
A.I.D. LOAN No. 525-L-037
 

LOA!I ACREENFNT
 

Between the
 

FEDERATION OF CREDIT UNIONS OF PANAMA
 

and the
 

UNITED STATES OF AMERICA
 

6 i/IDated: JUi 



A N U .L 0 A G R E E M E N T dated j. ;,,i between 

THE FEDERATION OF CREDIT UNIONS OF PANAMA ("Borrower") and THE 

UNITED STATES OF AMERICA, acting through the A;ENCY FOR INTERNA-


T IONAL DEVELOPMENT ("A. I.D."). 

A;ATICLE I 

The Loan
 

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

in furtherance of the Alliance for Progr,_ss and pursuant 
to thu
 

Foreign ,ssistance Act of 1961, as arnindtd, an amount not t) ,,xccd
 

One MiI ion Nine Hundred Thousand 
 Uni t,d Status Dollars (Si,900,000)
 

("Loan") to assist 
the Borrok..;er in carrying nut the Project rcferred 

to in Section 1.0? ("Project''). 

SECTION 1.02. 
 The Procot. Th project shall consist of expand

ing the operations of the Borrower. Thu Borrowur will act as an
 

intermediate credit institution, and ,,ill us(-
 thu loan for sub-lending 

to affiliated Credit Unions, except that 
up to $200,000 of the Loan
 

may be used to finance operating expenses or 
tcchnical assistance
 

expenses incurred by the Borro .,ur during the 
initial 
years of the project.
 

The project is more fully d,-scribed in Annex I, attacheJ hereto, which 

annex may be modified, consistent with the foregoing, by agreement of the
 

representatives of Borrower and A.I.D. designated under Section 9.02
 

of the Agreement.
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A.,TICLE II 

Loan Tarms
 

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

interest which shall accrue at the rate of tvio percent (2%) per 

annum for seven years following the date of the first disbursement 

hereunder and at the rate of thr,,, p.rc,;nt (3/) per annum thereafter 

on the outstanding balance of Princip'2l 
and on any du: and unpaid
 

interest. Interest on 
the outstanding balance shall accru,_, frcm the 

date of each resp .ctiv,. d~sbursumcnt (,- such dcat, is c.fin,:d in 

Section 7.01:), and shall be computed on th- basis of a 365-day year. 

Interest shall be payable semiannually. Th. first payment of interest 

shall be due and payable no later than six (6) months after thj first 

disbursement hereunder, on a dat, to bL specified by A.I.D. 

SECTION 2.02. ,epaym,-nt. Th - Borrower shall repay to A.I.D. 

the Principal within twenty-five (25) years from, the date of the 

first disbursement hereunder in thirty-s,.v,,n (37) approximatuly equal 

semiannual installments of Principal and int,:r,:st. The first install

ment of Principal shall be payabl-, si; and on,-half (6-1/7) y.ars after 

the date on which the first int,_r~st rayment is duu: in acCordanc- v.,ith 

Section 2.01. 
 A.I.D. shall provide the Borrov,,:r with an amortization 

schedule in accordance with this S,ction after the final disbursement
 

under the Loan.
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SECTION 2.03. 
 Special Payment Procedure.
 

(a) If prior to the date when the first interest payment is
 

due, A.I.D. shall 
notify Borrower in writing that the Government of
 

the .epublic of Panama ("Government"') has so elected, Borrower, until
 

A.I.D. gives notice otherwise, shall discharge its obligations to
 

make payments pursuant to this Article and, 
if A.I.D. so directs by
 

notice, by making all 
such payments in accordance with the terms of
 

this Agreement to Government in Balboas (rather than to A.I.D. in
 

dollars), the applicablo exchange rate to be the 
lowest rate at which
 

Borrower, on the date of payment in balboas 
to Government, could have
 

lawifully purchased dollars to meet its obligation to pay interest and
 

principal to A.I.D. in dollars had 
it been dischnrjing its obligation
 

by direct payments to A.I.D.
 

(b) '%eceipt by Borrower of notice of election pursuant 
to
 

Section 2.03 (a) shall 
not terminate those payment obligations of
 

Borrower to A. .D. under this Agreement which have not been dis

charged in accordance with the terms of this Section or 
the rights of
 

A.I.D. with respect thereto or any other rights of A.I.D. under this
 

Agreement.
 

SECTION 2.04. Application, Currency, and Place 
of Payment. All
 

payments of interest and Principal hereunder shall b- applied first
 

to the Payment of interest due and then 
to the repayment of Principal.
 

Except as A.I.D. may otherwise specify in writing, all such payments
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shall be made to the Controller, USAID Mission to Panama, and shall
 

be deemed made when received by the Office of the ControllLr.
 

SECTION 2.05. Prepayment. Upon payment of all intercst and
 

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

part of the Principal. Any such pr:,paym,-nt shall be applid to 

the installments of Principal in thw inv,:rs, ord,-!r of thcir maturity. 
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ARTICLE III 

Conditions Precedent to Disbursement 

SECTION 3.01. Conditions Pre.ccd,.,nt to Initial Disbursement. 

Prior to the first disbursemunt or to thK issuance of th2 first Let

ter of Commi tment under the Loan, the Borrowe,-r shaIl, -xc--pt as Bor

rower and A. I .D. may otherlii se agree in wr it i ng, furnish to A. I .D. 

in form and substance setisfactory to Borrow st and A. I.D.: 

(a) An opinion of counsel acckcptabI. to A.I.D. that this 

Agreum.nt has been duly authorized and/or ratified by, 

and executed on behalf of, the, Borrower, and that it 

constitutes a valid and legally binding obligation of
 

the Borrower in accordance with all of its terms;
 

(b) A statement of the names of the persons holding or acting 

in th office of th, Borrower spccifited in Section 9.02, and 

a specimen signaturu of each person spe.cified in such
 

statemeot ; 

(c) Financial statements for the year ending December 31, 1970 

audited by an independent firm acceptable to A.I.D.; 

(d) An implementation and evaluation plan satisfactory to 

A.I.D. This plan shall inclu-L but cot be limited to, the 

Borrower's lending policies and regulations, its regulations 

concerning capitalization of th; Borro, ier, and its proce

dures for making credit available to menb,r credit unions; 

http:Agreum.nt
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The plan shall be submitted with evidence satisfactory to
 

A.I.D. 	 that the plan has b2cn approved by the Board of 

Directors (Consejo do Administraci6n) of the Borrower; 

(e) Security for the Loan will be provided as agr,,cd upon in 

Sections L: and 5 of thu Loan Agreecment. 
SEC]TIOi,! 3.02. Terminal I)ates for 'letinq Conditions Pracednt 

to Disbursemunt. If all of the conditions specified in S2ction 3.01 

sha1 not hav beean met by July 31, 1971 or such lat, r dat- as A.I .0.may 

agree to in w.iriting, A. I.D. at its opt ion, may terminate this Agree

ment by giving writtun notice to the Borrower. Upon the giving of such 

notice, this Agreement and all obligations of thu parties hereund-r 

shall terminate. 

SECTION 3.03. Notification of ?'keting of Conditions Prucud&nt 

to Disbursement. A.I.D. shall notify th. Borrower in .-ritlnj upon 

determination by A.I.D. that the conditions precudent to disbursement 

specified in Section 3.01 have been met. 
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ARTICLE IV
 

General Covenants and '/arranties
 

SECTION 4.01. Execution of the Proj_ ct. 

(a) The 3orrower shall carry out the Project with due dJiligence 

and efficiency, and in conformity with sound cooperative, financial, 

administrative and manage,ment practic, s.
 

(b) Thu Borrower shall cause; th, Project to be carriod out in 

conformity with all of the plans, specifications, contracts, schedules, 

and other arrangcments, and with all modifications thcrcin approv,: by 

Bnrrower and A.I.D. pursuant to this Agreement. 

SECTIOi, 4.02. Funds and Othur esources to b, Provided by 

Borrot-ter. The Borrower shall provide promptly as need~d all funds, 

in addition to the Loan, and all other resource:s requir:! for thc. 

punctual and effective carrying out, maintenance;, and operation of the 

Project.
 

SECTION~ b:.0 3 . Continuing Consultation. The Borrower and A.I.D. 

shall cooperate fully to assure that the purpos,- of th, Loan will be 

accomplish,d. To this und, the Borrower and A.I.D. shall from time 

to time, at the request of either party, exchqng,: views through their 

representatives with rugard to the progr.,ss of thu Project, the per

formance of the consultants, contractors, and suppliers engagud on the 

Project, and other matters relating to the, Project. 
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SECTION 4.04. Management. The Borrower shall 
provide qualified
 

and experienced management for the Project and 
it shall train such
 

staff as may be appropriate for the maintenance and operation of the
 

Proj ect.
 

SECTION 1:.05. Continuity. The 3orrow-er shall sustain uxpanded
 

operations accomp] isheH under the Project 
in conformity with sound
 

cooperativ, financial, administrative, a,, menagerial practices and
 

in such manner as to 
insure the continuing and successful achic.vement
 

of the purposes of th, Project.
 

SECTION 1:.06 Taxation. This Agreemcnt, the Loan, and any
 

evidence of indebtedness issued in connection herewith shall 
be free
 

from, and the Principal and interest shall 
be paid without deduction
 

for and free from, any taxation or fees imposed under thL laws in
 

effect within the country of the- Borroier. To the extent that (a)any
 

contractor, including any consulting firm, any personnel of such
 

contractor financed hereunder, and any property or 
transactions relating
 

to such contracts and (b) any commodity procurement transection financed
 

hereunder, are 
not exempt from iduntifiable taixs, tariffs, duti,!s, 

and other levies impose,! under laws in ,-ff,-ct in Panama, the. Borrower 

shall, as and to th, extent prescribh.d in and pursuint to lrnplemen.'ation
 

Letters, pay or reimburse the sam,- un-!cr S.ction l02 of this Agr-ement
 

with funds other than those proididA under the Loan. 
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SECTION 4.07. Utilization of Funds, Goods and Services.
 

(a) Credit extended under the Loan, and goods and scrvicos
 

financed under the: Loan shall be usud exclusively for the Project, 

except as A.I.O. may otherwise agr:c in ,iriting. 

(b) -xc.?pt as Borrowe,_r and A.I.D. may othcr /is,! agree in 

writing, no goods or services finnnc,! un !-,r th Loan shall b-- used 

to promote or assist any foreign aid project or activity associated
 

with or finance' by any country not included in Co,.,-- 935 of the A.I.D. 

:cographic Code Book as in effect at the time of such us,. 

SECTION L!.O8. Disclosure of Material Facts and Circumstanc-s. 

The Borrower represents 6ni warrants that all facts and circumstances 

that It has disclosed or caused to b, ]isclos,;,.- to A.I.D. in the courst 

of obtaining the Loan are accurate and compl,:t,-, and that it has Jis

closed to A.I.D. accurately an] complkt.;y, all facts and circumstances 

that might materially affect the Project and the, jischarg,- of its 

obligation under this Agree;ment. The fBorrow-,r shall promptly inform 

A.I.O. of any facts and circumstances that may he.rcaft,r a-rise that 

might materially affect the Proje!ct or the '!ischarq,- of the 3orrower's
 

obligation under this Agreement.
 

SECTION L,.01. Commissions, F,,:s, anj Other Payments. 

(a) Borrower warrants and cov.nants that in connection ,.ith 

obtaining the Loan, or taking any action undr or ',ith respect to this 

Agreement, it has not paid, and will not pay or agree to pay, nor to
 

the best of its knowledge has there been paid nor will there be paid 
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or agreed to be paid by any other person or 
entity, commissions, fees,
 

or other payments of any kind, except as 
regular compensation to the
 

Borrower's full 
time officers and cmploy,,s or as compensation for bona
 

fide professional, technical, 
 or coniparabic servicus. Thc Borrower
 

shall promptly rcport to A, I.D. any paymcnt or 
agrc.nmnt t,) pay for such
 

bona fide professional, technical, or- comparible s,.rviccs 
to which it
 

is a party or of which it has knowl,-!g; (inJicating whcth.r such pay

ment has bee-n made or 
is to bu mad, on a contingent basis), and if the
 

amount of any such payment is deemed ruasonabl,- by A.I.D. the 
same
 

shall be adjusted in a manner satisfactory to A.I.D.
 

(b) The Borrok.,cr warrants anJ covenants that no payments have
 

been or will be received by the Borrower, or any official of thQ Bor

rower, 
in connection with the procurement of goods and services fina-nced
 

hereunder, uxcept feus, taxes, 
or similar payments legaI!y cstablishkd
 

in the country of the Borrower.
 

SECTION 4.10. Maintenance and Auit of .,ccorJs. 
 The Bor rower
 

shall maintain, or 
cause to be maintaineU, in accorjance .:ith sound
 

accounting principles and practices consist.,-ntly applicJ, books anJ
 

records relating both to 
thu 	Projcct and to this 	Agr, ement. Such
 

books and records shall, w.,ithout limitation, 1), a ,quate to show: 

(a) 	the rccuipt and use maJ of goo'.s and serviceos acquired
 

with funds disbursuJ pursuant to 
this 	Agreement;
 

(b) 	the nature and extent of solicitation of prospective
 

suppliers of goods and services acquired;
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(c) the basis of the award of contracts and orders to
 

successful bidders; and
 

(d) the progress of the Project.
 

Such books and records shall bc regularly audited, in accord

ance with sound ,uditing stanJards, for such period and at such
 

intervals as A.I.D. may rtiquirQ, and shall b; mnaiitainei for fivu
 

years after the datu of the last JisbursLment by A.I.D. or until all
 

sums due A.I.D. under this Agrucment have been paid, whichever date 

shall first occur.
 

SECTION 4.11 Reports. The Borrowcr shill furnish to A.I.D.
 

such information and reports relating to tho Loan anJ 
to the Project
 

as A.I.D. may reasonably request.
 

SECTION L.12. Inspections. ThM. authorized reprusentativcs of
 

A.I.D. shall have the right at all reasonable times to inspect the
 

Project, the utilization of all goods and services financd(' un'.r the
 

Loan, and the Borrowur's books, records, anJ other ]ocuments rt-lating
 

to the Project and the Loan. The Borrower shill cooperat, wiJth f,.1.D.
 

to facilitate such inspections and shall permit r.prusunttives of
 

A.I.D. to visit any part of the country f )r any purpose rlating to
 

the Loan.
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Ai'TICLE V 

Special Covenants and larranties
 

SECTION 5.01. Additional Medium or Long Term Debt. Borrower
 

agrees to incur no additional miedium or long-term indbte ncss with

out prior A.I.D. approval in writing.
 

SECTION 5.02. Administration of Loan.
 

(a) Except as A.I.D. may othcr,.)is agree in writing, earnings 

of the interest spruad between th intur-st rate charged on the Loan 

and that charge, :,on sub-lorns of 3orrowtr as well as repayments of 

sub-loans financJ2 by th,: Loan shall remain in the Creit Union 

program of Borrower. 

(b) Except as A.I.D. may otherwise agree in writing, all sub

loans to Sub-Borrowurs from thu Borrow ,r shall be rievc for varying 

perioJs but in no case for less than thruu (3) rronths or for rore 

than ten (10) years, including any grace prios.
 

(c) Exc pt as A.I.D. may ot0 rwi.;s agroe in writing, Borrower 

shall require any sub-borrow-,r of nr,,c;r than $25,000 to havw full-time 

management, satisfactory to Borro ,.,,.r. 

(d) Exc-pt as AI.D. may cth .rwis, agr,-,: .n ,ritirg, th.- total 

of intere-st payments and othr ,Jistributi)ns piiJto offi 1nt&: cr.:dit 

unions by th.. Federation during any /:ar shall 0xc,.-' thenot 10/ nf 

Borrower's paid in capital, unlcss th,)sc palyrnunts an,! distributions 

in excess of 10% are match.2,1 by an qual prepayme;nt of th. loan. 
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(e) Except as A.I.O. may otherwise agree in writing, during
 

the first ten years of the lifu of the Loan, the Borrower wiIlI re

quire affiliatud credit unions to maintain 5% of their share capital 

and deposits invested in share capital of th., Borro,:er. 

(f) Except as A. I.D. may othrw.isc egri:u in writing, !uring the 

first three (3) years aftcr th,- first di sburs.-nint, outstenJing 

sub-loans to provide affiliated cre.it unions with Supplr .rtary 

1,iorking Capital from lon funds shall not exceed $1,O50,0OO. 

(g) Exc ,pt as A. I.D may oth ,.rwis agr.. in writing, luring the 

life of the Loan, the Borrower shall maintain, as a r,scrvc for baJ 

debts, an amount equal to 3% of the avcrag quart,:rly ,,utsta)nding 

balance of its loan portfolio, or $100,00,%.hichcver is L, ss. 
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ARTICLE VI 

Procurement
 

SECTION 6.01. Procurement from Lower Income Countries.
 

Except as Borrower and A.I.D. may othurwise agrece in writing, and 
except as providid In subsection 6.08 (c) with ruspect to marine
 

Insurance, disbursements madu pursuant to 
Section 7.01 shall used
be 


exclusively to finance the procurement for the Project of g9,ords 

and serv!ces having their source anJ origin in countries incluJet! in
 
Code 941 of the A.I.D. Geographic Co,!: Book as 
in cffcct at the time
 

orders are placed or contracts are enter ' into 
for such goods and
 
services,("Qualified 1'lorldwide 
 Procurument'.) All ocuan shipping 

financed under the loan shall have both its 
sources and origin in
 

countries included in Code 941 
of the A.I.D. 3cographic Codu Book
 

as in effect at 
the time of shipment.
 

SECTION 6.02. Procurement from Panma. 
Disbursements made
 
pursunnt to Section 7,02 shall 
be used -,xclusively to finlncc. the
 

procurement for the Project of goods and services having both their
 

source and origin In Panama.
 

SECTICN 6.03. EligibilityData. 
 Except as Borrow,.r an," A.I.D. 

may otherwise agree In writing, no goods or services may b; financed 
under the Loan which are 
procur(W pur:;uant 
to orders or contracts
 

firmly placed or entered into prior to the date of this Agreement.
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SECTION 6.04. 
 Goods and Services Not Financed Under Loan.
 
.1oods and services procured for the Project but 
not financed undcr
 
the Loan, shall 
have their source and origin in countries included
 
in Code 935 of the A.I.D. Geographic Coda Book as 
in effect at the
 
time orders are placed for such goods and services.
 

SECTION 6.05. Implementation of Procurument ,cquiremnts.
 
The definitions applicable to the 
,ligibility requirements .)f 
Sections 6.01, 602, and 6.04 will be set forth in detail in 

Implementation Letters. 

SECTION 6.06. 
 Plans, Specifications, and Contracts.
 
(a) Except as A.I.D. may otherwise agree In writing, the 

Borrower shall 
furnish to A.I.D. promptly upon preparation, all
 
plans, specifications, bid documents, and contracts relating to
 
the Project and any modifications there;in, 
whuthcr or 
not the
 
goods and services to which they r,..late 
are financed under the
 

Loan.
 

(b) Except as Borrower and A.I.D. may otherwise agreu in 
writing, all of the plans and specifications furnished pursuant 
to subsection (a) above shall be approve( by Borrower and A.I.D.
 

Inwriting.
 

(c) All 
bid documents and documents related to 
the sol icita
tion of proposals relating to goods and services financed under the
 
Loan shall 
be approved by Borrower and A.I.D. inwriting prior to
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their issuance. All plans, specifications, and other documents
 

relating to goods and services financed under the Loan shall be in
 

terms of United States standards and measurements previously converted
 

from the standards and measurements used in Panama, except as Borrower
 

and A.I.D. may otherwise agree in writing.
 

(d) The followinq contracts financed under the Loan shall be
 

approved by Borrower and A.I.D. inwriting prior to the execution:
 

(i) contracts for professional services, 

(ii) contracts for such other services as A.I.D. 

may specify; and 

(iii) contracts for such equipment and materials 

as A.I.D. may specify. 

In the case of any of the above contracts for services,
 

Borrower and A.I.D. shall also approve in writing thi- contractor
 

and such contractor personnel as A.l.D. may specify. Mate-rial
 

modifications in any of such contracts and changes in any of such
 

personnel shall also be approved by Borrower and A.I.D. in writing
 

prior to their becoming effective.
 

(e) Cor'-ilting firms used by the Borro.,er for thi-. Program but 

not financed under the Loan, the scope of their services and such 

of their personnel assigned to the Program as A.I.D. may specify 

shall be acceptable to Borrower and A.I.D.
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SECTION 6.07. Reasonable Prices. 
 No more than reasonable
 

prices shall 
be paid for any goods or services financed, In whole
 

or In part, under the Loan as more 
fully described in Implementa

tion Letters. Such items shall be procured on a fair end, except
 

for professional services, on a competitive basis 
in accordance
 

with procedures therefor proscribe& in Implementation Letters. The
 

submission of a bid directly by a prospective supplier rather than
 

through an agent or other rapresentative of the supplier in Panama
 

shall not be cause for rejection of the bid.
 

SECTION 6.08. Shipping and Insurance,
 

(a) Qualified worldwide Procurement goods financed under the
 

Loan shall be transported to Panama on flag carriers of any country
 

included 
in Code 935 of the A.I.D. Geographic Code Book as in
 

effect at the time of shipment.
 

(b) At least fifty percent (50%) of the gross tonnage of all
 

Qualified 1orldwide Procurement goods financed under the Loan
 

(computed separately for dry bulk carriers, Jry cargo liners, and
 

tankers) which shall be transported on ocean vess ls shall 
be
 

transporte 
on privately owned United Statcs flag commercial vessels
 

unless A.I.D. shall determine that such vessels are not 
available
 

at fair and reasonable 
rates for United States flag commercial
 

vassals. No goods processed from outside Panama and financed under
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the Loan may be transported on any ocean vessel or aircraft (i) which
 

A.I.D., in a notice to the Borrower, has designated as ineligible
 

to carry A.I.D. - financed goods or (ii) which has been chartered
 

for the carriage of A.I.D. - financed goods unless such charter has
 

been approved by A.I.D.
 

(c) Marine insurance on Qualified "orldwide Procurement goods
 

may be financed under the Loan with disbursements made pursuant to
 

Section 7.01, provided (i) such insurance is placed at the lowest
 

available competitive rate in Panama or in a country included in
 

Code 941 of the A.I.D. Geographic Coda Book as in effect at the time
 

of placement, and (ii) claims thereunder are payable in freely
 

convertible currency. if in connection with Thu placement of marine
 

insurance on shipments financed under United States legislation
 

authorizing assistance to other nations, Panama, by statute, decree,
 

rule or regulation, favors any marin. insuranc company of any'country
 

over any marine insurance company authorized to ](obusiness in any
 

state of the United Status of America, Qualified 'orldwid, Procure

munt goods financed under the Wan shall Juring the continuancc of
 

such discrimination be 
insured against marine risk in th. United
 

States of America with a company Dr companies authorized to do a
 

marine insurance business in any state of the United States of
 

America.
 

(d) The Borrower shall insure, or cause to bw insured all goods
 

procured from outside Panama and financed under the Loan against
 

risks incident to their transit to the point of their use
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in the Project. Such insurance shall be issued.upon terms and
 

conditions consistent with sound commercial practice, shall insure
 

the full value of the goods, and shall be payable in the currency
 

in which such goods were financed or in any freu convertible
 

currency. Any indemnification received by the Borrower under such
 

Insurance shall be used to replace or repair any material damage
 

or any loss of the goods insured or shall be used to reimburse the
 

Borrower for the replacement or repair of such goos. Any such
 

replacements shall have their source and 
origin in countries included
 

In Code 9:.l of the A.I.D. Geographic Code Book as in ffact at th-,
 

time orders are placed or contracts are entered into for such re

placements, and shall be otherwise subject 
to the provisions of this
 

Agreement. Although it is not anticipated that there will bu
 

procurement of goods financed under this Loan, 
if in the event 

there should be, an Implementation L.ttar will be sent to the 

Borrower setting forth in more detail th" procedures to be followod.
 

SECTION 6.09. Notification to Potential Suppliers. In orU.,r 

that all United States firms shall have the opportunity Lo partici

pate in furnishing goods and services to bu financ,-] undcr th.- Loan, 

the Borrower shall furnish to A.I.D. such information with rgnrd
 

thereto, and at such times as A.I.D. may establish in Implamontation
 

Letters.
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SECTION 6.10. United States Government-owned Excess Property.
 

The Borrower shall utilize, with respect to goods financed under the
 

Loan to which the Borrower takes title at the time of procurement,
 

such reconditioned United States Government-owned Excess Property as
 

may be consistent with the requirements of thu Program rnd ,i may be avail

able within a reasonable period of time. The Borrower shall seek
 

assistance from A.I.D. and A.I.D. will 
assist the Borrower in
 

ascertaining the availability of an,! in obtaining such Excess Property.
 

A,I.D. will make arrangements for any necessary inspuction of such
 

property by the Borrower or its rupresentative. Thu c~sts of
 

inspection and of acquisition, and all charges incid,.nt to the
 

transfer to the Borrower of such Excess Propk:rty, may be financed 

under the Loan. Prior to the procurement of any goods, oth,.r than 

Excess Property, financed under the Loan and] after having sought 

such A.I.D. assistance, the Borrower shall indicate to A.I.D. in 

rting, on the basis of information thc:n nvailablc to it,
 

either that such goods cannot be maJ] available from ruconditi-ncJ 

United States Governmunt-owned Excess Property on a timely basis
 

or 
that the goods that can be made available ark not t-chnically
 

suitable for use in the Program.
 

http:incid,.nt
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SECTION 6.11. Information and Harking. Borrower shall give
 

publicity to the Loan and the Project as a program of United
 

States aid In furtherance of the Alliance for Progress, Identify
 

the Project site, and mark goods financed under the Loan, as
 

prescribed in Implementation Letters.
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ARTICLE VII
 

Disbursements
 

SECTION 7.01. Disbursements for United States Dollar Costs -


Letters of Commitment to United States Banks. Upon satisfaction
 

of conditions precedent, the Borrower may, from time to time, re

q.:Mst A.I.D. to Issue Letters of Commitment for specified amounts
 

to one or more United States banks, satisfactory to A.I.D., com

mitting A.I.D. to reimburse such bank or banks for payments made by
 

them to contractors or suppliers through the usc of Letters of
 

Credit or otherwise, for Dollar Costs of goods and services procured 

for the Program In accordance with the terms and conditions (if 

this Agreement. Payment by a bank t j a contractor or suppl iur will 

be made by the bank upon presentation of such supporting dicumenta

tion as A.I.D. may prescribe in Letters of Commitment and Implementa

tion Letters.
 

Banking charges incurred In connection with Letters of Commit

ment and Letters of Credit shall be for the account of Borrower and
 

may be financed under the Loan.
 

SECTION 7.02. Disbursumont f.)r Balboa Costs. Upon satisfiction
 

of conditions precedent, the Borrower may, from time to time, request
 

disbursement by A.I.D. of Panama Balboas f:or Balboa cDsts of g:)ds and
 

services procured for the Project In accordance with the terms and
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conditions of this Agreement by submitting to A.I.D. such supporting
 

documentation as A.I.D. may prescribe in Implementation Letters.
 

A.I.D. shall make such disbursements from Balboas owned by 
the United
 

States ,overnmcnt and obtained by A.I.D. with United States dollars.
 

The United States dillar equivalent of the balboas madn available
 

hereunder will 
be the amount of Unitod States dollars required by
 

A.I.D. to obtain the balboas.
 

SECTION 7.03. 
 Other Forms 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 by A.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 Commitm-nt and 
(b) in the case
 

of disbursements pursuant to Sections 7.02 and 7.03 on 
the Jate on
 

which A.I.D. disburses the balboas to the Borrower or 
its designee.
 

SECTION 7.05. 
 Terminal Date for Disbursmnt. Except as
 

A.I.D. may otherwise agree inwriting, nD Luttor cf )rrafritmont, or 

other commitment documents which may be calluJ for 5y ant-ur 

forms of disbursement under Sect ion 7.03, or amnn,:nt thrt-) 

shall be issued in response to requests r-ceivod by A.I.D. after 
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June 30, 1974 and no disbursement shall be made against documenta

tion received by A.I.D. or any bank described in Section 7.01 after
 

September 30, 1974. A. I.D. at its option, may at any time or
 

times after September 30, 1974, reduce the Loan by a!l or any
 

j'al t th,.o uf for ,,hic h dincnimo tition wan r cIocoiv,? by such date. 



Page - 25 -

ARTICILE VI II 

Cancella,:ion and Suspension
 

SECTION 8.01. Canceliatlon by the Borrower. 
 The Borrower may,
 
with the prior written consent of A.I.D. by written notice to A.I.D.,
 
cancel any part of the Loan (i)which, prior to 
the giving of such
 

notice, A.I.D. has nut disbursed or committed itself to disburse, 
or 
(1i)which has not then been utilized through the issuance of
 
irrevocable Letters of Credit or thr)ugh bank payments made other
 

than under irrevocable Letters of Credit. 

SECTION 3.02. Events of Default; Acceleration. 
 If any -)ne
 
or more of the following events ("Events )f Default,,) shall occur: 

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

interest or installment of Orincipal 
required under
 

this Agreement;
 

(b) The Borrower shall have failed to comply with any
 

other provision of this Agreement, including, but 

without limitation the obligati:n t.) carry .ut th; 

Project with due dilligence and ufficiency; 

(c) The Borrower shall have failud t icy %.ihcn lue any 

interest or any instal lm-nt o)f Principal r any thtr 

payment required un(Jer any oth r l)an gr;-,m,:nt, any 

guaranty agreement, ,or any ,th ;r ...,, : ti, . th,.i Bor

rower or any of its agencIes and A. I .. , he A. I. D. may at 
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its option, give to the Borrower notice that all 
or any
 

part of the unrepaid Principal shall be due and payable
 

sixty (60) days thereafter, and, unless the Event of
 

Default 
 is cured within such sixty (60) days:
 

(1) unropaid Principal and any accrued interest 

hereunder shall be due and payable 
inediately;
 

and
 

(ii)the amount of any further disbursements made 

under the outstanding irrevocable Letters of
 

Credit or otherwise shall become due and payable
 

as soon as made.
 

SECTION 8.03, 
 Suspension of Disburscment. 
 In the event that
 

at any time:
 

(a) An Event of Default has ,-)ccurr.-,I; 

(b) An event occurs that A.I.D, determln-s to be an u;:tra

ordinary situation that makes it impr')ba!)1c either that
 
the purpose of the Loan will be attain-d or that tho 
Borrower will be t:able perform its obligations under 

this Agreemuent; 
or
 

(c) Any disbursement by A.I.D. would be in violtion of the 

legislation governing A.ID.;
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Then A.I.D. may, at its option:
 

(i) 	 suspend or cancel outstanding commitment docu

ments to the extent that they have not been
 

utilized through the issuance of irrevocable
 

Letters of Credit or thr,'ugh bank payments 

made other than under irrevocable Letters of 

Credit, in which event A.I.D. shell give notice 

to the 	Borrower promptly thereaftur; 

(Ii) 	 decline to make disbursements other than under 

outstanding commitment J' cuments; 

(iii) 	 decline to issue additional c mmitmunt documents; 

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

financed under the Loan shall be transf,-rred to 

A.I.D. If the go.ds are from a source outside the 

country of the Borrower, are in Judel iverable 

state and have not een ,)ffloadurl in po)rts of 

entry (f the cuuntry of the Borrower. Any uis

bursement made or to be mle,h under the L)an with 

respect to such transfrrw-d goo,,ls shall be 

deductu, fr3m Principal. 

SECTION 8.04. Cncelation by Y,.I.D. Foll,,..ing any suspension 

of disbursements pursuant to Section 8.03, if the cause causesor 

for such suspension of disbursemnts shill ,w,,t. l ,--.,: ,-!li tr,d 
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or 
 corrected within sixty (60) days frcm the date of such suspension,
 

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

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

subject to irrevocable Letters of Credit. 

SECTION 8.05. Continued Effectiveness ofyrement. Not

withstanding any cancellation, suspension of disbursement, or 

iccolro tion of repayment, the provisions of this Agreement shall 

continue in full 
force and effuct until the payment in full of all
 

Principal and any accrued interest hereunder.
 

SECTION 8.06. Refunds.
 

(a) In the case of any disbursement not supported by valid
 

documentation in accordance with thu terms of this 

Agreement, or of any disbursement not made or used In 

accordance with the terms of this Agreement, A.I.D. 

notwithstanding the availability or exercise of any of
 

the other remedies provided for under this Agreemunt, 

may require the Borrower tu refund such amount in United 

States d.llars to A.I.D. within thirty days after re

ceipt of a request therefor. Such amunt shall 1. made 

available first for the cost of g'),ds and servicus 

procured for the Project hereunder to the extent justif'ie; 
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the remainder if any, shall be applied to the installments
 

Df Principal in the inverse order of their maturity and 

the amount of the Loon shall be reduced by the amount of 

such remoinder. Notwithstanding any other provision in 

this Agreement, A.I.D. t s right to require o refund with 

respect to any disbursement under the Len shall continue 

for fivc yeors following the date of such disburscment.
 

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

tractor, supplier, or banking institution, or from any 

other third party connected with the Loon, with respect 

to goods or services financed under the Loon, and such 

refund relates to an unreasonable pri,;u for gooJs )r services 

or 
to goods that did not co)nform to specifications, or to
 

services that were inadequate, A. I.D. shall first i~oke 

such refund available for th c,_,st ,)f goods and 

services procured for the Pr'ject hereun(!er, to the 

extunt justified, the remainder to be applied to the 

installments ,)f Principal in the inverse order of their
 

maturity and the amount of the Loan shai b. ri-flucear by the 

amount of such remainder.
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SECTION 8.07. Expenses of Collection. 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. mxiy specify. 

SECTION 8.08. Nonwaiver of Remedies. No reasonable 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
 

I. .. . . . .--- . - _ _. 
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ARTICLE IX 

Miscellaneous
 

SECTION 9.01. Communications. Any notice, request, document
 

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

pursuant to this Agreement shall 
be in wtriting or 	by telegram, cable
 

or radiogram and 	shall 
be deemed to have been duly given, made or
 

sent to the party to which it is addressed when it shall be delivered 

to such party by hand or by mail, telegrams, cable or radiogram at
 

the following addresses. Communications by telegram, cable or radio

gram -)ill normally be confirmed by mail.
 

TO BOR1O14ER : 

Mail Address: ;erente, Fed;racifn de rooperati
vas do Crdito di Panama, R. L. 
Aptdo. 6664 
Panama 5, Panama 

Cable Address: FEDPA 
Panaf=6 

TOA. I. D.: 

Mail Address: 	 Director, United States 
Agency for Int,-rnational 
Development 
P.O. Blox "J' 
flalboa, -. Z.
 

Cable Address: 	 USAID
 
American Embassy
 
Panama
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All notices, requests, communications, and documents submitted
 

to A.I.D. hereunder shall be in English or in Spanish ,,,ith a courtesy 

translation into English, except as A.I.D. may otherwise agree in
 

writing.
 

SECTION 9.02. Ruepresentatives. For all purposes relative to 

this Agreement, the Borroi ter -duill be represented by the individual 

holding or acting in the office of President and/or 'eneral anager of 

the Federation and A.I.D. ,ill be represented by the individual holding
 

or acting in the office of the Director, United States Agency for
 

International Development Mission to Panama or such other persons as
 

A.I.D. may designate. Such individuals shall have Lhe authority to
 

designate additional representatives by iritten notice. In the event 

of any replacement or other designation of a representative hereunder,
 

Borroer shall submit a statement of the representative's name and
 

specimen signature in form and substance satisfactory to A.I.D.
 

Until 
receipt by A.I.D. of written notice of revocation of the
 

authority of any of the duly authori7ed representatives of the
 

Borrower designated pursuant to this S.!ction, it may accept the sig

nature of any such representative or representatives on any instru-

ment as conclusive evidence that any action affected by such instru

ment is duly authorized.
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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. Nothing in such letters shall alter the terms
 

of this Agreement except as permitted by the Agreement.
 

SECTION 9.04. Promissory Notes. At such time nr timpis as
 

A.I.D. may request, the Borrower shall issue promisory notes or
 

such other evidence of indebtedness with respect t, the Loan, in
 

such form, containing such terms and supportuI by such legal
 

opinions as A.I.D. may reasonably requust.
 

SECTION 9.05. Turmination Upon Full Payment. Upon payment
 

in full of the Principal and of any accrued interest, this
 

Agreement and all obligations of thu Borrower and A.I.D. under
 

this Loan Agreement shall terminate.
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INWITNESS WHEREOF, Borrower and the United States of America,
 

each acting through its respective duly authorized representatives,
 

have caused this Agreement to be signed in their names and delivered
 

as of the day and year first above written in the English and
 

Spanish languages in which the Spanish text is to be recogniked as a
 

translation from the English.
 

FEDERATION OF CREDIT UNIONS OF UNITED STATES OF AMERICA
 
PANAMA .... "
 

By,
 

/. ic. Edilberto Esq vCl l -rt M. Sayrc 
," Prsident/ t,d Stat,s Aurbs 'Odo r-

Armando T,'rt'n Jr. I r 

Manager Di rector, Uni torJ Stit.-
Agency for lnt.:rnatonal 
D-ve I-pmen t 
Mission to Panana 



ANNEX I TO THE LOAN AGREEMENT
 

PROJECT DESCRIPTION
 

The Project consists of expanding the operations of the
 

Federation. The principal activity to be financed by the Loan 
is
 

the Federation program of sub-lending to affiliated credit uni,)ns.
 

Federation sub-loans will be distributed among the ffllowing
 

(a) 	Agricultural sub-]oans which will 


categories:
 

be relent by the member
 

credit unions to satisfy the fixed anJ working capital
 

needs of small farmers engaged in agriculture and live

stock production. 	 will f,,These loans be the undation 

for a Directed Agricultural Production Credit (DAPC) 

program. Such loans will be supervised by agricultural
 

technicians from the Federation.
 

(b) 	Small business sub-loans which will be relent by the
 

member credit unions to satisfy the fixed and wv;rking
 

capital needs of pers)ns participating in small industries
 

or conmercial enturprises.
 

(c) Supplementary wurking capital sub-lans which may !)u
 

used for sub-sub-loans t- financu -:ducnti)n,)l, medical,
 

housing -)r personal expunditurs, as well as t) cwnso-li

date previous debts )r make investments in agriculture
 

or small businesses.
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approximate description of how
The following table provides an 


lending operations, and how the

the Federation plans to expand its 


expanded lending operations will be financed.
 

ANTICIPATED FEDERATION ADDITIONAL LOAN
 

FY-1974
FY-1972 FY-1973

FUNDS REQUIRED, BY TYPE OF SUB-LOAN: 

1) Agriculture & Livestock Pr.oduction 91,900 297,875 515,275 

2) Small Industry & Commercial Working 
Capital 91,668 170,833 254,613
 

3) Credit Union Supplemuntary \1orklng 
1,045,549
Capital 595,623 804,021 


Anticipated amount )f funds invested 
779,191 IL272,729 1,815,437in loans outstanding at year-end 

Anticipated addlitional loan funds 

required over previous year's 
779,191 493,538 542,708

requiremunts 


SOURCE OF LOAN FUNDS TO MEET REQUIREMENTS
 

I) Federation 
Deposits 
Share Capital 

-0-
-0-

-0-

-0-

-0

15,437 

2) A.I.D. Loan 779,191 1,272,729 1,800,000 

Total Funds from All Sources 779,191 1,272,729 1,815,437 

Except as A.I.D. may otherwise agruc- in writing, luring th 

noJtthu Loan the inturcst rate ,n sub-ljns willdisbursement period of 

be more thnn 10% per annum on ol Agricultural, Small Businuss anJ 
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Supplementary Wforking Capital sub-loans. In the amount that the
 

Federation sub-loan portfolio exceeds disbursements of the Loan,
 

the Federation may make sub-loans to credit unions for such
 

purposes and at such interest rates as it sees fit.
 

To the extent that the Federation's income is insufficient to 

meet operating expenses during the initial years of the project, up 

to $100,000 of the Loan may be used to pay such expenses. Any 

further deficitz will be financ,.] with sharu capital investc! in 

the Federati,)n. Upon approval by A.I.D. in writing, the FJeration 

may alsa use up to $100,000 of the L-an t finance external tuchnical 

assistance if required by the Felerati.n r any ,f its mum!burs. 

During the first thre- years of the pro)ject, thu Fuderti.:.n is 

expected to increase its share capital by ab!ut $370,000. By 

continuing to expand its share capital basu in successivu years, the 

Federation will increase its sub-loan prortf,li , buy-nJ thu amo-,unt 

of the Loan as the number, size anl volume of businuss of its 

affiliates grow. 




