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No. 4221. LOAN AGREEMENT’ (HIGHWAY MAINTE-
NANCE AND CONSTRUCTION PROJECT) BETWEEN
THE REPUBLIC OF ECUADOR AND THE INTERNA-
TIONAL BANK FOR RECONSTRUCTIONAND DEVEL-
OPMENT. SIGNED AT WASHINGTON, ON 20 SEP-
TEMBER 1957

AGREEMENT, datedSeptember20, 1957,betweenREPUBLIC OF ECUADOR

(hereinaftercalledtheBorrower)andINTERNATIONAL BANK FORRECONSTRUCTION
AND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS the Bank has agreedto maketo the Borrower a loan in various
currencies equivalent to fourteen million five hundred thousand dollars
($14,500,000)on the terms and conditionshereinafterset forth, but only on
condition that the Banco Central del Ecuador accept its obligations under
Section 5.03 of this Agreement;and

WHEREAS the Banco Central del Ecuador, in considerationof the Bank’s
entering into this Agreementwith the Borrower, has agreed to acceptsuch
obligationsof Banco Centraldel Ecuadorandto evidenceits acceptancethereof
by causingthis Agreementto be signedby its duly authorizedrepresentative;

Now THEREFOREthe partiesheretoherebyagreeas follows:

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. Thepartiesto this Loan Agreementacceptall the provisions
of Loan RegulationsNo. 3 of the Bank datedJune15, 1956,2subject,however,
to the modification thereof set forth in Schedule33 to this Agreement(said
Loan Regulations No. 3 as so modified being hereinafter called the Loan
Regulations),with the sameforce andeffectas if theywere fully set forthherein.

1 Cameinto force on 3 Januaiy 1958, upon notification by the Bank to the Governmentof
Ecuador.

~Seep. 258 of this volume.
$ Seep. 256 of this volume.
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Section1.02. Exceptwhere the context otherwiserequires,the following
termsshall havethe following meaningswhereverusedin this Agreement:

(a) The term “ First GasolineTax” shall meanthe gasolinetax created
by EmergencyDecreeLaw No. 12 of the Borrower, publishedin the Registro
Oficial number233 of June 8, 1953;

(b) The term “net proceedsof the First GasolineTax” shall mean the
larger of either of the following amounts
(i) the amount remaining from the grossproceedsof such tax accruing sub-

sequentto December31, 1957, afterdeductingsuchamountsas are required
to make paymentsof principal of, and intereston, the Dollar Obligations
of the Borrower; or

(ii) in theyear1958,54 0/0 of thegrossproceedsof suchtax, andin eachcalendar
year thereafter,64 0/0 of the grossproceedsof suchtax.

(c) The term “ Dollar Obligationsof the Borrower” shallmeanthe dollar
obligationsof the Borrower asdescribedin a separatetable agreedupon by the
Borrower andthe Bank.

Article II

THE Lo~

Section2.01. The Bank agreesto lend to the Borrower,on the terms and
conditionsin this Agreementset forth or referredto, an amount in various
currencies equivalent to fourteen million five hundred thousand dollars
($14,500,000).

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

Section2.03. The Borrower shallpay to the Bank a commitmentcharge
at therateof three-fourthsof onepercent (3/4 of 1°/s)perannumon theprincipal
amount of the Loan not so withdrawn from time to time. Notwithstanding
the provisions of Section 2.02 of the Loan Regulations, such commitment
chargeshall accruefrom a datesixty days after the dateof this Agreementto
the respectivedateson which amountsshall be withdrawn by the Borrower
from the Loan Account as provided in Article IV of the Loan Regulationsor
shall be cancelledpursuantto Article V of the Loan Regulations.

Section 2.04. The Borrower shall pay interest at the rate of five and
three-fourthsper cent (53/40/0) per annumon the principal amountof the Loan
so withdrawn and outstandingfrom time to time.
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Section2.05. Exceptas the 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 the rateof one-halfof onepercent (1/3 of l0f~)perannumon theprincipal
amount of any suchspecial commitmentsoutstandingfrom time to time.

Section2.06. Interest and other chargesshall be payable semi-annually
on March 15 and September15 in eachyear.

Section 2.07. The Borrower shall repay the principal of the Loan in
accordancewith the amortizationscheduleset forth in Schedule I’ to this
Agreement.

Article III

USE OF PROCEEDS OF 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
Project describedin Schedule22 to this Agreement. The specific goodsto be
financedout of the proceedsof the Loan and the methodsandproceduresfor
procurementof such goods shall be determinedby agreementbetween the
Borrower and the Bank, subject to modification by further agreementbetween
them.

Section 3.02. The Borrower shall cause all goods financed out of the
proceedsof the Loan to be usedin the territoriesof the Borrower exclusively
in the carrying out of the Project.

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.

Section 4.02. The Ministro del Tesoroof the Borrower andsuch personor
personsasheshallappointin writing are designatedasauthorizedrepresentatives
of the Borrower 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 carriedout
with duediligenceandefficiencyandin conformitywith soundengineeringand
financial practices. To that end, the Borrower shall employ engineering

‘Seep. 254 of this volume.
$ Seep. 256 of this volume.
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consultantsacceptableto the Bank upon terms and conditions satisfactoryto
the Bank, including terms and conditionsunder which the executionof the
Project shall be under the supervisionof such consultants.

(b) Exceptas the Bank shall otherwiseagree, all roadsincluded in part B
of the Project shallbe constructedor reconstructedby contractorssatisfactory
to the Bank employed undercontractssatisfactoryto the Bank.

(c) The generaldesign standardsand the types of pavementto be used
for theroadsincludedin part B of theProjectshallbe determinedby Agreement
betweenthe Borrower andthe Bank.

(d) The Borrower shall causeto be furnishedto the Bank, promptly upon
their preparation,the detailedprogram for part A of the Project and the work
programandplansandspecificationsfor part B of theProject,andany material
modifications subsequentlymadetherein,in suchdetail as the Bank shall from
time to time request.

(e) TheBorrower shallmaintainor causeto bemaintainedrecordsadequate
to identify the goodsfinancedout of the proceedsof the Loan, to disclosethe
use thereofin the Project,and to record the progressof the Project (including
thecost thereof)andto reflectin accordancewith consistentlymaintainedsound
accountingpracticesthe financial condition and operationsof the agencyor
agenciesof the Borrower responsiblefor the executionor operation of the
Project or any part thereof; shall enablethe Bank’s representativesto inspect
theProject,the goodsandany relevantrecordsanddocuments;andshallfurnish
to theBank all suchinformation asthe Bank shall reasonablyrequestconcerning
the expenditureof the proceedsof the Loan, the Project, andthe goods, and
the financialconditionandoperationsof the agencyor agenciesof the Borrower
responsiblefor the executionor operationof the Project or any part thereof.

(f) Without limitation or restriction upon the foregoingprovisionsof this
Section,the Borrower covenantsthat all designsand specificationsto be used
in connectionwith carrying out the Projectshallbe eitherpreparedor approved
by the engineeringconsultantsreferredto in paragraph(a) of this Section.

Section5.02. (a) The Borrower and the Bank shall co-operatefully 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 paymentsposition of the Borrower.

(b) The Borrower and the Bank shall from time to time exchangeviews
through their representativeswith regardto matters relating to the purposes
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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
maintenanceof the service thereof.

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

Section 5.03. It is the mutual intention of the Borrower and the Bank
that no externaldebtshall enjoy any priority over the Loan by way of a lien
hereaftercreatedon governmentalassets(includingany priority in the allocation
or realization of foreign exchange). To that end, the Borrower and Banco
Central del Ecuadorundertakethat, except as the Bank shallotherwiseagree,
if any lien shallbe createdon any assetsof the Borrower or of the BancoCentral
dcl Ecuador,as security for any externaldebt, suchlien will ipsofacto equally
andratablysecurethepaymentof theprincipalof, andinterestandothercharges
on, the Loan and the Bonds, andthat in the creationof any such lien express
provision will be made to that effect. Within the limits of its constitutional
powers,the Borrower will makethe foregoingundertakingeffectivewith respect
to liens on assetsof any of the Borrower’s agenciesincluding agenciesgranted
autonomy by the Constitution of Ecuador (other than Banco Central dcl
Ecuador), or any of the Borrower’s political subdivisionsor of any agency of
any such political subdivision, and to the extent that the Borrower is unable
within the limits of its constitutionalpowersto makesuchundertakingeffective,
the Borrower will give to the Bank an equivalentlien satisfactoryto the Bank.
The foregoingprovisionsof this Sectionshallnot apply to : (i) any lien created
on property, at the time of purchasethereof,solelyas securityfor the payment
of the purchaseprice of such property; (ii) any lien on commercial goodsto
securea debt maturing not more than one year after the dateon which it is
originally incurredandto be paid out of theproceedsof saleof suchcommercial
goods; (iii) any lien arising in the ordinary course of banking transactionsto
securea debt maturing not more than one year after the date on which it is
originally incurred;or (iv) any lien solelyupon revenuesor receiptsin currency
of the Borrower which is given by a political subdivision (consejoprovincial or
municipalidad) or by an agencyof a political subdivision of the Borrower under
arrangementscontaining no provisions which would result in priority in the
allocation or realizationof foreign exchange.

Section 5.04. The principal of, and interest and other chargeson, the
Loan and the Bonds shall be paid without deductionfor, and free from, any
taxesor fees imposedunderthe laws of the Borrower or laws in effect in its
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territories; provided, however, that the provisions of this Section shall not
apply to taxationof, or feesupon, paymentsunderany Bondto a holderthereof
other than the Bank when suchBond is beneficially ownedby an individual or
corporateresidentof the Borrower.

Section5.05. The Loan Agreementandthe Bondsshall befree from any
taxesor fees that shallbe imposedunderthe laws of the Borrower or laws in
effect in its territorieson or in connectionwith the execution, issue, delivery
or registrationthereofand the Borrower shall pay all such taxes and fees, if
any, imposedunderthe laws of the countryor countriesin whosecurrencythe
Loan and the Bonds are payable or laws in effect in the territories of such
countryor countries.

Section5.06. The principal of, and interest and other chargeson, the
Loan andthe Bondsshall be paid free from all restrictionsimposedunderthe
laws of the Borrower or laws in effect in its territories.

Section5.07. The Borrower shall satisfythe Bank that adequatearrange-
mentshavebeenmadeto insure the goodsfinancedout of the proceedsof the
Loan againstrisksincident to their purchaseandimportationinto the territories
of the Borrower.

Section5.08. Without limitation or restriction upon any other provision
of this Agreement:

(a) the Borrower shall at all times, by appropriationor otherwise,make
available for disbursementpromptly as they are needed,all sums which shall
be requiredfor the carrying out of the Project.

(b) the Borrower undertakesthat,exceptas the Bank shallotherwiseagree,
the net proceedsof the First Gasoline Tax shall be applied exclusively to
financingthe cost, in the currencyof the Borrower, of goodsrequired to carry
out part B of the Project.

Section5.09. The Borrower shall cause all roads in its national road
systemto be adequatelymaintainedand shall causeall necessaryrepairs thereof
to be made,all in accordancewith soundengineeringpractices.

Section 5.10. The Borrower and the Bank are agreedthat the Project
shall enjoythe highestpriority andthat,until theProjectshallhavebeencarried
out, andexceptasthe Borrowerandthe Bankshallotherwiseagree,theBorrower
shall not hereafterincur any indebtednessin foreign currencyto finance in
whole or in part any road construction,reconstructionor maintenance.
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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 continue for a
period of thirty days,or (ii) if any eventspecified in paragraph(c) of Section
5.02 of the Loan Regulationsshall occur and shall continuefor a period of
sixty daysafternoticethereofshallhavebeengiven by the Bankto theBorrower,
then at any subsequenttime during the continuancethereof,the Bank, at its
option, may declarethe principal of the Loan andof all the Bonds then out-
standingto be due and payable immediately,and upon any such declaration
such principal shall become due and payable immediately, anything in this
Agreementor in the Bondsto the contrary notwithstanding.

Article VII
EFFECTIVE DATE; TERMINATION

Section 7.01. The following eventsare specified as additional conditions
to the effectivenessof this Agreementwithin the meaning of Section 9.01 (b)
of the Loan Regulations:

(a) The Borrower shallhaveretained engineeringconsultantspursuantto
Section 5.01 (a) of this Agreement;

(b) the Borrower shall have furnishedto the Bank evidencesatisfactory
to the Bank that the undertakingsby Banco Central del Ecuadorin Section
5.03 of this Agreementcontained,are valid and binding obligations of Banco
Central del Ecuador;

(c) the Borrower shallhavefurnishedto the Bank evidencesatisfactoryto
the Bank that after the dateof this Agreementandprior to the Effective Date
Banco Central del Ecuador shall have taken no action which would have
constituteda violation of the provisionsof Section 5.03 of this Agreementhad
it beeneffective on the datesuchaction wastaken.

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

That the undertakingsby Banco Central del Ecuadorin Section 5.03 of
the Loan Agreement contained, constitute valid and binding obligations of
Banco Central del Ecuadorin accordancewith their terms.

Sections7.03. A date90 days after the date of this Agreementis hereby
specified for the purposesof Section 9.04 of the Loan Regulations.

Article VIII

MISCELLANEOUS

Section8.01. The Closing Date shall be December31, 1961.
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Section8.02. The following addressesare specified for the purposesof

Section8.01 of the Loan Regulations:

For the Borrower:
Republicof Ecuador
Ministerio de ObrasPüblicasy Comunicaciones
Calle Chile No. 1267
Quito, Ecuador

Alternativeaddressfor cablegramsand radiograms:

Minobras
Quito

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

Alternative addressfor cablegramsand radiograms:
Intbafrad
Washington,D. C.

Section8.03. The Ministro del Tesoroof the Borrower is designatedfor
the purposesof Section8.03 of the Loan Regulations.

IN WITNESS WHEREOF, the Borrower and the Bank, acting through their
representativesthereuntoduly authorized,havecausedthis Loan Agreement
to be signedin their respectivenamesanddeliveredin the District of Columbia,
UnitedStatesof America,asof the dayandyearfirst aboveWritten, andBanco
Central del Ecuador, acting through its duly authorizedrepresentative,has
evidencedits acceptanceof its obligationsunderSection5.03of this Agreement.

Republicof Ecuador:
By José R. CHIRIBOGA V.
Authorizedrepresentative

InternationalBank for ReconstructionandDevelopment:
By EugeneR. BLACK

President

BancoCentraldel Ecuador:
By José R. CHIRIBOGA V.
Authorizedrepresentative
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SCHEDULE 1

AMORTIZATION SCHEDULE

DatePaymentDue

March 15, 1962
Sept. 15, 1962
March 15, 1963
Sept. 15, 1963
March 15, 1964
Sept. 15. 1964
March 15, 1965
Sept. 15, 1965
March 15, 1966
Sept. 15, 1966
March 15, 1967
Sept. 15, 1967
March 15, 1968
Sept. 15, 1968
March 15, 1969
Sept. 15, 1969

Payment
of Principal
(expressed

in dollars) *

$282,000
290,000
299,000
307,000
316,000
325,000
334,000
344,000
354,000
364,000
375,000
385,000
397,000
408,000
420,000
432,000

Date Payment Due

March15, 1970
Sept. 15, 1970
March15, 1971
Sept. 15, 1971
March15, 1972
Sept. 15, 1972
March 15, 1973
Sept. 15, 1973
March 15, 1974
Sept. 15, 1974
March15, 1975
Sept. 15, 1975
March 15, 1976
Sept. 15, 1976
March 15, 1977
Sept. 15, 1977

Payment
of Principal

(expressed
in dollars)~

$444,000
457,000
470,000
484,000
498,000
512,000
527,000
542,000
557,000
573,000
590,000
607,000
624,000
642,000
661,000
680,000

PREMIUMS ON PREPAYMENT AND REDEMPTION

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

TimeofPr~paym~ntor Redemption

Not more thanthreeyearsbeforematurity
More thanthreeyearsbut not morethan six yearsbefore maturity
More than six yearsbutnot more thanelevenyearsbeforematurity
More thanelevenyearsbut not morethan sixteenyearsbeforematurity
More thansixteenyearsbut not morethaneighteenyearsbeforematurity
More thaneighteenyearsbeforematurity

‘To the extent that any part of the Loan is repayablein a currency other than dollars(see
Loan Regulations,Section3.92),thefigures in this columnrepresentdollar equivalentsdetermined
u for purposesof withdrawal.

Premium

134%
234%
334%
4’/4%
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SCHEDULE 2

DESCRIPTION OF THE PROJECT

The Project consistsof:

A. RoadMaintenance
The executionof a 4-year programfor the maintenanceof the highways of the

Borrower which will be carriedout by the Ministry of Public Works of the Borrower.
The program includes: (i) the reorganizationand strengtheningof the national road
maintenanceorganizationof the Borrower; (ii) the studyandrevision of the technical,
administrativeand accountingmethodsand proceduresof such organization;(iii) the
acquisition,reconditioning,operationandmaintenanceof roadmaintenanceequipment;
(iv) the establishmentof work shops,warehousesandotherfacilities for the repairand
maintenanceof suchequipment;and (v) the training of personnelin the planningand
supervisionof maintenanceoperations,in the operation,servicingand repair of road
maintenanceequipment,andin theadministrationof accountingandcostcontrolsystems.

B. RoadConstruction

(1) The completionof constructionof a pavedall-weatherroadof approximately
35 kilometers in length from Quito to Aloag, the constructionof a pavedall-weather
roadof approximately200kilometersfromAloag viaSantoDomingoto Quevedo,and the
completion of reconstructionto pavedall-weathercondition of the roadof about 80
kilometers in length from Duran to Cochancay. It is expectedthat this part of the
Projectwill be completedby September15, 1960.

(2) The constructionof a pavedall-weatherroadof approximately48 kilometers
in lengthfrom Chone,via San Antonio, to Bahla de Caraquez.

(3) The constructionof a pavedall-weatherroadof approximately164 kilometers
in length from Chone to Santo Domingo. The constructionof this roadwill not begin
unlessand until the Bank is satisfiedthat (i) satisfactory and substantialprogresshas
beenmadetoward the carryingout of part A and paragraph(1) of this part B of the
Projectand (ii) that the carryingoutasscheduledof part A andof paragraph(1) of this
part B of the Projectwill nottherebybejeopardized.

SCHEDULE 3

MODIFICATION OF LOAN REGULATIONS No. 3

For the purposesof this Agreementthe provisionsof Loan RegulationsNo. 3 of
the Bank, datedJune15, 1956, shall be deemedto be modified asfollows:

By the deletionof paragraph(c) of Section 5.02 and the substitutionthereforof a
new paragraph(c) as follows:

“A defaultshall have occurredin the performanceof any other covenantor
agreementon the partof the Borrower underthe LoanAgreementor the Bonds,or
on the part of Banco Central del Ecuadorunder Section5.03 of the Loan Agree-
ment.”
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 JUNE 1956

REGULATIONS APPLICABLE TO LOANs MADE BY THE BANK TO MEMBERGOVERNMENTS

[Not publishedherein. SeeUnited Nations, TreatySeries,Vol. 280, P. No. 4065.]
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