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ALLIANCE FOR PROCRESS 

QWEUMIENT lAAN AG- 

AGREIWBMT, in furtherance of the Alliance for Progress, 
dated the 29th day of Ju ly  1965, between the CEWFRAL 
AUlERICAlU BANK FOR ECONOMIC INTBGRATIOH ("Borrowern), and 
the UXlTED STATSS OF A&U3UCA, ac t ing  through the ACEblCY FOR 
I ~ R H A T I O M L  DEVrWRPneNT ("A, I ,D. " ) 

ARTICLE I 

The Loan; The Prajram 

SECTION 1.1. The Loan. A . 1  .D. hereby agrees  to lend 
B o r r m e r  pursuant to  the Foreign Assistance Act oE 1961, 
as amended, up to t h i r t y - f i v e  mi l l ion  United States d o l l a r s  
( $35 ,000 ,330 )  ("Loan") f o r  the UaS. d o l l a r  and any Centra l  
American Natior~a 1 Currency ("Members ' Currency* ) costs of 
the  Program as defined i n  S e c t i o n  1.2 The aggregate amount 
disbursed hereunder is re fe r red  to a s  "Pr inc ipa lm.  

SECTIOY 1.2. The Program, The purpose of t h e  Loan is 
t o  make a  su i~s tant ia l  coneribut ion t o  the i n i t i a l  resources  
of the Cen t ra l  American Fund 5or Economic I n t e g r a t i o n  (.Pdm), 
created by Resolut ion AG- 1-65 of cne Governors of Borrawer 
a c t i n g  for t h e  f i v e  member CsunLries cf Borrower (-Member 
Countr ies*)  and administered i n  conformity k i t h  the same 
r e s o l u t i o n ,  The Pund has a s  i ts  purpose t h e  promotion of 
balanced regional infrastructure ZevelopmenL and Cent ra l  
American r e g i o n a l  ~ c o n o n i c  i n t e g r a t i o n .  

The man and the initial se:..2c mil l ion  d o l l a r  e q u i v a l e n t  
con t r ibu t ion  of the Mem'cer C o u n t r i e s  ("Members ' ~ o n t r i ~ u t i o n ~ )  
w i l l  c o n s t i t u t e  tojetker SIE "Inic~al F ~ 1 d  Resources". The 
Fund w i l l  Se constituted by the  Icitial Fund Resources, 
fur ther  m e m k r s  cor . i r ibut iar .s ,  co; l t r ibut iors  from extsrnal 
sources, and procsecs realized frm investment of the 
fore going. 



I n i t i a l  Pund Resources s h a l l  bc sub-loaned by 
B o r r w e r  (mSu;F.Loans") t o  f inance  u p  to one hundred (100) 
p e r c e n t  of the cost of i n f r a s t r u c t u r e  p r o j e c t s  ("Sub- 
Projects . )  primarily i n  the public sector. S u b p r o j e c t s  
m y  be financed i n  whole or i n  part by Borrower, i n  k h o l e  
or i n  pzt with Initial Pund Resources, and may be 
f inanced  by one o r  a number of ind iv idua l  sub-loans, 
depending on  the p a r t i c u l a r  s i t u a t i o n .  Cos ts  of Sub-Pro jec6s 
may i nc lude  costs of  f e a s i b i l i t y  s t u d i e s ,  eng ineer ing  ser- 
v i c e s ,  c o n s t r u c t i o n  services, and goods a& goods-related 
services. 

P r i n c i p a l  w i l l  a l s o  be a v a i l a b l e  f o r  Borrower, as 
agreed by A.I.D., to f i n a n c e  costs of  t e c h n i c a l  a s s i s t a n c e  
during the disbursement  period of th is  1-n. (Such 
a s s i s t a n c e  t o g e t h e r  w i th  the Sub-Project a c t i v i t i e s  
d e s c r i b e d  above i n  t h i s  Sec t ion  shall h e r e i n a f t e r  be 
r e f e r r e d  to as the wProgramw). 

AFtTlCLE I1 

I n t e r e s t :  Terms of Repayment 
p" ' 

SECTIOH 2.1. I n t e r e s t .  Borrower s h a l l  pay seui- 
annually to A.1-D. i n  dollars on t h e  unrepai6 P r i n c i p a l ,  
interest a t  the rate of o n e u p e r c e n t  per annum during 
Ikrrowerss grace pe r iod  ds def ined  i n  Sec t ion  2.2 hereof ,  
and t w o  and one-half (2%) percen t  pe r  annum t h e r e a f t e r ,  
computed on the basis of 3 365-day year ,  ahic?i s h a l l  a c c r u e  
from the d a t e  o f  the r e s p e c t i v e  disbursements hereunder,  the 
first such peymsnt t o  he due and payable no later t h a n  s i x  
(6) =nths  after the first such disbursement, on a date t o  
be s p e c i f i e d  by A-1.D. Disbursements hereunder s h a l l  'be 
des igna t ed  i n  dollars and s h a l l  be deemeO to occur (a) in 
the case of Dollar casts, on t h e  r e s p e c t i v e  d a t e s  on ahich 
payments by A.1.D- are made to a banking institution pursuz 



t o  a canmitment document r e f e r r e d  t o  i n  Sect ion 4.1 or  
(b) i n  the case of hmber Currency cos t s ,  on t h e  respect ive  
dates on which Borrower or i t s  designee received Member 
Currencies  pursuant to Sect ion 4.2. 

S-ON 2.2. Repayment, Borrawer s h a l l  r q p y  Che 
P r i n c i p a l  to A.I.D. i n  d o l l a r s  i n  sixty-one (61) equal  semi- 
annual ins ta l lments ,  +& first ins ta l lment  t o  be due and 
payable nine and one-half (911) years  a f t e r  the  f i r s t  i n t e r e s k  
payment i s  due ("Grac PeriodA).  

SECTION 2.3. Applicat ion and Place of Payment. 
A l l  payments s h a l l  be appl ied  f i r s t  t o  the payment of 
any accrued i n t e r e s t  and then  t o  the repayment of 
Pr inc ipa l .  A l l  p a p n t s  shall be made to the Cont ro l l e r  
of the A.1 .Do Regional O f f  ice f o r  Cent ra l  America and 
Panama (ROCAP) i n  Guatemala and s'nall be deemed to have 
been paid when received by A.Y.D. at t h a t  place. 

SECTION 2.4. Prepayment. B o r r o w e r  s h a l l  have :he 
r i g h t  t o  prepay, without penal ty,  on any d a t e  on which 
i n t e r e s t  i s  due, a l l  or any p a r t  of the UXE r id  Pr inc ipa l .  
Any prepayment s h a l l  be app l i ed  i n  the order  p r e s c r i k d  i n  
Sect ion  2.3 hereof ,  and any amount appl ied to repayment of 
Principal shall  be appl ied  to t h e  remaining unpaid i n s t a l l -  
ments of P r i n c i p a l  i n  the  inver se  order  of t h e i r  maturity. 

Conditions Precedent - 
S-ON 3.1. Conditions 3rece2ent t o  In i t ia l  

Financinq. Prior to tine first disbursement or  the 
issuance of t h e  f i r s t  commi-bent document, Borrower 
s h a l l  f u r n i s h  A.I.D. i n  form and substance satisfactory 
t o  A.I.D.: 



(a) An opinion of legal c o u ~ e e l  a a t i a f a e t o r y  to  
A.I.D., that t h i m  Agreeament ham been duly  authorized or 
ratified by and executed on behalf of Borrwer and con- 
stittatem a valid arid l e g a l l y  biading ob l iga t ion  of Borrower 
i n  accoxdance with i ts  termo; 

(b) Evidence of the a u t h o r i t y  of the person or 
persons wbo w i l l  act as the r ep resen ta t ive  or rewesen- 

' -  tatives o E  Borrower pursuant t o  Sect ions  8.2 together  
w i t h  a specimen signature i n  dup l i ca te  of each such person - c e r t i f i e d  as to  its a u t h o r i t y  by l e g a l  counsel satisfactory 
to  A,I.D,; 

(c) Writ ten  r e p o r t s  containing the zmount and 
r e c i p i e n t s  of any commissions, fees,  or payments of any 
k i n d  which bave been made or agreed to be made to any 
person, firm, or corpora t ion  (other than r egu la r  compen- 
s a t i o n  t o  fu l l - t ime officers and employees of Borrower) 
for semices i n  connection with preparing or preseni5ng 
'the a p p l i c a t i o n  which has r e s u l t e d  i n  the a u t b r i z a t i o n  of 
the loan by A-1.D. o r  i n  comec t ion  with negot ia t ions  
i n c i d e n t  to  ob ta in ing  the loan ( indica t ing  whether such 
gaymetats have been or a r e  to  be made on a contingenk fee 
basis) ; 

(d) A w z i t t e n  statement of standards, policies, and 
procedures to be followed by Borrmer i n  adminis ter ing 
Initial Puad Resources including standards for approval of 
Sub-Projectst procedures f o r  assuring t imely A.I.D. review 
of SubPzojects; procedures f o r  maintaining separate 
acccnrnto Z o r  Initial Fund Resources; a draft Sub-Loan 
Agreement: and such o ther  matters  as A.1 .I). may reasonably 
requerst : 

(e) Bwidence of arrangements f o r  sepa ra t ion  of 
r e s p o n s i b i l i t i e s  f o r  promotion from those of evaluation 
of Sub-Projects within the i n t e r n a l  organiza t ion  of the 
Borrower and f o r  technical advisor  s e r v i c e  t o  provide 
advice  and a s s i s t a n c e  to Borrower i n  the implementation 
of the  P l d .  



(f) Evidence that the mnber Countr ies  have resolved  
to cal l  from Borrower's eubacribed capital not  less than 
seven (7) million d o l l a r s  a s  t h e i r  con t r ibu t ion  t o  I n i t i a l  
Fund Resources; 

(g) Evidence that t h e  Board of Governors of Borrower 
has increased Borrowerts authorized c a p i t a l  by not  less 
than a to ta l  of twenty (20) mi l l ion  dollars; and 

(h) Evidene that M e m b e r  Countr ies  have made arranye- 
mente t o  pay their respective shares of )(emberst 
Cont r ibu t ion  to the Pund i n  accordance with Resolution 
190. AG-1-65 of the Board of  Governors of Borrwer and 
i n  such manner, satisfactory t o  A.I.D.,  as w i l l  assure  
a t  all Member Countr ies  share equa l ly  i n  the e c o n d c  
burden of the Program alnd that t h e i r  con t r ibu t ions  are 
f r e e l y  a v a i l a b l e  to  Borrower to meet the needs of t h e  
Program. 

SECTION 3.2. Sub-Ltxm A g r e e m e n t  t o  Finance Nicaraguan 
Regional Roads CA-3 and -6. X t  i s  understood and agreed,  
notwithstanding anything here in  ko the contrary,  tha k 
disbursements may be made and commitment documents may be 
issued under this Agreement w i t h  r e spec t  k o  the Nicaraguan 
Regional roads after: (i) condit ions 3 - 2  (a), ('D) and (c) 
have been met by Borrower; and ( i i )  zppropr ia t e  amendments 
ico the Agreement between B o r r o w e r  and the Government of 
Nicaragua have been made i n  accordance w i t h  Sect ion 7.4 of 
t h a t  Agreement and A.I.D. Loan blo. 596-L-0.35. 

SECTION 3.3. ~ond i t ions"Preceden t  50 Signing of Sub- 
Loan Aqreememts ( . C d t m e n t 9 )  i n  Bxcess of ?xmty-five (25) 
n i l l i o n  Dollars, - No more than twenty-five (25) m i l l i o n  
d o l l a r s  of  the Loan shall be committed u n t i l  Borrower shall 
-ha%-= presented i n  form and substance sa t i s fackory  to A-1.D. 
evidence thak Member Countries have taken necessary steps 
t o  .,mnstituts a s a t i s f a c t o r y  c o d t m e n t  of the Member 
Countr ies  to a reasonable systec for continuing con t r i -  
b u t i o n s  t o  the Fund. 



SlBRIOH 3.4. Terminal Date f o r  FulfillmQnt of 
Condition8 Precedent. Except a8 A.I.D. may otherwiee 
agree  i n  writing, i f  the conditions required i n  Section 3.1 
have not  been completed with respect  t o  a t  least  one (1) 
Su&Iean i n  addition to that f o r  Hicaraguan Roads CA-3 
and Cn-6 within one hundred and twenty (120) days of the 
Effective Date hexeof, then A.1 ,D. may a t  any t i m e  there- 
after at its option terminate thie Agreement by giving 
notice to Borrower. Upon such termination, all obligat ion8 
of the parties hereto under this  Agreement, except those 
with reapect to refund o r  repayment of funds previously 
disbursed, s h a l l  cease. 

ARTICLE IV 

SEY3TION 4.1. Disbursement f o r  D o l l a r  Costs  of the 
Program. To obtain disbursements fo r  Dollar costs of the  
Program, Borrower may from time to time request A,Z.D, t o  
i s s u e  coomitment documen~s to one o r  more banks i n  the 
United S t a t e s  designated by B o r r o w e r  and sa t i s f ac to ry  t o  
A.I.D., committing A.I.D. t o  reimburse such bank or banks 
f o r  payments made through l e t t e r s  of c r ed i t  o r  otherwise, 
t o  Borrwer o r  any designee of Borrower, pursuant to such 
d o c w n t a t i o n  requirements a s  A,I.D, may prescribe. Banking 
charges incurred pursuant t o  t h i s  Section i n  connection w i a i  
a ccxmitment document shall be f o r  the  account of Borrower, 

- m a y  be t rans fe r red  t o  Sub-Borrower, and may be financed 
 her^ d e r ,  

SBCTION 4.2. Disbursements f o r  Membersr Currency Costs 
of the Program, ! b o t t a i n  disbursements f o r  Memberss 
Currency costs of the Program, Borrower may from time t o  
time and i n  accordance with requirements foz  the Pr~gram, 
request  A.1.D. t o  issue conmitment documents 20 one or mre 
banks i n  the United S ta tes  designated by Borrower, the 
appropriate Uember Coantry, o r  the designated bank of a 
Menber Country (*Central Bank*), cotmkttinj A.I.D, to 



reimburse euch bank o r  banke far payment6 made through 
lettere of credit or otherwise to Borrower, Mewber Country, 
or Central Bank pursuant t o  such documentation requirements 
am A.I.D. may prescribe. Upon the issuance of auch aom- 
mitment docwmts or  reimbusement by A.I.D. t o  the bank 
03 banks i n  t he United States, Borrov*er, Member Country 
or  Cen t ra l  P d c  s h a l l  mbke Members' Currency available 
for t h e  Program, i n  accordance with procedures s a t i s f a c t o r y  
to A.I.D. 

I 

SECTION 4.3, Other Fo~ans of Disbursements. Disburse- 
menks may a l s o  be made through such o t h e r  means as Borrower 
and A.1.D. may agree to  i n  wri t ing,  sub jec t  t o  the  approval  
of  the r e spec t ive  Government or Cent ra l  Bank in  each 
p a r t i c i p a t i n g  country, 

SECTION 4.4. Terminal Date for Requests f o r  Coarmitment 
Ikcuments and f o r  Disbursements. Except as A.I.D. may 
otherwise a g r e e  i n  wr i t ing ,  nc .r-i znent document s h a l l  
be i ssued  i n  response t o  reque- zeceived .later than  
f i f t y  four  (54) monkhs a f t e r  th,  Affective Date hereof . 
and no d i sbhZZ8en t s  s h a l l  be mde a g a i n s t  documentation' 
received l a t e r ' t h a n  five years a f t e r  the S f fec t ive  D a t e  
hereof.  -- 

ARTICLE v 

Covenants Concerning Procurement 

SBCTIOH 5.1, E l i g i b i l i t y  Date, With t h e  except ion 
of orders or con t rac t s  i n  connection with Nicaragua Roads 
CA-3 and CA-6, and except as A.I.D. may oizhemise agree i n  
wr i t ing ,  no goods or se rv ices  may be financed i n  whole or 
i n  part, under cami tment  documen;ss issued pursuant to 
sub-sect ion 4.1 or 4.2 which a r i s e  out  of ordezs o r  c o n t r a c  k - s  

firmly placed o r  entered i n t o  prior  t o  the Effec t ive  Date 
05 this Agreement. 



SAXTOPS 5.2, ,Cimall Business Hotif ication. In order  
that American amall-business  shall have the opportunity to 
p a r t i c i p a t e  in  furnishing goods and services fox the ,brs.;.ram, 
Borrower ehall, at  6uch t ime p r i o r  t o  ordering or c o n t r a c t i n g  
f o r  such g r d e  or  services t o  be procuxed i n  the U a i  Zed 
States and financed under this Agreement es'cinuked to cost 
w r e  than the equivalent of f i v e  thousand d o l l a r s  ($5,000) 
or otherwise am A.IID,, may specify, cause t o  be received 
by A.1.I). i n f o r m a t i o n  concerning such goods or s e r v i c e s  as 
2'LI.D. may r e q u i ~ e . ~  

SECTION 5.3, Source of Procurement. A l l  goods and 
s e r v i c e s ,  except ocean shipping and marine insurance, 
f inanced f o r  the Program w i t h  P r inc ipa l  shall have both 
t h e i r  source and o r i g i n  i n  Lhe United S t a t e s  of America 
or in Member c o u n t r i e s ,  Ocean shipping and marine insurance 
s h a l l  have t h e i r  source and o r i g i n  i n  the United S t a t e s  of 
Rmerica, Ocean shipping procured from a United S t a t e s  f lag 
tarrier s h a l l  be deemed to have i t s  source and o r i g i n  in 
the United States. Marine insurance procured from a firm 
a:uthorized to  do bus iness  i n  any state of t h e  United S t a t e s  
shall be deemed t o  have i t s  source and o r i g i n  i n  t h e  Upiced  
: , tates.  All o t h e r  goods and se rv ices  procured for a Sub- 
'r'zoject finauced i n  whole or i n  part by  a Sub-Xaan s h a l l  
have their source and o r i g i n  i n  countr ies  included i n  
C' de 935 of the A.I.D. Geographic Code Book as i n  e f f e c t  
a r; the  time such goods o r  servzces are procured. 

SECTION 5.4. Administration 

(a ) A t  least f i f t y  (50) percent of the 
g F.' ) s s  tomage of a l l  goods financed under cormaitmenc 
dca : l m e n t s  issued pursuant  tc; Sect ion  4.1 hereof ( 'E l ig ib le  
Gctwism) (computed s e p a r a t e l y  for dry 5ulk c a r r i e r s ,  dry 
c z r j o  l i n e r s  and tankers) which s h a l l  be trans-wrtsd on 
oc.: sn vessels shall be t ranspr  ted oa Fr ivately-owned 
United Sta tes  flag c o m e r c i a l  vessels. 



(b) Bligible Goods shall be tzarusported to  
Centm.1 Anrerica orb c a r r i e r s  of countries included i n  
Code 535 of the A.1.D. Geographic Code Book as i n  e f fec t  
a t  the  time such t r a n s p r t a t i o n  is procured, except that  
El ig ib le  Goode may not be transported on any ocean vessel 
which A.I.D., i n  a notice t o  Borrower, has designated as 
ine l ig ib le .  

(d I f  i n  c ~ n n e c t i o n  with the placement of 
.. marine insurance on shipnent under United Sta tes  l eg i s l a t ion  

authorizing assistance to other nations, any -r Country, 
by s t a t u t e ,  decree, ru le  or regulation, favors any marine 
insurance company of any country over any marine insurance 
company authorized t o  do business i n  any s t a t e  of the 
United S-tes, Dollar Goods financed under -this Agreement 
sha l l ,  during the continuance of such discrimination, be 
insured against  marine risk i n  the United Sta tes  with a 
company or companies authorized t o  do a marine insurance 
business i n  any state of the  United States .  

Additional Covenants and Warranties 

SETIOIY 6.1, Conduct of the Program 

(a) The Borrower shall carry out and complete 
the Program with due diligence and efficiency i n  conformi-ly 
with sound banking, technical and financial  practices. 
The Borrower shall exercise i ts  rights,  i n  re la t ion  t o  
SubLoans so  as t o  protect the in te res t s  of the Borrower 
and A.I.D., to meet the requirements and discharge the 
obl igat ions  of the Borrower under this Agreement, and to  
f a c i l i t a t e  the success of t h e  Program. 

(b) I n i t i a l  Fund Resources s h a l l  be sub- 
loaned by Borrower i n  accordance with standards and pro- 
cedures and i n  categories t o  be mutually agreed by 
Borrower and A.I.D., such categories bein3 selectecl on tne 
basis of n g i o n a l  needs as set for th  in Resolution AG-1-65 



or futuxe reeolut iona of the Board of Governors of 
Bc~rzower. Costa of SubPaojecte may inchide costs of 
fcamibility etudieru, engineering sezvicets, construction 
sarVicee, and goods and goods-related aervicea f o r  Sub- 
Pzo jects. 

A l l  Sub-Loam and Sub-Projecta financed 
with Initial Pund Resources e h a l l  conform with the provieions 
of Borrower's Charter as w e 1 1  am any resolution, amendments, 
modifications, or standards or procedures governing the 
expendi twe o f  In i t i a l  Fund Resources to  which A.I,D, and 
Borruwer may agree i n  wrj.,ting. 

(c) )lembers Contribution s h a l l  be p i d  in 
to the Fund i n  accordance with arrangements made with 
Borrower and s a t i s f a c t o r y  t o  A.I .D.  pursuank t o  Sub- 
Sect ion 3.1 (h) hereof,  

(a A.I.D,  and Borrower s h a l l  confer from 
kime to t i m e  on whether technical  ass is tance  is des i rab le  
for the Program. If Borrower and A,I .D,  determine thac 
cor\sulting se rv i ce s  are desi rable  for  the Program, Borrwer 
s h a l l  obtain A , I I D o 8 s  approval f o r  any contractual  o r  o ther  
axrangement for such se rv ices  financed i n  bhole or i n  pa r t  
by Principal, 

(e A.1.D. Loan No, 536-L-005 r e l a t i ng  to 
Nicaragua Roads CA-3 and CA-6 w i l l  be cancelled by A.I.D. 
when the conditions of Section 3.2 have been nee by 
mrrowel: and H e r  Countries. Any obligat ions charged 
a y a i n s t  A.1.D. m n  596-6005 w i l l  be transferred a s  charyes 
aga ins t  this loan so that t h e  maximum obligat ion of A - I  .D. 
umkr Imm No. 596-6005 together with .this Loan w i l l  not 
exceed thirty-f i v e  mi l l ion d o l l a r s  ($35,000,000) o r  
equivalent,  

SECTIOI.9 6 .2 ,  Information. Arrangements s a t i s f a c k o q  
to A,I ,D ,  s h a l l  be mads by Borrower t o  publicize the  Loan 
as a program of American a i d  i n  furkherance of the Alliance 
for  P r ~ g r e s s .  Borrower s h a l l  ensure that the Alliance for 



Progress syn.bol is conspicuously posted on Sub-Project s i k e s  
and t h a t  it and t h e  c lasped hands symbol and o t h e r  p u b l i c i t y  
are u t i l i z e d  as appropr ia t e  i n  accordance wi th  arrangements 
satisfactory t o  A,I,D. 

SECTIOH 6.3. E-ites of  Exchange. Bxcep.t as A.I.D. 
may otherwise ag ree  in wri t ing ,  the  rates of exchange between 
dollars and Membersn CLurrencies i n  a l l  t ransac t ions  f inanced 
from P r i n c i p a l  shall 'be t hose  provided f o r  i n  arrangements 
fox t h e  genera t ion  of l o c a l  currency agreed t o  pursuant t o  
Sec t ion  4.2 hereof,  and t h e  rates of exchange between 
,Members Currencies  and d o l l a r s  f o r  other purposes s h a l l  
be those rates dec la red  t o  t h e  Cent ra l  American Clear ing 
m u s e  f o r  i ts Operations. 

SECFION 6.4. mtice o f  Mater ia l  Developments. Borrouer 
represents and b a r r a n t s  that it has  d isc losed  t o  A.I.D. a l l  
circumstances w h i c h  may m a t e r i a l l y  a f f e c t  t h e  Program o r  
the discharge  of  its o b l i g a t i o n s  under ichis Agreement and 
covenants that it w i l l  promptly inform A.I.D. of any 
cormi t ions  which i n t e r f e r e ,  o r  which it is reasorable  to 
b e l i e v e  w i l l  i n t e r f e r e ,  wi,th any of the  foregoing. 

SECTION 6.5. Connnissions, Fees and Other Payments 

(a) Borrower covenants t h a t  no commissions, 
f e e s  or payments o f  any k i n d  i n  cormaction with pre-parin., 
or present ing  the a p p l i c a t i o n  which has r e su l t ed  i n  the  
a u t h o r i z a t i o n  of t h e  loan by A.I.D., o r  i n  connection wi th  
nego t i a t ions  i n c i d e n t  t o  obta in ing  the loan, have been or 
w i l l  be made or agreed  to be made t o  any person, firm, or 
corpora t ion  o t h e r  t h a n  regu la r  compensation to  o f f i c i a l s  
and ful l - t ime o f f i c e r s  and employees of Borrower or f o r  
'mna fide profess ional ,  t e c h n i c a l  o r  o the r  comparable 
services. 

(b) Borrover covenants t h a t  all such corn- 
missions,  f ees ,  or paymen& determined by A.I.D. t o  be 
unreasonable s h a l l  be adjusted i n  a maimer s a t i s f a c t o r y  
to  A.I.D. and t h a t  Every r e c i p i e n t  of any c o m ~ i s s i o n ,  fc-E 
o r  payment s h a l l  'be informed of ihis condikion. 



(c) Borrawer  shall promptly report to A,I,D, 
conf i rmat ion  of any coarmisaions, fees ,  or payments s p e c i f i e d  
i n  Sub-Section 6.5 (a,) hereof which have been made or agreed 
t o  be made after t h e  per iod covered by any report required 
i n  sub-Section 3.1 (c )  i n d i c a t i n g  whether such payments 
have been or are to  be made on a contingent fee Isasis. 

SECTIW 6.6. Consortium Financing. I n i t i a l  Fund 
Resources s h a l l  no t  be used t w e t h e r  with any other sources 
of f inanc ing  except  with the express  approval of A.I,D, 
Resources which are a d d i t i o n a l  to the I n i t i a l  Pund Resources 
are not s u b j e c t  to the provis ions  of' t h i s  &-zeemen,k, 

SRCTIOBI 6.7. Comitment and Disbursement of  A.I,D. 
Usin. w e p t  aa A.1.D. may otherwise agree i n  writin:?, - 
all Sub-Loans shall be s u b j e c t  to the following pxocedures : 
(a) I n i t i a l  Pund Resources s h a l l  be committed .to Sub- 
Projects by the Borrower at a rate of not g r e a t e r  than 
five ( 5 )  of  the Loan t o  one (1) o f  Members1 Contribution; 
and (b) Disbursements o f  I n i t i a l  Pund Resources committed 
to any S u b P r o j e c t  s h a l l  be so made t h a t  the  entire )(embexsl 
Cont r ibu t ion  comnitted for the Sub-Project is disbursed ox 
o b l i g a t e d  before any of the Loan is disbcrsed f o r  Members8 
Currency financing. 

SBCFIOM 6.8. Conversion of Members Contxibution, 
The Members8 Contr ibut ion  to the I n i t i a l  Pund Resources 
s h a l l  be freely conver t ib le  a s  indica ted  in Article 5 of 
t h e  Borrowe.r ls  Chaster.  

S-IOEJ 6.9. Dispos i t ion  of  Fund Income. Income 
realized from opera t ions  f inanced by I n i t i a l  Fund Resources 
s h a l l  be used for the fol lowing purposes in order of  
preference as l i s t e d :  

(a) To debt service on the A.1 .D. loan; 

(b To  pay costs of Borrower i n  adminis ter ing 
.&be Program; and 

(C To f inance  fur cher Fund a c t i v i t i e s .  



6.10 Guaranty o f  Sub-Loans 3nd Borrclrwer 
Subroqation. I n  a l l  Sub-Loans t o  be financed wholly or  
p a r t i a l l y  from the Pr inc ipa l ,  t h e  following s t i p u l a t i o n s  
s h a l l  be observed: 

(a 1 I f  Sub-Borrower is a Member Country, t h e  
r e s p o n s i b i l i t y  cont rac ted  i n  t h e  Sub-Loan agreement by s a i d  
GultBorrcrwer i a  t o  be considered t h e  s o l e  and s u f f i c i e n t  
s e c u r i t y ;  

(b) I f  Sub-Borrower is a l o c a l  or municipal 
govermnent, or e i t h e r  an  autonomous official  i n s t i t u t i o n ,  
or a n  i n s t i t u t i o n  of  mixed c a p i t a l  (public-private) of  
public i n t e r e s t ,  t h e  Sub-Loan s h a l l  be secured by a c o l l a t e r a l  
s e c u r i t y  o r  by the guaranty of the Sub-Borrawer Member 
Country, as Borrower may decide,  unless  Borrwer  and A o I o D ,  
ag ree  i n  w r i t i n g  t o  waive such requirement o f  secur i ty ;  

(C 1 I f  Sub-Borrower is a Cencral Amezican 
i n t e r n a t i o n a l  organiza t ion ,  t h e  Sub-Loan s h a l l  be secured 
by a collateral s e c u r i t y ,  unless  Burrower and A , I  .Do agree  
i n  w r i t i n g  to waive s ~ c h  requirement of secur i ty ;  and 

(d 1 I n  Stlb-Loans of less than seven ( 7 )  
years ~ a t u r i t y  t o  f inance f e a s i b i l i t y  s tud ies ,  including 
pre l iminary  engineering s t u d i e s ,  of Sub-Projects, t h e  
Borrower my at its optio-? without  A.I.D, approval waive 
the requirements o f  s e c u r i t y  r e f e r r e d  to under s u b s e c t i o n s  
b) and c) of  Sect ion 6.10, 

I n  the event of d e f a u l t  by Borrower o r  S u b B o r r m e r  
(o r  Sub-Borrowers) , Borrower ag rees  t o  t r a n s f e r  t o  Ir ,I ,Dm, 
at the request of A,I,D,,  ail r i g h t s  and remedies of Borrover 
uader any Sub-Loan c o n t r a c t  (or Sub-Loan contracks) of a 
Value of not less than the unrepaid Sub-Loan disbursements 
plus interest, Such r i g h t s  cr t h e  exe rc i se  thereof w i l l  
n o t  i n  any n y  pre jud ice  the psi.i=ion of A.I ,D.  as a 
general c r e d i t o r  of Borrower, 



SlETI~  6-11 Siqning of Sub-Loan Agreement. Borrower 
ehall eign no Sub-loan Agreements unlees prior t o  mclr 
eigning there s h a l l  have been: 

(a a determination by Borrower t h a t  t'he Sub- 
Project i a  c o n e i s t e n t  wi th  s tandards  and procedures 
eatabli~hed by Borrower and approved by A,I.D, , including 
those referred to  i n  Sect ion  4.2; 

(b) provided to  A.1 ,!D. t imely opportwli ky 
to examine and approve the proposed Sub-Proj~ect; and 

(c) f u l f i l l e d  the payment ob l iga t ions  agreed 
pursuank to Sub-section 3.1 (h) hsreof .  

SECI'IW 6-12 Records: Reports; Inspect ions.  

(a) Borrower s h a l l  maintain books and records  
concerning the Program and SubP=oje!cts, i n  accordawe  with 
generally acceptable bookkeeping andl accounting pralctices, 
Such books and records  shall be maintained and audi ted  f o r  
such per iods  and i n  such manner as A , , I  .D. ;and Borrober 
shall agree-  The authorized rep resen ta t ives  of A.I.D. 
shall have t h e  r i g h t  a t  a l l  reasonable t i m e s  t o  review 
and inspect the ca r ry ing  ou t  of  t h e  Program, the Sub-Projects, 
the books and record3 referred to above, and o t h e r  documenks 
or records r e l a t i n g  t o  th is  Loan and Sub-Loans. Borrower 
shall cooperate wi th  A.1.D. to f a c i l i t a t e  review of the 
opera t ions  of Borrower and SubBorrowers. 

(b) Borrower w i l l  r equ i re  t h a t  SubBorrov:er 
furnish r e g u l a r  q u a r t e r l y  r e p o r t s  containing info--Lion as 
to the progress of Sub-Projects fina.nced by Sub-Loans from 
the time disbursement is made f o r  a Sub-Project u n t i l  such 

. t i m e  as t h e  Sub-Pro ject is completed, 

(c) Borrower w i l l  fuxnish A.1 ,Do ,  on a 
quarterly basis and i n  a manner to he mutually agreed upon, 
with  s w r y  reports including the foll.owing information : 
( i )  u t i l i z a t i o n  of  Sub-IxMns; and (ii) r e p o r t s  on Sub- 
Borrower's progress  i n  implementing Sul>-Pro jects for  which 
Sub-Loans 'have been made. 



=OIP 6.13 Ban-Tawtion. 
cause to be paid, from resources 
taxee or fees imposed under l a w s  

The Borrower w i l l  pay or 
o ther  than Principal ,  a l l  
i n  e f f e c t  within any member 

count ry  i n  connection with the de l ive ry  o r  r e g i s t r a t i o n  of 
this hoan Agreeawnt on the  repayment of Pr inc ipa l  or payment 
of i n t e r e s t  theraunder . 

AKrICLE VII 

S]eY=TJOH 7.1. 
o m  or  more of the 
shall occur: 

(a) 
to pay i n  f u l l  any 

Remedies o f  A.I.D. 

Events of Defaul t ;  Acceleration, I f  any 
following events  ("Events of Defaul ta )  

Borrower or any W r  Country s h a l l  fail  
payment of i n t e r e s t ,  ins ta l lment  of 

Pr inc ipa l ,  or any ather payment required under th is  Agreement 
or  any Sub-Loan agreement when due; 

(b) Borrower or any Member Country s h a l l  f a i l  
to comply with any o t h e r  provis ion contained herein;  

(c) Any representa t ion  or warranty made by or 
on behalf of Borrcwer wi th  r e spec t  t o  obtaining t h i s  loan  or 
made or requi red  t o  be made hereunder is incor rec t  i n  any 
material respect ;  

(a)  Any change occurs i n  the character ,  
capaci ty ,  o r  credi t -worthiness  of khe Borrower or MePiber 
Country or in the conduct of the Program or any government 
o r  gowermuental a u t h o r i t y  shall have taken any a c t i o n  for 
d i s s o l u t i o n  or d i ses tab l i s 'men t  of the Borrovjer or f o r  the 
suspension of the Borrower's a c t i v i t i e s  or a s u b s t a n t i a l  
part thereof  or for the cance l l a t ion ,  s u b s t a n t i a l  amendtlenf 
ox suspension of the r i g h t  of Borrower to carry o u t  the 
Program or to service the Loan; 

then, A.I.D., at its option may declare 
such event  t o  be an Event of Default and, u n l e s s  such d e f a u l t  



cured wi th in  sixty (60) days t h e r e a f t e r  all o r  any p a r t  
Principal and a l l  i n t e r e s t  accrued thereon s h a l l  becane 

due and payable immediately on exp i ra t ion  of the s i x t i e t h  
day following the date of  such dec lara t ion .  

SECTIW 7.2. Termination of Disbursements. I n  t h e  
even t  that a t  any t i m e :  

(a) An Event of Default  has been declared 
by A.I .D . ;  

(b) An event  s h a l l  have occurred which A.1.D. 
determines t o  be an ex t raord ina ry  s i t u a t i o n  which makes i t  
improbable t h a t  the purposes of t h i s  Loan w i l l  be a t t a i n e d  
or that Borxwer or any Member Country w i l l  be a b l e  t o  
perform its o b l i g a t f  ons thereunder;  

(c) Any disbursemenic is i n  v i o l a t i o n  of the 
law governing A.1 ,Do ; 

(a) A d e f a u l t  s h a l l  have occurred uder any 
other agreement between Borrower o r  any Member Country an6 
the United S t a t e s  of  A m e r i c a  o r  any of i.ts agencies; 

then, A.I.0. at i ts  option, may ( i )  d e c l i n e  
t o  i s s u e  fur the^ commitment documents, (ii) suspend o r  c a n c e l  
outs tanding  cocrmitment documents t o  t h e  ex ten t  that t'ney 
have n o t  been u t i l i z e d  through the iss-aance of i r r evocab le  
letters of credit, giving n o t i c e  t o  Borrower, Government, 
or Bank promptly t h e r e a f t e r ,  and (iii) decl ine  to  make 
disbursements o t h e r  than under commitment documen&. 

Provided tha t :  for purposes of this Article VII, an 
event f a l l i n g  w i t h i n  t h e  scope of the Article, bu t  confined 
t o  one or more mmber Countr ies ,  w i l l  not  necessar i ly  be 
pe-tted to interrupt the eiltire Program o r  to i n t e r r u p t  
Sub-Projects of direct i n t e r e s t  t o  o t h e r  Member Countries,  
To the extent f e a s i b l e ,  A , I  .D, w i l l  consu l t  with Borrower 
concerning such r eg iona l  or  multinatior?al implicat ions i n  
advance of an  exercise by A.I.D. of any remedies available 
t o  i t  under Article V I I .  



SECtI01P 7 , 3 ,  Expenses of, Collect ion.  A l l  reasonable 
c o a t s  incurred by A.I.D. (other than salaries o f  its staff) 
a f t e r  an Event of  Defaul t  has occurred, i n  connection wi th  
the c o l l e c t i o n  of amounts due  under t h i s  Agreement, may be 
charged t o  Borrower and reimbursed as A.I.D. s h a l l  spec i fy .  

SECPION 8.1- E f f e c t i v e  Date. This Agreement s h a l l  
e n t e r  into e f f e c t  as of the day on which t h e  Agreement is  
signed by the last  party signing ("Effect ive Datem) . 

SBCPIObl 8.2. Use of Repgesentatives. 

(a) A l l  act ion& t o  be performed under t h i s  
Agreement by Borrower or AmIIbo may be perfoxmed by their 
respec t ive  duly  author ized  represen.tatives,  and a l l  r i g h t s  
of Borrower or A.I.D. under t h i s  Agreement -y be exerc ised  
by t h e i r  r e spec t ive  duly authorized representa t ives .  

(b) Borrower s h a l l  designate  an ind iv idua l  
o r  i n d i v i d u a l s  by name and t i t l e  and gran t  to h i m  o r  them 
a u t h o r i t y  to  des igna te  the r ep resen ta t ives  of the Borrower 
i n  its d e a l i n g s  wi th  A.1.D. i h  accordance ~ i t h  the above 
Sub-Section. Such r ep resen ta t ives  shall be given authoriLy 
to  reques t  disbursements under t h i s  Agreement and to execute 
any and a l l  documents called f o r  under t h i s  Agreement on 
'behalf of 'che Borrower. Unt i l  r e c e i p t  by A.1-D. of written 
notice of revocat ion of any designat ion made pursuant t o  
this Sect ion,  A.1.I). may accept  t h e  sigrstture of such 
r e p r e s e n t a t i v e s  on any instrutnent as conclusive evidence 
that any a c t i o n  effected by such instrument is authorized 
by tb  Borrover. 

-ON 8 -3 .  C o d c a t i o n s .  Any communication o r  
docmnt given, made, or sent by Borrower or  A.1 .D. pursuanc 
t o  this Agreement shall be i n  writing and s h a l l  be deemed t o  



have been duly given, made or sent to the party to which it 
is addressed when it shall be delivered by hand or 'by mil,  
telegram, cable, or radiogram to such party a t  the follckiing 
address : 

TO Borrower: 

Mail M d r e s s :  

Banco Centroamericano de 1ntegraci6n Econ6mica 
Tegucigalpa, D. C. 
Honduras, 'c .  A. 

Cable Address: 

Buu!mIB 
Tegucigalpa 

l0 A.X.D. (tvo copies) : 

Hail M d r e s s :  

Regional Office for Central America and Panama 

Edificio ~ a l e r i a s  Espar'ia 
Plazuela EspaBa, Zona 9 
Gua.temala C i t y ,  Guatemala 

Cable Address: 

RomP 
Anembassy Guatemala 

Other addresses may be substituted for che above upon the 
giving of notice as provided herein. 

A l l  communications and documents submikted to A . I . D .  
hereunder shall  be i n  ~ n g l i s h  and a l l  tec'nnical and 
engineering spcifications therein sha l l  '1x2 in terns of 
standards acceptable to A. I , D . 

,/. 



IN WITNESS WIFEBEOF, Barrower, and the Unlted States 
of a k a ,  each acting through its respective duly 
authorized representative, have caused thLs Agreement t o  
be signed in their names and delivered as of the date 
and year first above wricten. 

THE CENTRAL AHERICAN BANK THE UNITED S ~ A ' E S  OF AMERICA 
FOR ECONO...C INTEGRATION 

I #' 

i ' a - 
/ 

Enrime Delqado lyndon B. Johnson 


