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Resolution DE-40/06

GUARANTEE AND COUNTER-GUARANTEE

CONTRACT No. 1731/SF-GY

between the


CO-OPERATIVE REPUBLIC OF GUYANA


and the 


INTER-AMERICAN DEVELOPMENT BANK


Georgetown Solid Waste Management Program

February 22, 2007

LEGIII/GY-611913-05

GUARANTEE AND COUNTER-GUARANTEE CONTRACT
SPECIAL CONDITIONS

INTRODUCTION


Parties, Purpose, Constituent Elements, and Executing Agency
1.
PARTIES AND PURPOSE OF THE CONTRACT. 

CONTRACT entered into on February 22, 2007, between the CO-OPERATIVE REPUBLIC OF GUYANA (hereinafter referred to as the "Beneficiary") and the INTER-AMERICAN DEVELOPMENT BANK (hereinafter referred to as the "Guarantor") to provide a credit enhancement and cooperate in the execution of a project (hereinafter referred to as the "Project") comprised of the Georgetown Solid Waste Management Program. The major aspects of the Project are described in detail in the Loan Contract 1730/SF-GY of even date.


The objective of this Contract is to guarantee the payment obligations of the Co-operative Republic of Guyana (GOG) arising from non-payment of the Minimum Payment Obligation or Early Termination by the Municipality of Georgetown, as established in the construction and operation contract (hereinafter referred to as the “CO Contract”) to be entered into between the Georgetown Municipality (hereinafter referred to as “GM”) on behalf of the Co-Operative Republic of Guyana and the private Contractor/Operator of the landfill facility referred to in the Loan Contract (hereinafter referred to as “CO Operator”), selected in accordance with the terms provided in said Loan Contract.

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

(a)
This Contract consists of these Special Conditions and the General Conditions, which are attached hereto. If any provision of the Special Conditions should present any inconsistency or contradiction with the General Conditions, the provisions of the Special Conditions shall prevail.

(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.
BENEFICIARY
The parties agree that the execution of this Contract and the utilization of the resources of the guarantee provide herein shall be carried out by the Ministry of Finance of the Co-operative Republic of Guyana, in support of certain obligations established under the CO Contract. For the purposes of this Contract, the Ministry of Finance shall be referred to as the "Beneficiary."

CHAPTER I


Costs, Guarantee and Additional Resources
SECTION 1.01.
Cost of the Project. The total cost of the Project is estimated to be the equivalent of eighteen million and seventy thousand dollars of the United States of America (US$18,070,000). Unless otherwise stated in this Contract, the term "dollars" hereinafter signifies the currency of legal tender in the United States of America.

SECTION 1.02.
Amount of the Guarantee. In accordance with this Contract, the Bank agrees to grant to the Beneficiary, and the Beneficiary accepts, a partial risk guarantee, hereinafter referred to as the "Guarantee", chargeable to the resources of the Fund for Special Operations of the Bank, for up to the equivalent of two million and five hundred thousand dollars of the United States of America (US$2,500,000) or the equivalent thereof in other currencies forming part of such resources. The amounts disbursed from the Guarantee shall be subject to the terms and conditions of this Contract and shall constitute the "Guarantee."

SECTION 1.03.
Currency and Use of Funds. The amount of the Guarantee shall be disbursed in dollars or its equivalent thereof in other currencies of the Fund for Special Operations, except that of the Cooperative Republic of Guyana, to pay for the Guaranteed Obligations as described herein under.

SECTION 1.04.
Purpose of the Guarantee. (a) The resources disbursed under this partial risk guarantee contract shall only be used in support of payment obligations arising from non payment of the Minimum Payment Obligation and the early termination of the CO Contract by the Georgetown Municipality, on behalf of the Cooperative Republic of Guyana.

SECTION 1.05.
Guarantee Fee. (a) The Beneficiary shall pay on the undisbursed balance of the Guarantee a Guarantee fee of 0.25 of 1% per annum, which shall begin to accrue six months after the signature of this Contract.
(b) This fee shall be paid in advance, in semi-annual installments, in United States of America dollars. The first payment shall be made the 22nd of August of 2007 and the following on the 22nd of February and August of each year.

(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 Guarantee has been canceled totally or partially pursuant to the relevant provisions of this Contract.

(d) Non Payment or a delay in payment of the Guarantee fee is a cause for the bank to suspend further disbursements under this Contract. 

SECTION 1.06.
Disbursements under the Guarantee. The Bank shall make disbursements under this Guarantee Contract in the following manner:

(a) In accordance with the CO Contract, the MSWMD shall make payments to the CO Operator of the Minimum Payment Obligation under the CO Contract, on behalf of the Beneficiary, in a special purpose designated account to be held in trust at an Agent Bank (herein after referred to as Special Trust Accounts”), on certain dates as specified under the CO Contract (herein after referred to as Payment Dates”).

(b)
In accordance with the CO Contract, the MSWMD shall also make payments to the CO Operator under the CO Contract, on behalf of the Beneficiary, upon early termination, by the MSWMD, in the amounts specified under said CO Contract, as determined by mutual agreement between or as otherwise determined by the corresponding authority, in accordance with the relevant provisions under the CO Contract. Such payments are to be made in the special purpose designated account to be held in trust at an Agent Bank (herein after referred to as Special Trust Accounts”), as specified under the CO Contract (hereinafter referred to as “Payment Dates”).

(c)
If payment is not received by the Beneficiary in the corresponding Trust accounts, on the payment dates, the Beneficiary, acting through the corresponding Trustee, shall deliver a notice to the Bank requesting a disbursement from the Guarantee facility (herein after the Disbursement Notice). Such notice shall indicate: (i) the amounts that the Beneficiary did not pay; (ii) the amounts of the outstanding payments which shall be disbursed from the Guarantee facility in accordance with this Guarantee Contract. This amount can not exceed US$250,000 per year; and, (iii) the necessary instructions for the Bank to be able to make the corresponding payments to the trust Accounts.

(d)
The Bank shall make disbursements of the Guarantee directly into the Trust Account designated to receive such payment, in accordance with the instructions received in the Disbursement notice, within 10 working days from the date of such Notice.

(e)
The Trustee shall confirm to the Bank in writing receipt of the payments received. On that same date, the Beneficiary of the Guarantee shall issue to the benefit of the Bank a Promissory note evidencing the amounts from the disbursement as a long term long with a tenor equal to the remaining validity of the Guarantee Contract.

(f)
Any amounts disbursed by the Bank from the Guarantee facility in accordance with this Contract shall be deducted from the total outstanding amount of the facility. The Beneficiary will accept such disbursements from the Guarantee facility as a term debt, repayable to the bank in accordance with this Contract, unless otherwise reinstated as provided in the following Section. 

(g)
The Bank may reinstate the Guarantee facility to its original amount, if the Beneficiary pre pays the Promissory notes within 30 working days from the time in which such Promissory note was issued.

Chapter II

Disbursements of the Guarantee 

SECTION 2.01.
Currency and Use of Funds. The amount of the Guarantee shall be disbursed in dollars or its equivalent thereof in other currencies of the Fund for Special Operations, except that of the Co-operative Republic of Guyana, for such other purposes as are indicated in this Contract.

SECTION 2.02.
Special Conditions Prior to First Disbursement of the Financing. In addition to the conditions precedent stipulated in Article 4.01 of the General Conditions, the first disbursement of the Guarantee shall be subject to the fulfillment, to the satisfaction of the Bank, of the following requirements:

(a) The Project Executing Unit has been implemented in the MSWMD and its following staff duly selected: manager, an engineer, a procurement officer and an accountant;

(b) Subsidiary Agreement is signed by all parties and all its Annexes have become effective;

(c) Loan Contract between the Bank and the GOG has been signed, for the Georgetown Solid Waste Management Program.

(d) The CO Contract has been signed, between the MSWMD and the CO Operator.

(e) The Trust Agreement has been signed, between the GOG, the CO Operator and the Trustee, to receive and manage payments of the Georgetown Solid Waste Management Program.

(f) Evidence of the Disbursement Notice issued by the Trustee, in accordance with the relevant provision of this Contract.

(g) In case of termination payments, evidence of the occurrence of such termination. 

SECTION 2.03.
Other conditions for disbursement of the Guarantee. Disbursements under the Guarantee shall also be subject to the prompt payment of the guarantee fee, as well as to the validity of the CO Contract and Trust Agreement. Any amendment of the CO Contract of the Trust Agreement shall be consented to by the Bank. 

SECTION 2.04.
Disbursement Period. Disbursement of the Guarantee shall be made within a period of eleven (11) years from the effective date of this Contract.
CHAPTER III

Counter Guarantee
SECTION 3.01.
Objective of the Counter Guarantee. The purpose of the counter-guarantee is to assure repayment to the Bank of the amounts disbursed under the Guarantee, plus interest thereof. This Chapter outlines the relevant provisions regarding reimbursements by the Beneficiary of the amounts disbursed by the bank under the Guarantee.

SECTION 3.02.
Conversion of the Guarantee into a Loan. Upon disbursement of any amount under the Guarantee, the disbursed amounts shall automatically convert into a term loan (counter-guarantee) by the Bank to the Co-operative Republic of Guyana, as Borrower. Such loan shall be payable in accordance with the terms described herein and shall not have a grace period.

SECTION 3.03.
Amortization. The Loan shall be completely repaid by the Borrower by means of semiannual, consecutive, and, insofar as possible, equal installments during a period equivalent to the remaining validity period of the Guarantee. The Loan shall be completely repaid by the Borrower by means of two semiannual, consecutive, and, insofar as possible, equal installments. The first installment shall be paid on the 22nd of August of 2017, and the last installment, no later than the 22nd of February of 2018.

SECTION 3.04.
Interest. The Borrower shall pay interest semiannually on the outstanding daily balance of the Loan at the rate of 1% per annum until the 22nd of February of 2017, and 2% per annum thereafter, which shall accrue from the date of each respective disbursement. The first payment shall be made six months after the date of the corresponding disbursement and the following on the 22nd of February and August of each year.

SECTION 3.05.
Prepayment. The Borrower may pay the corresponding Loan in advance, without penalties, within a 30 day period from the date of each disbursement and with a five day prior notice to the Bank. In this cases, the amounts of such prepayments shall be reinstated into the Guarantee facility. The Borrower may also conduct other forms of prepayments without penalties, as provided in the General Conditions, in which other cases the amounts prepaid will not be restated into the Guarantee facility.

SECTION 3.06.
Resources for General Inspection and Supervision and Credit Fee. There will no charge from the amount of the Financing converted into term loans, for General Inspection and Supervision or Credit Fee.

CHAPTER IV


Miscellaneous Provisions
SECTION 4.01.
Entry into Effect. The parties agree that this Contract shall enter into effect on the date of its signature.

SECTION 4.02.
Termination. Payment in full of the Loan and of all interest and fees shall terminate this Contract and all obligations arising thereunder.

SECTION 4.03
Validity. The rights and obligations established in this Contract are valid and enforceable in accordance with its terms, regardless of the laws of any given country.

SECTION 4.04.
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 when the relevant document is delivered to the addressee at the respective address given below, unless the parties agree otherwise in writing:

For the Borrower:

Mailing address:


Ministry of Finance


Main & Urquhart Streets, Kingston, 


Georgetown , Guyana


Facsimile:
(592) 226-1284

For matters related to execution of the Project

Mailing address:


Ministry of Local Government and Regional Development




Fort Street, Kingston,




Georgetown, Guyana


Facsimile:
(592) 226-5070

Mailing address:


Mayor & City Council, 


Project Execution Unit, MSWMD 


Princess Street, 


Georgetown, Guyana


Facsimile:
(592) 223-5127

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

CHAPTER V

Arbitration

SECTION 5.01.
Commitment to Arbitrate. For the solution of any controversy which may arise out of this Contract 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 authentic copies in Georgetown, Guyana, on the date above written.

	CO-OPERATIVE REPUBLIC

OF GUYANA
	INTER-AMERICAN 

DEVELOPMENT BANK

	
	

	/s/ Ashni Singh

_____________________________

Ashni Singh

Minister of Finance
	/s/ Sergio Varas-Olea

____________________________

Sergio Varas-Olea

Representative in Guyana


1731/SF-GY


