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LOAN CONTRACT 

SPECIAL CONDITIONS 

INTRODUCTION 

Parties. Purpose. Constituent Elements. and Executing Agencv 

1. PARTIES A!\D PURPOSE OF THE CONTRACT. 

CO~TRACT entered into on June 14, 2000, between the CO-OPERATIVE REPUBLIC OF 
GUY ANA (hereinafter referred to as the "Borrower'') and the INTER-AMERICAN 
DEVELOPMENT BANK (hereinafter referred to as th~ "Bank") to cooperate in the execution of a 
program (hereinafter referred to as the "Project") to improve the sanitary conditions of the population 
in Georgeto\\'n and reduce the current levels of environmental degradation through an improvement 
in the quality of the water supply and sewerage services. The major aspects of the Project are 
described in detail in Annex A. 

2. CONSTITUENT ELEMENTS OF THE CONTRACT AND REFERENCE TO THE 
GENERAL CONDITIONS. 

(a) This Contract consists of these Special Conditions, the General Conditions, and 
Annexes A. B and C, which are attached hereto. If any provision of the Special Conditions or the 
Annexes should present any inconsistency or contradiction with the General Conditions, the 
pro\'isions of the Special Conditions or the respective Anne~, as the case may be, shall prevail. In 
case of inconsistencies or contradictions between the Spec_ial ~onditions or the Annexes, specific 
rules shall prevail over general rules. 

(b) Rules for the application of amortization, interest, credit fee, inspection and supervision 
and disbursement clauses, as well as other conditions related to project execution, are established 
in detail in the General Conditions. The General Conditions also include general definitions . 

3. EXECUTING AGENCY 

The parties agree that the execution of the Project and the utilization of the resources of the 
financing granted by the Bank shall be carried out in their entirety by the Borrower, through the 
Georgetown Sewerage and Water Commissioners, hereinafter referred to as the "Executing Agency" 
or "GS&WC." The Borrower gives its assurances as to the authority of the aforementioned 
Executing Agency or its successor to carry out the functions contemplated in this Contract. 

' , 
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CHA PTER I 

Costs. Financing and Additional Resources 

SECTIO.\" 1.01 Cos t or the Project. The total cost of the Project is estimated to be the eq ui valent 
of thiny mi Il ion dollars of the United States of Ame rica (US$30,000,000). Un less otherwise stated 
in th is Con tract, the term "dollars" hereinafter signi fies the currency of legal tender in the United 
States of America. 

SECTION 1.02 Amount of the Financing. In accordance with thi s Contract, the Bank agrees to 
grant to the Bon-o\\'er, and the Borro\\!er accepts, a "Financing", chargeable to the resources of the 
Fund for Special Operations of the Bank, for up to twenty-seven million dollars (US$27,000,000) 
or the equi valent thereof in other cune ncies forming part of such resources, except the currency of 
Guyana. The amounts disbursed from the Financing shall constitute the " Loan." 

SECTIO~ 1.03 Additional Resources. The amount o f the additional resources which, pursuant 
to Article 6.04 of the Ge neral Conditions, the Borrower shall undertake to contribute in a timely 
manner for the complete and uninterrupted execution of the Project, is estimated lo be the equi valent 
of three million dollars (US$3,000,000), although this estimate shall not imply any limitation or 
reduc ti on of the ob li gation of the Borrower under said Article. 

CHAPTER II 

Amortization. Interest. General Inspection and Supervision. and Credit Fee 

SECTION 2.01 Amortization. The Loan shall be completely repaid by t~e Borrower by means 
of sixty (60) semiannual , consecutive, and, insofar as possible, etfual installments. The first 
installment shall be paid on December 14, 2010, and the last installment on June 14, 2040. 

SECTIO~ 2.02 Interest. (a) The Borrower shall pay interest semiannually on the outstanding 
daily balance of the Loan at the rate of 1 % per annum until June 14, 2010 and 2% per annum 
thereafter. Interest shall accrue from the date of each respective disbursement. The first payment of 
interest shall be made on December 14, 2000 and subsequent payments shall be made on the 141

h of 
June and the 141

h of December of each year. 

(b} Resources of the Financing may be used to pay interest during the period of 
di sbursement thereof, without a request from the Borrower and on the dates established in the 
previous paragraph. 
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SECTIO:\ 2.03 Resources for General Inspection and Supervision. From the amount of the 
Financing, the sum of two hundred and seventy thousand dollars (US$270,000) or its equivalent in 
other cunencies is hereby allocated to cover the Bank's expenses for general inspection and 
supervision. Said sum shall be disbursed in quarterly and, insofar as possible, equal installments and 
shall be credited to the accounts of the Bank without the necessity of a request from the Borro\\'er. 

SECTIO~ 2.0~ Credit Fee. In addition to interest, the Borrower shall pay a credit fee pursuant 
to the provisions of Article 3.02 of the General Conditions. For this purpose, it is hereby noted that 
the Board of Executive Directors of the Bank approved the Resolution relating to the Financing on 
December 1, l 999. 

CHAPTER III 

Disbursements 

SECTION 3.01 Currencv and Use of Funds. (a) The amount of the Financing shall be disbursed 
in dollars or its equivalent thereof in other currencies of the Fund for Special Operations, except that 
of Guyana, to pay for goods and services through international competition and for such other 
purposes as are indicated in this Contract. 

(b) The resources of the Financing may be used only for the payment of goods and services 
originating in member countries of the Bank. 

SECTION 3.02 Special Conditions Prior to First Disbursement. The first disbursement of the 
Financing shall be subject to the fulfillment, to the satisfaction of the Bank, of the conditions set 
fo11h in Article 4.01 of the General Conditions. In addition, the first disbursement of the Financing 
shall also be subject to the fulfillment, to the satisfaction of the Bank, of the following requirements: 

(a) The Project Management Firm (PMF) has been hired by GS&WC to perform 
the activities described in Annex A of this Contract; and, that a technical 
professional in the PMF has been appointed to serve as coordinator for the 
Environmental Management Plan; and 

(b) Special accounts for the disbursement of Loan resources and local counterpart 
have been opened by GS&WC. 

SECTION 3.03 Other Special Conditions. Disbursement of the resources of the Financing for 
the following components shall be subject to the fulfillment, to the satisfaction of the Bank, in 
addition to the conditions precedent stipulated in Section 3.02 above, of the following requirements: 
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(a) 111 order io authorize the execution of the first ~tage of \\'orks: (i) the final designs 
for the works included in this stage and the corresponding bidding documents 
have been completed and approved by the Bank; (ii) the independent auditors for 
GS&\\'C and the Program have been hired; (iii) a list of contingency plans for 
ope rati on of water supply and sewerage systems has been submit ted to the Bank 
as indicated in annex V of the Environmental and Social Impact Report ; 
(iv) tariffs agreed with GOG during the preparation of the program are effective 
si nce J;:muary 1, 2000; and (v) coverage of all operating and maintenance costs, 
including depreciation, with tariff revenues and agreed subsidy of at least l 00%. 

(b) In order to authorize the execution of the second stage of works : (i) the final 
designs for the works included in this stage and the corresponding bidding 
documents have been completed and approved by the Bank; (ii) tariffs agreed 
with GOG during the preparation of the program are being implemented in a 
timely manner; and (iii) coverage of all operating and maintenance costs, 
including depreciation, with tariff revenues and agreed subsidy of at least 104%. 

(c) In order to authorize the execution of the third stage of works: (i) the final 
designs for the works included in this stage and the corresponding bidding 
documents have been completed and approved by the Bank; (ii) tariffs agreed 
with GOG during the preparation of the Program are being implemented in a 
timely manner; and (iii) coverage of all operating and maintenance costs, 
including depreciation, with tariff revenues and agreed subsidy of at least 115%. 

(d) Prior to releasing the execution of each stage, the GS&WC shall present to the 
Bank a report on the compliance of the tariff and cost recovery conditions 
indicated above. External auditors, acceptable to the Bank, will audi t this report. 
For the purpose of certifying the coverage of costs required for each stage, the 
auditors will always review the revenues and costs of the last six (6) months with 
the adequate provisions to ensure that the situation during these six (6) months 
reflects the financial situation of the service. 

(e) Within 120 days of the end of each fiscal year, audited financial statements of the 
program and GS&WC shall have been submitted to the Bank and will include the 
relevant information p.r9vided for in Section 5.01 of Annex A. 
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(f) P1ior to approvi ng documents for construction contracts, the Borrower shall 
provide e \·idencc, to Bank's satis faction. that : 

(l) The environmental management guidelines , as defined in the 
Environmental and Social Impact Repo11 (ESIR) and incorporated 
into the technical specifications for construction and rehabilitation 
works, have been included in the bidding documents as well as the 
applicable contractual clauses to ensure compliance by contractors; 

(2) The project works are in compliance with all applicable 
environmental regulations under the Environmental Protection Act, 
as required by the environmental authority; and 

(g) GS&WC, through its PMF, shall present annual progress reports in which 
advances and delays in implementation of the Environmental Management 
Program (EMP) are discussed, and any significant results evaluated for each 
activity under the Plan. 

SECTIOi': 3.04 Reimbursement of Expenditures Chargeable to the Financing. With the 
consent of the Bank, resources of the Financing may be used to reimburse expenditures incurred or 
to finance those that may be incurred in the Project on or after.December 1, 1999, and up to the date 
of this Contract, provided that requirements substantially siinilar to those set forth in this Contract 
ha\'e been fulfilled. 

SECTION 3.05 Disbursement Period. The period for disbursement of the resources of the 
Financing shall expire five (5) years from the effective date of this Contract. 

CHAPTER IV 

Execution of the Project 

SECTION 4.01 Conditions Concerning Prices and Acquisitions. (a) The acquisition of goods, 
works and related services shall be subject to the Tender Procedures which are attached to this 
Contract as Annex B. \Vhen the estimated value of goods or related services is equal to or exceeds 
the equivalent of two hundred and fifty th0usand dollars (US$250,000) or that of works is equal to 
or exceeds the equivalent of one million five hundred thousand dollars (US$1,500,000) and the 
entity in charge of carrying out procurement for the Project belongs to the public sector, the method 
of procurement to be utilized shall be international public bidding, in accordance with the provisions · ·~ 
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of the cited Annex. Procurement for amounts below the above thres holds shall be made in 

~ccord ancc \\' ith local leg isl at ion. 

(b) Unless the parties agree otherwise, prior to issuing each call for public tendering or, if 
a call for public tendc1ing is not appli cable, prior to the acqui sition of goods or the initiation of the 
constructi on of works , the Borrower, through the Executing Agency, shall submit fo r the 
consideration of the Bank: (i) the general plans, specifications, budgets and other documents required 
for the acqui sition or the construction, and, as the case may be, the specific guidelines and other 
documents necessary for the call for bids; and (ii) in the case of works, evidence that it has, with 
respect to the real property where the works will be constructed, the 1ight of legal possession , 
e :.isemcnts or other rights necessary to initiate the construction , as well as the 1iparian 1ights required 
for the respective works. 

(c) If and whenever, according to Annex A, certain procurement is to be supervised by the 
Bank ex post, that is, subsequent to the signing of the respective procurement contracts, the 
Borrower and the Executing Agency agrees to submit to the Bank for its concurrence, before the 
first call for tenders to be supervised ex post, a copy of the model tender documents it proposes to 
use for such procurement. This requirement is additional to the requirements of paragraph (b) above. 

(d) The Project Management Firm (PMF) shall be selected through a competitive 
international bidding process. Public notice of the invitation to bid shall be published in the journal 
''Development Business" and in a newspaper with wide international circulation. The qualifications 
of the P.MF shall be that of a water and sewerage utility with experience in the implementation of 
investment plans like the one involved in this Program, or an _engineering finn with experience in 
the operation of water and sewerage systems. The selectiori_ of the PMF will be carried out in two 
phases: pre-qualification of finns and submission of economic proposal. The contract shall be 
awarded to the lower bidder among the firms that were previously pre-qualified. 

SECTION 4.02 Tariffs. The Borrower and the Executing Agency shall take appropriate measures 
acceptable to the Bank to ensure that the rates for the water and sewerage services generate re\'enues 
at least sufficient to cover 100% of all operating expenses of the system, including those related to 
administration, operation, maintenance, and depreciation in the year 2000, and this percentange shall 
increase to 104% in year 2002 and, to 115% in year 2003 and thereafter. Additionally, the same 
tariff revenues shall generate a net income for GS&WC of G$18.6 million in 2002, and G$77.5 
million in 2003, these benchmarks being expressed in 0$ of 1999. The Government of Guyana will 
take the necessary measures, acceptable to the Bank, to adjust the tariff rates and structure agreed 
upon during the analysis mission in order to achieve the timely coverage of costs and the generation 
of net income expressed above. 

. J 

SECTION 4.03 Maintenance of Works. The Borrower and the Executing Agency undertake to: 
(a) ensure that the works included in the Project shall be adequately maintained according to 

generally accepted technical standards; and (b) present to the Bank a report on the status of said 
works and an annual maintenance plan for that year, as established in Annex A, during the ten (10) 
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years foll O\\·ing the completion of the first of the works of the Project and within the first quarter of 
each calendar year. If from the inspections conducted by the Bank or from the reports it receives, it 
is determined that maintenance does not meet the levels agreed upon , the Borrower and the 
Executing Agency shall undertake the necessary measures to correct these shortcomings. 

SECTIO:'\ 4.0~ Reimbursement of Expenses as of Date of Loan Approval. The Bank may 
recognize as pan of the local contribution expenditures incurred or which may be incurred in the 
Project on or after December 1, 1999, and up to the date of this Contract, provided that requirements 
substantially similar to those set forth in this Contract have been fulfilled. 

SECTION 4.05 Contracting of Consultants. Professionals or Experts. The Borrower and the 
.Ji.. Executing Agency shall select and contract directly the services of consultants, professionals or 

experts that may be necessary to fulfill the pertinent provisions of this Contract, in conformity with 
the procedures set forth in Annex C. 

CHAPTERV 

Records. Inspections. and Reports 

SECTION 5.01 Records. Inspections. and Reports. The Borrower agrees to directly or through 
the Executing Agency maintain records, permit inspections, and submit reports and financial 
statements in accordance with the provisions established in Chapter VII of the General Conditions. 

SECTION 5.02 Audits. With respect to the provisions of Article 7.03 of the General Conditions, 
the financial statements of the Project and that of the Executing Agency shall be submitted on an 
annual basis, throughout the period of Program execution, within 120 days of the close of the fiscal 
year, duly certified by independent auditors acceptable to the Bank 

CHAPTER VI 

Miscellaneous Provisions 

SECTION 6.01 Entry into Effect. The parties agree that this Contract shall enter into effect on the 
date of its signature. 

SECTION 6.02 Termination. Payment in full of the Loan and of all interest and fees shall 
terminate this Contract and all obligations arising thereunder. 

SECTION 6.03 Validitv. The rights anP, obligations established in this Contract are valid and 
enforceable in accordance with its terms, regardless of the laws of any given country. 

SECTION 6.04 Communications. Any notice, request, or communication from one party to 
another by virtue of this Contract shall be made in writing and shall be considered to have been made 
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\vhcn the re levant document is deli ve rcd to the addressee at the res pec tive address given below, 
unless the parties agree othciwise in writ ing: 

For the Bon-ower: 

Mailing address: 

Ministry of Finance 
Main and Urquhart Streets 
Georgetown, Guyana 

Facsimile : (592-2) 73931 

For matters rel:ited to execution of the Project 

Mailing address: 

Georgetown Sewerage and Water Commissioner (GS&WC) 
Sheller Belt Compound 
Ylissengcn Road & Church Street 
Georgetown, Guyana 

Facsimile: (592-2) 53879 

Telephone: (592-2) 53880 

For the Bank: 

Mailing address: 

Inter-American Development Bank 
1300 New York Avenue, N.W. 
Washington, D .C. 20577 
U.S.A. 

Facsimile: (202) 623-3096 
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CHAPTER VII 

Arbitration 

SECTION 7.01 Commitment to Arhitrate. For the solution of any controversy which may arise 
out of ctris Con tract and which is not resolved by agreement between the parties, they unconditionally 
and irrevocably submit themselves to the procedure and ruling of the Arbitration Tribunal referred 
to in Chapter IX of the General Conditions. 

IN WITNESS WHEREOF, the Borrower and the Bank, each acting through its authorized 
representative, have signed this Contract, in two (2) equally authencic copies in Washington, District 
of Columbia, United States of America, on the date above written. 

CO-OPERATIVE REPUBLIC 
OF GUYANA 

INTER-AMERICAN DEVELOPMENT 
BANK 
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PART T\VO 

GENERAL CONDITIONS 

CHAPTER I 

Application of the General Conditions 

ARTICLE 1.01. Application of the General Conditions. These General Conditions apply to the 
Loan Contracts entered into by the Inter-American De\'elopment Bank with its Borro,,·ers, and 
accordingly the provisions hereof form an integral part of this Contract. 

CHAPTER II 

Definitions 

ARTICLE 2.01. Definitions. For the purposes of the obligations contracted bet\\'een the parties , 
the following definitions are adopted: 

(a) "Bank" means the Inter-American Development Bank. 

(b) "Board" means the Board of Executive Directors _of the Bank. 

(c) "Borrower" means the party to which the Financing is made available. 

(d) "Contract" means the entirety of the Special Conditions, the General Conditions and 
the Annexes. 

(e) "Executing Agency/ Agencies" means the entity/entities responsible for executing all 
or part of the Project. 

(f) "Financing" means the funds which the Bank has agreed to make available to rhe 
Borrower to assist in carrying out the Project. 

(g) "General Condirions" means the entirety of articles which comprise Part Two of this 
Contract and reflect the _basic policies of the Bank uniformly applicable to its Loan 
Contracts. 

• J 
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(h) "Guarantor" means the party whic h guarantees the fu lfi llment of the obligati ons 
comractcd b; tht: Bo!fO\\·e r ancl \\hi ch assumes other obligations for \\·hich it is liable 
in accordance \\' ith the Guarantee Con tract. 

(i) "Loan" mt>ans the fund s di sbursed from the Financing. 

(j) "Project" means the Program or Project for which the financing has been extended. 

(k) "Revolving Fund" means a fund that the Bank may establish as pro"ided in Arti cle 
4.07 of these General Conditions, for the puIT>ose of advancing resources to defray 
Project expenses chargeable to the Financing. 

(1) "Semester" means the first or second six months of a calendar year. 

(m) "Spec ial Conditions" means the entirety of the provisions which compri se Part One 
of this Contract and contain the particular terms of the operation. 

CHAPTER III 

Amortization. Interest and Credit Fee 

.-\RTICLE 3.01. Dates of Amortization. The Borrower shall amortize the Loan in semi-annual 
inst::illments on the s::ime date s as those designated in the Special Conditions for payment of interest. 
The d~He for the first principal amortization installment shall coincide with the date on which the 
next immediate interest payment is due , once six months .from the scheduled date of the last 
disbursement have elapsed. 

ARTICLE 3.02. Credit Fee. (a) The Borrower shall pay on the undisbursed balance of the 
Financing which is not in the currency of the Borrower's country a credit fee of 112 of I% per annum. 
\\ hi ch sh;ill begin to accrue twelve (12) months after the date of the Resolution of the Board of 

Executi\·e Direc tors appro\·ing the Financing. 

(b) This fee shall be paid in United States of America United States of America dollars 
on the same dates as those specified for the payment of interest pursuant to the provisions of the 
Special Conditions. 

(c) This fee shall cease to accrue in full or in part, as the case may be, to the extent that: 
(i) the respective disbursements have been made; or (ii) the Financing has been canceled totally or 

partially pursuant to Articles 3.12, 3 .13 and 4.02 of these General Conditions and the relevant 
pro\'isions of the Special Conditions. 
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ARTICLE 3.03. Computation of Interest and Credit Fee. The interest and credit fee shall be 
calcu lated according to the exact number of days in the respective Semester. 

ARTICLE 3.0~ . Obligations Relating to Currencies. (a) Amounts which are disbursed shall be 
~ppl i ed, on the date of each respecti\'e disbursement, against the Financing in accordance wi th the 
equi,·akncy in United States of America Uni ted States of America dollars as reasonably determined 
by the B:rnk, pursuant to the provisions of Article 3.05. 

(b) The Borrower shall owe, in the respective currencies disbursed, from the date o f the 
corresponding disbursement: 

(i) The amounts disbursed in any of the currencies which form part of the Fund 
for Special Operations, in respect of which the Bank has indicated that they 
may be considered freely convertible; and 

(ii) Amounts equivalent in United States of America United States of America 
dollars to the sums disbursed in currencies not included in the preceding 
subparagraph (i) which form part of the Fund for Special Operations. 

(c) On the due dates, the Borrower shall pay, in the respective currencies disbursed, 
amortization and interest on: 

(i) The amounts disbursed in the currencies referred to in subparagraph (b)(i) 
above; and · 

(ii) Amounts equivalent in United States of America United States of America 
dollars to the sums disbursed in the currencies referred to in subparagraph 
(b)(ii) above. 

ARTICLE 3.05. Rate of Exchange. (a) For the purposes set forth in paragraph (a) and (b)(i) of 
the preceding Article, the equivalency of other currencies in relation to the United States of America 
dollar shall be calculated by applying, on the date on which the disbursement is made, the foreign 
exchange market rate in effect on that date. For the purposes set forth in paragraphs (a) and (b)(ii) 
of the preceding Article, the equivalency of other currencies in relation to the United States of 
America dollar shall be calculated by applying, on the date on which the disbursement is made, the 
exchange rate agreed upon by the Bank with the respective issuing member country for the purpose 
of maintaining the value of its currency held by the Bank, in accordance with Article V, Section 3, 
of the Agreement Establishing the Bank . 

. J 

(b) For the purposes of payments to the Bank pursuant to paragraph (c)(ii) of the preceding 
Article: 
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(i) T he equivalency of other currencies in rela ti on to the United States of 
America dollar shall be calculated on the da te of payment , in accordance \\'ith 
the rate of exchange referred to in paragraph (a) of this Article. 

(ii) Should there be no agreement in force bet\\'een the Bank and the respecti\·e 
issuing member count ry \\·ith regard to the rate of exchange to be applied for 
the purpose of maintaining the value of its currency held by the Bank. the 
latte r shall have the right to require that the rate of exchange to be applied 
shall be that \\'h ich on the due date is utilized by the corresponding monetary 
authority of the issuing member country to sell United States of Ameri ca 
United States of A merica dollars to residents of such country. other than 
go\"ernment agencies. for the following transactions : (a) payments of 
principal and interest due; (b) transfers of dividends or other income from 
capital investments in the respective countl)'; and (c) transfers of investment 
capital. 

(iii) If. on the date on which the payment is due, the foregoing rule cannot be 
applied because the operations referred to do not exist, payment shall be 
made on the basis of the most recent rate of exchange in effect \\"ithin the 
thirty (30) days preceding the respective due date . 

(i v) If, notwithstanding the application of the foregoing rules, the effective rate 
of exchange for the purpose of determining payment cannot be ascertained, 
or if di screpanc ies ari se in the det~rmination thereof, the reasonable · 
determination of the Bank shall preval.J, taking into consideration the realities 
of the foreign exchange market of the issuin g country concerned. 

(v) If, due to non-compliance with the foregoing rules, the Bank considers that 
any payment made in the respective currency has been insuffic ient , it shall so 
advise the Borrower immediately in order that the latter shall pay the 
difference within a period no greater than thirty (30) days from the receipt of 
the notification. If, on the other hand, it appears that the sum received by the 
Bank is higher than that due, it shall return the excess amount within a period 
no greater than thirty (30) days from the receipt thereof. 

(vi) In case of a delayed payment the Bank may require that the rate of exchange 
in effect at the time of payment be applied. 

(c) For the purpose of determining the equivalency in United States of America United 
' States of America dollars of an expenditure incurred in the currency of the Borrower's country, the 

rate of exchange \\'hich is applicable on the da te of payment of such expenditure shall be utili zed, 
pursuant to paragraph (a) above . To that end . the date of payment of such ex penditure shall mean 
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the d:ite on ' ' hi ch the Bon-o,,·er, the Executing Agency or an y natural or juridical person in whom 
the pov.-er to incur e.\ pend itures ha.:; been vested makes the respec ti \'e payme nts to the order of the 
contractor or supplie r. 

ARTICLE 3.06. Pa rticipations. (a) The Bank may cede to other public or pri vate inst itutions, in 
the fo rm of parti cipations, the ri ghts corresponding to the Borrower's pecuniary obligati ons under 
thi s Contract. The Bank shall promptly notify the Borrower of each assignment. 

(b) Participations may be granted in respect of either of the follo\\'ing : (i) amounts of the 
Loan disbursed prior to execut ion of the participation agreement ; or (ii) amounts of the Financing 
\\' hich are still undi sbursed at the time of the participation agreement's execution. 

ARTICLE 3.07. Place of PaYments. All payments shall be made at the principal office of the 
Bank in Washington, District of Columbia, United States of America, unless the Bank designates 
another place or places for this purpose by written notification to the Borrower. 

ARTICLE 3.08. Transactions Falling Due on Public Holidavs. Any payment or other 
transaction, which pursuant to this Contract should be effected on Saturday, Sunday or a day which 
is a banking holiday according to the law of the place where it is required to be made, shall be 
considered validly effected if earned out on the first business day immediately thereafter, and in such 
case no penalty whatsoever shall apply. 

ARTICLE 3.09. Receipts and Promissorv Notes. At the request of the Bank, the Borrower shall 
sign and deliver to the Bank, upon the completion of disbur$ements, a receipt or receipts for the 
amounts disbursed. Likewise, the Borrower shall sign an.cf deliver to the Bank, at its request, 
promissory notes or other negotiable instruments representing the Borrower's obligation to repay the 
Loan with the interest agreed upon in the Contract. Such documents shall be in the form prescribed 
by the Bank taking into account the applicable legal provisions of the country of the Borrower. 

:\ RTI CLE 3.10. Application of Payments. All payments shall be applied first to returns of 
unjustified advances of funds , then to fees and interest due on the payment date, and if a balance 
exists, to the amorti zation of installments of principal due. 

ARTICLE 3.11. Advance Pavments. Upon advance notice in writing to the Bank of at least 
fifteen (15) days, the Borrower may pay, on the date indicated in the notification, any part of the 
Loan prior to its maturity, provided that no sum is owing in respect of the credit fee and/or interest. 
Unless otherwise agreed in writing, each partial advance payment shall be applied to unpaid 

installments of principal in the inverse order of their maturity . 
. I 

ARTICLE 3.12. Renunciation of Part of the Financing. The Borrower, with th~ concurrence of 
the Guarantor, if any, may renounce, by written notice to the Bank, its right to utilize any part of the 

1047/SF-GY 



- 6 -

Fin:incing \\·hich has not been di sbursed before the receipt of the notice, provided that such part is 
not subjccc co any of the circumstances se t fo rth in Article 5.03 of these General Condi tions . 

r\RTICLE 3.13. Automatic Cancellation of Part of the Financing. Unless the Bank and the 
I3 l)ml\\ er and the Gu:i r:rntor, if any, express ly agree in writing to ex tend the term for maki ng 
disbursements, th:it ponion of the financing no t commi tted or di sbu rsed, as the case may be, " ·ithin 
the co1Tc:sponding tcm1, shal l au tomatically be canc.eled. 

CHAPTER IV 

Conditions Rela ting to Disbursements 

ARTICLE 4.01. Conditions Precedent to First Disbursement. The first disbursement of the 
fin :incing shall be subject to fulfillment of the following requirements to the satisfaction of the 
Bank: 

(a) The Bank shall have received one or more well-founded legal opinions \\'hich 
establish, with citations of the pertinent constitutional , legal, and regulatory 
provisions, that the obligations undertaken by the Borrower in this Contract, and those 
of the Guarantor, if any, in the Guarantee Contract, are valid and enforceable. Such 
opinions shall also refer to any other legal question that the Bank may reasonably 
deem relevant. 

(b) The Borro\\'er, directly or through the Executing Agency, if any, shall have designated 
one or more officials to represent it in all acts relating to the implementation of this 
Contract and shall have furnished the Bank w·ith authentic copies of the signatures of 
said representatives. Should two or more officials be designated, the designation shall 
indicate whether such officials may act separately or must act jointly. 

(c) The Bon-ower, either directly or through the Executing Agency, if any, shall ha\'e 
demonstrated to the Bank that sufficient resources have been allocated to cover, at 
least during the first calendar year, the execution of the Project in accordance with the 
investment schedule referred to in the following paragraph. If this Financing 
constitutes a continuation of the same lending operation, the earlier stage or stages of 
which the Bank is financing, the obligation set forth in this paragraph shall not be 
applicable . 

(d) The Borrower, either directly or through the Executing Agency, if any, shall have 
presented to the Bank an initial report prepared in the form indicated by the Bank, 
which shall serve as the basis' for the preparation and evaluation of the progress reports 
referred to in Article 7 .03(a)(i) of these General Conditions. In addition to such other 
information as the Bank may reasonably request pursuant to the provisions of this 
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Contract, the initial report shall set forth : (i) a plan for implementat ion of the Project 
including, except with respect to a program for the granting of credits, the plans and 
specifications deemed necessary by the Bank; (ii) a 1,,alendar or schedule of work or 
granting of credits, as the case may be; and (iii) a table of the source and use of funds 
selling forth a detailed schedule of investments in accordance with the categories of 
in \'estment establi shed in Annex A of this Contract and an indication of the annual 
contributions needed from the various sources of funds from which the Project wi 11 be 
financed. If this Contract pennits the recognition of expenditures made prior to its 
signature or to that of the Resolution authorizing the Financing, the initial report shall 
include a statement of the investments and, in accordance with the objecti ves of the 
Financing. a description of works carried out under the Project or a statement as to 
credits granted, as the case may be, up to a date immediately preceding to the report . 

(e) The Borrower or Executing Agency shall have presented to the Bank the plan, catalog 
or code oJ accounts referred to in Article 7.01 of these General Conditions. 

(f) The official auditing agency referred to in the Special Conditions shall have agreed to 
perform the auditing function foreseen in Article 7 .03(b) of these General Conditions 
and in the Special Conditions, or the Borrower or the Executing Agency shall have 
agreed with the Bank with respect to a finn of independent public accountants to 
perform the above functions. 

ARTICLE 4.02. Period for Fulfilling the Conditions Precedent to First Disbursement. If 
within one hundred eighty (180) days from the effective dftte qf .this Contract, or within such longer 
period as the parties may agree in writing, the conditions precedent to the first disbursement 
established in Article 4.01 of these General Conditions and in the Special Conditions have not been 
fulfilled, the Bank may tenninate the Contract by giving notice to the Borrower. 

. .\RTICLE 4.03. Requisites for All Disbursements. For the Bank to make any disbursement, it 
shall be necessary that: (a) the Borrower, or the Executing Agency, if any, shall have submitted in 
\\·riting a disbursement request and, in support thereof, shall have supplied to the Bank such peninent 
documents and other background materials as the Bank may have required. Requests must be 
presented no later than thirty (30) calendar days in advance of the date of expiry of the tenn for 
disbursement or of any extension thereof which the Borrower and the Bank may have agreed to; (b) 
none of the circumstances described in Article 5.0 I of these General Conditions shall have occurred; 
and (c) the Guarantor, if any, shall not be in non-compliance for more than one hundred twenty (120) 
days with any obligation to make payments to the Bank on any Loan or Guarantee. 

ARTICLE 4.04. Disbursements for · Technical Cooperation. If the Special -Conditions 
contemplate the financing of expenses for technical cooperation, the disbursements therefor may be 
made once the conditions established in Article 4 .0l(a) and (b) and in Article 4.03 of these General 
Conditions have been fulfilled. 

1047/SF-GY 



- 8 -

.-\IU'IC LE -t.05. Charges for the Inspection and Super\'ision Fee. The Bank shall \\'ithdra \\' 
from the resources of the financing and a llocate to the Bank 's genera l account the amount o r 
:unoun ts spec ified in the Special Condi ti ons for inspection and supervi sion. Such action shall not 
1cquire a di sbursement request by the Borrower or the Executing Agency and may be undertaken 
once the conditions precedent to the first disbursement have been fulfilled or upon the occurrence 
of the first payment date for the Credi t Fee, whichever occurs first. 

ARTICLE 4.06. Disbursement Procedures. The Bank may m ake disbursements against the 
F1n::rncing: (a) by transfe rring to the order of the Borrower the sums to which it is en tit led under thi s 
Cont ract; (b) by making payments on behalf of and in agreement with the Borrower to other banking 
in ~ titutions; (c) by establish ing or replenishing the Revolving Fund referred to in Article 4.07 below; 
:rnd (d) by utili zing such other method as the parties may agree upon in writing. Any banking 
e.\ penses that may be charged by a third party in connection with disbursements shall be borne by 
the Borrower. Unless the parties o therwise agree, disbursements shall be made only in amounts of 
not less than the equivalent of fifty thousand United States of America United States of America 
do ll ars (USS50,000) each . 

.-\ RTICLE 4.07. Revol\'ing Fund. (a) By charge to the Financing and upon fulfillment of the 
requirements set forth in Articles 4.0 1 and 4 .03 of these General Conditions and the pertinent 
requirements establi shed in the Special Conditions, the Bank may advance resources of the 
financing for the purpose of establishing, increasing or replenishing a Revolving Fund to defray 
costs pe11aining to the execution of the Project which, pursuant to provisions of thi s Contract, are 
eligible for Financing wi th such resources. 

(b) Except by express agreement between the parties, the amount- of the Revolving Fund 
sh:.1 11 no t exceed 5% of the amount of the Financing. Upon j~sfified request, the Bank may increase 
or replenish the Revolving Fund as the resources arc used, provided that the requirements of Article 
-l.03 of these General Conditions and those which may be established in the Special Conditions have 
been fulfilled. The Bank may also reduce or cancel the Revolving fund should it determine that the 
resources proYided through the Revolving fund exceed the needs of the Project. The establishment 
and the replenishment of the Revo lving Fund shall be regarded as disbursements for the purposes 
of thi s Contract. 

(c) The plan, catalog or code of accounts that the Borrower of Executing Agency must 
present to the Bank in accordance with Article 4.0 I (e) of these General Conditions shall indicate 
the accounting method used by the Borrower to verify the transactions and statements of account of 
the Revolving Fund. 

(d) Not later than thirty (30) days prior to the date agreed upon for the final disbursement 
of the Financing, the Borrower shall present a final justification of the use of the Revolving Fund 
~nd return any unused portion thereof. · ' 
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ARTICLE 4.08. .hailabilitv of Local Currencv. The Bank shall be obliged to make 
disbursements to the Borro\\'er in local currency only to the extent that the respecti\'e depository of 
the Bank has placed such currency at its effective disposition. 

CHAPTERV 

Suspension of Disbursements and Accelerated Maturitv 

ARTICLE 5.01. Suspension of Disbursements. The Bank, by written notice to the Borrower, may 
suspend disbursements if any of the follO\ving circumstances occurs and so long as it continues: 

(a) Delay in the payment of any sums owed by the Borrower to the Bank for principal, 
fees, interest, return of advances of funds or for any other reason, under this Contract 
or any other Loan Contract entered into between the Bank and the Borrower. 

(b) Nonfulfillment by the Borrower of any other obligation set forth in the Contract or in 
any other Contract entered into with the Bank for the financing of the Project. 

(c) Withdrawal or suspension from membership in the Bank of the country in \Vhich the 
Project is to be executed. 

(d) The Project or the purposes of the Financing may be affecte~ by: (i) any restriction, 
modification or alteration of the legal capacity, functions or assets of the Borrower or 
the Executing Agency; or (ii) any modificatioii or change made \vithout the written 
concurrence of the Bank of the basic conditions fulfilled before the approval of the 
Resolution authorizing the Financing or the signature of the Contract. In such cases, 
the Bank will have the right to require the Borrower and the Executing Agency to 
provide reasoned and detailed information. Only after hearing the Borrower or the 
Executing Agency and weighing the information or c1arification received, or if the 
Borrower and the Executing Agency fail to respond, may the Bank suspend 
disbursements if it considers that the modifications made affect the Project 
substantially and unfavorably or make its execution impossible. 

(e) The non-compliance on the part of the Guarantor, if any, of any obligation set forth in 
the Guarantee Contract. 

(f) When the Borrower is not a member country government, any extraordinary 
circumstance which, in the -opinion of the Bank, makes it unlikely that ~he Borrower 
will be able to comply with the obligations established in this Contract or to fulfill the 
purposes for which it was entered into. 
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ARTICLE 5.02. Termination. Accelerated 1\faturit\·. or Partial Cancellation of Und isbursed 
Balances. (::i) The Bank may tenninate thi s Contract with respect to the part of the Financing not 
;et di sbursed or may declare the entire loan or a portion the reof immediately due and payable, 
together " ·ith interest and commiss ions accrued up to the date of payment if: (i) any of the 
ci rcumstances set fonh in paragraphs (a), (b), (c) and (e) of the preceding Article continues for more 
than six.ty (60) d::iys: or (ii) the infonnati on referred to in paragraph (d) of the preceding Arti cle, or 
the cla rifi cations or additiona l in fonnation presented by the Borrower or the Executi ng Agency, if 
:rny, ::ire not satisfactory to the Bank. 

(b) The Bank may cancel the part of the Financing pertaining to the procurement of certain 
goods, works or related services, or consulting services, or may declare the portion of the Joan 
pcnaini ng to such items immediately due and payable, if it determines at any time that: (i) the 
procurement \\'US carried out without following the procedures set forth in this Contract; or 
(ii) representatives of the Borrower or a beneficiary of the grant have committed corrupt practices, 
either in the process of selecting the supplier or contractor or in the execution of the respec tive 
contract, and the Borrower has not taken timely and remedial measures, observing the due process 
gu::irantees of the Borrowing country's legislation, and acceptable to the Bank. 

( c) For the purposes of the above paragraph, corrupt practices shall be understood to 
include acts of: (i) bribery, meaning the act of unduly offering, giving, receiving, or soliciting of 
anything of value to influence the process of procuring goods or services, selecting consultants. or 
executing contracts; (ii) extortion or coercion, meaning the act of attempting to influence the process 
of procuring goods or services, se lecting consultants, or executing contracts by means of threats of 
injury to person, property or reputation; (iii) fraud, meaning the misrepresentation of information or 
facts for the purpose of influencing the process of procuring goods or services, selecting consultants, 
or executing contracts, to the detriment of the borrower or c:>ther participants; and (iv) collusion, 
meaning an agreement between bidders designed to result in ~ids at artificial prices that are not 
c0mpetiti ve . 

ARTICLE 5.03. Obligations not Affected. Notwithstanding the provisions of the foregoing 
r\11iclcs 5.0 I and 5.02, none of the measures set forth in this Chapter shall affect the disbursement 
by the Bank of: (a) any amounts subject to the guarantee of an irrevocable letter of credi t; and (b) 
any amounts \\'hich the Bank by specific written agreement wi th the Borrower or the Executing 
Agency, if any, has agreed to provide from the resources of the Financing to make payments to a 
supplier of goods or services. The exceptions set forth in subparagraph (b) shall not apply if the 
Bank determines that corrupt practices occurred with respect to the procurement of, or the execution 
of the contract for, the goods or services. 

ARTICLE 5.04. Non-waiver of Rights. Any delay by the Bank in the exercise of its rights 
pursuant to this Contract, or failure to e_xercise them, shall not be construed as a waiver by the Bank 
of any such rights nor as acquiescence in.~vents or circumstances which, had they occurred, would 
h::ive empowered it to exercise them. 
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....._ ARTICLE 5.05. Pro\"isions not Affected . The application of any of the measures pro\·ided for by 
thi s Ch:.:ipter shall not affect the obligations of the Borrowe r established in this Contract, which shall 
remJir. in ful l force and effect, except that in case the entire Loan has been declared due and payable 
only the pecuniary obligations of the Borrower shall continue in force. 

CHAPTER VI 

Execution of the Project 

ARTICLE 6.01. General ProYisions for Execution of the Project. (a) The Borrower undertakes 
that the Project shall be executed with due diligence in confonnity with sound financial and technical 
practices, and in accordance with the plans, specifications, investment schedule, budgets, regulations • 

., and 0th.er documents approYed by the Bank. The Borrower further undertakes that its obligations 
shall be fulfilled to the satisfaction of the Bank. 

(b) Any important modification in· the plans, specifications, investment schedule, budgets, 
regulations or other documents which the Bank has approved, as well as any substantial change in 
the contract or contracts for goods or services which may be funded with the resources devoted to 
the execution of the Project, or in the categories of investment, shall require the written consent of 
the Bank. 

• ARTICLE 6.02. Prices and Public Tender. (a) Contracts for execution of works, procurement 
of goods, and rendering of services for the Project shall be undertaken at a reasonable cost which 
shall generally be the lowest market price, taking into account quality, efficiency, and any other 
peninent factors. 

(b) In the acquisition of machinery, equipment and other goods for the Project, and in the 
awarding of contracts for the execution of works, the system of public tender shall be utilized in each 
case in which the value of such acquisitions is equal to or exceeds the amounts set forth in Chapter 
IV of the Special Conditions. The procedures for tendering shall be set forth in the relevant Annex 
B of thi s Contract. 

ARTICLE 6.03. Use of Goods. Except with the express authorization of the Bank, the goods 
acquired with the resources of the Financing sha11 be used exclusively for the purposes of the Project. 
Once the Project has been completed, the construction machinery and equipment utilized in the 

execution of the Project may be used for other purposes. 

ARTICLE 6.04. Additional Resources. (a) The Borrower shall contribute in a timely manner all 
.... the resources in addition to those of the Loan which may be necessary for the complete and 

uninterrupted execution of the Project, the estimated amount of which is specified in \he Special 
Conditions. If during the process of disbursement of the Financing an increase in the estimated cost 
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or' the Project arises. the Ihnk may require the modificati on of the investment schedule refe rred to 
in .\nic lc 4.01 (d) of these G,:neral Conditions in order th at the Borrower shall mee t such increase. 

(b) Beginning \\'ith the calendar year following the initiation of the Project and during the 
peri od o f its e.\ecution, the BoITO\\·cr shall demonstrate to the Bank in the first six ty (60) days of each 
c:k nd:1 r :c~1r that it \\ill hJ \ c J\ aibb le \\'hen needed th e re sources necessary to make th e local 
cont rihution 10 the Project duri ng th at year. 

CHAPTER VII 

Records. Inspections and Reports 

ARTICLE 7.01. Internal Control and Records. The Borrower or the Executing Agency, as the 
case may be, shall maintain an appropriate system of internal accounting and admini strative controls. 
The accounting system shall be organized so as to provide the necessary documentation to permit 
the verification of transactions and facilitate the timely preparation of financial statements and 
reports. The records of the Project shall be maintained in such a way that: (a) they make it possible 
to identify the sums recei\'ed from the various sources; (b) they show, in accordance with the 
cat:ilogue of accounts approved by the Bank, the investments in the Project, both with the resources 
of the Loan and with the other funds to be provided for its complete execution; (c) they include 
sufficient detail to show the goods acquired and the services contracted, as well as the utilization of 
such goods and services; and (d) they show the cost of the investments in each category and the 
progress of the works. With respect to credit programs, the records shall also detail the credits 
granted, the recoveries obtained, and the utilization of the funds recovered. 

ARTICLE 7.02. Inspections. (a) The Bank may establish such inspection procedures as it deems 
necessary to assure the satisfactory development of the Project. 

(b) The Borrower and the Executing Agency, if any, shall permit the Bank to inspect at 
any time the Project, the equipment and material s involved therein , and to examine such records and 
documents as the Bank may deem pertinent. The personnel which the Bank shall send for thi s 
purpose shall receive the complete cooperation of the respective authorities. All the costs relating 
to transportation, salaries, and other expenses of such personnel shall be borne by the Bank. 

ARTICLE 7.03. Reports and Financial Statements. (a) The Borrower or the Executing Agency, 
as appropriate, shall present to the Bank the following reports, within the periods specified with 
respect to each: 

(i) Reports on the execµtion of the Project, within sixty (60) days followiiig the 
end of each calendar Semester, or within such other period as the parties may 
agree, prepared in accordance with the relevant rules agreed to with the Bank. 
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Such other reports as the Bank may reasonably request regarding the 
investment of the sums lent, the use of goods acquired with such sums, and 
the progress of the Project. 

Three copies of the financial statements for the entire Project as of the close 
of each fiscal year of the Executing Agency, and supplementary financial 
infonnation relating to such statements. Such financial statements shall be 
submitted within one hundred twenty (120) days following the close of each 
fiscal year of the Executing Agency, beginning with the fiscal year in which 
the Project was initiated and during the period stipulated in the Special 
Conditions. 

When the Special Conditions so require, three copies of the financial 
statements of the Borrower as of the close of each fiscal year, and 
supplementary financial information relating to such statements. The 
financial statements shall be submitted during the period stipulated in the 
Special Conditions, beginning with the fiscal year in which the Project was 
initiated and within one hundred twenty (120) days following the close of 
each fi scal year of the Borrower. This obligation shall not apply if the 
Borrower is the Republic or the Central Bank. 

(v) \\'hen the Special Conditions so require, three copies of the financial 
statements of the Executing Agency as of the close of each fisc_al year, and 
complementary financial informatl_pn relating to such statements. The 
statements shall be submitted during the period stipulated in the Special 
Conditions, beginning with the fiscal year in which the Project was initiated 
and within one hundred twenty (120) days following the close of each fiscal 
year of the Executing Agency. 

(b) The statements and documents described in paragraphs (a)(iii), (iv) and (v) shall be 
submitted with the opinion of the auditing entity specified in the Special Conditions of this Contract 
and in accordance with requirements satisfactory to the Bank. The Borrower or the Executing 
Agency, as the case may be, shall authorize the auditing entity to provide the Bank with any 
additional information it may reasonably request with respect to the financial statements and audit 
reports issued. 

(c) In cases in which the audit is to be performed by an official auditing agency and such 
agency is unable to perform the audit in a;::cordance with requirements satisfactory to the Bank or 
within the periods mentioned above, the Borrower or the Executing Agency shall eontract the 
services of a firm of independent public accountants acceptable to the Bank. The services of a firm 
of independent public accountants may also be utilized if the contracting parties so ·agree. 
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CHAPTER VIII 

Pro\'ision on Encumbrances and Exemptions 

ARTICLE 8.01. Commitment on Encumbrances. If the Borrower should agree to create any 
specific encum brance on all or part of its assets or re venues to secure an external debt, it shall at the 
s:ime time cre:ite an encumbrance guaranteeing to the Bank, equally and proportionally, the 
fulfillment of the pecuniary obligations arising from the Contract. However, the foregoing shall not 
apply: (a) to enc umbrances on goods used as security for payment of the unpaid balance o f the 
purchase pri ce ; and (b) to encumbrances created in banking operations to secure payment of debts 
with maturities o f not more than one year. In the event that the Borrower is a member country, the 
tem1 "assets or re,·enues" shall mean all types of assets or revenues which belong to the Borrower 
or an y of its dependent agencies which are not autonomous entities with their own separate capital. 

ARTICLE 8.02. Tax Exemption. The Borrower undertakes to ensure that both the principal and 
the interest and other charges of the Loan shall be paid \Vithout any deduction or restriction 
,,·hatsoever, exempt from any tax, fee, duty or charge established or that may be established by the 
laws of its country, and to pay any tax, fee, or duty applicable to the signing, negotiation , and 
execution of thi s Contract. 

CHAPTER IX 

Arbitration Procedure 

ARTICLE 9.01. Composition of the Tribunal. (a) The Arbitration Tribunal shall be composed 
of three members to be appointed in the following manner: one by the Bank, another by the 
Borrower, and a third, hereinafter called the "Referee", by direct agreement between the parties or 
through their respecti \'e arbitrators. If the parties or the arbitrators fail to agree on who the Referee 
shall be, or if one of the parties should not designate an arbitrator, the Referee shall be appointed, 
at the request of either party, by the Secretary General of the Organization of American States. If 
either of the parties fails to appoint an arbitrator, one shall be appointed by the Referee. If either of 
the appointed arbitrators or the Referee is unwilling or unable to act or to continue to act, his 
successor shall be appointed in the same manner as for the original appointment. The successor shall 
have the same functions and faculties as his predecessor. 

(b) If the controversy affects not only the Borrower but also the Guarantor, if any, both 
shall be considered a single party and consequently shall act jointly in the designation of the 
arbitrator and for the other purposes of the arbitration proceedings . 

. , 
ARTICLE 9.02. Initiation of the Procedure. In order to submit the controversy to arbitration, the 
claimant shall address to the other paI1y a written communication setting forth the nature of the 
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clJ im , the sati sfac tion or compensation wh ich it seeks, and the name of the arbitrator it appoints. 
The p::i11y receiving such communication shall, within forty-five (45) days, notify the ad\'erse party 

of the name of che person it appoincs as arbicrator. If, within chirty (30) days after delivery of such 
no1ification to the claimant, the parties have not agreed as to the person who is to act as Referee , 
ei ther p:iny may request the Secretary General of the Organization of American States to make the 
appointment. 

ARTiCLE 9.03. Convening of the Tribunal. The Arbitration Tribunal shall be convened in 
\\'ashington, Discrict of Columbia, United States of America, on the date designated by the Referee, 
and, once convened, shall meec on che dates which the Tribunal itself shall establ ish. 

ARTICLE 9.0..i. Procedure. (a) The Tribunal shall be competent to hear only che matcers in 
controversy. It shall adopt its own procedures and may on its own initiative designate whatever 
experts it considers necessary. In any case, it shall give the parties the opportunity to make oral 
present::itions. 

(b) The Tribunal shall proceed ex aequo et bono, basing itself on the terms of this 
Contract, and shall issue an a\\'ard even if either party should fail to appear or present its case. 

(c) The award shall be in writing and shall be adopted with the concurrent vote of at least 
t\\'O members of the Tribunal. It shall be handed down within approximately sixty (60) days from 
che date on \\'hich the Referee has been appoinced, unless the Tribunal determines that, due to special 
and unforeseen circumstances, such period should be extended .. The award shall be notified to the 
parties by means of a communicacion signed by at lease two members of the Tribunal, and shall be 
complied with within thirty (30) days from the date of notific.atiori. The award shall be final and will 
not be subject to any appeal. 

.ARTICLE 9.05. Costs. The fees of each arbitrator shall be paid by the party which appointed him 
and the fees of the Referee shall be paid by both parties in equal proportion. Prior co the convening 
or the Tribunal, che parties shall agree on the remuneration of the ocher persons who, by mutual 
agreement , chey deem should cake part in the arbitration proceedings. If such agreement is not 
reached in a cimely manner, the Tribunal itself shall determine the compensacion which may be 
reasonable for such persons under the circumstances. Each party shall defray its own expenses in 
the arbitration proceedings, but the expenses of the Tribunal shall be borne equally by the parties. 
Any doubt regarding the division of costs or the manner in which they are to be paid shall be 

decermined, without appeal, by the Tribunal. 

ARTICLE 9.06. Notification. All notifications relative to the arbitration or to the award shall be 
made in the manner provided in this Contract. The parties waive any other form of notification. 
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ANNEX A 

THE PROGRAM 

Georgeta'' n Water Supply and Se\\'erage Program Il 

I. Ohjective 

1.01 The Program aims to improve the sanitary conditions of the population in Georgeto,,·n and 
reduce the current levels of environmental degradation through an improvement in the 
quality of the water supply and sewerage services. 

1.02 In order to achieve the goal referred above, the Program has three objectives: (i) a further 
improvement in the availability and quality of potable water and the reliability of the 
distribution system; (ii) an improvement in the level of operation of the sewerage system; 
and (iii) the consolidation and further improvement of GS&WC as the operating agency. 

1.03 The first objective will be achieved through a series of actions to reduce physical loses, 
commercial loses and wastage, as well as the installation of trunk mains to improve the 
distribution of water throughout the system. Also, two iron removal plants will improve the 
quality of the water produced. The second objective implies a rehabilitation of the sewerage 
system. Finally, in order to take full advantage of the potential effect .of the investment 
components of the Program in the quality of the service;special emphasis will be placed in 
the administration and operation of the system. The Program intends to involve a PMF to 
achieve a further improvement in these areas, as \\•ell as specific targets in the 
commercialization of the service and the reduction of unaccounted-for water. 

II. Description 

2.01 The Program consists of three components, each one corresponding to one of the objectives 
referred above. 

1. Further improvement in the availability and quality of potable water and the 
reliability of the distribution system 

2.02 Construction of iron remornl plants: This sub-component will finance the construction of 
' , 

iron removal facilities at two of the ground production sites (Central Ruimveldt and Sophia), 
which supply water to five of the fifteen zones of the city. Each of the sites will be provided 
with two aeration and clarification units with a combined capacity to treat 38% of the water 
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currently produced from the A Sands Aqu ifer. The effec t of the activities included 111 thi s 
sub-component\\ ill be an impro\·ement in the quality of the water supplied to the customers . 

2.03 I nsla Ila lion of'' at cr trunk ma ins: The sub -component wi II finance the installation of 7 564 
meters of trun k mains of 6 , 8 ancl 16 inches of diameters in orde r to improve the connection 
of the m:iin system to t\\'O zones of the city that currentl y are relatively isolated and sen ·ed 
\\·ith indi\·iduJl \\ e lls. Thi s work \\'ill complete the rehabilitation of the trunk mains system 
th:H \\:is :!lrcady in1tiJtcd under the Rl\·1P. The effect of the activi ti es included in this sub­
componen t \\' ill b~ a better di s tribution of available water among the different zones of the 
ci ty and espec iall y to those areas located away from the various production si tes. 

2.0-t Rehabilita tion and sectorization of the distribution system: Thi s sub-component \\'il l 
fin~mce the replacement and sectorizati on of the distribution network in four of the zones 
benefiting from the new iron removal plants. In particular, this sub-component includes 
replacement of pipes and installation of valves, fire hydrants, valve boxes, house ser \'ice 
connections and related fittings. Zones not rehabilitated at this time will also be separated 
and isolated through the installation of valves. Finally, flow meters and pressure gauges wi ll 
be installed in the inflow and outflow points of each zone in order to monitor flows. The 
effects of this activity will be a control and a reduction of the current levels of unaccounted­
for-water and a better operation of the system. 

1.05 Installation of meters: This sub-component will finance the purchase and installation of 
16,800 meters in nine zones of the city. Meters will be installed in accordance with the 
conditions of the service in terms of iron concentration in the water and residual pressure at 
the customers' connection. Areas served by the Shelter Belt Plant, areas served by existing 
B Sands well s and areas to be served by the proposed treatment facilities are expected to 
experience water supplies with low iron concentrations (less than 0.5 mgfl) . Any area served 
by these facilities that experience pressures g reater tha~ 10 psi will therefore be suitable for 
metering. The effect of the activities included in thi? sub-component will be a reduction of 
current level of commercial loses as well as a reduction of water wastage. 

2. ImproYCment in the level of operation of the sewerage system 

2.06 Rehabilitation of the sewer system: This sub-component will finance the cleaning, repair 
and replacement of yard and street se\',:ers. Also, thi s sub-component will finance major 
refurbi shment and reconditioning of the pump stations, which a modified design to settle the 
grit and grind the solids in order to minimize the damage to the pumps. The effect of the 
activities included in thi s sub-component will be a better operation of the sewerage system 
with reduction of blockages and al so failures in pump stations. 

2.07 Construction of a sludge pretreatment facility: This sub-component will finance the 
construction of a sludge pretreatment facility, which will receive the sludge from the septic 
tanks. The sludge pretreatment facility will consist of a dumping station to receive the tanker 
trucks, a bar screen to separate the solids, a grit removal chamber,.a two-day storage facility 
and a pumping station to pump the resulting wastewater into the sewage system. This sub­
component will also finance the extension of the existing outfall in order to ensure an 
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adequ:ite di spos:il of discharge fonn the se\\'erage system . The effec t of the acti,·ities 
included in this sub-component will be a better di sposal of the sludge coming from septic 
t•mks, \\'hich are currentl y be ing discharged in drainage ditches or se\\'age pump stations. 

3. Consolidation and further impronment of GS&\\'C as the operating agency 

2.08 Assistance of a Project i\lanagement Firm: This sub-component will finance the 
strengthening of GS&\VC's administrative and operational capabilities through a PMF. The 
scope of activities of the PMF will be: (a) to assist GS&WC in the execution of the physical 
components of the Program; (b) to provide institutional strengthening to GS&\VC; and (c) to 
impro,·e the fin:incial situation of GS&\VC by being responsible for the commercial aspects 
of the service. The execution of the physical components of the Program will imply for the 
PN1F the preparation of tender documents, the administration of tender processes, the 
preparation of bid evaluation reports, the supervision of contractors, and the assistance to 
GS&WC in the general administration of the Program and the preparation of requests for 
disbursements and financial statements. The institutional strengthening of GS&WC will 
imply for the PN1F the implementation of studies included in the Program, the development 
and implemenrn.tion of on-site training programs and the transfer of technology to GS&WC 
staff to improve the daily operation, maintenance and administration of the systems. Finally, 
there will be two areas in which the role of the P!'vfF will change from the provision of 
support to full responsibility. These areas, \Vith direct impact in the improvement of the 
financial situation of the service, are the reduction of physical loses in the system and the 
commercialization of the service. The compensation _to be perceived by the PMF will be 
linked to the achievement of agreed benchmarks in _these two areas, which are reflected in 
Section 5.01 below. 

III. Total Cost of the Program and Financing Plan 

3.01 The total cost of the Program is estimated at US$30.0 million equivalent, of which the Bank 
will finance up to USS27 million equivalent or 90% of the total cost. In addition to the 
Bank's financing, the Ministry of Housing and Water will provide the local counterpart of 
USS3.0 million equivalent, or the remaining 10% of the total cost. The following table 
presents a breakdown of estimated costs by investment categories and source of financing. 
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Cost and Financing 

(in thousands of LIS$) 

BA.•·rn: LOCAL 
CATE GORIES TOTAL 

CO:'iTRIBUTIO:'i 

J. E:-iGTh'"EERL~G & AD.'.\ffi'\ ISTRATJON 4 .000 0 4 ,000 

1.1 Pro;ect '.\lanagemrnt Firm 3,500 0 3,500 

1 2 Final designs 500 0 500 

D. DIRECT COST 15,745 2,040 17,785 

2. l Construction of iron remo\'al plants 1,060 6-10 1,900 

2 2 Rehabilitation and Sectorization of the Distribution 5,935 0 5,935 

system 

2.3 Installation of:\!eters 1,770 0 1,TiO 

2.-i Installation of Water Trunk ?\lains 0 820 820 

2.5 Rehabilitat ion of the Sewer System 6,180 380 6,560 

2 .6 Construction of a Sludge Pretreatment Facil ity 800 0 800 

ill . CONCURRENT COST 575 0 575 

3.1 External Auditor 300 0 300 

3 .2 En\'ironmental '.\lanagement Plan 275 0 2i5 

IV. UNALLOCATED 5,754 615 6,369 

-I . I Conti ngencies 3,0-18 306 3 ,354 

-1 .2 Escalation 2 ,706 308 3 ,014 

V. FINANCIAL COSTS 926 345 1,271 

5 1 Interest 656 . - 0 656 

5.2 C redit Commission 0 345 345 

5.3 Inspecti on fee 210 0 210 

TOTAL 27.000 3 .000 30,000 

O/o 90% 10% 100% 

IV. Execut ion Schedule 

4.01 In order to ensure the adequate equilibrium between physical investments and efforts to 
improve the financial situation of the service, Joan resources for the execution of the physical 
components of the program wi ll be approved in three stages over a period estimated to be 
five (5) years or less. The works inoluded on each stage are presented in Table 4.1 below. 
The approval for the executi on of each stage will be conditioned upon the fulfillment of the 
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oblig:itions and benchmarks in Section 3.03 of lhe Special Condi tions. Access to each Stage 
shall not be restricted to a specific iimeframe and may proceed at any time upon ful fillm.::nt 
of the :.1bo\·e refen-ed condll1ons and hcnchmaks . 

Stages of lnHstment 

SL'B ·CO~tPO:'iE:\T STAGE 1 STAGE 2 STAGE 3 

Construction of iron Iron removal plant in Iron removal plant in 
remo,·al plants Central Ruimvedl t Sophia CUSS940,000) 
<L"SSl.910.000> t l "SS960.000l 
Installation of water Installation of water 
t runk mains (t;SS trunk mains 
620.000) ll!SS820.000l 
Rehabilitation and Rehabilita tion and Rehabilitation of zone 
sectorization of the sectorization of zones Wl , W14 <USSl,455,000l 
distribution systems \\'2, and \\'4 
<t: SS5,935,000) ct.:ss -1.oso,000> Sectorization of remaining 

zones <USS400.000l 
ln;talla t ion of meters '.\leteringof zone> Wl, \\'2 :'.\Ietering of zones Wl4, 
<L'.SSl,'ii0,000) and \\' -I <USS570,000) \\'3, \\'7, \\'S, \\'12, and 

\\'13 <USSl.200.000) 
Rehabilitation of the Rehabilitation of Rehabilitation of yard 
sewer system sewerage pump stations and street sewers 
CL"SS6.5G0.000\ IL'SS2.600.000) c L7SS3.960.000l 
Construction of a Constructjon of a 
sludge pretreatment sludge pretreatment 
facilit,· <l'SSS00.0001 facilit,-ct;SSS00.000> 
TOTAL usss.210.000 USS4,815.000 USS4,760,000 

\'. Performance Indicators 

5.01 The contribution of the Program to the impro\'ement of the operational capabilities of 
GS&WC and its financial situation will be monitored through the performance indicators 
presented below. The value of these indicators will be refl ected by the auditors in their 
annual report. 
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Performance Indicators And Benchmarks 
-

lj';DlCATOR 2000 2001 2002 2003 2004 

Co' ..:f)J:'.~ of op.:r Jl lllg 1.'.\p.:ns.:> \1n ':C) 

Calculated as : r tJvenues
1 

divided by 100% 101 'il- 104'7c 115% } 15'7G 

0&'.\1 .-D cos ts 

'.'ct l ncom~ (i n m1ll1ons of GS of I 999) 

Calculated as: re\'enues minus O&l\I+D 0.0 3.7 18.6 77.5 77.7 

cos ts 

Co\'er age of me te ring (in 'J) 

Ca lcula ted as: customer s billed on 29'7c 46% 59% 72ik 85% 

m etered basis di"ided by tota l cus tom ers 

Collections (in <;'() 

Calcula ted as: collections di"ided by 79'/( 83'k 85 1/C 86'd 86'l 

billing 

Physical losses (in 'i<) 

Calculated as: 1 - \'Olume of water 66'7< 63'k 60% 57c1c 55% 

supplied to customers di\'ided by volume 

of water produced 

VI. Procurement 

6.01 \\'he n goods to be procured or sen·ices to be contrac ted for the Program, including those 
related to any form of transportation o r insu ran ce , are to be financed in whole or in part with 
forei gn exchange from the Financing. the procedures and spec ific requ irements for the 
bidding or other forms of contracting, shall permit the unrestricted participation of goods and 
services from member countries of the Bank. Consequently, no conditions that would 
prevent or restrict the offer of goods or the participation of con tractors from such countries 
shall be establi shed in such procedures or specific requirements. 

J CJkulJ1cd as the l' h :i.t£~S billed to the customers plus the subsidies from GOG J llo"cd in 1hc new l:mff struclure 
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\'I I. Consulting Senices 

7.01 In the selection and contracting of consulting services fin anced in \\'hole or in pan \\'ith 
re sources from the Fin:incing: (a) the procedures agreed upon with the Bank shall apply; 
and (b) no conditions or stipulations may be established that would restrict or pre\'ent the 
p:.:inic ipation of consult an ts from the Bank 's member countries. 

7.02 \\'i th respect to consulting services financed with resources of the local counterpart, the 
Ban k reserves the right to review and approve, prior to the Borrower proceeding with the 
corresponding hire, the names and background of the firms or in di ridual consultants 
selected, their terms of reference, and the agreed fees. 

7.03 Super\'ision by the Bank of the contracting of consulting services under the Project for 
amounts below the equivalent of USS30,000 shall be carried out ex post, allowing the 
respective procedure set forth in B and C . 

\'Ill. \Iaintenance 

8.01 The purpose of the maintenance shall be to preserve all the works of the Project in the 
operating conditions in which they were upon their completion, at a level compatible \\'ith 

_ .,..; the sen·ices they should provide. 

S.02 The proper maintenance of the systems during the execution period will be secured through 
the obligations of the PMF in the performance contract. In order to ensure proper 
maintenance of the rehabilitated system thereafter,· each year, for ten years after the 
completion of the program, GS&WC will submit to "the Bank an annual maintenance report 
which will include: (i) detail s of the organizational arrangemencs and personnel responsible 
for maintenance; (ii) information on the conditions of the facilities; and (iii) resources 
allocated for maintenance in the current and following year. 

IX. Em·ironmentnl \lanagement Plan 

9.01 The EMP consolidates the mitigating measures, studies and monitoring activities to ensure 
environmental soundness of the program. The GS&WC, with the support of the PMF, will 
be the entity responsible for overall implementation and quality control of the EMP. 
GS&WC will assign a technical professional from the PMF as coordinator of the EMP. The 
EMP Coordinator \viii have the following main tasks: (i) coordinate the overall execution 
of activities related to environmental management under the program, in accordance with the 
EMP; (ii) act as principal liaison of the GS&WC with the EPA and, as appropriate, with 
other governmental agencies in activities pertaining to the EMP, including the requirements 
set out in the Environmental Permit; and (iii) provide training and follow-up quality control 

1047/SF-GY 



- 8 -

1n the ;1pplication of cnv1rnnmcntal guidelines and speci fi cations for constrnct1on and 
rc hab il 1t:!t1on " or).; s. 

\:. Tariffs 

10.01 The tariff rncnues from the water and sewerage services shall cover 100% of operation, 
m::i in t c n ~rnce and J epreci:1tion expenses in the year :2000, and this percentage shall increase 
to 10-i<.l in :?002 ~md 11 59( in 2003 and thereafter. Also, the same tariff revenues shall 
generate a net income for GS&\VC of G£ 18.6 million in 2002 and GS 77.5 mi llion in 2003, 
these benchm::i rks being expressed in GS of 1999. GoG will take the necessary measures, 
::icceptablc to the B:.m).;, to adjust the tariff rates and structure agreed during the analysis 
mission in order to achie,·e the ti me ly co\'erage of costs and the generation of net income 
expressed abo,·e. 

. ) 
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LEGIII/GY-1167 

AN~1EXB 

TENDER PROCEDURES 

Georgeto\\'n Water Supply and Sewerage Program II 

I. APPLICABILITY 

1.01 A mount and h ·pes of entities. These Procedures shall be used by the Tendering Entity 1 in 
al I procurement of goods and execution of works for the Project. 2 Whenever the estimated 
value of such_ goods or works is equal to or exceeds the amounts set forth in Section 4.01 of 
thi s Contract" ~nd provided such Entity is part of the public sector, the procurement method 
to be used shall be international competitive bidding. Included in the public sector are 
corporations and other entities in which government participation exceeds 50 percent of 
their capital. The contracting of related services, such as transportation of goods, insurance, 
installation and assembly of equipment and initial operation and maintenance shall also be 
governed by these Procedures. The rules applicable to the procurement of goods under 
these Procedures are applicable to such services.

4 
Consulting services however, are 

go,·erned by different procedures. 

3 

/11 rhese Proced11res, rhe ten11 "Tendering E11tity" refers to the e111ity charged H'ith carrying 
011r rile bidding process for the Project, both for w(frks as \\:ell as for goods and related 
serl'ices. This entity may correspond, depending 011 the circumstances, to the Borrower, to 
the Exec111ing Agency or to certain official emities or specialized agencies which may be 
granted awhority, p11rs11am 10 local law, over the entire p11blic sector bidding processes or 
only O\'er the selection and adj11dicatio11 stages. "Bidder" is the entity s11b111itting the bid. 
Otht:r l<!1111s used are renderer, offeror. bidding jinn. contractor, s11pplier, etc. 

"Project" means the Project or Program for which the Financing has been extended. 

For nonreimb11rsable tech11ical cooperations, any reference to ''the Section 4.01 of tlris 
Co111rac1 "shall read as ''tlze Special Conditions of this Agreemem ': 

As mi exception, 11ario11ality of jinns rendering the related ser"Vices is govemed by the same 
criteria as those 11sed for deten11"if1i11g the nationality of co11stmcrio11 jinns, as set forth i11 
paragraph 2.07. /11 this Procedure the ten11 "service" is 11or used as a sy11011y111 of 
construction services (works). 
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1.02 LrKal law. The Tendering Entity may apply, in supplcment:iry form, tu the proYisions of 
these Procedu res. fo nn2l requirements or procedural detail s prescribed under local law and 
not included in these Procedures, when thei r appl icat ion does not contr:n ene b;.isic bidding 
guarantees or rclc,·ant B:rnk policy. 5 

I .OJ 1.egal re1:1tionships. The legal relati onship betwceil the Bank :rnd the Borro,,·cr is 
go' e111 ed by thi s Contract. This Contract also regulates important aspects of the 
procurement process. The legal relationship bet\\'een the Tendering Entity and the suppliers 
oi \\'Orks, goods and related services is governed by the bidding documents and the 
p10,i sions of the rcspecti\'e contracts between those parties; no suppli er or entity th3t is not 
3 p:irty to thi s Contract can deri ve rights or demand payme nts on the b;isis of thi s Contract. 

I .0-t Dasie responsibilities. The responsibility for the execution of the Project remains \\' ith the 
Borro\\'er and, for thi s reason, such Borrower is also responsible for the award and the 
man:igement of the procurement contracts, all without prejudice to the supervisory authority 
of the Bank. 

II. GE!'\'ERAL RULES 

2.01 Ethical standards. The Bidders, the Tendering Entity, the Borrower or any other 
individuals or entities participating directly or indirectly in procurement under these 
Procedures, shall adhere to the highest ethical standards and refrain from engaging in 
conupt pr;.ictices, both during the bidding process and the execution of the corresponding 
procurement contracts. 

2.02 

5 

International competitive bidding. The system of international competitive bidding shall 
be used whenever the acquisition of goods or the execution of works or related services is to 
be partially or totally financed with foreign exchange from the Financing and the estimated 
cost of such goods, works or services is equal to or exceeds the amounts set forth in Section 
4.0 I (a) of this Contract. 

Because these Procedures are 1mifon11ly employed by the borrowing countries, a11d because 
bidding legislario11 \'aries from country to co1111try i11 both f orm and derail, the mies a11d 
procedures established hereill set forth 011/y the general g11ideli11es of the bidding process. 
its basic g11ara11tees (such as publicity, equality, competition, fonnaliry, co11ftdentiality, a11d 
free access) as well as the relevallt policies of the Bank. For this reason, local laws may 
s11ppleme11t the provisiolls of these procedures in regard to certain practices or procedural 
derails. such as the membership of bidding boards or technical committees, fomzalities for 
registration of ftnns, periods for the award or eval11atio11 of bids, f omral req11ireme11ts of 
the minutes of the meeting to publicly ope11 bids. Jonna[ req11ireme11rs ro mvard, a11d so 
f onh. · ' 
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2.03 l!nrestricted participation of bidders. When foreign exchange from the Financing is to 
be used, the procedures and specific requirements for the bidding shall permit the 
unrestricted participation of bidders from member countries of the Bank. Consequently, no 
conditions that would preclude or restrict the offer of works, goods, or related ser\'ices, 
including those related to any mode of transport , or the participation of bidders from such 
count1ies, may be imposed. 

2.0~ Public bidding which mav be restricted Jocallv. The acquisition of goods or execution of 
\\'Orks to be totally financed with local currency from the Financing, or \\'ith local 
counterpart funds, or with a combination of both, the amounts of which are equal to or 
exceed those indicated in Section 4.0l(a) of this Contract, shall be accomplished through 
public bidding which may be limited to the national market. 

2.05 Other procedures for execution of works or procurement of goods. Whenever the 
procurement of. goods or the execution of works is financed exclusively by resources other 
than those of the Financing or of the Borrower 

6
, the Tendering Entity may follow 

procedures agreed upon with the supplier of such resources. Nevertheless, the procedures 
must comply, to the Bank's satisfaction, with the Borrower's obligation to carry out the 
Project diligently and efficiently. Furthermore, the Bank must be satisfied that the goods 
and \\'Orks to be procured shall be: (a) of satisfactory quality and meet the technical 
requirements of the project; (b) delivered or completed in timely fashion; and (c) procured 
at market prices. The Bank may request that the Tendering Entity pro\'ide it \\'ith 
information on the applicable procedure and the results obtained therefrom. 

2.06 Procedures applicable to bids in amounts Jess than- the limits indicated in Section 
4.0l(a). 

6 

a. The procurement of goods or the execution of works for amounts less than those 
indicated in Section 4.0l(a) shall , as a general rule, be governed by the provisions of 
the respective local Jaw. Insofar as possible, the Tendering Entity shall establish 
procedures pennitting the participation of several bidders and gi\'e appropri ate 
consideration to economy, efficiency and reasonable price. Whenever foreign 
exchange from the Financing is to be utilized, the procedures employed shall pennit, 
in addition , the participation of bidders for goods or works from the Bank's member 
countries. 

S11clr as resources from commerCial banks, suppliers or other i111ematio11al :ft11a11cial 
i11sri1111io11s. 
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Whene\'Cr Annex A provides that certain procurement wi ll be supervised by the 
Bank c:x post, that is, subsequent to the signing of the con·csponc.Jing procurcrnenc 
contracts, the Tendering Entity shall promptly notify the Bank each time a 
procurement contract has been entered into and wi 11 send to the Bank the basic data 
re lating to the contract. The Tendering Entity shall retain, so that the Bank may 
C l!T)' out its supen·ision , the background information on each procurement and in 
panicubr the follo\\'ing documents: 

(i) the pertinent tendering documents; 

(ii) tender notices and letters relative to the publicity gi,·cn to the bidding; 

(iii) reports on tender evaluation and on the recommendation lO a\\'ard the 
contract; and 

(i\') the corresponding signed contracts. 

The Tendering Entity shall also provide the Bank \\'ith any additional information 
\\'hich the Bank may request. 

c. Procurement supervised ex post is also subject to Bank policies. The Bank reser\'es 
the right : 

(i) not to finance or to cancel resources for contracts \\·hose procurement 
procedures were not in accordance \\'ith_ Bank policies; 

(ii) to request reimbursement, with interest and comrruss1ons, of resources 
already disbursed for such contracts; and 

(iii) not to recognize as part of the local counterpart contribution, resources 
assigned by the Borro\\'er for such contracts. 

The Bank further reserves the right to require that future contracts be supervised ex 
a nte. 

Participants and eligible goods. Goods and works to be procured for the Project that are 
to be financed by proceeds from the Financing must originate in the Bank's member 
countries.7 The following rules shall be followed in determining such origin: 

The goods and sen-ices ro be COIJlracred for rhe Projecr, a11d which are financed 1rirh 
resources of rhe M11/1ilareral lm·esrme11r F1111d, shall come from Donor co11111ries -of the MI F 
or regional dei·eloping co11nrries n.,1ich are members of rhe Bank. 
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""'- 1. fo the case of bidding for works: 

2.08 Criteria for determining nationalitv. Only finns from the Bank's member countries may 
bid on \\·orks. To determine the nationality of the bidding firm, the Tendering Entity must 
' c1ify the follo\\'ing criteria: 

a. that the firm be constituted and in operation, in accordance with the laws of the 
member count!)' in which the finn has its principal domicile; 

b. that the finn have its principal place of business located in a member country; 

c. that more than 50% of the finn 's capital be owned by one or more persons or legal 
entities of one or more member countries or by citizens or bona fide residents of 
such eligible countries; 

d. that the .finn be an integral part of the economy of the member country where it is 
located; 

e. that there be no arrangement whereby any substantial part of the net profits or other 
tangible benefits of the finn will accrue or be paid to persons not citizens or bona 
fide residents of member countries or to legal entities that are not eligible in 
accordance with the nationality requirements set forth in this paragraph; 

f. that in the case of a contract for the execution of works, not less than 809' of all 
persons who will perfonn .services in the couniry where the construction is to be 
carried out, whether employed directly by the contractor or by a subcontractor, be 
citizens of a member country. In making this computation with respect to a finn 
from a count!)' other than that in which the construction site is located, citizens or 
pennanent residents of the country where the construction is to be carried out will 
not be counted; and 

g. that the foregoing criteria apply to each member of a joint \'enture or consortium (a 
collaborative effort of two or more finns) and to every finn which is proposed to 
subcontract part of the work. 

h. The requirements set forth in this paragraph must be made known to all interested 
partjes; these shall submit to the Tendering Entity the necessary infonnation for 
deterrruning their nationality, either in the prequalification or bidding fonns or in 
the fonns to register, as the case may be . 

. ' 
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2. /u the case of bidding fur goods. 

2.09 Criteria for determining the origin of goods. Only goods whose country of 01igin is a 
Bank member country may be acquired. The term "country of origin" means: 

:1. that country in which the material or equipment has been mined, gro\\·n, pro<luced, 
manufactured or processed; or 

b. that country in which, through manufacturing, processing or assembly, another 
com.mercially recognized article results which differs substanti ally in its basic 
characteristics from any of its imported components. The nationality or country of 
origin of the finn that produces, assembles, distributes or sells the goods or 
equipment shall not be relevant to determine their origin. 

2.10 !'iational and regional margins of preference for bidding on the procurement of goods. 
The Tendering Entity may apply the following margins of preference in public international 
bidding on the procurement of goods: 

2.11 \'ational margin of preference. When suppliers from the country of the BorTO\\'Cr 
p:irticipate in public bidding, the Tendering Entity may apply a national margin of 
preference in favor of such local suppliers. The following criteria shall be utilized: 

a. A good shall be considered to be of local origin if the cost of the local materials, 
labor and services used to produce the item constitutes not Jess than 40Ck of its total 
cost. 

b. In comparing local and foreign offers, the ·bid or offered price of goods of local 
origin shall be the delivered price at the Project site, with deductions for: (i) import 
duties paid on significant raw materials or manufactured components; and (ii) local 
sales, consumption and value-added taxes incorporated into the cost of the item or 
items being offered. Proof of the amounts to be deducted under (i) and (ii) shall be 
provided by the local bidder. The foreign bid or offered price shall be the CIF price, 
excluding import duties or consular and port fees, to which will be added port 
handling charges and any local transportation from the port or frontier to the site of 
the project in question. 

c. The conversion of currencies to provide price comparisons shall be made on the 
basis of the exchange rate utilized by the Bank itself in this Contract. 

d. In adjudicating bids, the Tendering Entity may add a 15% margin of preference or 
the actual import duty, whi~hever is the lesser, to the CIF price of the fort!ign offers 
expressed in their local currency equivalent. 
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2.12 Regionnl margin of preference 

a. For purposes of this Contract, the Bank recognizes the follo\\'ing regional or 
subregional integration agreements: (i) Central American Corrunon Market; 
(ii) Caribbean Community; (iii) Cartagena Agreement; and (iv) Latin American 
Integration Association. If the country \\'here the Borro\\'er is located has signed 
more than one integration agreement, either the subregional margin of preference or 
the regional margin may apply depending on the country of origin of the article to 
be procured. 

b. Where suppliers from a country (other than the country of the Borro\\'er) that is a 
party to an integration agreement to which the country of the Borrower is also a 
party, participate in a bidding, such suppliers of goods are entitled to a regional 
margin of preference utilizing the following criteria: 

(i) A good shall be considered to be of regional ongm if it ongmates in a 
country that is a party to an integration agreement to which the country of 
the Borrower is also a party and if it complies with the standards governing 
origin and other matters relating to trade liberalization programs established 
in the respective integration agreements. 

(ii) The local value added shall not be less than that stipulated for the national 
margin of preference. 

(iii) In comparing foreign offers, the Tenderi_ng Entity may add to the price of 
offers of goods originating in countries not parties to the respective 
integration agreement either 15% or the difference between the import duty 
applicable to such goods when they originate in countries not parties to the 
integration agreement and that which is applicable to those goods when they 
originate in countries which are parties to the agreement, whichever is lO\\·er. 

2.13 Joint ventures. The Bank encourages the participation of local manufacturers and 
contractors to aid development of local industry. Manufacturers, industrial firms and local 
contractors may bid independently or in joint venture with foreign firms, but no conditions 
shall be established requiring mandatory joint ventures or mandatory percentages of 
participation . 

. I 
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lll. l:'\TEl{;'A TIO?\AL CO\lPETITIVE BIDDING 

PUBLICITY 

Ge11eral Procure111ent Notice 

3.01 Genernl rule :rnd specific requirements. Except as the Bank may other\\'ise agree , the 
Project shall require the publication of a General Procurement Notice ("GPN"). This notice , 
''h ic h is intended to gi ve interested panies timely notification of acquisitions for works or 
goods th at rn:iy result from the Project, as wel l as to provide a tentative schedule for such 
biddings, shall include the following infonnation: 

a. the name of the country; 

b. a reference to the Inter-American Development Bank Joan; 

c. the name of the Project, amount and purpose of the Joan; 

d. a brief description of each bidding or group of biddings that would take pbce as 
pan of the Project, indicating in which quarter or half of each year the biddings are 
likely to take place; 

e. a b!ie f descripti on of the Bank's policy on publicity for specific biddings, ,,·ith an 
indication of the type of public:uion to be used;_ and 

f. the name of the Tendering Entity, its postal address, and telephone and fax numbers 
at which interested panies may obtain additional infonnation. 

3.02 !\let hod of puhlication. When the GPN is not in the process of being published or has not 
been published prior to the signature of thi s Contract, the Bank wi ll arrange on behalf of 1he 
Tendering Entity, to have the GPN published in the United Nations Journal "Development 
Business." For such purpose, the Tendering Entity shall send to the Bank, for its review and 
publication, within 30 days from the date of this Contract, the text of the GPN to be 
published, following the requirements of paragraph 3.01, above. Once the final text has · 
been agreed upon, the Bank shall carry out its publication, which may be in any of the 
official languages of the Bank. 

3.03 Publicitv requirements for specific biddings 

a. Content of the public noti'ce to prequalifv. The public notice of prequal ification 
o r registration of prospective bidders, as the case may be, the tex t of which shall 
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have been previously approved by the Bank, shall include, at a minimum, the 
following information: 

(i) 

(ii) 

(iii) 

(iv) 

a general description of the Project and of the work which is the subject of 
the bidding, its site and its principal characteristics. In the case of bidding 
on goods, their description and special characteristics, if any; 

the proposed method of prequalification; 

approximate dates for issuance of the invitations to bid, opening of tenders, 
initiation of the works which are the subject of the bidding, and completion 
of construction; 

the fact that the project for which bidding is being carried out is being 
partially financed by the Bank and that the procurement of goods or 
contracting for works covered by said Financing shall be subject to the 
provisions of this Contract; 

(v) the place, time and date at which firms may obtain the prequalification or 
registration fonns agreed upon by the Tendering Entity and the Bank, as 
well as the cost of these fonns; and 

(vi) any other requirements which must be fulfilled by interested parties so that 
they qualify and are subsequently invited or are able to participate in public 
biddings. · 

Content of the notices of the call to bid and invitations to bid 

Calls to bid published in the press when prequalification has not taken place or 
invitations to bid delivered or forwarded to prequalified firms, the texts of which 
shall have been previously approved by the Bank, must specify, as a minimum, the 
following: 

(i) the description of the Project, purpose of the bidding and source of funds 
destined to finance the cost of the procurement of goods or works; 

(ii) the fact that the project for which bidding is being carried out is being 
partially financed by the Bank and that the procurement of goods or 
contracting of works payable from said Financing shall be subject to the 
provisions of this Contract; 
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{ii i) 1he gcnt:ral tlescnp1ion of the equipmen t, machi nery and rn :1tcri als rcquin:J. 
as we ll as u l the worb . 1l1c volu1m: or qu a11 1i1y ur \\l1rl-.. . 11s pr111cq>:d p:11 ls 
and the deadli ne for i ts complet ion; 

(i v) the office or place, date and time al which the bidding documents, inc ludtng 
the bidding guidelines, p lans. specificati ons and dra ft contracts. may he 

obtained; 

(v) the nfficc when:~ the bids arc to be submitted and lhc ;iul hurity n:splH1s1 hk 
for thei r appnwal and ;1w ard: and 

(vi ) the place. dale anu Lime al \\ hiL· h the bius \\·ill be \ llk.'111.'. d I ll tile prcscnL· l· \lf 
the bidders or thei r n;p rese nt :ll1 ve~. 

c. Puhlicitv. 

( i ) Local publicitv. Every biJJing for goods. works or rc latc<..l se rv ices sh:il l 
include local public i ty. Said publici ty requires that the public nol1ce or 
prequalification or rcgi stra11 on. ;1nd thal or the in,· i 1:11 in11 [() h id . \I lll'i l 
i ll\ i lati on is not restri cted to prequalt f1cd fi rms, shall he publi shed un ;11 le.ht 
two occas ions in a w idely circulated newspaper. or :.it the elcclHm or till· 
Tendering Ent ity, on one occasion 111 two di fferen t nc" spapers " h1ch arc 
,,·iJcly c irculated. 

(ii) International puhlicitv. [n the case of biddings w ith a value csti rn:1tcd 10 
be equal to or above the amounts set fort h in Section 4.0 I (a) of thi s 
Contrac t, in addition to the local publicity rcfen cd to in suhparagr:1ph 
(i ) above. the T ender ing Enti ty sh;..111 caffy out i111crn at iona l publi cit y« 111 
SUCh CaSCS, lhC publ ic 110llCC of prcqual ifictl ion Ill" rl·~ i s tr; tl i llll ;l!ld th;tl Pl 

submission of bids, when there has been nu preq11ali f1c 1Linn. sh:tl I hL· 
published in the U nited N ;1t inns journal " Deve lopmen t Hu, incs"" and. ii 
applicable, in an y :1ddi11 011a l medium \\hich may Ix s[k'. L° 1f1 cd in the cited 
Secti on 4.01. 

/JIJ)IJ/ .1VG IJOCUMENTS 

3. 0~ Bank\ approval. The biddi ng documents shal l be approved hy the Bank pnnr to their 
release to interested parties. These clocumcnts shall conform to the rL·quirC' mcnts. set f \irtll 
in paragraphs 3.05 to 3.16. 

3.0_:.i ( :taritv. rnntcnts and price of the hidding documents. T he h i dd i n~ d< IClllllClltS rrcparL' d 
by 1! 1c T endering Entity shal l be c lear and coherent. They should dcsn ibc carefull y :incl 111 
full detail what is requi red. that is, the goods. \ 1 ''1rks or serv ices to he pro\'Jdcd: they should 
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not include requirements which make it difficult for qualified contractors to participate and 
they should clearly indicate the criteria to be used in evaluation and comparison of bids. 
The detail and complexity of the documents may vary according to the nature of the 
bidding, but in general the documents shall include: the call for bids; instructions for 
bidders: bid fotms: guarantee or bond requirements; a model contract; technical 
spccific~!tions: a list of goods or a bill of quantities and, when applicable, a table of prices. 
lf :i p1ice is fi:xed for purchase of the bidding documents, it should reflect the reproduction 
cost of those documents and in no case be so high as to discourage competition. 

3.06 Free access to the Tendering Entit\', The Tendering Entity shall be available, once the 
bidding documents have been collected by bidders and up to an appropriate time before the 
bids are opened, to answer questions or clarify the bid documents for bidders. These 
inquiries shall be answered promptly by the Tendering Entity, and clarifications made 
known to the other interested parties that have acquired the bidding documents and to the 
Bank. The names of the firms which requested clarification shall not be made known. 

3.07 Standards of gualit\', If the bidding documents mention standards of quality which the 
equipment or materials must meet, the specifications should also indicate that goods 
complying with other recognized standards which assure equal or higher quality than the 
mentioned standards shall also be acceptable. 

3.08 Specifications for eouioment: brand names. Specifications should not refer to brand 
names, catalog numbers or types of equipment from a particular manufacturer, except when 
it has been decided that this is necessary in order to guarantee the inclusion of a particular 
essential design or characteristic of functioning, constrµction or fabrication. In these cases, 
the references should be followed by the words "or equivalent" together with the criteria for 
determining such equivalence. The specifications should pennit the acceptance of offers for 
equipment with similar characteristics and which provide performance and service at least 
equal to that specified. In special cases and with the prior approval of the Bank, 
specifications may require the furnishing of an article from a designated manufacturer. 

3.09 Currenc\' provisions. The bidding documents shall include the following currency 
proYisions: 

a. Currenc'\' of the bid 

The bidding documents should establish that the bidder may express the price of its 
offer in the currency of its own country or, at its option, in a currency selected by 
the Tendering Entity and indicated in the bidding documents, provided that the 
currency selected is widely .used in international commerce. A bidder \"'.ho expects 
to incur expenses in more than one currency and desires to receive payment in the 
same currencies stated in its offer, should indicate and justify the portion of the 
price of its offer to be paid in each currency. As an alternative, the bidder may 
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express its offer in a single currency and indicate the percentage of the total price to 
be paid in other ctirrencies and the exchange rate used in the calculations. The 
bidding documents shall clearly indicate the rules and procedures for making the 
COn\'ers1on. 

b. Currenn for naluation and comparison of bids 

The currency or currencies in which the Tendering Entity is to pay for the goods and 
works shall be converted to a single currency selected by the Tendering Entity and 
identified in the bidding documents as the currency for comparison of all bids. The 
rate of exchange to be used in the evaluation shall be the selling rate of the selected 
currency, as published in an official source and applicable to similar transactions. 
The effecti\·e date of the rate of exchange should be stated in the bidding 
documents, provided that such date should not be earlier than thirty days prior to the 
date specified for the opening of bids. 

c. Currencv for pavments 

In general, the currency used in payments to a contractor should be the same as that 
quoted in the bid. When payments are to be made in local currency as well as in 
foreign exchange, the bidding documents should require that the amounts to be paid 
in each currency be stated separately and justified. When the bid price is stated in 
one currency and the bidder has also requested payments in other currencies as a 
percentage of the bid price, the exchange rates to be used for the purpose of 
payments shall be those used by the bidder in its bid, so as to ensure that the \'alue 
of the foreign currency portions of its bid price remains the same, without any loss 
or gain. It is the Borrower's responsibility to establish clearly, in the bidding 
documents and in the contract, that the bidder must comply with the requirements 
stated above, and that the bidder shall not be able to obtain payment in a currency 
different from that specified in the bidding documents, the bid and the contract. 

3.10 Exchange risk. When a payment to be made to a contractor or supplier is based on the 
con\'ersion of local or foreign currency, the exchange risk may not be charged to the 
contractor or supplier. 

3.11 Bid bonds. ("Tender guarantees" or "bid securities") Bid bonds should not be set so high 8
, 

nor their validity extended over such long periods, as to discourage responsible bidders 

8 
Some biddi11g practices limit the a11101111t of bid bonds (te11der guarantees) to a certai11 
perce111age of the price of eaclz offer. bz general it is reco111me11ded that tlze Executing 
Age11cy establish a set percentage 1'elated to the estimated cost of the works co111111011 for all 
bidders. This is to m·oid disclosure of the price of each tender prior to the opening of the 
bids, sho11/d the amo11m of the guarantee or bid bond become public k1wn·/edge. This set 
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from tendering. Bid bonds shall be returned to the winning party once the contract is 
e:-;ccuted and the party's performance bond or guarantee has been accepted. Bid bonds shall 
be returned to the second and third-place bidders, within a period of no more than three 
months from the date of the award or upon execution of the contract, if the latter occurs 
prior to such deadline. Bid bonds shall be returned to other bidders within five days 
fol lo\\'i ng the a\\'ard. 

3.12 Performance bonds. Specifications for construction works should require performance 
bonds or other forms of guarantee to ensure that the works will be carried out to completion. 
E,·en though the amount of the bond will vary with the type and magnitude of the \\'Ork, it 

should be defined in the bidding documents and be sufficient to afford the Tendering Entity 
adequate protection. The amount of the bond should be sufficient to ensure completion of 
the \\'Ork, at no increase in expense to the Tendering Entity, in case of default by the 
contractor in the performance of the work. The life of the bond or guarantee should extend 
sufficiently beyond completion of the contract to cover a reasonable warranty period. If 
necessary, performance bonds or other forms of guarantee may be required in connection 
with contracts for the supply of equipment. This guarantee may consist of the retention of a 
percentage of the total payment during a warranty period. 

3.13 Criteria for evaluation of bids. Contracts will be awarded to the bidder whose offer is the 
T ! most advantageous in terms of price, and in terms of other factors that should be taken into 

account in the comparison of bids. This is the "lowest evaluated bid." In order to select the 
lowest evaluated bid, the bidding documents should clearly establish the factors, in addition 
to price, \\'hich are to be taken into account in the evaluation and tt~e weight which is to be 
given to each factor. These factors should preferably be. expressed in monetary terms or, as 
a minimum, given a relative weight in the evaluation <;:riteria of the bidding documents. 
Factors that can be taken into account are, among others: transportation costs to the project 
site; payment schedule; schedule of delivery of the works or goods; operational costs; 
efficiency and compatibility of equipment; availability of maintenance service and spare 
pans: and proposed method of construction. The relative weights assigned to each factor 
should reflect the costs and benefits that the factors. would bring to the project. In the 
e\'aluation of bids, no consideration may be given to factors not described in the bidding 
documents. Price adjustment provisions in the bid are not taken into account in the 
evaluation. 

3.14 Reparable errors or omissions. The bidding documents should distinguish between errors 
and omissions that are properly subject to correction and those that are not, in the stages 
both of prequalification and of presentation of bids. A bidder should not be automatically 

percemage varies between 1 % for very large contracts of over US$100 millio11, ra11gi11g to 
3'7c for small colltracrs. 
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di sq ualified for not h:iving presented complete infonnation, either un in tenti onally or 
because the requirements in the bidding documents were not clear. Provided th at the error 
or omission in question is subj ect to correc tion --generally a situati on arising in the co nte.\ t 
of o missions relating to data or infonnation of a factual or hi stmical nature-- the Tenderi ng 
Entity shall permit the bidder to promptly provide the missing infonnation or correct the 
mistake . Ho\\'e\'Cr. the re arc ce rtain basic errors or omissions \\hi ch, because o f their 
grJ\ ity, arc no t tradi ti onall y ~u bjcc t to correctio n. Examples of these arc failure to sign ::\ 
bid or present a guaran tee. Furthcnnore, the bidder shall not be petmined to correct errors 
or omissions that alter the substance of its offer or improve it. 

3.15 Re jection of all hids. The bidding documents shall provide that the Tende ring Enti ty may 
reject all bids, pursuant to th e criteria set forth in Section 3.43. 

3.16 !\lode! contract. ·The form of contract between the Tendering Entity and the successful 
bidder must be consistent with the type of bidding used. The contrac t sho uld be dra\\'n up 
\\'ith the objective of equitably distributing the obligations and risks related to the operation 
so as to obtain the most economical price and efficient executi on of the project. Such 
contract shall include general conditions and conditions o f particular application or special 
conditions. 

a. General conditions of contract 

The contract should include general conditions which comprise , inter alia, general 
obligations of the contractor, requirements relating to bonds, indemnities and 
insurance, pena lty and bonus clauses, percentage of payment to be retained, 
termination, advances, and the manner <!nd currency of payment. When 
appropriate, the general conditions should also cover the duties and responsibilities 
of the consultam(s), revisions, additional funds, and any special s ituation at the job 
site th::it may affect the works. The following requirements apply to some frequent 
clauses of the general conditions: 

(i) Eligibilitv of expenses for pavment with Dank fin ancing 

The contract shall provide that the contractor or supplier shall not make any 
expendi tures for the purpose of the contract, which are to be financed with 
loan resources, in the territories of any country which is not eligible for 
procurement under the Project. 

(ii) Payments 

Use of advance payments by the T endering Entity to the supplier or 
) 

construction contractor for mobilization expenses, which may be authori zed 
upon signature of the contrac t, should be carefully analyzed. Other advances 
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\\'hich may be authori zed, as for example for materials deli\'ered to the site 
but not yet incorporated into the works, should be clearly described in the 
contract documents. When appropriate, progress payments for " ·ork 
performed or goods delivered should be provided for in order to avoid 
excessively high bids which might result from the high cost of working 
cJpital of the contractor or supplier. At the request of the Tendering Entity. 
the B::mk may make disbursements for the acquisition of goods and 
construction services financed under the Financing: (1) by direct 
disbursement to the Tendering Entity in the form of an advance or 
reimbursement of expenditures; (2) by disbursement to suppliers of imported 
goods, or to contractors; and (3) by means of an irrevocable agreement of the 
BJnk to reimburse a commercial bank which has issued or confirmed a letter 
of credit to a supplier or contractor. 

(iii) Price adjustment clauses 

In appropriate cases, provisions may be made for adjustments (upwards or 
downwards) in the contract price in the event changes occuning as a result 
of inflation or deflation of the economy affecting prices of the major cost 
components of the contract, such as labor, materials and equipment. The 
basis for such adjustments should be clearly indicated in the bidding 
documents and in the contract. 

(iv) Retention of pa,·ment 

When appropriate, the bidding documents and the contract may provide for a 
percentage of the total payment to be .. held as retention money to secure full 
performance by the contractor, as well as the conditions for its 
reimbursement and ultimate payment. 

(v) Penalt\' and bonus clauses 

Provisions for a penalty, --sometimes called liquidated damages-- should be 
included in the contract when delays in completion may result in extra 
expense, loss of revenue, loss of production, or inconvenience to the 
Tendering Entity. Similarly, the contract may stipulate the payment of a 
bonus to the contractor for completion of the contract before the completion 
date specified in the contract, or for otherwise exceeding minimum criteria 
established in the contract regarding performance. 

(vi) Force 1\fajeure · ' 
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It is desirable 1ha1 the general conditions of the contrac1 contain clauses 
stipula1ing thal failure of one of the parties to perform any or all of i1s 
obligations under the contract shall not be considered a defaull in the 
performance of such obligations insofar as such failure is the result of an 
event of force 111aje11re (to be defined in the general conditions of the 
contr:.ict) . 

(\·ii) Resolution of disputes 

It is ad\'isable to include in the contract , prov1s1ons wi1h respect to 1he 
applicable law and the forum for the settlement of disputes. 

b. Conditions of particular application 

The conditions of particular application (for works) or special conditions (for 
goods) include a detailed description of the works to be constructed or 1he goods to 
be purchased; the source of financing; special requirements pertaining to m:.i1ters 
such as currency; payment; and bonus for early completion; as well as any 
amendments to be made to the general conditions. 

Preq11alificatio11 a11d registratio11 of bidders 

J.17 .-\pplicabilitv. General rule. In bidding conducted for the execution of works. the 
Tendering Entity shall utilize the system of prequalification or registration of bidders in the 
case of large or complex civil works. The Tendering Entity may also use a system of 
prequalification or registration in bidding conducted for the procurement of goods, if 
deemed appropriate by such Entity. 

J.IS Two-ennlope procedure. Unless prohibited by local law, the Bank and the Tendering 
Entity may agree to utilize a two-envelope procedure whenever, in their judgment, 
circumst:.inces render it advisable. By means of this procedure, which must be clearly 
established in the bidding documents: 

a. Every bidder shall submit, at the time the bids are opened, two sealed envelopes 
containing the following: 

(i) Envelope 1 - Information on the financial, legal and technical qualifications 
of the firms, such as: financial solvency, capacity to contract, general and 
specific experience, key personnel and machinery available for the project, 
contracts executed, ongoing contracts, and current obligations and litigation. 

I 

(ii) Ennlope 2 - The bid itself, with the respective price quotation. 
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b. At the opening of bids, which shall take place in a public meeting at the set day and 
time, Em·elopes No. I shall be opened and it shal l be ve rified \\'hether the bidders 
h:l\·e included the documents required by the bidding specifications. If the 
En,·elopes do not contain the required documentation, that fact will be recorded in 
the minutes of the session along with a description of the missing or incomplete 
infom1ation , and En\"elopes No.2 shall be returned unopened to the respecti,·e 
bidders. Upon completing these procedures, the first ceremony shall be adjourned, 
and En\'elopes No.2 of bidders that have presented all the required information 
shall remain sealed. 

c. Based on this information, prequalification of bidders shall take place within the 
periods set forth in the bidding documents. 

d. Once the prequalification has been completed and approved by the Bank, the 
Tendering Entity shall set, with appropriate prior notice, the place, date and time of 
the second public meeting. In this second public meeting, Envelopes No.2 shall be 
returned unopened to the firms not prequalified. En"elopes No. 2 of the firms that 
did prequalify shall then be opened, the price of each offer shall be read aloud, and a 
record of the prices and most rele\'ant details of the tenders shall be made in the 
minutes. 

e. The final evaluation of the proposals and the a\vard shall be made within the time 
periods set forth in the bidding documents, and once the Bank has given its consent 
to the proceedings. 

3.19 Registration of bidders. The registry of bidders is .a form of prequalification acceptable to 
the Bank. In order to be acceptable it is necessary that the registers: (a) be open 
permanently or be opened on a frequent basis, whether for updating information on 
registered firms or adding new firms; (b) be open for each bidding to be carried out for 
projects financed by the Bank; and (c) include no requirements that would impede or render 
difficuh the participation of foreign bidders or \'iolate the principle of bidder equality. 

3.20 Term for prequalification. The Tendering Entity shall conclude the prequalification 
\\'ithin a time period compatible with the timetable of investments agreed upon by such 
Entity and the Bank. 

3.21 Content of the pregualification or bidder registration form. The prequalification or 
registration form, as the case may be, shall contain, imer alia, the following data: 

a. the legal background on the creation, juridical nature and nationality of the bidding 
firm . A copy of the fimi's' by-laws and respective constituting documents shall be 
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at1ached. The infom1ation regarding nationality shall comply with paragr:.iph 2.07 
. 9 

herein ; 

b. the technical background of the firm; 

c. the financ i:.il condi tion of the finn : 

d. ::n·ail ablc staff and equipment; 

e. e.\perience in the construction, manufacture and installation of goods or \\'Orks 
similar to those which are the subject of the bidding; 

f. \\'Ork under way or present obligations assumed by the firm; 

g. evidence that the finn has sufficient staff and equipment to satisfactorily cany out 
the works contemplated by the project and an indication of where such staff and 
equipment are located; and 

h. a description, in broad terms, of the systems the firm would use to e\ecute the 
\\'OrJ...:s. 

3.22 Deadline for deliven· of the forms. Interested parties shall have at least 45 calendar days 
from the final publication of the notice to file prequalification or registration forms. This 
deadline may be reduced to 30 days when bidding is restricted to the domestic market. 

Selection of Prequa/ified Finns 

3.23 

3.24 

9 

Qualified firms. Only firms that have demonstrated, pursuant to requirements set forth in 
the bidding or registration documents, the necessary technical, financial, legal and 
administrative capacity to carry out the works may be prequalified or entered in the registry 
of bidders. Forms which arc defective in form or which contain ob\·ious errors may be 
accepted and con-ections requested, in accordance with the principles included in Paragraph 
3. 14. 

Technical report. The Tendering Entity shall prepare a technical report on firms that 
presented themselves, indicating which were prequalified or duly qualified in \he register 

In rhe instances i11 which prequalificatio11 is conducted with respect to bidding for the 
prornrement of goods, tlie i11fonnatio11 to H:lzich reference is made in this 
subparagraph (a) must include i11fon11ation 011 the origin of the goods, pursuant to 
paragraph 2.08. 
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· ~ and which \\'ere not , together with the grounds thereof. The report shall be sent lo the Bank 
promptly so that it may express its approval or reservations. 

3.25 i'\otification of results. Once the Bank approves the technical report , all participating firms 
shall be simultaneously notified of the results. 

3.26 Later disqualification. Once prequalified, a firm may not be disqualified from the 
corresponding bidding unless prequalification or registration was based on incorrect 
information filed by the firm or unless compelling circumstances that would justify such a 
decision arise after the date of prequalification or registration. 

3.27 Duration of eligibilitY. If one year has elapsed since prequalification or registration, and an 
in,·itation for bidding has not been issued, the Tendering Entity shall issue a new call for 
prequalification or registration so that prospective new bidders may be admitted and those 
firms already prequalified or registered may update the information they originally 
provided. The new call shall meet the requirements established in these Procedures. 

3.28 Absence of prospecth:e bidders 

a. If fewer than two prospective bidders were prequalified or registered in the first call, 
a second call shall be made, following the same procedure, as in the first, unless the 
Bank authorizes limited bidding on the terms set forth in the following 
subparagraph or authorizes the direct hiring of the contractor or supplier. 

b. If, after the second caJI, there are not two or i:nore finns ·that have qualified, the 
prequalification may be declared null and ·vofd and with the prior approval of the 
Bank, limited bidding may be conducted with at least three firms being invited to 
bid, including the firm previously prequalified, if there was one. 

3.29 Pregualification for multiple biddings 

a. The Tendering Entity may agree with the Bank to call for a single prequalification 
of contractors for multiple biddings when it is anticipated that, in a short period of 
time, several biddings for the construction of a group of similar works will take 
place and when, due to the geographical location of such works or other consider­
ations acceptable to the Bank, such \Vorks may not be carried out through a single 
bidding. 

b. If so established by the bidding documents, contractors thus prequalified may 
participate in one or more of the scheduled biddings. In each invitation for bids, the 
Tendering Entity may request that the bidders update information that may have 
changed since prequalification, and in particular, demonstrate that their capacity to 
execute the work continues to be that required by the bidding documents. 
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C . The duration of the ,·al idity of prequalifications for a group of bids shall not exceed 
one year. 

BIDDING 

In ritatio11 to Bid 

3.30 Following pregualification. If prequalification has taken place, the Tendering Entity shall 
send or deliver invitations to bid only to those fim1s that \\'ere prequalificd. Prior to sending 
or delivering such invitations, the Tendering Entity shall transmit to the Bank, for its 
approval, the text of the invitation to bid, together with the bidding documents if they were 
not transmitted earlier. At this stage, notices need not be published. 

3.31 Without pregualification. In the absence of prequalification, the invitation to bid shall be 
publicized as set forth in paragraph 3.03. The bidding documents shall clearly specify the 
minimum prerequisites which would qualify bidders to carry out the works or supply the 
goods involved. For this purpose, the documents shall include a questionnaire similar in 
content to the form specified in paragraph 3.21 of this Chapter, which is to be filled out by 
interested parties and submitted by them along \\'ith their respective offers. 

Deadlines for Submission of Bids 

3.32 Normal term. The normal deadline for filing offers in international competitive bidding 
shall be not Jess than 45 calendar days from the date of the last publication of the notice of 
bidding or the date of availability of bidding documents·, whichever is later. 

3.33 Term for large or complex civil works. Where large or complex civil works are involved, 
a minimum of 90 calendar days shall be allowed for contractors to submit their bids. 

3.3-t Denclline for filing of domestic bids. When the bidding is limited to the domestic market , 
the Tendering Entity may reduce the period for filing offers to 30 calendar days. 

3.35 Confidentialitv of bidding and pregualification documents. The officials in charge of 
receiving the envelopes containing prequalification or registration forms or tenders shall 
verify that such envelopes are delivered by the tenderer properly sealed. These envelopes 
shall be kept in a safe place until the day scheduled for their opening. Once opened, no 
copies shall be made of the documents in the envelopes. Except as the law may require to 
the contrary, after the public opening of bids and reading of the bid prices, and before the 
announcement of the contract award, information relating to the examination, tabulation, 
clarification and evaluation of bids or relating to recommendations concerning awards may 
be communicated only to those officials of the Tendering Entity who are officially involved 
in the respective bidding process. 
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3.36 1\Jodification or amplification of the bidding documents. An y modification or 
amplification of the bidding guidelines or specifications or the filing date must first be 
appro\'ed by the Bank and communicated to all interested panies who have officially 
recei,·ed the bidding documents. In the event that such modification or amplification is 
substantial. in the opinion of either the Tendering Enti ty or the Bank, there must be an 
inler\'al of at least 30 calendar days bet\\'een the date of notice to interested parties and the 
date bids are opened. 

3.37 Consultations shall not modifv bidding documents. Consultations regarding the 
interpretation of bidding documents addressed to the Tendering Entity by interested parties 
may not be used to modify or expand the bidding guidelines and specifications. 
Consultations and replies thereto shall in no case cause a suspension of the tenn for 
presentation of bids. 

3.38 Single bid. When only a single bid is received in response to an invitation to bid, the 
Tendering Entity may. not award the contract without the prior consent of the Bank. 

3.39 Opening of bids. Offers shall be submitted in writing in sealed envelopes. They must be 
signed by the legal representatives of the bidders and comply with the prerequisites set forth 
in the bidding documents. They shall be opened in public on the scheduled date and hour. 
Representatives of the bidders and of the Bank may attend the bid opening and shall be 
entitled to inspect the bids; bids received after the filing date and time shall be returned 
unopened. The names of the bidders, the price of each bid, the term and amount of 
guarantees, and any substantial change submitted separately before the deadline but after the 
principal bid is submitted, shall be read aloud. AH of the above shall be recorded in the 
minutes of the proceedings, which shall be signed ·by the representative of the Tendering 
Entity and by any bidders present who wish to do so. 

3.40 Clarification of hids. The Tendering Entity may request clarifications from the bidders 
with respect to their offers. Clarifications requested or gi\'en shall not alter the essence of 
the offer or its price, nor shall they violate the principle of bidder equality. 

A nah·sis and Comparison of Bids 

3.41 Purpose. Bids shall be analyzed and evaluated to detennine whether they comply with the 
terms and conditions stipulated in the bidding documents, and the value of each bid shall be 
fixed for the purpose of selecting the winning bid. 

3A2 Evaluation of bids. The evaluation of bids shall be canied out following the criteria set. 
fonh in paragraph 3.13. · ' 
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3.-B Rejection of bids. Bids th ::it do not substantially fulfill the requirements of the bidding 
docu ments or that contain irreparable errors or omissions pursuant to the criteria set forth in 
p::i ragraph 3. 1-l. abo\e, shall be returned without having been evaluated. Additionall y, the 
Tendering Ent ity may, after consultation with the Bank, reject all bids where no bid 
complies \\·ith the bidding documents, or where there is evidence of lack of competition 
and/or collusion. Calls for new bids for reasons of p1ice are discouraged in cases where 
bids are only sl ightly higher than the original cost estimates. Tendaing Ent it ies m::iy, 
ho,\·e,er, ::ifter consultation with the Bank, reject all bids if the lowest bids exceed the 
offici::il estimate by amounts sufficient to provide reasonable justification for such action. In 
such c::ises new bids should be requested from, at the least, all those who were in,·ited to 
submit bids in the first instance, and a reasonable amount of time should be allowed for 
submission of new bids. Individual bids may be rejected in cases where the particular bid is 
so much lower than the official estimate that it is reasonable to conclude that the bidder will 
not be able to complete the job or supply the goods within the time specified at the price 
offered. 

3A-i Bid evaluation report. The Tendering Entity shall prepare a detailed report on the analysis 
and comparison of bids, describing precisely the reasons for selection of the lowest 
evaluated bid. The report shall be submitted to the Bank for consideration prior to the 
contract award. If the Bank determines that the proposed award is not consistent with the 
terms of these Procedures, it will promptly inform the Tendering Entity of its determination 
and state the reasons therefor. Such contract will not be eligible for financing by the Bank, 
unless the inconsistencies giving rise to the Bank's objections can be corrected. The Bank 
may cancel an amount of the Financing which, in its opinion, corresponds to the amount of 
ex.penditures declared ineligible. 

A ward of Contract 

3.-15 Bnnk appro,·al. The award shall be made to the bidder whose bid has been determined to 
be the lowest evaluated bid and in conformity with the bidding documents, once the Bank 
has approved the draft notice of award. 

3A6 Award notification and contract signature. The Tendering Entity shall notify all bidders 
of the award, at the addresses they have provided and within three working days from the 
date of the award. Once this has taken place, the Tendering Entity shall no longer award to 
another bidder or declare the bidding invalid, unless there has been fraud or other forms of 
illegality, or the Borrower becomes aware of facts not known to it at the time of 
prequalification which could materially affect the ability of the successful bidder to preform 
the contract. It shall promptly send to the Bank, for its approval, a copy of the draft of the 
contract for signature by the winning bidder. The contract to be signed shall not modify the 
winning bid or the terms and conditions stipulated in the bidding documents. Once the 
Bank approves the draft contract, It' shall be signed and the Tendering Entity shall promptly 
send a copy of rhe signed contract to the Bank. The successful bidder shall furnish the 
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Tendering Entity a performance security within the same period as set forth for the sign ing 
of the cont ract. 

~Jodification of the award. If for any reason the winning bidder does not sign the contract 
or f umish the performance security within the period set for that purpose , the T~nderi ng 
Entity m::iy a,,·::ird it , ,,·ithout a new invitation to bid , to the other bidders in the order in 
,,·hich th~y ha\'e been e\·aluated. 

Bidding Declared 1\'ull and Void 

3.48 Report to the Bank. Whenever the Tendering Entity has justified grounds for declaring 
the bidding null and void, it shall request the prior favorable opinion of the Bank for such 
action by sending it a complete report, including the reasons and grounds for proposing such 
a measure. 

3A9 Effects of the declaration. Once the bidding is declared null and void, the Tendering 
Entity shall issue a second invitation to bid following the provisions set forth in these 
Procedures. If the second bidding is declared null and void, the Tendering Entity and the 
Bank shall agree on the procedure to be followed for the procurement involved. 

IV. DUE PROCESS 

-tOl Re,·iew mechanisms. Regulations applicable to bidding carried out under these Procedures 
must guarantee the legal protection of bidders, permitting the use of the review mechanisms 
necessary to guarantee such protection. 

4.02 Submission of protests. The Tendering Entity shail not impose conditions which would 
impede, restrict or increase the cost of submission of protests by firms participating in 
bidding for the acquisition of goods or execution of \vorks with resources of the Project. 

-t03 :"otification of protests. The Tendering Entity shall notify the Bank promptly of any 
protest or claim that it has received in writing by participating firms and of any responses to 
such protests or claims. 

V. NONOBSERVANCE OF THESE PROCEDURES 

5.01 Effects of noncompliance. The Bank reserves the right not to finance any acquisition of 
goods and services or contracting for works with respect to which, in the Bank's opinion, 
there has been noncompliance with the provisions set forth in these Procedures . 

. ) 
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ANNEX C 

SELECTION AND CONTRACTING OF CO~SULTING 
FIR\IS OR l\'Dl\'JDUAL EXPERTS 

Georgetown Water Supply and Sewerage Program Il 

LEGill/GY-l 16S 

In the selection and contracting of consulting firms, specialized institutions and/or indi\'idual 
expeT1s , hereinafter referred to without distinction as "Consultants", necessary for the execution of 
the Project, the follo"'ing shall be applicable: 

I. DEFJNJTJO~S 

The following definitions are established: 

1.01 A consulting firm is any legally constituted association, composed primarily of professional 
personnel, for the purpose of offering consulting services, technical advice , ex pen opinions, 
and professional services of various kinds. 

1.02 A specialized institution is a non-profit organization such as a university, foundation, 
autonomous or semiautonomous organization or an in~emational organization \\'hich offers 
consulcing services. For the purpose of this Annex, the same rules shall apply to specialized 
institutions as to consulting firms. 

1.03 An individual ex pen is any professional or technician specialized in some form of science, 
an or craft. 

1.0-l A Contracting Entity is the one with the authority to contract the consultants. This entity may 
be , depending on each case, the Borrower, the Executing Agencies, the Beneficiaries, the 
Intermediate Financial Institutions, or any other entity mentioned as such in the respective 
contract or agreement. 

1.05 The terms Contract or Agreement shall be used interchangeably to refer to the legal 
instrument of which this Annex is a part. 

1.06 "Project" means, indiscriminately, the Project or Program which is the subject of the 
Contract. 
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1.07 "Finonci ng" means the resources, referred to as "Contribution", "Crc::di t" or any ut her tcnn, 
;issigned co Lo:-m Operations, Technica l Cooperations, Small Projec ts. etc. 

II. ETllI C .\L ST:\\"DARDS A'.\'D CO'.':FLICTS OF 1'\TEREST 

2.01 The Contracting Entity, and entities or indi viduals participati ng directl y or indi rec tly under 
these Procedures, shall adhere to the highest ethical standards and refrain from engaging in 
l·cmupt prac tices. both during the contracting stage and du ri ng the e.\ccu tion of the: 
com"!spond ing procurement contracts. 

2.02 The resources of the B::mk shall not be used to contract Individual E.\perts from the country 
of the Bo1rnwer if: (o) they are part of the regular or temporary staff of the institution \\ hi ch 
rece i\'es the Finoncing, or if such institution is the beneficiary of the services to be pro\·ided 
by such Individu:il Experts; or (b) they have belonged to such entities within the six months 
prior to one of the following dates: (i) that of the presentation of the application for 
Financing; or (i i) that of the selection of the Individual Expert . The Bank may reduce this 
term given previous and reasonable request by the Contracting Entity. Notwithstanding the 
aformentioned terms , affiliations or relationships, the Bank may also take into account other 
conditions for the purpose of determining the existence of a conflict of interest, and, 
therefore, declare the incompatibility of the Individual Expert. 

2.03 In addition, Bank resources shall not be used to contract Consulting Firms from the country 
of the Borrower if the partners, associates, directors and other technical or professional staff 
of such Consulting Firms: (a) belong to the regular or temporary staff of lhe institution which 
shall receive the Financing, or if such institution is the beneficiary of the services to be 
pro\·ided by such Consultants; or (b) they have belonged to any of such entities within the 
six months prior to one of the following dates: (i) that pf the presentation of the application 
for Financing; or (ii) that of the beginning of the prequalification or se lection process of the 
Consulting Firm. The Bank may reduce thi s term given prior and reasonable request by the 
Contracting Enti ty. Notwithstanding the aformentioned terms, affiliations or relationships. 
the Bank may also take into account other conditions for the purpose of determining the 
C.\istence of a conflict of interest, and, therefore, declare the incompatibility of the 
Consulting Firm. 

2.0~ A fully-qualified consulting services firm which is a subsidiary or affiliate of a construction 
contractor, equipment supplier or holding company normally will be considered acceptable 
only if it agrees in writing to limit its role to the provision of professional consulting services 
and agrees, in the contract it signs, to di squalify itself and its associates from any 
construction work, material or equipment supply or financial participation in the same 
Project. 
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Ill. ELIGIBILITY AND NATIO~ALITY REQUIREMENTS 

3.01 Except when the consulti !1g services are financed with resources of the Multilateral 
In,·cstment Fund ("MIF"), the Contracting Entity shall not establish in the implementation 
of the procedures set fonh in this Annex, provisions or conditions which may restrict or 
impede the participation of Consultants that are nationals of any countries which are 
members of the Bank. When the consulting ser\'ices are financed with resources of the ;-.. IIF, 
the Contracting Agency may not restrict or pre\'ent the participation of Consultants that are 
nationals of Donor countries of the MIF or of regional developing countries which are 
members of the Bank. 

3.02 Only Consultants that are nationals of countries that are members of the Bank are eligible to 
be contracted with resources of the Financing; provided, however, that when consulting 
sen·ices are financed with resources of the MIF, only Consultants that are nationals of Donor 
countries of the MIF or of regional developing countries which are members of the Bank, are 
eligible to be contracted. To determine the nationality of a consulting firm, the following 
criteria shall be considered: 

(a) The country in which the consulting firm is duly established or legally organized. 

(b) The country in which the consulting firm maintains its principal place of business. 

(c) The nationality of any firms or the citizenship or the bona fide residency of individuals 
possessing ownership, with the right to participate in profits, of more than 50% of the 
consulting firm, as established by the cenification of a duly authorized officer of such 
firm. 

(d) The existence of arrangements whereby a substantial portion of the profits or other 
tangible benefits of the firm accrues to firms or individuals of a given nationality. 

(e) A determination by the Bank that the consulting firm (i) constitutes an integral part of 
the economy of a country, as e videnced by bona fide residency in the country of a 
substantial ponion of the executive, professional and technical personnel of the firm; 
and (ii) that the firm has available in the country the operating equipment or other 
elements necessary to provide the services to be contracted. 

3.03 The nationality requirements established by the Bank shall also be applicable to firms 
proposed to provide part of the respective services in joint venture with or under sub-contract 
to a qualified consulting firm. 

3.0..i The nationality of an individual ex-pert shall be established by means of the individual's 
passport or other official document of identity. The Bank, however, may allow exceptions 
to this rule in those cases in which the individual expert, not being eligible-by reason of 
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nationality: (a) has established hi s domjcile in a member country, is legally entitled to \\·ork 
there (as other than an international civil servant) and has no known intention of re1uming 
to hi s country of origin in the immediate future ; or (b) has established permanent domici le 
in an eligible country and has resided there in for at least 5 years. 

I\'. PROFESSIO\'AL QUALIFICATIONS 

-t.01 An analysis of the professional qualifications of a consulting firm shall include : (a) 
experience of the firm and that of its principals in providing successful consulting se r\'i ccs 
for projects of a comparable size, complexity and technical specialty as those of the ta sk 
in,·oh·ed; (b) assigned number of professionally qualifi ed personnel; (c) previous experience 
in 1he region and in foreign areas; (d) language· capability; (e) financi al capacity; (f) present 
work load; (g) ability to organize sufficient personnel to do the work within the required 
time; (h) high e1hical and professional reputation, and (i) the non-existence of any link or 
relation that could cause a potential conflict of interest. 

\'. PROCEDURES FOR SELECTION AT\TJl CONTRACTING 

A. Selection and contracting of consulting firms 

5.0 I In the selection and contracting of consulting firms: 

(a) Prior to initiating the selection procedure and once it has obtained any necessary local 
approval, the Contracting Entity shall present for the Bank's approval the following 
requirements for the contracting of firms. 

(i) The procedure to be used in the se lec tion and contracting of the firm, 
including: 

(A) The role of the staff of the Contracting Entity o r the Selection 
Committee designated to: 

I . Review and approve documents ; 
2. Select a short list of firms; 
3. Determine the order of merit of the short li sted firms; and 
4 . Approve the finn finally selected. 

The Contracting Entity shall furnish the Bank with the names and 
positions of the people it chooses to participate in the pre-selection and 
selection processes. 

(B) The specific 'p'oints system to be used in preselec ting the·finns. This 
system shall include, as a minimum, the following aspects : 
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1. General background of the firm; 
'> Similar work done; 
3. Prior experience in the country where services are to be rendered, 

or in similar countries; 
4. Language proficiency; and 
5. The utilization of local consultants. 

(C) The specific point system to be used as selection criteria. This system 
shall include at least the following factors: 

l. 
') 

3 . 
4. 
5. 
6. 

Qualifications and experience of personnel to be assigned: 
Evaluation methodology (where applicable); 
Proposed plan of implementation; 
Execution schedule; 
Language proficiency; and 
Management support systems to assure quality control during 
execution of the consulting services (regular reports, budget 
controls, etc.). 

(D) The specific local laws, taxation requirements and procedures \\'hich 
may be relevant to the selection and contracting of the consultant firm. 

(E) If it is estimated that the cost of the services will exceed two hundred 
thousand United States dollars (US$200,000) or its equivalent, 
calculated in accordance with the provision relating to ''Rate of 
Exchange" in this Contract or Ag~eement, the selection and contracting 
shall be advertised in "Development Business" of the United Nations 
and in the national press. ·These announcements should state the 
intention of contracting professional consulting services along with a 
brief description of the services required. These should also invite 
interested firms and consortia to apply and to furnish detailed 
inform:nion regarding their technical ability, prior experience with 
similar work, etc. within 30 days of the date of publication. Clippings 
of these advertisements shall be sent to the Bank specifying the date 
and the name of the publication in which they have appeared. 

(ii) The terms of reference (specifications) describing the work to be done by the 
firm, together with an estimate of the cost; and 

(iii) A list of at least three and no more than six firm~ from which proposals for 
the work would be invited . . , 
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(b) Once the Bank has approved the foregoing requirements, the pre-selec ted firms shall 
~ be invited to present propos3ls in conformity wi th the procedures and terms of 

reference approved. The pre-selected firms shall be informed regard ing the specific 
se lection procedure and eva luati on criteria adopted, spec ific local laws , taxati on 
requirements and procedures relevant to the selec tion of consulting firms as well as 
the names of the other firms invited to present proposals. 

(c) In the in' it;:i ti ons to present proposals the use of one or the other of the fol lo,,· ing 
procedures shall be spec ified: 

(i) A sing le sealed envelope including only the technica l proposal, \\"ithout a 
price quotation, shall be used. The Contracting Entity shall analyze the 
proposals and shall classify them in order of merit. If the complex ity of the 
case so requires, the Contracting Entity may reson, with the prior approval 
of the Bank and at its own expense, to the use of consul ti ng services to 
review the proposals and establi sh their order of merit. 

Once an order of merit has been establ ished among the firms, the firm listed 
as first shall be invited to negotiate a contract. During these negotiations the 
details of the terms of reference shall be reviewed completely to assure full 
and mutual understanding with the firm; the contractual and legal 
requirements of the agreement shall be reviewed; and finally, detailed costs 
sha ll be developed. If agreement cannot be reached with the firm on the 
te rms of the contract, it shall be notified in writing that its proposal has been 
rejected and negotiations shall be initiated with the second finn and so on 
until a sati sfactory agreement has been reached; 

(ii) Two sealed envelopes shall be use·d for presenting proposals, the first 
containing the technical proposal exclusive of costs and the second 
containing the proposed costs for the services. 

The Contracting Entity shall analyze the technical proposal and establish their 
order of merit. Contract negotiations shall commence with the firm offering 
the best technical proposal. The second envelope presented by this fi rm shall 
be opened in the presence of one or more of its representati ves and shall be 
util ized in the contract negotiations. All the second envelopes presented by 
the o ther firms shall remain sealed and, if an agreement is reached with the 
first firm , they shall be returned unopened to the respective finns. If an 
agreement on the terms of the contract is not reached with the first firm, it 
shall be notified in writing of its rejection and negotiations shall be initiated 
with the second firm and so on until a satisfactory agreement is reached. 
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(d) Inability to agree on detailed costs or compensation for services or a judgment on the 
part of the Contracting Entity that such costs or compensation are inappropriate or 
excessive, shall be sufficient cause for the rejection of the proposal and for the 
initiation of negotiations with the firm which follows in the order of merit. Once a 
firm has been rejected it shall not be recalled for further negotiations on such contract. 

(e) Before initiating negotiations, the Contracting Entity shall provide the Bank, for its 
non-objection, \\' ith a copy of the report summarizing the evaluation of technical 
proposals submitted by the short listed firms identified in Section 5.0l(a)(ii i) of this 
Annex. 

(f) The final draft of the contract negotiated with the consulting firm shall be submitted 
for the approval of the Bank by the Contracting Entity, once it has obtained any 
necessary local approval, before the contract is signed. Once signed, a true copy of the 
text shall be promptly sent to the Bank. 

(g) Whenever Annex A provides that supervision by the Bank of the hiring of consulting 
firms or i!'ldividual experts, in determined cases, will be carried out ex post , i.e. , after 
the corresponding contracts for consulting services have been entered into, the 
Tendering Entity shall promptly notify the Bank each time a contract has been entered 
into and shall send to the Bank the basic data regarding the contract. The Tendering 
Entity shall retain , so that the Bank may carry out its supervision, the background 
information on each consulting contract and in particular the following documents: 

(i) the procedure used to hire the firms or experts, including, when relevant, the 
criteria for pre-qualification and selection; 

(ii) the name of the consultants selected;· 

(i ii) the reports that recommended prequalification and awarding of the contract; 
and 

the signed consultancy contract. 

The Tendering Entity shall provide the Bank with any additional information which 
the Bank may request. 

(h) Unless the parties agree otherwise, notwithstanding that supervision by the Bank is 
carried out ex post, the Tendering Entity shall in all cases submit for the Bank's ex 
ante approval: 

(i) the corresponding terms of reference; and 
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(ii) the nJmes of the firms included in the short list. 

Before the first time that the procedures for the hiring of consulting firms or individual 
C.\pens to be supervised by the Bank ex post have been initiated, the Tendering Entity 
shall submit for the Bank's concurrence, the procedure it intends to use for contracting 
consulting firms and individual experts, including ,when applicable, the criteria for 
prequalification and selection. 

(j) The contracting of consulting firms or individual experts supervised ex post by the 
Bank is also subject to Bank policies. The Bank reserves the right: 

(i) not to finance or to cancel resources for contracts whose selection and 
contracting procedures were not in accordance with Bank policies; 

(ii) to request reimbursement, with interest and commissions, of resources already 
disbursed for such contracts; and 

(iii) not to recognize as part of the local counterpart contribution, resources 
assigned by the Borrower for such contracts. 

The Bank further reserves the right to require that future contracts be supervised ex 
ante. 

B. Selection and contracting of individual experts 

5.02 In the case of the selection and contracting of individual experts: 

(a) Prior to initiating the selection procedure and once it has obtained any necessary local 
appro\'al, the Contracting Entity shall submit the following for the Bank's approval: 

(i) The selection procedure; 

(ii) The terms of reference (specifications) and the schedule of the services to be 
performed in the respective study; 

(iii) The names of the experts tentatively selected, setting forth in detail their 
nationality, domicile, background, professional experience and knowledge of 
languages; and 

(iv) The model contract to be used in retaining the experts. 

(b) Once the country's appropriate authorities and the Bank have approved the foregoing 
requirements, the Contracting Entity shall proceed to contract the experts. The 
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con1rac1 to be enlered into with each of them shall be consistent with the form of 
contract ,,·hich the Bank and the country authorities shall have agreed upon. A true 
copy of !he signed text of each contract shall be sent promptly tO the Bank. 

When Annex A provides that the contracting of individual experts, in certain cases, 
" ·ill be supen·ised by the Bank ex post, the rules set forth in subparagraphs (g), (h), 
{i) and U) of paragraph 5.01 of this Annex shall apply. 

5.03 J\ot\\·ithstanding paragraphs 5.0 l and 5.02 above and at the request of the Contracting Entity, 
the Bank may assist in the selection of the Consultants as \\'ell as in drafting the pertinent 
contracts. It is understood howeYer, that the final negotiation and signing of such contracts, 
under terms and conditions acceptable to the Bank, shall be the sole responsibility of the 

..4. Contracting Entity and that the Bank assumes no commitment on this matter. 

\'I. CURRENCIES OF PA Yl\IENT TO CONSULTANTS 

6.01 In contracts entered into with Consultants, the following provisions related to currencies of 
payment shall be established, with the understanding that with respect to rate of exchange, 
the rule established to that effect in this Contract or Agreement, shall be applied: 

(a) Pavments to consulting firms: Contracts entered into with consulting firms shall 
reflect one of the following formulations, as the case may be: 

(i) If the consulting firm is domiciled in the country in which it is to perform the 
services, its compensation shall be paid. exclusively in the currency of that 
country, except for expenses incurre~ In foreign exchange for foreign travel 
or per diem expenses abroad which shatf be reimbursed in United States of 
America dollars, or its equivalent in other currencies that fonn part of the 
Financing; 

(ii) If the consulting firm is not domiciled in the country in which it is to perform 
the services, the highest possible percentage of its compensation shall be paid 
in the currency of such country and the rest in United States of America 
dollars or the equivalent in other currencies that form part of the Financing, 
with the understanding that the part corresponding to per diem expenses shall 
be paid in the currency of the country or countries in which the respective 
services are to be performed. In the event that the percentage to be paid in 
the currency of the country in which the services are to be performed is less 
than 30% of the total compensation of the consulting firm, a complete and 
detailed justificati~p shall be submitted to the Bank for its examination and 
comments by the Contracting Entity once it has obtained the nec·essary local 
approval; 
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(iii) In the case of a consortium composed of firms domiciled in the respec ti \'e 
count ry and fi rms not domiciled therein , the part of the compensation \\'hi ch 
con esponds to each of the members shall be paid in accordance \\' ith 
paragraphs (i) and (ii) above. 

(b) Parn1ents to indi\'idual experts: 

(i) If the cxpcn is domiciled in the country in which hi s/her services are to be 
performed, hi s/her honoraria shall be paid exclusively in the currency of that 
country; 

(ii) If the expert is not domiciled in the country in which hi s/her services are to 
be performed and is hired to work for less than six months, his/her honoraria 
and per diem shall be paid totally in United States of America dollars; 

(iii) If the expert is not domiciled in the country in which hi s/her services are to 
be performed and is hired to work six or more months, his/her honoraria and 
post adjustment shall be paid in the following manner: (1) 40"k in the 
currency of that country; and (2) 60% in United States of America dollars. 
Per diem, installation and change of residence allowances and withholding 

of compensation when applicable, shall also be paid in United States of 
America dollars; 

(iv) Fixed lump sum compensation for services, including honoraria, 
transport ation tickets and per diem, may be paid in United States of America 
dollars. 

\'II. RECO:\l:\JENDATIO'.\:S OF CONSULTANTS 

7.01 It is understood that the opinions and recommendations of the Consultants obligate neither 
the Contracting Entity, other local entities, nor the Bank, and that they resen ·e the ri ght to 
put forward such observations or exceptions as they deem appropriate. 

VIII. SCOPE OF COM~IITMENT OF THE BANK 

8.01 It is agreed that the Bank assumes no commitment to finance all or part of any program or 
project which, directly or indirectly, might result from the services performed by the 
Consultants. 
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1\. SPECIAL CO\'DITIO\'S AND REQUIREMENTS 

9.0 l The fin.i i p:.iyrnent for services to the Consultants shall be contingent upon prior accepl:i nce 
by 1he Con1rac1ing Entity or other appropriate local authorities and the Bank of the 
Consultant's final report. Such final payment shall consist of not Jess than 10% of the total 
amount lo be p:iid as fees in accordance with the contract agreed upon . 

. I 
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