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No. 2083. LOAN AGREEMENT1 (A GRICULTURAL PRO-
JECT) BETWEEN THE REPUBLIC OF ICELAND AND
THE INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT. SIGNED AT WASHINGTON, ON
1 NOVEMBER 1951

AGREEMENT, dated November 1, 1951, between REPUBLIC OF ICELAND

(hereinaftercalledthe Borrower)and INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT (hereinaftercalled the Bank).

Article I

LOAN REGULATIONS

Section 1.01. The partiesto this Loan Agreementacceptall the provisions
of Loan RegulationsNo. 32 of the Bank, datedDecember6, 1950, as modified
by Schedule32 to this LoanAgreement(suchLoanRegulationsNo. 3 as somodified
being hereinaftercalled the Loan Regulations),with the sameforce and effect
as if they were fully set forth herein.

Article II

THE LOAN

Section 2.01. The Bank agreesto lend to the Borrower, on the terms and
conditionsin this LoanAgreementsetforth orreferredto, the sumof threehundred
sixty thousandpoundssterling (~360,000),or the equivalentthereof in currencies
other than poundssterling. Whereverused in this Loan Agreement, the term
“poundssterling” andthe sign “f” meanpoundssterling in currencyof the United
Kingdom of Great Britain and Northern Ireland.

Section 2,02. The Bank shall openaLoan Accounton its books in the name
of the Borrower andshall credit to such Accountthe amount of the Loan. The
amount of the Loan may be withdrawn from the Loan Account as provided in,
and subject to the rights of cancellationand suspensionset forth in, the Loan
Regulations.

Cameinto force on 26 February1952, upon notification by the Bank to the Government
of Iceland.

2 See p. 68 of this volume.
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Section2.03. The Borrower shall pay to the Bank a commitment charge
at the rateof threequartersof onepercent (3/4 of I %) perannumon theprincipal
amount of the Loan not so withdrawn from time to time.

Section 2.04. TheBorrowershallpayinterestat the rateof four andone-half
percent (4 1/2 %) per annumon the principal amount of the Loan so withdrawn
and outstandingfrom time to time.

Section 2.05. Interest and commitment charge shall be payable semi-
annually on June 1 and December 1 in each year.

Section 2.06. The Borrowershall repay the principal of the Loan in accord-
ance with the amortization scheduleset forth in Schedule 1 1 to this Loan
Agreement.

Article III

USE OF PROCEEDSOF THE LOAN

Section 3.01. The Borrower shall cause the proceedsof the Loan to be
applied exclusively to the cost of goodswhich will be required for the carrying
out of the Project as describedin Schedule22 to this Loan Agreement. The
goodsto be purchasedout of the proceedsof the Loan shall be determinedby
agreementbetweenthe Borrowerand the Bank, and the list of such goodsmay
be modified from time to time by agreementbetweenthem.

Article IV

BONDS

Section 4.01. The Borrower shall execute and deliver Bonds representing
the principal amount of the Loan as provided in the Loan Regulations.

Section 4.02. The Minister of Finance and such personor personsas he
shallappointin writingaredesignatedasauthorizedrepresentativesof theBorrower
for tile purposeof Section 6.12 of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section 5.01. (a) ~rh(~Borrower shall causethe Project to be carried out
with due diligence and efficiency and shall insure that goodsare available for
tile Project as required.

See p. 64 of this volume.

2 See p. 66 of this volume.
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(b) The Borrower shall maintain or causeto be maintainedrecordsadequate
to show the progressof the Project ; shall enablethe Bank’s representativesto
examinethe Project, the goodsandany relevantrecordsand documents; andshall
furnish to the Bank all such information as the Bank shall reasonablyrequest
concerning the goods and the Project.

Section 5.02. (a) The Borrowerandthe Bank shallcooperatefully to assure
that the purposesof the Loan will be accomplished. To that end,eachof them
shall furnish to tile other all suchinformation as it shall reasonablyrequestwith
regard to the general statusof the Loan. On the part of the Borrower, such
information shall include information with respect to financial and economic
conditions in the territories of the Borrower and the internationalbalanceof
paymentsposition of the Borrower.

(b) Tile Borrower and the Bank shall from time to time exchangeviews
through their representativeswith regard to matters relating to tile purposes
of the Loan and the maintenanceof tile service thereof. The Borrower shall
promptly inforni the Bank of any conditionwhich shall arisethat shall interfere
with, or threatento interferewith, the accomplishmentof the purposesof th~
Loan or the maintenanceof the service thereof.

(c) The Borrower shall afford all reasonableopportunity for accredited
representativesof the Bank to visit any part of the territoriesof the Borrower
for purposesconsistent with the spirit and purposesof the Loan.

Section 5.03. It is the mutual intentionof the Borrower and the Bank that
no other externaldebt shall enjoy any priority over the Loan by way of a lien
on governmentalassets. To that end, the Borrower undertakesthat, except
as the Bank shallotherwiseagree,if any lien shall be createdon any assetsof the
Borrower or of any of its political subdivisionsor of any agencyof the Borrower
or of any such political subdivision as security for any externaldebt, such lien
will equallyand ratably securethe paymentof the principal of, andinterest and
other chargeson, the Loan and theBonds, and that in the creationof any such
lien expressprovision shall be madeto that effect; provided, however, that the
foregoing provisions of this Section shall not apply to : (i) any lien createdon
property, at the time of purchasethereof,solely as security for the payment of
the purchaseprice of such property; (ii) any pledge of commercialgoods or of
the proceedsof sale thereofto securedebtmaturingnot morethan oneyear after
the dateon which it is incurredandto be paid out of tile proceedsof sale of such
commercial goods; or (iii) any lien createdby Landsbanki Islands (National
Bank of Iceland) or by any successorinstitution performing the functions of a
central bank, on any of its assetsin the ordinary course of its banking business
to securedebt maturing by its terms not more than one yearafter the date on
which it is incurred.

No. 2083
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Section 5.04. The Borrower covenantsthat the principal of, and interest
and other chargeson, the Loan and the Bonds will be paid without deduction
for and free from any taxesimposedby the Borrower or any taxing authority
thereofor thereinandfreefrom all restrictionsof the Borroweror anyof its political
subdivisionsor any agencyof the Borrower or of any suchpolitical subdivision.
The foregoing provisions of this Section shall not apply to taxes on payments
under any Bond to a holder thereof other than the Bank when such Bond is
beneficially owned by an individual or corporateresidentof the Borrower.

Section5.05. The Borrower covenantsthat the Loan Agreement and tile
Bonds will be free of any issue,stampor other tax imposedby the Borrower or
any taxing authority thereof or therein.

Section 5.06. TheBorrower will, upon awithdrawalfrom the Loan Account
pursuantto Section 2.02 of this Loan Agreement,pay into a special fund to be
establishedby BdnadarbankiIslands (hereinaftercalled the Agricultural Bank)
an amount in currency of the Borrower equivalentto the amount of such with-
drawal. ExceptastheBorrowerandthe Bankshallotherwiseagree,the Borrower
will cause the Agricultural Bank to use such fund only in loans to reimburse
farmers and others engagedin agricultural pursuits for costs incurred by them
after the dateof this Loan Agreementin furtheranceof the Project.

Article VI

REMEDIES OF THE BANK

Section 6.01. If any event specified in paragraph(a) or paragraph(b) of
Section 5.02 of the Loan Regulationsshall occur and shall continuefor a period
of thirty days or if any eventspecifiedin paragraph(c) of Section5.02 of tile Loan
Regulationsshall occur andshall continuefor a periodof sixty daysafter notice
thereofshallhavebeengivenby theBankto theBorrower, thenat any subsequent
time during the continuancethereof, the Bank, at its option, may declarethe
principal of the Loan andof all the Bondsthen outstandingto be dueand payable
immediately,andupon anysuch declarationsuch principal shall becomedue and
payableimmediately,anything in this Loan Agreementor in the Bonds to the
contrary notwithstanding.

Article VII

MISCELLANEOUS

Section 7.01. A date sixty days after the date of this Loan Agreement
is hereby specified for the purposesof Section 9.04 of the Loan Regulations.

Section 7.02, The Closing Date shall be December31, 1952.

No. 2083
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Section 7.03. The following addressesare specified for the purposes of
Section 8.01 of the Loan Regulations

For the Borrower : Republic of Iceland, Ministry of Finance, Reykjavik,
Iceland, or Republic of Iceland, Legation of Iceland, 909 16th Street, N.W.,
Washington6, D.C., U. S. A.

For the Bank : International Bank for Reconstructionand Development,

1818 H Street N.W., Washington25, D.C., U. S. A.
Section 7.04. The Minister of Financeof the Borrower is designatedfor the

purposesof Section 8.03 of the Loan Regulations.

IN WITNESSWHEREOF, the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,have causedthis Loan Agreement to be signed in
their respectivenamesanddelivered in the District of Columbia, United States
of America, as of the day and year first above written.

Republic of Iceland

By Pétur EGGERZ

Authorized Representative

International Bank for Reconstructionand Development

By EugeneR. BLACK

President

SCHEDULE I

AMORTIZATION SCHEDULE

* To the extent that any part of the Loan is repayablein a currencyother than pounds
sterling (see Loan RegulationsSection 3.02), the figures in these columns representpounds
sterling equivalentsdeterminedas for purposesof withdrawal.

Principal
Amount

Outstanding
Payment0/ After Each
Principal

(Expressed
Payment

(Expressed
in pounds in pounds

Dale PaymentDue sterling*) sterling*

June1, 1956 . . — £360,000
December1, 1956 £7,000 353,000
June1, 1957 . . 7,000 346,000
December1, 1957 7,000 339,000
June 1, 1958 . . 7,500 331,500
December1, 1958 7,500 324,000
June 1, 1959 . . 7,500 316,500
December1, 1959 8,000 308,500
June 1, 1960 . . 8,000 300,500
December1, 1960 8,000 292,500

Amount

Payment0/
Outstanding
After Each

Date PaymentDue

Principal
(Expressed
in pounds
sterling*)

Payment
(Expressed
in pounds
sterling*)

June 1, 1961 . .

December 1, 1961
~8,5OO

8,500
£284,000

275,500
June 1, 1962 . . 9,000 266,500
December1, 1962 9,000 257,500
June 1, 1963 . 9,000 248,500
December1, 1963 9,500 239,000
June 1, 1964 . . 9,500 229,500
December1, 1964 10,000 219,500
June 1, 1965 . . 10,000 209,500
December1, 1965 10,500 199,000
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiums payable on repayment in
advanceof maturity of any part of theprincipal amount of the Loan pursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof anyBond prior to its maturity
pursuant to Section 6.16 of the Loan Regulations:

Time of Prepaymentor Redemption Premium

Not morethan 5 yearsbefore maturity
More than 5 yearsbut not more than 10 yearsbefore maturity .

More than 10 yearsbut not more than 15 years before maturity
More than 15 years before maturity

SCHEDULE 2

DESCRIPTION OF THE PROJECT

The project is a part of thegeneralplan of the Borrower aimedat increasingagricul-
tural production in Iceland, principally that of animalproducts.

The project involves the importation into Iceland of cement, steel, timber and other
materialsin an aggregateamountat least equivalentto the amountof theLoan andtheir
utilization for the following purposes

(a) Farm buildings
Constructionof farm buildings, such asdairy barns,sheepsheds,horsestables,hay

barns, silos, manure pits and machineshedsfor replacementand expansionof existing
facilities.

(b) Ruraldwellings
Constructionof farm dwellings.

(c) Improvementof grasslands

Drainage, plowing, reseeding,fertilizing and fencing of grasslands.

Paymentof
Principal

(Expressed
in pounds
sterling*)

Principal
Amount

Outstanding
After Each
Payment

(Expressed
in pounds
sterling*)Date PaymentDue

June1, 1966 . . 10,500 188,500
December1, 1966 10,500 178,000
June1, 1967 . . 11,000 167,000
December1, 1967 11,000 156,000
June1, 1968 . . 11,500 144,500
December1, 1968 11,500 133,000
June 1, 1969 . . 12,000 121,000
December1, 1969 12,500 108,500

Paymentof
Principal
(Expressed
in pounds
sterling*)

12,500
13,000
13,000
13,500
13,500
14,000
14,500
14,500

DatePaymee
1
Due

June 1, 1970
December1, 1970
June1, 1971
December1, 1971
June1, 1972
December1, 1972
June1, 1973
December1, 1973

Principal
Amount

Outstanding
After Each
Payment

(Expressed
in pounds
sterling*)

96,000
83,000
70,000
56,500
43,000
29,000
14,500

1/2%

1 %
1’! 0t

14 /0
21/~%
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SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 31

For the purposes of this Agreement the provisions of Loan Regulations No. 3 of the
Bank,dated December 6, 1950, shall be deemed to be modified as follows:

(a) The secondsentenceof Section 2.02 of Loan Reguiations No. 3 shall be deemed

to readas follows

‘Such commitmentchargeshall accruefrom the Effective 1)ateor from Decem-
ber 1, 1951, whichevershall be the earlier,or from suchother dateas maybe agreed
upon betweenthe Bank andthe Borrower, to the respectivedateson which amounts
shall be withdrawn by theBorrower from theLoan Account as provided in Article IV
or shall be cancelled pursuant to Article V.”

(b) Paragraph12 of Section 10,01of Loan RegulationsNo. 3 shall be deemedto read
as follows

“The term ‘goods’ meansequipment, supplies and servicesof types which are

required for the Project. Whenever referenCeis made to the cost of any goods,
suchcost shall be deemedto include the cost of importing suchgoods into the terri-
tories of the Borrower.”

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 6 DECEMBER 1950

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO MEMBER G0vEINIOEN’rs

tNot published herein. See United Nations, Treaty Series, Vol. 1:P?, p. /70.]

1 See below.
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LETTER-AGREEMENT1 BETWEEN THE INTERNATIONAL
BANK FOR RECONSTRUCTION AND DEVELOPMENT
AND THE REPUBLIC OF ICELAND CONCERNING SPE-
CIAL COMMITMENTS. ‘WASHINGTON, 13 FEBRUARY
1952

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

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

February 13, 1952
Republic of Iceland
Ministry of Finance
Reykjavik, Iceland

Gentlemen

1. Pleaserefer to LoanAgreementNumber53 IC (Agricultural Project)2 between
the Republic of Iceland and this Bank and to Loan RegulationsNumber33 of
the Bankwhich areapplicableto thatLoan Agreementpursuantto the provisions
of Section 1.01 thereof.

2. Section 4.02 of suchRegulationsprovidesthat the Bank may, at the request
of the Borrower, enterinto specialcommitment; and that the chargetherefor
shall be agreedupon betweenthe parties. The Bank believesthat a chargeof
‘/2 of 1 % per annum(in additionto the chargeof 3/4of 1 % perannumprovided
in Section 2.03 of the Agreement) is appropriate for such transactions.

3. Althoughyou havenothadoccasionto apply foranysuchspecialcommitments,
the Bank feels that it would be desirableat this time to reach agreementas to
thetermson which it would enterinto suchcommitments. TheBank is therefore
proposing uniform terms to all of its Borrowers, as follows

(a) The chargespecified in Section 4.02 of the Loan Regulationswill
be at the rate of 1/2 of 1 % per annum on the outstandingportion of any
specialcommitment enteredinto by the Bank at your request(in addition
to the chargeof 3/4 of 1 % per annumprovidedin Section2.03of the Loan
Agreement)

(b) such chargewill accrue from the date on which the Bank enters
into such commitment to the date or dates on which such commitlnent
is liquidated either by disbursementor cancellation; and

I Came into force on 13 February 1952 by signature.
2 See p. 56 of this volume.
8 See p. 68 of this volume.
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(c) such chargewill be payable in Poundssterling semi-annually(on
June 1 andDecember1 of eachyear in your case)togetherwith othercharges
dueunderthe Loan, in lieu of being debitedto the Loan Account as a with-

drawal therefromas provided in Section 4.02 of the Regulations.

4. i’Iie Bank is suggestingthat this chargebe payable in the foregoing manner
since it will be small in relationto other chargesandwe believe that this repres-
ents a moreconvenientandpractical methodof effecting payment.

5. If the foregoingtermsare agreeableto you, pleaseso indicate ~‘our agreement
by signing and returning the enclosedcopy of this letter.

Sincerelyyours,
Henry \V. R1LI~v

AssistantTreasurer
Enclosure

cc : Republic of Iceland
Legation of Iceland
909 16th Street, NW.
\Vashington 6, D.C.

Confirmed

Republic of Iceland

By Eysteinn JóNssoN

Authorized Representative
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