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LOAN NUMBER 4315 TU

Loan Agreenent

(Cesne- Al acati Water Supply and Sewerage Project)

bet ween

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVELOPMENT

and

CESME- ALACATI UNI ON

Dated May 8, 1998

LOAN NUMBER 4315 TU
LOAN AGREEMENT

AGREEMENT, dated May 8, 1998, between the | NTERNATI ONAL BANK FOR
RECONSTRUCTI ON AND DEVELOPMENT (the Bank) and the CESME- ALACATI UNI ON
(the Borrower).

WHEREAS (A) Republic of Turkey (the Guarantor) and the Borrower,
havi ng been satisfied as to the feasibility and priority of the Project
described in Schedule 2 to this Agreenent, have requested the Bank to
assist in the financing of the Project;

(B) by an agreenent (the Guarantee Agreenent) of even date
herewi t h between the Guarantor and the Bank, the Guarantor has agreed to
guarantee the obligations of the Borrower in respect of the Loan and to
undert ake such other obligations as set forth in the Guarantee Agreenent;
and

WHEREAS t he Bank has agreed, on the basis, inter alia, of the
foregoing, to extend the Loan to the Borrower upon the terns and
conditions set forth in this Agreenent;

NOW THEREFORE t he parties hereto hereby agree as follows:



ARTI CLE |
General Conditions; Definitions

Section 1.01. The “Ceneral Conditions Applicable to Loan and
Guar antee Agreenents for Single Currency Loans” of the Bank, dated My
30, 1995 (as amended through Decenber 2, 1997) (the General Conditions)
constitutes an integral part of this Agreement.

Section 1.02. Unless the context otherw se requires, the several
terms defined in the General Conditions have the respective meani ngs
therein set forth and the follow ng additional terms have the foll ow ng
meani ngs:

(a) “Borrower’s Statutes” nmeans Decree No. 97/9933 of Septenber
8, 1997, of the Council of Mnisters of the Guarantor providing for the
establi shnent of the Borrower in accordance with the provisions of
Articles 133-148 of Minici pal Law 1580 of the CGuarantor;

(b) “Quarantor’s Laws” neans Minici pal Law No. 1580 and
Muni ci pal Revenue Law No. 2464 of the CGuarantor;

(c) “private operator” neans the enterprise with which the
Borrower shall enter into a nanagenment contract to operate the Borrower’s
wat er supply and sewerage systens in accordance with paragraph 1 of
Schedule 5 to this Agreenent;

(d) “Project Inplenentation Guidelines” nmeans the guidelines for
i mpl ementati on of the Project adopted by the Borrower on March 13, 1998,
as such Project Inplenmentation Guidelines may be amended fromtinme to
time in agreement with the Bank; and

(e) “Special Account” means the account referred to in Section
2.02 (b) of this Agreenent.
ARTI CLE 11
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the termns
and conditions set forth or referred to in the Loan Agreenent, an anount
equal to thirteen million one hundred thousand Dollars ($13, 100, 000).

Section 2.02. (a) The anpunt of the Loan nay be withdrawn fromthe
Loan Account in accordance with the provisions of Schedule 1 to this
Agreement for expenditures made (or, if the Bank shall so agree, to be
made) in respect of the reasonabl e cost of goods and services required
for the Project described in Schedule 2 to this Agreenment and to be
financed out of the proceeds of the Loan.

(b) The Borrower may, for the purposes of the Project, open and
maintain in Dollars a special deposit account in the Central Bank of the
Guarantor or a conmercial bank acceptable to the Bank on terns and
conditions satisfactory to the Bank including protection against set-off,
sei zure and attachment. Deposits into, and paynents out of, the Special
Account shall be made in accordance with the provisions of Schedule 6 to
this Agreenent.

Section 2.03. The Cosing Date shall be December 31, 2003, or such
|l ater date as the Bank shall establish. The Bank shall pronptly notify
the Borrower of such |ater date.

Section 2.04. The Borrower shall pay to the Bank a conmitnent
charge at the rate of three-fourths of one percent (3/4 of 1% per annum
on the principal amount of the Loan not withdrawn fromtime to time.

Section 2.05. (a) The Borrower shall pay interest on the principal



anount of the Loan wi thdrawn and outstanding fromtine to tinme, at a rate
for each Interest Period equal to LIBOR Base Rate plus LIBOR Tot al
Spr ead.

(b) For the purposes of this Section:

(i) “Interest Period” nmeans the initial period fromand
including the date of this Agreenment to, but
excluding, the first Interest Paynent Date occurring thereafter,

and after the initial period, each period fromand incl udi ng
an | nterest Paynment Date to, but excluding the
next follow ng I nterest Paynent Date.

(ii) “Interest Payment Date” neans any date specified in
Section 2.06 of this Agreenent.

(iii) “LIBOR Base Rate” neans, for each Interest Period,
the London interbank offered rate for six-nonth
deposits in Dollars for value the first day of such Interest

Period (or, in the case of the initial Interest
Period, for value the Interest Paynent Date
occurring on or next preceding the first day of such Interest Period),

as reasonably determ ned by the Bank and expressed as
a percentage per annum

(iv) “LI BOR Total Spread” neans, for each Interest Period:
(A) one half of one percent (1/2 of 19%; (B)
m nus (or plus) the weighted average margin, for such Interest
Peri od, bel ow (or above) the London interbank offered
rates, or other reference rates, for six-nonth
deposits, in respect of the Bank’s outstandi ng borrow ngs or
portions thereof allocated by the Bank to fund single
currency |l oans or portions thereof made by it
that include the Loan; as reasonably determned by the Bank and
expressed as a percentage per annum

(c) The Bank shall notify the Guarantor and the Borrower of
LI BOR Base Rate and LIBOR Total Spread for each Interest Period, pronptly
upon the determ nation thereof.

(d) Wienever, in light of changes in narket practice affecting
the determination of the interest rates referred to in this Section 2.05,
the Bank determines that it is in the interest of its borrowers as a
whol e and of the Bank to apply a basis for determining the interest rates
applicable to the Loan other than as provided in said Section, the Bank
may nodify the basis for determining the interest rates applicable to the
Loan upon not less than six (6) nonths’ notice to the Guarantor and the
Borrower of the new basis. The basis shall become effective on the expiry
of the notice period unless the Borrower notifies the Bank during said
period of its objection thereto, in which case said nodification shall
not apply to the Loan.

Section 2.06. Interest and other charges shall be payable June 15
and Decenber 15 in each year.

Section 2.07. The Borrower shall repay the principal anmount of the
Loan in accordance with the anortization schedule set forth in Schedule 3
to this Agreenent.

ARTICLE |11
Execution of the Project
Section 3.01. (a) The Borrower declares its commitment to the
obj ectives of the Project as set forth in Schedule 2 to this Agreenent,

and, to this end, shall carry out the Project with due diligence and
efficiency and in conformty with appropriate adninistrative, financial,



engi neering, environmental and public utility practices, and shall
provi de, or cause to be provided, pronptly as needed, the funds,
facilities, services and other resources required for the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of
this Section and except as the Bank and the Borrower shall otherw se
agree, the Borrower shall carry out the Project in accordance with the
Project Inplementati on Guidelines and with the |Inplenmentation Program set
forth in Schedule 5 to this Agreenent.

Section 3.02. For the purpose of financing expenditures required
for the Project, the Borrower shall: (a) not l|later than Decenber 31,
1998, open and maintain an account in a comercial bank with an initial
deposit of not |ess than the equival ent of one hundred thousand Dol |l ars
($100,000); (b) not later than Decenber 31, 1999, increase said deposit
to not |ess than the equival ent of three hundred thousand Dol l ars
($300,000); and (c) not later than the |ast day of each cal endar quarter
until Project conpletion, replenish the anbunt in said account to the
| evel of the amount on the first day of the respective cal endar quarter.

Section 3.03. Except as the Bank shall otherw se agree, procurenent
of the goods, works, and consultants’ services required for the Project
and to be financed out of the proceeds of the Loan shall be governed by
the provisions of Schedule 4 to this Agreenent.

Section 3.04. For the purposes of Section 9.08 of the General
Conditions and without |limtation thereto, the Borrower shall:

(a) prepare, on the basis of guidelines acceptable to the Bank
and furnish to Bank not later than six (6) nmonths after the C osing Date
or such later date as may be agreed for this purpose between the Borrower
and the Bank, a plan for the future operation of the Project; and

(b) afford the Bank a reasonabl e opportunity to exchange vi ews
with the Borrower on said plan.

ARTI CLE |V
Fi nanci al Covenants
Section 4.01. (a) The Borrower shall maintain records and accounts
adequate to reflect in accordance with sound accounting practices its

operations and financial condition and to register separately the
operations, resources and expenditures related to the Project.

(b) The Borrower shall:
(i) have its records, accounts and financial statenents
(bal ance sheets, statenents of i ncome and expenses and

rel ated statenents) including those for the Special Account
for each fiscal year audited, in accordance with appropriate
audi ting principles consistently applied, by
i ndependent auditors acceptable to the Bank who shall be
enpl oyed by Septenber 30, 1998.

(ii) furnish to the Bank as soon as available, but in any
case not later than six (6) mont hs after the end
of each such year: (A) certified copies of the financial

statenents referred to in paragraph (a) above for
such year as so audited; and (B) the report of such audit by
said auditors, of such scope and in such detail as the

Bank shall have reasonably requested; and

(iii) furnish to the Bank such other information concerning
sai d records, accounts and financial statements
as well as the audit thereof as the Bank shall fromtine to

ti me have reasonably requested.



(c) For all expenditures with respect to which withdrawals from
the Loan Account were nade on the basis of statements of expenditure, the
Borrower shal |

(i) mai ntain, in accordance with paragraph (a) of this
Section, records and account refl ecting such
expendi t ures;

(ii) retain, until at |east one year after the Bank has
received the audit report for the fiscal year in
which the last withdrawal fromthe Loan Account was nade, al

records (contracts, orders, invoices, bills, receipts
and ot her documents) evi denci ng such
expendi t ures;

(iii) enable the Bank's representatives to exan ne such
records; and

(iv) ensure that such records and accounts are included in
the annual audit referred to in paragraph (b) of this
Section and that the report of such audit contains a

separate opinion by said auditors as to whether the
statenents of expenditure submitted during such
fiscal year, together with the procedures and interna

controls involved in their preparation, can be relied
upon to support the rel ated wi t hdr awal s

Section 4.02. The Borrower shall:

(a) furnish to the Bank, by Cctober 31 of each cal endar year,
the proposed tariff policy to be put into effect the foll ow ng cal endar
year;

(b) establish tariffs which would allow the Borrower, under
conditions of efficient operation at reasonable |evels of capacity
utilization, to cover: (i) the operating costs of the Borrower; (ii)
the charges of the private operator for recurrent costs arising from
operating the water supply and sewerage systens and providi ng services,
including, inter alia, personnel, energy, general maintenance, chemcals
and ot her consumables; (iii) contributions by the Borrower, satisfactory
to the Bank, to its future investnent program and (iv) all debt service
paynents of the Borrower;

(c) adjust said tariffs each nonth to reflect changes in the
Consumer Price |Index of the Guarantor or other indicator acceptable to
the Bank during the previous nonth; and

(d) without limtation upon the foregoing , during the nonths of
July and August starting in the 2000 cal endar year, charge tariffs that
are two times the tariffs charged during the previous month of June

Section 4.03 The Borrower shall: (a) follow ng review and
agreenent with the private operator, furnish to the Bank for its review
and approval, not later than Cctober 31 of each cal endar year, its
i nvestnent plan for the next cal endar year, together with the tentative
investnent plan until conpletion of the Project; (b) ensure that said
i nvestnent plans separate the investment plan for utilization of funds
allocated to investnents in urgent repairs and upgradi ng of the water
supply and sewerage systens; (c) put into effect the investnent plan for
the next cal endar year as agreed with the Bank; and (d) utilize the
resources allocated to the urgent repairs and upgrading of the water
supply and sewerage systens under Parts B (5) and C (4) of the Project
only after the execution of the managenent contract with the private
oper at or.

Section 4.04 (a) Except as the Bank shall otherw se agree, the



Borrower shall: (i) not incur any debt maturing by its ternms nore than
one year after the date on which it is originally incurred; and (ii) not
make any |l oan to any other entity, including the nunicipalities of Cesne
and Al acati .

(b) For purposes of this Section, debt shall be deenmed to be
incurred: (A) under a |loan contract or agreenent or other instrument
providing for such debt or for the nodification of its ternms of paynent
on the date of such contract, agreement or instrument; and (B) under a
guar antee agreenent, on the dates the agreement providing for such
guar antee has been entered into.

ARTI CLE V
O her Covenants
Section 5.01. The Borrower shall:
(a) carry on its operations and conduct its affairs in
accordance with sound adm nistrative, financial, engineering,
environmental and public utility practices under the supervision of

qualified and experi enced nmanagenent assisted by conpetent staff in
adequat e nunmbers and in close coordination with the private operator;

(b) at all tines operate and nmaintain its plants, nmachinery,
equi pnent and other property, and fromtine to time, pronptly as needed,
make all necessary repairs and renewal s thereof, all in accordance with

sound engi neering, financial, environnental and public utility practices
and in close coordination with the private operator; and

(c) take out and nmaintain with responsible insurers, or nmake
other provision satisfactory to the Bank for, insurance against such
risks and in such amounts as shall be consistent with appropriate
practice.

ARTI CLE VI
Renedi es of the Bank

Section 6.01. Pursuant to Section 6.02 (p) of the General
Condi tions, the follow ng additional events are specified:

(a) The Guarantor’s Laws or the Borrower’'s Statutes shall have
been anended, suspended, abrogated, repeal ed or waived so as to affect
materially and adversely the ability of the Borrower to perform any of
its obligations under this Agreement or to achieve the objectives of the
Proj ect .

(b) The Borrower shall have failed to take, to the satisfaction
of the Bank, the corrective nmeasures required to ensure that the quality
and quantity of the water discharged fromthe Al acati sea outfall neets

the standards agreed with the Bank.

Section 6.02. Pursuant to Section 7.01 (h) of the General
Condi tions, the follow ng additional events are specified:

(a) the event specified in paragraph (a) of Section 6.01 of this
Agreement shall occur; and

(b) the event specified in paragraph (b) of Section 6.01 of this
Agreement shall occur and shall continue for a period of sixty 60 days
after notice thereof shall have been given by the Bank to the Borrower.

ARTI CLE VI |

Ef fective Date; Term nation



Section 7.01. The following events are specified as additional
conditions to the effectiveness of the Loan Agreement within the neaning

of Section 12.01 (c) of the General Conditions:

(a) that the Municipalities of Cesme and Al acati have furnished
to the Bank a letter of undertaking to provide funds to the Borrower

required for the inplenmentation of the Project;

and

(b) that consultants have been appointed, under terns of
reference satisfactory to the Bank and pursuant to Part B.1 of Section Il
of Schedule 4 to this Agreenent, for the purposes of assisting the
Borrower in the enploynment of the private operator.

Section 7.02. The date ninety (90) days after the date of this
Agreement is hereby specified for the purposes of Section 12.04 of the

Ceneral Conditions.

ARTI CLE VI |

Representative of the Borrower;

Addr esses

Section 8.01. The President of the Borrower is designated as
representative of the Borrower for the purposes of Section 11.03 of the

Ceneral Conditions.

Section 8.02. The followi ng addresses are specified for the

pur poses of Section 11.01 of the General

For the Borrower:

Cesne- Al acati Uni on

Cevre Korunma Altyapi Tesisleri

Yapnma ve Isletnme Birligi
Cunmhuriyet Meydani No: 2
Cesme-lzmr

Republic of Turkey

For the Bank:

International Bank for

Reconstruction and Devel opnent

1818 H Street, N W
Washi ngton, D.C. 20433
United States of Anerica

Cabl e address:

| NDEVAS
Washi ngton, D.C

IN WTNESS WHERECF, the parties hereto,
aut hori zed representatives, have caused this Agreenent to be signed in
their respective nanmes in Ankara, Republic of Turkey, as of the day and

year first above witten.

CESME- ALACATI UNI ON

By /s/ Nuri

Ertan

Condi ti ons:

Tel ex:
248423 (M) or
64145 (M)

acting through their duly

Aut hori zed Representative



I NTERNATI ONAL BANK FOR
RECONSTRUCTI ON AND DEVELOPMENT

By /s/ Ajay Chhibber

Regi onal

Vi ce President

Europe and Central Asia

SCHEDULE 1

Wt hdrawal of the Proceeds of the Loan

1. The table below sets forth the Categories of

items to be financed

out of the proceeds of the Loan, the allocation of the ambunts of the

Loan to each Category and the percentage of expenditures for

be financed in each Category:

Expendi t ures
Cat egory
Fi nanced

(1) Cvil works

(a) under Part B of the
Proj ect (except Part B (5))

(b) under Part C of the
Proj ect (except Part C (4))

(c) under Parts B (5)
and C (4) of the Project

(2) Goods:

(a) under Part A (1)

100% of foreign

of the Project (office
expendi tures, 100%

equi pnent), under Part B
| ocal expenditures

of the Project (except
(ex-factory cost and 85%

Part B (5)) and under
expendi t ures

Part C of the Project
procured

(except Part C (4))

(b) under Parts B (5)
and C (4) of the Project

(3) Consul t ant services
audi ting services,
training and private
operator fees

Anmount of the
Loan Al l ocated
(Expressed in

Dol | ar Equi val ent)

400, 000

7, 300, 000

400, 000

600, 000

400, 000

4, 000, 000

itens so to

% of

to be

85%

61%

85%

of

of | ocal

for other itens

| ocal ly

100%



TOTAL 13, 100, 000

2. For the purposes of this Schedul e:

(a) the term“foreign expendi tures” nmeans expenditures in the
currency of any country other than that of the Borrower for goods or
services supplied fromthe territory of any country other than that of
the Borrower; and

(b) the term“local expenditures” nmeans expenditures in the
currency of the Borrower or for goods or services supplied fromthe
territory of the Borrower.

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s
shall be made in respect of paynents nade for expenditures prior to the
date of this Agreenent.

4. The Bank nmay require withdrawals fromthe Loan Account to be nade
on the basis of statements of expenditure for expenditures for: (a)
contracts for goods and works not exceeding $100, 000 equi val ent; (b)
contracts for enploynment of consulting firnms not exceedi ng $100, 000

equi valent; and (c) contracts for enployment of individual consultants
not exceedi ng $50, 000 equi val ent, each under such terns and conditions as
the Bank shall specify by notice to the Borrower.

SCHEDULE 2
Description of the Project

The objectives of the Project are to: (a) devel op new institutional
arrangenents for managenent of water supply and sewerage services in the
Cesne- Al acati area; (b) increase efficiency in the delivery of said
services through the operation of said services by a private operator;
and (c) inprove water quality, sewerage service and environnental
conditions in said area.

The Project consists of the followi ng parts, subject to such
nmodi fications thereof as the Borrower and the Bank may agree upon from
time to time to achi eve such objectives:

Part A Institutional Devel opnent

(1) Est abl i shmrent of the Borrower’s technical and financial nmanagenment
systens, including auditing, and the provision of consultants’ services,
training and of fi ce equi pnent for the purpose.

(2) Assisting the Borrower in the enploynent and nonitoring of the
performance of the private operator for inproved water and sewerage
servi ces through the provision of consultants’ services.

(3) Strengt hening the Borrower in Project supervision activities
t hrough the provision of consultants’ services.

(4) Strengt hening the Borrower in environnmental matters, including the
moni toring and protection of sea water quality, through the provision of
consul tants’ services.

Part B: Wat er Supply System

(1) Carrying out of hydrogeol ogical investigations of the wells in the
Ildir area and inprovenents in district nmetering and chlorinati on.

(2) Rel ocation of the wells in the Ildir area and rehabilitation of the
punpi ng stations to inprove their operational condition.

(3) Construction of a water barrier about 500m | ong conprised of about



330 injection wells to an average depth of about 40mto protect the
aquifer in the Ildir area fromsea water intrusion.

(4) Supply and installation of equipment for water production, district
metering and chlorinati on.

(5) Urgent repairs to and upgradi ng of the water supply system

(6) M nor service extensions of the water supply system

Part C Sewer age Wor ks

(1) Devel opnent and i nprovenent of the sewerage network, consisting of
upgr adi ng and expansi on of the sewerage network through the construction
of the main sewer pipes fromthe Cesne area to Ilica, and the

construction of the sewerage networks, including house discharges, in the
areas of Cesne, Alacati and I|lica.

(2) Acqui sition and installation of equipnment for four selected punping
stations.
(3) Construction of a pre-treatnent sewerage plant for the conbi ned

waste water flow from Cesne and Al acati to discharge into the sea through
the existing Al acati sea outfall.

(4) Urgent repairs to and upgradi ng of the sewerage system
* % *
The Project is expected to be conpleted by June 30, 2003.
SCHEDULE 3
Anortization Schedul e

Paynent of Principal
Dat e Payment Due (Expressed in Dollars)**

On each June 15 and Decenber 15

begi nni ng Decenber 15, 2003
through Decenber 15, 2014 545, 000

On June 15, 2015 565, 000



* The figures in this colum represent the amount in Dollars to be repaid,
except as provided in Section 4.04 (d) of the General Conditions.

SCHEDULE 4

Pr ocur enent
Section |. Procurenent of Good and Wrks
Part A Gener al

Goods and works shall be procured in accordance with the provisions
of Section | of the “Cuidelines for Procurement under |BRD Loans and | DA
Credits” published by the Bank in January 1995 and revised in January and
August 1996 and Sept ember 1997 (the CGuidelines) and the foll ow ng
provisions of this Section.

Part B: I nternational Conpetitive Bidding

Except as otherwi se provided in Part C of this Section, works shall
be procured under contracts awarded in accordance with the provisions of
Section Il of the Guidelines and paragraph 5 of Appendix | thereto.

Part C O her Procurenent Procedures
1. Nati onal Conpetitive Bidding

Works estimated to cost |ess than $3,500,000 equival ent per
contract, up to an aggregate anmount not to exceed $4, 000, 000 equi val ent,
may be procured under contracts awarded in accordance with the provisions
of paragraphs 3.3 and 3.4 of the Cuidelines;

2. I nternational Shopping

Goods estimated to cost |ess than $400, 000 equi val ent per contract,
up to an aggregate anpunt not to exceed $500, 000 equival ent, may be
procured under contracts awarded on the basis of international shopping
procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of
the Guidelines.

3. Nat i onal Shoppi ng

Goods estimated to cost |ess than $100, 000 equi val ent per contract,
up to an aggregate anpunt not to exceed $500, 000 equival ent, may be
procured under contracts awarded on the basis of national shopping
procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of
the Guidelines.

4, Procurenent of Small Works

Works estimated to cost | ess than $100, 000 equi val ent per contract,
up to an aggregate not to exceed $500, 000 equival ent, nay be procured
under lunmpsum fixed price contracts awarded on the basis of quotations
obtained fromthree (3) qualified domestic contractors in response to a
witten invitation. The invitation shall include a detailed description
of the works, including basic specifications, the required conpletion
date, a basic form of agreenent acceptable to the Bank, and rel evant



drawi ngs, where applicable. The award shall be nade to the contractor
who offers the | owest price quotations for the required work, and who has
the experience and resources to conplete the contract successfully.

Part D: Revi ew by the Bank of Procurenment Decisions
1. Pr ocurenent Pl anni ng

Prior to the issuance of any invitations to prequalify for bidding
or to bid for contracts, the proposed procurenent plan for the Project
shall be furnished to the Bank for its review and approval, in accordance
with the provisions of paragraph 1 of Appendix 1 to the Cuidelines.
Procurenent of all goods and works shall be undertaken in accordance with
such procurenent plan as shall have been approved by the Bank, and with
the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect: (i) to all contracts awarded on the basis of the
provisions of Part B of this Section; and (ii) the first contract and all
contracts estimated to cost the equival ent of $1, 000,000 or nore awarded
on the basis of the provisions of Part C.1 of this Section, the
procedures set forth in paragraphs 2 and 3 of Appendix 1 to the
Gui del i nes shal |l apply.

(b) Wth respect to the first contract awarded on the basis of the
provisions of Part C. 4 of this Section, the follow ng procedures shall

apply:

(i) prior to the execution of the contract, the Borrower
shal |l provide the Bank a copy of the specifications
and the draft contract; and

(ii) in addition, the procedures set forth in paragraphs 2
(f) and 2 (g) and 3 of Appendix 1 to the
Gui del i nes shal |l apply.

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this
Part, the procedures set forth in paragraph 4 of Appendix 1 to the
Gui del i nes shal |l apply.
Section |I. Enpl oynent of Consultants
Part A Gener al

Consul tants’ services shall be procured in accordance with the
provi sions of the Introduction and Section IV of the “Guidelines:

Sel ection and Enpl oynent of Consultants by World Bank Borrowers”
publ i shed by the Bank in January 1997 (the Consultant Guidelines) and the

follow ng provisions of Section Il of this Schedul e.
Part B: Qual ity- and Cost-based Sel ection
1 Except as otherwi se provided in Part C of this Section,

consul tants’ services, including the services of consultants to assist
the Borrower in enploying the private operator and the services of the
private operator, shall be procured under contracts awarded in accordance
with the provisions of Section Il of the Consultant Guidelines, paragraph
3 of Appendix 1 thereto, Appendix 2 thereto, and the provisions of

par agraphs 3. 13 through 3.18 thereof applicable to quality- and
cost-based sel ection of consultants.

2. The follow ng provisions shall apply to consultants services to be
procured under contracts awarded in accordance with the provisions of the
precedi ng paragraph. The short list of consultants for services for



construction supervision and auditing estimated to cost |ess than
$200, 000 equi val ent per contract, may conprise entirely national
consultants in accordance with the provisions of paragraph 2.7 of the
Consul tant Cui del i nes.

Part C O her Procedures for the Selection of Consultants
1. Least-cost Sel ection

Services for auditing under Part A of the Project estinmated to cost
| ess than $200, 000 equi val ent per contract may be procured under
contracts awarded in accordance with the provisions of paragraphs 3.1 and
3.6 of the Consultant Cuidelines.

2. I ndi vi dual Consultants

Services for financial and engi neering service assistance under
Part A of the Project shall be procured under contracts awarded to
i ndi vidual consultants in accordance with the provisions of paragraphs
5.1 through 5.3 of the Consultant GCuidelines.

Part D: Revi ew by the Bank of the Sel ection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals,
the proposed plan for the selection of consultants under the Project
shall be furnished to the Bank for its review and approval, in accordance
with the provisions of paragraph 1 of Appendix 1 to the Consultant
Quidelines. Selection of all consultants’ services shall be undertaken
in accordance with such selection plan as shall have been approved by the
Bank, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of
consulting firnms estimated to cost the equival ent of $50,000 or nore, the
procedures set forth in paragraphs 1, 2 (other than the third
subpar agraph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant
Gui del i nes shal |l apply.

(b) Wth respect to each contract for the enpl oynent of
i ndi vidual consultants estimated to cost the equival ent of $50,000 or
nmore, the qualifications, experience, terms of reference and terns of
enpl oyment of the consultants shall be furnished to the Bank for its
prior review and approval. The contract shall be awarded only after said
approval shall have been given.

3. Post Revi ew

Wth respect to each contract not governed by paragraph 1 of this
Part, the procedures set forth in paragraph 4 of Appendix 1 to the
Consul t ant Gui del i nes shall apply.

SCHEDULE 5
I mpl enent ati on Program

1. Except as the Borrower shall otherw se agree, the Borrower shall,
by March 31, 1999, enploy the private operator to operate the water and
sewer age systens on the basis of a managenent contract with ternms and
condition satisfactory to the Bank.
2. The Borrower shall:

(a) mai ntain policies and procedures adequate to enable it to
moni tor and eval uate on an ongoi ng basis, in accordance with the



i ndi cators agreed upon between the Borrower and the Bank, the carrying
out of the Project and the achi evenent of the objectives thereof;

(b) prepare, under terns of reference satisfactory to the Bank,
and furnish to the Bank, by October 31 of each year, a report integrating
the results of the nonitoring and eval uation activities perforned
pursuant to paragraph (a) of this Section, on the progress achieved in
the carrying out of the Project during the period preceding the date of
said report and setting out the measures recomended to ensure the
efficient carrying out of the Project and the achi evement of the
obj ectives thereof during the period follow ng such date;

(c) review wi th the Bank, by Decenber 31 of each year, the
report referred to in subparagraph (b) of this paragraph, and,
thereafter, take all nmeasures required to ensure the efficient conpletion
of the Project and the achi evenent of the objectives thereof, based on
the concl usions and recomendati ons of the said report and the Bank views
on the matter.

3. The Borrower shall, until conpletion of the Project and thereafter
as environmental ly required: (a) nonitor, on a regular basis and in
accordance with standards and procedures satisfactory to the Bank, the

quality of the water near the sea outfall at Alacati, including the
sanpling of water for specific parameters, to assess the physical
condition of said sea outfall; and (b) if corrective action is required,

promptly take all measures necessary in a tinmely nanner to restore the
quality of the water to standards acceptable to the Bank.

4. The Borrower shall, by Septenber 30, 1998, prepare and furnish to
the Bank a plan, satisfactory to the Bank, providing for the phase-out of
privatel y-owned wells for which | egal pernmits have not been issued or

whi ch are being operated in violation of municipal or national health
requirements.

SCHEDULE 6
Speci al Account
1. For the purposes of this Schedul e:

(a) the term“eligible Categories” nmeans Categories (1), (2) and
(3) set forth in paragraph 1 of Schedule 1 to this Agreenent;

(b) the term“eligible expenditures” neans expenditures in
respect of the reasonabl e cost of goods and services required for the
Project and to be financed out of the proceeds of the Loan allocated from
time totime to the eligible Categories in accordance with the provisions
of Schedule 1 to this Agreenment; and

(c) the term“Authorized Allocation” neans an anount equi val ent
to $1, 000,000 to be wi thdrawn fromthe Loan Account and deposited into
the Special Account pursuant to paragraph 3 (a) of this Schedul e,
provi ded, however, that unless the Bank shall otherw se agree, the
Aut horized Al l ocation shall be linmted to an amount equivalent to
$500, 000 until the aggregate amount of wi thdrawals fromthe Loan Account
plus the total anmpunt of all outstanding special commitments entered into
by the Bank pursuant to Section 5.02 of the General Conditions shall be
equal to or exceed the equival ent of $2,000, 000.

2. Paynents out of the Special Account shall be made exclusively for
eligible expenditures in accordance with the provisions of this Schedul e.

3. After the Bank has received evidence satisfactory to it that the
Speci al Account has been duly opened, withdrawals of the Authorized

Al l ocation and subsequent withdrawals to repl enish the Special Account
shall be made as foll ows:



(a) For withdrawal s of the Authorized Allocation, the Borrower
shall furnish to the Bank a request or requests for deposit into the
Speci al Account of an ampunt or anounts which do not exceed the aggregate
anount of the Authorized Allocation. On the basis of such request or
requests, the Bank shall, on behalf of the Borrower, w thdraw fromthe
Loan Account and deposit into the Special Account such amount or amounts
as the Borrower shall have requested.

(b) (i) For repl eni shment of the Special Account, the
Borrower shall furnish to the Bank
requests for deposits into the Special Account at such intervals as the
Bank shal | speci fy.

(ii) Prior to or at the tine of each such request, the
Borrower shall furnish to the Bank the documents
and ot her evidence required pursuant to paragraph 4 of this
Schedul e for the paynent or paynents in respect of

whi ch repl eni shnent is requested. On the
basi s of each such request, the Bank shall, on behalf of the

Borrower, withdraw fromthe Loan Account and deposit
into the Special Account such anount as the Borrower

shal | have requested and as shall have been shown by said

docurments and ot her evidence to have been paid out of
the Special Account for eligible expenditures. Al
such deposits shall be wi thdrawn by the Bank fromthe

Loan Account under the respective eligible
Categories, and in the respective
equi val ent anounts, as shall have been justified by said docunments and
ot her evi dence.

4. For each paynent nade by the Borrower out of the Special Account,
the Borrower shall, at such time as the Bank shall reasonably request,
furnish to the Bank such docunents and ot her evidence show ng that such
paynent was made exclusively for eligible expenditures.

5. Not wi t hst andi ng the provisions of paragraph 3 of this Schedule, the
Bank shall not be required to make further deposits into the Speci al
Account:

(a) if, at any tine, the Bank shall have deternined that all
further withdrawal s should be made by the Borrower directly fromthe Loan
Account in accordance with the provisions of Article V of the General
Condi tions and paragraph (a) of Section 2.02 of this Agreenent;

(b) if the Borrower shall have failed to furnish to the Bank,
within the period of time specified in Section 4.01 (b) (iii) of this
Agreement, any of the audit reports required to be furnished to the Bank
pursuant to said Section in respect of the audit of the records and
accounts for the Special Account;

(c) if, at any tine, the Bank shall have notified the Borrower
of its intention to suspend in whole or in part the right of the Borrower
to make withdrawals fromthe Loan Account pursuant to the provisions of
Section 6.02 of the General Conditions; or

(d) once the total unw thdrawn anount of the Loan allocated to
the eligible Categories, mnus the total amount of all outstanding
special commitnments entered into by the Bank pursuant to Section 5.02 of
the General Conditions with respect to the Project, shall equal the
equi val ent of twice the amount of the Authorized Allocation. Thereafter,
wi t hdrawal fromthe Loan Account of the remaining unw t hdrawn anmount of
the Loan allocated to the eligible Categories shall follow such
procedures as the Bank shall specify by notice to the Borrower. Such
further withdrawal s shall be nade only after and to the extent that the
Bank shall have been satisfied that all such anpbunts remaining on deposit
in the Special Account as of the date of such notice will be utilized in
maki ng paynents for eligible expenditures.



6. (a) If the Bank shall have determ ned at any tine that any
paynent out of the Special Account: (i) was nmade for an expenditure or in
an amount not eligible pursuant to paragraph 2 of this Schedule; or (ii)
was not justified by the evidence furnished to the Bank, the Borrower
shall, pronmptly upon notice fromthe Bank: (A) provide such additiona

evi dence as the Bank may request; or (B) deposit into the Special Account
(or, if the Bank shall so request, refund to the Bank) an anmpunt equal to
the amount of such paynent or the portion thereof not so eligible or
justified. Unless the Bank shall otherw se agree, no further deposit by
the Bank into the Special Account shall be nade until the Borrower has
provi ded such evidence or made such deposit or refund, as the case nmay
be.

(b) If the Bank shall have determ ned at any tine that any
anount outstanding in the Special Account will not be required to cover
further paynents for eligible expenditures, the Borrower shall, pronptly

upon notice fromthe Bank, refund to the Bank such outstandi ng anpunt.

(c) The Borrower may, upon notice to the Bank, refund to the
Bank all or any portion of the funds on deposit in the Special Account.

(d) Refunds to the Bank made pursuant to paragraphs 6 (a), (b)
and (c) of this Schedule shall be credited to the Loan Account for
subsequent withdrawal or for cancellation in accordance with the rel evant
provi sions of this Agreenent, including the General Conditions.



