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No. 3189. LOAN AGREEMENT1 (HIGHWAY MAINTE-
NANCEPROJECT) BETWEEN THE REPUBLIC OF HON-
DURAS AND THE INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT. SIGNED
AT WASHINGTON, ON 22 DECEMBER 1955

AGREEMENT,datedDecember22, 1955,betweenREPUBLIC OF HONDURAS
(hereinaftercalledtheBorrower)andINTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT (hereinaftercalled the Bank).

Article I

LOAN REGULATIONS

Section1.01. The partiesto this LoanAgreementacceptall theprovisions
of Loan RegulationsNo. 3 of the Bank datedFebruary 15, 19552 (said Loan
RegulationsNo. 3 being hereinaftercalledthe Loan Regulations),with the same
forceandeffect as if they were fully set forth herein.

Article II

THE LOAN

Section2.01. The Bank agreesto lend to the Borrower,on the termsand
conditions in this Agreementset forth or referredto, an amount in various
currenciesequivalentto four million two hundredthousanddollars($4,200,000).

Section2.02. The Bank shall open a Loan Accounton its booksin the
nameof the Borrower andshall credit to suchAccountthe amountof the Loan.
The amountof theLoan maybewithdrawnfrom the Loan Accountasprovided
in, andsubjectto the rights of cancellationandsuspensionset forth in, the Loan
Regulations.

Notwithstandingany other provision of this Agreement,unlessthe Bank
shall otherwiseagree,the Borrower shall not be entitled to make withdrawals
from the Loan Accountin respectof goodsuntil the consultantsemployedby
the Borrower pursuantto Section 5.01 (b) shall haverecommendedthe useof
suchgoodsin theProject.

1 Came into force on 10 March 1956 upon notification by the Bank to the Governmentof
the Republicof Honduras.

a Seep. 276 of this volume.
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Section2.03. The Borrower shallpay to the Bank a commitmentcharge
at therateof three-fourthsof onepercent(3/4 of 1%) perannumon theprincipal
amountof the Loan not so withdrawn from timeto time.

Section 2.04. TheBorrower shallpay interestat therateof four andone-
half percent (41/~%) perannumon the principal amountof the Loan so with-
drawn andoutstandingfrom time to time.

Section 2.05. Exceptasthe Borrower andthe Bank shallotherwiseagree,
the chargepayable for specialcommitmentsenteredinto by the Bank at the
requestof the Borrower pursuantto Section4.02 of the Loan Regulationsshall
be at therateof one-halfof onepercent (1/2 of 1%)perannumon the principal
amountof any such specialcommitmentsoutstandingfrom time to time.

Section2.06. Interest and other chargesshall be payablesemi-annually
on June1 andDecember1 in eachyear.

Section2.07. The Borrower shall repay the principal of the Loan in
accordancewith the amortization scheduleset forth in Schedule1’ to this
Agreement.

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 required to carry out the
Projectdescribedin Schedule22 to this Agreement. The specific goodsto be
financedout of the proceedsof the Loan shall be determinedby agreement
betweentheBorrower andtheBank,subjectto modificationby furtheragreement
betweenthem.

Section3.02. The Borrower shall cause all goods financed out of the
proceedsof the Loan to be usedin the territoriesof the Borrower exclusively
in the carrying outof the Project.

Article IV

BONDS

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

Section 4.02. The Secretariode Economlay Haciendaand the Presidente
del Tribunal Superiorde Cuentasof the Borrower actingjointly andsuch person

1 Seep. 274 of this volume.
~Seep. 274 of this volume.
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or personsas they shall jointly appoint in writing aredesignatedasauthorized
representativesof the Borrower for the purposesof Section 6.12of the Loan
Regulations.

Article V

PARTICULAR COVENANTS

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

(b) In the carrying out of the Projectthe Borrower shallemploy competent
and experiencedtechnical consultantsmutually satisfactory to the Borrower
andthe Bank upon terms andconditionsmutually satisfactoryto the Borrower
andthe Bank.

(c) The Borrower shall causeto be furnishedto the Bank, promptlyupon
their preparation,suchplansandspecificationsfor theProject,andany material
modificationssubsequentlymadetherein, as the Bank shall reasonablyrequest.

(d) The Borrowershallmaintainor causeto bemaintainedrecordsadequate
to identify the goodsfinancedout of the proceedsof the Loan, to disclosethe
usethereofin theProject,andto recordtheprogressof the Project(includingthe
cost thereof) andto reflect in accordancewith consistentlymaintainedsound
accountingpractices the financial condition andoperationsof the agencyor
agenciesof the Borrower responsiblefor the constructionor operationof the
Project or any part thereof; shallenablethe Bank’s representativesto inspect
the Project, the goods and any relevant records and documents;and shall
furnish to the Bank all such information as the Bank shall reasonablyrequest
concerningthe expenditure,of the proceedsof the Loan, the Project, and the
goods,and the financial condition andoperationsof the agencyor agenciesof
the Borrowerresponsiblefor the constructionor operationof the Projector any
part thereof.

Section5.02. (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 regardto the general statusof the Loan. On the part of the
Borrower, such information shall include information with respectto financial
andeconomicconditionsin the territoriesof the Borrower andthe international
balanceof paymentspositionof 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 andthe maintenanceof the servicethereof. The Borrowershall
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promptly inform the Bank of any condition which interfereswith, or threatens
to interferewith, the accomplishmentof the purposesof the Loan or the main-
tenanceof the servicethereof.

(c) The Borrower shall afford all reasonableopportunity for accredited
representativesof theBank to visit any partof theterritoriesof the Borrower for
purposesrelatedto the Loan.

Section5.03. It is the mutual intention of the Borrower and the Bank
that no otherexternaldebtshall enjoy any priority over the Loan by way of a
lien on governmentalassets. To that end, the Borrower undertakesthat,
except as the Bank shall otherwiseagree, if any lien shall be createdon any
assetsof the Borrower assecurityfor any externaldebt, suchlien will ipsofacto
equallyandratablysecurethe paymentof theprincipalof, andinterestandother
chargeson, the Loan andthe Bonds, and that in the creationof any such lien
expressprovisionwill be madeto that effect, provided,however,that the fore-
goingprovisionsof this Sectionshall notapply to: (i) any lien createdon prop-
erty, at the time of purchasethereof, solely assecurity for the paymentof the
purchasepriceof suchproperty; (ii) any lien on commercialgoodsto securea
debt maturingnot more than one year after the dateon which it is originally
incurred andto be paid out of the proceedsof sale of such commercialgoods;
or (iii) anylien arisingin theordinarycourseof bankingtransactionsandsecuring
a debtmaturingnot morethanoneyearafter its date.

The term “assetsof the Borrower” asusedin this Sectionincludesassets
of the Borrower or of any of its political subdivisionsor of any agencyof the
Borrower or of any such political subdivision, including assetsof the Banco
Central de Honduras.

Section5.04. 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, unlessthe Borrower shallotherwiseagree,
theprovisionsof this Sectionshallnotapply to taxationof, or feesupon,payments
under any Bond to a holder thereof other than the Bank when such Bond is
beneficially owned by an individual or corporateresidentof the Borroweror by
a citizen of the Borrower.

Section5.05. The Loan Agreementandthe Bondsshallbe free from any
taxesor fees that shall be imposedunder the laws of the Borrower or laws in
effect in its territorieson or in connectionwith theexecution,issue,deliveryor
registrationthereofand the Borrower shallpay all suchtaxes andfees, if any,
imposedunderthe laws of the countryor countriesin whosecurrencythe Loan
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andthe Bondsarepayableor laws in effect in theterritoriesof suchcountryor
countries.

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

Section 5.07. The Borrower shall satisfy the Bank that adequatearrange-
mentshavebeenmadeto insure the goodsfinancedwith the proceedsof the
Loan againstrisksincident to their purchaseandimportationinto the territories
of the Borrower.

Section 5.08. (a) The Borrower shall causeall maintenanceequipment
and materials,and all spareparts,financedout of the proceedsof the Loan,
to be usedexclusively in the carrying out of the two-yearprogram referredto
in paragraph2 of Schedule2 to this Agreementand thereaftershall causeall
suchequipment,materialsandsparepartsto beusedexclusivelyfor thepurposes
of road maintenance.

(b) The Borrower shall causeall its machineryandequipmentfor highway
constructionand maintenanceto be adequatelymaintainedand repaired,and
shall causesuitableworkshopsto be maintainedin suitableplacesfor that pur-
pose.

Section5.09. The Borroweragreesto takesuchstepsasshallbe necessary
to provide promptly, as andwhen requiredto avoid delaysin carrying out the
Projectin accordancewith this Agreement,suchfunds asshallbe necessaryfor
that purpose.

Article VI

REMEDIES OF THE BANK

Section6.01. (i) If any eventspecifiedin paragraph(a) or paragraph(b)
of Section 5.02 of the Loan Regulationsshall occur and shall continuefor a
periodof thirty days,or (ii) if any eventspecifiedin paragraph(c) of Section5.02
of the Loan Regulationsshall occur and shall continuefor 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 and of all the Bonds then out-
standingto be due and payableimmediately, and upon any such declaration
such principal shall become due and payable immediately, anything in this
Agreementor in the Bondsto the contrary notwithstanding.
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Article VII
EFFECTIVE DATE; TERMINATION

Section 7.01. The following event is specifiedas an additional condition
to the effectivenessof this Agreementwithin the meaningof Section9.01 (a)
(ii) of the Loan Regulations:

The Loan Agreementshall have been approvedby the Consejode
Estado of the Borrower.

Section 7.02. The following is specified as an additional matter, within
the meaningof Section9.02 (c) of the Loan Regulations,to be included in the
pinion or opinions to be furnishedto the Bank:

The approvalof the Loan Agreementby the Consejode Estadoof the
Borrower hasbeenduly andvalidly given.
Section 7.03. A datesixty daysafter the dateof this Agreementis hereby

specifiedfor the purposesof Section9.04of the Loan Regulations.

Article VIII
MISCELLANEOUS

Section 8.01. The Closing Date shallbe June1, 1957.
Section 8.02. The following addressesare specified for the purposesof

Section8.01 of the Loan Regulations:
For the Borrower:

Secretariode Economiay Hacienda
Palaciode Hacienda
Tegucigalpa,D.C., Honduras

For the Bank:
InternationalBank for ReconstructionandDevelopment
1818 H Street,N.W.
Washington25, D. C., United Statesof America
Section8.03. The Secretarlode Economiay Hacienda of the Borrower

is designatedfor the purposesof Section 8.03 of the Loan Regulations.

IN WITNESSWHEREOF, the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis Loan Agreementto be signed in
their respectivenamesanddeliveredin theDistrict of Columbia, UnitedStates
of America,as of the day andyear first abovewritten.

Republic of Honduras
By Carlos IZAGUIRRE

AuthorizedRepresentative

International Bank for Reconstruction and Development
By R. L. GARNER

Vice President

No. 3189



274 United Nations — Treaty Series 1956

SCHEDULE I

AMORTIZATION SCHEDULE

Principal Principal
Amount Amount

Outstanding Outstanding
Paymentof AfterEach Paymentof After Each
Principal Payment Principal Payment

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

June1, 1957 . . . — $4,200,000 June1, 1961 . . .$279,000 $2,133,000
December1, 1957 . $239,000 3,961,000 December1, 1961 . 285,000 1,848,000
June1, 1958 . . . 244,000 3,717,000 June1, 1962 . . . 291,000 1,557,000
December1, 1958 . 249,000 3,468,000 December1, 1962 . 298,000 1,259,000
June1, 1959 . . . 255,000 3,213,000 June1, 1963 . . . 304,000 955,000
December1, 1959 . 261,000 2,952,000 December1, 1963 . 311,000 644,000
June1, 1960 . . . 267,000 2,685,000 June1, 1964 . . . 319,000 325,000
December1, 1960 . 273,000 2,412,000 December1, 1964 . 325,000 —

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specifiedas the premiumspayableon repaymentin
advanceof maturityof anypart of the principal amountof the Loan pursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof any Bondprior to its maturity
pursuantto Section6.16 of theLoan Regulations:

* To the extentthat anypart of the Loan is repayablein a currencyotherthan dollars (see
Loan Regulations,Section 3.02), the figures in thesecolumnsrepresentdollar equivalentsdeter-
mined asfor purposesof withdrawal.

Timeof Prepaymentor Redemption Premium

Not morethan2 yearsbefore maturity 3~of I %
More than2 yearsbut not morethan4 yearsbeforematurity I %
More than4 yearsbutnot morethan 6 yearsbefore maturity I ~%
More than 6 yearsbeforematurity 2%

SCHEDULE 2

DESCRIPTIONOF THE PROJECT

The Project consistsof:
1. Improvementof highwayorganizationthrough:

(a) thereorganizationandstrengtheningof theDirecciónGeneraldeCaminos,including
the training of technical and administrativepersonnel;

(b) the settingup of field maintenanceorganizationsin an appropriatenumberof zones
to be determinedby agreementbetweenthe Borrower and the Bank;

(c) the equippingof the headquartersandof the field organizationswith the necessary
facilities;

(d) the acquisitionof road maintenanceequipmentand materials, andof spareparts
both for new and for existingequipment;

(e) the traning of personnelto operate,serviceand repair the maintenanceequipment.
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2. The executionof a two-yearprogramof highwayrepairandmaintenancein the
zoneswherefield organizationsareestablished.

3. The conductof apreliminarysurveyfor the improvementandcompletionof the
NorthernHighwayfrom Comayaguato PuertoCortésandof theWesternHighway from
San PedroSula to theSalvadoreanborder.

The Secretariade Fomentoof the Borrower throughits DirecciónGeneralde Ca-
minos will be the agencyof the Borrower technically responsiblefor carrying out the
Project.

It is estimatedthatat presentpricesthe local currencycostsof executingtheProject
would amountto aminimum of 4 million lempirasannually.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 FEBRUARY 1955

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO MEMEER GOVERNMENTS.

[Not publishedherein. See United Nations, Treaty Series, Vol. 211, p. 172.]
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