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Loan negotialions for the proposed Punjab Devolved Social Services Program
(Program) were conducted al the Headquarters of the Asian Development Bank (ADB) in
Manila from 18-1% November 2004 between the representatives of the Islamic Republic of
Pakistan (the Borrower) and the Province of Punjab (Punjab) of the first pard and the
representatives of ADB of the other parl.

The Borrower and Punjab were represented by the following officials (the Borrawer



4, Drafts of the: (i) Program Loan Agreement (Special Operations) between ihe
Borrower and ADB; (i} Program Loan Agreement (Ordinary Operalions) between fhe
Borrower and ADB; and (i) Program Agreement betwaan ADB and Punjab (collectively, the
draft Agreements), which had earlier been provided to the Borrower and Punjab formed the
basis for the negotiations. Three copies of the draft Agreements incorporating the agreed
changes were initialed on behalf of the Borrower, Punjab and ADB, with one copy of each of
the initialed draft Agreements being retained by the Borrower, Punjab and ADB. The
negoliated draft Agreements are attached herelo as Appendices 1 through 3. Unless
otherwise defined herein, capilalized terms used in these Minules shall have the same
meanings ascribed thereto in the draft Agreements.

5. These minutes record certain matters of clarification and interpretation ralating to the
draft Agreemenls as discussed and agreed upon by the parties during the loan negotialions,
and also state the agreement of the Borrower Team and the ADB Team on certain aspects of
Frogram implementation.

I GENERAL

6, The ADB Team explained the ADBs policy on confidentiality and disclosure of
information, pursuant to which the Report and Recommendation of the Fresident (RRP} for
the Program and the Agreements will be declassified and made available to the general
public on request fallowing approval of the Program by ADB's Board of Directors. The draft
RRP and the draft Agreemeanis had been submitted to the Borrower Team for review, and the
Borrower Team indicated that the draft RRP and the draft Agreements did not condain
information or data thal is of a sensitive or confidential nature.

7. The ADB Team brought to the allention of the Borower Team the ADEs
anticorruplion policy. In particular. attention was drawn to the ADB's policy lo reguire
borrowers of ADB loans as well as bidders/suppliers/contractors/consultants under contracts
financed through ADB loans to obsarve the highest standards of ethics during the
procurement and execution of such contracts. Anticorruption provisions of the Guidalings for
Procurement under Asian Davelopment Bank Loans, Guidalines on the Use of Consullants
by Asign Development Bank and lts Borrowers, the Ordinary Operations Loan Regulations
and the Special Operations Loan Reguialions were specifically brought to the Borrower
Team's nolice,

8. The ADB Team advised thal pursuant to the ADB's Graduation Policy, the ADE's par
capita GNP operational cut-cff in respect of the ADB’s Special Funds resources has been
amended to be harmonized with the International Developmenlt Association’s per capila GNP
operational cut-off. The current per capita GNP operational cul-ofl is US$885 in 2003 prices.

8. The Borower Team acknowledged lhat the disbursement procedures sat out in the
ADB's Loan Disbursernen! Handbook 2001 are supplemented by the fnterim Guidelines for
Disbursement, LIBOR-Based Loan Products dated July 2002,

10. The ADB Team advised the Borrower Team thal ADB's Board of Direclors has
approved a temporary reduction in the Fixed Spread from 0.60% to 0.40% until 1 July 2005,
Without further action from the Board, the Fixed Spread will revert automaticaly to 0.680%
from 1 July 2005, The temporary change to the Fixed Spread will be given effect by ADB's
Controller through the billing system.

S



11. The ADB Team advised the Borrower Team that ADB's Board of Direclors has
approved a temporary waiver of the front-end fee charged on all OCR public sactor loans
approved from 1 January 2004 1o 1 July 2005, Considering the proposed scheduls for Board
consideration of the Program, the ADB Team and the Bomower Team agread that: (i) the
Ordinary Operations Program Loan will not be charged a front-end fee provided it is
approved before 1 July 2005; and (il) in the event the Crdinary Operations Program Loan is
nol approved by 1 July 2005 (A) the lront-end fee will revert to 1.0% (subject lo adjustment
when the Board determines the appropriale front-end fee lo be charged for OCR public
seclor lgans approved after 1 July 2005); and (B) the Borrower hereby authorizes ADB to
make lhe necessary changes to the Program Loan Agreement (Ordinary Operations).

n MMOMN MINUTES TO DRAFT AGREEMEMNTS

R ment Dates

12 The Borrower Team confirmed that the Borrower has chosen 15 May and
15 November as repaymant dales in each year.

Devalopmant Poli \ler, Policy Matrix and Attachments 2, 3 and 4 to Schedule 3 of the
Loan Agreement (Ordin erations) and tha ni (Special
Operations)

13,  The ADB Team received the Development Palicy Letter, which was considersd
acceptable 1o Ihe ADB Team. The signed Development Policy Letler is attached hereto as
Appendix 4. Tranche conditions specified in the Policy Matrix were discussed and revised
The agreed Policy Matrix is altached herelo as Appendix 5. Attachments 2, 3 and 4 1o
Schedule 3 of the Program Loan Agreement {Ordinary Operations) and the Program Loan
Agreement (Special Operations) were revised accordingly.

. PR %] GREEMENT (ORDINARY OPERATIONS

LBL Fagility

14,  The Borrower Team informed the ADB Team thal the Borrower had chosen to borrow
under the ADB's Ordinary Operations Loan Regulations Applicable lo LIBOR-Based Loans
Made from ADB's Ordinary Capital Resources, daled 1 July 2001 (the LBL Facility) for the
Pragram. The Borrower Team also confirmed thal the Borrower has chosen lo borrow in
Yen. The proposed Yen amount of the loan is ¥7,995, 750,000, equivalent to LIS$75,000,000,
computed at the conversion rale of ¥106.610000 egqualing US$1.00, which is the conversion
rate for ADB’s transactions on the last working day (e 19 Movember 2004) of the loan
negalialions,

18, The Borrower Team informed the ADB Team that these choices were based on the
Borrower's informed opinion that the LBL Facility on the financial terms described above and
in the draft Program Loan Agreement {Ordinary Operalions) most approgriately provides the
Borrower with the ability to manage the risk exposures under the Program as well as the
Borrower's external debt portfolio.

16.  The Borrower Team acknowledged to the ADB Team lhat:

¥



() The Barrower has made its own independent decision o borrow under tha
LBL Facility on the terms set out above and in the draft Program Loan
Agreement (Ordinary Operations) for the Program and is not relying on any
communication or confirmation from the ADB as a recommendation with
respect thereto; and

{ii} the ADE is not acting as an advisor to the Borrower in respect of the
Barrower’s choice of loan terms for the Program.

V. PRO M LOAN AGREEMENT (SPECIAL OP TION

Section 2.01

17.  The Loan amount of USS75,000,000 was converled, consistent with the ADB's paolicy
of denominaling Special Funds Loans in Special Drawing Rights (SOR), to SDR49,770,000
al the conversion rale of SDR 1.00 equaling US$1.506850 which is the conversion rate for
the ADB's fransactions on the last day of the loan negotiations. Such conversion was mads
elsewhere as required in the drafl Loan Agreement (Special Operations),

VI APPENDI

18. The following Appendices are attached ta these Minutes:

Appendix1 - Megotiated Program Loan Agreement (Ordinary

Operations)
Appendix2 - Negofiated Program Loan Agreement (Special Operations)
Appendix3 - Negotiated Program Agreement

Appendix 4 - Development Policy Letter
AppendixS - Policy Matrix

Signed on 18 November 2004,

FOR THE ISLAMIC REPUBLIC FOR THE ASIAN DEVELOPMENT
OF PAKISTAN BANK
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