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Article I: The Agreement
 

The purpose of this Agreement is to set out the understandings of the
 
parties named above ("Parties") with respect to the undertaking by the
 
Corporaci6n Privada de Inversiones de Centroamerica, S.A., ("Private

Investment Corporation" or "PIC") of the Project described herein, and with
 
respect to the financing of the Project by the Parties.
 

Article 2: The Project
 

SECTION 2.1. Definition of Project. The Project, which is further
 
described in Annex 1, will consist of the establishment of a private sector
 
investment finance institution, the Private Investment Corporation, to provide

medium and long term financing, equity investments, and other financial
 
services not traditionally available to private sector enterprises in Costa
 
Rica. Annex 1, attached, amplifies the definition of the Project contained in
 
this Section 2.1. Within the limits of the definition of the Project in this
 
Section 2.1, elements of the amplified description stated in Annex 1 may be
 
changed by written agreement of the authorized representatives of the Parties
 
named in Section 9.2, without formal amendment of this Aqreement. (Annqx 1
 
identifies those elements of the Project for which Grant financing will be
 
employed, and those for which Loan financing will be employed.)
 

SECTION 2.2. Incremental Nature of Project.
 

(a) A.I.D.'s contriLyation to the Project involving planned

obligations of not to exceed twenty million United States dollars
 
($20,000,000) in loan funds and one million United States dollars
 
($1,000,000) in grant funds, subject to the availability of funds, will be
 
provided in increments, the initial one being made available in accordance
 
with Section 3.1 of this Agreement. Subsequent increments will be subject

to availability of funds to A.I.D. for this purpose, and to mutual
 
agreement of the Parties, at the time of a subsequent increment, to
 
proceed.
 

(b) Within the overall Project Assistance Completion Date stated in
 
this Agreement, A.I.D., based upon consultation with the PIC, may specify

in Project Implementation Letters appropriate time periods for the
 
utilization of funds provided by A.I.D. under an individual increment.
 

Article 3: Financing
 

SECTION 3.1. The Grant; The Loan. To assist the PIC to meet the costs of
 
carrying out the project, A.I.D. pursuant to the Foreign Assistance Act of
 
1961, as amended, agrees to grant the PIC inFiscal Year 1984 under the terms
 
of this Agreement not to exceed seventy-five thousand United States ("U.S.")

Dollars ($75,000.00) ("Grant") and to lend the PIC under the terms of this
 
Agreement not to exceed eight million and fifty thousand U.S. Dollars
 
($8,050,000.00) ("Loan"). 
 The aggregate amount of disbursements under the
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Loan is referred to as "Principal." The Loan and the Grant together are
 
referred to as the "Assistance".
 

The Assistance may be used to finance foreign exchange costs, as defined 
in Section 7.1, arid local currency costs, as defined in Section 7.2, of goods
 
and services requiired for the Project.
 

SECTION 3.2. Resources Provided by the PIC for the Proiet
 

(a) The PIC agrees to provide or cause to be provided for the
 
Project all funds, in addition to the Assistance, and all other resources
 
required to carry out the Project: effectively and in a timely manner. 

(b) qle resources provided by the PIC for the Project will be net
 
less than the equivalent of U.S. $10,000,000.00 in equity funding.
 

SECTION 3.3. Project Assistance Completion Date
 

(a) 'The "Project Assistance Completion Date" (PACD), which isAugust

31, 1988, or such other date as the Parties may agree to in writing, is
 
the date by which the Parties estimate that all services financed under
 
the Assistance will have been performed and all goods financed under the
 
Assistance will have been furnished for the Project as contemplated in
 
this Agreement.
 

(b) Eccept as A.I.D. may otherwise agree in writing, A.I.D. will not
 
issue or approve documentation which would authorize disbursement of the
 
Assistance for services perforiied subsequent to the PACD or for goods

furnished for the Project, as contemplated in this Agreement, subseauent
 
to the PACD.
 

(c) Requests for disbursement, accompanied by necessary supporting
documentation prescribed in Project Implenrntation Letters, are to be 
received by A.I.D. or any bank described in Section 8.1 no later than nine 
(9)months following the PACD, or such other period as A.I.D. agrees to in 
writing- After such period, A.I.D., giving notice in writing to the PIC, 
may at any time or times reduce the amount of the Assistance by all or any
part thereof for which requests for disbursement, accompanied by necessary
supporting documentation prescribed in Project Impleentation Letters,, 
were not received before the expiration of said period. 

Article 4: Loan Terms 

SECTION 4.1. Interest. The PIC will pay to A.I.D. interest which will
 
accrue at the rate of two percent (2%) per annum for ten years following the 
date of the first disbursement of the Loan 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 will 
accrue from the date (as defined in Section 8.5) of each respective 
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disbursement of the Loan, and will be payable semiannually. The first payment
of interest will be due and payable no later than six (6)months after the 
first disbursement of the Loan, on a date to be specified by A.I.D. 

SECTION 4.2. Repayment. The PIC will pay to A.I.D. the Principal within 
twenty (20) years from the date of the first disbursement of the Loan in
 
twenty-one (21) approximately eoual semi-annual installments of Principal. and 
interest. The first installment of Principal will be payable nine and
one-half (9-1/2) years after the date on wnich the first interest payment is 
due in accordance with Section 4.1. A.I.D. will provide the PIC with an 
amortization schedule in accordance with this Section after the final
 
disbursement under the Loan.
 

SECTION 4.3. Application, Currency, and Place of Payment. All payments
of interest and Principal hereunder will be made in U.S. Dollars and will be 
applied first to the paymrent of interest due and then to the repayment of 
Principal. Except A.I.D. otherwise specify in writing,as may payments will 
be made to the Controller, Office of Financial Management, Agency for
 
International Development, Washington, D.C., 20523, U.S.A., and will be deemed
 
made when received by the Office of Financial Management.
 

SECTION 4.4. Prepayment. Upon payrment of all interest and any refunds
 
then due, the PIC may prepay, without penalty, all or any part of the
 
Principal. Unless A.I.D. otherwise agrees in writing, any such prepayment

wqill be applied to the installments of Principal in the inverse order of their
 
maturity.
 

SECTION 4.5. Renegotiation of Terms. 

(a) The PIC and A.I.D. agree to negotiate, at such time or times as 
either may request, an acceleration of the repayment of the Loan in the 
event that A.I.D. should determine that the project is not meeting the 
goal, purpose, anticipated end of project conditions, or other project
activities as detailed in Annex I, the Amplified Project Description.
 

(b) Any request by either Party to the other to so negotiate will be
 
made pursuant to Section 9.2, and will give the name and address of the
 
person or persons who will represent the requesting Party in such
 
negotiations.
 

(c) Within thirty (30) days after delivery of a request to
 
negotiate, the requested Party will communicate to the other, pursuant to 
Section 9.2, the name and address of the person or persons who will 
represent the requested Party in such negotiations. 

(d) The representatives of the Parties will meet to carry on 
negotiations no later than thirty (30) days after delivery of the
 
requested Party's communication under sub-section (c). The negotiations

will take place at a location mutually agreed upon by the representatives
 



of the Parties, provided that, in the absence of mutual agreement, the
 
negotiations will take place at the office of the PIC and/or its legal
 
representative in San Jose, Costa Rica.
 

SECTION 4.6. Termination on Full Payment. Upon payment in full of the
 
Principal and any accrued interest, this Agreement and all obligations of the
 
Parties hereunder will terminate, except with respect to any obligations
 
arising out of the expenditure of Grant funds.
 

Article 5: Conditions Precedent to Disbursement for Lending Activities (Loan)
 

SECTION 5.1. Disbursement of Loan . Prior to any disbursement under the 
Loan, or tc the issuance by A.I.D. of docimentation pursuant to which 
disb rsements of loan funds for lending activities will be made, the PIC 
shall, except as A.I.D. may otherwise agree in writing, furnish to A.I.D., in 
form and substance satisfactory to A.I.D.: 

(1) An opinion of counsel acceptable to A.I.D. that the loan and
 
grant agreement has been duly authorized and ratified by the Board of 
Directors of both the private development Corporation (PIC) incorporated 
in Costa Rica and in Panama, and that it constitutes a valid and legally 
binding obligation of said corporation in a~cordance with all its terms; 

(2) A statement of the names of the principal officers of the PIC
 
and of any additional representatives empowered to act on behalf of PIC
 
together with a specimen signature of each person specified in such 
statement; 

(3) Evidence that the national currency law (Monetary Law) has been 
amended to eliminate those provisions which jeopardize successful
 
implementation of project activities;
 

(4) Evidence of the PIC's charter or articles of incorporation, the 
establishment of a working office, including evidence that the Managing
 
Director is employed and that the PIC has employed the staff required to
 
carry out its operations;
 

(5) The basic organizational policies and operational guidelines of
 
the PIC, including specific lending criteria;
 

(6) Evidence of the establishment of a risk minimization fund; and
 

(7) Evidence that a total of $8,000,000, or the equivalent in local
 
currency has been paid in as caoital.
 

SECTION 5.2. Disbursement of Loan Funds in Excess of $8,000,000. Prior
 
to making any disbursement under the loan in excess of $8,000,000, the PIC
 
shall, except as A.I.D. may otherwise agree in writing, furnish A.I.D.
 
evidence, in form and substance satisfactory to A.I.D., that:
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(a) The PIC has capital subscribed and paid-in of not less than the
 
equivalent of $10,000,000.
 

(b) The project, as implemented through the PIC, is meeting the goal, 
purpose, anticipated end of project conditions, or other project
activities as detailed in Annex I, the Amplified Project Description. 

SI'rION 5.3. Notification. When A.I.D. has determi-Jed that the 
conditions precedent specified in Sections 5.1 and 5.2 have been met, it will 
promptly notify the PIC. 

SECTION 5.4. Terminal Dates for Conditions Precedent. If all of the 
conditions specified in Section 5.1 have not been met within 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 written notice to the 
PIC. 

Article 6: Special Covenants
 

The PIC agrees that it will for the life of the loan, unless A.I.D.
 
otherwise agrees in writing:
 

(a) Not declare or issue any stock or monetary dividend until such time
 
as the PIC has realized two consecutive years of profit and to limit the
 
dividend paid in a given year to an amount which does not exceed the PIC's net
 
income for the previous year;
 

(b) Not use A.I.D. loan or grant funds to pay administrative or operating 
expenses of the PIC; 

(c) Make an annual provision for bad debts of at least two percent (2%)

of its annual average outstanding loan and investment portfolios;
 

(d) Not incur any indebtedness which would enjoy a position superior to
 
the obligation incurred under the A.I.D. loan;
 

(e) Use project reflows of nrincipal and interest in a manner which will 
achieve the purposes and objectives of the Project; 

(f) Submit a report to A.I.D. each quarter during the life of this 
Agreement. Each report will contain a breakdown of sub-project., showing 
types of industry, comitments and disbursements, terms and couditions of 
financing and uses of A.I.D. funds, an aging of accounts, and other 
information as A.I.D. may reasonably request; 

(g) Not amend or modify its corporate charter and/or by-laws or other 
incorporating instruments without prior approval of A.I.D.; 



(h) Limit the maximum total exposure to any sub-borrower or project to no 
more than 20% of the PIC's equity base. 

(i) Enqage the services of an internationally recognized accounting firm,
 
satisfactory to A.I.D., to carry out an annual audit of the PIC's operations,
 
and its compliance with this Agreement and to provide copies of such audits to
 
A.I.D.;
 

(j) Not incur short or long-term liabilities other than concessional
 
3ssistance acceptable to both Parties, which cause the debt/equity ratio of
 
the PIC to exceed four to one (4/1) during the first five years of operations,
 
five to one (5/1) during years six and seven, and six to one (6/1) thereafter;
 

(k) Not to engage in traditional comercial banking activities which
 
include; but are not limited to: banking services, letters of credit,
 
import/export transactions, foreign exchange markets, short term credits (less
 
than three years) and working capital financing;
 

(1) Give A.I.D. the right to appoint a non-voting representative to the
 
Board of Directors.
 

(m) Request prior A.I.D. approval for appointment of the Managing
 
Director and any changes in the Managing Director;
 

(n) Request A.I.D.'s prior approval of any subloan or investment related
 
to the production or export of citrus, palm oil, sugar, coffee or bananas;
 

(o) Not make, without prior A.I.D. approval, an equity investment in or a
 
sub-loan to, any business or other activity in which any PIC officer,
 
director, employee, or their immediate families has a financial interest;
 

(p) Not finance or be involved in projects which adversely affect the
 
environment, activitiej which would exploit or otherwise harm endangered
 
species, and activities which in any way involve the manufacture or sale of
 
military, paramilitary or police equipment, and or related activities; 

(q) Establish a monitoring system to insure that sub-project procurement 

activities comply with all A.I.D. regulations as set forth in this Agreement; 

(r) Not finance the purchase of land with A.I.D. funds. 

(s) Use A.I.D. funds only for lending; no equity positions will be taken
 
with A.I.D. funds.
 

(t) Suitably mark projects financed with A.I.D. funds with the A.I.D.
 
handclasp symbol, indicating the participation of the United States in the
 
project. USAID/Costa Rica will provide information on marking requirements
 
for the project.
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SECTION 6.1. Evaluation Plan.
 

The Parties agree to establish an evaluation program as part of the PIC's
 
on-going operations. 
This program will develop specific measurable indicators

of the PIC's performance in each operational area. Except as the Parties
 
otherwise agree in writing, the program will include (a)evaluation of
 
progress towards attainment of PIC objectives; (b)identification and
 
evaluation of problem areas or constraints which may inhibit such attainment;

(c)assessment of how such information may be used to help overcome such

problems; and (d)evaluation to the degree feasible of the overall development

impact of the project. This program will be used to provide periodic
measurements of the PIC's activities and baseline data for the mid-course and
final project evaluation. An illustrative listing of these indicators would
 
include: 
portfolio size, impact of subloans and investments on
 
non-traditional exports, characteristics of client enterprises, various
 
measures of subproject and portfolio macro-economic and social impact, the

numbers of firms and export volume by productive sector, and the impact on 
client enterprises. 

Two in-depth project evaluations will be conducted by independent

contractors during 
 the life of the Project. The first one is scheduled after

eighteen months of project implementation (March 1986), at which time the
PIC's progress towards implementation targets will be scrutinized. The second

evaluation will be scheduled for January 1988, 
 thus serving as an end of 
project evaluation.
 

These comprehensive evaluations will, in addition to those areas addressed
 
above, assess the following aspects of the Project:
 

(a) The impact of sub-loans and investments on the borrower's business in
 
terms of increased income and entry into new markets. 

(b) The macro-economic effect of the PIC's operations on foreign exchange 
earnings, and employment generation.
 

(c) The effectiveness of the PIC's financial operations toin relation 
its client requirements.
 

(d) The PIC's own institutional viability and achievement of financial 
projections.
 

The targets and indicators in the end of project conditions presented in
Annex I will be the principal basis for measuring progress towards achieving
the Project's goal and purpose. 

Information for carrying out the evaluations will be obtained from:
project records, independent audit reports and interviews with PIC personnel,
clients, tehmical advisors, and A.I.D. officials.
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Article 7: Procurement Source
 

SFX2TION 7. 1. Foreiin F.chanq.: ;'o;ts. Disbursetments pursuant to Section 
8.1 under the A.I.. .- lan wil ei exclusively to finance Lhe costs of 
goods and servizes re<.iired for the Project with rerrxect to goods having their 
sourco : ori: .and with to service!; their ratioil ity, in 
count: it-, o! the ,t-:tra! ? ,-i..n Coi.zon MarKet (CA(.i) and in countries 
inchLuded in Cot',, 941 of t.,'. . :.'). Gexoraphic ('Wxe Br'ok an in effect at tne 
Li1e <:''|,r: .ar,, ;'ia.'ei or (x.nt.rdcts entereJ nto for such qc-xis and services,
'xcept , . [). m-' t 'erw*ne 0 , writing, an | except as provided in the 

-andar rois'on; Annex, SNftion .( iwith resicect to mareit insurance. 
(cean t an'4x)rtat.: on cost; wil .)e f inan .er tno Loan only on vessels 
under f]a.- reqi!:trv of the Unitc-i 5,t.,ates ot -ountries of the Central American 
Ccimr.n Marke.t, t.xcept as *\. I[.). oyoth.*r4i ac;ree in wr itiryi. 

Goods a-0] servic financd, by A.I.D. urver the rant shall have their 
source and. oriqin or nationality in tne United State; or countries of the 
Central American Conmon MarKet (CA(iM), except as A.I.D. may otherwise aqree in
writinq, and except as provided in the Standard Provisi.ns Annex, Section 
C.I(b), with respect to ntarint- inrura.nce. r(cean ship)ing financed by A.I.D. 
under the Grant shall be financed only on flag vessels of the United States, 
except as A.I.D. m,.-, otherwise aqre, in writinq. 

",ocal Curren " 
will be used exclusively to :inanct- the costs of goods aned services required
for the Project havinq their soxurce and, except as A.I.D. may otherwise agree

inwriting, the:r origin in memter countries of the Central American Common
 

Sa2I':ON 7.2. ' c. Disbursements pursuant to Section 8.2 

Market ("Local ('ur'ency C.'sts"). 

Article 8: Disbursements 

SECTION 8.1. Disbursements for Foreign Exchanqe Costs. After 
satisfaction of conditions precedent, the PIC may obtain disbursement of funds 
under the Assistance for the Foreign Exchange Costs of goods or services 
required for the Project in accordance with the terms of the Agreement, by
such of the followinq methods as may be mutually agreed upon: 

(1) by submitting to A.I.D., with necessary supporting documentation as 
prescribed in Project Implementation Letters, (A) requests for reintmursement 
for such gooos or services, or, (B) requests for A.I.D. to procure commodities 
or services in the PIC's behalf for the Project; or 

(2) by requesting A.I.D. to iss.ue Letters of Commitment for specified

amounts (A) to one or more U.S. banks, satisfactory to A.I.D., committing
A.I.D. to reiriburse such hank or hanks for payments made by them to 
contractors or suppliers, under Letters of Credit or otherwise, for such goods 
or services, or (B) directly to one or more contractors or suppliers,
committing A.I.D. to pay such contractors or suppliers, through Letters of 
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Credit or oth.erwise, 'or :;,ich ooris i,. services. (C) Bankinq charqes

incurred b-' t'e P!" n.conne'.cticn ' Letters of Commitment and Letters of
 
Credit will :v f:-- } d',r - '._. . nce unless the PIC instructs A.I.D. 
to the contrary. ujch other char,.n is the Parties may agree to may also be
 
fi nancii ' ... '; s is .ir'.--.
( Ljrx o:r 

2 :_..:, _r,. .- . ._. . __Currency Costs. 

a A!er- S -ton -)f conditions precedent, the PIC may obtain 
......-•.....2 ::' .r i;ssistance for Local Currency Costs

reatilred fr ,Pro'Cct -) j,.N.or.ance with the terms or this ,reement,
by su :t....'' "...,wi necessary supporting doc nentation as 
pre~kcr : -: :2 ;;:'' t i.)l-.*!ntation 7etters, rec-uests to finance such 

(b) The lcxal currency needed for such disbursement hereunder may be 
obtained: 

1) by aco-uisition by A.I.D. with U.S. dollars by purchase (or

from local currenc'/ already owned by the U.S. Government); or
 

(2) by A..D. (A) rearuesting the PIC to make available the
 
local currency for such costs, and
 

(B) thereafter rraking availabin to the PIC throuqh the 
opening or L en<!,*-nt !)y A.I.D. of So , tt-r of' Cre.it in favor 
of the PIC or its anesinee,an oirt o'. :n)olars e'uivalent to 
the iwjnt of local cturrenc-..' !r-iv. ,, the PIC, whicn!v dollars 
will be ut, i zed- *cr procurem n!. from -re *n:tt.i S;tates under 
ap. opria. procdures descr!:i.:j in Pro -ect :,.)1e'.Vintation !Rtters. 

The U.S. dollar ecuivalent of the local currency makde available 
hereunder will be, in the case of subsection (b)(1) above, the amount of
U.S. dollars reuired oy A.!.D. to ontain the local currency, ared in the 
case of suts-ection (b)(2) above, an arount calculated at the rate of 
exchange specified in the applicable Spe*cial Letter of Credit
 
Implementation memoranduir hereunder as of the date of the opening or
 
amendment of the az)licable Secial .tter of Credit.
 

SECTION 8.3. Other Forms of Disbursement. Disbirsempents of the 
Assistance may also be made through such other mears as the Parties may agree 
to in writinn. 

SFXTION 8.4. Rate of Fxchance. F-cept as may be more specifically 
provided under Section 8.2, if funds provided under the Assistance are 
introduced into Costa Rica ;y A.I.D. or any public or private aqency for 
purposes of carrying out obluiations of A.I.D. hereunder, the PIC will make 
such arranqements as may be necessary so that such may be converted into-funds 
local currency at the highest rate of exchanqe which, at the time the
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conversion ismalr., is not unlawful InCosta Rica. 

S/IY'IG': 8.5. .e Of Dshurnew nt. Disbuirsement by A.I.D. will be dee.med 
'a' n; oatoor. T.1). ent to the PIC or to occur on - . Takes a disburse 

its duaSit r .i !,k, con! r -tor a :ettr ofCrmit:r.ent, cont-.sct, or pJrc.-a' rler; (o) the dat,on on which A.I.D. 
disburses to thn: :. or it-, .es' :n,, local currency.' oujreJ :i accordance
with *- 5. ; -.- :- ,) ,-al :ijrren-v ±s oIs ta:.-: in accrdan)cf.

with Sect Ion . 'M on t:- -ite on which A.I.D. opens or amends the
 
Special :A-ttpr o' ."r&o- r.eoro r,-ferred to.
 

".rticle 9: %i " ,n'U 

• qrIct. ~Fi<k~ui~. Any reauest,oittonz. notice, document or other
coxrminication sL:u.tt, . 'ither ,arty to t.he other under this Aqreenr.nt will 

te., qra n orbe in writi q or : o: cable, and will re deemed- duly given or sent

when dieli'ero to ; x:: ";ar.v at the followityi xdress:
 

Corpora3-16n 7"rilv',3: 7rversionesde Je Centro America, S.A.
 
c/'o .oci,.,,]jc ;,o': ;ia .]o :n.ursiones 'SAP), S.A.
 
Aparta.-o '-o. 29)')
 
San Jone, Costa Pica
 

Alternate address for cables:
 

To A.I.D.:
 

Mailinq Address:
 

j.AlD/Co t 3 Rica
 
United States hassy
 
San Jose, -osta Rica
 

Alternate address for telegrams:
 

LSA: D/AMEBASSY 
San Jose, Costa Rica
 

All such corr.unications will be in English, unless the Parties otherwise
 
agree in writinq. Other addresses may be substituted for the above upon the
 
giving of notice.
 

SECTIYS 9.2. Representatives. For all purposes relevant to thisAqreement, the PTC will be represented by the individual hol.iing or acting in
the office of President ard A.I.D. wi]l .e represented bY the individual
holding or wc.tinq 
in the office of the Mission Director in Costa Rica, each of

whorm, by written notice, may designate additional representatives for all
 purposes other than exercisin the ower urder Section 2.1 to revise elements

of the aMplified description in Annex 1. The narrs of the representatives of 
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the PIC, with specimen signatures, will be provided to A.I.D., which my
:ccept as duly authorized any instrument signed by such representatives in

implementation of this Aqreement, until receipt of written notice of 
revocation of their authority. 

SECTION 9.3. Standard Provisions Annex. A "Combined Loan and Grant
Stariard Provisions Annix (Annex 2) is attached to and forms part of this 
agreement. 

IN WITNESS WHERX)F, the Corporacion Privada de Inversiones de
Centroamerica, S.A., and the United States of America, each acting through
duly authorized representative, have caused this Aqreement to be signed in 

its 

their names and delivered as of the day and year first above written. 

XRO IctcN PRrvADA. D9 -ThVRsic*S DE CMIEY1AERICA, S.A. 

Samuel Yankelewitz Berqer
 
President
 

7M UNITED STATES OF AMERICA 

Richard K. Archi 
Acting Director 

United States A.I.D. Mission to Costa Rica 
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ANNEX I 

A IMPLIFIED DESCRIurIONPT-

I. General Project Description
 

The Project proposes the creation of a private sector investment
 
corporation which would act as a merchant bank, catalyst,
or in the 
development of projects which will lead to hard currency exports. This 
project, as implemented by the Private Investment Corporation (PIC), also 
includes an inportant development banking stra eqy to insure availabililty of 
medium and long-term -roject financing and generate sufficient earnings to 
carry out the other merchant banking functions. 

The merchant banking concept refers to the active promotion and packiQing
of projects. Specifically, the concept refers to active promotion of new 
projects; project development assistance for its clients; and bringing

together all of the elements necessary for succt-ssful project development,
 
financing and implementation.
 

The PIC will differ from existing Ccsta Rican financial institutions by

virtue of its leqal basis and activities, such as taking ecuity positions

where indicated. The flexibility promised by the PIC will strengthen the
 
private sector's capacity to undertake new productive investment through the 
creation of new, or expansion of existing enterprises so that Costa Rica can 
better react LO the export opportunities presented by the CBI. 

The Borrower/Grantee is the Private Investment Corporativn, whose legal
 
name is the "Corporaci6n Privada de Inversiones de Centroamerica, S.A.",
 
incorporated in April, 1984. Investors in the PIC include the most important

private financial institutions in Costa Rica as well as some of the country's
 
most influential individuals, cohTpanies, and other private institutions.
 

The goal of the project is to stimulate growth in the productive, export
oriented sectors of Costa Rica, and thus increase levels of employment and 
foreign exchange earnings. The purpose of the project is to establish a 
viable Private Investment Corporation (PIC) to provide investment packaging
services, medium and lonq-term credit, and eauity financing for export
oriented investments. 
The PIC will contribute to the achievement of the 
project goal by strengthening the private sector's capacity to undertake new 
export oriented projects, either through the creation of new enterprises or 
the moderniation/expansion of existing productive sector enterprises. 
The 
PIC will play a critical role in building a stronger productive sector in 
Costa Rica and will serve as a link between U.S. campanies seeking to expand 
or manufacture overseas under the auspices of the CBI and the Costa Rican 
business comunity. 



The PIC will be characterized by its broadly based equity structure in
 
which no individual shareholder will own more than one percent (1%) of
 
authorized common stock and no institutional investor will be able to purchase

more than three percent (3%) to avoid over concentration of the capital in

small groups (with the exception of CINDE's initial purchase of 50%). Highly

qualified management will be recruited and will work closely with the Board of
Directors and local staff in order to secure the necessary expertise for the 
success of the PIC. 

The anticipated end of project conditions are: 

- The PIC will be a viable financial institution that will assist
 
in meeting the project development and financing needs of the
 
private sector for export-oriented investments.
 

- An estimated $77 million of direct investment will be generated

through the PIC's project development activities, which involves
 
PIC direct financing activity (term debt and equity) and project

linked investment.
 

- Between 8,000 and 8,600 new jobs will be created for both 
skilled and unskilled workers in San Jos4 and provincial areas 
through the stimulation of new productive sector activity. This
 
employment will result in approximately $22 million in wages and
 
salaries annually by the end of the fourth year.
 

- An estimated $4i to $60 million in increased annual foreign
exchange earnings by identifying, promoting, and financing new 
or expanded export opportunities. 

- New programs aimed at tapping additional sources of funds for 
industrial ]Jending (co-financing, intermediation, etc.) will be 
developed. 

- Support services to client enterprises to assure the efficient
 
management of their investment will be provided. 

II. Responsibilities of the Participants and Description of the Activities 

A. The Private Investment Corporation
 

1. Esruity Capital 

The Board of Directors of the PIC has committed itself to 
raising a total of $10 million in eauity, or the equivalent in local currency,

in two stages. The first $6.5 million has already been secured, which clearly

demonstrates the private sector's committment to this type o'f institution,

which will help Costa Rica to benefit from the advantages and incentives which

have been made available through the Caribbean Basin initiative. An
 
additional $1.5 million will be raised prior to the first disbursement of the
 



Assistance, and the remaining $2 million is scheduled to be raised in 1985
 
once the institution is underway, and this second capitalization drive will
 
concentrate on brinqinq; in the smaller investor 
(individuals and %.aller
 
conpanies) inorder to achieve a wider stockholder base for the PIC.
 

2. T'h.e Mlanaqini Director
 

rhe rona,:inr dilr ctor is a Key individual in the organization.
The managing dir,K.tor wi. !x r,,;ix)rs-nle !or the preparation and execution of
the general strate.-i., worK pan of the PIC and will the principalbe liaison 
between the PIC and the internat.! oal financial conrminity. Conseauently, the
managing director taunt t , i irxtividoal witti extensive relevant experience,
stronq contacts in the inte,na!ional finarncial and capital markets, and who at 
the same time un erstar; a x can work effectively in the Costa Rican 
environment.
 

3. Financial Services 

a. Introdhurt ion 

The P,2 Project has been designed to introduce the merchant 
banking concept in Costa Rica. 
 Itwill be the responsibility of the PIC's
 
Board and manaoement to dpfine and ccrmanicate to the executives and senior 
staff of existing,or new enterprises hc the PIC will operate and most
 
importantly how it will --o pleaw:nt oxistinq commercial banking operations in 
Costa Rica. 7onicat:on will he acc(xrqlished throuah direct contacts, and
the develorx-tnt of tnone ;r:;onai rolaitions!hi.s will he vital if the PIC is to
gain the important rrirke. develorxent :;ur ot renuired to establish its 
business successfully. As an integral part of this start-up effort a
 
carefully desiqned PIC orocxhkwr(- will he pr.cparfxd arx circulated to local
 
bankers and busine.srirn under:tcori r the uniz jeness of PIC services. This
 
brochure will 
stre:;s how thesp :ervicen -,ill "iiffor frcxr and corrplement those
 
alre3dy offered : conryr,-I n'ar~iers.
 

A key to the lon.i ter:r corrvrcial viability of the. PIC will be its ability 
to generate attractive profit rar-ins from its core merchant banking
business. T'hese m-aiins w: i :, achieved through increased operating
efficiencies re,;ultinq frrn r:ie proces;inq ot prolects with similar 
characteristic:;. iAch tirrw the PIC packa;ies a project its staff will become 
f Iniliar with the various nuances of that r. icalar businpss and industry.
Cosistent with the above is the 3porcoach followed by sumcesstul 
investment/nerchant thank,,rn ir the *nhireo, .-talos and| enfwhere of assisting

their clients to orow into ia:uer a more-rx productive enterprises. 

In akition to , os;tanl.n Tvbvnt o! a ".a 'e -w-rcnant !hankin1 operation,
the PIC project incorqx-rates a Ic.n financin :)ro;ran as w I I as an equity
financing proqrLT.which will .ro-iler. -e 'rvice, that the PIC wil offer. In
 
addition to the above programrs, it is envisioned that, in the long run, the 
PIC will develop other corporate financial servi::es in order to provide
additional services to new or ex×,andir- exx)rt oriented ccq-irnies in Costa 
Rica.
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b. Grant Funds
 

The PIC will require technical assistance in three areas:

investor search and identification, specialized investment and technical
 
analysis, and project evaluation. U.S.$75,000 is being provided in F.Y. 1984
 
through this Agreement, and U.S.$925,000 will be incrementally funded in the

future, subject to the availability of funds and the mutual agreement of the
 
Parties to proceed.
 

The advisory services financed by the Grant will be utilized during the

first two years of project implementation, or the formative phase of corporate

growth when the PIC will be attempting to establish itself in both the Costa
 
Rican and U.S. business environments. The provision of this level of
 
technical assistance will enable the corporation to rapidly focus on project

opportunities, develop in-depth analyses of these ideas, and to put together

profitable and developmentally sound project packages. Furthermore, the
 
proposed consulting services will permit the PIC to develop a network of
 
contacts inU.S. financial and industrial circles and thereby establish
 
credibility in this critical market.
 

Once the concept of project packaging is understood as providing "value

added" to a potential client's original proposal, and once the PIC has
 
developed a profitable portfolio, this level of grant funding will no longer

be necessary and these costs will be absorbed by either the client or the PIC.
 

c. Loan Financing
 

Initially, the principal source of funds for PIC loan

activities will be a $20 million loan from A.I.D. 
U.S.$8,050,000 is being

provided in F.Y. 1984 through this Agreement, and future increments are
 
subject to the availability of funds and the mutual agreement of the Parties
 
to proceed. This financing will be on-loaned by the PIC to high quality

projects in Costa Rica which are export oriented. Loan terms should be for a
minimum of three years with an annual interest rate at market rates. Under no

condition will the PIC provide working capital loans or other short term,

commercial bank type lending with its resources.
 

A.I.D. funds are being provided to the project at substantially lower than

market rates to insure that the project achieves the developmental impact on

employment, investment, new foreign exchange earnings, and other improvements

in the structure of Costa Rica's economy which A.I.D. is seeking by providing

this Assistance to the project.
 

A.I.D. expects that the PIC will undertake the financing of viable
 
projects which are of a higher risk in nature than those currently being

financed by existing financial institutions in Costa Rica. A.I.D. funds lent
 
through the PIC should be used for the development of new projects which might

not otherwise be financed and which will lead to the achievement of the goal,
purpose, and end of project conditions specified in Section I of this Annex.
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A.I.D. evaluations will specifically examine the extent to which A.I.D. funds 
are used for these purposes. 

d. Eouity Financing
 

The PIC is expected to have at least $10 million of initial
equity capital, of which half will be supplied by CINDE and the balance 
provided by other private organizations and individuals. 
This capital will
 
provide the initial resources for eouity operations.
 

The initial approach should be to limit equity-type investments in any

single sub-project to less than ten percent of the total equity capital of the
PIC. This percent should not represent more than twenty-five percent (251) of
the eauity in any qiven sub-project. Fiuity-type investments are defined as 
any form of financir; that is below conventional interest rate terms and has
equity features such as convertile debenture financing or other loan
 
financinq below market rats but with 
an eQuity or earnings participation

which offers a market return to the PIC.
 

P:C ecuity investments should be, as a matter of policy, residual
commitments or the last capital to be supplied to a PIC supported project.

The clear exception would N- those cases 
where the presence of a PIC equity
investment is a pre-condition to attracting other capital. 
Where a PIC
 
investment is necessary "up-front", it should be at a level below the ten percent ceiling. in principle, PIC investments should be highly selective and
structured to enccjrage the maximum participation of other financial
institutions and investment sources. This leveragle strategy is ifessential

PIC is to raximize its impact on private capital formation in Costa Rica.
 

Convertible debentures should be considered by the PIC as an attractive 
alternative method of financing, providing PIC with current interest income
 
and a potential eauity position. 
If the project succe.ds, convertible 
debentures will result in the PIC beconminq an onowner terms attractive to
 
both parties.
 

With respect to other forms of loan financing with equity features, there

will he opportunities for PIC to make loans at low 
rates of interest where it

receives equity participation as offsetting compensation. For example, PIC 
may make development loans for select agribusiness projects where the interest 
rate charged is significantly below market rates or capitalized to the loan in

the early years. In such cases, the approach would be 3esiqned to consider
inadequate cash flows in early years. For such consideration the PIC would 
expect to receive an equity interest in the project.
 

l.: . IC rmust be circuzr.:)ct with its eQaJiltv investments. It must avoid
being drawn into a project as the principal owner or pronoter. The PIC must 
operate as a merchant hankinc corkpany and not an investment holding cornpany.
If it should adopt the latter role, its energy would be focused on managing
operating businesses, an activity for which it was not designed. Such a step
would under-nine its iq'p-ortant merchant banking activities in the capital 
arkets.
 

http:succe.ds
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e. Corporate Finance Services 

For the first few years the PIC will be actively involved
 
in structuring and implementing projects. However, as the PIC matures and
 
develops a sound track record, other corporate finance services will be
 
offered. In some cases its role will be that of supplying loan and/or equity
 
funds; however, in others, it will provide its own funds and mobilize those of
 
other lenders and investors, or it is possible that the PIC will act as an
 
agent in mobilizing only third party funds. In most cases, however, it will
 
work closely with the project sponsor to bring all the necessary project 
ingredients together and in this capacity it will expect to be paid a fee (the 
project packaging process). 

PIC fees resulting from its financial services will be an important
 
complement to its income from loans and equity. Such fees, over time, should
 
significantly enhance the direct return from loans and investments.
 

4. Additional Responsibilities of the PIC
 

The PIC will be responsible for developing and installing all 
sublending management systems and procedures (after obtaining A.I.D. 's 
approval). Thc PIC will also develop and formalize all lending and investment 
policies, in accordance with the conditions of the A.I.D. loan. 

Detailed internal management information requirements will be developed by 
PIC management. This information will include, among othees, periodic 
delinquency reports, current valuations of collateral pledged to secure loans, 
proforma and historical financial statements of all borrowers, portfolio 
performance appraisal and cash flow projections. Prior to each direct loan 
disbursement the PIC's management must establish to the satisfaction of its 
Board of Directors that (1)the borrower will .)e able to service the debt, (2) 
that any collateral pledged is unencumbered and fairly valued, and (3)that 
the purpose of the loan is within the lending charter of the PIC. 

The PIC will systematically supervise its loans and investments in order 
to monitor their performance, and to provide any necessary back-up support. 
The PIC will compile a set of key indices for each such project and require 
the respective companies to supply that information periodically, preferably 
on a quarterly basis. The collected data will comprise not only financial 
indices but also information on fulfillment of other project evaluation 
criteria as appropriate in each case. This information, together with 
frequent personal contacts and membership on the boards of directors of client 
companies will enable the PIC to detect trouble (and opportunities) in the 
early stages of development and to avoid costly surprises. As a result of the 
loan supervision activities, the PIC will be in a position to assist its 
borrowers in developing their technical and managerial skills. Such "trouble 
shnoting" services will allow the project to continue operating smoothly or to 
overcome specific bottlenecks which can occur in marketing, production, or 
other areas. 



In addition to auarterly progress reports covering all aspects of the
 
project's activities, the PIC will be recuired to submit annual audited
 
statements prepared by an independent accounting firm.
 

B. Agency for Inter natiomil I-Evel nt 

1. Overall Responsibi lity 

The A.I.D. I-ission in Costa Rica will be responsible for overall
 
management of the Project on behalf of A.I.D. The Mission's Office of the 
Private Sector (OPS) will be responsible for monitoring the project. With the 
assistance of the Mission Controller and, when reauared, Mission management, 
the OPS will: 

- review arn] forward for processing PIC requests for disbursements;
 

- review proposed sub-loans which require A.I.D. approval; 

- review PIC reports and other related correspondence, taking 
action as needed; 

- supervise project evaluation activities; 

- monitor project activity, ensuring compliance with onditions 
and covenants of Project Agreement, taking manarent action as 
necessary; 

- make periodic visits to sub-project sites; and 

- report on the project to Mission management and AID/W as 
appropr iate. 

III. Illustrative Financial Plan 

The financial plan piesented in this section is illustrative and changes 
way be made to the plan by representatives of the parties named in the text of 
the Aqreement without forrmal amendment to the Agreement if such changes do not 
cause (1) A.'.D.'s contribution to exceed the &m.ount specified in the text of 
the Agreemnt, or (21 the PIC's contribution to be less than the amount 
specified in the text of the Aqreement. Future A.I.D. obliqations are subject 
to the availability of funds and mutual agreement of the Parties to proceed. 



PROJECT FINANCIAL PLAN 
(Source and Application of Funding - $ Thousands) 

Project No. 515-0204
 
As of August 27, 1984
 

A.I.D. P.I.C.
 
Project Inputs Loan Grant Euiity Total
 

A. Project Support
 
1. Technical Assistance
 

a. Investor Search/Identification 330 330
 
b. Investment/Technical Analysis 397 397
 
c. Project Evaluation 150 150 
d. Contingency and Inflation 123 123 

Sub-Total 1,000 1,000
 

B. Sub-Project Lending Activities 20,000 20,000
 

C. Sub-Project Equity Activities 10,000 10,000
 

20,000 1,000 10,000 31,000 

IV. Financing Methods 

A. Sub-Project Disbursements
 

Disbursement by A.I.D. to the PIC for sub-project financing will be 
made through a special credit fund and through A.I.D. Letters of Commitment. 
AI.D. will make a dollar advance to create a credit fund, the balance of 
which will equal PIC's projected sub-project disbursements for a thirty day 
period. This advance will be held by PIC in a non-interest bearing account.
 
The advance will be replenished by A.I.D. upon the PIC's submission to A.I.D.
 
of vouchers and supporting documentation which evidence sub-project
 
disbursements.
 

The dollar advance to the PIC is necessary to permit it to make
 
dollar-denominated loans through its Panamanian holding company so that the
 
loans can be registered at the Costa Rican Central Bank. Sub-loans or
 
portions thereof denomii ated in U.S. dollars using the PIC's credit fund will
 
normally be used for local cost financing. A.I.D. Letters of Commitment will
 
normally be used for the financing of imported items.
 

B. Grant Disbursements
 

A.I.D. will also provide the PIC with up to thirty (30) days cash 
requirements through a revolving fund, based on executed contracts and cash 
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flow projections. 
Given that the use of these funds will be for consulting

and technical services from the United States, the A.I.D. grant monies will be
 
placed in a non-interest bearing account in 
a U.S. bank in order to assure
 
timely payments to the advisors.
 

C. Fund Limits
 

A.I.D. will not exceed a limit on the sub-project credit fund of
 
US$1.0 million and a limit on the grant portion of the revolving fund of
 
$300,000. It is further envisioned that A.I.D. will open Letters of
 
Commitment for up to US$1.0 million for the financing of imported goods from
 
the United States.
 

V. Risk Minimization Fund
 

In order to provide A.I.D. with additional security against PIC repayment

default, the Project will include the establishment and capitalization of a
 
special "risk minimization fund".
 

To establish the fund, PIC will make semi-annual payments into a U.S. bank
 
account, acceptable to A.I.D., at the following annual rates: 
 three percent

of the average oatstandinq ialance of the A.I.D. loan during the ten-year
 
grace period and two percent thereafter until the balance of the account
 
equals the outstanding balance of the A.I.D. loan. 
These funds will be used
 
to acquire U.S. dollar -lenominated debt instruments which are acceptable to
 
A.I.D. .,Cpayments into the fund and earnings thereon less fees, 
if any,

will pass to A.I.D., should the loan be in default. No other PIC creditors
 
will have any claim on the fund. A.I.D.'s exclusive claim on the fund in the
 
event of default will not prejudice any other claims which A.I.D. may share
 
with other creditors.
 

PIC paym.ents into the fund may not be made with A.I.D. loan funds or with
 
the recuperated principal of the A.I.D. subloan portfolio. 
Payments will
 
continue until the funds balance, including accumulated interest thereon,

equals the outstanding balance of the A.I.D. loan. 
 If at the end of any
A.I.D. loan payment period, the value of the assets in the fund's account
 
exceeds the balane of the A.I.D. loan, the PIC may, with the written
 
agreement of A.I.D., transfer such excess amounts to its own account. 
A.I.D.
 
will no longer have any rights on funds so transferred.
 

V7. Procurement Procedures
 

A. General Procurement Policies
 

Procurements ,ythe PIl and its sub-projects with A.I.D. loan/grant
funds will b made in conformance with A.I.D. procurement policies as 
described in A.I.D.'s !Handcxnok 1, Supplement R, Chapter 19, Intermediate
 
Credit Institutions. 7,e p)rovisions of Handbook 11 will govern purchases made
 
by PIC for its own account. The source and origin of all A.I.D. funded
 
procurements, except shelf 
itorts, will be restricted to Code 941 of the A.I.D.
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Geographical Code Book for the Loan, or the United States and member countries 
of the Central American Commion Market for the Grant. 

PIC management will have responsibility for monitoring procurement, and
 
regular reports will be rendered to USAID/Costa Rica. The PIC will advise its
 
sub-borrowers of the restrictions on loan-financed dollar procurement and
 
these purchases will be monitored. Additionally, the PIC will set up a
 
special system to monitor sub-borrower loan-funded shelf-item procurement of 
Code 899 origin to assure that the total amount of those purchases does not 
exceed 10% of total local cost financing or $250,000, whichever is less, and 
otherwise complies with A.I.D. regulations regarding shelf-item procurements

contained in A.I.D. Handbook 1, Supplement B, Chapter 19.
 

B. Technical Assistance Contracting Plan
 

An estimated fifty-three person months (PM) of short term technical 
assistance will be utilized by the PIC during the first two years of project
implementation. Three types of consulting services will be needed: investor 
search and identification; specialized technical assistance for project and
 
institutional development; and project evaluation. Investment banking firms,
 
venture capital companies, specialized consulting firms, and free lance
 
consultants will be contracted as appropriate. The PIC will be responsible

for the selection and contracting of the required consultants under the terms
 
and conditions of HB 11 (Country Contracting), and subject to a written
 
approval by A.I.D.
 

In all cases, prior to contracting, the Mission will assist the PIC's
 
management to identify and use small, disadvantaged, and women owned
 
enterprises that have the experience to provide the desired technical services.
 

C)P
 



ANNEX II
 

OMBINED LOAN AND GRANT STANDARD
 
PROVISIONS
 

Definitions: As used in this Annex, the Agreement refers to the Project Loan
and Grant Agreement to which this Annex is attached and of which this Annex

forms a part. Terms used 
 in this Annex have the same meaning or reference as 
in the Agreement. 

ARTICLE A
 

Project Implementation
 
Letters
 

To assist Borrower in the implementation of the Project, A.I.D. from time to
 
time will issue Project Implementation Letters that will furnish additional
 
information about matters stated in this Agreement. 
The parties may also use

jointly agreed-upon Project Implementation Letters to confirm and record their

mutual understanding on aspects of the implementation of this Agreement.
Project Implementation Letters will not be used to amend the text of the 
Agreement, but can be used to record revisions or exceptions which are 
permitted by the Agreement including the revision of elements of the amplified

description of the Project in Annex I.
 

ARTICLE B
 

General Covenants
 

SECTION B.1. Consultation
 

The parties will cooperate to assure that the purpose of this Agreement will
be accomplished. To this end, the Parties, at the request of either, will 
exchange views on the progress of the Project, the performance of obligations
under this Agreement, the performance of any consultants, contractors or
suppliers engaqed on the Project, and other matters relating to the Project. 

SECTION B.2. Execution of Project 

The Borrower will: 

(a) carry out the Project or cause it to be carried out with due diligence
and efficiency, in conformity with sound technical, financial and management
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practices, and in conformity with those documents, plans, specifications,
 
contracts, schedules, or other arrangements, and with any modifications
 
therein, approved by A.I.D. pursuant to this Agreement; and
 

(b) provide qualified and experienced management for, and train such staff as 
may be appropriate for the maintenance and operation of the Project, and, as
 
applicable for continuing activities, cause the Project to be operated and
 
maintained in such manner as to assure the continuing and successful
 
achievement of the purposes of the Project.
 

SECTION B.3. 	Utilization of Goods
 
and Services 

(a) any resources financed under the Assistance will, unless otherwise agreed 
in writing by A.I.D., be devoted to the Project, until the completion of the 
Project and thereafter will be used so as to further the objectives sought in
 
carrying out the Project.
 

(b) goods or 	services financed under the Assistance, except as A.I.D. may 
otherwise agree in writing, will not be used to promote or assist a foreign
 
aid project or activity associated with or financed by a country not included 
in Code 935 of the A.I.D. Geographic Code Book as in effect at the time of 
such use. 

SECTION B.4. 	 Taxation 

(a) This agreement and the Assistance will be free from, and the Principal 
and interest will be paid free from, any taxation or fees imposed under laws 
ineffect in the territory of Costa Rica.
 

(b) to the extent that (i)any contractor, including any consulting firm, any

personnel of such contractor financed under the Assistance, and any property 
or transactions relating to such contracts and (ii) any commodity procurement 
transaction financed under the Assistance are not exempt from identifiable 
taxes, tariffs, duties, or other levies imposed under laws in effect in the 
territory of the Borrower, the Borrower will, as and to the extent provided in
 
and pursuant to Project Implementation Letters, pay or reimburse the same with
 
funds other than those provided under the Assistance.
 

SECTION B.5. 	 Reports, Records, 
Inspections, Audit 

The Borrower will: 

(a) furnish A.I.D. such information and reports relating to the Project and 
to this Agreement as A.I.D. may reasonably request; 

(b) maintain or cause to be maintained, in accordance with generally accepted 
accounting principles and practices consistently applied, books and records 
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relating to the Project and to this Agreement, adequate to show, without
 
limitation, the receipt and use of qoods and services acauired under the
 
Assistance. Such books and record.s will be auxdited 
 reaularly, in accordance
 
with generally accepted aditirK star~iards, a.d maintained for three years

after the date of last disbursement by A.I.D.; SlCh books and records will
 
also be adequate to show the nattre adN extent of solicitations of prospective
suppliers of qocxis ard servv:en acuired, the abasis of award of contracts and 
orders, and. the overall prooress of the Project toward copetion; and 

(c) afford authorized re:)resefntatives of A.I.D. the opportunity at all 
reasonable tirmes to insrvct the Project, the utilization of goods and services 
financed by A.I.D., and tx)oks, records, and other documents relating to the 
Project and t he Assistance. 

SFXION B.6. Comleteness of
 
intormat ion
 

The Borrower confirs: 

(a) that the factg and circu-stances of which it has inforTed A.I.D., or
 
caused A.I.D. to x i. formed, in the course of reaching agreement with A.I.D.
 
on the Assistance, 3ro accurate and cor, lete, and include all facts and
 
circumstances that 
Ti.ht aoteriai .' affect the Project and the discharge of
 
responsibilities under this Anree.xent; and
 

(b) that it will inform A.:.D. in timely fashion of any subsequent facts and 
circumstances that might materially affect, or that it is reasonable to
 
believe miqht so affect, the Project or to discharge of responsibilities under
 
this Agreervent. 

SECTION B.7. Other Pavrents
 

71he Borrower affirm that no payments have been or will be received by any
official of the Borrower in connection with the procurement of goods or 
services financed under the Assistance except fees, taxes, or similar payments 
leqally established in the country of the Borrower. 

SFCTION B.8. Information and Markiru 

The Borrower will give appropriite puh;citv to the Assistance and the Project 
as a program to wnich the Unit(d States has contributed, identify the Project 
site, and mark qoods financed by A.!.D., as described in Project 
Implementation Letters.
 

ARTICLE C 

Procurement Provisions
 

SECTION C.l. Special Rules 

(a) the ,ource and origin of ocean and air shipping will be deemed to be the 
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ocean vessel's or aircraft's country of registry at the time of shipment;
 

(b) 	premiums of marine insurance placed in the territory of the Borrower will
 
be deemed an eligible Foreign Exchange Cost, if otherwise elegible under
 
Section C.7. (a);
 

(c) any motor vehicles financed under the Assistance will be of United States 
manufacture, except as A.I.D. T-ay otherwise agree in writing. 

(d) transoortation ba air, financed under the -rant, of property or person,
will be on carriers hol]qlm L',iit(-. States certification, to the extent service 
by such carriers is -vailablF. !Dtailson this requirement will be described 
in a Project Irh)len-ntation iftter. 

No goods or services; rra-'- financed under the Assistance which are procured 
pursuant to orders or contracts fir-,ly placed or entered into prior to the 
date 	of this Acree..ent, except as the Parties may otherwise agree in writing.
 

SECTION C.3. Plans, Specifications,
 
and Contracts
 

In order for there to be mutual aqreemnt on the following matters, and except 
as the Parties may otherwisc agree in writing: 

(a) 	the Borrcwer will furnish to A.I.D. upon preparation:
 

(i) 	 any plans, specifications, procurement or construction schedules, 
contracts, or other documentation relating to goods or services to be 
financed under the Assistance, including documentation relating to 
the pre-aalification and selection of contractors and to the 
solicitation of bids and pro osals. Material modifications in such 
doctmentation will likewise be furnished A.I.D. on preparation; 

(ii) such doctunentation will also he furnished to A.I.D., upon 
preparation, relatin.i to anv qcoos or services which, though not 
financed under the Assistance, are deemed by A.I.D. to be of major
importance to the Proect. Aspects of the Project involving matters 
under this subsection 'a' (iil will be identified in Project 
Inplementation :,tters; 

(b) 	documents related to the preoaalif:cation of contractors, and to the
 
solicitation of bids or prcxwsals for 9 odxs and services financed under the 
Assistance will he a-ro'eK by A.I.D. inwriting prior to their issuance, and 
their terms will inclu,ie "r.:ted States standar,!s and measureents; 

(c) contracts and contractors financed under the Assistar-e for engineering
and other professional services, for construction services, and for such other 
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services, eouipment, or materials as may be specified in Project
Implementation Letters, will be approved by A.I.D. in writing prior to 
execution of the contract. Material modifications in such contracts will also 
be approved in writinq by A.I.D. prior to execution; and 

1d) 	 consultinq firms used by the Borrower for the Project but not financed
nder the Assistance, the scopxe of their services and such of their personnel

dssigned to the Project as A.I.D. may specify, and construction contractors

used by the Borrower 
 for the Project but not financed under the Assistance
 
shall he acceptable to A. I.D.
 

SECTIO C.4. Reasonable Price 

No more than reasonable price , will be paid for any goods or services
financed, in whole or ,npart, under 	 the Assistance. Such items will be
procured on a fair and, to the maximum extent practicable, on a competitive
 
basis.
 

SEEIaON C.5. btification to
 
Potential Suppliers
 

To permit all United States firms to have the opportunity to participate in
 
furnishing goods and services to be financed under the Assistance, the

Borrower will furnish A.T.D. such information with regard thereto, and at such

times, as A.I.D. may reoluest In Project Irplementation Letters. 

SECTION C.6. Shipinq 

(a) goods which are to t transoorted to the territory of the Borrower may
not be financed under trie Assistance if transported either; 

(i) on an ocean vess.. or aircraft under the flag of a country which ia 
not included in A.!.D. Geographic Code 935 as in effect at the time 
of ship ent; or 

(ii) 	 on an ocean vessel which A.I.D., by written notice to the Borrower 
has designated as ineligible; or 

(iii) 	 under an ocean or air charter which has not received prior A.I.D. 
approval. 

(b) 	costs of ocean or air transportation (of goods ,r persons) and related 
delivery services may not be financed under the Assistance, if such goods or 
persons are carried: 

(i) 	 on an ocean vessel or aircraft (the latter financed under the loan
portion of the Assistance) under the flag of a country not, theat 
time of shipment, identified under the paragraph of the Agreement 
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entitled "Procureftfet Source: Foreign Exchange Costs", without prior
 
written A.I.D. approval; or
 

(ii) 	in the case of aircraft, the cost of which is financed under the
 
grant portion of the Assistance, on a non-U.S. flag air carrier if a
 
U.S. flag carrier is available (in accordance with criteria which may
 
be contained "n Project Irrplementation Letters) without prior written
 
A.I.D. approval; or
 

(iii) 	on an ocean vessel which A..D., by written notice to the Borrower,
 
has designated as inel- qble; or
 

(iv) under an ocean vessel or air charter which has not received prior
 
A.I.D. approval;
 

(c) 	unless A.I.D. determines that privately owned United States-flag
 
coT ercial ocean vessels are not available at fair and reasonable rates for
 
such vessels,
 

(i) at least fifty percent (50%) of the gross tonnage of all goods
 
(computed separately for dry bulk carriers, dry carqo liners and
 
tankers) financed by A.I.D. which may be transported on ocean vessels
 
will be transported on privately owned United States-flag commercial
 
vessels, and
 

(ii)at least fifty percent (50%) of the qross freight revenue generated
 
by all shipxmnts financed by A.I.D. and transported to the territory
 
of the Borrower on dry cargo liners shall be paid to or for the
 
benefit of privately owned United States-flaq comercial vessels.
 
Compliance with the reauirements of (i) and (ii) of this subsection
 
must 	be achieved with respect to any caroo transported from U.S.
 
ports and jiso any caroo transported from non-U.S. ports, -onrputed
 
separately.
 

SrTON C.7. Insurance
 

(a) marine insurance on goods financed by A.I.D. which are to be transported
 
to the territory of the Borrower may be finaned under the Assistance as a
 
Foreign Exchange Cost under this Amendment provided:
 

(i) 	 such insurance is placed at the lowest available coripetitive rate, and 

(ii) 	claim thereunder are payable in U.S. dollars, or as A.I.D. may agree 
in writing, in the currencv in which such qoods were financed or in 
any freely convertible currency. If the Borrower (or government of 
Borrower), by statute, decree, rule, regulation, or practice 
discriminates with respect to A.I.D.- financed procurefment against 
any marine insurance cNIpany authorized to do business in any State 
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of the United States, then all goods shipped to the territory of the
 
Borrower financed by A.I.D. hereunder will be insured against marine
 
risks and such insurance will be placed in the United States with a
 
conpany or conpanies authorized to do a marine insurance business in 
a State of the United States;
 

(b) except as 	A.I.D. may otherwise agree in writing, the Borrower will
 
insure, or cause to be insured, goods financed under the Assistance imported
for the Project against risks incident to their transit to the point of their 
use in the Project; such Insurance will be issued on terms and conditions 
consistent with sound commercial practice and will insure the full value of 
the goods. Any indemnification received by the Borrower under such insurance 
will be used to replace or repair any material darraqe or any loss of the goods 
insured or will be used to reirmrrse the Borrower for the replacement (­
repair of such goods. Any such replacement will be of ,;ource and origin of 
countries listed in A.I.D. (;eooraphic Ccxie 935 as in effect at the time of 
replacement, and, except as the Parties .ni'y agree in writing, will be 
otherwise subject to the provisions of the Agreement. 

SECTION C.8. 	 U.S. Government--Owned
 
Excess Property
 

The Borrower agrees that wherever practicable United States Goverornent-owned
 
excess personal property, 'n lieu of new items financed under the Assistance,

should be utilized. Funds under the Assistance may be used to finance the
 
costs of obtaining such property .or the Projerct.
 

ARTICLE D 

Termination; Remedies 

SECTIN D.l. 	 Cancellation by 
Borrower 

The Borrower may, by giving A.I.D. 30 days written notice, cancel any part of 
the Assistance which has not been disbursed or committed for disbursement to
 
third parties.
 
SEXTION D.2. Events of Default;
 

Aceleration
 

It will be an 	 "Event of Default" if: 

(a) the Borrower shall have failed to pay when due any interest or 
installment of Prircipal reouired under this Agreement; or 

(b) the Borrower shall have failed to comply with any other provision of this 
Agreement; or 
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(c) 	 the Borror shall have failed to pay when due any interest or
installment of Principal or other payment recuired under any other loan,

guaranty or other agreement between the Borrower or any of its agencies and

A.I.D. or any of its predecessor agencies. If an Event of Default shall have
occured, then A.I.D. may alve the Borrower notice that all or any part of the
unrepaid Principal will b de and !avanle sixty (60) days thereafter, and,

unless s,,ch Event of Default i, cured within that ti.ie;
 

(i) 	 such unrepid Princi.-l and accrued interest hereunder will be due 
and payable ineiately; arni 

(ii) the amount of any further disbrursements made pursuant to then
outstanding corlnitmnts to third parties or otherwise will become due 
and payable as !,on as made. 

SECTICN D.3. Susoension 

If at any time: 

(a) 	 an Event of Default has occurred; or 

(b) 	an event occurs that A.I.D. determines to be an extraordinary situation
 
that 	makes it isrDrobable either that 	the purpose of the Assistance will be
attained or that the Borrower will be able to perform its obligations under
 
this Agreefent; or
 

(C) 	 any dis.bursempnt by A.I.D. would be in violation of the legislation 
governing A.I.D.; or 

(d) 	 the Borrower shall have failed to pay when due 	any interest, installment 
of principal or other payment reauired under any other loan, guaranty, or
other agreement between the Borrower or any of its agencies and the Government 
of the United States or any of its agencies;
 

Then 	A.I.D. may: 

(i) 	 suspend or cancel outstanding commitment documents to the extent they
have not been utilized through irrevocable commitments to third 
parties or otherwise, giving pronpt notice thereof to the Borrower; 

(ii) 	 decline to issue additional commitment documents or to make
 
disbursements other than iinder existing ones; and
 

(iii) at A.I.D.'s expense, direct that title to goods financed under the
Assistance be transferred to A.I.D. if the goods are from a source 
outside Borrower's country, are ina deliverable state and have not
 
been offloaded in ports of entry of Borrower's country. Any 
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disbursement made under the Loan with respect to such transferred
goods will be deducted from Principal. 

SECTION D.4. Cancellation bv A.I.D. 

If, within sixty (60) dayvz from the 	 late of any suspension of disbursementspursuant to Section D.3, the cause or causes thereof have not been corrected,
A.I.D. may cancel an'., part of the Assistance that is not then disbursed or
irrevocably connitted to third parties. 

SECTION D.5. Continued :ffectiveness
 
of Aqreemnent
 

Notwithstanding an' cancellation, suspension of disbursements, or accelerationof repayment, tre :rovsiions of this Agreement will continue in effect untilthe payment in full ot all Principal and accrued interest hereunder, provided,that any obligations Lrising out of the expenditure of Grant funds will not be

extinguished by such payment of principal and interest.
 

SECTION D.6. Refunds
 

(a) 	In the case of any disbursement which is not supported by valid
documentation in accordance with this Agreement, or which is not made or usedin accordance with this Agreement, or which was for goods or services not used
in accordance with this Agreement, A.I.D., notwithstanding the availability or
exercise of any other remedies provided for inder this Agreement, may require
the Borrower to refund the arount of such disbursement in United StatesDollars to A.I.D. within sixty (60) d!ays after receipt of a request therefor.
 

(b) If the failure of the Cooperating Country to ccmply with any of its
obligations under this Agreemnt has the result that goods or services
financed under the Assistance are not used effectively in accordance with this
Agreement, A.I.D. require themay -ooperating Country to refund all or anypart of the amount of the disbursements under this Agreement for such goods orservices in U.S. dollars to A.I.D. within sixty (60) days after receipt of a 
request therefor.
 

(c) 	The right under subsection (a) or (b) to require such a refund of a
disbursemert will continue, notwithstanding any other provision of thisAgreement, for three (3) years from the daze of the last disbursement under 
this Agreemett. 

(d) 	 (i) Any refurxd under subsections (a) or (b), or 

(ii) 	 any refund to A.I.D. from a contractor, supplier, bank, or other
third party with respect to goods or services financed under theAssistance, which refund relates to an unreasonable price for or 
erroneous invoicing of goods or services, or to goods that did not
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conform to specifications, or to services that were inadequate, will,
 

-be made available first for the cost of goods and services required 
for the Proiect, to the extent >-jstfif ed, and 

-the remainder, it any, if derived from lxoan funds, will be applied 
to the install.ent of Princ.:ial .n the inverse order of their 
maturity ar the amount of the 1"an ,edoced by the amount of such 
remainder, a.,) 

(iii) 	if derived from Grant funds, will be applied to reduce the amount of 
the Grant. 

(e) any interest or other earnings on Grant funds disbursed by A.I.D. to the 
Cooperating Country under this Agreement prior to the authorized use of such 
funds for the Project will be returned to A.I.D. inU.S. Dollars by the 
Cooperatinq Country. 

SECTION D.7. Nonwaiver of Remedies
 

No delay inexercising any right or remedy accruing to a Party in connection
 
with its financirg under this Aqreement will be construed as a waiver of such 
right or remedy. 

SECTION D.8. Aossionment 

The Borrower aqrees, upon recuest, to execute an assignment to A.I.D. of any 
cause of action which ray accrue to the Cooperating Country in connection with 
or arising out of the con :ractual performance or breach of performance by a
 
party to a direct U.S. Dollar contract with A.I.D. financed in whole or in 
part out of funds granted by A.I.D. under this Agreement. 

>2
 



AGENaA PARA EL DESARROLLO INTERNACIONAL 
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- Aw~sd 	F.*. 1003
1000 Sea Jo, Csts. Ike 
TO *.I.33.11 .33 

Toleo 3350 AIMCS K 

March 14, 1986 

Mr. Jos6 Ochoa
 
Managing Director 
Corporaci6n Privada de Inversiones
 

do Centroam6rica, 8.A. 
San Jo86
 

REPF 	 Project AID 515-0204 
Grant Implementation Letter No. 4 

Dear Mr. Ochoat
 

This 	is in reference to your letter dated February 20, 1986sent 	 to Mr. Vinzenz Schmack of the Office of the Private Sector,
requesting our authorization to finance with AID Grant Funds the
professional services 
 James
of Mr. W. Johnson, a volunteer executive

with 	 the International Executive Service Corps (IESC), for an amount of 
C250,000 (two hundred and fifty thousand colones).
 

We consider that the assistance that Mr. Johnson can provide to

the PIC will be important in the areas of equity and credit analysissince he has valuable experience in the banking sector. 
 You also
 
mentioned in your letter that the costs will be shared on an 
equal basis
 
with CINDE and your share amcunts to C250,000.00.
 

Therefore, you are hereby advised that your 
 request is
authorized to finance with 
Project Grant 
Funds Mr. Johnson's services
 
for the purposes stated in your letter.
 

As before, we request that you send us a copy of the duly
executed contract when requesting the reimbursement of funds. We willcharge this expense to category 2 (Investment/Technical Assistance) of 
the Grant Project. 

Sincerely,
 

Daniel A. (OhaiJ / 

Director 

http:C250,000.00


AGENCIA PARA EL DESARROLLO INTERNACIONAL 
MW4ON KONOMICA Of LOS ISTAOS UNtOS IN COSTA CA 

,APR 0 1 , 
Ap4e 	Pmlol 100S3', 	 5*'"000 Sn Jo,. Cost. 

Ts46.e 33.11.33 
Tole 3550 AIDCI KI 

March 	14, 1986
 

Mr. JoaS Ochoa 
Managing Director 
Corporaci6n Privada do Inversiones
 

do Centroam6rica, S.A.
 
San JosA
 

REF 	 Project AID 515-0204 
Grant Implementation Letter No. 3 

Dear Mr. Ochoa0
 

We acknowledge receipt of your letter dated February 18, 1986 
sent to Mr. Vinzenz Schmack of the Office of the Private Sector, 
requesting our authorization to finance with AID Grant Funds, the 
professional assistance of Mr. Paul L. Daum, for a maximum amount of 
$18,000 (eighteen thousand dollars).
 

We agree that the proposed financing is consistent with the
 
Project's objectives in that Mr. Daum will provide valuable technical
 
assistance to the three different flower projects. This type of
 
technical assistance is vital to the success of these projects and 
consequently vital for the PIC.
 

Therefore, you are hereby advised that your request is 
authorized to utilize a maximum of $18,000 to contract the services of
 
Mr. Daum for the purposes stated in your letter.
 

We request you send us a copy of the signed contract between 
the PIC and Mr. Daum when requesting the reimbursement of funds. We 
will charge this expense to category 2 (Investment/Technical Assistance) 
of the Project Grant Funds.
 

Sincerely 

Danie A. //ai 
Director
 

http:33.11.33
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AIDCl II 

February 2b, 1986
 

Hr. Jost Ochos
 
Managing Director
 

6n Privada de Inversiones
Corporci

de Centroanfrica, S.A.
 

San Jost
 
Project AID 515-0204REF: 
Grant Implementation letter 

No.2 

Dear MT. Ocho&:
 
13, 1986,
dated January


of your letter
receipt
We acknowledge of Sector requesting
the Private
the Office 

to Vinzenz Schmack of for an amount of
 

sent AID Grant Funds
with
finance 

our authorization to design and implementation
the
thousand colones)

C300,000 (three hundred 


of a computerized financial 
control system.
 

of Price
assistance
the technical 

We ,gre e that the use of 

and vith your
objectives
Project's
with the
is consistent in the Loan
Waterhouse As stated

for this purpose.


use Grant Funds is vital in
decision to development1, institutionalSection V1,Annex i.Agreement 
the success of a project 

like the PIC.
 

to
is authorized 
your request
that
are advised
Therefore, you 


contract Price Waterhouse 
for the purposes stated 

in your letter.
 

contract
 
a copy of the duly executed 
you send us of
We request that 
when the reimbursement
requesting


Price Waterhouse

between PIC and category 2 (Investment/Technical
to
charge this expense
We will
funds. 

Assistance) of the Grant Project.
 

incerely,
 

an el A; haij
"-


Mqission Director
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AGEIWA PARA E. DESARROLLO TERNMONAt 
MISoON KONC)ICA O L0S ISIADOS IPNDO$ I' COSIA ICA 

APR 0 1 1986 

IM,0 W, is . C,*I: 

let. 3lIC ASOCO 

Pebruary 28. 1986 

Kr. Jos$ Ochoa 
Managing Director 

CORPOACION PRIVADA DE INVZRSIONES 
DE CENTROAKE.tICA, S.A. (PIC)
 

San Joss
 

Subjects Private Invect.ment Corporation
 
Project No. AID-515-0204
 
Grant lmplementation Letter No.1
 

Dear Xz. Ochoat
 

We are in receipt of your letter dated February 3, 1986, in which 

you request authorization to use project grant funds to contract the 

professional services of Mr. Spence R. Halecha to provide you with 

technical assistance in analyzing a shrimp project. 

The requested technical assistance is consistent with the project's
 

objectives and we therefore approve your request for a total amount of
 

$4,140.00 (four thousand one hundred and forty dollars) as per budget
 

submitted to us which we adjusted to a per dies of 870.00 (seventy
 

dollars) authorized for Costa Rica. Please submit to us with your
 

request for reimbursement the executed contract between PIC and Xr.
 
Halecha. We will charge this expense to the category Project Evaluation
 
of the Grant Budget.
 

Sincerely,
 

http:4,140.00

