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No. 3562. EXCHANGE OF NOTES CONSTITUTING AN
AGREEMENT’ BETWEEN THE UNITED STATES OF
AMERICA AND COSTA RICA RELATING TO THE
GUARANTY OF PRIVATE INVESTMENTS PURSUANT
TO SECTION 413 (b) (4) OF THE MUTUAL SECURITY
ACT. SAN JOSE, 23, 25 AND 26 FEBRUARY 1955

I

The AmericanAmbassadorto the Costa Rican Acting Minister
of Foreign Affairs

AMERICAN EMBASSY. SAN JOSE

No. 80
February 23, 1955

Excellency:

I havethe honor to refer to conversationswhich haverecentlytakenplace
betweenrepresentativesof our two Governments,relatingto guarantiesauthoriz-
ed by Section413 (b) (4) of the Mutual SecurityAct of 1954,a copy of which is
enclosed.2 I also havethe honor to confirm the understandingsreachedas a
result of theseconversationsas follows:

The Governmentsof CostaRicaandof the UnitedStatesof Americawill, uponthe
requestof eitherof them,consultrespectingprojectsin CostaRicaproposedby nationals
of the United Statesof America with regardto which guarantiesunder Section413 (b)
(4) of the Mutual Security Act of 1954, havebeenmadeor are underconsideration.
With respectto suchguarantiesextendingto projectswhich areapprovedby the Govern-
mentof CostaRica in accordancewiththeprovisionsof theaforesaidSection,the Govern-
ment of CostaRica agrees:

a. That if the Governmentof the United Statesof America makespaymentin
United Statesdollarsto any personunderanysuchguaranty,the Governmentof Costa
Rica will recognizethe transferto the Governmentof the United Statesof America
of anyright, title, or interestof suchpersonin assets,currency,credits,or otherproperty
on accountof which suchpaymentwas madeand the subrogationof the Government
of the UnitedStatesof Americato any claim or causeof actionof suchpersonarisingin
connectiontherewith. The Governmentof CostaRicashall alsorecognizeanytransfer
to the Governmentof the UnitedStatesof Americapursuantto such guarantyof any
compensationfor losscoveredby suchguarantiesreceivedfrom any sourceotherthanthe
Governmentof the United Statesof America;

b. Thatcolonamountsacquiredby theGovernmentof the UnitedStatesof America
pursuantto such guarantiesshall be accordedtreatmentnot less favorablethan that

1 Cameinto forceon 25 February1955by theexchangeof thesaidnotes.
Seep. 131 of this volume.
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accorded,at the time of suchacquisition,to private fundsarising from transactionsof
UnitedStatesnationalswhicharecomparabletothe transactionscoveredby suchguaran-
ties,andthatsuchcolonamountswill befreely availableto theGovernmentof theUnited
Statesof America for administrativeexpenditures;

c. Thatanyclaim againstthe Governmentof CostaRicato which the Government
of the UnitedStatesof Americamay be subrogatedas theresult of any paymentunder
sucha guarantyshall bethe subjectof directnegotiationsbetweenthe two Governments.
If, within a reasonableperiod, the two Governmentsare unableto settle the claim by
agreement,it shall be referredfor final andbinding determinationto a sole arbitrator
selectedby mutualagreement. If theGovernmentsare unable,within a periodof three
months,to agreeuponsuchselection,the arbitratorshall beonewho may be designated
by the Presidentof the InternationalCourtof Justiceat the requestof eitherGovern-
ment.

Upon receiptof a note from Your Excellencyindicating that the foregoing
provisionsareacceptableto the Governmentof CostaRica, the Governmentof
the United Statesof Americawill considerthat this noteandyour reply thereto
constitute an agreementbetweenthe two Governmentson this subject, the
agreementto enterinto force on the dateof Your Excellency’s note in reply.

Pleaseaccept, Excellency, the assurancesof my highestand most distin-
guished consideration.

Robert F. WOODWARD
Enclosure:

Copy of Section413 of theMutual SecurityActof 1954.

His Excellency Lic. FernandoFournier Acufla
Acting Minister of Foreign Affairs
SanJosé,CostaRica

SECTION 413 OF THE MUTUAL SECURITY ACT OF 1954

Sec.413. ENCOURAGEMENT OF Fnsn ENTERPRISEAND PRIVATE PARTICIPATION.—
(a) The Congressrecognizesthe vital roleof freeenterprisein. achievingrising levels of
productionand standardsof living essentialto the economic progressand defensive
strengthof the free world. Accordingly, it is declaredto be the policy of the United
Statesto encouragethe effortsof otherfreenationsto increasetheflow of international
trade, to fosterprivateinitiative and competition, to discouragemonopolisticpratices,
to improve the technicalefficiency of their industry,agricultureandcommerce,and to
strengthenfree laborunions;andto encouragethe contributionof United Statesenter-
prise toward the economicstrengthof otherfree nations,through privatetrade and
investmentabroad,private participationin the programscarried out under this Act
(includingthe useof privatetradechannelsto themaximumextentpracticablein carrying
out such programs),and exchangeof ideasand technicalinformation on the matters
coveredby this section.

(b) In order to encourageandfacilitateparticipationby privateenterpriseto the
maximumextentpracticablein achievinganyof the purposesof this Act, thePresident:
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(1) Shallmakearrangementsto find anddrawthe attentionof private enterpriseto
opportunitiesfor investmentanddevelopmentin otherfreenations;

(2) Shall acceleratea program of negotiating treaties for commerceand trade,
includingtax treaties,which shallincludeprovisionsto encourageand facilitatetheflow
of privateinvestmentto nationsparticipatingin programsunderthis Act;

(3) shall, consistentwith the securityand best interestsof the United States,seek
complianceby othercountriesor a dependentareaof any countrywith all treatiesfor
commerceand tradeand taxesand shall take all reasonablemeasuresunder this Act
or otherauthorityto securecompliancetherewithand to assistUnited Statescitizens
in obtainingjust compensationfor lossessustainedby themor paymentsexactedfrom
themas a resultof measurestakenor imposedby any countryor dependentareathereof
in violation of anysuchtreaty;and

(4) maymake, until June30, 1957,underrulesandregulationsprescribedby him,
guarantiesto anypersonof investmentsin connectionwith projects,includingexpansion,
modernization,or developmentof existingenterprises,in any nation with which the
United Stateshasagreedto institute the guarantyprogram:Providedthat:

(A) suchprojectsshallbeapprovedby thePresidentasfurtheringanyof thepurposes
of this Act, andby the nationconcerned;

(B) theguarantyto anypersonshallbelimited toassuringanyor all of the following:
(i) thetransferinto UnitedStatesdollarsof othercurrencies,or creditsin suchcurrencies,

receivedby suchpersonasearningsor profitsfrom theapprovedproject,as repayment
or returnof the investmenttherein,in whole or in part, or as compensationfor the
saleor dispositionof all or anypartthereof;

(ii) the compensationin UnitedStatesdollarsfor lossof all or anypartof the investment
in the approvedproject which shall be found by the Presidentto havebeenlost to
suchpersonby reasonof expropriationor confiscationby actionof the government
of a foreign nation;
(C) whenanypaymentismadetoanypersonpursuantto a guarantyas hereinbefore

described,thecurrency,credits,assets,or investmenton accountof which suchpayment
is madeshall becomethe propertyof the United StatesGovernment,and the United
StatesGovernmentshallbesubrogatedto any right, title, claim or causeof actionexisting
in connectiontherewith;

(D) theguarantyto anypersonshallnotexceedtheamountof dollarsinvestedin the
projectby suchpersonwith the approvalof thePresidentplus actualearningsor profits
on said projectto the extentprovidedby suchguaranty,and shallbe limited to a term
notexceedingtwentyyearsfrom the dateof issuance;

(E) a feeshall be chargedin an amountnotexceeding1 percentumperannum of
the amount of eachguarantyunderclause(i) of subparagraph(B), andnot exceeding
4 percentumof the amountof eachguarantyunderclause(ii) of suchsubparagraph,
andall feescollectedhereundershallbeavailableforexpenditurein dischargeof liabilities
underguarantiesmadeunderthis sectionuntil suchtimeas all suchliabilities havebeen
dischargedor haveexpired,or until all suchfeeshavebeenexpendedin accordancewith
the provisionsof this section;

(F) the Presidentis authorizedto issue guarantiesup to a totalof $200,000,000:
Providedthat any funds allocatedto a guarantyand remainingafter all liability of the
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United Statesassumedin connectiontherewithhasbeenreleased,discharged,or other-
wiseterminated,shallbeavailablefor allocationtootherguaranties,the foregoinglimita-
tion notwithstanding. Any paymentsmadeto dischargeliabilities underguaranties
issuedunderthis subsectionshall be paidout of feescollectedundersubparagraph(E)
aslong as suchfeesareavailable,and thereaftershall bepaid outof funds realizedfrom
the saleof noteswhich havebeenissuedunderauthorityof paragraph111(c) (2) of the
EconomicCooperationAct of 1948,as amended,whennecessaryto dischargeliabilities
underany suchguaranty;

(G) theguarantyprogramauthorizedby thisparagraphshallbeusedtothemaximum
practicableextentandshall be administeredunderbroadcriteria so as to facilitateand
increasethe participationof privateenterprisein achievingany of the purposesof this
Act;

(H) as usedin this paragraph:
(i) theterm “person”meansa citizenof the UnitedStatesor anycorporation,partner-

ship,or otherassociationcreatedunderthe law of the United Statesor of any State
or Territory andsubstantiallybeneficiallyownedby citizensof theUnitedStates,and

(ii) theterm “investment”includesany contributionof capitalgoods,materials,equip-
ment, services, patents,processes,or techniquesby any personin the form of
(1) aloanor loanstoanapprovedproject,(2) the purchaseof a shareof ownershipin
anysuchproject, (3) participationin royalties,earnings,or profits of anysuchproject,
and (4) the furnishing of capital goodsitems and related services pursuantto a
contractproviding for paymentin whole or in part after the endof the fiscal year
in which the guarantyof suchinvestmentis made.

II

The CostaRicanActing MinisterofForeign Affairs to the AmericanAmbassador

[SPANIsH TEXT —. TEXTE ESPAGNOL]

REPUBLICA DE COSTA RICA

MINISTERIO DE RELACIONES EXTERIORES Y CULTO

No. DM-4514-B
San José,febrero25 de 1955

Señor Embajador:

Tengo el honor de referirme a la nota de Vuestra Excelenciade fecha
febrero23 de 1955, que literalmentedice:

[See note I — Voir note I]

y a eserespecto,en nombredel Gobiernode CostaRica, manifestara Vuestra
Excelenciaqueel Convenioentreel IlustradoGobiernodelosEstadosUnidosde
Americay el nuestro,tal como VuestraExcelencialo exponeen la mencionada
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nota,escorrectoy tenemosmuchogustoenconfirmarlo en lo queal Gobiernode
CostaRica se refiere.

Aprovechoestaoportunidad,parareiteraral ExcelentisimoSeñorEmbajador
los sentimientosde mi más alta y distinguidaconsideración.

FernandoFOURNIER

Vice-Ministro de RelacionesExteriores

ExcelentisimoSeñor Robert F. Woodward
Embajadorde losEstadosUnidosde America
Ciudad

[TRANSLATION’ — TRADUCTION9

REPUBLIC OF COSTA RICA

MINISTRY OF FOREIGN AFFAIRS AND WORSHIP

No. DM-4514-B
San José, February25, 1955

Mr. Ambassador:

I havethe honor to referto Your Excellency’snotedatedFebruary23, 1955,
which,word for word, reads:

[Seenote I]

and in regardthereto, on behalf of the Governmentof CostaRica, to inform
Your Excellencythat the Agreementbetweenthe Governmentof the United
Statesof Americaandours,assetforth by Your Excellencyin theaforementioned
note, is correctandwetakegreatpleasurein confirming it in so far as it relates
to the Governmentof CostaRica.

I avail myselfof this opportunityto renewto His Excellencythe Ambassador
the assurancesof my highestandmost distinguishedconsideration.

FernandoFOURNIER
Acting Minister of Foreign Affairs

His ExcellencyRobert F. Woodward
Ambassadorof the United Statesof America
City

1 Translationby the Governmentof theUnitedStatesof America.
8

Traductiondu GouvernementdesEtats-Unisd’Amérique.
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III

The AmericanAmbassadorto the CostaRican Acting Minister

of Foreign Affairs
AMERICAN EMBASSY

No. 83
San José, February 26, 1955

Excellency:

In acknowledgingwith appreciationYour Excellency’sNote No. DM-4514-
B, datedFebruary25, 1955,I havethe honor to inform Your Excellency that I
am also authorizedby my Governmentto statethat only after consultingwith
andobtaining the approvalof the Governmentof CostaRica will the Govern-
mentof the United Statesof Americaissueaguarantywith regardto any project
in Costa Rica proposedby nationals of the United Statesof America under
Section413 (b) (4) of the Mutual SecurityAct of 1954. Moreover,the Govern-
ment of the United Statesof Americawill, upon the requestof the Government
of CostaRica,be glad to consultrespectingprojectsin CostaRicawith regardto
which guarantieshavebeenmadeor are underconsideration.

Pleaseaccept,Excellency,the renewedassurancesof my highestandmost
distinguished consideration.

Robert F. WooDWARD

His ExcellencyFernandoFournierAcufla
Acting Minister of ForeignAffairs
San José,CostaRica
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