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No. 2055. LOAN AGREEMENT’ (HIGHWAY PROJECT)
BETWEEN THE EMPIRE OF ETHIOPIA AND THE
INTERNATIONAL BANK FORRECONSTRUCTIONAND
DEVELOPMENT. SIGNED AT PARIS, ON 13 SEPTEM-
BER 1950

AGREEMENT, datedSeptember13, 1950 betweenEMPIRE OF ETHIOPIA

(hereinaftercalledthe Borrower)andINTERNATIONAL BANK FOR RECONSTRUCTION

AND DEVELOPMENT (hereinaftercalled the Bank).

Article I

THE LOAN

Section1.01. The Bank agreesto lend to the Borrower, on the terms
and conditionshereinafterin this Agreementset forth or referredto, the sum
of five million dollars ($5,000,000),or the equivalentin currenciesother than
dollars.

Section 1.02. The partiesto this Agreementaccept all the provisionsof
Loan RegulationsNo. 32 of the Bank datedAugust 15, 1950 (hereinaftercalled
the Loan Regulations),a copy of which has beenfurnishedto the Borrower,
with the sameforce and effect as if they were fully set forth herein.

Section1.03. The Bank shall open a Loan Account on its booksin the
nameof the Borrower andshall credit to suchAccountthe amountof the Loan.
The amount of the Loan may be withdrawn from the Loan Account as pro-
vided in, and subjectto the rights of cancellationandsuspensionset forth in,
the Loan Regulations.

Section 1.04. The Borrower shallpay to the Bank a commitmentcharge
at therateof three-quatersof onepercent (3/4 of 1%)perannumon theprincipal
amount of the Loan not so withdrawn from time to time. For the purposes
of Section2.02 of the Loan Regulationsthe term “ Effective Date “ shallmean
the Effective Dateor February1, 1951, whichevershallbe the earlier, or such
other date as shall be agreedupon betweenthe Borrower and the Bank.

1 Cameinto force on 28 February1951, upon notification by the Bank of the Government
of Ethiopia.

2 Seep. 226 of this volume.
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Section 1.05. The Borrower shall pay interest at the rate of four per
cent(4%) per annumon the principal amountof the Loan so withdrawn and
outstandingfrom time to time.

Section 1.06. Interest and commitment charge shall be payable semi-
annually on March 1 and September1 in eachyear.

Section 1.07. The Borrower shall repay the principal of the loan in
accordancewith the amortization scheduleset forth in Schedule 1’ to this
Agreement.

Article II

USE OF PROCEEDSOF THE LOAN

Section 2.01. The Borrower shall causethe proceedsof the Loan to be
appliedexclusivelyto the cost of goodswhich will be requiredfor the carrying
out of the Project as describedin Schedule21 attachedhereto. The specific
goods to be purchasedout of the proceedsof the Loan shall be determined
by agreementbetweenthe Bank and the Borrower, and the list of suchgoods
may be modified from time to time by agreementbetweenthem.

Section 2.02. The Borrower shall causeall goodspurchasedin whole or
in part with the proceedsof the Loan to be usedin the territories of the Bor-
rower exclusively in the carrying out of theProject.

Article III

BONDS

Section3.01. The Borrower shallexecuteanddeliver Bondsrepresenting
the principal amount of the Loan as provided in the Loan Regulations.

Section3.02. The Minister of Financeor the Vice-Minister of Finance
and the Chief Treasurerof the Borrower and such personor personsas any
of them shall appoint in writing are designatedas authorizedrepresentatives
of the Borrower for the purposesof Section 6.12 of the Loan Regulations.

Article IV

PARTICULAR COVENANTS

Section 4.01. (a) TheBorrowershall causethe carrying outof the Project
to proceedwith due diligence and efficiency and in conformity with sound
engineeringpractice.

Seep. 224 of this volume.
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(b) The Borrower shall causeto be furnishedto the Bank, promptly upon
their preparation, the plans for the Project and any material modifications
subsequentlymade therein.

(c) The Borrower shall causeto be maintainedrecords showing the use
madeof the goodsandthe progressof the Project (including the cost thereof);
shall enable the Bank’s representativesto examinethe Project, the goodsand
any relevant records and documents;and shall cause to be furnished to the
Bank all such information as the Bank shall reasonablyrequestconcerning
the goodsand the Project.

Section 4.02. The Borrowerandthe Bank will cooperatefully to assure
that the purposesof the Loan shall be accomplished. To that end, each of
them shallfurnish to the otherall suchinformationas it shall reasonablyrequest
with regard to the general statusof the Loan. On the part of the Borrower,
such information shall include information with respectto financial andeco-
nomic conditionsin the territoriesof theBorrower andthe internationalbalance
of paymentsposition of the Borrower. TheBorrower andthe Bank will from
time to time exchangeviews through their representativeswith regardto mat-
ters relating to the purposesof the Loan and the maintenanceof the service
thereof. The Borrower will promptly inform the Bank of any condition that
shall interferewith, or threatento interfere with, the accomplishmentof the
purposesof the Loan or the maintenanceof the service thereof; and, if the
Borrower or any of its political subdivisions or any agency of the Borrower
or any such political subdivisionshall proposeto incurany substantialexternal
debt, will inform the Bank of the proposaland, before the taking of the pro-
posed action will afford the Bank all opportunity which is reasonablypracti-
cable in the circumstancesto exchangeviews with the Borrower with respect
thereto. The Borrower will afford all reasonableopportunity for accredited
representativesof the Bank to visit any part of the territoriesof the Borrower
for purposesrelatedto the Loan.

Section4.03. It is the mutual intention of the Borrower and the Bank
that no otherexternaldebtshall enjoy any priority over the Loan by way of a
lien on governmentalassets. To that end, the Borrower undertakesthat,
except as the Bank shall otherwiseagree, if any lien shall be createdon any
assetsof the Borrower or any of its political subdivisionsor any agencyof the
Borrower or any such political subdivision as security for any external debt,
suchlien shalli~psofacto equallyandratablysecurethe paymentof the principal
of, and interestandotherchargeson, the Loan andthe Bonds, and that in the
creationof any suchlien expressprovision shall be madeto that effect.

Section4.04. The principal of, and interest and other chargeson, the
Loan and the Bonds, shall be paid without deduction for and free from any
taxes imposedby the Borrower or any taxing authority thereof or thereinand

No. 2055
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free from all restrictionsof the Borrower and its political subdivisionsor agen-
cies. The foregoingprovision of this Section shall not apply to taxeson pay-
mentsunderany Bond to aholderthereofother than the Bank whensuch Bond
is beneficially owned by an individual or corporateresident of the Borrower.
The Loan Agreement andthe Bondsshallbe free of any issue,stampor other
tax imposedby the Borrower or any taxing authority thereofor therein.

Section 4.05. The Borrower shall satisfy the Bank that it has madeade-
quatearrangementsto insurethe goodsfinancedwith the proceedsof the Loan
against risks incident to their purchaseand importation into the territories
of the Borrower.

Section4.06. (a) For a period of three years after the Effective Date
the Borrower will provide the agency establishedpursuantto Section 6.01 (a)
of this Agreementwith (i) theproceedsof all taxesimposedon theimportation,
sale, purchaseor use of gasolineandoil; provided, however,that if during any
yearof suchperiod suchproceedsof such taxesshall be less than four million
Ethiopiandollars theBorrowerwill during that yearprovidefrom othersources
an amount not less than the difference betweenfour million Ethiopian dollars
and such proceeds;and(ii) in addition to the amountsspecified in clause(i)
of this paragraph(a) an amount of two million Ethiopian dollars per year.

(b) Thereafter, the Borrower will provide such agency with the proceeds
of all taxes imposedon the importation, sale, purchaseor use of gasoline and
oil up to an amount of eight million Ethiopiandollarsannually. If during any
yearsuchproceedsshallnot amountto five million Ethiopiandollars,theBorrow-
er will provide from othersourcessuchamountsasshallbe requiredto bring
the total amountso providedduring suchyear to at least five million Ethiopian
dollars.

Article V

REMEDIES OF THE BANK

Section 5.01. If any eventspecified in paragraphsI or 2 of Section 5.02
of the Loan Regulationsshall occur andshall havecontinuedfor a period of
thirty days or if an eventspecified in paragraph3 of Section 5.02 of the Loan
Regulationsshall occur and shall have continuedfor a period of sixty days
after notice thereofshall havebeen given by the Bank to the Borrower, then
at any subsequenttimeduring thecontinuancethereof, the Bank, at its option,
may declarethe principal of the Loan and of all the Bonds then outstanding
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to be due andpayableimmediately, and upon any such declarationsuchprin-
cipal shall becomedue and payableimmediately, anything in this Agreement
or in the Bonds to the contrarynotwithstanding.

Article VI

EFFECTIVE DATE

Section 6.01. The following events are specified for the purposesof
Section9.01 (b) of the Loan Regulations:

(a) An agency of the Borrower shall have been establishedhaving such
organization,financial procedure,and legal statusandpowersas in the opinion
of the Borrower and the Bank shall be requiredto enable it to carry out the
Project.

(b) Suchagencyshallhavebeenprovidedwith a managerial,financial and

technical staff, mutually satisfactory to the Borrower and the Bank.

(c) Arrangements,mutually satisfactory to the Borrower and the Bank,
shall have beenmade:

(i) to provide the agency establishedpursuantto paragraph(a) of this

Section with five million Ethiopiandollars, and

(ii) to providefor the paymentof amountsto be paid pursuantto Section
4.06 (a) of this Agreement.

Section 6.02. The datespecified for the purposesof Section 9.04 of the
Loan Regulationsis March 1, 1951.

Article VII

MISCELLANEOUS

Section 7.01. The Closing Date shall be March 1, 1954.
Section 7.02. The following addressesare specified for the purposesof

Section 8.01 of the Loan Regulations:
For the Borrower: Ministry of Finance, Addis Ababa, Ethiopia.
For the Bank: InternationalBank for Reconstructionand Development,

1818 H Street, Northwest, Washington25, D. C.

Section 7.03. The Minister of Financeor the Vice-Minister of Finance
of the Borrower in office at the time in questionis designatedfor the purposes
of Section 8.03 of the Loan Regulations.

Section 7.04. The provisionsof this Agreementandof the Bonds shall
be interpretedin accordancewith the law of the Stateof New York, United
States,as at the time in effect.
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IN WITNESS WHEREOF, the partieshereto, acting through their representa-
tives thereuntoduly authorized,have causedthis Agreementto be signed in
their respectivenamesanddelivered,as of the day andyear first abovewritten.

Empire of Ethiopia:
By M. LEMMA

Authorized Representative
InternationalBank for Reconstructionand Development:

By EugeneR. BLACK

President

SCHEDULE 1

AMORTIZATION SCHEDULE

Date PaymentDue

September1, 1963
March 1, 1964
September1, 1964
March 1, 1965
September1, 1965
March 1, 1966
September1, 1966
March 1, 1967
September1, 1967
March 1, 1968
September1, 1968
March 1, 1969
September1, 1969
March 1, 1970
September1, 1970
March 1, 1971

PREPAYMENT AND REDEMPTION PREMIUMS

/2 of 1% if prepaidor redeemednot morethan five yearsprior to maturity; 1% if
prepaidor redeemedmore than five yearsand not morethanten yearsprior tomaturity;
1 3/4% if prepaidorredeemedmore than tenyearsandnot more than fifteen yearsprior
to maturity;and 2 /2/0 if prepaidor redeemedmorethan fifteen yearsprior to maturity.

SCHEDULE 2

DESCRIPTION OF PROJECT

The projectis a programfor the rehabilitation,repairandmaintenanceof the road
systemof the Borrower for the purposeof deriving as quickly aspossiblefrom the road
systemthe maximum economic benefitsto the Borrower obtainablefrom the funds
andresourcesallocatedto the program. Theprogramwill be carriedout by theagency

Principal
Amount

Payment
of

DatePaymentDue Principal

Outstanding
After Each
Payment

September1, 1955 ... —

March 1, 1956 $118,000
September1, 1956 ... 120,000
March 1, 1957 123,000
September1, 1957 ... 125,000
March 1, 1958 128,000
September1, 1958 ... 130,000
March 1, 1959 133,000
September1, 1959 . .. 136,000
March I, 1960 139,000
September1, 1960 ... 141,000
March 1, 1961 144,000
September1, 1961 ... 147.000
March 1, 1962 150,000
September1, 1962 . . . 153,000
March 1, 1963 156,000

$5,000,000
4,882,000
4,762,000
4,639,000
4,514,000
4,386,000
4,256,000
4,123,000
3,987,000
3,848,000
3,707,000
3,563,000
3,416,000
3,266,000
3,113,000
2,957,000

Payment
of

Principal

159,000
162,000
165,000
168,000
172,000
175,000
179,000
182,000
186,000
190,000
193,000
197,000
201,000
205,000
209,000
214,000

Principal
Amount

Outstandin
After Eac
Payment

2,798,000
2,636,000
2,471,000
2,303,000
2,131,000
1,956,000
1,777,000
1,595,000
1,409,000
1,219,000
1,026,000

829,000
628,000
423,000
214,000
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of theBorrowerestablishedpursuantto Section6.01 (a) of the Loan Agreement. The
status,organizationand powersand the managerialand technical staff of such agency
shall at all timesbe suchas shall, in the opinion of the Bank, benecessaryto enableit
to carry out its functions.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 AUGUST 1950

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO MEMBER GOVERNM ENTS

[Not publishedherein. SeeUnitedNations,TreatySeries,Vol. 156,p. 158]

LETTER, DATED 5 FEBRUARY 1951, FROM THE INTERNATIONAL BANK
FORRECONSTRUCTIONAND DEVELOPMENTTO THEGOVERNMENT
OF ETHIOPIA CONCERNING A CHANGE IN THE CHARGES FOR
SPECIAL COMMITMENTS

February5, 1951
Ministerof Finance
Ministry of Finance
Addis Ababa
Ethiopia

DearSir:

1. Referenceis made to Loan AgreementsNos. ~ and 322 betweenyou andthis
Bank, signedon September13, 1950,and to LoanRegulationsNo. 33 which theagree-
mentsincorporateby reference.

2. As you are aware, Section4.02 of Article IV of Loan RegulationsNo. 3 provides
that the Bank may at the Borrower’srequestenter into specialcommitmentsand that
the Bank may makea chargethereforas shallbe agreeduponbetweentheBank and the
Borrower. As ageneralrule theBankhashithertomadethis chargeat the rate of 1%
perannum.

3. I ampleasedto inform you that the Bank hasnow decidedto reducethis charge.
On specialcommitmentsof this sortwhich areenteredinto by theBankon or after the
effective dateof the respectiveLoan Agreementsreferredto above, theBank plans to
requesta chargeof ‘/~of 1% perannum,this chargebeingin additionto thecommitment
chargeof 3/4 of 1%, payableunderSection 1.04 of Article I of the Loan Agreement.

Sincerelyyours,
(Signed) D, CRENA DE IONGH

Treasurer

Seep. 214 of this volume.
Seep. 234 of this volume.3Seeabove.
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LETTER-AGREEMENT’ BETWEEN THE INTERNATIONAL
BANK FOR RECONSTRUCTION AND DEVELOPMENT
AND THE GOVERNMENT OF ETHIOPIA CONCERNING
FIRM COMMITMENTS. WASHINGTON, 13 FEBRUARY
1952

INTERNATIONAL BANK FOR RECONSTRUCTIONAND DEVELOPMENT

1818 H STREET, N. W., WASHINGTON 25, D.C.

February13, 1952

Ministry of Finance
Addis Ababa
Ethiopia

Gentlemen:

1. Pleaserefer to Loan AgreementNumber 31 ET (Highway Project)2 be-
tweenthe Empireof Ethiopia andthis Bank andto Loan RegulationsNumber
33 of the Bank which are applicableto that Loan Agreementpursuantto the
provisionsof Section 1.02 thereof.

2. On February5, 1951 the Bank wrote to you setting forth its policy with
regardto specialcommitmentsof the type referredto in Section4.02 of Article
IV of the Regulations.

3. Although you have not had occasionto apply for any such specialcom-
mitments we feel that it would be desirableat this time to reachagreement
asto thetermson which the Bankwould enterinto sucha specialcommitment.
We are thereforeproposinguniform terms to all of our Borrowers,as follows:

(a) the chargespecified in Section 4.02 of the Loan Regulationswill
be at the rate of 1/ of 1% per annumon the outstandingportion of any
specialcommitmententeredinto by the Bank at your request(in addition
to the chargeof 3/4of 1% perannumprovidedin Section 1.04 of the Loan
Agreement);

(b) such chargewill accruefrom the date on which the Bank enters
into such commitment to the dateor dateson which such commitment
is liquidated either by disbursementor cancellation;and

‘Came into force on 13 February1952 by signature.

2 Seep. 214 of this volume.

~See p. 226 of this volume.
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(c) suchchargewill be payablein UnitedStatesdollarssemi-annually
(on March 1 and September1 of eachyear in your case) togetherwith
other chargesdue under the Loan, in lieu of being debited to the Loan
Account as a withdrawal therefrom as provided in Section 4.02 of the
Regulations.

4. We are suggestingthat this chargebe payablesemi-annuallyon March 1
and September 1 since it will besmall in relationto otherchargesandwebelieve
that this representsa more convenientand practical method of effecting pay-
ment.

5. If the foregoingterms are agreeableto you, pleaseindicateyour agreement
by signing and returning the enclosedcopy of this letter.

Sincerelyyours,
Henry W. RILEY

AssistantTreasurer
Enclosure

Confirmed:
Empire of Ethiopia
By M. LEMMA

Authorized Representative
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