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No. 4291. GUARANTEE AGREEMENT’ (REVISED QUITO
POWER PROJECT) BETWEEN THE REPUBLIC OF
ECUADOR AND THE INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT. SIGNED AT
WASHINGTON, ON 20 SEPTEMBER1957

AGREEMENT, datedSeptember20, 1957,betweenTHE REPUBLIC OF ECUA-

DOR (hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RECON-
STRUCTION AND DEVELOPMENT (hereinaftercalledthe Bank).

WHEREAS by an agreementof even date herewith betweenthe Bank and
EmpresaEléctrica Quito, S.A. (hereinaftercalled the Borrower), which agree-
ment andthe schedulesthereinreferredto are hereinaftercalledthe Loan Agree-
ment,2 the Bank hasagreedto maketo the Borrowera loanin variouscurrencies
equivalentto five million dollars ($5,000,000),on the terms and conditionsset
forth in the Loan Agreement,but only on conditionthat the Guarantoragreeto
guaranteethe payment of the principal, interestand other chargeson such loan
andthat the Banco Centraldel Ecuadoracceptits obligationsunderSection3.01
of this GuaranteeAgreement;

WHEREAS in considerationof the Bank’s enteringinto the Loan Agreement
with the Borrower, the Guarantorhas agreedto guaranteethe payment of the
principal, interest and other chargeson such loan, and the Banco Central del
Ecuadorhasagreedto acceptsuchobligationsof the BancoCentraldel Ecuador
and to evidenceits acceptancethereof by causingthis GuaranteeAgreementto
be signedby its duly authorizedrepresentative

Now THEREFOREthe partiesheretoherebyagreeas follows:

Article I

Section 1.01. The partiesto this GuaranteeAgreement acceptall the pro-
visions of Loan RegulationsNo. 4 of the Bank dated June 15, 1956,~subject,
however,to the modificationsthereofset forth in Schedule34 to the LoanAgree-
ment (said Loan RegulationsNo. 4 as so modified being hereinaftercalled the

1 Cameinto force on 13 February1958. uponnotification by the Bankto the Government
of Ecuador.

2 Seep. 146 of this volume.
~ Seep. 144 of this volume.
~ Seep. 164 of this volume.
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Loan Regulations),with the sameforce and effect as if they were fully set forth
herein.

Article II

Section 2.01. Without limitation or restriction upon any of the other cov-
enantson its part in this GuaranteeAgreementcontained,the Guarantorhereby
unconditionallyguarantees,as primary obligor andnot as suretymerely, the due
and punctualpaymentof the principal of and the interestand other chargeson,
the Loan, the principal of and intereston the Bonds, and the premium, if any,
on the prepaymentof the Loan or the redemptionof the Bonds, all as set forth
in the Loan Agreementand in the Bonds.

Section 2.02. The Guarantorshall not take and, within the limits of its
constitutionalpowersshallnot permit any of its political subdivisionsor agencies
to take, any action which would preventor interferewith the performanceby
the Borrowerof any of thecovenants,agreementsandobligationsof theBorrower
containedin the Loan Agreement;and the Guarantorshall take or causeto be
taken all reasonableaction which shall be necessaryto enablethe Borrower to
perform suchcovenants,agreementsandobligations.

Article III

Section 3.01. It is the mutual intention of the Guarantor and the Bank
that no externaldebt shall enjoy any priority over the Loan by way of a lien
hereaftercreatedon governmentalassets(including any priority in the allocation
or realizationof foreign exchange). To that end,the GuarantorandBancoCentral
del Ecuadorundertakethat, exceptas the Bankshall otherwiseagree,if any lien
shallbe createdon anyassetsof theGuarantoror of theBancoCentraldel Ecuador,
as security for any externaldebt, such lien will ipso facto equally and ratably
securethe paymentof the principalof, andinterestandotherchargeson, the Loan
and the Bonds, andthat in the creationof any such lien expressprovision will
be madeto that effect. Within thelimits of its constitutionalpowers,the Guaran-
tor will make the foregoingundertakingeffective with respectto lienson assets
of any of the Guarantor’sagenciesincluding agenciesgrantedautonomyby the
Constitution of Ecuador (other than Banco Central del Ecuador), or any of the
Guarantor’spolitical subdivisionsorof anyagencyof anysuchpolitical subdivision,
andto theextentthat the Guarantoris unablewithin thelimits of its constitutional
powersto makesuch undertakingeffective, the Guarantorwill give to the Bank
an equivalent lien satisfactory to the Bank. The foregoing provisions of this
Sectionshallnot apply to : (i) anylien createdon property,at thetimeof purchase
thereof,solelyassecurityfor the paymentof the purchasepriceof suchproperty
(ii) any lien on commercialgoodsto securea debt maturing not more than one
year after the date on which it is originally incurred and to be paid out of the
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proceedsof sale of such commercialgoods; (iii) any lien arising in the ordinary
courseof bankingtransactionsto securea debtmaturingnot morethan oneyear
afterthe dateon whichit is originallyincurred; or (iv) anylien solelyuponrevenues
or receiptsin currencyof the Guarantorwhich is given by a political subdivision
(consejo provincial or munici~alidad)or by an agencyof a political subdivision
of the Guarantor under arrangementscontaining no provisions which would
result in priority in the allocationor realizationof foreign exchange.

Section 3.02. (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 other all suchinformation as it shall reasonablyrequestwith
regardto the generalstatusof the Loan. On the part of the Guarantor,suchin-
formationshallinclude information 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 exchangeviews
throughtheir representativeswith regardto mattersrelating to the purposesof
the Loan and the maintenanceof the service thereof. The Guarantor shall
promptly inform the Bank of any condition which interfereswith, or threatens
to interferewith, the accomplishmentof the purposesof the Loan or the main-
tenanceof 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 interestandother chargeson, the Loan
and the Bonds shall be paid without deductionfor, and free from, any taxesor
fees imposedunderthe laws of the Guarantoror laws in effect in its territories
provided,however,that the provisionsof this Sectionshallnot apply to taxation
of, or fees upon, paymentsunder any Bond to a holder thereof other than the
Bank whensuchBond is beneficially ownedby an individual or corporateresident
of the Guarantor.

Section 3.04. This GuaranteeAgreement, the Loan Agreement and the
Bonds shall be free from any taxesor fees that shall be imposedunder the laws
of the Guarantoror laws in effect in its territorieson or in connectionwith the
execution,issue,delivery or registrationthereof.
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Section 3.05. The principal of, andinterestandotherchargeson, the Loan
and the Bonds shallbe paid free from all restrictionsimposedunderthe laws of
the Guarantoror laws in effect in its territories.

Article IV

Section 4.01. The Guarantorshall endorse,in accordancewith the provisions
of the LoanRegulations,its guaranteeon the Bondsto be executedand delivered
by the Borrower. The Ministro del Tesoro of the Guarantorand such person
or personsas he shalldesignatein writing are designatedas the authorizedrepre-
sentativesof the Guarantor for the purposesof Section 6.12 (b) of the Loan
Regulations.

Article V

Section5.01. For the purposesof the Guaranteeagreement(Quito Power
Project),datedMarch 29, 1956,1betweenthe Guarantorandthe Bank,paragraph
(c) of Section 5.02 of Loan RegulationsNo. 4 of the Bank, datedFebruary15,
1955,2is herebyamendedto readas follows:

“(c) A defaultshallhaveoccurredin the performanceof anyother cov-
enantor agreementon the part of the Borroweror the Guarantorunder the
Loan Agreement,the GuaranteeAgreementor the Bondsor underthe Loan
Agreementdated September20, 1957,8 the GuaranteeAgreement of even
datetherewithor theBonds thereinprovidedfor.”

and the term “Loan Regulations” as used for the purposesof said Guarantee
AgreementshallmeanLoan RegulationsNo. 4 of the Bank, datedFebruary15,
1955,as herebyamended.

Section5.02. Exceptasprovidedin this GuaranteeAgreement,theguarantee
agreement(Quito Power Project), datedMarch 29, 1956, betweenthe Guarantor
andthe Bankshall remainin full force andeffect.

Article VI

Section 6.01. The following addressesare specified for the purposes of
Section8.01 of the Loan Regulations

Forthe Guarantor:
Republicof Ecuador
Embassyof Ecuador
2342 MassachusettsAve., N.W.
Washington8, D. C.
United Statesof America

1 UnitedNations, TreatySeries,Vol. 292, No. 4277.
~ UnitedNations, TreatySeries,Vol. 221, p. 160.
~ Seep. 146 of this volume.
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Forthe Bank:

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

Alternativeaddressfor cablegramsandradiograms:

Intbafrad
Washington,D. C.

Section6.02. The Ministro del Tesoro of the Guarantoris designatedfor
the purposesof Section8.03 of the Loan Regulations.

IN WITNESS WHEREOF, the Guarantorand the Bank, acting through their
representativesthereuntoduly authorized,havecausedthis GuaranteeAgreement
to be signedin their respectivenamesand deliveredin the District of Columbia,
United Statesof America, as of the day andyear first abovewritten, andBanco
Central del Ecuador,acting through its duly authorizedrepresentative,hasevi-
dencedits acceptanceof its obligations under Section 3.01 of this Guarantee
Agreement.

Republicof Ecuador:

By JoséR. CHIRIBOGA V.
AuthorizedRepresentative

InternationalBank for ReconstructionandDevelopment

By EugeneR. BLACK

President

BancoCentraldel Ecuador:

By JoséR. CHIRIBOGA V.
AuthorizedRepresentative

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 published herein. See United Nations, Treaty Series, Vol. 260, ~‘. 376.]
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LOAN AGREEMENT (REVISED QUITO POWERPROJECT)

AGREEMENT, dated September 20, 1957, between INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bank) and EMPRESA ELEC-
TRIcA QUITO, S.A. (hereinaftercalledtheBorrower).

WHEREAS by a loan agreementdated March 29, 1956,1 betweenthe Bank and the
Borrower (hereinaftercalled the First Loan Agreement),theBank agreedto make to the
Borrower a loan on the termsand conditionstherein setforth or referredto, in anamount
in various currenciesequivalent to $ 5,000,000as provided therein for the construction
of certain electric powergenerating,transmission,distribution and other facilities of the
Borrower therein specified; and

WHEREAS by a guaranteeagreement
1
of even date therewith betweenthe Republic

of Ecuador (hereinafter called the Guarantor) and the Bank, the Guarantor agreedto
guaranteethe paymentof the principal, interest and other chargeson such loan ; and

WHEREAS upward adjustmentsof the estimatedcosts of the works specifiedin the
First Loan Agreementhavebeenmadeandthe engineeringconsultantshave recommend-
ed fundamental changesin such works which have resulted in substantially increased

costs; and

WHEREAS in orderto meet suchincreasedcosts,additional foreign exchangeamount-
ing to the equivalent of $ 5,000,000is neededby the Borrower and the Bank hasagreed
to makean additional loan for suchpurpose;

Now THEREFORE, the partiesheretoagreeas follows

Article I

LOAN REGULATIONS

Section1.01. The parties to this Loan Agreementacceptall the provisionsof Loan
RegulationsNo. 4 of theBank dated June 15, 1956, 2 subject,however, to the modifica-
tions thereofsetforth in Schedule38 to the Loan Agreement(saidLoan RegulationsNo. 4
asso modified being hereinaftercalled the Loan Regulations),with the sameforce and
effect as if they were fully set forth herein.

Article II

THE LOAN

Section2.01. TheBankagreesto lend to the Borrower,on the termsand conditions
in this Loan Agreementset forth or referred to, an amount in various currenciesequiv-
alent to five million dollars ($5,000,000).

1 UnitedNations,TreatySeries,Vol. 292, No. 4277.
2 Seep. 144 of this volume.
~ Seep. 164 of this volume.
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Section2.02. The Bank shall opena Loan Account on its books in thenameof the
Borrower and shall credit to suchAccount the amountof the Loan. The amountof the
Loan may be withdrawn from the Loan Account as provided, and subject to the rights
of cancellationandsuspensionset forth hereinand in the Loan Regulations.

Section2.03. The Borrower shall pay to the Bank a commitmentchargeat the rate
of three-fourthsof one per cent (3/~of I %) per annumon the principal amount of the
Loan not so withdrawn from time to time. Such commitment charge shall accruefrom
adatesixty daysafter the dateof this Agreementto therespectivedatesonwhich amounts
shall be withdrawn by theBorrower from the Loan Account as provided in Article IV of
the Loan Regulationsor shall becancelledpursuantto Article V of the Loan Regulations.

Section2.04. The Borrower shall pay interestat the rate of five and three-fourths
per cent (5 J~%) per annumonthe principal amountof the Loan so wit hdrawnand out-
standingfrom time to time.

Section2.0~5, Except as the Bank and the Borrower shall otherwise agree, the
chargepayablefor special commitmentsenteredinto by the Bank at the requestof the
Borrower pursuantto Section4.02 of the Loan Regulationsshall be at the rateof one-half
of one per cent (1/2 of 1 %) per annumon the principal amount of any such special com-
mitments outstandingfrom time to time.

Section2.06. Interestandotherchargesshallbepayablesemi-annuallyon February1
and August 1 in eachyear.

Section2.07. The Borrower shall repay the principal of the Loan in accordance
with the amortization scheduleset forth in Schedule 1 1 to this Agreement.

Article III

USE OF PROCEEDSOF THE LOAN

Section3.01. The Borrower shall apply the proceedsof the Loan exclusively to
financing the cost of goodsrequired to carry out the Project describedin Schedule2 1 to
this Loan Agreement. The specific goods to be financed out of the proceedsof the Loan
and the methodsand proceduresfor procurementof such goodsshall be determinedby
agreementbetweenthe Bank andthe Borrower,subject to modification by further agree-
ment betweenthem.

Section3.02. The Borrower shall causeall goods financed out of the proceedsof
the Loan to be importedinto theterritories of the Guarantorand thereto be usedexclu-
sively in the carrying out of the Project.

Article 1V

BONDS

Section4,01. The Borrowershall executeand deliver Bonds representingthe prin-

cipal amountof the Loan asprovided in the Loan Regulations.

1 Seep. 160 of this volume.
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Section4.02. The Presidenteand the Gerenteof the Borrower acting jointly and such
personor personsas theyshall jointly appoint in writing aredesignatedas authorized
representativesof theBorrower for the purposesof Section6.12 (a) of theLoanRegulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) TheBorrower shall carryout the Project with due diligence and
efficiency andin conformitywith soundengineeringandfinancial practices.

(b) In the carryingout of the Project theBorrower shall employ engineeringcon-
sultantS,and, exceptastheBank andtheBorrower shall otherwiseagree,the Borrower
shall employ contractorsfor the constructionof the Project. The engineeringconsul-
tants and the contractors,and the termsand conditions on which they are employed,
shall be mutually satisfactoryto the Bank and the Borrower. Except as the Bank and
the Borrower shall otherwise agree,equipmentto be used for the Projectandthe terms
andconditionsof its purchaseshall bemutually satisfactoryto theBankandtheBorrower.

(c) The Borrower shall furnish to theBank, promptly upon their preparation,the
plansand specificationsfor the Project and any material modificationssubsequently
madetherein, in suchdetail astheBank shall from time to time request.

(d) The Borrower shall maintain recordsadequateto identify the goods financed
out of theproceedsof theLoan, to disclosetheuse thereofin the Project,to recordthe
progressof the Project (including the cost thereof) and to reflect in accordancewith
consistentlymaintainedsoundaccountingpracticesthe operationsand financial condi-
tion of theBorrower; shall enabletheBank’s representativesto inspect theProject,the
goodsand any relevant recordsanddocuments;and shall furnish to theBank all such
informationas theBankshall reasonablyrequestconcerningthe expenditureof thepro-
ceedsof the Loan, the Project,the goods,andtheoperationsand financial condition of
theBorrower.

Section5.02. (a) The Bank and the Borrower shall cooperatefully to assurethat
thepurposesof the Loanwill be accomplished. To that end, eachof them shall furnish
to theother all suchinformation as it shall reasonablyrequestwith regardto thegeneral
statusof the loan.

(b) The Bank and the Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelatingto thepurposesof theLoanandthe
maintenanceof the service thereof. TheBorrower shall promptly inform the Bank of
any condition which interfereswith, or threatensto interferewith, the accomplishment
of thepurposesof the Loanor the maintenanceof theservicethereof,

Section5.03. Except as the Bank shall otherwise agree, the Borrower shall not
incuranylong-termindebtednessif, asaresult,thelong-termindebtednessof theBorrower
would exceedthe total capital and surplus of the Borrower. For the purposesof this
Section
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(a) Theterm “long-term indebtedness”shall meandebtmaturingby its termsmorethan
one year after the dateon which it is incurred.

(b) The amount in currency of the Guarantorof debtpayablein anothercurrencyshall
be determinedon the basis of the rate of exchangeat which such other currencyis
(at the time when it is necessaryto make suchdeterminationfor the purposesof this
Section)obtainableby theBorrower for the purposesof servicing suchdebt.

(c) The term “capital and surplus”shall meanpaid-in capitaland surplus determined
in accordancewith soundaccountingpractices.

Section5.04. The Borrower undertakesthat, except as the Bank shall otherwise
agree,if any lien shall be createdon anyassetsof theBorrower assecurity for any debt,
such lien will ipso facto equally andratablysecurethepaymentof the principal of, and
interestandotherchargeson, the Loan and the Bonds, and that in the creationof any

suchlien expressprovisionwill be madeto that effect; provided,however,that the fore-
going provisionsof this Sectionshall not apply to : (i) any lien createdon property, at
the time of purchasethereof, solely assecurity for the paymentof the purchaseprice
of suchproperty; (ii) any lien on commercialgoodsto securea debtmaturingnot more
than oneyear afterthe dateon whichit is originally incurredand to be paid out of the
proceedsof saleof suchcommercialgoods;or (iii) any lien arising in theordinarycourse
of bankingtransactionsandsecuringa debt maturingnot more than oneyearafter its
date.

Section 5.05. UnlesstheBankshall otherwiseagree,theBorrowershall not declare
or pay any dividend,or makeany distribution on any sharesof its capitalstock, other
thanadividendpayablesolelyin sharesof its capitalstock,norshall theBorroweracquire
any sharesof its capital stock for a consideration,if, asa resultof any suchdividendor
distribution (other than thosepayablesolely in sharesof its stock)or suchacquisitionof
sharesof capital stockthe networking capital in the handsof the Borrower would be
reducedto an amountlessthantheaggregateamountof its operatingexpenses(including
administrative and general expenses)for the preceding four calendar months. For
purposesof this Section the term “net workingcapital” shall meantheexcessof current
assets(cashandthoseassetswhichin theregularcourseof businesscanbereadilyconvert-
ed into cash)overcurrentliabilities (thoseobligationspayablewithin oneyear, including
paymentson fundeddebt falling dueduring suchperiod).

Section5.06. 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,delivery or registrationof this Loan Agree-
ment, the GuaranteeAgreementor the Bonds,or the paymentof principal, interest or
other chargesthereunder; provided, however, that the provisions of this Section shall
not apply to taxation of, or fees upon, paymentsunder any Bondto a holderthereof
other thanthe Bank when suchBondis beneficiallyownedby an individual orcorporate
residentof theGuarantor.

Section5.07. The Borrowershall payor causeto be paidall taxesandfees, if any,
imposedunderthe laws of thecountry or countriesin whosecurrencytheLoan andthe
Bonds arepayableor lawsin effect in the territoriesof suchcountry or countrieson or

No. 4291



154 United Nations — Treaty Series 1958

in connectionwith the execution, issue,delivery or registrationof this Agreement,the
GuaranteeAgreementor the Bonds.

Section5.08. (a) Except as shall be otherwiseagreedbetweentile Bank and the
Borrower,theBorrower shall insureor causeto be insuredwith responsibleinsurersall
goods financedwith the proceedsof the Loan. Such insuranceshall cover suchmarine,
transit and other hazardsincident to purchaseand importation of the goods into the
territoriesof the Guarantorandto delivery thereofto thesite of the Project,and shall
befor suchamountsas shall be consistentwith soundcommercialpractice. Such insur-
anceshall be payablein the currencyin which the costof thegoodsinsured thereunder
shall be payable.

(b) In addition,theBorrower shall insureagainstsuchrisks andin suchamountsas
shall be consistentwith soundpublic utility andbusinesspractices.

Section5.09. (a) The Borrower shall at all timesmaintain its existenceandright
to carryon operationsand shall, exceptas theBank shall otherwiseagree,takeall steps
necessaryto maintainand renewall rights, powers, privileges andfranchiseswhich are
necessaryor usefulin theconductof its business.

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

(c) TheBorrowershall not, without theprior consentof theBank (i) sell or otherwise
disposeof all or substantiallyall of its propertyand assetsunlessthe Borrower shall
first redeemandpayor makeadequateprovisionsatisfactoryto theBankfor redemption
and paymentof all of the Loan which shall be outstandingand unpaid; or (ii) sell or
otherwise disposeof all or substantiallyall of the property included in the Projector
anyplant includedthereinunlesstheBorrowershall first redeemandpayor makeadequate
provision satisfactoryto theBank for redemptionandpaymentof a proportionatepart
of theLoan whichshall thenbe outstandingandunpaidequalto theproportionatepart
of the Project so sold or disposedof. The Borrower may, however,without reference
to the foregoing,sell or otherwisedisposeof any propertywhich shall havebecomeold,
worn-out, obsoleteor unnecessaryfor usein its operations.

Article VI

REMEDIES OF THE BANE

Section6.01. (i) If any event specified in paragraph (a), paragraph (b), para-
graph (e) or paragraph(f) of Section5.02 of the Loan Regulationsshall occurandshall
continuefor aperiodof thirty days,or (ii) if anyeventspecifiedin paragraph(c) of Section
5.02 of the Loan Regulationsshall occur and shall continuefor a periodof sixty days
after notice thereof shall havebeengiven by the Bank to the Borrower, thenat any
subsequenttime during the continuancethereof, the Bank, at its option, may declare
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the principal of the Loan and of all the Bonds thenoutstandingto be due and payable
immediately, andupon any suchdeclarationsuchprincipal shall becomedue andpayable
immediately, anything in this Loan Agreementor in the Bonds to the contrarynotwith-
standing.

Article VII

MODIFICATIONS OF THE FIRST LOAN AGREEMENT

Section7.01. For the purposesof the First Loan Agreement,paragraph (c) of
Section 5.02 of Loan RegulationsNo. 4 of theBank, dated February 15, 1955, 1 is hereby
amendedto readas follows

“(c) A defaultshall haveoccurredin theperformanceof any other covenantor
agreementon thepart of theBorroweror theGuarantorundertheLoanAgrecment~
the GuaranteeAgreementor theBonds or underthe Loan AgreementdatedSep-
tember20, 1957, the GuaranteeAgreement2of even date therewith, or the Bonds
thereinprovidedfor.”

andthe term “Loan Regulations”asused for thepurposesof theFirst Loan Agreement
shall meanLoan RegulationsNo. 4 of the Bank, dated February 15, 1955, as hereby
amended.

Section7.02. The Description of the Project set forth in Schedule2 to the First
LoanAgreementis herebyamendedto readas setforth in Schedule2 to this Loan Agree-
ment.

Section7.03. Exceptasprovidedin this LoanAgreement,theFirst LoanAgreement
shall remainin full forceandeffect.

Article VIII

EFFECTIVE DATE; TERMINATION

Section8.01. The following event is specified as an additional condition to the
effectivenessof this Agreementwithin the meaningof Section9.01 (a) (ii) andSection9.01
(b) (ii) of theLoan Regulations

That the GuaranteeAgreementhasbeenratifiedby theCongressof theRepublic
of Ecuador.

Section8.02. The following is specifiedas anadditional matter,within the meaning
of Section 9.02 (e) of the Loan Regulations,to be included in the opinion or opinions

to be furnishedto theBank:

The ratification of the GuaranteeAgreementby the Congressof the Republic
of Ecuadorhasbeenduly given.

Section8.03. A date 60 days after the date of this Agreementis herebyspecified
for thepurposesof Section9.04 of theLoan Regulations.

1 UnitedNations,TreatySeries,Vol. 221,p. 160.

2 Seep. 136 of this volume,
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Article IX’

MISCELLANEOUS

Section9.01. The ClosingDate shall be December31, 1961.

Section9.02. The following addressesarespecifiedfor thepurposesof Section8.01
of theLoan Regulations

For theBorrower:

ElnpresaEléctricaQuito, S. A.
P. 0. Box 473
Quito, Ecuador

Alternative addressfor cablegramsandradiograms

EmpresaEl~ctrica
Quito

For the Bank:

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

Alternative addressfor cablegramsandradiograms

Intbafrad
Washington,D. C.

IN WITNESS WHEREOF, the parties hereto, acting through their representatives
thereuntoduly authorized,havecausedthis LoanAgreementto besignedin their respec-
tive namesanddeliveredin the District of Columbia, United Statesof America, as of
the day andyear first abovewritten.

InternationalBank for ReconstructionandDevelopment:

By EugeneR. BLACK

President

EmpresaEléctrica Quito, S. A.

By E. PÔLIT MORENO

R. ESPINOSA PALACIOS

AuthorizedRepresentatives
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SCHEDULE I

AMORTIZATION SCHEDULE

Dale PaymentDue

February1, 1962 .

August 1, 1962
February1, 1963 .

August 1, 196S
February1, 1964 .

August 1, 1964
February1, 1965 .

August 1, 1965
February1, 1966 .

August 1, 1966
February1, 1967 .

August 1, 1967
February1, 1968 .

August 1, 1968
February1, 1969 .

August 1, 1969

Paymentof Principal

(expressed,n dottars)*

$97,000
100,000
103,000
106,000
109,000
112,000
115,000
119,000
122,000
126,000
129,000
133,000
137,000
141,000
145,000
149,000

Dale PaymentDue

February1, 1970 .

August 1, 1970
February1, 1971 .

August 1, 1971
February1, 1972 .

August 1, 1972
February1, 1973 .

August 1, 1973
February1, 1974 .

August 1, 1974
February1, 1975 .

August 1, 1975
February1, 1976 .

August 1, 1976
February 1, 1977 .

August 1, 1977

Paymentof Principal

(expressedin dollars)
2

$153,000
157,000
162,000
167,000
172,000
177,000
182,000
187,000
192,000
198,000
203,000
209,000
215,000
221,000
228,000
234,000

* To the extentthat anypart of the Loan is repayablein a currencyotherthan dollars (see
Loan Regulations,Section3.02),the figuresin thiscolumnrepresentdollarequivalentsdetermined
asfor purposesof withdrawal.

PREMIUMSON PREPAYMENT AND REDEMPTION

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

Time0/ Prepaymentor Redemption Premium

Not morethanthreeyearsbefore maturity
More thanthreeyearsbut not morethansix yearsbeforematurity
More than six yearsbut not more than elevenyearsbeforematurity
More thanelevenyearsbut notmorethansixteenyearsbeforematurity
More than sixteen years but not more than eighteen years before

maturity
More thaneighteenyearsbefore maturity

1. The constructionand installation, in Quito, of a diesel generatingplant whieh
will have a capacity of 6,000 kw at an elevation of approximately 2,860 metersabove
sealevel.
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1/ 0/
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2 1/%
3 1/2%

48/ %
58/~%

SCHEDULE2

DESCRIPTION OF PROJECT

The Project consistsof
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2. The constructionof about 28 kilometersof 22 kv singlecircuit transmissionhoes
strung on woodenpolesto bring from Machachi to Quito about 2,000 kw of powerto be
madeavailableto theBorrower by theMunicipality of Machachi.

3. The construction on the Rio Machangaraof the Cumbayáhydroelectric plant
with a total installed generatingcapacity of 20,000kw anda headof about 139 meters.
For themostpart, the tailrace watersfrom theexisting Guangopolohydroelectricplant
will be utilized for the operation of the Curnbayáplant. A tunnel about 8.5 kilometers
long and designedto handle a flow of about 21 cubic meters per second will convey the

watersfrom the Guangopoloplant to a regulatingbasinwhich will also act as a desilting
basin. From the basin a reinforced concrete non-pressurepenstock will convey the
water to a surge chamber. The penstockfrom the surge chamberto the powerhouse
will be constructedof steelpipes. Excavationwill be made for a secondpenstock. The
headworksat Guangopolowill bedesignedto permit thesupplying of water to the Cum-
baydtunnel from thetailraceof theGuangopoloplant, fromthe forebayof theGuangopolo
plant, and directly from the Rio San Pedro.

4. The constructionof a powerhousewhich will be built aboveground to accommo-
date four 10,000 kw generatingunits, of which only two will be installed initially, and
which will consist of two vertical 14,200 h.p. Francis-type turbines connected to two
10,000 kw generators. The first unit is scheduledto be in commercial operation by
the first quarter of 1961 to be followed a few months later by thesecondunit. A step-up
11/64 kv substationwill be erectedon the side of the hill abovethe plant.

5. The constructionof two setsof steel towerscapableof Carrying two 46 kv double-
circuit lines to connect, by direct route, thestep-upsubstationwith Quito and the instal-
lation of onecircuit on eachsetof towers.

6. The replacementof the existing double-circuit 22 kv line (about 6.5 kilometers)
betweenthe Guangopoloplant and Quito by two single-circuit 46 kv lines.

7. The rehabilitation and expansion of the distribution network in Quito. The
network is to be servedby two main substationsand a 46 kv ring bus around the city,
about 37 kilometers long, with the two main substationsinterconnectedin such a way
that thesupply to all partsof thecity will be assuredat all times. Suitable distribution
feederswill connectthe two main substationsto variouspoints in thecity where at least
four step-down substations will feed an undergroundnetwork. The secondarysystem
for the entire city and the adjoining suburbanarea, both undergroundand overhead,
will be rehabilitated and expanded. Sufficient meters will be installed to reduce the
number of unmeteredcustomersto about 12 % by December31, 1961. Spare meters
will bepurchasedinitially to provide an adequatestockfor repair and expansionneeds.
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SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 4

Forthe purposesof this Loan Agreementthe provisions of Loan RegulationsNo. 4

of theBank, datedJune 15, 1956, shallbe deemedto be modified as follows

(a) Section 2.02 is deleted.

(b) Paragraph(c) of Section5.02 is amendedto readas follows:

“(c) A defaultshall have occurred in the performanceof any other covenant
or agreementon thepart of theBorrower or theGuarantorundertheLoan Agreement,

theGuaranteeAgreementor theBondsorundertheLoan AgreementdatedMarch 29,
1956,theGuaranteeAgreementof evendatetherewith, or theBondstherein provided
for.”

(c) The secondsentenceof Section 7.02 is amendedto readas follows

“Such obligations shall not be subject to any prior notice to, demand upon or
action againstthe Borrower or to any prior notice to or demandupon the Guarantor
with regard to any default by the Borrower, and shall not be impaired by any of
the following : any extensionof time, forbearanceor concessiongiven to the Bor-
rower; any assertionof, or failure to assert,or delay in asserting,any right, power
or remedy against the Borrower or in respect of any security for the Loan; any
modification or amplification of the provisionsof the Loan Agreementcontemplated
by the terms thereof; any modification or amplification of any other document
relatedto the Loanor relatedto any security therefor; any failure of the Borrower
to comply with any requirementof any law, regulation or order of the Guarantor
orof any political subdivisionoragencyof theGuarantor.”
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