
No. 3164

INTERNATIONAL BANK FOR
RECONSTRUCTIONAND DEVELOPMENT

and
NICARAGUA

GuaranteeAgreement— Agricultural DevelopmentProject
(with annexed Loan Regulations No. 4 and Loan
Agreement — Agricultural Devehipment Project —

betweentheBank andInstituto de FomentoNacional).
Signedat Washington,on 26 August 1955

O~cialtext English.

Registeredby the International Bank for Reconstructionand Development on 23
February19~56.

BANQUE INTERNATIONALE POUR
LA RECONSTRUCTION ET LE DEVELOPPEMENT

et
NICARAGUA

Contrat de garantie — Projet relatif an th~veloppement
agricole (avec, en annexe, le Règlcment n°4 sur les
empruntset le Contrat d’emprunt —. Projet relatif an
développementagricole — entrela Banquc et l’In.stftuto
de FomentoNacional). Signé a Washington,le 26 aouIt
1955

Texteofficiel anglais.

Enregistré par Ia Banque internationalepour la reconstruction et le développement
le 23 février 1956.



146 United Nations— Treaty Series 1956

No. 3164. GUARANTEE AGREEMENT’ (AGRICULTURAL
DEVELOPMENTPROJECT)BETWEEN THE REPUBLIC
OF NICARAGUA AND THE INTERNATIONAL BANK FOR
RECONSTRUCTIONAND DEVELOPMENT. SIGNED AT
WASHINGTON, ON 26 AUGUST 1955

AGREEMENT, datedAugust26, 1955,betweenTHE REPUBLIC OF NICARAGUA
(hereinaftercalledtheGuarantor)and INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS by an agreementof even date herewith betweenthe Bank and
Instituto de FomentoNacional (hereinaftercalledthe Borrower),which agreement
andthe schedulesthereinreferredto are hereinaftercalledthe Loan Agreement,2

the Bank hasagreedto maketo the Borrowera loan in variouscurrenciesin an
aggregateprincipal amountequivalentto onemillion fivehundredthousanddollars
($1,500,000),on the terms and conditionsset forth in the Loan Agreement,but
only on conditionthat the Guarantoragreeto guaranteethe paymentof the prin-
cipal, interestandotherchargeson suchloanandthe obligationsof theBorrowerin
respectthereof ; and

WHEREAS the Guarantor,in considerationof theBank’s enteringinto the Loan
Agreementwith theBorrower,hasagreedto guaranteethe paymentof theprincipal,
interest and other chargeson such loan and the obligations of the Borrower in
respectthereof;

Now THEREFORE the partiesheretohereby agreeas follows

Article I

Section1.01. The partiesto this GuaranteeAgreementacceptall the provi-
sionsof Loan RegulationsNo. 4 of theBank datedFebruary15, l955,~(said Loan
RegulationsNo. 4 beinghereinaftercalled the Loan Regulations),with the same
force and effect 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 Guarantorherebyuncondition-

1 Cameinto force on 26 November1955 uponnotification by the Bank to the Government
of the Republicof Nicaragua.

I Seep. 152 of this volume.
Seep. 152 of this volume.
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ally guarantees,asprimary obligor andnotassuretymerely, thedueandpunctual
paymentof the principalof, andthe interestandotherchargeson, the Loan, the
principalof andintereston theBonds,andthepremium,if any,on the prepayment
of the Loan or the redemptionof the Bonds, andthe punctualperformanceof all
the covenantsandagreementsof the Borrower, all as set forth in the Loan Agree-
ment and in the Bonds.

Section2.02. Without limitation or restrictionuponthe provisionsof Section
2.01 of this Agreement,the Guarantorspecifically undertakes,wheneverthereis
reasonablecauseto believethat the funds available to the Borrowerwill be inade-
quate to meet the estimatedexpendituresrequiredfor carrying out the Project,
to makearrangements,satisfactoryto theBank,promptlyto providetheBorrower
or causethe Borrower to be providedwith suchfunds as are neededto meet such
expenditures.

Article III

Section3.01. It is the mutualintentionof the Guarantorand the Bank that
no otherexternaldebt shall enjoy any priority over the Loan by wayof a lien on
governmentalassets. To that end, the Guarantorundertakesthat, exceptas the
Bankshallotherwiseagree,if anylien shall be createdon anyassetsof the Guaran-
tor assecurityfor any externaldebt, suchlien will ipso facto equallyand ratably
securethe paymentof the principalof, andinterestandotherchargeson, the Loan
andthe Bonds,andthat in the creationof anysuchlien expressprovision will be
madeto that effect; provided,however,that theforegoingprovisionsof thisSection
shallnot applyto: (i) anylien createdon property,at the time of purchasethereof,
solelyassecurityfor the paymentof the purchasepriceof suchproperty; (ii) any
lien on commercialgoodsto securea debt maturingnot morethan one yearafter
thedateon which it is originally incurredandto be paid out of the proceedsof sale
of suchcommercialgoods;or (iii) anylien arising in theordinarycourseof banking
transactionsand securinga debt maturing not more thanone year after its date.

The term “assetsof the Guarantor”as usedin this Section includesassetsof
the Guarantoror of any of its political subdivisionsor of any agencyof the Guaran-
tor or of anysuchpolitical subdivision,includingtheBancoNacionalde Nicaragua.

Section3.02. (a) The Guarantorandthe Bank shall cooperatefully to assure
that the purposesof the Loan will be accomplished. To that end, eachof them
shall furnish to the otherall such information as it shall reasonablyrequestwith
regardto the generalstatusof theLoan. On the part of the Guarantor,suchinfor-
mationshall includeinformation with respectto financialandeconomicconditions
in the territories of the Guarantorand the international balanceof payments
position of the Guarantor.

No. 3164



150 United Nations — Treaty Series 11956

(b) The Guarantorand the Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto the purposesof the
Loan and the maintenanceof the service thereof. The Guarantorshall promptly
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 theBank to visit any part of the territoriesof the Guarantorfor
purposesrelatedto theLoan.

Section3.03. The principal of, and interestand other chargeson, the Loan
and the Bonds shall be paid without deductionfor, and free from, any taxesor
feesimposedunder the laws of the Guarantoror laws in effect in its territories
provided, however,that the provisionsof this Section shallnot apply to taxation
of, or feesupon,paymentsunderany Bond to aholder thereofother than theBank
whensuchBond is beneficially ownedby an individual or corporateresidentof the
Guarantor.

Section 3.04. This Agreement,the Loan Agreement and the Bonds shall.
be free from anytaxesor feesthat shallbeimposedunderthe lawsof theGuarantor
or laws in effect in its territorieson or in connectionwith the execution, issue,
delivery or registrationthereof.

Section3.05. The principal of, andinterestand otherchargeson, the Loan
andtheBondsshall be paid free from all restrictionsimposedunderthe laws of the
Guarantoror laws in effect in its territories.

Article IV

Section4.01. The Guarantorshallendorse,in accordancewith the provisions
of the Loan Regulations,its guaranteeon theBondsto be executedanddelivered
by the Borrower. The Ministro de Hacienday Crédito Pi~blicoof the Guarantor
and suchpersonor personsashe shalldesignatein writing are designatedas the
authorizedrepresentativesof the Guarantorfor the purposesof Section6.12 (b) of
the Loan Regulations.

Article V

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

For the Guarantor:

Repdblicade Nicaragua
Ministerio de Hacienday CréditoPdblico
Managua,Nicaragua
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For the Bank:

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

Section5.02. The Ministro de Hacienda y Crédito Pi~blicoof the Guarantor

designatedfor the purposesof Section 8.03of ~theLoan 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.

Republic of Nicaragua
By Guillermo SEVILLA SACASA

Authorized Representative

InternationalBank for ReconstructionandDevelopment
By EugeneR. 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 OTEIER THAN

MEMBER GOVERNMENTS

[Not publishedherein. See United Nations, Treaty Series, Volume 221.]

LOAN AGREEMENT (AGRICULTURAL DEVELOPMENTPROJECT)

AGREEMENT, dated August 26, 1955, betweenINTERNATIoNAL BANK FOR REcoN-

STRUcTION AND DEVELOPMENT (hereinafter called theBank)and INSTITUTO DE FOMENTO
NACIONAL (hereinafter called the Borrower).

Article I

LOAN REGULATIONS

Section1.01. The parties to this Loan Agreement accept all the provisions of Loan

RegulationsNo. 4 of the Bank datedFebruary15, 1955 (said Loan Regulations No. 4
1 Seeabove.
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being hereinaftercalled theLoan Regulations),with thesameforce andeffect as if they
were fully set forth herein.

Article 11

Tua LOAN

Section2.01. TheBank agreesto lend to theBorrower, on theterms and conditions
in this Agreement set forth or referred to, an amount in various currenciesequivalent
to one million five hundredthousanddollars ($1,500,000).

Section2.02. The Bank shall open a Loan Account on its books in the name of
the Borrower and shall credit to such Account the amount of the Loan. The amount
of the Loan may be withdrawn from the Loan Account as provided in, and subject to
the rights of cancellation and suspensionset forth in, the Loan Regulations; provided,
however,that no withdrawalsshall be madefrom the Loan Account in respectof goods
to be incorporatedinto a milk processingplant until the plansfor the constructionof
suchplant andtheuseof suchgoodsin suchplant shall havebeenapprovedby theBank.

Section203. The Borrowershall pay to theBanka commitmentchargeat the rate
of three-fourthsof one per cent (~f~of 1 %) per annum on the principal amount of the
Loan not so withdrawn from time to time.

Section2.04. TheBorrower shall payinterestat the rate of four andone-fourthper
cent (4 1/~,%) per annum on the principal amount of the Loan so withdrawn and out-
standingfrom time to time.

Section2.05. ExceptastheBank andtheBorrowershall otherwiseagree,thecharge
payablefor specialcommitmentsenteredinto by theBankat the requestof theBorrower
pursuantto Section4.02 of theLoan Regulationsshall be at the rate of one-halfof one
percent (1/3 of I %) perannumon theprincipalamountof anysuchspecialcommitments
outstandingfrom time to time.

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

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

Article III

USE OF PROCEEDS OF THE LOAN

Section3.01. The Borrower shall apply or causeto be appliedthe proceedsof the
Loan exclusively to financing the costof goodsrequiredto carryout theProjectdescribed
in Schedule22 to this Agreement. The specific goods to be financedout of theproceeds
of the Loan shall be determined by agreementbetween the Bank and the Borrower,
subject to modification by further agreementbetween them.

1 Seep. 162 of this volume.

~ See p. 164 of this volume.
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Section 3.02. The Borrower shall causeall goods financedout of the proceedsof
theLoanto be imported into the territoriesof the Guarantorand thereto be usedexclu-
sively in thecarrying out of the Project.

Article IV

BONDS

Section4.01. The Borrowershall executeanddeliver Bonds representingthe prin-
cipal amountof the Loan as providedin the Loan Regulations.

Section 4.02. The GeneralManager (Gerente General) of the Borrower, and such
personor personsas he shall appoint in writing aredesignatedas authorizedrepresenta-
tives of the Borrower for the purposesof Section6.12 (a) of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) TheBorrower shall causethe Projectto be carried out with due
diligence and efficiency and in conformity with sound financial practices.

(b) The Borrower shall maintain or causeto be maintainedrecordsadequateto
identify the goods financedout of the proceedsof the Loan, to disclosethe use thereof
in the Project, to recordthe progressof the Project (including the cost thereof) and to
reflect in accordancewith consistentlymaintainedsound accountingpracticesthe financial
condition and operationsof the Borrower, and to separatethe accountsof its banking
activities from theaccountsof its non-bankingactivities; shall enabletheBank’s repre-
sentativesto inspectthe Project, the goodsand any relevant recordsand documents;
and shall furnish to the Bank all suchinformation as theBank shall reasonablyrequest
concerningthe expenditureof theproceedsof theLoan, theProject, thegoods,andthe
financial condition and operationsof the Borrower (including its banking and non-
banking activities).

Section5.02. (a) The Bank and the Borrower shall cooperatefully to assurethat
the purposesof theLoan will be accomplished. To that end, eachof them shall furnish
to theother all suchinformationas it shall reasonablyrequestwith regardto thegeneral
statusof the Loan.

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

Section 5.03. Except as the Bank shall otherwise agree, the Borrower shall not
incur any debtexceptshort-termdebtnot in excessof the aggregateprincipal amount of
2,500,000córdobasat any one time existing and maturing not more than one year after
the date on which such debt is originally incurred; provided, however,that the fore-
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goingprovisionsshall not apply to the incurringof debtthroughutilization, in accordance
with the terms of any credit establishedprior to the dateof this Agreement,of any
unusedamountsavailableunder suchcredit.

Section 5.04. The Borrower undertakesthat, except as the Bank shall otherwise
agree,if any lien shall be createdon any assetsof theBorrower as securityfor any debt,
suchlien will ipso /acto equally andratablysecurethepaymentof theprincipal of, and
interest andother chargeson, the Loan andthe Bonds, andthat in thecreationof any
such lien expressprovision will be madeto that effect; provided, however, that the
foregoingprovisionsof this Sectionshall not apply to (i) any lien createdon property,
at the time of purchasethereof,solely as security for thepaymentof thepurchaseprice
of suchproperty; (ii) any lien on commercialgoodsto securea debtmaturingnot more
than oneyearafter thedateon which it is originally incurredandto be paid out of the
proceedsof saleof such commercialgoods;or (iii) any lien arising in theordinary course
of banking transactionsand securing a debt maturing not more than one year after
its date.

Section5.05. The Borrower shall pay or causeto be paid all taxesor fees, if any,
imposedunderthe lawsof theGuarantoror lawsin effect in the territoriesof theGuaran-
tor on or in connectionwith the execution, issue,delivery or registrationof this Agree-
ment, the GuaranteeAgreementor theBonds, 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, paymentsunder any Bond to a holder thereof
other thantheBank when suchBondis beneficiallyownedby anindividual or corporate
residentof the Guarantor.

Section5.06. The Borrower shall pay or causeto be paid all taxesandfees, if any,
imposedunder the laws of the country or countriesin whosecurrency the Loan and
the Bonds arepayableor lawsin effect in the territoriesof suchcountry or countrieson
or in connectionwith the execution, issue,delivery or registrationof this Agreement,
the GuaranteeAgreementor the Bonds.

Section5.07. Exceptas shall be otherwiseagreedbetweenthe Bank andthe Bor-
rower, theBorrowershall insureor causeto be insuredthe goods financedwith thepro-
ceedsof theLoanagainstrisksincidentto theirpurchaseandimportationinto theterritories
of the Guarantor. Such insuranceshall be consistent with soundcommercialpractice
and shall be payablein dollarsor in thecurrencyin which thecost of tile goodsinsured
thereundershall be payable.

Section 5.08. The Borrower shall make arrangementssatisfactoryto the Bank to
insurethat adequatefacilities will be availableto serviceand repair all machineryand
equipmentpurchasedout of theproceedsof the Loan.

Section5.09. The Borrower shall, if necessaryfor the carryingout of the Project,
makeadequatecredit availableto theusersof machineryand equipmentpurchasedout
of the proceedsof the Loan on termsand conditionssatisfactoryto theBank.
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Section 5.10. The Borrower shall not enter into contractswith distributors of
pasture-improvementequipmentandusersof land-clearingmachineryrelating to equip-
ment or machinerypurchasedout of theproceedsof theLoan, until it hasbeenadvised
that suchcontractsarein form andsubstancesatisfactoryto theBank.

Section5.11. The Borrower shall not, without the consent of the Bank, dir~ctly
or indirectly make investmentsamountingin the aggregateto more than 3,000,000
córdobasat anyonetime in theoperationsof thegrainstoragefacilities of theGuarantor.

Article VI

REMEDIES OF THE BANK

Section6.01. (i) If any eventspecified in paragraph(a), paragraph (b), paragraph
(e) or paragraph(/) of Section5,02of theLoanRegulationsshall occurandshall continue
for a periodof thirty days,or (ii) if any eventspecifiedin paragraph(c) of Section5.02
of the Loan Regulationsshall occur and shall continuefor a period of sixty daysafter
notice thereof shallhave beengivenby theBank to theBorrower, then at any subsequent
time during the continuancethereof, theBank, at its option, may declaretheprincipal
of theLoan andof all theBonds thenoutstandingto be dueand payableimmediately,
andupon any suchdeclarationsuchprincipal shall becomedue andpayableimmediately,

anything in this Agreementor in the Bonds to thecontrarynotwithstanding.

Article VII

MISCELLANEOUS

Section 7.01. The Closing Date shall be December31, 1957.

Section7.02. A datesixty daysafter the dateof this Agreementis herebyspecified
for the purposesof Section 9.04 of the Loan Regulations.

Section 7.03. The following addressesare specified for the purposesof Section
8.01 of the Loan Regulations

For the Borrower

Instituto de FomentoNacional
Managua,Nicaragua

For the Bank

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

No. 3164
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IN WITNESS WHEREOF, the parties hereto, acting through their representatives
thereunto duly authorized,have causedthis Loan Agreementto be signedin their respec-
tive namesand delivered in the District of Columbia, United Statesof America, as of
the day and year first above written.

International Bank for Reconstructionand Development

By Eugene R. BLACK

President

Instituto de Fomento Nacional

By Alfredo J. SACASA

Authorized Representative

SCHEDULE I

AMORTIZATION SCHEDULE

Date PaymentDue

April 1, 1957
October1, 1957
April 1, 1958
October1, 1958
April 1, 1959
October1, 1959
April 1, 1960
October1, 1960
April, 11961
October1, 1961
April 1, 1962

Payment0/
Principal

(expressedin
doltars)

$ 99,000
101,000
103,000
103,000
108,000
110,000
111,000
115,000
117,000
84,000

Principal Amount
Outstanding

Alter Each Pay-
ment(expressed

in dollars(*

$1,500,000
1,401,000
1,300,000
1,197,000
1,094,000

986,000
876,000
765,000
650,000
533,000
449,000

Date PaymentDue

October1, 1962
April 1, 1963
October1, 1963
April 1, 1964 -

October1, 1964
April 1, 1965
October1, 1965
April 1, 1966
October1, 1966
April 1, 1967
October1, 1967

Payment0/
Principal

(expressedin
dollars)*

$86,000
59,000
60,000
44,000
45,000
30,000
30,000
32,000
32,000
15,000
16,000

Principal A mount
Outstandsng

Alter Each Pay-
ment (expressed

in dollars)*

$363,000
304,000
244,000
200,000
155,000
125,000
95,000
63,000
31,000
16,000

* To the extent that any part of the Loan is repayablein a currencyother than dollars
(see Loan Regulations,Section 3.02), the figures in these columns representdollar equivalents
determinedasfor purposesof withdrawal.

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specifiedas the premiumspayableon repaymentin
advanceof maturity of any part of theprincipal amountof theLoanpursuantto Section
2.05 (b) of theLoan Regulationsor on the redemptionof anyBond prior to its maturity
pursuantto Section6.16 of the Loan Regulations

Time of Prepaymentor Redemption Premium
Not more than 1 year before maturity 1/2 %
More than 1 year but not more than 3 years before maturity . ~ %
More than 3 years but not more than 6 years before maturity I %
More than 6 years hut not more than 9 yearsbefore maturity 1 ‘/~%
More than 9 yearsbefore maturity 2 %
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SCHEDULE 2

DESCRIPTION OF TEE PROJECT

The Project forms part of a two-year program of the Borrower for increasingthe
productivity of Nicaragua’sagriculture, and consistsof the importation into Nicaragua
of machinery,equipment,materialsandlivestock for utilization in land-clearing,erosion
control, milk processing,and the improvementof pastureand cattle breedingstock.
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