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No. 3793. GUARANTEE AGREEMENT1 (KAWASAKI PRO-
JECT) BETWEEN JAPAN AND THE INTERNATIONAL
BANK FOR RECONSTRUCTION AND DEVELOPMENT.
SIGNED AT WASHINGTON, ON 19 DECEMBER 1956

AGREEMENT, datedDecember19, 1956, betweenJAPAN (hereinaftercalled
the Guarantor)and INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOP-

MENT (hereinaftercalled the Bank).

WHEREAS by an agreementof evendateherewithbetweenthe Bank andThe
Japan DevelopmentBank (hereinaftercalled the Borrower), which agreement
andtheschedulesthereinreferredto are hereinaftercalled the Loan Agreement2,

theBankhasagreedto maketo theBorrowera loaninvariouscurrenciesequivalent
to twentymillion dollars ($20,000,000),on thetermsandconditionsset forth in the
Loan Agreement,but only on condition that the Guarantoragreeto guaranteethe
obligationsof the Borrower as hereinafterprovided; and

WHEREAS the Guarantor,in considerationof the Bank’s enteringinto the
Loan Agreementwith the Borrower, has agreedso to guaranteesuchobligations
of the Borrower

Now THEREFORE the partiesheretoherebyagreeas follows

Article I

Section 1.01. The partiesto this GuaranteeAgreementacceptall the provi-
sionsof Loan RegulationsNo.4of theBankdatedJune15, 1956,2subject,however,
to the modificationsthereof set forth in Schedule2~to the Loan Agreement(said
Loan RegulationsNo. 4 as so modified being hereinaftercalledthe Loan Regula-
tions), with the sameforce andeffect asif theywere fully set forth herein.

Section1.02. ‘Whereverusedin this GuaranteeAgreement,unlessthe context
shallotherwiserequire,theseveraltermsdefinedin the Loan Agreementshall have
the respectivemeaningsthereinsetforth.

Cameinto force on 25 March 1957, uponnotification by the Bankto the Governmentof
Japan.

~ Seep. 190 of this volume.
~ Seep. 206 of this volume.
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Article II

Section2.01. Without limitation or restriction upon any of the other cove-
nantson its partin thisAgreementcontained,theGuarantorherebyunconditionally
guarantees,as primary obligor and not as suretymerely, the due and punctual
paymentof the principal of, and the interestandotherchargeson, the Loan, the
principal of andintereston theBonds,andthepremium,if any,on the prepayment
of the Loanor the redemptionof theBonds,all as set forth in the Loan Agreement
and in the Bonds.

Article III

Section3.01. It is the mutual intentionof the Guarantorand the Bank that
no otherexternaldebtshall enjoy anypriority over the Loan by way of a lien on
governmentalassets. To that end, the Guarantorundertakesthat, exceptas the
Bankshallotherwiseagree,if anylien shallbecreatedon anyassetsof theGuarantor
assecurityfor any externaldebt,suchlien will ipsofacto equallyandratablysecure
the paymentof the principal of, andinterestand otherchargeson, the Loan and
theBonds,andthat in the creationof any suchlien expressprovisionwill be made
to thateffect ; provided,however,that theforegoingprovisionsof this Sectionshall
not apply to : (i) any lien createdon property,at the time of purchasethereof,
solelyassecurityfor the paymentof the purchasepriceof suchproperty; (ii) any
lien on commercialgoodsto secureadebtmaturingnotmorethanoneyearafterthe
date on which it is originally incurredandto be paid out of the proceedsof sale
of suchcommercialgoods; or (iii) anylien arisingin the ordinarycourseof banking
transactionsto securea debt maturingnot morethan oneyearafter the dateon
which it is originally incurred.

The term “assetsof the Guarantor” as used in this Section includesassets
of the Guarantoror of any agencyof the Guarantor.

The Guarantorfurtherundertakesthat, within the limits of its constitutional
powers,it will makethe foregoingundertakingeffectivewith respectto lienson the
assetsof anyof its political subdivisionsandtheir agencies,including localgovern-
ing authorities.

Section3.02. (a) The Guarantorandthe Bank shallcooperatefully to assure
that the purposesof the Loan will be accomplished. To that end,eachof them
shall furnish to the otherall such information as it shall reasonablyrequestwith
regard to the generalstatusof the Loan. On the part of the Guarantor,such
information shall include information with respect to financial and economic
conditionsin the territories of the Guarantorand the international balanceof
paymentsposition of the Guarantor.

(b) The Guarantorand the Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto the purposesof the
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Loan and the maintenanceof the servicethereof. The Guarantorshallpromptly
inform the Bank of any conditionwhich interfereswith, or threatensto interfere
with, the accomplishmentof the purposesof the Loan or the maintenanceof the
service thereof.

(c) The Guarantor shall afford all reasonableopportunity for accredited
representativesof the Bankto visit anypartof the territoriesof the Guarantorfor
purposesrelated to the Loan.

Section3.03. Theprincipal of, andinterestandotherchargeson, the Loan and
the Bonds shall be paid without deductionfor, and free from, any taxesor fees
imposedunderthe lawsof the Guarantoror lawsin effectin its territories; provided,
however,that the provisionsof this Sectionshallnot apply to taxationof, or fees
upon, paymentsunder anyBond to a holder thereof other than the Bank when
such Bond is beneficially ownedby an individual or corporateresidentof the
Guarantor.

Section3.04. This Agreement,the Loan Agreement,the Project Agreement1

andtheBonds shallbe free from anytaxesor fees that shallbe imposedunderthe
laws of the Guarantoror laws in effect in its territorieson or in connectionwith
the execution,issue,delivery or registrationthereof.

Section3.05. The principal of, and interestand otherchargeson, the Loan
andtheBondsshall bepaid free from all restrictionsimposedunderthe lawsof the
Guarantoror laws in effect in its territories.

Section3.06. So long as anypart of the Loan shall be outstandingand un-
paid, the Guarantorwill not takeanyactionwhich would preventor interferewith
the performanceby theBorrowerof any of the covenants,agreementsandobliga-
tions of theBorrower in the LoanAgreementcontained,or by Kawasakiof any of
the covenants,agreementsand obligationsof Kawasakiin the Project Agreement
contained,and will takeor causeto be takenall actionnecessaryor appropriate
to enable the Borrower and Kawasaki respectivelyto perform such covenants,
agreementsand obligations.

Article IV

Section4.01. The Guarantorshall endorse,in accordancewith the provisions
of the Loan Regulations,its guaranteeon the Bonds to be executedanddelivered
by the Borrower. The Minister of Financeof the Guarantorand such personor
personsas heshalldesignatein writing are designatedasthe authorizedrepresenta-
tivesof the Guarantorfor the purposesof Section6.12 (b) of the Loan Regulations.

1 Seep. 208 of this volume,
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Article V

Section5.01. The following addressesare specifiedfor the purposesof Section
8.01 of the Loan Regulations

For the Guarantor

Minister of Finance
Ministry of Finance
3-2, Kasumigaseki,Chiyoda-ku
Tokyo, Japan

Alternative addressfor cablegramsand radiograms

Minister of Finance
Okurasho,Tokyo

For the Bank:

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

Alternativeaddressfor cablegramsandradiograms

Intbafrad
Washington,D. C.

Section5.02. The Minister of Financeof the Guarantoris designatedfor
the purposesof Section8.03 of the Loan Regulations.

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

Japan

By MasayukiTANI

AuthorizedRepresentative

InternationalBank for ReconstructionandDevelopment:
By EugeneR. BLACK

President
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LETTER DATED 19 DECEMBER 1956 FROM THE GOVERNMENT OF JA-
PAN TO THE INTERNATIONAL BANK FOR RECONSTRUCTIONAND
DEVELOPMENT

EMBASSY OF JAPAN

WASHINGTON, D. C.

December 19, 1956

InternationalBank for Reconstruction
andDevelopment

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

Loan No. 157 JA

Gentlemen

With referenceto the GuaranteeAgreement1of evendatebetweenthe Govern-
ment of Japanand your Bank, we have pleasurein confirming the following
mattersof agreedunderstandingbetweenus

1. As regardsArticle III, Section3.01, that

(a) there is existing legislationconsistentwith the JapaneseConstitutionwhich
enablesthe Governmentof Japanto control the externalborrowingsof its
agencies,its political subdivisionsandtheir agencies,andof theBank of Japan
so as to oblige them to obtain theconsentof the Governmentof Japanto any
externalborrowing andto the terms thereofwhetheras to securityor other-
wise;

(b) the Governmentof Japanwill make the undertakingcontainedin Section

3.01 effectivewith respectto lienson the assetsof theBankof Japan.

2. As regardsSection3.06, that the Governmentof Japanwill not permit
any political subdivisionof Japanor any agencyof the Governmentof Japanor
of anysuchpolitical subdivisionto takeany suchactionas is thereinreferredto.

Very truly yours,
Governmentof Japan

By MasayukiTANI

1 See p. 180 of this volume.
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 JUNE 1956

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK To BORROWERSOTHER THAN
MEMBERS GOVERNMENTS

[Not publishedherein. SeeUnited Nations,Treaty Series, Vol. 260, No. 3721.]

LOAN AGREEMENT (KA WASAKIPROJECT)

AGREEMENT, dated December 19, 1956, between INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinafter called the Bank) and THE JAPAN
DEVELOPMENT BANK (hereinaftercalled the Borrower).

WHEREAS (A) Kawasaki Steel Corporation (hereinaftercalled KawaSaki), which is
a corporation incorporatedunder the laws of Japanand engagedin the production of
steel, has determinedto undertakethe Project and for that purpose proposesto incur
from the Borrower, The Long Term Credit Bank of Japanandfrom The Industrial Bank
of Japanlong-termdebt amounting to Y4,000,000,000.Kawasakialsoproposesto issue
not less than40,000,000new ordinarysharesof ~ 50eachat the priceof par;

(B) Kawasaki proposesto enter into a new loanagreementwith eachof its present
long-term creditors(as hereinafterdefined),eachsubstantiallyin the form of a draft
which hasbeenagreedupon betweenthem, and the presentlong-term creditorspropose
to enter into an agreementwith Kawasaki, substantiallyin theform of a draft which has
been agreedupon betweenthem, wherebythe presentlong-term creditors will agree
conditionally to defer repaymentof the principal of the long-termdebt (as hereinafter
defined) upon the termsset forth in thesaid draft;

(C) The Daiichi BankLimited (hereinaftercalled Daiichi) proposesto enterinto an
agreementwith Kawasaki, substantially in the form of a draft which has beenagreed
upon betweenthem, wherebyDaiichi would undertakecertain obligations to Kawasaki
as to the provision of certain moneys to Kawasaki, including a ~ 5,000,000,000 line
of credit, and as to the refunding of the mortgagedebentures(ashereinafterdefined) all
upon the terms set forth in the said draft;

(D) The Bank hasbeenrequestedto grant a loan to the Borrower,the proceedsof
whichthe Borrowerintendsto relendto Kawasakifor the purposesof the Project;

(E) The Bankhas,on thebasisof theforegoing,agreedto makealoanto theBorrower
uponthetermsandconditionshereinaftersetforth;

Now THEREFORE thepartiesheretoherebyagreeas follows:

No. 3793
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Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. The partiesto this Loan Agreementacceptall theprovisionsof Loan
RegulationsNo. 4 of the Bank datedJune 15, 1956,1 subject,however, to the modifi-
cationsthereofsetforth in Schedule22 to this Agreement(saidLoan RegulationsNo.4
asso modified beinghereinaftercalled the Loan Regulations),with thesameforce and
effect as if they were fully set forth herein.

Section1.02. Unlessthe context shall otherwiserequire,the following termsshall
have the following meanings:

(a) The term “mortgage debentures”means mortgage debenturesof Kawasaki
securedupon immovable property.

(b) The term “housing loans” meansloans contractedby Kawasaki for housing
purposesfrom public corporationsor public authoritiesin Japan.

(c) Theterm “long-termdebt” meansdebtmaturingon a datenot lessthanoneyear
from the dateupon which it is originally incurred,except debtevidencedby the sub-
sidiary loan agreement,by mortgagedebenturesand by housingloans; and the term
“long-term creditor” meansany creditor to whom Kawasaki owesor shall owe any long-
term debt.

(d) The term “short-term debt” meansdebt maturingon a datelessthan one year
after the dateupon which it is originally incurredother than tradeandcommercial lia-
bilities incurredin theordinarycourseof business.

(e) The term “creditors agreements”meansthe hereinbeforerecited agreements
proposedto be enteredinto betweenKawasakiandeachof thepresentlong-termcreditors,
when the sameareduly executedin form andsubstancesatisfactoryto theBank; and
suchtermshall include anyagreementin substantiallysimilar termsenteredinto between
Kawasakiand any future long-termcreditor.

(I) The term “paramountagreement” meansthe hereinbeforerecited agreement
proposedto be enteredinto betweenall the presentlong-termcreditorsand Kawasaki,
whenthesameis duly executedin form andsubstancesatisfactoryto theBank; andsuch
term shall include any agreementin substantiallysimilar termsenteredinto between
Kawasakiandany future long-term creditor.

(g) Theterm“Daiichi agreement”meansthehereinbeforerecitedagreementproposed
to be enteredinto betweenDaiichi andKawasaki,whenthesameis duly executedin form
andsubstancesatisfactoryto the Bank.

(h) The term “subsidiary loan agreement” means the agreementbetween the
Borrower and Kawasakireferred to in Section 5.06 of this Loan Agreementwhen the
sameis duly executedin form andsubstancesatisfactoryto theBank.

1 Seep. 190 of this volume.

2 See p. 206 of this volume.
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(i) The term “Project Agreement” meansthe agreementof even date herewith
betweenthe Bank and Kawasaki.

(j) Theterm “subsidiary” meansany companyoverwhich Kawasakiis able to exer-
ciseeffective control.

Article II

THE LOAN

Section2.01. The Bank agreesto lend to theBorrower,on the termsandconditions
in this Agreementsetforth or referredto, an amount in vaiouscurrenciesequivalentto
twenty million dollars($20,000,000).

Section2.02. TheBank shall opena Loan Account on its booksin thenameof the
Borrowerandshall credit to suchAccount theamountof theLoan. The amountof the
Loan maybe withdrawnfrom theLoanAccountas providedin, andsubjectto therights
of cancellation andsuspensionset forth in, the Loan Regulations.

Section2.03. The Borrower shall pay to the Bank a commitment chargeat the rate
of three-fourthsof oneper cent (3/4 of I %) per annum on theprincipal amount of the
Loan not so withdrawnfrom time to time.

Section2.04. The Borrowershall pay interestat the rate of five per cent(5 %) per
annumon theprincipal amountof theLoanso withdrawn andoutstandingfrom time to
time.

Section2.05. Except as the Bank and the Borrower shall otherwise agree, the
chargepayablefor specialcommitmentsenteredinto by theBank at the requestof the
Borrowerspursuantto Section 4.02of theLoan Regulationsshall be at the rate of one-
half of oneper cent (1/, of 1 %) per annumon theprincipal amountof any suchspecial
commitmentsoutstandingfrom time to time.

Section 2.00. Interestandother chargesshall be payablesemi-annuallyon May 15
andNovember 15 in eachyear.

Section2.07. The Borrower shall repay the principal of tile Loan in accordance
with theamortizationschedulesetforth in Schedule1 1 to this Agreement.

Article III

USE OF PROCEEDS OF THE LOAN

Section3.01 The Borrower shall causethe proceedsof theLoan to be appliedexclu-
sively to financingthecostof goodsrequiredto carryout theProject. The specificgoods
to be financedout of theproceedsof the Loanshall be determinedby agreementbetween
the Bank and Kawasaki,subject to modificationby further agreementbetweenthem.

1 Seep. 204 of this volume.
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Article IV

BONDS

Section4.01. The Borrowershall executeanddeliver Bonds representingthe prin-
cipal amountof theLoan as providedin theLoan Regulations.

Section4.02. The Presidentof theBorrowerandsuchpersonor personsas he shall
appoint in writing aredesignatedasauthorizedrepresentativesof theBorrower for the
purposesof Section6.12 (a) of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section 5.01. The Borrower shall maintain, or causeto be maintained, records
adequateto reflect in accordancewith consistentlymaintainedsoundaccountingpractices
all transactionsbetweenthe Borrower and Kawasaki and the operationsand financial
condition of theBorrower; shall enable,or takesuchstepsas may benecessaryto enable,
the Bank’s representativesto inspect any relevant recordsand documents;and shall
furnish, orcauseto be furnished,to theBankall suchinformation astheBankshall reason-
ably request concerning transactions between the Borrower and Kawasaki, and tile
operationsandfinancial condition of theBorrower.

Section 5.02. (a) The Bank and the Borrower shall cooperatefully to assurethat
the purposesof theLoanwill be accomplished. To that end, eachof them shall furnish
to theotherall suchinformation as it shall reasonablyrequestwith regardto thegeneral
statusof theLoan.

(b) The Bank, the Borrowerand Kawasakishall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelating to thepurposesof tile Loan
andthemaintenanceof theservicethereof. TheBorrower shallpromptly inform theBank
of any conditionwhich interfereswith, or threatensto interfere with, the accomplishment
of thepurposesof the Loan or the maintenanceof theservicethereof.

Section5.03. The Borrower undertakesthat, exceptas the Bank shall otherwise
agree,if any lien shall be createdon any assetsof theBorrower as securityfor any debt,
suchlien will ipso facto equallyand ratablysecurethe paymentof theprincipal of, and
interestand other chargeson, the Loanand theBonds, andthat in the creationof any
suchlien expressprovision will be madeto that effect ; provided,however,that the fore-
goingprovisionsof this Sectionshall not applyto : (i) anylien createdon property, at tile
time of purchasethereof, solelyas securityfor thepaymentof thepurchaseprice of such
property; (ii) any lien on commercialgoodsto securea debt maturing not more than
oneyearafter thedateon which it is originally incurredandto bepaid out of theproceeds
of saleof suchcommercialgoods; or (iii) anylien arisingin theordinary courseof banking
transactionsandsecuringa debt maturingnot more than one yearafter its date.

Section5.04. The Borrower shall pay or causeto be paid all taxesor fees, if any,
imposedunderthelawsof theGuarantoror lawsin effect in the territoriesof theGuarantor
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on or in connectionwith theexecution,issue,delivery or registrationof this Agreement
theGuaranteeAgreement,theProjectAgreementor theBonds,orthepaymentof princi-
pal, interestor other chargesthereunder;provided,however,that theprovisionsof this
Sectionshall not applyto taxationof, or feesupon, paymentsunderanyBondto aholder
thereofother than theBank when suchBond is beneficially ownedby an individual or
Corporateresidentof the Guarantor.

Section5.05. TheBorrower shall pay or causeto be paid all taxesand fees,if any~
imposedunderthe laws of thecountry or countriesin whosecurrencythe Loan andthe
Bonds arepayableor laws in effect in the territoriesof suchcountry or countrieson or
in connectionwith the execution,issue, delivery or registrationof this Agreement,the
GuaranteeAgreement,the ProjectAgreementor theBonds.

Section 5.06. All moneyswithdrawn from theLoan Account andapplied by the
Borrower in accordancewith theprovisions of Section 3.01 of this Agreementshall con-
stitute aloan by theBorrower to Kawasaki. Suchloan shall be madeupontermswhich
shall be satisfactoryto theBank andbe embodiedin a loan agreementbetweentheBor-
rower andKawasaki. This subsidiaryloan agreementshall provide (inter aha)that the
Borrower shall receivefrom Kawasaki,as security for its advancesto Kawasaki there-
under,suchlien or liens as may be consistentwith theBorrower’sestablishedpractices.

Section5.07. Exceptas theBankshall otherwiseagree,theBorrower shall exercise
its rights underthesubsidiaryloan agreementin suchmanneras to protectthe interests
of theBorrowerandtheBank; and(exceptasaforesaid)theBorrower shall not amend,
assign,abrogateor waive any provision of the subsidiaryloan agreement;provided,
however,thatagreementof theBankshall not berequiredto theamendment,assignment,
abrogationor waiver of any provision of the subsidiaryloan agreementrelating to (i)
damagesfor non-performance,or (ii) any guarantor,thereunder.

Section5.08. It is the mutual intention of theBorrowerandtheBank that to the
extent that Kawasaki shall prepay theBorrower its indebtednessunderthesubsidiary
loan agreement,theBorrowershall to a correspondinglyproportionateextentprepaythe
Bank under this Loan Agreement. Accordingly, unlessotherwise agreedbetweenthe
Borrower and the Bank, if Kawasakishall repayin advanceof maturity any part of its
indebtednessto theBorrower underthesubsidiaryloan agreement,then the Borrower
shall thereuponrepayto theBank, in advanceof maturity, anamountbeingsuchpropor-
tion of the principal amount of the Loan then outstandingas the amount so repaid
to the Borrower by Kawasaki bearsto the total principal amountowing by Kawasaki
under the subsidiary loan agreementimmediately prior to such repayment;provided
that, in computingany suchtotal principal amounts,thereshall be deductedanyamount
paid, contemporaneouslywith such repayment, in accordancewith the amortization
schedulesetforth in Schedule1 to this Agreement. To anyrepaymentby theBorrower
in accordancewith this Section, all the provisionsof the Loan Regulationsrelating to~
repaymentin advanceof maturity shall be applicable.
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Article VI

REMEDIES OF THE BANK

Section0.01. (i) If anyeventspecifiedin paragraph(a), paragraph(b), paragraph(e),
paragraph(f) or paragraph(j) of Section 5.02 of the Loan Regulationsshall occurand
shall continuefor a periodof thirty days,or (ii) if any eventspecifiedin paragraph(c)
of Section5.02 of the Loan Regulationsshall occurand shall continuefor a period of
sixty daysafter noticethereofshall havebeengivenby theBankto theBorrower,then
at any subsequenttime during the continuancethereof, theBank, at its option, may
declaretheprincipalof theLoanandof all theBondsthenoutstandingto be dueandpay-
ableimmediately, and upon any suchdeclarationsuchprincipal shall becomedue and
payableimmediately, anything in this Agreementor in theBonds to the contrary not-
withstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section7.01. The following eventsare specified as additional conditions to the
effectivenessof this Agreementwithin themeaningof Section9.01 (a) (ii) of theLoan
Regulations

(a) that theexecutionanddeliveryof the ProjectAgreementon behalfof Kawasaki
shall havebeenduly authorizedor ratified, and that all acts, consents,validationsand
approvalsnecessarythereforshall havebeenduly performedor given

(b) that the subsidiary loan agreement,the creditors agreements,the paramount
agreementand the Daiichi agreementshall havebeenduly executedanddelivered by
the respectivepartiesthereto,and shall havebeenduly authorizedor ratified, andthat
all acts,consents,validationsandapprovalsnecessarythereforshall havebeenduly per-
formed or given;

(c) that Kawasakishall haveenteredinto agreements,in form andsubstancesatis-
factory to theBank,with theBorrower,The LongTerm Credit Bank of JapanandThe
Industrial Bank of Japanrespectivelyfor the borrowing by Kawasaki of not lessthan
‘f4,000,000,000aggregateamount of long-term debt; and that such agreementsshall
havebeenduly executedanddeliveredby therespectiveparties,andshall havebeenduly
authorizedor ratified, and that all acts,consents,validations and approvalsnecessary
therefor shall havebeenduly performedor given;

(d) that notlessthan40,000,000newordinary sharesof ff50 eachof Kawasakishall

havebeensubscribedandpaidfor in cashat apriceof not lessthanpar;

(e) that theBorrowerandKawasakishall havecertified in writing to theBankthat,
asof adateto beagreedbetweentheBorrowerandtheBank, (i) theconsolidatedindebted-
nessof Kawasakiandof all its subsidiariesdoesnot exceedthe respectiveamountsspeci-
fied in respectof thecategoriesfollowing : in respectof long-term debt (other than debt
owing undertheDaiichi agreement),Y6,900,000,000;in respectof mortgagedebentures,
Y3,000,000,000;in respectof housingloans,~240,00O,0OO;and in respectof short-term
debtandanyamountsowing to Daiichi underthe ~5,00O,0O0,OOOline of creditprovided
for in the Daiichi agreement,Y4,000,000,000,or such larger amountas theBank may
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agree; and (ii) thenominal amountof thepaid-in sharecapitalof Kawasakiis not less
than

5f6,000,000,000.

Section 7.02. The following are specified asadditional matters,within themeaning
of Section9.02 (e) of the Loan Regulations,to be includedin the opinion or opinions to
be furnishedto theBank:

(a) that Kawasaki hasfull power andauthority to constructandoperatethe Project
andhasall necessaryrightsandpowersin connectiontherewithandthat all acts,consents,
validations andapprovalsnecessarythereforhavebeenduly andvalidly performedor
given;

(b) that theProjectAgreementhasbeenduly authorizedor ratifiedby, andexecuted
and deliveredon behalfof, Kawasaki,that all acts, consents,validationsandapprovals
necessaryunderthe lawsof Japanto rendersaid Agreementvalid andeffectivehave been
duly performedor given and that the said Agreementconstitutesa valid and binding
obligationof Kawasakiin accordancewith its terms;

(c) that the subsidiaryloan agreement,the creditors agreements,the paramount
agreementand the Daiichi agreementhave been duly authorizedor ratified by, and
executedanddeliveredon behalfof, the respectivepartiesthereto,that all acts, consents,
validationsandapprovalsnecessaryunderthe laws of Japanto rendersaidagreements
valid and effective have beenduly performedor given, and that the said agreements
constitutevalid andbindingobligationsof suchpartiesin accordancewiththeir respective
terms

(d) that the agreementsreferred to in Section7.01 (c) havebeenduly authorizedor
ratified by, andexecutedand deliveredon behalfof, the parties thereto respectively,that
all acts,consents,validationsandapprovalsnecessaryunderthe laws of Japanto render
said agreementsvalid and effective havebeenduly performedor given and that said
agreementsconstitute valid and binding obligations of such parties in accordancewith
the termsof suchagreements;

(e) that Kawasaki hasfull power and authority to raisemoneysby suchissuance
of sharesas is referred to in Section 7.01 (d) andthat all acts,consentsand approvals
necessarythereforhavebeenduly performedor given.

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

Article VIII

MISCELLANEOUS

Section8.01. TheClosing Dateshall be April 30, 1959.

Section8.02. Thefollowing addressesarespecifiedfor thepurposesof Section8.01
of theLoan Regulations:

For theBorrower:

TheJapanDevelopmentBank
8, 1-chorneMarunouchi
Chiyoda-ku
Tokyo, Japan
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Alternative addressfor cablegramsandradiograms

Devebank,Tokyo

For theBank:

InternationalBankfor Reconstructionand Development
1818 H Street,N.W.
Washington25, D. C.
UnitedStatesof America

Alternative addressfor cablegramsandradiograms:

Intbafrad
Washington,D. C.

Iu WITNESS WHEREOF, thepartieshereto,actingthroughtheir representativesthere-
untoduly authorized,havecausedthis Loan Agreementto be signedin their respective
namesanddeliveredin theDistrict of Columbia,United Statesof America,asof theday
andyear first abovewritten.

InternationalBank for Reconstructionand Development

By EugeneR. BLACK

President

The JapanDevelopmentBank:

By Seiichi SHISHIKUI

AuthorizedRepresentative

SCHEDULE 1

AMORTIZATION SCHEDULE

Prineipal
A mount

Outstanding
Alter Each
Payment

(expressed15
doliars)~

May 15, 1966 . . $ 10,639,000
November15, 1966 9,787,000
May 15, 1967 . . 8,913,000
November15, 1967 8,017,000
May 15, 1968 . . 7,099,000
November15, 1968 6,158,000
May 15, 1969 . . 5,194,000
November15, 1969 4,206,000
May 15, 1970 . . 3,193,000
November15, 1970 2,155,000
May 15, 1971 . . 1,091,000
November15, 1971 —

* To theextent that any part of the Loan is repayablein a currency other than dollars
(seeLoan Regulations,Section3.02), the figures in thesecolumns representdollar equivalents
determinedas for purposesof withdrawal.

Principal
Amount

Paymentof
Outstanding
After Each

Date
PaymentDue

Principal
(expressedin

doUars)*

Payment
(expressedin

doUars)*

November 15, 1959 — $ 20,000,000
May 15, 1960 . . $ 618,000 19,382,000
November15, 1960 634,000 18,748,000
May 15, 1961 . . 650,000 18,098,000
November15, 1961 666,000 17,432,000
May 15, 1962 . . 683,000 16,749,000
November15, 1962 700,000 16,049,000
May 15, 1963 . . 717,000 15,332,000
November15, 1963 735,000 14,597,000
May 15, 1964 . . 753,000 13,844,000
November15, 1964 772,000 13,072,000
May 15, 1965 . . 791,000 12,281,000
November15,1965 811,000 11,470,000

Paymentof
Principal

Date (expressedin
PaymentDue dotsars)*

$831,000
852,000
874,000
896,000
918,000
941,000
964,000
988,000

1,013,000
1.038,000
1,064,000
1,091,000
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesarespecifiedas the premiumspayableon repaymentin
advanceof maturity of any part of theprincipal amountof theLoanpursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof any Bond prior to its maturity
pursuantto Section6.16of theLoanRegulations:

Time of Prepaymentor Redemption Premium

Not more than 3 yearsbefore maturity 1/4 %
More than 3 years but not more than 6 yearsbefore maturity . . . . 1 1/4 %
More than 6 yearsbut not more than 11 yearsbefore maturity . . . 2 “~ %
More than 11 yearsbut not morethan 13 yearsbefore maturity . . . 3 ~ %
More than 13 years before maturity 5 %

SCHEDULE 2

MODIFICATIONS OF LOAN REGULATIONS No. 4

For the purposesof this Agreementthe provisionsof Loan RegulationsNo. 4 of

theBank, datedJune 15, 1956, shall be deemedto be modified as follows

(a) by thedeletion, in Section5.02, of subparagraph(j) andthesubstitution therefor
of the following subparagraph:

“(j) A default shall have occurredin the performanceof any covenantor agree-
ment on the part of Kawasakiunderthe ProjectAgreement.”

(b) by the addition in Section 5.06, after the words “the Loan Agreement”, of the
words “the Project Agreement”

(c) by the addition in Section 6.17, after the words “the Loan Agreement”, of the
words “the Project Agreement”

(d) by the addition in Section 7.01, after the words “the Loan Agreement,” where
thosewords occur, of the words“the Project Agreement,”, and after the words “the Bor-
rower”, wherethosewords first occur,of the word “,Kawasaki,”, and where thosewords
secondlyoccur, of the words “nor Kawasaki”;

(e) by the deletion of Section7.02 andthe substitution therefor of the following new
Section, namely:

“SECTION 7.02. Obligations of Guarantor. The obligations of the Guarantor
under theGuaranteeAgreementshall not be dischargedexceptby performanceand
then only to the extentof suchperformance. Suchobligations shall not be subject
to any prior noticeto, demandupon or actionagainsttheBorrowerof Kawasakior
to any prior noticeto ordemandupontheGuarantorwith regardto any default by the
Borrower or Kawasaki,and shall not be impairedby any of thefollowing : anyexten-
sion of time, forbearanceor Concessiongiven to the Borrower or Kawasaki; any
assertionof, or failure to assert,or delay in asserting,any right, power or remedy
againsttheBorrowerorKawasakior in respectof any securityfor theLoan; any modi-
fication or amplification of the provisions of the Loan Agreementor of the Project
Agreementcontemplatedby the termsthereof; any failure of theBorrower or Kawa-
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saki to complywith anyrequirementof anylaw,.regulationor orderof theGuarantor
or of any politicalsubdivisionor agencyof the Guarantor.”

(/) by the additionin Section 7.03, after the words “the Loan Agreement”,of tile
words “, theProjectAgreement,”

(g) by thedeletionof Section9.02 (a) andthesubstitutionthereforof the following
new subparagraph,namely:

“(a) that theLoan Agreementhasbeenduly authorizedor ratifiedby, andexe-
cutedanddeliveredon behalfof, theBorrower,andthatall acts,consents,validations
and approvalsnecessaryunderthe laws of Japanto renderthe Loan Agreement
valid andeffectivehavebeenduly performedor givenandthat theLoan Agreement
constitutesa valid and binding obligation of the Borrower in accordancewith its
terms ;“

(It) by the deletion in Section 10.01 of paragraph12 andthe substitutiontherefor
of the following newparagraph,namely:

“12. The term “Project” meansthe project for which the Loan is granted,as
describedin the Scheduleto the ProjectAgreementandas the descriptionthereof
shall be amended from time ~o time by agreement between the BankandKawasaki
with theconcurrenceof theBorrowerandof theGuarantor.”

PROJECTAGREEMENT (KAWASAKI PROJECT)

AGREEMENT, dated December 19, 1956, between INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinafter called the Bank) and KAWASAKI

STEEL CORPORATION (hereinafter called Kawasaki).

WHEREAS by an agreementof evendateherewithbetweentheBank and The Japan
DevelopmentBank (hereinaftercalledtheBorrower),which agreementandtheschedules
and Loan Regulations therein referred to are hereinaftercalled the Loan Agreement,
theBankhasagreedto maketo theBorrower a loan in variouscurrenciesequivalentto
twentymillion dollars ($20,000,000),on the terms andconditionssetforth in the Loan
Agreement,to be re-lent to Kawasaki,but only on condition that Kawasakiagreesto
undertakecertainobligationsto theBank ashereinafterprovided; and

WHEREAS Kawasaki, in consideration of the Bank’s entering into theLoan Agree-
ment with the Borrower,hasagreedto undertakeobligations ashereinafterprovided;

Now THEREFORE the partiesheretoherebyagreeas follows

Article I

DEFINITIONS

Section 1.01. Whereverusedin this Agreement,unlessthecontextotherwiserequires,
the several termsdefined in the Loan Agreementshall have the respectivemeanings
thereinsetforth.
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Article II

PARTICULAR COVENANTS OF KAwASAKI

Section 2.01. (a) Kawasaki shall carry out the Projectwith duediligenceandeffi-
ciency andin conformitywith soundengineeringand financial practices.

(b) Kawasaki shall furnish to theBank, promptly upontheir preparation,theplans,
specificationsandconstructionschedulesfor the Projectandany material modifications
subsequently made therein, in such detail as the Bank shall from time to time request.

(c) Kawasaki shall maintain recordsadequateto identify the goodsfinancedout of
theproceedsof theLoan,to disclosetheusethereofin theProject,to recordthe progress

of theProject(including thecost thereof)andto reflect in accordancewith consistently
maintainedsoundaccountingpracticestheoperationsandfinancialconditionof Kawasaki;
shall enabletheBank’s representativesto inspecttheProject,thegoodsandany relevant
recordsanddocuments;andshall furnishto theBank all such information as theBank
shall reasonablyrequestconcerningthe expenditureof the proceedsof the Loan, the
Project,thegoods,andtheoperationsandfinancial conditionof Kawasaki.

Section2.02. (a) TheBank and Kawasakishall 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 the general
statusof theLoan.

(b) The Bank andKawasakishall from time to time exchangeviews through their
representativeswith regard to matters relating to the purposes of the Loan and theother
matterscoveredby this Agreement. Kawasakishall promptly inform theBankof any
condition which interfereswith, or threatensto interfere with, the accomplishmentof
the purposesof theLoan or the performanceby Kawasakiof its obligationsunderthis
Agreement.

Section2.03. (a) Kawasakishall at all times take all stepsnecessaryto maintain
its corporateexistenceandright to carryon operationsandshall, exceptastheBankshall
otherwiseagree,takeall stepsnecessaryto maintainand renewall rights, powers,privi-
legesandfranchiseswhicharenecessaryor useful in theconductof its business.

(b) Kawasakishall carryon its operationsandconductits affairsin accordancewith
sound businessand financial practicesand shall operate,maintain, renewand repair
its plants, machinery, equipment and property as required in accordance with sound
engineering practices.

Section 2.04. (a) Kawasakishall import or causeto be imported into the territories
of the Guarantor all goods financedor to be financedout of theproceedsof tile Loan
andshall usethem thereor causethem to be usedthereexclusivelyin thecarryingout
of theProject.
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(b) Kawasaki shall not, without the prior consentof the Bank, sell or otherwise
disposeof any goodsfinancedout of theproceedsof theLoan.

Section2.05. Except as the Bank shall otherwise agree, Kawasaki shall duly
performall its obligationsundertheprovisionsof thesubsidiaryloanagreement,the cre-
ditors agreements,the paramountagreementand the Daiichi agreementand shall not
amend,assign,abrogateor waive anyof suchprovisions;provided,however,that agree-
ment of theBank shall not berequiredto theamendment,assignmentor abrogationof
anyprovisionof thesubsidiaryloanagreementrelatingto (i) damagesfor non-performance,
or (ii) any guarantor,thereunder.

Section2.06. Exceptasshall be otherwiseagreedbetweentile Bank andKawasaki,
Kawasakishall insureor causeto be insuredthegoodsfinancedout of theproceedsof the
Loan againstrisks incident to their purchaseandimportation into the territoriesof tile
Guarantor. Such insurance shall be consistentwith soundcommercialpracticeandshall
be payablein dollars or in the currency in which the cost of the goods insured thereunder

shall be payable.

Section2.07. Kawasaki shall cause each of its subsidiaries to observe and perform

the obligationsof Kawasakihereunderto theextentthat suchobligationsmaybe appli-
cable to suchsubsidiaries.

Article III

MISCELLANEOUS PROVISIONS

Section 3.01. No holderof any Bond other than theBankshall by virtue of being
the holderthereofbe entitled to exerciceany of the rights conferred,or be subjectto any
of theconditionsor obligationsimposed,upontheBank underthis Agreement.

Section3.02. Any noticeorrequestrequiredor permittedto be givenor madeunder
this Agreementandanyagreementbetweenthepartiescontemplatedby this Agreement
shall be in writing. Such notice or requestshall be deemedto havebeenduly givenor
madewhen it shall be deliveredby handorby mail, telegram,cableor radiogramto the
party to which it is requiredor permittedto be givenor madeat its addresshereinafter
specified,or at such otheraddressassuchparty shall havedesignatedby notice to the
party giving suchnoticeor makingsuchrequest. The addressesso specifiedarc:

(a) For Kawasaki:

KawasakiSteelCorporation
2035-(l), 3-chome,Wakinohama-cho,Fukiai-ku
Kobe, Japan

Alternative addressfor cablegramsandradiograms:

Kawatetsu,
Kobe,Japan
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(b) FortheBank:
InternationalBank for ReconstructionandDevelopment
1818 H Street,NW.
Washington25, D. C.
United Statesof America

Alternative addressfor cablegramsandradiograms:

Intbafrad
Washington,D. C.

Section3.03. This Agreement may be executed in several counterparts, each
of which shallbe anoriginal andall collectivelybut oneinstrument.

Section3.04. Any action requiredor permitted to be taken, and any documents
requiredor permittedto be executed,underthis Agreementon behalfof Kawasakimay
be takenor executedby thePresidentof Kawasakior suchpersonor personsashe shall
designatein writing.

Section3.05. Kawasakishall furnishto theBanksufficientevidenceof theauthority
of the personor personswho will, on behalf of Kawasaki,take any action or execute
any documentsrequiredor permittedto betakenor executedby Kawasakipursuantto
anyof theprovisionsof this Agreementandtheauthenticatedspecimensignatureof each
suchperson.

Article IV

EFFECTIVE DATE

Section 4.01. This Agreementshall comeinto forceandeffecton theEffective Date.
If, pursuantto Section9.04 of the LoanRegulations,theBank shall terminatetheLoan
Agreement, the Bank shall promptly notify Kawasakithereof and upon the giving of
such notice, this Agreementand all obligationsof thepartieshereundershall forthwith
terminate.

Section4.02. If andwhentheentire principal amount of the Loan and the Bonds
and the premium,if any, on the prepaymentof the Loan andon the redemptionof all
Bondscalledfor redemption(asthe casemaybe) andall interestandotherchargeswhich
shall haveaccruedon the Loanand the Bondsshall havebeenpaid, this Agreementand
all obligationsof the partiesthereundershall forthwith terminate.

IN WITNESS WHEREOF the parties hereto have caused this Agreement to be signed
in their respectivenamesby their representativesthereuntoduly authorizedanddelivered
in the District of Columbia,United Statesof America,as of the dayandyear first above
written.

International Bank for Reconstructionand Development

By EugeneR. BLACK
President

KawasakiSteel Corporation
By ShosokuOHMORI

Authorized Representative
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SCHEDULE

DESCRIPTION OF PROJECT

The Projectconsistsof a program for the expansionof Kawasaki’s works at Chiba
through the constructionof new hot and cold strip mills and related facilities. The said
program comprisesthefollowing:

Hot Strip Mill: The installation of a newsemi-continuous56” hot strip mill with a
nominal annualcapacityof about400,000tonswhenoperatingwith slabs5” x 38” x 20”
and producing coils 0.071” x 38” at the rate of 900 feet per minute, and designedto
producestrip highly uniform in characterup to 50” in width.

Includedin thenewequipmentfor themill will be

scarfingequipment,acontinuousheatingfurnacefor slabs,a4-high reversingrougher
with a verticaledger, a continuous5-stand4-high finishing train, a 2-high skin pas
mill, a ~ hot rolled sheetshearline and a 60’ roll grinder. An existing 2-high
scalebreakerwill be transferredfrom theFukiai plant andwill be installed for use
in thehot strip mill. All necessaryauxiliary equipment,such aselectrical, oil and
hydraulicsystems,gaugesandcontrols,run-out andtransfertables,cranes,buildings
andnecessarysparepartswill beprovided.

Cold Strip Mill: The installationof a new 56” cold strip mill with a nominalannual
capacityof about300,000tonswhenproducingonly30 gauge(0.29mm) strip anddesigned
to producestriphighly uniform in characterup to 50” in width.

Includedin thenewequipmentfor themill will be
a 50” continuousstrip pickling line, a 56” 4-stand4-high tandemcold rolling mill,
a 56” 1-stand4-highskin passmill, a 50” continuousstrip cleaningline, annealing
furnaces,1 heavyand2 light 50” shearinglines,a 60” roll grinder, roll etchingequip-
ment, I up-ender, I down-enderand 5 lift trucks. All necessaryauxiliary equip-
ment suchas electrical, oil andhydraulicsystems,gaugesandcontrols,run-out and
transfertables, cranes,buildings andnecessarysparepartswill be provided.

The newstriprolling mills are expectedto comeinto full operationby April 30, 1960.

RelatedFacilities: All ancillary works necessaryfor the installation and operation
of the rolling mills are to be provided.

Theseworks include
increasingthepelletizingplant capacityby 300 tons daily; additionaloxygengener-
ating equipment; two new soaking pits and one soakingpit crane; additional
electric power facilities, such as substantions,transformers,transmissionline; heat
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control equipmentconsistingof mixed gas boosters,gaspiping, gauges,meters;
freshwaterwells with pumpingandrecirculatingequipment;extensionof the water
supply and drainagesystem; necessaryrailroad tracks, locomotivesand freight
cars; and necessaryoffice facilities, laboratoriesand equipment.

Theseworksareexpectedto be completedby April 30, 1959.
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