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LOAN AGREEMENT
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LOAN AGREEMENT dated 28 October 2044 between JsG
*ENTREPRENEURSHIP DEVELOPMENT FUND  ‘DAMU" " (“Borrower) and ASIAN
DEVELOPMENT BANK ("ADB".

WHEREAS

{A) The Borrower, the Governmeant of the Republic of Kazakhstan and ADB
Rave entered into a Framework Financing Agreement, dated 12 May 2011 (as amended,
"FFA"), for the purposes of assisting the Borrower in financing projects under a Small and
Medium Enterprise Inwestment Pragram (“Investment Program™ through a mubtitranche
financing facility to be provided by ADB;

(B) by a periodic financing request dated 26 August 2013 ("FFR") submitted
by the Borrower and endorsed by the Republic of Kazakhstan as the guarantor for the Borrower
{"Guarantor”) pursuant fo the FFA, the Borrower has applied to ADB for a loan in Dollars for the
purpeses of financing the project desecribed in Section 3.01 of this L.ean Agresment {“Project™,
and such loan will ba guarantead by the Guarantor under a guarantes agreement to be signead
batween the Guarantor and ADB ("Guarantes Agresment"); and

() ADE has agreed to make a lgan in Dallars to the Borrower from ADE's
ordinary capital resources upon the terms and conditions set forth herein and in the Project
Agreemants to be signed belween ADB and the respective PFls;

NOW THEREFORE the parties harato agree as follows:

ARTICLE |

Loan Regulations; Definitions

Section 1.01. All the provisions of the Ordinary Operations Loan
Reguiations Applicable to LIBOR-Based Loans Made from ADB's Ordinary Capital Resources,
dated 1 July 2001 {"Loan Regulations™), are hereby made applicable to this Loan Agreemeant
with the same force and effect as if they weare fully set forth herein, subject, however, to the
fallowing modifications:

fah The following term as defined under Section 2.01 (Definitions) of the Laan
Regulations is deleted and the following s substituted therefor: :

Y50y “Project Agreement” means each Project Agreement between
ADB and a PF|"



{b)

{e)

{d)

Section 3.03 {Commitment Charge, Front End' Fea} iz deleted and the
following 1s substituted therefor,

“Saction 3.03. Commitment Charge; Credit.

{a} Tha Barrower shall pay a commitment charge on
the unwithdrawn amount of the Loan at the rate and on the terms
spacified in the Loan Agreement.

(M - ADB shali 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. ADEB shall apply the credit against
the inferest payabla by the Borrower."

Section 3.06 (Rebate) is deleted and the follﬁwing is substituted thersfor:

"Sectlon 3.068. Rebate. (&) 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 Lean on which a higher Fixed Spread is applicable. The
amaount of the Rebate shall be determined by multiplying {i) the
difference between the Fixed Spread applicable to the outsianding
Loan and the Fixed Spread that will be applied to new Loans
{exprossed as a percentage per annumy, by (i) the principal amount
of the cutstanding Loan on which the Borrower shall pay Interest for
all interest periods commencing on and afier the effeciive date of
the lower Fixad Spread that will be applied to new Loans.

{9} Following any announcement by ADB that iis
Funding Cost Margin calculations with respect o any Lean Currency
(or Approved Currency) in any Semester resulted in ALDB achieving
savings, ADB shall provide a Rebate to the Borrowar. The amount
of the Rebate shall be determined Ly multiplying (i) the Funding
Cost Margin (expressed as a percentage per annum) by (i) 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 Borrowsr for tha Inferest Feriod commencing immediately after
tha Samester for which the Funding Cost Margin was calculated.”

Section 3.07 (Surcharge) is deleted and the following is substituted
therefor:

“Section 3.07.  SBurcharge,  Following any announcement by
ADEB that the Fixed Spread applicable to new Loans shall be
increased, any Borrower with an cutstanding Loan on which a lower
Fixed Spread is applicable shall pay ADE a Surcharge, The amount
of the Surcharge shall be determinad by multiplying {i} the difference
between the Fixed Spread that will be applied to new Loans and the




{1

{}

Fixed Spread applicable to the outstanding toan (expressed as a
percentage per annum), by (i} the principal amount of the
outstanding Loan on which the Borrower shall pay Interest for all
interast peticds commencing on and afier the effective date of the
highar 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 Appraved 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 immeadiately after the
Semestor for which the Funding Cost Margin was calculated. ADB
shall add the amount of the Surcharge to the interest payable by the
Bomower for the Interest Period carmmencing immediately after the
semester for which the Funding Cost Margin was calculated,”
Section 4.04. (Temporary Currency Substitution) is deleted.

Section £.03 (Application for Withdrawal) is delated.

Section 7.02 {Insurance) is deleted.

The term “Project Executing Agency” appearing in Section 7.04(1,
9.01(d), 9.01(f), 8.0%{k), 10.01(c) and 10.02(c} of the Loan Regulations

shail be substituted by the term "PE™.

Paragraph {d) of Section 7.04 {Reports and Information) is deleted and

the fallowing is substituted therefor:

" {d)  Within three (3} manths after the completion of the
Froject o such later date as may be agreed for this purpose
betwaen the Borrower and ADE, the Borrower shall prepare and
furnish or caused to be prepared and fumished to ADB a report,
in such form and in such detail as ADB shall reasonably request
in writing, on tha execution of the Project, the performance by the
Borrower of its obligations under this Loan Agresment and the
accomplishment of the purposes of the Loan . *

Paragraph (a) of Section 7.07 (Negative Pledge) is deleted and the

following is substituted therefor;

“ fa) If the Borrowsr shall create or permit the creation
of any fien on any of its assets as security for any of its debt, the
Berrower undertakes to expressly provide that such lisn will ipso
facto squally 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, the Borrower
shall grant to ADB an equivalent lien satisfactory to ADB."



k) Paragraph (c} of Section 7.07 {(Negative Pladge) is deleted.

Section 1.02. Wherever usad in this Loan Agreerment, the definitions set
forth in the Loan Regqulations are applicable to this Lean Agreement unless madified hersin or
the context otherwise requires. In addition, the following terms shall have the meanings
respectively defined balow;

{a) "Consulting Guidelines" means the Guidelines on the Use of Consultants
by Asian Development Bank and its Borrowers (2013, as amended from time fo time};

{h} 'EARF" means the environmental assessmeant and review framework for
the Investrnent Program, including any update thereto, agreed between the Borrower and ADB
and incorporated by reference in the FFA;

(c) "EMP" means each environmental management plan for a Qualifisd SME

Subproject, including any update thereto, prepared in accordance with the requirements of the
EARF;

{d} "ESMS" means an environmental and soctal management system for the
Project, including any updats therste, prepared and submitted by each PFI in accordance with
the requirements of the EARF and cleared by ADBE;

{&) “FFA" has the meaning given thereto in Recital (A) of this Loan
Agresment;

{fy ‘Final Repayment Date” in reapert of the Loan means 15 Qctober 201g;

{o) 'Goods" means eguipment and materials to be financed out of the
procesds of an SME Loan, including related servicés such as transporation, insurance,
instaliation, commissioning, training, and initial maintenance, but excluding coensulting sarvices:

(R} "Guarantee Agreement’ has the meaning given thereto in Recital {B) of
this Loan Agreement; :

(i} “Guarantor” has the meaning given thereto in Recital (B) of this Lean
Adreement;

(i} “Investment Program” has the meaning given thereto in Recital {A) of this

Laan Agreement;

{k) “Loan Disbursemant Handbook" means ADB's loan Disbursement
Handbook (2012, as amended from time to time):

{n "NEK" means the National Bank of the Guarantor;
{m}  "PAM" means the project administration manua! for the Investment

Program agreed between the Borrower and ADB, as updated from time to fime in accordance
with the respective administrative procedures of the Borrower and ADE:




(rn} “PFI" means a participating financial instifution located in the territory of
the Repubfic of Kazakhstan which satisfies the eligibility criteria set out in paragraph 3 of
Schadule 2 to this Loan Agreement and to which tha Borrower proposes to make a Subkloan;

{a} "PFR" has the meaning given thereto in Racital (B) of this Loan
Agreamsnt;

[ *Frocurement Guidelines” means ADE's Procurement Guidelines (2013,
gs amended from time {o time);

(q) “Project” has the meaning glven thereto in Recital {B) of this Leoan
Agreement

(r) “Project Executing Agency” for the purposes of, and within the meaning
of, the Loan Regulations means the Borrower or any legal successor therefo acceptable to
ADB, which is responsible for the carrying out of the Project; -

(8 “Cualified SME Borrower” means a small and medium enterprise |acated
in the Republic of Kazakhstan, which satisfies the eligibility criteria set out in paragraph 6 of
Schedule 2 to this Loan Agreement and to which a PFl proposes to make an SME Loan, as
such term is defined hereunder;

(1} “Cualified SME Subproject’ means a project which satisfies the eligibility
criteria set oul in paragraph 7 of Schedule 2 to this Loan Agreement and to be carried out by a
Glualified SME Borrower utilizing the proceeds of an SME Loan, as such term is defined
hersunder,

(L) “Safeguard Palicy Statement” or "SP5" means ADB's Safeguard Policy
Statement {2009):

{v) "Safeguards Monitoring Repont” means each report prepared and
submitted by a PFl to the Borrower on the PH's perfnrmance W|th regard to the EEMS,
including any corrective and preventative actions;

(w)  “SLA” means a loan agresment entared into by and between the
Borrower ar‘ldla PFl in relation {0 8 Subloan, as such term is defined heraunder;

{x) "SME" means a smali and medium enterprise;

fi) "SME Loan" means a lean or a financial lease made, or propozed to be
mads, to a Qualified SME Borrower by a PRI out of the proceeds of a Subloan, as such term is
definad hereunder;

() “SMELA" means a loan agreement or financial lease agreemant enterad
into by and between a PRI and a Qualified SME Bomowsar in refation to an SME Loan, as such
term is defined hereunder;

{aa) “Statement of Utilization of Funds” shall have the meaning ascribed to it In
the PAM:;



{oh)  "Subloan® means a loan made, of proposed ic be made, {0 a PFI by the
Borrower out of the proceeds of the Loan,

fec)  “Tenge® or the sign “T" each means the Kazakhstan tenge, the lawiul
currency of the Repuklic of Kazakhstan; and

(dd)  "Works" means construction or civil works to be financed aut of the
proceeds of an SME Loan; including services such as drilling or mapping, and project refated

-services that are provided as part of a single responsibility or turnkey contract, but excluding
eansulting services.

ARTICLE (I

The Lean

Section 2.01. ADB agrees fo lend to the Borrower from ADB's ordinary
capital rezources an amoint of ane hundred twenty-two million Dollars ($122,000,0003.

{a) The Borrower shall relend all of the Loan proceeds to PFLs. To this end,
upon effectiveness of the Loan Agresment, the Borrowar shall submit signad applications for
withdrawal to fund Subloans for each of the relevant FFIs.

s} Each application for withdrawal shall contain, among other things, the
following information:

{1} the PFI to whom the Loan proceeds will be relent; and
{ii) the amount requested to be withdrawn from the Lman Agcount,

Section 2.02. The pringipal amount of the Loan withdrawn from the Loan

Account shall be repayable in full to ADE by 10 am. {Almaty time} on the Final Repayment
Date.

Section 2.03. {a) The Bomrower shall pay to ADB inferest on the
principal amount of the Loan withdrawn and outstanding from fime to time at a rate for each
Interast Period equal to the sum of: (i) LIEOR; and (i) 0.680% as provided by Section 3.02 of the
Laan Regulations less a credit of 0.20% as provided by Section 3.03 of the Loan Regulations.

(b} Interest and other charges on the Loan shall be payvable fo ADE

semlannually by 10 a.m. (Almaty time) on 15 April and 15 October in each year, commeancing on
15 April 2015,

Section 2.04, The Borrower shall pay a commitment charge of 0.15% per
annum, Such charge shall accrue on the full amount of the Loan {less amounts withdrawn fram
time to time) commencing 80 days after the date of this Loan Agreemant.

Section 2.05. {a) The Borrower may at any time request any of the
following Convarsions of tha terms of the Lean in order facilitate prudent debt management:




{i) a change of the interest rate basis applicable to all ar any portion
of the principal amount of the Loan withdrawn and cutstanding
from a Floating Rate to a Fixed Rate, or vice versa; and

{ii} the setting of limits on the Floating Rate applicable to all or any
partlon of the principal amount of the Lean withdrawn and
oUtstanding by the establishment of an Interest Rate Cap or
Interest Rate Collar on said Floating Rate.

{0} ARy conversion raguested pursuant to subzestion (a} hereinabave that is
ar.:cepted by ADE shall be considered a "Conversion”, as defined in Section 2.01(8) of the Lean
Regulations, and shall be effected in accordance wﬂ;h the provisions of Article V' of the Lean
Regulations and the Gonversion Guidelines. '

Section 2.086. For each portion of a Subloan prepaid by a PFI under the
relevant SLA, the Borrower shall make a corresponding prepayment under this Lean Agreament
pramplly in accordance with the provisions of Section 3.05 of the Loan Regulations. For the
avoidance of doubt, any prepayment notice given by the Borrower and endorsed by the
Guarantor in accordance with Section 3.05 of the Loan Regulations shall be irrevocable. ADE
agrees to confinm to the Bormowsr an accepable date of prepayment and the amounts that will
become due and repayable under the Loan Agreement by 10 a.m. (Almaty time) on such date of
prepaymant not later than 15 days before such date of prepayment.

Section 2.07, All paymeant and repayment obligations of the BEocrrower are
independent of the timely and due parfarmance by PFIs of similar obligations under the SLAs,
and shall be fulfilled by the Borrower solely in accordance with the provisiens of this Loan
Agreement. The Borrower shall indemnify ADB for any costs, expenses, charges ar {ges
incurred as a result of the Borrower's failure to perform any of its payment or repayment
obligations in a fimely manner in accordancs with this Loan Agreement. Such Indemnlly amount
shall be treated as a charge on the Loan which shal ba payable by the Borrower Upon demand
by ADB.

ARTICLE il

Description of Project; Use of Proceeds of the Loan

Section 3.01, The Project for which the Loan is made is the financing by
the Barrower of Qualified SME Subprojects thraugh Sublcans to PFIs and SME Loans {o
Qualified BME Borrawers in accordance with the terms of this Loan -Agreement, the Project
Agresments, relevant S3LAs and SMELAs.

Section 3.02. fa) Except as ADB may otherwise agree, the proceeds
of the Loan shall be used only for the purpose of the Project and shall be applied exclusively to
the cost of Goods, Werks and consulting services and other iterns of expenditure required to be
carried oyt in Qualified SME Subprojects. For each withdrawal application submitted by the
Barrower hereunder, the amount of ADB financing under the Froject is 100% of the total amount
requested by the Borrowsr under such withdrawal application.



B (s} Except as ADB may otherwise agree, all Goods, Works and considting
services 1o be financed out of the proceeds of the Loan shall be procured in accordance with the
provisions of Schedule 1 to this Lean Agreemeant,

Section 3.03. The Loan Clasing Date for withdrawals from the Loan
Account for the purposes of Section 8.02 of the Loan Regulations shall be one year and sixty
{€0) days from the date of this Lean Agreement or such other date as may be agreed between
the Bomower and ADB.

ARTICLE IV

Subloans

Section 4.01. {a) The Borrower shall enter Into an SLA with each
FFI, which provides, among other things, for the relending of the proceeds of the Loar to such
PFI for the carrying out of the Project, and the rights of the Borrower and ADB with respect
theretc. Correspondingly, the Borrower shall ensure that such FFI enters into a Project
Agraement with ADB.

(Yo} Each SLA shall ke in the form and on terms and conditions acceptabls to
ADB, and shall be without prejudice to, and without limitation on, the obligations of the Borrower
under this Loan Agreement. Subject to the foregoing, and except as ADB may otherwise agres,
gach SLA shall (i} provide that the principal repayment schedule for each Subloan shall match
the principal repayment schedule for the portion of the principal amount of the Loan
corresponding to such Subloan; (i) have denomination in Dollars and a fixed market-based
interest rate; and (i} include as events of default the failure of the relevant PFI to comply with

any obligation set forth in subsection {5} hereinbelow and paragraphs 4 and 5 of Schedule 2 to
this Loan Agrasmant.

{ch In addition to the matters set forth in subsection (b} hereinabove, each
SLA shall also provide that, within 30 calendar days of each PFI's receipt of the Subloan
proceeds from the Borrower {"Swap Execution Pefiod™), such PFI shall have executed, on terms
and conditions acceptable to ADE, a currency swap with the NBK pursuant to which MBK shalt
have provided Tenge to such PFl in exchange for the Dollar procesds of such Subioan;
provided, however, that the foregoing shall net be required to the extent that such PF| has, no
earlier than 30 days prior to the date of this Loan Agreement, executed such a currency swap
with NBK on terms aceeptable to ADB. Subject to the proviso in the foragoing santence, in the
gvent such currency swap bhas not been executed by such PRl within the Swap Execution
Feriod, it shall be an event of default under the relevant SLA, and the Borrower shall prepay the
portion of the principal amount of the Loan correspanding to such Subloan in accordance with
the provisions of Section 2.05 above,

(d) If any currency swap for a Subloan referred to in subparagraph (c)
hereinabove (whether entered into before or after the date of this Loan Agreemenf) is
terminated prior to repayment of the Loan in full, (i} Damu shall promptly notify ADB of such
termination and (i) the applicable PFI shall have 30 days from the date of such termination to
replace such currency swap with another currency hedging instrument {such as a new currency




swap, foreign exchange forward contraci(s), other hedging instruments, etc.) on terms
acteptable o ADRB. In the event that such PFI fails to enter into such a replacement currency
. hedging instrument on terms acceptable to ADB within such 30 day period, Damu shall, at the
written request of ADB, prepay in full the pottion of the princlpal amount of the Loan
corresponding to such Subloan in accordance with Section 3.05 of the Loan Regulafions,

Section 4.02. {a} The Borrower shall promptly and  effectively
axercise its rights under each SLA and, whenever legally permissible, SMELA in aceordance
with the standards of a prudent lender and in such manner as to protect the inferests of the
Borrower and ADB and fo accomplish the purposes of the Loan.

{b Mo rlghts or obligations under the SLA shall be assigned, amended,
abrogated or waived nor any modifications or changes to any SLA shall be made or otherwise
agreed to by the Borrower without the prior consent of ADE,

ARTICLE W

Particular Covenants

Section 5,01, {a} The Borrowsr shall carry out the Project and
conduct its business with due diligence and efficiency and in conformity with applicable sound
banking, administrative, financial, and business practices.

{3 The Borrewer shall, promplly as required, take all action within its powers
to mainfain its corporate existerice, ko carry on its operations and to acquire, maintaln and
renew all rights, properties, powers, authorizatlon, licenses and privileges which are necessary
in the carrying out of the Project or in the conduct of its business,

{c} In the carrying aut of the Projact and in the conduct of its business, the
Borrower shali perform all the obligations set forth in Schedule 2 to this Loan Agresment,

Section 5.02. The Borrower shall fumish to ADB, or as the case may be
shall cause te be furnished to ADB, all such reports and information as ADE shall reasonakbhy
request, as part of the reporta and information referred to in Section 7.04(a) of the Loan
Regulations, concemning the (a} administration, operations and financial condition of the PFis:
and (b} SLAs, Qualified SME Borrowers, Qualified SME Subprojects, and SME Loans. Al
reports and information provided to ADE by the Borrower or by the PFIs {at the request by the
Borrower) for purposes of compliance with the eligibility eriteria for the Quakified SME Borrowers
and the Cualified SME Subprojects will be provided in reliance on the relevant Qualified SME
Borrowers’ representations and adequate due diligence by the PFls concerned.

Section 5.03. fal The Borower shall (i) mainfain separate accounts
and racords for the Project; {Ii} prepare an annual consalidated Statement of Utilization of Funds
fer the Project in accordance with accounting standards acceptable to ADB; (iil} have such
consolidated Statement of Utilization of Funds to be audited annually by independent auditars
whose gualifications, experience and terms of reference are accepable to ADB, in accordance
with tnternational standards for auditing or the national equivalent acceptable to ADB: (iv) as
part of each such audit, have the auditors prepare a report (which Includes the auditars’ opinion
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on the consolidated Statement of Utillization of Funds, use of the Loan proceeds as well as on
the use of the procedures for the imprest fund and statement of expendilures) and a
management |etter {which sets out the deficlencies in the intemal control of the Project that
were identified |n the course of the audit, if any, as well as any significant weaknasses identified
by the auditor based cn a review of the Borrower's .infernal controls over PRI monitoring as
outlined in the Borrower's "Manual on Maniteting of Programs” and attached to the audlt terms
of reference); and (V) furnish to ADB, no later than & months after the end of each fiscal year to
which they relate, copies of stch audited consolidated Statemant of Utilization of Funds, audit
report and management letter, all in the English language, and such other infarmation

concerning these documents and the audit thereof as ADB shall from time to time reasanably
requast,

: (b} ADB shall disclose the annual. audited consolidated Statement of
Utilization of Funds and the opinion of the auditors thereto within 30 days of the date of their
racaipt by posting them on ADB's website.

{3)] In addition to the annual audited consolidated Statement of Utilization of
Funds rsferred to in subsection (a) hereinabove, the Borrower shall (i) provide Its annual
financial statemants prepared in accordance with International Financial Reperting Standards;
{ii) have its financial statements audited annually by independent auditors whose gualifications,
experience and terms of reference are acceptable fo ADB, In accordance with international
standards for auditing or the national equivalent acceptable to ADB; and (iil) furnish to ADB, no
later than 1 month after approval by the relevant authorlty, copies of such audited financial
siatements In the English language and such other information cencerning these documents
and the audit thereof as ADE shall from time 1o time reasanatily request.

{d) The Borrower shall enable ADRE, upon ADB's request, fo discugs the
consolidated Statement of Utilization of Funds and the financisl statements for the Bomrmower and
its financial affairs whare they relate lo the Project with the auditors appointed by the Borrower
_ pursuant to subsections (aMiil) and (c} hereinabove, and shall authorize and require any
representative of such auditors to participate in any such discussions requested by ADE. This is
provided ihat such discussions shall be conducted only in the presence of an authorized officer
of the Borrower, unless the Borrower shall otherwise agree,

Saction 5.04. ~ The Borrower shall cause PFls to enable ADBs
representatives to inspect, any Qualified SME Borrower, any Qualified SME Subproject, the
Goods and Warks, and any relevant records and documents maintained by the Borrower and
the PFls (at the request by the Borrower) concerning the Project,

Section 5.05. The Borrower shall prompily take all action, including the
provision of funds, which shall be necessary on its part to enable the PFls to perform its
abligations under the Project Agreements, and shall not take or permit any action which would
interfere with the performance of such okligations.
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ARTICLE Wl

Effectiveness

Section 6.01. The following are specified as additional conditions to the
affectiveness of this Loan Agresment for the purposes of Section 10.01(f) of the Loan
Regulations: {a) the SLAs, each in the form and substance acceptable to ADB, shall have been
duly exscuted and delivered on behalf of, and shalt have become legally binding upon, the
relevant PFls and the Borrower, and all conditions precedent to their effectiveness, other than, if
applicable, a condition requiring the effectiveness of this Loan Agreement, shall have been
fulfiled: and (b} each PFl has established as ESMS acceptable to ADB and appointed
designated staff that are trained in implementing the ESMS for screening prospective Qualified
SME Subproiects.

Section €.02, The foellowing is specified as an additional matter, for the
purposes of Section 10.02{d} of the Loan Regulations, to be included in the opinion or opiniens
to be furnished to ADB: the SLAs between the Borrower and each of the PFis referred to in
Section B.01 hereinabave have been duly autherized or ratified by, and executed and delivered
on behalf of, the Borrower and each of these PFis, and are legally binding upon the Borrower
and these PFls in accordance with its terms.

Section 6,03, & date 90 days after the date of this Loan Agreement is
specified for the effectiveness of the Loan Agreement for the purposes of Section 10.04, of the
Loan Regulations.

ARTICLE Vil

Miscellanecus

Section 7.01. The Chairperson of Management Board of the Borrower is
designated as representative of the Borrower for the purposes of Section 12.02 of the Loan
Regulations. :

Section 7.02. The following addresses are specified for the purposes of
Section 12.01 of the Loan Regutations:

Far ADE

Asian Development Bank
& ADE Avenue
Mandaiuyong City

Wetro Manila 1550
Philippines

Facsimile Numbers:

+{B32) 636-2444
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+HE32) 636-2424,

For tha Borrower

JSC "Entrepreneurship Development Fund 'Damu’ "
111 Gogol Street

Almaty, 050004

kazakhstan

Facsimile Mumber:

+T{727) 278-0778,
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INWITNESS WHEREQF the parties hereto, acting through thair representatives
thereunto duly authorized, have caused this Loan Agreement to be signed in their respective
names as of the day and year first above written and fo be delivered at the principal office of

ADE. .

ASIAN DEVELOPMENT BAMK

ASEL CHYNGYSHEVA
Authorized represantative

JEC "ENTREPRENEURSHIP DEVELOPMENT
FUND ‘DAML® ™

LYAZZAT[;'('. IBRAGIMOVA
Chairperson of the Management Board
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SCHEDULE1

Procurement of Goods, Works and Consulting Services

Sanaral

1. The Borrower shall cause the PFls to ensure that all Goods, Works, and
consulting services to be financed out of the proceeds of the Loan shall be procured in
accordance with ADB proctrement policy, which Is embodied in relevant provisions of the
Procurement Guidelines and the Cansulting Guidelines; except that the requirement that the
precesds of ADE financing can be used only for procurement of Goods, Works and consulting
services supplied from and produced in mamber countries of ADR is not applicable. The use by
Qualified SME Borrowers of international competitive bidding procedures under the Project shall
be encouraged whers the amount of a Qualified SME Subproject investment is unusually large.

|ndustrial or Intellectus| Property Rights

2 {a) The Barrower shall cause the PFls to ensure that all Goods and Works
procured by each Quaiified SME Borrower (including without fimitatien all computer hardware,
software and systems, whether separately procured or incorporated within other goods and
services procured) do not violate or infringe any industrial property or intellectual property right
or claim of any third party.

fh) The Barrower shall cause PFLs to snsure that all contracts entered into by
each Qualified SME Borrower for the precurement of Goods and Waorks contain apprapriate
representations, warranties and, if appropriate, indemnities from the contractor or supplier with
-respact to the matters referred to in subparagraph (&) hereinabove.

3. The Eorrower shall cause PFls to ensure that all ADB-financed contracts entered
into by each Qualified SME Borrower with consultants contain appropriate representations,
warranties and, if appropriate, indemnities from the consultants to ensure that the consulting
sarvices provided do not violate or infringe any industrial property ar mtellectual property right or
claim of any third party.
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SCHEDULE 2

Execution of Project; Flnancial Matters

Implementation Arrangements

1. As the Project Executing Agency, the Borrower shafl be responsible for averall
implementation, including utilization and disbursement of the Loan proceeds. The Borrower
shall ensure that the Project is implemented in accordance with the detailed arangements set
forth in the PAM. &hy subsequent change to the PAM shall become effective only after approval
of such change by the Borrower and ADE. In the event of any discrepancy between the PAM,
any Project Agreement and this Loan Agreement, the provisions of the Loan Agreement shali
pravail.

2. The Borrower shall cause each PF| {o: {a) bear the credit rizsk asseciated with the
SME Loans made by it to Qualified SME Borrowers under the Project; and {b) independently
determine the creditworthiness of each Qualified SME Borrower and the terms and conditions of
the related SME Loans, in accordance with international best practices for ending or otherwise
providing credit through. financial leasing to SMEs (includes determination of margins and
associated fees, security taken and proper legal documentation).

Eligibility Criteriz for PFis

3. The Barrawer shall cause each PF| ta comply with the following eligibility criteria.
In the event, however, of any non-compliance by such PFI with any of the following eligibility
criteria, the Borrower shall cause such PF to notify ADB of such non-compliance within the time
periad indicated in paragraph 2 of the Schedule to the respective Project Agreements:

{a} comply fuily with capital adequacy ratios and prudential limit guidelines
set by the agency responsible for banking and financial supervision in
Kazakhstan or have an agreed action plan to do so:

{b) have a credif rating of at least "B-" issued by a credit rating agency, or
have such other rating acceptable to ADE {providad that such rating shall
nat be fwo or more notches lawer than the then current rating of the
relevant PFl as of the date of this Agreement, unless the rating
downgrade is an automatic dewngrade as a result of the downgrading of
the soversign rating of the Guarantar,

{c) be prefitable for its most recently complieted fiscal year, or have an
agreed action plan to become profitable. For purposes of the foregoing,
profitability refers to profit after tax;

{d) have a ratio of non-performing leans (NPLs) less than 10%, or have an
agreed gotion plan to reduce NPLs to that level. For purposes of the
furegoing, nein-performing leans shall mean loans overdue by more than
90 days and shall include, at a minimum, principle and accrued interest:
and
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fe) maintain a ratio of total capital to risk-weighted assets of not less than
12%, or have an agreed action plan to attain sueh ratio. For purposes of
the foregoing, such ratio shall be calculated in accordance with
Karakhstan statutory reguirements.

Compliance with the criteria set forth in subparagraph 3(a) hereinabove shall be confirmed

based on the information reported on the English-languaye website of the agency referred fo in

subparagraph 3{a} hareinabove, provided, that, the Borrower shall cause each PFI to submit to

ADB within 60 days of sach 30 June and 31 December, an English language copy of all

information required to be submitted by such PRI to such agency in order to permit such agency

to determine compliance with such criteria for the period then ended. The Berrower shall cause

each PFI to confirm compliance with the criteria set forth in subparagraphs 3{c}, {d) and (e)

hereinabove as Indicated in subsection (c)(ii) of Section 3.06 of the respective Project.
Adraements,

4 Each SI_A shall provide that it shall be an event of default under such SLA if the
relevant PRl shall have aithar (i) failled to comply with the terms of any agreed actlon plan
between such PFI and ADB in respect of attaining compliance with any of the eligibility criteria
describad in paragraph 3 above or (i) falled {o come to agreement with ADB on such an action
plan within 80 days after ADE has become aware that such PF| has ceased to be compliant with
any of the eligibility criteria described in paragraph 3. In the event that thers is failure by a FFl {o
either {a) comply with the terms of any such aclion plan or {b) enter inte any such action plan
within the time period specified above, the Baorrowser shall inferm ADE and the Burrnwer and
ADB ghall agrese on the course of actian for such PFI.

Change of Control of PFls

5. Each SLA shall pravide that it shall be an event of default under such SLA if any
change in control (as sush tarm shall be defined in the applicable SLA) of the relevant FFI will,
in Damu's sole discretion, either (a} have a material adverse effect on such PFI's operations ar
financial performance, ar {b) entail a change in such PFI's business strategy not conducive to
achieving the ohjectives of the Investment Program. The Borrower shall, and shall cause each
PFI to, promptly notify ADE of the occurrenee of any change in control of such PRI and, if
requested by ADE, the Borrower shall promptly exercise its rights under the applicable SLA in
respect of such change in control.

Eligibility Criteria for Qualified SME Barrower

5% The Borrower shall cause PFIs ta ensure that each Qualified SME Borrower:

{a) is a small andfar medium enterprise accerding to the definilion stipulated

in the Law on Private Entreprensurship of the Republic of Kazakhstan,
and

(k) is not engaged in any prohibited investment activily listed in the
attachment to this Schedule.
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Eligibility Criteria for Qualified SME Subproject

7 The Borrower shall cause PFls to ensure that Gualified SME Subprojects shall
be for activities that:

{a} are not incfudad in the list of prohibited investment activities sat out in the
attashment ta this Schedule; and

{b} comply with the environmental safeguards set cut in paragraphs 10 to 12
of this Schadule,

SME Loans
g, The Borrower shall cause each PF| to ensurs that:
{a) each SME Loan:

{f) is used by a Qualified SME Borrower to {4) acquire ficed assats,
{B) modernize existing fixed assets, (C) finance working capital,
andfor {D) subject to subparagraph (b} below, finance existing
loans with the specific purpose to acquirefmodernize fived assels
andfor finance working capital;

{ii} is denominated in Tange,
{iiiy has a market-based intarest rata; and

{iv} sublect fo subparagraph {b) below, has a repayment term as
follows: (A} in the cdse of financing for working capital — up to 38
manths; and {B} in the case of financing for acguisition and
meodernization of fixed capital assets — up to 84 months, provided,
that such PFI shall be required to use its own funds to the extent
the repayment term of such BSME Lean extends beyond the
principal repayment date of the Subloan to such PFIl For the
avoidance of doubt, any principal amount of an SME Loan repaid
may, subject to the terms of this subparagraph (a), be used by
such PRI 10 make additional SME Loans;

{b) (i at any given fime, no mare than 15% of the aggregate amaunt of the
Subloan to such PFL is applied to the financing of existing loans of such
PFI for Gualified SME Subproiects ariginally made using funds ather than
the procesds of the Loan and (i} the remaining repayment term of any
such existing loan shall not be mere than 12 manths at the time i is
financed using the proceeds of the Subloan. For the aveidance of douit,
such PFI shall ensure that the eligibility criteria for those Qualified SME
Borrowers and Qualified SME Subprojects (which includes the use of the
ESMS to screen these Qualified Subprojects) have been met;
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{c) at any given time, no Qualified SME Bomower ar group of affiliated
persons (as such ferm shall be defined in the applicable SLA} ghall have
outstanding borrowings, either individually from the PFl or collectively
from all the financial institutions (including the PFI) to which the Borrower
may lend meney under the Investment Program for the same purpose as
the SME Loan, of maore than T550,000,000 using funds made available by
ADB under the Investment Program;

{d) such PFl uses its best efforts to cause that: (i} at lsast 50% of the
aggregate principal amount of the SME Loans made by it under the
Project are used by for investment purposes; and {fi) at |east 40% of the
aggregate principal amount of the SME Loans made by it under the

Project are provided to SMEs |ocated outside of Almaty and Astana cliies;
and :

(&) such PFl uses its best efforts to cause that: {i} =i least - 30% of the
aggregate numier of SME Loan applications received by such PRI under
the Preject, and (i at least 24% of the aggregated number of SME Loans
made by such PFl under the Project, are from or {o, as applicable, the
following: |

{A) SMEs with a minimum of 50% wormen ownership; o
(B SMEs with management controlled by women.

Gualified SME Subproiects {Sereening,  Categorization, and Environmental and  Social
Assessment and Planning)

g, The Borrowar shall cause the PFls to ensure that before any proposed
subproject is approved to be a Qualified SME Subproject far financing:

{a) the PFls have appeinted designated staff for projsct implementation

particularly for financial management and reporting, and monitoring and
evaleation;

s} the EEMS is used to screen and categeorize the significance of potential
environmental, indigenous peoples or invaluntary resettlement impacts
associated with such subproject; and

{c} an EMP is prepared for proposed subprojects as required pursuant to the
ESMS.

10. The Borrower shall cause the PFls to ensure that each proposed subproject does
nat involve any: {a) involuntary resettlement or indigenous peoples impacts within the meaning
of the SPS; (b environmental impacts which can be categorized as Category A, in each case
within the meaning of the SPS; or (¢} activity referred to in paragraph 7(a) of this Schadule.

11. Without limiting paragraph 10{z} of this Scheduls, the Borrower shall cause the
FPFls to ensure that in respect of any pmpused subproject that invelves the acquisition or
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fransfer of any interest in land, such acguisition or transfer |s between willing paries and not
under eminent domain,

Environment

12, The Borrower shall cause the PFls to ensure that the preparation, design,
construction, implementation, operation and descommissioning of each Qualified SME
Subproject comply with {a) all applicable laws and requlations of the Republic of Kazakhstan
relating to environment, health, and safety; {b) the ESMS; (s} the EARF; and {d) all measures
and requirements set forth in ths respective EMP, and any corrective or preventative actions set
forth in 8 Safequards Monitering Report.

Human and Financial Resources to Implement Safequards Requirements

13 The Bomower shall cause the PFls to ensure that (a) necessary bldgetary and
human resources are made available to fully implement the ESMS; and (b} each Qualified SME
Borrowar makes available necessary budget and human resources ta fully implement the EMPs
as required.

Safequards Monitoring and Beporing

14, The Borrower shall cause the PFIs to do the following:

{a) submit semi-annual Safeguards Monitoring Reporis to the Borrower for
compilation and timeky submissien by the Borrower to ADB,

{b} if any unanticipated environmental andfor social risks and impacts arise
during any GQuallfied SME Subpreject implementation, pramptly Inform the
Borrower and ADB of the occurrence of such risks or impaets, with
detailed description of the event and propased corrective action plan; and

{c) report to the Barrower and ADB any actual or potential breach of
compliance with the measures and requirements set ferth in the EMP,
promptly after becoming aware of the breach.

Disbursement

15, Except as ADB may otherwise agree, the Loan proceeds shall ke disbursed in
accordance with the Loan Disbursement Handbook.

Gender

16. The Borrower shall cause the PFIs to ensure that: (8) the gender action plan as
referred to in Schedule 5 to the FFA is duly implemented under the Project; (b} adequate
rescurces are allocated for the implementation of the plan; and {c) key gender outcome and
output targets are menitored and achisved.
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Labar S{andards

17. The Borrower shall cause the PFIs fo¢ ensure that the core labor standards (as
set nut in the relevant conventions of the International Labor Organizaticn} and applicablz laws
and regulations of the Republic of Kazakhstan, including workplace occupationai safety norms,
are complied with during Giualified SME Subproject timplementation.

Good Governance and Anticorruption

18, The Bortower and PFlz shall comply with ADB's Anticarruption Policy (1988, as
amended to dake) and acknowledge that ADB, consistent with its commitment to good
governance, accountability, and transparency, reserves the right to investigate directly, or
through its agents, any possible cormupt, fraudulent, collusive, or coercive practises relating to
the Project. The Barrower shall ¢cause each PFI to: (a) ensure that all confracts financed by
ADB utilizing the procesds of the Loan include provisions specifying the right of ADB to audit
and examina the records and accaunts of the FFls and the Qualified SME Borrowers as they
relate to the Project; and (b} cupperate fully with any such investigation and to extend all
necegsary assistance, including providing sccess to all relevant books and regords, for the
satisfactory completion of any such investigation.

Anti-Money Laundering and Financing of Terrorism

18. The Borrower shall cause each PFl to ensure:

{a) compliznce with applicable laws and regulations of the Borrawer on
combating money laundeting and financing of terrorism and that Loan
proceeds are not used, directly or indirectly, in money laundering or
financing of terrarism;

{t) implementation of internal control procedurss to prevent violation of
subparagraph (a} hereinabove; and

(ch that the Borrower and ADB are promptly informed if there is any violation
or potential vielation of subparagraph (a) herginabove. In the event that
ADB informs a PFI of its concern that there has been such an alleged
viclation, the FFI shall: {i) cooperate in good faith with ADB and its
representatives so that ADB can determing whether such a violation has
soourred: (il respond promptly and in reasanable detail to any query from
ADE; and {iii} furnish documentary support for such response upon ADB's
request,




21

Attachment to Scheduls 2

PROHIBITED INVESTMENT ACTIVITIES LIST

{a) production or activities involving harmful ar exploitative farms of forced labor! or
child labor®: :

{t} production of or trade in any product or activity deemed illegal under host
country laws or regulations or international conventions and agreements or
subject to international phaseouts or bans, such as {i) pharmaceuticals®,
pesticides, and herbicides®, (i) ozone-depleting substances®, {iii} _
polychlorinated biphenyls® and other hazardeus chemicals®, (iv) wildiife or
wildlife products regulated under the Convention on international Trade in
Endangered Species of Wild Fauna and Flora®, and () ransboundary trade in
waste or waste products”

{c} production of or trade in weapons and munitions, including paramilitary
matarials;

{d)  praduction of or trade in alcoholic beverages, excluding beer and wine: ™

{e) production of or trade in tobacce; (Fostnote 10)

{f) gambling, casinos, and equivalent enterprises; (Footnote 10)

(g)  preduction of er trade in radioactive materials", including nuclear reactors and
components thereof:

(H} production of, trade in, or use of unbonded asbestos fibers':

(i commercial logging operations or the purchase of logging equipment for use in
primary tropical moist forests or old-growth forests;
{j} marine and coastal fishing practices, such as large-scale pelagic drift net

fishing and fine mesh net fishing, harmful to vulnerable and protected species
in large numbers and damaging to marine biodiversity and habitats:; and
{k) any activity prohibited by the law of the Republic of Kazakbstan.

Forced labar means all work or services not valunterily pedomned, that is, extracted from individuals undar threat af
force or panalty.

Child labor means the employmant of ehlldran whose age is below the host country's statutory minimum age of
employment or employment of childran in contravention of Internatinnal Lakar Organlzation Convention Mo, 128
"Miniraum Age Caorvention” (wiaaw_llo,org),

A list of pharmaceutical produets subject to phaseouts or bans is avallable at Rttpziwww wha Int.

A list of pesticides and herbicldes subject to phaseauts ar bans is available at htipdfwww. pic. Int

A list of tha chemical compounds that react with and deplata stratasphanic ozona resuiting In ths wiclely publicizad
tzona holes is listed In the Mantraat Pretocal, tagather with target raduction and phaseout dabes. Infornation is
awvailabie at hitpifeaw: unap.orglozoneimoentraal shiml.

A group of highty toxic chamieals, polychlorinated biphenylz are likely to be foend in cil-filled electrica:
transformers, capacitors, 2nd switchgear dating from 1950 Lo 1085,

A list of hazardous chemicals is available at hitp:thwww.ple.Int

A lrat iz available at hitp:enw, gikas ang.

As defined by the Basel Convantion, see it fwany. hasel int.

This deas not apply be Dualified SME Borrowers who are not svhstantially involvad in these aclivivies, Mot
substantally involved means that the activity concemed |s anciltary to Qualifled SME Borrower's primary
cperations. Mot substantially involved with réspect to aleobalic beverages ieeluding baer and wine) and tobacce
rmeans that their sales de not comprise maers than 20% of ke relevant Qualiied SME Barrowear's averagea gross
anmual revenue.

This does net apply te the purchass of medical equipment, guality control imeasurement] aquipment, and any
equipment for which ADB considers the radioactive sourca o be Eivial and adequately shisfded,

This does not apply to the purchase and use of banded ssbastos cement sheeting whars the asbestas content |z
lags than 20%.





