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Guarantee Agreethent

AGREEMENT, dated November 7, 1962, between RepusLic
or THE PminrepiNes (hereinafter called the Guarantor) and
InTERNATIONAL BANK rOR RECONSTRUCTION AND DEVELOPMENT
(hereinafter called the Bank).

Wiurrras by an agreement of even date harewith hetween
the Bank and National Power Corporation (hereinafter
called the Borrower), which agreement and the schedqles
therein referred to are hereinafter called the Loan Agree-
ment, the Bank has agreed to make to the Borrower a loan
in various currencies equivalent to three million seven
hundred thousand dollars ($3,700,000) on the terms and
conditions set forth in the Ioan Agreement, but only on
condition that the Guarantor agree to gunarantee the obli-
gations of the Borrower in respect of such loan as here-
imafter provided; and

Wirereas the Guarantor, in consideration of the Bank’s
entering into the Loan Agreement with the Borrower, has
agreed so to guarantee such obligations of the Borrower;

Now Turererore the parties hereto hereby agree as
follows:

ARTICLE 1

Seerron 1,010 The parties fo this Guarantee Agreement
accept all the provisions of Loan Regulations No. 4 of the
Bank dated February 15, 1961 (said Loan Regulations No.
4 being hereinafter called the Loan Regulations), with
the same foree and effeet as if they were fully set forth
herein.

Seerox 1.02. Wherever used in this Agreemend, unless
the context shall otherwise require, the several terms de-
fined in the Loan Agreement shall have the respeetive
meanings therein set forth.
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ARTICLE II

Secrion 2010 Without limitation or restriction upon any
of the other covenants on its part in this Agreement con-
tained, the Guarantor herehy unconditionally guarantees,
as primary ohligor and not as surcty merely, the due and
punctual payment ol the prineipal of, and the interest and
other charges on, the Loan, the principal of and inferest on
the Bonds, the premium, i any, on the prepavment of the
Loan or the vedemption of the Bonds, wid turther guar-
anfees the punetual performanee of all the covenants and
agreements of the Borrower in the territories of the Guar-
antor, all as set forth in (he Loan Agreement and in the
Bonds,

Seeriox 2020 Withont limitation or restrietion apon the
provisions of Section 2,01 of this Aercement, the Guaranior
speeifically undertakes, whenever there ix reasonnblo eanse
to believe that the funds available to the Borrower will he
inadequate to meet the estimated oxpenditures vequired
for carrying out the Project. to make 1rrangenients, satis-
factory to the Bank, promptly to provide the Borrower or
cause the Borrower to be provided with sueh funds as are
needed to meet sueh expenditnres.

ARTICLE III

Secrion 3010 T is the mutual intention of the Guarantor
and the Bank fhaf no other external doht <hall enjoy any
priovity over the Loan by wav of a lien on wovernmental
assets. To that end, the Guarantor undertakes that, exeept
a< the Bank shall otherwise agree, if any lien <hall he
creafed onany assels of the Gumrantor as seeurity For any
external debty snebo Tien will Jpso Taelo squally awd vatably
secure the payment of the prineipal of, and interest and
other charges on, the Loan and the Bonds, and that in the
ereation ol any sueh Hen express provision will be made (o
that effeet s provided, however, that the foregoing provisions
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of this Section shall not apply to: (i) any lien created on
property, at the time of purchase thereof, solely as security
for the payment of the purchase price of such property;
(i) any lien on commereial goods to sceure a debt maturing
not more than one year after the date on which it ix origi-
nally incurred and fo he paid out of the proceeds of sale
of such commereial goods; ov (ii1) anv lien arising in the
ordinary conrse of banking transactions and securing a debt
maturing not more than one year after its date.

The ferm ““assets of the Guarantor’ as used in this
‘Seetion includes assets of the Guaranlor or of any of its
political subdividions or of any ageney of the Gnarantor
or of any such political subdivision, including Cenfral Bank
of the Philippines or any other institution performing the
functions of a central hank.

‘
Seerrox 3.02. (a) The Guarantor and the Bank shall co-
operate fully to assure that the purposes of the Loan will
he accomplished. To that end, cach of them shall furnish
fo the other all such information as it shall reasonably re-
quest with regard to the general statns of the Loan, On
the part of the Guarantor, such information shall inelude
information with Fespeet to finaneial and economic condi-
tions in the territories of the Guarantor and the interna-
tional halance of payvments position of the Guarantor.

(h) The Guarantor and the Bank shall from time {o {ime
exchange views throngh their representatives with regard
to matters relating to the purposes of the Loan and the
maintenance of the serviee thereof, The Guarantor shall
promptly inform the Bank of any condition which inferferes
with, or (hreatens to intorfere with, the accomplishment of
the purposes of the Loan or the maintenance of the serviee
thereof.

(e) The Guarantor shall afford all reasonable opportunity
for accevedited representatives of the Bank to visit any
partof the territories of the Guarantoy for purposes related
to the Loan.
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Secrion 3.03. The prineipal of, and interest and other
charges on, the Loan and the Bonds shall be paid without
deduetion for, and free from, any taxes imposed under the
laws of the Guarantor or laws in effeet in ils terrifories;
provided, however, that the provisions of this Section shall
not apply to taxation of payments under any Bond to a
holder thereof other than the Bank when such Bond is
beneficially owned by an individual or corporate resident
of the Guarantor.

Secrox 3.04. This Agreenment, the Loan Agreement and
the Bonds shall be free “_om any taxes that shall he im-
posed under the Jaws of the Guarantor or laws in effeet in
its territories on or in conneetion with fhe exeeution, issue,
delivery or registration thercof.

Secrion 3.05) The principal of, and inferest and other
charges on, the Loan and the Bouds shall be paid free from
all restrietions imposed under the Liws of the Guarantor
or laws in effeet in its territories.

Skerion 3.06. The Guarantor covenanis that if will not
take or permil any of its political subdivisions or any of ifs
agencies or any ageney of any political subdivision fo fake
any action which would prevent or inferfere with the per-
formanece by the Borrower of any of the covenants, agree-
ments and obligations of the Borrower in the Loan Agree-
ment containoed, and will take or ecause to he taken all reason-
able action which shall he necessary in order to enable the
Borrower to perform such eovenants, agreemenis and
obligations.

Secrron 3.07. The Guarantor covenants that it will from
time to fime grant or cause to he granted to the Borrower
sates which will provide revenues suafticient: (a) to cover
operaling expenses, ineluding adequate maintenanee and
depreciation, faxes and interest: (b) {o meet repnyvments
on long-term indebtedness but only {e we extent that such
repayments shall exceed provision  or depreciation; and
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(e¢) to leave a surplus for financing a reasonable portion of
future expansion of its power facilities.

ARTICLE IV

Secrion 4.01. The Guarantor shall endorse, in accord-
ance with the provisions of the Loan Regulations, its guar-
antee on the Bonds o be executed :ind delivered by the
Borrower. The Secretary of Finance of the Guarantor. and
such person or persons as he :hall designate in writing are
designated as the authorized representatives of the Guar-
antor for the purposes of Section 6.12 (b) of the Loan
Regulations.

ARTICLE V

Secrion 5.01. The following addresses are specified for
the purposes of Section 8.01 of the Loan Regulations:

For the Guarantor:

Central Bank of the Philippines
Manila
Philippines

Alternative address for cablegrams and radiograms:

Philcenbank
Manila

For the Bank:

International Bank for
Reconstruetion and Development

1818 H Street, N.W.

Washington 25, D. C.

United States of America

Alternative address for cablegrams and radiograms:

Intbafrad
Washington, D. C.
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Section 5.02. The Governor of the Central Bank of the
Philippines is designated for the purposces of Scetion 8.03
g puri
of the Loan Regulations.

In Wirness Wnereor, the parties hereto, acting through
their representatives thereunto duly authorized, have
caused this Guarantee Agreement to be signed in their
respective names and delivered in the District of Columbia,
United States of America, as of the day and year first
above written.

RepusLic oFr THE PHILIPPINES

By Awmerrro R. Murve
Authorized Representative

InrTERNATIONAL BANK FOR
Rrconsrrverion anv DEVELOPMENT

By J. Burke Kxapp
Vice President




