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Board of Directors

Sec.M10-17
25 April 2017

Fiftieth Annual Meeting — Documents

Attached for information are the following documents, which are being sent by
electronic copy to Governors, Alternate Governors, and Channels of Communication, in
connection with the Fiftieth Annual Meeting:

(i) Annual Report for 2016
Main report
Financial report
Operational data
Organizational information
ADB member fact sheets

(ii) Agenda
(Document No. BG50-3, Revision 2)

(iii) Financial Statements, Management's Report on Internal Control
over Financial Reporting, and Independent Auditors’ Reports
Report of the Board of Directors and (Draft) Resolution
(Document No. BG50-4)

(iv) Allocation of Net Income
Report of the Board of Directors and (Draft) Resolution
(Document No. BG50-5)

(v) Budget for 2017
Report of the Board of Directors
(Document No. BG50-6)

(vi) Status of the Financial Resources of the Asian Development Bank
Report of the Board of Directors
(Document No. BG50-7)

(vii)  Place and Date of Fifty-Second Annual Meeting (2019)
Report of the Board of Directors and (Draft) Resolution
(Document No. BG50-8)

(viii)  Update to Rules and Regulations
Report of the Board of Directors
(Document No. BG50-9)


https://www.adb.org/sites/default/files/institutional-document/237881/adb-annual-report-2016-bgov.pdf
https://www.adb.org/sites/default/files/institutional-document/237881/adb-financial-report-2016-bgov.pdf
https://www.adb.org/sites/default/files/institutional-document/237881/oi.pdf
https://www.adb.org/sites/default/files/institutional-document/237881/od.pdf
https://www.adb.org/publications/series/fact-sheets
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(DRAFT) AGENDA

1. Annual Report for 2016

2. Financial Statements, Management's Report on Internal Control over Financial
Reporting and Independent Auditors’ Reports

3. Allocation of Net Income

4. Budget for 2017

5. Status of the Financial Resources of the Asian Development Bank
6. Place and Date of Fifty-Second Annual Meeting (2019)
7. Updates to Rules and Regulations

8. Composition of the Procedures Committee for 2017/2018
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Document No. BG50-4
21 April 2017

FINANCIAL STATEMENTS, MANAGEMENT'S REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING, AND INDEPENDENT AUDITORS’
REPORTS

REPORT OF THE BOARD OF DIRECTORS

In accordance with Article 31 (iii) of the Articles of Agreement and Section 15 of the By-
Laws, the audited financial statements of ADB for 2016, including the financial statements for the
operations of Special Funds, as contained in the Annual Report for 2016, are submitted for
approval, together with the text of a draft Resolution.

The Annual Meeting of the ADB’s Board of Governors is a sustainable event.

1SO 20121:2012 CERT NO.: EvMS-2015-0001



Attachment to Document BG50-4

(DRAFT) RESOLUTION NO.

FINANCIAL STATEMENTS, MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING, AND INDEPENDENT AUDITORS’ REPORTS

The Board of Governors

Having reviewed the Independent Auditors’ Report on the Financial Statements and
Management's Report on Internal Control over Financial Reporting of ADB for 2016

RESOLVES:

That the audited Financial Statements as contained in the Annual Report of ADB for
2016, which include separate financial statements for the operations of Special Funds, are
approved.
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Document No. BG50-5

21 April 2017
ALLOCATION OF NET INCOME
REPORT OF THE BOARD OF DIRECTORS
1. ADB's net loss from its ordinary capital resources for the year ended 31 December 2016,

after appropriations of guarantee fees of $18,074,113 to the Special Reserve in accordance with
Article 17 of the Articles of Agreement, amounted to $11,199,352. With respect to such amount,
the Board of Directors, after due consideration, recommends that the Board of Governors adds
$14,600,000 to the Loan Loss Reserve and adds $513,859,496 from Cumulative Revaluation
Adjustments; and allocates $123,660,144 to Ordinary Reserve; $259,400,000 to the Asian
Development Fund (ADF); $60,000,000 to the Technical Assistance Special Fund; $20,000,000
to the Asia Pacific Disaster Response Fund; $15,000,000 to the Climate Change Fund; and
$10,000,000 to the Regional Cooperation and Integration Fund.

2. The net income from the ADF for the year ended 31 December 2016 amounted to
$122,137,715 excluding the effect of each of the following: accounting treatment of expensed
grants and translation adjustment of currencies. Under the regulations governing the ADF, the
net income of the ADF is required to be retained in the ADF, except that the Board of
Governors may transfer some of the net income to be applied towards technical assistance
grants. Owing to the need for further resources for grants, no such transfer is recommended
by the Board of Directors.

3. A draft Resolution implementing the recommendation in paragraph 1 above is attached.

The Annual Meeting of the ADB’s Board of Governors is a sustainable event.
1SO 20121:2012 CERT NO.: EvMS-2015-0001



Attachment to Document BG50-5

(DRAFT) RESOLUTION NO. ___

ALLOCATION OF NET INCOME

The Board of Governors

Having considered the Report of the Board of Directors on the allocation of the net income
of ADB's ordinary capital resources and the Asian Development Fund for the year ended
31 December 2016

RESOLVES:

That, of the net loss of ADB from its ordinary capital resources for the year ended
31 December 2016 amounting to $11,199,352, after appropriation of guarantee fees of
$18,074,113 to the Special Reserve,

(@)

(b)

(©)
(d)
(e)
(f)
()
(h)

$14,600,000 representing the adjustment to the loan loss reserve as of
31 December 2016, be added from net income to the loan loss reserve;

$513,859,496 representing the ASC 815/825 adjustments and the
unrealized portion of net income from equity investments accounted for
under the equity method, for the year ended 31 December 2016, be added
from the Cumulative Revaluation Adjustments account to the net income;
$123,660,144 be allocated to Ordinary Reserve;

$259,400,000 be allocated to the Asian Development Fund;

$60,000,000 be allocated to the Technical Assistance Special Fund;
$20,000,000 be allocated to the Asia Pacific Disaster Response Fund;
$15,000,000 be allocated to the Climate Change Fund; and

$10,000,000 be allocated to the Regional Cooperation and Integration
Fund.
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BUDGET FOR 2017

REPORT OF THE BOARD OF DIRECTORS

l. ASIAN DEVELOPMENT BANK

1. A report on the 2016 budget of the Asian Development Bank (ADB) was submitted to the
Board of Governors at the 49th Annual Meeting in May 2016."

2. Actual net internal administrative expenses (IAE) for 2016 totaled $576.2 million
(Appendix 1). The actual net IAE, after taking into account the carryover of $12.7 million, totaled
$588.9 million (compared with the budget of $635.6 million).

3. On 14 December 2016, the Board of Directors approved the net IAE budget of
$647.0 million for 2017, including a general contingency of 1% ($6.5 million) and after deducting
the estimated fee reimbursements of $8.8 million from trust funds (Appendix 1). The 2017 net
IAE budget consists of $633.3 million for ADB, excluding (i) $1.6 million for the Compliance
Review Panel and the Office of the Compliance Review Panel (Appendix 2), and
(i) $12.1 million for the Independent Evaluation Department (Appendix 3).

4. ADB’s 2017 budget will support the delivery of the 2017 work program of $15.8 billion of
sovereign operations, $2.9 billion of nonsovereign operations, and $420 million of technical
assistance, as well as other strategic and institutional priorities. ADB will (i) expand the scope
and coverage of its operations in developing member countries classified as fragile and conflict-
affected situations and Group A, (ii) accelerate nonsovereign and public—private partnership
operations, (iii) outpost more staff to field offices, and (iv) implement the second generation of
procurement reforms. ADB plans to make the organization more resilient, mobile, and agile in
2017. Information technology (IT) reforms will improve efficiency and productivity, strengthen
data quality, and reduce operational risks.

5. The four key cost drivers in the 2017 budget are (i) scaling up operations to meet
strategic priorities such as nonsovereign operations, public—private partnerships, and operations
in countries with fragile and conflict-affected situations and lagging areas; (ii) strengthening
project and portfolio quality, and bolstering field office operations to support the action plan of
the Midterm Review of Strategy 2020; (iii) building organizational resilience; and
(iv) implementing IT reforms. Additional resource requirements are largely met through
efficiency and cost-saving measures implemented across ADB such as staff optimization, IT

! ADB. 2016. Report of the Board of Directors to the Board of Governors: Budget for 2016. Manila.

Group A countries are defined as countries having access to concessional assistance only, while Group B
countries have access to both concessional and regular OCR assistance. Group C countries have access to
regular OCR only.

The Annual Meeting of the ADB’s Board of Governors is a sustainable event.
150 20121:2012 CERT NO.: EvMS-2015-0001



efficiencies, budget management, business travel, and technical assistance reforms. Expenses
for organizational resilience are projected to decline after 2017. IT reforms will require budget
increases until 2020, after which ADB expects a decline in IT expenses as depreciation from
capital expenditure decreases. IT investments will generate resource savings in future years
from productivity gains and cost avoidance.

6. Appendix 4 provides a comparison of the 2017 work program with the actual results for
2016 and 2015.

7. Appendix 5 presents a distribution of operational expenses by department and office.
Appendix 6 provides a comparison of operational expenses by program category.

8. In addition to the IAE budget, the 2017 budget includes an annual capital budget of
$9.7 million, which is provided mainly to (i) fund the cyclical capital expenditure for headquarters
facilities and IT; and (ii) meet replacement and new requirements of field offices for vehicles,
furniture, office equipment, and IT. The capital budget also funds safety- and security-related
expenditures.

Il. ASIAN DEVELOPMENT BANK INSTITUTE

9. The actual expenses of the ADB Institute (ADBI) for 2016 totaled $12.8 million,
representing a utilization rate of 82% of the budget of $15.7 million (Appendix 7). The actual
utilization consisted of $4.1 million for program expenses and $8.7 million for IAE.

10. On 14 December 2016, ADB’'s Board of Directors approved the 2017 budget of
$16.3 million for the ADB Institute, comprising $5.3 million for program expenses and $11.0
million for 1AE.

11. The program expense budget of $5.3 million consists of $3.2 million for the research
program and $2.1 million for capacity building and training. The IAE budget of $11.0 million
includes a 5% general contingency of $0.6 million (Appendix 8).

12. The program expense budget of $5.3 million accounts for 32% of the ADB Institute
budget. The program-related IAE budget totals $6.2 million (38% of the total budget). These
expenses include (i) staff costs; (ii) business travel, representation, and advisory council for
research; and (iii) capacity building and training. The budget for program and program-related
IAE totals $11.5 million (71% of the total budget).

13. In addition to the IAE budget, the 2017 ADBI budget includes an annual capital budget of
$110,000 for upgrading the server system.



Appendix 1

ASIAN DEVELOPMENT BANK: INTERNAL ADMINISTRATIVE EXPENSES
COMPARISON OF 2017 BUDGET WITH 2016 BUDGET AND ACTUAL RESULTS

($°000)
2016 2017
Item Budget Actual Budget
A. Board of Governors 2,197 2,072 2,187
B. Board of Directors 32,782 29,136 33,225
Offices of the Directors 18,407 16,069 18,502
Accountability Mechanism 2,733 2,353 2,638
Independent Evaluation 11,642 10,714 12,085
C. Operational Expenses 471,841 432,191 483,927
Salaries 243,793 227,989 251,065
Benefits 149,965 135,977 151,189
Contribution to Staff Retriement Plan 2 53,597 50,678 55,997
Staff development 7,500 6,983 7,500
Relocation 9,100 5,946 9,104
Consultants 27,437 27,181 29,564
Business travel 33,489 27,666 34,925
Representation 557 448 580
D. Administrative Expenses 123,648 108,633 129,926
Communications 10,028 7,553 8,477
Office occupancy 32,388 28,276 34,549
Library and subscription 5,542 5,389 5,794
Office supplies 1,806 1,364 1,565
Equipment, maintenance, and support 10,821 11,390 11,619
Contractual senices 31,069 27,716 33,928
Insurance 6,388 5,848 7,540
Depreciation 23,336 20,401 25,110
Miscellaneous 2,270 697 1,344
Total Regular Programs 630,468 572,031 649,265
E. General Contingency 6,305 5,223 6,493
Gross IAE 636,773 577,255 655,758
F. Fee Reimbursements (8,425) (8,374)° (8,770)
G. Net IAE 628,348 568,881 646,988 °©
Early Separation Program 7,276 7,276
H. Net IAE After ESP 635,624 576,157 646,988
I.  Carryover of IAE Budget 12,712 ¢
J. Net IAE after Carryover and ESP 635,624 588,869 646,988
Externally Funded Program © 1,423 755 1,025
2016 2017
Memo Item Estimate Actual Estimate
Gross Administrative Expenses 644,049 584,531 ' 655,758
Accounting Adjustments 114,264 73,780 114,052
Accrual for SRP 119,633 79,712 112,600
Accrual for PRGMIP 17,679 15,679 29,260
Loan origination cost ¢ (23,048) (23,692) (27,808)
Other adjustments " 2,081

Overall Administrative Expenses 758,313 658,310 769,810

... = not available or not calculated, (') = negative, ESP = Early Separation Program, IAE = internal administrative expenses, PRGMIP = post-retirement group
medical insurance plan, SRP = staff retirement plan.

Note: Numbers may not sum precisely because of rounding.

a  This excludes SRP contribution for the Board of Directors. The SRP budget for the Board of Directors is included under the Board of Directors budget

This amount reflects the estimated total expenses apportioned during the year for administering external grants excluding Japan trust funds.

¢ Net IAE of $647.0 million for 2017 includes $12.1 million for the Independent Evaluation Department (IED) and $1.6 million for the Compliance Review Panel
and Office of the Compliance Review Panel.

In 2006, the Board of Directors approved the introduction of a budget carryover of up to 2% of the net IAE budget to the next year, beginning w ith the 2007
budget. Accordingly, $12.7 million (about 2% of the 2016 net IAE budget) has been carried over to 2017.

Externally Funded Program includes (i) estimated sponsor-funded programs for staff and associated costs under Australia's Department of Foreign Affairs
and Trade and the Government of the Federal Republic of Germany, and (i) external grants for staff related costs under selected trust funds.

Refers to actual administrative expenses before adjusting for fee reimbursements.

9 Refers to administrative expenses related to loan origination. Accounting standards requires that a portion of the loan origination costs be deferred and
amortized over the life of the loan. ADB defers 20 basis points of the amount of loans that become effective to represent the amount of loan origination costs
that need to be deferred.

Refers to adjustments net of accrued resettlement and repatriation allow ances and severance payments, costs for Afghanistan Guest House and Public
Information Center and other miscellaneous items, and expenses of the Japan Special Fund.



4 Appendix 2

ASIAN DEVELOPMENT BANK:
COMPLIANCE REVIEW PANEL AND OFFICE OF THE COMPLIANCE REVIEW PANEL
COMPARISON OF 2017 BUDGET WITH 2016 BUDGET AND ACTUAL RESULTS

($°000)
2016
Budget
Iltem Budget Actual 2017
Compliance Review Panel 899 863 909
Salaries 280 272 282
Benefits 134 137 137
Business travel 35 40 40
Administrative expenses 450 414 450
Office of the Compliance Review Panel 761 578 708
Salaries 298 290 273
Benefits 119 121 161
Relocation 59 17 0
Consultants 193 78 160
Business travel 57 60 100
Representation 7 7 1
Administrative expenses 29 5 14
Total 1,660 1,442 1,617

Note: Numbers may not sum precisely because of rounding.



Appendix 3

ASIAN DEVELOPMENT BANK:
INDEPENDENT EVALUATION DEPARTMENT
COMPARISON OF 2017 BUDGET WITH 2016 BUDGET AND ACTUAL RESULTS

($°000)
2016
Budget

Item Budget Actual 2017
Salaries 5,535 5,352 5,790
Benefits 3,836 3,004 3,742
Consultants 1,400 1,721 1,540
Business trawel 710 612 840
Representation 2 2 3
Administrative expenses 160 24 170

Total 11,642 10,714 12,085

Note: Numbers may not sum precisely because of rounding.
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Appendix 4

ASIAN DEVELOPMENT BANK:

COMPARISON OF 2017 PROGRAM WITH ACTUAL RESULTS IN 2016 AND 2015

2016
2015 Midyear 2016 2017
Key Outputs Actual Estimate Actual Program
A. Lending and Financial Partnership Operations
1. Project Processing for New Projects?®
Amount ($ million) 16,288 17,680 17,462 18,715
Number of Approvals 121 158 145 179
Public Sector Operations
Amount ($ million) 13,662 15,080 14,960 15,815
Number of Approvals 97 127 119 145
Private Sector Operations
Amount ($ miIIion)d 2,626 2,600 2,502 2,900
Number of Approvals 24 31 26 34
a. Policy-Based Lending
Amount ($ million) 2,810 2,827 3,065 3,724
Number of Approvals 16 15 22 22
b. Results-Based Lending
Amount ($ million) 1,114 1,491 516 700
Number of Approvals 4 6 4 2
Multitranche Financing Facility
Amount ($ million) 2,193 7,841 4,493 7,070
Number of Approvals 3 10 7 13
Portfolio Management (number) 825 878 868 947
Public sector 645 684 669 731
Private sector 180 194 199 216
Disbursement ($ million) 12,348 12,128 12,489 12,800
Regular and Concessional OCR Loans 11,838 11,311 12,017 12,003
ADF Grants 503 617 463 554
Other grants' 7 201 9 243
Technical Assistance Operations
Active TA projects (number) 965 901 897 861
New TA approvals ($ million) 267 375 317 420
New TA approvals (number) 270 310 305 296
a. Transaction 61 170 167 143
b. Knowledge and Support 209 140 138 153
B. Knowledge Products and Services' (number) 263 344 257 242
Operations departments 122 218 118 113
Non-operations departments 141 126 139 129
C. Direct Value Added Cofinancing Operations
Investment projects ($ million) 10,610 12,300 13,912 14,300
D. Country and Regional Strategies (number)
Country Partnership Strategy 3 6 6 11
Regional Cooperation Strategy 1 1 1 0
Country and Regional Operations Business Plans 49 41 37 39
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Appendix 4
2016
2015 Midyear 2016 2017
Item Actual Estimate Actual Program
E. Borrowings ($ million) 18,948 20,600 20,602 30,500
F. Resources
Authorized Staff Positions* (number) 3,012 3,064 3,064 3,144
International staff 1,059 1,077 1,077 1,117
National and administrative staff 1,953 1,987 1,987 2,027
- National Staff 758 776 776 806
- Administrative Staff 1,195 1,211 1,211 1,221
Internal Administrative Expenses ($ million) 539 628 576 647
G. Income ($ million) 448 574 610 458
OCR! 368 468 488 486
ADF" 80 106 122 (28)
() = negative, ADF = Asian Development Fund, OCR = ordinary capital resources.
Notes:
1. Numbers maynot sum precisely because of rounding.

2.

Midyear estimates for OCR and ADF income for 2016 are based on financial projections as of 30 September
2016, and 2017 income figures are based on financial projections as of 31 December 2016.

2015 approvals includes all project design facilities approved in 2015, which accounts for difference compared
with figures in the Development Effectiveness Review 2016 Report, Statement of ADB's 2016 Operations, and
the ADB Annual Report, 2016.

Figures include $500 million unallocated OCR regional set-aside and $360.98 million unallocated ADF
subregional resources from Disaster Response Facility and Hard-Term Facility.

Includes 11 regional projects financed from the OCR regional set-aside (4 projects) and ADF subregional
operations (8 projects), one of which is financed by both OCR regional set-aside and ADF subregional
resources. A project financed by both ADF and OCR is counted as two while an ADF project with loan and a
grantcomponentis counted as one.

Excludes B loans.

Includes approval of the Financial Inclusion for Micro and Small Enterprise Growth in Georgia, which is counted
as one project consisting three transactions.

Includes 3 Sector Development Program (SDP)-Program Loans amounting to $80 million and $500 million
Countercyclical Support Facility to Azerbaijan.

In addition, $5 million was mobilized to cofinance a Multitranche Financing Facility.

Excluding one sovereign project administered by Office of the General Counsel, one sovereign equity
investment administered by Southeast Asia Department and one nonsovereign public sector loan project
implemented by South Asia Department.

Includes operations funded by Other Special Funds such as Climate Change Fund (CCF) and Asia Pacific
Disaster Response Fund (APDRF).

2015 actual knowledge products and services were restated to reflect the new typology introduced in 2016.
This appendix reports the five types of knowledge products: flagship, technical studies, working papers, policy
briefs, and op-ed articles. Figures include knowledge and services not funded by TA.

Excludes the staff of the Office ofthe Compliance Review Panel, Independent Evaluation Department, and the
director's advisors, and the support staff of the Board of Directors.

Represents allocable net income for OCR and is defined as operating income after adjustment to loan loss
reserve requirements and appropriation of guarantee fees to the special reserve.

ADF income represents reported net income before (i) net realized gains and/or losses, (ii) unrealized gains
and/or losses, and (iii) grants expenses.

Sources: Budget, Personnel, and Management Systems Department, Controller's Department, Office of
Cofinancing Operations, Operations Services and Financial Management Department, Private Sector Operations
Department, Sustainable Development and Climate Change Department, Strategy, Policy, and Review
Department, and Treasury Department.
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Appendix 5

ASIAN DEVELOPMENT BANK:

2017 BUDGET

DISTRIBUTION OF OPERATIONAL EXPENSES BY DEPARTMENT AND OFFICE

($°000)
2016 2017 % Change
% of % of over 2016
Department or Office Actual  Total Budget Budget Total Budget
A. President 36,305 8 36,734 39,408 8 7
Offices of Management 9,425 2 10,143 10,179 2 0
Office of the Ombudsperson 448 0 537 541 0 1
Office of Public-Private Partnership 4,392 1 3,173 5,026 1 58
Strategy and Policy Department 10,172 2 10,459 10,490 2 0
Office of the Auditor General 4,060 1 4,187 4,204 1 0
Office of Anticorruption and Integrity 4,021 1 4,245 4,798 1 13
European Representative Office 1,465 0 1,380 1,520 0 10
Japanese Representative Office 1,182 0 1,287 1,301 0 1
North American Representative Office 1,138 0 1,323 1,348 0 2
B. Knowledge Management and Sustainable Development 50,244 12 55,236 55,600 11 1
Economic Research and Regional Cooperation Department 14,790 3 16,351 16,491 3 1
Department of External Relations 7,450 2 7,571 7,582 2 0
Sustainable Development and Climate Change Department 28,005 6 31,313 31,528 7 1
C. Operations 1 104,130 24 116,100 117,632 24 1
South Asia Department 51,640 12 59,055 59,387 12 1
Central and West Asia Department 52,489 12 57,045 58,245 12 2
D. Operations 2 106,708 25 117,365 118,147 24 1
East Asia Department 34,390 8 36,541 36,599 8 0
Southeast Asia Department 53,297 12 59,835 59,940 12 0
Pacific Department 19,021 4 20,989 21,608 4 3
E. Private Sector and Cofinancing Operations 30,487 7 32,750 36,169 7 10
Private Sector Operations Department 26,620 6 27,495 30,851 6 12
Office of Cofinancing Operations 3,867 1 5,255 5,318 1 1
F. Finance and Risk Management 31,780 7 33,499 34,786 7 4
Controller's Department 10,669 2 11,991 12,129 3 1
Treasury Department 12,265 3 12,341 12,469 3 1
Office of Risk Management 8,846 2 9,167 10,188 2 11
G. Administration and Corporate Management 71,011 16 77,068 79,032 16 3
Budget, Personnel and Management Systems Department 17,429 4 20,047 20,358 4 2
Operations Senices and Financial Management Department 13,584 3 14,586 15,333 3 5
Office of Administrative Senices 11,555 3 12,008 12,130 3 1
Office of the General Counsel 13,139 3 12,377 12,929 3 4
Office of Information Systems and Technology 10,859 3 13,645 13,711 3 0
Office of the Secretary 4,444 1 4,405 4,571 1 4
H. Unassigned 0 0 646 617 0 4
Subtotal 430,664 100 469,397 481,391 99 3
I.  Young Professionals Program 1,527 0 2,443 2,536 1 4
Total 432,191 100 471,841 483,927 100 3

() = negative.
Note: Numbers may not sum precisely because of rounding.
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ASIAN DEVELOPMENT BANK:
2017 BUDGET AND 2016 ACTUAL RESULTS
COMPARISON OF OPERATIONAL EXPENSES BY PROGRAM CATEGORY

($°000)

Actual?® % Budget?® %

Program Category 2016 of Total 2017 of Total
Project administration 83,804 19 79,847 16
Project processing 69,756 16 100,932 21
Country and regional strategy and programming 22,643 5 24,401 5
Direct operational support 69,557 16 77,379 16
Knowledge management 45,350 10 47,092 10
Institutional support services 141,081 33 154,276 32
Total 432,191 100 483,927 100

Note: Numbers may not sum precisely because of rounding.
% Includes staff costs (allocated based on staff time estimates provided by departments and offices) and other
operational expenses.
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ASIAN DEVELOPMENT BANK INSTITUTE:
COMPARISON OF 2017 BUDGET WITH 2016 BUDGET AND ACTUAL RESULTS

($°000)
2016

Budget

Iltem Budget Actual 2017
A. Program Expenses 5,285 4,100 5,285
Research 3,164 2,261 3,164
Capacity building and training 2,121 1,839 2,121
B. Internal Administrative Expenses 10,411 8,704 11,009
Advisory council 100 73 100
Staff costs 5,766 4,862 5,726
Business trawel 350 377 400
Representation 3 2 3
Office occupancy 2,900 2,756 3,379
Depreciation 87 33 70
Office equipment 500 463 570
Contractual senices 45 39 50
Library 62 23 62
Communications 60 46 60
Office supplies 19 15 19
Fire insurance 4 4 5
Bank charge 15 11 15
General contingency 500 0 550
Total Expenses 15,696 12,804 16,294

Note: Numbers may not sum precisely because of rounding.
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ASIAN DEVELOPMENT BANK INSTITUTE:
2017 BUDGET
DISTRIBUTION OF EXPENSES BY PROGRAM
($°000)
Capacity Administration, Total
Building and Management and
Iltem Research Training Coordination Amount %
A. Program Expenses 3,164 2,121 0 5,285 32
B. Program-Related Internal
Administrative Expenses 1,832 2,051 2,346 6,229 38
Staff cost 1,697 1,907 2,122 5,726 35
Business travel, representation, and
advisory council 135 144 224 503 3
C. Subtotal (A+B) 4,996 4,172 2,346 11,514 71
D. Administrative Expenses 4,230 26
E. Total Administrative Expenses Before
General Contingency (B+D) 10.459 64
F. General Contingency 550 3
G. Total Administrative Expenses After
General Contingency (E+F) 11,009 68
H. Total Expenses (A+G) 16,294 100

Note: Numbers may not sum precisely because of rounding.
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STATUS OF THE FINANCIAL RESOURCES OF THE ASIAN DEVELOPMENT BANK

REPORT OF THE BOARD OF DIRECTORS

1. On 29 April 2009, the Board of Governors adopted the fifth general capital increase
(GCI V) of the Asian Development Bank (ADB).! GCI V was concluded in January 2012 and
generated subscriptions from 66 of 67 ADB members with total subscribed shares representing
99.7% of authorized shares. As of 31 December 2016, GCI V subscribed shares were valued at
$95.0 billion, bringing ADB’s total subscribed capital to $142.7 billion. The total value of paid-in
shares from GCl V was estimated at $3.4 billion.> As of 31 December 2016, 100% of
contributions were received. Of this amount, 61.1% was paid in cash, 25.2% in promissory
notes with fixed encashment schedules, and 13.7% in on-demand promissory notes. Table 1
shows the capital position of ADB as of 31 December 2016.

Table 1: Capital Position of the Asian Development Bank as of 31 December 2016

($ million)
Capital Paid-In Total Paid-In Capital
Subscription Capital® Reserves® and Reserves
(A) ®B) © G=B+0C)
%42,699 4,925 12,289 17,214

The figure excludes all promissory notes (on-demand and with fixed
encashment schedule) and includes the net notional amounts required to
maintain value of currency holdings.

The sum of the balances in ordinary reserve, special reserve, loan loss
reserve, surplus, cumulative revaluation adjustments account, net income
after appropriation, and accumulated other comprehensive loss.

Source: ADB. 2017. Management’s Discussion and Analysis and Annual
Financial Statements, 31 December 2016. Manila.

2. ADB'’s total lending capacity is limited by three financial constraints: (i) the lending
limitation in the Agreement Establishing the Asian Development Bank (the Charter)® and lending
limitation policy” (i) the borrowing limitation policy,® and (iii) capital adequacy requirement.®

1
2
3

ADB. 2009. The Fifth General Capital Increase of the Asian Development Bank. Manila.

Based on the historical United States dollar—special drawing right exchange rate of $1.20635.

ADB. 1966. Agreement Establishing the Asian Development Bank. Manila. Article 12.1 of the Charter provides that
“[tlhe total amount outstanding of loans, equity investments and guarantees made by the Bank in its ordinary
operations shall not at any time exceed the total amount of its unimpaired subscribed capital, reserves and surplus
included in its ordinary capital resources, exclusive of the special reserve provided for by Article 17 of this
Agreement and other reserves not available for ordinary operations.”

ADB. 2008. Review of the Asian Development Bank’s Lending Limitation. Manila and ADB. 2015. Review of the
Asian Development Bank’s Equity Investment Limitation. Manila. ADB’s lending limitation policy limits its total
amount of disbursed loans, disbursed equity investments and related prudential buffer, and the maximum amount
that can be demanded from ADB under its guarantee portfolio to no more than the sum of ADB’s unimpaired
subscribed capital and reserves (including surplus but excluding special reserve).

The Annual Meeting of the ADB’s Board of Governors is a sustainable event.
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3. Lending and borrowing headroom are important indicators of ADB’s future lending and
borrowing capacity. Table 2 shows the lending and borrowing headroom as of 31 December
2016, based on ADB’s total lending and borrowing authority. ADB is expected to have sufficient
lending and borrowing headroom over the medium term.

Table 2: Lending and Borrowing Headroom as of 31 December 2016

(%$ billion)

Actual

Headroom 2016
A. Lending Headroom (Al — A2) 86.2
1. Lending authority 154.9
2. Outstanding loans (including other debt securities), callable guarantees, 68.8

and equity investments and related prudential buffers

3. Utilization of lending authority (A2/A1) 44%
B. Borrowing Headroom (B1 — B2) 32.8
1. Borrowing authority 110.0
2. Outstanding borrowings 77.2
3. Utilization of borrowing authority (B2/B1) 70%

Notes:

1. Lending authority is the sum of the Asian Development Bank’s unimpaired subscribed capital
and reserves (including surplus but excluding special reserve).

2. Borrowing authority is the sum of callable of callable capital of nonborrowing members, paid-in
capital, and reserves (including surplus and special reserve).

Source: Asian Development Bank.

4, To assess ADB’s capital adequacy, a minimum ELR of 25.0% is considered until 2016
(prior to the merger) and a minimum ELR of 34.0% is considered from 2017 onwards (footnote
6). Table 3 lists the components of the ELR as of 31 December 2016.

Table 3: Equity-to-Loan Ratio Components as of 31 December 2016

Usable Equity Loans and Guarantees ELR
Item ($ million) ($ million) (%)
ELR Components 17,606 67,933 25.9
ELR = equity-to-loan ratio.
Notes:
1. Usable equity is the sum of usable paid-in capital, ordinary reserve, special reserve,
and surplus.

2. Loans and guarantees is the sum of net outstanding loans and present value of
guarantees (net of amounts guaranteed, insured, or reinsured by highly creditworthy
counterparties), less cumulative loan loss reserves and provisions.

3. Based on notes 1 and 2 above, the numbers related to equity, loans, and
guarantees may not reconcile with the numbers in Tables 1 and 2.

Source: Asian Development Bank.

® ADB. 2008. Review of the Asian Development Bank’s Lending Limitation. Manila. The policy limits gross

outstanding borrowings to the sum of the callable capital of honborrowing members, paid-in capital, and reserves
(|nclud|ng surplus and special reserve).

® ADB. 2008. The Asian Development Bank’s Long-Term Capital Adequacy Framework. Manila (updated based on
ADB. 2012. Risk Management Report: Second Quarter 2012. Manila) and ADB. 2017. Review of the Asian
Development Bank’s Capital Adequacy Framework. Manila.



5. In April 2015, ADB’s Board of Governors approved the proposal to combine Asian
Development Fund lending operations with the ordinary capital resources balance sheet.” This
combination is effective on 1 January 2017 and has substantially increased ADB’s equity base
to $48.4 billion, while increasing the ELR from 25.9% at the end of 2016 to 51.0% on 1 January
2017 (Table 4).2 The expanded resources will allow ADB to increase support to poor DMCs,
enhance its risk-bearing capacity and support for private sector operations, and strengthen its
preparedness for any future economic crises or natural disasters. The ELR is projected to

remain above the minimum ELR requirement in the medium term.

Table 4: Combined Ordinary Capital Resources and Asian Development Fund

as of 1 January 2017

Item ADF OCR

Usable Equity ($ billion) 30.8 17.6
Loans and Guarantees ($ billion) 27.0 67.9
Equity-to-Loan Ratio (%) 114.0 25.9

ADF = Asian Development Fund, OCR = ordinary capital resources.

Notes:

1. OCR assumed the undisbursed ADF loan balance of SDR6.3 billion ($8.4 billion
equivalent). Equity represents usable equity as considered for the equity-to-loan

ratio.

2. Usable equity is the sum of usable paid-in capital, ordinary reserve, special

reserve, and surplus.

3. Loans and guarantees is the sum of net outstanding loans and present value of
guarantees (net of amounts guaranteed, insured, or reinsured by highly
creditworthy counterparties), less cumulative loan loss reserves and provisions.

4. The numbers related to equity, loans, and guarantees may not reconcile with

the numbers in Tables 1 and 2.
Source: Asian Development Bank.

6. The Board of Directors will continue to carefully monitor ADB’s financial resources to
ensure that ADB remains a relevant and responsive institution in the region, and that its

resources are managed in the most effective and efficient manner.

8

and Board of Governors’ Resolution No. 387.

" ADB. 2015. Enhancing ADB'’s Financial Capacity for Reducing Poverty in Asia and the Pacific. Manila.
ADB. 2017. Transfer of Asian Development Bank Loans and Other Assets to Ordinary Capital Resources. Manila
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Document No. BG50-8
21 April 2017
PLACE AND DATE OF FIFTY-SECOND ANNUAL MEETING (2019)
REPORT OF THE BOARD OF DIRECTORS
The Board of Directors, noting with appreciation the kind invitation extended by the
Government of Fiji to host the Fifty-Second Annual Meeting of the Board of Governors in 2019,
recommends that the Fifty-Second Annual Meeting be held from 2 to 5 May 2019 in Nadi, with 4

and 5 May as official days.

A draft Resolution implementing the above recommendation follows.

(DRAFT) RESOLUTION NO.
PLACE AND DATE OF FIFTY-SECOND ANNUAL MEETING
THE BOARD OF GOVERNORS RESOLVES THAT:

The Fifty-Second Annual Meeting of the Board of Governors (2019) be held from 4 to 5
May 2019 in Nadi, Fiji.

The Annual Meeting of the ADB’s Board of Governors is a sustainable event.
150 20121:2012 CERT NQ.: EvMS-2015-0001
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REVIEW OF RULES AND REGULATIONS

REPORT OF THE BOARD OF DIRECTORS

ADOPTION OF THE ORDINARY OPERATIONS (CONCESSIONAL) LOAN REGULATIONS

AMENDMENTS TO THE (I) ORDINARY OPERATIONS LOAN REGULATIONS, (ll) SPECIAL
OPERATIONS GRANT REGULATIONS, AND (lll) EXTERNALLY FINANCED GRANT
REGULATIONS

1. The Board of Governors of the ADB approved on 29 April 2015 (i) the termination of the
loan operations of the Asian Development Fund (ADF); (ii) the continuation of the ADF as a
grants-only operation; and (iii) the transfer of ADF loans assets, assets originally set aside from
ADPB’s ordinary capital resources (OCR), and other ADF assets to OCR, effective 1 January
2017. To implement those changes, the Board of Directors approved on 29 November 2016 (i)
the adoption of the Ordinary Operations (Concessional) Loan Regulations for new concessional
OCR loans; and (ii) conforming and editorial amendments to (a) the Ordinary Operations Loan
Regulations; (b) the Special Operations Grant Regulations; and (c) the Externally Financed
Grant Regulations.

2. The Ordinary Operations (Concessional) Loan Regulations set forth the terms and
conditions applicable to new concessional OCR loans made by ADB from 1 January 2017. The
Ordinary Operations (Concessional) Loan Regulations maintain the same terms and conditions
for new concessional OCR loans as previously set forth in the Special Operations Loan
Regulations (dated 1 January 2006). They also incorporate the following three main changes: (i)
in addition to SDR, borrowers of new and other eligible concessional OCR loans will have the
option to select the currency of loan liability from any single currency under ADB’s London
interbank offered rate (LIBOR)-based lending facility that is also a currency under the SDR
basket, subject to confirmation of availability of such currency by ADB; (ii) a provision for the
refund of withdrawn amounts in connection with ineligible expenditures and misprocurement;
and (iii) a provision on the collaboration between ADB and its borrowers to ensure that projects
adhere to ADB policies on anticorruption, core labor standards, environmental and social
safeguards, gender, procurement and consulting services, and such other policy specified in the
loan agreement.

3. The amendments to the Ordinary Operations Loan Regulations incorporate (i) the new
provisions on refund of withdrawn amounts in connection with ineligible expenditures and on
collaboration between ADB and its borrowers to ensure that projects adhere to ADB policies ;
(i) previous changes in ADB financial policies relating to ADB’s LIBOR-based lending facility;
and (iii) previous changes introduced in the Special Operations Loan Regulations (dated 1
January 2006) that were not reflected in the Ordinary Operations Loan Regulations.



4. The amendments to the Special Operations Grant Regulations incorporate (i) the new
provisions on refund in connection with ineligible expenditures and on collaboration between
ADB and its borrowers to ensure that projects adhere to ADB policies; and (ii) previous changes
introduced in the Special Operations Loan Regulations (dated 1 January 2006) that were not
reflected in the Special Operations Grant Regulations (dated 1 January 2005).

5. The amendments to the Externally Financed Grant Regulations incorporate the new
provisions on refund in connection with ineligible expenditures and on collaboration between
ADB and its borrowers to ensure that projects adhere to ADB policies.

6. The Ordinary Operations (Concessional) Loan Regulations, Ordinary Operations Loan
Regulations, Special Operations Grant Regulations, and Externally Financed Grant Regulations
are respectively attached hereto as Appendix 1, Appendix 2, Appendix 3 and Appendix 4.
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ORDINARY OPERATIONS (CONCESSIONAL) LOAN REGULATIONS

DATED 1 JANUARY 2017

ARTICLE I

Purpose; Application to Loan Agreements
and Guarantee Agreements

Section 1.01. Purpose. The purpose of these Regulations is to set forth certain
terms and conditions generally applicable to concessional loans made by ADB from its ordinary
capital resources.

Section 1.02. Application of Regulations.  Any loan agreement with ADB and
any guarantee agreement with ADB relating to a concessional loan made by ADB from its
ordinary capital resources may provide that the parties thereto accept the provisions of these
Regulations. To the extent so provided in any such agreement, these Regulations shall apply
and shall govern the rights and obligations of the parties thereto with the same force and effect
as if they were fully set forth therein. No revocation or amendment of these Regulations shall be
effective in respect of any such agreement unless the parties shall so agree in writing.

Section 1.03. Inconsistency with Loan Agreements and Guarantee
Agreements. If any provision of a loan agreement or guarantee agreement is inconsistent
with a provision of these Regulations, the provision of the loan agreement or guarantee
agreement, as the case may be, shall govern.

ARTICLE I
Definitions; Interpretation
Section 2.01. Definitions. Except where the context otherwise requires, the

following terms have the following meanings wherever used in these Regulations or in a loan
agreement or guarantee agreement to which these Regulations have been made applicable:

(a) “ADB” means Asian Development Bank;
(b) “assets” includes property, revenues and claims of any kind;
(c) “‘Borrower” means the party to the Loan Agreement to which ADB has agreed to

make the Loan;

(d) ‘concessional loan” means any Loan with concessional lending terms made by
ADB from its ordinary capital resources and that is subject to these Regulations;

(e) “convertible currency” means any currency so designated by ADB at any time;



“currency” of a country or a territory means such currency as at the time referred
to is legal tender for the payment of public and private debts in that country or
territory;

“Dollar” or the sign “$” each means the lawful currency of the United States of
America;

“Effective Date” means the date on which the Loan Agreement and the
Guarantee Agreement, if any, shall have come into force and effect pursuant to
Section 9.03;

“foreign currency” means any currency other than the currency of the member in
whose territory the Project is to be carried out;

‘guarantee” includes, as the case requires, any counter-guarantee, indemnity or
any other arrangement which has the effect of a guarantee, counter-guarantee or
indemnity, given by a member in favor, or for the benefit of ADB;

“‘Guarantee Agreement” means the particular guarantee agreement, if any, which
provides for the guarantee of the Loan and to which these Regulations shall have
been made applicable, as such agreement may be amended from time to time;
and such guarantee agreement includes these Regulations as thus made
applicable and all schedules to the Guarantee Agreement;

“Guarantor” means a party to the Guarantee Agreement which guarantees to
ADB the repayment of the Loan and payment of all outstanding amounts under
the Loan Agreement;

“interest charge” means a charge made on the Loan pursuant to Section 3.02;
“lien” includes mortgages, pledges, charges, privileges and priorities of any kind;
“Loan” means the loan provided for in the Loan Agreement;

“Loan Account” means the account opened or to be opened by ADB on its books
in the name of the Borrower to which the amount of the Loan has been or will be
credited;

‘Loan Agreement” means the particular loan agreement to which these
Regulations shall have been made applicable, as such agreement may be
amended from time to time; and such loan agreement includes these Regulations
as thus made applicable and all schedules to the Loan Agreement;

“Loan Closing Date” means the date specified by ADB that is not later than the
first Principal Payment Date shown in the amortization schedule to the Loan
Agreement, or such other date as may be agreed between ADB and the
Borrower for such purpose;

“member’ means a member of ADB;



(t) “ordinary capital resources” has the same meaning as the expression “ordinary
capital resources” of ADB as defined in Article 7 of the Agreement Establishing
the Asian Development Bank;

(u) “Principal Payment Date” means each date specified in the Loan Agreement on
which all or any portion of the principal amount of the Loan is payable;

(V) “Project” means the project or program for which ADB has agreed to make the
Loan, as described in the Loan Agreement and as such description may be
amended from time to time by agreement between ADB and the Borrower;

(w) “Project Agreement” means the project agreement, if any, between ADB and the
Project Executing Agency, being the Project Agreement referred to in the Loan
Agreement, as such agreement may be amended from time to time; and such
project agreement includes all schedules to the Project Agreement;

(x) “Project Executing Agency” means any entity responsible for the carrying out of
the Project as specified in the Loan Agreement;

(y) “SDR” means a Special Drawing Right as valued by the International Monetary
Fund in accordance with its Articles of Agreement; and

(2) “taxes” includes imposts, levies, fees and duties of any nature, whether in effect
at the date of the Loan Agreement or Guarantee Agreement, if any, or thereafter
imposed.

Section 2.02. Interpretation.  Except where the context otherwise requires, (a) a

reference to the incurring of debt includes the assumption and guarantee of debt; (b) references
in these Regulations to Articles or Sections are to Articles or Sections of these Regulations; (c)
the headings of the Articles and Sections and the Table of Contents are inserted for
convenience of reference only and are not a part of these Regulations; (d) singular may include
plural and vice versa; and (e) a reference to any gender includes any other gender.

ARTICLE lll

Loan Account; Interest Charge; Repayment; Place of Payment

Section 3.01. Loan Account.  The principal amount of the Loan, as denominated
in accordance with Section 4.01, shall be credited to the Loan Account and may be withdrawn
therefrom in accordance with the provisions of the Loan Agreement and these Regulations.

Section 3.02. Interest Charge. An interest charge at the rate specified in the
Loan Agreement shall be payable on the principal amount of the Loan withdrawn from the Loan
Account and outstanding from time to time. The interest charge shall accrue from the respective
dates on which amounts shall be withdrawn from the Loan Account. ADB shall be entitled to
withdraw from the Loan Account and pay to itself, on behalf of the Borrower, the amounts
required to meet interest charge payments, when and if due.



Section 3.03. Computation of Interest Charge. The interest charge shall be
computed on the basis of a 360-day year of twelve 30-day months.

Section 3.04. Repayment and Prepayment. (a) The Borrower shall pay the
principal amount of the Loan withdrawn from the Loan Account in accordance with the
amortization schedule to the Loan Agreement.

(b) After giving not less than 45 days’ written notice to ADB, the Borrower shall have
the right to repay in advance of maturity, as of a date acceptable to ADB (provided, that the
Borrower shall have paid all amounts due under the Loan Agreement as of such date): (i) all of
the principal amount of the Loan then outstanding; or (ii) all of the principal amount of any one
or more maturities of the Loan.

(c) If ADB shall at any time receive from the Borrower any amount which is (i) less
than the full amount then due and payable to ADB in accordance with paragraph (a) of this
Section; or (ii) less than the full amount repayable to ADB in accordance with paragraph (b) of
this Section, ADB shall have the right to allocate and apply the amount so received in any
manner and for such purposes under the Loan Agreement as ADB shall in its sole discretion
determine.

Section 3.05. GNI Operational Cutoff. (a) If ADB shall determine, after due
consideration by its Board of Directors, that: (i) the Borrower’s gross national income per capita
(per capita GNI) has exceeded ADB’s per capita GNI operational cutoff in respect of
concessional loans from ADB’s ordinary capital resources for five consecutive years; and (ii) the
Borrower has achieved the capacity for regular loans from ADB'’s ordinary capital resources,
ADB may, by notice to the Borrower, modify the terms of repayment of the Loan by increasing
by 100% the amount of each maturity due thereafter until the principal amount of the Loan shall
have been fully repaid. However, at the request of the Borrower, ADB may, in lieu of so
increasing any such maturity amounts, charge interest, at an annual rate to be agreed between
the Borrower and ADB, on the principal amount of the Loan withdrawn and outstanding from
time to time in such a manner and to such extent as to yield the same grant element as would
be obtained under the above-stated increase of maturity amounts.

(b) If, at any time after a modification of the lending terms pursuant to the
provisions of paragraph (a) of this Section, ADB shall, after due consideration by its Board of
Directors, determine that the Borrower's economic condition has deteriorated significantly,
ADB may, at the request of the Borrower, restore the original lending terms with respect to
the remaining amount of the Loan withdrawn and outstanding.

Section 3.06. Place of Payment.  The principal of, and interest charge on, the
Loan shall be paid at such places as ADB shall reasonably request.

ARTICLE IV

Currency Provisions

Section 4.01. Denomination of the Loan. The Loan shall be denominated in
SDR or a particular currency specified in the Loan Agreement.



Section 4.02. Currency of Withdrawal. (a) Where the Loan is denominated
in SDR, withdrawals from the Loan Account shall be made in one or more of the currencies
which constitute the SDR, as ADB may from time to time select. The amount of each withdrawal
from the Loan Account shall be calculated as the SDR equivalent (determined as of the date of
withdrawal) of the currency or currencies withdrawn from the Loan Account.

(b) Where the Loan is denominated in a particular currency specified in the Loan
Agreement, withdrawals from the Loan Account shall be made in such currency.

Section 4.03. Currency of Payment of Principal. (a) Where the Loan is
denominated in SDR, the principal of the Loan shall be expressed in SDR and shall be
repayable in one of the currencies which constitute the SDR as shall be specified in the Loan
Agreement. The Borrower may at any time request that the principal of the Loan be repayable in
any other of the currencies which constitute the SDR. Each such request shall be made in
writing in such form and by giving such notice as ADB shall from time to time determine. Upon
acceptance by ADB of such request, ADB shall notify the Borrower and the Guarantor of the
modified provision providing for the currency of repayment. The Borrower shall repay the
equivalent in SDR of the amount or the amounts withdrawn from the Loan Account determined
as of the date, or the respective dates, of repayment, in accordance with the Loan Agreement.
Such equivalent shall be calculated based on the value of the currency or currencies withdrawn
from the Loan Account expressed in SDR as of the respective date or dates of withdrawal.

(b) Where the Loan is denominated in a particular currency specified in the Loan
Agreement, the principal of the Loan shall be expressed and repayable in such currency. The
Borrower shall repay the amount withdrawn from the Loan Account in accordance with the Loan
Agreement.

Section 4.04. Currency of Payment of Interest Charge.  The interest charge on
any portion of the Loan shall be payable in the currency in which the principal of such portion of
the Loan is repayable.

Section 4.05. Purchase of Currencies. ADB shall, at the request of the Borrower
and on such terms and conditions as ADB shall determine, use its best efforts to purchase any
currency needed by the Borrower for payment of items of expenditure to be financed from the
Loan, repayment of principal, and payment of interest charge required under the Loan
Agreement upon payment by the Borrower of sufficient funds therefor in a currency or
currencies to be specified by ADB from time to time. In purchasing the currencies required, ADB
shall be acting as agent of the Borrower and the Borrower shall be deemed to have made any
payment required under the Loan Agreement only when and to the extent that ADB has
received such payment in the currency or currencies required.

Section 4.06. Valuation of Currencies. Whenever it shall be necessary for the
purposes of the Loan Agreement or the Guarantee Agreement to determine the value of one
currency in terms of another, the value of the SDR in terms of a currency, or the value of a
currency in terms of the SDR, such value shall be as reasonably determined by ADB.

Section 4.07. Manner of Payment. (a) Any payment required under the
Loan Agreement or the Guarantee Agreement to be made to ADB in the currency of any country
shall be made in such manner, and in currency acquired in such manner, as shall be permitted
under the laws of such country for the purpose of making such payment and effecting the
deposit of such currency to the account of ADB with a depository of ADB in such country.



(b) Where either the Borrower or the Guarantor is a member, such member shall
ensure that the principal of, and the interest charge on, the Loan are paid without restrictions of
any kind imposed by, or in the territory of, such member. When neither the Borrower nor the
Guarantor is a member, the Borrower shall obtain from the member in whose territory the
Project is to be carried out and furnish to ADB, prior to the Effective Date, evidence, satisfactory
to ADB, that the principal of, and the interest charge on, the Loan will be paid without
restrictions of any kind imposed by, or in the territory of, such member.

ARTICLE V

Withdrawal of Loan Proceeds

Section 5.01. Withdrawal from the Loan Account. (a) Loan proceeds shall
be used only for the purposes of the Project. Subject to any conditions or restrictions specified
in the Loan Agreement, the Borrower shall be entitled to withdraw from the Loan Account such
amounts as shall have been paid or, if ADB shall so agree, such amounts as shall be required
to meet payments to be made, for the reasonable cost of goods, services and any other
expenditures required for the Project and to be financed under the Loan Agreement. If at any
time ADB determines that any amount of the Loan proceeds withdrawn from the Loan Account
has been used by the Borrower in a manner inconsistent with the provisions of the Loan
Agreement, the Borrower shall promptly refund such amount to ADB.

(b) Except as ADB and the Borrower shall otherwise agree, no withdrawals shall be
made on account of (i) expenditures incurred prior to the Effective Date; and (ii) expenditures in
the territory of any country which is not a member or for goods produced in, or services supplied
from, such territory. ADB may refuse to finance a contract where goods and services have not
been procured in accordance with 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. If at any time ADB determines that any amount of the Loan proceeds
withdrawn from the Loan Account has been used by the Borrower to finance such contracts, the
Borrower shall promptly refund such amount to ADB.

Section 5.02. Commitment Letters by ADB. Upon the Borrower's request, ADB
may issue commitment letters to pay amounts in respect of the cost of goods and services to be
financed under the Loan notwithstanding any subsequent suspension or cancellation.

Section 5.03. Application for Withdrawal. @ When the Borrower shall desire to
withdraw any amount from the Loan Account or to request ADB to issue commitment letters
pursuant to Section 5.02, the Borrower shall promptly deliver to ADB an application in such form
and containing such statements, representations, warranties and agreements, as ADB shall
reasonably request. Except as ADB and the Borrower shall otherwise agree, applications for
withdrawal, with the necessary documentation as hereinafter in this Article provided, shall be
made promptly in relation to expenditures for the Project.

Section 5.04. Evidence of Authority to Sign Applications. The Borrower shall
furnish to ADB sufficient evidence of the authority of the person or persons authorized to sign
applications for withdrawal and the authenticated specimen signature of each such person.



Section 5.05. Supporting Evidence. The Borrower shall furnish to ADB such
documents and other evidence in support of the application for withdrawal as ADB shall
reasonably request, whether before or after ADB shall have permitted any withdrawal requested
in the application.

Section 5.06. Sufficiency of Applications and Documents. Each application for
withdrawal and the accompanying documents and all other evidence must be sufficient in form
and substance to satisfy ADB that the Borrower is entitled to withdraw from the Loan Account
the amount applied for and that the amount to be withdrawn from the Loan Account is to be
used only for the purposes specified in the Loan Agreement.

Section 5.07. Payment by ADB. Payment by ADB of amounts which the
Borrower is entitled to withdraw from the Loan Account shall be made to or on the order of the
Borrower.

ARTICLE VI

Particular Covenants

Section 6.01. Cooperation and Information.  (a) ADB, the Borrower and the
Guarantor shall cooperate fully to ensure that the purposes of the Loan will be accomplished. To
that end, ADB, the Borrower and the Guarantor shall:

(i) from time to time, at the request of any one of them, exchange views with
regard to any matters relating to the progress of the Project, the purposes
of the Loan or the maintenance of the service thereof, the performance of
their respective obligations under the Loan Agreement and the Guarantee
Agreement, the performance by the Project Executing Agency of its
obligations under the Project Agreement, and furnish to the other party all
such related information as it shall reasonably request; and

(i) promptly inform each other of any condition which interferes with, or
threatens to interfere with, the matters referred to in paragraph (a)(i) of
this Section. In respect of a Loan to a Borrower which is not a member,
the Borrower shall promptly inform ADB in advance of any proposed
changes in the ownership or control of the Borrower or its assets, or any
transaction or arrangement which will have or is likely to have such effect.

(b) Where either the Borrower or the Guarantor is a member, such member shall
afford all reasonable opportunity for ADB's representatives to visit any part of its territory for
purposes related to the Loan.

Section 6.02. Negative Pledge. (a) If the Borrower shall create or permit the
creation of any lien on any of its assets as security for any foreign currency debt, the Borrower
undertakes to expressly provide that such lien will ipso facto equally and ratably secure the
payment of the principal of, and interest charge on, the Loan. If any statutory lien shall be
created on any assets of the Borrower (as hereinafter defined), as security for any foreign
currency debt, the Borrower shall grant to ADB an equivalent lien satisfactory to ADB.



(b) The provisions of paragraph (a) of this Section shall not apply to (i) any lien
created on property, at the time of purchase thereof, solely as security for payment of the
purchase price of such property; or (ii) any lien arising in the ordinary course of banking
transactions and securing a debt maturing not more than one year after its date.

(c) The term "assets of the Borrower" as used in paragraph (a) of this Section
includes assets of any political subdivision or any agency of the Borrower and assets of any
agency of any such political subdivision, and assets of any entity owned or controlled by, or
operating for the account or benefit of, the Borrower or any such political subdivision or agency,
including any other institution performing the functions of a central bank for the Borrower.

Section 6.03. Insurance. (a) The Borrower shall take out and maintain with
responsible insurers, or make other arrangements satisfactory to ADB for, insurance against
such risks and in such amounts as shall be consistent with sound practice. The Borrower shall
be deemed to have opted for self-insurance in the absence of any specific insurance for the
Project.

(b) Without limiting the generality of the foregoing, the Borrower undertakes to
insure, or cause to be insured, the goods to be imported for the Project and to be financed out
of the proceeds of the Loan against hazards incident to the acquisition, transportation and
delivery thereof to the place of use or installation, and for such insurance any indemnity shall be
payable in a currency freely usable to replace or repair such goods.

Section 6.04. Records, Financial Statements and Audits. The Borrower shall
maintain, or cause to be maintained, records and financial statements adequate to identify the
goods, services and other items of expenditure financed under the Project; to record the
progress of the Project (including the cost thereof); to reflect, in accordance with consistently
maintained sound financial reporting principles, the operations and financial condition of the
Project; and to have the financial statements audited. Related requirements shall be specified in
the Loan Agreement.

Section 6.05. Reports. (a) The Borrower and the Guarantor shall furnish, or
cause to be furnished, to ADB all such reports as ADB shall reasonably request concerning:
(i) the Loan, and the expenditure of the proceeds and maintenance of the service thereof; (ii) the
goods, services and other items of expenditure financed out of the proceeds of the Loan; (iii) the
Project and the Project Executing Agency; (iv) the administration, operations and financial
condition of the Borrower; and (v) any other matters relating to the purposes of the Loan.

(b) Without limiting the generality of the foregoing, the Borrower shall furnish to ADB
periodic reports on the execution of the Project, the accomplishment of the targets and actions
agreed between ADB and the Borrower, and the operation and management of the Project
facilities, if any. Such reports shall be submitted in such form and in such detail and within such
a period as ADB shall reasonably request, and shall indicate, among other things, progress
made and problems encountered during the period under review, steps taken or proposed to be
taken to remedy these problems, and proposed program of activities and expected progress
during the following period.

(c) Promptly after physical completion of the Project, but in any event not later than
three months thereafter or such later date as may be agreed for this purpose between the
Borrower and ADB, the Borrower shall prepare and furnish to ADB a report, in such form and in
such detail as ADB shall reasonably request, on the execution and initial operation of the



Project, including its cost, the performance by the Borrower of its obligations under the Loan
Agreement and the accomplishment of the purposes of the Loan.

Section 6.06. Counterpart Obligations and Land Acquisition. The Borrower
shall make available, promptly as and when needed, the funds, facilities, services, land, and
other resources as shall be necessary or required, in addition to the proceeds of the Loan, for
the carrying out of the Project and for the operation and maintenance of the Project facilities.
The Borrower shall furnish to ADB, promptly at its request, evidence satisfactory to ADB that
such funds, facilities, services, land, and other resources are available for purposes related to
the Project.

Section 6.07. Work Schedules, Plans and Design Standards. @ The Borrower
shall cause the Project to be carried out in accordance with plans, design standards,
specifications, work schedules and construction methods acceptable to the Borrower and ADB,
as applicable. When required by ADB, the Borrower shall furnish, or cause to be furnished, to
ADB, promptly after their preparation, such plans, design standards, specifications and work
schedules, and any material modifications subsequently made therein, in such detail as ADB
shall reasonably request.

Section 6.08. General Undertakings. (a) The Borrower shall cause the
Project to be carried out with due diligence and efficiency and in conformity with sound financial,
business and development practices. The Borrower shall in collaboration with ADB ensure that
the Project adheres to ADB policies on anticorruption, core labor standards, environmental and
social safeguards, gender, procurement and consulting services, disbursement and such other
policy specified in the Loan Agreement.

(b) The Borrower shall ensure that the activities of its departments and agencies with
respect to the carrying out of the Project and operation of the Project facilities are conducted
and coordinated in accordance with sound administrative policies and procedures.

Section 6.09. Contractors and Consultants. In the carrying out of the Project,
the Borrower shall cause competent and qualified consultants and contractors, acceptable to
the Borrower and ADB, to be employed to an extent and upon terms and conditions satisfactory
to the Borrower and ADB.

Section 6.10. Maintenance. The Borrower shall ensure that any facilities relevant
to the Project are operated, maintained and repaired in accordance with sound operational and

maintenance practices. The Borrower shall, promptly as needed, make or cause to be made all
necessary repairs and renewals thereof.

ARTICLE VII

Exemption from Taxation

Section 7.01. Exemption from Taxation. (a) Where either the Borrower or
the Guarantor is a member, such member shall ensure that:



(i) the principal of, and interest charge on, the Loan are exempt from, and
are paid without deduction for, any taxes levied by, or in the territory of,
such member; and

(ii) the Loan Agreement, the Guarantee Agreement, and the Project
Agreement, are exempt from any taxes levied by, or in the territory of,
such member on or in connection with the execution, delivery or
registration thereof.

(b) Where neither the Borrower nor the Guarantor is a member, the Borrower shall
obtain from the member in whose territory the Project is to be carried out and furnish to ADB,
prior to the Effective Date, evidence satisfactory to ADB, that:

(i) the principal of, and interest charge on, the Loan will be exempt from, and
be paid without deduction for, any taxes levied by, or in the territory of,
such member; and

(i) the Loan Agreement, the Guarantee Agreement, and the Project
Agreement will be exempt from any taxes levied by, or in the territory of,
such member on or in connection with the execution, delivery or
registration thereof.

ARTICLE VIiI

Suspension; Cancellation; Acceleration of Maturity

Section 8.01. Suspension by ADB. If any of the following events shall have
occurred at any time after the date of the Loan Agreement and be continuing, ADB may, by
notice to the Borrower and the Guarantor, suspend in whole or in part the right of the Borrower
to make withdrawals from the Loan Account:

(a) The Borrower shall have failed to make payment (notwithstanding the fact that
such payment may have been made by the Guarantor or a third party) of
principal, interest charge or any other charge required (i) under the Loan
Agreement; (ii) under any other loan agreement or guarantee agreement with
ADB; or (iii) in consequence of any guarantee or other financial obligation of any
kind extended by ADB to any third party with the agreement of the Borrower.

(b) The Guarantor shall have failed to make payment of principal, interest charge or
any other charge required (i) under the Guarantee Agreement; (ii) under any
other loan agreement or guarantee agreement with ADB; or (iii) in consequence
of any guarantee or other financial obligation of any kind extended by ADB to any
third party with the agreement of the Guarantor.

(c) The Borrower or the Guarantor shall have failed to perform any other of its
obligations under the Loan Agreement or the Guarantee Agreement.
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The Project Executing Agency shall have failed to perform any of its obligations
under the Project Agreement.

ADB shall have suspended in whole or in part the right of the Borrower or the
Guarantor to make withdrawals under any other loan agreement with ADB
because of a failure by the Borrower or the Guarantor to perform any of its
obligations under such loan agreement or any related guarantee agreement with
ADB.

A situation shall have arisen or developed which in the reasonable opinion of
ADB will or may make it improbable that (i) the Project can be successfully
carried out; or (ii) the Borrower, the Guarantor, or the Project Executing Agency
will be able to perform any of its obligations under the Loan Agreement, the
Guarantee Agreement or the Project Agreement.

The member in whose territory the Project is to be carried out shall have been
suspended from membership in, or ceased to be a member of, ADB, or shall
have delivered a notice to withdraw from ADB.

A representation made by the Borrower or the Guarantor in or pursuant to the
Loan Agreement or the Guarantee Agreement, or any statement furnished in
connection therewith and intended to be relied upon by ADB in making the Loan,
shall have been incorrect in any material respect, or, where the Borrower is not a
member, any material adverse change in the condition of the Borrower as so
represented by the Borrower shall have occurred in the reasonable opinion of
ADB.

Where the Borrower is not a member, the Borrower shall have been unable to
pay its debts as they mature or any action or proceeding shall have been taken
by the Borrower or by others whereby any of the assets of the Borrower shall or
may be distributed among its creditors.

Where the Borrower is not a member, the member in whose territory the Project
is to be carried out or any other authority having jurisdiction shall have taken any
action for the dissolution or disestablishment of the Borrower, the alienation or
transfer of any of its assets other than in the normal course of business, or for the
suspension of its operations.

Any authority having jurisdiction shall have taken any action for the dissolution or
disestablishment of the Project Executing Agency, the alienation or transfer of
any of its assets other than in the normal course of business, or for the
suspension of its operations.

ADB shall have determined, with respect to any contract to be financed in full or
in part out of the proceeds of the Loan, that corrupt, fraudulent, coercive or
collusive practices, as determined by ADB, were engaged in by representatives
of the Borrower, the Guarantor, or any beneficiary of the Loan during the
procurement of goods and services, consultants’ selection or the execution of a
contract, without the Borrower or Guarantor having taken timely and appropriate
action satisfactory to ADB to remedy the situation; or ADB shall have determined
that the procurement of any goods or services to be financed out of the proceeds
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of the Loan is inconsistent with the relevant procedure set out in the Loan
Agreement.

(m)  Any other event specified in the Loan Agreement for the purposes of this Section
shall have occurred.

The right of the Borrower to make withdrawals from the Loan Account shall continue to be
suspended in whole or in part, as the case may be, until the event which gave rise to such
suspension shall have, in the reasonable opinion of ADB, ceased to exist or until ADB shall
have notified the Borrower that the right to make withdrawals has been restored in whole or in
part, whichever is the earlier.

Section 8.02. Cancellation by ADB. If (a) the right of the Borrower to make
withdrawals from the Loan Account shall have been suspended with respect to any amount of
the Loan for a continuous period of 30 days; (b) at any time ADB determines, after consultation
with the Borrower, that any amount of the Loan will not be required for the purposes of the
Project; (c) by the date specified in the Loan Agreement as the Loan Closing Date, an amount
of the Loan shall remain unwithdrawn from the Loan Account; (d) at any time ADB determines,
with respect to any contract to be financed in full or in part out of the proceeds of the Loan, that
corrupt, fraudulent, coercive or collusive practices, as determined by ADB, were engaged in by
representatives of the Borrower, the Guarantor, or any beneficiary of the Loan during the
procurement of goods, works, services, consultants’ selection or the execution of a contract,
without the Borrower or Guarantor having taken timely and appropriate action satisfactory to
ADB to remedy the situation; or (e) at any time, ADB determines that the procurement of any
goods or services to be financed out of the proceeds of the Loan is inconsistent with the
relevant procedure set out in the Loan Agreement, ADB may, by notice to the Borrower and the
Guarantor, terminate the right of the Borrower to make withdrawals with respect to such
amount, contract or procurement. Upon the giving of such notice, the relevant amount of the
Loan shall be cancelled.

Section 8.03. Cancellation by the Borrower.  After consultation with ADB and
with the concurrence of the Guarantor, the Borrower may, by notice to ADB, cancel any amount
of the Loan which the Borrower shall not have withdrawn prior to the giving of such notice.

Section 8.04. Amounts Subject to Commitment Letters. No suspension or
cancellation shall apply to amounts subject to any commitment letter issued by ADB pursuant to
Section 5.02 except as expressly provided in such commitment letter.

Section 8.05. Application of Cancellation. Except as ADB and the Borrower
shall otherwise agree, any cancellation shall be applied pro rata to the remaining maturities of
the principal amount of the Loan which shall mature after the date of such cancellation.

Section 8.06. Effectiveness of Provisions After Suspension or Cancellation.
Notwithstanding any cancellation or suspension, all the provisions of the Loan Agreement, the
Guarantee Agreement and the Project Agreement shall continue in full force and effect except
as specifically provided in this Article.

Section 8.07. Acceleration of Maturity. If any of the following events shall have
occurred and continued for the period, if any, specified below, then at any subsequent time
during the continuance thereof ADB may, by notice to the Borrower and the Guarantor, declare
the principal of the Loan then outstanding, together with all accrued interest charge thereon, to

12



be due and payable immediately, and upon any such declaration such principal and interest
charge shall become due and payable immediately:

(a)

(b)

Any event specified in Section 8.01(a) and Section 8.01(b) shall have occurred
and continued for a period of 30 days.

Any event specified in Section 8.01(c) and Section 8.01(d) shall have occurred
and continued for a period of 60 days after notice thereof shall have been given
by ADB to the Borrower and the Guarantor.

Any event specified in Section 8.01(h), Section 8.01(i), Section 8.01(j) and
Section 8.01(k) shall have occurred.

Any other event specified in the Loan Agreement for the purposes of this Section

shall have occurred and continued for the period, if any, specified in the Loan
Agreement.

ARTICLE IX

Effectiveness; Termination

Section 9.01. Conditions Precedent to Effectiveness. The Loan Agreement
and the Guarantee Agreement shall not become effective until evidence satisfactory to ADB
shall have been furnished to ADB that:

(@)

the execution and delivery of the Loan Agreement on behalf of the Borrower
have been duly authorized or ratified by all necessary corporate and
governmental action;

where there is a Guarantee Agreement, the execution and delivery of the
Guarantee Agreement on behalf of the Guarantor have been duly authorized or
ratified by all necessary corporate and governmental action;

where there is a Project Agreement, the execution and delivery of the Project
Agreement on behalf of the Project Executing Agency shall have been duly
authorized or ratified by all necessary corporate and governmental action;

where the Borrower is not a member, the condition of the Borrower, as
represented to ADB at the date of the Loan Agreement, has undergone no
material adverse change between such date and the date agreed upon between
the Borrower and ADB for the purposes of this Section, provided that ADB shall
have requested such evidence;

where neither the Borrower nor the Guarantor is a member, the requirements in
Section 4.07(b) and Section 7.01(b) have been fulfilled; and

all other events specified in the Loan Agreement as additional conditions to its
effectiveness have occurred.
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Section 9.02. Legal Opinions.  As part of the evidence to be furnished pursuant
to Section 9.01, the Borrower shall furnish, or cause to be furnished, to ADB an opinion or
opinions satisfactory to ADB of counsel acceptable to ADB showing:

(a) on behalf of the Borrower, that the Loan Agreement has been duly authorized or
ratified by, and executed and delivered on behalf of, the Borrower and is legally
binding upon the Borrower in accordance with its terms;

(b) on behalf of the Guarantor where there is a Guarantee Agreement, that the
Guarantee Agreement has been duly authorized or ratified by, and executed and
delivered on behalf of, the Guarantor and is legally binding upon the Guarantor in
accordance with its terms;

(c) on behalf of the Project Executing Agency where there is a Project Agreement,
that the Project Agreement has been duly authorized or ratified by, and executed
and delivered on behalf of, the Project Executing Agency and is legally binding
upon the Project Executing Agency in accordance with its terms; and

(d) such other matters as shall be specified in the Loan Agreement.

Section 9.03. Effective Date. (a) Except as ADB and the Borrower shall
otherwise agree, the Loan Agreement and the Guarantee Agreement shall come into force and
effect on the date of ADB’s notice to the Borrower and the Guarantor of its acceptance of the
evidence required by Section 9.01.

(b) If, before the Effective Date, any event shall have occurred which would have
entitled ADB to suspend the right of the Borrower to make withdrawals from the Loan Account if
the Loan Agreement had been effective, ADB may postpone the dispatch of the notice referred
to in paragraph (a) of this Section until such event shall have ceased to exist.

Section 9.04. Termination for Failure to Become Effective. If the Loan
Agreement shall not have come into force and effect by the date specified in the Loan
Agreement for the purposes of this Section, the Loan Agreement and the Guarantee
Agreement, and all obligations of the parties thereunder shall terminate, unless ADB, after
consideration of the reasons for the delay, shall establish a later date for the purposes of this
Section. ADB shall promptly notify the Borrower and the Guarantor of such later date.

Section 9.05. Termination on Full Payment. If and when the entire principal
amount of the Loan withdrawn from the Loan Account and all interest charges which shall have
accrued on the Loan shall have been paid, the Loan Agreement and the Guarantee Agreement
and all obligations of the parties thereunder shall forthwith terminate.
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ARTICLE X

Enforceability; Failure to Exercise Rights; Arbitration

Section 10.01.  Enforceability. (a) The rights and obligations of ADB and the
Borrower under the Loan Agreement, and of ADB and the Guarantor under the Guarantee
Agreement, shall be valid and enforceable in accordance with their terms and, where either the
Borrower or the Guarantor is a member, notwithstanding the law of any state or political or
administrative subdivision thereof to the contrary.

(b) Neither ADB nor the Borrower nor the Guarantor shall be entitled in any
proceeding under this Article to assert any claim that any provision of the Loan Agreement or
the Guarantee Agreement is invalid or unenforceable because of any provision of the Articles of
Agreement Establishing the Asian Development Bank or for any other reason.

Section 10.02.  Obligations of the Guarantor.  The obligations of the Guarantor
under the Guarantee Agreement shall not be discharged except by performance and then only
to the extent of such performance. Such obligations shall not be subject to any prior notice to or
demand upon or action against the Borrower or to any prior notice to or demand upon the
Guarantor with regard to any default by the Borrower, and shall not be impaired by any of the
following: any extension of time, forbearance or concession given to the Borrower; any assertion
of, or failure to assert, or delay in asserting, any right, power or remedy against the Borrower or
in respect of any security for the Loan; any modification of the provisions of the Loan Agreement
contemplated by the terms thereof; or any failure of the Borrower to comply with any
requirement of any law, regulation or order of the member in whose territory the Project is to be
carried out or of any political or administrative subdivision or agency of such member.

Section 10.03.  Failure to Exercise Rights. No delay in exercising, or omission to
exercise, any right, power or remedy accruing to either party under the Loan Agreement or the
Guarantee Agreement upon any default shall impair any such right, power or remedy, or be
construed to be a waiver thereof or an acquiescence in any such default; nor shall the action of
such party in respect of any default, or any acquiescence in any default, affect or impair any
right, power or remedy of such party in respect of any other or subsequent default.

Section 10.04.  Arbitration. (a) Any controversy between the parties to the
Loan Agreement, or the parties to the Guarantee Agreement, and any claim by any such party
against any other such party arising under the Loan Agreement or the Guarantee Agreement
which shall not be settled by agreement of the parties shall be submitted to arbitration by an
Arbitral Tribunal as hereinafter provided.

(b) The parties to such arbitration shall be ADB, on the one side, and the Borrower
and the Guarantor, on the other side.

(c) The Arbitral Tribunal shall consist of three arbitrators appointed as follows: one
arbitrator shall be appointed by ADB; a second arbitrator shall be appointed by the Borrower
and the Guarantor or, if they shall not agree, by the Guarantor; and the third arbitrator
(hereinafter sometimes called the Umpire) shall be appointed by agreement of the parties or, if
they shall not agree, by the President of the International Court of Justice or, failing appointment
by him, by the Secretary-General of the United Nations. If either side shall fail to appoint an
arbitrator, the Umpire shall appoint such arbitrator. In case any arbitrator appointed in
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accordance with this Section shall resign, die or become unable to act, a successor arbitrator
shall be appointed in the same manner as herein prescribed for the appointment of the original
arbitrator and such successor shall have all the powers and duties of such original arbitrator.

(d) An arbitration proceeding may be instituted under this Section upon notice by the
party instituting such proceeding to the other party or parties. Such notice shall contain a
statement setting forth the nature of the controversy or claim to be submitted to arbitration, the
nature of the relief sought and the name of the arbitrator appointed by the party instituting such
proceeding. Within 30 days after the giving of such notice, the other party or parties shall notify
the party instituting the proceeding of the name of the arbitrator appointed by such other party or
parties.

(e) If within 60 days after the giving of the notice instituting the arbitration proceeding
the parties shall not have agreed upon an Umpire, any party may request the appointment of an
Umpire as provided in paragraph (c) of this Section.

(f) The Arbitral Tribunal shall convene at such time and place as shall be fixed by
the Umpire. Thereafter, the Arbitral Tribunal shall determine where and when it shall sit.

(9) The law to be applied by the Arbitral Tribunal shall be public international law, the
sources of which shall be taken for these purposes to include:

(i) any relevant treaty obligations that are binding reciprocally on the parties;

(i) the provisions of any international conventions and treaties (whether or
not binding directly as such on the parties) generally recognized as
having codified or ripened into binding rules of customary law applicable
to states and international institutions, as appropriate;

(iii) other forms of international custom, including the practice of states and
international institutions of such generality, consistency and duration as to
create legal obligations; and

(iv) applicable general principles of law.

(h) Subject to the provisions of this Section and except as the parties shall otherwise
agree, the Arbitral Tribunal shall decide all questions relating to its competence and shall
determine its procedure. All decisions of the Arbitral Tribunal shall be by majority vote.

(i) The Arbitral Tribunal shall afford to all parties a fair hearing and shall render its
award in writing. Such award may be rendered by default. An award signed by a majority of the
Arbitral Tribunal shall constitute the award of such Arbitral Tribunal. A signed counterpart of the
award shall be transmitted to each party. Any such award rendered in accordance with the
provisions of this Section shall be final and binding upon the parties to the Loan Agreement and
the Guarantee Agreement. Each party shall abide by and comply with any such award rendered
by the Arbitral Tribunal in accordance with the provisions of this Section.

() The parties shall fix the amount of the remuneration of the arbitrators and such
other persons as shall be required for the conduct of the arbitration proceedings. If the parties
shall not agree on such amount before the Arbitral Tribunal shall convene, the Arbitral Tribunal
shall fix such amount as shall be reasonable under the circumstances. Each party shall defray
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its own expenses in the arbitration proceedings. The costs of the Arbitral Tribunal shall be
divided between and borne equally by ADB on the one side, and the Borrower and the
Guarantor on the other side. The Arbitral Tribunal shall determine any question concerning the
division of the costs of the Arbitral Tribunal or the procedure for payment of such costs.

(k) The provisions for arbitration set forth in this Section shall be in lieu of any other
procedure for the settlement of controversies between the parties to the Loan Agreement and
the Guarantee Agreement, and any claim by either party against the other such party arising
thereunder.

) If within 30 days after the counterparts of the award have been delivered to the
parties the award shall not be complied with, any party may enter judgment upon, or institute a
proceeding to enforce, the award in any court of competent jurisdiction against any other party,
and may enforce such judgment by execution or may pursue any other appropriate remedy
against such other party for the enforcement of the award and the provisions of the Loan
Agreement or the Guarantee Agreement. Notwithstanding the foregoing, this Section shall not
authorize any entry of judgment or enforcement of the award against any party that is a member
except as such procedure may be available otherwise than by reason of the provisions of this
Section.

(m)  Service of any notice or process in connection with any proceeding under this
Section or (to the extent that such remedy shall be available) in connection with any proceeding
to enforce any award rendered pursuant to this Section may be made in the manner provided in
Section 11.01. The parties to the Loan Agreement and the Guarantee Agreement waive any
and all other requirements for the service of any such notice or process.

ARTICLE XI

Miscellaneous Provisions

Section 11.01. Notices and Requests. Any notice or request required or permitted
to be given or made under the Loan Agreement or the Guarantee Agreement, and any other
agreement between any of the parties contemplated by the Loan Agreement or the Guarantee
Agreement, shall be in writing. Except as otherwise provided in Section 9.03 such notice or
request shall be deemed to have been duly given or made when it shall be delivered by hand or
by mail, facsimile or electronic mail to the party to which it is required or permitted to be given or
made at such party's address specified in the Loan Agreement or the Guarantee Agreement or
at such other address as such party shall have designated by notice to the party giving such
notice or making such request.

Section 11.02.  Authority to Take Action.  Any action required or permitted to be
taken, and any documents required or permitted to be executed, under the Loan Agreement or
the Guarantee Agreement, on behalf of the Borrower or the Guarantor may be taken or
executed by the representative of the Borrower or the Guarantor designated in the Loan
Agreement or the Guarantee Agreement for the purposes of this Section or any person
thereunto authorized in writing by such representative. Any modification of the provisions of the
Loan Agreement or the Guarantee Agreement may be agreed to on behalf of the Borrower or
the Guarantor by written instrument executed on behalf of the Borrower or the Guarantor by the
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representative so designated or any person authorized in writing by such representative;
provided that, in the opinion of such representative or other person, such modification is
reasonable in the circumstances and will not substantially increase the obligations of the
Borrower under the Loan Agreement or of the Guarantor under the Guarantee Agreement. ADB
may accept the execution by such representative or other person of any such instrument as
conclusive evidence that in the opinion of such representative or other person any modification
of the provisions of the Loan Agreement or the Guarantee Agreement effected by such
instrument is reasonable in the circumstances and will not substantially increase the obligations
of the Borrower or of the Guarantor thereunder.

Section 11.03. Evidence of Authority. The Borrower and the Guarantor shall
furnish to ADB sulfficient evidence of the authority of the person or persons who will, on behalf of
the Borrower or the Guarantor, take any action or execute any documents required or permitted
to be taken or executed by the Borrower under the Loan Agreement or by the Guarantor under
the Guarantee Agreement, and the authenticated specimen signature of each such person.

Section 11.04.  Withholding of Payments to Members on Shares. (a) If the
member in whose territory the Project is to be carried out ceases to be a member of ADB, any
amount due to the member for its shares repurchased by ADB shall be withheld so long as the
member, its central bank or any of its agencies, or political or administrative subdivisions remain
liable to ADB under the Loan Agreement or the Guarantee Agreement, or under any other loan
agreement or guarantee agreement with ADB, and such amount may, at the option of ADB, be
applied on any such liability as it matures.

(b) In the event of a distribution of the assets of ADB, the member in whose territory
the Project is to be carried out shall not be entitled to receive its share in such distribution until it
has settled all of its obligations to ADB including its obligations under the Loan Agreement or
the Guarantee Agreement, or under any other loan agreement or guarantee agreement with
ADB.

Section 11.05. Execution in Counterparts. The Loan Agreement and the

Guarantee Agreement may be executed in several counterparts, each of which shall be an
original.
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ORDINARY OPERATIONS LOAN REGULATIONS

DATED 1 JANUARY 2017

ARTICLE I

Purpose; Application to Loan Agreements
and Guarantee Agreements

Section 1.01. Purpose. The purpose of these Regulations is to set forth certain
terms and conditions generally applicable to regular loans made by ADB from its ordinary
capital resources.

Section 1.02. Application of Regulations.  Any loan agreement with ADB and
any guarantee agreement with ADB relating to a regular loan made by ADB from its ordinary
capital resources may provide that the parties thereto accept the provisions of these
Regulations. To the extent so provided in any such agreement, these Regulations shall apply
and shall govern the rights and obligations of the parties thereto with the same force and effect
as if they were fully set forth therein. No revocation or amendment of these Regulations shall be
effective in respect of any such agreement unless the parties shall so agree in writing.

Section 1.03. Inconsistency with Loan Agreements and Guarantee
Agreements. If any provision of a loan agreement or guarantee agreement is inconsistent

with a provision of these Regulations, the provision of the loan agreement or guarantee
agreement, as the case may be, shall govern.

ARTICLE I
Definitions; Interpretation
Section 2.01. Definitions. Except where the context otherwise requires, the
following terms have the following meanings wherever used in these Regulations or in a loan
agreement or guarantee agreement to which these Regulations have been made applicable:

(a) “ADB” means Asian Development Bank;

(b) “Approved Currency” means, in respect of a Currency Conversion, any currency
approved by ADB;

(c) “assets” includes property, revenues and claims of any kind;

(d) “Banking Day” means, in respect of any Loan Currency other than Euro, a
London Banking Day, and in respect of Euro, a Target Settlement Day;



“Borrower” means the party to the Loan Agreement to which ADB has agreed to
make the Loan;

“Conversion” means any of the following modifications of the terms of all or any
portion of the Loan that has been requested by the Borrower and accepted by
ADB: (i) an Interest Rate Conversion; (ii) a Currency Conversion; or (iii) the
establishment of an Interest Rate Cap or Interest Rate Collar on the Floating
Rate; each as provided in the Loan Agreement;

“Conversion Date” means, in respect of a Conversion, the Interest Payment Date
(or, in the case of a Currency Conversion of an unwithdrawn amount of the Loan,
such other date as ADB shall determine) on which the Conversion enters into
effect, as further specified in the Conversion Guidelines;

“Conversion Guidelines” means, in respect of a Conversion, the "Guidelines for
Conversion of Loan Terms" or such other guidelines for Conversion as may be
issued from time to time by ADB and in effect at the time of said Conversion;

“Conversion Period” means, in respect of a Conversion, the period from and
including the Conversion Date to and including the last day of the Interest Period
in which said Conversion terminates by its terms; provided, that solely for the
purpose of enabling the final payment of interest and principal under a Currency
Conversion to be made in the Approved Currency for said Conversion, such
period shall end on the Interest Payment Date immediately following the last day
of said final applicable Interest Period;

“convertible currency” means any currency so designated by ADB at any time;

“Counterparty” means a party with which ADB enters into a derivatives
transaction in order to effect a Conversion;

“currency” of a country or a territory means such currency as at the time referred
to is legal tender for the payment of public and private debts in that country or
territory;

“Currency Conversion” means a change of the Loan Currency of all or any
portion of the principal amount of the Loan, withdrawn or unwithdrawn, to an
Approved Currency;

“Currency Hedge Transaction” means, in respect of a Currency Conversion, one
or more currency swap transactions entered into by ADB with a Counterparty as
of the Execution Date and in accordance with the Conversion Guidelines, in
connection with such Currency Conversion;

“Dollar” or the sign “$” each means the lawful currency of the United States of
America;

“Effective Date” means the date on which the Loan Agreement and the
Guarantee Agreement, if any, shall have come into force and effect pursuant to
Section 10.03;



“Euribor” means, in respect of any Interest Period, the Euro interbank offered rate
for six-month deposits in the Loan Currency, expressed as a percentage per
annum, that appears on the Relevant Telerate Page as of 11:00 a.m., Brussels
time, on the Reference Rate Reset Date for said Interest Period. If such rate
does not appear on the Relevant Telerate Page, ADB shall request the principal
office of each of four major banks selected by ADB in the relevant Financial
Center for deposits in Euro to provide a quotation of the rate at which it offers six-
month deposits in said Loan Currency to leading banks in the Euro interbank
market at approximately 11:00 a.m. Brussels time on the Reference Rate Reset
Date for said Interest Period. If at least two such quotations are provided, the rate
in respect of said Interest Period shall be the arithmetic mean (as determined by
ADB and rounded up, if necessary, to the nearest 1/16™ of one percent) of the
quotations. If less than two of the banks so selected are quoting such rates,
Euribor in respect of said Interest Period shall be equal to Euribor in effect for the
Interest Period immediately preceding said Interest Period;

“Euro” or the sign “€” each means the lawful currency of the member states of
the European Union that adopt the single currency in accordance with the Treaty
establishing the European Community, as amended by the Treaty on European
Union;

“Execution Date” means, in respect of a Conversion, the date on which ADB shall
have undertaken all actions necessary to effect said Conversion, as reasonably
determined by ADB;

“Financial Center’ means:

(i) in respect of a currency other than Euro, the principal financial center for
the relevant currency; and

(i) in respect of Euro, the principal financial center of any of the member
states of the European Union that adopt Euro;

“Fixed Rate” means:

(i) upon an Interest Rate Conversion from the Floating Rate, a fixed rate of
interest applicable to the amount of the Loan to which said Conversion
applies, equal to either: (A) the interest rate that reflects the fixed rate of
interest payable by ADB under the Interest Hedge Transaction relating to
said Conversion (adjusted in accordance with the Conversion Guidelines
for the difference, if any, between said Floating Rate and the variable rate
of interest receivable by ADB under said Interest Hedge Transaction); or
(B) if ADB so determines in accordance with the Conversion Guidelines,
the Screen Rate; and

(i) upon a Currency Conversion of an amount of the Loan that shall accrue
interest at a fixed rate during the Conversion Period, a fixed rate of
interest applicable to such amount equal to either: (A) the interest rate
that reflects the fixed rate of interest payable by ADB under the Currency
Hedge Transaction relating to said Currency Conversion; or (B) if ADB so



determines in accordance with the Conversion Guidelines, the interest
rate component of the Screen Rate;

“Fixed Spread” means ADB’s spread (expressed as a percentage per annum)
included within the Floating Rate as in effect at 12:01 a.m. Manila time on the
date of the Loan Agreement and communicated to the Borrower, which spread
shall remain fixed for the term of the Loan;

“Floating Rate” means a variable rate of interest applicable to the principal
amount of the Loan withdrawn and outstanding equal to the sum of (i) the
Reference Rate in respect of the initial Loan Currency; plus (ii) the Fixed Spread;
provided that:

(A) upon an Interest Rate Conversion from the Fixed Rate, the
variable rate of interest applicable to the amount of the Loan to
which said Conversion applies shall be equal to either: (1) the sum
of: (I) the Reference Rate in respect of the Loan Currency; plus (lI)
the spread to the Reference Rate, if any, payable by ADB under
the Interest Hedge Transaction relating to said Conversion
(adjusted in accordance with the Conversion Guidelines for the
difference, if any, between said Fixed Rate and the fixed rate of
interest receivable by ADB wunder said Interest Hedge
Transaction); or (2) if ADB so determines in accordance with the
Conversion Guidelines, the Screen Rate;

(B) upon a Currency Conversion to an Approved Currency of an
unwithdrawn amount of the Loan, and upon withdrawal of any of
such amount, the variable rate of interest applicable to such
amount shall be equal to the sum of: (1) the Reference Rate in
respect of said Approved Currency; plus (2) the Fixed Spread; and

(®) upon a Currency Conversion to an Approved Currency of a
withdrawn amount of the Loan that shall accrue interest at a
variable rate during the Conversion Period, the variable rate of
interest applicable to such amount shall be equal to either: (1) the
sum of (I) the Reference Rate in respect of said Approved
Currency; plus (Il) the spread to the Reference Rate , if any,
payable by ADB under the Currency Hedge Transaction relating to
said Currency Conversion; or (2) if ADB so determines in
accordance with the Conversion Guidelines, the interest rate
component of the Screen Rate;

“foreign currency” means any currency other than the currency of the member in
whose territory the Project is to be carried out;

“Funding Cost Margin” means, for any Semester, the average cost margin
relative to the relevant Reference Rate achieved by ADB from all borrowings that
have been allocated to fund loans in a Loan Currency (or Approved Currency).
The Funding Cost Margin for each Loan Currency (or Approved Currency) will be
announced by ADB after the end of each Semester;



(aa)

(ee)

‘guarantee” includes, as the case requires, any counter-guarantee, indemnity or
any other arrangement which has the effect of a guarantee, counter-guarantee or
indemnity, given by a member in favor, or for the benefit of ADB;

“Guarantee Agreement” means the particular guarantee agreement, if any, which
provides for the guarantee of the Loan and to which these Regulations shall have
been made applicable, as such agreement may be amended from time to time;
and such guarantee agreement includes these Regulations as thus made
applicable and all schedules to the Guarantee Agreement;

‘Guarantor” means a party to the Guarantee Agreement, if any, which
guarantees to ADB the repayment of the Loan and payment of all outstanding
amounts under the Loan Agreement;

“Interest Hedge Transaction” means, in respect of an Interest Rate Conversion,
one or more interest rate swap transactions entered into by ADB with a
Counterparty as of the Execution Date and in accordance with the Conversion
Guidelines, in connection with said Interest Rate Conversion;

‘Interest Payment Date” means each date specified in the Loan Agreement
occurring on or after the date of the Loan Agreement on which interest is
payable. Interest Payment Dates shall be on the first or fifteenth of any month,
and six months thereafter;

“Interest Period” means the initial period from and including the date of the Loan
Agreement to but excluding the first Interest Payment Date occurring thereafter,
and after such initial period, each period from and including an Interest Payment
Date to but excluding the next following Interest Payment Date;

“Interest Rate Cap” means, in respect of the Floating Rate, a ceiling that sets an
upper limit for said Floating Rate;

“Interest Rate Collar” means in respect of the Floating Rate, a combination of a
ceiling and a floor that sets an upper and a lower limit for said Floating Rate;

“Interest Rate Conversion” means a change of the interest rate basis applicable
to all or any portion of the principal amount of the Loan, from the Floating Rate to
the Fixed Rate or vice versa;

“‘LIBOR” means, in respect of any Interest Period, the London interbank offered
rate for six-month deposits in the Loan Currency, expressed as a percentage per
annum, that appears on the Relevant Telerate Page as of 11:00 a.m., London
time, on the Reference Rate Reset Date for said Interest Period. If such rate
does not appear on the Relevant Telerate Page, ADB shall request the principal
London office of each of four major banks to provide a quotation of the rate at
which it offers six-month deposits in said Loan Currency to leading banks in the
London interbank market at approximately 11:00 a.m., London time, on the
Reference Rate Reset Date for said Interest Period. If at least two such
quotations are provided, the rate in respect of said Interest Period shall be the
arithmetic mean (as determined by ADB and rounded up, if necessary, to the
nearest 1/16™ of one percent) of the quotations. If less than two quotations are



(00)

provided as requested, the rate in respect of said Interest Period shall be the
arithmetic mean (as determined by ADB and rounded up, if necessary, to the
nearest 1/16™ of one percent) of the rates quoted by four major banks selected
by ADB in the relevant Financial Center, at approximately 11:00 a.m. in said
Financial Center, on the Reference Rate Reset Date for said Interest Period for
loans in said Loan Currency to leading banks for a period of six months. If less
than two of the banks so selected are quoting such rates, LIBOR in respect of
said Interest Period shall be equal to LIBOR in effect for the Interest Period
immediately preceding said Interest Period;

“lien” includes mortgages, pledges, charges, privileges and priorities of any kind;
“Loan” means the loan provided for in the Loan Agreement;

“Loan Account” means the account opened or to be opened by ADB on its books
in the name of the Borrower to which the amount of the Loan has been or will be
credited;

‘Loan Agreement” means the particular loan agreement to which these
Regulations shall have been made applicable, as such agreement may be
amended from time to time; and such loan agreement includes these Regulations
as thus made applicable and all schedules to the Loan Agreement;

“Loan Closing Date” means the date specified by ADB that is not later than the
first Principal Payment Date shown in the amortization schedule to the Loan
Agreement, or such other date as may be agreed between ADB and the
Borrower for such purpose;

“Loan Currency” means the currency in which all or any portion of the principal
amount of the Loan is denominated from time to time, which term shall, in the
case of a Loan denominated in more than one currency, apply separately to each
of such currencies;

‘London Banking Day” means any day on which commercial banks are open for
general business (including dealings in foreign exchange and foreign currency
deposits) in London;

“‘member” means a member of ADB;

“ordinary capital resources” has the same meaning as the expression "ordinary
capital resources" of ADB as defined in Article 7 of the Agreement Establishing
the Asian Development Bank;

“Principal Payment Date” means each date specified in the Loan Agreement on
which all or any portion of the principal amount of the Loan is payable;

“Project” means the project or program for which ADB has agreed to make the
Loan, as described in the Loan Agreement and as such description may be
amended from time to time by agreement between ADB and the Borrower;



(uu)

“Project Agreement” means the project agreement, if any, between ADB and the
Project Executing Agency, being the Project Agreement referred to in the Loan
Agreement, as such agreement may be amended from time to time; and such
project agreement includes all schedules to the Project Agreement;

“Project Executing Agency” means any entity responsible for the carrying out of
the Project as specified in the Loan Agreement;

“‘Rebate” means, for any Loan Currency (or Approved Currency), the amount
payable by ADB to the Borrower calculated in accordance with Section 3.06;

“‘Reference Rate” means, in respect of any Loan Currency other than Euro,
LIBOR, and in respect of Euro, Euribor;

“Reference Rate Reset Date” means:

(i)

(ii)

in respect of any Loan Currency other than Euro, the day two London
Banking Days prior to the first day of the relevant Interest Period, or: (A)
in the case of the initial Interest Period, the day two London Banking Days
prior to the first or fifteenth day of the month in which the Loan Agreement
is signed, whichever day immediately precedes the date of the Loan
Agreement; provided, that if the date of the Loan Agreement falls on the
first or fifteenth day of such month, the Reference Rate Reset Date shall
be the day two London Banking Days prior to the date of the Loan
Agreement; and (B) if the Conversion Date of a Currency Conversion of
an unwithdrawn amount of the Loan to any Approved Currency other than
Euro falls on a day other than an Interest Payment Date, the initial
Reference Rate Reset Date in respect of said Approved Currency shall
be the date two London Banking Days prior to the first or fifteenth day of
the month in which said Conversion Date falls, whichever day
immediately precedes said Conversion Date; provided, that if said
Conversion Date falls on the first or fifteenth day of such month, the
Reference Rate Reset Date in respect of said Approved Currency shall
be the day two London Banking Days prior to said Conversion Date;

in respect of Euro, the day two Target Settlement Days prior to the first
day of the relevant Interest Period, or: (A) in the case of the initial Interest
Period, the day two Target Settlement Days prior to the first or fifteenth
day of the month in which the Loan Agreement is signed, whichever day
immediately precedes the date of the Loan Agreement; provided, that if
the date of the Loan Agreement falls on the first or fifteenth day of such
month, the Reference Rate Reset Date shall be the day two Target
Settlement Days prior to the date of the Loan Agreement; and (B) if the
Conversion Date of a Currency Conversion of an unwithdrawn amount of
the Loan to Euro falls on a day other than an Interest Payment Date, the
initial Reference Rate Reset Date in respect of said Approved Currency
shall be the day two Target Settlement Days prior to the first or fifteenth
day of the month in which said Conversion Date falls, whichever day
immediately precedes said Conversion Date; provided, that if said
Conversion Date falls on the first or fifteenth day of such month, the
Reference Rate Reset Date in respect of said Approved Currency shall
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(aaa)

(i)

be the day two Target Settlement Days prior to said Conversion Date);
and

notwithstanding the foregoing sub-paragraphs (i) and (ii), if in respect of a
Currency Conversion to an Approved Currency ADB shall determine that
market practice for the determination of the Reference Rate Reset Date
shall be on a date other than as set forth in said sub-paragraphs, the
Reference Rate Reset Date shall be such other date, as further specified
in the Conversion Guidelines;

“‘Relevant Telerate Page” means:

(i)

with respect to LIBOR, the display page designated on the Thomson
Reuters Telerate Service as the page for the purpose of displaying LIBOR
for deposits in the Loan Currency (or such other page as may replace
such page on such service, or such other service as may be selected by
ADB as the information vendor, for the purpose of displaying rates or
prices comparable to LIBOR); and

with respect to Euribor, the display page designated on the Thomson
Reuters Telerate Service as the page for the purpose of displaying
Euribor for deposits in the Loan Currency (or such other page as may
replace such page on such service, or such other service as may be
selected by ADB as the information vendor, for the purpose of displaying
rates or prices comparable to Euribor);

“Screen Rate” means:

(i)

(ii)

(i)

in respect of an Interest Rate Conversion from the Floating Rate to the
Fixed Rate, the fixed rate of interest determined by ADB on the Execution
Date on the basis of said Floating Rate and market rates displayed by
established information vendors reflecting the Conversion Period, the
currency amount and the repayment provisions of the amount of the Loan
to which said Conversion applies;

in respect of an Interest Rate Conversion from the Fixed Rate to the
Floating Rate, the variable rate of interest determined by ADB on the
Execution Date on the basis of said Fixed Rate and market rates
displayed by established information vendors reflecting the Conversion
Period, the currency amount and the repayment provisions of the amount
of the Loan to which said Conversion applies;

in respect of a Currency Conversion of an unwithdrawn amount of the
Loan, the exchange rate between the Loan Currency immediately prior to
said Conversion and the Approved Currency, determined by ADB on the
Execution Date on the basis of market exchange rates displayed by
established information vendors;

in respect of a Currency Conversion of a withdrawn amount of the Loan,
each of: (A) the exchange rate between the Loan Currency immediately
prior to said Conversion and the Approved Currency, determined by ADB
on the Execution Date on the basis of market exchange rates displayed



by established information vendors; and (B) the fixed rate of interest or
the variable rate of interest (whichever applies to said Conversion),
determined by ADB on the Execution Date in accordance with the
Conversion Guidelines on the basis of the interest rate applicable to such
amount immediately prior to said Conversion and market rates displayed
by established information vendors reflecting the Conversion Period, the
currency amount and the repayment provisions of the amount of the Loan
to which said Conversion applies; and

(v) in respect of the early termination of a Conversion, each of the rates
applied by ADB for the purpose of calculating the Unwinding Amount as
of the date of such early termination in accordance with the Conversion
Guidelines on the basis of market rates displayed by established
information vendors reflecting the remaining Conversion Period, currency
amount and repayment provisions of the amount of the Loan to which
said Conversion and such early termination apply;

(bbb) “Semester” means each six-month period ending on 30 June and 31 December
of each calendar year;

(ccc) “Substitute Loan Currency” means the substitute loan currency specified in
Section 4.04;

(ddd) “Surcharge” means, for any Loan Currency (or Approved Currency), the amount
payable by the Borrower to ADB calculated in accordance with Section 3.07;

(eee) “Target Settlement Day” means any day on which the Trans European
Automated Real-Time Gross Settlement Express Transfer system is open for the
settlement of Euro;

(ff) “taxes” includes imposts, levies, fees and duties of any nature, whether in effect
at the date of the Loan Agreement or Guarantee Agreement, if any, or thereafter
imposed;

(ggg9) “Unwinding Amount” means, in respect of the early termination of a Conversion:
(i) an amount payable by the Borrower to ADB equal to the net aggregate
amount payable by ADB under transactions undertaken by ADB to terminate said
Conversion, or if no such transactions are undertaken, an amount determined by
ADB on the basis of the Screen Rate, to represent the equivalent of such net
aggregate amount; or (ii) an amount payable by ADB to the Borrower equal to
the net aggregate amount receivable by ADB under transactions undertaken by
ADB to terminate said Conversion, or if no such transactions are undertaken, an
amount determined by ADB on the basis of the Screen Rate, to represent the
equivalent of such net aggregate amount; and

(hhh) “Yen” or “JPY” each means the lawful currency of Japan.

Section 2.02. Interpretation.  Except where the context otherwise requires, (a) a
reference to the incurring of debt includes the assumption and guarantee of debt; (b) references
in these Regulations to Articles or Sections are to Articles or Sections of these Regulations; (c)
the headings of the Articles and Sections and the Table of Contents are inserted for



convenience of reference only and are not a part of these Regulations; (d) singular may include
plural and vice versa; and (e) a reference to any gender includes any other gender.

ARTICLE llI

Loan Account; Interest and Other Charges;
Repayment; Place of Payment; Sale of Loan

Section 3.01. Loan Account.  The principal amount of the Loan shall be credited
to the Loan Account in the Loan Currency and may be withdrawn therefrom in accordance with
the provisions of the Loan Agreement and these Regulations. If at any time the Loan is
denominated in more than one currency, the Loan Account shall be divided into multiple sub-
accounts, one for each Loan Currency.

Section 3.02. Interest. (a) Interest shall be payable on the principal amount of
the Loan withdrawn from the Loan Account and outstanding from time to time. For each Interest
Period, interest shall be calculated at the Floating Rate, as such rate may be modified from time
to time in accordance with the provisions of Article V. Interest shall accrue from the respective
dates on which amounts shall be withdrawn from the Loan Account.

(b) Whenever, in light of changes in market practice affecting the determination of
the Floating Rate applicable to all or any portion of the principal amount of the Loan, ADB
determines that it is in the interest of its borrowers as a whole and of ADB to apply a basis for
determining the Floating Rate other than as provided in the Loan Agreement and these
Regulations, ADB may modify the basis for determining such Floating Rate upon not less than
three-months’ notice to the Borrower and the Guarantor of such new basis. The new basis shall
become effective upon the expiry of the notice period unless the Borrower or the Guarantor
notifies ADB during such period of its objection thereto, in which case such modification shall
not apply to the Loan.

Section 3.03. Commitment Charge, Credit, Maturity Premium. (@) The
Borrower shall pay a commitment charge on the unwithdrawn amount of the Loan at the rate
and on the terms specified in the Loan Agreement.

(b) ADB shall provide to the Borrower a credit at the rate specified in the Loan
Agreement, which credit shall remain fixed for the term of the Loan. ADB shall apply it against
the interest payable by the Borrower.

(c) If applicable, the Borrower shall pay a maturity premium at the rate specified in
the Loan Agreement, which maturity premium shall remain fixed for the term of the Loan. ADB
shall add the maturity premium to the interest payable by the Borrower.

Section 3.04. Computation of Interest and Other Charges. Interest and other
charges shall be computed on the basis of a 360-day year of twelve 30-day months.

Section 3.05. Repayment and Prepayment. (a) The Borrower shall repay

the principal amount of the Loan withdrawn from the Loan Account in accordance with the
provisions of the Loan Agreement.

10



(b) After giving not less than 45 days' written notice to ADB, the Borrower shall have
the right to repay in advance of maturity, as of a date acceptable to ADB (provided, that the
Borrower shall have paid all amounts due under the Loan Agreement as of such date, including
any prepayment premium calculated in accordance with paragraph (c) of this Section): (i) all of
the principal amount of the Loan then outstanding; or (ii) all of the principal amount of any one
or more maturities of the Loan. Any partial prepayment shall be applied in the following manner:
(A) if the Loan Agreement provides for the separate amortization of specified disbursed
amounts of the principal of the Loan, such prepayment shall be applied in the inverse order of
said disbursed amounts, with the disbursed amount which shall have been withdrawn last being
repaid first and with the latest maturity of said disbursed amount being repaid first; and (B) in all
other cases, such prepayment shall be applied in the inverse order of maturity of the Loan, with
the latest maturity being repaid first.

(c) The prepayment premium payable under paragraph (b) of this Section on
prepayment of any amount of the Loan shall be an amount reasonably determined by ADB to
represent any cost to ADB of redeploying the amount to be prepaid from the date of prepayment
to the maturity date of such amount.

(d) If, in respect of any amount of the Loan to be prepaid, a Conversion has been
effected and the Conversion Period for said Conversion has not terminated at the time of
prepayment: (i) the Borrower shall pay a transaction fee in respect of the early termination of
said Conversion, in such amount or at such rate as announced by ADB from time to time and in
effect at the time of receipt by ADB of the Borrower's notice of prepayment; and (ii) the Borrower
or ADB, as the case may be, shall pay an Unwinding Amount, if any, in respect of the early
termination of said Conversion, in accordance with the Conversion Guidelines. Transaction fees
provided for under this paragraph and any Unwinding Amount payable by the Borrower
pursuant to this paragraph shall be paid not later than 60 days after the date of prepayment.

Section 3.06. Rebate. (a) Following any announcement by ADB that the
Fixed Spread applicable to new Loans shall be reduced, ADB shall provide a Rebate to any
Borrower with an outstanding Loan on which a higher Fixed Spread is applicable. The amount
of the Rebate shall be determined by multiplying (i) the difference between the Fixed Spread
applicable to the outstanding Loan and the Fixed Spread that will be applied to new Loans
(expressed as a percentage per annum), by (ii) the principal amount of the outstanding Loan on
which the Borrower shall pay interest for all interest periods commencing on or after the
effective date of the lower Fixed Spread that will be applied to new Loans.

(b) Following any announcement by ADB that its Funding Cost Margin calculations
with respect to any Loan Currency (or Approved Currency) in any Semester resulted in ADB
achieving savings, ADB shall provide a Rebate to the Borrower. The amount of the Rebate shall
be determined by multiplying (i) the Funding Cost Margin (expressed as a percentage per
annum), by (ii) the principal amount of the Loan on which the Borrower shall pay interest for the
Interest Period commencing immediately after the Semester for which the Funding Cost Margin
was calculated. ADB shall apply the amount of the Rebate against the interest payable by the
Borrower for the Interest Period commencing immediately after the Semester for which the Fund
Cost Margin was calculated.

Section 3.07. Surcharge. (a) Following any announcement by ADB that the
Fixed Spread applicable to new Loans shall be increased, any Borrower with an outstanding
Loan on which a lower Fixed Spread is applicable shall pay ADB a Surcharge. The amount of
the Surcharge shall be determined by multiplying (i) the difference between the Fixed Spread

11



that will be applied to new Loans and the Fixed Spread applicable to the outstanding Loan
(expressed as a percentage per annum) by (ii) the principal amount of the outstanding Loan on
which the Borrower shall pay interest for all interest periods commencing on and after the
effective date of the higher Fixed Spread that will be applied to new Loans.

(b) Following any announcement by ADB that its Funding Cost Margin calculations
with respect to any Loan Currency (or Approved Currency) in any Semester resulted in ADB
incurring additional costs, the Borrower shall pay ADB a Surcharge. The amount of the
Surcharge shall be determined by multiplying (i) the Funding Cost Margin (expressed as a
percentage per annum) by (ii) the principal amount of the Loan on which the Borrower shall pay
interest for the Interest Period commencing immediately after the Semester for which the
Funding Cost Margin was calculated. ADB shall add the amount of the Surcharge to the interest
payable by the Borrower for the Interest Period commencing immediately after the Semester for
which the Funding Cost Margin was calculated.

Section 3.08. Place of Payment. The principal (including premium) of, and
interest and other charges on, the Loan shall be paid at such places as ADB shall reasonably
request.

Section 3.09. Sale of Loan. ADB may sell to a third party any portions of the
Loan on such terms and conditions as ADB shall consider appropriate without, however,
creating any contractual relationship between the Borrower and the purchasing party and
without affecting the contractual relationship between ADB and the Borrower.

ARTICLE IV

Currency Provisions

Section 4.01. Currency of Withdrawal. Each withdrawal of an amount of the
Loan from the Loan Account shall be made in the Loan Currency.

Section 4.02. Currency of Payment.  All amounts payable by the Borrower under
the Loan Agreement shall be paid in the Loan Currency, as further specified in the Conversion
Guidelines.

Section 4.03. Purchase of Currencies. ADB shall, at the request of the Borrower
and on such terms and conditions as ADB shall determine, use its best efforts to purchase any
currency needed by the Borrower for payment of items of expenditure to be financed from the
Loan, repayment of principal, and payment of premiums, interest and other charges required
under the Loan Agreement upon payment by the Borrower of sufficient funds therefor in a
currency or currencies to be specified by ADB from time to time. In purchasing the currencies
required, ADB shall be acting as agent of the Borrower and the Borrower shall be deemed to
have made any payment required under the Loan Agreement only when and to the extent that
ADB has received such payment in the currency or currencies required.

Section 4.04. Temporary Currency Substitution. (a) If ADB shall have

reasonably determined that an extraordinary situation shall have arisen under which ADB shall
be unable to provide the Loan Currency at any time for purposes of funding the Loan, ADB may
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provide such substitute currency or currencies for said Loan Currency (the Substitute Loan
Currency) as ADB shall select. During the period of such extraordinary situation, the repayment
of principal and payment of interest and other charges required under the Loan Agreement shall
be made in the Substitute Loan Currency, and other related financial terms shall be applied, in
accordance with principles reasonably determined by ADB. ADB shall promptly notify the
Borrower and the Guarantor of the occurrence of such extraordinary situation, the Substitute
Loan Currency and the financial terms of the Loan related thereto.

(b) Upon notification by ADB under paragraph (a) of this Section, the Borrower may
within 30 days thereafter notify ADB of its selection of another currency acceptable to ADB as
the Substitute Loan Currency. In such case, ADB shall notify the Borrower of the financial terms
of the Loan applicable to said Substitute Loan Currency, which shall be determined in
accordance with principles reasonably established by ADB.

(c) During the period of the extraordinary situation referred to in paragraph (a) of this
Section, notwithstanding the provisions of Section 3.05(c), no prepayment premium shall be
payable on prepayment of the Loan.

(d) Once ADB shall again become able to provide the Loan Currency, ADB shall, at
the Borrower's request, change the Substitute Loan Currency to the Loan Currency in
accordance with principles reasonably established by ADB.

Section 4.05. Valuation of Currencies. @ Whenever it shall be necessary for the
purposes of the Loan Agreement or the Guarantee Agreement to determine the value of one
currency in terms of another, such value shall be as reasonably determined by ADB.

Section 4.06. Manner of Payment. (a) Any payment required under the
Loan Agreement or the Guarantee Agreement to be made to ADB in the currency of any country
shall be made in such manner, and in currency acquired in such manner, as shall be permitted
under the laws of such country for the purpose of making such payment and effecting the
deposit of such currency to the account of ADB with a depository of ADB in such country.

(b) Where either the Borrower or the Guarantor is a member, such member shall
ensure that the principal (including premium) of, and interest and other charges on, the Loan are
paid without restrictions of any kind imposed by, or in the territory of, such member. When
neither the Borrower nor the Guarantor is a member, the Borrower shall obtain from the member
in whose territory the Project is to be carried out and furnish to ADB, prior to the Effective Date,
evidence, satisfactory to ADB, that the principal (including premium, if any) of, and interest and
other charges on, the Loan will be paid without restrictions of any kind imposed by, or in the
territory of, such member.

ARTICLE V

Conversion of Loan Terms

Section 5.01. General Provisions. (a) If so provided in the Loan Agreement,
the Borrower may, at any time, request an Interest Rate Conversion or a Currency Conversion
as provided in the Loan Agreement in order to facilitate prudent debt management. Each
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request shall be furnished by the Borrower to ADB in accordance with the Conversion
Guidelines and, upon acceptance by ADB, the conversion so requested shall be considered a
Conversion for the purposes of these Regulations.

(b) Upon acceptance by ADB of a request for a Conversion, ADB shall take all
actions necessary to effect said Conversion in accordance with the Conversion Guidelines;
provided that the maturity of the Interest Rate Conversion may be limited by ADB's ability to
execute an interest rate hedge transaction in the market as provided in the Conversion
Guidelines. To the extent any modification of the provisions of the Loan Agreement providing for
withdrawal of the proceeds of the Loan is required to give effect to said Conversion, such
provisions shall be deemed to have been modified as of the Conversion Date. Promptly after the
Execution Date for each Conversion, ADB shall notify the Borrower and the Guarantor of the
financial terms of the Loan, including any revised amortization provisions and modified
provisions providing for withdrawal of the proceeds of the Loan.

(c) Except as otherwise provided in the Conversion Guidelines, the Borrower shall
pay a transaction fee in respect of each Conversion, in such amount or at such rate as
determined by ADB from time to time and in effect on the Execution Date. Transaction fees
provided for under this paragraph shall be payable not later than 60 days after the Execution
Date.

Section 5.02. Interest Payable Following Interest Rate Conversion or Currency
Conversion.
(a) Interest Rate Conversion. Upon an Interest Rate Conversion applicable to all

or any portion of the principal amount of the Loan, the Borrower shall, in respect of each Interest
Period during the Conversion Period, pay interest on such principal amount withdrawn and
outstanding from time to time at the Floating Rate or the Fixed Rate, whichever applies to said
Conversion.

(b) Currency Conversion of Unwithdrawn Amounts. Upon a Currency
Conversion of all or any portion of the unwithdrawn principal amount of the Loan to an Approved
Currency, the Borrower shall, in respect of each Interest Period during the Conversion Period,
pay interest in said Approved Currency on such principal amount as subsequently withdrawn
and outstanding from time to time at the Floating Rate.

(c) Currency Conversion of Withdrawn Amounts. Upon a Currency Conversion
of all or any portion of the withdrawn principal amount of the Loan to an Approved Currency, the
Borrower shall, in respect of each Interest Period during the Conversion Period, pay interest in
said Approved Currency on such principal amount outstanding from time to time at the Floating
Rate or the Fixed Rate, whichever applies to said Conversion.

Section 5.03. Principal Payable Following Currency Conversion.

(a) Currency Conversion of Unwithdrawn Amounts. In the event of a Currency
Conversion of an unwithdrawn amount of the Loan to an Approved Currency, the principal
amount of the Loan so converted shall be determined by ADB by multiplying the amount to be
so converted in its currency of denomination immediately prior to said Conversion by the Screen
Rate. The Borrower shall repay such principal amount as subsequently withdrawn in said
Approved Currency in accordance with the provisions of the Loan Agreement.
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(b) Currency Conversion of Withdrawn Amounts. In the event of a Currency
Conversion of a withdrawn amount of the Loan to an Approved Currency, the principal amount
of the Loan so converted shall be determined by ADB by multiplying the amount to be so
converted in its currency of denomination immediately prior to said Conversion by either: (i) the
exchange rate that reflects the amounts of principal in the Approved Currency payable by ADB
under the Currency Hedge Transaction relating to said Conversion; or (ii) if ADB so determines
in accordance with the Conversion Guidelines, the exchange rate component of the Screen
Rate. The Borrower shall repay such principal amount in such Approved Currency in
accordance with the provisions of the Loan Agreement.

Section 5.04. Termination of Conversion Period Prior to Final Loan Maturity.
If the Conversion Period of a Currency Conversion applicable to a portion of the Loan
terminates prior to the final maturity thereof, the principal amount of such portion of the Loan
remaining outstanding in the Loan Currency to which such amount shall revert upon such
termination shall be determined by ADB either: (i) by multiplying said amount in the Approved
Currency of such Conversion by the spot or forward exchange rate prevailing between such
Approved Currency and Loan Currency for settlement on the last day of such Conversion
Period; or (ii) in such other manner as specified in the Conversion Guidelines. The Borrower
shall repay such principal amount in such Loan Currency in accordance with the provisions of
the Loan Agreement. Following termination of a Currency Conversion in accordance with this
Section, the Borrower shall pay interest in respect of each Interest period in the Loan Currency
in accordance with the provisions of the Loan Agreement.

Section 5.05. Interest Rate Cap, Interest Rate Collar.

(a) Interest Rate Cap.  Upon the establishment of an Interest Rate Cap on the
Floating Rate, the Borrower shall, for each Interest Period during the Conversion Period, pay
interest on the principal amount of the Loan withdrawn and outstanding from time to time to
which said Conversion applies at said Floating Rate, unless on any Reference Rate Reset Date
during said Conversion Period such Floating Rate exceeds such Interest Rate Cap, in which
case, for the Interest Period to which said Reference Rate Reset Date relates, the Borrower
shall pay interest on such principal amount at a rate equal to such Interest Rate Cap.

(b) Interest Rate Collar. Upon the establishment of an Interest Rate Collar on the
Floating Rate, the Borrower shall, for each Interest Period during the Conversion Period, pay
interest on the principal amount of the Loan withdrawn and outstanding from time to time to
which said Conversion applies at said Floating Rate, unless on any Reference Rate Reset Date
during said Conversion Period such Floating Rate: (i) exceeds the upper limit of such Interest
Rate Collar, in which case, for the Interest Period to which such Reference Rate Reset Date
relates, the Borrower shall pay interest on such principal amount at a rate equal to such upper
limit; or (ii) falls below the lower limit of said Interest Rate Collar, in which case, for the Interest
Period to which such Reference Rate Reset Date relates, the Borrower shall pay interest on
such principal amount at a rate equal to such lower limit.

(c) Interest Rate Cap or Collar Premium. Upon the establishment of an Interest
Rate Cap or an Interest Rate Collar, the Borrower shall pay to ADB a premium on the principal
amount of the Loan withdrawn and outstanding from time to time to which said Conversion
applies, calculated: (i) on the basis of the premium, if any, payable by ADB in respect of an
interest rate cap or collar purchased by ADB from a Counterparty for the purpose of establishing
said Interest Rate Cap or Interest Rate Collar, or (ii) otherwise as specified in the Conversion
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Guidelines. Such premium shall be payable by the Borrower not later than 60 days after the
Execution Date.

(d) Early Termination. Except as otherwise provided in the Conversion
Guidelines, upon the early termination of any Interest Rate Cap or Interest Rate Collar by the
Borrower: (i) the Borrower shall pay a transaction fee in respect of such early termination, in
such amount or at such rate as determined by ADB from time to time and in effect at the time of
receipt by ADB of the Borrower's notice of early termination; and (ii) the Borrower or ADB, as
the case may be, shall pay an Unwinding Amount, if any, in respect of such early termination, in
accordance with the Conversion Guidelines. Transaction fees provided for under this paragraph
and any Unwinding Amount payable by the Borrower pursuant to this paragraph shall be paid
not later than 60 days after the effective date of such early termination.

ARTICLE VI

Withdrawal of Loan Proceeds

Section 6.01. Withdrawal from the Loan Account. (a) Loan proceeds shall
be used only for the purposes of the Project. Subject to any conditions or restrictions specified
in the Loan Agreement, the Borrower shall be entitled to withdraw from the Loan Account such
amounts as shall have been paid or, if ADB shall so agree, such amounts as shall be required
to meet payments to be made, for the reasonable cost of goods, services and any other
expenditures required for the Project and to be financed under the Loan Agreement. If at any
time ADB determines that any amount of the Loan proceeds withdrawn from the Loan Account
has been used by the Borrower in a manner inconsistent with the provisions of the Loan
Agreement, the Borrower shall promptly refund such amount to ADB.

(b) Except as ADB and the Borrower shall otherwise agree, no withdrawals shall be
made on account of (i) expenditures incurred prior to the Effective Date; and (ii) expenditures in
the territory of any country which is not a member or for goods produced in, or services supplied
from, such territory. ADB may refuse to finance a contract where goods and services have not
been procured in accordance with 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. If at any time ADB determines that any amount of the Loan proceeds
withdrawn from the Loan Account has been used by the Borrower to finance such contracts, the
Borrower shall promptly refund such amount to ADB.

Section 6.02. Commitment Letters by ADB. Upon the Borrower's request, ADB
may issue commitment letters to pay amounts in respect of the cost of goods and services to be
financed under the Loan, notwithstanding any subsequent suspension or cancellation.

Section 6.03. Application for Withdrawal. = When the Borrower shall desire to
withdraw any amount from the Loan Account or to request ADB to issue commitment letters
pursuant to Section 6.02, the Borrower shall promptly deliver to ADB an application in such form
and containing such statements, representations, warranties and agreements as ADB shall
reasonably request. Except as ADB and the Borrower shall otherwise agree, applications for
withdrawal, with the necessary documentation as hereinafter in this Article provided, shall be
made promptly in relation to expenditures for the Project.
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Section 6.04. Evidence of Authority to Sign Applications. The Borrower shall
furnish to ADB sufficient evidence of the authority of the person or persons authorized to sign
applications for withdrawal and the authenticated specimen signature of each such person.

Section 6.05. Supporting Evidence. The Borrower shall furnish to ADB such
documents and other evidence in support of the application for withdrawal as ADB shall
reasonably request, whether before or after ADB shall have permitted any withdrawal requested
in the application.

Section 6.06. Sufficiency of Applications and Documents. Each application for
withdrawal and the accompanying documents and all other evidence must be sufficient in form
and substance to satisfy ADB that the Borrower is entitled to withdraw from the Loan Account
the amount applied for and that the amount to be withdrawn from the Loan Account is to be
used only for the purposes specified in the Loan Agreement.

Section 6.07. Payment by ADB. Payment by ADB of amounts which the
Borrower is entitled to withdraw from the Loan Account shall be made to or on the order of the
Borrower.

ARTICLE VII

Particular Covenants

Section 7.01. Cooperation and Information. (a) ADB, the Borrower and
the Guarantor shall cooperate fully to ensure that the purposes of the Loan will be
accomplished. To that end, ADB, the Borrower and the Guarantor shall:

(i) from time to time, at the request of any one of them, exchange views with
regard to any matters relating to the progress of the Project, the purposes
of the Loan or the maintenance of the service thereof, the performance of
their respective obligations under the Loan Agreement and the Guarantee
Agreement, the performance by the Project Executing Agency of its
obligations under the Project Agreement, and furnish to the other party all
such related information as it shall reasonably request; and

(i) promptly inform each other of any condition which interferes with, or
threatens to interfere with, the matters referred to in paragraph (a)(i) of
this Section. In respect of a Loan to a Borrower which is not a member,
the Borrower shall promptly inform ADB in advance of any proposed
changes in the ownership or control of the Borrower or its assets, or any
transaction or arrangement which will have or is likely to have such effect.

(b) Where either the Borrower or the Guarantor is a member, such member shall
afford all reasonable opportunity for ADB's representatives to visit any part of its territory for
purposes related to the Loan.

Section 7.02. Insurance. (a) The Borrower shall take out and maintain with
responsible insurers, or make other arrangements satisfactory to ADB for, insurance against
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such risks and in such amounts as shall be consistent with sound practice. The Borrower shall
be deemed to have opted for self-insurance in the absence of any specific insurance for the
Project.

(b) Without limiting the generality of the foregoing, the Borrower undertakes to
insure, or cause to be insured, the goods to be imported for the Project and to be financed out
of the proceeds of the Loan against hazards incident to the acquisition, transportation and
delivery thereof to the place of use or installation, and for such insurance any indemnity shall be
payable in a currency freely usable to replace or repair such goods.

Section 7.03. Records, Financial Statements and Audits. The Borrower shall
maintain, or cause to be maintained, records and financial statements adequate to identify the
goods, services and other items of expenditure financed under the Project; to record the
progress of the Project (including the cost thereof); to reflect, in accordance with consistently
maintained sound financial reporting principles, the operations and financial condition of the
Project; and to have the financial statements audited. Related requirements shall be specified in
the Loan Agreement.

Section 7.04. Reports. (a) The Borrower and the Guarantor shall furnish, or
cause to be furnished, to ADB all such reports as ADB shall reasonably request concerning:
(i) the Loan, and the expenditure of the proceeds and maintenance of the service thereof; (ii) the
goods, services and other items of expenditure financed out of the proceeds of the Loan; (iii) the
Project and the Project Executing Agency; (iv) the administration, operations and financial
condition of the Borrower; and (v) any other matters relating to the purposes of the Loan.

(b) Without limiting the generality of the foregoing, the Borrower shall furnish to ADB
periodic reports on the execution of the Project, the accomplishment of the targets and actions
agreed between ADB and the Borrower, and the operation and management of the Project
facilities, if any. Such reports shall be submitted in such form and in such detail and within such
a period as ADB shall reasonably request, and shall indicate, among other things, progress
made and problems encountered during the period under review, steps taken or proposed to be
taken to remedy these problems, and proposed program of activities and expected progress
during the following period.

(c) Promptly after physical completion of the Project, but in any event not later than
three months thereafter or such later date as may be agreed for this purpose between the
Borrower and ADB, the Borrower shall prepare and furnish to ADB a report, in such form and in
such detail as ADB shall reasonably request, on the execution and initial operation of the
Project, including its cost, the performance by the Borrower of its obligations under the Loan
Agreement and the accomplishment of the purposes of the Loan.

Section 7.05 Counterpart Obligations and Land Acquisition. The Borrower
shall make available, promptly as and when needed, the funds, facilities, services, land, and
other resources as shall be necessary or required, in addition to the proceeds of the Loan, for
the carrying out of the Project and for the operation and maintenance of the Project facilities.
The Borrower shall furnish to ADB, promptly at its request, evidence satisfactory to ADB that
such funds, facilities, services, land, and other resources are available for purposes related to
the Project.

Section 7.06. Work Schedules, Plans and Design Standards. The Borrower
shall cause the Project to be carried out in accordance with plans, design standards,
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specifications, work schedules and construction methods acceptable to the Borrower and ADB,
as applicable. When required by ADB, the Borrower shall furnish, or cause to be furnished, to
ADB, promptly after their preparation, such plans, design standards, specifications and work
schedules, and any material modifications subsequently made therein, in such detail as ADB
shall reasonably request.

Section 7.07. General Undertakings. (a) The Borrower shall cause the
Project to be carried out with due diligence and efficiency and in conformity with sound financial,
business and development practices. The Borrower shall in collaboration with ADB ensure that
the Project adheres to ADB policies on anticorruption, core labor standards, environmental and
social safeguards, gender, procurement and consulting services, disbursement and such other
policy specified in the Loan Agreement.

(b) The Borrower shall ensure that the activities of its departments and agencies with
respect to the carrying out of the Project and operation of the Project facilities are conducted
and coordinated in accordance with sound administrative policies and procedures.

Section 7.08. Contractors and Consultants. [n the carrying out of the Project,
the Borrower shall cause competent and qualified consultants and contractors, acceptable to
the Borrower and ADB, to be employed to an extent and upon terms and conditions satisfactory
to the Borrower and ADB.

Section 7.09. Maintenance. The Borrower shall ensure that any facilities relevant
to the Project are operated, maintained and repaired in accordance with sound operational and
maintenance practices. The Borrower shall, promptly as needed, make or cause to be made all
necessary repairs and renewals thereof.

Section 7.10. Negative Pledge. (a) If the Borrower shall create or permit the
creation of any lien on any of its assets as security for any foreign currency debt, the Borrower
undertakes to expressly provide that such lien will ipso facto equally and ratably secure the
payment of the principal of, and interest and other charges on, the Loan. If any statutory lien
shall be created on any assets of the Borrower (as hereinafter defined), as security for any
foreign currency debt, the Borrower shall grant to ADB an equivalent lien satisfactory to ADB.

(b) The provisions of paragraph (a) of this Section shall not apply to (i) any lien
created on property, at the time of purchase thereof, solely as security for payment of the
purchase price of such property; or (ii) any lien arising in the ordinary course of banking
transactions and securing a debt maturing not more than one year after its date.

(c) The term "assets of the Borrower" as used in paragraph (a) of this Section
includes assets of any political subdivision or any agency of the Borrower and assets of any
agency of such political subdivision, and assets of any entity owned or controlled by, or
operating for the account or benefit of, the Borrower or any such political subdivision or agency,
including any other institution performing the functions of a central bank for the Borrower.
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ARTICLE Viii

Exemption from Taxation

Section 8.01. Exemption from Taxation. (a) Where either the Borrower or
the Guarantor is a member, such member shall ensure that:

(i) the principal (including premium) of, and interest and other charges on,
the Loan are exempt from, and are paid without deduction for, any taxes
levied by, or in the territory of, such member; and

(i) the Loan Agreement, the Guarantee Agreement, and the Project
Agreement, are exempt from any taxes levied by, or in the territory of,
such member on or in connection with the execution, delivery or
registration thereof.

(b) Where neither the Borrower nor the Guarantor is a member, the Borrower shall
obtain from the member in whose territory the Project is to be carried out and furnish to ADB,
prior to the Effective Date, evidence satisfactory to ADB that:

(i) the principal (including premium) of, and interest and other charges on,
the Loan will be exempt from, and be paid without deduction for, any
taxes levied by, or in the territory of, such member; and

(i) the Loan Agreement, the Guarantee Agreement, and the Project
Agreement will be exempt from any taxes levied by, or in the territory of,
such member on or in connection with the execution, delivery or
registration thereof.

ARTICLE IX

Suspension; Cancellation; Acceleration of Maturity

Section 9.01. Suspension by ADB. If any of the following events shall have
occurred at any time after the date of the Loan Agreement and be continuing, ADB may, by
notice to the Borrower and the Guarantor, suspend in whole or in part the right of the Borrower
to make withdrawals from the Loan Account:

(a) The Borrower shall have failed to make payment (notwithstanding the fact that
such payment may have been made by the Guarantor or a third party) of
principal (including premium), interest or any other charge required (i) under the
Loan Agreement; (ii) under any other loan agreement or guarantee agreement
with ADB; or (iii) in consequence of any guarantee or other financial obligation of
any kind extended by ADB to any third party with the agreement of the Borrower.

(b) The Guarantor shall have failed to make payment of principal (including
premium), interest or any other charges required (i) under the Guarantee
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Agreement; (ii) under any other loan agreement or guarantee agreement with
ADB; or (iii) in consequence of any guarantee or other financial obligation of any
kind extended by ADB to any third party with the agreement of the Guarantor.

The Borrower or the Guarantor shall have failed to perform any other of its
obligations under the Loan Agreement or the Guarantee Agreement.

The Project Executing Agency shall have failed to perform any of its obligations
under the Project Agreement.

ADB shall have suspended in whole or in part the right of the Borrower or the
Guarantor to make withdrawals under any other loan agreement with ADB
because of a failure by the Borrower or the Guarantor to perform any of its
obligations under such loan agreement or any related guarantee agreement with
ADB.

A situation shall have arisen or developed which in the reasonable opinion of
ADB will or may make it improbable that (i) the Project can be successfully
carried out or (ii) the Borrower, the Guarantor or the Project Executing Agency
will be able to perform any of its obligations under the Loan Agreement, the
Guarantee Agreement or the Project Agreement.

The member in whose territory the Project is to be carried out shall have been
suspended from membership in, or ceased to be a member of, ADB, or shall
have delivered a notice to withdraw from ADB.

A representation made by the Borrower or the Guarantor in or pursuant to the
Loan Agreement or the Guarantee Agreement, or any statement furnished in
connection therewith and intended to be relied upon by ADB in making the Loan,
shall have been incorrect in any material respect, or, where the Borrower is not a
member, any material adverse change in the condition of the Borrower as so
represented by the Borrower shall have occurred in the reasonable opinion of
ADB.

Where the Borrower is not a member, the Borrower shall have been unable to
pay its debts as they mature or any action or proceeding shall have been taken
by the Borrower or by others whereby any of the assets of the Borrower shall or
may be distributed among its creditors.

Where the Borrower is not a member, the member in whose territory the Project
is to be carried out or any other authority having jurisdiction shall have taken any
action for the dissolution or disestablishment of the Borrower, the alienation or
transfer of any of its assets other than in the normal course of business, or for the
suspension of its operations.

Any authority having jurisdiction shall have taken any action for the dissolution or
disestablishment of the Project Executing Agency, the alienation or transfer of
any of its assets other than in the normal course of business, or for the
suspension of its operations.
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) ADB shall have determined, with respect to any contract to be financed in full or
in part out of the proceeds of the Loan, that corrupt, fraudulent, coercive or
collusive practices, as determined by ADB, were engaged in by representatives
of the Borrower, the Guarantor, or any beneficiary of the Loan during the
procurement of goods and services, consultants’ selection or the execution of a
contract, without the Borrower or Guarantor having taken timely and appropriate
action satisfactory to ADB to remedy the situation; or ADB shall have determined
that the procurement of any goods or services to be financed out of the proceeds
of the Loan is inconsistent with the relevant procedure set out in the Loan
Agreement.

(m)  Any other event specified in the Loan Agreement for the purposes of this Section
shall have occurred.

The right of the Borrower to make withdrawals from the Loan Account shall continue to be
suspended in whole or in part, as the case may be, until the event which gave rise to such
suspension shall have, in the reasonable opinion of ADB, ceased to exist or until ADB shall
have notified the Borrower that the right to make withdrawals has been restored in whole or in
part, whichever is the earlier.

Section 9.02. Cancellation by ADB. If (a) the right of the Borrower to make
withdrawals from the Loan Account shall have been suspended with respect to any amount of
the Loan for a continuous period of 30 days; (b) at any time ADB determines, after consultation
with the Borrower, that any amount of the Loan will not be required for the purposes of the
Project; (c) by the date specified in the Loan Agreement as the Loan Closing Date, an amount
of the Loan shall remain unwithdrawn from the Loan Account; (d) at any time ADB determines,
with respect to any contract to be financed in full or in part out of the proceeds of the Loan, that
corrupt, fraudulent, coercive or collusive practices, as determined by ADB, were engaged in by
representatives of the Borrower, the Guarantor or any beneficiary of the Loan during the
procurement of goods, works, services, consultants’ selection or the execution of a contract,
without the Borrower or Guarantor having taken timely and appropriate action satisfactory to
ADB to remedy the situation; or (e) at any time ADB determines that the procurement of any
goods or services to be financed out of the proceeds of the Loan is inconsistent with the
relevant procedure set out in the Loan Agreement, ADB may, by notice to the Borrower and the
Guarantor, terminate the right of the Borrower to make withdrawals with respect to such
amount, contract or procurement. Upon the giving of such notice, the relevant amount of the
Loan shall be cancelled.

Section 9.03. Cancellation by the Borrower.  After consultation with ADB and
with the concurrence of the Guarantor, the Borrower may, by notice to ADB, cancel any amount
of the Loan which the Borrower shall not have withdrawn prior to the giving of such notice.

Section 9.04. Amounts Subject to Commitment Letters. No suspension or
cancellation shall apply to amounts subject to any commitment letter issued by ADB pursuant to
Section 6.02, except as expressly provided in such commitment letter.

Section 9.05. Application of Cancellation. Except as ADB and the Borrower
shall otherwise agree, any cancellation shall be applied pro rata to the remaining maturities of
the principal amount of the Loan which shall mature after the date of such cancellation and
which shall not have been sold or agreed to be sold by ADB.
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Section 9.06. Effectiveness of Provisions After Suspension or Cancellation.
Notwithstanding any cancellation or suspension, all the provisions of the Loan Agreement, the
Guarantee Agreement and the Project Agreement shall continue in full force and effect except
as specifically provided in this Article.

Section 9.07. Acceleration of Maturity. (a) If any of the following events
shall have occurred and continued for the period, if any, specified below, then at any
subsequent time during the continuance thereof, ADB may, by notice to the Borrower and the
Guarantor, declare the principal of the Loan then outstanding, together with all accrued interest
and other charges thereon, to be due and payable immediately, and upon any such declaration
such principal, interest and other charges shall become due and payable immediately:

(i) Any event specified in Section 9.01(a) and Section 9.01(b) shall have
occurred and continued for a period of 30 days.

(i) Any event specified in Section 9.01(c) and Section 9.01(d) shall have
occurred and continued for a period of 60 days after notice thereof shall
have been given by ADB to the Borrower and the Guarantor.

(iii) Any event specified in Section 9.01(h), Section 9.01(i), Section 9.01(j)
and Section 9.01(k) shall have occurred.

(iv) Any other event specified in the Loan Agreement for the purposes of this
Section shall have occurred and continued for the period, if any, specified
in the Loan Agreement.

(b) If any notice of acceleration is given pursuant to paragraph (a) of this Section
during the Conversion Period for any Conversion: (i) the Borrower shall pay a transaction fee in
respect of the early termination of said Conversion, in such amount or at such rate as
announced by ADB from time to time and in effect on the date of such notice; and (ii) the
Borrower or ADB, as the case may be, shall pay any Unwinding Amount owed by it in respect of
the early termination of said Conversion.

ARTICLE X

Effectiveness; Termination

Section 10.01.  Conditions Precedent to Effectiveness. The Loan Agreement and
the Guarantee Agreement shall not become effective until evidence satisfactory to ADB shall
have been furnished to ADB that:

(a) the execution and delivery of the Loan Agreement on behalf of the Borrower
have been duly authorized or ratified by all necessary corporate and
governmental action;

(b) where there is a Guarantee Agreement, the execution and delivery of the

Guarantee Agreement on behalf of the Guarantor have been duly authorized or
ratified by all necessary corporate and governmental action;
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(c) where there is a Project Agreement, the execution and delivery of the Project
Agreement on behalf of the Project Executing Agency shall have been duly
authorized or ratified by all necessary corporate and governmental action;

(d) where the Borrower is not a member, the condition of the Borrower, as
represented to ADB at the date of the Loan Agreement, has undergone no
material adverse change between such date and the date agreed upon between
the Borrower and ADB for the purposes of this Section, provided that ADB shall
have requested such evidence;

(e) where neither the Borrower nor the Guarantor is a member, the requirements of
Section 4.06(b) and Section 8.01(b) have been fulfilled; and

() all other events specified in the Loan Agreement as additional conditions to its
effectiveness have occurred.

Section 10.02. Legal Opinions.  As part of the evidence to be furnished pursuant
to Section 10.01, the Borrower shall furnish, or cause to be furnished, to ADB an opinion or
opinions satisfactory to ADB of counsel acceptable to ADB showing:

(a) on behalf of the Borrower, that the Loan Agreement has been duly authorized or
ratified by, and executed and delivered on behalf of, the Borrower and is legally
binding upon the Borrower in accordance with its terms;

(b)  on behalf of the Guarantor where there is a Guarantee Agreement, that the
Guarantee Agreement has been duly authorized or ratified by, and executed and
delivered on behalf of, the Guarantor and is legally binding upon the Guarantor in
accordance with its terms;

(c) on behalf of the Project Executing Agency where there is a Project Agreement,
that the Project Agreement has been duly authorized or ratified by, and executed
and delivered on behalf of, the Project Executing Agency and is legally binding
upon the Project Executing Agency in accordance with its terms; and

(d)  such other matters as shall be specified in the Loan Agreement.

Section 10.08. Effective Date. (a) Except as ADB and the Borrower shall
otherwise agree, the Loan Agreement and the Guarantee Agreement shall come into force and
effect on the date of ADB’s notice to the Borrower and the Guarantor of its acceptance of the
evidence required by Section 10.01.

(b) If, before the Effective Date, any event shall have occurred which would have
entitled ADB to suspend the right of the Borrower to make withdrawals from the Loan Account if
the Loan Agreement had been effective, ADB may postpone the dispatch of the notice referred
to in paragraph (a) of this Section until such event shall have ceased to exist.

Section 10.04.  Termination for Failure to Become Effective. If the Loan
Agreement shall not have come into force and effect by the date specified in the Loan
Agreement for the purposes of this Section, the Loan Agreement and the Guarantee
Agreement, and all obligations of the parties thereunder shall terminate, unless ADB, after
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consideration of the reasons for the delay, shall establish a later date for the purposes of this
Section. ADB shall promptly notify the Borrower and the Guarantor of such later date.

Section 10.05.  Termination on Full Payment. If and when the entire principal
amount of the Loan withdrawn from the Loan Account, the premium on the prepayment of the
Loan and all interest and other charges which shall have accrued on the Loan shall have been
paid, the Loan Agreement and the Guarantee Agreement and all obligations of the parties
thereunder shall forthwith terminate.

ARTICLE XI

Enforceability; Failure to Exercise Rights; Arbitration

Section 11.01. Enforceability. (a) The rights and obligations of ADB and the
Borrower under the Loan Agreement, and of ADB and the Guarantor under the Guarantee
Agreement, shall be valid and enforceable in accordance with their terms and, where either the
Borrower or the Guarantor is a member, notwithstanding the law of any state or political or
administrative subdivision thereof to the contrary.

(b) Neither ADB nor the Borrower nor the Guarantor shall be entitled in any
proceeding under this Article to assert any claim that any provision of the Loan Agreement or
the Guarantee Agreement is invalid or unenforceable because of any provision of the
Agreement Establishing the Asian Development Bank or for any other reason.

Section 11.02.  Obligations of the Guarantor. = The obligations of the Guarantor
under the Guarantee Agreement shall not be discharged except by performance and then only
to the extent of such performance. Such obligations shall not be subject to any prior notice to or
demand upon or action against the Borrower or to any prior notice to or demand upon the
Guarantor with regard to any default by the Borrower, and shall not be impaired by any of the
following: any extension of time, forbearance or concession given to the Borrower; any assertion
of, or failure to assert, or delay in asserting, any right, power or remedy against the Borrower or
in respect of any security for the Loan; any modification of the provisions of the Loan Agreement
contemplated by the terms thereof; or any failure of the Borrower to comply with any
requirement of any law, regulation or order of the member in whose territory the Project is to be
carried out or of any political or administrative subdivision or agency of such member.

Section 11.03.  Failure to Exercise Rights. No delay in exercising, or omission to
exercise, any right, power or remedy accruing to either party under the Loan Agreement or the
Guarantee Agreement upon any default shall impair any such right, power or remedy, or be
construed to be a waiver thereof or an acquiescence in any such default; nor shall the action of
such party in respect of any default, or any acquiescence in any default, affect or impair any
right, power or remedy of such party in respect of any other or subsequent default.

Section 11.04.  Arbitration. (a) Any controversy between the parties to the
Loan Agreement, or the parties to the Guarantee Agreement, and any claim by any such party
against any other such party arising under the Loan Agreement or the Guarantee Agreement
which shall not be settled by agreement of the parties shall be submitted to arbitration by an
Arbitral Tribunal as hereinafter provided.
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(b) The parties to such arbitration shall be ADB, on the one side, and the Borrower
and the Guarantor, on the other side.

(c) The Arbitral Tribunal shall consist of three arbitrators appointed as follows: one
arbitrator shall be appointed by ADB; a second arbitrator shall be appointed by the Borrower
and the Guarantor or, if they shall not agree, by the Guarantor; and the third arbitrator
(hereinafter sometimes called the Umpire) shall be appointed by agreement of the parties or, if
they shall not agree, by the President of the International Court of Justice or, failing appointment
by him, by the Secretary-General of the United Nations. If either side shall fail to appoint an
arbitrator, the Umpire shall appoint such arbitrator. In case any arbitrator appointed in
accordance with this Section shall resign, die or become unable to act, a successor arbitrator
shall be appointed in the same manner as herein prescribed for the appointment of the original
arbitrator and such successor shall have all the powers and duties of such original arbitrator.

(d) An arbitration proceeding may be instituted under this Section upon notice by the
party instituting such proceeding to the other party or parties. Such notice shall contain a
statement setting forth the nature of the controversy or claim to be submitted to arbitration, the
nature of the relief sought and the name of the arbitrator appointed by the party instituting such
proceeding. Within 30 days after the giving of such notice, the other party or parties shall notify
the party instituting the proceeding of the name of the arbitrator appointed by such other party or
parties.

(e) If within 60 days after the giving of the notice instituting the arbitration proceeding
the parties shall not have agreed upon an Umpire, any party may request the appointment of an
Umpire as provided in paragraph (c) of this Section.

(f) The Arbitral Tribunal shall convene at such time and place as shall be fixed by
the Umpire. Thereafter, the Arbitral Tribunal shall determine where and when it shall sit.

(9) The law to be applied by the Arbitral Tribunal shall be public international law, the
sources of which shall be taken for these purposes to include:

(i) any relevant treaty obligations that are binding reciprocally on the parties;

(i) the provisions of any international conventions and treaties (whether or
not binding directly as such on the parties) generally recognized as
having codified or ripened into binding rules of customary law applicable
to states and international institutions, as appropriate;

(iii) other forms of international custom, including the practice of states and
international institutions of such generality, consistency and duration as to
create legal obligations; and

(iv) applicable general principles of law.

(h) Subject to the provisions of this Section and except as the parties shall otherwise
agree, the Arbitral Tribunal shall decide all questions relating to its competence and shall
determine its procedure. All decisions of the Arbitral Tribunal shall be by majority vote.

(i) The Arbitral Tribunal shall afford to all parties a fair hearing and shall render its
award in writing. Such award may be rendered by default. An award signed by a majority of the
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Arbitral Tribunal shall constitute the award of such Arbitral Tribunal. A signed counterpart of the
award shall be transmitted to each party. Any such award rendered in accordance with the
provisions of this Section shall be final and binding upon the parties to the Loan Agreement and
the Guarantee Agreement. Each party shall abide by and comply with any such award rendered
by the Arbitral Tribunal in accordance with the provisions of this Section.

() The parties shall fix the amount of the remuneration of the arbitrators and such
other persons as shall be required for the conduct of the arbitration proceedings. If the parties
shall not agree on such amount before the Arbitral Tribunal shall convene, the Arbitral Tribunal
shall fix such amount as shall be reasonable under the circumstances. Each party shall defray
its own expenses in the arbitration proceedings. The costs of the Arbitral Tribunal shall be
divided between and borne equally by ADB on the one side, and the Borrower and the
Guarantor on the other side. The Arbitral Tribunal shall determine any question concerning the
division of the costs of the Arbitral Tribunal or the procedure for payment of such costs.

(k) The provisions for arbitration set forth in this Section shall be in lieu of any other
procedure for the settlement of controversies between the parties to the Loan Agreement and
the Guarantee Agreement, and any claim by either party against the other such party arising
thereunder.

(h If within 30 days after the counterparts of the award have been delivered to the
parties the award shall not be complied with, any party may enter judgment upon, or institute a
proceeding to enforce, the award in any court of competent jurisdiction against any other party,
and may enforce such judgment by execution or may pursue any other appropriate remedy
against such other party for the enforcement of the award and the provisions of the Loan
Agreement or the Guarantee Agreement. Notwithstanding the foregoing, this Section shall not
authorize any entry of judgment or enforcement of the award against any party that is a member
except as such procedure may be available otherwise than by reason of the provisions of this
Section.

(m)  Service of any notice or process in connection with any proceeding under this
Section or (to the extent that such remedy shall be available) in connection with any proceeding
to enforce any award rendered pursuant to this Section may be made in the manner provided in
Section 12.01. The parties to the Loan Agreement and the Guarantee Agreement waive any
and all other requirements for the service of any such notice or process.

27



ARTICLE XIl

Miscellaneous Provisions

Section 12.01. Notices and Requests. Any notice or request required or permitted
to be given or made under the Loan Agreement or the Guarantee Agreement, and any other
agreement between any of the parties contemplated by the Loan Agreement or the Guarantee
Agreement, shall be in writing. Except as otherwise provided in Section 10.03, such notice or
request shall be deemed to have been duly given or made when it shall be delivered by hand or
by mail, facsimile or electronic mail to the party to which it is required or permitted to be given or
made at such party's address specified in the Loan Agreement or the Guarantee Agreement or
at such other address as such party shall have designated by notice to the party giving such
notice or making such request.

Section 12.02.  Authority to Take Action.  Any action required or permitted to be
taken, and any documents required or permitted to be executed, under the Loan Agreement or
the Guarantee Agreement on behalf of the Borrower or the Guarantor may be taken or executed
by the representative of the Borrower or the Guarantor designated in the Loan Agreement or the
Guarantee Agreement for the purposes of this Section or any person thereunto authorized in
writing by such representative. Any modification of the provisions of the Loan Agreement or the
Guarantee Agreement may be agreed to on behalf of the Borrower or the Guarantor by written
instrument executed on behalf of the Borrower or the Guarantor by the representative so
designated or any person authorized in writing by such representative; provided that, in the
opinion of such representative or other person, such modification is reasonable in the
circumstances and will not substantially increase the obligations of the Borrower under the Loan
Agreement or of the Guarantor under the Guarantee Agreement. ADB may accept the execution
by such representative or other person of any such instrument as conclusive evidence that in
the opinion of such representative or other person any modification of the provisions of the Loan
Agreement or the Guarantee Agreement effected by such instrument is reasonable in the
circumstances and will not substantially increase the obligations of the Borrower or of the
Guarantor thereunder.

Section 12.03. Evidence of Authority. The Borrower and the Guarantor shall
furnish to ADB sufficient evidence of the authority of the person or persons who will, on behalf of
the Borrower or the Guarantor, take any action or execute any documents required or permitted
to be taken or executed by the Borrower under the Loan Agreement or by the Guarantor under
the Guarantee Agreement, and the authenticated specimen signature of each such person.

Section 12.04.  Withholding of Payments to Members on Shares. (a) If the
member in whose territory the Project is to be carried out ceases to be a member of ADB, any
amount due to the member for its shares repurchased by ADB shall be withheld so long as the
member, its central bank or any of its agencies, or political or administrative subdivisions remain
liable to ADB under the Loan Agreement or the Guarantee Agreement, or under any other loan
agreement or guarantee agreement with ADB, and such amount may, at the option of ADB, be
applied on any such liability as it matures.

(b) In the event of a distribution of the assets of ADB, the member in whose territory

the Project is to be carried out shall not be entitled to receive its share in such distribution until it
has settled all of its obligations to ADB including its obligations under the Loan Agreement or

28



the Guarantee Agreement, or under any other loan agreement or guarantee agreement with
ADB.

Section 12.05.  Execution in Counterparts. The Loan Agreement and the

Guarantee Agreement may be executed in several counterparts, each of which shall be an
original.
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SPECIAL OPERATIONS GRANT REGULATIONS

DATED 1 JANUARY 2017

ARTICLE I

Purpose; Application to Grant Agreements

Section 1.01. Purpose. The purpose of these Regulations is to set forth certain
terms and conditions generally applicable to grants for projects and programs of high
development priority made by ADB from its Special Funds resources.

Section 1.02. Application of Regulations. Any grant agreement with ADB
relating to a grant made by ADB from its Special Funds resources may provide that the parties
thereto accept the provisions of these Regulations. To the extent so provided in any such
agreement, these Regulations shall apply and shall govern the rights and obligations of the
parties thereto with the same force and effect as if they were fully set forth therein. No
revocation or amendment of these Regulations shall be effective in respect of any such
agreement unless the parties shall so agree in writing.

Section 1.03. Inconsistency with Grant Agreement. If any provision of a grant

agreement is inconsistent with a provision of these Regulations, the provision of the grant
agreement shall govern.

ARTICLE Il
Definitions; Interpretation
Section 2.01. Definitions. Except where the context otherwise requires, the

following terms have the following meanings wherever used in these Regulations or in a grant
agreement to which these Regulations have been made applicable:

(a) “ADB” means Asian Development Bank;

(b) “assets” includes property, revenues and claims of any kind,;

(c) “currency” of a country or a territory means such currency as at the time referred
to is legal tender for the payment of public and private debts in that country or
territory;

(d) “Dollar” or the sign “$” each means the lawful currency of the United States of

America;



(e) “Effective Date” means the date on which the Grant Agreement shall have come
into force and effect pursuant to Section 9.03;

) “foreign currency” means any currency other than the currency of the member in
whose territory the Project is to be carried out;

(9) “Grant” means the grant provided for in the Grant Agreement for projects and
programs of high development priority;

(h) “Grant Account” means the account opened or to be opened by ADB on its books
in the name of the Recipient to which the amount of the Grant has been or will be
credited;

(i) “Grant Agreement” means the particular grant agreement to which these

Regulations shall have been made applicable, as such agreement may be
amended from time to time; and such term includes these Regulations as thus
made applicable, all agreements supplementary to the Grant Agreement and all
schedules to the Grant Agreement;

) “Grant Closing Date” means the date specified in the Grant Agreement, after
which ADB may terminate the right of the Recipient to make any withdrawals
from the Grant Account, or such other date as may be agreed between ADB and
the Recipient for such purpose;

(k) “‘member” means a member of ADB;

) “Project” means the project or program for which ADB has agreed to make the
Grant, as described in the Grant Agreement and as such description may be
amended from time to time by agreement between ADB and the Recipient;

(m)  “Project Agreement” means the project agreement, if any, between ADB and the
Project Executing Agency, being the Project Agreement referred to in the Grant
Agreement, as such agreement may be amended from time to time; and such
term includes all agreements supplementary to the Project Agreement and all
schedules to the Project Agreement;

(n) “Project Executing Agency” means any entity responsible for the carrying out of
the Project as specified in the Grant Agreement;

(0) “‘Recipient” means the party to the Grant Agreement to which ADB has agreed to
provide the Grant;

(p) “Special Funds resources” means "Special Funds resources" of ADB as defined
in Article 20 of the Articles of Agreement of ADB; and

() “taxes” includes imposts, levies, fees and duties of any nature, whether in effect
at the date of the Grant Agreement or thereafter imposed.

Section 2.02. Interpretation. Except where the context otherwise requires,
(a) references in these Regulations to Articles or Sections are to Articles or Sections of these
Regulations; (b) the headings of the Articles and Sections and the Table of Contents are



inserted for convenience of reference only and are not a part of these Regulations; (c) singular
may include plural and vice versa; and (d) a reference to any gender includes any other gender.

ARTICLE 1lI

Grant Account

Section 3.01. Grant Account. The amount of the Grant shall be credited to the
Grant Account and may be withdrawn therefrom in accordance with the provisions of the Grant
Agreement and these Regulations.

ARTICLE IV

Currency Provisions

Section 4.01. Denomination of the Grant. Except as ADB’s Board of Directors
may otherwise determine, the Grant shall be denominated in Dollar.

Section 4.02. Currency of Withdrawal and Purchase of Currencies. Except as
ADB and the Recipient shall otherwise agree, withdrawals from the Grant Account shall be
made in the currency in which the Grant is denominated. ADB shall, at the request and acting
as agent of the Recipient, use such currency to purchase the currencies in which the items of
expenditure to be financed out of the proceeds of the Grant has been paid or is payable.

ARTICLE V

Withdrawal of Grant Proceeds

Section 5.01. Withdrawal from the Grant Account. (a) Grant proceeds shall
be used only for the purposes of the Project. Subject to any conditions or restrictions specified
in the Grant Agreement, the Recipient shall be entitled to withdraw from the Grant Account such
amounts as shall have been paid or, if ADB shall so agree, such amounts as shall be required
to meet payments to be made, for the reasonable cost of goods, services and any other
expenditures required for the Project and to be financed under the Grant Agreement. If at any
time ADB determines that any amount of the Grant proceeds withdrawn from the Grant Account
has been used by the Recipient in a manner inconsistent with the provisions of the Grant
Agreement, the Recipient shall promptly refund such amount to ADB.

(b) Except as ADB and the Recipient shall otherwise agree, no withdrawals shall be
made on account of (i) expenditures incurred prior to the Effective Date; and (ii) expenditures in
the territory of any country which is not a member or for goods produced in, or services supplied
from, such territory. ADB may refuse to finance a contract where goods and services have not



been procured in accordance with procedures substantially in accordance with those agreed
between the Recipient and ADB or where the terms and conditions of the contract are not
satisfactory to ADB. If at any time ADB determines that any amount of the Grant proceeds
withdrawn from the Grant Account has been used by the Recipient to finance such contracts,
the Recipient shall promptly refund such amount to ADB.

Section 5.02. Commitment Letters by ADB. Upon the Recipient’s request, ADB
may issue commitment letters to pay amounts in respect of the cost of goods and services to be
financed under the Grant notwithstanding any subsequent suspension or cancellation.

Section 5.03. Application for Withdrawal. @ When the Recipient shall desire to
withdraw any amount from the Grant Account or to request ADB to issue commitment letters
pursuant to Section 5.02, the Recipient shall promptly deliver to ADB an application in such form
and containing such statements, representations, warranties and agreements, as ADB shall
reasonably request. Except as ADB and the Recipient shall otherwise agree, applications for
withdrawal, with the necessary documentation as hereinafter in this Article provided, shall be
made promptly in relation to expenditures for the Project.

Section 5.04. Evidence of Authority to Sign Applications. The Recipient shall
furnish to ADB sufficient evidence of the authority of the person or persons authorized to sign
applications for withdrawal and the authenticated specimen signature of each such person.

Section 5.05. Supporting Evidence. The Recipient shall furnish to ADB such
documents and other evidence in support of the application for withdrawal as ADB shall
reasonably request, whether before or after ADB shall have permitted any withdrawal requested
in the application.

Section 5.06. Sufficiency of Applications and Documents. Each application for
withdrawal and the accompanying documents and other evidence furnished in connection
therewith must be sufficient in form and substance to satisfy ADB that the Recipient is entitled to
withdraw from the Grant Account the amount applied for and that the amount to be withdrawn
from the Grant Account is to be used only for the purposes specified in the Grant Agreement.

Section 5.07. Payment by ADB. Payment by ADB of amounts which the
Recipient is entitled to withdraw from the Grant Account shall be made to or on the order of the
Recipient.

ARTICLE VI

Particular Covenants

Section 6.01. Cooperation and Information. (a) ADB and the Recipient shall
cooperate fully to ensure that the purposes of the Grant are accomplished. To that end, ADB
and the Recipient shall:

(i) from time to time, at the request of either one of them, exchange views
with regard to any matters relating to the progress of the Project, the
purposes of the Grant, the performance of their respective obligations



under the Grant Agreement and the performance by the Project
Executing Agency of its obligations under the Project Agreement, and
furnish to the other party all such related information as it shall reasonably
request; and

(i) promptly inform each other of any condition which interferes with, or
threatens to interfere with, the matters referred to in paragraph (a)(i)
above. In respect of Grants to a Recipient which is not a member, the
Recipient shall promptly inform ADB in advance of any proposed changes
in the ownership or control of the Recipient or its assets, or any
transaction or arrangement which will have or is likely to have such effect.

(b) Where the Recipient is a member, such member shall afford all reasonable
opportunity for ADB's representatives to visit any part of its territory for purposes related to the
Grant.

Section 6.02. Insurance. (a) The Recipient shall take out and maintain with
responsible insurers, or make other arrangements satisfactory to ADB for, insurance against
such risks and in such amounts as shall be consistent with sound practice. The Recipient shall
be deemed to have opted for self-insurance in the absence of any specific insurance for the
Project.

(b) Without limiting the generality of the foregoing, the Recipient undertakes to
insure, or cause to be insured, the goods to be imported for the Project and to be financed out
of the proceeds of the Grant against hazards incident to the acquisition, transportation and
delivery thereof to the place of use or installation, and for such insurance any indemnity shall be
payable in a currency freely usable to replace or repair such goods.

Section 6.03. Records, Financial Statements and Audits. The Recipient shall
maintain, or cause to be maintained, records and financial statements adequate to identify the
goods, services and other items of expenditure financed under the Project; to record the
progress of the Project (including the cost thereof); to reflect, in accordance with consistently
maintained sound financial reporting principles, the operations and financial condition of the
Project; and to have the financial statements audited. Related requirements shall be specified in
the Grant Agreement.

Section 6.04. Reports. (a) The Recipient shall furnish, or cause to be
furnished, to ADB all such reports as ADB shall reasonably request concerning: (i) the Grant,
and the expenditure of the proceeds and maintenance of the service thereof; (ii) the goods,
services and other items of expenditure financed out of the proceeds of the Grant; (iii) the
Project and the Project Executing Agency; (iv) the administration and operations of the
Recipient if not a member; and (v) any other matters relating to the purposes of the Grant.

(b) Without limiting the generality of the foregoing, the Recipient shall furnish to ADB
periodic reports on the execution of the Project, the accomplishment of the targets and actions
agreed between ADB and the Recipient, and the operation and management of the Project
facilities, if any. Such reports shall be submitted in such form and in such detail and within such
a period as ADB shall reasonably request, and shall indicate, among other things, progress
made and problems encountered during the period under review, steps taken or proposed to be
taken to remedy these problems, and proposed program of activities and expected progress
during the following period.



(c) Promptly after physical completion of the Project, but in any event not later than
three months thereafter or such later date as may be agreed for this purpose between the
Recipient and ADB, the Recipient shall prepare and furnish to ADB a report, in such form and in
such detail as ADB shall reasonably request, on the execution and initial operation of the
Project, including its cost, the performance by the Recipient of its obligations under the Grant
Agreement and the accomplishment of the purposes of the Grant.

Section 6.05. Counterpart Obligations and Land Acquisition. = The Recipient
shall make available, promptly as and when needed, the funds, facilities, services, land, and
other resources as shall be necessary or required, in addition to the proceeds of the Grant, for
the carrying out of the Project and for the operation and maintenance of any Project facilities.
The Recipient shall furnish to ADB, promptly at its request, evidence satisfactory to ADB that
such funds, facilities, services, land, and other resources are available for purposes related to
the Project.

Section 6.06. Work Schedules, Plans and Design Standards. The Recipient
shall cause the Project to be carried out in accordance with plans, design standards,
specifications, work schedules and construction methods acceptable to the Recipient and ADB,
as applicable. When required by ADB, the Recipient shall furnish, or cause to be furnished, to
ADB, promptly after their preparation, such plans, design standards, specifications and work
schedules, and any material modifications subsequently made therein, in such detail as ADB
shall reasonably request.

Section 6.07. General Undertakings. (a) The Recipient shall cause the
Project to be carried out with due diligence and efficiency and in conformity with sound
applicable financial, business and development practices. The Recipient shall in collaboration
with ADB ensure that the Project adheres to ADB policies on anticorruption, core labor
standards, environmental and social safeguards, gender, procurement and consulting services,
disbursement and such other policy specified in the Grant Agreement.

(b) The Recipient shall ensure that the activities of its departments and agencies
with respect to the carrying out of the Project and operation of any Project facilities are
conducted and coordinated in accordance with sound administrative policies and procedures.

Section 6.08. Contractors and Consultants. In the carrying out of the Project,
the Recipient shall cause competent and qualified consultants and contractors, acceptable to
the Recipient and ADB, to be employed to an extent and upon terms and conditions satisfactory
to the Recipient and ADB.

Section 6.09. Maintenance. The Recipient shall ensure that any facilities relevant
to the Project are operated, maintained and repaired in accordance with sound operational and
maintenance practices. The Recipient shall promptly as needed, make or cause to be made all
necessary repairs and renewals thereof.



ARTICLE VII

Exemption from Taxation

Section 7.01. Exemption from Taxation. (a) Where the Recipient is a member,
such member shall ensure that the Grant Agreement and the Project Agreement are exempt
from any taxes levied by, or in the territory of, such member on or in connection with the
execution, delivery or registration thereof.

(b)

Where the Recipient is not a member, the Recipient shall obtain from the

member in whose territory the Project is to be carried out, and furnish to ADB, prior to the
Effective Date, evidence satisfactory to ADB, that the Grant Agreement and the Project
Agreement will be exempt from any taxes levied by, or in the territory of, such member on or in
connection with the execution, delivery or registration thereof.

ARTICLE VIl

Suspension and Cancellation

Section 8.01. Suspension by ADB. If any of the following events shall have
occurred at any time after the date of the Grant Agreement and be continuing, ADB may, by
notice to the Recipient, suspend in whole or in part the right of the Recipient to make
withdrawals from the Grant Account:

(@)

The Recipient shall have failed to make payment of principal, interest charge or
any other charge required (i) under any loan agreement or guarantee agreement
with ADB; or (ii) in consequence of any guarantee or other financial obligation of
any kind extended by ADB to any third party with the agreement of the Recipient.

The Recipient shall have failed to perform any of its obligations under the Grant
Agreement.

The Project Executing Agency shall have failed to perform any of its obligations
under the Project Agreement.

ADB shall have suspended in whole or in part the right of the Recipient to make
withdrawals under any other grant agreement or any loan agreement with ADB
because of a failure by the Recipient to perform any of its obligations under such
grant agreement or loan agreement or any related guarantee agreement with
ADB.

A situation shall have arisen or developed which in the reasonable opinion of
ADB will or may make it improbable that (i) the Project can be successfully
carried out; or (ii) the Recipient or the Project Executing Agency will be able to
perform any of its obligations under the Grant Agreement or the Project
Agreement.



(f) The member in whose territory the Project is to be carried out shall have been
suspended from membership in, or ceased to be a member of, ADB, or shall
have delivered a notice to withdraw from ADB.

(9) A representation made by the Recipient in, or pursuant to, the Grant Agreement
or any statement furnished in connection therewith and intended to be relied
upon by ADB in making the Grant, shall have been incorrect in any material
respect, or, where the Recipient is not a member, any material adverse change
in the condition of the Recipient as so represented by the Recipient shall have
occurred in the reasonable opinion of ADB.

(h) Where the Recipient is not a member, the member in whose territory the Project
is to be carried out or any other authority having jurisdiction shall have taken any
action for the dissolution or disestablishment of the Recipient, the alienation or
transfer of any of its assets other than in the normal course of business, or for the
suspension of its operations.

(i) Any authority having jurisdiction shall have taken any action for the dissolution or
disestablishment of the Project Executing Agency, the alienation or transfer of
any of its assets other than in the normal course of business, or for the
suspension of its operations.

() ADB shall have determined, with respect to any contract to be financed in full or
in part out of the proceeds of the Grant, that corrupt, fraudulent, collusive or
coercive practices, as determined by ADB, were engaged in by representatives
of the Recipient or any beneficiary of the Grant during the procurement of goods
and services, consultants’ selection or the execution of a contract, without the
Recipient having taken timely and appropriate action satisfactory to ADB to
remedy the situation; or ADB shall have determined that the procurement of any
goods or services to be financed out of the proceeds of the Grant is inconsistent
with the relevant procedure set out in the Grant Agreement.

(k) Any other event specified in the Grant Agreement for the purposes of this Section
shall have occurred.

The right of the Recipient to make withdrawals from the Grant Account shall continue to be
suspended in whole or in part, as the case may be, until the event which gave rise to such
suspension shall have, in the reasonable opinion of ADB, ceased to exist or until ADB shall
have notified the Recipient that the right to make withdrawals has been restored in whole or in
part, whichever is the earlier.

Section 8.02. Cancellation by ADB. If (a) the right of the Recipient to make
withdrawals from the Grant Account shall have been suspended with respect to any amount of
the Grant for a continuous period of 30 days; (b) at any time ADB determines, after consultation
with the Recipient, that any amount of the Grant will not be required for the purposes of the
Project; (c) by the date specified in the Grant Agreement as the Grant Closing Date, an amount
of the Grant shall remain unwithdrawn from the Grant Account; (d) at any time ADB determines,
with respect to any contract to be financed in full or in part out of the proceeds of the Grant, that
corrupt, fraudulent, collusive or coercive practices, as determined by ADB, were engaged in by
representatives of the Recipient or any beneficiary of the Grant during the procurement of
goods, works, services, consultants’ selection or the execution of a contract, without the



Recipient having taken timely and appropriate action satisfactory to ADB to remedy the
situation; or (e) at any time, ADB determines that the procurement of any goods or services to
be financed out of the proceeds of the Grant is inconsistent with the relevant procedure set out
in the Grant Agreement, ADB may, by notice to the Recipient, terminate the right of the
Recipient to make withdrawals with respect to such amount, contract or procurement. Upon the
giving of such notice, the relevant amount of the Grant shall be cancelled.

Section 8.03. Cancellation by the Recipient.  After consultation with ADB, the
Recipient may, by notice to ADB, cancel any amount of the Grant which the Recipient shall not
have withdrawn prior to the giving of such notice.

Section 8.04. Amounts Subject to Commitment Letters. No suspension or
cancellation shall apply to amounts subject to any commitment letter issued by ADB pursuant to
Section 5.02 except as expressly provided in such commitment letter.

Section 8.05. Effectiveness of Provisions After Suspension or Cancellation.
Notwithstanding any cancellation or suspension, all the provisions of the Grant Agreement and
the Project Agreement shall continue in full force and effect except as specifically provided in
this Article.

ARTICLE IX

Effectiveness; Termination

Section 9.01. Conditions Precedent to Effectiveness. The Grant Agreement
shall not become effective until evidence satisfactory to ADB shall have been furnished to ADB
that:

(a) the execution and delivery of the Grant Agreement on behalf of the Recipient
have been duly authorized or ratified by all necessary corporate and
governmental action;

(b) where there is a Project Agreement, the execution and delivery of the Project
Agreement on behalf of the Project Executing Agency shall have been duly
authorized or ratified by all necessary corporate and governmental action;

(c) where the Recipient is not a member, the condition of the Recipient, as
represented to ADB at the date of the Grant Agreement, has undergone no
material adverse change between such date and the date agreed upon between
the Recipient and ADB for the purposes of this Section, provided that ADB shall
have requested such evidence;

(d) where the Recipient is not a member, the requirements in Section 7.01(b) have
been fulfilled; and

(e) all other events specified in the Grant Agreement as additional conditions to its
effectiveness have occurred.



Section 9.02. Legal Opinions.  As part of the evidence to be furnished pursuant
to Section 9.01, the Recipient shall furnish, or cause to be furnished, to ADB an opinion or
opinions satisfactory to ADB of counsel acceptable to ADB showing:

() on behalf of the Recipient, that the Grant Agreement has been duly authorized or
ratified by, and executed and delivered on behalf of, the Recipient and is legally
binding upon the Recipient in accordance with its terms;

(b) on behalf of the Project Executing Agency where there is a Project Agreement,
that the Project Agreement has been duly authorized or ratified by, and executed
and delivered on behalf of, the Project Executing Agency and is legally binding
upon the Project Executing Agency in accordance with its terms; and

(c) such other matters as shall be specified in the Grant Agreement.

Section 9.03. Effective Date. (a) Except as ADB and the Recipient shall
otherwise agree, the Grant Agreement shall come into force and effect on the date of ADB’s
notice to the Recipient of its acceptance of the evidence required by Section 9.01.

(b) If, before the Effective Date, any event shall have occurred which would have
entitled ADB to suspend the right of the Recipient to make withdrawals from the Grant Account
if the Grant Agreement had been effective, ADB may postpone the dispatch of the notice
referred to in paragraph (a) of this Section until such event shall have ceased to exist.

Section 9.04. Termination for Failure to Become Effective. If the Grant
Agreement shall not have come into force and effect by the date specified in the Grant
Agreement for the purposes of this Section, the Grant Agreement and all obligations of the
parties thereunder shall terminate, unless ADB, after consideration of the reasons for the delay,
shall establish a later date for the purposes of this Section. ADB shall promptly notify the
Recipient of such later date.

ARTICLE X

Enforceability; Failure to Exercise Rights; Arbitration

Section 10.01. Enforceability. (a) The rights and obligations of ADB and the
Recipient under the Grant Agreement shall be valid and enforceable in accordance with their
terms and, where the Recipient is a member, notwithstanding the law of any state or political or
administrative subdivision thereof to the contrary.

(b) Neither ADB nor the Recipient shall be entitled in any proceeding under this
Article to assert any claim that any provision of the Grant Agreement is invalid or unenforceable
because of any provision of the Articles of Agreement Establishing the Asian Development Bank
or for any other reason.

Section 10.02. Failure to Exercise Rights. No delay in exercising, or omission to

exercise, any right, power or remedy accruing to either party under the Grant Agreement upon
any default shall impair any such right, power or remedy, or be construed to be a waiver thereof
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or an acquiescence in any such default; nor shall the action of such party in respect of any
default, or any acquiescence in any default, affect or impair any right, power or remedy of such
party in respect of any other or subsequent default.

Section 10.03.  Arbitration. (a) Any controversy between the parties to the
Grant Agreement and any claim by any such party against any other such party arising under
the Grant Agreement which shall not be settled by agreement of the parties shall be submitted
to arbitration by an Arbitral Tribunal as hereinafter provided.

(b) The parties to such arbitration shall be ADB on the one side, and the Recipient
on the other side.

(c) The Arbitral Tribunal shall consist of three arbitrators appointed as follows: one
arbitrator shall be appointed by ADB; a second arbitrator shall be appointed by the Recipient;
and the third arbitrator (hereinafter sometimes called the Umpire) shall be appointed by
agreement of the parties or, if they shall not agree, by the President of the International Court of
Justice or, failing appointment by him, by the Secretary-General of the United Nations. If either
side shall fail to appoint an arbitrator, the Umpire shall appoint such arbitrator. In case any
arbitrator appointed in accordance with this Section shall resign, die or become unable to act, a
successor arbitrator shall be appointed in the same manner as herein prescribed for the
appointment of the original arbitrator and such successor shall have all the powers and duties of
such original arbitrator.

(d) An arbitration proceeding may be instituted under this Section upon notice by the
party instituting such proceeding to the other party or parties. Such notice shall contain a
statement setting forth the nature of the controversy or claim to be submitted to arbitration, the
nature of the relief sought and the name of the arbitrator appointed by the party instituting such
proceeding. Within 30 days after the giving of such notice, the other party or parties shall notify
the party instituting the proceeding of the name of the arbitrator appointed by such other party or
parties.

(e) If within 60 days after the giving of the notice instituting the arbitration proceeding
the parties shall not have agreed upon an Umpire, any party may request the appointment of an
Umpire as provided in paragraph (c) of this Section.

(f) The Arbitral Tribunal shall convene at such time and place as shall be fixed by
the Umpire. Thereafter, the Arbitral Tribunal shall determine where and when it shall sit.

(9) The law to be applied by the Arbitral Tribunal shall be public international law, the
sources of which shall be taken for these purposes to include:

(i) any relevant treaty obligations that are binding reciprocally on the parties;
(ii) the provisions of any international conventions and treaties (whether or
not binding directly as such on the parties) generally recognized as

having codified or ripened into binding rules of customary law applicable
to states and international institutions, as appropriate;
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(iii) other forms of international custom, including the practice of states and
international institutions of such generality, consistency and duration as to
create legal obligations; and

(iv) applicable general principles of law.

(h) Subject to the provisions of this Section and except as the parties shall otherwise
agree, the Arbitral Tribunal shall decide all questions relating to its competence and shall
determine its procedure. All decisions of the Arbitral Tribunal shall be by majority vote.

(i) The Arbitral Tribunal shall afford to all parties a fair hearing and shall render its
award in writing. Such award may be rendered by default. An award signed by a majority of the
Arbitral Tribunal shall constitute the award of such Arbitral Tribunal. A signed counterpart of the
award shall be transmitted to each party. Any such award rendered in accordance with the
provisions of this Section shall be final and binding upon the parties to the Grant Agreement.
Each party shall abide by and comply with any such award rendered by the Arbitral Tribunal in
accordance with the provisions of this Section.

() The parties shall fix the amount of the remuneration of the arbitrators and such
other persons as shall be required for the conduct of the arbitration proceedings. If the parties
shall not agree on such amount before the Arbitral Tribunal shall convene, the Arbitral Tribunal
shall fix such amount as shall be reasonable under the circumstances. Each party shall defray
its own expenses in the arbitration proceedings. The costs of the Arbitral Tribunal shall be
divided between and borne equally by ADB on the one side, and the Recipient on the other
side. The Arbitral Tribunal shall determine any question concerning the division of the costs of
the Arbitral Tribunal or the procedure for payment of such costs.

(k) The provisions for arbitration set forth in this Section shall be in lieu of any other
procedure for the settlement of controversies between the parties to the Grant Agreement, and
any claim by either party against the other such party arising thereunder.

) If within 30 days after the counterparts of the award have been delivered to the
parties the award shall not be complied with, any party may enter judgment upon, or institute a
proceeding to enforce, the award in any court of competent jurisdiction against any other party,
and may enforce such judgment by execution or may pursue any other appropriate remedy
against such other party for the enforcement of the award and the provisions of the Grant
Agreement. Notwithstanding the foregoing, this Section shall not authorize any entry of
judgment or enforcement of the award against any party that is a member except as such
procedure may be available otherwise than by reason of the provisions of this Section.

(m)  Service of any notice or process in connection with any proceeding under this
Section or (to the extent that such remedy shall be available) in connection with any proceeding
to enforce any award rendered pursuant to this Section may be made in the manner provided in
Section 11.01. The parties to the Grant Agreement waive any and all other requirements for the
service of any such notice or process.
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ARTICLE XI

Miscellaneous Provisions

Section 11.01. Notices and Requests. Any notice or request required or
permitted to be given or made under the Grant Agreement, and any other agreement between
any of the parties contemplated by the Grant Agreement, shall be in writing. Except as
otherwise provided in Section 9.03 such notice or request shall be deemed to have been duly
given or made when it shall be delivered by hand or by mail, facsimile or electronic mail to the
party to which it is required or permitted to be given or made at such party's address specified in
the Grant Agreement or at such other address as such party shall have designated by notice to
the party giving such notice or making such request.

Section 11.02.  Authority to Take Action. Any action required or permitted to be
taken, and any documents required or permitted to be executed, under the Grant Agreement, on
behalf of the Recipient, may be taken or executed by the representative of the Recipient
designated in the Grant Agreement for the purposes of this Section or any person thereunto
authorized in writing by such representative. Any modification of the provisions of the Grant
Agreement may be agreed to on behalf of the Recipient, by written instrument executed on
behalf of the Recipient by the representative so designated or any person authorized in writing
by such representative; provided that, in the opinion of such representative or other person,
such modification is reasonable in the circumstances and will not substantially increase the
obligations of the Recipient under the Grant Agreement. ADB may accept the execution by such
representative or other person of any such instrument as conclusive evidence that in the opinion
of such representative or other person any modification of the provisions of the Grant
Agreement effected by such instrument is reasonable in the circumstances and will not
substantially increase the obligations of the Recipient thereunder.

Section 11.03.  Evidence of Authority. The Recipient shall furnish to ADB
sufficient evidence of the authority of the person or persons who will, on behalf of the Recipient,
take any action or execute any documents required or permitted to be taken or executed by the
Recipient under the Grant Agreement and the authenticated specimen signature of each such
person.

Section 11.04.  Execution in Counterparts. The Grant Agreement may be
executed in several counterparts, each of which shall be an original.
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EXTERNALLY FINANCED GRANT REGULATIONS

DATED 1 JANUARY 2017

ARTICLE I

Purpose; Application to Grant Agreements

Section 1.01. Purpose. The purpose of these Regulations is to set forth certain
terms and conditions generally applicable to grants financed from trust funds and other external
sources and administered by ADB.

Section 1.02. Application of Regulations.  Any grant agreement between ADB
and a Recipient relating to a grant financed from a trust fund or other external sources and
administered by ADB may provide that the parties thereto accept the provisions of these
Regulations. To the extent so provided in any such agreement, these Regulations shall apply
and shall govern the rights and obligations of the parties thereto with the same force and effect
as if they were fully set forth therein. No revocation or amendment of these Regulations shall be
effective in respect of any such agreement unless the parties shall so agree in writing.

Section 1.03. Inconsistency with Grant Agreement. If any provision of a grant

agreement is inconsistent with a provision of these Regulations, the provision of the grant
agreement shall govern.

ARTICLE Il
Definitions; Interpretation
Section 2.01. Definitions. Except where the context otherwise requires, the

following terms have the following meanings wherever used in these Regulations or in a grant
agreement to which these Regulations have been made applicable:

(a) “ADB” means Asian Development Bank;

(b) “assets” includes property, revenues and claims of any kind;

(c) “currency” of a country or a territory means such currency as at the time referred
to is legal tender for the payment of public and private debts in that country or
territory;

(d) “Dollar” or the sign “$” each means the lawful currency of the United States of
America;

(e) “Effective Date” means the date on which the Grant Agreement shall have come

into force and effect pursuant to Section 9.03;



) “Fund” means a trust fund or other financing provided by a bilateral, multilateral
and/or other donor and administered by ADB,;

(9) “Grant” means the grant provided for in the Grant Agreement for a Project;

(h) “Grant Account” means the account opened or to be opened by ADB on its books
in the name of the Recipient to which the amount of the Grant has been or will be
credited;

(i) “‘Grant Agreement” means the particular grant agreement to which these

Regulations shall have been made applicable, as such agreement may be
amended from time to time; and such term includes these Regulations as thus
made applicable, all agreements supplementary to the Grant Agreement and all
schedules to the Grant Agreement;

) “Grant Closing Date” means the date specified in the Grant Agreement after
which ADB may terminate the right of the Recipient to make any withdrawals
from the Grant Account, or such other date as may be agreed between ADB and
the Recipient for such purpose;

(k) ‘member” means a member of ADB;

) “Project” means the project for which ADB has agreed to make the Grant, as
described in the Grant Agreement and as such description may be amended
from time to time by agreement between ADB and the Recipient;

(m)  “Project Agreement” means the project agreement, if any, between ADB and the
Project Executing Agency, being the Project Agreement referred to in the Grant
Agreement, as such agreement may be amended from time to time; and such
term includes all agreements supplementary to the Project Agreement and all
schedules to the Project Agreement;

(n) “Project Executing Agency” means any entity responsible for the carrying out of
the Project as specified in the Grant Agreement;

(0) “‘Recipient” means the party to the Grant Agreement to which ADB has agreed to
provide the Grant; and

(p) “taxes” includes imposts, levies, fees and duties of any nature, whether in effect
at the date of the Grant Agreement or thereafter imposed.

Section 2.02. Interpretation. Except where the context otherwise requires, (a)
references in these Regulations to Articles or Sections are to Articles or Sections of these
Regulations; (b) the headings of the Articles and Sections and the Table of Contents are
inserted for convenience of reference only and are not a part of these Regulations; (c) singular
may include plural and vice versa; and (d) a reference to any gender includes any other gender.



ARTICLE lll

Grant Account

Section 3.01. Grant Account. The amount of the Grant shall be credited to the
Grant Account and may be withdrawn therefrom in accordance with the provisions of the Grant
Agreement and these Regulations. An administration fee and any other charges in connection
with the administration by ADB of the relevant Fund may be withdrawn from the Grant Account
in accordance with the provisions of the Grant Agreement.

ARTICLE IV

Currency Provisions

Section 4.01. Denomination of the Grant. Except as ADB’s Board of Directors
may otherwise determine, the Grant shall be denominated in Dollar.

Section 4.02. Currency of Withdrawal and Purchase of Currencies. Except as
ADB and the Recipient shall otherwise agree, withdrawals from the Grant Account shall be
made in the currency in which the Grant is denominated. ADB shall, at the request and acting
as agent of the Recipient, use such currency to purchase the currencies in which the items of
expenditure to be financed out of the proceeds of the Grant has been paid or is payable.

ARTICLE V

Withdrawal of Grant Proceeds

Section 5.01. Withdrawal from the Grant Account. (a) Grant proceeds shall
be used only for the purposes of the Project. Subject to any conditions or restrictions specified
in the Grant Agreement, the Recipient shall be entitled to withdraw from the Grant Account such
amounts as shall have been paid or, if ADB shall so agree, such amounts as shall be required
to meet payments to be made, for the reasonable cost of goods, services and any other
expenditures required for the Project and to be financed under the Grant Agreement. If at any
time ADB determines that any amount of the Grant proceeds withdrawn from the Grant Account
has been used by the Recipient in a manner inconsistent with the provisions of the Grant
Agreement, the Recipient shall promptly refund such amount to ADB.

(b) Except as ADB and the Recipient shall otherwise agree, no withdrawals shall be
made on account of (i) expenditures incurred prior to the Effective Date; and (ii) expenditures in
the territory of any country which is not a member or for goods produced in, or services supplied
from, such territory. ADB may refuse to finance a contract where goods and services have not
been procured in accordance with procedures substantially in accordance with those agreed
between the Recipient and ADB or where the terms and conditions of the contract are not
satisfactory to ADB. If at any time ADB determines that any amount of the Grant proceeds



withdrawn from the Grant Account has been used by the Recipient to finance such contracts,
the Recipient shall promptly refund such amount to ADB.

Section 5.02. Commitment Letters by ADB. Upon the Recipient’s request, ADB
may issue commitment letters to pay amounts in respect of the cost of goods and services to be
financed under the Grant notwithstanding any subsequent suspension or cancellation.

Section 5.03. Application for Withdrawal. @ When the Recipient shall desire to
withdraw any amount from the Grant Account or to request ADB to issue commitment letters
pursuant to Section 5.02, the Recipient shall promptly deliver to ADB an application in such form
and containing such statements, representations, warranties and agreements, as ADB shall
reasonably request. Except as ADB and the Recipient shall otherwise agree, applications for
withdrawal, with the necessary documentation as hereinafter in this Article provided, shall be
made promptly in relation to expenditures for the Project.

Section 5.04. Evidence of Authority to Sign Applications. The Recipient shall
furnish to ADB sufficient evidence of the authority of the person or persons authorized to sign
applications for withdrawal and the authenticated specimen signature of each such person.

Section 5.05. Supporting Evidence. The Recipient shall furnish to ADB such
documents and other evidence in support of the application for withdrawal as ADB shall
reasonably request, whether before or after ADB shall have permitted any withdrawal requested
in the application.

Section 5.06. Sufficiency of Applications and Documents. Each application for
withdrawal and the accompanying documents and other evidence furnished in connection
therewith must be sufficient in form and substance to satisfy ADB that the Recipient is entitled to
withdraw from the Grant Account the amount applied for and that the amount to be withdrawn
from the Grant Account is to be used only for the purposes specified in the Grant Agreement.

Section 5.07. Payment by ADB. Payment by ADB of amounts which the
Recipient is entitled to withdraw from the Grant Account shall be made to or on the order of the
Recipient.

ARTICLE VI

Particular Covenants

Section 6.01. Cooperation and Information. (a) ADB and the Recipient shall
cooperate fully to ensure that the purposes of the Grant are accomplished. To that end, ADB
and the Recipient shall:

(i) from time to time, at the request of either one of them, exchange views
with regard to any matters relating to the progress of the Project, the
purposes of the Grant, the performance of their respective obligations
under the Grant Agreement and the performance by the Project
Executing Agency of its obligations under the Project Agreement, and



furnish to the other party all such related information as it shall reasonably
request; and

(i) promptly inform each other of any condition which interferes with, or
threatens to interfere with, the matters referred to in paragraph (a)(i)
above. In respect of Grants to a Recipient which is not a member, the
Recipient shall promptly inform ADB in advance of any proposed changes
in the ownership or control of the Recipient or its assets, or any
transaction or arrangement which will have or is likely to have such effect.

(b) Where the Recipient is a member, such member shall afford all reasonable
opportunity for ADB's representatives to visit any part of its territory for purposes
related to the Grant.

Section 6.02. Insurance. (a) The Recipient shall take out and maintain with
responsible insurers, or make other arrangements satisfactory to ADB for, insurance against
such risks and in such amounts as shall be consistent with sound practice. The Recipient shall
be deemed to have opted for self-insurance in the absence of any specific insurance for the
Project.

(b) Without limiting the generality of the foregoing, the Recipient undertakes to
insure, or cause to be insured, the goods to be imported for the Project and to be financed out
of the proceeds of the Grant against hazards incident to the acquisition, transportation and
delivery thereof to the place of use or installation, and for such insurance any indemnity shall be
payable in a currency freely usable to replace or repair such goods.

Section 6.03. Records, Financial Statements and Audits. The Recipient shall
maintain, or cause to be maintained, records and financial statements adequate to identify the
goods, services and other items of expenditure financed under the Project; to record the
progress of the Project (including the cost thereof); to reflect, in accordance with consistently
maintained sound financial reporting principles, the operations and financial condition of the
Project; and to have the financial statements audited. Related requirements shall be specified in
the Grant Agreement.

Section 6.04. Reports. (a) The Recipient shall furnish, or cause to be
furnished, to ADB all such reports as ADB shall reasonably request concerning: (i) the Grant,
and the expenditure of the proceeds thereof; (ii) the goods, services and other items of
expenditure financed out of the proceeds of the Grant; (iii) the Project and the Project Executing
Agency; (iv) the administration and operations of the Recipient if not a member; and (v) any
other matters relating to the purposes of the Grant.

(b) Without limiting the generality of the foregoing, the Recipient shall furnish to ADB
periodic reports on the execution of the Project, the accomplishment of the targets and actions
agreed between ADB and the Recipient, and the operation and management of the Project
facilities, if any. Such reports shall be submitted in such form and in such detail and within such
a period as ADB shall reasonably request, and shall indicate, among other things, progress
made and problems encountered during the period under review, steps taken or proposed to be
taken to remedy these problems, and proposed program of activities and expected progress
during the following period.



(c) Promptly after physical completion of the Project, but in any event not later than
three months thereafter or such later date as may be agreed for this purpose between the
Recipient and ADB, the Recipient shall prepare and furnish to ADB a report, in such form and in
such detail as ADB shall reasonably request, on the execution of the Project, including its cost,
the performance by the Recipient of its obligations under the Grant Agreement and the
accomplishment of the purposes of the Grant.

Section 6.05. Counterpart Obligations and Land Acquisition. = The Recipient
shall make available, promptly as and when needed, the funds, facilities, services, land, and
other resources as shall be necessary or required, in addition to the proceeds of the Grant, for
the carrying out of the Project and for the operation and maintenance of any Project facilities.
The Recipient shall furnish to ADB, promptly at its request, evidence satisfactory to ADB that
such funds, facilities, services, land, and other resources are available for purposes related to
the Project.

Section 6.06. Work Schedules, Plans and Design Standards. The Recipient
shall cause the Project to be carried out in accordance with plans, design standards,
specifications, work schedules and construction methods acceptable to the Recipient and ADB,
as applicable. When required by ADB, the Recipient shall furnish, or cause to be furnished, to
ADB, promptly after their preparation, such plans, design standards, specifications and work
schedules, and any material modifications subsequently made therein, in such detail as ADB
shall reasonably request.

Section 6.07. General Undertakings. (a) The Recipient shall cause the
Project to be carried out with due diligence and efficiency and in conformity with sound
applicable financial, business and development practices. The Recipient shall in collaboration
with ADB ensure that the Project adheres to ADB policies on anticorruption, core labor
standards, environmental and social safeguards, gender, procurement and consulting services,
disbursement and such other policy specified in the Grant Agreement.

(b) The Recipient shall ensure that the activities of its departments and agencies
with respect to the carrying out of the Project and operation of any Project facilities are
conducted and coordinated in accordance with sound administrative policies and procedures.

Section 6.08. Contractors and Consultants. In the carrying out of the Project,
the Recipient shall cause competent and qualified consultants and contractors, acceptable to
the Recipient and ADB, to be employed to an extent and upon terms and conditions satisfactory
to the Recipient and ADB.

Section 6.09. Maintenance. The Recipient shall ensure that any facilities relevant
to the Project are operated, maintained and repaired in accordance with sound operational and
maintenance practices. The Recipient shall promptly as needed, make or cause to be made all
necessary repairs and renewals thereof.



ARTICLE VII

Exemption from Taxation

Section 7.01. Exemption from Taxation. (a) Where the Recipient is a
member, such member shall ensure that the Grant Agreement and the Project Agreement are
exempt from any taxes levied by, or in the territory of, such member on or in connection with the
execution, delivery or registration thereof.

(b)

Where the Recipient is not a member, the Recipient shall obtain from the

member in whose territory the Project is to be carried out, and furnish to ADB, prior to the
Effective Date, evidence satisfactory to ADB, that the Grant Agreement and the Project
Agreement will be exempt from any taxes levied by, or in the territory of, such member on or in
connection with the execution, delivery or registration thereof.

ARTICLE VIiI

Suspension and Cancellation

Section 8.01. Suspension by ADB. If any of the following events shall have
occurred at any time after the date of the Grant Agreement and be continuing, ADB may, by
notice to the Recipient, suspend in whole or in part the right of the Recipient to make
withdrawals from the Grant Account:

(@)

The Recipient shall have failed to make payment of principal, interest charge or
any other charge required (i) under any loan agreement or guarantee agreement
with ADB; or (ii) in consequence of any guarantee or other financial obligation of
any kind extended by ADB to any third party with the agreement of the Recipient.

The Recipient shall have failed to perform any of its obligations under the Grant
Agreement.

The Project Executing Agency shall have failed to perform any of its obligations
under the Project Agreement.

ADB shall have suspended in whole or in part the right of the Recipient to make
withdrawals under any other grant agreement or any loan agreement with ADB
because of a failure by the Recipient to perform any of its obligations under such
grant agreement or loan agreement or any related guarantee agreement with
ADB.

A situation shall have arisen or developed which in the reasonable opinion of
ADB will or may make it improbable that (i) the Project can be successfully
carried out; or (ii) the Recipient or the Project Executing Agency will be able to
perform any of its obligations under the Grant Agreement or the Project
Agreement.



(f) The member in whose territory the Project is to be carried out shall have been
suspended from membership in, or ceased to be a member of, ADB, or shall
have delivered a notice to withdraw from ADB.

(9) A representation made by the Recipient in, or pursuant to, the Grant Agreement
or any statement furnished in connection therewith and intended to be relied
upon by ADB in making the Grant, shall have been incorrect in any material
respect, or, where the Recipient is not a member, any material adverse change
in the condition of the Recipient as so represented by the Recipient shall have
occurred in the reasonable opinion of ADB.

(h) Where the Recipient is not a member, the member in whose territory the Project
is to be carried out or any other authority having jurisdiction shall have taken any
action for the dissolution or disestablishment of the Recipient, the alienation or
transfer of any of its assets other than in the normal course of business, or for the
suspension of its operations.

(i) Any authority having jurisdiction shall have taken any action for the dissolution or
disestablishment of the Project Executing Agency, the alienation or transfer of
any of its assets other than in the normal course of business, or for the
suspension of its operations.

() ADB shall have determined, with respect to any contract to be financed in full or
in part out of the proceeds of the Grant, that corrupt, fraudulent, collusive or
coercive practices, as determined by ADB, were engaged in by representatives
of the Recipient or any beneficiary of the Grant during the procurement of goods
and services, consultants’ selection or the execution of a contract, without the
Recipient having taken timely and appropriate action satisfactory to ADB to
remedy the situation; or ADB shall have determined that the procurement of any
goods or services to be financed out of the proceeds of the Grant is inconsistent
with the relevant procedure set out in the Grant Agreement.

(k) Any other event specified in the Grant Agreement for the purposes of this Section
shall have occurred.

The right of the Recipient to make withdrawals from the Grant Account shall continue to be
suspended in whole or in part, as the case may be, until the event which gave rise to such
suspension shall have, in the reasonable opinion of ADB, ceased to exist or until ADB shall
have notified the Recipient that the right to make withdrawals has been restored in whole or in
part, whichever is the earlier.

Section 8.02. Cancellation by ADB. If (a) the right of the Recipient to make
withdrawals from the Grant Account shall have been suspended with respect to any amount of
the Grant for a continuous period of 30 days; (b) at any time ADB determines, after consultation
with the Recipient, that any amount of the Grant will not be required for the purposes of the
Project; (c) by the date specified in the Grant Agreement as the Grant Closing Date, an amount
of the Grant shall remain unwithdrawn from the Grant Account; (d) at any time ADB determines,
with respect to any contract to be financed in full or in part out of the proceeds of the Grant, that
corrupt, fraudulent, collusive or coercive practices, as determined by ADB, were engaged in by
representatives of the Recipient or any beneficiary of the Grant during the procurement of
goods, works, services, consultants’ selection or the execution of a contract, without the



Recipient having taken timely and appropriate action satisfactory to ADB to remedy the
situation; or (e) at any time, ADB determines that the procurement of any goods or services to
be financed out of the proceeds of the Grant is inconsistent with the relevant procedure set out
in the Grant Agreement, ADB may, by notice to the Recipient, terminate the right of the
Recipient to make withdrawals with respect to such amount, contract or procurement. Upon the
giving of such notice, the relevant amount of the Grant shall be cancelled.

Section 8.03. Cancellation by the Recipient.  After consultation with ADB, the
Recipient may, by notice to ADB, cancel any amount of the Grant which the Recipient shall not
have withdrawn prior to the giving of such notice.

Section 8.04. Amounts Subject to Commitment Letters. No suspension or
cancellation shall apply to amounts subject to any commitment letter issued by ADB pursuant to
Section 5.02 except as expressly provided in such commitment letter.

Section 8.05. Effectiveness of Provisions After Suspension or Cancellation.
Notwithstanding any cancellation or suspension, all the provisions of the Grant Agreement and
the Project Agreement shall continue in full force and effect except as specifically provided in
this Article.

ARTICLE IX

Effectiveness; Termination

Section 9.01. Conditions Precedent to Effectiveness. The Grant Agreement
shall not become effective until evidence satisfactory to ADB shall have been furnished to ADB
that:

(a) the execution and delivery of the Grant Agreement on behalf of the Recipient
have been duly authorized or ratified by all necessary corporate and
governmental action;

(b) where there is a Project Agreement, the execution and delivery of the Project
Agreement on behalf of the Project Executing Agency shall have been duly
authorized or ratified by all necessary corporate and governmental action;

(c) where the Recipient is not a member, the condition of the Recipient, as
represented to ADB at the date of the Grant Agreement, has undergone no
material adverse change between such date and the date agreed upon between
the Recipient and ADB for the purposes of this Section, provided that ADB shall
have requested such evidence;

(d) where the Recipient is not a member, the requirements in Section 7.01(b) have
been fulfilled; and

(e) all other events specified in the Grant Agreement as additional conditions to its
effectiveness have occurred.



Section 9.02. Legal Opinions.  As part of the evidence to be furnished pursuant
to Section 9.01, the Recipient shall furnish, or cause to be furnished, to ADB an opinion or
opinions satisfactory to ADB of counsel acceptable to ADB showing:

() on behalf of the Recipient, that the Grant Agreement has been duly authorized or
ratified by, and executed and delivered on behalf of, the Recipient and is legally
binding upon the Recipient in accordance with its terms;

(b) on behalf of the Project Executing Agency where there is a Project Agreement,
that the Project Agreement has been duly authorized or ratified by, and executed
and delivered on behalf of, the Project Executing Agency and is legally binding
upon the Project Executing Agency in accordance with its terms; and

(c) such other matters as shall be specified in the Grant Agreement.

Section 9.03. Effective Date. (a) Except as ADB and the Recipient shall
otherwise agree, the Grant Agreement shall come into force and effect on the date of ADB’s
notice to the Recipient of its acceptance of the evidence required by Section 9.01.

(b) If, before the Effective Date, any event shall have occurred which would have
entitled ADB to suspend the right of the Recipient to make withdrawals from the Grant Account
if the Grant Agreement had been effective, ADB may postpone the dispatch of the notice
referred to in paragraph (a) of this Section until such event shall have ceased to exist.

Section 9.04. Termination for Failure to Become Effective. If the Grant
Agreement shall not have come into force and effect by the date specified in the Grant
Agreement for the purposes of this Section, the Grant Agreement and all obligations of the
parties thereunder shall terminate, unless ADB, after consideration of the reasons for the delay,
shall establish a later date for the purposes of this Section. ADB shall promptly notify the
Recipient of such later date.

ARTICLE X

Enforceability; Failure to Exercise Rights; Arbitration

Section 10.01. Enforceability. (a) The rights and obligations of ADB and the
Recipient under the Grant Agreement shall be valid and enforceable in accordance with their
terms and, where the Recipient is a member, notwithstanding the law of any state or political or
administrative subdivision thereof to the contrary.

(b) Neither ADB nor the Recipient shall be entitled in any proceeding under this
Article to assert any claim that any provision of the Grant Agreement is invalid or unenforceable
because of any provision of the Articles of Agreement Establishing the Asian Development Bank
or for any other reason.

Section 10.02. Failure to Exercise Rights. No delay in exercising, or omission to

exercise, any right, power or remedy accruing to either party under the Grant Agreement upon
any default shall impair any such right, power or remedy, or be construed to be a waiver thereof
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or an acquiescence in any such default; nor shall the action of such party in respect of any
default, or any acquiescence in any default, affect or impair any right, power or remedy of such
party in respect of any other or subsequent default.

Section 10.03.  Arbitration. (a) Any controversy between the parties to the
Grant Agreement and any claim by any such party against any other such party arising under
the Grant Agreement which shall not be settled by agreement of the parties shall be submitted
to arbitration by an Arbitral Tribunal as hereinafter provided.

(b) The parties to such arbitration shall be ADB on the one side, and the Recipient
on the other side.

(c) The Arbitral Tribunal shall consist of three arbitrators appointed as follows: one
arbitrator shall be appointed by ADB; a second arbitrator shall be appointed by the Recipient;
and the third arbitrator (hereinafter sometimes called the Umpire) shall be appointed by
agreement of the parties or, if they shall not agree, by the President of the International Court of
Justice or, failing appointment by him, by the Secretary-General of the United Nations. If either
side shall fail to appoint an arbitrator, the Umpire shall appoint such arbitrator. In case any
arbitrator appointed in accordance with this Section shall resign, die or become unable to act, a
successor arbitrator shall be appointed in the same manner as herein prescribed for the
appointment of the original arbitrator and such successor shall have all the powers and duties of
such original arbitrator.

(d) An arbitration proceeding may be instituted under this Section upon notice by the
party instituting such proceeding to the other party or parties. Such notice shall contain a
statement setting forth the nature of the controversy or claim to be submitted to arbitration, the
nature of the relief sought and the name of the arbitrator appointed by the party instituting such
proceeding. Within 30 days after the giving of such notice, the other party or parties shall notify
the party instituting the proceeding of the name of the arbitrator appointed by such other party or
parties.

(e) If within 60 days after the giving of the notice instituting the arbitration proceeding
the parties shall not have agreed upon an Umpire, any party may request the appointment of an
Umpire as provided in paragraph (c) of this Section.

(f) The Arbitral Tribunal shall convene at such time and place as shall be fixed by
the Umpire. Thereafter, the Arbitral Tribunal shall determine where and when it shall sit.

(9) The law to be applied by the Arbitral Tribunal shall be public international law, the
sources of which shall be taken for these purposes to include:

(i) any relevant treaty obligations that are binding reciprocally on the parties;
(ii) the provisions of any international conventions and treaties (whether or
not binding directly as such on the parties) generally recognized as

having codified or ripened into binding rules of customary law applicable
to states and international institutions, as appropriate;
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(iii) other forms of international custom, including the practice of states and
international institutions of such generality, consistency and duration as to
create legal obligations; and

(iv) applicable general principles of law.

(h) Subject to the provisions of this Section and except as the parties shall otherwise
agree, the Arbitral Tribunal shall decide all questions relating to its competence and shall
determine its procedure. All decisions of the Arbitral Tribunal shall be by majority vote.

(i) The Arbitral Tribunal shall afford to all parties a fair hearing and shall render its
award in writing. Such award may be rendered by default. An award signed by a majority of the
Arbitral Tribunal shall constitute the award of such Arbitral Tribunal. A signed counterpart of the
award shall be transmitted to each party. Any such award rendered in accordance with the
provisions of this Section shall be final and binding upon the parties to the Grant Agreement.
Each party shall abide by and comply with any such award rendered by the Arbitral Tribunal in
accordance with the provisions of this Section.

() The parties shall fix the amount of the remuneration of the arbitrators and such
other persons as shall be required for the conduct of the arbitration proceedings. If the parties
shall not agree on such amount before the Arbitral Tribunal shall convene, the Arbitral Tribunal
shall fix such amount as shall be reasonable under the circumstances. Each party shall defray
its own expenses in the arbitration proceedings. The costs of the Arbitral Tribunal shall be
divided between and borne equally by ADB on the one side, and the Recipient on the other
side. The Arbitral Tribunal shall determine any question concerning the division of the costs of
the Arbitral Tribunal or the procedure for payment of such costs.

(k) The provisions for arbitration set forth in this Section shall be in lieu of any other
procedure for the settlement of controversies between the parties to the Grant Agreement, and
any claim by either party against the other such party arising thereunder.

) If within 30 days after the counterparts of the award have been delivered to the
parties the award shall not be complied with, any party may enter judgment upon, or institute a
proceeding to enforce, the award in any court of competent jurisdiction against any other party,
and may enforce such judgment by execution or may pursue any other appropriate remedy
against such other party for the enforcement of the award and the provisions of the Grant
Agreement. Notwithstanding the foregoing, this Section shall not authorize any entry of
judgment or enforcement of the award against any party that is a member except as such
procedure may be available otherwise than by reason of the provisions of this Section.

(m)  Service of any notice or process in connection with any proceeding under this
Section or (to the extent that such remedy shall be available) in connection with any
proceeding to enforce any award rendered pursuant to this Section may be made in the
manner provided in Section 11.01. The parties to the Grant Agreement waive any and all other
requirements for the service of any such notice or process.
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ARTICLE XI

Miscellaneous Provisions

Section 11.01. Notices and Requests. Any notice or request required or
permitted to be given or made under the Grant Agreement, and any other agreement between
any of the parties contemplated by the Grant Agreement, shall be in writing. Except as
otherwise provided in Section 9.03, such notice or request shall be deemed to have been duly
given or made when it shall be delivered by hand or by mail, facsimile or electronic mail to the
party to which it is required or permitted to be given or made at such party's address specified in
the Grant Agreement or at such other address as such party shall have designated by notice to
the party giving such notice or making such request.

Section 11.02.  Authority to Take Action. Any action required or permitted to be
taken, and any documents required or permitted to be executed, under the Grant Agreement, on
behalf of the Recipient, may be taken or executed by the representative of the Recipient
designated in the Grant Agreement for the purposes of this Section or any person thereunto
authorized in writing by such representative. Any modification of the provisions of the Grant
Agreement may be agreed to on behalf of the Recipient, by written instrument executed on
behalf of the Recipient by the representative so designated or any person authorized in writing
by such representative; provided that, in the opinion of such representative or other person,
such modification is reasonable in the circumstances and will not substantially increase the
obligations of the Recipient under the Grant Agreement. ADB may accept the execution by such
representative or other person of any such instrument as conclusive evidence that in the opinion
of such representative or other person any modification of the provisions of the Grant
Agreement effected by such instrument is reasonable in the circumstances and will not
substantially increase the obligations of the Recipient thereunder.

Section 11.03.  Evidence of Authority. The Recipient shall furnish to ADB
sufficient evidence of the authority of the person or persons who will, on behalf of the Recipient,
take any action or execute any documents required or permitted to be taken or executed by the
Recipient under the Grant Agreement and the authenticated specimen signature of each such
person.

Section 11.04.  Execution in Counterparts. The Grant Agreement may be
executed in several counterparts, each of which shall be an original.
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