
No. 17650

UNITED NATIONS
(UNITED NATIONS REVOLVING FUND 

FOR NATURAL RESOURCES EXPLORATION)
and 

PANAMA

Project Agreement—Natural Resources Exploration Project 
(with annexes). Signed at Panama on 26 October 1977

Authentic texts: English and Spanish. 

Registered ex officio on 16 March 1979.

ORGANISATION DES NATIONS UNIES
(FONDS DE ROULEMENT DES NATIONS UNIES

POUR L'EXPLORATION DES RESSOURCES
NATURELLES)

et 
PANAMA

Contrat relatif à un projet — Projet concernant l'explora 
tion des ressources naturelles (avec annexes). Signé à 
Panama le 26 octobre 1977

Textes authentiques : anglais et espagnol. 

Enregistr  d'office le 16 mars 1979.

Vol. 1130, 1-17650



214____ United Nations — Treaty Series • Nations Unies — Recueil des Traités_____1979

PROJECT AGREEMENT1 (NATURAL RESOURCES EXPLORATION 
PROJECT) BETWEEN REPUBLIC OF PANAMA AND UNITED 
NATIONS REVOLVING FUND FOR NATURAL RESOURCES 
EXPLORATION

Dated 26 October 1977

Project Number PAN/NR/77/001 

PROJECT AGREEMENT

AGREEMENT, dated 26 October 1977, between REPUBLIC OF PANAMA 
(hereinafter called the Government) and UNITED NATIONS REVOLVING FUND 
FOR NATURAL RESOURCES EXPLORATION (hereinafter called the Fund).

WHEREAS (A) The General Assembly of the United Nations has estab 
lished the Fund as a trust fund, placed in the charge of the Secretary-General 
and administered on his behalf by the Administrator of the United Nations 
Development Programme, for the purpose of extending and intensifying the 
activities of the United Nations System in the field of natural resources explora 
tion in developing countries;

(B) The Government has requested the Fund to carry out a project of 
exploration of mineral resources under the Government's national jurisdiction; 
and

(C) The Fund is willing to carry out such a project under the terms and 
conditions hereinafter set forth;

Now THEREFORE the parties hereto hereby agree as follows:

Article I. DEFINITIONS
Section 1.01. Wherever used in this Agreement, unless the context other 

wise requires, the following terms have the following meanings:
(1) The term "deposit" means a concentration of a mineral, or of minerals, 

whether or not economically exploitable;
(2) The term "determination condition" means the first marketable stage 

of a Reported Mineral, determined in accordance with the provisions set forth 
in Annex D to this Agreement;

(3) The term "Effective Date" means the date on which this Agreement 
shall come into force and effect as provided in Section 11.02 of this Agreement;

(4) The term "Excluded Area" means any area within the Exploration 
Area but excluded therefrom and described as such in the descriptive statement 
attached hereto as Annex B;

1 Came into force on 16 March 1979, the date on which the Fund dispatched to the Government of Panama 
a notice confirming its acceptance of the certificate provided by the latter under section 11.01, and the approval 
of the Project by the Governing Body of the Fund, in accordance with section 11.02.
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(5) The term "explore" means to search for minerals by geological, geo- 
chemical, geophysical, and other appropriate surveys, either surface or airborne, 
and by associated surface and sub-surface testing which may include drilling, 
sinking of shafts, digging of pits and trenches and driving of tunnels;

(6) The term "Exploration Area" means the area referred to in Section 2.02 
of this Agreement;

(7) The term "Exploration Period" means a period of 3 years from the 
Effective Date, provided that such Exploration Period shall be extended by any 
period or periods during which the Fund shall have suspended the carrying out 
of the Project in accordance with the provisions of Section 10.02 (a) of this 
Agreement;

(8) The term "Final Report" has the meaning assigned to it in Section 3.05 
of this Agreement;

(9) The term "IAEA" means the International Atomic Energy Agency;
(10) The term "Mineral" means any substance, whether in solid, liquid or 

gaseous form, occurring naturally in or on the earth which has been formed by 
or subject to a geological process, but excluding therefrom solid fuels, hydro 
carbons, natural gas, steam, uranium and other radioactive minerals, and non- 
metallic minerals;

(11) The term "Minimum Work" has the meaning assigned to it in Sec 
tion 3.01 of this Agreement;

(12) The term "operator" means any person, firm or organization other 
than the Government that has been granted by the Government the right to 
produce any Reported Mineral from any Reported Mineral Deposit;

(13) The term "produce" means intentionally to win minerals and includes 
any operations directly or indirectly necessary therefor or incidental thereto, 
and the term "production" shall be construed accordingly;

(14) The term "Project" has the meaning assigned to it in Section 2.01 of 
this Agreement;

(15) The term "Project Committee" means the committee referred to in 
Section 3.09 of this Agreement;

(16) The term "Replenishment Contribution" has the meaning assigned 
to it in Article IV of this Agreement;

(17) The terms "Reported Mineral" and "Reported Mineral Deposit" have 
the meanings assigned to them in Section 3.05 of this Agreement;

(18) The term "Specialized Agency" has the meaning assigned to it by 
paragraph 2 of Article 57 of the Charter of the United Nations;

(19) The term "Target Area" has the meaning assigned to it in Section 2.03 
of this Agreement;

(20) The term "UNDP" means the United Nations Development Pro 
gramme; and

(21) The term "Work Plan" means the Work Plan referred to in Section 3.01 
of this Agreement.
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Article II. GRANT OF EXPLORATION RIGHT
Section 2,01. On the terms and conditions in this Agreement set forth, the 

Government hereby grants to the Fund during the Exploration Period the 
exclusive right to explore for Minerals in the Exploration Area, it being under 
stood that the Government shall be entitled to explore in the Exploration Area 
for any substance not defined as "Mineral" in Section 1.01 (10) hereinabove 
as long as such exploration in no way hinders or obstructs the carrying out 
of the Project by the Fund. Such exploring for Minerals in the Exploration Area 
by the Fund is herein referred to as "the Project".

Section 2.02. Initially the Exploration Area shall be the area marked as 
such on the map attached hereto as Annex A and described in the descriptive 
statement attached hereto as Annex B, provided (i) that there shall be excluded 
from the Exploration Area any Excluded Areas described as such in the descrip 
tive statement attached hereto as Annex B, and (ii) that any such exclusion 
of any Excluded Area shall apply to all Minerals in such Excluded Area unless 
the descriptive statement attached hereto as Annex B limits such exclusion to 
specified Minerals. In case of any discrepancy between the map included in 
Annex A and the descriptive statement included in Annex B, the descriptive 
statement included in Annex B shall prevail.

Article HI. EXECUTION OF THE PROJECT
Section 3.01. Beginning on a date not later than 6 months after the Effec 

tive Date, or such other date as the Government and the Fund may agree, the 
Fund shall carry out the Project with due diligence and efficiency, in accord 
ance with appropriate mineral exploration methods and procedures and in 
accordance with the provisions of the Work Plan established by the Fund and 
attached hereto as Annex C, as such Work Plan may be amended by the Fund 
from time to time pursuant to Section 3.02 of this Agreement, provided, how 
ever, that unless the Government and the Fund shall otherwise agree, the Fund 
shall in any event carry out such portion of the Work Plan as is described 
therein as "Minimum Work".

Section 3.02. Based on an objective technical and economic evaluation of 
the results from time to time obtained in carrying out the Project, the Fund shall 
be free at any time, in consultation with the Government, (i) to amend the Work 
Plan (except the portion thereof described therein as "Minimum Work", which 
portion the Fund may only amend with the approval of the Government) by 
deleting works described therein or by adding further works thereto, and (ii) to 
determine the amount of expenditures to be incurred by the Fund in carrying 
out the Project, provided, however, that the Fund shall expend an amount of 
not less than US$500,000 equivalent in carrying out the Minimum Work. The 
Fund shall periodically inform the Government in writing of any amendment of 
the Work Plan.

Section 3.03. Whenever in the judgment of the Government and the Fund, 
any public or private organization is qualified and prepared to take over from 
the Fund the carrying out of the Project with respect to any part of the Explora 
tion Area, the Fund shall, at the request of the Government, relinquish such 
area, provided that if any Mineral is subsequently produced from a deposit within 
an area so relinquished, such deposit shall be deemed to be a Reported Mineral 
Deposit and such Mineral shall be deemed to be a Reported Mineral and the
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Fund shall be entitled to receive Replenishment Contributions thereon in accord 
ance with the provisions of Article IV of this Agreement as if the Fund had 
identified such deposit and specified such Mineral in a Final Report.

Section 3.04. In carrying out the Project, the Fund, in consultation with the 
Government, may use the services of its own officials, the services of any 
United Nations organ (including the UNDP and its resident mission, if any, in 
the territories of the Government) and their officials, the services of any 
Specialized Agency and its officials, the services of the IAEA and its officials, 
or the services of experts, consultants or contractors (either natural persons or 
public or private firms or organizations and their staff) who shall all be selected 
by, and responsible to, the Fund.

Section 3.05. (a) Not later than 12 months after the end of the Exploration 
Period, or such extended period of time as the Government and the Fund may 
agree, the Fund shall submit to the Government a Final Report identifying 
deposits of specified Mineral within the Target Area or Areas or stating that no 
such deposits could be identified. Any Mineral so specified is referred to herein 
as a "Reported Mineral" and any deposit of a Reported Mineral so identified 
is referred to herein as a "Reported Mineral Deposit".

(b) Any Reported Mineral and any Reported Mineral Deposit shall have been 
investigated in a professional manner to such an extent as will allow an indica 
tion of a possible economic potential with respect to composition and possible 
grade and tonnage. Such investigation may include pitting, trenching, drilling or 
such other means of access to the Reported Mineral or the Reported Mineral 
Deposit as the Fund shall determine. The Final Report shall accurately describe 
and illustrate the type, location and extent of such investigation and shall include 
all geological, geochemical, geophysical, drilling, sampling and other survey 
data gathered by the Fund in carrying out the Project, together with the results 
of an elemental analysis of all samples.

Section 3.06. (a) Within six months of the date of receipt of the Final 
Report by the Government, the Government shall notify the Fund as to whether 
or not it accepts the Final Report, provided that:
(i) Any refusal to accept the Final Report may be based solely on the grounds (A) 

that the Fund has not met all of its obligations under this Agreement with 
respect to the investigation, description and illustration of the Reported 
Minerals specified in the Final Report, or (B) that any of the Reported 
Minerals specified in the Final Report cannot be deemed to have a possible 
economic potential; and

(ii) If the Government shall not have so notified the Fund within such period of 
time, the Government shall be deemed to have accepted the Final Report.
(b) In the event that the Government notifies the Fund within six months 

of receipt of the Final Report that it does not accept the Final Report based 
on either of the arguments set forth in paragraph (a) (i) above, the question as 
to what measures, if any, the Fund shall be obliged to take shall be decided by 
agreement between the Government and the Fund, or in the absence of such an 
agreement, by arbitration as provided in Section 8.03 of this Agreement. The 
Fund shall take as soon as possible such measures, if any, as shall have been 
agreed by the parties or determined by the arbitral award and shall thereupon
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submit to the Government an amended version of the Final Report, which shall 
again be subject to the provisions of this Section 3.06.

Section 3.07. The Fund shall take all reasonable measures necessary to 
ensure that the information acquired by or on behalf of the Fund in carrying 
out the Project is not divulged to anyone except (i) the Government (through 
the representative referred to in Section 7.03 hereinafter), (ii) the Fund and anyone 
acting on its behalf in carrying out the Project, and (iii) any such third party as 
the Government may agree.

Section 3.08. In carrying out the Project, the Fund shall maintain a 
separate project account which shall be audited annually by the United Nations 
Board of Auditors, and shall make available to the Government the auditing 
report containing information with respect to such account.

Section 3.09. (a) The Government and the Fund shall establish a Project 
Committee consisting of the Fund's project manager, the Government's repre 
sentative referred to in Section 7.03 of this Agreement and such number of other 
representatives ensuring equal representation by the Government and the Fund 
as the parties hereto may agree.

(b) The Project Committee shall adopt its own rules of procedures and shall 
meet whenever required for the efficient execution of the Project.

(c) The Project Committee shall keep the Project under review, shall fully 
consider any matter affecting the execution of the Project referred to the Project 
Committee by one of its members and shall make such recommendations 
thereon to the Government and the Fund as it may deem appropriate.

Article IV. REPLENISHMENT CONTRIBUTION
Section 4.01. The Government shall pay to the Fund a Replenishment 

Contribution in respect of any Reported Mineral produced from a Reported 
Mineral Deposit and shipped from, or otherwise disposed of in, the territories of 
the Government.

Section 4.02. The amount of the Replenishment Contribution shall be equal 
to 2% of the value of such Reported Mineral, such value to be determined in 
accordance with the provisions of Annex D to this Agreement.

Section 4.03. The Replenishment Contribution with respect to any such 
Reported Mineral shall be payable during a period of 15 years after the date on 
which commercial production of the Reported Mineral shall have begun, provided: 
(i) that commercial production shall be deemed to have begun on the first day of 
the month following six consecutive months during which production of the 
Reported Mineral shall have been maintained at not less than 60% of the rated 
plant capacity of the facilities erected for such production, and (ii) that such 
15-year period shall be extended by any period during which production of the 
Reported Mineral was interrupted for any cause whatsoever.

Section 4.04. The Replenishment Contribution with respect to any Reported 
Mineral shall be paid in a currency acceptable to the Fund within 90 days after 
the end of each calendar quarter into such an account as the Fund shall indicate to 
the Government. Each such payment shall be accompanied by a detailed 
accounting indicating the quantity of the Reported Mineral shipped from, or 
otherwise disposed of in, the territories of the Government during the quarter as
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well as the method according to which the value of the Reported Mineral was 
established.

Section 4.05. The Government shall maintain, and shall permit the Fund's 
representatives to inspect, such records as shall be adequate to establish the 
amount of any Replenishment Contribution payable to the Fund hereunder, 
provided that if the Government shall grant the right to produce any Reported 
Mineral from any Reported Mineral Deposit to an operator, the Government 
shall cause such operator to maintain such records and to permit their inspection 
by the Fund's representatives.

Section 4.06. Before granting any operator the right to produce any 
Reported Mineral from any Reported Mineral Deposit, the Government shall 
enable the Fund to comment on the contractual arrangements proposed to be 
entered into between the Government and the operator for such purpose and 
shall use its best efforts to include therein such provisions, designed to facilitate 
the payment of the Replenishment Contribution to be made to the Fund with 
respect to such production, as the Fund shall reasonably request. In the event 
that such contractual arrangements shall provide for the revenues from the sale of 
the Reported Mineral to be paid into an account outside the territories of the 
Government for the benefit, among others, of any lender that may have parti 
cipated in financing the facilities for the production of any Reported Mineral, 
the Government shall use its best efforts to enable the Fund to participate in 
such a way in such contractual arrangements as will permit the Replenishment 
Contribution to be made on behalf of the Government to the Fund directly 
from such account.

Section 4.07. If the aggregate total of the Replenishment Contribution paid 
by the Government to the Fund in accordance with the provisions of this Agree 
ment approaches the level referred to in the decision adopted by the Governing 
Council of UNDP at its 490th meeting 1 (paragraph I (a) of paragraph 536 of the 
Report of the twentieth session of the Governing Council of the UNDP to the 
Fifty-ninth session of the United Nations Economic and Social Council), the 
Government, after consultation with the Director of the Fund, may propose to 
the Fund's governing body to agree with the Government to amend this Agree 
ment by introducing a limitation of the aggregate total of the Replenishment 
Contribution payable hereunder. In considering such a proposal the Fund's 
governing body shall give consideration inter alia to the economic situation of 
the Republic of Panama, to the Fund's overall financial position as well as to 
the need for the Fund to become and to remain financially self-supporting. 
Nothing in this Agreement contained shall be deemed to include a direct or implied 
assurance on the part of the Fund's governing body to agree to such a proposal.

Article V. PRIVILEGES AND IMMUNITIES
Section 5.01. The Government shall apply to the Fund and any United 

Nations organ acting on behalf of the Fund in carrying out the Project or any 
part thereof, as well as to the Fund's and such organ's officials, property,

1 United Nations, Official Records of the Economic and Socutl Council, fifty-ninth Session, Supplement 
No.2A,p. 125.
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funds and assets, the provisions of the Convention on the Privileges and Immu 
nities of the United Nations. 1

Section 5.02. The Government shall apply to any Specialized Agency 
acting on behalf of the Fund in carrying out the Project or any part thereof, 
as well as to such Specialized Agency's officials, property, funds and assets, the 
provisions of the Convention on the Privileges and Immunities of the Specialized 
Agencies, 2 including any Annex to such Convention applicable to such Spe 
cialized Agency. In case the IAEA acts on behalf of the Fund in carrying out 
the Project or any part thereof, the Government shall apply to the IAEA and to 
its officials, property, funds and assets, the Agreement on the Privileges and 
Immunities of the IAEA. 3

Section 5.03. (a) The Government shall grant all persons, firms or organ 
izations and their staff acting on behalf of the Fund, any Specialized Agency or 
the IAEA in carrying out the Project or any part thereof who are not covered by 
Sections 5.01 and 5.02 of this Agreement, the same privileges and immunities 
as are accorded to officials of the United Nations, the Specialized Agency 
concerned or the IAEA under Section 18, 19 or 18, respectively, of the Con 
ventions on the Privileges and Immunities of the United Nations or of the 
Specialized Agencies, or of the Agreement on the Privileges and Immunities of 
the IAEA. Nothing in this Agreement shall be construed to limit the privileges, 
immunities or facilities conferred upon such persons, firms or organizations 
and their staff in any other instrument.

(b) For the purposes of the instruments on privileges and immunities referred 
to in paragraph (a) of this Section 5.03:
(i) All papers and documents in the possession or under the control of any 

person, firm or organization and their staff referred to in such paragraph (a) 
relating to the Project or any part thereof shall be deemed to be documents 
belonging to the United Nations, the Specialized Agency concerned, or the 
IAEA, as the case may be; and

(ii) Any equipment, materials and supplies as well as personal and household 
effects brought into, or purchased, or leased within the territories of the Gov 
ernment by any such person, firm or organization and their staff shall be 
deemed to be the property of the United Nations, the Specialized Agency 
concerned, or the IAEA, as the case may be.
(c) The Government shall exempt any person, firm or organization and their 

staff referred to in paragraph (a) of this Section 5.03 from, or bear the cost of, 
any taxes, duties, fees or levies imposed under the laws and regulations in effect 
in its territories or by any political subdivision or agency therein on such person, 
firm or organization and their staff in respect of any payment made to them in 
connection with the carrying out of the Project or any part thereof.

(d) The Fund shall keep the Government currently informed about the 
persons, firms or organizations and their staff to whom the provisions of this 
Section 5.03 shall apply.

1 United Nations, Treaty Series, vol. 1, p. IS, and vol. 90, p. 327 (corrigendum to vol. 1, p. 18).
2 Ibid. vol. 33, p. 261. For the final and revised texts of annexes published subsequently, see vol. 71, p. 318; 

vol. 79, p. 326; vol. 117, p. 386; vol. 275, p. 298; vol. 314, p. 308; vol. 323, p. 364; vol. 327, p. 326; vol. 371, 
p. 266; vol. 423, p. 284; vol. 559, p. 348, and vol. 645, p. 340.

3 Ibid., vol. 374, p. 147.
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Article VI. GOVERNMENT'S ASSISTANCE TO THE PROJECT
Section 6.01. Subject to any security provisions in force, the Government 

shall make available to the Fund and to any persons, firms or organizations 
(including their officials or staff) acting on behalf of the Fund in carrying out the 
Project or any part thereof, at cost of reproduction any published and unpub 
lished reports, maps, air photographs, records and other information and data 
which may be available to the Government and which may be necessary or 
useful for the carrying out of the Project, and shall enable their authorized 
representatives to visit any part of its territories for the purpose of the Project 
and to examine any records and documents relevant thereto.

Section 6.02. (a) The Government shall take any measures which may be 
necessary to exempt the Fund and any persons, firms or organizations (including 
their officials or staff) acting on behalf of the Fund in carrying out the Project 
or any part thereof, from any laws and regulations in effect in its territories 
which may interfere with the carrying out of the Project or with the payment 
to the Fund of any Replenishment Contribution due the Fund hereunder, and 
shall grant them such other facilities as may be necessary for the speedy and 
efficient carrying out of the Project.

(b) The Government shall in particular grant to the Fund and to any persons, 
firms or organizations (including their officials or staff) acting on behalf of the 
Fund in carrying out the Project or any part thereof, the following rights and 
facilities:

(i) Prompt issuance without cost of necessary visas, licenses or permits;
(ii) Access to any part of the Exploration Area and the Target Area or Areas, 

whether in public or private ownership;
(iii) The most favorable legal rate of exchange;
(iv) Any permits necessary for the importation of equipment, materials, sup 

plies, personal and household goods and goods for their personal consump 
tion, and for their subsequent exportation;

(v) Prompt clearance through customs of the items referred to in para 
graph (iv) above;

(vi) Exemption from, or reimbursement for, any taxes, fees or charges that 
might otherwise be payable to a public entity or a private party under the 
laws and regulations in effect in the Government's territories with respect 
to the carrying out of the Project; and

(vii) Exemption from any taxes, fees or charges that might otherwise be payable 
under the laws and regulations in effect in the Government's territories 
on (A) the payment of any Replenishment Contribution to the Fund or on 
the transfer thereof to any account outside the Government's territories, or 
(B) on or in connection with the execution, delivery or registration of this 
Agreement.

Section 6.03. The Project being carried out for the benefit of the Govern 
ment and its people, the Government shall bear all risks arising therefrom. The 
Government shall be responsible for dealing with any claims which may be 
brought by third parties against the Fund, or against any persons, firms or 
organizations (including their officials or staff) acting on behalf of the Fund in
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carrying out the Project or any part thereof, and shall indemnify them for any 
liabilities arising from the carrying out of the Project or any part thereof, provided 
that the provisions of this Section 6.03 shall not apply if the Government and 
the Fund agree that a liability arises from the wilful misconduct or gross 
negligence of any such official or staff member. Such indemnification shall 
include attorney's fees, court costs and other expenses in connection with the 
defense against, or settlement of, claims on account of such liability.

Section 6.04. If upon completion of the Project the Government and the 
Fund agree that it shall be more economical to sell in the Government's territory 
rather than to export therefrom any equipment or material imported into such 
territory by or on behalf of the Fund for the purpose of carrying out the Project, 
the Government shall use its best efforts to facilitate such sale and shall permit the 
free transfer of the proceeds thereof outside the Government's territory.

Article VII. COOPERATION AND INFORMATION
Section 7.01. The Government and the Fund shall cooperate fully to assure 

the efficient execution of the Project. To that end, the Government and the Fund 
shall from time to time, at the request of either of them:
(i) Exchange views through their representatives with regard to the progress of 

the Project, the results obtained therefrom and the performance of their 
respective obligations under this Agreement; and

(ii) Furnish to the other party all such information as it shall reasonably request 
with regard to the progress of the Project and the results obtained therefrom.
Section 7.02. The Government and the Fund shall promptly inform each 

other of any condition which interferes with, or threatens to interfere with, 
the carrying out of the Project or the performance by either of them of its 
obligations under this Agreement.

Section 7.03. In the interest of an efficient execution of the Project, the 
Government shall designate a representative to coordinate all the Government's 
actions in its relation with the Fund and the Fund's representatives, particularly 
but without limitation the Government's assistance to the Project referred to 
in Article VI of this Agreement and the Government's cooperation with the 
Fund referred to in Sections 7.01 and 7.02 of this Agreement.

Section 7.04. Without limitation upon the Fund's obligations set forth in 
Section 7.01 of this Agreement, the Fund shall submit to the Government progress 
reports describing in reasonable detail the work performed and the results obtained 
in carrying out the Project during the periods under consideration as follows:
(i) No later than 30 days after the close of each of the first three calendar 

quarters a quarterly progress report covering such calendar quarter; and
(ii) No later than 30 days after the close of each calendar year an annual progress 

report covering such calendar year.

Article VIII. ENFORCEABILITY OF THIS AGREEMENT; 
FAILURE TO EXERCISE RIGHTS; ARBITRATION

Section 8.01. The rights and obligations of the Government and the Fund 
under this Agreement shall be valid and enforceable in accordance with its terms.
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Section 8.02. No delay in exercising, or omission to exercise, any right, 
power or remedy accruing to either party under this Agreement upon any default 
shall impair any such right, power or remedy or be construed to be a waiver 
thereof or an acquiescence in such default; nor shall any action of such party in 
respect of any default, or any acquiescence by it in any default, affect or impair 
any right, power or remedy of such party in respect of any other or subsequent 
default.

Section 8.03. (a) Any controversy between the parties to this Agreement 
and any claim by either such party against the other such party arising under 
this Agreement which shall not be settled by negotiation or other agreed mode 
of settlement shall be submitted to arbitration by an Arbitral Tribunal as here 
inafter provided.

(b) The Arbitral Tribunal shall consist of three arbitrators appointed as 
follows: one arbitrator shall be appointed by the Government; a second arbitrator 
shall be appointed by the Fund; and the third arbitrator (hereinafter sometimes 
called the Umpire) shall be appointed by agreement of the parties or, if they 
shall not agree, by the President of the International Court of Justice, or if he is a 
national of the Government, by the Vice President of the International Court of 
Justice. If either party shall fail to appoint an arbitrator, such arbitrator shall be 
appointed by the Umpire. In case any arbitrator appointed in accordance with 
this Section shall resign, die or become unable to act, a successor arbitrator 
shall be appointed in the same manner as herein prescribed for the appointment 
of the original arbitrator and such successor shall have all the powers and 
duties of such original arbitrator.

(c) An arbitration proceeding may be instituted under this Section upon 
notice by the party instituting such proceeding to the other party. Such notice 
shall contain a statement setting forth the nature of the controversy or claim to 
be submitted to arbitration and the nature of the relief sought and the name of the 
arbitrator appointed by the party instituting such proceeding. Within 30 days 
after such notice, the other party shall notify the party instituting the proceeding, 
the name of the arbitrator appointed by such other party.

(d) If within 60 days after the notice instituting the arbitration proceeding 
the parties shall not have agreed upon an Umpire, any party may request the 
appointment of an Umpire as provided in paragraph (b) of this Section.

(e) The Arbitral Tribunal shall convene at such time and place as shall be 
fixed by the Umpire. Thereafter, the Arbitral Tribunal shall determine where and 
when it shall sit.

(/) The Arbitral Tribunal shall decide all questions relating to its competence 
and shall, subject to the provisions of this Section and except as the parties shall 
otherwise agree, determine its procedure. All decisions of the Arbitral Tribunal 
shall be by majority vote.

(g) The Arbitral Tribunal shall afford both parties a fair hearing and shall 
render its award in writing. Such award may be rendered even in the event of 
default of appearance by either party. An award signed by a majority of the 
Arbitral Tribunal shall constitute the award of such Tribunal. A signed counter 
part of the award shall be transmitted to each party. Any such award rendered 
in accordance with the provisions of this Section shall be final and binding upon 
the parties to this Agreement. Each party shall abide by and comply with any
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such award rendered by the Arbitral Tribunal in accordance with the provisions 
of this Section.

(//) The parties shall fix the amount of the remuneration of the arbitrators 
and such other persons as shall be required for the conduct of the arbitration 
proceedings. If the parties shall not agree on such amount before the Arbitral 
Tribunal shall convene, the Arbitral Tribunal shall fix such amount as shall be 
reasonable under the circumstances. The Government and the Fund shall each 
defray its own expenses in the arbitration proceedings. The costs of the Arbitral 
Tribunal shall be divided between and borne equally by the Government and 
the Fund. Any question concerning the division of the costs of the Arbitral 
Tribunal or the procedure for payment of such costs shall be determined by the 
Arbitral Tribunal.

(/) The provisions for arbitration set forth in this Section shall be in lieu of 
any other procedure for the settlement of controversies between the parties to 
this Agreement or any claim by any such party against the other such party 
arising thereunder.

{/) Service of any notice or process in connection with any proceeding under 
this Section or in connection with any proceeding to enforce any award rendered 
pursuant to this Section may be made in the manner provided in Section 9.01. 
The parties to this Agreement waive any and all other requirements for the 
service of any such notice or process.

(/<) Notwithstanding any termination of this Agreement pursuant to Article X 
hereof, the provisions of this Section 8.03 shall continue in full force and effect 
in respect of any dispute arising either before or after such termination, provided 
such dispute shall be submitted to arbitration within six months after the date of 
such termination.

Article IX. MISCELLANEOUS PROVISIONS
Section 9.01. Any notice or request required or permitted to be given or 

made under this Agreement shall be in writing. Such notice or request shall be 
deemed to have been duly given or made when it shall be delivered by hand or 
by mail, telegram, cable telex or radiogram to the party to which it is required or 
permitted to be given or made at such party's address specified below or at such 
other address as such party shall have designated by notice to the party giving such 
notice or making such request:

For the Government:
Ministerio de Comercio e Industrias 
Apartado 8515 
Panama 5, Panama
Cable address:

COMERIN 
PANAMA

Telex address:
2256 COMERIN PA
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For the Fund:
United Nations Revolving Fund

for Natural Resources Exploration 
One UN Plaza 
New York, New York 10017 
United States of America
Cable address:

UNDEVPRO 
New York

Telex address:
23 62 86 DPNY UI
42 28 62 DPNY UR
12 59 80 UN DEVPRO NYK

Section 9.02. The Government shall furnish to the Fund sufficient evidence 
of the authority of the person or persons who will, on behalf of the Govern 
ment, take any action or execute any documents required or permitted to be 
taken or executed by the Government under this Agreement and the authenticated 
specimen signature of each such person.

Section 9.03. Any action required or permitted to be taken, and any 
documents required or permitted to be executed, pursuant to this Agreement, 
on behalf of the Government, may be taken or executed by the Government's 
Ministre de Comercio e Industrias or any person thereunto authorized in writing 
by him. Any modification or amplification of the provisions of this Agreement 
may be agreed to on behalf of the Government by written instrument executed 
on behalf of the Government by the Organo Ejecutivo (as defined by Article 156 
of the Constituciôn Politica of the Republic of Panama of 1972) provided that, 
in the opinion of such Organo Ejecutivo, such modification or amplification is 
reasonable in the circumstances and will not increase the obligations of the 
Government under this Agreement. The Fund may accept the execution by such 
Organo Ejecutivo of any such instrument as conclusive evidence that in the 
opinion of such Organo Ejecutivo any modification or amplification of the provi 
sions of this Agreement effected by such instrument is reasonable in the 
circumstances and will not increase the obligations of the Government there 
under.

Section 9.04. If any decisions of the governing body of the Fund should 
establish procedures or conditions for governments requesting or utilizing the 
Fund's assistance which are more favorable to such governments than the 
procedures and conditions herein provided, then and in that event, the Govern 
ment and the Fund, at the request of the Government, shall agree on such 
amendments of this Agreement as may be required in order to allow the Govern 
ment to benefit from such more favorable procedures or conditions as if they had 
been originally provided herein.

Section 9.05. This Agreement shall be executed in two copies in the 
English language and two copies in the Spanish language, each of which shall be 
an original.
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Article X. SUSPENSION OR TERMINATION

Section 10.01. (a) In the event that the Fund shall fail to perform any of 
its obligations under this Agreement, the Government shall be entitled to give 
notice in writing of such failure to the Fund, provided, (i) that such notice shall 
specifically describe such alleged failure and that it shall refer to this Sec 
tion 10.01 (a) and to the possibility of this Agreement being thereafter terminated 
in accordance with the provisions of Section 10.01 (b) hereinafter, and (ii) that 
after receipt by the Government of the Final Report, any claim by the Govern 
ment that the Fund has failed to perform any of its obligations hereunder shall 
be made in accordance with the provisions of Section 3.06 of this Agreement 
and not those of this Section 10.01.

(b) If the event referred to in paragraph (a) hereinabove shall continue for a 
period of 90 days after notice thereof has been given by the Government to the 
Fund in accordance with the provisions of such paragraph (a), then at any time 
thereafter during the continuance of such event, the Government may request 
that this Agreement be terminated by arbitration in accordance with the provisions 
of Section 8.03 of this Agreement.

Section 10.02. (a) The Fund shall be entitled by notice to the Government 
to suspend the carrying out of the Project if any event (including, but not limited 
to, the failure of the Government to perform any of its obligations under this 
Agreement) occurs which in the judgment of the Fund interferes with the success 
ful completion of the Project or the accomplishment of the purposes thereof; 
the Fund shall consult the Government before any such suspension.

(h) Any suspension pursuant to paragraph (a) of this Section 10.02 shall 
continue until such time as the Fund shall give notice to the Government that it 
is willing to resume the carrying out of the Project.

(c) If any event referred to in paragraph (a) of this Section 10.02 shall con 
tinue for a period of 90 days after notice thereof shall have been given by the 
Fund to the Government, then at any time thereafter during the continuance of 
such event, the Fund may request that this Agreement be terminated by arbitration 
in accordance with the provisions of Section 8.03 of this Agreement.

Section 10.03. This Agreement and all the rights and obligations of the 
parties hereto hereunder, shall terminate on the earliest of the following dates:

(i) The date of an arbitral award terminating this Agreement in accordance 
with the provisions of Section 10.01 (b) or 10.02 (c) hereof;

(ii) The date of the Final Report submitted by the Fund to the Government, 
if such Final Report states that no deposits of Minerals could be identified 
in the Exploration Area;

(iii) The date of a notice dispatched by the Fund to the Government stating that 
all Replenishment Contributions payable by the Government to the Fund in 
accordance with the provisions of this Agreement have been so paid and 
received;

(iv) A date to be determined by adding to the date of this Agreement (A) 
30 years, (B) any period or periods of interruption of production (as referred 
to in Section 4.03 of this Agreement) not exceeding in the aggregate total 
a period of 10 years, and (C) any period or periods during which the Fund
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shall have suspended the carrying out of the Project in accordance with the 
provisions of Section 10.02 (a) of this Agreement; and

(v) On February 28, 1978 (or such later date as the Fund, by notice to the 
Government, shall have determined for the purpose of making this Agree 
ment effective), unless the Fund shall have dispatched to the Government 
on or prior to February 28, 1978 (or such later date, as the case may be) 
the notice referred to in Section 11.02 of this Agreement.

Article XL EFFECTIVE DATE
Section 11.01. This Agreement shall not become effective until (i) the Fund's 

governing body shall have approved the Project, and (ii) there shall have been 
furnished to the Fund a certificate satisfactory to the Fund of a competent official 
of the Government, confirming that this Agreement has been duly authorized or 
ratified by, and executed and delivered on behalf of, the Government and is 
legally binding upon the Government in accordance with its terms.

Section 11.02. Except as shall be otherwise agreed by the Government and 
the Fund, this Agreement shall come into force and effect on the date upon 
which the Fund dispatches to the Government a notice confirming (i) the approval 
of the Project by the Fund's governing body, and (ii) its acceptance of the 
certificate required by Section 11.01 of this Agreement.

IN WITNESS WHEREOF, the parties hereto, acting through their representa 
tives thereunto duly authorized, have caused this Agreement to be signed in 
their respective names as of the date and year first above written.

Republic of Panama: 
By: Lie. JULIO E. SOSA B.

United Nations Revolving Fund 
for Natural Resources Exploration:

By: HIROSHI SAKURAI
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ANNEX A 

MAP OF EXPLORATION AREA

REPUBLIC OF PANAMA
MINISTRY OF COMMERCE AND INDUSTRY

GENERAL DIRECTION OF MINERAL RESOURCES

PANAMA: DETAILED EXPLORATION OF RIO PITO BASIN

LOCATEP IN THE REGION OF SAN BLAS AND THE PROVINCE OF DAR1EN

REQUEST OF THE GOVERNMENT OF PANAMA TO THE UNITED NATIONS 
REVOLVING FUND FOR NATURAL RESOURCES EXPLORATION

TOTAL SURFACE; 10,000 HECTARES
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ANNEX B 

DESCRIPTION OF EXPLORATION AREA

I. Exploration Area
The Exploration Area covers a square block, of approximately 10,000 hectares, the 

sides lying in N-S or E-W direction, with the following co-ordinates delimiting the corners 
of the perimeter:

Latitude Longitnck'

North-West corner ....... 8°39'01"N 79°33'26"W
North-East corner ........ 8°39'01"N 79°27'58.9"W
South-East corner ........ 8°33'35.5"N 79°27'58.9"W
South-West corner ....... 8°33'35.5"N 79°33'26"W

II. Excluded Areas 
None

ANNEX C 

WORK PLAN

1. Objectives
The objectives of the Project are to carry out surface geological and geochemical 

sampling in the Rio Pito area with particular attention paid to diagnostic alteration 
features, followed by diamond drilling to test for economic mineralization, outline 
geological structure in depth, and obtain as far as possible information on the order of 1 
magnitude of tonnages and grades of possible ore bodies so as to demonstrate the possible 
economic potential of any deposits located, in terms sufficient to attract investment 
for development. The work programme will be phased, with implementation and extent 
of subsequent operations being dependent on results achieved during the preceding 
phases.
2. Minimum Work

The minimum work will include the following:
(a) Surface exploration, involving grid soil and auger sampling, and possibly trenching, 

especially over those areas previously indicated as being most promising, in order 
to locate drillhole sites for subsurface testing for porphyry copper with associated 
gold and other mineralization and for any vein-type gold mineralization which may 
also be present within the system. Petrological and petrographical studies of alteration 
features will also be carried out;

(b) Approximately two thousand metres of core drilling, in holes with approximate 
maximum depths of 300 metres, with description, sampling and analysis of core (and 
sludge where necessary); and

(c) Based on results of the above work, identification of zones within the Rio Pito area 
and/or its immediate environs where drill intersections of possible economic signifi 
cance may provide technical justification for a closer-spaced drilling programme and 
other, more detailed investigation required to better define any deposit and provide 
the basis for a possible second phase of operations.
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In carrying out the Minimum Work described above, the Fund will expend not less 
than the equivalent of US$500,000 to finance the services of nationally and internationally 
recruited staff as well as the provision of the necessary supplies, equipment and supporting 
services.

ANNEX D

DETERMINATION OF VALUE OF REPORTED MINERALS FOR THE PURPOSES OF ARTICLE IV
1. For the purposes of Article IV of this Agreement, the value of any Reported 

Mineral shall be the fair market price of such Reported Mineral in its first marketable 
stage at the place where it first reaches such stage.

2. For the purposes of paragraph 1 hereinabove:
(a) Unless the Government and the Fund shall otherwise agree, any Reported Mineral 

shall be deemed to have reached its first marketable stage when it has reached the 
determination condition marked (X) for such Reported Mineral in the table set forth 
in paragraph 3 hereinafter;

(h) If both the determination condition "Ex-Mine" and "Ex-Concentrator" are marked (X) 
in such table, the determination condition "Ex-Concentrator" shall be used unless 
the Reported Mineral is not processed through a concentrator in the Government's 
territory, in which case the determination condition "Ex-Mine" shall be used;

(c) If both the determination condition "By-Product Credit of Net Smelter Returns" 
and any other determination condition are marked (X) in such table, such other 
determination condition shall be used unless the Reported Mineral is being produced 
merely as a by-product of another Reported Mineral, in which case the determination 
condition "By-Product Credit of Net Smelter Returns" shall be used; and

(J) The fair market price shall be determined from time to time by agreement between 
the Government and the Fund, or in the absence of such an agreement, by arbitration 
as provided in Section 8.03 of this Agreement, provided that such fair market price 
shall in no event be lower than the price at which the Government itself sells the 
respective Reported Mineral to a third party not under its control, or if the Reported 
Mineral is produced by an operator, the price which the Government uses for the 
determination of dividends or taxes, royalties or other charges payable by the 
operator to the Government or any of its agencies with respect to the production 
of the Reported Mineral.
3. The determination condition for any Mineral shall be as set forth in the table 

below:
Determination Cinulitions

Credit of 
Net Smaller 

Repurteit Mineral /iV-A/mc E\-Cuneentr(ttt)r Ex-Refinery Returns

Aluminium (Bauxite)....................... X
Antimony................................. X
Asbestos ................................. X
Barium ................................... X X
Beryllium................................. X X
Coal ..................................... X
Bromine .................................. X
Cadmium ................................. X
Cesium ................................... X X
Chromium ................................ X
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D termination Conditions

	 B\-PraJuct 
	 Crci/it of 
	 Net Smelter 

Reported Mineral Ex-Mine Ex-Coneentrotor Ex-Refinery Returns

Clays..................................... X
Cobalt.................................... X X
Columbium ............................... X
Copper ................................... X
Diamond ................................. X
Diatomite................................. X
Feldspar.................................. X
Fluorite................................... X
Gemstones................................ X
Germanium ............................... X
Gold ............................_....^....... X X
Graphite.................................. X X
Gypsum .................................. X X
Indium ................................... X
Iodine .................................... X
Iron ...................................... X X
Kyanite .................................. X X
Lead ..................................... X
Lime and calcium ......................... X
Lithium .................................. X
Magnesium ............................... X
Manganese................................ X
Mercury .................................. X
Mica ..................................... X
Molybdenum.............................. X X
Nickel.................................... X X
Perlite .................................... X
Phosphate Rock ........................... X
Platinum Group Metals..................... X X
Potassium ................................ X
Rare Earths ............................... X
Rhenium.................................. X
Rubidium ................................. X
Sand and Gravel........................... X
Scandium ................................. X
Selenium ................................. X
Silicon ................................... X
Silver .................................... X X
Sodium................................... X
Stone .................................... X
Strontium................................. X
Sulphur................................... X
Talc, Soap-stone and Pyrophyllite ........... X X
Tantalum ................................. X X
Tellurium ................................. X
Thallium.................................. X
Thorium .................................. X
Tin....................................... X
Titanium.................................. X X
Tungsten ................................. X
Vanadium ................................ X
Vermiculite ............................... X
Zinc...................................... X
Zirconium ................................ X
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