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No. 2578. LOAN AGREEMENT’ (PUNJABAGRICULTURAL
MACHINERY PROJECT) BETWEEN THE DOMINION
OF PAKISTAN AND THE INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT. SIGNED
AT WASHINGTON, ON 13 JUNE 1952

AGREEMENT, datedJune 13, 1952, between DOMINION OF PAKISTAN,
actingby its Governor-General,party of the first partandINTERNATIONAL BANK

FOR RECONSTRUCTIONAND DEVELOPMENT (hereinaftercalledthe Bank),party of
the secondpart.

Article I

LOAN REGULATIONS

Section1.01. The partiesto this Agreementacceptall the provisions of
Loan RegulationsNo. 32 of theBank,datedDecember6, 1950,subject,however,
to the modifications thereofset forth in Schedule33 to this Agreement(such
Loan RegulationsNo. 3 assomodified being hereinaftercalledthe Loan Regu-.
lations), with the sameforce and effect as if they were fully set forth herein,
provided that the term Borrower meansDominion of Pakistan,acting by its
Governor-General,or by suchotherofficer as may by law be chargedwith the
exerciseof executiveauthorityin respecthereof.

Article II

THE Lo~

Section2.01. The Bank agreesto lend to the Borrower, on the termsand
conditionsin this Agreementset forth or referredto, the sum of threemillion
two hundredandfifty thousanddollars ($3,250,000),or theequivalentthereofin
currenciesotherthandollars.

Section2.02. The Bank shall open a Loan Account on its books in the
nameof the Borrower andshall credit to suchAccountthe amountof the Loan.
Theamountof the Loan maybe withdrawnfrom the Loan Accountasprovided

‘Came into force on 10 February1954 upon notificationby the Bank to the Dominion of
Pakistan.

‘See p. 100 of this volume.
‘See p 100 of this volume.
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in, andsubjectto therightsof cancellationandsuspensionset forth in, the Loan
Regulations.

Section2.03. The Borrower shallpay to the Bank a commitmentcharge
at the rateof three-fourthsof onepercent(3/4 of 1%)perannumon theprincipal
amountof the Loan notso withdrawnfrom time to time.

Section2.04. The Borrower shallpay interestat the rateof four and one-
eighth percent(4’/8 %) perannumon the principalamountof the Loan sowith-
drawnandoutstandingfrom time to time.

Section2.05. Exceptas the Borrower andthe Bank shallotherwiseagree,
the chargepayable for special commitmentsenteredinto by the Bank at the
requestof the Borrower pursuantto Section 4.02 of the Loan Regulations
shall be at the rate of one-halfof oneper cent (1,/z of 1%) per annumon the
principalamountof anysuchspecialcommitmentoutstanding.

Section2.06. Interestand otherchargesshallbepayablesemi-annuallyon
February15 andAugust15 in eachyear.

Section 2.07. 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 PROCEEDSOF THE LOAN

Section 3.01. The Borrower shall causethe proceedsof the Loan to be
appliedexclusivelyto the costof goodswhich will be requiredfor the carrying
out of the Project describedin Schedule22 to this Agreement. The specific
goodsto be purchasedout of the proceedsof the Loan shallbe determinedby
agreementbetweenthe Borrower andthe Bank, andthe list of suchgoodsmay
be modified from time to time by agreementbetweenthem.

Section 3.02. The Borrower shall causeall goodspurchasedin whole or
in partwith theproceedsof the Loanto beusedin theterritoriesof the Borrower
exclusivelyin thecarrying outof the Project.

Article IV

BONDS

Section4.01. The Borrower shallexecuteand deliver Bondsrepresenting
the principalamountof the Loanasprovidedin the Loan Regulations.

Section 4.02. The Secretaryto the Governmentof Pakistan,Ministry of
Finance,andsuchpersonor personsashe shall appointin writing are designated
asauthorizedrepresentativesof the Borrowerfor the purposesof Section6.12of
the Loan Regulations.

‘See p. 98 of this volume.
‘See p. 98 of this volume.
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Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrowershall causetheProjectto beplannedand
carried out with due diligence and efficiency and in conformity with sound
engineeringandfinancialpractices.

(b) The Borrower shall causeto be furnishedto the Bank,promptly upon
their preparation,the plans andspecificationsfor the Projectandany material
modificationssubsequentlymadetherein.

(c) The Borrowershallmaintainorcauseto bemaintainedrecordsshowing
the use madeof the goods and the progressof the Project(including the cost
thereof)andthe financialconditionandoperationsof eachagencyor organization
responsiblefor the carryingoutof theProjector any partthereof;shallenablethe
Bank’srepresentativesto examinetheProject,thecarryingout thereof,the goods,
land reclaimed or to be reclaimed,and any relevant records and documents;
andshall furnish to the Bank all suchinformation as the Bank shall reasonably
requestconcerningthe goods,theProject, the financialconditionandoperations
of eachagencyor organizationresponsiblefor the carrying out of the Project
or any part thereof, andthe use of land reclaimedin carrying out the Project.

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 regardto thegeneralstatusof the Loan. On thepartof theBorrower,
suchinformationshallincludeinformationwith respectto financialandeconomic
conditionsin the territories of the Borrower and the internationalbalanceof
paymentspositionof theBorrower.

(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 service thereof. The Borrower shall
promptly inform the Bank of any conditionwhich shall arisethat shall interfere
with, or threatento interfere with, the accomplishmentof the purposesof the
Loanor themaintenanceof the servicethereof.

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

Section5.03. It is the mutualintentionof the Borrowerandthe Bankthat
no otherexternaldebtshallenjoyany priority over the Loan by way of a lien on
governmentalassets. To that end,the Borrower undertakesthat, exceptas the
Bank shall otherwiseagree, if any lien shall be createdon any assetsof the

No. 2578
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Borroweror of any of its political subdivisionsor of any agencyof the Borrower
or of any suchpolitical subdivision as securityfor any externaldebt, suchlien
will ipsofacto equally andratablysecurethe paymentof the principal of, and
interestandotherchargeson, the Loan andthe Bonds, andthat in the creation
of any suchlien expressprovisionshallbe madeto thateffect, provided,however,
that the foregoingprovisions of this Section shall not apply to : (i) any lien
createdon property, at the time of purchasethereof,solely as security for the
paymentof the purchaseprice of such property; (ii) any lien on commercial
goodsto securea debtmaturingnot morethanoneyearafter its incurrenceand
to be paid out of the proceedsof sale of such commercialgoods;or (iii) any
lien createdby the State Bank of Pakistanon any of its assetsin the ordinary
courseof its businessto securea debtmaturingnot morethanoneyearafter its
incurrence.

Section 5.04. The principal of, and interest and other chargeson, the
LoanandtheBondsshallbepaidwithoutdeductionfor andfreefrom anytaxesor
feesimposedunderthe 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 thereofother than the
Bank when such Bond is beneficially owned by an individual or corporate
residentof 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 the execution,issue,delivery or
registrationthereofand the Borrower shallpay all suchtaxesand fees, if any,
imposedunderthe laws of the countryor countriesin whosecurrencythe Loan
andthe Bonds arepayableor laws in effectin the territoriesof suchcountry or
countries.

Section 5.06. The principal of, and interestand other chargeson, the
Loan and the Bondsshallbe paid free from all restrictionsimposedunderthe
laws of the Borroweror laws in effect in its territories.

Section5.07. The Borrower shall satisfy the Bankthat adequatearrange-
mentshavebeenmadeto insure the goodsfinanced with the proceedsof the
Loan againstrisks incidentto their purchaseand importationinto the territories
of the Borrower.

Section 5.08. The Borrower shall causethe goods financed out of the
proceedsof the Loanto be effectivelyutilized during their entireuseful life in the
carrying out of the Project and shall take or causeto be taken all measures,
including the schedulingof work, the selectionand surveyingof land to be
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reclaimed,the obtainingof title theretoandthe securingof easementrights in
respectthereof,whichmaybenecessaryto thatend.

Section5.09. The Borrower shallcausethe agriculturalmachineryorgani-
zation, describedin Schedule2 to this Agreement,at all timesto be so organized
and to havesuch powers,program,management,technicaland operatingstaff,
andfinancial resourcesas maybenecessaryfor the diligent andefficient carrying
outof theProject.

Section5.10. The Borrower shall causeto be takensuchstepsas shallbe
necessaryto assuresubsequentproductivecultivationanduseof landreclaimed
by said organization.

Section5.11. The Borrower shall causeto be establishedand maintained
sucharrangementsfor the paymentby landownersandothersfor work doneby
the organizationin carrying out the Projectas shallbe reasonablein the circum-
stances.

Section5.12. The Borrower shallmake arrangements,satisfactoryto the
Bank,with the Governmentof the Punjabfor the carrying outof the Borrower’s
obligations under Sections5.01, 5.08, 5.09. 5.10 and 5.11 of this Agreement.

Article VI

REMEDIES OF THE BANK

Section6.01. If any eventspecified in paragraph(a) or paragraph(b) of
Section5.02of the Loan Regulationsshalloccurandshallcontinuefor a period
of thirty days or if any eventspecified in paragraph(c) of Section 5.02of the
Loan Regulationsshall occur andshall continuefor a periodof sixty daysafter
notice thereofshallhavebeengiven by the Bank to the Borrower, thenat 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
becomedue and payable immediately, anything in this Agreementor in the
Bonds to the contrarynotwithstanding.

Article VII
EFFECTIVE DATE; TERMINATION

Section7.01. Thefollowing eventsare specifiedasadditionalconditionsto
the effectivenessof this Agreementwithin the meaningof Section9.01 (b) of the
Loan Regulations

(a) that the agriculturalmachineryorganization,describedin Schedule2 to
this Agreement,shallhavebeenorganizedwithsuchpowers, program,manage-
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ment, technical staff and financial resources,satisfactoryto the Bank, asare
necessaryfor the diligent andefficient carryingoutof theProject;and

(b) that the Borrower shall have made the arrangementsprovided for in
Section5.12of this Agreement.

Section7.02. The following is specifiedas an additional matter,within the
meaningof Section9.02 (c) of the LoanRegulations,to beincludedin theopinion
to befurnishedto the Bank : that the arrangementsprovidedfor in Section5.12
of this Agreementare valid andbindingon theBorrowerandon the Government
of thePunjab.

Section 7.03. A date90 days after the dateof this Agreementis hereby
specifiedfor thepurposesof Section9.04of theLoan Regulations.

Article VIII

MISCELLANEOUS

Section8.01. TheClosing Dateshallbe December1, 1953.

Section 8.02. The following addressesare specified for the purposesof
Section8.01 of the LoanRegulations:

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

For the Bank : InternationalBank for Reconstructionand Development,
1818 H Street,N.W. Washington25, D.C. UnitedStatesof America.

Section8.03. The Secretaryto the Governmentof Pakistan,Ministry of
Finance,is designatedfor the purposesof Section8.03of the Loan Regulations.

IN WITNESSWHEREOF,the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis Agreementto be signed in their
respectivenamesand delivered in the District of Columbia, United Statesof
America,as of theday andyearfirst abovewritten.

Dominion of Pakistan:
By Mohammed ALl

Ambassadorof Pakistan to the United States of America

International Bank for Reconstructionand Development:
By R. L. GARNER

Vice President

No. 2573
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SCHEDULE I

AMORTIZATION SCHEDULE

Principal Principal
Amount Amount

Outstanding Outstanding
Paymentof AfterEach Paymento After Each
Principal Payment Principal Payment

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

August 15, 1953 . . — $3,250,000 February15, 1957 . $273,000 $1,451,000
February15, 1954 . $241,000 3,009,000 August 15, 1957 . . 279,000 1,172,000
August 15, 1954 . . 247,000 2,762,000 February15, 1958 . 284,000 888,000
February15, 1955 . 252,000 2,510,000 August 15, 1958 . . 290,000 598,000
August 15, 1955 . . 257,000 2,253,000 February15, 1959 . 296,000 302,000
February15, 1956 . 262,000 1,991,000 August 15, 1959 . . 302,000 —

August 15, 1956 . 267,000 1,724,000

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiums payableon repayment
in advanceof maturity of any part of the principal amount of the Loan pursuantto
Section 2.05(b) of the Loan Regulationsor on the redemptionof any Bond prior to
its maturity pursuantto Section 6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premium

Not more than 6 monthsbeforematurity
More than6 monthsandnot more than 2 yearsand 6 monthsbefore

maturity 3/4 %
More than 2 years and 6 monthsand not more than 4 years and

6 monthsbeforematurity I %
Morethan 4 yearsand 6 monthsbeforematurity 11/2%

SCHEDULE 2

DESCRIPTION OF PROJECT

TheProjectconsistsof thereclamation,including the initial preparationfor cultiva-
tion, of wastelandin thePunjabProvinceof WestPakistan. To thatend,the Borrower
will causeto be establishedanagriculturalmachineryorganization,with the equipment
necessaryto reclaim about 140,000acresof waste land per year. The agricultural
machineryorganization,whose first assignmentwill be the reclamationof wasteland
in theThai area,will clear,plow, harrowandseedland,andconstructprimaryandsecond-
ary irrigation watercourses.

* To the extent that any part of the Loan is repayablein a currencyother than dollars (see
Loan Regulations,Section3.02), the figures in thesecolumnsrepresentdollar equivalentsdeter-
mined asfor purposesof withdrawal.
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The agriculturalmachineryorganizationwill include:

(1) reclamationunits for clearing, plowing, harrowing and seedingof land, and for
constructingprimary and secondarywatercourses. Eachunit will be equipped
withtractorsanddozers,disc-plows,harrow-seeders,scrapers,graders,transportation
andsupplyvehicles,lubricators,tools for maintenanceandrepairwork, andancillary
equipmentandspareparts;

(2) a centralworkshopfor heavyrepair maintenanceandreconditioningof equipment;

(3) mobile workshopsfor mediumand light field maintenance;

(4) a supplystorefor the control and issuanceof spareparts and lubricants.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 31

For the purposesof this Agreement,Loan RegulationsNo. 3 of the Bank, dated

December6, 1950, shallbe deemedto be modified asfollows:

(a) The secondsentenceof Section2.02 shall read as follows:

Suchcommitmentchargeshall accrue from the Effective Dateor from a date
90 daysafter the dateof the Loan Agreement,whichevershall be the earlier, or
from such other dateas may be agreedupon betweenthe Bank and the Borrower,
to the respectivedateson which amountsshall be withdrawn by the Borrower
from the Loan Account as provided in Article IV or shallbe cancelledpursuantto
Article V.

(b) The last two sentencesof Section4.02 shallbe deleted.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 6 DECEMBER 1950

REGULATIONS APPLICABLE TO LOANS MA.rE BY THE BANK TO MEMBER GOVERNMENTS

[Not publishedherein. SeeUnitedNations,Treaty Series,Vol. 158, p. 1701

Seebelow
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