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No. 3162. GUARANTEEAGREEMENT’ (THERMALPOWER
PROJECT)BETWEEN THE REPUBLIC OF NICARAGUA
AND THE INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT. SIGNEDAT WASHINGTON,
ON 8 JULY 1955

AGREEMENT, dated July 8, 1955, betweenTHE REPUBLIC OF NICARAGUA
(hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS by an agreementof even date herewith betweenthe Bank and
EmpresaNacionalde Luz y Fuerza(hereinaftercalledthe Borrower),which agree-
ment andthe schedulestherein referredto are hereinaftercalledthe Loan Agree-
ment2, the Bank hasagreedto maketo the Borrowera loan in various currencies
in an aggregateprincipalamountequivalentto sevenmillion onehundredthousand
dollars($7,100,000),onthetermsandconditionssetforthin theLoanAgreement,but
only on condition that the Guarantoragreeto guaranteethe payment of the
principal, interestandotherchargeson suchloan andthe obligationsof the Bor-
rowerin respectthereof; and

WHEREAS the Guarantor,in considerationof the Bank’s enteringinto the
Loan Agreementwith the Borrower,has agreedto guaranteethe paymentof the
principal, interestand otherchargeson suchloan andthe obligationsof theBor-
rower in respectthereof

Now THEREFOREthe partiesheretoherebyagreeas follows:

Article I

Section1.01. The partiesto this GuaranteeAgreementacceptall the provi-
sionsof Loan RegulationsNo. 4 of the BankdatedFebruary15, 1955~,(saidLoan
RegulationsNo. 4 being hereinaftercalled the Loan Regulations),with the same
force andeffect as if they were fully set forth herein.

Article II

Section2.07. Without limitation or restriction upon any of the othercove-
nantson its part in this Agreementcontained,the Guarantorherebyuncondition-

1 Cameinto force on 8 October1955 upon notification by the Bank to the Governmentof
the Republicof Nicaragua.

~ Seep. 106 of this volume.
Seep. 106 of this volume.
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ally guarantees,asprimaryobligor andnotassuretymerely, the dueandpunctual
paymentof the principal of, andthe interestandotherchargeson, the Loan, the
principalof andintereston the Bonds,the premium,if any,on the prepaymentof
the Loanor the redemptionof the Bonds,andthe punctualperformanceof all the
covenantsandagreementsof theBorrower, all as set forth in the Loan Agreement
andin the Bonds.

Section2.02. Without limitation or restrictionupon the provisionsof Section
2.01 of this Agreement,the Guarantorspecifically undertakes,wheneverthereis
reasonablecauseto believe that the funds availableto the Borrowerwill be inade-
quateto meet the estimatedexpendituresrequiredfor carryingout the Project, to
makearrangements,satisfactoryto theBank,promptlyto providethe Borroweror
cause the Borrower to be provided with such funds as are neededto meet such
expenditures.

Section2.03. Any fundssuppliedto the Borrowerby the Guarantorpursuant
to Section2.02 or otherwiseshall be providedunder termsandconditionswhereby
repaymentof principal of andpayment of interest andother charges,if requind
by the Guarantor,shall be met from surplusfunds availableto the Borrower only
after meeting all obligations of the Borrower, including the obligations arising
from the carrying out of the Project, the operation,maintenanceand expansion
of the plants, equipmentand propertyof the Borrower, the building up of an
adequatereservefund, and the maintenanceof service on the Loan and on any
other long-termindebtedness.

Article III

Section3.01. It is the mutual intentionof the Guarantorandthe Bank that
no other externaldebtshallenjoy any priority over the Loan by way of a lien on
governmentalassets. To that end, the Guarantorundertakesthat, exceptas the
Bank shallotherwiseagree,if anylien shall be createdon any assetsof the Guaran-
tor assecurity for any externaldebt, suchlien will ipso facto equallyand ratably
securethe payment of the prinicpal of, and interest and other chargeson, the
Loan and the Bonds, and that in the creationof any suchlien expressprovision
will bemadeto that effect ; provided,however,that theforegoingprovisionsof this
Sectionshall not apply to : (i) any lien createdon property,at the time of pur-
chasethereof, solely as security for the paymentof the purchaseprice of such
property;(ii) anylien on commercialgoodsto securea debtmaturingnot morethan
oneyearafter the date on which it is originally incurredandto be paid out of the
proceedsof saleof suchcommercialgoods;or (iii) any lien arising in the ordinary
course of bankingtransactionsand securinga debt maturing not more than one
year after its date.
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As usedin this Section (a) theterm “assetsof the Guarantor”includesassets
of the Guarantoror of anyof its political subdivisionsor of any Agency including
theBanco Nacionalde Nicaragua,and (b) the term “Agency” meansany agency
or instrumentalityof theGuarantoror of any political subdivisionof the Guarantor
and shall include any institution or organizationwhich is owned or controlled
directly or indirectly by the Guarantoror by any political subdivision of the
Guarantoror theoperationsof whichare conductedprimarily in theinterestof or for
account of the Guarantoror any political subdivision of the Guarantor.

Section3.02. (a) The GuarantorandtheBankshall co-operatefully to assure
that the purposesof the Loan will be accomplished. To that end,eachof them
shall furnish to the otherall suchinformation as it shall reasonablyrequestwith
regard to the generalstatusof the Loan. On the part of tile Guarantor,such
information shallincludeinformation with respectto financialandeconomiccondi-
tions in the territoriesof the Guarantorandtheinternationalbalanceof payments
position of the Guarantor.

(b) The Guarantorand the Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto thepurposesof the
Loan andthe maintenanceof the servicethereof. The Guarantorshallpromptly
inform the Bank of any conditionwhich interfereswith, or threatensto interfere
with, the accomplishmentof the purposesof the Loan or the maintenanceof the
servicethereof.

(c) The Guarantor shall afford all reasonableopportunity for accredited
representativesof the Bankto visit any part of theterritoriesof the Guarantorfor
purposesrelated to the Loan.

Section3.03. The principal of, and interestand other chargeson, the Loan
andthe Bonds shall be paid without deductionfor, and free from, any taxesor
feesimposedunderthe laws of the Guarantoror laws in effect in its territories
provided,however,that the provisionsof this Sectionshallnot apply to taxation
of, or feesupon,paymentsunderany Bondto aholderthereofother than the Bank
when suchBondis beneficially ownedby an individual or corporateresidentof tile
Guarantor.

Section3.04. This Agreement,the Loan Agreementand the Bonds shallbe
free from any taxesor feesthat shallbe imposedunderthe laws of the Guarantor
or laws in effect in its territorieson or in connectionwith the execution,issue,
deliveryor registrationthereof.

Section3.05. The principalof, andinterestandotherchargeson, the Loanand
the Bonds shall be paid free from all restrictionsimposedunder the laws of the
Guarantoror laws in effect in its territories.

Section3.06. The Guarantorcovenantsthat it will not take or permit any
of its political subdivisionsor any of its agenciesor any agencyof any political
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subdivisionto takeany actionwhich would preventor interferewith the perform-
anceby the Borrower of anyof the covenants,agreementsandobligationsof the
Borrower in the Loan Agreementcontained,and will take or causeto be taken
all reasonableaction which shallbe necessaryin order to enablethe Borrower to
perform such covenants,agreementsand obligations.

Section3.07. The Guarantorcovenantsthat it will from time to time grantor
causeto be grantedto the Borrower rateswhich will provide revenuessufficient:
(a) to coveroperatingexpenses,including adequatemaintenanceanddepreciation,
taxes,andinterest; (b) to meetrepaymentson long-termindebtednessbut only to
the extent that such repaymentsshall exceedprovision for depreciation; and (c)
to leavea reasonablesurplusfor financingnew investment.

Article IV

Section4.01. The Guarantorshallendorse,in accordancewith the provisions
of the Loan Regulations,its guaranteeon the Bondsto be executedanddelivered
by the Borrower. The Ministro de Hacienday Crédito P4blico of the Guarantor
and such personor personsashe shall designatein writing are designatedas the
authorizedrepresentativesof the Guarantorfor the purposesof Section6.12 (b) of
the Loan Regulations.

Article V

Section5.01. The following addressesare specifiedfor the purposesof Section
8.01 of the Loan Regulations:

For the Guarantor:

Repdblicade Nicaragua
Ministerio de Hacienday Crédito Püblico
PalacioNacional
Managua,Nicaragua

For the Bank:

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

Section5.02. The Ministro de Hacienday Crédito Piiblico of the Guarantoris
designatedfor the purposesof Section8.03 of the Loan Regulations.

IN WITNESS WHEREOF, thepartieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis GuaranteeAgreementto be signedin
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their respectivenamesanddeliveredin the District of Columbia, United Statesof
America,as of the day andyear first abovewritten.

Republicof Nicaragua

By Guillermo SEVILLA SACASA
AuthorizedRepresentative

InternationalBank for Reconstructionand Development

By Eugene R. BLACK

President

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 FEBRUARY 1955

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO BORROWERS OTHER THAN
MEMBER GOVERNMENTS

[Not publishedherein. See United Nations, Treaty Series, Volume221,]

LOAN AGREEMENT (THERMAL POWERPROJECT)

AGREEMENT, dated July 8, 1955, betweenINTERNATIONAL BANK FOR RECON-

STRUCTION AND DEVELOPMENT (hereinafter called the Bank) and EMPRESA NACIONAL
DE Luz y FUERZA (hereinafter called the Borrower).

Article i

LOAN REGULATIONS

Section 1.01. The parties to this Loan Agreementaccept all the provisions of
Loan RegulationsNo. 4 of the Bank dated February 15, 1955, 1 (said Loan Regulations
No. 4 being hereinafter called the Loan Regulations), with the sameforce and effect as
if they were fully set forth herein.

Article II

THE LOAN

Section2.01. The Bank agreesto lend to theBorrower, on theterms andconditions
in this Agreement set forth or referred to, an amount in various currenciesequivalent
to seven million one hundred thousanddollars ($7,100,000).

1 Seeabove.
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Section2.02. The Bankshall opena Loan Accounton its books in the nameof the
Borrower andshall credit to such accounttheamount of theLoan. The amountof the
Loan maybe withdrawnfrom the Loan Account asprovided in, and subject to the rights
of cancellation and suspensionset forth in, the Loan Regulations.

Section 2.03. The Borrower shall pay to the Bank a commitment charge at the
rateof three-fourthsof oneper cent (3/4 of 1 %) per annumon the principal amount of
the Loan not sowithdrawn from time to time.

Section2.04. The Borrower shall pay interestat the rateof four and three-fourths
per cent (4 3/4 %) per annum on the principal amount of the Loan so withdrawn and
outstandingfrom time to time.

Section2.05. Exceptas theBank and theBorrower shall otherwise agree,thecharge
payablefor specialcommitmentsenteredinto by theBankat the requestof theBorrower
pursuantto Section4.02 of the Loan Regulationsshall be at the rate of one-halfof one
per cent (1/3 of 1 %) per annum on the principal amountof any suchspecialcommit-
mentsoutstandingfrom time to time.

Section2.06. Interestandotherchargesshall be payablesemi-annuallyon April 1
and October 1 in eachyear.

Section 2,07. The Borrower shall repay the principal of the Loan in accordance

with the amortizationscheduleset forth in Schedule 1 1 to this Agreement.

Article III

UsE OF PROCEEDS OF THE LOAN

Section 3.01. The Borrower shall apply the proceedsof the Loan 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 agreementbetweenthe Bank and theBorrower, subject to inodi-
fication by further agreementbetweenthem.

Section3.02. The Borrower shall cause all goods financedout of the proceedsof
the Loan to be imported into the territories of theGuarantorand thereto be usedexclu-
sively in the carrying out of the Project.

Article IV

BoNDs

Section4.01. The Borrower shall executeand deliver Bonds representingthe prin-

cipal amount of the Loan as provided in the Loan Regulations.

Section4.02. The GeneralManager(GerenteGeneral) of theBorrower actingjointly
with suchotherpersonor personsas theBorrower shallappoint in writing are designated
as authorizedrepresentativesof the Borrower for the purposesof Section 6.12 (a) of
the Loan Regulations.

1 Seep. 118 of this volume.

8 Seep. 118 of this volume.

No. 3162



110 United Nations — Treaty Series 1956

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall carry out the Projectwith duediligenceand
efficiency and in conformity with sound engineeringand financial practices, To assist
it in carrying out the Project the Borrower shall employ competent and experienced
engineeringconsultantsand contractors.

(b) The Borrower shall furnish to the Bank, promptly upon request, the plans and
specifications for the Projectand any material modifications subsequentlymadetherein.

(c) The Borrower shall maintain records adequate to identify the goods financed
out of the proceedsof theLoan, to disclosethe usethereof in theProject,to recordthe
progressof the Project (including the cost thereof) and to reflect in accordancewith con-
sistently maintainedsound accounting practices the financial condition and operations
of the Borrower; shall enable the Bank’s representativesto inspect the Project, the
goodsandany relevantrecordsand documents;andshall furnish to theBank all such
information as the Bank shall reasonablyrequestconcerningthe expenditureof the
proceedsof theLoan, theProject, thegoods,andthe financial condition and operations
of the Borrower.

Section5.02. (a) The Bank and theBorrower shall co-operatefully to assurethat
thepurposesof theLoan will be accomplished. To that end, each of them shall furnish
to theotherall suchinformation as it shall reasonablyrequestwith regard to the general
statusof the Loan.

(b) The Bank and the Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelating to thepurposesof theLoanandthe
maintenanceof the servicethereof. The Borrower shall promptly inform theBank of
any condition which interfereswith, or threatensto interferewith, theaccomplishment
of the purposesof the Loan or the maintenanceof the service thereof.

Section 5.03. The Borrower undertakesthat, exceptas the Bank shall otherwise
agree,if any lien shall be createdon any assetsof theBorrower as securityfor anydebt,
such lien will ipso facto equally and ratably secure the paymentof the principal of, and
interest and other charges on, the Loan and theBonds, and that in the creationof any
such lien expressprovision will be made to that effect; provided, however, that the
foregoing provisionsof this Sectionshall not apply to : (i) any lien createdon property,
at the time of purchasethereof,solely assecurity for thepaymentof thepurchaseprice
of suchproperty; (ii) any lien on commercialgoodsto securea debt maturing not more
than oneyearafter the dateon which it is originally incurred andto be paid out of the
proceedsof saleof suchcommercialgoods; or (iii) any lien arising in theordinary course
of bankingtransactionsandsecuringa debt maturingnot more than one yearafter its
date.

Section 5.04. Except as the Bank and the Borrower shall otherwise agree, the
Borrower shall not incur any long-termindebtednessif therebythe proportionof long-
term indebtednessto equity would exceed a ratio of 2 to 1.
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For the purposesof this Section the following terms shall have the meaningshere-
inafter set forth

(a) The term “long-term indebtedness” shall mean debt maturing by its terms
more than one year after the date on which it is incurred. Whenever for purposesof
this Section it shall be necessaryto value in Nicaraguancurrencylong-term indebtedness
payablein another currency, such valuation shall be made on the basis of the rate of
exchangeat which suchother currencyis, at the time suchvaluation is made,obtainable
for the purposesof servicing such debt.

(b) The term “equity” shall include capital and surplus determinedin accordance
with sound accounting practices. It shall also include such advancesmade by the
Guarantorto the Borrower as are to be serviced from surplus funds available to the
Borrower only after meeting all obligations of the Borrower, including the obligations
arising from the carrying out of the Project, the operation, maintenanceand expansion
of theplants,equipmentandpropertyof theBorrower,the building up of an adequate
reservefund, andthe maintenanceof serviceon the Loan andon any other long-term
indebtedness.

Section5.05. The Borrower shall pay or causeto be paid all taxesor fees, if any,
imposedunder the lawsof the Guarantoror lawsin effect in theterritories of theGuarantor
on or in connectionwith the execution, issue, delivery or registrationof this Agreement,
the GuaranteeAgreement or the Bonds, or the paymentof principal, interest or other
chargesthereunder; provided, however, that the provisions of this Section shall not
apply to taxation of, or fees upon, paymentsunderany Bond to a holder thereofother
than the Bank when suchBond is beneficially owned by an individual or corporate
resident of the Guarantor.

Section5.06. The Borrower shall pay or causeto be paid all taxesand fees, if any,
imposed under the laws of the country or countries in whose currency the Loan and
the Bonds are payableor laws in effect in the territories of such country or countries
on or in connectionwith theexecution,issue,delivery or registrationof this Agreement,
the GuaranteeAgreementor the Bonds.

Section5.07. (a) The Borrower shall at all times maintain its existenceand right
to carry on operationsand shall, exceptas the Bank shall otherwise agree,maintain
and renew all rights, powers, privileges and franchisesownedby it and necessaryor
useful in the operationof its business.

(b) The Borrower shall operate and maintain its plants, equipmentand property,
andfrom time to time makeall necessaryrenewalsandrepairsthereof,all in accordance
with soundengineeringstandards;andshall at all timesoperateits plantsandequipment
and maintain its financial position in accordancewith soundbusinessandpublic utility
practices.

(c) Except as shall be otherwiseagreedbetweenthe Bank and the Borrower, the
Borrowershall not undertake,executeor investin any projector development(otherthan
the Project) thecost of which is estimatedto exceed$300~O00,or theequivalent ; pro-
vided, however, that the foregoingprovision shall not apply to any project or develop-
ment for the expansionof the distribution facilities of the Borrower.
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Section 5.08. The Borrower shall not, without the consentof the Bank, sell or
otherwise dispose of all or substantiallyall of its property and assetsor all or substan-
tially all theproperty includedin the Projector any plant the costof which is financed
in whole or in part out of the proceeds of the Loan, unless theBorrowershall first redeem
and pay, or make adequate provision satisfactory to the Bank for redemption or payment

of, all of the Loan which shall then be outstanding and unpaid.

Section5.09. Except as shall be otherwiseagreedbetweentheBank and theBor-
rower, the Borrower shall insure or causeto be insured the goods financedwith the
proceedsof the Loan againstrisks incident to their purchaseandimportation into the
territoriesof the Guarantor. Such insuranceshall be consistentwith soundcommercial
practiceandshall be payablein dollars or in the currencyin which thecost of thegoods
insured thereundershall be payable.

Section 5.10. The Borrower shall from time to time take all steps necessaryor
desirableto obtain such adjustmentsin its ratesas will provide revenuessufficient
(a) to coveroperatingexpenses,including adequatemaintenanceanddepreciation,taxes,
and interest; (b) to meetrepaymentson long-termindebtednessbut only to theextent
that suchrepaymentsshall exceedprovision for depreciation;(c) to leavea reasonable
surplus for financing new investment.

Article VI

REMEDIES OF THE BANK

Section6.01. (i) If any eventspecifiedin paragraph(a), paragraph(b), paragraph
(e) or paragraph(/) of Section5.02 of theLoanRegulationsshall occurandshall continue
for a periodof thirty days,or (ii) if any eventspecifiedin paragraph(c) of Section 5.02
of the Loan Regulationsshall occurand shall continuefor a period of sixty days after
noticethereofshall havebeengivenby theBankto theBorrower,thenat anysubsequent
time during the continuancethereof, theBank, at its option, may declaretheprincipal
of the Loan andof all theBonds then outstandingto be due andpayableimmediately,
and upon any such declarationsuch principal shall become due and payableimme-
diately, anything in this Agreementor in the Bonds to thecontrary notwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section7.01. The following event is specified as an additional condition to the
effectivenessof this Agreementwithin the meaningof Section 9.01 (a) (ii) of the Loan
Regulations

Appropriate legislative or other action of the Guarantor satisfactory to the
Bankshall havebeentakenfor provisionto theBorrowerof not lessthan21,460,000
Nicaraguancórdobas,to be madeavailableto it at the rate of not lessthan 7,000,000
córdobasduring the fiscal year 1955-1956,not lessthan 9,000,000córdobasduring
the fiscal year 1956-1957, and not less than 5,460,000córdobasduring the fiscal
year 1957-1958.

No. 3162



116 United Nations— Treaty Series 1956

Section7.02. A datesixty daysafter thedateof this Agreementis herebyspecified
for the purposesof Section9.04 of the Loan Regulations.

Article VIII

MISCELLANEOUS

Section8.01. The Closing Date shall be June 30, 1958.

Section 8.02. The following addressesare specified for the purposesof Section
8.01 of the Loan Regulations

For theBorrower

EmpresaNacional de Luz y Fuerza
Managua,Nicaragua

For the Bank

International Bank for Reconstruction and Development

1818 H Street, N.W.
Washington25, D. C.
United Statesof America

IN WITNESS WHEREOF, the parties hereto, acting through their representatives
thereuntoduly authorized,havecausedthis LoanAgreementto be signedin their respec-
tive namesanddeliveredin theDistrict of Columbia,United Statesof America, as of the
day and year first abovewritten.

InternationalBank for Reconstructionand i)evelopment

By EugeneR. BLACK

President

EmpresaNacional de Luz y Fuerza

By SALVO

Authorized Representative
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SCHEDULE I

AMORTIZATION SCHEDULE

1. The construction at the site of the existing diesel-poweredgeneratingplant
ownedby theBorrowerin Managuaof anewthermalplant containingtwo turbo-generators
eachof 15,000KW capacityandtwo boilers eachwith about160,000lbs.per hour steam

DatePaymentDue

April 1, 1958
October1, 1958
April 1, 1959
October1, 1959
April 1, 1960
October1, 1960
April 1, 1961
October1, 1961
April 1, 1962
October1, 1962
April 1, 1963
October1, 1963
April 1, 1964
October1, 1964
April 1, 1965
October1, 1965
April 1, 1966
October1, 1966

Paymentof
Principal

(expressedin
dotlars)*

$138,000
141,000
145,000
148,000
152,000
155,000
159,000
163,000
167,000
170,000
175,000
179,000
183,000
187,000
192,000
196,000
201,000

Principal Amount
Outstanding

Alter Each Pay-
ment (expressed

in dollars)*

$7,100,000
6,962,000
6,821,000
6,676,000
6,528,000
6,376,000
6,221,000
6,062,000
5,899,000
5,732,000
5,562,000
5,387,000
5,208,000
5,025,000
4,838,000
4,646,000
4,450,000
4,249,000

Date PaymentDue

April 1, 1967
October1, 1967
April 1, 1968
October1, 1968
April 1, 1969
October1, 1969
April 1, 1970
October1, 1970
April 1. 1971
October1, 1971
April 1, 1972
October1, 1972
April 1, 1973
October1, 1973
April 1, 1974
October1, 1974
April 1, 1975

Payment0/
Princi pal

(expressedin
dollars)*

$206,000
211,000
216,000
221,000
226,000
231,000
237,000
242,000
248,000
254,000
260,000
266,000
273,000
279,000
286,000
293,000
300,000

Principal Amount
Outstanding

After Each Pay’
ment (expressed

in dollars)*

$4,043,000
3,832,000
3,616,000
3,395,000
3,169,000
2,938,000
2,701,000
2,459,000
2,211,000
1,957,000
1,697,000
1,431,000
1158,000

879,000
593,000
300,000

* To the extent that any part of the Loan is repayable in a currency other than dollars (see
Loan Regulations,Section3.02), the figures in thesecolumnsrepresentdollar equivalentsdeter-
mined asfor purposesof withdrawal.

PREMIUMSON PREPAYMENTAND REDEMPTION

The following percentagesare specifiedas the premiums payable on repayment in
advanceof maturity of any partof theprincipal amountof theLoanpursuantto Section
2.05 (b) of the LoanRegulationsor on the redemptionof any Bondprior to its maturity
pursuantto Section6.16 of the Loan Regulations

Time of Prepaymentor Redemption Premium

Not more than 5 years before maturity l/~ %
More than 5 yearsbut not more than 10 years before maturity . . . . I %
More than 10 yearsbut not more than 15 years before maturity . . . 1 8/4 %
More than 15 years before maturity 2 ~ %

SCHEDULE 2

DESCRIPTION OF PROJECT

The Project will consistof
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capacityto supply steamto the turbinesat a pressureof about850 lbs. per squareinch
and at atemperatureof about900 degreesF. completewith the conventional auxiliaries,

a warehouse,fuel oil handling and storagefacilities, substationand other electrical
equipment.

2. Theconstructionof about 180 kilometersof 69 Ky transmissionlines andabout
91 kilometersof 13.2 Ky transmissionlines with the necessarysubstationsto transmit
energy from the thermalplant in Managuato about 15 communitiesnorth and south
of Managua,including Granada,Masaya,Diriamba, Nandaime, Leon, Chinandegaand
Corinto, and theprovision of carrier currentequipmentfor communicatingbetweenthe
thermal plant in Managuaandother generatingplantsthat may be connectedinto the
transmissionsystem andsubstationson the transmissionlines.

3. The installation of the necessaryequipmentto enabletheexisting dieselplant
of the Borrower andthe existing generatingplants in LeOn, Granadaand Diriamba to
operatein parallel with the newthermal plant to be constructedin Managua.

4. The rehabilitation and expansionof the distribution system in Managua to
enableit to service adequatelythe demandanticipated in about the next ten years.
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