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Tegucigalpa, D.C.
April 25, 1988

Mr. John A. Sanbrailo

Mission Director

Agency for International Development

United States of American AID Mission to Honduras
American Embassy

Tegucigalpa, Honduras.

Dear Mr. Sanbrailo:

On behalf of the students, faculty and teneficiaries of Escuela Agricola Panamericana
education and training, the trustees of Zamorano respectfully request creation in
1988 of a Honduran Endowment. as a major step in assuring necessary human and
natural resource development devoted to the food and agricultural needs of Honduras.

Escuela Agricola Panamericana pledges to further enhance its organized training,
advisory and other technical assistance to strengthen agencies of the Government
of Honduras responsible for food and agricultural needs of the country.

Although the Escuela Agricola Panamericana name connotes agriculture, its mission
is to assist rural development simultaneously. It is an immense challenge.

Escuela Agricola Panamericana has existed for 46 years because it motivates. encour-
eges and sustains those voung people of Honduras and other Latin America countries
entrusted to its care. It promises unswerving commitment to sensitive attention
to the needs of men and women of all ages with particular attention to Konduras'
disadvantaged.

Escuela Agricola Panamericana hes prepared a policy statement assuring USAID/Hon-
curas end the Government of Hcnduras that the endowment will be properly adminis-
tered, monitored, and reported annually. This statement (sample attached) will be
reviewed and epproved by the full Board of Trustees at its next schedule meeting
in biay, 1988.

We wish to acknowledge formally our gratitude to vou and your associates as vell
es to those dedicated men and women of the Government of Honduras who have effec-
tively worked together to bring this endowment to fruition.

Sincerely,

~HRYL.N

John G. Smith
Chairman: Board of Trustees

o & Mk

Simén E. Malo PhD
Director

ENSERAR A LA JUVENTUD DE HOY ES ALIMENTAR AL MUNDO DEL MARANA
TEACHING TODAY'S YOUTH 1S TO FEED TOMORROW'S WORLD



I. Proposal

A. Program Factors

1. Endowment applicability to GOH agricultural development
strategy (The National Development Plan 1987-1990.

4

* To increase agricultural production to Lps. 795 million by
1990.

¥ T¢ increase basic grain production, as basic staple, to 110
thousand tons by 1890.

* To increase agricultural exports by 7.6% annually during the
period 1987-19890.

X To improve nutyrition and increase food availability
nationwide.

* To promote reforestation and protect agroecclogy

3 To promote fish culture production.

x To promote educational activities in basic nutrition.

* To improve housing facilities throughout the country.

* Te improve transportation infrastructure, specially in rural
areas.

* To provide more food for growing wurban populations and
sites.

X To promote international technical cocoperation, emphasizing
agriculture sector

* To increase employment opportunities.

Note: This endowment activity should be combined with the

complementary activities noted in USAID/Honduras Country
Development Strategy (pp.44&5)



Endowment applicability +to GOH agricultural devslopment
strategy (The Hational Development Plan 1987-1990)

The Honduran Endowment for EAFP will directly suvpport GOH plans
to increase agricultural production. Expanded research.
extension. and on-farm demonstration in concert with strengthened
departments of animal science. agronomy, and horticulture will
emphasize tiaining in agricultural production. The new program
in agricultural =conomics will support these efforts.

Seed i3 the least expensive item in agricultural production but
the principal ingredient for success of failure of a cultivar.
Once 2 c¢rop has been produced there are enormous losses in the
process of harvesting, handling, stering, transport and
marketing. EaP is setting up an "International Seed and Grain
Science Center” (ISGSC) with active participation of Kansas State
and Mississippi State universities in order to introduce more
modern technology into the region for s=elf sufficiency in aeed
production and to decrease the post-harvest losses, which at
times reach 50% or more of the 15tal harvest. New endowment
support for the basic grains and seeds production unit will focus

on assuring Honduran self-sufficiency in grains and seed
production. '

Greater emphasis will be given to agricultural diversification.,
and in conjunction with the Agricultural Economic Program will
better prepare many more Honduran students and producers for
participation in agricultural export. This will also guarantes
increased food availability, nationwide.

The current EAP program in reforestation and watershed management

will be expanded. New financial support to this program will
augment the School’s national role and responsibility in the
protection of the Honduran ecology. Reforestation activities

which include +training, forest management. and the planting of
thousands of trees annually will be significantly increased.

The EAP has a strong fish culture and aquaculture program which
could be extended tco more Honduran students and producers. New
training and support activities in fish culture and agquaculture
for North and South ccast projects will be committed as financial
resources permit. This rrogram has already sponsored training
programs for fish farmers. Important new programs will be added
specifically to meet practical training of fish farmers.

In the Veguare River Valley, EAP has promoted improved housing
and transportation infrastructure both for +ihe school and
surrounding communities. The School currently employs personnel
from the Valley all the way to Tegucigalpa. As the endowment
income permits. the scope of this important rural development
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component of EAP’s public service commitment will be expanded.

Since its early beginning, EAP has promoted international,

technical cooperation. It is a major link between Honduras and
educational, research and production institutions in the Iinited
States, Europe, and other parts of the world. Endowment income

will, hopefully, broaden this community of support institutions.

Zamorano’s Wilson Poponoce Library is currently one of the better
agricultural libraries in Central America: however. with new
funding it <can become the finest in the region. This Library
will be available to all who participate in Zamorano-sponsored
programs and projects, on and off campus.

The library is computerizing its entire card catalog of bouks.
pamphlets, bulletins and journal articles relevant to Central
American agriculture. This will assist students and other users
to quickly determine what is available. More importantly, the
computer file will be made available +to users outside EAP. A
researcher or extension specialist anywhere in Honduras mav phone
the EAP computer for the mnst up-to-date information available.

Outreach programs are being planned within the rural develcpment
subject to additional funding. These include an ambitiocus short
course in food technelogy. Training will be in preserving and
storage of vegetables, fruits, meats, cereals, and dairy
produ ts. EAP staff will visit Honduras’ rural communities to
ansess needs and establish goals in order to plan adequate short
courses, workshops and seminars in the important field of food
processing, preservation, nutrition, and marketing.
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2. Endowment applicability to USAID/Honduras Country
Development Strategy Statement and Action Plan

Jamorano wishes to be a full and productive partner to the USAID

economic assistance program for Honduras. Area, to be addressed
include:

i waeia o
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To increase agricultural production to $360 million by
1990;

To improve educational opportunities;

To increase opportunities for Hondurans studying within
the United States;

To help the Government of Honduras stabilize the
economy by providing more employment opportunities and
increasing investment in long-term development;

To provide food security for the nation of Honduras;

To consolidate training and educational efforts for
sustained growth in the food and agricultural system;
To 1increase private sector investment in programs
important to the nation, from within and withcut;

To improve the management and effective protection of
Honduras’ national resource base, institutional
mechanisms and direct action programs directed to
farmers.

To expand Honduras Extension’s methodologies and

technological packages.
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Endowment applicability to USAID/Honduras Country
Development Sbtrategy Statement and Action Plan

The Honduran Endcvment for Escuela Agricola Panamericansa is
directly supportive of USAID emphasis upon self-sufficiency
efforts of private-sector organizations. Expanded fundraising
operations have been structured, both in the United States and
Honduras. Stimulus provided by the Endovment is a vital portion
of that plan. It will be measurable and easily monitored.

The projects supported by the Endowment focus primarily on the
critical issue of Honduran human resource development. Through a
wide range of educational, research and extension-style
activities several generations of Honduran men and women, better

prepared by Zamorano, will contribute effectively to national
food and agricultural production.

Enhanced agricultural productivity is assured through close
cooperation between the Ministry of Natural Resources and dozens
of American public and private institutions participating in
formal and informal education and training projects. These
include the unaiversities of Florida. Minnesota, Hawaii.
Wisconsin, and Fuerto Rico; Auburn, Texas A. & M., Cornell,
Mississippi State, Kansas State, and Rutgers Universities. The
Nature Conservancies, Partners of the Americas and Winrock
International. Each of these institutions is involved with human

rescurce development and natural resource productivity within the
agricultural system of Honduras.

Employment generstion will be enhanced in several areas:

* Agricultural technicians prepared through Zamorano short
courses:
x Honduran women through four-yeaxr residential, degree

training as well as comprehensive, occupational education
through short courses and cn-site agricultural vocaticnal
training. Women will be given special priority in short-
term training courses in home gardens and food preservation.
as well as small scale livestock projects, and farm

management;

X Conservation and Yeguare Valley watershed management
projects, especially those related to irrigation and water
storage;

* Reforestation and forest-products development through

expansion of agroforestry activities;

X Research and production projects for improvement and

5



availability of seeds with =zpecial attention to beans and
corn through the Grains and Seed Science Center at Zamoranc.

Wider sharing of the benefits of Honduras’ agricultural growth:

¥ The ultimate guarantee of balanced sharing 1s improved.
equitable esducation and training opticons. Zamorano trains
men and women of several generations. It trains campesinos

of the Yeguare VYalley znd concurrently cooperates closely
with international agricultural education and research
instituticons. It is a visible. accessible, democratic
institution operating daily in service to Honduras:

X Zamorano has an impressive group of bilateral and
multilateral donors whose investment complements that of
USAID and other agencies of the United States of America.
Careful annual planning has assured coordination of these
funding efforts without duplication. The qgquality and
diversity of Zamorano programs and projects command the
attention and investment of private agencies. institutions,
foundations and corporations

Swnmary: The Honduran Endowment will assist USAID/Honduras in
maintaining and strengthening its development objeciives.

It will establish a strong, badly needed base for short and long-
term economic development relating to agriculture in Honduras.
The projects and programs made possible by +the Endowment will
directly support: the strengthening of democratic institutions:
expansion of food and agriculture--related activities: enhance
employment in rural areas; improve quality of national research.
technology transfer., and extension; alleviate natural resource
degradation and depletion; provide for wider sharing of
beneficial growth: assure minimum food security; strengthen
private and public services to better meet human needs: and
effectively use local currency to support self-sufficiency
efforts of private sector organizations.



II. Frojisct Desciption

The problems to he addressed:

1, Shortfall in scholarship and other financial aid for
Honduran students.

a. The Issue:

The agricultural sector of Honduras represents about 30% of
the national gross production, provides employment to more
than 60% of the economically active population, and
generates more than 75% of the national earnings from export
commodities. With an accelerated population growth in
Honduras, currently at a rate of 3.3% per year. the strain

upcon the nation’s productive food and agricultural resource
base is immense.

Recent studies show severe weakness in the public system of
agricultural education. The academic standard required for
this field of education is low. The agricultural education
sponsored by the public sector in Honduras is dispersed in
seven., isclated institutions with 1little coordination.
planning. or institutional organization. '

Therefore. Honduran agricultural production must be oriented
toward improved resource efficiency and product
diversification. Enhanced management of Honduras’ arable
land. watersheds and forests can only be accomplished by
making available training experiences of Zamorano-quality to
increasing numbers of Hondurans.

b. contributions o the Hond n_Endowment fo
Zamorano:
Zamcrano, a private institution, stays abreast of

contemporary research and methodologies in the tropical food
and agricultural systems. It may be the most responsive
agricultural education and training institution in the
region, certainly in Honduras. To maintain its leadership
role in adaptability of improved agricultural technology
for Honduras., Zamorano requires an immediate and annual.
expanded source of new funds.

From 1946 through 1987, 674 Hondurans have graduated from
Escuela Agricola Panamericana. This is double the number of
the next closest country, Costa Rica. The key constraint
to increased numbers of Honduran students who can qualify
for immediate entrance 1is poor preparation in the public
schools. The EAF, Honduran student drop-out rate during

7



schools. The EAP. Honduran student drop-out rate during
the first year, particularliy at the end of the first term,
is high due to the inadequate quulity of secondary education
received by many entering students. This problem results in
higher costs per student graduated, inefficient use of
available scholarship funds. and personal trauma to the
students. To reduce the number of early Honduran dropouts
due to academic failure, the EAP has proposod a 4-6 month
pre-matriculation, preparatory program for students who are
weak in the basic sciences as revealed by the EAP entrance
examination. S5cholarship and financial aid and support
must rise sharply and immediately, or this neaded talent
will become discocuraged and lost to the nation.

The Honduran Endowment will support "scholarships" in the
generic sense--all tools and methods needed to support a
wide range of students, of all ages, in formal and informal,
resident and nonresident, programs at the School.

Zamorano has provided increased educational opportunities
for women since 1984. The trustees will provide additional
incentives for women in the form of scholarships in all its
programs, formal and informal, as new funds permit. The
goal will be the promotion of a wide range of agricultural-
related, income-generating opportunities for Honduran women.

Zamorano will strengthen and expand its non-formal education
opportunities thronrgh use of facilities such as the WK
Kellogg Rural Development Center. The addition of the W.K.
Kellogg Center and its 80-bed dormitory, communication
center and classrooms adds a vital complement to the
traditional learn-by-doing, resident student curriculum.
Without diminishing the education and practical training for
young men and women, ages 17 to 21, the equally important
continuing or lifelong, adult-education needs of the Valley
and nation will be addressed. Zamorano will expand its
offerings of short courses and technical training for adults
from all sectors of the Honduras food and agricultural

system. including Ministry of Natural Resources exl.ension
workers.

In cooperation with the Ministry of Natural Rescources (MNR),
the Partners of the Americas, and other organizations,
Zamorano has trained many technicians, held dozens of short
course programs for campesinos and Department of Flant
crotection extension workers in integrated pest management
for corn and beans. Hundreds of field demonstrations have
been conducted in support of these activities.

Most of the future technicians trained at Zamorano will be
in need of full and part-time scholarships or grants-in-aid.
On occasion it may be possible for +their agencies or

8



organizations to provide some =subsidy. But, a heavy burden
will fall wupon Zamorano to underwrite the custs of expanded
programs. If substantial new scholarship funds are not
found promptly, Zamorano must reduce or abandon these short-
course offerings and special preparatory courses to devote
its limited resources to qualified young students from the
region. It’s simply a matter of realistic assignment of
faculty and support rescurces for optimum impact!

Zamorano works closely and consistently with all ministries
of the Honduras government to establish and maintain
programs within the framework of overall national
development plans and policies for achieving increased self-
reliance, especially in food production.

Directed through its Development Office. Zamorano will
convene its Honduran alumni to request support and backing
within their professional swecialties for the contemplated
short courses and outreach activities, beginning in 1988.
Zamorano graduates, living in three distinct Honduras
agricultural zones work with small farmers to increase their
production of vegetables. fruit. grains. fish, poultry and
livestock. They also help with the improvement of storage,
processing and marketing basic grains. These "agronomos"”

provide +training for the communities, introduce new
technologies., conduct field research with farmers. stressing
agroecology, reforestation and water management. They also

work with local schools in activities comparable to US-FFA
and 4H.

The addition of each new service requires months of planning
to assure that the proposed effort will be sustainable and
will backstop current programs, while building needed
technical capacity. This requires assignment of funds for
design, consultations with national and regiocnal expertise
(both public and private), enlistment of talented faculty
and proper integration with other resource commitments.

The Zamorano Development Office has presented the "case” for
scholarship assistance to a number of public and private
sources, world-wide. These include Zamorano graduates and
other private citizens. corporations, foundations.
governments, and international development agencies. As
fr'nds become available they will further extend chances for

a Zamorano education to both young and older people of
Honduras.

(A

2. Watershed degradation in the Yeguare Valley
a. The issue:

Twelve years ago, the long and arduous trip to Zamorano from
Tegucigalpa was transformed into a 30-minute drive on a

9



paved road. A sparsely peopled area has avolved into a
crowded, over-populated territory. Small communities have
grown into towns, with their demands for housing, land,
employment, and basic necessities which place alarming
stress unpon the Valley’s natural resources, The Yeguare
Valley is at ecolougical risk. The pcetable and irrigation
water supplies are in jeopardy, and are limiting factors to
future. manageable growth.

If immediate attention is not given t¢ ecological
degradation Zamorano could virtually be put out of business.
Current trends of ecological detericoration in the Valley
must be halted and reversed: critical water availatility
assured and expanded through every rpossible conservatior
measure. It is estimated that funds needed will be
substantial, approximately 325 million over +the next 10
years, with the largest expenditures being the Santa Ines
irrigation project and several dams and reservoirs on the
Yeguare River. One of these sites could inclucle a

hydroelectric plant which would provide for the electrical
power needs of the Valley.

b. The contributions of the Honduran Endowment for
Zamorano

Since its inception, the Zamorano trustees, administration
and faculty have remained committed to assisting rural
development for the Valley of the Yeguare River. Use of up
to 30% of annual income from the Honduran Endowment will
permit the purchase of endangered lands, and the expansion
of necessary environmental and conservational activities
beginning in 1990. Policies., programs. and plans will be
implemented with active involvement of the Yeguare Valley'’s
people to mutually control the resources which affect all
Valley residents. Zamorano does not wish to encroach into
areas which might be wrongly interpreted by the farmers who
have cultivated VYalley lands for generations. Zamorano
respects and encourages local, autonomous, independent
organizations within the Valley acknowledging that their
active participation is essential to the ecological
decisions which may affect the members’ lives.

Zamorano represents a significant pool of expertise. and
experience that can contribute to the processes of

effective rural development in the Valley, and ultimately in
the nation.

In 1985. the Government of Honduras and Zamorano signed an
agreement whereby the School accepted complete
responsibility for the operation of biolugical reserves
extending from the School's campus into +the hills of Mt.

10
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Uyuca. (Presidentlal Directive 211-85., October., 1985). The
size of these reserves can be expanded so that watersheods

may be maintained and flora and fauna native to Honduras
protected and studied.

During the annual, dry season, uncontrolled forest fires in
Honduras destroy potential forest products exceading $3.0
millicn. It is an especially serious problem in the Yeguare
Valley, in forests on private land that surround the School.

Zamorano students have planted more than 145.000 trees in
the Valley during the past three years. Over 75 new species
of trees have been planted, species which vary from drought
resistant, fast growing softwoods to a range of hardwoods.
With help from the Honduran Endowment, Zamorano will acquire
threatened forest and expand its reforestation program to

conserve critical rainfall and prevent further soil erosion
and destruction of the environment.

In an attempt to promote soil conservation and to improve
traditional agricultural techniques, Zamoranc has
established a program wherein students work directly with
neighboring farmers and their families in constructing
terraces and introducing new crops to improve the soil and
halt erosion. This provides excellent training for Zamorano
students. as well as demonstrating to farmers the advantages
of proper agricultural conservation/cultivation. The common
practice has been for farmers to burn and clear land. plant
directly onto the slopes without terracing. harvest for a
season or two, then move on to a new area to repeat. the
process once erosion has wiped-out the shallow topsoil.

Water-conserving, irrigation systems introduced at Zamorano.
form the laboratory for short courses serving local farmers.
Basic techniques, such as drip-irrigation and on-farm, water
management help conserve the amount of water used for Valley
irrigation purposes. The farmers who participated in the

courses have adapted the technologies appropriate to their
needs. .

In the past five years, Zamorano has dedicated sizeable
institutional funds to purchase underdeveloped land in the
Valley for conservation purposes. The $410,000 investment
has increased total land area to approximately 12.000
acres. In the hands of +the School. these newly acquired
parcels are being carefully developed. Large areas are
gradually being reforested, and watersheds properly managed.

These management practices have not been lost on local
residents.

These programs provide three major types of benefits: (1)
direct impact on Valley communities in areas of improved

11



technology for the long-term sustainability of existent
Valley agricultural systems and improved dietary status of
farm families: (2) producticn of educational materials for
use by both farmer audiences and agricultural technicians,
including development of short courses and seminars for
field personunel of & variety of public end private agencies;
and (3) enriched training for Zamorano students in working
directly with small local farmers.

As financial sources permit. Zamoranc hopes to emulate the
goals and program mnanagement of the Nature Conservancy
(United States) in its land acquisition of fragile lands to
Preserve natural diversity by protecting the scil, forest,
and water base supporting these lands.

At present, Honduras 13 not a partner in the Central
American collaborative network of the Nature Conservatory.
Much is to be gained from such a mutually beneficial
endeavor. Zamorano hopes to enlist North American private
resources to solutions of Honduras conservation problems.
Zamorano and the Yeguare River Valley can build a
conservation data center with biological inventory
equivalent to North American heritage programs. The
International Program of the Conservancy supported by its
members and supporters as well as conservationists across
the United States will be invited to join Zamorano’s
congservation efforts. Much of this international program
activity is supported by a major grant from the John D. &
Catherine T. MacArthur Foundation. The Conservancy
estimates that over the next 10 to 15 years roughly $75
million will be enlisted to develop its program in Latin
American. Zamorano hopes to develop its resources with the
efforts of the Conservancy to assure Honduras’ active and
equitable participation toward building a sound foundation

for conservation efforts while meeting food and fiber
production essentials.

»

The Zamorano Board of Trustees wishes to extend what
Zamorano has learned and practiced to the entire Valley.
Control and management of naticnal resources s&are in the
Honduran public interest., and consistent with mandatory
environmental conservation, including preventicn of scil
erosion, protection of water quality and quantity with due
regard to the needs of local commanities. To =nsure the
conservation and management of soil. water and forestry
resources Zamorano will use Honduran Endowment income to
promote sound environmental practices and to promote the
necessary training and infrastructure to ensure success.



3. Capitalization
a. The issue:

Zamorano would not exist were it not for the thrift and
foresight of its governing bwards, current and historic.

Since the original U.S. endowment was established for
Zamoranc in 1957 the Board of Trustees has shown
exceptional, prudent management of entruwsted funds. Even in
the years of scarce resources the Investment Committee. in
concert with +the Audit Committee, reinvested a sizesable
portion of annual endowment income to enhance the value of

the corpus. Thus. through 1988, financial net assets of
Zamorano have been maintained.

Endowment is herein defined as those funds which donors or
other external agencies have given to Zamorano stipulating,
under the terms of the gift instruments creating the funds.
that the principal of the fund is not expendable--that is,
it is to remain inviolate in perpetuity and is to be
invested for the purpose of producing present and future
income, which may be expended or added to principal.
Invested financial capital (endowment) must be measured in
units of the seme purchasing power. Inherent in this nction
of endowment is a requirement to provide the same volume

and quality of goods and services in the future as that
available currently.

b. The _contribution of the Honduran Endowment for
Zamorano

Consistent attention to sound capital maintenance sets
Zamorano above comparable educational and resarch
institutions, regionally and worldwide. Close scrutiny of
Zamorano's economic well-being and its performance has been
maintained by the Board of Trustees. In recent years they
have focused on enhancing Zamorano’s physical capital or
productive capacity. All potential income generating
opportunities consistent with educational responsibilities
are being explored. New areas of microenterprise for
departments and students are regularly considered and
measured for financial, sociological and political
consequences by the Board and Administration.

Endowment fostors independence. Nowhere else is the
Zamorano Board’'s constant dilemma of choice Dbetween
obligations to the present versus future constituencies
brought into sharper focus than in  its management of
endowment and other 1long-term invested funds. Endowment
enables Zamorano to offer new programs and services.

13



Responsibility for management of the Zamorano endowment
funds is under established Board of Trustee policy with
guidelines clearly understood by all members and the
administration. They are regularly reviewed.

The Zamorano Board of Trustees and Administration have
annually researched and solicited unrestricted gifts to
balance those for restricted projects and purposes,
Potential providers have been interviewed, cultivated, and
solicited for the past 30 years. It is a serious,
disciplined etfort. The Honduran Endowment is certain to
provide a much-needed endorsement of the special investment
potential of Zamorano, from public and private sources.
worldwide. This endorsement will be especially appealing to
the community of American donors. Beyond its financial
significance, the Endowment provides an invaluable '"seal of

approval” and commitment by the Government of Honduras and
its people.

The trustees of Escuela Agricola Panamericana in September
19€7, authorized cxpanded Development Office activity to
meet increased student, faculty, facility, and program

needs. Complementing the work of the Honduran development
program will be the addition of a US-based office and
professional staff. The U.S. office will concentrate on

broader, unrestricted giving, scholarship enhancement, a
five year faculty underwriting plan and a construction and
special-projects fund campaign. The Honduras staff will
concentrate on support through Zamorano alumni (2569 at the
end of 13887), Honduran private citizens, international
development agencies, regional private foundations. foreign

corporations operating in Honduras and Honduras corporations
and financial institutions.

i
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Proiject Outline

1.

[y}

The objectives of the Project are

(a) To establish and maintain &an endowment in
Honduras, from USAID/ESF sources. which will
provide EAP an assured supply of funds (1) to
cover EAP-related education costs for worthy
Hondurans. and (ii) for EAP programs/projects with
positive direct impact on water availability and

management of natural resources and agriculture
potential of Honduras.

() To assist and encourage EAP in its long-term
capitalization

Project jnputs will be up to 30 million Lps. drawn from
the Local Currency Special Account of ESF funds of the
Government of Honduras. These funds, to be made
available in three equal instaliments. will be used to
purchase general revenue bonds of the Government of
Honduras which will be transfered to a restricted
endowmeat fund managed by the Board of Trustees of EAF.

Matching Regquirement: The second and third
installments, and use of the interest on all three of
the installments. will be conditioned on EAF matching
each installment with 25% of funds from scurces other
than USAID or the Government of Honduras. of which

(a) at least one~half of the match must be an increas:

in capitalization of EAP’s U.S. dollar endowment,
and

(b) the remainder of the match may be cash or in-kind
contributions for EAP capital assets such as
buildings, land, equipment, and vehicles.

Project outputs will be

(a) By the year 2005, 48 million Lps. in interest from
the Honduran Endowment will have been made
available to meet the project cbjectives (while
the 30 million Lps. in Endowment capital remains
available for future earnings);

(b) By the year 1991, pursuant to the Honduran
Endowment matching requiremeant. EAFP will have
generated $3.750,000 in new funds, <of which
$1.875.000 will be for increase in EAF’s U.S.
dollar endowment and $1.875.000 will be for
acquisition of EAP capital assets.
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C. Details of Proposed Endowment

In the sections which follow, there 1is a discussion of the
proposed form, terms, and conditions for establishment and -
management by EAP of the Honduran Endowment. The project
description below has been agreed upon by EAP and the Ministry of
Finance and Public Credit, and is incorporated intc the draft
“"Memorandum of Understanding” which accompanies this Proposal.

1. Memorandum ¢of Understanding

The basic agreement establishing the relationships of the
interested parties and the terms and conditions of the Honduras
Endowment (“"Fondo Dotal Hondurefic") will be &a HMemorandum of
Understanding ("Memorando de Entendimiento") executed by the
Government of Honduras (the “Government™), the United States
Agency for Internaticnal Develoupment: (“USAID"), and the Escuela

Agricola Panamericana (“EAFP"), acting through 1its Board of
Trustees.

The Memorandum of Understanding format for a single tripartite
agreement was decided upon after consideration of alternative
forms and combinations of agreements. The Memorandum format is
convenient. and consistent with prior practice in Honduras for
formalizing USAID and Government o¢f Honduras understandings
concerning projects to be financed from local currency Economic
Stabilization and Recovery Program funds. (See. for example, the
Memorandum of Understanding dated February 8. 1985, between USAID
and the Ministry of Finance and Public Credit concerning the
Employment Generation Program.) Some consideration was
considering to having a separate “Implementation Agreement”
between the Government and EAP, that would incorporate the basic
terms and conditions of the Memorandum of Understanding, but the

Government and EAP concluded that this additional document would
be redundant.

The Government signatory to this Memorandum of Understanding
will be the the Minister of the Treasury and Public Credit. The
USAID signatory will be the USAID Mission Director for Honduras.
The EAP signatories will be the Chairman of the Board of Trustees
and the EAP Director. Since the Board of Directors of EAF will
be assuming specific fiduciary responsibilities, going beyond the
undertakings of the Administration of the agricultural school. it
is important that the Board of Trustees of EAP be a direct
signatory to the Memorandum of Understanding.

The effective date for the Memorandum of Understanding will be
the date when it is signed by the parties. It will remain in
effect for a period of eight years. The eight year term is meant
to cover the approximately three years required for the Endowment
installments and for EAP to meet the matching requirements (as
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described in Section 5, below), and then be 1in effect for an
additional five years.

The funding for the Endowment described in the Memorandum of

Understanding will come from the Local Currency Special Account
in the Central Bank of Honduras which is used for deposits cf
Lempiras in conjunction with the Government of Honduras's
Economic 5tabilization and Recovery Program II. This program is
supported by USAID through Project No. 522-0323 (Grant Agreement
19 June 1987, as amended 28 August 1987), which is annexed to
this Proposal as Addendum A. The first installment of 10 million
Lps. for the Honduran Endowment has already been programmed and
made available for the Economic and Stabilization and Recovery
Program I1 by USAID’s Project Implementation Letter No. 4., dated

November 26, 1987, which is annexed to this Proposal as Addendum
B.

Since the Project No. 522-0323 Agreement has been approved by
Legislative Decree, it is the view of EAP and the Ministry that a
further Legislative Decree is not required for the proposed
Memorandum of Understanding. It is also expected that future
Economic Stabilization agreements between USAID and the
Government of Honduras, which would be the basis for future

installments for the Endowment. will also be approved byl

Legislative Decree.

The Memorandum of Understanding will provide for a contribution
to the Endowment of 30 Million Lps., to be provided in three
equal installments ("desembolsos”), with an initial installment
of 10 million Lps. in 1988. There will be two subsequent
installments of 10 million Lps. each. subject to availability of
funds in the Local Currency Special Account and subject to EAF
compliance with conditions pirecedent to release of these
subsequent installments. (See Section 5., below.) Use by the
Government of its Local Currency Special Account funds for
financing the Endowment will be authorized by USAID by
Implementation Letters, as provided in Project 522-0323
Implementation Letter No. 4. (Addendum B)

”

2. Objectives

The general objectives which motivate the establishment of the
Endowment. and that will guide interpretation and implementation
of the provisions of the Memorandum of Understanding, are:

% To provide an assured source of funding to increase and
sustain the opportunities for worthy Hondurans to take

advantage of the educational opportunities available at
and through EAP;

% To provide an assured source of funding for programs by

i7

G Rk o



EAP whicis can have direct positive impact on water
availability and the management of forests and other

natural resources and agriculture potential of
Honduras;

T¢ aasist and encourage EAP in its efforts at long-term
cenitalization.

The foregeing objectives are to be accomplished through
financial means which are consistent with Honduras' program

of economic stabilization, as described more fully below in
Section 4 concerning investment norms.

In ouantitative terms, the Project will achieve the
following objectives:

(a) By the year 2005, 48 million Lps. in interest from
the Honduran Endowment will have been made
available to meet the project objectives
identified above; at the same time, the 30 million

Lps. in Endowment capital will remain available
for future earnings; and

(b) By the year 1991, pursuant to the mat.ching
requirements discussed below, EAP will have
generated $3,750,000 in new funds (in addition to
the Endowment capital and interest provided
directly through this project), of which
$1,875,000 will be for increase in EAP’s U.S.
dollar endowment and 31,875,000 will be for
acquistion of EAP capital assets.

3. Funding The Endowment

As described above in Section 1, the total amount of funds to be
made available in this Project for EAP’s Honduras Endowment
("Fondo Dotal Hondureno”) is 30 million Lps. The initial
installment is 10 million Lps in 1988. As soon as possible
after the Memorandum of Understanding is signed, USAID will send
an Implementation Letter to the Minister of Finance and Public
Credit and the President of the Central Bank of Honduras.
confirming that the Memorandum of Understanding establishes the

procedures for disbursement and management of EAF as described in
Project Implementation Letter No. 4 (Addendum B)

Promptly after the Memorandum of Understanding is signed. the
Trustees of EAP and the Central Bank of Honduras will negotiate a
portfolio of Government bonds, to be purchased from the initial
installment, which will yield the maximum possible return for the
Honduran Endowment and are otherwise consistent with the
portfolio management norms described below in Section 4.
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The second installment of 10 milliorn Lps. will be made available
to the Honduran Endowment when IAP has satisfied +the matching
requirement which is a condition precedent to the second
installment (see Section 5, below), and upon the availability to
the Government of Honduras of suftficient funds to make the second
installment of funds. The Government.’s disbursement of the
second installment will, 1like the first, be pursuant to
Inplementation Letter from USAID as a part of the Economic
Stabilization and Recovery Program.

If the Government does not have sufficient funds to furnish the
second installment when EAP has met the matching requirement, the
Government will make those funds available as socn afterwards as
possible. Similarly. if EAP has been unable to satisfy the
matching requirement as of the time that the Government has funds
available for the Endowment 1in the Government’s Local Currency
Special Account, then the Government will reserve those funds for
use by the Endowment for at least twelve months, and release them
to EAP when EAP satisfies the matching requirement. As with the
first installment, the Trustees of EAP and the Central Bank of

Honduras will negotiate a portfolic of Government Bonds for the
Endowment.

The procedures for EAP’s qualification for the third installment,
and the actions by the Government, USAID, and EAP, will be as
described above for the second installment

4. Management of the Endowment

The Honduran Endowment will be managed by the Board of Trustees
of EAP, who will accept the responsibility to ensure that the
capital of the Endowment that is provided from the Government of

Honduras is kept intact, and that this capital is invested in
accordance with the following norms: :

(a) The Honduran Endowment capital provided by the
Government ‘'will be invested only in general revenue
bonds of the Central Bank of Honduras:

(b) EAP will be entitled to use of +the income from the
investment of the Honduran Endowment capital, but

cannot touch the capital except for purposes of further
reinvestment;

(¢) During the term of the Memorandum of Understanding,
reinvestment of the Honduran capital into securities
other than Government bonds will be done only after
consultation with the Government of Honduras to ensure
that the proposed reinvestments are consistent with the
Government’s Economic Stabilization and Recovery
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progrim,

(d) When reinvestments are made, +the following investment
objectives must be balanced: .

% The lavestments should yield the maximum possible
return;

X The investments should have suffilcient liquidity
to ensure availability of funds when needed to
meet the program objectives of the Endowment; and

L3 The investments should be sufficiently secure to
avoid reduction in the Endowment capital.

As soon as possible after signing the Memorandum of
Understanding, the Board of Trustees will make arrangements with
a private bank or other suitable depository institution to hold
in escrow ("en deposito regular en custodia”) <“he Honduran
Endowment’s portfolio of investments and to receive Endowment
income and disburse that income to EAP in accordance with the
Memorandum of Understanding. The depository institution will be
selected by the Board of Trustees of EAP, after comparative
consideration of alternatives and in consultation with the
Government of Honduras. The depository institution will serve
in a custodial capacity, acting pursuant to instructions from the
Board of Trustees of ZAP. The arrangements with the depository
institution may be continued. or discontinued, in the discretion
of the Board of Trustees of EAP, after EAP has satisfied the
maiching requirements that are conditions precedent to EAP’'s use

of the interest income from the three Endowment installments.
(See Section 5, below.)

5. HMatching Requirement

As a condition precedent to the transfer of +the second
installment of funds for the Endowment., and as a condition
precedent to EAP making use of the interest on the Government
bonds obtained for the Honduras Endowment from the first
installment of funds, EAP must certify +to USAID and the
Government of Honduras (in a form acceptable to each) that EAP
has, since September 17, 1957, been able to match the initial
installment of 10 Lps., with 25% contributions of cash or in-kind
(or a total of 2,500,000 Lps., from sources other than the U.S.
Government. The GSeptember 17, 1987 date was established in
negotiations with the USAID/Honduras Mission Director.

Qualification of funds for purposes of +this matching requirement
is limited as follows:

L No less than one-half of EAP’s match (that 1is,
1,250,000 Lps and/or $US equivalent) must be in the
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form of additional capitallzation te the U.5. dollar
endowment of BEAP and/or the Honduran Endowment: and

* The balance of EAP’s match c¢an be contributicors rfor
capital assets for [FEAP, including buildings, land,
equipment, and vehicles (but nct for operating costs).

The restrictions on the nature of portfolio investments (Section
4, above) and restrictions on the use of income of the Honduran
Endowment (Section 6, below) will not apply to the capital that
has been cobtained as part of the matching regquirement

As condition precedent to the third installment of funds. and as
a condition precedent to EAP making use of the interest on the
Government bonds obtained for the Endowment from the second
installment of funds, EAP must certify to USAID and the
Government that it has, since it met the matching requirement for
the second installment, secured an equal amount of matching
contributions (that is, 25% of the amount of the second
installment), subject to the same limitations as above.

As a condition precedent to EAP making use of the interest on the
Government bonds obtained from the third installment of funds,
EAP must certify that it has, since it met the matching
requirement for the third installment, secured an equal amount of
matching contributions (that is, 25% of the amount of the third
installment), subject to the same limitations as above.

6. Restrictions On Use of Endowment Income

The use by EAP of the interest income which it receives from the
Honduran Endowment will be subject to the following restrictions:

* Up to 70% of the income received by EAP from the
Honduran Endowment, in any calendar year, will be used
to cover the costs of education provided at EAP to
worthy Hondurans; and

X The remainder of the Honduran Endowment income for that
year may be spent on (or reserved for) programs and
activities by EAP that can have direct positive impact
on water availabilityor on the management of forests or

other natural resources and agricultural potential of
Honduras.

7. Miscellapeous Provisions
The Memorandum of Understanding will contain necessary formal
provisions, including provision concerning dissolution. The

Endowment will be irrevocable and (as is common with endowments
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in Honduras) for an indefinite term. The Government. USAID. and
EAP will all disavow any intention or right to take unilateral
action to dissolve the Endowment or to use the Indowment assets
for purposes other than as described in +the Memorandum of
Understanding. If one or another party should bhe dissatisfied
with the performance of another party and should seek to dissolve

the Endowment, recourse may be had to the judicial system of
Honduras,

The Memorandum of Understanding will also make provision for
reports, audits, and notices to the parties as necessary for
carrying out the Project. The Memorandum of Understanding will
be prepared in both English and Spanish. In the event of
ambiguity or conflict between the two versions, the Spanish
language version will control.

[ o]
[



III. Financial Analysis

A. Current Iynancial Condition

As part of evaluating the current financial condition of EAP,
analy=sis of the financial statements of +the institution for the
past seven years (1981-1987) was undertaken.

Within the limited time alloted for financial analysis, annuai
financial =statements prepared by EAP’'s external auditors,
Mendieta y Asociados, member of Arthur Young, International, were
reviewed. (Drafts of the annual financial reports for EAP are
submitted by Mendieta y Asociados to Arthur Young, International,

in New York for review and approval before the reports are
released.)

A meeting was held with Mr. Ernesto Wainwright, the Mendieta y

Asociados partner who has audited the EAP for eight years. The
audit firm has issued an unqualified opinion for each of the
years mentioned. The information contained in the external

auditor’s reports for each of +the years mentioned above was
compared to figures presented by EAP for this Endowment proposal
to determine any inconsistencies.

In general, the two sets of documents are found to be consistent.
One difference is the manner of accounting for the value of
products produced and consumed at EAF:; these include food and
other products used in EAP programs. This is included in a note
addendum to the audit firm's financial statements. Through 1986,
the external auditors did not include the value of these products
as annual income +to EAP. Beginning 1987, the EAP Board of
Trustees and the external audit firm agreed to include the value

of products consumed as income in annual financial statements.
This was $538,000 for 1987.

The internal accounting of EAP included this value in income and
the amounts are included as income in the Endowment proposal
submitted by EAP. This allows a clearer representation of income
and expenditures. The value of these products is significant,
ranging from a low of $430.000 in 1984 to a high of $644,000 in
1986. EAP values these products at "market price” and justifies
its procedure on the basis that:

1. These products would have to be purchased from outside
vendors if they were not produced at EAP; and

2. The cost of production of the items is included in
EAP’s total expenses. '

On balance, EAP's accounting for consumption of its own products
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is not of material difference in financial analysin, relevant to
the proposed Endowment., It s pointed out here. since it does
constitute a difterence  wvhen comparing FAP's annual financial
statements to that of it's Endowment proposal.

B. Inflation Factors

In recent years, inflation has diminished EAP’s dollar Endowment
in real terms. In projecting the effect of the proposed Honduras
Endowment, it is difficult to find agreement among knowledgeable
authorities as to the actual rate of inflation currently
experienced in Honduras or that likely +to be experienced in the
near and long-term. If one considers primarily the items
purchased by a Honduran family of lower economic status, the rate
of inflation is lower than that for purchasers like Zamorano of a
much broader spectrum of goods and services. EAP officials feel
the rate of cost increase in items they must purchase is
significantly higher than the 5% inflation rate currently stated
by the Government of Honduras.

Given the rates of inflation that EAP is actually experiences
(10%--versus a 5% rate, generally attributed to Honduras) and the
relatively fixed rate of return on EAP’s existing endowment in
the United States, there is strong pressure on EAF to draw on
U.S. endowment principal to sustain program and general:
operations. To this must be added a paralle) pressure on EAP to
engage in program expansion to meet new demands, including the
need to provide educational opportunities to worthy Hondurans of
limited financial means.

In essence. additional sources of income -- to meet current costs
and to recapitalize for future needs -- are clearly needed.

The projections EAP has provided USAID and the Government of
Honduras outlining the 1likely benefits +that will result from
income from a L.30,000,000 Endowment in Honduras seem realistic,
and even conservative. It is estimated income will increase less
than 10% per year. Expenditures are projected to increase by 10%
annually, a combination of moderate growth and inflation.

C. Indirect Cost Recovery

EAP receives grants and contracts from a broad spectrum of
international sponsora for carefully chosen research projects.
Tlhiese are undertaken for mutually beneficial objectives to EAFP
and the sponsors. These projects utilize EAP resources other
than more easily identified direct costs, such as salaries,
supplies, and materials. There are associated indirect cousts
that EAP must recover in the future. EAP has attempted to
identify ail indirect <costs so that they can be equitably

24



E.

allocatod to users, bLoth within EAP and outside. The staff is
developing an indirect  cost stuady to  better distribute these
consts and thuzs avoid inceme Yoss to EAP.

Currently AP has grants snd contracts valaed at over $3,300,000.
Between 1085 and 1987, approximately $300,000 in indirect costs

were recovered from these sponsors. Unfortunately, indirect
costs have not always been included in special projects, and EAFP
has not fully recovered those expenses. A list of current

special projects is inclnded in Table A.

Growing research project activity will create an opportunity for
increased future income through full indirect cost recovery. EAF
will make every effort to negotiate future grants and contracts
which include full indirect costs to preserve resoarces,

D. Recapitalization

Several factors have depleted EAP’s capital base, primarily its
existing U.S5. dollar Endowment:

1. The rate of return from the U.5. endowment is
relatively fixed since the integrity of the corpus must
be protected through investment in secure instruments;

2. Steadily increasing annual operating costs are the main
reason EAP murt increase its capital base.

3. It 1s difficult for EAY (and similar organizations) to
obtain donations for endowment, particulariy when its
operations are not located in the United States. This
is true even though EAP is incorvorated in the U.S. and
qualifies under U.S. tax-exemption laws.

4. EAP has attempted to grow annually at a moderate
controlled rate while accommodating demands of its
“clientele” or publics.

Projections contained in the analysis in Section E show that the
U.S. endowment will be recapitalized from a 1987 value of
312,000,000 to about 320,000,000 by the year 2,000. It is
assumed for this analysis that EAP will continue to use
approximately $500.000 annually from U.S. endowment earnings.
This has been the practice authorized by the Beoard of Trustees.

EAP's U.S. endowment can be recapitalized as income from the new

Honduras Endowment becomes available. This will occur based upon
the following:

X The casn match EAP is required to raise under the
Honduras Endowment provisions will be added to the U.S.
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ondowment , resulting In  increased annual endowment
earnings, lfurther enhancing the corpus.

3'.

Income from the Honduran Endowment will fund some costs
now being covered by earnings from the U.S. endowment.
This wiil reduce the "Jdraw down" on the U.5. endowment,
permitting a disciplined, more rapid recapitalization.

* New sasources of funding are 1identified for the U.5.
endowment and/or to reduce the amount of "drawdown'
from the U.S5. endowment. Similarly, EAP will seek

greater indirect cost recovery from externally funded
research projects (Section C), thereby reducing the
drain on U.S. endowment income.,

E. Endowment Projections

The Honduras Endowment projections are set forth in Chart I.
These show that adhering to the strategy propos~d for income flow
from the Honduran Endowment, in addition to use and reinvestment
of annual income from the U.5. endowment, will achieve objectives
of the Government of Honduras, USAID, and EAP, including the
following:

1. Funds will be available for EAP +to cover costs of
additional, worthy Honduran students;

2. The Yeguare Valley nsztural rescurce management and
rural development program of EAP will be properly
funded;

3. EAP will achieve effective recapitalization to assure

effective, sustained operations; and

4. There will be a slight increase in annual operating
funds to support growth of EAP.

From projections presented, when returns from +the L. 30,000,000
investment are realized in 1289, there may be a slight surplus
from operations through the year 1999, If EAP is fortunate
enough to experience this, all possible savings should be
reinvested in the combined endowment funds (in the U.S. and in
Honduras) to make provision for future years that may be less
bright. Such "down-side" occurrences -- higher inflation than
projected, lower available interest rates than anticipated,
and/or devaluation -- could bring about this adverse situaticn.
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HEMORARDUM DE ENTENDIMIENTO

EL GOBIERNO DE HONDURAS
AGENCIA INTERNACIONAL PARA EL DESARROLLO DE LOS ESTADOS UNIDOS
Y
LA ESCUELA AGRICOLA PANAMERICANA. INC.

Para ¢l Establecimiento de cl Fstablecimiento de_un Fondo D¢ Fondo Doral Paga Educacién

Tegucigalpa, Honduras
de , 1988
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MEMORANDUM OF UNDERSTANDING
THE. GOVERNMENT OF HONDURAS
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
And
ESCUELA AGRICOLA PANAMERICANA, INC.

For the Establishment of an Educational Endowment

Administered By the Escuela Agricola_ Panamericana, Inc.

Tegucigalpa, Honduras
, 1988




HEMDRANDUM DE ENTENDIMIENTO

Se subscribe este Hemoréndum de
Entendimiento el dia________ del mes de _
___________ de 1788 «entre el Gobierno de

Honduras, la ~nrgencia Internacional para
el Desarrollo de los Estados Usidos
(USAID) y la Escuela Agricola
Panamericana, Inc. (EAP), una instituciodn
educativa, sin fines de lucro establecida
v regirstrada bajo las leves del Estado de
Dbelaware vy autorizada wmediante Decreto
Legislativo No.47 (1742) v enmiendas
subsecuentes para operar en Honduras una
escuela de adiestramiento aoricola vy
demas actividades afines. El proposito
de este Memordndus es especificar v
establecer un fondo dotal educativo (que
en adelante cte denominara “Fondo Dotal
Hondurefio") a ser adaeinistrado por la
Junta de Sindicos de la EAP. Al
sencionar a la EAP en este Memorindum de
Entendimiento <ce entiende ademss que
incluve a la Junta de Sindicos si no se
especifica claramente lo contrario.

ARTICULO I

Este Memorandum de Entendimientoc entrara
en vigencia en la fecha de la firma de
las partes v tendrad un periodo de ocho
ahos.

ARTICULO 11

Los objetivos de este Memorandua de
Entendimiento son los siguientes:

] Proporcionar v asequrar fuentes de
recursos que permitan a hondurenos
calificados beneficiarse con las

oportunidades de educacion que

MEMORANDUM OF UNDERSTANDING

This Hemor andum of
entered

....... !
Honduras, the

Understanding isa
into this  ________ day of
1988, by the Government of
United States Agency for
{nternational Development (USAID), and
the Escuela Agricola Pan-Americana. Inc.
(EAP), a U.5. non-profit corporation
organized under the laws of the State of
Delaware and authorized to operate an
agricultural training school and related
facilities in  Honduras bv virtue of

Legislative Decree No. 47 (1942), as
subsequently amended from time to time.
The purpose of this Memorandum is to

describe and establish &n educational
endowment {(referred to as the "Honduran
Endowaent”) to be administered bv the
Board of Trustees of EAF. References in
this Hemorandum of Understanding to "EAP"
is meant to include the PBoard ot Trustees
unless the context <clearlvy indicates
otherwise.

ARTICLE 1

s A - G o o — - . - ——— - ——-

This Mesorandum of Understanding will
become effective when it is signed by the
parties and will remain in effect for a
period of eight years.

ARTICLE Il

Objectives
The objectives of this Memorandum of
Understanding are:
¥ To provide an assured source of

tunding to enable worthy Hondurans
to take advantage ot the educationail
opportunities available at EAP:



ofrece la EAMP:

¢ Proporcionar vy asefurar fuentes de
financiamiento para los proaramas de
la EAP que dan un ympacto positaivo v
directa para el abastecimienty de

recurens hidricos,. el mane)o
adecuado de bosques vy otros recursos
naturzles, Y el desarrollo del

potencial agricola de Honduras; vy

¥ Ayudar vy inceativar a la EAP en su
programa de capitalizacidn a largo
plazo.

L0S objetivos arriba indicados 13

realizaran con medios financieros

compatibles con el Programa de

Estabilizacion v+ HRecuperacidn Econdmica
del Gobierna.

ARTICULO 11!
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El Fondo Dotal Hondurefio ze establecerd vy
sera mane)ado de acuerdo con la
Constitucion de leves de la Republica de
Honduras. Asimismo, se reconoce gque la
EAP es una organizacién que cuenta con
liberacion de impuestos bajo la Seccion
501 (¢) (3) vy demas disposiciones del
*Internal FRevenue Code® de los Estados
Unidos.

Por lo tanto, la EAP wsanejard el Fondo
Dotal Hondurefo dentro de las
disposiciones de su estado de institucian
exenta del pago de impuestos.

B. Capitalizacion

E]l Fondo Dotal Hondureno se capitalizard
con tondos donados por el Gobierno de
Honduras a la EAP como wuna donacion
condicionada especificamente para 1los
propositos del Fendo Dotal Hondurefio.
Los fondos necesarios para el
estableciniento del Fondo Dotal Hondurefio
se proporcionaran oe una Cuenta Especial
en el Bancto Central de Honduras que se

¥ To provide an assured source of
funding for programs bv EAF which
can have direct positive impact on

vater availability and the

management of foreets and other
natural resources and agricultural
potential of Honduras; ang

# To assist and encourage EAP in its
program of long-term capitalizacvion.

The foregoing objectives are to be
accomplished through financial means
which are cansistent with the
Government ‘s Economic OStabilization and
Recavery Frogran.

ARTICLE 111
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The Honduran Endownent will be
established and managed in accordance

with the Constitution and Jlaws of the .

Republic of Honduras. At the same time,
it is recognized that EAP is qualified as
a tax-exempt organization under Section
S01(c) (3) and related provisions of the
Internal Revenue Cade of the United
States. Accordinaly, EAP will amanage the
Honduran Endowment consistentlv with the
tax-exeampt status of EAP.

The Honduran Endowment will be
capitalized by funds granted bv the
Government of Honduras to EAP as a
conditional aift for the purposes of the
Honduran Endowsent. The initial funds to
be used to create the Honduran Endowment
will be taken from a Special Account 1n
the Central Bank of Honduras which 15
used for deposits of Lempiras in

2



utrliza para depdsitos en
conjuntamente con el
Eetabilizecron v fRecuperacidn Economica
del Lobierno de Honduras con 'a avuda de
la Mision de USAID wmediante el Provecto
No.S22-0323 (Acuerdo de Donacion del 19
de junio de 1987 y su enmienda del 28 de
agosto oe 1987). El primer desembolso de
10 millones de Lempiras para este Fondo
Dontal Hondureno ha sido va programado v
asignado por el Programa I1 de
Estabilizacion vy Recuperacion Econbwmica
pediante Carta de laplementacidn No. 4 de

Lempiras
Proarama [I de

fecha 26 de noviembre de 1987 firmada v
aceptada por USAID vy el Gobierno de
Honduras.

La donacion para EAP de los fondos para

el Fondo Dotal Hondurefio serd irresocable
y no reembolsable, suj)eto solamente a lag
condiciones esteblecidas en el Memordndum
de Entendimiento.

€. Administracion

El Fondo Dotal Hondurefio sera
administrado por la Junta de Sindicos de
la EAP gue acepta la responsabilidad para
asegurar cue el capital del Fondo Dotal
Hondureno, proporcionado wmediante una
donacion condicionada del Gobierno de
Honduras, se onantenga intacto v que sea

invertido de acuerdo cton las siguientes
normas:

i. El capital del Fondo Dotal Hondurefio
proparcionado como donacidn
tondicionada del Gobierno de
Honduras se invertird solamente en

valoree fiscales del Banco Central
de Honduras:

2. EAP queda autorizada
la renta gqenerada de la inversian
del capital del Fondo Dotal
Hondureno, pero el capital podra

para utilizar

tocar
nisSNO:

excepto para reinversion del

J. Durante el periodo de vigencia de
este Mesorinduam de Entendimiento, la
rernversion del capital hondurefio en

conrunction with the Government of
Honduras’ Economic stabilization  and
fecovery Proaras 11 which 15 zupported by
USAID through Project No. S22-0323 (Grant
hareement 19 June., 19B7, as amended 28
Auqust 1987). The first 1nstallment of
10 million Lps. for this Hoonduran
Endowment has already been programmed and
nade available for the Economic
Stabilization and Recoverv Program 11 bv
Froject Implementation Letter HNo. 4,
dated November 24, 1987, signed and
accepted by USAID and the Government of
Honduras.

The qrant to EAP of funds for the
Honduran Endowment wiill be irrevocable
and non-reinbursable, subject onlv to the
conditions contained 1n this Hemorandum
ot Understanding.

C. Mapagement

The Honduran Endowment will be managed bv
the Board of Trustees of EAF, who will
accept the responsibility to ensure that
the capital of the Honduran Endowment
which is provided through conoitional
arant from the Government of Honduras is
kept intact, and that this capical 13

tnvested i1n accordance with the following
norms:

1. The Honduran Endowment capital
provided through conditional arant
from the Government of Honduras will
be invested only in general revenue
Government bonds ot the Central Bank
of Honduras:

2. EAP will be entitled to use of the
income trom the investment ot the
Honduran Endowaent capital. but
cannot touch the tapital except for
purposes of further reinvestment:

ol
.

During the term of this Hemorandu@
of Understanding, reinvestment of
the Honduran capital into securities



valores fiscales que no
Gobierno podra realizaree solamente
luego de consultar con el Gobreraa
de  Honduras para asequrar que la
rexnversion propuesta estd en
consistencla dentro del Programa de

Estabilizacidn y Kecuperacidn
Econoaica;

span del

4. Cuando ze realicen reinverciones se
debera establecer un balance de los
siguientes objetivos:

¥ Las inversiones deberan generar
el naxiao posihble de intereses;

¥ Las inversiones deberan tener
cuficiente liguider que asegure
la disponibilidad de fondos
cuando sea necesario para
cusplir con los objetivos del
programa del Fondo [Dotal;

4 Las invercsiones deberdn ser
altamente aseguras para evitar
la reduccidn del capital del
Fondo Dotal.

ARTICULO IV
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A.  Operacion _del Fondo_Dotal
Tan pronto como sea

ejecucion de este
Entendimiento. la
los siguientes

posible luego de la

Meaorandum de
EAP debera cumplir con
requisitos previos a la

transterencia de fondos al Fondo Dotal
Hondureho:
$ Mediante resolucién forwal, la Junta

de birectores de la EAP se
convertiran en fiduciarios del Fondo

Dotal Hondurefo y aceptaran la
responsabilidad para la
admrinistracidn del Fondo Dotal
Hondureno de acuerdo a lo

establecido en este Memorindua de

other than bovernment bonde shall be
done onlv after consultation with
the Government of Honduras to ensure

that the proposed reinvestments are
consistent with the Government =
Economic Stabilization and Recoverv

Frogranm;

i. ¥hen reinvestments are made, the
following investment objectives must
be balanced:

¥ The investments should vield
the maxiaum possible returng

¥ The investments should have
sufficient liquidity to ensure
availability of fundg when
needed to meet the program
objectives of the Endowment:

¥ The investments should he
sufficientlv secure to avoid
reduction in the Endowment
capital.
ARTICLE IV

e - -
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As soon as possible after the execution
of this HMemorandum of Underetanding. and
as condition precedent to transfer of
any funds to the Honduran Endowment., EAP
will accomplish the followinag:

% By formal resolution, the Uoard of
Trustees of EAP will constitute
themselves as trustees for the
Honduran Endaowment, and will accept
responsibility for administration ot
the Honduran Endowment as provided
in this Memorandum of Understanding;
and



tntendimiento; o

Ge realizarén los arreqlos
necetarios con un banco privado u
otra nstitucion para wmantener en
deposito reqular en custodia las
inversianes del Fondo Dotal
Honduredo, recibir los intereses del
Fondo Tlotal y desembolsar estas
rentas a la EAP de acuerdo con este
Memorandua de Entendimiento. La
institucion depositaria serad
seleccionada por la Junta de
Directores de 1la EAP considerando
vari1as alternativas v consultas can
el Gobierno de Honduras. La
institucion depositaria servird como

custodio solamente y actuard
netamente bajo instrucciones
especificas de la Junta de

Directores de la EAP.

- e = T - . St o T . -~ -
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{a) El desesbolso iniciai en 1988
sera de 10 millones de
Leapiras. Este desembolso se
ejecutara inmediatamente luego
de la firma de este Memorandum
de Entendioiento. USAID
enviara una Carta de
Ieplecentacion al Ministro de
Fipnanzas v Crégito Publico v al
Presidente del Eanco Central de
Honduras contirmando que esta
Memorandum de Entendimiento
establece los procedinientos

para el deseabolso '
adainistracion del “Fondo Dotal
de la Escuela Agricola

Fanamericana (lamorano)"* de
acuerdo a lo establecido en la
Carta No. 4 de Implenentacion
de Proyvecto de fecha 26 de
novieabre de 1987. AID
Programa No. 522-90323.
Frograsa Il de Estabilizacidn y
Recuperacion Economica.

{b} Insediatasente despues de ser

Arrangements will bLe aade
pravate bank or vther
depository

with a
surtable
institution to hold in
escrow ("en depnsito  reagular en
custodia”) the Honduran Endowment s
portfolio of investments and to
receive Endowment incone and
digburse that 1incame to EAP  1p
accordance with this Hemorandum of
Understanding. The depository
institution will bhe selected bv the
Board of Trustees of EAF, after
comparative consideration of
alternatives and in consultation
with the OGovernment of Honduras.
The depository institution will
serve in a custodial or non-
discretionary capacity, acting
pursuant to instructions from the
Board of Trustees of EAP.

P R A T TR b

(a) The initial installment in 19BB
will be 10 million Lps.
Promptlv after this Nemoranuunm
of Understanding is signed,
USAID will send an
Iaplementation Letter to the
Minister of Finance and Public
Credit and the President of the
Central Bank of Honduras,
confirming that this Hemorandum
of Understanding establishes
the procedures for disbursement
and manapement of the "Fan-

American  Agricultural School
‘lamarano) Endowment Fund" as
described in Project

Isplementation Letter No. 4,
Noveamber 24, 1987, AID Prooram
No. 522-0322, Economic
Stabilization and Recoverv
Prograa 11.

{b) Promptly after this Rareement

I



(a)

(b)

{c)

firmado eote ficuerdo. los
sienhros de la Junta e
Lirectores de la Enl v miembros
del Bancc Leatral de Honduras
neqoclaran unea cartera de
ialores fiscales a ser
ubtenmidos con los  fondos oel
primer desembolso. Estos bonos
deberen tener el mazimo posible
de i1nterezs para la 1nversiodn
del capital del Fondo Dotal
Hondureho v deberdn cumplir con
las normas establecidas para la
ageministracion de esta cartera
(Articulo 1I1.0).

Segundo Desembolco:

£l segundo desembolso de 10

aillones de Lempiras 5@
acreditara al Fondo Dotal
Hondurefio cuando la EAP

satisfacga 108 requerimientos de
aportacion de acuerdo a lo
establecido en el Articulo VYV v
sujeto a la disponihilidad de
fondos del Gobierno de Honduras
de acuerdo con los
procedimientos aguil
establecidos para el oprimer
deseabolso. Cuando 1la EAP
corunique que ha cumplido con
loe requerimientos de
aportacion para el segundo
desembolso debera comunicar a
USAID v al Gobierno en forma
ca.isfactoria para las dos
partes.

Si el Gobierno no cuenta con
fondos suficientes para
proporcionar el segundo
desembolso cuando la EAP hava
llenado su requerimiento de
apartacion, el Gobierno
sroporclonara los fondos tan
pronto como le sea posible.

5§ la EAP no ha cumplido con su
requistto de aportacion para el
sequndo desembolso cuando el
Gobierno son disponibles los
fondos., los MiSMmoS seran
reservados por el Gobierno para

~
L

(&)

{b)

(c)

15 sagned, the Trustees of [AP
and the Central Bank of
Hondur as will neqotiate a
portfolio of Government bonds,

to be purchased from the
initial 1nstallment, which will
vield the maximum possible
return for the Hondur an
Endowment and are otherwise
consistent with the portfolio
management norus (Article

IT1.Ci.

pAR-ENEE B A TR R e R

The =zecond installment of 10
nillion Lps. will be aade

available to the Honduran
Endowment upon EAP's
satisfaction of the matching
requiremnent which is a
condition precedent to the

second installment {(Article VI,
and upon the avaslabilitv to
the Government of Honduras of
zufficient funds 1in accordance
with procedures described above

for the first installment.
When EAF has satisfied the
matching requirement for the

second installment, it shall
advise USAID and the Government
in a form saticfactory to each.

If the Government does not have
sufficient funds available to
furnish the zecond installment
when EAP has net the matching
requirement, the Government
will make those funds available
as soon afterwards as possible.

[f EAF has not
satisfy the matching
requirement for the second
installment when the Government
funds become available, the
Government will reserve those
funds for wuse bv the Honduran

been able to

-



cer utilizados en el Tondo
Dotal Hondureno por un periodo
de por lo wmenos doce aeses
despueés de  su  disponibilidad
por partue del hhobiterno
desemboleard tan pronto como la
EAP cumpla con su reauerimiento
de aportacion,

(d) Cuando la EAP hava cumplido con
su requlsito de aportacion v el
Gobierno de Honduras tenga

disponible losg fondos
ezpecificados, los miembros de
la Junta de Sindicos v

funcionarios del Banco Central
neqociaran una cartera ge
valores fiscales para el Fondo
Dotal Hondurefo de acuerdn a lo
establecido para el primer
deseabolso.

3. Tercer [esembolso

Los oprocedisientos y requisitos que
deberda llenar 1la E£AP para obtener este
tercer desembolso de 10 aillones de
Leapiras, vy las acciones por parte del
Gobiernoc de Honduras. USAID, vy EAP serén
coro las especificadas para el segundo
desesbol so.

ARTICULO_Y
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Previo a3 la transferencia del sequndo
deseabolso ge los tondos para el Fondo
Dotal y antes oe que !la EAP pueoa
utilizar los 1ngresos obtenidos de la

Engowment for ot lpast twelve
months after they vecome
avallable 1o the Government,
ang release them to EAP when
EnP zatinfres the wmatching
reguiremsnt,

td) When EAFP has satisfied the
matching regquirement and the
Government of Honduras has the
requisite funds available, the
Trustees of EAF and the Central
Bank of Honduras will negotiate
a portfolio of Government bonds
for the Honduran Endowment as
described above for the first
installment.

3. The_Third Installment

The procedures for EAP's quaiification
for the third installment of 10 million
Lps.. and the actions bv the Governament
of Honduras, USAID, and EAP, wnill be as
described above tor the second
installment.

ARTICLE Y
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- e e i T e e S e G e e e S e e WS e e 0 -

Frior to the transfer of the second
itnstallment of funds for the Endowment,
ang prior to EAF wmaking use of the
interest on the securities obtained for



fpypreion el praioer desemholso  de
tondou. 1a LAk debera certybicar en furma
sattsfactorra o USAHID + 4l Gobierno de
Hondurasz, que la LAP desde ol 1/ de
septicmore de 1987 ha loarado aportar al
desemboleo 1nmicial de 10 millones de
Leaprras un  25% de contribuciones on
efectivo, 1insumos o sea un fLotal de
24500,000 Lempiras de fuentes que no
provennan del Gobierno de los Estados
cuyas limttaciones 5@ establecen a
continuacidn:

' No nenos de la nitad de la
aportacion de la EAP fes decir,
1.250,000 en Lempiras v/a su
equivalente en dblares) 5@
capitalizardn en forma adicional al
fondo dotal en dolares de la EAP v/o
el Fondo Dotal Hondurefro; v

* El balance de la aportacion de la
EAP puede wutilizar la EAP para
activos tijos incluyendo

construccion de edificios, compra de
terrenos, equipo, vehiculos (pero
ningun otro gasto de operacionl,

7ehe aclararse que mientras el incremento
de 1a capitalizacion de la EAP con fondos
de la aportacion antes 1ndicada es parte
igportante de este Hemoranduam de
Entendimiento, las restricciones para la
cartera de inverc=ion (Articulo 111} v las
restricciones para la utilizacion de los
ingresos obtenidos del Fondo [Dotal
Hondureno (Articulo V1) no se aplicardn a

la capital obtenida para el requisito de
aportacion.

B. FRequisito____de____Aportacion_ __coeo
Candicion_____ Frevia____al____Tercer
Deseabolso__y Utilizacion__de_los

Previo a la transferencia del tercer
desemnbolso de fondos para el Fondo Dotal
y previo a que la EAP pueda utilizar los
ingresos qenerados de la inversion del
sequndo desembolse de +ondos del Fondo
Dotal Honcureno., la EAP debera certificar
satisfactorranente tanto a USAID como al

the  Honduran [Lndowment  from the first
tnastallment of funds. LAP must certiév to
USATD and the Goverament of Honduras, in
a form satistactorvy to each, that EAP
has, «i1nce September 17, 1967. been able
to match the 1nitial installment ot 10
million Lps. with 23% contributions of
cash or n-kind, or a total of 2,500,000
Lps., from sources other thanp the U.S.
Government, limited as follows:

L No less than one-half of EAP’'s match
{that is, 1,250,000 in Lps. andsor
tUS equivalent) will be 1n the form
of additional <capitalization to the
U.S5. dollar endowment of EAP and/or
the Honduran Endowment:; anc

* The balance of EAP'z match can be
contributions for capital assets for
EAP, including buildings, land,
equipment, and vehicles (but not for
operating costs).

It should be noted that while the
additions to EAP’'s capitalization secured
for the nmatching reguirement described
above are an iaportant part of this
Yemorandum of Understanding, the
restrictions on the nature of portfolio
investments (Article 1IN and the
restrictions on use of income of the
Honduran Endoweent (Article VI) shall not

apply to the capital secured for the
satching requirenent,

B. Matching_ _Regquirement_ _As__Condition

PPN PR R e R R R R il
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Frior to the transfer of the third
installment of tunds for the Endowment,
ang prior to EAP makina use of the
interest on the securities obtained for
the Honduran Endowment from the second
installment of funads, EAP must certify
to USAID and the Government of Honduras,

8
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Gobrerno de  Hondur as que ha cuaplido con

los requisitos de aportacion para el
seqgundo desembolso abtenrendo  fondos
equivalentes wl UL del valor del sequpdo
desembol so v ademas sujeto a4 las mismas
limttaciones antes establecidas.

C. Condiciones Previas a la Utilizacion

B S o R e

Dezembolso

Previo & que la EAP  pueda wutilizar
1ngrecos generados de la inversion del
tercer desemnbolso de los fondos del Fando
Dotal Hondureno, la EAP deberd certificar
satisfactoriamentr tanto a USAID rctomo al
Gobierno de Honduras aque ha cumplido con
el requisito de aportacion para el tercer
desembolso obteniendo fondos equivalentes
sl 257 del valor del tercer desembolso v
adenas :zujeto a4 las amismeas limitaciones
antes establecidas.

ARTICULO V!
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El uco por parte de la EAP de losingresos
generavo: de la inversion de los fondos
del Fonda Dotal Hondurefio estara sujeto a
las siguientes restricciones:

& Se wutalizara hasta un 70/ de las
rentas obtenidas en cualquier adlo
talendario de la inversion del Fondo
Dotal Hondureho calendario para
cubrir los costos de educacion en la
EAP a hondurenos califivados: v

¥ El balance de los 1ngresos obtenidos
de la 1inversion del Fondo Dotal
Hondureno sera utilizado (o
reservado para) programas Y
actividades mediante los cuales la
EAP pueda obtener un 1mpacto
positivo en la disponibilidad de
recursos hidricos o en a@anejo
adecuado de basques v otros recursos
naturales orientados al potencial
agricola dge Honduras.

in oo foram natisfxctory to evach, that 1t
hag. 51NnCe 1t met Lthe
requirement for the  second snstallment,
secured  Jan vqual amount of matching
contributions (that 15, 25% uf the amount
of the second 1nstallment), subject to
the same limitations,

matching

C. Conditions_ _Precedent __To_ _ Use _of

Prior to EAP making use of the interest
on the securities obtained for the
Honduran Endowment trom the third
installment of funds. EAP must certify to
USAID and the Government of Honduras, in
3 form satisfactorvy to each, that it has,
cince i1t met the matching reguirement for
the third installment, secured an equal
amount of matching contributions (that
is, 257 of the amount of the third
installment), subject to the same
limitations.

1

e e e S e e R e e S e e o e a--
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The wuse by EAF of the interest 1ncone
which it receives from the Honduran
Endaonment will be subject to the
following restrictions:

¥ Up to 70%Z of the income received bv
EAP from the Honduran Endowment., in
any calendar vear, will be used to
cover the costs of education
provided at EAP tp worthy Hondurans:

and

¢ The remainder of the Honduran
Endawment income for that year may
be spent on ior reserved for)
programs and activities bv EAP that

can have direct positive impact on
nater availability or on the
nanagement of forests or other
natural resources and agricultural
potential of Honduras.



ARTICULD VI

£l Fondo Dotal Hondurern cterd
irrevocable vy con un termino indefinido.
Las tres opartes que subscriben este
Hemorandum de Entendimiento renuncian
cualquier intencion o derecho de llevar a
cabo una dizolucion unilateral del Fondo
lotal Hondurefio establecido mediante erste
Acuerdo. En caso de que una o mas partes
consideren Justificado y necesario la
disolucion de este Acuerdo, el wunico
organismo capacitado para esaitir una
resolucion sera el poder judicial de
Honduras quien determinard }la validez de
una disolucion dentro de las leves
vigente en Honduras.

vil

DISSOLUTION

The Honduran Endowment is intended to be
irrevocable and for an indefinite teram.
The three parties to this Memorandum of
Understanding disavow any intention or
Endovwment created by this
Agreement. Should one or more parties
canclude that dissclution is either
warranted or desired, recourse mavy be had
only to the judicial =ystem of Honduras
for a determination that the proposed
dissolution is appropriate under the laws
of Honduras.

the Honduran

10



Con disculpas a nuestros lectores en
del apéndice no ge¢ han traducido.
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Proyecto No,

ADDENDUM A

522-0323 A.1.D, Project No., 522-0323
BPC: LESA-87-35%522-¥031
*APP: 72-1171037
PA: +522-87-021
RSCTLKO: E701957

CONVENIO DE PROYECTO
PROJECT AGREEMENT

ENTRE
BETWEEN

LA REPUBLTICA DE HONDURAS
THE REPUBLIC OF HONDURAS

AND

LOS ESTADOS UNIDOS DE AMERICA
THE UNITED STATES OF AMERICA

PARA
FOR

PROGRAMA DE ESTABILIZACION Y RECUPERACION ECONOMICA II
ECONOMIC STABILIZATION AND RECOVERY PROGRAM I1

Tegucigalpa, Houduras
19 de junio de 1987



CONVENTO DF TN ACTON
Proprasa de ForaviiTeadcTn y
Pecuperncibna Yconbalcen T1
Programa de la A.1.D. No. 522-0323

Fecha: 19 de junto de 1987 .
Entre

El Coblerno de le RepGblica de
Honduras ("Ionatario™)

y

El Gobierno de los Estados Unidos
de Anfrica, actuando a través

de 1a agencia para el Desarrollo
Internacional ("A.I1.D.")

ARTICULO 1
LA ASISTENCIA

La A.1.D., de conformidad con la Seccibn
531 del Acta de Asistencia al Exterior de
1961, y sus enmiendas, conviene en donar
al Goblerno de Honduras (GdeH), bajo los
térrinos de este Convenio una cantidad
que no exceda de SESENTA Y CINCO MILLONES
DE DOLARES ESTADOUNIDENSES
(US$65,000,000) para asistencia sl
prograza, en apoyo al prcgram: de
recuperacibn y estabilizacibn econbdumica
del Goblerno de Honduras (la
“"Asistencia™).

Esce Convenio proporciona apoyo
finsnclero para un programa econbuico del
Gded cuva ejecucidn elevars el nivel de
ingresos y empleo que pueda ser sostenido
en Honduras.

ARTICULO 11
CONDICIONES PREVIAS AL DESEMBOLSO
DE 1A A.I1.D.

Seccibn 2.1, Condiciones Previas

A menos que sea de otra msnera acordado
por escrito, la A.1.D. hard los
desenbolscs de la Asistencla después de
que el Donatario cumpla lo siguiente:

CPANT AGRFFMENT
" Bcononic TTabITTZa(Ton and
Recovery Vrogram T1
A.1.D. Frogram No., 522-0323 -

Date: June 19, 1987
o
Between

The Governmentc of the
Republic of Honduras
("Grantee™)

and

The Governument of the
Unfted States of Aweri{ca,
acting through the Agency for

International Development
("AlIID.")

ARTICLE I
THE ASSISTANCE

A.1.D., pursuant to Section 531 of the
Foreign Assistance Act of 1961, as
amended, agrees to grant to the
Governwent of Honduras (GOH) under the
terms of this Agreement an amount not
to exceed SIXTY-FIVE MILLION UNITED
STATES DOLLARS (U.S.365,000,000) for
program assistance Iin support of the
Government of Honduras' econouic
recovery and stabilization program
(the "Ass{stance”).

This Agreement provides financial
support for a GOH economic program
wvhose implementation will raise .the
level of income and employment that
can be sustained In Ronduras.

ARTICLE II
CONDITIONS PRECEDENT TO
DISBURSEMENT BY A.I.D.

Section 2.1 Condicions Precedent

Unless otherwise agreed in writing,
A.1.D., will make the disbursements of
the Assistance upon the Grantee's
satisfaction of the following:

' .t“
-~
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a. Pricer Decembolnn,  Previo al
deovrahoine de 1ow primeros $30,000,000 de
la Asf{stencia o a8 la emisibn por parte dé
la A.1.D., de documentacibn de
conformicad a la cual se realizard el
desemboleo, el Donacario deberh, excepto
lo que las Partes de otra manera
acordaren por escrito, suministrar a la
A.I.D., en forma y substancia
satisfactorias a la A.I.D., lo sigulente:

(1) Un dictamen de un asesor
Juridico aceptable a la A.1.D, de que
este Cenvenio ha gldo debidamente
autorizado y/o rati{ficacdo por, y en
noabre del Donatario, de conformidad con
las leyes de la Repltblica de Honduras, y
que constituye una obligascibn valida y
legalwence exigi{ble del Donatario de
conforzidad con todos sus términos.

(2) Una declaracibn de los nombres
de las personas que ocupan o que estén
encargadas de los despachos del Donatario
especificados en la Seccibn 5.6 y de
" cualesquier representante adicional,

Junto a una muestra de la firms de cada
persona especificada en dicha declaracibn,

(3) Evidencia de que el Donatario
ha cumplido con las metas del programa
monetario para el 30 de junio de 1987,
segln se especifica en la carta enviada
por el Presidente Azcona al Embajador
- Briggs el 7 de mayc de 1987.

(4) . Evidencia de que el Donatario
ha cumplido substancialmente con el
calendario de acciones especificadas,
para ser terminadas 21 15 de julio de
1987, de conformidad con lo establecido
en los Anexos 2 y 3 de la carta enviada
pot el Presidente Azcona al Embajador
Briggs el 7 de mayo de 1987,

(5) Evidencia de que el Donatario
ha desarrollado un sistema de seguimiento
y un plan de contingencias diseflado para
asegurar y wonitorear el cumplimiento de
la meca del déficit fiscal del GdeH.

‘ Page 2 of 12 fo

a, First Disbursement. Prior to the
disbursement of the first $30,000;000
of the Assietance or to the {sauance
by A.1.D., of documentation pursuant to
which such disbursement will be made,
the Grantece shall, except as the
Parties may otherwise agree in
writing, furnish to A.I.D., in form
and substance satisfactory to A.1.D.,
the following:

(1) An opinion of counsel
acceptile to A.I.D. that this
Agreement has been duly authorized
and/or ratified by, and on behalf of
the Greatee, {n accordance wich the
laws of un~ ‘epublic of Honduras, and
that f: constit:res a valid and
legally ut=zding obligation of the
Giante~ ‘a : ::vdance with all its
terws

(2) X =mt.. ment of the name of
the per«i¢m noldssg or acting 1in the
office -V ke .ancee specified 1in
Section 5.6 7+ of any &dditional
represent. -“ves, together with a
spe~imen .1gnature of each person
specified in guch statement,

"(3) Bvidence that the Crantee
has complied with the goals of the
monetary program for June 30, 1987 as
specified in President Azcona's letter
of May 7, 1987 to Ambassador Briggs.

(4) Evidence that the Grantee
has substantially complied with the
calendar of actions specified to be
completed by July 15, 1987 as set
forth in Annexes 2 and 3 to President
Azcona's letter of May 7, 1987 to
Ambassador Briggs.

(5) Evidence that the Grantee
has developed a tracking system and
contingency plan designed to ensure
and wonitor compliance with the GOH
fiscal deficit target.
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(6) FEvidencia de que el Donatario
ha cocpletado un escudio y hecho
recomendacioney para me jorar lous

procedizicenctos relacionados con el manejo
y discribucibn de divisas,

(7) Evidencia de que el Donatario
ha establecicdo la Cuenta separada para
fondos de Donacibn en dblares en una
{nscitucidbn financiera aceptabie a la
A.1.D., tal como se describe en la
Seccibn 3,1 de este Convenio, y que ha
enviado una carta, en forma y substancia
satisfacctorias a la A,I.D., describiendo
el mecani{szo por medio del cual serén
desexzbolsalos los fondos de la Cuenta,

El zecanismo de desembolso deber& incluir
requerizientos para que la documentacibn
de apovo permita el monitoreo de
desezbolsos y requerimientos para los
faforzes periddicos a la A.I.D. sobre los
desexzbolsos de la cue~ta.

b, Segundo Desembolso

Previo al desembolso de los segundos
$30,000,000 de la Asistencia ¢ a la
emisibn, por parte de la A.I.D., de
docuzencacibn de conformidad a la cual
serdn hechos dichos los desembolsos, el
Donacario debers, excepto lo que las
Partes cde otra wanera acordaren por
escrito, sucministrar a la A.I.D., en
forma y substancia sati{sfactorias a la
A.I.D., lo siguience:

(1) 'Evidencia de que el Donatario
ha cusoplido con los objecivos del
programa oonetario para el 30 de
septiembre de 1987, segfin lo especificado
en la carca enviada por el Presidence

Azcona al Ezbajador Briggs el 7 de mayo
de 1987,

(2) Evidencia de que el Donatario
ha cumplidy substancialmence con el
calendario de acciones especificados,
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(6) ' Evidence that the Grantee
has completed a study and made
recommendations to {mprove the

procedures relating to foreign
exchange management anc allocation,

(7) Evidence that the Crantee
has established the Separate Account
for dollar Grant funds in a financial
inscitution acceptable to A,I,D, as
described in Section 3.1 of this
Agreement, and that {t hag furnished a
letter, in form and substance
satisfaccory to A.I1.D., describing the
wmechanism by which funds will be
disbursed from the Account. The
disbursement mechanism should include
requirements for supporting
documentaction that will permit
wonitoring of disbursements and
requirements for periodic reports to
A.1.D. on disbursements from the
account.

b. Second Disbursement

Prior to the disbursement of the
second $30,000,000 of the Assistance
or to the issuance by A.I.D. of
documentation pursuant to which
disbursement will be made, the Grantee
shall, except as the Parties may
otherwise agree in wricing, furnish to
A.1.D., in form and substance
satisfactory to A.I.D., the following:

(1) Evidence that the Grantee
has complied with the objectives of
the monetary progran for September 30,
1987 as specified in President
Azcona's letter of May 7, 1987 to
Ambassador Briggs.

(2) Evidence that the Grantee
has substantially complied with the
calendar of actions specified to be
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para ser completadas el 15 de octubre de
1987, segln lo manifestnado en lcs Anexos
2y 3 de la carta enviada por el
Prevwidente Azcona al Lobajador EBriggs el
7 de wayo de 1987,

(3) Evidencia de que el Donatario
ha cumplido substancialmente con los
requer{cientoy para la atribucibn de
{fcportaciones elegibles que tengan su
fuente y origen en los Estados Unidos a
desembolsos de dblares estadounidenses
hechos bajo el Programa de Servicios para
la Estabilizacibn Econbmica (522-0283),

c. Tercer Desenbolso

Previo al tercer desembolso de
US$¢5,000,000 de la Asistencia, o a la
erisidn, por parte de la A.I.D., de
docucencacibn de conformidad a la cual
serd hecho dicho desembolso, el Donatario
deberd, excepto lo que las Partes de otra
zanera acordaren por escrito, suministrar
a la A.1.D. en forma y substancia
satisfactorias a la A,I.D., lo sigulente:

(1) Evidencia de que el Donatario
ha cucplido con las metas del programa
monetario para el 30 de diclembre de
1987, de conformidad con lo establecido
en la carta enviada por el Presidente
Azcona al Ezbajador Briggs el 7 de mayo
de 1987, tasada en las proyecciones
hechas a mediados de diciembre de 1987,

(2) Evidencia de que el Donmatario
ha cuzmplido substancialmente con €l
calendario de acciones especificados para
ser complecadas el 15 de diciembre de
1987, de coanformidad con lo establecido
en los Anexos 2 y 3 de la carta enviada
por el Presidente Azcona al Embajador
Briggs el 7 de mayo de 1987,

(3) Evidencia de que se ha logrado
un progresdo satisfactorio en la
fuplementacidn del Programa Econbmico del
GdeH para 15987 contenido en la carca

Page 4 of 12

completed by October 15, 1987 as wet
forth in Annexes 2 and 3 to Presidenc
Azcona's letter of May 7, 1987 to
Ambassador Briggs,

(3) Evidence that the Crantee
has substancially complied with the
requirements for attributing eligible
fmports of U.S. source and orf{gin to
U.S. dollar disbursements made under
the Economic Stabilizacion Facility
Program (522-0283).

C. Third Disbursement

Prior to the third disbursement of
US$5,000,000 of the Assistance, or to
the {ssuance by A.I.D. of
documentation pursuant to which such
disbursement will be made, the
Grantee, except as the Parties may
otherwise agree in writing, shall
furoish to A.I1.D. in form and
substance sacisfactory to A.I.D. the
following:

(1) Evidence that the Grantee
has complied with the goals of the
monetary program for December 30, 1987
as specified in President Azcona's
letter of May 7, 1987 to Ambassador
Briggs based on projections made in
nid-December of 1987,

(2) Evidence that the Grancee
has substantially complied with the
calendar of actions specified to be
completed by December 15, 1987 as set
forth in Annexes 2 and 3 to President

Azcona's letter of May 7, 1987 to
Ambassador Briggs.

(3) Evidence that satisfactory
progress has taken place in
implementing the GCOH 1987 Economic

- Program contained in President
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enviada por el Presidente Azcona 41
Fabajador Briggs el 7 de mayo de 1987,
basada en una revisibn general del
progreso logrado en la realizacibn de las
wetas & través de todo el ailo.

(4) Evidencia de que se ha logrado
un progreso substancial en la ejecucidn
de las acciones planificacas en el plan
del GdeY para mejorar el funclonamiento
de la Unidad de Control de Precios en el
Banco Central.

(5) Un reporte del estado de las
acclones llevadas a cabo y planificadas
para acencder las recomendaciones del
esctudio, referidas en la Seccidn
2.1,a.(6) para pe jorar el manejo de
divisas y rézimen de pago.

Seccibn 2.2. Notificacibn

Cuando la A.I.D, haya determinado que las
Condiciones Previas especificadas en la
Seccibn 2.1 han sido cumplidas, la A.I.D.
lo notificard {nmediatamence al Donatario.
Seccidn 2.3 Fechas de Terminacibn para
las Condicilones Previas

la A.I.D., a su opcibn, podrs dar por
terzinado el presente Convenlo,
nocificindolo por escrito al Donatario,
sl las Condiciones Previas especificadas
para los desembolsos no han sido

cumpl {das de conformidad con el siguiente
horario o a mis tardar en las fechas que
la A.1.D. de otra manera acordare por
escrito:

a. Pricer Desembolso

Dentro de los noventa (90) dias a partir
de la fecha de este Convenio.

b. Segundo Desewmbolso

Dentro de los ciento ochenta (180) dlas a
partir de la fecha de este Convenio.
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Azcona's letter of May 7, 1987 to
Ambassador Briggs bawed on an overall
review of progress wmade {n reaching
goals throughout the year,

(4) PBvidence that substantial
progress has been made on
fimplementation of the planned actions
in the GOH plan for improving the
functioning of the Price Checking Unit
in the Central Bank.

(5) A status report on accions
taken and planned to address study
recommendations referred to in Section
2.1.a.(6) above for improving
management of the foreign exchange and
payments regime.

Section 2.2, Notification

When A.I.D., has determined that the
Conditions Precedent specified in
Section 2.1 have been met, A.I.D.
promptly notify the Grantee,
Section 2.3, Terminal Dates for
Condictions Precedents

A.1.D., at its optlon, may terminate
this Agreeament by written notice to
the Grantee if Conditions Precedent
specified for the disbursemencs have
not been met in accordance with the
following schedule or such later dates

as A.I.D. wmay othervise agree in
writing:

a. First Disbursement

Within ninety (90) days from the date
of this Agreeament.

b. Second Disbursement

Within one hundred and eighty (180)
days from the date of this Agreemenc.

\\ /
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C. Tercer Deapmboluo

Dentro de los doscicncos setenta (270)

dfas a partix de la fecha de este
Couvenio,

ARTICULO ITI
DESEMBOLSO AL DONATARIO

Seccibn 3,1, Depbsito en Cuentas
Separadas

El Donatario, a través de su agente
financiero, el Banco Central de Honduras,
establecerd una Cuenta Separada en una
inscicucidbn financiera de los Estados
Unidcs, en la cual la A.I.D. deposicara
la Asiscencia después de satisfechas las
Condiciomes escablecidas en el Articulo
Il y una vez que la A.I.D. haya recibido
una solicitud de desembolso por escrito
del Donatario. Los fondos depositados en
esta Cuenta no pueden ser mezclados con
ocros fondos del Donatario.

Seccidn 3.2. Uso de los Fondos

lLos fondos depositados por la A.I.D. en
la Cuenta Separada, segln se describe en
la Seccibn 3.1, y cualquier interés
generado por dichos foados, estarén
disponibles para el Donatario previo al
desezbolso de dicha Cuenta, con el
propbsito de fortalecer la posicibn de
reserva de Honduras, lo mismo que octras
cuentas en moneda extranjera del GdeH.

lLos desembolsos de fondos de la Cuenta
Separada, Incluvendo los intereses
generados por dichos fondos, deber&n ser
. efectuados por el Donatario, de
conforreidad con los procedimientos
escablecidos en la Seccidn 2.1l.a.(7)
ancerior, para los siguiences propbsitos;
(1) importacidn de materia prima de los
Escades Unidos, bilenes capitales
{ncercedios, y plezas de repuestos para
el sector privado Honduredo; y (2)
fnportacidn de productos y derivados del

pecrbleo de los Estados Unidos, Venezuela
o México,
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. Third Disbursement

Within two hundred and seventy (270)
days from the date of this Agreemenc.

ARTICLE 111
DISBURSEMENT TO THE GRANTEE
Section 3.1,

Deposit in Separate
"Account

The Grantee, through its financial
agent, the Central Bank of Honduras,
will establish a Separate Account in a
financial inscitucion in the Un{iced
States in which A.I.D. will deposit
the Assistance upon satisfaccion of
the condicions set forth in Arcicle I1I
herein and upon receipt by A.I.D. of a
wrictten request for disbursement by
the Grantee, Funds deposited {n this
Account may not be commingled wich
other funds of the Grantee.

Section 3.2. Use of Funds

Funds deposited by A.I.D. into the
Separate Account as described in
Section 3.1 herein, and any interest
generated by such funds, shall be
available to the Grantee prior to
disbursement from such Account, for
the purpose of strengthening Honduras'
reserve position, the same as other
foreign exchange accounts owned by the
GOH.

Disbursement of funds from the
Separate Account, including interest
generated by such’ funds, shall be made
by the Grantee in accordance with the
procedures established pursuant to
Section 2.1.a.(7) above, for the
following purposes; (1) importation
from the United States of raw
materials, and intermediate capital
goods, and spare parts for the
Honduran private sector; and (2)
{mportation from the tnited States,
Venezuela, or Mexico of petroleum
products and derivatives.

W |
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Low fondas depoanttados en eata Cuenta no
podran ser usadon para f{nonclar
requis{tas wmilitares, paramilitares de
nirguna clase, Incluyendo la compra de
productos o servicios para tales
propbsicos.

Yeccibn 3.3. Fecha de Dewembolao

Los desecbolsos de la A.1.D. seridn
efectuado en la fecha en que los réditos
de la Donacibn sean desembolsados por la

A.1.D. de conformidad con la Seccibn 3.1
anterior.

Seccibn 3.4, TFecha de Terminacibn para

la Solicitudes de Desembolso

A excepcibn de lo que la A.1.D. de otra
manera acordare por escrito, la fecha de
tercinaci{ba para las solicitudes de
desexzbolso bajo este Coanvenio ser& ocho
meses a partir de la fecha de este
Convenlo. En el caso de que el
desenbolso de 1la Donacibn no haya sido
solicitada para esa fecha, o en una fecha
posterjor que la A.I.D. conviniera por
escrito, la A.I.D., a su eleccibn, podrh
terminar este Convenio nocificdndolo por
escrito al Donatario.

ARTICULO IV
ESTIPULACIONES GENERALES

A e#cepcibn de lo que las Partes de otra

, forz=a acordaren por escrito, el Donatario

pov este cedio conviene que:

a. Depositar8 en la Cuenta Especial
establecida en el 'Banco Cencral de
Honduras para este Programa, al momentco
de cada desexbolso de dblares bajo este
Convenio, el equivalente en leapiras de
dicho desexzholso. El equivalente en
leapiras de cada desembolso de dblares
sard calculado utilizando la tasa de
cazbic w&s alta, que, al momento del
desexbolso de cblares, no sea ilegal en
Honduras.
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Fundn deposited frco this Accounc may
not be used for financing wmilfitary,
paranmilitary, or police requirements
of any kind, fIncluding the procurement
of commodities or services for such
purposes,

Section 3.3. Date of Disbursement

Disbursement by A.I1.D. will be deemed
to occur on the date on which the
proceeds of the Grant are disbursed by
A.I.D. pursuant to Section 3,1 above.

Section 3.4, Terminal Date for

Requescing Disbursements

Except as A.I1.D. may otherwise agree
in wricing, the terminal date for
requesting disbursements under this
Agreement will be eight months from
the date of the signing of this
Agreement, In the event that
disbursement of the Grant has not been
requested by that date, 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 Grantee,

ARTICLE IV
SPECIAL COVENANTS

Except as the Parties may otherwise

agree to in writing, the Grancee
hereby covenants that it will:

a, Deposit into the Special Account
in the Central Bank of Honduras
established for this Program, at the
time of each dollar disbursement under
this Agreezent, the Lempira equivalent
of each such disbursement, The
Lempira equivalent of each dollar
disbursement will be calculated by
using the highest rate of exchange
which, on the date of the dollar
disbursement, is not unlawful in
Honduras,
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Fecos fondos en tewplvan serfio uiflizados
para propheftoa de desarrollo que serdn
descriton en detalle a través de un
fotercamhio wabsignlente de cartas entre

las Partes.  Su uso eatard dividido por
fpual (50 por clento/50 por clento) encre
las aceividades del sector pGhlico y del
gector privado y otras actividades no
gubercamentales,

b. Consultari regularmente con la
A.1.D. a fin de revisar el progreso hacia
el logro de lus objetivos econbmicos para
los cuales la ejecucibn del Programa
Econbzlco del GdeH estd diseflado y para
el cual este Programa de la A.1.D. ha
sido dlseflado para apoyar.

ARTICULO V
MISCELANEOS

Secciba 5.1, TImpuestos y Honorarios

Este Convenio y la cancidad de la

Donacibn bajo el mismo estarsd libre de
cualesquier {mpuestos u honorarios

lopuestos bajo cualquier ley en efecto, o
que se haga efectiva durante el término
de este Convenio, dentro de Honduras,

Seccidbn 5.2. Cartas de Ejecucibn del
Provecto

Para asiscir al Donatario en la ejecucibn
de este Convenio, la A.I.D.,
oportunamence, emicird Cartas de
Ejecucidn de Proyecto que proporcionarén
inforzacidn sobre asuntos establecidos en
este Convenio.

Seccibn 5.3. Reportes, Reeistros,
Inspeccicnes, Audictorias

El Donatario:

a, Proporcionara a la A.I.D., en forea
y subs:ancia sacisfactorias a la A.I.D.
la {nformacidn y reportes relacionados
con este Convenio y sus Anexos segln lo
Gue 1la A.I.D. razonablemente pudiera
solicitar.
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Thewe lempira funds wil]l be used for
development purposes wvhich will be
described {n detatl through a
subsequent exchange of lettern between
the Partiew, Thelr use will be
divided equally (50 percenct/50
percent) betwcen public sector
activities and private sector and
other non-governmencal activities,

b. Consult with A.I.D. on a regular
basis tc review progress towards
acihfeving the economic performance
objectives which the implementation of
the GOH Fconomic Program {s designed
to achieve and which this A.I.D.
Program is designed to supporc.

ARTICLE V
MISCELLANED'S

Section 5.1 Taxaiion and Fees

This Agreement and the amount of the
Grant hereunder shall be free from any
taxation or fees imposed uander any
laws in effect, or which may become
effective during the term of this
Agreement, within Honduras.

Section 5.2. Project Implementation
lecters

To assist the Grantee in the
fmplemenctation of this Agreement,
A.I.D., from time to time, will issue.
Project Tmplementation Letters that
vil)l furnish addicional information
about matters stated in this Agreement.

Section 5. 3. Reports, Records,

Inspections, Audic

The Grantee will:

a. Furnish to A.I.D., in form and
substance satisfacctory cto A.I.D., such
information and reporcts relating to

this Agreement and its Annexes as
A.1.D. may reasonably request.
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L, Maatendrh o velard porgue se
zantenea, de conformtdad con lon
princisiow vy proceican contableny
coustscentemente aplicadan y generalmence
acepcadas, librog, reglotrow, y
docunentacibn de apovo necesartia y
adecuada para asegurar, sin lialte, ol
cunplizienco de este Convenlo, Taley
1{bros y reglatros swerdn suditaing
regularzeate, de conforwldad coo ton
estindares de auditorla generaluente
dceptados, y serén warncenidos por tres
aflos después de la fecha del Gltiwmo
desexsbnlso de la A.1.D. Este requisito
de mantener los 1{bros, repistros, y
documetacibn de apovo adecuada segln lo
necesario, se aplica tanto a los
desenbolsos en dblares hechos bajo este
Coanveni{o, como a los depbsitos en maneda
local hechos de conformidad con este
coavenio,

c. Brindard a los representates
autorizados de la A.I.D. la oportunidad,
en cualquier zomento oportuno, de
inspeccionar los libros, registros, y
octra docuzentacibn relacionada con este
Convenio y el uso de los desembolsos en
dblares y los depbsitos en moneda local
hechos de coaformidad con este Coanvenlio.

Seccibn 5.4 Rederbsito de Fondos

S{ cualquier {ondo en dblares
proporcionado bajo este Coanvenio o fondos
en moneda local depositados de
conformidad cou este Coanvenio son usados
para propbsitos no permicidos bajo esce
Convenio, el Donatario redepositar®
dentro de 60 dlas después de haber
recibido la nocificacida de la A.I.D. de
tal uso no permicido, una cancidad
equivalence de fcndos ya sea en una
Cuenza Separada de dblares, o en una
Cuenta Especial en woneda local, seglin

sea aplicedble, a ser usada de conformidad
con los térzinos de este Convenio.
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b, Mafntafin or cause tao he
mafntained, In accordance with
generally accepted account ing
principley and practfces cons{stently
applied, books, records, and
underlying documentation as necessary
and sdequate to assure, without
limitacion, compliance wicth this
Agreement, Such books and records
will be audited regularly, in
accordance with generally accepted
auditing standardis, and will be
maintained for three years after the
date of last disbursement by A.I.D.
This requirement to maintain adequate
books, records, and underlying
documentacion as necessary applies to
both dollar disbursements made under
this Agreexment and to local currency
deposits made pursuant to this
agreement.

c. Af ford authorized representatives
of A.I.D. the opporctunity at all
reasonable times to Inspect the books,
records, and other documentation
relating to this Agreement and the use
of both dollar disbursements and local
currency deposits made pursuant to
this Agreement.

Section 5.4, Redeposit of Funds

1f any dollar funds provided under
this Agreement or local currency funds
deposited pursuanc to this Agreement
are used for purposes not permictted
under the Agreement, the Gran-<ee will
redeposit, within 60 days after
receiving noctice by A.I.D. of such
{mpermissible use, an equivalent
amount of funds {n either the dollar
Separate Account or the local currency
Special Account, as applicable, to be
used in accordance wicth the terms of
this Agreement.
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Seccibn 5.5 GComunicncionen

Cualqutier uociflcacibn, solictitud,
documencto, u octra corunicacidn
suninfscrada por cualquiera de las Parces
a la otra bajo escte Convenlo se hard por
¢scrito o por telegrama, cable, o
radlograca, y se considerard como
debidanence deapachada o enviada cuando
dea entregzada a dicha Parte en la
siguiente direcciba:

Para el Donatario:

Ministerio de Hacicnda y

Crédita PGhlico
Tegucigalpa, D.C.
Honduras, C.A.

Direccibr alterna para cables:

HACTIENDA
Tegucigalpa, Honduras

Para la A.I.D.:

Ageacia para el Desarrollo
Internacional (A.I,D.)

c/o Exbajada de los Estados Unidos

Tegucigalpa, D.C.

Honduras, C.A.

Direcclbn alterna para cables:

USAID/Honduras
AMEMZASSY
Tegucigalpa, DN.C.
Honduras, C.A.

Todas estas coamunicaciones ser&én en
Inzlés, a oenos que las Parctes
coavinieren de otra manera por escrito,
las direcciones anteriores podrin ser
sustituidas por otras mediante
noctificacidn.

Seccidn 5.6 Representantes

Para todos los propbsitos relacionados
con el presence Convenio, el Donatario
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Sectinn 9.5. Commun‘cationn

Any notice, request, document, or

other communitatioa wubmitted by

cither Party to the octher under this ¥
Agreement will be in writing or by

telegram, cable, or radiogram, and

will be deemend duly given or senc

when delivered to such Party at the e
following addresses:

To the Grantee:

Min{stry of Finance :

and Public Credic v
Tegucigalpa, D.C.
Honduras, C.A.

Alternate Address for cables:

HACIENDA
Tegucigalpa, Honduras

To A.I.D.:

Agency for Internacional

Developuent (A.I.D.)
c/o United States Embassy

Tegucigalpa, D.C.
Honduras, C.A.

Alternative Address for Cables:

USAID/HONDURAS
AMEMBASSY
Tegucigalpa, D.C.
Honduras, C.A.

'All such communications will be in

English, unless the Parties otherwise

~agree in writing., Other sddresses may

be substituted for the above upon L &
giving notice.

Seccion 5.6, levresentatives

For all purposes relevant to this
Agreevmenc, the Grancee will be
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verd representado por ia persona que
ocupe 0 eutlé encargada foterinamente
del Pespacho del Miafatro de Haclenda y
Crédito vOblico, ¥ 1a A.1.D. serh
representada por la persnna que osupe o
estl encargada Interinamente de la
Offcina del Director de la Mis1bn de la
A.T.D. en Honduras, cada uno de los
cuales podrd designar representantes
adicionaies., ULos ncabres de los
representantes del Donatarlo, con
muestras de firmas, serdn suministrados
a la A,1.D., la que podrh aceptar como
debidamente autorizado cualquier
fnstrusento firmado por tales ,
representantes en la ejecucidn del
presente Convenio, hasta que reciba
notiflcacidn escrita de la revocacibn
de autoridad.

Seccibn 5,7. Idfioma del Convenilo

Este Convenio est§ preparado en inglés

y en espafiol. Encaso de amblguedad
entre las dos versiones, prevalecerd la
versidon en el {dioma Inglés,

EN FE DE LO CUAL, el Goblerno de la
Repiblica de Honduras y los Estados
Unidos de Anérica, cada cual actuando a
través de sus representantes
debidszente autorizados, celebran y
entregan el presente Convenio en el dia
y aflo indicados al principio del wmiswmo.
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repreaented by the {ndividual holding or

acting 1n the position of MIinfater of
Finance and Public Credft, and A.1.D,

will be represented by the person holding

or acting in the cffice of the hirector

of the USAID Mission in Honduras, each of

whom may designate add{tional
representati{ves, The names of the
representatives of the CGrantee, with

specimen signatures, will be provided to

A.1.D,, which may accept as duly

authorized any instrument signed by such
representatives in {oplementation of this

Agreement, until receipt of written

notice of revocation of their authority.

Section 5.7,

Language of the Aereemenc

Thi{s Agreement 1is prepared in both
Spanish and ¥nglish. 1In the event of
ambiguity or conflict between the two
versions, the English langunge version
will control.

IN WITNFESS WHEREOF, the Government of the

Republic of Honduras and the Government
of the United States of America, each
scting through 1ts duly authorized
representative, have caused this

Agreement to be signed in their names and

delivered as of the date and year first
above written.
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REPUBLTCA DE HONDURAS

)

056 S{mbn Azcona Hoyo
Pres 1denLc Const{tucional de la
RepGblica

CrédiCO Pﬁbliya

//////

/%r Pineda
Presidewte
Banco Central de Honduras
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UNITED STATES OF AMFRICA

(05

Fverect E}y EBftpps
Ambasgdadgr

NV

e

g

John A, Sanbrailo
Mission Director
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RESCILTNO: A702397

AMOUNT: $15,000,000, 00

ENMIENDA DE CONVENTO DE PROYECTO NO. 1
PROJECT AGREEMENT AMENDMENT NO. 1

ENTRRE
BETWEEN

LA REPUBLICA DE HONDURAS
TEE REPUBLIC OF HONDURAS

LOS ESTADOS UNIDOS DE AMERICA
THE UNITED STATES OF AMERICA

PARA
FOR

PROGRAMA DE ESTABILIZACION Y RECUPERACION ECONOMICA II
ECONOMIC STABILIZATION AND RECOVERY PROGRAM II

Tegucigalpa, Hoanduras
28 de agosto de 1987
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Progeamn de 1a AT, D No. 522-0321
Propgrama de Batubilfizactdn y
Recuperacidn FeonButea 11

Famfenda de Convenio No. 1

Fata Enmlenda de Convenio No. 1,
fechadag § de hgosto de 1987, entre la
RepOblica de Nonduras (el "Donatarfo”) vy
lon Estados Inidon de Anérica, actuando
a través de la Agencia para el
Nesarrnllo Internacional ("A.T.D"),
enmienda el Convenin de Donacidn fechado
19 de junto de 1987 y designado como
Programa de la A, I.D. No. 522-0323 entre
el Donatario y la A.I.D. (en lo
sucesivo, segOn 1o enmendado, Jdenominado
el "Convenio"”) como sigue:

(1) E1 Artfculo 1, “la Asistencia”
se enmienda borrando "SESENTA Y CINCO
MILLONES DE DOLARES ESTADOUNIDENSES
(US365,000,000)" y sustituyendo en su
lugar "OCHENTA MILLONES DE DOLARES
ESTADOUNIDENSES (U$$80,000,000)".

(2) La cantidad de "US$5,000,000"
se suprime en el primer pirrafo de ia
Seccidn 2.1.c y se sustituye con la
cantidad de "US$20,000,000".

Exceptuande lo aquf enmendado, el
Convenio, tal como ha sido enmendado,
permanece en pleno vigor y efecto.

EN FE DE LO CUAL, ei Donatario y la
A.I.D,, cada cual actuando a través de
su respectivo representante autorizado,
celebran y entregan el presente Convenio
en el dla y affo indicados al principio
del mismo.

REPUBLICA DE HONDURAS

~ S w-~h~1,59g;l<\\
/  Efr

Girdn—

cﬂ’jzﬁzéls e Hacfenda y
- Crédito POblico

A.T.D, Program No. 522-0323
Feconomic Stabilization and
Recovery Program 17

Amendatoty Agreement No, 1

Thie Amendatciy Apreement No, 1, dated
August 2 g, 1987 between the Republic of
Honduras (the "Grantee”) and the Unlred
States of America, acting through the
Agency for Tnternational Development
("A.I.D,"), amends the Grant Agreement
dated June 19, 1987 and designated
A.1.D. Program No, 522-0323 between the
Grantee and A.T.D. (hereinafter, as so
amended, the "Agreement”) as follows:

(1) Article 1 "The Assistence™, 1s
amended by deleting "SIXTY FIVE MILLION
UNITED STATES DOLLARS (US$65,000,000)"
and substituting in lleu thereof "EIGHTY
MILLION UNITED STATES DOLLARS
(us$80,000,000)",

(2) The amount of “US$5,000,000" is
deleted in the first paragraph of
Section 2.1.c and the amount of
"Us$20,000,000" {s substituted therefor.

Except as herein amended, the
Agreement, as amended, remains in full
force and effect.

IN WITNESS WHEREOF, the Grantee and
A.1.D., each acting through 1ts
respective duly authorized
representatives, have caused this
Amendatory Agreement to be signed in
their names and delivered as of the day
and year first above written.

UNITED STATES OF AMERICA

Vo,

Carl H. Leonakd
Acting Mission Director
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AGLHCY FORINTERUAHONAL DEVLLOPMENT
URIEED STATLS OF AMIRICA AID MISSION 10O ONDURAS
AMERICAN EMIBASSY "
LGUCIGALPA, HONDURAS

NOV £ ¢ 1987

Excelentisimo

FEfrafn Bu Givdn

Ministro de Hacienda y
Crlfdito Pablico

Tegucipalpa, D.C.

Lic. Gonzalo Carias Plneda
Presidente

Banco Central de Honduras
Tegucigalpa, D.C.

Programa de¢ la A.I.D, No, 522~0323
Programa de Estabilizacidn y
Recuperacidon Lconbmica 11

Carta de Ejccucibn No. 4

Estinados Sefiores:

Seglin el Convenio del 19 de Junio de
1987 del Programa de Estabilizacién y
Recuperacifn Econdmlica II el Gobierno de
los Estados Unidos, a través de la
Agencia para el Desarrollo Internacional
(A.1.D.), ha desembolsado un total de
Us$ 30,000,000 (TREINTA MILLONES DE
DOLARES ESTADOUNIDENSES) en fondos de
Donaci16a, de conformldad con las

condiclones y términos establecidos por
el Convenio.

Conforze al entendimiento del Programa,
(Articulo IV, Seccibn a. del Convenio)
exactarmante L60,000,000 (SESENTA
MILLONES DE LEMPIRAS) han sido
depositados en la Cuenta Especial del
Programa para ser programades

. conjuntamente para apoyar programas de
desarrollo en Honduras.

El propb6sito de esta carta es registrar

" el acuverdo mutuo de las Partes sobre el
uso de estos 160,000,000,

Como se especifica en el Convenio de
Prograzma, fondos de la Cuenta Especial
has sido igualmente divididos (cincuenta
porciento/cincuenta porciento) entre las
actividades del sector piblico y el
sector privado/otras actividades
rspeclales no gubernamentales.

His Ixcellency
Fl{rain Bu Glrdn
Minister of Flanauce and

Public Credit
Tegucigalpa, D.C,

Lic. Gonzalo Carfas Pineda
Presideant '
Central Bank of Honduras
Tegucigaipa, D.C,

A.1.L. Program No, 522-0223
Economic Stabilization and
Recovery Program II
Inplementation Letter No, 4

Dear Sirs:

Per the Agrecment of June 19, 1987 of
the Economic Stabilization and Recovery
Program II the Government of the united
States, through the Agency for
International Developuent (A.I,D.), has
disbursed a total of US$30,000,000
(THIRTY MILLION UNITED STATES DOLLARS)
in Grant funds, in accordance with the
conditions and terms established by the
Agrcement.

Per the understanding of the Program,
(Article IV, Section a. of the
Agreement) exactly L60,000,000 (SIXTY
MILLION LEMPIRAS) have been deposited in
the Program Special Account for joliat
programming to support development
programs in Honduras.

The purpose of this letter is to record

.the mutual agreecment of the Parties on

the use of these L60,000,000,

As specified In the Program Agreement,
Special Account funds have been divided
equally (fifty percent/fifty percent)
brtween public sector activities and
private sector/other non-goveranmental
special activities.



documentactfn adfctfonal del programa
para realizar revisiones floancleras,
segln lo consfdere necesario,

En resumen esta CE programa y hace
dispouible las sipuientes cantidades
pata usos del Sector Phblico:

Fondos Rotatorios: L1,400,000

Contraparves para IFIs: 112,423,700
Apoyo Presupucstario

del GdeH: 116,176,300
Subtotal de Actividades

del Sector Pablico: L30,000,000

II. SECTOR PRIVADO Y ACTIVIDADES
ESPECIALES

A. Usos del Sector Privado

1. Fondo de Apoyo a la
Iniciativa Privada. La CE No. 2 del
Prcgrama de Recuperacidn Econdmica
(522~0230) establecid un mecanismo por
el cual las Partes, después de un
andlisis iniclal por parte de la A.I.D.
y de un periodo de revisidn por parte
del Ministerio de Hacienda y Crédito
Piblico, podria financiar proyectos de
desarrollo llevados a cabo por
organizaciones privadas voluntarias
(OPV) trabajando a través de Honduras.
El Programa del Fondo de Apoyo a la
Iniciativa Privada que fué continuado
bajo los Servicios de Estabilizacidn
Econémica (522~0283), ha sido altamente
exitoso al permitir al GdeH y la A,I.D.

~ usar la capacidad de alcance de las OPVs

para extender los servicios a un
significante nimero de sectores en la
sociedad hondurefia. El Programa ha
financiado actividades en el sector de
la pequeila empresa, produccidn agricola
y conservacidn de suelos, sector de
serviclos educativos tales como
capacitacidn vocacional y gerencial y
fomento a la exportacidn. .

El Programa del Fondo de Apoyo a la
Infciativa Privada continuari siendo
financiado a través del Programa de

In gummary this PIL programs and makes
available the following amounts for
Public Scctor uses:

Rotating Fundg: 11,400,000
Counterpart for IFIs: 112,423,700
GOH Budget Support: L16,176, 300
Subtotal of Public Sector

Activities: 130,000,000

I1, PRIVATE SECTOR AND SPECIAL
ACTIVITIES

A. Private Sector Uses

1. Private Initiative Support
Fund. PIL No. 2 of the Economic
Recovery Program (522-0230) established
a mechanism by which the Parties, after
an initial analysis by A.I.D. and a
review period by the Ministry of Finance
and Public Credit, could finance
development projects carried out by
private voluntary organizations (PVOs)
working throughout Honduras. The
Private Initiative Support Fund Program
which was continued under the Economic
Stabilization Facility (522~0283), has
been hfghly successful in permitting the
GOH and A.I.D. to use the outreach
capacity of PV0Os to extend services to a
significant number of sectors in
Honduran society, The program has
financed activities in the small
business sector, agricultural production
and soll conservation, the educational
services sector such as vocational and

management training, and export
promotion.,

The Private Initiative Suppport Fund
Program will continue to be financed
through the Economic Stabilization and

[ 5
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Patabil{zaclOn y Recuperacion Econbmfcn
11,  Para proporcionar un mejor
entendinlento al Glell y o la ALT.D, de
los propbsitos para los cuales son
usados los fondos, el [roprama se divide
en tres subcomponentes:

(1) Crecimiento Econdmico e Inversibng
(2) Serviclos Educativosy y
(3) Orgaanizaciones Privadas Voluntarias.

Los procedimientos para manejo,
monitorco y desembolso de fondos,
establecidos bajo el Proprama de
Recuperac{dn Econdmica (522-0230) y los
Servicios de Estabilizacidén Econbmica
(522-0283) permanecerin en vigor y
efecto hasta que fuere acordado de otra
manera por las Partes

Como agente financiero del GdeH, la
A.1.D. tendrd responsabilidad prineipal
en revisar el diseifo de estos programas
y en el monitoreo de la implementacidn
de programas especificos. Se requerirai
que todos los programas y proyectos
aprobados 1 través de estos fondos
realicen auditorias/o revisiones
financieras con firmas privadas de
auditoria y/o la USAID/Honduras. La
A.I.D, pondrid a la disposicidn del GdeH
estas auditorias y revisiones
financieras, cuando asi le fuere
solicitado. Ademis, segin lo considere
razonable, la A.I1.D. proporcionara al
GdeH los informes sobre el estado de los
proyectos, cuando éste lo solicitare.

Esta CE por este medio programa y hace
disponible L13,700,000 para el
subcorponente de Crecimiento Econdmico e
Inversifn de este programa.

J 2, Fondo Dotatorio de la
Escucla Agricola Panamericana (El
Zamorano). sSegun solicitua del GdeH,
(carta del Ministro de Hacienda y
Crédito Piblico, AT-033/87, fechada 27
de enero de 1987) 110,000,000 son por
este cedio programados y hechas
disponibles para financiar un programa
de dotacidn para la Escuela Agricola
Panamericana (El Zamorano). Los fondos
seran.desembolsados y mane jados por

4
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Recovery I'ropram IT.  To give the GOH
and A.1,D, a clearer understanding of
the purposesg for which funds are used,
the program is broken down {ato three
subcomponents

(1) Economic Growth and Tnvestment;
(2) FEducational Scrvices; and
(3) Private Voluntary Organizations.

Procedures for managing, monitoring and
disbursing funds, established under the
Economic Recovery Program (522-0230) and
the Economic Stabilization Facility
(522-0283) will remain in effect until
otherwise agreed to by the Parties,

As financial agent for the GOH, A.I.D.
will have primary responsibility in
reviewing the design of these programs
and in the monitoring of the
{mplementation of specific programs.

All programs and projects approved
through these funds will be required to
undertake independent financial audits
and/or reviews by private auditing firms
and/or USAID/Honduras., A.I.D., will make
these audits and financial reviews
available to the GOH upon request. In
addition, as deemed reasonable, A.I.D.
will provide to the GOH reports on the
status of projects as requested by the
[0 ) ; TR EREEE

This PIL hereby programs and nakes
available L13,700,000 for the Economic
Growth and Investment subcomponent of
this Program.

2, Pan-American Agricultural
School (Zamorano) Endowment Fund. Per
the request of the GOH, (letter from the
Ministry of Finance and Public Credit,
AT-033/87, dated January 27, 1987)
L10,000,000 are hereby programmed and
made available to finance an endowment
program for the Pan-American
Agricultural School (Zamorano). The
funds will be disbursed and managed per
procedures which will be established by




procedinfeatons que serfn establecidoy
por el Gdell, 1a AJT.D. y Ja Escuela
AgrScola Panswerlcana en el Convenlo de
Dotactdn.,

-~ "~ s e, » r . . ~ e
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Elecuetdn de Proyecto,  Una ver flimada, laplement at fon Letter. On eignature,
Yot Yarten eatdn awtorfandan para the Parties are authorfzed to fuplement
ejecutar las actividades aquf the cotivitices as provided heveln.

especificadas,

Atentanente, / / Sincerely,
/ e
;lm /\ (n /f 0

Missfon l)iwator
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ADDENDUM  ©

25 de geptlembre de 1987

Excelentisimo Sefior

Abopado Efrain BG Girdn

Ministro de Hacienda y
Crédito Pibllco

Su Despacho.

Estimado Sedor Ministro:

Con referencia a su carta No. AT 266-87, fechada 14 de agosto de 1987, 1la
presente tiene por objetivo confirmar el recibo de la informacidn que usted
snticitara a la Escuela Agricola Panamericana que nos proporcionase, e
{=formarle que hemos revisado la solicitud de L30 millones para un Fondo de
Tapizal ¥ que estamos preparados para seguir adelante. En nuestra revisidn
consideramos cuidadosazente las sugerencias expuestas en su carta, asi como el
material remitido por la EAP y los resultados de reuniones scsteaidas en los
Gltimos mesess con la participacidn de representantes de su Ministerio, de la
YAP, v de la A.I.D. Por lo tanto, hemos llegado a las siguientes conclusiones:

1. El objetivo principal de nuestra propuesta participaciin incluye:

a) establecer un mecanismo permavaente por medio del cual se hagan
disponibles una serie de becas para estudiantey hondurefios en la EAP;

b) asegurar la disponibilidad de recursos financieros para ayudar a
proporcionar ua mejoramieato a largo plazo de la base de manejo de
recursos naturales (suelo, agua, bosques) de la cuenca del Valle del
Yeguare y sobre la cual dependen la EAP y comunidades circunvecinas;
y

¢) asistir en la recapitalizacidn a largo plazo de la EAP durante su
periodo de mis rapido crecimiento, no solamente a través de un fondo
de capital directo, sino tal vez mias importante, permitiendo que la
escuela utilice este fondo de capital para nivelar inversiones

adicionales en el fondo de capital y en la base de capital fisico de
la escuela.

-
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2. Sujete a la aprobacion de la AJL.D. /Washitngton y a la dispouibllfdad
de fouados, proponemos que la AL.D. y Ll Goblerno de Honduras ({del)

hagan disponible la cantidad total de L300 millones, en tres
denenbolsos fguales de L10 millones cada uno, en un perlodo de tres
affos.  Los tres papos serlan hechos a un fondo de caplital y se harlan
desembolsos de los Intereses ganados para otorgamiento de becas,
mane jo de recursos naturales y otras actividades aprobadas, asumiendo
que la escucla llena los requisitos descritos a coatinuacidn.

El primer desembolso de 110 millones se harid sin requisito inicial de
contraparte con ¢l fin c¢e permitir la compra de bonos que ganen
intereses en el Banco Central de Honduras. Sin embargo, los
intereses ganados no serin dados a la EAP, ni el segundo desembolso
serd hecho, hasta que la escuela haya certificado en forma aprobada
por la A.I.D., el recibc de L2.5 millones (o su equivalente en
dolares estadounidenses) en efectivo adicional o donaciones en
especie como se descrit2 en el parrafo 4. Se establecerdn requisitos
similares para los dese-bolsos subsiguiences.

Las contribuciosnes de c:atraparte de la EAP seridn efectuadas en base
a una proporcidoa de 4:1/AID-~GdeH:EAP. La contribucidn de la EAP
consistird de no menos izl 50% en donaciones en efectivo a ser
depositadas en una cuenta de capital separada para incrementar los
activos de capital de la escuela y reducir los efectos de inflacidn
en el valor real de los activos de capital general de la escuela.
Hasta el 50% de las contribuciones de contraparte pueden hacerse en
forma de activos de capital incluyendo edificios, equipo y

vehiculos. Donaciones por parte de otras agencias gubernamentales
americanas tales como el Programa de la ASHA, no contarinm para llenar
les requisitos de contribucidn de la EAP. Ademas, la A.1.D. no
aceptara donaciones designadas para gastos de operacidn o suministros
como contribuciones aceptables. La A.I.D. no pondrd ninguna
restriccidon en el uso de lus intereses ganados de la porcidn A=
contraparte de nuevas generaciones de capital.

Nosotros proponemos monitorear cuidadosamente la operacidn del fondo
durante los afios iniciales hasta que llegue el tiempo cuando las
generaciones requeridas de contraparte hayan sido certificadas por la
EAP y aprobadas por la A.I.D. También requeriremos informes
periddicos de la EAP sobre el estado y utilizacidon del fondo y sus
ganancias por un periodo no menor de cinco aBios después del
desembolso inicial. El fondo también estari sujeto a revisiones

financieras y/o auditorias por parte de la A.I.D. durante este
periodo.
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Asumlendo que Toe tarminos penarales vy condfcfones antes descritos son
aceptables a usted v a la EAP, nosotros estamos preparados para segalr
adelante con la preparacion del bhorrador de couvenio de donacitn, y de
enviar la propnesta del tondo de capltal a Wwashington para su
consideracion. Por lo tauto, favor indlcarncs por escrito su pocicidn y
la de la FAP a su mids pronta convenlencia.

Con muestras de mi mayor consideracldon y estlima quedo de usted,
Atentamente,

2ol ()

Carl H. Leonard
Diractor Iaterino de la Mision

ce: Jr. Jorge Roman, LA
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September 21, 1987

Dr. Jorge Koman, Dean

Actirz Director

Escuela Agrfcola Panamericana (EAP)
El Zamorano

Dear Dr. Roman:

The purposes of this letter are to acknowledge receipt of vour letter of
September 8, 1987, regarding the possible AID-funded endowment zrant to
the ZAP, and to inforu vou that this Missiun has et to consider the
endowment, T am pleased to inforam veu that our defermination at the
Missicn level is positive, and that we intend to move ahead accordingly,
consistent with the results of discussisns we plai to have with the
Ministry of Finance on the endowment. We will communicate the results of
our talks with the Ministry to you in the near future.

As we have indicated in the past, wc share a concern for the future of
the school and its ability to continue to provide ieadership in
agricultural education and resource management in Honduras. We intend to
comaunicate our recommendztion formally to AID offices in Washington ia
the neatr future, provided all parties are in agreement with the draft
terms and conditions. We look forward to hearing from you on this issue

in the near future.
Sincerely,
Y /

Carl H. Leonard
Acting Mission Director
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September 24, 1987

His Lxcellency

Abogado Efrailn BO Girdn

Minister nof Finance and
Public Credit

Tegucigalpa, D.C.

Dear Mr._ﬂlniscer:

With reference to your letter Mo. AT 266-87 dated August 14, 1987, chis
is to confirm our receips from the Escuela Agricola Panamericana (EAP) of
the .nformation which you requested they provide us, and to inform you
that we have reviewed the request for the endowment fund of L30 million
and are prepared to move forward. Io our review we considered carefully
the suggescions you provided in your letter, as well as the material
subzitted by EAP aand the results of meecings held over the past few
months involving represeantatives of your Miniscry, EAP, and AID.
Accordiangly, we have come to the follwing cenclusioas:

1. The major objaectives of our proposed participation include:
"

a) to establish a permanent mechanisa by which a series of
scholarships can be made avajilable for Honduran studentc at EAP;

b) to emsure the avzilability of financial resources to help
provide for the long-terz eanancement of the management of the
natural resource base (soils, water, forests) of the watershed
of the Yeguare Valley, upon wnich the EAP and surrounding
cotmunities depesd; and

c) to assist in the lang-term recapitaiization of the EAP during
its period of most rapid growth, not only through the direct
endownent, but perhaps more {mpgortantly, by enabling the sciool
to utilize this eadowment fund to leverage additional
investazents in the school's financial endowment and physical
capital base.

2. Contingent upon AID/Washington approval, and the availability of
funds we propose that AID and the GOH make available the full L30
million, in three equal installzents of L10 million over a
three-year period. The three installments would be paid Inteo an
endownment fund and disbursements made from interest earnings for
scholarships, natural resources management and other approved
activities assuning that the school meets the requirementcs discussed
below.

v
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3. The first disbursement of 110 willion will be made with no infrial

counterpart requiremens {n order to allow the purchase of {nterest bearing
boads from the Central Dauk of Honduras. However, the accrued interesst
proceeds will not be relcased to EAP, nor will a second dishursement be
made, until the school has certified in a manaer approved by AID, che
receipt of L2.5 millioa (or its equivalent in U.S. Dollars) in additional
cash or in-kind donations as described in Paragraph 4. Similar
requiremencs will be placed on subsequent disbursements.

The EAP counterpart contributions will be made on the basis of 5
4:1/AID-GOH:EAP ratio. The EAP comtributionm will consist of not less than
50 perceznt cash donations to be deposited in a separate endowmen:t account
to increcagse the school's capital assecrs and reduce the effects of
faoflaticn on the real value of the school's overall endowment assats. Up
to 50 percent of the counterpar: coatributions can be made in the fora of
capital assets inzluding buildings, equipment, aud vehicles. Donations by
other U.S. Goverzzenr igencies such as from ASHA (Azerican Schools and
Hospitals Abrozd), will not count toward meetiag EZAP's contributian
requirenents. Iz additionm, AID will got accept donatioas designzced for
operating expenses or supplies as an eligible contributiom. AID -will
place no such rescriczion 7a the use of interest proceeds from the
counterpart portion of hew capital generations.

We propose to momitor the operatioy af the fund closely in the initial
years until suzh time as the reauired counterpart generatiocus have heen
certified by ELP? and approved by AlD. We will also require perizdic
reports from EAP om the status and utilization of the fund and i::=
proceeds for a period of aot less tham five years after the initizl
disbursemeat. The fund will also be subject to financial reviews and/or
audits by AID during this period.

Provided that the zbove general terms and conditioans are acceptable to you and
the EAP, we are piepared to move forvard with the preparation of the draft
grant agreement, and to forward the eadowzant proposal to Washingtoao for
consideration. Accordingly, plezse indicate to us in writizg your position
and that of the EAP as sooun as possible.

cc: Dr. Jorge Romaa, EAPL////

Sincerely,

LK

Carl H. Leonard
Acting Mission Director



ADDERDUM B

September 8, 1987

¥Mr. John Sanbrailo, Director
USAID/Konduras

American Embassy

Tegucigalpa

Dear Mr. Sanbrailo:

In reference to the proposed endowment grant requested jcintly from
your offices by the Government of londuras and Escuela Aaricola
Panamericana, a fifteen year financial projection was requested

by the liinistrw of Hacienca of the &chool's administration. Attached,
please find that financial report.

Zamorano's dedication to Latin America's rural development, and its
service to improved farm manaqgement and agricultural produc&taonin
this region have been recognized ancé lauded bv leaders throughout

this hemisphere. With a track recoré clearly and soundly established,
the School has deliberately initiated an expansior of its programs.

The establichment of this 6épddwment fund was groposed for the purmcse
of suprorting the School "to meet the increasing annual operating
expences” (letter of Noveeker 1, 1986, signed by Mr. Bu Ciron to

Mr. Carl Leonard). In another letter to your office signed January
27, 1937, Mr. Bu Ciron added that this dund would assist in the
"execution of important agricultural projects contempiated in the
develocment plan of the School". A report has already been submitted
to ybe Ministry of Hacienda and to USAID/Honduras proposing in detail
the mavestment of the interest cained from thiseendowment fund for
more scholarships for deserving llonduran vouth and for the support

of specific programs initiated by the School.

The attached financial projection incorporates the proposed encow-
ment fund in its analysis. Please note that for the vears 1988
through 1992, a surplus is projected. This grace peradod would
allow Zamorano to push ahead professionally with fund raising
activities which will be necessary to cover the increasing ex-
penses projected over the next eighteen vears.

I would like to take the opportunity to point out that in the
past five years Zamorano has assumed a greater responsibility

for its financial solvency. Funds raised in the private and

the public sectors have increased sionificantly. Two major
activities khve been undertaken recently. First, the School's
trustees have decided to establish an office for public redations
and fund raising in the 4.S., in Washington, D.C. A professional
fund raiser, Mr. David Jones, has joined our board as a trustee,



Mr. John Sanbrailo, Direcctor
UBLID/Honduran

September 8, 1987

Page No. 2

and he will help guide this initiative. Secondly, a campaian ig
underway to promote greater alumni support for—thair Alma Hater.

We are in the early stages of a growing fund raising program. An
endowment grant from USAID/Honduras would be tremendous booat to
this effort. It will increase the financial security and stability
of this institutior, and support the School's growth and proqgram
development. It would serve as an impetus for the formulation

and implementation of a long-term program for institutional
development.

On behalf of Esgcuela Agqricola Panamericana, I would like to express
our ~ppreciation to yourand your staff £or your interest in and
support of this institution.

Sircerelv Yours,

Jz»%m

Dea , Acting Director

L]
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REPUDBLICA DI HONDURAS

Tepueigalpa, D. €., L4 de agosto de 1987 - N ATH200-8T
ADDENDUM ¥
Scnor
JOHH A, SANBRALLO
Director

Agencia Internacional para el
Desarrollo AID
Su Oficina

Cstinado settor Director:

Con c2ferencia a su carta del 22 de junio de 1987, por medio de la cual

nos indica que estdn de acuerdo en considerar positivamente nuestra so-

licitud de asignacién de 30 millones de lempiras para establecer um fon-
do de capital para la Escuela Agrfcola Panamericana (EAP), Zaworano, de-
seo manifestarle que hemos sostenido reuniones con las autoridades de

la Escuela en las cuales hemos discutido sobre los siguientes puntos

que sometemos a su consideracifn.

Para la programacidn y desembolso de los recursos sugerimos que se
inicien en el corriente afio, con un.monto de L.!0 millones de lempi-
ras, reservindose los 20 restantes para 1988 y 1989.

Estos recursos serdn administrados por la Junta de Directores de la
Escuela Agricola Panamericana, tomando en consideracidn las sugeren-
cins v opinioues que emita el Ministerio de Hacienda y Banco Central,
de t11 forma que este fondo tenga un impacto positivo tanto para la
Ezcucla como para el desarrollo del pais.

El fondo de capital se mantendri invertido en valores del Estado, vy
la Escuela Guicamente podrd hacer uso del rendimiento de los interc-
ses generados, los que serdn utilizados en los programas y proyectos
sipuientes:

7 Fara financiar los estudivs de j@veunes hondureiios de rerursos li-
* mitades que teogan interds en prepararse en tan importante disci-
pliva come es la de las Ciencias Agricolas; por lo menos un 70%
de los intereses generados serdn invertidos en la formacidn de
recursos humanos, el resto o sea el 30% de los rendimientos de
las inversiones serdn destinados a programas que tienen un impac-
to directo en el desarrollo de nuestro pafs, entre los cuales so

enumeran los siguientes:



SECRETARIA DE HACIENDA Y CREDRITO PUBLICO

HEPUBLICA DE HONDURAS

Tegacipalpa, D, €., ‘Ne...

Programa dJe Preservaci6n de Recursos Naturales y de Refores-~
tacidn del Valle del Zamorano.

Centro de Informacién Cient{fica (Biblioteca, lerbario y
Centro Jc Computo para la Agricultura),

. Meatenimiento de la Infraestructura Institucional.

Programa de Mejoramiento Genético, Produccién de Semillas
de Granos Bisicos y de Mantenimiento de Granos Post-Cosecha.

Centrn de Procesamiento y Tecnologfa de Alimentos.

- Los fondos nhjeto de nuestra solicitud permitirdn sostener un ritmn
de crecimicento de la Escuela, de acuerdo a las necesidades del pafs,
permitiendo aumentar la participacibén en la difusidn de los conoci-
mientos requeridos por los diferentes programas de apoyo a la pro-
duccidn agricola de Honduras. De acuerdo a las estimaciones tealiza-
das, el rendimieato del fondo de capital cuando &ste haya sido desem-
bolsado permitird completar los recursos que se obtienen de las di-
ferentes fuentes de financiamiento, en una proporcidn equivalente a
un 157; es decir que la Escuela intensificard sus esfuerzos para re-
caudar el B5% restante para su sostenimiento anual, haciendo uso de
diferentes fuentes, tales como los rendimientos del Fondo Dot?l que
actualuente existe, de otras donaciones y contribuciomes corrientes
incluida la del Gobierno, de las recaudaciones por matricula y de ls
venta y autoconsumo de los bienes que produce la Escuela.

Estamos ademds solicitando a la EAP que presente a su Oficina un Plan
Administrativo y Financiero detallado en el que se describan como se-
tian utilizados los ingresos pgenerados por este fondo y a la vez gug
preseunten una proyveccidn financiera de la Institucifn para los proxi-
mos 15 aifies.

Para concluir deseo agradecer a usted, sefior Director, a nowbre del
Gobierno de la Repdblica y del Pueblo de Honduras por su'valiosa'con-
tribucidn y ayuda al desarrollo de nuestro pafs asi como por su inte-
rés en fortalecer el desarrollo de la Escuela Agricoia Panamericana
una de las Instituciounes mis valiosas de Educacién y Desarrollo Agri-
cola con que cuenta lionduras y la regién.

: = A AN
Min(s:ro
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Dr. wiloon Fopenoe
kenroventative of Uhe Fan Ameriean Arraculture School, Inc,

For o your anformation and pertinent achtion the fellowing is
transeriboc:"beeree Noo A7, The lational Conprecs decrees: -
Sole Artiecle.  To hovorove the Bxcecutive Power Agreement No. 1077.
l({U(JV“JLU p.Co 22nd, January 1942, THE FRESIDENT OF THE

BEIUBLIC AGRELS: - FIRET,-  Te avprove the Contract that says
LCLTH:C“ Juan Jose Umana taein Gfficer of the Develovment,
Lrriculture andé Lebour Mimistry, in revresentation of the Executive
rower, dulv authorized and from now on to the” called the
bxrecuvive sowelr, on one side and on the other side Dr. wWilson
Fopenoe in representation cf the ran American Agriculture
School, Inc., Society with recognized legal status under
cgreement ol the GOVOTnanu, Justice, liezlth and Wellare kinistry
lio. 1016 datea the 13th. of this montn and Ifrem now on to be

called "The Schoel" &nd considering thet The School has the
purvcse of esitablishing in the country by its own resources
and exnence an Lgrcenomy School for teachlng agroncmic, agrlculturaﬁ,
cattle, poulsry arts and scicnces ancd related incustriesl vracticec,
in orcer 1c use cnd take zdvantage cof natural fertility anc
recional knowledce of the nation, anc considering that in

orcer to implement the educational plan The Schocl needs the
autnerizatien, supdert ané guarantees of the Zxecutive lrower

to develop ine activities ana to work in z free ’*ane of action,
ané last having in wsind that the establishment cf such &
scrncol W;ll benefit the country and will vrovide opportuni
fcr the hkonduran veuih end citizens of other Eisvanoameric
countries to eccuire scientific- aarlcuW»urhl hpowlecze M

te later usec fer the venefit ¢f the national eccnomy, The
Executive Yower and the School concidering the zforementionec
factc heve zzreed tc celebrazie the following coniract:
Tn Executive FPower authorizes the Schocl to establish,
eintain, ect
he counurn,
r

o
%
Fohe)

- -

&ncé cperate in a site ¢l 1ts choice anywhere
schocl or tesching center fcr the study and
mic, egriculturzl, cetile zndé poultry sciences
anc rrectices. 2. The Schoocl will select
to be taucht as wellfeducztional methoce
censiders necesscary tc reach its goal
5. Tne Scnocl wilil te free to &act
l1s onar&tlon anc supnerst, will oe
:nc¢ exclusive ceoniTr
icn, edminaisireticr
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¢c) Selection, necessary admission requircements and internnl
discipline of the :.‘\Hi(xxt' an owell an cxpelline or suspension

and consideration of Lhe reasons for such cetion. d)  Yrepoaration
and adopuion of the stugy plan (curriculum) of The School and

tne neecssory rvles and regulations for its internal operation

and diseivline. ond o) The numper of students to be admitted

and provided with room and board. 4. The vchool is pranted
absolute autonomy and independence for the internal operation
but the Execuvive lower retains the rieght to insvect the School
during the year to curtliv the fullillment of the contract

and observe the moral and uunltiTV conditions of the grounds.
At the end of cvery uchool vear, the School will submit to

the bExecuvive lower, for Jtailutlcal recoras, & report containing
progress, cnrollment, attendence, instruction methods and

other daie considered of public interesti. 5. The School is
frec to establish and charge registration fees, title charges,
and other related costs that it: considers convenient in
accordance with the law as well as to sell surplus products

but the profits will become part of the School funds and

under no circumstances can be distributed as dividends among
the versonnel, these funds are to be zllotted for the upkeegping
and improvement of the School. 6. The School is authorized,
durinz the term of this contract, to emplov and contract
teaching ana administrative personnel deemed necessary and

can bring foreign technicizns as long a2s theyv co not come froo
countiriecs Ifrom wnere immigretion is pronititved.znd wnom the
School considers necessarv fcr tne operation. 7. The Executive
rower will ellow, during the term of this contract, the
admittance into the country of stucdents from countries from
where immigrztion is allowed with thc sole purpose of enrolling
and attending the School and the Honduran government will
reguire only thne passvort and a certificate c¢f the Schocl
indicating nis status as student of the institution. E. The .
School is zuthorized and empowvered, under perzinent laws, 1tcC
issue professional titles to the students that have attendec
and satisfactorily completed the estzblished and reguirecd cources.
G, The School can purchase, acguire, keep ang reni in accorcance
with eszztlisred lawe, in anv part of the country, :r;’*‘Ei.
ovned lané required for buildings and installzticns. 1C The
School can build, maintain, ecuip ana overate administration
buildings, recreational rooms, dermitories, :afeterias, _
libraries, infirmary, hospitals, laboratories, gy=m, recreztion
centers anc atnletic fields, exnﬂrlment utatlonu, mechanical
snope, cCerrenters shors, scvm111u, dziry plent, water planig,
ice and refricgerztion units and cther in aTLthons deemed
necessary and useful for the service of the school ancd fcr
students instruction and ic free to0 handle tne f£ooas preiucec
in such te2cihing centerc. The Schocl, witn pricr perzis

froz the Zxecutive rover, can z21£0 ins:al_, “,-nua*n ezuls

ang operate telspnone and te1eqravr services cer its exclusive
and tublic service znd can ccnnecs the lines tc the nztional
systez.



. The anstadlations and poods, mzintenance, oneration and
acltivities of bhe Deneol s owell oo services established

for its use, will pe exempl curing the term ol thisc contract
from ot Lyres ol Laxes, contribution: ripghts, fiseal or
niotrenil Jees, wilh tne exception of distirict and munjcipal

fees reperdless of Lhe 2suipnea noeme or purpose. 12, The
sxecwsive bower prrants Lhe Scencol, durine the term of thig
cenvroct, for its exclusive use the right to imvort free of
dutien, Jces botn marine ond land with Lhe exception of
conculer, sGtate anda district-municipal charges, all machinery,
toolc, apriculture articles, furnlthr,, bOOhu, vublications,
medicines, chemical suvstances, insecticides to combact
diseases or agriculturzl vlarues, cong Lructaon naterials,
animals to reise or to improve breeds, bulls, seeds, fertilizer,
feed a2nd in general anvy article neceszazry for maintenance and
overation of the center. For this purvose the School will
present to the Development liinistry 2 list of the materizls

to be imvorted into the couniry and the Minisiry of Economy

ané Fublic Credit will grant oermit to Jmno"t the goods into
the counirv. 17%. The Executive Fower grants the Schoecl the
rizht to use without detriment to third partles, the water of
the rivers, lakes, ponds, streamlets, and sprinegs to be found
on the Schocl grounds or near them, The School will use these
sources for the beneifit of its installations, school buildinge,

electricel installations, hvaroelectrical, nvdraulic, 1rr1ga—
tion, senitary =ervices and water sources. A reguest for
autncrizaticn To use ihese sources must be subzitTec by the
School tc the Zxecutive Power inciuding plans and projects
znd with the understanding that the request can be considered

granted if it is not obgected or rejected within ninety days
after vresemtation., 14. Any differences that can arise

between the EIxecuiive Power and the Schnool regarding interpreta-

tion or cvvlicetion of this contract will be nhandlec by tTwo

friendly representatives, one fcr each part anc in accordance

with the law. 1In case of disagreement of the parts, a thirc

negotiater can be nominatec. If one of the two parts does

net name its negotiator or is in disagreement with regarc:

tc the nomination of trhe third party within ninetyv cays of

the vresentzticn of the demand, the case will te handliec

in accorcdence with the Civil Cooe of Laws. The decision of

the twe represeniztives or of the thiré nominee will be definite

anc enforced without apveal and considerec as final verdict,
ciosed effzir or tried mattier. 15. The School renounces the

right to gutmit actions or claims through cdiplomatic channels

re:°“~*n" rightc or obligztions establishec in the contract
excert in casesg of refuszl cf justicy. 16. Tne present

consy c:, wicn Trevicus zuthericatiion of the Executave lower,
can &1 &ny time be transierrsc cr granted IC & natural CT
lezal varty but unaer no circumstances tc & fo*eirn putlic
ccrporaticn cr goveramernt, 7. This contract will larpss i
the SchooX ic not estatiiched within ’1ve ve_r" zfter thne
artrecvel by the Lxecutive rower or if after its estztlisnment
it sueronac ite coursec or cotivities curing tnree cconsecutive
vear:s, €:cerI aue TC unexpeciec or mzjor fcree or tnrouzn
acte ¢f ine Zxscutive rower veyvons the control ¢f ine Schiooi.



1o, The durebion of Lois contract will be fifty years
arter Lne o epprovel ol Lhe Leprsiabive rowver,  Consequentry
oo aptreco herevwith Lhe contraet o sipned in the City of
Tepucipator of Lhis Senveal District, on Twenty January
Umana (sipned) Wilson Popenoe,

1, (cipnnd ) Juan Joni
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ADRENDUM 1

M ary oyt e s e B Eatun, B, CRRDS
T T N e R
oy I T} . IR s VD vt M e Gt M st b e
//"r(—) i "‘/Q: "/‘61""'» ~( s { (‘ ’{q w v f /
oo T e VO, Then DGl ’ o
e o sty
"'"h‘ﬂ"'.mm' - MR ‘..F.A,'W.._. :\. ;U ..... : ..: .
I A Cate: ttareciy €2'ae by
,!‘/’,‘ ” (F R Y PR a4/ ' , {1‘1:'»)““1
o, 7y Feb, 28, 1074 & AU:EO:DI.
|\\ "/ l ". t
N I {
\\/ll\d' \;‘.J"A " . - . -
RS b>Escuela Agricola Penamericans, Iv:
Museum of Scicence
Science Pzrk
”
Roston, Masszzchusetts 02114
Gentlemen:
This 15 in zcply to your recenmt letter, raguesting a copy of
an exrempiicn letter for the above crganizaticn.
Due vo cur rocovds rateaticn prozraz, & cooy of the oriziaal
letter ic not avzilable. :
Lowvavar, rzcords in this offigp indicate that a2 determination
. . . > Ly - -
lettor =25 issued on P27 X, A& '
to the above corjanizaticn wuliny rhat cosy ver2 exempt LTC3
Federal income tox under Secticn S~ /7)) [ 3/ 0L the
Internz=l Zevenue Cede of 1954.
This rulinz remzing in effzct 25 lonz &s there sre no changes
in their character, purposes, or methcu of operation.
"I trust that the foregoing informaticn will serve your purpase.’

yours,

N

2\ D) A it i
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®tfice of Becretary of State

I, GLUENN . I’[NH)N, SLU\KI(\F\{ OF STATE OF Tht STATE OF
DELAWARE DO HERELY CERTIFY THE ATTACHED IS A TRULE AND CORRECT
COryY 0F THEY CERTIFICATE OF RESTATED CERTIFICATE OF INCORFORATION
OF CSCUCLA AGRICOLA PAN-AMERICANA, TNC. FILED IN THIS OFFICL ON

THE TUEHTY-THIRD DAY OF NOVEMERER, A.D. 1984, AT 9 O'CLOCK AL,

M A

Glenn C. Kenton, Secretary of State
10333464

AUTHENTICATION:
843280034 DATE: 12/703/1984




2 g

[P

FILED.

POV 23 104

Lol Lo,
RESTATED CLRTIVICATE aF INCORPORATTON %‘“(‘ ""f’?

AECORTARY o arany

oF

LOCURLA AGRTCOLA PAN AMERICANA, ING.
(A corporation without capital stock)

SSCUELA AGRICOLA PAN-AMERICANA, INC., a corporation organized and exist-
ing wndar the laws of the btate of Delaware, hereby certifies as follows:

1. The name of the corporation is ESGUELA AGRICOLA PAN-AMERICANA, INC.

The date of filing of the original Cercificate of Incorporation with the
Gecretory of Siate was December 3, 1941. An amendment of the original Certi-
ficate of Incorporation was filed with the Secretary of State on April 17,
1961.

2. This Restated Certificate of Incorporation restates and integrates
and further amends the Certificate of Incorporation as heretofore amended (a)
by eliminating from Article THIRD (relating to the purposes for which the
corporation is formed) those provisions which are merely statements of powers
enjoyed by all Delaware corporations and by redefining the geographical area
to which the corporation is to devote its activities, (b) by adding, at the
end of Article THIRD, a paragraph expressly limiting the exercise by this
corporation of its powers to activities permissible to organizations exempt
under Section 501(c)(3) of the Internal Revenue Code of 1954 and Regulations
thereunder, (c) by clarifying the language of Article FOURTH and adding
thereto language specifically requiring that distributees of corporate prop-
erty upon the dissolution of this corporation must be organizations exempted
under Section 501{c)(3) of the Internal Revenue Code of 1954 and Regulations
thereunder, (d) by modifying the provisions relating to membership in the cor-
poration, (e) by eliminating the provision (former Article NINTH and now cov-

ered by statute) exempting the privatc property of members from liability for .

debts of the corporation and (f) by making, for the sake of clarity, certain
editorial changes in, and amplifications of, language previnusly used im the
Certificate of Incorporation.

3. The text of the Certificate of Incorporation as amended or supplemen-
ted heretofore is further amended hereby to read as herein set Jorth in full:

FIRST: The name of the corporation is ESCUELA AGRICOLA PAN-
AMERICANA, INC.

SECOND: The registered office of the corporation in the State of
Delaware shall be located at 10th floor, One Rodney Square, Tenth and
King Streets in the City of Wilmington, Zip Code 19801, County of New

[ N
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Castla. The registored agent in charge thereof at such address ir "TA&F
Sarvice Corp.

THIRD: The objects and purposes of the corporation are

(1) to promote the science of agriculture and advance the
knowledga thercof ir Western Hemisphere countries other than the
United States of America and Canada by educational means; to estab-
lish and maintain in any or all such countries institutions of
levyning, agricultural or farm schools and collegern, experimental or
training farms or plantations, agricultural fielv stations and othur
educational «stablishments or organizations for the accumulation of
knowledge, dissemination of learning or instri-t!ion and training of
students in agricuitural and related subject:s, o impert such knowl-
edgr, learning, instructior and training to any persons in any part
of ihe world, whether attending such aforesaid establishments or
otherwise, by personal tuition, correspondence, publication or other
means whatsoever; to teach such other subjects and furnish such
other courses of study both academic and technical as are usually
advisable at agricultural schools or may be considered advisable or
appropriate in connection with the study of agriculture; and to
grant scholarships and to make its educational facilities available
to such peruons, with or without charge or compensation therefor,

and upon such terms, as the Board of Trustees may deem expedient;
and

(2) in furtherance of its purposes aforesaid, to engage 'in any
lawful act or activity for which corporations may be organized under
the General Corporation Law of the State of Delaware.

Notwithstanding any other provisions of this Certificate of Incor-
poration, the corporat:ron shall not conduct or carry on any activities
not permitted to be conaucted or carried on by an organization exempt
under Section 501(c)(3) of the Internal Revenue Code of 1954 and Regula-
tions thereunder as they now exist or as they may hereafter be amended
(or under corresponding provisions of any future United States internal
revenue law and regulations thereunder), or by an organization contribu~
tions to which are deductible under Section 170(c)(2) of such Code and
Regulations  thereunder as they now exist or as they may hereafter be
amended (or under corresponding provisions of any future United States
internal revenue law and regulations thereunder).

FOURTH: The corporation shall nev have any capital stock. It shall
pay no dividends and no part of the it income of the corporation shall
directly or indirectly be used for - - <iverted to purposes other than the
charitabie purposes for which the ..rperation was formed. No member,
trustee, officer, employee or agent oy thz corporation shall, directly or
indirectly, receive or be enfr.., 4 to any pecuniary profit from tne oper-
ations thereof beyond res:. .:u': remuneration for services actually
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randored, or the fair market value of goods or other property actually
furnished, to the corporation. Upon Lhe termination of the axistence of
the corporation, by dissolution, or otherwisa, the assets remaining after
payment. of its debts shall be distributed to such chariteble organization
or organizations as the members by majority vote may direct and which
would then qualify for exemption undonr the provisions of Saction 501(c¢)
(3) of the Internal Revenue Code of 1954 and Regulations thereundar as
then in force (or under corresponding provisions of any future United
States internal revenue law and regulations thereunder at the time in
force).

FIFTH: Any natural person may be elected by a majority of the whole
wembership to be a member of the corporation at any annual meeting or at
any special meeting called for the purpose, inter alia, of electing mem-
bers. The number of members shall not be less than nine or such larger
number as may he fixed by vote of the members at any anrual meeting or at
any special meeting vf the members called for the purpose, inter alia, of
electing members. Membership in the corporation shall be terminated
automatically by death or failure to attend in person three consecutive
annual meetings of the members held after December 31, 984 (any meeting
of the members held in lieu of. and for the purposes of an annual meeting
shall constitute an annual meeting for the purposes of this sentence). A
member way resign at any.time by nocice to such effect directed to the
corporation. Any such resignation shall take effect without necessity
for its acceptance by the corporation.

SIXTH: The mewbers of the corporation shall meet at least ‘once a
year, each such meeting being held at such place, at such time and upon
such notice as the by-laws of the corporation may provide. The presence
in person or by proxy at any meeting of a majority of the members shall
constitute a quorum for the transaction of business and the action of a
majority of the members present in person or represented by proxy at any
meeting and constituting a quorum shall be deemed the action of the
entire membership.

SEVENTH: The power to make, alter and repeal by-laws shall be in
the members, but the members may, in the by-laws, confer that power upon
the trustees.

EIGHTH: To the extent provided in the by-laws, the affairs of thé

corporation shall be governed by a board of trustees elected by the mem-
bers, of such number (not less than three nor more than twenty-five), and
with such powers, duties and tenure of offine, as may be provided in the
by-laws.

NINTH: The trusteces may hold their meetings and have an office or
offices within or without the State of Delaware. The books and records
of the corporation may be kept (subject to legal requirements) outside
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the State of Delaware at such place or places as may be from time to time

designated by the members or by the board of trustees.

4. This Restated Certificate of Incorporation was declared advisable by
the Bnard of Trustees of said corporation at a meeting duly called and held on
September 7, 1984 aud was duly adopted by vote of at least two-thirds of the
merters of the corporation at a meeting duly called and held on October 26,
1904, all in accordance with the applicable provisions of Sections 242 and 245

of the General Corporation Law of the State of Delaware and of the Certificate.

of Incorporation f(as herctofore amended) and By-Laws of the corporation.

IN WITNESS WHEREOF, said ESCUELA AGRICOLA PAN-AMERICANA, INC., has caused
this Restated Certificate of Incorporation to be signed by John G. Smith, the
Chairman of its Board of Trustees and its corporate seal to be affixed hereto
and sttested by J. Wayne Reitz, its Secretary, each thereunto dvly authorized,

this Jo R day of S<Tien , 1984.
ESCUELA AGRICOLA PAN-AMERICANA, INC.

I 020

Chairmaa N




L4

STATE OF FLORIDA )
Y s8.;
)

COUNTY

I, the undersigned, a Notary Public duly authorized to take acknowledge-
ments in and for said State and County, do hereby certify that Joha G. Smith,
Lo me well known and known to me to be one of the individuals described in and
who e¢xecuted the foregoing ipstrument, personally appeared before me this duy,
and did declare that he is the Chairman of the BRoard of Trustees of Escuela
Agricols Pau-Americana, Inc., the corporation referred to in said instrument,
and he did acknowledge to and before me that he executed said instrument on
the behalf of tle corporation pursuant to authority conferred upon him by the
members of said corporation and that said instrument is his free act and deed
and the free act and deed of said corporation and that the facts stated in
said instrument are true.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official

seal at in said State and County this day of )
19864.

NOTARY PUBLC STATE OF FLORIDA

MY COMMISSION SXPIRES 1oy ’J"‘ .
2,198 Lcp
ROMDED THRU GEWERAL INSURANGE unso 9 T ==

Notar¥ Public

STATE OF FLORIDA )
ALACHUA COUNTY ) ss.:

I, the undersigned, a Notary Public duly authorized to take acknowledge-

ments in and for said State and County, do hereby certify that J. Wayne Reitz,
to me well knowu and known to me to be one of the individuals described in and
who executed the foregoing instrument, personally appeared before me this day,
and did declare that he is the Secretary of the Board of Trustees of Escuela
Agricola Pan-Americanma, Inc., the corporation referred to in said instrument,
and he did acknowledge to ~nd before me that be executed said instrument on
the behalf of the corporation pursuant to authority conferred upon him by the
members of said corporatien and that said iustrument is his free act and deed
and the free act and deed .of said corporation and that the facts stated in
said instrument are true.

IN WJTNESS WHEREOF, I have hereunto set my hand and afflxed my official
seal at an said State and County this JO day of JeZebees, 1984.

,//géézi; Publgc 7

Notary Pubﬁt, State of Flonda
My Commission Expires Oct. 16, 1988

Bonded Thry Troy Fein « lniurance, lagy




ADDENDUM K

ESCUBLA_ AGRICOLA. PANANERICAND

HISTORY AHD_BACKUGROUND

The Iscuola Agricola Panamericana (FAP) 12z an autonomous,
international institution established in 1942 under the laws of
the oState of Delaware as a non profit entity with the cooperation
of the government of Honduras, Under an Act of its Congress
(Decree tlo. 47 of January 22, 1942), Honduras recognized EAP as a
private, independent center for agricultural studies with its own
internal regulations and policies established by its Board of
Truzteez., The Decree also accords numerous tariff advantages and
privileges to facilitate EAP’s operation.

On August 10, 1979 the Government of Honduras, through Decree No.
795, recognized EAP's contribution to their country in particular
and to Latin America in general, and granted it an expanded
international status with increased tariff exemptions and tax
benefite similar to those accorded to the specialized agencies of
the United Nations. On August 14, 1980, Government Decree No.
962 extended +the original agreement for the operation of EAP for
50 more years, until the year 2040. On December 1987, the
Congress of Honduras through Decree 194-867 expanded and
reiterated the international character of EAP, an additional
privilege to the institution and its faculty.

Between 1942 and 1957 FEAP was financed almost entirely by the
United Fruit Company. The company established a +trust fund, and
until 1957 supplemented the earnings of the trust fund with
enough to cover expenses. Since 1957 EAP has continued to
function as an independent, privately-endowed institution with
its own legal identity and governed by an international Board of
Trustees. At the present, EAP is operated with income derived
from an existing endowment fund, the sale of agricultural

products grown a* the School, student fees, and private and
public donations.

Prominent cooperating institutions are the International Center
for Tropical Agriculture (CIAT) and the International Center for
Corn and Wheat Improvement (CIMMYT). Recently, EAP has joined
forces with Centro de Agricola Tropical de Investigaciones ¥y
Ensefianza (CATIE) in “farming systems” research, forestry,
watershed management, and integrated pest management. Its ties

wégg the University of Florida (UF) date back to the early
1 's,

In 1984, following the example of UF an agreement was estzbli. . d
with Kansas State University (KSU), wherein EAP graduates are
accepted for undergraduate and graduate studies without having to
pay out-of-state fees. It is hoped that EAP's relationship with
KSU will be further strengthened by the establishment of vhe
“International Seed and Grain Science Center” with the additional
active collaboration of Mississippi State University. EAP is



collaborating on research projochs with tLhe followlng
nniversities in  the United Otates: Cornell, Hawail, Minnesota,
lirbirasika, Puerto Rico, Rutgers, and Texas A, & M.

ADMINIGTRATION

Fscuela Agricola Fanamericana is administered by a Director and
his staff which carries out the policies set forth by the Board
of Truztees., Presently, the Board consists of 22 active and five
honorary members. Of the active members, seven live in Latin
America and 15 in the United States of America. Officers of the
Board include a Chairman, two Vice-Chairmen, a Secretary, and a
Treasurer. The Board has the following committees: Executive,
Portfolio, Nominating, Audit, Host Country, Academic, Development
{(U.5.A.), Development (Latin America), and Administrative. The
director of the =school participates in all the meetings and
deliberations of the Board. Meetings of the entire Board take
place twice a year: during May at EAP and in November in the U.S.

The Executive Committee meets several times a year as is deemed
necessary,

Administration of the School consists of the following units:
Offices of the Dean, Business Manager, Comptroller, Development

and the Legal Advisor in the Tegucigalpa office. The
Superintendent's office is in charge of maintenance, shops, and
overall facilities. The library, herbarium, computer center and

the academic programs cf animal science, horticulture, agronomy,
agricultural economics, plant protection, and basic sciences are
surervised by the dean. The production programs are supervised
by the Business Manager and his staff.

R

ACULTY

At present, EAP has over 60 faculty members including the
Director and Dean who also teach. Faculty posts include full,
associate and assistant professors, field instructors, and the

campus and farm superintendents. Academic degrees held by the
faculty are as follows:

- —— T Gy Tt SR G W e e St T A ey e WS G T e e S ¥ G D Gt G e e A e S M G VEe S MR S R G G et A TR NS S e e D W WD WD Mb SES A b Gee e

Department Ph.D MSA BSA Agronomo
Agriculture Economics & Agribus. 2 4 2 1
Basic Sciences 3 2 5 1
Horticulture 4 5 1 12
Agronomy 6 2 1 12
Flant Protection 3 2 5 12
Animal Science 6 5 2 3
Development and Planning - 1 1 -
Agriculture Froduction - - - 2

- Em e W e SR G Em A S R e G G T R AR B e e R M G AR G G G e WS W G G G G G G B W G ML G e AT A G Ghe G e G e T W G S W e G W e
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Over L0 disciplinary specialtieos are ropresented by the School's
teaching sntatf,  Dtatf mombers come from at least 15 countrioes.

ALl Zamorano  faculty are  involved in  both bagic and applied
rascarch, .

The: School’s traditional program includes 33 months of education
and results  in a technical degree (agronome). In 1987, a fourth
vear van added. The emphasis on both research and theory is much
greater in  the fourth-year program. Graduates of the program
receive a bachelor’'s degree and are required to complete a
research project. United States universities have already
honored this degree and will accept Zamorano graduates of the
four years straight into a Masters Program.
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I USHID/HCHDURAS

2 UNIVERSITY OF PUERTO AICO

5 UNTVEESITY OF MIMNESOTA

4§ ATD/HONDURAS

3 BOARD STCIENTE AND TELH-
NOLOGY FOR NTERNATICNAL
CEVELSPRENT

5 d.h, KELLIDG FOUNDATION

7 INTERAHERICAN FOUNCATION

8 FICH CULTURE EXTENSION
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TUMEALCR

15 INSTITUTD HONDURENG DEL
CAFE

16 3RHCO INTERSHERICAND [t
DESARRCLLE
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MENT IN HONDURAS
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10.453.04
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2,000, 00
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nuburn Uniiversity

Bank of Boston
Cargill Intorporated
CATIE

Contept de K.L.
Emily Pendaffa Fund
Fertica

G.E.
Fund

Wiright Memorial

Grace Foundation
Zemmuray Foundation
Kirchoff MMemorial Fund
La Curacao

Merosa Holdirng S. A.
Miobay Cecrporation
Oliver Grace Trust
Facifir - ruit Inc.
Ffizer Internaticnal
Rutgers University
Shell Honduras

Texaco Caribbean Inc.
University of Hawsai
University of

University of Fuerto

Rico

W. K. Kellogg

Wisconsin-

Foundation

Fountatr ons

fgrigenetic Coporation

Hancu Central de Hondurag
Banco de Republica Colombia
Cabot Family Charitable Trust
Cerveceria Hondurefia

Coca~-Cwla International $S.A4.

CIM (International Commttee for
Migration)

Esso Standard 0il
Honduras

S-A- ']

Garrmer Chariteble Trust

Grupo de Ahorro Hondurefio
International Foundation
Hershey Foods Corporation Fund
ICAITI (C. American Institute for
Industrial Research & Technology
National Research Council
National Science Foundation
Pacific Bank

Public Welfare Foundation Inc.
Quimica Integrada Honduras
Tela Railroad Co.

Twilley Seed Co.

United Brands Foundation
Minnesota

University of

Wallace Genetic Foundation



Table C.

G . Duvernment Grouos ano International Agencies
~ ASHAZUSALD (American -~ Berman Foundation for Inter-—
Cohools and Hospitals national Development (DSE)

fbroead)
Government of Belize
- fGarman HMiniszstry for

Economic Coorporation - Govermnment of El Sal vador
(EMZ)
- Government of Great -~ Bovernment of Honduras

Britain

- Interamerican Develop- - USAID Mission to Ecuador
ment Bank (IDE)

- USAID., ROCOP - USAID Mission to Fanama

- USAID Missicn to
Hondur as
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