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LOAN AGREEMENT1

AGREEMENT, dated June 12, 1968, between REPUBLIC OF HONDURAS
(hereinafter called the Borrower) and INTERNATIONAL BANK FOR RECON-
STRUCTION AND DEVELOPMENT (hereinafter called the Bank).

WHEREAS

(A) the Borrower has requested the Bank to grant a loan to the Borrower
for relending to the Empresa Nacional de Energia Eléctrica (herein after called
ENEE) for the purpose of financing a hydroelectric power project ;

(B) by agreement ? of even date herewith the International Develop-
ment Association (hereinafter called the Association) has agreed to make a
credit to the Borrower in an amount in various currencies equivalent to four
million dollars ($4,000,000) on the terms and conditions set forth therein,
the proceeds of which will also be relent by the Borrower to ENEE for the
same purpose ;

(C) by a Project Agreement 2 of even date herewith between the Bank,
the Association and ENEE, ENEE has undertaken certain obligations in
respect of the carrying out of the Project and related matters ; and

(D) the Bank has, on the basis of the foregoing, agreed to grant a loan
to the Borrower upon the terms and conditions hereinafter set forth ;

Now THEREFORE the parties hereto hereby agree as follows :

Ariicle 1

LoAN REGULATIONS ; SPECIAL DEFINITIONS

Section 1.01. The parties to this Agreement accept all the provisions of
Loan Regulations No. 3 of the Bank, dated February 15, 1961 as amended
February 9, 1967, ¢ with the same force and effect as if they were fully set
forth herein, subject, however, to the following modifications thereof (said

1 Came into force on 13 September 1968, upon notification by the Bank to the Government
of Honduras.

* See p. 99 of this volume.

2 See p. 379 of this volume.

¢ See p. 96 of this volume.
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Loan Regulations No. 3 as so modified being hereinafter called the Loan
Regulations) :

The words ““and the Project Agreement’” are inserted immediately
after the words *“ the Loan Agreement "’ wherever the latter occur in Scctions
5.06 and 7.02 of the Loan Regulations.

Section 1.02. Except where the context otherwise requires, the following
terms have the following meanings wherever used in the Loan Agreement :

(@) “ENEE” means Empresa Nacional de Energia Eléctrica, an
instrumentality of the Borrower established and organized under Decree
No. 48 of the Borrower dated February 20, 1957, as the same may be amended
from time to time, and shall include any successor thereto.

(6) ¢ Development Credit Agreement ’’ means the agrecment referred
to in clause (B) of the preamble above, as the same may be amended or
supplemented from time to time.

(¢) *“Project Agreement '’ means the agreement referred to in clause
(C) of the preamble above, as the same may be amended or supplemented
from time to time.

(d) ‘“Subsidiary Loan Agreement ”’ means the agreement referred to
in Section 3.01 of this Agreement, to be entered into between the Borrower
and ENEE.

Avrticle IT
THE LoaN

Section 2.01. The Bank agrees to lend to the Borrower, on the terms
and conditions in this Agreement set forth or referred to, an amount in
various currencies equivalent to seven million five hundred thousand dollars

($ 7,500,000).

Section 2.02. The Bank shall open a Loan Account on its books in the
name of the Borrower and shall credit to such Account the amount of the
Loan. The amount of the Loan may be withdrawn from the Loan Account by
ENEE acting on behalf of the Borrower pursuant to Section 8.01 hercof, as
provided in, and subject to the rights of cancellation and suspension set forth
in, this Agreement and the Loan Regulations.

Section 2.03. The Borrower shall pay to the Bank a commitment
charge at the rate of three-fourths of one per cent (3 /4 of 1 %) per annum
on the principal amount of the Loan not withdrawn from time to time.
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Section 2.04. The Borrower shall pay interest at the rate of six and
one-quarter per cent (61 /4 %) per annum on the principal amount of the
Loan so withdrawn and outstanding from time to time.

Section 2.05. Except as the Borrower and the Bank shall otherwise
agree, the charge payable for special commitments entered into by the Bank
at the request of the Borrower pursuant to Section 4.02 of the Loan Regula-
tions shall be at the rate of one-half of one per cent (1/2 of 1 %) per annum
on the principal amount of any such special commitment outstanding from
time to time.

Section 2.06. Interest and other charges shall be payable semiannualy
on February 15 and August 15 in each year.

Section 2.07. The Borrower shall repay the principal of the Loan in
accordance with the Amortization Schedule set forth in Schedule 1 to this
Agreement ; provided, however, that in the event ENEE shall repay to the
Borrower in advance of maturity under the Subsidiary Loan Agrecment all
or any part of the principal of the loan made to ENEE thereunder, the
Borrower shall, to the extent that such prepayment represents amounts
withdrawn from the Loan Account under this Agreement, prepay the Bank
a corresponding amount.

Article T1T

UseE or PROCEEDS OF THE LOAN

Section 3.01. The Borrower shall relend the proceeds of the Loan and
of the Credit accorded under the Development Credit Agreement to ENEE
pursuant to a loan agreement (the Subsidiary Loan Agreement) satisfactory
to the Bank, and shall cause such proceeds to be applied exclusively to finan-
cing the cost of goods required to carry out the Project, described in Schedule 2
to this Agreement. The specific allocation of the proceeds of the Loan and the
methods and procedures for procurement of the goods to be financed out of
such proceeds shall be determined by agreement between the Borrower and
the Bank, subject to modification by further agreement between them.

Section 3.02. Except as the Borrower and the Bank shall otherwise
agree, the Borrower shall cause all goods financed out of the proceeds of the
Loan to be used by ENEE exclusively in the carrying out of the Project.
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Article IV
Bonbps

Section 4.01. If and when the Bank shall from time to time request,
the Borrower shall execute and deliver Bonds representing the principal
amount of the Loan as provided in Article VI of the Loan Regulations.

Section 4.02. The Secretario de Estado en el Despacho de Economia y
Hacienda is designated as authorized representative of the Borrower for the
purposes of Section 6.12 of the Loan Regulations. The Secretario de Estado en
el Despacho de Economia y Hacienda of the Borrower may designate additional
or other authorized representatives by appointment in writing notified to
the Bank.

Article V
PARTICULAR COVENANTS

Section 6.01. (a) The Borrower shall cause ENEE punctually to
perform all the covenants, agreements and obligations of ENEE set forth
in the Project Agreement and the Subsidiary Loan Agreement, shall take or
cause to be taken all action necessary or appropriate to enable ENEE to
perform such covenants, agreements and obligations, and shall not take or
permit any of its political subdivisions or agencies to take any action which
would prevent or interfere with the performance by ENEE of such covenants,
agreements and obligations.

() Without limitation or restriction upon any of the other covenants
on its part in this Agreement contained the Borrower shall, whenever there
is reason to believe that the funds, facilities, services and other resources
available to ENEE are inadequate for the purpose, make arrangements,
satisfactory to the Bank, promptly to provide ENEE or cause ENEE to be
provided with the funds, facilities, services and other resources required
therefor.

Section 5.02. Except as the Bank shall otherwise agrece, the Borrower
shall not assign, nor amend, abrogate or waive any provision of, the Subsidiary
Loan Agrecment.

Section 5.03. The Borrower shall permit ENEE to effect from time to
time such adjustments in its rates for the sale of electricity as shall be necessary
to provide revenue sufficient to: (i) cover operating cxpenses, including
taxes and levies, if any, adequate maintenance and depreciation, and (ii)
produce a reasonable return on its total nct fixed asscts in operation. The
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