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LOAN AND MORTGAGE AGREEMENT

)
This AGREEMENT is made and entered into this _ day
of 1999 between the Development Bank of

Ethiopia (hercinafter called * the Bank” ) and Ato Sirgaga Dori
Lhereinaf;er called “the Borrower”);

= WITNESSES

WHEREAS the Bank is engaged in extending investment loans to
aid in the development of Ethiopia; and

WHEREAS the Bank has obtained a loan from the European
Investment Bank for the purpose of financing small and medium
sized private sector enterprises;

Whereas the Borrower has applied for a loan of Birr 7,803,000.-
(Seven million eight hundred three Birr) hereinafter called the
“Loan” ) to finance building and civil works, purchase of
manciheries and equipment as well as part of working capital
requirement of the Plastic Products Manufacturing Factory
(hereinafter called the “Project™)’

Whereas the repayment of the Loan together with interest and all
other charges and costs thereon is secured by first degree mortgage
on the part of the assets and property of the project the value of
which shall fully cover the principal loan, interest and all other
charges and costs that the Bank incurrs to enforce all the
obligation of the Borrower herein;

NOW, THEREFORE, in consideration of the premises above and
the mutual covenants hereunder the Bank and the Borrower agree
as follows:-



ARTICLE -1
LOAN

Section 1.01: Loan

The Bank agrees to lend to the Borrower, in accordance with the
terms and conditions in this Loan Agreement an amount not to
exceed Birr 7,803,000.- ( Seven Million eight hundred three Birr)
for financing the Project and to be disbursed from the Borrower’s
account direct to contractors, suppliers and/or the Borrower as
stipulated hereinder.

1%t Disbursement -

2™ Disbursement

3% Disbursement

Birr 1,328,100 for contractor or loanee to finance partial cost
of building after verification by the Industry Department and
Technical and Building Administration Services that the
promoter has invested about Birr 2,130,000.- on building
from own source.

Birr 4,356,900.- to supplier to finance total foreign cost of
water pipe and fittings machine mould and partial foreign
cost of plastic shoes manufacturing machinery after
verification by the Industry Department and Technical and
Building Administration Services that the 1¥ disbursement is
properly utilized and the promoter has invested Birr
3,998,200 on opening and financing partial foreign cost of
plastic shoes machine, total foreign cost of plastic shoes
moulds and household wares machine .-

Birr 2,118,000.- to supplicr or Loanee to finance cost of
working capital requirement and cost of vehicle after
verification by Industry Department that the previous
disbursements are properly utilized and the promoter has
submitted document that testity the arrival of machinery and
equipment the promoter committed to cover local and
forcign cost of machinery and equipment amounting Bire
1,000,000~ purchase of tumiture of Buv 79,700 and
payment of the then due interest of Bire 464,000.- 1s made



However, before the first disbursement is effected the Borrower
shall present a written assurance of his equity contribution in the
project which should be disbursed before or concurrently with the
disbursal hereabove. Further, before any part of the disbursement
is made, the Borrower shall produce evidence to the entire
satisfaction of the Bank that the Loan shall be used to carry out the
project in accordance with this Agreement.

.-

Section 1.02: Use of the Loan

The Borrower undertakes that it will use the Loan solely and
exclusively to finance the reasonable costs of equipment, materials
and services required for the project described hereinabove.

Section 1.03: Commitment Charge

The Borrower shall pay a commitment charge of */4 of 1% (Three
quarters of one per cent) per annum on the amount of the Loan
standing to the credit of the Borrower from time to time. Such
commitment charge shall accrue from the several dates on which
amounts shall be credited to the Loan Account to the date on
which it is withdrawn from the Loan Account or are cancelled or
modified in any way in accordance with the provisions of the
present Loan Agreement.

Section 1.04: Service Charge

The Borrower shall pay a service charge of % of 1% (Three
quarters of one per cent) per annum on the principal amount of the
Loan. The said service charge shall be calculated from time to
time on the unpaid portion of the loan and shall be payable semi-
annually together with interest. It shall, however, be discontinued
if the borrower fails to discharge its obligation as per the loan
agreement and a suit is instituted in a court of law,



Section 1,05: Interest and Sales Tax Rate

)

(c)

(d)

(e)

(D)

The Borrower shall pay interest at the rate of 10.5% (ten
and half per cent) per annum on the principal amount of
each part of the Loan withdrawn from the Loan Account
and outstanding from time to time together with cost and
charges incurred hereunder by the Bank. '

Interest shall accrue from the respective dates on which
amounts shall be so withdrawn and shall be payable semi-
annually on July 31 and January 31, of ecach year
commencing on July 31,1999.

The Bank may charge compound interest as permitted by
law.

In case of default or failure to repay the principal amount of
the Loan and any other charges or default to pay interest
thereon, the interest rate applied from the date of such
default or failure shall be increased by 3% (three per cent).

Notwithstanding the provisions of sub-sections “a” and “d”

of sections 1.05 above, should the Bank or any other
competent authority issue a new interest rate, the rate of
interest stipulated under sub-section “a” and “d” shall be
replaced by the new interest rate.

The Borrower, considering the rate ot interest and service
charge it undertakes to pay, shall consecutively pay sales
tax of 0.525% (point five two five percent) .and 0.0375%
(point zero three seven five percent) per annum on the
principal amount of cach part of the loan disbursed and
outstanding from time to time together with interest and



other charges. The Borrower shall also pay sales tax of
0.0375% (point zero three seven five percent) per annum
on the amount of the loan standing to the credit of the
Borrower from time to time together with costs and
charges. Should the Bank vary the sales tax rate, the rate
of sales tax stipulated herein shall be replaced by the new
sales tax rate.

P

Section 1.06: Collection Fees and Other Charges

The Borrower undertakes to pay all collection fees, expenses and
other charges that may be incurred by the Bank to enforce
performance of all the obligations of the Borrower herein.

ARTICLE - 11
REPAYMENT

Section 2.01: Repayment

The Borrower undertakes to repay the principal amount of the
Loan in 16 semi-annual installments. Payable on January 31 and
July 31 starting on July 31,1999 and ending January 31, 2007.
The first installment shall be Birr 615,570, the next four
installment Birr 615,562 and the rest eleven installments Birr
429,562.

Section 2.02: Appropriation of payment

Repayment made by the Borrower shall be appropriated first to the
costs and charges, secoudly to the interest and eventually to the
principal.
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Section 2,03: Prepayment

The Borrower shall have the right, upon payment of all charges
and accrued interest and upon not less than 90 days advance notice
to the Bank to repay in advance of maturities of all or any part of
the principal amount of the Loan in the time outstanding.

Section 2.04: Promissory Notes

Should the Bank demand the Borrower undertakes to draw and
sign, at its own expenses promissory notes payable to the Bank for
the amount or amounts then outstanding under this Loan
Agreement, and in such text and forms as the Bank may
reasonably request.

ARTICLE - 11
COVENANTS AND WARRANTIES

Section 3.01: General

The Borrower shall cooperate fully with the Bank to assure that the
purpose of the Loan will be accomplished and that therefore the
borrower undertakes to furnish to the Bank all such information as
the bank shall reasonably request with regard to the general status
of the Loan. To that end, the Bank and the borrower shall from
time to time exchange views through their representatives with
regard to matters relating to the purposes of the Loan and the
maintenance of the services thercof. The Borrower shall promptly
inform the Bank of any condition which intertere with, or threatens
to interfere with the accomplishment of the purposes of the Loan
or the maintenance of the Services thercof.



Section 3,02: obligation to permit inspection

The borrower undertakes to permit persons designated by
European Investment Bank, who may be accompanied by
representative  of the court of Auditors of the European
Community, to visit the sites, installation and any works
comprising the project and to conduct such checks as they may
wish, and provide them with all necessary assistance for this
purpose.

Section 3.03 Maintenance of Records

(a)

(b)

(c)

The Borrower shall carry out the Project and conduct its
operations in accordance with sound business standards in
the trade and shall maintain records adequate to record the
progress of the project and to reflect, in accordance with
consistently maintained generally —accepted sound
accounting practice, the operation and financial condition
of the project and more particularly to identify the
equipment, materials and services financed by the proceeds
of the Loan, to disclose their costs and their use in the
Project.

The Bank shall have the right at all reasonable times to
examine such books and records and all other documents
and correspondence related to this Loan Agreement. The
Borrower shall enable and assist the Bank to inspect the
borrower’s operation and utilization of all services financed
under this Loan Agreement,

The Borrower shall promptly furnish to the Bank such
financial and other reports and information relating to the
Project and the Loan as the Bank may rcasonably request.



Section 3,04: Undertakings

1. (a) Until payment in full of all sums under this Loan

(b)

(c)

Agreement, the Borrower except as the Bank
may otherwise agree in writing shall insure or
cause to be insured any equipment and materials

- financed under this Loan Agreement against risks

incident to their purchase and transit to the point
of their use in the Project. Such insurance shall
be consistent with sound commercial practices.

Cause, wherever applicable, the project to be
insured with financially sound insurance
companies against loss or damage in such
manner and to the same extent as shall be in
accordance with good commercial practice with
regard to property and business in comparable
circumstances. In the event of failure to renew
the insurance policy, the Bank shall pay the
required premium and debit the Borrower’s
account and charge 10.5%(ten and half per cent)
or more interest per annum.

Maintain its existence and carry on operations
and take all steps necessary to maintain and
renew all right, powers privileges, concessions
and franchises which are necessary and
materially useful in the conduct of the business;
and

2. Until payment in full of all sums due in this Loan
Agreement, the Borrower agrees to inform and obtain the
consent of the Bank at least 30 days betore committing itself

to:-
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(a) Incur, assume or guarantee obligations in connection
with the project.

(b) Create or permit to sustain any lien on any of the
... assets of the project. '

(c ) Sell, transfer, lease or otherwise dispose of all or a
substantial part of the assets of the project.

ARTICLE - IV
CANCELLATION AND/OR SUSPENSION

Section 4.01: Suspension

If any of the following events shall have happened and be
continuing, the Bank may by giving notice to the Borrower
suspend in full or in part the right of the Borrower to make
withdrawals from the Loan Account.

(a) A default shall have occurred in the payment of principal or
interest or any other payment required under the Loan
Agreement between the Bank and the Borrower for this
project.

(b) A detfault shall have occurred in the payment of principal or
interest or any other payment required under any other Loan
Agreement between the Bank and the Borrower tfor this
Project.
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(c) A default shall have occurred in the performance of any other
covenants on the part of the Borrower under this Loan

Agreement.

(d) An extraordinary situation shall have arisen which shall, in
the opinion of the Bank, make it impossible that the
Borrower will be able to perform its obligations under this

Loan Agreement.

(e) The Borrower shall have been unable to pay its debts as they
mature or any action or proceedings shall have taken by the
Borrower or by others whereby any of the property of the
project shall or may be distributed among its creditors.

(f) Any other event deemed to be prejudicial to the interest of
the Bank shall have occurred.

The right of the Borrower to make withdrawals from the Loan
account shall continue to be suspended in whole or in part, as the
case may be, until the event or events which gave rise to such
suspension shall have ceased to exist or until the Bank shall have
notified the Borrower that the right to make withdrawals has been
restored, whichever is earlier provided, however, that in the case
of any such notice or restoration, the right to make withdrawals
shall be restored only to the extent and subject to the conditions
specified in such notice and no such notice shall affect or impair
any right; power or remedy ot the Bank in respect of any other
subscquent event described in this section.



Section 4,02: Cancellation

Notwithstanding the provisions of section 4.01 above, the Bank
reserves the right to cancel any amount of the Loan in the event the
occurrences referred herein are of such nature as to prejudice its
interests.

g

Section 4.03: Reservation

Notwithstanding any cancellation or suspension, all the provisions
of this Loan Agreement shall continue in full force and effect
except as specifically modified in this Article.

ARTICLE - V
MISCELLANEQOUS

Sectio‘n 5.01: Remedies

If any of the terms and conditions of the present Loan Agreement
are in any way violated by the Borrower or any event specified n
Article IV shall have occurred and continue for a period deemed
to be unreasonable by the Bank, the Bank, at its option, may
declare the principal amount of the Loan including all charges,
together with interest then outstanding to be due and payable
without prejudice to claim all the other remedies available to the
Bank under the Laws of Ethiopia; or where the borrower has some
of money in any of his account at the bank , the bank has the right
to use the said money in the said account tor the repayment and /or
payment of principal or interest or any other charges that are due.



Section 5,02 : Addresses

Any notice, request or communication given, made or sent by the
Borrower, or the Bank pursuant to this Loan Agreement shall be in
writing and shall be deemed to have been duly given, made or sent
when it shall be to which it is sent at the following addresses:-

.-

TO THE BANK DEVELOPMENT BANK OF ETHIOPIA
P.0.BOX 1900
ADDIS ABABA

TO THE BORROWER: Ato Sirgaga Dari Bushira
Addis Ababa City
Woreda 25 Kebele 03 House No. 480
P.O.Box 23363
Addis Ababa

New addresses may be substituted for the above addresses
provided proper notice thereof is given in writing and

acknowledged.

Section 5.03: Non - waiver

No delay 1n exercising or omission to exercise any right, power or
remedy accruing to any party under the Loan Agreement upon any
default shall impair any such right, power or remedy or be
construed to be a waiver thercof or any acquiescence in such
default; nor shall the action of such party in respect ot any default
or any acquiescence in any default affect or impair any right,
power or remedy of such party in respect of any other or
subsequent detault.



Section 5.04: Period of Grace

Unless otherwise agreed to in writing, the parties hereto expressly
agree that there shall be no period of grace as permitted by Article
1770 of the Civil Code of Ethiopia of 1960 for carrying out their
respective obligations under the present Agreement.

s

Section 5.05: Heirs and Assignees
ﬁis'Agreement shall further be binding upon the heirs, assignees,
and survivors of all the parties, jointly and severally without the

benefit of division.

Section 5.06: Mortgage

a) To secure the due and punctual repayment of the Loan,
payment of interest and all other charges as well as the due and
punctual performance of all other covenants and obligations of
the Borrower under this Agreement, the Borrower hereby
constitutes in favour of the Bank first degree mortgage upon the
whole of the assets and property of the project specified
hereinunder in accordance with the relevant provisions of the
Ethiopian civil code, commercial code, and Proclamation No.
98/1998:-

1. The project premise registered in the name of the Borrower
with title deed No. Lease 0067 and constructed in Addis Ababa,
Woreda 28 Kebele 04 in a total area of 1750 square meter.

!\J

The project established with an Investment permit No. hh.f-
and registered with a principal registration certificate No. k.
39%9-3-42761 and including machineries and equipments to be
purchased in the future,



3. The vehicles to be purchased by the loan and the contribution
of the borrower.

In case the Borrower fails to repay the loan or to pay interest and other
charges thereof, the Bank reserves the right, upon giving 30 days prior
notice to the Borrower, to sell by public auction and transfer the
ownership of the whole or part of the mortgage held by the Bank and use
the proceeds thereof to settle the debt. :

IN WITNESS WHEREQF the parties hereto have affixed their si gnatures.

For:  Development Bank of Ethiopia ~ For the Borrower
BY: S o BY: i

A/GENERAL MANAGER Ato Sirgaga Dari
LEGAL ADVISOR:

CONTROLLER:

WITNESSES:
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