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No. 2068. LOAN AGREEMENT’ (HIGHWAY PROJECT)
BETWEEN THE REPUBLIC OF NICARAGUA AND THE
INTERNATIONAL BANK FOR RECONSTRUCTIONAND
DEVELOPMENT. SIGNED AT WASHINGTON, ON
7 JUNE 1951

AGREEMENT, dated June 7, 1951, between REPUBLIC OF NICARAGUA
(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
andconditions hereinafterin this Agreementset forth or referredto, the sum
of three million five hundredthousanddollars ($3,500,000),or the equivalent
in currenciesother than dollars.

Section 1.02. The parties to this Agreement accept all the provisions
of Loan RegulationsNo. 32 of the Bank datedDecember6, 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 Accounton its books in the
nameof theBorrower andshall credit to suchAccountthe amountof the Loan.
The amount of the Loan may be withdrawn from the Loan Account as pro-
vided in, and subject to the rights of cancellationand suspensionset forth in,
the Loan Regulations. Copiesof forms of withdrawal applicationshave been
delivered to the Borrower.

Section 1.04. The Borrower shallpay to the Bank a commitmentcharge
at the rateof threequartersof onepercent (3/4 of 1%) perannumon the prin-
cipal amountof the Loan not so withdrawn from time to time. For the pur-
poses of Section 2.02 of the Loan Regulationsthe term “ Effective Date

‘Came into force on 17 August 1951 upon notification by the Bank to the Governmentof
Nicaragua.

a Seep. 292 of this volume.



280 United Nations— Treaty Series 1953

shall meanthe Effective Dateor August 15, 1951,whichevershallbethe earlier,
or suchotherdateasshallbe agreedupon betweentheBorrower andthe Bank.

Section 1.05. The Borrower shall pay interest at the rate of four and
one-eighthper cent (4’/~%)per annumon the principal amount of the Loan
so withdrawn and outstandingfrom time to time.

Section 1.06. Interest and commitment charge shall be payable semi-
annually on March 15 and September15 in eachyear.

Section1.07. The Borrower shall repay the principal of the Loan in
accordancewith the amortizationscheduleset forth in Schedule 1’ to this
Agreement.

Article II

USE OF PROCEEDSOF THE LOAN

Section2.01. 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 Schedule22 attachedhereto. The specific
goodsto be purchasedout of the proceedsof the Loan shall be determined
by agreementbetweenthe Bank andthe Borrower, andthe list of suchgoods
may be modified from time to time by agreementbetweenthem.

Section 2.02. The Borrower shall cause all goods purchasedin whole
or in part with the proceedsof the Loan to be usedin the territoriesof the
Borrower exclusively in the carrying out of the Project.

Section2.03. All contractsenteredinto by the Borrower for the carrying
out of the Project or for the purchaseof goodsto be usedin the carrying out
of the Project shall be in form and substancesatisfactoryto the Bank.

Article III

BONDS

Section 3.01. The Borrower shallexecuteand deliver Bonds representing
the principal amount of the Loan as provided in the Loan Regulations.

Section 3.02. The Minister of Financeand Public Credit (Ministro de
Hacienday Crédito Püblico) of the Borrower and such personor personsas
he shall appoint in writing are designatedas authorizedrepresentativesof the
Borrower for the purposesof Section 6.12 of the Loan Regulations.

1 Seep. 288 of this volume.
Seep. 290 of this volume.
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Article IV

PARTICULAR COVENANTS

Section 4.01. (a) The Borrower shall causethe carrying out of the Project
to proceedwith due diligence and efficiency and in conformity with sound
engineeringpractice.

(b) The Borrower shall causeto be furnishedto the Bank, promptly upon
their preparation, the plans for the Project and any material modifications
subsequentlymadetherein.

(c) The Borrowershall causeto bemaintainedbooks,accountsandrecords
adequateto identify the goodspurchasedin whole or in partwith the proceeds
of the Loan,to disclosethe end-usethereofin the Project,to recordthe progress
of the Project and to reflect the operationsand transactionsof the Borrower
in connectionwith the Project.

Section 4.02. The Borrower and the Bank will cooperatefully to assure
that the purposesof the Loan shall be accomplished. To that end, eachof
them shall furnish to the otherall suchinformation as it shallreasonablyrequest
with regardto the general statusof the Loan. On the part of the Borrower,
such information shall include information with respectto the Project and to
financial and economicconditionsin the territories of the Borrower and the
international balance of paymentsposition of the Borrower. The Borrower
andthe Bank will from time to time exchangeviews throughtheir representa-
tiveswith regardto mattersrelatingto the purposesof the Loan andthe main-
tenanceof the servicethereof. The Borrower will promptly inform the Bank
of any condition that shall interfere with, or threatento interfere with, the
accomplishmentof the purposesof the Loan or the maintenanceof the service
thereof. If the Borrower or any of its political subdivisions or any Agency
shall proposeto incur any substantialexternaldebt, the Borrower will inform
the Bank of the proposal and, before the taking of the proposedaction will
afford the Bank all opportunity which is reasonablypracticablein the circum-
stancesto exchangeviews with the Borrower with respect thereto; provided,
however, that the foregoing provisions of this sentenceshall not apply to
(i) the incurring of additional externaldebt through utilization, in accordance
with the terms of any credit establishedprior to the dateof this Agreement,
of any unusedamountsavailable undersuchcredit; (ii) the enteringinto inter-
national paymentsor similar agreementsthe term of which is not more than
oneyearand underwhich the transactionson eachside areexpectedto balance
over the periodof the agreement;or (iii) the incurring in the ordinary course
of businessof any indebtednessmaturing not more than two years after its
date. The Borrower will afford all reasonableopportunity for accredited
representativesof the Bank to visit any part of the territories of the Borrower
for purposesrelated to the Loan.

No, 2068
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Section 4.03. 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 subdivisions or any Agency as
security for any external debt, such lien shall ipso facto equally and ratably
securethe paymentof the principal of, and interestand otherchargeson, the
Loan andthe Bonds, andthat in the creationof any suchlien expressprovision
shall be made to that effect. However, this Section shall not apply to : (i)
any lien createdon any property at the time of purchasethereofsolelyassecu-
rity for the paymentof the purchaseprice of such property; (ii) any lien on
commercial goodsto securedebt maturing not more than one year after its
dateand to be paid out of the proceedsof sale of such commercialgoods; or
(iii) any lien to securedebt incurred in theordinary courseof bankingbusiness
and maturing not more than one year after its date.

Section 4.04. The principal of, and interestand other chargeson, the
Loan and the Bonds, shall be paid without deduction for and free from any
taxesimposedby the Borrower or any taxing authority thereofor therein and
free from all restrictions of the Borrower, its political subdivisions or any
Agency. The foregoing provision of this Section shall not apply to taxeson
paymentsunderany Bondto aholder thereof otherthan the Bank when such
Bond is beneficially owned by an individual or corporateresidentof the Bor-
rower. The LoanAgreementand the Bonds shallbe free of any issue,stamp
or othertax imposedby the Borroweror anytaxing authoritythereofor therein.

Section 4.05. The Borrower shall satisfy the Bank that it has made
adequatearrangementsto insurethe goods financedwith the proceedsof the
Loan against risks incident to their purchaseand importation into the terri-
tories of the Borrower.

Section 4.06. The Borrower will causeall machinery and equipment
purchasedwith the proceedsof the Loan to be adequatelymaintainedand
repaired,and will causesuitableworkshopsto be maintainedin suitableplaces
for that purpose.

Section 4.07. The Borrower will causethe roads constructedwith the
proceedsof the Loan to be adequatelymaintainedand from time to time will
causeall necessaryrepairs thereof to be made, all in accordancewith sound
engineeringstandards.

No. 2068
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Section 4.08. The Borrower will provide the currencyof the Borrower
requiredfor carrying out theProjectin accordancewith the following plan

(a) not less than 2,600,000córdobaswill be provided out of the funds of
the RecargosCambiariosestablishedpursuantto a Law of the Borrower dated
November9, 1950,entitled Ley Reguladorade CambiosInternacionales.

(b) the remainderwill be provided by meansof specific budget appro-
priations in annualamounts,satisfactoryto the Bank, which shall be sufficient
to meetthe estimatedexpendituresfor theProjectpayablein córdobasduring the
yearcoveredby eachsuchappropriation.

Section 4.09. The amountsreferredto in (a) and (b) of Section4.08 will
be depositedinto accountsto be openedby the Borrower in the BancoNacional
de Nicaraguawhich will be availableonly for the purposeof meetingexpendi-
turesrequiredfor theProjectandthe Borrower will maintain in suchaccounts
at all times an aggregateamount,satisfactoryto the Bank, sufficient to meetthe
estimatedexpendituresfor the Project payablein córdobasduring the next six
monthsperiod.

Article V

REMEDIES OF THE BANK

Section 5.01. If any eventspecifiedin paragraphs(a) or (b) of Section5.02
of the Loan Regulationsshall occur and shall havecontinuedfor a period of
thirty daysor if an eventspecifiedin paragraph(c) of Section 5.02of the Loan
Regulationsshalloccurandshallhavecontinuedfor a periodof sixty daysafter
notice thereofshall havebeengiven by the Bank to the Borrower, then at any
subsequenttime during the continuancethereof, the Bank, at its option, may
declarethe principalof theLoan andof all the Bondsthenoutstandingto be due
and payableimmediately, and upon any such declarationsuch principal shall
becomedue and payable immediately, anything in this Agreementor in the
Bondsto the contrarynotwithstanding.

Article VI

MISCELLANEOUS

Section 6.01. The Closing Dateshallbe December1, 1954.

Section 6.02. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations:

Forthe Borrower: Gobiernode Nicaragua,Ministerio de Hacienday Cré-
dito Püblico, PalacioNacional, Managua,Nicaragua.

For the Bank: International Bank for Reconstructionand Development,
1818 H Street,N. W., Washington25, D. C.
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Section 6.03. The Minister of Financeand Public Credit (Ministro de
Hacienday CréditoPt’iblico) or the Minister of DevelopmentandPublic Works
(Ministro de Fomentoy ObrasPñblicas)of the Borrower in office at the time in
questionis designatedfor the purposesof Section8.03 of the Loan Regulations.

Section 6.04. The datespecified for the purposesof Section 9.04 of the
Loan RegulationsshallbeAugust15, 1951.

Section 6.05. Wherever usedin this Agreement the term Agency shall
meanany agencyor instrumentalityof the Borrower or of any political subdi-
vision of the Borrower andshall includeany institution or organizationwhich is
owned or controlled directly or indirectly by the Borrower or by any political
subdivision of the Borrower or theoperationsof which areconductedprimarily
in the interestof or for accountof the Borrower or any political subdivisionof
the Borrower.

IN WITNESS WHEREOF, the parties hereto, acting through their representa-
tives thereuntoduly authorized,havecausedthis Agreement to be signed in
their respectivenamesanddeliveredin the District of Columbia,United States
of America,as of theday andyear first abovewritten.

Republicof Nicaragua:
By RenéSCHICK

AuthorizedRepresentative

International Bank for Reconstruction and Development:
By EugeneR. BLACK

President

SCHEDULE 1

AMORTIZATION SCHEDULE

Principal Principa
Amount Amount

Outstanding Outstanding
Date Paymentof After Each Date Paymentof After Each

PaymentDue Principal Payment PaymentDue Principal Payment

September15, 1953 . — $3,500,000 March 15, 1958 . . $236,000 $1,791,000
March 15, 1954 . . $ 87,000 3,413,000 September15, 1958 . 241,000 1,550,000
September15, 1954 . 88,000 3,325,000 March 15, 1959 . . 246,000 1,304,000
March 15, 1955 . . 198,000 3,127,000 September15, 1959 . 250,000 1,054,000
September15, 1955 . 202,000 2,925,000 March 15, 1960 . . 256,000 798,000
March 15, 1956 . . 218,000 2,707,000 September15, 1960 . 261,000 537,000
September15, 1956 . 222,000 2,485,000 March 15, 1961 . . 266,000 271,000
March 15, 1957 . . 227,000 2,258,000 September15, 1961 . 271,000 —

September15, 1957 . 231,000 2,027,000
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiumspayableon repayment
in advanceof maturity of any part of the principal amountof the Loan pursuantto
Section 2.05 (b) of the Loan Regulationsor on the redemptionof any Bond prior to
its maturity pursuantto Section6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premiupn
Not more than 1 yearbeforematurity 1/0/

Morethan 1 yearandnot morethan 3 yearsbeforematurity . . .

Morethan 3 yearsandnot more than 5 yearsbeforematurity . . . l~,
More than 5 yearsandnot more than 7 yearsbeforematurity . . . 1 ‘/~%
Morethan 7 yearsbeforematurity 2%

SCHEDULE 2

DESCRIPTION OF THE PROJECT

The Projectis a programfor the constructionof approximately266 Km. of paved
all-weatherroads,which will be an extensionof the highway systemof the Borrower.
The roadswill openup new agriculturalareasandconnecttheseareaswith the Capital
of the Borrower,while at thesametimeimprovingthe meansof reachingthe Borrower’s
main ports.

The constructionprogramcoversthreeregionalgroups:
Northern,East-West,andWestern. The specificworksto be carriedout areas follows

Approximate
Lengthof Road
in Kilometers

1. NORTHERN REGION
Matagalpa—Tuma 40
Matagalpa—Jinotega 35

2. EAST-WEST REGION
Managua—SantoDomingo—-Masaya 31
Granada—Masaya 15
San Jorge—SanJuandel Sur 31

3. WESTERNREGION
Managua—Leon 80
LeOn—Telica 8
Telica—Chinandega 27

Theseroadswill be provided with an adequatestabilized baseand surfacedwith
asphalt pavementhaving a minimum width of 5 meters. The shoulderto shoulder
width will benot lessthan 7 meters. All roadswill be providedwith drainage,culverts,
bridgesand fencedrights of way.

Suitable shops and facilities will be maintainedfor the repair and servicing of
equipmentpurchasedwith the proceedsof the Loan. Provision will also be madefor
the training of personnelto operate,service and repair such equipment.

No. 2068
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 6 DECEMBER 1950

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO MEMBER GOVERNMENTS

[Not publishedherein. Seep.170 of this volume.]

EXCHANGE OF LETTERS

I

July 17, 1951

Ing. ConstantinoLacayo Fiallos
Ministro de Fomentoy ObrasPiThlicas
PalacioNacional
Managua,Nicaragua

Dear Mr. Lacayo

I refer to my conversationwith Mr. Alfredo Sacasaabouttheomissionwhich was
madeinadvertentlyin the final draft and in thesigned copiesin Section4.01 (c) of the
LoanAgreement(HighwayProject)datedJune7, 1951,betweenus. Thewordsomitted
related to the inspectionof theProject and the goods,to information relating to the
end-useof suchgoods,andto theexaminationof recordsand documents. We would
like to clarify this matter and we understandfrom our conversationwith Mr. Sacasa
that the NicaraguanGovernmentis willing to do so.

Insteadof arrangingfor a formal amendmentto the Loan Agreement,thesimplest
way to clarify this matterwould be by meansof a letter addressedto the Bank giving
assurancethat the NicaraguanGovernmentwill afford representativesof the Bank all
reasonableopportunity to inspecttheProjectandthegoodsandto examineanyrelevant
recordsand documents,andwill furnish to the Bank all such information as theBank
shall reasonablyrequestrelating to theend-useof such goods.

Sincerelyyours

(Signed)LeopoldoCANCIO
Attorney

No. 2068
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II

MINISTERIO DE HACIENDA Y CR~DITOPÜBLICO

PalacioNacional
Managua,D. N.,

Julio 25 de 1951

InternationalBank for
Reconstructionand Development

Washington,D.C.

Dear Sirs:

Referringto theLoanAgreement(HighwayProject)signedbetweentheGovernment
of Nicaraguaand your bank on June7-1951 in which an omissionwas made inadver-
tently in the final draft andin thesignedcopiesin Section4.01 (c) of this Loan Agree-
ment; and

Referringalso to the letterof July 17-1951 addressedto Ing. ConstantinoLacayo
Fiallos, Ministro deFomentoy ObrasPtiblicas,by your AttorneyMr. LeopoldoCancio,
as well as to Mr. Cancio’s conversationwith Mr. Alfredo Sacasain Washington,all of
whichtendsto clarify the omissionrelatedto the inspectionof theProjectandthegoods,
to information relatingto theend-useof suchgoods,andto the examinationof records
anddocuments,

I, hereby,as Ministro de Haciendaof The Republicof Nicaragua,certify that

The NicaraguanGovernmentwill afford representativesof theBank all reasonable
opportunity to inspect theProjectand the goodsand to examineany relevant records
and documents,and will furnish to the Bank all such information as the Bank shall
reasonablyrequestrelating to the end-useof suchgoods.

Yours very truly,

(Signed)RafaelA. HUEZO
Ministro de Estadoenel Despach~

de Hacienday Crédito Püblico

No. 2068
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LETTER-AGREEMENT’ BETWEEN THE REPUBLIC OF
NICARAGUA AND THE INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT CONCERN-
ING SPECIAL COMMITMENTS. SIGNED AT WASH-
INGTON, ON 13 FEBRUARY 1952

INTERNATIONAL BANK FOR RECONSTRUCTIONAND DEVELOPMENT

Washington25, D. C.

February 13, 1952

GobiernoDe Nicaragua
Ministerio De HaciendaY

Crédito Püblico
PalacioNacional
Managua,Nicaragua

Gentlemen

I. Pleaserefer to Loan AgreementNumber 45 NI (Highway Project)2

betweenRepublicof Nicaraguaandthis Bank andto Loan RegulationsNumber
33 of the Bank which are applicable to that Loan Agreementpursuantto the
provisionsof Section 1.02 thereof.

2. Section 4.02 of such Regulationsprovidesthat the Bank may, at the
requestof the Borrower, enter into special commitments;and that the charge
therefor shall be agreedupon betweenthe parties. The Bank believesthat a
charge1/2 of 1 % perannum(in additionto the chargeof 3/4 of 1% perannum
providedin Section 1.04 of the Agreement)is appropriatefor suchtransactions.

[For paragraph 3 (a) and (b) seep. 20 and 22 of this volume]

(c) suchchargewill bepayablein United Statesdollarssemi-annually
(on March 15 and September15 of each year in your case)togetherwith
otherchargesdueunder the Loan, in lieu of being debited to the Loan
Account as a withdrawal therefrom as provided in Section 4.02 of the
Regulations.

Cameinto farceon 13 February 1952 by signature.
Seep. 278 of this volume.
Seep. 292 of this volume.
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4. The Bank is suggestingthat this chargebe payable in the foregoing
mannersinceit will be small in relation to otherchargesandseemsto present
a moreconvenientandpractical methodof effectingpayment.

5. If the foregoing terms are agreeableto you, pleaseso indicate your
agreementby signingandreturningthe enclosedcopy of this letter.

Sincerlyyours,
Henry W. RILEY

AssistantTreasurer
Enclosure

Confirmed:
Republicof Nicaragua:
By RafaelA. HUEZO

AuthorisedRepresentative
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