3AKOH

O NOTBPHUBAHKY YTOBOPA O TAPAHUUJU (MPOJEKAT
YHAMNPEBHEHA BOOHUX CUCTEMA Y CYBOTULN)
U3MERY PENYBJIMKE CPBUJE N EBPOINCKE BAHKE
3A OBHOBY U PA3BOJ

YnaH 1.

MoTtBphyje ce Yroeop o rapaHumju (MNpojekat yHanpehewa BOAHMX
cuctema y Cybotnum) namehy Penybnuke Cpbuje n Esponcke 6aHke 3a o6HOBY u
pa3Boj, noTnucaH 4. maja 2012. rognHe y beorpagy.

UnaH 2.

Tekct YroBopa o rapaHumju (lMpojekaT yHanpehewa BOAHMX
cuctema y Cybotnum) namehy Penybnuke Cpbuje n Esponcke 6aHke 3a o6HOBY u
pasBoj, y OpuUrmHany Ha eHrneckoM v NPeBOAY Ha CPrCKM je3unK rnacu:

(Operation Number 43472)

GUARANTEE AGREEMENT
(Subotica Water Upgrade Project)

between
REPUBLIC OF SERBIA
and

EUROPEAN BANK
FOR RECONSTRUCTION AND DEVELOPMENT

Dated 4 May 2012
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GUARANTEE AGREEMENT

AGREEMENT dated 4 May 2012 between REPUBLIC OF SERBIA (the "Guarantor")
and EUROPEAN BANK FOR RECONSTRUCTION AND DEVELOPMENT (the
"Bank").

PREAMBLE

WHEREAS, the Guarantor and the City of Subotica have requested assistance from
the Bank in the financing of part of the Project;

WHEREAS, pursuant to a loan agreement dated the date hereof between the City of
Subotica as Borrower and the Bank (the "Loan Agreement" as defined in the
Standard Terms and Conditions), the Bank has agreed to make a loan to the
Borrower in the amount of EUR11,000,000 for the purpose of assisting the Borrower
in undertaking priority investments in water and wastewater infrastructure, subject to
the terms and conditions set forth or referred to in the Loan Agreement, but only on
the condition that the Guarantor guarantees the obligations of the Borrower under the
Loan Agreement as provided in this Agreement;

WHEREAS, the Bank has agreed to make available grants from the European
Western Balkan Joint Fund (the "EWBJF") comprising (i) a grant in an amount of up
to EUR 1,300,000 (the "EWBJF Investment Grant") to be used for the purpose of
financing Part B-1 of the Project (as shown in Schedule 1 of the Loan Agreement),
subject to the terms and conditions of a grant agreement to be entered into between
the Bank and the Borrower (the "EWBJF Investment Grant Agreement") and (ii) a
grant in an amount of up to EUR 740,000 (the "EWBJF Technical Assistance Grant"
and, together with the EWBJF Investment Grant, the "EWBJF Grants") to be used to
finance consultancy and technical assistance to assist in the implementation of the
Project, subject to the terms and conditions of a grant agreement to be entered into
between the Bank and the Borrower or, as the case may be, the Project Entity (the
"EWBJF Technical Assistance Grant Agreement" and, together with the EWBJF
Investment Grant Agreement, the "EWBJF Grant Agreements"); and

WHEREAS, the Guarantor, in consideration of the Bank entering into the Loan
Agreement and the EWBJF Grant Agreements with the Borrower or the Project
Entity, as applicable, has agreed to guarantee the obligations of the Borrower under
the Loan Agreement.

NOW, THEREFORE, the parties hereby agree as follows:
ARTICLE | - STANDARD TERMS AND CONDITIONS; DEFINITIONS
Section 1.01.  Incorporation of Standard Terms and Conditions

All of the provisions of the Bank's Standard Terms and Conditions dated 1
October 2007 are hereby incorporated into and made applicable to this Agreement
with the same force and effect as if they were fully set forth herein (such provisions
are hereinafter called the "Standard Terms and Conditions")

Section 1.02. Definitions

Wherever used in this Agreement (including the Preamble), unless stated
otherwise or the context otherwise requires, the terms defined in the Preamble have
the respective meanings given to them therein, the terms defined in the Standard
Terms and Conditions and the Loan Agreement have the respective meanings given
to them therein and the following term has the following meaning:

"Guarantor's Authorised

Representative" means the Minister of Finance of the Guarantor.



Section 1.03.  Interpretation

In this Agreement, a reference to a specified Article or Section shall, except
where stated otherwise in this Agreement, be construed as a reference to that
specified Article or Section of this Agreement.

ARTICLE Il - GUARANTEE; OTHER OBLIGATIONS
Section 2.01. Guarantee

The Guarantor hereby unconditionally guarantees, as primary obligor and not
as surety merely, the due and punctual payment of any and all sums due under the
Loan Agreement, whether at stated maturity, by acceleration or otherwise, and the
punctual performance of all other obligations of the Borrower, all as set forth in the
Loan Agreement.

Section 2.02.  Project Completion

(@) Whenever there is reasonable cause to believe that the funds available to the
Borrower will be inadequate to meet the estimated expenditures required for the
carrying out of the Project, the Guarantor shall promptly take measures satisfactory
to the Bank to provide the Borrower, or cause the Borrower to be provided, with such
funds as are needed to meet such expenditures and requirements.

(b)  Without limiting the generality of any other provisions of this Agreement or the
Standard Terms and Conditions, the Guarantor shall not prevent the Borrower to put
into effect, as frequently as needed, adjustments to the level and structure of the
Borrower's tariffs in accordance with the Serbian legislation so as to ensure that the
Borrower is able to fulfil its obligations under Sections 3.01(c) and 3.01(d) of the Loan
Agreement.

Section 2.03.  Other Obligations

The Guarantor shall not impose any direct or indirect taxes on foreign
consultants employed by the Bank, the Borrower or the Project Entity in the
implementation of the Project and financed out of the proceeds of the Loan, the
EWBJF Grants or any technical cooperation or other grant funds made available from
time to time by the Bank in relation to the Project. The Guarantor shall further not
impose any direct or indirect taxes on the Borrower or the Project Entity in respect of
the proceeds of the EWBJF Grants or such other technical cooperation or other grant
funds made available to them for the purposes of the Project.

Section 2.04 Effectiveness of the Guarantee

This Agreement shall become effective in accordance with Article IX of the
Standard Terms and Conditions and upon the corresponding ratification of this
Agreement by the National Assembly of the Republic of Serbia.

ARTICLE Ill - MISCELLANEOUS
Section 3.01. Notices

The following addresses are specified for purposes of Section 10.01 of the
Standard Terms and Conditions:

For the Guarantor:

Ministry of Finance of the Republic of Serbia
Kneza Milosa 20

11000 Belgrade

Serbia



Attention: Minister of Finance
Fax: +381 11 361 8961

For the Bank:

European Bank for Reconstruction and Development
One Exchange Square

London EC2A 2JN

United Kingdom

Attention: Operation Administration Unit
Fax: +44-20-7338-6100

Section 3.02. Legal Opinion

For purposes of Section 9.03(b) of the Standard Terms and Conditions and in
accordance with Section 5.02(b) of the Loan Agreement, the opinion or opinions of
counsel shall be given on behalf of the Guarantor by the Minister of Justice of the
Republic of Serbia.

IN WITNESS WHEREOF the parties hereto, acting through their duly authorised
representatives, have caused this Agreement to be signed in English in eight copies
and delivered at Belgrade, Serbia as of the day and year first above written.

REPUBLIC OF SERBIA

By:

Name: Dusan Nikezic
Title: ~ State Secretary

EUROPEAN BANK
FOR RECONSTRUCTION AND DEVELOPMENT

By:

Name: Lin O’ Grady
Title: Deputy Director



(OnepatuHu 6poj 43472)

YroeBop O rAPAHLUUJHN
(MPOJEKAT YHANPEHEHLA BOOHUX CUCTEMA 'Y CYBOTULMN)

namehy

PENYBJIUKE CPBUJE

EBPOINCKE BAHKE
3A OBHOBY U PA3BOJ

Oatym: 4. maj 2012. roguHe
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YroeBop O rAPAHLUUJHN

YIrOBOP cauvheH gaHa 4. maja 2012. roguHe, namehy PENYBJIUKE CPBUJE (y
pareem Tekcty: MapaHT) 1 EBPOMNCKE BAHKE 3A OBHOBY U PA3BOJ (y parem
TekcTy: baHka).

NMPEAMBYIJIA

C OB3UPOM HA TO LA, cy NapaHT u rpag Cyb6oTtmua 3atpaxunu nomoh oa baHke
y dmHaHcupaky gena osor NpojekTa;

C OB3UPOM HA TO [OA y cknagy ca yroBopoM O 3ajMy KOju HOCWU OaTym OBOr
yroBopa, a koju je notnucaH uamehy rpaga Cybotmua kao 3ajmonpumua n baHke
(»YroBop o 3ajmy” kako je gedwmHucaH y CtaHgapaHum ogpepbama u ycrosuma),
BaHka je carnacHa ga ogobpu 3ajam 3ajmonpumuy y nsHocy og EUR 11.000.000 3a,
n3mehy ocrtanor, npyxamwe nomohu 3ajmonpumuy y npeays3vmarby NpUopUTETHUX
MHBECTMUMja Y WHMPACTPYKTypy BoOOBOA4A M KaHanusauuwje, nog ogpepbama wu
ycroBMMa HaBeZeHUM Y YTroBopy O 3ajMy, UMM Ha Koje ce nosuea YroBop O 3ajMmy u
camo nog ycnosom ga NapaHT jemun 3a obasese 3ajmonpumua Ha OCHOBY Yrosopa o
3ajMy Kako je HaBeJeHO y OBOM YroBopy;

C OB3UPOM HA TO [A je baHka carnacHa ga cTaBu Ha pacnonarakwe goHauunjy o4
cTpaHe EBponckor 3ajegHunykor ¢oHaa 3a 3anaghHu bankan (LEWBJF”) «koja
obyxsata (i) goHaumjy y wusHocy go 1.300.000 espa (,EWBJF wuHBecTuumoHa
AoHaumja”) koja he ce kopuctuTn 3a puHaHcnparwe b-1 komnoHeHTe lMpojekTa (kao
WwTo je npukasaHo y [punory 1 YroBopa o 3ajMmy), y cknagy ¢ ogpeabama u
ycnosuma YroBopa O pJoHaumju koju he 6utn cknonrbeH usmehly baHke u
3ajmonpumua (,EWBJF YroBop 0 nHBeCTULMOHOj AoHaUMjK”) u (ii) AOHaUMjy Y n3Hocy
po 740.000 espa (,EWBJF poHaumja 3a TexHuyky nomoh”, a 3ajegHo ca EWBJF
WHBECTMUMOHOM AoHaumjom, ,EWBJF poHauuwja”) koja he ce Kopuctutu 3a
dUHaHCUpPaHke KOHCYNTaHTCKUX yCnyra u TeXHUYKke nomMohu TOKOM MMNfeMeHTaumje
MpojekTa, y cknagy ca ogpenbama mn ycnosuma YroBopa O goHaumju koju he 6utu
cknonrbeH wu3melly baHke wn 3ajmonpumua unu, Kao WTO Moxe OuUTU cnyvya;,
Mpenyseha (,EWBJF YroBop o goHaumju 3a TexHu4ky nomoh”, a 3ajeaHo ¢ EWBJF
YroBopoM 0 MHBECTULMOHOj AoHaumju, ,EWBJF YroBopu o goHaumju’); n

C OB3UPOM HA TO [A je NapaHT, pagu ctynawa baHke y YroBop 0 3ajMy u y
EWBJF Yrosope o goHaumju ca 3ajvonpumuem, unu Npegysehem, ykonuko je To
moryhe, carnacaH ga jemuu 3a HaBegeHe obasese 3ajmornpumua No OCHOBY YroBopa
0 3ajmy.

HA OCHOBY TOI'A, yroBopHe CTpaHe ce OBMM ycarnalwiasajy Ha cnegehn HauvH:

UNAH | - CTAHOAPOHE OOPEOBE U YCIIOBU; AE®UHULIUJE
Opemak 1.01. [lNpumerwsuBawe cTaHAApPAHUX oapeadu 1 ycnosa

Cee ogpenbe CraHgapaHux ogpenbu n ycnosa banke og 1. oktobpa 2007.
roguHe OBUM ce YKbydyjy U 06e3behyje hNXoBO NpuMerMBake Ha OBaj yroBop ca
MCTOM CHarom v ejCTBOM Kao fa cy y NoTnyHOCTM HaBeAEHE Y OBOM YroBopy (Takee
oapenbe y narbem TekCTy ce HasuBajy ,CTaHaapaHe ogpenbde u ycnosu”).

Opermvak 1.02. [OedmHuumje

Kapg rog ce kopucte y oBoM yroBopy (Ykrby4yjyhu u MNpeambyny), ykonuko Huje
Apyradvje Ha3Ha4YeHO WUNW KOHTEKCT Apyrayunje He Hanaxe, TepMUHU AedUHUCAHN Y
Mpeambynn umajy oproeapajyha 3Havewa kOja Cy UM gaTta Yy WMCTOj, TEPMMUHM
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AedvHucann y CtangapaHum ogpenbama v ycrioBMmMa vy YroBopy O 3ajMy umajy
3Hayetsa Koja cy UM AaTa y uctmuma, a cnegehu tepMunmn nmajy cnegehe sHavere:

,2OBnawheHn npegcTaBHNK
MapaHTa’ 03HayaBa MUHUCTPa ouHaHcuja MapaHTa.
Operbak 1.03. Tymauewe

Y OBOM YroBOpy, CBakO MO3MBae€ Ha HEKU KOHKPETaH uYnaH unu oferbak,
YKONUKO HUje Apyrauunje Ha3HayYeHo y OBOM YroBopy, cMaTpahe ce nosvBakeM Ha Taj
KOHKpEeTaH YraH unv oferbak OBor yroeopa.

UNAH Il - TAPAHLUWJA; OCTAJIE OBABE3E
Opemak 2.01. TapaHuuja

MapaHT oBUM Ge3yCroOBHO rapaHTyje, Kao MPMMapHU OYXHUK, @ HE caMO Kao
rapaHT, ypegHo u 6naroBpemMeHo nnahawe CBakoOr U CBUX WM3HOCA Aocnenux 3a
nnahawe Ha OCHOBY YroBopa O 3ajMmy, 6uno o pegoBHOM Aatymy gocneha, ycnen
ybp3aBara Unu Ha ApyryM HauuH, Kao u 6naroBpeMeHo M3BpLUaBake CBUX OCTanmnx
obaBesa 3ajmonpumua, CBe y cknagy ca YroBopom O 3ajMmy.

Opermvak 2.02. MUsBpweme lNpojekTa

(@) Kag rog noctoju pasymaH noBog Aa Ce Bepyje Aa cpeactBa Koja Ccy Ha
pacnonarawy 3ajMonpumuy Hehe 6GuTM OOBOfbHa 3a MOKpuBakwe npeasuheHnx
nsgataka noTpebHux pagu msBplasawa [lpojekta, MNapaHT he 6e3 ognarawa ga
npegy3ame mepe koje he baHka cmaTpatM 3agoBosbaBajyhum ga o6e3begu
3ajmonpumuy, unu ga opraHmsyje ga ce 3ajmonpumuy obesbene cpencTaa Koja byay
notpebHa 3a NnogMupere TakBUX nagataka n notpeba.

(6) bes orpaHnyaBatsa onwiTer kapaktepa 6uno kojux gpyrmx oapeabu oBor yrosopa
unun CrtaHgapgHux ogpenbu m ycnosa, [apaHT Hehe cnpeunty 3ajmonpumua ga
n3BpLlaBa, OHOJIMKO YECTO KOMMKO je NOoTpebHo, ycknahuBawa BUCUHE U CTPYKType
Tapuda 3ajmonpumua y cknagy ca CprnckMM 3akOHOA4aBCTBOM, Kako 61 ce ocurypano
Aa 3ajmonpumay, ucnyHu ceoje obaBese no ocHoBy ogerbaka 3.01(u) m 3.01(a)
Yrosopa o 3ajmy.

Operbak 2.03. OcTane ob6aBese

[apaHT Hehe HamMeTHYTU HMKaKBe AMPEKTHE HU UHAMPEKTHe nopese Ha cTpaHe
KoHcynTaHTe kKkoje baHka, 3ajvonpumay wnu [Npenys3ehe Oyay aHraxosanu vy
cnposohemy lNpojekta 1 pmHaHcupanu n3 cpeacrasa 3ajma, EWBJF poHaumje vnu
6uno koje Apyre TexHudke noMohu vnu Apyrmx cpencrasa U3 goHaumja koje baHka
6yae craeuna Ha pacnonaramwe, C BpeMeHa Ha BpeMe, 3a notpebe [NpojekTa.

Opermsak 2.04. Crynawe rapaHuuje Ha cHary

OBaj yroBop cTyna Ha cHary y cknagy ca uynaHom IX CtaHgapgHux ogpenbu m
ycrnoBa, kao 1 no ogaroeapajyhem noTtephuBaky OBOr yroBopa of cTpaHe HapogHe
ckynwTunHe Penybnuke Cpbuje.

YUJNAH lll - PA3HO
Opembak 3.01. O6aBewTewa

Cnepehe apgpece cy HaBegeHe 3a notpebe unaHa 10.01 CraHpgapgHux
oapenbu n ycnosa:
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3a NapaHTa:
MuHucTapcTBo hmHaHcuja Penybnvke Cpbuje

KHe3a Munowa 6poj 20

Beorpag 11 000

Peny6nuka Cpbuja

Ha pyke: MwuHucTap domHaHcuja

dakc:+ 381 11 361 89 61

3a baHky:

EBponcka 6aHka 3a 06HOBY 1 pa3Bo;j
One Exchange Square

London EC2A 2JN

Benvka BputaHuja

Ha pyke: JeguHuua 3a agMUHUCTPaATUBHO MOCMOBaH-E
Fax: +44 20 7338 6100

Opemsak 3.02. [MpaBHO MUWIbEHE

3a notpebe unaHa 9.03(6) CtangapaHux ogpenbu v ycnosa a y cknagy
ca unaHom 5.02(6) Yrosopa 0 3ajMy, MULLIbEHE UNN MULLIbEHA NPABHUX CaBETHWUKA
Aasahe y kopucT MapaHTa muHucTap npasae Peny6nuvke Cpbuje.

NOTBPHYJYRU HAMPEAQ HABELOEHO, crtpaHe cy npeko CBOjux ypeaHo
oBnawheHnx npeAcTaBHWKa MoOTNMcane oBaj yroBop y ocam (8) npuvmepaka Ha
eHrneckoMm jesuky 1 3akrbydune ra y beorpagy, Penybnuka Cp6buja, rope HaBegeHor
AaTyma v roavHe.

PENYBJIMKA CPBUJA

Motnucao:
Wwe: ywaH Hukeanh
dyHkumja: OpxaBHu cekpeTap y MuHucTapcTBy (pmHaHcHja

EBPOINCKA BAHKA
3A OBHOBY U PA3BOJ

MNMoTtnucao:
Wme: Lin O’ Grady
®yHKumja: 3aMeHnK gupekTopa
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YnaH 3.

OBaj 3akoH cTyna Ha cHary ocMmor pfaHa o pJdaHa objaBrbvBamwa Yy
,Cnyx6eHom rnacHuky Penybnuke Cpbuje - MefyyHapoaHu yrosopu”.
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