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No. 2715. LOAN AGREEMENT1 (DAMODAR PROJECT)
BETWEEN INDIA AND THE INTERNATIONAL BANK
FOR RECONSTRUCTION AND DEVELOPMENT.
SIGNED AT WASHINGTON, ON 23 JANUARY 1953

AGREEMENT, dated January23, 1953, betweenINDIA, acting by its
President,partyof the first part,and INTERNATiONAL BANK FORRECONSTRUCTION
AND DEVELOPMENT (hereinaftercalledthe Bank), party of the secondpart.

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section 1.01. The parties to this Agreementaccept all the provisions of
LoanRegulationsNo. 32 of the Bank, datedOctober15, 1952,subject,however,
to the modifications thereofset forth in Schedule33 to this Agreement(such
Loan RegulationsNo. 3 as so modified being hereinaftercalledthe Loan Regu-
lations), with the sameforce and effect as if theywere fully set forth herein,
provided that the term Borrower meansIndia, actingby its President.

Section 1.02. The term Damodar means Damodar Valley Corporation,
a corporationorganizedandexistingunderthe laws of India.

The term ProjectAgreement4meansthe agreementof evendateherewith
betweenthe Bank and Damodar.

The term Participating Governmentmeansthe Borrower and the States
of Bihar andWestBengalandany other Governmentwhich shall be addedas a
ParticipatingGovernmentby amendmentof the DamodarValley Corporation
Act, 1948, or any successorof any of the foregoing.

Article II

THE LOAN

Section2.01. The Bank agreesto lend to the Borrower, on the terms and
conditionsin this Agreementset forth or referredto, the sumof nineteenmillion

Cameinto force on 22 March 1954, upon notification by the Bank to the Governmentof
India.2

Seep. 162 of this volume.
~ Seep. 160 of this volume.
~ Seep. 162 of this volume.
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five hundred thousand dollars ($19,500,000), or the equivalent thereof in
currenciesother than dollars.

Section 2.02. The Bank shall open a Loan Account on its booksin the
nameof the Borrower andshall credit to suchAccountthe amountof the Loan.
The amountof the Loan may bewithdrawn from the Loan Accountasprovided
in, and subject to the rights of cancellationand suspensionset forth in, the
Loan Regulations.

Section 2.03. For the purposesof Section 2.02 of the Loan Regulations
three-fourthsof oneper cent (3/4 of 1 °~))per annumis specifiedas the rate of
commitmentchargeanda date90 daysafter the dateof this Agreementor the
Effective Date, whichevershall bethe earlier, is specifiedasthe datefrom which
it will commenceto accrue.

Section 2.04. The rate of interest specified for the purposesof Section
2.03 of the Loan Regulationsis four and seven-eighthsper cent (4~i8%) per
annum.

Section 2.05. Exceptas the Borrower and the Bank shallotherwiseagree,
the chargepayablefor specialcommitmentsenteredinto by the Bank at the
requestof the Borrower pursuantto Section 4.02 of the Loan Regulations
shallbe at the rateof one-halfof onepercent(1/2 of 1 %) perannumon the prin-
cipal amount of any such specialcommitmentoutstanding.

Section 2.06. Interestand other chargesshall be payablesemi-annuallyon
January 15 and July 15 in eachyear.

Section2.07. The Borrower shall repaythe principal of the Loan in ac-
cordancewith theamortizationschedulesetforth in Schedule11 tothis Agreement.

Article III

USE OF PROCEEDS OF THE LOAN

Section 3.01. The Borrower shall causethe proceedsof the Loan to be
applied exclusivelyto the cost of goodswhich will be requiredfor the carrying
out of the Project describedin Schedule22 to this Agreement. The specific
goodsto be purchasedout of the proceedsof the Loan shallbe determinedby
agreementbetweenthe Borrower andthe Bank, andthe list of such goodsmay
be modified from time to time by agreementbetweenthem.

Section 3.02. The Borrower shall causeall goods purchasedin whole or
in part with the proceedsof the Loanto beusedin theterritoriesof the Borrower
exclusively in the carrying out and operationof the Project.

‘See p. 156 of this volume.
2

Seep. 158 of this volume.
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Article IV

BONDS

Section4.01. The Borrower shallexecuteand deliver Bonds representing
the principal amount of the Loan as providedin the Loan Regulations.

Section 4.02. A Secretaryto the Governmentof India in the Ministry of
Finance,andsuch personor personsas he shall appoint in writing, or any of
them,are designatedasauthorizedrepresentativesof the Borrower for the pur-
posesof Section 6.12 of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section 5.01. (a) The Borrower shall causethe Project to be carriedout
and completedwith due diligenceandefficiencyand in conformity with sound
engineeringand financialpractices.

(b) The Borrower shall cause Damodar punctually to perform all the
covenantsandagreementson its part to beperformedasset forth in the Project
Agreement,andshall takeor causeto be takenall actionwhich shallbenecessary
in order to enable Damodarto perform such covenantsand agreements.

(c) The Borrower shall provideor causeto beprovidedascapitalpayments
to Damodar the funds required for the carrying out and completion of the
Project.

Section 5.02. (a) The Borrower and the Bank shall cooperatefully to
assurethat the purposesof the Loan will be accomplished.To that end,each
of them shall furnish to the other all such information as it shall reasonably
requestwith regardto the generalstatusof the Loan. On the part of the Bor-
rower, suchinformation shall include information with respectto financialand
economicconditions in the territories of the Borrower and the international
balanceof paymentsposition of the Borrower.

(b) The Borrower and the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelating to the purposes
of the Loan and the maintenanceof the service thereof. The Borrower shall
promptly inform the Bank of anyconditionwhich shallarisethat shall interfere
with, or threatento interferewith, the accomplishmentof the purposesof the
Loan or the maintenanceof the service thereof.

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

Section5.03. It is the mutual intentionof the Borrower andthe Bank that
no other externaldebtenjoy any priority over the Loanby way of a lien on gov-
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ernmental assets.To that end, the Borrower undertakesthat, except as the
Bank shallotherwiseagree,if any lien shall becreatedon any assetsof the Bor-
rower as security for any external debt, such lien will ipso facto equally and
ratably securethe paymentof the principal of, and interest and other charges
on, the Loan andthe Bonds, and that in the creationof any such lien express
provision will be made to that effect, provided, however, that the foregoing
provisionsof this Section shall not apply to (i) any lien createdon property, at
the time of purchasethereof,solely assecurityfor the paymentof the purchase
priceof such property; (ii) any lien on commercialgoodsto securea debt ma-
turing notmorethanoneyearafterthe dateon which it is originallyincurredand
to be paid out of the proceedsof saleof suchcommercialgoods;or (iii) any lien
arising in the ordinary course of bank transactionsto securea debt maturing
not morethan oneyear after the dateon which it is originally incurred.

The word Borrower as used in this Section meansthe Borrower or any
of its political subdivisionsor any agencyof any of the foregoing, including the
ReserveBank of India.

Section 5.04. The principal of, and interestandotherchargeson, the Loan
and the Bonds shall be paid without deduction for and free from any taxes
(including duties, fees or impositions) imposedunder the laws of the Borrower
or laws in effect in its territories; provided, however,that the provisionsof this
Section shall not apply to taxation of, or duties or fees or impositionsupon,
paymentsunderany Bond to a holderthereofother than the Bank when such
Bondis beneficially ownedby anindividual or corporateresidentof the Borrower.

Section 5.05. The Loan Agreement,the ProjectAgreementandthe Bonds
shall be free from any taxes(including duties, feesor impositions)that shall be
imposedunder the laws of the Borrower or laws in effect in its territorieson or
in connectionwith the execution,issue,delivery or registrationthereofandthe
Borrower shall pay all such taxes (including duties, fees and impositions), if
any, imposedunderthe laws of the country or countriesin whosecurrencyor
curienciesthe Loan andthe Bondsarepayableor laws in effect in the territories
of suchcountry or countries.

Section 5.06. The principal of, and interest and other chargeson, the
Loan andthe Bondsshall be paid free from all restrictions imposedunder the
laws of the Borrower or laws in effect in its territories.

Section 5.07. The Borrower shall causeto be providedthe funds necessary
to replaceor repair any goodspurchasedin whole or in part with the proceeds
of the Loan which shall be damaged,destroyedor lost.

No. 2715
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Article VI

REMEDIES OF THE BANK

Section 6.01. If any eventspecified in paragraph(a) or paragraph(b) of
Section5.02 of the Loan Regulationsshalloccurand shallcontinuefor a period
of thirty daysor if any eventspcified in paragraphs(c) or (h) of Section 5.02of
the Loan Regulationsshalloccur andshall continuefor a period of sixty days
after noticethereofshallhavebeengiven by the Bankto the Borrower, thenat
any subsequenttime during the continuancethereof, the Bank, at its option,
may declarethe principal of the Loan and of all the Bonds then outstanding
to be dueandpayableimmediately,anduponany suchdeclarationsuchprincipal
shall becomedueandpayableimmediately,anythingin this Agreementor in the
Bonds to the contrary notwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01. The following events are specified as additional conditions
to the effectivenessof this Agreementwithin the meaning of Section 9.01 (b)
of the Loan Regulations:

(a) that the executionand deliveryof the Project Agreementon behalf of
Damodarshallhavebeenduly authorizedor ratified by all necessaryaction of
Damodar;

(b) that all necessaryacts, consentsand approvalsto authorize the con-
structionandoperationof theProjectby Damodarwith all necessarypowersand
rights in connectiontherewith shallhavebeenperformedor given.

Section 7.02. The following are specifiedas additional matters,within the
meaning of Section 9.02 (c) of the Loan Regulations,to be included in the
opinion or opinions to be furnishedto the Bank:

(a) that Damodarhasfull powerandauthority to constructandoperatethe
Projectandhasall necessaryrights andpowersin connectiontherewithandthat
all acts, consentsand approvals of each of the Participating Govern~n~nts
necessarytherefor have beenduly and validly performedor given;

(b) that the ProjectAgreementhasbeenduly authorizedby, and executed
and delivered on behalfof, Damodarand is a valid and binding obligation of
Damodarin accordancewith its terms.

Section 7.03. A date90 days after the date of this Agreement is hereby
specified for the purposesof Section9.04 of the Loan Regulations.

No. 2715
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Article VIII

MISCELLANEOUS

Section 8.01. The Closing Date shall be June30, 1956.

Section 8.02. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations:

For the Borrower : The Secretary,Ministry of Finance, Governmentof
India, New Delhi, India.

For the Bank: International Bank for Reconstructionand Development,
1818 H Street,N.W., Washington25, District of Columbia, United Statesof
America.

Section 8.03. A Secretaryto the Governmentof India in the Ministry of
Financeis designatedfor the purposesof Section8.03 of the Loan Regulations.

IN WITNESS WHEREOF, the partieshereto, acting through their represent-
atives thereuntoduly authorized,havecausedthis Agreementto be signed in
their respectivenamesanddeliveredin the District of Columbia,United States
of America, as of the day and year first abovewritten.

India
By G. L. MEUTA

Authorized Representative

InternationalBank for ReconstructionandDevelopment
ByEugeneR.BLACK

President

SCHEDULE 1

AMORTIZATION SChEDULE

Principal
Amount

Outstanding

Date
PaymentDue

Paymentof
Principal

(expressed
in dollars) ~

After Each
Payment
(expressed

in dollars) *

January15, 1956 . — $19,500,000
July 15, 1956 . . $262,000 19,238,000
January15, 1957 . 268,000 18,970,000
July 15, 1957 . . 275,000 18,695,000
January15, 1958 . 281,000 18,414,000
July 15, 1958 . . 288,000 18,126,000
January15, 1959 . 295,000 17,831,000
July 15, 1959 . . 302,000 17,529,000
January15, 1960 . 310,000 17,219,000
July 15, 1960 . . 317,000 16,902,000
January15, 1961 . 325,000 16,577,000

Principal
Amount

Date
PaymentDue

Paymentof
Principal

(expressed
in dollars) *

Outstanding
After Each

Pay,nent
(expressed

in dollars) ~

July 15, 1961 . . $333,000 $16,244,000
January15, 1962 . 341,000 15,903,000
July 15, 1962 349,000 15,554,000
January15, 1963 . 358,000 15,196,000
July 15, 1963 . . 367,000 14,829,000
January15, 1964 . 376,000 14,453,000
July 15, 1964 . . 385,000 14,068,000
January15, 1965 . 394,000 13,674,000
July 15, 1965 . . 404,000 13,270,000
January15, 1966 . 414,000 12,856,000
July 15, 1966 . . 424,000 12,432,000
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Date
PaymentDue

January15, 1967
July 15, 1967
January15, 1968
July 15, 1968
January15, 1969
July 15, 1969
January15, 1970
July 15, 1970
January15, 1971
July 15, 1971
January15, 1972

Paymentof
Principal

(expressed
in dollars) *

$434,000
444,000
455,000
466,000

• 478,000
489,000

• 501,000
514,000
526,000
539,000
552,000

Principal
Amount

Outstand:ng
After Each

Payment
(expressed

in dollars) ~

$11,998,000
11,554,000
11,099,000
10,633,000
10,155,000
9,666,000
9,165,000
8,651,000
8,125,000
7,586,000
7,034,000

Date
PaymentDue

July 15, 1972
January15, 1973
July 15, 1973
January15, 1974
July 15, 1974
January15, 1975
July 15, 1975
January15, 1976
July 15, 1976
January15, 1977
July 15, 1977

Paymentof
Principal

(expressed
in dollars) ~

$565,000
579,000
593,000
608,000
623,000
638,000
653,000
669,000
686,000
702,000
718,000

Principal
Amount

Outstanding
After Each

Payment
(expressed

in dollars) 4~

$6,469,000
5,890,000
5,297,000
4,689,000
4,066,000
3,428,000
2,775,000
2,106,000
1,420,000

718,000

* To the extentthat any part of the Loan is repayablein a currencyotherthan dollars (see
Loan Regulations,Section3.02)thefigures in thesecolumnsrepresentdollarequivalentsdetermined
asfor purposesof withdrawai.

PninvilUMs ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiumspayableon repayment
in advanceof maturity of any part of the principal amount of the Loan pursuantto
Section2.05 (b) of the Loan Regulationsor on theredemptionof anyBond prior to its
maturitypursuantto Section6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premium

Not more than 5 yearsbefore maturity
More than5 yearsbut not morethan 10 yearsbeforematurity 1%
More than 10 yearsbut not morethan 15 yearsbeforematurity 1 1/~%

More than 15 yearsbut not more than20 yearsbeforematurity 2%
More than20 yearsbefore maturity 2 ~/~%

SCHEDULE 2

DESCRIPTION OF THE PROJECT

The Project, located in the DamodarValley and adjacentareas in the statesof
Bihar andWestBengal,will consistof two multi-purposedams;two hydroelectricpower
plantsto be connectedto the DamodarValley grid; andan irrigation systemincluding
a barrage,and irrigation andnavigationcanals.

Maithon

The Maithon Dam and HydroelectricGeneratingPlant will be situatedon the
BarakarRiver eight miles above its confluencewith the DamodarRiver. The multi-
purposedamwill be acombinationof earthandconcretegravity constructionrisingabout
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162 feetabovethe river bed,its primary function being flood control, althoughit will
also be usedfor irrigation andpower. The reservoircreatedbehindthe dam will have
a capacityof 1,104,000acrefeet. The undergroundpowerplantwill havea generating
capacityof 60,000 kilowatts.

PanchetHill
ThePanchetHill Dam andHydroelectricGeneratingPlant will be situatedon the

DamodarRiver approximately13 miles aboveits junctionwith theBarakarRiver, The
dam will be a combinationof earthand concretegravity constructionrising about 133
feet abovethe river bed. Like Maithon, the dam will be multi-purpose,with flood
control its primary function. The reservoircreatedbehindthe dam will havea total
capacityof 1,214,000acrefeet. The powerplant, with a generatingcapacityof 40,000
KW, will be of conventionalabovegrounddesign.

The reservoirswill be stockedwith fish.

Durgapur Barrageand Irrigation System

The DurgapurBarragewill be constructedat Durgapuron the lower Damodar
River, aboutnine miles upstreamfrom the AndersonWeir, and will be of the floating
raft typeconstructedover threelinesof sheetpiling. The structurewill include gates
for releasingwater, a lock for navigation, fish laddersand a roadway. The length
of the concretesectionof the barragewill be 2,305 feet. The right bank regulatoris
designedto pass2,130cubic feet per secondand the left bank, 9,400. The main irri-
gation canal, which will also be used for navigation,will connectthe Damodarand
Hooghly Rivers andwill be approximately80 miles long with an averagewidth of 60
feetandminimumdepthof 9 feet. On the left bankbesidesthe main canal therewill
be about 800 miles of branchcanalsand ditches,398 miles of drainagechannelsand
50 miles of old canalswhich will be rehabilitated. The right banksystemwill consist
of about 850 miles of main canalsand ditches. There will also be lower locks at the
Kunti River, regulators,falls and bridges.

Thetwo hydroelectricplantswill belocatedon andconnectedto the DamodarValley
transmissiongrid alreadyunderconstructionby Damodar.

Waterwill be suppliedfor industrialanddomesticuse.

SCHEDULE 3

MODIFICATIONS OF Lo~rcREGULATIONSNo. 31

For the purposesof this Agreement,Loan RegulationsNo. 3 of the Bank, dated
October 15, 1952, shall be deemedto be modified by the deletionof paragraph(h) of
Section 5.02 and the substitutionthereforof the following:

“(h) if defaultshallbe madein the performanceof any covenantor agreement
on the partof Damodarsetforth in theProjectAgreementor in theProjectAgree-
ment betweenthe Bank and DamodardatedApril 18, 1950.”

‘See p. 162 of this volume.
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INTERNATIONAL BANK FOR RECONSTRUCTIONAND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO MEMBER GOVERNMENTS

[Not publishedherein. SeeUnitedNations,Treaty Series,Vol. 165, p. 252.]

PROJECTAGREEMENT (DAMODAR PROJECT)

AGREEMENT,datedJanuary23,1953,betweenINTERNATIONAL BANK FOR REcoN-
STRUCTION AND DEVELOPMENT (hereinaftercalled the Bank) and DAMODAR VALLEY
CORPORATION(hereinaftercalledDamodar).

WHEREAS by an agreementof evendateherewithbetweenIndia (hereinaftercalled
the Borrower)and the Bank, which agreementandthe SchedulesandLoan Regulations
thereinreferredto arehereinaftercalled the Loan Agreement,1the Bank hasagreedto
maketo the Borrower a loan in theaggregateprincipal amountof nineteenmillion five
hundredthousanddollars ($19,500,000)or the equivalentthereofin othercurrencies
on thetermsandconditionssetforth in theLoanAgreement,butonly onconditionthat
Damodaragreesto undertakecertain obligationsto the Bank as hereinafterin this
Agreementset forth; and

WHEREASDamodar,in considerationof theBank’s enteringinto theLoan Agreement

with the Borrower,hasagreedto undertakethe obligationshereinafterset forth;
Now THEREFOREthe partiesheretoherebyagreeas follows:

Article I

DEFINITIONS

Whereverused in this Agreementunlessthe contextshall otherwiserequire, the
severaltermsdefinedin the Loan Agreementshall havethe respectivemeaningstherein
set forth.

Article II

PARTICULAR COVENANTS OF DAMODAR

Damodarherebycovenantsas follows:

Section1. Damodarwill carry out and completethe Projectandwill operateand
maintain the propertyand equipmentincluded in the Projectwith due diligence and
efficiency and in conformitywith soundengineeringand financial practices.

‘See p. 145 of this volume.
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Section2. Damodar will, immediately upon the preparationthereof, furnish to
the Bank theplans andspecificationsfor theProjectin suchform anddetail as the Bank
shall reasonablyrequest. Any material modifications or changesin such plans and
specificationswill be promptlyfurnishedto the Bank.

Section 3. Damodarwill maintainor causeto be maintainedbooks, accountsand
recordsadequateto identify the goodspurchasedin whole or in part with the proceeds
of the Loan, to disclosethe end-usethereofin theProject,to recordthe progressof the
Project, and to reflect in accordancewith consistentlymaintainedsoundaccounting
practicesthe operationsand financial conditionof the Project.

Section4. Damodarwill enableaccreditedrepresentativesof the Bank to inspect
any and all goodspurchasedin whole or in part out of the proceedsof the Loan, the
Project,and any otherpropertiesor equipmentownedor operatedby Damodarto the
extentthatthe constructionor operationthereofaffectsthe economicalandefficient con-
struction,operationand maintenanceof the Project, and to inspect,audit and make
copiesof, any books,accounts,records,contracts,orders, invoices, studies,reportsand
otherdocumentsrelatingto the goodspurchasedin whole or in partout of the proceeds
of the Loan, and theuse thereofin theProject,or to theprogressof theProject.

Section5. Damodarwill furnish or causeto be furnishedto the Bank all such
information,at suchtimes, in suchform andin suchdetail, as the Bankshall reasonably
request,relating to the expenditureof the proceedsof the Loan, the useof the goods
purchasedin whole or in part therewith,the progressof the Projectand, to the extent
that they affect the economicaland efficient construction,operationand maintenance
of the Project, the operationsand financial condition of Damodar.

Section 6. In orderthatthe BankandDamodarmay cooperateto the fullest extent
in assuringthat the purposesof the Loan shallbe accomplished:(a) Eachpartyto this
Agreementshall from time to time, asthe otherpartyheretoshall reasonablyrequest,
afford such other party all reasonableopportunity for exchangesof views between
their respectiveaccreditedrepresentativesin regardto any and all matters relating to
the Loanand the purposesfor which it was granted,the Projectand the othermatters
coveredby this Agreement. The suggestionsand observationsmadeby either party
pursuantto anyprovisionsof this Sectionshallbe receivedby theotherparty in a spirit
of mutualcooperationandshallbe given dueconsideration.

(b) Damodarwill promptlyinform the Bank throughtheBorrower of anycondition
which shall arisethatshall prevent,or threatento prevent,theperformanceby Damodar
of its obligationsunderthis Agreementor shallincreaseor threatento increasematerially
the estimatedcost of the Project.

Section 7. Damodarwill importor causeto beimportedinto the territoriesof the
Borrower all goodspurchasedin whole or in part with the proceedsof the Loan and,
except as shall be otherwiseagreedin writing by the Bank andby the Borrower, wilt
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use them thereor will causethem to be usedthereexclusively in the carryingout and
operationof theProjectandwill obtaintitle to all suchgoodsfree andclearof all incum-
brances.

Section 8. Damodarwill not, without the prior written consentof the Bank, sell,
pledge,mortgageor otherwisedisposeof anygoodspurchasedor paid for in wholeor
in part out of the proceedsof the Loan.

Article III

MISCELLANEOUS PROVISIONS

Section 1. No holderof any Bond other thanthe Bank shallby virtue of being the
holder thereofbe entitled to exerciseany of the rights conferred,or be subjectto any
of the conditionsor obligationsimposed,upon the Bank underthis Agreement.

Section2. Any notice, demandor requestrequiredor permittedto be given or
madeunderthis Agreementshall be in writing and shallbe deemedto havebeenduly
given or madewhenit shall be deliveredin writing or by telegram,cableor radiogram
to the partyto which suchnotice,demandor requestis requiredor permittedto begiven
or madeat its addresshereinafterspecified,or at suchotheraddressas suchparty shall
havedesignatedby noticein writing to the partygiving or makingsuchnotice, demand
or request. The addressessospecifiedare

(a) For Damodar:Secretary, Damodar Valley Corporation, Anderson House,
Calcutta27, India.

(b) For the Bank: International Bank for Reconstructionand Development,
1818 H Street,N. W., Washington25, District of Columbia,United Statesof America.

Section3. This Agreementmay be executedin severalcounterparts,eachof which
shall bean original and all collectively but one instrument.

Section 4. Any action requiredor permittedto be taken,and any documentsre-
quiredor permittedto be executed,underthis Agreementon behalfof Damodarmay
be takenor executedby its Chairmanor anypersonthereuntoauthorizedin writing by
him.

Section 5. Damodarshall furnish to the Bank sufficient evidenceof the authority
of the personor personswho will, on behalfof Damodar,take any actionor execute
any documentsrequiredor permittedto be takenor executedby Damodarpursuantto
any of the provisionsof this Agreementand the authenticatedspecimensignatureof
eachsuch person.

Article IV

EFFECTIVE DATE

Section 1. This Agreementshall come into force andeffect on the Effective Date.
If, pursuantto Section9.04of the Loan Regulations,the Bankshall terminatetheLoan
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Agreement,the Bank shall promptly notify Damodarthereofandupon the giving of
suchnotice, this Agreementand all obligationsof the partieshereundershall forthwith
ceaseand determine.

Section2. If and whenthe entire principal amount of the Loan shall havebeen
paid or causedto be paidby the Borrower (or shall havebeencancelled),togetherwith
the redemptionpremium,if any,on the redemptionof all Bondswhich shall havebeen
calledfor redemptionandall interestandotherchargeswhich shallhaveaccruedon the
Loan and the Bonds, this Agreementandall obligationsof Damodarandof the Bank
hereundershall forthwith terminate.

IN WITNESS WHEREOF the partiesheretohavecausedthis Agreementto be signed
in their respectivenamesby their representativesthereuntoduly authorizedas of the
day andyear first abovewritten.

InternationalBank for Reconstructionand Development
By EugeneR. BLACK

President

DamodarValley Corporation
By S. N. MOZUMDAR

AuthorizedRepresentative
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