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No. 4670. GUARANTEE AGREEMENT’ (KOBE STEEL
PROJECT) BETWEEN JAPAN AND THE INTERNA-
TIONAL BANK FOR RECONSTRUCTIONAND DEVEL-
OPMENT. SIGNED AT WASHINGTON, ON 18 AUGUST
1958

AGREEMENT, datedAugust 18, 1958, betweenJAPAN (hereinaftercalled
the Guarantor)and INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOP-
MENT (hereinaftercalled the Bank).

WHEREAS by an agreementof evendateherewithbetweenthe Bank and
The JapanDevelopmentBank (hereinaftercalledthe Borrower), which agree-
ment and the schedulestherein referred to are hereinaftercalled the Loan
Agreement,2the Bank has agreedto maketo the Borrower a loan in various
currenciesequivalent to ten million dollars ($10,000,000),on the terms and
conditions set forth in the Loan Agreement,but only on condition that the
Guarantoragreeto guaranteethe obligationsof the Borrower 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 THEREFOREthe partiesheretoherebyagreeas follows:

Article I

Section 1.01. The parties to this GuaranteeAgreement accept all the
provisionsof Loan RegulationsNo. 4 of the Bank datedJune15, 1956,~subject,
however, to the modifications thereof set forth in Schedule34 to the Loan
Agreement(saidLoan RegulationsNo. 4 as so modifiedbeing hereinaftercalled
the Loan Regulations),with the sameforce and effect as if they werefully set
forth herein.

Section 1.02. Wherever used in this GuaranteeAgreement,unless the
contextshallotherwiserequire,the severaltermsdefinedin the Loan Agreement
shall havethe respectivemeaningsthereinset forth.

1 Cameinto force on 10 October 1958,upon notification by theBank to the Governmentof
Japan.

Seep. 216 of this volume.
~ p. 214 of this volume.
‘p. 230 of this volume.
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Article II

Section2.01. Without limitation or restriction upon any of the other
covenantson its part in this Agreementcontained,the Guarantorherebyun-
conditionallyguarantees,asprimary obligor andnot assurety merely, the due
andpunctualpaymentof theprincipal of, andtheinterestandotherchargeson,
the Loan, the principal of andintereston the Bonds, andthe premium,if any,
on the prepaymentof the Loan or the redemptionof the Bonds,all as setforth
in the Loan Agreementand in the Bonds.

Article III

Section 3.01. It is the mutual intention of the Guarantorandthe Bank
thatno otherexternaldebtshallenjoy any priority over the Loan by way of lien
on governmentalassets. To that end, the Guarantorundertakesthat, except
as the Bank shallotherwiseagree,if anylien shallbe createdon any assetsof the
Guarantorassecurityfor any externaldebt, suchlien will ipsofacto equallyand
ratablysecurethepaymentof the principalof, andinterestandotherchargeson,
the Loan andthe Bonds,andthat in the creationof any suchlien expressprovi-
sion will bemadeto that effect;provided,however,that the foregoingprovisions
of this Sectionshallnot applyto: (i) anylien createdon property, at thetimeof
purchasethereof, solely as securityfor the paymentof the purchaseprice of
suchproperty; (ii) any lien on commercialgoodsto securea debtmaturingnot
more than one yearafter the dateon which it is originally incurred andto be
paid out of the proceedsof sale of such commercialgoods; or (iii) any lien
arising in the ordinarycourseof bankingtransactionsto securea debtmaturing
not morethanoneyearafterthedateon which it is originally incurred.

The term “ assetsof theGuarantor”asusedin this Sectionincludesassets
of the Guarantoror of any agencyof the Guarantor.

The Guarantorfurther undertakesthat, within the limits of its constitu-
tionalpowers,it will maketheforegoingundertakingeffectivewith respectto liens
on the assetsof any of its political subdivisionsand their agencies,including
local governingauthorities.

Section 3.02. (a) The Guarantorand the Bank shall cooperatefully to
assurethat thepurposesof the Loan will be accomplished. To that end,each
of them shall furnish to the other all such information as it shall reasonably
requestwith regardto the general statusof the Loan. On the part of the
Guarantor,suchinformation shall include information with respectto financial
and economicconditions in the territories of the Guarantorand the interna-
tional balanceof paymentsposition of the Guarantor.

(b) The Guarantorandthe Bank shall from time to time exchangeviews
throughtheir representativeswith regardto mattersrelatingto thepurposesof
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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 Loan or the main-
tenanceof the servicethereof.

(c) The Guarantorshall afford all reasonableopportunity for accredited
representativesof theBankto visit anypartof theterritoriesof the Guarantorfor
purposesrelatedto the Loan.

Section 3.03. The principal of, and interest and other chargeson, the
Loan andthe Bonds shall be paid without deductionfor, andfree from, any
taxesor feesimposedunderthe laws of the Guarantoror laws in effect in its
territories; provided, however, that the provisions of this Section shall not
apply to taxation of, or fees upon, paymentsunder any Bond to a holder
thereof other than the Bank when such Bond is beneficiallyownedby an indi-
vidual or corporateresidentof the Guarantor.

Section 3.04. This Agreement,the Loan Agreementandthe Bondsshall
be free from any taxesor fees that shall be imposedunder the laws of the
Guarantoror laws in effect in its territorieson or in connectionwith the execu-
tion, issue,deliveryor registrationthereof.

Section 3.05. The principal of, and interest and other chargeson, the
Loan andthe Bondsshall be paid free from all restrictionsimposedunderthe
laws of the Guarantoror laws in effect in its territories.

Section 3.06. The Guarantorwill not takeany actionwhichwould prevent
or interfere with the performanceby the Borrower of any of the covenants,
agreementsand obligationsof the Borrower in the Loan Agreementcontained
and will takeor causeto be takenall actionnecessaryor appropriateto enable
the Borrower to perform suchcovenants,agreementsandobligations.

Article IV

Section 4.01. The Guarantor shall endorse, in accordancewith the
provisionsof the Loan Regulations,its guaranteeon the Bondsto be executed
anddeliveredby the Borrower. The Minister of Financeof theGuarantorand
such personor personsas he shall designatein writing are designatedas the
authorizedrepresentativesof the Guarantorfor the purposesof Section6.12 (b)
of the Loan Regulations.

No. 4670
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Article V

Section 5.01. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations:

For the Guarantor:

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

Alternativeaddressfor cablegramsandradiograms:

Ministerof Finance
Okurasho,Tokyo

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

Alternative addressfor cablegramsand radiograms:

Intbafrad
Washington,D. C.

Section 5.02. The Minister of Financeof the Guarantor is designated
for 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,as of the day andyear first abovewritten.

Japan:
By Koichiro ASAI~I

Authorized Representative

InternationalBank for Reconstructionand Development:

By W. A. B. ILIFF
Vice President

No. 4670
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONSNo. 4, DATED 15 JUNE 1956

REGULATIONS APPLICABLE TO LoANs M~EBY THE BANK To BolutowERs OTHER THAN

MEMBER GOVERNMENTS

[Not publishedherein. SeeUnitedNations,Treaty Series,Vol. 260, p. 376.]

LETTER RELATING TO THE GUARANTEE AGREEMENT

EMBASSY OF JAPAN

WASHINGTON, D. C.

August18, 1958
InternationalBank for Reconstruction

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

LoanNo. 204JA

Gentlemen:

With referenceto the GuaranteeAgreementof evendate~betweenthe Government
of Japanandyour Bank, we havepleasurein confirmingthe following mattersof agreed
understandingbetweenus:

1. As regardsArticle III, Section3.01, that:
(a) thereis existinglegislationconsistentwith the JapaneseConstitutionwhich enables

the Governmentof Japanto control the external borrowings of its agencies,itS
political subdivisionsand their agencies,andof the Bank of Japanso as to oblige
them to obtain the consentof the Governmentof Japanto any externalborrowing
and to thetermsthereofwhetherasto securityor otherwise;

(b) the Governmentof Japanwill make the undertakingcontainedin Section 3.01
effectivewith respectto lienson theassetsof the Bankof Japan.

2. As regardsSection 3.06, that the Governmentof Japanwill not permit any
political subdivisionof Japanor any agencyof the Governmentof Japanor of any such
political subdivisionto takeany suchaction as is thereinreferredto.

Very truly yours,

Governmentof Japan:
By Koichiro AsAXAI

Authorized Representative

‘Seep. 206 ofthis volume.
No. 4670
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LOAN AGREEMENT (KOBESTEELPROJECT)~

AGREEMENT, datedAugust 18, 1958, betweenINTERNATIONAL BANK FOR RE-
CONSTRUCTION AND DEVELOPMENT (hereinaftercalledtheBank)and THE JAPAN DEVELOP-
MENT BANK (hereinaftercalledtheBorrower).

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. The parties to this Loan Agreementaccept all the provisions of
Loan RegulationsNo. 4 of the Bank datedJune15, 1956,~subject,however, to the
modificationsthereofset forth in Schedule32 to this Agreement(saidLoan Regulations
No. 4 asso modifiedbeinghereinaftercalledthe Loan Regulations),with the sameforce
andeffect as if theywere fully setforth herein.

Section1.02. Unlessthe contextshall otherwiserequire the following termsshall
havethe following meanings:

(a) The term “Kobe” meansKobe Steel Works, Ltd.
(b) The term “SubsidiaryLoan Agreement”meansthe Agreementbetweenthe

Borrower andKobe referredto in Section5.06 of this Agreement.

Article II

THE LOAN

Section2.01. The Bank agreesto lend to the Borrower,on the termsandcondi-
tions in this Agreementsetforth or referredto, an amount in variouscurrenciesequi-
valentto tenmillion dollars($10,000,000).

Section2.02. The Bankshall openaLoanAccounton its booksin thenameof the
Borrowerandshall credit to suchAccounttheamountof theLoan. Theamountof the
Loan may be withdrawn from theLoan Account as provided,and subjectto the rights
of cancellationandsuspensionsetforth, hereinand in the Loan Regulations.

Section2.03. TheBorrowershall beentitledto withdrawfrom theLoan Account,
in suchcurrenciesandatsuchtimesasshallbeagreedbetweentheBankandtheBorrower,
amountswhich shall havebeenexpended,or which areto be expended,on theProject.

Section2.04. The Borrower shall pay to the Bank a commitmentchargeat the
rateof three-fourthsof onepercent(3/4 of 1%)perannumontheprincipal amountof the
Loannot so withdrawn from time to time. Suchcommitmentchargeshall accruefrom
adatesixty daysafterthedateof thisAgreementto therespectivedatesonwhichamounts
shall be withdrawnby theBorrower from theLoan Account as providedhereinandin
Article IV of the Loan Regulationsor shall be cancelledpursuantto Article V of the
Loan Regulations.

Section2.05. The Borrowershall payinterestat the rateof five andthree-eighths
per cent(5 3/~%) per annumon theprincipalamountof theLoan so withdrawnandout-
standingfrom time to time.

‘p. 214of this volume.

~ p. 230 of this volume.
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Section2.06. Interestandother chargesshall be payablesemi-annuallyonFebru-
ary 1 andAugust 1 in eachyear.

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

Article III

USE OFPROCEEDSOF THE LOAN

Section3.01. The Borrower shall causethe proceedsof theLoan to be applied
to financingexpendituresrequiredto carry out theProjectdescribedin Schedule2~to
this Agreement.

Article IV

BONDS

Section4.01. The Borrower shall executeand deliver Bonds representingthe
principal amountof theLoanas providedin the LoanRegulations.

Section4.02. The Governorof the Borrower and suchpersonor personsas he
shall appoint in writing aredesignatedas authorizedrepresentativesof theBorrower for
thepurposesOf Section6.12 (a) of theLoan Regulations.

Article V

PARTICULAR Cov~TANTs

Section5.01. (a) The Borrower shall carry on its operationsand conduct its
affairs in accordancewith soundbusinessand financial practices.

(b) The Borrower shall exerciseits rights underthe SubsidiaryLoan Agreement
so as to causetheProjectto becarried outwith duediligenceandefficiency andin con-
formity with soundengineeringandfinancialpracticesandso as to causetheoperations
of Kobe to be carriedon in accordancewith sound businessand financial practices.

(c) The Borrower shall causeto be furnishedto the Bank, promptly upon their
preparation,theplans, specificationsandconstructionschedulesfor theProjectandany
materialmodificationssubsequentlymadetherein, in suchdetailas theBank shall from
time to time request.

(d) The Borrower shall maintain or causeto be maintainedrecordsadequateto
showtheapplicationof the proceedsof theLoan, to disclosecurrent total expenditures
on theProject,to recordtheprogressof theProject(including the costthereof)and to
reflectin accordancewith consistentlymaintainedsoundaccountingpracticesall trans-
actionsbetweentheBorrowerandKobeandtheoperationsandfinancial conditionof the
Borrowerandof Kobe;shall enableor takesuchstepsasmaybenecessaryto enablethe
Bank’s representativesto inspecttheProject,Kobe’s propertiesandanyrelevantrecords
anddocuments;andshall furnish,or causeto befurnished,to theBankall suchinforma-
tion as theBank shall reasonablyrequestconcerningtheexpenditureof theproceedsof

‘Seep. 226of this volume.
‘p. 228 of this volume.
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theLoan,theProject,all transactionsbetweentheBorrowerandKobeandtheoperations
andfinancial conditionof the Borrowerandof Kobe.

Section 5.02. (a) The Bank and the Borrower shall cooperatefully to assurethat
thepurposesof theLoanwill beaccomplished. To that end, eachof themshall furnish
to theotherall suchinformationasit shall reasonablyrequestwith regardto thegeneral
statusof the Loan.

(b) The Bank and the Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelatingto thepurposesof theLoan andthe
maintenanceof theservicethereof. The Borrowershall promptly informtheBankof any
conditionwhich interfereswith, or threatensto interferewith, the accomplishmentof
thepurposesof theLoan or themaintenanceof the servicethereof.

Section 5.03. The Borrower undertakesthat, except asthe Bank shall otherwise
agree,if anylien shall becreatedon any assetsof theBorrower as securityfor any debt,
suchlien will z~sofacto equally andratablysecurethepaymentof theprincipal of, and
interestand other chargeson, the Loan andthe Bonds,andthat in thecreationof any
suchlien expressprovisionwill be madeto thateffect; provided,however,that thefore-.
going provisionsof this Section shall not apply to: (i) any lien createdon property,
at thetime of purchasethereof,solely as securityfor thepaymentof thepurchaseprice
of suchproperty;(ii) anylien arising in the ordinarycourseof bankingtransactionsand
securinga debtmaturingnotmorethanoneyearafter its date.

Section 5.04. The Borrowershall payor causeto bepaid all taxesor fees,if any,
imposedunderthe lawsof theGuarantoror lawsineffectin theterritoriesof theGuarantor
on or in connectionwith the execution,issue,deliveryor registrationof thisAgreement,
the GuaranteeAgreement1or theBonds,or thepaymentof principal, interestor other
chargesthereunder;provided,however,thattheprovisionsof this Sectionshall notapply
to taxationof, or feesupon, paymentsunderanyBondto aholderthereofotherthanthe
BankwhensuchBondis beneficiallyownedby anindividual or corporateresidentof the
Guarantor.

Section5.05. The Borrower shall pay or causeto be paid all taxesand fees, if
any, imposedunderthelawsof thecountryor countriesin whosecurrencytheLoanand
the Bonds arepayableor laws in effect in the territoriesof suchcountry or countries
on or in connectionwith the execution,issue,deliveryor registrationof thisAgreement,
the GuaranteeAgreementor theBonds.

Section5.06. All moneyswithdrawn from theLoan Accountshall belent by the
BorrowertoKobe. Suchloan shallbemadeupontermswhich shallbesatisfactoryto the
Bank and be embodiedin a loan agreementbetweenthe Borrower and Kobe. This
SubsidiaryLoan Agreementshall provide (inter alia) that the Borrower shall receive
from Kobe, as securityfor its advancesto Kobethereunder,suchlien or liensas maybe
consistentwith the Borrower’sestablishedpractice.

‘Seep. 206 of this volume.
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Section5.07. ExceptastheBankshall otherwiseagree,theBorrowershall exercise
itsrightsundertheSubsidiaryLoanAgreementin suchmanneras to protecttheinterests
of the Borrower andtheBank; and(exceptas aforesaid)theBorrower shall not amend,
assign,abrogateor waive any provision of the SubsidiaryLoan Agreement;provided,
however,thattheagreementof theBankshall notberequiredin respectof thefollowing:

(a) theamendment,abrogationor waiver, or themaking of anyagreementor giving of
any consentin respectof any provision of theSubsidiaryLoan Agreementrelating
to (i) any guarantorthereunderor (ii) damagesfor non-performanceby Kobe;

(b) theamendmentor waiver, or themaking of anyagreementor giving of any consent
in respectof provisionsof the SubsidiaryLoan Agreementrelating to insuranceor
security; provided that such amendment,waiver or consentdoesnot affect such
provisionsof the SubsidiaryLoanAgreementin amannerwhichwould departfrom
theestablishedpracticesof theBorrower.

TheBorrowershall advisetheBankpromptly of anyactionor amendmenttakenin respect
of theSubsidiaryLoan Agreementpursuantto the provisionsof this Section.

Section5.08. It is themutual intention of theBorrower andtheBank that to the
extentthat Kobeshall prepaytheBorrower its indebtednessundertheSubsidiaryLoan
Agreement,the Borrower shall to a correspondinglyproportionateextent prepay the
Bank underthis Loan Agreement. Accordingly, unlessotherwiseagreedbetweenthe
Borrower andtheBank, if Kobe shall repayin advanceof maturity any part of its in-
debtednessto the Borrower undertheSubsidiaryLoanAgreement,thenthe Borrower
shall thereuponrepayto the Bank, in advanceof maturity, an amountbeingsuchpro-
portion of theprincipal amountof theLoan thenoutstandingastheamountso repaidto
the Borrower by Kobe bearsto the total principal amount owing by Kobe underthe
Subsidiary Loan Agreementimmediately prior to such repayment;provided that, in
computingany suchtotal principal amounts,thereshall be deductedany amountpaid,
contemporaneouslywith suchrepayment,in accordancewith theamortizationschedule
setforth in Schedule1 to this Agreement. To anyrepaymentby theBorrowerin accord-
ancewith this Section, all theprovisionsof theLoan Regulationsrelating to repayment
in advanceof maturityshall be applicable.

Article VI

REMEDIES OF THE BANK

Section 6.01. (i) If any eventspecifiedin paragraph(a), paragraph(b), paragraph
(e) orparagraph(f) of Section5.02of theLoan Regulationsshall occurandshall continue
for aperiodof thirty days,or (ii) if theeventspecifiedin Section6.02 of this Agreement
for thepurposesof Section5.02(j) of theLoan Regulationsshall occurandshallcontinue
for a periodof thirty daysor (iii) if any eventspecifiedin paragraph(c) of Section5.02
of theLoan Regulationsshall occurandshall continuefor a period of sixty days after
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noticethereofshall havebeengivenby theBankto theBorrower,thenat anysubsequent
time during the continuancethereof,the Bank, at its option, maydeclaretheprincipal
of theLoan andof all theBonds then outstandingto be dueandpayableimmediately,
anduponanysuchdeclarationsuchprincipalshall becomedueandpayableimmediately,
anything in this Agreementor in the Bonds to theContrary notwithstanding.

Section 6.02. For the purposesof Section 5.02 (j) of the Loan Regulationsthe
following additional event is specified,namely,if there shall haveoccurredany event
specifiedin Article 14 of theSubsidiaryLoan Agreementasaneventof default.

Article VII
EFFECTIVEDATE; TERMINATION

Section 7.01. The following event is specified as an additional condition to the
effectivenessof this Agreementwithin themeaningof Section9.01 (a) (ii) of theLoan
Regulations,namely, that the SubsidiaryLoan Agreement,in form satisfactoryto the
Bank, shall havebeenduly executedand delivered as betweenthepartiestheretoand
shall havebecomefully effective in accordancewith its terms.

Section 7.02. The following arespecifiedasadditionalmatters,within themeaning
of Section 9.02 (e) of theLoanRegulations,to beincludedin theopinionor opinionsto
be furnishedto the Bank:

(a) that Kobe has full power and authority to constructand operatetheProject
andhasall necessaryrightsandpowersin connectiontherewithandthatall acts,consents,
validations and approvalsnecessarytherefor havebeen duly and validly performedor
given;

(b) that the SubsidiaryLoan Agreementhasbeenduly authorizedor ratified by,
and executedand deliveredon behalf of, the Borrower and Kobe respectively,that all
acts,consents,validationsandapprovalsnecessaryunderthelaws of Japanto renderthe
SubsidiaryLoanAgreementvalid andeffective havebeenduly performedor given, and
that the SubsidiaryLoan Agreementconstitutesa valid and binding obligation of the
Borrower and Kobe respectivelyin accordancewith its terms.

Section 7.03. A date60 days after thedateof this Agreementis herebyspecified
for thepurposesof Section9.04 of theLoan Regulations.

Article VIII

MISCELLANEOUS

Section 8.01. The Closing Dateshall be September30, 1959.

Section 8.02. Thefollowing addressesarespecifiedfor thepurposesof Section8.01
of the Loan Regulations:

For the Borrower:
The JapanDevelopmentBank
8, 1-chomeMarunouchi
Chiyoda-ku
Tokyo, Japan

Alternative addressfor cablegramsand radiogramns:
Devebank
Tokyo
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For the Bank:
InternationalBank for ReconstructionandDevelopment
1818 H Street,N.W.
Washington25, D. C.
United Statesof America

Alternativeaddressfor cablegramsandradiograms:
Intbafrad

Washington,D. C.

INWITNESSWHEREOF,thepartieshereto,actingthroughtheirrepresentativesthereunto
duly authorized,have causedthis Loan Agreementto be signed in their respective
namesanddeliveredin the District of Columbia,United Statesof America, as of the
dayandyear first abovewritten.

InternationalBank for ReconstructionandDevelopment:
By W. A. B. ILIFF

Vice President

The JapanDevelopmentBank:
By ChiyozoY0SHI0KA

AuthorizedRepresentative

SCHEDULE 1

AMORTIZATION SCHEDULE

363,000

* To the extentthat anypart of the Loan is repayablein a currencyotherthan dollars (see
Loan Regulations,Section3.02),thefiguresin this columnrepresentdollar equivalentsdetermined
as for purposesof withdrawal.

Paymentof
Principal

Date (expressed
PaymentDue in dollars) *

August 1, 1960 $257,000
February1, 1961 264,000
August 1, 1961 271,000
February1, 1962 278,000
August 1, 1962 286,000
February1, 1963 293,000
August 1, 1963 301,000
February1, 1964 309,000
August 1, 1964 318,000
February1, 1965 326,000
August 1, 1965 335,000
February1, 1966 344,000
August 1, 1966 353,000
February1, 1967

Date

PaymentDue

August 1, 1967
February 1, 1968
August 1, 1968
February 1, 1969
August 1, 1969
February 1, 1970
August 1, 1970
February 1, 1971
August 1, 1971
February 1, 1972
August 1, 1972
February 1, 1973
August 1, 1973

P~ymentof
Principal

(expressed
in dollars) *

$372,000
382,000
393,000
403,000
414,000
425,000
437,000
448,000
460,000
473,000
485,000
498,000
512,000

No. 4670



228 United Nations— Treaty Series 1959

PREMIUMSONPREPAYMENTAND REDEMPTION

The following percentagesare specifiedas the premiumspayableon repaymentin
advanceof maturityof any part of the principalamountof theLoan pursuantto Section
2.05 (b) of the Loan Regulationsor on the redemptionof any Bondprior to its maturity
pursuantto Section6.16 of the Loan Regulations:

Timeof Prepaymentor Redemption Premium
Not more than3 yearsbeforematurity ~ of 1%
More than3 yearsbut notmore than6 yearsbeforematurity 2%
More than 6 yearsbut notmore than11 yearsbeforematurity 38/,%

More than 11 yearsbut not morethan 13 yearsbefore maturity 48/,%
More than13 yearsbeforematurity

SCHEDULE 2

DESCRIPTION OF PROJECT

The Project is part of a plan for the expansionof Kobe’s productionfacilities at
Nadahamaand Wakinohama,in the city of Kobe, which plan is designedto provide
Kobe with its own sourceof pig iron (288,000tonsperyear) and to increaseits annual
productivecapacityto about700,000tonsof ingotsteelandabout600,000tonsof saleable
products.

The Projectconsistsof the installationandoperationof a blast furnaceandrelated
facilities at NadahamaandWakinohama. It comprisesthefollowing:

Nadahama

LandProcurement and Reclamation:The purchaseof about 7.7 hectaresand the
reclamationof about 12.1 hectaresof land.

Harbor Facilities: The constructionof wharvesdesignedto receivecarriersup to
10,000tons.

Unloadingand TransportationEquipment:The constructionof unloadingfacilities,
the purchaseof necessarylocomotives,ladleand slag cars,and the constructionof the
requisiterailway trackand roads.

RawMaterial Yard: The constructionof stackersand loaders,the installation of
belt conveyorsand crushers.

SinteringPlant: The Constructionof a continuoustype sinteringplantwith a daily
capacityof 500 tons of sinter.

BlastFurnace:The constructionof a blast furnacewith a daily outputof 800 tons
of pig iron andof auxiliary facilities.

PowerPlant:Theinstallationof oneboiler,a 10,000kw toppressureturbogenerator,
two low pressureturbo generators,and two blowers.
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Wakinohama

SteelMakingPlant: Theinstallationof a 600-tonmixer and theremodellingof two
existing 45-ton open hearthfurnaces,and the additionof oneoxygengeneratingunit.

AncillaryFacilities atBothPlants:Theincreaseandremodellingof receivingpower
substationand distribution networkand the installation of all othernecessaryrelated
facilities.

It is expectedthat theProjectwill becompletedby July 1959.

SCHEDULE 3

MODIFICATIONS OF LOAN REGULATIONS No. 4

For the purposesof this Agreementthe provisionsof Loan RegulationsNo. 4 of
theBank, datedJune15, 1956, shall be deemed to be modified as follows:

(a) By the deletion of Section 2.02.

(b) By the additionto Section 3.05, at the end thereof, of the following sentence:
“If a withdrawal is applied for on accountof expendituresin the currency

of the Guarantor, the value of the currency of the Guarantor in terms of the currency
or currencies to be withdrawn shall be as reasonablydeterminedby the Bank.”

(c) By the deletion of Section 4.01 and the substitution therefor of the following
Section:

Withdrawalfrom the Loan Account. Except as shall be otherwise agreed
between the Bank and the Borrower, no withdrawals shall be made on account of
expenditures prior to September 1, 1957, or on account of expendituresin the
territoriesof anycountrywhich is not amemberof the Bankor for goodsproduced
in (including servicessuppliedfrom) suchterritories.~“

(d) Section4.03 is changedto readas follows:
“Application for withdrawal. When the Borrower shall desire to withdraw

any amount from the Loan Account, the Borrower shall deliver to the Bank a
written applicationIn suchform, and containingsuch statementsandagreements,
as the Bank shall reasonablyrequest. Since the rateat which Loan proceedsare
withdrawnaffectsthe costto the Bank of holding fundsat the Borrower’sdisposal,
applicationsfor withdrawalwith the necessarydocumentationas hereinafterin this
Article provided,shall, exceptas the Bank and the Borrowershall otherwiseagree,
be madepromptly in relation to expenditureson the Project.”

(e) By the addition,in paragraph12 of Section10.01, at theendthereofof thewords
“with the concurrenceof the Guarantor“.
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LETTER RELATING TO THE LOAN AGREEMENT

JAPAN DEVELOPMENT BANK
TOKYO, JAPAN

August18, 1958
InternationalBank for Reconstruction

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

Re: Kobe SteelWorks, Ltd.
Currenciesto Be Disbursed

Gentlemen:

Reference is made to the LoanAgreementof evendate1
between us providing for

a loan by the International Bank to The Japan Development Bank in various currencies
equivalent to $10 million and to the GuaranteeAgreementof the same date between
Japan and the International Bank.

Section 2.03 of the said Loan Agreement provides, inter alia, that withdrawals from
the loan account shall be” in such currencies and at such times as shall be agreed between
the Bank and the Borrower.”

This letter will confirm that, pursuant to the above Section, in making withdrawals
we will be prepared to accept U.S. dollars, pounds sterling, or other currencies freely
convertibleby Japan into dollars or pounds sterling. It is our understanding that so
far as is practicable,butsubjectto theprovisionsof the nextparagraph,the International
Bank will takeinto accountJapan’spreferencesin its choiceof currenciesof disburse-
ments.

With referenceto Section3.01 of Loan RegulationsNo. 4, RobeSteel Works, Ltd.
has advisedus that ordershavebeenor will be placed in Germanyand Swedenfor
imported goodsfor use in the Project in amountswhich are at presentestimatedat
npproximatelyDM 1,226,000andSKr 1,489,000,and that it is possiblethat somegoods
may be importedfrom othercountries. The InternationalBank mayin any event, at
its option, without consultingwith us, disburseat any time beforethe closingdatethe
currenciesof the countriesfrom which suchgoodsareacquiredto the extentof Robe
Steel Works, Ltd.’s estimatedor actual requirementsfor such currenciesneededto
reimburse or to meet the cost of goods to be imported for the Project. It is understood,
however, that to the extent that the International Bank does not exercise its option under
this paragraph,it will continue to consult with us concerning our preferences. Should
Kobe Steel Works, Ltd. purchaseor proposeto purchaseabroadamountsin excessof
the above estimates, they have agreed to notify The JapanDevelopmentBank of the
amounts and currencies involved, andwe will adviseyou correspondingly.

Very truly yours,
The Japan Development Bank:

By Chiyozo Yosx-uoKA

‘Seep. 216 of this volume.
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