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No. 2522. GUARANTEE AGREEMENT’ (GRAIN STORAGE
PROJECT) BETWEEN THE REPUBLIC OF PANAMA
AND THE INTERNATIONAL BANK FORRECONSTRUC..
TION AND DEVELOPMENT. SIGNED AT WASHING-
TON, ON 25 SEPTEMBER 1953

AGREEMENT, datedSeptember25, 1953, betweenREPUBLIC OF PANAMA

(hereinaftercalledthe Guarantor)and INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT (hereinaftercalledthe Bank).

WHEREAS Institutode FomentoEconómico(hereinaftercalledthe Borrower)
wasorganizedfor the purposeof promotingthe developmentof the economyof
the Republicof Panama;and

WHEREAS the Borrower and the Guarantorhavesubmitted to the Bank a
projectfor the developmentof agriculturein the Republicof Panamathrough
establishmentandoperationof a grain drying and storageplant, and the Bank
hasagreedto assistin the financingof suchproject;and

WHEREASit is the commondesireof the Borrower,the Republicof Panama
and the Bank that thefunds andoperationsof the Borrowerin connectionwith
suchprojectbekept separateand distinct from the otherfunds andoperationsof
the Borrower; and

WHEREAS by an agreementof evendateherewithbetweenthe Bank andthe
Borrower,which agreementandthe schedulesthereinreferredto are hereinafter
called the Loan Agreement,2the Bank has agreedto maketo the Borrower a
loan in various currenciesin an aggregateprincipal amount equivalentto two
hundredandninety thousanddollars ($ 290,000), on the terms andconditions
setforth in the Loan Agreement,but only on condition that the Guarantoragree
to guaranteethe paymentof the principal of, and interestandotherchargeson
suchloanandthe Gbligationsof the Borrower in respectthereof;and

WHEREAS the Guarantor, in considerationof the Bank’s enteringinto the
Loan Agreementwith the Borrower,hasagreedto guaranteethe paymentof the
px~incipalof, and interest and other chargeson such loan and the obligations
of the Borrowerin respectthereof;

Now THEREFORE,the partiesheretoherebyagreeas follows :

1 Came into force on 20 February 1954, upon notification by the Bacik to the Government
of Panama.

Seep. 104 of this volume.
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Article I

Section1.01. The parties to this GuaranteeAgreementaccept all the
provisions of Loan RegulationsNo. 41 of the Bank dated October 15, 1952
(hereinaftercalled the Loan Regulations),with the sameforce and effect as if
they werefully setforth herein.

Section1.02. Wherever used in this Guarantee Agreement the term
Agency “ shall meanany agencyor instrumentalityof the Guarantoror of

any political subdivision of the Guarantorandshall include any institution or
organizationwhich is ownedor controlleddirectlyor indirectly by the Guarantor
or by any political subdivision of the Guarantoror the operationsof which are
conductedprimarily in the interest of or for account of the Guarantoror any
political subdivisionof the Guarantor.

Article II
Section2.01. Without limitation or restriction upon any of the other

covenantson its part in this Agreementcontained,the Guarantorherebyuncon-
ditionally guarantees,asprimary obligor and not as suretymerely, the due and
punctualpaymentof the principal of, and the interestand other chargeson,
the Loan, the principal of and intereston the Bonds, the premium, if any, on
the prepaymentof the Loan or the redemptionof the Bonds, and the punctual
performanceof all the covenantsand agreementsof the Borrower, all assetforth
in the Loan Agreementandin the Bonds.

Section 2.02. Without limitation or restriction upon the provisions of
Section2.01 of this Agreement,the Guarantorspecificallyundertakes

(a) wheneverthereis reasonablecauseto believethat the funds available
to the Borrower will be inadequateto meetthe estimatedexpendituresrequired
for carrying out the Project, or

(b) wheneverthere is reasonablecauseto believe that lack of funds to
serviceany of its obligationsmay impair the Borrower’s ability to carry out its
obligationsunderthe Loan Agreement,

to makearrangements,satisfactoryto the Bank,promptlyto providetheBorrower
orcausethe Borrowerto beprovidedwithsuchfunds asareneeded.

Article III

Section3.01. (a) It is the mutual intention of the Guarantor and the
Bank that no otherexternaldebtshallenjoy any priority overthe Loan by way

1 See p. 116 of this volume.
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of a lien on governmentalassets. To that end, the Guarantorundertakesthat,
exceptastheBankshallotherwiseagree,if anylien shallbecreatedon any assets
of the Guarantoras security for any external debt, such lien will ipso facto
equally and ratably securethe paymentof the principal of, and interest and
otherchargeson, the Loan andthe Bonds, andthat in the creationof any such
lien expressprovision will be madeto that effect; provided, however,that the
foregoingprovisionsof this Section shallnot apply to : (i) any lien createdon
property,at thetime of purchasethereof,solelyassecurityfor thepaymentof the
purchaseprice of suchproperty;(ii) any lien on commercialgoodsto securea
debt maturingnot more than one year after the dateon which it is originally
incurredandto bepaidout of the proceedsof saleof suchcommercialgoods;or
(iii) any lien arising in the ordinarycourseof banking transactionsto securea
debt maturing not more than oneyear after the dateon which it is originally
incurred.

(b) The term “ assetsof the Guarantor“ asusedin this Sectionmeansthe
assetsof the Guarantoror of any of its political subdivisionsor of any Agency.

Section 3.02. (a) The Guarantorand the Bank shall cooperatefully to
assurethat the purposesof the Loan will be accomplished. To that end,each
of them shall furnish to the other all such information as it shall reasonably
requestwith regardto the generalstatusof the Loan. On the part of the Guar-
antor, suchinformation shall include information with respectto financial and
economicconditions in the territories of the Guarantorand the international
balanceof paymentspositionof the Guarantor.

(b) The Guarantorand the Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto the purposesof
the Loan and the maintenanceof the service thereof. The Guarantor shall
promptlyinform the Bankof any conditionwhich interfereswith, or threatensto
interferewith, the accomplishmentof the purposesof the Loan or the mainte-
nance of the service thereof.

(c) The Guarantorshall afford all reasonableopportunity for accredited
representativesof the Bankto visit any partof theterritoriesof the Guarantorfor
purposesrelatedto the Loan.

Section 3.03. The principal of, and interestand other chargeson, the
Loan and the Bonds shall be paid without deductionfor, and free from, any
taxesor fees imposedunder the laws of the Guarantoror laws in effect in its
territories;provided, however,that the provisionsof this Sectionshallnotapply
to taxationof, or feesupon,paymentsunderany Bond to a holderthereofother
thanthe BankwhensuchBondis beneficiallyownedby anindividual or corporate
residentof the Guarantor.

No.2522
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Section 3.04. This Agreement,the Loan Agreementand the Bonds shall
be free from anytaxesor feesthat shallbe imposedunderthe laws of the Guar-
antoror laws in effect in its territorieson or in connectionwith the execution,
issue,deliveryor registrationthereof.

Section 3.05. The principal of, and interestand other chargeson, the
Loan and the Bonds shallbe paid free from all restrictions imposedunder the
laws of the Guarantoror laws in effect in its territories.

Article IV

Section 4.01. The Guarantorshallendorse,in accordancewith the provi-
sions of the Loan Regulations,its guaranteeon the Bondsto be executedand
deliveredby the Borrower. TheMinister of FinanceandTreasury(Ministro de
Hacienday Tesoro) of the Guarantorand such personor personsas he shall
designatein writing are designatedastheauthorizedrepresentativesof the Guar-
antor for the purposesof Section6.12(b) of the Loan Regulations.

Article V

Section 5.01. The following addressesare specified for the purposesof
Section8.01 of the Loan Regulations

For the Guarantor: Gobierno de Panama, Ministerio de Hacienda y
Tesoro,Panama,Rep~blicadePanama.

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

Section 5.02. TheMinisterof FinanceandTreasury(Ministro deHacienda
y Tesoro)of the Guarantoris designatedfor the purposesof Section8.03 of the
Loan Regulations.

IN WITNESSWHEREOF,thepartieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis GuaranteeAgreementto be signed
in their respectivenamesand delivered in the District of Columbia, United
Statesof America,asof the day andyearfirst abovewritten.

Republic of Panama
By R. M. HUERTEMATTE

Ambassadorof Panama

InternationalBankfor ReconstructionandDevelopment
By EugeneR. BLACK

President

No. 2522
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LOAN AGREEMENT

(GRAIN STORAGE PROJECT)

AGREEMENT, dated September25, 1953, between INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bank) and INSTITUTO DE
FOMENTO EcoNóMlco (hereinaftercalledthe Borrower).

WHEREAStheBorrowerwas organizedfor thepurposeof promotingthe development
of the economyof the Republicof Panama;and

WHEREAS the Borrower and the Republic of Panamahavesubmittedto the Bank
a projectfor the developmentof agriculturein the Republicof Panamathroughestablish-
ment and operationof a grain drying and storageplant, and the Bank has agreedto
assistin the financingof suchproject; and

WHEREAS it is the commondesireof theBorrower, the Republicof Panamaand the
Bank that the funds andoperationsof the Borrower in connectionwith such project
be kept separateand distinct from the otherfunds andoperationsof the Borrower;

Now THEREFORE,the partiesheretoagreeas follows

Article I

Lo~u.~REGULATIONS

Section1.01. The parties to this Loan Agreementacceptall the provisions of
Loan RegulationsNo. 4’ of the Bank dated October 15, 1952 (hereinaftercalledthe
Loan Regulations),with the sameforce andeffect as if theywere fully set forth herein.

Article II

THE LOAN

Section2.01. TheBankagreesto lendto theBorrower,on thetermsandconditions
in this Agreementset forth or referredto, an amountin various currenciesequivalent
to two hundredandninety thousanddollars ($290,000).

Section2.02. The Bank shall opena Loan Account on its books in the nameof
the Borrower and shall credit to suchAccount the amountof the Loan. The amount
of the Loan may be withdrawn from the Loan Account as provided in, and subject
to the rights of cancellationandsuspensionset forth in, the Loan Regulations.

Section2.03. The Borrower shall pay to the Bank a commitment chargeat the
rateof three-fourthsof onepercent ( ~ of 1%)perannum on the principal amountof
the Loan not so withdrawnfrom time to time.

The date specified for the purposesof Section 2.02 of the Loan Regulationsis
November15, 1953 or the Effective Date,whichevershall be the earlier.

1 Seep. 116 of this volume.
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Section2.04. The Borrower shall pay interestat the rateof four andfive-eighths
percent(4S/~%)perannumon theprincipal amountof theLoan sowithdrawnandout-
standingfrom time to time.

Section2.05. ExceptastheBankandtheBorrowershallotherwiseagree,thecharge
payablefor specialcommitmentsenteredinto by the Bankat the requestof the Borrower
pursuantto Section4.02of the Loan Regulationsshallbe at the rateof one-halfof one
percent(1/2 of 1%)perannumon theprincipalamountof anysuchspecialcommitments
outstandingfrom time to time.

Section2.06. Interestandotherchargesshall bepayablesemi-annuallyon May 15
and November15 in eachyear.

Section2.07. The Borrower shall repaythe principal of the Loan in accordance
with the amortizationscheduleset forth in Schedule1’ to this Agreement.

Article III

USE OF PROCEEDSOF THE Lo~u.~

Section3.01. The Borrower shall apply the proceedsof the Loan exclusively to
financingthe costof goodsrequiredfor the plantdescribedin Schedule22 to this Agree-
ment. The specific goodsto be financed out of the proceedsof the Loan shall be
determinedby agreementbetweenthe Bank and the Borrower,subject to modification
by further agreementbetweenthem.

Section3.02. The Borrower shall causeall goodsfinancedout of the proceedsof
the Loanto be importedinto theterritoriesof the Guarantorand thereto be usedexclu-
sively in the carryingout of the Project.

Section3.03. All contractsenteredinto by the Borrower for the constructionof
the plant describedin Schedule2 to this Agreementor for the purchaseof machinery
and equipmentto be included therein shall be in form and substancesatisfactoryto
the Bank.

Article IV

BoNDs

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

principal amountof the Loan as providedin the Loan Regulations.

Section4.02. The GeneralManager(GerenteGeneral) of the Borrower andsuch
personorpersonsasheshallappointinwritingaredesignatedasauthorizedrepresentatives
of the Borrowerfor the purposesof Section6.12 (a) of the Loan Regulations.

‘Seep. 114 of this volume.2Seep. 116 of this volume.
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Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall carry out theProjectwith duediligenceand

efficiency andin conformity with soundengineering,financial andbusinesspractices.

(b) The Borrower shall furnish to the Bank, promptly upontheir preparation,the
plans andspecificationsfor theplant describedin Schedule2 to this Agreementandany
material modificationssubsequentlymadetherein.

(c) The Borrower shall maintain recordsadequateto identify the goodsfinanced
out of the proceedsof the Loan, to disclosethe usethereofin theProject,to record the
progressof the Project(including the cost thereof) and to reflect in accordancewith
consistentlymaintainedsoundaccountingpracticesthefinancialconditionandoperations
of theBorrower;shall enabletheBank’srepresentativesto inspecttheProject,thegoods
andanyrelevantrecordsanddocuments;andshall furnishto theBankall suchinforma-
tion as the Bank sh~tllreasonablyrequestconcerningthe expenditureof the proceeds
of the Loan, theProject, thegoods,and the financial condition andoperationsof the
Borrower.

(d) The Borrower shall administer its operations in connection with the Project
separatelyfrom its other activitiesand shall keepseparateaccountsthereofwhich will
be madeavailableto the Bankpursuantto theprovisionsof paragraph(c) of this Section.

(e) ExceptastheBorrowerandtheBankshall otherwiseagree,all income,revenues
andreceiptsarising from theoperationsof theBorrower in connectionwith theProject
shall be segregatedfrom the other income,revenuesand receiptsof the Borrower gnd
shall beusedby theBorroweronly in connectionwith theProject. Paymentof principal
of, andinterestandother chargeson, theLoan and theBonds shall be deemedto be a
usein connectionwith theProject.

Section5.02. (a) The Bank and the Borrower shall cooperatefully to assure
that the purposesof the Loan will be accomplished. To that end, eachof them shall
furnish to theotherall suchinformation as it shall reasonablyrequestwith regardto the
generalstatusof the Loan.

(b) The Bank and the Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelatingto thepurposesof theLoan andthe
maintenanceof the service thereof. The Borrower shall promptly inform the Bank
of anyconditionwhich interfereswith, or threatensto interferewith, theaccomplishment
of thepurposesof theLoan or themaintenanceof theservice thereof.

Section5.03. The Borrower shall not, without the prior written approvalof the
Bank, incur,assumeor guaranteeanydebt,or substantiallymodify the termsof payment
of any existing debt incurred, assumedor guaranteedby it; provided, however, that
the foregoingprovisionsof this Sectionshallnot apply to the incurringby the Borrower
in the ordinary courseof its businessof any debtmaturingby its termsnot more,than
oneyearafter thedateon which it is originally incurred.

No. 2522
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Section5.04. The Borrower undertakesthat, except as the Bank shall otherwise
agree,if any lien shall becreatedon anyassetsof the Borroweras securityfor any debt,
suchlien will ipsofactoequally andratablysecurethepaymentof theprincipal of, and
interestandotherchargeson, the Loan andtheBonds, andthat in the creationof any
suchlien expressprovision will be madeto that effect; provided,however, that the fore-
going provisions of this Section shall not apply to: (i) any lien createdon property,
at the time of purchasethereof,solely as securityfor thepaymentof the purchaseprice
of such property;(ii) anylien on commercialgoods to secureadebtmaturingnot more
thanoneyear after thedateon which it is originally incurredandto be paid out of the
proceedsof saleof suchcommercialgoods;or (iii) anylien arising in theordinary course
of bankingtransactionsto securea debtmaturingnot more thanoneyearafter thedate
on which it is originally incurred.

Section5.05. Wheneverthereis reasonablecauseto believe

(a) that the fundsavailable to the Borrower will be inadequateto meetthe estimated
expendituresrequiredfor carryingout theProject,or

(b) that lack of fundsto serviceany of its obligationsmay impair theBorrower’sability
to carry out its obligations underthis Agreement,

the Borrower shall forthwith notify the Guarantorandthe Bank of such fact and of
its expectedrequirements.

Section5.06. The Borrowershall pay or causeto be paidall taxesor fees, if any,
imposedunderthe lawsof theGuarantoror lawsin effectin the territoriesof theGuaran-
toronor in connectionwith theexecution,issue,deliveryorregistrationof this Agreement,
theGuaranteeAgreementor the Bonds,or the paymentof principal, interest or other
chargesthereunder;provided, however, that the provisions of this Section shall not
apply to taxationof, or fees upon, paymentsunderany Bondto a holderthereofother
than the Bank when such Bond is beneficially owned by an individual or corporate
residentof theGuarantor.

Section5.07. The Borrower shall pay or causeto be paid all taxes and fees, if
any, imposedunderthe laws of the country or countriesin whosecurrencythe Loan
andtheBonds arepayableor lawsin effect in theterritoriesof suchcountry or countries
on or in connectionwith theexecution,issue,delivery or registrationof this Agreement,
theGuaranteeAgreementor theBonds.

Section5.08. Except as shall be otherwiseagreedbetweentheBank andtheBor-
rower, the Borrower shall insure or causeto be insured the goods financedwith the
proceedsof the Loan againstrisks incident to their purchaseand importation into the
territoriesof theGuarantor. Eachcontractof insuranceshall beonsuchtermsandshall
be for such amountsas shall be consistentwith sound commercialpracticeand shall
bepayablein dollarsor in thecurrencyin which thecostof thegoodsinsuredthereunder
shall be payable.
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Section5.09. The Borrowershall operateandmaintain the machinery,equipment
and propertyincludedin theProject,andfrom time to time makeall necessaryrenewals
and repairsthereof,all in accordancewith soundengineeringstandards.

Section5.10. The Borrower shall at all times be so organized,and have such
management,technicaland operatingstaff, andfollow such operatingpolicies as shall
be necessaryfor the diligent and efficient carrying out of theProject.

Article VI

REMEDIES OF THE BANK

Section6.01. (i) If any event specified in paragraph (a), paragraph(b), para-
graph (e) or paragraph(f) of Section5.02of the Loan Regulationsshall occurandshall
continuefor aperiodof thirty days,or (ii) if any eventspecifiedin paragraph(c) of Sec-
tion 5.02 of the Loan Regulationsshall occurand shall continuefor a period of sixty
days after noticethereof shall havebeengiven by the Bank to the Borrower, then at
anysubsequenttime duringthecontinuancethereof,theBank, at its option, may declare
the principal of theLoan andof all theBonds thenoutstandingto be due andpayable
immediately,andupon anysuchdeclarationsuchprincipalshall becomedueandpayable
immediately,anythingin this Agreementor in theBondsto thecontrarynotwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section7.01. The following eventsare specified as additional conditions to the
effectivenessof this Agreementwithin themeaningof Section9.01 (c) of theLoanRegula-
tions

(a) The Borrower and the Guarantor shall have made arrangementsmutually
satisfactoryto the Bank, the Borrower and theGuarantor,for the funding of past due
interest owed by the Borrower on Bonos del Banco de Urbanizacidny Rehabilitacidn,
SerieA;

(b) The Borrower shall havemadearrangementssatisfactoryto the Bank for the
provision of funds aggregating120,000balboasin currencyof the Guarantorfor con-
struction of theplant describedin Schedule2 to this Agreement.

Section7.02. Thefollowing is specifiedasan additionalmatterwithin themeaning
of Section 9.02 (b) of theLoan Regulations,to be included in the opinion or opinions
to befurnishedto theBank: Thatthearrangementsfor funding of thepastdueinterest
owedby theBorrower on Bonosdel Bancode Urbanizacidny Rehabilitacidn,SerieA are
valid andbinding in accordancewith their terms.

Section7.03. A dateninetydaysafterthedateof this Agreementis herebyspecified

for the purposesof Section9.04of the Loan Regulations.

No. 2522



114 United Nations — Treaty Series 1954

Article VIII

MISCELLANEOUS

Section8.01. The Closing Dateshall be June 30, 1955.

Section8.02. The following addressesarespecifiedfor thepurposesof Section8.01
of the Loan Regulations:

For theBorrower: Instituto de FomentoEconómico,Panama,RepüblicadePanama.

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
dayandyear first abovewritten.

InternationalBankfor ReconstructionandDevelopment:
By EugeneR. BLACK

President

Instituto de FomentoEconómico:
ByMario DE DIEGO

AuthorizedRepresentative

SCHEDULE 1

AMORTIZATION SCHEDULE

Principal Principal
Amount Amount

Outstanding Outstanding
Paymentof After Each Paymentof After Each
Principal Payment Principal Payment

Date (expressed (expressed Date (expressed (expressed
PaymentDue in dollars) * in dollars) * PaymentDue in dollars) * in dollars) ~

May 15, 1955 . . $290,000 November15, 1958 $24,000 $131,000
November15, 1955 $21,000 269,000 May 15, 1959 . . 25,000 106,000
May 15, 1956 . . 22,000 247,000 November15, 1959 26,000 80,000
November15, 1956 22,000 225,000 May 15, 1960 . . 26,000 54,000
May 15, 1957 . . 23,000 202,000 November15, 1960 27,000 27,000
November15, 1957 23,000 179,000 May 15, 1961 . . 27,000
May 15, 1958 . . 24,000 155,000

* To the extent that any part of theLoan is repayablein a currencyother than dollars (see
Loan Regulations,Section 3.02),the figures in thesecolumnsrepresentdollar equivalentsdeter-
mined asfor purposesof withdrawal.
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiums payableon repayment
in advanceof maturity of any part of the principal amountof the Loan pursuantt~
Section2.05 (b) of the Loan Regulationsor on theredemptionof any Bond prior to its
maturity pursuantto Section 6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premium

Not morethan 2 yearsbeforematurity
More than2 yearsbut not more than4 yearsbeforematurity . . 1%

More than4 yearsbut not morethan 6 yearsbeforematurity . . 1 %%

More than 6 yearsbeforematurity 2%

SCHEDULE 2

DESCRIPTION OF PROJECT

1. A grain drying andstorageplant with a staticcapacityof 4,000metric tons and
anannualhandlingcapacityof at least8,000metric tonswill be constructedandoperated
in PanamaCity. The plant will consistof 6 largeand2 smallsteelstoragesilos, aware-
housefor sackedgrain, alargecontinuousbatchdryer, acleanerandnecessaryelevators,
conveyors,scales,aeratorsandotheraccessoriesnecessaryfor theoperationof a modern
grain processingplant.

2. The Borrower will buy grainswhich, after beingcleaned,dried andfumigated
will bestoredandsold by theBorrower, The Borrower will carry out theseoperations
with theobjectiveof stimulatingproductionof grains, of stabilizing suppliesandprices
andat the sametime producinga reasonablereturn on the Borrower’s investmentin
theProject.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO BoREowERsOTHER THAN
MEMBER GOVERNMENTS

[Notpublishedherein. SeeUnitedNations,Treaty Series, Vol. 172,p. 124]
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