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No. 3163. GUARANTEE AGREEMENT’ (POWER DISTRI-
BUTION PROJECT) BETWEEN THE REPUBLIC OF
NICARAGUA AND THE INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT. SIGNED AT
WASHINGTON, ON 8 JULY 1955

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

WHEREAS by an agreementof even date herewith betweenthe Bank and
Instituto de FomentoNacional (hereinaftercalledtheBorrower), which agreement
and the schedulesthereinreferredto are hereinaftercalledthe Loan Agreement,2
the Bank hasagreedto maketo the Borrower a loan in various currenciesin an
aggregateprincipal amountequivalentto four hundredthousanddollars ($400,000),
on the termsandconditionsset forth in theLoanAgreement,but only on condition
that the Guarantoragreeto guaranteethe paymentof the principal, interestand
other chargeson suchloan andthe obligationsof the Borrower in respectthereof
and

WHEREAS the Guarantor,in considerationof the Bank’s entering into the
Loan Agreementwith the Borrower, hasagreedto guaranteethe paymentof the
principal, interestand otherchargeson suchloan andthe obligationsof the Bor-
rowerin respectthereof;

Now THEREFORE the partiesheretoherebyagreeas follows

Article I

Section1.01. The partiesto this GuaranteeAgreementacceptall the provi-
si onsof Loan RegulationsNo. 4 of theBank datedFebruary15, 1955 ~, (saidLoan
RegulationsNo. 4 being hereinaftercalledthe Loan Regulations),with the same
force andeffect as if theywere fully set forth herein.

Article II

Section2.01. Without limitation or restrictionupon any of the other cove-
nantson its partin this Agreementcontained,the Guarantorherebyunconditional-

Cameinto force on 13 October1955, upon notification by the Bank to the Government
of the Republicof Nicaragua.

Seep. 132 of this volume.
Seep. 132 of this volume.
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ly guarantees,asprimary obligor andnot as suretymerely, the due andpunctual
paymentof the principal of, and the interestandother chargeson, the Loan, the
principal of andintereston the Bonds,the premium,if any,on the prepaymentof
the Loan or the redemptionof theBonds,and the punctualperformanceof all the
covenantsandagreementsof the Borrower,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 believethat the funds availableto the Borrowerwill be inade-
quateto meetthe estimatedexpendituresrequiredfor carryingout the Project, to
makearrangements,satisfactoryto the Bank, promptly to provide the Borrower
or causethe Borrower to be providedwith suchfunds as areneededto meetsuch
expenditures.

Article III

Section3.01. it is the mutualintentionof the Guarantorandthe Bank that
no otherexternaldebt shall enjoy any priority over the Loan by way of a lien on
governmentalassets. To that end,the Guarantorundertakesthat, exceptas the
Bankshall otherwiseagree,if any lien shallbe createdon anyassetsof the Guaran-
tor assecurityfor any externaldebt,suchlien will ipso facto equally andratably
securethe paymentof the principalof, andinterestandotherchargeson, the Loan
and the Bonds, and that in the creation of any such lien expressprovision will
be made to that effect ; provided, however, that the foregoingprovisionsof this
Sectionshallnot apply to (i) anylien createdon property,at thetime of purchase
thereof,solelyassecurityfor the paymentof the purchasepriceof suchproperty;
(ii) any lien on commercialgoods to securea debt maturing not more than one
yearafterthe dateon which it is originally incurredandto be paid out of thepro-
ceedsof sale of suchcommercialgoods; or (iii) any lien arising in the ordinary
courseof banking transactionsand securinga debt maturing not morethan one
yearafter its date.

As usedin this Section(a) the term “assetsof the Guarantor”includesassets
of the Guarantoror of any of its political subdivisionsor of any Agency including
the Banco Nacionalde Nicaragua,and (b) the term “Agency” meansany agency
or instrumentalityof theGuarantoror of anypolitical subdivisionof the Guarantor
and shall include any institution or organizationwhich is owned or controlled
directly or indirectly by the Guarantoror by any political subdivisionof the Gua-
rantoror the operationsof which are conductedprimarily in the interestof or for
accountof the Guarantoror any political subdivision of the Guarantor.

Section3.02. (a) The Guarantorandthe Bank shall cooperatefully to assure
that the purposesof the Loan will be accomplished. To that end, eachof them
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shall furnish to the otherall such information as it shall reasonablyrequestwith
regardto the generalstatusof the Loan. On the part of the Guarantor,such
informationshall includeinformation with respectto financialandeconomiccondi-
tions in the territoriesof the Guarantorandthe internationalbalanceof payments
position of the Guarantor.

(b) The Guarantorand the Bank shall from time to time exchange views
throughtheir representativeswith regardto mattersrelatingto thepurposesof the
Loan andthe maintenanceof the service thereof. The Guarantorshall promptly
inform the Bank of any condition which interfereswith, or threatensto interfere
with, the accomplishmentof the purposesof the Loan or the maintenanceof the
service thereof.

(c) The Guarantorshall afford all reasonableopportunityfor accreditedrepre-
sentativesof the Bank to visit any part of the territoriesof the Guarantorfor
purposesrelated to the Loan.

Section3.03. Theprincipalof, andinterestandotherchargeson, the Loanand
the Bonds shall be paid without deductionfor, and free from, any taxesor fees
imposedunderthelawsof the Guarantoror lawsin effectin its territories ; provided,
however,that the provisionsof this Sectionshall not apply to taxationof, or fees
upon, paymentsunder any Bond to a holder thereof other than the Bank when
such Bond is beneficially owned by an individual or corporateresidentof the
Guarantor.

Section3.04. This Agreement,the Loan Agreementand the Bonds shall be
free from any taxesor feesthat shall be imposedunderthe laws of theGuarantor
or laws in effect in its territorieson or in connectionwith the execution,issue,deli-
very or registration thereof.

Section3.05. Theprincipalof, 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 takeor permit any of
its political subdivisions or any of its agenciesor any agency of any political
subdivision to take any action whichwould preventor interferewith the perform-
ance by the Borrower of any of the covenants,agreementsandobligationsof the
Borrower in the LoanAgreementcontained,andwill takeor causeto be takenall
reasonableactionwhich shall be necessaryin order to enablethe Borrower to per-
form suchcovenants,agreementsand obligations.

Section3.07. The Guarantorcovenantsthat it will from time to time grant
or causeto be grantedto the distributorsreferredto in Schedule21 to the Loan
Agreementrateswhich will provide revenuessufficient (a) to cover operating

See p. 142 of this volume.
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expenses,including adequatemaintenanceand depreciation,taxes,and interest;
(b) to meetrepaymentson long-termindebtednessbut only to the extentthat such
repaymentsshall exceedprovisionfor depreciation;and (c) to leavea reasonable
surplusfor financingnew investment.

Article IV

Section4.01. The Guarantorshall endorse,in accordancewith the provisions
of the Loan Regulations,its guaranteeon the Bondsto be executedanddelivered
by the Borrower. The Ministro de Hacienday Crédito Piiblico of the Guarantor
andsuch personor personsas he shall designatein writing are designatedas the
authorizedrepresentativesof the Guarantorfor the purposesof Section 6.12 (b)
of theLoan Regulations.

Article V

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

For the Guarantor

Repi’iblica de Nicaragua
Ministerio de Hacienday Crédito Pdblico
PalacioNacional
Managua,Nicaragua

For theBank:

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

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

IN WITNESS WHEREOF, the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis GuaranteeAgreementto be signedin
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 EugeneR. BLACK

President

No. 3163
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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, Volume 221.]

LOAN AGREEMENT (POWERDISTRIBUTIONPROJECT)

AGREEMENT, dated July 8, 1955, between INTERNATIONAL BANK FOR Rzcou-
STRUcTI0NAND DEVELOPMENT (hereinaftercalledthe Bank)and INsnTuTO nx FOMENTO
NACIONAL (hereinaftercalled the Borrower).

Article I

LOAN REGULATIONS

Section1.01. The partiesto this Loan Agreementacceptall theprovisionsof Loan
RegulationsNo. 4 of the Bank datedFebruary15, 1955’ (said Loan RegulationsNo. 4
being hereinaftercalled the Loan Regulations),with thesameforceand effect asif they
were fully set forth herein.

Article II

THE LOAN

Section2.01. TheBankagreesto lend to theBorrower,on the termsandconditions
in this Agreement set forth or referred to, an amount in various currenciesequivalent

to four hundredthousanddollars ($400,000).

Section2.02. The Bankshall open a LoanAccount on its booksin thenameof the
Borrower andshall credit to suchAccounttheamountof theLoan. The amountof the
Loan may be withdrawn from the Loan Account asprovided in, and subject to the
rights of cancellationand suspensionset forth in, the Loan Regulations.

Section2.03. TheBorrower shall pay to theBank a commitmentchargeat therate
of three-fourthsof oneper cent (3/ of 1 %) per annum on theprincipal amountof the
Loan not so withdrawn from time to time.

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

Section 2.05. Except as the Bank and the Borrower shall otherwise agree, the
chargepayablefor specialcommitmentsenteredinto by theBank at the requestof the

‘ Seeabove.
No. 3163
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Borrower pursuantto Section4.02 of the Loan Regulationsshall be at the rate of one-
half of oneper cent (1/2 of I %) per annumon the principalamount of any suchspecial
commitmentsoutstandingfrom time to time.

Section2.06. Interest and other charges shall be payable semi-annually on
April 1 and October 1 in eachyear.

Section 2.07. The Borrower shall repay the principal of the Loan in accordance
with the amortizationschedulesetforth in Schedule1’ to this Agreement.

Article III

Usx OF PROCEEDS OF THE LOAN

Sec/ion3.01. The Borrower shall apply or Cause to be applied the proceeds of the

Loan exclusively to financing the cost of goods required to carry out the Project described
in Schedule2’ to this Agreement. The specificgoodsto be financedout of theproceeds
of theLoanshall be determined by agreement between the Bank and the Borrower, subject

to modification by further agreementbetweenthem.

Section 3.02. The Borrower shall causeall goods financedout of the proceedsof
theLoan to be imported into the territoriesof the Guarantorandthereto be usedexclu-
sively in the carrying out of the Project.

Article IV

BONDS

Section4.01. The Borrower shall executeanddeliver Bonds representingthe prin-
cipal amountof the Loan asprovided in the Loan Regulations.

Section4.02. The GeneralManager(GerenteGeneral)of theBorrower actingjointly
with suchother personor personsas theBorrower shall appoint in writing aredesignated
as authorizedrepresentativesof the Borrower for the purposesof Section 6.12 (a) of
the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall causethe Project to be carriedout with due
diligenceandefficiency andin conformitywith soundengineeringandfinancial practices.

(b) TheBorrower shall furnishor causeto be furnishedto theBank, promptly upon
request, the plans and specificationsfor the Project and any material modifications
subsequentlymade therein.

(c) The Borrower shall maintain or causeto be maintainedrecords adequateto
identify the goods financedout of the proceedsof the Loan, to disclosetheuse thereof
in the Project, to recordthe progressof the Project (including thecost thereof) and to
reflectin accordancewith consistentlymaintainedsoundaccountingpracticesthe financial

1 Seep. 140of this volume.

Seep. 142of this volume.
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condition and operationsof the Borrower; shall enable the Bank’s representativesto
inspecttheProject,thegoodsandany relevantrecordsanddocuments;andshall furnish
or causeto be furnished to the Bank all such information as the Bank shall reasonably
requestconcerningtheexpenditureof theproceedsof theLoan, theProject, thegoods,
and the finanacialcondition and operationsof theBorrower.

Section 5.02. (a) The Bank and theBorrower shall cooperatefully to assurethat
thepurposesof theLoan will be accomplished. To that end, eachof them shall furnish
to the other all such information as it shall reasonablyrequestwith regardto thegeneral
statusof the Loan.

(b) The Bank and the Borrower shall from time to time exchangeviews through
their representativeswith regard to matters relating to the purposesof the Loan and the
maintenanceof the service thereof. The Borrower shall promptly inform theBank of
any condition which interfereswith, or threatensto interfere with, theaccomplishment
of the purposesof the Loan or the maintenanceof the service thereof.

Section5.03. If theBorrowershall proposeto incur any externaldebt,theBorrower
shall inform the Bank of such proposal and, before the proposedaction is taken, shall
afford the Bank all opportunity which is reasonablypracticable in the circumstances
.to exchangeviews with theBorrower with respectthereto; provided, however, that the
foregoing provisions shall not apply to : (i) the incurring of additional debt through
utilization, in accordancewith the termsof any credit establishedprior to the date of
this Agreement,of any unusedamountsavailableundersuchcredit; or (ii) the incurring
by theBorrower in theordinary courseof its businessof any indebtednessmaturingnot
more than oneyear after its date.

Section5.04. The Borrower undertakesthat, exceptas the Bank shall otherwise
agree,if any lien shall becreatedon any assetsof theBorrowerassecurity for any debt,
suchlien will ipso /acto equally and ratably securethe paymentof the principal of, and
interestand otherchargeson, the Loan andtheBonds, andthat in thecreationof any
such lien expressprovision will be made to that effect ; provided, however, that the
foregoingprovisionsof this Sectionshall not apply to : (i) any lien createdon property,
at the time of purchasethereof,solely assecurityfor thepaymentof thepurchaseprice
of such property; (ii) any lien on commercialgoodsto securea debtmaturingnot more
thanoneyearafter 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 maturing not more than oneyear after its
date.

Section5.05. The Borrower shall pay or causeto be paid all taxesor fees, if any,
imposedunderthe lawsof theGuarantoror lawsin effect in theterritoriesof theGuarantor
on or in connectionwith theexecution, issue, deliveryor 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
applyto taxation of, or fees upon, paymentsunderany Bondto a holderthereof other
than the Bank when such Bond is beneficially owned by an individual or corporate
residentof the Guarantor.

No. 3163
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Section5.06. TheBorrower shall pay or causeto be paid all taxesand fees,if any,
imposed under the laws of the country or countries in whosecurrency the Loan and
the Bonds arepayableor lawsin effect in the territoriesof suchcountry or countrieson
or in connection with the execution, issue, delivery or registration of this Agreement,
the GuaranteeAgreement or the Bonds.

Section5.07. Exceptas shall be otherwiseagreedbetweentheBank andthe Bor-
rower, the Borrower shall insureor causeto be insured the goods financedwith tile
proceedsof the Loan againstrisks incident to their purchaseandimportation into the
territories of theGuarantor. Suchinsuranceshall be consistentwith soundcommercial
practiceandshall be payablein dollars or in thecurrencyin which thecost of thegoods
insured thereundershall be payable.

Article VI

REMEDIES OF THE BANK

Section6,01. (i) If any eventspecified in paragraph(a), paragraph(b), paragraph
(e) or paragraph(f) of Section5.02 of theLoan Regulationsshall occurandshall continue
for a periodof thirty days, or (ii) if any event specifiedin paragraph(c) of Section5.02
of the Loan Regulationsshall occur and shall continuefor a period of sixty daysafter
noticethereofshall havebeengivenby theBankto theBorrower,thenat any subsequent
time during thecontinuancethereof, theBank, at its option, may declarethe principal
of theLoan andof all theBonds then outstandingto be dueandpayableimmediately,
anduponany suchdeclarationsuchprincipal shall becomedueandpayableimmediately,
anything in this Agreementor in theBonds to the contrarynotwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01. The following event is specified as an additional condition to the
effectivenessof this Agreementwithin the meaningof Section9.01 (a) (ii) of the Loan
Regulations

Theloan agreementbetweentheBank andEmpresaNacionalde Luz y Fuerza
and the guaranteeagreementbetweenthe Guarantorand the Bank (Thermal Power

Project), of even date herewith, shall have becomeeffective.

Section7.02. A date sixty days after the date of this Agreementis hereby specified
for the purposesof Section 9.04 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

No. 3163
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For the Borrower
Instituto de FomentoNacional
Managua,Nicaragua

For the Bank
InternationalBank for Reconstructionand 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 Loan Agreementto besignedin their respec-
tive namesand delivered in the District of Columbia, United Statesof America, as of
the day and year first abovewritten.

InternationalBank for Reconstructionand Development
By EugeneR. BLACK

President

Instituto de FomentoNacional
By Aifredo J. SACASA

Authorized Representative

SCHEDULE I

AMORTIZATION SCHEDULE

* To the extent that any part of the Loan is repayable in a currency other than dollars
(see Loan Regulations, Section 3.02), the figures in these columns represent dollar equivalents
determinedasfor purposesof withdrawal.

Principal A mount

Date PaymentDue

Paymentof
Principal

(expressedin
dollars)”

Outstanding
After Each Pay-
ment (expressed

in dollars)”

April 1, 1958 . . . —— $400,000
October 1, 1958 . $ 7,000 393,000
April 1, 1959 . . . 8,000 385,000
October 1, 1959 . 8,000 377,000
April 1, 1960 . . . 8,000 369,000
October 1, 1960 . 9,000 360,000
April 1, 1961 . . . 9,000 351,000
October 1, 1961 . 9,000 342,000
April 1, 1962 . . . 9,000 333,000
October 1, 1962 . 9,000 324,000
April 1, 1963 . . . 10,000 314,000
October 1, 1963 . 10,000 304,000
April 1, 1964 . . . 10,000 294,000
October1, 1964 . 10,000 284,000
April 1, 1965 . . . 11,000 273,000
October 1, 1965 . 11,000 262,000
April 1. 1966 . . . 11,000 251,000
October 1, 1966 . 11,000 240,000

Principal A mount

DatePaymentDue

Paymentof
Principal

(expressedin
dollars)”

Outstanding
After Each Pay-
ment (expressed

in dollars)”

April 1, 1967 . . . $12,000 $228,000
October 1, 1967 - 12,000 216,000
April 1, 1968 . . - 12,000 204,000
October 1, 1968 . 13,000 191,000
April 1, 1969 . . . 13,000 178,000
October 1, 1969 . 13,000 165,000
April 1, 1970 . . . 13,000 152,000
October 1, 1970 . 14,000 138,000
April 1, 1971 . . . 14,000 124,000
October 1, 1971 . 14,000 110,000
April 1, 1972 . . . 15,000 95,000
October1, 1972 . 15,000 80,000
April 1, 1973 . . 15,000 65,000
October 1, 1973 . 16,000 49,000
April 1, 1974 . . . 16,000 33,000
October 1, 1974 . 16,000 17,000
April 1, 1975 . . . 17,000 —
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiums payableon repaymentin
advanceof maturity of any part of the principal amountof theLoan pursuantto Section
2.05(b) of theLoan Regulationsor on the redemptionof any Bond prior to its maturity
pursuantto Section 6.16 of the Loan Regulations

Time of Prepaymentor Redemption Premium

Not more than 5 years before maturity
More than 5 yearsbut not more than 10 years before maturity . . . . I %
More than 10 years but not more than 15 years before maturity . . . 1 1/3%

More than 15 yearsbefore maturity 2 ~/~%

SCHEDULE 2

DESCRIPTION OF PROJECT

1. The Project is a program for theconstruction,rehabilitationand expansionof
distribution systemsin about 15 communitiesnorth and southof Managua(including
Granada,Masaya, Diriamba, Nandaime, León, Chinandegaand Corinto) to be served
by transmissionlines of EmpresaNacional de Luz y Fuerza from the new thermal
plant to be installed by it in Managuaand to be financedout of the proceeds of the
loan providedfor in the loanagreementof evendateherewith betweentheBank and
Empresa Nacional de Luz y Fuerza (Thermal Power Project).

2. The programwill be carried out through the local power distributors in the
communitiesto beserved. To this end, theBorrower shall provide creditsto thedistri-
butorsout of theproceedsof theLoan, on terms andconditions satisfactoryto theBank
and which will adequatelyprotect therights of theBank andtheBorrower. Any funds
in Nicaraguancurrency provided to the distributors by the Borrower for use in the
program shall be provided also on terms and conditions satisfactory to the Bank.
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