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Item 1.01

Entry into a Material Definitive Agreement.

On August 22, 2016, the State of Baja California, Mexico (the “State”) signed a public-private partnership contract (the “APP Contract”)
with Aguas de Rosarito S.A.P.I. de C.V. (“AdR”), a special purpose vehicle owned by NuWater S.A.P.I. de C.V. and N.S.C. Agua, S.A. de C.V.
(“NSC”) for the design, construction, financing, and operation of a seawater desalination plant in Playas de Rosarito, Baja California, Mexico. NSC
is a 99.9% owned subsidiary of Consolidated Water Co. Ltd. (the “Company”).
The APP Contract was executed between AdR, the State Water Commission of Baja California (“CEA”), the Government of Baja California
represented by the Secretary of Planning and Finance, and the Public Utilities Commission of Tijuana (the “CESPT”). The APP Contract requires
AdR to design, construct, finance and operate a seawater desalination plant (and accompanying aqueducts) with a capacity of up to 100 million
gallons per day in two phases (collectively referred to as the “Project”). The first phase of the Project consists of a plant with a capacity of 50
million gallons per day and an aqueduct to the Mexican potable water system in Tijuana, Baja California. The second phase of the Project consists
of additional plant capacity of 50 million gallons per day and an aqueduct to a second delivery point in Tijuana. The first phase must be
operational within 36 months of commencing construction, and the second phase must be operational by the end of 2024. The APP Contract
further requires AdR to operate and maintain the plant and aqueducts for a period of 37 years starting from the commencement of operation of the
first phase. At the end of the operating period the plant and aqueducts will be transferred to CEA.
The total Project cost is expected to be approximately 9 billion Mexican pesos, or approximately US$490 million (based upon the currency
exchange rate as of August 23, 2016). Annual revenues from the Project are expected to be approximately 1.02 billion Mexican pesos, or
approximately US$55.5 million (based upon the currency exchange rate as of August 23, 2016). Water rates under the APP Contract are indexed to
the Mexican national consumer price index over its term. Electrical energy costs incurred by AdR to desalinate and deliver water are treated as a
pass through charge to CEA, subject to efficiency guarantees. AdR expects to raise Mexican peso denominated debt financing through a
consortium led by the North American Development Bank, which also provided financial advisory services to the Company and its partners
through the bidding process and contract negotiations.
Despite its signing, the APP Contract does not become effective until AdR secures the equity and debt financing required for the first
phase of the Project and certain other conditions are met. Such conditions include the following:
·
·
·
·
·
·

the State has established and registered various payment trusts, guaranties and bank credit lines for specific use by the Project;
the CEA has obtained the rights from the relevant federal authority to take and desalinate seawater and distribute it for municipal
use;
various water purchase and sale agreements between the CEA, the payment trusts and the CESPT have been executed;
AdR has obtained all rights of ways required for the aqueduct;
AdR has obtained permission from the relevant federal authority to discharge the residual water from the Project’s desalination
plant; and
all financing agreements necessary to provide funding for the Project have been executed.

The APP Contract was executed in the Spanish language and, together with its exhibits, is in the course of being translated for appendage
as an exhibit to an amended report on Form 8-K, which the Company intends to file as soon as the APP Contract and its exhibits are available for
filing.

Item 9.01.
(d)

Financial Statements and Exhibits.

Exhibits.

Exhibit No.

Title

10.1

Public-Private Partnership Contract dated August 22, 2016 among Aguas de Rosarito S.A.P.I. de C.V., the State Water
Commission of Baja California, the Government of Baja California represented by the Secretary of Planning and Finance, and
the Public Utilities Commission of Tijuana.*

*

To be filed by amendment.
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