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No. 2072. GUARANTEE AGREEMENT’ (RIO ELQUI PRO-
JECT) BETWEEN THE REPUBLIC OF CHILE AND
THE INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT. SIGNED AT WASHINGTON,
ON 10 OCTOBER 1951

AGREEMENT, dated October 10, 1951, betweenTHE REPUBLIC OF
CHILE (hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RE-

CONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS by an agreementof evendateherewithbetweenthe Bank and
Corporaciónde Fomentode la Producción(hereinaftercalled the Borrower),
which agreementand the Schedulestherein referredto are hereinaftercalled
the Loan Agreement,2the Bank has agreedto maketo the Borrower a loan
in the aggregateprincipal amount of one million three hundred thousand
dollars ($1,300,000),or the equivalent in other currencies,on the terms and
conditions set forth in the Loan Agreement,but only on condition that the
Guarantoragreesto guaranteesuch Loan and the obligationsof the Borrower
in respectthereof; and

WHEREAS the Guarantor, in considerationof the Bank’s enteringinto the
Loan Agreementwith the Borrower, has agreedto guaranteesuch Loan and
the obligationsof the Borrower in respectthereof;

Now THEREFORE the partiesheretohereby agree as follows

Article I

Section1.01. The parties to this Agreement accept all the provisions
of Loan RegulationsNo. 42 of the Bank, datedDecember6, 1950, subject to
the modifications3thereofcontainedin the Loan Agreement(such Loan Regu-
lations No. 4 as so modified being hereinaftercalled the Loan Regulations),
a copy of which has been furnished to the Guarantor,with the sameforce
and effect as if they were fully set forth herein.

‘Came into force on 15 February 1952 upon notification by the Bank to the Government
of Chile.

2 Seep. 376 of this volume.

‘See p. 388 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 GuaranteeAgreementcontained,the Guarantor
herebyunconditionallyguarantees,asprimary obligor andnot assurety merely,
the dueandpunctualpaymentof the principal of, andthe interest,commitment
chargeand service charge, if any, on the Loan, the principal of, and interest
on the Bonds, the premium, if any, on the prepaymentof the Loan or the re-
demptionof the Bonds, andthe punctualperformanceof all the covenantsand
agreementsof the Borrower, all as set forth in the Loan Agreementand in the
Bonds.

Article III

Section 3.01. The Guarantorand the Bank will co-operateto the fullest
possible extentin order to assurethat the purposesof the Loan shall be ac-
complished. To that endeachof them shall from time to time furnish to the
other all such information as it shall reasonablyrequestwith regard to the
generalstatusof the Loan. The Guarantorand the Bank will from time to
time and as often as the circumstancesshall require exchangeviews through
their accreditedrepresentativeswith regardto mattersrelating to the purposes
of the Loan and the maintenanceof the service thereof, and the Guarantor
will afford all reasonableopportunity for accredited representativesof the
Bank to visit freely any part of the territoriesof the Guarantorfor purposes
related to the Loan.

Section 3.02. It is the mutual intention of the Guarantorand the Bank
that no otherexternaldebt 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 Guarantoror any of its political subdivisionsor any of its agencies
or any agencyof any of its political subdivisions,as security for any external
debt, such lien shall ipsofacto equally and ratably securethe paymentof the
principal of, and interestand otherchargeson, the Loan andthe Bonds, and
that in the creation of any such lien expressprovision shall be made to that
effect. However is Section shall not apply to: (i) any lien createdon prop-
erty, at the time of purchasethereof, solely as security for the payment of
the purchasepriceof suchproperty; (ii) any lien on commercialgoodsto secure
debt maturingby its termsnot morethanoneyearafter the dateon which it is
incurred andto be paid out of the proceedsof saleof such commercialgoods.

Section 3.03. The principal of, and interest and other chargeson, the
Loan and the Bonds, shall be paid without deductionfor and free from any
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taxes imposedby the Guarantor or any taxing authority thereof or therein
andfree from all restrictionsof the Guarantoror anyof its political subdivisions
or any agency of the Guarantor or of any such political subdivision. The
foregoingprovision of this Section shall not apply to taxeson paymentsunder
any Bond to aholderthereofotherthan the BankwhensuchBondis beneficially
owned by an individual or corporateresidentof the Guarantor. The Loan
Agreement,GuaranteeAgreementand the Bonds shall be free of any issue,
stampor other tax imposedby the Guarantoror any taxing authority thereof
or therein.

Section 3.04. The Guarantorcovenantsthat it will not take or permit
any of its political subdivisions or agenciesto take any action which would
prevent or interferewith the performanceby the Borrower of any of the cov-
enants,agreementsandobligations of the Borrower in the Loan Agreement
or the Loan Regulationscontained,andwill take or causeto be takenall rea-
sonableaction which shall be necessaryin order to enable the Borrower to
perform such covenants,agreementsor obligations.

Article IV

Section 4.01. The Guarantorshall endorse,in accordancewith the pro-
visions of the Loan Regulations, its guaranteeon the Bonds to be execute&
and delivered by the Borrower. The Minister of Financeof the Guarantor
and such personor personsas he shall designatein writing are designated
as the authorizedrepresentativesof the Guarantorfor the purposesof Section
6.12 (b) of the Loan Regulations.

Article V

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

(a) For the Guarantor:The Republic of Chile, do Corporaciónde Fo—
mento de la Producción,37 Wall Street,New York, New York, United States
of America.

(b) For the Bank: International Bank for Reconstructionand Develop-
ment, 1818 H Street, N.W., Washington 25, District of Columbia, United
Statesof America.

Section 5.02. The Minister of Financeof the Guarantorin office at the
time in questionis designatedfor the purposesof Section 8.03 of the Loan
Regulations.
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IN WITNESS WHEREOF, the parties hereto, acting through their represen-
tatives thereunto duly authorized,havecausedthis GuaranteeAgreement to
be signed in their respectivenamesand delivered in the District of Columbia,
United Statesof America, as of the day and year first above written.

The Republic of Chile:

By F. NIETO DEL Rio
AuthorizedRepresentative

International Bank for Reconstructionand Development:

By EugeneR. BLACK
President

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 6 DECEMBER 1950

REGULATIONS APPLICABLE TO Lo~u~sM~E BY THE BANK TO Bonaow~nsOTHER THAN

MEMBER GOVERNMENTS

[Not published herein. Seep. 222 of this volume.J

LOAN AGREEMENT

(Rio ELQUI PROJECT)

AGREEMENT, dated October 10, 1951, between INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bank) and CoRPoaAcIóN
DE FOMENTO DE LA PRODUCCIóN(hereinafter called the Borrower).

Article I

LOAN REGULATIONS

Section1.01. The partiesto this Loan Agreement acceptall the provisions of
LoanRegulationsNo.4’ of theBank,datedDecember6, 1950,asmodifiedby Schedule32

to this Loan Agreement(suchLoan RegulationsNo. 4 as so modifiedbeing hereinafter
calledthe Loan Regulations),with the sameforce and effect as if they were fully set
forth herein.

‘See above.
‘See p. 388 of this volume.
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Article II

THE LOAN

Section2.01. TheBankagreesto lendto theBorrower,on thetermsandconditions
hereinafterin this Loan Agreementsetforth or referredto, thesumof onemillion three
hundredthousanddollars ($1,300,000),or the equivalent thereof in currenciesother
than dollars.

Section2.02. The Bank shall open a Loan Account on its books in thenameof
theBorrower andshall credit to suchAccount theamount of the Loan. The amount
of the Loan may be withdrawn from theLoan Account as provided in, andsubjectto
the rights of cancellationandsuspensionsetforth in, theLoan Regulations. Notwith-
standinganything to the contrary containedin this Loan Agreement,unlessthe Bank
shall otherwiseagree

(i) The Borrowershall not be entitledto make withdrawalsfrom theLoan Account
in respectof goodsrequiredfor the carryingoutof PhaseI of theProjectunlesstechnical
expertsmutually satisfactoryto the Bank and the Borrowershall be retainedto aid in
carryingout PhaseI of theProject and(ii) the Borrower shall not be entitled to make
withdrawalsfrom the Loan Account in respectof goodsrequiredfor the carryingout
of PhaseII of theProjectuntil PhaseI of theProjectshall haveprogressedsufficiently
to enabletheBorrower to presentto theBank evidencesatisfactoryto the Bankof the
existenceof a supply of groundwaterin the RIo Elqui Valley sufficient to justify pro-
ceedingwith PhaseII of theProject, andtheBank shall havenotified theBorrowerthat
suchevidenceis satisfactory.

Section 2.03. The Borrower shall pay to the Bank a commitmentchargeat the
rate of three-quartersof oneper cent (3/4 of 1%) per annumon theprincipal amountof
the Loan not sowithdrawn from timeto time.

Section2.04. The Borrowershall pay interestatthe rate of four andthree-eighths
per centum(43/~%)per annum on theprincipal amountof theLoan so withdrawn and
outstandingfrom time to time.

Section 2.05. Interestandcommitmentchargeshall be payablesemi-annuallyon
April 1 andOctober1 in eachyear.

Section2.06. The Borrower shall repay the principal of the Loan in accordance
with the amortizationscheduleset forth in Schedule1’ to this Loan Agreement.

Article III

USE OF PROCEEDSOF THE LOAN

Section 3.01. The Borrower shall causethe proceedsof the Loan to be applied
exclusivelyto thecostof goodswhich will be requiredfor thecarryingout of theProject
asdescribedin Schedule22 to this Loan Agreement. The specificgoodsto bepurchased

‘Seep. 386 of this volume.
‘See p. 388 of this volume.
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outof theproceedsof the Loan shallbedeterminedby agreementbetweenthe Borrower
and theBank,and thelist of suchgoodsmaybe modified from timeto timeby agreement
betweenthem.

Section3.02. The Borrower shall deliver or causeto be delivered to Dirección
GeneraldeObrasPüblicas(hereinaftercalledDOP)all goodspurchasedwith the proceeds
of the Loan. The Borrowershall causeall goodspurchasedin whole or in part with
the proceedsof the Loan to be used in the territoriesof the Guarantorexclusively in
the carrying out of the Project; providedthat after the usecontemplatedfor the goods
in PhaseI of theProjectshallhavebeencompleted,suchgoodsshall,totheextentpossible~
beutilized for similarsurveysandtestsin otherpartsof theterritoriesof the Guarantor.

Article IV

BONDS

Section 4.01. The Borrower shall executeand deliver Bonds representingthe

principal amountof the Loan as providedin the Loan Regulations.

Section 4.02. The ExecutiveVice Presidentof the Borrower and suchpersonor
personsas he shallappoint in writing aredesignatedas authorizedrepresentativesof the
Borrower for the purposesof Section6.12 (a) of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shallcausetheProjectto be carriedout andcom-
pletedwith duediligence andefficiency.

(b) The Borrower shall maintainor causeto be maintainedrecordsshowingthe
usemadeof thegoodsandtheprogressof theProject(includingthecost thereof) andto
reflect the financial condition of theBorrower andof theProjectandtheoperationsand
transactionsof theBorrowerandof DOP in connectionwith the Project; shall enable
the Bank’s representativesto examinetheProject, the goods and any relevantrecords
and documents;and shall furnishto the Bank all suchinformation asthe Bank shall
reasonablyrequestconcerningthegoods,theProject, the financial conditionandopera-
tions of the Borrowerand the transactionsof the Borrower and DOP in connection
with the Project.

(c) The Borrower shall causethe operationsandtransactionsof the Borrower and
of DOP in respectof the Projectto be administeredand accountedfor separatelyfrom
otheractivities of the Borrower and of DOP.

(d) The Borrower shall make arrangementssatisfactory to the Bank with DO?
for the carryingoutof theProject,includingassurancesto enablethe Borrowerto carry
out the covenantscontainedin this Section5.01 of this Agreement.
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Section5.02. (a) The Bank and the Borrower shall cooperatefully to assurethat
thepurposesof theLoan shallbe accomplished. To thatend, eachof themshall furnish
to theotherall suchinformation as it shall reasonablyrequestwith regardto thegeneral
status of the Loan. The Borrower and the Bank shall from time to time exchange
views through their representativeswith regardto mattersrelating to the purposesof
the Loan andthemaintenanceof theservicethereof; andtheBorrower shall promptly
inform theBank of anycondition that shall interferewith, or threatento interferewith,
the accomplishmentof the purposesof the Loan or the maintenanceof the service
thereof.

(b) If theBorrowershall proposeto incur anysubstantialexternaldebt,theBorrower
will inform theBank of theproposaland, beforetaking theproposedaction, will afford
theBankall opportunitywhich is reasonablypracticablein thecircumstancesto exchange
views with the Borrower with respectthereto; provided, however, that the foregoing
provisionsshall not applyto: (i) theincurringof additionalexternaldebtthroughutiliza-
tion, in accordancewith the termsof any credit e3tablishedprior to the dateof this
Agreement,of any unusedamountsavailable undersuch credit; or (ii) the incurring
by the Borrower in theordinarycourseof its businessof debt maturingby its termsnot
more thanoneyear after thedateon which it is incurred.

Section 5.03. It is the mutual intention of the Borrower and the Bank that no
other externaldebtshall enjoyany priority overthe Loan by way of a lien on assetsof
the Borrower. To that end, the Borrower undertakesthat, except as the Bank shall
otherwiseagree,if any lien shall be createdon any assetsof the Borrower assecurity
for any externaldebt, such lien will ipsofacto equallyand ratably securethe payment
of theprincipal of, and interestandotherchargeson, theLoanand theBonds,andthat
in thecreationof any suchlien expressprovision shall bemadeto that effect, provided,
however,that theforegoingprovisionsof this Sectionshallnot applyto: (i) anylien created
on property, at the time of purchasethereof, solely as security for the paymentof the
purchaseprice of such property; (ii) any lien on commercialgoodsto securea debt
maturingnot morethanoneyearafter its incurrenceandto be paid out of theproceeds
of saleof suchcommercialgoods; or (iii) any lien createdin theordinary courseof the
Borrower’sbusinessto securea debtmaturingnot morethanoneyearafter its incurrence.

Section 5.04. The Borrower shall pay or causeto be paid any and all taxesthat
shall be imposedupon this Agreement,the Bondsor the GuaranteeAgreementor the
executionor delivery thereof,or the registrationthereofwith any agencyor official of
theGuarantor,or thepaymentof principal, interestor otherchargesthereunder. Such
principal, interest andother chargesshall be paid without deductionfor and free from
any taxesimposedby the Guarantoror any taxing authority thereofor therein. The
foregoingprovisionsof this Sectionshall not applyto taxeson paymentsunderany Bond
to a holder thereofother than the Bank when such Bond is beneficially ownedby an
individual or corporateresidentof the Guarantor.
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Section5.05. The Borrower shall satisfy the Bank that adequatearrangements
havebeenmadeto insurethegoodsfinancedwith theproceedsof theLoan againstrisks
incidentto their purchaseand importationinto the territoriesof the Guarantor.

Section 5.06. If at any time it appearsthat completion of the Project may be
delayedbecausesufficientfunds in currencyof the Guarantorarenotavailableto DOP,
the Borrower shall make available to DOP, promptly and upon reasonableterms, the
necessaryamountsin currency of the Guarantorto enable DOP to proceedwith the
Project without delay.

Article VI
REMEDIES OF THE BANK

Section 6.01. If anyeventspecifiedin paragraph(a)or paragraph(b) of Section5.02
of the Loan Regulationsshall occurand shall continuefor a period of thirty days or
if anyeventspecifiedin paragraph(c) of Section5.02 of theLoan Regulationsshalloccur
andshall continuefor a periodof sixty days after noticethereofshall havebeengiven
by theBankto theBorrower,thenat anysubsequenttime duringthecontinuancethereof
theBank, at its option, maydeclaretheprincipal of theLoan andof all theBonds then
outstandingto be dueand payableimmediately, andupon any such declarationsuch
principal shall becomedue andpayableimmediately,anything in this LoanAgreement
or in the Bonds to the contrarynotwithstanding.

Section 6.02. The following is specified as an additional event for the purposes
of Section5.02 of the Loan Regulations:Any conditionshall existwhich shall give the
Bank reasonablecauseto believe(i) that theProject is unsoundor not feasible,or (ii) that
the amount of currencyof the Guarantorrequired for carrying out the Project will
notbe available,and the Borrower, afterhaving beenaccordeda reasonableopportunity
for consultationwith theBank, is unableto showthat it canprovide, promptly andupon
reasonableterms, the currencyof the Guarantorrequired.

Article VII
EFFECTIVE DATE; TERMINATION

Section 7.01. Thefollowing isspecifiedasanadditionalconditiontotheeffectiveness
of this Agreementwithin the meaningof Section 9.01 (c) of the Loan Regulations:the
Borrower shall have madethe arrangementswith DOP provided for in Section 5.01
of this Agreement.

Section 7.02. A date 90 days after the date of this Loan Agreement is hereby

specified for the purposesof Section 9.04 of the Loan Regulations.

Article VIII
MISCELLANEOUS

Section8.01. The Closing Date shall be December31, 1954.
Section8.02. Thefollowing addressesarespecifiedfor the purposesof Section8.01

of the Loan Regulations:
For the Bank: InternationalBank for Reconstructionand Development, 1818 1-1

Street,N. W., Washington25, D. C., United Statesof America.

No. 2072



386 United Nations — Treaty Series 1953

For the Borrower: Corporaciónde Fomentode Ia Produccidn,37 Wall Street,
New York, New York, United Statesof America.

IN WITNESS WHEREOF, the partieshereto,acting throughtheir representativesthere-
untoduly authorized,havecausedthis Agreementto be signedin their respectivenames
anddelivered in the District of Columbia,United Statesof America,as of the day and
yearfirst abovewritten.

InternationalBank for ReconstructionandDevelopment:
By EugeneR. BLACK

President

Corporacionde Fomentode la Produccidn:
By J. SCHNEIDER

AuthorizedRepresentative

SCHEDULE I

AMORTIZATION SCHEDULE

Principal Principal
Amount Amount

Outstanding Outstanding
Date Paymentof After Each Date Paymentof After Each

PaymentDue Principal Payment PaymentDue Principal Payment

April 1, 1955 . . . . $80,000 $1,220,000 October1, 1958 . . $ 94,000 $606,000
October1, 1955 . . 82,000 1,138,000 April 1, 1959 . . . . 96,000 510,000
April 1, 1956 . . . . 84,000 1,054,000 October1, 1959 . . 98,000 412,000
October1, 1956 . . 86,000 968,000 April 1, 1960 . . . . 100,000 312,000
April 1, 1957 . . . . 88,000 880,000 October1, 1960 . . 102,000 210,000
October1, 1957 . . 89,000 791,000 April 1, 1961 . . . . 104,000 106,000
April 1, 1958 . . . . 91,000 700,000 October 1, 1961 . . 106,000 ——

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specifiedas the premiumspayableon repaymentin
advanceof maturityof any partof the principal amountof the Loan pursuantto Sec-
tion 2.05 (b) of the Loan Regulationsor on the redemptionof any Bond prior to its
maturitypursuantto Section6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premium

Not morethan 1 yearbeforematurity
More than 1 yearandnot morethan 3 yearsbeforematurity 3/4%

More than3 yearsandnotmore than5 yearsbeforematurity 1%
More than5 yearsandnot more than7 years beforematurity 11/2%
Morethan7 yearsbeforematurity 2%
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SCHEDULE 2

DESCRIPTION OF THE PROJECT

PhaseI

PhaseI of theProjectwill consistof surveysand testsfor the purposeof obtaining
a reasonablyaccurateestimateof the amountof waterwhich may bewithdrawnfrom the
~a1luviumof the Rio Elqui Valley for irrigation. The work will consistof:

(a) A geophysicalsurveyto determineby crosssectionsthe sizeand shape
of rock valley which underliesthe alluvium in the Rio Elqui Valley so that the
volume of the water bearingstratamay be determined.

(b) The drilling of approximately 10 wells in the lower aquifer averaging
about250feetin deptheachandapproximately6 wells in theupperaquiferaveraging
about100 feetdeptheach,all of whichwill betestpumpedfor thepurposeof deter-
mining the rate at which water can be withdrawn from each aquifer at different
placesin theValley, and thedrilling in thevicinity of thetestwells of approximately
30 observationwells (whichwill not be pumped)averagingabout200 feet in depth
each.

(c) Teststo determinethe rate at which undergroundwater flowsdownstream
in both theupperand lower aquifers.

PhaseII

PhaseII of the Project will consistof the installationand placing into operation
of permanentelectricallydriven pumping equipmenton the wells which in PhaseI are
found to producequantitiesof wateradequatefor economicalpumpingand the installa-
tion of the necessarygeneratingand transmissionequipmentfor the operationof the
permanentpumpingequipment.

SCHEDULE 3

MODIFICATION OF LOAN REGULATIONS No. 41

For thepurposesof the LoanAgreementandthe GuaranteeAgreement,the second
sentenceof Section2.02 of Loan RegulationsNo. 4 of the Bank, dated December6,
1950, shallbe deemedto read as follows:

“Such commitment chargeshall accrue from the Effective Date or from De-
cember 10, 1951, whichevershall be the earlier, or from such other date as may be
agreeduponbetweentheBankandtheBorrower,to therespectivedateson which amounts
shall be withdrawnby the Borrower from the Loan Accountas provided in Article IV
or shall be cancelledpursuantto Article V.”

1 Seep. 376 of this volume.
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