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AGREEMENT 1 BETWEEN THE GOVERNMENT OF THE FEDERAL 
REPUBLIC OF GERMANY AND HIS MAJESTY'S GOVERN 
MENT OF NEPAL CONCERNING FINANCIAL CO-OPERATION

The Government of the Federal Republic of Germany

and 

His Majesty's Government of Nepal,

in the spirit of the friendly relations existing between the Federal 
Republic of Germany and the Kingdom of Nepal,

desiring to strengthen and intensify those friendly relations 
through financial co-operation in a spirit of partnership,

aware that the maintenance of those relations constitutes the 
basis of this Agreement, and

intending to contribute to social and economic development in 
the Kingdom of Nepal,

have agreed as follows:

Article 1

(1) The Government of the Federal Republic of Germany shall 
enable His Majesty's Government of Nepal to obtain from the 
Kreditanstalt fur Wiederaufbau (Development Loan Corpor 
ation), Frankfurt/Main, financial contributions totalling up to 
DM 60,000,000 (sixty million Deutsche Mark).

(2) The financial contributions shall be used as follows:

(a) up to DM 45,000,000 (forty-five million Deutsche Mark) for the 
project Arun 111 Hydroelectric Power Plant if, after examination, 
the project has been found eligible for promotion;

(b) up to DM 15,000,000 (fifteen million Deutsche Mark) to meet 
foreign exchange costs resulting from the purchase of fertiliz 
ers and other goods and services to cover current civilian 
requirements, particularly in connection with reconstruction 
measures in the areas affected by the earthquake, and to 
meet foreign exchange and local currency costs of transport,

1 Came into force on 30 November 1988 by signature, in accordance with article 8. 
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insurance and assembly arising in connection with the impor 
tation of goods financed under this Agreement. The imported 
goods and services must be such as are covered by the list 
annexed to this Agreement, and the financial contribution shall 
be used for goods and services for which supply contracts 
have been concluded after 31 December 1987.

(3) This Agreement shall also apply if, at a later date, the 
Government of the Federal Republic of Germany enables His 
Majesty's Government of Nepal to obtain from the Kreditanstalt fur 
Wiederaufbau further financial contributions for the preparation 
and implementation of the project Arun III Hydroelectric Power 
Plant.

(4) The project referred to in paragraph 2 (a) above may be 
replaced by other projects if the Government of the Federal 
Republic of Germany and His Majesty's Government of Nepal so 
agree.

Article 2

The utilization of the amounts referred to in Article 1 of this 
Agreement and the terms and conditions on which they are made 
available shall be governed by the provisions of the financing 
agreements to be concluded between the Kreditanstalt fur 
Wiederaufbau and His Majesty's Government of Nepal, which 
agreements shall be subject to the laws and regulations applic 
able in the Federal Republic of Germany.

Article 3

His Majesty's Government of Nepal shall exempt the Kreditan 
stalt fur Wiederaufbau from all taxes and other public charges 
levied in the Kingdom of Nepal on the conclusion or during the 
implementation of the financing agreements referred to in Article 2 
of the present Agreement.

Article 4

His Majesty's Government of Nepal shall allow passengers and 
suppliers free choice of transport enterprises for such transporta 
tion by land sea or air of persons and goods as results from the 
granting of the financial contributions, abstain from taking any 
measures that might exclude or impair the participation on equal 
terms of transport enterprises having their place of business in the
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