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LOAN NUMBER 7303-UR
LOAN AGREEMENT

AGREEMENT, dated . 200 _, between
REPUBLICA ORIENTAL DEL URUGUAY (the Borrower) and INTERNATIONAL
BANK FOR RECONSTRUCTION AND DEVELOPMENT (the Bank).

WHEREAS the Borrower, having satisfied itself as to the feasibility and priority
of the project described in Schedule 2 to this Agreement (the Project), has requested the
Bank to assist in the financing of the Project; and

WHEREAS the Bank has agieed, on the basis, infer alia, of the foregomng, to
extend the Loan i the Borrower upon the terms and conditions set forth in this
Agreement;

NOW THEREFORE the parties hereto hereby agree as follows:
ARTICLE
General Conditions; Definitions

Section 1.01. The “General Conditions Applicable to Loan and Guarantee
Agreements for Fixed-Spread Loans™ of the Bank dated September 1, 1999 (as amended
through May 1, 2004), with the modifications set forth below (the General Conditions),
constitute an integral part of this Agreement:

(a) Section 5.08 of the General Conditions is amended to read as follows:
“Section 5.08. Treatment of Taxes

Except as ctherwise provided in the Loan Agreement, the proceeds of the Loan
may be withdrawn to pay for taxes levied by, or in the territory of, the Borrower on the
goods or services to be financed under the Loan, or on their mportation (with the
exception of import tariffs above 28%), manufacture, procurement or supply. Financing
of such taxes is subject to the Bank’s policy of requiring economy and efficiency in the
use of the proceeds of its loans. To that end, if the Bank shall at any time determine that
the amount of any taxes levied on or in respect of any item to be financed out of the
proceeds of the Loan is excessive or otherwise unreasonable, the Bank mav, by notice to
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the Borrower, adjust the percentage for withdrawal set forth or referred to in respect of
such item in the Loan Agreement as required to be consistent with such policy of the
Bank.”

(b) Section 6.03 (c) of the General Conditions is amended by replacing the
words “corrupt or fraudulent” with the words “corrupt, fraudulent, collusive or coercive™.

Section 1.02. Unless the context otherwise requires, the several terms defined in
the General Conditions and in the Preamble to this Agreement have the respective
meamngs therein set forth and the following additional terms have the following
meanings: -

(a) “Annual Arrangement” means any of the arrangements mentioned in
Section 3.03 (a) of this Agreement;

(b) “Annual  Departmental Road Rehabilitation and Maintenance
Subproject” means any of the annual investments referred to in Part C of the Project;

(c) “BCU” means Banco Central del Uruguay, the Borrower’s central bank;

(d) “CREMA Contract” means a multi-year contract under Part B of the
Project, entered into by DNV (as defined below) with a private sector contractor, which
contract obligates the private sector contractor to undertake all phases of road
rehabilitation and maintenance work as a single package, from design and programming
of the works, through the execution of such works, with respect to an identified portion of
the Borrower’s national road network as referred to in said Part of the Project;

() “CREMA Subproject™ means any of the investments referred to in Part B
of the Project;

) “CVU” means the Corporacion Vial del Uruguay, S.A., an entity vested
with legal personality, which pursuant to the terms of the Assignment Agreement
(Contrato de Cesion) of February 18, 2003 entered into between CVU and Corporacion
Nacional para el Desarrollo, has been assigned the rights and obligations of Corporacion
Nacional para el Desarrollo (CND) under the Concession Agreement (Convenio-
Contrato) entered into between the Borrower, through MTOP (as defined below) and
CND dated October 3, 2001 (as amended) for purposes of, inter alia, granting to CND
the administration of the Mega-Concession (as defined below);

(2) “CVU Subproject” means any of the investments referred to in Part A.2
of the Project;
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(h) “DNH” means Direccion Nacional de Hidrografia, the Borrower’s
National Directorate of Hidrography within MTOP (as defined below);

(1) “DNH Subprojects” means any of the investments under Part A 3 of the
Project;

) “DNV” means Direccion Nacional de Vialidad, the Borrower’s National
Directorate of Highways within MTOP (as defined below);

(k) “DNV Environmental Manual” means DNV’s environmental manual,
acceptable to the Bank, dated May 1998, as the same may be amended from time to time;

) “DNV Subprojects” means anyv of the investments referred to in Part A.1
of the Project;

(m) “Ehgible Categories” means Categories (1) through (3) set forth in the
table in Part A.1 of Schedule 1 to this Agreement;

(n) “Eligible Expenditures” means the expenditures for goods, works and
consultants’ services referred to in Section 2 02 of this Agreement;

(0) “Financial Monitoring Report”™ or “FMR” means each report prepared in
accordance with Section 4.02 of this Agreement;

(p) “HDM-4 Model” means the Highway Development Management Model
which is used to carry out technical and economic cvaluations of road investments;

Q@ “Implementation Letter” means the letter of even date herewith from the
Berrower to the Bank setting forth: (1) the criteria for selecting Annual Departmental
Road Rehabilitation and Maintenance Subprojects; (ii) the list of CREMA Subprojects,
CVU Subprojects, DNH Subprojects and DNV Subprojects; (iii) the Project indicators;
and (iv) the Resettlement Plan;

(r) “Mega-Concession” means the public road concession, which is
currently administered by CVU (as defined above). to carry out construction,
rehabilitation and maintenance works in respect of a number of national roads and
bridges: '

(s) “MTOP” means Ministerio de Transporte y Obras Publicas, the
Borrower’s Ministry of Transport and Public Works;
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(t) “Operational Manual” means the manual referred to in Section 3.06 (a)
(1) of this Agreement, as the same may be amended form time to time with the agreement
of he Bank;

(v) “Participating Departamento™ means a political subdivision of the
Borrower which 1s vested with legal personality and that has been selected by the
Borrower (in a manner acceptable to the Bank) to participate in the carrying out of
Annual Departmental Road Rehabilitation and Maintenance Subproiects (as defined
above);

) “PCU” means the Project coordination unit established in MTOP (as
defined above) pursuant to the Borrower’s resolution dated September 19, 1989;

(W) “Procurement Plan” means the Borrower’s procurement plan, dated April
13, 2005 covering the initial 18 month period (or longer) of Project implementation, as
the same shall be updated from time to time in accordance with the provisions of Section
3.02 to this Agreement, to cover succeeding 18 month periods (or longer) of Project
implementation;

(x) “Report-based Disbursements” means the Borrower’s option for
withdrawal of funds from the Loan Account referred to in Part A.4 of Schedule 1 to this
Agreement;

(v) “Resettlement” means the impact of an involuntary taking of land under
the Project which taking causes affected persons to have their: (i) standard of living
adversely affected; or (i) right, title or interest in any house, land (including premises,
agricultural and grazing land) or any other fixed or movable asset acquired or possessed,
temporarily or permanently; or (iii) access to productive assets adversely affected
temporarily or permanently; or (iv) business, occupation, work or place of residence or
habitat adversely affected, temporarily or permanently;

(2) “Resettlement Plan” means the Borrower’s plan (acceptable to the Bank)
dated April 1, 2005 which sets forth, inter alia, the legal framework for the expropriation
of affected land, the lots of affected land to be subject to expropriation, the timing for the
expropriation of said land, the estimated amount of compensation to be paid to the
affected population and the socio-economic situation of the same;

(aa)  “Road Safety Subproject” means any of the investments referred to in
Part D of the Project;

(ab)  “Special Account” mcans the account referred to in Part B of Schedule 1
to his Agreement;
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(ac) “Subproject” means an Annual Departmental Road Rehabilitation and
Maintenance Subproject, a CVU Subproject, a DNH Subproject, a DNV Subproject, a
CREMA Subproject, and/or a Road Safety Subproject (as the case may be); and

(ad)  “Subsidiary Agreement” means the agreement referred to in Section 3.04
(a) of this Agreement, as the same may be amended from time to time with the agreement
of the Bank.

Section 1.03. Each reference in the General Conditions to the Project
implementation entity shall be deemed as a reference to CVU in respect of Part A.2 of the
Project.

ARTICLE II
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the terms and
conditions set forth or referred to in this Agreement, an amount equal to seventy million
Dollars ($70,000,000), as such amount may be converted from time to time through o
Currency Conversion in accordance with the provisions of Section 2.09 of this
Agreement.

Section 2.02. The amount of the Loan may be withdrawn from the Loan Account
m accordance with the provisions of Schedule 1 to this Agreement for expenditures made
(or, 1f the Bank shall so agree, to be made) in respect of the reasonable cost of goods,
works and services required for the Project and to be financed out of the proceeds of the
Loan, the front-end fee referred to in Section 2.04 of this Agreement and any premium in
respect of an Interest Rate Cap or Interest Rate Collar payable by ths Borrower in
accordance with Section 4.04 (c) of the General Conditions.

Section 2.03. The Closing Date shall be July 31, 2011 or such later date as the
Bank shall establish. The Bank shall promptly notify the Borrower of such later date.

Section 2.04. The Borrower shall pay to the Bank a front-end fee in an amount
equal to one percent (1%) of the amount of the Loan, subject to any watver of a portion
of such fee 1s may be determined by the Bank from time to time. On or promptly after
the Effective Date, the Bank shall, on behalf of the Borrower, withdraw from the Loan
Account and pay to itself the amount of such fee.

Section 2.05. The Borrower shall pay to the Bank a commitment charge on the
principal amount of the Loan not withdrawn from time to time, at a rate equal to: (i)
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eighty five one-hundredths of one per cent (0.85%) per annum from the date on which
such charge commences to accrue in accordance with the provisions of Section 3.02 of
the General Conditions to but not including the fourth anniversary of such date; and (i1)
seventy five one-hundredths of one per cent (0.75%) per annum thereafter.

Section 2.06. The Borrower shall pay interest on the principal amount of the
Loan withdrawn and outstanding from time to time, in respect of each Interest Period at
the Variable Rate; provided, that upon a Conversion of all or any portion of the principal
araount of 1he Loan, the Borrower shall, during the Conversion Period. pay interest on
such amount in accordance with the relevant provisions of Article IV of the General
Conditions.

Section 2.07. Interest and commitment charges shall be payable semiannually n
arrears on April 15 and October 15 in each year.

Section 2.08. The Borrower shall repay the principal amount of the Loan m
accordance with the provisions of Schedule 3 to this Agreement.

Section 2.09. (a) The Borrower may at any time request any of the following
Conversions of the terms of the Loan in order to facilitate prudent debt management:

) a change of the Loan Currency of all or any portion of the
principal amount of the Loan, withdrawn or unwithdrawn, to an
Approved Currency:

(11) a change of the interest rate basis applicable to all or any portion

of the principal amount of the Loan from a Variable Rate to a
Fixed Rate, or vice versa; and

(ili)  the setting of limits on the Variable Rate applicable to all or any
portion of the principal amount of the Loan withdrawn ana
outstanding by the establishment of an Interest Rate Cap or
Interest Rate Collar on said Variable Rate.

(b) Any conversion requested pursuant to paragraph (a) of this Section that
is accepted by the Bank shall be considered a “Conversion”, as defined in Section 2.01(7)
of the General Conditions, and shall be effected m accordance with the provisions of
Article IV of the General Conditions and of the Conversion Guidelines.

(c) Promptly following the Execution Date for an Interest Rate Cap or
Interest Rate Collar in respect of which the Borrower has requested that the premium be
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paid out of the proceeds of the Loan, the Bank shall, on behalf of the Borrower, withdraw
from the Loan Account and pay to itself the amounts required to pay any premium
payable in accordance with Section 4.04(c) of the General Conditions up to the amount
allocated from time to time for such purpose in the table in paragraph i of Schedule 1 to
this Agreement.

ARTICLE III
Execution of the Project

Section 3.01. The Borrower declares its commitment to the obisctives of the
Project, and, to this end, shall:

(@) carry out: (i) Parts A.1, B and D of the Project throvg: TNV (ii) Part
A.3 of the Project through DNH; and (iii) Part E of the Project through: MTOP, all with
duc diligence and efficiency and in conformity with appropriate administrative, financial,
technical, social, engineering, public utility, ecological and environmeriai practices, and
shull provide, promptly as needed, the funds, facilities, services ana other resources
required for said Parts of the Project;

(b) cause CVU (pursuant to the terms of the Subsidiary Azreement) to carry
out Part A.2 of the Project with due diligence and efficicncy and ia conformity with
appropriate administrative, financial, technical, social, engineerinz. public utility,
ecological and environmental practices, shall take and/or cause to be takca (as the case
may be) all action, including the provision of funds, facilities, ser.ices and other
resources, necessary or appropriate to enable CVU to carry out said Part of the Project,
and shall not take or permit to be taken any action which would prevent or interfere with
the carrying out of said Part of the Project; and

(c) canse each Participating Departamento (pursuant to b= terms of the
corresponding Annual Arrangement, as said term is defined in Sectior !.02 (a) of this
Agreement) to carry out the corresponding Annual Departmental Road Rehabilitation and
Maintenance Subproject (as said term is defined in Section 1.02 (b) of dus Agreement)
with due diligence and efficiency and in conformity with appropriatz acdministrative,
financial, technical, social, engineering, municipal, ecological and ctvironmental
practices, shall take and/or cause to be taken (as the case may be) all acticn, including the
provision of funds, facilities, services and other resources, necessary or appropriate to
en:ble each Participating Departamento to carry out the corresponding Annual
Departmental Road Rehabilitation and Maintenance Subproject, and skail not take or
permit to be taken any action which would prevent or interfere with the carrying out of
said Annual Départmental Road Rehabilitation and Maintenance Subproiect.
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Section 3.02. (a) Except as the Bank shall otherwise agree, procurement of the
goods, works and services required for the Project and to be financed out of the proceeds
of the Loan shall be governed by the provisions of Schedule 4 to this Agrezment, as said
provisions may be further elaborated in the Procurement Plan.

(b) The Borrower shall update the Procurement Plan i accordance with
guidelines acceptable to the Bank, and furnish such update to the Bank not later than 12
months after the date of the preceding Procurement Plan, for the Bank’s avproval.

Section 3.03. For the purposes of Section 9.07 of the Gererzl Conditions and
without limitation thereto, the Borrower shall:

(a) prepare, on the basis of guidelines acceptable to the Rark, and furmish to
the Bank not later than six (6) months after the Closing Date or such Jatz: date as may be
agreed for this purpose between the Borrower and the Bank, a vlan for the future
operation of the Project; and

(b) afford the Bank a reasonable opportunity to exchange vicws with the
Borrower on said plan.

Section 3.04. (a) For purposes of carrying out Part A2 of e Project, the
Borrower shall make the proceeds of the Loan (allocated to Category 1} it} set forth in
Part A.1 of Schedule 1 to this Agreement) available to CVU under a subsidiary
agreement (the Subsidiary Agreement) to be entered into between the Borrewver and CVU
(as referred to in paragraph (b) below), under terms and conditions which shall have been
approved by the Bank which shall include, inter alia, those set forth in Schedule 5 to this
Agreement.

(b) The Borrower shall, and shall cause CVU to, prior tc tie commencement
of any works under Part A.2 of the Project: (1) enter into the Subsidiary Agreement; and
(1) furnish to the Bank an opinion or opinions, acceptable to the Burk. of counsel
acceptable to the Bank, providing that the Subsidiary Agreemer: has been duly
authorized or ratified by the Borrower and CVU and is legally binding upor she Borrower

and CVU m accordance with its terms.

(©) {i) The Borrower shall exercise its rights and carry out s obligations
under the Subsidiary Agreement in such manner as to protect t:c intzrests of the
Borrower and the Bank and to accomplish the purposes of the Loan; and (i) except as the
Bank shall otherwise agree, the Borrower shall not assign, amend, abrogate, terminate,
waive or fail to enforce the Subsidiary Agreement or any provision therec?.
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Section 3.05. (a) For purposes of carrying out each Annual Departmental Road
Reabilitation and Maintenance Subproject within the territorial jurisdiction of a given
Participating Departamento, the Borrower shall make a portion of the proceeds of the
Loan (allocated to Category (1) (e) set forth in Part A.1 of Schedule ! ic this Agreement)
available to said Participating Departmento under the pertinent annual arrangement (the
Annual Arrangement) to be entered into between the Borrower and cach Participating
Departmento (prior to the carrying out of the pertinent Annual Departmental Road
Rehabilitation and Maintenance Subproject), under terms and conditions which shal’
have been approved by the Bank which shall include, infer alia. tnos: set forth in
Schedule 6 to this Acreement.

(b) (1) The Borrower shall exercise its rights and carry ¢ut its obligations
under each Annual Arrangement in such manner as to protect the mterests of the
Borrower and the Bank and to accomplish the purposes of the Loan; and (1) except as the
Bank shall otherwise agree, the Borrower shall not assign, amend, abrogats, terminate,
watve or fail to enforce any Annual Arrangement or any provision thercot.

Section 3.06. (a) Without limitation upon the provisions of Section 3.01 of this
Agreement, the Borrower shall:

(1) not later than three months after the Effective Date, approve a
manual (the Operational Manual), acceptablz o the Bank, said
manual to include, inter alia: (A) the msritutional and
administrative structure of the PCU and 1tz functions and
responsibilities; (B) the terms of reference for e vrofessional
and administrative staff of PCU; (C) the Preject’s chart of
accounts, internal controls, and budgeting, accounting and
financial reporting systems; (D) the FMR formzis: (F) the terms
of reference for carrying out the Project audits under Section
4.01 (b) (i) of this Agreement; (F) the Projeci disbursement and
procurement procedures; (G) the Project’s standard bidding
documents (which shall include, in respect ¢f the works to be
carried under the Subprojects, a provisicn whereby the
contractor must comply with the pertinen! provisions of the
pertinent environmental management plan {ctorred to  in
Sections 3.08, 3.09 and 3.10 of this Agreement) 11 carrying out
said works); and (H) the terms of refcrence tor the progress
reports referred to in Section 3.12 of this Agreement: and

(1) thereafter carry out Parts A.1, A.3, B, D and E ¢t the Project, and
cause CVU and each Participating Depariaments o carry out the
Parts of the Project under their responsibility, 1 accordance with
the provisions of the Operational Manual.
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(b) During the period before the Borrower has approved the Operational
Manual, the Borrower shall ensure that the Project’s chart of accounts, interal controls,
and budgeting, accounting and financial reporting systems have been established, and are
1 operation, all in a manner acceptable to the Bank.

() In case of any conflict between the terms of the Operational Manual and
those of this Agreement, the terms of this Agreement shall prevail.

Section 3.07. (a) Without limitation to the provisions of Secticin 3.01 of this
Agreement, the Borrower shail, and shall cause CVU and ¢ Participating
Departamento to, carry out the Parts of the Project under their responsibility, n
accordance with the provisions of the DNV Environmental Manual, whien manual sets
forth, inter alia, the environmental norms, guidelines and procedures for cariying out the
environmental screenings and/or environmental assessments referred to i Sections 3.08,
3.09 and 3.10 of this Agreement.

A 1

—

(b) In case of any conflict between the terms of the DNV Environmental
Manual and those of this Agreement, the terms of this Agreement shall provai:.

Section 3.08. Without limitation to the provisions of Section 3. (a) of this
Agreement, the Boirower shall: (a) prior to the commencement of anv vwiorks for a
particular DNV Subproject, DNH Subproject, CREMA Subproject, ani/o; Read Safety
Subproject: (i) carry out an environmental screening and/or an enviromn asscssment
(as the case may be) of the pertinent works; and (ii) if determined by the Eank, approve
an environmental management plan, acceptable to the Bank, for each szid works (which
plan shall be based on the results of the environmental screening and/or ervironmental
assessment mentioned in (i) herein, and the Bank comments on the rzsuits of said
screening and/or assessment, if any), all in accordance with the provisions of the DNV
Environmental Manual; and (b) immediately after said approval, impiemzr: znd/or cause
to be implemented (as the case may be) the corresponding environmsntai management
plan in accordance with its terms.

Section 3.09. Without linitation to the provisions of Sections =71 (&} and 3.04
(b) of this Agreement, the Borrower shall cause CVU to: (a) prior to © iencement
of any works under each CVU Subproject: (i) carry out an enviro screening
and/or an environmental assessment (as the case may be) of the perting . and (ii)
if determined by the Bank, approve an environmental management plan, azceptable to the
Bank, for each said works (which plan shall be based on the results of tha ervironmental
screening and/or environmental assessment mentioned in (1) heremn vne Bank
comments on the results of said screening and/or assessmient, if any). = cscordance

with the provisions of the DNV Environmental Manual; and (b) immediatci after said
approval, implement and/or canse to be implemented (as the case v be) the
corresponding environmental management plan in accordance with its tersz.




-11-

Section 3.10. Without limitation to the provisions of Section 3.01 (¢) of this
Agreement, the Borrower shall cause each Participating Departmento to: (&) prior to the
commencement of any works for a particular road within an Annual Trepartmental Road
Rehabilitation and Maintenance Subproject: (i) carry out an environmental screening
and/or an environmental assessment (as the case may be) of the pertinen: works; and (ii)
if getermined by the Bank, approve an environmental management plan, acceptable to the
Bank, for each said works (which plan shall be based on the results of the environmental
screening and/or environmental assessment mentioned in (i) herein, and the Bank
comments oa the results of said screening and/or assessment, if any). all in accordance
with the provisions of the DNV Environmental Manual; and (b) immediately after said
approval, implement and/or cause to be implemented (as the case may be) the
corresponding environmental management plan in accordance with its terras.

Section 3.11. (a) The Borrower shall operate and maintain, ar aii times during
Project immplementation, the PCU with a structure, functions and responsibilities
acceptable to the Bank, including, inter alia, the responsibility of thz PCU 1o assist the
Borrower m the coordination, monitoring and supervision of the cariving out of the
Project.

(b) The Borrower shall ensure that the PCU is, at all timnes during Project
implementation, headed by a Project coordinator and assisted by professional and
admimstrative staff, all in numbers and with qualifications and experiencs acceptable to
the Bank.

Section 3.12.  The Borrower shall:

(2) maintain policies and procedures adequate to enablc it o ronitor and
evaluate or an ongoing basis, in accordance with the indicators ser forth in the
Implementation Letter, the carrving out of the Project and the achievement of the
objective thereof;

(b) prepare, under terms of reference satisfactory to the Bark, and to furnish
to the Bank, not lawer than thirty days after the end of each calendar semester during
Project implementation (starting with the report due in January 2006), = ropert integrating
the results of the monitoring and evaluation activities performed pursuant to paragraph
(a) of this Section, on the progress achieved in the carrying out of the Preiect during the
calendar semester preceding the datc of presentation of said report and sciting out the
measures recommended to ensure the efficient carrying out of the Fioject and the
achievement of the objective thereof during the following calendar semeszer; zind

(©) review with the Bank, CVU and the Participating Lepcrramentos not
later than July 30 of each vear of Project implementation (starting in the vcar 2006), the
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pertinent reports referred to in paragraph (b) of this Section, and, thercafter, take and/or
cause to be taken, as the case may be, all measures required to ensure the efficient
completion of the Project and the achievement of the objective therscf, based on the
conclusions and recommendations of the said reports and tne Bank’s views on the matter,
As part of the annual review to be carried out in the year 2007 (the mid-ierm review), the
Borrower shall also review with the Bank the progress achieved by MTCPF » the carryving
out of the Project activity referred to in Part E.1 of the Project.

Section 3.13. Without limitation to the provisions of Section 3.01 {2} (1) and (i1)
of this Agreement, the Borrower shall not later than December 31 of each wzar of Project
implementation (starting in the year 2005), prepare and furnish to the Bark an annual
investment plan, acceptable to the Bank (each such plan to include, incer afia, a complete
description of: (a) DNV’s annual national road maintenance mvestments:; and (b) DNH’s
annual national maintenance investments, the expenditures to be incuzed W respect of
said works and the source of financing of said expenditures).

Section 3.14. (a) The Borrower shall ensure that any Subproiect (with the
exception of the CVU Subproject to be carried out under Part A.2 (a) (i} of the Project)
does not volve any Rescttlement,

(b) The Borrower shall; (i) cause CVU to implemer: worior to the
commencement of any works under the CVU Subproject to be carried our under Part A2
(a) (1) of the Project, the Resettlement Plan in accordance with its terns; and (it) take
and/or cause tc be taken, all necessary actions to enable CVU o comoly with its
obligation referred to in (1) herein.

ARTICLE IV

Financial Covenants

Section 4.01. (a) The Borrower shall maintain a financial manageicent system,
including records and accounts, and prepare financial statements i accordance with
consistently applied accounting standards acceptable to the Bank, adecuatc to reflect the
operations, resources and expendrures related to the Project.

(b) The Borrower shall:

()] have the financial statements referred to in paragrarh (a) of this
Section for each fiscal year (or other penod ag-e2d to by the
%

Bank), andited, in accordance with consistently zrplied auditing

standards acceptable to the Bank, by indenerdant auditors
acceptabie to the Bank;




.13-

(i1) furnish to the Bank as soon as available, but in anyv case not later
than six months after the end of each such vear {or such other
period agreed to by the Bank): (A) certificd copies of the
financial statements referred to in paragraph (z} of this Section
for such year (or other period agreed to by the Bank), as so
audited; and (B) an opinion on such statements t~ said auditors,
in scope and detail satisfactory to the Bank; and

(ii) furnish 10 the Bank such other informatios conceming such
records and accounts, and the audit of such finzacial statements,
and concerning said auditors, as the Bank may f-om time to time
reasonably request.

(c) For all expenditures with respect to which withdrawais from the Loan
Account were made on the basis of reports referred to in Part A4 of Schedule 1 to this
Agreement (Report-based Disbursements) or on the basis of statements »{ exienditure (as
the case may be), the Borrower shall:

(1) retain, until at least one year after the Banlk b2t received the
audit report for, or covering, the fiscal year - the last
withdrawal from the Loan Account was rn ¢ii records
(contracts, orders, invoices, bills, receipts and <tz documents)
evidencing such expenditures;

(ii) enable the Bank’s representatives to examine suci: records; and

(ui)  ensure that such reports and statements of sxpoiditure are
included in the audit for each fiscal year (or ciher period agreed
to by the Bank), referred to in paragraph (b) of thiz S=ction.

Section 4.02. (a) Without limitation upon the Borrower’s proersss reporting
obligations set out in Section 3.12 of this Agreement, the Borrowes shall prepare and
furmish to the Bank a financial monitoring report, in form and substawze satisfactory to
the Bank, which:

(1) sets forth sources and uses of funds for th: Froject, both
cumulatively and for the period covered by sz2ic ravert, showing
separateiv funds provided under the Loz and explains
variances between the actual and planned uses 27 ok funds;

5

(11) describes physical progress in Project imolementanion, both
cumulatively and for the period covered by said report, and
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explains variances between the actual and planned Project
implementation; and

(1ii) sets forth the status of procurement under the Project, as at the
end of the period covered by said report.

(b) The first FMR shall be furnished to the Bank not later than 45 days after
the end of the first calendar semester after the Effective Date, and shall cover the period
from the incurrence of the first expenditure under the Project through the cad of such first
calendar semester; thereafter, each FMR shall be furnished to the Bank ot iater than 45
days after each subsequent calendar quarter, and shall cover such calendar guarter.

ARTICLE V
Other Covenants

Section 5.01. The Borrower shall cause CVU:

(a) to make a provision satisfactory to the Bank for insurance against such
risks and in such amounts as shall be consistent with appropriate practice; 2n7

(b) to carry on its operations and conduct its affairs ia zcoordance with
sound adminstrative, financial, technical, social, engineering, public utlitv, ecological
and environmental practices under the supervision of qualified anc experienced
management assisted by competer:t staff in adequate numbers.

ARTICLE VI
Remedies of the Bank

Section 6.01. Pursuant to Section 6.02(p) of the Generz: orditions, the
following additional events are specified:

(a) That CVU shall have failed to perform one or morc <7 its obligations
under the Subsidiary Agreement. so as to materially and adversely aifecy. i the opinion
of the Bank, the ability of CVU to carry out Part A.2 of the Project. and/or o assist the
Borrower in complying with its obligations related to said Part of the Proiect (as referred
to in paragraph (b) of Schedule 3 to this Agreement).
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(b) As a result of events which have occurred after the date of the Loan
Agreement, an extraordinary situation shall have arisen which shall make it improbable
that CVU will be able to perform any of its obligations under the Subsidiacy Agreement.

Section 6.02. Pursuant to Section 7.01(k) of the Generai Cocnditions, the
following additional event is specified, namely, that the event specified i paragraph (a)
of Section 6.01 of this Agreement shall occur and shall contmue for a period of sixty
calendar days after notice thereof shall have been given by the Bank to the Forrower.

ARTICLE VII
Termination

Section 7.01. The date 1s hereby zozcified for the
purposes of Section 12.04 of the General Conditions.

ARTICLE VIII

Representative of the Borrower; Addresses

Section 8.01. The Minister of MTOP is designated as reoresonvarive of the
Borrower for the purposes of Seciion 11.03 of the General Conditions.

Section 8.02. The following addresses are specified for the piracess of Section
11.01 of the General Conditions:

For the Borrower:

Ministerio de Transportes y Obras Publicas

Rincén 561, piso 8, esq. Ituzaingo

Montevideo, Urucuay

Cable address: Telex: Facsimils:

MINTRANSP 39822071 598-2-5 1 £-21%83
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For the Bank:

International Bank for
Reconstruction and Development
1818 H Street, N.-W.
Washington, D.C. 20433

United States of America

Cable address: Telex: . Facsutiie:
INTBAFRAD 248423 (MCI) or (202) £77-5391
Washington, D.C. 64145 (MCI)
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IN WITNESS WHEREOF, the parties hereto, acting through their duly
authorized representatives, have caused this Agreement to be signed in taeir respective
names in , as of the day aad year first above

written.

REPUBLICA ORIENTAL DEL URUGUAY

Autherized Representative

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELGEMENT

8y
Autherized Representative
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