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IXECIJ

LOAN AGREf,MENT

ACREEMEI\IT OateA ?3 trlSUgt.^B EfE . .2A10 berween
HERZIGOVINA (the "Borrower") and EUROPEAN
RECONSTRUCTION AND DEVELOPMENT {the "Bank").

PRAAMBTE

WHERtrAS, the Bank has been established to provide financing for speci
lbster the transition towards open market-oriented economies and to
and entrepreneurial initiative in the Central and h.astem European countri
to and applying the principles of multiparty democracy, pluralism
economics:

WHERAAS, the Borrower intends to implement the Project as described in

WHEREAS, the Project rvill be carried out b,v the Limited Liabili
"Vodovod i Kanalizacija Sarajevo" wholly owned hy the Sarajevo Canton,
Hntity") with financial assistance liom the Borrower;

WHERIAS, the Bank was approached by the Sarajevo Canton seekin
from the Bank in financing part ol'the Proiect in a letter from the Sarajevo
Bank dated 29 August ?008.

WHEREAS, the Bank has agreed on the basis of, inter alia, the foregoi
loan to the Borrower in the amount of FILJR 30.000.000 (thirty' million)

terms and conditions set forth or referred to in this Agreement and in
agreement dated the date hereof between the Project Entity and the Bank

Agreement" as detined in the Standard'['erms and Conditions].

l\lOW, THERIFORE, the parries hereby agree as frrllorvs:

ARTIC'I,E I - STANDARD TERMS AliD CONDI'rIONS; l lEFlNI

Section l.t l l .  Incorporation of Standard Termt and Conditions

All of the provisions o{' the []ank's Standard I'erms eurd
October 2007 are hereby' incorporated into and made applicable to
the sarne force ancl effect as if they rvere full-v set lbnh herein.

Section 1.02. Definit ions
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have the respective meanings given to them
Terms and Conditions have the respective

therein, the terms defined in
meanings given to them t

following terms have the following meanings:

"Borrower's v\uthori sed
Representative" means the Ministry of Finance

Borrower.
and

"Canton"

"Fi nancing Agreements'"

means the Sarajevo Canton.

means this Agreement. the Subsidiary
FBiH, the Subsidiary Loan Agreement
Subsidiary Loan Agreement Pli, the Prq
Agreement and the Project Agreement.

"Fiscal Year"

"Federation"

"SubsirJiary Lottn
Agreement FBil  l"

means the Borrower's fiscal year com
Januarv ofeach vear.

means the Federation of Bosnia and Herzegov

"Project Steering Committee" means the team consisting of representati
of the Ministry of Finance of Sarajevo Cant
Urban Planning and l"Jtilities of Sarajevo
the Project Hntity, to supervise the work o
Implementation {.Jnit and monitor t
implementation of the Project.

"Project Implementation
unilrPIU" means the unit established within the Project

ordinate, manage, and monitor all aspects o
implementation, including separation
regulatory and operational functions. acc
terms of reference satist'actory to the Bank.

"Project Suppon
Agreement " msans the project support agreement to be

between the Bank, Canton and the lrederati
agreement may be amended fiom time to time.

"Project
i\greement " means the project agreement to be cnterecl i

the Bank and the Project Entity. as such
amended t}tlm timc' to time.

means the loan agreL:ment to
Federation and the l"]orrower
as such loan agrcemcnt rnay
tinre.

be entered into
pursuant to Secti
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"Subsidiary Loan
Agreement Canton"

"Subsidiary Loan
Agreement PE"

IXECU

means the loan agreement to be entered int
Canton and the Federation pursuant to Secti
surch loan agreement may be amended from ti

means the loan agreernent to be entered in
Project Entity and the Canton pursuant to S
as such loan egreemsnt may be amended
time.

Section 1.03. Interpretation

In this Agreement, a refbrence to a specified Article, Section
except where stated otherwise in this Agreement, be construed as
specified Article or Section ol or Schedule to, this Agreemenl.

or
a refi

ARTICLE II . PRINCIPAL TERMS OF THE LOAN

Sectisn 2,01. Amount and Currency

(a) The Bank agrees to lend to the Borrower, on the terns and condition
referred to in this Agreement. the amount oi'EIJR 30.000,000 (thirty milli

(b) 'l'he t.oan shall consist of two tranches as follows:

Tranche A: IIUR 10,000.000 (ten mil l ion) and

l'ranche B: HUR 20,000,000 (twenty mil l ion).

Section 2.02, Other Financial Terms of the Loan

(a) 'fhe Minimum Drawdown .Amount shall be ELJR 100.000 (o
thousand).

(b) The Minimum f'repayment Amount shall be ELIR 2,000,000 (two mill

(c) fhe lvlinimunr Cancellation Amount shall be IiUR 2.000,000 (two mil

(d) J'he lnterest Payment Dates shall be 3Oth N{arch ancl 3Oth Scptember ol.

lJorrow

{e) { l)  
' fhe 

Borrorver shal l  repa}'  the, I"oan in 24 equal (or as nsar
possible) senri-annual instalmenrs on J0tr' March. and 30th Scptember o

with the {jrst Loan Repal'ment Date being 30th ivlarch 2014 and th
Repaymcnt l)ate being 3Oth Septentber ?025.

( l)  Nolwithstarrding the ttrrcgoing. in thc cvenl that t i )  the
clraw ckrr.r'n the cntire Loan iltnr)tlIlt prior lo the first [.oan
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EXECLJTION VTRSION

specified in rhis Section 2.02.(e), and (ii) the Bank extends the Last Availability
Date specified in Section 2.02.(l) below to a date which fblls after such ftrst Loan
Repayrnent Date. then the amount of each drawdown made on or dfter the first

Loan Repayment Date shall be allocated for repayment in equal anlounts to the

several [.oan Repayment Dates which fall after the date of such drawdown {with
the Bank adjusting the amounts so allocated as necsssary so as to adhieve lvhole
nurnbers in each case). The Bank shall, from tirne to time, notify the Borrower of
such allocations,

(l) The Last Availability Date shall be 31" Decembcr 2013, or such later date that the
Bank may in its discretion establish and notify to the Borrower. If the Avtailable Loan
Amount. or any part thereot, is sub.iect to a Fixed Interest Rate, and the Bank postpones
the Last Availability Date, the Borrower shall promptly pay to the Bank sudh amount of
Unu'inding Costs as shall, fiom time to time, be notified by the Bank in writing to the

Borrower.

(g) 'fhe 
rate of the Commitment Charge shall be as follgws:

'lranche A - 0.5% Per annurn.

Tranche B - until 3l Decernber 2011,0.75o per annum and thereafler, 0.50% per
annum.

(h) The Lrran is subject to a Variable Interest Rate. Notwithstanding the lbrregoing,

the Borrower may, as an alternative to paying interest at a Variable Interest Rate on all

or any portion ol'the l.oan then outstanding. elect to pa.v interest at a I?ixed Interest Rate
on such portion o1'the Loan in accordance rvith Section 3.04(c) of the Standard'Ierms
and Clonditions.

Section 2.03. Dralvdowns

The Available Amount under the [,oan may be drawn down from time to time in

accordance rvith the provisions of Schedule, 2 to finance ( l) expenditures rnade (or, if
the Bank so agrees, to be made) in respect of the reasonable cost of goodsr works and
services rcquired lbr the Proiect, and (2) the Front-end Commission,

Section 2.04. Authorised Representative for l)rawdowns

'I'he 
florrorver's Authorised Representative shall take (on behalf of the l]orrower)

all and am;* aclion required or pcrmittcd to be taken under the provisions of Section l.0l
and under the provisions ol ' Sectiotts 3.01 and 3.02 ol ' the Standard 

-l 'erms 
and

Condit ions.



E X F,C I"J"I'ION VHR SION

ARTICLE III - EXNCUTION OF THB PROJECT

Section 3.01 Other Alfirmative Project Covenants

In addition to the general undertakings set forth in Articles [V afrd V of the

Standard Terms and Conclitions, the Borrorver shall, unless the Bank otherwise agrees:

(a) make available to the Federation the proceeds of the Loan for on-lending to the

Sarajevo Canton and further to the Project Entity pursuant to the subsidiary loan

agreement (the "'subsidiary l,oan Agreemenl FBit{") on terms and conditions

acceptable to the Bankl

(b) cause the Federation to on-lend to the Canton and further cause the Canton to on-
lend, to the Project Hntity the proceeds of the Loan pursuant to two suhsidiary loan
agreements (the "subsicliary l-oan Agreement Canton" and "Subsldiary Loan

Agreement PH") on terrns and condititlns acceptable to the Bank;

(c) exercise its rights under the Subsidiary Loan Agreement FBitI in sudh manner as

to protect the interests of the Borrower and the Bank, to comply with the provisions of

rhis Agreement and to accomplish the purposes for which the l,oan is madei

(d) not. except as the llank otherwise agrees, assign. amend. abrogate tJr waive an,v

provision of the Subsidiary [,oan Agreement FBil{; and

(e) cause ttre Prcr.iect Entity to perform all ol its obligations under the Project
Agreement, including rvithout limitation its obligations rclating to:

t I ) establishment and operation of a project implementation unit as provided for

in Section 2.03 of the Proiect Agreement;

(2) procuremcnt of goods, works and service s tbr the Proiect as provided for in

Section 2.04 of the Project Agreement;

(i) environmental and social matters as provided for in Section 2,05 of the

Project Agreement:

(4) employ,mcnt and use of consultants to assist in the irnplement&tion of the
Project as prcx,ided lbr in Section2.06 of'the Project Agreement;

(5) preparation and submission ol- ygpofis on matters rclating to the Project and

to the Project Entity's operations as provided for in Sectiein 2.07 ol- the Prcrject

Agreement:

(6) maintenance of procedures, records and accounts. preparaticln, auditing and
submission to the llank of financial statements and lumishing to tht Bank any'
gther relevant infbrnration relating to the Project or the Project lintity's operations
as proviclcd lor in Scction i.0l of the Project ;\grccmcnt; and

17\ compliance rvith all covenants regnrding financial and opsrational aspects of the

Projcct ancl the Projcet F.ntity as provic' lurl fbr in Sections 3.02. 3,03 and 3.04 of'the

Project ,-\$rcenlcnt.



ARTICLE IV . SUSPENSION

Section 4.{}1. Suspension

The ibllowing are specified for purposes of Section 7.01(aXxvii) of
Terms and Conditions:

the legislative and regulatory framework applicable to the waste
the territory of the Borrower shall have been materially amended, suspend
repealed or waived in a manner other than as approvecl by the Bank in writi

ARTICLN V . EFFECTIVENESS

Section 5.01, Conditions Precedent to flffectivetress

The following are specified for purposes of Section 9.02(c) of the S
and Conditions as additional conditions to the effectiveness of'this Agree
Project Agreement:

(a) The Financing Agreements (other than this Agreernent) shall hav
executed and delivered and all conditions precedent to their effectiveness (o

effectiveness of this Loan Agreement) have been fulfilled.

(b) The Bank shall have received certified copies of the Statute of the P

in a form and substance satisfactory to the Bank.

(c) The Bank shall have received evidence that the Sarajevo Canton has

budger provisions lbr co-financing of the Project (VAT expenses not eligi

tinancing).

(d) The PII"J and the Project Steering Board shall
have been notit'ied of its proposed composition and

have been approinted. t
the Bank shall be satis

compOsltlon.

te) Clonsultants vvith relevant expertise in

rvith terms of rcfcrence acceptable to the

contracted by the Project h.ntity.

international open tendering p
Bank, to assist the PIU shall

( l l  The l lank shal l  have received a cop)'of the decision from Saraj

applying a 20a/o increase in the tariffs fbr municipal water and waste w
(expressed in BAM per m3, excluding VAT) from the tarilfs applicable as o
the Agreement ,

Section 5.02, Opinions

i - 'or purposes ot '  Section 9.03ta) ol ' the Standard 
' l 'crms 

and ( lonel i t ions. thc

6ave rcccivcd lcgal opinions in furm and substancc satisfactory to the Rank la t ing to:
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(a) this Loan Agreement and the Subsidiary Loan Agreement FBi
Minister of Justice of Bosnia and l-lerzegovina;

F'BiH, Subsidiary Loan Ag(b) the Subsidiary [,oan Agreement
the Project Support Agreement, from
Llosnia and Herzegovina;

(a) 
'fhe 

obligation of EBRD to make the hrst
subject to the prior fulfilment of the conditions
5.01 and 5.02 above.

the Minister of Justice of the

disbursement under'l 'ranc
to effectiveness as set ou

(c) the Subsidiary Loan Agreement Canton, Subsidiary [,oan Agr
Project Support Agreement, from the Minister of Justice of the Canton;

(d) the Subsidiar,r' I,oan Agreement PE and the Project Agreement, fi
counsel of the Project Entity.

Section 5,03. Conditions Precedent to Tranches A and B

(b) The obligalion of EBRD to make the first disbursement under 
'franc

subject to rhe prior fulfilment, in form and substance satisfactory to EB
sole discretion of EBRD the waiver, whether in whole or part and wheth
conditions or unconditional. of the following conditions precedent:

Financial and
in the Project;\
approved of the

the Service Agreement (as that term is defined in the Project
between the Canton and the Project Entity shall have been
shall have set the Tariff Formula Mechanism tas that term i
the Project Agreement) to allow lbr the full cost recover,v by

Section 5.04. Terminafion for Failure to Become Effective

"l'he dare 180 days after the date ol' this Agree ment is specilied lbr
Scction 9.04 olthe Standard T'erms and Conditions.

ARTICLE VI - MISCELLANEOUS

liectipn 6.01, Notices

' l"he 
following addrcsses arc spccilie'd for purposes of Section I

Standard'l"erms and (,londitions:

( i )

( i i)

consultants shall have prepared the
Improvement Plan (as that term is defined
Canton and Project Entity shall have
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EXECUI"ION VERSION

For the Borrorver:

Ministr,v of Finance and 
'lreasury

Bosnia aurd I Lerzegovina
Trg BilI I
Sarajevo 71000

Attention: Minister ol'Finance and 1'reasury

Telephone: +387 33 205 34-s
Telefax; *387 33 202930

[:'or the Bank:

European Bank fbr Rec,onstruction and Development
One Exchange Square
l-ondon UC'2A 2JN
l..inited Kinsdom

Attention: Operation Administration Unit

Fax: +44-20-7338-6100
T e l e x :  8 8 1 2 1 6 l
Answ'erback: [:I]RD I. Ci



IN WITNE$S fryHfRs'OF, the parties hereto, acting through thcir
representatives, have csuscd this Agreement to be signed in eight copies
at Sarajevo, Bosnia and Herzegovina as of the day and year first above

BOSNIA AND HE II{A

By: t r ' '
beAe.Au vR+r*lFlc'

6rE 7y*tfurt e€ 4^ll)

EUROPEAN BANI(
FOR RSCONSTRUCTION AI{D DEVELOPMtrNT

By:

C,,,

N t43r s,rf€

fctLt o

rfe*J o F

rre€r4fy"t

Name:
Title:

7:{e F€ NO
@FT/ c6 , EEftD s+pJ4? gv )

N VERSION

authorised
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SCHEI}UI,E I - DESCRIPTION OF THE PROJECT

The purpose of the Project is to assist the Project Entity in:

Implementation of the short-term investment progfamme as defined

Feisibility Stutly carried out by D'AppolonialAPRl. The Feasibility S

a thrce-ycar short term investment programme that will be implemr
parts reflecting the two tranches and consists of the rehabi

reconstruction of priority components of water supply and wastewat

system in Sarajevo Canton.

'l'he 
Project consists of the fbllowing Parts, subject to such modit'ica

as the Bank and the Borrower may agtoe upon from tirne to time :

Part A I : Rehabilitation and reconstruction of priority compon
supply and wastewaler collection networks (water supply
pipelines, measurement and control facilities, power supply,

chl arination comPonents)

Part A2 : Consultancy Services consisting of services relating to

and supcrvision of and the implementation of the Proj
procurement.

part I]l: Continued rehabilitation and reconstruction of priority co

water supply and wasteu'ater collection networks (water

sewage pipelines, measursment and control facilities, Po
pumping and chlorination components)

Part 82 : Consultancy Services consisting of services relating to t

and supervision of and the implementation of the Project including

3. 
'fhe 

Project is erpected to be cornpleled by 3 | December 2014'

2 .

s  l - l
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SCHEDULU 1. CATEGOR.IDS AND DRAWI}OWI{S

I . 
'l'he table below sets forth the categories of items to be financed r

proceeds of the Lo$n, the allocation of thE aillounts of the Loan t,

category, wrd the percentege of expenditures fsr items to be finau

categor$.

Z. Notwithstanding the provisions of paragraph I above, no drawdo

made until the releveflt tranche of the Loan becornes effective'

i, Ths Bsrik shall be entitled to draw down on behalf of the Borrow

to itself, as and when due, the front-end commission.

rt of the
sach
ed in each

n shnll be

r and pay

C*tegory Amotrnt of ttrc Losn
in the Loan CurrencY
exeludi'ng VAT ard

Custom duties
EUR

26,200,000

3,500,000

300,000

% of Expcnditurcs to

(l) Coods,Wsdks and
contingency
{2) Consultancy $eryices

(3) Front-end fee

lWo (excluding lsttd
tCIres & dutics)
ftV/o (excluding taxs

re fi,mnced

acquisition,

& duties)

Tffii 30,000,00-0,


