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No. 2719. GUARANTEE AGREEMENT1 (IRONAND STEEL
PROJECT) BETWEEN INDIA AND THE INTERNA-
TIONAL BANK FOR RECONSTRUCTIONAND DEVEL-
OPMENT. SIGNED AT WASHINGTON, ON 18 DE-
CEMBER 1952

AGREEMENT, datedDecember18, 1952, betweenINDIA, acting by its
President,(hereinafter called the Guarantor) and INTERNATIONAL BANK FOR

RECONSTRUCTIONAND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS an Agreement,as recited in the Loan Agreement(as hereinafter
defined)is proposedto be enteredinto betweenthe GuarantorandThe Indian
Iron andSteel Company,Limited (hereinaftercalledthe Borrower) regulating
the terms upon which necessaryfinancial assistance,additional to the loan
hereinafterreferredto, will befurnishedby the Guarantorto the Borrower; and

WHEREAS by an agreementof evendateherewith betweenthe Bank and
the Borrower, which agreementand the schedulesthereinreferredto arehere-
inafter called the Loan Agreement,2the Bank hasagreedto maketo the Bor-
rower a loan in the aggregateprincipal amount of Thirty One Million Five
HundredThousanddollars ($31,500,000), or the equivalentin othercurrencies,
on the terms and conditionsset forth in the Loan Agreement,but only on
condition that tht hereinbeforerecited agreementis duly completedand that
the Guarantoragreesto guaranteethe paymentof the principal, interest and
other chargeson suchloan; and

WHEREAS the Guarantor, in considerationof the Bank’s enteringinto the
Loan Agreementwith the Borrower,hasagreedto guaranteethe paymentof the
principal, interestand otherchargeson suchloan;

Now THEREFORE the partiesheretoherebyagreeas follows:

Article I

Section 1.01. The parties to this GuaranteeAgreement accept all the
provisions of Loan RegulationsNo. 43 of the Bank datedOctober 15, 1952
subject,however,to the modifications thereof set forth in Schedule44 to said
Loan Agreement(saidLoan RegulationsNo. 4 as somodified being hereinafter

1 Cameinto force on 29 October 1954, upon notification by the Bank to theGovernmentof
India.

Seep. 248 of this volume.
~Seep. 274 of this volume.
~Seep. 268 of this volume.
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calledthe Loan Regulations),with the sameforce andeffect asif they werefully
set forth herein. The terms defined in Section 1.02 of said Loan Agreement
shall havethe samemeaninghereinas if suchSectionwerefully set forth herein.

Article II

Section 2.01. Without limitation or restriction upon any of the other
covenantson its part in this Agreementcontained,the Guarantorherebyuncon-
ditionally guarantees,asprimary obligor and not assurety merely, the due and
punctual of the principalof, andthe interestand other chargeson, the Loan,
the principal of, and interest on the Bonds and the premium, if any, on the
prepaymentof the Loan or theredemptionof the Bonds, all as set forth in the
Loan Agreement,the Trust Deedand in the Bonds.

Article III

Section3.01. It is the mutual intention of the Guarantorandthe Bank that
no other externaldebtshall enjoy any priority over the Loan by way of a lien
on governmentalassets.To that end, the Guarantorundertakesthat, except
as the Bank shall otherwiseagree,if any lien shallbe createdon any assetsof the
Guarantoror of any of its political subdivisionsor of any agencyof the Guarantor
or of any suchpolitical subdivisionas security for any externaldebt, such lien
will ipso facto equally and ratablysecurethe paymentof the principal of, and
interestandotherchargeson, the Loan andthe Bonds, andthat in the creation
of anysuchlien expressprovisionshall bemadeto that effect;provided,however,
that the foregoingprovisions of this Section shall not apply to: (a) any lien
createdon property, at the time of purchasethereof, solely as security for the
paymentof the purchaseprice of such property; (b) any pledgeof commercial
goodsto securedebtmaturing not morethan one year after its dateand to be
paid out of the proceedsof saleof such commercialgoods;or (c) any pledgeby
the ReserveBank of Indiaof any of its assetsin the ordinarycourseof its banking
businessto secureany indebtednessmaturing not more thanone year after its
date.

Section 3.02. (a) The Guarantorand the Bank shall cooperatefully to
assurethat the purposesof the Loan shall be accomplished. To thatend, 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
Guarantor,such information shall include information with respectto financial
andeconomicconditionsin the territoriesof the Guarantorandtheinternational
balanceof paymentspositionof the Guarantor.
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(b) The Guarantorandthe Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto the purposesof
the Loan and the maintenanceof the servicethereof. The Guarantorshall
promptly inform the Bank of any conditionwhich shallarisethat shall interfere
with, or threatento interferewith, the accomplishmentof the purposesof the
Loan or the maintenanceof the service thereof.

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

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
taxes (including duties, fees or impositions) imposedunder the laws of the
Guarantoror laws in effect in its territories; provided, however,that the pro-
visionsof thisSectionshallnotapplyto taxationof, or dutiesor feesor impositions
levied upon, paymentsunderany Bond to a holderthereofother than the Bank
whensuch Bond is beneficially ownedby an individual or corporateresidentof
the Guarantor.

Section 3.04. The Loan Agreement,the GuaranteeAgreement,the Trust
Deed andthe Bondsshall be free from any taxes(includingduties, feesor im-
positions) that shall be imposedunder the laws of the Guarantoror laws in
effect in its territorieson or in connectionwith the execution,issue,deliveryor
registrationthereof.

Section3.05. Theprincipal of, andinterestandotherchargeson, the Loan
and the Bonds shall be paid by the Borrower andthe Guarantorfree from all
restrictions imposedby the laws of the Guarantoror laws in effect in its terri-
tories.

Article IV

Section 4.01. The Guarantorshall endorse, in accordancewith the pro-
visions of the LoanAgreementandof the Loan Regulations,its guaranteeon the
Bonds to be executedand delivered by the Borrower. A Secretaryto the
Governmentof India in the Ministry of Financeandsuchpersonor personsas
he shall designatein writing aredesignatedas the authorizedrepresentativesof
the Guarantorfor the purposesof Section 6.12 (b) of the Loan Regulations.

Article V

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

For the Guarantor: The Secretary,Ministry of Finance, Governmentof
India, NewDelhi, India.
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For the Bank: International Bank for Reconstructionand Development,
1818 H Street,N.W., Washington25, District of Columbia, United Statesof
America.

Section5.02. A Secretaryto the Governmentof India in the Ministry of
Financeis designatedfor the purposesof Section8.03 of the Loan Regulations.

IN WITNESS WHEREOF the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis GuaranteeAgreementto be signed
in their respectivenamesand delivered in the District of Columbia, United
Statesof America,as of the day andyear first abovewritten.

India
By G. L. MEJITA

AuthorizedRepresentative
InternationalBankfor ReconstructionandDevelopment

By W. A. B. ILIFF
Assistant to the President

LOAN AGREEMENT (IRON AND STEEL PROJECT)

AGREEMENT, dated December18, 1952, between INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bank) and THE INDIAN
IRON AND STEEL COMPANY, LIMITED, a companyduly incorporatedunder the Indian
CompaniesAct 1913 (hereinaftercalled the Borrower).

WHEREAS (A) By the Iron and Steel CompaniesAmalgamationOrdinance, 1952
of India provision hasbeenmadethat theundertakingof The Steel Corporationof Ben-
gal, Limited shall, with effect from January1, 1953,be transferredto and amalgamated
with thatof theBorrower,andtheprovisionsof saidOrdinanceareproposedto beenacted
by Parliament;

(B) The Bank hasbeenrequestedto granta loan to the Borrower;

(C) The said loan is to beguaranteedasto paymentof principal, interestand other
chargesby theGovernmentof Indiaupon thetermsof a GuaranteeAgreementof even
date herewith and is to be securedby a First Fixed Mortgageupon the Borrower’s
immovablepropertiesandaFirst Floating Chargeupon theremainderof theBorrower’s
undertakingand assets,including uncalled capital, which Mortgageand Chargeare to
be constitutedby the TrustDeed as hereinafterdefined;

(D) The Mortgageand Chargeto be constituted by theTrust Deedare to rank
pan passuwith a MortgageandChargeconstitutedby the 1937 Trust Deed(asherein-
afterdefined)securingtheBorrower’s4% FirstMortgageDebentures,whichDebentures
by their termsmaturefor repaymenton December31, 1966;
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(E) The holdersof theBorrower’s4% First MortgageDebentureshaveconsented
to modificationsof the 1937 TrustDeedso as to permit theMortgageand Chargeto be
constitutedby theTrustDeedto rankpan passuwith theMortgageandChargeconstitut-
ed by the 1937 Trust Deedupon terms(inter alia) thateachof suchholders receivean
option to havehis saidDebenturesrepaid at par on December31, 1961;

(F) An Agreementin the termsof the draft datedDecember9, 1952, initialled on
behalfof theGovernmentof India andtheBorrower is proposedto be enteredinto be-
tween the Governmentof India and the Borrower regulating the termsupon which
necessaryfinancial assistance,additional to the loan hereinafterprovided for, will be
furnishedby theGovernmentof India to theBorrower; and

WHEREASthe Bank has,upon thebasisof the foregoing, agreedto makea loan to
the Borrowerupon the termsandconditionshereinaftersetforth;

Now THEREFORE, it is hereby agreedas follows:

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section 1.01. The partiesto this Loan Agreementacceptall theprovisionsof Loan
RegulationsNo. 4’ of theBank datedOctober15, 1952, subject,however, to themodi-
ficationsthereofsetforth in Schedule42 to this Agreement(said Loan RegulationsNo. 4
as so modified beinghereinaftercalled theLoan Regulations),with thesameforce and
effect as if they were fully set forth herein.

Section1.02. Theterm“Trust Deed” meanstheTrustDeedto beexecutedby the
Borrower in accordancewith theprovisionsof Section5.04(a)of Article V of this Agree-
ment and shall include any deed supplementaltheretowhich shall be executedand
deliveredin accordancewith theprovisionsof theTrustDeed.

The term “GovernmentAgreement” meansthe hereinbeforerecited Agreement
proposedto be enteredinto betweentheGovernmentof India andtheBorrower subject
to such changesas may be agreedby the partiestheretoand the Bank.

The term “1937 Trust Deed” meanstheTrust DeeddatedMarch 12, 1937 made
betweentheBorrowerof thefirst part, theBengalIron CompanyLimited (in liquidation)
of thesecondpart, Victor CharlesWillett PooleyandMills Findlay Anderson(as Liqui-
dators)of the third partandThe Indian andGeneralInvestmentTrust Limited of the
fourth part, securinganissueof £1,500,0004% First MortgageDebenturesof theBor-
rower andshall includeany Deedor Deedssupplementalto thesaidTrust Deeddated
March 12, 1937.

The term “subsidiary” meansa companywhich is a subsidiaryof the Borrower
within the meaningof the Indian CompaniesAct 1913 (or any amendmentthereof).

1 Seep. 274 of this volume.
2 Seep. 268 of this volume.
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Article II

THE LOAN

Section2.01. TheBank agreesto lendto theBorrower,on thetermsandconditions
in this Agreementsetforth or referredto, thesumof Thirty-one Million, Five Hundred
Thousand dollars ($31,500,000),or the equivalent thereof in currenciesother than
dollars.

Section2.02. The Bank shallopena Loan Accounton its booksin the nameof the
Borrowerandshall credit to suchAccounttheamountof the Loan. The amountof the
Loan maybewithdrawnfrom theLoanAccount asprovidedin, andsubjectto the rights
of cancellationandsuspensionsetforth in, theLoan Regulations.

Section2.03. The Borrower shall payto theBank a commitmentchargeat the rate
of three-fourthsof oneper cent (3/4 of 1%) per annum on theprincipal amountof the
Loan not so withdrawn from time to time. Such commitmentchargeshall accrue
from theEffectiveDateor from a datebeing90 daysafter thedateof this Agreement,
whichevershall be theearlier, to the respectivedateson which amountsshall be with-
drawn by theBorrower from theLoan Account as provided in Article IV of theLoan
Regulationsor shall be cancelledpursuantto Article V of the Loan Regulations.

Section2.04. The Borrower shall pay interestat the rate of four andthreefourths
per cent (43/4%) per annumon theprincipal amountof theLoanso withdrawn andout-
standingfrom time to time.

Section 2.05. ExceptastheBankandtheBorrowershall otherwiseagree,thecharge
payablefor any specialcommitmententeredinto by theBank at the requestof theBor-
rowerpursuantto Section4.02 of theLoanRegulationsshall be at the rate of one-half
of onepercent(1/~of 1%)perannumon theprincipalamountof suchspecialcommitment
outstanding.

Section2.06. Interestand other chargesshall be payablesemi-annuallyon April
15 andOctober 15 in eachyear.

Section 2.07. (a) The Borrowershall repaytheprincipal of theLoan in accordance
with the amortizationscheduleset forth in Schedulel~to this Agreement. Provided
that if any of theholdersof the4% First Mortgage Debenturesshould fail to exercise
their option to be repaidat par on December31, 1961, then(i) an amountequalto two-
thirds of thebalanceof monieswhichwould but for suchfailure havebeenrequiredto be
appliedby theBorrower in suchrepayment,or (ii) SevenHundredandFourteenThou-
sanddollars ($714,000)or theequivalentin othercurrencies,whichevershall be the less,
shall be usedby theBorrower in additional amortization(without premiumon prepay-
ment)on April 15, 1962,of theLoanandtheamortizationschedulesetforth in Schedule
1 to this Agreementshall to thatextent be adjustedas theBank shall determine. For
thepurposeof determiningtheequivalentof onecurrencyin termsof another,thevalue
of suchcurrenciesshall be asreasonablydeterminedby theBank. In order to give effect
to the provisions of this Section, the Borrower shall, not later than January31, 1962,

1 Seep. 264 of this volume.
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inform the Bank of thenominal amount of 4% First MortgageDebenturesin respect
of which option of redemptionshall not havebeenexercisedas aforesaidwhereuponthe
Bankwill, as soonas practicablethereafter,inform theBorrower of thenecessaryadjust-
mentto theamortizationschedule.

(b) The Borrowershall not, without theconsentof theBank, payin advanceof the
duedateanyproportionof theprincipal of theconsolidatedloan referredto in theGov-
ernmentAgreementunlessit shall at thesametime pay in advanceof the duedatethe
sameproportion of the principal amountof the Loan then outstanding. In the case
of any suchpaymenttheamortizationschedulesetforth in Schedule1 to this Agreement
shall to suchextentbe adjustedas theBank shall determine.

Article III

USE OF PROCEEDSOF THE LOAN

Section 3.01. TheBorrower shall applytheproceedsof theLoan exclusivelyto the
cost of goodswhich will be requiredfor the carrying out of theProject describedin
Schedule21 to thisAgreement. Thespecificgoodssoto bepurchasedoutof theproceeds
of the Loan shall be determinedby agreementbetweenthe Borrower and the Bank,
andthelist of suchgoodsmaybemodifiedfromtimeto time by agreementbetweenthem.

Section 3.02. The Borrower shall causeall goodspurchasedwith the proceedsof
theLoan to be importedinto theterritoriesof theGuarantorandthereto beusedexclu-
sively in carryingout theProject and for the purposesof carrying on the Borrower’s
business.

Article IV

BONDS

Section 4.01. The Borrower shall executeand duly deliver Bonds (in registered
or bearerform as theBankshall request)representingtheprincipalamountof theLoan
of the form, tenor and purport prescribedin the Trust Deedandasprovided thereby
and in the Loan Regulations. All Bonds shall have the Guaranteeof the Guarantor
endorsedthereonsubstantiallyin the form setforth in Schedule32 to theLoan Regula-
tions.

Section 4.02. Exceptas theBankandtheBorrowershall otherwiseagreein writing,
the Borrower shall, againstpaymentby theBank of any amountto bewithdrawn from
the Loan Account pursuantto Article II of this Agreement,executeanddeliver to or
on the orderof the Bank, Bonds in the aggregateprincipal amountso paid, provided
thattheBank may,at its option, requiretheBorrower, assoon as practicableandwithin
60 daysafterthedateof therequestor within suchotherperiodas maybeagreedbetween
theBorrower andtheBank, to executeanddeliverto or on theorderof theBank, Bonds
in the aggregateprincipal amount specified in such request,not exceeding,however,
theaggregateprincipalamountof theLoan which shall havebeenwithdrawn andshall

‘See p. 266 of this volume.
Seep. 268 of this volume.
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be outstandingandunpaid at the dateof suchrequestand for which Bonds shall not
theretoforehavebeenexecutedanddelivered.

Section4.03. Any oneof the Directorsfor the time beingof the Borrower and
such otherpersonor persons(actingjointly or severallyas may be specified) as it may
appoint in writing aredesignatedas authorizedrepresentativesof the Borrower for the
purposesof Section6.12(a)of theLoan Regulations. Thesignatureof anysuchauthor-
ized representativeshall be countersignedby theManagingAgentsof the Borrower so
long as the Articles of Associationof theBorrower shall so require.

Section4.04. The Borrower shall effect anyoriginal issueof anyof the Bonds only
ashereinprovidedor to theGovernmentof India to evidencepaymentsmadeby it under
Clause1(i) or the first paragraphof Clause1 (vi) of theGovernmentAgreementto the
extentto which Bonds shall not theretoforehavebeenissuedby theBorrower, but not
otherwise.

Section4.05. The BankandtheBorrowershall beat liberty to makesucharrange-
mentsastheymayfrom time to time mutually agreeasto procedurefor the issue,authen-
tication anddelivery of Bonds and sucharrangementsmay be in addition to or in sub-
stitution for anyof theprovisionsof this Agreementor of theLoan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. The Borrower shall carry out and completetheProjectand operate
its undertakingwith duediligenceandefficiencyandin conformitywith soundengineering
and financial practices.

Section 5.02. (a) The Borrower shall furnish to the Bank, promptly upon their
preparation,thegeneralplansandspecificationsfor theProject,theconstructionschedule
andany materialmodificationssubsequentlymadetherein.

(b) The Borrowershall maintain recordsadequateto identify thegoodspurchased
out of theproceedsof theLoan, to disclosetheuse thereofin theProject, to record the
progressof theProject (including the cost thereof) and to reflect in accordancewith
consistentlymaintainedsoundaccountingpracticesthefinancialcondition andoperations
of the Borrower.

(c) The Borrower shall enable the Bank’s representativesto inspect any and all
goodspurchasedout of theproceedsof theLoan andthesites,works and construction
includedin theProjectandto examineany relevantrecordsanddocuments.

(d) The Borrower shall furnish to theBank all suchinformation as the Bank shall
reasonablyrequestconcerningtheexpenditureof theproceedsof theLoan, the useof the
goodspurchasedtherewith, theprogressof theProjectand theoperationsandfinancial
condition of theBorrower.

Section5.03. (a) The Bank and the Borrower shall cooperatefully to assurethat
thepurposesof theLoan will be accomplished. To thatend, eachof themshall furnish
to the otherall suchinformation asit shall reasonablyrequestwith regardto thegeneral
statusof the Loan.
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(b) The Bank and the Borrower shallfrom time to time exchangeviews through
their representativeswith regardto mattersrelatingto the purposesof the Loan and the
maintenanceof theservicethereof. The Borrower shall promptly inform the Bankof
any condition which shall arisethat shall, in its reasonableopinion, interfere with, or
threatento interferewith, theaccomplishmentof thepurposesof theLoan or themain-
tenanceof theservicethereofor shall increase,or threatento increase,theestimatedcost
of theProjectmateriallyovertheestimatedcostsetforth in Schedule3 to this Agreement.

(c) The Borrower shall procure that eachof its subsidiaries(if any) shall observe
andperformtheobligationsof theBorrowerhereunderto theextentto which the same
may be applicabletheretoas though suchobligationswerebinding upon eachof such
subsidiaries.

Section 5.04.(a) TheBorrower shall,as soonas practicable,executeanddeliverand
shall procureall other necessarypartiesto executeanddeliveraTrust Deedin favor of
suchTrusteesandin suchform as theBankmay reasonablyrequireto constituteby way
of securityfor theLoan a First Fixed Mortgageupon all the immovablepropertiesto
which the Borrower is now or may hereafterbecomebeneficially entitled and a First
FloatingChargeuponthe remainderof theBorrower’sundertakingandassets(including
uncalledcapital)suchMortgageandChargeto rank pan passuin point of securitywith
theMortgageandChargeconstitutedby the 1937TrustDeed,but otherwisein priority
to any other mortgage,chargeor lien upon anyof theBorrower’spropertiesor assets,
saveonly that theBorrower shall be entitled so as to rank in priority to or pan passu
with thesaid Floating Chargein favor of the Bank, to maintainexisting mortgagesor
chargesor to createmortgagesor chargesupon anyinvestmentsor securitiesof theBor-
roweror any goodsmanufacturedor in processof manufactureby theBorrower or the
proceedsof salethereofor thebills of lading or mercantiledocumentsrelating thereto
or anyconsumablestoresbelongingto theBorrower so far as suchmortgagesor charges
shall be intendedas securityfor loans from Bankersand othersor as security for any
other liability of theBorrower to its Bankersprovidedthatexcept with the consentof
theTrusteesandof theBanktheaggregateamountoutstandingat anyonetime of such
loansand liabilities shall not exceedRs. 50,000,000. The Trust Deed shall provide
(inter alia) that no subsidiaryof the Borrower shall at any time createany mortgage,
chargeor securityon its undertaking, propertiesor assets(including uncalled capital)
oranypartthereofotherwisethanin favorof theBorrowerandthatall mortgages,charges
or securitiescreatedby anysubsidiaryin favorof theBorrowershall be retainedby the
Borrower andshall not be sold,transferredor otherwisedisposedof by it andthat it will
not sell, transferor otherwisedisposeof any sharesfor the time beingheldby it in any
subsidiary.

(b) Subjectasaforesaid,theBorrowershall takeall necessarystepsandshall procure
all other necessarypartiesto take all necessarystepsto ensurethat all mortgagesand
charges(other than the Mortgageand Chargeconstitutedby the 1937 Trust Deed)
outstandingupon the property and assetsto which it and The Steel Corporationof
Bengal,Limited arebeneficiallyentitledshall be dischargedor bevariedto the reasonable
satisfactionof theBankso asto providethat theMortgageandChargeconstitutedby the
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TrustDeedshall rankfirst in point of securityuponsuchpropertyandassets(but subject
to the rights of theholdersof the Borrower’s4% First MortgageDebenturesas herein-
beforerecited).

Section 5.05. The Borrower shall payor causeto bepaidall taxes(includingduties,
feesor impositions), if any, imposedunderthe laws of the Guarantoror laws in effect
in its territorieson or in connectionwith theexecution,issue,delivery or registrationof
the Loan Agreement,theGuaranteeAgreement,Trust Deedor theBonds, or thepay-
ment of principal, interestor other chargesthereunder;provided, however, that the
provisionsof this Sectionshall not applyto taxationof (includingdutieslevied in respect
of, or feesor impositionsupon)paymentsunderanyBondto a holderthereofotherthan
the Bank whensuch Bond is beneficially ownedby an individual or corporateresident
of the Guarantor.

Section5.06. The Borrower shall payor causeto be paidall taxes(including duties,
feesandimpositions),if any, imposedunderthelawsof theUnited Kingdom or thecoun-
try or countriesin whosecurrencytheLoan andtheBonds arepayableor laws in effect
in theterritoriesof theUnitedKingdom or suchcountryor countrieson or in connection
with theexecution,issue,delivery or registrationof theLoan Agreement,theGuarantee
Agreement,the TrustDeedor the Bonds.

Section5.07. Exceptas shallbeotherwiseagreedbetweentheBankandthe Borrow-
er, theBorrowershall insureor causeto be insuredwith responsibleinsurersall goods
purchasedwith the proceedsof theLoan. Such insuranceshall cover such marine,
transit and other hazardsincident to delivery of the goodsinto the territoriesof the
Guarantor,andshall be for suchamounts,as shall be consistentwith soundcommercial
practice. Eachcontractof insuranceshall be payablein dollarsor in thecurrency in
which the costof the goodsinsuredthereundershall be payable.

Section 5.08. The Borrower shall not consentto any actiontakenat any meeting
of bondholdersor by written instrumentpursuantto theprovisionsof theTrust Deed
whichwould changethetermsof theBondsor adverselyaffectthe holdersthereofunless
the Bank shall haveexpressedin writing its approvalof such action or suchconsent.

Article VI

REMEDIES OF THE BANK

Section 6.01. If anyeventspecifiedin paragraph(a) or paragraph(b) of Section5.02
of theLoan Regulationsshall occurandshall continuefor a periodof thirty days,or if
the security constitutedby the Trust Deedshall becomeenforceable,or if any event
specifiedin paragraph(c) of Section 5.02 of theLoan Regulationsshall occurandshall
continuefor aperiodof sixty daysafternoticethereofshall havebeengivenby theBank
to theBorrower, thenat any subsequenttime during thecontinuancethereof,theBank,
at its option, may declaretheprincipal of theLoan andof all theBondsthenoutstanding
to be dueandpayableimmediately, andupon anysuchdeclarationsuchprincipal shall
becomedue and payable immediately, anything in this Loan Agreement, the Trust
Deed or in the Bonds to the contrary notwithstanding.
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Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01. The following eventsare specifiedas additional conditions to the
effectivenessof this Agreementwithin themeaningof Section9.01 (c) of theLoan Regula-
tions:

(a) ThattheGovernmentAgreementshallhavebeenduly executedandhavebecome
fully effective andbindingupon thepartiestheretoin accordancewith its terms.

(b) That the Borrower and The Steel Corporationof Bengal, Limited shall have
beenvalidly amalgamatedby anAct of Parliamentto beenactedin thesubstantiveterms
of TheIron andSteel CompaniesAmalgamationOrdinance,1952 of India, or otherwise
upon the sameterms.

(c) The Trust Deedshall havebeenduly executedanddeliveredandhavebecome
fully effective in accordancewith its termsand(exceptastheBank mayotherwiseagree)
all documentsrequiredto be registeredunderIndianlaw shall havebeenduly registered.

(d) Thattherequirementsof Section5.04(b) hereofshall havebeenvalidly complied
with.

(e) The Borrower shall have furnishedto the Bank a certificate as to its financial
condition in the sameterms(subject to such amendmentsas the Bank may agree)as
thecertificatefurnishedto theBankuponthesigning hereof.

Section 7.02. The following arespecifiedas additional matters,within themeaning
of Section 9.02 (d) of theLoan Regulations,to be included in theopinion or opinions
to be furnished to the Bank:

(a) That the Borrower and The Steel Corporationof Bengal, Limited havebeen
validly amalgamatedby an Act of Parliamentto be enactedin thesubstantivetermsof
The Iron and Steel CompaniesAmalgamationOrdinance,1952 of India, or otherwise
upon the sameterms.

(b) That theGovernmentAgreementhasbecomevalidly effectiveandbindingupon
the partiestheretoin accordancewith its terms.

(c) That theBorrower andall otherpartiesto theTrust Deedpurportingto mort-
gageor chargeimmovablepropertythereunderhavea goodandmarketabletitle to such
propertyunderIndian Law.

(d) That the Trust Deed has beenduly authorizedand executedand delivered
on behalf of theBorrower andall othernecessarypartiestheretoand constitutesa valid
andeffective MortgageandChargeenjoying priorities in accordancewith its termsand
thatno prior or pan passuchargesor encumbrances(otherthanas mentionedin Section
5.04(b) hereof)then exist on any partof thepropertyor assetsof theBorrower.

Section 7.03. A date90 daysafter thedateof this Agreementis herebyspecified
for the purposesof Section9.04 of the Loan Regulations.
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Article VIII

MISCELLANEOUS

Section 8.01. The Closing Dateshall be December31, 1957.

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

FortheBorrower: The IndianIron andSteel Company,Limited, 12, Mission Row,
Calcutta,1, India.

For the Bank: International Bank for Reconstructionand Development,1818
H Street,N.W., Washington25, D.C., UnitedStatesof America.

IN WITNESS WHEREOF,thepartieshereto,actingthroughtheirrepresentativesthereun-
to duly authorized,havecausedthis Loan Agreementto be signed in their respective
namesand delivered in the District of Columbia,United Statesof America as of the
day and yearfirst abovewritten.

InternationalBank for Reconstructionand Development
By W. A. B. ILIFF

Assistantto thePresident

The IndianIron andSteel Company,Limited
By Biren MOOKERJEE

Authorized Representative

SCHEDULE 1

AMORTIZATION SCHEDULE

* To the extent that any part of the Loan is repayablein a currencyotherthan dollars (see
Loan Regulations,Section3.02)thefiguresin thesecolumnsrepresentdollarequivalentsdetermined
as for purposesof withdrawal.

** This andsubsequentmaturitiesare subjectto adjustmentin accordancewith Section2.07

of the Loan Agreement.
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Principal
Amount

Date
PaymentDue

Paymentof
Principal

(expressed
in dollars) *

Outstanding
After Each

Payment
(expressed

,n dollars) ~

October15, 1958 . — $31,500,000
April 15, 1959 . . $1,311,000 30,189,000
October15, 1959 . 1,342,000 28,847,000
April 15, 1960 . . 1,374,000 27,473,000
October15, 1960 . 1,406,000 26,067,000
April 15, 1961 . . 1,440,000 24,627,000
October15, 1961 . 1,474,000 23,153,000
April 15, 1962 . . 1,690,000** 21,463,000
October15, 1962 . 1,730,000 19,733,000
April 15, 1963 . . 1,771,000 17,962,000

Date

PaymentDue

October15, 1963
April 15, 1964
October15, 1964
April 15, 1965
October15, 1965
April 15, 1966
October15, 1966
April 15, 1967
October15, 1967

Paymentof
Principal

(expressed
in dollars) *

$1,814,000
1,857,000
1,901,000
1,946,000
1,992,000
2,039,000
2,088,000
2,137,000
2,188,000

Principal
Amount

Outstanding
Afte, Each

Payment
(expressed

in dollars)’

$ 16,148,000
14,291,000
I 2,390,000
10,444,000
8,452,000
6,413,000
4,325,000
2,188,000
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesarespecified as the premiumspayableon repaymentin
advanceof maturityof any partof the principal amountof the Loan pursuantto Section
2.05(b)of the Loan Regulationsor on the redemptionof any Bond prior to its maturity
pursuantto Section6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premium

Not more than 5 yearsbefore maturity
More than5 yearsbutnotmorethan 10 yearsbefore maturity 1 %
More than10 yearsbeforematurity 1~/4%

SCHEDULE 2

DESCRIPTION OF PROJECT

The project is a plannedexpansionandmodernisationof the productionfacilities
of The Indian Iron andSteel Company,Limited (following its amalgamationwith The
SteelCorporationof Bengal,Limited) at Burnpur, Kulti andGuain West Bengal. It
is intendedto increasebetween1953 and 1957 the designedproductioncapacityof iron
from 640,000to 1,400,000tonsandof finished steel from 350,000to 700,000tons. The
Project includes:

(a) at the BurnpurWorks
(i) the modernisationandexpansionof cokeoven facilitiesby the installationof two

batteriesof 78 ovenseach,andthescrappingof theexisting 40 ovenbattery, which is
obsolete;all ovensareto be arrangedto useblast furnacegas,andtheby-productsplant
is to be increasedto servicethe newovens;

(ii) theaddition of two newblast furnaces,eachhavinga daily output of 1200 tons
of iron, togetherwith the necessarynewstoves,steam-drivenblowersandgas cleaning
equipment;

(iii) the extension of the converterhouseand the installation of a third 25-ton
acid-linedconverter;

(iv) the additionof a secondmelting shopconsistingof two 240-tontilting basic
openhearthfurnaces,togetherwith necessarycranes,ladles,andscrap cars;

(v) the addition of four soakingpits, raising the number from 8 to 12; and the
extensionof the finishing departmentsof both the 34-inchand 18-inchmills to handle
the increasedtonnages;

(vi) the expansionof ancillary servicessuch as water, gas, power andsteam.

(b) at Kulti Works

(i) the installation of gascleaningequipment;
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(ii) the installation of a 5,000 kw. steamturbine generatorto permit the use of
excessblast furnacegas as fuel;

(iii) the modernisationof blastfurnaces.

(Theexistingcokeovensat Kulti will bescrapped,andcokewill in futurebeobtained

from Burnpur.)

(c) at Gua
the expansionandmechanisationof the Borrower’sore minesat Gua, to enablethe

Borrower to obtain its requirementsfrom its own mines.

SCHEDULE 3

ESTIMATED COST OF PROJECT

(Expressedin thousandsof US dollars)

Foreign
Exchange Local

Items Expenditures Currency Total

1. Equipmentfor CokeOvens 5,250 6,930 12,180
2. Equipmentfor BlastFurnaces 6,100 7,970 14,070
3. Equipmentfor Ore Mines 3,250 950 4,200
4. Equipmentfor BessemerPlant 545 820 1,365
5. Equipmentfor Melting Shop 2,700 6,435 9,135
6. Equipmentfor Rolling Mills 1,050 3,150 4,200
7. Equipmentfor PlantServices 3,050 2,830 5,880
8. Equipmentfor Kulti Plant 1,680 4,620 6,300
9. Engineering 1,260 — 1,260

10. Interest and Commitment Charge During Con-
struction 4,200 2,625 6,825

11. Unallocated 2,415 5,649 8,064

31,500 41,979 73,479

SCHEDULE 4

MODIFICATIONS OF LOAN REGULATIONS No. 41

For the purposesof this Agreement,Loan RegulationsNo. 4 of the Bank dated
‘October 15, 1952 shall be deemedto be modifiedas follows:

(a) by thedeletionof Section2.02;

(b) by thedeletionof subparagraph(e) of Section5.02 andthe substitutiontherefor
of the following subparagraph,namely:

“(e) If the security constitutedby the Trust Deedshall becomeenforceable”;
(c) by theadditionin Section5.05,afterthewords“LoanAgreement”,of thewords

“subject to any necessarymodification of suchamortizationschedule”;
(d) by the deletionof Section6.03;

‘See p. 274 of this volume.
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(e) by the deletionof Sections6.05 and 6.06 andthe substitutionthereforof the
following sections,namely:

“Section 6.05. Currency in Which Bondsare Payable. The Bonds shall be
payableas to principal and interestin theseveralcurrenciesin which theLoan is
repayable. EachBond shall be payablein suchcurrencyas theBank shall specify
exceptthat theaggregateprincipal amountof Bonds payablein anycurrency shall
at no time exceedtheoutstandingamountof theLoan repayablein suchcurrency.

“Section 6.06. Maturities of Bonds. The maturities of the Bonds shall
correspondto thematuritiesof instalmentsof theprincipal amountof theLoan set
forth in the amortizationscheduleto theLoan Agreementsubjectto any necessary
modificationof suchamortizationschedule. The Bonds shall havesuchmaturities
asthe Bankshallspecifyexceptthat theaggregateprincipal amountof Bonds of any
maturity shall at no time exceedthe correspondinginstalment of the principal
amountof theLoan.”;

(f) by the deletionof Section 6.07 and the substitutiontherefor of the following
section,namely:

“Section 6.07. Form of Bands. The Bonds shall be fully registeredbonds
without coupons(hereinaftersometimescalled registeredBonds) or bearerbonds
with couponsfor semi-annualinterestattached(hereinaftersometimescalledcoupon
Bonds). Bonds deliveredto the Bankshall be registeredBondsor couponBonds
in suchtemporaryor definitive form (authorizedby the Trust Deed) as theBank
shall request. RegisteredBonds and coupon Bonds payablein dollars and the
couponsattachedtheretoshall be substantiallyin the forms respectivelyset forth
in the Trust Deed. Bonds payablein any currencyother than dollars shall be
substantiallyin theformsrespectivelysetforth in theTrustDeed,asthecasemaybe,
except that they shall (a) provide for paymentof principal, interestand premium
on redemption,if any, in suchothercurrency,(b) provide for suchplaceof payment
as theBank shall specify, and (c) containsuchothermodificationsastheBank shall
reasonablyrequestin order to conform to the laws or to the financial usageof the
placewherethey are payable.”;

(g) by thedeletionof Sections6.08, 6.13 and6.18 andSchedules1 and2;

(Ii) by the addition in Section 6.11 of the following new subparagraph,namely:

“(d) Subjectto theprovisionsof Sections6.05 and6.06 of theseRegulations,
Bonds payablein any currencymay be exchangedwithout chargeto the Bank for
Bonds of the sameor anequivalentaggregateprincipal amountpayablein thesame
or any othercurrencyor currenciesandhaving the sameor any othermaturityor
maturities. For the purposesof determining the equivalentof one currencyin
termsof anotherthevalue of eachshall beas determinedby theBank.”;
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(i) by theaddition in Section7.01,after thewords“GuaranteeAgreement”where
thosewordsoccur,of thewords“the TrustDeed”;

(j) by thedeletionof subparagraphs(b) to (f) inclusive and(j) of Section7.04 and
the substitutiontherefor of the following subparagraphs,namely:

“(b) The partiesto such arbitrationshall be theBank, theBorrower andthe
Guarantor.

“(c) TheArbitral Tribunal shall consistof threearbitrators, eachto be agreed
uponby thepartiesor, if andto theextentto whichtheyshallnotagree,to beappoint-
edby thePresidentof theInternationalCourtof Justiceor, failing appointmentby
him, by theSecretary-Generalof theUnited Nations. In caseany arbitrator shall
resign,dieorbecomeunableto act,asuccessorarbitratorshallbeselectedor appoint-
edin thesamemanneras herein prescribedfor theselectionor appointmentof the
original arbitratorand suchsuccessorshallhaveall the powersand dutiesof such
original arbitrator.

“(d) An arbitration proceedingmay be instituted under this Section upon
noticeby the party instituting such proceedingto the other parties. Such notice
shall containa statementsetting forth thenatureof thecontroversyor claimto be
submittedto arbitration and thenatureof the relief sought.

“(e) If, within 60 daysafterthegiving of suchnoticeinstituting thearbitration
proceeding,thepartiesshall not haveagreedupon the threearbitrators,any party
may requestsuch appointmentas is providedfor in paragraph(c) of this Section.

“(f) The Arbitral Tribunal shall determinewhereandwhen it shall convene
andsit.

“(j) The provisionsfor arbitration set forth in this Section shall be in lieu
of any otherprocedurefor the determinationof controversiesbetweenthe parties
underthe Loan Agreementand GuaranteeAgreementor any claim by any such
partyagainstanyother suchparty arisingthereunderprovided,however,that noth-
ing hereinshall be deemedto precludeany of thesaid partiesfrom exercising,or
instituting any legal or equitableactionto enforce, any right or claim arising out
of or pursuantto theTrustDeedor theBonds,andsubmissionto arbitrationhereun-
dershall not bedeemedto be aconditionprecedentor in anywayto prejudicesuch
exerciseor other enforcementof anysuchright or claim.”;

(k) by thedeletion in Section7.04(i) of thewords“Bank on theone side andthe
Borrowerand Guarantoron theother side.”, andthesubstitutionthereforof theword
“parties.”;

(1) by the deletion of Section 10.01, paragraph10, and the substitution therefor
of the following new paragraph,namely:

“The term ‘Bonds’ meansbonds issued and authenticatedpursuantto the
Trust Deed, with the guaranteeof the Guarantorendorsedthereon as provided
in the GuaranteeAgreement.”
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INI’ERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No.4, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO LoANs M~nEBY THE BANK TO BoastowansOTHER THAN
MEMBER GOVERNMENTS

[Not publishedherein. SeeUnited Nations,Treaty Series, Vol. 172, p. 1241
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