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LOAN AGREEMENT
(Ordinary Operations)

Ak Jelb
LOAMN AGREEMEMWNT dated 147" Nedewbe v between  the [SLAMIC
REFPUBLIC OF PAKISTAN ("Borrower") and ASIAN DEVELOPMENT BANK ("ADB").

WHEREAS

(& by a framework financing agreement dated 12 February 2015 belween
the Borrower and ADB, ADE has agreed ta provide a multitranche financing facility to the
Borrower for purposes of financing projects under the Second Powsar Distribution
Enhancement Investment Program,

(B} by a periodic finarcing request daled 19 February 2015, the Baorrower
has appiied to ADE for (i) a loan from ALB's ordinary capital resources and (i) a loan from
ADEB's Special Funds resources for the purposes of the Project described in Schedule 1 to
this Loan Agrasment

() by an agreement betwesn the Borrowaer and ADB, ADE has agreed (o
lend to the Borrower from ADE's Special Funds resources zn amount in various curences
equivalent to foureen milion two hundred eight thousand Special Drawing  Righs
(SDR14 208,000} for the purpases of the Project;

)] the Projedt will be implementad by the DISCO. namely, FESCO,
GERPCO, HESCO, |IESCO, LESCO, MEPCO, PESCO, QESCO and SEPCO, and for this
purpose the Borrower will make available to the DISCO the proceeds of the Special
Operations Loan, and lo IESCO and LESCO the proceads of the loan provided for herain,
Lpon tarms and conditions satisfactory o ADB, and

{E)  ADS has agreed to make a loan to the Borrower from ADB's ordinary
capital resources upon the terms and conditions set forth herein and in the Project
Agraement of sven date herewith between ADE and the DISCO;

NOW THEREFCRE the parties hereto agree as follows:

ARTICLE

Loan Regulations; Definitions

Section 1.01. All the provisions of the Crdinary Cperations Loan
Regulations Applicable to LIBOR-Based Loans Made from ADB's Crdinary Capital
Resources, dated 1 July 2007 ("Loan Regulations”), are hereby made applicabla to thes Loan
Agreement with the same force and effect as if they were fully set forth herein, subject,
hawevat, to the follawing modifications:



section 2.01(50) is deleted and the following is substituted therefor:

"Project Agreement’ means the Project Agreement of even date
herewith between ADE and the DISCO.

The term "Project Executing Agency” appearing in Sections 7.04(n),
8.01(d), 5.01(f). 3.01(k), 16.01(z) and 10.02(c) of the Loan Regulations

shall be substitutad by the term “CISCO",
Section 3.03 is deleled and the following is substituted therefor:

Commitment Charge; Credit; Maturity Premium. (a)
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,

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

e The Borrower shall pay a maturity premium at
the ratz 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 payabls by the
Borrower,

Section 3.06 is deleted and the following is substituted therefor:

Rehate, (a) Following any announcement oy
ADB that the Fixed Spread applicable to new Loans shall be
reduced, ADB shall provide a Febate to any Borrower with an
outstanding Loan on which a higher Fixed Spread is
applicable. The amount of the Rebate shall be determined by
mulliplying (i) the difference between the Fixed Spread
applicable to the oulstanding Lean and the Fixad Spread that
will be applied to new Loans (expressed as a percentage per
annumyj, by (i) the principal amount of the cutstanding Loan on
which the Borrower shall pay interest for all interest periods
commencing cn and after the effactive date of the lower Fixed
Spread thal will be applied to new Loans.

(k) Following any announcement by ADE that its
Funding Cosl Margin calculations with respect to any Loan
Curreney (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 (exprassed as a
percentage per annum) by (i} the principal amount of the Loan
on which the Barrower shall pay interest for the Interest Periad
commencing immediaiely after the Semester for which the



Funding Cost Margin was calculated. ADB shal apply the
amount of the Rebale against the interest payable by the
Barrawer for the Interest Period commencing immediately after
the Semester for which the Funding Cost Margin was
calculatad,

{e)  Section 3.07 is deleted and the following is substitutad therefar:

Surcharge. ({a) Following any announcement by
ADE 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 determinzd by
muitiplying {i) the difference between the Fixed Spread that will
be applied to new Loans and the Fixed Spread applicable to
the outstanding Loan (expressed as a percentage per annum),
by (i) the principal amount of the outstanding Loan on which
the Borrower shall pay intzrest for all intarest periods
commencing cn and after the effective date of the higher Fixed
Spraad that will be applied to new Loans.

(b Follawing any anncuncement by ADE that its
Funding Cost Margin calculations with respect to any Loan
Currency {(or Approved Currency) in any Semester resulted in
ADB incurring additicnal costs, the Borrower shall pay ADB a
Surcharge. The amaunt of the Surcharge shall be determinad
by multiplying () the Funding Cast Margin (expressed as a
percenlage per annum) by (i} the principal amaunt of the Loan
cn which the Borrower shall pay interest for the Interest Period
commencing immedialely afler 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 commeancing immediately afler
the Semester for which the Funding Cost Margin was
calculatad.

Section 1.02. Wherever used in this Loan Agreement the several
terms defined in the Loan Regulations have the respective meanings therein set farth unless
modified harein or the conlext otherwise requires.  Additional terms used in this Lean
Agreement have the fallowing meanings;

{a) “AMIT means advanced metering infrastructure;

(f) “Consulting  Guidelines” means the Cuidelines on the Use of
Consultants by Asian Development Bank and its Barrowers (2013, as amended fram time to
time);

fc) *Consulting Services” means the services to be firanced out of the
proceeds of the Special Operations Loan as described in paragraphs 3(e) to 3(g) of
sehedule 1o this Loan Agreament,



{d} "DISCO" means the distribution companies FESCO, GEPCO, HESCO,
IESCO, LESCO, MEPCO, PESCO, QESCCO and SEPCO, both individually and collectively,

(g) “Environmental Assessment and Feview Framework” or “FARF
means the envirenmental assessment and reviow framework for the Investment Frogram,
including any update thereto, agreed between the Borrower and ADB and incorporated by
reference in the FFA:

(f} “Facility” means the multitranche financing facility provided by ADB ta
the Borrower for purposes of financing projects under the Investment Program:

(g) “FAM" means the Facility administration manual dated 13 February
2015 ard agreed between the Borrower and ADB, as updated from time to time in
accerdance with the respective administrative procedures of the Borrower and ADE:

{h)  "FESCO" means Faisalabad Electric Supply Company Limited,
incorporated under the Borrower's Companies Ordinance, 1984, or any successor thereto
acceptable to ADE;

(i ‘Financial Year" means the period from 1 July to 30 June;

i "GERCO" means Gujranwala Electric Power Company Limited.
incerporated under the Borrower's Companies Ordinance, 1984, or any suncessor therelo
acceplable to ADB;

(k) ‘Goods" means equipment and materials o be financed out of the
proceeds of the Loan, including related services such as transporiation, nsurance,
installation, commissioning, training, and initial maintenance, but excluding Consulting
Services:

ih ‘HESCO" means Hycerabad Electric Supply Company Limited,
incarporated under the Borrower's Companies Ordinance, 1984, or any successor thereto
acceptable to ADS;

(m) IESCO" means |slamabad Electric Supply Company Limited,
incorporated under the Borrower's Companies Crdinance, 1884, or any successer thereto
acceptabla Lo ADB:

(M) CIFRS" means the International Financial Reporting Standards
developed by the International Accounting Standards Board;

(o) Investment  Program’ means the Second Power Distribution
Enhancemant Investment Program;

(P LESCO" means Lahore Electric Supply Company Limited,
incorporated under the Borrower's Companies Crdinance, 1984, or any successor therato
acceptable toc ADE;

{a) ‘Loan Disbursemant Handhook" means ADB's Loan Disbursement
Handbook (2012, as amended fram time to time)



{ry "MEFCO” means Multan Electric  Power Company  Limiled,
incorporated under the Borrower's Companies Ordinance, 1984, or any successor thereto
acceptable to ADG:

(s} "MOWP" means the Ministry of Water and Power of the Borrower, or
any successor tnereln acceptable to ADE;

{1} "PESCO" means Peshawar Electric Supply Company Limited,
incorperated under the Borrower's Companies Ordinance, 1984, or any successor thereta
acceptable lo ADE:

() "PFR® means the periodic financing reguest submilted or to be
submitted by the Borrower for the purpozes of each loan under the Facility, and, for the
purpose of this Loan Agreement and the Special Operations Loan Agreement, means the
periodic financing request dated 19 February 2015

{v) "Procurement  Guidelines” means AD3's Procurement Guidelines
{2013, as amended from time to tima);

(w)  “Procurement Plan" means the procurernant plan for the Projeat dated
13 February 2015 and agreed between the Borrower and ADB, as updated from time to time
in accordance with the Procurement Guidelings, the Consulting Guidelines. and other
rrangements agread with ADG:

() “Project facilities" means the meaters, communication squipment, data
management equipment, billng equipment custamer information system and other
equipment and facilities to be installed under the Project;

(y)  "OESCO" means Quetta Electic Supply Company Limited,
incarporated under the Borrower's Companies Ordinance, 1984, or any successar thereta
acceptable to ADD;

(2) ‘Relending Agresment” means the agreement between the Borrower
ard IESCO, or the Borrower and LESCQO, as the case may be, referred to in Section 3.01{a)
of this Loan Agreement;

(aa) ‘"Resettlement Framawork™ or “RF' means the resettiement framework
for the Investment Program, including any update therete, agreed between the Borrower and
ADE and incorporated by reference in the FRA:

(bky)  “"Safeguard Policy Statemenl” or "SPS" means ADB's Safeguard Policy
Statement {2009);

(co) "SEPCO" means Sukkur Electne Power Company  Limited,
incorporated urder the Borrewer's Companies Ordinance, 1984, or any successor thereto
acceptable o ADEB;

(dd) “"Special Cperations Loan” means the loan referred to in recital (C) of
this Lean Agreement,



(ee) "Special Operations Loan Agreement” means the agreamant referred
to in recital (C) of this Loan Agreemeant: and

(ff) Works" means construction or civil works to be financed out of the
proceeds of the Loan, including services such as drilling or mapping, and Project related

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

ARTICLE Il

The Loan

Section 2.01. (a)  ADB agrees to lend to the Borrower from ADE's
ordinary capilal resources an amcunt of three hundred eighty millien Dollars ($380,000,000),
as such amount may be convertad from time te time through a currency Conversion in
accordance with the provisions of Section 2.08 of this Loan Agreement,

(b} The Loan has a principal repayment pericd of 17 years, and a grace
period as oefined in subsection (o) hereinafter.

(c) The term "grace perod” as used in subsection (b) herginabove means
the period prior to the first Principal Payment Date in accordance with the amardization
schedule set forth in Schedule 2 (o this Loan Agreement,

Section 2,02, I'he Borrowsr shall pay to ADB interest on the principal
amount of the Loan withdrawn and outstanding from time o lime at a rate for each Interest
Period equal to the sum of:

(&) LIBOR; and

(b} 0.80% as provided by Section 3.02 of the Loan Regulations less a
cradit of 0,10% as provided by Section 3.03 of the Loan Regulations.

Section 2,03, The Burrower shall pay a commitment charge of 0.15%
per annum. Such charge shall accrue on the full amount of the Loan (less amounts
withdrawn from time to time), commencing §0 days after the date of this Loan Agreement.

Section 2,04, Interest and other charges on the Loan shall be payable
semianrually on 15 April and 15 October in each year.

Section 2,05. The Borrower shall repay the principal amount of the

Loan withdrawn from the Loan Account in accordance with tha provisions of Schedule 2 to
this Loan Agresment,

Section 2.06. () The Borower may at any time request any of

the following Conversions of the terms of the Loan in order to facilitate prudent debi
management;



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

(ii) a change of the interest rate basis applicable to all or any
partion of the principal amount of the Loan withdrawn and
oulstanding from a Floating Rata to a Fixed Rate, or vice versa;
and

(iii;  the satling of imits on the Floating Rate applicable to &l or any
postion of the principal amount of the Loan withdrawn and
outstanding by the establishment of an Intsrest Rate Cap or
Interest Rate Collar on said Floating Rate.

(b} Any conversicn requestad pursuant to subsaction (a) hereinabove that
is accepted by ADB shall be considered a “Conversion’, as defined in Saction 2.01{B) of the
Loan Regulations, and shall be effected in accordance with the provisions of Article V of the
Loan Regulations and the Conversion Guidalines,

ARTICLE I

Use of Proceeds of the Loan

Section 3.01. {a)  The Borrower shall relend the proceeds of the
Loan to IESCO and LESCO under Relending Agreements upen terms and conditions
salisfactory to ALE

(h) The Borrower shall cause the procesds of the Loan (o be applied to
the firancing of expenditures on the Project in accordance with the pravisions of this Loan
Agrzement and the Project Agraement,

Section 3.02, The proceeds of the Loan shall be allocated and
withdrawn 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 ADE.

Section 3,03, Except as ADB may otherwise agree, the Borrower
shall procure, or cause to be procured, the items of expendiiure to be financed out of the
proceeds of the Loan in accordance with the provisions of Schedule 4 to this Loan
Agraement. ADB may refuse to finance a contract where any such item has not been
procured under procedures substantially in accordance with those agreed betwsen the
Borrower and ADB or where the terms and conditions of the contract are not satisfactory to
ADB.

Section 3.04, Except as ADB may otherwise agree the Borrower
shall cause all tems of expenditure financed out of the proceeds of the Loan to be used
exclusively in the carrying out of the Project.



Section 3.05. The Loan Closing Date far the purpases of Section 5.02
of the Loan Regulations shall be 30 June 2018 or such other date as may from time to time
be agreed batween the Barrower and ADE,

ARTICLE IV

Particular Covenants

Section 4.01. (&) The Borrower shall cause the Project to be
carried out with due diligence and efficiency and In conformity with sound applicable
lechnizal, financial, business, and development practices,

() In the carrying out ef the Project and operation of the Project facilities,
the Borrower shall perform, or cause to be performed, all obligations set forth in Sehedule §
to this Loan Agreement and the Project Agreement,

Section 4.02. The Borrower shall make available, or cause to be
made available, promptly as neaded, the funds, facilities, sarvices and other resources. as
required, in acdition to the proceeds of the Loan, for the carrying out of the Project.

Section 4,03, The Borrower shall ensurs that the activities of its
depariments 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 administralive
policies and procedures.,

Seclion 4.04. The Borrower shall enable ADB's representatives to
nspect the Project, the Goods and Works, and any relevant records and documents,

Seclion 4.05, ADB shall disclose the annual audited financial
statements for the Project and the opinion of the auditors on the financial staternents within
30 days of the date of their receiot by posting them on ADE's website,

Sectiocn 4,08, The Borrower shall take all actions which shall be
necessary on its part to enable the DISCO to perform its obigations under the Project

Agreement, and snall not lake or permit any action which would interfere with the
performance of such obligations.

Section-4.07. {a) The Borrower shall exercise its rights under the
Relending Agreements in such a mannzr as lo protect the interests of the Borrower and ADB
and to accomplish the purposes of the Loan.

(b No rights or obligations under a Relerding Agresment shall be
assigned, amended, abrogated ar waived without the prior concurrence of ADB.



ARTICLE V

Suspension; Acceleration of Maturity

Section 5.01. The following is specified as an additional event for
susgension of the right of the Barrower to make withdrawals from the Loan Account for the
purposes of Section 8.01(1) of the Loan Regulaticns: the Borrower or IESCQ or LESCO shall
have failed lo perform any of its obligations under a Relending Agreement,

Section 5.02. The following is specified as an additional event for
acceleration of maturity for the purposes of Section 8.07{a)(iv) of the Loan Ragulations: the
event specified in Section 501 of this Loan Agreement shall have accurred

ARTICLE V|

Effectiveness

Section &.01, The following is specified as an additional cendition to
the eftectivenass of this Loan Agreement for the purposss of Saction 10.01(H of the Loan
Regulations: the Special Operations Loan Agreement has been duly authorized, executed
and delivered cn behalf of the Borrower and all conditions precedant to its effectiveness

{other than a condition requiring the effectivenass of this Loan Agreemenl) have been
fulfil=d.

Section 8.02. The following is specified as an additional matter, for
the purposes of Section 10,02(d) of the Loan Regulations, to be included in the opinicn or
opinions to be furnished to ADB: that the Special Operations Loan Agreement has besn duly
authorzed, executed and delivered on behalf of the Borrower and is legally binding on the
Borrower in accordance with its terms.

Section 65.03. A date 90 days after the date of this Loan Agreement is
specified for the effectiveness of this Loan Agreamant for the purposes of Section 10.04 of
the Loan Regulations.

ARTICLE VI

Delegation of Authority

Section 7.01. The Borrower heraby designates IESCO and LESCO as
its agent for the purposes of faking any action or entering inte any agreement reguired or
permitied under Sections 3.02, 3.03 and 3.05 of this Lean Agreement and under Sections
§.01, 6.02, 6,03 and 6.04 of the Loan Regulations.
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Section 7.02, Any action taken or any agreement entered info by
IE5C0 and LESCO pursuant to the authority conferred under Saclion 7.01 of this Lean

Agreement shall be fully binding on the Borrower and shall have the same force and affect as
if taken by the Barrower,

Section 7.03, The autherity conferred on IESCO and LESCO under

Section 7.01 of this Laan Agreement may be revoked or modified by agreement between the
Borrower and ADB.

ARTICLE VIII

Miscellaneaus

Section 8.01. The Secretary, Economic Affairs Division, Ministry of
Finance, Revenue, Economic Affairs, Statistics and Privatization of the Borrower is

cesignated as representative of the Borrower for the purposes of Section 12 02 of the Loan
Regulations.

Section & 02 The following addrecsas ara epacified for the purposes
of Section 12.01 of the Loan Regulations:

Far the Borrower

Sagratary
Economic Affairs Division

Ministry of Finance, Revenue, Economic Affairs, Statistics and
Privatization

Government of Pakistan
Islamabad, Pakistan
Facsimile Number:

(92-51) 920-4086

(]

or ADB

Azian Development Bank
6 ACE Avenus
Mandaluyong Cily

1550 Metro Manila
Phillppines

Facsimila Numbers:

(632) 636-2444
(B32) 636-2428.
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- IN WITNESS WHEREOF the parlies hereto, acting through  their
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 to be deliverad at the
principal office of ADB

ISLAMIC REFUBLIC OF PAKISTAN

S f
f_;»n;s;q-ﬂ\ lf, S A

By

Authorized Represantative

ASIAN DEUELGF‘ME__N?T BAMNK ~ |
f ! *
7 l‘._ Z /
By _/ALsHis )/K“ 20/ )
Y huthorized Hepresentative
|_‘ i
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SCHEDULE 1

Description of the Project

The objective of the Investment Program is to increase electricity revenues in
rved by the DISCOD

As a part of the Investment Program, the Preject aims to increase electricity
& regions served by IESCO and LESCO.

The Project shall comprise:

Invastmen! Componant

(a)

(8]

Lc)

(d)

the procurement and Installation of smart meters and associated
equipment at common delivery points, 11 Klovolt feeders, distribution
transformers and for customers at tha 132/86/11/0.4 kilovoll level:

the davelopment and installation of related communication
infrastructure;

the installation of related data management systams:

the upgrade of billing systems and customer information syslems;

Support Component

le)

(M)

e}

the provision of training to the personnel and management of each
DISCO to enable them to effectively cperate and manage the AMI:

the restrusturing of the information technology, metering and testing
departments of each DISCO: and

the provision of support for the implementation of the Investment
Program and each project under the Investment Program, including
monitaring of the physical progress of the implementation and
development of future tranches,

all as maore fully deseribed in the PFR,

4.

The investment component of the Project is axpected to be completed by 31
December 2018.
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SCHEDULE 2
Amartization Schedule

(Second Power Distribution Enhancement Investment Program - Project 1)

1. The following table zets forth the Principal Payment Dales of the Loan and the
percentage of the tetal principal amount of the Loan payable on each Principal Payment Dats
(Installment Share). If the proceeds of the Loan shall have been fully withdrawn as of the
first Principal Payment Date, the principal amount of the Loan repayable by the Borrower on
each Principal Payment Date shall be determined by ADB by multiplying: (2) the tctal
principal amount of the Loan withdrawn and outstanding as of the first Principal Payment
Date; by (b) the Installment Share for each Principal Payment Date, such repayment amount
to be adjusted, as necessary, to deduct any amounts referred to in paragraph 4 of this
Schedule, to which a Currency Conversion applies.

Fayment Due Instaliment Share
(Expressed as a %)
15 Qctober 2019 2.000000
15 Aprl 2020 2.000000
15 Qctober 2020 2.750000
18 April 2021 2750000
185 Octaber 2021 3.000000
15 April 2022 3.000000
15 October 2022 3.0C0000
15 April 2023 3.000000
15 Octobar 2023 3.000000
15 April 2024 3000000
15 Dclober 2024 3.000000
15 April 2025 3.000000
15 Dotober 2025 3.000000
15 April 2028 3.000000
15 Cectober 2026 3.000000
15 April 2027 3.000000
15 October 2027 3.000000
16 April 2028 3.000000
18 October 2028 3.000000
158 April 2028 3.000000
15 October 2029 3.000C00
15 April 2030 3.000000
15 October 2030 3.000000
15 April 2031 3.000000
15 October 2031 3.000000
15 April 2032 3.000000
18 Qetober 2032 3.000000
15 April 2033 3000000

15 October 2033 3.000000



15 April 2024
15 October 2034
15 April 2035
15 October 2035
15 April 2038

Total

14

3.000000
3.000000
3.000000
3.000000
3.500000

100.000000

Schedule 2
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Schedule 2

2 If the proceads of the Loan shall not have been fully withdrawn as of the first
Principal Payment Date, the principal amount of the Loan repayable by the Borrower on each
Principal Payment Date shall be determined as follows:

(a) To the extent that any proceeds of the Loan shall have been withdrawn
as of lhe first Principal Payment Date. the Borrower shall repay the amourt withdrawn and
outstanding as of such dats in accordance with paragraph 1 of this Schedule.

(B) Any withdrawal made afier the first Principal Payment Date shall be
repaid on each Principal Payment Date faling after the dzle of such withdrawal in amounts
determined by ADB by multiplying the amount of each such withdrawal by a fraction, the
numerator of which shall be the original Installment Share specified in the lable in paragraph
1 of this Schedule for said Principal Payment Date (the Original Instzllmant Share) and the
denominator of which shall be the sum of all remaining Original Instaliment Shares for
Principal Payment Dates faling en or after such date, such repayment amounis to be
adjusted, as necessary, to deduct any amounts referred to in paragraph 4 of this Schedule,
to which a Currency Conversion applies.

3, Withdrawals made within two calendar months prior to any Principal Payment
Date shall, for the purposes solely of calculating the principal amounts payable on any
Frincipal Payment Date, be treated as withdrawn and cutstanding on the second Principal
Payment Date follawing the date of withdrawal and shall ba repayable on each Principal
Payment Date commencing with the second Principal Payment Date following the date of
withdrawal,

4. Metwithstanding the provisions of paragraphs 1 and 2 of this Schedule, upon a
Currency Conversion of all or any pertien of the withdrawn principal amount of the Loan to an
Appraved Currency, the amount so converted in said Approved Currency that shall be
repayable on any Principal Payment Date occurring during the Conversion Period, shall be
determined by ADB by multplying such amourt in its currency of denomination immeciately
prior to said Conversion by either: (i) the exchange rate that reflects the ameunts of principal
in saict Appraved Currency payable by ADB under the Currency Hedge Transaction relating
to said Cenversion: or (i) if ADB so determines in sccordance with the Conversion
Guidelines, the exchanga rate component of the Screan Rate.

5 If the principal amount of the Loan withdrawn and outstand ing from time to
time shall be denominated in more than ons Loan Currency, the provisions of this Schedule
shall apply separataly to the amount dencminated in 2ach Loan Currency, so as to preduce a
separate amortization schedule for each such ameount.
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SCHEDULE 3

Allocation and Withdrawal of Loan Proceeds

General

1. The table attached to this Schedule sats forth the Categories of items of
expenditure to be financed out of the proceeds of the Loan and the allzeation of the Loan

proceeds to each such Category (“Table’), {Reference to "Category” in this Schedule istc a
Calegory or Subcategory of the Table).

Basis for Withdrawal from the Loan Account

i Except as ADB may otherwise agree, the proceeds of the Laan shall be
disbursed on the basis of the withdrawal percentage for each item of expenditure set ferth in
the Table.

Interest and Commitment Charges

& The amount allocated to Category 3 is for financing interest and commitmant
charges on the Loan during the Impiementation period of the Proect. ADB shal b antitied
o witharaw o e Loan Aclount and pay i iiseli, on behall of tne Borrower, 1he amiourts
required to mest payments, when due, of such inlerest and commitment charges

Reallocation

4 Notwithstanding the allocation of Loan procesds and the withdrawal
percentages set farth in the Table,

(a) if the amount of the Loan allocated to any Categary appears to be
insufficient to finance all agreed expenditures in that Category, ADB may, by notice to the
Borrower, (i) reallocate to such Categery, to the extent required to meet the estimated
shortfall, amounts of the Loan which have besn allocated to anather Category but, In the
apinion of ADB, are not needad to mest other expenditures, and (i} if such reallocation
cannot fully meet the estimated shortfall. reduce the withdrawal percentage applicable to
such expenditures in ordar that further withdrawals under such Category may continue until
all expendilures thereunder shall have been made: and

{b) if the amount of the Loan allocated to any Category appears to exceed
all agreed expanditures in that Categary, ADB may, by notce to the Borrower, reallocate
such excess amount to any other Categeory,

Disbursement Proceduras

5. Excent as ADB may otherwise agres, the Loan procesds shall be dishursed in
accordance with the Loan Disbursement Handbook,

Eslroaciive Financing

6. Withdrawals from the Loan Account may be made for reimbursement of
aligible expendituras incurred under the Project befare the Effactive Date, but nol earlier than



17
Schedules 3

12 months before the dale of this Loan Agreement in conrection with the procurement of
Goods and Warks, subject to a maximurm amount equivalent fo 20% of the Loan amount.

Caondition for Withdrawals from Loan Account

T Metwithstanding any other provision of this Loan Agreemant, no withdrawals
shall be made from the Loan Account for Categery 1 or Category 2 unless and until ADE has
raceived, with respect to Category 1, a certified copy of the duly executed and effeclive
Relending Agreement between the BEFFDWEI’ and IESCO, and, with raspect to Category 2, a
certified copy of the duly executed and effective Relending Agreement batween the Borrower
and LESCO.
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TABLE
ALLOCATION AND WITHDRAWAL OF LOAN PROCEEDS
(Second Power Distribution Enhancement Investment Program - Project 1)
[ Total Amount Allocated for -
ALB Financing Basis for Withdrawal from the
Number Item (%) Loan Account
. Category  Subcategary o ]
1 |[ESCO** _ 139 600,000 . . R,
100% of total expenditure
n 1A Turnkey Contract 120,800,000 | glaimed® o
100% of total expendilurs
L 18 Unaliocated 18 800,000 | claimed*
2 LESCO™ 232,200,000
. 100% of total expenditure
24 lurnkey Contract 201,200,000 | glaimed*
| 100% of total expenditure
2B Unalocated 31000000 | rgimed
~interest and R T
3 Commitment Chargas 8,200,000 o “DD% AkamEuitsdae
Total |_380.000,000 ‘

* Exchusive of taxes and duties imposed wilhin the territory of the Bormower,

LRI =

Subject to the condition for withdrawal described in paregrapn 7 of Schedue 3,
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Procurement of Goods and Works

General

1 The procurement of Goods and Works shall be subject to and gaverned by the
Procurement Guidelines,

2. All terms used in this Schedule and not otherwise defined in this Loan
Agreement have the meanings provided in the Procurement Guidelines,

Gaoods and Warks

3 Except as ADB may cotherwisa agree, Goods and Works shall only be
procured on the hasis of the following methed of procurement:  international competitive
bidding.

4, The method of procurement is subject to, ameng other things, the detallzd
arrangaments and threshold values set forth in the Frocurement Plan. The Borrower may
Dnh_.r rmdlfy the method of procurement or threshold values with the prior agreement of ADB,
&Nd Todincalions sl be sel eul in upumea to the Procurement Fian.

Damestic Preference

5 The Berrower may grant @ margin of preference in the avaluation of bids
under international competitive bidding in accordance with paragraphs 2.55(a) and 2.55 of
the Procurement Guidelines for domestically manufactured Goeds, which include equipment
and materials that are procured as discrete items under a single responsibility or turnkey
contract,

Industrial or Intellectual Property Rights

G, &) The Borrower shall ensure that all Goods and Works procured
{including without limitation all computer hardware, software and systems, whether
separately procured or incorporated within othar goods and services procured) do net viclate
or infringe any industrial property or intellectual property right or claim of any third party.

(b The Borrower shall ensure that all contracts for the procurement of
Goeds and Works contain appropriate representations, warranties and, if aparoprlate
indemnilies from the centractor or supplier with respect to the matters referred to in
subparagraph (a) of this paragraph.

ADB's Review of Procurement Decisions

.t Contracts procured under international competitive bidding procedures shall
be subject to prier review by ADB, unless ctherwize agraed between the Borrower and ADBE
and =&t forth in the Procurement Plan,

5. In the case of a contract which is subjact to ADB's prior review, the Borrower
shall seek ADB's prior approval of any modification or walver of the terms and conditions of
the contract, including:
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(a} granting an extension of the stipulated time for completion of a contract
for a period of 1 month or more, or which s likely to require an
extension of the Loan Closing Date, or the “Loan Closing Date” in the
Ordinary Operations Loan Agreement (as this term is defined for the
purposes of the Ordinary Operations Loan Agreement), and

(b increases in aggregate of the original price by more than 5% (for the
avoidance of doubt, such increase shall take inte account any previous
changs under such contract),

9. In the case of a contract which is subject to ADB's post review, ADE shall
review the required contract modification or waiver and respond to the Borrower as soon as
practicable, but not latar than 1 month after the receipt of the required document.

10. The Borrower shall provide to ADB copies of all time extansions, modifications
or waivers to the contracts (including changs orders) within 1 manth following amendment of
the cantract.
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SCHEDULE &
Execution of Project; Financial Matters

Implemeantation Arrangements

1. MOWP shall be the Project execuling agency responsible for the overall
manitoring of the Investment Program.

2, Each of IESCO and LESCO shall be an implementing agency for its
respective partion of the investment companent of the Project described in paragraphs 3(a)
to 3(d) of Schadule 1 to this Loan Agreement.

4 Each DISCO shall be an implementing agency for its respactive portion of the
support compenent of the Project deseribed in paragraphs 3(e) to 3{g) of Schedule 1 to this
Loan Agreement.

4 The Borrower shall ensure and cause the CISCO to ensure that the Project is
implemented in accordance with the detaled arangements set forth in the FAM: Any
subsequent change to the FAM shall become effective only after approval of such change by
the Borrower and ADB. In the evenl of any discrepancy between the FAM on one hand, and
this Loan Agreement, the Special Dpera lons Loan Agreement and the Pr:ueu:t Agrezment on
the other, the provisicns of this Loan Agreenent, lie Spsuial Gperations Loan Agreement
and the Ft..:;&z,i Agreament shall prevail.

5, The Baorrower shall ensure and cause MOWP and the DISCO to ensure that
all documents forming the basis far the screening, selection and processing of the Project
and Project activities shall be made available by the Borrower, MOWP and the DISCO to
ADB upen requast.  Such documents shall bz kept available for a minimum period of §
years from the date of the Project completion repaort.

Operation and Maintenance

6 The Borrowar shall cause each of IESCO and LESCO to operate and maintain
the AMI system and equipment installed under the Project and provide propar technical
supervision and adequate funds for the purpose. The funds required for the operation and
maintenance of the AMI system and eguipment shall be allocated annually and released
promptly. The Borrower shall cause each of IESCO and LESCO to prepare and adopt an
cperation and maintenance plan for the AMI system and equipment that is in accordance
with naticnal technical standards and rules or is otherwise acceptable to ADB.

Ciher Operalicnal Covenants

T The Borrower shall ensure, and cause each of IESCO and LESCO to
ensure, that the project management unit and project implamentation unit at 1ESCO or
LESCO, as the case may be, are adequately staffed throughout the entire lifa of the
Project. The staff assigned shall be retained in the units for at |sast 3 years from the
commencement of their assignment and any changes to key staff will need the prior
appraval of the Board of Directors of IESCO or LESCO, as the case may be.,
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B The Borrower shall ensure, and cause MOWP and each of IESCO and
LESCO to ensure, that the implementation of the Project is in compliance with all
applicable laws, rules and regulations of the Barrower, including any law, rule or
regulation which might require the approval of the National Electric Power Reguiatory
Authority for any aspect of the Project, including any change in the commercial
procedures of IESCO or LESCO, as the case may be. in connection with the
implementation of the Project.

. The Borrower shall cause each of IESCO and LESCO to preserve its legal,
oparational, and financial autonomy. The Borrower shall ensure and cause gach of
IESCO and LESCO to ensure that its Beard of Directars oparates effectively and
discharges fully their fiduciary responsibilities in accordance with its Memorandum and
Arlicles of Assaciation.

10. The Borrower shall ensure, and cause each of IESCO and LESCO to
ensure, that any change in the ownership of IESCO or LESCO, as the casa may be, or
sale, transfer, or assignment of the Borrower's interest or shares in it, shall be formally
approved and implemented only after consultation with ADE at least 3 months prior to the
change in ownership, sale, transfer or assignmeant, provided that, if the change, sale,
transfer or assignment is in connection with a privatization of IESCO or LESECO, then the
provisions of paragiaphs 18 (v 20 of Scheduie 5 to this Loan Agraement shall apply.

. The Borrower shall cause each of IESCO and LESCO to make available
and timely release the counterpart funding for its respective portion of the Project.

i2 The Borrower shall cause each of 1ESCO and LESCO to submit tariff
petitions as required to maintaim its financial viakility, Following any tanifl determination
by the National Electric Powsr Regulatory Autharity, the Borrower shall notify the tariff
determination promptly and, in any case, by the dates prescribed by applicable law. The
Borrower shall ensure that any and all tariffs formulated for IESCO and LESCO are, (i) for
each of them, adequate to cover its operating costs, maintenance, dzpreciation and
financing costs and allow an aceeptable return on its equity, and, {ii) adequate to enable

each of them to comply with its covenants under paragraphs 14 to 16 of Schedule 5 to
this Loan Agreement.

13, The Borrower shall ensure, and cause each of IESCO and LESCO to
ensure, that any government entity failing to pay in full its receivables on account of
slectricity consumption is disconnected from elactricily service in the same manner as
any similarly defaulting private customer, subject to compliance by each of IESCO and
LESCO, as the case may be, with all nolice periods preseribad by applicable law and its
own commercial procedures. (Government entities which are exempl from disconnection
by law or judicial order, or pursuant to the list of exempt government antities of IESCO or
LESGO, as the case may be, shall not be covered by this covenant.) The Borrower shall
arsura that any shortfall in payment from governmant entities which purchase electricity
from either of IESCO and LESCO will be promptly financed by the Borrower,
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The Borrower shall ensure, and cause each of IESCO and LESCO to ensure,
that, during the term of this Loan Agreement. its free cash flows for the current Financial
Year shall be &t least 1.2 times its debt service requirements for the same perind on all debt
based on Its financial statements which shall be prepared in accordance with IFRS. For the
purposes of this paragraph;

(a)

(b}

“debt” means any indebtedness of the respective DISCO maturing by
its term more than 1 year from the date on which it was ariginally
incurred;

‘debt service requirsments” means the aggregate amount of all
repayments (including sinking fund payments, lease payments under
finance lease, if any) whether or not actually paid, and inforost and
other charges on dabt, provided that interest charges which are
incurred in financing capital expenditures during development ara
excluded if they are capilalized: and

free cash flows™ means the difference between {i} the sum aof
reveniues from ai sources related to cperations, after making adegquate
provision for uncellectible debt and net non -operating income; and (i)
the sum cf all exoenses related to operations including adminiatration,
maintenance, current taxes and paymants In lieu of taxes (bt
exciuding provisian for depreciation, other non-cash expenses. and
deferred taxes), movements in working capital cther than cash,

The Borrower shall ensure, and cause each of IESCO and LESCO to ensure,

(a)

Far the Financial Years 2017/2018 and 2018/2019, its accounts
receivable as at the end of each Financial Year divided by its annual
ravenues for the respective category of customers for that Finansial
Year divided by 360 days shall be: (i) less than 30 days for the privaia
customers; and (ii) less than 75 days for the public customers, basad
an its financial statements which shall be prepared in accardance with
IFRS; and

From the Financial Year 2019/2020 and for each Financial Year
thereatter during the term of this Loan Agreement, its accounts
receivable as at the end of the Financial Year divided by its annual
revenues for the respective category of customers for that Financial
Year divided by 360 days shall be: (i) less than 25 days for the private
customers; and (ii) less than 50 days for the public customers, based

on its financial statements which shall be preparsd in accordance with
IFRS.
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For the purposes of this paragraph:

(1) "accounts receivable” means amounts due from others for goods and
services delivered in the normal course of business:

(2)  “annual revenues” means the inflows of assets fram selling goocs and
provicing sarvices to customers within the current Financial Year,

including the reduction of liabilities from selling goods and providing
senices to customers;

(3 ‘private customers” means any and all customers that are nal public
customers; and

{43 ‘public customers” means any and all ministiies, agencies, and
instrumentalities of the government of the Borrower, including any and
all companies and other enfilies owned and controlled by the
Borrower.

16. The Borrower shall ensure, and cause each of IESCO and LESCO to Bnsurs,
that, for the Financial Year 2015/2016 and for each Financial Year thereafter during the term
of it Lo Apracment a0l of IES00 g1 L ESCE shal mainiam a sei-tnancing ratio of at
least 20%. For the purposes of this paragranh, “salf-financing ratic” means the division of
cash fram internal sources cver average annual capital expenditures, exprassed as a

percentage, as defined in ADR's Financial Management and Analysis of Frojects Guidelines
{2008),

Folicy Dialogue

17 The Borrower shall ensure, and cause MOWP and each of IESCO and
LESCO to ensure, that ADB is kept informed of the Borrower's policies and programs
related to the power secter, particularly these that relate to the power distribution sector,

tariff rationalization, or any pelicy ar program that could materially affect the financial
viability of IESCO or LESCO or the Projact,

Privatization

18, Notwilhstanding any other provision of this Loan Agreament, the Borrower
shall ensure thal any privalization of IESCO or LESCO shall be formally approved only after
consultation with ADB. The Borrower shall promptly notify ADB of any plan to privatize
IESCO or LESCO and discuss the plan with ADB, As part of the discussion, the Barrower
shall submit to ADB pericdic updates on the progress of the privatization and allow ADE
sufficient opportunity and infarmation to consider the plan. The Borrower shall ensure that
ADB's consent is chblained prior to any transfer of the busness and assets of IESCO or

LESCO and subslitution of IESCO or LESCO as implementing agency for the Project as a
result of a privatization,

19. The Borrower shall cause IESCO or LESCO, as the case may be, to similarly

comply with all of the covenants set outin the immediately preceding paragraph in the event
of its privalization.
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20. In case the business and assets of IESCO or LESCO are transferred as a
result of its privatization, the Borrower and IESCO or LESGO, as the case may be, shall
cause the transferee to enter info a project agreement with ADB and ensure that the
proceeds of the Loan are relent to the transferes on terms and conditions satisfactory to
ADB. Where necessary or appropriate in connection with the relending, the Borrower shall
cause |[ESCO or LESCO, as the case may be, to assign or transfer its rights and obligations
under its Relending Agreement to the transfaras,

safequards

21 The Borrower shall ensure, and cause each of IESCO and LESCO to ensure,
that the Project does not have any environmental, ndigenous peoples or involuntary
resettlement impacts, all within the meaning of the SPS. In the event that the Project does
have any such impact, the Borrower shall take and cause each of IESCO and LESCO to take
all steps required to ensure that the Project complies with the applicable laws and reguiations
of the Borrower, with the SPS, and with the EARF and/or RF as applicanle. In all cases, the
Borrower shall cause each of IESCO and LESCO to comply with all applicable laws and
regulations of the Borrower relating to environmsrt, kealth and safely during the
implementation of the Project.

22, The Borrower shall ensure, and sause each of IESCO and LESCO to BNsuTE,
that no proceeds of the Loan are used to finance any activity included in the list of prohibited
investmant activities provided in Appendix 5 of the SPS.

Lzbor Standards

23, The Borrower shall ensure, and cause each of IESCO and LESCO to ensure,
that the core labor standards and the Borrower's applicable laws and requlations are
complied with during Project implementation. The Borrower shall cause each of IESCO and
LESCO to include specific provisions in the bidding documents and contracts financad under
the Project requiring that the contractors, cther provicer of goods and services and their
subcontractars: (a) comply with the Borrower's applicable labor law and regulations and
incorperate applicable workplace occupational safety norms; (b} do nat use child labor; (o) do
not discriminate warkers in respect of employment and occupation by providing, inter alia,
equal pay for men and women or p=ople from different ethnic groups for work of equal value,
and ta the extent possible, employing women and local pecple, including disadvantaged
people, living in the Project area, provided that the requirements for efficlency are adeguataly
met; (d) do not use forced laber; (e) allow freedom of association and effectvely recognize
the right to collective bargaining; and (f) disseminate, or engags appropriate  service
providers to disseminate, information on the risks of sexually transmilted diseases, including
HIV/AIDS, 1o the employess of contractors engagad under the Project and to members of the
local communities surrounding the Project area, particulary women.

24, The Borrower shall cause each of IESCO and LESCO to strictly maonitor
compliance with the labor standards and provide ADB with reqular reports.
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Gender and Revelopment

28, Tha Borrower shall ensure, and cause each of IESCO and LESCO lo ensure,
that the principles of gender equity aimed at increasing Project benefits and impacts on
women in the Project area consistent with ADB's Falicy on Gender and Development {1998)
are followed during implementation of the Project, including {a) equal pay to men and women
for work of equal value, (b) enabling working conditions for women werkers: and (e} taking

necessary actions to encourage women living in the Projact area to participale in the design
and implementation of Project activities.

Governance and Anticorruption

26. The Borrower shall, and shall cause MOWP and each of IESCO and LESCO
to, (a} comply with ADE s Anticorruption Policy (1898, as amendad to date) and acknowledoe
that ADE rasarves the right to investigate directly, or through its agents, any alleged corrupt,
fraudulent, collusive or coersive practice relating to the Project; and (b) cooperate with any

such investigation and extend all necessary assistance for satisfactory completion of such
investigation,

27 Thie Borrower shall ensure, and cause each of IESCO and LESCO o ensure,
that the anticarruption provisions avuepiable to ADB are ncluded in all bidding documents
and conbracts, including provisions specifying the right of ADE to audit and examine (he
racords and accounts of the executing and mplementing agencies and all contractors,
suppliers, consultants, and other service providers as they relate to the Project, The
Borrower shall allow and assist, and cause each of IESCO and LESCO to allow and assist,
ADB's represenlatives to carry aul random spot checks on the work in progress under the
Project and the utilization of funds under this Lcan Agreement.

28, The Borrower shall cause each of IESCO and LESCO ta provide updated
information on the Project on its website, including information on the parormance of the
Froject, business opporunities, bidding process and guidelines, oulceme of hiddings and
sUMmmary progress reporls.





