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AGREEMENT BETWEEN
THE GOVERNMENT OF THE UNITED STATES OF AMERICA
AND |
THE GOVERNMENT OF THE REPUBLIC OF PARAGUAY |
REGARDING THE REDUCTION OF CERTAIN DEBTS OWED TO THE GOVERNMENT
OF THE UNITED STATES AND ITS AGENCIES

The Government of the United States of America (the “USG”) and the Government of the
Republic of Paraguay (the “GOP”),

Seeking to facilitate the conservation, protection, restoration, and sustainable use and ,
management of tropical forests in Paraguay, which provide a wide range of benefits to the people
of Paraguay, |

Notmg that tropical deforestation and forest degradation continue to be serious problems
- in many regions of the world, :

Reco’gmzmg that the alleviation of external debt in the context of broader economic
reforms can reduce economic pressures on countries and result in increased protection for
tropical forests,

Also recoghizing_ that economic benefits to local communities of sustainable uses of
tropical forests are critical to their protection and sustainable management,

Conszdermo Paraguay’s positive record in 1mp1emen11ng market-based economic reforms
including sustained efforts to liberalize its investment regime, and

In furtherance of the goals of the U.S. Troplcal Forest Conservation Act of 1998, as
amended, and the Poreign Operations, Export Financing, and Related Programs Appropnauons
Acts for U.S. fiscal years 2004 and 2003,

Have agreed as follows:
Article 1
DEFINITIONS

1. “526 1015 July 2006 Payment” means, if the Closing Date is afier July 17, 2006, the amount
due on July 17, 2006 from, and paid by or on behalf of, th¢ GOP to USAID with respect to
Loan 526 L0135 that shall be transferred by USAID according to the provisions of Article I1I,
paragraph 2 or 3 of this Agreement.

2, 526 T028 July 2006 Payment” means, if the Closing Date is after July 24, 2006, the amount
due on July 24, 2006 from, and paid by or on behalf of, the GOP to USAID with respect to
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Loan 526 T028 that shall be transferred by USAID according to the provxsmns of Artzcle I]I '
paragraph 2 or 3 of this Ageement -

“526 L021 August 2006 Payment” means, if the Closing Date is after August 20 2006 the
amount due on August 20, 2006 from, and paid by or on behalf of, the GOP to USAID with
respect to Loan 526 1.021 that shall be transferred by USAID accordmg to the provxsmns of

 Article III, paragraph 2 or.3 of this Agreement.

“526 LO18 August 2006 Payment” means, if the Closing Date is after Auoust 21, 2006 the
argount due on August 21, 2006 from, and paid by or on behalf of, the GOP to USAID with
respect to Loan 526 1.018 that shall be transferred by USAID according to the prowsmns of
Article IT], paragraph 2 or 3 of this Agreement.

“Agreement” means this debt reduction agreement, as it may be amended frOm tlme to time,

“Board” has the meaning ascribed to it in Article ITT of the Tropical Forest Agreement.

- “Business Day” means any day on which the Central Bank of Paraguay is open for

business, or, with respect to the provisions of Article II, paragraphs 1 and 2, and, if
applicable, with respect to Articles III, paragraphs 2 and 3, Article V, paragraph 4(b)(iii),
and Article VII, paragraph 2, of this Agreement, any day on which both the Central Bank
of Paraguay and the Federal Reserve Bank of New York are open for business.

“Closing” has the meaning set forth in Article I of this Agreement.

, “Closing Date” has the meaning set forth in Article II of this Agreement.

“Efféct_ive Date™ has the meaning set forth in Article VII, paragréph 1 of this Agreement.
“Exchange Rate™ means the daily reference exchange rate for Local Currency expressed
in U.S, Dollars as certified by the Central Bank of the Republic of Paraguay for the
Business Day on which the Payment is made.

“Bxecutive Director” has the meaning ascribed to it in the Tropical Forest Agreement.

“Fiscal Agent™ has the meaning ascribed to it in Article II, paragraph 4, of the Tropical
Forest Agreement.

“Fund” means the new Tropical Forest Conservation Fund established in accordance with
the laws of Paraguay pursuant to the Tropical Forest Agreement.
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“GOP” means the Government of the Republic of Paraguay, its agencies or
instrumentalities, acting primarily through the Ministry of Finance.

b‘fLocal Currency” means the lawful currency of the Republic of Paraguay.

“New TFCA Obligations” means the GOP’s new obligations concluded pursuant to this

Agreement, which shall replace the Old Obligations and obligate the GOP to make the
Payments to the Fund in accordance with the Tropical Forest Agreement and the terms
and conditions set forth herein.

“Notification Date” has the meaning set forth in Article V, paragraph 4 of this
Agreement.

“Old Obligations” means Loans 526 1015, 526 L016, 526 LO18, 526 L012A, 526 L021,
526 1.024, 526 1.023, 526 W026, 526 T027, and 526 T028, under the agreemeénts entitled
“Loan and Grant Agreement between the Government of Paraguay and the Government

of the United States of America Acting through the Agency for International '
Development,” dated January 6, 1967, April 10, 1967, January 29, 1968, October 4, 1968 '
October 1, 1970, September 3, 1971, October 9, 1972, May 23, 1974, June 30, 1975, and

' November 9, 1976, respectively, that obligate the GOP to repay principal and interest on

debt whose ouytstanding principal sums at July 6, 2006 amount to U.S.$ 6,549, 673.47 and
whose outstanding scheduled interest sums at July 6, 2006 amount to U.S.$ 840,454.46.

“Overdue Interest” means interest that accrues at a rate of 2,5 percent per annum with
respect to Obligations 1, 2, 3 and 4 of Schedule A, and at a rate of 3 peroent per annum
with respect to Obligations §, 6, 7, 8, 9 and 10 of Schedule A, on any overdue and unpaid
Payment. Overdue Interest shall be paid in Local Currency, unless Article V, paragraph

“4(b)(iii) of this Agreement applies.

“Party” means either the USG or the GOP, and “Parties” means both the USG and the -
GOP.

“Payment(s)” means the payment(s) to be made by the GOP under the New TFCA
Obligations as shown in Schedule A. A Payment shall be made in Local Currency
oalculated by the Government of Paraguay using the Exchange Rate unless the Agreement
specifically requires a U.S. Dollar Payment,

“Payment Due Date’ has the meaning set forth in Article V of this Agreement.

“Schedule A” means the attached repayment schedule for the New TFCA Obljgations.
Schedule A lists the dates and amounts due for Payments under the New TFCA
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Obligations. Payments under the New TFCA Obligations are hsted on Schedule A as
U.S. Dollar Interest Payments, but, as provided in this Agreement, are to be paid in Local
Currency using the Exchange Rate unless Article Il or Article IV, paragraph 4(b) of this
Agreement apply.

“Signature Date” has the meaning set forth in Article VII of this Agreemeht.\
“Termination” has the meaning set forth in Article VII of this Agreemen:t_';'} |
“Tropical Forest Agreement” means the “Agreement Between the Govefnnient'of the

United States of America and the Government of Paraguay Concerning the Establishment
of a Tropical Forest Conservation Fund and a Tropical Forest Conservation Board”, dated

" as of the same date as this Agreement, to provide for the establishment and operation of a

fund and the operation of an administering board in order to promote activities designed
to conserve, maintain, restore or promote sustainable use the tropical forests of Paraguay ‘

“USAID” means the United States Agency for Internatmnal Development

“USG” means the Government of the United States of America, acting pnmanly through
the U.S. Department of the Treasury.

“U.S. Treasury Bsciow Acocount” has the meanings set forth in Article II, and Article V,
paragraph 4(b)(iii) of this Agreement.

Article I
CLOSING AND REDUCTION OF OUTSTANDING DEBT

Pursuant to the terms and subject to the conditions hereof; at the Closmg, the USG and
the GOP shall cancel the Old Obligations, and in its place substxtute the New TFCA
Obligations.

The consummation of the transactions set forth in paragraph 1 of this Article (the
“Closing”) shall occur on the Business Day (the “Closing Date) which is either: (a)
September 7, 2006; or (b) such other Business Day on or before September 29, 2006, as
may be agreed by the Parties in writing on or before the date set forth in subsection (a) of
th1s paragraph.

The GOP agrees to make Payments to the Fund in Local Currency as calculated with the
Exchange Rate in accordance with the New TFCA. Obligations as specified in Schedule A
and in accordance with the terms and conditions set forth herein and in the Tropical
Forest Agreement. If the respective Payment Due Date for the payment to the Fund is
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not a Business Day, then the Payment Due Date for that payment shall be the next
succeeding day which is a Business Day.

4, The GOP agrees not to assign the New TFCA Obligations to any third party.

Article 1T
PAYMBNTS ON THE NEW TFCA OBLIGATIONS TO THE U.S. TREASURY ESCROW
ACCOUNT AND OTHER PAYMENT ADJUSTMENTS

1. In the event that the Tropical Forest Agreement has entered into force but the Fund has -
not been fully constituted under Paraguayan law, the Board appointed, and a Fiscal Agent
or Bxecutive Director selected, the GOP shell make any Payment when dune under

-Schedule A in U.S. dollars in the amount set forth in Schedule A into a USG account, as
directed by Treasury through information provided to the GOP before the Closing Date
(the “U.S: Treasury Escrow Account.”™ Amounts deposited in the U.S. Treasury Escrow
Account shall riot bear interest. Once the Fund is constituted, the Board appoirted, and a
Fisoal Agent or Executive Director selected, Treasury shall transfer promptly to an

“account, as designated by the GOP, all U.S. dollar funds in the U.S. Treasury Escrow
Account. Within three (3) Business Days thereafier, the GOP shall then make a payment
to.the Fund in Local Currency, calculated by using the Exchange Rate, of an amount
equivalent to the U.S. doller funds transferred by the U.S. Treasury.

2. The GOP instructs USAID to transfer, as applicable, the 526 L015 July 2006 Payment,
the 526 T028 July 2006 Payment, the 526 L021 August 2006 Payment, and the 526 L018
August 2006 Payment to the U.S. Treasury Bscrow Account referred to in paragraph 1
above in the event that the Tropical Forest Agreement has entered into force but the Fund
has not been fully constituted under Paraguayan law, the Board has not been appointed,
and a Fiscal Agent or Executive Director has not yet been selected. Such transfer shall’
occur no later than 14 Business Days after the Closing Date.

3. In the event that the Fund has been fully consututed under Paraguayan law, the Board hag
been appointed, and a Fiscal Agent and Executive Director have been selected within 14
Business Days after the Closing Date, USAID, within 14 Business Days after the Closing
Date, shall transfer, as applicable, the 526 L015 July 2006 Payment, the 526 T028 July
2006 Payment, the 526 1021 August 2006 Payment, and the 526 L018 August 2006
Payment to an account designated by the GOP. Within three (3) Business Days
thereafter, the GOP shall then make a payment to the Fund in Local Currency, calculated
by using the Exchange Rate, of an amount equivalent to the U.S. dollar funds transferred
- by USAID.

Article IV
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CONDITIONS TO CLOSING

The obhgatmn of USG hereunder to cancel the Old Obhgatlons and substltute the New
TFCA Obligations shall be subject to the fulfillment or waiver on or prior to the Closing
Date of the following conditions, each of which shall be performed to the sausfactmn of
the USG:
(2) The GOP shall have paid in full to USAID any émounts due
under the Old Obligations up to, but not 1nc1udmg, the Closing
Date. For the avoidance of doubt GOP shall continue to
make payments to USAID under the terms and condmons, and
according to the payment schedules, of the Old Obhgauons on
any amounts due to USAID under thie Old Obligations for the
period between the Signature Date and the Closing Date.
After the Closing Date, the 526 L015 July 2006 Paymient, the
526 T028 Tuly 2006 Payment, the 526 L021 August, 2006
Payment, and the 526 L018 August 2006 Payment, as -
applicable, shall be transferred by USAID to the U.S, Treasury
Bscrow Account or an account degignated by GOPin
accordance with the procedures set forth in Article I, -
paragraphs 2 or 3. -

(b) The GOP shall have signed this Agreement and the Troplcal
Forest Agreement.

(¢) The Paraguayan Congress shall have ratified this Agreement
and the Tropical Forest Agreement.

(d) The USG shall have received from the GOP such further
documents, opinions, and certificates as the USG shall
reasonably request. .

Article V
FAILURE TO MAKE A PAYMENT OF PRINCIPAL OR INTEREST ON THE
NEW TFCA OBLIGATION WHEN DUE

In the event the GOP does not make full payment of any installment under the New
TFCA Obligations when due under this Agreement (each such due date hereinafter
referred to as a *“‘Payment Due Date”), the GOP shall within 7 Business Days commence
discussions with USG to resolve such payment default. The GOP and the USG agree to
use their best efforts to find a mutually acceptable solution.
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* Overdue Interest shall accrue on any overdue and unpaid installment of the New TFCA
Obligations. The GOP shall make an Overdue Interest payment as soon as possible,
without waiting for the due date of the next scheduled payment under the New TFCA
Obligations.

- Except as otherwise provided below, the GOP shall pay any Overdue Interest accruing on
a due and unpaid Payment under a New TFCA Obligation directly to the Fund.

(2) Notwithstanding any other provision of this Agreement or the Tropical Forest
Agreement, if the USG determines that any other condition under this Agreement or the
Tropical Forest Agreement is not being substantially fulfilled and so notifies the GOP
* (the date of receipt of the notification being the “Notification Date™), the GOP shall
commence discussions with the USG within seven (7) Business Days after the
Notification Date to seek to resolve such matter. The GOP and the USG agree to use
their best efforts to find a mutually acceptable solution. The GOP shall continue to make
- any Payment when due to the Pund after the Notification Date, unless othermse
instructed. :

(b) Ifthe GOP and the USG are ynable to find a mutually acceptable golution W1th1n sixty
(60) Business Days following either a Notification Date or GOP’s failure to make a full

- Payment on the Payment Due Date, including any accrued Overdue Interest, if applicable,

the following procedures shall apply:

(i) the USG may require the GOP to pay immedjately in U.S. Dollars any
unpaid Payment under the New TFCA Obligations, mcludmg any accrued
Overdue Interest, to the Fund;

(i) the USG may, in its sole discretjon, declare all, or any part of, firture
Payments under the New TFCA Obligations due and payable immediately in
U.S. Dollars (“Accelerated Payments™), in which case, such amounts shall be
paid to the Fund for distribytion in accordance with the Tropical Forest
Agreement unless Article IV, paragraph 4(b)(lii) below applies; and

(iii) the USG may, in its sole discretion, require that the GOP make unpaid and
future Payments, including any accrued Overdue Interest, or Accelerated
Payments, in U.S, Dollars to the U.S. Treasury Escrow Account until the USG,
in its sole discretion, is satisfied that the conditions under this Agreement and
the Tropical Forest Agreement are being fulfilled, If satisfied, the USG shall
transfer finds to the Fund from the U.S. Treasury Bscrow Account within 14
Business Days of such determination.



Article VI
AMENDMENT AND NOTIFICATION ‘

1. This Agreement may be amended with the writtén consent of both Pa.rtie‘s . o

2. All notices, consents, requests, instructions, approvals, and other commumcatlons
provided for in this Agreement shall be in writing and shall be deemed vahdly given (a)
on the date of delivery when delivered by hand, (b) on the date of transmission when sent
by facsimile transmission during normal business hours with telephone conﬁrmatlon of
receipt, or (c) on the date of receipt in accordance with the records of rece1pt bya
reputable overnight courier that maintains records of receipt, all ad.dressed as set forth
below (or to such other address as any Party shall have designated by notlce m
accordance with this Article VI to the other Party). .

FOR THE USG: Deputy Assistant Secretary
International Development Finance and Debt
Department of the Treasury '
1500 Pennsylvania Avenue
Washington DC 20220
Tel. (202) 622 0070 .
Fax (202) 622 0658

FOR THE GOP: Vice Minister of Economy and Integration
Ministry of Finance
Presidente Franco 173
Asuncion, Paraguay
Tel, (595-21) 490-391
Fax (595-21) 441-474

: Article VIL
ENTRY INTO FORCE AND TERMINATION

1. This Agreement shall enter into force on the date (the “Effective Date™) that is forty
calendar days after the date of the last signature hereto (the “Signature Date™), unless a party
gives notice to the other party, prior to the expiration of that forty-day period, that it is unable to
bring the Agreement into force.

. 2. This Agreement shall automatically terminate: (a) in the event that the Closing has not
taken place on or before (i) September 7, 2006 or (ii) such later Business Day on or before
September 29, 2006, as may be agreed by the Parties in writing on or before the date in
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subparagraph (1) of this paragraph;, or (b) if the Closing has occurred, upon the payment by the
- Government of Paraguay of all amounts due under the New TFCA Obligations.

IN WITNESS WHEREOF the undersigned, being duly authorized by their respective
Governments, have signed this Agreement.

~ DONE at Asuncion, Paraguay, this _ﬂ day of June, 2006, in duplicate in the English
language

o
Coepionr )
GOVERNMENT OF THE FOR THE GOVERNMENT OF THE

D STATES OF AMERICA REPUBLIZJOF PARAGUAY



Schedule A

Schedute of Payments: New TFCA Ohligations

Obligalion 1 Obligafinn2 Ctiligation 3 . Obligation 4 QObligation 5
Scheduled  Schedited Schedited Scheduled Schefuled  Schoeduled Scheduted  Srbeduled Schedufed  Schedulod
Princksl  Inlerest Princpef  hlerest Priuipal  Interast Prigps!  nterest Principal Infesext -
“JITI12006 § 10067054 § 514566 ) 11/9/2006 $10568072 § 4,0613.13 [“&21/2006 § 4201030 § 250001 | 52007 § 1623873 § (0M92 |*"B2O0G6 § 8940875 § 1200384
007 § imesee $78e758| SIB2007 $1070611.38 § 250201 | 2212007 $ 4253649 §. 216608 7/5/2007 § 1623870 $ 8183| ZANN07'$ 9074785 8 145GR74
THIIO0T § 10920303 $ 661347 | 11RZ007 $1R348.00 ¢ 135036 BI2N2007 § 4306712 § 4G3529| 1472008 $ 1R2873 § 60895 G20E007 § 210807 § 13207.52
UTTZ008 § 10849307 $ 532343 220/J008 34360546 § 100505 | 752008 § 162873 § 40588 | 20202008 3 9049071 3 1449588
N0 § 167808 § 401727 BIZIN00B $4415061 3 S51em] 150000 ¢ 1629873 § 20208 ANIOOR § 8489307 § 10AZA52
TH712008 § WTI2.72 § 268478 N8 $  RAGA6 § 900013
THTI009 § 10846034 § 135575 8008 § erTEIN . § 79530
‘ 007010 § ©263 § 606895
8202010 § 100.71804 § 460055
2202011 § 10222678 § 306051
87202011 § 10372653 § 1,5654(
Total § 731576685 $7,00824 Total 331105065 §80:850] Total RI5XER § B4 Total $ 6119385 § 20474 Total $1050.622.10 § 57,82674
Obifgation 6 Qbligation 7 Obligation 8 Okligalion 9 Obligation 10
Scheduled - Scheduted Seheduled  Scheduled Schoduled  Scheduled Scheduled  Schedied Schedled  Scheduled
Pincipal  Mterest Principal  (nfgrest Fincipal  Inferest Prictipal  Interest Princps! Inferest
52005 § 200141 § 42741 | 1272602006 $ 4021020 SINOG1.68 | 127006 $ 4332754 8 9247922 | 120002006 § 16089 § A723 702412006 § 4356041 § 1686089
SNEHO07 § 200143 § 39738 ) 6202007 8 4087396 $O4SAIZ| G007 4397746 § 1162830 GE2007 S 5656830 § 1941982) 12402007 § 4461880 § 1822130 |
MAS2007T $ 206191 § 368 [ 122612007 $ 4142656 S 684852 | S2802007 §44637.42 § 11,16854 12672007 $ 667813 $ 185 ] 742007 § 450800 3 17,5520
SNS008 3 200084 3 608| /2617000 § 4Z04GS4 § 829514 | G008 $4530567 $nsoccal CRIZD0B $ 76805 8 1772757) U24U2008 §  ¢595741 § 1667280
1IA52008 ¢ 212423 § 04 | 12612008 § 4267766 -$ 759444 [ 122008 § 4596627 § 087049 1208 $° 5854575 § 1606236 | 724000 § 4555692 § 16,163.18
51572008 $ 215609 § 27270 | GRG2008 3 4331781 § 695477 | WWIDI0 § 4661607 § 913069] GHIDID § I9A7AGS § 1558418 1240000 § 4706677 § 154K
1INS2009 § 218843 § 24033 | 122602000 $ 4A96T.57 $60451 ) 1UNHN0 34762 § BAMSS| 1202008 $ 6031520 § IS09282) 724/2000 §  4BOST.A2 § 1477288
BASED0 § 237125 § 01NG{ G/IG/20M0 §44627.00 $564490[ CKUZOI0 $4B06RES § 771851 ] 6F2010 $ 6122000 §$ M,16a00| 1242010 § 4B7ER13 § 1406197
1IHE2010 § 225458 § 17424 | 120672010 $ 4528648 § 491550 | 120972010 § 4080816 § GeGB5a) 72050010 § 6213833 § WMO79{ 2AZ010.§ 4951985 $ 1332015
SASE0NY S 226840 S 14n42| B26R20M1 §$45¥7581 $a2644| G201 $405028° 8 G648 GREZ01T S GG § 2ImA| YOI § 026276 § 12TTHY
1INE011 8 230272 § 10610} 12/2602011 ¢ 4565528 § 360650 | 1200011 $5026330 § S5RB] 1NN § CLHMEAS § 11IBE6| TN §  SIUIGES § 1182041
SA012 3 236756 § T126| 62612092 $47.3055 §290652( G012 $51(G780 § 470093 ERIDI2 & GASISTY § 1043141 ] 1242012 8 76104 5 1GBIA ]
UASIDI2 § 255289 § 3609 | 1226/2012 § 4807605 $ 2,196.00 | 1282012 500020 $ 400055 | 1202012 § 86595036 § 94ATS| TIMRDI2'$ R255867 § (0714
C/262013 § 4600099 § 147480 | ©2013 $82580.25 § 320651 )  HHI013-§ 664063 S BAG748]| 12420138 MATOS § K4RAS|
1212672013 S AR5I8H7 § 74293 | VU201 § JAIBI5 § 241 | 1262013 § BISH4TA 8 TAB338 | T2ADIY-3 541 S AREs|
: - GRIDM 5016948 § 183TIR | 6672014 § 656391 § GAdt) A0S 549947 8. THA
A20/2014 $5456231 5 EMTI| 12GE014 § 660IAI7 3 SMATS{ - TRAI0N4.8  S5THI66 §° 705624
' . -B/R015 § - TI0B05 § 436827 | - V242015 § ¢ 5562062 § B2iAB]
A2BA0M5 5 TAN07 5 A2N05] TIRNIONS § - 745808 §
fEf2016 $ 7XIS578 § 221234 V24MDI6 § 3L $ 4TR12
12572016 § A2A37 S 1140] TRADDIG § sO6E5 § ANEM
: 12472017 8 GODES06. § 274504
TRAZONT 3 6096040 8 184461}
14018 § 5181195 §  SA67
Tutal $ IAEATS § 300087 Total §620781.85 (eA2ean? Tolal $31.84783 31676787 Tolal $1. 4861539 $2A75418 Totel § 12871248 $2VAL00

*Soa deBnbon of S26LO15 Nty 2006 Peyment aadl Relaled Provions

*Ste dydnTion 0T SZ6L021 Auguet 2006 Peywenl s ReTvled PrveRns .

*Bredalnikm of B281518 July 2006 Payment and Relided ovsionE  **See defridon ol SZ6T0ZE July 2008 Paymentand Reled Prmisnme
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