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No. 4664. LOAN AGREEMENT’ (GRANDPASSTHERMAL
PROJECT)BETWEEN THE GOVERNMENT OF CEYLON
AND THE INTERNATIONAL BANK FORRECONSTRUC-
TION AND DEVELOPMENT. SIGNED AT WASHING-
TON, ON 17 SEPTEMBER 1958

AGREEMENT, dated September17, 1958, between GOVERNMENT OF

CEYLON (hereinafter called the Borrower) and INTERNATIONAL BANK FOR
RECONSTRUCTIONAND DEVELOPMENT (hereinaftercalledthe Bank).

WHEREASby a Loan AgreementdatedJuly 9, 1954,2 betweenthe Borrower
andthe Bank (hereinaftercalled the First Loan Agreement),the Bank made a
loan to the Borrower for the purposeof financingthe foreign exchangecostsof
a project forming part of an electricpower schemein Ceylon; and

WHEREAS the Borrower has requestedthe Bank to assist in financing a
further part of suchscheme;

Now THEREFORE, the partiesheretoagreeas follows:

Article I

LOAN REGULATIONS; SPECIAL DEFINITION

Section1.OL The partiesto this LoanAgreementacceptall theprovisions
of Loan RegulationsNo. 3 of the Bank datedJune15, 1956,~subject,however,
to the modifications thereof set forth in Schedule33 to this Agreement(said
Loan RegulationsNo, 3 as so modified being hereinafter called the Loan
Regulations),with thesameforceandeffectasif theywerefully setforth herein.

Section1.02. For the purposesof this Agreement,whereverthe context
sopermits, theterm “Borrower” shallbe deemedto include Ceylon.

‘Came into force on 21 November1958, upon notification by the Bank to the Government
of Ceylon.

‘United Nations,Treaty Series,Vol. 198, p. 313.
‘Seep. 68 of this volume.
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Article II
THE LOAN

Section2.01. The Bank agreesto lendto the Borrower,on the termsand
conditionsin this Agreementsetforth orreferredto, anamountin variouscurren-
cies equivalentto sevenmillion four hundredthousanddollars ($7,400,000).

Section2.02. The Bank shall open a Loan Account on its books in the
nameof the Borrower andshall credit to suchAccountthe amountof the Loan.
The amountof the Loanmay bewithdrawnfrom theLoan Accountasprovided
in, andsubjectto therights of cancellationandsuspensionsetforth in, theLoan
Regulations;provided,however,that beforethe first withdrawalshallbe made
from theLoan Account,the Borrower shall furnish to theBank a certificateof a
competentauthority that the debt limitation provided in the Ceylon Develop-
ment LoansAct, No. 6 of 1954,as amended,hasnot beenexceeded.

Section2.03. The Borrower shall payto the Bank a commitmentcharge
at therateof three-fourthsof onepercent(3/4 of 1%)perannumon theprincipal
amountof the Loan not so withdrawn from time to time. Such commitment
chargeshallaccruefrom adatesixty daysafterthedateof this Agreementto the
respectivedateson which amountsshall be withdrawn by the Borrower from
the Loan Account as provided in Article IV of the Loan Regulationsor shall
be cancelledpursuantto Article V of the Loan Regulations.

Section2.04. The Borrower shall pay interest at the rate of five and
three-eighthspercent (5 3/~%) perannumon the principal amountof the Loan
sowithdrawn andoutstandingfrom timeto time.

Section2.05. Exceptas the Borrower andthe Bank shallotherwiseagree,
the chargepayable for special commitmentsenteredinto by the Bank at the
requestof the Borrower pursuantto Section4.02 of the Loan Regulationsshall
beat the rateof one-halfof onepercent(~/~of 1%)perannumon the principal
amountof any suchspecialcommitmentsoutstandingfrom time to time.

Section2.06. Interest and other chargesshall be payablesemi-annually
on May 1 and November 1 in eachyear.

Section2.07. The Borrower shall repay the principal of the Loan in
accordancewith the amortization scheduleset 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 exclusively to financing the cost of goods required to carry out the

‘Seep. 64 of this volume.
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Project describedin Schedule21 to this Agreement. The specific goodsto be
financedout of the proceedsof the Loan andthe methodsand proceduresfor
procurementof suchgoodsshallbe determinedby agreementbetweenthe Bor-
rower andthe Bank,subjectto modification by further agreementbetweenthem.

Section3.02. The Borrower shall cause all goods financed out of the
proceedsof theLoan to be usedin the territoriesof the Borrower exclusivelyin
the carrying out of the Project.

Article IV
BONDS

Section4.01. The Borrower shallexecuteanddeliver Bondsrepresenting
the principal amount of the Loan asprovided in the Loan Regulations.

Section4.02. The Governor-Generalof the Island of Ceylon and such
personor personsas he shall appoint in writing are designatedas authorized
representativesof the Borrower for the purposesof Section 6.12 of the Loan
Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall causethe Project to be carriedout
and its electricity undertakingsto be managedandoperatedwith due diligence
andefficiencyand in conformity with soundengineeringandfinancialpractices.

(b) Exceptasshallbe otherwiseagreedbetweenthe Borrowerandthe Bank
in respectof any part of the Project, the Borrower shall employ or causethe
agency or entity which will carry out the Project to employ qualified and
competentengineeringconsultantsandcontractorsfor the carrying out of the
Project.

(c) The Borrower shall causeto be furnishedto the Bank, promptly upon
their preparation,the plansand specificationsfor the Project andany material
modificationssubsequentlymadetherein, in such detail as the Bank shall from
time to time request.

(d) The Borrowershallmaintainor causeto be maintainedrecordsadequate
to identify the goodsfinancedoutof theproceedsof the Loan, to disclosethe use
thereofin the Project,and to recordthe progressof the Project (including the
cost thereof) and to reflect in accordancewith consistentlymaintainedsound
accountingpracticesthe operationsand financial condition of the agency or
entity responsiblefor the constructionor operationof the Project or any part
thereof; shallenablethe Bank’srepresentativesto inspecttheProject, thegoods~

‘See p. 66 of thi~volume.

No. 4664



58 United Nations— Treaty Series 1959

the properties,equipmentand operationsof the agencyor entity responsible
for the constructionor operationof the Project or any part thereof, and any
relevantrecordsanddocuments;andshall furnish to theBank all suchinforma-
tion as the Bank shall reasonablyrequestconcerningthe expenditureof the
proceedsof the Loan, the Project, the goodsand the operationsandfinancial
conditionof the agencyor entity responsiblefor the constructionor operation
of the Projector any part thereof.

Section5.02. (a) The Borrower and the Bank shall cooperatefully to
assurethat the purposesof theLoan will be accomplished. To thatend,each
of them shall furnish to the otherall such information as it shall reasonably
requestwith regardto the generalstatus of the Loan. On the part of the
Borrower, suchinformation shall include information with respectto financial
iand economicconditionsin the territoriesof theBorrower andthe international
balanceof paymentsposition of the Borrower.

(b) The Borrower and the Bank shall from time to time exchangeviews
•through their representativeswith regardto mattersrelatingto the purposesof
the Loan and the maintenanceof the servicethereof. The Borrower shall
promptly inform the Bank of any conditionwhich interfereswith, or threatens
to interferewith, theaccomplishmentof the purposesof the Loan or the main-
tenanceof the servicethereof.

(c) The Borrower shall afford all reasonableopportunity for accredited
representativesof the Bankto visit anypart of theterritoriesof the Borrower for
purposesrelatedto the Loan.

Section5.03. It is the mutual intention of the Borrower and the Bank
that no other externaldebtshall enjoy any priority overthe Loan by way of a
lien on governmentalassets. To that end, the Borrower undertakesthat,
exceptasthe Bankshallotherwiseagree,if any lien shallbe createdon anyassets
of the Borrowerassecurityfor any externaldebt, suchlien will ipsofacto equally
and ratably secure the paymentof the principal of, and interest and other
chargeson, the Loan andthe Bonds, andthat in the creationof any suchlien
expressprovision will be made to that effect; provided, however, that the
foregoingprovisionsof this Section shall not apply to : (i) any lien createdon
property, at the time of purchasethereof,solelyas securityfor the paymentof
the purchasepriceof suchproperty; (ii) anylien on commercialgoodsto secure
adebt maturingnot morethan oneyearafter the dateon which it is originally
incurredandto be paid out of the proceedsof sale of suchcommercialgoods;
or (iii) anylien arising in theordinarycourseof bankingtransactionsandsecuring

~adebtmaturingnot morethanoneyear after its date.
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The term “assetsof the Borrower” as usedin this Sectionincludesassets
of the Borrower or of any of its political subdivisionsor of any agencyof the
Borrower or of any such political subdivision, including assetsof the Central
Bank of Ceylon.

Section5.04. 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 Borrower or laws in effect in its
territories;provided,however,that theprovisionsof this Sectionshallnot apply
to taxationof, or feesupon,paymentsunderanyBond to a holder thereofother
than the Bank when such Bond is beneficially owned by an individual or cor-
porateresidentof the Borrower.

Section 5.05. The Loan Agreementandthe Bondsshallbe free from any
taxesor fees that shall be imposedunder the laws of the Borrower or laws in
effect in its territorieson or in connectionwith the execution,issue,deliveryor
registrationthereof, andthe Borrower shall pay all such taxesandfees, if any,
imposedunderthe laws of the countryor countriesin whosecurrencytheLoan
and the Bonds are payable or laws in effect in the territories of such country
or countries.

Section5.06. The principal of, and interestand other chargeson, the
Loan andthe Bonds shallbe paid free from all restrictionsimposedunderthe
laws of the Borrower or laws in effectin its territories.

Section5.07. The Borrower shall satisfy the Bank that adequatearrange-
mentshavebeenmadeto insurethe goodsfinancedout of the proceedsof the
Loan againstrisksincident to their purchaseandimportationinto the territories
of the Borrower.

Section5.08. In the eventof the establishmentof an agency or entity to
carry out the Projector to operatethe electricity undertakingsnow administered
by the Borrower’s Departmentof Electrical Undertakings,the Borrower shall
takeall stepsnecessaryto ensurethat the establishmentof suchagencyor entity
andthe transferto it of any such electricity undertakingwill be on a basisnot
inconsistentwith the performanceof obligationsunder this Agreement.

Article VI

REMEDIES OF THE BANK

Section 6.01. (i) If any eventspecifiedin paragraph(a) or paragraph(b)
of Section 5.02 of the Loan Regulationsshall occur and shall continuefor a
periodof thirty days,or (ii) if anyeventspecifiedor referredto in Section6.01 of
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theFirst Loan Agreementshallhaveoccurredandshallhavecontinuedfor the
periodspecifiedtherein, or (iii) if any eventspecifiedin paragraph(c) of Section
5.02of theLoan Regulationsshalloccur andshallcontinuefor a periodof sixty
daysafternoticethereofshallhavebeengivenby theBankto theBorrower,then
at any subsequenttimeduring the continuancethereof, the Bank, at its option,
may declaretheprincipal of the Loan andof all the Bondsthen outstandingto
be dueandpayableimmediately,andupon any such declarationsuchprincipal
shall becomedueandpayableimmediately,anythingin this Agreementor in the
Bondsto thecontrarynotwithstanding.

Section 6.02. Forthepurposesof Section5.02(h) of theLoan Regulations,
thefollowing eventsarespecified: If thereshallhaveoccurredanyeventspecified
or referredto in Section6.01 of theFirst LoanAgreement.

Article VII

MISCELLANEOUS

Section7.01. TheClosingDateshallbe May 1, 1962.

Section7.02. A datesixty daysafter the dateof this Agreementis hereby
specifiedfor the purposesof Section 9.04 of the Loan Regulations.

Section7.03. The following addressesare specified for the purposesof

Section8.01 of the Loan Regulations:

For the Borrower:

Ministry of Finance
The Secretariat
Colombo 1, Ceylon

Alternativeaddressfor cablegramsandradiograms:

Secfin
Colombo,Ceylon

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

Alternative addressfor cablegramsand radiograms:

Intbafrad
Washington,D. C.
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Section7.04. TheGovernor-Generalof theIslandof Ceylonis designated
for the purposesof Section8.03 of theLoan Regulations.

IN WITNESS WHEREOF, thepartieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis LoanAgreementto besignedin their
respectivenamesand delivered in the District of Columbia, United Statesof
America, asof the day andyear first abovewritten.

Governor-General,Acting in the Name and on Behalf
of the Governmentof Ceylon:

By 0. E. GOONETILLEKE

Governor-Generalof the Island of Ceylon

International Bank for Reconstructionand Development:
By W. A. B. ILIFF

Vice President

SCHEDULE 1

AMORTIZATION SCHEDULE

Date

PaymentDue

November1, 1961
May 1, 1962
November 1, 1962
May 1, 1963
November1, 1963
May 1, 1964
November 1, 1964
May 1, 1965
November 1, 1965
May 1, 1966
November 1, 1966
May 1, 1967
November 1, 1967
May 1, 1968
November 1, 1968
May 1, 1969
November 1, 1969

Payment of
Principal
(expressed

in dollars) *

$136,000
140,000
143,000
147,000
151,000
155,000
159,000
164,000
168,000
173,000
177,000
182,000
187,000
192,000
197,000
202,000
208,000

Date

PaymentDue

May 1, 1970 .

November 1, 1970
May 1, 1971 .

November 1, 1971
May 1, 1972 .

November 1, 1972
May 1, 1973 .

November 1, 1973
May 1, 1974 .

November 1, 1974
May 1, 1975 .

November 1, 1975
May 1, 1976 .

November 1, 1976
May 1, 1977 . .

November 1, 1977
May 1, 1978 . .

Payment of
Principal
(expressed

in dollars) *

$213,000
219,000
225,000
231,000
237,000
243,000
250,000
257,000
264,000
271,000
278,000
285,000
293,000
301,000
309,000
317,000
326,000

* To the extent that any part of the Loan is repayable in a currency other than dollars (see
Loan Regulations,Section3.02), thefigures in this columnrepresentdollar equivalentsdetermined
asfor purposesof withdrawal.
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specifiedas the premiumspayableon repaymentin
advanceof maturityof anypartof theprincipal amountof the Loan pursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof anyBond prior to its maturity
pursuantto Section 6.16 of the Loan Regulations:

Time of Prepaymentor Redemption Presnium

Not morethan3 yearsbeforematurity % of 1%
More than3 yearsbut not morethan6 yearsbeforematurity
More than6 yearsbutnot morethan 11 yearsbeforematurity 2’/,%
More than 11 yearsbut notmore than16 yearsbeforematurity 38/,%
More than16 yearsbut notmorethan 18 yearsbefore maturity 4’/,%
Morethan 18 yearsbeforematurity

SCHEDULE 2

DESCRIPTION OFPROJECT

Grandpass Thermal Plant

Thesiteof theplant will be onthe left bankof the Kelani river in the northernpart
of Colombo.

Thepowerhousewill beabrickandsteelstructure. In additiontotheturbogenerator
room it will includea workshop,storerooms,a laboratoryandoffice space. The single
turbogeneratorunit will havea capacityof 25,000kw andwill be designedto operate
at apressureof about900 p.s.i.andat atemperatureof about900°F. It will beequipped
with regenerativefeed heating, surfacecondenserand necessaryauxiliary equipment.
The singleboiler will be of the outdoortype anddesignedto produce250,000pounds
of steamperhour. It will befired by oil fuel.

Coolingwaterwill be drawnfrom the Kelani river througha culvert approximately
1,100 feet long anddischargedagainthrougha secondculvertapproximately1,400feet
long.

Feedwaterwill be drawnfrom thecity mains. Suitablewatertreatmentplantand
storagetankswill be provided.

Oil fuel will be delivered to the site through branch-offsfrom the existing dual
pipeline connectingthe oil harborwith the main storagetanksat Kolonnawa. Two
storagetanks,eachwith a capacityof 4,000tons, andtwo servicetankswill beprovided.

One32 MVA, 11/132kv 3-phasetransformerwill be installedin the outdoorsub-
station,which will be equippedwith necessaryswitchgear,control equipmentandaux-
iliaries.

TransmissionLine and Distribution

A 132 kv transmissionline about1.5 miles longwill be constructedto connectthe
Grandpassthermal plant with the existing substationat Kolonnawa, which will be
expandedby installationof a third30 MVA, 132/33kv, 3-phasetransformerwith associat-
ed switchgear.
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The 33 kv networkwill be extendedby construction of approximately178 miles
of transmissionlines and installationof about200 transformers. The distributionnet-
workin Colombowill bereinforcedby the laying of additional33 kv and 11 kv cablesand
installation of switchboardsand distributors.

It is expectedthat constructionof all parts of the Project will be completedby
February1962.

SCHEDULE 3

MODIFICATIONS OF Lo~REGULATIONSNo. 3

For the purposesof this Agreementthe provisionsof Loan RegulationsNo. 3 of
the Bank, datedJune15, 1956,shall be deemedto bemodified as follows:

Section 2.02 shall be deleted.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 3, DATED 15 JUNE 1956

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO MEMBER GOVERNMENTS

[Not publishedherein. See UnitedNationr, Treaty Series,Vol. 280,p. 302.]
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