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, Agreement
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BETWEEN
KINGDOM OF NEPAL
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DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated March 22, 1972, between KINGDOM OF
NEPAL (hercinafter called the Borrower) and INTERNATIONAL DEVE-
LOPMENT 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 314 1969, with the same force
and effect as if they were fully set forth herein, subject, however, to the
deletion of Sections 5.01, 6.02 (h) and 10.03 thereof:and to the renumber-
ing of Section 6.02 (i) into 6.02 (h) thereof (said General Conditions Appli-
cable to Development Credit Agreements of the Association. as so modi-
fied, being hereinafter called the General Conditions).

Section 1.02 Wherever used in. this Agreement, unless the context

otherwise requires, the several terms defined in the general Conditions have
the respective meanings therein set forth and the following additional
terms have the following meanings:

(a) “NIDC” means the Nepal Industrial Development Corpora-
tion, established by the Nepal Industrial Development Corporation Act,
1959; ;

(b) “NIDC Arrangements” means the arrangements to be entered
into between the Borrower and NIDC pursuant to Section 3.02 (a) of
this Agreement;

(c) “Annapurna” means the Hotel de I Annapurna Pvt. Ltd, a
company organized and existing under the Company Act, 1964, of Nepal;

(d) “Annapurna Agreement” means the agreement to be entered
into between NIDC, acting for and on behalf of the Borrower, and Anna-
purna pursuant to-Section 3.02 (b) of this Agreement;

(e) fYakiand Yeti” means the Yak and Yeti Pvt, Ltd, a corpora-
tion organized and existing under the Company Act, 1964 of Nepal;

(f) “Yak and Yeti Agreement” means the agreement to be entered
into betweeen NIDC, acting for and on behalf of the Borrower, and Yak
and Yeti pursuant to Section 3.02 (b) of this Agreement; and,

(g) “NRs” means Nepalese Rupees,
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ARTICLE 11 .
The Credit

Section 2.01. The Association 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 currencies equivalent to, four million

two hundred thousand dollars ($ 4,200,000). '
Section 2.02. The amount of the Credit . may be withdrawn from

the Credit Account in accordance with the prowvisions of Schedule 1 to this
Agreement, as such Schedule shall be amended/from time to time, for ex-
penditures made (or, if the Association shalliso agree, to be made) in res-
pect of the reasonabic cost of goods and setrvices required for the Project
described in Schedule 2 to this Agreement,and to be financed under the
Development Credit Agreement; provided;, however, that, except as the
Association shall ¢ therwise agree, nowithdrawal shall be made on account
of expenditures in tii. territories of any eountry which is not a member
of the Bank (other t an Switzerland) or for goods produced in, or ser-
vices supplied from, such territories. :

Section 2.03: Except as_the Assaciation shall otherwise agree, the

goods and services (other than services of consultants) required for the
Project and to be financed.out of the proceeds of the Credit, shall be pro-
cured on the basis of international competition under procedures consistent
with the Guidelines for procurement under World Bank Loans and IDA
Credits, published-by the.Bank in August 1969 as revised in May 1971,
and in accordance with, and subject to, the provisions set forth in Schedule
3 to this Agreement. \

Section. 2.04. The Closing Date shall be September 30,1975 or

such other date as.shall be agreed between the Borrower and the Associa-
tion. :
Section 2.05. The Borrower shall pay to the Association a service

charge at 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 2.06. Service charges shall be payable semi annually on

February 1 and August 1 in each year.
Section 2.07. The Borrower shall repay the principal amount of the

Credit withdrawn from the Credit Account in semi-annual installments
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payable on each February 1 and August I commencing Atlgust 1, 1982
and ending February 1, 2022, each installment to and including the ins-
tallment payable on February 1, 1992 to be one-half of one per eent (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 2.08. The currency of the United States of America‘is hereby

specified for the purposes of Section 4.02 of the General Conditions.
Section 2.09. Except as the Borrower and the Association shall

otherwise agree, NIDC is designated as representative ©of-the Borrower
for the purposes of taking any action required of permitted to be taken
under the provisions of Section 2.02 of this Agreement and Article V of
the General Conditions.
ARTICLE 11
Execution of the Project

-
Section, 3.01. The Borrower shall exercise every right and recourse

available to it to cause Annapurna tgcarry eut and operate Part A of the
Project and Yak and Yeti to carry out and-operate Part B of the Project,
with due diligence and efficiency and in conformity with sound enginee-
ring, financial and hotel management practices.

Section 3.02. The Borrower shall:

(a) Enter into arrangements with NIDC satisfactory to the Asso-
ciation and incorporating provisions substantially similar to those set forth
in Schedule 4 to this Agreement or otherwise acceptable to the Associa-
tion, whereby NIDC will act for and on behalf of the Borrower in relen-
ding the proceeds of the Credit to Annapurna and Yak and Yeti; and

(b) cause NIDC, acting for and on behalf of the Borrower, to enter
into agreements with*Annapurna and Yak and Yeti, respectiVely, for the
relending to Annapurna of $ 2,830,000 equivalent of the proceeds of the
Credit and to'Yakand Yeti of $ 1,320,000, equivalent of the proceeds of
the Credit, such agreements to be satifactory to the Association and to in-
corporate provisions substantially similar to those set forth in Schedule
5 to this Agreement or other-wise acceptable to the Association.

Section 3.03. The Borrower shall exercise its rights under the NIDC

arrangements in such manner as to protect the interests of the Borrower and
the Associgtion and to accomplish the purposes of the Credit, and except
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as the Association shall otherwise agree, the Borrower shall not assign,
amend, abrogate or waive the NIDC Arrangements or .any provision
thereof. ‘
Section 3.04. The Borrower shall take and shall cause all its agen-

cies to take all action which shall be necessary on their part to enable
NIDC, Annapurna and Yak and Yeti to perform all of their obligations
under the NIDC Arrangements, the Annapurna Agreement and the Yak
and Yeti Agreement, respectively, and shall not take or-permit to be taken
any action which might interfere with such performance.

ARTICLE 1V
Consultation, Information and Inspection.

Section 4.01. The Borrower and the Association shall co-operate

fully to assure that the purposes of the Credit will be accomplished. To
that end, the Borrower and the Association shall from time to time, at
the request of cither party: .

(a) exchange views through their representatives with regard to
the performance of their respective oblifations under the Development
Credit Agreement, the performanee by NIDC, Annapurna and Yak and
Yeti of their obligations under the NIDC Arrangements, Annapurna
Agreement, and Yak and Yeti agreement respectively, and other matters
relating to the purposes of-the Credit; and

(b) furnish to the other all such information as it shall resonably
request with regard to the general status of the Credit. On the part of the
Borrower, such information shall include information with respect to finan-
cial and economic conditions in the territories of the Borrower, including
its balance of payments, and the external debt of the Borrower, of its poli-
tical subdivisions, if any, and of any agency of the Borrower or of any
such political subdivision.

Section. 4.02. The Borrower and the Assouatlon shall promptly

inform each other of any conditions which interferes with, or threatens to
interfere with, the accomplishment of the purposes of the Credit, the
maintenance of the service thereof, the performance by either of them of
its obligations under the Development Credit Agreement or the perfor-
mance by NIDC, Annapurna or Yak and Yeti of their obligations under
the NIDC Arrangements, the Annapurna Agreement and the Yak and
Yeti Agreement, respectively.
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Section 4.03. The Borrower shall afford all reasonable opportunity

for accredlted representative of the Association to visit any part of the
territories of the Borrower for purposes related to the Credit. /
ARTICLE V
Taxes and Restrictions

Section 5.01. 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 territories.
Section 5.02. The Development Credit Agreement shall be free-

from any taxes on or in connection with the execution, delivery or regis-
tration thereof, the Borrower or laws of the Borrewer.or laws in effectin
its territories.

Section 5.03. The payment of the principal of, and service charges
on, the Credit shall be free from all restrictions, regulations controls and
moratoria of any nature imposed under the laws of the Borrower or laws
in effect in its territories. -

ARTICLE. VI
Remedies of the Association

Section 6.01. If any evenf speeified in Section 7.01 of the General

Conditions shall occur and shall continue for the period, if any, thercin
set forth, then at any subsequent time during the continuance thereof,
the Association, at its option, may by notice to the Borrower declare the
principal of the Credit then outstanding to be due and payble immediate-
ly together with the service charges thereon and upon any such declara-
tion such principal/fand service charges shall become due and payable
immediately, anything to _the contrary in the Development Credit Agree-
ment notwithstanding.
Section 6.02. For the purposes of Section 6.02 of the General Con- .

ditions, the following additional events are specified:

(a)A default shall occur in the performance by Annapurna of
any of its obligations under the Annapurna Agreement or by Yakand
Yeti of any of its obligations under the Yak and Yeti Agreement.

(b) A default shall occur in the performance of any obligation
under any of the undertakings referred to in paragraph 18 of Schedule
5 to this Agreement.
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(c) A default shall occur in the performance by NIDC of any
of its obligations under the NIDC Arrangements.

ARTICLE VII
Effective Date; Termination

Section 7.01. The following event is specified as an additional condi-

tion to the effectiveness of the Development Credit Agreement within
the meaning of Section 10.01 (b) of the General Conditions, namely, that
the NIDC Arrangements have been entered inté, and their execution and
delivery on behalf of the respective parties have been duly authorized or
ratified by all necessary governmental and corporate action. |

Section 7.02. The following is specified~as an additional matter,

within the meaning of Section 10.02 (b) of the General Conditions, to be

included in the opinion or opinions to be furnished to the Association,
namely, that the NIDC Arrangements have been duly authorized or rati-
fied by. and executed and delivered on behalf of, the respective parties, and
constitute a valid and binding obligation of the respective parties thereto
in accordance with its terms. «

Section 7.03. The Development Credit Agreement shall not in any

event come into force and effect in respect of any part of the Credit until
the Association shall have dispatched to the Borrower notice of its accep-
tance of the (i) evidenee provided for in Sections 10.01 and 10.02 of the
General Conditions and (i) the evidence and opinions provided forin
Section 7.04 of this ‘Agreement or Section 7.05 of this Agreement, or both,
as the case may be.

Section7.04. Except as the Borrower and the Association shall

otherwise agree and subject to Section 10.01 of the General Conditions,
the Development Credit Agreement shall come into force and effect in
respect of that part of the Credit to be made available for Part A of the
Project when: :
(a) Evidence satisfactory to the Asso,ciati'on shall have been furnish-
ed to the Association that:
(i)  The Annapurna Agreement has been entered into, and its execution
and delivery on behalf of the respective parties have been duly au-
thorized or ratified by all necessary governmental and corporte: action;
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(ii) allindebtedness of Annapurna to its shareholders for money borrow-
ed shall have been discharged through the conversion of such indebted-
ness into equity shares of Annapurna: and

(iii) the undertakings, in form and substance satisfactory to the Associa-
tion, referred to in paragraph 18 of Schedule 5 to this Agreement and
relating to Annapurna shall have been entered into by the respective
shareholders of Annapurna;

(b) An opinion or opinions satisfactory to the Association of
counsel acceptable to the Association shall have been furnished to the

Association showing that:

(i) the Annapurna Agreement has been duly authorized or ratified by, '

and executed and delivered on behalf of, ‘the fespective parties and
constitutes a valid and binding obligation of the respective parties
thereto in accordance with its terms;

(i) the undertakings referred to in paragraph (a) (iii) above constitue
valid and binding obligations of the respeetive shareholders; and

(iii) Annapurna is duly organized and existing under the laws of Nepal
and has full power to own the properties and to carry on the busi-
ness which it owns and carries and proposes to own and carry on
for the purpose of Part A of the Project; that all governmental acts,
consents and approvals necessary-therefor have been duly and validly
perfofmed or given, and-that all land and interests in land necessary
therefor have been duly obtained.

(c) The Association dispatches to the Borrower notice of its accep-
tance of the evidence and opinions referred to in paragraphs (a) and (b)
above. :

Section 7.05: Except as the Borrower and the Association shall

otherwise agree and subject to Section 10.01 of the General Conditions,

the Development Credit Agreement shall come into force and effect in

respect of that part of the Credit to be made available for Part B of the

Project when:

(a) Evidence satisfactory to the Association shall have been fur-
nished to the Association that:

(i) the Yak and Yeti Agreement has been entered into, and its execu-
tion and delivery on behalf of the respective parties have been duly
authorized or ratified by all necessaryd governmental and corporate
‘action;
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(i) . all indebtedness of Yak and Yeti to its shareholders for money
borrowed shall have been discharged through the conversion of such
indebtedness into equity shares of Yak and Yeii

(iii) the undertakings, in form and substance satisfactory to the Associa-
tion, referred to in paragraph 18 of Schedule' 5 to-this Agreement
and relating to Yak and Yeti, shall have been entered into by the
shareholders of Yak and Yeti; and

(iv) arrangements satisfactory to the Association shall have been made
for the acquisition by Yak and Yeti of the land or interests in land

required for an access road to the proposed site of Part B of the
Project;

(b) An opinion or opinions satisfactory to the Association of coun-
sel acceptable to the Association shall have been furnished to the Associa-
tion showing that:

(I) The Yak and Yeti Agreement has.been duly authorized or ratified
by, and executed and delivered on behalf of, the respective parties
and constitutes a valid and binding obligation of the respective par-
ties thereto in accordance with #s'terms:; :

(IT) The undertakings reférred-to in paragraph (a) (ITI) above constitute
valid and binding obligations of the respective shareholders; and

(III) Yak and Yeti is duly erganized and existing under the laws of Nepal
and has full power to own the properties and to carry on the business
which it owns‘and carries on and proposes to own and carry on for
the purpose of Part"B of the Project: that all governmental acts,
consents andiapprovals necessary therefor have been duly and validly
performed or given; and that all land and interests in land necessary
therefor have been duly obtained.

(c) The Association dispatches to the Borrower notice of its accep-
tance of the evidence and opinions referred to in paragraphs (a) and (b)
above.

Section 7.06 The date August I, 1972 is hereby specified for the pur-

poses.of‘Seetion 10.04 of the Gerneral conditions.
Section 7.07 Notwithstanding Section 7.06 of this Agreement, if by

August 1, 1972 there shall be a portion of the Credit in respect of which
the Development Credit Agreement shall not have come into force and
effect, then all obligations of the parties hereunder with respect to such
portion of the Credit shall terminate and such portion of the Credit shall be
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deemed to be cancelled pursuant to Article VI of the General Cenditions,
unless the Association, after consideration of the reasons for the delay,
establishes a later data for the purposes of this Section. If the Association
establishes a later date for the purposes of this Section, it shall promptly
notify the Borrower of such later date. :

Section 7.08 The obligations of the Borrower under Section 3.01 of this
Agreement shall czase and determine on the date on which the Development

Credit Agreement shall terminate or on a date 24 yearsafter the date of this
Agreement, whichever shall be the earlier.

ARTICLE VIII
Representative of the Borrower ; Addresses

Section 8.01 The Secretary to the Ministry of Finance of the Borrower is

designated as representative of the Borrower for the purposes of Section
9.03 of the General Conditions.

Section 8.02 The following addresses afe specified for the purposes of
Section 9.01 of the General Conditions:
For the Boorrwer:
Secretary to the Ministry of Finance
Singha Durbar
Kathmandu, Nepal.
Cable Address:
Artha
Kathmandu. .
For the Association:
International’ Development dssociation
1818 H. SifcchpN. W.
Washington, D. C. 20433
United ‘States of America
Cable Address:
~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 delivered in  the District

of Columbia, United States of America, as of the day and year first above
written.
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KINGDOM OF NEPAL
(Sd.) Kul Shekar Sharma

By, Authonized Representative
INTERNATIONAL DEVELOPMENTAASSQCIATION

(Sd.) 4
By, Vice-President.

SCHEDULE |

Withdrawal of the Proceeds of ahe Credit

The tabic below sets forth the catsgories of items to be financed
out of the procceds of the Credit, the ai%aéation of amounts of the Credit
to each category and the percentaged ol eligibic expenditures so to be
financed in cach category:

Amountof the Credit
Allocated (Expressed 9] of Expenditures
Category in Dollar Equivalent) to be Financed
1. Civil Works for Part A off ™%, = 70% of total expen-
, 2,100,000 ditures (representing
the estimated foreign
exchange component)

the Project.

1. Equipment and.F urniture
for Part A of the 100% of total ex-
: 640,000 p=nditures.

Project.
[11. Professional Services,
Technnical Assistance . b
and Préopening Expenses
for Part'A of the Project. 140,000 1009 of foreign ex-

_ penditures
[V. Qivil Works for Part B
of the Project. 1,000,000 709, of total expen-
8 ditures (representing
the estimated foreign
exchange component)
V. Equipment and Furniture

for Part B of the Project. 250,000 100 9%of total expen-
: : ditures,
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VI. Professional Services and
Precopening Expenses for

Part B of the Project. 70,000 1007, of foreign cx-
: ~ penditures
TOTAL 4,200,000

2. For the purposes of this Schedule:

_ (a) The term ‘‘foreign expenditures” means expgnditares for goods
produced in, or services supplied from, the territories,/apdan_the currency,
of any country other than the Borrower; and .

(b) the term “total expenditures” means thesaggregate of foreign ex-
penditures and of expenditures for goods pioduCed 1M=0T services supp-
lied from, the territories of the Borrower,

3. Notwithstanding the provisions of ‘patagraph 1 above, no with-
drawals shall be made in respect of:

(a) expenditures prior to the date of this Agreement, except that
withdarawals may be made in respectgof Category IIL on account of
expenditures incurred after January [.%972.%n an aggregate amount
not exceeding $ 45,000 equivalent;

(b) expenditures in respect ofwequipment and furniture included-

in Categories 1l and V exceeding (1) in the case of imported equipment
and furniture, the cif cost f%YSuch equipment at the Borrower's
point for entry and (i) in the ease of equipment and furmture produced
in the territories of the Borrower the ex-factory cost of such equipment;
and

(c) Payments for taxes imposed under the laws of the Borrower of
laws in effect in its tersitories on goods or services, or on the importation,
manufacture, procurement ox supply thercof. To the extent that the amount
“represented by the p1ecentage set forth in the third column of the table in
paragraph 1 above in_respect of any Category would exceed the amount
payable net of all such-taxes, such percentage shall be reduced to ensure that
no proceeds of the eredit 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 I above, if the Associa-
tion shall have reasonable determined that the procurement of any item inany
Category is inconsistent with the procedures set forth or referred to in Section
2.03 of this Agreement, no expenditures for such item shall be financed out
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of the proceeds of the Credit, and the Association may, without in any way
restricting or limiting any other right, power or remedy of the Association
under the Development Credit Agreement, by notice to the Borrower, cancel
such amount of the Credit as in the Association’s reasomable opinion,
represents the amount of such expenditures which would ~otherwise have
been cligible for financing out of the proceeds of the Credit.

SCHEDULE, 2
Description of the Project

The Project consists of the following Parts:

A. The existing Hotel de I' Annapurna in | Kathmandu will be expan-
ded to provide a total of approximately 240 double rooms, as well as improved
mechanical systems and additional cating, service and recreational facilities.
Approximately 80 of the existing rooms will be remodelled and refurnished. -

R. A new hotel in kathmandu,expected to be called the Yak and Yeti
Hotel. will be constructed, equipped and furnished, providing approximately
25 single rooms, 85 double rooms/and 6 suites, as well as eating, service and
recreational facilities. Existing facilities.will be improved, and an access
road will be constructed.

The Project is expected torbe completed by the end of 1974,

SCHEDULE 3
Procurement

|. The procurement of goods and services for Part A of the Project
will be carried out bysAnnapurna and for Part B of the Project by Yak
and Yeti. Documentation reéquired under this Schedule 3 will be furnished to
the Association through NIDC.

2. With respeet to any contract for civil works or for furniture and
cquipment estimated to cost the equivalent of dollar 50,000 or more.

(a) Bidders for civil works contracts will be prequalified in accor-
dance with paragraph 1.3 of Guidelines referred to in Section 2.03 of this
Agreement. :

(b) As tobidders for civil works contracts, the Association shall,
before qualification is invited, be informed in detail of the procedure to be
followed and such modifications shall be introduced in said procedure as the
Association shall ressonably request. The list of prequalified bidders, together
with a statement of their qualifications and of the reasons for the exclusion
of any applicant for prequalification, shall be furnished to the Association
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for its comments before the applicants are notified , and such additions or
deletions form the said list shall be made as the Association shall reasonably
request. / 2
(c) Before bids are invited, the Association shall be i‘t1i'nis}:sec!, for its
comments, the text of the invitations to bid and the speciﬁcatioﬁs and other
bidding documents, together with a description of the adyerlising procedures
to be followed for the bidding, and such modifications in.the said documents
or procedure shall be made as the Association shall réasonably request.
Any further modification to the bidding documents shall require the Associa-
tion’s concurrence before it is issued to the prospective bidders.

(d) After bids have been received and évaluated and before a final
decision on the award is made, the Associatien shall be informed of the
name of the bidder to whom it is intended fotaward the contract and shall
be furnished, in sufficient times for its review, a defailed report on the evalua-
tion and comparison of the bids received, together with the recommen-
dation for award of the consultants to the company. The Association shall,
if it determines that the intended award would be inconsistent with the
procedures set forth or referred to in Seetion 2.03 of this Agreement, prom-
ptly inform NIDC and the company making the award and state the reasons
for such determination. ‘

(e) The terms and conditions of the contract shall not, without the
Association’s concurrence, materially differ from those on which bids were
asked. o &

(f) Two confornied -copies of the contract shall be furnishea to tha
Association promptly after its.execution and prior to the submission to the
Association of the figst appllication for withdrawal of funds from the Credit
Account in respect oftany such contract.

3. With respect to any other contract for furniture and equipment,
the Association’ shall be furnished, promptly after its execution and prior to
the submission to.the Association of the first application for withdrawal of
funds from/the Credit Account in respect of any such contract, with two
conformed copies of such contract, together with the analysis of bids, reco-
mmendations for award and such other information as the Association shall
reasonably request. The Association shall, if it determines that the award
of the contract is not consistent with the procedures set forth or referred to
in Section 2.03 of this Agreement, promptly inform NIDC and the company
making the award and state the reasons for such determigation,

AT AT AT FANTETE THTIOS Tt AT A1 &As)

~



Jq1s TWER W Y (=1)

4. For the purpose of evaluating bids for furniture and equipment
included in Categories 11 and V of the table set out in paragraph 1 of Schedule
1 to this Agreement, bid prices shall be determined and compared in accor-
dance with the following rules: iy

(a) the term “Local Bid ~ means a bid submitted by a manufacturer
established in the territories of the Borrower for goods.manufactured or
processed to a substantial extent (as reasonably deterrtingd by the Associa-
tion) in such territories; any other bid shall be deemed to be a “Foreign Bid”.

(b) the bid price under a Local Bid shall be the sum of the following
amounts:

(i) the ex-factory price of such goods; a_;;;é

(i) inland freight, insurance and other costs~of delivery of sqgh goods
to the place of their use or installation; :

(c) for the purpose of comparing any-Foreign Bid with any Local
Bid, the bid price under a Foreign. Bid shatt-be the sum of the following
amounts; N :

(i) the c. i. f. price of such goods;

(i) the amount of any taxes on the importation of such goods into the
territories of the Borrower. which generally apply to non-exempt
importers, or 15 % of the.amount specified in (i) above, whichever
shall be the lower, and , '

(i) inland freight, insurance and other costs of delivery of such goods
to the place of dheir use of installation, :

, SCHEDULE 4
Provisions to be Included in the NIDC Arrangements

The NIDC Arrangements between the Borrower and NIDC shall
include provisions substantially as follows: »

1. NIDE shall act for and on behalf of the Borrower in relending
the proceeds oftghe Credit to Annapurna and Yak and Yeti to be applied
to the carrying out of the Project. :

2./T8r this purpose NIDC shall enter into agreements with Anna-
purna/and Yak and Yeti in-corporating provisions substantially similar to
those'sct forthiin Schedule S to this Agreement. i :

3. NIDC shall (a) administer the loans to Annapurna and Yak

and Yeti with due diligence and efficiency and in conformity with sound
financial practices and (b) exercise its rights under the Annapurna Agreement
and the Yak and Yeti Agreement in such manner as to protect the interests

of the Borrower and the Association and to accomplish the purposes of the
Credit. o
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4. Except as the Borrower and the Association shall otherwise agree,
NIDC shall not assign, amend, abrogate or waive the Annapurna Agreement
or the Yak and Yeti Agreement or any provision of either.

5. Upon receiving payments of principal, interest or other charges
pursuant to the Annapurna Agreement and the Yak and Yeti Agreement,
NIDC shall, subject to the provisions of paragraph 7 below, promptly pay
over to the Borrower the entire amounts of such payments received.

6. NIDC shall obtain and administer the mortgages referred to in

paragraph 19 of Schedule 5 to this Agreement for and on behalf of the
Borrower. -

- 7. Asa service charge for the services to be rendered by NIDC under
the NIDC Arrangements the Borrower shall pay to. NIDC in NRs the equi-
valent of $ 20,000 annually for the four-year period following the date of
the conclusion of the NIDC Arrangements and-the equivalent of $ 4,000
annually thereafter until the termination of the NIDC Arrangements. Such
service charge shall be accrued until NIDC begins to receive interest pay-
ments on the loans under the Annapurna Aggéement and the Yak and Yeti
Agreement. Thereafter NIDC shall retain from interest payments to be
transmitted to the Borrower amounts due NIDC on account of service
charge. »

8. (a) NIDC shall maintain ‘récords adequate to reflect in accor-
dance with sound accounting practices all financial transactions of NIDC
with respect to the loans made under the Annapurna Agreement and the
Yak and Yeti Agreement and shall enable the representatives of the
Borrower and the Association to inspect such records.

(b) NIDC shall furnish to the Borrower and the Association all
such information as the Borrower and the Association shall reasonably
request concerning the status of the loans made under the Annapuina
Agreement and the Yak and Yeti Agreement and the performance by NIDC
of its obligations nnder the NIDC Arrangements. :

9. NIDC and the Borrower shall cooperate fully to assure that the
purposes of the NIDC Arrangements will be accomplished. They shall from
time to time exchange views through their representatives and with the
Association’s representatives with regard to matters relating to the purposes
of the NIDC Arrangements. NIDC shall promptly inform the Borrower and
the Association of any condition which interferes with, or threatens to in-
terfere with, the accomplishment of the purposes of the NIDC Arra ngements
or the performance by NIDC of its obligations under the NIDC Arrange-
ments, :

R
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10. The NIDC Arrangements shall enter into force and effect upon
the entry into force and effect of the Development Credit Agreement in respe-
ct of any part of the Credit and shall terminate when all amounts payable on
account of principal, interest and other charges in respect of the loans made
pursuant to the Annapurna Agreement and the Yak and Yeti Agreement
have been paid.

SCHEDULE 5
Provisions to be Included in the Annapurna Agreement and the
Yak and Yeti Agreement

- The Annapurna Agreement between NIDC, acting for and on behalf
of the Borrower, and Annapurna and the Yak and Yeti Agreement between
NIDC, acting for and on behaif of the Bdrrower, and Yak and Yeti shall -
include provisions substantially as follows. For the purposes of this Schedule
the term “Company” refers to Annapurna-or Yak and Yeti, and the term
“Company Loan Agreement” refers to.the Annapurna Agreement or the -
Yak and Yeti Agreement, as the case may be. :

1. NIDC , acting for and on behalf of the Borrower, will lend to thc
Company (a) amounts denominated in various currencies not to exceed in
the aggregate the equivalent of § 2,880, 000 in the case of Annapurna and -
$ 1,320,000, in the case of Yak and Yeti corresponding to the amounts and
currencies actually disbursed from time to time in respect of withdrawals
from the Credit Accounton account of expenditures for the part of the
Project to be carried out by the Company and ‘b’ amounts in NRs not to
exceed the equivalent of § 400,000 in the case of Annapurna and $ 180,000
in the case of Yak and Yeti to be applied against interest and other charges
on the Loan coming due through, in the case of Annapurna March 31,1975,
and in the case of Yak and Yeti, December 31, 1974. The amounts to be lent
to the Company under this paragraph, in the aggregate not to exceed the
equivalent of $ 3,280,000 in the case of Annapurna and § 1,500,000 in the
case of Yak and Yeti, are referred to in this Schedule as the “Loan.”

/2. (a) Amounts of the Loan referred to in paragraph 1 (a) above
shall be deemed to be drawn down by the Company on the date and in the
amount and currency or. currencies actully disbursed in respect of the corres-
ponding withdrawal by the Borrower from the Credit Account on account
of expenditures for the part of the Project to be carried out by the Company.
Amounts of the Loan referred to in paragraph 1 (b) above shall be deemed
to be drawn down by the Company on the dates the amounts are applied -
against amounts of interest and other changes coming due on the Loan.
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(b) NIDC will effect disbursements of the Loan to the Company by

applying to the Association on behalf of the Borrower for withdrawals from
the Credit Account. The Company will furnish to NIDC all documentation
required by NIDC to make applications to the Association for such with-
drawals. :
(c) With respect to any withdrawal from the Credit Account by the
Borrower on account of amounts paid by the Company, NIDC will, pursuant
to Section 5.07 of the General Conditions, instruct the Association where
to make payment of such withdrawal for the account of the Company.

3. The Company shall pay a commitment charge at'the rate of one
quarter of one per cent (1/4 of 1 %) per annum on the principal amount of
the Loan not withdrawn from time to time. Such commitment charge shall
(i) accrue from the date when the Company Loan Agreement enters into
effect to the respective dates on which amounts shall be deemed drawn down
by the Company or shall be cancelled, (ii) be paid.in NRs equivalent, at the
date of payment, to the amount of commitment charge due as determined in
dollars, and (iii) be computed on the basis of a 365-day year.

4. The Company shall pay interest on the principal amount of the
Loan deemed drawn down and outstanding from time to time at the rate of
seven and one half per cent (7-1/2%) per annum. Interest shall accrue from
the respective dates on which amounts shall be deemed so drawn down and
shall be computed on the basis of’a 365 - day year. Interest shall be paid
in NRs in an amount equivalent, at the date of payment, to the amounts
of interest due as determined invarious currencies in relation to the principal
amount of each currency deemed drawn down. :

5. Interest and gtﬁer charges shall be payable semi-annually.

6. The Company shall pay to, or on behalf of, the Borrower any
charge payable by the Borrower to the Association for any special commit-
ment entered into by the Association pursuant to Section 5.02 of the General
Condmons at the’ request of the Company.

4 ihe company shall repay the principal amount of the Loan in
semi-annual installments. commencing approximately four years after the
date of the Company Loan Agreement and continuing over the following
twenty years. The semi- annual installments of principal shall be calculated
so as to produce approximately equal semi- annual payments of principal
and interest combined. The actual amortization schedule shall be agreed
between NIDC and the Company. The company shall have the option of
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ptepaying the Loan, in whole or in part from time to time, without payment
of premium or penalty. The principal of the Loan shall be repayable in Rupees -
equivalent (determined as of the date, or the respective dates, of repayment)
to the amounts of the several currencies deemed withdtawn from the Loan
Account.

8. The Company shall:

(a) carry out Part A of the Project in the ease of Annapurna, Part
B in the case of Yak and Yeti , with due diligence and efficiency in conformity
with sound engineering financial and hotel practies;

(b) in carrying out its part of the Project, employ, consultants and
contractors acceptable, to NIDC and the Association upon terms and con-
ditions satisfactory to NIDC and the Asseciation;

(¢) carry out the construction works for its part of the Project in
accordance only with final drawingsaeceptable to NIDC and the Associa-
tion; .
(d) furnish to NIDC and the Association for their approval, prom-
ptly upon its preparation the master list of furniture and equipment for its
part of the Project, and any materialbmodifications thereof or additions there-
to; :

(e) employ a project manager acceptable to NIDC and the Associa-
tion to supervise the carrying.out of its part of the Project;

(f) procure the goods and services to be financed out of the proceeds
of the Loan in accordance with the procedures set forth or referred to in
Section 2.03 of the Schedule 3 to this Agreement; and submit all documenta-
tion required under such Schedule 3 and relating to procurement of such goods
and services to NIDC for its approval and submission to the Association;;

(g) insure, or make adequate provision for the insurance of, the
imported goodsito be financed out of the proceeds of the Loan against
hazards incident to the acquisition, transportation and delivery thereof to
the plage of use or installation, and for such insurance any indeminity shall
be payable in a currency freely usable by the company to replace or repair
such goods:; :

(h) except as NIDC and the Association shall otherwise agree, cause
all goods and services financed out of the proceeds of the Loan to be used
exclusively for the Company’s part of the Project:

(i) furnish to NIDC and the Association promptly upon their pre-
paration, the plans, reports, specifications, contract documents and cons-
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truction and procurement schedules for the Project, and -any material
modifications thereof or additions thereto, in such detail as NIDC and the
Association shall reasonably request; and ‘

() (i) maintain records adequate to record the progreés of its part
of the Project (including the cost thercof) and to identify the goods and
scrvicé_s financed out of the proceeds of the Loan, and to disclose the use

thereof in its part of the Project; (ii) enable the representatives of NIDC .

and the Association to inspect its part of the Project, the goods financed out
of such proceeds and any relevant records and documents, and (iii) furnish
to NIDC and the Association all such information as NIDC and the Asso-
ciation shall reasonably request concerning the Project, the expenditure
of the proceeds of the Loan and the goods’ and services financed out

-~ of such proceeds.

9. The Company shall (i) maintain records adequate to reflect inaccor-
dance with consistently maintained sound gccounting practices the opera-
tions and financial condition of the Company, (ii) enable the representatives
of NIDC and the Association to inspect:the plants, sites, works, properties
and equipment of the Company not included in the Project and any relevant
records and documents, and (iii) furnish to NIDC and the Association
all such information as NIDC and. the Association shall rasonably request
concerning the administration, financial condition and operations of the

Company. :
10. The Company shall (i) have its accounts and financial statements
(balance sheets, statements of income and expenses and related statements)
for each fiscal year audited, in accordance with sound auditing principles
consistently applied, by independent auditors acceptable to NIDC and the
Association; (ii) furnish to"NIDC and the Association as soon as available,
but in any case not later than six months after the end of each such year,
(A) certified copies of its financial statements for such year as so audited
and (B) the report of such audit by said auditors, of such scope and in such
detail as NIDC and the Association shall have reasonably requested; and
(i) furnish to NIDC and the Association such other information concern-
ing the accounts and financial statements of the Company and the audit
thereof as NIDC of the Association shall from time to time reasonably
request.
11. The Company shall take out and maintain with responsible in-
surers, or make other provisions satisfactory to NIDC and the Association

ElPLARE I TP favmTene gHifora TRUTfes /A AR

RE]



Aaré ave Wi § (=)

for, insurance against such risks and in such amounts as shall be consistent
with sound practice.

12. (a) The Company shall at all times take all action necessary
to maintain its corporate existence and right to carry on operations and shall,
except as NIDC and the Association may otherwise agree, take all action
necessary to acquire and to retain such land, interests in-land and properties
and to acquire, to maintain and to renew such licenses, consents, franchises,
or other rights, as may be necessary or useful for the construction and opera-
tion of its part of the Project and the conduct of its business.

(b) The Company shall carry on itslope'rations and conduct its
affairs in accordance with sound business, hotel. and financial practices,
shall employ qualified and experienced management acceptable to the
Association and NIDC and shall operate, maintain, renew and repair its
buildings, equipment, furniture and property as required in accordance with
sound engineering and hotel practices.

13. Except as NIDC shatl otherwise agree, the Company shall not:

(i) amend its Memorandum and Articles of Association;
(i) create, acquire or have any subsidiaries; or
(iii) sell, lease, transfer, or otherwise-dispose of any of its properties
or assets which shall be required for the efficient carrying on
of its business. .

14. Except as NIDC shall otherwise agree, the Company shall not
make expenditures, or commitments for expenditures, for fixed or capital
assets(including investments in or loans to other business entities), except:

(a) Throughout the period of construction of its part of the Project,
those required for the carrying out of its part of the Project;

- (b) After the completion of construction of its part of the Project:
(i) those required for repair, maintenance or, replacement of assets and
(i) in any fiscal year other expenditures and commitments to make expen-
ditures not exceeding in the aggregate the equivalent of $ 50,000; and

(¢) Investments in short - term marketable securities solely for
the purpose of temporarily employing its idle funds.

15. Except as NIDC shall otherwise agree, the Company shall not
incur, assume, guarantee or permit to exist any debt for money borrowed
except:

(i) The Loan; and

(i) debt which matures within one year of its incurrence or on

demand which is incurred in the ordinary course of business,
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16. Except as the Association and NIDC shall otherwise agree, the
Company shall not declare or pay any dividends, or make any other distribu-
tions with respect to its capital shares, or, directly or indirectly, redeem,
purchase or ortherwise acquire for a consideration, any of its capital shares,
except that the Company may:

(i) declare and pay dividends, or make other distributions, payable
solely in capital shares of the Company; and

(ii) if the Company is not in default under the Company Loan Agree-
ment declare and pay dividends out of, but not in excess of its
cumulative net earnings after the date of the Company Loan Agr-
eement ; provided, however that the Company shall not with res-
pect to any financial year declare or pay dividends exceeding in
the aggregate 80 % of the net earnings of the Company for
that financial year

17. Except as the Association and NIDC shall otherwise agree, and
subject to the provisions of paragraph'16 above, the Company shall not in
any financial year pay dividends exceeding in the aggregate 209 of thepar
value of the capital shares with respectto which such dividends are paid,
unless the Company shall simultaneously prepay a portion of the then out-
standing principal amount of‘the Loan equal to the amount of dividends
paid in excess of such 209, of such par value.

18. (a) The Company shall obtain from each of its shareholders an
undertaking in favor of.the Company, NIDC and the Association severally,
and satisfactory in form and substance to the Association and NIDC setting
forth the obligation of the respective sarcholder to:

(i) make payments to the Company for a specified number of
additional capital shares of the Company in accordance with
a spec:lﬁed time schedule; and

(i) subscribe and pay for capital shares of the Company, in addi-
tion to-those provided for in subparagraph (i) above, as and
when necessary to provide to the Company the shareholder’s
proportionate share(the proportion his shareholdings bear to the
total outstanding shares of the Company) of any additional funds
required by the Company to carry out its part of the Project.

(b) The Company shall cause to be furnished to NIDC:
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(i) opinions of counsel satisfactory to the Association and NIDC
concluding that each of the undertakings referred to in subpara-
graph (a) above constitutes a valid and binding obligation of
the respective shareholder; and

(ii) evidence of other arrangements, satisfactoryin form and subs-
tance to the Association and NIDC, to assure the performance
by the shareholders of their obligations under the undertakings
referred to in subparagraph (a) above.

(c) The Company shall exercise its rights under the undertakings
referred to in subparagraph (a) above in such manner as to protect the intere-
sts of the Company, NIDC and the Association and to accomplish the
purposes of the Loan. o : '

(d) Notwithstanding the provisions of paragraphs 16 and 17 above,
the Company shall not declare or pay any dividend if at the time of such
declaration or payment any of the shareholders of the Company is indefault
of any obligation under the respective shateholder’s undertaking.

19. The Company shall execute,deliver and register,and shall maintain
in effect, instruments, in form and substance satisfactory to NIDC, as
required to establish as security for the principal of, and iterest and other
charges on, thé Loan, a first specific mortgage upon the properties, buildings
and equipment of the Company.

20. (a) The Company and NIDC shall cooperate fully to assure that
the purposes of the Loan will be accomplished. To that end, each of them shall
furnish to the other all stch information as it shall reasonable request with
regard to the general status of the Loan.

(b) The Company and NIDC shall from time to time exchange views
through their representatives, and with the representatives of the Association,
with regard to matters relating to the purposes of the Loan and the maintenan-
ce of the service thereof. The Company shall promptly inform NIDC- and the
Association of any condition which interferes with, or threatens to interfere
with, the accomplishment of the purposes of the Loan, the maintenance of
the service thereof or the performace by the Company of its obligations under
the Company Loan Agreement.

21. If the right of the Borrower under the Development Credit
Agreement to make withdrawals from the Credit Account shall have been
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suspended or terminated, regardless of the reason therefor, then theright of
the Company to make drawings under the Loan shall likewise and simultane-
ouslly be suspended for the same period, or terminated, as the case may be.

22. Notwithstanding paragraph 7 above, upon the oecurrence of
any of the following events, NIDC, at its option, but only with the consent
of the Association, may by notice to the Company declare the principal of
the Loan then outstanding to be due and payable immediately, and upon
any such declaration such principal shall become due and payable immedi-
ately: ' ‘

() If the 'Company defaults for a period of thirty days in the pay-
ment of any interest or in the repayment of any installment of principal

falling due under the Company Loan Agreement;

= (b) if vt'he Company defaults in the performance of any other covenant.
or agreement on its part under the Company Loan Agreement and such de-.

fault continues for a period of sixty days after notice thereof has been given
by NIDC to the Company; or '

-

(¢) if any sharcholder of the Co,mpany defaults in the perfomance

of any of such shareholder’s obligations under the undertaking referred to

in paragraph 18 above and such d_efapif continues for a period of sixty days
after notice thereof has been given by NIDC to the Company.

23. The Company Loan Agreement shall enter into force and effect
upon the entry into force and effect of the Development Credit Agreement in

respect of the relevant part of the Credit and shall terminate when all amounts -

payable on account of principal, interest and other charges in respect of the
Loan have been paid.
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