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No. 4977. LOAN AGREEMENT’ (FEEDERROAD PROGRAM
AND COMPLEMENTARY PROJECTS) BETWEEN THE
REPUBLIC OF EL SALVADOR AND THE INTERNA-
TIONAL BANK FOR RECONSTRUCTIONAND DEVEL-
OPMENT. SIGNED AT WASHINGTON, ON 7 JANUARY
1959

AGREEMENT, datedJanuary7, 1959,betweenREPUBLIC OF EL SALVADOR
(hereinaftercalledthe Borrower)and INTERNATIONAL BANK FOR RECONSTRIJCTION
AND DEVELOPMENT (hereinaftercalledtheBank).

Article I

LOAN REGULATIONS

Section1.01. The partiesto this LoanAgreementacceptall theprovisions
of LoanRegulationsNo. 3 of the BankdatedJune15, 1956,2subject,however,to
the modificationsthereofset forth in Schedule32. to this Agreement(saidLoan
RegulationsNo. 3 as somodifiedbeinghereinaftercalledthe Loan Regulations),
with the sameforce andeffect as if they werefully set forth herein.

Article II

THE Lo~

Section2.01. The Bankagreesto lend to the Borrower, on the termsand
conditionsin this Agreementset forth or referred to, an amount in various
currenciesequivalentto five million dollars ($5,000,000).

Section2.02. (a) TheBank shallopena Loan Accounton its booksin the
nameof the Borrower andshallcredit to suchAccountthe amountof the Loan.
Theamountof the Loan may bewithdrawnfrom the Loan Accountasprovided
in, andsubjectto therights of cancellationandsuspensionset forth in, the Loan
Regulations.

(b) Notwithstandingthe foregoing,no withdrawalsshallbe madefrom the
Loan Accountin respectof goodsto be usedin carrying out parts B (2) and
B (3) of theProjectuntil (I) agreementbetweenthe Republicof Guatemalaand

1 Cameinto force on 20 November1959,upon notification by the Bank to the Government
of El Salvador.

~Seep. 68 of this volume.
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the Borrower has beenreachedon the internationalaspectsof the construction
andmaintenanceof the bridgeacrossthe Rio de Paz;and (ii) the Borrowerhas
furnishedto the Bank a legal opinion or opinions satisfactoryto the Bank of
counselacceptableto the Bankshowingthat suchagreementconstitutesa valid
and binding obligation of the Republic of Guatemalaand the Borrower in
accordancewith its terms.

Section 2.03. The Borrowershallpay to theBanka commitmentchargeat
therateof three-fourthsof onepercent (3/4 of 1%) perannumon the principal
amount of the Loan not sowithdrawn from time to time. Suchcommitment
chargeshall accruefrom a datesixty daysafterthedateof this Agreementto the
respectivedateson which amountsshallbewithdrawnby the Borrowerfrom the
Loan Account as provided in Article IV of the Loan Regulationsor shall be
cancelledpursuantto Article V of the Loan Regulations.

Section2.04. The Borrowershallpay interestatthe rateof five andthree-
fourths per cent (53/4%) per annumon the principal amount of the Loan so
withdrawn andoutstandingfrom time to time.

Section2.05. Exceptas the Borrower andthe Bank shallotherwiseagree,
the chargepayable for special commitmentsenteredinto by the Bank at the
requestof the Borrowerpursuantto Section4.02 of the Loan Regulationsshall
be at the rateof one-halfof onepercent (1/2 of 1%)perannumon theprincipal
amountof any suchspecialcommitmentsoutstandingfrom time to time.

Section2.06. Interestandotherchargesshallbe payablesemi-annuallyon
April 15 andOctober15 in eachyear.

Section2.07. The Borrower shall repay the principal of the Loan in
accordancewith the amortization scheduleset forth in Schedule 1’ 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 methodsand proceduresfor
procurementof suchgoodsshallbe determinedby agreementbetweenthe Bor-
rower andthe Bank,subjectto modificationby further agreementbetweenthem.

1 Seep. 66 of this volume.

2 Seep. 68 of this volume.
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Section 3.02. Exceptasthe Borrower andthe Bank shallotherwiseagree,
the Borrowershallcauseall goodsfinancedout of theproceedsof theLoan to be
usedin the territories of the Borrower exclusively in the carrying out of the
Project.

Section3.03. Exceptas the Borrower andthe Bank shallotherwiseagree,
all contractsenteredinto by the Borrower for the constructionor reconstruction
of all the roadsor sectionsof roadsincludedin theProject shallbe awardedon
the basisof internationalcompetitivebiddingandshallbe in form andsubstance
satisfactoryto the Bank.

Article IV

BONDS

Section 4.01. The Borrower shallexecuteanddeliver Bondsrepresenting
the principal amountof the Loan asprovidedin the Loan Regulations.

Section4.02. The Ministro de Haciendaof the Borrower andsuchperson
or personsasheshall appoint in writing are designatedasauthorizedrepresenta-
tives of the Borrower for the purposesof Section6.12of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall causetheProject to be carriedout
with duediligenceandefficiencyand in conformity with soundengineeringand
financialpractices.

(b) Exceptas theBorrower andthe Bankshallotherwiseagree:(i) contrac-
torsmutually satisfactoryto the Borrowerandthe Bankshallbe employedby the
Borrowerto constructor reconstructall roadsor sectionsof roadsincludedin the
Project; and (ii) the Borrower shall, in the carrying out of the Project,retain
competentand experiencedtechnical consultantsmutually satisfactory to the
Borrower andthe Bank upon termsandconditionsmutually satisfactoryto the
Borrower andthe Bank.

(c) (i) TheBorrowershallcauseto befurnishedto theBank,promptlyupon
their preparation,theplans,specificationsandwork schedulefor the Projectand
anymaterialmodificationssubsequentlymadetherein,in suchdetail asthe Bank
shallfrom timeto time request;(ii) thegeneraldesignstandardsandthetypesof
pavement,if any, to be usedon the roadsor sectionsof roadsincluded in the
Projectshallbe determinedby agreementbetweenthe Borrower andthe Bank,
subjectto modification by furtheragreementbetweenthem.
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(d) TheBorrower shallmaintainor causeto be maintainedrecordsadequate
to identify thegoodsfinancedout of theproceedsof the Loan,to disclosethe use
thereof in theProject, andto recordthe progressof the Project (including the
cost thereof) and to reflect in accordancewith consistentlymaintainedsound
accountingpracticesthe operationsand financial condition of the agency or
agenciesof the Borrower responsiblefor the constructionor operationof the
Projector any part thereof;shallenablethe Bank’s representativesto inspectthe
Project, the goodsandany relevantrecordsanddocuments;andshall furnish to
the Bank all such information as the Bank shall reasonablyrequestconcerning
theexpenditureof the proceedsof the Loan, theProject,andthe goods,andthe
operationsand financial condition of the agencyor agenciesof the Borrower
responsiblefor the constructionor operationof the Projector any partthereof.

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, such information shall include information with respectto financial
andeconomicconditionsin the territoriesof the Borrower andthe international
balanceof paymentspositionof the Borrower.

(b) The Borrower andthe Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto the purposesof
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 servicethereof.

(c) The Borrower shall afford all reasonableopportunity for accredited
representativesof the Bankto visit anypart of theterritoriesof theBorrower for
purposesrelatedto the Loan.

Section5.03. It isthe mutualintentionof the Borrowerandthe Bankthat
no otherexternaldebthereaftercreatedshallenjoy anypriority overthe Loan by
way of a lien on governmentalassets. To that end, the Borrower undertakes
that, exceptas the Bank shallotherwiseagree,if anylien shallbe createdon any
assetsof the Borrower assecurity for any externaldebt, suchlien will ipsofacto
equally and ratably securethe paymentof the principal of, and interestand
otherchargeson, the Loan andthe Bonds, andthat in the creationof any such
lien expressprovision will be madeto that effect, provided, however,that the
foregoingprovisionsof this Section shall not apply to: (i) any lien createdon
property,at the timeof purchasethereof,solelyassecurityfor thepaymentof the
purchasepriceof suchproperty; (ii) any lien on commercialgoodsto securea
debt maturingnot more than one year after the dateon which it is originally

No. 4977



60 United Nations — Treaty Series 1959

incurredandto be paid out of theproceedsof saleof suchcommercialgoods;or
(iii) any lien arising in the ordinarycourseof bankingtransactionsandsecuring
a debtmaturingnot morethanoneyearafter its date.

Theterm “assetsof the Borrower” asusedin this Section includesassets
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
Centralde Reservade El Salvador.

Section5.04. The principal of, and interest and other chargeson, the
Loan and the Bonds shall be paid without deductionfor, and free from, any
taxesor fees imposedunder the laws of the Borrower or laws in effect in its
territories;provided, however,that the provisionsof this Sectionshallnotapply
to taxationof, or feesupon, paymentsunderany Bond to a holderthereofother
than 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 shall be imposedunderthe laws of the Borrower or laws in
effect in its territorieson or in connectionwith theexecution,issue, deliveryor
registrationthereofandthe Borrower shallpay all suchtaxesandfees, if any,
imposedunderthe laws of the countryor countriesin whosecurrencythe Loan
andthe Bondsarepayableor laws in effect in the territoriesof such countryor
countries.

Section5.06. 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 Bank that adequatear-
rangementshavebeenmadeto insurethe goodsfinancedout of the proceedsof
the Loan againstrisks incidentto their purchaseand importationinto the terri-
tories of the Borrower.

Section 5.08. TheBorrowershall at all timesmakeavailableby appropria-
tion or otherwise,for disbursementpromptlyas theyare needed,all sumswhich
shall be required for the carrying out of the Project. Without limiting the
foregoing, the Borrower shall makeprovision through adoption of an extra-
ordinary budgetpursuantto Article 125 of the Constitutionof El Salvadorfor
appropriationof an aggregateamountof not less than I 2,000,000colonesto be
usedin the carrying out of the Project. The minimum amountsto be made
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available during the calendaryears 1959 through 1962 for the executionof the
Projectareas follows:

1959 2,300,000 colones
1960 4,500,000 colones
1961 3,900,000 colones
1962 1,300,000 colones

Any sums appropriated as provided herein shall be used only for the
purposefor which theywereappropriated,andif notcompletelyexpendedin one
calendaryearshall be carriedover to the next calendaryearor yearsandshallbe
usedonly for suchpurpose.

Section 5.09. The Borrowershallcausetheroadsin its highwaysystemto
be maintainedat all timesin accordancewith soundengineeringstandards. To
this end,theBorrowershall engagesuchtechnicalpersonnelasshallbenecessary
andshallestablishandmaintainan adequatenumberof maintenancefield shops.

Article VI

REMEDIES OF THE BANK

Section 6.01. (i) If anyeventspecifiedin paragraph(a) or paragraph(b) of
Section5.02of the Loan Regulationsshalloccur andshallcontinuefor a period
of thirty days,or (ii) if anyeventspecifiedin paragraph(c) of Section5.02of the
Loan Regulationsshalloccur andshall continuefor a periodof sixty daysafter
notice thereofshall havebeengiven by the Bank to the Borrower, then at any
subsequenttime during the continuancethereof,the Bank, at its option, may
declaretheprincipal of the Loan andof all theBondsthenoutstandingto be due
and payableimmediately, and upon any suchdeclarationsuch principal shall
becomedue and payable immediately, any thing in this Agreementor in the
Bondsto thecontrarynotwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01. The following eventsare specifiedas additional conditions
to the effectivenessof this Agreementwithin the meaningof Section9.01 (a) (ii)
of the Loan Regulations:(a) any action necessaryto enablethe Borrower to
employthetechnicalconsultantsreferredto in Section5.01 (b) of this Agreement
shallhavebeentaken,andsuchconsultantsshallhavebeenemployed;and(b) an
extraordinarybudgetshallhavebeenadoptedasprovidedin Section5.08 of this
Agreement.

Section 7.02. The following arespecifiedas additionalmatters,within the
meaning of Section 9.02 (c) of the Loan Regulations,to be included in the
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opinion or opinionsto befurnishedto the Bank: (a) that all actionnecessaryto
enablethe Borrower to employ the technicalconsultantsreferredto in Section
5.01 (b) of this Agreementhasbeentaken;and(b) that all actionnecessaryfor the
adoptionof an extraordinarybudgetas provided in Section5.08 of this Agree-
ment has beenduly andvalidly taken.

Section 7.03. A date90 days after the dateof this Agreementis hereby
specified for thepurposesof Section9.04of the Loan Regulations.

Article VIII

MISCELLANEOUS

Section 8.01. The ClosingDateshallbe December31, 1962.

Section 8.02. The following addressesare specifiedfor the purposesof
Section8.01 of the Loan Regulations:

For the Borrower:
Ministro de ObrasPi~iblicas
PalacioNacional
SanSalvador,El Salvador

and
Ministro de Hacienda
PalacioNacional
San Salvador,El Salvador
Alternativeaddressesfor cablegramsandradiograms:

Ministro de ObrasPüblicas
SanSalvador

and
Ministro de Hacienda
SanSalvador

For the Bank:
InternationalBankfor Reconstructionand Development
1818 H Street,N. W.
Washington25, D. C.

Alternativeaddressfor cablegramsandradiograms:
Intbafrad
Washington,D. C.

Section 8.03. TheMinistro de Haciendaof the Borrower is designatedfor
the purposesof Section8.03 of the Loan Regulations.

No, 4977
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IN WITNESS WHEREOF,thepartieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis Loan Agreementto be signed in
their respectivenamesanddeliveredin the District of Columbia,United States
of America, as of the dayandyearfirst abovewritten.

Republic of El Salvador:

By Roberto PARKER
By Hector David CASTRO

AuthorizedRepresentatives

International Bank for Reconstructionand Development:

By W. A. B. ILIFF

Vice President

SCHEDULE 1
AMORTIZATION SCHEDULE

Date

PaymentDue

April 15, 1963
October15, 1963
April 15, 1964
October15, 1964
April 15, 1965
October15, 1965
April 15, 1966
October15, 1966
April 15, 1967
October15, 1967
April 15, 1968
October15, 1968

Payment
of Prsnapal

(expressed
in dollars)*

$156,000
161,000
165,000
170,000
175,000
180,000
185,000
191,000
196,000
202,000
208,000
214,000

Date

PaymentDue

April15, 1969
October15, 1969
April 15, 1970
October15, 1970
April 15, 1971
October15, 1971
April 15, 1972
October15, 1972
April 15, 1973
October15, 1973
April 15, 1974

* To the extent that any part of the Loan is repayablein a currencyother than dollars(see
Loan Regulations,Section3.02),thefigures in this columnrepresentdollar equivalentsdetermined
asfor purposesof withdrawal.

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specifiedas the premiumspayableon repaymentin
advanceof maturityof anypartof the principalamountof the Loan pursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof anyBond prior to its maturity
pursuantto Section6.16 of theLoan Regulations:

Time of Prepayment or Redemption

Not morethan 3 yearsbefore maturity
More than3 yearsbut not morethan6 yearsbeforematurity
More than6 yearsbut not morethan 11 yearsbeforematurity
More than 11 yearsbut not morethan 13 yearsbeforematurity
More than13 yearsbeforematurity

Payment
of Prindpal

(expressed
in dollars) *

220,000
226,000
233,000
239,000
246,000
253,000
260,000
268,000
276,000
284,000
292,000

Premium

‘A of 1%
2%

3’/~%
42/~%

58/4%
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SCHEDULE2

DESCRIPTION OF PROJECT

The Project consistsof:

A. The constructionand reconstructionof twenty-onefeederroads,eighteenof
which will connectwith the CoastalHighway. The generallocationof the roadswill be
as agreedbetweenthe Borrower and the Bank.

B. The executionof the following three items complementaryto the Coastal
HighwayProjectprovidedfor in theloanagreementdatedOctober12, 1954,’ betweenthe
Borrower and the Bank:
(1) Therepairof theexistingearthworkof thesectionbetweenLa LibertadandComalapa

of the CoastalHighwayand the pavementthereofconsistingof a baseanda double
bituminous surface treatment.

(2) The construction,in collaborationwith the Governmentof Guatemala,of a two-lane
highwaybridgeacrossthe Rio dePazon the borderbetweenEl SalvadorandGuate-
mala.

(3) The constructionof an extensionof the CoastalHighway, approximatelyfour kilo-
meterslong, to the siteof the bridgeacrossthe Rio de Paz.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 3

For the purposesof this Agreementthe provisionsof Loan RegulationsNo. 3 of
the Bank, datedJune15, 1956,shall bedeemedto be modified by deletingSection2.02
thereof.

INTERNATIONAL BANK FOR RECONSTRUCTIONAND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 JUNE 1956

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO MEMBER GovERNMENTs

~Notpublishedherein. SeeUnited Nations, Treaty Series, Vol. 280, p. 302.]

1 United Nations,Treaty Series,Vol. 203, p. 37.
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