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PRELONTRACT

ON IMPLEMENTATION OF THE PROJECT PACKABE
KOSTOLAC-B POWER PLANT PROJECTS
{herainatio: referred o 25 he Pre-Contract

by and betwesn

EMPLOYER:  JP ELEKTROPRIVREDA SRBIJE, Carcs Milice 2, 11000 Belgrade, the Republic of Serbia, a5

the future Employer, represented by Genecsl Manager, Mr Dragomiy Markovic (hereinafiar
seferad 1o a8 Employer),

END-UBER: Thermal Power Plant and OCM Kostolac, Nikole Tasle 57, Kostaiss, 25 the futum EndUser,

rapreseniad by Mr Dragan Jovangvic, Manager therdirafier mfered to as the End-Uses) on e
one side, and

CONTRACTOR: CHINA NATIONAL MACHINERY & EQUIPMENT IMPORT&EXPORT CORPORATION (CHEC)

ho. 178 Cuang An Men Wai Stes!, Bejing, 100055, Ching, as the futuse Confaclor,
represenipd by General Manager, Mr Jia Zhigiang [herinafter referred % a5 the Contracios) on
the olher side,

I s Pre-Contraed they are jointly melamed 1o 25 the Parties 1 the Condrent,

PREANBLE

Pivereas,

1.

o

The Government of the Repubiic of Serbla and the Government of the Peopla's Republic of Chine
signed the Agresment on Ecdnomic snd Techrical Cooperation in the Seid of infrastructure (heveinater
referred 1o a8 the Agresment on August 20, 2008 In Beding in order to improvs. el cotparation In the
finid of infrastruciues n ot countries:

The cospurstion, @ established by the Agrsement, includes svengthening of cooperation in e
realization of power prolects;

Within the cooperation established I the ensmy sech, the Partes to the Conlract have expressed thelr
Intarest I implomsnting e Project pathage KOBTOLAC-E PONER PLANT PROJECTS (hereinsiter
reterred o as the Proed pac .

Agrording fotis Pre-Contacy, e Empiover shall he JP Blekbrorpivreta Srbie. Cance Millce 2, 11000
Bengrad.

Aocording o this Pre-Contract, the End-User shat be the Thermal Power Plant and OUM Kostolae,

{ounded by 3P EPE,
Aeoordeg to this Pra-lontant, e Contractor shall be DRMA NATIONAL MACHIMERY 4 EQUIPMENT

MPORT EXPORT CORPORATION [CMEC) fat will cany out the construction of works and wadks
under the Project package i he soope sad o the manner defined Dy this Pre-Contract in fing with Art 14
of the Agmeement and the officid moommendation of te Chinese compatent authordiss, with e
fwoivament of subontrasions fom he Republic of Serbia,

Finaring of e grolects, which se e subject of this Pre.Contract, will be provided as fnllows:

&) 85% fom the pronesds of the oan o be granted forthe implementation of the Projent packags by
inese EXIM Bark {hovenefier reféred o as BXIM Bank) uridet the terms and contitions of the
ndisl Buyer Cradit, and

% frorm own funds of BF ERSihe End-User,
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Trs Parties to the Jontaot agren 1 sty nto this Pre-Contract in oeder o undertake binding obl ’»ga‘ims and v
ing e lerms and condiions under whith ey shal conclude the Contract for realization of e Prosg!

package tharginafor referrsd 1o a8 the Conbract) onee &l necassary approvsls and documsntation have been
provided.

Articie 1

The Partas (o the Confract sgree to stipulats, by s PreContrach, ol essential elsments of the Comract for
regization of te Project package such as the subjent, financing model, total valug of the Projec! sackags,
deadines and other termg and conditions that have 1o be fulfilled In order for the Contract for realization of the
Project package to be conshidad, 25 follbws;

SUBJECT
HAgtichs 2

The Contracior undedakes to realize the Profect package,
The Project packege consists of the folowing individual projects

Qermb Heghan of the two e¥isting units, BY and B2, 350 MW sach;

Project of desulfurisation of the two existing units, B1 and B2, 350 MW each;
Prc;eci of upgrading capacity of the Wan cast ming QWMNQ w12 milon lons 3 year by way of
constuetig a new block B3, the powsr of which will be dafined by the Empleyer and the End-User in
seordanne with e Feasbility Study, on s ture-kay basis.

I

The seope of works and services for the implementation of ihe Project package, total arice of the Project package
gl unil prices of cach individug projedd. deadiines, execution and other malters in connsclion with the

realization witl be defined in the Contract for realization of the Projest package and Individual commerdial
cantacts.

FINANCING OF THE PROJECT
Article 3

The Froject package from anicle 2 hereol will be reslized should the Edmbank within the implemsniation of the

Agresment stipulated In tem 1 of the Preamble grant i loan for Pryect package stipdated in aricle 2 hemol gy
follows.

T3E5% from the priocents of a loan fo be granted By the Chitese EXIN Bank Tor the malization of the Projest
packages under s loan poficy, in line with dem 7 of the Preambule of this Pre-Conlract under the Framework
Loan Agreement o be concliuded hetwesa the Republic of Sarbia and Biim Bank by Aprt 34, 2010 based on
the Conlract for “eabzation of the Project peckage, under the e, hizt will nol be 33 ?W*um%!e han

ap T interost cale will notaxcesd Y% pa

by tenerof 15 years, and

o grace perind of 5 vears sublect 1 the period of resfization of each ndividua! proiaed within the
Proect packages, and

¢

2}45% from own funds of JP EPSEnd-User

The Farties io1he Contract understand tatabove loan terms and conditions i subject o the approvel of both
Dhinese Governmant atgd Exmbank.

The foremn component ingiuding supplies and services {18, focal component and companents from counlriss
suitside the Repuliic of Serbia and PR Chang) portion in the totel contract price will notexgesd  49% of the lolal
valu of each individual preject from An 2 hereof
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The Parties to the Coniract agres that the share of local component and companents em countres outsice the
Republic of Serbia and PR Ching in the mentioned propartion of the foreign companent il be proposed by the
Contrastor, in consultation by the End-User, subject fo the approval from the Employer, for each individual project,
depending on the spacificities of sach individus! proiakl, always provided that the tolal share of the local
componant for the entire Project gmﬁage shatl not exceed the amount defined in A8, Tlause § hereof,

Based on the conchuded individual commercial contracts for the realization of the Peoject packags from At

hereo! and the Framework Loan Agresment, indbvidualloan agreements wit be entered inlo for each projeat
gefirsd iy A 2 hereotl.

TOTAL VALUE OF THE PROJECT PACKAGE
Aricle 4

his Pre-Contract specifies that the tota price for the realization of the Projent package from Art 2 hereof will ot
excaed USD 1.251.000.000,00 (say: one billontwrhundredandfiftyoremilion US dollars).

[z %m’ez 1o the Contract agree that the value of services, that is, obthe works from Art 7 hersof {ereinafler
elerted 1 as the Price) will be defined by the Contract for realization of Projact packages and individual
sommercial contracts for each individual project.

IMPLEMENTATION PERIQD
Artitie § {Left 1o Tech Enginesrs)

Unless the Parties o the Contract agres otherwise, the Contractor shall execule the Project package from A 2
erect, including trisl nan and commissioning, within the following periods or deadlines;

1. The time for completion of Renabiitation fﬁ units B1 and B2 shellbe 30 months caloulated fom efiective
date of s commercial contract,

2, The time for completion of Project of desulfursation of BY ard B2 shall be 30 months cakulsted fom
sHfective date of is commarcial contrast,

The deadline of Project of upgrading capacily of the Drmno mine and construction of a new unit 83 shal
b the end of 2015,

The exsct dates of the commincenient of works, completion of works and commissioning will be set forth for
zach proect by the Contrast for realization of the Projert package-end individual corrmertial contracts for gach
individual project fron At 2 horeo!

OBLIGATION OF THE CONTRACTOR
Ariicle §

Tha Conbractor shall;

ke

Subait its technical bid forall projects fromy A3 hereo! by Janugry 33, 2010, 2t the fatest;

2. submit its commercial bid for all mividual projects from Ast 2 hersol, with detaiied implermentation plan fm
individugl projects, by February 15, 2010, at the latest;

3. prepare all the documents necessary for the submission of the application for loan with EXIM Bank by
Febuary 1, 2010, at the latest and shall submit ¥ o the Employer,

roake Lbest effords” in terms of oblalning e toan from EXIM Bank under the terms and conditions

defined in A 3 hereaf;

make avery slffort to ave the Conlract for reglization of the Project packages concluded by the end of

March 2070;

in e course of axecution of individual commenial contracis from An 2 hereof, aparnt from olher

A’/ obligations to be stipulated by these contratts, the Contracior shall subsontract only sub-supplers thal
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nave thelr seat in the Republic of Serbis-and that are recommended by the Ministry of Mining and
Energy of be Republic of Serbia, Employer and End-User and that are qualified, as shall be detemined
by Contraclor, and shall use material and other assets required for the Implementation of mgem from
Aft 2 heresf, inthe amount nst excending 40% of the mai valie of the Project package defined v Ad 4
hereo!, however, 1his percentage can be either higher or lower depending on the nature of each
ydividual sroject; :

The Project package bom Article 2 hersof shat! use Chinese and/or internationa! codes and standards
proposed oy the Contractor. ‘

The appiied Chinese andlor intersational codes and wlandands will have fo be adjusted in accordence
with Serblan laws and regulations, by the Contractor,

The Parties 1o the conlrast will, bedors the signning of the each individugl commercial contract, agres te
machanise wiich snsure he Conlractor has provided evidence that the standards to be applied have
ween adjsted in accordance with Serbian laws and regulations.

not enter into subcontyacts with subsuppliers from the Reputlic of Serbia that heve oot been
recommendad by the Minkstry of Mining and Energy of the Republic of Serbia, Employer and End-User;
somply with the agreed schedule of its activities and shall make every effod 1o complelz s activiies
within the set Bme period, snd shall obaeres the applicabls regutatons of the Republic of Serbia, g0 hat
the realizetion of the Project package will be dong in the fastest and the most effective way.

DBLIBATIONS OF THE EMPLOYER AND THE ENDUSER
Ardicte 7

The Emplover and the End-User shall:

(SRR

apply for the oan with EXIM Bank by Febreary 18, 2010;

coordinate the realization of the Project package from Art 2 hereo! al 4ll stages of the implementation;
consider any requests of tha Contractor in connection with the realization v the Project package within
& reasonabie time and submit thelr answers in wiiting,

make ,best efforts” to have the Contract for realization of the Project package concluded by end of
Mareh 2010,

obtain gt genmits and spprovids from compstent bodies of the Republic of Serbla thal are necessary for
the implementation of pojests from Arl 2 hereok

mist the agresd Hme schodule for thelr activities ang make every effort I ececute such activities within
the sat Hoe period, complying with the applicable regviations of the Republic of Serbla so thal the
mplementation of he Project patkage is done in the fastest and must effective way,

not enter into Pre-Contracts with other Crinese companies for e purpuse of implementation of the
Project package from A 2 hereof, during iis validity,

TERMIKATION
Article B

The Employer and the End-User have the right 1o leeminale ths Pre-Contract inthe following cases:

e

4.
5.

if ths techrics! Bid rom At 8 hereol B not soceplble to the Bmployer andior the End-User,

i e Cortracton, on the one side, and the Emplover and the End-User, on the other side, do notreach
agreement on the terms and conditions of the commercial bid of the Contractor for any individual projet
from An 2 haveof,

if the the arties to the Contract do not reach agreement on the wording of the Conlract for realization of
the Project package,

# EXIM Bank does not grant fhe loan tor finanting the Project package in accandance with Ast 3 hereo!

il the Condraztor Talls to fulfit any obligations from Arl § hersof,

by sanding the Contrastor notice in wiiting stating the reasons for termination ol s Pre-Conlbract,
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EFFECTIVENESS
Article 9
: N\
This Pre-Lontract s 1l entry ioto forse when the follawing condifions have been comulatively mat:
1 whenitis signed by the authorzed reprasentatives of the Parties 1o the Contract,
2. when itis approved by compatant bodiss of the Emplover and End-User, and N
3. when itis verified, that is, when appfoval is given by the Govemment of the Republe of Serbia, N\
The Effective date of this Pre-Contract shalt be the date of the fas! issued spproval

MISCELLANEGUS
Artiete 10

This Pre-Contract can be amended ahd modified only If all the Parties to the Contract have sxprossed teir
consent in wiiting in the fotm of Asnex hetelo,

Article 11

Durisg the perormance of this Pre-Contract, any communication betwean the Parfes to the Contract shall be
mads in Eaglish and in writing, '

Agticle 12

This Pre-Contract shall cease o be valid on the dats of effectiveness of the Framework Loan Agreemert from An
3 hateof or on the date of termination of this Pre-Contract in stcordance with Art B bersol,

futicle 13

This Pre-Contract shall ot be binding on the Parties to the Contract if the circumstances prevaliing at the fme of
s conclusion haverchanged 1o Such an axtent et i would oot have been toncluded ¥ such Sumstances had
existed at tha! bme

Aricle 14

Fhe Parties (o the Contract walve any claim for material damage or any ofher type of compensalion and shall not
institate count proceetings in the event of expiry andfor termination of this Pra-Contract for reasons listed in A% 8§
and A13 hereol,

Hrticle 15

This Pre-Contract s miade i English'in 6 (s} identical sopies; Parlies 1 the Contract shat! keep 2 {wn) copies
zach.

EMPLOYER CONTRACTOR

ERDUSER

A\
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