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No. 4976. LOAN AGREEMENT’ (FOURTH RAILWAY PRO-
JECT) BETWEEN INDIA AND THE INTERNATIONAL
BANK FOR RECONSTRUCTION AND DEVELOPMENT.
SIGNED AT WASHINGTON, ON 15 JULY 1959

AGREEMENT, datedJuly 15, 1959,betweenINDIA, actingby its President
(hereinaftercalled the Borrower)andINTERNATIONAL BANK FORRECONSTRUCTION

AND DEVELOPMENT (hereinaftercalled the Bank).

Article I

LOAN REGULATIONS

Section1.01. The partiesto this LoanAgreementacceptall theprovisions
of Loan RegulationsNo. 3 of the BankdatedJune15, 1956,2subject,however,to
the modificationsthereofset forth in Schedule33 to this Agreement(saidLoan
RegulationsNo. 3 as so modified beinghereinaftercalledthe Loan Regulations),
with thesameforce andeffect asif theywere fully setforth herein.

Article II

THE Lo~

Section 2.01. The Bank agreesto lend to the Borrower,on the termsand
conditions in this Agreementset forth or referredto, an amount in ‘various
currenciesequivalentto fifty million dollars ($50,000,000.00).

Section 2.02. The Bank shallopen a Loan Account on its books in the
nameof the Borrowerandshall credit to suchAccountthe amountof the Loan.
The amountof the Loan maybe withdrawn from the Loan Accountasprovided
in, andsubjectto the rights of cancellationandsuspensionsetforth in, the Loan
Regulations.

Section2.03. TheBorrowershallpayto the Bankacommitmentchargeat
the rateof three-fourthsof oneper cent (3/4 of 1%)per annumon the principal
amountof the Loan not so withdrawn from time to time. Such commitment
chargeshallaccruefrom a datesixty daysafterthe dateof this Agreementto the

Cameinto force on 17 September1959,upon notification by theBank to the Government
of India.

‘See p. 48 of this volume.
‘p. 46 of this volume.
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respectivedateson which amountsshallbewithdrawn by 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 shallpay interestat the rate of six per cent
(6%) per annum on the principal amount of the Loan so withdrawn and
outstandingfrom time to time.

Section2.05. Exceptas the Borrowerandthe Bank shallotherwiseagree,
the chargepayable for special commitmentsenteredinto by the Bank at the
requestof theBorrowerpursuantto Section4.02of the Loan Regulationsshallbe
at the rate of one-halfof one per cent (1/2of 1%) per annumon the principal
amountof anysuchspecialcommitmentsoutstandingfrom time to time.

Section2.06. Interestandotherchargesshallbe payablesemi-annuallyon
January15 andJuly 15 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 Lo~

Section3.01. The Borrower shall causethe proceedsof the Loan to be
applied exclusively to financing the cost of goods required to carry out the
Projectdescribedin Schedule22 to this Agreement. The specific goodsto be
financedout of the proceedsof the Loan andthe methodsandproceduresfor
procurementof suchgoodsshallbe determinedby agreementbetweenthe Bor-
rowerandthe Bank,subjectto modificationby furtheragreementbetweenthem.

Section3.02. Exceptasthe Borrowerandthe Bank shallotherwiseagree,
the Borrowershallcauseall goodsfinancedout of theproceedsof the Loan to be
used in the territories of the Borrower exclusively in the carrying out of the
Project.

Article IV

BONDS

Section4.01. The Borrowershallexecuteanddeli’ver Bondsrepresenting
the principalamountof theLoan as providedin theLoan Regulations.

‘See p. 44 of this volume.
2

Seep. 46 of this volume.
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Section 4.02. A Secretaryto the Governmentof India in the Ministry of
Financeis designatedas the authorizedrepresentativeof the Borrower for the
purposesof Section 6.12 of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrowershall causethe Projectto be carriedout,
andthe operationsof the Railwaysownedandoperatedby it to be conducted,
with duediligenceandefficiencyandin conformitywith soundengineeringand
financialpractices.

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

(c) TheBorrowershall maintainor causeto be maintainedrecordsadequate
to identify thegoodsfinancedout of the proceedsof the Loan, to disclosetheuse
thereofin theProject, andto recordthe progressof the Project(including the
cost thereof)and to reflect in accordancewith consistentlymaintainedsound
accountingpracticesthe operationsand financial condition of the agency or
agenciesof the Borrower responsiblefor the constructionor operationof the
Projector artypartthereof;shallenablethe Bank’srepresentativesto inspectthe
Project, the goods,the railway propertyandequipmentownedor operatedby,
the Borrower andany relevantrecordsanddocuments;andshall furnish to the
Bank all suchinformation as the Bank shall reasonablyrequestconcerningthe
expenditureof the proceedsof the Loan, the Project,and the goods, and the
operationsand financial condition of the agencyor agenciesof the Borrower
responsiblefor the constructionor operationof theProject or any part thereof.

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 the general statusof the Loan. On the part of the
Borrower, such information shall include information with respectto financial
andeconomicconditionsin the territoriesof the Borrower andthe international
balanceof paymentspositionof the Borrower.

(b) The Borrower and the Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto thepurposesofthe
Loan andthe maintenanceof the servicethereof. The Borrowershallpromptly
inform theBank of anyconditionwhich interfereswith, or threatensto interfere
with, the accomplishmentof thepurposesof the Loan or the maintenanceof the
servicethereof.

No. 4976
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(c) The Borrower shall afford all reasonableopportunity for accredited
representativesof the Bankto ‘visit any partof theterritoriesof the Borrower for
purposesrelatedto the Loan.

Section5.03. It is themutualintentionof theBorrower andthe Bankthat
no otherexternaldebtshall enjoy any priority over theLoan 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 or of any of its political subdivisionsor of any agencyof the Borrower
or of anysuchpolitical subdivisionassecurityfor anyexternaldebt,suchlien will
ipsofacto equallyandratablysecurethepaymentof theprincipal of, andinterest
andother chargeson, the Loan andthe Bonds, andthat in the creationof any
suchlien expressprovisionwill be madeto that effect; provided, however,that
theforegoingprovisionsof this Sectionshallnot apply to : (a) any lien createdon
property,at thetimeof purchasethereof,solelyassecurityfor thepaymentof the
purchasepriceof suchproperty; (b) any pledgeof commercialgoodsto secure
debt maturingnot morethan oneyear after its dateandto be paid out of the
proceedsof saleof suchcommercialgoods;or (c) anypledgeby the ReserveBank
of India of any of its assetsin the ordinary courseof its banking businessto
secureany indebtednessmaturingnot more than oneyearafter its date.

Section5.04. The principal of, and interestand other chargeson, the
Loanandthe Bondsshallbe paid withoutdeductionfor, andfree from, anytaxes
(includig duties, fees or impositions) imposedunder the laws of the Borrower
or laws in effect in its territories; provided, however,that the provisionsof this
Sectionshallnotapply to taxationof, or dutiesor feesor impositionsleviedupon,
paymentsunderany Bond to a holderthereofother than the Bank when such
Bondis beneficiallyownedbyanindividual or corporateresidentof the Borrower.

Section5.05. The Loan Agreementandthe Bondsshallbefree from any
taxes(including duties, feesor impositions)that shallbeimposedunderthelaws
of the Borrower or laws in effect in its territorieson or in connectionwith the
execution,issue,deliveryor registrationthereofandthe Borrower shall pay all
suchtaxes(includingduties,fees or impositions),if any,imposedunderthe laws
of the country or countriesin whose currencythe Loan and the Bonds are
payableor laws in effect in the territoriesof suchcountry or countries.

Section5.06. The principal of, and interest and other chargeson, the
Loan andthe Bonds shallbe paid free from all restrictionsimposedunderthe
laws of the Borrower or laws in effect in its territories.
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Article VI

REMEDIES OF THE BANK

Section6.01. (i) If any eventspecifiedin paragraph(a) or paragraph(b) of
Section 5.02of the Loan Regulationsshalloccur andshall continuefor a period
of thirty days,or (ii) if any eventspecified in paragraph(c) of Section5.02 of the
Loan Regulationsshalloccur and shall continuefor a periodof sixty daysafter
notice thereofshallhavebeengiven by the Bank to the Borrower, then at any
subsequenttime during the continuancethereof, the Bank, at its option, may
declarethe principalof the Loan andof all the Bondsthenoutstandingto be due
and payableimmediately, and upon any such declarationsuch principal shall
becomedue and payable immediately, anything in this Agreementor in the
Bondsto thecontrarynotwithstanding.

Article VII

MISCELLANEOUS

Section 7.01. The Closing Date shallbe June30, 1960.

Section 7.02. A datesixty daysafter the dateof this Agreementis hereby
specifiedfor the purposesof Section9.04of the Loan Regulations.

Section 7.03. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations:

For the Borrower:
The Secretaryto the Governmentof India
Ministry of Finance
New Delhi, India

Alternativeaddressfor cablegramsandradiograms:

FinanceMinistry
New Delhi

Forthe Bank:
InternationalBankfor ReconstructionandDevelopment
1818 H Street,N. W.
Washington25, D. C.
United Statesof America

Alternativeaddressfor cablegramsand radiograms

Intbafrad
Washington,D. C.

Section 7.04. A Secretaryto the Governmentof India in the Ministry of
Financeis designatedfor thepurposesof Section8.03 of the Loan Regulations.
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IN WITNESSWHEREOF, thepartieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis Loan Agreementto be signed in
their respectivenamesanddeliveredin the District of Columbia,United States
of America,as of theday andyear first abovewritten.

India:
By M. C. CHAGLA

Authorized Representative

International Bank for Reconstructionand Development:
By EugeneR. BLACK

President

SCHEDULE 1

AMORTIZATION SCHEDULE

Date

PaymentDue

January15, 1963
July 15, 1963
January15, 1964
July 15, 1964
January15, 1965
July 15, 1965
January15, 1966
July 15, 1966
January15, 1967
July 15, 1967
January15, 1968
July 15, 1968
January15, 1969
July 15, 1969
January15, 1970
July 15, 1970
January15, 1971

Payment
of Principal

(expressed
in dollars)*

$866,000
892,000
919,000
946,000
975,000

1,004,000
1,034,000
1,065,000
1,097,000
1,130,000
1,164,000
1,199,000
1,235,000
1,272,000
1,310,000
1,349,000
1,390,000

Date

PaymentDue

July 15, 1971
January15, 1972
July 15, 1972
January15, 1973
July 15, 1973
January15, 1974
July 15, 1974
January15, 1975
July 15, 1975
January15, 1976
July 15, 1976
January15, 1977
July 15, 1977
January15, 1978
July 15, 1978
January15, 1979
July 15, 1979

Payment
of Principal
(expressed

in dollars) 4

$1,432,000
1,475,000
1,519,000
1,564,000
1,611,000
1,660,000
1,709,000
1,761,000
1,813,000
1,868,000
1,924,000
1,982,000
2,041,000
2,102,000
2,165,000
2,230,000
2,297,000

* To the extentthat any part of the Loan is repayablein a currencyotherthandollars (see
Loan Regulations,Section3.02), thefigures in this columnrepresentdollarequivalentsdetermined
asfor purposesof withdrawal.
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PREMIUMS ON PREPAYMENT AND REDEMPTION

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

Time of Prepaymentor Redemption Premium
Not morethan3 yearsbeforematurity 1,4 of 1%
More than3 yearsbut not morethan 6 yearsbeforematurity 1 %%
More than6 yearsbut not more than11 yearsbeforematurity 2%%
More than 11 yearsbut not morethan 16 yearsbeforematurity 31,4%

More than 16 yearsbut not morethan18 yearsbeforematurity 5%
More than 18 yearsbeforematurity 6%

SCHEDULE 2
DESCRIPTIONOF PROJECT

TheProject is theProgram,which is includedin the Borrower’sSecondFive-Year
Plan, for the rehabilitation,modernization,expansionand increasein the capacityof,
and more effective utilization of, the Railways ownedand operatedby the Borrower.
The part of theProjectto be financedwith theproceedsof theLoan is theacquisition,
for useby theBorroweron its Railways,of locomotives,rolling stock,sparepartsandother
railway materials and equipmentand servicesconnectedtherewith, with the prime
object of increasing,and improving the utilization of, the Borrower’s railway freight
haulagecapacity.

SCHEDULE 3

MODIFICATIONS OF LoAN REGULATIONS No. 3

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

(a) Section2.02 shall be deleted.

(b) The first five lines of Section5.02shall readas follows:

“SECTION 5.02. Suspensionby theBank. If any of thefollowing eventsshall
havehappenedandbe continuing, theBank may at anytime or from time to time
by noticeto theBorrower suspendin wholeor in part the right of theBorrower to
make withdrawalsfrom the Loan Account:”

(c) The last paragraphof Section5.02 shall readasfollows:

“The right of theBorrower to makewithdrawalsfrom the LoanAccount shall
continueto be suspendedin wholeor in part, as thecasemay be, until the event
or eventswhich gaverise to suchsuspensionshall haveceasedto exist or until the

No. 4976
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Bankshall havenotified theBorrower that the right to makewithdrawalshasbeen
restored,whicheveris theearlier; provided, however, that in thecaseof anysuch
notice of restoration,the right to makewithdrawalsshall be restoredonly to the
extent and subjectto the conditionsspecified in suchnotice, andno such notice
shall affector impair any right, poweror remedyof theBankin respectof anyother
or subsequentevent describedin this Section.”

(d) Section 9.03 shall readas follows:
“SECTION 9.03. Effective Date. Notwithstandingthe provisions of Section

8.01, exceptas shall be otherwiseagreedby theBorrower andtheBank, theLoan
Agreementshall comeinto force andeffect on the dateupon which theBankdis-
patchesto the Borrowernoticeof its acceptanceof the evidencerequiredby Section
9.01.”

(e) Paragraph5 of Section10.01 shall readas follows:

“5. The term ‘Borrower ‘ meansIndia, acting by its President.”

(f~Paragraph13 of Section10.01 shall readas follows:
“ 13. The term ‘externaldebt’ meansanydebtpayablein anymediumother

thancurrencyoftheBorrower,whethersuchdebtis ormaybecomepayableabsolutely
or at the option of the creditor in suchother medium.”

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONSNo.3, DATED 15 JUNE 1956

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO MEMBER GOVERNMENTS

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