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Trust Fund Grant Agreenent

(Second Beijing Environnment Project)
bet ween
PECPLE' S REPUBLI C OF CHI NA
and

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVELCOPMENT

acting as an | nplenmenting Agency of the d obal Environment Facility

Dat ed October 10, 2000

GEF TRUST FUND GRANT NUMBER TF024121- CHA
GLOBAL ENVI RONMENT FACI LI TY TRUST FUND GRANT AGREEMENT

AGREEMENT, dated Cctober 10, 2000, between PEOPLE S REPUBLIC OF CHI NA (the
Reci pi ent) and | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT (the Bank) acting
as an inplenmenting agency of the dobal Environnent Facility (GEF) in respect of grant
funds provided to the GEF Trust Fund by certain nmenbers of the Bank as participants of
t he GEF.

WHEREAS (A) the Bank, pursuant to Resolution No. 91-5 of March 14, 1991 of the
Executive Directors of the Bank, established the GEF to assist in the protection of
the gl obal environnent and promote thereby environnentally sound and sustai nabl e
econom ¢ devel opnent ;

(B) following the restructuring of the CGEF, such arrangenents are continued
in place on the basis set forth in Resolution No. 94-2 of May 24, 1994, of the
Executive Directors of the Bank establishing the GEF Trust Fund;

(O the Recipient, having satisfied itself as to the feasibility and priority
of the Project described in Schedule 2 to this Agreenent, has requested assistance
fromthe resources of the GEF Trust Fund in the financing of the Project, and the Bank
has determi ned that such assistance would be in accordance with the provisions of
Resol ution No. 94-2 referred to above;

(D) the Recipient has also requested the Bank to provide additional financing
towards the financing of the Project and by an agreenent of even date herew th between
the Recipient and the Bank, the Bank is agreeing to provide such assistance in an
aggregate principal anmount equal to three hundred forty-nine mllion Dollars



($349, 000, 000) (the Loan); and

(E) The Project will be carried out by Beijing with the Recipient’s
assi stance and, as part of such assistance, the Recipient will nake available to
Beijing the proceeds of the GEF Trust Fund Grant as provided in this Agreenent for
purposes of carrying out Parts A(2) and A(3) of the Project; and

WHEREAS t he Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the CEF Trust Fund Grant to the Recipient upon the terns and conditions set
forth in this Agreenent and in the Project Agreement of even date herew th between the
Bank, acting on its own behalf and as an inpl enenting agency of GEF, and Beijing;

NOW THEREFORE, the 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 Agreenents of the Bank, dated January 1, 1985, as anended

t hrough Cctober 6, 1999, with the nodifications set forth in paragraph (b) of this
Section (the General Conditions) constitute an integral part of this Agreenent:

(i) Article I|;

(i) Sections 2.01 (2), (3), (4), (6), (8), (9, (10), (15, (1),
(17), (19) and (20), 2.02 and 2.03;

(iii) Section 3.01;
(iv) Section 4.01 and the first sentence of Section 4.009;
(v) Article V,

(vi) Sections 6.01, 6.02 (a), (c), (d), (e), (f), (i), (1), (m, (n),
(o) and (p), 6.03, 6.04 and 6. 06;

(vii) Section 8.01 (b);

(viii)Sections 9.01 (a) and (c), 9.04, 9.05, 9.06, 9.07, 9.08 and 9.09;

(ix) Sections 10.01, 10.03 and 10. 04;

(x) Article Xl; and

(xi) Sections 12.01 (c), 12.03 and 12.04.

(b) The General Conditions shall be nodified as follows:

(i) a new paragraph shall be added to the end of Section 2.01 to read

as follows: "the term"Special Drawing R ghts" and the synbol

"SDR' mean special drawing rights as valued by the International

Monetary Fund in accordance with its Articles of Agreenent”;

(ii) the term "Bank", wherever used in the General Conditions, other
than in Sections 2.01 (6) and 6.02 (f) thereof and the |ast use of
such termin Section 5.01 thereof, means the Bank acting as an
i mpl ementi ng agency of the GEF, except that in Section 6.02, the
term "Bank" shall also include the Bank acting in its own
capacity;

(iii) the term"Borrower", wherever used in the General Conditions,
nmeans the Recipient;

(iv) the term "Loan Agreenent"”, wherever used in the General
Condi tions, means this Agreenent;

(v) the term"Loan" and "l oan", wherever used in the General
Condi tions, neans the GEF Trust Fund G ant;



(vi) the term"Loan Account", wherever used in the General Conditions,
means the GEF Trust Fund Grant Account; and

(vii) a new subparagraph is added after subparagraph (p) in Section 6.02
of the General Conditions, as follows: "an extraordinary situation
shall have arisen in which any further disbursement under the GEF

Trust Fund G ant woul d exceed the resources avail able for

di sbursenent fromthe GEF."

Section 1.02. Werever used in this Agreenent, unless the context otherw se
requires, the several terns defined in the General Conditions and in the Recitals to
this Agreement have the respective meanings therein set forth and the foll ow ng
addi tional ternms have the foll ow ng neanings:

(a) "Affected Persons" neans persons who on account of the execution of the
Project had or would have their: (i) standard of living adversely affected; or (ii)
right, title or interest in any house, land (including premises, agricultural and
grazing land) or any other fixed or novabl e asset acquired or possessed, tenporarily
or permanently; or (iii) business, occupation, work or place of residence or habitat
adversely affected, and "Affected Person" neans any of the Affected Persons.

(b) "Beijing" neans the Beijing Miunicipality, an administrative sub-division
of the Recipient, and any successor thereto.

c) "Beijing Drainage Conmpany" and "BDC' nean a state-owned enterprise
establ i shed and operating pursuant to its Charter of 1993 and to Busi ness License No.
1101021302158(1-1), dated June 28, 1999, issued by Beijing Xicheng District Industrial
and Commerci al Adm nistration Bureau, and any successor thereto.

(d) "BEPB" neans the Beijing Environmental Protection Bureau which is
responsible for, inter alia, environmental managenent in Beijing.

(e) "Boil er Conversion" nmeans a proposal under Part A(1) of the Project by an
Enduser to replace its coal-fired boiler or boilers with a gas-fired boiler or
boi | ers.

(f) "Boil er Sal e and Purchase Contract" means the agreenent referred to in
Section |l, paragraph 7(a) of Schedule 3 to the Project Agreenent, to be entered into
bet ween SJET and an Enduser, as said agreenent may be anended fromtime to tine.

(9) "Cat egory" means a category of itenms set forth in the table in paragraph
1 of Schedule 1 to this Agreenent.

(h) "Conpany Law' means the Borrower’s Conpany Law, pronul gated on Decenber
29, 1993 and nmde effective on July 1, 1994.

(i) "Enduser" neans an entity or individual that owns one or nore coal -fired
boilers and applies to SJET for a Boiler Conversion.

j "Envi ronnental Assessnent" neans the Second Beijing Environnent Project
Envi ronnental Assessment dated April 2000, which includes an environnental assessnent
of the inplenentation of Parts A(1) and B of the Project, environmental mtigation
nmeasures and the administrative and nonitoring arrangenents to ensure the

i mpl ementati on of such measures.

(k) "Gas Boiler" means a gas-fired boiler and associ ated equi pnent essenti al
for the operation and nai ntenance of such boiler.

(1) "Heating Energy Conservation Center" and "HECC' nean the Heating Energy
Conservation Center established and maintained pursuant to paragraph 6 of Schedule 2
to the Project Agreenent, and any successor thereto.

m "I DP" means the Institutional Devel opnent Plan of Beijing Drai nage
Conpany dat ed Novenber 1999, which sets out a broad framework for inproving the
managenent of BDC and restructuring BDC as an autononpus enterpri se.



(n "Operations Manual " nmeans a namnual, satisfactory to the Bank, to be
devel oped by SJET pursuant to Section |1, paragraph 6(a) of Schedule 3 to the Project
Agreenment, as such manual may be revi sed fromtine to time with the prior approval of
t he Bank.

(o) "Project Agreenment” means the agreement between the Bank, acting on its
own behal f and as an inpl enenting agency of GEF, and Beijing of even date herewith, as
the sanme may be anmended fromtine to tinme; and such termincludes all schedul es and
agreenents supplemental to the Project Agreenent.

(p) "Renm nbi " means the currency of the Borrower.

(q) "Respective Part of the Project" means
(i) for SIET: Parts A(1l) and A(2) of the Project; and
(ii) for BDC. Parts B, C and D of the Project.

(r) "Resettl enent Action Plan" neans the Resettlenent Action Plan for
Sewer age Component of Second Beijing Environment Project, dated March 29, 2000, which
sets out the procedures governing |and acquisition, resettlenment and conpensation for
Affected Persons under Part B of the Project, as well as nonitoring and reporting
arrangenents to ensure conpliance with said plan, as such Resettlenent Action Plan may
be revised fromtinme to time in agreenent with the Bank.

(s) "SJET" means Shi huan Jietien Energy Technol ogy Conpany, a linited
liability conmpany established and operating pursuant to its Charter of Septenber 7,
1999; and to Business License No. 1101021094879 dated Novenber 17, 1999, issued by
Beijing Industrial and Conmercial Administration Bureau, and any successor thereto.

(t) "Speci al Account" means the account referred to in Section 2.02(b) of
this Agreenent.

(u) "Subsidiary Grant Agreenent" means the agreenent to be entered into
bet ween Beijing and SJET pursuant to paragraph 4(b) of Schedule 2 to the Project
Agreenment, as the sane may be anended fromtine to tinme, with the agreenent of the
Bank, and such termincludes any schedul es to said agreenent.

(v) "Subsi di ary Loan Agreenents" means, collectively, the agreenents to be
entered into between Beijing and each of SJET and BDC pursuant to paragraph 4(a) of
Schedule 2 to the Project Agreenent, as the sane nay be anended fromtine to tine,
with the agreenent of the Bank, and such termincludes any schedules to said
agreenents; and "Subsidiary Loan Agreement" neans either one of the Subsidiary Loan
Agr eenent s.

ARTI CLE ||
The CGEF Trust Fund G ant

Section 2.01. The Bank agrees to nmake available to the Recipient, on the terns
and conditions set forth or referred to in this Agreenent, the GEF Trust Fund Grant in
an amount in various currencies equivalent to eighteen mllion nine hundred thousand
Speci al Drawi ng Rights (SDR 18, 900, 000).

Section 2.02. (a) The ampunt of the GEF Trust Fund Grant nmay be withdrawn from
the GEF Trust Fund Grant Account in accordance with the provisions of Schedule 1 to
this Agreerment for expenditures nmade (or, if the Bank shall so agree, to be made) in
respect of the reasonabl e cost of goods and services required for carrying out the
Project and to be financed out of the proceeds of the GEF Trust Fund G ant.

(b) The Recipient may, for the purposes of Parts A(2) and A(3) of the
Project, open and naintain in Dollars a special deposit account in a comercial bank
acceptable to the Bank, on terns and conditions satisfactory to the Bank, including
appropriate protection against set off, seizure or attachment. Deposits into, and
paynents out of, the Special Account shall be nade in accordance wth the provisions



of Schedule 3 to this Agreenent.

Section 2.03. The Cosing Date shall be December 31, 2006, or such later date as
the Bank shall establish. The Bank shall pronptly notify the Recipient of such |ater
dat e.

ARTI CLE |11
Execution of the Project

Section 3.01. (a) The Recipient declares its conmtnent to the objectives of the
Project as set forth in Schedule 2 to this Agreenent and, to this end w thout any
limtation or restriction upon any of its other obligations under this Agreenent,
shal|l cause Beijing to carry out the Project and to performin accordance with the
provi sions of the Project Agreenent all the obligations of Beijing therein set forth,
shal|l take and cause to be taken all action, including the provision of funds,
facilities, services and other resources, necessary or appropriate to enable Beijing
to perform such obligations, and shall not take or permt to be taken any action which
woul d prevent or interfere with such performance

(b) The Reci pient shall make the proceeds of the GEF Trust Fund G ant
available to Beijing on a grant basis, wthout any deduction of any charge, commi ssion
or fee of any kind fromthe GEF Trust Fund G ant.

Section 3.02. Except as the Bank shall otherw se agree, procurenent of the goods
and consultants’ services required for Parts A(2) and A(3) of the Project and to be
financed out of the proceeds of the GEF Trust Fund Grant shall be governed by the
provi sions of Schedule 1 to the Project Agreenent.

Section 3.03. The Bank and the Recipi ent 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 to insurance, use of goods and services, plans and schedul es, records and
reports, maintenance and | and acquisition, respectively) in respect of the Project
shall be carried out by Beijing pursuant to Section 2.03 of the Project Agreenent.

ARTI CLE |V
Fi nanci al Conditions

Section 4.01. (a) For all expenditures with respect to which withdrawals from
the GEF Trust Fund Grant Account were nmade on the basis of statenents of expenditure
the Recipient shall

(i) mai ntain, or cause to be maintained, in accordance w thsound
accounting practices, records and accounts reflecting such
expendi t ures;

(ii) retain, until at |east one year after the Bank has received the
audit report for the fiscal year in which the last withdrawal from
the GEF Trust Fund Grant Account or payment out of the Speci al
Account was made, all records (contracts, orders, invoices, bills
recei pts and ot her docunments) evidencing such expenditures;

(iii) enable the Bank's representatives to exam ne such records; and

(iv) ensure that such records and accounts are included in the annua
audit referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors

as to whether the statenents 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
rel ated wthdrawal s.

(b) The Reci pi ent shall



(i) have the records and accounts referred to in paragraph (a)(i) of
this Section, including those for the Special Account, for each
fiscal year audited, in accordance with appropriate auditing
principles consistently applied, by independent auditors
acceptabl e to the Bank;

(ii) furnish to the Bank as soon as available, but in any case not
later 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 Bank shall have reasonably requested, including a separate

opi nion by said auditors as to whether the statenents of

expendi ture submitted during such fiscal year, together with the

procedures and internal controls involved in their preparation,

can be relied upon to support the related w thdrawal s; and

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

ARTI CLE V
Renedi es of the Bank

Section 5.01. Pursuant to Section 6.02 (p) of the General Conditions, the
followi ng additional events are specified:

(a) Beijing shall have failed to performany of its obligations under the
Proj ect Agreenent.

(b) As a result of events which have occurred after the date of this
Agreenment, an extraordinary situation shall have arisen which shall nake it inprobable
that Beijing will be able to performits obligations under the Project Agreenent.

(c) (i) Subj ect to subparagraph (ii) of this paragraph:

(A the right of the Recipient to withdraw the proceeds of the
Loan made to the Recipient for the financing of the Project
shal | have been suspended, canceled or term nated in whole
or in part, pursuant to the terns of the Loan Agreenent, or

(B) the Loan shall have become due and payable prior to the
agreed maturity thereof.

(ii) Subpar agraph (i) of this paragraph shall not apply if the
Reci pi ent establishes to the satisfaction of the Bank that:

(A such suspension, cancellation, ternination or prematuring is
not caused by the failure of the Recipient to performany of
its obligations under the Loan Agreement; and

(B) adequate funds for the Project are available to the
Reci pi ent fromother sources on terns and conditions
consistent with the obligations of the Recipient under this
Agr eenent .

(d) Beijing, SJET or BDC shall have failed to performany of its obligations
under its respective Subsidiary Loan Agreenent or Subsidiary G ant Agreenent.

ARTI CLE VI
Ef f ecti veness, Term nation
Section 6.01. The following events are specified as conditions to the

ef fectiveness of the GEF Grant Agreenment within the neaning of Section 12.01(c) of the
General Conditions:

(a) the Loan Agreenent has been executed and delivered and all conditions
precedent to its effectiveness or to the right of the Recipient to nake w thdrawal s



thereunder, except only the effectiveness of the GEF Grant Agreenent, have been
fulfilled; and

(b) the Subsidiary Grant Agreenent has been executed on behalf of the parties
t hereto.

Section 6.02. The following event is specified as an additional matter, within
the neani ng of Section 12.02(c) of the General Conditions, to be included in the
opi nion or opinions to be furnished to the Bank, nanely, that the Subsidiary G ant
Agreement between Beijing and SJET has been duly authorized or ratified by Beijing and
SJET and is legally binding upon Beijing and SJET in accordance with its terns.

Section 6.03. The date ninety (90) days after the date of this Agreement is
hereby specified for the purposes of Section 12.04 of the General Conditions.

Section 6.04. This Agreenent shall continue in effect until the GEF Trust Fund
Grant has been fully disbursed and the parties to this Agreenent have fulfilled their
obl i gati ons hereunder.

ARTI CLE VI |
Representative of the Recipient; Addresses
Section 7.01. The Mnistry of Finance of the Recipient is designhated as

representative of the Recipient for the purposes of Section 11.03 of the Ceneral
Condi ti ons.

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

For the Recipient:

M nistry of Finance

Sanl i he

Beijing

Peopl e’ s Republic of China

Cabl e address: Tel ex: Facsim | e:
FI NANM N 22486 MFPRC CN (86-10)-68551125
Beijing

For the Bank:

International 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: Facsim | e:

| NTBAFRAD 248423 (M) or (202) 477-6391
Washi ngton, D.C 64145 (MCl)

IN WTNESS WHEREOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreenent to be signed in their respective nanmes in
Beljing, People’ s Republic of China, as of the day and year first above witten.

PECPLE S REPUBLI C OF CH NA

By /s/ Zhu Guangyao



Aut hori zed Representative

| NTERNATI ONAL BANK FOR
RECONSTRUCTI ON AND DEVELOPMENT

acting as an | nplenmenting Agency of the d obal Environment
Facility

By /s/ Yukon Huang
Aut hori zed Representative

SCHEDULE 1

Wt hdrawal of the Proceeds of the GEF Trust Fund G ant

1. The table below sets forth the Categories of itens to be financed out of the
proceeds of the GEF Trust Fund Grant, the allocation of the ambunts of the GEF Trust
Fund Grant to each Category and the percent age of expenditures for itens so to be
financed in each Category:

Amount of the

GEF Trust Fund G ant % of
(Al 'l ocat ed Expressed Expendi t ures
Cat egory in SDR Equi val ent) to be Financed
(1) Goods under Parts A(2) 9, 400, 000 100% of foreign
and A(3) of the expendi tures, 100% of
Pr oj ect | ocal expenditures (ex-

factory cost) and 70%
of local expenditures
for other itens procured

| ocal ly.

(2) Consul tants’ services 9, 500, 000 100%

and traini ng under

Parts A(2) and A(3)

of the Project

TOTAL 18, 900, 000

2. For the purposes of this Schedul e:

(a) the term"foreign expendi tures" neans expenditures in the currency of any

country other than that of the Recipient for goods or services supplied fromthe
territory of any country other than that of the Recipient; provided, however, that:
(i) expenditures in the currency of the Hong Kong Special Adm nistrative Region of the
Reci pi ent for goods or services supplied fromsaid region; and (ii) expenditures in
the currency of the Macau Special Adm nistrative Region of the Recipient for goods or
services supplied fromsaid region, shall be deened to be "foreign expenditures"; and

(b) the term "l ocal expenditures" nmeans any expenditures that are not foreign
expendi t ures.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no wi thdrawals shall be
made in respect of paynments nmade for expenditures under the Project prior to the date
of this Agreement, except that withdrawals, in an aggregate amount not exceedi ng SDR
1, 900, 000 for expenditures under Parts A(2) and A(3) of the Project nay be nade in
respect of Categories (1) and (2) on account of paynents nmade for expenditures before
that date but after Decenber 31, 1999.

4. The Bank may require withdrawal s fromthe GEF Trust Fund Grant Account to be
made on the basis of statements of expenditure for expenditures for:



(a) goods under contracts costing | ess than $250, 000 equi val ent each;

(b) consultants’ services under contracts with firns or individuals, each
costing |l ess than $100, 000 equi val ent or $50, 000 equi val ent respectively; and

(c) training, regardl ess of the cost thereof, all under such terns and
conditions as the Bank shall specify by notice to the Recipient.

5. If the Bank shall have determined at any tine that any paynent nmade fromthe GEF
Trust Fund Grant Account was used for any expenditure not consistent with the
provi sions of this Agreenent, the Recipient shall, pronmptly upon notice fromthe Bank

refund to the Bank for deposit into the GEF Trust Fund Grant Account, an anount equal
to the ambunt so used or the portion thereof as specified by the Bank

SCHEDULE 2
Description of the Project

The objective of the Project is to assist Beijing in alleviating air and water
pol lution through: (a) pronotion of natural gas as an alternative to coal as a fuel
source for boilers; (b) pronotion of energy conservation in district heating systens;
(c) building of sewage collection networks and treatnent facilities in the Liangshu
River and Q ng River basins; and (d) strengthening of Beijing' s environnenta
managenent policies and institutions.

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

Part A Air Pollution Contro
Improving air quality in selected areas in Beijing through:
(1) Boi | er conversion

Conversion or replacenment of mediumsized coal-fired boilers to or with
gas-fired boilers.

(2) Techni cal capacity and nmarket devel opnent

(a) Devel opnent of efficient nodels of gas-fired boiler equipnment
configurations, installation and nai ntenance; (b) devel opnment of industry capacity for
provi sion of gas-fired boiler assenbly, installation and maintenance services; and (c)
devel opnent of nmarkets for gas-fired boilers, all through the provision of
consultants’ services, training and equi pnent.

(3) Heati ng energy conservation

(a) Establishnent of best practice nbdels and standards for energy efficient
heat generation, for heat distribution and operation of associ ated heat supply systens
and for pronotion of energy conservation by end-users; (b) codification, dissemnnation
and pronotion of said nodels and standards; and (c) strengthening of institutiona
capacity to carry out foregoing activities, all through the provision of consultants’
services, training and equi pnent.

(4) Air quality nonitoring and nmanagenent

(a) Enhancenent of institutional capacity to nonitor and evaluate air quality
t hr ough upgradi ng and expansi on of nonitoring stations and anal ytical equipnent; and
(b) inmprovement of institutional capacity to manage air quality through provision of
consul tants services, training and equi pnent.



Part B: Wast ewat er Managenent
I mproving water quality through:
(1) Li angshui Ri ver Basin

Construction of three secondary wastewater treatnment facilities and associ ated
sewage collection networks, including about 48 kil oneters of interceptor sewers in the
Li angshui Ri ver Basin.

(2) Q ng River Basin

Construction of a sewage collection network, including about 26 kil ometers of
interceptor sewers and siphons, in the Qng River Basin.

Part C I nstitutional Strengthening

Devel opi ng and strengthening institutional wastewater managenent capability and
capacity to operate on an autononous basis, through provision of consultants services,
trai ning and equi pnent.

Part D: Resett| enent

Resettl enent and rehabilitation of Affected Persons in connection with the
carrying out of Part B of the Project.

The Project is expected to be conpleted by June 30, 2006.
SCHEDULE 3
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 Agreenent;

(b) the term"eligible expenditures" neans expenditures in respect of the
reasonabl e cost of goods and services required for Parts A(2) and A(3) of the Project
and to be financed out of the proceeds of the GEF Trust Fund Grant allocated fromtine
to time to the eligible Categories in accordance with the provisions of Schedule 1 to
this Agreenent; and

(c) the term"Authorized Allocation" neans an anount equivalent to
$2, 000, 000, to be withdrawn fromthe GEF Trust Fund Grant Account and deposited into
the Special Account pursuant to paragraph 3(a) of this Schedul e, provided, however,
that unless the Bank shall otherw se agree, the Authorized Allocation shall be limted
to an amount equival ent to $1,300,000 until the aggregate amount of w thdrawals from
the GEF Trust Fund Grant Account allocated to the eligible Categories for said Special
Account plus the total amount of all outstanding special commitnments entered into by
the Bank pursuant to Section 5.02 of the General Conditions for Parts A(2) and A(3) of
the Project shall be equal to or exceed the equival ent of SDR 7,500, 000.

2. Payments out of the Special Account shall be made exclusively for eligible
expendi tures in accordance with the provisions of this Schedul e.

3. After the Bank has received evidence satisfactory to it that the Special Account
has been duly opened, w thdrawal s of the Authorized Allocation and subsequent
withdrawal s to repl enish the Special Account shall be nade as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Recipient shall furnish



to the Bank a request or requests for deposit into the Special Account of an anpunt or
anounts whi ch do not exceed the aggregate anmount of the Authorized Allocation. On the
basi s of such request or requests, the Bank shall, on behalf of the Recipient,

wi t hdraw fromthe GEF Trust Fund Grant Account and deposit into the Special Account
such ampunt or anpbunts as the Recipient shall have requested

(b) (i) For repl eni shment of the respective Special Account, the Recipient
shall furnish to the Bank requests for deposits into the Specia
Account at such intervals as the Bank shall specify.

(i) Prior to or at the tine of each such request, the Recipient shal
furnish to the Bank the docurments and ot her evidence required
pursuant to paragraph 4 of this Schedule for the paynent or
paynents in respect of which replenishnent is requested. On the
basi s of each such request, the Bank shall, on behalf of the
Reci pient, withdraw fromthe GEF Trust Fund G ant Account and
deposit into the Special Account such anpunt as the Recipient
shall have requested and as shall have been shown by said
docunents and ot her evidence to have been paid out of the Special
Account for eligible expenditures. Al such deposits shall be
wi t hdrawn by the Bank fromthe GEF Trust Fund Grant Account under
the eligible Categories, and in the respective equival ent anounts,
as shall have been justified by said docunents and ot her evi dence

4. For each paynent nade by the Recipient out of the Special Account, the Recipient
shall, at such tinme as the Bank shall reasonably request, furnish to the Bank such
docurments and ot her evidence showi ng that such paynment was nade excl usively for

el i gi bl e expenditures.

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

(a) if, at any tine, the Bank shall have determ ned that all further
wi t hdrawal s shoul d be nade by the Recipient directly fromthe GEF Trust Fund G ant
Account in accordance with the provisions of Article V of the General Conditions and
paragraph (a) of Section 2.02 of this Agreenent;

(b) if the Recipient shall have failed to furnish to the Bank, within the
period of time specified in Section 4.01 (b)(ii) of this Agreenent, 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 Recipient of its
intention to suspend in whole or in part the right of the Recipient to nake
wi thdrawal s fromthe GEF Trust Fund G ant Account pursuant to the provisions of
Section 6.02 of the General Conditions; or

(d) once the total unw thdrawn anount of the GEF Trust Fund Grant allocated
to the eligible Categories for the Special Account, mnus the total anount of al
out st andi ng special commtnents entered into by the Bank pursuant to Section 5.02 of
the General Conditions with respect to the Project, shall equal the equival ent of
twi ce the anobunt of the Authorized Allocation

Thereafter, withdrawal fromthe GEF Trust Fund G ant Account of the remaining
unwi t hdrawn anount of the GEF Trust Fund Grant allocated to the eligible Categories
shall follow such procedures as the Bank shall specify by notice to the Recipient.
Such further withdrawals shall be nmade only after and to the extent that the Bank
shal | have been satisfied that all such anpbunts renmining on deposit in the Special
Account as of the date of such notice will be utilized in naking paynents for eligible
expendi tures.

6. (a) If the Bank shall have determ ned at any tine that any paynent out of any
Speci al Account: (i) was nmade for an expenditure or in an anount not eligi bl e pursuant
to paragraph 2 of this Schedule; or (ii) was not justified by the evidence furnished
to the Bank, the Recipient shall, pronptly upon notice fromthe Bank: (A) provide such
addi tional evidence as the Bank may request; or (B) deposit into the Special Account
(or, if the Bank shall so request, refund to the Bank) an anmpunt equal to the anmpunt



of such paynment or the portion thereof not so eligible or justified. Unless the Bank
shal | otherw se agree, no further deposit by the Bank into the Special Account shall
be made until the Recipient has provided such evidence or nmade such deposit or refund,
as the case nay be.

(b) If the Bank shall have determ ned at any tine that any anopunt outstandi ng
in the Special Account will not be required to cover further paynents for eligible
expendi tures, the Recipient shall, promptly upon notice fromthe Bank, refund to the

Bank such outstandi ng anmount.

(c) The Reci pi ent may, upon notice to the Bank, refund to the Bank all or any
portion of the funds on deposit in the Special Account.

(d) Ref unds to the Bank made pursuant to paragraphs 6(a), (b) and (c) of this
Schedul e shall be credited to the GEF Trust Fund Grant Account for subsequent
wi thdrawal or for cancellation in accordance with the relevant provisions of this
Agreement, including the General Conditions.



