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LOAN AGREEMENT
(ORDINARY OPERATIONS)

LOAN AGREEMENT dated 22 August 2006 between SOCIALIST REPUBLIC
OF VIET NAM (hereinafler called the Borrower) and ASIAN DEVELOPMENT BANK
(hereinafter called ADB).

WHEREAS

(A) the Borrower has applied to ADB for a loan for the purposes of the
Project described in Schedule 1 to this Loan Agreement;

(8) the Project will be carried out by the Electricity of Viet Nam (hereinalter
called EVN), and for this purpose the Borrower will make available to EVN the proceeds of
the Loan provided for herein upon terms and conditions satisfactory to ADB; and

- .l

() ADB has agreed lo make a loan to lhe Borrower from ADB's ordinary
capital resources upon the terms and conditions set forth herein and in the Project
Agreement of even date herewith between ADB and EVN.

NOW THEREFORE the parties hereto agree as follows:

ARTICLEI

LOAN REGULATIONS; DEFINITIONS

Section 1.01. All the provisions of the Ordinary Operations Loan
Regulations Applicable to LIBOR-Based Loans Made from ADB's Ordinary Capital
Resources, dated 1 July 2001, are hereby made applicable to this Loan Agreement with the
same force and effect as if they were fully set forth herein (said Ordinary Operations Loan
Regulations being hereinafler called the Loan Regulations).

" Section 1.02. Wherever used in this Loan Agreement, unless ine
conlext olherwise requires, the several terms defined in the Loan Regulations have the
respective meanings therein set forth, and the following additional terms have the following
meanings:

(a) "CPPMB" means the Central Power Projects Management Board
eslablished under EVN, or any successor therelo;

(b) “EMP" means, for the purpose of the Project, the Project's
environmental management plan to be applied for the Project;
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(¢) "HQHPP" means the 560 MW Huoi Quang Hydropower Project
financed and implemented by the Borrower and EVN;

(d) “IEE" means, for the purpose of lhe Project, the Project’s inilial
environmental examinatlion;

(e) “kV" means kilovoll;

(f) "NPPMB™ means lhe Northern Power Projects Management Board
established under EVN, or any successor therelo;

(g) “Project facilities” means, the facilities to be constructed, provided or
maintained under the Project;

(h) "RF" means, for the purpose of the Project, the Project’s resettiement
framework developed and agreed between the Borrower, EVN and ADB;

(i) “RP" means, for the purpose of the Project, a reseltlement plan
prepared or lo-be prepared for-a Subproject as defined hereunder, or any amendments
thereto;

g) *SLHPP" means the 2,400 MW Son La Hydropower Project financed
and implemented by the Borrower and EVN,;

(k) “Subproject” means, for the purpose of the Project, a subproject to be
financed under the Project, lhe selection of which is more fully described in paragraphs 6 and
7 of Schedule 6 o this Loan Agreement;

()] “Subsidiary Loan Agreement” means, for the purpose of the Project, a
loan agreement to be concluded between the Borrower and EVN, as more fully described in
Seclion 3.01 of this Loan Agreement.

ARTICLE Hl

THE LOAN

Section 2.01. (a) ADB agrees to lend to the Borrower from ADB's
ordinary capital resources an amount of three hundred sixty million dollars ($360,000,000),
as such amount may be converted from tlime to time lhrough a Currency Cenversion in
accordance with the provisions of Seclion 2.07 of this Loan Agreement.

(b) The Loan has a term of 25 years, including a grace period of 5 years,
as provided in Schedule 2 to this Loan Agreement.

Seclion 2.02. The Borrower shall pay to ADB interest on the principal
amount of the Loan withdrawn and outstanding from time to time at a rate for each Interest
Period equal to the sum of LIBOR and 0.60% as provided by Section 3.02 of the Loan
Regulations.



Section 2.03. (a) The Borrower shall pay a commitment charge at
the rate of three-fourths of one percent (0.75%) per annum. Such charge shall accrue on
amounts of lhe Loan (less amounts withdrawn from time (o time), during successive periods
commencing sixty (60) days after the date of this Loan Agreement, as follows:

during the first twelve-month period, on $54,000,000;
during the second iwelve-month period, on $162,000,000;
during the third twelve-month period, on $306,000,000; and
thereafter, on the full amount of the Loan.

(b) if any amount of the Loan is cancelled, the amount of each portion of
the Loan stated in paragraph (a) of this Section shall be reduced in the same proportion as
the cancellation bears to the full amount of the Loan beforc such cancellation.

Section 2.04. Interest and olher charges on the Loan shall be
payable semiannually on 15 June and 15 December in each year.

Section 2.05. The Borrower shail repay the principal amount of the
Loan withdrawn from.the Loan Account in accordance with the. provisions of Schedule 2 (o
this Loan Agreement.

Section 2.06. (a) The Borrower may at any time request any of
the following Conversions of the lerms of the Loan i order lo facilitale prudent debt
management:

(1) a change of the Loan Currency of all or any portion of the principal
amount of the Loan, whether withdrawn and oulstanding or
unwithdrawn. to an Approved Currency;

(i) a change of the interest rale basis applicable lo all or any portion of the
principal amount of the Loan from a Floaling Rate to a Fixed Rate, or
vice versa; and

(iit) the selting of limits on the Floating Rate applicable to all or any portion
of the principal amount of the Loan withdrawn and outstanding by the
establishment of an Interest Rale Cap or Interest Rate Collar on said
Floating Rate.

(b) Any conversion requested pursuant to paragraph (a) of this Seclicr
that is accepted by ADB shall be considered a "Conversion”, as defined in Section 2.01(6) of
the Loan Regulations, and shall be effected in accordance with the provisions of Article V of
the Loan Regulations and the Conversion Guidelines.

ARTICLE 1l
USE OF PROCEEDS OF THE LOAN

Section 3.01. (a) The Borrower shall relend the proceeds of tl.e
Loan for the Project to EVN under a Subsidiary Loan Agreemenl upon terms and condilioris



satisfactory o ADB. Except as ADB may otherwise agree, the terms for relending lhe
proceeds of the Loan shall include inlerest at a rate equal to the sum of the rale specified in
Section 2.02 above plus onlending fee pursuant to the Borrower's regulations. Commitment
fee to be incurred in accordance with Seclion 2.03 and any other charged shall be paid by
EVN.

(b) The Borrower shail cause EVN to apply the proceeds of the Loan to
the financing of expenditures on the Project in accordance with the provisions of this Loen
Agreement and the Projecl Agreement.

-

Section 3.02. The allocation of amounts of the Loan towards differcit
components of the Loan shall be in accordance with he provisions of Schedule 3 1o this
Loan Agreement, as such Schedule may be amended from time lo time by agreement
between the Borrower and ADB.

Section 3.03. Except as ADB may otherwise agree, all goods and
services to be financed out of the proceeds of the Loan shall be procured in accordance wilh
the provisions of Schedule 4 and Schedule 5 to this Loan Agreement. ADB may refuse 0
finance a contract-where goods or services have not been procured under -procedures
substantially in accordance with those agreed between the Borrower and ADB or where the
terms and conditions of the contract are not satisfactory to ADB.

Section 3.04. Except as ADB may olherwise agree, the Borrower
shall cause all goods and services financed out of the proceeds of the Loan ¢ be uscd
exclusively in the carrying out of the Project.

Seclion 3.05. The closing date for withdrawals frormn the Lonn
Account for the purposes of Section 9.02 of the Loan Regulations shall be 31 December
2010 or such other date as may from time lo lime be agreed belween the Borrower and ACE.

ARTICLE IV

PARTICULAR COVENANTS

Seclion 4.01. (@) The Borrower shall cause EVN to carry out lite
Project with due diligence and efficiency and in conformity with sound administrative,
financial, engineering, environmental and power transmission/distribution practices.

(b) In the carrying out of the Project and operation of the Project facililies,
the Borrower shall perform, or cause to be performed, all obligations set forth in Schedule 6
to this Loan Agreement.

Section 4.02. The Borrower shall make available to EVN, promptly 53
needed. the funds, facililies. services, land and other resources which are required. in
addition to the proceeds of the Loan, for the carrying out of the Project.

Section 4.03. The Borrower shali ensure that the activities of ils
departments and agencies with respect to the carrying oul of the Project and operation of the



Project facilities are conducted and coordinated in accordance with sound administrative
policies and procedures.

Seclion 4.04. The Borrower shall lake all action which shall be
necessary on ils part to enable EVN to perform ils obligations under the Project Agreement,
including the establishment and maintenance of lariffs as stipulated in paragraph 4 of
Schedule 6 to this Loan Agreement, and shall not take or permit any action which would
interfere with the performance of such obligations.

Section 4.05. (a) The Borrower shall exercise its rights under the
Subsidiary Loan Agreement in such a manner as to prolect the interests of the Borrower and
ADB and to accomplish the purposes of the Loan.

(b) No rights or obligations under the Subsidiary Loan Agreement shall he
assigned, amended, abrogated or waived without the pricr concurrence of ADB.

ARTICLE V

SUSPENSION; CANCELLATION; ACCELERATION OF MATURITY

Seclion 5.01. The following is specified as an additional event for
suspension of the right of the Borrower to make withdrawals from the Loan Account for the
purposes of Section 9.01(l) of the Loan Regulations: the Borrower or EVN shall have failed lo
perform any of their respeclive obligalions under the Subsidiary Loan Agreement.

Section 5.02. The following is specified as an additional event ior
acceleration of maturity for the purposes of Section 9.07(a)(iv) of the Loan Regulations: the
event specified in Section 5.01 of this Loan Agreement shall have occurred.

ARTICLE VI

EFFECTIVENESS

Section 6.01. The following is specified as an additional condition to
the effectiveness of this Loan Agreement for the purposes of Section 10.01{f) of the Lcan
Regulations: the Subsidiary Loan Agreement, in form and substance salisfactory to ADB,
shall have been duly executed and delivered on hehalf of the Borrower and EVN, and shall
have become effective and binding upon the Borrower and EVN in accordance with their
terms, subject only to the effectiveness of this Loan Agreement.

Section 6.02. The following is specified as an addilional matter, for
the purposes of Seclion 10.02(d) of the Loan Regulalicns, to be included in the opinion or
opinions to be furnished to ADB: the Subsidiary Loan Agreement has been duly authorized
or ratified by, and executed and delivered on behalf of, the Borrower and EVN, and is legally
binding upon the Borrower and EVN in accordance wilh its terms, subject only to the
effectiveness of this Loan Agreement.



Section 6.03. A date ninety (90) days after the date of this Loan
Agreement is specified for the effectiveness of the Loan Agreement for the purposes oi
Section 10.04 of the Loan Regulations.

ARTICLE VIl

DELEGATION OF AUTHORITY

Seclion 7.01. The Borrower hereby designates EVN as iis agent for
the purposes of taking any action or enlering into any agrecment required or permitted under
Sections 3.02, 3.03 and 3.05 of this Loan Agreement and under Sections 6.01, 6.02, 6.03
and 6.04 of the Loan Regulations.

Section 7.02. Any action taken or any agreement entered into by EVM
pursuant to the authorily conferred under Seclion 7.01 of this Loan Agreement shall be fully
binding on the Borrower and shall have the same forc2 and effect as if taken by the
Borrower. e ) L -

Section 7.03. The authorily conferred on EVN under Section 7.01 of
this Loan Agreement may be revoked or modified by agreement between the Borrower and
ADB.

ARTICLE VIl
MISCELLANEQUS
Section 8.01. The Governor of the Slate Bank of Viet Mam of the

Borrower is designated as representative of the Borrower for the purposes of Section 12.G2
of the Loan Regulations.

Section 8.02. The following addresses are specified for the purposes
of Section 12.01 of the Loan Regulations:

For the Borrower

State Bank of Viet Nam
47 —49 Ly Thai To
Hanoi, Viet Nam

Facsimile Number:

(84-4) 8250-612
(84-4) 8258-385.



For ADB

Asian Development Bank
P.O. Box 789
0980 Manila, Philippines

Facsimile Numbers:

(632) 636-2444
(632) 636-2331.

-

IN WITNESS WHEREOF the parties herelo, acting through their
representatives thereunto duly authorized, have caused this Loan Agreement to be signed in
their respective names and lo be delivered at the principal office of ADB, as of the day and
year first above written.

'SOCIALIST REPUBLIC OF VIET NAM

<7, "-:L /—
gy- ” //I/?/};A

-

— _.—Te Duc Thuy
-~ Aulhorized Representative

-

ASIAN DEVELOPMENT BANK

=z /
.-~ Ayumi Konishi -
! Country Direclor
Viet Nam Resident Mission

By

—




1.

SCHEDULE 1

DESCRIPTION OF THE PROJECT

The objective of the Project is to strenglhen the northern transmission network

to improve system reliability and quality of supply, facilitate power transfers by removing
transmission boltlenecks, reduce lransmission losses, and facilitate efficient ulilization of
existing and planned power plants.

2.

(&3]

The Project consists of the following parts:

Part A: Construction, Expansion and Upgrading of 500 kV and 220 kV

Transmission Lines

Construction, expansion and upgrading of selected subprojects.

Part B: Construction, Upgrading and Expansion of 500 kV and 220 kV
Su‘bst?‘tigns

Construction, upgrading and expansion of selected subprojects.
The Project also includes provision of consulling services.

The Project is expected to be completed by 30 June 2010.



SCHEDULE 2
AMORTIZATION SCHEDULE

(NORTHERN POWER TRANSMISSION EXPANSION SECTOR PROJECT)

1. The following table sels forth the P:incipal IPayment Dates of the Loan and ti:e
percentage of the total principal amount of lhe L.van payable on each Principal Paymenl Dzie
(Installment Share). If the proceeds of the Loan shall have been fully withdrawn as of the
first Principal Payment Date, the principal amount of the Loan repdyable by the Borrower on
each Principal Payment Date shall be determined by ADB by multiplying: (a) the toial
principal amount of the Loan withdrawn and outstanding as of the first Principal Payment
Date; by (b) the Installment Share for each Principal Payment Date, such repayment amount
to be adjusted. as necessary, to deduct any amounts referred to in paragraph 4 of this
Schedule, to which a Currency Conversion applies.

Period Payment Due Installment Share
(expressed as %)
1 15 Jun 2011 0.83
2 15 Dec 2011 0.87
3 15 Jun 2012 0.91
4 15 Dec 2012 0.96
5 15 Jun 2013 1.01
6 15 Dec 2013 1.06
7 15 Jun 2014 1.11
8 15 Dec 2014 1.16
9 15 Jun 2015 1.22
10 15 Dec 2015 1.28
11 15 Jun 2016 1.35
12 15 Dec 2016 1.42
13 15 Jun 2017 1.49
14 15 Dec 2017 1.56
15 15 Jun 2018 1.64
16 , 15 Dec 2018 1.72
17 15 Jun 2019 1.81
18 15 Dec 2019 1.90
19 15 Jun 2020 1.99
20 15 Dec 2020 2.09
21 15 Jun 2021 2.20
22 15 Dec 2021 2.31
23 15 Jun 2022 2.42
24 15 Dec 2022 2.52
25 15 Jun 2023 2.67
26 15 Dec 2023 2.80
27 15 Jun 2024 2.94
28 15 Dec 2024 3.09
29 15 Jun 2025 3.25
30 15 Dec 2025 3.41
31 15 Jun 2026 3.58
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Period Payment Due . Instaliment Share

(expressed as %)
32 15 Dec 2026 3.76
33 15 Jun 2027 3.94
34 15 Dec 2027 4.14
35 15 Jun 2028 4.35
36 15 Dec 2028 4.57
37 15 Jun 2029 4.79
38 15 Dec 2029 5.03
39 15 Jun 2030 5.29
40 15 Dec 2030 5.54

TOTAL 100.00
2. If the proceeds of the Loan shall not have been fully withdrawn as of the first

Principal Payment Date, the principal amount of the Loan repayable by the Borrower on eaci
Principai Payment Date shall be determined as follows:

(a) Tb'tﬁe‘éxte'nt that any proéeeds of the Loan shall have been wnthdkawn
as of the first Principal Payment Date, the Borrower shall repay the amount withdrawn and
outstanding as of such date in accordance with paragrapir 1 of this Schedule.

(b) Any withdrawal made after the first Principal Payment Date shall he
repaid on each Principal Payment Date falling after the dale of such withdrawal in amouiits
determined by ADB by mulliplying the amount of each such withdrawal by a fraction, the
numerator of which shall be the original Installment Share specified in the table n
paragraph 1 of this Schedule for said Principal Payment Date (the Original Installment Share)
and the denominalor of which shall be the sum of all remaining Original Installment Shares
for Principal Payment Dates falling on or after such dale, such repayment amounts to be
adjusted, as necessary, to deduct any amounlts referred to in paragraph 4 of this Schedule,
to which a Currency Conversion applies.

3. Wilhdrawals made within two calendar monlhs prior to any Principal Payment
Date shall, for the purposes solely of calculating the principal amounts payable on any
Principal Payment Dale, be trealed as withdrawn and ouistanding on the second Principal
Payment Date following the date of withdrawal and shall be repayable on each Principal
Payment Date commencing with the second Principal Payment Dale following the date of
withdrawal.

4. Notwithstanding the provisions of paragraphs 1 and 2 of this Schedule, upoti &
Currency Conversion of all or any portion of the withdrawn principal amount of the Loan to an
Approved Currency, the amount so converted in said Approved Currency that shall be
repayabie on any Principal Payment Date occurring during the Conversion Period, shall be
determined by ADB by multiplying such amount in its currency of denomination immediateiy
prior to said Conversion by either: (i) the exchange rate that reflects the amounts of principal
in said Approved Currency payable by ADB under the Currency Hedge Transaclion relaling
to said Conversion; or (ii) if ADB so determines in accordance with the Conversicn
Guidelines, the exchange rate component of the Screen Rale.
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Schedule 2

5. If the principal amount of the Loan withdrawn and outstanding from time lo
time shall be denominated in more than one Loan Currency, the provisions of this Schedule
shall apply separately to the amount denominated in each L.oan Currency, so as lo produce a
separate amortization schedule for each such amount.
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SCHEDULE 3

ALLOCATION AND WITHDRAWAL OF LOAN PROCEEDS

General

1. The lable attached to this Schedule (hereinafter called the Table) sets forth
the Loan Components and the ailocation of amounts of the Loan to each such Locan
Component. (Reference to "Loan Component” in this Schedule is to a Loan Component
listed in the Table.)

Interest and Commitment Charge

2. The amount allocated to Loan Component (iv) is for financing interesl and
commilteemen charge on the Loan during the implementation period of the Project. ADB
shall be entitled lo withdraw from the Loan Account and pay to ilself, on behalf of the
Borrower, the amounts required to meel payments, when due, of such interest and

commitment charge. e e

Reallocation

3. Notwilhstanding the allocation of Loan proceeds set forth in the Table and
subject to paragraph 3 of this Schedule,

(a) if the amount of the Loan allocated to any Loan Component appears to
be insufficient to finance all agreed expenditures for that Loan Component, ADB may, by
notice to the Borrower, reallocate to such Loan Component, to the extent required to mest
the estimated shortfall, amounts of the Loan which have been allocated to another Loan
Component but, in the opinion of ADB, are not needed to meet other expenditures; and

(b) if the amounl of the Loan then allocated to any Loan Component
appears to exceed all agreed expenditures for that Loan Component, ADB may, by nolice to
the Borrower, reallocate such excess amount to any other Loan Component.
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Altachment to Schedule 3

TABLE
‘:;-"" f - e R U . - —
. ! ALLOCATION OF LOAN PROCEEDS

"X (Northern Power Transmission Expansion Sector Project)
| | !
| Number | LOAN COMPONENT AMOUNT ‘?;LOCATED |
! . | Subprojects — Construction, Expansion and Upgrading ' f
| ! \ ' K .
U §of Transmission Lines 270.984.000 ?
}-e — —_—— - .
; .. : Subprojects - Construclion, Upgrading and Expansion L
; (i) i of Substations ‘ 57,400,000

. | — e e e |
: (iii) i Project Administration and Consulting Services 316,000
. - ! - . L

(iv)  Interest/Commitment Charge 31,300,000"
! TOTAL 360,000,000

B w'"éxclusivc Bf':éi}i"é;a;ﬁa—dﬁTiééri'ﬁﬁ‘%ﬁnanced by ADB
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SCHEDULE 4

PROCUREMENT

1. Except as ADB may otherwise agree, lhe procedures referred to in the
following paragraphs of this Schedule shall apply in the procurement of goods and services
to be financed out of the proceeds of the Loan. In this Schedule and the Altachment hereto,
the term "goods" includes equipment and materials; the term “services” does not include
consulting services. .
2. Procurement of goods and services shall be subject to the provisions of the
"Guidelines for Procurement under Asian Development Bank Loans" dated November 2004
(hereinafter called the Guidelines for Procurement), as amended from lime to time, which
have been furnished to the Borrower and EVN.

3. €)) Procurement of goods and services shall be made without any
restriction against, or preference for, any particular supplier or contractor or any particular
class of suppliers or contractors. except as otherwise provided in sub- -paragraph (b).below,
and paragraph 6 below.

(b) The Borrower's Slate-owned enterprises shall only be eligible to bid for
contracts if they are legally and financially autonomous, independenlly managed and
operating on the basis of commercial practices, and if they are not in any way associated
with the military forces.

4, (a) Each civil works contract estimated to cost the equivalent of more than
$3,000,000 and each supply contract for equipment or materials estimated to cosl the
equivalent of more than $1,000,000 shail be awarded on the basis of international
competilive bidding as described in Chapter Il of the Guidelines for Procurement. Bidders for
civil works contracts shall be prequaiified before bidding.

(b) For conlracts to be awarded on the basis of international compelitive
bidding, there shall be submitted to ADB, as soon as possible, and in any event not Iater than
90 days before the issuance of either the first prequalification invitation or the first invitation
to bid for the Project, a General Procurement Notice (which ADB will arrange to publish
separalely) in such form and delail and containing such information as ADB shall reasonably
request.

{c) For contracts o be awarded on the basis of international competitive
bidding, procurement actions shall be subject to review by ADB in accordance wilh lhe
procedures set forth in Chapter IV of the Guidelines for Procurement. Each draft
prequalification invitation and each draft invitation to bid, to be submitled to ADB for approval
under such procedures, shall reach ADB at least 21 days before it is issued and shall contain
such information as ADB shall reasonably request to enable ADB to arrange for the separate
publication of such invitation.

5. (a) Each supply contract for equipmen! or materials estimated to cost the
equivalent of $1,000,000 or iess (other than minor items) shall be awarded on the basis of
international shopping as described in Chapter Hll of the Guidelines for Procurement.



Schedule 4

(b) Each draft invitation to bid and relaled bid documént shall be submitted
to ADB for approval belore they are issued.

(<) Notwithstanding paragraph 3.03(b) of the Guidelines for Procurement,
any award of contract shall be subject to prior ADB approval.

6. In comparing bids under internaticnal competitive bidding, a margin of
preference may be provided, at the option of the Borrower and in accordance with the
provisions of the Attachment to this Schedule, for

(a) goods manufactured in the territory of the Borrower, provided that the
bidder offering such goods shall have established to the salisfaction of
the Borrower and ADB lhat the domestic value added equals at least
20 percent of the ex-faclory bid price of such goods; and

(b) civil works lo be carried out by eligible domestic contractors, as
defined by ADB.
7. Civil works contracts estimated to cost the equivalent of $3,000,000 or less
may be awarded on the basis of local compelitive bidding among prequalified contractors in
accordance with the standard procurement procedures of the Borrower and EVN, and
acceptable to ADB.

(@) For the first contract to be awarded on the basis of local compelitive
bidding, the first draft English language version of the bidding documents, as well as
prequalification, seleclion and engagement of contractors shall be subject to the approvai of
ADB. As soon as the bids received have been evaluated, the proposal for award of contract
shall be submitted to ADB for approval. For this purpose, ADB shall be furnished with three
copies of (i) an account of lhe public opening of bids; (i) a summary and evaluation of the
bids; (jii) the proposal for award; and (iv) a draft contract or a draft letter of acceptance.
Promplly after each contract is awarded, ADB shall be furnished with three copies of the
contract as executed.

(b) For the subsequent contracts, bid evaluation and award of contracts
shall be subject to post review by ADB.

8. Secondary equipment for expansion of existing 500 kV and 220 kV
substalions under operation using computerized control system may be procured on the
basis of international shopping as outlined in paragraph 5 above, or through directly
purchase as described in Chapler Ill of the Guidelines for Procurement, as appropriate.
Where the equipment is procured directly, prior to such procurement, a list of individual items
to be procured, an estimate of their costs, an indication of potential sources of supply and
any related documents shall be submitted to ADB for approval. After award, three copies of
each conltract for such items shall be furnished tc ADB.

9. (a) The Borrower and EVN shall ensure that all ADB-financed goods and
services procured (including without limitation all computer hardware, software and systems,
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Schedule 4

whether separately procured or incorporated within other goods and services procured) do
not violate or infringe any industrial property or intelleclual property right or claim of any third
party.

(b) The Borrower and EVN shall ensure that all ADB-financed contracls
for the procurement of goods and services contain appropriate representations, warranties
and, if appropriale, indemnities from the conlractor or supplier with respect lo the malters
referred to in subparagraph (a) of this paragraph. .
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Attachment to Scheduie 4
(Page 1)

Preference for Domestically Manufactured Goods

1. In the procurement of goods through international competitive bidding, goods
manufactured in the territoery of the Borrower may be granted a margin of preference in
accordance with the following provisions, provided that the bidder shall have established to
the satisfaction of the Borrower and ADB that the domestic value added equals at least
20 percent of the ex-factory bid price of such goods. The 20 percent domeslic value added
applies to the total ex-factory bid price of the goods and not only lo one item in a list.

(a)

For application of domestic preference, all responsive bids shall first be
classified into the following lhree categories:

Cateqory | -- bids offering goods manufactured in the territory of the
Borrower which meet the minimum domestic value added requirement;
CalegogyAII -- bids offering other goods- manufactured in the territory of
the Borrower; and

Cateqgory Il -- bids offering imported goods.

The lowest evaluated bid of each category shall then be delermined by
comparing all evaluated bids in each category among themselves,
without taking into account customs duties and other import taxes
levied in connection with the importation, and sales and similar taxes
levied in connection with the sale or delivery, pursuant to the bids, of
lhe goods.

Such lowesl evaluated bids shall next be compared wilh each olher
and if, as a result of this comparison, a bid from Category | or Category
Il is found to be the lowest, it shall be selecled for the award of
conlract.

If, however, as a resull of the comparison under subparagraph (c)
above, the lowest bid is found to be from Category lll, it shall be further
compared with the lowest evaluated bid from Calegory |. For the
purpose of this further comparison only, an upward adjustment shall be
made to the lowesl evaluated bid price of Category Il by adding either

(i) the amount of customs duties and other import taxes which a
nonexempt importer would have to pay for the importation of
the goods offered in such Category ili bid; or

(i) 15 percent of the CIF bid price of such goods if the customs
duties and import taxes referred to above exceed 15 percent of
the CIF bid price.



Attachment to Schedule 4
(Page 2)

If, after such further comparison, the Category | Lid is determined o be the lowest, it shall be
selecled for the award of contract; if not, the lowest evaluated bid from Category il shall be

selected for the award.

2. {a) Bidders applying for the preference shall provide evidence necessary
to eslablish the eligibility of a bid for lhe preference, including the minimum domestic value
added. .

(b) The bidding documents shall clearly indicale the preference to be
granted, the information required to establish the eligibility of a bid for the preference
claimed, and the procedures lo be followed in the comparison of bids, alt as sel forth above.
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Attachment to Schedule 4

(Page 3)
Domestic Preference for Turnkevy Contracts and
Supply-and-Installation Contracts
3. In single-responsibility turnkey (including design-build) contracts and supply-

and-installation conlracts for large and complex packages, procured through international
compelitive bidding and in which discrete items of goods are grouped into one contract
package and where the CIF or ex-factory cost of goods to be used for or in the permanent
works under such conlracts is estimated, prior to bidding, to equal or exceed 60 percent of
the total cost of such works, a margin of preference shall be applied to the domestically
manufactured goods in accordance with the following provisions.

(a)

(b)

(d)

(g)

4, (a)

The margin of preference shall not be applied to the whole package
but only lo the domeslically manufactured goods within the package.

Goods offered from outside the territory of the "Borfower shall be
quoted CIF and goods offered domestically shall be offered ex-factory
or ex-works (free of sales and similar taxes).

All other cost components, such as design as well as works
installation, commissioning and supervision, shall be quoted
separately, and shall not be subject lo preference.

In the comparison of bids (which should not be classified into
Categories 1, Il or Il as with the domestic preference for goods), only
the CIF price in each bid of the goods offered from outside the territory
of the Borrower shall be increased by the applicable duty and other
taxes payable by a nonexempt importer or by 15 percent, whichever is
less.

If duties vary from item to item within a package, the appropriate tariff
for each item shall apply.

$

No margin of preference shall be applied to any associated services or
works included in the package.

Bidders shall not be permitted or required lo modify the mix of
domestic and foreign goods after bid opening.

Bidders applying for the preference shall provide evidence necessary

to establish the eligibility of a bid for the preference.

(b)

The bidding documents shall clearly indicate the preference to be

granted, the information required to establish the eligibility of a bid for the preference
claimed, and the procedures to be followed in the comparison of bids, all as set forth above.



5. in

20

Attachment to Schedule 4
(Page 4)

Preference for Domestic Conlractors

the selection of civil-works contractors, single-responsibility turnkey

(including design-build) contractors or supply-and-installation conltractors where the CIF cost
of goods to be used for or in the permanent works under such contracts is less than
60 percent of the total cost of such works, eligible domestic contractors, as defined below,
through international compelitive bidding may be granted a margin of preference in
accordance with the following provisions.

(a)

6. (a)

For application of domestic preference, all responsive bids shall first be
classified into the following two categories:

Cateqory I -- bids offered by domestic contractors and joint

applicable criteria as set forth in paragraph 6 below; and
Category Il -- bids offered by other contractors.

The lowest evaluated bid of each category shall then be determined by
comparing all evaluated bids in each category among themselves.

Such lowest evaluated bids shall next be compared with each other
and if, as a result of this comparison, a bid from Category | is found to
be the lowest, it shall be selected for the award of contract.

If, however, as a result of the comparison under subparagraph (c)
above, the lowest bid is found to be from Category I, it shall be further
compared with the lowest evaluated bid from Category I. For the
purpose of this further comparison only, an upward adjustment shall be
made to the lowest evaluated bid price of Category Il by adding an
amount equal lo seven-and-one-half percent of the bid-price. If, after
such comparison, the Category | bid is determined to be the lowest, it
shall be selected for the award of contract; if not, the lowest evaluated
bid from Category |l shall be selecled.

To be eligible for the preference set forth in paragraph 5 above,

domestic contractors must meet the following criteria:

(i)  firms are registered in the territory of the Borrower;

(i)  firms have majority ownership by nationals of the Borrower;
and

(if)  firms will not subcontract more than 50 percent of the tolal
value of their work to foreign contractors.
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(b) A joint venture between a domestic contractor and its foreign partner
shall be eligible for the preference only if it meets the following criteria:

(i)  the domeslic partner(s) is individually eligible for the preference
according to the criteria stated above;

(i} the domestic partner(s) would not qualify for the contract works
on technical or financial grounds without the foreign
parlicipation; and

(i)  the domestic partner(s) will, under the arrangements proposed,
carry out at least 50 percent of lhe contract works measured in
terms of value.

(c) Contractors applying for the preference shall be required lo provide, as

* part of the data for qualificafion, necessary information, including details of ownership, fer

determining whether, according to the applicable criteria, a particular firm or group of firms
qualifies for the preference.

7. The bidding documents shall clearly indicate the preference lo be granted, the
information required o establish the eligibility of firms for the preference claimed, and the
procedures to be followed in the comparison of bids, all as set forth above. Bidders applying
for the preference shall provide such additional information in support of such eligibility as
may be requested by the Borrower and ADB.
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CONSULTANTS

I The services of individual consullanls shall be ulilized in the carrying oul of the
Project, parlicularly with regard to:

(a) resetllement;
(b) environment; and
(c) social development and gender.

The terms of reference of the consultants shall be as determined by agreement betwean
ADB and EVN.

2. The selection, engagement and services of lhe consultants shail be subject io
the provisions of this Schedule and the provisions of the "Guidelines on the Use of
Consultants by Asian Development Bank and Its Borrowers" dated January 2005, as
amended from time to time, which have been furnished to EVN.

3. The international consultants whose areas of expertise are indicated
Paragraphs 1(a) and (b) above shall be selected and engaged by EVN in accordance with
the following procedures.

(a) A list of the candidates together with their qualifications and their
ranking and a draft contract shall be furnished to ADB for approval
before the selection of consultants.

(b) Promptly after the contract is signed, ADB shall be furnished with the
evalualion of the candidates and a brief justification for the selection,
together with three copies of the signed contract.

(c) If any substantial amendment of the contract is proposed after its
execution, the proposed changes shall be submitted to ADB for prior
approval.

4 ‘ The domestic consuitants whose areas of expertise are indicated in

Paragraph 1(a) lo (c) above shall be selecled and engaged in accordance with procedures
acceptable to ADB, and the seleclion and engagement of the consultants shail be subject to
the approval of ADB with regard to their competence and experience for carrying out lhe
assignment. As soon as the proposals received have been evaluated but before negotiaticns
are started wilh the consullants selected for negotiations, ADB shall be furnished wilh th:ce
copies of (i) a list of consullanls inviled; (ii) an evaluation of the proposals (together with one
sel of the first-ranked proposal); and (iii) justification for the selection. After the conclusion of
negotiations but before the signing of the contract, the conlract as negotiated shall be
furnished to ADB for approval. Promptly after the contract is signed, ADB shall be furnished
with three copies of the signed contract. If any substantial amendment of the contract is
proposed aller its execution, the proposed changes shall be submitted to ADB for prior
approval.
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. 5. The Borrower shall ensure that all ADB-financed contracts with consultar:ls
contain appropriate representalions, warranties and, if appropriate, indemnities from the
consultants to ensure lhat the consulting services provided do not violate or infringe any
industrial property or intellectual property right or claim of any third party.
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EXECUTION OF PROJECT AND OPERATION OF
PROJECT FACILITIES; FINANCIAL MATTERS

Project Management

1. EVN shall be the Project Executing Agency responsible for overall
implementation of the Project. NPPMB and CPPMB shall be the Implementing Agencies
responsible for day-lo-day implementation of Project's aclivities for the construction,
expansion and upgrading of the 500 kV and 220 kV substations and transmission lines.

Sector Restructuring

2. The Borrower shall ensure that all of the EVN's generation units, except for the
multi-purpose power plants, have been transformed in such a manner that each generation
unit either: (i) has become an independent unit, with its own independent accounting; (ii) has
become a single member limited liability company as defined the Borrower's Enterprise Law;
or (iii) has -been equilized such that ownership is held by EVN and by one or more other
investors.

Financial Ratios and Reporting

3. The Borrower shall ensure that EVN will achieve at all times a self-financing
ratio of at least 25 percent, a debt service coverage ratio of at least 1.5 limes, and a long-
lerm debt-lo-equity ratio of not more than 70:30 to maintain EVN's operating efficiency and
financial sustainability. For the purpose of this paragraph, the following provisions shall

apply:

(a) Except as ADB shall olherwise agree, EVN shall produce, for each of
its fiscal years after its fiscal year ending on 31 December 2005, cash
from internal sources equivalent to not less than 25 percent of the
annual average of EVN's capital expenditures incurred, or expected to
be incurred, for that year and succeeding fiscal years.

(b) Before 30 June in each of its fiscal years, EVN shall, on the basis of
forecasts prepared by EVN and salisfactory to ADB, review whether it
would meet the requirements set forth in paragraph (a) in respect of
such year and the next following fiscal year and shall furnish to ADD a
copy of such review, upon its completion.

(c) If any such review shows that EVN would not meet the requirements
set forlh in paragraph (b) for EVN's fiscal years covered by such
review, the Borrower and EVN shall promptly take all necessary
measures, including without limitation, adjustments of the structure or
levels of EVN's rales (prices) or, upon establishment of the regulatory
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authorily, filing applications seeking tariff/rate increase, in order o
meet such requirements.

The net revenues of EVN for twelve months period shall be at lezst
1.5 times EVN's debl service requirements for such period.

For the purposes of this paragraph:

-

The term “"cash from internal sources" means lhe difference
betlween:

A the sum of cash flows from all sources related !0
operations, plus cash generated from consumer
deposits and consumer advances of any kind, sale of
assets, cash yield of inlerest on investments, and net
non-operating income; and .

B. the sum of all expenses related to operations, including
administration, adequate maintenance and laxes aiid
paymenls in lieu of taxes (excluding provision for
depreciation and other non-cash operating charges),
debt service requirements, all cash dividends paid and
other cash distributions of surplus, increase in working
capital other than cash and other cash outflows olher
than capital expenditures.

The lerm "net non-operating income” means the difference
belween:

A revenues from all sources other than those related to
operations, after making adequate provisions for
uncollectible debts; and

B. expenses, including taxes and payments in lieu of
taxes, incurred in the generation of revenues in ii. A.
above.

The term “working capital other than cash" means tlie
difference between current assets excluding cash and current
liabililies at the end of each fiscal year.

The lerm "current assets excluding cash” means all assi:!s
other than cash which could in the ordinary course of business
be converted into cash within twelve months, including
accounls receivable, markelable securities, inventories and
prepaid expenses properly chargeable to operating expenses
within the next fiscal year.
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The lerm "current liabililies” means all liabilities which vill
become due and payable or could under circumstances then
exisling be called ‘or payment within twelve months, including
accounls payable, customer advances, dabt service
requirements taxes and payments in lieu of taxes, and
dividends.

The term "debt" means any indebtedness of EVN maturing by
its terms more lhan one year after the date on which il is
originally incurred, comprising such obligations as incurred:
(a) under a loan contract or agreement or other instrument
providing for such debt or for the modification of its terms of
payment on the date of such contract, agreement or
instrument; and (b) under a guarantee agreement, on the date
the agreement providing for such guarantee has been entered
into. .. - : :

The term “"debt service requirements” means the aggregae
amount of repayments (including sinking fund payments if any)
ol. and interest and other charges on, debt, excluding interest
charged to construction and financed from loans.

The lerm "capital expenditures” means all expenditures
incurred on account of fixed assets, including intlerest charged
to construction, related to operations.

The term "nel revenues” means the difference between:

A lhe sum of revenues from all sources related to
operations, after making adequate provisions [or
uncollectible debts, adjusted to take account of EVN's
rates in effect at the time of the incurrence of debt even
though they were nol in effect during the twelve-month
period to which such revenues relate and net nci-
operating income; and

B. the sum of all expenses related to operalions including
administration, adequate maintenance, taxes and
payments in lieu of taxes, but excluding provision for
depreciation, other non-cash operating charges and
interest and olher charges on debt.

The term "net non-operating income” means lne difference
between:

A. revenues from all sources other than those related to
operations; and
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B. expenses including laxes and payments in lieu of taxes.
incurred in the generation of revenues in ix. A. above.

Xi. The terms "operations" or operating" refer to all operations of
EVN.
Xii. Whenever for the purposes of this paragraph it shall be

necessary to value, in terms, of the currency of the Guaranior,
debt payable in another currency, such valuation shall be marie
on the basis of the prevailing lawful rate of exchange at which
such other currency is, at the time of such valuation, obtainatie
for the purposes of servicing such debt, or, in the absence of
such rate, on the basis of a rate of exchange acceplable to
ADB.

4. .. . The Borrower shall cause EVN to (a) mainlain an internal audit function, so as
lo underlake timely audit of Project accounts in accordance with generally accepizd
accounting principles; and (b) submit to ADB its audited accounts and financial statemenis

within 6 months of the end of each fiscal year.

Subproject Selection Criteria and Selection Procedures

5. Except as ADB may otherwise agree, the Borrower shall cause EVN to ensure
that all the Subprojects to be financed under the Project meet the following criteria.

0 Subprojects shall be technically feasible;

(i) Subprojects shall be included in the revised Fifth Power Developmant
Master Plan, approved by the Borrower's Prime Minisler in 2003, or
subsequent amendment or any replacement thereof;

(iii) Subproject shall not include those of category A, as defined in the
ADB's Environment Policy in 2002; and

(iv) Subprojecls shall not include transmission lines emanaling from power
generation stations.

6. The Borrower shall cause EVN to ensure that the Subprojects complied viith
the criteria in the preceding paragraph are selecled and appraised in accordance with the
- following procedures.

(i EVN shall carry out a technical feasibility study, which includes a

detailed engineering design of the Subproject, cost eslimaies,
procurement packaging and an implementation schedule;

(i} EVN shall prepare a RP meeting the requirements of the approved RF;
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(iti) EVN shall prepare a Subproject’'s anvironmenlal assessinent follcy.ing
the environmenlal assessment and review framework as specified in
the IEE; and

(iv) EVN shall submit an appraisal report, which include (i) to (iii) above, o
ADB for approval.

Anti-Corruption

7. The Borrower shall cause EVN lo ensure Lhat its inspectorate departiment takes
necessary action to prevent corruption by: (a) approprialely supervising the bicdding process,
bid evaluation and construction; (b) preventing any inlerference in the bidding and evaluai.on
process; and (c) briefing NPPMB and CPPMB Management and local prosectitors’ office on
a regular basis, where warning about or information on corrupt practices can he assemt'ed
and discussed.

Land Acquisition and Resetllement

8. EVN, through NPPMB and CPPMB, shall engage and imobilize (& resettlen:ant
specialist consultants lo assisl in preparing and implenienting RPs and (b) an independant
monitoring organization prior lo commencement of any land acquisition aclivities.

9. The Borrower shall cause EVN lo ensure that (a) the RPs are carried Gut
promptly and efficiently in accordance wilh all Borrower's iaws and regulations. ADB's Pailcy
on Involuntary Resettlement (1995) and Policy on Indigenous Peoples (2003}, and the
approved RF; (b) all affected people are given adequate opportunity to participate i
resetliement planning and implementation; (c) the affected people are compensated and
assisted prior to displacement from their houses, land. nssets such that they will be at lezst
as well off as they would have been in the absence of the Project and the poorest affec.ed
people and vulnerable groups including ethnic minority aflfected people are assisted to help
them improve their socio-economic slalus; (d) implementation of the RPs is monitored by
NPPMB and CPPMB, concerned people's committees and independent monitors, and
related reports are submitted to ADB and lhe Borrower as stipulated in the RPs; and (e; the
RPs for Subprojects to be appraised under the Project will be prepared in accordance with
the agreed RF, and submitted to ADB for review and approval prior lo being disclosed to the
affected people.

10. The Borrower shall cause EVN to ensure that (a) funds for land acquisition and
resettlement are allocated and disbursed in a timely manner. (b) the RPs are updated and
submitted to ADB within 3 monlhs of completing the respective detailed measurerient
surveys: (c) EVN will promptly advise ADB of any substantial changes in the resettierent
impacts and, if necessary. will submil a revised RP to ADB for corcurrence; and
(d) reseltlement impacts on ethnic minority peoples in the subproject areas will be mitigaie
through specific measures included in the RF. RPs and the gender slrategy prepared for the
Project.
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SLHPP and HQHPP Land Acquisition and Reseltlement

11. For SLHPP and HQHPP, the Borrower shall cause its Ministry of Agriculture
and Rural Development and the resettiement commitlees ol the concerned provinces to carry
out the reseltlement plans and sustainable livelihood programs in compliance with tha
Borrower's Prime Minister's Special Decision No. 459/2004, and acceptable to ADB

Social Unit

12 Within three (3) months of the Effective Dale, the Borrower shall cause EVN to
strengthen ils Appraisal and Construction Managemenl Departmenl with an appropria2
number of additional staff to handle resellliement matlers on a full-time basis. The Appraisal
and Construction Management Department shall be responsible for social and environmental
issues particularly (i) resetlliement planning and management, (i) ethnic minority
development planning and management, and (jii) sexually transmitted disease, HIV/AIDS
awareness program, poverty and social impac} assessiments.

Environment

13. The Borrower shall cause EVN to ensure that (a) the Subprojects are designe:d,
constructed, operated, and maintained in accordance wilh the environmental laws and
regulations of the Borrower and the ADB's Environmental Policy; (b) prior to ADB's approvi,
an environmental assessment and review framework are applied for each future candidate
Subproject under the Project; (c) the EMP and the mitigalion measures included lherein, as
specified in the IEE prepared for the Project, are properly implemented; (d) for a category “&"
sensitive subproject, as defined in ADB’s Environment Policy in 2002, a summary IEE will e
prepared and made available to lhe general public at least 120 days before the Subproject s
approved; (e) no category “A” subprojects, as defined in ADB's Environment Policy. will b¢
included in the Project for consideration; (f) any environmental permits, iicenses arnid
clearances are obtained in a timely manner; (g) any adverse impact on the environment that
may arise from the Project implementation aclivities is promplly mitigated or minimized in
accordance with the EMP; and (h) implementation of the EMP, including any safety
breaches, violalion of environmental standards and corrective measures taken thereto, is
reported semi-annually to ADB.

EMP for SLHPP and HQHPP

14, The Borrower shall cause EVN lo ensure lhat SLHPP and HQHPP are
constructed and commissioned in compliance with the Borrower's environmental laws and
regulations. EVN shall implement environmental management plans for SLHPP and HQHPP,
including the downstream impacts management programs.

Poverty Reduclion

15. The Borrower shall cause EVN, through NPPMB and CPPMB, to ensure that
civil works contracts will have provisions to maximize employment of local poor persons, 10
the extent possible, who adequalely meet the job and efficiency requirements for
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construction of the iransmission lines and substalions. Such workers shall be provided wilh
adequate on-the-job training.

Other Social Mallers

16. The Borrower shall cause EVN to ensure that all civil works contracts under the
Project incorporale provisions o the effect that contractors: (i) comply with all applicab:e
labor laws and related international trealy obligations and do not employ child labor;
(ii) provide safe working conditions for both male and female workers; (iv) operationalize the
provisions set forth in the Gender Strategy prepared for the Project as agreed upon between
the Borrower and ADB; and (v) carry out, in the campsites and corridors of influence,
education and awareness campaign for HIV/AIDS and anli-trafficking of women and children,
in coordination with international and national agencies working on this issue.

Counterpart Fund

17. Without prejudice to the generality of Section 4.02 of this Loan Agreement, the
Borrower shall cause EVN lo ensuré all necessary counterpart funds for Project
implementation, including but not limited to actual cosls of reseltlement, are provided in a
timely manner.



