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No. 4322. LOAN AGREEMENT’ (SECONDRAILWAYPRO-
JECT) BETWEEN THE INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT AND THE
ISLAMIC REPUBLICOF PAKISTAN. SIGNEDAT WASH-
INGTON, ON 18 OCTOBER1957

AGREEMENT, datedOctober 18, 1957, betweenIsLAMIc REPUBLIC OF
PAgISTAN, actingby its President(hereinaftercalledthe Borrower)andINTERNA-
TIONAL B~rKFOR RECONSTRUCTION AND DEVELOPMENT (hereinaftercalledthe
Bank).

Article I

LoAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. The partiesto this LoanAgreementacceptall theprovisions
of Loan RegulationsNo. 3 of the BankdatedJune 15, 1956,2subject,however,
to the modifications thereofset forth in Schedule32 to this Agreement(said
Loan RegulationsNo. 3 as so modified being hereinafter called the Loan
Regulations),with thesameforceandeffect as if they werefully set forth herein.

Article II

THE LOAN

Section2.01. The Bank agreesto lend to the Borrower,on theterms and
conditions in this Agreementset forth or referredto, an amount in various
currenciesequivalentto thirty-one million dollars ($31,000,000).

Section2.02. The Bank shall open a Loan Account on its booksin the
nameof theBorrower andshall credit to suchAccountthe amountof the Loan.
The amountof the Loan maybe withdrawnfrom the LoanAccountasprovided
in, andsubjectto the rights of cancellationand suspensionset forth in, theLoan
Regulations.

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

1 Came into forceon 22 January1958, uponnotificationby theBank to theGovernmentof
Pakistan.

‘Seep. 318 of this volume.
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amount of the Loan not so withdrawnfrom time to time. Suchcommitment
chargeshallaccruefrom a datesixty daysafterthe dateof 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 Borrower shall pay interest at the rate of six percent
(6%)perannumon theprincipalamountof the Loansowithdrawnandoutstand-
ing from time to time.

Section 2.05. Exceptas the Borrower andthe Bank shallotherwiseagree,
the chargepayable for special commitmentsenteredinto by the Bank at the
requestof the Borrower pursuantto Section 4.02of the Loan Regulationsshall
be at the rateof one-halfof oneper cent(1/z of 1%) perannumon the principal
amountof any suchspecialcommitmentsoutstandingfrom time to time.

Section2.06. Interest and other chargesshall be payable semi-annually
on May 15 andNovember15 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 Schedule2~to this Agreement. The specific goodsto be
financedout of the proceedsof the Loan andthe methodsandproceduresfor
procurementof such goods shall be determinedby agreementbetweenthe
Borrower and the Bank, subjectto modification by further agreementbetween
them.

Section 3.02. E:~ceptas the Borrower andthe Bank shallotherwiseagree,
theBorrower shallcauseall goodsfinancedoutof theproceedsof the Loanto be
usedin the territoriesof the Borrower exclusively in the carrying out of the
Project and in the operationof its railway facilities.

1
Seep. 316 of this volume.
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Article IV

BONDS

Section4.01. The Borrower shallexecuteanddeliver Bondsrepresenting
theprincipal amountof the Loan asprovidedin theLoan Regulations.

Section4.02. The Secretaryto the Governmentof Pakistan,Ministry of
Finance,andsuchpersonor personsasheshallappoint 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 carriedout
and the operationsof its railways to be conducted with due diligence and
efficiency and in conformity with sound railway, engineering and financial
practices.

(b) The Borrower shall causeto be furnishedto the Bank, promptly upon
their preparation,the plans andspecificationsfor the Project andany material
modificationssubsequentlymadetherein, in such detail as the Bank shall from
time to time request.

(c) The Borrower shall engageor causeto be engagedconsultantsfor the
part of theProjectdescribedin paragraph2 (iv) of Schedule2 to this Agreement.
Theselectionof the consultantsandthenatureandscopeof their responsibilities
shallbe the subjectof agreementbetweenthe Borrower andthe Bank.

(d) TheBorrower shallmaintainor causeto bemaintainedrecordsadequate
to disclosethe usemadeof thegoods,andto recordthe progressof the Project
(including the cost thereof)andto reflectin accordancewith consistentlymain-
tained soundaccountingpracticesthe operationsandfinancialcondition of the
agencyor agenciesof the Borrower responsiblefor the operationof any of the
railway propertyandequipmentownedor operatedby the Borrower or for the
carryingoutof theProjector anypartthereof;shallenablethe Bank’s representa-
tives to inspect the Project, the goods, the railway property and equipment
ownedor operatedby the Borrower and any relevant recordsand documents;
andshall furnish to the Bank all suchinformation as the Bank shall reasonably
requestconcerningthe expenditureof the proceedsof the Loan, the Project,
the goods,andthe operationsand financialconditionof the agencyor agencies
of the Borrower responsiblefor theoperationof any of the railway propertyand
equipmentowned or operatedby the Borrower or for the carrying out of the
Projector any part thereof.

No. 4322
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Section5.02. (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 generalstatusof the Loan. On the part of the
Borrower, such information shall include information with respectto financial
andeconomicconditionsin theterritoriesof the Borrower andthe international
balanceof paymentspositionof theBorrower.

(b) The Borrower and the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelatingto the purposesof
the Loan and the maintenanceof the service thereof. The Borrower shall
promptlyinform theBank of anyconditionwhich interfereswith, or threatensto
interfere with, the accomplishmentof the purposesof the Loan or the main-
tenanceof the service thereof.

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

Section5.03. It is the mutual intentionof the Borrower andtheBankthat
no otherexternaldebtshallenjoy anypriority overthe 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
Borrower as securityfor any externaldebt,suchlien will ipsofacto equally and
ratably securethe paymentof the principal of, and interestand other charges
on, the Loan andthe Bonds, andthat in the creationof any such lien express
provision will be madeto that effect, provided, however, that the foregoing
provisionsof this Sectionshallnot apply to : (i) any lien createdon property,at
the time of purchasethereof,solelyassecurityfor the paymentof the purchase
priceof suchproperty;(ii) any lien on commercialgoodsto secureadebtmatur-
ing not morethanoneyearafter the dateon which it is originally incurredandto
be paid out of the proceedsof sale of such commercial goods;or (iii) any lien
arising in theordinarycourseof bankingtransactionsandsecuringa debtmatur-
ing not morethan one year after its date.

The term “ assetsof the Borrower” asusedin this Sectionincludesassets
of the Borrower or of any of its political subdivisions or of any agencyof the
Borrower or of any such political subdivision, including the State Bank of
Pakistan.

Section5.04. The principal of, and interestand other chargeson, the
Loan and the Bonds shall be paid without deduction for, and free from, any
taxes (including duties, fees and impositions) imposedunder the laws of the
Borroweror laws in effectin itsterritories;provided,however,thattheprovisions
of this Sectionshallnotapply to taxationof or dutiesor feesor impositionslevied
upon,paymentsunderany Bondto a holder thereofother thanthe Bank when

No. 4322
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such Bond is beneficially owned by an individual or corporateresidentof the
Borrower.

Section5.05. The Loan Agreementandthe Bondsshallbe free from any
taxes(including duties, fees and impositions) that shall be imposedunder the
laws of the Borrower or lawsin effectin its territorieson or in connectionwith
the execution,issue,deliveryor registrationthereofandthe Borrower shallpay
all suchtaxesandfees,if any, imposedunderthe laws of thecountryor coun-
tries in whosecurrencythe Loan andthe Bonds arepayableor laws in effectin
the territoriesof suchcountryor countries.

Section 5.06. The principal of, and interest and other chargeson, the
Loan andthe Bonds shallbe paid free from all restrictionsimposedunderthe
laws of the Borroweror laws in effect in its territories.

Section5.07. The Borrower shall satisfy the Bank that adequatear-
rangementshavebeenmadeto insurethegoodsfinancedout of the proceedsof
the Loan against risks incident to their purchaseand importation into the
territoriesof the Borrower.

Section5.08. In the eventof thetransferof any of the railway facilities of
the Borrowerto the Governmentof aProvinceof theBorrower orto anauthority
constitutedin suchProvincefor that purpose,the Governmentof the Borrower
shall, within the limits of its constitutionalpowers, take all stepsnecessaryto
ensurethat such transfer is madeon terms and conditions which will enable
the Borrower to perform or causeto be performedits obligationsunder this
Agreementin respectof the railway facilities so transferred.

Article VI

REMEDIES OF THE BANK

Section6.01. (i) If any eventspecifiedin paragraph(a) or paragraph(b)
of Section 5.02 of the Loan Regulationsshall occur and shall continue for a
periodof thirty days,or (ii) if anyeventspecifiedin paragraph(c) or paragraph(h)
of Section 5.02 of the Loan Regulationsshall occur and shall continuefor a
periodof sixty daysafter noticethereofshallhavebeengivenby the Bankto the
Borrower, then at any subsequenttime during the continuancethereof, the
Bank, at its option, may declarethe principal of the Loan andof all the Bonds
then outstandingto be due and payable immediately, and upon any such
declarationsuchprincipal shall becomedueandpayableimmediately,anything
in this Agreementor in the Bondsto the contrarynotwithstanding.
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Article VII

MISCELLANEOUS

Section 7.01. The Closing Dateshallbe September30, 1960.

Section 7.02. A date60 days after the dateof this Agreementis hereby
specified for the purposesof Section 9.04of the Loan Regulations.

Section 7.03. The following addressesare specified for the purposesof
Section8.01 of the Loan Regulations:

For the Borrower:

Secretaryto the Governmentof Pakistan
Ministry of Finance
Karachi,Pakistan
Alternative addressfor cablegramsandradiograms:

Finpak
Karachi

Forthe Bank:

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

Alternativeaddressfor cablegramsandradiograms:
Intbafrad
Washington,D. C.

Section 7.04. The Secretaryto the Governmentof Pakistan,Ministry of
Financeis designatedfor the purposesof Section8.03 of the Loan Regulations.

IN WITNESS WHEREOF, the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis Loan Agreementto be signed in
their respectivenamesanddelivered in the District of Columbia,United States
of America,as of the day andyear first abovewritten.

Islamic Republic of Pakistan:

By Md. AL!

Authorized Representative

International Bank for Reconstructionand Development:

By EugeneR. BLACK

President

No. 4322
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SCHEDULE 1

AMORTIZATION SCHEDULE

* To the extent that any part of the Loan is repayablein a currency other than dollars (see
Loan Regulations,Section3.02)the figures in this column representdollarequivalentsdetermined
as for purposesof withdrawal.

PREMIUMS ON PREPAYMENT AND REDEMPTION

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

Time of Prepayment or Redemption Premium

Not more than 3 yearsbefore maturity
More than3 yearsbut notmorethan6 yearsbeforematurity 2%
More than 6 yearsbut not more than 11 yearsbeforematurity 3 ~%
More than 11 yearsbut not morethan 13 yearsbefore maturity 5%
More than 13 yearsbefore maturity 6%

SCHEDULE 2

DESCRIPTION OF PROJECT

1. The Projectis (a) the part of the programfor thereplacement,improvement
andexpansionof therailway facilities of the Borroweroperatedby it throughthe North
WesternRailway in West Pakistanand through the EasternBengal Railway in East
Pakistanfor theperiodendingMarch31, 1960;and (b) thecompletionto a stateof prac-
tical usefulnesswithina reasonabletimeafterMarch31, 1960of suchpartsof theprogram
as are scheduledto be still in progressat that date. The programis designedto put
suchrailwayfacilities ina soundphysicalconditionwhichwill permittheefficient utiliza-

Date PaymentDue

May 15, 1961
November 15, 1961
May 15, 1962
November 15, 1962
May 15, 1963
November 15, 1963
May 15, 1964
November 15, 1964
May 15, 1965
November 15, 1965
May 15, 1966
November 15, 1966
May 15, 1967

Payment
of Principal

(expressed
in dollars)*

$ 850,000
876,000
902,000
929,000
957,000
986,000

1,015,000
1,046,000
1,077,000
1,109,000
1,143,000
1,177,000
1,212,000

Date PaymentDue

November 15, 1967
May 15, 1968
November 15, 1968
May 15, 1969
November 15, 1969
May 15, 1970
November 15, 1970
May 15, 1971
November 15, 1971
May 15, 1972
November 15, 1972
May 15, 1973

Payment
of Principal

(expressed
in dollars) *

$1,249,000
1,287,000
1,325,000
1,364,000
1,405,000
1,447,000
1,491,000
1,536,000
1,582,000
1,629,000
1,678,000
1,728,000
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tion thereof,and is to be carriedout (a) by the improvementand expansionof such
facilities, (b) by making up arrearsin maintenanceandreplacementsand (c) by current
maintenance,all in accordancewith soundrailway standardsand practices,both as to
extent and performance.

2. The Projectincludes:
(i) reConditioning and improvement of track by the replacementandlaying of rails,

sleepers,ballast andother itemsof trackmaterial;
(ii) rehabilitation,improvementand expansionof rolling stock by the acquisitionof

diesel locomotives,railcars,locomotiveboilers,wagons,carriagesandotherrolling
stock items, including spareparts;

(iii) rehabilitation,improvement,constructionandacquisitionof signallingequipment,
bridges,workshops,railway yardsandotherrailway facilities;

(iv) the replacementby a new bridge of the existingLansdownebridgeover the Indus
River on the Rohri-HabibKot section.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 3

For the purposesof this Agreementthe provisionsof Loan RegulationsNo. 3 of
the Bank, datedJune15, 1956,shall be deemedto bemodified as follows:

(a) Section2.02 is deleted.

(1,) Section5.02 (h) is amendedto read:
“Any of the railwayfacilities of theBorrower shallhavebeentransferredto the

Governmentof a Provinceof the Borrower or to an authority constitutedin such
Provincefor that purposeon terms and conditionswhich do not assureto the
Borrower the powerto perform or causeto be performedits obligationsunder the
LoanAgreementin respectof the railway facilities so transferred.”

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONSNo. 3, DATED 15 JUNE 1956

REGULATIONS APPLICABLE TO LoANs MABE BY THE BAN1~TO MEMBER GOVERNMENTS

[Not publishedherein. See UnitedNations,Treaty Series,Vol. 280, No. 4065.]
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