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(Heal th System Ref orm Techni cal Assi stance Project)
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LOAN NUMBER 4367- ME
LOAN AGREEMENT

AGREEMENT, dated September 14, 1998, between INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (the Bank) and BANCO NACIONAL DE OBRAS Y SERVICIOS
PUBLICOS, S.N.C. (the Borrower).

WHEREAS (A) United Mexican States (the Guarantor) and the Borrower, having been
satisfied as to the feasibility and priority of the Project described in Schedule 2 to
this Agreement, have requested the Bank to assist in the financing of the Project; and

(B) by an agreement (the Guarantee Agreement) of even date herewith between
the Guarantor and the Bank, the Guarantor has agreed to guarantee the obligations of
the Borrower in respect of the Loan and to undertake such other obligations as set
forth in the Guarantee Agreement; and

WHEREAS the Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the Loan to the Borrower upon the terms and conditions set forth in this
Agreement;

NOW THEREFORE the parties hereto hereby agree as follows:

ARTICLE |
General Conditions; Definitions
Section 1.01. The “General Conditions Applicable to Loan and Guarantee

Agreements for Single Currency Loans” of the Bank, dated May 30, 1995, as amended
through December 2, 1997 (the General Conditions), constitute an integral part of this



Agr eenent .

Section 1.02. Unless the context otherwi se requires, the several terns defined
in the General Conditions and in the Preanble to this Agreenent have the respective
nmeani ngs therein set forth and the follow ng additional terms have the follow ng
neani ngs:

(a) “Implementation Letter” means the letter of even date herewith, from the
Guarantor to the Bank, containing targets to be used in monitoring and evaluating
implementation of the Project;

(b) “IMSS” means the Guarantor’s Instituto Mexicano del Seguro Social
(Mexican Social Security Institute), a public agency with its own separate legal
personality, governed by the terms of the Social Security Law (as hereinafter
defined);

(c) “Medical Area Units” means any one of the IMSS decentralized health
service provision units which acts as a managed care organization for IMSS
beneficiaries in a given geographical area;

(d) “Operational Manual” means IMSS’ Manual Operativo para el Fondo de
Desarrollo Innovativo (Operational Manual for the Innovative Development Fund), dated
February 1998;

(e) “PCU” means the coordination unit referred to in Section 3.06 (a) of the
Guarantee Agreement;

) “Social Security Law” means the Guarantor’s Ley del Seguro Social (Social
Security Law), published in the Guarantor’s Diario Oficial de la Federacion (Official
Gazette) on December 21, 1995, as amended to the date of this Agreement;

(9) “Special Account” means the account referred to in Section 2.02 (b) of
this Agreement; and

(h) “Specialty Hospitals” means IMSS tertiary-level hospitals that provide
specialized medical services to IMSS beneficiaries.

ARTICLE Il
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terms and
conditions set forth or referred to in the Loan Agreement, an amount equal to twenty
five million Dollars (25,000,000).

Section 2.02. (a) The amount of the Loan may be withdrawn from the Loan Account
in accordance with the provisions of Schedule 1 to this Agreement for expenditures
made (or, if the Bank shall so agree, to be made) in respect of the reasonable cost of
services required for the Project described in Schedule 2 to this Agreement and to be
financed out of the proceeds of the Loan.

(b) The Borrower may, for the purposes of the Project, open and maintain in
Dollars a special deposit account in Banco de México on terms and conditions
satisfactory to the Bank. Deposits into, and payments out of, the Special Account
shall be made in accordance with the provisions of Schedule 4 to this Agreement.

Section 2.03. The Closing Date shall be December 31, 2000 or such later date as
the Bank shall establish. The Bank shall promptly notify the Borrower and the
Guarantor of such later date.

Section 2.04. The Borrower shall pay to the Bank a commitment charge at the rate
of three fourths of one per cent (3/4 of 1%) per annum on the principal amount of the
Loan not withdrawn from time to time.

Section 2.05. The Borrower shall pay interest on the principal amount of the
Loan withdrawn and outstanding from time to time in accordance with the provisions of
Schedule 3 to this Agreement.



Section 2.06. Interest and other charges shall be payable in arrears on May 15
and Novenber 15 in each year

Section 2.07. The Borrower shall repay the principal anmount of the Loan in
accordance with the provisions of Schedule 3 to this Agreement.

ARTI CLE 111
Transfer of Loan Proceeds; O her Covenants
Section 3.01. The Borrower shall enter into, and conply with the terns of,

contractual arrangenents with the Guarantor and with I MSS, satisfactory to the Bank,
providing, inter alia, for:

(a) the transfer to the Guarantor of the proceeds of the Loan for use by
| MSS; and

(b) the transfer by the Guarantor to the Borrower of such funds as the
Borrower shall be required to pay to the Bank on account of principal, interest and

ot her charges on the Loan. Except as the Bank may otherw se agree, the Borrower shal
not amend or fail to enforce any provision of such contractual arrangenments. The
Borrower shall exercise its rights under such contractual arrangenents in such a
manner as to protect the interests of the Borrower and the Bank and to acconplish the
pur poses of the Loan

Section 3.02. The Bank and the Borrower hereby agree that the obligations set
forth in Sections 9.04, 9.05, 9.06, 9.07, 9.08 and 9.09 of the General Conditions
(relating respectively to insurance, use of goods and services, plans and schedul es,
records and reports, naintenance and | and acquisition) shall be carried out, or caused
to be carried out, by the Guarantor pursuant to Section 3.03 of the Cuarantee
Agr eenent .

Section 3.03. The Borrower shall participate in the reviews referred to in
Section 3.05 (c) of the Guarantee Agreenent.

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. The Borrower shall nmintain or cause to be naintained records and
accounts adequate to reflect, in accordance with sound accounting practices, its
operations and financial condition, including records and separate accounts for the
Proj ect .

Section 4.02. (a) The Borrower shall

(i) have its records, accounts and financial statenents (bal ance
sheet s, statenents of income and expenses and rel at ed
statenents) and the records and accounts for the Special Account for
each fiscal year audited, in accordance with generally accepted
audi ting standards and procedures consistently appl i ed, by
i ndependent and qualified auditors;

(ii) furnish to the Bank as soon as available, but in any case not

| ater than six nmont hs after the end of each such year: (A) certified
copies of its financial statenents for such year as so audited; and

(B) the report of such audit by sai d auditors, of such scope and in such
detail as the Bank shall have reasonably requested

(iii) furnish to the Bank each nonth certified statenents of the Special
Account ; and

(iv) furnish to the Bank such other information concerning said records
and accounts and the audit thereof as the Bank shall fromtine
to time reasonably request.



(b) For all expenditures with respect to which withdrawals fromthe Loan
Account were made on the basis of statenents of expenditure, the Borrower shall:

(i) mai ntain or cause to be mmintained, in accordance wi th paragraph
(a) of this Section, records and accounts reflecting such expenditures;
(ii) retain or cause to be retained, until at |east one year after the
Bank has received the audit report for the fiscal year in
whi ch the |ast withdrawal fromthe Loan Account or paynment out of
the Special Account was nade, all records (contracts,

orders, invoices, bills, receipts and other docunents)
evi denci ng such expendi tures;

(iii) enablethe Bank’s representatives to examine such records; and

(iv)  ensure that such records and accounts are included in the annual

audit referred to in paragraph (a) of this Section and that the
report of such audit contains a separate opinion by said auditors
as to whether the statements of expenditure submitted during such fiscal
year, together with the procedures and internal controls involved in
their preparation, can be relied upon to support the related
withdrawals.

ARTICLE V

Remedies of the Bank

Section 5.01. Pursuant to Section 6.02 (p) of the General Conditions, the
following additional event is specified, namely, that the legal framework or parts
thereof, governing health insurance in Mexico, shall have been amended, suspended,
abrogated, repealed or waived so as to affect materially and adversely the ability of
the Guarantor to perform any of its obligations under the Guarantee Agreement.

Section 5.02. Pursuant to Section 7.01 (k) of the General Conditions, the
following additional event is specified, namely, that the event specified in Section
5.01 of this Agreement shall occur.

ARTICLE VI
Effective Date; Termination

Section 6.01. The following events are specified as additional conditions to the
effectiveness of the Loan Agreement within the meaning of Section 12.01 (c) of the
General Conditions:

@) that the contractual arrangements referred to in Section 3.01 of this
Agreement have been entered into;

(b) that the PCU has been established, is staffed with the Executive
Coordinator referred to in Section 3.06 (a) of the Guarantee Agreement and is
operational; and

(c) that terms of reference, satisfactory to the Bank, have been prepared by
IMSS for the provision of all the technical assistance under Parts A and B of the
Project, as well as for the design of the evaluation program referred to in Part D.3
of the Project.

Section 6.02. The following is specified as an additional matter, within the
meaning of Section 12.02 (c) of the General Conditions, to be included in the opinion
or opinions to be furnished to the Bank, namely that the contractual arrangements
referred to in Section 3.01 of this Agreement have been duly authorized or ratified by
the Borrower, the Guarantor and IMSS, have been duly executed by them, and are legally
binding upon the Borrower, the Guarantor and IMSS in accordance with their terms.

Section 6.03. The date December 14, 1998 is hereby specified for the purposes of
Section 12.04 of the General Conditions.



ARTI CLE VI |
Representative of the Borrower; Addresses

Section 7.01. The Director General of the Borrower is designated as
representative of the Borrower for the purposes of Section 11.03 of the Ceneral
Condi tions.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Bank:

I nternational Bank for
Reconstruction and Devel opnment
1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

Cabl e address: Tel ex:
| NTBAFRAD 248423 (MC1); or
Washi ngton, D.C 64145 (M)

For the Borrower:

Banco Naci onal de Chras y
Servicios Publicos, S.N.C.

Tecoyotitla 100

Colonia Florida

01030 México, D.F.

México
Telex:
BNSOME 01772619
BANOME 01762072
Mexico City

IN WITNESS WHEREOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreement to be signed in their respective names in

the District of Columbia, United States of America, as of the day and year first above
written.

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

By /s/ Shahid Javed Burki
Regional Vice President
Latin America and the Caribbean

BANCO NACIONAL DE OBRAS Y SERVICIOS
PUBLICOS, S.N.C.

By /s/ José Luis Flores Hernandez
Authorized Representative
SCHEDULE 1

Withdrawal of the Proceeds of the Loan

1. The table below sets forth the Categories of items to be financed out of the



proceeds of the Loan, the allocation of the amounts of the Loan to each Category and
the percentage of expenditures for itenms so to be financed in each Category:

Amount of the % of
Loan All ocated Expendi t ures
(Expressed in to be
Cat egory Dol | ars) Fi nanced
(1) Consul tant services 19, 300, 000 100%
under Parts A, B and
D of the Project
(2) Consul tant services 3, 200, 000 50%
for the provision of
training under Part
C of the Project
(3) Unal | ocat ed 2,500, 000
TOTAL 25, 000, 000
2. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be

made in respect of paynments nade for expenditures prior to the date of this Agreenent,
except that withdrawals, in an aggregate anpbunt not to exceed $2, 000,000, rmay be nmde
on account of payments nade for expenditures incurred within the twelve nonths prior
to the date of this Agreenent but after January 1, 1998.

3. The Bank may require withdrawals fromthe Loan Account to be nade on the basis

of statenments of expenditure for all contracts not subject to prior review pursuant to
Part D.2 of Schedule 1 to the Guarantee Agreenent, under such terns and conditions as

the Bank shall specify by notice to the Borrower.

SCHEDULE 2
Description of the Project

The objectives of the Project are to assist the Guarantor in achieving
i mprovenents in the health sector in Mexico by supporting reforms within I MS through:
(a) design and inplenentation of an I MSS regulatory and institutional framework for
health services financing and insurance; (b) devel oprment, inplenmentation and
eval uati on of the organizational and managerial changes required to increase the
efficiency and quality of IMSS health service provision; and (c) managenent and
financial training of IMSS staff.

The Project consists of the follow ng parts, subject to such nodifications
thereof as the Borrower and the Bank nay agree upon fromtime to tinme to achieve such
obj ecti ves:

Part A Pol i cy Design and | nplenmentation

Provi sion of technical assistance to | MSS for the design and inplenentation of
gui del i nes, policies, resolutions and/or regulations to underpin its reformefforts,
including policies and regul ations to: define a conprehensive package of benefits for
i ndi vi dual s insured through I MSS; pronote the introduction of user choice within
Medical Area Units; extend the coverage of | MSS publicly subsidized health insurance;
establish and apply nechanisnms for the separation of |IMSS financing and | MSS service
provi sion; protect consumer rights within IMS;, and design and use a new | MSS
beneficiary enroll ment data base.

Part B: Institutional Strengthening

Provi sion of technical assistance to IMSS in support of: |MSS organi zati onal
and functional reforns; the design, inplenentation and eval uati on of new managenent
nmodel s in selected Medical Area Units and Specialty Hospitals; the introduction of a
qual ity assurance program and client satisfaction survey system and the design and



i mpl enent ati on of a performance-based i ncentive systemfor |MS personnel and units.
Part C Manageri al and Technical Training

Provision of training to: |MsS high-level nmanagers at central and regional
levels, with regard to change managenent techni ques; |MS high-Ilevel managers of
health facilities, with regard to basic managenent and notivational skills; |MsS
m ddl e-l evel staff, with regard to basi c managenent devel opnent, technical skills and
client orientation; |IMSS middle-Ilevel physician nmanagers, with regard to nanagenent of
Medi cal Area Units; and | MSS bi o-nmedi cal engineers and technicians, with regard to
equi pnent and infrastructure maintenance.

Part D Pr oj ect Managenent

1. Est abl i shment and operation of the PCU.

2. Carrying out of a public awareness canpai gn regardi ng | MSS reforns.

3. Design and application of an eval uati on program (i ncludi ng performance

benchmarks) to assess the effects of IMSS reforminitiatives and guide such reform
initiatives’ implementation.

The Project is expected to be completed by June 30, 2000.
SCHEDULE 3
Interest and Principal Repayment Provisions

A. General Definitions

For purposes of this Schedule, the following terms have the following meanings:

(@) “Disbursed Amount” means, in respect of each Interest Period, the
aggregate principal amount of the Loan withdrawn from the Loan Account in such
Interest Period.

(b) “Interest Period” means the initial period from and including the date of
this Agreement to, but excluding, the first Interest Payment Date occurring

thereafter, and after the initial period, each period from and including an Interest
Payment date to, but excluding, the next following Interest Payment Date.

(c) “Interest Payment Date” means any date specified in Section 2.06 of this
Agreement.

(d) “Rate Fixing Date” means, for each Disbursed Amount, the first day of the
Interest Period next following the Interest Period in which such Disbursed Amount is
withdrawn.
B. Interest
1. The principal amount of the Loan shall be divided into Disbursed Amounts.

Interest shall accrue on each Disbursed Amount outstanding from time to time at a rate
based on a floating rate index prior to its Rate Fixing Date and at a fixed rate from
its Rate Fixing Date, as described in paragraph 2 of this Part B.

2. @) From the date of withdrawal of each amount of each Disbursed Amount
withdrawn and outstanding, to but not including the Rate Fixing Date for such
Disbursed Amount, interest on each such amount shall accrue, at a rate equal to the
applicable:

(@) LIBOR Base Rate; plus

(i) LIBOR Total Spread.

(b) From the Rate Fixing Date for each Disbursed Amount until final repayment



thereof, interest on such Disbursed Anbunt shall accrue, at a rate equal to the
appl i cabl e:

(i) Fi xed Base Rate; plus

(ii) Fi xed Total Spread.
3. For purposes of paragraph 2 of this Part B, the follow ng terns have the

foll owi ng neani ngs:

(a) “LIBOR Base Rate” means, for the Interest Period in which a Disbursed
Amount is withdrawn, the London interbank offered rate for six-month deposits in
Dollars for value the first day of such Interest Period (or, in the case of the
initial Interest Period, for value the day occurring on the Interest Payment Date
preceding the first day of such Interest Period), as reasonably determined by the Bank
and expressed as a percentage per annum.

(b) “LIBOR Total Spread” means, for the Interest Period in which each
Disbursed Amount is withdrawn:

(@) one half of one percent (1/2 of 1%);

(i)  minus (or plus) the weighted average margin, for such Interest

Period, below (or above) the London interbank offered rates, or
other reference rates, for six-month deposits, in respect of the
Bank’s outstanding borrowings or portions thereof allocated by the
Bank to fund single currency loans or portions thereof made by
it that include such Disbursed Amount for such Interest
Period;

as reasonably determined by the Bank and expressed as a percentage per annum.

(c) “Fixed Base Rate” means, for each Disbursed Amount, the equivalent of the
London interbank offered rate for six-month deposits in Dollars for value on the Rate
Fixing Date for such Disbursed Amount, expressed as a single fixed interest rate based
on the fixed interest rates corresponding to the repayment installments of such
Disbursed Amount, as reasonably determined by the Bank and expressed as a percentage
per annum.

(d) “Fixed Total Spread” means, for each Disbursed Amount:
@) one-half of one percent (1/2 of 1%);

(i)  minus (or plus) the cost margin, applicable on the Rate Fixing
Date for such Disbursed Amount, below (or above) the London
interbank offered rates, or other reference rates, for
six-month deposits, in respect of the Bank’s outstanding
borrowings or portions thereof allocated to fund single currency loans
or portions thereof made by it that include such Disbursed Amount; plus

(i) the Bank’s risk spread applicable on the Rate Fixing Date for such
Disbursed Amount;

as reasonably determined by the Bank and expressed as a percentage per annum.

4, The Bank shall notify the Guarantor and Borrower of LIBOR Base Rate, LIBOR Total
Spread, Fixed Base Rate and Fixed Total Spread applicable to each Disbursed Amount,
promptly upon the determination thereof.

5. Whenever, in light of changes in market practice affecting the determination of
the interest rates referred to in this Schedule, the Bank determines that it is in the
interest of its borrowers as a whole and of the Bank to apply a basis for determining

the interest rates applicable to the Loan other than as provided in this Schedule, the
Bank may modify the basis for determining the interest rates applicable to amounts of
the Loan not yet withdrawn upon not less than six (6) months’ notice to the Borrower
and the Guarantor of the new basis. The new basis shall become effective on the expiry
of the notice period unless the Borrower or the Guarantor notifies the Bank during



said period of its objection thereto, in which case said nodification shall not apply
to the Loan.

C. Repaynent

1. Subj ect to the provisions of paragraph 2 of this Part C, the Borrower shall
repay each Disbursed Ampunt of the Loan in semi annual installnments payable on each May
15 and Novenber 15, the first such installnent to be payable on the seventh (7th)
Interest Paynment Date followi ng the Rate Fixing Date for such Disbursed Amount and the
| ast such installment to be payable on the twenty-fourth (24th) Interest Paynent Date
following the Rate Fixing Date for such Disbursed Armount. Each installment shall be
one-ei ghteenth (1/18) of such Di sbursed Anpunt.

2. Not wi t hst andi ng the provisions of paragraph 1 of this Part C, if any install nent
of principal of each Disbursed Armount woul d, pursuant to the provisions of said
paragraph 1, be payable after November 15, 2013, the Borrower shall also pay on said
date the aggregate anpbunt of all such install nents.

3. After each Di sbursed Anmount shall have been wi thdrawn, the Bank shall promptly
notify the Borrower and the Guarantor of the anortization schedule for such D sbursed
Amount .

SCHEDULE 4
Speci al Account
1. For the purposes of this Schedul e:

(a) the term “eligible Categories” means Categories (1) and (2) set forth in
the table in paragraph 1 of Schedule 1 to this Agreement;

(b) the term “eligible expenditures” means expenditures in respect of the
reasonable cost of services required for the Project and to be financed out of the
proceeds of the Loan allocated from time to time to the eligible Categories in
accordance with the provisions of Schedule 1 to this Agreement; and

(c) the term “Authorized Allocation” means an amount of $2,000,000 to be
withdrawn from the Loan Account and deposited in the Special Account pursuant to
paragraph 3 (a) of this Schedule.

2. Payments out of the Special Account shall be made exclusively for eligible
expenditures in accordance with the provisions of this Schedule.

3. After the Bank has received evidence satisfactory to it that the Special Account
has been duly opened, withdrawals of the Authorized Allocation and subsequent
withdrawals to replenish the Special Account shall be made as follows:

@) For withdrawals of the Authorized Allocation, the Borrower shall furnish
to the Bank a request or requests for a deposit or deposits which do not exceed the
aggregate amount of the Authorized Allocation. On the basis of such request or
requests, the Bank shall, on behalf of the Borrower, withdraw from the Loan Account
and deposit in the Special Account such amount or amounts as the Borrower shall have

requested.

(b) 0] For replenishment of the Special Account, the Borrower shall
furnish to the Bank requests for deposits into the Special Account
at such intervals as the Bank shall specify.

(i)  Prior to or at the time of each such request, the Borrower shall

furnish to the Bank the documents and other evidence required pursuant
to paragraph 4 of this Schedule for the payment or payments in respect
of which replenishment is requested. On the basis of each such request,
the Bank shall, on behalf of the Borrower, withdraw from the Loan
Account and deposit into the Special Account such amount as the
Borrower shall have requested and as shall have been shown by

said documents and other evidence to have been paid out of the
Special Account for eligible expenditures.



Al'l such deposits shall be wi thdrawn by the Bank fromthe Loan Account under the
respective eligible Categories, and in the respective anmnounts, as shall have been
justified by said docunents and ot her evidence

4, For each paynent nade by the Borrower out of the Special Account, the Borrower
shal |, at such time as the Bank shall reasonably request, furnish to the Bank such
docurents and ot her evi dence showi ng that such payment was nade excl usively for

el i gi bl e expendi tures.

5. Not wi t hst andi ng the provisions of paragraph 3 of this Schedul e, the Bank shal
not be required to nmake further deposits into the Special Account:

(a) if, at any tine, the Bank shall have determined that all further
wi t hdrawal s shoul d be made by the Borrower directly fromthe Loan Account in
accordance with the provisions of Article V of the General Conditions and paragraph
(a) of Section 2.02 of this Agreenent; or

(b) if the Borrower shall have failed to furnish to the Bank, within the
period of time specified in Section 4.01 (b) (ii) of this Agreenment, any of the audit
reports required to be furnished to the Bank pursuant to said Section in respect of
the audit of the records and accounts for the Special Account;

(c) if, at any tine, the Bank shall have notified the Borrower of its
intention to suspend in whole or in part the right of the Borrower to make wi thdrawal s
fromthe Loan Account pursuant to the provisions of Section 6.02 of the Genera
Condi tions; or

(d) once the total unw thdrawn amount of the Loan allocated to the eligible
Cat egories, |less the amount of any outstanding special commitnment entered into by the
Bank pursuant to Section 5.02 of the General Conditions with respect to the Project,
shall equal tw ce the anpbunt of the Authorized Allocation.

Thereafter, withdrawal fromthe Loan Account of the remaining unw thdrawn anmount of
the Loan allocated to the eligible Categories shall follow such procedures as the Bank
shal | specify by notice to the Borrower. Such further withdrawals shall be nade only
after and to the extent that the Bank shall have been satisfied that all such anounts
remai ni ng on deposit in the Special Account as of the date of such notice will be
utilized in making paynents for eligible expenditures.

6. (a) If the Bank shall have determined at any tine that any paynent out of the
Special Account: (i) was made for an expenditure or in an amount not eligible
pursuant to paragraph 2 of this Schedule; or (ii) was not justified by the evidence
furni shed to the Bank, the Borrower shall, pronptly upon notice fromthe Bank: (A)
provi de such additional evidence as the Bank may request; or (B) deposit into the
Speci al Account (or, if the Bank shall so request, refund to the Bank) an anobunt equa
to the amount of such paynent or the portion thereof not so eligible or justified.

Unl ess the Bank shall otherw se agree, no further deposit by the Bank into the Specia
Account shall be rmade until the Borrower has provided such evidence or made such
deposit or refund, as the case may be

(b) If the Bank shall have determined at any tine that any anmount outstandi ng
in the Special Account will not be required to cover further paynents for eligible
expenditures, the Borrower shall, pronptly upon notice fromthe Bank, refund to the

Bank such outstandi ng anount.

(c) The Borrower nmmy, upon notice to the Bank, refund to the Bank all or any
portion of the funds on deposit in the Special Account.

(d) Refunds to the Bank nade pursuant to paragraphs 6 (a), (b) and (c) of
this Schedul e shall be credited to the Loan Account for subsequent withdrawal or for
cancel lation in accordance with the rel evant provisions of this Agreenent, including
the General Conditions






