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No. 3011. GUARANTEE AGREEMENT’ (SECOND RAIL-
WAY PROJECT) BETWEEN THE KINGDOM OF THAI-
LAND AND THE INTERNATIONAL BANK FOR RE-
CONSTRUCTION AND DEVELOPMENT. SIGNED AT
WASHINGTON, ON 9 AUGUST 1955

AGREEMENT, datedAugust 9, 1955, betweenKINGDOM OF THAILAND
(hereinaftercalled the Guarantor)andINTERNATIONAL BANK FOR RECONSTRUC-

TION AND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS by an agreementof evendate herewithbetweenthe Bank and
The StateRailway of Thailand(hereinaftercalled the Borrower), which agree-
ment and the schedulestherein referred to are hereinaftercalled the Loan
Agreement,2the Bank has agreedto maketo the Borrower a loan in various
currenciesin an aggregateprincipal amountequivalentto twelve million dollars
($12,000,000),on the terms andconditionsset forth in the Loan Agreement,
but only on conditionthat the Guarantoragreeto guaranteethepaymentof the
principal, interestandother chargeson such loan and the obligationsof the
Borrower in respectthereof; and

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

Now THEREFOREthe partiesheretoherebyagreeas follows:

Article I

Section1.01. The parties to this GuaranteeAgreementaccept all the
provisionsof Loan RegulationsNo. 43 of the Bank datedFebruary15, 1955
(said Loan RegulationsNo. 4 beinghereinaftercalled the Loan Regulations),
with the sameforceandeffect as if theywere fully setforth herein.

‘Came into force on 16 November1955, upon notification by the Bank to the Government
of Thailand.

Seep. 290 of this volume.

Seep. 302 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 Agreementcontained,the Guarantorherebyun-
conditionallyguarantees,as primary obligor and not assurety merely, the due
andpunctualpaymentof theprincipal of, andthe interestandotherchargeson,
the Loan, the principal of and intereston the Bonds, the premium, if any, on
theprepaymentof the Loan or the redemptionof the Bonds, andthe punctual
performanceof all the covenantsand agreementsof the Borrower, all as set
forth in the Loan Agreementand in the Bonds.

Section2.02. Without limitation or restriction upon the provisions of
Section 2.01 of this Agreement,the Guarantorspecifically undertakes,when-
ever thereis reasonablecauseto believethat the funds availableto the Borrower
will be inadequateto meet the estimatedexpendituresrequired for carrying
out the Project, to makearrangements,satisfactoryto the Bank, promptly to
providethe Borrower or causethe Borrower to be providedwith suchfunds as
areneededto meetsuch expenditures.

Article III

Section3.01. It is the mutual intention of the Guarantorand the Bank
that no otherexternaldebt shall enjoy any priority overthe Loan by way of a
lien on governmentalassets. To that end, the Guarantorundertakesthat,
except as the Bank shall otherwiseagree, if any lien shall be createdon any
assetsof the Guarantorassecurityfor anyexternaldebt, suchlien will ipsofacto
equally and ratably securethe paymentof the principal of, and interest and
otherchargeson, the Loan andthe Bonds, andthat in the creationof any such
lien expressprovision will be madeto that effect; provided, however,that the
foregoingprovisionsof this Section shall not apply to: (i) any lien createdon
property,at the time of purchasethereof,solelyassecurityfor the paymentof
the purchasepriceof suchproperty;(ii) any lien on commercialgoodsto secure
a debtmaturing not morethan oneyearafter the dateon which it is originally
incurredandto be paid out of the proceedsof saleof suchcommercialgoods;
or (iii) any lien arising in the ordinary courseof bankingtransactionsandse-
curinga debtmaturingnot morethanoneyear after its date.

The term” assetsof theGuarantor”asusedin this Sectionincludesassets
of the Guarantoror of any of its political subdivisionsor of any agencyof the
Guarantoror of any suchpolitical subdivision,including the Bank of Thailand.

Section3.02. (a) The Guarantorand the Bank shall cooperatefully to
assurethat the purposesof the Loan will be accomplished. To that end,each
of themshall furnish to the otherall suchinformation as it shall reasonablyre-
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questwith regardto the generalstatusof the Loan. On thepartof theGuaran-
tor, such information shall include information with respectto financial and
economicconditions in the territoriesof the Guarantorand the international
balanceof paymentspositionof the Guarantor.

(b) The Guarantorand the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelating to the purposes
of the Loan andthe maintenanceof the servicethereof. The Guarantorshall
promptly inform the Bank of any conditionwhich interfereswith, or threatens
to interferewith, theaccomplishmentof the purposesof the Loan or the main-
tenanceof the servicethereof.

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

Section3.03. The principal of, and interest and other chargeson the
Loan and the Bonds shall be paid without deduction for, and free from, any
taxesor fees imposedunder the laws of the Guarantoror laws in effect in its
territories; provided, however, that the provisions of this Section shall not
apply to taxationof, or fees upon,paymentsunderany Bondto a holder thereof
other than the Bank when such Bond is beneficially owned by an individual
or corporateresidentof the Guarantor.

Section3.04. This Agreement,the Loan Agreementand the Bonds shall
be free from any taxesor fees that shallbe imposedunderthelaws of the Gua-
rantoror laws in effect in its territorieson or in connectionwith the execution,
issue,delivery or registrationthereof.

Section3.05. The principal of, and interestand other chargeson, the
Loan andthe Bonds shallbe paid free from all restrictionsimposedunderthe
laws of the Guarantoror laws in effect in its territories.

Article IV

Section4.01. The Guarantor shall endorse, in accordancewith the
provisionsof the Loan Regulations,its guaranteeon the Bondsto be executed
and delivered by the Borrower. The Minister of Financeof the Guarantor
andsuchpersonor personsasheshalldesignatein writing are designatedasthe
authorizedrepresentativesof the Guarantorfor thepurposesof Section6.12 (b)
of the Loan Regulations.

No. 3011
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Article V

Section5.01. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations:

For the Guarantor:Minister of Finance, Ministry of Finance, Bangkok,
Thailand.

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

Section5.02. The Minister of Finance of the Guarantoris designated
for the purposesof Section 8.03 of the Loan Regulations.

IN WITNESS WHEREOF, the partieshereto, acting through their representa-
tives thereuntoduly authorized,havecausedthis GuaranteeAgreementto be
signed in their respectivenames and delivered in the District of Columbia,
UnitedStatesof America, as of the day andyear first abovewritten.

Kingdom of Thailand
ByP. SARASIN

Authorized Representative

International Bank for Reconstructionand Development
By EugeneR. BLACK

President

LOAN AGREEMENT

(SECONDRAILWAYPROJECT)

AGREEMENT, datedAugust9, 1955,betweenINTERNATIONAL BANK FOR REcoN-
STRUCTIONAND DEVELOPMENT (hereinaftercalledthe Bank) andTHE STATE RAILWAY OF
THAILAND (hereinaftercalled the Borrower), an autonomousbody establishedby The
StateRailwayof ThailandAct B.E.2494.

Article I

Lo~REGULATIONS

Section 1.01. The partiesto this Loan Agreementaccept all the provisionsof
Loan RegulationsNo. 41 of the Bank datedFebruary15, 1955 (saidLoan Regulations
No. 4 being hereinaftercalled the Loan Regulations),with the sameforce andeffect as
if theywere fully set forth herein.

‘See p. 302 of this volume.
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Article II

THE Lo~u~i

Section2.01. TheBank agreesto lendtotheBorrower,on thetermsandconditions
in this Agreementsetforth or referredto, an amount in Variouscurrenciesequivalentto
twelve million dollars($12,000,000).

Section 2.02. The Bank shall opena Loan Account on its books in thenameof
the Borrower and shall credit to suchAccount the amountof theLoan. The amount
of the Loanmaybewithdrawnfrom the Loan Accountas providedin, andsubjectto the
rights of cancellationandsuspensionsetforth in, theLoan Regulations.

Section 2.03. The Borrower shall pay to the Banka commitmentchargeat the
rate of three-fourthsof oneper cent (3/4of 1%) per annumon theprincipal amountof
the Loan notso withdrawnfrom time to time.

Section 2.04. The Borrower shall pay interest at the rate of four andfive-eighths
per cent (4~/8%) perannumon theprincipal amountof theLoan so withdrawn andout-
standingfrom time to time.

Section 2.05. Except as the Bank and the Borrower shall otherwiseagree, the
chargepayablefor specialcommitmentsenteredinto by theBank at the requestof the
Borrowerpursuantto Section4.02of the Loan Regulationsshallbeat therateof one-half
of onepercent(1/2of! %) perannumon theprincipalamountof anysuchspecialcommit-
mentsoutstandingfrom time to time.

Section 2.06. Interestandother chargesshall bepayablesemi-annuallyon Febru-
ary 15 andAugust 15 in eachyear.

Section 2.07. The Borrower shall repay the principal of the Loan in accordance
with theamortizationscheduleset forth in Schedule11 to this Agreement.

Article III

USE OF PROCEEDSOF THE Lo~u’~

Section3.01. The Borrower shall apply the proceedsof the Loan exclusively to
financingthecostof goodsrequiredto carryout theProjectdescribedin Schedule22 to
this Agreement. The specificgoodsto befinancedout of theproceedsof theLoanshall
bedeterminedby agreementbetweentheBankandtheBorrower,subjectto modification
by further agreementbetweenthem.

Section3.02. The Borrower shall causeall goodsfinancedout of theproceedsof
theLoan to be importedinto the territoriesof theGuarantorandthereto be usedex-
clusivelyin thecarryingout of theProject.

Article IV
BONDS

Section4.01. The Borrower shall executeand deliver Bonds representingthe
principal amountof theLoan as providedin theLoan Regulations.

‘See p. 298 of this volume.

‘See p. 300 of this volume.
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Section 4.02. The General Managerof the Borrower and such personor per-
sons as he shall appointin writing are designatedas authorizedrepresentativesof the
Borrower for the purposesof Section 6.12 (a) of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrowershall carryouttheProjectwith due diligenceand

efficiency and in conformity with soundengineeringand financial practices.

(b) The Borrower shall furnishto the Bank, promptly as the Bank may from time
to time request,theplansandspecificationsfor theProjectandanymaterialmodifications
subsequentlymadetherein.

(c) The Borrower shall maintain recordsadequateto identify the goodsfinanced
out of theproceedsof the Loan,to disclosethe usethereofin theProject,to record the
progressof the Project (including the cost thereof) andto reflect in accordancewith
consistentlymaintainedsoundaccountingpracticesthefinancialconditionandoperations
of theBorrower; shall enabletheBank’s representativesto inspecttheProject,thegoods
andanyrelevantrecordsanddocuments;andshall furnishto theBankall suchinforma-
tion as theBank shall reasonablyrequestconcerningtheexpenditureof theproceedsof
the Loan, theProject,thegoods,andthe financial condition andoperationsof theBor-
rower.

Section5.02. (a) The Bank andthe Borrower shall cooperatefully to assurethat
thepurposesof theLoanwill beaccomplished. To thatend, eachof them shall furnish
to theotherall suchinformation asit shall reasonablyrequestwith regardto thegeneral
statusof theLoan.

(b) The Bank andthe Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelatingto thepurposesof theLoan andthe
maintenanceof theservicethereof. The Borrower shall promptly inform theBankof
any condition which interfereswith, or threatensto interferewith, theaccomplishment
of thepurposesof the Loan or themaintenanceof the servicethereof.

Section5.03. The Borrower undertakesthat, except as the Bank shall otherwise
agree,if anylien shall becreatedon anyassetsof theBorrower assecurityfor any debt,
suchlien will ipsofacto equallyandratably securethepaymentof theprincipal of, and
interest andother chargeson, the Loan andtheBonds, andthat in thecreationof any
such lien expressprovision will be made to that effect; provided, however, that the
foregoingprovisionsof this Sectionshall not applyto: (i) any lien createdon property,
at the time of purchasethereof,solely as securityfor thepaymentof thepurchaseprice
of suchproperty;or (ii) any lien arising in the ordinary courseof bankingtransactions
andsecuringa debtmaturingnot more thanoneyearafter its date.

Section 5.04. The Borrower shall pay or causeto bepaid all taxesor fees,if any,
imposedunderthe lawsof theGuarantoror laws in effect in the territoriesof theGuar-
antor onor in connectionwith theexecution,issue,deliveryor registrationof this Agree-
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ment, the GuaranteeAgreementor theBonds,or thepaymentof principal, interestor
other chargesthereunder;provided, however, that the provisionsof this Section shall
not applyto taxationof, or feesupon,paymentsunderanyBondto aholderthereofother
than the Bank when such Bond is beneficially ownedby an individual or corporate
residentof theGuarantor.

Section 5.05. The Borrowershall payor causeto bepaidall taxesandfees,if any,
imposedunderthelaws of thecountry or countriesin whosecurrencytheLoanandthe
Bonds arepayableor laws in effect in the territoriesof suchcountry or countrieson or
in connectionwith theexecution, issue,delivery or registrationof this Agreement,the
GuaranteeAgreementor the Bonds.

Section5.06. Except as shall be otherwiseagreed betweenthe Bank and the
Borrower,theBorrower shall insureor causeto be insuredthegoodsfinancedwith the
proceedsof theLoan againstrisks incident to their purchaseand importation into the
territoriesof theGuarantor. Suchinsuranceshall beconsistentwith soundcommercial
practiceandshall bepayablein dollarsor in thecurrencyin which thecostof thegoods
insuredthereundershall be payable.

Article Vi

REMEDIES OF THE BANK

Section6.01. (i) If anyeventspecifiedinparagraph(a), paragraph(b), paragraph(e)
or paragraph(f) of Section5.02 of theLoan Regulationsshall occurandshall continue
for a periodof thirty days,or (ii) if any eventspecifiedin paragraph(c) of Section5.02
of the Loan Regulationsshall occurandshall continuefor a period of sixty days after
noticethereofshall havebeengivenby theBankto theBorrower,thenat anysubsequent
time duringthe continuancethereof, the Bank, at its option, maydeclarethe principal
of the Loan andof all the Bondsthenoutstandingto be dueandpayableimmediately,
anduponanysuchdeclarationsuchprincipalshall becomedueandpayableimmediately,
anything in this Agreementor in theBonds to thecontrarynotwithstanding.

Article VII

MISCELLANEOUS

Section 7.01. The Closing Dateshall be July 3!, 1958.

Section 7.02. A dateninetydaysafterthedateof this Agreementis herebyspecified
for thepurposesof Section9.04of theLoan Regulations.

Section 7.03. Thefollowing addressesarespecifiedfor thepurposesof Section8.0!
of the Loan Regulations:

For the Borrower: The StateRailway of Thailand,Bangkok,Thailand.

For the Bank: InternationalBank for Reconstructionand Development, 1818 H
Street,N. W., Washington25, D. C., United Statesof America.
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IN WITNESSWHEREOF, thepartieshereto,actingthroughtheir representativesthere-
unto duly authorized,havecausedthis Loan Agreementto be signedin their respective
namesanddeliveredin theDistrict of Columbia,UnitedStatesof America,as of theday
andyear first abovewritten.

International Bank for Reconstructionand Development
By EugeneR. BLACK

President

The State Railway of Thailand
By BoonmaWONGSWAN

AuthorizedRepresentative

SCHEDULE 1

AMORTIZATION SCHEDULE

Principal
Amount

Principal
Amount

Outstanding
Payment of After Each

Principal Payment
Date (expressed (expressed

PaymentDue in dollars)’ in dollars)’

Outstanding
Payment of After Each

Principal Payment
Date (expressed (expressed

Payment Due in dollart)’ in dollars)’

February 15, 1958 . — $12,000,000 August15, 1964 . . 4~4,000 6,614,000
August 15, 1958 . . $360,000 11,640,000 February15, 1965 . 485,000 6,129,000
February15, 1959 . 368,000 11,272,000 August 15, 1965 . . 495,000 5,634,000
August 15, 1959 . . 377,000 10,895,000 February15, 1966 . 507,000 5,127,000
February15, 1960 . 385,000 10,510,000 August15, 1966 . . 519,000 4,608,000
August 15, 1960 . . 394,000 10,116,000 February15, 1967 . 531,000 4,077,000
February15, 1961 . 404,000 9,712,000 August 15, 1967 . . 543,000 3,534,000
August 15, 1961 . . 413,000 9,299,000 February15, 1968 . 556,000 2,978,000
February15, 1962 . 422,000 8,877,000 August 15, 1968 . . 569,000 2,409,000
August 15, 1962 . . 432,000 8,445,000 February15, 1969. . 582,000 1,827,000
February15, 1963 . 442,000 8,003,000 Agust 15, 1969 . . . 595,000 1,232,000
August 15, 1963 . 452,000 7,551,000 February15, 1970 . 609,000 623,000
February15, 1964 . 463,000 7,088,000 August 15, 1970 . . 623,000

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

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesarespecified as thepremiums payableon repaymentin
advanceof maturityof anypart of the principalamountof the Loanpursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof any Bondprior to its maturity
pursuantto Section6.16 of theLoan Regulations:

Timeof Prepaymentor Redemption Premium

Not more than5 yearsbeforematurity 1/2

More than 5 yearsbut not morethan 10 yearsbefore maturity I %
More than 10 yearsbeforematurity 2%

No,3011
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SCHEDULE 2

DESCRIPTIONOF PROJECT

The Project is a five-year programfor the rehabilitationof thephysical properties
and the improvementof operations,managementand administrationof theBorrower.
The program includesthe following:

Part I. Rehabilitationof theRoadway.

This includesthe following works andmeasures:

(a) The replacementof old rails with rails weighing not lessthan 70 lbs. per yardon
approximately1,400km. of existingmain lines;

(b) The installation of point locking deviceson all mainline switches;

(c) The remodellingof station yards,theextensionof existingsidings,theconstruction
of new sidingsandof facilities for turning locomotives;

(d) The replacementor reinforcementof bridges;
(e) The acquisition of mechanicalequipmentfor trackwork and the acquisition and

installationof equipmentfor theimpregnationof ties.

Part II. Acquisition of Operating Equipment.

This includesthe acquisitionof:

(a) 30 diesel-electriclocomotivesof approximately1,000 H.P. andan adequatesupply
of spareparts;

(b) About 170coachesandvansandabout850 freight cars;

(c) About 5,800setsof automaticcouplersto be installed in placeof thecouplersnow
in use.

PartIII. Improvementof Railway Operations.

This includesthe following works andmeasures:

(a) The installation of a telecommunicationssystem to control train movementsand
dispatchingof carsovertheentiresystemandtheinstallationof signallingequipment
and blockcontrol apparatus;

(b) The acquisitionof weigh-bridgesandmaterial-handlingequipment;

(c) The provisionof additional facilities for theMakkasanrepairshops;

(d) The organizationof a statisticalandplanningsection.

Part IV. Constructionof ServiceBuildings and Housingfor Staff.

Part V. Improvementof Managementand Administration.

The Borrower hasadoptedand will continuein force variousmeasures,and will
adoptandwill continuein forcesuchothermeasuresas shallbeagreeduponbetweenthe
Bank andtheBorrowerfor thestrengtheningof its managementandadministration,the
improvementof its operatingproceduresand practices,and theefficient andeconomic
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conductof its operations. Thesemeasuresinclude theestablishmentof soundpolicies
regardingcapitalexpenditures,the strengtheningof accountingand financial controls,
themaintenanceof a soundrate structure,theworking out of a comprehensiveplan for
executionof PartsI-IV of theprogram as describedabove,the increaseof commercial
train speeds,andtheestablishmentof acentralpersonneldivision.

INTERNATIONAL BANK FOR RECONSTRUCTIONAND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 FEBRUARY 1955

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

[Not publishedherein. Seep.160 of this volume.]
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