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. Loan Agreement
AUG, 9, 1971
between \
KREDITANSTALT FUR WIEDERAUFBAU
‘ and

HIS MAJESTY’S GOVERNMENT OF NEPAL :
5 for :

DM 5,000,000.—
(Five Million)

(Commodities)
0{09\ (@)
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An Agreement

between
KREDITANSTALT FUR WIEDERAWFBAW, Frankfurt / Main

(hereinafter referred to as ‘Kreditanstalt’)
and

HIS MAJESTY'S GOVERNMENT OF NEPAL
(hereinafter referred to as ‘Borrower”).

PREAMBLE

In the agreement concluded between the Government of the Federal
Republic of Germany and His Majesty’s Government of Nepal (hereinafter
referred to as ‘Government Agreement’) on December 23, 1968, and the
exchange of notes of July 11, 1971 the Government of the Federal Republic
of Germany has declared its willingness to extend a long term capital aid of
up to DM 5 million. Where His Majesty’s Government of Nepal has the
intention to further the economic development of its country by imports of
commodities to meet the current civil requirements. Desiring to assist His
Majesty’s Government of Nepal in these efforts the Government of the Fede-
ral Republic of Germany has enabled His Majesty’s Government of Nepal to
obtain from Kreditanstalt out of the capital aid provided for in the Govern-
ment Agreement the following loan.

&

In consideration tkci@f the following Loan Agreement is hereby

concluded: .0 :
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Article 1
Amount and Purpose of the Loan, Transport Clause

1. In accordance with the provisions of this Agreement Kreditanstalt
undertakes to extend to the Borrower a loan not exceeding

DM 5,000,000.—
(Five million Deutsche Mark).
Qf ~ 2. In order to cover the current civil requirements of the Kingdom of
P Nepal the proceeds of the loan shall be-used exclusively for payment
- of the foreign exchange for such portion of goods imported from the
Republic of Germany, and services: connected thereto.The goods and
services to be financed from the loan shall be determined by a separate
agreement between Kreditanstalt and the Borrower.

3. The proceeds of the loan shall not be used for payment of
a) taxes and other public charges for which the Borrower is liable and
import duties; 2
4 b) goods and services from countries or areas excluded by the Govern-
ment Agreement as well'as goods originating in one of these coun-
tries of areasjorbeing'carried{by;means of transport of these countries
or areas. _

- 4. Regarding sea and air transport of passengers and goods which may
arise in connection with the granting of the loan the Borrower agrees
to leave it at the passengers and supphcrs free discretion to choose the
means of transportation subject to the provisions of Article 1, paragraph

P (3b), supra. The Borrower agrees not to ‘take any measures prejudicing

-~ or preventing the participation of German transport enterprises and, if
necessary, to grant the permissions required for a participation of Germ-
an transport enterprises.

Article II
Disbursement

1. The loan shall be disbursed upon request of the Borrower. The disburse-
ment procedure, in particular the evidence provingthe use of the loan
amounts for the purpose stipulated in this Agreement which shall be
furnished by the Borrower for the disbursement of the loan, shall be
agreed upon by a separate agreement between Kreditanstalt and the
Borrower.
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2. In the event that the loan‘ shall not have been disbursed in full by De-
cember 31, 1973, Kreditanstalt shall have the right to rcfusc to make

any or any further d1sbursemcnts
3. The Borrower shall be entitled to cancel any undisbursed-loan amount.

Article 1II

Commitment Charge, Interest and Repayment

1. The Borrower shall pay a commitment charge 6f1/4 9/ p. a. (one fourth
of one per cent per annum) on undisbursed loan amounts. The commit-
ment charge shall be calculated for a period beginning 3 months after
signing this Agreement and ending at the respective dates on which
disbursements are debited. : :

2. The loan shall bear interest at a rate of 2.5% p. a. (two and a half per
cent per annum). Interest shall be charged from the dates on which
disbursements are debited to the dates on which repayments are credited
to Kreditanstalt’s account mentioned in paragraph (11), infra.

3. Commitment charge and interest shall be payable every six months in
arrears on June 30 and on December 31, of each year. The commitment
charge has to be paid for the first time together with the first interest

payment.
4, The loan shall be repaid as follows:

December 31st, 1979 ‘DM110,000—
June 30th, 1980 DM110,000—
‘December 31st, 1980 DM110,000—
June 30th, 1981 DM110,000—
December. 31st, 1981 DM110,000—
June /. 30th, 1982 DM110,000—
December 31st, 1982 DM110,000—
June 30th, 1983 DM110,000—
December 31st, 1983 DM110,000—
June 30th, 1984 DM110,000—
December 31st, 1984 . DM110,000—
June 30th, 1985 DM110,000—
December 31st, 1985 DM110,000—
June 30th, 1986 DM110,000—
December DM110,000—

31st, 1986 ‘1,(
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June 30th, 1987 DM110,000—
December 31st, 1987 DM110,000—~
June 30th, 1988 DM110,000—
December 31st, 1988 DM110,000—
June 30th, 1989 ‘DM 110,000—
December  31st, 1989 DM110,000—
June 30th, 1990 DM110,000—
December 31st, 1990 DM110,000—
June 30th, 1991 DM110,000—
December 31st, 1991 DM110,000—
June 30th, 1992 DM110,000—
December 31st, 1992 ¢ DM110,000—

~ June 30th, 1993 DM110,000—
December 31st, 1993 DM110,000—
June 30th, 1994 DM110,000—
December 31st, 1994 DM110,000—
June 30th, 1995 DM110,000—
Pecember — 31st.:1995 DM110,000—
June 30th, 1996 DM110,000—
December 31st, 1996 DM110,000—
June ~  30th, MW DM110,000—
December 31st, 1997 DM110,000—
June 30th, 1998 DM110,000—
December 31st, 1998 DM110,000—
June 30th; 1999 DM110,000—
December 31st,; 1999 DM120,000—
June 30th, 2000 DM 120,000—
December - 31st, 2000 DM120,000—
June .~ 30th, 2001 DM120,000—
December - 31st, 2001 DM120,000—

DM5,000,000—

5. If repayments are not at Kreditanstalt’s disposal when due, Kreditans-
talt may increase the rate of interest on arrears by 2 9 p. a. during
the period of default. In case of default in payment of interest Kredi-
tanstalt reserves the right to claim damages for losses caused by the
default. This indeminification may not exceed the amount arrived at
if interest on the arrears were to be charged at the discount rate of the
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Deutsche Bundesbank prevailing at the rcépective due date plus 2 %,

6. Commitment charge, interest and extra charges on arreats, if any,
shall be calculated on the basis of a 360—day year comprising twelve :
30——day months,

7. The Borrower shall be entitled to effect in advance of the due date
thereof one or more repayments upon 30 days’ notice.

8. Without prejudice to the provisions of paragraph (10), infra, repay-
ments in advance of the due dates shall be set off against such repay- ~
ments as shall fall due last under the repayment schedule. ‘

9. Loan amounts cancelled by the Borrower pursuant to Article II, para-
graph (2), supra, shall be deducted proportionately from all repayme-
nts. The same shall apply to any amount disbursed according to Article
II, paragraph (2), supra. ; N

10. All payments made shall cover first thc commitment charge, then extra
charges on arrears according to paragraph (5), supra, then arrears on
interest, and finally overdue repayments.

11. All payments shall be remitted in'no"ether currency than Deutsche Mark
to Kreditanstalt’s account No, 50409100 with Deutsche Bundesbank,
Frankfurt/Main, no set-off against such payments being permltted

-~ Article IV

Suspension of Disbursement and Cancelation

1. Kreditanstalt shall be entitled to suspend disbursement if = .

a) commitment charge, interest payments of repayments shall not have
been received or. shall not have been received in full, when due;

b) loan amounts shall have been used for purposes other than those .
agreed upon;

¢) any other obligations of this agreement have not been met;

d) the Borrower shall fail to effect upon due date such payments to
Kreditanstalt- as may arise from other Loan Agreements or Guara-
ntees;

¢) Any extraordinary circumstances shall occur which prevent or
seriously jeopardise the fulfilment of the payment obligations ass~
umed by the Borrower under this Agreement,

q@ L
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2. Kreditanstalt shall be entitled to demand immediate repayment of all
payments principal amounts outstanding and payment of all interest
accrued and of any other incidental charges if any of the events referred
to in sub-paragraphs (a) to (e) of paragraph (1), supra, has occured
and has not been eliminated within a period to bé fixed by Kreditanstalt
which period shall not be less than 30 days.

< Article 'V

" Promissory Notes

1. In order to furnish security for the loan the Borrower shall deliver to
Kreditanstalt duly in advance of the first disbursement, 45 promissory
notes made out to the order of Kreditanstalt in accordance with a spe-
cimen to be furnished by Kreditanstalt, each of the promissory notes
covering one repayment, with the respective amounts and due dates as
scheduled in paragraph (4) of ‘Article III, supra. The promissory notes

“ shall be made payable at Kredﬂaanstalt
2. Any promissory notes whmh shall not or not yet be based upon a cor-
responding clalm arising from the Loan Agreement shall be held by‘
Kreditanstalt in trust for the Borrower. ,
3. Upon receipt qf the _respective repayments Kreditanstalt shall cancel
the promissory notes and return them to the Borrower.
J«’ Article VI ' 5
5 'Non-Discrimination Clause
- 1. The Borrower declares not to have furnished any mortgage or pledge
= of any kind-covering other long-term external debts. Therefore, no mor-

tgage or pledge shall be furnished for this loan. In the event that the

Borrowcr should provide any mortgage or pledge for any other long- -

term external debts in the future he shall grant Kredxtanstalt a mort-
gage or pledge of equal value.

2. The term “mortgage or pledge” as used in paragraph (1) , supra, com-
prises any right enabling a creditor to obtain preferential satisfaction
from specific assests or revenue of the Borrower, the Central Bank or

any of its agencies or enterprises, 2 g -
. 0 o o ‘\
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The term “long-term external debt” as used in paragraph (1), supra,
shall mean any debt which shall be payable in a currency other than
that of the Borrower and shall fall due not earlier than one. year after
the date en which it was incurred.

Article VII

Taxes, Fees and Duties

4 &

All payments due to be effectedby the Borrower under this Agreement
shall be made without any deductlons for taxcs, fees, duties or other
charges.

All taxes, fees and duties incurred by the conclusion and implementation
of this Agreement outside the Federal Republic of Germany shall
be borne by the Borrower as well as any other transfer and conversion
costs of partial loan amounts.

Article VIII

Borrowing Authority and Powers of Attorney

L.

In due time, prior to the first disbursement, evidence satisfactory to
Kreditanstalt shall be furnished proving that

a) the Borrower has met all requirements under its constitutional and
other laws for the valid and legally binding assumption of all its
obligations under this Agreement;;

b) the representatives of the Borrower signing this Agreement and the.
promissory notes have been duly authorized.

. The Secretary of the Ministry of Finance,His Majesty’s Government of -

Nepal and any persons empowered by him in writing to represent him
vis-a-vis Kreditanstalt shall be authorized to deliver and accept all
statements and to undertake all activities in connection with the im-
plementation of the Loan Agreement. The power of attorney of. such
persons shall also extend to additions to and amendments of this Agree-
ment unless the Borrower shall make statements to the contrary vis-a-vis
Kreditanstalt. The power of attorney shall only expire when its express
revocation has been received by Kreditanstalt. The Borrower shall

- furnish duly in advance of the first disbursement lcgahzcd spcclmcn

signatures of authorized persons. )
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" Article IX
e B

Execution : o

1. The Borrower shall maintain, or cause to be maintained, books and
records identifying goods and services financed from the loan. The
Borrower shall enable Kreditanstait’s representatives to inspect such
books and records and shall supply any inf‘ormation of the goods as
Kreditanstalt to inspect such books and records and shall supply any
information of the goods as Kreditanstalt ‘may-treasonably request,

2. The Borrower will give Kreditanstalt’s repres'éntatives all reasonable
facilities to inspect goods at the consignees,

3. The Borrower shall of his own accords-promptly inform Kreditanstalt
of any circumstances threatening the purpose of the loan.,

Artiéie X

Miscellaneous

1. No delay or omission in eXcreising any of Kreditanstait’s rights under
this Agreement shall be construed as a wajver thereof Or as acquiescence
in a default, Any exercise of only part of the rights or any -exercise in
part of any of the rights shall not preclude subsequent enforcement of
any such rights which have not or not fully been exercised. The invalj-
dity of one or more of the provisions of this Agreement shall not effect
th evalidity of the other provisions of this\ Agreement.

2. The Borrower shall not assign or transfer, pledge or mortgage any rights
under this Agreement.

3. Amendments and additions to and any notice or request to be made or
given under-this Agreement by the contracting parties shall be made or
‘given in writing. Any such notice or request shall be deemed to have been
duly made or given as soon as it has been delivered at the following
addresses of the respective contracting party:

For Kreditanstalt:

postal address:- Kreditanstalt fur Wiederaufbau
Palmengartenstr. 5—9

6 Frankfurt/Main

: (Federal Republic of Germany)
cable address;— Kreditanstalt Frankfurtmain

wmﬁ%%mﬁwwwmmmml |
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For the Borrower: Secretary of Finance
: His Majesty’s Government of Nepal
postal address:- - Singha Durbar '
- Kathmandu, Nepal -
cable address:- Secretary of Finance, HMG

Kathmandu, Nepal

Any change of the above addresses shall be effective if it has been receiv-
ed by the other contracting party.

4

4. This Agreement and all rights and obligations of the contracting parties
resulting from it shall be governed by German law. The place of per- —
formances shall be Frankfurt/Main. In case of doubt as to the proper
interpretation of this Agreement, the German text shall prevail.

5. The legal relationship between Kreditanstélt and the Borrower establi-
shed under this Agreement shall be terminated only after all payment
obligations of the Borrower under this Agreement have been completely
met. : ¢ ‘

6. All disputes arising from this Agreement including disputes on the vali- Lo
dity of this Agreement and of the Arbitration Agreement which cannot
be settled amicably between the ‘contracting parties shall be submitted
to arbitration in accordance ‘with the Arbitration Agreement forming
an integral part of this Agreement.

7. This Agreement shall not become legally binding until the Board of
~ Directors (Verwaltungsrat) of Kreditanstalt shall have been given the
" necessary assent.

—

~

‘Done at Frankfurt (Main), this AUG 9, 1971 in quadruplicate, two texts
each in the German and the English languages.

L

KREDITANSTALT FUR HIS MAJESTY’S GOVERNMENT .~

WIEDERAUFBAU | OF NEPAL :
sd. ¥ sd, sd.
% =~ ( ) (P.L. Rajbhandary)

ad -
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ARBITRATION AGREEMENT

~
With reference to the provision of paragraph (6), Article'X of the Loan
Agreement between the .

KREDITANSTALT FUR WIEDERAUFBAU, Frankfurt /Main
(bereinafter referred to as “Kreditanstalt’)

’

and .
HIS MAJESTY’S GOVERNMENT OF NEPAL

(hereinafter referred to as “the Borrower’)
dated AUG 9, 1971

the Kreditanstalt and the Borrower hereby agree on the following:

Article 1

All disputes arising from the Loan Agreement including disputes
on the validity of the Loan Agreement and of the Arbitration Agreement
which cannot be settled amicably by the parties, shall finally and exclusively
be decided by an Arbitration Tribunal.

Article 2

The parties to such arbitration shall be the Kreditanstalt and the
Borrower.

Article 3

1. If the partiesdo not agree upon a single arbitrator the Arbitration Trib-
unal shall consist of three arbitrators appointed as follows: one arbitrator
shall be appointed by the Kreditanstalt, a scond arbitrator by the Bo-
rrower; and a third arbitrator (hereinafter called “Chairman”) shall be
appointed by agreement of both parties or, if they shall not agree within
60 days after receipt of the request for arbitration by theudefendent, on
application of either party by the President of the International Cham-
“ber of Commerce or, failing appointment by him, by the Chairman of the
Swiss National Committee of the International Chamber of Commerce,
If either side shall fail to appoint an arbitrator such arbitrator
shall be appointed by the Chairman.

2. In case any arbitrator appointed pursuant to the foregoing provisions

shall resiﬁ% 'orfbecomﬁ_c}lunra%lc to act WWWSWW
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~appointed in the same manner as the original arbitrator. Thesuccessor
shall have all the powers and duties of such original arbitrator.

Article 4 : L

1. An arbitration proceeding may be instituted by the service of a witten
request for arbitration by one party on the other. Such request shall
contain a statement setting forth the nature of the claim the relief or =
compensation sought and the name of the arbitrator to.be appointed by

~ the claimant. ' et

2. Within 30 days after receipt of such request the defendent shall notify
the claiment of the name of the arbitrator appointed by him.

Article 5

The Arbitration Tribunal shall convene at such time.as shall be
fixed by the Chairman. The Chairman shall also determine the place of
the arbitration proceedings it the parties themselves have failed to do so
by agreement. :

Article 6

The Arbitration Tribunal “shall decide all questions relating to its
competence. It shall determine its procedure according to generally
recognised rules of procedure In any case, both parties shall be affor-
ded an oral hearifig in a regular sitting. The Arbitration Tribunal may
reach a decision notw;thstandmg any failure to appear on the part of
either party All decisions of the Arbitration Tribunal shall require the
approval of at least two arbitrators.

Article 7

The Arbitration Tribunal shall deliver its award together with its
reasons in’ writing. An award signed by at least two arbitartors shall
constitute the award of the Tribunal. Asigned counterpart of the award
shall be transmitfed to each party. The award shall be binding and final.
By signing this agreement, both parties also assume the obligation to
comply with such award.

Article 8

1 The parties shall fix the remuneration of the arbitrators and such
other persons as shall be required for the conduct of the arbitration

proceedings. & d
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2. If the parties shall not agree before the Arbitration Tribunal shall con-
vene, the Arbitration Tribunal shall fix an adequate remuneretion. Each
party shall bear its own expenses arising from the arbitration proceedings.
The costs of the Arbitration Tribunal shall be borne by the party against
whom the award is given. If neither party obtains a full award the costs
shall be borne proportionately by both parties.

3. The Arbitration. Tribunal shall finally decide onall questions concer-
ning the costs.

4. The parties shall be jointly and severally liable for the payment of the
remuneration to the persons mentioned in paragraph (1) above.

Article 9

Any notice or statement by ihe parties and the Arbitration Tribunal
in connection with the arbitration proceeding shall be made or given
in writing. Any such notice or request shall be deemed to have been duly
made or given as soon as it has been delivered at the following addresses
of the respective party:

For Kreditanstalt: :
postal address:— : Kreditanstalt fur Wiederaufbau
- Palmengartenstrasse 5—9
6 —Frankfurt/Main
¥ (Federal Republic of Germany)
cable address:— Kreditanstalt Frankfurtmain

For the Borrower: : :
postal address:— Secretary of Finance

His Majesty’s Government of Nepal

Singha Durbar, Kathmandu
(Nepal)

cable address — Secretary of Finance, HMG
Kathmandu, Nepal

Any ¢hange in the above addresses shall only be effective if it has
- been. received by the other contracting party.

“Done ‘at Frankfurt/Main this AUG 9, 1971 in.quadruplicate, -two
- originals having been drafted in Germany and two in English.

KREDITANSTALT FUR HIS MAJESTY’S GOVERNMENT
WIEDERAUFBAU St OF NEPAL
Sd. il Sd.

( ) ( ) - (P. L. Rajbhandary).
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