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PROJECT AGREEMENT

PROJECT AGREEMENT dated 13 January 2009  between ASIAN
DEVELOPMENT BANK (“ADB") and BANK OF MALDIVES (“BML").

WHEREAS

(A) by a Loan Agreement of even date herewith between THE REPUBLIC
OF MALDIVES (the “Borrower”) and ADB, ADB has agreed to make to the Borrower a loan
in various currencies equivalent to four million five hundred seventy three thousand Specral
Drawing Rights (SDR 4,573,000) on the terms and conditions set forth in the Loan
Agreement, but only on the condition that a portion of the proceeds of the Loan be made -
available to BML and that BML agrees to undertake certain obllgatlons towards ADB as set

forth in this Project Agreement; and

_ (B) BML, in con3|deratlon of ADB entering into the Loan Agreement Wlth_ o
the Borrower, has agreed to undertake the obllgatlons set forth in this PrOJect Agreement

NOW THEREFORE the parties agree as fouo_ws;

ARTICLE |

Definitions

Section 1.01. Wherever used in this Project Agreement, unless the
context otherwise requires, the terms defined in the Loan Agreement and in the Loan
Regulations (as so defined) have the respective meanings therein set forth, except that for
purposes of this Project Agreement, the term "the Project” means subcomponent 1 of
Component B of the Project, as described in Schedule 1 to the Loan Agreement.

ARTICLE [I

Subloans

' Section 2.01. - (a) Except as ADB may otherwise agree, the
proceeds of each part of the Loan shall be used only for making a subloan to the Qualified
Enterprise in respect of which such part of the Loan was withdrawn from the Loan Account
and shall be applied exclusively to the cost of Goods, Works, consulting services and other
items of expenditure required to carry out the Quallﬂed PrOJect in respect of which such part

of the Loan was withdrawn.
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(b) Except as ADB may otherwise agree, all Goods, Works and consulting
services to be financed out of the proceeds of the Loan shall be procured in accordance with
the provisions of Schedule 4 to the Loan Agreement.

Section 2.02. (a) Whenever BML proposes to make a subloan in
an amount exceeding the equivalent of $80,000 or such other sum as shall from time to time
be agreed between ADB and the Borrower, the Borrower shall, before requesting a
withdrawal, submit to ADB an application for approval of such subloan. Such application
shall be in a form satisfactory to ADB and shall contain a description and appraisal of the
Qualified Project, the terms and conditions of the proposed subloan and such other
information as ADB shall reasonably request. A subloan shall be deemed to exceed the
equivalent of the amount specified in or agreed pursuant to this paragraph if the amount of
such subloan, when added to the amount of any other subloan or subloans previously made
or authorized for the same Qualified Project, exceeds the equivalent of the amount so
specified or agreed.

(b) BML shall furnish to ADB a statement, in a form satisfactory to ADB,
* describing the Qualified Projects and the terms and conditions of the subloans on a quarterly
basis.

: (o)) Except as ADB may otherwise agree, the applications and information
required by paragraphs (a) and (b) of this Section shall be submitted to ADB not later than 28
February 2011. : ' ‘ o

Section 2.03. Notwithstanding any other provision of this Project
Agreement, no withdrawals shall be made from the Loan Account for amounts expended for
the cost of a Qualified Project more than ninety (90) days prior to receipt by ADB either of the
application for approval of such Qualified Project pursuant to Section 2.02(a) of this Project
Agreement, or of the information required by Section 2.02(b) of this Project Agreement.

Section.2.04. (a) Each subloan shall carry interest at an
appropriate rate as indicated in the Subsidiary Loan Agreement between the Borrower and
BML and shall be made on terms whereby BML shall obtain, by a written agreement with the
Qualified Enterprise in form acceptable to ADB, rights adequate to protect the interests of the
Borrower, BML and ADB. : o

(b) Except as ADB may otherwise agree, the amortization schedule
applicable to each subloan (i) shall not extend beyond fifteen (15) years, including a grace
period not exceeding three (3) years, from the date when such subloan is approved or
authorized for withdrawals from the Loan Account pursuant to Section 2.02(a) or (b) of this
Project Agreement; and (ii) shall provide for approximately equal semiannual aggregate
payments of principal plus interest. ‘

Section 2.05. Without limiting the generality of the foregoing
provisions of Section 2.04 of this Project Agreement and in addition to any other provisions
which a prudent lender would request, each Onlending Agreement shall include provisions to
the effect that: ‘ '

() the Qualified Enterprise shall carry out and operate the Qualified -
Project with due diligence and efficiency and in accordance with sound



(i)

(i)

| _(iV)}

_(v) :

(vi).

'(vii)l |

administrative, financial, business and environmental practices,
including maintenance of adequate accounts and records;

the Goods, Works ‘and consulting services shall be procured following
procurement procedures, acceptable to ADB, which are (a) in
accordance with established private sector or commercial practices;
(b) appropriate under the circumstances; and (c) comply with the
provisions of ADB's Anticorruption Policy;

the Goods, Works and consulting services to be financed out of the
proceeds of the Loan shall be used exclusrvely in the carrying out of
the Qualified Project;

- ADB and BML shall each have the right to inspect such Goods and
Works, the Qualified Enterprise, the Qualified Project and any relevant
_, records and documents ‘ _ :

the Quallfled Enterpnse shall take out and marntaln wrth respon3|ble

insurers insurance against such risks and in such amounts as shall be -
consistent with sound business practice, and without any limitation

- upon the foregoing, such insurance shall cover hazards incident to the.
- acquisition, transportation and delivery of Goods financed out of the

proceeds of the Loan to the place of use or installation, and for such

- insurance any indemnity shall be payable ina currency freely usable to
_ replace or repair such Goods;

'- 'ADB and BML shall each be entrtled to obtain all such mformatron as.

each shall reasonably request relating to the subloan, the Goods,

;A'Works and consulting services financed out of the proceeds of the -
- Loan, the Qualified Project, the Quahfled Enterprise and other related
matters and

BML.shalI be entitled to suspend or terminate further access by the
Qualified Enterprise to the use of the proceeds of the Loan upon failure
by the Qualified Enterprise to. perform its obligations under its -
agreement with BML.

. Section 2.06. BML shall promptly and effectively exercise its rignts in,'
relation to each Qualified Project in accordance with the standards of a prudent lender and in
~such manner as to protect the interests of the Borrower, BML and ADB.



ARTICLE Il

Particular Covenants

Section 3.01. (a) BML shall carry out the Project with due
diligence and efficiency and in conformity with sound banking, administrative, financial,
engineering, environmental and business practices. :

(b) in the carrying out of the Project and in the conduct of its business,
BML shall perform all the obligations set forth in the Loan Agreement, to the extent that they
are applicable to BML, and all obligations set forth in the Schedule to this Project Agreement.

(c) BML shall notify ADB of any proposal to substantially amend, suspend

or repeal any provision of its Memorandum and Articles, and shall afford ADB and adequate

opportunity to comment on such proposal prior to taking any action thereon.

Section 3.02. - BML shall not make a subloan to any Qualified’
Enterprise unless such Qualified Enterprise has at its disposal, or has made appropriate
arrangements to obtain as and when required all funds, including adequate working capital,
and other resources which are required by such Qualified Enterprise for the carrying of its
Qualified Project in respect of which the subloan is to be made: '

Section 3.03. BML shall maintain records and accounts adequvate to

record the progress of the Project and of each Qualified Project (including the cost thereof)

and to reflect, in accordance with consistently maintained sound accounting principles, the
operations and financial condition of BML.

~ Section 3.04. (a) ADB and BML shall cooperate fully to ensure
that the purposes of the Loan will be accomplished. ‘

- (b) BML shall promptly inform ADB of any condition which interferes with,
or threatens to interfere with, the progress of the Project, the performance of its obligations
under this Project Agreement or the Subsidiary Loan Agreement, or the accomplishment of
the purposes of the Loan. : '

(c) ADB and BML shall from time to time, at the request of either party,
exchange views through their representatives with regard to any matters relating to the
Project, BML and the Loan.

4 Section 3.05. (a) BML shall furnish to ADB all such reports and
information as ADB shall reasonably request concerning (i) the Loan and the expenditure of
the proceeds thereof; (i) the Project; (iii) the Qualified Enterprises, the Qualified Projects and
the subloans; (iv) the administration, operations and financial condition of BML; and (v) any
other matters relating to the purposes of the Loan.

(b) Without limiting the generality of the foregoing, BML shall furnish to

'ADB quarterly reports on the execution of the Project and on the operation and management

of BML. 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 quarter under review, steps taken or proposed



to be ta.ken to remedy these probleme, and proposed program of activities and expected
progress during the following quarter.

(c) Promptly after the closing date for withdrawals from the Loan Account, .
but in any event not later than three (3) months after the said closing date or such later date
as ADB may agree for this purpose, BML shall prepare and furnish to ADB a report, in such
form and in such detail as ADB shall reasonably request, on the utilization of the Loan, the
execution of the Qualified Projects, their costs, the performance by BML of its obligations
under this Project Agreement and the accomplishment of the purposes of the Loan.

_ Section 3.06. (a) BML shall have its accounts and financial
statements (balance sheet, statement of income and expenses, and related statements)
audited annually, in accordance with appropriate auditing standards consistently applied, by -

independent auditors whose qualifications, experience and terms of reference are acceptable =

to ADB, and shall, promptly after their preparation but in any event not later than 6 months
after the close of the fiscal year to which they relate, furnish to ADB (i) certified copies of -
. such -audited accounts and financial statements and (ii) the report of the auditors relating

thereto (including the auditors' opinion on the use of Loan proceeds and compliance with the.
financial covenants of the Loan Agreement) all in the English language. BML shall furnish to
ADB such further information concerning such accounts and financial statements and the
audit thereof as ADB shall from time to time reasonably request. :

(b) BML shall enable ADB, upon ADB's request, to discuss BML's -

B financial statements and its financial affairs from time to time with the auditors appointed by

BML pursuant to Section 3.07(a) hereabove, and shall authorize and require any
representative of such auditors to participate in any such discussions requested by ADB,
provided that any such discussion shall be conducted only in the presence of an authorlzed
efflcer of BML unless BML shall otherwise agree. : ‘

_ ~ Section 3.07. BML shall enable ADB's representatives to inspect any
Qualified Enterprise, any Qualified Project, the Goods and Works financed out of the
proceeds of the Loan, and any relevant records and documents. -

. Section 3.08. (a) BML shall, promptly as required, take all action
. within its powers to maintain its corporate existence, to carry on its operations, and to
acquire, maintain and renew all rights, properties, powers, privileges and franchises which
are necessary in the carrying-out of the Project or in the conduct of its business.

(b) BML shall at all times conduct its business in accordance with sound

bankmg, administrative, financial, environmental and business practices, and under the. o

supervision of competent and experienced management and personnel.

(c) Except as ADB may otherwise agree, BML shall notify ADB and afford
ADB adequate opportunity to comment within 2 months prior to (i) selling, leasing, -
transferring or otherwise disposing of any of its assets, except in the ordinary course of its
'busmess or (u) establishing or acquiring any subsidiary.

Section3.09.  Except as ADB may otherwise agree, BML shaH
maintain a ratio of the consolidated debt of BML and all its subsidiaries to the consolidated
equity of BML and all its subsidiaries not hlgher than 7:1. For the purposes of the foregoing

prowsxon



(a)  "Debt" refers to any debt incurred, assumed or guaranteed by BML or

a subsidiary which matures more than one year after the date on which it is originally
incurred (including that portion of any such debt payable within one year from the date of any
~ debt-equity ratio calculation), provided that debt shall be counted only to the extent it is
drawn down and outstanding; the incurring of debt includes any modification of the terms of

payment of such debt;

(b) "Consolidated debt of BML and all its subsidiaries"” means the total
amount of debt of BML and of all its subsidiaries, excluding (i) any debt owed by BML to any
subsidiary or by any subsidiary to BML or to any other subsidiary, and (ii) the amount
referred to in paragraph (c)(ii) of this Section; and

(c) "Consolidated equity of BML and all its subsidiaries" means the

~ aggregate of (i) the total unimpaired paid-in capital, surplus and free reserves of BML and all

its subsidiaries after excluding such items of capital, surplus and reserves as shall represent

equity interests of BML in any such subsidiary or of any such subsidiary in BML or any other

such subsidiary; and (ii) the amount of the government loans at the time outstanding and
repayment after the date of the last outstanding maturity of the principal amount of the Loan.

Section 3.10. Except as ADB may otherwise .agree, BML shall not
take, or cause to be taken, any action which would have the effect of amending, abrogating, -
assigning or waiving any provision of, or any right or obligation of BML under the government
loan agreements, or repay any portion of the government loans in advance of maturity.

‘Section 3.11. BML shall cause each of its subsidiaries (if any) to
observe and perform the obligations of BML under this Project Agreement to the extent to
which such obligations may be applicable thereto, as though such obligations were binding
upon each of such subsidiaries. ‘

Section 3.12. Except as ADB may otherwise agree, BML shall duly
perform all its obligation under the Subsidiary Loan Agreement and shall not take, or concur
in, any action which would have the effect of assigning, amending, abrogating or waiving any
rights or obligations of the parties under the Subsidiary Loan Agreement.

ARTICLE IV

Effective Date; Termination

Section 4.01. This Project Agreement shall come into force and effect
on the date on which the Loan Agreement shall come into force and effect. ADB shall

promptly notify BML of such date.

, Section 4.02. Al the provisions of this Project Agreement shall
continue in full force and effect notwithstanding any cancellation or suspension under the
Loan Agreement.



ARTICLE V

Miscellaneous

Section 5.01. Any notice or request required or permitted to be given -
or made under this Project Agreement and any agreement between the parties contemplated .
by this -Project Agreement shall be in writing. Such notice or request shall be deemed to
have been duly given or made when it shall be delivered by hand or by mail, telegram, cable,
telex, facsimile or radiogram to the party to which it is required or permitted to be given or
made at its address hereinafter specified, or at such other.address as such party shall have
- designated by notice to the party giving such notice or making such request. The addresses

so specified are: :

Fbr ADB
" Asian Develdpment Bank
'P.O. Box 789 '
0980 Manila, Philippines
Cable Address: |

 ASIANBANK
MANILA

Telex Numbers:
- 29066 ADB PH (RCA)
- 42205 ADB PM (ITT)
63587 ADB PN (ETPI)
~"Facsimile Numbers: .
 (632)636-2444
(63_2) 636-2337.
For BML
11, Boduthakurufaanu Magu
Male 20-05
Republic of Maldives
‘Fac_simile Number:

(960) 333 0186.



_ Section 5.02. (a) Any action required or permitted to be taken,

and any documents required or permitted to be executed, under this Project Agreement by or
on behalf of BML may be taken or executed by its Managing Director and Chief Executive -
Officer or by such other person or persons as he shall so designate in writing notified to ADB.

(b) BML shall furnish to ADB sufficient evidence of the authority of each
person who will act under paragraph (a) of this Section, together with the authenticated
specimen signature of each such person.

Section 5.03. No delay in exercising, or omission to exercise, any
right, power or remedy accruing to either party under this Project Agreement upon any
default shall impair any such right, power or remedy or be construed to be a waiver thereof or
an acquiescence in 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.

_ IN WITNESS WHEREOF the parties hereto, vacting through  their
representatives thereunto duly authorized, have caused this Project Agreement to be signed
in their respective names and to be delivered at the principal office of ADB, as of the day and

year first above. written.

ASIAN DEVELOPMENT BANK
/.4 7 L

HARUHIKO KURODA
President

By

BANK OF MALDIVES

- By

SERENE HO Ol KHUEN
Authorized Representative



'SCHEDULE

Execution of Project;
Other Matters

Selection of Subloan Proposals

1. ' BML shall ensure that all subloan proposals are selected in accordance W|th ’
the following criteria:- . :

(i) the number of employees of Qualified Enterprise shall be up to 50' |

(ii) Qualified Enterprise shaII have been reglstered at the EDU MSME
' database; . , ‘

(iiiy Activities of Quahﬂed Enterorlse shall be focused on target clusters-v~_- .
° (agricultural commercialization, ﬂshery processmg,‘tourlsm related
activities, and handcrafts) ,

(iv) Operatio_ns of ‘Qualifie‘d Enterprise shall be = based on two bfocus
regions such as Northern and Southern regions; '

(v) - Qualified Enterprise wrth 20 or less employees shall have enterprise =

budget and those with more than 20 employees shall have adequate
cash flow and collateral based on an independent default risk
assessment criteria agreed between the Borrower, BML and ADB,;
and . . . . : .

| (vi) Quallfled Project shall be in compllance with the Borrowers applicable
o enwronmental laws and regulatlons

LCF

20 . BML shall establish an LCF Desk Wrthln 2 months of the Effective Date to
make LCF operatlonal within 6 months of the Effective Date : '

3. ~Within 3 months of the Effectlve Date, BML shall finalize the detarled operatlon
mechanrsm for LCF.

Governance and Anticorruption

4, BML shall comply with ADB'’s Ant/corrupt/on Po//cy BML acknowledges that
consistent with its commitment to good governance, accountability, and transparency, ADB -
reserves the right to investigate, directly or through its agents, any allegedly corrupt,
fraudulent, collusive, or coercive practices relating to the Project. To support these efforts, all
contracts financed by ADB in connection with the PrOJect shall include provisions specifying
the right of ADB to audit and examine the records and accounts of BML and all contractors,
suppliers, consultants, and other service providers as they relate to the Project. Specific
measures to increase transparency under the Project include random and rndependent spot-
checks by ADB review missions on procurement and financial project accounts o






