L oss Reserve Fund Escrow Agreement

Solar Home Systems Finance

among

(Donor)

(Bank)

and

(Escrow Agent)




LOSS RESERVE FUND
ESCROW ACCOUNT AGREEMENT

This LOSS RESERVE FUND ESCROW ACCOUNT AGREEMENTigttAgreement"),

dated , 200_is undertaken into by:

(hereinafter DONOR) a agency
organized and existing under the laws of , having its principal place of
business at :

(hereinafter BANK) a company
organized and existing under the laws of , having its principal place of
business at :

(hereinafter refea Escrow Agent), a financial
institution duly organized and existing under tlaavd of , duly
authorized to perform trust and other fiduciaryibess, having its principal place of business at

WHEREAS:
(A) DONOR is [ddonor bacikgho program and
objectives];

(B) Part of this DONOR program is a component for sujppg the development and
finance of renewable energy projects, which hagifpally targeted support for
financing direct sales of solar home systems (SHSs)

(C) Bank can provide loan financing direct to indual customers (“Loans”) for SHSs
and wishes to expand its SHS finance activity lgatbgraphically and in volume and
wishes to obtain the financial support for its Skifancing activities available from
DONOR and as provided herein;

(D) Escrow Agent can provide fiduciary servicesmanage the receipt, disbursement
and investment of DONOR funds as provided herein;

NOW, THEREFORE, in consideration of the premisesl ghe agreements set forth
herein, the parties have agreed to enter intolLthés Reserve Fund Escrow Account Agreement
and to establish a Deposit Account and a Resereaukt (such terms as defined below) with
the Escrow Agent, to be funded and administereddacordance with the terms as provided
herein.

ARTICLE |
Definitions

Section 1.01:_Definitions The following terms shall have meanings defibetbw when
used herein.

"Deposit Account" has the meaning given in SecHdIl hereof.

“Defaulted Loans” shall be those Loans which ajein default, and, having remained
uncured, proceeded to loan acceleration, as defindde Loan Agreement, (ii) for which the
subject SHS or other energy equipment has beerssegged, and (iii) for which BANK has
obtained the Realized Value pursuant to the Mentluainof Agreement entered into by BANK,
Vendor and DONOR dated June____, 2004.

“Loans” shall be loans made by BANK for the pug®®f financing SHSs or other energy
services equipment approved by DONOR using a fooanLAgreement approved by DONOR,; all
Loans eligible for coverage under this Agreemenstnie closed and funded by BANK no later
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than June 30, 2006.

"Initial Deposit" means an initial deposit by DOROof GEF funds in the amount of
Dollars ($ ) wepesited into the Deposit Account.

“Memorandum of Agreement” means the MemorandumAgifeement between BANK,
(Vendor) and DONOR dated 200 ,, hereinafter “VENDOR MOA”".

“Monthly Report” means the monthly reports on nesans and Loan repayment and loss
status as defined ie$tion 3.02, below; a form Monthly Report is atiedtnereto as Annex A.

“Net Loss Amount” shall equal (A) the outstandjmancipal balance on a Defaulted Loan
plus, as applicable, accrued interest for no ntwa two months, minus (B) the Realized Value for
the given subject SHS.

"Permitted Investments" shall mean, for both thep@sit Account and the Reserve
Account, which are currency] -denotashecurrent accounts of the Escrow
Agent, any of the following investment opporturstielemand deposits, call account deposit (48
hours notice before draw downs), or 1, 3, 6, 9 anbath Government securities.

“Portfolio” refers to the portfolio of Loans schddd to this Agreement via the Monthly
Reports.

"Reserve Account" has the meaning given in Se@&i6a hereof.

"Subsequent Deposit" means any subsequent dépoBIONOR to be deposited into the
Deposit Account.

“Realized Value” means the net amount realizedBNK from a repossessed SHS either
by (i) resale of the SHS by VENDOR, or (ii) purceas the SHS by VENDOR as per the terms of
the VENDOR MOA.

“Realized Value Date” means the date when theiBzhY/alue is received by BANK.

ARTICLE Il
Deposit Account

Section 2.01: _Deposit AccountThe Escrow Agent, on behalf of DONOR and at the
request of and for the benefit of the BANK and DOR{Chereby establishes a segregated
[currency] -denominated special wdgonamed the LRF DEPOSIT
ACCOUNT, account number (the "Depdsitount”) to be funded and
administered as provided in this Agreement. Theoss@rrangement hereby established does
not create a debtor-creditor relationship betwdmnparties, and all monies, funds, or assets of
the Deposit Account shall not be insured with thelippine Deposit Insurance Corporation
(PDIC). Losses, if any, shall be for the sole act@und risk of the DONOR.

Section 2.02:_Funding of the Deposit Account

(a) On the date hereof DONOR has agreed to maleigal Deposit into the Deposit

Account in the amount of USD $ ( US Dollars), and the
Escrow Agent shall acknowledge receipt of such $umglon deposit. Escrow Agent shall convert
this deposit into [currency] uporeigic

(b) DONOR may, at its option, make a SubsequergoBi¢ to the Deposit Account,
provided that the Subsequent Deposit shall not ddenafter

Section 2.03:_Interest on Deposit Accourtny interest earned on the Deposit Account
shall accrue to the Deposit Account and may be tmethe purposes defined herein, including
payment of Escrow Agent fees, as pect®n 7.02, below.
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Section 2.04: _Disbursements from Deposit AccoubBisbursements from the Deposit
Account will be made by Escrow Agent as follows:

(a) to the Reserve Account, as provided forett®n 3.02, below; and
(b) to DONOR, as provided for in Section 2.05dvel

(c) In no event, except as provided-nbSections (a) and (b) immediately above, shall
funds to be disbursed or withdrawn from the DepAsitount.

Section 2.05:_Termination of Deposit Accounthe Deposit Account shall terminate on
July 31, 2006 at which time Escrow Agent shall iyoDONOR of any remaining balance
including interest and remit such balance to DON&DRuch bank as DONOR may be instruct at
that time.

ARTICLE 111
Reserve Account

Section 3.01: Reserve Accounfhe Escrow Agent, on behalf of the BANK and & t
request of and for the benefit of the BANK and DOR|Chereby establishes a segregated
[currency] -denominated specialowds named the LRF RESERVE
ACCOUNT, account number (the "Resekeeount”) to be funded and
administered as provided in this Agreement. Lossesy, shall be for the sole account and risk
of the DONOR.

Section 3.02: Funding of Reserve Accouiihe Reserve Account will be funded by funds
from the Deposit Account on a monthly basis aceaydo the following procedure.

(a) BANK will provide DONOR and Escrow Agent tiMonthly Reports by the
fifteenth day of each month. The Monthly Reportlisl@mongst other information, list all new
SHS Loans financed by BANK for the preceding mowgjiie each Loan a unique identification
number, and indicate the original principal amooihéach Loan. A full form Monthly Report is
attached hereto as Annex A.

(b) Within ten (10) calendar days (or next daytifvere a banking holiday) of
receipt by DONOR and the Escrow Agent of each MignfReport, if DONOR does not
communicate its disapproval of the Monthly Reportwhole or in part as to an individual Loans
in the Portfolio, the Escrow Agent shall transfends from the Deposit Account to the Reserve
Account in an amount equal to 15% (fifteen percent)he principal amount of all new Loans
added to the Portfolio indicated in the Monthly Bep

(c) Each Monthly Report and all Loan Agreemerdgge&sponding to Loans listed
on the Monthly Reports will be scheduled to thigdgment.

Section 3.03:_Interest on Reserve Accolmierest earned on the Reserve Account shall
be disbursed to BANK. The amount to be disbursedl §le equal to the monthly interest earned
net of the monthly Escrow Agent Fee referred toSection 7.02 that cannot be sufficiently
covered by the interest earnings of the DeposibAntreferred to in Section 2.03. Disbursement
to BANK of the interest earnings on the Reserveodirt shall be done on monthly basis.

Section 3.04:__Use & Disbursement of Funds frommRleserve Account

(&) BANK will utilize Reserve Account funds asdittbnal security for it SHS
Loans. Defaulted Loans, Realized Value for SHS<l/lare the subject of Defaulted Loans, and
Net Loss Amounts for Defaulted Loans shall be regzbiin the Monthly Reports. For each
Defaulted Loan, BANK shall include in the respeetMonthly Reports a completed calculation
of the Realized Value and Net Loss, a form for Wwhig included in Annex A. Certification by
VENDOR of the Realized Value calculation for eadhSSwhich is subject of a Defaulted Loan
shall be attached to each Monthly Report.
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(b) Within ten (10) calendar (or next day if iese a banking holiday) of receipt by
Escrow Agent of each Monthly Report, if DONOR doe$ communicate its disapproval of the
Monthly Report, in whole or in part as to an indival Loans in the Portfolio, Escrow Agent will
disburse to BANK from the Reserve Account fundsatdgo 100% (one hundred percent) of
BANK's Net Loss Amounts on the Defaulted Loans newported on the Monthly Report.

(c) All funds in the Reserve Account shall beilade to BANK for the purposes
defined herein. When and if the Reserve Accounizbas balance (no funds), (i) BANK will have
no further financial support pursuant to this Agneet, the Escrow Agent shall not be obligated to
pay any Net Loss Amounts to BANK, DONOR shall net dbligated to pay any Net Loss
Amounts to BANK, and all further Net Losses will tieBANK’s own account.

Section 3.05:_Resolution of Monthly Repori$, for the purposes of sections 3.02(b) and
3.04(b), above, DONOR should disapprove of a MgntReport within the 10 day period
following its receipt of a Monthly Report, then:

(a) DONOR shall immediately so notify BANK anddisw Agent in writing;

(b) Escrow Agent shall temporarily suspend itsoms with respect to that Monthly
Report;

(c) DONOR shall immediately state to BANK its seaable cause for such
disapproval and request from BANK such additiom&bimation as needed to resolve the matter
in question;

(d) BANK shall provide additional information asquested by DONOR to support
and document its Monthly Report; and

(e) BANK and DONOR shall immediately use theissbefforts to complete the
mutually acceptable corrected Monthly Report.

(f) When the Monthly Report is accepted by DON@RONOR and BANK will
forward the approved Monthly Report to Escrow Agentake its actions as defined herein.

Section 3.06: _Use of Monthly ReparSONOR may use aggregated information, not
specific individual loan information, contained e Monthly Reports to report to its
management and stakeholders on the success aRRisind SHS loan program.

Section 3.07:_Termination of Reserve Accoumhe Reserve Account shall terminate on
the date when the BANK notifies the Escrow Agerdttthe last Loan in the Portfolio has
matured; this date shall be no later than July2810. At such time the Escrow Agent shall
notify DONOR of any remaining balance (includingerest) and remit such balance to DONOR
at such bank as DONOR may be instruct at that time.

ARTICLE IV
Assignment & Assurances

Section 4.01: _Negative PledgeNeither the BANK nor the Escrow Agent shall dgran
assign, or otherwise create, or permit to exisy assignment, lien, encumbrance, security
interest, pledge, charge, privilege or priorityasfy kind in or to the Deposit Account or the
Reserve Account or any of the funds at any tim&@n time to time deposited therein in favor
of any person or entity other than DONOR.

Section 4.02:_Assignment by BANK Notwithstanding the foregoing in Section 4.01,
BANK may assign its rights under this Agreementhwiite prior approval of DONOR. BANK
assignment for the purposes of refinancing its $6i&n portfolio is contemplated and DONOR
will support and cooperate with this effort. In avef such assignment, DONOR will direct
Escrow Agent to effect and document such assignaweastEscrow Agent will do so as directed
by DONOR.




Section 4.03:_Further AssuranceAt the request of DONOR, the Escrow Agent arel th
BANK shall cooperate in executing one or more fitiag or other supplemental statements,
instruments or other documents in form reasonadigfactory to DONOR in all public offices
where filing is reasonably deemed by DONOR to beessary or desirable. All cost of filing
incurred in the shall be paid by teer@v Agent and BANK while the cost of
filing incurred outside shall be gaxdDONOR. DONOR hereby grants to the
Escrow Agent the right to do all acts and thingscWlDONOR may reasonably deem necessary
or desirable to maintain and operate the DeposibAct and the Reserve Account provided by
this Agreement, including without limitation thdirfig of financingcontinuation or termination
statements, any cost of which shall be funded ftbenearnings of the Deposit Account from
Permitted Investments, and the DONOR hereby irrablycappoints the Escrow Agent as its
attorney-in-fact to do all acts and things to acplish the foregoing as long as this Agreement is
in effect.

Section 4.04:_Escrow Agent Notic&leither the Escrow Agent nor the BANK has actual
knowledge of any other assignment, lien, encumi@amiedge, security interest, charge,
privilege or other priority of any kind related tioe Deposit Account and the Reserve Account
other than that created pursuant to this Agreenserd, the Escrow Agent shall give DONOR
prompt notice of any such interest other than theated pursuant to this Agreement of which a
Responsible Officer of the Escrow Agent obtainsialcknowledge after the date hereof. For the
purpose of this Agreement, a "Responsible Offic#rthe Escrow Agent means any officer of
the Escrow Agent with responsibility for the admination of this Agreement, the Deposit
Account or the Reserve Account.

ARTICLEV
Administration of Account

Section 5.01:_Investment of Fund§he Escrow Agent shall invest and re-invesfuaids
in such Permitted Investments as the Escrow Adeadt, sn its discretion, select. The exercise of
the investment powers by the Escrow Agent under tdiens of this Agreement does not
guarantee a yield, return or income, as such pedgoce of the investment of the Deposit
Account and Reserve Account is not a guaranty tfréuperformance and the income of the
investment can fall as well as rise depending ewaiting market conditions.

Section 5.02: Earnings; Statements

(a) All income or interest earned on the balainom time to time standing to the
credit of the Deposit Account and/or the Reserveodiot, as the case may be, including income
or interest earned on Permitted Investments, bleatleposited in the Deposit Account and/or the
Reserve Account, respectively, and added to thdsfuherein. Interest earnings on the Deposit
Account and Reserve Account shall be availablgpyment of Escrow Agent Fees, as defined
in Section 7.02, below.

(b) The Escrow Agent shall provide to DONOR omeanthly basis and from time
to time upon request a statement with respectea®#posit Account and the Reserve Account of
(i) the balance of funds as of the beginning amdehd of, (ii) all deposits, income and interest
received and all withdrawals made, and all transastin Permitted Investments and payment of
Escrow Agent Fees during, and (iii) the Permittedestments held as of the beginning and the
end of, the month or period covered by such statemexcept in the case of manifest error, each
such statement shall be deemed correct and finah upceipt thereof by DONOR unless the
Escrow Agent is notified in writing to the contramythin thirty (30) days after the date of such
statement.

ARTICLE VI
Representations, and Warranties and Covenants; | ndemnification

Section 6.01: _Representations of the Escrow Agemd BANK The Companies
individually and jointly represent and warrant t&O ROR as follows:
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(a) Each has the requisite corporate power to isva@ssets, conduct its business as
presently conducted, and enter into, and perfasrabtigations under, this Agreement.

(b) Neither the making of this Agreement nor twoenpliance with its terms will

conflict with or result in a breach of any of tlerhs, conditions or provisions of, or constitute a
default or require any consent under, any indenfige, mortgage, pledge, charge, conditional
assignment, hypothecation, security interest, tgtention, preferential right, trust arrangement,
privilege or priority of any kind, agreement or ethinstrument or arrangement to which either
the Escrow Agent or the BANK is a party or by whitis bound, or violate any of the terms or
provisions of either the Escrow Agent or the BANIKIsarter or any judgment, decree or order or
any statute, rule or regulation applicable to eitBh&NK.

(c) This Agreement has been duly authorized xedwed by each of the Escrow
Agent and the BANK and constitutes the valid andally binding obligation of each,
enforceable against each in accordance with itssser

(d) There is not any consent, authorization gurayal of, or any registration or
filing with, any government or governmental, adrsirative, fiscal, judicial or government-
owned body, department, commission, tribunal, ageentity or authority required under any
law, regulation, order, decree or judgment appleab each of the Escrow Agent and the BANK
in connection with the making and performance of &greement.

(e) The Deposit Account and all funds from tirodtime deposited therein are and
shall be lawfully owned by DONOR, free and clearamly assignment, pledge, lien, charge,
encumbrance or security interest, other than tgceseted hereby to DONOR.

(f) The Reserve Account and all funds from tirodime deposited therein are and
shall be lawfully owned by DONOR, free and clearamly assignment, pledge, lien, charge,
encumbrance or security interest, other than tgceseted hereby to DONOR and BANK.

Section 6.02:_IndemnificationBANK shall indemnify, hold and save harmless, and
defend, at their own expense, DONOR and the Eschgent, their officials, agents, and
employees from and against all suits, claims, deimaand liability of any nature or kind,
including their costs and expenses, arising outas or omissions of BANK's employees,
officers, agents or sub-contractors, in the exeautand implementation of this Escrow
Agreement. This provision shall extend, inter al@ claims and liability in the nature of
workmen's compensation, products liability and iligb arising out of the use of patented
inventions or devices, copyrighted materials oreotimtellectual property by BANK and
VENDOR, its employees, officers, agents or sub+@mtbrs. The obligations under this Article
do not lapse upon termination of this Escrow Agreein

Section 6.03: DONOR ImmunityNothing in or relating to this Escrow Agreemshall
be deemed a waiver, express or implied, of anyilpges and immunities of DONOR, including
its subsidiary organs.

Section 6.04. Covenants of DONOR and BAMKNOR and BANK shall each submit to
the Escrow Agent a certification under oath bydtgporate secretary or other equivalent officer
attesting to the authority of the officer duly dpsted each by DONOR and BANK to issue
instructions for purposes of this Agreement andirggtforth their full names, their respective
positions and specimen signatures. All ordersruie§ons, requests or certifications of such duly
designated officers shall be in writing and therBgcAgent may rely upon, and shall be fully
protected and discharged from any responsibilitygazountability in acting in accordance with
such orders, instructions, requests or certificstiovhich DONOR and BANK hereby warrant to
be valid, binding and duly authorized by its Boafdlirectors.

ARTICLE VII
The Escrow Agent

Section 7.01:_ General



(a) The Escrow Agent shall not deal with the Dmpdiccount, the Reserve
Account and the funds in each respective accowngp in accordance with (i) this Agreement,
(if) written instructions given in conformity witthis Agreement, or (iii) instructions agreed to in
writing by DONOR. It is understood that this Agremmexpressly sets forth all of the duties and
obligations of the Escrow Agent with respect to Breposit Account, the Reserve Account, and
the funds in each respective account. In the etleitany of the terms and provisions of any
other agreement between or among any of the pdmtieto conflict or are inconsistent with any
of the terms and provisions hereof for purposedatérmining the duties and obligations of the
Escrow Agent under this Agreement, the terms awdigions of this Agreement shall govern
and control in all respects.

(b) The Escrow Agent shall not have any liabilitith respect to any action taken
by it arising out of or in connection with this Aggment except for its own gross negligence,
fraud, or willful misconduct. Without limiting thgenerality of the foregoing, the Escrow Agent
shall not be liable in connection with its investih@r re-investment of any cash held by it
hereunder in good faith, in accordance with thengehereof, including without limitation any
liability for any delay not resulting from its owgross negligence or willful misconduct in the
investment or re-investment of the funds or anyg laisinterest incident to any such delays.

(c) The Escrow Agent may rely and shall be prteteéen relying upon any notice,
instruction, instrument or other writing in gooditifiebelieved by it to be genuine and to be signed
and presented by the proper party or parties. H3wow Agent may act in reliance upon the
advice of counsel with respect to any matter netato this Agreement, and shall not incur any
liability for any action taken or not taken in gof@dth in accordance with such advice.

(d) This Agreement is for the exclusive benefittloe parties hereto and their
respective successors and permitted assigns herewd shall not be deemed to give, either
express or implied, any legal or equitable rigetnedy, or claim to any other entity or person
whatsoever.

(e) If at any time the Escrow Agent is servedhwany judicial or administrative
order, judgment, decree, writ or other form of pidl or administrative process which in any
way affects the Deposit Account, the Reserve Actaunany of the funds in the accounts
(including but not limited to order of attachment garnishment or other forms of levies or
injunctions or stays relating to the transfer oy af the funds), the Escrow Agent is authorized
to comply therewith in any manner as it or its legaunsel of its own choosing deems
appropriate, and if the Escrow Agent complies vatly such judicial or administrative order,
judgment, decree, writ or other form of judicial administrative process, the Escrow Agent
(except in the case of the Escrow Agent's grossigeege or willful misconduct) shall not be
liable to any of the parties hereto or to any otperson or entity even though such order,
judgment, decree, writ or process may be subselguemtdified or vacated or otherwise
determined to have been without legal force orcaffe

(f) In no event (except in the case of the EscAment's gross negligence or willful
misconduct or fraud) shall the Escrow Agent beléaf)) for any consequential, punitive or
special damages, (ii) for the acts or omissionst®fnominees, correspondents, designees,
subagents or sub-custodians, or (iii) for an amaumixcess of the value of the funds, valued as
of the date of deposit.

(g) The Escrow Agent shall not incur any lialyilior not performing any act or
fulfilling any duty, obligation or responsibilityegneunder by reason of any occurrence beyond the
control of the Escrow Agent (including but not Ited to any act or provision of any present or
future law or regulation or governmental authorétyy act of God or war, or the unavailability of
the Bangko Sentral wire or telex or other wire @menunication facility).

(h) The Escrow Agent shall not be responsibleany respect for the form,
execution, validity, value or genuineness of docuim®r securities deposited hereunder, or for
any description therein, or for the identity, auttyoor rights of persons executing or delivering
or purporting to execute or deliver any such doauirgecurity or endorsement.



(i) The Escrow Agent is authorized to comply wahd rely upon any notices,
instructions or other communications believed btoithave been sent or given by a person or
persons authorized by any other party hereto. Weznender the terms hereof the time for
giving a notice or performing an act falls uponaugday, Sunday, or banking holiday, such time
shall be extended to the next day on which thed¥sérgent is open for business.

Section 7.02;_Escrow Agent Fees

(a) Escrow Agent fees for its services providetelinder shall be paid monthly and
shall be the greater of (i) ___ % of interest eaggifrom Permitted Investments of Deposit
Account and Reserve Account monies, or (ii) per month plus _ % VAT.
Additionally, all out of pocket expenses shall be the account of DONOR which is subject to
prior approval of DONOR; such expenses shall alsgayable from interest earnings on the
Deposit Account. If the interest earnings on th@a@# Account are not sufficient to cover the
amount due to the Escrow agent, then the balantdeifunded by the interest earned on the
Reserve Account.

Section 7.03:_Replacement and Resignatibhe Escrow Agent or any successor Escrow
Agent hereunder may be replaced by DONOR at ang tmmay resign upon the giving or at
least sixty (60) days’ prior written notice of rgsation to the BANK and DONOR, and such
resignation shall be effective from the date spediin such notice. If the office of Escrow
Agent shall be vacant for any reason, DONOR magnugnsultation with the BANK, appoint a
Escrow Agent as successor Escrow Agent hereundearbynstrument or instruments of
appointment in writing delivered to such succegsmrow Agent, the retiring Escrow Agent, the
BANK, together with (in the case of such succe€sserow Agent) a copy of this Agreement,
and upon written acceptance by such Escrow Agestiofi appointment such successor Escrow
Agent shall succeed to all the rights and obligetiof the retiring Escrow Agent as if this
Agreement were originally executed by such suceceSsorow Agent, and the retiring Escrow
Agent shall duly transfer and deliver to such sasoe Escrow Agent the Funds in the form held
by it hereunder at such time.

Section 7.04:_Waiver of Set-offThe Escrow Agent shall not have, and herebyesgty
waives, any right of bankers’ lien, setoff or caenataim in respect of the Deposit Account, the
Reserve Account, or and any of the funds.

ARTICLE VIII
Miscellaneous

Section 8.01;_ _Termination of Agreement

(a) This Agreement shall terminate upon the payne full by the Escrow Agent
of all amounts that may be or become due and otarige BANK and DONOR under Sections
2.05 and 3.06 and payment to Escrow Agent of a fdue under Section 7.02.

(b) In addition to the termination provisions yded in subsection (a) above, this
Agreement shall terminate upon agreement of ahefparties hereto regardless of cause.

If the Parties are in breach of any provisiorthi$ Escrow Agreement, such breach
shall be remedied within thirty (30) days of wnitteotice by the concerned party. The initiation
of arbitral proceedings in accordance with the imepeescribed procedure for Arbitration shall
not be deemed a termination of this MOA/Escrow Agnent.

(c) Should BANK be adjudged bankrupt, or be ltgied or become insolvent, or
should BANK make an assignment for the benefit tef areditors, or should a Receiver be
appointed on account of the insolvency, DONOR mwathout prejudice to any other right or
remedy it may have, terminate this Escrow Agreenferthwith. BANK shall immediately
inform DONOR of the occurrence of any of the abevents.

(d) In the event of misrepresentation, or anyepjbist cause for the termination of
this Escrow Agreement, BANK shall be temporarilgglialified from future participation in
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DONOR contracting for a period of two (2) successyears for the first offense and perpetual
disqualification for the second offense.

Section 8.02;_Settlement of Disputes and Arbdrat

(a) The parties shall use their best efforts @ttles amicably any dispute,
controversy or claim arising out of, or relating tiois Escrow Agreement or the breach,
termination or invalidity thereof. Where the pastiish to seek such an amicable settlement
through conciliation, the conciliation shall taklage in accordance with UN Commission on
International Trade Law (UNCITRAL) Conciliation Rad then obtaining, or according to such
other procedures as may be agreed between the9arti

(b) Unless any such dispute, controversy or cladétween the parties arising out of
or relating to this MOA/Escrow Agreement or the duie, termination or invalidity thereof is
settle amicably under the preceding paragraphisfAticle within sixty (60) days after receipt
by one party of the other party's request for sumicable settlement, such dispute, controversy
or claim shall be referred by either party to agiibn in accordance with the UNCITRAL
Arbitration Rules then obtaining, including its pisions on applicable law. The arbitral tribunal
shall have no authority to award punitive damagdée parties shall be bound by any arbitration
award rendered as a result of such arbitratiomadinal adjudication of any such controversy,
claim or dispute. Any arbitration award renderedaagsult of such arbitration shall bind the
parties as the final adjudication of any such aorersy, claim or dispute.

(c) During the dispute or arbitration, the penfience of the obligations of the
Parties shall not be stopped or put on hold exfm@pguch work as may be the subject matter of
the dispute or arbitration, or is directly affectedreby.

Section 8.03;__Use of DONOR Name, Observance ofddNventions and Other Laws

(a) BANK shall not advertise or otherwise makélpuin any manner whatsoever,
use the name, emblem or official seal of the DONSDRIN, or any abbreviations of the name of
DONOR or UN in connection with its business or ottiee.

(b) BANK represent and warrant that neither igr rany of their suppliers,
personnel, agents or sub-contractors is engagetyrpractice inconsistent with the rights set
forth in the Convention on the Rights of the Chitd;luding Article 32 thereof, which, inter alia,
requires that a child shall be protected from penfog any work that is likely to be hazardous or
to interfere with the child's education, or to mrhful to the child's health or physical, mental,
spiritual, moral or social development. Any breaafhthis representation and warranty shall
entitle DONOR to terminate this Escrow Agreemenmediately upon notice to the Parties,
without any liability for termination charges onaother liability of any kind to DONOR.

(c) BANK represent and warrant that neither theior any of their suppliers,
personnel, agents or sub-contractors is activelg dimectly engaged in patent activities,
development, assembly, production, trade or matwfacof mines, or in such activities in
respect of components primarily utilized in the mi@cture of mines. The term "mines" shall
herein refer to those devices defined in Articlé€aragraphs 1, 4 and 5 of Protocol Il annexed to
the Convention on Prohibitions and Restrictionstloe Use of Certain Conventional Weapons
Which May Be Deemed to be Excessively InjuriousmHave Indiscriminate Effects of 1980.
Any breach of this representation and warrantylstrditle DONOR to terminate this Escrow
Agreement immediately upon notice to the Partigiout any liability for termination charges
or any other liability of any kind to DONOR.

(d) BANK shall comply with all laws, ordinancesyles and regulations bearing
upon the performance of its obligations under &mns of this Escrow Agreement.

(e) Nothing in this Escrow Agreement shall cansé a partnership among the
parties nor constitute one party the agent of theroparty and vice versa. Except as set out in
this Escrow Agreement, no party shall have expoessiplied authority to bind or represent any
other party for any purpose whatsoever unless esgfyreagreed in writing by the party
concerned.



(f) This Escrow Agreement may not be releasedcldirged, supplemented,
interpreted, amended, varied or modified in any mearexcept in writing signed by a duly
authorized officer or representative of each offthgies hereto.

(g) The Parties shall notify the other party ofyamaterial changes in the
production process, nature and quality of supphesde of operation, delivery schedule, change
of premises, change in the financial position a# a& any litigation or proceedings involving
the other party before any court or administraigency which may adversely affect the ability
of the other party to fulfill its contractual ob#ijons to each other.

Section 8.04;_Taxes

(a) The Parties recognize that Section 7 of tlemv@ntion on Privileges and
Immunities of DONOR provides, inter-alia, that thiN, including its subsidiary organs, is
exempt from all direct taxes, except charges fdolipuutility services, and is exempt from
customs duties and charges of similar nature ipesof articles imported or exported for its
official use. In the event any Governmental autiyoreéfuses to recognize the UN exemptions
from such taxes, duties or charges, the Partiel shmediately consult with DONOR to
determine a mutually acceptable procedure to addneg issues arising from or as a result of the
non-recognition of the UN tax exemption privilege.

(b) BANK shall not be exempted from the paymehtaxes, if any, which they
shall incur in the process of undertaking theirpessive obligations under this Escrow
Agreement, such as, but not limited to, taxes duté Government on the gross income, among
others.

Section 8.05: Notices All notices, instructions and other communicasichereunder
shall be in writing and shall be given personaltysent by cable, tested telex, telecopy or by
registered airmail, to the parties hereto at thievieng addresses or for any party at such other
address as shall be specified by such party to ethen party by like notice:

For BANK:

For ESCROW AGENT ( Escrow Agent):

For DONOR:

All such notices and communications shall be deetodthve been given on the date of delivery
if personally delivered, the date of sending iftdeyncable (with proof of receipt from the cable
office) or if telexed (with proper answerback reeei), or the date of receipt if telecopied or
mailed.

Section 8.06:_Successors and Assighbis Agreement shall bind and inure to the biénef
of the parties hereto and the respective succeasadrassigns, but shall not be assignable by the
BANK or the Escrow Agent without the prior writtesonsent of DONOR. Any purported
assignment in violation of this Section shall b&lvo

Section 8.07:_Entire Agreement; Waiver and Madifion This Agreement constitutes
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the entire agreement between the parties hereto ieipect to the subject matter hereof and
supersedes any and all prior agreements and ukuohgsa written or oral, with respect to the
subject matter hereof. Any waiver, amendment odifitation of the provisions hereof shall not
be effective unless in writing and signed by adl garties hereto. Any waiver or consent shall be
effective only in the specific instance and for pecific purpose for which given, and shall not
be construed to affect any other or future waiveramsent.

Section 8.08: _HeadingsHeadings and Articles and Sections of this Agrest are for
convenience of reference only, and shall not bel uis¢he interpretation or construction of this
Agreement.

Section 8.09:_Severabilitylf any one or more of the provisions of this Agment shall
be found to be invalid, illegal or unenforceableaity respect or to any extent, such finding shall
not affect the validity, legality or enforceabilibf such provisions in any other jurisdiction, and
the validity, legality and enforce-ability of themaining provisions hereof shall not in any way
be affected, impaired or restricted thereby.

Section 8.10:_Counterparts This Agreement may be executed in any number of
counterparts, each of which shall be deemed tanbariginal and all of which together shall be
deemed to be a single agreement.

Section 8.11: _No Waiver; Remediedlo failure on the part of DONOR or the Escrow
Agent to exercise, and no delay in exercising, mmdourse of dealing with respect to, any right,
power or privilege under this Agreement shall ofeeees a waiver thereof, nor shall any single or
partial exercise of any right, power or remedy untes Agreement preclude any other or further
exercise thereof or the exercise of any other rigbtver or remedy. The remedies provided
herein are cumulative and not exclusive of any dieseprovided by law.

Section 8.12. Governing LawBxcept as provided for Section 8. 02 heydloé terms and
conditions, as well as the form and solemnitieshid Agreement, shall be governed by and
construed in accordance with the laws of the Repulblthe

11



IN WITNESS WHEREOF, the parties to this Agreement have caused thiegxgent to
be duly executed as of the date first written above

(BANK) (Escrow Agent)
By: By:
Title: Title:
(Donor)
By:
Title:

Signed in the Presence of:

12



Annex A, page 1 of 2

SSRE Equipment Finance Program, L oss Reserve Fund Agreement

ANNEX A
MONTHLY REPORT to DONOR and Escrow Agent
pursuant to L oss Reserve Fund Escrow Agreement dated December __, 2003

Reporting
Period: 1-Jan-04 to 31-Jan-04

New L oans Added to Portfolio during Period

24.00%

Loan Equipment Customer Loan Maturity Interest
# Borrower Location Description  Net Sales Price Downpayment Principal Closing date date
1
2
3
4
example 00214 Reyes, Joel El Nido 50Wp SHS PHPORO,0 PHP 2,000 PHP 18,000 15-Jan-04 15-Jan-08
etc.
Total PHP 18,000

Fundsto be Transferred from Deposit Account to Reserve Account

for these new L oans as per Escrow Agreement Section 3.02(b) 15.00% PHP 2,700
Funds Transferred from Deposit Account to Resereeofint, per all prior Monthly PHP
Reports 200,000
Funds Transferred from Deposit Account to Resé&a@unt, with this Monthly Report PHP 2,700
Total Funds transferred from Deposit Account todRes Account, as of this Monthly PHP
Report 202,700

Defaulted L oans During Period

Outstanding

VENDOR
Confirmation
of

Realized Value

Loan Loan Accrued Realized Net Loss Calculation Realized
# Borrower Location  Principal Interest* 1 Value Amount Attached Value Date
1
2
3
4
example 00306 Lopez, Manual ElNido PHP 12,000 RU® PHP 6,000 PHP 6,240 yes
etc.
Total PHP 6,240

*not greater than two months accrued interest



Annex A, page 2 of 2

Fundsto be Disbursed to FI from Reserve Account for total Net L oss Amount
per thisMonthly Report, as per Escrow Agreement Section 3.02(b) 80.00% PHP 4,992

Funds Disbursed to FI from Reserve Account, pguradr Monthly Reports
Funds to be Disbursed to FI from Reserve Accouwitly, this Monthly Report PHP 4,992
Total Funds Disbursed to FI from Reserve Accoastf this Monthly Report PHP 4,992

Portfolio Data

1
2
3

)]

10
11
12

Total Loans in Portfolio, prior Monthly Report
Total # New Loans Added, this Monthly Report
Total # Loans as of this Monthly Report

Total Original Loan Principal, all Loans in Poitb, with prior Monthly Report
Total Original Principal, all New Loans, this Mbly Report
Total Original Principal, all Loans in Portfolithis Monthly Report

Total Outstanding Principal, all Loans in Poitipks of 31-Jan-04 I:l

# Loans current

# Loans past due 30 days

# Loans past due 60 days

Total Outstanding Principal, all Loans in Pditfgpast due 60 days

Total outstanding principal of Loans in defablif prior to Realized Value Date

Prepared By:

Approved By:

Manager
Financial Institution Bank



