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No. 4098. GUARANTEE AGREEMENT1 (LOTA PROJECT)
BETWEEN THE REPUBLIC OF CHILE AND THE INTER-
NATIONAL BANK FOR RECONSTRUCTION AND DE-
VELOPMENT. SIGNED AT WASHINGTON, ON 24 JULY
1957

AGREEMENT, dated July 24, 1957, between THE REPUBLIC OF CHILE
(hereinaftercalledtheGuarantor)and INTERNATIONAL BANK FORRECONSTRUCTION

AND DEVELOPMENT (hereinaftercalledtheBank).

WHEREAS by an agreementof even dateherewith betweenthe Bank and
Corporaciónde Fomentode la ProducciónandCompaflIaCarbonfferae Industrial
de Lota (hereinaftercalled the Borrowers), which agreementand the schedules
thereinreferredto arehereinaftercalledtheLoan Agreement,2 theBank hasagreed
to maketo the Borrowers a loan in various currenciesequivalentto nine million
six hundredthousanddollars ($9,600,000),on the terms andconditionsset forth
in theLoanAgreement,butonly on conditionthat theGuarantoragreeto guarantee
the obligationsof the Borrowersin respectof suchloan as hereinafterprovided
and

WHEREAS the Guarantor,in considerationof the Bank’s entering into the
Loan Agreementwith the Borrowers,has agreedso to guaranteesuchobligations
of theBorrowers;

Now THEREFORE the partiesheretoherebyagreeas follows

Article I

Section1.01. The partiesto this GuaranteeAgreementacceptall the provi-
sionsof Loan RegulationsNo. 4 of theBankdatedJune15, 1956,~subject,however,
to the modificationsthereofset forth in Schedule34 to the Loan Agreement(said
Loan RegulationsNo. 4 as so modified being hereinaftercalledthe Loan Regu-
lations),with thesameforce andeffect as if theywere fully set forth herein.

Section1.02. Whereverusedin this GuaranteeAgreement,unlessthe context
shall otherwiserequire, the severalterms defined in the Loan Agreementshall
havethe respectivemeaningsthereinset forth.

Cameinto force on 3 December1957, upon notification by the Bank to the Government
of Chile.

a Seep. 150 of this volume.
Seep. 148 of this volume.

‘ Seep. 176 of this volume.
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Article II

Section 2.01. Without limitation or restrictionupon any of the other cove-
nantson its partin thisAgreementcontained,the Guarantorherebyunconditionally
guarantees,as primary obligor and not as surety merely, the due and punctual
paymentof the principal of, andthe interestandotherchargeson, the Loan, the
principalof andintereston the Notes,andthe premium,if any,on the prepayment
of theLoan or the Notes,all as set forth in the Loan Agreementandin theNotes.

Section2.02. Wheneverthereis reasonablecauseto believethat the funds
available to Fomentowill be inadequateto enableit to carry out its obligations
under the Loan Agreement, the Guarantorundertakesto make arrangements,
satisfactoryto the Bank, promptly to provide Fomentoor causeFomentoto be
providedwith suchfunds as are neededto meet suchobligations.

Article III

Section3,01. It is the mutual intention of the Guarantorand the Bank
that no otherexternaldebtshallenjoy any priority over the Loan by wayof a lien
on governmentalassets. To that end, the Guarantorundertakesthat, except
as the Bank shallotherwiseagree,if any lien shallbe createdon anyassetsof the
Guarantoras security for any externaldebt, suchlien will ipso facto equallyand
ratablysecurethe paymentof the principalof, and interestandotherchargeson,
the Loanandthe Notes,andthat in the creationof any suchlien expressprovision
will be madeto that effect; provided, however,that the foregoingprovisionsof
this Section shallnot apply to : (i) any lien createdon property, at the time of
purchasethereof,solelyassecurity for the paymentof the purchaseprice of such
property; (ii) any lien on commercialgoodsto securea debt maturing not more
than one yearafter the dateon which it is originally incurredandto be paid out
of the proceedsof saleof such commercialgoods; or (iii) any lien arising in the
ordinary course of banking transactionsand securinga debt maturing not more
than oneyearafter its date.

The term “assetsof the Guarantor”as used in this Section includesassets
of the Guarantoror of any of its political subdivisionsor of any agencyof the
Guarantoror of any such political subdivision,including the Banco Central de
Chile.

Section 3.02. (a) The GuarantorandtheBank shall cooperatefully to assure
that the purposesof theLoan will be accomplished. To that end,eachof them
shall furnish to the other all suchinformation as it shallreasonablyrequestwith
regardto the generalstatusof the Loan. On the part of the Guarantor,such
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information shall include information with respect to financial and economic
conditionsin the territories of the Guarantorand the international balanceof
paymentsposition of the Guarantor,

(b) The Guarantorand the Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelating to the purposesof
theLoanandthemaintenanceof theservicethereof. TheGuarantorshallprompt-
ly inform the Bank of anyconditionwhich 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 Bank to visit any part of the territoriesof the Guarantor
for purposesrelated to the Loan.

Section 3,03. The principal of, and interestand other chargeson, the Loan
andthe Notes shall be paid without deductionfor, and free from, any taxesor
fees imposedunder the laws of the Guarantoror laws in effect in its territories
provided,however,that the provisionsof this Sectionshall not apply to taxation
of, or fees upon, paymentsunder any Note to a holder thereof other than the
Bank whensuchNote is beneficially ownedby an individual or corporateresident
of the Guarantor.

Section3.04. This Agreement, the Loan Agreement, the Notes and the
Mortgageshall be freefrom anytaxesor fees that shall be imposedunder the laws
of the Guarantoror laws in effect in its territorieson or in connectionwith the
execution,issue,delivery, registration,recordationor filing thereof.

Section3.05. The principal of, andinterestandotherchargeson, the Loan
and the Notes shall be paid free from all restrictionsimposedunder the laws of
the Guarantoror laws in effect in its territories.

Section 3.06. The Guarantorshall not take or permit any of its political
subdivisionsor agenciesto take any action which would prevent or interfere
with the performanceby the Borrowers of any of the covenants,agreementsand
obligationsof the Borrowersor eitherof them,in the Loan Agreementcontained,
andwill take or causeto be takenall reasonableactionwhich shall be necessary
in order to enable the Borrowers to perform such covenants,agreementsand
obligations. To implementtheseobligations the Guarantorby letter of evendate
herewithsignedby the Ambassadorof Chile to the United Stateshasoutlinedits
policy of assuringfree marketpricesfor the sale of coal without interventionby
the Government.

Article IV

Section 4.01. In accordancewith the provisionsof the Loan Agreement,the
Guarantorshall endorseits guaranteeon the Notesto be executedanddelivered
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by the Borrowers. The Minister of Financeof the Guarantorandsuchpersonor
personsas he shall appointin writing are designatedas authorizedrepresentatives
of the Guarantorfor the purposesof signatureof the guaranteeon the Notes.
Thesignatureof anysuchrepresentativemay be facsimilesignatureif suchguaran-
teeis alsocountersignedmanuallyby anauthorizedrepresentativeof theGuarantor.
If any authorizedrepresentativeof the Guarantor whose manual or facsimile
signatureshall be affixed to anysuchguaranteeshall ceaseto be suchauthorized
representative,the Note on which such guaranteeis endorsedmay nevertheless
be delivered under the Loan Agreementand such guaranteeshall be valid and
binding on the Guarantoras thoughthepersonwhosemanualor facsimilesignature
shall havebeenaffixed to such guaranteehad not ceasedto be such authorized
representative.

Article V

Section 5.01. If the Guarantor shall default in the performanceof any
agreementon its part in this GuaranteeAgreementcontained,the Bank, at its
option, may by noticeto the Guarantorrequirethat the Guarantorpay the prin-
cipal amountof all the Notes which shall then be outstandingand unpaid,and
the interest accruedand unpaid thereonto the date of payment thereof, and
forthwith upon the giving of suchnotice suchprincipal andinterestshall become
immediately due and payable by the Guarantor, anything in this Guarantee
Agreement, the Loan Agreement, the Mortgage or the Notes to the contrary
notwithstanding.Suchprincipal and interest in respectof any Noteshall be paid
at the place designatedin the Note for the paymentof principal thereof and
interestthereon,upon surrenderof suchNote at said place,accompaniedby such
instrumentsof assignmentas shall be necessaryto vest in the Guarantorall the
right, title andinterest of the holder thereof. If and when any such Note shall
havebeenso surrenderedandsuch payment shall havebeenmadewith respect
thereto,the Guarantorshall succeedto all rights of the holderof suchNote there-
underandunderthe Mortgage;provided,however,that nothinghereincontained
shall be deemedto conferupon the Guarantoror any successorin interest to the
Guarantorany right to declarethe principal of any such Note to be due and
payableby the Borrowersor to require payment thereof prior to the maturity
datespecifiedtherein,exceptupontheoccurrenceof aneventof defaultasprovided
in theMortgage; andprovidedfurther thatneithertheGuarantornor anysuccessor
in interest to the Guarantorshall succeedto any right of any such holderunder
anyguaranteeby the Bank. The exerciseby the Bank of its right hereunderto
requirepaymentby the Guarantorof the principal of, and intereston, the Notes
shallnot impair or affect any right of the Bank under the Loan Agreementin
respectof the commitment chargeor service chargeon the Loan or any other
right, poweror remedywhich the Bank may haveunder this GuaranteeAgree-
ment or the Loan Agreement,none of which shall accrueto the Guarantorby
reasonof suchpaymentby it.
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Article VI

Section6.01. The following addressesare specified for the purposes of
Section8.01 of the Loan Regulations

FortheGuarantor:

The Republicof Chile
do Corporaciónde Fomentode la Producción
37 Wall Street
New York, New York
United Statesof America

For theBank:

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

Alternativeaddressfor cablegramsandradiograms:

Intbafrad
Washington,D. C.

Section6.02. The Minister of Financeof the Guarantoris designatedfor the
purposesof Section8.03of the LoanRegulations.

IN WITNESS WHEREOF, the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis GuaranteeAgreementto be signed
in their respectivenamesanddeliveredin the District of Columbia,United States
of America,as of the dayand year first abovewritten.

The Republicof Chile:

By M. PUGA

AuthorizedRepresentative

InternationalBankfor ReconstructionandDevelopment:

By W. A. B. ILIFF

Vice President

INTERNATIONAL BANK FOR REcoNsTRucTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 JUNE 1956

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

MEMBER GOVERNMENTS

[Not publishedherein. SeeUnited Nations,Treaty Series,Vol. 260,p. 376.]
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LOAN AGREEMENT (LOTA PROJECT)

AGREEMENT, dated July 24, 1957, between INTERNATIONAL BANE FOR RECON-
STRUCTION AND DEVELOPMENT, party of the first part (hereinaftercalled the Bank) and
CORPORAcIóNDE FOMENTO DE LA PRODUCCI6NandCOMPAfifA CARBONfFERA E INDUSTRIAL
DE LOTA, partiesof the secondpart (hereinafter called the Borrowers).

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. The parties to this Loan Agreementacceptall the provisions of Loan
RegulationsNo. 4 of theBank datedJune 15, 1956, ‘subject, however,to themodifications
thereof set forth in Schedule32 to this Agreement (said Loan Regulations No. 4 as so
modified beinghereinaftercalled the Loan Regulations),with the same force and effect
asif they were fully set forth herein.

Section1.02. Whereverusedin this Agreement,unlessthecontextshall otherwisere-
quire, the following terms shall have the following meanings:

(a) “Fomento” meansCorporaciOnde Fomentode la ProducciOn,one of the parties
of the secondpart hereto;

(b) “Company” meansCompaflIaCarboniferae Industrial deLota, one of the parties
of the secondpart hereto;

(c) “Mortgage” meansany and all security instruments if and when executedand
delivered to the Bank by the Company pursuantto the provisions of Article V of this
Agreement

(d) “Notes” means notes executedand delivered by Fomento and the Company
pursuant to the provisions of this Agreement;and such term includes any such notes
issuedin exchangefor, or on transferof, Notes ashereindefined;

(e) “Representative”meansthe agentappointedpursuantto Section5.03 (a) of this
Agreement,together with any successoragentor agents.

Article II

THE LOAN

Section2.01. TheBank agreesto lend to the Borrowers,on the termsand conditions
in this Agreementset forth or referredto, an amount in variouscurrenciesequivalent to
nine million six hundred thousanddollars ($9,600,000).

Section2.02. TheBank shallopena LoanAccounton its booksin the namesof the
Borrowersand shall credit to suchAccount the amount of the Loan. The amount of the
Loan maybe withdrawn from the Loan Account asprovided in, andsubject to the rights
of cancellation and suspensionset forth in, the Loan Regulations.

Section2.03. The Borrowersshall pay to theBank a commitmentchargeat therate
of three-fourthsof one per cent (~/~of 1 %) per annumon the principal amount of the

1 Seep. 148 of this volume.
~ Seep. 176 of this volume.
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Loan not so withdrawn from time to time. Suchcommitmentchargeshall accruefrom
adatesixtydaysafterthedateof thisAgreementtotherespectivedatesonwhichamounts
Shall be withdrawnby the Borrowers from the Loan Accountas providedin Article IV
of the Loan Regulationsor shall be cancelledpursuantto Article V of the Loan Regula-
tions.

Section2.04. TheBorrowers shallpay interestat the rateof five andthree-fourths
per cent (53/ %) perannumon the principal amountof the Loan sowithdrawnandout-
standingfrom time to time.

Section2.05. Except as the Bank and the Borrowers shall otherwiseagree, the
chargepayablefor specialcommitmentsenteredinto by the Bank at therequestof the
Borrowers pursuantto Section4.02of the Loan Regulationsshall be at the rateof one-
half of one per cent (1/a of I %) per annumon theprincipal amountof anysuchspecial
commitmentsoutstandingfrom time to time.

Section2.06. Interestandotherchargesshall be payablesemi-annuallyon April 15
and October 15 in eachyear.

Section2.07. The Borrowersshall repay the principal of the Loan in accordance
with the amortizationschedulesetforth in Schedule1’ to this Agreement.

Article III

Usz OF PROCEEDS OF THE LOAN

Section3.01. The Borrowers shall apply or causethe proceedsof the Loan to be
appliedexclusivelyto financingthecost of goodsrequiredto carry out the Projectdes-
cribed in Schedule21 to this Agreement. The specific goodsto be financedout of the
proceedsof the Loan and the methodsof andproceduresfor procurementof suchgoods
shall bedeterminedby agreementbetweentheBank andtheCompany,subjectto modi-
fication by furtheragreementbetweenthem. The Companyshall deliverto Fomentoa
copyof the original list of goodsandshall, on orbeforethe dateon which it shall submit
any proposedchangein suchlist to the Bank, notify Fomentoof suchproposedchange.

Section3.02. The Borrowers shall causeall goodsfinancedout of the proceedsof
the Loan to be importedinto the territoriesof the Guarantorand thereto be usedexclu-
sively in the carryingout of the Project.

Article IV

NOTES

Section4.01. The Borrowersshall executeand deliverNotes representingthe prin-
cipal amountof theLoan andhaving the guaranteeof the Guarantorendorsedthereon,
ashereinafterprovided.

Section4.02. The paymentof theprincipal of any Notesshall pro tanto discharge
theobligation of theBorrowersto repaytheprincipal of the Loan; and thepaymentof

‘ Seep. 174 of this volume.
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interest on any Notes and of the servicecharge,if any, provided for in Section4.04, shall
pro tanto dischargethe obligation of the Borrowersto pay intereston the Loan.

Section4.03. If andastheBankshall from time to time request,theBorrowersshall,
as soon aspracticable and within suchperiodnot less than60 daysafter the date of any
requestthereforastheBankshall specifyin suchrequest,executeanddeliverto or on the
order of the Bank Notes in the aggregateprincipal amountspecifiedin suchrequest, not
exceeding,however, the aggregateprincipal amount of the Loan which shall have been
withdrawn and shall be outstandingat thetime of suchrequestandfor which Notes shall
not theretoforehavebeenso deliveredor requested.

Section4.04. The Notes shall bear interest at suchrate or rates asthe Bank shall
request, not in excess,however,of therateof intereston the Loan. If the rate of interest
on anyNote shall be less than the rate of intereston the Loan, theBorrowersshall, in
addition to the interestpayableon suchNote, pay to the Bank a servicechargeon the
principal amountof the Loan representedby suchNote at a rate equalto thedifference
betweenthe interest rate on the Loan and the interest rate on suchNote. Suchservice
chargeshall be payableon the dateson which and in the currencyin which suchinterest

is payable.

Section4.05. The Notesshall be payableas to principal and interest in the several
currenciesin which the Loanis repayable. EachNotedeliveredpursuantto any request
under Section 4.03 shall be payable in suchcurrencyas theBank shall specify in such
requestexceptthat theaggregateprincipal amountof Notespayablein any currencyshall

at no time exceedthe outstandingamount of the Loan repayablein suchcurrency.

Section4..06 The maturities of the Notes shall correspond to the maturities of
instalmentsof the principal amountof the Loanset forth in ScheduleI to this Agreement.
The Notesdeliveredpursuantto any requestunderSection4.03shall havesuchmaturities
as the Bank shall specify in such requestexcept that the aggregateprincipal amount of
Notesof anymaturity shall atno time exceedthecorrespondinginstalmentof theprincipal
amount of the Loan.

Section4.07. EachNote shall bepayableto suchpayeeor payees,and at suchplace
within the country in which the Note is payable,as the Bank shall specify, and shall be
dated the interest payment date next preceding the date of its delivery. Upon any
delivery of Notes appropriateadjustmentshall be madeso that thereshall be no lossto
the Bank or to the Borrowers in respectof commitment charge or interest and service
charge, if any, on the principal amount of the Loan representedby suchNotes.

Section4.08. Notespayablein dollars shall be substantially in the form set forth
in Schedule5-a’ to this Agreement. The form of guaranteeto beendorsedby the Guar-
antorupon the Notesshall be substantiallyas set forth in Schedule5-b2 to this Agree-
ment. Notespayablein any currencyother than dollars and the guaranteeendorsed
thereon shall be substantially in the forms set forth in Schedules5-a and 5-b to this

1 Seep. 180 of this volume.
* Seep. 186 of this volume.
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Agreementexcept that they shall (a) provide for principal, interest and premium on
prepayment,if any, in suchother currency,(b) provide for suchplaceof paymentas the
Bank shall specify, and (c) containsuchothermodificationsastheBank shall reasonably
requestin orderto conformto the lawsor to the financial usageof theplacewherethey
arepayable.

Section4.09. The Borrowersshall authorizethe issuanceof Notesin suchdenomi-
nations as the Bank shall reasonablyrequest. The Notes delivered pursuantto any
requestunderSection4.03 shall be in suchauthorizeddenominationsas theBank shall
specify in suchrequest.

Section4.10. The Borrowersshall, assoon aspracticableafter theBank shall so
request,executeanddeliverto or on theorderof theBank, in exchangefor Notesthere-
toforeexecutedanddeliveredto it, newNotesin accordancewith thefollowing provisions:

(a) Notesbearinginterestatoneratemaybeexchangedfor Notesbearinginterestat
anyotherrate notin excessof therateof intereston theLoan. TheBankshall reimburse
theBorrowers for the reasonablecost of any suchexchange.

(b) Notesin largedenominationsmaybe exchangedwithout chargeto theBank for
Notesin smallerdenominationsfor purposesof saleby theBank.

The foregoingrights of exchangearein addition to anyrights of exchangeprovided
in theNotes. Exceptas in this Sectionexpresslyprovided,exchangesof Notespursuant
to this Sectionshall be subjectto all provisionsof theNotesrelatingto exchanges.

Section4.11. The VicepresidenteEjecutivo of Fomentoandsuchpersonor persons
as he shall appoint in writing andthe GerenteGeneralof theCompanyand suchperson
or personsasheshall appoint in writing aredesignatedasauthorizedrepresentativesof
Fomentoand theCompany, respectively,for the purposesof signatureof the Notesin
thenameandon behalf of Fomentoandof the Company,respectively. The signature
of any suchrepresentativemaybe a facsimile signatureif the Notesarealso manually
countersignedby an authorizedrepresentativeof Fomentoand of the Company,res-
pectively. If anyauthorizedrepresentativeof Fomentoorof theCompanywhosemanual
or facsimilesignatureshall be affixed to any Note shall ceaseto be suchauthorizedre-
presentative,suchNote mayneverthelessbe delivered,andshall be valid andbinding on
FomentoandtheCompanyasthoughthepersonwhosemanualor facsimilesignatureshall
havebeenaffixed to suchNotehadnot ceasedto be suchauthorizedrepresentative.

Section4.12. The Company, on behalfof theBorrowers, shall maintain,or causeto
be maintained,books for the registrationand transfer of Notes.

Section4.13. If the Bank shall sell any Note and shall guaranteeany payment
thereunder,theBorrowersshall reimbursethe Bank for any amountpaid by theBank
undersuchguaranteeby reasonof anyfailureof theBorrowersandtheGuarantorto make
paymentin accordancewith the termsof suchNote.

Section4.14. (a) The Notesshall be subjectto prepaymentprior to their maturity
by theBorrowersin accordancewith theirterms,at apriceequalto theprincipalamount
thereofplus theinterestaccruedandunpaidthereonto thedatefixed for theprepayment
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thereofplus asapremiumthepercentagesof saidprincipalamountspecifiedin ScheduleI
to this Agreement.

(b) If any Note so to be prepaidshall bearinterestat a rate less than the rate of
intereston theLoan, theBorrowersshall pay to theBank on thedatefixed for prepay-
ment theservicechargeprovidedfor in Section4.04accruedandunpaidto suchdateon
the principal amount of the Loan representedby suchNote.

Section4.15. No holder(otherthantheBank) of anyNoteshall, by virtue of being
the holderthereof, be entitled to exerciseanyrights under the Loan Agreementor the
GuaranteeAgreementor be subjectto any of theconditionsor obligationsimposedupon
theBank thereby. The provisionsof this Sectionshall not impair or affect any rights
or obligationsunderthe termsof anyNote or of any guaranteeendorsedthereon.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrowers shall carry out the Project or causethe Project
to be carried out with due diligence andefficiencyandin conformity with soundengineer-
ing, mining and financial practices.

(b) The Companyshall furnish to the Bank, promptly upon their preparation,the
plansandspecificationsandconstructionanddevelopmentschedulesfor theProjectand
any material modificationssubsequentlymadetherein, in suchdetail as theBank shall
from time to time request.

(c) The Borrowersshall maintain or causeto be maintainedrecordsadequateto
identify thegoodsfinancedout of theproceedsof the Loan,to disclosetheusethereofin
the Project, to record the progressof the Project (including thecost thereof), to reflect
in accordancewith consistently maintainedsoundaccountingpracticesthe operations
and financial condition of the Company, the financial condition of Fomentoand the
operationsof Fomento in connection with the Project; shall enablethe Bank’s repre-
sentativesto inspectthe Project,thegoodsandanyrelevantrecordsanddocuments; and
shall furnish or causeto be furnishedto theBank all suchinformation astheBankshall
reasonablyrequestconcerningthe expenditureof theproceedsof the Loan, the Project,
thegoods,theoperationsandfinancial condition of theCompany,the financial condition
of Fomentoandtheoperationsof Fomentoin connectionwith theProject.

Section5.02. (a) The Bank andtheBorrowersshall cooperatefully to assurethat
thepurposesof the Loanwill be accomplished. To that end, eachof themshall furnish
to any otherof themall suchinformationasit shall reasonablyrequestwith regardto the
generalstatusof the Loan.

(b) The Bank and the Borrowersshall from time to time exchangeviews through
their representativeswith regardto mattersrelatingto thepurposesof theLoan andthe
maintenanceof theservice thereof. The Borrowersshall promptly inform theBank of
any conditionwhich interfereswith, or threatensto interferewith, theaccomplishmentof
the purposesof the Loan or themaintenanceof theservicethereof.
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Section5.03. Prior to the Effective Datethe Companyshall takesuchactionand
executesuchinstruments (hereincalled the Original Mortgage)asshall be necessaryto
constitute in favor of the Bank, of the holders from time to time of theLoan andthe
Notesandof theRepresentativea hipotecay prendaindustrialof the first gradeunderthe
laws of The Republicof Chile on so muchof thepropertydescribedin Schedule4’ to this
Agreementasshall be ownedby the Companyat the dateof executionof the Original
Mortgage. The Company shall thereafterfrom time to time within sixty days after
receiptof a requestfrom theBank or from theRepresentativeexecuteanddeliver such
supplementalsecurity instruments (herein called SupplementalMortgages)as may be
requiredto constitutea valid andeffective hipotecay prendaindustrial of the first grade
underthe laws of The Republicof Chile coveringsuchpropertydescribedin Schedule4
to this Agreementasis specifiedin the requestreceivedfrom theBankor from theRepre-
sentative. The instrumentor instrumentsconstitutingthe Mortgageshall in any event
contain provisionsto the following effect:

(a) The Bank shall designate,and the Companyand Fomentoshall join with the
Bankin appointingan agentwho shall havetheexclusiveright on the termsprovidedin
the instrumentof appointmentto representthe holders from time to time of theLoan
andtheNotesin all mattersrelatingto or arisingout of theMortgageor theenforcement
of any rights thereunder. Thetermsof appointmentof theRepresentativeshall include
provisionsentitling the Representativeto takeaction underthe Original Mortgageand
underany SupplementalMortgageat the requestof, or with the consentof, the holders
from time to time of not lessthan fifty per cent,aggregateprincipal amount,of theLoan
andtheNotesoutstanding. Thecostsandfeesof theRepresentativeshall be paidby the
Company.

(b) Noteswhichshall havebeenexecutedanddeliveredandtheportion of theLoan
not evidencedby Notesshall besecuredby the liens of theMortgageequallyandratably
in proportionto theaggregateamountof Notesand of theLoan not evidencedby Notes
outstanding,without preference,priority or distinction in respectof any part of the
Notesoverany otherNotesor overanyportion of theLoannot evidencedby Notesor of
anyportion of theLoannot evidencedby Notesoverany Notesoroverany otherportion
of theLoannotevidencedby Notesby reasonof thedateof execution,deliveryor maturity
thereof, or otherwise.

(c) TheCompanyshall agreethat it will not disposeof or furtherencumberproperties
subjectto the liens of theMortgagewithout theconsentof theRepresentative;provided,
however,that without suchconsenttheCompanymay (i) grant to Fomentoa hipotecay
prendaindustrial of a gradeinferior to theMortgage; and(ii) sell or otherwisedisposeof
any propertywhich shall havebecomeworn-out, obsoleteor otherwiseunsuitablefor use
in its operations;that it will pay all taxeswhich might, if unpaid,result in liens on, or
preferentialclaimsagainst,any of thepropertiessubjectto theliens of theMortgage; that
it will maintainandrenewsuchproperties;andthat it will keepsuchpropertiesinsured
in suchamounts,againstsuchrisks andwith suchcompaniesasshall be satisfactoryto the
Representative.

1 Seep. 180of this volume.
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Section5.04. (a) TheCompanyshall registerandreregister,recordandrerecordand
file andrefile theMortgagein all suchjurisdictionsandofficesasmaybe requiredin order
that the rights and remediesof theBank, of the holdersfrom time to time of theLoan
andtheNotesandof theRepresentativemay be established,maintained,confirmedand
protected.

(b) Promptly after executionand delivery of the Original Mortgageand of each
SupplementalMortgagetheCompanyshall furnishto theBankandto theRepresentative
evidencesatisfactoryto theBank andto theReperesentativethat theOriginalMortgage
or the SupplementalMortgage, as the casemay be, hasbeenduly recordedor filed in
accordancewith applicableChilean law in all such offices and jurisdictions as may be
requiredunderChilean law to constitute suchinstrumenta valid and binding first lien
madeby theCompanyin favorof theBank,of theholdersfrom time to time of theLoan
and the Notesandof the Representative.

Section5.05. Within 90 daysafter executionof the Original Mortgageand of any
SupplementalMortgage,theCompanyshall furnishto theBankandto theRepresentative
an opinion or opinions satisfactoryto the Bank and to the Representativeof counsel
acceptableto theBank that theOriginalMortgageor SupplementalMortgage,as thecase
maybe,hasbeenduly executedanddelivered;that it hascreatedavalid lien underthe
laws of The Republicof Chile enforceablein accordancewith its terms; that it hasbeen
duly registered,recordedor filed in all offices or jurisdictions requiredin orderto make
it a valid and enforceablefirst lien; and that at the dateof the Original Mortgageor
SupplementalMortgage,asthecasemaybe, andat thedateof theregistration,recordation
or filing thereoftheCompanyhadvalid title to thepropertydescribedin suchinstrument
free of all liens andencumbrancesotherthan the liens of theMortgage.

Section5.06. ExceptastheBankshall otherwiseagree,theCompanyshall reportto
theBankandto theRepresentativeat intervalsof six monthsafter thedateof execution
of the Original Mortgageall propertydescribedin Schedule4 to this Agreement,together
with additions,replacementsor improvementsto suchproperty,which hasbeenacquired
by theCompanyandwhich hasnot yet beensubjectedto the liens of theMortgage.

Section5.07. The Companyundertakesthat, except as the Bank shall otherwise
agree,no liens otherthanthe liens of the Mortgageshallafterthe dateof this Agreement
be createdor maintainedon anyof its assetsas securityfor any debt; provided,however,
that the foregoingprovisions of this Sectionshall not apply to (1) any lien createdon
propertyatthe time of purchasethereofsolelyassecurityfor thepaymentof thepurchase
priceof suchproperty; (ii) anylien of a gradeinferior to that of theMortgagecovering
assetssubjectto thelien of theMortgageandgrantedin favorof Fomento;and (iii) any
lien on assetsotherthanassetssubjectto the lien of theMortgageandwhichfalls within
anyof the following categories:(a) anylien on commercialgoodsto secureadebtmaturing
by its termsnot more than oneyearafter thedateon whichit is originally incurredand
to bepaidout of theproceedsof saleof suchcommercialgoods; (b) anylien createdin the
ordinary courseof the Company’sbusinessto securea debt maturing by its termsnot
more than oneyearafter its date; (c) anylien incurredin thenormal courseof theCom-
pany’soperationsto securecompliancewith theobligationsof theCompanyderivedfrom
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theCodigo delTrabajo or from otherlaws of asocialcharacter;(d) any guaranteesgiven
to securecompliancewith commercialobligationsincurredin theordinary courseof the
Company’sbusiness.

Section5.08. The Companymayincur (1) debt to Fomentoasa result of financial
needsof theCompanyin connectionwith theProject,(2) short-termdebtin the ordinary
courseof businessto coverworkingcapitalneedsof theCompanyand(3) short-termdebt
in anticipationof theCompany’sborrowing from theBank or from Fomentoto finance
needsof theCompanyin connectionwith theProject; providedthat suchdebt shall be
repaidpromptly upon receiptof fundsby theCompanyfrom theLoanor from Fomento.
Exceptas the Bank shall otherwise agree,however: (a) The Companyshall not until
December31, 1962or until constructionof theProjectshall havebeencompleted,which-
evershall bethe later, incur anyotherinterest-bearingdebt. (b) ThereaftertheCompany
shall not incurany interest-bearingdebt in additionto debt of the typeslistedin (1), (2)
and(3) aboveotherthanlong-termdebtandthenonly if afterthe incurringof suchlong-
term debt the long-termdebt of the Company would not exceedthe total capitaland
surplusof theCompany. Forpurposesof this Section: (i) The term “debt” shall include
loans or creditscontractedwhetheror not drawn down, togetherwith debt assumedor
guaranteed,but shall not include contingentliabilities incurredin the ordinary course
of businessthrough discount of accountsreceivable. (ii) “Short-termdebt” shall mean
debt maturing by its terms within one year after the date on which it is incurred and
shall includepaymentson fundeddebtfalling dueduringsuchperiodbut shall not include
debtcoveredby writtenagreementsto renewfor periodsin excessof oneyear. (iii) “Long-
termdebt” shall includeall debtother than short-termdebt. (iv) “Capital andsurplus”
shall meancapitalandsurplusdeterminedin accordancewith soundaccountingpractices.
(v) The equivalentin currencyof theGuarantorof amountsof debtpayablein any other
currencyshall be determinedon the basisof the rate of exchangewhichat the time of
suchdeterminationis availableto theCompanyfor thepurchaseof suchother currency
for debt service.

Section5.09. Exceptas the Bank shall otherwiseagree:

(1) The Companyshall not makeanydistribution of propertyto its shareholdersor sell
any assetsto them at lessthan marketvalue.

(2) TheCompanyshall not until December31, 1962or until constructionof theProject
shall havebeencompleted,whichevershall be the later, declareany cashdividends
or acquire any of the outstandingstock of the Company for a consideration if the
aggregateamountexpendedfor suchpurposesafter June30, 1957, plusthat required
for suchpurposeswould be greaterthan20 % of the availablenetprofit of theCom-
pany on thedateof declarationof suchdividend or paymentfor stock.

(3) The Companyshall not declareany cashdividendsor acquireany of theoutstanding
capital stock of the Company for a considerationif, on the assumptionthat such
dividendwerepaid on thedateof declarationor asaresultof theacquisitionof stock,
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the net working capitalin thehandsof theCompanywould be reducedto anamount
less than162/ % of thevalueof coal raisedfor saleduring thepreceding12 calendar
months.

For purposesof this Section:The term “availablenet profit” shall meanthe gross
earningsaccumulatedafter December31, 1956 from all sources,determinedin accordance
with soundbusinessandmining practices,lessaccumulatedoperatingandadministrative
expenses,allowancesfor depreciationand depletion and other normal chargesagainst
earnings,including participationsof employeesandmanagementin earnings,intereston
debt, taxesand amountsallocatedto reservesin accordancewith soundbusinessand
mining practices. The term “net working capital” shall mean the excessof current
assets(cashand thoseassetswhich in the regularcourse of businesscanbe readily con-
verted into cash)over current liabilities. The term “current liabilities” covers those
obligations payablewithin one year, including paymentson funded debt falling due
during suchperiodbut excludingshort-termcreditsto theextentthat theyarecoveredby
written agreementsto renewfor periodsin excessof oneyear. The “value of coal raised
for sale”shallbe thegreaterof (a) theactualgrossproceedsof salesof coalor (b) anamount
determinedby subtractingfrom thegrosstonnageof coalminedtheamountsusedby the
Companyfor its own consumptionand multiplying the remainderby the marketprice
per ton of coal prevailing at thedateof thecalculation.

Section5.10. ExceptasshallbeotherwiseagreedbetweentheBankandtheBorrow-
ers, the Companyshall take out or causeto be takenout andmaintain or causeto be
maintainedsuchinsurance,againstsuchrisksand in suchamounts,asshall be consistent
with soundbusinesspractices. Insurancecovering marine and transit hazardson the
goodsfinancedoutof theproceedsof theLoanshall bepayablein dollarsor in thecurrency
in which the cost of the goodsinsuredthereundershall be payable.

Section5.11. (a) The Companyshall at all times takeall stepsnecessaryto main-
tain its corporateexistenceandright to carryon operationsandshall, exceptastheBank
shall otherwiseagree,takeall stepsnecessaryto maintain andrenewall rights, powers,
privileges,franchisesandconcessionswhich arenecessaryor usefulin theconductof its
business.

(b) The Companyshall operateits undertakingandconductits affairsin accordance
with soundbusiness,mining and financial practicesandshall operate,maintain, renew
andrepairits plants,machinery,equipmentandpropertyas requiredin accordancewith
soundengineeringand mining practices. To implementsuchobligationsthe Company
shall calculateits depreciationchargesin accordancewith reasonableformulaedesigned
to cover replacementcosts and shall strengthen its technical staff, improve supervision
at the facesandestablisha planningdepartment.

(c) At thedateof this AgreementtheCompanyhaspresentedto theBankanoutline
of its proposedmine developmentprogramfor theperiod1957 through 1962. The Corn-
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pany shall consult with the Bank from time to time concerningthe progressof such
programandany proposedchangesthereinandextensionsthereto.

Section5.12. Wheneverthereis reasonablecauseto believethat the fundsavailable
to the Company will be inadequateto meet the estimatedexpendituresrequired for
carryingout theProject,theCompanyshall notify theBank, FomentoandtheGuarantor
of theestimatedshort-fall, andFomentoundertakesto makearrangementssatisfactory
to theBank promptly, by meansof credits, loans, guaranteesor otherwise, to provide
the Companyor causethe Companyto be provided with suchfunds asare neededto
meetsuchexpenditures.

Section5.13. Fomentoundertakesthat, except as the Bank shall otherwiseagree,
if any lien shall becreatedon any assetsof Fomentoas securityfor any externaldebt,
suchlien will ipso facto equally andratablysecurethepaymentof theprincipal of, and
interestand other chargeson, theLoan andtheNotes, andthat in the creationof any
suchlien expressprovisionwill be madeto thateffect; provided, however,that the fore-
going provisions of this Sectionshall not apply to: (i) any lien createdon property,
at the time of purchasethereof,solelyassecurity for thepaymentof thepurchaseprice
of such property; (ii) any lien on commercialgoods to securea debt maturing by its
termsnot more thanone year after the dateon which it is originally incurred and to be
paid out of the proceedsof saleof suchcommercialgoods;or (iii) any lien createdin the
ordinary course of Fomento’sbusinessto securedebtmaturing by its terms not more
than one year afterthe dateon which it is incurred.

Section5.14. The Borrowersshall pay or causeto be paid all taxesor fees, if any,
imposedunderthe laws of the Guarantoror laws in effect in the territoriesof the Guar-
antoron or in connectionwith theexecution,issue,deliveryor registrationof this Agree-
ment, the GuaranteeAgreement,the Notesor the Mortgage,or the paymentof principal,
interest or other chargesthereunder;provided, however, that the provisionsof this
Sectionshall notapply to taxationof, or feesupon,paymentsunderany Noteto a holder
thereofotherthan the Bank whensuchNote is beneficially ownedby an individual or
corporateresidentof the Guarantor.

Section5.15. TheBorrowersshall pay or causeto be paid all taxesand fees, if any,
imposedunderthe lawsof the countryor countriesin whosecurrencytheLoanand the
Notesarepayableor laws in effect in theterritoriesof suchcountryor countrieson or in
connectionwith the execution, issue, delivery or registrationof this Agreement, the
GuaranteeAgreement,theNotesor the Mortgage.

Article VI

REMEDIES OF THE BANIC

Section0.01. (i) If anyeventspecifiedin paragraph(a), paragraph(b), paragraph(e)
or paragraph(/) of Section5.02 of the Loan Regulationsshall occurandshall continue
for a periodof thirty days,or (ii) if any eventspecifiedin paragraph(c) of Section5.02
of the Loan Regulationsshall occurand shall continuefor a periodof sixty days after
noticethereofshall havebeengiven by the Bank to theBorrowers,or (iii) if any event
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specifiedin paragraph(j) or paragraph(k) of Section5.02 of theLoan Regulationsshall
occurand be continuing, thenat anysubsequenttime during the continuancethereof,
theBank, at its option, may declaretheprincipal of theLoan andof all theNotesthen
outstandingto be due and payableimmediately, andupon any suchdeclarationsuch
principal shall becomedueand payableimmediately, anything in this Agreementor in
the Notesto the contrarynotwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section7.01. The following eventsare specified as additional conditions to the
effectivenessof this Agreementwithin the meaningof Section 9.01 (a) (ii) of the Loan
Regulations:

(a) FomentoandtheCompanyshall haveenteredinto anagreementsatisfactoryto
the Bank wherebyFomentoagreesto makeavailableto theCompanyfunds neededto
carry out the Project,and suchagreementshall haveenteredinto force.

(b) TheCompanyshall haveduly executedanddeliveredandregistered,recordedor
filed the Original Mortgagein accordancewith applicableChileanlaw.

Section7.02. Thefollowing arespecifiedas additional matters,within the meaning
of Section9.02(e) of theLoanRegulations,to beincludedin theopinionor opinionsto be
furnishedto the Bank:

(a) That theagreementbetweenFomentoandthe Companyreferredto in Section
7.01 (a) aboveis a valid andenforceableagreementin accordancewith its terms.

(b) The mattersrelatingto the Original Mortgagesetforth in Section 5.05 to this
Agreement.

Section7.03. A date90 daysafter the dateof this Agreementis herebyspecified
for the purposesof Section9.04 of theLoan Regulations.

Article VIII

MISCELLANEOUS

Section8.01. The ClosingDateshall be June30, 1962.

Section8.02. The following addressesarespecifiedfor thepurposesof Section8.01
of the Loan Regulations:

For Fomento:
Corporaciónde Fomentode la Producción
37 Wall Street
NewYork, NewYork
United Statesof America

For theCompany:

Compaflha Carboniferae Industrialde Lota
Casilla 145 V
Valparaiso,Chile
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Alternative addressfor cablegramsandradiograms:
Tab
Valparaiso,Chile

For theBank:

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

Alternative addressfor cablegramsandradiograms:

Intbafrad
Washington,D. C.

Section8.03. All obligations of theBorrowersunderthis AgreementandtheNotes,
unlessthey shall havebeenexpresslyundertakenby only oneof the Borrowers,shall be
joint andseveral,andtheobligationof eitherof themto comply with anyprovisionof this
Agreementis not subjectto anyprior noticeto, demandupon or actionagainsttheother.
No extensionof time or forbearancegiven to either of the Borrowersin respectof the
performanceof anyof its obligationsunderthis Agreement,the Notesor theMortgage,
andno failure of theBank or of any holderof the Notesto give any noticeor to make
anydemandor protestwhatsoeverto either of theBorrowers, or strictly to assertany
right or pursueanyremedyagainsteitherof themin respectof this Agreement,theNotes
ortheMortgage,andno failure by eitherof theBorrowersto comply with anyrequirement
of any law, regulationor order, shall in any way affect or impair any obligation of the
otherBorrowerunderthis Agreementor theNotes.

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 andyear first abovewritten.

InternationalBank for ReconstructionandDevelopment:

By W. A. B. ILIFF

Vice President

Corporaciónde Fomentode Ia Producción:

By Joaq.FIGUEROA
AuthorizedRepresentative

CompafifaCarboniferae Industrial de Lota
By Guillermo VIDELA LIRA
Authorized Representative
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SCHEDULE 1

AMORTIZATION SCHEDULE

Payment
0/ Principal
(exisressed

DatePaymentDue 15 d~lkors)~

Payment
of Principal
(expressed

DatePaymentDue in dollars)*

* To the extentthat anypart of the Loan is repayablein a currencyother than dollars
(see Loan Regulations,Section 3.02), the figures in this column representdollar equivalents
xletermined as for purposesof withdrawal.

PREMIUMS OF PREPAYMENT

The following percentagesare specifiedas the premiumspayableon repaymentin
advanceof maturity of any partof theprincipalamountof theLoanpursuantto Section
2.05 (b) of theLoanRegulationsor on theprepaymentof any Note prior to its maturity
pursuantto Section4.14 of theLoan Agreement:

Timeo/ Prepayment

Not morethan3 yearsbeforematurity
More than 3 yearsbut not morethan6 yearsbefore maturity
Morethan 6 yearsbut notmorethan 11 years before maturity
More than Il years but not more than 13 yearsbefore maturity
More than 13 yearsbefore maturity

SCHEDULE 2

DESCRIPTION OF PROJECT

The Project is a 5-year program for the concentrationand modernizationof the
productionfacilitiesof theCompanyat Lota Alto in Chile. It is intendedto increasethe
over-alloutputper manshift from about0.62metric tons to about1.13metric tons and
raiseproduction capacity from about 1,000,000metric tons to about 1,120,000metric
tons of coal peryear (basedupon 280 working days)between1957 and 1961.

April 15. 1962
October15, 1962
April 15, 1963
October15, 1963
April 15, 1964
October15, 1964
April 15, 1965
October15, 1965
April 15, 1966
October15, 1966
April 15, 1967

$362,000
372,000
383,000
394,000
405,000
417,000
429,000
441,000
454,000
467,000

October 15, 1967
April 15, 1968
October15, 1968
April 15, 1969
October15, 1969
April 15, 1970
October15, 1970
April 15, 1971
October15, 1971
April 15, 1972

$480,000
494,000
508,000
523,000
538,000
554,000
570,000
586,000
603,000
620,000

Premium

~ of I %
2%

3y2 %
4~(%
5~~%
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The Project includes:

1. Connectingroadwaysand ventilation galleries betweenthe new shaftsandthe
old mining areas. Theseconnectionswould be driven in the periodfrom 1957 to 1960.

2. Newmine developmentworkovera5-yearperiodbeginningin 1957 includingthe
installation of two inclinedhaulagesystemsto reachthe coal reservesbetweenthe 450
and600 meterlevel, to be followed by the sinking of a stapleshaftto makepossiblethe
extractionof coalreservesbelowthe600meterlevel. Thetotalof connectinganddevelop-
ment drivagesamountto about51 kilometers. Appropriate equipmentfor transporta-
tion andface work will be acquired.

3. Equipmentof oneof thenewshaftswith up-to-datehoistinganddeckingfacilities
with a capacityof about2,000 metrictons perday, andelectrificationof hoisting equip-
ment of oneof theold shafts.

4. Building and equipmentof a coal preparationplant with a capacityof about
300 metric tons per hour.

5. Constructionand installation of other surface installations including stocking
facilities, machineshop,engineers’offices, safetydepartmentand lamp room, foremen’s
building, pitheadbathsand employees’housing.

6. Acquisition of equipmentfor mechanizationof theaccountingdepartmentand
of trucksfor transportationof materialswithin the surfaceinstallations.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 4

For thepurposesof this Agreementtheprovisionsof LoanRegulationsNo. 4 of the
Bank, datedJune 15, 1956, shall be deemedto be modified as follows:

(a) Section2.02shall bedeleted.

(b) The last sentenceof Section2.05 (b) shall readas follows
“However, if Notesshall havebeendeliveredin respectof any part of theLoan

to be prepaid,thetermsandconditionsof prepaymentof thatpart of theLoanshall
bethosesetforth in Section4.14 of the LoanAgreementandin suchNotes.”

(c) Thewords “under paragraph(b) of this Sectionor underSection6.16” shall be
deletedfrom the lastsentenceof paragraph(c) of Section2.05.

(d) The words“under Section2.05” and “under Section6.16 on redemption”shall
be deletedfrom the last sentenceof Section3.02.

(e) Paragraph(c) of Section5.02shall readas follows:
(c) A defaultshall haveoccurredin theperformanceof any othercovenantor

agreementon thepart of theBorrowers,or eitherof them, undertheLoanAgreement
or the Notes.”
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(f) Paragraph(1) of Section5.02 shall be deleted,andthe following paragraphsshall
beinserted:

“(j) By actionof the Guarantoror of any governmentalauthority theowner-
ship, possessionor control of all or substantiallyall of the propertieswhich are
includedin the Projector of any propertynecessaryfor the operationthereofshall
be takenfrom the Company.

“(it) Any eventof defaultshall havehappenedundertheMortgage.”

(g) Thewords “pursuantto Article VI” shall be deletedfrom Section5.05.

(h) Article VI shall be deleted.

(i) The secondsentenceof Section7.02 shall readas follows:
“Such obligationsshall not be subjectto any prior noticeto, demandupon or

actionagainsttheBorrowersor to anyprior noticeto ordemandupontheGuarantor
with regardto any defaultby theBorrowers,andshall not be impairedby anyof the
following : anyextensionof time, forbearanceor concessiongiven to theBorrowers;
anyassertionof, or failure to assert,or delayin asserting,anyright, poweror remedy
againsttheBorrowersor in respectof any securityfor theLoan; any modificationor
amplification of the provisionsof the Loan Agreementcontemplatedby the terms
thereof; any modification or amplification of any other document related to the
Loan or relatedto any security therefor; any failure of the Borrowers to comply
with any requirementof any law, regulation or orderof the Guarantoror of any
political subdivisionor agencyof theGuarantor.”

(j) Paragraph(j) of Section7.04 shall be deleted,and the following shall be sub-
stitutedtherefor:

“(j) The provisionsfor arbitration setforth in this Section shall be in lieu of
any other procedurefor the determinationof controversiesbetweenthe parties
under the Loan Agreementand GuaranteeAgreementor any claim by any such
party againstany other such party arising thereunder;provided, however, that
nothing hereinshall be deemedto precludeany of thesaid partiesfrom exercising,
or instituting any legalor equitableactionto enforce,any right or claim arisingout
of or pursuantto theMortgageor theNotes,andsubmissionto arbitrationhereunder
shall not be deemedto be a condition precedentor in any way to prejudice such
exerciseor other enforcementof any suchright or claim.”

(it) Paragraph6 of Section10.01 shall readas follows:
“6. Theterm‘Borrower’ meanstheBorrowers,exceptthat in Sections5.02 (b),

(c), (d), (e) and(/), Section 7.01 andSection7.02 of theLoan Regulationssuchterms
shall refer to the Borrowersor either of them. The term ‘Guarantor’ meansThe
Republic of Chile.”
(1) Paragraph10 of Section 10.01 shall be deleted,andthe following shall be substi-

tuted therefor
“10. The term ‘Bonds’ meansNotesas defined in Section 1.02 of the Loan

Agreement.”
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(m) A new subparagraphshall be addedafter paragraph20 of Section 10.01, as
follows

“21. Theterm‘Mortgage’shall havethemeaningsetforth in Section1.02of the
Loan Agreement.”

(n) Schedule1, Schedule2 andSchedule3 shall bedeleted.

SCHEDULE 4

PROPERTY TO BE SUBJECTED TO LIEN OF THE MORTGAGE

The following arethe propertiesof the Companywhichareto be subjectedto the
lien of the Mortgage:

1. Mining Properties:SurfaceInstallations, Undergroundand SubmarinePropertiesand
Concessionsof the Company

Thelist of suchpropertiesshall be agreedbetweentheBankandtheCompanysubject
to amendmentby further agreementbetweenthem.

2. Propertiesincludedin theProject

All physicalgoodspurchasedwith the proceedsof theLoan and all property,real,
personalor mixed includedin the Project,togetherwith all substitutions,replacements
andrenewalsof suchpropertyandall additionswhichshall hereafterbecomephysically
addedto or incorporatedin suchproperty, whethersuchadditions arenow ownedby
theCompanyor shall hereafterbe acquired.

3. MiscellaneousRightsand Assets

All other rights, interests,franchisesandassetsownedby theCompanyand neces-

saryfor fully integratedcoal mining operations.

SCHEDULE 5-a

FORM OF NOTE

$ No

CORPORACION DH FOMENTO DE LA PRODUCcION

and

COMPAfIIA CARBONfEERA E INDUSTRIAL DR LOTA

GuaranteedSerialMortgageNote

Due

Corporaciónde Fomentode Ia ProducciónandCompaflhaCarbonhferae Industrialde
Lota (hereinaftersometimescalled the Companyand Corporaciónde Fomentode Ia
Producciónand the Company being hereinaftersometimescalled the Borrowers), for
value received,hereby jointly and severally promiseto pay to , or

registeredassigns,on the day of at in theBorough
(Office)
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of Manhattanin TheCity of NewYork, thesumof Dollars ($ ),
in suchcoin or currencyof the United Statesof America asat thetime of paymentis legal
tenderfor public andprivate debts,andto pay interestthereonfrom thedatehereofat
said office in like coin or currencyat the rate of per centum ( %) per
annum, payable semi-annually on and until payment of said

principal sumhasbeenmadeor duly providedfor.

This note is one of the notes (hereinaftercalled the Notes) issuedor to be issued
underaLoanAgreementdated 1957, betweenInternationalBank for Recon-
struction and Development(hereinaftercalled theBank) andthe Borrowers,providing
for a loan (hereinaftercalledthe Loan) of an amount in various currenciesequivalentto
$9,600,000and guaranteedby The Republic of Chile pursuantto the provisions of a
GuaranteeAgreementdated 1957, betweenThe Republic of Chile and the
Bank. No referencehereinto theLoanAgreementor GuaranteeAgreementshall confer
upon the holderhereofany rights thereunderor impair theobligation of theBorrowers,
which is absoluteand unconditional,to pay the principal and intereston this Note at
the timesandplaceandin theamountsandin the currencyhereinprescribed.

The Notesand the portions of the Loan not evidencedby Notesare equally and
ratably securedby meansof an instrumentdenominatedHipotecay Prenda Industrial
executedin SantiagodeChile on 1957,by theCompanybefore
Notary Public of that City, assuchinstrumentmay beamendedandsupplementedfrom
time to time by additional security instruments(such instrument,as so amendedand
supplementedbeing hereinaftercalled the Mortgage). Pursuantto the Mortgage, the
BankandtheBorrowershaveconferredupon ( andits
successorsbeinghereinaftercalled the Representative)the exclusiveright on the ternis
thereinprovidedto representtheBankandtheholdersfrom time to time of tile Notes in
all mattersrelating to or arising out of the Mortgageor theenforcementof any rights
thereunder. In acceptingthis Note, theholderhereofagreesto theappointmentof such
Representativepursuantto the termsand conditionsof the Mortgage.

TheNotes aresubjectto prepaymentat theelectionof theBorrowersas hereinafter
providedat a price for eachNoteequal to theprincipalamount thereofplus the interest
accruedandunpaid thereonto the date fixed for theprepaymentplus as a premium the
following respectivepercentagesof suchprincipalamount : [insert percentagesset forth
in theamortizationscheduleto the Loan Agreement]. All the Notesat the time out-
standingmaybesoprepaidatanytime. All theNotesat thetime outstandingof anyone
or more maturitiesmay be so prepaidat any time, providedthat, at thedate fixed for
theprepayment,thereshall not be outstandingany Notesmaturingafterthe Notesto be
prepaid, If theBorrowersshall electto prepayNotes, they shall give at least 45 days’
written noticeof intention to prepayall theNotesorall theNotesof oneor moredesignat-
ed maturitiesas hereinaboveprovided, asthecasemaybe, to theRepresentativeandto
theholderor holdersof Notesthenoutstanding. Suchnoticeshall designatetheprepay-
ment date and shall state the prepaymentprice or prices determinedas hereinbefore
provided. Notice of electionto prepayhaving beengiven as aboveprovided, theNotes
so called for prepaymentshall becomedue andpayableon saidprepaymentdateat their
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prepaymentprice or prices,and upon presentationand surrenderthereof on or after
suchdateatsaidoffice in theBoroughof Manhattanshallbepaidat theprepaymentprice
or prices aforesaid. From and after said prepaymentdate, if paymentis madeor duly
provided for pursuanthereto,the Notes so called for prepaymentshall ceaseto bear
interest.

In certain eventsprovided in said Loan Agreement,the Bank, at its option, may
declaretheprincipalof theLoanandof all theNotesthenoutstanding(if not alreadydue)
to bedueandpayableimmediately,andupon anysuchdeclarationsuchprincipalshall be
dueandpayableimmediately. In certaineventsprovidedin theMortgage,theholderor
holdersof not lessthan 50 %, aggregateprincipal amountoutstanding,of theNotesand
of theportionsof theLoan not evidencedby Notes,acting throughtheRepresentative,
maydeclaretheprincipalof theLoanandof all theNotesthenoutstanding(if notalready
due)to be dueand payableimmediately, anduponany suchdeclarationsuchprincipal
shall be due and payableimmediately.

The principal of the Notes,the interestaccruingthereonand thepremium,if any,
on theprepaymentthereofshall be paid without deductionfor andfree from any taxes,
imposts, levies or dutiesof any nature now or at any time hereafterimposedby The
Republicof Chile or by anytaxingauthority thereofor thereinandshall be paidfree from
all restrictionsof The Republicof Chile, its political subdivisionsor its agencies; provided,
however,that theprovisionsof this paragraphshall not applyto thetaxationof payments
madeundertheprovisionsof any Noteto a holderthereofotherthan theBankwhensuch
Noteis beneficiallyownedby anindividual orcorporateresidentof Tile Republicof Chile.

There shall be kept at the office of the Companya registerfor the registrationof
ownershipandtransferof Notes. This Note is transferableby theholderor by thehol-
der’sattorneyduly authorizedin writing upon presentationandsurrenderof this Note
to theCompanyfor cancellation,duly endorsedor accompaniedby aproperinstrumentor
instrumentsof assignmentandtransfer. No transferof any Note shall be valid unless
madeon said registerat the office of theCompany. Upon transferof this Note a new
Note or Notesof the samematurity andfor the sameaggregateprincipal amount and
havingtheguaranteeof theGuarantorendorsedthereonwill be issuedto the transfereein
exchangefor this Note. The Borrowersshall not be requiredto maketransfersof any
Notesfor a periodof tendaysnext precedinganyinterestpaymentdatethereofor of any
Notes called for prepayment. The Borrowersand the Representativemay deemand
treat thepersonin whosenamethis Noteis registeredon thebooksof theCompanyasthe
absoluteowner hereoffor all purposeswhatsoever,notwithstanding any noticeto the
contrary,andanypaymentof moneysto or on the orderof suchpersonshall discharge
the liability of theBorrowersor theRepresentativeto theextentof thepaymentso made.

Any noticegivenby theBorrowersor by theRepresentativeto any holderof Notes
shall begiven to suchholderat his addressregisteredon thebooksof theCompanyor at
suchotheraddressas suchholdershall designatein writing to theCompany. Thegiving
of noticeto theholdersof Noteswhoseaddressesareof recordwith theCompanyasherein
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providedshall fully dischargetheRepresentativeandthe Borrowersfrom any obligation
on their part to give suchnotice to anyone.

IN WITNESS WHEREOF and have caused this
Note to besignedin their respectivenamesby [Here insert referenceto official or officials
signingthe Notes,to countersignatures,attestationand seal,if used,and, if anysignature
is a facsimilesignature,makereferencethereto.]

[Signature,attestation,authentication,
as maybeappropriate]

Dated

This Note is one of the Notes referred to in the instrument dated , 1957
between [the Borrowers], the International Bank for Reconstructionand Development
and [the Representative].

[Representative]

FORM OF ASSIGNMENT AND TRANSFER

FOR VALUE REcEIvED herebysell, assignand transfer
unto the within Note issuedby Corporaciónde Fomento
de Ia Producciónand CompaflIaCarboniferae Industrial de Lota and hereby irrevocably
authorizethem to transfersaid Noteon their books.

Dated
Witness

SCHEDULE 5-b

FORM OF GUARANTEE

The Republic of Chile, for value received,asa primary obligor and not assurety
merely, herebyabsolutelyand unconditionally guarantees,and pledgesits full faith and
credit for, the dueand punctualpaymentof theprincipal andprepaymentpriceof the
within Note and the interest thereon,free from taxes and restrictionsas therein pro-
vided, prior noticeto, demanduponor actionagainstthe obligors on said Noteor The
Republicof Chile beingwaived.

The Republic of Chile:
By

AuthorizedRepresentative
Dated
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