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No. 534. GUARANTEE AGREEMENT1 (YAWATA STEEL
PROJECT) BETWEEN JAPAN AND THE INTER-
NATIONAL BANK FOR RECONSTRUCTION AND
DEVELOPMENT. SIGNED AT WASHINGTON, ON
25 OCTOBER 1955

AGREEMENT, dated October 25, 1955, between JAPAN (hereinafter
called the Guarantor) and INTERNATIONAL BANK FOR RECONSTRUCTION AND

DEVELOPMENT (hereinaftercalledthe Bank).

WHEREASby an agreementof evendateherewithbetweenthe Bank andThe
JapanDevelopmentBank (hereinaftercalled the Borrower), which agreement
and the schedulestherein referredto are hereinaftercalled the LoanAgree-
ment2the Bankhasagreedto maketo theBorrower a loan in various currencies
equivalentto five million threehundredthousanddollars ($5,300,000),on the
termsand conditionsset forth in the Loan Agreement,but only on condition
that the Guarantoragreeto guaranteethe obligationsof the Borrower asherein
provided; and

WHEREAS the Guarantor,in considerationof the Bank’s enteringinto the
Loan Agreementwith theBorrower, hasagreedso to guaranteesuchobligations
of the Borrower;

Now THEREFORE the partiesheretohereby agreeas follows

Article I

Section1.01. The parties to this GuaranteeAgreement acceptall the
provisionsof Loan RegulationsNo. 4 of the Bank dated February 15, 1955,~
subject,however, to the modifications thereofset forth in Schedule2~to the
Loan Agreement(said Loan RegulationsNo. 4 assomodified being hereinafter
called the Loan Regulations),with the sameforce and effect as if they were
fully set forth herein.

Section1.02. Wherever used in this GuaranteeAgreement,unless the
contextshallotherwiserequire,the severaltermsdefinedin the LoanAgreement
shall havethe respectivemeaningsthereinset forth.

‘Came into force on 16 February1956 upon notificationby theBankto the Governmentof
Japan.

Seep. 390 of this volume.

‘See p. 388 of this volume.
4

Seep. 410 of this volume.
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Article II

Section 2.01. Without limitation or restriction upon any of the other
covenantson its part in this Agreementcontained,the Guarantorhereby un-
conditionallyguarantees,asprimaryobligorandnotassuretymerely, thedueand
punctualpaymentof the principal of, and the interestand other chargeson,
the Loan, theprincipal of and intereston the Bonds andthe premium, if any,
on theprepaymentof theLoan or theredemptionof theBonds, all asset forth in
the Loan Agreementand in theBonds.

Article III

Section 3.01. It is the mutual intention of the Guarantorand the Bank
that no otherexternaldebt shall 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 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 thecreationof 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,solely assecurity for the paymentof
the purchasepriceof suchproperty; (ii) any lien on commercialgoodsto secure
a debtmaturingnot morethan oneyearafter the dateon which it is originally
incurred andto be paid out of the proceedsof saleof such commercialgoods;
or (iii) any lien arisingin the ordinarycourseof bankingtransactionsto secure
a debtmaturingnot morethan oneyear after the dateon which it is originally
incurred.

Theterm “assetsof the Guarantor”asusedin this Section includesassets
of the Guarantoror of any agencyof the Guarantor.

TheGuarantorfurtherundertakesthat,within thelimits of its constitutional
powers,it will makethe foregoing undertakingeffective with respectto liens
on the assetsof any of its political subdivisionsand their agencies,including
local governing authorities.

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

(b) The Guarantorand the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelating to the purposes

No. 534
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of the Loan andthe maintenanceof the service thereof. 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 Guarantorshall afford all reasonableopportunity for accredited
representativesof the Bank to visit any part of the territoriesof the Guarantor
for purposesrelatedto the Loan.

Section 3.03. The principal of, and interestand other chargeson, the
Loan and the Bonds shall be paid without deductionfor, 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 feesupon,paymentsunderany Bondto a holderthereof
other than the Bank whensuch Bond is beneficially ownedby an individual or
corporateresidentof the Guarantor.

Section3.04. This Agreement,the Loan Agreement,the Agreementof
Pledge,the GeneralMortgageNote, the Documentof Lien andthe Bondsshall
befreefrom anytaxesor feesthatshallbeimposedunderthe laws of the Guaran-
tor or laws in effect in its territories on or in connectionwith theexecution,
issue,deliveryor registrationthereof.

Section3.05. Theprincipal of, andinterestan otherchargeson, the Loan
and the Bonds andany proceedsof enforcementof the securitiesrespectively
constitutedby the Agreementof Pledge,the GeneralMortgage Note and the
Documentof Lien shall be paid free from all restrictions imposedunder the
laws of the Guarantoror laws in effect in its territories.

Section 3.06. So long as any part of the Loan shall be outstandingand
unpaid,the Guarantorwill not takeany actionwhichwould preventor interfere
with the performanceby the Borrower of any of thecovenants,agreementsand
obligationsof the Borrower in the Loan Agreementor Agreementof Pledge
contained,or by Yawata of any of the covenants,agreementsand obligations
of Yawata in the Project Agreement’contained,and will take or causeto be
taken all action necessaryor appropriateto enablethe Borrower and Yawata
respectivelyto perform such covenants,agreementsand obligations.

Article IV

Section4.01. The Guarantorshall endorse,in accordancewith the provi-
sionsof the Loan Regulations,its guaranteeon the Bonds to be executedand
deliveredby theBorrower. The Ministerof Financeof the Guarantorandsuch

‘See p. 412 of this volume.
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personor personsasheshalldesignatein writing aredesignatedastheauthorized
representativesof the Guarantorfor the purposesof Section6.12(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:

Minister of Finance
Ministry of Finance
2 Honshiocho,Shinjuku-Ku
Tokyo, Japan

For the Bank:

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

Section5.02. The Ministerof Financeof the Guarantoris designatedfor
the purposesof Section 8.03 of the Loan Regulations.

IN WITNESSWHEREOF, thepartieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis GuaranteeAgreementto be signed
in their respectivenames and delivered in the District of Columbia, United
Statesof America,as of the day andyear first abovewritten.

Japan
By S. IGUCHI

Authorized Representative

International Bank for Reconstructionand Development
By R. L. GARNER

Vice President

No. 534
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LETTER DATED 25 OCTOBER1955 FROM THE GOVERNMENT OF JAPAN
TO THE INTERNATIONAL BANK FOR RECONSTRUCTION AND
DEVELOPMENT CONCERNINGARTICLE III, SECTIONS3.01 AND 3.06
OF THE GUARANTEE AGREEMENT

EMBASSY OF JAPAN
WASHINGTON, D.C.

October25, 1955

InternationalBank for Reconstruction
and Development

1818 H Street,N.W.
Washington25, D.C.

Loan No. 133JA

Gentlemen:

With referenceto the GuaranteeAgreement’of evendatebetweenthe Government
of Japanandyour Bank, we havepleasurein confirmingthe following mattersof agreed
understandingbetweenus:

1. As regardsArticle III, Section3.01, that

(a) theGovernmentof Japan is, within the limits of its constitutional powers,
ablevalidly to controltheexternalborrowingsof its agencies,itspolitical subdivisions
andtheir agencies,andof theBankof Japanso asto obligethem to obtainthecon-
sentof theGovernmentof Japanto anyexternalborrowingandto thetermsthereof
whetheras to security or otherwise;

(b) theGovernmentof Japanwill makethe undertaking containedin Section
3.01 effective with respectto liens on the assetsof theBank of Japan.

2. As regardsSection3.06, that theGovernmentof Japanwill not permit any
political subdivisionof Japanor any agencyof theGovernmentof Japanor of any
suchpolitical subdivisionto takeanysuchactionas is therein referredto.

Very truly yours,
Governmentof Japan

By (s) S. IGUCHI

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 FEBRUARY 1955

REGULATIONS APPLICABLE TO LoANs M~.rEBY THE BANK TO Bom~owansOTHER THAN

MEMBERGOVERNMENTS.

{Not publishedherein. See United Nations, Treaty Series, Vol. 221.1

1 Seep. 380 of this volume.
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LOAN AGREEMENT (YAWATASTEELPROJECT)

AGREEMENT, datedOctober25, 1955, betweenINTERNATIONAL BANK FOR RE-
CONSTRUCTIONAND DEVELOPMENT (hereinaftercalledtheBank) andTHE JAPAN DEVELOP-
MENT BANK (hereinaftercalledthe Borrower).

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. The parties to this Loan Agreementaccept all the provisions of
Loan RegulationsNo. 4 of the BankdatedFebruary15, 1955,1 subject,however, to the
modificationsthereofset forth in Schedule22 to this Agreement(said Loan Regulations
No. 4 as so modified beinghereinaftercalled theLoan Regulations),with thesameforce
andeffect as if theywere fully set forth herein.

Section 1.02. Wherever used in this Loan Agreement,unless the context shall
otherwiserequire, the following termsshall havethe following meanings:

(a) The term “Yawata” meansYawataIron & SteelCo., Ltd.

(b) The term “Project Agreement”3meansthe agreementof evendate herewith
betweenthe Bank and Yawata.

(c) The term “Subsidiary Loan Agreement”meansthe agreementbetweenthe
Borrower andYawatareferredto in Section5.07 of this Loan Agreement.

(d) The term “GeneralMortgageNote” meansthe GeneralMortgageNoteto be
executedby Yawatain accordancewith theprovisionsof Section5.07of this LoanAgree-
ment andshall includeany documentsupplementaltheretowhich shall beexecutedand
deliveredin accordancewith the provisionsof the GeneralMortgageNote.

(e) The term “GeneralMortgage” meansthe priority right referredto in Section
5.07 of this Loan Agreement.

(f) The term “Documentof Lien” meansthedocumentto beexecutedby Yawata
constitutingalien in favor of theBorrowerin accordancewith theprovisionsof Section
5.08of this LoanAgreementandshall include anydocumentsupplementaltheretoor in
substitution therefor.

(g) Theterm “Agreementof Pledge”means,as thecontextmay require,all or any
of theAgreementsof Pledgeto beexecutedby theBorrowerin accordancewith thepro-
visions of Section5.09 of this Loan Agreementandshall includeany documentsupple-
mental theretoor in substitutiontherefor.

Article II

THE LOAN

Section2.01. The Bankagreesto lendto theBorrower,onthe termsandconditions
in this Agreementset forth or referredto, an amount in variouscurrenciesequivalent
to five million threehundredthousanddollars ($5,300,000).

‘See p. 388 of this volume.
‘See p. 410 of this volume.
‘See p. 412 of this volume.
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Section2.02. The BankshallopenaLoan Accounton its booksin thenameof the
Borrower andshall credit to suchAccounttheamountof theLoan. The amountof the
Loanmaybewithdrawn fromtheLoanAccount asprovidedin, andsubjectto the rights
of cancellationandsuspensionsetforth in, the Loan Regulations.

Section2.03. The Borrower shall pay to the Banka commitmentchargeat the
rateof three-fourthsof oneper cent (3/4 of 1%) per annumon theprincipal amountof
theLoan not so withdrawn from time to time.

Section2.04. The Borrower shall pay interestat the rateof four andfive-eighths
percent (45/~%)per annumon theprincipalamountof theLoan so withdrawn andout-
standingfrom time to time.

Section2.05. Except as the Bank and the Borrower shall otherwiseagree,the
chargepayablefor specialcommitmentsenteredinto by theBank at the requestof the
Borrowerpursuantto Section4.02of theLoanRegulationsshall beat therateof one-half
of onepercent (1/2 of 1%) per annumon theprincipal amountof any suchspecialcom-
mitments outstandingfrom time to time.

Section2.06. Interestandother chargesshall be payablesemi-annuallyon March
1 and September1 in eachyear.

Section2.07. The Borrower shall repaythe principal of theLoan in accordance
with the amortizationschedulesetforth in Schedule1’ to this Agreement.

Article III

USE OF PROCEEDSOF THE LOAN

Section3.01. The Borrower shall causethe proceedsof the Loan to be applied
exclusivelyto financingthecostof goodsrequiredto carryout theProjectdescribedin the
Schedule2to theProjectAgreement. Thespecificgoodsto befinancedoutof theproceeds
of theLoan shall be determinedby agreementin writing betweentheBankandYawata,
subjectto modificationby further suchagreementbetweenthem.

Section3.02. The Borrower shall causeall goods financed out of the proceeds
of theLoan to be importedinto the territoriesof the Guarantorandthere to be used
exclusivelyin thecarryingout of theProject.

Article IV

BONDS

Section4.01. The Borrower shall execute and deliver Bonds representingthe
principalamountof theLoan as providedin theLoan Regulations.

Section4.02. ThePresidentof theBorrowerandsuchpersonor personsasheshall
appoint in writing aredesignatedas authorizedrepresentativesof theBorrower for the
purposesof Section6.12 (a) of theLoan Regulations.

‘Seep. 408 of this volume.
‘See p. 422 of this volume.
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Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall causetheProjectto be carriedout with due
diligenceandefficiencyandin conformitywith soundengineeringandfinancial practices.

(b) The Borrower shall maintain, or causeto be maintained, recordsadequateto
identify thegoodsfinancedout of theproceedsof theLoan andto reflect in accordance
with consistentlymaintainedsound accountingpracticesall transactionsbetweenthe
Borrower andYawataandthe financial condition andoperationsof theBorrower; shall
enabletheBank’s representativesto inspectsuchrecords;andshall furnish to theBank
all such information as the Bank shall reasonablyrequestconcerningtheexpenditure
of the proceedsof the Loan, transactionsbetweenthe Borrower and Yawata andthe
financial condition andoperationsof theBorrower.

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

(b) TheBankandtheBorrowershall from time to time exchangeviewsthroughtheir
representativeswith regardto mattersrelatingto thepurposesof theLoanandthemain-
tenanceof theservice thereof. The Borrower shall promptly inform the Bank of any
condition which interfereswith, or threatensto interferewith, the accomplishmentof
thepurposesof theLoanor themaintenanceof theservicethereof,or of anycircumstance
or matterwhichshall or might affectthesecuritytherefor,andin particular,but without
limitation or restrictionuponthe foregoing, shall promptly inform theBank if the Bor-
rowershall believethit circumstanceshavearisenwherebyYawatais or maybeobliged
to createa Documentof Lien, or if there shall haveoccurredany event wherebythe
GeneralMortgageor thesecurityconstitutedby theDocumentof Lien shall havebecome
enforcedor liableto be enforced.

Section5.03. The Borrower undertakesthat, exceptas the Bank shall otherwise
agree,if anylien shall becreatedon any assetsof theBorrower as securityfor anydebt,
suchlien will ipsofacto equally andratablysecurethepaymentof theprincipal of, and
interestandother chargeson, the Loan andthe Bonds,andthat in thecreationof any
such lien expressprovision will be made to that effect; provided, however, that the
foregoingprovisionsof this Sectionshall not applyto: (i) anylien createdon property,
at thetime of purchasethereof,solely as securityfor the paymentof thepurchaseprice
of suchproperty;(ii) any lien on commercialgoodsto secureadebtmaturingnot more
thanoneyear after thedateon which it is originally incurredandto be paid out of the
proceedsof saleof suchcommercialgoods; or (iii) anylien arisingin theordinarycourse
of bankingtransactionsandsecuringa debtmaturingnot more thanoneyear after the
dateon which it is originally incurred.

Section 5.04. The Borrower shall pay or causeto be paid all taxesor fees,if any,
imposedunderthelawsof theGuarantoror lawsin effect in theterritoriesof theGuaran-
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toronor in connectionwith theexecution,issue,deliveryorregistrationof thisAgreement,
the GuaranteeAgreement,the Agreementof Pledge,the SubsidiaryLoan Agreement,
the GeneralMortgageNote, the Documentof Lien, or the Bonds, or thepaymentof
principal, interest or other chargesthereunder;provided,however, that theprovisions
of this Sectionshall not apply to taxationof, or fees upon,paymentsunderany Bondto
aholderthereofotherthantheBankwhensuchBondis beneficiallyownedby anindivid-
ual or corporateresidentof the Guarantor.

Section 5.05. The Borrower shall pay or causeto be paid all taxes and fees, if
any, imposedunderthelawsof thecountryor countriesin whosecurrencytheLoan and
theBonds arepayableor laws in effect in theterritoriesof suchcountryor countrieson
or in connectionwith the execution, issue, delivery or registrationof this Agreement,
the GuaranteeAgreement,theAgreementof Pledge, theSubsidiaryLoan Agreement,
the GeneralMortgageNote, theDocumentof Lien or theBonds.

Section5.06. Except as shall be otherwiseagreedbetweentheBank andtheBor-
rower, the Borrower shall insure or causeto be insured the goodsfinanced with the
proceedsof the Loan againstrisks incident to their purchaseandimportation into the
territoriesof the Guarantor. Suchinsuranceshall be consistentwith soundcommercial
practiceandshall be payablein dollarsor in thecurrencyin which thecostof thegoods
insuredthereundershall be payable.

Section 5.07. The expenditureof moneysby theBorrower in accordancewith the
provisionsof Section3.01 hereofshall constitutea loan by theBorrower to Yawataand
thetermsandconditionsuponwhichYawatashall repayto theBorrowerits indebtedness
in respectthereofshall beembodiedin an agreementbetweentheBorrower andYawata,
the form andsubstanceof whichshall beapprovedby theBank. Further,theBorrower
shall causeYawatato executeand deliver, as soonaspracticable,a GeneralMortgage
Note evidencingapriority right, undertheLaw for Abolition of JapanIron and Steel
Company Law, No. 240 datedAugust 5, 1950 (as amendedby Laws No. 108-1951,
No. 91-1952,No. 122-1953andNo. 73-1954)or underanyfurther amendmentthereof,
or under any other law which may provide similar or other priorities for loansgranted
or to be grantedby theBorrower, in favorof theBorrowerto constitutesecurityfor such
indebtedness.Such General MortgageNote shall be in such form and contain such
provisionsas theBankmay reasonablyrequireandshall, in anycase,containprovisions
to the following effect, namely:

(a) that it is the mutual intention of Yawata and the Borrower that no other debt
shall enjoyany priority over the indebtednessof Yawatato theBorrowerundertheSub-
sidiary Loan Agreementby way of a lien on assetsof Yawata; and that, accordingly,
Yawata undertakesthat, except as the Bank and the Borrower shall otherwiseagree,
if anylien shall becreatedon anyassetsof Yawataassecurityfor anydebt,suchlien will
ipsofacto equally and ratablysecurethe paymentof the indebtednessof Yawatato the
Borrower underthe SubsidiaryLoan Agreement;andthat in the creationof anysuch
lien expressprovisionwill bemadeto thateffect; provided,however,that suchprovisions
shall not apply to : (i) any lien createdon property, at the time of purchasethereof,
solelyas security for thepaymentof thepurchasepriceof suchproperty;or (ii) specific
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mortgageson housesfor Yawata’s employeesgiven to securerepaymentof moneys
loanedfor their construction;

(1’) that the indebtednessof Yawata to the Borrower underthe Subsidiary Loan
Agreementshall becomeimmediately payableand that the General Mortgage shall
becomeenforceablein the following events(inter alia):

(i) if Yawatamakesdefaultin theduepaymentof anymoneyspayableundertheGeneral
MortgageNote;

(ii) if a defaultshall haveoccurredin theperformanceby Yawataof any covenantor
undertakinggivenby it to theBank andsuchdefaultshall continuefor aperiodof
30 days;

(iii) if any other security grantedby Yawatashall havebecomeenforceableunderthe
terms thereof;

(iv) if a defaultshall haveoccurredin theperformanceby Yawata of anycovenantor
condition (other than in respectof the duepaymentof moneys)containedin the
SubsidiaryLoan Agreementor in the GeneralMortgageNote(includingin partic-
ular if there shall occurany breachby Yawata of the negativepledge covenants
thereincontained)andsuchdefaultshall continuefor aperiodof 30 days.

Section 5.08. If, pursuantto the provisionsof subparagraph(a) of Section5.07,
there shall be createdany lien on any assetsof Yawataas security for any debt, then
theBorrowershall causeto betakenall suchstepsasmay, to thesatisfactionof theBank,
be necessaryor properfor ensuringthat suchlien shall equally and ratablysecurethe
paymentof the indebtednessof Yawata to the Borrower under the SubsidiaryLoan
Agreement,the lien securingsuch paymentto be constitutedby a Documentof Lien,
which shall be in suchform andcontain suchprovisionsas the Bank may reasonably
requireand, in anycase,shall containprovisionssimilar to thosecontainedin theGeneral
MortgageNote, so far asthesamemaybe applicable.

Section5.09. (a) The Borrower shall, as soon as practicableafter the execution
of theGeneralMortgageNote,if so requiredby theBank, executein favorof theBankan
Agreementof Pledgeof the indebtednessandsecurityevidencedby theSubsidiaryLoan
Agreementandthe GeneralMortgageNote.

(b) The Borrower shall, assoon as practicableaftertheexecutionof the Document
of Lien, if so requiredby theBank, executein favorof theBankan Agreementof Pledge
of the indebtednessandsecurityevidencedby the SubsidiaryLoan Agreementand the
Documentof Lien.

(c) Any suchAgreementof Pledge,as is referredto in the foregoingprovisionsof
this Section, shall operateas anassignmentby theBorrower,by wayof security,of the
indebtednessandsecurityevidencedby theSubsidiaryLoanAgreementandtheGeneral
MortgageNote or theDocumentof Lien (as thecasemay be), subjectto a provisofor
reassignmentthereofupon paymentof theentire principal amountof theLoan andthe
premium,if any,on the redemptionof all Bondscalledfor redemptionandof all interest
andotherchargeswhichshall haveaccruedon theLoan andtheBonds;andshallfurther
be in such form and containsuch provisionsas the Bank may reasonablyrequire. In
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any case,the Agreementof Pledgeshall provide (inter alia) that the security thereby
conatitutedshall becomeenforceableif, underthe termsof this Loan Agreement,the
Bankshall havedeclaredtheprincipal of theLoan andof all theBondsthenoutstanding
to be dueandpayableimmediately.

Section 5.10. (a) If the Bank shall so require, the Borrower shall, as soon as
practicable thereafter,deliver to the Bank: (i) the SubsidiaryLoan Agreement,the
Agreementof Pledge(as specifiedin Section5.09 (a) ) andtheGeneralMortgageNote;
(ii) suchconsentsor documentsasmaybenecessaryunderthelawsof Japanto renderthe
SubsidiaryLoan Agreement,and the Agreementof Pledgeandthe GeneralMortgage
Note andthesecuritiestherebyrespectivelyevidencedor created,fully effective underthe
laws of Japanin accordancewith their respectiveterms; (iii) an opinion or opinions
satisfactoryto theBank, of counselacceptableto theBank,that theAgreementof Pledge
andtheGeneralMortgageNote havebeenduly authorizedor ratified, andexecutedand
delivered,andconstitutevalid andbindingobligationsin accordancewith their respective
terms; that,savefor securitiesgrantedto the Bank, no liensthen existon anypartof the
propertyor assetsof theBorrower; that, savefor liens excludedfrom theprovisionsof
Section 5.07 (a), no liens then exist on any part of the propertiesor assetsof Yawata
which rank in priority to the GeneralMortgage; andthat no contractor arrangement,
conditional or unconditional, then exists wherebyYawata would be precluded from
creatingin favorof the Borrower anysuchlien as is referredto in Sections5.07 (a) and
5.08 of this Agreement;andthat all acts, consents,validationsandapprovalsnecessary
underthe laws of Japanto rendervalid andeffective, in accordancewith their respective
terms,theAgreementof Pledgeand theGeneralMortgageNote, havebeendully per-
formed or given.

(b) If the Bank shall so require, the Borrower shall, as soon as practicableafter
executionof the Documentof Lien, deliverto theBank: (i) theSubsidiaryLoanAgree-
ment (if not alreadydelivered); theAgreementof Pledge(as specified in Section 5.09
(b) ) andtheDocumentof Lien; (ii) suchconsentsor documentsasmaybenecessaryunder
the laws of Japanto renderthe SubsidiaryLoan Agreement,the Agreementof Pledge
andtheDocumentof Lien andthesecuritiestherebyrespectivelyevidencedor created,
fully effective underthe laws of Japanin accordancewith their respectiveterms; (iii)
anopinionor opinionssatisfactoryto theBankof counselacceptableto theBank, showing
such matters as the Bank may reasonablyrequire, including, in particular: that the
Agreementof Pledgeand theDocumentof Lien havebeenduly authorizedor ratified
andexecutedanddelivered,andconstitutevalid andbinding obligationsin accordance
with their respectiveterms; that, exceptas the Bank shall previouslyhaveagreed,no
liens then exist on anyassetsof Yawatawhichrank in priority to thesecurityconstituted
by theDocumentof Lien; that no contractor arrangement,conditionalor unconditional,
then existswherebyYawatawould be precludedfrom creatingin favor of theBorrower
anysuchlien as is referredto in Sections5.07(a) and5.08 of this Agreement;andthat
all acts, consents,validationsandapprovalsnecessaryunderthelaws of Japanto render
valid and effectivein accordancewith their respectiveterms,the Agreementof Pledge
andtheDocumentof Lien, havebeenduly performedor given.
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Section5.11. The Borrower hereby covenantsand declaresthat, as of the time
of theexecutionof this LoanAgreement,no lien existson anypartof theassetsof Yawata
which would rank in priority to the GeneralMortgagewhen created,other than liens
of a natureexcludedfrom the provisionsof Section5.07 (a); that,exceptfor agreements
of which the Bank hasheretoforebeenadvisedby theBorrower,no contractor arrange-
ment, conditional or unconditional,exists or will be brought into existencewhereby
Yawatawould be precludedfrom creatingin favor of the Borrower any suchlien as is
referredto in Sections5.07 (a) and 5.08 of this Agreement. The existenceof any fact
or circumstance,or the happeningof any event, which shall be inconsistentwith the
foregoingprovisionsof this Section,shall constitutean eventof default for thepurposes
of subparagraph(c) of Section5.02 of the Loan Regulations.

Section5.12. The Borrowershall, as often asmay be necessary,takesuchaction
anddeliver,orcausetobedelivered,totheBanksuchfurtherconsentsorotherdocuments
as may berequisiteto maintainthe full effectivenessof theSubsidiaryLoan Agreement,
the Agreementof Pledge,the GeneralMortgageNote and the Documentof Lien (as
the casemaybe) and thesecuritiestherebyrespectivelyevidencedor created,underthe
lawsof Japanin accordancewith their respectiveterms.

Section5.13. Exceptas the Bank shall agree,neitherthe SubsidiaryLoan Agree-
ment nor the GeneralMortgageNote nor the Document of Lien shall be assigned,
amendedor abrogated.

Section 5.14. It is the mutualintentionof the Borrower and the Bank that to the
extentthat Yawatashall repaythe Borrowerits indebtednessundertheSubsidiaryLoan
Agreement,the Borrower shallto a correspondinglyproportionateextentrepaythe Bank
underthisLoanAgreement. Accordingly,unlessotherwiseagreedbetweentheBorrower
and the Bank, if Yawatashall repayin advanceof maturityanypart of its indebtedness
to theBorrowerundertheSubsidiaryLoanAgreement,thentheBorrowershallthereupon
repayto the Bank, in advanceof maturity, anamountbeingsuchproportionof the prin-
cipal amount of the Loan then outstandingasthe amountsorepaidto the Borrowerby
Yawatabearsto the totalprincipal amountsthenowing by YawataundertheSubsidiary
Loan Agreementimmediatelyprior to suchrepayment;providedthat,in computingany
suchtotalprincipalamounts,thereshallbedeductedanyamountpaid,contemporaneously
with suchrepayment,in accordancewith theAmortizationSchedulesetforth in Schedule
I to this Agreement. To any repaymentby the Borrower in accordancewith this
Section,all theprovisionsof theLoan Regulationsrelating to repaymentin advanceof
maturity shall be applicable.

Article VI

REMEDIES OF THE BANK

Section 6.01. (i) If anyeventspecifiedin paragraph(a), paragraph(b), paragraph
(e),paragraph(f), paragraph(j), paragraph(k) orparagraph(1) of Section5.02of theLoan
Regulationsshall occurandshallcontinuefor a periodof thirty days,or (ii) if anyevent
specifiedin paragraph(c) of Section 5.02 of the Loan Regulationsshall occurandshall
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continuefor a periodof sixty daysafternotice thereofshallhavebeengiven by theBank
to the Borrower,thenat any subsequenttime during the continuancethereof,the Bank,
at its option, maydeclaretheprincipalof theLoan andof all theBondsthenoutstanding
to be dueandpayableimmediately,andupon anysuchdeclarationsuchprincipal shall
become dueand payable immediately,anything in this Agreement,the Agreementof
Pledge,theGeneralMortgageNote, theDocumentof Lien or in theBondsto thecontrary
notwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01. The following eventsare specified as additional conditions to the
effectivenessof this Agreementwithin themeaningof Section 9.01 (a) (ii) of the Loan
Regulations:

(a) that the executionand delivery of the ProjectAgreementon behalfof Yawata
shall havebeenduly authorizedor ratified by all necessarycorporateandgovernmental
action;

(b) that theSubsidiaryLoanAgreement,in form satisfactoryto theBank, shall have
beenduly executedanddeliveredas betweenthe partiestheretoandhavebecomefully
effective in accordancewith its terms;

(c) that the form of the GeneralMortgageNoteshall havebeenduly approvedby
the Bank;

(d) that the form of the Agreementof Pledgespecifiedin Section 5.09 (a), andall
otherdocumentsrequisiteunderthe lawsof Japanto renderthe samefully effectivein
accordancewith its terms,shall havebeenduly approvedby the Bank;

(e) that in relation to any existingcontractor arrangementwherebyYawatawould
be precludedfrom creatingin favor of the Borrower any suchlien as is referredto in
Sections5.07(a) and5.08of this Agreement,actionshall havebeentakenso as to permit
the creationby Yawataof suchlien, andotherwiseto the satisfactionof the Bank.

Section 7.02. The following arespecifiedasadditional matters,within themeaning
of Section9.02 (e) of theLoan Regulations,to beincludedin theopinion or opinionsto
be furnishedto the Bank:

(a) that Yawatahasfull power and authority to constructandoperatethe Project
andhasall necessaryrightsandpowersin connectiontherewithandthat all acts,consents
validations andapprovalsnecessarytherefor havebeenduly andvalidly performedor
given;

(b) that Yawata has full power and authority to borrow moneyspursuantto the
provisionsof this Loan Agreementandthat all acts,consents,validationsandapprovals
necessarythereforhavebeenduly performedor given;

(c) that theProjectAgreementhasbeenduly authorizedor ratified by, andexecuted
anddeliveredonbehalfof,Yawataandconstitutesavalid andbindingobligationof Yawata
in accordancewith its terms;
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(d) that the SubsidiaryLoan Agreementhasbeenduly authorizedor ratified by,
andexecutedanddeliveredon behalfof, the BorrowerandYawatarespectivelyandcon-
stitutesvalid andbindingobligationsof the BorrowerandYawatarespectivelyin accord-
ancewith its terms;

(e) that the GeneralMortgageNotewill, when duly authorizedor ratified by, and
executedanddeliveredon behalfof, Yawata,constitutea valid andbindingobligationof
Yawatainaccordancewith itstermsandthat,exceptfor liensexcludedfrom theprovisions
of Section5.07 (a), no liens then exist on anypart of thepropertiesor assetsof Yawata
which would rank in priority to theGeneralMortgagewhencreatedand that no contract
or arrangement,conditionalor unconditional,existswherebyYawatawould beprecluded
from creatingin favor of the Borrower any suchlien as is referredto in Sections5.07
(a) and 5.08 of this Agreement;

(f) that the Agreementof Pledge(as specified in Section5.09 (a)) will, whenduly
authorizedor ratified by, andexecutedanddeliveredon behalfof, the Borrower,consti-
tute a valid andeffectivesecurity in accordancewith its termsand that (savefor liens
given to theBank)no liens then exist on any partof thepropertiesor assetsof theBor-
rower;

(g) that all acts, consents,validations and approvalsnecessaryunder the laws of
Japanto rendervalid and effectivein accordancewith their respectivetermsthis Loan
Agreement,the GuaranteeAgreement,1theProjectAgreementand theSubsidiaryLoan
Agreementhavebeenduly performedor given.

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

Article VIII

MISCELLANEOUS

Section 8.01. The Closing Dateshallbe December31, 1957.

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

For the Borrower:

The JapanDevelopmentBank
8, 1-chomeMarunouchi
Chiyoda-ku
Tokyo, Japan

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

‘Seep. 380 of this volume.
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IN WITNESSWHEREOF, thepartieshereto,actingthroughtheir representativesthere-
untoduly authorized,havecausedthis Loan Agreementto be signedin their respective
namesand deliveredin the District of Columbia,United Statesof America, as of the
day andyear first abovewritten.

International Bank for Reconstructionand Development
ByR. L. GARNER

VicePresident
The JapanDevelopmentBank

Ataru KOBAYASHI
ByTomooUMENO

Authorized Representative

SCHEDULE 1

AMORTIZATION SCHEDULE

Date
PaymentDue

September1, 1957
March 1, 1958
September1, 1958
March I, 1959
September1, 1959
March 1, 1960
September1, 1960
March 1, 1961
September1, 1961
March 1, 1962
September1, 1962
March 1, 1963
September1, 1963
March 1, 1964

Paymentof
Principal

(expressed
in dollars) *

$151,000
154,000
158,000
162,000
166,000
169,000
173,000
177,000
181,000
185,000
190,000
194,000
199,000

Principal
Amount

Outstanding
After Each

Payment
(expressed

in dollars) *

$5,300,000
5,149,000
4,995,000
4,837,000
4,675,000
4,509,000
4,340,000
4,167,000
3,990,000
3,809,000
3,624,000
3,434,000
3,240,000
3,041,000

Date
PaymentDue

September1, 1964
March 1, 1965
September1, 1965
March 1, 1966
September1, 1966
March 1, 1967
September1, 1967
March 1, 1968
September1, 1968
March 1, 1969
September1, 1969
March 1, 1970
September1, 1970

Payment of
Principal

(expressed
in dollars)

0

$203,000
208,000
213,000
218,000
223,000
228,000
233,000
238,000
244,000
250,000
255,000
261,000
267,000

Principal
Amount

Outstanding
After Each

Payment
(expressed

in dollars)*

$2,838,000
2,630,000
2,417,000
2,199,000
1,976,000
1,748,000
1,515,000
1,277,000
1,033,000

783,000
528,000
267,000

* To the extent that any part of theLoan is repayablein a currencyother than dollars (see
Loan Regulations,Section3.02), the figures in thesecolumnsrepresentdollar equivalentsdeter-
mined as for purposesof withdrawal.

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specifiedas the premiumspayableon repaymentin
advanceof maturity of anypartof theprincipalamountof theLoan pursuantto Section
2.05 (ii) of the Loan Regulationsor on the redemptionof any Bond prior to itsmaturity
pursuantto Section 6.16 of the Loan Regulations:

Timeof Prepcsymenlor Redemption Premium

Not morethan 5 yearsbeforematurity ‘/2 of 1 %
More than 5 yearsbut notmore than10 yearsbefore maturity 1%
More than 10 yearsbeforematurity 2%
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SCHEDULE 2

MODIFICATIONS OF LOAN REGULATIONS No. 4

For the purposesof this Agreementthe provisionsof Loan RegulationsNo. 4 of
the Bank,datedFebruary15, 1955,shall be deemedto bemodified as follows:

(a) by thedeletionin Section5.02, of paragraph(j) andtheadditionin suchSection
of the following paragraphs,namely:

adefaultshallhaveoccurredin theperformanceby Yawataof anycovenant
or undertakinggivenby it to the Bank.

(k) anyeventshall havehappenedwherebytheGeneralMortgageor thesecurity
constitutedby theDocumentof Lien shall becomeenforceable.

(1) any event shall havehappenedwherebythe security constituted by the
Agreementof Pledgeshall becomeenforceable.”

(b) by theadditionin Section5.06, after the words “the Loan Agreement”,of the
words “the ProjectAgreement,the GeneralMortgageNote,theDocumentof Lien, the
Agreementof Pledge,”;

(c) by theaddition in Section6.17, after thewords “the Loan Agreement”,of the
words “the Project Agreement,the General Mortgage Note, the Documentof Lien,
the Agreementof Pledge,”;

(d) by theaddition in Section7.01, after thewords“the Loan Agreement”,where
thosewordsoccur,of the words “the ProjectAgreement,the GeneralMortgageNote,
the Documentof Lien, the Agreementof Pledge, the SubsidiaryLoan Agreement,”,
andafterthewords“the Borrower”, wherethosewordsfirst occur,of theword “, Yawa-
ta,”, andwherethosewordssecondlyoccurof the words“nor Yawata”.

(e) by the deletionof Section 7.02 and thesubstitution thereforof the following
new Section,namely:

“SEcTIoN 7.02 Obligations of Guarantor. The obligationsof the Guarantor
undertheGuaranteeAgreementshall not be dischargedexceptby performanceand
then only to the extentof suchperformance. Suchobligationsshall not besubject
to any prior notice to, demandupon or actionagainst the Borrower or Yawataor
to any prior noticeto or demandupon the Guarantorwith regardto any default
by the Borrower or Yawata, and shall not be impaired by any of the following:
any extensionof time, forbearanceor concessiongiven to the Borrower or Yawata;
any assertionof, or failure to assert,any right or remedyagainstthe Borrower or
Yawataor in respectof anysecurityfor theLoan; anymodificationor amplification
of the provisionsof the Loan Agreementor of the Project Agreementor of the
GeneralMortgageNote or of the Documentof Lien or of theAgreementof Pledge
or of the Subsidiary Loan Agreementcontemplatedby the terms thereof; any
failure of the Borrower or Yawata to comply with any requirementof any law,
regulationor order of the Guarantoror of any political subdivisionor agencyof
the Guarantor.”
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(f) by the deletionof Section 7.03 and the substitution thereforof the following
new Section, namely:

“SECTION 7.03. Failure toExerciseRights. No delayin exercising,oromission
to exercise,anyright or poweraccruingto anypartyundertheLoan Agreement,the
ProjectAgreement,the GeneralMortgageNote,the Documentof Lien, theAgree-
mentof Pledge,theSubsidiaryLoan Agreementor GuaranteeAgreementupon any
defaultshall impair anysuchright or poweror be construedto bea waiver thereof
or an acquiescencein suchdefault; nor shall theactionof suchparty in respectof
anydefault, or anyacquiescencein any default, affect or impair any right or power
of suchparty in respectof any other or subsequentdefault.”

(g) by theaddition in Section 7.04 (j), at the endthereof, of the following words,
namely:

“provided, however, that nothing hereinshall be deemedto precludeany of
thesaidpartiesfrom exercising,or instituting any legal or other action, to enforce
any right or claim arisingout of or pursuantto the SubsidiaryLoan Agreement,
the GeneralMortgageNote, the Documentof Lien or the Agreementof Pledge,
and submissionto arbitration hereundershall not be deemedto be a condition
precedentto or in any way to prejudicesuchexerciseor other enforcementof any
suchright or claim.”

(h) by theaddition in Section9.01 (a) (ii) andin Section9.01 (c) at theend thereof
respectively,of the following words, namely:

“saveas the Bank may otherwiseagree.”

(i) by thedeletionof Section 10.01, paragraph12, andthesubstitution thereforof
the following new paragraph,namely:

“12. The term ‘Project’ meansthe project for which the loan is granted,as
describedin theProjectAgreementandas thedescriptionthereofshall beamended
from time to time by agreementbetweentheBankandYawatawith theconcurrence
of theBorrower andof the Guarantor.”

(j) by theaddition in paragraph17 of Section 10.01, after the word “privileges”,
of the words, “encumbrances,preferentialrights”.

PROJECTAGREEMENT
(YAWATA STEEL PROJECT)

AGREEMENT, datedOctober25, 1955, betweenINTERNATIONAL BANK FOR RE-
CONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bank) and YAWATA IRON &
STEEL Co., LTD. (hereinaftercalledYawata).

WHEREAS by an Agreementof even date herewith (hereinaftercalled the Loan
Agreement1)betweenThe JapanDevelopmentBank (hereinaftercalled the Borrower)
andtheBank, theBank hasagreedto maketo the Borrower aloan in variouscurrencies
equivalentto five million threehundredthousanddollars ($5,300,000),on thetermsand
conditionssetforth in the LoanAgreement,butonly on conditionthatYawataagreet~

‘See p. 390 of this volume.
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undertakecertainobligationsto theBank as hereinafterin this Agreementsetforth; and

WHEREAS Yawata,in considerationof theBank’s enteringinto the Loan Agreement
with theBorrower,hasagreedto undertaketheobligations hereinafterset forth;

Now THEREFOREthepartiesheretoherebyagreeasfollows:

Article I

DEFINITIONS

Section 1.01. Whereverusedin this Agreement,unlessthecontextshall otherwise
require,theseveraltermsdefinedin the Loan Agreementandin the Loan Regulationst

(as so defined)shall havetherespectivemeaningsthereinset forth.

Article II

PARTICULAR COVENANTS OF YAWATA

Section 2.01. (a) Yawatashall carry out the Projectwith due diligenceand effi-
ciency andin conformitywith soundengineeringandfinancial practices.

(b) Yawata shall furnish to the Bank, promptly upon their preparation,the plans
and specificationsfor the Project and any material modifications subsequentlymade
therein.

(c) Yawatashall maintainor causeto be maintainedrecordsadequateto identify
thegoods financedout of theproceedsof the Loan, to disclosetheusethereof in the
Project, to record the progressof constructionand resultsof operationof the Project
andto reflectin accordancewith consistentlymaintainedsoundaccountingpracticesthe
financial condition andoperationsof Yawata; shall enabletheBank’s representativesto
inspectthegoods,theProject,anyother propertiesor equipmentownedor operatedby
Yawatato the extent that theconstructionor operationthereofaffectsthe economical
and efficient construction,operationand maintenanceof theProject, andany relevant
recordsanddocumentsrelatingto thegoods,theProject,or to theoperationsandfinan-
cial condition of Yawata;andshall furnish to theBank all suchinformation as theBank
shall reasonablyrequestconcerningtheexpenditureof the proceedsof the Loan, the
Project,thegoods,andthe financial conditionandoperationsof Yawata.

Section2.02. (a) The Bank and Yawatashall cooperatefully to assurethat the
purposesof the Loan will be accomplished. To that end, eachof them shall furnish
to theotherall suchinformation as it shall reasonablyrequestwith regardto thegeneral
status of the Loan.

(b) Eachpartyto this Agreementshall, from time to time, as theother party hereto
shall reasonablyrequest,affordsuchotherpartyall reasonableopportunityfor exchanges
of viewsbetweentheir respectiverepresentativesin regardto anyandall mattersrelating

‘Seep. 388 of this volume.
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to theLoan andthepurposesfor which it was granted,theProjectandthe othermatters
coveredby this Agreement. The suggestionsand observationsmadeby either party
pursuantto anyprovision of this Sectionshall be receivedby theother party in a spirit
of mutual cooperationandshall be givendueconsideration.

(c) Yawatashall promptly inform theBank of anycondition which interfereswith
or threatensto interferewith, theaccomplishmentof the purposesof the Loan or the
performanceby Yawataof its obligationsunderthis Agreementor theobligationsto be
performedby it pursuantto theprovisionsof theLoan Agreement.

Section2.03. (a) Yawatashall at all times takeall stepsnecessaryto maintainits
corporateexistenceand right to carry on operationsand shall, exceptasthe Bank may
otherwiseagree,takeall stepsnecessaryto maintainandrenewall rights,powers,privileges
and franchisesownedor operatedby it and necessaryor useful in the conduct of its
business.

(b) Yawatashall operateits undertakingandconduct its affairsin accordancewith
sound businesspractices;shall takesuchmeasuresasmay be appropriateto ensuregen-
erally continuingprogresstowardsstrengtheningits financial position; andshall main-
tain, renew and repair its plants,machinery,equipmentand property as requiredin
accordancewith soundengineeringpractices.

Section2.04. Yawata shall import or causeto be imported into the territories
of theGuarantorall goodspurchasedwith theproceedsof theLoanand,exceptasshall be
otherwiseagreedby the BankandYawata, shalluse themthereor shall causethemto be
usedthereexclusivelyin thecarryingout of theProject. Yawatashall obtain title to all
suchgoodsfree andclearof all incumbrancesother thansuchas may arisein Japanby
operationof apriority right of thesamenature andpriority as theGeneralMortgageor
suchotherpriority right asmay be agreedby theBank.

Section2.05. Yawata shall not, without the prior consentof the Bank, sell or
otherwisedisposeof any goodspurchasedor paid for out of theproceedsof the Loan.

Section 2.06. Yawata shall, as soon as practicable,executeand deliver in favor
of the Borrower the SubsidiaryLoan Agreementandthe GeneralMortgageNote and,
if necessarypursuantto theprovisionsof Section2.07 (c) of this Agreement,theDocu-
ment of Lien andshall payor causeto be paidall taxesor fees,if any, imposedunderthe
laws of theGuarantoror lawsin effect in the territoriesof theGuarantoronor in connec-
tion with theexecution,issue,deliveryor registrationof this Agreementor theSubsidiary
Loan Agreementor the GeneralMortgageNoteor the Documentof Lien.

Section2.07. (a) Yawata hereby covenantsand declaresthat as of the time of
executionof this Agreementno lien existson anypartof its assetswhichwould rankin
priority to theGeneralMortgagewhencreatedotherthan liens excludedfrom theprovi-
sions of thenext following subsection;and, except for agreementsof which the Bank
hasheretoforebeenadvisedby the Borrower, no contractor arrangement,conditional
or unconditional,exists or will be brought into existencewhereby Yawata would be
precludedfrom carryingout theundertakingreferredto in thenext following subpara-
graphand from creatingthenecessarylien in favor of theBorrower.
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(b) It is the mutualintentionof Yawataand the Bank that no otherdebtshallenjoy
any priority over the indebtednessof Yawata to the Borrower underthe Subsidiary
Loan Agreementby wayof a lien on anyassetsof Yawata.Yawataaccordinglyundertakes
that, except as the Bank and the Borrower shall otherwiseagree,if any lien shall be
createdon anyassetsof Yawataassecurityfor anydebt,suchlien will ipsofacto equally
and ratably securethe paymentof the indebtednessof Yawata to the Borrower under
theSubsidiaryLoanAgreement,andthatin thecreationof anysuchlien expressprovision
will be made to that effect; provided, however, that the foregoing provisionsof this
subparagraphshall notapplyto: (i) anylien createdonproperty,at thetimeof purchase
thereof, solely as security for the paymentof the purchaseprice of such property;or
(ii) specificmortgageson housesfor Yawata’semployeesto securerepaymentof moneys
loanedfor their construction.

(c) If anylien shallbe createdon anyassetsof Yawatato securethe paymentof the
indebtednessof Yawatato theBorrowerundertheSubsidiaryLoan Agreementpursuant
to theprovisionsof the lastprecedingsubparagraph,thelien securingsuchpaymentshall
be constitutedby a Documentof Lien which shall be in suchform and contain such
provisionsas theBankmay reasonablyrequire.

Section2.08. (a) Yawatashall, from time to time, immediatelyupon the request
of the Bank or of the Borrower,give to the Borrower and to the Bank, pursuantto the
provisionsof Articles 364 and467 of the Civil Codeof Japan,its written consentto the
inclusion in the Agreementof Pledgeof all indebtednessevidencedor securedby the
SubsidiaryLoanAgreementandthe GeneralMortgageNote andthe Documentof Lien
(as thecasemay be) in accordancewith theprovisionsof the Loan Agreement.

(b) Yawata shall, as often as may be necessary,take such action and deliver, or
causeto bedelivered,to theBankor to theBorrower (asmaybeappropriate)suchfurther
consentsor otherdocumentsas may berequisiteto maintainthe full effectivenessof the
SubsidiaryLoan Agreement,the General MortgageNote and the Documentof Lien
(as the casemay be)and the securitiestherebyrespectivelyevidencedor created,under
the laws of Japanin accordancewith their respectiveterms.

Section2.09. Exceptas the Bank shall agree,neithertheSubsidiaryLoan Agree-
ment nor the GeneralMortgageNote nor the Documentof Lien shall be amendedor
abrogated.

Article III

MISCELLANEOUSPROVISIONS

Section 3.01. No holderof anyBond otherthan the Bankshall by virtue of being
theholderthereofbeentitledto exerciseanyof the rights conferred,or besubjectto any
of theconditionsor obligationsimposed,upontheBank underthis Agreement.

Section 3.02. Any notice,demandor requestrequiredor permittedto be givenor
madeunderthis Agreementand any agreementbetweenthe partiescontemplatedby
this Agreementshall bein writing. Suchnoticeor requestshallbedeemedto havebeen
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duly given or madewhenit shall be deliveredby hand or by mail, telegram,cable or
radiogramto theparty to which it is requiredor permittedto be givenor madeat its
addresshereinafterspecified,or at suchotheraddressas suchpartyshallhavedesignated
by notice to the party giving suchnoticeor making such request. The addressesso
specifiedare

(a) For Yawata:

YawataIron & SteelCo., Ltd.,
No. 1, 1 -chomeMarunouchi,
Chiyoda-ku,
Tokyo, Japan.

(b) For the Bank:

InternationalBank for ReconstructionandDevelopment,
1818 H Street,N.W.,
Washington25, D. C.,
United Statesof America.

Section 3.03. This Agreementmay be executed in several counterparts,each
of which shall bean original andall collectivelybut oneinstrument.

Section3.04. Any actionrequiredor permitted to be taken,and any documents
requiredor permittedto beexecuted,underthis Agreementon behalfof Yawatamaybe
takenor executedby thePresidentof Yawataor suchpersonor personsas he shall desig-
nate in writing.

Section3.05. Yawatashall furnishto the Bank sufficientevidenceof the authority
of the personor personswho will, on behalfof Yawata, takeany actionor executeany
documentsrequiredor permittedto betakenor executedby Yawatapursuantto anyof
theprovisionsof this Agreementand the authenticatedspecimensignatureof eachsuch
person.

Article IV

EFFECTIVE DATE

Section 4.01. This Agreementshall come into force and effect on the Effective
Date. If, pursuantto Section 9.04 of the Loan Regulations,the Bank shall terminate
the Loan Agreement,the Bankshallpromptlynotify Yawatathereofanduponthegiving
of suchnotice,this Agreementandall obligationsof thepartieshereundershallforthwith
ceaseand determine.

Section 4.02. If andwhentheentire principal amountof theLoan shall havebeen
paid or causedto be paidby the Borrower(or shallhavebeencancelled),togetherwith
the redemptionpremium,if any, on the redemptionof all Bonds whichshall havebeen
calledfor redemptionandall interestandotherchargeswhich shallhaveaccruedon the
Loan and the Bonds, this Agreementand all obligationsof Yawata and of the Bank
hereundershall forthwith terminate.
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IN WITNESS WHEREOF the partiesheretohavecausedthis Agreementto be signed
in their respectivenamesby theirrepresentativesthereuntoduly authorizedanddelivered
in the District of Columbia, United Statesof America, as of the day and year first
abovewritten.

International Bank for Reconstructionand Development
By R. L. G~aNaa

Vice President

YawataIron & SteelCo., Ltd.
By Heigo FuJII

AuthorizedRepresentative

SCHEDULE

DESCRIPTION OF PROJECT

TheProjectconsistsof the improvementandmodernizationof the productionfacil-
itiesof Yawataby the installationof a newplatemill havinganestimatedannualcapacity
of 360,000metric tons. The new mill, which will replacenow existingbut obsolete
mills, will bedesignedto producemediumandheavyplates,highly uniform in character
andhaving dimensionsup to 160” in width and4” in thickness.

Includedin the equipmentof the new mill will be: a continuousheatingfurnace
for slabs,slabdeliverytables,a 2-high roughermill, a4-highreversingrolling mill with a
vertical edgerandguides and a roll grinder, all of which will be newly manufactured,
andotherequipment,suchas arougher,a levelerandacrop andendshear,which will be
taken from existingmills. All necessaryauxiliary equipment,suchas electrical,grease,
oil, hydraulic, and descalingsystems,air controls,and necessaryspare parts will be
provided.

The new mill is expectedto comeinto full operationduring the fourth calendar
quarterof 1957.
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