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No. 2432. EXCHANGE OF LETTERS CONSTITUTING AN
AGREEMENT’ BETWEEN THE GOVERNMENT OF THE
UNITED KINGDOM OF GREAT BRITAIN AND NORTH-
ERN IRELAND AND THE GOVERNMENT OF THE
UNITED STATES OF AMERICA ON THE SUBJECT OF
A LOAN FOR THE DEVELOPMENT OF CERTAIN PORT
FACILITIES IN KENYA AND TANGANYIKA. LONDON,
26 JUNE 1953

I

TheChiefof theSjecialMissionto the UnitedKingdomofthe UnitedStatesof America
MutualSecurityAgencyto Sir WinstonChurchill

AMERICAN EMBASSY

London,June26, 1953
Sir,

I havethehonorto referto the Conversationswhich havetakenplacebetween
representativesof the Special Mission to the United Kingdom of the Mutual
Security Agency andrepresentativesof the Governmentof the United Kingdom
of GreatBritain andNorthernIrelandrelatingto the renderingof financialassist-
anceby the Mutual Security Agency in furtheranceof certain DevelopmentPro-
grams,submittedto it by the Governmentof theUnited Kingdom,for construction
of newberthingfacilities andstorageandotherancillary facilities,andperformance
of operationsincidental to such construction,at the Port of Mombasa,Kenya,
andfor rehabilitation and modernizationof existing wharfs and constructionof
newwharfs, sheds,marshallingyardsandancillary facilities at the Port of Tanga,
Tanganyika.

The purposeof such financial assistanceto the Governmentof the United
Kingdomfor applicationto theseDevelopmentProgramsis to further the develop-
mentof the supplyof essentialraw materialsfrom the areasconcernedby elimin-
ating existing port congestionandproviding for further growth in port capacity
which is necessaryto maintainpresentlevelsof shipmentsandallow for increases
in theselevelsof shipmentsof essentialraw materials.

It is the judgmentof the Mutual Security Agency that the additional port,
storage,and ancillary facilities to be affordedby the Programswill substantially

1 Came into force on 26 June 1953 by the exchange~f the said notes.



228 United Nations— Treaty Series 1953—1954

contributeto the accomplishmentof the purposesof Section 514 of the Mutual
Security Act of 1951, as amended,and that the financial assistanceproposed
to be renderedis thereforeauthorizedunderthe provisionsthereof.

The conversationsabove-mentionedhave resultedin an understandingthat
the Mutual SecurityAgency is to loanto the Governmentof the United Kingdom,
from the 5 %—10 % United Statesportion of the counterpartaccount,for certain
purposesspecified in the respectiveDevelopmentPrograms,up to £ 2,020,000
for the Port of MombasaDevelopmentProgram,andup to ~370,000for the Port
of TangaDevelopmentProgram,on the termsandconditionsnext set forth.

1. The Mutual SecurityAgency (hereinafterreferredto as “MSA”) will loan to the
Governmentof theUnited Kingdom up to £ 2,020,000for thePort of MombasaDevelop-
ment Programandup to £ 370,000for thePort of TangaDevelopmentProgram. The
loan shall bemadein suchinstallments,at suchtimes,as the Governmentof theUnited
Kingdom may requestin writing, but in no eventshall any amountbe advancedafter
June 30, 1954. The principal repayableby the Governmentof the United Kingdom
shall be theamountadvancedon or beforethatdate.

2. The principal of the loan shall be repayableby the Governmentof the United
Kingdom in sterling in accordancewith theamortizationschedulesetforth in Annex ~
heretoattachedandmadeapart hereof. TheGovernmentof theUnited Kingdom max’
prepayat any time, without penaltyor premium, all or any part of the principal of the
loan. Any partial prepaymentshall be appliedto the installmentsof principal setforth
in the above-mentionedamortizationschedulein the inverse order of their maturity.

3. The Governmentof the United Kingdom shall pay simple interest at the rate
of 5 % per annumon the principal amountof the loan withdrawn underparagraphI
andoutstandingfrom time to time. Interestshall be payableannuallyon the thirtieth
day of June,beginning the thirtieth day of June 1954. Interest shall accrueon any
amountsadvancedto the Governmentof the United Kingdom from thedateon which
advanced. Paymentsof principal andinterest shall be made to MSA or to suchother
agencyasmaybe designatedby the Governmentof theUnited States.

4. (a) The proceedsof the loan shall be usedexclusively for thepurposesspecified
in the DevelopmentProgramsheretoattachedand madea part hereof as Annex B,2

Port of MombasaDevelopmentProgram,and Annex C, ~ Port of TangaDevelopment
Program,and only in amountsdesignatedin the respectiveDevelopmentPrograms.
AnnexesB andC hereofarebasedon the DevelopmentProgramsassubmittedto MSA
and subsequentlymodified by agreementbetweenMSA and the Governmentof the
United Kingdom.

1 See p. 234 of this volume.
Seep. 234 of this volume.
Seep. 238 of this volume.
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(b) In respectof the MSA advancesunder paragraph1, the Governmentof the
United Kingdom shall for the purposesset forth in paragraph4 (a) andAnnexesB and
C hereofextendsterling creditsto theEastAfrica High Commissionfor theEastAfrican
Railways and HarboursAdministration of amountsnot less than the advancesmade
underparagraph1 and on termsnot less advantageousthan the terms on which such
advancesaremade.

(c) Before any advanceof fundsis madeto theGovernmentof theUnited Kingdom
under paragraphI, representativesof the Governmentof the United Kingdom and of
MSA shall agreeon theprocedures,conditions,andrequirementsto beestablishedgovern-
ing theadvanceandexpenditureof fundsandthe inspectionandreportingthereon.

(d) The Governmentof the United Kingdom shall expendor causeto be expended
amounts on the DevelopmentPrograms,which amountsshall be respectively,at the
completiondatesfor the respectiveDevelopmentProgramsset forth in AnnexesB and
C hereto, at leastequalto the amountsadvancedby MSA hereunderfor eachDevelop-
ment Program.

(e) TheDevelopmentProgramsincluding completiondatesas describedin AnnexesB
and C shall besubject to suchmodificationsfrom time to time asmayhe agreedby the
Governmentof theUnited Kingdom andMSA.

5. The Governmentof theUnited Kingdom shall:

(a) Take all reasonablemeasuresto assurethat eachDevelopmentProgram
abovereferredto is carried out andcompletedin conformity with AnnexesB andC
hereto(subjectto modificationin accordancewith theprovisionsof paragraph4 (e)),
with duediligenceandefficiencyandin conformitywith soundbusiness,engineering
andfinancial practicesandthat suitablerecordswith respecttheretoaremaintained

(b) Take such measuresas may he necessaryto assurethat all costs of the
DevelopmentProgramsasdescribedin AnnexesB andC heretoandin paragraph4 (d)
areprovidedfor.

(c) Takesuchmeasuresasmay be necessaryto assurethat theproceedsof the
loanto theGovernmentof the United Kingdom, pendingtheir expenditurepursuant
to paragraph4 (a), shall not be subject to garnishment,attachment,seizure,or
otherlegalprocess.

6. Until repaymentof the loan has beenmade, the Governmentof the United
Kingdom shall makereports, or causereportsto bemade,at semi-annualor other inter-
vals asmay be agreedbetweentheGovernmentof theUnited Kingdom andMSA, with
respectto the progressof the DevelopmentPrograms,the statusof fundsadvancedto
the Governmentof the United Kingdom, andthe statusof creditsextendedto theEast
Africa High Commission; and shall furnish or causeto be furnishedto MSA copiesof
therespectiveofficial periodic financialandoperatingreportsof theEastAfrican Railways
and HarboursAdministration relating to the Ports of Mombasaand Tanga;and shall
afford or causeto be affordedto MSA all reasonableopportunity to inspecttheproperties
and operationsinvolved in theDevelopmentProgramsand to examinecompleterecords
of expenditureof fundsunderparagraph4 above; and shall make availablesuchother
reportsrelating to the DevelopmentProgramsasMSA may reasonablyrequest.
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7. In the eventof
(a) Any default by the Governmentof the United Kingdom in the prompt

paymentto MSA in accordancewith AnnexA hereto,of any installmentof principal
of the loan,or of interestthereon,or in performanceof anyotherobligationor under-
taking of the Governmentof theUnited Kingdom hereinabovesetforth; or

(b) Any modification in either of the Development Programs undertaken
without MSA agreementasprovidedfor in paragraph4 (e), whichMSA, aftercon-
sultation with the Governmentof the United Kingdom, may determineto be such
that the Programno longermakesa significantcontribution to the furtheranceof
developmentof essentialraw materials; theentire unpaidprincipalof the loan to the
Governmentof theUnited Kingdom (or, in thecasespecifiedin the foregoingsub-
paragraph(b), that portion of the loan theretoforeadvancedby MSA for thepur-
posesof theProgramwith respectto whichMSA hasmadethedeterminationreferred
to in sub-paragraph(b)), shall becomedueandpayable,with accruedinterest,upon
noticeby MSA to theGovernmentof theUnited Kingdom,and MSA shall thereafter
be underno obligation to make any further advancesunder paragraph1 for the
purposesof either of the Programsor, as the casemay be, for thepurposesof the
Programwith respectto whichMSA hasmadethedeterminationabovementioned.
The failure by MSA to exerciseany right pursuantto the foregoingprovisionsshall
not bedeemedto constituteawaiverof anyotherright of MSA underthisparagraph7
or undertheotherparagraphsof this Agreement.

8. Communicationsto MSA for the purposeshereof shall be addressedto the
Special Mission to the United Kingdom of the Mutual Security Agency. All requests,
notices or other communicationsshall be in writing and signedby a duly authorized
representativeof MSA or the Governmentof the United Kingdom, as the casemay be.

9. Referenceshereinto MSA shall be deemedto meanMSA and anysuccessorto
MSA or any designatedor duly authorizedrepresentativeor representativesof MSA.

10. The Governmentof the United Kingdom shall take the necessarymeasuresto
ensure that the rail connectionsat the Portsof Mombasaand Tangarespectivelyand
thequantity of rolling stockavailableto both saidPortsshall bedevelopedandincreased
respectively as is appropriateto the improved and enlargedport facilities envisaged
in thePortsof MombasaandTangaDevelopmentPrograms.

Upon receipt of a letter from you confirming that the foregoing terms and
conditionsare acceptableto the Governmentof the United Kingdom, the Govern-
ment of the United Statesof Americawill considerthat this letter andyour reply
theretoconstitutean Agreementbetweenthe two Governmentswhich shall then
becomeeffective immediately,and which shall terminateupon repaymentof all
amountsadvancedby MSA togetherwith interest thereonin accordancewith
the provisionsset out above, including paragraph7, unless revisedor modified
by agreementbetweenthe Governmentof the United Kingdom and MSA.

Pleaseaccept, &c.
Lincoln GORDON

No. 2432
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ANNEX A

AMORTIZATION SCHEDULE

ANNEX B

(Port of MombasaDevelopmentProgram)

DEVELOPMENT PROGRAM FOR THE EXTENSION OF THE PORT OF MOMBASA, KENYA

The programreferredto hereinprovides for theexpansionof the port of Mombasa
located on the Indian Ocean in the protectorate of Kenya, including the construction
of new berthing, storageand other ancillary facilities.

All of the sea-bornetraffic of Kenyaand Ugandapassesthroughthe port of Mombasa
and, in addition, a portion of the traffic from Northern Tanganyika is handledby this
port. This traffic includesthe exportof essentialmaterialssuchas sisal, wattle bark,
andsome mineralsfrom Ugandaincluding tin ores, columbite and tantalite,and other
important materialssuchas cotton andoil-seeds. Exportsfrom a Ugandacoppermining
project under consideration would pass through this port if and when the project is
carried out.

The port isvery badlycongestedandseriousdelayshavebeenexperiencedby shipping.
The present expansion is intended to relieve the seriouscongestionwhich now exists
and which hasoccurredOver the last two yearsand has resultedin the establishment
of a phasingcommitteewhich controls the shipmentsthrough the port of Mombasa.
In addition, thedevelopmentof further traffic throughthis port requirestheexpansion
envisagedby this DevelopmentProgram.

Work is being startedor is ready to begin on many of the items included in the
DevelopmentProgram,and plansand specificationsfor the other itemsare well along,
with constructionexpectedto be initiated in the near future. The following are the
items of work to beundertaken

Dads
Payment

Due
June30

Payment
of

Principal
(Pounds)

Principal amount
OutstandingAfter

Each Payment

1956 . . . . 103,913 2,286,087
1957 . . . . 103,913 2,182,174
1958 . . . . 103,913 2,078,261
1959 . . . . 103,913 1,974,348
1960 . . . . 103,913 1,870,435
1961 . . . . 103,913 1,766,522
1962 . . . . 103,913 1,662,609
1963 . . . . 103,913 1,558,696
1964 . . . . 103,913 1,454,783
1965 . . . . 103,913 1,350,870
1966 . . . . 103,913 1,246,957
1967 . . . . 103,913 1,143,044

Date
Payment

Due
June30

Payment
0/

Principal
(Pounds)

Principal amount
Outstanding After

Each Payment

1968 . . . . 103,913 1,039,131
1969 . . . . 103,913 935,218
1970 . .

1971 . .

. .

. .

103,913
103,913

831,305
727,392

1972 . . . . 103913 623,479
1973 . . . . 103,913 519,566
1974 . . . . 103,913 415,653
1975 . .

1976 . .

. .

. .

103,913
103,913

311,740
207,827

1977 . . , . 103,913 103,914
1978 . . . . 103,914 (1

2,390,000
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£

1. Constructionof two new berthsNos.9 and 10
Theseberths will add 1,130 feet to the deepwater quay. This item as
plannedincludesthe quaywall, with foundationsandbackfill, a storage
shed,port cranes,andthesupportingroadandrail connections 2,300,000

2. Lighterageberth
The work plannedincludes constructionof 720 feet of new lighterage
wharf and two sheds140’ x 300’ with additional stackingground and
roadandrail connections 350,000

3. Constructionof newdoclt yard andsupportingmechanicalshops 260,000

4. New storage facilities
This item as planned includesthe constructionof four new storagesheds,

150’ x 420’ each, open storagestacking areasand the necessaryrelo-
cation andconstructionof roadandrailwayconnections 1,000,000

5. Improvementof Oil wharf

This item as planned includes both the rehabilitation of the existing oil
quayandcasedoil wharf and the adjustmentstheretonecessitatedby the
constructionof berths9 and 10 130,000

TOTAL 4,040,000

Paymentsfor thework setforth aboveareestimatedas follows :—

EstimatedAmount
Period (Pounds)

June—December1953 1,200,0001

January—June1954 1,100,000
July—December1954 1,000,000
January—June1955 740,000

TOTAL 4,040,000

The first phaseof the work, which includesthe constructionof new berths 9 and 10,
the lighterageberth,andthenew storage facilities arebeing started and will provide for
two new deepdraft ocean-goingberthsand improvedlighterageservice for theexisting
sevenberthsaswell as thetwo newberths, it is plannedthat thework will becomplc’t’d
by June 30, 1955.

The work beingstartedwill be carriedforward underthe immediatesupervisionof
theEastAfrican RailwaysandHarboursAdministration undervariouscontracts. Tech-

1 Includessmallamountsobligatedby the EastAfrican RailwaysandHarboursCommission
for this project in anticipationof entering this loan agreement,which small amountswill be
defrayedfrom fundsmadeavailableor causedto be madeavailable by the Governmentof the
United Kingdom pursuantto paragraph4 (d) of the Agreementto whichthis AnnexB is attached,

No. 2432
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nical supervision of the work is the responsibility of the East African Railways and
HarboursAdministration, which hasengagedCoodeand Partnersas consultingengineers.

The total estimatedcost for the five items proposedis £ 4,040,000, to be paid over
the next two years. Fifty per cent (50 %) or £ 2,020,000 will derive from the funds
provided under this agreement. The Governmentof the United Kingdom agrees to
expendor causeto beexpended£ 2,020,000from other funds to be securedby the East
Africa High Commissionfor this developmentprogram.

The East African Railwaysand HarboursAdministration hasan additional program
underway for thepurchaseof railway rolling-stockandimprovementof theexistingrail
connectionsto the interior from the port. Funds for theseimprovementsare to come
from amounts that have been set aside by the East African Railways and Harbours
Administration in their renewalsprogramfund, and from sources,other than this agree-
ment, availableto the East Africa High Commission.

ANNEX C

(Port of TangaDevelopmentProgram)

DEVELOPMENT PROGRAM FOR THE EXTENSION OF THE PoRT OF TANGA, TANGANVIKA

The program referred to herein provides for the construction of new wharf, sheds,
marshalling yards, and ancillary facilities, and for rehabilitation and modernization of
existing wharves in the port of Tangalocated on the Indian Ocean in North-Eastern
Tanganyika.

This port has becomeincreasinglyimportant for the shipment of the essentialraw
material, sisal, which constituted over 90 per cent of its export tonnage in 1952. Pro-
duction of sisal in this areais expandingrapidly and the port facilities built in the 1930’s
are inadequatefor handlingthis growing traffic.

It is expectedthat sisalshipmentswill increaseconsiderablyover the next few years,
and the port expansionenvisagedin this DevelopmentProgram is essential to provide
facilities to handlethis anticipated increasein the supply of sisal,

Preliminary work on port expansionis ready to start andnecessaryplansand speci-
fications have beenprepared. The following arethe items of work to be undertaken

1. Extensionof the existinglighter wharf by 350 feet
This item includes the necessaryport-handling equipment and road and
rail connections 300,000

No. 2432
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£
2. Rebuildingof 600feetof existingwharf (excludingcontribution fromrenewals)

This item as planned includeswork on the wharf itself, the port-handling
equipmentandconstructionof roadandrail connections 200,000

3. Marshallingyard

This item provides for theconstructionof the requiredexpansionof railway
facilities 100,000

4. Port storagefacilities

This item provides for the constructionof a 50,000squarefoot storageshed 120,000

5. Theprovision ot slip ways and marine andmechanicalwork shops . . . . 20,000

TOTAL 740,000

Paymentsfor the work set forth above are estimatedas follows

Period EstimatedAmount

(Pounds)

July—December1953 200,000
January—June1954 200,000
July—December1954 200,000
January—June1955 140,000

TOTAL 740,000

The first phaseof the work provides for the addition of 350 linear feet of new wharf
and therehabilitationof 600 feetofexisting wharf. Work is to beginin JuneorJuly 1953,
andit is plannedthat it will be completedby June 1955.

The work being started will be carried forward under the immediate supervision
of the East African Railways and Harbours Administration under various contracts.
Technical supervisionof the work is the responsibility of the East African Railways and

HarboursAdministration.

The total estimatedcostfor the five itemsproposedis £ 740,000,to be paidover the
next two years. Fifty per cent (50 %) or £ 370,000will derive from the funds provided
under this agreement. The Governmentof the United Kingdom agreesto expend or
causeto be expended£ 370,000 from other funds to besecuredby the East Africa High
Commission for this developmentprogram.

The East African Railways and HarboursAdministration hasan additional program
under way for the purchaseof railway rolling-stock and improvement of the existing
rail connectionsto theinterior from theport. Fundsfor theseimprovementsarc to come
from amounts that have been set aside by the East African Railways and Harhours
Administration in their renewalsprogram fund, and from sources,other than this agree-
ment, available to the East Africa High Commission.
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II

Sir Winston Churchill to the Chief of the Special Mission to the United Kingdom
of theUnited Statesof America Mutual SecurityAgency

FOREIGNorricE, S.W. 1
June26, 1953

Sir,

I havethe honour to acknowledgethe receipt of your letter of to-day’s date
in the following terms :—

[Seeletter I]

In reply I havethehonour to inform you that the proposals,termsandcon-
ditions containedtherein, including the threeannexesthereto, the texts of which
are attachedto this letter,’ are acceptableto Her Majesty’s Governmentin the

United Kingdom, which will regard your letter and this reply as constituting an
AgreementbetweenHer Majesty’s Governmentin the United Kingdom and the
Governmentof the United Statesof America.

I have, &c.
(For Sir Winston Churchill)

Selwyn LLOYD

1 Seeletter 1, p. 226.
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