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LOAN AGREEMENT
(Special Operations)

LOAN AGREEMENT dated 09 February 2007 between the REPUBLIC OF
UZBEKISTAN (“the Borrower”) and ASIAN DEVELOPMENT BANK (“ADB”).

WHEREAS

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

(B) the Project will be carried out by the Uzbekistan Communal Services
Agency “Uzkommunhizmat” (hereinafter called UCSA), and for this purpose the Borrower will
make available to UCSA the proceeds of the Loan provided for herein upon terms and
conditions satisfactory to ADB; and

(C)  ADB has agreed to make a loan to the Borrower from ADB's Special
Funds resources upon the terms and conditions set forth herein and in the Project
Agreement to be entered into between ADB and UCSA,;

NOW THEREFORE the parties agree as follows:

ARTICLE |
Loan Regulations; Definitions

Section 1.01. All the provisions of the Special Operations Loan
Regulations of ADB, dated 1 May 2004 (the “Loan Regulations”), are hereby made
applicable to this Loan Agreement with the same force and effect as if they were fully set
forth herein.

Section 1.02. The definitions set forth in the Loan Regulations are
applicable to this Loan Agreement, unless the context requires otherwise. In addition, the
following terms have the following meanings:

(a) “COM” means the Cabinet of Ministers of the Borrower;

(b) ‘DWCU” means a drinking water consumers union, as more
particularly described in paragraph 5 of Schedule 6 to this Loan Agreement;

(c) ‘HSE” means hygiene and sanitatidn education;

(d) “*NGO” means nongovernment organization;

(e) “‘O&M" means operation and maintenance;



() “oblast” means a province or administrative first level region of the
Borrower;

(9) “oblast governments” means the governments of Kashkadarya oblast
and Navoi oblast;

(h) “PIU” means a project implementation unit as more particularly
described in paragraph 3 of Schedule 6 to this Loan Agreement;

0] “PMU” means the Project Management Unit for the Project being more
particularly described in paragraph 2 of Schedule 6 to this Loan Agreement;

)] “PPMS” means the project performance monitoring system to be
developed under the Project, as more specifically referred to in paragraph 19 of Schedule 6
to this Loan Agreement;

(k) “PSC” means the Project Steering Committee, more particularly
described in paragraph 4 of Schedule 6 to this Loan Agreement;

)] “Project Executing Agency" means for the purposes of, and within the
meaning of, the Loan Regulations, UCSA which is responsible for the carrying out of the
Project;

(m)  "Project facilities" means the facilities to be upgraded, constructed and
installed under the Project; :

(n) “Project oblasts” means Kashkadarya oblast and Navoi oblast;
(0) “rayon” means a district of the Borrower;
(p) “Subloan Agreement” means an agreement between UCSA and an

oblast government, as more specifically referred to in Section 3.01(b) of this Loan
Agreement;

(Q) “subproject” means one of the 12 subprojects included, or proposed to
be included, in the Project for financing out of the proceeds of the Loan in accordance with
the procedures described in the Schedule to the Project Agreement;

(n “Subsidiary Loan Agreement” means an agreement on relending of
Loan proceeds between the Borrower and UCSA, as more specifically referred to in Section
3.01(a) of this Loan Agreement;

(s) “Sum” means the Borrower’s national currency;

t) “UCSA” means the Uzbekistan Communal Services Agency, a self
financing institution, established in accordance with the President’s Decree No. UP-2791 of
19 December 2000 and operating under the Regulations approved by COM’s Resolution No.
74 of 13 February 2001; and

(u) “WSS” means water supply and sanitation.



ARTICLE Il
The Loan

Section 2.01. ADB agrees to lend to the Borrower from ADB's Special
Funds resources an amount in various currencies equivalent to seventeen million two
hundred and ninety one thousand Special Drawing Rights (SDR 17,291,000).

Section 2.02. (a) The Borrower shall pay to ADB an interest
charge at the rate of one percent (1%) per annum during the grace period, and one and one-
half percent (1.5%) per annum thereafter, on the amount of the Loan withdrawn from the
Loan Account and outstanding from time to time.

(b) The term "grace period" as used in paragraph (a) of this Section
means the period prior to payment of the first principal amount of the Loan on the payment
date in accordance with the amortization schedule set forth in Schedule 2 to this Loan
Agreement.

Section 2.03. The interest charge and any other charge on the Loan
shall be payable semiannually on 15 May and 15 November in each year.

Section 2.04. The Borrower shall repay the principal amount of the
Loan withdrawn from the Loan Account in accordance with the amortization schedule set
forth in Schedule 2 to this Loan Agreement.

ARTICLE Il

Use of Proceeds of the Loan

Section 3.01. (a) The Borrower shall relend the proceeds of the
Loan to UCSA under a Subsidiary Loan Agreement, upon terms and conditions satisfactory
to ADB. Except as the Borrower and ADB shall otherwise agree, the terms of the Subsidiary
Loan Agreement shall include (i) interest at the rate applicable from time to time to the Loan
plus an additional 0.2% per annum, and (ii) a repayment period of thirty-two (32) years,
including a grace period of eight (8) years. The relent proceeds of the Loan shall be
denominated in dollars and repayment by UCSA to the Borrower shall likewise be in dollars.

(b) The Borrower shall cause UCSA to (i) onlend the proceeds of the Loan
to the oblast governments under Subloan Agreements upon terms and conditions
satisfactory to ADB, and (i) ensure that the oblast governments apply the proceeds of the
Loan to the financing of expenditures for the Project in accordance with the provisions of this
Loan Agreement and the Project Agreement. Except as ADB and the Borrower may
otherwise agree, the terms of each Subloan Agreement shall include (i) provision for interest
and repayment period identical to the relevant provisions of the Subsidiary Loan Agremeent,
(i) provision that the oblast governments shall bear the foreign exchange and interest rate
variation risks, and (iii) provision that the repayment of the loan proceeds by the oblast
governments to UCSA shall be in dollars or in equivalent amounts in Sum converted at the
Central Bank of Uzbekistan exchange rate prevailing at the time of the repayment.



Section 3.02. The goods and services and other items of expenditure
to be financed out of the proceeds of the Loan and the allocation of amounts of the Loan
among different categories of such goods and services and other items of expenditure shall
be in accordance with the provisions of Schedule 3 to this Loan Agreement, as such
Schedule may be amended from time to time by agreement between the Borrower and ADB.

Section 3.03. Withdrawals from the Loan Account in respect of goods
and services shall be made only on account of expenditures relating to

(a) goods which are produced in and supplied from and services which
are supplied from such member countries of ADB as shall have been
specified by ADB from time to time as eligible sources for
procurement, and

(b) goods and services which meet such other eligibility requirements as
shall have been specified by ADB from time to time.

Section 3.04. Except as ADB may otherwise agree, all goods and
services to be financed out of the proceeds of the Loan shall be procured in accordance with
the provisions of Schedule 4 and Schedule 5 to this Loan Agreement.

Section 3.05. The Loan Closing Date for the purposes of Section 8.02
of the Loan Regulations shall be 30 June 2011 or such other date as may from time to time
be agreed between the Borrower and ADB.

ARTICLE IV

Particular Covenants

Section 4.01. In the carrying out of the Project and operation of the
Project facilities, the Borrower shall perform, or cause to be performed, all obligations set
forth in Schedule 6 to this Loan Agreement.

Section 4.02. The Borrower shall enable ADB's representatives to
inspect the Project, the goods financed out of the proceeds of the Loan, and any relevant
records and documents.

Section 4.03. The Borrower shall take all action which shall be
necessary on its part to enable UCSA to perform its obligations under the Project Agreement,
and shall not take or permit any action which would interfere with the performance of such
obligations.

Section 4.04. (@) The Borrower shall exercise its rights under the
Subsidiary Loan Agreement in such a manner as to protect the interests of the Borrower and
ADB and to accomplish the purposes of the Loan.

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



ARTICLE V

Effectiveness

Section 5.01 The following is specified as an additional condition to
the effectiveness of this Loan Agreement for the purposes of Section 9.01(f) of the Loan
Regulations: the Subsidiary Loan Agreement, in form and substance satisfactory to ADB,
shall have been duly executed and delivered on behalf of the Borrower and UCSA and shall
have become legally binding upon such parties in accordance with its terms.

Section 5.02. The following is specified as an additional matter, for
the purposes of Section 9.02(d) of the Loan Regulations, to be included in the opinion or
opinions to be furnished to ADB: that the Subsidiary Loan Agreement has been duly
authorized or ratified by, and executed and delivered on behalf of, the Borrower and UCSA
and is legally binding upon such parties in accordance with its terms, subject only to the
effectiveness of this Loan Agreement.

Section 5.03. A date ninety (90) days after the date of this Loan
Agreement is specified for the effectiveness of the Loan Agreement for the purposes of
Section 9.04 of the Loan Regulations.

ARTICLE VI
Delegation of Authority

Section 6.01. The Borrower hereby designates UCSA its agent for the
purposes of taking any action or entering into any agreement required or permitted under
Section 3.02 of this Loan Agreement and under Sections 5.01, 5.02, 5.03 and 5.04 of the

Loan Regulations.

Section 6.02. Any action taken or any agreement entered into by
UCSA pursuant to the authority conferred under Section 6.01 of this Loan Agreement shall
be fully binding on the Borrower and shall have the same force and effect as if taken by the
Borrower.

Section 6.03. The authority conferred on UCSA under Section 6.01 of
this Loan Agreement may be revoked or modified by agreement between the Borrower and -
ADB.

ARTICLE VIl
Miscellaneous

Section 7.01. The Minister of Finance of the Borrower is designated
as representative of the Borrower for the purposes of Section 11.02 of the Loan Regulations.



Section 7.02. The following addresses are specified for the purposes
of Section 11.01 of the Loan Regulations:

For the Borrower

Ministry of Finance

5, Mustaqillik Square
Tashkent 700008
Republic of Uzbekistan

Facsimile Numbers:
(998-71) 144-5643
(998-71) 133-0925
For ADB

Asian Development 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
(632) 636-2407.



IN WITNESS WHEREOF the parties hereto, acting through their
representatives thereunto duly authorized, have caused this Loan 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.

THE REPUBLIC OF UZBEKISTAN

By

RUSTAM AZIMO
Authorized/Representative

ASIAN DEVELOPMENT BANK

P ety B

HARUHIKO KURODA
President




SCHEDULE 1
Description of the Project

1. The aim of the Project is to improve living conditions and public health in
selected rural areas of Kashkadarya and Navoi oblasts through the upgrading of water
supply and sanitation (WSS) services.

2. The Project will consist of two Parts:

Part A: Physical Infrastructure

Part A will comprise 12 subprojects, together covering a total of approximately
170 villages with populations ranging from 300 to 8,000 and a combined population of about
250,000. Each subproject will cover a cluster of about 20 villages within one rayon, and will
comprise an integrated water supply system including improvement of sanitation facilities.
Under each subproject, piped water supply systems will be developed, rehabilitated or
upgraded. Public and school latrines will be constructed or rehabilitated and wastewater
drainage facilities improved. The development and expansion of the water supply systems
will include the construction and/or rehabilitation of water source intakes, pumping stations,
treatment facilities, storage reservoirs, transmission and distribution pipelines, and individual
yard or house connections. Most subprojects will use groundwater sources, and will require
the development and/or rehabilitation of water supply systems and the drilling of production
wells. Developments of water supply will be coordinated with basic improvements to village
wastewater drainage networks.

Part B: Institutional Development

Capacity-Building Program

The capacity-building program under Part B will involve the training of central
and local government staff and other stakeholders to strengthen their capacity to efficiently
plan, implement, operate, and maintain WSS systems. The capacity-building program will
provide: (i) on-the-job training in O&M for the operators of new WSS systems with an
emphasis on improving water quality testing and the environment; (ii) training for the staff of
UCSA and the DWCUs in project planning, financial management, and accounting; and
(iii) training for the staff of design institutes in improved project appraisal, design, and
procurement procedures. In all, about 170 persons will be trained.

Hyaiene and Sanitation Education Program

The hygiene and sanitation education (HSE) program under Part B will
include: (i) the dissemination of media materials covering selected hygiene, sanitation, and
water-related issues; (i) HSE workshops, orientation and training for rayon and village health
staff, village leaders, and school teachers in all selected communities; (iii) the equipping of
selected health posts and schools with materials and software required for training; and
(iv) the development and implementation of an HSE program in schools. Approximately 200
persons including school teachers and staff of the Ministry of Health will be trained. The
HSE program will benefit an estimated 4,000 school children.



3. The Project will include the provision of consulting services. The Project is
expected to be completed by 31 December 2010.
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SCHEDULE 2
Amortization Schedule
(Kashkadarya and Navoi Rural Water Supply and Sanitation Sector Project)

Date Payment Due Payment of Principal
(expressed in SDR)*

15 May 2014 360,229
15 November 2014 360,229
15 May 2015 _ 360,229
15 November 2015 360,229
15 May 2016 360,229
15 November 2016 _ 360,229
15 May 2017 360,229
15 November 2017 360,229
15 May 2018 - 360,229
15 November 2018 360,229
15 May 2019 360,229
15 November 2019 360,229
15 May 2020 360,229
15 November 2020 360,229
15 May 2021 360,229
15 November 2021 360,229
15 May 2022 360,229
15 November 2022 360,229
15 May 2023 360,229
15 November 2023 360,229
15 May 2024 360,229
15 November 2024 360,229
15 May 2025 360,229
15 November 2025 , 360,229
15 May 2026 360,229
15 November 2026 360,229
15 May 2027 360,229
15 November 2027 360,229
15 May 2028 360,229
15 November 2028 360,229
15 May 2029 360,229
15 November 2029 360,229
15 May 2030 360,229
15 November 2030 360,229
15 May 2031 360,229

15 November 2031 360,229
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Date Payment Due Payment of Principal
(expressed in SDR)*

15 May 2032 360,229
15 November 2032 360,229
15 May 2033 360,229
15 November 2033 360,229
15 May 2034 360,229
15 November 2034 360,229
15 May 2035 360,229
15 November 2035 360,229
15 May 2036 360,229
15 November 2036 360,229
15 May 2037 360,229
15 November 2037 360,237

Total SDR 17,291,000

* The figures in this column represent SDR equivalents determined as of the respective
dates of withdrawal. The arrangements for payment of each maturity are subject to the
provisions of Sections 3.04 and 4.03 of the Loan Regulations.
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SCHEDULE 3
Allocation and Withdrawal of Loan Proceeds

General

1. The table attached to this Schedule sets forth the Categories of goods,
services and other items to be financed out of the proceeds of the Loan and the allocation of
amounts of the Loan to each such Category (hereinafter called the Table). Reference to
“Category” or “Categories” in this Schedule is to a Category or Categories of the Table.

Taxes

2. No withdrawals from the Loan Account shall be made in respect of any local
taxes.

Percentages of ADB Financing

3. Except as ADB may otherwise agree, the items of the Categories listed in the
Table shall be financed out of the proceeds of the Loan on the basis of the percentages set
forth in the Table.

Interest Charge

4. The amount of SDR 346,000 is for financing interest charge on the Loan
during the implementation period of the Project. ADB shall be entitied to withdraw from the
Loan Account and pay to itself, on behalf of the Borrower, the amounts required to meet
payments, when due, of such interest charge.

Reallocation

5. Notwithstanding the allocation of Loan proceeds and the withdrawal
percentages set forth in the Table,

(@) if the amount of the Loan allocated to any Category appears to be
insufficient to finance all agreed expenditures in that Category, ADB may, by notice to the
Borrower, (i) reallocate to such Category, to the extent required to meet the estimated
shortfall, amounts of the Loan which have been allocated to another Category but, in the
opinion of ADB, are not needed to meet other expenditures, and (i) if such reallocation
cannot fully meet the estimated shortfall, reduce the withdrawal percentage applicable to
such expenditures in order that further withdrawals under such Category may continue until
all expenditures thereunder shall have been made; and

(b) if the amount of the Loan then allocated to any Category appears to
exceed all agreed expenditures in that Category, ADB may, by notice to the Borrower,
reallocate such excess amount to any other Category.
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Imprest Account

6. (a) Except as ADB may otherwise agree, the Borrower shall establish,
immediately after the Effective Date, an imprest account at a commercial bank acceptable to
ADB for expenditures under the Project. The imprest account shall be established,
managed, replenished and liquidated in accordance with ADB's "Loan Disbursement
Handbook" dated January 2001, as amended from time to time, and detailed arrangements
agreed upon between the Borrower and ADB. The initial amount to be deposited into the
imprest account shall not exceed the equivalent of $200,000.

(b) The statement of expenditures (SOE) procedure may be used for
reimbursement of eligible expenditures and to liquidate advances provided into the imprest
account, in accordance with ADB's "Loan Disbursement Handbook" dated January 2001, as
amended from time to time, and detailed arrangements agreed upon between the Borrower
and ADB. Any individual payment to be reimbursed or liquidated under the SOE procedure

shall not exceed $50,000.
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TABLE

Attachment to Schedule 3

ALLOCATION AND WITHDRAWAL OF LOAN PROCEEDS
(Kashkadarya and Navoi Rural Water Supply and Sanitation Sector Project)

CATEGORY

ADB FINANCING

Percentage and

Number ltem Amount Allocated Basis for Withdrawal
SDR from the Loan Account

1 Civil Works 13,003,000 80 percent of total expenditure*
2 Materials and Equipment 2,144,000 100 percent of total expenditure*
3 Capacity Building 346,000 100 percent of total expenditure™
4 Hygiene and Sanitation Education 138,000 100 percent of total expenditure®

Project Management/ N
5 Consulting Services 899,000 100 percent of total expenditure
6 Interest Charge 346,000 100 percent of amounts due
7 Unallocated 415,000

Total 17,291,000

* exclusive of local taxes







