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No. 3165. LOAN AGREEMENT1 (HIGHWAY PROJECT)
BETWEEN THE REPUBLIC OF GUATEMALA AND THE
INTERNATIONAL BANK FOR RECONSTRUCTION AND
DEVELOPMENT. SIGNED AT WASHINGTON, ON 29
JULY 1955

AGREEMENT, datedJuly 29, 1955,betweenTHE REPUBLIC OF GUATEMALA

(hereinaftercalled theBorrower) and INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT (hereinaftercalled the Bank).

Article I

LOAN REGULATIONS

Section1.01. The partiesto this Loan Agreementacceptall the provisions
of Loan RegulationsNo. 3 of the Bank dated February 15, 1955~ (said Loan
RegulationsNo. 3 being hereinaftercalled the Loan Regulations),with the same
force 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
conditionsin this Agreementset forth or referredto, an amountin various curren-
cies equivalentto eighteenmiffion two hundredthousanddollars ($18,200,000).

Section 2.02. The Bank shall open a Loan Account on its books in the
nameof the Borrower andshall credit to suchAccount the amount of the Loan.
The amount of the Loan may be withdrawn from the Loan Accountas provided
in, andsubjectto the rights of cancellationand suspensionset forth in, the Loan
Regulations.

Section 2.03. The Borrower shall pay to the Bank a commitment charge
at the rateof three-fourthsof onepercent (3/4 of 1 %) perannumon the principal
amount of the Loan not so withdrawn from time to time.

Section2.04. The Borrowershall pay interest at the rate of four and five-
eighthspercent (4 6/~%) perannumon the principal amountof the Loan so with-
drawn and outstandingfrom time to time.

1 Cameinto force on 3 November1955 uponnotification by theDank to theGovernmentof
theRepublicof Guatemala.

2 Seep. 182 of this volume.
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Section 2.05. Except as the Borrower and the Bank shall otherwiseagree,
the chargepayable for special commitmentsenteredinto by the Bank at the
requestof the Borrower pursuantto Section 4.02 of the Loan Regulationsshall
be at the rate of one-halfof one percent (~~2of I %) perannumon the principal
amount of any such special commitmentsoutstandingfrom time to time.

Section2.06. Interest and other charges shall be payable semi-annually
on February 1 and August 1 in each year.

Section 2.07. The Borrowershall repaythe principal of the Loan in accord-
ance with the amortizationscheduleset forth in Schedule1 to this Agreement.

Article III

USE OF PROCEEDSOF THE LOAN

Section3.01. The Borrower shall causethe proceedsof the Loan to be
appliedexclusively to financingthe cost of goodsrequiredto carry out the Project
describedin Schedule22 to this Agreement. The specific goodsto be financed
out of the proceedsof the Loan shall be determinedby agreementbetweenthe
Borrower and the Bank, subject to modification by further agreementbetween
them.

Section3.02. Except as the Borrower and the Bank shall otherwiseagree,
the Borrowershall causeall goodsfinancedout of the proceedsof the Loan to be
used in the territories of the Borrower exclusively in the carrying out of the
Project.

Section3.03. Except as the Borrower and the Bank shall otherwiseagree
(i) all contractsenteredinto by the Borrowerfor the constructionof the highways
includedin the Projector for the purchaseof equipmentandmaterialsto be used
in carryingout the Projectshallbe awardedon the basisof internationalcompeti-
tive bidding andsuchcontractsshall be in form andsubstancesatisfactoryto the
Bank; and (ii) any subcontractthe amount of which is the equivalentof 100,000
quetzalesor more shall also be in form and substancesatisfactoryto 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.

1 Seep. 180 of this volume.

I Seep. 180 of this volume.
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Section 4.02. The Ministro de Hacienday Crédito P2~blicoof the Borrower
andsuchpersonor personsas he shall appoint in writing are designatedasauthor-
ized representativesof the Borrower for the purposesof Section6.12 of the Loan
Regulations.

Article V

PARTICULAR COVENANTS

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

(b) To assistit in the carrying out of the Project the Borrower shall employ
competentand experiencedtechnical consultantsmutually satisfactory to the
Borrower and the Bank upon terms and conditionsmutually satisfactoryto tile
Borrower and the Bank. Contractorsmutually satisfactory to the Borrower
andthe Bank shall, exceptas theBank shallotherwiseagree,be employedby the
Borrower to constructthe highways included in the Project.

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

(d) The Borrowershallmaintain or causeto be maintainedrecordsadequate
to identify the goods financed out of the proceedsof the Loan, to disclose the
usethereofin the Project,andto recordthe progressof the Project (including the
cost thereof) and to reflect in accordancewith consistently maintainedsound
accountingpractices the financial condition and operationsof the agency or
agenciesof the Borrowerresponsiblefor the constructionor operationof the Project
or anypart thereof; shall enabletheBank’s representativesto inspectthe Project,
the goodsandany relevantrecordsanddocuments;andshall furnishto theBank
all suchinformation as the Bank shallreasonablyrequestconcerningthe expendi-
ture of the proceedsof the Loan, the Project, and the goods, and the financial
condition and operationsof the agency or agenciesof the Borrower responsible
for the constructionor operationof the Project or any part thereof.

Section 5.02. (a) The Borrowerandthe 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
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 international balanceof
paymentsposition of the Borrower.

(b) The Borrower and the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelatingto tile purposesof

No. 3165
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the Loanandthemaintenanceof theservicethereof. TheBorrowershall promptly
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 territories of the Borrower
for purposesrelated to the Loan.

Section 5.03. It is the mutual intentionof the Borrower and the Bank that
no otherexternaldebtshall enjoy anypriority over the Loan by way of a lien on
governmentalassets. To that end, the Borrower undertakesthat, exceptas the
Bank shallotherwiseagree,if anylien shallbe createdon anyassetsof the Borrower
as security for any external debt, such lien will ipso facto equally and ratably
securethe paymentof the principal of, andinterestandotherchargeson, the Loan
andthe Bonds, andthat in the creationof any such lien expressprovision will
be made to that effect ; provided, however, that the foregoingprovisionsof this
Sectionshall not apply to : (i) anylien createdon property,at the timeof purchase
thereof,solelyassecurityfor the paymentof the purchasepriceof suchproperty;
(ii) any lien on commercial goodsto securea debt maturingnot more than one
year after the dateon which it is originally incurred and to be paid out of the
proceedsof saleof suchcommercialgoods;or (iii) anylien arising in the ordinary
courseof bankingtransactionsand securinga debt maturing not more than one
year after its date.

The term “assetsof the Borrower” as used in this Section includes assets
of the Borrower or of any of its political subdivisionsor of any agency of the
Borrower or of any such political subdivision, including assetsof the Banco de
Guatemala.

Section 5.04. The principal of, and interestand other chargeson, the Loan
and the Bondsshallbe paid without deductionfor, and free from, any taxesor
feesimposedunderthe laws of the Borrower or laws in effect in its territories
provided, however,that the provisionsof this Sectionshall not apply to taxation
of, or feesupon,paymentsunderany Bondto aholder thereofotherthanthe Bank
when such Bond is beneficially ownedby an individual or corporateresidentof
the Borrower.

Section 5.05. (a) The Loan Agreement and the Bonds shall be free from
any taxesor feesthat shallbe imposedunder the laws of the Borroweror laws
in effect in its territorieson or in connectionwith the execution, issue,delivery
or registration thereof.

(b) The Borrowershall remit to the Bank, at the Bank’s request,funds suffi-
cient for the Bank to pay all taxesor fees, if any, imposedunder the laws of the
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country or countries in whose currency the Loan and the Bonds are payable
or laws in effect in the territoriesof suchcountry or countries,on or in connection
with the execution,issue,delivery or registrationof the Loan Agreementand the
Bonds.

Section 5.06. The principal of, and interestand otherchargeson, the Loan
and theBonds shallbe paid free from all restrictionsimposedunderthe laws of
the Borrower or laws in effect in its territories.

Section 5.07. The Borrower shall satisfy the Bank that adequatearrange-
mentshavebeen madeto insure the goods financed with the proceedsof the
Loan againstrisks incident to their purchaseand importationinto the territories
of the Borrower.

Section5.08. (a) The Borrower shall cause all highways in its highway
systemto be adequatelymaintainedand shall causeall necessaryrepairsthereof
to be made, all in accordancewith soundengineeringpractices.

(b) The Borrower shall causeall its machineryand equipmentfor highway
construction and maintenanceto be adequatelymaintainedand repaired, and
shallcausesuitableworkshopsto be maintainedin suitableplacesfor that purpose.

Section 5.09. As the Project and the Inter-AmericanHighway havebeen
assignedthehighestpriority in the highwayconstructionprogramof theBorrower,
the Borrower shall not, except as the Borrower and the Bank shall otherwise
agree,undertakeor permit to be undertaken,until the Project shall havebeen
carriedout, the constructionof new highways (other than the Project and the
Inter-AmericanHighway) the aggregatecost of which during any one fiscal year
of theBorrowershallbemorethan 1,000,000quetzalesor equivalent. Forpurposes
of this Section, a new highway shall be deemedto be one the constructionwork
of which shall not havebeenstartedon August 1, 1955.

Section 5.10. The Borroweragreesto take such stepsas shall be necessary
to provide promptly, as and when requiredto avoid delays in carrying out the
Project in accordancewith this Agreement,such funds as shall be necessaryfor
that purpose.

Article VI

REMEDIES OF THE BANK

Section60.1. (i) If any eventspecified in paragraph(a) or paragraph(b)
of Section5.02 of the Loan Regulationsshall occur andshall continuefor a period
of thirty days,or (ii) if anyeventspecifiedin paragraph(c) of Section 5.02 of the
Loan Regulationsshall occur and shall continuefor a periodof sixty days after
notice thereof shallhavebeengiven by the Bank to the Borrower, then at any
subsequenttime during the continuancethereof, the Bank, at its option, may
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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 andpayableimmediately,anythingin this Agreementor in the
Bonds to the contrary notwithstanding.

Article VII

MISCELLANEOUS

Section 7.01. The Closing Date shall be December31, 1958.

Section 7.02. The following addressesare specified for the purposes of

Section 8.01 of the Loan Regulations

For the Borrower

Ministro de Hacienday Crédito Püblico
PalacioNacional
GuatemalaCity
Guatemala

For the Bank

International Bank for Reconstructionand Development
1818 H Street, N.W.
Washington25, D.C.
United Statesof America

Section 7.03. A dateninety days after the dateof this Agreementis hereby
specified for the purposesof Section 9.04 of the Loan Regulations.

Section 7.04. The Ministro de Hacienday Crédito Pr~blicoof the Borrower
is designatedfor the purposesof Section 8.03 of the Loan Regulations.

IN WITNESSWHEREOF, the partieshereto,actingthroughtheir representatives
thereunto duly authorized,have causedthis Loan Agreement to be signed in
their respectivenamesand delivered in the District of Columbia, United States
of America, as of the day and year first abovewritten.

Republic of Guatemala
By J. Luis CRUZ S.

Authorized Representative

International Bank for Reconstructionand Development
By EugeneR. BLACK

President

No. 3165
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SCHEDULE 1

AMORTIZATION SCHEDULE

(a) The completion of a highway of about 300 km between GuatemalaCity and
Puerto Barrios, with a 5 km branchto Santo Tomds. The highway will be constructed
as a two-lane, all-weater highway with asphaltic concrete paving and the necessary
structures. A bridge acrossthe Motagua River to connectwith the side road to Zacapa
will be constructed.

(b) The construction of a highway of about 75 km between Coatepequeand the
Mexican border, and a highway of about 60 km betweenTaxisco and the Salvadorean
border. Both highways will be constructed as two-lane, all-weather highways with
asphaltic concrete paving and the necessarystructures.

Principal Amount
Paymentof Outstanding
Principal After Each Pay-

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

Principal A mount
Paymentof Outstanding
Principal After Each Pay-

(expressedin inent (expressed
Date PaymentDue dollars)” in dollars)*

August 1, 1958 . . ~— $18,200,000 February1, 1965 . $758,030 $9,582,000
February1, 1959 . $576,000 17,624,000 August 1, 1965 . . 775,000 8,807,000
August 1, 1959 . . 589,000 17,035,000 February1, 1966 . 793,000 8,014,000
February1, 1960 . 603,000 16,432,000 August 1, 1966 . . 811,000 7,203,000
August 1, 1960 . . 617,000 15,815.000 February1, 1967 . 830,000 6,373,000
February1, 1961 . 631,000 15,184,000 August 1, 1967 . . 849,000 5,524,000
August 1, 1961 . . 646,000 14,538,000 February1, 1968 . 869,000 4,655,000
February1, 1962 . 660,000 13,878,000 August 1, 1968 . . 889,000 3,766,000
August 1, 1962 . . 676,000 13,202,000 February1, 1969 . 910,000 2,856,000
February1, 1963 . 691,000 12,511,000 August 1, 1969 . . 930,000 1,926,000
August 1, 1963 . . 707,000 11,804,000 February1, 1970 . 952,000 974,000
February1, 1964 . 724,000 11,080,000 August 1, 1970 . . 974,000
August 1, 1964 . . 740,000 10,340,000

* To the extent that any part of the Loan is repayablein a currencyotherthan dollars (see
Loan Regulations,Section3.02), the figures in thesecolumnsrepresentdollar equivalentsdeter-
mined as for purposesof withdrawal.

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiums payable on repayment in
advanceof maturity of any part of the principal amountof the Loan pursuantto Section
2.05 (b) of the Loan Regulationsor on theredemption of any Bond prior to its maturity
pursuant to Section 6.16 of the Loan Regulations

Time of Prepaymentor Redemption Premium

Not more than 5 yearsbefore maturity ‘/~of 1 %
More than 5 years but not more than 10 years before maturity . . . . 1 %
More than 10 yearsbefore maturity 2 %

SCHEDULE 2

DEscRIPTIoN OF THE PROJECT

The projectconsistsof
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(c) Theexecutionof a three-yearprogramfor improvementof theexistinghighways
of the Borrower. The programincludesthe reorganizationof the MaintenanceDivision
of the Highway Department of the Borrower, in order to provide an establishment
capableof effectively maintainingthe entire highway systemof the Borrower, having
the necessarycentral and regional workshops,and the necessaryroad maintenance
equipment. The programalso includesthe training abroadof personnelof the Depart-
ment.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 FEBRUARY 1955

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO MEMBER GOVERNMENTS

[Not publishedherein. See United Nations, Treaty Series, Vol. 211]
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