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No. 2850. LOAN AGREEMENT’ (QUIROZ-PIURA IRRIGA-
TION PROJECT) BETWEEN THE REPUBLIC OF PERU
AND THE INTERNATIONAL BANK FORRECONSTRUC-
TION AND DEVELOPMENT. SIGNED AT WASHING-
TON, ON 5 APRIL 1955

AGREEMENT, dated April 5, 1955, between the REPUBLIC OF PERU

(hereinaftercalledtheBorrower)andINTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT (hereinaftercalledthe Bank).

Article I

LOAN REGULATIONS

Section 1.01. Thepartiesto this Loan Agreementacceptall theprovisions
of Loan RegulationsNo. 3 of the BankdatedOctober15, 19522 subject,however,
to the modifications thereofset forth in Schedule33 to this Agreement(said
Loan RegulationsNo. 3 as somodifiedbeinghereinaftercalledthe Loan Regula-
tions), with the sameforceandeffect as if they werefully set forth herein.

Article II

THE Lo~

Section2.01. The Bank agreesto lend to the Borrower,on the termsand
conditions in this Agreementset forth or referredto, an amount in various
currenciesequivalent to eighteenmillion dollars ($18,000,000).

Section2.02. The Bank shall open a Loan Accounton its booksin the
nameof the Borrower andshall credit to suchAccountthe amountof the Loan.
Theamountof the Loan maybe withdrawnfrom the LoanAccountasprovided
in, and subject to the rights of cancellationand suspensionset forth in, the
Loan Regulations.

Section2.03. The Borrower shallpay to the Bank a commitmentcharge
at the rateof three-fourthsof onepercent(3/4 of 1 %) perannumon theprincipal
amount of the Loan not sowithdrawn from time to time.

Cameinto force on 23 May 1955, upon notificationby the Bankto the Governmentof the
Republicof Peru.

~Seep. 132 of this volume.
‘See p. 130 of this volume.
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Section 2.04. The Borrower shall pay interest at the rate of four and
three-fourthsper cent (43/4 %) perannumon the principal amountof the Loan
sowithdrawnandoutstandingfrom time to time.

Section 2.05. Exceptas the Borrower andthe Bankshallotherwiseagree,
the chargepayable for special commitmentsenteredinto by the Bank at the
requestof the Borrower pursuantto Section4.02of the Loan Regulationsshall
be at the rateof one-halfof onepercent (1/2 of 1 %) perannumon the principal
amount of any such specialcommitmentsoutstandingfrom time to time.

Section2.06. Interestand other chargesshall be payable semi-annually
on March 15 andSeptember15 in eachyear.

Section 2.07. The Borrower shall repay the principal of the Loan in
accordancewith theamortizationscheduleset forth in Schedule11 to this Agree-
ment.

Article III

USE OF PROCEEDS OF THE LOAN

Section 3.01. The Borrower shall causethe proceedsof the Loan to be
applied exclusively to financing the cost of goods required to carry out the
Project describedin Schedule22 to this Agreement. The specific goodsto be
financedout of the proceedsof the Loan shall be determinedby agreement
betweenthe Borrower andthe Bank, subjectto modification by further agree-
ment betweenthem.

Section 3.02. The Borrower shall cause all goods financed out of the
proceedsof the Loan to be usedin the territoriesof the Borrower exclusively
in the carrying out of the Project.

Article IV

BONDS

Section4.01. TheBorrowershall executeanddeliver Bondsrepresenting
the principal amountof the Loan as providedin the Loan Regulations.

Section 4.02. The Minister of Financeof the Borrower andsuchperson
or personsashe shallappoint in writing are designatedasauthorizedrepresen-
tativesof the Borrower for thepurposesof Section6.12of the Loan Regulations.

1 Seep. 126 of this volume.
2 Seep. 128 of this volume.
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Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall causethe Project to be carried out
with duediligenceandefficiencyand in conformity with soundengineeringand
financial practices. To that end the Borrower shall employ competentand
experiencedengineeringconsultantsandcontractorsfor the purposesdescribed
in paragraphs(2) and (3) of Schedule2 to this Agreement,andcompetentand
experiencedirrigation engineersfor the purposesdescribedin paragraph(5)
of Schedule2 to this Agreement. Suchconsultants,contractorsandengineers
shallbemutuallyacceptableto theBorrower andthe Bank andshallbeemployed
on terms andconditions mutually satisfactory to the Borrower andthe Bank.

(b) TheBorrowershallat all timesmakeavailablefor disbursementpromptly
as theyareneededthe fundsrequiredfor the carryingout of theProject.

(c) The Borrower shall causeto be furnished to the Bank, as the Bank
may from timeto time request,the plansandspecificationsfor the Projectand
any material modifications subsequentlymadetherein.

(d) The Borrowershallmaintainor causeto bemaintainedrecordsadequate
to identify the goodsfinancedout of the proceedsof the Loan, to disclosethe
usethereof in the Project, andto record the progressof the Project (including
the costthereof)andto reflectin accordancewith consistentlymaintainedsound
accountingpracticesthe financial condition and operationsof the agency or
agenciesof the Borrower responsiblefor the constructionor operationof the
Project or any part thercof; shall enable the Bank’s representativesto inspect
theProject,the goodsandany relevantrecordsanddocuments;andshallfurnish
to the Bank all suchinformationasthe Bankshall reasonablyrequestconcerning
the expenditureof theproceedsof theLoan, theProject,andthegoods,andthe
financial condition and operationsof the agencyor agenciesof the Borrower
responsiblefor the constructionor operationof the Projector any part thereof.

Section 5.02. The Borrower shall maintain the dam and intake works
andall canals,dikes,tunnels,waterways,andotherpertinentstructuresincluded
in theProjector havingbeenconstructedor usedin connectionwith thediversion
of the QuIroz River known as StageI of the QuIroz-PiuraIrrigation Project,
andfrom time to time shallmakeall necessaryrenewalsandrepairs thereof in
accordancewith soundengineeringpractices.

Section 5.03 (a) The Borrower 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
requestwith regardto the generalstatusoftheLoan. On thepartof theBorrower,
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suchinformationshall includeinformationwith respectto financialandeconomic
conditionsin the territories of the Borrower and the internationalbalanceof
paymentsposition of the Borrower.

(b) The Borrower and the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelating to the purposes
of the Loan and the maintenanceof the service thereof. The Borrower shall
promptly inform the Bank of any condition which interfereswith, or threatens
to interferewith, the accomplishmentof thepurposesof the Loan or the main-
tenanceof the servicethereof.

(c) The Borrower shall afford all reasonableopportunity for accredited
representativesof the Bank to visit any part of the territoriesof the Borrower
for purposesrelatedto theLoan.

Section 5.04. It is the mutual intention of the Borrower and the Bank
that no otherexternaldebtshallenjoy anypriority over the Loan by wayof a lien
on governmentalassets. To that end, the Borrower undertakesthat, exceptas
the Bank shall otherwiseagree,if any lien shall be createdon any assetsof the
Borrower assecurityfor any externaldebt, such lien will ipsofacto equallyand
ratably securethe paymentof the principal of, and interestand other charges
on, the Loan andthe Bonds, andthat in the creationof any suchlien express
provision will be madeto that effect, provided, however, that the foregoing
provisionsof this Section shall not apply to : (i) any lien createdon property,
at the timeof purchasethereof,solelyassecurityfor the paymentof thepurchase
priceof suchproperty;(ii) anylien on commercialgoodsto secureadebtmaturing
not morethan one yearafter the dateon which it is originally incurred andto
be paid out of the proceedsof sale of suchcommercialgoods; or (iii) any lien
arising in the ordinary course of banking transactionsand securing a debt
maturingnot more than oneyearafter its date.

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

Section 5.05. The principal of, and interest and other chargeson, the
Loan and the Bonds shall be paid without deductionfor, and free from, any
taxesor fees imposedunder the laws of the Borrower or 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 suchBond is beneficially owned by an individual or
corporateresidentof the Borrower.
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Section5.06. The Loan AgreementandtheBondsshallbe free from any
taxesor feesthat shallbe imposedunder the laws of the Borroweror laws in
effect in its territorieson or in connectionwith the execution,issue,deliveryor
registrationthereofand the Borrower shall pay all suchtaxesandfees, if any,
imposedunderthe laws of the countryor countriesin whosecurrencythe Loan
and the Bonds are payableor laws in effect in the territories of such country
or countries.

Section 5.07. The principal of, and interest andother chargeson, the
Loan andthe Bonds shallbe paid free from all restrictionsimposedunder the
laws of the Borrower or laws in effect in its territories.

Section 5.08. The Borrowershall satisfythe Bank thatadequatearrange-
mentshavebeenmadeto insure the goodsfinancedwith the proceedsof the
Loan againstrisks incidentto their purchaseand importationinto the territories
of the Borrower.

Article VI

REMEDIES OF THE BANK

Section 6.01 (i) If any event specified in paragraph(a) or paragraph(b)
of Section 5.02 of the Loan Regulationsshall occur and shall continuefor a
period of thirty days,or (ii) if any event specifiedin paragraph(c) of Section
5.02of the Loan Regulationsshalloccur andshall continuefor a periodof sixty
days after notice thereofshall havebeengiven by the Bank to the Borrower,
then at any subsequenttime during the continuancethereof, the Bank, at its
option, may declarethe principal of the Loan and of all the Bonds then out-
standingto be due and payableimmediately, and upon any such declaration
such principal shall become due and payable immediately, anything in this
Agreementor in the Bonds to the contrary notwithstanding.

Article VII

MISCELLANEOUS

Section 7.01. The Closing Date shall be June 1, 1958.

Section 7.02. A datesixty daysafterthe dateof this Agreementis hereby
specified for the purposesof Section 9.04 of the Loan Regulations.

Section 7.03. The following addressesare specified for the purposesof
Section8.01of the Loan Regulations:

For the Borrower: Ministro de Hacienday Comercio, Lima, Peru.
Forthe Bank: International Bank for ReconstructionandDevelopment,

1818 H Street,N. W., Washington25, D. C., United Statesof America.
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Section 7.04. The Minister of Financeof the Borroweris designatedfor
the purposesof Section8.03 of the Loan Regulations.

IN WITNESSWHEREOF,thepartieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis Loan Agreementto be signed in
their respectivenamesand deliveredin the District of Columbia,UnitedStates
of America, as of the day andyear first abovewritten.

Republicof Peru
By F. BERCKEMEYER

Authorized Representative

InternationalBank for Reconstructionand Development
By EugeneR. BLACK

President

SCHEDULE 1

AMORTIZATION SCHEDULE

* To the extent that any part of the Loan is repayablein a currencyother than dollars (see
Loan Regulations,Section3.02), the figures in these columns representdollar equivalentsdeter..
mined asfor purposesof withdrawal.

Principal
Amount

Date
PaymentDue

Paymentof
Principal

(expressed
:n dollars) *

Outstanding
After Each

Payment
(expressed

~ndollars) *

March 15, 1959 . . — $18,000,000
September15, 1959 . $245,000 17,755,000
March 15, 1960 . . 251,000 17,504,000
September15, 1960 . 257,000 17,247,000
March 15, 1961 . . 263,000 16,984,000
September15, 1961 . 269,000 16,715,000
March 15, 1962 . . 276,000 16,439,000
September15, 1962 . 282,000 16,157,000
March 15, 1963 . . 289,000 15,868,000
September15, 1963 . 296,000 15,572,000
March15, 1964 . . 303,000 15,269,000
September15, 1964 . 310,000 14,959,000
March15, 1965 . . 317,000 14,642,000
September15, 1965 . 325,000 14,317,000
March 15, 1966 . . 333,000 13,984,000
September15, 1966 . 340,000 13,644,000
March 15, 1967 . . 349,000 13,295,000
September15, 1967 . 357,000 12,938,000
March 15, 1968 . . 365,000 12,573,000
September15, 1968
March 15, 1969 .

. 374,000

. 383,000
12,199,000
11,816,000

September15, 1969 . 392,000 11,424,000

Principal
Amount

Date
PaymentDue

Paymentof
Principal

(expressed
in dollars) ~‘

Outstanding
After Each

Payment
(expressed

in dollars) *

March15, 1970 . . 401,000 11,023,000
September15, 1970 . 411,000 10,612,000
March15, 1971 . . 421,000 10,191,000
September15, 1971 . 431,000 9,760,000
March15, 1972 . . 441,000 9,319,000
September15, 1972 . 451,000 8,868,000
March15, 1973 . . 462,000 8,406,000
September15, 1973 . 473,000 7,933,000
March15, 1974 . . 484,000 7,449,000
September15, 1974 . 496,000 6,953,000
March15, 1975 . . 508,000 6,445,000
September15, 1975 . 520,000 5,925,000
March 15, 1976 . . 532,000 5,393,000
September15, 1976 . 544,000 4,849,000
March 15, 1977 . . 558,000 4,291,000
September15, 1977 . 571,000 3,720,000
March15, 1978 . . 584,000 3,136,000
September15, 1978 . 598,000 2,538,000
March 15, 1979 . . 612,000 1,926,000
September15, 1979 . 627,000 1,299,000
March 15, 1980 . . 642,000 657,000
September15, 1980 . 657,000 —
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesarespecifiedas the premiumspayableon repaymentin
advanceof maturityof any partof the principal amountof the Loanpursuantto Section
2.05(b) of the Loan Regulationsor on the redemptionof any Bond prior to its maturity
pursuantto Section 6.16 of the Loan Regulations

Timeof Prepaymentor Redemption Premium

Not morethan 5 yearsbefore maturity
More than5 yearsbut not morethan 10 yearsbeforematurity 1%
More than 10 yearsbut not morethan 15 yearsbefore maturity I ~/~%
More than 15 yearsbut notmore than20 yearsbeforematurity 2%
More than20yearsbeforematurity 2 ~%

SCHEDULE 2

DEScRIPTION OF PROJECT

1. The Projectconsistsof the irrigation of 50,000 hectaresof uncultivatedland in
the Tablazo, Tambo Grandeand Yuscay-Tejedoresareasbetweenthe Chira and the
Piura Rivers,and theprovision in dry seasonsof supplementalwaterfor 31,000hectarcs
of cultivated land in the Piura Valley. The Projectwill include the constructionand
maintenanceof a dam,reservoir,maincanalsand laterals,theacquisitionof land and its
saleto farmers,the distribution of waterand the assessmentandcollectionof ratesfor
the use thereof.

2. Dam and Reservoir
TheBorrowerwill constructadamandtwo dikescreatinga reservoirontheChipillico

River about 5 kilometersaboveLas Lomas. The dam will be an earth-fill structure
having a heightof about55 metersandalengthof about720 meters. Thestoragecapa-
city of the reservoirwill be about 250 million cubic meters.

3. Main CanalsandLaterals
The Borrower will constructabout 15 kilometersof lined canalwith a capacityof

50 cubicmeterspersecondandabout70 kilometersof lined canalwith a capacityof 25
cubic metersper secondin the initial sections. The canalswill have the necessary
bridges,drainageandcontrol structures. The Borrower will also constructa systemof
lateralswhich will be adequateto irrigate 50,000 hectaresof land.

4. Acquisitionof Land and Saleto Farmers
(a) The Borrower will acquirethe necessarylands,build roadsandsubdividethe

land to be irrigatedfor saleto farmers.
(b) The subdivisionswill besold by the Borrower to farmersin lots rangingin size

from 15 hectaresto 100 hectares. Thepurchaseof the lots will befinancedby long-term
loans from the Borrower.

5. Operation andMaintenance
The Borrower will maintain the dam,reservoir,and canalsand will distribute the

water availablefor irrigation to usersandwill assessandcollect ratesfor the useof the
water and establishproceduresfor so doing.

N~.2850
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SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONSNo. 3~

Forthe purposesof this Agreementtheprovisionsof LoanRegulationsNo. 3 of the

Bank, datedOctober 15, 1952, shall be deemedto be modified as follows:

(a) The secondsentenceof Section2.02 shall be deletedand thefollowing shall be
substituted:

“Such commitmentchargeshallaccruefrom the EffectiveDate,or from a date
sixty days after the dateof the Loan Agreement,whichevershall be the earlier,
or from sUch otherdateasmay be specifiedin the Loan Agreementfor the purpose
of this Section,to the respectivedateson which amountsshallbewithdrawnby the
Borrower from the Loan Accountas provided in Article IV or shall be cancelled
pursuantto Article V.”

(b) Paragraph(c) of Section 2.05 shall be deletedand the following shall be sub-
stituted:

“(c) It is the policy of the Bank to encouragethe repaymentof its loansprior
to maturity. Accordingly the Bank will sympatheticallyconsider,in the light of
all circumstancesthenexisting, any requestof the Borrower to waive the payment
of anypremium payableunderparagraph(b) of this Sectionor underSection6.16
on repaymentof anyportionsof the Loan or Bondswhich the Bank hasnotsoldor
agreedto sell.”

(c) Paragraph(g) of Section5.02 shall be deletedand the following shall be sub-
stituted:

“(g) After the dateof the Loan Agreementandprior to theEffective Dateany
actionshall havebeentaken which would haveconstituteda violation of any co-
venantcontainedin the Loan Agreementrelating to the creationof liensas security
for debt if the Loan Agreementhad been effectiveon the date such action was
taken.”

(d) Section6.17 shall be deletedand the following shall be substituted:
“Section 6.17. Rightsof Holders of Bonds. No holder (otherthan the Bank)

of any Bondshall, by virtue of being theholder thereof,be entitled to exerciseany
rights underthe Loan Agreementor be subjectto any of the conditionsor obliga-
tions imposedupon the Bank thereby. The provisionsof this Section shall not
impair or affect anyrights or obligationsunderthetermsof anyBond.”

(e) The third and fourth sentencesof paragraph(i) of Section7.03 shall be deleted
and the following shall be substituted:

“Each party shall defray its own expensesin the arbitration proceedings.
The costsof theArbitral Tribunalshallbedivided andborneequallyby the parties.
Any questionconcerningthe division of the costsof the Arbitral Tribunal or the
procedurefor paymentof suchcostsshallbedeterminedby the Arbitral Tribunal.”

I Seep. 132 of this volume.
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(f) Section9.01 shall be deletedand the following shall besubstituted:
“Section 9.01. ConditionsPrecedentto Effectivenessof Loan Agreement. The

Loan Agreementshall not becomeeffective until
(a) theBorrowerhasnotified the Bank that (i) the executionanddeliveryof the

Loan Agreementon behalfof the Borrower havebeenduly authorizedor ratified
by all necessarygovernmentalaction,and (ii) all othereventsspecifiedin the Loan
Agreementas conditionsto its effectivenesshaveoccurred;and

(b) the Borrower has furnishedto the Bank evidencethereofsatisfactoryto
the Bank.”

(g) The lastsentenceof thesecondparagraphof Schedule1 andof Schedule2 shall
be deletedand the following shall be substituted:

“No referenceherein to the Loan Agreementshall confer upon the holder
hereofany rights thereunderor impair the obligationof the Borrower, which is
absoluteand unconditional,to pay the principal and intereston this Bond at the
time andplaceand in the amountsand in the currencyhereinprescribed.”

(h) The eighth paragraphof Schedule1 and the seventhparagraphof Schedule2
shallbe deletedand the following shall be substituted:

“The principal of the Bonds, the interestaccruingthereonand the premium,
if any,on the redemptionthereofshall be paid withoutdeductionfor and free from
any taxes,imposts,levies or dutiesof anynatureor anyrestrictionsnow or at any
time hereafterimposedunderthe laws of [the Borrower] or laws in effect in its
territories;provided, however, that the provisions of this paragraph shall not apply
to thetaxation ofpaymentsmadeundertheprovisionsof anyBondto a holderthereof
other than the Bank when such Bond is beneficially owned by an individual or
corporateresident of [the Borrower].”

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO LOANS M~tnEBY THE BANK TO MEMBER GOVERNMENTS

[Not publishedherein. SeeUnited Nations, Treaty Series,Vol. 165,p. 252.]

No, 2850


