
	The summary of the main clauses of 

Credit Facilities Agreement dated 10 February 2011 
for CIECH S.A. 
arranged by BANK POLSKA KASA OPIEKI S.A., BANK HANDLOWY W WARSZAWIE S.A., 

BRE BANK S.A., POWSZECHNA KASA OSZCZĘDNOŚCI BANK POLSKI S.A., ING BANK ŚLĄSKI S.A., BANK MILLENNIUM S.A.

and BANK DNB NORD POLSKA S.A.
("Facilities Agreement")

	Parties of the Facilities Agreement

	i. original borrower and guarantor: Ciech S.A. ("Company");

ii. original guarantors: Janikowskie Zakłady Sodowe Janikosoda S.A., Inowrocławskie Zakłady Chemiczne Soda Mątwy S.A., Polfa sp. z o.o., Vitrosilicon S.A., Soda Polska Ciech sp. z o.o., Transclean sp. z o.o., Z.Ch. Alwernia S.A., Z. Ch. Organika-Sarzyna S.A., Z.Ch. Zachem S.A., Przedsiębiorstwo Chemiczne Cheman S.A. ("Affiliates"); 
iii. lenders: Bank Polska Kasa Opieki S.A., Bank Handlowy w Warszawie S.A., BRE Bank S.A., Powszechna Kasa Oszczędności Bank Polski S.A., ING Bank Śląski S.A., Bank Millennium S.A., Bank DNB Nord Polska S.A. ("Commercial Banks") and European Bank for Reconstruction and Development ("EBRD") ("Lenders");
The Facilities Agreement provides for the accession to the Facilities Agreement of S.C. Uzinele Sodice Govora – Ciech Chemical Group S.A. ("Govora") as a borrower and a guarantor. 

	Facilities

	The following facilities have been extended pursuant to the Facilities Agreement: 

	i. double currency refinancing term facility in PLN and EUR in the aggregate of approximately 739 million PLN granted by the Commercial Banks ("Term Facility") to refinance the debt arising from the credit agreement referred to in the current report no. 16/2010 of April 26, 2010 (http://www.ciech.com/EN/Investors/CurrentReports/Pages/162010.aspx), with approximately 25% of the Term Facility’s amount to be utilized in EUR (under the Term Facility a loan in the amount of approximately EUR 11.000.000 has been granted to Govora); 

	ii. multi-currency revolving credit (renewable) (also to be utilized as guaranties and letters of credit) of 100 million PLN granted by the Commercial Banks ("Renewable Credit") to refinance the debt arising from the credit agreement referred to in the current report no. 16/2010 of April 26, 2010, to finance working capital needs (including the extension of intra-group loans) and the Group’s guaranties and LCs;

	iii. additional guaranty facility of 9,6 million EUR granted in favour of S.C. CET Govora S.A. by Bank Polska Kasa Opieki S.A. ("Pekao’s Additional Guaranty Facility") and 

	iv. term investment credit in EUR in the amount equivalent to 300 million PLN granted by EBRD ("Investment Credit") to finance and refinance capital expenses of the Ciech Group under the investment program, with the required own input of at least 40% of the amount of financed or refinanced capital expenses incurred as of the Facilities Agreement execution date. The Investment Credit may be disbursed from September 1, 2012 through November 30, 2012. 

	Interests

	Variable interest set based on WIBOR/EURIBOR plus margin, the level of which will vary for PLN and EUR facilities; [image: image1.jpg]CIECHS.A.
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interest will be conditional on the level of net debt ratio to operating income increased by depreciation (EBITDA). 

	Conditions precedent

	The conditions precedent are, among others, as follows:

i. all corporate permissions obtained by Ciech S.A. and the Affiliates;
ii. accession of Govora to the Facilities Agreement; 
iii. issue of shares with subscription rights by the Company comes into effect in accordance with the resolution passed by the General Assembly of Shareholders on October 28, 2010; 
iv. the indebtedness is reduced in accordance with the facilities agreement dated 26 April 2010; 
v. all the security interests contemplated by the Facilities Agreement are established; and
vi. the conditions precedent regarding Govora:
a. an Accession Agreement;

b. a copy of the constitutional documents of Govora;

c. a copy of the resolution of the shareholders meeting of Govora approving the terms of, and the transactions contemplated by, the Finance Documents;

d. a copy of a resolution of the management board of Govora approving the terms of, and the transactions contemplated by, the Finance Documents;

e. a copy of a resolution of the supervisory board of Govora approving the terms of, and the transactions contemplated by, the Finance Documents;

f. an extract from the register of entrepreneurs relating to Govora;

g. a specimen of the signature of each person authorised on behalf of Govora to enter into or witness the entry into of any Finance Document or to sign or send any document or notice in connection with any Finance Document;

h. a certificate of an authorised signatory of the Company certifying that each copy document specified in the respective provisions of the Facilities Agreement is correct, complete and in full force and effect as at a date no earlier than the date of the Facilities Agreement;

i. evidence required by the customer due diligence requirements;

j. a Certificate of Incumbency; and
k. a legal opinion of the legal adviser to the Finance Parties in the jurisdiction of incorporation of Govora.
The facilities to be granted by the Commercial Banks will be disbursed at the earliest after (a) 2 months after the execution date of the security documents (b) after filing of applications for the registration of the security interests in the relevant registers and (c) after delivery of the Compliance Certificate confirming fulfillment of financial covenants after q. II 2011. 

The Investment Credit will be disbursed after delivery of a positive opinion by a technical adviser about investment projects implemented at the time, especially corroborating progress with the modernization of Elektrociepłownia Janikowo in accordance with the schedule regarding project implementation and after the fulfillment of other terms set forth in the Facilities Agreement. 

	Conditions of repayment and prepayment

	Main conditions of the repayment are as follows:

i. quarterly credit amortization in the amount defined in the Exhibit to the Facilities Agreement from December 30, 2011 through March 31, 2016; 
ii. the final repayment date of the Term Facility, Renewable Credit and Investment Credit – March 31, 2016; the final repayment date of Pekao’s Additional Guaranty Facility – December 31, 2014 and
iii. the EBRD is authorized to suspend or stop Investment Credit Disbursements if EBOR’s Board of Directors takes a decision to suspend or change the rules of Poland’s access to the EBRD’s resources in accordance with the provisions of international agreements which are the grounds on which EBRD acts. 

The main situations when the mandatory prepayment occurs are as follows:

i. change of control – in the total amount of extended facilities, i.a, if (a) the Polish State Treasury ceases to be the owner of at least 10.270.800 shares in the Company and the shares purchased by the Polish State Treasury under the share issue with subscription rights, (b) any person other than the Polish State Treasury becomes the largest shareholder of the Company and the owner of at least 50% of issued share capital of the Company, or (c) any person other than the Polish State Treasury or a group of persons acting in agreement gets control over the Company, provided that the change of control with a permission granted by the majority of syndicated banks defined in the agreement or after fulfillment of the additional conditions in respect of, i.a., net debt ratio to operating income increased by depreciation (EBITDA) will not necessitate prepayment; 

ii. initial capital increase – in the amount equal to the funds raised in public offering (excluding the public offering now under way) or another increase of the initial capital of the Company or of other Material Member of the Ciech Group defined in the agreement (i.e., sureties, selected companies of the Ciech Group or companies of the Ciech Group with net assets in excess of 25 million PLN), however, after the fulfillment of the additional conditions, i.a., in respect of the Debt Ratio to Operating Income increased by Depreciation (EBITDA) the initial capital increase and funds raised thereunder will not necessitate prepayment; 

iii. cash surplus – should any quarterly financial statement by the Company, beginning from the financial statement for the period ending on December 31, 2013, report a surplus of the average cash level at the end of each quarter of the calendar year exceeding the ceilings set in the Facilities Agreement for individual periods – prepayment in the amount equal to such surplus; 

iv. sale of the enterprise (all assets) of Z.Ch. Alwernia S.A. and Vitrosilicon S.A. or sale of the shares in those companies – the entire aggregate amount of net proceeds from sales received in a quarter of the year goes towards credit pre-payment (excluding the exceptions identified in the Facilities Agreement); 

v. significant proceeds from any insurance policy for the loss or damage of asset elements or enterprise to the extent they are not earmarked for the replacement of the assets (excluding the exceptions identified in the Facilities Agreement); 

vi. illegality; 

vii. receipt of inflows under the future financing replacing the present financing by bonds issued by the Company in December 2007 worth 300 million PLN, in the amount not exceeding the worth of bonds as at the Facilities Agreement execution date – under the Facilities Agreement the terms of financing allow (a) to redeem the bonds without a need to contract any additional financing, and (b) in the event that the additional bond refinancing is obtained, they envisage facility prepayment in the amount equal to the refinanced debt under the bonds and 

viii. receipt of inflows under the financing replacing the credits granted pursuant to bilateral credit agreements entered by the Company with the following banks: Credit Agricole Corporate and Investment Bank S.A. Oddział w Polsce, BNP Paribas S.A., Oddział w Polsce and Fortis Bank S.A.- under the Facilities Agreement the terms of financing of the Ciech Group allow (a) to repay the credits granted pursuant to bilateral credit agreements, (b) the above-mentioned banks to accede the Facilities Agreement or (c) to obtain a replacement financing from other banks and to prepay the facilities granted pursuant to the Facilities Agreement in the aggregate amount equal to the whole amount of replacement financing. 

	Security interests 

	i. The security interests are as follows:

a. mortgages established over the real properties of the Company and the Affiliates;

b. register and financial pledges over shares in the Affiliates and Soda Deutschland Ciech GmbH;

c. register pledges over assets of the Company and the Affiliates;

d. financial pledges over bank accounts of the Company and the Affiliates;
e. assignments of rights under insurance policies issued in relation to the assets that are the subject of the security interests and conditional assignments of rights under intragroup loans or another type of credit instruments which will be used to distribute funds under the facilities to the Affiliates and material commercial contracts of the Affiliates and the Company;

f. guarantees granted by the Company and the Affiliates;

g. statement on the submission to execution made by the Company and the Affiliates;

h. powers of Attorney with respect to the bank accounts of the Company and the Affiliates;
Govora:

i. the following security interests shall be established by Govora in favour of the Lenders:

a. a guarantee;

b. an agreement for pledges over all bank accounts of Govora;

c. a voluntary submission to execution;
ii. Best Endeavours Security Documents relating to Govora i.e. the Security Documents in respect of which the Company shall use its best endeavours to obtain a waiver of any negative pledge covenant or a consent of any third party necessary to establish and register the relevant security interests:

a. an agreement for pledge over shares in Govora owned by the Company;

b. an agreement for pledge over movable assets of Govora; and
c. a mortgage over real properties of Govora.

	Other relevant provisions

	Under the Facilities Agreement the borrowers are obliged, among other things, to:

i. maintain the levels of the financial ratios set out in the Facilities Agreement, measured for the Ciech Group without the Soda Deutschland Ciech Group, tested quarterly: (i) the ratio of debt to operational results increased by depreciation/amortisation (the ratio of consolidated total net borrowings to consolidated EBITDA); (ii) the gearing ratio (consolidated total debt under selected facilities and bonds to the amount of the Company's share capital), (iii) debt service cover ratio, (iv) guarantor cover ratio (the gross assets and turnover of the guarantors with respect to the facilities to the gross assets and turnover of the Ciech Group, excluding the Soda Deutschland Ciech Group) and (v) the minimum cash level;

ii. not to establish any new security interests, except for the permitted security specified in the Facilities Agreement;

iii. not to dispose of assets, except for the permitted disposals specified in the agreement (including, in particular, the sale of a specific list of assets designated for sale and the disposals provided for in the Ciech Group's investment plan);

iv. not to declare or distribute dividend, except for the companies which the Company controls, directly or indirectly, in least 75% and Z. Ch. Alwernia S.A.;

v. not to incur financial debt and not to grant loans, credits, guarantees and sureties, except for the cases permitted in the Facilities Agreement;

vi. to incur investment outlays in the scope specified in the Facilities Agreement and the Group's investment plan;

vii. not to enter into derivative transactions, except for those permitted within the financial risk security policy accepted by consortium banks;

viii. if the conditions specified in the Facilities Agreement have been met – to establish registered pledges over individual movables with the value exceeding PLN 5 million.

In addition, the financial structure adopted in the Facilities Agreement ensures funds necessary for the Company to redeem the issued bonds in December 2012, provided that the Company meets the conditions for making the funds available as part of the facilities (one of such conditions was an accession of EBRD to the Facilities Agreement).
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