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No. 4489. GUARANTEE AGREEMENT’ (SECONDINDIAN
IRON AND STEEL PROJECT) BETWEEN INDIA AND
THE INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT. SIGNED AT WASHINGTON, ON
19 DECEMBER 1956

AGREEMENT, dated December 19, 1956, between INDIA, acting by its
President (hereinafter called the Guarantor) and INTERNATIONAL BANK FOR
RECONSTRUCTIONAND DEVELOPMENT (hereinaftercalledtheBank).

WHEREAS by an agreementof evendateherewithbetweenthe Bank andThe
Indian Iron and Steel Company,Limited (hereinaftercalledte Borrower) which
agreementandthe schedulestherein referredto are hereinaftercalled the Loan
Agreement,2the Bankhasagreedto maketo the Borrowera loanin the aggregate
principal amount of twenty million dollars ($20,000,000),or the equivalent in
othercurrencies,on the termsandconditionsset forth in the Loan Agreement,but
only on condition that the Guarantoragreeto guaranteethe obligations of the
Borrower in respectof suchloan ashereinafterprovided; and

WHEREAStheGuarantor,in considerationof theBank’s enteringinto theLoan
Agreementwith the Borrower, hasagreedso to guaranteesuchobligationsof the
Borrower;

Now THEREFOREthe partiesheretoherebyagreeas follows:

Article I

Section1.01. The partiesto this GuaranteeAgreementacceptall the provi-
sionsof LoanRegulationsNo. 4 of theBankdatedJune15, 1956,8subject,however,
to the modificationsthereofsetforth in Schedule34 to said Loan Agreement(said
Loan RegulationsNo. 4 as so modified being hereinaftercalledthe Loan Regula-
tions), with the sameforce andeffect as if they werefully set forth herein. The
terms definedin said Loan Agreementshallhavethe samemeaninghereinas if
suchdefinitionswerefully set forth herein.

Cameinto force on 2 July 1957,uponnotificationby theBankto the Governmentof India.
2 Seep. 84 of this volume.
$ Seep. 82 of this volume.
‘ Seep. 104 of this volume.
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Article II

Section2.01. Without limitation or restriction upon any of the other cove-
nantsonits partin thisAgreementcontained,the Guarantorherebyunconditionally
guarantees,as primary obligor and not as surety merely, the due andpunctual
paymentof the principal of, andthe interestandotherchargeson, the Loan, the
principalof andintereston theBonds,andthepremium,if any,on theprepayment
of the Loan or theredemptionof theBonds,all as set forth in theLoan Agreement,
the Trust Deedandthe Bonds.

Article III

Section3.01. It is themutual intentionof the Guarantorandthe Bank that
no other externaldebtshallenjoyany priority over the Loan by way of a lien on
governmentalassets. To that end,the Guarantorundertakesthat, exceptas the
Bankshallotherwiseagree,if anylien shallbecreatedon anyassetsof theGuarantor
or of anyof its political subdivisionsor of anyagencyof the Guarantoror of any
suchpolitical subdivisionassecurityfor anyexternaldebt,suchlien will ipso facto
equally andratablysecurethe paymentof the principal of, andinterestandother
chargeson, theLoanandtheBonds,andthatin thecreationof anysuchlien express
provision will be made to that effect; provided, however, that the foregoing
provisionsof this Sectionshallnotapplyto: (a) anylien createdon property,at the
time of purchasethereof,solelyassecurityfor the paymentof thepurchaseprice
of suchproperty; (b) anypledgeof commercialgoodsto securedebt maturingnot
morethanoneyearafter its dateandto be paid outof the proceedsof saleof such
commercialgoods;or (c) any pledgeby the ReserveBank of India of any of its
assetsin the ordinary courseof its bankingbusinessto secureany indebtedness
maturing not more thanoneyear afterits date.

Section3.02. (a) The Guarantorandthe Bank shall cooperatefully to assure
that the purposesof the Loan will be accomplished. To that end,eachof them
shall furnish to the other all suchinformation as it shall reasonablyrequestwith
regardto thegeneralstatusof theLoan. On thepartof the Guarantor,suchinfor-
mationshall includeinformationwith respectto financialandeconomicconditions
in the territoriesof the Guarantorandtheinternationalbalanceof paymentsposi-
tion of the Guarantor.

(b) The Guarantorand the Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto thepurposesof the
Loan andthe maintenanceof the servicethereof. The Guarantorshallpromptly
inform the Bank of any conditionwhich interfereswith, or threatensto interfere
with, theaccomplishmentof the purposesof the Loan or the maintenanceof the
servicethereof.
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(c) The Guarantorshall affordall reasonableopportunityfor accreditedrepre-
sentativesof the Bankto visit anypart of the territoriesof the Guarantorfor pur-
posesrelatedto the Loan.

Section3.03. The principal of, and interestandother chargeson, the Loan
andtheBondsshallbepaidwithoutdeductionfor andfreefrom anytaxes(including
duties, feesor impositions) imposedunder the laws of the Guarantoror laws in
effectin its territories; provided,however,that the provisionsof this Sectionshall
not apply to taxation of, or dutiesor fees or impositionslevied upon, payments
underanyBondto aholderthereof other than theBank when suchBondis bene-
ficially ownedby an individual or corporateresidentof the Guarantor.

Section3.04. This GuaranteeAgreement,the Loan Agreement,the Trust
Deedandthe Bondsshallbe free from anytaxes(including duties,feesor imposi-
tions) that shall beimposedunderthe laws of the Guarantoror laws in effectin its
terrirorieson or in connectionwith the execution,issue, deliveryor registration
thereof.

Section3.05. The principal of, and interestand other chargeson, the Loan
andtheBondsshallbepaidfree from all restrictionsimposedunderthe laws of the
Guarantoror laws in effect in its territories.

Article IV

Section4.01. The Guarantorshallendorse,in accordancewith the provisions
of the Loan Agreementandof the Loan Regulations,its guaranteeon the Bonds
to be executedanddeliveredby the Borrower. A Secretaryto the Government
of India in the Ministry of Financeis designatedas the authorizedrepresentative
of the Guarantorfor the purposesof Section6.12 (b) of the LoanRegulations.

Article V

Section5.01. The following addressesare specifiedfor thepurposesof Section
8.01 of the LoanRegulations:

For the Guarantor

The Secretaryto the Governmentof India
Ministry of Finance
NewDelhi
India
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Alternative addressfor cablegramsandradiograms:

FinanceMinistry

New Delhi

For theBank:

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

Alternativeaddressfor cablegramsandradiograms

Intbafrad
Washington,D. C.

Section5.02. A Secretaryto the Governmentof India in the Ministry of
Financeis designatedfor the purposesof Section8.03 of the Loan Regulations.

IN WITNESS WHEREOF, the partieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis GuaranteeAgreementto be signedin
their respectivenamesanddeliveredin the District of Columbia,United Statesof
America, as of the dayandyear first abovewritten.

India

By G. L. MEHTA

AuthorizedRepresentative

InternationalBankfor ReconstructionandDevelopment:

ByEugeneR. BLACK

President

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEvELoPMENT

LOAN REGULATIONS NO 4, DATED 15 JUNE 1956

REGULATIONS APPLICABLE TO LOANS MADE BF THE BANE TO BORROWERS OTHER THAN

MEMBER GOVERNMENTS

[Not publishedherein. SeeUnited Nations,Treaty Series, Vol. 260, p. 376.]
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LOAN AGREEMENT
(SECONDINDIA N IRON AND STEELPROJECT)

AGREEMENT, datedDecember19, 1956,betweenINTERNATIoNAL BANK FOR RECON-
sTRUcTIoN AND DEVELOPMENT (hereinaftercalledthe Bank) and THE INDIAN IRoN AND
STEEL COMPANY, LIMITED, a companyduly incorporatedunder the laws of India (herein-
after called theBorrower).

WHEREAS (A) On December18, 1952,l the Bank granteda loan (hereinaftercalled
the first loan) to the Borrower of $ 31,500,000,or the equivalent thereof in Currencies
other than dollars, for the purposeof financing a project for the expansionand moderni-
zation of its productionfacilities;

(B) By the 1954TrustDeed(ashereinafterdefined),theBorrowercreated,assecurity
for the first loan, a first fixed mortgageupon the immovable propertiesto which it then
was or might thereafterbecomebeneficiallyentitled and a first floating chargeupon the
remainderof its undertaking and assets,including uncalled capital, which mortgageand
chargerank pan passuwith a mortgageand chargeconstituted by the 1937Trust Deed
(as hereinafter defined), securing the Borrower’s 43/4 % First Mortgage Debentures;

(C) Pursuantto powers reservedto it underthe 1937Trust Deed,the Borrower has
givennoticeof its intention to redeemon January1, 1957, in advanceof normal maturity,
all of the said 48/4 % First MorgageDebenturesthen outstanding;

(D) The Bank hasbeenrequestedto grant a second loan to the Borrower for the
purposeof financinga project for thefurtherexpansionandmodernizationof itsproduction
facilities

(E) The saidsecondloan is to beguaranteedasto paymentof principal, interestand
other chargesby the Guarantorupon the terms of a GuaranteeAgreement of evendate
herewith

2
and is to besecuredby a first fixed mortgageupon the immovableproperties

to which the Borrower is or may becomebeneficially entitled and a first floating charge
upon the remainderof the Borrower’s undertaking and assets,including uncalledcapital,
which mortgageand chargeareto rank pan ~assuwith the mortgageandchargeconstitut-
ed by the 1954 Trust Deed;

(F) The Borrower proposesshortly to enter into arrangementsfor the raisingof not
less than Rs. 35,000,000by the issuanceof ordinary sharecapital.

(G) By various instrumentsthe Borrower hascreatedin favor of the Presidentof
India and the State Bank of India certainmortgagesand chargesall of which rank sub-
sequentto the security createdby the 1954 Trust Deedand it is the intention that such
securitiesshouldbevariedso asto permit the security for thesaidsecondloanalsoto rank
in priority thereto.

Now THEREFORE, it is herebyagreedas follows:

1 UnitedNations,TreatySeries,Vol. 201, p. 241.
2 Seep. 76 of this volume.
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Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. Thepartiesto this LoanAgreementacceptall theprovisionsof Loan
RegulationsNo. 4of theBankdatedJune15, 1956,‘subject,however,to themodifications
thereof set forth in Schedule32 to this Agreement(saidLoan RegulationsNo. 4 as so
modified being hereinaftercalled the Loan Regulations),with the sameforce andeffect
asif theywerefully setforth herein.

Section1.02. Theterm “1937 Trust Deed” meanstheTrust DeeddatedMarch 12,
1937, madebetweentheBorrower and othersandthe Indian and General Investment
TrustLimited astrustees,securingthe 43/4 % FirstMortgageDebenturesof theBorrower,
and shall include any deedor instrument supplementalto the said Trust Deeddated
March 12, 1937.

The term“1954TrustDeed” meanstheTrustDeeddatedSeptember28, 1954, made
betweentheBorrower andBaring Brothers& Co., Limited (hereinaftercalled Barings),
as trustees,andotherssecuringmortgagebondsof the first loan in theprincipalamount
of $ 31,500,000,or the equivalent in other currencies,and (except where the context
otherwiserequires)shall includeany deedor instrumentsupplementalto thesaidTrust
DeeddatedSeptember28, 1954.

The term “Trust Deed” meansthe Trust Deedto be executedby the Borrower in
accordancewith the provisionsof Section5.03of this Agreementandshall include any
deedor instrumentsupplementalthereto.

The term “subsidiary” meansa companywhich is a subsidiaryof the Borrower

within the meaning of the Indian CompaniesAct 1956 (or any amendmentthereof).

Article II

THE LOAN

Section2.01. TheBankagreesto lend to theBorrower,on the termsandconditions
in this Agreementsetforthorreferredto, thesumof twentymillion dollars($ 20,000,000),
or theequivalentthereofin currenciesotherthandollars.

Section2.02. TheBankshall open a LoanAccount on its booksin thenameof the
Borrowerandshall credit to suchAccount theamountof theLoan. The amountof the
Loanmaybe withdrawn from theLoanAccount as providedin, andsubjectto therights
of cancellationandsuspensionsetforth in, the Loan Regulations;provided, however,
that,until theBorrowershall havecompliedwith theprovisionsof Sections5.03 and5.04
of this Agreementand until the Borrower shall have received,or made arrangements
satisfactoryto the Bank for receiving, in cashnot less than thirty-five million rupees
(Rs. 35,000,000)from the issuanceby it of newordinaryshares,no more than tile equiv-
alent of six million dollars ($ 6,000,000)shall be withdrawn from the Loan Account,
exceptas theBank mayotherwiseagree.

1 Seep. 82 of this volume.
* Seep 104 of this volume.
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Section2.03. TheBorrowershall payto theBanka commitmentchargeat the rate
of three-fourthsof onepercent (8/4 of 1 %) per annumon theprincipal amountof the
Loannot so withdrawn from time to time.

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

Section2.05. ExceptastheBankand theBorrowershall otherwiseagree,the charge
payablefor specialcommitmentsenteredinto by the Bankat therequestof theBorrower
pursuantto Section4.02of theLoanRegulationsshall beat the rateof one-halfof oneper
cent (1/z of 1 %) per annumon the principal amountof any suchspecialcommitments
outstandingfrom time to time.

Sectios2.06. Interestand otherchargesshall be payablesemi-annuallyon April 15
andOctober15 in eachyear.

Section2.07. TheBorrowershall repaytheprincipalof theLoan in accordancewith
the amortizationschedulesetforth in Schedule1 1 to this Agreement.

Article III

USE OF PROCEEDS OF THE LOAN

Section3.01. The Borrower shall apply the proceedsof the Loan exclusively to
financingthecost of goodsrequiredto carryout the Projectdescribedin Schedulc21to
this Agreement. Thespecificgoodsto befinancedout oftheproceedsof theLoanandthe
methodsandproceduresfor procurementof suchgoodsshallbe determinedby agreement
betweentheBankandtheBorrower,subjectto modificationby furtheragreementbetween
them.

Section3.02. TheBorrowershall causeall goodsfinancedout of theproceedsof the
Loanto beimportedinto the territoriesof theGuarantorandthereto beusedexclusively
in the carryingout of the Project.

Article IV

BoNDs

Section4.01. The Borrower shall executeand duly deliver Bonds (in registeredor
bearerform astheBank shall request)representingtheprincipal amountof the Loanof
the form, tenorandpurportprescribedin theTrust Deedandasprovidedtherebyand in
theLoan Regulations.

Section4.02. Except as the Bank and the Borrower shall otherwise agree, the
Borrowershall, againstpaymentby theBank of any amountto bewithdrawn from the
Loan Accountpursuantto Article II of this Agreement,executeanddeliver to or on the
orderof theBank, Bonds in the aggregateprincipal amount so paid,providedthat the
Bank may,at its option, requiretheBorrower,instead,within suchperiodnot less than

1 Seep. 102of this volume.
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60 daysafter thedateof any requestthereforastheBank shall specify in suchrequest,
to executeand deliver to or on the orderof theBank,Bonds in theaggregateprincipal
amountspecifiedin suchrequest,notexceeding,however,theaggregateprincipalamount
of theLoanwhichshall havebeenwithdrawnandshall beoutstandingandunpaidat the
dateof suchrequestandfor which Bonds shall not theretoforehavebeenso deliveredor
requested.

Section4.03. Any one of the Directorsfor the time beingof theBorrower andsuch
otherpersonor persons(actingjointly or severallyas maybespecified)as it mayappoint
in writing aredesignatedasauthorizedrepresentativesof theBorr”~werfor thepurposes
of Section6.12(a) of the Loan Regulations. Thesignatureof anysuchauthorizedrepre-
sentativeshall be countersignedby theManagingAgentsof theBorrowerso long as the
Articles of Associationof theBorrower shall so require.

Section4.04. TheBank andtheBorrowershall be at liberty to makesucharrange-
mentsastheymayfromtime to timemutually agreeasto procedurefor the issue,authen-
tication anddelivery of Bonds andsucharrangementsmaybe in additionto or in substi-
tution for anyof theprovisionsof this Agreementor of theLoan Regulations.

Article V

PARTICULAR COVENANTS

Section.5.01. (a) TheBorrower shall carry out the Projectwith due diligenceand
efficiency andin conformitywith soundengineeringandfinancial practices.

(b) The Borrower shall furnish to the Bank, promptly upon their preparation, the
plans, specificationsandconstructionschedulesfor the Project and any materialmodi-
ficationssubsequentlymadetherein, in suchdetail asthe Bank shall from tilne to time
request.

(c) The Borrower shall maintain recordsadequateto identify the goods financed
out of theproceedsof theLoan, to disclosetheusethereofin the Project,to record the
progressof the Project(including thecost thereof)andto reflect in accordancewith con-
sistently maintainedsoundaccountingpracticesthe financial condition and operations
of theBorrower; shall enabletheBank’srepresentativesto inspect theProject,thegoods
andanyrelevantrecordsanddocuments; andshall furnishto theBankall suchinformation
as the Bank shall reasonablyrequestconcerningtheexpenditureof theproceedsof the
Loan, theProject,thegoods,andthe financial condition andoperationsof heBorrower.

Section5.02. (a) TheBankandtheBorrower shall cooperatefully to assurethat the
purposesof the Loan will be accomplished. To that end, eachof them shall furnish to
the other all suchinformation as it shall reasonablyrequestwith regardto thegeneral
statusof theLoan.

(b) The Bank and the Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelating to thepurposesof theLoan andthe
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maintenanceof theservice thereof. TheBorrowershall promptlyinformtheBank of any
conditionwhich interfereswith, or threatensto interferewith, theaccomplishmentof the
purposesof theLoanorthemaintenanceof theservicethereof.

(c) TheBorrower shall causeeachof its subsidiaries(if any)to observeandperform
the obligationsof theBorrowerhereunderto theextentto which thesamemaybe appli-
cable theretoas though suchobligations were binding upon eachof suchsubsidiaries.

Section5.03. (a) The Borrower shall, as soon aspracticable,executeand deliver,
and shall causeall othernecessarypartiesto executeanddeliver, a Trust Deed,in favor
of Barings (or suchother trusteesas the Bank may nominate)to constitute by way of
security for the Loanand the Bonds (i) a first fixed mortgageupon all the immovable
propertiesto whichtheBorroweris nowor mayhereafterbecomebeneficiallyentitled and
(ii) a first floating chargeupon the remainderof theBorrower’sundertakingand assets
(including uncalled capital), suchmortgageand charge to rank pan passu in point of
securitywith themorgageandchargecreatedor to becreatedby or pursuantto the 1954
Trust Deed,but otherwisein priority to any other mortgage,chargeor lien upon any
of suchpropertiesor assets;provided, however, that the Borrower shall be entitled to
createor allowto remainoutstandingmortgagesor charges(specificor floating) ranking
in priority to thefloatingchargecreatedorto be createdundertheTrustDeedandsecuring
anyindebtednesstowardsbankersincurredin theordinarycourseof businessandmaturing
not more than oneyearafter the dateupon which it is originally incurred,theamount
of such indebtednessnot to exceedfifty million rupees (Rs. 50,000,000) in principal
amountat anyonetime outstanding.Such Trust Deedshall either be in form similar to
the 1954 Trust Deed(subjectto suchchangesastheBank andthe trusteesof theTrust
Deedmayreasonablyrequire),or shall beaTrust Deed(in suchform astheBankandthe
trusteesthereundermay reasonablyrequire) expressedto be supplementalto the 1954
TrustDeedandamendingthe 1954 TrustDeedin suchmannerthat the 1954 Trust Deed
andthe Trust Deedshall togetherconstitutesecurityboth for theLoan and theBonds
andfor the first loan andthebondsissuablethereunder.

(b) Subjectasaforesaid,the Borrower shall takeall necessarystepsandshall cause
all necessarypartiesto takeall necessarystepsto ensurethat all mortgages,chargesand
liens outstandingupon thepropertyand assetsto which it is beneficially entitled shall
bedischargedor be varied to the reasonablesatisfactionof theBank, andof the trustees
undertheTrustDeed,so asto ensurethat full effectmaybe givento the foregoingprovi-
sionsof this Section.

(c) TheBorrowershall obtain all necessaryconsentsfor thevalid executionanddeli-
veryof the Trust Deedandshall duly register,or causeto beregistered,theTrustDeed,
togetherwith suchother documentsas may be necessaryor proper in orderto render
the samefully effective in accordancewith its terms.

Section5.04. The Borrowershall,within six weeksafterthecompletionof all action
requiredto be taken pursuantto the provisions of the last precedingSection, furnish
evidencethereofsatisfactoryto theBank. As partof suchevidencethereshall be furnished
an opinionor opinionssatisfactoryto theBankof counselacceptableto theBankshowing
(a) that the Borrower andall otherpartiesto the TrustDeedpurportingthereunderto
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mortgageor chargeimmovableproperty or intereststherein have a goodand marketable
title to suchproperty; (b) that theTrust Deedhasbeenduly authorizedandexecutedand
deliveredon behalfof theBorrower and all othernecessarypartiestheretoandcreatesa
valid and effective mortageandchargesecuringthe Loan andthe Bonds andenjoying
priority in accordancewith its termsandthat no prior or ~ari passusecurity (other tl’Lan
asmentionedin the last precedingSection)existson any part of thepropertiesor assets
to whichtheBorroweris thenbeneficiallyentitled.

Section5.05. ExceptastheBankandtheBorrowershall otherwiseagree,theBorrow-
ershall not incur,andshall not permitany subsidiaryto incur, indebtednessif at thetime
and asa resultthereofthe consolidatedunimpairedcapital andsurplusof theBorrower
and its subsidiaries,would be lessthan the consolidatedindebtednessof theBorrower
andits subsidiaries.

For the purposesof andin making any calculationpursuantto this Section

(a) The term “indebtedness”shall not include commercialandtradeliabilities (including
in suchliabilities accruedliabilities to the Indian Iron andSteel Controllerbut not
including in suchliabilities obligationsto bankersor in respectof depositsaccepted
by theBorrower) incurredin the ordinary courseof businessandpayablenot more
than one yearafter thedateas of which suchcalculationis requiredto be madefor
thepurposesof this Section.

(b) There shall be includedin “capital andsurplus”,andexcludedfrom “indebtedness”,
theamountthen outstandingof theGovernmentadvanceprovidedfor in the Agree-
ment datedJuly 15, 1953, betweenthe Presidentof India andtheBorrower.

(c) Amounts in currencyother than currencyof the Guarantorshall be convertedinto
currencyof theGuarantorat suchrateas theBankmaydeterminefor suchothercur-
rencyon thedateonwhich theBorrowerproposesto incurthedebtin question.

(d) The term “consolidatedindebtedness”shall meanthe total amount of indebtedness
of theBorrower and all its subsidiaries(if any) excludingindebtednessowed by the
Borrowerto any subsidiaryor by any subsidiaryto theBorroweror to anyothersub-
sidiary.

(e) The term “capital andsurplus”shall meancapitalandsurplusdeterminedin accord-
ancewith soundaccountingprocedures.

(f) The term“consolidatedcapitalandsurplus”shall meanthe total capitalandsurplus
of theBorrowerandall its subsidiariesafterexcludingsuchitemsof capitalandsurplus
of theBorrower asshall representequity interestof theBorrower in any subsidiary
andafterexcludingsuchitemsof capitalandsurplusof anysubsidiaryasshall represent
equity interestof that subsidiaryin theBorrower or any othersubsidiary.

Section5.06. (a) TheBorrowershall at all timestakeall stepsnecessaryto maintain
its corporateexistenceandright to carry on operationsand shall, exceptas the Bank
may otherwiseagree,takeall stepsnecessaryto acquiresuch land, interestsin landand
pmpertiesand to acquire,maintain andrenewsuchrights, powers, privileges and fran-
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chises,asmay be necessaryor properfor the constructionandoperationof the Project
andtheconductof its business.

(b) TheBorrower shall carryon its operationsandconductits affairs in accordance
with soundbusiness,industrialand financialpracticesandshall operate,maintain,renew
andrepair its plants,machinery,equipmentandpropertyas requiredin accordancewith
soundengineeringpractices.

Section5.07. TheBorrower shall payor causeto be paid all taxesor fees, if any,
imposedunderthelawsof theGuarantoror lawsin effectin theterritoriesof theGuarantor
on or in connectionwith theexecution, issue, deliveryor registrationof this Agreement,
the GuaranteeAgreement,the Trust Deedor the Bonds, or the paymentof principal,
interestor otherchargesthereunder; provided,however,thattheprovisionsof this Section
shall not apply to taxationof, or feesupon,paymentsunderanyBondto aholderthereof
otherthan theBank whensuchBond is beneficiallyownedby an individual or corporate
residentof theGuarantor.

Section5.08. TheBorrower shall pay or causeto be paidall taxes,if any, imposed
underthe laws of theUnited Kingdom or underthe laws of thecountry or countriesin
whosecurrencythe Loan and the Bonds are payableor imposedunderlaws in effect
in the territorieseither of the United Kingdom or of suchcountry or countrieson or in
connectionwith the execution,issue, delivery or registration of the Loan Agreement,the
GuaranteeAgreement,the Trust Deedor the Bonds.

Section 5.09. Except as shall be otherwise agreed between the Bank and the
Borrower,the Borrowershall insureor causeto be insuredthe goods financedout of the
proceedsof the Loan againstrisks incidentto their purchaseand importation into the
territoriesof the Guarantor. Suchinsuranceshall beconsistentwith soundcommercial
practiceandshall be payablein dollarsor in thecurrencyin which thecost of thegoods
insuredthereundershall be payable.

Section 5.10. The Borrower shall not consentto any action taken at any meeting
of bondholdersor by written instrumentpursuantto the provisions of the 1954 Trust
Deedor of theTrustDeedwhichwould changethetermsof theBondsor adverselyaffect
theholdersthereofunlesstheBank shall haveexpressedin writing its approvalof such
actionor suchconsent.

Article VI

REMEDIES OF THE BANK

Section 6.01. (i) If anyeventspecifiedin paragraph(a), paragraph(b), paragraph(e)
or paragraph(/) of Section5.02 of theLoan Regulationsshall occurand shall continue
for a periodof thirty days,or (ii) if theeventspecifiedin paragraph(j) of Section 5.02
of theLoanRegulationsshall occur,or (iii) if anyeventspecifiedin paragraph(c) of Section
5.02of the LoanRegulationsshalloccurandshall continuefor a periodof sixty dayafter
noticethereofshall havebeengivenby theBankto theBorrower,thenat anysubsequent
time during thecontinuancethereof, the Bank, at its option, may declaretheprincipal
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of theLoan andof all the Bonds thenoutstandingto be due andpayableimmediately,
andupon any suchdeclarationsuchprincipalshall becomedueandpayableimmediately,
anythingin this Agreement,theTrustDeedor theBondsto thecontrarynotwithstanding.

Arude VII

EFFECTIVE DATE; TERMINATION

Section7.01. The following eventsarespecifiedasadditionalconditionsto theeffec-
tivenessof this Agreementwithin themeaningof Section9.01 (a) (ii) of theLoanRegula-
tions:

(a) ThePresidentof India andtheStateBankof Indiashallhaveagreed(inform satis-
factoryto theBank)to subordinatethesecuritiesheldby themrespectivelyto thesecurity
to be createdby or pursuantto theTrust Deed.

(b) The Borrower’s43/ % First MortgageDebenturesandthe securityconstituted
by the 1937 TrustDeedshall havebeenduly paid off and discharged(or arrangements
satisfactoryto theBank madetherefor) andall necessaryactionshall havebeentaken
to releasetheBorrower’spropertiesandassetsfrom any mortgageor chargecreatedby
or pursuantto the 1937 TrustDeed.

Section7.02. The following are specificdasadditionalmatters,within themeaning
of Section9.02(e) of theLoan Regulations,to be includedin theopinionor opinionsto be
furnishedto theBank:

(a) That theBorrower’s4 ~ % First MortgageDebenturesand the securityconsti-
tuted by the 1937Trust Deedhavebeenfully paid off anddischarged(or dueprovision
madetherefor)andthat all necessaryactionhasbeentakeneffectively to releasetheBor-
rower’s propertiesandassetsfrom any mortgageor chargecreatedby or pursuantto the
1937 Trust Deed.

(b) That the Borrower has full power and authority to constructand operatethe
Projectandhasall necessaryrightsandpowersin connectiontherewithandthat all acts,
consentsandapprovalsnecessarythereforhavebeenduly andvalidly performedorgiven.

Section7.03. A date90 daysafter the dateof this Agreementis herebyspecified
for thepurposesof Section9.04of theLoanRegulations.

Article VIII

MISCELLANEOUS

Section8.01. TheClosingDateshall be December31, 1959.

Section8.02. The following addressesarespecifiedfor thepurposesof Section8.01
of theLoan Regulations:
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For theBorrower:

The IndianIron andSteel Company,Limited
12 Mission Row
Calcutta, 1, India

Alternativeaddressfor cablegramsandradiograms:

Inisco
Calcutta

For theBank:

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

Alternativeaddressfor cablegramsandradiograms

Intbafrad

Washington,D.C.
IN WITNESS WHEREOF, the partieshereto,acting throughtheir representativesthere-

unto duly authorized,havecausedthis LoanAgreementto be signedin their respective
namesanddeliveredin theDistrict of Columbia,United Statesof America,asof theday
andyear first abovewritten.

InternationalBankfor ReconstructionandDevelopment:

By EugeneR. BLACK

President

The IndianIron andSteelCompany,Limited:

By BirenMOOKERJEE

AuthorizedRepresentative
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SCHEDULE I

AMORTIZATION SCHEDULE

Principal Amount I’rincipal Amount
Outstanding Outstanding

Payment After Each Payment After Each
of Principal Payment of Principal Payment

Date (expressed (expressedis Date (expressed (expressedin
PaymentDue in dollars)~ doltars)* PaymentDue in dollars)* dollars)*

Oct. 15, 1959 — $ 20,000,000 April 15, 1964 . $ 1,257,000 $ 9,728,000
April 15, 1960 $ 1,032,000 18,968,000 Oct. 15, 1964 . 1,289,000 8,439,000
Oct. 15, 1960 1,058,000 17,910,000 April 15, 1965 . 1,321,000 7,118,000
April 15, 1961 1,084,000 16,826,000 Oct. 15, 1965 . 1,354,000 5,764,000
Oct, 15, 1961 1,111,000 15,715,000 April 15, 1966 . 1,388,000 4,376,000
April 15, 1962 1,139,000 14,576,000 Oct. 15, 1966 . 1,423,000 2,953,000
Oct. 15,1962 1,167,000 13,409,000 April 15, 1967 . 1,458,000 1,495,000
April 15, 1963 1,197,000 12,212,000 Oct. 15, 1967 . 1,495,000 —

Oct. 15, 1963 1,227,000 10,985,000

* To theextentthat anypart of the Loan is repayablein a currencyother than dollars
(seeLoan Regulations,Section3.02), the figures in thesecolumnsrepresentdollar equivalents
determinedasfor purposesof withdrawal.

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesarespecified as the premiumspayableon repaymentin
advanceof maturityof anypart of theprincipalamountof theLoanpursuantto Section
2.05 (b) of theLoan Regulationsor on the redemptionof any Bondprior to its maturity
pursuantto Section6.16of the LoanRegulations;

Time of Prepaymentor Redemption Premium

Not morethan2 yearsbeforematurity h/~%
More than2 yearsbut not morethan4 yearsbeforematurity 1 %
More than4 yearsbut not morethan6 yearsbeforematurity 1 ~ %
More than6 yearsbut not morethan 8 yearsbeforematurity 3 1/4 %
More than8 yearsbeforematurity S %

SCHEDULE 2

DESCRIPTION OF PROJECT

The Projectconsistsof a programfor themodernizationandexpansionof theBor-
rower’sproductionfacilitiesatBurnpur. It is intendedto increasetheBorrower’sdesigned
capacityof finished and semi-finishedsteelproductsfrom 700,000to 800,000longton,,s
perannum.

TheProjectcomprises:

(i) the additionof two standsto the billet mill to permit the use of 9” x 9” billets
insteadof the7” >< 7” billets now used;

(ii)’ theadditionof onestandto the34-inchstructuralmill in orderto increasetheoutput
of railsandsectionsandto allow theproductionof wide flangebeamsup to 10” x 10”
andordinarybeamsup to 20” x 7”;
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(iii) the installationof a newbar mill havingan annualcapacityof 180,000long tons;

(iv) the installationof a 20,000kw steamturbine generatorandnecessaryboilers;
(v) theprovision of all necessaryauxiliary installations,equipmentandservices.

Theseworksareexpectedto becompletedby December1, 1959.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 4

For thepurposesof this Agreement the provisions of Loan Regulations No. 4 of the
Bank,datedJune15, 1956,shall bedeemedto bemodified asfollows:

(a) By the deletionof subparagraph(j) of Section5.02and the substitutiontherefor
of the following subparagraph,namely:

(j) If any lien securinganyloan from theBank, or securingany bonds issued
or issuablethereunder,shall becomeenforceable.”
(b) By thedeletionof Section6.01.

(c) By thedeletionof Section6.03.
(d) By the deletionin Sections6.05, 6.06 and6.10 of thewords“delivered pursuant

to anyrequestunderSection6.03” andof the words“in suchrequest”,wherethosewords
severallyoccur.

(e) Section6,07 iS amendedto readasfollows:

“SECTION 6.07. Form of Bonds. (a) The Bonds shall be fully registeredbonds
without coupons(hereinaftersometimescalledregisteredBonds)orbearerbondswith
coupons for semi-annual interest attached(hereinaftersometimescalled coupon
Bonds). Bonds delivered to the Bank shall beregisteredBondsor couponBonds in
suchtemporaryor definitive form (authorizedby theTrustDeed)as theBank shall
request.RegisteredBondsandcouponBonds payablein dollarsandthecouponsat-
tachedtheretoshall besubstantiallyin the forms respectivelysetforth in theTrust
Deed.Bondspayablein any currencyotherthan dollarsshall besubstantiallyin the
formsrespectivelysetforth in theTrust Deed,asthe casemaybe, exceptthat they
shall (a) provide for paymentof principal, interestand premiumon redemption,if
any, in suchothercurrency, (b) provide for suchplaceof paymentastheBank shall
specify, and (c) ContainsuchothermodificationsastheBankshall reasonablyrequest
in orderto conform to the lawsor to the financial usageof theplacewheretheyare
payable.

“(b) Notwithstanding any other provision of the Loan Agreementor these
Regulations,if the Bank shall so require, the Borrower shall executeand deliver
bondspursuantto Section4.02of theLoanAgreementbeforetheexecutionanddeliv-
ery of the Trust Deed. The provisionsof Section 6.07 of Loan RegulationsNo. 4
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of theBank, datedJune 15, 1956, but before modificationby subparagraph(a) of
this Section,shall applyto the form of any suchbonds,with appropriatechanges
thereinsatisfactoryto theBank, to provide for the exchangethereof,freeof costto
theBank,for Bonds of thesamerespectiveamounts,currenciesandmaturitiesissued
underthe Trust Deed,theLoanAgreementandtheseRegulations. All otherprovi-
sionsof theLoanAgreement,theGuaranteeAgreementandtheseRegulationsrelating
or referringto Bondsshall apply mutatismutandisto suchbondsexcept wheresuch
applicationwouldbe clearly inconsistentwith therequirementsof this subparagraph.

“(c) All Bonds shall havetheguaranteeof theGuarantorendorsedthereonsub-

stantially in the form setforth in Schedule3 to theseRegulations.”

(f) By theaddition at thebeginningof Section 6,09of thewordsfollowing, namely:
“ExceptastheBankandtheBorrowershall otherwiseagree,Bondsshall bedated

ashereinafterin this Sectionprovided.”

(g) By theaddition in Section6.11 of the following newsubsection,namely:

“(d) Subject to the provisionsof Sections6,05 and 6.06 of theseRegulations,
Bonds payablein any currencymaybe exchangedwithout chargeto the Bank for
Bonds of thesameor anequivalentaggregateprincipalamountpayablein thesame
or any other currencyor currenciesandhaving thesameor any othermaturity or
maturities. Forthe purposesof determiningthe equivalentof onecurrencyin terms
of anotherthevalueof eachshall beasdeterminedby the Bank.”

(h) By the deletionof Section6.18.

(i) By theaddition in Section7.01, afterthe words “GuaranteeAgreement”where
thosewordsoccur, of thewords “, theTrustDeed”.

(f) By thedeletionof subparagraphs(b) to (/) inclusive and (j) of Section7.04 and

thesubstitutionthereforof the following subparagraphs,namely:
“(b) The partiesto sucharbitrationshall betheBank, the Borrower and the

Guarantor.

“(c) TheArbitral Tribunal shall consist of threearbitrators, eachto be agreed
uponby thepartiesor, if andto theextentto whichtheyshallnotagree,to beappoint-
ed by the Presidentof the InternationalCourtof Justiceor, failing appointmentby
him, by the Secretary-Generalof theUnited Nations. In caseany arbitratorshall
resign, die or becomeunableto act, a successorarbitrator shall be selectedor ap-
pointed in thesamemanneras hereinprescribedfor theselectionor appointmentof
theoriginalarbitrator andsuchsuccessorshall haveall thepowersanddutiesof such
originalarbitrator.

“(d) An arbitration proceedingmay be instituted under this Section upon
notice by the party instituting suchproceedingto the other parties. Such notice
shall containa statementsettingforth the natureof the controversyor claim to be
submittedto arbitrationandthenatureof thereliefsought.

“(e) If, within 60 daysafter thegiving of suchnotice instituting thearbitration
proceeding,the parties shall not have agreed upon the three arbitrators, any
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party may requestsuch appointment as is provided for in paragraph(c) of this
Section.

“(f) The Arbitral Tribunal shall determinewhereand when it shall convene
andsit.

“(j) Theprovisionsfor arbitrationsetforth in this Sectionshall be in lieu of any
other procedurefor the determinationof controversiesbetweenthe partiesunder
the Loan Agreementand GuaranteeAgreementor any claim by any such party
against any other such party arising thereunderprovided, however, that nothing
hereinshallbedeemedto precludeanyofthesaidpartiesform exercising,or instituting
anylegal orequitableactionto enforce,any right orclaim arisingout of or pursuant
to theTrust Deedor theBonds,andsubmissionto arbitrationhereundershall not be
deemedto be aconditionprecedentor in any way to prejudicesuchexerciseor other
enforcementof any suchright or claim.”

(It) By thedeletion in Section7.04 (i) of the words“Bank on theone sideandthe
BorrowerandGuarantorontheother.”,andthesubstitutionthereforof theword “parties”.

(1) By thedeletionof paragraph6 of Section 10.01 and thesubstitutionthereforof
the following newparagraph,namely:

“6. The term ~Borrower’meanstheparty to theLoan Agreementto which the
Loan is made; and the term ‘Guarantor’ meansIndia, acting by its President.”

(se) By the deletionof paragraph10 of Section 10.01 and the substitutiontherefor
of the following newparagraph,namely:

‘~Theterm ‘Bonds’ meansBonds issuedandauthenticatedpursuantto theTrust
Deed (except asotherwiseprovided in Section 6,07 (b), with the guaranteeof the
Guarantorendorsedthereonasprovidedin theLoan Agreementand theGuarantee
Agreement.”

No. 4489


