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No. 2095. LOAN AGREEMENT1 (FERTILIZER PROJECT)
BETWEEN THE REPUBLIC OF ICELAND AND THE
INTERNATIONAL BANK FOR RECONSTRUCTION AND
DEVELOPMENT. SIGNED AT WASHINGTON, ON 26
AUGUST 1952

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

(hereinaftercalled the Borrowerand the INTERNATIONAL BANK FOR RECONSTRUC-

TION AND DEVELOPMENT (hereinaftercalled the Bank).

Article I

LOAN REGULATIONS

Section 1.01. The parties of this Loan Agreementaccept all the provisions
of Loan RegulationsNo. 32 of theBank,datedDecember6, 1950,subject,however,
to the modifications thereof containedin Schedule32 to this Loan Agreement
(such Loan RegulationsNo. 3 as so modified being hereinaftercalled the Loan
Regulations),with the sameforce andeffect 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
conditions in this Loan Agreement set forth or referred to, an amount in various

currenciesequivalent to eight hundred fifty-four thousanddollars ($ 854,000).
\Vhereverusedin this Loan Agreementthe term “pounds sterling” meanspounds
sterling in currencyof the United Kingdomof GreatBritain and NorthernIreland.

Section 2.02. The Bank shall opena Loan Accounton its books in the name
of the Borrower and shall credit to such Account the amountof 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amount of the Loan may be withdrawn from the Loan Account as provided in,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.

1 Cameinto force on 28 October 1952, upon notification by the Bank to the Government
of Iceland.

2 See p. 378 of this volume,
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Section 2.03. The Borrowers shall pay to the Bank a commitment charge
at the rateof three-fourthsof onepercent (3/4 of 1 %) per annumon the principal
amount of the Loan not so withdrawn from time to time.

Section 2.04. The Borrower shall pay interestat the rate of four and three-
fourths per cent (43/4 %) per annum on the principal amount of the Loan so
withdrawn and outstandingfrom time to time.

Section 2.05. Except as the Borrower and the Bank shall otherwiseagree,
the chargepayable for specialcommitmentsenteredinto by the Bank pursuant
to Section4.02of the Loan Regulationsshallbe one-halfof onepercent(1/2 of 1 %)
per annum on the principal amount of such specialcommitmentsoutstanding.

Section 2,06. Interest and other charges shall be payable semi-annually
on June 1 and December 1 in each year.

Section 2.07. TheBorrowershall repaytheprincipal of theLoan in accordance
with the amortizationscheduleset forth in Schedule1’ to this Loan Agreement.

Article III

USE or PROCEEDSOF THE LOAN

Section 3.01. TheBorrowershall causethe proceedsof theLoan to be applied
exclusivelyto the cost of goodswhich will be required for tile carrying out of the
Project asdescribedin Schedule22 to this Loan Agreement. The specific goods
to be purchasedout of the proceedsof the Loan shall be determinedby agreement
betweenthe Borrower and the Bank, and the list of such goodsmay be modified
from time to time by agreementbetweenthem.

Section 3.02. The Borrower shall causeall goods purchasedin whole or in
part with the proceedsof the Loan to be used in the territories of the Borrower
exclusively in the carrying out of the Project.

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 the Borrower and such person or
personsashe shall appoint in writing aredesignatedasauthorizedrepresentatives
of the Borrower for the purposesof Section6.12 of the Loan Regulations.

See P. 374 of this volume.

2 See P. 376 of this volume.
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Article V

PARTICULAR COVENANTS

Section 5.01. (a) The Borrower shall cause the Project to be carried out
with due diligence and efficiency and in conformity with soundengineeringand
financial practices.

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

(c) The Borrower shall maintain or cause to be maintainedrecordsshowing
the use madeof the goods and the progressof the Project (including the cost
thereof) and the financial condition and operations of Aburdarverksmidjan,
h/f (Fertilizer Plant, Inc.) (hereinaftercalled the Plant) ; shall enablethe Bank’s
representativesto examinethe Project, the goodsand any relevant recordsand
documents; and shall furnish to the Bank all such information as tile Bank shall
reasonablyrequestconcerningthe goods, the Project, and the financial condition
and operationsof the Plant.

Section 5.02. The Borrower shall make arrangementssatisfactory to the
Bank with the Plant for the carrying out of the Borrower’s obligations under
Section 5.01 of this Agreement.

Section 5.03. (a) The Borrower andthe Bank shall cooperatefully to assure
that the purposesof the Loan will be accomplished. To that end,each of them
shall furnish to the otherall 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) 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 arisethat 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 5.04. It is the mutual intention of 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 shallbecreatedon any assetsof the
Borroweror of any of its political subdivisionsor of any agencyof the Borrower

No. 2095
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or of any such political subdivision as security for any externaldebt, such lien
will equally andratablysecurethe paymentof the principal of, and interestand
otherchargeson, the Loan and the Bonds, and that in the creationof any such
lien expressprovision shall be madeto that effect, provided, however,that tile
foregoingprovisionsof 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 commercialgoodsor of
the proceedsof sale thereof to securedebt maturing by its terms not more than
oneyear after the dateon which it is incurredand to be paid out of tile proceeds
of sale of suchcommercialgoods;or (iii) any lien createdby LandsbankiIslands
(NationalBank of Iceland),or by anysuccessorinstitutionperformingthe functions
of a centralbank,on any of its assetsin the ordinarycourseof its bankingbusiness
to securea debtmaturing by its termsnot morethan one yearafter tile dateon
which it is incurred.

Section 5.05. The principal of, and interestand other chargeson, the Loan
and the Bonds shall be paid without deductionfor 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 fees upon, paymentsunderany Bond to a holder thereof other than tile
Bank whensuchBond is beneficially ownedby an individual or corporateresident
of tile Borrower.

Section 5.06. 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 territorieson 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 Bonds are payable or laws in effect in the territories of such country
or countries.

Section 5.07. The principal of, and interestand other chargeson, the Loan
and tile Bonds shall be paid free from all restrictions imposedunder time laws
of the Borrower or laws in effect in its territories.

Section 5.08. TheBorrowershallsatisfytheBank that adequatearrangements
havebeenmadeto insure thegoodsfinancedwith tile proceedsof the Loan against
risksincident to their purchaseandimportationinto the territoriesof theBorrower.

Section 5.09. TheBorrowershallmakearrangementssatisfactoryto the Bank
to insurethat the necessaryfunds both in currencyof tile Borrower and in other

No. 2095
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currenciesto meet the costsof the Project payablein suchcurrenciesare available
to the Plant as required.

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 continue for a period
of thirty days or if any event specified in paragraph(c) of Section 5.02 of the
Loan Regulationsshall occur and shall continue for 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
declarethe principal of the Loan andof all the Bonds thenoutstandingto be due
and payable immediately, and upon any such declaration such principal shall
becomedue and payable immediately, anything in this Loan Agreementor in
tile Bonds to the contrary notwithstanding.

Section 6.02. The following is specifiedpursuantto Section 5.02 (h) of the
Loan Regulationsas an additional event giving the Bank the power to suspend
time right of the Borrower to make withdrawals from the Loan Account : Any
condition shall exist which shall give the Bank reasonablecause to believe that
the funds in currencyof the Borrowerandin other currenciesneededfor carrying
out the Project will not be available as required,and the Borrower, after having
beenaccordeda reasonableopportunity for consultationwith the Bank is unable
to show that it can provideor obtain suchfunds underarrangementssatisfactory
to the Bank.

Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01, (a) The following is specifiedas a condition to tile effectiveness
of this Agreementwithin the meaningof Section9.01 (b) of the Loan Regulations
The Borrowershall havemadethe arrangementsprovidedfor in Section 5,02 of
this Agreement.

(b) The following is specifiedas an additional matter, within tile meaning
of Section 9.02 (c) of the Loan Regulations, to be included in the opinion to be
furnished to the Bank :That the arrangementsreferred to in Section 5.02 of this
Agreementare valid and binding on the Borrower and the Plant,

Section 7.02. A date45 daysafter the dateof this Loan Agreementis hereby
specified for the purposesof Section9.04of the Loan Regulations.

No. 2095
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Article VIII

MISCELLANEOUS

Section 8.01. The Closing Date shall be September1, 1953.

Section 8.02. The following addressesare specifiedfor the purposesof 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, 1906 23rd Street, N.W.,
Washington6, D.C., U. S. A.

For the Bank InternationalBank for Reconstructionand Development,

1818 H Street, N.W., Washington 25, D.C., U. S. A.

Section 8.03. The Minister of Financeof the Borrower is designatedfor time
purposesof Section 8.03 of the Loan Regulations.

IN WITNESS WHEREOF,the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis Loan Agreementto besigned in their
respectivenamesand delivered in the District of Columbia, United Statesof
America, as of the day and year first abovewritten.

Republic of Iceland

By Thor THORS

Authorized Representative

InternationalBank for Reconstructionand Development

By EugeneR. BLACK

President

SCHEDULE 1

AMORTIZATION SCHEDULE

Principal Principal
Amount Amount

Outstanding Outstanding
Paymentof After Each l’aylnent ‘f .4fter Each
Principal Payment Principal Payment
(expressed (expressed (expressed (expressed

Date PaymentDue in dollars*) in dollars*) Date PaymentDue in (lollars*) in dollars*)

June1, 1954 . . — $854,000 June 1, 1957 . . $22,000 $728,000
December1, 1954 $20,000 834,000 December1, 1957 23,000 705,000
June1, 1955 . . 20,000 814,000 June 1, 1958 . . . 23,000 682,000
December1, 1955 21,000 793,000 December1, 1958 24,000 658,000
June 1, 1956 . . 21,000 772,000 June 1, 1959 . . 25,000 633,000
December1, 1956 22,000 750,000 December1, 1959 25,000 608,000

* To the extent that any part of the Loan is repayable in a currencyother than dollars
(see Loan Regulations, Section3.02), the figures in these columns representdollar equivalents
determinedas for purposesof withdrawal.

No. 209$
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specifiedas the premiumspayableon repaymentin
advanceof maturity of anypart of theprincipal amountof theLoan pursuantto Section
2.05 (b) of theLoan Regulationsor on the redemptionof anyBond prior to its maturity

pursuantto Section6.16 of theLoan Regulations:

Time of Prepaymentor Redemption Premium

Not more than5 yearsbeforematurity
More than 5 yearsandnot morethan 10 yearsbeforematurity
More than 10 yearsandnot morethan 15 yearsbefore maturity
More than 15 yearsbeforematurity

SCHEDULE 2

DESCRIPTION OF THE PROJECT

A plant having capacity for the production of approximately 18,200 tons of am-
monium nitrate fertilizer annuallywill beerectednear Reykjavik, Iceland andwill be
put into operation. Its capacity, measuredin terms of pure nitrogen produced,will be
approximately6000 tons annually. Ammonium nitrate will be manufacturedthrough
a processwherebyammoniais synthesizedfrom hydrogenobtainedthroughelectrolysis
of water andnitrogen obtainedthrough liquefaction of air. A part of theammoniais
oxidizedto obtain nitric acid for mixing with the remainingpart to form an ammonium
nitrate solution which is crystallizedto form the endproduct.

An accessroad and a 33 KV transmissionline will be provided to servethe plant.

Payment0/
Principal
(expressed
in dollars*)

Principal
Amount

Outstanding
After Each
Payment
(expressed

in dollars*)Date Payment Due

June1, 1960 . . $26,000 $582,000
December1, 1960 26,000 556,000
June1, 1961 . . 27,000 529,000
December1, 1961 28,000 501,000
June 1, 1962
December1,

. .

1962
28,000
29,000

473,000
444,000

June 1, 1963 . . 30,000 414,000
December1, 1963 30,000 384,000
June 1, 1964
December1,

. .

1964
31,000
32,000

353,000
321,000

Date PaymentDue

June 1, 1965
December1, 1965
June 1, 1966
December1, 1966
June1, 1967
December1, 1967
June1, 1968
December1, 1968
June 1, 1969

Principal
Amount

Outstanding
After Each

Payment
(expressed

in dollars*)

$289,000
256,000
222,000
187,000
151,000
114,000
77,000
39,000

Paymentof
Principal
(expressed

in dollars*)

$32,000
33,000
34,000
35,000
36,000
37,000
37,000
38,000
39,000

1/ 0’

/2 /0
1 %

l~’ °‘14 /0

2 ~ %
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SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 31

For the purposesof theLoanAgreement,Loan RegulationsNo. 3 of theBank, dated
December6, 1950, shall bedeemedto be modified asfollows:

(a) Thesecondsentenceof Section2.02shall readas follows:
“Such commitmentchargeshall accruefrom the EffectiveDate or from a date

45 days after the date of the Loan Agreement,whichever shall be the earlier, to the
respectivedates on which amounts shall be withdrawn by the Borrower from the
Loan Account as provided in Article IV or shall be cancelledpursuant to Article V.”

(b) Section3,01 shall be modifiedas follows:
“The Borrower shall usereasonableefforts to purchasegoodswith thecurrencies

of thecountriesfrom whichsuchgoodsare acquired. The proceedsof theLoan shall,
to theextentthat tile Bankshall so elect, bewithdrawn from the Loan Account in the
severalcurrenciesin whichgoodsarepaid for. The Bankshall beunder noobligation
to permit theproceedsof theLoan to be withdrawn in any currencyexceptpounds
sterling.”

(c) Section3.04 shall be modified asfollows:

“The commitment chargeshall be payable in pounds sterling.”

(d) Section 3.05 shall be modified as follows:
“For the purpose of determining the equivalent (in terms of dollars) of any

part of the Loan withdrawn in anothercurrency,thevalue of suchother currency
shall be as reasonablydeterminedby the Bank.”

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

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 published herein. See United Nations,Treaty Series,Vol. 158, p. 170.]

1 See below.
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