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No. 2028. GUARANTEE AGREEMENT’ (MEXLIGHT PRO-
JECT) BETWEEN THE UNITED MEXICAN STATES
AND THE INTERNATIONAL BANK FORRECONSTRUC-
TION AND DEVELOPMENT. SIGNED AT WASHING-
TON, ON 6 JANUARY 1949

AGREEMENT, datedJanuary6, 1949, betweenUNITED MEXICAN STATES
(hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RECONSTRUC-

TION AND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS by an agreementof even dateherewithbetweenthe Bank and
Nacional Financiera,S. A., and ComisiónFederalde Electricidad (hereinafter
called the Borrowers),which agreementand the Schedulestherein referredto

are hereinaftercalled the Loan Agreement,2the Bank has agreedto maketo
the Borrowersa loan in the aggregateprincipal amount of ten million dollars
($10,000,000),or theequivalentin othercurrencies,on the termsandconditions
set forth in the Loan Agreement,but only on condition that the Guarantor
agreesto guaranteesuchloan andthe obligationsof the Borrowers in respect
thereof; and

WHEREAS the Guarantor, in considerationof the Bank’s entering into the
Loan Agreementwith the Borrowers, has agreedto guaranteesuch loan and
the obligationsof the Borrowersin respectthereof;

Now THEREFORE the partiesheretoherebyagreeas follows:

Article I

Wherever used in this GuaranteeAgreement,unless the context shall
otherwiserequire,the severalterms which are definedin Article I of the Loan
Agreementshall havethe respectivemeaningsthereinset forth.

Article II

Without limitation or restriction upon any of the other covenantson its
part in this GuaranteeAgreementcontained, the Guarantorhereby uncon-
ditionally guarantees,as primary obligor andnot assuretymerely, the dueand
punctualpaymentof the principal of, andthe interestand commitmentcharge
on, the Loan, andthepunctualperformanceof all thecovenantsandagreements
of the Borrowers,and each of them, all as set forth in the Loan Agreement.

1 Cameinto force on 15 March 1949, upon notification by the Bank.

Seep. 94 of this volume.
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It is further agreedby the Guarantorthat its obligations underany covenants
and agreementson its part in this GuaranteeAgreementare not subject to
any prior notice to, demandupon or action againstthe Borrowersor either of
them or to any prior notice to or demandupon the Guarantorwith regardto
any defaultby the Borrowersor eitherof them in respectof any of their obliga-
tions set forth in the Loan Agreement. No extensionof time or forbearance
given to the Borrowersor either of them in respectof the performanceof any
of their obligations under the Loan Agreement,and no failure of the Bank
strictly to assertany right or pursueany remedyagainstthe Borrowersor either
of them in respectof the Loan Agreement,andno actionundertakento enforce
any securityavailableto theBank undertheLoan Agreementandno agreement
by the Bank and the Borrowersor either of them to any modification of the
Project or of the provisions of the Loan Agreement and no failure of the
Borrowers, or either of them, to comply with any requirementof any law,
regulation or order of the Guarantoror any of its political subdivisions or
agencies,shall in any wayterminate,diminish or limit theunconditionalguaran-
teeof the Guarantorhereunder,it beingthe intent of the partiesheretothat the
obligations of the Guarantorshall not be dischargedexcept by performance
and then only to the extent of such performance. No delay by the Bank in
exercisingor omissionof the Bank to exerciseany right under this Guarantee
Agreementshall impair any suchright or be construedto be a waiver thereof
or a waiver of or acquiescencein any default by the Guarantorunder this
GuaranteeAgreement;nor shallany actionby the Bank in respectof any such
defaultor in respectof the waiver of any suchdefaultaffect or impair any such
right in respectof anyotheror subsequentdefaulton the part of the Guarantor.

Article III

Section1. The Guarantorcovenantsthat, unlessthe Bank shall otherwise
agreein writing, any privilege or priority (including any mortgage,pledgeor
charge)on any property, assets,revenuesor receiptsof the Guarantoror any
of its political subdivisionsor any agencyof any of themwhich the Guarantoror
any such political subdivision or agencyshall createor permit to be created
as securityfor the paymentof any externaldebt shall by the creation thereof
equally and ratably securethe paymentof the principal of, and the interest
andcommitmentchargeon, the Loan and,in the creationof any suchprivilege
or priority, expressprovision shallbe madeto that effect; provided, however,
that this Section shall not apply (a) to any mortgage,pledgeor othercharge
or priority createdon any propertypurchased(other than any of the goods)
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at the time of purchasesolelyassecurityfor the paymentof the purchaseprice
of such property; or (b) to any pledge of commercial goodsgiven to secure
debt maturingnot morethan oneyear after its dateandto be paid out of the
proceedsof sale of suchcommercialgoods.

Section2. The Guarantorcovenantsthat, so long as any part of the Loan
shall be outstandingandunpaid, if the Guarantor,or any of its political sub-
divisions,or anyof its agencies,or any agencyof any of its political subdivisions,
shall proposeto incur, assumeor guaranteeany externaldebt or substantially
to modify the terms of paymentof any then existing external debt incurred,
assumedor guaranteedby any of them, the Guarantorwill notify the Bank
promptly of the particular proposal and prior to taking the proposedaction
will afford to the Bank all opportunity which is reasonablypracticableunder
the circumstancesto exchangeviews with the Guarantorwith regard to such
proposal; provided, however, that the foregoingprovisionsshall not apply to
either of the following: (a) the incurring of additional externaldebt through
utilization, in accordancewith the terms of any credit establishedprior to the
date of this Agreement,of any unusedamountsavailable under such credit;
or (b) the enteringinto internationalpaymentsor similar agreementsthe term
of which is not more than one yearand under which the transactionson each
side are expectedto balanceover the period of the agreement.

Section3. In orderthat the Bank andthe Guarantormay cooperateto the
fullest extent in assuringthat the purposesof the Loan shallbe accomplished,
so long as any part of the Loan shallbe outstandingandunpaid,the Guarantor
covenantsthat it will afford to the Bank, from time to time as the Bank shall
reasonablyrequest

(a) All reasonableopportunityfor exchangesof views betweenaccredited
representativesof theBank andofficials empoweredto representthe Guarantor
in such exchangesof views with regardto mattersrelating to the purposesof
the Loan and the maintenanceof the service of the Loan and othermatters
of mutual interest,it being understoodthat both the Bank andthe Guarantor
will receive from one anothersuggestionsand observationsin regard to all
such mattersin a spirit of mutualcooperation;and

(b) All reasonableopportunity for accreditedrepresentativesof the Bank
to visit freely any part of the territories of the Guarantorfor the purposeof
performingthefunctionssetforth in Section8 of Article V of the LoanAgreement
and for the purposeof studying the financial and economicconditions of the
Guarantorandall othermattersrelatingto the purposesof the Loan.

Section4. The Guarantorcovenantsthat, if at any time so long as any
part of the Loan shallbe outstandingandunpaidanyconditionshallarisewhich
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88 United Nations — Treaty Series 1953

shall prevent, obstruct or interfere with, or threatento prevent, obstruct or
interferewith, the accomplishmentof the purposesof the Loan or the mainte-
nance of the service of the Loan, the Guarantorwill promptly inform the
Bank of such condition and will afford to the Bank a reasonableopportunity
to exchangeviews with the Guarantorwith regardthereto.

Section5. The Guarantorcovenantsthat so long as any part of the Loan
shall be outstandingand unpaid, the Guarantorwill furnish to the Bank all
suchinformation, at suchtimes and in such detail as the Bank shall reasonably
request,relating to financial and economicconditionsin the territories of the
Guarantorandthe internationalbalanceof paymentspositionof the Guarantor.

Section6. The Guarantorcovenantsthat the principal of the Loan, and
the interestandthe commitmentchargespecifiedin the Loan Agreement,shall
be paid without deductionfor andfree from any taxes,imposts,leviesor duties
of any naturenow or at any time hereafterimposedby the Guarantoror by
any taxingauthority thereofor thereinandshallbepaid free from all restrictions
of the Guarantor, its political subdivisionsor its agencies.

Section7. The Guarantorcovenantsthat this GuaranteeAgreementand
the Loan Agreementshall be free of any issue,stampor other tax imposedby
the Guarantoror any taxing authority thereofor therein.

Section8. The Guarantorcovenantsthat so long as any part of the Loan
shall be outstandingand unpaid, the Guarantorwill not takeor permit any of
its political subdivisionsor agenciesto take any action which would prevent
or interfere with the performanceby the Borrowersof any of the covenants,
agreementsand obligationsof the Borrowers,or either of them, in the Loan
Agreementcontained,andwill take or causeto be taken all reasonableaction
which shall be necessaryin order to enablethe Borrowers to perform such
covenants,agreementsand obligations.

Article IV

Section1. The respectiverights and obligations of the parties hereto
under this GuaranteeAgreementshallbe valid and enforceablein accordance
with their terms, anything in any statute, law or regulation of any nation or
stateor political subdivision thereofto the contrary notwithstanding. Neither
of such partiesshall be entitled in any proceedingunderthis Article to assert
any claim that any provision of this GuaranteeAgreementor of the Loan
Agreementis invalid or unenforceablebecauseof any provisionof the Articles
of Agreementof the Bank’ or for any otherreason.

1 United Nations, TreatySeries,Vol. 2, p. 134; Vol. 19, p. 300, and Vol. 141, p. 356.
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Section2. The provisions of this GuaranteeAgreement shall be inter-
pretedin accordancewith the law of the Stateof New York, United States,
as at the time in effect.

Section3. Any controversybetweenthe partiesto this GuaranteeAgree-
ment and any claim by either party to this GuaranteeAgreementagainstthe
other party thereto arising under this GuaranteeAgreementwhich shall not
be determinedby agreementof suchpartiesshallbesubmittedto anddetermined
by arbitration by an Arbitral Tribunal in accordancewith the provisions of
Loan RegulationsNo. 11 of the Bank, datedMay 9, 1947,a copy of which has
beenfurnishedto the Guarantor. The parties to this GuaranteeAgreement
acceptand agreeto the provisionsof said Loan RegulationsNo. 1 with the
sameforce andeffect as if fully setforth herein;provided,however,(a) that the
term “ Borrower” as used in said Loan RegulationsNo. 1 shall mean the
Borrowers; and (b) that the Bank shall not be entitled to enterany judgment
againstthe Guarantorin any court for the enforcementof any award rendered
pursuantto said Loan RegulationsNo. 1, or to enforceby executionagainst
the Guarantorany judgment enteredupon any such award or any judicial
mandateor order made in any proceedingto enforceany such award, except
as any suchremedymay be availableto the Bank againstthe Guarantorother-
wise thanby reasonof the provisionsof said Loan RegulationsNo. 1.

Article V

Section1. Any notice, demandor requestrequired or permitted to be
given underthis GuaranteeAgreementshallbe in writing andshallbe deemed
to havebeenduly given when it shallbe delivered in writing or by telegram,
cable or radiogram to the party to which such notice, demandor requestis
requiredor permittedto be given at its addresshereinafterspecified,or at such
other addressas such party shall havedesignatedby notice in writing to the
party giving or making such notice, demandor request. The addressesso
specifiedare:

(a) For the Guarantor:

United Mexican States, c/o Nacional Financiera, S. A., Avenida Venus-
tiano Carranza25, Mexico, D. F., Mexico.

(b) For the Bank:

International Bank for Reconstructionand Development, 1818 H Street,
N. W., Washington25, District of Columbia, United Statesof America.

Section2. This GuaranteeAgreementmay beexecutedin severalcounter-
parts,eachof which shallbe an original andall collectively butone instrument.

1 Seep. 94 of this volume.
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Section3. Any action required or permittedto be taken, and any docu-
mentsrequiredor permittedto be executed,underthis GuaranteeAgreement
on behalf of the Guarantormay be taken or executedby Financieraor any
personthereuntoauthorizedin writing by it. Any modificationor amplification
of the provisionsof this GuaranteeAgreementmay be agreedto on behalf of
the Guarantorby written instrument executedon behalfof the Guarantorby
Financiera,or any personthereuntoauthorizedin writing by it; provided,that
in the opinion of Financiera,such modification or amplification is reasonable
in the circumstancesand will not substantially increasethe obligationsof the
Guarantorhereunder. The Bank may accept the executionby Financieraor
such otherpersonof any suchinstrumentas conclusiveevidencethat, in the
opinion of Financiera,any modification or amplification of the provisionsof
this GuaranteeAgreementeffected by such instrument is reasonablein the
circumstancesandwill notsubstantiallyincreasetheobligationsof theGuarantor
hereunder.

Section4. The Guarantorshall furnish to the Bank sufficient evidenceof
the authority of the personor personswho will, on behalfof the Guarantor,
takeany actionor executeany documentsrequiredor permittedto be takenor
executedby the Guarantorpursuantto anyof the provisionsof this Guarantee
Agreementor the Loan Agreementand the authenticatedspecimensignature
of eachsuchperson.

Article VI

This GuaranteeAgreementshallcomeinto force and effecton theEffective
Date. If, pursuantto Section3 of Article IX of theLoanAgreement,theBank
shall terminate the Loan Agreement, the Bank shall promptly notify the
Guarantorthereofandupon the giving of such notice, this Agreementand alt
obligations of the parties hereundershall forthwith ceaseand determine.

IN WITNESS WHEREOF the partiesheretohavecausedthis Agreementto be
signedin their respectivenamesby their representativesthereuntoduly author-
ized as of the day andyear first abovewritten.

United MexicanStates
By Luis FERNANDEz M. G.

Nacional Financiera,S. A.:
By Antonio CARRILLO

AuthorizedRepresentatives
InternationalBank for Reconstructionand Development

By John J. MCCLOY

President
No. 2028
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INTERNATIONAL BANK FOR RECONSTRUCTIONAND DEVELOPMENT

LOAN REGULATIONS No, 1, DATED 9 MAY 1947

REGULATIONS GOVERNING THE AEBITRATION OF CONTROVERSIES AN~CLAIMS ARISING
UNDER LOAN AGREEMENTS

[Not publishedherein. SeeUnited Nations, Treaty Series, Vol. 152,p. 116.1

LOAN AGREEMENT

(MEXLIGHT PROJECT)

AGREEMENT, dated January 6, 1949, between INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT, partyof the first part,andNACIONAL FINANCIERA,
S. A., and COMISI6N Fansi~LDE ELECTRICIDAD, partiesof thesecondpart.

Article I

DEFINITIONS

Whereverused in this Agreementor in any Scheduleto this Agreement,unless
thecontextshall otherwiserequire,thefollowing termsshall havetherespectivemeanings
hereinafterin this Article set forth:

(1) The termBank meansInternationalBank for ReconstructionandDevelopment,
the party of the first part hereto.

(2) The termFinancierameansNacional Financiera,S. A., a corporation (sociedad
anónima) organizedand existing underthe laws of United Mexican States,an official
agencyof United Mexican States,oneof thepartiesof the secondpart hereto.

(3) The term Commission meansComisión Federal de Electricidad, an official
agencyof United Mexican States,oneof the partiesof thesecondpart hereto.

(4) The term CompanymeansThe Mexican Light andPowerCompany,Limited,
andthe term Subsidiariesshall havethemeaningset forth in DeclarationI (5) of the
Subsidiary Loan Agreementreferredto in paragraph18 of this Article.

(5) The term Borrowers meansFinancieraand the Commission,the respective
partiesof thesecondpart hereto.

(6) The term GuarantormeansUnited Mexican States.

(7) The term Loan meansthe loan providedfor in this Agreement.

(8) The term Loan Account meansthe loan accountto be openedas provided
in Section 1 of Article IV of this Agreement.

(9) The term United Statesmeansthe United Statesof America.

No. 2028
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(10) The term dollarsand thesign $ meandollars in suchcoin or currencyof the
United Statesasat the time referredto shall be legal tender for thepaymentof public
and privatedebtsin theUnitedStates.

(11) The term principal office of the Bank meansits principaloffice in the City
of Washington, District of Columbia, United States. If the principal office of the
Bank shall be changedandthe Bank shall so notify the Borrowers, the term principal
office of the Bankshall thereaftermeantheprincipal office so notifiedto the Borrowers.

(12) The termgoodsmeanstheequipment,suppliesandserviceswhicharerequired
for the purposesspecified in Article III of this Agreement,andwhereverreferenceis
madein this Agreementto thecostof anygoods,suchcost shall be deemedto include
thecost of importing such goodsinto the territoriesof theGuarantor,but only to the
extent that suchcost shall be paid in currencyother than currencyof the Guarantor.

(13) The term externaldebtmeansany debt payablein any currencyotherthan
currency of the Guarantor,whethersuch debt is payableabsolutelyor at the option
of the creditor in suchother currency.

(14) The term ClosingDate meansDecember1, 1949, or suchother dateas shall
be agreedupon in writing betweenthe Bank and the Borrowersas the Closing Date.

(15) The termEffectiveDatemeansthedateon which this Agreementshall come
ii~toforceand effect asprovided in Article IX of this Agreement.

(16) The termGuaranteeAgreement’meansthe agreementof evendateherewith
betweenthe Bank and the Guarantorwherebythe Guarantoragreesto guaranteethe
J~oanand theobligations of theBorrowersunderthis Agreement.

(17) Thetermthis Agreementincludesthe respectiveSchedules2whicharereferred
to herein and all of which are hereby incorporatedherein and are herein referred to
by their respectivenumbers.

(18) The termSubsidiaryLoan Agreementmeansthe contractto be enteredinto
betweentheBorrowersand theCompanywherebytheBorrowersshall agreeto lend to
the Companyany andall amountswithdrawn from the Loan Account.

(19) The term SubsidiaryLoan meansthe loan provided for in the Subsidiary
LoanAgreement.

(20) The term SubsidiaryNotes meansthe commercialnotesto be executedand
delivered by the Companyin accordancewith the provisionsof the SubsidiaryLoan
Agreement.

• (21) ThetermProjectmeanstheprogrampreparedby theCompanyfor thedevelop-
ment of its facilities and thoseof theSubsidiariesfor the productionanddistribution
of electric power in the territories of the Guarantor,as more particularly set forth
in ScheduleI of this Agreementas suchScheduleshall be modified from time to time
by the Companywith the agreementin writing of the Bank andtheBorrowers.

‘Seep. 82 of this volume.
Seep. 124 of this volume.
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Article II

THE LOAN

Section1. The Bank agreesto lendto theBorrowers, on the termsandconditions
in thisAgreementsetforth, thesumof tenmillion dollars($10,000,000),or theequivalent
thereof in currenciesother than dollarsas hereinafterprovided.

Section2. Theamountof theLoanmaybewithdrawnby theBorrowersasprovided
in Article IV of this Agreement. The Borrowersshall pay to the Banka commitment
chargeon any amountof theLoan not so withdrawn for theperiodfrom theEffective
Dateto the respectivedateson which the respectiveamountsshall be so withdrawn or
shall be cancelledpursuantto Section6 or 8 of Article IV of this Agreementor on which
theBankshall incur firm obligationsto othersthan theBorrowersto paysuchamounts,
whichevershall be the earlier. Such commitmentchargeshall be payablein dollars
on June30 andDecember31 in eachyearandshall accrueandbepayableatthefollowing
rates:

(a) For the period to andincluding the 180th day after the Effective Dateat the
rate of oneand one-halfper cent (1 1/~%) per annum;

(b) Thereafter,at the rate of threeand one-halfper cent(3 ~ %) perannumless
a credit computed as follows: For each three-monthperiod beginning January 1,
April 1, July 1 or October1, or for anypartof suchperiod, suchcreditshall becomputed
at theapproximaterateof annualdiscounton the issueof 90, 91 or 92-dayUnitedStates
Treasury Bills last sold by the United Statesimmediately precedingthe beginningof
suchperiodon thebasisof theaverageprice for thesaleof suchissue,all as announced
by the United StatesTreasuryDepartment;provided,however,that the rate at which
such credit shall be computedfor any suchperiod, or part thereof, shall in no event
exceedtwo per cent(2 %) per annum.

Section3. The Borrowers shall pay interest (including commission)at the rate
of four and one-halfper cent(41/~%) per annumon theprincipal amountof theLoan
outstandingand unpaid from the respectivedateson which the respectiveamountsof
theLoanshall bewithdrawn by theBorrowersasprovidedin Article IV of this Agreement
or on which the Bank shall incur firm obligationsto othersthanthe Borrowersto pay
suchamounts,whichever shall be theearlier. Suchinterestshall be payablein dollars
semi-annuallyon June30 andDecember31, exceptthat intereston anypartof theLoan
which shall be repayablein any currency otherthan dollars shall be payablein such
other currency.

Section4. In all casesin which it shall be necessaryto computethe amountof
commitmentchargeor interest which shall haveaccruedunder this Agreement for
periodsof lessthansix months,suchcommitmentchargeor interestshall be computed
on a daily basis,usinga365-dayfactor. For evenperiodsof six monthssuchcommit-
ment chargeand interest shall be computedon an annualbasis.

Section5. The Borrowersshall repaythe principal of the Loan on or before
December31, 1949.

Section6. Except asshall be otherwisespecifiedin this Agreement,the principal
of, andinterest andcommitmentchargeon, the Loan shall be paid at the office of the
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Bank in The City of NewYork, Stateof NewYork, UnitedStates,or at suchotherplace
or placesas the Bank shall from time to time requestin writing.

Section7. As soonaspracticable,but in nocaselaterthan30daysaftertheEffective
Date,the Borrowersshall causethe Companyto notify the Bank of the countriesother
than the United Statesin which the Companyhasplacedor intendsto placeordersfor
goodswhich noticeshallinclude for eachsuchcountrya list of the goodsfor which the
Company hasplacedor intendsto placeorders andthe estimatedcostof suchgoods.
The Borrowersshallcausethe Companyfrom timeto timethereafterpromptlyto notify
the Bank of any changesin such countriesor in suchlists or in suchestimatedcosts.
If anygoodsshallbepurchasedin anycountryotherthantheUnitedStates,theBorrowers
shall causethe Companyto make reasonableefforts to pay the cost of suchgoods in
the currency of suchothercountry. To theextentthat the costof any goodsshall be
payablein any currencyother than dollars, the Bank may, at its option, advancesuch
other currencyin lieu of dollars as partof theLoan. If andto theextentthat theBank
shall acquirein exchangefor dollars any suchothercurrencywhich it shall so advance,
the part of the Loan so advancedshall be repayablein dollars and the equivalentin
dollars of thepart of theLoan so advancedshall be the amountof dollars paidby the
Bank in exchangefor such othercurrency. If and to the extentthat the Bank shall
advanceany suchothercurrencywhich it shall not haveacquiredin exchangefor dollars
thepart of theLoan so advancedshall be repayablein suchother currency.

Section8. The partiesto this Agreementacceptand agreeto the provisions of
Loan RegulationsNo. 21 of theBank, datedApril 28, 1948, acopy of which hasbeen
furnishedto the Borrowers,with the sameforce andeffectas if they werefully setforth
herein.

Article III

USE OF PROCEEDS OF THE LOAN

Section1. Exceptas shall be otherwiseagreedin writing betweenthe Bank and
theBorrowers,theproceedsof theLoanshallbeloanedby theBorrowersto theCompany
under theSubsidiaryLoan Agreementin orderto enablethe Company to pay, or to
reimbursethe Company for, expendituresrequired in order to purchaseand import
into the territoriesof the Guarantorgoodswhich will be requiredfor thecarryingout of
theProject. Thespecific goodsto be purchasedout of theproceedsof theSubsidiary
Loan shall be determinedby the Companywith the agreementin writing of theBank
andthe Borrowersandthe list of suchgoodsmay be modifiedfrom time to time by the
Companywith the agreementin writing of the Bank and theBorrowers.

Section2. The Borrowersshall causethe Companyto import or causetheSub-
sidiaries to import into the territoriesof the Guarantorall goodspurchasedin whole

‘Seep. 130 of this volume.
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or in partwith theproceedsof theSubsidiaryLoanandto use•suchgoodsin thecarrying
out of the Project, all in accordancewith the provisions of this Agreementand the
SubsidiaryLoan Agreement.

Article IV

WITHDRAWAL OF PROCEEDS OF THE LOAN

Section1. TheBankshallopenanaccountonitsbooksin thenameof theBorrowers
and shall credit to said accountthe amount of the Loan. The Borrowersshall be
entitled from time to time to withdraw from the Loan Account such amountsas shall
be requiredunder the Subsidiary Loan Agreement to reimbursethe Company for
amountspaid by the Company subsequentto the Effective Date (except as shall be
otherwisespecifically provided by agreementin writing betweenthe Bank and the
Borrowers) for the purposeof paying the cost of goodspurchasedin accordancewith
theSubsidiaryLoanAgreementandwith Article III of this Agreement. TheBorrowers
shallalsobeentitled from timeto time to withdrawfrom theLoanAccountsuchamounts
as shall from time to time be approvedin writing by theBankand as shall bereasonably
requiredby the Borrowersto enablethe Companyto pay the costof suchgoodsnot
theretoforepaid.

Section2. (a) Wheneverthe Borrowersshall desire to withdraw amounts from
the Loan Account, the Borrowersshall deliver to the Bank an application in writing
setting forth

(1) The amountwhich theBorrowersso desireto withdraw from theLoanAccount;

(2) A statementthat said amount is requiredby the Borrowersin orderto make
an advanceunder the SubsidiaryLoan Agreementto reimbursethe Company for, or
to enabletheCompanyto meet,paymentsmadeor to be madeby theCompanyfor the
purposeof paying the cost of goodsas therein setforth, which statementshall show,
in suchreasonabledetailas the Bank shall request,thecost of suchgoods,thedateon
which such goodswere orderedandthe dateson which payment for such goodswas
madeor will be due, thenamesandaddressesof thesuppliersof suchgoods,thedate
of arrival or estimateddateof arrival of suchgoodsin the territoriesof the Guarantor,
andthe known or intendeddestinationandend-useof suchgoodsin the Project;

(3) A statementthat the Borrowers have not theretofore withdrawn from the
LoanAccount, or appliedfor thewithdrawal from the Loan Account of, anyamounts
for the purposeof reimbursing the Company for, or enablingthe Companyto meet,
suchpaymentsand that neitherof theBorrowersnor theCompanyhasobtainedor will
obtain fundsfor suchpurposeout of theproceedsof any other loan or credit available
to any of them, otherthana short-termloan or creditestablishedin anticipationof the
withdrawal applied for and to be repaid pro tanto with the funds to be withdrawn,
which loan or credit shall be describedin theapplication;

(4) A statementthat suchpaymentswereor will bemadefor thepurposesspecified

in Article III of this Agreementandin accordancewith theSubsidiaryLoan Agreement;
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that thegoodspurchasedor to be purchasedby meansof suchpaymentsare appropriate
for suchpurposes;andthat the costand termsof purchasethereofarenotunreasonable;
and

(5) A statementthat at the date of the applicationthere is no existing default in
the performanceof any of the obligations of the Borrowersor either of them under
this Agreementor of theGuarantorunderthe GuaranteeAgreementor of theCompany
undertheSubsidiaryLoan Agreement.

(b) If such applicationshall be to withdraw from the Loan Account amountsin
orderthatthe BorrowersmayenabletheCompanyundertheSubsidiaryLoanAgreement
to meetthe cost of goodsnot theretoforepaid, it shall also setforth:

(6) A statementof the arrangementsunderwhich the amountto be withdrawn
from the Loan Accounton suchapplicationwill be appliedby the Companyunderthe
SubsidiaryLoan Agreementto the paymentof the cost of suchgoods;and

(7) An agreementby the Borrowersthat they will applyor causeto be appliedthe
amount to be withdrawnfrom the Loan Accounton such applicationonly to provide
underthe SubsidiaryLoan Agreementfor thepaymentby the Companywhenand as
dueof the costof suchgoodsand that, aspromptly aspossiblethereafter,the Borrowers
will furnishor causeto befurnishedto theBankproofsatisfactoryto theBankthatsuch
amounthas beenso applied.

(c) If such applicationshall be the first application for withdrawal hereunder,it
shall also set forth:

(8) A statementthat, during the period from the date of this Agreementto the
Effective Date,noneof theeventsspecifiedin paragraph(g) of Section7 of this Article
hasoccurred.

Section3. (a) Eachapplicationunderthis Article shall bein writing in theEnglish
language and shall be signed on behalf of the Borrowers by their representativeor
representativesduly authorizedfor thepurpose. Eachsuchapplicationshall beexecuted
anddeliveredto theBankin triplicateastheBankshall from timeto timedirect. Except
asotherwiseagreedin writing betweentheBankandtheBorrowers,eachsuchapplication
(exceptthe final applicationfor anycurrency)shall be for an amountof not less than
$50,000, or the equivalentthereof in any one currency. Such applicationsshall be
seriallynumbered.

(b) TheBorrowersshallfurnishor causeto befurnishedto the Bank,upon request,
original or duplicatereceiptedbills or invoicesor otherdocumentssufficient to show
that thepaymentscoveredby theapplicationhavebeenmadeby theCompanyfor the
goodsspecifiedtherein.

(c) If the expendituresto be reimbursedor paid by the withdrawal applied for
wereorareto bemadeby theCompanyin anycurrencyotherthandollars,theapplication
shallsostateandshallalso statethe amountof suchexpendituresinsuchothercurrency.

Section4. Eachapplicationand the accompanyingdocumentsmustbe sufficient
to satisfy the Bank that the amount to be withdrawn from the Loan Accountis to be
usedonly for the purposesspecifiedin Article III of this Agreementand in accordance
with the SubsidiaryLoan Agreement. The Borrowers shall furnish or causeto be
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furnishedto theBankany andall suchfurtherdocumentsandotherevidencein support
of theapplicationas theBankshall at any time or from time to time reasonablyrequest
and whetherbefore or after the Bank shall permit any withdrawal requestedin the
application. All applicationsand other documentsdelivered to the Bank under this
Article shall be in form andsubstancesatisfactoryto the Bank.

Section5. If the Bank is satisfied that the application fully complieswith the
provisionsof this Agreementandthat the Borrowersareentitled underthis Agreement
to withdraw from the Loan Account the amountapplied for, the Bank shall promptly
pay such amount to or on the orderof the Borrowers; provided, however, that if the
expendituresto be reimbursedor paid by the withdrawal appliedfor were madeor are
to bemadein anycurrencyotherthandollars,theBankshall havetheoption, as provided
in Section7 of Article II of this Agreement,to makethe advanceapplied for in such
othercurrency.

Section 6. The Borrowersmay at their option by written notice to the Bank
cancelall or anypart of theLoanwhich theBorrowersshall not havewithdrawn prior
to suchnotice. If theBorrowersshall not on or beforetheClosingDatehavewithdrawn
from the Loan Account the full amountof the Loan, the amount of the Loan not so
withdrawn shall be cancelled.

Section7. If any of the eventshereinafterdescribedshall havehappenedand be
continuing,the Bank may, at its option, suspendthe right of theBorrowersto withdraw
from the Loan Account, to wit:

(a) An Eventof Defaultshall havehappenedandbeexisting underthis Agreement.
(b) A defaultshall havehappenedin theperformanceof any covenantor agreement

on thepart of the Borrowersor either of them or theCompanyin theSubsidiaryLoan
Agreementsetforth.

(c) An extraordinarysituation shall exist which shall make it improbablethat the
Borrowersor eitherof them will be ableto performtheir obligationsunderthis Agree-
ment or that theGuarantorwill beable to performits obligationsundertheGuarantee
Agreementor that theBorrowersor theCompanywill beableto performtheir obligations
undertheSubsidiaryLoan Agreement.

(d) The Guarantorshall haveceasedto be amemberof the InternationalMonetary
Fund or shall havebecomeor beendeclaredineligible underSection 6 of Article IV,
Section5 of Article V, Section1 of Article VI or Section2(a)of Article XV of theArticles
of Agreementof the InternationalMonetaryFund1 to usethe resourcesthereof.

(e) The Guarantorshall havebeensuspendedfrom membershipin or haveceased
to be a memberof theBank.

(f) The Bank shall havesuspendedoperationseither temporarilyor permanently
as providedin Section5 of Article VI of its Articles of Agreement)~

(g) After thedateof this Agreementandprior to theEffectiveDate, theGuarantor
or either of the Borrowersshall havetaken any actionwhich would haveconstituted

‘United Nations, Treaty Series,Vol. 2, p. 40; Vol. 19, p. 280, and Vol. 141, p. 355.
United Nations,TreatySeries,Vol. 2, p. 134; Vol. 19, p. 300, andVol. 141, p. 356.
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aviolationof anycovenantcontainedin Section10, Il or 16 of ArticleV of this Agreement
or in Section1 or 2 of Article III of the GuaranteeAgreement,had this Agreementand
theGuaranteeAgreementbeenin full forceandeffecton thedatesuchactionwastaken.

The Bank may exerciseits option to suspendsuch right to withdraw by noticeto
the Borrowersof its electionto exercisesuchoption. Upon the giving of suchnotice
the right of the Borrowersto withdraw from the Loan Account, except as otherwise
providedin Section9 of this Article, shall forthwith besuspendedandshall continueto
be suspendeduntil the event which gaverise to suchsuspensionshall haveceasedto
exist or until the Bank shall havenotified the Borrowersthat the Bank has lifted such
suspension,whicheveris theearlier.

If the right of the Borrowersto withdraw from theLoan Account shall be so sus-
pendedfor a periodof 30 days,then at anytime afterthe expirationof such30 days,the
Borrowersmay,by noticeto the Bank, electto treatsuch suspensionas a cancellation.
The amountof theLoan not theretoforewithdrawnshall be deemedto havebeencan-
celledpursuantto Section8 of this Article asof thedateof receiptby theBank of such
notice.

Section8. Exceptas otherwiseprovidedin Section9 of this Article, if any of the
eventsdescribedin Section7 of this Article shall havehappenedand be continuing,
the Bank may at any time by noticeto theBorrowersterminateany andall obligations
of the Bank to permit the Borrowersto withdraw from the Loan Account, and upon
the giving of suchnotice the amountof the Loan not theretoforewithdrawn shall be
cancelled.

Section9. If the right of the Borrowersto withdraw from the Loan Accountshall
be suspendedpursuantto Section7 or cancelledpursuantto Section 8 of this Article
and if prior to the dateof suchsuspensionor cancellation,as thecasemaybe, theCom-
panyshallhaveenteredinto any binding commitmentfor the purchaseof goodswhich
shallhavebeenapprovedin writing by the Bankeitherbeforeor afterthe makingthereof,
then the Bank shall permit the Borrowersto withdraw from the Loan Account such
amountsas shall be necessaryin order to enable the Companyto satisfy suchof its
obligationsundersuch commitmentas shallbe dueprior to December31, 1949. The
right of the Borrowers to withdraw from the Loan Account pursuantto this Section
shall be subject to the condition that the Borrowersshall comply with the provisions
of Sections2 (exceptsubparagraphs5 and 8 thereof), 3, 4 and 5 of this Article. The
commitmentchargespecifiedin Section2 of Article II of this Agreementshall continue
to accrueon amountssubjectto withdrawal underthis Section.

Section10. Notwithstanding any cancellationpursuantto Section 6 or 8 of this
Article or any suspensionpursuantto Section7 of this Article, all theprovisionsof this
Agreementshall continue in full force and effect except as in this Article specifically
provided.
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Article V

PARTICULAR COVENANTS OF THE BoRRowERS

The Borrowershereby covenantas follows:

Section1. The Borrowerswill duly and punctuallypay the principal of, and the
interestandcommitmentchargeon, theLoan whenand as thesameshall becomedue
and payableas providedin this Agreement.

Section2. The Borrowerswill not agreeto any change in the provisionsof the
SubsidiaryLoan Agreementwithout theprior written approvalof theBank.

Section3. The Borrowerswill duly and punctually perform all obligations on
their partundertheSubsidiaryLoanAgreementandwill usetheir bestefforts to enforce
the performanceby the Companyof all obligationson its part thereunder.

Section4. The Borrowers will use their bestefforts to causethe Company to
carry out the Projectwith due diligenceand efficiency and in conformity with sound
engineeringpracticeandwill not hinderor obstructthe Companyin the carryingout
of theProject.

Section5. The Borrowerswill, immediatelyupon the preparationthereof,furnish
to the Bank,or causethe Companyto furnish to the Bank, the plansandspecifications
for the Project in such form and detail as the Bank shall reasonablyrequest. Any
modificationsor changesin such plansand specificationsshall be promptly furnished
to the Bank.

Section6. The Borrowerswill causetheproceedsof the Loan andthe Subsidiary
Loanandthegoodspurchasedwith suchproceedsto be applied in accordancewith the
provisionsof Article III of this Agreementandwith theprovisionsof the SubsidiaryLoan
Agreement.

Section7. So long as any partof the Loan shall be outstandingandunpaid, the
Borrowerswill causebooks, accountsand recordsto be maintainedwhichshall beade-
quateto identify thegoodspurchasedwith theproceedsof theLoan andtheSubsidiary
Loan, to disclosethe endusethereofin the Projectandthe progressof theProject,and
to reflect in accordancewith consistentlymaintainedsound accountingpracticesthe
financial condition and operationsof eachof the Borrowersand the Company.

Section8. So long as any part of the Loan shall be outstandingand unpaid,the
Borrowerswill permit, and will causethe Company and the Subsidiariesto permit,
accreditedrepresentativesof theBank, including independentaccountantsandengineers
designatedby theBank for that purpose,to inspectanyandall goodspurchasedout of
theproceedsof theLoan andtheSubsidiaryLoan andany of thepropertiesownedor
operatedby the Companyor any Subsidiaryof the Companyand to inspect,audit and
make copiesof, any books, accounts,records,contracts,orders, invoices, engineering
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studiesand reports,and other documentsrelating to the goods purchasedout of the
proceedsof the Loan and the SubsidiaryLoan, and the usethereofin the Project,or
to the progressof the Project,or otherwiseto the operationsand financial condition
of the Borrowersand the Companyand the relationsbetweenthe Borrowersand the
Company.

Section9. So long as any part of the Loan shall be outstandingand unpaid, the
Borrowerswill furnish, and will causethe Companyto furnish, to the Bank all such
information,at suchtimes, in suchform andin suchdetail, asthe Bankshall reasonably
requestrelating to the expenditureof the proceedsof the Loan and the Subsidiary
Loan, the useof the goodspurchasedtherewith, the progressof theProject and the
operationsand financial conditionof the Borrowersand the Company.

Section10. So long as any part of the Loan shall be outstandingandunpaid,if
Financierashallproposeto incur, assumeor guaranteeanyexternaldebt,orsubstantially
to modify the termsof paymentof any then existing external debt incurred,assumed
or guaranteedby it, it will notify theBank promptly of the particularproposal, and
prior to thetaking of theproposedaction, will afford to theBank all opportunitywhich
is reasonablypracticableunderthecircumstancesto exchangeviews with it with regard
to suchproposal.

Section11. So long as any part of the Loan shall be outstandingand unpaid,
the Commissionwill not, without the prior written approvalof the Bank, incur any
debt if therebythe aggregateamount required in any fiscal year of the Commission
(includingthe fiscal yearin which theCommissionproposesto incur suchdebt) for the
paymentof principal(includingamortizationandsinking fund payments)of, andinterest
and other chargeson, all outstandingdebt (including said proposeddebt) incurred by
theCommissionwould exceed66 2/3 % of theaggregateamountof the revenuesreceived
by theCommissionduring itsfiscalyearlastprecedingthedateonwhich theCommission
proposesto incur such debt. For purposesof this Section:

(a) theterm” revenuesof theCommission”shall be deemedto meantheaggregate
of

(i) all current revenuesof the Commissionexcluding public appropriations
andgrantsand

(ii) all paymentson accountof principal of, and amortization and sinking
fundson, debtowing to theCommissionbut only to theextentthat theCommission
shall havemadepaymentsduring the samefiscal yearon accountof principal of,
and amortizationand sinking funds on, debt of the Commission;
lesstheamountof all operating,administrativeandoverheadexpensesof the Corn-.
mission, but without deduction of any amounts for depreciation, replacement,

• retirement, obsolescence,interest, sinking fund or amortization of principal of
indebtedness;

(b) the term “ debt” shall not includedebt maturingby its termsin not morethan
one year after its date in an aggregateprincipal amount not exceedingthe equivalent
of ten million pesosin the currencyof the Guarantor;
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(c) the term “debt” shall not include the Loan and the term “revenuesof the
Commission”shall not includeany amountsreceivedpursuantto theSubsidiaryLoan
Agreement;

(d) the term “incur” with referenceto any debt shall include any assumptionor
guaranteeof suchdebtor any modificationof the termsof paymentof suchdebt; and

(e) sumsin currencyotherthan currencyof theGuarantorshall be convertedinto
currencyof the Guarantorat the official selling rate of theBank of Mexico for such
other currency on the dateon which the Commission proposesto incur the debt in
question.

Section12. If at anytime so long as anypartof theLoanshall beoutstandingand
unpaid any condition shall arisewhich shall prevent, obstructor interfere with, or
threatento prevent, obstructor interferewith, theaccomplishmentof thepurposesof
the Loanor theSubsidiaryLoan or themaintenanceof theserviceon, or the repayment
of, the Loanor theSubsidiaryLoan, the Borrowerswill promptly inform theBankof
suchcondition andwill afford, andcausetheCompanyto afford, to theBankareasonable
opportunity to exchangeviews with the Borrowers, or with the Borrowersand the
Company,as the casemay be, with regardthereto.

Section13. The Borrowerswill pay or causeto be paid any andall taxes,duties,
impostsand feesthatshall be imposedupon this Agreementor the GuaranteeAgree-
ment, or the execution,delivery or registrationthereof, or the paymentof principal,
interest or other chargesthereunder. Such principal, interest andother chargesshall
be paid without deductionfor and free of any and all suchtaxes,duties, impostsand
fees imposedby the Guarantoror any taxing authority thereofor therein.

Section14. So long as any part of the Loan shall be outstandingandunpaid:

(a) Eachof theBorrowerswill at all timesmaintain its existenceandright to carry
on operationsand the Commissionwill, except as the Bank shall otherwiseagreein
writing, maintainand renew all rights, powers, privileges andfranchisesownedby it
andnecessaryor useful in the operationof its business.

(b) The Commissionwill maitain its plants,equipmentand property, and from
time to time make all necessaryrenewalsand repairs thereof, all in accordancewith
soundengineeringstandards.

(c) The Commission will not, without the written consentof the Bank, sell or
otherwisedisposeof all or substantiallyall of its propertyandassets,unlessthe Borrowers
shallfirst redeemandpay,ormakeadequateprovisionsatisfactoryto theBank for redemp-
tion andpaymentof, all of the Loanwhich shallthen be outstandingandunpaid.

(d) Financierawill makeavailableto theCompanyduringtheyearendingDecember
31, 1949, suchamountsin pesos,not exceedingan aggregateof 10,000,000pesos,as
shall be required from time to time by the Companyfor local currencyexpenditures
in such year in connectionwith the Project, such amountsto be made available by
meansof creditsor otherarrangementsas agreedto by Financieraand the Company
andon terms and conditionsacceptableto the Bank.
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Section15. Exceptas shall be otherwiseagreedin writing betweenthe Bank and
the Borrowers,the Borrowerswill insureor causeto be insuredwith responsibleinsurers
all goodspurchasedin whole or in partwith the proceedsof the Loan or theSubsidiary
Loan for thefull costof suchgoodsagainstmarineandtransithazardsincidentto delivery
of the goodsinto the territoriesof the Guarantorundercontractsof insurancepayable
in dollars or in the currencyin which the part of the Loan applied to the cost of such
goodsis payable.

Section 16. Exceptas the Bank shall otherwiseagreein writing, so long as any
part of the Loan shall be outstandingandunpaidif anyprivilege or priority (including
any mortgage,pledgeor charge)shall be createdon any property, assets,revenuesor
receiptsof the Commissionas securityfor thepaymentof anydebt,then by thecreation
thereofsuch privilege or priority shall equallyand ratably securethe paymentof the
principal of, and interestand commitmentchargeon, the Loan and the Commission
covenantsthat in the creationof any suchprivilege or priority, expressprovision will
be made to that effect; provided, however, that this Section shall not apply to any
privilege or priority createdon any propertypurchased(otherthanany of the goods)
at the time of purchasesolely as security for the paymentof the purchaseprice of such
property.

Section 17. So long as any part of the Loan shall be outstandingand unpaid:

(a) All SubsidiaryNoteswhichshall be receivedby Financieraundertheprovisions
of the SubsidiaryLoan Agreementshall be held by the Borrowersfor the accountof
the Bank as securityfor the repaymentof the principal of, andpaymentof interestand
commitmentchargeson, theLoan. All moneysreceivedby theBorrowersas payment
of interestor otherchargeson, or asrepaymentof the principalof, theSubsidiaryNotes
shall be appliedby themforthwith first to paymentof interestandcommitmentcharges
thenaccruedon the Loan, and if thereshall be any excessof such moneysover the
aggregateof suchcharges,to the repaymentof a portion of the principal of the Loan
equivalentto such excess. Exceptas otherwiseagreedin writing by the Bank, the
Borrowersshall not sell, assign,pledgeor otherwisetransferor disposeof any of the
SubsidiaryNotes.

(b) Thenetproceedsof anysaleof goodspursuantto ClauseEighthof theSubsidiary
Loan Agreement,after deductingall costs and expensesof the Borrowers, including
amountsexpendedby them in completing paymentfor any of such goods, shall be
promptly applied to the paymentof all amountsdue or to becomedue to the Bank
underthis Agreement.

Article VI
REMEDIES OF THE BANK ON DEFAULT

Section1. If any of the following events(herein called Events of Default) shall
happen,that is to say:

(a) if defaultshallbe madein the paymentof anyinstalmentof interestor commit-
ment chargeon the Loan whenand as the sameshall becomepayable;or
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(b) if default shall be made in the paymentof the principal of the Loan at its
maturity; or

(c) if defaultshall be madein theperformanceof any other covenantor agreement
on the part of the Borrowersor eitherof them or of the Guarantorin this Agreement
or in the GuaranteeAgreementset forth; or

(d) if the Guarantoror any governmentalauthority shall takeany actionfor the
dissolution or disestablishmentof either of the Borrowersor for the suspensionof the
operationsof either of them; or

(e) if by actionof the Guarantoror of anygovernmentalauthority,the ownership,
possessionor control of all or substantiallyall of the propertieswhich areincluded in
theProject,or of any plant of the Companyor anySubsidiaryor anypropertynecessary
for the operationthereof,shall be taken from the Company,or any franchiseor con-
cessionnecessaryfor suchoperationshall be cancelledor, having expired,shall not be
renewed;

thenandin eachsuchcaseduringthe continuanceof suchEvent of Default (but in the
caseof an Event of Default specified in clause (a) of this Sectiononly if suchdefault
shall continuefor a period of 30 days;andin thecaseof an Eventof Default specified
in clause(c) of this Section only if suchdefault shall continuefor a periodof 60 days
after written notice thereofshall havebeengiven by the Bank to the Borrowers)the
Bank, at its option, may declarethe principal of the Loan then outstanding(if not
alreadydue) to be due and payableimmediately, and upon any such declarationsuch
principal shall becomeand shall be due and payable immediately, anything in this
Agreementcontainedto thecontrarynotwithstanding.

Section2. No delayby theBankin exercising,or omissionof theBankto exercise,
any right or power accruingto it under this Agreementupon any Event of Default
shall impair anysuchright or poweror be construedto be a waiver of any suchEvent
of Default or acquiescencetherein; nor shall the actionof the Bank in respect of any
default, or in respectof thewaiver of any default, affector impair any right or power
of the Bank in respectof any otheror subsequentdefault;andevery right, powerand
remedygiven hereunderto theBank may be exercisedby it from time to time andas
often as it may deemexpedient.

Article VII

INTERPRETATION OF AGREEMENT; ARBITRATION

Section 1. The respectiverights andobligationsof thepartiesunderthis Agreement
shall be valid and enforceablein accordancewith their termsanything in any statute,
law or regulationof any nation or stateor political subdivision thereofto thecontrary
notwithstanding. None of suchpartiesshall be entitled in any proceedingunderthis
Article to assertanyclaimthatanyprovisionof this Agreementis invalid or unenforcable
becauseof any provision of the Articles of Agreementof the Bank or for any other
reason.

Section2. The provisionsof this Agreementshall be interpreted in accordance
with the law of the State of New York, United States,as at the time in effect.
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Section3. Any controversybetweenthe partiesto this Agreementand anyclaim
by any of such parties againstany other party thereto arisingunder this Agreement
which shall not be determinedby agreementof suchpartiesshall besubmitted to and
determinedby arbitrationby anArbitral Tribunal in accordancewith theprovisionsof
Loan RegulationsNo. 1~of the Bank dated May 9, 1947, a copy of which has been
furnishedto the Borrowers. The parties to this Agreementacceptand agreeto the
provisions of said Loan RegulationsNo. I with the same force and effect as if they
were fully setforth herein; provided,however, that the term “ Borrower” as used in
saidLoan RegulationsNo. 1 shall be deemedto meantheBorrowers.

Article VIII
MISCELLANEOUS PROvISIONs

Section1. Any notice, requestor demand required or permitted to be given
underthis Agreementshall be in writing andshall be deemedto havebeenduly given
when it shall be deliveredin writing or by telegram,cableor radiogramto the party
or partiesto which suchnotice, requestor demandis requiredor permittedto begiven
at its or their addressor addresseshereinafterspecified,or at such other addressor
addressesas such party or partiesshall have designatedby notice in writing to the
party or partiesgiving or making such notice, requestor demand. The addressesso
specifiedare

(a) For the Bank: International Bank for Reconstruction and Development,
1818 H Street,N. W., Washington25, District of Columbia,United Statesof America.

(b) For theBorrowers: NacionalFinanciera,S. A., AvenidaVenustianoCarranza25,
Mexico, D. F., Mexico.

Section2. The Borrowersshall furnish to the Bank sufficient evidence of the
authorityof thepersonor personswho will sign theapplicationsprovidedfor in Article IV
of this Agreementor who will, on behalf of the Borrowers, takeany other action or
executeany other documentsrequiredor permitted to be taken or executedby the
Borrowerspursuantto any of theprovisionsof this Agreementand the authenticated
specimensignatureof eachsuch person.

Section3. All obligations of the Borrowersunderthis Agreementshall be joint
and severalandthe obligation of either of them to comply with any provision of this
Agreement is not subject to any prior notice to, demandupon or action againstthe
other. No extensionof time or forbearancegiven to either of theBorrowersin respect
of theperformanceof anyof its obligationsunderthis Agreement,andno failure of the
Bank strictly to assertanyright or pursueany remedyagainsteither of them in respect
of this Agreementandno failure by eitherof theBorrowersto comply with any require-
ment of anylaw, regulationor ordershall in any way affect or impair any obligation of
the other Borrower underthis Agreement.

Section4. This Agreementmay beexecutedin severalcounterparts,eachof which
shall be an original and all collectively but one instrument.

1 Seep. 94 of this volume.
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Article IX

EFFECTIVE DATE

Section1. This Agreementis subject to thecondition that beforeit shall become
effectivethe following eventsshall haveoccurred:

(a) the SubsidiaryLoan Agreementshall havebeenduly executedand delivered
on behalf of theBorrowersandtheCompanysubstantiallyin the form initialed by the
representativeof the Bank and the representativeof Financieraon the date of this
Agreementand all acts requiredto be performedpursuantto ClauseThirtieth of the
SubsidiaryLoan Agreementshall havebeenperformed;

(b) theexecutionanddelivery on behalfof theGuarantorof theGuaranteeAgree-
ment shall havebeenduly authorizedor ratified by all necessarygovernmentalaction;

(c) theexecutionanddeliveryof this AgreementandtheSubsidiaryLoanAgreement
on behalf of theBorrowersshall havebeenduly authorizedor ratified by all necessary
actionof eachof theBorrowers; and

(d) any privilege or priority (including any mortgage,pledgeor charge)existing
at thedateof this Agreementon anyproperty,assets,revenuesor receiptsof theCom-
mission assecurity for the paymentof any debt shall havebeenextinguished,except
as theBank shall haveotherwiseagreedin writing.

Section2. The Borrowersshall promptly furnish to theBankevidencesatisfactory
to the Bankthat all actsrequiredto be performedpursuantto Section 1 of this Article
havebeenperformed. As part of suchevidencetheBorrowersshall furnishto theBank
an opinion or opinions satisfactoryto theBank of legal counselacceptableto the Bank,
showing:

(a) that this AgreementandtheSubsidiaryLoanAgreementhavebeenduly author-
ized by, andexecutedanddeliveredon behalfof, eachof theBorrowers;that the Guar-
anteeAgreementhasbeenduly authorizedby, and executedand delivered on behalf
of, the Guarantor;andthat theSubsidiaryLoan Agreementhasbeenduly authorized
by, and executedand delivered on behalf of, the Company;

(b) that saidAgreementsconstitutevalid andbindingobligationsof theBorrowers,
theGuarantorandtheCompany,respectively,in accordancewith their terms; and

(c) that, except as the Bank shall otherwise agree in writing, all privileges
and priorities (including any mortgage,pledge or charge)existing at the dateof this
Agreementon anyproperty,assets,revenuesandreceiptsof theCommissionas security
for thepaymentof any debthavebeenextinguishedandareno longereffective.

Except as shall otherwisebe agreedin writing betweenthe Bank and the Borrowers,
this Agreementshall come into force andeffect on the datewhen theBank notifies the
Borrowersandthe Guarantorof its acceptanceof suchevidence.

Section3. If all actsrequiredto beperformedpursuantto Section 1 of this Article
shall not havebeen performed and satisfactoryevidencethereof shall not havebeen
furnishedto theBank within 30 daysafter thedateof this Agreement,the Bank may
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at its option by notice to the Borrowersand the Guarantorterminatethis Agreement,
andupon the giving of suchnoticeof termination,this Agreementand all obligations
of the partieshereundershall forthwith ceaseanddetermine.

IN WITNESS WHEREOF the partiesheretohavecausedthis Agreementto be signed
in their respectivenamesby their representativesthereuntoduly authorizedas of the
day andyear first abovewritten.

InternationalBank for ReconstructionandDevelopment:
By JohnJ. MCCLOY

NacionalFinanciera,S. A.:
By Antonio CARRILLO

ComisiónFederalde Electricidad:

By A. P~zU.

SCHEDULE I

DESCRIPTION OF PROJECT

I. Hydro-ElectricGeneratingPlants
1. Necaxa

Install unit No. 10 at Necaxahydro-electricplant, completewith one 20,000KVA
generator,one22,000h.p. turbine,transformers,circuit breakers,penstock,valves and
appropriateauxiliary equipment.

2. Lerma

Install unit No. 3 at Lerma hydro-electricplant, completewith one 31,000 KVA
generator,turbine, transformers,circuit breakers,penstock,valves,powerhouseexten-
sion and appropriateauxiliary equipment.

3. Patla
(a) Constructand install a 45,000 KW hydro-electricplant at Patla,with three

15,000KW generators,three22,500h.p. turbines,transformers,circuit breakers,power
house and appropriate auxiliary equipment.

(b) Install penstock. Construct power tunnel, tunnel intake, protective walls,
diversion dam, surge tank, inclined railway and other requisite hydraulic and civil
engineeringworks. Providerequisiteconstructionequipment.

(c) Construct 85 KV transmissionline Patla-Jacksonvilleand re-route Tepexic
line to Jacksonville.

4. SpareParts
Providespareparts for maintenanceand repairof hydro-electricplant equipment

duringperiod 1949-1951.
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II. Thermo-electricGeneratingPlant

Build a 50,000KW thermo-electricplantat Lecheria,with two 25,000KW turbo-
generators,boilers, cooling towers, transformers,switchboards,oil storage facilities
and appropriateauxiliary equipment.

III. Substations,TransmissionLinesand Distribution Systems

1. Constructa new double-circuit 187 KV transmissionline betweenNecaxaand
FederalDistrict, including187/85KV substationsat the terminal pointsat Jacksonville
and CerroGordo.

2. Increase capacity of transmissionand distribution system in the Lecheria-
Tlalnepantladistrict, as follows:

(a) Constructdoublecircuit 85 KV transmissionline from Lecheriasubstationto
K. 15 substation.

(b) Constructnew 20,000KVA substationat La Loma.
(c) Add appropriateequipmentto Lecheria, K. 15, Tlalnepantlaand Industria

Eléctricasubstations.

3. Increaseto 10,000 KVA the capacity of Careaga20/6 KV substation.

4. Install at Pateraa 10,000KVA, 20/6KV substation.

5. Install at SanJuana 10,000 KVA, 20/6 KV substation.

6. Install at Xalostoca 5,000KVA, 20/6 KV substation.

7. Increaseto 20,000KVA the capacityof Cerro Gordo 85/20KV substationand
build additionaloutgoing20 KV circuit.

8. Build two 85 KV linesfrom Lecheriato Jasso,anderectat Jassoa20,000KVA,
85/20 KV substation.

9. Build one85 KV line from Cerro Gordoto Los Reyes,anderectat Los Reyes
a 12,000 KVA, 85/20 KV substation.

10. Install 10 KMS. of 85 KV undergroundthree-phasecircuit betweenNonoalco
and Jamaicasubstations,passingthroughSan Lazarosubstation.

11. Build one85 KV line betweenK-48 andToluca,anderectatTolucaa7,800KVA,
85/20 KV substation. Erect two 2,600 KVA, 44/20—6 KV substationsto feed the
aqueductpumpingstationsat Lerma Springs.

12. Install a 36,000 KVA, 85/40 KV bank at Morales substation,install 40 KV
cablesto Euskadi,anderectat this place a 20,000KVA, 40/6 KV automaticsubstation.

13. Add a second60 KV circuit from Capulin to Cuernavacatown and convert
the distribution systemfor 6 KV operation.
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14. Reinforce85 KV overheadlinesaroundMexico City, by erectingnew double-
circuit 85 KV steeltowerlines betweenAlamo andTasquenasubstation,and replacing
conductorson existinglines betweenTasquenaand Jamaica.

15. Increasethe capacityof the 20 KV systemat Pachucaand erecta 5,000KVA
20/6 KY substation.

16. Add additionalequipmentat the Company’sendof the El Alamo substation
to provideadequatedistributionof powerreceivedfrom the Commission’sIxtapantongo
andSantaBarbarahydroelectricplants.

17. Replaceconductorsandinsulatorsonone-halfof Lerma-Nonoalco85 KY lines.

18. Replacethe 20,000KYA, 85/6 KY bankat Morales by anotherbank ratedat
30,000KVA.

19. Install at Jamaicasubstationa second30,000 KYA, 85/6 KY bank, extend

building andreplace6 KV switchgear.

20. Provide 14 new 6 KY feedersfrom varioussubstationsof the FederalDistrict.

21. RebuildIndianilla substation.

22. Replace 33 public lighting transformersin the FederalDistrict and Pachuca
town.

23. Erect a 5,000KVA, 20/6 KY substationat Tlalpamand convertdistribution
systemto 6 KY.

• 24. Erect a 5,000KYA, 20/6 KY substationat Pantitlan.
25. Add 50,000 KVA in condensercapacityto the Company’ssystem.

26. Erect new rural substationsand increasecapacity of existingones.

27. Install distribution transformers,new connectionsand extensionsin overhead
andundergrounddistribution system.

28. Construct15 new transformervaults.
29. Provide200,000watt-hourmetersand miscellaneousmeteringequipment.

IY. General

All constructionsandinstallationsdescribedin the foregoingSectionsI, II, and III
of this Scheduleshall be carriedout andplaced in serviceableoperatingorder in con-
formity with soundengineeringpracticeand in accordancewith the detailedplans and
specificationsto be furnishedto the Bank by the Borrowers. Suchconstructionsand
installationsshall include the acquisitionof all necessaryland and franchises,the con-
struction of all necessarycivil and hydraulic engineeringwork and the installationof
adequatecommunicationsystems.
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 2, DATED 28 APRIL 1948

REGULATIONS GOVERNING THE DETERMINATION OF THE EQUIVALENT IN DOLLARS OF

PARTS OF LoANs REPAYABLE IN CURRENCIESOTHERTHAN DOLLARS AND THE AMOUNTS
TO BE PAID AS PRINCIPAL, INTEREST AND OTHER CHARGES IN RESPECT OF PARTS

OF LoANs ADVANCED OUT OF THE BANK’S CAPITAL HELD IN SUCH CURRENCIES

[Not publishedherein. SeeUnitedNations,Treaty Series,Vol. 153,p. 340.]
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