LOAN HUMBEY. 7759 CU

¥ N Agg@. mnmﬁr

.w-ad"k é;ﬂ,)’d\.-‘. ;M% lmnite AP

{Woter Supply Rehabilitation Project)

betwean
REPUBLIC OF GUATEMALA
and

INTERNATIONAL BANK FOR RECONSTRUCTLON
AND DEVELOPMENT

f r
ad  LAMA Aﬁitg é2€? , 1988

E‘l
re




Lo e

LOAN NOMBER 2759 €0
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b ) 0
AGREEMENT, dated .,.t:'u.tP Ofé . 1988,

b

herween BREPUBLIC OF CUA'I'EHALK {the Borrower) and INTERNATIONAL

p 4%

BANE FOR RECONSTRUCTLON AND DEVELOPHMERT (the Bank).

WHEREAS (A) the Borcower, having satisfied itself as to the
feasinhility and priority of the Project described in Schedule 2
o rhis Agreemeat, has requested the gank to  assist ino the
{inerncing of the Project;

(&) the Project will be carried out by the Municipalidad Ze
2lz ("Municipalidad™), acting through EMPAGUA (as definec
TTer) with the borrowev's assistance anc, as part of such |

1 -

noe, the Bovrower will nake available Lo the Muniginalldel i

H i i H N rored Ao o HE ey oA R
Dl owroceeds of The Lodi & provided 1n thiis Afreement; and

the Bank has agreed, on the basis, Inter

1o the Borrower upoi the terus |

Lo extens the Loan
ger forrn in this Agreement and in the Projelt |
he Bank and  The

even date  hed swith between U

wow THEREFORE the parties herato herehy agree as follows:
ANTICLE 1
Ceneral Conditions; nefinitionsg

Sectrion 1.01. The “General Conditions Applicable to Loan and
Cuarantee spreements’ of the Bank, dated January 1, 1985, with
rne last sentence of Section 3,02 deleted {the General Condi-
r{ions) constirute an integral part of this Agreenent.

Gection 1.02. Unless rhe context ofherwise requires, the
several terms defined in the GCeneral Conditions and in  che
preamble to this Agrecment have Che respective meanings thereiu
set forth and the following additional cs=rms have the following

meanings:
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(a) T"Project Agreement” means the agreement between the
Eank and the Municipalidad of even date herewith, as the same may
be amended from time O time, and such Cerm includes all

schedules and agreements supplemental to the Project Agreement;

(b) "Subsidiary Loan Agreement”  means the agreement,
together with all schedules thereto, tO be entered into between
the Borrower and the Municipalidad pursuant toO Section 3.01 (b)
of this Agreement, as the same may be amended from tiwme to time;

(¢) “Municipal Council Afreement” means the convenio signed
between the Municipalidad and the Borrower on May 21, 1971,
approved by the Fxecutive of the Borrower by means of an Acuerdo

cubertnutivoe, dated June 1, 1971, published in Fl Guatemalteco of

the same date;

(d) TEMPAGUA" means kmpresa Municipal de Agua de Guatemala,
estanlished pursuant to the Mormicipal Council Agreement;

(e) "¥evy Performance Targets” means the annual performance

rargers specilied in ccnedule 3 to the Project Agreement, as such
schedule mav be amended from rime tc¢ time by agreement between
the Bank and the Municipalidad;

(f) "Quetzales” means the currency of the Borrower;

” N
(g) C"EEGT means Empresa Flectrica de Cuatemala, S.A.; and

(h) “"Subsidiary Loan" means the loan to be extended by the
Borrower to the Municipalidad pursuant to Section 3.01 (b) of
this Agreement.

ARTICLE 1I
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on
the terms and conditions set forth or referred to in the Loan
Agreement, an amount in various currencies equivaleant to twenty
three million dollars (5$23,000,000).

B
Pl
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Section 2.02. (a) The amount of the Loan may be withdrawn
from the Loan Account in accordance with the provisions of Sched-
ule 1 to this Agreement, as such Schedule may be amended from
time to time by agreement between the Borrower and the Bank, for
expenditures made (or, if the Bank shall so agree, to be made) in
respect of the reasonable cost of goods and services required for

the Pro-ect described 1o Schedule 2 to this Agreement and to be
¢ out of the proceeds of the Loan and in respect of

res: and other charges on the Loan.

(r  Or. each of the semiannual interest payment dates speci-
ir fection 2.06 of this Agreement, the Bank shall, on behalf
.+ +re horrower, withdraw from the loan Account and pay to itself
the am wts Tequired to pay, on such date, interest and othev
(he Loan accrued and payable on or before the date net
reh, oo o up to the  amount allocated, in Schedule 1 to this

4s sucl Schedule may be amentes fron time to time by

+
—
"
2%
N

3

nerween the borrower and the Bans.

a/Teéeme

L%, The closing bate shal! be lLecember 31, 1995 or
<te as rhe Bank shall establish. The Bank shall
v tne Borrower of such later date.

.0L. The Borrower shall pav to the Bank a commit-
Fanl CLET the rate of three-fourthe of one per ceat (3/4 of
i per aanun on the principal amount of the Loan not withdrawn

L§
g
:
o

w2
.
il

i
.
a

fyor tize to time.

Se-rion 2.M05. (a) The Borrower shall pay 1interest on the

ncipzl amount of the Loan withdrawn and outstanding from time

lime &I a rate per annum for each Interest period equal to one

nslf percent per annum above the Cost of Qualified Borrowings for
- Gemester ending prior to the comrwencement of such

1
Tnterect Perind.

n) Ae¢ scon as practicable after the end of each Semester,
rhe Bans shall notify the Borrower of the Cost of Qualified

Borrowings for such Scmester.

t
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(¢) For purposes of this Section:

(1) T“Interest teriod” means the six-month period
comuencing on each date specified in Section 2.06
of this Agreement, including the Interest Period
in which this Agreement is signed. .

(i1) “Cost of Qualified Borrowings™ means the cost of
the outstanding borrowings of the Bank drawn down
after June 30, 1982, expressed as a percentage per
annut, as reasonably determined by the Bank.

(iil) “Semester” means the first six months or the
secon: six months of a calendar year,

Section 2.0¢. Interest and other charges shall be payable
semiannually or Mav 15 and November 15 in each year.

Section 2.77. The borrower shell repay the principal amount
of the Loan iu accordance with the amortization schedule ser
torth o Scobedute Y (o ity ARTeomant .,

Sectfvn Dok The Mantedpatddad - artdng fhy g Lrteaeita o
deslpnaled oo a tepresentatlve of Lhie Butlowel ol Lhe putlpusbes
of raking any actior required or permitted to be taken under the
provisious of Secvion 2,02 of this Agreement and Article V of the
General Conditions.

AXTICLE IIIX
txecut fon of the Project

Section 3.01. (a) The Borrower declares itrs commitment to
the objectives of the Project as sel forth Ln Schedule 2 to thiw
Agreement, and, to thls end, without any limitation or restric-
tion upon any of its other obligations under the Loan Agreement:
(1) undertakes that the Municipalidad, acting through EMPAGUA,
shall perform in accordaganTJIthnzﬁﬂ:mprovisions of the Project
Agreement all the obligations of the Municipalidad therein set
forth with respect of the I'roject; and (ii) shall take or cause
to be taken all action, including the provision of funds,
facilities, services and other resources, necessary or
appropriate to enable the Municipalidad, acting through EMPAGUA,
to perform such obligatiodﬁ and shall not take
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or permit to be taken any sctlion which would prevent or Intertere
with such performance;

{b) The Borrower shall relend the proceeds of the loan to
the Municipalidad under a subsidiary loan agreement to be entered
iczo between the Borrower zad the Municipalidad, for the purpose
of having the Municipalidac carry out the Project and under rerms
and conditions which shall have been approved by the Bank, which
rerms and conditions stzll provide, dinter alia: (i) an
sacrrizatvion schedule coinciding with the amovcization schedule
22t forth in Schedule 3 zo this Loan Agreement; (ii) that the

sidiary loan be derominated, disbursed and repaid in
trsetzales; and (iii) a weczinisz whereby the Municipalidad shall

reguired to repay tho suosidiary Loan and to pay interest and

arner charges to the Borrowsr in amounts suffilcient to enable the
borrower to repay that pertion c¢f the Loan corresponding to the

~s1iiary Loan, together vith irterest and other charges, at the
=x-hange rate prevailing &t the time of pavment.

“c) The Borrower shz.. exercise 1its rights under the Sub-
ginlzrv Loan Agreement io s.ch wanner as to protect the interests
Y re Borrower and the Et:ink and to accomplish the purposes of
Loan, and, except as t': hank shall otherwise agree, the Bor-
rower shall not assign, an.nd, abrogate or walve the Subsidiary
Lo Agreement or oany provi:ion thereof.,

-

Secrion 3.02. Excep: as the Bank shall otherwise agree
rrocurement of the goods, works and consultants' services
reguired for the Project exd to be financed out of the proceeds
¢t the Loan shall be goverced by the provisions of Schedule ! to

o

the Project Agreement,

Section 3.03. The Batk and the Borrower hereby agree that
the obligations set forth in Sections 9.04, 9.05, 9.06, 9.07,
9.08 and 9.09 of the Generzl Conditions (relating to insurance,
use of goods and services, plans and schedules, records and
reports, maintenance and land acqulsition, respectively) shall
be carried out by the Munictipalidad, acting through EMPAGUA,
pursuant to -Section 2,03 of the Project Agreement.
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'ARTICLE IV

Other Covenants

Ssection 4.01. The Borrower shall take all such measures as
shall be required to assist EMPAGUA: (1) to achieve the Key
Performance Targets, and any other financlal, cperational and
Project performance targets contained in the action plans to be
prepared pursuant to Section 2.09 of the Project hgreement; (11)
to acjust the structure of its tari‘fse and other charges as
referred to in Section 2.06 of the Project Agreement; (iii) rto
rake asy action which may be requirec to pe taken 1in order to
enaple EMPAGUA to satisfy the financiz. covenants contained in
sec-ions 4.03 and 4.04 of the Project sfreement; and (iv) to rake
any other action required to discharge any obligation under the
Proiell Agreement.

cection 4.07?. The Borrower shall furnish to the Bank, not
taver than October 31, 1988 & paymen: plan, satisfactory to the
bank, Lo pay to EEG, all the outstandiny debt owing by EMPAGUA to
Yoo ur to June 33, 198%K.

T

ARTICLE V
Remedies of the Baok

Section 5.01. Pursuant to Sectict 6.02 (k) of the General
Conditions, the following additional events are specified:

(a) The Municipalidad shall have failed to perform any of
its obligations under the Project Agre=ment.

(b) The Municipal Council Agreement shall have been amended
or wodified in a manner which shall materially and adversely
affect the ability of the Municipalidad to perform its
obligations under the Project Agreement.

_ (c) The Borrower or any other authority having jurisdiction
shall have taken any action for the dissolution or disestablish-
‘ment of EMPAGUA or for the suspension of its operations.

Gection 5.02. Pursuant to Section 7.01 (h) of the General
Conditions, the following additional events are specified:



ECNE ™

ST U UUSNy I

e P P

s

TS e b N by i b L

-7 -

(a) the event specifiai in paragraph (a) of Section 5.0l of
this Agreement shall occur and shall continue for a period of
sixty days after notice thereof shall have been given by the Bank

to the Borrower; and

(b) the events specitied in paragraphs (b) and (c) of Sec-
tion 5.01 of this Agreement shall occur.

ARTICLE VI

Effective Date; Termination

Sectior. €.01. The following events ere specified as addi-
tiona. conditions to the effectiveness oI the Lean Agreement
Ry

within the meaning of Section 12.0! (¢} 2f the General Condi-
rLa0ns: .

{a) rthar the Subsidiary Loan Agreeme~: has been executed on
behalt of 1is Boarrowe~ and the Manicirpzlices; and

(%) thar EMPAG 4 shall have furnicned to the Bank the
paymert pla. referred to in Section 4,727 of this Agreement.

Secticn .02, The followlng are specified as  additional
matters, within the meaning of Section 12.32 (c¢) of the General
itions, to be inzluded 1in the opiricn or opinions to be

4

furnished tc

he Banb:

(a) that the Project Agreement has been duly authorized or
ratified by the Municipalidad, and 1s legally binding upon the
Municipalidad in accordence with its terms;

(b)Y that the Subsidiary Loan Agreement has been duly
anthorized or ratified by the Borrower anci the Municipalidad and

is legally binding upon the Borrower and the Municipalidiad in

accordance with its terms;

(c) that the Municipal Council Agreement has not been
modified or amended and remaoins in force; and

(d) that EMPAGUA is fully empowered to take the actions
described in Schedule 2 to the Project Agreement, and that no
prior approval, clearance or other acknowledgement from any
office, department or agency of the Municipalidad is required.
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sectlon 6.03. The date of ﬂw&i&e?Q,‘mg? is hereby
gpecified for the purposes of Section 12,04 of the Ceneral
Conditions.

ARTICLE VII
Representative of the Borrower; Addresses

Section 7.0l. The Ministro de Finanzas of the Borrower is
designated as representacive of the Borrower for the purposes of
gection 11.03 of the General Conditions.

Section 7.02. The tollowing addresses arce specitied for the
purposes ol deatlon 11.01 of the Genera! Conditions:

For the Borvewer:

Vinisteric de Finanzas
Sa avenida, Calle 21-Zona 1
GuateLala

Guatemala

Cable address: Telex:
MINKFIP oy
Guatemala MINFIP GU

For the Bank:

International Bank for
Reconstruction and Development

1818 K Street, N.W.

Washington, D.C. 20433

Unlted States of America

(Cable address: Telex:
INTBAFRAD ' 440098 (ITT)
Washington, D.C. 248423 (RCA) or

64145 (WUL)

et e A i o -
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IN WITNESS WHERFOF, the parties hereto, acting through their
duly authorized representatives, have caused this Agreement to be

signed in their respective names in the District of Columbia,

Unired States of America, as of the -day and year first above
written. | ~

REPUBLIC OF GUATEMALA

/] Drean. todidle Uccloue et

By .
Authorized Representative

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

Ja] Dacren b et

By :
~XOQ, Regional Vice President
La

tff America and the Carfbbvean
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. SCHEDULE 1}

Ui.chdra{ml of the Proceeds of the Loan

. g .
1. The tahle below sets forth the Categories of items to be
the allocation of the

d the percentage of

financed out of the proceeds of the Loan,

amounts of the Loan U0 each Category an

expenditures for items #C tc be financed in each Category:

amount of the
Loan Allocated
(txpressed in

% of
Expenditures
to be Finapced

Categiory Dollar Equivalent)
(1) Consultant's 2,150,000

services under
part 4 of the
Project and
Training under
part A (5) of
the Project

(2) Equipment, 4,366,000
vehicles,
pipes, and
spare parts
under Parts B
and D of the
Project, ex-
cluding
part B (1)

(3) Coumputer 600,000
equipment
and accces-
sories

(A) Goods for 918,000
part B (1) of
the Project

100%

100% of fcoreign
expenditures;
1007 (ex-factory
costs) for
locally manu-
factured goods
internationally
procured; 30X of
local expendi-
tures for
imported goods
locally procured

100% of foreign
expenditures

100% of foreign
expenditures

e e e 3

g e
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Amount of the

Loan Allocated X of
{Expressed in Expenditures
Category Dollar Equivalent) ~ to be #Financed
(5) Goods for 6,516,000 100X of foreign
Part C of expenditures
the Project
(6) Civil works 62,000 302
for Part B (1) ‘
of the Project
(7) Civil works 814,000 30%
for pPart C
¢t the Project
(8) Civil works 74,000 301
for Parrts B (2),
B (4), B (5H) and
E (6) of the
Project
(9) Interest and 2,620,000 amounts due
other charges
on the Loan
until May lé,
1992
(10) Unallocatted 1,660,000
for physical
contingencles
(11) Unallocated for 2,620,000
price contin-
genciles
TOTAL 23,000,000
PSR TR IR SIS

2 For the purposes of this Schedule:

(a) the term “foreign expenditures” means expendltures in
the currency of any country other than that of the Borrower for
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[

goods or services supplied from the territory of any country
other than that of the Borrower; and

(b) the term "local expenditures™ wmeans expenditures in the
currency of the Borrower or for goods or services supplied from
the territory of the Borrower.

3. Notwithstanding the provisions of paragraph 1 above, no
withdrawals shall be made in respect of:

(a) payments made for expenditures prior to the date of
this Agreement, except that withdrawals may be made up to an
aggregate of $500,000 fcr expenditures made after June 30, 1Gk5
and prior to the date ol this Agreement;

(b) cCategories (2}, (%), (&), (5), (6), (7), and (&) yn
the Bank shall have rezeived evidence satisfactory to the Bank
that the contracts referred to in Section 2.06 of the Prof
Agreement have been enzer«d into, except that withdraweals
respect of expenditures incurred prior to the date of thas
Agreement, pursuant to the immediately preceding clause (a), may
be made before the Bank's receipt of such evidence;

‘e 0
1
1

(¢) payments made for expenditures for vehicles until the
Bank shall have received evidence satisfactory to the Bank that
EMPAGUA has implementel the procedures referred to in Section
2,07 of the Project Agreement; and :

(d) payments made for Part C of the Project, until the Bark
shall have recelved, ir form and substance satisfactory to the
Bank, the relevant feastblility studies and desipgne to be prepured
under Part A.3 of the Prciect.
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SCHREDULE 2
pescription of the Project

The objectives of the Project are to strengthen EMPAGUA's
capabilities to provide good service without recourse to operat-
iny subsidies.

The Project consists of the following parts, subject to such
modifications thereof as the Borrower and the Bank may agree upon
from time to time to achieve such obiectives:

Part A: Consultancy Services, Studies and Training

{. Strengthening EMPAGUA'S managerial and operational capabili-
ries through the introductioz of new management systems and pro-
cedures in the following arveas: (a) organization and manegement,
including organizarional functioms, planning and internal cow-
munications and controls; (b)) plant facilities' operation and
maintenance systems at pumping stations, treatment plants, deep
w2lls and related equipment; (¢) water disctribution and collec-
rion facilities; (d) metering and 1its repair and maintenance;
(e} finance and accounting, including tariff structure, control
procedures and cost systems; (f) personnel management; (g) com-
mercial practices, including meter reading, billing and collec~
rions; and (h) user relations.

2. Preparation of feasibility studies and designs, for expand-

ing the distribution cystems and transferring systems operated by
other entitles to EMPACUA.

3. Assessment of water resources for the greater metropolitan
area, including the groundwater potential and recharge system at
the valley of Guatemala and at the Xaya-Plxcaya area, and
simultaneous preparation of priority studies and designs for
tucreasing water production,

b Development and implementation of guidelines for perlodic
inventory and revaluation of assets. -
i

5e Development and implementation of a training program for
wanagers and staff through on-the~job training, local classroom
training and overseas visits and training.
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;

part B: Water Supply Systém‘Operational Improvements

1. Rehabilitation of approximately 35 deep wells, including
changing of pump impellers and installation of flow control

valves.

2. Rehabilitation works and quality improvements at water pump

stations.

lization of approximately 35 vehicles

3. Acquisition and util
activiries.

equipped for operational, maintenance and metering

4 Installation of approximately 140 kllometers of small mains
and pipelines connecting new wells and replacement of approxi-

mately 10,000 house connections.

5. Acquisition and installation of approximately 40,000
domestic water meters, 30 master meters and meter spare Darts.

6. Acquisition and utilizatton of equipnent and operating tools
for operating, controlling and administering water supply works,
including pitometry and flow measurements, cadaster of pipe
networks, cadaster of water users, leak detection and control,
network rehabilitation, radio-communications, meter shop
expansion, computer service expansion and improvement, and
customer service.

part C: Wwater Supply System Expansion

Construction of addirional capacity {n the Jocotenango ared
for incremental production of 0.6 cublc meters of water per

second.

part D: Imported Inputs

Acquisition and utilization of spare parts for vehicles,

pumps and other equipment.
* * *

The Project 1s expected to be completed by June 30, 1995.

i
£
A
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SCHEDULE 3

Amortization Sehedule
payment of principal
(Fxpressed it doliars)¥

g 9

e T4

Date Pazpent Qgg

noveuber 15

i

or each May 15 an
peginning May 15, 1997
chrough Novenber 15, 2001 : 1,150,600

—— —
this column represent dollar equivalents
¢ the respective dates of withdrawal.
Sections 3,04 an

* The figures in
determined as O
Genexal Conditions,

Seea

d 4.03.
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Premiuns‘on'rfepayment s

The following premiums are specified for the purposes of
Section 3.04 (b) of the General Conditions:

Time of Prepaymehg

hNot more than threc years

More

More

More

More

before maturizy

than three yeers but
not more than six years
before maturicy

than six vears but
not more than !l years
before maturityv

than |1 years but not
more than 13 vears
before maturity

than 13 years before
maturity

R Py T

frem{gg

The interest rate (ex—
pressed as a percentage
per annum) applicable to
the balance outstanding
on the Loan on the day
of prepayment multiplied
by:

73

.87

1.00
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