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No. 2056. LOAN AGREEMENT’ (DEVELOPMENT BANK
PROJECT) BETWEEN THE EMPIRE OF ETHIOPIA AND
THE INTERNATIONAL BANK FORRECONSTRUCTION
AND DEVELOPMENT. SIGNED AT PARIS, ON 13 SEP-
TEMBER 1950

AGREEMENT dated September13, 1950 betweenEMPIRE OF ETHIOPIA
(hereinaftercalled the Borrower) and INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT (hereinaftercalled the Bank).

Article I

THE LOAN

Section 1.01. The Bank agreesto lend to the Borrower, on the terms and
c9nditions hereinafterin this Agreementset forth or referredto, the sum of
two million dollars ($2,000,000), or the equivalent in currencies other than
dollars.

Section 1.02. The parties to this Agreement accept all the provisions
of Loan Regulations No. 32 of the Bank datedAugust 15, 1950 (hereinafter
called the Loan Regulations),a copy of which has been furnishedto the Bor-
rower, with the sameforce and effect as if they were fully set forth herein.

Section 1.03. The Bank shall open a Loan Account on its booksin the
nameof the Borrower. The amountof the Loan shallbecreditedto the Loan
Account in instalmentsas follows

(a) On the Effective Date there shallbe so credited the amount of one
hundredthousanddollars ($100,000);

(b) When any investment project shall be approvedby the Bank as in
Section2.02 of Article II of this Agreementprovided,thereshall be so credited
anamount equal to the estimatedcost thereof payablein currencyother than
currencyof the Borrower as approvedby the Bank;

(c) Additional amountsmay be credited by agreementbetweenthe Bor-
rower and the Bank.

1 Cameinto forceon 1 June1951 upon notificationby the Bankto theGovernmentof Ethiopia.
2 Seep. 248 of this volume.
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The amountsso credited shall not exceedin the aggregatethe amount
of the Loan. The Bank in its discretionmay refuseto credit any amount to
the Loan Account in excessof one million dollars if the proportion of such
excessamount to one million dollars would by such credit become greater
than the proportion of the aggregateamount paid on accountof subscriptions
under Section 6.01 (d) of this Agreementto the total of such subscriptions.
Amounts credited to the Loan Account may be withdrawn from the Loan
Account asprovidedin, andsubjectto the rights of cancellationand suspension
set forth in, the Loan Regulations.

Section 1.04. The Borrower shallpay to the Bank a commitmentcharge
at the rateof threequartersof onepercent(3/4 of 1 %) perannumon theamount
of the Loan standingto the credit of the Borrower from time to time in the
Loan Account. Suchcommitmentchargeshall accrue from the several dates
on which amountsshall be credited to the Loan Account to the respective
dateson which amountsshall be withdrawn by the Borrower from the Loan
Accountasprovidedin Article IV of the Loan Regulationsorshall be cancelled
pursuantto Article V thereof. The secondsentenceof Section 2.02 of the
Loan Regulationsshall be inapplicable.

Section 1.05. The Borrower shall pay interest at the rate of four per
cent (4%) perannum on the principal amountof the Loan so withdrawn and
outstandingfrom time to time.

Section 1.06. Interest and commitmentchargeshall 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 Schedule1’ to this
Agreement.

Article II

DESCRIPTION OF THE PROJECT; USE OF PROCEEDS OF THE LOAN

Section 2.01. The Project for which the Loan is granted is a program
to contribute to the developmentof the economicresourcesand facilities of
the Borrower by providing creditsfor productivepurposesto enterprisesin the
territories of the Borrower, and by making other productive investmentsin
such enterprises,for specific developmentprojects. Such credits and invest-
mentswill be provided or madeby the developmentbank to be organizedin
accordancewith Section 6.01 (a) of this Loan Agreement. Such enterprises
are herein called “ investment enterprises“ and such specific development

‘Seep. 248 of this volume.
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projectsare hereincalled “ investmentprojects“, andsuch developmentbank
is hereincalled the “ developmentbank “.

Section 2.02. Exceptas the Borrower andthe Bank shallotherwiseagree,
no credit to or investment in an investment enterpriseby the development
bank for an investmentproject to be financedin whole or in part out of the
proceedsof the Loan shallbe grantedor madein an amount in excessof the
amountfor which suchinvestmentprojectshall havebeenapprovedin writing
by the Bank for credit or investment.

Section 2.03. The Borrower shall causethe proceedsof the Loan to be
appliedexclusively to the cost of goodswhich will be requiredfor the carrying
out of the Project, including the carrying out of such investmentprojectsas
shall from time to time be approvedin writing by the Bank. Exceptas the
Borrower and the Bank shall otherwiseagree,requestsfor approvalof invest-
ment projectsshallbe submittedon or before February1, 1954. The specific
goodsto be purchasedout of the proceedsof the Loan shall be determined
by agreementbetweenthe Borrower and the Bank andthe list of such goods
may be modified from time to time by agreementbetweenthem.

Section 2.04. Any credit grantedby the developmentbank to, or other
investmentby the developmentbank in, an investmententerprisefor an in-
vestmentprojectto be financedin whole or in part out of the proceedsof the
Loan, shall be grantedor madeon terms wherebythe developmentbankshall
obtain, by the written agreementof such investmententerpriseor other ap-
propriate legal means,rights adequateto protect the interestsof the Borrower
and the Bank, and the developmentbank, including the right to require that
the proceedsof the Loan and the goods to be purchasedtherewith shall be
usedexclusively in the carrying out of such investmentproject with due dili-
gence and efficiency and in accordancewith soundbusinessand engineering
standards,and the right to obtain information relating to the foregoingand
to the financial condition of such investment enterprise. Such rights shall
include appropriate provision whereby further access by such investment
enterpriseto useof the proceedsof the Loan may be suspendedor terminated
by the developmentbank upon failure by such investmententerpriseto carry
out the terms of such credit or other investment.

No 2056
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Article III

BONDS

Section 3.01. The Borrower shallexecuteanddeliver Bondsrepresenting
the principal amount of the Loan as provided in the Loan Regulations.

Section 3.02. 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 OF THE BORROWER

The Borrower herebycovenantsas follows:

Section 4.01. The Borrower will causethe developmentbank to carry
out the Project and conduct its operationsin accordancewith soundbanking
standards. The managementand staff of the developmentbank will at all
times be acceptableto the Bank.

Section 4.02. The Borrower will causethe developmentbank to main-
tain recordsshowingthe usemadeof thegoods,and the progressof the Project,
and of each investmentproject (including the cost thereof) and reflecting in
accordancewith consistentlymaintainedsoundaccountingpracticesthe opera-
tions and financial condition of the developmentbank; will furnish or cause
to be furnished to the Bank all such information as the Bank shall reasonably
request concerning the goods, the Project, the investmentprojects and the
operationsand financial condition of the developmentbank.

Section 4.03. The Borrower will causethe developmentbankto exercise
its rights in relationto each investmentproject financed in whole or in part
out of the proceedsof the Loan in suchmanneras to protect the interestsof
the Borrower and the Bank and the developmentbank, andto makeavailable
to the Bank information concerningthe progressof such investmentproject
and the use therein of goodspurchasedwith the proceedsof the Loan.

Section 4.04. The Borrower will notpermit the developmentbank,with-
out the written approvalof the Bank, to decreaseits capital or incur any debt
exceedingin the aggregatethreemillion Ethiopian dollars (Eth. $3,000,000)or
declareor pay any dividendsof more than six percent (6%) per annum.

No. 2056
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Section 4.05. The charterof the corporationto be formed in accordance
with Section6.01 (a) of this Loan Agreementshall at all timesbe, in form and
substance,such as shall, in the opinion of the Bank, be required to enableit
properly to carry out the Project.

Section4.06. The Borrower will pay or cause to be paid all amounts
of the capital of the developmentbank subscribedpursuantto Section 6.01
of this Agreement in accordancewith the terms and conditions under which
it was subscribed.

Section 4.07. The Borrower andthe Bank will cooperatefully to assure
that the purposesof the Loan shall be accomplished. To that end, each of
them shall furnishto the otherall suchinformation as it shall reasonablyrequest
with regardto the general statusof the Loan. On the part of the Borrower,
such information shall include information with respectto financialand econo-
mic conditionsin the territoriesof the Borrower andthe internationalbalance
of paymentspositionof the Borrower. The Borrowerand the Bank will from
time to time exchangeviews throughtheir representativeswith regardto matters
relatingto the purposesof the Loanandthe maintenanceof the servicethereof.
The Borrower will promptly inform the Bank of any conditionthat shall inter-
fere with, or threatento interfere with, the accomplishmentof the purposes
of the Loan or the maintenanceof the servicethereof; and, if the Borrower
or any of its political subdivisionsor any agencyof the Borrower or any such
political subdivision shall proposeto incur any substantialexternaldebt, will
inform the Bank of the proposaland,before the taking of the proposedaction,
will afford the Bank all opportunity which is reasonablypracticable in the
circumstancesto exchangeviews with the Borrower with respectthereto. The
Borrower will afford all reasonableopportunity for accreditedrepresentatives
of the Bank to visit any part of the territoriesof the Borrower for purposes
relatedto the Loan.

Section 4.08. It is the mutual intention of the Borrower and the Bank
that no other external debt shall 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,
such lien shall ipsofacto equally andratably securethe paymentof the principal
of, and interestandotherchargeson, the Loan and the Bonds, andthat in the
creationof any such lien expressprovision shall be made to that effect.

Section4.09. The principal of, and interest andother chargeson, the
Loan and the Bonds, shall be paid without deduction for and free from any
taxesimposedby the Borrower or any taxing authority thereof or thereinand
free from all restrictionsof the Borrower and its political subdivisionsor agen-
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cies. The foregoingprovisionof this Section shall not apply to taxeson pay-
mentsunderany Bond to a holderthereofother than the Bank whensuchBond
is beneficially owned by an individual or corporateresident of the Borrower.
The Loan Agreementandthe Bonds shallbe free of any issue,stampor other
tax imposedby the Borrower or any taxing authority thereofor therein.

Section 4.10. The Borrower shall satisfy the Bank that it has made
adequatearrangementsto insure the goods financedwith the proceedsof the
Loan against risks incident to their purchaseand importation into the terri-
tories of the Borrower.

Article V

REMEDIES OF THE BANK

Section5.01. If any eventspecified in paragraphs1 or 2 of Section 5.02
of the Loan Regulationsshall occur and shallhave continuedfor a period of
thirty days or if an eventspecified in paragraph3 of Section 5.02 of the Loan
Regulationsshall occur and shall have continued for a period of sixty days
after notice thereofshall havebeengiven by the Bank to the Borrower, then
at any subsequenttime during the continuancethereof, the Bank, at its option,
may declarethe principal of the Loan and of all the Bonds then outstanding
to be dueand payableimmediately,and upon any such declarationsuchprin-
cipal shall becomedue and payableimmediately, anything in this Agreement
or in the Bondsto the contrary notwithstanding.

Article VI

EFFECTIVE DATE

Section6.01. The following events are specified for the purposesof
Section9.01 (b) of the Loan Regulations:

(a) A developmentbank whose chartershall be, in form and substance
mutually satisfactoryto the Borrower andthe Bank shallhavebeenduly formed
for the purposeof engagingin the businessof banking to assistagricultural
and industrial developmentin the territories of the Borrower.

(b) Suchdevelopmentbankshall havebeenprovided with a managerand
staff mutually satisfactoryto the Borrower and the Bank.

(c) Two million Ethiopian dollars (Eth. $2,000,000)shall have beenpaid
to such developmentbank as capital.
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(d) An additional amount of three million Ethiopian dollars (Eth.
$3,000,000)of the capitalof suchdevelopmentbankshallhavebeensubscribed
on such terms and conditions and by such subscribersas shall be mutually
satisfactoryto the Borrower and the Bank.

(e) Arrangementsmutually satisfactory to the Borrower and the Bank
shall have beenmadefor the subscriptionand paymentby the Borrower of
suchadditional amountsof capital of suchdevelopmentbank as shallbe equi-
valent to the amountof the Loan.

(f) The assetsof the Agricultural andCommercialBank of Ethiopiashall
have been transferred to such developmentbank on terms and conditions
mutually satisfactoryto the Borrower and the Bank.

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 shallbe August 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: International Bank for Reconstructionand Development,

1818 H Street,N. W., Washington25, D. C., U. S. A.

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 8.03of the Loan Regulations.

Section 7.04. The provisions of this Agreementand the Bonds shall be
interpretedin accordancewith the law of the Stateof New York, United States,
as at the time in effect.

IN WITNESS WHEREOF, the partieshereto, acting through their representa-
tives thereunto duly authorized, have caused this Agreement to be signed
in their respectivenamesanddeliveredasof theday andyearfirst abovewritten.

Empire of Ethiopia
By M. Lemma

AuthorizedRepresentative

InternationalBank for ReconstructionandDevelopment
By EugeneR. Black

President
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SCHEDULE 1

AMORTIZATION SCHEDULE

Principal Amount
Payment Out standing

of After Each
Principal Payment

PREPAYEMENTAND REDEMPTIONPREMIUMS

1/2 of 1% if prepaidor redeemednotmore than five yearsprior to maturity; 1% if

prepaidor redeemedmorethanfive yearsandnotmore thantenyearsprior to maturity;
1 3/4% if prepaidor redeemedmorethan tenyearsandnot morethan fifteen yearsprior
to maturity;and 21/2% if prepaidor redeemedmorethan fifteenyearspriorto maturity.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 AUGUST 1950

REGULATIONSAPPLICABLE TO LOANS M~z BY THE BANK TO MEMBER GOVERNMENTS

[Not publishedherein. See United Nations,Treaty Series,Vol. 156, p. 158]

Principal Amount
Payment Outstandin

of After Euc
Principal PaymentDate PaymentDue

September1, 1955 ...

March 1, 1956
September1, 1956 ...

March 1, 1957
September1, 1957 ...

March 1, 1958
September1, 1958 ...

March 1, 1959
September1, 1959 ...

March 1, 1960
September1, 1960 ...

March 1, 1961
September1, 1961 ...

March1, 1962
September1, 1962 ...

March1, 1963

—

$47,000
48,000
49,000
50,000
51,000
52,000
53,000
54,000
56,000
57,000
58,000
59,000
60,000
61,000
62,000

$2,000,000
1,953,000
1,905,000
1,856,000
1,806,000
1,755,000
1,703,000
1,650,000
1,596,000
1,540,000
1,483,000
1,425,000
1,366,000
1,306,000
1,245,000
1,183,000

DatePaymentDue

September1, 1963
March1, 1964
September1, 1964
March1, 1965
September1, 1965
March 1, 1966
September1, 1966
March 1, 1967
September1, 1967
March 1, 1968
September1, 1968
March!, 1969
September1, 1969
March1, 1970
September1, 1970
March 1, 1971

63,000
65,000
66,000
67,000
69,000
70,000
72,000
73,000
74,000
76,000
77,000
79,000
80,000
82,000
84,000
86,000

1,120,000
1,055,000

989,000
922,000
853,000
783,000
7L1,000
638,000
564,000
488,000
411,000
332,000
252,000
170,000
86,000
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EXCHANGE OF LETTERS

I

RAS HOTEL, ADDIS ABABA

December9, 1950
His Excellency
Ato MenassieLemma
Ministry of Finance
Addis Ababa

Your Excellency:

You will recall our conversationaboutthe omissionwhich wasmadeinadvertently
in the final drafts and in the signed copies in Section 4.02 of the DevelopmentBank
loanagreement. The wordsomittedrelatedto theexaminationof the project,thegoods
andany relevantrecordsanddocuments.

Insteadof arrangingfor a formal amendmentto the loan agreement,the simplest
way to clarify this matterwould be by meansof a letter addressedto the Bank giving
assurancethat the EthiopianGovernmentwill enable representativesof the Bank to
examinethe recordsrequiredto be kept by the provisions of Section4.02, whenever
theBank considerssuchexaminationto be desirable.

Yours faithfully,

(Signed)Eric BEECROFT

II

Addis Ababa,December19, 1950

IMPERIAL ETHIOPIAN GOVERNMENT
MINISTRY OF FINANCE

No. V/I 996/2/43

InternationalBank for
Reconstructionand Development

1818 H Street,N.W.,
Washington,D.C.

DearSirs:

This isto acknowledgereceiptof yourletterof 9/12/1950andreferringto Section4.02
of theLoan Agreement(DevelopmentBank Project)’ betweenEmpire of Ethiopia and
InternationalBank for Reconstructionand DevelopmentdatedSeptember13, 1950,
this is to assureyou that the Ethiopian Governmentwill enablerepresentativesof the
Bank to examinethe recordsrequiredto bekept by theprovisionsof thatSectionwhen-
ever the Bank considersthat such examinationis desirable.

Yours truly,
M. LEMMA

Vice Minister of Finance
‘See p. 234 of this volume.
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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. 311 and 322 betweenyou and this
Bank, signedon September13, 1950,and to Loan RegulationsNo. 33 which the agree-
mentsincorporateby reference.

2. As you are aware, Section4.02 of Article IV of Loan RegulationsNo. 3 provides
that the Bank may at the Borrower’s requestenterinto specialcommitmentsand that
the Bank may makea chargethereforas shallbeagreeduponbetweenthe Bankand the
Borrower. As a generalrule the Bank has hitherto madethis chargeat the rateof 1%
perannum.

3. I am pleasedto inform you that the Bank hasnow decidedto reducethis charge.
On special commitmentsof this sort which are enteredinto by the Bank on or after
the effectivedate of the respectiveLoan Agreementsreferredto above,the Bank plans
to requesta chargeof /~of 1% perannum,this chargebeingin additionto the commit-
ment chargeof 3/4of 1%, payableunderSection1.04of Article I of the LoanAgreement.

Sincerelyyours,

(Signed)D. CRONA DE IONGH

Treasurer

‘See p. 214 of this volume.
2 Seep. 234 of this volume.

Seep. 248 of this volume.
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LETTER-AGREEMENT’ BETWEEN THE INTERNATIONAL
BANK FOR RECONSTRUCTION AND DEVELOPMENT
AND THE GOVERNMENT OF ETHIOPIA CONCERNING
SPECIAL COMMITMENTS. WASHINGTON, 13 FEB..
RUARY 1952

INTERNATIONAL BANK FORRECONSTRUCTIONAND DEVELOPMENT

WASHINGTON 25. D. C.

February 13, 1952

Ministry of Finance
Addis Ababa
Ethiopia

Gentlemen

1. Pleaserefer to Loan AgreementNumber32 ET (DevelopmentBank Pro-
ject)2 betweenthe Empireof Ethiopia and this Bank andto Loan Regulations
Number 33 of the Bank which are applicableto that Loan Agreementpursuant
to the provisionsof Section 1.02 thereof.

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

3. Although you havenot had occasionto apply for any suchspecialcommit-
mentswe feel that it would be desirableat this time to reachagreementas to the
termson which theBank would 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 ‘/2 of 1% per annumon the outstandingportion of any
specialcommitmententeredinto by the Bank at your request(in addition
to the chargeof 3/4 of 1% per annum providedin Section 1.04 of the Loan
Agreement);

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

‘Came into force on 13 February1952 by signature.
‘See p. 234 of this volume.
‘See p. 248 of this volume.

No. 2056



256 United Nations — Treaty Series 1953

(c) such chargewill be payable in United StatesDollars semi-annu-
ally (on March 1 andSeptember1 of eachyear in your case)togetherwith
other chargesdue under the Loan, in lieu of being debitedto 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
andSeptember1 sinceit will be small in relationto otherchargesandwe believe
that this representsa moreconvenientandpracticalmethodof effectingpayment.

5. If the foregoingtermsareagreeableto you, pleaseindicateyour agreement
by signingand returningthe enclosedcopy of this letter.

Sincerelyyours,
Henry W. RILEY

Assistant Treasurer
Confirmed:
Empireof Ethiopia
ByA.M. LEMMA

Authorized Representative
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