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No. 2377. GUARANTEE AGREEMENT’ BETWEEN THE
UNION OF SOUTHAFRICA AND THE INTERNATIONAL
BANK FOR RECONSTRUCTIONAND DEVELOPMENT.
SIGNED AT WASHINGTON, ON 28 AUGUST 1953

AGREEMENT, dated August 28, 1953, betweenTHE UNloIc or SOUTH

AFRICA (hereinaftercalled the Guarantor) and INTERNATIONAL BANK FOR RE-
CONSTRUCTIONAND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS by an agreementof even date herewith betweenthe Bank and
Electricity Supply Commission(hereinaftercalled the Borrower), which agree-
ment and the schedulestherein referred to are hereinaftercalled the Loan
Agreement,2the Bank has agreedto maketo the Borrower a loan in various
currenciesin an aggregateprincipal amountequivalentto thirty million dollars
(~3O,OOO,QOO),on the terms and conditionsset forth in the Loan Agreement,
but only on conditionthat the Guarantoragreeto guaranteethe paymentof the
principal, interest and other chargeson such loan and the obligationsof the
Borrower in respectthereof; and

WHEREAS the Guarantor, in considerationof the Bank’s entering into the
Loan Agreementwith the Borrower, has agreedto guaranteethe paymentof
the principal, interestandotherchargeson suchloan andthe obligationsof the
Borrower in respectthereof;

Now THEREFORE the partiesheretoherebyagreeas follows

Article I

Section 1.01. The parties to this GuaranteeAgreement accept all the
provisionsof Loan RegulationsNo. 43 of the Bank dated October 15, 1952
(hereinaftercalled the Loan Regulations),with the sameforce and effect as if
they were fully set forth herein.

Article IT

Section 2.01. Without limitation or restriction upon any of the other
covenantson its part in this Agreementcontained,the Guarantorhereby un-
conditionally guarantees,as primary obligor and not as surety merely, the due
andpunctualpaymentof the principal of, andthe interestandotherchargeson,

Cameinto force on 4 November 1953 upon notification by the Bankto the Governmentof
the Union of SouthAfrica.

2 Seep. 100 of this volume.
~Seep. 98 of this volume.
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the Loan, the principal of and intereston the Bonds, the premium,if any, on
the prepaymentof the Loan or the redemptionof the Bonds, andthe punctual
performanceof all the covenantsand agreementsof the Borrower, all as set
forth in the Loan Agreementand in the Bonds.

Article III

Section 3.01. It is the mutual intention of the Guarantorand the Bank
that no otherexternal debtshall enjoy anypriority over the Loan by way of a
lien on public assets. To that end, the Guarantorundertakesthat, except as
the Bank shallotherwiseagree,if any lien shallbe createdon any assetsof the
Guarantoror any Province or other political subdivision of the Guarantoror
any agencyof any of them (including local governingauthorities) as security
for any externaldebt, such lien will ipso facto equally and ratably securethe
paymentof the principal of, and interestandother chargeson, the Loan and
the Bonds, and that in the creationof any such lien expressprovision will be
made to that effect, provided, however, that the foregoingprovisionsof this
Section shallnot apply to : (i) any lien createdon property, at the time of pur-
chasethereof,solely as security for the paymentof the purchaseprice of such
property; (ii) any lien on commercialgoodsto securea debtmaturingnot more
than one yearafter the dateon which it is originally incurred and to be paid
out of the proceedsof sale of suchcommercialgoods;or (iii) any lien created
by the SouthAfrican ReserveBank on any of its assetsin the ordinary course
of its bankingbusinessto secureadebt maturingnot morethan oneyear after
the dateon which it is originally incurred.

Section3.02. (a) The Guarantorand the Bank shall cooperatefully to
assurethat the purposesof the Loan will be accomplished. To that end,
eachof them shall furnish to the otherall suchinformation asit shall reasonably
requestwith regard to the generalstatus of the Loan. On the part of the
Guarantor,suchinformationshall include informationwith respectto financial
andeconomicconditionsin the territoriesof the Guarantorandthe international
balanceof paymentsposition of the Guarantor.

(b) The Guarantorandthe Bank shall from time to time exchangeviews
through their representativeswith regardto matters relating to the purposes
of the Loan andthe maintenanceof the servicethereof. The Guarantorshall
promptly inform the Bank of any condition which interfereswith, or threatens
to interferewith, the accomplishmentof the purposesof the Loan or the main-
tenanceof the servicethereof.

(c) The Guarantorshall afford all reasonableopportunity for accredited
representativesof the Bank to visit any part of the territoriesof the Guarantor
for purposesrelatedto the Loan.

No, 2377
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Section 3.03. The principal of, and interestand other chargeson, the
Loan and the Bonds shall he paid without deductionfor, and free from, any
taxesor fees imposedunder the laws of the Guarantoror laws in effect in its
territories; provided, however, that the provisions of this Section shall not
apply to taxationof, or feesupon, paymentsunderanybond to a holderthereof
other than the Bank when such Bond is beneficially owned by an individual
or corporateresidentof the Guarantor.

Section 3.04. This Agreement,the Loan Agreementandthe Bonds shall
be free from any taxesor feesthat shallbe imposedunder the laws of the Guar-
antoror laws in effect in its territorieson or in connectionwith the execution,
issue,delivery or registrationthereof.

Section 3.05. The principal of, and interest and other chargeson, the
Loan and the Bonds shall be paid free from all restrictionsimposedunder the
laws of the Guarantoror laws in effect in its territories.

Section 3.06. The Guarantorcovenantsthat it will not take any action
which would prevent or materially interfere with the performanceby the Bor-
rower of any of the covenants,agreementsand obligations of the Borrower
containedin the Loan Agreementandwill take or causeto be takenall action
necessaryand appropriateto enablethe Borrower to perform such covenants,
agreementsand obligations. Without limitation or restriction upon the fore-
going, the Guarantorundertakes(a) to permit the Borrower to borrow in the
marketsof the Guarantorsuch amountsof the currencyof the Guarantoras
may be neededby the Borrower for the purposeof carrying out the Projectt

describedin Schedule2 to the Loan Agreement,and (b) to sell or causeto be
sold to the Borrower in exchangefor currencyof the Guarantorsuchamounts
of foreigncurrenciesasmaybe neededby the Borrowerto meetthe requirements
in such currenciesof the said Project.

Article IV

Section 4.01. The Guarantorshall endorse,in accordancewith the pro-
visionsof the Loan Regulations,its guaranteeon the Bondsto be executedand
delivered by the Borrower. The Minister of Financeof the Guarantorand
such personor personsas he shall designatein writing are designatedas the
authorizedrepresentativesof the Guarantorfor the purposesof Section 6.12
(b) of the Loan Regulations.

1
Seep. 110 of this volume.
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Article V

Section 5.01. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations:

For the Guarantor:Secretaryto the Treasury, Union Buildings, Pretoria,
Union of SouthAfrica.

For the Bank: InternationalBank for ReconstructionandDevelopment,
1818 H Street, N. W., Washington25, D. C., United Statesof America.

Section 5.02. The Ministerof Financeof the Guarantoris designatedfor
the purposesof Section8.03 of the Loan Regulations.

Section 5.03. In thisAgreementanyreferenceto the Minister of Finance
of the Guarantorshallincludeareferenceto anyMinisterof Stateof the Guaran-
tor for the time beingacting for or on behalfof the Minister of Financeof the
Guarantor.

IN WITNESS WHEREOF, the partieshereto, acting through their representa-
tives thereuntoduly authorized,havecausedthis GuaranteeAgreement to be
signed in their respectivenamesand delivered in the District of Columbia,
UnitedStatesof America,asof the day and year first abovewritten.

The Union of SouthAfrica:

By G. P. JoosTE

For the Minister of Financeon behalf of The Union of South Africa

InternationalBankfor ReconstructionandDevelopment:
By EugeneR. BLACK

INTERNATIONAL BANK FOR RECONSTRUCTIONAND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO BORROWERSOTHER THAN
MEMBER GOVERNMENTS

[Not publishedherein. SeeUnitedNations,TreatySeries,Vol. 172,p. 115]

No. 2317
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LOAN AGREEMENT

(ESCOM PROJECT)

AGREEMENT, dated August 28, 1953, between INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bank) and ELECTRICITY
SUPPLY COMMISSION (hereinaftercalledthe Borrower).

Article I

LOAN REGULATIONS

Section1.01. The partiesto this LoanAgreementacceptall theprovisionsof Loan
RegulationsNo. 4’ of the Bank datedOctober 15, 1952 (hereinaftercalledthe Loan
Regulations),with the sameforce and effectas if they were fully set forth herein.

Article II

THE LOAN

Section2.01. The Bank agreesto lendtothe Borrower,on thetermsandconditions
in this Agreementset forth or referredto, an amountin various currenciesequivalent
to thirty million dollars ($30,000,000).

Section2.02. The Bankshall opena Loan Accounton its booksin thenameof the
Borrowerandshallcreditto suchAccounttheamountof the Loan. The amountof the
Loanmaybe withdrawnfromtheLoan Accountas providedin, andsubjectto the rights
of cancellationandsuspensionset forth in, the Loan Regulations.

Section2.03. The Borrower shall pay to the Bank a commitmentchargeat the
rateof three-quartersof one percent (8/4 of 1%) per annumon the principal amountof
the Loan not so withdrawn from time to time. The date specified for the purposes
of Section2.02 of theLoan Regulationsis October31, 1953,or theEffectiveDate,which-
ever shallbe the earlier.

Section2.04. The Borrower shallpayinterestat therateof foura~dthree-fourths
percent (43/4%)perannumon theprincipal amountof the Loan sowithdrawnandout-
standingfrom time to time.

Section2.05. Except as the Bank and the Borrower shall otherwiseagree, the
chargepayablefor specialcommitmentsenteredinto by the Bankat the requestof the
Borrower pursuantto Section4.02 of the Loan Regulationsshall be at the rateof one-
half of onepercent (1/2 of 1%) perannumon the principal amountof any suchspecial
commitmentsoutstandingfrom time to time.

Section2.06. Interestandotherchargesshallbepayablesemi-annuallyon March15
andSeptember15 in eachyear.

Section2.07. The Borrower shall repaythe principal of the Loan in accordance
‘with the amortizationschedulesetforth in Schedule1~to this Agreement.

1 Seep. 98 of this volume.
2 Seep. lOS of this volume.
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Article III

USE OF PROCEEDSOF THE LOAN

Section3.01. The Borrower shall apply the proceedsof the Loan exclusively to
financingthe cost of goodsrequiredto carry out the Project describedin Schedule2’
to this Agreement. The specific goodsto be financedout of the proceedsof the Loan
shall bedeterminedby agreementbetweenthe Bankand the Borrower, subjectto modi-
fication by furtheragreementbetweenthem.

Section3.02. The Borrower shall causeall goodsfinancedoutof the proceedsof
the Loan to be usedexclusivelyin the carrying out of the Project. Except as shall
beotherwiseagreedin writing betweenthe Bank and the Borrower, the Borrower will
obtain title to all suchgoodsfree andclear of all encumbrances.

Article IV

BONDS

Section4.01. The Borrower shall execute and deliver Bonds representingthe

principal amountof the Loan as providedin the Loan Regulations.

Section4.02. Any Commissionerof the Borrower andsuchpersonor personsas
he shall appoint in writing are designatedas authorizedrepresentativesof the Borrower
for the purposesof Section6.12 (a) of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrowershallcarry out the Projectwith duediligenceand

efficiency and in conformity with soundengineeringand financial practices.

(b) The Borrower shall maintain recordsadequateto identify the goodsfinanced
outof the proceedsof the Loan, to disclosethe usethereofin the Project,to recordthe
progressof the Project (including the cost thereof) and to reflect in accordancewith
consistentlymaintainedsoundaccountingpracticesthefinancialconditionandoperations
of the Borrower;shallenabletheBank’s representativesto inspecttheProject,thegoods
andanyrelevantrecordsanddocuments;andshallfurnishto theBank all suchinforma-
tion as the Bank shall reasonablyrequestconcerningthe expenditureof the proceeds
of the Loan, theProject, the goods, and the financial condition a~doperationsof the
Borrower.

Section5.02. (a) The Bank and the Borrower shall cooperatefully to assurethat
the purposesof the Loanwill be accomplished. To thatend,eachof themshall furnish
to theotherall suchinformation as it shall reasonablyrequestwith regardto the general
statusof the Loan.

‘See p. 110 of this volume.
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(b) The Bank and the Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelatingto the purposesof the Loan and the
maintenanceof the service thereof. The Borrower shall promptly inform the Bank
of anyconditionwhich interfereswith, or threatensto interferewith, theaccomplishment
of thepurposesof theLoan or themaintenanceof theservicethereof.

Section5.03. If theBorrowershallproposeto incuranyexternaldebt,theBorrower
shall inform theBank of suchproposaland, beforethe proposedaction is taker,shall
afford the Bank all opportunity which is reasonablypracticablein thecircumstancesto
exchangeviews with the Borrower with respectthereto; provided, however, that the
foregoingprovisionsshall not applyto the incurring of additional externaldebt through
utilization, in accordancewith the termsof any credit establishedprior to the dateof
this Agreement,of any unusedamountsavailableundersuchcredit.

Section5.04. It is the mutual intention of the Borrower and the Bank that no
otherdebtshall enjoyanypriority overtheLoanbywayof alienon assetsof theBorrower.
To that endtheBorrowerspecifically undertakesthatexceptas the Bank shall otherwise
agree,if any lien shall becreatedon any assetsof theBorroweras securityfor any debt,
suchlien shall ipso facto equally and ratablysecurethepaymentof the principal of and
interest andother chargeson theLoan and the Bonds,andthat in the creationof any
such lien expressprovision shall be madeto that effect. However, this Section shall
not apply to any lien createdon arty propertyat the time of purchasethereofsolely as
security for thepaymentof thepurchaseprice of such property.

Section5.05. The Borrower shall pay or causeto be paid all taxes or fees,if any,
imposedunderthe lawsof theGuarantoror laws ineffect in theterritoriesof theGuaran-
tor on or in connectiortwith theexecution,issue,deliveryor registrationof thisAgreement,
the GuaranteeAgreementor the Bonds,or thepaymentof principal, interest or other
chargesthereunder;provided, however, that the provisions of this Section shall not
apply to taxationof, or fees upon, paymentsunderanyBond to a holder thereofother
than the Bank when such Bond is beneficially ownedby an individual or corporate
residentof the Guarantor.

Section5.06. The Borrowershall payor causeto be paid all taxesandfees,if any,
imposedunderthe laws of the countryor countriesin whosecurrencythe Loan and
Bondsare payableor laws in effect in the territoriesof suchcountry or countrieson or
in connectionwith theexecution,issue,delivery or registrationof this Agreement,the
GuaranteeAgreementor the Bonds.

Section5.07. Exceptas shall be otherwiseagreedbetweenthe Bankand the Bor-
rower, the Borrower shall insure or causeto be insured the goods financedwith the
proceedsof the Loan againstrisks incident to their purchaseand importation into the
territoriesof theGuarantor. Eachcontractof insuranceshall be for such amountsas
shall be consistentwith soundcommercialpracticeandshall be payablein dollarsor in
thecurrencyin which thecostof thegoodsinsuredthereundershall bepayable.

Section5.08. (a) The Borrower will at all timesmaintain its existenceand right
to carry on operationsand will, except as the Bank shall otherwiseagreein writing,

No. 2317
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maintainand renewall rights,powers,privilegesand franchisesownedby it andnecessary
or useful in the operationof its business.

(b) The Borrowerwill maintainits plants,equipmentandproperty,and from time
to time makeall necessaryrenewalsand repairs thereof, all in accordancewith sound
engineeringpractice;andwill at all timesoperateits plantsandequipmentin accordance
with soundbusinessandpublic utility practices.

(c) The Borrower will not, without the prior written consentof the Bank, (i) sell
or otherwisedisposeof all or substantiallyall of its assetsandpropertyunlesstheBor-
rower shall first redeemand pay or make adequateprovision satisfactoryto the Bank
for redemptionandpaymentof all of theLoanwhich shall be outstandingand unpaid;
or (ii) sell or otherwisedisposeof all or substantiallyall of theproperty includedin the
ProjectunlesstheBorrower shall first redeemandpay or makeadequateprovisionsatis-
factory to the Bank for redemptionand paymentof a proportionatepart of the Loan
which shall then be outstandingand unpaid equal to the proportionatepart of the
Projectso sold or disposedof; or (iii) sell, pledge,mortgageor otherwisedisposeof any
goodspurchasedorpaid for in wholeor in partoutof theproceedsof theLoan;provided,
however,that theBorrower may sell or otherwisedisposeof anysuchgoodswhichshall
havebecomeold, worn-out, obsoleteor unnecessaryfor usein its operations.

Article VI

REMEDIES OF THE BANK

Section6.01. (i) If anyeventspecifiedin paragraph(a),paragraph(b), paragraph(e)
or paragraph(f) of Section5.02 of the Loan Regulationsshall occur andshall continue
for a periodof thirty days,or (ii) if any eventspecified in paragraph(c) of Section5.02
of the Loan Regulationsshall occurand shall continuefor a period of sixty days after
noticethereofshall havebeengivenby theBankto theBorrower,then at any subsequent
time during thecontinuancethereof,theBank, at its option, may declarethe principal
of theLoan andof all theBonds thenoutstandingto be dueandpayableimmediately,
anduponanysuchdeclarationsuchprincipal shall becomedueandpayableimmediately,
anything in this Agreementor in the Bonds to the contrarynotwithstanding.

Section6.02. Thefollowing is specifiedas aneventfor thepurposesof Section5.02
(j) of theLoan Regulations:

Any eventspecifiedin paragraph(3) of Section5.02of Loan RegulationsNo. 4
of the Bank datedAugust 15, 1950, with referenceto the Loan Agreementdated
January23, 1951, betweenthe Borrower and the Bank shallhaveoccurred.

Article VII

MISCELLANEOUS

Section7.01. The Closing Date shall be December31, 1955.

Section7.02. The following matteris specifiedfor thepurposesof Section9.02 (d)
of the Loan Regulations:

That the Borrower has the power and obligation underSection 10 of the
Electricity Act, 1922, as amended,to adjustits chargesfrom time to time, without

No. 2377
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obtainingthe approvalof the Electricity Control Boardor anyoneelse, in order to
coverthe costsandother amountsreferred to in such Section.

Section7.03. A datesixty daysafter thedateof this Agreementis herebyspecified
for the purposesof Section 9.04of the Loan Regulations.

Section7.04. Thefollowing addressesarespecifiedfor thepurposesof Section8.01
of the LoanRegulations:

For the Bank: InternationalBank for Reconstructionand Development,1818 H
Street,N. W., Washington25, D. C., United Statesof America.

For the Borrower: Electricity Supply Commission, Escom House, Rissik Street,
Johannesburg,Union of South Africa.

IN WITNESS WHEREOF,thepartieshereto,actingthroughtheirrepresentativesthereunto
duly authorized,havecausedthis Loan Agreementto besignedin their respectivenames
and deliveredin theDistrict of Columbia, United Statesof America, as of theday and
year first abovewritten.

InternationalBank for ReconstructionandDevelopment:
By (Signed)Eugene R. BLACK

Electricity Supply Commission:
By (Signed) A. J. VAN LINGEN

SCHEDULE 1

AMORTIZATION SCHEDULE

* To the extentthat any part of the Loan is repayablein a currencyother than dollars(see
Loan Regulations,Section3.02), the figures in thesecolumnsrepresentdollar equivalentsdeter-
mined as for purposesof withdrawal.

Principal
Amount

Outstanding

Date
PaymentDue

Paymentof
Principal

(expressed
in dollars) *

After Each
Payment
(expressed

in dollars) *

March 15, 1955 . .

September15, 1955.
—

1,455,000
30,000,000
28,545,000

March 15, 1956 . .

September15, 1956.
March 15, 1957 . .

September15, 1957.
March 15, 1958 . .

September15, 1958.
March 15, 1959 . .

1,487,000
1,523,000
1,559,000
1,596,000
1,634,000
1,673,000
1,712,000

27,058,000
25,535,000
23,976,000
22,380,000
20,746,000
19,073,000
17,361,000

Date
PaymentDue

September15, 1959.
March 15, 1960
September15, 1960.
March 15, 1961
September15, 1961.
March 15, 1962
September15, 1962.
March 15, 1963
September15, 1963.

Paymentof
Princtpal

(expressed
in dollars) *

1,753,000
1,795,000
1,837,000
1,881,000
1,925,000
1,971,000
2,018,000
2,066,000
2,115,000

Principal
Amount

Outstanding
After Each

Payment
(expressed

in dollars) *

15,608,000
13,813,000
11,976,000
10,095,000
8,170,000
6,199,000
4,181,000
2,115,000
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specifiedas thepremiumspayableon repaymentin
advanceof maturity of any part of the principal amount of the Loan pursuantto
Section2.05 (b) of the Loan Regulationsor on the redemptionof anyBond prior to its
maturity pursuantto Section 6.16 of theLoan Regulations:

Timeof Prepaymentor Redemption Premium

Not more than 1 yearbeforematurity 1/2%
More than 1 yearbut not more than3 yearsbeforematurity 3/4%

More than 3 yearsbut notmore than5 yearsbeforematurity 1%
More than 5 yearsbut not morethan 7 yearsbeforematurity ll/a%
More than 7 yearsbeforematurity 2%

SCHEDULE 2

DESCRIPTION OF THE PROJECT

TheProjectconsistsof thecompletionof (a) eight thermalpowerstationsnow under
construction,which will havea total installedcapacitywhencompletedof 1,210,000kilo-
watts, (b) the addition of approximately202,000kilowatts to six existingstations,and
(c) theconstructionof about900milesof hightensiontransmissionlineswith thenecessary
substations. It is contemplatedthat the Borrower will expendfor such purposesthe
equivalentof approximately,~S.A.74,000,000. TheProjectis scheduledto becompleted
by the end of 1958. Such scheduleof completion may be modified by agreement
betweenthe Bank and the Borrower.

The capacitiesto be installed in each of the stationsunderconstructionand in
existing stationsareshownbelow:

STATIONS UNDER CONSTRUCTION

Installed
Capacity

when
Completed

Name Undertaking Location (kW)

Hex River CapeWestern Worcester 60,000
Salt River No. 2 CapeWestern CapeTowrt 120,000
Swartkops SwartkopsRiver Port Elizabeth 40,000
WestBank Border EastLondon 30,000
Umgeni Durban Pinetown(Durban) 60,000
Vierfontein Rand OrangeFreeState 300,000
Taaibos Rand OrangeFreeState 420,000
Wilge Rand Transvaal 180,000

TOTAL 1,210,000
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EXISTING STATIONS

Capacity
to be

Added
Name Undertaking Location (kW)

Congella Durban Durban 40,000
Colenso NatalCentral Natal 25,000
Vaal Rand OrangeFreeState 99,000
Witbank Witbank Transvaal 20,000
Vereeniging Rand Transvaal 7,000’
Central (Kimberley) CapeNorthern Cape 11,000

TOTAL 202,000

No new generatoris to be installed, but oneadditional boiler will increasecapacityof present

generatorsby approximately7,000 kW.
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CENTRALES EXISTANTES

Capacité
supple-
mentaire

Nom Entreprise Lien (kw)

Congella Durban Durban 40.000
Co1e~so Natal Central Natal 25.000
Vaal Rand Etat libre d’Orange 99.000
Witbank Witbank Transvaal 20.000
Vereeniging Rand Transvaal 7.000’
Central(Kimberley) CapeNorthern Le Cap 11.000

TOTAL 202.000

On n’installerapas un nouveaugénérateurrnais une nouvellechaudièrequi accroItra Ia
capacitédesgénérateursactuelsd’environ 7.000 kw.
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