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[TIAS 12087] in accordance with U.S. Interpational Public Law 89~
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LEGISLATINE Al
Lima, Agril 18,

His Drcellencys

has mace

Tre Cangress, in relation to the observaticns ar comments that V.E.
15 the Legislative Resolution of the secand af the present monis that authcrizes

you for the free and dirsct sale of 200,000 tons of manueve in the mareet of U.S.A.,
nas dectded not to Insist on the mentioned resglution, and authorizes 3 sell,

freely and directiy, 200,000 tons of manueva to the mareet of U.5.A. This will be
sgid at & price ngt lower than 30 soles per ton. The Cangress also autherizes

Y.f. to make a1 possible arrangements 3 pay the contract.
We want you to have knowlecge af tnis transaction.
o Blass Your Excellency

Feo de P. Anuncz, Prestdent of tne Senate, Ramen Ri beyrs, Vice President of

Li.e Mouse of Represantatives, Pedro A. dal 5olar, Secretary ef the Sanate, Emilio

A, del Selar, Secrztary of the Senats.

AMNEX NO. 2

Article 53 = Righta af the Congress
Clause Ko. 7 = To authorize the axecutive powar to negotiate the loan, mrigiging

the natignal finance and providing funds for the paymant.

Clause No. 8 - To recognize the natignal uesc snd to provide the wir 0! funding
and paying it off.

ANNEX NO. 3

Minfszar of Finance and Commerce:

Jose Marcelino, 1n the name and regresencation of the camcany, costgnee of
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angera in the U 5.4, before his eacellency explaing,

. gives the

The legisiative resolution of the T6th of the current menth of A

sccotive poser the Fight to seek the payment of the eaclusive csntract that the

sive conpany ha3 witn tne government for tne effart of Peruvian Manuevc ta the

J4.5.A. and the sale in such country. The uncersigned, w=itn,tne intentian ef

g to an agresment §n the matter, has hag severa] meetings witn h1s Eacellency,

et
e Kinistar af Finance and Commerce, and after having mage 411 kings ef favor-

able concessions to the national tressury, we have reached the folleming agree=
nent that conciliates both the interests of the company and the government. ™his
will allow the government to adept @ free and direct system of Manueve sales for
the U.5.A. needs.

With the authorization of nis Excellency, the Miniszer of Finance and Commerce
and the consent af the Directar of the company, the undersignes has the henor t2
expcse this agreement to his Cacellency for the final approval and further pur-

poses.
Lima, April 24, 1875

CONFIDENTIAL REPORT

I. Laga) References

A. Tha Caongress by Legislative Resolution dated April 15, 1875, authorizes the
wxecutive power to sell dirsctly, 200,000 pounds of Maneuvo £3 the U.5.A. fa the
canditions nere established. Also, 1t authorizes the sxecutive power 3 zrringe

with the dealers of Manueve fn U.5.A. The payment of the contrict (Annex No. 1)

8. In 1875, whan the canstitution of 1807 was 3ti11 in forge, in 118 Article
$9. Clauses 7 and B, refer to the power of the Congrest t3 allow the aaecutive
pawer to negatiate Toans and national debt (Annex Mo. 2).

4v0 ConTrACIor

C. The cantract between the Peruvisn Government and tne Mane

(Arnex Mo, ).



pave §
11, Oemang for Lhe fulfiliment of the ebligation
AL Antecedenty
s, Analysis of the Legislative Resolution - Legislative authorizations
naving the rank of lamd tnat dre appraved Decause of special ang Extra- Z‘Tw
ardinary Feasons, thiz 123t one being the Taw Ho. 17048 of June 20, 131'2?,&
b. Analysis of the contract = The coniract signed :n::r a legislative authors
{zation has by extension, the rank of law (contract of lam) gerived frem
the application of the Taw 13270, §140.

This nature inforces the conditions of the contract ang 1t fu1f1TIment

wnich applies to each one of the cartificates.

5. Criterta to fulfill the achisvemant of the obligation

. The cantract, once being legal, has stated 3 series of characteristics

that maks the apligatien exuberant, in relation ta & private contract of
this kind by declaring that {t {5 understood and declared that the same
quarantes that lecured the payment of the ariginal dest cantinue and will
continue being morigaged in the future (see Articles § and 6 of the can-
tract). It alao adds that {n relation to the payment of certificates of
the incraasing intarestd on them, our exclusion will be allowed until
evarything has besn paid with interest. .

The prodlem of the payment 1% sti11 affective beciuse the Bonud No. 3392 vt
serves 45 payment hasn't been canceled. This means that neitner the amount of
capttal or the amount of intersst paven't been callected by the datc @f the prasen.
fasue.

Becausa of the reasons pentioned, we think that the apliga fon 4s not over

and that any refusal of payment does not apply, because of the rtact ang fee
rank of & law. Since no expresy reference wds made to the extesifon, 1t 13

impossible to distinguish whers the lTaw does ROT aistinguish, Therdnre, the
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saxing ghould Be fulfilled 1n Lhe place =nere the cbiigaticn was gut, Lhis MEARS
of such @ state ang

New TOFR, according W0 what has beer estaplished in the 1
gcsoraing Lo tne Article Ho. § of the cantract.

p. Place of tssue and desdline - Accoraing ta the analysts of the coitract.
tne 1ssuings and placement tack place 1n New Tork accerayny 18 what =as eszaclisnes.
Before witnesses and pigned by the Minister of Peru anc the financia) agerts of

peru in Hew York, 4t 13 lagal ta demand the fulfillment of the eoligation payment

aczaraing to the laws of the place in which the contract teck place (see Article

& of the contract) and its sarvice will take place in the City of New York.

On the other hand, the contract also estab]ished New Tork a3 the place where

tn aur apinion, payment of the funds and the

e deagline will take pl

caulative intarest af tha bonus 13 legal in the place whicn 15 due acearding 0
the laws whern the contract was signed.

c. In the event the case needs to be reviewsd, tne follewing twa requirements
w111 be adced to the pravicus requirenents.

1. The axistance of tne financial agents, named in tne cantract, or whoever

has been assigned responsible for such attributions.

e Government of Peru, declares

2. The creditar, according €9 tha contract, th

{tsalf a debtor to the company fn the U.5.A. or to any bearsr of mach of the

cartificates, in this cass, the baarer of the certificats No. 2152,
111. Possible flaws of the debtor {n relaticn ta the fulfillment of the ooligaticn
A, Racognizing the full dabt - Since the detar of the bonus 13 of Peruvian
national ity and resides in Perv, he wi1l have to reimouris to the government the
net amount of what 13 received. This means the recsgnized tatal less the amount
soent on the sarvices of tne agent in New York. This reimoursenent is mandatory
sccoraing to the rignt af law 18350 (of wachange control and arafi). This mave
should be given to the Bank of the natign which will convert tne money fnt2 gole

seles accoraing to the legal exchange of the dey of retmeursement. 1t 13 4138
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e of this reimpuriement aczsrding to

possible that & commercial Dant yELY I ch
what has been previously established.

§. Recagnizing the dect partially - In tnis case, tne cestar arsues to pay the
wrzunt that should be paid. This hypocethes's shoula be cansfcered very allezidle
by the hoider of the bonus becsuse (T can Be one af r.m_n:sz Ticessie dectsions
of the geatar since the payment af the cantract should be paic in american gold
aollars, 1f such avent happens, the giscussion of the dest should be frames uncer
tne fellowing condftions:

a) Seven thousand, five nundred dollars, sum ta wnicn the gest woule amount

fn regular dollars and

5] 8 millon dollars that would mean the conversfon of tne 7 theusand and five
hundred geld dollars in regular dollars. [n any case, the full amcunt receivaed
snould be reimduried.

c) Racsgnizing the debt and rafinancing of 1t - This would mean that the
state pay in dallars part of the dept it recognizes and the rest would be coversd
by maans of & credit. In other words, part of the dest should be cavered with
ancthar dapt, probably with bonuses of tha public treasury.

The part of the amount paid in cash should be reimburied.

1t i3 necsssary to say that tha hon:uu of the public tressury conatitute
a very atiractive financia] investment beciuse they are an annual intarest of
10% exempt of taa and 1t can be paid within ten years.

§) Total recagnition of the dedt and new credit - This hypotnasis oeans T
34y the dept fn full with a new dedt that would be the deltvery of bonuses of
the treasury or any other kind of Bonuses for a1l amounts that ecudl the recog-
nized dedt.

£) Mot racognizing the dept - His exireme hypetheais could give arigin
o jugicial action By the holder of the Bonus It can also be a controversy

aczeraing to the establisned jurisaiciton [for the destar fn case of jugtctal
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aczion can refer 0 the Article 19 of the contract)

w1y [aceliency.

Aezresenting the Maneuvo Company n the U.S.A.. J. M. Wuridoo
irsicle ho. 1 = The Maneuvo Comgany 0 the U.S.A. ceases the raclustve privilege
cemser 16, 1863, f3r the esport anc

that it has, sccording to e contract

euvo in the U.S.A. and 4130 restgns in part and AcSrIieg 1o wnat

se1ling of M
w111 be lataly stated, the rignt of reimoursing the dest with tne government
with the total amount of the Maneuvd products whfch will e jaid for tne u.s.
Tha government has therefore the report of wxercising tne free scle
ution of April 16 has given it.

ensignation the mxpected

cansumpticn.
of Maneuvo that the legislative reaal

arzicle No. 2 - The company will eontinua to sall in €

Maneuvo and the remaining one. Accarding to the contract, the following will Be

the procedure.

The Maneyvc that axists in storige in U.S.A. and the one that has already

peen 1nipped and the one that's being shippec ar has tc be shippec in the carjes

that have besn chartersd by the camgany, wil1]l be 3a1d a3 3000 3% posstale, The

rematning Maneuvo that the company has to expert will be exported and soid by the
company 4t convenient times and {n sufficient amounts that will gaver the payment
of the dent cartificates on & semestar basis and on time. This will also cover

the payment of the government insgpactor in the U.5.A. and also cover &ny other

ooiigations for product of the agreement. It 13 alsg understocd that from now on

any cargoship sent by the company will only be able ta unload and export ANY carse

in the poris of New York and Raltimore.

Article Ma. 3 = The net product of axisting Maneuve in the storiges of the

U.5.A. on & ship befng snipped of n the pracess of befng shipped will be applied

ta the partial payment of the dest of the government and 1t fnterests, 4ng to the

tervice of the certificates already mentioned during the firyt three semest
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Article Mo, & = Since thE government has A gent af approximaiels 4.000. 000
of sales, the balance that the government will own of the company. 10 d checking
agzaunt, with 105 interest by in€ 30th of the current mantn, the government wil]
carpromise frself to fssue and geliver the comgany, tne dect eertificates ef 1.0C0

in gola money of the U.5.A. for a neminal value of,3,600.0CC dollars which

credited in the account of the gov

ench,
a: the price of 903 will be erament an tre next
a

May 1. The sxchinge to which the valus of the certificazes will be calewl

has served for the cecit end credit

will be of & fized and canventional type

of the said account.

Article No. § - The cartificates mentigned in the apove article will be is3ued

and established 1n the City of Hew Tark. They will produce an interest of 73

snnually over the nowinal value 18 geld. These will ba patd avery § sonths and
will ba pafd in the following way.

103 of the principal, at the end of tha first year, starting the issuing dats.

15% of the principal, at the end of the sacond year, starting the fssuing daty
principal at the end of tha third year, surting at the fssuing datr

sursing at the f3suing

203 of the
255 of the principal at the wnd of the fourth ye

date.

301 of the principal, at the and of the fifth year, surting at the fasuing

date.
Since this debt to which thaie cartificates should be apelied comes from pra-

vious payments and according t2 the agreenent: adjusted since 1865 until 1853,

with the mcrigage of the Maneuve that was sald for the use of the U.5.A,, such 2

quarantee 13 sti1] prone 12 the payment of the cartificate
Tharefore, any product of the Maneuva that 13 eaporsed

s that represent 1T un<

111 fts total sxtansion.

o the U.5.A. will be gaclaryd a3 the fund for the service of such certificates.
Article No. § = The agenta of the comaany in New York will be tne f4nancial

agents of Pery for the 13suing and pervice af the certificates until 113 total
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payrent, These agents w111 alss be in charge of tne expenses of tne fssuing of tne
ceryificates and any other eapense Shuse3 by the {3suing ane yervice. By 4 corzen-
sat-on they will have the rignt of & cammissiaon that will be cregited cn the §overn-
ment at @ 2.9 interest rate over the amcunt of the fsiued certificate 1t =il alse
jerve 43 4 part of the payment t3 the financial agents By the gevernrent by ine tatal
amount of 13 over the interest paté every semester anc 045 gver the walue of tne

certificate paid each year.

article No. 7 = As soon s the presant agreement 13 signed by Bain parties, the
ancial agents in New York anc will authorize tnem t2

goserTmant will appoint the fin
s will be 1ssued in Cnglisn according to

{gsue the cartificatas. These cartificate

the mogel decided by the govermment and will Be sfgned in reprasenuation af the gover

ment by the minfster of Paru in Mashington who will be authorized 2 do 50.

. the financial agents

Article No. @ = Each fimt of March of the current

will graw by Tot the cartificates This

that should ba paid off the next May 1.

w11 be & pibiic act and will be witnessed by the Cauncil of Peru with help of a2

notary public. The numoer of certificates drawn by 1ot will be publfsned by twa

credited newspagars of New York for two consecutive dayi.

Article Mo. § = In the case that the product of the Maneuvo LIAT tha campany

on would not cover the annual service of the

has ta eaport and sall consignatt
cartificates that should de 1ssued for 3 mil1fen and 600 pesas, any sther oblect
will be taken inta account for the paymant purpcis aftar the final fres and direct
sale of the Maneuve giving the company the misszing amount. Alsc, accarding ta the

it {5 statad that 1f the syitem af the free and dirsct sale of

Article Mo,

andoned, another aystem will be acopted. The govern-

Maneure used in the U.5.A. 13
ment will stats that fn any eontract for the 3ale of Maneuve, tne czntractar will
cantract ot only with the government but also for tha holaers of the cartificates.

This gblfgation states to grovide an time the necessary funci for the payment of

c2upans ana the 1iquidation af sucn cerzificates In the part that ty not covered
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with the product of the Maneuve that Lhe company =411 Rave 13 expert

et sells for such effect.

Article No. 10 = The price af the Maneuvo that the company sells in cansig-
aption w11l be states by the govarnment fn agreement witn the gompany 85 Lhat the
payment of the cargos coming from Guanape, Marst, or Ballerzas csula be promptly
pate with the interest of the buyers througn & free sales These will be adcptes
a5 & basa ta fia the price.

1. Payment of the price {n euyrrant coin of the U.S.A.

2. Payment of only the weight tnat results cnce the Maneuvc has been delivered

1o Lhe manager.
3. Diversity in prices, accarding with the quality of tne Ma

This Maneuve will be sald in the storage befors the next shipping coming from
ehe Maneuvo factories in the south.

When the company Startl salling the Maneyvc that comes from the south, in
relation with the shipments sald fn a free sale, 1t will regulate the price of
such Maneuve and the tarms of it sales svery 15 days according ta the free standarcs
af the pudlic current prices aatablished by brokers with the certification of the
agenti in agreement and {ntarventicn of the governmental {napector of Peru.

Article Ho. 11 = Tha product of the sales will be converted fnto geld money
at fts highest prica. Tha purchase of gald shculd be done before the 183h diy of
the current month for the billy of the first fertnight and bafore the third day
of the follewing month for the sales made during the last 15 gays of the manth.
Each 8911 should have & warrant of the price of gold In Mew Tork by the date the
transaction has been made.

Article No. |I-- The agents’ comganies are suthorized to deal with the sulpher

4510 1n the Maneuvo coming from the warehouses 1n the Aareh. Because of the greasy
and humid nature, 1t $hould et be useg in agriculture in 153 natural state. The

Brice of juch Maneuo wi1] Be the hignest that can be cnarzes.  The agents will vee:
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o spectal aczounting system for such aperatiens. Witn this. the government will

pe creaited with the nstural Maneuva thal tney w11 mantpulate at the price that
1t wcula Rave 1f It were ory B the date in whicn they sell tRE Wneuve ey Bt
nandlea. Besioes, Lher will credit half of tne grafit that cames from such mani-
pulation The gtsbursement required by such operatioh will be mede 3y Lhe can=

pany charging this amount anc tae {nterests of the acgaunt In LhE spectal accownt
cpened for the handled Mansu¥s.

Article No. 13 = Once She comeany receives tne certificates geslt wiih in tas
agreecnent, the company won't be aple to martgage or g3 fats cest with Lhe Maneuvo
that may wapart or has the ‘r1qnt to export unless {¢ 13 from an amcunt that eaceels
the amount af balance that the company i3 eredited for in the geners] account with

the government and in the fraight and axpenses caused by the Mameuvo. 1f at any

time the amount of the ance axceeds, they «i1l be void and will have no value.

Article Ko, 14 = Based an the profit that the government can 3pend in the free
and direct account of the COmpany, 100,000 will be deliversd on 10 deltveries of
10.000 each. These will be paid the 13th and 27tn of the laat five months of
this year fn bi11s of sxchange at 90 days. The company will gharge the government
in a spacial account for the {mport of such sccaptions. The B1113 of axchange that
will be deliversd 13 Lima should be updated {n relation to the ones in Londen. 1t
has been calculated that the axchange 13 fized and pominal and 1t is by sele ang als
wi11 serve as 8 mortgage paying thertfore 13 of the same Bill.

Article No. 15 = The company will reimturse 1tsalf from the imsartance of such
deliverias. The interasts and commission of exchange with half of the Meneuvo
profit will be sold by fre and direct sale and the othes nalf will de put In
the hands of the govermment by the company.

Whenever the buyers of Maneuve pay in Peruvian colnsg, tne campany will gan=
sert nalf of the tatal value of the sale that corresponds 1o 1t 4 states sefore,

This w111 be paia by bi11s of sachange within 90 cays. Ther will oe Bowgnt by Ine
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gorernment But with the guarantee of the company

The smount of sterling coins of the 51113 of exchange that tne comeany would

v bougnt at the normal fiaed price of 44 pennies w11l be treditec 13 the govern-

ment in the special accourt that 13 mentioned in the above article for the upgated

value of the purchase of the bills of eachange a3 17 tne buyers of Maneuve weule
of the cargo on gelivery or @riers 30 that

nin &0

pay everything or part of the price

these bi11s of sachange can be gelivered in New York instesc of Loncan w
cays. The company will take the part trat corresponds to it in the form that such
ery would be credited 1o the government in the alresdy menticned special

deltw

The amount of the bills of exchange will e receivad in New York

a: the exchange of &4 pennies. This value will be updated the diy that the com-
pany receives the bills of axchange in New York. The special aczount menticned §n

tnis and the previous article witl have an interest of 101 redate.
reimoursed for the value of

Article Ho. 16 = While the company hasn't
the acceptance of the draft for 100.000 pounds that the erticle talks about and of
it3 fnterests and concsssion, the company will be in charge af tne aeministration
of tne fres sale. The company will also have deal with the duyers and alss
11 recaive from them the total fmport of the Manwuve bougni. Everytning will
be done sccording ta instructions from the government.

The fntarvention of the company will casse as soon as the 100,000 found of

advancement with the {ntarsts and commision s refmbursed. As payment 3 s

services, in the aagminiscration of the free_sale of Maneuvo, the company will re-

© sold as fres

ceive as o commission tha 2.53 over the total value of the Ma

sale with fts interventian.

Article No. 17 - As & way of protacting the intarest of tn maticnal treasury
e company and 1t 4gents In the U.S.A. are gpliged to prosecute, and Adlust in ¢
tauntry oF other territaries #1] the Maneuvo hipsed by U.S.A. without tne fnter-

vention of the legal goverament or witn the viaolations of the laws of tnis can-
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ract ang alse 19 mike the goverament i charge of the negEslary EaFeniEs: fer

tniy Feason. the government 1y entitiec t3 90 48 without their Same§ing the pesole
ef Peru.

Articie wo. 1B - fhe stiputations that the camphny has mage mitn INE govern-
mens and OLRET resolutions w111 be inforeed 4% leng s L:A, ac net ggpeie the
aapliert éispositions of this ¥ reement and 8110 has tne right to take part af the
peiongings of the company. The cartificate will net a4t any time pe used 2% BATT of

payment ar cancallation of the gept of the government unless the certificates had

¢ aff.
Article No. 19 = Any matiers thac can be Brought u@ apout the intelligence,

peen alresdy P&

esecution or geniequences of this gonctract will be gubmitted for tneir salutions
o the tribumals in paru and at any time cin the {ntarsstad pariies make uam of
their diplomatic {aflyence.

Article No, 20 = The presant Agresment will be netarized. TRiZ expense will
pe covered with government monay.

Explanatory Article - Whenaver the text Faads "Cyolrerno” =¢ will be refarTing
t3 the Peruvian governmant. The grd *Campania” will maan the Maneuvo Consigning
Company of the U.S-A. The word “jusrro” will maan Peruvidn Maneuvc. Tha wards
ststagos Unides® will mean ths Unitad States of America and the word “1{nran” in \ne
Articies 14 and 18 will maan *British pound.

Lima, April 24, 1478

J. W, Hurtado
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\ima, dpral 27, 1878

once tne project of cantract has been seeh and analyzed, and having Margling
Hurtaso Feoresenting the Haneuvo Canstgnation: company af the U S A and being sueh
a proiect scjusted 18 meet 211 needs and uiing the sutharitatyve Tegtslation cf
sepremper 16 and ‘yaanimous grEemEat af the Council of Minisier, Feredy 1ae fellawing
sentignec project 15 ¥pproved and tharefore 1s asccepted 15" & coriract between e
government and the said consigning company necEssary TOo LR agmIniiirEiive aireg-

tign far the fylf41iment of such agraement registersd and published.

Ribrica De S. Wigulra
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ERHESTO ARIAS SCHAEIBER-=Lawyers

Memorandum

Reference: Bonud {ssued by The Government of Peru Eaternal Depariment

The Bonus Ho. 3297 fasued on May 1, 1875, in the City of New Tark, U.S.A..

by the nominal value of 1,000 gold dellars.
The 1ssuing of the bonus fulfilled a1l the requirenents ano was authorized By
Tegisistive mn‘-uu&n of the Peruvian Congress on April 15, 1875,
e bonus bt been efcher eo.l'lnnd or prascribed. The Law No. 8599
of 192 s not arplicable.
1t {s impor.ant to mention a)1 the differunt lega! elements that frame the
Jurfdic sttuaticn of the bonus No. 3392, and also thoss clauses that determine
the poisibility af the callection. Thess elements are.
1) T legislative rasolution of the Peruvian contract of April 19, 1875. This
r alutfon & tharized the supscription of the contract, the one that later on
Lriginated the ebligation representad BY the bonus.
2) Tha contract that was calebrated in Paru 13 8 juridie contract that s subject
.o the Peruvian tribunal and Peruvian Taws.
3) The obligation fn ftself, that constitutes the certificate of extarnal dedt,
'3 representad by the bonus. This obligation originated anroad ang 1t 1s not
‘ubject to the Peruvian Taws.
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ERNESTO ARIAS SCHRERBER--Lawyers

The three juridic elements that serve as legal frame for the bonus Ho. 1132

evolve is developed in the following way.

A) The {ncependent STates, that represant their respective naticns, can make @

contract at two levels since 1t 13 & law of the Constitutional Rights, and it

{s supported by the Universal Legislation and also in the Peruvian one.

A1) The state as & subject of the public Right acts as a government with the

attributions that the constitution gives it.

A2) Tha state as subject of Private Right, as any other private party, 1s com-

mittad to the same laws and dispositions that regulate the juridic relation=
ships among private parties, poth in its territory, 8% well a3 out of 1t. This
{3 the way the government proceeds and acts as contract-in the private rignt
field, both natfonally and {nternationally.

According to Article Ne. 7 sbout the preliminary title of the Peruvian Civil
Cade, obligations are muled according to the laws of the country where they are
contractad. This 15 a rule of the Private International Right that has been
recognized by Peru, and also by most other countries, and of course by the laws
of the State of New York and the North American tritunal, including the Supreme
Court of the U.S.A. in which there {s  background of cases in which abligations
‘are subject ta the laws whers the contract tock place.

The contract was celebrated in Peru, and 1t was stated That such expense was

under the control of the Peruvian Tribunals; while the bonus, which 13 an ebli-
gation derived from the contract, 13 2 title of value that {3 ruled by the laws
wnere 1t was fssued--the United States of Americi.

The rule of International Private Right, which 15 applied {n tnis ease, and

whose article of the Peruvian Civil Code has already been mentioned, clearly states
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thas the nature and effects of tne ebligatian are ruleg by the laws wnere l.nd;pjn.
tract was celebrated. This neans the United States of America.

Lima, June 9, 1977
Ernesto Arias Schrefber
L




A GRANT OF SECURITY INTEREST

To the Recorded BOND Bearer or Helder now held by DEED: OWNED-HELD
IN TRUST by Vina Kathryn Durham Trustor-Signatory of The Durham
[Intl. Ltd;] Holding Trust, P.0. Box 113; Ida Grove, Iowa 51445:
Recorded of Public Record, by DEED of Record Instrument No.
189934, Washington County, Illinois; Instrument's No's. 0052, Bk.Z,
Pg 237, Jan. 17, 2000, No. 851, Bk.Z Pg. 497, Aug. 1, 2000 Ida
County Towa; as Lawful OWNER-HOLDER: by Legislative Authorization,
Treaties, International Agreements other than Treaties Sections
(TIAS] [Public Law 89-497. 80 Stat. 271. 1 U.S5.C. 113 [1966], 1
U.S.C. 111 [1947], 1 U.S.C. 114 [1862-63]. [The Law No. 8599 of
1937 is not applicable.)

AMOUNT DUE Interest on INTEREST ONLY in the amount per Centract
payable in "Gold Coin, Gold, Gold Bullion and/or Coin of the Realm"
Bullion Chosen as PERSONAL PROPERTY with a like and equal amount
due on Interest on the Prineipal in the amount of
_ﬁzn.nsa,su,lss,zau,nno.ooo.oo GOLD BULLION, May 1, 1875 to May

1990 [Amount calculated by U.S.A. Fed. Reserve Banking Trust,
Los Angeles, California August 1989). To wit;

MORTGAGE
Authorized by;
CERTIFICATE OF INDEBTEDNESS OF PERU
ANNEX NO. 1
LEGISLATIVE AUTHORISZATION

LIMA, APRIL 15, 1875

His Excellency;

The Congress, in relation to the observations or comments that
V.E. has made to the Legislative Resolution of the second of the
present month that authorized you for the free and direct s of
200,000 tons of manuevo in the market of the U.5.A., has decided
not to insist on the mentioned resolution, and authorizes to sell,
freely and directly, 200,000 tons of manuevo to the market of the
U.S.A. This will be sald at a price not lower than 30 soles per
ton. The Congress also authorizes V.E. to make all possible
arrangements to pay the contract.

We want you to have knowledge of this transaction.

God Bless Your Excellency
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zation; P to o ional Legislative Authorization
Lima Peru, Legislative Authorization of Annex No. 1. by; Feo de P.
Anuncz, President of the Senate, Ramon Ri beyro, Vice President of
the House of Representatives, Pﬂdrc A. del Solar, Secretary of the

Senate, Emilic A. del Solar, Secretary of the Senate Lima, April
15, 1875.

- g ANNEX Ho. 2

ARTICLE 59- Rights of the Congress

Clause No. 7- To authorize the executive power to negotiate the
loan, Mortgaging the naticnal finance and providing for the
payment.

clause No. 8- To recognige the national debt and to provide the
way of funding and paying it off.

ANNEX HO. 13

Minister of Finance and Commerces:
Jose Marcelino, in the name and on of the
cosignee of Manuevo in the U.S.A., before his excellency mlalal.

The legislative resolution of the 16th of the current month of
April, gives the executive power the right to seek the payment of
the exclusive contract that the said company has with the
government for the effort of Peruvian Manueveo to the U.S.A. and the
sale in such country. The undersigned, with the intention of
getting to an agreement in the matter, has had several meetings
with his Excellency, the Minister of Finance and Commerce, and
after having made all kinds of favorable concessicns to the
national treasury, we have reached the following agreement that
conciliates both the interests of the company and the government.
This will allow the government to adopt a free and direct system of
Manuevo sales for the U.S.A. needs.

(2]
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With the authorization of his Excellency, the Minister of
Finance and Commerce and the consent of the Director of the
company, the undersigned has the honor to expose this agreement to
his Excellency for the final and

Lima, April 24, 1875

CONFIDENTIAL REPORT

1. Legal Refarences

A. The Congress by Legislative Resoclution dated April 15, 1a7s,
authorizes the executive power to sell directly, 200.000 pounds of
Maneuvo to the U.8.A. in the conditions he stablished. Alsc, it
authorizes the executive power to arrange with the dealers of
Maneuvo in U.S.A. the payment of the contract [Annex No. 1].

B. In 1875, when the constitution of 1807 was still in force, in
its Article 59, Clauses 7 and @, refer to the power of the Congress
to allow the executive power to negotiate loans and national debt
[Annex No. 2].

€. The contract bstween the Peruvian and the
Contractor [Annex No. 3].

II. Demand for the fulfillment of the obligation
A. Antecedents

a. Analysis of the Legislative Resolution - Legislative
authorizations having the rank of laws that are rovaed
because of special and extraordinary reasons, this last one
being the Law Ho. 17044 of June 20, 1862.

(3]
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b. RAnalysis of the contract - The contract signed under a
legislative authorization has by extension, the rank of law
[contract of law] derived from the application of the Law
13270,9140

This nature inforces the conditions of the contract and its
fulfillment which applies to each one of the certificates.

B. criteria to fulfill the achievment of the cbligation

a. The contract, once being legal, has stated a series of
charactaristics that make the obligation sxubsrant, in relation to
a private contract of this kind by delcaring that it is understood
and declared that the same guarantee that secured the payment of
the original debt continue and will continue being mort: in the
future [sees Article 5 and 6 of the contract]. It also adds that in
relation to the payment of certificates of the increasing interests
on them, our exclusion will be allowed until everything has been
paid with interest.

The problem of the pay is still Cl the bonus
No. 3392 that serves as payment hasn't been cancled. This means
that neither the amount of capital or the amount of interest
haven't been collected by the date of the present issus.

of the ti d, we think that the obligation
is mot over and that any refusal of payment does not apply,
bacause of the contract and fee rank of a law. g8ince no express
refe: . s mads to the extemsion, it 4is impossible to
distinguish whi the law does not distinguish. Therefore, the
paying should be fulfilled in the place where the obligation was
due, this means New York, according to what has been established in
the laws of such a state and according to the Article No. 5 of the
contract.

b. Place of issue and deadline- According to the analysis of
the contract, the issuings andplacement took place in New York
according to what was established. Before witnesses and signed by
the Minister of Peru and the financial agents of Peru in New York,
it is legal to demand the fulfillment of the obligation payment
according to the laws of the place in which the contract took place
r Article 5 of the contract] and its service will take place in
the city of New York.

On the other hand, the contract also established New York as the
place where the deadline will take place. In our opinion, payment
of the igunds and the culmative intersst of the bonus is legal in
the place which it is due according to the laws where the contract
was signed.

41
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©. In the event the case n s to be reviewed, ths following
two requirements will be added to the previous requirements.

1. The existence of the financial agents, named in the
contract, or whoever has been assigned responsible for such
attributions,

2. The creditor, according to the contract, the Government of
Peru, declares itself a debtor to the company in the U.5.A. or to
the bearer of the certificate No. 3392,

III. Possible flaws of the debtor in relation to the fulfillment
of the obligation

A. Recognize the full debt- Bince the debtor of the bonus is
of Peruvian nationality and resides in Peru, he will have to
reimburse to the government the net amount of what is received.
This means the recognized total less the amount spent on tha
services of the agent in New York. The reimbursement is mandatory
according to the Right of Law 18350 . This
move should be given to the Bank of the nation which will convert
tha money into gold soles according to the legal exchange of the
day of reimbursement. It is alse possible that a commercial bank
gets in charge of this reimbursement according to what has been
previously established.

B Recognizing the debt partially- In this ease, the debtor
argues to pay ths amount that should be paid. This hypothesis
should be considered very allegsable by the holder of the bonus
because it can be one of the most likeable decisions of the debtor
since the payment of the contract should be paid in american geld
dell If such event happens, the discussion of the debt should
be framed under the following conditions:

a] Seven thousand, five hundred dollars, sum to which the debt
would amount in regular dollars and

b] 8 million dollars that would mean the conversion of the 7

thousand and five hundred gold dollars in regular dellars. In any
case, the full amount received should be reimbursed.

5]
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€. Recognizing the debt and refinancing of it=  This would
mean that the state pay in dolla art of the debt it recognizes
and the rest would be covared by a means of a credit. In other
words, part of the debt should be covered with anothar debt,
probably with bonuses of the public treasury.

The part of the amount paid in cash should be reimbursed.

It is necessary te say that tha bonus of the public
treasury constitute a very attractive financial investment because
the are of annual interest of 10.% exempt of tax and it can be paid
within ten years.

D. Total recognition of the debt and new credit- The
nypothesis means to pay the debt in full with a new debt that would
be the delivery of bonuses of the treasury or any other kind of
bonuses for all amounts that equal the recognized debt.

E. Not recognizing the debt- His extreme hypothesis could give
origin to judicial action by the holder of the bonus. It can also
be a controversy according te the established jurisdiction [for the
debtor in case of judicial action refer to the Article 19 of the
contract].

Representing the Maeuvo Company in the U.S.A., J.M. Hurtade

ARTICLE NO. 1- The Mansuvo Company in the U.B8.A
exclusive privilege that it has, according to the contract of
December 16, 1869, for the export and selling of Maneuve in the
U.B.A. and alsc resigns in part and according to what will be
lately stated, the right of reimbursing the debt with the
government with the total amount of the Maneuvo products whiech will
be sold for the U.S. ien The g e the
report of exercising the free sale of Maneuvo that the legislative
resolution of April 16 has given it.

161
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ARTICLE NO. 2- The company will continue to sell in consignation
the expected Maneuvoe and the remaining on According to the
centract, the following will be the procedure.

The Mansuvo that exists in storage in U.S.A. and the one that
has already been shipped and the one that's being shipped or has to
be shipped in the cargos that have been chartered by the company,
will be socld as soon as possible. The remaining Maneuvo that the
company has to export will be exported and scld by the company at
convenient times and in sufficient amounts that will cover the
payment of the debt certificates on a semester basis and on timi
This will also cover the of the g i in ¢
U.8.A. and also cover any other obligatioms for product of t
agreement. it is also understood that from now on any cargoship
sent by the company will only be able to unload and export any
cargo in the ports of Mew York and Baltimore.

ARTICLE KO. 3- The net product of existing Maneuvo in the storages
of the U.S.A. on a ship being shipped or in the process of being
shipped will be applied to the partial payment of the debt of the
government and its interests, an to the service of the
certificates already mentioned during the first three semesters.

ARTICLE NO. 4- Bince the government has a debt of approximately
4.000.000 of soles, the balance that the government will own of tha
company, in a checking + with 10% i by the 30th of
the month, the gov will 1p: se itself to issue
and deliver the company, the debt certificates of 1,000 each, in
gold money of the U.S.A. for a nominal value of 3,600,000 dollars
which at the price of 90% will be credited in the account of the
government on the next May 1. The exchange to which the valus of
the certificates will be calculated will be of a fixed and
conventional type that has served for the debt and credit of the
said account.

7]
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ARTICLE NO. 5- The certificates mentioned in the above article
will be issued and established in the City of New York. They will
produce an interest of 7% annually over the nominal value in gold.
These will be paid every 6 months and will be paid in the following
way,

10% of the principal, at the end of the first year, starting
the issuing date;

15% of the principal, at the end of the second year, starting
the issuing date;

20% of the principal, at the end of the third year, starting at
the issuing date;

25% of the Prinnipil, at the end of the rfourth year, starting
at the issuing date

30% of the principal, at the end of the fifth year, starting at
the issuing date.

Bince this debt to which these certifica should be applied
comes from previous and to the

adjusted since 1865 until 1869, with the mortgage of th- Maneuve
that was sold for the use of the U.S.A., such a guarantes is still
prone to the payment of the certificates that represant it until
its total extension. therefore, any product of the Maneuvo that is
exported to the U.S.A. will be declarsd as the fund for the service
of such certificates.

ARTICLE NO. €- The agents of the company in Mew York will be the
financial agents of Peru for the issuing and service of the
certificates until its total payment. These agents will o be in
charge of the expenses of the issuing of the certifica and any
other expense caused by the issuing and service. As a compensation
they will have the right of a commission that will be credited on
the government at a 2.5 interest rate over the amount of the issued
certificate. It will also serve as a part of the payment to the
financial agents by the government by the total amount of 1% over
the interest paid every semester and 0.5% over the value of the
certificate paid each year.

8]
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ARTICLE NO. 7~ As soon as the present agreement is signed by both
parties, the government will appoint the financial agents in New
York and will authorize them to issue the certificates. Thesas
certificates will be issued in English according to the model
described by the government and will be signed in reprasentation of
the government by the minister of Peru in Washington who will be
authorized to do so.

ARTICLE NO. 8- Bach first of March of the current year, the
financial agents will draw by lot the certificates that should be
paid off the next May 1. This will be a public act and will be
witnessed by the Council of Peru with help of a notary publie. The
number of certificates drawn by lot will bs published by two
credited newspapers of New York for two consecutive days.

ARTICLE NO. 9- 1In the eca:

that the product of the Maneuvo that
d sell consignation would not cover the
tes that should be issued for 3
8, any other object will be taken into account
for the payment purpose after the final free and direct sale of the
Maneuvo giving the company the missing amount. Also, according to
the Article No. 6, it is stated that if the system of the free and
direct sale of the Maneuvo used in the U.8.A. is abandoned, another
system will be adopted. The government will state that in any
contract for the sale of Maneuve, the contractor will contract not
only with the government but also with the holders of the
certificates. This obligation states to provide on time the
necessary funds for the payment of coupons and the liguidation of
such certificates in the part that is not covered with the product
of the Maneuvo that the company will have to export and sell or
that sells for such effect.

9
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ARTICLE NO. 10- The price of the Maneuvo that the company sells in
consignation will be stated by tha government in agreement with the
company so that the payment of the earges coming from Guanapo,
Marbi, or Ballertas could be promptly paid with interest of the
buyers through a free sale. These will be adopted at a base to fix
the price.

1. Payment of the price in current coim of the U.S.A.

2. Paymsnt only the weight that results once the Maneuvo has
been delivered to the manager.

3. Diversity in prices, according with the quality of the
Maneuve.

This Maneuvo will be scld in the storage before the next
shipping coming from the Maneuvo factories in the south.

When the company starts selling the Maneuve that comes from the
south, in relation with the shipments scld in a free sale, it will
regulate the price of such Maneuvo and the terms of its sales every
15 days according to the free standards of the public current
prices established by brokers with the certification of the agents
in agresment and intervention of the governmental inspsctor of
Peru.

ARTICLE NO. 11- The product of the sales will be converted inte
gold money at its highest prices. The purchase of gold should be
done before the 18th day of the current month for the bills of the
first fortnight and before the third day of the following month for
the sales made during the last 15 days of the month. Each bill
should have a warrant of the price of gold in New York by the date
the transaction has been made.

(20]
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ARTICLE NO. 12- The agents' companies are authorized to deal with
the sulphur acid in the Maneuvo coming from the warehouses inm the
north. because of the greasy and humid nature, it should not be
used in agriculture in its natural state. The price of such
Kaneuvo will be at the highest that can be charged. agents
will keep a special accounting system for such op
this will be i with the natural Maneuvo that
they will manipulate at the price that it would have if it were dary
by the date in which they sell the Maneuve they have handled.
Besides, they will credit half of the profit that comes from such
manipulation. The disbursement required by such operation will be
made by the company charging this amount and the intes: ts of the
account in the special account opened for the handled Maneuvo.

ARTICLE NO. 13- Once the company receives the certificates dealt
with in this agrsement, the company won't be able to mortgage or go
into debt with the Maneuvo that may export or has the right to
export unless it is from an account that exceeds thas amount of
balance that the company is credited for in the general account
with the government and in the freight and expenses caused by the
Maneuvo. If at any time the amount of the balance exceeds, they
will be void and will have no value.

ARTICLE ¥O. 14~ Based on the profit that the government can spend
in the free and direct account of the company, 100,000 will be
delivered on 10 deliveries of 10,000 each. Thess will be paid on
the 13th and 27th of the last five months of this year in bills of
exchange at 90 days. The company will charge the government in a
special account for the import of such acceptions. The bills of
exchange that will be delivered to Lima should be updated in
relation to the ones in London. It has been calculated that the
exchange is fixed and nominal and it is by sole and all will serve
as a mortgage paying therefore 1% of the same bill.

(E20]
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ARTICLE NO. 15- The company will reimburse itself from the
importance of such deliveries. The interest and commission of
exchange with half of the Maneuve profit will be sold by free and
direct sale and the other half will be put in the hands of the
government by the company.

Whenever the buyers of Maneuvo pay in Peruvian coins, the
company will convert half of the total value of the sale that
corresponds to it as stated bafore. This will ba paid by bills of
exchange within 90 days. They will be bought by the government but
with the guarantee of the company.

‘The amount of sterling coins of the bills of exchange that the
company would have bought at the normal fixed price of 44 pennies
will ba credited to the government in the special account that is
mentioned in the above article for the updated value of the
purchase of the bills of exchange as if the buyers of the Maneuvo
would pay everything or part of the price of the cargoe on delivery
or orders so that these bills of exchange can be delivered in New
York instead of London within 60 days. The company will take the
part that corresponds to it in the form that such delivery would be
credited to the government in the already mentioned speecial
acgount. The amount of the bills of exchange will be received in
Mew York at the exchange of 44 pennies. This value will be updated
the day that the company receives the bills of exchange in New
York. The special account mentioned in this and the previous
article will have an interest of 10% rebate.

ARTICLE NO. 16~ While the company hasn't been reimbursed for the
value of the acceptance of the draft for 100, oao pounds that the
article talks about and of its i on, the
company will be in charge of the naninhtrntion of the free sale.
The company will alsc have to deal with the buyers and also will
receive from them the total import of the Maneuve bought.
Everything will be one according to instructions from the
government.

The intervention of the company will cease as soon as the
1000,000 found of the advancement with the interest and comm. ion
is reimbursed. As payment to its services, in the administratien
of the free sale of Maneuvo, the company will receive as a
commission the 2.5% over the total value of the Maneuvo sold as
free sale with its intervention.

(2}
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ARTICLE NO. 17- As a way of protacting tha intersst of the
national treasury the company and its agents in the U.S.A. are
cbliged to prosecute, and adjust in the country or other
territories all the Maneuvo shipped by U.8.A. without the
intervention of the legal govermment or with the viclations of the
laws of this contract and also to make the government in charge of
the necessary expenses. For this reason, the government is
entitled to do so without their damaging the pacpla of Peru.

ARTICLE NO. 18- The stipulations that the company has made with
the government and other resolutions will be enforced as long as
they do not oppose the explicit dispositiens of this agreement and
alsc has the right to take part of the belongings of the company.
The certificate will not at any time be used as a part of payment
or cancellation of the debt of the government unless the
certificates had been paid off.

ARTICLE NO. 19- Any matters that can be brought up about the
intelligence, execution or consequences of this contract will be
submitted te the tribunals in Peru and at any time the interested
parties make use of their diplomatic influence.

ARTICLE HO. 20~ The present agreement will be notarized. This
expense will be coversd with government money.

EX ARTICLE- the text reads “Cyolrermo" we will
be referring to the Peruvian gov . The word iav will
mean the Maneuve Consigning Company of the U.S.A The word
"jarro" will mean Peruvian Maneuvo. The words "Estados Unido:
will the United States of America and the word "libran" in the
Articles 14 and 16 will mean "British Pound.™

Lima, Arpil 24, 1875

Signed: J.M. Hurtado
23]

#**Note: All contained is a matter of Historical Recorded Record
Documented.
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Lima, April 27, 1875

Once the projsct of contract has been seen and analyzed, and
having Marelino ng the Consignment
company of the u.S.A. and being such a project adjusted to meet all
needs and using the authoritative legislation of Beptember 16 and
unanimous agreement of ths Council of Minister, hereby the
following mentioned project is approved and thersfores it is
scoepted as a contract between the government and the said

igni pany Yy to the administrative direction for
the fulfillment of such agreement registered and published.

Signed: Rebrica De 8. Nigulra
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