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LOAN AGREEMENT

The Government of the United ngdom of Great Britain
and Northern Ireland and o

Reconstruction Finance Corporation

)
=87

AGREEMENT, dated July 21, 1941, between THE Govmmmsw

OF THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN
IRELAND (hereinafter termed ‘* Obligor %), party of the
first part, and RECONSTRUCTION FINANCE CORPORATION
(heremafter termed “ Payee *”), party of the second part,

WITNESSETH !

WHERESS, for the purpose of achieving the maximum dollar
exchange value in the United States for the securities or property
of the Obligor to be pledged hereunder, the Obligor desires
to obtain a loan from the %ayeeon‘ the terms and conditions
hereinafter set forth; and Bl <MK

WHEREAS, it is the opinion of the Payee that such loan, made
pursuant to request of the Federal Loan Administrator, with

the apgxroval of the President of the United States of America,

upon the terms and conditions hereinafter set forth will be for
the purpose of achieving the maximum dollar exchange value
of the aforesaid securities or property; and ¥ .

WHEREAS, it is deemed advisable to set forth and define the
terms and conditions of such loan and the rights and obligations
of the parties between themselves and in and to the securities
pledged and to be pledged hereunder (heremafter termed the

- |
o
i o A
: LL 3>v e

“Collateral *");

Now, THEREFORE, in consideration of the premises and of the
mutual agreements hereinafter contained, it is agreed as follows:

! First. The Payee agrees to loan to the Obligor the sum
' of four hundred twenty-five million dollars (34.25’,'000';009)
against (@) the execution and delivery to the Payee of the
collateral note (hereinafter termed the “ Note ') of the Obligor
substantially in' the form annexed hereto as Schedule A, and
(b) the delivery to the Federal Reserve Bank of New York as
N DR 011G Fiscal Agent and Custodian for the Payee (hereinafter termed 4
i gEN RS S SAOSH N Rt s 04 the u CUStOdian ”).ﬁ 25 Libertv Street’ New YOrk Clty;. Ne‘v o
RN M= 2 s s { o'l York, of the _Collat_el}af hereinafter described, all as her_eugafter

| = provided. The disbursement of said loan and the delivery

BNE it of said Collateral may be made in installments and the Payee 8

- =

fffffff L hall pay each installment o the Obligor at the office of the
RS Costoftion in the City of New York upon request of the Obligor, |
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(2) (a) Securities of corporations (other than directors’
qualifying shares) in which corporations the shares
in British ownership are controlling, as set forth in
Schedule B-2(«) annexed hereto, and (b) securities
of corporations (other than directors’ qualifying
shares) in which corporations the shares in British
ownership are substantial, as set forth in Schedule
B-2(b) annexed hereto.

(3) Securities of other corporations, as set forth in Schedule
B-3 annexed hereto.

2. It is agreed that due to difficulties of communication and
the magnitude of the computation, actual deliveries of Collateral
may vary in minor respects from the face amounts or number of
shares set forth on the attached Schedules. In the event that
the actual face amount or number of shares delivered to the
Custodian is in any case less than the face amount or number of
shares set forth in the appropriate schedule, the Obligor agrees
to make such adjustment as may be mutually agreed upon
between the Payee and the Obligor.

3. The Collateral shall be delivered to the Custodian, to be
held by it as agent for the Payee, subject to the terms and con-
ditions of the Note and this Agreement, it being understood and
agreed that the possession of the Collateral by the Custodian shall
be deemed to be the possession of the Payee.

4. All securities, at the time of their delivery to the Custodian
as a part of the Collateral, shall be duly indorsed in blank for
transfer or accompanied by proper instruments of assignment
in blank with such signature guaranties as may be deemed
necessary by the Payee, but no transfer of record title of any
af the Collateral shall be made by either of the parties hereto,
except with the mutual consent in. writing of the Obligor
and the Payee, and no rights of ownership in or to the Col-
lateral shall be exercised by the Payee, unless and until
an event of default as hereinafter set forth shall have
occurred and shall not have been cured b% the Obligor as
permitted herein or waived in writing by the Payee. In order
that there may be no delay in Payee’s right to vote the shares
of stock forming part of the Collateral upon the occurrence of
an event of default, Obligor agrees to lodge with the Custodian
as promptly as possible but in any event within three months
after the delivery of such shares as part of the Collateral, proxies
or stock powers in form approved by Payee for such shares in
favor of the Federal Loan Administrator ‘or his nominees run-
ning for the maximum period permitted by law, or until the pay-
ment in full of the Note, whichever is earlier, and until pay-

ment in full of the Note, such renewal proxies or stock powers

from time to time as requested by the Payvee and in form
: | 0 Ag
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#8 _The Obligor, upon notice from the Payee that independent
public accountants then employed by any company hsted in
Schedule B-2(a) annexed hereto are not satisfactory to Payee,
agrees to cause any such company to employ other independent
public accountants satisfactory to Payee. The Obligor, upon
notice from the Payee that the scope of any audit prepared by
independent public accountants pursuant to paragraph 7 hereof
for any company listed in Schedule B-2(a) is not satisfactory,
agrees to cause any such company to have a new audit made
forthwith of such scope as may be described in said notice. In
addition, Obligor agrees to use its best efforts to the end that the
independent public accountants employed by the companies
listed in Schedule B-2(b) and the scope of the audits prepared
for such companies shall be satisfactory to the Payee.

9. Inasmuch as the companies listed on Schedule B-1 hereto
and the branches of British insurance companies listed on
Schedule C hereto are already the subject of audit by insurance
departments of the States of the United States of America in
which such companies operate, the foregoing undertaking has
not been made to apply to such companies and branches but
the Obligor agrees to provide the Payee with copies of all
financial reports and statements filed by such companies and
branches pursnant to the laws of the United States of America
or of the States in which such companies and branches operate.

10. The Obligor further agrees that, subject to changes
required by State regulatory bodies having jurisdiction or
changes approved by the Payee, it will cause the companies
listed on Schedules B-1 and B-2 (a) and the branches listed on
Schedule C, and, in so far as within its powers to do so, the
companies listed on Schedule B-z (b), to continue to maintain
and use the systems and methods of accounting and the prac-
tices of distributions of income which they now employ to the
end that said distributions shall continue to be made on the
bases in use at present, and agrees to cause such companies -
listed on Schedules B-r and B-2 (4) and branches listed on
Schedule C, and, in so far as within its powers to do so, the
companies listed on Schedule B-2 (b), upon request of the
Payee, to furnish to the Payee copies of such of their accounting
records and statements of accounting principles and procedure
as may be required in order to establish to the satisfaction of
the Payee that such systems and methods and practices, as
aforesaid, are being maintained.

11. The Obligor agrees to co-operate with the Payee and to
adopt such measures from time to time as may be necessary to
the end that the surplus and reserves of all companies set forth
on Schedule B-1 hereto and the branches listed on Schedule €
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: %bligor or other record owner thereof (after deduction of any

taxes payable thereon or by reason thereof in the United States
of America); and (2) until payment in full of the Note, the
aggregate net income as may be available pursuant to the laws
or regulations issued thereunder of any gtate of the United
States of America exercising regulatory power over the branches
hereinafter mentioned (after deduction of any taxes payable
thereon or by reason thereof in the United States of America)
as and when received by the Obligor or other record owner
thereof from branches of British insurance companies operating
in the United States of America (such branches being as set forth
in Schedule C attached hereto). The Obligor agrees to deliver
or cause to be delivered to the Custodian as soon as practicable
but in any event within three months after the delivery of any
such securities as part of the Collateral suitable orders in favor
of the Payee, or its nominee, for the payment directly to it of
interest, dividends on, and other income from or distributions
on account of, the Collateral, and shall pay over to the Cus-
todian any such interest, dividends or other distributions
collected or received by the Obligor.

The Obligor further agrees to obtain and lodge with the
Custodian as soon as practicable but in any event prior to
January 1, 1042, assignments from British insurance companies
whose branches are listed on Schedule C hereto of all the net
income (after taxes as aforesaid) which such companies may
receive from such branches as hereinbefore set forth, such
assignments' to run so long as any part of the loan remains
unpaid, together with reassignments thereof to the Payee, or its
nominee.

Firra. All moneys paid to or received by the Payee or the
Custodian in its behalf pursuant to the provisions of Article
Fourth hereof shall be applied to the service of the loan pursuant
to this Agreement as follows: The Payee shall establish three
separate accounts as follows: (@) current interest account; (b)
minimum sinking fund account; and (¢) reserve account. The
Payee shall first-allocate to the current interest account sufficient
moneys to pay the interest falling due on the next succeeding
semi-annual interest payment date on the Note. The moneys
over and above the aforesaid requirement of the current interest
account shall be allocated by the Payee to the minimum sinking
fund account until there shall be accumulated therein during
each twelve months’ period ending on each October T commenc-
ing with the period ending on October I, 1942, the sum of
$7,500,000. For the purpose of calculating the amounts due
for interest on the Note, the Obligor shall receive credit on the
principal of the Note to the extent of, and as and when, any
moneys are credited to the minimum sinking fund account. 'lﬂ:e
balance remaining of such moneys shall be allocated by the
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P intention so to do. In the event of any such partial prepayment
(and unless an event of default as hereinafter set forth shall
have occurred and not have been cured by the Obligor as
permitted herein or waived in writing by the Payee), the Payee
agrees to release, or cause to be released, from pledge under
the Note and this. Agreement and delivered to the order of the
Obligor such amount of Collateral, satisfactory to the Payee,
as shall be selected by the Obligor..

If by reason of payments made in reduction of the principal of
the loan, or otherwise, it is agreed that the aggregate amount of
Collateral is disproportionately large considering the then un-
paid amount of the loan, the Payee agrees to give consideration
to releasing, or cause to be released, from pledge under this
note and this Agreement and delivered to the order of the
Obligor such Collateral, as may be satisfactory to the Payee.

SEVENTH. From time to time, in each case upon obtaining
the prior consent in writing of the Payee as to the terms and
conditions thereof, the Obligor may sell any of the Collateral.
Such sales may be made in such manner and at such place, and
whether publicly or privately, and through such agent or agents,
as the Obligor may deem advisable. In case of any such
sale, the Payee shall cause to be released the part of the
Collateral so sold upon receipt by it of the net proceeds of the
sale as certified in writing to it by the Obligor, the date of such
release and delivery of securities to be the date specified in said
writing. The net proceeds of any such sale shall be applied as
Irqeceiv(-‘.d by the Payee to the reduction of the principal of the

ote.

In the event of any reduction of the principal of the Note
pursuant to the provisions of Article Sixth or Seventh hereof,
the amount of the minimum annual sinking fund requirement
($7,500,000) shall thereupon be reduced in the same ratio as the
amount of such reduction of the Note bears to Four Hundred
and Twenty-five Million Dollars ($425,000,000).

Eicata. If any one or more of the following events of
default shall have happened and shall not have been cured by
the Obligor as permitted herein or waived in writing by the
Payee, viz.: (1) default in the payment of the principal of the
Note when due, or (2) default in the payment of any installment
of interest on the Note, which default shall have continued for a
period of ninety (go) days, or (3) failure to make any minimum
sinking fund payment as herein provided, which default shall
have continued for a period of ninety (go) days, or (4) failure
by the Obligor to perform or observe any other covenant and
condition which it has agreed to perform or observe hereunder,
and such failure shall have continued for a period of one
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- Mncluding the expenses of the Payee and the reasonable fees

and expenses of the Custodian incurred under this Agreement,
including reasonable attorneys’ fees which the Payee may deem
necessary or proper in connection with the administration of this
Agreement, and including expenses in connection with the admin-
istration, supervision, preservation, protection of, or realization
upon the Collateral. The Payee is authorized to pay at any time
any or all of such expenses on behalf of the Obligor and add the
amount of such payment to the amount of the indebtedness.

TweLFTH. All questions with respect to the execution or in-
terpretation of this Agreement and the Note or with respect to
performance or non-performance hereunder or thereunder
shall be interpreted according to New York law.

TairTEENTH, The Payee represents that the Custodian is
empowered by law to act in the capacities herein set forth, and
agrees to cause the Custodian, as its agent, to fulfill its duties as
herein set forth.

FourteeNTH. The Obligor agrees that upon notice to it from
the President of the United States that impairment of the
Collateral requires such action, the Payee, by direction of the
President, shall have all rights with respect to the Collateral to
the same extent as if an event of default should have happened
and have continued for one hundred and eighty days after
written notice thereof to the Obligor.

FirreenTH.  Any notice, consent, or demand hereunder may
be given by being deposited postage prepaid in a post office
Jetter box addressed as the case may be: Reconstruction Finance
Corporation, Washington, D. C., The British Embassy, Wash-
ington, D.C., or the Federal Reserve Bank of New York, as
fiscal agent and Custodian for the Payee, 33 Liberty Street, New

A York, N. Y. Either party may take such action as may be

required or permitted under this Agreement through its duly
authorized agents or representatives.

SixTEENTH. This Agreement shall come into full force and
effect upon the passage not later than January 1, 1042, of
enabling legislation in Great Britain and the delivery to the
Payee of the favorable opinion of Messrs. Davis Polk Wardwell
Gardiner & Reed, Counsel to the Obligor, in form and substance
satisfactory to the Payee, as to the due authorization or ratifica-
tion and execution of the Agreement and Note to be issued there-
under and the effectiveness of the pledge of the Collateral and the
form of the assignments of income to be delivered thereunder,
and until such passage of enabling legislation and delivery of
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RNMENT OF THE UNITED KINGDOM
AIN AND NORTHERN IRELAND

- Nevite M. BUTLER.

v FINANGE CORPORATION

By Jusse H. Jones,
A Chairmai.
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SCHEDULE A.

[FORM OF NOTE]
COLLATERAL NOTE,

$425,000,000 New York, July , 1941.

The Government of the United Kingdom of Great Britain and Northeérn
Ireland (hereinafter termed “‘ Obligor '), for value received, promises to
pay to the order of Reconstruction Finance Corporation (hereinafter termed
** Payee "), the sum of $425,000,000, or such lesser sum as shall be advanced
hereunder as indicated by the aggregate of the amounts indorsed or to be
indorsed hercon (the aggregate oi such advances being hereinafter collec-
tively referred to as the *‘ principal sum '), on July 1, 1956, and to pay
interest on such principal sum at the rate of three per cent. (3%) per annum
semi-annually on the first day of January and the first day of July in each
year until such principal sum shall be paid. This note may be extended for
a period of five years on the conditions set forth in Article Second of the
Agreement. Advances of said principal sum may be made by the Payee
in instalments and interest shall commence to run on each instalment only:
from the date of receipt thereof by the Obligor at the office of the Federal
Reserve Bank of New York, 33 Liberty Street, New York City, New York,
all as provided in the loan agreement hereinafter referred to. The amount
and date of each instalment shall be noted hereen. Such principal sum and
the interest thereon will be paid at the aforesaid office of the Federal
Reserve Bank of New York, 33 Liberty Street, New York City, New York,
in such coin or currency of the United States of America as at the time of
payment shall be legal tender for public and private debts, without deduc-
tion for any British taxes, present or future.

As security for this Note the Obligor has pledged with Federal Reserve
Bank of New York as Fiscal Agent and Custodian for the Payee, certain
collateral as set forth in the loan agreement (hereinafter termed '* Agree-
ment ') dated July, 1941, between the Payee and the Obligor and to
which Agreement reference is made for a description of the property pledged
and of the rights and obligations cf the parties’in the premises,

As provided in the Agreement, the Obligor shall have the right to prepay/
(without premium) at any fime all, or from time to time a part, of the
indebtedness evidenced by the Note with accrued interest and, so long as
no event of default shall have happened and not be cured or waived by the
Payee, thereon cbtain a release of an amount of collateral.

As provided in the Agreement, the Note is entitled to the benefit of a
sinking fund to be applied to the reduction of the indebtedness evidenced
by the Note. :

As provided in the Agreement, the Obligor may sell all, or from time to
time a portion of, the collateral, provided the proceeds of any such sale are
applied to the payment or deduction of the indebtedness evidenced by the

Note.
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‘orkshire Indemnity Co.

Eagle Fire Co. of New York

Norwich Union Indemnity. Co.

Albany Insurance Co.

Prudential Insurance Co. of Great Britain, located in New York
Caledonian-American Insurance Co.

SCHEDULE B-2(a).

United States Potash Co. Inc. ... Preferred Stock 6% 615 shares

Common Stock ... 288,750
Delta & Pine Land Co. of Mississippi Capital Stock 2,980

1st Mort. Bonds ... $3,000,000
2nd Mort. Bonds ... $1.800.000

Delta Planting Co. ... ... Capital Stock 3,434 shares
Linen Thread Co. Inc. ... Capital Stock ORI
Yardley of London Inc. ... < 4%% Preferred ... 30,505 ,,
Common ... 87,247 |,
Ferguson-Sherman Mfg. Corp. ... Class A Common ... 6,000
_ Class B:Common ... 1,500 ,,
R. T. French Co. ... ... Capital Stock 35,000 ,,
Atlantis Sales Corp. .. ... Capital Stock 5045 15
Oldbury Electro- Chemical GO 4h, Capital Stock 8,400 ,,
Lea & Perrins Inc. ... ... Class A Stock 2,07 .,
Class B Stock NS
Arkwright Finishing Co. ... ... Capital Stock 7,000,
Interlaken Mills 7 ..~ Capital Stock 20,000 ,,
Distillers Co. Ltd. (Del) ... Capital Stock % (85052500 15
Morganite Brush Co. Inc, ... ... Capital Stock 7,500
B. Priestley & Co. Inc. ... Capital Stock 2,500 .,
Firth-Sterling Steel Co. ... i 7% Comi Pref. 2,636 ,,
Common .. TOXZ B4 W7

Keasbey & Mattison Co. ... ... Capital Stock ver. * 20,140
Funch, Edye & Co. Inc. ... ... Capital Stock 12,000
Twenty-five Broadway Corp ... Capital Stock 11,300
Baker Perkins Inc. ... wie 7% Com Prefs 1,051

Common Stock - ... 65,851
Pacific Molasses Co. Ltd. ... ... Capital Stock 3,750

A. J: White Ltd. ... .= Capital Stock 500,
Menley & James Ltd. ... Capital Stock 1,550
Hecht, Levis & Kahn Ine, ... ... Capital Stock 2,308
Crown Mills:Inc, ... S A O ) G 5,000
Common ... 10,000 ,,
F. W. Berk & Co. Inc. ... Capital Stock 100 ,,
American Association Inc. ... ... Capital Stock 158,325 .
Income Deben. ... $1,486,750
Mica Insulator Co. ... Capital Stock 5,394 shares
C. Tennant Sons & Co. of New York Capital Stock X045 ),
American Thread Co. el 5V CunREef s el S R an s
Common ... e LTS
Joseph Tetley & Co. Inc. ... ... Preferred Stock 8% 4,580,
Common Stock ... 4,000° ,,
Dunlop Tire & Rubber Corp. « 8% Cum. st Pfd.... 610 ,,

8% 2nd Preferred... 31,600

Common ... 197,300

J. & P. Coats (R. L.) Inc. ... ... Capital Stock. ... 145,000
Clark Thread Co. ... ... Capital Stock w: 180,000
Clark Thread Co. of Georgxa ... Capital Stock. ... 18,607

North Georgia Processing Co. Inc.... Capital Stock 800

”

”
"
i
”
"
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... Capital Stock #4309 shares
«« Capital Stock ... 2,500
... Capital Stock ... 100

HEDULE B-2(b).

e Common ... - 100,765 shares
.. Capital Stock ... 1,005 .,
. 6% Cum., Pid. ... 7,029,
. Common_ .. 90,000 ,,
 Common Stock ... 10,779 i
- 6% Non Cum. Pfd. 1,000
Common ... 7.500
5% Ist Mort. Deben. § 275,000
. Capital Stock ISR
' B. Capital Stock ... XSl bos

omotive Co. 7% Cumulative Preferred
pws Co. Capital

plling Mill Co. Common

nelting & Refining Co. Common

gar Refining Co. 7% Cumulative Preferred
phone & Telegraph Co. Capital

bacco Co. ** B Common

I Investment Trust Corp, Common _
wealth & Southern Corp. $6 Cumulative Preferred
‘Gas Blectric Light & Power Co. of Baltimore

Baking Co. 8% Cumulative Preferred
Kodak Co, Common .
e Power & Light Corp. $6 Cumulative Preferred
Co. Common
ational Bank of the City of New York
American Transportation Corp. Commen
s Corp. Common .
Razor Co. $5 Cumulative Convertible

19

53,000 Shares Monsanto Chemical Co, Common

60,000
8,500
25,000
24,000
177,000
8, 000

10,000
47,000
30,000
900,000
17,500
130,000
170,000
315,000
36,000
19,000
30,000
15,000
21,000
10,000
40,000
7,000

247,000
75,000
$2,750,000

$350,000

50,000 Shares

40,000

230,000
30,000

$1,250,000

So0,000 Shares

300,000
3.800,000
4,700
4,100
3,400
20,400
70,000

50,000

. 57,000
. 9000
95,000
180,000
39,000

$1,974,000

t

o

National Biscuit Co. Common
New York Air Brake Co. Common
Oxford Paper Co. §5 Cumulative Preference
Public Service Corp. of N. J. Common
Radio Corp. of America Commaon ;
do. §$3+50 1st Camulative Conveértible
Preferred
St. Joseph Lead Co. Capital
Sears, Roebuck & Co. Capital
Servel Inc, Common
Shell Union Oil Corp. Common
Simmons Co. Capital
Socony-Vacuum Oil Co. Inec. Capital
Standard Brands Inc. Common
Standard Oil Co. (Indiana) Capital
Sterling Products Inc. Capital
Timken Roller Bearing Co. Common
Tri-Continental Corp. $6 Cumulative Preferred
United Shoe Machinery Corp. Common
U.S, Steel Corp. 7% Cumulative Preferred
Vick Chemical Co. Capital
Westinghouse Air Brake Co. Capital
Wheeling Steel Corp. $5 Cumulative Convertible Priof
Preferred
F. W. Woolworth Co. Capital
Youngstown Sheet & Tube Co. Common
American & Foreign Power Co. Imc. 5%, Debentures
18t March, 2030
Citics Service Power & Light Co. 531%, Debentures
15t November, 1952 ot
Celanese Corp. of America 7%, Cumulative Prior Preferred
Celanese Corp. of America 7% Cumulative 1st Partici-
pating Preferred '
Celanese Corp. of America Common -
Chicago Pneumatic Tool Co, $3 Cumnulative Convertible
Preference
Cities Service Co. 59 Convertible Gold Debentures
18t June, 1950
Climax Molybdenum Co. Common
Congoleum Nairn Inc. Common
Dividend Shares Inc. Capital 3
W. R, Grace & Co. 89, Cumulative “A™ Preferred !
do. 89, ‘Non Cumulative ** B " Preferred -
do. 6% Cumulative Preferred
do. Common
Great Northern Iron Ore Properties Certificates of Beneficial
Interest
International Paper & Power 5% Cumulative Convertible
Preferred
Jobn Morrell & Co. Common
Pure Oil Co. 5% Cumulative Convertible Preferred
Singer Manufacturing Co. Capital
Standard Oil Co. Inc. (New Jersey) Capital
U.S. & International Securities Corp. $5 Cumulative
15t Preferred
Virginian Corp. 59, Collateral Trust Serial Notes “ M "
1st Januvary, 1952




ST

et sl

.rﬁ. e,
* L=l G}




