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No. 4668. GUARANTEE AGREEMENT’ (MADRAS PORT
PROJECT) BETWEEN INDIA AND THE INTERNA-
TIONAL BANK FOR RECONSTRUCTIONAND DEVEL-
OPMENT. SIGNED AT WASHINGTON, ON 25 JUNE
1958

AGREEMENT, datedJune25, 1958,betweenINDIA, actingby itsPresident
(hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT (hereinaftercalled the Bank).

WHEREAS by an agreementof even dateherewithbetweenthe Bank and
The Trusteesof the Port of Madras(hereinaftercalledthe Borrower), which
agreementandthe schedulesthereinreferredto arehereinaftercalledthe Loan
Agreement,2the Bank has agreedto maketo the Borrower a loan in various
currenciesequivalentto fourteen million dollars ($14,000,000),on the terms
andconditionssetforth in the Loan Agreement,butonly on conditionthat the
Guarantoragreeto guaranteethe obligationsof theBorrower in respectof such
loan as hereinafterprovided; and

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

Now THEREFORE the partiesheretoherebyagreeas follows:

Article I
Section1.01. The parties to this GuaranteeAgreement accept all the

provisionsof Loan RegulationsNo. 4 of theBank datedJune15, 1956,~subject,
however,to themodificationsthereofsetforth in Schedule3~to the Loan Agree-
ment (said Loan RegulationsNo. 4 as somodified being hereinaftercalledthe
Loan Regulations),with thesameforce andeffectas if they werefully set forth
herein.

Article II

Section2.01. Without limitation or restriction upon any of the other
covenantson its part in this Agreementcontained,the Guarantorherebyun-
conditionally guarantees,as primary obligor and not as surety merely, the due

1 Cameinto force on 2 October1958, upon notification by the Bankto the Governmentof
India.

2 Seep. 166 of this volume.
~Seep. 164 of this volume.
~ Seep. 178 of this volume.
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andpunctualpaymentof theprincipal of, and theinterestandotherchargeson,
the Loan, the principal of and intereston the Bonds,the premium, if any, on
the prepaymentof the Loan or the redemptionof the Bonds, andthe punctual
performanceof all the covenantsandagreementsof theBorrower, all assetforth
in the Loan Agreementand in the Bonds.

Section2.02. Without limitation or restriction upon the provisions of
Section2.01 of this Agreement,the Guarantorspecificallyundertakes,whenever
there is reasonablecauseto believethat the funds available to the Borrower
will be inadequateto meet theestimatedexpendituresrequiredfor carrying out
theProject,to makearrangements,satisfactoryto the Bank,promptlyto provide
the Borrower or causethe Borrower to be provided with such funds as are
neededto meet such expenditures.

Article III

Section3.01. It is the mutual intention of the Guarantorandthe Bank
that no other externaldebtshall enjoy any priority over the Loan by way of a
lien on governmentalassets. To that end, the Guarantorundertakesthat,
except as the Bank shall otherwiseagree, if any lien shall be createdon any
assetsof the Guarantoror of any of its political subdivisionsor of any agency
of the Guarantoror of any suchpolitical subdivisionassecurityfor any external
debt, such lien will ipsofacto equally and ratably securethe paymentof the
principal of, and interestandother chargeson, the Loan and the Bonds, and
that in the creationof anysuchlien expressprovisionwill be madeto that effect;
provided,however,that the foregoingprovisionsof this Sectionshallnotapply
to : (i) any lien createdon property, at the time of purchasethereof, solely as
securityfor thepaymentof the purchasepriceof suchproperty; (ii) any pledge
of commercialgoodsto securedebt maturing not more than oneyear after its
dateand to be paid out of the proceedsof saleof suchcommercialgoods; or
(iii) any pledgeby the ReserveBank of India of any of its assetsin theordinary
courseof its banking businessto secureany indebtednessmaturing not more
than oneyear after its date.

Section3.02. (a) The Guarantorand the Bank shall cooperatefully to
assurethat the purposesof the Loan will be accomplished. To that end,each
of them shall furnish to the other all such information as it shall reasonably
requestwith regard to the general statusof the Loan. On the part of the
Guarantor,suchinformation shall include information with respectto financial
and economicconditionsin the territories of the Guarantorand the interna-
tional balanceof paymentsposition of the Guarantor.
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(b) The Guarantorandthe Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelating to the purposes
of the Loan andthe maintenanceof the servicethereof. The Guarantorshall
promptly inform the Bank of any conditionwhich interfereswith, or threatens
to interferewith, the accomplishmentof the purposesoftheLoanor themainte-
nanceof the service thereof.

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

Section3.03. The principal of, and interest and other chargeson, the
Loan and the Bonds shall be paid without deduction for, andfree from, any
taxes (including duties, fees or impositions) imposedunder the laws of the
Guarantoror laws in effectin its territories; provided, however,that theprovi-
sionsof thisSectionshallnot applyto taxationof, or dutiesor feesor impositions
leviedupon,paymentsunderanyBondto aholder thereofother thanthe Bank
whensuchBondis beneficiallyownedby an individual or corporateresidentof
the Guarantor.

Section3.04. This Agreement,the Loan Agreementandthe Bondsshall
be free from any taxes (including duties, fees or impositions) that shall be
imposedunderthelaws of the Guarantoror laws in effect in its territorieson or
in connectionwith the execution,issue,delivery or registrationthereof.

Section3.05. The principal of, and interestand other chargeson, the
Loan andthe Bonds shallbe paid free from all restrictionsimposedunder the
laws of the Guarantoror laws in effect in its territories.

Article IV

Section4.01. The Guarantor shall endorse, in accordancewith the
provisionsof the Loan Regulations,its guaranteeon the Bondsto be executed
anddeliveredby theBorrower. A Secretaryto the Governmentof India in the
Ministry of Finance is designatedas the authorized representativeof the
Guarantorfor the purposesof Section6.12 (b) of the Loan Regulations.

Article V

Section5.01. The following addressesare specified for the purposesof
Section8.01 of the Loan Regulations:
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For the Guarantor:

TheSecretaryto the Governmentof India
Ministry of Finance
New Delhi
India
Alternativeaddressfor cablegramsand radiograms:

FinanceMinistry
New Delhi

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

Alternative addressfor cablegramsand radiograms:
Intbafrad
Washington,D. C.

Section5.02. A Secretaryto the Governmentof India in the Ministry of
Financeis designatedfor the purposesof Section 8.03 of the Loan Regulations.

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

India:
By HarishwarDAYAL

Authorized Representative

International Bank for Reconstructionand Development:
By DavidsonSOMMERS

Vice President

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 JUNE 1956

REGULATIONS APPLICABLE TO LoANs MADE BY THE BANK TO BoRnowREs OTHER THAN
MEMBER GovERNMENTs

[Not publishedherein. SeeUnitedNations,Treaty Series, Vol. 260, P. 376.]
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LOAN AGREEMENT (MADRASPORTPROJECT)

AGREEMENT, datedJune25, 1958,betweenINTERNATIONAL BANK FOR RECON-

STRUCTION AND DEVELOPMENT (hereinaftercalled the Bank)and THE TRUSTEESOF THE

PORT OF MAD1~S(hereinaftercalledthe Borrower).

Article I

LoAN REGULATIONS

Section1.01. The parties to this Loan Agreementacceptall the provisionsof
Loan RegulationsNo. 4 of the Bank datedJune15, 1956,’ subject, however, to the
modificationsthereofsetforth in Schedule32 to this Agreement(said Loan Regulations
No. 4as so modified beinghereinaftercalledtheLoan Regulations),with thesameforce
andeffect as if they werefully setforth herein.

Article II

Tire LoAN

Section2.01. TheBankagreesto lendtothe Borrower,on thetermsandconditions
in this Agreementsetforth or referredto, anamount in variouscurrenciesequivalentto
fourteenmillion dollars ($14,000,000).

Section2.02. The Bank shall opena Loan Accounton its booksin the nameof
theBorrower andshall credit to suchAccount theamount of theLoan. The amount
of the Loan may be withdrawnfrom theLoan Account as providedin, and subjectto
the rights of cancellationand suspensionsetforth in, theLoan Regulations.

Section2.03. The Borrower shall pay to the Banka commitmentchargeat the
rateof three-fourthsof onepercent(3/4 of 1%)perannumon theprincipalamountof the
Loan not so withdrawn from time to time. Suchcommitmentchargeshall accruefrom
adatesixty daysafterthe dateof thisAgreementtotherespectivedatesonwhichamounts
shall be withdrawn by theBorrower from theLoan Account as providedin Article IV
of theLoan Regulationsor shall be cancelledpursuantto Article V of theLoan Regula-
tions.

Section2.04. The Borrowershall payinterestat the rate of five andone-halfper
cent(51/2%) perannumontheprincipalamountof theLoan sowithdrawnandoutstand-
ing from time to time.

Section2.05. Except as the Bank and the Borrower shall otherwiseagree,the
chargepayablefor specialcommitmentsenteredinto by theBank at the requestof the
Borrower pursuantto Section4.02of theLoan Regulationsshall be at therate of one-
half of oneper cent (1/2 of 1%) perannumon theprincipal amountof anysuchspecial
commitmentsoutstandingfrom time to time.

Section2.06. Interestandotherchargesshall bepayablesemi-annuallyon April 1
andOctober1 in eachyear.

1 Seep. 164 of this volume.

Seep. 178of this volume.
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Section2.07. The Borrower shall repaythe principal of the Loan in accordance
with theamortizationschedulesetforth in Schedule1’ to this Agreement.

Article III

Usn OF PROCEEDS OF THE LOAN

Section3.01. The Borrower shall apply the proceedsof the Loan exclusivelyto
financingthe cost of goodsrequiredto carry out the Project describedin Schedule2~
to this Agreement. The specific goodsto be financedout of theproceedsof theLoan
and the methodsandproceduresfor procurementof suchgoodsshall be determinedby
agreementbetweentheBankand theBorrower,subjectto modification by furtheragree-
mentbetweenthem.

Section3.02. Except as shall be otherwiseagreedbetweenthe Bank and the
Borrower,the Borrowershall causeall goodsfinancedout of the proceedsof the Loan
to be imported into the territoriesof the Guarantorand thereto be usedexclusively
in thecarryingout of theProject.

Article IV
Bo~ns

Section4.01. The Borrower shall executeand deliver Bonds representingthe

principalamountof theLoan as providedin the Loan Regulations.

Section4.02. TheChairmanandtwo otherTrusteesof theBorroweraredesignated
as authorizedrepresentativesof the Borrower for thepurposesof Section6.12 (a) of the
Loan Regulations.

Article V
PARTICULAR COVENANTS

Section5.01. (a) The Borrower shall carry out the Project, and conduct its
operationswith duediligenceandefficiency and in conformity with soundengineering,
financialandbusinesspractices. -

(b) The Borrower shall furnishto the Bank, promptly upon their preparation,the
plansand specificationsand the constructionschedulefor the Projectandany material
modificationssubsequentlymadetherein, in suchdetail as theBank shall from time to
time reasonablyrequest.

(c) The Borrower shall maintain recordsadequateto identify the goods financed
out of theproceedsof the Loan, to disclosetheuse thereofin theProject, to recordthe
progressof the Project (including the cost thereof) and to reflect in accordancewith
consistentlymaintainedsoundaccountingpracticestheoperationsandfinancial condition
of the Borrower; shall enablethe Bank’s representativesto inspectits propertiesand
operationsincluding thesites,worksandconstructionincludedin theProject,thegoods
andanyrelevantrecordsanddocuments;andshall furnish to theBank all suchinforma-
tion as the Bank shall reasonablyrequestconcerningthe expenditureof theproceeds

1 See p. 174of this volume.
‘Seep. 176of this volume.
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of the Loan, andProject, the goods,and the operationsandfinancial condition of the
Borrower.

Section5.02. (a) The Bank and the Borrower shall cooperatefully to assurethat
thepurposesof the Loan will beaccomplished. To thatend,eachof themshall furnish
to theother all suchinformationas it shall reasonablyrequestwith regardto thegeneral
statusof theLoan.

(b) The Bank andthe Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelatingto thepurposesof theLoan andthe
maintenanceof theservicethereof. The Borrower shall promptly inform the Bank of
any condition which interfereswith, or threatensto interferewith, theaccomplishment
of thepurposesof theLoan or themaintenanceof theservicethereof.

Section 5.03. The Borrower undertakesthat, exceptas the Bank shall otherwise
agree,if any lien shall be createdon any assetsof theBorrower as securityfor anydebt,
such lien will zpsofacto equallyandratablysecurethepaymentof theprincipal of, and
interestandother chargeson, theLoan andtheBonds,and that in thecreationof any
such lien expressprovision will be made to that effect; provided, however, that the
foregoingprovisionsof this Sectionshall not applyto: (i) any lien createdon property
at the time of purchasethereof, solelyas securityfor thepaymentof thepurchaseprice
of suchproperty;(ii) anylien on commercialgoodsto secureadebtmaturingnot more
thanoneyearafterthe dateon which it is originally incurredandto be paid out of the
proceedsof saleof suchcommercialgoods;or (iii) anylien arisingin theordinarycourse
of bankingtransactionsandsecuringadebtmaturingnot more than oneyear after its
date.

Section5.04. The Borrowershall payor causeto bepaid all taxesor fees,if any,
imposedunderthelawsof theGuarantoror lawsin effectin theterritoriesof theGuarantor
on or in connectionwith theexecution,issue,delivery or registrationof this Agreement,
the GuaranteeAgreementor the Bonds, or the paymentof principal, interestor other
chargesthereunder;provided,however,thattheprovisionsof this Sectionshall not apply
to taxationof, or feesupon, paymentsunderanyBondto aholderthereofotherthanthe
Bank whensuch Bond is beneficiallyownedby an individual or corporateresidentof
the Guarantor.

Section5.05. The Borrower shall pay or causeto be paid all taxesand fees, if
any, imposedunderthe laws of the countryor countriesin whosecurrencythe Loan
andtheBonds arepayableor lawsin effect in the territoriesof suchcountryor countries
on or in connectionwith theexecution,issue,delivery or registrationof this Agreement,
the GuaranteeAgreement’or the Bonds.

Article VI
REMEDIES OF THE BANK

Section6.01. (i) If any eventspecified in paragraph(a), paragraph(b), paragraph
(e) orparagraph(f) of Section5.02 of theLoan Regulationsshall occurandshall continue

1 Seep. 158 of this volume.
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for a periodof thirty days,or (ii) if anyeventspecifiedin paragraph(c) of Section5.02
of the Loan Regulationsshall occur andshall continuefor a periodof sixty daysafter
noticethereofshallhavebeengivenby theBank to theBorrower,thenat any subsequent
time during thecontinuancethereof,the Bank, at its option, may declarethe principal
of theLoan andof all theBonds thenoutstandingto be due andpayableimmediately,
anduponanysuchdeclarationsuchprincipalshall becomedueandpayableimmediately,
anything in this Agreementor in the Bondsto thecontrarynotwithstanding.

Article VII

EFFECTIVE DATE; TERMINATION

Section 7.01. Thefollowingisspecifiedasanadditionalmatter,within themeaning
of Section9.02 (e) of the Loan Regulations,to be includedin theopinion or opinionsto
be furnishedto theBank: that theBorrower hasfull power andauthorityto construct
andoperatetheProject and that, exceptas statedin suchopinion, all acts, consents,
sanctionsand approvalsnecessarytherefor, havebeenduly and validly performedor
given.

Section 7.02. A dateninetydaysafterthedateof this Agreementis herebyspecified
for the purposesof Section9.04 of the Loan Regulations.

Article VIII

MISCELLANEOUS

Section8.01. The ClosingDateshall be June30, 1962.

Section 8.02. Thefollowingaddressesarespecifiedfor thepurposesof Section8.01
of the Loan Regulations:

For the Borrower:
TheTrusteesof thePort of Madras
Madras
India

Alternativeaddressfor cablegramsandradiograms:

Portrust
Madras

For the Bank:
InternationalBank for ReconstructionandDevelopment

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

Alternative addressfor cablegramsandradiograms:
~Intbafrad
Washington,D. C.
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IN WITNESS WHEREOF, thepartieshereto,actingthroughtheir representativesthere-
unto duly authorized,havecausedthis LoanAgreementto beexecutedin their respective
names,andto be deliveredin the District of Columbia, United Statesof America, as
of the day andyear first abovewritten.

International Bank for Reconstructionand Development:
By Davidson SOMMERS

Vice President

The Trusteesof thePort of Madras:

By K. N. SRINIvASAN
Chairman

M. V. ARUNACHALAM
Trustee

P. LAKSHMIPATHY NAIDU
Trustee

[SEAL]

SCHEDULE 1

AMORTIZATION SCHEDULE

Date

PaymentDue

April 1, 1963
October1, 1963
April 1, 1964
October1, 1964
April 1, 1965
October1, 1965
April 1, 1966
October1, 1966
April 1, 1967
October1, 1967
April 1, 1968
October1, 1968
April 1, 1969
October1, 1969
April 1, 1970
October1, 1970

Payment
of Principal

(expressed
in dollars)*

$292,000
300,000
308,000
317,000
325,000
334,000
344,000
353,000
363,000
373,000
383,000
394,000
404,000
415,000
427,000
439,000

Date

PaymentDue

April 1, 1971
October1, 1971
April 1, 1972
October1, 1972
April 1, 1973
October1, 1973
April 1, 1974
October1, 1974
April 1, 1975
October1, 1975
April 1, 1976
October1, 1976
April 1, 1977
October1, 1977
April 1, 1978

Payment
of Principal

(expressed
in dollars) *
$451,000
463,000
476,000
489,000
502,000
516,000
530,000
545,000
560,000
575,000
591,000
607,000
624,000
641,000
659,000

* To the extentthat anypart of the Loan is repayablein a currencyother than dollars(see
Loan Regulations,Section3.02),thefigures in this column representdollar equivalentsdetermined
asfor purposesof withdrawal.
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PREMIUMS ON PREPAYMENT ~ REDEMPTION

The following percentagesarespecifiedas thepremiumspayableon repaymentin
advanceof maturity of anypartof theprincipalamountof theLoanpursuantto Section
2.05 (b) of theLoan Regulationsor on the redemptionof any Bondprior to its maturity
pursuantto Section6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premium

Not morethan3 yearsbeforematurity 1/~of 1%
More than3 yearsbut not morethan6 yearsbeforematurity 1 34%
More than6 yearsbut not morethan11 yearsbeforematurity 234%
More than 11 yearsbutnot morethan 16 yearsbeforematurity 334%
More than 16 yearsbutnot morethan 18 yearsbeforematurity 434%
More than 18 yearsbeforematurity 5 i/

2
%

SCHEDULE 2

DESCRIPTIONOF PROJECT

TheProjectconsistsof aprogramfor theimprovement,modernizationandexpansion
of the facilities of the Port of Madras,as part of India’s SecondFiveYearPlan. It is
estimatedto involve expendituresin Indian currencyandforeign exchange,after April
1, 1957,amountingto theequivalentof about$32.5million andcomprisesthe following
main items:

1. Improvementof existinggeneralcargo berths
The berthat the North Quaywill be widened andstrengthenedanda combined

passengerstationand transit shedwill be built thereon. Two deterioratedjetty berths
at the South Quay will be reconstructed,with railway connectionsand a new transit
shed. Mechanicalcargo-handlinggear will be provided for use at these and other
existing generalcargoberths.

2. Constructionofa new coalberthand a new ore berthandancillary works andequipment

Two newberthswill beconstructedin thesoutheastpartof theharborbasin,onefor
unloadingcoalandonefor loading ores. They will be connectedby railway lines with
newcoalandore yards alongthesouthforeshore,andmodernmechanicalequipmentfor
handling thecoal and oreswill be provided.

3. Wetdockscheme
a) A newwet dock will be constructedsouthof theharborbasin. The work to be

donewill includenecessaryexcavation,quaywalls of concretecaissonconstructionfor
six berthswith provisionsfor water, electric andfire-fighting services,andatemporary
steel-sheetpilebulkheadacrossthesouthernendof thedock.
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b) Transitshedswill beconstructedat two berths,andadequatecranesandmechan-
ical handling equipmentwill be provided for the efficient working of the two berths
and their sheds.

c) A movablebridge will be constructedacrosstheentranceto thewet dock.
ci) An existingwarehousewill be reconstructedto anew alignmentmadenecessary

by thewet dockconstruction.

4. Remodelingboatbasin
The existing boatbasinwill be enlargedandpartly realigned,anda movablefoot-

bridgewill be provided acrossits entrance. - -

5. Newmarshallingyard and railway equipment
A new marshalling yard for both broad-gaugeand meter-gaugewagonswill be

constructedwith protectivestoragefacilities for railway equipmentandlights for night
working. Additional shunting locomotives, wagons,and other miscellaneousrailway
equipmentwill be provided.

6. Improvementsto workshops
Existing shopsfor themaintenanceandrepairof theBorrower’smechanicalequip-

ment, railway equipmentandfloating craft will be extendedand additionalplant and
machinery installed.

7. Improvedelectricity supply
Thepresent5 kv systemwill be convertedto an 11 kv system,andimprovements

will be madeto the lighting systemsat existingberthsandyards.

8. Miscellaneousbuildings
a) A new administrativeoffice building will be constructedand atransit shedwill

beerectedat thesite of thepresentoffices.
b) A new warehouse,housing for lower-paid employees,a new hospitalfor port

workers, andmiscellaneousminor buildings, will be erected.

9. Floating craft
The following additional floating equipmentwill be acquired:

a) Onesuctionhopperdredgerwith a hoppercapacityof about1,500 tons.
b) Two tugs, onefitted with fire-fighting equipment.
c) Onefloating crane.
d) Six small barges.
e) Onewaterbarge.
f) Onesmall dredger. -

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 4

For thepurposesof this Agreementtheprovisionsof Loan RegulationsNo. 4 of the
Bank, datedJune15, 1956,shall be deemedto be modified as follows:

(a) by thedeletionof Section2.02.
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(b) Paragraph6 of Section10.01 is amendedto readas follows:

“6. The term ‘Borrower’ meanstheparty to theLoan Agreementto which
theLoanis made;andthe term’ Guarantor‘ meansIndia, actingby its President.”

(c) The secondsentenceof Section7.02 is amendedto readas follows:
“Suchobligationsshall not be subjectto anyprior noticeto, demandupon or

actionagainsttheBorroweror to anyprior noticeto or demanduponthe Guarantor
with regardto anydefaultby theBorrower,andshall not beimpairedby anyof the
following: any extensionof time, forbearanceor concessiongivento theBorrower;
anyassertionof, orfailure to assert,or delayin asserting,anyright, poweror remedy
againsttheBorrower or in respectof anysecurityfor theLoan; anymodificationor
amplificationof theprovisionsof theLoan Agreementcontemplatedby the terms
thereof; any modificationor amplification of any other documentrelated to the
Loanor relatedto anysecuritytherefor;anyfailure of theBorrower to comply with
anyrequirementof any law, regulationor orderof theGuarantoror of anypolitical
subdivisionor agencyof the Guarantor.”
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