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No. 2739. LOAN AGREEMENT’ (COASTAL HIGHWAY
PROJECT)BETWEENTHE REPUBLICOFEL SALVADOR
AND THE INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT. SIGNEDAT WASHINGTON,
ON 12 OCTOBER 1954

AGREEMENT, datedOctober 12, 1954,betweenREPUBLIC OF EL SALVADOR
(hereinaftercalledthe Borrower)and INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT (hereinaftercalledthe Bank).

Article I

LOAN REGULATIONS

Section 1.01. The partiesto this Loan Agreementacceptall the provisions
of Loan RegulationsNo. 32 of the Bank datedOctober15, 1952,subject,however,
to themodificationsthereofset forth in Schedule33 to this Agreement(saidLoan
RegulationsNo. 3 as so modified being hereinaftercalledthe Loan Regulations),
with the sameforce andeffect as if they werefully set forth herein.

Article II

THE LOAN

Section2.01. The Bank agreesto lend to the Borrower, on the terms and
conditionsin this Agreementset forth or referredto, an amountin various cur-
renciesequivalentto elevenmillion one hundredthousanddollars ($11,100,000).

Section 2.02. The Bankshall opena Loan Accounton its booksin thename
of the Borrowerandshall credit to suchAccount the amountof the Loan. The
amount of the Loan may be withdrawn from the Loan Account asprovided in,
and subject to the rights of cancellationand suspensionset forth in, the Loan
Regulations.

Section 2.03. The Borrowershallpay to the Bank a commitmentchargeat
the rateof three-fourthsof oneper cent (3/4 of 1 %) per annumon the principal
amountof the Loan not sowithdrawn from time to time.

1 Came into force on 13 January 1955, upon notification by the Bank to the Government
of the Republic of El Salvador.

2 SeeP. 56 of this volume.
2 See p. 54 of this volume.
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The datespecifiedfor the purposesof Section2.02 of the Loan Regulationsis
60 daysafter the dateof this Agreementor the Effective Date,whichevershall be
the earlier.

Section 2.04. TheBorrowershallpay interestat the rateof four andone-half
per cent (41/2 %) per annumon the principal amount of the Loan so withdrawn
and outstandingfrom time to time.

Section 2.05. Interest and other chargesshallbe payablesemi-annuallyon
April 15 and October 15 in eachyear.

Section 2.06. The Borrowershall repay the principal of the Loan in accord-
ancewith the amortizationscheduleset forth in Schedule1’ to this Agreement.

Article III

USE OF PROCEEDSOF THE LOAN

Section 3.01. TheBorrowershallcausethe proceedsof the Loanto be applied
exclusively (a) to financing the foreign exchangecomponentof paymentsmade
or to be madeunder the contracts for the constructionof the arterial highway
enteredinto pursuantto Section3.03 of this Agreementandundercontractswith
the technical consultantor consultantsemployedpursuantto Section 5.01 (b)
of this Agreement; or (b) to the extent that the Borrower andthe Bank shall so
agree,to financingthe cost of equipment,suppliesandservicesrequired to carry
out the constructionof the arterialhighway includedin the Project describedin
Schedule21 to this Agreement.

Section 3.02. The Borrowershall causeall goodsfinancedout of theproceeds
of the Loanto be usedin theterritoriesof the Borrowerexclusivelyin the carrying
out of the Project.

Section 3.03. Exceptas the Borrower and the Bank sh~allotherwiseagree,
all contractsenteredinto by theBorrowerfor theconstructiori~ofthearterialhigh-
way includedin theProjector for thepurchaseof goodsto be~isedin carryingout
the Project~iaiibe awardedon thebasisof internationalcompetitivebidding and
shallbe in T~mandsubstancesatisfactoryto theBankJ Contractsprovidingfor
constructionwork on the arterial highway includedin the Project shall contain
provisions prohibiting subcontractingunlesssuch subcontractingis approvedby
theBorrowerandby the consultantor consultantsemployedpursuantto Section
5.01 (b) of this Agreement. Any suchsubcontractingshall also be subjectto the
approvalof theBank, if the amountof the proposedsubcontractis the equivalent
of $100,000or more.

1 Seep. 52 of this volume.
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Article IV

BONDS

Section 4.01. The Borrower shall execute and deliver Bonds representing
the principal amount of the Loanas providedin the Loan Regulations.

Section 4.02. The Ivlinistro de Haciendaof the Borrower and such person
orpersonsasheshallappointin writing aredesignatedasauthorizedrepresentatives
of the Borrower for thepurposesof Section6.12 of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section 5.02 (a). The Borrowershallcausethe Projectto be carriedoutwith
duediligenceandefficiencyandin conformitywith soundengineeringandfinancial
practices.

(b) Contractorsmutually satisfactory to the Borrower and the Bank shall
be employedby the Borrower to constructthe arterial highway includedin the
Project. In connectionwith the constructionof the arterialhighway includedin
the Project, the Borrowershall also retaina competentandexperiencedtechnical
consultantor consultantsmutually satisfactory to the Borrower and the Bank
upon terms and conditionsmutuallysatisfactoryto the Borrower andthe Bank.

(c) TheBorrowershallcauseto be furnishedto theBank,promptly upon their
preparation,the plans and specificationsfor the Project and any materialmodi-
fications subsequentlymade therein. The design standards for the arterial
highway included in the Project shall be mutually satisfactoryto the Borrower
andtheBank.

(d) The Borrowershall maintain or causeto be maintainedrecordsadequate
to showthe foreign exchangecomponentof the paymentsmadeunderconstruction
contractsenteredinto pursuantto Section3.03of this Agreementandundercon-
tracts with the technical consultantor consultantsemployedpursuantto Section
5.01 (b) of this Agreement,to identify the goodsfinancedout of the proceedsof
the Loan, to disclosethe usethereofin the Project, to recordthe progressof the
Project (including the cost thereof), and to reflect in accordancewith consistently
maintainedsound accountingpracticesthe financial condition and operationsof
the agencyor agenciesof the Borrowerresponsiblefor theconstructionor operation
of theProjector anypartthereof; shallenabletheBank’s representativesto inspect
theProject, the goodsandany relevantrecordsanddocuments;andshall furnish
to the Bank all suchinformation as the Bank shallreasonablyrequestconcerning
the expenditureof the proceedsof the Loan, the Project, the goodsandthe finan-
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cial conditionandoperationsof the agencyor agenciesof theBorrower responsible
for the constructionor operationof the Project or any part thereof.

Section 5.02 (a). The Borrowerandthe Bankshall co-operatefully to assure
that the purposesof the Loan will be accomplished. To that end,eachof them
shall furnish to the otherall suchinformation as it shall reasonablyrequestwith
regardtothegeneralstatusof theLoan. On thepartof theBorrower,suchinforma-
tion shall includeinformation with respectto financialand economicconditions
in the territories of the Borrower and the international balanceof payments
position of the Borrower.

(b) The Borrower and the Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto thepurposesof the
Loan and the maintenanceof the service thereof. The Borrowershallpromptly
inform the Bank of any conditionwhich interfereswith, or threatensto 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 Borrowerfor
purposesrelatedto the Loan.

Section 5.03. It is the mutualintention of the Borrower andthe Bank that
no externaldebt hereaftercreatedshallenjoyany priority over the Loan by way
of a lien on governmentalassets. To that end, the Borrower undertakesthat,
except as the Bank shall otherwiseagree,the Borrower will not causeor permit
to be createdany lien on any assetsof the Borrower, assecurityfor anyexternal
debt, unlessthe paymentof the principal of, andinterest andother chargeson,
the Loan andthe Bonds shallbe securedby such lien equally andratably with
such otherexternaldebt (in which event,in the creationof any suchlien express
provision will be madeto that effect) ; provided, however, that the foregoing
provisions of this Sectionshall not apply to : (i) any lien createdon property,at
the time of purchasethereof,solelyas securityfor the paymentof the purchase
priceof suchproperty; (ii) anylien on commercialgoodsto secureadebtmaturing
not morethanone yearafter the dateon which it is originally incurredandto be
paid out of the proceedsof saleof suchcommercialgoods;or (iii) anylien arising
in the ordinarycourseof banking transactionsandsecuringa debt maturing not
more than one year after its date.

As used in this Section (a) the term “assetsof the Borrower” includesassets
of theBorroweror of any of its political subdivisionsor of anyAgenc~and(b) the
term “Agency” meansany agencyor instrumentalityof the Borroweror of any
political subdivision of theBorrowerandshallinclude anyinstitutionor organiza-
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tion which is ownedor controlleddirectly 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 account of the Borrower or any political sub-
division of the BorrowerI including the BancoCentralde Reservade El Salvador.

Section 5.04. The principal of, and interestand otherchargeson, 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 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
taxesor fees that shallbe imposedunderthe laws of the Borroweror laws in effect
in its territorieson or in connectionwith the execution,issue,deliveryor registra-
tion thereof and the Borrower shall pay all such taxesand fees, if any, imposed
underthe laws of the country or countriesin whosecurrencythe Loan and the
Bonds are payableor laws in effect in the territoriesof suchcountry or countries.

Section 5,06. The principal of, and interestand other chargeson, the Loan
andthe Bondsshall be paid free from all restrictionsimposedunderthelaws of the
Borrower or laws in effect in its territories.

Section 5.07. TheBorrowershallat all timesmakeavailableby appropriation
or otherwise, for disbursementpromptly as they are needed,all sumswhich shall
be requiredfor the carrying out of the Project. Without limiting the foregoing,
the Borrower shallmakeprovisionthrough adoption of an extraordinarybudget
pursuantto Article 125 of the Constitutionof El Salvador for appropriationof
anaggregateamountof not less than 14,800,000colonesto be usedin the construc-
tion of the arterial highway included in the Project. The minimum amounts
to be madeavailableduring the calendaryears1955through 1958for the construc-
tion of the arterial highway are as follows:

1955 3000,000colones
1956 3,200,000culones
1957 4,200,000coloncs
1958 the balanceof the 14,800,000colonesnot previouslymadeavailable

Any sumsappropriatedasprovidedhereinshallbeusedonly for the purpose
for which they wereappropriated,andif not completelyexpendedin one calendar
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yearshallbe carriedover to the next calendaryearor yearsandshallbeusedonly
for such purpose.

Section 5.08. TheBorrowershallcausethe roadsin its highwaysystemto be
maintainedat all timesin accordancewith soundengineeringstandards. To this
end, the Borrowershallengagesuchtechnicalpersonnelasshallbe necessaryand
shall establishand maintain an adequatenumber of maintenancefield shops.
The Borrower shallat all times makeavailableby appropriationor otherwise,for
disbursementpromptly as they are needed,all sums which shall be required for
the proper maintenanceof the Borrower’s highway system. Specificappropria-
tions shallbe providedfor road maintenance,andfunds for suchpurposeshall be
usedonly for the purposefor which they wereappropriated.

Section 5.09. The Borrower shall satisfy the Bank that adequatearran-
gementshavebeenmadeto insurethegoodsfinancedwith the proceedsof theLoan
againstrisks incident to their purchaseand importationinto the territoriesof tile
Borrower.

Article VI

REMEDIES OF THE BANK

Section 6.01. (i) If any eventspecifiedin paragraph(a) or paragraph(b) of
Section 5.02 of the Loan Regulationsshalloccur andshallcontinuefor a period
of thirty days,or (ii) if anyeventspecifiedin paragraph(c) of Section 5.02 of the
Loan Regulationsshall occur and shall continuefor a period of sixty days after
noticethereofshallhavebeengivenby the Bankto theBorrower, thenat anysub-
sequenttime duringthe continuancethereof,the Bank,at its option, maydeclare
the principal of the Loan and of all the Bonds then outstandingto be due and
payableimmediately, andupon anysuch declarationsuchprincipal shall become
dueandpayableimmediately,anything in this Agreementor in the Bonds to the
contrary notwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01. The following events are specified as additional conditions
to the effectivenessof this Agreementwithin the meaningof Section9.01 (a) (ii)
of the Loan Regulations: (a) any action necessaryto enablethe Borrower to
employ the technicalconsultantor consultantsreferred to iii Section 5.01 (b) of
this Agreementshall havebeentaken, andsuch consultantor consultantsshall
havebeenemployed; and (b) an extraordinarybudgetshall havebeen adopted
as provided in Section 5.07 of this Agreement.
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Section 7.02. The following are specifiedas additional matters,within the
meaningof Section9.02 (c) of the Loan Regulations,to be includedin the opinion
or opinionsto be furnishedto the Bank: (a) thatall actionnecessaryto enablethe
Borrower to employ the technicalconsultantor consultantsreferredto in Section
5.01 (b) of this Agreementhasbeentaken; and (b) that all actionnecessaryfor
the adoptionof an extraordinarybudgetas providedin Section5.07 of this Agree-
ment hasbeenduly and validly taken.

Section 7.03. A date 90 days after the date of this Agreement is hereby
specified for the purposesof Section 9.04 of the Loan Regulations.

Article VIII

MISCELLANEOUS

Section 8.01. The closing date shall be April 15, 1959.

Section 8.02. The following addressesare specified for the purposes of
Section 8.01 of the Loan Regulations:

For the Borrower: Ministerio de Obras Pdblicas, Palacio Nacional, San
Salvador, El Salvador, Central America, and Ministerio de Hacienda, Palacio
Nacional, San Salvador, El Salvador, Central America.

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

Section 8.03. The Ministro de Haciendaof the Borrower is designatedfor
the purposesof Section 8.03 of the Loan Regulations.

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

Republicof El Salvador

By Hector DAVID CASTRO

R. MEZA AYAU H.
AuthorizedRepresentatives

InternationalBankfor ReconstructionandDevelopment

ByEugeneR. BLACK

President

No, 2739
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SCHEDULE 1

AMORTIZATION SCHEDULE

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 redemptionof 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
More than 1 yearbut not more than 3 yearsbeforematurity
More than 3 yearsbut not morethan 6 yearsbefore maturity
More than 6 yearsbut not morethan 9 yearsbefore maturity
More than 9 yearsbefore maturity

SCHEDULE 2

DESCRIPTION OF THE PROJECT

An arterial highway, togetherwith a network of branch and feeder roads in the
coastal region of El Salvadorwill be surveyed,designed and constructedor improved.
The arterial highway, which will bea two-laneall-weatherroad, will extendin a generally
west-eastdirection approximately 306 kilometersfrom La Hachaduraat the Guatemalaii
border to near the port of La Union on the Gulf of Fonseca,as follows

Paymentof
Principal

Date (expressed
PaymentDue in dollars)*

Principal
Amount

Outstanding
Alter

Each Payment
(expressed

in dollars)*

October15, 1958 — $11,100,000
April 15, 1959 . $584,000 10,516,000
October15, 1959 597,000 9,919,000
April 15, 1960 . 611,000 9,308,000
October15, 1960 624,000 8,684,000
April 15, 1961 . 638,000 8,046,000
October15, 1961 653,000 7,393,000
April 15, 1962 . 667,000 6,726,000
October 15, 1962 682,000 6,044,000

Principal
mount

Outstanding
Paymento/ After
Principal EachPayment

Date (expressed
*

(expressed
*PaymentDue in dollars) in dollars)

April 15, 1963 . $698,000 $5,346,000
October 15, 1963 714,000 4,632,000
April 15, 1964 . 730,000 3,902,000
October15, 1964 746,000 3,156,000
April 15, 1965 . 763,000 2,393,000
October15, 1965 780,000 1,613,000
April 15, 1966 .

October15, 1966
798,000
815,000

815,000
—~-—

1/2 of 1 %
8/ of I ‘~i~

1 °‘IC)

1112 %
0 01

/0

* To the extent that any part of the Loan is repayable in a currencyother than dollars
(seeLoan Regulations,Section3.02), the figures in these columns representdollar equivalents
determined as for purposesof withdrawal.
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Section Approximate
Length
(Km.)

La Hachadura—Acajutla 43
Acajutla—RioMizata 27
Rio Mizata—Rio El Zonte 26
Rio El Zonte—La Libertad 19
La Libertad—Comalapa 28
Comalapa—ElPlayón 40
El Piaydn—Usulután 38
Usulután—E1Delirio 32
El Delirio—Intipucá 22
Intipucá—LaUnion 32

Local roadsgiving accessto the arterial highway will be designedand constructed
and branchroadsconnectingwith the arterial highway will be improved, either simul-
taneouslywith or after the endof constructionof the arterial highway.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 31

For thepurposesof this Agreementtheprovisionsof Loan RegulationsNo. 3 of the
Bank, datedOctober 15, 1952, shall be deemedto be modified as follows

(a) Subparagraph(c) of Section 2.05 shall read as follows
(c) It is thepolicy of theBank to encouragethe repaymentof its loansprior

to maturity. Accordingly the Bank will sympatheticallyconsider,in the light of
all circumstances then existing, any request of the Borrower to waive the payment
of any premium payableunder paragraph(b) of this Section on repaymentof the
Loan (and likewise the payment of any premium payable under Section 6.16 on
redemption of Bonds held by the Bank).

(b) Subparagraph (g) of Section 5.02 shall read as follows

(g) After the date of the Loan Agreement andprior to the Effective Date any
actionshall havebeentakenwhich would haveconstituteda violation of any covenant
containedin the Loan Agreementrelatingto the creation of liens as security for
debt if the Loan Agreementhad beeneffective on thedatesuchaction was taken.

(c) The third and fourth sentencesof paragraph(i) of Section7.03 shall be deleted
and the following shall be substituted

Eachparty shall defray its own expensesin the arbitrationproceedings. The
costsof theArbitral Tribunalshallbedivided and borne equally by the parties. Any
question concerning the division of the costs of the Arbitral Tribunal or the procedure
for payment of such costs shall be determined by the Arbitral Tribunal.

(d) The last two sentencesof Section8.03 shall bedeleted,so that the Sectionwill
read as follows

1 See p. 56 of this volume.
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Any action requiredor permittedto be taken, and any documentsrequired
or permittedto be executed, under the Loan Agreement on behalf of the Borrower
may be taken or executedby the representativeof the Borrower designatedin the
Loan Agreementfor the purposesof this Sectionor any personthereuntoauthorized
in writing by him.

(e) Section 9.01 shall read as follows
The Loan Agreement shall not become effective until
(a) the Borrower has notified the Bank that (i) the executionand delivery

of the Loan Agreementon behalf of the Borrower havebeenduly authorizedor
ratified by all necessarygovernmentalaction, and (ii) all other eventsspecifiedin
the Loan Agreementas conditionsto its effectivenesshaveoccurred;

(b) theBorrowerhasfurnishedto theBank evidencethereofsatisfactoryto the
Bank; and

(c) the Bank hasgiven the notification provided for in Section 9.03 of these
Regulations.

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 published herein. See United Nations, Treaty Series, Vol. 165, p. 252.]
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