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No. 4600. LOAN AGREEMENT’ (SEVENYEARPLANLOAN)
BETWEEN IRAN AND THE INTERNATIONAL BANK
FORRECONSTRUCTIONAND DEVELOPMENT. SIGN-
ED AT WASHINGTON, ON 22 JANUARY 1957

AGREEMENT, datedJanuary22, 1957, betweenIRAN (hereinaftersome-
timescalledthe Borrower)and INTERNATIONAL BANK FOR RECONSTRUCTIONAND

DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS the Borrower has undertakena secondsevenyear programfor
the economicandsocialdevelopmentof Iran andhas allocatedfor the carrying
out of that programa substantialpart of the total revenuesto be derivedby it
in respectof the production, refining and sale of oil to be producedin the
southernIranian oilfields pursuantto the Agreement,datedOctober29, 1954,
betweenIran andthe National Iranian Oil Companyaspartiesof the first part
andvarious oil companiesaspartiesof the secondandthird parts(said Agree-
ment being hereinaftercalled the Oil Agreement);

WHEREAS the amount of said revenuesso allocatedwill during the early
years of the program be insufficient to cover the expenditurescontemplated
for theprogramfor thoseyears,but the deficiencyis expectedto be madeup in
the remainingyearsof the program;

WHEREAS the Governmentof Iran has by law been authorizedto borrow
for the purposeof financingthe deficiencyin anticipationof suchlaterrevenues;
and

WHEREAS the Bank has agreedto lend for suchpurposethe equivalentof
seventy-fivemillion dollars ($75,000,000).

Now THEREFORE, the partiesheretoherebyagreeas follows:

Article I

LOAN REGULATIONS; SPECIAL DEFINITIoNs

Section 1.01. The partiesto this Loan Agreementacceptall the provisions
of Loan RegulationsNo. 3 of theBank datedJune15, 1956,2subject,however,
to the modifications thereofset forth in Schedule2~to this Agreement(said
Loan RegulationsNo. 3 as so modified being hereinafter called the Loan

‘Came into force on 19 February1957, upon notification by theBankto the Governmentof
Iran.

~Seep. 150 of this volume.
Seep. 148 of this volume,
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Regulations),with the sameforceandeffect asif they werefully setforth herein.

Section1.02. Exceptwhere the context otherwiserequires,the following
terms have the following meaningswhereverusedin this Agreementor any
Schedule.hereto:

(1) The term “Plan Law” meansthe Law of Iran of 8 Esfand 1334
(February27, 1956), providing for the SecondSevenYear DevelopmentPlan
of the Borrower, togetherwith any amendmentor amendmentsthereof.

(2) The term “Plan” meansthe SecondSevenYear DevelopmentPlan
of the Borrower providedfor in thePlan Law.

(3) The term “Plan Organization” meansthe PlanOrganizationcharged
by thePlanLaw with the executionof thePlan,andshall includeany successor
organization,agencyor department.

(4) The term “Plan expenditures”shall for any period meanamounts
disbursedby the Plan Organizationduring suchperiod in accordancewith the
Plan Law for the carrying out of the Plan.

(5) The term “Plan receipts”shall for any periodmeanamounts(other
than the proceedsof the Loan) receivedby or creditedto thePlanOrganization
during suchperiodandavailableto it for the carrying out of the Plan.

(6) The term “Plan Oil Revenues” means that part of the total oil
revenues(including without limitation paymentsto the National Iranian Oil
Companyunderthe Oil Agreementand income tax) which shall be paid to or
for the benefit of the Borrower (including those creditedor to be credited by
law to thePlanOrganizationandtheNational Iranian Oil Company)asa result
of or in respectof theproduction,refiningor saleof oil producedpursuantto the
Oil Agreementand which shall be allocated or available by law to the Plan
Organizationfor the carrying out of the Plan.

(7) The term “debt service period” shall meaneach of the six-month
periodscommencingon March 16thandSeptember16th in eachyearbeginning
with 1957, and shall also include the period from the dateof this Agreement
to March 15, 1957.

(8) The term “this Agreement” shall include the Loan Regulations.

Article II
THE LOAN

Section2.01. The Bank agreesto lend to the Borrower, on the terms and
conditionsin this Agreementset forth or referred to, an amount in various
currenciesequivalentto seventy-fivemillion dollars ($75,000,000).
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Section2.02. The Bank shall open a Loan Account on its booksin the
nameof the Borrower andshallcredit to suchAccountthe amountof the Loan.
The amountof theLoan may bewithdrawnfrom the Loan Accountasprovided
in, and subject to the rights of cancellationand suspensionset forth in, this
Agreement.

Section2.03. The Borrower shallpay to the Bank a commitmentcharge
attherateof three-fourthsof onepercent(3/4 of 1 %) perannumon theprincipal
amountof the Loan not sowithdrawn from time to time.

Section 2.04. The Borrower shall pay interestat the rate of five percent
(5%) per annumon the principal amount of the Loan so withdrawn andout-.
standingfrom time to time.

Section 2.05. Interest and other chargesshall be payablesemi-annually
on March 15th and September15th in eachyear.

Section2.06. The Borrower shall repay the principal of the Loan in
accordancewith the amortization scheduleset forth in Schedule1~to this
Agreement.

Section2.07. The obligation of the Borrower to pay the principal of,
and interestandotherchargeson, the Loan andthe Bondsshallbe generaland
not limited or restrictedin any way to any particular fund or funds, or source
or sourcesof payment,by any otherprovisionsof this Agreementor otherwise.

Article III
PURPOSEOF THE LoAN

Section 3.01. The purposeof the Loan is to provide the temporary
financingrequiredby the PlanOrganizationto carry out, during the earlyyears
of thePlan,programsandprojectswhich would otherwisebe delayedin whole
or in partsolelybecausethe necessaryfundstherefor would not be availableto
the Plan Organizationuntil later in the sevenyear period provided for the
carryingout of thePlan. To that endtheLoan will be usedto cover theexcess
as it arisesof PlanexpendituresoverPlanreceiptsin the periodfrom August21,
1956 to March20, 1958, or suchotherdatesas may beagreedupon betweenthe
Bank andthe Borrower.

Article IV
WITHDRAWAL OF THE PROCEEDS OF THE LOAN

Section4.01. The Borrower shall be entitled, subjectto the provisions
of this Agreement,to withdraw from the Loan Account, from time to time, in
dollars or such other currencies(exceptcurrencyof the Borrower) as may be

‘Seep. 146 of this volume.

No. 4600



136 United Nations — Treaty Series 1958

agreedupon betweenthe Borrower and the Bank, the equivalentof such
amountsas shall be required for the purposeof the Loan, provided that in
determininganyexcessof PlanexpendituresoverPlanreceiptsfor the purposes
of this Section4.01 there shall not be takeninto account,except as the Bor-
rower andthe Bank mayotherwiseagreepursuantto Section6.02of this Agree-
ment, any Plan expendituresduring any period specified in said Section 6.02
in excessof the amount thereinspecified for that period. The Borrower and
the Bank may makearrangementsfor advanceson accountof the withdrawals
hereinprovidedfor, andshallfrom timeto timeagreewith respectto itemswhich
should be included in or excludedfrom Plan expendituresor Plan receiptsfor
the purposesof this Agreement.

Article V

BONDS

Section5.01. The BorrowershallexecuteanddeliverBondsrepresenting
theprincipal amountof the Loan asprovidedin the Loan Regulations.

Section5.02. The Minister of Financeof the Borrower andsuchperson
or personsasheshallappoint in writing aredesignatedasauthorizedrepresenta-
tivesof the Borrower for the purposesof Section6.12of the Loan Regulations.

Article VI

PARTICULAR COVENANTS

Section 6.01. (a) The Borrower shall take or cause to be taken all
appropriateactionto promotethe efficient carryingout of the Plan.

(b) The Borrower shall maintain, or causeto be maintained, books,
accountsandrecordsadequateto showPlan receiptsandexpendituresandthe
progressof the Plan; shallat the requestof the Bank enable,or takesuchsteps
asshallbenecessaryto enable,the Bank’s accreditedrepresentativesto examine
the sites, works and constructionincluded in the Plan, the operation thereof,
and any relevant records and documents;and shall furnish to the Bank all
such information as the Bank shall reasonablyrequestconcerningthe Planand
the operationthereof,andPlan receiptsandexpenditures.

Section6.02. The Plan Organizationand the Bank agreeon the impor-
tance of the appropriateschedulingof Plan expendituresin order to achieve
most efficiently and expeditiously the purposesof the Plan. The Borrower
undertakesthatPlan expendituresshallnot exceedthe equivalentof the follow-
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ing amounts for the following periods: $70,000,000 for the period from
August21, 1956 to March20, 1957; $65,000,000for the periodfrom March21,
1957 to September20, 1957; and $70,000,000for the periodfrom September21,
1957 to March 20, 1958; however,the Borrower and the Bank recognizethat
circumstancesmayindicatethat a higher levelof expenditureswould be reason-
ableandappropriateandthe Bank andthe PlanOrganizationwill from time to
time review the progressof the Plan and may from time to time agreethat
additionalPlanexpendituresin definedamountswould be reasonableandappro-
priatein thelight of (a) theneedfor maintaininga properlybalancedexpenditure
pattern for the sevenyears of the Plan as a whole, (b) the soundnessof the
projects on which the additional expendituresare to be made, and (c) the
suitability of the arrangementsfor the executionof suchprojectsandthecapacity
of the PlanOrganizationto bearthe additionaladministrativeburdensinvolved.

Section 6.03. The Borrower further undertakes that, except as the
Borrower andthe Bank may otherwiseagree,neitherthe PlanOrganizationnor
the Borrowershall, prior to March20, 1958 or suchotherdateasmay beagreed
for the purposesof Section 3.01, incur any debt other than the Loan for the
purposesof thePlan,andafter suchdate, if the Borrower or the PlanOrganiza-
tion shallproposeto incursuchdebtthey shallinform the Bank of suchproposal
and before the proposedaction is taken shall afford the Bank all opportunity
which is reasonablypracticablein the circumstancesto exchangeviews with the
Borrower and the Plan Organizationwith respectthereto. For the purposes
of this Section,debtshallbe deemedto include,without limitation, borrowings
from any source, suppliers’ credits (other than normal commercial current
accounts)andany substantialvolume of obligationswhich aredue and unpaid.

Section 6.04. (a) The Borrower shall make arrangements,satisfactory
to the Bank, for setting asidethe Plan Oil Revenues,as receivedor creditedto
or for the benefit of the Borrower or the Plan Organizationor otherwise,for
the paymentof the principal of, and interestand other chargeson, the Loan
and the Bonds. Such arrangementswhen approvedby the Bank, shall not be
changedwithout the prior approvalof the Bank.

(b) The Borrower agreesthat it will not, without the consentof the Bank,
take,or permit or consentto betaken,any actionwhich could or might prevent
or interferewith the implementationof such arrangementsor the paymentin
full from thePlanOil Revenuesof theprincipalof, andinterestandothercharges
on, the Loan andthe Bonds as they becomedue, including without limitation
any action which would result in the revenuessubject to the arrangements
approvedby the Bankpursuantto paragraph(a) of this Sectionbeinginsufficient
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during any debt service periodto pay the principal of, and interestandother
chargeson, the Loan andthe Bondspayableat the endof suchperiod.

(c) The Borrower further agreesthat it will not permit or consentto any
use or dispositionof the Plan Oil Revenuesexceptfor the purposesprovided
in thePlanLaw, including any future amendmentor amendmentsthereof.

Section6.05. (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 the part of the Bor-
rower, suchinformation shall include information with respectto financialand
economicconditions in the territories of the Borrower and the international
balanceof paymentspositionof the Borrower.

(b) The Borrower andthe Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto the purposesof
the Loan and the maintenanceof the service thereof. The Borrower shall
promptly inform the Bank of any condition which interfereswith, or threatens
to interferewith, the accomplishmentof thepurposesof theLoan or themainte-
nanceof theservicethereofor theimplementationof the arrangementsprovided
for in Section6.04 (a).

(c) The Borrower shall afford all reasonableopportunity for accredited
representativesof the Bank to visit any part of the territoriesof the Borrower
for purposesrelated to the Loan.

Section6.06. The principal of, and interest and other chargeson, the
Loan and the Bonds shall be paid without deductionfor, and free from, any
taxesor fees imposedunder the laws of the Borrower or laws in effect in its
territories; provided, however, that the provisions of this Section shall not
apply to taxationof, or fees upon,paymentsunderany Bond to a holderthereof
otherthan the Bank whensuchBond is beneficiallyownedby an individual or
corporateresidentof the Borrower.

Section6.07. The Loan Agreementandthe Bondsshallbe free from any
taxesor fees that shallbe imposedunder the laws of the Borrower or laws in
effectin its territorieson or in connectionwith the execution,issue,deliveryor
registrationthereofandthe Borrower shallpay all suchtaxesandfees, if any,
imposedunderthe laws of the countryor countriesin whosecurrencythe Loan
andthe Bondsarepayableor laws in effect in theterritoriesof suchcountryor
countries.
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Section6.08. The principal of, and interestand other chargeson, the
Loan andthe Bonds shallbe paid free from all restrictionsimposedunderthe
laws of the Borrower or laws in effect in its territories.

Article VII

REMEDIES OF THE BANK

Section 7.01. (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) of Section5.02
of the Loan Regulationsshalloccur andshall continuefor a period of sixty days
afternotice thereofshallhavebeengiven by the Bankto the Borrower, then at
any subsequenttime during the continuancethereof, the Bank, at its option,
may declarethe principal of the Loan and of all the Bonds then outstanding
to be dueandpayableimmediately,andupon anysuchdeclarationsuchprincipal
shall becomedue and payableimmediately, anything in this Agreementor in
the Bonds to the contrarynotwithstanding.

Article VIII

EFFECTIVE DATE; TERMINATION

Section8.01. The following eventsare specifiedas additional conditions
to theeffectivenessof this Agreementwithin the meaningof Section9.01 (b) of
the Loan Regulations:

The Borrower shallhavemade,or causedto be made,andthe Bank shall
haveapproved,the arrangementsprovidedfor in Section6.04 (a) of the Loan
Agreement.

Section 8.02. The following are specified as additional matters, within
the meaningof Section9.02 (c) of the Loan Regulations,to be includedin the
opinion or opinions to be furnishedto the Bank:

That the arrangementsapprovedby the Bank pursuantto Section 6.04 (a)
of the Loan Agreementare valid.

Section8.03. A date60 days after the dateof this Agreementis hereby
specified for the purposesof Section9.04 of the Loan Regulations.

Article IX

MISCELLANEOUS

Section9.01. The Closing Dateshallbe June 30, 1958.
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Section 9.02. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations:

For the Borrower:

PlanOrganization

Teheran

Iran

Alternative cable address:

Barnameh

Teheran,Iran

For the Bank:

InternationalBank for ReconstructionandDevelopment

1818 H Street,N.W.

Washington25, D. C.
United Statesof America

Alternative cable address:

Intbafrad

Washington,D. C.

Section9.03. (a) Until the Bank shall be otherwise notified by the
Borrower any noticeor requestrequiredor permitted to be given or madeby
theBank to the Borrowerpursuantto the provisionsof this Agreementor of the
Bondsshallbe deemedto havebeenduly given or madeif it is given or madeto
thePlan Organizationat the addressspecifiedin Section9.02of this Agreement.

(b) The ManagingDirector of the Plan Organizationandsuch personor
personsashe shallnominatefor the purposeare andeachof them severally is
herebydesignatedby the Borrower to sign the applicationsand requestsand
furnish the supportingdocumentationprovidedfor in Article IV of thisAgree-
ment andof the Loan Regulationsandto takeany otheractionor executeany
other documentsrequired or permitted to be taken or executedby the Plan
Organizationpursuantto this Agreementandthe Bank shallbe entitled to rely
exclusively on any such action or execution.

Section 9.04. Without prejudice to the provisions of Section 9.03 hereof
the Minister of Financeof the Borrower and the ManagingDirector of the
PlanOrganizationare,andeachof themseparatelyis, designatedfor thepurposes
of Section8.03of the Loan Regulations.
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IN WITNESS WHEREOF, the parties hereto, acting through their repre-
sentativesthereuntoduly authorized,havecausedthis Loan Agreementto be
signed in their respectivenamesand delivered in the District of Columbia,
United Statesof America, asof the day andyear first abovewritten.

Iran:

By Dr. A. AMINI

Authorized Representative

International Bank for Reconstructionand Development:

By W. A. B. ILIFF

Vice President

SCHEDULE 1

AMORTIZATION SCHEDULE

Principal Principal
Amount Amount

Outstanding Outstanding
Paymentof AfterEach Paymentof After Each

Principal Payment Principal Payment
Date (expressed (expressed Date (expressed (expressed

PaymentDue in dollars)* in dollars) * PaymentDue in dollars) * in dollars) *

March 15, 1959 . — $75,000,000 March 15, 1961 . $10,701,000 $33,736,000
September15, 1959 $ 9,937,000 65,063,000 September15, 1961 10,969,000 22,767,000
March 15, 1960 . 10,186,000 54,877,000 March 15, 1962 . 11,243,000 11,524,000
September15, 1960 10,440,000 44,437,000 September15, 1962 11,524,000 —

* To the extent that any part of theLoan is repayablein a currencyother than dollars(see
Loan Regulations,Section3.02), the figures in thesecolumnsrepresentdollar equivalentsdeter-
mined as for purposesof withdrawal.

PREMIUMS ON PREPAYMENT AN]) REDEMPTION

The following percentagesare specifiedas the premiums payableon repaymentin
advanceof maturityof any part of the principalamount of the Loan pursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof anyBondprior to its maturity
pursuantto Section6.16 of the Loan Regulations:

Time of Prepaymentor Redemption Premium

Not morethanoneyearbeforematurity
More than one yearandnot morethan two yearsbefore maturity I %
More thantwo yearsandnot morethan threeyearsbeforematurity . . . . 2%
More thanthreeyearsandnotmore thanfour yearsbefore maturity . . . . 3%
More than four yearsbeforematurity 43/~%
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SCHEDULE 2

MODIFICATIONS OF THE LoAN REGULATIONS

Forthe purposesof this Agreementthe provisionsof Loan RegulationsNo. 3 of the
Bank, datedJune 15, 1956,shallbe deemedto bemodified as follows:

(a) The following newparagraph(d) is addedto Section2.05:
“(d) Notwithstandingany otherprovisionsof this Sectionthe Borrower may

at anytimewithin six monthsbeforeany maturitydatespecified in saidamortiza-
tion schedulepay,withoutanypremiumonprepayment,theentireprincipalamount
of the Loanpayableon thatmaturitydatetogethe~rwith interestto thedateof such
paymentandupon suchpaymentinterestshall ceaseto accrueupon the principal
amount so paid.”

(b) The first two sentencesof Section 3.01 are deleted.

(c) Section3.05 is amendedto readas follows:
“SECTION 3.05. Valuationof Currencies. Wheneverit shall be necessaryfor

thepurposesof this Agreementto valueonecurrencyin termsof anothercurrency,
suchvalueshall be as reasonablydeterminedby the Bank.”

(d) Section4.01 isamendedby deletingthe first sentenceandthatpartof thesecond
sentencecommencingwith “(a)” andendingwith “or (c)”.

(e) Section4.02 is deleted.

(f) Section4.03 is amendedto readas follows:
“SECTION 4.03. Applications for Withdrawal. When the Borrower shall

desireto withdrawanyamountfrom the Loan Account, the Borrower shall deliver
to the Banka written applicationin suchform, andcontainingsuchstatementsand
agreements,as the Bank shall reasonablyrequest. The Bank shall be entitled,
but shall not be required,to rely uponany statementor certificationmadein or in
supportof any withdrawal applicationandshall be fully protectedin so doing.”

(g) Section 5.04 is deleted.

(h) Section6.07 is amendedby addingthe following sentenceat the endthereof:
“The foregoingprovisions of this Section are subject to the provisions of

paragraph(c) of Section 6.16.”

(1) Section6.16 is amendedby adding the following new paragraph:
“(c) Notwithstandingany otherprovision of this Section the Borrower may

at any time within six monthsbeforethe maturitydateof any Bond pay,without
any premium on redemption,the entire principal amountof the Loan maturing
on that date togetherwith interestaccruedthereonto the date of such payment
anduponsuchpaymentinterestshallceaseto accrueuponsuchBond. An appropriate
provisionto thiseffect shallbe insertedin the Bonds.”

(j) Paragraphs11 and 12 of Section 10.01 are deleted.
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INTERNATIONAL BANK FORRECONSTRUCTIONAND DEVELOPMENT

LOAN REGULATIONS No~3, DATED 15 JUNE 1956

REGULATIONS APPLICABLE TO LOANS M~EBY THE BANK TO MEMBER GOVERNMENTS

[Not publishedherein. SeeUnited Nations,Treaty Series,Vol. 280,p. 302.]
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