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No. 3859. GUARANTEE AGREEMENT’ (AGRICULTURAL
PROJECTS) BETWEEN JAPAN AND THE INTER-
NATIONAL BANK FOR RECONSTRUCTION AND
DEVELOPMENT. SIGNED AT WASHINGTON, ON
19 DECEMBER 1956

AGREEMENT, dated December 19, 1956, between JAPAN (hereinafter
called the Guarantor) and INTERNATIONAL BANK FOR RECONSTRUCTION AND

DEVELOPMENT (hereinaftercalledthe Bank).

WHEREAS Japanis engagedin a programof reclamationand settlementof
lands for agricultural purposes,and it is desirableto acceleratethis program
throughthetechniqueof rapidlarge-scalereclamationby mechanicalmeans;and

WHEREAS as a measureauxiliary to the reclamationprogramit is desirable
to increasethe numberof dairy cattle in Japanthrough increasedimportation;
and

WHEREAS the Bank hasexpressedits willingnessto assistin the reclamation
program;and

WHEREAS by an agreementof evendate herewithbetweenthe Bank and
Nochi Kaihatsu Kikai Kodan (Agricultural Land DevelopmentMachinery
Public Corporation) (hereinaftercalled the Borrower), which agreementand
the schedulestherein referredto are hereinaftercalled the Loan Agreement,2

the Bankhasagreedto maketo the Borrower a loanin variouscurrenciesequiva-
lent to four million threehundredthousanddollars ($4,300,000),on the terms
andconditionsset forth in the Loan Agreement,but only on conditionthat the
Guarantorundertakeobligationsas hereinprovided;and

WHEREAS the Guarantor,in considerationof the Bank’s entering into the
Loan Agreementwith the Borrower, hasagreedto undertakesuchobligations;

Now THEREFORE the parties heretoherebyagreeas follows:

Article I

Section 1.01. The parties to this GuaranteeAgreement accept all the
provisionsof Loan RegulationsNo. 4 of the Bank datedJune15, 1956,2subject,

‘Came into forceon 19 March1957in regardto theKamikita, Konsenand CattleImportation
Projectsand on 15 May 1957 in regardto theShinotsuProject, upon notificationby the Bankto
the Governmentof Japan.

Seep. 218 of this volume,
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however, to the modifications thereof set forth in Schedule31 to the Loan
Agreement (said Loan RegulationsNo. 4 as so modified 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 Loan Agreement
shallhavethe respectivemeaningsthereinset forth.

Article II

Section2.01. Without limitation or restriction upon any of the other
covenantson its partin this Agreementcontained,the Guarantorherebyuncon-
ditionally guarantees,asprimary obligor andnot as suretymerely, the dueand
punctual paymentof the principal of, and the interestand other chargeson,
the Loan, the principal of and intereston the Bondsand the premium, if any,
on theprepaymentof the Loan or the redemptionof the Bonds, all asset forth
in the Loan Agreementand in the Bonds.

Section2.02. The Guarantorundertakes,wheneverthere is reasonable
causeto believethat the funds available to the Borrower will be inadequateto
meet the estimatedexpendituresrequired for carrying out the Kamikita Pro-
gram andthe KonsenProgram,to makearrangementspromptly to provide the
Borrower or causethe Borrower to be providedon reasonabletermswith such
funds as areneededto meetsuch expenditures.

Article III

Section3.01. The Guarantorshall causeto be performed,in accordance
with the provisionsof the Loan Agreement,all the covenantsand agreements
of the Borrower in respectof the Kamikita Programandthe KonsenProgram.

Section3.02. (a) The Guarantorshall causeHokkaido to enterinto the
Leaseandduly to perform all the covenantsandagreementsthereinexpressed
to be performedandobservedby Hokkaido.

(b) The Guarantorshall causeHokkaido to use the Shinotsugoodsexclu-
sively in the ShinotsuProgram,shall causethe ShinotsuProgramto be carried
out with due diligence and efficiency and in conformity with sound financial
and engineeringpracticesand shall causeHokkaido to use the Shinotsugoods
and conduct its affairs in accordancewith sound engineering,financial and
businesspractices.

1
Seep. 236 of this volume.
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Section3.03. The Guarantorshall furnish or causeto be furnishedto
the Bank, promptly upon their preparation,the plansand specificationsfor the
ShinotsuProgramand any material modifications subsequentlymadetherein,
in suchdetailas the Bank shall from time to timerequest.

Section3.04. The Guarantorshall causeHokkaido to operateandmain-
tain the Shinotsu goodsand from time to time as neededmakeall necessary
renewalsandrepairsthereof,all in accordancewith soundengineeringstandards.

Section 3.05. The Guarantorshall, assoonaspracticableafterappropriate
preparationof the land, causethe land comprisedin the Kamikita Project, the
KonsenProjectandthe ShinotsuProjectto be settledby farmersin conformity
with sound agricultural practicesand administrativearrangementsand shall
provide, or cause to be provided on reasonableterms to such settlers such
funds as may reasonablybe required for establishingfarms, purchasingcattle
andbringing such land into proper cultivation. The Guarantorshall take or
causeto betakensuchstepsasshallbe necessaryto assuresubsequentproductive
and economiccultivation and use of land comprisedin the Kamikita Project,
KonsenProject andShinotsuProject.

Section3.06. The Guarantorshall causethe CattleImportationProjectto
be carriedout with due diligenceand efficiencyand in conformity with sound
technical,administrativeandfinancial practices.

Section 3.07. The Guarantorshall maintain or causeto be maintained
recordsadequateto identify the Shinotsugoodsand the Cattle, to disclosethe
usethereofin the ShinotsuProgramandthe CattleImportationProject,respect-
ively, to recordtheprogressof the ShinotsuProgramandthe CattleImportation
Project (including the cost thereof)and to show the progressof settlementof
farmerson the land comprisedin the Kamikita Project, the KonsenProjectand
the Shinotsu Project; shall enable the Bank’s representativesto inspect the
Shinotsu Programand the Cattle Importation Project, the land comprisedin
the ShinotsuProgram,the Shinotsugoods,the Cattleandany relevantrecords
anddocuments;andshall furnishor causeto be furnishedto the Bankall such
information as the Bank shall reasonably request concerningthe Shinotsu
Program,the Cattle Importation Project, the land comprisedin the Shinotsu
Program,the Shinotsugoodsandthe Cattle.

Section 3.08. It is the mutual intention of the Guarantorand the Bank
that no other externaldebt shall enjoy any priority over the Loan by way of
a lien on governmentalassets. To that end, the Guarantor undertakesthat,
except as the Bank shall otherwiseagree, if any lien shall be createdon any

No. 3859



210 United Nations — Treaty Series 1957

assetsof the Guarantoras security for any externaldebt, such lien will ipso
facto equally and ratably securethe paymentof the principal of, and interest
andother chargeson, the Loan andthe Bonds, andthat in the creationof any
suchlien expressprovisionwill be madeto that effect; provided, however,that
the foregoingprovisionsof this Section shallnot apply to : (i) any lien created
on property, at thetime of purchasethereof,solelyassecurityfor the payment
of the purchaseprice of such property; (ii) any lien on commercialgoodsto
securea debt maturing not more than one year after the dateon which it is
originally incurredandto be paid out of the proceedsof sale of suchcommercial
goods;or (iii) any lien arising in theordinary courseof bankingtransactionsto
securea debt maturing not more than one year after the date on which it is
originally incurred.

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

The Guarantorfurtherundertakesthat,within thelimits of its constitutional
powers, it will make the foregoing undertakingeffective with respectto liens
on the assetsof any of its political subdivisions and their agencies,including
local governingauthorities.

Section 3.09. (a) The Guarantorand the Bank shall cooperatefully to
assurethat the purposesof the Loan will be accomplished. To that end,
eachof them shallfurnish to the otherall suchinformationas it shall reasonably
requestwith regardto the general statusof the Loan. On the part of the
Guarantor,suchinformation shall include information with respectto financial
andeconomicconditionsin the territoriesof the Guarantorandthe international
balanceof paymentsposition of the Guarantor.

(b) The Guarantorandthe Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto the purposesof
the Loan and the maintenanceof the service thereof. The Guarantorshall
promptly inform the Bank of any conditionwhich interfereswith, or threatens
to interferewith, the accomplishmentof the purposesof the Loanor the main-
tenanceof the servicethereof.

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

Section 3.10. The principal of, and interest and other chargeson, the
Loan and the Bonds shall be paid without deduction for, and free from, any
taxesor fees imposedunder the laws of the Guarantoror laws in effect in its
territories; provided, however, that the provisions of this Section shall not
apply to taxationof, or feesupon, paymentsunderany Bond to a holder thereof
other than the Bank when such Bond is beneficially owned by an individual
or corporateresidentof the Guarantor.

No. 3859



212 United Nations Treaty Series 1957

Section3.11. This Agreement,the Loan Agreementand the Bondsshall
be free from any taxesor feesthat shallbe imposedunder the lawsof the Guar-
antoror laws in effect in its territorieson or in connectionwith the execution,
issue,deliveryor registrationthereof.

Section3.12. The principal of, and interest and other chargeson, the
Loan andthe Bonds shallbe paid free from all restrictionsimposedunder the
laws of the Guarantoror laws in effect in its territories.

Section3.13. So long as any part of the Loan shall be outstandingand
unpaid,the Guarantorwill not takeanyactionwhich would preventor interfere
with the performanceby the Borrower of anyof the covenants,agreementsand
obligationsof the Borrower in the Loan Agreementcontained,and will take
or causeto be takenall actionnecessaryor appropriateto enablethe Borrower
to perform suchcovenants,agreementsand obligations.

Article IV

Section4.01. The Guarantorshall endorse,in accordancewith the pro-
visionsof the Loan Regulations,its guaranteeon the Bondsto be executedand
delivered by the Borrower. The Minister of Financeof the Guarantorand
such personor personsas he shall designatein writing are designatedas the
authorizedrepresentativesof the Guarantorfor the purposesof Section6.12 (b)
of the Loan Regulations.

Article V

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

For the Guarantor:

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

Alternative addressfor cablegramsand radiograms:

Minister of Finance
Okurasho
Tokyo

No. 3859
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For theBank:
InternationalBank for ReconstructionandDevelopment
1818 H Street,N. W.
Washington25, D. C.
United Statesof America

Alternative addressfor cablegramsandradiograms

Intbafrad
Washington,D. C.

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

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

Japan:
By Masayuki Tas~x

AuthorizedRepresentative

InternationalBank for Reconstructionand Development:

By EugeneR. BLACK

President

No. 3859
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LETTER DATED 19 DECEMBER 1956 FROM THE GOVERNMENT
OF JAPAN TO THE INTERNATIONAL BANK FOR RECON-
STRUCTION AND DEVELOPMENT

EMBASSY OF JAPAN

WASHINGTON, D. C.

December19, 1956

InternationalBank for Reconstruction
and Development

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

Subject:Loan No. 158 JA

Gentlemen

With referenceto the GuaranteeAgreement1of even date betweenthe
Governmentof Japanand your Bank, we have pleasurein confirming the
following matters of agreedunderstandingbetweenus:

1. As regardsArticle III, Section3.08, that

(a) thereis existinglegislationconsistentwith the JapaneseConstitutionwhich
enablesthe Governmentof Japan to control the external borrowings of
its agencies,its political subdivisionsand their agencies,and of the Bank
of Japanso as to oblige them to obtain the consentof the Governmentof
Japanto any external borrowing and to the terms thereof whether as to
security or otherwise;

(b) the Governmentof Japanwill makethe undertakingcontainedin Section
3.08 effectivewith respectto lienson the assetsof the Bank of Japan.

2. As regardsSection3.13,that the Governmentof Japanwill not permit
any political subdivision of Japanor any agencyof the Governmentof Japan
or of any suchpolitical subdivision to takeany such action as is therein refer-
red to.

Very truly yours,

Governmentof Japan:

By Masayuki TANI

‘Seep. 204 of this volume.
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INTERNATIONAL BANK FOR RECONSTRUCTIONAND DEVELOPMENT

LOAN REGULATIONS No.4DATED 15 JUNE 1956

REGULATIONSAPPLICABLE TOLOANS MADE BY THE BANK TO BoERowERSOTHER

THAN MEMBER GOVERNMENTS

[Not publishedherein. SeeUnited Nations, Treaty Series, Vol. 260, p. 376.J

LOAN AGREEMENT (AGRICULTURALPROJECTS)

AGREEMENT, dated December19, 1956, betweenINTERNATIONAL BANK FOR
RECONSTRUCTIONAND DEVELOPMENT (hereinaftercalledthe Bank) andNocHI KAIHATSU

Kn~xKODAN (AGRICULTURAL LAND DEVELOPMENT MACHINERY PUBLIC CoRPoRATION)
(hereinaftercalledthe Borrower).

WHEREAS Japanis engagedin a programof reclamationandsettlementof landsfor
agriculturalpurposes,andit is desirableto acceleratethis programthroughthetechnique
of rapidlarge-scalereclamationby mechanicalmeans;and

WHEREAS as a measureauxiliary to the reclamationprogramit is desirableto in-
creasethe numberof dairy cattle in Japanthrough increasedimportation; and

WHEREAS theBankhasexpressedits willingnessto assistin thereclamationprogram;

Now THEREFORE,the partiesheretoagreeas follows:

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. The partiesto this Loan Agreementacceptall the provisions of
Loan RegulationsNo. 4 of the Bank datedJune 15, 1956,’ subject, however,to the
modificationsthereofsetforth in Schedule32 to this Agreement(saidLoan Regulations
No. 4 as so modified beinghereinaftercalledtheLoan Regulations),with thesameforce
and effect as if they were fully set forth herein.

Section1.02. Whereverused in this Agreement,unless the context shall other-
wise require,the following termsshall havethe following meanings:

(a) The term “Kamikita Project” meansthe Project describedin paragraph1 (a)
of Schedule2~to this Agreement,asthe descriptionthereofshall beamendedfrom time
to time by agreementbetweenthe Bank and the Borrower.

‘Seeabove.
2 Seep. 236of this volume.
2

Seep. 234 of this volume.
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(b) The term “KonsenProject” meansthe Projectdescribedin paragraph1 (b) of
Schedule2 to this Agreement,as the descriptionthereofshall be amendedfrom time
to time by agreementbetweenthe Bank and the Borrower.

(c) The term “Machinery” meansthe goodsagreedbetweenthe Borrower and
the Bank, pursuantto the provisionsof Section3.01 of this Agreement,to be purchased
for the Kamikita Project and the KonsenProject.

(d) The term “Kamikita Program”meanstheKamikita Projectandanyadditional
projectsor programsproposedby theBorrowerandwhich areto be carriedout pursuant
to agreementbetweenthe Bank and the Borrower with Machinery.

(e) The term “Konsen Program”meansthe KonsenProject and any additional
projectsor programsproposedby theBorrower andwhichareto be carriedout pursuant
to agreementbetweenthe Bank and the Borrower with Machinery.

(f) The term “Shinotsu Project” meansthe Project describedin paragraph2 of
Schedule2 to this Agreement, as the descriptionthereofshall be amendedfrom time
to time by agreementbetweenthe Guarantorand the Bank.

(g) The term “Shinotsu goods” meansthe goodsagreedbetweenthe Borrower
and the Bank, pursuantto the provisionsof Section3.01 of this Agreement,to be pur-
chasedfor the ShinotsuProject.

(h) The term “Shinotsu Program”meansthe ShinotsuProject and any additional
projectsor programsproposedby theGuarantorandwhichareto be carriedout pursuant
to agreementbetweenthe Guarantorand theBank with theShinotsugoods.

(i) The term “Hokkaido” meansthe Hokkaldo DevelopmentBureau,an agency
of the Governmentof Japanestablishedunderthe Hokkaido DevelopmentLaw (Law
No. 126of 1950)or anysuccessororganizationperformingall or anypartof the functions
of theHokkaido DevelopmentBureaurelating to theLease.

(j) The term “Lease” meansthe agreementto be enteredinto betweenthe Bor-
rower andHokkaido, in accordancewith theprovisionsof Section5.02of this Agreement,
andshall include anydocumentsupplementaltheretoor in substitutiontherefor.

(k) Theterm“CattleImportationProject”meanstheProjectdescribedin paragraph
3 of Schedule2 to this Agreement, as the descriptionthereofshall be amendedfrom
time to time by agreementbetweenthe Bank, the Borrower and the Guarantor.

(1) The term “Livestock Bureau” meansthe Livestock Bureauof the Ministry of
Agriculture and Forestry, an agencyof the Governmentof Japan,or any successor
organizationperformingall or anypartof the functionsof theLivestockBureaurelating
to the Cattle Importation Project.

(m) The term “Cattle” meansthe goodsagreedbetweenthe Borrower and the
Bankpursuantto theprovisionsof Section3.01 of this Agreementto bepurchasedfor the
CattleImportation Project.

(n) Theterm “Programs”meansthe Kamikita Program,the KonsenProgram,and
ShinotsuProgramand the CattleImportationProject.

No. 3859
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Article II

THE LOAN

Section2.01. The Bank agreesto lend to the Borrower, on the termsand condi-
tions in this Agreementset forth or referredto, an amount in variouscurrenciesequiv-
alent to four million three hundredthousanddollars ($4,300,000).

Section2.02. The Bank shall open a Loan Account on its booksin the nameof
the Borrower andshall creditto suchAccountthe amountof the Loan. The amount
of the Loan may be withdrawn from the Loan Accountas providedin, andsubjectto
the rights of cancellationand suspensionsetforth in, the Loan Regulations.

Sections2.03. The Borrower shall pay to the Bank a commitmentchargeat the
rate of three-fourthsof onepercent(3/4 of 1%) per annumon theprincipal amountof
the Loan not so withdrawn from time to time. Such commitmentchargeshall accrue
from a date 60 days after the dateof this Agreement(except that if this Agreement
shall becomeeffective beforethat datein respectof any portion of the Loan, then the
commitmentchargein respectof that portion shall accruefrom suchEffectiveDate)to
the respectivedateson which amountsshall bewithdrawn by the Borrower as provided
in Article IV of theLoan Regulationsor shall be canceledpursuantto Article V of the
Loan Regulations.

Section2.04. TheBorrower shall payinterestat the rateof five percent (5%)per
annum on theprincipal amount of the Loan so withdrawn andoutstandingfrom time
to time.

Section 2.05. Except as the Bank and the Borrower shall otherwiseagree,the
chargepayablefor specialcommitmentsenteredinto by the Bank at the requestof the
Borrower pursuantto Section4.02 of the Loan Regulationsshall be at the rateof one-
halfof onepercent (1/2 of 1%)perannumon the principalamountof anysuchspecial
commitmentsoutstandingfrom time to time.

Section2.06. Interestand other chargesshall be payablesemi-annuallyon May
1 and November1 in eachyear.

Section2.07. The Borrower shall repaythe principal of the Loan in accordance
with the amortizationscheduleset forth in Schedule1’ to this Agreement.

Article III

USE OF PROCEEDS OF THE LOAN

Section3.01. The Borrower shall causethe proceedsof the Loan to be applied
exclusivelyto financingthe cost of goodsrequiredto carry out the Programs. The
specific goodsto be financedout of the proceedsof the Loan shall be determinedby
agreementbetweenthe Bank and the Borrower, subject to modification by further
agreementbetweenthem.

‘Seep. 234 of this volume.
No. 3859
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Section3.02. The Borrower shall causeall goodsfinanced out of the proceeds
of theLoan to be importedinto the ~territoriesof the Guarantorand thereto be used
exclusivelyin thecarryingout of thePrograms.

Article IV

BONDS

Section 4.01. The Borrower shall executeand deliver Bonds representingthe
principal amountof the Loan as provided in the Loan Regulations.

Section4.02. The Chief Director of the Borrowerandsuchpersonor personsas
he shall appoint in writing aredesignatedas authorizedrepresentativesof theBorrower
for the purposesof Section6.12 (a) of theLoan Regulations.

Article V

PARTICULAR COVENANTS

Section 5.01. (a) The Borrower shall carry out the Kamikita Programand the
KonsenProgramwith duediligenceandefficiencyandinconformitywithsoundfinancial,
engineeringand agricultural practices. In respectof the ShinotsuProgramthe Bor-
rowershall enterinto theLeasewith Hokkaido asprovidedin Section5.02of this Agree-
ment. In respectof theCattleImportationProjecttheBorrowershall makeappropriate
arrangementswith the Livestock Bureau and with prefecturalgovernmentsin Japan
for importation and saleof Cattle purchasedout of theproceedsof the portion of the
Loan relatingto the Cattle Importation Project.

(b) The Borrower shall furnishor causeto befurnishedto the Bankpromptly upon
their preparationtheplansandspecificationsfor theKamikita ProgramandtheKonsen
Programandanymaterialmodificationssubsequentlymadetherein, in suchdetailas the
Bank shall from time to time request.

(c) The Borrower shall maintain or causeto be maintainedrecordsadequateto
identify thegoodsfinancedout of theproceedsof theportion of the Loanrelating to the
Kamikita Project andthe KonsenProject, to disclosethe usethereof in the Kamikita
Programand the KonsenProgram,to recordthe progressof the Kamikita Programand
the KonsenProgram(including the cost thereof)and to reflect in accordancewith con-
sistently maintainedsoundaccountingpracticesthe financial condition and operations
of the Borrower; shall enablethe Bank’s representativesto inspecttheKamikita Pro-
gram andthe KonsenProgram,the land comprisedin the Kamikita Programand the
KonsenProgram,the Machinery and any relevant recordsand documents;and shall
furnishor causeto befurnishedto theBankall suchinformationastheBankshall reason-
ably requestconcerningthe expenditureof the proceedsof the Loan, the Kamikita
Programand the KonsenProgram,the land comprisedin the Kamikita Programand
the KonsenProgram,the Machineryand the financial condition andoperationsof the
Borrower.

No. 3859
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Section5.02. (a) The Borrower shall grant to Hokkaido a Lease,satisfactoryto
the Bank, of the Shinotsugoods. Except as may be otherwiseagreedbetweenthe
Bank andtheBorrower,none of the termsof theLeaseshall be amendedor abrogated
nor shall their performancebe waived.

(b) SuchLeaseshall in anycaseinclude provisionsto the following effect:

(i) that the original termof the Leasebe the periodfrom the date of signatureof the
Leaseto March 31, 1957, but the Leaseshall afford the option to Hokkaido, by
noticegiven to theBorrowerandthe Banknot lessthan60 days beforethe endof
anysuchterm, to renewon thesameterms for successivetermsof oneyear there-
afterso long as anyof theportion of the Loanrelating to theShinotsuProjectshall
be outstandingand unpaid;

(ii) that theminimumnetannualcompensationbe

(a) a capital sum equivalent to the aggregateof the principal amountspayable
pursuantto the provisionsof this Agreementby the Borrowerto the Bank in
the relativeyear in respectof theportion of the Loan relatingto theShinotsu
Project;plus

(b) sums equivalent to the amountspayablepursuant to the provisions of this
Agreementby theBorrower to theBank in the relativeyear by way of interest
andother chargesincluding premiums,if any, in respectof theportion of the
Loan relating to the ShinotsuProject;

suchsumsto bepayableby Hokkaido to theBorrowerin suchmannerand at such
times asshall afford to the Borrower sufficient time to pay to the Bank amounts
payableby theBorrowerto theBank underthis Agreementin respectof theportion
of the Loan relating to theShinotsuProject; andthesaid minimum amountshall
continueto be payableregardlessof loss, destructionor conditionof theShinotsu
goods;

(iii) that if for anyreasontheLeasebe not renewedor beterminatedor if Hokkaidoshall
fail to pay with reasonablepromptnessthe compensationprovided in the Lease,
Hokkaido shall forthwith purchasetheShinotsugoodsfor cashat anetpricewhich
shall not be lessthan theequivalentof theprincipal amountof theportion of the
Loan relating to the ShinotsuProject then outstandingand unpaid (whetheror
not thendueby theBorrowerto theBank), togetherwith interestandothercharges
accruedandunpaid on the portion of the Loanrelating to theShinotsuProjectto
the dateof paymentby Hokkaido lessa sum which shall be promptly computed
by the Borrower in suchmanneras shall be setforth in theLeasebut which shall
in no casebegreaterthan the amountby which theequivalentin foreignexchange
of 60% (or such other percentageas the Bank andthe Borrower shall mutually
agree)of theaggregateamountsof rentalthereto fore paidby Hokkaidoto theBor-
rower exceedsthe total principal, interest and other chargeson theportion of the
Loan relating to the ShinotsuProjectpaid by the Borrower to the Bank prior to
suchdateof purchase.

Section5.03. The Borrower shall causethe Machinery to be effectively utilized
during its entireuseful life in thecarryingout of theKamikita ProgramandtheKonsen
Program.
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Section5.04. (a) The Borrower shall at all timesmaintain its existenceand right
to carryon operationsandshall, exceptasthe Bankshall otherwiseagree,thakeall steps
necessaryto maintainand renewall rights, powers,privileges andfranchiseswhich are
necessaryor useful in the conductof its business.

(b) The Borrower shall operateand maintain the propertyand equipmentunder
its operatingcontrol and from time to time make all necessaryrenewalsand repairs
thereof,all in accordancewith soundengineeringstandards;andshall at all timesoperate
such equipment,conductits affairs and maintain its financial position in accordance
with soundbusinesspractices.

Section5.05. (a) The Bank andthe Borrower shall cooperatefully to assurethat
thepurposesof theLoanwill be accomplished. To that end, eachof them shall furnish
to theotherall suchinformation as it shall reasonablyrequestwith regardto thegeneral
statusof theLoan.

(b) TheBankandtheBorrowershall from timeto time exchangeviewsthroughtheir
representativeswith regardto matters relating to the purposesof the Loan and the
maintenanceof theservice thereof. The Borrower shall promptly inform the Bank of
anycondition which interfereswith, or threatensto interferewith, theaccomplishment
of the purposesof the Loanor themaintenanceof theservicethereof.

Section 5.06. The Borrower undertakesthat, exceptas the Bank shall otherwise
agree,if anylien shall be createdon anyassetsof theBorrower assecurityfor anydebt,
suchlien will ipso facto equallyandratablysecurethepaymentof the principal of, and
interest andother chargeson, theLoan and theBonds,andthat in thecreationof any
such lien expressprovision will be made to that effect; provided, however, that the
foregoingprovisionsof this Sectionshall not apply to: (i) anylien createdon property,
at thetime of purchasethereof solely as securityfor thepaymentof thepurchaseprice
of suchproperty;(ii) anylien on commercialgoodsto securea debtmaturingnot more
thanoneyear afterthedate on which it is originally incurredandto be paid out of the
proceedsof saleof suchcommercialgoods;or (iii) any lien arisingin the ordinarycourse
of banking transactionsand securinga debtmaturingnot more thanone yearafter its
date.

Section5.07. The Borrower shall payor causeto be paid all taxesor fees,if any,
imposed under the laws of the Guarantor or laws in effect in the territoriesof the
Guarantoron or in connectionwith theexecution, issue,delivery or registrationof this
Agreement,theGuaranteeAgreementor the Bonds,or the paymentof principal, interest
or other charges thereunder;provided, however, that the provisions of this Section
shall not applyto taxationof, or feesupon, paymentsunderanyBondto aholderthereof
other than the Bank when such Bond is beneficially ownedby an individual or
corporateresidentof the Guarantor.

Section5.08. The Borrower shallpayor causeto bepaidall taxesandfees,if any,
imposedunderthe lawsof thecountryor countriesin whosecurrencytheLoan andthe
Bondsarepayableor lawsin effect in the territoriesof suchcountryor countriesonor in
connectionwith the execution, issue, delivery or registrationof this Agreement, the
GuaranteeAgreementor theBonds.
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Section 5.09. Except as shall be otherwiseagreedbetweenthe Bank and the
Borrower, theBorrower shall insureor causeto be insuredthe goodsfinancedwith the
proceedsof the Loan againstrisks incident to their purchaseand importation into the
territoriesof the Guarantor. Suchinsuranceshall beconsistentwith soundcommercial
practiceandshall be payablein dollarsor in thecurrencyin which thecostof thegoods
insured thereundershall be payable.

Section5.10. If any eventshall occurpursuantto which Hokkaido may become
liabletopaytothe Borroweramountsreferredto inSection5.02(b) (iii) of this Agreement,
theBorrower shall, if the Bankshall so require,repayto theBank underthis Agreement
the portion of the Loan relating to the ShinotsuProject. To any prepaymentof the
Loan by theBorrower pursuantto theprovisionsof this Sectionall theprovisionsof the
Loan Regulationsrelating to repaymentin advanceof maturity shall be applicable.

Article VI

REMEDIas OF THE BANK

Section 6.01. (i) If anyeventspecifiedin paragraph(a), paragraph(b), paragraph
(e), paragraph(f) or paragraph(j) of Section 5.02 of the Loan Regulationsshall occur
andshallcontinuefor a periodof thirty days,or (ii) if anyeventspecifiedin paragraph(c)
of Section5.02 of theLoan Regulationsshall occurand shall continuefor a period of
sixty days afternoticethereofshall havebeengiven by theBank to the Borrower,then
at any subsequenttime during the continuancethereof, the Bank, at its option, may
declaretheprincipal of theLoan or of anyportion of theLoan andof all or anyof the
Bondsthenoutstandingto be dueandpayableimmediately,andupon anysuchdeclara-
tion suchprincipalshall becomedueandpayableimmediately,anythingin this Agreement
or in theBonds to thecontrarynotwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01. Within themeaningof Section9.01 (a) (ii) andSection9.01 (b) (ii)
of theLoan Regulations,the following event is specified as an additional condition to
theeffectivenessof this Agreementin respectof theportion of theLoan relating to the
ShinotsuProject,namely: that theLeaseshall havebeenduly executedanddeliveredas
betweenthe BorrowerandHokkaido andshall havebecomefully effectivein accordance
with its terms.

Section 7.02. Thefollowing is specifiedasanadditionalmatter,within themeaning
of Section9.02 (e) of theLoan Regulations,to be includedin theopinionor opinions to
be furnishedto theBank in respectof theportion of theLoan relating to theShinotsu
Project,namely: that the Leaseis a valid andbindingobligationof the Borrowerandof
Hokkaido in accordancewith its terms, and containsvalid provisions satisfying the
requirementsof Section 5.02 of this Agreement.

Section 7.03. A date90 daysafter thedateof this Agreementis herebyspecified
for thepurposesof Section9.04of theLoanRegulations.
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Article VIII

MISCELLANEOUS

Section8.01. The Closing Dateshall be March 31, 1959.

Section8.02. The following addressesare specified for the purposesof Section
8.01 of theLoan Regulations:

For the Borrower:

Agricultural Land DevelopmentMachineryPublic Corporation
1-7, Yurakucho
Chiyoda-ku
Tokyo, Japan

Alternative addressfor cablegramsand radiograms:

Agrldmc

Tokyo
For the Bank:

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

Alternative addressfor cablegramsandradiograms:

Intbafrad
Washington,D.C.

IN WITNESS WHEREOF, the partieshereto,actingthroughtheir representativesthere-
unto duly authorized,havecausedthis Loan Agreementto be signedin their respective
namesand delivered in the District of Columbia, United Statesof America, asof the
day andyear first abovewritten.

InternationalBankfor ReconstructionandDevelopment:

ByEugeneR. BLACK
President

Nochi KaihatsuKikai Kodan
(Agricultural Land DevelopmentMachineryPublic Corporation):

By TsutomuNARITA

Authorized Representative
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SCHEDULE 1

AMORTIZATION SCHEDULE

Principal Principal
Amount Amount

Outstanding Outstanding
Paymentof After Each Paymentof After Each
Principal Payment Principal Payment

Date (expressed (expressed Date (expressed (expressed
PaymentDue in dollars)‘~ in dollars) * PaymentDue in dollars) * in dollars) *

May 1, 1959 . . . . — $4,300,000 November1, 1965 . $169,000 $2,395,000
November1, 1959 . $126,000 4,174,000 May 1, 1966 . . . 174,000 2,221,000
May 1, 1960 . . . 129,000 4,045,000 November1, 1966. . 178,000 2,043,000
November1, 1960 . 132,000 3,913,000 May 1, 1967 . . . 182,000 1,861,000
May 1, 1961 . . . 136,000 3,777,000 November1, 1967 . 187,000 1,674,000
November1, 1961 . 139,000 3,638,000 May 1, 1968 . . . 192,000 1,482,000
May 1, 1962 . . . 142,000 3,496,000 November1, 1968 . 196,000 1,286,000
November 1, 1962 . 146,000 3,350,000 May 1, 1969 . . . 201,000 1,085,000
May 1, 1963 . . . 150,000 3,200,000 November1, 1969 . 206,000 879,000
November 1, 1963 . 153,000 3,047,000 May 1, 1970 . . . 212,000 667,000
May 1, 1964 . . . 157,000 2,890,000 November1, 1970 . 217,000 450,000
November 1, 1964 . 161,000 2,729,000 May 1, 1971 . . . 222,000 228,000
May 1, 1965 . . . 165,000 2,564,000 November1, 1971 . 228,000 —

* To the extentthat any part of the Loan is repayablein a currencyother thandollars (See
LoanRegulations,Section3.02),thefiguresin thesecolumnsrepzesentdollar equivalentsdetermined
asfor purposesof withdrawal.

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesarespecifiedas thepremiumspayableon repaymentin
advanceof maturityof anypartof the principal amountof the Loanpursuantto Section
2.05 (b) of theLoan Regulationsor on the redemptionof anyBond prior to its maturity
pursuantto Section6.16 of the Loan Regulations:

Time of Prepaymentor Redemption Premium

Not more than threeyearsbefore maturity 1/~of 1%
More than threeyearsbut not morethan six yearsbefore maturity 1’/~%
More thansix yearsbutnotmorethanelevenyearsbeforematurity
More thanelevenyearsbutnotmorethanthirteenyearsbeforematurity . . . . 3’/e%
More than thirteen yearsbefore maturity 5%

SCHEDULE 2

DESCRIPTION OF PROJECTSAND ALLOCATION OF LOAN

TheProjectsarepartsof a schemeto acceleratethe Japaneseprogramfor settlement
of farmersin areasof NorthernJapanthroughuseof mechanicalmeansof landreclama-
tion and throughimportationof dairy cattle.
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PROJECTS

(Amounts expressedin dollars)

1. KamikitaandKonsenProjects 1,000,000

(a) Kamikita Project

TheProjectis the developmentfor farm operationsof not lessthan5,000hectaresof
unusedor partiallyusedland locatedin theKamikita areaof Northern Honshuthrough
the operationof a tractor pool for clearing, levelling, ploughing, harrowing and tree
planting,asappropriate.

(b) KonsenProject
TheProjectisthe developmentfor farmoperationsof not lessthan5,000hectaresof

unusedor partially usedland locatedin the Konsenareaof EasternHokkaido through
the operationof a tractor pool for clearing, levelling, ploughing, harrowing and tree
planting, as appropriate.

2. ShinotsuProject 2,415,000

The Projectis thepreparationfor farming (by way of drainage,irrigation andtop
dressing)throughuseof modernmachinery,of approximately12,000hectaresof peatland
in theShinotsuareaof the Ishikari Valley in WesternHokkaido.

3. CattleImportationProject 885,000

TheProjectis the importationof dairy cattle to besold to farmersthrougharrange-
mentsto be madewith prefecturalgovernments.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 4

Forthepurposesof this Agreementtheprovisionsof LoanRegulationsNo. 4 of the
Bank, datedJune15, 1956,shall bedeemedto bemodified asfollows:

(a) By thedeletionof thesecondsentenceof Section2.02.
(b) By thedeletionof Section2.05 (b) andthesubstitutionthereforof thefollowing:

“(b) The Borrower shall have the right, upon not less than 45 days’ prior
noticeto theBank, to repayin advanceof maturity all or any partof the principal
amountof theLoanfor whichBondshavenot beendeliveredpursuantto Article VI
upon paymentof all accruedchargesfor intereston such principal amount and
paymentof the premium specifiedin said amortizationschedule. Except as the
Bank andtheBorrowershall otherwiseagree,any suchrepaymentshall be applied
pro rata to theseveralmaturitiesof the principal amountof theLoan as setforth
in theamortizationscheduleto the Loan Agreement.”

(c) By thedeletionin Section3.02oftheword “portion” andthesubstitutiontherefor
of theword “part.”
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(d) By theinsertionin Section5.01,aftertheword “cancel,” of thewords“in respect
of anyProjectandanyportion of theLoan.”

(e) By the deletionof paragraph(j) of Section 5.02 and the substitution therefor
of the following:

“(j) If any actionwhich in theGuaranteeAgreementis expressedto be per-
formedor causedto be performedby the Guarantorshall not be so performed.”

(f) By the deletionof the last sentenceof Section 5.03 and the insertion in that
Section, after the words “Loan Account” where those words secondly occur, of the
following words, namely:

“in respectof all or anyof theProjects. Upon thegiving of suchnoticethe
unwithdrawnamountsof theportionsof theLoan relating to suchProjectsshall be
cancelled.”

(g) By thedeletion,in Section9.01,of thewords“TheLoanAgreementandGuaran-
tee Agreementshall not becomeeffective until : “ andthe substitutionthereforof the
words“The Loan Agreementand GuaranteeAgreementshall not becomeeffective in
respectof anyProjector anyportion of the Loan until :“

(h) By the deletionof Section9.03 and the substitutionthereforof the following
newSection, namely:

“SECTION 9.03. EffectiveDates. Exceptas shall be otherwiseagreedby the
Bank andtheBorrower, theLoan AgreementandGuaranteeAgreementshall come
into force and effect in respectof eachProject, to the extent of the amount set
forth oppositetheretoin Schedule2 to the Loan Agreement,on thedatewhenthe
Bank notifies the Borrower and the Guarantorof its acceptanceof the evidence
requiredby Section9.01 in respectof suchProject.”

(i) By the deletionof Section 9.04 and the substitution thereforof the following
new Section, namely:

“SECTION 9.04. Termination of Loan Agreementand Guarantee Agreement
for Delay in BecomingEffective. The Bank may at its option, at any time after
thedatespecifiedin theLoan Agreementfor thepurposesof this Section,by notice
to theBorrowerandtheGuarantor,terminatetheLoanAgreementandtheGuaran-
teeAgreementin respectof anyProjector Projectsto theextentof theamountset
forth oppositesuchProjector Projectsin Schedule2 to theLoan Agreement,if the
Loan Agreementandthe GuaranteeAgreementshall not havebecomeeffective in
respectof such Project or Projects prior to such notice. Upon the giving of
suchnoticetheLoan AgreementandtheGuaranteeAgreement,andall obligations
of the partiesthereunderin respect of such Project or Projects and the relative
portion of theLoan shall forthwith terminateandsuchportion of theLoan shall be
deemedto becancelledpursuantto Article V of theseRegulations.”

(j) By theaddition of anew sentencein Section9.05 readingas follows:

“If andwhen theentire principal amount of any portion of theLoan and the
premium,if any, on theprepaymentof thatportion of theLoanandon theredemp-
tion of all Bonds relating to that portion of theLoancalled for redemption(as the
casemay be) and all interestand other chargeswhich shall haveaccruedon that
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portion of theLoanandon theBondsrelatingto thatportion of theLoanshall have
beenpaid, theprovisionsof theLoan Agreementandof the GuaranteeAgreement
relating to that portion of the Loanand all obligationsof thepartiesin respectof
that portion of theLoan shall forthwith terminate.”

(k) By the deletionof paragraph4 of Section 10.01 and the substitutiontherefor
of the following new paragraphs,namely:

“The term‘Loan’ meansthe loanprovidedfor in theLoan Agreement,or any
portion of the Loan.

“The term ‘portion of theLoan’ meansall or anyof theseveralportionsof the
Loan in theseveralamountssetoppositethedescriptionsof theProjectsin Schedule
2 to theLoanAgreement,as suchamountsmay be changedfrom time to time by
agreementbetweenthe Bank and the Borrower.”

(1) By thedeletionof paragraph12 of Section 10.01 andthesubstitutiontherefor
of the following:

“The terms ‘Project’ and ‘Projects’ meanthe Kamikita Project, the Konsen
Project,theShinotsuProjectand theCattleImportation Projector any of them, as
thecontextmay require.”

(m) By the insertion,in paragraph13 of Section 10.01,after theword “equipment”
of the word “cattle.”

(n) By the deletionof paragraph16 of Section 10.01 andthe substitutiontherefor
of the following new paragraph,namely:

“The term ‘Effective Date’ meansthe datewhen the Loan Agreementand

GuaranteeAgreementshall first becomeeffective in respectof any Project.”

(o) By the amendmentof Schedule1 and Schedule2 in suchrespectsas may be
requiredto providefor pro rata redemptionof Bondsin amannerconsistentwith Section
2.05 (b) of theLoan Regulations.
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