UR 245 .

MEMORANDUM OF UNDERSTANDING BETWEEN THEY

GOVERNMENT OF THE SOCIALIST REPUBLIC OF VIETNAM
AND THE GOVERNMENT OF THE ITALIAN REPUBLIC ON THE
CONCESSION OF A SOFT LOAN FOR THE "WATER SUPPLY AND
DISTRIBUTION IN QUANG NGAI CITY" PROJECT

The Government of the Italian Republic, represented by the Ministry of
Foreign Affairs, Directorate General for Development Cooperation and
the Government of the Socialist Republic of Vietnam, represented by the
M™istry of Planning and Investment, '

Recalling the traditional relations between the Italian Republic and the
Socialist Republic of Vietnam;

Stressing the importance of a sound economic and social cooperation
between their two countries;

Following the Memorandum of Understanding signed in Rome on
May 26™, 1997,

Reminding the request dated 26™ February 1998 for a soft loan to be
utilized for the project " Water Supply and Distribution in Quang Ngai
City" (the Project);

Considering that on July 27", 1999 the Steering Committee of the
Directorate General for Development Cooperation (DGCS) of the
Ministry of Foreign Affairs of the Italian Republic has approved the
concession of a soft loan up to a maximum of 2.337.153,61 Euro, in
favour of the Socialist Republic of Vietnam to utilised for the financing
of the Project;

have agreed as follows:




ARTICLE1

1.1The Italian Government provides Vietnam with a soft loan not exceeding

Euro 2.337.153,61 through the Istituto Centrale per il Credito a Medio
Termine (Mediocredito Centrale). A Financial Convention between the
Ministry of Finance of the Socialist Republic of Vietnam and the above
mentioned Mediocredito Centrale shall be signed.

1.2The above mentioned amount of Euro 2.337.153,61 is to be understood as

a ceiling and under no circumstances whatsoever the ceiling can be
overcome. Should be global price less or equal to 2.337.153,61 Euro, the
amount of the Italian financing will be equal to the value of the contract
awarded. Anyway the Italian Government reserves the right to finance only
the amount that is in line with market prices. The Italian Government also
reserves the right to withdraw the concession of the soft loan in case of non
compliance with the conditions and procedural steps mentioned in the

present Memorandum of Understanding.

ARTICLE 2

2.1The soft loan must be used for purchasing equipment (and the related

technical assistance) of Italian origin as specified in the feasibility Study of
the Project. The soft loan must be used through bidding procedures, in
accordance with the principles set out in the Manual of Instructions
adopted by the European Commission on 10 November 1999, and
restricted to Italian Companies. Part of the above mentioned equipment
may be purchased in Vietnam, or in other developing countries, up to the

maximum value of 30,5% of the soft loan.




2.2The above mentioned supplies and services are exempted in Vietnam from

taxes or custom duties.

ARTICLE 3

The soft loan is expressed in Euro and is subject to the following concessional
terms:
a) Nominal interest rate:  0.40%
/™ Repayment period: 36 years of which 18 years of grace period.

ARTICLE 4

The Vietnamese Government commits himself to execute civil works related
to the Project, which have been roughly estimated to 15.5 12.000.000 Vietnam
Dong.

~ ARTICLE 5

According to the procedures followed by the Italian Cooperation for the
concession of soft loans, the main steps to be followed before the

disbursement are the following;:

a) The Government of Vietnam forwards the bidding plan and a draft of
bidding documents to DGCS (through the Italian Embassy in Hanoi) for a
"no objection" appraisal.

b) The DGCS (through the Italian Embassy in Hanoi) informs the
Government of Vietnam of its "no objection" on the above documentation

criteria and procedures.




c¢) The Government of Vietnam sends to DGCS a copy of the bidding
invitation at least four weeks (28days) before issuing the bid notice in order
to allow the advertising of the invitation through Italian newspapers.

d) The Government of Vietnam executes‘ the bid in accordance with the
approved bidding plan and bidding documents and submits to DGCS a
summary of the selection procedure and the contract. All bid
documentation shall be maintained for consultation, upon request, by
DGCS.

e) The DGCS verifies the selection procedure and the contract and in case of
positive evaluation ask the Steering Committee of the Directorate General
for Development Cooperation to issue its final approval.

f) The Italian Ministry of Economy and Finance issues the Project Financing
Decree.

g) Mediocredito Centrale and the Ministry of Finance of the Socialist
Republic of Vietnam, sign a Financial Convention which provides the
legal framework between the Lender and the Borrower. The Financial

Convention constitutes the basis for the actual disbursement.

ARTICLE 6

The two Governments commit themselves to implement the appropriate
monitoring and control procedures on the appropriate use of the soft loan in
accordance with conditions mentioned in the present Memorandum and in the

Project's Feasibility Study.




ARTICLE 7

This MoU shall enter into force on the receiving date of the last written
notification confirming the fulfillment of the contracting Parties of all internal
constitutional procedures and remain into force until the last payment by
Mediocredito Centrale is made.

The MoU may be denounced earlier on not less than 6 (six) months with a
written notice by either Party. In this case, the part of the soft loan utilized by
the Government of Vietnam shall be paid according to the provision of the
Article 3.

In witness thereof the undersigned Representatives, duly authorized by their
respective Governments, have signed the present Memorandum of

Understanding.

Done in Rome on the 029 of November 2002, in two originals each in the
English language, both texts been equally authentic.

For the Government

of the Socialist Republic of Vietnam € Italian Republic




BO NGOAI GIAO SAO Y BAN CHINH
..... (D& thyc hién)

S6: 02/2004 /LPQT

Ha Noi,ngay 5 thdng 0Lndm 2004

TL. BO TRUGNG BO NGOAI GIAO
KT. Vu trudng Vu Luat phép va Diéu uéc qudc t€
. A PhQ Vv *ruc’mg/

Noi nhén ;

- Vian phong Quéc hoi (dé bdo cdo),
- Vin phong Cha tich nuéc (d€ bdo cdo),
- Van phéng Chinh phii (d€ bio cdo va dang Cong bio)
- B6 K€ hoach va biu tu,
- B6 Tai chinh,
- B6 Tu phip,
B8 Tai nguyén va Méi trvdeg,
- B6 Nong nghiép va Phdt trién néng thon,
- Ngan hang Nha nudc Viét Nam,
- Pai st quan CHXHCN Viét Nam tai I-ta-li-a,
- Uy ban nhan dan tinh Quang Ngii,
- Uy ban nhan dan tinh Ca Mau,
- Uy ban nhan dan tinh Vinh Phic,
- Vu Chau Au 2, Bo Ngoai giao,
- Vu Luat phdp va Diéu udc qudc t&€, Bo Ngoai giao,
- Luu trit, B Ngoai giao.

Boén Bdn ghi nhé giita Chinh phit nuéc Céng hoa xa hoi chi nghta Viét Nam
va Chinh phu nuéc Céng hoa I-ta-li-a vé cung cdp tin dung wu dai cho cdc
Dy an: a

- Tdng cuong hé thong canh bdo lii lut - giai doan I,

- Cdp nuéc Thi xa Ca Mau,

- Cap nudc Thi xd@ Qudng Ngdi,

- Cdp nuéc Mé Linh,

c6 hiéu lyc tir ngay 12 thang 8 ndm 2003.



