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LOAN AGREEMENT

AGREEMENT dated ______________ 2008 between the Borrower and EUROPEAN BANK FOR RECONSTRUCTION AND DEVELOPMENT (the "Bank").

PREAMBLE

WHEREAS, the Bank has been established to provide financing for specific projects to foster the transition towards open market‑oriented economies and to promote private and entrepreneurial initiative in the Central and Eastern European countries committed to and applying the principles of multiparty democracy, pluralism and market economics;

WHEREAS, the Borrower intends to implement the Project as described in Schedule 1 which is designed to assist the Borrower, inter alia, in the rehabilitation and upgrading of the municipal  and regional roads network in the territory of the Borrower, including the implementation of relevant reforms in the Borrower’s road sector;

WHEREAS, the Project will be carried out by the ASR (as defined below) (the “Project Entity”) with financial assistance from the Borrower;

WHEREAS, the Borrower has requested assistance from the Bank in financing part of the Project;

WHEREAS, the Bank has arranged technical cooperation funds in an amount of Euro 3,050,000 on a grant basis to assist the Borrower in implementing parts of the Project (and the Bank may consider arranging additional technical cooperation funds in the future if required);

WHEREAS, the Borrower has contracted a loan from the World Bank (the "Co-financier") in the amount of Euro 70,000,000 to assist in financing parts of the Borrower’s municipal and regional roads network not captured by the Project; and

WHEREAS, the Bank has agreed on the basis of, inter alia, the foregoing to make a loan to the Borrower in the maximum amount of Euro 50,000,000, subject to the terms and conditions set forth or referred to in this Agreement and in the agreement dated the date hereof between the Project Entity and the Bank (the “Project Agreement” as defined in the Standard Terms and Conditions).

NOW, THEREFORE, the parties hereby agree as follows:

ARTICLE I - STANDARD TERMS AND CONDITIONS; DEFINITIONS

Section 1.01.
Incorporation of Standard Terms and Conditions


All of the provisions of the Bank's Standard Terms and Conditions dated 1 October 2007 are hereby incorporated into and made applicable to this Agreement with the same force and effect as if they were fully set forth herein, subject, however, to the following modifications (such provisions as so modified are hereinafter called the "Standard Terms and Conditions"):

(a)
The defined term “Margin” in Section 2.02 of the Standard Terms and Conditions shall, for purposes of this Agreement, be modified to read as follows:

““Margin” means one-half (0.5%) per cent.” 

(b)
Section 3.05(b) of the Standard Terms and Conditions shall, for purposes of this Agreement, be modified to read as follows: 

"(b) The Borrower shall pay to the Bank a front-end commission of Euro 250,000.”

Section 1.02.
Definitions


Wherever used in this Agreement (including the Preamble and Schedules), unless stated otherwise or the context otherwise requires, the terms defined in the Preamble have the respective meanings given to them therein, the terms defined in the Standard Terms and Conditions have the respective meanings given to them therein and the following terms have the following meanings:

“ASR”
means the Borrower’s Agency for State Roads, an entity established for the purposes of performing the activities related to management, construction, reconstruction, maintenance and protection of the Borrower’s roads in accordance with Article 14 of the Roads Law. 

“Borrower”
means the member of the European Bank for Reconstruction and Development referred to in Resolution No. 35 of the Board of Governors of the European Bank for Reconstruction and Development.

"Borrower's Authorised

Representative"
means the Minister of Finance of the Borrower.

"Environmental and Social

Action Plan" or “ESAP”
means the environmental and social action plan for the Project attached hereto as Schedule 4, as such environmental action plan may be amended from time to time with the prior written consent of the Bank.

"Environmental Matter"
means:

(a) the pollution or protection of the environment;

(b) harm to or the protection of human health;

(c) health and safety of the workplace; or 

(d)
any emission or substance capable of causing harm to any living organism or the environment.

"Fiscal Year"
means the Borrower's fiscal year commencing on 1 January and ending on 31 December of each year.

“Municipal Roads”
means roads in the territory of the Borrower within the meaning of paragraph 10.of Article 4 of the Roads Law, and which fall under the jurisdiction of the Borrower.

"PIU"
means the project implementation unit referred to in Section 3.02.

“Regional Roads”
means roads in the territory of the Borrower which constitute “regional roads” within the meaning of paragraphs 8. and 9. of Article 4 of the Roads Law.

“Roads Law”
means the Law on Public Roads enacted by the Borrower’s Parliament on 4 July 2008 (Gazette Number 84-2008), as in effect on the date of this Agreement.

"Social Matter"
means:

(a) labour standards and employment conditions as regulated by applicable law;

(b) the impact on persons of resettlement or land acquisition;

(c) the impact on indigenous peoples and other vulnerable groups;

(d) the impact on objects of cultural heritage including archaeological artefacts and sites; or

(e) public consultation and disclosure, including grievances from members of the public notified to the Borrower.

"Special Account"
means the special deposit account referred to in Section 2.03(b) and Schedule 3.

Section 1.03.
Interpretation


In this Agreement, a reference to a specified Article, Section or Schedule shall, except where stated otherwise in this Agreement, be construed as a reference to that specified Article or Section of, or Schedule to, this Agreement.

ARTICLE II - PRINCIPAL TERMS OF THE LOAN

Section 2.01.
Amount and Currency

(a)
The Bank agrees to lend to the Borrower, on the terms and conditions set forth or referred to in this Agreement, the amount of Euro 50,000,000.

(b)
The Loan shall consist of two Tranches, as follows:

(1)
Tranche 1 in the amount of Euro 25,000,000; and

(2)
Tranche 2 in the amount of Euro 25,000,000.

Section 2.02.
Other Financial Terms of the Loan

(a)
The Minimum Drawdown Amount shall be Euro 250,000.

(b)
The Minimum Prepayment Amount shall be (i) for any portion of the Loan subject to a Variable Interest Rate, Euro 1,000,000; and (ii) for any portion of the Loan subject to a Fixed Interest Rate, Euro 5,000,000.

(c)
The Minimum Cancellation Amount shall be (i) for any portion of the Loan subject to a Variable Interest Rate, Euro 1,000,000; and (ii) for any portion of the Loan subject to a Fixed Interest Rate, Euro 5,000,000.

(d)
The Interest Payment Dates shall be 5 December and 5 June of each year.

(e)
(1)
The Borrower shall repay the Loan in 22 equal (or as nearly equal as possible) semi-annual instalments on 5 December and 5 June of each year, with the first Loan Repayment Date being 5 December 2012 and the last Loan Repayment Date being 5 June 2023.         

(2)
Notwithstanding the foregoing, in the event that 

(i) 
the Borrower does not draw down the entire Loan amount prior to the first Loan Repayment Date specified in this Section 2.02.(e), and 

(ii) 
the Bank extends the Last Availability Date specified in Section 2.02.(f) below to a date which falls after such first Loan Repayment Date, 

then the amount of each drawdown made on or after the first Loan Repayment Date shall be allocated for repayment in equal amounts to the several Loan Repayment Dates which fall after the date of such drawdown (with the Bank adjusting the amounts so allocated as necessary so as to achieve whole numbers in each case). The Bank shall, from time to time, notify the Borrower of such allocations. 

(f)
The Last Availability Date shall be 5 December 2012, or such later date that the Bank may in its discretion establish and notify to the Borrower. If the Available Loan Amount, or any part thereof, is subject to a Fixed Interest Rate, and the Bank postpones the Last Availability Date, the Borrower shall promptly pay to the Bank such amount of Unwinding Costs as shall, from time to time, be notified by the Bank in writing to the Borrower. Any request by the Borrower for a change in the Last Availability Date shall be submitted by the Borrower to the Bank in writing at least 10 Business Days prior to the Last Availability Date.

(g)
The rate of the Commitment Charge shall be 0.25% per annum.

(h)
 

The Loan is subject to a Variable Interest Rate. Notwithstanding the foregoing, the Borrower may, as an alternative to paying interest at a Variable Interest Rate on all or any portion of the Loan then outstanding, elect to pay interest at a Fixed Interest Rate on such portion of the Loan in accordance with Section 3.04(c) of the Standard Terms and Conditions.



Section 2.03.
Drawdowns; Availability and Special Account

(a)
The Available Amount may be drawn down from time to time in accordance with the provisions of Schedule 2 to finance (1) expenditures made (or, if the Bank so agrees, to be made) in respect of the reasonable cost of goods, works and services required for the Project, and (2) the Front-end Commission. The Borrower shall only request the Bank to make Tranche 2 available after each of the following requirements has been met: 

(i)
ASR shall have become operational in a manner consistent with the Roads Law and ASR’s management shall have adopted and commenced the implementation of a new organisational structure for ASR, acceptable to the Bank. 

(ii)
The Borrower shall have presented to the Bank

(A) 
a works programme for the rehabilitation and upgrading of Municipal Roads in the territory of the Borrower; and 

(B) a schedule for the procurement and implementation of the works described in (A), 

which programme and schedule shall be in form and substance acceptable to the Bank. 

(b)
The Borrower shall, for purposes of the Project, cause the Project Entity to open and maintain a special deposit account denominated in the Loan Currency at the National Bank of the Borrower on terms and conditions satisfactory to the Bank, including appropriate protection against set-off, seizure and attachment.  If the Borrower wishes to make Drawdowns for deposit into, and direct payments out of, the Special Account (instead of Drawdowns pursuant to Section 2.03(a)), such Drawdowns shall be made in accordance with the provisions of Schedule 3. 

[NOTE: because a Special Account is used, there is a need for a comfort letter and acknowledgement of an authorisation letter (see Minutes)].

ARTICLE III - EXECUTION OF THE PROJECT

Section 3.01.
Other Affirmative Project Covenants


In addition to the general undertakings set forth in Article IV of the Standard Terms and Conditions, the Borrower shall, unless the Bank otherwise agrees:

(a)
take all action necessary to provide adequate funds for the completion of the Project;


(b)
cause ASR to:


(A)
by no later than 31 December 2011 assume certain responsibilities of Makedonija Pat in accordance with the Roads Law, but including, without limitation, the operation and management of the following functions with respect to the Borrower’s  road sector: 

(I)
traffic counting; 

(II)
engineering supervision; and 

(III)
toll collection. 

(B)
by no later than 31 May 2010 prepare, and submit to the Bank for approval, and, once so approved, thereafter implement, a management information systems plan for ASR;

(C)
by no later than 31 December 2010 adopt a three-year business plan for ASR  which plan shall be in form and substance acceptable to the Bank; and

(D)
by no later than 31 December 2010 establish toll collection as a separate and distinct business unit within the overall organisational structure of ASR; 

(c)
ensure that, or cause ASR to ensure that, by no later than 31 December 2011 all routine maintenance to be undertaken with respect to those parts of the Borrower’s road network that are under the jurisdiction of ASR in accordance with the Roads Law are competitively and transparently tendered out to private sector contractors; and

(d)
by no later than 31 December 2009 submit a draft law on the restructuring of Makedonija Pat for comment by the Bank and prior to submitting such law to the Borrower’s Parliament.

Section 3.02.
Project Implementation Unit


In order to coordinate, manage, monitor and evaluate all aspects of Project implementation, including the procurement of goods, works and services for the Project, the Borrower shall cause ASR, unless otherwise agreed with the Bank, to establish and at all times during execution of the Project operate a project implementation unit with adequate resources and suitably qualified personnel (including personnel from ASR and outside consultants), under terms of reference acceptable to the Bank.

Section 3.03.
Procurement


For purposes of Section 4.03 of the Standard Terms and Conditions, the following provisions shall, except as the Bank otherwise agrees, govern procurement of goods, works and services required for the Project and to be financed out of the proceeds of the Loan:

(a)
Goods, works and services (other than consultants' services which are included within Section 3.03(c)) shall be procured through open tendering.

(b)
For purposes of Section 3.03(a), the procedures for open tendering are set out in Chapter 3 of the EBRD Procurement Rules.

(c)
Consultants to be employed by the Borrower or ASR, as applicable, to assist in carrying out the Project shall be selected in accordance with the procedures set out in Chapter 5 of the EBRD Procurement Rules.

(d)
All contracts shall be subject to the review procedures set out in Annex 1 to the EBRD Procurement Rules.  

(e)
For any contract in respect of which payment is to be made out of the Special Account, procurement procedures shall be followed that ensure that the review requirements of Section 3.03(d) are satisfied prior to the making of the first payment out of the Special Account in respect of such contract.

Section 3.04.
Environmental and Social Compliance Covenants


Without limiting the generality of Sections 4.02(a), 4.04(a)(iii), and 5.02(c)(iii) of the Standard Terms and Conditions, the Borrower shall cause ASR, unless the Bank otherwise agrees:

(a)
carry out the Project in accordance with environmental regulations and standards in effect from time to time in the jurisdiction in which the Project is located and with environmental standards existing in the European Union on the date hereof (or, in the event that such standards do not exist in the European Union, as set forth in the applicable environmental guidelines of the World Bank Group), and the International Finance Corporation's Safeguard Policies on Indigenous Peoples, Involuntary Resettlement and Cultural Property as referred to in Bank’s Environmental Policy as of the date hereof;

(b)
in connection with the Project,  observe all applicable laws and standards on employment, including those relating to the employment of children and young people, discrimination at work, and forced labour. Such applicable laws and standards shall include (i) the International Labour Organisation's fundamental conventions concerning the abolition of child labour, the elimination of discrimination at the workplace and the elimination of forced and compulsory labour and (ii) national law;

(c)
diligently implement and adhere to the Environmental and Social Action Plan, and each Sub-Project ESAP (as defined in the third row of Schedule 4);

(d)
prior to commencing construction works with respect to any component of the Project, ensure that a Sub-Project ESAP for such component has been agreed with the Bank; 

(e)
carry out public consultation and disclosure for each Sub-Project (as defined in Schedule 4) in accordance with the Borrower’s regulatory requirements and the EBRD Environmental Policy; and

(f)
in the event that  in connection with the overall Project or any Sub-Project (as defined in Schedule 4) the Borrower or ASR acquires land and as a result thereof people are either physically or economically displaced, the Borrower shall, or shall cause ASR to, comply with the requirements of EBRD’s Environmental Policy as of the date hereof (including the International Finance Corporation’s Safeguard Policies on Indigenous Peoples, Involuntary Resettlement  and Cultural Property as referred to in EBRD’s Environmental Policy as of the date hereof) and shall prepare and implement a resettlement action plan in accordance therewith. 

Section 3.05.
Consultants


In order to assist in the implementation of the Project, the Borrower shall, unless otherwise agreed with the Bank, employ or cause to be employed by ASR, as required, and use consultants whose qualifications, experience and terms of reference are satisfactory to the Bank, including:

(1)
consultants to assist the PIU; and

(2)
consultants to assist in the implementation of the Roads Law.

Section 3.06.
Reporting Frequency and Submission Requirements

(a)
Commencing from the Effective Date, until the full amount of the Loan has been repaid or cancelled, the Borrower shall cause ASR to submit to the Bank annual reports on Environmental Matters and Social Matters arising in relation to the Borrower, ASR or the Project within 90 days after the end of the year being reported on.  Such reports shall include information on the following specific matters:

(1)
information on compliance with environmental, health, safety and social requirements specified in Section 3.04, including the status of any environmental permits required for the Project (and each component of the Project for which a Sub-Project ESAP has or is to be developed in accordance with Schedule 4), the results of any inspections carried out by any regulatory authorities, any violations of applicable laws, regulations or standards and any remedial action relating thereto and any fines imposed for any such violations;

(2)
information on implementation of the Environmental and Social Action Plan, and including any Sub-Project ESAP, including any proposed changes to actions, schedules or costs; 

(3)
a summary of any material notices, reports and other communications on Environmental Matters or Social Matters submitted in respect of the Project to any regulatory authority;

(4)
information on the health and safety record of the Project, including the rate of accidents and any initiatives in relation to health and safety matters which have been implemented or planned;

(5)
a summary of any changes in environmental, health and safety laws which may have a material effect on the Project; and

(6)
copies of information on Environmental Matters or Social Matters periodically submitted to the general public.

(b)
Commencing from the Effective Date, the Borrower shall cause ASR to submit the periodic Project reports referred to in Section 4.04(a)(iv) of the Standard Terms and Conditions on a six-months basis, within 90 days after the end of the period being reported on, until the Project has been completed.  Such reports shall include the following specific features:

(1)
The following general information:

(A)
the physical progress accomplished in the implementation of the Project to the date of report and during the reporting period;

(B)
actual or expected difficulties or delays in the implementation of the Project and their effect on the implementation schedule, and the actual steps taken or planned to overcome the difficulties and avoid delays;

(C)
expected changes in the completion date of the Project;

(D)
key personnel changes in the staff of ASR, the PIU, the consultants or the contractors;

(E)
matters that may affect the cost of the Project; and

(F)
any development or activity likely to affect the economic viability of any Part of the Project.

(2)
A bar-type progress chart, based on the Project implementation schedule, showing the progress in each Part of the Project and including a planned and actual expenditure graph.

(3)
Financial statements showing details of the expenditures incurred under each Part of the Project and the Drawdowns, together with a statement showing:

(A)
original cost estimates;

(B)
revised cost estimates, if any, with reasons for changes;

(C)
original estimated expenditures and actual expenditures to date;

(D)
reasons for variations of actual expenditures to date from original estimated expenditures to date; and

(E)
estimated expenditures for the remaining quarters of the year.

(4)
A brief statement of the status of compliance with each of the covenants contained in this Agreement.

(c)
Immediately upon the occurrence of any incident or accident relating to the Project which is likely to have a material adverse effect on the environment, health or safety, the Borrower shall cause ASR to give the Bank notice thereof by facsimile transmission specifying the nature of such incident or accident and any steps the Borrower is taking to remedy the same.  Without limiting the generality of the foregoing, an incident or accident is likely to have a material adverse effect on the environment, health or safety if any applicable law requires notification of such incident or accident to any governmental authority, such incident or accident involves fatality or multiple serious injuries requiring hospitalisation or such incident or accident has become public knowledge whether through media coverage or otherwise.



Section 3.07. 
Borrower making Drawdowns available to Project Entity 


In addition to the general undertakings set forth in Article IV of the Standard Terms and Conditions, the Borrower shall, unless the Bank otherwise agrees, make available to the Project Entity the proceeds of the Loan on terms and conditions acceptable to the Bank. Such proceeds shall be made available by the Borrower to the Project Entity in accordance with [SPECIFY LAW] (Gazette Number [COMPLETE]).
ARTICLE IV - FINANCIAL COVENANTS

Section 4.01.
Financial Records and Reports

(a)
The Borrower shall cause ASR to maintain procedures, records and accounts adequate to reflect, in accordance with internationally accepted accounting standards consistently applied, the operations, resources and expenditures relating to the Project and to monitor and record the progress of the Project (including its costs and the benefits to be derived from it).

(b)
The Borrower shall cause ASR to:

(1)
have the records and accounts referred to in Section 4.01(a), including those relating to the Special Account, for each Fiscal Year audited by independent auditors acceptable to the Bank in accordance with internationally accepted auditing principles and standards;

(2)
furnish to the Bank as soon as available, but in any case not later than six months after the end of each Fiscal Year, the report of such audit by such auditors of such scope and in such detail as the Bank may reasonably request; and

(3)
furnish to the Bank such other information concerning such records and accounts, and the audit thereof, as the Bank may from time to time reasonably request.

ARTICLE V - SUSPENSION; ACCELERATION; CANCELLATION

Section 5.01.
Suspension


The following is specified for purposes of Section 7.01(a)(xvii) of the Standard Terms and Conditions:

the legislative and regulatory framework applicable to ASR shall have been amended, suspended, abrogated, repealed or waived so as to affect materially and adversely the ability of ASR to perform its obligations under this Agreement and the Project Agreement, other than as agreed by the Bank in writing.

Section 5.02.
Cancellation

(a)
If at any time the Bank determines that a payment from, or any use of, the Special Account has been made inconsistently with the requirements of Schedule 3 and establishes the amount of the Loan as to which such misuse applies, the Bank may, by notice to the Borrower, terminate the right of the Borrower to make Drawdowns with respect to such amount.  Upon the giving of such notice, such amount of the Loan shall be cancelled.

(b)
If the Tranche 2 Availability Date has not occurred by 31 December 2013, the Bank may, by notice to the Borrower, terminate the right of the Borrower to make Drawdowns with respect to Tranche 2.  Upon the giving of such notice, such amount of the Loan shall be cancelled.

ARTICLE VI - EFFECTIVENESS

Section 6.01.
Conditions Precedent to Effectiveness


The following are specified for purposes of Section 9.02(c) of the Standard Terms and Conditions as additional conditions to the effectiveness of this Agreement:

(a)
The Borrower shall have confirmed (or shall have caused ASR to confirm) to the Bank in writing that full-time professional staff at ASR has increased from 31 as of the date of this Agreement to 51. 

(b)
The PIU shall have been established and the consultants contemplated under Section 3.05(a) shall have been engaged in accordance with such section. 

(c)
A management board for ASR shall have been established in accordance with Articles 17, 18, and 19 of the Roads Law and shall be fully functional, and all relevant directorship positions on such board shall have been appointed by the relevant ministries of the Borrower, including the position of president of the management board. 

Section 6.02.
Legal Opinion


For purposes of Section 9.03(a) of the Standard Terms and Conditions, the opinion or opinions of counsel shall be given on behalf of the Borrower by the Minister of Justice.

Section 6.03.
Termination for Failure to Become Effective


The date 90 days after the date of this Agreement is specified for purposes of Section 9.04 of the Standard Terms and Conditions.

ARTICLE VII - MISCELLANEOUS

Section 7.01.
Notices


The following addresses are specified for purposes of Section 10.01 of the Standard Terms and Conditions:

For the Borrower:


Ministry of Finance


Dame Gruev 14


1000 Skopje


Attention:

Minister of Finance





and





EU Harmonisation and International Finance Department


Fax:


+389 2 3106 140

For the Bank:


European Bank for Reconstruction and Development


One Exchange Square


London  EC2A 2JN


United Kingdom


Attention:

Operation Administration Unit


Fax:


+44-20-7338-6100

IN WITNESS WHEREOF, the parties hereto, acting through their duly authorised representatives, have caused this Agreement to be signed in four copies and delivered at Skopje as of the day and year first above written.

THE BORROWER

By:
______________________________


Name:
Trajko Slaveski, PhD



Title:
Minister of Finance

EUROPEAN BANK

FOR RECONSTRUCTION AND DEVELOPMENT

By:
______________________________


Name:



Title:


SCHEDULE 1 - DESCRIPTION OF THE PROJECT

1.
The purpose of the Project is to assist the Borrower in the rehabilitation and upgrading of Municipal Roads and Regional Roads in the territory of the Borrower.

2.
The Project consists of the following Parts, subject to such modifications thereof as the Bank and the Borrower may agree upon from time to time:

Part A:
Rehabilitation and upgrading of at least 160 km of Regional Roads in the territory of the Borrower. 

Part B:
Rehabilitation and upgrading of Municipal Roads in the territory of the Borrower in accordance with the works programme described in Section 2.03(a)(ii). 

3.
The Project is expected to be completed by December 2012.

SCHEDULE 2 - CATEGORIES AND DRAWDOWNS

1.
The table attached to this Schedule sets forth the Categories, the amount of the Loan allocated to each Category and the percentage of expenditures to be financed in each Category.

2.
Notwithstanding the provisions of paragraph 1 above, no Drawdown shall be made in respect of expenditures incurred prior to the date of the Loan Agreement.

3.
The Bank shall be entitled to draw down on behalf of the Borrower, and pay to itself, as and when due, the Front-end Commission.

Attachment to Schedule 2

Category
Amount of the Loan Allocated in the Loan Currency
Percentage of Expenditures to be Financed

(1)
Works for Part 2.A  of the Project described in Schedule 1 (Regional Roads)
Euro 24,750,000 (from Tranche 1 of the Loan)
100% of contract value excluding any Taxes



(2)
Front-end Commission
Euro 250,000 (from Tranche 1 of the Loan)
100%

(3)
Works for Part 2.B  of the Project described in Schedule 1 (Municipal Roads)
Euro 25,000,000 (from Tranche 2 of the Loan (and subject to such Loan having been declared available for drawing by the Bank in accordance with Section 2.03(a) of the Loan Agreement)
100% of contract value excluding any Taxes



Total
Euro 50,000,000


SCHEDULE 3 - SPECIAL ACCOUNT

1.
For purposes of this Schedule, the following terms shall have the following meanings:

"Eligible Category"
means Categories (1) and (3) of the attachment to Schedule 2.

"Eligible Expenditures"
means expenditures in respect of the reasonable cost of goods, works and services required for the Project which are to be financed out of the proceeds of the Loan and which are allocated from time to time to an Eligible Category in accordance with the provisions of Schedule 2.

"Special Account

Maximum Balance"
means an amount equal to Euro 5,000,000.

"Special Account Minimum 

Drawdown Amount"
means an amount equal to Euro 250,000.

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 by ASR in accordance with terms and conditions acceptable to the Bank, including appropriate protection against set-off, seizure and attachment, the Borrower may draw down from the Available Amount and deposit into the Special Account an initial amount that shall not exceed the Special Account Maximum Balance and shall not be less than the Special Account Minimum Drawdown Amount.

4.
Thereafter, the Borrower may draw down additional amounts from the Available Amount and deposit such amounts into the Special Account, subject to the limitations specified in paragraph 6 below and satisfaction of the following conditions for each requested Drawdown:

(a)
The Borrower shall have submitted, or shall have caused ASR to have submitted, to the Bank account statements and documents, and any other evidence requested by the Bank, to demonstrate that amounts disbursed from the Special Account have been properly applied.

(b)
After giving effect to the requested Drawdown and deposit of the amount of such Drawdown into the Special Account, the balance of the Special Account shall not exceed the Special Account Maximum Balance.

(c)
Except as the Bank may from time to time agree, the amount of the requested Drawdown for deposit into the Special Account shall not be less than the Special Account Minimum Drawdown Amount.

5.
Without prejudice to the requirement of paragraph 4(a) above, the Borrower shall furnish, or cause ASR to furnish, at any time the Bank may reasonably request, a report on the balance and other details of the Special Account, including account statements and such other documents and evidence as the Bank may request to show that payments made from the Special Account have been made in accordance with the requirements set forth in this Schedule.

6.
Notwithstanding the provisions of paragraph 4 of this Schedule, the Borrower shall not, unless the Bank otherwise agrees, draw down funds from the Available Amount for deposit into the Special Account if, at any time, the Bank has determined that all further Drawdowns should be made in accordance with the provisions of Section 2.03(a).

Thereafter, Drawdowns allocated to the Eligible Categories shall follow such procedures as the Bank may specify by notice to the Borrower.  Such further Drawdowns shall be made only after and to the extent that the Bank has been satisfied that all amounts remaining on deposit in the Special Account as of the date of such notice will be utilised in making payments for Eligible Expenditures.

7.
If the Bank determines at any time that any payment out of, or any use of, the Special Account:

(a)
was made for an expenditure or in an amount not eligible pursuant to paragraph 2 of this Schedule; or

(b)
was not justified by the evidence furnished to the Bank;

then the Bank may require the Borrower, or cause ASR, to:

(1)
provide such additional evidence as the Bank may request; and/or

(2)
deposit into the Special Account (or, if the Bank so requests, repay to the Bank) an amount equal to the amount of such payment or the portion thereof not so eligible or justified.

In the event the Bank makes such a determination under (a) or (b) above, no further Drawdowns shall, unless the Bank otherwise agrees, be made for deposit into the Special Account until such time as the Borrower has either (A) deposited into the Special Account or repaid to the Bank an amount equal to the amount of such payment (or portion thereof) determined not to be eligible or justified, or (B) provided (or caused  ASR to provide) additional evidence satisfactory to the Bank that the amounts previously disbursed from the Special Account were applied properly.

8.
If:

(a)
the Bank determines at any time that any amount outstanding in the Special Account will not be required to cover further payments for Eligible Expenditures; or

(b)
the Bank directs the Borrower to repay to the Bank an amount pursuant to paragraph 7(2);

then the Borrower shall, promptly upon notice from the Bank, prepay to the Bank a portion of the Loan equal to such amount.  For this purpose, the requirement that prepayments of the Loan must occur on Interest Payment Dates shall, subject to paragraph 10 below, be waived.

9.
The Borrower may, upon prior notice to the Bank given in accordance with Section 3.07(a) of the Standard Terms and Conditions, prepay on any Interest Payment Date all or any portion of the funds deposited into the Special Account.

10.
Any prepayment pursuant to paragraph 8 or 9 above shall be made in accordance with Section 3.07 of the Standard Terms and Conditions; provided, however, that (a) notwithstanding Section 3.07(c)(i)(A) of the Standard Terms and Conditions, such prepayment shall not be subject to the Minimum Prepayment Amount, and (b) any prepayment that is made on a date other than an Interest Payment Date shall be subject to payment of Unwinding Costs in accordance with Section 3.10 of the Standard Terms and Conditions.  Any prepayment pursuant to paragraph 8 or 9 above shall be applied by the Bank in accordance with Section 3.07(c)(ii) of the Standard Terms and Conditions.

SCHEDULE 4 - ENVIRONMENTAL AND SOCIAL ACTION PLAN (ESAP)

REGIONAL AND MUNICIPAL  ROADS

Action
Implementation Requirement
Responsibility
Time-frame

Sub-Project Screening
ASR will prepare and make available pertinent background information for the due diligence of individual components of the overall Project (each such component, a “Sub-Project”) as information becomes available. The intent of this task is to understand each project in terms of the Bank’s environmental categorization (i.e., A, B or C).  A member of the Bank’s Environment and Social Department will work closely with the selected consultant reviewing each Sub-Project for categorisation.
ASR/Bank/Independent consultants
Pre-Construction

Environmental and Social Appraisal of Individual Sub-Projects


The due diligence of sub-projects for Regional Roads and Municipal Roads components of the project will be carried out by independent consultants in accordance with the terms of reference (“ToR’s”) to be prepared by the Bank based on the applicable categorisation of the relevant Sub-Projects:

· to identify and determine the potential environmental and social impacts (both positive and negative) associated with the construction of the new sections and the rehabilitation of the existing roads under the both the Regional Roads and Municipal Roads components of the Project;

· to assist the ASR and the Bank to structure the Project so that national and  European Union environmental, health and safety standards as well as the Bank’s specific social (involuntary resettlement and cultural property) requirements as well as good international practice, such as World Bank/International Financial Corporation Environmental Health & Safety (“EHS”) guidelines for roads and highways, will be met;

· to assist the ASR and the Bank in the development of an Environmental and Social Action Plan (ESAP) and a monitoring plan aimed at preventing and mitigating potential adverse environmental and social impacts during the construction and operation of the relevant roads, providing environmental and social benefits and improving environmental and social quality as well as  improving information flow with the affected communities.

The environmental and social due diligence costs will be covered by Technical Cooperation (“TC”) funds that will be raised by EBRD.
Independent Consultant

Bank


Pre-Construction

Development of a Detailed Environmental and Social Action Plan (ESAP) and a Monitoring Plan for each Sub-Project (a “Sub-Project  ESAP”)
Based on the results of the environmental and social due diligence, a detailed Environmental and Social Action Plan and a Monitoring Plan will be developed for each Sub-Project.


Independent consultants
Pre-Construction

Development of a detailed environmental, health, safety and social conditions of contract and technical specifications for each Sub-Project
Based on the results of the environmental and social due diligence, detailed environmental, health, safety and social conditions of contract and technical specifications for each Sub-Project.


Independent consultants
Pre-Construction

Implementation of the Bank’s Public Consultation and Disclosure requirements
For Sub-Projects screened as ‘B’ by the Bank, the Borrower will comply with pertinent national legislation for public consultation and dissemination of information. If not required by national legislation, the Borrower will disseminate locally and on its web site brief information describing the relevant project and the main environmental mitigation measures for 30 days before drawing under the Loan for such project. For Sub-Projects screened as ‘A’ projects by the Bank, the Borrower and the Bank will agree on a consultation procedure on a case by case basis.
ASR
Pre-Construction

Implementation of the ESAP and Monitoring Plan
ASR will implement the ESAP and the Monitoring Plan developed for each sub-project.


ASR
Construction and Operation

Contractor supervision
Supervising that contractors and sub-contractors implement the detailed environmental, health, safety and social conditions of contract and technical specifications on each Sub-Project.
ASR
Construction and Operation

Reporting
ASR will prepare and submit to the Bank Annual Environmental and Social reports on the environmental, social, and health and safety performance of each of the sub-projects and the project as a whole.
ASR 
Annually

Assistance to ASR in the implementation of ESAP and Monitoring Plan and supervision of ASR
As part of the TC for implementation and technical assistance to ASR, independent consultants will be giving assistance to ASR and supervising them in the implementation of the ESAP and Monitoring Plan requirements (including any Sub-Project ESAP’s). Specific requirements for the consultants will be:

· ensuring that the works are executed in accordance with all provisions of the contracts, including those relating to standards of workmanship, other safety requirements and environmental protection requirements;

· preparing six monthly progress reports for the Regional Roads and Municipal Roads components of the Project, in a form agreed with the Bank and submit these within 1 month of the end of the reporting periods.  These reports are to cover compliance with the environmental and social mitigation requirements and results of other environmental monitoring;

· providing on-the-job training for ASR’s staff on environmental monitoring and other relevant activities;

· supervising the implementation of environmental and social mitigation works and environmental monitoring carried out by the contractors’ to ensure that this is carried out in accordance with the approved environmental impact assessments and other statutory environmental permits.   


Project Implementation and Supervision Consultants
During project construction and operation

