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LOAN AGREEMENT dated ““ . " i\i  between
THE FEDERATION OF CREDIT UNIONS OF PANAMA (“Borrower') and THE
UNITED STATES OF AMERICA, acting through the A3ENCY FOR INTERNA-

TIONAL DEVELOPMENT ("A.1,0,"),

ARTICLE |
The  Loan

SECTION 1.01. The Loan. A.I.D. agrees to lend to the Borrower
in furthcrance of the Alliance for Progruss and pursuant to the
Foreign Assistance Act of 1961, as amcnded, an amount not ty exceed
One Million Nine Hundred Thousand Unitod States Dollars ($1,900,000)
("'Loan") to assist the Borrower in carrying out the Project referred
to in Scction 1.02? ("Project!t).

SECTION 1.02, The Project.,  The project shall consist of expand-
ing the opcrations of the Borrower., The Borrower will act as an
intermediate credit institution, and v/ill usc the loan for sub-lending
to affiliated Croedit Unlons, except that up to $200,000 of the Loan
may be uscd to finance operating expenses or tochnical assistance
expenses incurred by the Borrower during the initial years of the project,
The project is more fully described in Annex I, attache! hercto, which
anncx may be modified, consistent with the foregoing, by agreement of the
representatives of Borrower and A.1.D. designated under Section 9.02

of the Agreement,
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AXTICLE |1
Loan Tarms

SECTION 2.01. Interest. The Borrower shall pay to A.1.D.
interest which shall accrue at the rate of two pecrecent (2%) per
annum for scven years following the date of the first disbursement
hereunder and at the rate of thr... p.rcent (37) per annum thercafter
on the outstanding balance of Principal and on any duc and unpaid
interest. Intcrest on the outstanding balance shall accruc from the
date of cach respective disbursement (es such date is defined in
Scction 7.04), and shall be computed on the basis of a 365-day ycar.,
Interest shall be payable scmiannually. The first paymunt of interest
shall be duc and payable no later than six (6) months aftur the first
disbursement hercunder, on a date to be specificd by AL D,

SECTION 2.02. Jlepaym:nt.  Th: Borrowcr shall rcpay to A.l.D.
the Principal within twenty-five (25) ycars from the dute of the
first disbursement herceunder in thirty-s.ven (37) approximatcly cqual
semiannual installments of Principal and inturust. The first install-
ment of Principal shall bc payabl. six and on.-half (6-1/7) y.ars after
the date on which the first inturcst payment is duc in accordanc. with
Section 2,01, A.1.D. shall provid: the Borrower with an amortization
schedule in accordance with this Scction after the final disburscment

under the Loan,
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SECTION 2.03. Special Payment Procedure.

(3) If prior to the date when the first interest payment is
due, A.1.D. shall notify Borrower in writing that the Government of
the lepublic of Panama ("fovernment') has so elected, Borrower, until
A.1.D. gives notice otherwise, shall discharge its obligations to
make payments pursuant to this Article and, if A.1.0. so directs by
notice, by making all such payments in accordance with the terms of
this Agreement to %Sovernment in Balboas (rather than to A.1.D. in
dollars), the applicable exchange rate to be the lowest rate at which
Borrower, on the date of payment in balboas to Government, could have
laifully purchased dollars to mect its obligation to pay intercst and
principal to A.1.D. in dollars had it been dischar jing its obligation
by direct payments to A.1.D.

(b) receipt by Borrower of notice of election pursuant to
Section 2.03 (&) shall not terminate thosc payment obligations of
Borrower to A.1.D. under this Agreement which have not been dis-
charged in accordance with the terms of this Scction or the rights of
A.1.D. with respect thereto or any other rights of A.|,D. under this
Agreement,

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

payments of interest and Principal hereunder shall bo applicd 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 Controller.

SECTION 2.05. Prepayment, Upon paymcnt of all intercst and
refunds then duc, the Borrowcr may prepay, without penalty, all or any
part of the Principal. Any such prepayment shall be applicd to

the installments of Principal in the inversce order of their maturity,
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ARTICLE 111

Conditions Pracedent to Disbursement

SECTION 3.01.  Conditions Proccdent to Initial Disbursement,

Prior to the first disburscment or to the issuance of the first Let-
ter of Commitment under the Loan, the Borrower shall, cxcoupt as Bor-
rower and A. 1,0, may othcrwise agree in writing, furnish to A.1.D.
in form and substance satisfactory to Borrow.r and A.1.D,:
(a) An opinion of counscl accuptable to A.1.D. that this
Agreement has been duly authorized and/or ratificd by,
and exccuted on behalf of, the Borrower, and that it
constitutes a valid and lcgally 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 the office of the Borrower specificd in Scction 9.02, and
a specimen signature of cack person specificd in such
statemeqt ;
(c) Financial statements for the year cnding December 31, 1970
audited by an independent firm acceptable to A.1.D. ;
(d) An implemcntation and cvaluation plan satisfactory to
A.1.D.  This plan shall includc but rot be limited to, the
Borrower's lending policics and rcgulations, its rogulations
corcerning capitalization of th: Borrower, and its proce-

dures for making credit available to mumber credit unions
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The plan shall be submitted with evidence satisfactory to
A.1.D. that the plan has bocen approved by the Board of
Directors (Conscjo dc Administracién) of the Borrowcr;
() Sccurity for the Loan will be provided as agreed upon in
Sections L and 5 of the Loan Agrocment.

SECTIOM 5.02. Terminal Nhates for Mecting Conditions Preced.:nt

to Disburscment. If all of the conditions specified in Section 3.01
shali not havc been met by July 31, 1971 or such latur date as A.l.D. may
agree to in writing, A.1.D. at its option, may tcrminatc this Agree-
ment by giving written notice to the Borrowzr, Upon the giving of such
notice, this Agrecement and all obligations of the partics hercunder

shall terminate,

SECTION 35.03. Hotification of Mccting of Conditions Precedent

to Disbursemznt, A,1.D, shall notify the Borrower in writing upon

determination by A,1.D, that the conditions precedent to disbursement

specified in Section 3,01 have been met.
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ARTICLE 1V

General Covenants and Uarranticg

SECTION L.01., Execution of the Project.

(a) The Borrower shall carry out the Project with due diligence
and efficiency, and in conformity with sound cooperative, financial,
administrative and management practice.s.

(b) The Borrower shall causc the Projcct to be carriced out in
conformity with all of the plans, sp-cifications, contracts, schadules,
and other arrangements, and with all modifications thercin approvud by
Barrower and A.1.D. pursuant to this Agroument,

SECTI0M L,02, Funds and Othcr icsources to be Provided by

Borrower, The Borrower shall provide promptly as nceded all funds,
in addition to thc Loan, and all other resources required for the
purictual and effcctive carrying out, maintcnance, and operation of the
Project,

SECTION 4,03.  Continuing Consultation. The Borrower and A.l.D.

shall cooperatc fully to assurc that the purposc of the Loan will be
accomplishzd, To this end, the Borrower and A.1.D. shall from time

to time, at the recquest of cither party, «xchang.: vicws through their
representatives with regard to the progr.ss of the Projcct, thoe por-
formance of the consultants, contractors, and supplicrs cngaged on the

Project, and other mattcrs relating to the Project,
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SECTION L.0Lk. Management. The Borrower shall provide qualified
and experienced management for the Project and it shall train such
staff as may be appropriatc for the maintenance and opuration of the
Project.

SECTION !, 05, Continulty.  Thc Borrower shall sustain cxpanded
operations accomplished under the Project in conformity with sound
cooperative, financial, administrative, aod managerial practices and
in such manner as to insurc the continuing and successful achicvement
of the purposcs of the Project.

SECTION L.0g Taxation., This Agrecment, the Loan, and any
evidence of indcbtedness issucd in conncction herewith shall be free
from, and th: Principal and inturest shall be paid without duduction
for and free from, any taxation or focs imposcd undur the laws in
effect within the country of the: Borrowcr. To the extont that (a) any
contractor, including any consulting firm, any personncl of such
contractor financed hercunder, and any propurty or transactions rulating
to such contracts and (b) any commodity procurcmunt transaction financed
hereaunder, arc not excempt from identifiabl. taxes, tariffs, utics,
and othar levies imposcd under laws in ffoct in Penama, tho Borrower
shall, as and to tho extent prescribed in and pursuant to Implementation
Letters, pay or reimbursc the same unlter S.ction 4.0% of this Agreoment

with funds other than thosc provided under the Loan,
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SECTION 4,07, Utilization of Funds, Goods and Scrvices.

(a) cCredit extended under the Loan, and goods and scrvices
financed under the Loan shall be usoed cxclusively for the Project,
except as A.1.D, may otherwise agrec in writing.

(b) Excopt as Borrower and A,1.D, may othurwise agree in
writing, no goods or scrvices finance un:d.r the Loan shall be used
to promotc or assist any foreign aid project or activity associated
with or financed by any country not included in Code 935 of the A.l1.D.
scographic Code Book as in ¢ffect at tha time of such usc.,

SECTION 4,08, Disclosurc of Matcrial Facts and Circumstances.

The Borrowcr represcnts an<d warrants that all facts an! circumstances
that it has discloscd or causcd to be disclosad to ALl,D. in the course
of obtaining thce Loan arc accuratc and complute, and that it has Jis-
closed to A,1.D., accurately and complctily, all facts and circumstances
that might materially affect the Project and the discharg. of its
obligation under this Agreement. The Borrower shall promptly inform
A.1.D, of any facts and circumstances that may horcaftoer srisc that
might materially affect the Project or the discharge of the 3orrower's
obligation under this Agrecment,

SECTION L,09. Commissions, Fces, and Other Paymunts,

(a) Borrowcr warrants and covenants that in conncction with
obtaining the Loan, or taking any action undcer or with respact to this
Agreement, it has not paid, and will not pay or agrec 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 paymcnts of any kind, except as regqular compensation to the
Borrower's full time officers and employc:s or as compensation for bona
fide professional, technical, or comparable scrvices. The Borrower
shall promptly rcport to A,1.D. any payment or agreement to pay for such
bona fide professional, technical, or comparablc scrvices to which it
is a party or of which it has knowldge (indicating whether such pay-~
ment has been madc or is to be made on a contingcnt basis), and if the
amount of any such paymcnt is deemed reasonablo by A.1.D. thc same
shall be adjustcd in a manncr satisfactory to A.1.D.

(b) The Borrowcr warrants and covonants that no payments have
been or will be received by the Borrower, or any official of the Bor-
rowzr, in conncction with the procurcment of goods and scrvices financed
hereunder, cxcept focs, taxes, or similar payments lcgally ostablished
in the country of the Borrower,

SECTION k4,10, Maintenancc and Aulit of Aecords,  The Borrower

shall maintain, or causc to be maintaincd, in accordance with soun
accounting principles and practices consistuntly applicd, books and
records relating both to the Project and to this Agreement.  Such
books and records shall, without limitation, be aleguate to show:
(@) the recuipt and use made of goodds and scrvices acquired
with funds disbursc) pursuant to this figreement
(b) the naturc and extent of solicitation of prospcctive

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

succassful bidders; and

(d) the progress of the Project,

Such books and records shall be regularly audited, in accord-
ance with sound auditing standards, for such period and at such
intervals as A.1.D. may require, and shall be maintaine! for five
years after the date of the last Jisburscment by AL1.D, or until all
sums duc /i.1.D, under this Agrecment have been paid, whichever date
shall first occur,

SECTION 4,11 Reports.  The Borrower shall furnish to A.1.D.
such information and reports rclating to the Loan and to the Projcct
as A.l.D. may rcasonably request,

SECTION L, 12, Inspections.,  The authorized representatives of
A.1.D. shall have the right at all rcasonable times to inspect the
Project, the utilizotion of all goords and scrvices financed under the
Loan, and the Borrower's books, records, and other documents relating
to the Project and the Loan, The Borrower shall cooperate with fi,1.0,
to facilitate such inspections and shall permit represcntatives of
A.1.D. to visit any part of the country for any purposc relating to

the Loan,
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ARTICLE V

Special Covenants and VWarrantics

SECTION 5,01, Additional Hedium or Long Term Debt, Borrower

agrees to incur no additional mudium or long-torm indebtoedncss with-
out prior A,1.D, approval in writing,

SECTION 5,02, Administration of Loan,

(a) Except as A.1.D. may othcrwisc agree in writing, carnings
of the intcrest spread botween the intur_ct rate charged on the Loan
and that charge! on sub-loans of 3arrowcr as well as repayments of
sub-loans financed by the Loan shall remain in the Credit Union
program of Borrower,

(b) Excupt as A.1.D. may othcrwisc agree in writing, all sub-
loans to Sub~Borrowcrs from the Borrower shall be made for varying
periods but in no casc for lcss than three (3) months or for more
than ten (10) years, including any grace puriols,

(c) Excopt as A.1.D. may ott .rwisz. agrec in writing, Borrower
shall requirce any sub-borrow.r of more than $25,000 to have full-time
management, satisfactory to Borrow.r,

(d) Excupt as A,1.D. may cthorwise agree in writing, th. total
of intcrest payments and othur Jdistributions paid to affiliate:) crecit
unions by the Feduration during any yoar shall not oxcoor' 107 of the
Borrower's paid in capital, unl.ss thasc payments an<d distributions

in excess of 10% arc matchod by an cqual prepayment of the loan.
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(e) Except as A.l.D. may otherwise agree in writing, during
the first ten years of the 1ife of the Loan, the Borrower will re-
quire affiliatcd credit unions to maintain 5% of their shara capital
and deposits invested In sharc capital of the Borrower.

(f) Except as A.1.D, may othcrwise eqrec in writing, Juring the
first threc (3) ycars after the first dishurscment, outstanding
sub-loans to provide affiliated crecit unions with Supplencrtary
Morking Capital from lo&n funds shall not exceced $1,050,000.

(g) Except as A.1.D, may othcrwisc agre. in writing, .uring the
life of tho Loan, the Borrower shall maintain, as a ruscerve for bad
debts, an amount cqual to 3% of the average quarterly outstanding

balance of its loan portfolio, or $100,000,whichcever is loss,
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ARTICLE VI
Procurement

SECTION 6,01, Procurcment from Lowcr Income Counteics,

Except as Borrower and A, 1.D. may otherwise agrec in writing, and
except as provided In subscction 6,08 (2) with respect to marine
Insurance, disburscments madc Pursuant to Scction 7,01 shal) ba used
exclusively to finance the procurcment for the Project of goods

and services having their source and origin in countries included in
Code 941 of the A.1.D. feographic Codc Book as in offect at the time
orders are placed or contracts are;;ntcred into for such goods and
services, ("0ualified Yorldwide Procurumunt“.) ATl occan shipping
financed under the loan shall have both its sources and origin in
countries included in Code 941 of the N 1.D. Seographic Code Book

as in effcct at the time of shipment,

SECTION 6.02. Frocurement from Pancma. Disbursarents made

pursuant to Section 7,02 shall be uscd exclusively to finance the
procurement for the Project of goods and soervices having bath their
source and orlgin in Panama.

SECTICN 6.03.  Eligibility Data, Except as Borrowsr and A.1.D,

may otherwisc agree in writing, no goods or services may bz financed
under the Loan which arc pProcurcd pursuant to orders or contracts

firmly placed or entered into prior to the date of this Agreement,
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SECTION 6.04,  noods and Services Not Financed Under Loan.

%0o0ds and services procured for the Projcct but not financed undcr
the Loan, shall have their source and origin in countrics included
in Code 935 of the A.1.D. Geographic Code Book as in affect at the
time orders are placed for such goods an scrvices,

SECTION 6.05, Implementation of Procurcment dequiremonts,

The definitions applicable to the cligibllity requirements of
Scctions 6,01, 602, and 6,04 will be set forth in Jetail in
Implementation Letters,

SECTION 6.06, Plans, Specifications, and Contracts,

(a) Exccpt as A, |.p. may othcrwisc agrec In writing, the
Borrower shall furnish to A, I,D, promptly upon preparation, all
plans, specifications, bld documents, and contracts relating to
the Project and any modifications thercin, whether or not the
goods and services to which they relate are financed under the
Loan,

(b)  Except as Borrower and A.1.D. may otherwise agree in
writing, all of the plans and specifications furnished pursuant
to subscction (a) above shall be approved by Borrower and A, 1.0,
In writing,

(c) All bid documents and documents related to the solicita-
tion of proposals relating to goods and services financed under the

Loan shall be approved by Borrower and A, |,p. in writing 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 mcasurcments previously converted
from the standards and measurcments used in Panama, except as Borrower
and A.1.D. may otherwisc agrece in writing.

(d) The followirg contracts financed under the Loan shall be
approved by Borrower and A.1.D. in writing prior to the cxccution:

(i) contracts for professional servicos,

(ii) contracts for such other services as A, 1.D.
may specify; and

(iii) contracts for such equipment and materials
as A.1.D. may specify.

In the case of any of the above contracts for services,
Borrower and A.1.D. shall also approve in writing thi contractor
and such contractor pcrsonncl as A.1.D. may specify., Matarial
modifications in any of such contracts and changes in any of such
personnel shall also be approved by Borrower and A.1.D. in writing
prior to their becoming effective,

(e) cCorsulting firms used by the Borrower for the Program but
not financed under the Loan, the scope of their services and such
of their personnel assigned to thc Program as A.l.D. may spccify

shall be acceptable to Borrower and A,1.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 morc fully described in Implementa-
tion Letters. Such items shall be procured on a fair and, oxcept
for professional services, on a competitive basis in accordance
with procedurcs therefor prescribed in Implementation Letters, The
submission of a bid directly by a prospective supplier rather than
through an agent or other representative of the supplier in Panama
shall not be cause for rcjection of the bid,

SECTION 6,08, Shipplng and Insurance,

(a) Qualificd Yorldwide Procurement goods financed under the
Loan shall be transported to Panama on flag carriers of any country
included in Code 935 of the A, l.D. Gengraphic Code Book as in
effect at the time of shipment,

(b) At least fifty percent (50%) of the gross tonnagec of all
Qualified Yorldwide Procurement goods financed under the Loan
(computed scparately for dry bulk carricrs, Jdry cargn liners, and
tankers) which shall be transportced on occan vesscls shall be
transported on privately owned Unitcd States flag commercial vessels
unless A.1.D. shall Jetermine that such vesscls arc not available
at fair and rcasonablc ratcs for Unitcd Statcs flag commercial

vassels, No goods processed from outside Panama and financed under
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the Loan may be transported on any ocean vesscl or aircraft (i) which
A.1.D., in a notice to the Borrower, has designated as incligible

to carry A.l.D. - financed goods or (ii) which has becn chartered

for the carriage of A,1.D. - financed goods unless such chartcr has
been approved by A.1.D.

(c) Marine insurance on Qualificd Vorldwide Procurcment goods
may be financed under the Loan with disburscments made pursuant to
Section 7.01, provided (i) such insurance is placcd at the lowest
availablc competitive rate in Panama or in a country included in
Code 9Lt of the A.1.D. Geographic Code Book as in effuct at the time
of placement, and (ii) claims thercunder are payable in frecly
convertible currency. If in connection with the placement of marine
insurance on shipments financed under United States legislation
authorizing assistance to other nations, Panama, by statutc, decree,
rule or regulation, favors any marinc insurancc company of any'country
over any marinc insurance company authorizcd to do businuss in any
state of the Unitud States of America, Qualificd Worldwide Procure-
ment goods financed under the Loan shall Jduring the continuance of
such discrimination be insured against marinc risk in the United
States of America with a company or companics authorized to do a
marine insurance business in any state of the United States of
America,

(d) The Borrower shall insurc, or causc to bi insurcd 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 bz issue! upon terms and
conditions consistent with sound commercial practice, shall insurc
the full value of the goods, and shall be payablc in the currency

in which such goods werc financed or in any free 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 insurcd or shall be used to rcimburse the
Borrower for the replacement or repair of such goods. Any such
replacements shall have their source and origin in countrics included
In Code 941 of the A.1.D. Geographic Code Book as in cffuct at the
time orders are placed or contracts arc cntered into for such re-
placements, and shall be otherwisc subject to the provisions of this
Agreement, Although it is not anticipated thet there will be
procurcment of goods financed under this Loan, if in the cvent

therce should be, an !mplementation Lutter will be sent to the
Borrower setting forth in more detail the procedurcs to be followed,

SECTION 6,09, Notification to Potcntial Supplicrs. In orier

that all United States firms shall have the opportunity to partici-
pate in furnishing goods and scrviccs to be finance ! under the Loan,
the Borrower shall furnish to A.1.D, such information with rogar
thereto, and at such times as A.1.D, may csteblish in Implomentation

Letters,
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SECTION 6,10, United States Sovernment-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 procurcment,

such reconditioned United States Government-owned Excess Property as
may bec consistent with the requirements of thc Program and as may be avail-
able within a recasonablc period of time. The Borrower shall scck
essistance from A.1.D. and A,1.D. will assist thc Borrower in
ascertaining the availability of an! in obtaining such Excess Property,
A.1.D. will make arrangements for any necessary inspection of such
property by the Borrower or Its represcntative., The costs of
inspection and of acquisition, and all charges incident to the

transfer to the Borrower of such Exccss Propurty, may be financed

under the Loan, Prior to the procurcment of any goods, othor than
Excess Property, financcd under the Loan and after having sought

such A.1.D. assistance, the Borrower shall indicate to A.1.D. in
writing, on the basis of information than available to it,

either that such good§ cannot be malde available from reconditioned
United Statcs Government-owncd Excess Propcerty on a timely basis

or that the goods that can be made available arc not tuchnically

suitable for use in the Program.
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SECTION 6,11, Information and Marking., Borrower shall give

publicity to the Loan and the Project as a program of United
States ald In furtherance of the Alliance for Progress, fidentlfy
the Project site, and mark goods flnanced under the Loan, as

prescribed in Implementatinn Letters.
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ARTICLE V1]

Disbursements

SECTION 7.01, Disbursements for United States Dollar Costs =

Letters of Commitment to United States Banki, Upon satistaction
of conditions precedent, the Borrower may, from time to time, re-
guest A.l.D. to Issuc Letters of Commitment for specified amounts
to one or more United States banks, satisfactory to A.l.D., com-
mitting A.1.D. to reimburse such bank or banks for payments made by
them to contractors or suppliers through the use of Letters of
Credit or otherwisc, for Dollar Costs of goads and scrvices procured
for the Program In accordance with the tcrms and conditions of
this Agreement., Payment by a bank to a contractor or supplicr will
be made by the bank upon presentation of such supporting documenta~
tion as A.l.D. may prescribe in Letters »f Commitment and Implementa-
tion Letters,

Banking charges incurved In connection with Letters of Commit-
ment and Letters of Credit shall be for the acccunt of Borruwer and
may be financed under the Loan,

SECTION 7.02, Disbursement for Balboa Costs, Upon satisfaction

of conditions precedent, the Borrower may, from time to time, request
disbursement by A.[.D, of Panama Balboas for Balboa costs of guouds and

services procured for the Project In accordance with the terms and
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conditions of this Agrcement by submitting to A.l1.D. such supporting
documentation as A,1.D, may prescribe in Implementation Letters,
A.1.D, shall make such disburscments from Balboas cwned by the United
States Jovernment and obtained by A.1.D. with United States dollars,
The United States dollar cquivalent of the balboas made available
herecunder will be the amount of Unitol States dollars required by
A.1.D. to obtain the balboas,

SECTION 7,03, Other Forms of Disburscment., Disbursemcents of

the Loan may also be made through such othcr means as the Borrower
and A,!.D, may agree to in writing,

SECTION 7.0k,  Date of Disbursement. Disbursements by A.1.D.

shall be deemed to occur, (a) In the case of disbursemaents
pursuant to Scction 7,01, on the datc on which A,1.D, makes a
disbursement to the Borrower, to its designee, or to a banking
institution pursuant to a Letter of Gommitment and (b) in the case
of disburscments pursuant to Sections 7.02 and 7.03 on th: Jate on
which A,1,D, disburses the balboas to the Borrower or its designee.

SECTION 7,05, Terminal Date for Disburscment, Excopt as

A.1.D, may otherwisc agrec in writing, no Letter of comri tment,  or
other commitment documents which may be called for by anotier
forms of disbursement under Scetion 7.03, or amendmont therots

shall be issuecd in response to requests reccived by AL LD, after
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June 30, 1974 and no disbursement shall be made against documenta-
tion received by A.).D. or any bank described in Section 7.01 after
September 30, 197k, A. 1.D. at its option, may at any time or
times after Scptember 30, 1974, reduce the Loan by all or any

part thereof for which documentation was not roceived by such date.
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ARTICLE VI1]

Cancellavion and Suspenslon

SECTION 8.01. Canceliation by the Borrower.  The Borrower may,

with the prior written consent of Asl.D. by written notice to A.t1,D.,
cancel any part of the Loan (i) which, prior to the giving of such
notice, A.1.D, has not disbursed or committed itscelf to Jdisbursc,

or (1) which has not then been vtilized through the issuance of
irrevocable Letters of Credit or through bank payments made other
than under irrevocable Letters of Credit,

SECTiOM 8,02, Events of Default; Acceleration, |f any one

or more of the following events ("Events of Default') shall ccur:

(a) The Borrower shall have fajled to pay when due any
interest or installment of Principal requircd under
this Agreement

(5)  The Borrower shall have failed to comply with any
other provision of this Agreement, including, but
without limitation the obligatisn to carry .ut the
Project with duc Jdilligence and ¢fficicney;

(c) The Borrower shall have failed ¢t pay when luc any
interest or any installment of Principal r any Lther
payment requircd under any other loan 2graevment, any
gueranty agreement, or any Sthor Agreenent hotvcon the Bore

rower or any of its agencics and fiu1.D., then AL, p. may at
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its option, give to the Borrower notijce that all or any
part of the unrepaid Principal shall be duc and payable
sixty (60) days thereafter, and, unless the Event of
Default is cured within such sixty (60) days:

(i) unrepaid Principal and any accrucd interest
hercunder shall be due and payable immediately;
and

(i1) the amount of any further disbursements madea
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:

(@) An Event of Defoult has occurrud;

(b) An cvent occurs that A0, determines to be an extra-
ordinary situation that makes it improbable ¢ither that
the purposc of the Loan will be attained or that the
Borrower will be able to perform jts obligations under
this Agrecement; or

(c) Any disburscment by AJ1.D. would bLe in violation - of the

legislation governing A, 1,D.;
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Then A.1.D., may, at Its option:

(1) 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 through bank payments
made other than under irrcvocable Letters of
Credit, in which event AL1,D, shall give notice
to the Borrower promptly thercafter;

(11) decline to make disbursements other than under
outstanding commitment Jocuments;

(i) decline to issuc additional commitment Jocuments

(iv) at A.l.D.'s expense, dircet that title to goods
financed under the Loan shall be transfoerred to
A.1.D, If the gyods arc from a source outside the
country of the Borrower, are in o deliverable
statc and have not heen offloaded in ports of
entry of the country of the Borrower., Any dis-
bursement made or to be made undder the Llan with
respect to such transforred goods shall e
deducted from Principal,

SECTION 8,04, Canccllation by /.1.D. Following any suspension
of disburscments pursuant to Scction 8,03, if the cause or causes

for such suspension of disbursements shall notr have Leon ol imioatad
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or corrected within sixty (60) days frcm the date of such suspension,
A.1.D. may, at its option, at any time or times thercafter, cancel

all or any part of the Loan that is not then either disbursad or
subject to irrevocable Letters of Credit,

SECTION 8,05,  Continued Effcctivencss of Aqrecment.  Not-

withstanding any canccllation, suspension of disbursement, or
acceleration of repayment, the provisions of this fgreement shatl
continue in full force and cffect until the payment in full of all
Principal and any accrucd intcrest hercunder,

SECTION 8.06. Refunds,

(a) In thc case of any disbursement not supported by valid
documentation in accordance with the terms of this
Agreement, or of any disburscment not made or used in
accordance with the terms of this Agrecement, A,1,D.
notwithstanding the availability or cxercisc of any of
the other remedics provided for under this Agreement,
may require the Borrower to refund such amount in United
States dollars to A.1.D. within thirty Jays after re-
ceipt of a requast therefor,  Such amount shall he made
available first for the cost of goods and servicus

procured for the Project hercunder to the extent justified;
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the remainder if any, shall be applied to the installments
>f Principal in the inverse order of their maturity and
the amount of the Loan shall be reduced by the amount of
such remainder. Notwithstanding any other provision in
this Agreement, A.1,D.'s right to require a refund with
respect to any disbursement under thc Lban shall continue
for five years following the datc of such disburscment,

(b) In the event that A.1.D. receives a refund from any con-
tractor, supplicr, or banking institution, or from any
other third party conneccted with the Loan, with respect
to goods or services financed under the Loan, and such
refund relates to an unrcasonable price for goods or scrvices
or to goods that did not conform to specifications, or to
services that were inadequate, A.1.D, shall first make
such rcfund available for the cust of gouds andd
services procured for the Project herennder, to the
extent justified, the remainder to bLe applied to the
installments of Principal in the inverse order of their
maturity and the amount of the Loan shall be reducerd 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 conncction with amounts due
A.1.D. by reason of the occurrence of any of the events specified

In Section 8,02 may be charged to the Borrower and rcimbursed to A.l.D.

In such manner as A,1.D. may specify,

SECTION 8,08, Nonwaiver of Remcdics.  No reasonable delay

In exercising or omission to excrcisc any right, power, or remedy

accruing to A.1.D. under this Agrecement shall be construed as a
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ARTICLE IX

Miscel lancous

SECTION 9.01. Communications. Any notice, request, document

or other communication given, made or sent by the Borrower or A,1.D.
pursuant to this Agreement shall be in writing or by telegram, cable
or radiogram and shall be decemed 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, teiegrams, cable or radiogram at
the following addresses, Communications by tclegram, cable or radin-

gram will normally be confirmed by maitl,

TO BOR:-OWER:

Mail Address: ierente, Federacion de fooperati-
vas d Crédito de Panama, R, L.
Aptdo. 666!
Panama 5, Panama

Cable Address: FEDPA
Panamma

TO A, I, D,:

Mail Address: Dircctor, Unitcd States
Agency for Int:rnational
Development
P.0. Rox ''J"
f8alboa, . Z.

fable Address: USAID
American Embassy
Panama
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All notices, requests, communications, and documents submitted
to A.1.D. hereunder shall be in English or in Spanish with a courtesy
translation into English, except as A.l.D. may otherwise agree in
writing,

SECTION 9.02, Hepresentatives. For all purposes relative to

this Agreement, the Borrovwer will be represented by the individual
holding or acting in the office of President and/or 3encral Hanager of
the Federation and A.1.D, ill be represented by the individual holding
or acting in the office of the Director, United States Agency for
International Development fiission to Panama or such othar persons as
A.1.D. may designate. Such individuals shall have the authority to
designate additional representatives by written notice. In the event
of any replacement or other designation of a representative hercunder,
Borrover shall submit a statement of the representative's name and
specimen signaturc in form and substance satisfactory to A.1.D.

Until reccipt by A.1.D. of written notice of rovocation of the
authority of any of the duly authoried representatives of the
Borrower designated pursuant to this Soction, it may accept the sig-
naturc of any such representative or representatives on any instru-
ment as conclusive evidence that any action affcected by such instru-

ment is duly authorized.
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SECTION 9.03. Implementation Letters. A.l.D. shall from

time to time issue Implementation Letters that will prescribe the
procedures applicable hereunder in conniction with the implementation
of this Agrcement., Nothing in such letters shall alter the terms

of this Agreement cxcept as permitted by the Agreement,

SECTION 9.04,  Promissory Notes. At such time or times as

A.1.D. may request, the Borrower shall issuc promisory notes or
such other cvidence of indebtedness with respect to the Loan, in
such form, containing such terms and supportud by such legal
opinions as A.l|.D. may recasonably rcqucst.,

SECTION 9.05. Termination Upon Full Payment., Upon payment

in full of the Principal and of any accrucd interest, this
Agreement and all obligations of the Borrower and A.1.D. under

this Loan Agrcement shall terminatc,
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IN WITNESS WHEREOF, Borrower and the United States of America,

each acting through its respective duly authorized representatives,

have caused this Agrecment to bc signed in their names and delivered

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

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

transtation from the English,

FEDERATION OF CREDIT UNIONS OF
PANAMA

ov:_—I 4L

/////ch. Edilberto Esqy)vel
President

- 7

Armando T.ré&n Jr,
Manager

UNITED STATES OF AMERICA

(M T

rt M. Sayrc
’t(d States nmbas'ador
the tepublic of Phnama

e V\%—/ﬁ

T RGEnder Ficto u
Dircctor, Unitod State
Agency for [nturnationel
0:velapment
Hission to Panama




ANNEX | 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 unions.,

Federation sub-loans will bhe distributed among the following
categorics:

(a) Agricultural sub-loans which will be relent by the member

credit unions to satisfy the fixed and working capital
needs of small farmers cngaged in agriculturc and live-
stock production., These loans will be the foundation
for a Directed Agricultural Production Creldit (o/iPC)
program. Such loans will be supcrvised by agricultural
technicians from the Federation,

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

member credit unions to satisfy the fixed and w:rking
capital nceds of persons participating in small industrics
or commercial enturpriscs,

(c) Supplementary working capital sub-loans which may he

uscd for sub-sub-lnans to finance <lucatinnal, medical,
housing or personal expenditurcs, as well as to consuli=-
date previous debts or make investments in agriculture

or small busincsses.
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The following table provides an approximate description of how
the Federation plans to expand its lending operations, and how the

expanded lending operations will be financed.,

ANTICIPATED FEDERATION ADDITIONAL LOAN
FUNDS REQUIRED, BY TYPE OF SUB-LOAN: FY-1972 FY-1973 FY-1974

1) Agriculture & Livestock Production 91,900 297,875 515,275

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

3) Credit Union Supplementary Vorking
Capital 595,623 804,021 1,045,549

Anticipatced amount >f funds invested
in loons outstonding at ycar-cnd 779,191 1,272,723 1,815,437

Anticipated additional loan funds
requircd over previous ycar's
requirements 779,191 L93,538 542,708

SOURCE OF LOAN FUNDS TO MEET REQUIREMENTS

1) Federation

Deposits -0- -0~ -0-

Sharc Capital -0- -0~ 15,437

2) A.l.D. Loon 779,191 1,272,729 1,800,000
Total Funds from All Sources 779,191 1,272,729 1,815,437

Except as A.1,D, may otherwise agree in writing, luring the
disbursement period of the Loan the interest rate on sub-1-ans will not

be more than 10% per annum on ail /Agricultural, Small Business and
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Supplementary torking 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 intcrest rates as it sces fit.

To the extent that the Federation!s income is insufficient to
meet operating cxpenses during the initial years of the project, up
to $100,000 of the Loan may be usced to pay such expenscs, Any
further deficits will be finance] with share capital invested in
the Federation.,  Upon approval by A.l.D, in writing, the Foderation
may als» use up to $100,000 of the Loan t: finance external technical
assistance if requir;d Ly the Felderation or any of its memburs,

During thce first three ycars of the project, the Fuederation is
expected to increase its share capital by ab.ut $370,000, By
continuing to expand its sharc capital basc in successive years, the
Federation will increcase its sub=loon portfolio beyund the amunt
of the Loan as the number, size and volume of business of its

affiliates grow.





