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In the light of the contents of the Exchange of Notes between the Government of
Japan and the Government of the Republic of the Philippines dated April 28, 1984,
concerning Japanese loans to be extended to the Republic of the Philippines, THE
OVERSEAS ECONOMIC COOPERATION FUND (hereinafter referred to as "the Fund")
and THE GOVERNMENT OF THE REPUBLIC OF THE PHILIPPINES (hereinafter referred
to as "the Borrower") herewith conclude the following Loan Agreement (hereinafter
referred to as "the Loan Agreement", which includes all agreements supplemental
hereto).

ARTICLE I

LOAN

SECTION 1. AMOUNT AND PURPOSE OF LOAN

The Fund agrees to lend the Borrower an amount not exceeding THREE BILLION
TWELVE MILLION Japanese Yen (¥3,012,000,000.) as principal for the
implementation of the Metro Manila Drainage System Rehabilitation Project
described in Schedule 1 attached hereto {hereinafter referred to as "the Project") on
the terms and conditions set forth in the Loan Agreement and in accordance with
the relevant laws and regulations of Japan (hereinafter referred to as "the Loan"),
provided, however, that when the cumulative total of disbursements under the Loan
Agreement reaches the said limit, the Fund shall make no further disbursement.

SECTION 2

USE OF PROCEEDS OF LOAN

(1) The Borrower shall use the proceeds of the Loan for the purchase of eligible
goods and services necessary for the implementation of the Project from suppliers,
contractors or consultants (hereinafter collectively referred to as the "Suppliers") of
the eligible source countries described in Schedule 5 attached hereto (hereinafter
referred to as "the Eligible Source Countries") in accordance with the allocation
described in Schedule 2 attached hereto.

(2) The final disbursement under the Loan Agreement shall be made not later than
May 7, 1989 and no further disbursement shall be made by the Fund thereafter,
unless otherwise agreed upon between the Fund and the Borrower.

ARTICLE II

REPAYMENT AND INTEREST

SECTION 1.

REPAYMENT OF PRINCIPAL

The Borrower shall repay the principal of the Loan to the Fund in accordance with
the Amortization Schedule set forth in Schedule 3 attached hereto.

SECTION 2.

INTEREST AND METHOD OF PAYMENT THEREOF

(1) The Borrower shall pay interest to the Fund semi-annually at the rate of three
and a half percent (3.5%) per annum on the principal disbursed and outstanding.

(2) The Borrower shall pay to the Fund on May 20 of each year the interest that has
accrued up to May 19 of that year from November 20 of the preceding year, and on
November 20 of each year the interest that has accrued up to November 19 from
May 20 of that year, provided that, prior to the date of the final disbursement of the
proceeds of the Loan, the Borrower shall pay to the Fund on June 20 of each year



the interest that has accrued up to May 19 of that year from November 20 of the
preceding year, and on December 20 of each year the interest that has accrued up
to November 19 from May 20 of that year.

ARTICLE III

PARTICULAR COVENANTS

SECTION 1.

GENERAL TERMS AND CONDITIONS

Other terms and conditions generally applicable to the Loan Agreement shall be set
forth in General Terms and Conditions attached hereto as Schedule 4 with the
following supplemental stipulations (hereinafter referred to as "the General Terms
and Conditions"):

Article VI of the General Terms and Conditions shall be disregarded, and,
consequently, all references to "the Guarantee" or "the Guarantor", wherever
mentioned in the General Terms and Conditions, shall be likewise disregarded.

SECTION 2.

PROCUREMENT PROCEDURE

The guidelines for procurement mentioned in Section 3.01. of the General Terms and
Conditions shall be as stipulated in Procurement Procedure attached hereto as
Schedule 5.

SECTION 3.

DISBURSEMENT PROCEDURE

(1) Commitment Procedure (III) attached hereto as Schedule 6 shall apply in cases
of disbursements to the Suppliers of the Eligible Source Countries other than the
Republic of the Philippines.

(2) Reimbursement Procedure attached hereto as Schedule 7 and/or Transfer
Procedure attached hereto as Schedule 8 shall apply in cases of disbursements to
the Philippine Suppliers.

SECTION 4.

ADMINISTRATION OF LOAN

(1) The Borrower shall authorize Ministry of Public Works and Highways (hereinafter
referred to as "the Executing Agency") to implement the Project.

(2) The Borrower shall employ consultants for the implementation of the Project.

(3) Should the funds available from the proceeds of the Loan be insufficient for the
implementation of the Project, the Borrower shall make arrangements promptly to
provide such funds as shall be needed.

(4) The Borrower shall furnish the Fund with progress reports for the Project on a
semi-annually basis in January, July of each year, until the Project is completed.

(5) Promptly, but in any event not later than six (6) months after completion of the
Project, the Borrower shall furnish the Fund with a Project Completion Report in
such form and in such detail as the Fund may reasonably request.


