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No. 2487. LOAN AGREEMENT1 (SECOND HIGHWAY
PROJECT) BETWEEN THE REPUBLIC OF NICARAGUA
AND THE INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT. SIGNEDAT WASHINGTON,
ON 4 SEPTEMBER 1953

AGREEMENT, dated September4, 1953, betweenthe REPUBLIC OF NICA-
RAGUA (hereinaftercalled the Borrower’) and INTERNATIONAL BANK FOR RECON-

STRUCTION AND DEVELOPMENT (hereinafter called the Bank).

Article I

LOAN REGULATIONS; SPECIAL DEFINITION

Section 1.01. The partiesto this Loan Agreementacceptall the provisions
of Loan RegulationsNo. 3 of the Bank dated October 15, 19522 (hereinafter
called the Loan Regulations),with the same force and effect as if they were
fully set forth herein.

Section 1.02. Wherever used in this Loan Agreement 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 organization
which is owned or controlled directly or indirectly by the Borrower or by any
political subdivision of the Borrower or the operationsof which are conducted
primarily in the interestof or for accountof the Borrower or anypolitical sub-
division of the Borrower.

Article II

THE LOAN

Section 2.01. The Bank agreesto lend to the Borrower, on the terms and
conditionsin this Loan Agreementset forth or referredto, an amount in various
currenciesequivalentto three million five hundred thousanddollars ($3,500,000).

Section 2.02. The Bank shall open a Loan Account on its books in the
name of the Borrower andshall credit to suchAccount the amount of the Loan.
The amount of the Loan may be withdrawn from the Loan Account as provided
in, andsubject to the rights of cancellationandsuspensionsetforth in, the Loan
Regulations.

1 Cameinto force on 15 October1953, upon notification by the Bank to the Government
of Nicaragua.

a See p. 134 of this volume.
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Section2.03. The Borrower shall pay to the Bank a commitmentcharge
at the rateof three-quartersof onepercent(3/4 of 1 %) perannumon theprincipal
amount of the Loan not so withdrawn from time to time.

The date specifiedfor the purposesof Section 2.02 of the Loan Regulations
is November1, 1953, or the Effective Date, whichevershallbe the earlier.

Section 2.04. The Borrowershallpay interestat the rate of four andthree-
quartersper cent (43/4 %) per annum on the principal amount of the Loan so
withdrawn and outstandingfrom time to time.

Section2.05. Exceptas the Borrower andthe Bank shall otherwiseagree,
the chargepayable for specialcommitmentsenteredinto by the Bank at the
requestof the Borrower pursuantto Section 4.02 of the Loan Regulationsshall
be at therate of one-halfof one percent (1/3 of 1 %) per annumon the principal
amount of any suchspecialcommitmentsoutstandingfrom time to time.

Section2.06. Interest and other charges shall be payable semi-annually
on March 15 and September15 in each year.

Section2.07. The Borrowershall repay theprincipal of the Loan in accord-
ance with the amortization schedule set forth in Schedule 1 1 to thi~Loan
Agreement.

Article III

USE OF PROCEEDSOF THE LOAN

Section 3.01. The Borrower shall causethe proceedsof the Loan to be
appliedexclusivelyto financingthe cost of goodsrequiredto carryout the Project
describedin Schedule22 to this Loan Agreement. The specific goods to be
financedoutof the proceedsof the Loanshallbe determinedby agreementbetween
theBorrowerandthe Bank,subjectto modificationby further agreementbetween
them.

Section 3.02. The Borrowershallcauseall goodsfinancedoutof the proceeds
of the Loan to be usedin the territoriesof theBorrowerexclusivelyin thecarrying
out of the Project.

Section3.03. All contractsenteredinto by the Borrower for the carrying
out of the Projector for the purchaseof goodsto be usedin the carrying out of
the Project shall be in form and substancesatisfactoryto the Bank.

Article IV

BONDS

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

~ See p. 128 of this volume.

See p. 130 of this volume.
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Section4.02. The Minister of Finance and Public Credit (Ministro de
Hacienda y Crédito Psiblico) of the Borrower and such personor personsas he
shallappointin writing aredesignatedasauthorizedrepresentativesof theBorrower
for the purposesof Section 6.12 of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section 5.01. (a) The Borrower shall causethe Project to be carried out
with duediligenceandefficiencyandin conformitywith soundengineeringpractice.

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

(c) The Borrower shallmaintainor causeto be maintainedrecordsadequate
to identify the goods financedout of the proceedsof the Loan, to disclosethe
use thereof in the Project, and to record the progressof the Project (including
the cost thereof)andto reflect in accordancewith consistentlymaintainedsound
accountingpracticesthe financial condition and operationsof the agency or
agenciesof the Borrower responsiblefor the construction or operation of the
Project or any part thereof ; shall enable the Bank’s representativesto inspect
the Project,the goodsandany relevantrecordsanddocuments; andshallfurnish
to the Bank all suchinformation as theBank shall reasonablyrequestconcerning
the expenditureof the proceedsof the Loan, theProject,the goodsandthe financial
condition and operationsof the agencyor agenciesof the Borrower responsible
for the constructionor operationof the Project or any part thereof.

Section 5.02. (a) The Borrowerandthe Bankshall cooperatefully to assure
that the purposesof the Loan will be accomplished. To that end,eachof them
shall furnish to the otherall such information as it shall reasonablyrequestwith
regardtothegeneralstatusof theLoan. On thepartof 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 interfereswith, or threatens
to interfere with, the accomplishmentof the purposesof the Loan or the main-
tenanceof the service thereof.

(c) The Borrower shall afford all reasonableopportunity for accredited
representativesof the Bank to visit any part of the territories of the Borrower
for purposesrelated to the Loan.

No. 2487
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Section 5.03. 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,
exceptas the Bank shallotherwiseagree,if any lien shallbe createdon any assets
of the Borroweras securityfor any externaldebt, suchlien will ipso facto equally
andratablysecurethe paymentof the principal of, andinterestandothercharges
on, the Loan and the Bonds, and that in the creationof any such lien express
provisionwill be madeto that effect, provided, however,that the foregoingpro-
visions of this Section shallnot apply to : (i) any lien createdon property, at the
time of purchasethereof,solelyas securityfor the paymentof the purchaseprice
of such property; (ii) any lien on commercialgoods to securea debt maturing
not more than one year after the dateon which it is originally incurred and to
bepaid outof theproceedsof saleof suchcommercialgoods; or (iii) anylien arising
in the ordinarycourseof bankingtransactionsto securea debtmaturingnot more
than one year after the date on which it is originally incurred.

The term assetsof theBorrower as usedin this Sectionincludesassetsof the
Borrower or any of its political subdivisionsor any Agency, including assetsof
the Banco Nacional de Nicaragua.

Section.5.04. The principal of, and interestand otherchargeson, the Loan
and the Bonds shallbe paid without deductionfor, and free from, any taxes or
fees imposedunderthe laws of the Borrower or laws in effect in its territories;
provided, however,that the provisionsof this Sectionshall not apply to taxation
of, or fees upon, paymentsunderany Bond to a holder thereof other than the
Bank whensuchBond is beneficially ownedby an individual or corporateresident
of the Borrower.

Section 5.05. The Loan Agreementand the Bonds shall be free from any
taxes or 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 taxes and fees, if any,
imposedunderthe laws of the country or countriesin whosecurrency the Loan
andthe Bonds are payableor laws in effect in the territoriesof such country or
countries.

Section5.06. The principal of, and interestand other chargeson, the Loan
and the Bonds shall be paid free from all restrictionsimposedunder the laws
of the Borrower or laws in effect in its territories.

Section 5.07. The Borrower shall satisfy the Bank that adequatearran-
gementshavebeenmadeto insurethegoodsfinancedwith the proceedsof the Loan
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against risks incident to their purchaseand importation into the territories of
the Borrower.

Section 5.08. The Borrower shall cause all machinery and equipment
purchasedwith the proceedsof theLoan to beadequatelymaintainedandrepaired,
and shall causesuitable workshops to be maintainedin suitable placesfor that
purpose.

Section 5.09. The Borrower shall cause the roads constructedwith the
proceedsof the Loan to be adequatelymaintainedand from time to time shall
causeall necessaryrepairs thereof to be made, all in accordancewith sounden-
gineering standards.

Section 5.10. The Borrower shall provide the currency of the Borrower
required for carrying out the Project in accordancewith the following plan

(a) not less than 2,600,000 córdobaswill be provided out of the funds
of the RecargosCambiarios establishedpursuantto a law of the Borrower
datedNovember9, 1950, entitled Ley Reguladorade Cambios Internacionales,

(b) the remainder will be provided by means of specific budgetary
appropriationsin annual amounts, satisfactory to the Bank, which shall
be sufficient to meet the estimatedcosts of the Projectpayablein córdobas
during the year coveredby eachsuch appropriation.

Section 5.11. The amountsreferredto in (a) and (b) of Section 5.10 shall
be depositedinto accountsto be openedby the Borrower in the Banco Nacional
de Nicaraguawhich will be availableonly for the purposeof meetingexpenditures
required for the Project and the Borrower shall maintain in such accountsat
all times an aggregateamount, satisfactoryto the Bank, sufficient to meet the
estimatedexpendituresfor the Project payable in cdrdobas during the next
six months’ period.

Article VI

REMEDIES OF THE BANK

Section 6.01. (i) If any event specified in paragraph(a) or paragraph(b)
of Section5.02 of the Loan Regulationsshall occur andshall continuefor a period
of thirty days,or (ii) if any eventspecifiedin paragraph(c) of Section5.02of the
Loan Regulationsshall occur andshall continuefor a period of sixty clays 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 and of all the Bonds then outstandingto be
due and payable immediately, and upon any such declarationsuch 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 December31, 1956.
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Section 7.02. 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 7.03. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations

For the Borrower Gobiernode Nicaragua,Ministerio de Hacienday Crédito
Pdblico, Palacio Nacional, Managua,Nicaragua.

For the Bank : InternationalBank for Reconstructionand Development,
1818 H Street,N. W., Washington25, D. C., United Statesof America.

Section.7.04. The Minister of Financial and Public Credit (Ministro de
Hacienday Crédito Piiblico) or the Minister of Developmentand Public Works
(Ministro de Fomentoy 0 bras P4blicas) of the Borrower is designatedfor the
purposesof Section 8.03 of the Loan Regulations.

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

Republic of Nicaragua

By Guillermo SEVILLA SACASA

Authorized Representative

InternationalBank for Reconstructionand Development
By EugeneR. BLACK

President

SCHEDULE I
AMORTIZATION SCHEDULE

Principal Principal
Amount .4 mount

Outstanding Outstanding
Paymentof .4//er Each Paymentof After Each
Principal Payment Principal Payment

(expressed in (expressedin (expressedin (expressedin
DatePaymentDue dollars)* dollars)

4
DatePaymentDue dollars)* dollars)*

September15, 1956 $3,500,000 September15, 1960 $ 252000 $ 1,642,000
March 15, 1957 $214,000 3,286,000 March 15, 1961 258.000 1384,000
September15, 1957 219,000 3,067,000 September15, 1961 264,000 1,120,000
March 15, 1958 224,000 2,843,000 March 15, 1962 270,000 850,000
September15, 1958 229,000 2,614,000 September15, 1962 277000 573,000
March 15, 1959 235,000 2,379,000 March 15, 1963 283000 290,000
September15, 1959 240,000 2,139,000 September15, 1963 290,000
March 15, 1960 245,000 1,894,000

* 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.
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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 the principal amount of the Loan pursuant
to Section 2.05 (b) of the Loan Regulations or on the redemption of any Bond prior
to its maturity pursuant to Section 6.16 of the Loan Regulations

Time of Prepaymentor Redemption Premium

Not more than 1 year before maturity 1/3 %
More than 1 year and not more than 3 years before maturity . . . 3/~%
More than 3 yearsand not more than 5 yearsbefore maturity . . . 1 %
More than 5 years and not more than 7 years before maturity . . . 1 1/~%
More than 7 years before maturity 2 ~

SCHEDULE 2
DESCRIPTION OF PROJECT

Theproject consistsof the constructionof approximately40 Km. of primary, asphalt-
surfaced roads and 687 Km. of secondary,stone-surfacedall-weather roads which will
serve as an expansionof the highway system of the Borrower. The primary roads
will connect El Ocotal, capital of the Department of Nueva Segovia, with the Inter-
American Highway and Boaco, capital of the Department of Boaco, with tile Rama
Road. The secondaryroads will facilitate the movementof products to market points
and open up new agricultural areas.

The specific roads to be constructedare the following

Approximate
Length of
Roadin

Kilometers
PRIMARY ROADS

Boaco—Rama Road . . . . . . 19
Ocotal—Inter-American Highway . 21

SECONDARY ROADS

A. Departmentof Boaco

1. Boaco—Camoapa 22
2. Boaco—TierraAzul—Muy Muy 53
3. SantaLucia—Boaquito . . . 7

B. Departmentof Carazo
1. Rosario—Sta.Teresa-LaConquista 14
2. San Marcos—Jinotepe 6
3. San Marcos—Masatepe 7

C. Departmentof Chinandega

1. Chichigalpa—Chinandega-LeónRoad 4
2. Chinandega—ElViejo 5
3. Posoltega—Chinandega-LeónRoad . 7
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D. Departmentof Chontales
I. Acoyapa—LaHorqueta . .

2. Santo Tomas—La Libertad

E. Departmentof Esteli
1. Limay—PuebloNuevo—Condega 54

F. Department of Granada

1. Catarina—LaFuente 8
2. Granada—Nandaime 22

G. Departmentof Jinotega
1. Jinotega—ElTuma Norte
2. Jinotega—Yali
3. SanRafaeldel Norte—La Concordia .

H. Department of Leon

1. León—Tololar—Chacaraseca
2. Limay— Achuapa—Puntado Rid
3. Los Ranchos—Managua-LeonRoad
4. Quezalguaque—Telica
5. Tempate—LaPaz

I. Department of Madrix

1. Ducuali—Telpaneca
2. Somoto—LaSabana

J. Department of Managua

1. El Boquete—LaRapadura
2. Las Mercedes—SabanaGrande .

3. Las Nubes—Ticuantepe
4. Masachapa—Km.21, Managua-LeOn
5. PuenteTipitapa—PuertoTipitapa

K. Department of Masaya

I. Masaya—Catarina—Masatepe
2. Masaya—Tisma
3. San Marcos—ConcepciOn

L. Departmentof Ma/agalpa

1. Matagalpa—Samulali
2. Matagalpa—SanRamón
3. PuertasViejas—Esquipulas
4. San I)ionisio—Tcrrabona—Dario

M. Departmentof Nueva Segovia
1. Ocotal—Dipilto—LasManos . .

2. Telpaneca—SanJuandeTelpaneca

Approximate
Length of
Roadin

Kilometers

25
24

20
32
10

Road

14
21

2
6

14

24
26

11
3
8

48
8

17
15
7

16
6

12
26

28
25
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Approximate
Length of
Roadin

Kilometers
N. Department of Rivas

1. Km. 110, Inter-AmericanHighway—Belen 2
2. Moyogalpa—Altagracia 7
3. Rivas—Potosi 7
4. Rivas-.Tola 11
5. San Jorge—BuenosAires 3

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO MEMBER GOVERNMENTS

[Not publishedherein. See United Nations, Treaty Series, Vol. 165, p. 252.]
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