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No. 2090. LOAN AGREEMENT’ (RAILWAY PROJECT)
BETWEEN THE DOMINION OF PAKISTAN AND THE
INTERNATIONAL BANK FOR RECONSTRUCTION AND
DEVELOPMENT. SIGNED AT WASHINGTON, ON 27
MARCH 1952

AGREEMENT, dated March 27, 1952, between DoMINIoN OF PAKISTAN,
acting by its Governor-General,party of the first part andINTERNATIONAL BANK
FOR RECONSTRUCTION AND DEVELOPMENT (hereinafter called the Bank), party
of the secondpart.

Article I

LOAN REGULATIONS; SPECIAL DEFINITION

Section 1.01. The parties to this Agreement accept all the provisions of
Loan RegulationsNo. 32 of the Bank, datedDecember6, 1950, subject, however,
to the modifications thereof set forth in Schedule33 to this Agreement (such
Loan RegulationsNo. 3 as so modified being hereinaftercalled the Loan Regu-
lations),with thesameforceandeffectasif theywerefully setforth herein,provided
that the term Borrower meansDominion of Pakistan, acting by its Governor-
General,or by such other officer as may by law be chargedwith the exercise of
executive authority in respecthereof.

Section1.02. The term “French francs” meansfrancs in the currency of the
Republic of France.

Article II

THE LOAN

Section2.01. The Bank agreesto lend to the Borrower, on the terms and
conditionsin this Agreementset forth or referredto, anamountin dollars,French
francsor othercurrenciesequivalentto twenty-sevenmillion twohundredthousand
dollars ($ 27,200,000).

Section 2.02. The Bank shall opena Loan Account on its books in the name
of the Borrower and shall credit to such Account the amount of the Loan. The

Cameinto force on 3 June 1952, upon notification by the Bank to the Governmentof
Pakistan.

See p. 266 of this volume.
See p. 264 of this volume.
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amount of the Loan may be withdrawn from the Loan Account as providedin,
and subject to the rights of cancellationand suspensionset forth in, the Loan
Regulations. Notwithstanding anything to the contrary in this Agreement,
unlessthe Bankshallotherwiseagree,the Borrowershallnot be entitled to make
withdrawalsfrom the LoanAccountin respectof itemsof equipmentto beinstalled
in eitherof the workshopsto be locatedat KarachiandPahartaliuntil suchitems
of equipmentandthe designandlayout of suchworkshopshallhavebeenagreed
upon betweenthe Borrower and the Bank.

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

Section 2.04. The Borrower shall pay interestat the rate of four and five-
eighthspercent(4 5/~%) perannumon the principal amountof the Loan sowith-
drawn and outstandingfrom time to time.

Section 2.05. Except as the Borrower and the Bank shall otherwiseagree,
the chargepayable for specialcommitmentsenteredinto by the Bank at the
requestof the Borrower pursuantto Section 4.02 of the Loan Regulationsshall
be at the rate of one-halfof onepercent (1/2 of 1 %) perannumon the principal
amount of any such special commitment outstanding.

Section 2.06. Interestand other chargesshall be payablesemi-annuallyon
February 15 and August 15 in each year.

Section 2.07. TheBorrowershallrepaythe principalof the Loanin accordance
with the amortizationscheduleset forth in Schedule~‘ to this Agreement.

Article III

USE OF PROCEEDSOF THE LOAN

Section 3.01. TheBorrowershallcausethe proceedsof the Loanto be applied
exclusively to the cost of goodswhich will be required for the carrying out of
the Project describedin Schedule22 to this Agreement. The specific goodsto
be purchasedout of the proceedsof the Loan shall be determinedby agreement
betweenthe Borrowerandthe Bank, and the list of suchgoodsmay be modified
from time to time by agreement between them.

Section 3.02. The Borrower shall causeall goods purchasedin whole or in
part with the proceedsof the Loan to be usedin the territories of the Borrower
exclusively in the carrying out of the Project.

See p. 262 of this volume.

See p. 264 of this volume.
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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.

Section 4.02. The Secretaryto the Governmentof Pakistan, Ministry of
Finance,and suchpersonor personsashe shallappoint in writing aredesignated
as authorizedrepresentativesof the Borrower for the purposesof Section 6.12
of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall causethe Project to be carried out
with due diligenceand efficiency and in conformity with soundengineeringand
financial practices.

(b) The Borrower shall causeto be furnished to the Bank, promptly upon
their preparation,the plans and specificationsfor the Project and any material
modifications subsequentlymade therein.

(c) The Borrower shallmaintain or causeto be maintainedrecordsshowing
the use made of the goods andthe progressof the Project (including the cost
thereof)and the financial condition and operationsof the agency or agenciesof
the Borrower responsiblefor the operationof any of the railway property and
equipmentownedor operatedby theBorroweror for thecarryingout of theProject
or anypartthereof; shallenabletheBank’srepresentativesto examinetheProject,
the goodsand the railway propertyand equipmentowned or operatedby the
Borrower and any relevant records and documents;and shall furnish to the
Bank all such information as the Bank shall reasonablyrequestconcerningthe
goods,the Project,and the financial condition and operationsof the agencyor
agenciesof the Borrower responsiblefor the operation of any of the railway
property andequipmentowned or operatedby the Borrower or for the carrying
out of the Project or any part thereof.

Section 5.02. (a) The Borrower andthe Bank shall cooperatefully to assure
that the purposesof the Loan will be accomplished. To that end, eachof them
shall furnish to the other all such information as it shall reasonablyrequestwith
regard to the generalstatusof 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 internationalbalanceof
paymentsposition of the Borrower.
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(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 and the maintenanceof the service thereof. The Borrower shall
promptly inform the Bank of any conditionwhich shall arisethat shall interfere
with, or threatento interferewith, 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 intention of the Borrowerand the Bank that
no other externaldebt shall enjoy any priority over the Loan by way of a lien
on governmentalassets. To that end, the Borrower undertakesthat, except
as the Bankshall otherwiseagree,if any lien shall be createdon any assetsof the
Borroweror of any of its political subdivisionsor of any agencyof the Borrower
or of any such political subdivision as security for any externaldebt, such lien
will ipso facto equally and ratably securethe paymentof the principal of, and
interestand otherchargeson, the Loan andthe Bonds, andthat in the creation
of any suchlien expressprovisionshall be madeto that effect, provided, however,
that the foregoingprovisionsof this Sectionshallnotapply to : (i) any lien created
on property, at the time of purchasethereof,solely as security for the payment
of the purchasepriceof suchproperty; (ii) any lien on commercialgoodsto secure
a debt maturingnot more than one year after its incurrenceand to be paid out
of the proceedsof sale of suchcommercialgoods; or (iii) any lien createdby the
StateBank of Pakistanon any of its assetsin the ordinarycourseof its business
to secure a debt maturing not more than one year after its incurrence.

Section 5.04. The principal of, and interestand otherchargeson, the Loan
and the Bonds shall be paid without deduction for 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 Sectionshallnot apply to taxation
of, or fees upon, paymentsunderany Bond to a holder thereof other than the
Bank whensuchBond is beneficially ownedby anindividual or corporateresident
of the Borrower.

Section 5.05. The Loan Agreementand the Bonds shall be free from any
taxesor fees that shall be imposedunder the laws of the Borrower or laws in
effect in its territories on or in connectionwith the execution,issue, delivery or
registration thereof and the Borrower shall pay all such taxes and fees, if any,
imposed under the laws of the country or countriesin whose currency the Loan
and the Bondsare payableor laws in effect in the territoriesof such country or
countries.
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Section 5.06. The principal of, and interestan~lother chargeson, the Loan
and the Bonds shall be paid free from all restrictionsimposedunder the laws
of the Borrower or laws in effect in its territories.

Section 5.07. TheBorrowershallsatisfy theBankthat adequatearrangements
havebeenmadeto insurethe goodsfinancedwith the proceedsof the Loan against
risks incidentto their purchaseandimportation into theterritoriesof theBorrower.

Article VI

REMEDIES OF THE BANK

Section 6.01. If any event specified in paragraph (a) or paragraph(b) of
Section 5.02 of the Loan Regulationsshall occurand shall continue for a period
of thirty days or if any event specified in paragraph(c) of Section 5.02 of the
Loan Regulationsshall occur andshall continue for a period of sixty daysafter
notice thereof shallhave beengiven 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 the Bondsthenoutstandingto be due
and payable immediately, and upon any such declarationsuch principal shall
become due and payable immediately, anything in this Agreement or in the
Bonds to the contrary notwithstanding.

Article VII

MISCELLANEOUS

Section 7.01. The Closing Date shall be May 15, 1954.

Section 7.02. A date 90 days after the date of this Agreement is hereby

specified for the purposesof Section 9.04 of the Loan Regulations.

Section 7.03. The following addressesarespecifiedfor the purposesof Section
8.01 of the Loan Regulations

For the Borrower Secretaryto the Governmentof Pakistan, Ministry of
Finance, Karachi, Pakistan.

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

Section 7.04. The Secretary to the Governmentof Pakistan, Ministry of
Finance,is designatedfor the purposesof Section8.03 of the Loan Regulations.
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IN WITNESS WHEREOF,the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,have causedthis Agreementto be signed in their
respectivenames and delivered in the District of Columbia, United Statesof
America, as of the day and year first above written.

Dominion of Pakistan

By MohammedALl

Ambassadorof Pakistanto the United Statesof America

InternationalBankfor ReconstructionandDevelopment

By W. A. B. lUFF

Assistant to the President

SCHEDULE I

AMORTIZATION SCHEDUI.E

PREMIUMS ON PREPAYMENT AND REDEMPTION

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

* To the extent that any part of the Loan is repayablein a currency other than dollars
(see Loan Regulations, Section 3.02), the figures in these columns represent dollar equivalents
determinedas for purposesof withdrawal.

Principal
Amount

Outstanding
Paymentof Atier Each
Principal Payment
(Expressed (Expressed

DatePaymentDue in dollars*) in dollars*)

February15, 1954
August 15, 1954

$ —

775,000
$27,200,000

26,425,000
February15, 1955 793,000 25,632,000
August 15, 1955 811.000 24.821,000
February15, 1956 830,000 23,991,000
August 15, 1956 849,000 23,142,000
February15, 1957 869,000 22,273,000
August 15, 1957 889,000 21,384,000
February15, 1958 909,000 20,475,000
August 15, 1958 930,000 19,545,000
February15, 1959
August 15, 1959

952,000
974,000

18,593,000
17,619,000

February15, 1960 996,000 16,623,000
August 15, 1960 1,019,000 15,604,000

Date PaymentDue

February15, 1961
August 15, 1961
February 15, 1962
August 15, 1962
February15, 1963
August 15, 1963
February15, 1964
August15, 1964
February15, 1965
August 15, 1965
February15, 1966
August 15, 1966
February15, 1967

Paymentof
Principal

(Expressed
in dollars*)

$1,043,000
1,067,000
1,092,000
1,116,000
1,143,000
1,169,000
1,196,000
1,223,000
1,252,000
1,281,000
1,310,000
1,340,000
1,372,000

Principal
Amount

Outstanding
After Each
Payment

(Expressed
in dollars~’)

$14,561,000
13,494,000
12,402,000
11,286,000
10,143,000
8,974,000
7,778,000
6,555,000
5,303,000
4,022,000
2,712,000
1,372,000
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Time of Prepaymentor Redemption Premium

Not more than 5 yearsbefore maturity ~4%
More than5 yearsbut not morethan 10 yearsbeforematurity . . . . 1 %
More than 10 years before maturity 1 3/4 %

SCHEDULE 2

DESCRIPTION OF THE PROJECT

The Project is a program for the rehabilitation, improvement, and modernization
of therailway facilities of the Borrower operatedby it through the NorthwesternRailway
in West Pakistan and through the EasternBengal Railway in East Bengal. The pro-
gram is designedto put suchrailway facilities in a sound physical condition which will
permit the efficient utilization thereof, and is to be carried out (a) by the improvement
andmodernizationof, andadditionsto, suchfacilities, (b) by making up arrearsin main-
tenanceandreplacementsand (c) by current maintenance,all in accordancewith sound
railway standardsand practices, both as to extent and performance.

The Project includes

(i) reconditioning and improvement of track by the replacementand laying of rails,
sleepers,ballast and other items of track material, including such reconditioning
andimprovementof the sectionsof track overwhichdiesellocomotives will berun as
shall be necessaryfor the most efficient utilization of such locomotives

(ii) rehabilitation, improvement and expansionof rolling stock by the acquisition of
steam and diesel locomotives, locomotive boilers, wagons, carriages and other
rolling stock items, including spareparts

(iii) rehabilitation, modernization andimprovement of repair facilities by the construc-
tion and expansionof workshopsand the acquisition and installation of equipment
therefor; and

(iv) rehabilitation, improvement, construction and acquisition of signalling equipment,
ferries, stations, bridges, railway yards and other railway facilities.

The part of the Project to be financedwith the proceedsof the Loan, exceptas the
Bank and the Borrower may otherwise agree, consists of the acquisition by the Bor-
rower of diesel locomotives, locomotive boilers, wagons, carriages,workshop equipment,
spareparts for the foregoing and sleepers.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 31

For the purposesof this Agreement, Loan Regulations No. 3 of the Bank, dated
December6, 1950,shall be deemedto be modified as follows:

See p. 266 of this volume,
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(a) Thesecondsentenceof Section 2.02 shall readas follows:

Suchcommitmentchargeshall accruefrom the Effective Date or from a date 90 days
after the date of the Loan Agreement, whichevershall be the earlier, or from such

otherdateas may be agreedupon betweenthe Bank and the Borrower, to the res-
pective dateson which amountsshall be withdrawn by theBorrower from theLoan
Account asprovided in Article IV or shall be cancelled pursuant to Article V.

(b) Section 3.01 shall read as follows
SECTION 3,01. Currencies in Which Proceeds of Loan are to be Withdrawn,

The Borrower shall use reasonableefforts to purchasegoods with the currenciesof
the countriesfrom whichsuchgoodsareacquired. The proceedsof the Loanshall,
to the extent that the Bank shall so elect, be withdrawn from the Loan Account
in the severalcurrenciesin which goodsare paid for. The Bank shall be under no
obligation to permit the proceedsof the Loan to be withdrawn in any currency
except dollars.

(c) Section 3.04 shall read as follows

SECTION 3.04. Currencyin Which Co~’nmitmentCharge is Payable. The com-
mitmentchargeshall be payable fifty-five per cent (55 %) in dollarsand forty-five
per cent(45 %) in Frenchfrancs.

(d) Section 3.05 shall read as follows:
SECTION 3.05. Valuation of Currencies. For the purposeof determining the

equivalent(in termsof dollars)of anypartof theLoanwithdrawn in anothercurrency,
the valueof suchothercurrency shall be as reasonablydeterminedby theBank,

(e) The last two sentencesof Section4.02 shall be deleted.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 6 DECEMBER 1950

REGULATIONS APPLIcABLE TO LOANS MADE BY THE BANK TO MEMBER GOVERNMENTS

[Not published herein, See United Nations, Treaty Series, Vol. 158, p. 170.]
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