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No. 2970. LOAN AGREEMENT’ (HIGHWAY REHABILITA-
TION PROJECT) BETWEEN THE REPUBLIC OF PA-
NAMA AND THE INTERNATIONAL BANK FOR RE-
CONSTRUCTION AND DEVELOPMENT. SIGNED AT
WASHINGTON, ON 12 JULY 1955

AGREEMENT, dated July 12, 1955, between REPUBLIC OF PANAMA
(hereinaftercalled the Borrower) and INTERNATIONAL BANK FOR RECONSTRUC-

TION AND DEVELOPMENT (hereinaftercalled the Bank).
WHEREASthe Borrowerby Decree-LawNo. 8 of May 6, 1954, hascreated

in its Ministry of Public Worksa commission,knownas the Comisiónde Cami-
nos,Aeropuertosy Muelles, andhasmadesuchcommissionresponsible,among
otherthings,for theconstructionandmaintenanceof highwaysin theterritories
of the Borrower;

WHEREAS the Borrowerhassubmittedto the Banka projectfor the rehabili-
tation of the highwaysystemof theBorrower, andthe Bankhasagreedto assist
in the financing of suchproject;

Now THEREFORE,the partiesheretoagreeas follows:

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. The partiesto this Loan Agreementacceptall theprovisions
of Loan RegulationsNo. 3 of the Bank dated February 15, 19552, subject,
however,to the modificationsthereofset forth in Schedule33 to this Agreement
(suchLoan RegulationsNo. 3 as so modified being hereinaftercalledthe Loan
Regulations),with thesameforceandeffect as if they werefully setforth herein.

Section 1.02. The term “CAM” shall meanthe Comisión de Caminos,
Aeropuertosy Muelles, an instrumentalityof the Borrower createdby Decree-
Law No. 8 of May 6, 1954 of the Borrower, and shall includeany department
or agencyof the Borrowerwhich may bechargedwith all or partof the functions
of said Comisiónupon its dissolutionor otherwise.

1 Came into force on 1 September1955, upon notification by the Bankto the Government
of the Republicof Panama.

~Seep. 144 of this volume.
Seep. 144 of this volume.



130 United Nations — Treaty Series 1955

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 in-
directly by the Borrower or by anypolitical subdivisionof the Borroweror the
operationsof which areconductedprimarily in the interestof or for accountof
the Borrower or of any political subdivisionof the Borrower.

Article II

THE LoAN

Sectiou2.01. TheBankagreesto lendtotheBorrower,on thetermsandcon-
ditionsin this Agreementset forth or referredto, an amountin variouscurrencies
equivalentto five million nine hundredthousanddollars ($5,900,000).

Section2.02. The Bank shall open a Loan Account on its books in the
nameof the Borrower andshall creditto suchAccountthe amountof the Loan.
Theamountof the Loan may bewithdrawnfrom the Loan Accountasprovided
in, and subject to the rights of cancellationandsuspensionset forth in, the
Loan Regulations.

Section2.03. The Borrower shall pay to the Bank a commitmentcharge
at the rateof three-fourthsof onepercent (3/4 of 1%)perannumon the principal
amountof the Loan not sowithdrawnfrom time to time.

Section2.04. The Borrower shallpay interestat the rateof four andone-
fourth per cent (41/4%) per annum on the principal amount of the Loan so
withdrawn andoutstandingfrom time to time.

Section2.05. Exceptas the Borrower andthe Bank shallotherwiseagree,
the chargepayable for specialcommitmentsenteredinto by the Bank at the
request of the Borrower pursuantto Section 4.02 of the Loan Regulations
shall be at the rate of one-half of oneper cent (1/2 of 1%) per annumon the
principalamountof any suchspecialcommitmentsoutstandingfrom timetotime.

Section2.06. Interestand other chargesshall be payablesemi-annually
on May 1 and November 1 in each year.

Section2.07. The Borrower shall repay the principal of the Loan in
accordancewith the amortization scheduleset forth in Schedule11 to this
Agreement.

1 Seep. 140 of this volume.
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Article III

USE OF PROCEEDSOF THE LoAN

Section3.01. The Borrower shall causethe proceedsof the Loan to be
applied exclusively to financing the cost of goods requiredto carry out the
Projectdescribedin Schedule21 to this Agreement. The specific goodsto be
financedout of the proceedsof the Loan shall be determinedby agreement
betweenthe Borrower and the Bank, subjectto modification by further agree-
ment betweenthem.

Section 3.02. The Borrower shall cause all goods financed out of the
proceedsof theLoan to be usedin theterritoriesof the Borrower exclusivelyin
the carrying out of the Project.

Article IV

BONDS

Section4.01. The Borrower shallexecuteanddeliver Bondsrepresenting
the principal amount of the Loan as providedin the Loan Regulations.

Section4.02. The Ministro de Hacienday Tesoro (Minister of Finance
and the Treasury) and the Contralor General (Comptroller General) of the
Borrower actingjointly andsuchpersonor personsas theyshalljointly appoint
in wricing are designatedasauthorizedrepresentativesof the Borrower for the
purposesof Section6.12of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall causethe Projectto be carriedout
with duediligenceandefficiencyandin conformity with soundengineeringand
financial practices.

(b) The Borrower shall causeto be furnishedto the Bank, promptly upon
their preparation,the plansand specificationsfor theProjectandany material
modificationssubsequentlymadetherein.

(c) The Borrower shallmaintainor causeto bemaintainedrecordsadequate
to identify thegoodsfinancedoutof the proceedsof the Loan, to disclosetheuse
thereofin the Project,andto recordthe progressof the Project (including the
cost thereof) and to reflect in accordancewith consistentlymaintainedsound
accountingpracticesthefinancialconditionandoperationsof CAM with respect
to the Project;shall enablethe Bank’s representativesto inspecttheProject,the

1 See p. 142 of this volume.
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goodsandany relevantrecordsand documents;and shall furnish to the Bank
all such information as the Bank shall reasonablyrequestconcerningthe ex-
penditureof the proceedsof the Loan, the Project,the goods,andthe financial
condition andoperationsof CAM with respectto the Project.

Section 5.02. (a) The Borrower and the Bank shall cooperatefully to
assurethat the purposesof the Loan will be accomplished. To that end,each
of them shall furnish to the other all such information as it shall reasonably
requestwith regard to the general statusof the Loan. On the part of the
Borrower,suchinformation shallincludeinformationwith respectto financialand
economic conditions in the territories of the Borrower and the international
balanceof paymentsposition of the Borrower.

(b) The Borrower and the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelatingto the purposesof
the Loan and the maintenanceof the service thereof. The Borrower shall
promptlyinform theBank of any conditionwhich interfereswith, or threatensto
interferewith, the accomplishmentof the purposesof the Loan or the mainten-
anceof the service thereof.

(c) The Borrower shall afford all reasonableopportunity for accredited
representativesof the Bankto visit any partof the territoriesof the Borrower for
purposesrelatedto the Loan.

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 hereaftercreatedon governmentalassets. To that end, the Borrower
undertakesthat, exceptas the Bank shall otherwiseagree, if any lien shall be
createdon any assetsof the Borrower as security for any externaldebt, such
lien will ipso facto equally and ratably securethe paymentof the principalof,
and interestand other chargeson, the Loan and the Bonds, and that in the
creationof any suchlien expressprovisionwill be madeto that effect; provided,
however,that the foregoingprovisionsof this Sectionshallnot applyto: (i) any
lien createdon property, at the time of purchasethereof,solely as securityfor
the paymentof the purchasepriceof suchproperty; (ii) any lien on commercial
goodsto securea debtmaturingnot morethanoneyearafterthedateon which
it is originally incurred an to be paid out of the proceedsof saleof such com-
mercialgoods;(iii) any lien arisingin the ordinarycourseof bankingtransactions
andsecuringa debt maturingnot morethan oneyearafter its date.

The term “assetsof the Borrower” asusedin this Section includesassets
of the Borrower or of any of its political subdivisionsor of any Agency.
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Section 5.04. The principal of, and interest and other chargeson, the
Loan andthe 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 provisions of this Section shall not
apply to taxationof, or feesupon,paymentsunderany Bondto aholderthereof
otherthan the Bank when such Bond is beneficially owned by an individual or
corporateresidentof the Borrower.

Section5.05. The Loan Agreementandthe Bondsshallbe free from any
taxesor fees that shallbe imposedunder the laws of the Borrower or laws in
effect in its territorieson or in connectionwith the execution,issue,deliveryor
registrationthereofand the Borrower shall pay all suchtaxesandfees, if any,
imposedunderthe laws of thecountry or countriesin whosecurrencythe Loan
and the Bonds are payableor laws in effect in the territoriesof such country
or countries.

Section 5.06. The principal of, and interestand other chargeson, the
Loan andthe Bondsshallbe paid free from all restrictionsimposedunderthe
laws of the Borrower or laws in effect in its territories.

Section5.07. The Borrower shall satisfy the Bankthat adequatearrange-
mentshavebeen madeto insure the goodsfinancedwith the proceedsof the
Loan againstrisks incidentto their purchaseandimportationinto theterritories
of the Borrower.

Section5.08. (a) The Borrower shall causeall its machineryandequip-
ment for highway maintenanceand constructionto be adequatelymaintained
and repaired,and shall causesuitableworkshopsto be maintainedin suitable
placesfor that purpose.

(b) The Borrower shallcausethe highwaysreconstructedwith theproceeds
of the Loan to be adequatelymaintainedand shall causeall necessaryrepairs
thereofto be made,all in accordancewith soundengineeringpractices.

Section5.09. The Borrower shall retainconsultants,mutually satisfactory
to the Borrower and the Bank, who will serve as executivesin the Highway
Departmentof CAM in suchpositionsandfor suchperiodsas the Bank shall
require.

Section 5.10. Except as the Bank shall otherwiseagree, the Borrower
shall causethe Highway Departmentof CAM to adopt and carry out such
operatingproceduresandsuchpolicies for the recruitmentand dismissalof its
staff, necessaryfor the efficient carrying out of the Project,as the consultants
shall recommend.
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Section 5.11. Except as the Bank shall otherwiseagree, the Borrower
shall not undertakeor executeor permit to be undertakenor executedany
major project for the constructionof new highwaysor the reconstructionof
existing highways other than the Project and the Inter-American Highway
unlessprior to thetime suchprojectisundertakenorexecutedthe Borrowershall
havesatisfiedthe Bankthat it hason hand,or hasmadesatisfactoryarrangements
to secure,the necessaryfundsto carry out suchproject. For purposesof this
Section,a major projectshallbe deemedto be onethe estimatedcost of which
is morethan 25,000Balboasor the equivalentthereof in othercurrencies.

Article VI
REMEDIES OF THE BANK

Section 6.01. (i) If any eventspecified in paragraph(a) or paragraph(b)
of Section 5.02 of the Loan Regulationsshall occur and shall continuefor a
period of thirty days, or (ii) if any eventspecified in paragraph(c) of Section
5.02 of the Loan Regulationsshall occur andshall continue for a period of
sixty daysafternoticethereofshallhavebeengivenby theBankto 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 out-
standingto be due and payableimmediately, and upon any such declaration
such principal shall becomedue and payable immediately, anything in this
Agreementor in the Bondsto the contrary notwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01. The following is specified as an additional matter, within
the meaningof Section 9.02 (c) of the Loan Regulations,to be includedin the
opinion or opinions to be furnishedto the Bank: That the Agreementdated
June 15, 1955 betweenthe Borrower and the Banco Nacional de Panama,
providing for advancesto the Borrower to meet expendituresof the Project
payablein Balboas,hasbeenduly executedand constitutesa valid andbinding
obligation of the Borrower and the Banco Nacional de Panamain accordance
with its terms.

Section7.02. A date60 days after the dateof this Agreementis hereby
specified for the purposesof Section 9.04 of the Loan Regulations.

Article VIII
MISCELLANEOUS

Section8.01. The Closing Dateshall be March 31, 1959.
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Section 8.02. The following addressesare specified for the purposesof
Section8.01 of the Loan Regulations:

For the Borrower: Comisiónde Caminos,Aeropuertosy Muelles, Minis-
terio de ObrasPñblicas,Panama,Repñblicade Panama.

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

Section 8.03. The Ministro de Hacienday Tesoro (Minister of Finance
andthe Treasury)or the Chairmanof the Comisiónde Caminos,Aeropuertos
y Muelles of the Borrower is designatedfor thepurposesof Section8.03of the
Loan Regulations.

IN WITNESS WHEREOF, thepartieshereto,actingthroughtheir representatives
thereuntoduly authorized,have causedthis Loan Agreementto be signed in
their respectivenamesanddeliveredin the District of Columbia,United States
of America, as of the day and year first abovewritten.

Republicof Panama
By R. M. HEURTEMATTE

Authorized Representative

International Bank for Reconstruction and Development
By W. A. B. ILIFF

Assistantto the President

SCHEDULE 1

AMORTIZATION SCHEDULE

Principal Principal
Amount Amount

Outstanding Outstanding
Payment of After Each Paymentof After Each
Principal Payment Principal Payment

Date (expressed (expressed Date çexpressed (expressed
PaymentDue in ~ in dollars) * PaymentDue in dollars) * in dollars)*

Nov. 1, 1958 . . — $5,900,000 Nov. 1, 1961 . . $700,000 $1,800,000
May 1, 1959 . . . $400,000 5,500,000 May 1, 1962 . . . 600,000 1,200,000
Nov. 1, 1959 . . 500,000 5,000,000 Nov. 1, 1962 . . 500,000 700,000
May 1, 1960 . . . 800,000 4,200,000 May 1, 1963 . . . 300,000 400,000
Nov. 1, 1960 . . 900,000 3,300,000 Nov. 1, 1963 . . 200,000 200,000
May 1, 1961 . . . 800,000 2,500,000 May 1, 1964 . . . 200,000 —

* To the extent that any part of the Loan is repayablein a currencyother than dollars(see
Loan Regulations,Section3.02), the figures in thesecolumns representdollar equivalentsdeter-
mined as for purposesof withdrawal.
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiumspayableon repaymentin
advanceof maturityof anypartof the principalamountof theLoan pursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof any Bond prior to its maturity
pursuantto Section 6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premium

Not morethan 1 yearbefore maturity ~ %
More than 1 yearbut not morethan 3 yearsbeforematurity 3f~%
More than 3 yearsbut not more than 5 yearsbefore maturity 1 %
More than 5 yearsbut not more than 7 yearsbefore maturity I 1/2%

More than 7 yearsbefore maturity 2%

SCHEDULE 2

DESCRIPTION OF THE PROJECT

The Project consistsof a four-yearprogramfor the rehabilitationof the highway
systemof theBorrower,all as setforthin the documentof CAM entitled :“ A Four-Year
Program for Administrative Reorganization,PersonnelTraining, Rehabilitation and
Maintenanceof Public Highways,” datedApril 1955. The Project, which is to be
carried out by CAM, includestheorganizationof theHighway Departmentof CAM,
the training of personnelandthereconstructionof highways.

I. Organ&iation of HighwayDepartment

TheHighwayDepartmentof CAM will beso organizedasto be capableof efficiently
carryingout thepermanentmaintenanceand the constructionof public highwaysand
roadsin the territoriesof theBorrower andshall consistof an Administration Section,
an EngineeringSectionandan Operationsand ConstructionSectiontogetherwith ap-
propriate subsections.

II. Training of Personnel

Personnelwill be selectedand trained to fill the administrativeand supervisory
positionscreatedin thenewly organizedHighway Department,including the positions
held by consultants. A programwill alsobecarriedout for thetraining of skilled labor
at all levels in thepropermethodsof maintenanceandconstructionof highways,and
in theoperation,servicingandrepair of equipment.

III. ReconstructionofHighways

Approximately 650 kilometersof primary roadsand 380 kilometersof secondary
roads will be reconstructed.

The reconstructionincludesthe restorationof base, pavementand surface; the
widening andbuilding up of shoulders;the strengthening,wideningandreconditioning
of bridges; the replacement,repairand cleaning of culverts and ditches. The roads
will be widened andgiven limited realignmentto provide greatersafety.
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SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS

For the purposesof this Agreementthe provisionsof Loan RegulationsNo. 3 of

the Bank, datedFebruary15, 1955, shall be deemedto be modified as follows:

(a) The secondsentenceof Section4.01 shall be deemedto readas follows

“Except as shall be otherwiseagreedbetweentheBank andtheBorrower, no
withdrawalsshall be madeon accountof (a) expendituresprior to the Effective
Date or (b) expendituresin Balboasor (c) goods acquiredfrom sourceswithin
the Borrower’s territories.”

(b) Paragraph13 of Section 10.01 shall be deemedto read as follows:
“The term ‘externaldebt’ meansany debtpayablein any mediumotherthan

Balboas,whethersuchdebt is payableabsolutelyor at theoption of the creditor in
suchothermedium.”

(c) The following newParagraph20 of Section 10.01 shall be deemedto be inserted:

“The term ‘Balboas’ meansBalboasin the currencyof the Borrower.”

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 FEBRUARY 1955

REGULATIONS APPLICABLE TO LOANS M~E BY THE BANK TO MEMBER GOVERNMENTS.

[Not publishedherein. SeeUnited Nations,Treaty Series, Vol. 211, No. 2852.1
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