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AGREEMENT, dated Decenber 5, 1997, between PECPLE' S REPUBLI C OF CHI NA (the
Reci pi ent) and | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT, acting as
Trustee of grant funds provided by Parties to the Montreal Protocol on Substances that
Depl ete the Ozone Layer into the Ozone Projects Trust Fund (OTF) (the Trustee).

VWHEREAS: (A) the International Bank for Reconstruction and Devel opnent (the
Bank) pursuant to Resolution No. 91-5 of March 14, 1991, of the Executive Directors of
the Bank (the Resolution), established a Facility, including the OTF, to assist in the
protection of the gl obal environment and pronote thereby environmentally sound and
sust ai nabl e econom ¢ devel opnent;

(B) the Parties to the Montreal Protocol on Substances that Deplete the Ozone
Layer to the Vienna Convention for the Protection of the Ozone Layer have established
the Multilateral Fund (the Fund) for the Inplenentation of the Montreal Protocol to
operate under the authority of the said Parties to provide the financing of agreed
incremental costs to enable the Parties operating under paragraph 1 of Article 5 of
the Protocol to conply with control neasures provided for in the Protocol;

(O the Executive Committee of the Fund (the Executive Commttee) and the
Bank have entered into an agreenent effective on July 9, 1991, pursuant to which the
Executive Committee has agreed to provide funds into the OTF to be admi nistered by the
Bank as Trustee in accordance with the provisions of the said agreenent and the
Resol uti on;

(D) the Recipient, having satisfied itself as to the feasibility and priority
of the Project described in Schedule 1 to this Agreenent, has requested assistance
fromthe resources of the OTF in the financing of the Project, and the Trustee has
determ ned that such assistance would be in accordance with the provisions of the
Resol ution; and



WHEREAS t he Trustee has agreed, on the basis, inter alia, of the foregoing, to
extend a grant (the OTF Grant) to the Recipient upon the terns and conditions set
forth in this Agreenent;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |
General Conditions; Definitions

Section 1.01. (a) The follow ng provisions of the General Conditions Applicable
to Loan and Guarantee Agreenments of the Bank, dated January 1, 1985, with the
nodi fications set forth in paragraph (b) of this Section (the General Conditions)
constitute an integral part of this Agreenent:

(i) Article I;

(ii) Sections 2.01 (1), (2), (3), (4), (6), (8, (9), (10), (11), (15),
(18) and (20), 2.02 and 2.03;

(iii) Section 3.01;
(iv) Section 4.01 and the first sentence of Section 4.09;
(v) Sections 5.01, 5.04, 5.05, 5.06, 5.07, 5.08, and 5.09;

(vi) gegte;!ons 6.01, 6.02 (c), (d), (e), (f), (i) and (k), 6.03 and

(vii) Section 8.01 (b);
(viii)Sections 9.01 (a) and (c), 9.04, 9.05, 9.06, 9.07, 9.08 and 9.009;
(ix) Sections 10.01, 10.03 and 10. 04;
(x) Article XI'; and
(xi) Sections 12.01, 12.03 and 12.04.
(b) The General Conditions shall be nodified as foll ows:
(i) the term "Bank", wherever used in the CGeneral Conditions, other
than in Sections 2.01 (8) and 6.02 (f) thereof and the second use
of such termin Section 5.01 thereof (as revised in accordance
with Section 1.01(b)(vii) of this Agreenent), neans the Trustee
except that in Section 6.02, the term"Bank" shall also include
the International Bank for Reconstruction and Devel opnent acting
inits own capacity;

(ii) the term"Borrower", wherever used in the General Conditions,
nmeans the Reci pi ent;

(iii) the term"Loan Agreenent”, wherever used in the General
Condi ti ons, neans this Agreenent;

(iv) the term"Loan" and "l oan" wherever used in the General
Condi tions, neans the OIF G ant;

(v) the term "Loan Account" wherever used in the General Conditions,
neans the OTF Grant Account;

(vi) Section 4.01 is nodified to read:

"Except as the Bank and the Borrower shall otherw se agree,
withdrawal s fromthe Loan Account shall be made in the currency of the
ODS Phase-out Account specified in Section 2.02 (b) of the Loan
Agreenent.";

(vii) The second sentence of Section 5.01 is nodified to read:



"Except as the Bank and the Borrower shall otherw se agree, no
wi thdrawal s shall be made: (a) on account of expenditures in the
territories of any country which is not a nenber of the Bank or for
goods produced in, or services supplied from such territories; or (b)
for the purpose of any paynent to persons or entities, or for any inport
of goods, if such paynment or inport, to the know edge of the Bank, is
prohi bited by a decision of the United Nations Security Council taken
under Chapter VII of the Charter of the United Nations.";

(viii)Section 6.01 shall be nodified to read: "the Recipient may, by
notice to the Bank, cancel any anpbunt of the OTF Grant which the
Reci pi ent shall not have wi t hdrawn."

(ix) a new sub-paragraph is added after sub-paragraph (j) in Section
6.02 of the General Conditions, as follows: "an extraordinary
situation shall have arisen in which any further di sbursenent
under the OTF Grant woul d exceed the resources avail able for
di sbursenment fromthe OTF."; and

(x) Section 6.03 is nodified to read:

"Section 6.03. Cancellation by the Bank. |If (a) the right of the

Borrower to make withdrawals fromthe Loan Account shall have been
suspended with respect to any anobunt of the Loan for a continuous period
of thirty days, or (b) at any time, the Bank determines, after
consultation with the Borrower, that an anount of the Loan will not be
required to finance the Project’s costs to be financed out of the
proceeds of the Loan, or (c) at any tinme, the Bank determines, with

respect to any contract to be financed out of the proceeds of the Loan, t hat

corrupt or fraudul ent practices were engaged in by representatives of the
Borrower or of a beneficiary of the Loan during the procurenent or the
execution of such contract, w thout the Borrower having taken timely

and appropriate action satisfactory to the Bank to remedy the

situation, and establishes the anmbunt of expenditures in respect of such
contract which would otherw se have been eligible for financing out of
the proceeds of the Loan, or (d) at any tinme, the Bank determ nes that
the procurenent of any contract to be financed out of the proceeds of

the Loan is inconsistent with the procedures set forth or referred to in t he
Loan Agreenent and establishes the ambunt of expenditures in respect of
such contract which would ot herw se have been eligible for financing out of
the proceeds of the Loan, or (e) after the Cosing Date, an anmount
of the Loan shall remain unw thdrawn fromthe Loan Account, or (f)

the Bank shall have received notice fromthe Guarantor pursuant to
Section 6.07 with respect to an ampunt of the Loan, the Bank may, by
notice to the Borrower and the Guarantor, ternminate the right of the
Borrower to nmake withdrawals with respect to such anmpunt. Upon the
gi ving of such notice, such anmount of the Loan shall be cancelled."

Section 1.02. Wherever used in this Agreenent, unless the context otherw se
requires, the several ternms defined in the General Conditions and in the Recitals to
this Agreenent have the respective neanings therein set forth and the follow ng
addi tional terms have the follow ng nmeani ngs

(a) "Agency" neans the agency or agencies enployed to assist NEPA with the
carrying out of the Project, as referred to in Part A 3 of Schedule 3 to this
Agr eenent .

(b) "Agency Service Fee" neans the fee referred to in Part A 4(a)(ii) of
Schedule 3 to this Agreenent for consultants’ services undertaken by the Agency to
assist NEPA in the carrying out of an Annual Program

(c) "Annual Performance Audit Report"” neans the report of the audit of the
i npl erentati on of an Annual Program as referred to in Part A 6(b) of Schedule 3 to
this Agreenent.

(d) "Annual Progrant means a program of actions ainmed at reduci ng ODS
Consunption in any one ODS Sector in the course of a Program Year, within the ODS
Sector Phase-Qut Plan for such Sector, as referred to in Part C.1 of Schedule 3 to
thi s Agreenent.



(e) "Annual Program Anount" neans the part of the proceeds of the OTF G ant
approved by the Executive Committee as part of said conmittee’ s approval of an Annual
Program and to be disbursed for the carrying out of said Annual Program in
accordance with this Agreenent.

(f) "Country Program' neans the Recipient’s Country Program for the Phase Qut
of Qzone Depl eting Substances under the Montreal Protocol, dated January 1993, as
approved by the Executive Committee in March 1993, and as the same may be amended from
time to tinme (in agreenent between the Recipient and the Executive Conmittee).

(9) "CGover nment Agenci es" means the departnents and agenci es of the Reci pi ent
involved in the inplenentation of the Project in accordance with this Agreement and
the Project Inplenentation Manual, including the National Leading Goup for Ozone
Layer Protection, the Mnistry of Finance, NEPA, the Recipient’s departnents and
agenci es (including provincial and local |evel bureaus) responsible for any ODS
Sector, and provincial and local level, Environmental Protection Bureaus.

(h) "NEPA" neans the Recipient’s National Environnental Protection Agency,
and any successor thereto.

(i) "ODS" means any ozone depl eting substance or substances, including hal on
1211 and 1301, chlorofluorocarbons 11, 12 and 113, carbon tetrachl oride and met hyl
chl orof orm

(j "ODS Consunption" means the production, export and inport of ODS at the
national |evel.

(k) "ODS Phase-out Account" neans the account referred to in Section 2.02
(b) of this Agreenent.

(1) "ODS Reduction” nmeans expenditures incurred under an ODS Reduction
Contract, as deternined in accordance with the Annual Programin pursuance of which
said contract has been entered into.

(m "ODS Reduction Contract" means a contract entered into between NEPA on
behal f of the Recipient and a legal entity, established under the |aws of the
Reci pient, inplenmenting a reduction of ODS Consunption, under which the Recipient
agrees to pay such legal entity a specified anount per unit of ODS Consunption reduced
or to be reduced by said legal entity, in accordance with an Annual Program

(n) "ODS Sector" neans the follow ng production and user industry sectors in
whi ch ODS Consunption takes place: (i) halon; (ii) aerosol; (iii) foam (iv)
production sector; (v) industrial and commercial refrigeration; (vi) household
refrigeration; and (vii) nobile air conditioning; and al so including any other such
production or user industry sector as agreed between the Recipient and the Trustee.

(0) "ODS Sector Phase-Qut Plan" means a plan of actions ainmed at reduci ng ODS
Consunption in any one ODS Sector over a period of years, as referred to in Part C 1
of Schedule 3 to this Agreenent.

(p) "Program Year" means a period of one cal endar year (or in the case of the
first such Program Year for any ODS Sector, a period of 6 to 18 consecutive cal endar
nont hs and endi ng on Decenber 31, as agreed between the Recipient and the Trustee)
covered by an Annual Program

q) "Project Inplenentation Manual" neans the manual adopted by the Reci pi ent
in accordance with Part B.2(a) of Schedule 3 to this Agreenment, setting out the
detail ed operational, financial, adm nistrative, procurenent, disbursenent,
accounting, auditing, and nonitoring procedures governing the inplenentation of the
Project, as this nmanual nmay be revised fromtine to time in agreement with the
Trust ee.

(r) "Project Managenent Fee" neans the fee referred to in Part A 4(a)(i) of
Schedule 3 to this Agreenent for project nmanagenent activities undertaken by NEPA for
the carrying out of an Annual Program

ARTI CLE 11
The OTF G ant

Section 2.01. The Trustee agrees to nmake available to the Recipient, on the
terns and conditions set forth or referred to in this Agree-nent, the OTF Grant in an



anount not exceedi ng one hundred million Dollars ($100, 000, 000).

Section 2.02. (a) The anount of the OTF Grant may be w thdrawn fromthe OTF
Grant Account for expenditures made (or, if the Trustee shall so agree, to be nade) in
respect of ODS Reduction, the Project Managenent Fee, the Agency Service Fee and the
reasonabl e cost of consultants’ services (other than the Agency Service Fee) and
training required for carrying out the Project and to be financed out of the proceeds
of the OTF Grant.

(b) The Recipient shall, for the purposes of the Project open and maintain a
speci al deposit account (the ODS Phase-out Account) in a commercial bank on terns and
conditions satisfactory to the Trustee, including appropriate protection agai nst set
of f, seizure or attachment. All withdrawals fromthe OTF G ant Account shall be
deposited by the Trustee into the ODS Phase-out Account in Dollars. Deposits into
and paynents out of, the ODS Phase-out Account shall be nade in accordance with the
provi sions of Schedule 4 to this Agreenent.

Section 2.03. The Cosing Date shall be June 30, 2011 or such later date as the
Trustee shall establish. The Trustee shall pronptly notify the Recipient of such l|ater
dat e.

Section 2.04. The Trustee shall not be obligated to make any paynent under this
Agreenent except to the extent it shall have received funds for the purposes of the
Project fromthe Executive Conmmittee

ARTI CLE 111
Execution of the Project

Section 3.01. (a) The Recipient declares its commtnent to the objectives of the
Project as set forth in Schedule 1 to this Agreenent and, to this end, shall carry out
the Project through the Governnent Agencies with due diligence and efficiency and in
conformty with appropriate environnental, financial and adm nistrative practices and
with due regard to ecol ogical and environmental factors, and shall provide, pronptly
as needed, the funds, facilities, services and other resources required for the
Proj ect .

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Recipient and the Trustee shall otherw se agree, the Recipient shal
carry out the Project in accordance with the |nplenentation Programset forth in
Schedule 3 to this Agreenent.

Section 3.02. Except as the Trustee shall otherw se agree, procurenent of
consultants' services required for the Project and to be financed out of the proceeds
of the OTF Grant shall be governed by the provisions of Schedule 2 to this Agreenent.

Section 3.03 For the purposes of Section 9.08 of the General Conditions and
without linmtation thereto, the Recipient shall

(a) prepare, on the basis of guidelines acceptable to the Trustee, and
furnish to the Trustee not later than six (6) nonths after the C osing Date or such
| ater date as may be agreed for this purpose between the Recipient and the Trustee, a
pl an designed to ensure the continued achi evenent of the Project’s objectives; and

(b) afford the Trustee a reasonabl e opportunity to exchange views with the
Reci pi ent on said plan

ARTI CLE 1V
Fi nanci al Covenants

Section 4.01. (a) The Recipient shall maintain or cause to be naintained records
and accounts adequate to reflect in accordance with sound accounting practices the
operations, resources and expenditures in respect of the Project of the departnents or
agenci es of the Recipient responsible for carrying out the Project or any part
t her eof .

(b) The Reci pi ent shall

(i) have the records and accounts referred to in paragraph (a) of this



Section including those for the ODS Phase-out Account for each
fiscal year audited, in accordance with appropriate auditing
principles consistently applied, by independent auditors
acceptable to the Trustee;

(ii) furnish to the Trustee as soon as avail able, but in any case not
|ater than six nonths after the end of each such year, the report

of such audit by said auditors, of such scope and in such detail

as the Trustee shall have reasonably requested; and

(iii) furnish to the Trustee such other information con-cerning said
records and accounts and the audit thereof as the Trustee shall
fromtime to tine reasonably request.

ARTI CLE V
Ef fecti veness; Term nation

Section 5.01. The follow ng events are specified as additional conditions to the
ef fectiveness of the OTF Grant Agreement within the nmeaning of Section 12.01(b) of the
General Conditions:

(a) the first Annual Program for the halon sector has been approved by the
Trustee and the Executive Conmittee;

(b) the Project Inplenentation Manual has been adopted by the Recipient the
Trustee in accordance with Part B.2(a) of Schedule 3 to this Agreenent; and

(c) a regulation for a production quota systemfor the hal on sector,
acceptable to the Trustee, has been adopted by the Recipient and has entered into
ef fect.

Section 5.02. The date ninety (90) days after the date of this Agreenent is
hereby specified for the purposes of Section 12.04 of the General Conditions.

Section 5.03. This Agreenent shall continue in effect until the OIF Grant has
been fully disbursed and the parties to this Agreenment have fulfilled all their
obl i gati ons hereunder.

ARTI CLE VI
Representative of the Recipient; Addresses
Section 6.01. The Mnister of Finance of the Recipient is designated as
representative of the Recipient for the purposes of Section 11.03 of the Ceneral
Condi ti ons.

Section 6.02. The foll owi ng addresses are specified for the purposes of Section
11. 01 of the General Conditions:

For the Reci pient:

M ni stry of Finance

Sanl i he

Bei ji ng 100820

Peopl e’ s Republic of China

Cabl e address: Tel ex:
FI NANM N 22486 MFPRC CN
Bei jing

For the Trustee:

I nternational Bank for
Reconstruction and Devel opnent

1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica



Cabl e address: Tel ex:

| NTBAFRAD 248423 (M) or
Washi ngton, D.C 64145 (M)

IN WTNESS WHEREOF, the parties hereto, acting through their duly authorized

representatives, have caused this Agreenent to be signed in their respective nanes in
Bei jing, People’ s Republic of China, as of the day and year first above witten.

PEOPLE' S REPUBLI C OF CHI NA

By /s/ Pan Xi aojiang
Aut hori zed Representative

| NTERNATI ONAL BANK FOR
RECONSTRUCTI ON AND DEVEL OPMENT
as Trustee of the Ozone Projects Trust Fund

By /s/ Yukon Huang
Country Director, China

SCHEDULE 1
Description of the Project

The objective of the Project is to assist the Recipient in carrying out its
Country Program so as to phase-out ODS Consunption within its territory.

The Project consists of the followi ng parts, subject to such nodification
thereof as the Recipient and the Trustee may agree upon fromtinme to time to achieve
such obj ectives.

Part A Reduction of ODS

Reduction of ODS Consunption in ODS Sectors through the preparation and
i mpl enent ati on of Annual Prograns.

Part Blnstitutional Strengthening
Strengt heni ng the nanagenent and operational capability of NEPA, the Agency and

ot her departnents and agencies of the Recipient in accordance with Annual Prograns,
t hrough the provision of training and consultants’ services.

* % * *x % * * *x %

The Project is expected to be conpl eted by Decenber 31, 2010.
SCHEDULE 2
Consul tants' Services

Part A: Cener al

Consul tants’ services shall be procured in accordance with the provisions of the
Introduction and Section IV of the "Guidelines: Selection and Enmpl oynent of
Consul tants by World Bank Borrowers" published by the Bank in January 1997 (the
Consul tant Cuidelines) and the follow ng provisions of this Schedul e.

Part B: Quality- and Cost-based Sel ection

Except as otherwi se provided in Part C of this Section, consultants’ services



shall be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Cuidelines, paragraph 3 of Appendix 1 thereto, Appendix 2
thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based sel ection of consultants

1. Sel ection Under a Fi xed Budget

Services to be provided under the Project may be procured under contracts
awar ded i n accordance with the provisions of paragraphs 3.1 and 3.5 of the Consultant
Cui del i nes

2. Least - cost Sel ection

Services to be provided under the Project estimated to cost |ess than $200, 000
equi val ent per contract may be procured under contracts awarded in accordance with the
provi sions of paragraphs 3.1 and 3.6 of the Consultant Cuidelines.

3. Sel ection Based on Consultants’ Qualifications

Services to be provided under the Project estimated to cost |ess than $100, 000
equi val ent per contract may be procured under contracts awarded in accordance with the
provi sions of paragraphs 3.1 and 3.7 of the Consultant Cuidelines.

4. Singl e Source Sel ection

Services to be provided under the Project which are estimated to cost |ess than
$100, 000 equi val ent per contract, may, with the Trustee's prior agreenent, be procured
in accordance with the provisions of paragraphs 3.8 through 3.11 of the Consul tant
Gui del i nes

5. I ndi vi dual Consultants

Services to be provided under the Project for tasks that nmeet the requirenents
set forth in paragraph 5.1 of the Consultant Cuidelines shall be procured under
contracts awarded to individual consultants in accordance with the provisions of
par agraphs 5.1 through 5.3 of the Consultant Guidelines.

Part D: Revi ew by the Bank of the Selection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals, the proposed
plan for the selection of consultants under the Project shall be furnished to the
Trustee for its review and approval, in accordance with the provisions of paragraph 1
of Appendix 1 to the Consultant Cuidelines. Selection of all consultants’ services
shal | be undertaken in accordance with such selection plan as shall have been approved
by the Trustee, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of consulting firns
estimated to cost the equival ent of $200,000 or nore, the procedures set forth in
paragraphs 1, 2 (other than the third subparagraph of paragraph 2(a)) and 5 of
Appendi x 1 to the Consultant QGuidelines shall apply.

(b) Wth respect to each contract for the enpl oynent of consulting firns
estimated to cost the equival ent of $100,000 or nore, but |ess than the equival ent of
$200, 000, the procedures set forth in paragraphs 1, 2 (other than the second
subpar agraph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant Guidelines
shal I apply.

(c) Wth respect to each contract for the enpl oyment of individual )
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications



experience, terms of reference and terns of enploynent of the consultants shall be
furnished to the Trustee for its prior review and approval. The contract shall be
awarded only after the said approval shall have been given

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shal

apply.

SCHEDULE 3
I mpl enent ati on Program
A Proj ect nmanagenent and nonitoring

1. The Reci pient shall inplenment the Project through the Governnent Agencies and
shall ensure that all Governnment Agencies shall performtheir respective
responsibilities in accordance with this Agreement and the Project |nplenentation
Manual

2. The Recipient shall ensure that NEPA shall maintain, throughout the

i mpl ementati on of the Project, a Project Managenment Office (the PMO staffed by
conpetent staff in adequate nunbers to be responsible for overall coordination and
supervi sion of Project execution as well as the overall assessnent of the quality and
i npact of the Project and the preparation and furnishing to the Trustee of reports
and other information thereon.

3. The Reci pi ent shall enploy, throughout the inplenentation of the Project, one or
nore agencies (the Agency) acceptable to the Trustee under terns of reference
satisfactory to the Trustee and in accordance with the provisions of Schedule 2 to
this Agreenent, to assist NEPA in carrying out the Project, including: (i) ODS
Reduction activities at the enterprise level; and (ii) managenent infornation system

4, (a) For project nmanagenent services provided by NEPA under paragraph 2 above
and the services provided by the Agency under paragraph 3 above, a fee of three
percent (3 % of each Annual Program Anpbunt shall be payable as foll ows:

(i) NEPA shall be entitled to a fee of not nore than one and one-hal f
percent (1.5% of such Annual Program Anobunt (the Project
Managenent Fee); and

(ii) the Agency shall be entitled to a fee of not |ess than one and
one-hal f percent (1.5% of such Annual Program Anount (the Agency
Service Fee).

(b) In addition to the limtations upon withdrawals fromthe OTF G ant
Account in respect of the Agency Service Fee and the Project Managenent Fee provided
in paragraph 3 (a), (b), (c¢) and (d) of Schedule 4 to this Agreement, each such Fee
for any Program Year shall be payable in installnents of 50% 30% and 20% and only
after the Trustee shall have notified the Recipient that the preconditions set out for
each such installnment in the Project |Inplenentation Manual shall have been net.

5. The Recipient shall, through NEPA, naintain policies and procedures adequate to
enable it to monitor and eval uate on an ongoi ng basis, in accordance with indicators
acceptable to the Trustee, the carrying out of the PrOJect as well as the achi evenent
of the objectives t her eof .

6. For each Program Year, the Recipient shall, through NEPA, furnish to the Trustee
reports integrating the results of the nonitoring and evaluation activities perforned
pursuant to paragraph 5 above, in a fornat acceptable to the Trustee, as foll ows:

(a) four quarterly progress reports to be subnmitted not |ater than 45 days
following the end of each calendar quarter of the said Program Year and describing the
progress achieved in carrying out the Annual Program for said Program Year during the
i mmedi ately precedi ng cal endar quarter, except that progress achieved in inplenenting
any Annual Program concerning an ODS Sector that is a consunption sector, shall be
included only in the second and fourth quarterly progress reports; and

(b) an Annual Performance Audit Report, conprising a performance audit of the



carrying out of the Annual Program for said Program Year, prepared by an i ndependent
audit agency and in accordance with ternms of reference acceptable to the Trustee, and
to be furnished to the Trustee not later than the first day of the seventh nonth of
the next follow ng Program Year.

7. (a) The Reci pi ent shall, through NEPA, ensure that the quarterly progress
reports prepared in accordance with paragraph A 6 above shall:

(i) for the second quarterly progress report, set out the neasures
recomended to ensure the efficient carrying out of the Annual
Program concerned in the renmai nder of the Program Year; and

(ii) for the fourth quarterly progress report, set out the neasures
recomended to ensure the efficient carrying out of the Project
and the achi evenent of the objectives thereof during the next
foll owi ng Program Year.

(b) The Reci pient shall review each such progress report with the Trustee and
take account of measures nentioned therein in the preparation of the Annual Program
for the foll owi ng Program Year, based on the conclusions and reconmrendati ons of said
report and taking into account the Trustee's views on the natter.

B. Proj ect |nplenentati on Manual
1. The Recipient shall inplenent the Project in accordance with the Project
| mpl ement ati on Manual .
2. The Reci pi ent shall:
(a) furnish a draft manual to the Trustee for its approval, and adopt said
manual as approved; and
(b) thereafter, shall furnish any proposed change to the Project
| npl enentati on Manual to the Trustee for its prior approval.
C. ODS Sector Phase-Qut Plans and Annual Prograns
1. The Reci pi ent shall, through NEPA:
(a) prepare and furnish to the Trustee for approval (and furnishing to the

Executive Committee for approval) a plan for the phasing out of ODS Consunption in an
ODS Sector in the Recipient’s territory over a period of years;

(b) prepare and inpl enent annual prograns of actions for the reduction of ODS
Consunption in any ODS Sector in the Recipient’s territory in accordance with the
Project Inplenentation Manual, within the ODS Sector Phase-Qut Plan for such Sector as
approved by the Executive Conmittee;

(c) furni sh each proposed Annual Programto the Trustee for approval prior to
the commencenent of the inplementation of such Annual Program The first Annual
Programto be so furnished shall concern the hal on sector. Additional ODS Sectors
shall be the subject of Annual Prograns in accordance with the procedures set out in
the Project Inplenentation Manual;

(d) i mpl ement each such Annual Program as approved; and

(e) furnish any proposed revision to an Annual Program to the Trustee for
its prior approval.
2. Each Annual Program shall, for the Program Year and ODS Sector concerned,
i ncl ude:

(a) a base-line and phase-out target for ODS;

(b) the Annual Program Anount avail abl e for di sbursenents;

(c) policy instrunents to be inplenented,

(d) an enterprise |level action programto be carried out; and

(e) techni cal assistance to be carried out, including terms of reference for

consultants’ services and a detailed training program



SCHEDULE 4
ODS Phase- out Account

1. For the purposes of this Schedule, the term"eligible expenditures" neans
expenditures in respect of ODS Reduction, the Project Managenent Fee, the Agency
Service Fee and the reasonabl e cost of consultants’ services (other than the Agency
Service Fee) and training required for the Project and to be financed out of the
proceeds of the OTF Grant. Eligible expenditures shall be specified in an Annual
Program and shall not include expenditures incurred prior to the date of this
Agreenent, except for expenditures incurred in an amount not exceedi ng $200, 000 for
consultants’ services for the managenent information systemfor the Project.

2. Paynents out of the ODS Phase-out Account shall be nade exclusively for eligible
expenditures in accordance with the provisions of this Schedul e.

3. After the Trustee has received evidence satisfactory to it that the ODS
Phase- out Account has been duly opened, wi thdrawals fromthe OTF G ant Account in
respect of any Annual Program shall be made based on requests by the Recipient for
deposits into the ODS Phase-out Account as foll ows:

(a) The anpbunts allocated in such Annual Programfor the Agency Service Fee,
ot her consultants’ services and training may be withdrawn upon approval of the Annual
Program by the Trustee and the Executive Conmittee.

(b) The first 50% of the anount allocated in such Annual Program for ODS
Reduction and the Project Managenent Fee may be withdrawn only after receipt by the
Trustee of docunentary evidence acceptable to the Trustee that:

(i) sai d Annual Program has been approved by the Trustee and the
Executive Committee;

(ii) with the exception of the first Annual Program Anount for any ODS
Sector, ODS Consunption for the ODS Sector covered by said Annual
Program during the preceding Program Year for said ODS Sector has
not exceeded the production target set for the said preceding
Program Year, or such ODS Consunption during the first nine nonths
of said Program Year has not exceeded 80% of the production target
set for the entire Program Year; and

(iii) other disbursenent conditions regarding the said first 50% of such
Annual Program Anopunt, as set forth in the said Annual Program or
as set forth in the Project Inplenentation Manual, have been net.

(c) The next 30% of the amount allocated in such Annual Programfor ODS
Reduction and the Project Managenent Fee may be withdrawn only after recei pt by the
Trust ee of:

(i) with the exception of the first Annual Program Amount for any ODS
Sector, ODS Consunption for the ODS Sector covered by said Annual
Program during the precedi ng Program Year for said ODS Sector has
not exceeded the production target set for the said preceding
Program Year;

(ii) confirmation acceptable to the Trustee that ODS Reduction
Contracts have been signed in pursuance of which ODS Consunption
will be reduced to at |least the target set in the said Annual
Program

(iii) a progress report, acceptable to the Trustee, on the
i npl erentati on of the said Annual Program and

(iv) docunentary evi dence acceptable to the Trustee, that other
di shursenent conditions regarding the said 30% of such Annual



Program Amount as set forth in the said Annual Program or as set
forth in the Project |nplenmentation Manual, have been net.

(d) The final 20% of the anount allocated in such Annual Program for ODS
Reduction and the Project Managenent Fee may be withdrawn only after receipt by the
Trustee of:

(i) a progress report, acceptable to the Trustee, on the
i npl erentati on of the said Annual Program

(ii) with the exception of the first Annual Program Anpbunt for any ODS
Sector, the Annual Performance Audit Report, acceptable to the
Trustee, regarding the inplenmentati on of the Annual Program for
the Program Year immedi ately precedi ng the Program Year for which
the said Annual Program Anpbunt is made avail able; and

(iii) docunmentary evidence acceptable to the Trustee, that other
di sbursenment conditions regarding the said 20% of such Annual
Program Amount as set forth in the said Annual Program or as set
forth in the Project |nplenentation Manual, have been net.

On the basis of such request or requests, the Trustee shall w thdraw fromthe
OTF Grant Account and deposit into the ODS Phase-out Account such ampunt or anbunts as
the Recipient shall have requested, provided that the applicable conditions set forth
or referred to in paragraph 3(a), (b), (c) and (d) of this Schedule 4 have been net to
the satisfaction of the Trustee.

4, For each paynent nade by the Recipient out of the ODS Phase-out Account, the
Reci pient shall, at such time as the Trustee shall reasonably request, furnish to the
Trustee such docunments and ot her evidence showi ng that such paynment was nade
exclusively for eligible expenditures.

5. (a) If the Trustee shall have determined at any tine that any paynent out of
the ODS Phase-out Account was nade for an expenditure not consistent with the
provisions of this Agreement, the Recipient shall, pronptly upon notice fromthe

Trustee: deposit into the ODS Phase-out Account (or, if the Trustee shall so request,
refund to the Trustee) an amount equal to the ampunt so used or the portion thereof.

(b) The Reci pi ent may, upon notice to the Trustee, refund to the Trustee all
or any portion of the funds on deposit in the ODS Phase-out Account.

(c Refunds to the Trustee made pursuant to paragraphs 4 (a) and (b) of this
Schedul e shall be credited to the OTF Grant Account for subsequent w thdrawal or for
cancel lation in accordance with the relevant provisions of this Agreenment, including
the General Conditions.



