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	DRAFT No. 1 dated [**] 2025

	
	Subject to review, comments and approval by EIB management 

	
	and other internal bodies and further due diligence exercise by EIB.




GRANT AGREEMENT
(LOZOVA CITY DISTRICT HEATING PROJECT)

under the
E5P PROGRAMME 

between the

EUROPEAN INVESTMENT BANK
and the
LOZOVA CITY COUNCIL OF KHARKIV OBLAST
and the
Public Utility Company “Teploenerho” of Lozova City Council of Kharkiv oblast
_____________, ___________________

THIS CONTRACT IS MADE BETWEEN:



	the EUROPEAN INVESTMENT BANK with its 
Head office at 98-100 Blvd Konrad Adenauer, 
L-2950 Luxembourg
	
	(the "Bank")

	of the first part, 
and

	
	

	Lozova City Council of Kharkiv Oblast with its seat at 

1 Yaroslav Mudryi Street
Lozova, Kharkiv Oblast
64600, Ukraine

 
	
	(the "Beneficiary")

	of the second part, 
and

	
	

	Public Utility Company “Teploenerho” of Lozova City Council of Kharkiv Oblast
with its seat at 
23 Hryhoriy Skovoroda Street
Lozova, Kharkiv Oblast
64602, Ukraine,


	
	(the “Final Beneficiary")



  and jointly referred to as the "Parties",


HAVE AGREED as follows:


Article 1 - Purpose 
1(1)	On 23 July 2015, Ukraine (the "Borrower") and the Bank entered into the “Ukraine Municipal Infrastructure Programme (UMIP)” finance contract (the "Finance Contract"), pursuant to which the Bank has agreed to make available to the Borrower a credit in an amount of up to EUR 400,000,000 (four hundred million euros) (the "Framework Loan").
The Borrower has stated that it is undertaking operations (including undertaking new construction, reconstruction, modernisation and other types of works) to rehabilitate and upgrade, or minimise deterioration of, municipal infrastructure in Ukraine in order to improve substantially energy efficiency in rehabilitated facilities and to contribute to Ukraine’s energy security, reduction of energy and water losses, improvement of solid waste management services, district heating, municipal lighting, water supply (including hot and cold water as well as drinking water and water for other uses) and sanitation and generally to improve the safety and quality of services provided (each operation hereafter called a "Sub-Project"), as more particularly described in the technical description set out in Schedule A of the Finance Contract (the "Technical Description"). The Sub-Projects shall be implemented in those parts of the territory of the Borrower under the control of the Government of the Borrower by central governmental bodies of the Borrower, its local state administrations, bodies of local self-government and state and communal enterprises including enterprises which have majority state or communal participation.
Under the Framework Loan, an amount equal to EUR 13,900,000.00 (thirteen million and nine hundred thousand euros) has been allocated to the financing of a Sub-Project consisting of the construction and rehabilitation of boiler houses, gas and district heating networks (the "Lozova Sub-Project"). 
[bookmark: _Hlk215305271]1(2)	The Borrower has stated that it is undertaking further comprehensive improvement of the district heating system and energy efficiency of distribution Lozova, as described in Annex I (the “Lozova Project”) which comprises the following components: 
(I) reconstruction of four PUC ”Teploenerho” boiler houses,  three of which are located in Lozova at 23 Sportyvna Street with an installed capacity of 31.80 Gcal/h (37.00 MW), 29-b Mashynobudivnykiv Street with an installed capacity of 2.25 Gcal/h (2.61 MW), “43-g O. Brychuka Street with an installed capacity of 2.35 Gcal/h (2.73 MW), and one of those boiler houses being located in Panyutino town at 10 I. Sereda Street with an installed capacity of 0.63 Gcal/h (0.74 MW) (it being noted that the reconstruction of the 23 Sportyvna Street BH involves simultaneous decommissioning of an old BH located at 8 Lozovskogo Street with an installed capacity of 3.65 Gcal/h (4.25 MW), and consolidating subscribers of these two boiler houses into one network, including the associated scope of works to physically merge the two district heating networks into a single system) (together "Component 1"); and (ii) installation of approximately sixty-five (65) modern individual heat substations (IHS) and consumption metering devices in each building served by the reconstructed 23 Sportyvna Street boiler house, and connection of the IHSs to the supervisory control and data acquisition (SCADA) system (together "Component 2").
1(3)	The total cost of the Lozova Sub-Project and Lozova Project, as estimated by the Bank, is approximately EUR 20,710,000.00 (twenty million seven hundred ten thousand euros) excluding VAT. 
[bookmark: _DV_M166][bookmark: _Hlk216260233]1(4)	On 9 August 2024, the Assembly of Contributors of the Eastern Europe Energy Efficiency and Environment Partnership Fund (the "E5P Fund") approved the Grant (as defined in Article 3(1)) of EUR 6,810,000 (six million eight hundred ten thousand euros) from the resources of the E5P Fund for the financing of Component 1 and Component 2 of the Lozova Project and assigned its implementation to the Bank.
1(5)	The purpose of this agreement (the "Agreement") is to set out the terms and conditions for the Grant. The Final Beneficiary is duly authorised to receive the Grant on the terms and conditions set out in this Agreement. 
1(6) 	The promoter of the Lozova Project is the City Council of Lozova (acting in its capacity as the Beneficiary), which undertakes the Lozova Project through the Final Beneficiary.  The Beneficiary shall have general supervision of the implementation of the Lozova Project, whereas the Final Beneficiary shall have the responsibility to implement the Lozova Project. 
1(7)	On 14 June 2005 Ukraine and the Bank signed a Framework Agreement which was ratified by the Parliament of Ukraine on 7 February 2006 in the Law of Ukraine 3392 "On Ratification of the Framework Agreement between Ukraine and the European Investment Bank" and which governs the Bank’s activities in Ukraine (as superseded or re-entered from time to time, the "Framework Agreement"), which entered into force on 8 April 2006 and shall continue to be in full force and effect throughout the term of this Agreement. The Borrower has acknowledged that the Framework Loan falls within the scope of the Framework Agreement, which provides, inter alia, that the Bank shall enjoy, in respect of its activities in the territory of Ukraine, the treatment no less favourable than that which is accorded to projects or contracts financed by any other financial institution (the "Acknowledgement"). 
1(8)	On the date of this Agreement, Ukraine is a state party to the 1958 New York Convention on the Recognition and Enforcement of Foreign Arbitral Awards.
1(9)	The Bank considers that access to information plays an essential role in the reduction of environmental and social risks, including human rights violations, linked to the projects it finances and has therefore established its transparency policy, the purpose of which is to enhance the accountability of the Bank (and its subsidiaries) towards its stakeholders and the citizens of the Union in general.
1(10)	The Bank supports the implementation of international and EU standards in the field of anti-money laundering and countering the financing of terrorism and promotes tax good governance standards. It has established policies and procedures to avoid the risk of misuse of its funds for purposes which are illegal or abusive in relation to applicable laws. The Bank’s group statement on tax fraud, tax evasion, tax avoidance, aggressive tax planning, money laundering and financing of terrorism is available on the Bank’s website and offers further guidance to the Bank’s contracting counterparties[footnoteRef:2]. [2:  http:/ According to the 4th AML Directive, this provision does not apply to natural persons controlling a company listed on a regulated market that is subject to disclosure requirements consistent with EU Law or subject to equivalent international standards which ensure adequate transparency of ownership information/www.eib.org/about/compliance/tax-good-governance/index.htm?f=search&media=search] 

1(11)	The Bank has established an overarching policy framework that allows the Bank’s Group to focus on sustainable and inclusive development, committing to a just and fair transition and supporting the transition to economies and communities that are climate and disaster resilient, low carbon, environmentally sound and more resource-efficient. The policy framework includes the EIB Group Environmental and Social Policy and the EIB Environmental and Social Standards. The EIB Group Environmental and Social Policy and the EIB Environmental and Social Standards are available on the Bank’s website and offers further guidance to the Bank’s contracting counterparties.
1(12)	It is to be understood that references herein to Articles, Recitals and Annexes are references respectively to articles of, and recitals and annexes to this Agreement.
1(13)	In this Agreement:
"Authorisation" means an authorisation, permit, consent, approval, resolution, licence, exemption, filing, notarisation or registration.
"Change in the Beneficial Ownership" means a change in the ultimate ownership or control of an entity according to the definition of "beneficial owner" set out in article 3(6) of Directive 2015/849 of the European Parliament and of the Council of 20 May 2015 on the prevention of the use of the financial system for the purposes of money laundering or terrorist financing as modified and /or supplemented from time to time.
"Completion Date" has the meaning given to it in Article 2(2).
"Contract" means an agreement entered into between the Final Beneficiary and a Contractor pursuant to a public procurement procedure, as prescribed in Article 7 for the delivery of the Works, Supplies and/or for the performance of Services.
"Contractor" means any natural or legal person, or public entity or group of such persons/entities, including any temporary association of undertakings – whether formal or informal – with which the Final Beneficiary concludes a Contract the delivery of the Works, Supplies and/or for the performance of Services.
“Date of Effectiveness”: means the date of signature of this Agreement by the last Party.
"EIB Environmental and Social Standards" means the EIB Environmental and Social Standards of 2022 which are published on the Bank’s website and which describe the environmental and social requirements that all EIB-financed projects must meet and the responsibilities of the various parties, including the Beneficiary and the Final Beneficiary. 
"Eligible Non-EUR Currency" means Ukrainian Hryvnia, the lawful currency in Ukraine.
"Environment" means the following:
(a)	fauna and flora, living organisms including the ecological systems;
(b)	land, soil, water (including marine and coastal waters), air, climate and the landscape (natural or man-made structures, whether above or below ground);
(c)	cultural heritage (natural, tangible and intangible); 
(d)	the built environment; and
(e)	human health and wellbeing. 
“Environmental and Social Impact Assessment Study” means a study or report as an outcome of the environmental and social impact assessment identifying and assessing the potential environmental and social impacts associated with a Sub-Project and recommending measures to avoid, minimise and/or remedy any impacts.  This study is subject to public consultation with direct and indirect project stakeholders.
“Environmental and Social Standards” means: 
(a)	Environmental Laws and Social Laws applicable to the Lozova Project, the Beneficiary and the Final Beneficiary;
(b)	the EIB Environmental and Social Standards; and
(c)	the Environmental and Social Impact Assessment Studies.
“Environmental or Social Approval” means any Authorisation required by an Environmental Law or a Social Law.
“Environmental or Social Claim” means any claim, proceeding, formal notice or investigation by any person in respect of breach or alleged breach of any Environmental and Social Standards.
[bookmark: OLE_LINK3][bookmark: OLE_LINK4]“Environmental Law” means:
(a)	EU laws including principles and standards save for any derogation accepted by the Bank for the purpose of this Contract based on any agreement between Ukraine and the EU;
(b)	Ukrainian laws and other regulations; and
(c)	international treaties and conventions signed and ratified by or otherwise applicable and binding on, Ukraine,
of which a principal objective is the preservation, protection or improvement of the Environment.
“EU Body” or “EU Bodies”: means the Bank, the agents of the Bank, the European Court of Auditors, the European Commission (including OLAF and external agents engaged by the European Commission), the European Public Prosecutor’s Office or any other European Union institution or European Union body which is entitled to verify the use of the Grant and any other duly authorised body under applicable law to carry out audit or control activities when required under applicable law.
"EU Law": means the acquis Communautaire of the European Union as expressed through the Treaties of the European Union, the regulations, directives, delegated acts, implementing acts, and the case law of the Court of Justice of the European Union.
“Euro”, “euro”, “EUR”: each means the lawful currency of the member states of the European Union which adopt or have adopted it as their currency in accordance with the relevant provisions of the Treaty on European Union and the Treaty on the Functioning of the European Union.
"Financing of Terrorism": means the provision or collection of funds, by any means, directly or indirectly, with the intention that they should be used or in the knowledge that they are to be used, in full or in part, in order to carry out any of the offences listed in the Directive (EU) 2017/541 of the European Parliament and of the Council of 15 March 2017 on combating terrorism and replacing Council Framework Decision 2002/475/JHA and amending Council Decision 2005/671/JHA (as amended, replaced or re-enacted from time to time).
“FX Rate”: means, for calculating the EUR equivalent of an Eligible Non-EUR Currency for a day it is required (i) the Euro reference rate published for that day for that Eligible Non-EUR Currency by the European Central Bank on its website or, if such rate is not available where required, (ii) the foreign exchange rate for that Eligible Non-EUR Currency in respect of Euro, displayed for that day by the national central bank for   Ukraine as applicable, or, if such rate is not available where required or economically unreasonable at the relevant time as solely determined by the Bank, (iii) the relevant exchange rate or rates then prevailing on any financial market solely chosen by the Bank, for a day as solely determined by the Bank acting reasonably).
GAAP" means generally accepted accounting principles in Ukraine, including IFRS.
"Guide to Procurement" means the Guide to Procurement published on EIB’s website[footnoteRef:3] that informs the promoters of projects financed in whole or in part by the EIB of the arrangements to be made for procuring works, goods and services required for the Lozova Project. [3:  www.eib.org/en/publications/20240132-guide-to-procurement-for-projects-financed-by-the-eib Please note that the reference is to the version of the Guide to Procurement in force at the time when the relevant procurement process of a contract that is eligible for financing under this Agreement begins.] 

"IFRS": means international accounting standards within the meaning of IAS Regulation 1606/2002 to the extent applicable to the relevant financial statements.
"ILO": means the International Labour Organisation.
"ILO Standards": means any treaty, convention or covenant of the ILO signed and ratified by or otherwise applicable and binding on Ukraine, and the Core Labour Standards (as defined in the ILO Declaration on Fundamental Principles and Rights at Work).
"Implementation Period" has the meaning given to it in Article 2(1)."Money Laundering" means:

(a) the conversion or transfer of property, knowing that such property is derived from criminal activity or from an act of participation in such activity, for the purpose of concealing or disguising the illicit origin of the property or of assisting any person who is involved in the commission of such activity to evade the legal consequences of his action; 
(b) the concealment or disguise of the true nature, source, location, disposition, movement, rights with respect to, or ownership of property, knowing that such property is derived from criminal activity or from an act of participation in such activity; 
(c) the acquisition, possession or use of property, knowing, at the time of receipt, that such property was derived from criminal activity or from an act of participation in such activity; or
(d) participation in, association to commit, attempts to commit and aiding, abetting, facilitating and counselling the commission of any of the actions mentioned in the foregoing points.
"Prohibited Conduct" means any Financing of Terrorism, Money Laundering or Prohibited Practice.
[bookmark: _DV_C459]"Prohibited Practice" means any:
(a) Coercive Practice, meaning the impairing or harming, or threatening to impair or harm, directly or indirectly, any party or the property of a party to influence improperly the actions of a party;
(b) Collusive Practice, meaning an arrangement between two or more parties designed to achieve an improper purpose, including to influence improperly the actions of another party;
(c) Corrupt Practice, meaning the offering, giving, receiving or soliciting, directly or indirectly, of anything of value by a party to influence improperly the actions of another party;
(d) Fraudulent Practice, meaning any act or omission, including a misrepresentation, that knowingly or recklessly misleads, or attempts to mislead, a party in order to obtain a financial (including, for the avoidance of doubt, taxation related) or other benefit or to avoid an obligation; or
(e) Obstructive Practice, meaning in relation to an investigation into a Coercive, Collusive, Corrupt or Fraudulent Practice in connection with the Grant or the Lozova Project, (a) deliberately destroying, falsifying, altering or concealing of evidence material to the investigation; and/or threatening, harassing or intimidating any party to prevent it from disclosing its knowledge of matters relevant to the investigation or from pursuing the investigation, or (b) acts intending to materially impede the exercise of the contractual rights of audit or access to information;
(f) A theft which means the misappropriation of property belonging to another party;
(g) Tax Crime, meaning all offences, including tax crimes relating to direct taxes and indirect taxes and as defined in the national law of Ukraine, which are punishable by deprivation of liberty or a detention order for a maximum of more than one year;
(h) Misuse of EIB Group Resources and Assets, meaning any illegal activity committed in the use of the EIB Group's resources or assets (including the funds granted under this Agreement) knowingly or recklessly.
"Relevant Person": means with respect to the Beneficiary and the Final Beneficiary, which is:
(a) a sovereign counterparty, any ministries, other central executive government bodies central bank or other governmental sub-divisions, local government bodies, or any of their officials or representatives, or any other person acting for any of them, on its behalf or under its control, having the authority to manage and/or supervise the Grant or the Lozova Project;
(b) a public authority counterparty, any official or representative, or any other person acting for it, on its behalf or under its control, having the authority to manage and/or supervise the Grant or the Lozova Project;
(c) a municipality counterparty, its mayor, any other official or representative, or any other person acting for it, on its behalf or under its control, having the authority to manage and/or supervise the Grant or the Lozova Project; and
(d) a corporate counterparty any member of its management bodies, or any other person acting for it, on its behalf or under its control, having the power to give  directions and/or exercise control with respect to the Grant or the Lozova Project.
"Sanctioned Person": means any individual or entity (for the avoidance of doubt, the term entity includes, but is not limited to, any government, group or terrorist organisation) who is a designated target of, or who is otherwise a subject of, Sanctions (including, without limitation, as a result of being owned or otherwise controlled, directly or indirectly, by any individual or entity, who is a designated target of, or who is otherwise a subject of, Sanctions).
"Sanctions": means the economic or financial sanctions laws, regulations, trade embargoes or other restrictive measures (including, in particular, but not limited to, measures in relation to the financing of terrorism) enacted, administered, implemented or enforced from time to time by any of the following:
(a) the United Nations including, inter alia, the United Nations Security Council;
(b) the European Union including, inter alia, the Council of the European Union and the European Commission, and any other competent bodies/institutions or agencies of the European Union;  
(c) the government of the United States of America, and any department, division, agency, or office thereof, including, inter alia, the Office of Foreign Asset Control (OFAC) of the United States Department of the Treasury, the United States Department of State and/or the United States Department of Commerce; and
(d) the government of the United Kingdom, and any department, division, agency, office or authority including, inter alia, the Office of Financial Sanctions Implementation of His Majesty’s Treasury and the Department for International Trade of the United Kingdom.
“SEA Directive” means the Strategic Environmental Assessment Directive, Directive 2001/42/EC of the European Parliament and of the Council of 27 June 2001 as amended, supplemented and updated from time to time.

“Services”: means the services financed from the Grant in respect of the Lozova Project as further specified in Ошибка! Источник ссылки не найден..
“Social Law” means each of:
(a) [bookmark: _DV_C468]EU law, including principles and standards save for any derogation accepted by the Bank for the purpose of this Contract based on any agreement between Ukraine and the EU;
(b) Ukrainian laws and regulations; 
(c) international treaties and conventions signed and ratified by or otherwise applicable and binding on, Ukraine;
(d) any ILO Standards; 
in each case of which a principal objective is the protection or improvement of Social Matters; and
(e) any United Nations treaty, convention or covenant on human rights signed and ratified by or otherwise applicable and binding on the Ukraine.
[bookmark: _DV_C472]"Social Matters" means all, or any of, the following: 
(a) labour and working conditions; 
(b) occupational health and safety; 
(c) rights and interests of vulnerable groups;
(d) rights and interests of indigenous peoples;
(e) gender equality;
(f) public health, safety and security; 
(g) avoidance of forced evictions and alleviation of hardship arising from involuntary resettlement; and 
stakeholder engagement
“Supplies" means the supplies financed by the Grant in respect of the Lozova Project as further described in the Ошибка! Источник ссылки не найден..
“Works” means the works financed by the Grant in respect of the Lozova Project as further described in Ошибка! Источник ссылки не найден..
1(14)	In this Agreement,
(a) in the event that a different meaning is given to a capitalised term in a particular Annex, such definition will have the meaning given to it in that Annex solely for the purposes of that Annex.
(b) the headings used in this Agreement, and any references made to the said headings, are for convenience of reference only and will not be taken into consideration in the interpretation of this Agreement.
(c) except where the context requires otherwise, references to specific “Recitals”, “Articles”, “Schedules” and “Annexes”, and other divisions of this Agreement are, save if explicitly stipulated otherwise, references to such Recitals, Articles, Schedules and Annexes to, or divisions of this Agreement.
(d) [bookmark: _Ref184666044]references to any “law” or “laws” mean:
(i) any applicable law and any applicable treaty, constitution, statute, legislation, decree, normative act, rule, regulation, judgement, order, writ, injunction, determination, award or other legislative or administrative measure or judicial or arbitral decision in any jurisdiction which is binding or applicable case law; and
(ii) EU Law;
(e) references to "applicable law", "applicable laws" or "applicable jurisdiction" mean:
(i)	a law or jurisdiction applicable to the Beneficiary and the Final Beneficiary, its rights and/or obligations (in each case arising out of or in connection with this Agreement), its capacity and/or assets and/or the Project or the Action; and/or, as applicable 
(ii)	a law or jurisdiction (including in each case the Bank’s Statute) applicable to the Bank, its rights, obligations, capacity and/or assets;
(f) references to a provision of law or a treaty are references to that provision as amended or re-enacted;
(g) references to any other agreement or instrument are references to that other agreement or instrument as amended, novated, supplemented, extended or restated; 
(h) references to a public organisation will include its successors, and if a public organisation ceases to exist or ceases to perform its functions without a successor, references to such public organisation will be deemed to include a reference to any public organisation or any organisation or entity which has taken over either or both the functions and responsibilities of such public organisation;
(i) references containing terms such as "includes" and "including", whether or not used with the words "without limitation" or "but not limited to", will not be deemed limited by the specific enumeration of items but will, in all cases, be deemed to be without limitation and construed and interpreted to mean "includes without limitation" and "including without limitation";
(j) general words introduced or followed by the word “other” or “including” or “such as” or “in particular” will not be given a restrictive meaning because they are followed or preceded (as the case may be) by particular examples intended to fall within the meaning of the general words; 
(k) unless the context otherwise requires, wherever used herein the plural includes the singular, the singular includes the plural, and each gender include all other genders; and
(l) whenever a document is required to be “certified”, such requirement will mean that the relevant document is certified as a true and complete copy of an instrument in full force and effect, and un-amended as of the date of the relevant copy.

Article 2 - Implementation Period of this Agreement
2(1)	The implementation period of this Agreement (the "Implementation Period") will begin on the Date of Effectiveness.
2(2)	The Implementation Period of this Agreement will last until 31 March 2027 
(the "Completion Date”), unless otherwise notified by the Bank to the Beneficiary and the Final Beneficiary in writing. 
Article 3 - Amount of the Grant
3(1)	Subject to the Bank receiving from the E5P Fund the funds pursuant to the funding agreement between the Bank and the European Bank for Reconstruction and Development as fund manager of the E5P Fund dated 15 April 2025 (the "Funding Agreement"), the Bank undertakes to make available a grant to the Final Beneficiary in an amount of up to EUR 6,810,000 (six million eight hundred ten thousand euros) (the "Grant") under the terms of this Agreement. 
3(2)	The final amount of the Grant will be established as follows: 
(a)	the Grant amount may not exceed the maximum amount established by Article 3(1) even if the overall actual expenditure exceeds the estimated total cost of the Component 1 and the Component 2 of the Lozova Project as specified in Article 1(5); and 
(b)	if the total investment cost of the Component 1 and the Component 2 of the Lozova 
Project at its completion is less than the estimated total cost of the Component 1 and the Component 2 of the Lozova Project as specified in Article 1(5), the Grant shall be pro-rated to the actual total investment cost incurred.
Article 4 - Use of the Grant
4(1)	The Final Beneficiary shall use the Grant solely for the purpose of financing the eligible costs incurred for the Works, Supplies and/or Services in respect of the Component 1 and the Component 2 of the Lozova Project (as defined in Annex I) under its own responsibility in accordance with the terms and conditions of this Agreement and pursuant to all applicable rules and regulations. In so doing, the Final Beneficiary shall fulfil its obligations with the requisite care, efficiency, transparency and diligence, in line with the principle of sound financial management and with the best practices in the field comply with the principles of sound financial management, in particular value for money and cost-effectiveness. For the avoidance of doubt, the Grant shall not be used, directly or indirectly: (i) for financing of taxes, including custom duties or similar other fees or charges in the territory of Ukraine or elsewhere, arising out of, or in connection with, the implementation of the Component 1 and the Component 2 of the Lozova Project; and/or (ii) in a manner which has as purpose or effect to produce a profit for the Beneficiary and/or the Final Beneficiary and, for this purposes, profit means the surplus of the Grant amount disbursed to the Final Beneficiary over the eligible costs of the Works, Supplies and/or the Services.
[bookmark: _DV_M161]4(2)	The Parties hereby acknowledge and agree that the Grant amount before it is disbursed to the Final Beneficiary, will be credited by the E5P Fund to an account opened and maintained by the Bank in its books in Euro (the "Grant Account"). The Beneficiary and the Final Beneficiary acknowledge that the Bank is obliged to (i) transfer to the E5P Fund any interest accrued in the Grant Account pending the disbursement of a Grant (the "Interest Amount"), where positive (the "Positive Interest Amount"), or (ii) deduct from the Grant Account the absolute value of any negative Interest Amount (the "Negative Interest Amount"). Bank charges relating to transfers from and to the Grant Account shall be considered eligible costs covered by the Grant and deducted from the Grant Account.
4(3)	For the purposes of this Agreement, the EUR equivalent of final invoices denominated in the Eligible Non-EUR Currency shall be determined by applying the FX Rate for the date of each relevant invoice.
4(4)	The proceeds of the Grant shall not be used for payment to persons or entities or for any import of goods, if such payment or import is prohibited by a decision of the United Nations Security Council taken under Chapter VII of the Charter of the United Nations, by the European Union pursuant to Chapter 2 of Title V of the Treaty on European Union as well as Article 215 of the Treaty on the Functioning of the European Union or by any Sanctions. Persons or entities, or suppliers offering goods and services, covered by such prohibitions shall therefore not be eligible for the award of contracts financed with proceeds of the Grant.
Article 5 - Payment arrangements 
5(1)	Subject to the terms of this Agreement, the Bank shall transfer the Grant to an account of the Final Beneficiary maintained in its name at a financial institution acceptable to the Bank for the exclusive purpose of receiving the Grant fund (the "Disbursement Account" and each such financial institution shall be referred to as a “Servicing Bank”). The Disbursement Account shall be separated from any other assets of the Final Beneficiary and denominated in Euro. Payments from the Disbursement Account may only be made for the purpose of implementing the Lozova Project. 
To implement the Lozova Project, the Final Beneficiary may open accounts in any currency (together with the Disbursement Account, the "Project Bank Accounts") as the Final Beneficiary shall notify the Bank in writing. Each Project Bank Account shall be opened at either the Public Joint Stock Company "The State Export-Import Bank of Ukraine", the Public Joint Stock Company "State Savings Bank of Ukraine" or at any other bank to which the Bank has agreed in writing. Each Project Bank Account shall be an account of the Final Beneficiary created for the purposes of the Lozova Project and separated from any other assets of the Final Beneficiary. Funds available on the Disbursement Account may be transferred to any Project Bank Account. Payments from the Project Bank Accounts may only be made for the purpose of implementing the Lozova Project.       
If the Final Beneficiary has to make any payments in connection with the implementation of the Lozova Project in a currency other than euro, the Final Beneficiary may convert the amount at the commercial exchange rate of the relevant Servicing Bank only on the day of the payment. 
The Final Beneficiary hereby confirms that in accordance with the current policy of the National Bank of Ukraine, no interest amount, whether positive or negative, applies to the Project Bank Accounts. 
5(2) 	In respect of disbursement of each tranche of the Grant, the Final Beneficiary shall send to the Bank a request for disbursement, substantially in the form of Annex II, and confirmation of all elements and statements contained therein.
5(3)	Disbursements of the Grant are conditional upon the fulfilment of the conditions established under this Article 5(3).
(a) The disbursement of the first tranche of the Grant is conditional upon receipt by the Bank, in form and substance satisfactory to it, on or before the date falling [15 (fifteen)] Business Days before the date of the disbursement request for the first Tranche of the following documents or evidence:
(i) two original copies of this Agreement duly signed by the Parties;
(ii) evidence that the execution of this Agreement by the Beneficiary and the Final Beneficiary has been duly authorised and that the persons signing this Agreement on behalf of each such Party are duly authorised to do so, together with the specimen signature of each such persons;
(iii) evidence that the Beneficiary and the Final Beneficiary have issued or obtained all necessary Authorisations required in connection with the entry into force of this Agreement and the Lozova Project;
(iv) the Final Beneficiary has provided the Bank with supporting documentation, in a form and substance satisfactory to the Bank, substantiating that at least 80% (eighty percent)  of the requested disbursement will be effectively employed by the Final Beneficiary for the implementation of the Lovoza Project and the payment of the forecasted expenses and costs in accordance with Article 8 within 180 (one hundred and eighty)  days from the requested disbursement;
(v) a legal opinion in form and substance satisfactory to the Bank, issued by the legal counsels of the Beneficiary and the Final Beneficiary (in each case acceptable to the Bank) , respectively, confirming, among others, that:
(1) the execution of this Agreement by the Beneficiary and the Final Beneficiary (respectively) has been duly authorised and the person signing this Agreement on behalf of the Beneficiary and the Final Beneficiary is duly authorised to do so, together with appropriate evidence thereof;
(2) the Agreement constitutes a legal, valid and binding agreement of the Beneficiary and the Final Beneficiary, enforceable in accordance with its terms; 
(3) no consent, approval, order or authorisation of, or registration, declaration or filing with any governmental or public body or authority of Ukraine is required for the valid authorisation, execution or performance by the Beneficiary and the Final Beneficiary (respectively) of its obligations under this Agreement and for the enforcement of this Agreement, other than those listed in the opinion;
(4) the execution, delivery and performance by the Beneficiary and the Final Beneficiary of the Agreement shall not violate or be in breach of the laws of the Ukraine and shall not cause any material breach of any agreement or undertaking by which the Beneficiary or the Final Beneficiary is bound;
(5) the application of the laws of Luxembourg as the proper law of the Agreement and the submission by the Beneficiary and the Final Beneficiary to the arbitration under UNCITRAL Arbitration Rules; 
(6) that no exchange control restrictions are in place or consents are required in order to permit the receipt of all amounts to be disbursed hereunder on the Disbursement Account and to permit the repayment of the Grant and the payment of interest and any other amounts due under this Agreement, if applicable.
(vi) the Bank has received the entire Grant amount from the European Bank for Reconstruction and Development (the "EBRD") pursuant to the Funding Agreement, on or before the date falling at least 15 (fifteen) Business Days before the scheduled disbursement date under Article 5(3)(a);
(vii) if required by EIB Environmental and Social Standards, evidence that the environmental impact assessment (EIA)has been finalised and approved by any necessary and competent authority in Ukraine in connection with the Lozova Project ; 
(viii)  if required by  EIB Environmental and Social Standards, evidence in the Bank’s standard forms and satisfactory to the Bank of the opinion of the competent authority for nature conservation that no part of the proposed Lozova Project will have a significant negative impact on the site on which the Lozova Project will be carried out
(ix) evidence that the UMIP Project Implementation Unit (PIU) for Sub-Project implementation is fully functional, in line with the UMIP Project Procedures Manual (PPM) and supported by  technical assistance, to manage the implementation and monitoring of the Lozova Project; 
(x) an Environmental and Social Management Plan (ESMP) satisfactory to the Bank, including, but not limited to a waste management plan and a stakeholder engagement plan;
(xi) a confirmation by the Final Beneficiary that the Environmental and Social Management Plan (ESMP) for the construction phase is in line with Ukrainian law and international good practice in place, relevant obligations passed down to the contractors concerned, and compliance is monitored by the Final Beneficiary;
(xii) a procurement plan satisfactory to the Bank; and
(xiii) a confirmation of the final budget and funding sources of the Lozova Project, including for all supervisory works and any technical assistance; 
[bookmark: _Hlk204717256](b)	Disbursement of each tranche of the Grant subsequent to the first tranche is subject to the conditions that:
(i) the Bank has received, in form and substance satisfactory to it, on or before the date falling [15 (fifteen)] Business Days before the date of the disbursement request for the proposed Tranche, the documents, submitted by the Final Beneficiary evidencing that the Final Beneficiary paid from the Disbursement Account all eligible expenses which are required to be incurred under Article 5(3)(b)(ii) of this Agreement; and
(ii) [bookmark: _Ref504381707]receipt of documents, from the Final Beneficiary   evidencing, in a manner satisfactory to the Bank, (I) that the Final Beneficiary  has incurred eligible costs related to the Lozova Project according to Article 8 in an amount at least equal to the aggregate of (i) 70% (seventy per cent) of the amount of the immediately preceding payment; and (ii) 100% (one hundred per cent) of the amounts of all previous payments, if any, and (II) the foreign exchange rate that was applied as the commercial exchange rate of the relevant Servicing Bank, at the time of the conversion in Euro of each such expenses.
(c)	The disbursement of each tranche of the Grant (including the first and all subsequent tranches) is subject to the following conditions:
(i)	the Bank has received a disbursement request substantially in the form of Annex II from the Final Beneficiary on or before the date falling 15 (fifteen) Business Days before the scheduled payment date specified in such disbursement request accompanied by evidence of the authority of the person or persons authorised to sign it on behalf of the Final and the specimen signature of such person or persons;
(i)	that the Bank has received, in form and substance satisfactory to it, on or before the date falling [15 (fifteen)]  Business Days before the date of the disbursement request for the proposed Tranche, the following documents or evidence:
a. a copy of all Contracts executed by and between the Final Beneficiary and each Contractor;
b. evidence that all authorisations necessary to proceed with the implementation of the Lozova Project being financed by the tranche of the Grant sought in the request for disbursement have been received and that, to the satisfaction of the Bank, all necessary authority and powers to operate Lozova Project being received and all necessary authorisations in connection with this Agreement, have been received;
c. a copy of any other authorisation or other document, opinion or assurance which the Bank has notified the Beneficiary or the Final Beneficiary is necessary or desirable in connection with the entry into and performance of, and the transactions contemplated by, this Agreement or the validity and enforceability of the same; 
d. evidence signed by the authorised representatives of the Final Beneficiary that the Final Beneficiary  has incurred already, or will incur within 360 (three hundred fifty) days following the scheduled disbursement date of the relevant tranche of the Grant, eligible costs in an amount at least equal to the relevant tranche of the Grant to be disbursed, as indicated in the most recent progress report as defined in Article 9(1). Such evidence shall include, but not be limited to, a summary statement of project expenditures which includes as a minimum the information as regards invoices submitted by Contractors which is detailed in Article 8;
e. any additional information or documents related to the disbursement as it may deem necessary for establishing the eligibility of the amounts requested;
f. the receipt by the Bank, to its satisfaction, of a validation by the beneficiary of statements of expenditure and expenditure forecasts. A joint overview of Project Bank Accounts, past and forecast expenditures and drawdown forecasts shall be submitted, for the whole Lozova Project and split by Grant and the EIB Loan elements;
g. validation by the Ministry for Development of Communities and Territories of Ukraine of the statements of expenditure and expenditure forecasts. A joint overview of Project Bank Accounts, past and forecast expenditures and drawdown forecasts shall be submitted, for the whole Lozova Project and split by Grant and the EIB Loan elements; 
h. the receipt by the Bank, to its’ satisfaction, of a statement by the Final Beneficiary confirming that the Final Beneficiary has not obtained or does not intend to obtain funds out of the proceeds of any other grant, credit, loan or other sources to meet the same expenditures.
(ii)	that on the scheduled disbursement date of the requested tranche of the Grant:
a. the representations and warranties set out in Article 6(1) of this Agreement are correct in all respects;
b. no event or circumstance which constitutes or would, with the passage of time or giving of notice, or the making of any determination under this Agreement (or any combination of the foregoing), constitute an event of termination under Article 15, has occurred and is continuing unremedied or unwaived; 
c. no event or circumstance which constitutes or would with the passage of time or the giving of notice or the making of any determination under the Finance Contract (or any combination of the foregoing) constitute an Event of Default or a Prepayment Event under the Finance Contract has occurred and is continuing unremedied or unwaived or would result from the disbursement of the proposed tranche of the Grant;
d. that the Framework Agreement is valid, binding and enforceable and that no events or circumstances have occurred which could, in the opinion of the Bank, adversely affect the legal, valid, binding and enforceable nature of the Framework Agreement in Ukraine and that that the Borrower remains entitled to continue drawing or maintaining loans under the Finance Contract;
For the purpose of this Agreement, "Business Day" means a day (other than a Saturday or Sunday) on which the Bank and the commercial banks are open for general business in Luxembourg. 
5(4)	Disbursements of the Grant will be made as follows:
(a) Subject to the fulfilment of the conditions specified in Article 5(3), the Bank shall transfer to the Disbursement Account specified in Article 5(1) the amount specified in the relevant disbursement request within 15 (fifteen) days from receipt of such request; and
(b) The final deadline for the last payment from the Grant shall be the Completion Date. 
5(4)	In relation to the foregoing, the Final Beneficiary shall ensure that the invoices submitted by the Contractors for payments under the Contracts include, as a minimum, the following information:
(a) the name and address of the Contractor;
(b) the title and any unique identification code of the Contract;
(c) the amount requested for payment, quoting separately the amount corresponding to any taxes, customs and duties that may be payable; and
(d) an identification of the services delivered that are covered by the payment requested or a clear identification of the payment requested as an advance payment, as applicable.
5(5)	For any disbursement, including the first tranche, the Bank reserves the right to request any additional information or documents related to the payment as it may deem necessary for establishing the eligibility of the amounts requested. For the avoidance of doubt, the request for disbursement shall not be admissible if one or more of the essential requirements, as defined in this Article 5, are not met including regarding approval by Authorized person.
5(6)	Without prejudice to its right to terminate this Agreement pursuant to Article 15, the Bank may suspend or cancel the disbursement of the Grant if: (a) the Beneficiary or the Final Beneficiary  fails to perform any of its obligations under this Agreement; or (b) the Borrower (as defined in the Finance Contract) fails to perform any of its obligations under the Finance Contract and in either case such failure has continued for a period of 15 (fifteen) days after written notice thereof has been given to the Beneficiary and/or the Final Beneficiary by the Bank.

Article 6 - Warranties and Undertakings 
[bookmark: _DV_C465]6 (1)	The Beneficiary and the Final Beneficiary represent and warrant to the Bank that:
(a) it has the power to execute, deliver and perform its obligations under this Agreement and all necessary actions have been taken to authorise the execution, delivery and performance of this Agreement by it;
(b) this Agreement constitutes its legally valid, binding and enforceable obligations;
(c) the execution and delivery of, the performance of its obligations under and compliance with the provisions of this Agreement do not and will not contravene or conflict with:
(a) any applicable law, statute, rule or regulation, or any judgement, decree or permit to which it is subject;
(b) any agreement or other instrument binding upon it which might reasonably be expected to have a material adverse effect on its ability to perform its obligations under this Agreement; or
(c) any provision of its constitutional documents;
(d) no event or circumstance which constitutes an event of termination under Article 15 has occurred and is continuing unremedied or unwaived;
(e) it has obtained all necessary authorisations in connection with this Agreement and in order to lawfully comply with its obligations hereunder, and the Lozova Project and all such authorisations are in full force and effect and admissible in evidence; 
(f) it is in compliance with Article 6.7(e) and to the best of its knowledge and belief (having made due and careful enquiry) no Environmental or Social Claim has been commenced or is threatened against it or any relevant affiliate in relation to the Project;
(g) to the best of its knowledge, no funds invested in the Lozova Project by the Beneficiary or the Final Beneficiary are of illicit origin, including the products of Money Laundering or linked to the Financing of Terrorism;
(h) neither the Beneficiary, the Final Beneficiary, any Relevant Person, the Contractors, nor any other person acting on its or their behalf or under its or their control has committed: 
(i) any Prohibited Conduct in connection with the Lozova Project or any transaction contemplated by the Agreement; or 
(ii) 	any illegal activity related to the Financing of Terrorism or Money Laundering;
(i) the Lozova Project (including without limitation, the negotiation, award and performance of contracts financed or to be financed by the Grant) has not involved or given rise to any Prohibited Conduct;
(j) none of the Beneficiary or the Final Beneficiary and/or any Relevant Person:
(ii) is a Sanctioned Person; or
(iii) is in breach of any Sanctions that apply to any of it or any Relevant Person (respectively).
It is acknowledged and agreed that the representations set out in this paragraph (g) are only sought by and given to the Bank to the extent that to do so would be permissible pursuant to any applicable anti-boycott rule of the EU such as Regulation (EC) 2271/96.  
The representations and warranties set out above shall survive the execution of this Agreement and are deemed repeated on the date of each disbursement request made by the Beneficiary and the Final Beneficiary and on the date of each payment of the Grant by the Bank.
6(2)	The Beneficiary and the Final Beneficiary shall:
(a) [bookmark: _Toc298139686][bookmark: _DV_C939]ensure that they have kept and will continue to keep proper books and records of account, in which full and correct entries shall be made of all financial transactions and the assets and business of the Beneficiary and the Final Beneficiary including expenditures in connection with the Lozova Project, in accordance with GAAP as in effect from time to time; and
(b) [bookmark: _DV_C941]keep records of contracts financed with the proceeds of the Grant including a copy of the contract itself and material documents relating to the procurement for at least 6 years from substantial performance of the contract.
6(3)	The Beneficiary and the Final Beneficiary shall deliver to the Bank such information, evidence or document concerning the compliance with the customer due diligence (CDD) and/or know your customer (KYC) requirements or similar identification and verification procedures relating to the Beneficiary or the Final Beneficiary, when requested and within a reasonable time.
6(4)	The Beneficiary and the Final Beneficiary shall inform the Bank immediately of:
(a) any material alteration to any laws, statues, by-laws, memoranda and articles of association, as relevant, with bearing on the Lozova Project after the date of this Agreement;
(b) any fact which obliges it to prepay any financial indebtedness or any EU funding; 
(c) any such information or further document concerning the financing, procurement, implementation, operation and matters relating to Environment or Social Matters of or for the Lozova Project, as the Bank may reasonably require within a reasonable time;
(d) any action or protest initiated or any objection raised by any third party or any genuine complaint received by the Beneficiary or the Final Beneficiary which is material with regard to environmental, social or other matters affecting the Project;
(e) any Environmental or Social Claim that is to its knowledge commenced, pending or threatened against it; 
(f) any fact or event known to the Beneficiary or the Final Beneficiary, which may substantially prejudice or affect the conditions of execution or operation of the Lozova Project; 
(g) any incident or accident relating to the Project which has or is likely to have a significant adverse effect on the Environment or on Social Matters
(h) any non-compliance by any of it with any Environmental and Social Standards; 
(i) any suspension, revocation or material modification of any Environmental or Social Approval;
(j) any fact or event that is reasonably likely to prevent the fulfilment of any obligation of the Beneficiary or the Final Beneficiary under this Agreement;
(k) any genuine allegation or complaint or information with regard to any Prohibited Conduct or any Sanction related to the Grant and/or the Lozova Project;
(l) any claim, action, proceeding, formal notice or investigation relating to any Sanctions concerning the Beneficiary, the Final Beneficiary or any Relevant Person;
(m) any Change in the Beneficial Ownership of the Beneficiary or the Final Beneficiary;
(n) unless prohibited by law, any material litigation, arbitration, administrative proceedings or investigation carried out by a court, administration or similar public authority, which, to the best of its knowledge and belief (or to the best knowledge and belief of any Contractor that informs the Beneficiary and/or the Final Beneficiary to that effect), is current, imminent or pending against the Beneficiary, the Final Beneficiary or Contractor, or their controlling entities or members of their management or administrative bodies in connection with Prohibited Conduct related to the Grant or the Lozova Project;
(o) should any of it become aware of any fact or information confirming or reasonably suggesting that (a) any Prohibited Conduct has occurred in connection with the Lozova Project, or (b) any of the funds invested in the Lozova Project was derived from an illicit origin; and
(p) any measure taken by the Beneficiary, the Final Beneficiary or any Contractor pursuant to Article 13 (2) of this Agreement (Integrity Commitment).
6(5)	The Beneficiary undertakes to:
[bookmark: _DV_C1072](a)	keep true copies of contracts financed with the proceeds of the Grant and evidence of expenditures relating to disbursements;
(b)	take such action as the Bank shall reasonably request to investigate and/or terminate any alleged or suspected act of the nature described in Article 6; 
(c)	inform the Bank of the measures taken to seek damages from the persons responsible for any loss resulting from any such act; and
(d)	facilitate any investigation that the Bank may make concerning any such act.
 	The Beneficiary shall bear all expenses incurred by the Bank in connection with this 
Article 6(5).
[bookmark: _DV_M169][bookmark: _DV_M170]6(6)	Ownership, title and industrial and intellectual property rights in the results of the implementation of the Lozova Project and the reports and other documents relating to it shall be vested solely in the Beneficiary, or jointly with third parties, or as may otherwise be agreed between the Bank and the Beneficiary. The Beneficiary shall ensure that the Bank, the EBRD and the Contributors to the E5P Fund (as defined in the Rules of the E5P Fund) are granted the right to use free of charge and as it sees fit all reports and documents prepared in relation to the implementation of the Lozova Project, whatever their form, provided it does not thereby breach existing intellectual property rights.
[bookmark: _DV_M168]6(7)	To the extent the assets, equipment and other goods financed by the Grant are not already owned by the Beneficiary on the Completion Date or upon termination of this Agreement, whichever occurs earlier, the Beneficiary shall ensure that the ownership of the assets,  equipment and other goods furnished or financed from the proceeds of the Grant for the implementation of the Lozova Project shall be transferred to the Beneficiary. The Final Report shall provide the details of this transfer.
6(8) The Beneficiary and the Final Beneficiary shall:
(a) Compliance with laws: comply in all respects with all laws to which it or the Lozova Project is subject, if failure so to comply would materially impair the ability of the Beneficiary and the Final Beneficiary to perform its obligations under this Agreement.
(b) Completion of the Project: carry out the Lozova Project in accordance with the [Annex 1] as may be modified from time to time with the approval of the Bank, and complete it by the final date specified therein.
(c) [bookmark: _Toc500779073][bookmark: _Toc2758662][bookmark: _Toc160206870]Increased cost of Project: If the total cost of the Lozova Project exceeds the estimated figure set out in recital 1(3) above, the Beneficiary and the Final Beneficiary shall obtain the finance to fund the excess cost without recourse to the Bank, so as to enable the Lozova Project to be completed in accordance with the Annex 1. The plans for funding the excess cost shall be communicated to the Bank without delay.
(d) Maintenance: maintain, repair, overhaul and renew all property forming part of the Lozova Project as required to keep it in good working order;
(e) [bookmark: _Toc212958523][bookmark: _Toc212957558][bookmark: _Toc212957863][bookmark: _Toc212958051][bookmark: _Toc212958145](b)	Project assets: unless the Bank has given its prior written consent, retain title to and possession of all or substantially all the assets comprising the Lozova Project or, as appropriate, replace and renew such assets and maintain the Lozova Project in substantially continuous operation in accordance with its original purpose; provided that the Bank may withhold its consent only where the proposed action would prejudice the Bank's interests as lender to the Borrower or would render a Sub-Project ineligible for financing by the Bank under its Statute or under Article 309 of the Treaty on the Functioning of the European Union;
(f) [bookmark: _Toc212958524][bookmark: _Ref78273188][bookmark: _Toc212957559][bookmark: _Toc212957864][bookmark: _Toc212958052][bookmark: _Toc212958146]Insurance: insure all works and property forming part of the Lozova Project in accordance with Ukrainian industry practice for similar works of public interest; 
(g) [bookmark: _Toc212958525][bookmark: _Toc212957560][bookmark: _Toc212957865][bookmark: _Toc212958053][bookmark: _Toc212958147]Rights and Permits: maintain in force all rights of way or use and all Authorisations necessary for the execution and operation of the Lozova Project; and
(h) [bookmark: _Toc212958526][bookmark: _Toc212957561][bookmark: _Toc212957866][bookmark: _Toc212958054][bookmark: _Toc212958148][bookmark: _Ref77993142]Environment and Social Standards:
(i)	implement and operate the Lozova Project in compliance with Environmental and Social Standards, and procure that the contracts, which it signs with Contractors, will contain provisions that require contractors to comply with ILO standards as well as with occupational health and safety standards;
(ii)	actively monitor for its own construction sites the respect by its Contractors of the provisions mentioned in Article 6.8(e)(i) above; 
(iii)	if required by the EIB obtain, maintain and comply with requisite Environmental or Social Approvals for the Lozova Project. 
(iv)	comply with any such Environmental or Social Approvals;
(v)	not use the Grant that require an Environmental and Social Impact Assessment Study according to national or EU legislation without/prior to such study being finalised and approved by the competent authority;
(vi)	not use the Grant for the Lozova Project to the extent it has a potential to affect a site of nature conservation importance that is protected under national legislation or international agreements, until the time the competent authority confirms that the component does not have a significant negative impact on the site;
(i) (vii)	if required by Environmental and Social Standards, undertake a strategic environmental assessment for the Lozova Project in accordance with the requirements of the SEA Directive;EU law: execute and operate the Lozova Project in accordance with the relevant laws of Ukraine and the relevant standards of EU law save for any general derogation made by the European Union
Article 7 - Procurement of goods, works and services 
7(1)	The Beneficiary and the Final Beneficiary undertake to purchase equipment, secure services and order works for the Lozova Project by acceptable procurement procedures, complying, to the Bank's satisfaction, with its policy as described in its Guide to Procurement (as published on the Bank’s website). 
7(2)	The Beneficiary and the Final Beneficiary shall:
permit independent observers to visit its premises during all stages of tendering of the Lozova Project; and
grant the right of the Bank in connection with the tendering of Lozova Project to: (i) review the evaluation reports prior to their approval by the relevant evaluation committees; and (ii) prescribe the venue of the tender evaluations and the manner of the receipt and storage of the bids; and
ensure that all contracts under the Lozova Project provide for: (i) the requirement that the relevant contractor promptly informs the Bank and the Borrower of a genuine allegation, complaint or information with regard to Prohibited Conduct related to the Lozova Project; (ii) the requirement that the relevant contractor keeps books and records of all financial transactions and expenditures in connection with the Lozova Project; and (iii) the Bank’s right, in relation to an alleged Prohibited Conduct, to review the books and records of the relevant contractor in relation to the Lozova Project and to take copies of documents to the extent permitted by law.

7(3)	The Beneficiary and the Final Beneficiary shall adopt reasonable measures to ensure any potential tenderer or any other third party that may be engaged in the implementation of the Lozova Project shall be excluded from the participation in a procurement or award procedure financed by the Grant, if:
(a)	it is bankrupt or being wound up, is having their affairs administered in accordance with national law, has entered into an arrangement with creditors, has suspended business activities, are the subject of proceedings concerning those matters, or is in any analogous situation arising from a similar procedure provided for in national legislation or regulations;
(b)	it has been found guilty of an offence concerning their conduct in connection with their work or for Prohibited Conduct;
(c)	it is guilty of misrepresentation in supplying the information required as a condition of participation in the procedure or fail to supply this information
(d)	it is subject to a conflict of interest, as defined in Article 12(2); or
(e)	otherwise required by the Bank’s Guide to Procurement or if its excluded or otherwise ineligible under the Bank’s Guide to Procurement.
7(4)	The Beneficiary and the Final Beneficiary shall ensure that the proceeds of the Grant will be used solely for the purposes of payment of any eligible costs as defined in Article 8 below, necessary to implement the Lozova Project, including any Negative Interest Amount. For the avoidance of doubt, only such equipment purchased, services secured and works ordered to implement the Lozova Project shall be eligible for the financing from the Grant, which are procured in accordance with the Bank’s Guide to Procurement and terms of this Agreement.
7(5)	If the Beneficiary or the Final Beneficiary fails to comply with the above provisions, the relevant costs shall not be eligible for funding under this Agreement.
Article 8 - Eligible costs
8(1)	To be considered as eligible costs for Grant payment under this Agreement, any cost must:
(a)	relate to the Works, Supplies and/or Services awarded to a Contractor in accordance with the terms of this Agreement and actually provided by a Contractor in accordance with the terms of the relevant Contract and necessary for the implementation of the Lozova Project;
(b)	have actually been incurred between the date of signature of the Funding Agreement and the end of the Implementation Period. For the purposes of this Agreement, a cost shall be considered as “incurred” by the Final Beneficiary when the Works, Supplies and/or Services, or part thereof, to which it corresponds are implemented by a Contractor during the Implementation Period and accepted by the Final Beneficiary and considered eligible by the Bank, after approval of relevant operational and financial reports submitted to the Bank by the Final Beneficiary on the implementation of the Works, Supplies and/or Services financed by the Grant.
(c)	comply with the requirements of applicable tax and social legislation;
(d)	comply with the principle of sound financial management, in particular regarding value for money and cost-effectiveness and be included in the estimated budget for the Lozova Project agreed between the Parties; and
(e)	be identifiable and verifiable, and in particular be recorded in the accounting records of the Beneficiary and/or the Final Beneficiary as applicable and be determined according to the applicable accounting standards of Ukraine and to the usual cost accounting practices of the Beneficiary and the Final Beneficiary.
8(2)	The following costs shall not be considered eligible:
(a) debts and provisions for possible future losses or debts;
(b) maintenance and other operating costs; 
(c) interests owed by the Final Beneficiary to any third party (except for, the avoidance of doubt, any Negative Interest Amount) and interest during construction;
(d) items already financed from other sources;
(e) acquisition of land or building;
(f) currency exchange losses; or
(g) VAT and other taxes, duties (including custom duties), similar other fees and charges charged to the Bank, and/or the Final Beneficiary or otherwise, in the territory of Ukraine or elsewhere (unless the relevant party is not able to reclaim them);
(h) acquisition of second-hand assets; 
(i) purchase of licences for the use of non-generated public resources (e.g.  telecom licences), patents, brands and trademarks; and
(j) pure financial transactions.
8(3)	Contributions in kind made by the Bank may neither be considered as co-financing nor as eligible costs. 
8(4)	Subject to the above, the following direct costs may in particular be eligible:
(a) purchase costs for equipment (new or used) which are attributable to the 
Lozova Project;
(b) purchase costs for goods and services (transport, storage and distributing, rent of equipment, etc.) which are directly attributable to the Lozova Project;
(c) costs directly arising out of, or related to, accepting or distributing contributions in kind;
(d) costs of consumables and supplies directly attributable to the Lozova Project;
(e) expenditure on contracting directly attributable to the Lozova Project;
(f) costs derived directly from the requirements of this Agreement (dissemination of information, evaluation specific to the Lozova Project, specific reporting for the needs of EBRD or the European Commission, translation, reproduction, insurance, targeted training for those involved in the Lozova Project, etc.) including financial service costs (in particular bank fees for transfers).
Article 9 – Reporting 
9(1)	The Final Beneficiary shall provide the Bank with evidence of payment of the invoices, in the form of the "Justification of expenses of Grant" (Annex III), with a prior approval of the Beneficiary semi-annually, on 31 March and 30 September each year, starting from the date of signature of this Agreement.
9(2)	The Final Beneficiary shall inform the Bank and the Beneficiary in writing without delay of any circumstances likely to hamper or delay the implementation of the Lozova Project and the PIU shall keep the Bank, and the Beneficiary informed in writing, on a regular basis, and at least semi-annually, of the progress on the implementation of the Lozova Project.
9(3)	The  Final Beneficiary shall submit to the Bank and the Beneficiary by 14 February  of each year, starting from the Date of Effectiveness, an annual implementation report in writing on the implementation of the Lozova Project, in the form of the template provided in Annex IV of this Agreement and including audited financial statements of the Project Bank Accounts , covering the previous calendar year. 
9(4)	Within five (5) months of the Completion Date, the Final Beneficiary shall submit to the Bank and the Beneficiary a final report on the implementation of the Lozova Project and the utilisation of the Grant (the "Final Report"). The Final Report shall be prepared in the form and substance as set out in Annex IV of this Agreement and shall cover the period from the date of signature of the Funding Agreement until the end of the Implementation Period. 
9(5)	The Final Beneficiary shall submit to the Bank and the Beneficiary
	(1) 	following the disbursement of the first Tranche of the Grant -semi-annually the unaudited financial statements of the Project Bank Accounts not later than (i) 15 July of each year, for the period between 1 January and 30 June; and (ii) 25 January of each year, for the period between 1 July and 31 December; 
	(2) 	the final audited financial statements of the Project Bank Accounts within 
two (2) months of the Completion Date, covering the period from the end of the year covered by the latest annual audited financial statements of the Project Bank Accounts until the Completion Date; and
	(3)	customer due diligence matters of, or for, the Beneficiary and the Final Beneficiary, to comply with "know your customer" (KYC) or similar identification procedures, as the Bank may deem necessary or may reasonably require to be provided within a reasonable time
	The financial statements of the Project Bank Accounts shall be approved by the Beneficiary and shall contain the information as set out in the financial statement template provided in Annex V to this Agreement. For the avoidance of doubt, external cost related to the audit will be paid by the Beneficiary out of the proceeds of the Grant, and will be considered as eligible costs under the Grant.
[bookmark: _DV_C122]9(6)	In addition to the above mentioned reports, the Bank may, at any time, request, in writing, additional information from the Beneficiary and the Final Beneficiary related to the implementation of the Lozova Project (such as, but not limited to, information related to progress and situation reports, publications, press releases, etc.). The Beneficiary and the Final Beneficiary shall provide the updated information in accordance with the Bank’s request, without undue delay and in any event no later than one (1) week from such request. 
[bookmark: _DV_C126]9(7)	The Beneficiary and the Final Beneficiary acknowledge that the Bank has the right to provide EBRD all information contained in the reports or provided as additional information in connection with this Agreement, the Beneficiary, the Final Beneficiary the Contractors or otherwise related to the implementation of the Lozova Project (such as, but not limited to, information related to progress and situation reports, publications, press releases, etc.). The Beneficiary and the Final Beneficiary shall make all reasonable efforts to ensure that any confidentiality undertakings assumed by it towards third parties expressly reserve the right for the Beneficiary and the Final Beneficiary to provide information to the Bank and EBRD under this Agreement. In the event that the Beneficiary cannot provide the information requested by the Bank due to confidentiality undertakings, notwithstanding efforts made to obtain the necessary permissions to provide such information, then the Beneficiary and the Final Beneficiary shall promptly inform the Bank shall consult with a view to finding a solution.
Article 10 – Visits, Right of Access and Investigation
10(1)	The Beneficiary and the Final Beneficiary shall allow the Bank, and when required by the relevant mandatory provisions of EU law, the European Court of Auditors, the European Commission, the European Anti-Fraud Office and the European Public Prosecutor’s Office, as well as persons designated by the foregoing or by EBRD or the Contributors to the E5P Fund (each a "Relevant Party") to: 
(i)	visit the sites, installations and works comprising the Lozova Project and to conduct such (including on the spot) checks and evaluation missions as they may wish for purposes connected with this Agreement and the financing of the Lozova Project,
(ii)	interview representatives of the Beneficiary and/or the Final Beneficiary and not obstruct contacts with any other person involved in or affected by the Lozova Project; and
(iii)	review the Beneficiary’s and/or the Final Beneficiary’s books and records in relation to the execution of the Lozova Project and to be able to take copies of related documents to the extent permitted by the law.
10(2) The Beneficiary and the Final Beneficiary shall facilitate, and shall cause the Contractors to facilitate, any investigation by the Bank and by any Relevant Party in connection with any alleged or suspected occurrence of a Prohibited Conduct and shall provide the Bank and any Relevant Party, or ensure that the Bank and any Relevant Party is provided, with all necessary assistance for the purposes described in this Article.
10(3)	The Beneficiary and the Final Beneficiary acknowledge that:
(i) the Bank may be obliged to communicate information and materials relating to the Beneficiary, the Final Beneficiary, the Grant and the Lozova Project to any institution or body of the European Union, including the European Court of Auditors, the European Commission, any relevant EU Delegation, the European Anti-Fraud Office and the European Public Prosecutor’s Office, as may be necessary for the performance of their tasks in accordance with EU Law, or to the Contributors to the E5P Fund, as are necessary for the performance of their task; and
(ii) the EBRD and the Bank shall not in any way be liable for any cost, damage or loss of the Beneficiary, direct or indirect, arising as result of or in connection with checks and evaluations carried out by Contributors to the E5P Fund.
Article 11 - Repayment of the Grant
11(1)	Where the Component 1 and the Component 2 of the Lozova Project is suspended, not carried out, or not carried out properly in the opinion of the Bank and without prejudice to its right to terminate this Agreement pursuant to Article 15, the Bank may demand repayment of the total amount of the Grant or reduce the Grant pro-rata to the actual implementation of the Component 1 and the Component 2 of the Lozova Project. 
11(2)	If the Lozova Project is not completed within the Implementation Period, any funds that remain unexpended will be repaid to the Bank.
11(3)	If the Grant is not used in compliance with (i) the procedures and the terms described herein and (ii) the Lozova Project specifications set out under Annex I, the Bank will be entitled to recover from the Beneficiary the proportion of Grant on the value of the funds wrongly paid or incorrectly used in the Lozova Project.
11(4)	Any unused, recovered or returned Grant amounts shall be returned by the Beneficiary to the Bank within 30 days of the Beneficiary obtaining knowledge of such unused, recovered or returned amounts, but at the latest within 30 days of the end of the Implementation Period. The Beneficiary shall return any such Grant amounts under this Article.
11(5) Any Grant amount repaid, reimbursed, returned to the Bank by, or recovered by the Bank from the Beneficiary, shall be an amount in euro equal to the corresponding amount, in euro that was transferred by the Bank to the Beneficiary. For the avoidance of doubt, any loss of value of any such Grant amount in euro shall not be borne by the Bank, but shall be borne exclusively by the Beneficiary. 
Article 12 – Conflict of interests
12(1)	The Beneficiary and the Final Beneficiary undertake to take all necessary precautions to prevent, mitigate or end any conflict of interests arising out of or in connection with this Agreement and the Action. There is a conflict of interest where the impartial and objective exercise of the functions of any person implementing this Agreement is compromised (i) for reasons involving family, emotional life, political or national affinity, economic interest or any other shared interest with another third party or (ii) by virtue of that person’s duties and tasks as a member of staff towards his employer.
12(2)	The Bank reserves the right to verify that any measures put in place by the Beneficiary and/or the Final Beneficiary (as applicable) to prevent, mitigate or end conflicts of interests are adequate, and may require additional measures to be taken if necessary.
12(3)	The Final Beneficiary will include in each Contract provisions requiring the Contractor to comply with any obligations or additional measure specified in this Ошибка! Источник ссылки не найден., as necessary.
Article 13 - Visibility and Transparency, Integrity Commitment.
13 (1)	The Beneficiary and the Final Beneficiary shall incorporate in all their promotional material related to the activities falling within the scope of the Lozova Project a reference to the fact that they are supported by the Bank with, if appropriate, the Bank’s logo and by the E5P Fund, making express reference to the individual Contributors to the E5P Fund, in line with the requirements of the E5P Fund. 
Specific reports on the implementation of the Lozova Project prepared by consultants and/or the Beneficiary must carry the following acknowledgment: "This document has been produced with the financial assistance of the Eastern Europe Energy Efficiency and Environment Partnership (E5P) Regional Fund. The views expressed herein are those of (name of author) and can therefore in no way be taken to reflect the official opinion of the Contributors to the Fund or the EBRD."
13 (2) Integrity Commitment
(a)	Prohibited Conduct:
(i)	The Beneficiary and the Final Beneficiary shall not (and shall ensure that the Contractors will not) engage in (or authorise or permit any affiliate or any other person acting on its behalf to engage in) any Prohibited Conduct in connection with the Lozova Project, any tendering procedure for the Lozova Project, or any transaction contemplated by the Agreement or the Lozova Project documents. 
(ii)	The Beneficiary and the Final Beneficiary undertake (and shall ensure that all Contractors will undertake) to take such action as the Bank shall reasonably request to investigate or terminate any alleged or suspected occurrence of any Prohibited Conduct in connection with the Lozova Project.
(iii)	The Beneficiary and the Final Beneficiary shall ensure (and shall procure that all Contractors will undertake to ensure) that contracts entered into by any of it and financed with the proceeds of the Grant include the necessary provisions to enable the Beneficiary and/or the Final Beneficiary (as applicable) to investigate or terminate any alleged or suspected occurrence of any Prohibited Conduct in connection with the Lozova Project.
[bookmark: _DV_C165][bookmark: _DV_M199][bookmark: _DV_C166][bookmark: _DV_M200](iv)	The Beneficiary and the Final Beneficiary shall take actions to suspend and stop payments of Grant resources to the Contractors which have been involved in Prohibited Conduct or illegal activities in connection with the implementation of the Lozova Project and take all reasonable measures to recover Grant funds unduly paid.
(b)	Sanctions:
	The Beneficiary and the Final Beneficiary shall not, directly or indirectly: 
(i)	enter into a business relationship with, and/or make any funds and/or economic resources available to, or for the benefit of, any Sanctioned Person in connection with the Grant and/or the Lozova Project; 
(ii)	use all or any part of the proceeds of this Grant or lend, contribute or otherwise make available such proceeds to any person, in any manner that would result in a breach by itself and/or by the Bank of any Sanctions;
(iii)	fund all or part of any payment under this Agreement out of proceeds derived from activities or businesses with a Sanctioned Person, a person in breach of the Sanctions or in any manner that would result in a breach by itself and/or by the Bank of any Sanctions. It is acknowledged and agreed that the undertakings set out in this Article 13.2(b)(iii) are only sought by and given to the Bank to the extent that to do so would be permissible pursuant to any applicable anti-boycott rule of the EU such as Regulation (EC) 2271/96.
(c)	Relevant Persons:
The Beneficiary and the Final Beneficiary undertake to take within a reasonable timeframe appropriate measures in respect of any Relevant Person who is the subject of a final and irrevocable court ruling in connection with Prohibited Conduct perpetrated in the course of the exercise of their professional duties, in order to ensure that such Relevant Person is excluded from any of the Beneficiary's and/or the Final Beneficiary's activities in relation to this Agreement, the Grant, the and/or the Lozova Project.
(d) 	The Beneficiary and the Final Beneficiary shall ensure that all Contracts include the necessary provisions to enable Beneficiary, the Bank, the European Anti-Fraud Office (OLAF), the European Commission or any person authorised by the preceding to investigate or terminate any alleged or suspected occurrence of any Prohibited Conduct in connection with the Lozova Project, this Agreement or the Grant.
(e) 	Any failure of the Beneficiary or the Final Beneficiary to comply with these obligations may entitle the Bank to terminate this Agreement, in accordance with Article 15.
Article 14 - Suspension of this Agreement 
[bookmark: _Ref184665821]14.1	The Bank may suspend the implementation of this Agreement and suspend the disbursement of any undisbursed portion of the Grant (including within the 15 calendar day time limit for payments specified in Ошибка! Источник ссылки не найден.by notifying the Beneficiary and/or the Final Beneficiary if: 
(a) systemic errors are detected which call into question the reliability of the internal control systems of the Beneficiary and/or the Final Beneficiary or the legality and regularity of the underlying transactions;
(b) it deems necessary that it needs to conduct further checks, including on-the-spot checks, to make sure that (i) the expenditure declared is eligible, (ii) there is no deficiency in the functioning of the internal control systems of the Beneficiary and/or the Final Beneficiary, (iii) the expenditure declared by the Beneficiary and/or the Final Beneficiary is not linked to a serious irregularity, (iv) any identified irregularity or deficiency has been corrected after the Bank’s notice to comply;
(c) it is necessary to verify whether suspected or alleged substantial errors, irregularities or fraud have occurred in the award or implementation of any Contract and/or implementation of the Contracts or the Lozova Project; or
(d) the suspension is necessary to prevent significant damage to the financial interests of the Bank or the Fund or the Union;
(e) any of the circumstances, events or occurrences specified in Article 15 occurs (or would occur with the passage of time or the giving of notice, or the making of any determination under this Agreement) and is unremedied or unwaived; 
(f) the Agreement is terminated pursuant to Article 15 of this Agreement; 
(g) the Bank is requested to recover part or all amounts already disbursed to the Beneficiary pursuant to the Fund Agreement; 
(h) the Bank, in its sole discretion, considers the award of the Contract(s) and/or implementation of the Contract(s) or the Lozova Project has been affected by substantial errors, irregularities or fraud;  
(i) the Beneficiary or the Final Beneficiary breaches any obligation or representation or warranty under this Agreement; 
(j) in the Bank's sole discretion, it becomes unlawful in any applicable jurisdiction, or it becomes or is likely to become contrary to any Sanctions, for the Bank to perform any of its obligations as contemplated in this Agreement or to fund or maintain the Grant; 
(k) a Prepayment Event or an Event of Default (as these terms are defined in the Finance Contract) or any other event set out in Article [1.6.B] of the Finance Contract has occurred or is pending;
(l) the Bank receives from Contributors a suspension notice which affects the Agreement.
14(2)	Such suspension shall take effect on the date when the notification is sent by the Bank to the Beneficiary. Without prejudice to Article 15, the suspension shall end on the date on which the Bank informs the Beneficiary and the Final Beneficiary in writing that the reason for such suspension is addressed to the satisfaction of the Bank. If a time limit for the disbursement of the Grant was suspended, such time limit for the disbursement shall start running again from such date of notification by the Bank.
14(3)	The Beneficiary and the Final Beneficiary shall provide any information, clarification or document requested by the Bank in order to assess a potential suspension under Article 14.1 within fifteen (15) calendar days of receipt of a request by the Bank. 
14(4)	The Bank shall not be obliged to pay any penalty, damages or costs to and shall not be obliged to indemnify the Beneficiary or the Final Beneficiary as a consequence of suspension of the implementation of this Agreement and any undisbursed portion of the Grant under this Article 14. 
14(5)	The Beneficiary or the Final Beneficiary may suspend the implementation of all or part of the Contracts, and the Bank may request the Beneficiary or the Final Beneficiary to do so, if circumstances make it too difficult or dangerous to continue. If the decision to suspend implementation belongs to the Beneficiary or the Final Beneficiary, it shall inform the Bank without delay and provide all the necessary details. If a decision to suspend implementation is taken, the Bank may terminate this Agreement in accordance with the provisions of Article 15. If this Agreement is not terminated, the Beneficiary and the Final Beneficiary shall take all necessary measures to minimise the time of suspension and shall resume implementation once circumstances allow, and shall inform the Bank accordingly.
Article 15 - Termination and Recovery
15(1)	The Bank may terminate this Agreement on 7 (seven) days’ prior written notice to the Beneficiary and the Final Beneficiary terminate this Agreement without any liability for the Bank, if any of the following situations occurs:
(a) the Beneficiary has not informed the Bank of any situation giving rise to conflict of interest with negative implications for the Lozova Project and their expected results;
(b)  the Beneficiary, has transferred or assigned this Agreement or grant funds attached to it to a third party in any manner whatsoever without prior written consent of the Bank;
(c) if the Beneficiary or the Final Beneficiary fails to comply with any obligation under this Agreement; 
(d) if any information or document given to the Bank by or on behalf of the Beneficiary or the Final Beneficiary or any representation, or statement made or deemed to be made by the Beneficiary or the Final Beneficiary in or pursuant to this Agreement or in any document given to the Bank under this Agreement or in connection with the negotiation of this Agreement is or proves to have been incorrect or misleading in any material respect;
(e) the Beneficiary or the Final Beneficiary provides reports that are not correct in all respects in order to obtain the Grant, including the false reports or false or incomplete statements of a material nature or the result of any verifications, controls or audits carried out pursuant to this Agreement indicates that the execution of the Works, Supplies [and/or Services], or a Contract or the Lozova Project has been affected by substantial errors, irregularities or fraud;
(f) transfer of the Grant to the Final Beneficiary was caused or affected by substantial errors, financial irregularities or fraud, or breach of obligations under this Agreement by the Beneficiary or the Final Beneficiary;
(g) the Beneficiary or the Final Beneficiary undergoes legal, financial, technical or organisational change that may affect the efficacy of this Agreement; 
(h) the Beneficiary or the Final Beneficiary defaults in the performance of any obligation in respect of any loan or financial instrument granted by the Bank or by/to the European Union;
(i) the Beneficiary, the Final Beneficiary or any person with powers of representation, decision-making or control in relation to the Beneficiary or the Final Beneficiary, commits or is found guilty of gross professional misconduct, or is subject to proceedings alleging any offence concerning its professional conduct, or has committed fraud, corruption, or is involved in a criminal organisation, Money Laundering, Financing of Terrorism or any other illegal activity detrimental to the European Union’s financial interests, or is subject to an allegation (other than allegations which are, in the reasonable opinion of the Bank, frivolous or vexatious) in respect of participation in a criminal organisation, fraud, Prohibited Conduct, Money Laundering or the Financing of Terrorism;
(j) if the Bank considers circumstances make it too difficult or dangerous to continue the implementation of the Agreement;
(k) for any reason whatsoever the Finance Contract or the Funding Agreement is terminated or ceases to be valid and in full force and effect; 
(l) it becomes unlawful in any applicable jurisdiction, or it becomes or the Bank has reasonable cause to expect that it may become  contrary to any Sanctions, for the Bank to perform any of its obligations as contemplated in this Agreement or to fund or maintain the Grant; or
(m) if it is or becomes unlawful for the Beneficiary or the Final Beneficiary to perform any of its obligations under this Agreement or this Agreement is not effective in accordance with its terms or is alleged by the Beneficiary or the Final Beneficiary  to be ineffective in accordance with its terms.
15(5)	Upon serving or receiving a termination notice, the Beneficiary and the Final Beneficiary shall take without undue delay all steps necessary to bring the activities to a close in a prompt and orderly manner, and to reduce further costs to a minimum.
15(6)	Unless this Agreement is terminated earlier, the payment obligations of the Bank hereunder shall cease on the date which is 18 (eighteen) months after the end of the Implementation Period (the "End Date"). The Bank may notify the Beneficiary and the Final Beneficiary of any postponement of the End Date if it determines in its sole discretion. The Bank may postpone the End Date, so as to be able to fulfill its payment obligations, in all cases where the Beneficiary has filed the disbursement request in accordance with this Agreement or, in case of dispute, until completion of the dispute settlement procedure provided for in Article 17. This Article shall in no way affect or extend in time the final availability date for disbursement of the Grant as agreed in Article 5(3)(c).
[bookmark: _Ref184356168]15(7)	If:
(a) [bookmark: _Ref184356141]any of the circumstances, events or occurrences specified in Article 15(1) above occurs; 
(b) [bookmark: _Ref184356316][bookmark: _Hlk171603125]any amount of the Grant is used by the Beneficiary or the Final Beneficiary in breach of this Agreement; 
(c) the Grant has been used in relation to Contracts with respect to which it has been determined by the Bank that the relevant Contractors have been involved in any Prohibited Conduct, or in breach of Sanctions, in connection with the implementation of the Lozova Project;
(d) [bookmark: _Ref184356331]otherwise expressly stated in this Agreement and/or if recovery is otherwise considered by the Bank to be justified in accordance with this Agreement or the Funding Agreement including (but not limited to) following the submission of an expenditure verification report submitted or as a result of any verifications, controls or audits carried out pursuant to this Agreement;
(e) [bookmark: _Ref184357084]the final total amount of the eligible costs of the Lozova Project incurred by the Beneficiary or the Final Beneficiary under the Contracts is lower than the total amount of the Grant already disbursed by the Bank; or 
(f) [bookmark: _Ref184357087]the final total amount of the eligible costs of the Lozova Project incurred by the Beneficiary or the Final Beneficiary under the Contracts is lower than the initial estimate as set out in the Annex 1; 
the Bank may, by notice to the Beneficiary, demand repayment of all or part of any disbursed amount of the Grant, provided that for the purposes of sub-paragraph (e) and (f) above the amount that the Bank may demand be repaid shall be up to the amount by which the Grant exceeds those amounts referred to in sub-paragraph (e) and (f) above.
15.(8)	The Beneficiary and the Final Beneficiary shall repay such amounts to the Bank within thirty (30) calendar days from receiving the recovery notice from the Bank requesting such repayment. The Beneficiary and the Final Beneficiary shall make payments of such amount requested by the Bank to the Bank in Euro, into the account notified by the Bank in its written request, without taking into account any foreign exchange rate applied at the time of the initial payment of the Grant by the Bank to the Beneficiary or the Final Beneficiary. 
18.1. The written request from the Bank as to the aggregate amount due to be repaid by the Beneficiary pursuant to this Article 15(7) shall, save in the case of manifest error, be conclusive evidence of the amount due, and any bank charges, any foreign exchange cost or loss or other taxes whatsoever incurred by the Beneficiary or the Final Beneficiary, as applicable for the repayment of the amounts due to the Bank shall be borne entirely by the Beneficiary and the Final Beneficiary.  
18.2. Without prejudice to the rights of the Parties to agree to repayments in instalments, if the Beneficiary or the Final Beneficiary fails to repay any amount by its due date, the sum shall bear interest at the rate applied by the European Central Bank to its principal refinancing operations in EUR, as published in the C series of the Official Journal of the European Union on the first day of the month in which payment was due, increased by three and a half percentage points. The interest shall be payable for the period elapsing from the day following expiry of the time limit for repayment, inclusive, up to the day of payment, exclusive. Any partial payment shall first cover the interest. 

Article -16 Charges and Expenses
16(1)	The Beneficiary and the Final Beneficiary shall pay any taxes, duties, fees and other impositions of whatsoever nature, including stamp duty and registration fees, which may arise out of the execution or implementation of this Agreement in accordance with the laws of Ukraine.
16(2)	The Beneficiary and the Final Beneficiary shall bear any charges and expenses, including professional, banking or exchange charges, which it may incur in connection with the preparation, execution, implementation and termination of this Agreement or any related document, including any amendment thereto, in accordance with the laws of Ukraine.
[bookmark: _Toc160206881]
Article - 17 Data Protection
(a)	When disclosing information (other than mere contact information relating to the Beneficiary’s or the Final Beneficiary’s personnel involved in the management of this Contract ("Contact Details")) to the Bank in connection with this Agreement, the Beneficiary and the Final Beneficiary shall redact or otherwise amend that information (as necessary) so that it does not contain any information relating to identified or identifiable individuals ("Personal Information"), except where this Agreement specifically requires, or the Bank specifically requests in writing, to disclose such information in the form of Personal Information.
(b)	Before disclosing any Personal Information (other than Contact Details) to the Bank in connection with this Agreement, the Beneficiary and the Final Beneficiary shall ensure that each individual to whom such Personal Information relates:
(i)	has been informed of the disclosure to the Bank (including the categories of Personal Information to be disclosed); and
(ii)	has been advised on the information contained in (or has been provided with an appropriate link to) the Bank’s privacy statement in relation to its lending and investment activities as set out from time to time at https://www.eib.org/en/privacy/lending (or such other address as the Bank may notify to the Borrower in writing from time to time).
Article 18 - Amendment
This Agreement may be amended by written agreement between the parties.
Article 19 - Settlement of Disputes and Jurisdiction
[bookmark: a1102]This Agreement and any non-contractual obligations arising out of or in connection with it shall be governed by the laws of Luxembourg. 
Any dispute, disagreement, controversy or claim (together referred to as a "Dispute") arising in connection with the existence, validity, interpretation, implementation or termination of this Agreement shall, to the extent possible, be settled amicably by agreement between the Bank and the Beneficiary through consultations and negotiations. If a Dispute cannot be amicably settled by the Bank and the Beneficiary within 60 (sixty) days of the notification of the Dispute by either Party, the Dispute shall be settled by final and binding arbitration in accordance with the United Nations Commission on International Trade Law (UNCITRAL) UNCITRAL Arbitration Rules in effect at the date of this Agreement, which rules are deemed to be incorporated by reference into this Article. 
The number of arbitrators shall be three. The language of the arbitral procedure shall be English. The arbitration proceedings shall take place in The Hague, the Netherlands. 
Unless otherwise agreed, all submissions shall be made and all hearings shall be completed within six months of the constitution of the arbitral tribunal. The tribunal shall render its decision within 60 (sixty) days following the delivery of the final submissions. 
Any final award of the tribunal shall be binding from the day it is made, and the Parties hereby waive any right of appeal on the law and/or the merits to any court. Notwithstanding the UNCITRAL Arbitration Rules, the tribunal shall not take or provide and the Beneficiary shall not seek from any judicial authority, any interim measures or pre-award relief against the Bank. 
The Beneficiary shall abide by and carry out any such award in its territory without delay. 
In case of failure by the Beneficiary to comply with its obligation in the preceding paragraph within 3 months from the date of the award, then, to the extent that the Beneficiary may in any jurisdiction claim for itself or its assets immunity from suit, enforcement, attachment or other legal process, the Beneficiary hereby irrevocably agrees not to claim and hereby irrevocably waives such immunity to the full extent permitted by the laws of such jurisdiction.
[bookmark: _DV_M143][bookmark: _DV_M144][bookmark: _DV_M145][bookmark: _DV_M146][bookmark: _DV_M147][bookmark: _DV_M148][bookmark: _DV_M149][bookmark: _DV_M150]Notwithstanding anything to the contrary in this Agreement, nothing in this Agreement shall be construed as a waiver, renunciation or other modification of any immunities, privileges or exemptions of the Bank accorded under the under the Treaty on European Union, the Treaty on the Functioning of the European Union, Protocol (No 7) on the Privileges and Immunities of the European Union, any applicable framework agreement, or derived from any other  source.
Article 20 - Communications
20(1)	Any notice or other communication to be served under this Agreement must be in writing and shall state the identification code (Serapis n. [●] – FI n. [●]) and the title (“Grant Agreement – [insert name of Action]”) of this Agreement.
20(2)	Any notice given under or in connection with this Agreement must be in English. All other documents provided under or in connection with this Agreement must be in English, in or, if not in English, accompanied by its official translation into English and, in this case, the English translation shall prevail unless the document is a constitutional, statutory or other similar official document.
20(3)	Except for notices relating to litigation whether pending or threatened, which shall be served at the addresses specified below exclusively by post through official letter with confirmation of receipt, all notices and correspondence in relation to this Agreement, the Action, and the Works, [Supplies] [and/or Services] shall be sent by post or, to the extent agreed by the Parties in writing, by e-mail or other means of electronic communication, to the following addresses: 
	For the Bank
	European Investment Bank
98-100, boulevard Konrad Adenauer
L-2950, Luxembourg
Attention: 
E-mail ; [___________]

	
	

	For the Beneficiary
	Lozova City Council of Kharkiv Oblast 
1 Yaroslav Mudryi Street
Lozova, Kharkiv Oblast, 64600, Ukraine

Attention: Hrankin Serhii - Head of the Department of Economics
E-mail: mr_lozova@lozovarada.gov.ua, uek-lozova@ukr.net


	For the Final Beneficiary
	Public Utility Company “Teploenerho” of Lozova City Council of Kharkiv Oblast
23 Hryhoriy Skovoroda Street
Lozova, Kharkiv Oblast, 64602, Ukraine, 
Attention: Serhii Klymenko - Chief Engineer/Head of the PIU Lozova

E-mail: teploenergoloz@gmail.com, klimenkosergey.a@gmail.com


20(4)	Any change made to the above communication details shall have effect only after it has been notified in writing in paper or electronic form to the other Parties at the above addresses.
20(5)	Notices and other communications are deemed to have been made when they are received by the receiving Party.
[bookmark: _Toc343262929][bookmark: _Toc337634909]Article 21 - Language
Documents, evidence, notices and communications provided or made by the Beneficiary pursuant to this Agreement shall be provided in the English language unless the original language of the document is not English, in which case the document shall be provided to the Bank in its original language together with a certified English translation thereof.
Article 22 – Entire agreement
(a)	This Agreement:
(i)	represents the entire understanding and constitutes the entire agreement between the Parties in relation to its subject matter; and
(ii)	supersedes any and all previous discussions, correspondence, representations (of whatever nature) and agreements between the Parties to this Agreement, notwithstanding the existence of any provision of any such prior agreement that any rights or provisions of such prior agreement shall survive its termination.
(b)	Each Party hereby acknowledges that it has not relied upon any statement or representation made by any Party other than those contained in this Agreement.
Article 23 - Counterparts
[bookmark: _DV_M157]This Agreement may be executed in any number of counterparts and this has the same effect as if the signatures on the counterparts were on a single copy of this Agreement. Each counterpart is deemed an original and all counterparts together shall constitute one and the same agreement.

Article 24 - Liability and Indemnity
24(1)	The Bank, the European Bank for Reconstruction and Development (as manager of the Fund) or the Contributors cannot under any circumstances or for any reason whatsoever be held liable for damage or injury sustained by the staff or property of the  Beneficiary or the Final Beneficiary, as applicable while the Contracts are being executed, or as a consequence of any Contract, including when such damage or injury is the result of any act or omission of a Contractor, or of the failure of a Contractor to execute the Works, Supplies and/or Services in accordance with the relevant Contract.
24(2)	The Bank shall not be liable for any loss or damage, including reasonable counsel fees and expenses, resulting from its actions or omissions to act hereunder, except for any loss or damage arising out of its own gross negligence or wilful misconduct.
24(3)	The Beneficiary and the Final Beneficiary shall discharge the Bank of any and all liability arising from any claim or action brought as a result of an infringement of any applicable laws, rules or regulations by the Beneficiary, the Final Beneficiary, their contractors, employees, or individuals for whom the Beneficiary, their contractors or their employees are responsible, or as a result of a violation of a third party’s rights, including Intellectual Property Rights.
24(4)	Without prejudice to any other rights of the Bank under this Agreement, the Finance Contract or under any applicable law, the Beneficiary and the Final Beneficiary shall indemnify and hold the Bank harmless from and against any and all claims, demands, damages, losses, costs, expenses (including reasonable counsel fees and expenses) and liabilities of any kind which the Bank may sustain or incur as a result of any act or omission committed by the Beneficiary and/or the Final Beneficiary, as applicable or from the failure of the Beneficiary and/or the Final Beneficiary, as applicable to comply with any of its obligations as set out in this Agreement.
24(5)	The Beneficiary shall and the Final Beneficiary shall include in each Contract provisions requiring the Contractor to acknowledge and agree on the liability and indemnity provisions set out in this Article 24.

Article  25 – Non-waiver 
25(1)	No failure or delay by the Bank in exercising any of its rights under this Agreement will be construed as a waiver of such right.
25(2)	Nothing in this Agreement will be deemed to be a waiver, express or implied, of the privileges, immunities and exemptions enjoyed by the Bank, its governors, directors, alternates, officers, employees or experts performing missions for the Bank.

Article 26 – Entire Agreement
This Agreement constitutes a complete and exclusive statement of the terms of the agreement between the Parties with respect to its subject matter, and supersedes all prior agreements between the Parties, whether express or implied, with respect to the same matter.

Article 27 – Invalidity
If, at any time, any provision of this Agreement is or becomes illegal, invalid or unenforceable in any respect under any law of any jurisdiction, neither the legality, validity or enforceability of the remaining provisions nor the legality, validity or enforceability of such provision under the law of any other jurisdiction will in any way be affected or impaired.

Article 28 – English language
This Agreement is drawn up in the English language. If this Agreement is translated into another language, the English language text shall prevail.

Article 29 - Annexes
The following documents are annexed to this Agreement and form an integral part of it:
Annex I: 	Project specifications
Annex II:	Request for disbursement
Annex III:	Justification of expenses of Grant 
Annex IV:	Reporting Template
Annex V:	Financial statement template for the Beneficiary

The parties hereto have caused this Agreement to be executed in 4 (four) originals in the English language.
At ____________, this ______________ 2025

	Signed for and on behalf of
EUROPEAN INVESTMENT BANK 
	Signed for and on behalf of
Lozova City Council of Kharkiv Oblast

Signed for and on behalf of
Public Utility Company “Teploenerho” of Lozova City Council of Kharkiv Oblast
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Annex I
Lozova Project specifications
Purpose, Location 
The Lozova Project uses the E5P grant to complement the ongoing modernization of the district heating (DH) system under the Ukrainian Municipal Infrastructure Programme (UMIP). While UMIP covers part of the city’s DH infrastructure, Component 1 of the Project focuses on reconstructing boiler houses that were not included in the original UMIP scope. This allows for the completion of a full-scale rehabilitation of the DH system serving the residents of Lozova. The Project also builds on the UMIP framework, using established procedures, construction supervision, technical assistance, and unified technical solutions to ensure consistent quality and simplify future operation and maintenance.
Component 2 of the Project introduces demand-side measures that will enhance overall system performance through precise regulation, enabled by integrating individual heating substations (IHS) into the SCADA systems of the boiler houses. This will result in additional energy efficiency gains and environmental benefits. Moreover, the installation of IHS will empower end-users with the ability to manage their individual consumption and heating bills—something that is currently not possible under the existing system. 

Description
It is proposed that the Lozova Project is financed by an E5P grant of EUR 6,810,000, resulting in targeted investments within the following two components:
Component 1 – Supply Side Measures - Boiler Houses:
This component involves the comprehensive reconstruction of four boiler houses operated by PUC “Teploenerho”:
· 23 Sportyvna Street, Lozova – 31.80 Gcal/h (37.00 MW)
· 29-b Mashynobudivnykiv Street, Lozova – 2.25 Gcal/h (2.61 MW)
· 43-g O. Brychuka Street, Lozova – 2.35 Gcal/h (2.73 MW)
· 10 I. Sereda Street, Panyutino – 0.63 Gcal/h (0.74 MW)
The reconstruction of the 23 Sportyvna Street boiler house includes the decommissioning of the outdated boiler house at 8 Lozovskogo Street (3.65 Gcal/h / 4.25 MW) and merging the respective DH networks into a single system, including the associated scope of works. Due to the disconnection of a significant number of industrial consumers, the installed capacity of the Sportyvna boiler house will be reduced from 31.80 Gcal/h (37.00 MW) to 15.34 Gcal/h (17.84 MW).
The scope of reconstruction at each boiler house will include the following energy-saving measures:
· Installation of new high-efficiency gas boilers equipped with modern low-NOx burners and automated control systems
· Replacement of outdated pumping equipment with modern high-efficiency units
· Installation of chemical water treatment systems to improve operational reliability and heat transfer performance
· Replacement of gas distribution systems and commercial gas metering units
· Modernisation of internal engineering systems, including new piping, valves, sensors, lighting, electrical cabinets, commercial metering, grounding, and lightning protection
· Thermal insulation and refurbishment of boiler house buildings, including replacement of windows and doors
· Comprehensive automation of all technical processes, including installation of a unified control system and variable speed drives for pumps and auxiliary equipment
· Integration of the boiler houses into the SCADA system already implemented under the UMIP framework
This component is fully aligned with the objectives of the Ukrainian Municipal Infrastructure Programme (UMIP) investment priorities. The proposed boiler houses have been identified as priority facilities in consultation with the Final Beneficiary due to the following reasons:
· The existing equipment is outdated and inefficient, lacking modern automation and failing to adjust heat production in line with actual demand
· Most boilers have exceeded their service life, resulting in frequent and costly repairs
· The absence of automation requires round-the-clock staff presence for manual operation
· The current system is based on obsolete Soviet-era principles with constant flow and temperature-based regulation, resulting in low overall system efficiency
The proposed works are aligned with the city's heat supply development plan approved in 2018. The plan includes hydraulic and thermal modelling of the network and provides a technical basis for the reconstruction of boiler houses and associated infrastructure. This approach ensures consistency with previous modernization efforts and supports efficient project preparation.
Component 2 – Demand Side Measures - Individual Heating Substations
This component includes the installation of approximately 65 modern individual heating substations (IHSs) and consumption metering devices in buildings served by the reconstructed 23 Sportyvna Street boiler house. All IHSs will be connected to the SCADA system for real-time monitoring and control.
The demand-side measures will ensure precise regulation of heat supply based on actual consumption, improving system performance and environmental outcomes. Moreover, the IHSs will enable transformation of the DH system to variable flow and billing of end-users based on metered consumption, as stipulated by current Ukrainian law.
The Grant managed by the Bank will be used to finance the costs of works, supplies, and services necessary for Components 1 and 2 of the Lozova Project. The improved heat supply will benefit end-users such as residential buildings and social infrastructure within the coverage area of the Sportyvna St boiler house.

Calendar
The implementation of the Lozova Project is expected to follow the schedule below:
· Grant Agreement signature: December 2025
· Start of implementation: Q1 2026
· Tendering: Q1–Q2 2026
· Procurement: Q2–Q3 2026
· First disbursement: Q3 2026
· Last disbursement: Q1 2027
· Estimated project completion (official Implementation Completion Date): 31 March 2027
This schedule ensures alignment with the updated financing timeline and allows for efficient preparation, tendering, and implementation of all project components.
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Request for disbursement
Ukraine – Lozova District Heating Project-  E5P Grant
	
	Date: 



Please proceed with the following disbursement, to be used for the financing of the Lozova Project: 

	Grant Name:
	Lozova District Heating Project –E5P Grant 

	
	
	
	
	

	Signature Date:
	
	
	Agreement FI number 
(if relevant):
	

	




	
	
	
	

	EUR amount requested 
	
	
Proposed disbursement date:

	
	
	

	EUR
	Amount


	
	

	
	
	
	



	
	
	

	Reserved for the EIB 
	EUR

	
	
	

	Total Grant Amount:
	
	

	
	
	

	Paid to date:
	
	

	
	
	

	Balance for payment:
	
	

	
	
	

	Current payment:
	
	

	
	
	

	  Balance after payment:
	
	




We hereby represent and warrant, that we have not obtained or do not intend to obtain funds out of the proceeds of any other grant, credit, loan or other sources to meet the same expenditures which are requested to be paid hereunder.


Account to be credited:	

Acc. N: …………………………………………………….
(please, provide IBAN format or appropriate format in line with local banking practice)

BIC Code N°……………………………………………………………………….
Bank name and address: ………………………………………………………

Please transmit information relevant to:	
Name(s) and signature(s) of the person authorised to act on behalf of Ukraine: 


Annex III

Justification of expenses of Grant
Justification of expenses of Grant: List of paid invoices per contract (dd.mm.yy)
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Annex IV  

Reporting Template

Description of the Component 1 of the Lozova Project, general
Component 1 consists of the reconstruction and modernisation of four boiler houses operated by PUC “Teploenerho”. Three boiler houses are located in Lozova (23 Sportyvna Street, 29-b Mashynobudivnykiv Street, and 43-g O. Brychuka Street), and one in Panyutino town (10 I. Sereda Street).
The reconstruction includes installation of new high-efficiency gas boilers with low-NOx burners, new pumping equipment, chemical water treatment, full replacement of gas distribution and metering systems, refurbishment of buildings, electrical upgrades, automation, safety systems and integration into the SCADA system.
At 23 Sportyvna Street, the project also involves decommissioning of the obsolete boiler house at 8 Lozovskogo Street and merging the respective DH networks into one system.
The Overall Objective – how the Overall Objective will be reached
The overall objective of Component 1 is to improve energy efficiency, operational reliability, environmental performance and quality of heat supply in Lozova and Panyutino. The objective will be achieved through:
· reduction of technical losses;
· installation of high-efficiency, low-emission equipment;
· transition to demand-based operation;
· integration into SCADA for real-time optimisation;
· reduction of operating costs and emergency repairs.








Description of the Component 1 of the Lozova Project, investment plan
	No.
	Investment / Item
	Cost (EUR)
	Annual Net Income & Savings (EUR/a)
	Lifetime Savings – 15y, 10% Discount

	1
	BH Sportivna
	2,070,000
	180,000
	1,372,000

	2
	3 Small Boiler Houses (Svobody 2-V, 38-A, Pivdenna 12-A)
	1,380,000
	110,000
	838,000

	3
	District Heating Pipelines
	1,020,000
	240,000
	1,732,000

	Subtotal Component 1
	4,470,000
	530,000
	3,942,000
	–

	Contingencies (15%)
	670,500
	–
	–
	15% of Component 1 cost

	Total Component 1
	5,140,500
	530,000
	3,942,000
	–


Annual net savings reflect Component 1 contribution to gas/electricity/water/CO₂ reductions. Lifetime PV discounted at 10%, 15-year horizon.

Description of Component 1 of the Lozova Project, financing plan
Financing consists of:
•	E5P Grant: EUR 6,810,000 (partially financing Component 1 and Component 2)
•	Final Beneficiary contribution: non-eligible and complementary works

Description of Component 1 of the Lozova Project, institutional plan
•	Beneficiary: Lozova City Council of Kharkiv Oblast
· Final Beneficiary: PUC “Teploenerho” of Lozova City Council of Kharkiv Oblast
•	PIU: Established within the PUC
•	EIB/Bank: Responsible for implementation oversight and grant administration
•	UMIP Technical Assistance: Supports procurement, PIU strengthening, supervision, safeguards compliance

Description of Component 1 of the Lozova Project, demand side measures
Component 1 itself does not include demand-side installations. Demand-side benefits are achieved through:
•	improved system regulation after installation of IHSs under Component 2
•	SCADA integration enabling demand-driven boiler modulation
•	reduced oversupply and improved system balancing

Description of Component 1 of the Lozova Project, project benefits

•	Reduced gas consumption and CO₂ emissions
•	Improved reliability and reduced outages
•	Enhanced automation and reduced staffing costs
•	Lower maintenance and emergency repair costs
•	Operational integration with modern SCADA platform

Procurement relating to the Component 1 of the Lozova Project

•	Procurement will follow Bank procurement rules, with international competitive tendering for works, equipment, and supervision services.
•	Employer Requirements prepared. Tender documentation is under preparation by the TA Service Provider.
•	Procurement expected to start in Q1 2026.

Problems and Mitigation

•	Potential delays due to design approvals and permitting to be mitigated by early preparation and coordination with authorities.
•	Supply-chain risks to be mitigated by allowing alternative equivalent equipment in tender specifications.
•	Price volatility, cost contingencies included.

Information on Procured Equipment or Services
(To be completed after procurement)
•	Contractor name, nationality
•	Equipment suppliers
•	Contract values and scope


Project Activities relating to the Component 1 of the Lozova Project

Overall Progress
· (To be reported during implementation)

Planned Progress
· Tender launch and evaluation
· Completion of detailed design
· Beginning of reconstruction works
· SCADA integration planning
Problems and Solutions
· (To be reported during implementation)
Basic Information on the Component 2 of the Lozova City District Heating Project 
Description of Component 2 of the Lozova Project, general
Component 2 includes installation of approximately 65 modern Individual Heat Substations (IHSs) with consumption metering in buildings supplied by the reconstructed 23 Sportyvna Street boiler house. All IHSs will be integrated into the SCADA system to ensure full digital monitoring and regulation.
The Overall Objective
To improve system efficiency and reduce heat consumption through demand-driven regulation at building level, ensuring enhanced comfort, reduced costs, and transparent consumption metering for end-users.




Description of the Component 2 of the Lozova Project, investment plan
	No.
	Investment / Item
	Cost (EUR)
	Annual Net Income & Savings (EUR/a)
	Lifetime Savings – 15y, 10% Discount

	1
	65 IHS Units
	1,430,000
	1,585,000 (gas + electricity)
	12,054,858

	2
	SCADA Integration
	Included in IHS budget
	–
	–

	3
	Metering Equipment
	Included in IHS budget
	–
	–

	Subtotal Component 2
	1,430,000
	1,585,000
	12,054,858
	–

	Contingencies (15%)
	214,500
	–
	–
	15% of Component 2 cost

	Total Component 2
	1,644,500
	1,585,000
	12,054,858
	–


Annual net savings reflect gas, electricity, CO₂, NOx, and water reduction from IHS + SCADA. Lifetime PV discounted at 10% over 15 years.
Description of Component 2 of the Lozova Project, financing plan
Component 2 is financed through:
•	E5P Grant (part of EUR 6,810,000)
•	Municipal/PUC contribution where necessary
Description of Component 2 of the Lozova Project, institutional plan
•	Final Beneficiary: PUC “Teploenerho” of Lozova City Council of Kharkiv Oblast
•	Final Beneficiary PIU: Manages procurement and reporting
•	TA: Supports provides technical support to PIU with Technical Supervisor
Description of Component 2 of the Lozova Project, demand side measures
•	Installation of automated control, heat exchangers, circulation pumps
•	Building-level consumption metering
•	Control valves integrated with SCADA
•	Enhanced transparency of heat consumption and ability to regulate supply in real time

Description of Component 2 of the Lozova Project, project benefits
· Energy savings due to demand-based heat supply
· Transformation of an obsolete Soviet-era constant-flow system to variable flow, which significantly reduces power consumption for pumping
· Improved service for end-users
· Transparent billing based on actual consumption, as stipulated by law
· Reduced return water temperatures, enabling more efficient boiler operation
· Reduction of system losses and improved balancing

Procurement relating to the Component 2 of the Lozova Project
· Procurement under Bank rules
· International or national tendering depending on contract size
· Tender packages under preparation

Problems and Solutions
(To be added during implementation)

Information on procured equipment or suppliers
(To be added after contract award)

Project Activities relating to the Component 2 of the Lozova Project
Overall Progress
(To be provided in each reporting period)
Expected Progress
· Finalisation of technical specifications
· Tendering for IHS supply and installation
· Installation and commissioning
· SCADA connection and testing
Problems and Mitigation
(To be reported during implementation)


Grant Rationale 
Introduction
The project will significantly reduce gas consumption, electricity consumption, chemical use, and emissions through replacement of obsolete, inefficient boiler house equipment with modern high-efficiency technologies.
Direct investment per Component related
For Component 1 and Component 2 describe the gas and/or thermal energy and/or electricity consumption and other consumption of chemicals etc. that will be affected by the project. 
Component 1 – Supply-Side (Boiler Houses)
The project will significantly reduce gas consumption, electricity consumption, chemical use, and emissions through replacement of obsolete, inefficient boiler house equipment with modern high-efficiency technologies.
Present consumption
The existing boiler houses at 23 Sportyvna, 29-b Mashynobudivnykiv, 43-g O. Brychuka, and 10 I. Sereda Streets currently operate older gas-fired boilers with outdated control systems, oversized pumps, constant-flow circulation, and low overall thermal efficiency.
Present consumption includes:
•	high natural gas use due to poor modulation and manual control;
•	elevated electricity consumption for constant-speed pumps;
•	increased consumption of water and chemicals due to leaks, corrosion and ageing equipment;
•	high CO₂ emissions resulting from gas overconsumption;
•	NOx emissions exceeding modern environmental norms due to outdated burners.
Planned savings
After reconstruction, Component 1 will deliver the following improvements:
•	reduced natural gas consumption through modern low-NOx burners, automation, and demand-driven boiler operation;
•	lower electricity consumption thanks to high-efficiency pumps and variable-speed drives;
•	reduced chemical and water consumption due to improved treatment systems and leak reduction;
•	significant reduction of CO₂ and NOx emissions;
•	long-term operational expenditure (OPEX) savings due to fewer repairs and lower staffing requirements (automatic control).
Component 1 & 2 – Planned / Achieved Savings (15-year project lifetime, 10% discount rate)
	Component
	Measure
	Present Consumption (p/a)
	Planned / Achieved Savings (p/a)
	Planned / Achieved Savings – 15y, 10% discount

	Component 1 – Boiler House Rehabilitation
	Gas (m³/a)
	10,575,000
	530,000
	4,032,000

	
	Electricity (MWh/a)
	446
	45
	342

	
	CO₂ (tCO₂/a)
	22,536
	1,150
	8,749

	
	NOx (t/a)
	89.9
	5.5
	41.9

	
	Raw Water (m³/a)
	22,313
	560
	4,271

	Component 2 – IHS Installation + SCADA
	Gas (m³/a)
	10,575,000
	1,585,000
	12,054,858

	
	Electricity (MWh/a)
	446
	178
	1,354

	
	CO₂ (tCO₂/a)
	22,536
	3,445
	26,199

	
	NOx (t/a)
	89.9
	12.5
	95.1

	
	Raw Water (m³/a)
	22,313
	3,903
	29,672

	Total Components 1 + 2
	Gas (m³/a)
	10,575,000
	2,115,000
	16,086,858

	
	Electricity (MWh/a)
	446
	223
	1,696

	
	CO₂ (tCO₂/a)
	22,536
	4,595
	34,948

	
	NOx (t/a)
	89.9
	18.0
	137

	
	Raw Water (m³/a)
	22,313
	4,463
	33,943



Regulatory issues relating to the Component 1/Component 2 of Lozova Project
Status of Regulatory Issues. The project supports Ukraine’s heating sector reform and compliance with national energy efficiency legislation. The city’s 2018 Heat Supply Development Plan provides the regulatory basis for reconstruction, including hydraulic modelling, supply optimisation, and prioritisation of the four boiler houses. No Strategic Environmental Assessment (SEA) is required for this project type under Ukrainian law; Environmental Impact Assessment is also not required. OVNS documentation will be prepared as part of the design documentation according to DBN A.2.2-1:2021.
Regulatory Savings
The regulatory requirements will promote long-term reductions in energy consumption using metering, IHSs and SCADA integration. Energy-saving measures will reduce tariff pressures and support compliance with national and EU energy strategies.
Grant additionality to the project sustainability and how the grant has been used to target the underlying problem without being indiscriminate to the market. 
The E5P Grant is essential to ensuring project affordability and enabling the municipality to undertake comprehensive modernisation in a financially constrained environment. Specifically:
· Without the grant, the municipality and utility would not be able to finance the reconstruction of four boiler houses and installation of 65 IHSs.
· The grant does not distort the market, as all procurement will be conducted through competitive procedures under the Bank’s rules, ensuring equal access for suppliers.
· The grant directly addresses the underlying problem: financially nonviable, highly inefficient district heating infrastructure, which cannot be modernised solely through tariffs or municipal budgets.
Financial, Disbursements relating to Component 1 / Component 2 of Lozova Project
	Reporting Period
	Reporting Period (EUR)
	Cumulative (EUR)
	Notes

	Transfers received from the Fund
	0
	0
	Project start

	Period 1 – 2026 Q3
	1,500,000
	1,500,000
	Component 1 – mobilisation, initial procurement, and partial equipment delivery

	Period 2 – 2026 Q4
	2,500,000
	4,000,000
	Component 1 – boiler house equipment deliveries, pipeline works, and network consolidation

	Period 3 – 2027 Q1
	1,430,000
	5,430,000
	Component 2 – IHS installation, SCADA integration, metering works

	Period 4 – 2027 Q2
	1,380,000
	6,810,000
	Final disbursement for contingencies, commissioning, testing, and completion of all works

	Balance at end of period
	0
	0
	Full grant disbursed



[bookmark: _Hlk216378892]Overall Disbursement Schedule
Planned (indicative):
•	Q1 2026: Start of tendering
•	Q3–Q4 2026: Signing of first works/supply contracts
•	2026–2027: Progressive disbursement against works, equipment 
•	Project completion date: 31 March 2027
•	Final grant disbursement and closure: Q2 2027
Disbursements will follow contract execution and Bank disbursement procedures.
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Annex V


Financial statement template for the Beneficiary

	
	
	
	

	
	
	
	

	Statement as of [DATE]
	

	
	
	
	

	Project: "Lozova District Heating"
	

	Agreement number:
	
	
	

	Funds: E5P

	

	Account number:
Bank: [●]
Address: [●]

Account Currency: [●]
	
	
	

	Account Holder: [●]
	
	
	

	
	
	
	

	
	
	For the period
	Cumulative

	Movement on cash balance
	
	EUR
	EUR

	
	
	
	

	Project Bank Account balance as at start of period
	
	X
	-

	
	
	
	

	Transfers received from the EIB
	
	X
	x

	
	
	
	

	Disbursements made
	
	(x)
	(x)

	
	
	
	

	
	
	
	

	Project Bank Account balance as at end of period*
	
	X
	-

	
	
	
	

	
	
	
	

	*Attach copy of account statement showing closing balance
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Justification of expenses: List of paid invoices per contracts

Project:

Municipality: name

Contract 1:  name

Invoices no./ Date

Amount (FX)          

excluding VAT

Amount (EUR)          

excluding VAT

Bank statement 

ref./date of payment

Total paid until (date 1)

Total paid until (date 2)

Contract 2:  name

Invoices no./ Date

Amount (FX)          

exclud. VAT

Amount EUR          

exclud. VAT

Bank statement 

reference/date

Total paid until (date 1)

Total paid until (date 2)
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