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No. 2831. GUARANTEE AGREEMENT~ (AGRICULTURAL
CREDIT PROJECT) BETWEEN THE REPUBLIC OF
PERU AND THE INTERNATIONAL BANK FOR RE-.
CONSTRUCTION AND DEVELOPMENT. SIGNED AT
WASHINGTON, ON 12 NOVEMBER 1954

AGREEMENT, dated November 12, 1954, between REPUBLIC OF PERU
(hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS by an agreementof evendateherewith betweenthe Bank and
Banco de Fomento Agropecuariodel Pen’i (hereinaftercalled the Borrower),
which agreementandthe schedulesthereinreferredto arehereinaftercalledthe
Loan Agreement,2the Bank hasagreedto maketo the Borrowera loan in various
currenciesin an aggregateprincipal amount equivalentto five million dollars
($5,000,000), on the termsandconditionsset forth in the Loan Agreement,but
only on condition that the Guarantoragreeto guaranteethe paymentof the
principal, interestand other chargeson such loan and the obligations of the
Borrower in respectthereof; and

WHEREAS the Guarantor, in considerationof the Bank’s enteringinto the
LoanAgreementwith the Borrower,hasagreedto guaranteethe paymentof the
principal, interestand other chargeson such loan and the obligationsof the
Borrower in respectthereof;

Now THEREFORE the partiesheretoherebyagreeas follows:

Article I

Section1.01. The parties to this GuaranteeAgreement accept all the
provisions of Loan RegulationsNo. 4 of the Bank datedOctober 15, 1952~,
subject,however, to the modifications thereof set forth in Schedule34 to the
Loan Agreement(saidLoan RegulationsNo. 4 as so modifiedbeing hereinafter
calledthe Loan Regulations),with the sameforceand effect asif they were fully
set forth herein.

Cameinto force on 10 February1955, upon notification by the Bank to the Government
of the Republicof Peru.

2
Seep. 294 of this volume.
Seep. 306 of this volume.

‘See p. 304 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 Guarantorherebyuncon-
ditionally 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 Loanor theredemptionof the Bonds,andthe punctual
performanceof all the covenantsand agreementsof the Borrower, all as set
forth in the Loan Agreementandin the Bonds.

Section2.02. Without limitation or restriction upon the provisions of
Section2.01 of this Agreement,the Guarantorspecifically undertakes,whenever
there is reasonablecauseto believe that the funds available to the Borrower
will be inadequateto meet the estimatedexpendituresrequired for carrying
out the Project, to make arrangements,satisfactoryto the Bank, promptly to
provide the Borrower or causethe Borrowerto be providedwith such funds as
areneededto meetsuch expenditures.

Article III

Section3.01. 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 Guarantor undertakesthat,
except as the Bank shall otherwiseagree, if any lien shall be createdon any
assetsof the Guarantoras securityfor any externaldebt, 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
suchlien expressprovisionwill be madeto that effect; provided, however,that
the foregoingprovisionsof this Section shallnot apply to: (i) any lien created
on property, at the time of purchasethereof,solely assecurity for the payment
of the purchaseprice of such property; (ii) any lien on commercialgoods to
securea debt maturing not more than one year after the dateon which it is
originally incurredandto bepaid outof theproceedsof saleof suchcommercial
goods;or (iii) any lien arising in the ordinary courseof banking transactions
andsecuringa debtmaturing not more thanone yearafter its date.

The term “assetsof the Guarantor”asusedin this Sectionincludesassets
of the Guarantoror of any of its political subdivisionsor of any agencyof the
Guarantoror of any such political subdivision, including the Banco Central
de Reservadel Peru.

Section3.02. (a) The Guarantor and 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
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requestwith regardto the general statusof the Loan. On the part of the
Guarantor,suchinformation shall include information with respectto financial
andeconomicconditionsin the territoriesof the Guarantorandthe international
balanceof paymentsposition of the Guarantor.

(b) The Guarantorand the Bank shall from time to time exchangeviews
through their representativeswith regard to matters relating 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 service thereof.

(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.

Section3.03. The principal of, and interest and other chargeson, the
Loan and the Bonds shall be paid without deductionfor, andfree from, any
taxesor fees imposedunder the laws of the Guarantoror laws in effect in its
territories;provided,however,that the provisionsof this Sectionshallnot apply
to taxationof, or feesupon, paymentsunderany Bond to a holder thereofother
thantheBankwhensuchBondisbeneficiallyownedby anindividual or corporate
residentof the Guarantor.

Section3.04. This Agreement,the Loan Agreementandthe Bondsshall
befree from anytaxesor feesthatshallbe imposedunderthelawsof the Guaran-
tor or laws in effect in its territories on or in connectionwith the execution,
issue,deliveryor registrationthereof.

Section3.05. The principal of, and interest and other chargeson, the
Loan andthe Bonds shallbe paid free from all restrictionsimposedunderthe
laws of the Guarantoror laws in effect in its territories.

Article IV

Section4.01. The Guarantorshallendorse,in accordancewith the provi-
sions of the Loan Regulations,its guaranteeon the Bondsto be executedand
delivered by the Borrower. The Ministro de Hacienday Comercio of the
Guarantorand such person or personsas he shall designatein writing are
designatedas the authorizedrepresentativesof the Guarantorfor the purposes
of Section6.12 (b) of the Loan Regulations.

Article V

Section5.01. The following addressesare specified for the purposes
of Section 8.01 of the Loan Regulations:

For the Guarantor:
Ministerio de Hacienday Comercio,Lima, Peru.
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For the Bank:

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

Section5.02. The Ministro de Hacienday Corriercio of the Guarantor
is designatedfor the purposesof Section 8.03 of the Loan Regulations.

IN WITNESS WHEREOF,the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis GuaranteeAgreementto be signed
in their respectivenamesand delivered in the District of Columbia, United
Statesof America,asof theday andyear first abovewritten.

Republic of Peru:
By F. BERCKEMEYER P.

Authorized Representative

International Bank for Reconstructionand Development:
By EugeneR. BLACK

President

LOAN AGREEMENT

(AGRICULTURAL CREDIT PROJECT)

AGREEMENT, dated November 12, 1954, betweenINTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinaftercalledthe Bank) and BANCO DE Fo-
MENTO AGROPECUARIO DEL PERt~(hereinaftercalled the Borrower).

Article I
Lo~u~REGULATIONS

Section1.0!. The parties to this Loan Agreement accept all the provisions of
Loan RegulationsNo. 4 of the Bank datedOctober15, 19521,subject, however, to the
modificationsthereofsetforth in Schedule32 to this Agreement(said Loan Regulations
No. 4 as somodified beinghereinaftercalledtheLoan Regulations),with the sameforce
and effectas if they were fully setforth herein.

Article II
THE LOAN

Section2.01. TheBank agreesto lendto theBorrower,onthetermsandconditions
in this Agreementset forth or referredto, an amountin variouscurrenciesequivalent
to five million dollars ($5,000,000).

Seep. 306 of this volume.

2 Seep. 304 of this volume.
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Section2.02. (a) The Bank shall opena Loan Accounton its booksin the name
of the Borrowerandshallcreditto suchAccountthe amountof the Loan. Theamount
of theLoan may be withdrawnfrom the Loan Accountas providedin, andsubjectto
therights of cancellationandsuspensionsetforth in, the Loan Regulations.

(b) No withdrawalsshall be madefrom the Loan Account in respectof goodsto
be incorporatedinto processingor storageplantsuntil theuseof the goodsin the par-
ticular plant shall havebeenapprovedby the Bank.

Section2.03. The Borrower shall pay to the Bank a commitment chargeat the
rateof three-fourthsof onepercent (3/4 of 1%) per annumon the principal amountof
the Loan not so withdrawnfrom time to time.

The date specified for the purposesof Section 2.02 of the Loan Regulationsis
60 days after the dateof this Agreementor the Effective Date,whichevershall be the
earlier.

Section2.04. The Borrower shall pay interestat the rate of four and one-fourth
per cent (41/4%) per annum on the principal amount of the Loan so withdrawn and
outstandingfrom time to time.

Section2.05. Except as the Bank and the Borrower shall otherwiseagree, the
chargepayablefor specialcommitmentsenteredinto by theBank at the requestof the
Borrowerpursuantto Section4.02of theLoan Regulationsshall be at the rate of one-
half of onepercent (1/2% of 1%) per annumon theprincipal amountof anysuchspecial
commitmentsoutstandingfrom time to time.

Section2.06. Interest and other charges shall be payable semi-annually on
February1 andAugust1 in each year.

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

Article Ill

USE OF PROCEEDS OF THE LOAN; LENDING PROGRAM OF THE BORROWER

Section3.01. (a) The Borrower shall apply the proceedsof the Loan exclusively
to financingthe cost of goodsrequiredto carryout theProjectdescribedin Schedule2~
to this Agreement. The specificgoodsto be financedout of the proceedsof the Loan
shall bedeterminedby agreementbetweentheBank andthe Borrower,subjectto modi-
fication by further agreementbetweenthem.

(b) The programof loans for periodsin excessof oneyear to be madeby the Bor-
rower in connectionwith the Project,including allocation of available resourcesof the
Borrowerfor suchprogram,purposesforwhich loanswill bemadeandaggregateamounts
of loans of particulartypesshall also be determinedby agreementbetweenthe Bank
and the Borrower,subjectto modification by furtheragreementbetweenthem.

Section3.02. The Borrower shall causeall goodsfinancedout of the proceedsof
the Loan to be importedinto the territoriesof the Guarantorand thereto be usedex-
elusively in thecarryingoutof the Project.

‘See p. 302 of this volume.

‘Seep. 304 of this volume.
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Article IV

BoNDs

Section4.01. The Borrower shall executeand deliver Bonds representingthe

principal amountof the Loan as providedin the Loan Regulations.

Section4.02. The GerenteGeneralandthe Gerenteof the Borrower, or suchother
personor personsas the Directorio shallappointin writing, are designatedasauthorized
representativesof the Borrowerfor the purposesof Section6.12 (a) of the Loan Regula-
tions.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall carryoutthe Projectwith due diligenceand
efficiency, undersoundmanagement,and in conformity with soundfinancial practices.

(b) The Borrower shall maintain recordsadequateto identify the goods financed
out of the proceedsof the Loan, to disclosetheusethereofin theProject,to recordthe
progressof the Project (including the cost thereof) and to reflect in accordancewith
consistentlymaintainedsoundaccountingpracticesthefinancial conditionandoperations
of theBorrower; shallenablethe Bank’srepresentativesto inspectthe Project,the goods
andanyrelevantrecordsanddocuments;andshallfurnish to the Bank all suchinforma-
tion as the Bank shall reasonablyrequestconcerningthe expenditureof the proceedsof
the Loan, the Project, the goods,and the financial condition and operationsof the
Borrower.

Section5.02. (a) The Bank andtheBorrower shall cooperatefully to assurethat
the purposesof theLoanwill be accomplished. To thatend,eachof them shall furnish
to theotherall suchinformation asit shall reasonablyrequestwith regardto thegeneral
statusof theLoan.

(b) The Bank and the Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelating to thepurposesof theLoan andthe
maintenanceof the servicethereof. The Borrowershall promptly inform theBank of
any condition which interfereswith, or threatensto interferewith, theaccomplishment
of thepurposesof theLoanor themaintenanceof the servicethereof.

Section5.03. Except as the Bank shall otherwiseagree,the Borrower shall not
incur anydebt; providedthat theforegoingprovision shall not apply to (a) the incurring
of additional debt throughutilization, in accordancewith thetermsof any creditestab-
lished prior to thedateof this Agreement,of anyunusedamountsavailable undersuch
credit; or (b) to any debtmaturingnot more than oneyear after its date.

Section5.04. The Borrower undertakesthat, exceptas the Bank shall otherwise
agree,if any lien shall be createdon any assetsof theBorroweras securityfor any debt,
suchlien will ipsofacto equally and ratablysecurethepaymentof theprincipal of, and
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interestandother chargeson, the Loan andtheBonds, andthat in the creationof any
suchlien expressprovisionwill be madeto that effect;provided, however,that thefore-
goingprovisions of this Sectionshall not applyto: (i) any lien createdon property, at
the time of purchasethereof, solely as security for the paymentof the purchaseprice
of suchproperty;(ii) any lien on commercialgoodsto securea debtmaturingnot more
thanoneyear after thedateon which it is originally incurred andto be paid out of the
proceedsof saleof suchcommercialgoods;or (iii) anylien arisingin theordinarycourse
of banking transactionsand securinga debtmaturingnot more than oneyear after its
date.

Section5.05. The Borrower shall payor causeto be paid all taxes or fees,if any,
imposedunderthelawsof theGuarantoror lawsin effect in theterritoriesof theGuaran-
tor on or in connectionwith theexecution,issue,deliveryor registrationof this Agree-
ment, theGuaranteeAgreementor theBonds, or thepaymentof principal, interestor
other chargesthereunder;provided, however, that the provisions of this Section shall
not apply to taxationof, or feesupon, paymentsunderany Bond to a holder thereof
other than theBankwhensuchBond is beneficiallyownedby anindividual or corporate
residentof theGuarantor.

Section5.06. The Borrower shall pay or causeto be paid all taxes and fees, if
any, imposedunder the laws of thecountry or countriesin whosecurrencytheLoan
andtheBonds arepayableor laws in effect in theterritoriesof suchcountryor countries
on or in connectionwith theexecution,issue,delivery or registrationof this Agreement,
the GuaranteeAgreementor theBonds.

Section5.07. Except as shall be otherwiseagreedbetweentheBank andtheBor-
rower, the Borrower shall insureor causeto be insured the goods financedwith the
proceedsof theLoan againstrisks incident to their purchaseandimportation into the
territoriesof theGuarantor. Suchinsuranceshall be consistentwith soundcommercial
practiceandshall be payablein dollarsor in thecurrencyin which thecostof thegoods
insured thereundershall be payable.

Section5.08. The Borrower shall make arrangementssatisfactory to the Bank
to insurethat any agriculturalmachineryandequipmentfinancedout of the proceeds
of the Loan is madeavailable to farmersor othersengagedin agricultural production
only throughdealerswho haveadequateservicingandrepairfacilities availablefor such
machineryandequipment.

Article VI

REMEDIES OF THE BANK

Section6.01. (i) If anyeventspecifiedin paragraph(a), paragraph(b), paragraph(e)
or paragraph(f) of Section 5.02 of theLoan Regulationsshall occurandshall continue
for aperiodof thirty days, or (ii) if anyeventspecified in paragraph(c) of Section 5.02
of theLoan Regulationsshall occurand shall continuefor a period of sixty daysafter
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noticethereofshall havebeengivenby theBankto theBorrower,thenat anysubsequent
time during the continuancethereof, theBank, at its option, may declaretheprincipal
of theLoan andof all the Bonds thenoutstandingto be dueandpayableimmediately,
anduponanysuchdeclarationsuchprincipalshall becomedueandpayableimmediately
anythingin this Agreementor in theBondsto thecontrarynotwithstanding.

Article VII
MISCELLANEOUS

Section7.01. The Closing Date shall be December31, 1956.

Section7.02. A date 60 days after thedateof this Agreementis herebyspecified
for the purposesof Section9.04 of theLoan Regulations.

Section7.03. Thefollowing addressesarespecifiedfor thepurposesof Section8.01
of the Loan Regulations:

For the Borrower:
Banco de FomentoAgropecuariodel Peru, Jirón Carabaya456, Lima, Peru.
For the Bank:
InternationalBank for Reconstructionand Development,1818 H Street, N.W.,

Washington25, D.C., United Statesof America.

IN WITNESSWHEREOF, thepartieshereto,actingthrough their representativesthere-
unto duly authorized,havecausedthis Loan Agreementto be signedin their respective
namesanddelivered in the District of Columbia, United Statesof America, as of the
day andyear first abovewritten.

InternationalBank for ReconstructionandDevelopment:
By EugeneR. BLACK

President
Banco de Fomento Agropecuariodel Peru:

By Emilio FOLEY
C. DE CARDENAS
AuthorizedRepresentatives

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) *

February1, 1957 . . — $5,000,000 August 1, 1960 . . 420,000 2,238,000
August 1, 1957 . . $370,000 4,630,000 February1, 1961 . . 429,000 1,809,000
February1, 1958 . . 378,000 4,252,000 August 1, 1961 . . 438,000 1,371,000
August 1, 1958 . . 386,000 3,866,000 February1, 1962 . . 447,000 924,000
February1, 1959 . . 394,000 3,472,000 August 1, 1962 . . 457,000 467,000
August 1, 1959 . . 403,000 3,069,000 February 1, 1963 . . 467,000 —

February1, 1960 . . 411,000 2,658,000

* To the extent that any part of the Loan is repayablein a currencyother than dollars (see
LoanRegulations,Section3.02),thefigures inthesecolumnsrepresentdollarequivalentsdetermined
as for purposesof withdrawal.
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesarespecifiedas the premiumspayableon repaymentin
advanceof maturity of any part of theprincipal amount of theLoan pursuantto Sec-
tion 2.05 (b) of the Loan Regulationsor on the redemptionof any Bond prior to its
maturity pursuantto Section6.16 of theLoan Regulations:

Time of Prepaymentor Redemption Premium

Not morethan2 yearsbeforematurity ~ of I %
More than 2 yearshutnot morethan4 yearsbeforematurity 1 %
More than4 yearsbutnot morethan 6 yearsbeforematurity I 1/z%

More than6 yearsbeforematurity 2%

SCHEDULE 2

DESCRIPTION OF PROJECT

The Projectis a two-yearprogramof the Borrower for increasingthe productivity
of Peruvian agriculture through importation of machinery,equipment,materials and
livestock and through expansionof credit facilities available to agricultural producers
and othersengagedin the processingandstorageof agriculturalcommodities.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 41

For thepurposesof this Agreementthe provisions of Loan RegulationsNo. 4 of
the Bank, datedOctober15, 1952, shall bedeemedto be modified as follows:

(a) Paragraph (c) of Section2.05shall readasfollows:
“(c) It is the policy of the Bank to encouragetherepaymentof its loansprior

to maturity. Accordingly the Bank will sympatheticallyconsider, in the light of
all circumstancesthenexisting,any requestof theBorrower to waive thepayment
of any premiumpayableunderparagraph(b) of this Section on repaymentof the
Loan (and likewise the paymentof any premium payableunderSection 6.16on
redemptionof Bonds held by the Bank).”

(b) Paragraph (i) of Section 5.02 shall readasfollows:
“(i) After the dateof the Loan Agreementand prior to the Effective Date

any actionshall havebeentakenwhich would haveconstituteda violation of any
covenantcontainedin the Loan Agreementor GuaranteeAgreementrelating to the
creationof liensassecurityfor debtif theLoanAgreementandGuaranteeAgreement
had beeneffective on the datesuch actionwastaken.”

‘Seep. 306 of this volume.
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(c) The third and fourth sentencesofparagraph (i) of Section7.04 s/tall be deletedand
the following shall besubstituted:

“The Bank, theBorrowerandtheGuarantorshall eachdefrayits own expenses
in thearbitrationproceedings. The costsof theArbitral Tribunal shall be divided
andborneequallybetweentheBankontheonesideandtheBorrowerandGuarantor
on the other. Any questionconcerningthe division of the costsof the Arbitral
Tribunal or theprocedurefor paymentof suchcosts shall be determinedby the
Arbitral Tribunal.”

(d) Section9.01 shall readasfollows:
“The Loan Agreementand GuaranteeAgreementshall not becomeeffective

until
(a) the Borrower has notified the Bank that (i) the executionand delivery of the

Loan Agreementon behalf of the Borrower have been duly authorizedor
ratified by all necessarycorporateandgovernmentalaction, and (ii) all other
eventsspecified in the Loan Agreementas conditionsto its effectivenesshave
occurred;

(b) the Guarantorhasnotified the Bank that (i) the executionanddelivery of the
GuaranteeAgreementon behalfof the Guarantorhavebeen duly authorized
or ratified by all necessarygovernmentalaction,and (ii) all other eventsrelating
to the Guarantorand specified in the Loan Agreementas conditions to its
effectivenesshaveoccurred;and

(c) the Borrower and the Guarantorhave furnishedto the Bank evidencethereof
satisfactoryto the Bank.”

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO LOANS M~aBY THE BANK TO BomtowEasOTHER THAN
MEMBER GOVERNMENTS

[Not publishedherein. SeeUnitedNations,TreatySeries,Vol. 172,p. 124]

No. 2831


