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No. 2344. GUARANTEE AGREEMENT’ (SECOND AGRI-
CULTURAL PROJECT)BETWEEN THE REPUBLIC OF
ICELAND AND THE INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT. SIGNED
AT WASHINGTON, ON 4 SEPTEMBER 1953

AGREEMENT, datedSeptember4, 1953, betweenREPUBLIC OF ICELAND
(hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RECONSTRUC-

TION AND DEVELOPMENT (hereinaftercalledthe Bank).

WHEREAS by an agreementof evendate herewithbetweenthe Bank and
Framkv~mdabankiIslands(Iceland Bank of Development)(hereinaftercalled
the Borrower), which agreementand the schedulestherein referred to are
hereinaftercalled the Loan Agreement,2the Bank has agreedto make to the
Borrower a loan in various currenciesin an aggregateprincipal amount equi-
valent to one million three hundredfifty thousanddollars ($1,350,000),on
the termsandconditionssetforth in the Loan Agreement,but only on condition
that the Guarantoragreeto guaranteethe paymentof the principal, interest
and otherchargeson such loan andthe obligationsof the Borrower in respect
thereof; and

WHEREAS the Guarantor, in considerationof the Bank’s entering into the
Loan Agreementwith the Borrower, has agreedto guaranteethe payment of
the principal, interestand other chargeson such loan and the obligationsof
the Borrower in respectthereof;

Now THEREFOREthe partiesheretohereby agreeas follows:

Article I

Section 1.01. The parties to this GuaranteeAgreement accept all the
provisions of Loan RegulationsNo. 42 of the Bank dated October 15, 1952,
subject,however, to the modifications thereofset forth in Schedule33 to the
Loan Agreement(said Loan RegulationsNo. 4 as so modified beinghereinafter
called the Loan Regulations),with the sameforce and effect as if they were
fully set forth herein.

1 Cameinto force on 17 October1953 upon notification by the Bank to the Governmentof
theRepublicof Iceland.

Seep. 282 of this volume.
Seep. 294 of this volume.
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Article II

Section2.01. Without limitation or restriction upon any of the other
covenantson its part in this Agreementcontained,the Guarantorhereby un-
conditionally guarantees,as primary obligor and not as surety merely, the due
and punctual paymentof the principal of, and the interestand other charges
on, the Loan, the principal of and intereston the Bonds, the premium, if any,
on the prepaymentof the Loan or the redemptionof the Bonds, andthe punc-
tual performanceof all the covenantsand agreementsof the Borrower, all as
set forth in the Loan Agreementand in the Bonds.

Article III

Section 3.01. It is the mutual intention of the Guarantorand the Bank
that no other externaldebt shall enjoy any priority over the Loan by way of
a lien on governmentalassets. To that end, the Guarantorundertakesthat,
except as the Bank shall otherwiseagree, if any lien shall be createdon any
assetsof the Guarantoras security for any external debt, such lien will ipso
facto equally and ratably securethe paymentof the principal of, and interest
andotherchargeson, the Loan andthe Bonds, andthat in the creationof any
such lien expressprovision will be made to that effect; provided, however,
that the foregoing provisions of this Section shall not apply to : (i) any lien
createdon property, at the time of purchasethereof, solely as securityfor the
paymentof the purchasepriceof suchproperty; (ii) any pledgeof commercial
goods or of the proceedsof sale thereof to securea debt maturing not more
than one year after the dateon which it is originally incurredand to be paid
out of the proceedsof sale of such commercialgoods;or (iii) any lien arising
in the ordinary courseof banking transactionsto securea debt maturing not
morethanoneyear afterthe dateon which it is originally incurred.

The term “ assetsof the Guarantor” as used in this Section includes
assetsof the Guarantoror any of its political subdivisions or any agency of
the Guarantoror of any such political subdivision, including Landsbanki
Islands(National Bank of Iceland),or any institution performing the functions
of a centralbank.

Section 3.02. (a) The Guarantor and the Bank shall cooperatefully to
assurethat the purposesof the Loan will be accomplished. To that end,
eachof them shall furnish to the otherall suchinformation as it shallreasonably
requestwith regard to the general statusof the Loan. On the part of the
Guarantor,suchinformation shall include information with respectto financial
andeconomicconditionsin the territoriesof the Guarantorandtheinternational
balanceof paymentspositionof the Guarantor.
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(b) The Guarantorandthe Bank shall from time to time exchangeviews
through their representativeswith regard to mattersrelating to the purposes
of the Loan andthe maintenanceof the servicethereof. The Guarantorshall
promptly inform the Bank of any condition which interfereswith, or threatens
to interferewith, the accomplishmentof the purposesof the Loan or the main-
tenanceof the servicethereof.

(c) The Guarantorshall afford all reasonableopportunity for accredited
representativesof the Bank to visit any part of the territoriesof the Guarantor
for purposesrelated to the Loan.

Section 3.03. The principal of, and interestand other chargeson, the
Loan and the Bonds shall be paid without deduction for, and free from, any
taxes or fees imposedunder the laws of the Guarantoror laws in effect in its
territories; provided, however, that the provisions of this Section shall not
apply to taxationof, or feesupon, paymentsunderanyBond to a holderthereof
other than the Bank when such Bond is beneficially owned by an individual
or corporateresidentof the Guarantor.

Section 3.04. This Agreement, the Loan Agreement and the Bonds
shall be freefrom any taxesor feesthat shallbe imposedunderthe laws of the
Guarantoror laws in effect in its territorieson or in connectionwith the execu-
tion, issue,deliveryor registrationthereof.

Section3.05. The principal of, and interestand other chargeson, the
Loan andthe Bondsshall be paid free from all restrictionsimposedunderthe
laws of the Guarantoror laws in effectin its territories.

Article IV

Section 4.01. The Guarantor shall endorse, in accordancewith the
provisionsof the Loan Regulations,its guaranteeon the Bondsto be executed
and delivered by the Borrower. The Minister of Financeof the Guarantor
and suchpersonor personsas he shall designatein writing are designatedas
the authorized representativesof the Guarantorfor the purposesof Section
~.12 (b) of the Loan Regulations.

Article V

Section 5.01. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations:

For the Guarantor:Republicof Iceland, Ministry of Finance, ReykjavIk,
Iceland,or Republic of Iceland, Legationof Iceland, 1906 23rd Street,N. W.,
Washington6, D.C., United Statesof America.

For the Bank: InternationalBank for Reconstructionand Development,
1818 H Street,N. W., Washington25, D.C., United Statesof America.
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Section 5.02. The Minister of Finance of the Guarantoris designated
for the purposesof Section 8.03of the Loan Regulations.

IN WITNESS WHEREOF, the partieshereto, acting through their representa-
tives thereuntoduly authorized,havecausedthis GuaranteeAgreementto be
signed in their respectivenamesand delivered in the District of Columbia,
United Statesof America, as of the day andyear first abovewritten.

Republicof Iceland
By Thor THORS

AuthorizedRepresentative

InternationalBankfor Reconstructionand Development:
By EugeneR. BLACK

President

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO BoERowERS OTHER THAN

MEMBER GOVERNMENTS

[Not publishedherein. SeeUnited Nations,Treaty Series, Vol. 172,p. 115]

LOAN AGREEMENT

(SECOND AGRICULTURAL PROJECT)

AGREEMENT, dated September4, 1953, between INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinafter called the Bank) and FEAMKV/EMDA-
BANKI ISLANDS (IcelandBank of Development)(hereinaftercalled the Borrower).

Article I

LOAN REGULATIONS

Section1.01. The partiesto this Loan Agreementacceptall the provisions of
Loan RegulationsNo. 41 of the Bank datedOctober15, 1952,subject,however,to the
modifications thereof set forth in Schedule32 to this Agreement(said Loan Regulations
No. 4 asso modified beinghereinaftercalledthe Loan Regulations),with the sameforce
andeffect as if theywere fully set forth herein.

1 See above.

See p. 294 of this volume.
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Article II

THE LOAN

Section2.01. The Bank agreesto lend to the Borrower, on the termsand condi-
tions in this Agreementset forth or referredto, an amountin various currenciesequiva-
lent to onemillion threehundredfifty thousanddollars ($1,350,000).

Section2.02. The Bank shall opena Loan Account on its books in thenameof
theBorrower andshall credit to suchAccount the amountof the Loan. The amount
of the Loan may be withdrawn from theLoan Account as provided in, andsubject to
the rights of cancellationandsuspensionset forth in, the Loan Regulations.

Section2.03. The Borrower shall pay to the Bank a commitmentchargeat the
rate of three-fourthsof one per cent (3/4 of 1%) per annum on the principal amount
of the Loan not so withdrawnfrom time to time.

The date specified for the purposesof Section 2.02 of the Loan Regulationsis
November1, 1953,or the EffectiveDate, whichevershall be the earlier.

Section2.04. The Borrower shall pay interest at the rate of five percent (5°/a)
perannum on the principal amountof the Loan so withdrawn and outstandingfrom
timeto time.

Section2.05. Exceptasthe BankandtheBorrowershallotherwiseagree,thecharge
payablefor specialcommitmentsenteredinto by theBankat therequestof theBorrower
pursuantto Section4.02 of the Loan Regulationsshallbe at therate of one-halfof one
percent (1/2 of 1%)per annumon theprincipalamountof anysuchspecialcommitments
outstandingfrom time to time.

Section2.06. Interestandotherchargesshall bepayablesemi-annuallyon March I
andSeptember1 in eachyear.

Section2.07. The Borrower shall repaythe principal of the Loan ip accordance

with the amortizationscheduleset forth in Schedule1’ to this Agreement.

Article III

USE OF PROCEEDSOF THE LOAN

Section3.01. The Borrower shall apply the proceedsof the Loan exclusivelyto
financing the costof goods requiredto carry out theProjectdescribedin Schedule21
to this Agreement. The goodsto be financedout of the proceedsof the Loan shall be
determinedby agreementbetweenthe Bank and the Borrower, subjectto modification
by furtheragreementbetweenthem.

Article IV

BONDS

Section4.01. The Borrower shall execute and deliver Bonds representingthe

principal amountof the Loan as providedin the Loan Regulations.

1 Seep. 292 of this volume.
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Section4.02. The GeneralManagerof the Borrower andsuchpersonor persons
asheshallappointin writing aredesignatedasauthorizedrepresentativesof the Borrower
for the purposesof Section6.12 (a) of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall causethe Project to be carried out with
duediligenceandefficiency and shall ensurethat goodsareavailable for theProjectas
required.

(b) The Borrower shall maintainor cause to be maintainedrecordsadequateto
recordtheprogressof theProjectandto reflectinaccordancewithconsistentlymaintained
round accountingpracticesthe financial condition and operationsof the Borrower;
shallenablethe Bank’s representativesto inspecttheProject,thegoodsandany relevant
recordsand documents;andshall furnish to the Bank all such information as the Bank
shall reasonablyrequestconcerningthe expenditureof the proceedsof the Loan, the
Project, the goods,and the financial condition andoperationsof the Borrower.

Section5.02. (a) The Bank and the Borrower shall cooperatefully to assurethat
thepurposesof the Loan will be accomplished. To thaterid, eachof themshallfurnish
to the otherall suchinformation as it shall reasonablyrequestwith regardto thegeneral
statusof the Loan.

(b) The Bank and the Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelating to the purposesof the Loan andthe
maintenanceof the service thereof. The Borrower shall promptly inform the Bank
of any condition which interfereswith, or threatensto interferewith, the accomplish-
ment of the purposesof the Loan or themaintenanceof theservicethereof.

Section5.03. If theBorrowershall proposeto incuranyexternaldebt,the Borrower
shall inform the Bank of suchproposalarid, before theproposedaction is taken,shall
afford the Bank all opportunity which is reasonablypracticablein the circumstances
to exchangeviewswith theBorrower with respectthereto; provided, however,that the
foregoing provisions shall not apply to : (i) the incurring of additional externaldebt
throughutilization, in accordancewith the termsof any creditestablishedprior to the
dateof this Agreement,of any unusedamountsavailableundersuch credit; or (ii) the
incurringby theBorrowerin theordinarycourseof its businessof anyexternalindebted-
nessmaturingnot more than oneyearafter thedateon which it is originally incurred.

Section5.04. The Borrowerundertakesthat, except as the Bank shall otherwise
agree,if anylien shall becreatedon anyassetsof theBorroweras securityfor anyexternal
debt, such lien will ipso facto equally and ratably securethe paymentof the principal
of, andiriterest andotherchargeson, theLoan andtheBonds,andthat in the creation
of anysuchlien expressprovision will be madeto that effect; provided, however, that
theforegoingprovisionsof this Sectionshall not applyto : (i) anylien createdon property
at thetime of purchasethereof,solely as securityfor thepaymentof the purchaseprice
of suchproperty;(ii) anypledgeof commercialgoodsor of theproceedsof salethereof
to securea debtmaturingriot more than oneyear afterthedateon which it is originally
incurred andto be paid out of the proceedsof saleof suchcommercialgoods; or (iii)
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anylien arisingin theordinarycourseof bankingtransactionsto securea debtmaturing
not more than oneyearafter thedateon which it is originally incurred.

Section5.05. The Borrower shall pay or causeto be paid all taxesor fees, if any,
imposedunderthelawsof theGuarantoror lawsin effect in theterritoriesof theGuaran-
tor on or in connectionwith theexecution,issue,deliveryor registrationof this Agree-
ment, the GuaranteeAgreementor the Bonds, or the paymentof principal, interest
or other chargesthereunder;provided,however,that theprovisionsof this Sectionshall
not apply to taxationof, or fees upon, paymentsunderany Bond to a holder thereof
otherthan theBankwhensuchbond is beneficiallyownedby anindividual or corporate
residentof theGuarantor.

Section5.06. The Borrower shall pay or causeto be paid all taxes and fees, if
any, imposedunderthe laws of thecountry or countriesin whosecurrency the Loan
andtheBonds arepayableor lawsin effect in the territoriesof suchcountry or countries
on or in connectionwith theexecution,issue,delivery or registrationof this Agreement,
the GuaranteeAgreementor theBonds.

Section5.07. The Borrower will, upon a withdrawal from the Loan Account
pursuantto Section2.02 of this Agreement,pay into a specialfund to be establishedby
BünadarbankiIslands(hereinaftercalled the Agricultural Bank) an amount in currency
of theGuarantorequivalentto theamountof suchwithdrawal. Exceptas theBorrower
arid the Bank shall otherwiseagree,the Borrower will causethe Agricultural Bank to
usesuchfund only in loansmadeafter July 1, 1953, to farmersand othersengagedin
agricultural pursuits to finance the costs of the program describedin Schedule2 to
this Agreement.

Article VI

REMEDIES OF THE BANK

Section6.01. (i) If anyeventspecifiedin paragraph(a), paragraph(b), paragraph(e)
or paragraph(f) of Section5.02 of theLoan Regulationsshall occurandshall continue
for a periodof thirty days,or (ii) if any eventspecifiedin paragraph(c) of Section5.02
of the Loan Regulationsshall occurand shall continuefor a periodof sixty daysafter
noticethereofshall havebeengivenby theBankto theBorrower,thenat anysubsequent
time during the continuancethereof,the Bank, at its option, may declaretheprincipal
of theLoan andof all the Bondsthenoutstandingto be dueandpayableimmediately,
anduponanysuchdeclarationsuchprincipalshall becomedueandpayableimmediately,
anythingin this Agreementor in the Bonds to the contrarynotwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01. The following event is specified as an additional condition to the
effectivenessof this Agreementwithin the meaningof Section 9.01 (c) of the Loan
Regulations: that the Borrower shall haveobtainedthe agreementof the Agricultural
Barik to usefundsmadeavailableto it pursuantto Section5.07 of this Agreementonly
as specifiedin that Section.
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Section7.02. The following is specified as an additional matter, within the
meaningof Section9.02 (d) of theLoan Regulations,to be includedin the opinion or
opinions to be furnishedto theBank: that theagreementbetweentheBorrowerandthe
Agricultural Bank referred to in Section 7.01 of this Agreementis valid and binding
uponthe Agricultural Bankin accordancewith its terms.

Section7.03. A date60 daysafter thedateof this Agreementis herebyspecified
for the purposesof Section9.04of the Loan Regulations.

Article VIII

MISCELLANEOUS

Section8.01. The Closing Dateshall be March 31, 1955.

Section8.02. Thefollowing addressesarespecifiedfor thepurposesof Section8.01
of theLoan Regulations:

For the Borrower: Framkv~mdabankiIslands (Iceland Bank of Development),
Lnkjartorgi 1, Reykjavik, Iceland.

For the Bank: InternationalBank for Reconstructionand Development,1818 H
Street,N.W., Washington25, D.C., United Statesof America.

IN WITNESS WHEREOF, thepartieshereto,actingthroughtheir representativesthere-
unto duly authorized,havecausedthis Loan Agreementto be signedin their respective
namesand delivered in the District of Columbia, United Statesof America, as of the
day arid yearfirst abovewritten.

InternationalBankfor ReconstructionandDevelopment:
By EugeneR. BLACK

President

Framkv~mdabankiIslands(IcelandBarik of Development):

By BenjaminEIRIKSSON

Authorized Representative

No. 2344
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SCHEDULE 1

AMORTIZATION SCHEDULE

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiumspayableon repayment
in advanceof maturityof any part of the principal amount of the Loan pursuantto
Section2.05 (b) of the Loan Regulationsor on the redemptionof any Bondprior to its
maturity pursuantto Section 6.16 of the Loan Regulations:

Time of Prepaymentor Redemption

Not morethan 5 yearsbefore maturity
More than5 yearsbut not morethan 10 yearsbeforematurity
More than 10 yearsbut not more than 15 yearsbeforematurity
More than 15 yearsbefore maturity

SCHEDULE 2

DESCRIPTION OF THE PROJECT

The general program of the Icelandic Governmentfor increasing agricultural
productionin Iceland,principally that of animal products,includesthe following goals
for eachof the years1953 and 1954:

1. The seeding,fertilizing, fencingandcultivation of approximately3,500 hectares
of grassland.

* To the extentthat any part of the Loan is repayablein a currencyother than dollars (see
Loan Regulations,Section3.02),thefiguresin thesecolumns representdollarequivalentsdetermined
as for purposesof withdrawal.

Principal
Amount

Payment Outstanding
of After Each

Principal Payement
Date (expressedin (expressedin

PaymentDue dollars) * dollars) *

Mar. 1, 1958 . . . — $1,350,000
Sept. 1, 1958 . . . $26,000 1,324,000
Mar. 1, 1959 . . . 26,000 1,298,000
Sept. 1, 1959 . .

Mar. 1, 1960. .

. 27,000

. 28,000
1,271,000
1,243,000

Sept. 1, 1960 . . . 28,000 1,215,000
Mar. 1, 1961 . . . 29,000 1,186,000
Sept. 1, 1961 . . . 30,000 1,156,000
Mar. 1, 1962 . . . 31,000 1,125,000
Sept. 1, 1962 . . . 31,000 1,094,000
Mar. 1, 1963 . . . 32,000 1,062,000
Sept. 1, 1963 . . . 32,000 1,030,000
Mar. 1, 1964 . .

Sept. 1, 1964 . .

Mar. 1, 1965 . .

. 34,000

. 35,000

. 35,000

996,000
961,000
926,000

Sept. 1, 1965 . .

Mar. 1, 1966 . .

. 36,000

. 37,000
890,000
853,000

Sept. 1, 1966 . . . 38,000 815,000

Principal
Amount

Payment
of

Outstanding
After Each

Date
PaymentDue

Principal
(expressedin
dollars)*

Payment
(expressedin

dollars)*

Mar. 1, 1967 . . 39,000 776,000
Sept. 1, 1967 . . . 40,000 736,000
Mar. 1, 1968 . . . 41,000 695,000
Sept.1, 1968 . . . 42,000 653,000
Mar. 1, 1969 . . . 43,000 610,000
Sept. 1, 1969 . . . 44,000 566,000
Mar. 1, 1970 . . . 45,000 521,000
Sept,1, 1970 . . . 46,000 475,000
Mar. 1, 1971 . . . 48,000 427,000
Sept.1, 1971 . . . 49,000 378,000
Mar. 1, 1972 . . . 50,000 328,000
Sept.1, 1972 . . . 51,000 277,000
Mar. 1, 1973 . . . 53,000 224,000
Sept.1, 1973 . . . 54,000 170,000
Mar. 1, 1974 . . . 55,000 115,000
Sept. 1, 1974 . . . 57,000 58,000
Mar. 1, 1975 . . . 58,000 ——-—-—

Premium

1 o~
/0

Il/ 0
14,0

2 ~
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2. The increasedmechanizationof agriculture, throughimportation of equipment
such as plows, harrows, mowing machinesand other implements.

3. Theconstructionof farmstructures(with provisionfor fodderstorageandmanure
pits) to houseapproximately1,000 cattleand 20,000sheep.

4. The building of approximately150 farm houseswith an aggregatecapacityof
about35,000cubic meters.

The Projectis thatportion of theprogramto becarriedout during thesecondhalf
of 1953 and during 1954.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 41

For purposesof this Agreement,Loan RegulationsNo. 4 of the Bank, datedOc-
tober IS, 1952, shall bedeemedto bemodified as follows

(a) Section3.04 shall read, “The commitmentchargeshall be payablein pounds
sterling.”

(b) Paragraph13 of Section 10.01 shall readasfollows:

13. The term ‘ goods’ meansequipment, supplies and servicesof types
whicharerequiredfor theProject. Whereverreferenceis madeto thecost of
any goods, such cost shall be deemedto include the cost of importing such
goodsinto the territoriesof the Guarantor.”

(c) A new paragraph21 shall be addedto Section 10.01, as follows:

“21. The term ‘pounds sterling’ meanspounds sterling in currency of the
United Kingdom of GreatBritain arid NorthernIreland.”

‘See p. 282 of this volume.
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