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No. 2094. LOAN AGREEMENT1 (NATIONAL RAILROADS
PROJECT) BETWEEN THE REPUBLIC OF COLOMBIA
AND THE INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT. SIGNEDAT WASHINGTON,
ON 26 AUGUST 1952

AGREEMENT, dated August 26, 1952, between REPUBLIC OF COLOMBIA

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

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section .1.01. The parties to this Loan Agreementacceptall the provisions
of Loan RegulationsNo. 32 of theBank datedDecember6, 1950,subject,however,
to the modifications thereof set forth in Schedule32 to this Agreement (said
Loan RegulationsNo. 3 as so modified being hereinaftercalled the Loan Regu-
lations), with the sameforce and effect as if they were fully set forth herein.

Section 1.02. Except where the context otherwise requires, the following
termshavethe following meaningswhereverusedin this Agreementor anySchedule
hereto

(a) The term “Railroads” shallmeanthe ConsejoAdniinistrativo de los Ferro-
carriles Nacionales,an Agency of the Borrower establishedby DecreeNo. 1695
of 1931,or anysuccessororganizationestablishedin accordancewith theprovisions
of Schedule2~to this Agreement.

(b) The term “ Program” shall meanthe program describedin Schedule2
to this Agreement,as such Schedulemay be amendedfrom time to time by
agreementbetweenthe Borrower and the Bank.

(c) The term “Agency” shall mean any agency or instrumentality of the
Borrower or of any political subdivision of the Borrower and shall include any
institution or organizationwhich is owned or controlled directly or indirectly

Cameinto force on 23 December1952, upon notification by theBank to the Government
of Colombia.

2 See p. 360 of this volume.
8 See p. 354 of this volume.
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by the Borroweror by any political subdivision of the Borroweror the operations
of which are conductedprimarily in theinterestof or for accountof the Borrower
or any political subdivision of the Borrower.

.4rticle II

THE LOAN

Section 2.01. The Bank agreesto lend to the Borrower, on the terms and
conditions in this Agreement set forth or referred to, the sum of twenty-five
million dollars ($ 25,000,000)or the equivalent thereof in currenciesother than
dollars.

Section 2.02. (a) The Bank shall open a Loan Account on its books in the
nameof the Borrowerandshall credit to such Accountthe amount of the Loan.
The amount of the Loan may be withdrawn from the Loan Account as provided
in, andsubject to the rights of cancellationandsuspensionset forth in, the Loan
Regulations. All purchaseorderson which applicationsfor withdrawal pursuant
to Section 4,03 of the Loan Regulationsare basedshall be presentedwith the
commentsof the consultantsemployedpursuantto Section5,01 of this Agreement.

(b) Notwithstandinganything to the contrary containedin this Agreement,
unlessthe Bank shall otherwiseagree, theBorrower shallnot be entitled to make
withdrawals from the Loan Account in respect of goods required for carrying
out that portion of the Projectdescribedin paragraph11(b) of Schedule2 to this
agreementuntil plans and specificationssatisfactoryto the Bank in respectof
suchportionof theProjectshallhavebeensubmittedto andapprovedby theBank.

Section 2.03. The Borrower shall pay to the Bank a commitment charge
at the rateof three-fourthsof onepercent (3/4 of I %) perannumon the principal
amount of the Loan not withdrawn from time to time.

Section 2.04. The Borrower shall pay interest at the rate of four and three-
fourthspercent(4 3/4 %) perannumon theprincipalamountof theLoan withdrawn
and outstandingfrom time to time.

Section 2.05. Except as the Borrower and the Bank shall otherwiseagree,
the chargepayable for special commitmentsentered into by the Bank at the
requestof the Borrower pursuantto Section 4.02 of the Loan Regulationsshall
he at the rateof one-halfof onepercent (1/s of 1 %) perannumon the principal
amount of such specialcommitmentsoutstanding.

Sec/ion 2.06. Interest and other charges shall be payable semi-annually
on February 15 and August 15 in each year.
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Section 2.07. TheBorrowershallrepaytheprincipalof theLoanin accordance
with the amortizationscheduleset forth in Schedule1’ to this Agreement.

Article III

USE OF PROCEEDS OF THE LOAN

Section 3.01. The Borrowershallcausethe proceedsof the Loan to be applied
exclusively to the cost of goodswhich will be requiredfor the carrying out of the
Project describedin Schedule2 to this Agreement. The specific goods to be
purchasedout of the proceedsof the Loan shall be determinedby agreement
betweenthe Borrowerandthe Bank, and the list of suchgoodsmay be modified
from time to time by agreementbetweenthem.

Sec/ion3.02. The Borrowershall causeall goodspurchasedwith the proceeds
of the Loan to be usedin the territoriesof the Borrowerexclusivelyin the carrying
out of the Project.

Sec/ion3.03. All constructioncontractsenteredinto by the Borrower or by
the Railroadsfor the carrying out of the Project shall be in form and substance
satisfactory to the Bank.

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 Financeof tile Borrower and such personor
personsas he shallappoint in writing are designatedasauthorizedrepresentatives
of the Borrower for the purposesof Section 6.12 of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Sec/ion 5.01. (a) The Borrower shall causethe Project to be carried out
with due diligence and efficiency and in conformity with soundengineeringand
financial practices. The Borrower shall cause the remainder of the Program
to be carriedout with due diligenceand efficiency and in conformity with sound
engineeringand financialpractices; provided that the obligation of the Borrower
to carry out that portion of the Programdescribedin paragraphI (b) of Schedule2
to this Agreement shallbe subject to the availability of foreign exchange. The
Borrower shall employ technicalconsultantssatisfactoryto the Bank, upon such

1 See p. 352 of this volume.
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terms and conditions as will ensurethe effective coordination, implementation
and supervisionof the Program.

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

(c) The Borrowershall maintain or cause to be maintainedrecordsshowing
the use madeof the goodsand the progressof the Program (including the cost
thereof)and the financialcondition and operationsof the Railroads;shall enable
the Bank’s representativesto examinethe Program,the goodsand any relevant
records and documents; and shall furnish or cause to be furnishedto the Bank
all suchinformation,including information availablefrom theconsultantsemployed
pursuantto subsection(a) of this Section, as the Bank shall reasonablyrequest
concerningthe goods, the Program,and the financial condition and operations
of the Railroads.

Sec/ion 5.02. (a) The Borrower and the Bank shall cooperatefully to assure
that the purposesof the Loan will be accomplished. To that end, eachof them
shall furnish to the other all suchinformation as it shall reasonablyrequestwith
regardto the generalstatusof theLoan. Onthe part of theBorrower,suchinforma-
tion shall include information with respectto financial and economicconditions
in the territories of the Borrower and the international balance of payments
position of the Borrower.

(b) The Borrower and the Bank shall from time to time exchangeviews
through their representativeswith regard to matters relating to the purposes
of the Loan and the maintenanceof the service thereof. The Borrower shall
promptly inform the Bank of any condition which shall arise that shall interfere
with, or threatento interfere with, the accomplishmentof the purposesof the
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 purposesrelated to the Loan.

Section 5.03. It is the mutual intention of the Borrower and tile 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 shall otherwiseagree,if any lien shallbe createdon any assetsof the
Borrower or of any of its political subdivisionsor of any Agency as security for
the payment of any externaldebt, such lien will ipso facto equally and ratably
securethe paymentof the principal of, and the interestand otherchargeson, tile
Loan and the Bonds, and that in the creationof any suchlien expressprovision
will be made to that effect; provided, however, that the foregoing provisions
of this Sectionshall notapply (a) to any lien createdon any property,at tile time
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of purchasethereof,solely as security for the paymentof the purchaseprice of
such property; or (b) to any lien createdon commercial goods to securedebt
maturingnot morethan oneyearafter its dateandto be paid out of the proceeds
of sale of such commercial goods.

Section 5.04. The principal of, and interestand other chargeson, the Loan
and the Bonds shall be paid without deduction for and free from any taxesor
fees imposedunder the laws of the Borrower or laws in effect in its territories
provided, however,that the provisionsof this Sectionshallnot apply to taxation
of, or feesupon,paymentsunderanyBond to a holder thereofother than theBank
when suchBond is beneficially ownedby an individual or corporateresidentof
the Borrower.

Sec/ion 5.05. The Loan Agreement and the Bonds shall be free from any
taxesor fees that shall be imposedunder the laws of the Borrower or laws in
effect in its territories on or in connectionwith the execution,issue, delivery or
registrationthereof,and the Borrower shall pay all such taxesand fees, if any,
imposedunder the laws of the country or countriesin whosecurrencythe Loan
and the Bondsarepayable or laws in effect in the territoriesof such country or
countries,

Section 5.06. The principal of, and interest and other chargeson, tile Loan
and the Bonds shall be paid free from all restrictions imposedunder tile laws
of the Borrower or laws in effect in its territories.

Section 5.07. TheBorrowershallsatisfythe Bankthatadequatearrangements
havebeenmadeto insurethe goodsfinancedwith the proceedsof the Loan against
risks incident to their purchaseandimportationinto the territoriesof the Borrower.

Section 5.08. Except as the Bank shall otherwiseagree, if at any time it
appearsthat progressof the Programmay be delayedbecauseinsufficient funds
in currency of the Borrower are available to the Railroads,the Borrower shall
promptly appropriateor causeto be appropriatedby a specifically namedappro-
priation in a specific articleof the budget funds sufficient to enablethe Railroads
to proceedwith the Programwithout delay. Without limitation upon the fore-
going, the Borrowershallappropriateor causeto be appropriatedby specifically
namedappropriationsin a specific article of the budget the following amounts
to be used only in carrying out the Project

No. 2Q9~
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Caleedar Year .4 mo~en(
(in Colombian Pesos)

1952 6,000,000
1953 15,000,000
1954 15,000,000
1955 15,000,000
1956 9,300,000

Any appropriationsmade for the Project and not completely expendedduring
any one budgetaryyear will be carriedover to the next budgetaryyear and will
be used only for the carrying out of 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 event specified in paragraph(c) of Section 5.02 of the
Loan Regulationsshall occur and shall continuefor a period of sixty days after
notice thereof shall havebeengiven by the Bank to the Borrower, then at any
subsequenttime during the continuancethereof, the Bank, at its option, may
declare the principal of the Loan and of all the Bonds then outstanding to he
due and payable immediately, and upon any such declaration such principal
shall becomedue and payable immediately, anything in this Loan Agreement
or in the Bonds to the contrary notwithstanding.

Article VII

MISCELLANEOUS

Section 7.01. The Closing Date shall be August 15, 1957.

Section 7.02. A date 120 days after the date of this Agreement is hereby

specified for the purposesof Section 9.04 of the Loan Regulations.
Section 7.03. The following addressesarespecifiedfor the purposesof Section

8.01 of the Loan Regulations

For the Borrower: Ministro de Hacienday Crédito Püblico,Bogota,Colombia.

For the Bank : International Bank for Reconstructionand Development,
1818 H Street, N.W., Washington 25, D.C., United Statesof America,

Section 7.04. The Minister of Financeor the Minister of Public Works of tile
Borrower is designatedfor the purposesof Section 8.03 of tile Loan Regulations.
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IN WITNESS WHEREOF,the partieshereto,acting throughtheir representatives
thereuntoduly authorized,havecausedthis Loan Agreementto be signedin their
respectivenames and delivered in the District of Columbia, United Statesof
America, as of the day and year first above written.

Republic of Colombia

By Cipriano RESTREPO J.
Authorized Representative

International Bank for Reconstructionand Development

By EugeneR. BLACK

President

SCHEI)ULE 1

AMORTIZATION ScHEDULE

* To the extent that any part of the Loan is repayable in a currencyother than dollars
(seeLoan Regulations,Section 3.02), the figures in these columns representdollar equivalents
determinedas for purposesof withdrawal.

Principal
Amount

Outstanding
Paymento/ .4//er Each

Date PaymentDue

Principal
(Expressed
in dollars*)

Payment
(Expressed
in dollars*)

February 15, 1957
August 15, 1957
February15. 1958

$ —

353,000
362,000

$25,000,000
24,647,000
24,285,000

August 15, 1958
February15, 1959

370,000
379,000

23,915,000
23,536,000

August 15, 1959
February15, 1960

388,000
397,000

23,148,000
22,751,000

August 15, 1960
February15, 1961

407,000
416,000

22,344,000
21,928,000

August 15, 1961
February15, 1962
August 15, 1962
February15, 1963
August 15, 1963
February 15, 1964
August 15, 1964

426,000
437,000
447,000
458,000
468,000
480,000
491,000

21,502,000
21,065,000
20,618,000
20,160,000
19,692,000
19,212,000
18,721,000

February 15, 1965
August 15, 1965
February15, 1966
August 15, 1966
February15, 1967
August 15, 1967

503,000
514,000
527,000
539,000
552,000
565,000

18,218,000
17,704,000
17,177,000
16,638,000
16,086,000
15,521,000

Principal
Amount

Outstanding
Paymento/ Alter Each

Date PaymentDue

Principal
(Expressed
in dollars*)

Payment
(Expressed
in dollars*)

February 15, 1968
August 15, 1968
February15, 1969
August 15, 1969
February 15, 1970
August 15, 1970
February15, 1971
August 15, 1971
February 15, 1972
August 15, 1972
February15, 1973
August 15, 1973
February15, 1974

$578,000
592,000
606000
621,000
636,000
651,000
666,000
682,000
698,000
715,000
732,000
749,000
767,000

$14,943,000
14,351,000
13,745,000
13,124,000
12,488,000
11,837,000
11,171,000
10,489,000
9,791,000
9,076,000
8,344,000
7,595,000
6,828,000

August 15, 1974
February15, 1975
August 15, 1975
February15, 1976
August 15, 1976
February15, 1977
August 15, 1977
February 15, 1978

785,000
804,000
823,000
842,000
862,000
883,000
904,000
925,000

6,043,000
5,239,000
4,416,000
3,574,000
2,712,000
1,829,000

925,000
--
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PREMIUMS ON PREPAYMENTAND REDEMPTION

The following percentagesare specified as the premiums payableon repayment in
advanceof maturity of any part of theprincipal amountof theLoanpursuantto Section
2.05 (b) of the Loan Regulations or on the redemptionof any Bond prior to its maturity

pursuant to Section 6,16 of the Loan Regulations:

Time o/ Prepaymentor Redemption Premium

Not more than 5 yearsbefore maturity ~ 0~

More than 5 yearsand not more than 10 years before maturity . . . . I %
More than 10 yearsand not morethan 15 yearsbefore maturity . . . . I ~4
More than 15 yearsand not more than20 years before maturity . . . 2 O~

More than 20 yearsbefore maturity 2 ~

SCHEDULE 2

DESCRIPTION OF THE PROGRAM AND THE P~ojECT

The Program,which includes the Project, is a program of the Borrower for the re-
organization of the railway system of Colombia and for the unification, expansion,re-
habilitation and improvement of the existing lines operated by the Railroads. It is
contemplated that the Programwill be completedby the date thc constructionof thu.’
Project is finished,

I. In addition to the Project, the Programincludesthe following:

(a) A thorough administrative, operational and financial reorganization of the
Colombian railway systemwill be carried out upon the following bases:

(i) Within six months after the Effective Date an autonomous, non-political

corporate body with adequatepowers to operate the railroad network owned by
the Borrower will be organized on terms mutually satisfactory to the Borrower
and theBank substantiallyin accordancewith the report entitled “Basic Principlesof
Reorganization and Rehabilitation for the Colombian National Railroads” dated
August 5, 1952, by Madigan-Hyland Corporation. A general managerand board
of directors independentof political control will have beenappointedand will be
functioning, and the assetsnow owned and operatedby the ConsejoAdministrativo
de los Ferrocarri/es Nacionaleswill have been transferredto the new institution.

(ii) On or before the date of transfer of properties to tile new institution, the
Borrower will havemadeadequatearrangementsby assumptionof debtor otherwise
to releasetheRailroadsfrom liability for all their thenoutstandingfundedindebted-
ness; provided, however, that the Railroadswill be liable for payment out of net
earningsof theColombian currencyequivalentof the foreign exchangerequiredfor
service of the Loan. Thereafter any funds in Colombian currency which the
Borrower is required to furnish to the Railroads to enable the Railroads to carry
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out the Programwill be supplied to the Railroadsas a contribution to capital re-
coverable only out of net earnings. The Borrower may require that any funds
furnished by the Borrower to the Railroadsto coverany operatingdeficits incurred
during the period of construction of the Project be repaid by the Railroads after
construction of the Project is completed. The Railroadswill be liable for payment
out of net earningsof the Colombiancurrencyequivalent of the serviceof any loans
contracted by the Borrower or the Railroads in foreign exchangefor purposesof
carrying out the Program. Any fundsneededin order to carry out the provisions
of this clause(ii) will be obtainedby the Borrower or the Railroadsin such manner
as to avoid inflationary effect.

(iii) The administrative, operational and financial reorganization of the Rail-
roadswill be carried out as provided hereinand in such report of Madigan-Hyland
Corporation.

(b) The existing properties of the Railroads will be rehabilitated and improved
in the following respects

(i) The permanentway of the existing lines operatedby the Railroads will be
rehabilitated and improved so as to servetraffic needsmore adequately.

(ii) Existing track will be converted from meter-gaugeto yard-gaugeto the
extent necessaryto permit the physical integration of existing lines operated! by
the Railroads.

(iii) Existing rolling stock and cargo handling equipment will be redistributed
and such supplementary items will be purchasedas may be required for efficient
operation of the expandedand rehabilitatedrailroad system.

II. The Project consists of the unification, expansion and improvement of tile
railway system owned by the Borrower and of its operations through construction and
operation of the following facilities

(a) A single-track, yard-gauge railroad approximately 380 kilometers in length
will be constructedalong the middle MagdalenaRiver Valley, north from PuertoSalgar
to Capulco. The track will be constructedof 75-pound rails. The right-of-way, which
will be completely fenced, will be approximately 30 meters wide with approximately
30 metersof additional width at intermediatestations. The southernterminusof tile
line will be PuertoSalgaron the easternbank of the MagdalenaRiver, wherethe new
line will connect with the CundinamarcaRailroad from Bogota. The line will cross the
River at PuertoSalgar,where it will connectwith the La DoradaRailroad, It will then
proceednorthward on the westernside of the MagdalenaRiver via Nare to PuertoBerrio,
where it will connectwith the Antioquia Railroad. It will againcross the River between
PuertoBerrIo and PuertoOlaya. It will proceednorthward on the easternside of the
River via Barrancabermejathrough a point near Puerto \Vilches, where exchange with
the Puerto Wilches-BucaramangaRailroad will be established,and thence to Capulco.

At Capulco a terminal and dock will be constructed. The terminal will include a
station building, locomotive servicing platforms and pits, a service powerhousebuilding
so constructedthat dieselgeneratorsmay later be installed,watersupply system, freight

shedsand other servicebuildings. Servicebuildings will alsobe constructedat La Dorada,
Puerto Berrio, the mid-point town, Barranca and Puerto Wilches. Ample additional
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land will be provided for terminals and yards at La Doradaand Puerto Berrfo and for
townsite developmentat the mid-point of the line and at Capulco.

Miscellaneousbuildings and equipment will include dwellings for roadmastersand
track patrolmen, switches and other maintenance-of-wayfacilities, train dispatch tele-
phone circuits for the full length of the line and automatic station signals protecting
junction switcheswith other main lines.

(b) A centralized service area for the lines operating out of Bogota will be cons-
tructed at a site in or near Bogota. Existing shops and yard activities in Bogota
together with their serviceableand suitablemachine tools will be transferred to the new
location. Facilities will include central repair shops, a roundhouse,pits, turntable and
wash racks,substationand electric distribution system. In addition to therepair shops,
a material storagewarehouse,a maintenanceshop for autoferrocars,ascrapconcentration
yard, office andwelfarebuildings, coal and sandfacilities, foundry andother accessory
facilities will be constructed in the new freight and passengercar yards. Adequate
space will be provided for future expansion.

III. Estimated Cost of Works and Equipment Included in the Portion of the
Program Other Than tile Project

Foreign Local
Exchange Currency Total Cost

(millions of (millions in millions of
Dollars) of Pesos) Dollars Pesos

Rehabilitation and Improve-
ment of Permanent \Vay 3.33 16.70 10.00 25,00

New Rolling Stock for Existing
Lines 4.25 4.25 10.63

Equipment for MVRR

Minimum 1.10 3.15 2.36 5.90
Maximum 7.00 0.70 7.28 18.20

Total Remainder I’rogram

from 8.68 19.85 16.61 41.53
to 14.58 17.40 21.53 53.83
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SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No, 3’

For thepurposesof this Agreementtheprovisionsof Loan RegulationsNo. 3 of the

Bank, datedDecember6, 1950, shall be deemedto be modifiedas follows:

(a) The secondsentenceof Section2.02 shall readas follows:

“Such commitmentchargeshall accruefrom theEffective Dateor from a date
60 daysafter thedateof theLoan Agreement,whichevershall be the’ earlier, to the
respectivedateson which amountsshall be withdrawn by theBorrower from the
LoanAccount asprovidedin Article IV or shall be cancelledpursuantto Article V.”

(b) The last two sentencesof Section 4.02 shall be deleted.

(c) Subparagraph11 of Section 10.01 shall read as follows:

“The term ‘Project’ meansthe project for which the Loan is granted,as such
project is describedin the Loan Agreementand as the description thereof shall be
amendedfrom time to time by agreementbetweentheBorrower andthe Bank,”

INTERNATIONAL HANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 6 DECEMBER 1951)

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANE TO MEMBER GOVERNMENTS

[Not published herein, See United Nations, Treaty Series, l’ol. 1.58, p. 170.

1 See below,
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