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LOAN AGREEMENT dated the 12th dayof March , 1976, 

between the Fondo Nacional de Caminos Vecinales ("Borrower") 

and the UNITED STATES OF AMERICA, acting through the AGENCY 

FOR INTERNATIONAL DEVELOPMENT ("A. I. D. "). 

ARTICLE I 

The Loan 

SECTION 1.01 - The Loan A.I.D.- agrees to lend to the 

Borrower in furtherance of the Alliance for Progress and pursuant 

to Section 1.03 of the Foreign Assistance Act of 1961, as amended, 

an amount not to exceed five million dollars ($5, 000, 000) ("Loan") 

to assist the Borrower in carrying out the program referred to in 

Section 1.02 ("Project"). The Loan shall be used to finance the 

local currency costs ("Local Currency Costs") and dollar costs 

("Dollar Costs") of goods and services required for the Project. 

The aggregate amount of lisbursements under the Loan is hereinafter 

referred to as "Principal". 

SECTION 1.02 - The Project - Loan funds will be used to 

shift the focus of the Borrower's Pico y Pala activity from feeder 

road construction as an employment generating mechanism to 

feeder road construction as a key factor in promoting increased

agricultural productivity. Priority will be given to areas where 
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related inputs and services are assured and where considerable 

production potential exists for the nine crops given priority under
 

the GOC's Nutrition Plan.
 

The technical assistance and training components of the 

proposed Project will be used to institutionalize key factors necessary 

for the long-term effectiveness of Pico y Pala. 

To ensure continued benefit from Project fina-nced roads (and 

previously AID-financed roads) $1,000,000 of the Government of 

Colombia funds, given during the Loan disbursement period, will be 

used to provide for adequate maintenance. 

The Project is more fully described in Annex I, attached hereto, 

which Annex may be modified by mutual agreement of the parties in 

writing. The procedures for securing goods and services to be 

financed under the Loan shall be described in the implementation 

letters referred to in Section 9. 03 ("Implementation Letters"). 

ARTICLE II 

Loan Terms 

SECTION 2.01 - Interest - The Borrower shall pay to A.I. D. 

interest which shall accrue at the rate of two percent (2%) per annum 
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for ten years following the date of the first disbursement hereunder 

and at the rate of three percent (3%) per annum thereafter on the 

outstanding balance of Principal and on any due and unpaid interest. 

Interest on the outstanding balance shall accrue from the date of each 

respective disbursement (as such date is defined in Section 7. 04) and 

shall be computed on the basis of a 365-day year. Interest shall be 

payable semiannually. The first payment of interest shall be due and 

payable no later than six (6) months after the first disbursement 

hereunder, on a date to be specified by A. I. D. 

SECTION 2. 02 - Repayment - The Borrower shall repay to 

A. I. D. the Principal within forty (40) years from the date of the first 

disbursement hereunder in sixty-one (61) approximately equal semi

annual inszallments of Principal and interest. The first installment 

of Principal shall be payable nine and one-half (9 1/2) years after the 

date on which the first interest payment is due in accordance with 

Section 2.01. A. I. D. shall provide the Borrower with an amortiza

tion schedule in accordance with this Section after the final disburse

ment under the Loan. 

SECTION 2. 03 - Application, Currency, and Place of Payment -

All payments of interest and Principal hereunder shall be made in 
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United States dollars and shall be applied first to the payment of
 

interest due and then to the 
repayment of Principal. Except as 

A. I. D. may otherwise agree in writing, all such payments shLll 

be made to the Controller Agency for International Development,
 

Washington, D. C. 20523 
and shall be deemed made when received 

by A. I. D. at this address. 

SECTION 2. 04 - Prepayment - Upon payment of all interest 

and refunds then due, the Borrower may prepay, without penalty, 

on any date on which interest is due, all or any part of the 

Principal. Any such prepayment shall be applied in the order 

prescribed in Section 2.03 and, to the extent applied to Principal, 

shall be applied pro rata to the remaining installments thereof. 

ARTICLE III
 

Conditions Precedent to Disbursement
 

SECTION 3.01 - Conditions Precedent to Initial Disbursement 

of Loan Funds - Prior to any disbursement or to the issuance of 

the first Letter of Commitment under the Loan, the Borrower shall, 

except as A. 1, D. may otherwise agree in writing, furnish to A. I. D. 

in form and substance satisfactory to A. I. D.: 
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(a) An opinion or opinions of the Legal Advisor of the Borrower 

or such other counsel as A. I. D. may agree to, demonstrating that 

this Agreement has been duly authorized or ratified by, and executed 

and delivered on behalf of, Borrower, and constitutes a valid binding 

obligation of Borrower in accordance with its terms; 

(b) Evidence of the authority of the person or persons who will 

act as representative or representatives of Borrower, pursuant to 

Section 9. 02 together w th a specimen signature of each such person 

duly certified as to its authenticity; 

(c) Evidence that the Government of Colombia (Guarantor) has
 

issued a 
valid and legally binding full faith and credit guaranty of
 

repayment with respect to this Loan;
 

(d) Borrower, with A. I. D. approval, will have contracted 

for, or already received technical assistance in the preparation of 

a subproject selection methodology; and 

(e) Evidence that the Borrower has established a Selection 

and Evaluation office which will use the selection and evaluation 

methodologies developed for the achievement of the Project 

objectives. 
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SECTION 3. 02 - Condition Precedent for Disbursement for Road 

Construction - Prior to any disbursement or the issuance of any 

commitment documents under the T,oan for road construction, the
 

Borrower will submit to A. I. D. , 
 for approval, detailed sub-project
 

criteria and the methodology of subproject analysis which will be
 

utilized in the selection of all Pico y Pala roads in this Project.
 

SECTION 3. 03 - Terminal Dates for Meeting Conditions
 

Precedent to Disbursement 

(a) If all of the conditions specified in Section 3. 01 shall not 

have been met within ninety (90) days from the date of this Agreement, 

or such later date as A. I. D. may agree to in writing, A. I. D. , at its 

option, may terminate this Agreement by giving written notice to the
 

Borrower. 
 Upon the giving of such notice, this Agreement and all 

obligations of the parties hereunder shall terminate. 

(b) If the condition specified in Section 3. 02 has not been met 

within hundred and twenty (120) days from the date of this Agreement 

A. I. D. , at its option, may cancel the fhen undisbursed balance of the 

Loan and may terminate this Agreement. In the event of such 

termination, the Borrower will repay immediately the Principal 

then outstanding and any accrued interest; on receipt of such payment 

in full this Agreement and all obligations of the parties will terminate. 
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SECTION 3. 04 - Notification of Meeting of Conditions Precedent -

A. I. D. shall notify the Borrower promptly upon receipt 

of docunents submitted in satisfaction of Section 3. 01 and Section 3. 02 

whether A. I. D, has determined that the conditions precedent to 

disbursement have been met. 

ARTICLE TV 

General Covenants and Warranties 

SECTION 4. 01 - Execution of the Project - The Borrower, shall 

carry out the Project with due diligence and efficiency, and in con

formity with sound engineering, construction, financial, administrative 

practices and also in accordance with all of the related plans specifica

tions, contracts, schedules, and other arrangements, including all 

modifications therein. 

In this connection, the Borrower shall at all times employ suitably 

qualified and competent construction contractors to carry out construc

tion subprojects, and shall employ suitably qualified and experienced 

consultants, where appropriate in connection with the Project set forth 

in Annex I, to be professionally responsible for the planning and 

execution of the Project. 
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A. I. D. reserves the right to review such plans, specifications, 

contracts, schedules, an..' other documents related to the Project, as 

may be appropriate. 

SEECTION 4.0Z - Funds and Other Resour-ces to be Provided by 

Borrower - Except ai A.I. D, may otherwise agree in writing the
 

Borrower shall provide 
or caused to be provided promptly as needed 

all funds, in addition to t:he Loan, and all other resources required
 

for the punctual and effective carrying 
out of the Project. In cases 

where force najeure affects the original scope of the Project, the
 

Borrower may requeit consultation with A. I. D.
 

SECTION 4. 03 - Continuin Consultation - The Borrower and 

A. I. D. shall cooperate fully to assure that the purpose of the Loan will 

be accomplished. To thi- end, the Borrower and A. I. D. shall from 

time to time, at the request of either party exchange views through 

their representatives with regard to the progress of the Project, the 

perfornance by the Borrower of its obligations under this Agreement, 

the performanc.e of the consultants, contractors, and suppliers 

engaged on the Project, and other matters relating to the Project. 

SECTION 4. 04 -. Management - The Borrower shall provide 

qualified and experienced management for the Project, and shall 
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train suc::h staff as :ciay be appropriate for the organization, development, 

maintenance and operation o[ the Project. 

Sili (.. .o . eation a1rd Maintenance - The Borrower shall 

operate, rnmininin, arc u-ep. the facilities constructed and equipment 

procured. "''. the ct in?-oje r --onforiTrity with sotind engineering, 

'h.i:i, a .hi- t:ati..e, .:tr,,i rnechanical prac-tices, and in such manner 

al to) ir(-.P e the co!tinulni, an.d &uccessfui achievement of the purpose of 

flhe Ploje.: t. 

S ECTIV N 4. 06 -. axation - This Agreement, the Loan and any
 

evidence ,j inhe.t:dne isa,_ed in connection herewith 
shall be free
 

frorr, ad lhe i.rinipF! atud interest 
shall, be paid without deduction
 

for and free fLoi any ta.tion or fees imposed under the laws in 
 effect 

ithir: t. ' : ,'- 0 ' e !o.u- ower. To the extent that, any contractor, 

ij!:u, iL, :c .I.I ',!t' i rm,, :zny personnel of such contractor financed 

here ,,_- .: , - pop,:cly 01.,'t. :i actions r elating to such contracts
 

and a i,,yr O it'. j',: 
 :it re-nent transaction financed hereunder are 

not exeriy j: cr, ie rltific able taxes, tariffs, duties, and other levies 

irmiposed noe,' l.-'w. in e ffect in the country of the Borrower, the
 

Bowe i ?is
si,.11, an:l to flhe extent: prescribed in and pursuant to 

Implenen,,.-.Lio . ,e :,.,, pay or reimburse the same under Section 4. 02 

of this Ap '.Nith fun,.s other than those provided by Borrower 

under the .ua:n. 
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S Lcr:":PI.)N~ K° -, izaction )7 of Goods and Servi-ces 

o ~:m(a) o:m ,,d ,rvi::es fuin:ed trde,- the Loan shall be used
 

CX:"ui,1 I io. "1 , , 
 e:<'.pL a.sA. f.I). rnay otherwise agree in 

,ritin, JTpon ::a-;.sle ti'm of tc Pr c ject, or at such other time as 

goods fit , -0 cdc-dLoan can no ,loneri ,efully be employed for 

th~e r t'7';":... *1 - vise dispose goods;,,; may or of such in such
 

marner a. A.I may agree to
D. in wvriting prior to such use of 

dispositior:. 

([) E cept a.: . U,r may otherwise agree in writing, no goods
 

or serice i fir r). r-,der the Loan 
shall be used to promote or assist 

any fo-e i :n i,p.je, t. or -ictivi.ty as sociated with or financed by any 

countly not in.: in .ode 935 of the A. LD.Geographic Code Book 

as in effect _t:t0c. t.me of such use. 

4. :Q ,- ~is.losure. of Material Facts and Circumstances -

The 1 le2.-resent,- and ,-varra,!ts that all facts and circumstances 

that l.,o~t '-ei.,e, o aused to be disclosed to A. I. D. in the 

course o'o ,.. i ; L.oo a 'e a--ccu rate and coinplete, and includes 

all facts and ,.:.'cn-n.,ja.ccs that roight materially affect the Project and 

the disc:ha cre, of the ii obli: ations under this Agreement. The Borrower 

will pron2-ipt'.y inform A . 1). of any facts and circumstances that might 

http:ictivi.ty
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rnateriall- affect, or ihat it is reasonable to believe might materially 

aftect, te Pr' o the .i cha rge of the Borrower's obligations 

SS3 C IC.N W.) - Co,.nisision, Fees and Other Payments 

(a) 3~e h~o.c'c..,vc ~warrants and covenants that in connection with 

obtaiing ih}e loan , or 1akin'-. ny a tion under or with respect to this 

Agreeniet, ti, , n.ot p-id, arid will not pay or agree to pay, nor 

to the be t.-oi tOimr ka,,(ge h.-tb there been paid nor will there be 

paid or , to .ue paid wy ;iny other person or entity, commissions, 

fees, or otli.. -;teit ol ,!iy kinld, except as regular compensation
 

to the ,or c,:z-r.. f'-l i-mc o ffie:r 
 arid employees or as compensation 

for boia fide. pr',tfa.aioa , ;cI .,.icai, or comparable services. The 

Borrowe:u. s ..all r-ornp!:ly ,i-port to A. I. D. any payment or agreement 

to pay foCI-.r *: .,.a id );oft--sional, technical or corparable 

Serl:,:: *.;o:",:,."z e it.f[ai. -I Ao c of "ihich t1 ey have knowledge 

(indi,.:;- .".v, ether ric p;- tr:ent has heer,. made or is to be made on 

a continr.ef4-i: ;i), -and if the aJnouo:nt of arnr suc:h payment is deemed 

unre--i toniable by A. 1!.D.tU.e same shall be adjusted in mannera 

satisfacto:. r to A, f. 9, 

(1j)t1e Bo rrowe r warrants and covenants that no payments 

have been ox will Ibe received by the Borrower or any official of 
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the Boryower, J.11 coyvnfnction with the procurement of goods and 

-,-my
.
 ir v"'... le reun--1.u r, except contrulssions, fees, taxes, or
 

sinila- payw-carIte let-i elyin 
 the country of the Borrower. 

SE';CT 10,1"Y 4, 1- Ri eranc-,. t: and Audit of Records The
 

Borrowe r 
shall ma iotw-, o caU,.Se to be maintained in accordance
 

with sound accouinun ','in 'les 
 and practices consistently applied,
 

Looks and recort rehi 1oth 
f-.,the Project and to this Agreement. 

Such books and records shi11, without limitation, be adequate to show: 

(a) di;.bu. e ent. of horrower's contribution in accordance with 

the pro' ,ision of Amnes f; 

(1) dibu'sements of funds made available under the Loan to the 

Borrower in acco 'darnce with the provis'ions of Annex I; 

(c) dabu ,i-eut~ riamade by the Borrower of the funds received 

in accordiance with the Project.; 

(i) tihe c. pt (n.se m-jade of goods and services acquired 

with fund. disb,r-se, pursuant to this Agreement; 

(e) the uat.rte .n, extent of solicitations of prospective suppliers 

of goods and semvices acrmired; 
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(D te ., o? :he award of contracts and orders to successful 

bidders; and 

(-j f)'Ae progre -, both fisc-al arind qualitative, of the Project, in 

3uffDr:ie:.t deta.i'. (a:3Sha]. hd-,rea.fe [,e specified in Implementation 

L.etter,;) to A. L D.,hu). t review request for of Loan funds.to releases 

'Ucil,.io.<:u a13d reco.rd.-' shall be regularly audited in accordance 

with sound ai-ut:.,if lriv'a r,.s, for such period and at such interval as 

A. . D. my it r' , z ii h:All be rlaintained for five years after the 

d-te of tv !V :. d].:Jcfl by A. I. I). or until all sums due A. I. D. 

under r hi.2 A ce' t ,:, been paid, wllichever date shall first occur. 

SE( 'IO, 4-I,1I - . -r ts -. The Borrowe r shall furnish to A. I. D. 

such infor,-.ti.on ari i.:eport,- rel.ating to the Loan and to the Project 

as A. 1. B .m y "Dv.t-e; t. 

a.,&£. .YT ~1. ii . .pe,-ti oa - The authorized representative of 

A. f. . s ,t. hare the :ig-ht at all reasonable times to inspect the 

Pro je.t,, t - ti i.,..-iXon ,,f ;il1 goods, facilities and services financed 

by Loan .1!:] tvyo ( rowe o's cont;uibution, and the Borrower's 

book2, rnco r ,uudl.,oti;,-r docurnenis -relating to the Project and the 

Loan° '-he Boit-rower .0ial cooperate with A. 1. D. to facilitate such 

in,pe,-..tio -. .. pe, rniit reprEsentativ-es of A. 1. ].). to visit any 

http:infor,-.ti.on
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part of the cour_.itry of the Borrower for any purpose relating to the
 

Loaio P,'rioi to iniey .insections
itak,,_g pursuant to the pro

vision:, of thi.: Se--.-zon, i, e' er, A. i. i). hereby undertakes to advise
 

the Bo t of it 
 ir.t em to exe cise its rights hereunder. The
 

Borrov ; ', h,U (.) upcn ,equest e.t.ni to 
A, 1. 1). the right to inspect 

the hJoot,, reo.:ri; .,,- otfer (](.(, hients relating to the Project; and 

(b) insert, or ca use to.1 he J.,iserted in all contracts with private entities, 

whether LfnhI.-ced direci0y or .irouph an intermediary under the Loan, 

a clau:;- ext-,edng to A. . Y.. the right to make inspections in 

accordance with, thi., Section. 

ARTICLE V 

Special Co :enant:.s and Warranties 

SP.,'1 .5o. 0U .- |or iowe r' Cotribluttin - Borrower covenants 

that its conib.t-:o [project, (escribed,o- :he d in Annex I hereof, shall 

be p:ro,ied in a ti-nely rranner, acid in accordance with the provisions 

set foatrweh 

Si.Y;TBIQ .a5 0- Borrower covenants to take such necessary 

actions to LznpJ.fmen-t histitutional improvements as indicated in 

Annex I hereof. 
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SE2CIIOT.11.J 03 • Borrower covenants to give consideration to the 

environzncntal impact of this Project and to foster appropriate environ

mental pi ...Ic . in cacrying out. thi s Project. 

! TE CTIO% . 04 - Bor:r-ower cov'enants to provide funds lo complete 

the conc...ruct-,m; o allI roads joirtly financed under this Project before 

cor.i.jittin:-v any fr,'is the constructionto of new roads financed
 

exclubively b; the t3o cov,,ie contribution to the Project.
 

S TC.'O 5. 04 - Borroler covenants to provide funds, as
 

indicated in An ,ex I her-eof, 
 for the post road construction maintenance 

Prog-ram'. This lrograrn intcliude .; previous AII)-financed Pico y Pala 

roads. 

AR'' I E VI 

P ref '.rerrie nt. 

S. CT IC N ,, I t'oc,.cerient fromn Selected Free World 

Gountx(."i - J1,; cept as A. I, 1). rnay othe rwi-se agree in writing, and 

except as proi.ded in Section ,.6 . 08 (c) he ceof with respect to marine 

ihsurance, ois,.relnents nade pursuant to Section 7. 01 shall be 

used e=clni.-ebr to the procurementtirfanc,: for the Project of goods 

and ser ,' ices, e'-cep. roL., vehiicles, having b '1i their source and 

origin in court,:rte. inclidcd in Code 941 of the AID Geographic Code 



- 16 -

Book as i) effec t f 11-.e ti[me the orders are placed or contracts are
 

eutered hito ftor 3suC.r 
 -oo.3 and;-ervlces ("Selected Free World Goods 

and SeNo. ) r0-; itL:' ti,:dir.t iny Other provisions herein, motor 

,; e!ic 6e ,f- ,ed L4 funds muvst:w , ,, t.oan be manufactured in the 

lrir d S r, . A/ }.c,: -, ,2 ,4,pigr fir:"anced under the Loan shall have 

otb it:.-: w:,., .5: ',t i ;., ,ountriesincluded in Code 941 of the 

A. 1. 1). 6ecg-rapl tic Cod. book as in effect at the time of shipment. 

SIECT;TI( N 6. 02 -, Procurement frorn Colombia - Disbursements 

nmade pu7, -uant to Section 7. 02 shall be used exclusively to finance the 

proc'1e1r i cot for th. 1-:'rojict of good,_ and services having both their 

SOflrce ?,nd0 £'tiu. in G.o.orniba. 

S.EL) - t Except as A. I. D. may other

in nowise ,gxee nrioing,gooso or services may be financed under the 

_oarl v-lic'G :2 " - oc ,: puctii an to orders oi contracts firmly placed 

or etfe:-ed i.to " rior to [lie date of this Agreement. 

; E%.:i[N 6, P" ... Ir-..rnetation of Pro urement Requirements -

The definiti.on . appii-.blh to the eligibility requirements of Section 6. 01 

will be set .forh (tI :!. l pIren i Iei . i: i. t Lon tters. 

$ISE (;T.(l f'JN 6 , ,pecifications, and Contracts - The 

orvowe sI-tall ftl:rmish-, or cai-se to be furnished to A. I. D. upon request, 

http:definiti.on


17 

all plans, speciacaios, construction schedules, bid documents, and 

contract; i':tinI, to thic Project, and any modifications therein,
 

relatit.in ,,, ; ze! elt_ s to be financed under the Loan.
 

SEJCT F01" 6. ')6 -. .easonable Price - No mo re than reasonable 

prices sbal be pa ir for ny- good: oi, services financed, in whole or in 

part, under it-e Loan. Such it*tins shall be procured on a fair and, 

except for profe- sionA1.;ervices, on a competitive basis in accordance 

with eztablizhed procedures. 

Si.(;,Ii'L4J1 f,, 07 .- ('ood.; arid Services Not Financed under Loan -

(_oods arnd se: pro.r.- t(. for the Project, but not financed under 

l:Le [,on, s},l It.a,'( ,Hleirsource and origin in countries included in 

(;ode )35 of Hte A.. 1. .). Geographicode Book as in effect at the time 

oirdet r, a r'e l ]. tilcefo' Lwc1i oor- and qe iv: es 

S]'CI":'£ 6, 08 - St.[ . janid G.(nsurance 

(a) St;].t:ct.~<ii'ree World 6oods financed under tie Loan shall be 

transpor le'! to ia ,af!f. carrierson..,t. of any country included in 

Code 93:i of t.,e .,-. T. i). (ieographic Code Book as in effect at the time 

12ucL may be 

(or airc-:,,ft): (i) wl-irmh A. 1. t.). 

of shipnme :.No ,o)ds transported on any ocean vessel 

in a notice to the Borrower has 

des igna i~e, ineli.f;ilile to carry A. r. D. financed goods or (ii) which 

http:relatit.in
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has beev chaxte.&ed for the carriage of A. I. D. -financed goods unless 

such charter ha. bee~n approved by A. I. D. 

(1,) UJess A. f. D, Aial] determine that privately owned United 

State:, FIZ:, collne- cial vessels are not available at fair and reasonable 

rates fo:k)i Such , 

(i) at lea,t fifty ,.ccent (50%) of the gross tonnage of Selected
 

Free Wold GoLds, fianoed under the Loan and transported on ocean
 

vessels Croni f'nied S'tat:es ports (corriputed separately for dry bulk
 

carrie, It-y , i 
 go line rs hand tankers) shall be transported on 

priatel,v,,tn iJnited States-flag commercial vessels; and at least 

fifty c ni (5'; I.-of the .,Aross freight revenue generated by ocean 

shipriieit. of Sciected ,ree World Goods financed under the Loan and 

transp:,o. e-,on J, ,-,rgo liners from United States ports shall be 

paidt a fo;.ot!K, i:-nmefit of privately-owned United States-flag com

(ii) at leas-t fifty percent (50%) of the gross tonnage of all 

Selected . :e '.Vorld Goods financed under the Loan and transported 

o_1. ocean. ''C.,. f,-ro,. non-{.nited States ports (computed separately 

for dry 1i:11 e:ar riers, dry cargo liners and tankers) shall be 

tra, spo r, ,'i Th ,:ivately.-owned United States-flag commercial 
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vessels; and at least fifty percent (50%) of the gross freight revenue 

genersatf:d b, ocea-n shipriieits of Selected Free World Goods financed 

11.dIer tie. lioa,,-.,d tLoan-.po tied on dry cargo liners from non-United 

l ht.e p. icl or 

United Sta tic -fla,, c irnriercial vessels. 

States La, l to lor the benefi.t of privately-owned 

(c) aie in.,'rance on Selected Free World Goods may be 

financed fldi::the Loan with disbursements made pursuant to Section 

7,01, provid,] (i) such insurance is placed at the lowest available 

cormpet.tiv.e ratte in Colombia or in a country included in Code 941 

of the A, f. ). ,Iiug"rap!ic Code Book as in effect at the time of 

placei;cic.t, i (ii) m are payable in freelycl.-irns theveunder 

con.vtibl-: en.: c,. IC if, ,rnection with the placement of marine 

re,:'. :.. rrer; fincn,:ed un-der United States legislation 

autho :t a . I; ,e to oi:te c na tion..', the country of the Borrower, 

b," stattc, ;c:cee, rule or regulationi, favors any marine insurance 

4onpa.y of any count.'ry" ocer ariy rna-rine insurance company 

authczii ,c L. .in; n i s, in any st:ate of t:he United States of 

A'e ric.-=, ,ele cted ''ee 'World Goods financed tider the Loan 

shall 'un the ,:.ontiruar,ce of such discrimination be insured 

again.t i.n tin eii i. in the Ti nited States of America with a company 

or col.;f<'L:- ;,,ihriz-d do marine insurance business in anyoto a 

state of te Uniti-d S.ates of Amerira, 

http:tLoan-.po
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(d) Tlh-e oBorrov.;er shall insure, or cause to be insured, all 

Selected 	 -id qo,),s; f'finan,'-d under the Loan against risks
 

ilcidf-
t to .. , 'a.-it to the point of their use in the Project.
 

Such P*,:a, c 
 hll ie if-. ed upor, ternis and conditions consistent
 

.i*tL Siour; iI. ; p,-r.-ctice, shall insure the full value of the
 

goor:i , .;, . in the cur rericy in which such goods
a,: ca-p~y;bln 

were financ,-d or in -,ny frtely convertible currency. Any indemnifica

tion receive-s Ibe rv'-,bV fl!( nder .such insurance shall be used to 

1 eplce o vf darnage or any loss of the goodsO ,pai. ( aly ,iat:erial 


insured .r bi. to re irnflrse the Borrower
)-. h11ed for the replace

ment -3x rel;a i o., go,:Is. Any such replacements shall have 

their s ,c er-.; a,,,: ,:ig n ,-ountrie.- irncluded in Gode 941 of the A. I. D. 

Geograplc,: i'od,, ihoo a, in effect at the tirne orders are placed or 

.t . C eRet~eiti :to for .-iqc:} replacements, and shall be other

wise uh , ' . i iIJ : of lHi-, Ag ,(c;nent. 

SECT I',( 6. 0) .. ,otific:tii[ ri to Potential Suppliers - In order 

that all lUnite.] 'lIc f3i'r.::; .. ii]i have te opportunity to participate 

in fur.iu- .' rnento be financed under the Loan pursuant to 

Sectio-i 1,1 1, th- fo.ro,.,r shall furnish to AID such information with 

'egard e et, 'lnd at sucl tirrics, as A. ID. may request in 

fi -plth r.e -, t ,.t i on Lette c.. 



S(.,Il, ,. 10 • United Slates Government-Owned Excess 

Propert. .. The shall utilize, with respect to goods financedT Borro.,er 

under tO.e loan to .,vhich the ?.,orro)wer takes title at the time of procure

rnent, u(.ch reSCo ,( !.r!,d V~n ite, Si ates Gov e rrnmnt-owned Excess 

P'ot.erty a .Ilay he con. i.tenw with the requirements of the Project 

and a; mai e .vai.l tlh with in a reasonatle period of time. The 

B~orrower ih..-li seek .Ss. ce froin A.I 1). and A.I.D. will assist 

tte BoI.. owe ..- :ce:t:aiYA[)Lu tike a vailability of and in obtaining such 

Excess Pt'o}e;-ty. A. f. i). 1inmake arrangements for any necessary 

in'spection of z~u.:, Iproperty i.c the B orrower or its representative. The 

cost of in .p t[ Li , .i.,d ,f, acquisition, and all charges incident to the 

transfei to ihi. rro-.e:. of such Excess Pioperty, may be financed 

under the Loan. 

ART[CE VII 

iSSb Lr s e n i e n t s 

SiEGI'I: N 7.01 - .ist,u - enrint for Jnited States Dollir Costs -

Letter of onyr it:.__to SLttes Banks Upon satisfaction of 

cond.i tilo, .ccCh III, h',oe Ho rower bay, from time to time, request 

A. f. D. 1.0 Lsu,ei- ofoConiinitment for specified amounts to one 

* ,r .. o r,.....h, , ' s ha,n , satisfactory to A.I. D. , committing 

A. T.. ). f ti.1; halk o i" banks fo i payments made by them 

to cn i.,C .:: j lje.ii, thcrougl the use of Letter of Credit or 
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otherwise, for Dolla (.os st of goods procured for the Project in ac

cordance Nv:h the terin anl conOtions of this Agreemert. Payment 

by a ban] to a confvtro r o- supplier will be made by the bank upon 

presentathn of cu; h .hupportinrgdocumentation as A. I. D. may prescribe 

in Left:e r s f,;, rrritrr'e eat. and Iniplernentation Letters. 

Ba-rjkir_ ':harges incur red in connection with Letters of Com

rniti ent and i.etter' for the account of the Borrower- of Credit shall be 

and may he finan,:ed ,,.ier the Loan. 

SF.(.'T1t)N 7.0:.12 - Disbursemrients for Local Currency Costs - Upon 

satisfaction af condi tioa. precedent., the Borrower, may from time to 

time, recweat di s,:u.melt by A. 1. f). of Colombian pesos for Local 

Cuverincy Ko:s.s of good; awd ,ervVcey procured or to be procured for 

th e 14 W :.m wi ttM nin ( , O of this 

Agreement, bh ,b .intt.g t.o A. Lf D. riuch supporting documents as 

,V ,.nora t i a ,Ionditions 

A. f. I.). mnay pre,:scribe in fnypleinent: tion Letters. A. I. D. shall make 

su:h d-bn Vsients f:'orj p,sos (wvned by he lUnit:ed States Government 

and o ine. 1 , A. . I). v,\,i.it If . S, dol.ars. The U. S. dollar equivalent.itd 

of the ".o m a ,iil .b:h erreunder will be the amount of U. S. 

dollars requi red h!y A. f. D. to obtain the Pesos. 
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SEGTION 7. 03 Other Forms of Disbursement - Disbursements 

y be rmla,leof the I,. in; also tb:ough such other means as the Borrower 

and A. L .nay :.g e to in v, r it ing. 

S ETb) 7. 04 - I)ate of Di h)ur,-ement - Disbursements by A. I. D. 

shall be deciy.t:A to C3:t: (r,) in the case of disbursements pursuant to 

Secltion1 7. ol- a ti-- o, which rnakes1, U1e A, f. D a disbursement to the 

or-ro'..I , Io i. esi:j; ee, () r to a banking institution pursuant to a 

Letter of tlonitmer.t, and (b) ir, the case of disbursement pursuant
 

to. S. 'ii o7, or -e A. I. D.
0' the o)niwhich disburses the local currency 

to the F lo, efo c'i to its (kc icfnee. 

S I'(.i f:i . 05 - T']emi in-t 1.),,e of Dis bursement - Except as 

A. L. Di 1-riiy uftierwie ; gree in writing, no Letter of Commitment, or 

othe cozr~nri.re'.t 'o,"tnient S ,V.,i'2h may be called for by another form 

of lish, v Si: eiq : r Se-ee .'-:ior 7. 03 o r aimendrnent thereto, shall be 

issued in "'5:.&:,Se io .e:j,.est., rc,.eived by A, 1. 1). more than thirty 

(30) rforth a i't- e-ting ':ie initial conditions precedent and no 

disb ;t(:,; , '..,!Ii ie nade g.ir..t documentation received by A. I. D. 

or any ,.e Ue ,cibedl in Section 7. 01 mo re than thirty six (36) months 

3fter ;11'ik I-t-. A. [. ). , at its option may at any time or time after 

SIiCi-h1 ,e ) bvY.tt-te-,e iLe to jnA all. or any part thereof for which docu

inentation wai not received by such date. 
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ARTICLE VIII 

Cancellation and Su spension 

SEC'TION 8. 01 -- Cancellation Iby the Borrower - The Borrower 

may, with the prior wvrtitten consent; of A. I, D. and by written notice to 

A. I. 1). , c:ancel any p.i rt of the Loan (i) which, prior to the giving of 

such notice, A. 1. D,i has not disbursed or committed itself to disburse, 

or (ii) ,ik hazj not then been utilized through the issuance of irrevocable 

Letters of Credit or through bank payments made other than under 

irrevoc-tble Letter of Credit. 

S1'ECT!fOi' 8. 02 - Events of Default; Acceleration - If any one or 

more of the following evtnts (" vents of Default") shall occur: 

(a) '*The Borrower shall have failed to pay when due any interest 

or installment of P-rincifpal required under this Agreement; 

(b) The Borrowe r shall have failed to comply with any other 

provisior of WtiEi Agreeinent, including, but without limitation, the 

obligation t cairry out the Piojec-t with due diligence and efficiency; 

(c) Tiie Borrowe r shall have failed to pay when due any interest 

or any in tailnient of FPrincipal or any other payment required under 

any other Loan Ag.reerment, any guaranty agreement, or any other 
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agreement between the Borrower or any of its agencies and A. I. D. or 

any of its predecessor agencies: Then A. I. D. , may, at its option,
 

give tL.. "o,. ,,,_,;cc:: thata'U>,all or 
any part of the unrepaid Principal 

shall ,C;d1,c .:nd r'y-a hl,- si:Kty ((,0) days thereafter, and, unless the 

Went of )t~f.1 'l i& cauied Within such sixty (60) days: 

(i) such .,repaid rincipal and any accrued interest hereunder 

shall be due a d payable immediately; and 

(it) the ari r. f'nan y faxrther disbursements made Linder the
 

then outst:anding irrevo,:, lde Lett:ers of Credit or 
otherwise shall
 

becoine due , 
 pablt-t as soon as made. 

SL;CTf.' ).,8.03 - Suspension of Disbursement - In the event that 

at any tinre: 

(a) Arn ee.nt of de falt, has occurred; 

(1b) An event ihat A. f. D. determines to be an extraordinary 

sit ml tim. tii, rnM.a: it i:' .o ltle either tiat the purpose of the Loan 

will. be .ti C i. ofla .i t i:. oirowncr will be able to perform its 

,,n ::dh f iii.; i.greernent; or 

er-t would beA:' ,-u ":st.-. by A. 1. I. in violation of the 

le gisIa1:io r-Y r_, )n -o v r : [ 
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(d) The ! orrower shall have failed to pay when due any interest or 

any instafibent of Principil or any other payment required under any
 

oI:Iicr Loan ag, ern:unt, ,n gniaratity agreement, 
 or any other agreement 

betwee: . ile Boirucv,,er or z,.ny of its agencies and the Government of the 

United State, ort- any of its agencies; 

(e) Sati,,fact~ory- progress is not, being made in carrying out all
 

or any p:-rt, of Hie Project in accordance with the terms of this
 

Agreennent: 'Then A. I. D. may, at its option:
 

(i) suspend o-r carwel outstanding commitment documents to the
 

extent that they Ldve 
not been utilized through the issuance of irrevoca

ble Letters of ,.,redit or ti. ough bank payments made other than under 

i'rrevoc Thle Lette-.i of (redit, in which event A. I. D. shall give notice 

to the BOrrowCe prorn-,pt!v'; 

(ii) declinC to mace (1i, ;di)tbirseinents other than under outstanding 

commit rce.t doc-unment i ; 

(iii) decline I:o is te additional commit-ment documents; 

(iv) at A. 1. D. 's expense, direct that title to goods financed under 

the Lo:.n sli:!i be tra'nifre.rred to A. E.D. if the goods are from a source 

outside tle o:fnHiervBorrcwer, in a deliverable state andol:'tie are 

have noat been off lcaded in ports of entry of Colombia. 
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Any disbu.r-temenl made or to be made under the Loan with respect 

to such t.ransforerd ioods shall )ededucted from Principal. 

SlCTfkJN c, "1 -.Cancelli tion by A. I. D. - Following any
 

suspension of di4lu rsenienl: pursuant to Section 8. 03, if the or
cause 


causes for .spe shall not have been
iuci rsioi of di.,bursements 


elimnina ted o-r car iected witIiiri sixty (60) days from the date of such
 

SLspensi ion, A. I. I). rmay, at its option, at any time or time thereafter, 

cancel all o!- at:y ip- t of the Loan that is not then either disbursed or 

subject, to i; ue,.oca Ile letters of Credit. 

SI.I;'-;JILK . (0 - Continued Effectiveness of Agreement - Not

witlhs [ardi j .:111:y- suspension of disbursement, ork'a ;icellation, 

acceleati.o of; ep:-y-inent, the provisions of this Agreement shall 

conti.ue litfll ,'.'.e aid effect until the payment in full of all 

i ZV:c'u'.'dP ic .i'. 1 in!ee: t hereunder. 

Si:CT! N 8.o t) - he. f.r. S 

(a) f.Lthe ase of any disbiursement not supported by valid 

docurrie ntsi.tion !,!:.>cdance with the terms of this agreement, or 

of any disbu.er . -r!t niot ,ii.,de or used in accordance with the terms 

of this Agicent, A, f. D. , ,otwithlstanding the availability or 

exerci:se of any of tlle other :rernedies provided for under this 

http:disbu.er
http:conti.ue
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Agreement, may require the Borrower to refund such amount in United 

StaItes o.a Lus to A. I. 1). wi thin thirty (30) days after receipt of a request 

th=refo r. Sh anr,:~};ihail be made available first for the cost of goods 

and seicc_ pro. ,-d for the Project hereunder, to the extent justified; 

the r i- Wer, if any, shall be applied to the installments of Principal 

il i:le .- (e oz, c-:r of lheir maturity and the amount of the Loan shall 

be reducerI -y Ohe atnomt. of such remainder. Notwithstanding any other 

prCovi.sion. in lids Agrerr-ent, A. I. D. s right to require a refund with 

respect to a -y d'iisbu ,'ernent under the Loan shall continue for five 

years following the date of such disbursement. 

(b) In the event: that A. 1. D. receives a refund from any contractor, 

supplier, or banking insLitution, or from any other third party connected 

with the Loan, with respect to goods or services financed under the Loan, 

and ,h refun.id r :.at.;es to ain unreasonable price for goods or services, 

or to oodis ti:t t id not ,'onform to specifications, or to services that 

wxere i*it.]e~nat, A. 1). , hall first make such renind available for 

the cst of goodi, sad-ervices procured for the Project hereunder, 

to the eHe:.., .i,u-. tie,, thr .emainder to be applied to the installments 

of' Prh:,ipa. if tien i'eVrsc order of their maturity and the amount of 

the Loan Jhall be r'edlced by the amount of such remainder. 

http:refun.id
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SEG.IC(); 8. 07 -. =ijnes of Collection - All reasonable costs 

incurred ]-A. F. D. ol.lier Ithan salaries of its staff, in connection with 

the collec tion r)F any (eftr.d or in connection with amounts due A. I. D. 

by reason o f oc'mfir en ue of any of the events specified in Section 8.02 

may be clL-g ed to 1tie Btorrower and reimbursed to A. I. D. in such 

manner as A. f. D. may specify. 

SEC.[11,, 8,08 -. Nouwaiver of Remedies - No delay in exercising 

or omission to e(--iv:ist: any right, power, or remedy accruing to 

A. 1. ). itnder this Agrceement shall be construed as a waiver of any 

such rights, ro';.,,r, or rerredies. 

ARTICLE IX 

Miscellaneous 

SECTIRO,4)N . 01 - ,ji -:cto.s Any notice, request, 

doune;1, : o. &.:,: I,. U I~oi.o. given, iade or sent by the 

Bow.e, . A. [. 1). ]',r-;,ant to this Agreement shall be in writing 

of by ;4:,r ;:.)t:,radiograrn and shall be deemed to have been 

duly giver.., illade oL" se',t to the party by hand or by mail, telegram, 

cale o-r 1.: i:h- following addresses:- A:dio2 


TO -iL f-i()b{ROWER:
 

Mail Address: Averhida Caracas No. 63-57 Piso 4o.
-
Bogoti, Colombia 
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Cable Address: 

TO A. . 1).: 

Mail Addre,;s: IUSAfD Mission to Colombia 
American Embass-y, Bogota, Colombia 

Cable Address: AM-'EMBASSY - Bogotd, Colombia 

Other addresses may be substituted for the above upon the 

giving notice. All not-ices, requests, communications, and 

docurneits suln-itted I.o A. f, D. hereunder shall be in English, 

except as A. .. D. may oflherwise agree in writing. 

SECTION 9. 02.. -_Plepresentatives - For all purposes relative 

to this Agi-eement, tile Borrower will be represented by the individual 

holding o- ai t.ig in [he office of the General Manager of Caminos Veci

nales and A. L° 1). ,,ill he represented by the individual holding or acting 

il the Off'e o1f ri 4i,ion Director, USAID Mission to Colombia. Such 

individual,. h,,e aild.:t!orify to designate additional representatives 

by written ,cdt i.'e. ll the evenl of any replacement or other designation 

of a repr'esenttl\.at. h.'ender, Borrower, shall submit a statement of 

the repreetati\ e'_- namne and specimen signature in form and substance 

satisfact.ory Lo A. i:. 1j. Until receipt by A. I. D. of written notice of 

revocatioo of tlhe atithority of any of the duly authorized representatives 

of the Borrowei,, designated pursuant to this Section, it may accept 

http:repr'esenttl\.at
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the signature of any such representative or representatives on any 

instrument _:s c ,',i]-i\e evidence that any action effected by such 

insirrmentI ii flU-y ao h,--orized. 

SE( ;ThW)i '1). 03 - I-Mlenentation Letters - A. I. D. shall from
 

tirme to time i 'Wt- Lupienientation Letters that will prescribe the
 

procecdlre 3,p1.cabi. hereunder in connection with the implementation 

of this Ag-eerero:L, ",folhiyg set forth in such Letter of Implementation 

shall eit:he-r nodify or alter the terms of this Agreement. 

SEl:'ijroH ,). 04 -. t:'romissory Notes - At such time or times 

as A. I. ). ni .y 'equest, the Borrower shall issue promissory notes 

or such other e','iden,.es of indebtedness with respect to the Loan, in 

such ior.:r,, oaingL u;nc1i terins and supported by such legal 

opiniont a., A. f. 1). ta / reasofnable request. 

Si .' ~0 ' - S.(:..:cessors to Rights of A. I.D.- If by operation 

of any law; of Hie~ Uniled Stahe s, or by virtue of assignment, any 

corporate or oft,:c age.-cy of the United States Government succeeds to 

the rights and obligations of A. I. 1). under this Agreement, such agency 

shall be deemed to be A. F. 1). for purposes of this Agreement. 

SEC;J'RfO; :. 06 - Effective Date of Agreement - This Agreement 

shall enter into effect on the day and year first above written. 

http:e','iden,.es
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SECTION 9. 07 -Termination 'Upon Full Payment - Upon payment 

in full of tle .,-i :,d of iny accrued interest, this Agreementnoip:At 

and all oca'. ti.r.K- of the Borrower and A. I. D. under this Loan 

Agreement shall 1-firminu te. 

IN Wf'if £.;:: ;'i;O", Borrower, and the United States of 

Arnerica, each ,cing through its duly authorized representative, 

have caused tlis Agreei.ient to be signed in their names and delivered 

as of the day an.d yeat fit' above written. 

FONDO NAG[ONAl, J.)E CAMINOS 
V ECINALL,,S UNITED STATES OF AMERICA 

S1 Jaime Alberito Garcfa R._ S/ Viron P. Vaky 
Title: Director General Title: Ambassador of the 

United States of America 
to Colombia 

,S1James Megellas 
Title: Director, USAID Mission 

to Colombia 



AN NE'X I 

DE SCRIPTION OF PROJECT 

The Proje.::l will it],t.. increased agricultural production among 

small, heietoforte, iso],-L-ted farnmers, principally by improving their 

access to A tI,ndL:t;reducing transport costs. In addition, the 

Project wil open isd.ated areas to government and private sector 

institutions and -c ries, p.-irtictilarly agriculture, education and 

health. The ilrojek t will be implemented through the Caminos 

V eciriales "Pico Y lP.a' 	 anroad construction activity, institutional 

development activity ard a maintenance activity. 

1. 	 Road Constriclion Activity 

The road -.oiistru( lion funds under the Project will be used for 

the Pico y Pala prograin carried out by Caminos Vecinales ("CV"). 

Ar acti. ity total of $10. 7 mnillion dollars will be invested as indicated 

in Table 1. Approirhi-ely 690 km of labor intensive feeder roads 

are to 	be co.str':tet. Based on an estimated 9 km length per 

feedei rood ,an, a.r ,_..e cost of $12,000 dollars per kin, it is 

expec ed , oi, 1 10jp 0ortely feeder roads are to be initiated 

and appro,:im'.,, Afevcde roads are to be completed during the 

life of the Projectt. Erphasis will be placed on completion of 

individual sub-.projects in the time-frame of the Project. 
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The indivi-Yal roads to be included in the Project will be selected
 

on the basis ofihing a considerabIe socio-economic payoff, primarily
 

measured hI, agieu l ral producLivity and economic internal rate of
 

return calculations. The Pico and Pala road construction activity
 

will cornpler-er,t, a)thongh not be necessarily limited to, road
 

construc'tior, in tlhos areas within 
the GOC's Integrated Rural Develop

nient (DIi) Plan. P:)roject funds will give equal priority to areas
 

where rel t t iripuvt- atid set-vices are assured and where considerable
 

productioz potential exists for the 
nine crops given priority under the 

GOC's N.it ritio( Plan. 1f't.eer roads in predominantly coffee growing 

areas will niot Lt i:i.lIuded in the Project. A specific selection 

rnethodology will be deeloped as described below in the institutional
 

developnent a,- ti, it.%
 

A[L)' ; fii:. i.al ha re of the road construction activity is 44% 

(U)S$4.7 :ili.,; as indicated in Table 1. The specific contribution 

of Afl) It,irli\ Iui ub -projects will be on the basis of a fixed cost 

per L ilorrae-:. iist.-d before construction starts by mutual 

agreemer,t jetw.t:,,en the tBor rowe r ard AID. 

2. Ins",titutiof.1. . .eopelnt Activity 

The proposed road construction activity implies an improve

ment in Garinitios V'eciales rethods in selecting, implementing, 

I, 
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and cojist ru, ti:.g Pico y Pala roads. The following institutional
 

improvements will increase t:he beneficial impact of the Project.
 

a. 	 Sub- roje"t. Sdel ction 

As rnentirif.-d djove , the roads included in the Project will be
 

selected on tht 1ia i, of meeting 
a set of selection criteria. The 

criteria will he ILe,.-elopt.d by CV with the help of loan financed technical 

consultants. ihe conslItants will help to prepare an overall selection 

methodology ai,. refine the project selection criteria. They will 

retu rn at intei-\'ls to review and revise the methodology and its use. 

It is estimated that the assistance will cost US$25, 000 shown inas 

Table I. It is expected that the methodology could be used in the 

other road constrtiction prograis carried out by CV. 

b. 	 Sub- ri'oject P\,'3lltiton 

Assisti,-.e is, to be provided in establishing and implementing 

an ongoing. ;)yIemn for cevaluating the impact of Pico y Pala roads. 

Collection of elielj. ,Lita will be made in areas where roads are 

in - are soplanned ind --- al ;ireais where roads not to be provided 

providhe The data willas to i-etice cases. describe the agricultur

al developn-ent stage of the areas of influence, approximate fallow and 

potential 1gl'iLultural land, number of affected inhabitants, levels 

1' 



-4

and sources of income, marketing practice, cropping patterns, 

educatioual and ht-e-!.L levels, and community centers. The baseline 

and ar,alyti (dL:i will be considerably more detailed than is required 

in the 	noii,-il project selection process, in that the evaluation study 

would not ju~t be io estimate of benefits but would, in fact, prove 

what 	benefits had beer. aIchieved in an area where roads had been 

construcled and v\,,:i'e other inputs were to be provided. A carefully 

designed and executed impact study will bring to light interesting 

phenomena that. will be of value to all future agricultural programs. 

The 	estimated cost of the study is US$100, 000 as shown in
 

Table 1.
 

c. 	 Design and Construction Capacity
 

Carninos Vecinales in its Pico y Pala program will improve
 

its design and cc;nst.ruction mr-ethods to optimize the construction of 

access roads, It ib expected that Caminos Vecinales will have the 

capability to ,rform we.ll such activities as low cost and simple 

soil studit.es, surface and sub-surface water control, erosion control, 

landslide a re- detection, and route localization assisted by aerial 

photo rnethod,. 1Vapert assistance is to be Project financed to 

examine present road design and construction practices and address 

the da.sign, environmental, and maintenance problems. 

http:studit.es
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Also, with the help of outside experts, in-country training
 

seminars and sessions are planned to be included in the Project.
 

Their purpose %^illbe to introduce the new project selection criteria 

and to explain the design, environmental and maintenance considera

tions to the regional personnel who supervise road construction. 

The Project will attempt to develop an interchange between
 

Colombia and several other 
Latin American countries which are 

implementing rural roads programs. Staff and personnel from 

other countries will be invited to Colombia to visit the national and 

regional offices of the Colombian Pico y Pala Program, as well as 

actual construction sites (proposed, underway and completed), to 

facilitate the transfer of technologies and administrative method

ologies among the various country programs. In addition, Colombian 

personnel will be ,ible to visit other countries to evaluate other 

experiences. 'i'he Itotal estimated cost of the above activities to 

improve Design and Construction capacity is US$98, 000 as indicated 

in Table 1. 

d. Environmental Effects 

The probler. of erosion, landslides, sedimentation and 

flooding are destroying a considerable amount of Colombia's 

agriculture potential. Access roads construction contributes to 

/i 
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such 	adverse effects. The Project will finance a full environmental 

assessment. The assessment will go beyond simple identification 

of impact but would address such topics as recommended actions 

for mitigation of adverse effects, and identification of alternatives 

that would result in the best quality development. 

From 	the assessment Caminos Vecinales will be made aware 

of adverse environmental effects of Pico y Pala road construction 

and will be provided with expedient methods to deal with such effects. 

Approximately US$60, 000 will be made available for these purposes. 

The specific personnel and technical requirements will be determined 

by Caminos Vecinales. 

e. 	 Cash Flow, Budgetary and Cost Accounting Functions 

Caminos Vecinales is to have an improved system to account 

for expenditures ,:ind costs in order to improve its planning and 

executing capacity. improvements are also to be made in the cash 

flow process from national sources to Caminos Vecinales and to 

field payment offices. The proposed Project includes a study of the 

flow of National funds to Caminos Vecinales and to the field offices, 

and recomnendations to improve the cash flow process, along with 

a study to improve the expenditure and cost accounting system. 
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The study will cost approximately US$12,000. 

f. Evaluation and Maintenance Capacity 

Local studies are to be financed by the Project to investigate
 

the capacity and arrangements for maintenance 
 to be contracted 

possibly with Department Highway Offices, National Highway Offices, 

private contractors, or community groups. The studies will be 

formulated with the aim to attract community participation in the
 

maintenance service much possible. A
as as consultant will study the 

financial, equipment, personnel and organizational factors, determine 

problems and constraints, and formulate recommendations. Project 

funds in the amount. of approximately US$15, 000 will be used for 

studies of this purpose. 

3. Maintenance Activity 

With the aim t:o resolve the maintenance problems and with 

National Government approval, Caminos Vecinales will assume the 

responsibility for after construction maintenance of Pico y Pala 

roads. Caminos Vecinales will prepare the mechanisms to effect 

such maintenance. Caminos Vecinales will sub-contract the 

maintenance to capable Departmental Highway Offices, National 

Highway Offices which have willingness and excess capacity to 

assume feeder secondary road maintenance, private contractors, 
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or community groups. Carninos Vecinales and AID are particularly 

interested in developing a sound mechanism that would allow com

munity groups to participate in the maintenance of their own com

munity roads. Acceptable maintenance mechanisms and means to 

allow community groups to participate will be determined by 

Caminos Vecinales. 

Caminos Vecinales will finance the Maintenance Activity with 

a total of one million dollars, shown in Table 1. 



TAB LE I 

SOURCE OF FUNDS 
(US$000) 

A. I.D. G.O.C. 

1976 1977 1978 1976 1977 1978 

1. Road Construction 175 2,700 1,825 1,500 2,000 2,500 

2. Institutional Improvements 
a. Selection Study 
b. Evaluation Study 
c. Design and Construction 

Capacity Study 
d. Environmental effects 

Study 
e. Cash Flow, Budgetary and 

Cost Accounting Study 
f. Evaluation of Maintenance 

Capacity Study 

107 
14 
41 

10 

15 

12 

15 

104 
5 

29 

40 

30 

89 
6 

30 

38 

15 

3. Maintenance _ _ 233 333 434 

282 2,804 1,914 1,733 2,333 2,934 

TOTALS 5,000 7,000 

/l 


