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CREDIT NUMBER 223 NEP

Development Credit
Agreements, /
(Highway “~Project)
BETWEEN
KINGDOM OF NEPAL

AND
INTERNATIONAL DEVELOPMENT ASSOCIATION
DATED /DECEMBER 21, 1970.

DEVELOPMENT“CREDIT AGREEMENT

AGREEMENT, dated DECEMBER 21,1970, between KINGDOM
OF NEPAL (hereinaftér called the Borrower) and INTERNATIO-
NAL DEVELOPMENT ASSOCIATION (hereinafter called the
Association).

ARTICLE 1
_General Conditions; Definitions

Section:1.01. The parties to this Agreement accept all the provi-
‘sions of ‘tHe{General Conditions Applicable to Development Credit
Agreements of the Association, dated January 31,1969, with the same
force and /effect,as if they were fully set forth herein, subject,
however, to the-deletion of Section 5.01 thereof (said General Condi-
tions Applicable to Development Credit Agreements of the Associa-
tion, as so modified, being hereinafter called the General
Conditions)-

Section 1.02. Wherever used dn this Agreement, unless the
context otherwise requires, the several terms defined in the General
Conditions have the respective meanings therein set forth:
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ARTICLE II
The Credit

Section 2.01. The Associafion agrees to lend to the Borrower,

on the terms and conditions in the Development Credit Agreement

set forth or referred to, an amount in various ¢urrencies equivalent
to two million five hundred thousand dollars {3@12",5{)0‘,000);

Section 2.02. Except as the Borrower ta:md_‘ﬁhe Association shall
otherwise agree, the amount of the Credit may be withdrawn from
the Credit Account in accordance with the provisions of Schedule 1

“to this Agreement for expenditures made (or, if the Association shall

so agree, to be made) in respect of the reasonable cost of goods and
services required for the Projectand te-be financed under the Deve-
lopment Credit Agreement; provided, however, that no withdrawal
shall be made on account of expendituwes in ithe ten:itories of any
country which is not a member of the Bank (other than Switzer-
land) or for goods produced gin, or services supplied from, such
territories.

Section 2.03. The Cloging Date shali be June 30, 1975 or such
other date as shall be ag eeel between the Borrower and the
Association. ‘ 2

Section 2.04. Thé Borrower shall pay to the Association a

service charge aft-the rate of three-fourths of one per cent (3/4 of

1%) per annum on the principal amount of the Credit withdrawn
and outstanding from. time to time.

Section 2.05. Service charge:s shall be payable semi-annually on
Mairch 15 and.September 15 in each year-

Section 2.06. The Borrower shall repay the principal amount
of the Credit withdrawn from the Credit Account in semi-annual
installments-payable on each March 15 and September 15 commen-
cing March.15, 1981 and ending September 15, 2020, each installment
to and ineluding the installment payable on September 15,1990 to be

one-half of one per cent (1/2 of 1%) of such principal amount, and

each installment thereafter to be one and one-half per cent (1- 1/2%)

of such principal amount,

Section 2.07- The currency of the United States of America is
hereby specnﬁed for the punposeis of Section 4.02 of the General
Conditions
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ARTICLE III
Execution of the Project

Section 3-01. The Borrower shall carry out the Preject with
due diligence and efficiency and in conformity with sotind adminis-
trative, financial and engineering practices, and shall provide; prom-

ptly as needed, the funds, facilities, services and other” resources,

required for the purpose. : :

Section 3.02. In carrying out Part D of the Project, the Bor-
rower shall employ engineering consultants mutially acceptable to
the Bomrower and the Association upon perms and conditions
satisfactory to the Association.

Section 3.03. (a) Except as the Association shall otherwise
agree, (i) the goods and services (otheér than services of consultants)
required for the Project and to be finaneed out of the proceeds of
the Credit shall be procured on fthe basis of international competitive
bidding in accordance with the Guidelines for Procurement under
World Bank Loans and IDA Credits, . published by the Bank
in August 1969, and in accordante with such other procedures as
shall be agreed between the Association and the Borrower, and (ii)
contracts for the procurement of all goods and services to be financed
out of the proceeds of thes Credit shall be subject to the prior
approval of the Association.. =

(b) The Borrower/tndertakes to insure: or make adequate
provision for insurance of, the fmported goods to be financed out of
the proceeds of the Credit against marine, transit and other hazards
incident to the acquisition, transportation and delivery thereof to
the place of use or/installation, and for such insurance any indem-
nity shall be payabletin a currency freely usable by the Borrower
to replace or repair stich goods.

(c) Except as the Association shall otherwise agree, the
Borrower shall ‘cause all goods and services financed out of the
proceeds of the Credit to be used exclusively for the Project.

Section'3.04. () The Borrower shall furnish tto the Association
promptly upon their preparation, the plans, specifications, contract
documents, construction schedules and work schedules for the
Projedt, and any material modifications or additions thereto, in such
detail as the Association shall reasonably request.

(b) The Borrower: (i) shall maintain records adequate to
record the progress of the Project (including the cost thereof) and fo
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identify the goods and services financed out of the piroceeds of the
Credit, and to disclose the use thereof in the Prioject; (ii) shall enable
the Association’s representatives to inspect the Project, the goods
financed out of the proceeds of the Credit and any. relévant records

‘and documents; and (iii) shall furnish to the Asts“bsé;fi}-’altion all such

information as the Association shall reasonably request concerning
the Project, the expenditure of the proceeds/of the Credit and the
goods and services financed out of such prodeeds.

: ART:ICLE IV
Other Coven amts

Section 4.01. The Borrower shall“eollect and record, in accor-
dance with appropriate statistieal mebhods and procedutes, such
information concerning road traffic, road construction and noad
majintemance costs as shall be reasonably required for proper plan-
ning of maintenance, improvements and extensions of its public
roads system.

Section 4.02. The Borrower,shall take all measures required
to introduce revised reguladtionls limiting the size and weight of
vehicles to those iconsistentwwith the capaecity of its road network
and to ensure that such Peggulahoms are effectively enforced.

Section 4.03. The Bafrower shall: (i) cause the roads, bridges

~and other road structizes under the jurisdiction of the Roads Depart-

ment of the Borfower’s Ministry of Works, Transport and Communi-
cations within the.regions of Bagmati, Narayani, Gandaki and
Lumbini to be adequately maintained and shall cause all necessary
repairs thereofsto be made prompily, all in accordance with sound
engineering E“ra@i.lces and (i) make all necessary arrangements,
satisfactory fto $he “Association, for the timely provision of funds,
facilities, services, equipment a:nd other resources required for that
purpose-

Seetiion 4.04. (a) In order to assist in the carrying out of Parts
A, B and/C ofthe Project, the Borrower shall engage the services
of the technical assistance team of qualified and experienced experts
described in Schedule 3 to this Agreement, as such Schedule may be
modified by agreement between the Borrower and the Association.
The terms and conditions of employment of such experts shall be

~mutually satisfactory to the Borrower and the Association.

(b) The Borrower shall furnish or cause the Association to be
furnished with the reports and recommendations of the experts
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re:fenre*d to in paragraph (a) of this Section, and shall determine in
onsultation with the Association the recommendations to'be lmple-
mented and the time table for their implementation.

(c) Upon completion of the services of the 'technfual assistance
team of experts referred to in paragraph (a) of this S@éﬁﬂn or by

December 31, 1972, whichever ghall be the earlier, thie Borrower shall :

consult with 'the Association in order to review the work of the said
technical assistance team and ito assess the Bornofwer S reqmreme:n‘as
for additional technical ass|1sbance services.

&

ARTICLE V
Consultation and Inaﬂommait*mm

Section 5. 01 The Bor-ower and the Association shall cooperate
fully to assure that the purposes of the Credit will be accomplished.
To that end, the Borrower and ithe Association shall from time to
time, at the requst of either party;

(a) exchange views through/theifwrepresentatives with regard
to the performance of their respéctive obligatoins under the Develop-
ment Credit Agreement, the administration, operations and financial
condition, in respect of the Project, of the departments or agencies
of the Borrower responsible for carrying out the Project or any part
thereof, and dther matters i"elahmg to the purposes wa the Credit; and

; (b) furnish tothe other all such information as it shall reaso-

nably request with regard to the general status of 'the Credit. On
the part of the Borrower, such information shall include information
with respect to ﬁn.agacrall and economic conditions in the territories
of the Borrower ,,,mc&udmg its balance of payments, and the external
debt of the Bonrower, of any of its political subdivisions and of any
agency of the Bdrrlower or of any such political subdivision.

Section"5.02. (a4) The Borrower shall maintain or cause to be
maintainefhrecords adequate to-reflect in accordance with consisten-
tly maintained sound accounting practices the operations and finacial
condition, in respect of the Flroject, of the departmenlts or agencies
of the Borrower responsible for carrying out the Project or any
part thereof; and shall furnish or cause to be furmished to the Asso~
ciation all such information as the Association shall reasonably
request concerning the operations and financial condition, in rersp‘eot
of the Project, of such departments or agencies,
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(b) The Borrower shall promptly inform the Association of
any condition which interferes with, or threatens to interfere with,
the accomplishment of the purposes of the Credit, the maintenance
of the service thereof, or the performance by the Borrower of its
other obligations under the Development Credit Agreement.

(c) The Borrower shall afford all reasonable opportunity for
accredited representatives of the Association to visit any part of the
territci-ies of the Borrower for purposes related to the Credit.

ARTICLE VI
Taxes and Restrictions

Section 6.01. The Principal “of, and service charges on,. the
Credit shall be paid without deduction for, and free from, any taxes
imposed under the laws of the Borrower or laws in effect in its terri-

~ tories.

Section 6.02 The Development Credit Agreement shall be free
from any taxes on or in connection with the execution, delivery or
registration thereof, imposed under the laws of the Borrower or laws .
in effect in its territories.

Section 6.03. The payment of the principal of, and service
charges on, the Credit shall be free from all restrictions, regula-
tions, controls and moratoria of any nature imposed under the
laws of the Borrower or laws in effect in its territories.

: ARTICLE VII
Remedies of the Association

Section 7.01. If any event specified in Section 7.01. of the
General Conditions shall occur and shall continue for the period, if
any, therein set forth, than at any subsequent time during the con-

- tinuance thereof, the Association, at its option, may by notice to

the Borrower declare the principal of the Credit then outstanding to
be due and payable immediately together with the service charges
thereon and upon any such declaration” such principal and service
charges shall become due and payable immediately, anything to the
contrary in the Development Credit Agreement notwithstanding.

ARTICLE VII1
Effective Date; Termination

Section 8.01. The date APRIL 1, 1971 is hereby specified for
the purposes of Section 10.04 of the General Conditions.
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Section 8.02. The obligations of the Borrower under Sectien
304 (b), 4.01, 4.02, 4.03 and 5.02 (a) of this Agreement shall termi-
nate on the date on which the Development Credit Agreement shall

terminate or on a date twenty years after the date of this Agfree-
ment, whichever shall be the earlier. :

ARTICLE IX £ &
Representative of the Borrower; Addmesses

Section 9.01. The Secretary to the Ministry of Finance of the

Borrower is designated as representative of the Borrower for the_

purposes of Setcion 9.03 of the General Conditions.
- Section 9.02. The following addresses are specified for the
purposes of Section 9.01 of the General Crondltmns
For the Borrower:
Secretary to the Mmmhy of Fmance
Singha Durbar
Kathmandu, Nepal
Cable Address:
Artha
Kathmandu
-For the Association: ,
International Development Assomatlon
1818 H Street, NaW.
Washington,(D: C 20433
United States of Amerrca
Cable- Add]:ess__
Indevas
Washington, D. C.
IN WITNESS WHEREOF, the parties hereto, acting through
- their representatives. thereunto duly authorized, have caused this
- Agreement to be signed in their respective names and to be delive-
‘red in the District of Columbia, United States of America, as of the
1 day and yea:r ﬁrs»t aubove written.
i KINGDOM OF NEPAL g2
R By Sd/ Kul Shekhar Sharma

Authorlzed Representative
IN TERN ATIONAL DEVELOPMENT ASSOCIATION
By Sd/ J. Burke‘ Knapp

Vice Pres:{:c_;lent
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SCHEDULE 1 =
Withdrawal of the Proceeds of the Credit

1. The table below sets forth the categories of items to be finan~
ced out of the proceeds of the Credit, the allocation of amounts of
#he Credit to each category and the percentage of éligible expendi-
tures so to be financed in each category: N

~ Amount of the =
Credit Allocated . %of Expenditires
(Expressed in ~ to be Financed

-Ca@i-ég_o»ry  Dollar Eq‘ziim’alent)

1. The replacement of five = 500,000 © 60% of total expendi-

read gridges under -~ tures (representing the
part A of the Project - - estimated foreign exp-
= s = - enditure component),

II. Equipment and materials 220,000  100% of foreign ex-

for erection of five , expenditures
pedestrian suspension '
bridges under Part B of
the Project " :

II. Materials for workshops, 1,550,000  100% of foreign
road maintenance and . - expenditures
workshop equipment, and '
provision of workshops,

- under Part C of the Project = :
IV. Consulting serviees 30,000 - 100% of foreign
. under Part D of the ' expenditures
Project/ "= | '

S

V. Unalogatéd = ° 200,00

_ TOTAL  2.500,000
2. For the purposes of this Schedule: ;

4 (a) the term “foreign expenditures” means expenditures for
goods produced in, or services supplied from, the territories, éﬁd in

the currency, of any member of the Bank (other than the Borrower)
or of Switzerland; '

currency of the Borower, or for goods produced in, er services -supr?

(b) the term “local expenditures” means expenditures in the
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(c) the term “total expenditures” means the aggregate of
foreign and local expenditures.

3. Notwithstanding the provisions of pargraph 1 above, n6 with-
drawls shall be made in respect of:

(a)expenditures prior to the date of this Agreement, except
that withdrawals may be made in respect of Category IV on account
of expenditures incurred after March 1, 1970; and

. (b) payments for taxes imposed by the Borrower or any of its
political subdivisions on goods or services, or on the importation,
manufacture, procurement or supply thereof, to the extent that the
amount represented by the percentage set forth in-the third column
of the table in paragraph 1 above would exceed the amount payable
net of all such taxes, such percentage shall be reduced to ensure that
no proceeds of the Credit will be withdrawn on account of payments

for such taxes.

4, Notwithstanding the allocation of an amount of the Credit
set forth in the second column of the table in paragraph 1 above:

(a) if the estimate of the expenditures under any category
shall decrease, the amount of the Credit then allocated to such Cate-
gory and no longer required therefor will be reallocated by the
Association by increasing correspondingly the unallocated amount.
of the Credit; :

(b) if the estimate of the expenditures under any Category
shall increase, the percentage set forth in the third column of the
table in paragraph 1 above in respect of such expenditures shall be
applied to the amount of such increase, and a corresponding amount
will be allocated by the Association, at the request of the Borrower,
to such Category from the unallocated amount of the Credit, sub-
ject, however, to the requirements for contingencies, as determined
by the Association, in respect of any other expenditures.

a. Notwithstanding the percentages set forth in the third column
of the table in paragraph 1 above, if the estimate of expenditures
under any Category shall increase and no proceeds of the Credit
are available for reallocation to such Category, the Association may,
by notice to the Borrower, adjust the percentage then applicable to
such expenditures in- order that further withdrawals under such
‘Category may continue until all expenditures thereunder shall have

been made.
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Description of the Project

The Project consists of the following Parts A, B, "C, and D.
Part A. The replacement of the following five ro\ad bndges

1. the Dhobi Khola bridge, located on the road between Kath-
mandu City and the City airport;

2. the Bishnumati (Balaju) bridge, located on the road bet-
ween Kathmandu and Trisuli; and

3. the Amlekhganj No. 1 bridge, the' Amlekhganj No.2 bridge
and the Parwanipur bridge, all located on the road bet-
ween Birganj and Hitaura. '

All road bridges will be designed to Nepal Cl.ass A loardmg
(28 ton trucks with two 14 ton trailers).
Part B. The supply and erection™of ﬁve pedestrian suspension
bridges at the following locations:

1. the Kabeli river, near Phidim viliage;

2. the Tamor river, near the town of Taplejung;

3. the Kali Gandaki river, near Purtighat village;

4. the Kali Gandaki' river, near Ranighat v111age and
5. the Ulli Khola river, near Gulmi village.

The suspension bridges, which will be for the use of pedess
trians and domestic ammals only, will be des1gne;d for a hve load
of 400 kg/m.2 ;

Part C. A Four-Year Road Maintenance Program concentrating on

* the three divisions of Kathmandu, Hitaura and Pokhara. The Pro-

gram will include the improvement of maintenance operations; the

vacquilsitiun of read” maintenance equipment, together with spare

parts for new and existing equipment; and the construction and
extension of workshops, together with the acquisition of workshop
machinery.

Part D Provision of engineering services to complete detailed engi-
neering, cost -estimates and bidding documents for Parts A and B
above. :

~  The Project is expected to be completed by June 30, 1974,
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: March 3, 1971
Dear Mr. Hsu Liang;

On behalf of His Majesty’s Government of Nepal, I have the
honour to refer to the following agreement reached, through friendly
consultations for the purpose of developing friendly relations of co-.
operation between China and Nepal. ‘

1. At the request of His Majesty’s Government of Nepal the
Government of the People’s Republic of China agrees to assist in
_repairing those sections of Kathmandu-Kodari Highway, which were
damaged by floods and landslides. The cost of Nepalese Rupees Two
Million and Five Hundred Thousand meeded for the repair work
will be provided in lots and installments by the Chinese Government
as a free grant in the form of commoditiesragreed by both sides and
materials such as cement needed for the repair work.

9 The Chinese Government agrees to dispatch a team of
technical personnel with ten members to render technical guidance.
Their term of service will bg from April 1, 1971 to March 31, 1972.
The expenses needed for the Chinese technical personnel will be
paid out of the above-mentioned aid amount. Their treatment and
conditions of service shall'be as per the letters exchanged between
China and Nepal in September 5, 1961.

=3, ‘the e!qui:.psmeht;s ‘and machinery necessary for the rép-airih;g
of Kathmandu-Kodari Highway will be transferred from Kath- .
mandu-Pokhara and Kathmandu-Bhaktapur Highways.

* Please a,‘c‘ceﬂp‘t:,ﬁMr. Hsu, the assurances of x'ny—hi‘g'hest considera-

- tioms. : ; ' :
(Harihar Jung Thapa)

: i) v ; Special Secretary

~ Mr. Hsd Liang ‘

Econ.o{_‘_mi#éA}C«ofgns.ell-o-r, _

Embassy of the People’s Republic

of China,

Kathmandu. :

gal
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EMBASSY OF THE PEOPLE’S REPUBLIC OF,CHINA
IN THE KINGDOM OF NEPAL
Kathmandu, March 3, 1971.

Dear Mr. H.J. Thapa,
On behalf of the Government of the People’s Republic of
China, I have the honour to confirm the following agreement reach-
ed through friendly consultations for the purpose of developing
friendly relations of cooperation between China and Nepal:

1. At the request of His Majesty’s Government of Nepal, the
Government of the People’s Republic of China agrees to assist in
repairing those sections on Kathmandu-Kodari Highway, which
were damaged by floods and landslides. The cost of Nepalese Ru-
pess Two Million and Five Hundred Thousand needed for the repair
work will be provided in lots and installments by the Chinese
Government as a free grant in the form of commodities agreed by
both sides and materials such as eement needed for the repair work.

2. The Chinese Government agrees to dispatch a team of tech-
nical personnel with ten members to render technical guidance.
Their term of service willube from April 1, 1971 to March 31, 1972.
The expenses needed for the Chinese technical personnel will be
paid out of the above-mentioned aid amount. Their treatment and
conditions of service shall be as per the letters exchanged between
China and Nepal in September 5, 1961.

3. The equipments and mlachlnery necessary for the repairing
of Kathmandu-Kodari Highway will be transferred from Kath-
- mandu-Pokhara and Kathmandu-Bhaktapur Highways.

' Please aceept,; Mr. H. J. Thapa, the assurances of my highest
considerations: :
(Hsu Liang)

Economic Counsellor,
Mr. Harihar Jung Thapa, Embassy of the People’s Republic
Special Secretary, of China in the Kingdom of Nepal
Ministry of Finance,
His Majesty’s Government of Nepal,
Kathmandu.
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