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No. 4168. GUARANTEE AGREEMENT1(PACIFIC RAILWAY
PROJECT)BETWEEN THE UNITED MEXICAN STATES
AND THE INTERNATIONAL BANK FOR RECONSTRUC.
TION AND DEVELOPMENT. SIGNED AT WASHING-
TON, ON 24 AUGUST 1954

AGREEMENT, datedAugust 24, 1954, betweenUNITED MEXICAN STATES

(hereinaftercalledthe Guarantor)and INTERNATIONAL BANK FOR RECONSTRUCTION

AND DEVELOPMENT (hereinaftercalled the Bank).

WHEREASby an agreementof evendateherewithbetweentheBankandFerro-
carril del Pacifico, SociedadAnónima de CapitalVariable (hereinaftercalled the
Borrower), which agreementand the schedulestherein referredto are hereinafter
called the Loan Agreement,2the Bank has agreed to make to the Borrower a
loan in various currenciesin an aggregateprincipal amount equivalentto sixty-
one mfflion dollars ($61,000,000),on the terms and conditions set forth in the
Loan Agreement,but only on condition that the Guarantoragreeto guarantee
the payment of the principal, interest and other chargeson such loan and the
obligationsof the Borrower in respect thereof; and

WHEREAS the Guarantor,in considerationof the Bank’s entering into the
Loan Agreementwith the Borrower,has agreedto guaranteethe paymentof the
principal, interestandotherchargeson suchloanandtheobligationsof theBorrow-
er in respect thereof;

Now THEREFORE the partiesheretoherebyagreeas follows:

Article I

Section1.01. The partiesto this GuaranteeAgreementaccept all the pro-
visions of Loan RegulationsNo. 4 of the Bank datedOctober 15, 1952,2 subject,
however,to the modificationsthereofset forth in Schedule33 to the Loan Agree-
ment (said Loan RegulationsNo. 4 as so modified being hereinaftercalled the
Loan Regulations),with the sameforce and effect as if they were fully set forth
herein.

Cameinto force on 28 December1954, upon notification by theBank to the Government
of Mexico.

~ SeeP. 220 of this volume.
$ Seep. 232 of this volume.
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Section1.02. ‘Whereverusedin this Agreementthe term “Financiera” means
NacionalFinanciera,S.A.

Article II

Section2.01. Without limitation or restrictionupon any of the other cove-
nantson its partin thisAgreementcontained,theGuarantorherebyunconditionally
guarantees,as primary obligor and not as surety merely, the due and punctual
paymentof the principal of, and the interestandother chargeson, the Loan, the
principal of and intereston the Bonds, the premium, if any, on the prepayment
of the Loan or the redemptionof the Bonds, and the punctualperformanceof
all the covenantsand agreementsof the Borrower, all as set forth in the Loan
Agreementand in the Bonds.

Section2.02. Without limitation or restriction upon the provisionsof Sec-
tion 2.01 of this Agreement, the Guarantorspecifically undertakes,whenever
thereis reasonablecauseto believe that the funds availableto the Borrower will
be inadequateto meet the estimatedexpendituresrequired for carrying out the
Project, to makearrangements,satisfactoryto the Bank, promptly to provide
theBorrower or causethe Borrower to beprovidedwith suchfunds as are needed
to meet such expenditures.

Article III

Section3.01. The Guarantor undertakesthat, except as the Bank shall
otherwiseagree,it will not causeor permit to be createdany lien on any assets
of the Guarantoror of any of its political subdivisions or of any agencyof the
Guarantoror of any suchpolitical subdivision as security for any externaldebt
unless the payment of the principal of, and interestand other chargeson, the
Loan andthe Bonds,shall be securedby suchlien equally andratablywith such
other external debt ; provided, however, that the foregoing provisions of this
Sectionshallnot applyto: (a) anylien createdon property,at the time of purchase
thereof,solelyassecurityfor the paymentof the purchasepriceof suchproperty;
(b) to any pledgeof commercial goodsto securedebt maturing by its terms not
more than one year after the dateon which it is incurred and to be paid out of
the proceedsof saleof suchcommercialgoods; or (c) anylien arisingin theordinary
courseof bankingtransactionsand securinga debt maturing not more than one
year after its date.

Section3.02. (a) The Guarantorandthe Bank shall cooperatefully to assure
that the purposesof the Loan will be accomplished. To that end,eachof them
shall furnish to the other all such information as it shall reasonablyrequestwith
regard to the generalstatusof the Loan. On the part of the Guarantor,such
information shall include information with respect to financial and economic
conditionsin the territories of the Guarantorand the internationalbalanceof
paymentsposition of the Guarantor.
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(b) The Guarantorand the Bank shall from time to time exchangeviews
through their representativeswith regard to mattersrelating to the purposesof
the Loanandthemaintenanceof theservicethereof. TheGuarantorshallpromptly
inform the Bank of any condition which interfereswith, or threatensto interfere
with, the accomplishmentof the purposesof the Loan or the maintenanceof the
service thereof.

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

Section3.03. The Guarantorcovenantsthat it will from time to time grant
or causeto be grantedratesto theBorrowerwhichwill maintainthe ratestructure
of theBorrowerat a levelwhichwill overa reasonableperiodproducegrossrevenues
sufficient to cover the following costs,charges,paymentsand provisionsof the
Borrower: (a) costsof the Projectnot financedby the Loan ; (b) operatingcosts;
(c) adequatemaintenancecosts; (d) taxes; (e) paymentof serviceon all outstan-
ding debt; (/) paymentof the guaranteeddividend on ClassA shares;and (g) ade-
quateworking capital. During an initial periodof two yearsor suchother initial
periodas maybe agreedupon betweenthe Guarantorandthe Bank the ratestruc-
ture of the Borrower may be maintainedat a lower level provided that such rate
structureat suchlower level is satisfactoryto the Guarantorand the Bank.

Section3.04. The Guarantorcovenantsthat it will continue to permit the
proceedsof the ten percenttax on freight chargesandpassengerfares(Im~uestodci
10 0/0 sobre fietes y pasajes)applicableto such chargesandfaresof the Borrower
to be retainedby the Borroweras normal income.

Section3.05. The principal of, andinterestandother chargeson, the Loan
andthe Bonds shall be paid without deductionfor, and free from, any taxesor
feesimposedunder the laws of the Guarantoror laws in effect in its territories
provided,however,that the provisionsof this Sectionshallnot apply to taxation
of, or fees upon, paymentsunderany Bond to a holder thereof other than the
Bank whensuchBondis beneficially ownedby anindividual or corporateresident
of the Guarantor.

Section3.06. This Agreement,the Loan Agreementand the Bonds shall be
free from any taxesor fees that shall be imposedunderthe laws of the Guarantor
or laws in effect in its territorieson or in connectionwith the execution, issue,
deliveryor registrationthereof.

Section3.07. The principal of, and interestand other chargeson, the Loan
and the Bonds shall be paid free from all restrictions imposedunder the laws
of the Guarantoror laws in effect in its territories.
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Article IV

Section4.01. The Guarantorshall endorse,in accordancewith the provisions
of the Loan Regulations,its guaranteeon the Bondsto be executedand delivered
by the Borrower. Financieraand such personor personsas it shall designate
in writing are designatedas the authorizedrepresentativesof the Guarantorfor
the purposesof Section 6.12 (b) of the Loan Regulations.

Article V

Section5.01. The following addressesare specifiedfor the purposesof Sec-
tion 8.01 of the Loan Regulations:

For the Guarantor:

United Mexican States
c/o NacionalFinanciera,S.A.
Avenida VenustianoCarranza25
Mexico, D.F., Mexico

For the Bank:

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

Section5.02. Financierais designatedfor the purposesof Section 8.03 of
the Loan Regulations.

IN WITNESS WHEREOF, the parties hereto, acting through their represen-
tatives thereuntoduly authorized,havecausedthis GuaranteeAgreementto be
signedin their respectivenamesanddeliveredin the District of Columbia,United
Statesof America, asof the day andyear first abovewritten.

United Mexican States:

by Raül MARTINEZ OsTos
AuthorizedRepresentative

InternationalBank for ReconstructionandDevelopment:
by R. L. GARNER
Vice-President

No. 4168
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INTERNATIONAL BANE FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANE TO BORRowERs OTHER
THAN MEMBER GOVERNMENTS

[Not publishedherein. SeeUnitedNations,Treaty Series, Vol. 172,p. 124.]

LOAN AGREEMENT

(PACIFIC RAILWAY PROJECT)

AGREEMENT, datedAugust 24, 1954,betweenINTERNATIONAL BANE FOR REcoN-

STRUCTION AND DEVELOPMENT (hereinafter called the Bank) and FERROCARRIL DEL
PAcIFIcO, SOCIEDAD ANóNIMA DE CAPITAL VARIABLE (hereinafter called the Borrower).

Article I

LOAN REGULATIONS

Section1.01. The partiesto this LoanAgreementacceptall theprovisionsof Loan
RegulationsNo. 4of theBankdatedOctober15, 1952, subject,however,tothe modifica-
tions thereofsetforth in Schedule32 to this Agreement(saidLoan RegulationsNo. 4 as
so modifiedbeinghereinaftercalledtheLoanRegulations)with thesameforce andeffect
as if theywere fully setforth herein.

Article II

THE LOAN

Section2.01. The Bankagreesto lend to theBorrower,on the termsandconditions
in this Agreementset forth or referredto, an amount in variouscurrenciesequivalentto
sixty-onemillion dollars ($61,000,000).

Section2.02. The Bankshall opena Loan Account on its booksin thenameof the
Borrower andshall credit to suchAccount theamountof theLoan. The amountof the
Loanmay bewithdrawnfrom theLoanAccount as providedin, andsubjectto therights
of cancellationand suspensionset forth in, the Loan Regulations,provided, however,
thattheBorrowershall notbe entitledto withdrawfrom theLoanAccountuntil aschedule
of ratesconforming to the provisionsof Section 3.03 of theGuaranteeAgreementshall
havebeengranted.

Section2.03. The Borrowershall pay to theBanka commitmentchargeat the rate
of three-quartersof one per cent (8/4 of 1%) per annumon theprincipal amountof the
Loannot so withdrawnfrom time to time.

1 Seeabove.

2 Seep. 232of this volume.
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The datespecified for thepurposesof Section2.02of the LoanRegulationsis adate
60 days after the dateof this Loan Agreementor the Effective Date, whichevershall
be the earlier.

Section2.04. The Borrower shall pay interestat the rate of four and five-eighths
per cent(4 5/~%) perannumon theprincipal amountof theLoan sowithdrawn andout-
standingfrom time to time.

Section2.05. ExceptastheBankandtheBorrowershall otherwiseagree,thecharge
payablefor specialcommitmentsenteredinto by theBank at the requestof theBorrower
pursuantto Section4.02 of the Loan Regulations shall be at the rate of one-halfof one
percent (1/2 of 1%) perannumon theprincipal amountof anysuchspecialcommitments
outstandingfrom time to time.

Section2.00. Interestand other chargesshall be payablesemi-annuallyon June 1
andDecember1 in eachyear.

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

Article III

USE OF PROCEEDS OF THE LOAN

Section3.01. The Borrower shall apply the proceedsof the Loan exclusively to
financingthe cost of goodsrequiredto carry out the Projectdescribedin Schedule21
to this Agreement. The specific goodsto be financedout of the proceedsof the Loan
shall be determinedby agreementbetweentheBankandtheBorrower,subjectto modi-
ficationby further agreementbetweenthem.

Section3.02. TheBorrowershall causeall goodsfinancedout of the proceedsof the
Loan to be imported into the territories of the Guarantor andthereto be usedexclusively
in thecarryingout of theProject.

Article IV

THE BONDS

Section4.01. The Borrower shall execute and deliver Bonds representing theprin-
cipal amountof the Loanas providedin the Loan Regulations.

Section4.02. The GeneralManagerof the Borrower andsuchpersonor personsas
he shall appoint in writing aredesignatedasauthorizedrepresentativesof theBorrower
for thepurposesof Section6.12(a) of theLoanRegulations.

1 Seep. 230of this volume
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Article V

PARTICULAR COVENANTS

Section 5.01. (a) The Borrower shall carry out the Project with duediligenceand
efficiency and in conformity with soundengineering,operatingand businesspractices.

(b) The Borrower shall furnish to theBank, promptly upon their preparation,the
plans and specificationsfor the Project and any materialmodifications subsequently
madetherein.

(c) The Borrower shall maintain recordsadequateto identify the goods financed
out of the proceedsof the Loan, to disclosethe use thereofin the Project,to recordthe
progressof the Project(including the cost thereof) and to reflect in accordancewith con-
sistentlymaintainedsoundaccountingpracticesthe financial condition and operations
of the Borrower; shall enabletheBank’srepresentativesto inspecttheProject,thegoods
andanyrelevantrecordsanddocuments; andshallfurnishtotheBankall suchinformation
as the Bank shall reasonablyrequestconcerningthe expenditureof the proceedsof the
Loan, theProject,thegoods,andthe financial conditionandoperationsof theBorrower.

Section5.02. (a) The Bank and theBorrower shall cooperatefully to assurethat
the purposesof theLoanwill be accomplished. To that end, eachof themshall furnish
to theotherall suchinformation asit shall reasonablyrequestwith regardto the general
statusof theLoan.

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

Section5.03. ExceptastheBankandtheBorrowershallotherwiseagree,theBorrow-
er shall not incur, assumeor guaranteeany debt, or substantiallymodify the termsof
paymentof anyexistingdebt incurred,assumedor guaranteedby it; provided,however,
that theforegoingprovisionsof this Sectionshall not apply to the incurringby theBor-
rower in the ordinarycourseof its businessof any debtmaturing by its termsnot more
thanone year after its date.

Section5.04. The Borrower undertakesthat, exceptas the Bank shall otherwise
agree, if anylien shall becreatedon any assetsof the Borroweras security for any debt,
suchlien will ipso facto equallyandratablysecurethe paymentof the principalof, 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 any lien createdon property,at the
time of purchasethereof,solelyas security for the paymentof thepurchasepriceof such
property.

Section5.05. Except as the Bank andthe Borrower shall otherwiseagree,the Bor-
rower shall not declareor pay any dividend on any sharesof its capital stock now out-
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standingor hereafterissued;provided,however,that this Sectionshall not apply to the
declarationor paymentof dividendson any ClassA sharesnow outstanding.

Section 5.06. The Borrowershall assoon as possiblemakesurveysandstudiesand
takeall other stepsnecessaryor desirableto obtain ratesconformingto the provisions
of Section3.03of theGuaranteeAgreement1andshall thereafterfrom time to time make
surveysandstudiesandtakeall other stepsnecessaryor desirableto obtain suchadjust-
mentsto its ratesas will maintainits ratestructureata levelconformingto theprovisions
of Section 3.03 of the GuaranteeAgreement.

Section5.07. TheBorrower shall retain for suchperiodas the Bank shall require,
consultants,satisfactoryto the Bank, to adviseand assisttheBorrower in theexecution
of theProject and in improving operatingandadministrativepractices.

Section.5.08. The Borrower shall at all timesmaintain its corporateexistenceand
right to carry on operationsandshall, exceptas theBankshall otherwiseagree,maintain
andrenewall rights,powers,privilegesandfranchisesownedby it andnecessaryor useful
in the conductof its business.

Section5.09. Exceptas theBankshall otherwiseagree,theBorrower shall not sell
or otherwisedisposeof all or asubstantialpart of its propertyandassets.

Section5.10. The Borrower shall pay or causeto be paid all taxesor fees,if any,
imposedunderthe lawsof theGuarantoror lawsin effect in theterritoriesof theGuarantor
on or in connectionwith theexecution,issue, deliveryor registrationof this Agreement,
the GuaranteeAgreementor the Bonds, or the paymentof principal, interest or other
chargesthereunder;provided,however,that theprovisionsof this Sectionshall not apply
to taxationof, or feesupon, paymentsunderanyBond to aholderthereofotherthanthe
Bank whensuchBondis beneficially ownedby anindividual or corporateresidentof the
Guarantor.

Section 5.11. TheBorrowershall pay or causeto be paid all taxesandfees, if any,
imposedunderthe laws of thecountryor countriesin whosecurrencytheLoan andthe
Bonds arepayableor lawsin effect in the territoriesof suchcountryor countrieson or in
connectionwith theexecution,issue,deliveryor registrationof this Agreement,theGuar-
anteeAgreementor theBonds.

Section5.12. Exceptasshall be otherwiseagreedbetweentheBank andtheBor-
rower, the Borrower shall insureor causeto be insured the goods financedwith the
proceedsof the Loan againstrisks incident to their purchaseandimportation into the
territoriesof the Guarantor. Such insuranceshall be consistentwith soundcommercial
practiceandshall be payablein dollarsor in the currencyin whichthecostof the goods
insured thereunder shall bepayable.

1 Seep. 212 of this volume.
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Article VI

REMEDIES OF THE BANE

Section 6.01. (i) Tinnyeventspecifiedin paragraph(a), paragraph(b), paragraph(e)
orparagraph(f) of Section5.02 of theLoan Regulationsshall occurandshall continuefor
a period of thirty days,or (ii) if any eventspecifiedin paragraph(c) of Section5.02of tine
Loan Regulationsshall occurandshall continuefor a period of sixty daysafter notice
thereofshall havebeengivenby theBankto theBorrower,thenat any subsequenttime
during thecontinuancethereof,theBank, at its option, maydeclarethe principal of the
Loan andof all the Bonds then outstandingto be due and payable immediately, and
upon any such declarationsuch principal shall becomedueand payableimmediately,
anything in this Agreementor in the Bonds to thecontrary notwithstanding.

Article VII

MISCELLANEOUS

Section 7.01. The ClosingDate shall be December31, 1958.

Section 7.02. A date 90 days after the dateof this Agreementis herebyspecified
for thepurposesof Section9.04 of the LoanRegulations.

Section 7.03. The following addressesarespecifiedfor thepurposesof Section8.01
of theLoan Regulations

For theBorrower:
Ferrocarrildel PacIfico, S.A. de C.V.
Avenida Colon 258,
Guadalajara,Jalisco
Mexico

For theBank:

InternationalBank for Reconstructionand Development

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

IN wITNESS WHEREOF, the partieshereto,actingthroughtheir representativesthere-
unto duly authorized,havecausedthis Loan Agreementto besignedin their respective
namesanddelivered in the District of Columbia, United Statesof America,as of the day
andyear first abovewritten.

International Bank for Reconstructionand Development:

by R. L. GARNER

Vice-Président

Ferrocarril del PacIfico, S.A. de C.V.:

by B. MENDEZ

General Manager

No. 4168
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SCHEDULE 1

AMORTIZATION SCHEDULE

Date
PaymentDue

December1, 1958
June 1, 1959 .

December1, 1959
June 1, 1960 .

December1, 1960
June 1, 1961 .

December1, 1961
June 1, 1962 .

December1, 1962
June 1, 1963 .

December1, 1963
June 1, 1964 .

Paymentof
Principal

(expressedin
dollars) ~

$1,210,000
1,210,000
1,556,000
1,556,000
1,556,000
1,556,000
1,556,000
1,556,000
3,031,000
3,031,000
3,031,000

Principal
Amount

Oulslanding
After Each

Paymen
(expressed,s

dollars)

$61,000,000
59,790,000
58,580,000
57,024,000
55,468,000
53,912,000
52,356,000
50,800,000
49,244,000
46,213,000
43,182,000
40,151,000

Dale
PaymentDue

December1, 1964
June 1, 1965
December1, 1965
June 1, 1966
December1, 1966
June 1, 1967
December1, 1967
June 1, 1968
December1, 1968
June 1, 1969
December1, 1969

Paymentof
Principal

(expressedin
dollars)~

$3,031,000
3,031,000
3,031,000
3,531,000
3,531,000
3,531,000
3,531,000
4,231,000
4,231,000
4,236,000
4,236,000

Principal
Amount

standing
After Each
Payment

(expressedin
dollars)’

$37,120,000
34,089,000
31,058,000
27,527,000
23,996,000
20,465,000
16,934,000
12,703,000
8,472,000
4,236,000

* To the extentthat any part of the Loan is repayablein a currency other than dollars
(see Loan Regulations,Section3.02), the figures in thesecolumns representdollar equivalents
determinedas for purposesof withdrawal.

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiums payableon repayment in

advanceof maturity of any part of theprincipal amount of theLoan pursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof any Bond prior to its maturity
pursuantto Section 6.16of the Loan Regulations:

Time of Prepaymentor Redemption Premium

Not more than5 yearsbefore maturity 1/2%

More than 5 yearsbut not more than 10 yearsbefore maturity 1%
More than 10 yearsbeforematurity 2%

SCHEDULE 2

DESCRIPTION OF THE PROJECT

The Project is a programfor the completerehabilitation of the physical properties
and the improvement of the managementand administration of the Borrower. The
program includesthe following:

PART I. The Reconstructionof theRoadway. This includesthe followieg worksand

measures

(a) The replacementof all light rails with heavier rails. Rails will be so replaced on
approximately 1,600kilometersof track.

(b) The replacementof all deficient ties with new ties.
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(c) The ballastingof the track whereverexistingballast is deficient,andthe gradingof
all embankmentsto bring them up to adequatewidths.

(d) The rehabilitationandrepairof all defectivebridges.

(e) The rebuildingandmodernizationof thecommunicationssystem.
(/) The acquisition of mechanicalequipmentfor trackwork.

PART II. The Acquisition, Repairand Maintenanceof Operating Equipment. This
includes the following measures

(a) A total of 64 diesel-electriclocomotives, 33 of approximately 1,600 horsepowerand
31 of approximately 900 horsepowerwill be acquiredand placed in operation. A
suitablesupply of sparepartswill bemaintained.

(b) Adequate facilities will be provided for the heavy repairs, inspection, maintenance
andfueling of thediesel-electriclocomotives.

(c) A total of approximately1,800freight carshavebeenor will be acquiredand placed
into operation.

(d) A total of approximately800existingfreight carswill becompletelyrepaired. Suitable

facilities for theserepairswill be providedat Empalme,Mazatlan andGuadalajara.

PART III. Improvement of Management and Administration. The Borrower has
adoptedor will adoptand will continuein force such measuresasshall be agreedupon
betweenthe Bankandthe Borrower for thestrengtheningof its managementandadmi-
nistration, the improvementof its operatingproceduresandpracticesandtheefficient and
economicconductof its operations.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 4

For thepurposesof this Agreementtheprovisionsof Loan RegulationsNo. 4 of the
Bank, datedOctober15, 1952,shall be deemedto be modified as follows:

(a) Paragraph(i) of Section5.02 of Loan RegulationsNo. 4 shall be deemedto read
as follows

“(i) After thedateof theLoan Agreementand prior to theEffective Date any
actionshall havebeentakenwhich would haveconstituteda violation of anycove-
nantcontainedin theLoan Agreementor GuaranteeAgreementrelating to thecrea-
tion of liens assecurity for debt if the Loan Agreementand GuaranteeAgreement
hadbeeneffective on thedatesuchactionwastaken.”

(b) Paragraph(i) of Section7.04 of Loan RegulationsNo. 4 shall be deemedto read
asfollows:

“(i) The partiesshall fix theamountof the remunerationof thearbitratorsand
suchotherpersonsas shall he requiredfor theconductof thearbitrationproceeding.
lithe partiesshall not agreeon suchamount before the Arbitral Tribunal shall
convene,the Arbitral Tribunal shall fix such amount as shall be reasonableunder
the circumstances. The Bank, the Borrower and the Guarantorshall eachdefray
its own expensesin thearbitration proceedings. Thecostsof theArbitral Tribunal
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shallbedivided andborneequallybetweentheBank on theonesideandtheBorrower
andGuarantoron theother. Any questionconcerningthe division of thecosts of
theArbitral Tribunal or theprocedurefor paymentof suchcostsshall be determined
by the Arbitral Tribunal.”

(c) Section9.01 of Loan RegulationsNo. 4 shall bedeemedto readas follows:

“SEcTIoN 9.01. Conditions Precedentto Eflectivenessof Loan Agreementand
GuaranteeAgreement. The Loan Agreementand GuaranteeAgreementshall not
becomeeffectiveuntil:

“(a) the Borrower hasnotified the Bank that (i) the executionanddelivery of
theLoan Agreementon behalf of theBorrowerhavebeenduly authorizedor ratified
by all necessarycorporateandgovernmentalaction,and(ii) all othereventsspecified
in the LoanAgreementas conditionsto its effectivenesshaveoccurred;

“(b) the Guarantorhasnotified the Bank that (i) the execution and delivery of
the GuaranteeAgreementon behalf of the Guarantorhave beenduly authorizedor
ratifiedby all necessarygovernmentalaction,and (ii) all othereventsrelatingto the
Guarantorand specified in the Loan Agreementas conditions to its effectiveness
haveoccurred;

“(c) the Borrower and the Guarantor have furnishedto the Bank evidence
thereofsatisfactoryto theBank; and

“(d) the Bankhasgiven thenotifications providedfor in Section9.03 of these
Regulations.”
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