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No. 3176. GUARANTEE AGREEMENT’ (KARACHI POWER
PROJECT) BETWEEN THE DOMINION OF PAKISTAN
AND THE INTERNATIONAL BANK FORRECONSTRUC-
TION AND DEVELOPMENT. SIGNED AT WASHING-
TON, ON 20 JUNE 1955

AGREEMENT, dated June 20, 1955, betweenDOMINION OF PAKISTAN,

acting by its Governor-General(hereinaftercalled the Guarantor)and INTER-

NATIONAL BANK FORRECONSTRUCTIONAND DEVELOPMENT (hereinaftercalledthe
Bank).

WHEREAS by an agreementof evendateherewithbetweenthe Bank and
The Karachi Electric Supply Corporation Limited (hereinafter called the
Borrower), which agreementandthe schedulesthereinreferredto arehereinafter
called the Loan Agreement,2the Bank has agreedto make to the Borrower a
loan in variouscurrenciesin anaggregateprincipalamountequivalentto thirteen
million eight hundredthousanddollars ($13,800,000),on the termsandcondi-
tions set forth in the Loan Agreement,but only on conditionthat theGuarantor
agreeto guaranteethe paymentof the principal, interestandother chargeson
such loan; and

WHEREAS the Guarantor,in considerationof the Bank’s enteringinto the
Loan Agreementwith the Borrower, has agreedto guaranteethe paymentof
the principal, interestand otherchargeson suchloan;

Now THEREFORE the partiesheretoherebyagreeas follows:

Article I

Section1.01. The parties to this GuaranteeAgreement accept all the
provisionsof Loan RegulationsNo. 4 of the Bank datedFebruary15, l955~,
subject,however,to the modifications thereof set forth in Schedule34 to the
Loan Agreement(said Loan RegulationsNo. 4 assomodified being hereinafter
called the Loan Regulations),with the sameforce and effect as if they were
fully set forth herein. The terms defined in said Loan Agreementshall have
the samemeaningas if such definitions were fully set forth herein.

1 Came into force on 19 January1956 upon notification by the Bank to the Government
of the Dominion of Pakistan.

2 Seep. 48 of this volume.

~Seep. 48 of this volume.
Seep. 74 of this volume.
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Article II

Section2.01. Without limitation or restriction upon any of the other
covenantson its part in this Agreementcontained,the Guarantorherebyun-
conditionallyguarantees,as primary obligor and not as surety merely, the due
and punctualpaymentof the principal of, andthe interestand other charges
on, the Loan, the principal of and intereston the Bonds, and the premium, if
any, on the prepaymentof the Loan or the redemptionof the Bonds all as set
forth in the Loan Agreement,the Trust Deedand the Bonds.

Article III

Section3.01. It is the mutual intention of the Guarantorand the Bank
that no other externaldebt shall enjoy any priority over the Loan by way of
a lien on governmentalassets. To that end, the Guarantorundertakesthat,
except as the Bank shall otherwiseagree, if any lien shall be createdon any
assetsof the Guarantoras security for any external debt, such lien will ipso
facto equallyandratablysecurethepaymentof theprincipal of, andinterestand
otherchargeson, the Loan and the Bonds, andthat in the creationof any such
lien expressprovision will be madeto that effect; provided, however,that the
foregoing provisions of this Section shallnot apply to: (i) any lien createdon
property, at the time of purchasethereof, solely as security for the payment
of the purchaseprice of such property; (ii) any lien on commercial goodsto
securea debt maturingnot more than oneyear after the date on which it is
originally incurredandto bepaid outof theproceedsof saleof suchcommercial
goods; or (iii) any lien arising in the ordinary courseof banking transactions
and securinga debt maturingnot morethan one yearafter its date.

The term “ assetsof the Guarantor“ as used in this Section includes
assetsof the Guarantoror of any of its political subdivisionsor of any agency
of the Guarantoror of any suchpolitical subdivision,including the StateBank
of Pakistan.

Section3.02. (a) The Guarantorand 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 the general statusof the Loan. On the part of the
Guarantor,such informationshall include information with respectto financial
andeconomicconditionsin theterritoriesof theGuarantorandthe international
balanceof paymentsposition of the Guarantor.

(b) The Guarantorand the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelating to the purposes
of the Loan andthe maintenanceof the service thereof. The Guarantorshall
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promptly inform the Bank of any conditionwhich interfereswith, or threatens
to interferewith, the accomplishmentof the purposesof the Loan or the main-
tenanceof the service thereof.

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

Section3.03. The principal of, and interest and other chargeson, the
Loan andthe Bonds shall be paid without deduction for, and free from, any
taxes (including duties, fees or impositions) imposed under the laws of the
Guarantoror laws in effect in its territories; provided, however,that theprovi-
sionsof this Section shallnot apply to taxationof, or duties,fees or impositions
levied upon, paymentsunderany Bond to a holderthereofother than the Bank
when such Bond is beneficially owned by an individual or corporateresident
of the Guarantor.

Section3.04. This Agreement,the Loan Agreement,the Trust Deed and
the Bonds shallbe free from any taxes (including duties, fees or impositions)
that shallbe imposedunderthe laws of the Guarantoror laws in effect in its
territorieson or in connectionwith the execution,issue,deliveryor registration
thereof.

Section3.05. The principal of, and interest and other chargeson, the
Loan andthe Bonds shallbe paid free from all restrictionsimposedunder the
laws of the Guarantoror laws in effect in its territories.

Section3.06. The Guarantor shall not take any action which would
preventor materially interferewith the successfuloperationof the Project,or
with the carrying on by the Borrower of its operationsand enterprisein an
efficient and businesslikemanner and in accordancewith soundengineering,
financialandelectric utility practices,or with theperformanceby the Borrower
of any of the covenants,agreementsand obligations of the Borrower in the
Loan Agreementor the Trust Deed.

Article IV

Section4.01. The Guarantorshallendorse,in accordancewith theprovi-
sionsof the Loan Regulations,its guaranteeon the Bondsto be executedand
delivered by the Borrower. The Secretaryto the Governmentof Pakistan,
Ministry of Finance,and suchpersonor personsashe shalldesignatein writing
aredesignatedasthe authorizedrepresentativesof the Guarantorfor thepurposes
of Section 6.12 (b) of the Loan Regulations.
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Article V

Section5.01. The following addressesare specifiedfor the purposesof
Section 8.01 of the Loan Regulations:

For the Guarantor:

The Secretaryto the Governmentof Pakistan
Ministry of Finance
Karachi
Pakistan

Forthe Bank:

InternationalBank for Reconstructionand Development
1818 H Street,N.W.
Washington25, D. C.
United Statesof America

Section5.02. The Secretaryto the Governmentof Pakistan,Ministry of
Finance,is designatedfor the purposesof Section8.03 of the Loan Regulations.

IN WITNESS WHEREOF, thepartieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis GuaranteeAgreementto be signed
in their respectivenamesand delivered in the District of Columbia, United
Statesof America,as of the day andyear first abovewritten.

Dominion of Pakistan
By (s) S. AMJAD AL!

AuthorizedRepresentative
InternationalBank for Reconstructionand Development

By (s) EugeneR. BLACK
President

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 FEBRUARY 1955

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO BOimowERs OTHER THAN

MEMBER GOVERNMENTS.

[Not publishedherein. SeeUnitedNations,Treaty Series, Vol221.]

LOAN AGREEMENT (KARACHI POWERPROJECT)

AGREEMENT, datedJune20, 1955, betweenINTERNATIONAL BANK FOR RECON-

STRUCTION AND DEVELOPMENT (hereinaftercalledthe Bank) andTHE KARACHI ELECTRIC
SUPPLY CORPORATION LIMITED, a Pakistanincorporatedcompany, (hereinaftercalled
the Borrower).
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WHERRAS

(A) TheBankhasbeenrequestedto granta loan to the Borrower.

(B) The said loan is to be guaranteedas to paymentof principal, interestandother
chargesby the Dominionof Pakistanuponthetermsof a GuaranteeAgreement1of even
date herewithand is to be securedas hereinafterin Section 5.04 (a) provided, which
security is to beconstitutedby andprovidedfor in the TrustDeedashereinafterdefined.

(C) The Borrower by a DebentureTrust Deeddated31stMay 1946 has created
afirst specificmortgageandafirst floatingchargein respectof all its propertyandunder-
taking securing its 4% First MortgageDebenturesmaturing by their terms on 1st
August1963andpresentlyoutstandingin theaggregateprincipalamountof Rs.3,173,000.

(D) The Borroweron 3rd December1951,to securea loan fromPakistanIndustrial
Finance Corporation (hereinaftercalled the Corporation), presently outstanding in
the amountof Rs.2,400,000,depositedwith the Corporationtitle deedsof certainof its
immovablepropertiesandby a letter of that datehypothecatedcertainof its movable
properties.

(E) The Borrower by an Indenturedated25th September1953 createda third
mortgageand a floating chargein respectof its propertyand undertakingto securea
loan of Rs. 5,000,000from the Guarantor.

(F) The Borrower has borrowedan additional Rs. 5,000,000from the Guarantor
which it proposesto secureby a new indenturesimilar to the Indenturereferredto in
recital (E).

(G) The Borrower has from time to time for the interim financingof the Project
borrowed from the National Bank of Pakistan,with the guaranteeof the Guarantor,
amountspresentlytotalling about Rs. 11,000,000 and proposesso to borrow about
Rs. 16,000,000additional.

(H) The Corporationandthe Guarantorhaveagreedto subordinateto the security
constitutedby the Trust Deedhereinabovein recital (B) referredto their respectivese-
curitieshereinabovein recitals(D), (B) and (F) referredto.

WHEREASthe Bankhas,uponthebasisof the foregoing,agreedtomakea loan to the
Borrower uponthe termsandconditionshereinaftersetforth;

Now THEREFORE, it is herebyagreedas follows:

Article I

Lo~u~iREGULATIONS; SPECIAL DEFINITIONS

Section 1.01. The partiesto this Loan Agreementacceptall the provisionsof
Loan RegulationsNo. 4 of the BankdatedFebruary15, 1955,2 subject,however,to the
modificationsthereofsetforth in Schedule33 to this Agreement(said Loan Regulations

Seep. 42 of this volume.2
Seep. 48 of this volume.

8
Seep. 74 of this volume.
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No. 4 as so modifiedbeinghereinaftercalledtheLoan Regulations),with thesameforce
andeffectasif they werefully setforth herein.

Section1.02. Theterm “Trust Deed” meansthetrust deedto be executedby the
Borrower in accordancewith the provisionsof Section5.04 (a) of this Agreementand
shall includeany deedsupplementaltheretowhich shall be executedand delivered in
accordancewith theprovisionsthereof.

The term “DebentureTrust Deed” meansthe trust deeddated31st May 1946
hereinbeforein recital(C) referredto andshall includeany deedor deedssupplemental
thereto.

The term “SecondMortgageandHypothecation”meansthe depositof title deeds
and letter of hypothecationreferredto in recital (D) aboveandshall includeany instru-
ment or instrumentsincidentalor supplementaltheretoor in variation thereof.

Theterm“First GovernmentIndenture”meanstheindenturedated25th September
1953 hereinabovein recital (B) referredto andshall includeany deedor deedssupple-
mental thereto.

The term “Second GovernmentIndenture”meansthe indentureto be executed
by the Borroweras hereinabovein recital (F) recitedandshallincludeanydeedor deeds
supplementalthereto.

The term “National Bank loan” meansthe amountslent and to be lent to the Bor-
rowerby the NationalBankof Pakistanas hereinabovein recital (G) recited. Theterm
shall also includeany othershort term borrowing by the Borrower from any bankor
banksotherthan the NationalBankof Pakistanfor the interimfinancingof the Project.

The term “Managing Agency Agreement”shall meanthe agreement,dated31st
March 1951,betweenthe BorrowerandPakistanElectricAgenciesLimited (theManaging
Agents)andshallincludeall amendmentstheretomadebeforethedateof this Agreement
andall amendmentstheretomadeafter the dateof this Agreementwith the approvalof
the Bank.

The term “Karachi License”meansThe Karachi Electric License, 1913 granted
on 27thAugust 1913 by the Governmentof Bombayunderwhich the Borrower is the
presentlicenseeand shall includeany modificationsand extensionsthereof.

Theword “rupees”and the letters“Rs.” meanrupeesin the currencyof the Guar-

antor.

Article II

THE LOAN

Section2.01. TheBankagreesto lendto theBorrower,on thetermsandconditions
in this Agreementset forth or referred to, an amount in various currenciesequivalent
to thirteen million eight hundred thousand dollars ($13,800,000).

Section2.02. The Bank shall open a Loan Account on its books in the nameof
the Borrower and shall credit to suchAccountthe amountof the Loan. The amount
of the Loan may be withdrawnfrom the Loan Accountas providedin, andsubjectto
the rights of cancellationand suspensionset forth in, the Loan Regulationsand this
Agreement.

No. 3176



54 United Nations — Treaty Series 1956

Section2.03. The Borrower shall pay to the Bank a commitmentchargeat the
rate of three-fourthsof onepercent (3/4 of 1%) perannumon the principal amountof
the Loan not sowithdrawnfrom timeto time.

The date specifiedfor the purposesof Section2.02 of the Loan Regulationsis 60
daysafterthedateof this Agreementor theEffective Date,whichevershall betheearlier.

Section 2.04. The Borrower shallpay interestat the rateof four and five-eighths
per cent(4~/8%)per annum on the principal amountof the Loan so withdrawn and
outstandingfrom time to time.

Section 2.05. Except as the Bank and the Borrower shall otherwiseagree,the
chargepayablefor specialcommitmentsenteredinto by the Bank at the requestof the
Borrowerpursuantto Section4.02of theLoanRegulationsshallbeat the rateof one-half
of onepercent(1/3 of 1%) per annumon the principal amountof anysuchspecialcom-
mitmentsoutstandingfrom timeto time.

Section 2.06. Interestand otherchargesshall be payablesemi-annuallyon June
1 andDecember1 in eachyear.

Section 2.07. The Borrower shall repaythe principal of the Loan in accordance
with the amortizationscheduleset forth in Schedulel~to this Agreement.

Article III

USE OF PROCEEDSOF THE Lo~

Section 3.01. The Borrower shall apply the proceedsof the Loan exclusively to
financingthe cost of goodsrequired to carry out the Projectdescribedin Schedule2~
to this Agreement. The specific goodsto be financedout of the proceedsof the Loan
shall bedeterminedby agreementbetweenthe Bankand the Borrower,subjectto modi-
fication by further agreementbetweenthem.

Section 3.02. The Borrower shall causeall goods financedout of the proceeds
of the Loan to be importedinto the territoriesof the Guarantorand thereto be used
exclusively in thecarryingout of the Project.

Article IV

BONDS

Section 4.01. The Borrower shall executeand duly deliver Bonds(in registered
or bearerform as the Bankshall request)representingthe principal amountof theLoan
of the form, tenor and purport prescribedin the Trust Deedand as provided thereby
andin theLoan Regulations.All Bondsshallhavetheguaranteeof theGuarantorendorsed
thereonsubstantiallyin the form set forth in Schedule3 to the Loan Regulations.

1Seep. 70 of this volume.

‘Seep. 70 of this volume.
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Section4.02. ExceptastheBankandtheBorrowershallotherwiseagreein writing,
the Borrower shall, againstpaymentby theBank of any amountto be withdrawn from
the Loan Account pursuantto Article II of this Agreement,executeand deliver to or
on theorderof theBank, Bondsin theaggregateprincipalamountsopaid,providedthat
the Bank may, at its option, requiretheBorrower, within suchperiodnot lessthan60
daysafter the dateof any requestthereforas the Bank shall specify in suchrequest,to
executeanddeliverto or on theorderof theBank,Bondsin theaggregateprincipalamount
specifiedin suchrequest,not exceeding,however,theaggregateprincipalamountof the
Loan which shall havebeenwithdrawn andshall be outstandingandunpaidat thedate
of such requestand for which Bonds shall not theretoforehavebeen executedand
delivered.

Section4.03. The Borrower shall from time to time designateandnotify to the
Bank anauthorizedrepresentativeor representativesfor the purposesof Section6.12(a)
of the Loan Regulations.

Section 4.04. The Borrowershall effectoriginal issuesof the Bondsonly as herein
provided.

Section4.05. The BankandtheBorrower shallbe at liberty to makesucharrange-
mentsastheymayfrom timeto timemutuallyagreeasto procedurefor the issue,authen-
tication anddelivery of theBonds and sucharrangementsmay be in addition to or in
substitution for any of the provisionsof this Agreementor of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. The Borrower shall carry out andcompletetheProjectandoperate
its undertaking,including theProject,with duediligenceandefficiencyandin conform-
ity with soundengineering,financial andelectric utility practices.

Section 5.02. (a) The Borrower shall furnish to the Bank, promptly upon their
preparation,the generalplans andspecificationsand the constructionschedulefor the
Project,andanymaterialmodificationssubsequentlymadetherein.

(b) The Borrower shall maintain recordsadequateto identify thegoodspurchased
out of theproceedsof the Loan, to disclosetheusethereofin theProject,to recordthe
progressof theProject (including the cost thereof) and to reflect in accordancewith
consistentlymaintainedsoundaccountingpracticesthefinancial conditionandoperations
of the Borrower.

(c) The Borrower shall enablethe Bank’s representativesto inspect any and all
goodspurchasedout of the proceedsof the Loan, the sites, works and construction
included in the Project and all other plants,works, propertiesand equipmentof the
Borrower,and to examineany relevantrecordsanddocuments.

(d) The Borrower shall furnish to the Bank all suchinformation as the Bankshall
reasonablyrequestconcerningtheexpenditureof theproceedsof the Loan, theuseof
thegoodspurchasedtherewith,theprogressof theProjectandtheoperationsandfinancial
condition of the Borrower.
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Section5.03. (a) The Bank and the Borrower shall cooperatefully to assure
that the purposesof the Loan will be accomplished. To that end, eachparty shall
furnish to theother all suchinformationas it shall reasonablyrequestwith regardto the
generalstatusof theLoan.

(b) TheBankandtheBorrowershall from time to time exchangeviewsthroughtheir
representativeswith regard to matters relating to the purposesof the Loan and the
maintenanceof the servicethereof. The Borrower shall promptly inform the Bank of
any condition which interfereswith, or threatensto interferewith, theaccomplishment
of thepurposesof theLoan or themaintenanceof theservicethereof.

(c) The Borrowershall causeeachof its subsidiaries(if any) to observeandperform
theobligationsof theBorrowerhereunderto theextentto which thesamemaybeapplica-
ble theretoas though such obligations were binding upon each of such subsidiaries.

Section5.04. (a) The Borrower shall, as soon aspracticable,executeanddeliver
and shall procure all other necessarypartiesto executeand deliver a Trust Deed in
favorof suchTrusteesandin suchform asthe Bankmayreasonablyrequireto constitute
by way of securityfor theLoan andthe Bonds: (1) a Specific Mortgage upon all the
immovable properties,andall machinery,plant, equipment,transmissionlines, cables,
conduits,towers,appliancesandapparatus,now held or hereafteracquiredby theBor-
rower, together with all grants, easements,licenses,wayleaves,concessions,rights,
liberties, powersandprivilegesnow held or hereafteracquiredby theBorrower; (2) an
Assignmentby wayof Mortgageof theKarachi License; and (3) without prejudiceto
theforegoingaFloatingChargeuponall theBorrower’sundertakingandassets(including
all uncalledcapital), suchMortgage,AssignmentandChargeto rankin point of security,
subjectonly to themortgageandchargecreatedby or pursuantto theDebentureTrust
Deed,prior to anyother mortgage,charge,pledge, hypothecationor lien upon any of
theproperties,assetsor undertakingof theBorrower now existing or hereaftercreated,
including thosecreatedby or pursuantto theSecondMortgageandHypothecation,the
First GovernmentIndentureand theSecondGovernmentIndenture.

(b) The Borrower undertakesthat, except for the mortgageand chargecreated
by or pursuantto the DebentureTrust Deedand except as the Bank shall otherwise
agree,no mortgage,hypothecation,pledge, lien or chargeshall be createdor exist on
anyof its property,assetsor undertakingas securityfor any debt,or extendedto secure
any additional debt, rankingin priority to orpan passuwith theMortgage,Assignment
and Chargeconstitutedby theTrust Deed.

(c) TheTrustDeedshall provide(inter alia) thatno subsidiaryof theBorrowershall
at any time without the consentof the Bank Createany mortgage,chargeor security
on its undertaking,propertiesor assets(including uncalledcapital)or any part thereof
otherwisethan in favor of the Borrower and that all mortgages,chargesor securities
createdby any subsidiaryof theBorrower in favor of the Borrower shall be retainedby
the Borrower andshall not be sold, transferredor otherwisedisposedof by it and that

No. 317S



60 United Nations — Treaty Series 1956

it will not sell, transferor otherwisedisposeof anysharesfor the time beingheldby it in
any subsidiary.

(d) The Borrowershall takeall necessarystepsandshall procureall other necessary
partiesto takeall necessarystepsto ensurethatall mortgages,charges,pledges,hypoth-
ecationsandliens outstandingupon the property andassetsto be mortgaged,charged
or assignedby the Trust Deedshall be dischargedor bevaried to the reasonablesatis-
factionof theBankso asto providethattheMortgage,AssignmentandChargeconstituted
by the Trust Deed shall, subject only to the security constitutedby the Debenture
Trust Deed,rank first in point of securityupon suchpropertyandassets.

Section 5.05. (a) The Borrower shall at all times take all requisitestepsfor the
acquisition,retentionandrenewalby it of all suchlands,interestsin land andproperties
andall suchrights,powersandprivilegesasmay benecessaryor properfor theconstruc-
tion andoperationof theProject, theoperationof its otherpropertiesandthecarrying
on of its business.

(b) The Borrower shall at all timesmaintain its corporateexistenceand right to
carry on operationsandwill, exceptas theBankmayotherwiseagreein writing, maintain
andrenewall rights, powers,privilegesandfranchisesownedor held by it andnecessary
or usefulin theconductof its business.

Section5.06. No debenturesor otherobligationsof the Borrower securedby any
existingtrust deed,mortgage,charge,hypothecation,lien or pledgeshall, after the re-
spective datesprovided for their final payment,be reissuedor renewedwithout the
approvalof the Bank.

Section 5.07. Without prejudice to the provisions of Section 3.03 and Section
3.04 of the GuaranteeAgreement,theBorrower shall payor causeto be paid all taxes
(includingduties, feesor impositions),if any, imposedunderthe laws of theGuarantor
or laws in effect in its territorieson or in connectionwith the execution,issue,delivery
or registrationof the Loan Agreement,the GuaranteeAgreement,the Trust Deed or
the Bonds,or the paymentof principal, interest or other chargesthereunder;provided,
however, that the provisions of this Section shall not apply to taxation of (including
dutieslevied in respectof, or feesor impositions upon)paymentsunderany Bondto a
holderthereofotherthantheBankwhensuchBondis beneficiallyownedby anindividual
or corporateresidentof the Guarantor.

Section5.08. TheBorrowershall payor causeto bepaidall taxes(includingduties,
fees and impositions), if any, imposedunder the laws of the United Kingdom or the
country or countriesin whosecurrencythe Loan andtheBonds arepayableor laws in
effect in the territoriesof the United Kingdom or such country or countrieson or in
connection with the execution, issue,delivery or registrationof the Loan Agreement,
the GuaranteeAgreement,the Trust Deedor the Bonds.

Section5.09. Exceptas shall be otherwiseagreedbetweentheBank andthe Bor-
rower, the Borrower shall insure or causeto be insured with responsibleinsurers all
goodspurchasedwith theproceedsof theLoan. Suchinsuranceshall coversuchmarine,
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transit and other hazardsincident to delivery of the goodsinto the territories of the
Guarantor,andshall be for suchamounts,as shallbe consistentwith soundcommercial
practice. Eachcontractof insuranceshall be payablein dollarsor in thecurrencyin
which the cost of the goodsshallbe payable.

Section 5.10. The Borrower shall not consentto any actiontakenat any meeting
of Bondholdersor by written instrumentpursuantto the provisionsof the Trust Deed
whichwould changethetermsof theBondsor adverselyaffect theholdersthereofunless
the Bank shall haveexpressedin writing its approvalof such actionor such consent.

Section 5.11. The Borrower shall not, exceptas theBank and theBorrower shall
otherwiseagree,takeor concur in any actionwhichwould havetheeffect of amending,
abrogating,or assigningthe KarachiLicense.

Section 5.12. The Borrower shall not amend its Memorandumof Association
or theManagingAgency Agreementwithout the approvalof theBank.

Section 5.13. Exceptas shall beotherwiseagreedbetweentheBank andtheBor-
rower, theBorrower shall not incur or permit anysubsidiaryto incur any indebtedness
if, after the incurring of any such indebtedness,the consolidatedindebtednessof the
Borrowerandall its subsidiaries,if any,would exceedtheconsolidatedcapitalandsurplus
of theBorrower andall its subsidiariesin a ratio higherthan65 : 35.

For thepurposesof this Section:

(a) Wheneverin connectionwith this Sectionit shall be necessaryto value in termsof
Pakistancurrencyindebtednesspayablein anothercurrency,suchvaluationshall be
madeon the basis of the prevailing lawful rateof exchangeat which such other
currency is, at the time of suchvaluation, obtainablefor the purposesof servicing
such inindebtedness.

(b) The term “indebtedness”shall not include any debtmaturing not more than one
year after its date, provided, however,that the term indebtednessshall include that
part of the National Bank loan which shall from time to time be in excessof Rs.
2,000,000.

(c) The term“consolidatedindebtedness”shall meanthe totalamountof indebtedness
of theBorrower andall its subsidiaries(if any) excludingindebtednessowed by the
Borrowerto anysubsidiaryorby anysubsidiaryto theBorroweror by anysubsidiary
to anyothersubsidiary.

(d) Theterm “capital andsurplus”shallmeancapitalandsurplusdeterminedin accord-
ancewith soundaccountingprocedures.

(e) The term“consolidatedcapitalandsurplus”shall meanthetotal capitalandsurplus
of the Borrower and all its subsidiariesafter excludingsuch items of capital and
surplusas shall representequity interestby the Borrower or any subsidiaryin the
Borrower or any subsidiary.

Section5.14. The Borrower shallnot, without the consentof the Bank, incurany
indebtedness(otherthanordinaryshortterm tradeandcommercialliabilities) maturing
oneyearor lessafter its datewhich would causethe total of suchindebtednessof the
Borrower (including the National Bank loan) at any time outstandingto exceedRs.
2,000,000.
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Section 5.15. The Borrower shall not, except as otherwiseagreedby the Bank,
makeany paymenton accountof the debenturessecuredby theDebentureTrust Deed
or anypartof therespectivedebtssecuredor to be securedby theSecondMortgageand
Hypothecation,theFirst GovernmentIndentureor theSecondGovernmentIndenturein
advanceof the respectivedatesprovided thereforat the dateof this Agreement,or as
they may be extended,except from amountsraisedby the issuanceof the Borrower’s
ordinary sharesat not lessthanpar. Exceptas theBank shall otherwiseagree,no such
advancepaymentshall be madeon anyof the foregoingotherthan saiddebenturesuntil
saiddebenturesshall havebeenfully paid.

Section5.16. The Borrower shall, unless the Bank shall otherwiseagree, use
amountswithdrawnfrom theLoanAccountexclusivelyfor therepaymentof theNational
Bankloanuntil thatpartof saidloanin excessof Rs,2,000,000shall befully paid,provid-
ed, however, that this Section shall not apply to amountswithdrawn from the Loan
Accountto theextentthat theBorrowershall havemade,prior to suchwithdrawalsand
after thedateof this Agreement,paymentson accountof theNational Bank loanfrom
sourcesother than withdrawals from the Loan Account and without the incurring of
any additional indebtednessfor that purpose.

Section 5.17. Except as the Bank and the Borrower shall otherwiseagree, the
Borrowershall from time to time promptly issuefor cashat not lessthanparsuchaddi-
tional ordinary sharesas shall be sufficient to provide amounts,not otherwiseavailable,
necessaryto meetthecostsof constructionof theProjectandto provideadequateworking
capitalduring andat completionthereof.

Section5.18. The Borrower shall not issueor permit to be issuedany debentures
provided for in the DebentureTrust Deedin addition to the Rs. 3,173,000aggregate
principal amountthereofnow outstanding.

Article VI

REMEDIES OF THE BANK

Section6.01. If any event specifiedin paragraph(a) or paragraph(b) of Section
5.02 of theLoan Regulationsshall occurandshall continuefor a periodof thirty days,
or if the security constitutedby the Trust Deed shall becomeenforceable,or if any
eventspecifiedin paragraph(c) of Section5.02 of theLoan Regulationsshall occurand
shall continuefor aperiodof sixty daysafternoticethereofshall havebeengivenby the
Bank to theBorrower,then at anysubsequenttime during thecontinuancethereof,the
Bank, at its option, may declare the principal of the Loan andof all the Bonds then
outstandingto be dueand payableimmediately, and upon any such declarationsuch
principal shall becomedueandpayableimmediately,anything in this Loan Agreement,
theTrust Deedor in theBonds to thecontrarynotwithstanding.

Section 6.02. The following event is specifiedfor the purposesof sub-paragraph
(j) of Section5.02of theLoanRegulations,namely: Any eventshall happenwhichwould
haveconstitutedaviolation of anyother of theprovisionsof theLoan Agreementor the
GuaranteeAgreementif they hadbeeneffectiveon thehappeningof suchevent.
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Article VII

EFFECTIVEDATE; TERMINATION

Section 7.01. The following eventsare specifiedas additional conditions to the
effectivenessof this Agreementwithin the meaningof Section 9.01 (a) (ii) of the Loan
Regulations:

(a) The Borrowershall, to the reasonablesatisfactionof theBank, validly haveacquired
all suchlandsandpropertiesandall suchrights of way, easements,licenses,consents,
or otherrights or privilegesasmay benecessaryor requisiteto enableit to construct
andoperatetheProject,andto carryon itsundertakingor shall (to thelike satisfaction)
havemadeeffective arrangementsfor theacquisitionthereofor haveeffective powers
therefor;andtheBorrower shall havesuppliedto the Bank a certificate,satisfactory
to theBank, settingforth particularsof the foregoing.

(b) The TrustDeedshall havebeenduly executedanddeliveredandhavebecomefully
effective in accordancewith its termsand(exceptas theBank may otherwiseagree)
all documentsrequiredto be registeredunderPakistanlaw shall havebeenduly
registered.

(c) The requirementsof Section5.04 (d) hereofshall havebeenvalidly compliedwith.

(d) TheBorrowershallhavecertified in writing to the Bankthat,as of a datetobeagreed
betweenthe Borrower and the Bank, therehasbeenno materialadversechangein
its conditionsincethedateof this Agreement.

(e) The ManagingAgency Agreementshall havebeenvalidly amendedto provide for
a commissionto theManagingAgentsat a ratesatisfactoryto the Bank.

Section 7.02. Thefollowing arespecifiedasadditionalmatters,within themeaning
of Section9.02 (e) of the Loan Regulations,to be includedin the opinion or opinions
to be furnishedto theBank:

(a) That the Borrowerhasfull powerandauthorityto constructandoperatetheProject
andto carryon its undertakingandhasall necessaryrightsandpowersin connection
therewithandthatall acts, franchises,concessions,consentsandapprovalsnecessary
thereforhavebeenduly and validly performedor given.

(b) That the Borrowerhasfull power andauthority to raisemoniesby the issuanceof
Bonds and otherwiseas hereinprovided, and that all acts, consentsand approvals
necessarythereforhavebeenduly andvalidly performedor given.

(c) That,as to the landsand interestsin land specifiedin thecertificatereferred to in
Section 7.01 (a) as having beenacquired, the Borrower hasgood and marketable
title thereto; that, as to the licenses,consentsor other rights or privilegesspecified
in said certificateas having beenacquired,the Borrower has validly acquiredthe
sameandthatthesamearevalid andeffective;andthat, asto arrangementsspecified
in said certificatefor the acquisitionof anyof the foregoing,sucharrangementsare
valid and effective.

(d) That theTrust Deedhasbeenduly authorizedandexecutedanddeliveredon behalf
of the Borrower and constitutesa valid and effective Mortgage, Assignmentand
No. 3176



68 United Nations — Treaty Series 1956

Chargeenjoying priorities in accordancewith its termsandthat (saveas provided
or permittedtherein) no prior or pan passumortgage,charge,pledge,lien, hypothe-
cationor encumbrancethenexistson any part of the propertiesor assetscovered
thereby.

Section 7.03. A date 90 daysafter thedateof this Agreementis herebyspecified
for the purposesof Section9.04of the Loan Regulations.

Article VIII

MISCELLANEOUS

Section 8.01. The Closing Dateshall be June30, 1957.

Section8.02. Thefollowing addressesarespecifiedfor thepurposesof Section8.01

of the Loan Regulations:

For the Bank:

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

For the Borrower:

The Karachi ElectricSupply CorporationLimited
Electric House
ElphinstoneStreet
Karachi 3, Pakistan

IN WITNESS WHEREOF, the parties hereto, acting through their representatives
thereuntoduly authorized,havecausedthis LoanAgreementto besignedin their respec-
tive namesanddelivered in theDistrict of Columbia, United Statesof America as of
thedayandyearfirst abovewritten.

International Bank for Reconstructionand Development
By (s) EugeneR. BLACK

President

The KarachiElectric Supply CorporationLimited
By (s) A. G. KHAN

Chairman
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SCHEDULE 1

AMORTIZATION SCHEDULE

* To the extentthat any partof the Loan is repayable in a currency other thandollars (see
Loan Regulations,Section 3.02) the figures in thesecolumnsrepresentdollar equivalentsdeter-
mined as for purposesof withdrawal.

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specifiedas thepremiumspayableon repaymentin
advanceof maturityof any partof theprincipal amountof the Loan pursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof any Bondprior to its maturity
pursuantto Section6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premium

Notmore than5 yearsbeforematurity
More than 5 yearsbut not morethan 10 yearsbeforematurity
More than 10 yearsbeforematurity

SCHEDULE 2

DESCRIPTION OF THE PROJECT

TheProjectconsistsof anewthermalstationwith aninstalledcapacityof 30,000kw
to belocatedat theKarachi West Wharf; the improvementof the existingsteamstation
anddieselstation;a 66 kv singlecircuit transmissionsystemconsistingof overheadline
andundergroundcable; extensionsof the existingdistribution network;andacquisition
of equipmentfor office andstores.

Principal
Amount

Outstanding

Date
Payment Due

Payment of
Principal
(expressed

in dollars)

After Each
Payment

(expressed
in dollars) *

— — $13,800,000
December1, 1957 . $393,000 13,407,000
June1, 1958 . . . 402,000 13,005,000
December1, 1958 . 411,000 12,594,000
June1, 1959 . . . 421,000 12,173,000
December1, 1959 . 431,000 11,742,000
June1, 1960 . . . 441,000 11,301,000
December1, 1960 . 451,000 10,850,000
June1, 1961 . . . 461,000 10,389,000
December1, 1961 . 472,000 9,917,000
June1, 1962 . . . 483,000 9,434,000
December1, 1962 . 494,000 8,940,000
June1, 1963 . . . 505,000 8,435,000
December 1, 1963 . 517,000 7,918,000

Date
Payment Due

June 1, 1964
December1, 1964
June 1, 1965
December1, 1965
June1, 1966
December1, 1966
June 1, 1967
December1, 1967
June1, 1968
December1, 1968
June1, 1969
December1, 1969
June1, 1970

Payment of
Principal

(expressed
in dollars)

$529,000
541,000
554,000
567,000
580,000
593,000
607,000
621,000
635,000
650,000
665,000
680,000
696,000

Principal
.4mount

Outstanding
After Each

Payment
(expressed

in dollars) *

$7,389,000
6,848,000
6,294,000
5,727,000
5,147,000
4,554,000
3,947,000
3,326,000
2,691,000
2,041,000
1,376,000

696,000

1%
2%
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A. Ninv THERMAL STATION

The new thermalstation (“B” Station), which is expectedto be completedearly
in 1956, will include two turbo-generatorunits of 15,000 kw capacityeach,operating
with steamat 400 poundsper squareinch and 7750 F.; threesteamgeneratingunits,
eachcapableof carryingone turbo-generatorand equippedto burn either gasor oil;
condensingequipment;a circulatingwatersystem;a feed-watertreatingsystem;controls,
instrumentationand electrical equipment,includingswitchgearand transformers;and
othernecessaryappurtenancesandaccessories. Coolingwaterwill betakenfrom Karachi
Harbor.

B. IMPROVEMENT OF EXISTING GENERATING FACILITIES

1. DieselStation. The existingDieselstation will be improvedby the replacement
of parts,theaddition of an auxiliary transformerandswitchgear,theoverhaulandex-
pansionof thewatercoolingsystem,andtheacquisitionof a motor, pump, spareparts
andtools so that 9 generatingsets,including 7 now in operation,will bein propercon-
dition for continuous service.

2. Existing SteamStation. The facilities of theexisting steam(“A”) Station, will
beimprovedby renewalof parts;theinstallationof newswitchgearandthereinforcement
of busbars;the repairand overhaulof boilers andheaters;the installation of motors,
pumps,pipesandvalvesandtheacquisitionof sparepartsandtools.

C. TRANSMISSION SYSTEM

A 66kv singlecircuit transmissionring, consistingof overheadline andoil pressur-
ized undergroundcables,will beconstructedto carrytheoutputof thenewsteamstation
to SindIndustrialEstateandLandhiIndustrialEstate. Thesteeltowerswill bedesigned
for theadditionof afuturesecondcircuit. Four stepdowntransformerswill beinstalled
on the ring.

D. DISTRIBUTION NETWORK ADDITIONS

The existing distribution network will be extendedto absorbthe full capacityof
thenew and improvedgeneratingfacilities and will haveadequatereservecapacity to
handlefuture expansionof thenew steamstation.

E. EQUIPMENT FOR OFFICE AND STORES

Officeequipment,businessmachines,scales,furnitureandstoreshandlingequipment
will be acquired.
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SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 4

For the purposesof this Agreement,the provisions of Loan RegulationsNo. 4
of the Bank, datedFebruary15, 1955,are modified asfollows:

(a) The secondsentenceof Section 2.02 is amendedto readas follows:

“Such commitmentchargeshall accruefrom the date specified in the Loan
Agreementfor thepurposeof this Section,to the respectivedateson whichamounts
shall bewithdrawnby theBorrowerfrom theLoanAccountasprovidedin Article IV
or shall be cancelledpursuantto Article V.”

(1,) Section3.04 is amendedto read as follows:

“Currencies in WhichCommitmentChargeis Payable. The commitmentcharge
shall bepayableasfollows: 75%in Poundssterlingand25%in DeutscheMarks.”

(c) The following sentenceis addedat the endof Section3.05:

“Subjectto theprovisionsof paragraph(a) of Section5.13of theLoanAgree-
ment,wheneverit shall benecessaryto valuerupeesin termsof dollarsor anyother
currency,suchvalue shall be as reasonablydeterminedby theBank.”

(d) Sub-section(e) of Section5.02 is amendedto readas follows:
“(e) If thesecurityconstitutedby theTrust Deedshall becomeenforceable.”

(e) Section6.03 is deleted.

(f) Thewords“deliveredpursuantto anyrequestunderSection6.03” andthewords
“in such request”are deletedfrom Sections6.05, 6.06 and6.10.

(g) Section6.07 is amendedto readas follows:
“SECTIoN 6.07. Form of Bonds. The Bonds shall be fully registeredbonds

without coupons(hereinaftersometimescalled registeredBonds) or bearerbonds
with couponsfor semi-annualinterestattached(hereinaftersometimescalledcoupon
Bonds).Bonds deliveredto theBank shall be registeredBonds or couponBondsin
suchtemporaryor definitive form (authorizedby theTrustDeed)astheBankshall
request. RegisteredBondsandcouponBonds payablein dollars andthecoupons
attachedtheretoshall besubstantiallyin the formsrespectivelysetforth in the rrust
Deed. Bondspayablein any currencyother than dollars shall be substantiallyin
the forms respectivelysetforth in theTrustDeed,as thecasemay be,exceptthat
theyshall (a) providefor paymentofprincipal, interestandpremiumon redemption,
if any, in suchother currency,(b) provide for suchplaceof paymentas the Bank
shall specify, and (c) containsuchother modificationsas theBank shall reasonably
requestin order to conform to the lawsor to the financial usageof the placewhere
they are payable. All Bonds shall havethe guaranteeof theGuarantorendorsed
thereonsubstantially in the form set forth in Schedule3 to theseRegulations.”
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(h) Sections6.08, 6.13and6.18 andSchedules1 and2 are deleted.

(i) The following sentenceis addedat thebeginning of Section 6.09, namely:
“Except as the Bank andthe Borrower shall otherwiseagree,Bonds shall be

datedas hereinafterin this Sectionprovided.”

(j) The following new sub-sectionis addedto Section6.11, namely:

“(d) Subject to the provisions of Section 6.05 and 6.06 of theseRegulations,
Bonds payablein any currency may be exchangedwithout chargeto the Bank
for Bonds of thesameor an equivalentaggregateprincipal amount payablein the
sameor anyothercurrencyor currenciesandhavingthesameor anyothermaturity
or maturities. For thepurposesof determiningtheequivalentof onecurrencyin
termsof anotherthevalue of eachshall be as determinedby theBank.”

(k) The first sentenceof Section6.12 (a) is changedto readas follows

“The Bonds shall be signedin the nameandon behalfof theBorrower by its
authorizedrepresentativedesignatedpursuantto the Loan Agreementfor the pur-
posesof this Section.”

(1) In Section 7.01, after the words “GuaranteeAgreement”where thosewords
occur, thewords“the Trust Deed” are added.

(m) Sub-section(j) of Section7.04is amendedto readasfollows:
“(j) The provisionsfor arbitrationsetforth in this Section shall be in lieu of

anyother procedurefor the determinationof controversiesbetweenthepartiesto
the Loan Agreementand GuaranteeAgreementor any claim by any such party
against any other such party arising thereunderprovided, however, that nothing
hereinshall be deemedto precludeany of thesaid partiesfrom exercising,or in-
stituting any legal or equitableactionto enforce, any right or claim arisingout of
orpursuantto theTrustDeedor theBonds,andsubmissionto arbitrationhereunder
shall not be deemedto be a condition precedentor in any way to prejudicesuch
exerciseor other enforcementof any suchright or claim.”

(n) Paragraph6 of Section 10.01 is amendedto readas follows:

“6. Theterm ‘Borrower’ meanstheparty to theLoan Agreementto which the
Loan is made; andthe term ‘Guarantor’ meanstheDominion of Pakistan,acting
by its Governor-General.”

(o) Paragraph10 of Section10.01 is amendedto readas follows:

“The term ‘Bonds’ meansbonds issued and authenticatedpursuant to the
Trust Deed, with the guaranteeof the Guarantorendorsedthereon as provided
in theLoan AgreementandtheGuaranteeAgreement.”
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