MCC APPROVAL FORM

Compact Information
Country Honduras
Compact Signature Date June 13, 2005
Compact Entry into Force Date September 29, 2005
Compact Number COMO04HNDO05002
Management Entity MCA-Honduras
Effective Date
Document or Agreement for Approval MCC Disbursement Request dated

INITIAL DISBURSEMENT

The attached MCC Disbursement Request is hereby approved and its disbursement of MCC Funding in the
amount of $1,646,545 is authorized to the Permitted Account designated.

MCC has determined that subject to the deferral of certain conditions precedent as stated in the letter from
MCA-Honduras, dated the date hereof (i) the requirements of Article ill of the Disbursement Agreement have
been met and (ii) no act, omission, condition, or event has occurred that would be the basis for MCC to
suspend or terminate, in whole or in part, MCC Funding in accordance with Section 5.4(b) of the Compact.

This form may be executed in counterpart signatures.
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Namé _John Hewko
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Name/ﬂlml Wijesooriya Name. Charles Sethness
Tlﬂe Controller Title: VP of Accountability
Date: ,,,\\}\\\ ol Date: 7’/! i ok

***Note: Whether concurrences are also required from the VP/OGC and
VP/A will depend on the amount of the disbursement request.

Clearance provided by:



Clearance provided by:

Name and Title
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James Gerard
Assistant General
Counsel, Office of
General Counsel
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Jolyne Sanjak

Director, Property Rights
and Land Policy,
Operations
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Tom Campbell, Director,
Financial Development,
Operations
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Ellen Moran
Managing Director,
Infrastructure,
Operations
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Laura Trimble
Senior Director, MSA,
Accountability
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Anne Rothbaum
Associate Director,
M&E, Accountability
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Margaret Kuhlow, _
Managing Director, ESA
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Millennium Challenge Corporation
Attention: John Hewko

Vice President for Operations
875 Fifteenth Street, NW
Washington DC 20005
United States of America
Facsimile: 202-521-3700

February 10, 2006

Re:  Millennium Challenge Compact — Request for Deferral for Certain Year 1,
Q2 Conditions Precedent and Request for Provisional Approval of the Work
Plan

Dear Mr. Hewko:

References are made to that certain Disbursement Agreement by and among the
Millennium Challenge Corporation (“MCC”), the Government of the Republic of
Honduras, acting through the Secretary of the Presidency (the “Government”), and
MCA-Honduras, an independent agency of the Government of Honduras (the
“Disbursement Agreement”) and to that certain Millennium Challenge Compact by and
between the United States of America, acting through MCC, and the Government signed
in Washington D.C. on June 13, 2005 (the “Compact”). Unless otherwise stated, all
capitalized terms that are used but not defined herein shall have the meaning given such
terms in the Compact.

As you are aware, the Disbursement Agreement was signed and the Compact entered into
force on September 29, 2005. At that time, the Parties anticipated that an Initial
Disbursement under the Disbursement Agreement would occur during the last quarter of
2005. Due to delays in the establishment of MCA-Honduras and other factors, the Initial
Disbursement will now occur in the first quarter of 2006. These delays have prevented
MCA-Honduras from satistying certain conditions precedent that were required to be
satisfied by Year 1,Q2 of Schedule 1 to the Disbursement Agreement.

Pursuant to Section 3.2(a)(1)(5) of the Disbursement Agreement, we hereby request a
deferral of the following conditions precedent to MCC Disbursement:

e MCA-Honduras has duly hired each of the other Officers of MCA-Honduras
pursuant to employment agreements which MCA-Honduras has duly executed
and each is in full force and effect;

e MCA-Honduras has duly approved a bid challenge system acceptable to MCC;
MCA-Honduras and MCC each have duly approved the M&E Plan;

The Government and MCC have executed the document contemplated in Section
2.3(e)(iv) of the Compact specifying how Taxes paid on MCC Funding are
refunded to the Program;
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o MCA-Honduras has obtained, to MCC’s satisfaction, the insurance and other
actions related thereto that are required under Section 3.9 of the Compact and
3(d)(ii)(5) of Annex I of the Compact; and

e SOPTRAVI develops a plan acceptable to MCA-Honduras and MCC to
coordinate all donor-funded rehabilitation projects on the Highway CA-5.

We request deferral of the foregoing conditions precedent until the next Disbursement
Period. The deferral of these conditions precedent will not have a material impact on the
ability of MCA-Honduras to implement the Program. If this deferral request is accepted,
the attached Schedule 1 shall replace the existing Schedule 1 to the Disbursement
Agreement. MCA-Honduras agrees that any conditions precedent deferred herein shall
not be waived and must be met by the expiration of the deferral period as set forth herein.

We also hereby request that the Work Plan submitted in connection with the
Disbursement Request for this Disbursement Period be provisionally approved. MCA-
Honduras agrees to modify the Work Plan as soon as practicable, to provide explanatory
text (if applicable) and details satisfactory to MCC and shall re-submit a modified Work
Plan for approval by MCC as a condition precedent to the next Disbursement Period.
MCA-Honduras represents and warrants that the funds requested from MCC for the
Program for this Disbursement Period are reasonable in accordance with our expected
expenditures.

If you, on behalf of MCC, concur with this request for deferral of certain conditions
precedent and this request for provisional approval of the Work Plan, please provide
evidence of your acceptance by countersigning below and delivering the signed letter to
my attention via facsimile or email, with an original to follow via overnight mail.

Sincerely,

Danilo Alvarado
General Director
MCA-Honduras

Acknowledged and Agreed by:

By: E P
Name: 7 ",-_TZZ%L‘._»\“QM Q. (B
Title: VY (y?m\um) N7




Schedule 1 - Conditions Precedent

In addition to any other conditions precedent set forth in the Compact Documents, the implementation Plan or any other Supplemental Agreement, as a

condition precedent to each disbursement for the Program, a Project and any Project Activity identified below, the Government (GoH), MCA-Honduras (MCA-H):
and other Permitted Assignees, as appropriate, shall satisfy, as MCC determines in its sole discretion, each condition precedent set forth betow that correspondy
{to such disbursement prior to the quarter shaded for such disbursement. Except as expressly specified below, each document required as a condition preceden
herein shall be in form and substance acceptable to MCC. Disbursements in Years 2-5 shall be subject to conditions precedent set forth in the Implementation
Pian, Compact Documents and updated versions of this Agreement. For purposes of this Agreement, each quarter shall begin on the first day of either Januan’
April, July or October, provided that, the first quarter of Year 1 under the Program shall begin on the date of Entry into Force and end on December 31, 2005.

Program | Project /Project

Activity Cendiionriacedsnt —~;7| Year2 | Year3  Year4

The Program, all Projects and JMCA-H has satisfied each of the conditions precedent set forth in

all Project Activities §3.1, §3.2 and §3.5 of the Disbursement Agreement, as
applicable.

The Program, all Projects and [MCA-H has duly approved each of the documents required for

all Project Activities Entry into Force.

The Program, all Projects and JThe Bank has established necessary Permitted Accounts in the

all Project Activities name of MCA-H and acceptable to MCC.

All Project Activities IMCA-H has satisfied each of the conditions precedent set forth in
§3.2 and §3.5 of the Disbursement Agreement, as applicable.

All Project Activities IMCA-H has duly hired each of the other Officers of MCA-H
pursuant to employment agreements which MCA-H has duly
executed and each is in full force and effect.

All Project Activities MCA-H has duly approved a bid challenge system acceptable to
MCC.

All Project Activities IMCA-H and MCC each have duly approved the M&E Plan.

All Project Activities The GoH and MCC have executed the document contemplated in

§2.3(e)(iv) of the Compact specifying how Taxes paid on MCC
Funding are refunded to the Program.
All Project Activities IMCA-H has obtained, to MCC's satisfaction, the insurance and
other actions related thereto that are required under Section 3.9
of the Compact and 3(d)(ii)(5) of Annex | of the Compact.

. All Project Activities
All Project Activities IMCA-H has satisfied each of the conditions precedent set forth in
§3.2, §3.3 and §3.5 of the Disbursement Agreement, as
applicable.
All Project Activities IMCA-H has duly engaged a procurement supervisor pursuant to g

Procurement Supervisor Agreement which MCA-H has duly
executed and is in full force and effect.

All Project Activities MCA-H has satisfied each of the conditions precedent set forth in
§3.2, §3.3, §3.4 and §3.5 of the Disbursement Agreement, as
applicable.

MCC is satisfied that each component document of the
implementation Plan (including the Financial Plan, Fiscal
Accountability Plan, Procurement Plan, Works Plans and M&E) is

current and updated.

All Project Activities

All Project Activities A data quality review acceptable to MCC is performed.

All Project Activities An Interim Evaluation acceptable to MCC is performed.

All Project Activities MCA-H performs, satisfactory to MCC, an environmental audit of
all Project Activities.

All Project Activities IMCC is satisfied that, prior to disbursement of MCC Funding for 3

Project or a Project Activity, all Permits necessary to perform
such Project or Project Activity have been obtained, including any
required environmental permits and related public disclosure and
consultation.

Riiral Dévelopiient Projéct ]
All RD Project Activities IMCC is satisfied that the Government has maintained a clear
policy stance against the adoption of any action that limis or
otherwise alters the original terms of an obligation of any borrowe|
to repay a properly documented loan obligation without the
agreement of the lender.

All RD Project Activities 1625 Program Farmers are harvesting high-value horticutture
1
crops
All RD Project Activities 3499 Program Farmers are harvesting high-value horticukure
1
crops
All RD Project Activities 7340 Program Farmers are harvesting high-value horticulture

. crops !






