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Off' t,. Itr v3-'7 
LOA NAG R E EM, E N T Dated J U L 1 S 1968 

bet'"een the GOVERNMENT OF THE REPUBLIC OF CHILE ('Borrol<rer") and' 

the UNITED STATES OF AMERICA, acting through the AGENCY FOR 

INTERNATIONAL DEVELOPMENT ("A~I .D. II). 

ARTICLE I 

The Loan 

SECTION 1. 01 The Loan. 'A.LD. agrees to lend to 'the Borrower 

in furtherance of the Alliance fo~ Progress and pursuant to the 

Foreign Assistance Act of 1961, as amended, an amount not to 

exceed two million five hundred thousand United States dollars 

($2,500,000) ("Loan") to assist the Bor!'ower in cal'l'yinp: out the 

Project referred to in Section 1. 02 ("Project"). The Loan shall 

be used exclusively to finance United States dollar costs of goods 

and services required for the Project ("Dollar Costs") and local 

currency costs of goods and services required for the Project 

("Local Cu~ency Costs"). The amount of the Loan used to finance 
. . . . 

the Local CUrrency Costs shall not exceed the equivalent of one 

million United States dollars ($1,000,000). The aggregate amount 

ot' disbursement under the Loan is hereinafter referred to as 

,"PI' inc ipal" • 

SECTION 1. 02. The Project. The Project shall con,sist of 

pre-:investment and feasil:rl.lity studies, together with ,related' tech­

nicaJ.:assistance, designed to assist Borr6~erin its e:ffort~ to' 
, ... . . ... '., ". 

, . . I • 

improve its sector planning and project identification. 

r."" 
i r'J.1 
:' 
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'1'ho Project is more tully described. in tlllner..l, attacheu .hcrato. 

'l'he rOO(:s anl'i ser'!icas. to beftilanctJc\ l.mt.er the Loan shall be listeu 

in the blplementatio~, lotters refcrre~ to in 3uction 9.03 ("Inplo:;l­

ontation L~tter311). 

~~si!i!~!!lli The Horrower shall uso lor the Project, in lieu oj;' 

an)r Unitcci States dollars that \ro:'lld otl.~ri/ise be disblU'sed unuer 

the Loan to ·~i.llance tl·c Local Currency Costs or t~l~ Project, 

any currencies ot!u~r than Unitea. States dollars thclt ~'L1ay bo~onc 

connection ,dth assistallce (other than the Loan) provideu. 

by the Unite(i States o:~ M.lcricu to the ;')orrO\iUr to the extent antl 

for tlie pt'.rposcs that A.I.Ii. anti tIle Borrollcr lilay at:rcc in liritin;'" 

,·i.ny sl~ch ·~~l.'nds '.lsed for the Projaet shall reullce 'i:lie ai:lount 

0':-' the J~oan (to the e=~tent that :i.t' sl~al1 not then have bL~en uis-

b'.!l"scd,) by an cqllivalellt a:l1ount or Uniteu States dollars CO'"l-

puted, as 0'; t!le dElte of tho a{~reeil1cl1t bct\iOen it..I.i), rulti tl.c 

00rrO\'/er as to thu ',lSC of such : Hmls , at the rate of uxcllange 

uei'inccl in tLe Special ~cttcr of Creltit liaplcmcntatioll Hel.lOrall(;'ul;1 

rcterrCli to :Ln S,,;ctl.on 7,02 as in ~f:fect 011 s,\ch uate. 
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ARTICLE II 

SECTICN 2.01 lnterest. The Borrower shall pay to A.I.D. 

interest which shall accrue at the rate of one percent (1%) per 

annum for ten years following the date of the first disbursement 

hereunder and at the rate of two and one-half percent (2i%) per 

annum thereafter on the outstanding balance of Principal and on 

any due and unpaid interest. Interest on the outstanding bale~ce 

shall accrue from the date of each respective disbursement (as 

such date is def~ed in Section 7.0/~), and shall be computed on 

the basis of a j65~day year. Interest shall be payable semi.­

annu~ly~ The first payment of -interest shall be due and payable 

no later than six (6) months after the first disbursement her·:3under, 

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

SECTICN 2.02. Reo§.yment. The borrol'ler shall repay A. I. D. 

the Principal within fort,y (40) years from the d~te of. thefj.rsJ~ 

disbursement hereunder in f.dxty··one (61) approximately equal semi­

annual insta.llments of principal and interest. The first install­

ment.or Principal shall be payable nine and one-half (9i) years 

after .the date 011 which tho first interest payment is due in 

aC,cordance with Section 2.01. A.I.D. shall provide the Borrm'ler 

ldth an amortization schedule in accordance uith this Section 

after the final disbursement under the Loan. 
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SECTION 2.03. '. Applicat ion, Currency and Place of Payment. 

,All payment of interest and Principal hereunder shall be made 

'in ,Unit'~d .St~te,B·dollars . and shall be applied first to the payment 

of 'interest ci~e .andth.en to the repayment of Principal. Except 

as A~ i. D~ may oth.erwise specify in writing; all such payments shall 

be made to. 'the Controller, Agency for International Development, 
. . 

, . .... 

Washington, D~C., U.S.A., and shall be deemed made when received 

by the Office of the Controller. 

SECTION 2.04. Prepayment. Upon payment of all interest and 

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

or any part of the Principal. Any such prepayment shall be 'applied 

to the installments of Principal in the inverse order of th~ir 

maturity. 

SECTION 2.05. Renegotiation of the Terms of the Loan. In 

light of the undertakings of the United States of America, 

and the other signatories of the Act of Bogota and the Charter 

of Punta del Este to forge an Alliance for Progress, the Borrower 

agrees to negotiate with A.I.D., at such time or times as A.I.D. may 

request, an acceleration of the repayment of the Loan in the 

event that there is any significant improvement, in the, internal 

ilnd external economic and financial position and prospects of the 

country of the Borrower taking into consideration the relative 

capital requirements of Chile and of the other signatories of 

the Act of Bogota and the Charter of Punta del. Este. 



., - .". -

An'nCIn III, 

Goudj.tions Precel1.cnt to Disburse'llellt .-----..... -_._-----------_._ .. _-
Conditions Preceuent to Initial Disb\lrsUjil~nt. - . _ .. __ . __ .. - --_ .. __ ._- _ .... _---. __ . __ .-

Prior to the ~'irst llisbnrsC;~limt or to tl:1J issuance of tlie first 

Letter of Cor'l'~itr,umt .mler tLc Loan, the ilorro\'rer sitall furnish 

tv A.I.D. ill for;'.1 anI.. s~ibstancc satis:actory to ~~.I.lJ.: 

(a) An cpj.nion of the Hinister of Jltst~cc or of .other cOllnsel 

accaptablo to A.l.D. that this A[~recmcnt lIas bean u .. dy .uuthol"izcd 

it cOllstit'·.tes a vali~ and le[;ally bin'inr obl:l:,;ation of the 

Borro.tor in accordance i/i.th all of its ter.:lSj anti 

(b) A stat\:Ment of the nancs of the parsons !:olc:.inr.; or 

acti,n? in tl;eot~1ice' 0.: tLe norrolrer specifi,-,.i 5,n Section 9.e2, 

and a. SpeCii'lCn si[,rlatHrc o.r ea.ch person spcci::ilJu in su.ell 

stateilent. 

tlisburse:'.li.mt or to th'3 ;.ss,·.ance of tho first Letter of CO;iuit.tlent 

with respect to eaclL praimrest',:lcllt stl!tiy, ana. each fasibUity 

St'l'i.y 111 the Public Sector, the Uorro\'1cr shall have ;:wt the 

conditions speci .. ·.:i.el~ in ncctiol1 3.01, ai'u, e~\.ccpt as ,i. .I.n .. ::;ay 

other,.,ise ai:·.ri!e in l'll'itin!!, shall :Lrnish to a.I.Ii.in for;qano. 
\ '.:: 

substance satisfactol"J to A. I.lJ. : 



(a) ',,~ \iritteh:statclilcnt,justifyinr:; tha det erfllihEit ion that, 

thc,pr~jcC~,tO'b~':s~u~i~'~;:is·'a p~ioritYPrOj~ct: irl"th~::~~O~Oi.liC' 
• "":"':,:' ,'j' ·"c ::r ',,', ~ '; .. ', ~:, ' .. ;:.:-:.:\' .'~ ,';' , . ' -

I" ."" 1. .,.- • ,. ", " 

dc,relopnlcnt .' of" ChH0; " 
:.' . 

(",' 

(b), Such inror;lIation conc~rllint' t~1c' scope, and., implementation 

oftllestuc.y as A.I.li. Filay l'Cq:!Ost, and 

(c) An c;':..1C~ltati contract for the study acccptcibloto ~ ... I.l). 

\dth a Cr":t acceptable to A.l.n. 

S~Cl·10:.J J. 03. i~ds!i~i.Q!!~l.P2Df.t~19}.l..$.._"r2~.cclent,: f!:cin".c~.l:­

~"1=_~1£.l. f~~.sjJ)JJi~~~i.91L.M1.j:lliLPr i va...~.e_~s.c.tor. Prior to tho ~ 

first cUsb~,trsei1eut or to tIle issnance 0: tllo first Lett(!r of 

COi'.1I":u.tuent to j
1 inance pre:tn\lest;':l~llt or ,:",caslbility stauies in tilC 

private sector, tile Horrower shall have hlct the conuitions specified 

in Section 3.01, and shall furnish to 'l.I.D. ill f.orm and substancc 

sat5.si'actory to, ... I.D. 

(a) i~ \n-ittcm statC:.lcnt (i(':si!,uatiu[; an a[cncl' or instr.,'TIlcnt-

ulity to auninistcr tJresc stmlios; and 

(b) li. letter ot in:(or;lati.on s.;!tting forth the policies, 
, . 

'c~itcria, nne: proceciurcs c:.ovcrnin~:: tha ;·.1a'dnL~, i'inanc:tllr;, ami 

't' ; l' t' ., tl t .. II :t 1za :!.on 0.: lese s .. \i:t.es. 

,SEC'i'IO?! J. Oil. J~~.,gj.'!=J:9.!!g.l 9'?!!9-j. ti!ll~.J!.'?.c£!cAll t'?.<?!i~,;.i£al 

~~s.~istal1ce.!. Prior to th1 ,~irst disbllrsc;'lcnt or to tl:c issua11ce 

o.t the '?irst Lettar o·.~ CO:lli·dtHent \/ith respect to ea.ch it~,il 
, ' 

of technical assistance, the ~lorro\'/er shall I~avc j'.let the: conditions 

~pcci':::iciL:i.nSection 3.01, an~ shall furllisll.to, i".I.J). inZOr\ll 
'. .' '. ,,' , 

http:inoriiat'.on
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;allt:.~ltbstimca' satisfactorrto .~.I.}).: 

(a}A,n":i.ttcn staf~iilcnt jllsti~:yin{~: the dator~'llil1ati,?n 

thn~ ~tho technical assistance to be nrlancec. is rcqLlircd: for tho 

achieve::tent ,0; 'the pnrposcsoi." tl:'e project, anu 

.(h) An e,;cc'.ltcu contract for the technical assistarice'accel't~ 

tlble to .:~. I. Il. \Ii th a firn acceptabl~ to n.. I.~ •• 

3.01 shall not liavu beon m~t \.,ithin hO days frOM the date oi' tl.is 

Atrec:'teut, or s'lch later, oate a,s A.I.l'. r,tay acrea to in \..rritin?, 

h.I.I~. at its option l'layterl;tinatc tltls l~!,:rec,I.l"'nt by ti\Fing \..rritt\!Jl 

notice to the aorrol.rer. Upon tba r:;ivinC of s~!ch notice, this 

iL~?rco.',el1·t ami. all ol>lications o~'the partios ,thereU11d.cr shall 

terminate. 

Prcc~dont to D'isbtlrse:'lont. A.I.}). s:;all notify the ilorrolfor upon -..... _ ... -.- ... --~ .. ''''. _ .. --_ ... - ... .. ,~.;-,- ' 

o.et,::r·'rlua-':ion L~r A.I.D. t~;,at the conuitions proccd~nt to u:i.sburs~-



,-'8 -

,P.ellcral Cov\!nan'ts ami\!arrantics 
-.---~". --... ---...• - ... ~---'~~ ... 

(a) 'J.lte :Jorrolier shall carJ1.r Oht the Project lti,th (iuc 

~lli~ once an(~ of ·~iciency, anci ill cOl1lor;-tity vi. t:~. SOtU1U. cllHineer-

ill[; financial, and ac1r,lin.i.strativc practices. 

(b) 'fhi:) i1orrOt{Cr shall cause the Project to bi,} carricJ out 

illcon'iorr.lity \(~_tl: all 0/ t}le contracts emu other arrallE::e;;' 

l;'1ents, anci. \'Iah all ),10l:Uications t:lerein, approved by; ... I.l.l. 

purs .. lant to tids acrcc:ilent. 

~o.!~~!,_!_ 'i'lt e .'lorrmofer shall provilie pro::iptly as floeded all 

'f~!Tlr.is, in a,"\ci.ition to the Loan, an,. all other reSO:lrces roquircu 

-"or the punctilal anti e~:fccti.v\! carryin.;; out of the PrQjact • 

. and A.I.D. shall cooperate :.~ully to ass:'!rc that tl.o purpose: 

oJ: t:l~ Loan \till bo accoj:lplisl,,~d. 1'0 this end, tIle 90rro\,rer 

C}1ll1 A.I.D. shall ?roi:l tino to .time, at th~ rcqt'.cst of eit!lcr 

. partj~a~o::chanre yict'ls t~tro7<~lt their representatives vUh rc£;arci. 

, •. ' to t 11C pro~:rcss 0"" the Proj;)ct, the por'fori',UUlcC by the Borro\:Ter 

0:.-:' its obll.f at ions _tn(:cr this Al':reC!llcmt ,and other IUatters 

relatin:.: tc tlr.lJ Project. 

http:Borrow.er
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. evic1.tmces or inuebtceness issi.led .Ul COllllcc'cion l,,,reldth shall be 

frcei:ro,':1, and the Prillcipal anu interest sl'.all be paid \dth-. 

out l:.eCi.1.icticn lor W,lU :'r~e fro:a, .. U1lr taxation or leesimll~s\3l1· 

i~.m'..er the lat'lS . in c {-'feet i.,lthir: th a co~mtl1' or' the Borroiror. 

'!'othe extent that (a.) an!r contra.ctor, inclI\Ji.ni:, anyconsultinc 

fir;i1, M.d ally property or transa.ctions relatin[: to sl.lch contra;:ts and 
"\ , 

.(b) an~T commodity "rocurement transaction .financed hereunder, are not 

o:::e::tpt froill il.1cntiilable ta':cs" tari;rs" UILt:tUS" and other levies. 

blPOSCO \m~!er la\'/s in a';'?ect in the cOlilltry of tile Dorrower" 

. t!lC lJorrovcr shall" as all(l to tLe e:=tcmt pr:ascribed oln anti p~~-

5' ,ant to IHplcli'\cntation Letturs" pay or rci"lb~rse the Sa:.l\3 lUlder 

Dectioli~.02 of this A;~TUa,~1(lllt ,,',til i'l'ntis other than those 

Htilj,zatioli. of Coods anu Ser-nces. _._ ...... _. r •. ___ ....... 0#'._, __ ...... '_._ .. _ ..... __ 

(a) ('OO(IS aud. services financed lUldcr the Loan shall b~ hseu 

exclusively for tJie Proj(~ct" e.(cept as il. I.v. lllay othur'fise a[.Tce 

in lait illf( • 

(b) ~xcupt ~s Il.I.D. r,laY' otLt!rl'/ise aLTce in .';1I"itil1~" t10 

~:oods or servfces·financer: under t;'~eLoanshallbe '!sed. to' pro-

.. :r,tota . orass!:stariy for(~i;)l ~id proj~ct· ~r ,activity associatcu 

t:r.ttb or f:'iI1~llcudbY' allY country not includQL. in Golie 935 of the 

k. l.D. r,~0~'raPl~icCOdcr.1001.;.'as in ·3l:'fectat tl-.e·tii·le 01: s;.lch lise. 

http:forei.In
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SECTION 4.06. Disclosure ofUateI'ia1 Facts andCiI'cumst2nces. 
. . 

,The;BorI'0'WeI'<I'epresents and waI'I'ants thctta11 facts and ciI'cums-
,. '"., 

. tances that··,{thasdisclosed OIl caused to be disclosed to 

Il .. LD. in the COUI'se of obtaining the Loan are ACCUI'ate and 

complete, and that it has disclosed to A.I.D., accuI'ate1y and 

completely, all facts And ciI'cumstances that might mateI'ia11y 

affect the PI'Oject and the dischar~e of its obli~n±ions under 

this AgI'eemcnt. 

The RorI'Ower shall pI'ompt1y inf~rm A.I.D. of any facts 

and ciI'cumstances that May heI'eafteI' arise that might mate:r.i;;1l1y 

affect ~ OIl that it is I'easonab1e to believe might materi.ally ?.ffect, 

the PI'oject OIl the dischaI'ge of the BorI'OweI"s obligations undeI' 

this Agreement. 

SECTION 4.07. Commissions, Fees and OtheI' Payments •. 

(a) BOI'I'OHeI' 1'1?!'l'ants and covenants that in c0nnection with 

obtaining the LoC'll, OIl taking C.ny action undnr OIl tdth 

I'cspect to this Ap,I'eement, it has not paid; 2nd will not pay' 

OIl agI'ee to pay~ nor to the best of its knoN1edge has theI'e been 

paid nor l'ri11 theI'€ be paid OIl agreed to be paid by. any' otheI' PCI'-

son OIl ent ity, commi9si.ons, fees or otheI' pnyments of any kind, 

except as I'egu1aI' compcnsi'I.tion to the DOr'rol'l<1I' , s full-tiJTIC officers 

an~ employees or as compons2ti~n fOIl bC'na fide ~rofessionR1, tech-

nical OIl comparable services. The B~"'I'OweI' shr.-11 promptly report 

to A~I~D.; any payment or agreement tC' p?y fOIl such bona fide 

professional, technicalo!' co!'ft!:li'!~?.bl~ Re'Y'v:i.cflR· to which' it is.' 
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. a party or of "/hich it has kno,,,10dge (indica'Unr': \I~ujther such 

payr.l\1nt has been ruiae or is to bo maue ,on a continf.~nt basis), , 

and i:: the aI:lO~lnt 01' any SI..lcl'tpaYlllont' is~~cl:1ed ,unrcasonabl~ by 

" I i\ ,l., .iJ., ttc sa;!le shall be aujtlst'co. in Q manner satisfactory to 

AL. 1.11. 

(b) 1hc 30ri'orrer ,,,arrants. and covenents that 110 payiJcnts 

have becn or ,dll be received by \:b~ Borrolror, or allY official 

servj:ces finnnced 1I.Crc .. 1ll1er, exccpt fees, tW{\1S or sirJi.lar paYli2rits 

lef',ally cstablisheL ill tLe CO'.mtry oX thOl 110rroh''Or. 

gorrolror shall ).1aintain, or caHSC to be maintllineu, in ac-

cor~lll1ce tiith SOLU1G accountillg principll.}s and practicos CQl1sist-

cntljr applied, books and records relating both to tr,c Proj"ct anti 

to this '·L:~~e~i'1Cnt. Sucl. boo:·,g ami. records shall,' \dthout 1il.\i1;a-

tion, be aucquate to sho\'/: 

(a) the receipt antl use lJa.de of toods and s",rvicos acquirco. 

l'1ith f~:nds ilisb\'rsecl from this Loan an~ from t!IC Borrower's 

(0) the natl1re and ~talt oJ:' solicitations of prospective 

suppliers or t;.oQUsanrl scrv.tces acquired; 

(c) the 'basiS of tl~e a\lard of contracts; anti 

,(d) the prozrcss oftlte Project. 

http:OI....08


Such boo!.s an records shall be re~larly uuditucl" in 

accordance \lith sOIl.nd auditing standards" for such 

}'1Cr.loc~ aUl; at spch int~~vals as.iL.I.D.l1ayrl3quir;!,· antislJall bl3 

::Ulintaineu for .rive l~ears after tlll3 date o:t the last disbt!rse-

J:lI3nt by ,a.I.D •. or 'until all SWlS (li.!c rio.I.l). ~Il1Ciur this Aereencnt 

i".cl.ve been paili., \oJllicl~cv~r date shall first occur. 

SEC'i'I01r 4.09. !le'p~r.~...!.t.. 'ille Dorro\rer shall furnish to !l.I.j) 

stich infor';&ation anl! reports r~latinr. to the LOaIl.and. to .the 

Project as ~.I.ll. i:1ay rcqm~st. 

SEC'rIm: ·;·.10 !E~.p.0ct.ipll.!- 'l'h~ al\t!lorizedre.proscritnt~;,,,:ss •. ' 

0',: A.I.I>. shall have tl:c r.irht at all ruasonablc tiiacs'to inspect; 

th c BOrrO\'lcr' s bool:s" records ami otlmr tlocunonts r datill[ 

to the Project and the Loa11. ','he :.JorrOlfer shall cooperate. '1i"i:!~ 

A.I.fI. to facilitate sltch inspections and shall permit reprJs-

cntatives of A.I.n. to visit MY part o:C thl:: country of .tho 

norro\,~r for any pl!rpose relatinr' to the Loan. 
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§.ri.c£!.1!!.. COY~!l.~.n£!L.@-.~..J:~D.!1..t.ies 

SECl'IO?\ 5.01. Li!!'J.~ati~mLQ~..§..~!:£Lies·. ~Ione ol'tll iJ,i,UllUS' 

I:Ulti~ . availa!Jl~ unuer this Loan ;.1ay be itse<l to financo ';loi;~in[ 

and Urball :~~valop;~nt Stl1c.ics. 

(a) :!orro~1'~:r si:tall ua'.~ Q\railahlc .tor the Project frau 

its Oim resor.rces, tJ.e oqr.ti val~nt of at least tt10 ::tillioll Uni tc~ 

States dollars (;';2,OOO,tlGO). ',!itll respect to local curr~nc~r ~laa.c 

availabl~ for this pllrpos~, t!:c dollar eqliivalellt sLall U/J (~ct'~r-

l:ti.nC(~ by appl:;rinr the rato of e~=chan! c spccifiou in Section 7 0 02 

as o:·~ the dat~s on \·mich the :Jorrotror disb;.:rscssaicl. local 

currency :(or the Project. 
. . .' 

(b) rJorrctrer shall :,:Ia',;e available the funo.s speci,L"ieu in 

subsect~,on (a) in thre~ a!lpro:dnatelJr ecpal annnal installnonts, 

for the Calendar Years 19GB, 19(,9 nnci. 1970. Dorrot{'.!r sliall 

.' (Li.sbitrs\! S:lc!, 'f"!1l(:s to '?inanc;J stntlics anu tccl~nical assistance 

on all ap!>ro.. .. d.Elatel)' pari passu oasis u,i.tl, the fl!nJs ::Ia(!e 

available l;JlIier thio Loan. 

http:subsect'.on
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ARTICLE VI 

Procurement 

SECTION 6.01. Procurement from the United StRtes.Bxce9t 

as A. LD. may otherwise agree in l'7I'iting, disbursement made 

pursuant to Section 7.01 shall he used exclusively to finance the 

procurement for the Project of goods ?nd services, includinr. 

ocean shipping and marine insurMce, he.ving bC'th their source 

and origin in the united Stp..tes of America. 

SECTION 6.02. Procurement from Chil~. Disbursements made 

pursuant to Section 7.02 shall be used exclusively to finance 

the procllrcment for the Project of goods and services (nC'tt includinp.: 

ocean shippinp, or marine insurancc,neither of which may be 

financed with disbursements made pursuant to Secti~n 7.02) having 

beth their source and origin in Chile. 

SECTION 6.03. Eligibili ty DfI.te. F:xcept as A. I. D. mf.W 

otherl'lisE: agree in writing, no ppods Ol'" services may he financed 

under th~ Loan which are procured pursuant to orders or contrects 

firmly placed or entered into prior to the dC'.to of this A~ee-

mente 

SECTION 6.01i. Goods and Services Not Finanoed Under Loan. 

Goods and servioes procured for the Project, but not financed 

under the Loan, she.ll hi'lve their souroe and crigin in countries 

included in Code 935 or the 1\. I. D. GE:ogr~.phic Code Book as in 

Gffect at the time orders are placed for such goods and services. 



.'lhe ,1efillittons applicable to tit\! clif.:illility rcq~~ironents 0:2 S~c-

ontation Letters. 

SEC'fIOiT G.O~. Contra<:ts • ..... _.> .. - .... ----.. 
(a) il11 dOCl.l'li~Cl1tS rolatfJa to t~lC solicitation of proposal~ 

ralatin~T to ~:oocis 11.'0, servicus :::":,ncll1ced lUluer tlt~ Loan sl'.all bo 

a!>pro,re~ by ,~. 1.1>. in ~'Jri tine pr~.or to 'their iSS1.1ancc. nIl 

contracts ;~i.l1ancer. lmder tile Loan sLall be ap;>roved. by , •• I.l!. in 

t'Jritini:: prior tu their e~:\!cutinn. ~iater~.al iloC:ifications iusuci: 

contracts shall alst:' be a!>provac.. by lj,.I.D in \n-it.i.nl~ prior to thoir 

bCCO.Ul1f" ~ffective. 

C:oc:I.l'lents rclatinr' to roods and slJrv:i'cestir,allcccl unGer the Loan 

shall be in tlJr::)S O'j':' Unitcl~ States stanuarl~S anu .:lOJCl.StlrC.;"ltmts. 

SZC'i'Im~ G.07. I1casonablc Price. [0 itlOre than reasonable --._--_.'---_ .. 
prices shall be paid ';or any ;"oods or serv lces ::ilU\llC~U, in 

. \'1holo or in part, under tb.~ Loan, as ·;.Ior~ f,tlly Qcscril>cd.in 

I::lplo;1cnta tiol1 Ldttcrs. Sl;d-, it C::1S shall be procured on a lair 

an'.::, c:.{ce~t ;'or pr";;'~ss': onal services, on a ~o:i1pctitivc basis in 

ll.CCorlk'Ulce l'lith proc~u::rcs th~r .. n'or proscribed 'in. Ii!lPl~i~I • .mtat.1,or~ 

Letters. 

(a) r.oo.:"s proc:irec: fro;.l tLc Uniteo. States ana. i:'iuanceci uncier 

t~'m L0«111 shall bo transport,~(j to the country ct -the Horroto'or 

http:pliwtat.or
http:proceu.xs
http:ateri.al
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on :rIar carriers oluny countlj.r in\:hld~d ill Coda 935. of i:h~ 

X.~.l). Ceo{,'raphic .code Joo:: as in lJ:tfact at tlt~ t:iJ:l~ of ship",lcnt. 

(b) l'~t least tiftr percent (SO~) of ~i'i0 tross l:Onn8t::c of 'all 

::;oo~ls proci.1l"c~i ·:Oron the :Illitll<.i States al1u. fJ.nclncod urH~er tIle Loan 

(co;.lpnted separatel~" 'for dr3' L.T. carriers, dry carre liners lll~\". 

tnli! 'crs) \;lhid1, shall. be tra.nsportU(L 011 ocean VJsscls shall be 

tran'sported ot\ privat.:)I~~-ol'mcC: Unitec. States-fla:;· conmercj.al v\!ssels 

i.nlcss ·A ~ I.l~. s~1all ui::t\:rq5 .. ne tllat suer' vessels aro not available 

at 'fair and reasonable rates ~'or iJniteu Status flaD cOlJ1:mrcial vcssc.!ls. 
'. ' .... " . '.',~ . 
;"0 sUc!', I,:OOl!S ;,!il)" be transported on any occ;t,n vessel (or aircra;:'t) 

, '., . . . 
(1) \'lii.icil ii..I.r..~ in a notice to t!~.1· :1orro\/er, bas (J.esi.j:n~t~u';s 
. . . 

illCH.;::iblc to carry A. I.}). firu.ncoti coods or (ii) lihich has bO~ll 

c~tartered for t:·.e carriace of .~.I.ll. financed. l~oocis lInl\lsssucil 

c:1arter has been approvoJd by .... I.IJ. 

(e)· . If in connection l'litli the plac~r.tcut 0'1" narlnc insllranco 

on s~iipll1Cnts financed ~/.nt:;er Un:i.ted States legislation authorL~illr 

. assistance to other nations, th~ CO~:lltr.,~ of. the ilorrol'/er, by 

statute, lh~crel.!, r',tlo or re:~\llation» favors any l;\aril1~ ills ... ranc~ 

COi:lpany 0: ill1r cO:\11tr:,. over aUl' ;:Jarine insi'rance cCi.lpany a~ltllori~eli 

to Coo h IS' ll-;;)SS in any stat!.! of t;,IC united Stat~s of iI.!:laricll, 

~\'ooci.s proc'"ruJ ,'ro:!1 t1',c United Stat~s anu l:inanccd .Uhler tne 

Loa.n shall t.:.:'ilrinr: ti a contin(;a'lcc of such a:i.scrinination he 

ins,·roil ar..ainst !aarina ris:' :i.11 tli,u Ul15.'tcu Status of AMorica 

\l"it~l a CO!ill'll.ilY or co,.lpanios ll,·,!t' or.i.zelL to do a fulrino insuranco ,. 
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(IJ) 
. ','. . 

~fha ~orrot'lQr'shQllinsura, or .CQhSe to bl! lllstireel. nll 

fOOCsprocurctl in thc Uni~QdStates nnLl ttnanccu.ltridcrthc.~uh 
~,~~ainstrisl;sil1cidcnt to' t:-·eir transit to the point 'of . i;;eir' 

usc in the Pro~ect. Such insurance g)',all be issucu upon ter::1S 

and conditions consist~nt tlith sOim~ COl'L';lercial practice, shall 

ins.trc the full value of. the .(~oods, anJ. shall be payable in the 

currency in which s~!ch f;oods uere financed. d,t1y ino.cLlnL:'ication 

rcceiv\l(.l uruier sllch insurance sitall be tlsl!d to replace or repair 

any ,':aterial ua:lQf:e or any loss of the :.~oods insilred or shall bel 

l:s~d to rcil'lbllrSC the insllred for t~i.e replaciu.lont or repair of 

sHch r;oolis. zLny such replacencnts shall be of U111te~ States SOUX'.ce 

anrl o~if:in and otb.crt'lise subject to the provisions of this A~~rce-

nCllt. 

SEC'l'Iun h.09. NP~g.:t~At!::!~,~~_.t.£.p'p~~ia!..Su.p.l?.~j.£~§~ In orucr 

that all United States fir:.s sliall have the opportlUlity to participate 

in.-Z~trnisltintr roods and serviccs to be financeu i.lllu~r the Loall, 

thO! IlorrOtfer shall rurnish or cause to be J:'\lrnish~d to A.I.~. s.lch 

rJqi:est in !J.lpl\li:l,=ntat.ion Letters. 

or. calise to b\l f,iVCll publicity to tha Loan ami. th~ Project as a 

pro~~r~n of Unite('~ States aid in furtherance of the li.llian~c lor 

Prop'ess. 
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ARTICIE VII 

Disbursements 

SECTION 7.01. DisJ,mrsement!:L tor United States Dolla.;, Cc:U;.lL::. 

Letters of Conunitment to United Staten Banks. Upon satisfaction of =..;;.;;..:;;;...;;;....;::=--====::.;;....-.::....===,;;:....;::..;;.::::.;:;..:-:;:.:-.=.;;;==-= . •. .. . .. 

conditions precedent, the Borrower may, from time to time, reque~t A.I.D~ 

to issue Letters of Commitment for specified amounts to one or more Unit~d 

States banks, satisfactory to A.I.D., co~itting A.I.D. to reimburse 

such bank or banks for payments made by them to contractors or suppliers, 

through the use of letters of credit O~ otherwise, for Dollar Costs of 

goods and services procured for the Project in accordance uit~l. .. the 

terms and conditions of this Agreeme..,t. Payment by a banIc to a contra.c-

tor or supplier will be made by the bank upon presentation of such 

supporting.documentation as A.I.D. may prescribe in Letters of Commit-

ment and Implementation Letters. Banking charges incurred in connection 

with Letters of Co~itment and Letters of Credit shall be for the 

account of the Bort'Ol{er and may be financed under the Loan. 

SECTION 7 .02. ~~ements for LOf~al Cu:'rencx Costs. Upon 

satisfaction of conditions precedent, the norrower may, from time·to 

time, request disbursement by A.I.D. of local currency for local 

Currency Costs of goods and services procured for the Project in 

accorda.nce with the terms and .conditions lIf this Agreement by submitting 

to A.I.D. such supporting documentation as A.I.D. may preocribe in 

Implementation Letters. A.IoD., at its option, may malee such disburse­

~ents from currency of the country of the Dorro~~r owned by the U.S. 
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Govemmentand obtained by.A~I ~D.,with United States dollars, .. or obtained 
, i ",.. '. " . • • _ ,." '. 

wi t:h Un! ted, States' dollar~in acco~~:ce' with tpe'provisions o/',the 

Special Letter of Credit Implementation Mei:torandUm dated June IS" 1964, 
. " ". 

between Borrower, the Central Bank of ChUe and A.I.D. as amended, from 

time to time except that dollars provided under the A.I.D. Standara' 

Comodity Financial Procedure. The United States dollar amount of the 

Loan disbursed, under this Section will be the United States dollar 

equivalent of the disbUrsements of local currency determined at the 

rate of exchange atltitich' the local currency was generated by the Central 

Bank. 

SECTION 7.03. Other Foms of Disbursement. Disbursements of the 

Loan may also be made through such other means as the Borrower and 

A.I.D. may agree to in writing. 

SECTION 7.04. Date of Disbursement. Disbursements byA.I.D. 

shall be deemed to occur: 

(a) in the case of disbursements pursuant to Section 7.01, on 

the date on,which A.I.D. makes a disbursement to the Borrower, to its 
, " 

'designee,,' or to a banking institution pursuant to a Letter of Conunit-
",t • 

:m~nt,'and 

, '(b) 'in the case of disbursements pursuant to Section 7.02; 'on 
'.. .' ",,' :.:" ... 

the date ,on which A.I.D. disburses the local currency to theBorr~Wer 

01" its designee • 

SECTION 7.uS. Tenninal Date for Disbursement. ~ceJltasA.l~D. 

may otherwise agree in writing, no Letter of Connit~nt or other 
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commitment docwnents which may be called for ,by another form ofdis~ 

bursement under either Section 7 .02 or Section 7 .03, ,or amendment 

thereto shall be issued in response to ~quests received by A.I.D. 

after April 30, 1970, and no disbursement shall be made against 
... -

dOCU&tentation received by A.LD. or any bank described in Section 7.0J 

after October 31, 1970. A.I.D., at its option, m~ at any time or 

times after Octolier 31, 1970, reduce the Loan by all or any part 

thereof for which Clocwnentation was not received by such date. 
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ARTICLE VIII 

Cancellation" and Suspension 

SECTION 8.01. Cancellation by the Borrower. The Borro~r may, 
':,,; 

withthepri'or written consent of A.LD., by written rioticetoA..I.D. 

cancel any part of the Loan (i) which, prior to the giving of such' 

notice, A.LD. has not disbursed or committed itself tOdishtrseor 

(ii) which has not then been utilized through the' i~s~ance of irrevoca­

ble Lett'.lrs of Credit or through bank paymentS" made other than under 

irrevocable Letters of Credit. 

SECTION 8.02. Events of Default; Acceleration. If any orie or 

more of the folloldng events ("Events of Default") shall occur: 

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

or instaJJ.ment of Principal required under this Agreement; 

(b) The Borrower shall have failed to co~ply with any other 

provision of this Agreement, including, but without limita­

tion, the obligation to carry out the Project with due 

diligence and efficiency; 

(0) The Borrower shall have failed to pay when due any interest 

or any instalment of principal or any other payment" required 

under any other loa.'l agreement, any guaranty agreement, or 

~y other agreement between the Borrower or any of its 

agencie~and A.I.D. or any of its predecessor agencies, or 

shall have failed to comply ,dth any other agreement, 

memorandu~ of understanding, exchange of letters or similar 

understandings bet"treen Borrower and A.LD.; then A.LD. 

~, at its option, give to the Borrower notice that all 
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,or any part " of: the· unr'epaid Principal, shall be due 'arid> payable 
,., . ' ." .'. ", .~, , .' .' .." '", ", . . . 

cured'Withinsuch~ixty (60) days: . . '. . . 

{i) " such unrepaid Principal and any accrued intere:Jt hereUnder 

shall be due and payable immediately, and 

(ii) the amount of any further disbursements made under then 

outstanding irrevocable Letters of Credit or otherwise 

shall become due and payable as soon as made. 

SE~TION 8.03. Suspension of Disbursements. In the event that 

at aiiy time: 

(a) An Event of Default has occurred; 

(b) An :event occurs that A.IoD.determines to be, an extra­

ordinary situation that makes 'it, imProbableei~her tha~the 

'purp~s:e, of the 'Loan • will be attained ,or that" theBorro~ler 
. . ' . '.,' 

will be able to perform its obligations Wlder this Agree-

(c) :Any dis burs ement, byA • I. D. would be in, viola'tion of the 

'legislation governfngA '. I • D • "or ' 

(d) , The Borrower shall have failed to pay when due ~yinterest 

or any installment of principal or any other payment required 

under any other loan agreement, any guaranty agreement or 

any other agreement between the Borrower or any of its 

agencies and the Government of the United States or any 

:of ,its ,agencies; 

th'en A~I.D" may, at it3 option: 
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(1) Suspend or cancel outstandingcornmitment documents·to.the. 
. ., '. . . . .' . '," 

of:irrev~cable Let:ters of Credit or throu~bank-paYments 
,', .. . - ,',':.". . .. 

which event A.LD. shall give-not:tce to the BorroWer· 

promptly thereafter,· 

. (ii) Decline to makedisb1JI'sementsother than under outstanding 

·conmdtment documents, 

(ii~) Decline to issue additional commitment documents, and 

(iv) At A.LD. Is expense, direct that title to goods finance 

under the Loan shall be transferred to A.I.D. if the goods 

are from a source outside the country of the Borrower, are 

ina deliverable state and have not been offloaded in ports 

of entry of the country of the Borrower •. Any disbursement 

made or to be made under the Loan with respect to such 

transfeITed goods shall be deducted from Principal. 

SECTION 0.04. Cancellation by A.LJk.; Following any suspension 

of disbursements pursuant to Section 8.03, if the cause or causes for 

such suspension of disbursements shall not have. been. eliminated 

or corrected within sixty (60) days from the date of such suspension, 

A.IoD. may , at its option, at any time or times thereafter, cancel 
. . 

allor any part of the Loan that is not then either disbursed or sUDject 

to·irr~vocable Letters of Credit. 
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SECTION B.05. Continued Effectiveness of Agreement. Notwith-. 

standing· any cancellation, suspension of disbursement or acceleration 

of repa~ent, the provisions of this Agreement shall continue in full· 
.,. 

forcean·d effect until the payment in full of all Principal and any 

accrued interest hereunder. 

SECTION 9.06. Refunds. 

(a) In the case of any disbur8e~rit not supported by valid 

documentation in accordance with the·terJ:lS of this Agreement, or of 

any disbursement not made or used in accordance with the terms of 

this Agreement, A.LD., notwithstanding the availability or exercise 

of any of the other remedies provided for under this Agreecent, may 

require the Borrower to refund such amount in Ulrl:ted States dollars 

to A.I.D. within thirty days after receipt of a request therefor. 

Such amount shall be made available first for the cost of goods and 

services procured for the Project hereunder, to the extent justified; 

the remainder, if any, shall be applied to the installments of P.rincipal 

in the inverse order of their ~aturity and the amount ~f the Loan shall 

be reduced by the amount of such remainder. NotWithstanding any other 

provision in this Agreement, A. I .D.' s rir,ht to require a refund with 

respect to any disbursement under the Loan shall continue for five 

years following the date of such disbursement. 

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

supplier" or banking institution, or from any other third party con':" 

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

the Loan, and such refUnd relates to an unreasonable price for goods 

ifD 
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or services, or to goods that did not conform with specifications, 

or to services that were inadequate, A .I.D. shall:first malee ~uch 
, " ." . -" . . \ 

refUnd available for the cost of goods andservices'procured'for the 

Projecthereunder, to the extent justified, the remainder to be 

applied to the installments of Principal in the inverse order of their 

maturity and the amount of the Loan shall be reduced by the amount 'of 

such remainder. 

SECTION 8.07. E!penses of Collecti_o~ All reasonable costs 

incurred by A.I.D., other than salaries of its staff, in connection 

with the collection of any refund or in connection with amounts due 

A.I.D. by reason of the occurrence of any of the events specified in 

Section 8.02 may be charged to the Borrower and reimbursed to 

A.I.D. in such manner as A.I.D. may specifY. 

SECTION 8.08. Non-Waiver of Remedies. No delay in exercising 

or omission to exercise any right, power, or remedy accruing to 

A.I.D. under this Agreement shall be construed as a waiver of any of 

such rights, powers or remedies. 
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ARTICLE IX 

Hiscallaneous 

SECTION 9.01. Communications. Any notice, request, document 

or othercornmunication given, made or sent by the Borrower or A.I.D. 

pursuant to the Agreement shall be in writing or by telegram, cable 

or radiogram and shall be deernedto have been duly given, made or sent 

to the party to which it is addressed When it ° shall be del:i.ver.ed too 

such party by hand or by mail, telegram, cable. or radiogramOat\tlte 

following addresses: 

TO BORROHER: 

Mail Address: Ministerio de Hacienda 
Teatinos - 140neda 
Santiago, Chile 

Cable Address: l-UNHACIENDA 
Santiago, Chile 

TO A.LD.: Mail Address: US AID Hission 
American Embassy 
Santiago, Chile 

Cable Addres s: AHEMBASSY 
Santiago, Chile 

Other addresses may be substituted for the above upon the giving of 

notice. All notices, requests, communications and documents submitted 

to A.I.D. hereunder shall be in English, except as A.I.D. may other-

wise agree in writing. 

SECTION 9.02. Re~resentatives. For all purposes relative to this 

agrrement, the Borrower will be represented by the individual holding 
• ° 

or acting in the office of Minister of Finance and A.LD. will be 



represented bytheindividualholdirig or acting in the Office 
,; , " , ",.,';. .... .','", .' . " ", 

~f 'Director, United States AID Hision t~ 'Chile~:Such,'i1ldividuals shall 
'. _. "'- '-,",':"' ,,".:. .,'," 

have the authority to designate by written n~fi~eadditiorial 'represen­

tatives. In the event of any replacement or other designation of 

a representative hereunder, Borrower shall submit a statement of 

the representative I s name and specinlen.~·.;~~~:s.ignature in forn and 

substance satisfactory to A.I.D. Until receipt byA.I.D. of written 

notice of revocation of the authority of any of tho duly 'authorize d'..repres-

entatives of the Borrower designated pursuant to this Section, it may 

accept the signature of any b1lCh representative or representatives as 

conclusive evidence that any action ~ffected by such instrument is 

duly authorized. 

SECTION 9.03. Implementation Letters. A.I.D. shall from time 

to time issue Implementation Letters that will prescribe the 

procedures applicable hereunder in connection with the, implementation 

of this Agreement. 

SECTION 9.04. PromiSSOry Notes. At such time,orr-:i.mes ;as 

A.I.D. may request, the Borrower shall issue'pI-omisorY notes or . ,," - , ,:' " 

such other evidences of indebtedness with respect to the ~oari, ' 
in such forn, containing such terJ:lS and supported by such legal. 

opinions as A.I.D. cay reasonably request. 

SECTION 9.05. Termination Upon Full Payment. Upon'payment 

in full of the Principal and of any accrued interest,this,Agreement 
. . . . ,,,.-:" .: . .t"f 

and 'all obligations of the Borrower and A .I.D. under',thi~ LoahAgreer.tent 



-20-' 

shall 'terminate. 

IN l1ITlJESS HHEREOr. Borrower and the Unit~d:;Sta'tes of America, ' 
.. ". 

each c;tcting through its resoe~tive d~ly'authorized'rep~e~ent~tiv~, 
:,., -

have'caused this Agreement to hesign~d, in':thei~ names arid delivered 

as of ,the day and year first above~~itten. 

THE GOVERNl1ENT OF THE REPUBLIC OF CHILE 

By: 
--------~A~n~d~r~e~s~Z~"a~l~d~i~v=a=r----------

Title: Minister of Finance 

THE UNI'l'ED STATE8 OF AMERICA 

By: 
--------~E~d-wa-r-d~f~f.~K~o-rr-'-,'----------

Title: United states Ambassador to Chile 



ANNEX I 

~iption of Project 

A. The project, totalline the equivalent of four million five hundred 

thousand United States dollars ($4,500,000) consists of the following: 

1. To be financed fror.1 loan funds: 

(a) Preinvestment and feasibility studies for projects of high 

~iority in the development of Chile. These shall be in 

the public sector, except that not to exceed seven hundred 

and fifty thousand dollars ($750,000) of the Loan may be 

used to finance preinvest~ent and feasibility studies in the 

private sector. 

(b) Technical Assistance to ~encies and ministries of the Govern­

ment of Chilli d~signed to improve sector planning, pro~£! 

identificatio~nd the overall budgeting process~ 

2. To be financed from Borrower's Contril?ution: 

(a) P~einvestment ~~E_fcasibility studies for projects of 

highl..LP!iority in the developlJent of Chile. 

(b) Tech!lical.~ssist~e t"£> __ <lli.~!l.£ies and ministries of the 

Government of Chile, designed to improve sector plafilling, 

Project identification and the overall budgetin~ prQces~ 


