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No. 2065. GUARANTEE AGREEMENT1 BETWEEN THE
UNION OFSOUTH AFRICA AND THE INTERNATIONAL
BANK FOR RECONSTRUCTION AND DEVELOPMENT.
SIGNED AT WASHINGTON, ON 23 JANUARY 1951

AGREEMENT, datedJanuary23, 1951, betweenTHE UNION OF SOUTH

AFRICA (hereinaftercalledthe Guarantor)andINTERNATIONAL BANK FOR RECON-
STRUCTION AND DEVELOPMENT (hereinaftercalledthe Bank).

WHEREAS by an agreementbetweenthe Bank andElectricity Supply Com-
mission (hereinaftercalled the Borrower) (which agreementand the schedules
therein referred to are hereinaftercalled the Loan Agreement)2executedand
deliveredsimultaneouslywith the executionanddeliveryof this Agreementand
bearingevendateherewith,the Bankhasagreedto maketo the Borrower a loan
in the aggregateprincipal amount of thirty million dollars ($30,000,000),or
the equivalentthereofin othercurrencies,on the termsandconditionsset forth
in the Loan Agreement,but only on condition that the Guarantoragreeto gua-
ranteesuchloan ashereinprovided; and

WHEREAS in the Loan Agreementthe Bank and the Borrower haveagreed
to acceptall the provisionsof Loan RegulationsNo. 42, datedAugust 15, 1950,
a copy of which is attachedhereto as Annex A (hereinaftercalled the Loan
Regulations);and

WHEREAS the Guarantor,in considerationof the Bank’s entering into the
Loan Agreementwith the Borrower hasagreedto guaranteesuchloanas herein
provided;

Now THEREFOREthe partiesheretoherebyagreeas follows:

Article I

Section 1.01. The parties hereto hereby acceptall the provisionsof the
Loan Regulationswith the sameforce and effect as if fully set forth herein.
Eachof the partiesheretoagreesto perform all the obligationson its part to be
performedunder the Loan Regulations.

Cameinto force on 4 April 1951 upon notification by the Bank to the Governmentof the
Union of SouthAfrica.

2 Seep. 142 of this volume.
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Article II

Section2.01. Without limitation or restriction upon any of the other
covenantson its part in this GuaranteeAgreementcontained,the Guarantor
herebyunconditionallyguarantees,asprimary obligor andnot assurety merely,
thedueandpunctualpaymentof theprincipal of, andinterestand othercharges
on, the Loan, andthe punctualperformanceof all the covenantsandagreements
of the Borrower,all as set forth in the Loan Agreementandin the Bonds.

Article III

Section 3.01. (a) TheGuarantorshallfurnish to the Bank suchinformation
as it shall reasonablyrquestwith respectto financial and economicconditions
in the territories of the Guarantor andthe international balanceof payments
position of the Guarantor. The Guarantorwill promptly inform the Bank of
any conditionof substantialimportancein the territoriesof the Guarantorthat
shall interferewith, or threatento interferewith, the performanceby the Gua-
rantorof its obligationshereunder.

(b) If the Guarantoror any Provinceor otherpolitical subdivision of the
Guarantoror any agencyof any of them (including local governingauthorities)
shallproposeto incur any substantialexternaldebt, the Guarantorshall inform
the Bank of suchproposaland,before the proposedaction is taken, shall afford
the Bank all opportunity which is reasonablypracticablein the circumstancesto
exchangeviews with the Guarantorwith respectthereto; provided, however,
that the foregoingprovisionsof this sentenceshallnot apply to : (i) the incurring
of additional externaldebt through utilization, in accordancewith the terms of
anycreditestablishedprior to the dateof this Agreement,of any unusedamounts
availableundersuchcredit; (ii) theenteringinto internationalpaymentsor simi-
lar agreementsthe term of which is not more than one yearand under which
thetransactionson eachsideareexpectedto balanceoverthe periodof the agree-
ment; or (iii) the incurring by the SouthAfrican ReserveBank in the ordinary
courseof its businessof any indebtednessmaturing not more than two years
after its date.

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

Section 3.02. It is the mutual intention of the Guarantorand the Bank
that no otherexternalpublic debtshallenjoyany priority over the Loan by way
of a lien on public assets. To that end the Guarantorspecifically undertakes
that exceptas the Bank shallotherwiseagree,if anylien shallbecreatedon 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, suchlien shall zpsofacto equally and ratably
securethe paymentof the principal of and interestandother chargeson the

No, 2065



140 United Nations — Treaty Series 1953

Loan andthe Bonds, andthat in the creationof any suchlien expressprovision
shall be madeto that effect. However,this Section shall not apply to : (i) any
lien createdon any property at the time of purchasethereof solely as security
for the paymentof the purchasepriceof suchproperty;(ii) any lien on commer-
cial goodsto securedebtmaturingnotmorethanoneyearafterits dateandto be
paid out of the proceedsof saleof suchcommercialgoods;or (iii) any lien cre-
atedby theSouthAfrican ReserveBank on anyof its assetsin the ordinarycourse
of its banking businessto secureany indebtednessmaturing not morethan
one yearafter its date.

Section 3.03. The principal of, and interest and other chargeson, the
Loan and the Bonds shall be paid without deduction for and free from any
taxesimposedby the Guarantoror any taxing authority thereofor thereinand
free from all restrictionsof the Guarantorand any Provinceor otherpolitical
subdivision of the Guarantoror any agency of any of them (including local
governing authorities). The foregoing provisions of this Section shall not
apply to taxeson paymentsunderany Bond to a holderthereof other than the
Bank when such Bond is beneficially owned by an individual or corporate
residentof the Guarantor. The GuaranteeAgreement,the Loan Agreement
andthe Bondsshall be free of any issue,stampor othertax imposedby theGua-
rantoror any taxingauthority thereofor therein.

Section3.04. The Guarantorcovenantsthat it will not take any action
whichwouldpreventormateriallyinterferewith the performanceby theBorrow-
er of any of the covenants,agreementsandobligationsof the Borrower in the
Loan Agreementor the Loan Regulationscontained.

Article IV

Section 4.01. The following addressesare specified for the purposesof
Section8.01 of the Loan Regulations:

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

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

Section 4.02. The Minister of Financeof the Guarantorandsuchperson
or personsas he shallappoint in writing aredesignatedasauthorizedrepresen-
tatives of the Guarantorfor the purposesof Section6.12 (b) of the Loan Regu-
lations.

Section 4.03. The Minister of Financeof the Guarantorin office at the
time in questionis designatedfor the purposesof Section 8.03 of the Loan
Regulations.
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Section 4.04. In this Agreementany referenceto the Minister of Finance
of the Guarantorshallinclude areferenceto any Minister of Stateof the Gua-
rantor for the time being acting for or on behalf of the Minister of Finance
of the Guarantor.

IN WITNESS WHEREOF, thepartieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis Agreementto be signed in their
respectivenames and delivered in the District of Columbia, United States
of America, as of the day and year first above written.

The Union of South Africa:
By G. P. JOOSTE

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

International Bank for Reconstructionand Development:
By EugeneR. BLACK

President

ANNEX A

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 AUGUST 1950

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO BORROWERS OTHER THAN
MEMBER GOVERNMENTS

[Not publishedherein. SeeUnitedNations,Treaty Series,Vol. 157,p. 268.]

LOAN AGREEMENT

(EscoM PROJECT)

AGREEMENT, dated January 23, 1951, between INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bank) and ELECTRICITY
SUPPLY COMMISSION (hereinaftercalledthe Borrower).

Article I

THE LOAN

Section1.01. The Bank agreesto lendto theBorrower,on the termsandconditions
hereinafterin this Agreementset forth or referredto, the sumof thirty million dollars
($30,000,000),or the equivalentin currenciesotherthan dollars.

Section1.02. The parties to this Agreementaccept all the provisions of Loan

RegulationsNo. 41 of the Bank, datedAugust 15, 1950 (hereinaftercalled the Loan

1 See above.
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Regulations),a copy of which hasbeenfurnishedto the Borrower, with the sameforce
and effect as if they were fully set forth herein.

Section1.03. The Bank shall opena Loan Accounton its booksin the nameof
the Borrower andshall credit to suchAccountthe amountof the Loan. The amountof
the Loanmay bewithdrawnfrom the Loan Account as providedin, andsubject to the
rights of cancellationand suspensionset forth in, the Loan Regulations. Copies of
forms of withdrawal applicationshavebeendelivered to the Borrower.

Section1.04. The Borrower shall pay to the Bank a commitmentchargeat the
rateof three-fourthsof onepercent (3/4%) perannumon the principal amountof the
Loan not so withdrawn from time to time.

Section1.05. The Borrowershall payinterestat the rateof four per cent(4%) per
annumon the principal amount of the Loan so withdrawnandoutstandingfrom time
to time.

Section1.06. Interestand commitmentchargeshall be payablesemi-annuallyon
May 15 and November15 in eachyear.

Section1.07. The Borrower shall repay the principal of the Loan in accordance

with the amortizationscheduleset forth in Schedule1~to this Agreement.

Article II

USE OF PROCEEDS OF THE LOAN

Section2.01. The Borrower shall causethe proceedsof the Loan to be applied
exclusivelyto thecost of goodswhich will berequired for the carrying outof the Project
as describedin Schedule2’ attachedhereto. The specific goodsto be purchasedout
of the proceedsof the Loan shallbe determinedby agreementbetweenthe Bankand the
Borrower,and the list of suchgoodsmay be modified from time to time by agreement
betweenthem.

Section2.02. The Borrower shall causeall goodspurchasedin whole or in part
with the proceedsof the Loan to be importedinto the territoriesof the Guarantorand
thereto beusedexclusivelyin the carryingout of the Project. Exceptas shallbeother-
wise agreedin writing betweenthe Bank and the Borrower, the Borrower will obtain
title to all suchgoodsfree and clearof all encumbrances.

Article III

BONDS

Section3.01. The Borrower shall execute and deliver Bonds representingthe
principal amountof the Loanas providedin the Loan Regulations. Any Commissioner
of the Borrowerandsuchpersonor personsashe shallappoint in writing are designated
as authorizedrepresentativesof the Borrower for the purposesof Section 6.12 (a) of
the Loan Regulations.

1 Seep. 152 of this volume.
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Article IV

PARTICULAR COVENANTS

Section4.01. The Borrower will carry out and complete the Project with due

diligenceand efficiency and in conformity with soundengineeringpractice.

Section4.02. TheBorrowerwill maintainor causeto bemaintainedbooks,accounts
andrecordsadequateto identify thegoodspurchasedinwhole or in partwith theproceeds
of the Loan, to disclosethe end-usethereofin the Project and to recordthe progress
of theProject;andto reflectin accordancewith consistentlymaintainedsoundaccounting
practicesthe operationsand financial condition of the Borrower.

Section4.03. (a) The Bank and the Borrower shall co-operatefully to assure
that the purposesof the Loan shall be accomplished. To thatend, eachof them shall
furnish to the otherall such information as it shall reasonablyrequestwith regardto
the generalstatusof the Loan. On the part of the Borrower, such information shall
includeinformationwith respectto theoperationsandfinancialconditionof theBorrower
andthe Project. The Borrowerand the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelating to the purposesof the
Loan and the maintenanceof the service thereof; and the Borrower shall promptly
inform the Bankof any conditionthat shall interferewith, or threatento interferewith,
the accomplishmentof the purposesof the Loan or the maintenanceof the service
thereof.

(b) The Borrower shall afford to the Bank all reasonableopportunity to inspect
any and all goodspaid for out of the proceedsof the Loan and any relevant records
and documentsand shall furnish to the Bank all such information as the Bank shall
reasonablyrequestrelating to the end-useof suchgoods.

(c) If theBorrowershallproposeto incuranysubstantialexternaldebt, theBorrower
shall inform the Bank of such proposaland, beforethe proposedaction is taken, shall
afford the Bank all opportunitywhich is reasonablypracticablein the circumstancesto
exchangeviewswith the Borrowerwith respectthereto.

Section4.04. It is the mutual intention of the Borrower and the Bank that no
other debtshall enjoy any priority over the Loan by wayof a lien on assetsof the Bor-
rower. To that end the Borrower specifically undertakesthat exceptas the Bank shall
otherwiseagree,if any lien shall be createdon any assetsof the Borrower as security
for any debt, suchlien shall ipso facto equally and ratablysecurethe paymentof the
principal of and interestandotherchargeson the Loan and the Bonds,and that in the
creationof any such lien expressprovisionshall be madeto that effect. However, this
Sectionshallnotapplyto anylien createdon anypropertyat thetimeof purchasethereof
solelyas securityfor the paymentof the purchasepriceof suchproperty.

Section4.05. The Borrower will pay or causeto be paid any taxes and other
fiscal chargesof any naturethat shall be imposedupon this Agreement,the Bonds or
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the GuaranteeAgreement,or theexecutionor deliverythereof,or the registrationthereof
with any agencyor official of the Guarantor,or the paymentof principal, interest or
other chargesthereunder. Such principal, interest and other chargeswill be paid
without deductionfor andfree of any and all suchtaxesand fiscal chargesimposedby
theGuarantoror any taxingauthority thereofor therein. This Sectionshall not apply
to taxation of paymentsmade under the provisions of any Bond to a holder thereof,
other thanthe Bank, whensuchBond is beneficiallyownedby anindividualor corporate
residentof the Guarantor.

Section4.06. Exceptas shall be otherwiseagreedin writing betweenthe Bank
and the Borrower, the Borrower will insure or cause to be insuredwith responsible
insurersall goodspurchasedin whole or in part with the proceedsof the Loan. Such
insuranceshall cover suchmarine,transitandotherhazardsincident to delivery of the
goodsinto the territoriesof the Guarantor,and shall be for suchamounts,as shall be
consistentwith soundcommercialpractice. Eachcontractof insuranceshall be payable
in dollars or in thecurrencyin which thecostof thegoodsinsuredthereundershall be
payable.

Section4.07. (a) The Borrower will at all times maintain its existenceandright
to carry on operationsandwill, except as the Bank shall otherwiseagreein writing,
maintainand renewall rights, powers,privilegesand franchisesownedby it andneces-
saryor useful in the operationof its business.

(b) The Borrower will maintain its plants, equipmentand property, and from
time to time make all necessaryrenewalsand repairs thereof, all in accordancewith
soundengineeringpractice;andwill at all times operateits plantsandequipmentand
maintain its financial position in accordancewith sound businessand public utility
practices.

(c) The Borrower will not, without theprior written consentof the Bank, (i) sell
or otherwisedisposeof all or substantiallyall of its assetsand propertyunlessthe Bor-
rower shall first redeemandpay or make adequateprovision satisfactoryto the Bank
for redemptionandpaymentof all of theLoan which shall be outstandingandunpaid;
or (ii) sell or otherwisedisposeof all or substantiallyall of theproperty includedin the
Project unless the Borrower shall first redeemand pay or make adequateprovision
satisfactoryto theBank for redemptionandpaymentof 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
goodspurchasedor paid for in whole or in part out of the proceedsof the Loan. The
Borrower may, however,without referenceto the foregoing, sell or otherwisedispose
of any property which shall havebecomeold, worn-out, obsoleteor unnecessaryfor
usein its operations.

Article V

REMEDIES OF THE BANK

Section5.01. If any eventspecifiedin paragraph(1) or (2) of Section 5.02 of the
Loan Regulationsshall occur and continuefor a period of thirty days or if any event
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specifiedinparagraph(3) of Section5.02of theLoanRegulationsshalloccurandcontinue
for a periodof sixty days after noticethereofshall havebeengiven by theBank to the
Borrower, then at any subsequenttime during the continuancethereof, the Bank, at
itsoption, maydeclaretheprincipal of theLoanandof all the Bondsthenoutstandingto
be dueand payable immediately,and upon any such declarationsuch principal shall
becomedue and payable immediately, anything in this Agreementor in the Bonds
to the contrary notwithstanding.

Article VI

MISCELLANEOUS

Section6.01. The ClosingDateshall be December31, 1953.

Section6.02. The following addressesarespecifiedfor thepurposesof Section8.01
of the Loan Regulations:

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.

Section6.03. The date specified for the purposesof Section 9.04 of the Loan
Regulationsis March 15, 1951.

IN WITNESS WHEREOF, thepartieshereto,actingthroughtheir representativesthere-
unto duly authorized,havecausedthis Agreementto be signedin their respectivenames
anddeliveredin the District of Columbia, UnitedStatesof America, asof theday and
year first abovewritten.

InternationalBank for ReconstructionandDevelopment:

By EugeneR. BLACK
President

Electricity Supply Commission:
By A. VAN LINGEN

AuthorizedRepresentative
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SCHEDULE 1

AMORTIZATION SCHEDULE

Principal Principal
Amount Amount

Outstand,ng Outstanding
Date Paymentof After Each Date Paymentof After Each

PaymentDue Principal Payment PaymentDue Prinnpal Payment

November15, 1953 . — $30,000,000 November15, 1962 . $874,535 $16,626,725
May 15, 1954 . . . $624,560 29,375,440 May 15, 1963 . . . 892,026 15,734,699
November IS, 1954 . 637,051 28,738,389 November15, 1963 . 909,866 14,824,833
May 15, 1955 . . . 649,792 28,088,597 May 15, 1964 . . . 928,063 13,896,770
November15, 1955 . 662,788 27,425,809 November15, 1964 . 946,625 12,950,145
May 15, 1956 . . . 676,044 26,749,765 May 15, 1965 . . . 965,557 11,984,588
November 15, 1956 . 689,565 26,060,200 November15, 1965 . 984,868 10,999,720
May 15, 1957 . . . 703,356 25,356,844 May 15, 1966 . . . 1,004,566 9,995,154
November15, 1957 . 717,423 24,639,421 November15, 1966 . 1,024,657 8,970,497
May 15, 1958 . . 731,772 23,907,649 May 15, 1967 . . . 1,045,150 7,925,347
November 15, 1958 . 746,407 23,161,242 November15, 1967 . 1,066,053 6,859,294
May 15, 1959 . . . 761,335 22,399,907 May 15, 1968 . . . 1,087,374 5,771,920
November 15, 1959 . 776,562 21,623,345 November15, 1968 . 1,109,122 4,662,798
May 15, 1960 . . . 792,093 20,831,252 May 15, 1969 . . . 1,131,304 3,531,494
November15, 1960 . 807,935 20,023,317 November15, 1969 . 1,153,930 2,377,564
May 15, 1961 . . . 824,094 19,199,223 May 15, 1970 . . . 1,177,009 1,200,555
November15, 1961 . 840,576 18,358,647 November15, 1970 . 1,200,555 —

May 15, 1962 . . . 857,387 17,501,260

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesarespecifiedasthepremiums payableon repaymentin
advanceof maturity of anypart of theprincipal amountof theLoan pursuantto Sec-
tion 2.05 (b) of the Loan Regulationsor on the redemptionof any Bond prior to its
maturity pursuant to Section 6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premium
Not more than 5 yearsbeforematurity /2%

More than 5 yearsbut notmore than 10 yearsbeforematurity 1 %
More than 10 yearsbut not more than 15 yearsbeforematurity l~/4%
More than 15 yearsbut not more than 20 yearsbefore maturity 2’/2%

SCHEDULE 2

DESCRIPTION OF PROJECT

TheProjectof the Borrower consistsof the constructionof sevennew powerstations
with a total installedcapacityof about700,000kw, the installation of 235,000kw addi-
tional capacity in existing power stations, the constructionof about 1,300 miles high-
tensiontransmissionlines, the installationof approximately1,000,000kva of transformer
capacityand the installation of suitableinterconnectorsto provide for interchangeof
powerbetweencertain of its stations. The Project contemplatesthe expenditureby
the Borrower of the equivalent of approximately~ S.A. 59,100,000during the years
1950 through 1955 for suchpurposes.

Theproceedsof theLoanareto beusedto assistin the financingof turbo-generators
and accessories,boilers and accessories,electrical apparatus,including switch gear,
transformers,power andcontrolcable, cablefor station lighting andgrounding,pumps,
piping andstructuralmaterials.
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