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Pursuaut to the authority veuted in the Administrator, Agency for
International Developmant (hereinafter "AuIeD+") by the Foreign
Assistance Act of 1961, as amended, and the delegations of
authority issued thersunder, I hereby authorire the establishment
of & loan pursuant to Part I, Coapter 2, Title VI, Alliance dor
Progress, of said Act to Companhie Central Brasileira Xorca
Electrica ("Borrower™) of not to exceed thirteen million three
hundred thousand United Btates dollars ($13,300,000) to sssist in
financing the United Btates dollar costs of & project for the
construction of a hydro-electric plant at the Borrower's site on the
Doce River in the State of Espirito Santo, the construction of
irmsmissicn lines and sub-stations, the improvement of related
electrical distributdon facilities, and related engineering services.
Tnie loan shall be subject to th3 following terms and conditlons:

l. Interest and Texms of Repaymsnt:

(a) Borrower shell repay the loan to AelsD. in United Btates
dollars within twenty-four (24%) years from the first
disbursement under the loan, including a grace period of i
not to exceed four (4t) years. Borrower shall pay to
A.I1.De in United Btates dollars on the disbursed
balance of the loan interest of five and one-half (53%)
percent per annum,

(b) If prior to the eud of the grane period the Government
of Brazil ("Government™) so eleabs, the Borrowsr ahall
fulfill its dollar obligation under the loan by paying
to Government in currency of Brazil the equivalent,
determined as of a time and in a manner satisfactory to
AsTJDsy 0f the United SBtates dollar amounts paysble to
AJI.D. under (a) above and in such event Government shall
ray t0 Aeledel
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(1) the equivalent in United Btates dollars, determined
as of the time and ir a manner caloulated to cbtain- -
repayment of all dollars disbursed plus interest, of
all amounts paid to Governmunt as follows:

(a) a&ll interest immediately upon receipt subject
to Government's 1ight to redain all payments 'in
excess of one percent (1%) per anmm during a
gracs period of not to exceed ten (10) years
from the first disbursement under the loan
(“dovernment grace period”) and wll payments in
exoess of two and one-half percent (2§) per |
annuren thereafter,

(b) principal within forty (40) years, including the
Government grace period.

(11) interest in United Btates dollars of one percent (1%)
per annum during the Government graoe period, and two
and one-half percert (2i%) per annum thereafter on
all amcunts of outstanding prinecipal paid by Borrower
to Government from the respective dates of much
rayments of principal.

2. Qther Terms and Conditions:

() ELETROBRAS (Centrais Kletricas Brasileiras B.A.),a corporation
of the Federal Goverument of Braxil, will furnish g guaranty
as co-obligor of the indebtedness and obligationz of CCBFE
bo A.X.D, under the loan.

(b) The Government of Brazil shall covenant as a condition precudent to
disbursement under the loan to maintain a public utilities
rate structure rermiiting Borrower to generate sufficient
funds from internal sources to carry out the investments
contemplated in the lLoan Agreement, to service its indebtedness,
to realize a reasonable peturn on its investment, and to
continue to generate furds internally for future expansion,

(c) The Government of Brezil shall provide assurances prior to
the first disbursement of thisg loan, that additional lending
from ELETROERAS will be made avallable, as contemplated in
the Loan Agreement, to Borrower.

(d) Equipment, material, and services financed under the loan
shall be procured from the United Btates or America,



(e) Borrower shall employ qualified tachnical ocensultants
satisfactory to Ael.De, to advics and assist in oarrying
out the Project.

(£) Prior to first disbursement under the loan for other than
engineering services, Government shall pravide to the
Borrover such spprovals or permits for the importation of
goods and servioces from the United States, as Borrovex of
AJL.D. may dsem necsssarye :

(g) The loan shall be subject to such other terms and oonditions
a8 A.I.D, may deem adviseble. ‘

Do 6 Bees

Administrator

JUN 2 © 1966
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Pursuant to the authority vested in the Deputy United States
Coordinator by the Foreipn Assistance Act of 1961, as amended
and the delegations of aubliority issucd thercunder, I hercby
authorizc the cstablishient of a loanu pursuant to Part I,
Chapter 2, Title VI, Allisnce for Progress, of said Act to
Companhia Centrol Bresileira YForea Rlectrica, now merged with
Espirito Santo Centrais Ilectricas S.A., ("Borrower") of not
to exceed thirtecen million three hundred thousand United States
ol. OPf. dollars ($13,300,000) to assisl in Tinaneing the United Statles
dollar costs of a project for the construclion of a hydvo-
cleetric plant at the Rorrower's site on the Doce River in the
State of Espirito Santo, Lhe consbruction of transmission lincs
L and sub-stations, the improvem:mmt of related electrical. distri-
Jvlp, 0Offs’ bution facilities, and rclated engineering services.  This Lo
' shall be subject %o the following tevms and conditions:
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' 1. Intercst and Terms of Repayment

: i
‘1¥3“‘f“'“l : (a) Borrower shall rcpry the lowm: to AJT.D. in United
- 28LT0Y. wi States dollars within twenby-four (21) yeavs from
°ys Ra?jﬁ=;31< the first disbursaeml wnder the loan, including
tation v ' a grace period of not to excced seven () years.
Borrower shall pay to A.L.D. in United Statenr dollavs

on the dighursed balance of the loun intevest of
Tive and one-hali (Y 1/24) percent par annun.

(b) If prior to the end of the puuce perind the Governmuent
of Brazil ("Govermaent") so clects, the Borrower shall
fulfilld its dollar oblipabion under the loan by paying
to Government in emirency of Rrasil the cquivalent,
detiermined as of & tim> und in a warner satisfactory
to A.IL.D., of the United States dollar asounts pryable

~to A.IL.D. vnder (a) sbove and in such event Govermumont
shall puy to A.L.D.:
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S (3)  the equivaloub in United States dollurs,
determined as of the time tnd in a muamner
calcewated to obtain repayment of wll dolliuen
disbursed plus intercst, of all amounts paid
to Govermment os follows:

(a) all interest Lisnediately upon receipt
subject to Govermnent's right to retain
all paynenbs in cxcess of one percent (1%)
DPer amnwa during a grace period of not
to execed ten (10) years from the first
disburscment under the loan ("Government
grace period") and all payments in exccss
of two and onc-half percent (2 1/2%) per
annw thereafltore.

(v) principal within forty (ho) yeavs, including
the Govermwment grace period.

(i1) dnterest in United Statoen dollars ol one percont
(1%) per amom during the Goverment grace period,
and two and one-huwl f pereent (2 1./24) por waam
therealtor on all amounts of outstonding principal,
paid by Borrower to Govemuent from Lhe respeetive
dates of such payments of principal.

2. Other Temis and Conditionﬁ:

(a)

(v)

(c)

FLETRORRAS (Centrais Mletrieas Brasileiras S.A.) a
corporation of the lederal CGovermment of Brazil, will,
Turnish a guaronty og co-obligor of the indcbledness
and obligations of CCuwl (MSCHLSA) to A.L.D. under the
loan.

The Goverweznt of Presil. shall covennnb as a condition
precedent to disbuescuout wider the Lomn Lo mintnin
8 public ubilitics rate sbrochnree poermibbing Porrosor
to gencrvale suflicient funds from Inbarnnd souveen to
carry out the dinvestments conbomploled du the Toon
Agreement,  to scevice it indeblednens, Lo raealivne o
reasonable return on its investment, and to continue
to generate funds intermally for fubure expansion.

The Govermment of Brawil shall provide sssurances prior
to the first Adisbhavsoaent of this Looan, thah additionsl
Tending fron BLEPROPRAS will be rade availallde, og con-
Lotz Lo U Do Lrpecmily Lo Porcocar.


http:pror.i.de
http:internal.ly
http:3orro.ur

(a) .

- (1)

(e)

-3 -

Equipment, material, ond services financed under
tke loan shall be procured from the United States
o. Anerica,

Rorrower shall employ qualified technieal. conswltants
satisfactory to A.I.D., to advise and assist in carry-
ing out the Project.

Prior to first disbursoment wnder the loan for olhur
than enginecering scrvices, Govermment shall provide

to the Borrower such approvals oxr peemits fouv the impou-
tation of goods and scrvicesn from the Untted States,

as Borrower or A.IT.D. miy dcem necessary.

The loan shall be subjeet to such other tewns and
conditions as A.I1.D. may decm advisuble.

A Ml

Dep'w U.S. Coordinator

€;7////C? //:ZJ;L”'

!/ Iale




‘ : ?f~7/—4§b"—-
PD-ARA -39 -¢) .
() spozyz &)

13h

/

Hip
A.I1.D. Loan No. 512.L-062 .
57226 P20 R

LOAN AGREEMENT

Between the

COMPANHIA CENTRAL BRASILEIRA
DE FORGA ELETRICA (CCBFE)

and the
UNITED STATES OF AMERICA

FOR THE MASCARENHAS HYDROELECTRIC PROJECT

Dated: pyugust 13, 1966



LOAN AGREEMENT dated August 18, 1966
between COMPANHIA CENTRAL BRASILEIRA DE FORGA ELETRICA (CCEFE)
("Borrower") and the UNITED STATES OF AMFRICA, acting through the
AGENCY FOR INTERNATIONAL DEVELOPMENT ("A.I.D.").

ARTICLE I
The Loan

SECTION 1.01l. The Loan. A.I.D. agrees to lend to the Borrower
in furtherance of the Alliance for Progress and pursuant to the
Foreign Assistance Act ot 1961, as amended, an amount not to exceed
thirteen million three hundred thousand United States Dollars
($13,300,000) ("Loan") to assist the Borrower in carrying out the
Project referred to in Section 1.02 ("Project"). The Loan shall be
used exclusively to finance United States dollar costs of goodi and
services required for the Project ("Dollar Costs"). The aggregate
amount of disbursements under the Loan is hereinafter referred to

as "Principal”.

SECTION 1.02. The Project. The Project shall consist of the
design, construction, equipment and placing in operation of:

a. A 115 MW hydroelectric plant on the lower Doce River in the
State of Espirito Santo, consisting of reservoir, dam, waterways and
including three approximately 38 MW turbine generator units with all
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related rlectrical and mechanical facilities, civil works and
structures. ‘
b. Transmission lines and substations.
¢. Distribution system extensions, improvements and rebuilding.
d. Conversion of the system frequeacy from 50 cycles to
60 cycles.
e. Equipment and training for management, operations, and

maintenance.

The Project is more fully described in Annex 1, attached hereto,
which Annex may be modifieqd in writing by agreement between Borrower
and A.I.D. The goods and serwices to be financed under the Loan
shell be listed in the implementation letters referred to in

Section 9.03 ("Implementation Letters") and, except as A.I.D. may
otherwise agree in writing, may include consulting services, training,
and goods and goods-related services for the Project, including
components, materials and apparatus procured from the United States
by Brazilian manufacturers for use in or in connection with Project
equipment manufactured in Brazil; but shall not include construction

work, land or rights in land.
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ARTICLE II

Loan Terms

SECTION 2.01. Interest. The Borrower shall pay to A.I.D.
interest which shall accrue at the rate of five and one-half percent
(5 1/2%) per annum on the outstanding balance of Principal and on
any due and unpaid interest. Interest on the outstanding balance
shall accrue from the date of each respective disbursement (as such
date is defined in Section 7.03), and shall be computed on the basis
of a 365-day year. Interest shall be payable semi-annually. The
first payment of interest shall be due and payable no later than
six (6) months after the first disbursement hereunder, on a dete to

be specified by A.I.D.

SECTION 2.02. Repayment. The Borrower shall repay to A.I.D.
the Principal within twenty-four (24) years from the date of thé first
disbursement hereunder in forty-one (41) approximately equael semi-
annual installments of principal and interest. The first installment
of Principal shall be payable three and one-helf (3 1/2) years
after the date on which the first interest payment is due in
accordance with Section 2.01. A.I.D. shall provide the Borrower
with an amortization schedule in accordance with this Section after

the final disbursement under the Loan.

SECTION 2.03. Application, Currency and Place of Payment.

Except as otherwise provided in Section 2.04, all payments of interest
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and Principal hereunder shall be made in United States dollars.

All payments shall be applied first to the payment of interest due

and then to the repayment of Principal. Exéept as otherwise provided
in Section 2.0k, or as A.I.D. may otherwise specify in writing, all
such payments shall be made to the Controller, Agency for International
Development, Washington, D.C., U.S.A., and shall be deemed made when

received by the Office of the Controller.

SECTION 2.0k. Spe¢ial Payment Procedures.

&+ Unless A.I.D. otherwise directs, the Borrower shall discharge
its obligations to make payments pursuant to this Article, and if A.I.D.
§0 directs to make payments pursuant to Section 8.02, by making all
such payments in accordance with the terms of this Aéreement to the
Government of Brazil in cruseiros, equivalent to, and at the same
time as, the dollar payments which would otherwise be made ("Special
Payment Procedure"). A.I.D. shall specify the exchange rate at which
such payments of cruzeiros are to be calculated, provided, however,
that the Borrower shall in no cage be reQuired to pay more cruzeiros
per dollar to the Government of Brazil then it would have been required
by the Banco Central da Repfiblica do Brasil to pay to obtain dollars
for payments directly to A.I.D. pursuant to this Agreement.

b. Adoption of this Special Payment Procedure shall in no way
affect any rights of A.I.D. or any obligations of the Borrower under
this Agreement, except those obligations discharged in accordance

with Sub-section 2.04 (a) above.
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SE"TION 2.05. Pregaymen + Upon payment of all interest and

the Borrower may prepay, without benalty, all or
any part of the Principal.

refunds then due »

Any such prepayment shall be applied to
the installments of Principal in the inverge order of theiyr maturdty.
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ARTICLE III

Conditions Precedent to Disbursement

SECTION 3.01. Conditions Precedent to Initial Disbursement.

Prior to the first disbursement or to the issuance of the first Letter
of Commitment under the Loan, the Borrower shall, except as A.I.D.

may otherwise agree in writing, furnish to A.I.D. in form and substance
satisfactory to A.I.D.:

&. An opinion or opinions of legal counsel satisfactory to
A.I.D. that:

i. This Agreement has been duly authorized or ratified by,
and executed on behalf of the Borrower, has been
registered if and as required by the law of Brazil, and
constitutes a valid and legally binding obligation of
the Borrower in accordance with its terms.

ii. To the best of counsel's knowledge, the statements
contained in Section 4.06 (General Representations and
Warranties) are true and accurate.

b. A statement of the names of the persons holding or acting in
the office of the Borrower specified in Section 9.02, and a specimen
signature of each person specified in such statement;

¢. Evidence that an agreement of guaranty (Guaranty Agreement) hag been
executed by a guarantor or guarantors satisfactory to A.I.D. ("Gunrantor")
guarantying repayment of the Loan and payment of all interest and other

Payments required pursuant to the Agreement, and that said guaranty
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is in effect in accordance with its terms.

d. Evidence that an agreement has been executed, registered
and put into effect by A.I.D. and the Government of Brazil ("Government"
establishing the Special Payment Procedure described in Section 2.0k
and providing for appropriate payments by the Government to A.IlD.

e. Evidence of arrangements with appropriate monetary authorities
for the registration of this Agreement in accordance with the Laws of
Brazil.

f. An executed contract or other arrangements satisfactory to
A.I.D. for consulting services to be performed for the Project by a
firm or firms satisfactory to A.I.D.

8. Evidence that the Borrower's electricity rates have been
established as permitted by currently existing Brazilian electricity

rate legislation to provide an adequate return on investment.

SECTION 3.02., Conditions Precedent to Additional Disbursements.

Prior to any disbursement or to the issuance of any Letter of Commitment
under the Loan for any purpose other than to finance the services
referred to in Section 3.01(f), the Borrower ehall, except as A.I.D.
may otherwise agree in writing, furniash to A.I.D. in form and
substance satisfactory to A.I.D.:

a. A plan for the financing of the Project ("Financial Plan")

showing evidence of the availability of the Brazilian currency and



U.S. dollars required for the completion of the Project.

b. Evidence of firm commitments by Centrais Elétricas Brasileiras
S.A. (EIETROBRAS) to furnish financial resources additional to this
Loan as required to complete the Project on schedule and as planned.

6. A detailed implementation plan for execution of the Project
including schedules and cost estimates for procurement, installation,
and construction necessary to complete the Project.

d. Evidence that CACEX and/or other approvals from Brazilian
Government authorities, required for the timely importation of Project

goods to be financed hereunder, will be available as needed.

SECTION 3.03. Additional Conditions Precedent with Respect to

Financing Certain Items. Prior to any disbursement or issuance of

a Letter of Commitment to finance such items as A.I.D. may hereafter
specify, Borrower shall furnish A.I.D. in form and substance
satisfactory to A.I.D.:
a. A detailed organizational plan for the management, operation
and maintenance of Project facilities when completed;
b. A plan and schedule for training of Borrower's personnel; and
c. Such of the following additional items for all or any portion
of the Project as A.I.D. may specify:
i. Additional plans, schedules and/or specifications;
il. Additional engineering studies;

iii. Signed procurement contracts;
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iv. Evidence of arrangements for installation or construction
services;

v. Statements of procurement procedures, bid analyses and
reports;

vi. Evidence that Borrower has obtained real property rights,
including easements and rights or way, required for the
Project; and/or

vii. Such information relating to the eligibility of any item

for financing hereunder as A.I.D. may reasonsbly request.

SECTION 3.04. Terminal Dates for Meeting Conditions Precedent

to Disbursement.

a. If all of the conditions specified in Sectionnj.Ol shall not
have been met within ninety (90) days from the date of this Agreement,
or such later date as A.I.D. may agree to in writing, A.I.D. at its
option may terminate this Agreement by giving written notice to the
Borrower. Upon the giving of such notice, this Agreement and all
obligations of the parties thereunder shﬁll terminate.

b. If all of the conditions specified in Section 3.02 shall not
have been met within one hundred and eighty (180) days from the date
of this Agreement, or such later date as A.I.D. may agree to in
writing, or if all the conditions specified pursuent to Eection 3.03
shall not have been satisfied within such reasonable time as A.I.D.
may specify, A.I.D., at its option, may cancel the then undisbursed

balance of the Loan or may terminate this Agreement by giving written
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notice to the Borrower. In the event of a termination, upon the
giving of notice, the Bormower shall immediately repay the Principal
then outstanding and shall pay any accrued interest and, upon
receipt of such payments in full, this Agreement and all obligations

of the parties hereunder shall terminate.

SECTION 3.05. Notification of Meeting of Conditions Precedent

to Disbursement. A.I.D. shell notify the Borrower upon determination

by A.I.D. that the conditions precedent to disbursement have been

met.



ARTICLE IV

General Covenants and Warranties

SECTION 4.0l. Execution of the Project.

a. The Borrower shall carry out the Project with due diligence
and efficiency, and in conformity with sound engineering, comstruction
financial and administrative practices. In this connection, the
Borrower shall at all times employ sultably qualified and experienced
consultants to be professionally responsible for the Project.

b. The Borrower shall cause the Project to be carried out in
conformity with all of the plans, vpecifications, contracts, schedules,
and other arrangements, and with all modifications therein, approved

by A.I.D. pursuant to this Agreement.

SECTION 4.02. Funds and Resources to be Provided by Borrower.

The Borrower shall provide or cause to be provided promptly as needed
all funds, in addition to the Loan, and all other resources required
for the punctual and effective carrying out, maintenance, repair and

operation of the Project and items procured thereunder.

SECTION 4.03. Continuing Consultation. The Borrower and A.I.D.

shall cooperate fully to assure that the purpose of the Loan will be
accomplished. To this end, the Borrower and A.I.D, shall from time to

time, at the request of either party, exchange views through their



- 12 -

representatives with regard to the progress of the Project, the
performance of the consultants, contractors and suppliers engeged on

the Project, and other matters relating to the Project.,

SECTION 4.0k, Management. The Borrower shall provide qualified
and experienced management for the Project, and it shall train such
staff as may be appropriate for the maintenance and operation of the
Project, in accordance with the training program approved by A.I.D.
pursuant to Section 3.03 (b). Borrower shall establish sound
procedures for material and equipment control for the Project,
including procedures for expediting, inspection, and cost accounting.
All equipment and material delivered to Borrower priqr to use shall

be suitably protected and stored.

SECTION 4.05. Operation and Maintenance. The Borrower shall

operate, maintain and repair items procured for the Project in
conformity with sound engineering, financial, administrative and
maintenance practices and in such manner as to insure the continmuing

and successful achievement of the purposes of the Project.

SECTION 4,06. General Representations and Warranties. The

Borrower represents and warrants that as of the date of this Agreement:
a. Borrower is a duly organized and existing corporation under
the laws and decrees of Brazil with full authority to carry on its

present business, to undertake the Project, and to enter into this

Agreement;
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b. Borrower has taken all legal action and obtained all
authorizations, consents, permits, licenses, privileges or other
rights or authorities necessary for the completion, operation and
maintenance of the Project;

c. Borrower has furnished A.I.D, with a true copy of its charter
and by-laws with amendments to date;

d. Borrower is not in violation of, and the execution and
delivery of this Agreement, the compliance with all of its terms and
the carrying out of the other transactions contemplated hereby do
not and will not conflict with or result in any violation of any
provisions of any present agreement, franchise, concession, license,
permit, decree, order, statuvte, ordinance, governmental rule or
regulation applicable to Borrower;

e, There is no action or Proceeding pending or threatened (or,
to the best of Borrower's knowledge, any basis therefor) which might
result in any material adverse change in the prospects or conditions
(financial or other) of Borrower, or which questions the validity of
this Agreement or any action taken or to be taken pursuant to or in

connection herewith, or in carrying out the Project.

SECTION 4,07. Particular Covenants. Until payment in full of

all sums due under this Agreement, the Borrower, except as A,I.D.
may otherwise agree in writing:
a. Shall keep its properties insured with financially sound

and reputable insurance companies egainst loss or damage in such .
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manner and to the same extent as shall be in accordance with good
commercial practice with regard to property of like character in
camparable circumstances.

b. Shall operate its business in accordance with sound business
practices, maintain its existence and right to carry on all rights,
povwers, privileges, concessions, and franchises which are necessary
or materially useful in the conduct of its business.

c. Shall not permit its assets to be subjected to any lien,
provided that this sub-section shall not apply to (i) any lien created
on property, other than property financed under this Agreement, at
the time of purchase thereof, solely as security for the payment of
the purshase price of such property, or (ii) liens for taxe¢ not
delinquent or taxes being contested in good faith, provided that
such liens ghall be discharged within thirty (30) days after final
adjudication, or (iii) liens for wages not yet due, or (iv) deposits
or pledges of property other than capital assets to secure payment
or workmen's compensation or other similar benefits required by law,
or (v) deposits or pledges of property other than capital assets
to secure performance of bids, tenders, leases, public or statutory
obligations, surety of appeal bonds, or for other purposes of like
general nature in the ordinary course of the Borrower's business,
or (vi) after securing approval of A.I.D., liens to secure loans from

~entities of the Government of Brazil which loans are included in the

'Finmcial Plan. For purposes of this sub-section the term "lien"
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includes mortgages, pledges, charges, privileges and priorities of
any kind, and the term "assets" includes revenues and property of
any kind. |

d. Shall conduct any transactions with itg directors, officers,
stockholders, affiliates and employees in accordance with good
commercial practices.

e. Shall not enter into any other arrangements by which the
Borrower incurs indebtedness maturing in more than twelve (12) months
without the prior written concurrence of A.I.D.

f. Shall make no investment or other expenditure of funds other
than expenditures required by this Agreement or for the operation
and maintenance of the Project facilities and other facilities of
Borrower existing at the time of such expenditure unless the Borrower
is not in default under this Agreement.

8. Shall not declare or pay any cash dividend on or authorize
qr make any other distribution on account of any ghares of any class
of stock of the Borrower whether now or hereafter outstanding, or make
any payment on account of the purchase, acquisition, redemption or
other retirement of any shares of such stock, (1) except out of the
earned surplus of the Borrower or out of capital surplus resulting from
monetary correction, to the extent permitted by Brazilian law, both as
determined in accordance with generally accepted sound accounting
principles and practices, and (1i) unless the Borrower is not in default

under this Agreement.
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h. Shall not substantially change the nature of its business
or its corporate structure.

i. Shall not sell, transfer, lease or otherwise dispose of any
significant part of its real estate, plant, equipment or other fixed
assets, except in the normal course of business or as otherwise

authorized pursuant to this Section.

SECTION 4.08. Taxation.
a. This Agreement, the amount agreed to be lent hereunder and
any evidence of indebtedness issued in connection herewith shall be
free from, and the Principal and interest shall be paid without
deduction for and free from, any taxation or fees imposed under the laws
in effect within the country of the Borrower. If, notwithatﬁnding
the foregoing, any taxation or fee is imposed, such tax or fee shall
be paid by the Borrower under Section 4.02 of this Agreement with funds
other than those provided under the Loan.
b. To the extent that:
i. All parties to contracts financed hereunder to which the
Borrower is a party and any property or transactions relat-
ing to such contracts, and
ii. Any commodity procurement transaction financed hereunder,
are not exempt from identifiable taxes, tariffs, duties
and other levies imposed under laws in effect in the country

of the Borrower, the Borrower shall pay or reimburse the
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same under Section 4.02 of this Agreement with funds

other than those provided under the Loan.

SECTION 4.09. Utilization of Goods and Services.

a. Goods and services financed under the Loan shall be used
exclusively for the Project, except as A.I.D. may otherwise agree
in writing. Upon completion of the Project, or at» such other time
as goods financed under the Loan cannot usefully be employed for
the Project, the Borrower may use or dispose of such goods in such
manner as A.I.D. may agree to in writing prior to such use or
disposition.

b. Except as A.I.D. may otherwise agree in writing, no goods
or services financed under the Loan shall be used to ﬁranote or assist
any foreign aid project or activity associated with or ﬁ.na.ncéd by
any country not included in Code 935 of the A.I.D. Geographic Code

Book as in effect at the time of such use.

SECTION 4.10. Disclosure of Material Facts and Circumstances.

The Borrower represents and warrants that all facts and circumstances
that it has disclosed to A.I.D. in the course of obtaining the Loan
are accurate and complete, and that it has disclosed to A.I.D.,
accurately and completely, all facts and circumstances that might
materially affect the Project and the discharge of its obligations
under this Agreement. The Borrower shall promptly inform A.I.D. of

any facts and circumstances that may hereafter arise that might
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materially affect, or that it is reasonable to believe might materiall,
affect, the Project or the discharge of the Borrower's obligations

under this Agreement.

SECTION 4.11. Commissions, Fees and Other Payments.

&. Borrower warrants and covenants that in connection with
obtaining the Loan, or taking any action under or with regpect to
this Agreement, it has not paid, and will not pay or agree to pay,
or to the best of its knowledge has there been paid nor will there
be paid or agreed to be raid by any other person or entity, commisgsions,
fees or other payments of any kind, except as regular campensation
to the Borrower's full time officers and employees or as compensation
for bona fide professional, technical or comparable services. The
Borrower shall promptly report to A.I.D. any payment or agreement to
pay for bona fide professional, technical or comparable services of
vhich it has knowledge (indicating whether such payment has been made
or is to be made én a contingent basis), and if the amount of any
such payment is deemed unreasonable by A.I.D., the same shall be
adjusted in a manner satisfactory to A.I.D.

b. The Borrower covenants that no payments have been or will be
received by the Borrower, or any official of the Borrower, in
connection with the procurement of goods and services financed here-

under, except fees, taxes or similar Payments legally established in
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the country of the Borrower.

SECTION 4.12. Maintenance and Audit of Records. The Borrower
shall maintain, or cause to be maintained, in accordance with sound
accounting principles and practices consistently applied, books and
records relating both to the Project and to this Agreement. Such
books and records shall, without limitation, be adequate to show:

a. The receipt and use made of goods and services acquired
with funds disbursed pursuant to this Agreement;

b. The nature and extent of solicitations of prospective
suppliers of goods and services acquired;

c. The basis of the award of contracts and orders to successful
bidders; and

d. The progress of the Project.

Such books and records shall be regularly audited, in accordance with
sound auditing standards, for such period, in such fashion and at such
; intervals as A.I.D. may require, and shall be maintained for five
years after the date of the last disbursement by A.I.D. or until all
sums due A.I.D. under this Agreement have been paid, whichever date

shall first occur.

SECTION 4.13. Reports. The Borrower shall furnish to A.1.D.,
such information and reports relating to the Loan and to the Project

as A.I.D. may request.
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SECTION 4.14., Inspection. The authorized representatives of
A.I.D. shall have the right at all reasonable times to inspect the
Project, the manufacture and utilization of all goods and services
financed under the Loan, and the Borrower's books, records and other
documents relating to the Project and the Loan. The Borrower shall
cooperate with A.I.D. and take all steps that may be necessary to

facilitate such inspections.
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ARTICLE V

Special Covenants and Warranties

SECTION 5.0i. Rates.

8. Until the Loan is fully repaid, the Borrower shall promptly,
and not less often than once a year or as permitted by Brazilian
legislation take all such action ag may be necessary to establish
and maintain electricity tariffs to produce the maximum level of
revenues permitted by then existing electricity tariff legislation.

b. Provided, however, that the Borrower and A.I.D. may agree
from time to time on a reduced level of electricity tariffs whenever
the maximum level of revenues permitted by then existing legislation

would otherwise substantially exceed the Borrower's requirements.



ARTICLE VI

Procurement

SECTION 6.01. Procurement from the United States. Except as

A.I.D. may otherwise agree in writing, disbursements made hereunder
shall be used exclusively to finance the procurement for the Project
of goods and services, including ocean shipping and marine insurance;

having both their source and origin in the United States of America.

SECTION 6.02. Eligibility Date. Except as A.I.D. may otherwise

agree in writing, no goods or gservices may be financed under the Loan
"which are procured pursuant to orders of contracts firmly placed or

entered into prior to the date of this Agreement.

SECTION 6.03. Goods and Services not Financed under Loan.

Goods and services procured for the Project, but not financed under '
the Loan, shall have their source and origin in countries included
in Code 935 of the A.I.D. Geographic Code Book as in effect at the

time orders are placed for such goods and services.

SECTION 6.04. Implementation of Procurement Requirements. The

definitions applicable to the eligibility requirements of Section 6.01

and 6.03, will be set forth in detail in Implementation Letters.

SECTION 6.05. Plans, Specifications and Contracts

a., Except as A.I.D. may otherwise agree in writing, the Borrower
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shall furnish to A.I.D., promptly upon preparation, all plans,
specifications, construction schedules, bid documents and contracts
relating to the Project, and any modifications therein, whether
or not the goods and services to which they relate are financed under
the Loan.

b. A.I.D. shall notify the Borrower which of the items
furnished pursuant to Sub-Section (a) above must be approved by A.I.D.

c. All bid documents relating to goods and servides financed
under the Loan shall, at the request of A.I.D., be approved by A.I.D.
in writing prior to their issuance. All plens, specifications and
other documents relating to goods financed under the Loan shall be
in terms of United States stendards and measurements, except as
A.I.D. may otherwise agree in writing.

d. The following contracts financed under the Loan shall be
approved by A.I.D. in writing prior to their execution:

i. contracts for consulting and other professional
services;
ii. contracts for such other services as A.I.D. may specify;
iii., contracts for such equipment and materisls as A.I.D.
may specify.

In the case of any of the above contracts for services, A.I.D. shall
also approve in writing the contractor and such contractor personnel

as A.I.D. may specify. Material modifications in any of such contracts
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and changes in a.rw such personnel shali also be &pproved by A.I.D.
in writing prior to their becoming effective. |

e. Consulting and construction firms used by the Borrower for
the Project but not financed under the Loan, the scope of their
services and such of their personnel assigned to the Project as A.I.D.

ﬁay specify shall be subject to A.I.D. approval at A.I.D.'s request.

SECTION 6.06. Reasonable Price. No more than reasonable prices

shall be paid for any goods or services financed, in whole or in part,
under the Loan. Such items shall be procured on a fair and, except
for professional services, on a competitive basis in accordance with

procedures therefor prescribed in Implementation Letters.

SECTION 6.0%. Shipping and Insurance.

a. Goods procured from the United States and financed under
the Loan shall be transported to the country of the Borrower on flag
carriers of any country included in Code 935 of the A.I.D. Geographic
Code Book as in effect at the time of shipment.

bs At least fifty percent (50%) of the gross tonnage of all goods
procured from the United States and financed under the Loan (computed
separately for dry bulk carriers, dry cargo liners and tankers) which
shall be transported on ocean vessels shall be transported on privately-
owned United States-flag commercial vessels unless A.I.D. shall
determine that such velsels are not available at fair and reasonable

rates for United States flag commercial vessels. No such goods may be
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transported on any ocean vessel (or aircraft) (i) which A.L.D., in
a notice to the Borrower, has designated as ineligible to carry
A.I.D.-financed goods or (ii) which has been chartered for the
carriage of A.I.D.-financed goods unless such charter has been
approved by A.I.D.

¢. If in connection with the placement of marine insurance on
shipments financed under United States legislation authorizing
agsistance to other nations, the country of the Borrower, by
statute, decree, rule or regulation, favors any marine insurance
company of any country over any marine insurance company authorized
to do business in any state of the United States of America, goods
procured from the United States and financed under the Loan shall
during the continuance of such discrimination be insured against
marine risk in the United States of America with a company or com-
panies authorized to do a marine insurance business in any state of
the United States of America.

d. The Borrower shall insure, or cause to be insured, all goods
procured in the United States and financed under the Loan against
risks incident to their transit to the point of their use in the
Project. Such insurance shall be issued upon terms and conditions
consistent with sound commercial practice, shall insure the full
value of the goods, and shall be payable in the currency in which such
goods were financed. Any indemnification rec:ived by the Borrower

under such insurance shall be used to replsce or repair any material
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damage or any loss of the goods insured or shall be used to
reimburse the Borrower for the replacement. or repair of such goods.
Any such replacements shall ue of United States source and origin

and otherwise subject to the provisions of this Agreement.

SECTION 6.08. Notification to Potential Suppliers. In order

that all United States firms shall have the opportunity to parti~
cipate in furnishing goods and services to be financed under this
Loan, the Borrower shall furnish to A.I.D. such information with
regard thereto, and at such times, as A.I.D. may request in

Implementation Letters.

SECTION 6.09. United States Government-Owned Excess Property.

With regard to A.I.D.-financed goods for the Project to which the
Borrower takes title at the time of procurement, the Borrower shall
procure U.S. Government-ovmed Excess Property to the maximum extent
practicable and consistent with the laws of Brazil and to the extent
that the Borrower determirnes that such equipment is technically
suitable and can be made available on a timely basis. The Borrower
shall seek assistance from A.I.D. and A.I.D. will assist the Borrower
in ascertaining the availability of and in obtaining such Excess
Property. A.I.D. will make arrangements for any necessary inspec-
tion of such property by the Borrower or its representative. The
costs of inspection snd of acquisition, and all charges incident

to the transfer to the Borrower of such Excess Property, may be
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financed under the Loan. Prior to the procurement of any goods,
other than Excess Property, financed under the Loan and after having
sought such A.I.D. assistance, the Borrower shall indicate to A.I.D.,
in writing, on the basis of information then available to it,

either that such goods cannot be madé available fvom reconditioned
United States Government-owned Excess Property on a timely basis or
that the goods that can be made evailable are not technically

suitable for use in the Project.

SECTION 6.10. Information and Marking. Borrower shall give

publicity to the Loan and the Project as a progfam of United States
eid in furtherance of the Alliance for Progress, identify the
Project site, and mark goods financed under the Loan, es prescribed

in Implementation Letters.
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ARTICLE VII

Disbursements

SECTION 7.0l. Disbursements for United States Dollar Costs -

Letters of Commitment to United States Banks. Upon satisfaction of

conditions precedent, the Borrower may, from time to time, request
A.I.D. to issue Letters of Commitment for specified amounts to one

or more United States banks, satisfactory to A.I.D., committing A.I.D.
to reimburse such bank or banks for payments made by them to
contractors or suppliers, through the use of letters of credit or
otherwise, for Dollar Costs of goods and services procured for the
Project in accordance with the terms and conditions of this Agreement.
Payment by a bank to a contractor or supplier will be maﬂe by the
bank upon presentation of such supporting documentation as A.I.D.

&y prescribe in Implementation Letters. U.S. banking charées in
connection with letters of commitment shall be for the account of

the Borrower and may be financed hereunder.

SECTION 7.02. Other Forms of Disbursement. Disbursements of

the Loan may also be made through such other means as the Borrower

and A.I.D. may agree to in writing.

SECTION 7.03. Date of Disbursement. Dishursements by A.I.D.

shall be deemed to occur on the date on vhich A.1.D. makes a
disbursement to the Borrower, to its designee, or to a banking

institution pursuant to a Letter of Commitment.
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SECTION 7.04. Terminal Date for Disbursement. Except as A.I.D.

may otherwise agree in writing, no Letter of Commitment or amendment
thereto shall be issued in response to requests received by A.I.D.
after December 31, 1971, and no disbursement shall be made against
documentation received by A.I.D. or any bank described in Section
7.01 after June 30, 1972. A.I.D., at its option, may at any time

or times after June, 1972, reduce the Loan by all or any part

thereof for which documentation was not received by such date.
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ARTICIE VIII

Cancellation and Suspension

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

with prior written comsent of A.I.D., by written notice to A.I.D.

cancel any part of the Loan (1) vhich, prior to the giving of such

notice, A.I.D. has not disbursed or committed itself to disburse or

(41) which has not then been utilized through the issuance of

irrevocable Letters of Credit or through bank payments made other than

under irrevocable letters of Credit.

SECTION 8.02. Events of Default; Acceleration. If any one or

more of the following events ("Events of Default”) shall oecur:

b.

Ce

d.

the Borrower shall have failed to Pay when due any
interest or installment of Principal required under this
Agreement;

the Borrower shall have failed to comply with any other
Provision of this Agreement, ineluding, but without
limitation, the obligation to carry out the Project with
due diligence and efficiency;

the Guarantor shall have failed to comply with any provision
of the Guaranty Agreement;

the Borrower shall have failed to Pay vhen due any
interest or any installment of Principal or any other
payment required under any other loan agreement, any
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guaranty agreement, or any other agreement between

the Borrower and A.I.D. or any of its predecessor or
successor agencies;

in the judgement of A.I.D., the electricity tariff
legislation in force on the date of this Agreement shall
have been amended so as to adversely and materially

affect the Borrower's financial position and prospects.

then A.I.D. may, at its optiomn, give to the Borrower notice that all

or any part of the unrepaid Principal shall be due and payable

sixty (60) days thereafter; and, unless the Event of Default is

cured within such sixty (60) days:

i. such unrepaid Principal and any accrued interest
hereunder shall be due and payable immediately, and

141, +the amount of any further disbursement made under
the outstanding irrevocable Letters of Credit or
otherwise shall become due and payable as soon as

made.

SECTION 8.03. Suspension of Disbursements. In the eveni that

at any time:

be

an Bvent of Default has occurred;
an event occurs that A.I.D. determines to be an
extraordinary situation that mekes it improbable either

that the purpose of the Loan will be attained or that

the Borrower will be able to perform its obligations
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under this Agreement; or
c. any disbursement would be in violation of the legislation
governing A.I.D.
then A.I.D. may, at its option:

i. Suspend or cancel outstanding commitment documents
$0 the extent that they have not been utilized
through the issuance of irrevocable Letters of
Credit or through bank payments mede other than under
irrevocable letters. of Credit, in which event
A.I.D. shall give notice to the Borrouexj
promptly thereafter;

ii. Decline to make disbursements other than under
outstanding commitment documents;

111, Decline to issue additional commitment documents;
and/or

ive At A.I.D.'s expense, direct that title tq goods
financed under the Loan shall be tmafeﬁed to
A.I.D. 1f the goods are from a source outside the
country of the Borrower, are in a deliversble state
and have not been offloaded in ports of entry of
the couﬁtry of the Borrower. Any disbursement

made or to be made under the Loan with respect
Yo such transferred goods shall be deducted from

Principal.
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SECTION 8.04. Cancellation by A.I.D. Following any

suspension of disbursements pursuant to Section 8.03, if the
cause or causes for such suspension of disbursements shall not
have been eliminated or corrected within sixty (60) days from
the date of such suspension A.I.D. may, at its option, at any
time or times thereafter, cancel all or any part of the Loan that
is not then either disbursed or subject to irrevocable Letters

of Credit.

SECTION 8.05. Continued Effectiveness of Agreement. Notwith-

standing any cancellation, suspension of disbursement or acceleration
of repayment, the provisions of this Agreement shall continue in
full force and effect until the payment in full of any Principal

and any accrued interest hereunder.

SECTION 8.06. Refunds.

a. In the case of any disbursement not supported by valid
documentation in accordance with the terms of this Agreement, or
of any disbursement not made or used in accordance with ﬁhe terms
of this Agreement, A.I.D. notwithstanding the availability of
exercise of any of the other remedies provided for under this
Agreement, may require the Borrower to refund such amount in United
States dollars to A.I.D. within thirty days after receipt of a request
therefor. Such amount shall be made available first for the cost

of goods and services procured for the Project hereunder, to the
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extent justified; the remainder, if any, shall be applied to the
installments of Principal in the inverse order of their maturity.
Notwithstanding any other provision in this Agreement, A.I.D.'s
right to require a refund with respect to any disbursement under
the Loan shall continue for five years following the date of such
disbursement.

b. In the event that A.I.D. receives & refund from any
contractor, supplier or banking institution, or from any other
third party connected with the Loan, with respect to goods or
services financed under the Loan, and such refund relates to an
unreasonable price for goods or services, or to goods that did
not conform with specifications, or to services that were inadequate,
A.I.D. shell first make such refund available for the cost of
goods and services procured for the Project hereunder, to the
extent justified, the remainder to be applied to the installments

of Principal in the inverse order of their maturity.

SECTION 8.07. Expenses of Collection. All reasonsble costs

incurred by A.I.D., other than salaries of its staff, in connection
with the collection of any refund or in connection with amounts

due A.I.D. by reason of the occurrence of any of the events
specified in Sectior 8.02 may be charged to the Borrower and

reimbursed to A.I.D. in such manner as A.I.D. may specify.
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SECTION 8.08. Non-Waiver of Remedies. No delay in

exercising or omission to exercise any right, pov.ver, or remedy
accruing to A.I.D. under this Agreement shAll be construed as

a waiver of any of such rights, powers or remedies.
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ARTICLE IX

Miscellaneous

SECTION 9.01. Communications. Any notice, request, document

or other communication given, made or sent by the Borrower or A.I.D.
pursuant to this Agreement shall be in writing or by telegram,
cable or radiogram and shall be deemed to have been duly given,
made or sent to the party to which it is addressed when it shall
be delivered to such party by hand or by mail, telegram, cable or
radiogram at the following addresses:
TO BORROWER: .
Mail Address: Companhia Central Brasileira de Forga
Elétrica
Av. Rio Branco, 135 - 149 andar
Rio de Janeiro - GB - Brazil

Cable Address: EMBELBRA
Rio de Janeiro, Brazil

To A.I.D.:
Mail Address: Office of Capital Development and Industry
Agency for International Development
United States Embassy /
} Rio de Janeiro, Brazil
Cable Address: USAID/ADCD
AMEMBASSY
Rio de Janeiro, Brazil
Other addresses may be substituted for the above upon the giving of
notice. All notices, requests, communications and documents submitted
to A.I.D. hereunder shall be in English, except as A.I.D. may otherwise

agree in writing.
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SECTION 9.02. Representatives. For all purposes relative to

this Agreement, the Borrower will be represented by the individual
holding or acting in the office of President and A.I.D. will be
represented by the individuals holding or acting in the office of
Director of Mission or Assistant Director for Capital Development
and Industry, USAID/Brazil. Such individuals shall have the
authority to designate by written notice additional representativés.
In the event of any replacement or other desiguation of a repre-
sentative hereunder, Borrower shall submit a statement of the
representative's name and specimen signature in form and substance
satisfactory to A.I.D. Until receipt by A.I.D. of w:itten notice
of revocation of the authority of any of the duly authorized
representatives of the Borrower designated pursuant to this
Section, it may accept the signature of any such representative

or representatives as conclusive evidence that any action effected

by such instrument is duly authorized.

SECTION 9.03. Implementation Letters. A.I.D. shall from time

to time issue Implementation Letters that will prescribe the
procedures applicable hereunder in connection with the implementation

of this Agreement.

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

A.I.D. may request, the Borrower shall issue promissory notes or

such other evidences or indebtedness with respect to the Loan,
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in such form, cbonta.ining such terms and supported by such legal

opinions as A.I.D. may reasonably request.

SECTION 9.05. Termination upon Full Payment. Upon payment

of the Principal and of any accrued interest, this Agreement
and all obligations of the Borrower and A.I.D. under this Loan

Agreement shall terminate.
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IN WITNESS WHEREOF, Borrower and the United States of America,
each acting through its respective duly authorized representative,
have caused this Agreement to be signed in their names and

delivered as of the day and Year first above written.

COMPANHIA CENTRAL ?RASIL?IRA DE FORGA ELETRICA
CCBFE

By: f—/xffﬂ' / —

Title: President

By /é(///%/)/

Title: Director

UNITED STATES OF AMERICA

By: /%ﬂw%gt

Title: _ Director, USAID/Brazil

By: ']g\“lg’ mml L

Title:  ambhssador

/ ‘ A
e N 1 ak
~ CONCYRRENCE

COORDINATING COMMISSION FOR THE ALLIANCE FOR
PROGRESS

v Cansine da vt (o

Title: Coordinator of COCAP




I.

MASCARENHAS
ANREX 1

Description of Project

The project is currently defined as consisting of the design,

equipment, construction and placing in operation of:

(=)

(v)

(c)

(a)

(e)

(2)
(g)

a 115 MW hydroelectric power plant consisting of

reservoir, dam, waterways and including three approximately
38 MW turbine-generator units with all related electrical,
mechanical and divil works and structures. .
The expansion and improvement of existing 138 Kv.
transmission lines and related 69 Kv. and 34.5 Kv.
subtransmission lines.

Six substations together with synchronous concenser or
static capacitor and associated communications equipment.
Expansion, rebuilding, and improvements in the distribution
systems in the following cities: Carapina, Serra, Praia,
Vitéria, Cachoeiro de Itapemirim, Vila Velha, Cariacica,
and other communities. The project will provide:

necessary primary lines, distribution equipment, street
lighting, new customer connections, change‘of voltage, and
rerouting of lines where necessary.

Conversion of the existing system frequency from 50 cycles
to 60 cyeles.

Engineering services in connection with the foregoing.
Equipment and training for management, operations and

maintenance.
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2.

IN WIVRESS VIEREOY, Rorrower and the United States of America,
:
each acting through s reapociive duly authonized representotives, hov
causced lhis Aroonbnent 12 1 to Lo gipnad in their nawss and delivered
as of the day and yeur Tirst abova written.

ESPIRITO SENTO CELMRALS BLECRICAS S/A
(Bscrnan),.

) :
Qi [ - ,.-‘-‘l- . e
Yirs ‘
.J. B
i e
Title: ) o
i '/./«, /. .v‘\ “
e A
By . il
/.‘ <
)

Titles

URLRLD S9amss, o LHJRICK

Tieleo:
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PAYMENT AND GUARANTY AGREEMENT

Between the
UNITED STATES OF BRAZIT,

CENTRAIS ELE'IRICAS BRASILEIRAS S.A. - ELETROBRAS

and the : é‘
UNITED STATES OF AMERICA (

s

In connection with A.I.D. Loan No, 512-L-66

{
\9//52'72 4:752£Qtj-;?}2:2
MASCARENHAS HYDROELEC TRIC PROJECT

2
7/

Dated: August 18, 1966

A



ALLIANCE FOR PROGRESS
PAYMENT AND GUARANTY AGRERMENT

PAYMENT ARD GUARANTY AGREEMENT, in furtherance of the
Alliance for Progress, dated the 18thday of August
1966, betieen the GOVERNMENT OF THE UNITED STATES OF BRAZIL
("Government"), CENTRAIS ELETRICAS BRASILEIRAS S.A. ("Eletrobrds"),
and the GOVERNMENT OF THE UNITED STATES OF AMERICA, acting through -

the Agency for International Development ("A.I.D.").

ARTICLE I

Definitions and Terms

SECTION 1.1. TL: Loan Agreement. The Loan Agreément,

numbered A.I.D. Loan No. 512-L-062 between Companhis Cenmtral Bra-
slleira de Férga Fl&trica (CCEFE) ("Borrower") and A.I.D. , dated
August 18, 1966 » establishing a loan to th:
Borrower with a total Principal of not to exceed $13, 300,000
(thirteen million three hundred thousand United States dollars)
is herein called the "Loan Agreement", and the loan etl'tablished

thereby is herein called the "Loan".

SECTION 1.2, Principal. As used in this Payment Agreement,
"Principal” means the aggregate amount of dollars disbursed under
the Loan Agreement.

.SECTION 1.3, .Transferred Principal. As used in this Agreement
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"Transferred Principal® means Principal paid by Borrower to Government
pursuant to Section 2.04 of the Loan Agreement and Section 2.1 of

this Agreement.

SECTION 1.4, Outstanding Transferred Principal. As used in

this Agreement, "Outstanding Transferred Principal" means Transferred
Principal not repaid to A.I.D. by Govermment.

SECTION 1.5. Govermment Interest Rate. As used in this

Agreement, “Government Interest Rate" means inmterest at one (1)
per cent for tam (10) years following the first disbursement under
the Loan Agreement, and two and one-helf (2 1/2) per cent thereafter.

SECTION 1.6, Government Amortization Terms. As used in this

Agreement, “Govermment Amortization Terms" means amortization over
not more than forty (40) years, in sixty-one (61) semi-annual
installments, the first of which shall be due and payable not later
than ten (10) years after the first disbursement under the Loan
Agreement, on a date to be specified by AcI.D. The amount of each
ingtallment shall be determined by dividing the total amount of the
Govermment®s obligation to repay outata.ndiné Principal to A.I.D.
imnediately before paying that installment by the mmber of
instaliments remaining to be paid at that time.
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ARTICLE II

Special Procedure for Borrower's

Payments to Government

SECTION 2.1. Receipt of Borrower's Payments. Pw suant to
Section 2.04 of the Loan Agreement, thé Govermment and A.I.D.
hereby agree that the Government shall receive from the Borrower
payments in Brazilian currency ("Cruzeiros") in discharge of the
Borrower's obligations to make payment in United States dollars

under the Loan Agreement ("Special Payment Procedure").

SECTION 2.2. Notice.

- Ui)on satisfactory completion of the conditions precedent
set forth in Article X of this Agreement, A.X.D. shall notify
the Borrower in accordance with the Loan Agreement that the Special
Payment Procedure is in effect.

b. Promptly upon receipt thereof, Government shall notify
A.I.D. of all payments received from Borrower in accordance with

this Agreement.

SECTION 2.3. Exchange Rate. The Cruzeiro equivalent of the

dollar amount which the Borrower would be obligated to pay to A.I.D.
in dollars if this Aéreement were not in effect shall be calculated
at whichever rate of exchange would be employed by the Central

Bank of Brazil if the Borrower were obtaining dollars for payments

directly to A.I.D. pursuant to the Loan Agreement.



SECTION 2.4. Denomination of Borrower's Payments.

Although payable to Government in Cruzeiros, all payments by
Borrower to Government shall, immediately upon receipt by
Government, be denominated in dollars employing the exchange

rate specified in or pursuant to Section 2.3,

SECTION 2.5. Use of Borrower!s Paymenfs - Special Account,

The Government shell deposit the Borrower®*s payments in a
séparate account which the Government shail establish in the
Central Bank of Brazil or such other Bank as the Government and
A.I.D. may agree upon ("Special Account"). Unless A.I.D. agrees
. otherwise in writing, such account shall be dra{n upon by the
Government for the purpose of meeting payment obligations to A.I.D.
pursuant to this Agreement or for such purpoises beneficial to the
economic and social development of Brazil consistent with the
goals of the Alliance for Progress a&s shall be mutually agreed to
in writing by the Govermment, or such organization as it may
designate, and A.I.D. Provided, however, that the provisions of
this Section shall in no way limit, modify or alter Government?!s

obligetion to make payment to A.I.D. pursuant to this Agreement.
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ARTICLE ITI
Deferred Payment by Government to A.I.D.

SECTION 3.1. Scope. The provisions of this Article III
shall apply unless and until A.I.D. invokes the guaranty set

forth in Article IV.

SECTION 3.2. Interest Payments -~ Interest on Untransferred

Principal. Immediately upon receipt of any interest payment

from the Borrowver, Government shall pay to A.I.D. the lesser

of the following two amounts: (i) an amount equal to the interest
which the Borrower would have been obligated to pay to A.I.D. if
Borrower's interest obligation had been computed at the Government
Interest Rate; or (11) the amount of interest actually received

from the Borrower.

SECTION 3.3. Interest Payments - Interest on Transferred

Principal. In addition to the obligations set forth in Sectiom 3.2,
Government shall pay to A.I.D. interest at the Government Interest
Ralie, on Outstanding Transferred Principal and on any interest due
and payable by Government to A.I.D. Interest om Outstanding
Transferred Principal shall accrue from the dates om which Principal
peyments are received from Borrower by Government, and shall be
Payable to A,I,D. semi-annually, the first such payment to be made
on a date to be specified by A.I.D., which ante shall be no later
than six (6) months after interest on Outstanding Transferred
Principal begins to accrue,



SECTION 3.4, Amortization of Transferrsd Principal.

Government agreed to pray to A.I.D. all Transferred Principal
in accordance with the Government Amortization Terms,

SECTION 3.5. Use of Balances. A1l amounts representing

i. difference between interest reid by Borrower to
Government in accordance with Section 2.1, and in-
terest payable by Government to A.I.D. pursuant to
this Payment Agreement; and

ii.  differences between the Total amount of Transferred
Principal and Transferred Principal due and bayable
by Government to A.I.D. pursuant to this Agreement;

shall remain available to Government for use in accordance with

Sectim 2.5.
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ARTICLE IV

Independent Guaranties

SECTION 4.1. Guaranty.

a. The Government and ELETROBRAS unconditionslly and
absolutely, jointly and severally as primary obligors with the
Borrower, undertake to make, in accordance with the terms of
the Loan Agreement, due and punctual payment of the Principal,
interest and any other payment required of the Borrower under
the Loan Agreement.

t. The Government and ELETROBRAS shall furnish such
information and take such steps, related to meking these
Guaranties operative as A,I.D. may reasonably request.

c. The Government and ELETROBRAS agree to remain bound
under this Agreement notwithstanding the extension of time of
performance to, the granting of any other indulgency to, or
any other modification of any cbligation of the Borrower under
the Louan Agreement.

d. A.I.D. may invoke the foregoing guaranty upom the
occurrence of any Event of Default as defined in the Loan Agreement,
by delivery of notice to the Government or ELETROBRAS. Such
notice shall specify either: (i) that Government shall meet its
obligations to A.I.D. under this Article by making payments to

A.I.D. in accordance with Sections 4.2 and 4.3, or Section 4.h;



or at A.I.D.'s option, that (ii) ELETROBRAS shall meet its obligations
to A.I.D. under this Article by making payments to A.I.D. in accordance
with Section 4.1. Such payments shall commence upon delivery of such
notice and shall continue until such time as A.I.D. may otherwise

agree in writing.

SECTION.4.2. Amortization. In the event that the Guaranty
is invoked by A.I.D. against Government, the Government shall pay
to A.I.D. the amount that the Borrower is obligated to puy to A.I.D.
pursuant to Section 2.02 of the Loan Agreement ("Repayment"), whether
or not Borrower hac discharged said obligation by payments to
Goverrment in cruzeiros in accordance with Section 2.04 of the
Loan Agreement and Section 2.1 of this Agreement. Such payments
by Government to A.I.D. shall be in accordance with the Government

Amortization Terms.

SECTION 4.3. Interest. In the event that the Guaranty is
invoked by A.I.D. egainst Government, Govermment shall pay to
A.I.D. interest at the Government Interest Rate on any Principal
vhich has not been pepaid to A.I.D., and on any interest due to
A.I.D. Such interest shall accrue from the dates of the respective
disbursements by A.I.D. under the Loan Agreemént, and shall be
payable to A.I.D. semi-annually, the first such payment to be

due and payable on a date to be gpecified by A.I.D.


http:specif.ed

9.

SECTION 4.4, Independent Nature of Guaranty. The Guaranty

established in Section 4.1 shall remain in full rorce and effect
whether or not the Special Payment Procedures established by
Section 2.1 and other provisions of this Agreement are, for any
reason, terminated. 1In the event such Procedures are, for any
reascn, terminated, ami the Guaranty is invoked by A.I.D., the
provisions of Secticn 4.2 and 4.3 shall cease to apply and
Government shall meet its obligations to A.I.D. under this
Article by making payments to A.I.D. in accordance with the Loan

Agreement and Section 4.1 of this Agreement.
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ARTICLE V

Goverrment Payments - General

SECTION 5.1. Currency of Payments. All prayments by

Government to A.I.D. shall be in United States dollars.

SECTION 5.2. Place of Payments. All payments by Govermment

to A.I.D. shall be deemed to have veen paid when delivered to
the Controller, Agency for Internatioral Development, Washington,

D.C., or to such other address as A.I.D. may specify.

SECTION 5.3. Application of Payments. A1l payments by

Government to A.I.D. shall be applied first to the payment of any
interest due from Government to A.I.D. and unpaid, and then to

the repayment of Principal due from Government to A.I,D.

SECFION 5.4k. Prepayment. The Government shall have the right
to prepay without penalty at any time, all or any part of the
Outstanding Transferred Principal. Any prepayment shall be applied
in the order prescribed in Section 5.3. and amounts epplied to the
remaining instellments of Outstanding Transferred Principal shall

be applied pro rata to such installments.

SECTION 5.5. Renegotiation of Terms. In the light of the

undertakings of the Government of the United States of America,
the Government and the other signatories of the Act of Bogcta and

the Charter of Punta del Este to join in an Alliance for Progress,



1l1.

the Govermment agrees that at any time or timeg vhen it ig
requested to do so by A.I.D. under this Section, but not sooner
than six (6) months befope the date on which the firgt installment
of Outstanding Transferred Principal is payable under Section 3,4
of this Agreement, it will negotiate with A.I.D. concerning £he
acceleration of payments required to be made to A,I,D. pursuant
to this Agreement, The parties hereto shall mtually determine
to what extent repayment should be accelerated on the basis of
one or more of the fodlowing criteria:

8. The capacity of the Government to service a more

rapid liquidation of its obligations in the light of

United States of America or to any international
organization cf which the Uhited States of America is
& member;

be The relative capital requirements of the Govermment ang
of the other signatories of the Act of Bogota and of
the Charter of punta del Egte,

SECTION 5.6, Interest Computations on 365-Day Year Basig,

Interest under this Agreement shall be computed on the bagis of



ARTICLE VI

Additional Covenants and Warranties

SECTION 6.1. Information. The Govermment shall cooperate
with A.I.D. in publicizing this Agreement and the Loan Agreement .
as programs of American aid in furtherance of the Alliance for

Progress.

SECTION 6.2. Notice of Adverse Develg;nents. The Government

and ELETROBRAS shall promptly inform A.I.D. of any conditions
wvhich interfere with, or threaten to interfere with, the carrying

out by the Government and ELETROBRAS of their obligations under

this Agreement.

SECTION 6.3. Taxation of this Peyment Agreement and

Payments Hereunder. This Agreement shall be free from, and all

payments to A.I.D. made hereunder shall be paid without deduction
for and free from, any taxation or fees imposed under the lawc of

Brazil or laws iu effect in its territory.

SECTION 6.4, Electricity Rates. Govermment agrees that it

shall take all such action as may be necessary to permit the Borrower
to establish and maintain electricity tariff schedules to produce
the maximum level of revenues permitted by currently existing

Brazilian eletricity tariff legislation.
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ARTICLE VII
Records; Inspections; Reports

SECTION 7.1. Maintenance of Records; Inspections; Reports.

a. The Government shall maintain or cause to be maintained
for such time as shall meet the needs of the parties, books and
records, including documentation, in accordance with sound
accounting principles and practices adequate to identify the
payments received pursuant to Section 2.1 hereof, and to identify
Programs or projects financed by funds disbursed from the Special
Account, and indicate the progress of such activities.

b. Such books and records shall be open at all times for
examination by uﬁthorized representatives of the Government and
A.I.D. which procedure is consistent with Article II, Section 5
of the Agreement between the Government of Br;zil and the
Govermment of the United States of America signed on May 30, 1953,
and subsequently approved by the Brazilian Congress. For this
purpose, if the Government and A.I.D. mutually agree, the Governme
may maintain, within its accounting system, a segregated set
of books and records for all transactions specifically related
to the Special Account. Examination of the books and records
will be carried out in practice by Procedures which may include
ﬁhe following whenever mutually agreed to by the Government and
A.I.D.: |




1. Joint auditing under mutually agreed to conditions.

o, The use of independent auditors selected by the
Government and acceptable to A.I.D.

3, The inspection outside the premises of the Government
of certified documentation relating to the Special

Account.

¢. The Government shall cooperate with, and give reasonable
assistance to, and shall facilitate inspections by A.I.D. with
respect to the execution of the activities financed through
the Special Account, and shall afford all reasonable opportunity
for authorized representatives of A.I.‘D. to visit any part of
the territory of Brazil for purposes related to this Agreement.

d. The Government shall pramptly furnish to A.I.D. such
financial and other reports and information relating to the
covenants of this Agreement or transactions pursuant hereto as

A.I.D. may request.
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ARTICLE VIII

Remedies of A.I.D.

SECTION 8.1. Grounds for Termination. If any ome or more

of the following events ("Grounds for Termination") shall occur:

a. Government or ELETROBRAS shall fail to comply with any
provision contained herein;

b. A default shall have occurred under any other agreement
between Government or any of its agencies and the United States
of America or any of its agencies;

¢. A.I.D. determines that any representation or warranty
made by or on behalf of Government or ELETROBRAS in conmection with
this Agreement or the negotiations incident thereto, or pursuant
to this Agreement is incorrect in any material respect;

d. Any change in the character, capacity or credit-
worthiness of the Borrower, or a change in the conduct of the
project described in the Loan Agreement, which occurs because
Government or any governmental authority in Brazil shall have
taken any action for the dissolution or disestablishment of the
Borrower or for the suspension of the Borrower's activities or
a substantial part thereof, or for the cancellation, substantial
amendment or suspension of the right of Bortrower to carry out

the Project.



€. A.I.D. determines that an extraordinary situation
has arisen which makes it improbable that the purposes of this
Agreement will be attained or that Government or ELETROBRAS will
be able to perform their obligations hereunder;
f. Continuation of the procedures established herein
would be in vioiation of the law governing A.I.D.:
then, A.I.D., at its option, may declare:
i. all or any part of the Outstanding Transferred
Principal and any interest accrued thereon to be due and
Payable to A,I.D. immediately, specifying which installments
theréof, and interest thereon shall become due and payable;
and/or |
ii. the Special Payment Procedure established herein
to be.terminated. Upon any such declaration, unless the cause
for termination is cured within sixty (60) dﬁys tyereafter, such
Principal and interest shall become due and Payable ‘mmediately,
and/or the Special Payment Procedure shall be terminated in
accordance with the terms of such declaration. Unless A.I.D,
otherwise specifies, such termination shall not in any way affect

the continued velidity of the guaranties contained in Sectian L 1



SECTION 8.2, Waivers of Causes for Termination. No delay

in exercising or omission to exercise any right aceruing to
A.I.D. under this Agreement shall be construed as an acquiescence

or as a waiver by A.I.D, of any such right.

SECTION 8.3. Defaults. For purposes of other agreements
between Government and the United States of America or any
of its agencles, the occurrence of an event specified in
Subsections 8.1(a), (c) or (d) shall be considered an "Event

of Default" under this Agreement.



ARTICLE IX

Miscellaneous

SECTION 9.1. Use of Representatives.

a. All sebions required or permitted to be performed or
taken under this Agreement by the Government, ELETROBRAS, or A.I.D.
may be performed by their respective duly authorized representatives.

b. The Government hereby designates the Minister of Finance,
and ELETROBRAS designates the individual holding or acting in the
office of President, as their respedtive representatives with
authority\ to designate in writing other representatives in their
dealings with A.I.D. The representatives named pursuant to the
preceding sentence, unless A.I.D. is given notice otherwise, shall
have authority to agree on behalf of the Government or ELETROBRAS
respectively to any modification of this Agfeement which does not
substantially increase the obligations of Government or ELETROBRAS
hereunder. Until receipt by A.I.D. of written notice of revocation
by the Govermment or ELETROBRAS of the authority of any of their
respective representatives, A.I.D. may accept the signature of such
representatives on any instrument as conclusive evidence that any
action effected by such instrument is authorized.

SECTION 9.2. No Prejudice. No provision of this Agreement shall
terminate or modify any right of A.I.D. specified in or which may

arise pursuant to the Loan Agreement.



SECTION 9.3. Notice. Any notice, request or communication
given, made or sent by the Govermment, ELETROBRAS or A.I.D. pursuant
to this Agreement shall be in writing and shall be deemed to have
been duly given, made or sent to the party to which it is addressed
when it shall be delivered by hand or by mail, telegram, cable or
radiogram to such other party at the following addresses:

To the Govermment:

Mail Address:
Ministério da Fazenda
Rio de Janeiro
Brasil

Cable Address:

MINIFAZ
Rio de Janeiro

To ELETROBRAS:
Mail Address:
Centréis Elétricas Brasileiras - ELETROBRAS
Av. Presidente Vargas, 642 - 10? andar
Rio de Janeiro, GB
Cable Address:

ELETROBRAS
Rio de Janeiro
To A.I.D. (five copies)
Mail Address:
Office of Capital Development and Industry
Agency for Internationsl Development

Embaixade dos Estados Unidos da America
Rio de Janeiro, Brasil



Cable Address:
USAID
Anembassy
Rio de Janeiro.
Other addresses may be substituted for the above upon the

giving of notice and acknowledgement of such substitution.

SECTION 9.4. Effective Date of Payment and Guaranty Agreement.

This Agreement ghall enter into effect as of the day and year first
above written.



ARTICLE X
Conditiong Precedent

SECTION 10.1. Conditiong Precedent to Use of Deferred

Payment Procedures, The Special Payment Procedure shall not be.

employed unless and uwitil Govermment and ELETROBRAS have each
furnished A.I.D. in form and substance satisfactory to A.1,D.:

&. An opinion or opinions of counsgel satisfactory to A.I1.D.,
that this Agreement hag been duly authorized or ratified by and

accordance with their terms;

b. Evidenze of the authority of the person or persons
who will act ag representative or representatives of Governmént
and ELETROBRAS in connection with the operation of thig Agreement
pursuant to Section 9.1 of thig Agreement;, together with an
authenticated specimen signature of each such person certified as
to its authenticity by dwly constituted Brazilian authority if gaid

signature has not been heretofore submitted to A,I.D,



SECTION 10.2. Terminal Date for Satisfying Conditions

Precedent. If the conditdons contained in Section 10.1 of this
Agreement have not been satisfied by October 31, 1966, or such
later date as A.I.D. may specify, A.I.D. may at any time
thereafter terminate the Special Payment Procedure and/or all
provisions of this Agreement by giving notice to Govermment

and ELETROBRAS.



IN WITRESS THEREOF, the Government, ELETROBRAS and the
United Btates of America, each acting through its respective duly
authorized representative, have caused t! .s Agreement to be signed
in their respective names and delivered as of the day and year

first above written.

UNITED STATES OF BRAZIL UNITED STATES OF AMERICA

By: gl Vv Muly By: %ﬁfbw'“@? C—
v 7"
Title: Minister of Finance Title: Director, USAID/Brazil
By: ///,/ |
Title: Apbassador

v/

CENTRAIS ELETRICAS BRASILEIRAS S.A.

By: @@*\C[WM

Title:

By:

Title:
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AGENCY FOR INTERNATIONAL DEVELOPMENT
United States A.I.D. Mission to Brazil
c/o American Embassy

Rio de Janeiro,
August 15, 1966

Dr. Léo A. Penna, President

Companhia Auxiliar de Emprésas

El4trices Brasileiras - CAEEB

Av. Rio Branco, 135 - 15?2 andar "
Rio de Janeiro, GB \/

Subject: A.I.D. Loan No. 512.L-062
Implementation Letter No. 1
Mascarenhas Hydroelectric Project
Engineering Services

Dear Dr. Penna:

This letter is being transmitted to you prior to the eigning
of the Loan Agreement, in order to enable you to make arrangements
for consulting engineering services in accordance with A.I.D.
procedures and regulations. Subsequent Implementation Letters will
clarify the Corditions Precedent which must be fulfilled prior to
disbursement under the prospective loen. In addition, they will
jndicate A.I.D. requirements in regards to the implementation plan,
procurement, disbursement, reporting, and other pertinent subjects.

Engineering Services

U.S.A.I.D. must be assured that all the engineering required
to carry out the project will be provided, and that the selection
of firms and contract arrangements meed A.I.D.'s statutory and policy
requirements. It is the responsibility of the Borrower to select
the engineering contractor and negotiate a contrect satisfactory to
A.I1.D.

U.S.A.I.D. should be informed of any additional engineering
to be provided by CCBFE, CACEB, suppliers, manufacturers, contractors,
or any other individuals. The scope of their services should be
clearly defined and related to the Scope of Work included in ‘the
Engineering Service Contract.

Attachment I, "Independent Engineering Services", provides
a general guideline for selecting and contracting for engineering
services. It is suggested that Exhibit wA" op "B" of this attachment



be used, in order to facilitate CCBFE's and U.S.A.I.D.'s evaluation
of the reasonableness of the engineering costs.

Attachment II, the "Project Description and Scope of Work",
indicates the suggested form and content for your guidance. It
should be modified when necessary, and must be submitted to U.S.A.I.D.
for approval, prior to serious negotiations with a prospective
engineering services contractor,

Under U.S.A.I.D. regulations, engineering firms may be
considered eligible only if they meet the qualification test. This
test is a successful record of completion of projects similar in
scope, and of comparable magnitude; the record must be in the name
of the firm. Joint ventures or consortiums are considered qualified
if one member firm is qualified. U.S.A,I.D. financing of engineering
services under this loan is limited to dollar costs.

To satisfy A.I.D.'s requirements for contracting for
engineering services under the prospective A.I.D. loan we suggest
the following procedure:

1. Prepare a concise description of the Project and submit to
U.S.A.I.D. for approval. (See suggested draft - Attachment II)

2. Prepare Bcope of Work for U.S.A.I.D. approval. (See suggested
draft - Attachment II)

3. Solicit non-price proposals from qualified firms. Joint venture
firms should provide a copy of their joint venture agreement;
Brazilian firms or the Brazilian subsidiaries of U.S.A. firms
should present evidence of ownership, and evidence which indicates
that they can legally perform the required services in Brazil,
Malze the selection and obtain U.S.A.I.D. approval.

k. Negotiate a contract and submit three copies of draft, including
cost details, for U.S.A.I.D. approval. (See suggested draft -
Attachment I)

5. 8ign contract and provide U.S,A.I.D. with five conformed copies.
Request U.S.A.I.D. to open a Letter of Commitment to cover the cost
of the contract.

Sincerely yours,

\'\ ,R

'.,‘ . "'1" ,'Lf" 4 ",. ‘{._.—'. !
Im'své/ B, J¢hnson

Deputy Agsistaygt Director
for Capital Development and Industry

)
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AGENCY FOR INTERNATIONAL DEVELOPMENT ,::EEE
United States A.I.D. Mission to Brazii
¢/o Americam Embassy el @

Rio de Janeiro,
November 16, 1966
Dr. Léo A. Penna, President
Companhia Auxiliar de Empr@sas
Elétricas Brasileiras - CAEEB
Av. Rio Branco, 135 - 14¢ andar
Rio de Janeiro, GB — )
’ T70-2+¢ ~220 ~R43,
Subject: A.I.D. Loan No. 512-1-062
Mascarenhas Hydroelectric Project
Implementation Letter No. 2

Dear Dr. Penna:

This letter sets forth the procedures to be followed by the Borrower for
satisfying Conditions Precedent to disbursement under A.I.D. Loan No. 512-1-062,
Nothing in this letter or its attachments alters the scope of the Loan Agree-
ment and the Payment and Guaranty Agreement or any specific terms of these
Agreements. Subsequent Implementation Letters may supplement or modify this
letter and its attachments. A.I.D. shall inform the Borrower when all these
conditions precedent have been met.

Subsequent Implementation Letters will contain information related to bidding,
procurement, contracting and repcrting procedures which the Borrower should
observe. In this connection, we call your attention in particular to

Section 6.01 of the Loan Agreement, which specifies that all goods and services
financed from A.I.D. loan funds must have their source and origin in the United
States, and to Section 6.05 indicating that the Borrower must furnish A.I.D.
such plans, bid documents, and contracts as it shall later specify for A.I.D.'s
review and approval prior to contracting for the procurement of goods and -
services for the project.

I. A, Conditions Precedent to Initial Disbursement - Section 3.01

This Section of the Loan Agreement provides that prior to the first
disbursement or to the issuance of the first Letter of Commitment under
the Loan, the Borrower shall furnish the following in form and substance
satisfactory to A.I.D.:

(a) Legal Opinion and Supporting Documents - Section 3.01(a)(i) and (ii)

The legal opinion required should be signed by the highest ranking
legal officer of CCHFE.

Guidelines for preparing the required legal opinion are set forth in
Attachment A.
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(v) Designation of the Borrower's Representative(s) and
Specimen Signature - Section 3.01(b

The information specified in the Section noted above and specimen
signatures (in three copies) of the representative of the Borrower
should be furnished together with the legal opinion referred to above.
The authenticity of specimen signatures should be certified by the
same person(s) who render the legal opinion referred to above., A
suggested form for this purpose is set out in Attachment B.

(c) Guaranty Agreement - Section 3.01(c)

A Guaranty Agreement dated August 18, 1966 between the Government
of Brazil, Centrais Elétricas Brasileiras S.A. (ELETROBRAS) and A.I.D.
is satisfactory to A.I.D. This Section 3.01(c) of the Loan Agreement
therefore will be fully met upon the receipt by A.I.D. of a legal
opinion rendered by the highest legal authority of the Ministry of
Finance and ELETROBRAS that the issuance of this guaranty is legally
authorized, that persons acting in behalf of the guarantors to bind
their organizations to the guaranty obligation were duly authorized,
and that all requirements of registration and other acts under
Brazilian Law for giving these guarantees full force and effect have
been met.

() Special Payment Procedure - Section 3,01(d)

A Special Payment Agreement between A.I.D. and the Minister of
Finance was signed on August 18, 1966. The Section 3.01(d) requirement
of the Loan Agreement then, will be met upon submission to A.I.D. of
the legal opinions specified in Section 10(a) and 10(b) of this Payment
and Guaranty Agreement.

(e) Registration with Monetary Authorities - Section 3.01(e)

Evidence of arrangements with appropriate monetary authorities
for the registration of the Loan Agreement in accordance with the
Laws of Brazil.

() Contracts for Consulting Services - Section 3.01(f)

This subject has been dealt with in Implementation Letter No. 1.
As indicated in our letter of September 28, 1966 to Dr. Léo A. Penna,

A.I.D. approval of the draft contract with respect to Consulting
Services is required prior to the signature of any Agreement.

/oo
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(g) Electricity R.tes - Section 3.01(g)

The Borrower shall submit evidence that it has applied for and
received a rate adjustment on the basis of monetarily corrected assets
reflecting the CNE index for 1965.

In addition, a statement is required of the Borrower's policy
concerning the setting and maintenance of adequate rates consistent
with the terms of the Loan Agreement.

B. Terminal Date for Meeting Conditions Precedent to Initial Disbursement

In accordance with Section 3.04%(a), all conditions specified in
Bection 3.0l of the Loan Agreement should be met by November 16, 1966.
However, pursuant to the request set forth in the Borrower's letter of
October 28, 1966, A.I.D. hereby extends the above terminal date until
December 30, 1966.

A. Conditions Precedent to Additional Disbursement - Section 3.02

Prior to any disbursements or to the issuance of any Letter of
Commitment under the Ioan for any purpose other than to finance the services
referred to in Section 3.01(f), the Borrower shall furnish, in form and
substance satisfactory to A.I.D.:

(a) Financial Resources

The Borrower shall furnish a plan for the financing of the Project
showing evidence of the availability of the Brazilian currency and
U.S. dollar requirements. This may be accomplished by submitting:
(1) a statement of source and application of funds, during the period
required to complete the project; and (2) the loan terms to which
the Borrower must agree.

(v) Evidence of ELETROBRAS Commitments on Financial Resources

The letter of July 25, 1966, from Dr. Octlvio Marcondes Ferraz
to Mr. Louis V. Perez in campliance with this condition is currently
under USAID review.

(c) Implementation Plan

An implementation plan and work schedule for the procurement,
construction and installation necessary to complete the Project.
Detailed information as to the purpose, scope, method, and content
of the implementation plan to be submitted by the Borrcwer is set
forth in Attachment C.
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Included for your assistance in the preparation of the implementation
plan is the attached pamphlet, "USAID/Brazil Procurement Guidelines".

(d) Government of Brazil Approval of Imports

The Borrower shall submit evidence satisfactory to USAID that
CACEX has reviewed the list of equipment to be financed with A.I.D.
funds and will authorize its importation. USAID has had an exchange
of correspondence with ABDIB. Sight translations of these letters
dated June 16, 1966 and July 7, 1966 are attached (Attachment D)
for your information. They represent the industry policy on this
matter and were the basis for determining the amount of the A.I.D.
Loan.

B. Terminal Date for Meeting Conditions Precedent to Additional Disbursements

As stipulated in Section 3.04(b), all conditions specified in
Section 3,02 of the Loan Agreement must be met by February 13, 1967.

All documents, letters, reports, etc., referred to in the Loan Agreement, the
Payment and Guaranty Agreement, and this Implementation Letter are to be
submitted in the English language to the Capital Development Office of the United
States A.I.D. Mission in Rio de Janeiro.

This office is at your disposal to provide you with any additional information
or clarification.

Sincerely yours,

— . iy \
<N J/ e
I‘Jv'.-/i'g‘gt,ﬁlf' Joql’h;) n’ K'MJV &

Deputy Assistance Director
for Capital Development and Industry

ATTACHMENTS

- Legal Opinion Guidelines
- Specimen Signature Form
Implenentation Flan
Two Letters

Qx>
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AGENCY FOR INTERNATIONAL DEVELOPMENT ffL*éffﬂ
United States A.I.D. Mission to Brazil

¢/o American Embassy
Rio de Janeiro, q;ﬁbf//
DEC 301966 °* -V

Dr. Léo Penna, President A
Companhis Auxiliar de Empr@sas

Elétricas Brasileiras - CAEEB

Av. Rio Branco, 135 - 14%? andar

Rio de Janeiro, GB

Subject: A.I.D. Loan No. 512-1-(62
Conditions Precedent
Implementation Letter No. 4

Dear Dr. Penna:

This is to acknowledge the receipt of your letter LAP-167/66
dated December 29, 1966 and to cornfirm that A.I.D. is in full
agreement with its content.

The only outstanding and unepproved conditions precedent at
this date are Section 3.0L(b) and Section 3.01(f) of the Loan
Agreement. Ve awalt transmittal of the relevant documents with
respect to Section 3.01(b).

To permit sufficient time for A.I.D. to complete its review
and approval of the consulting engineering contract and to permit
signature of the same by the contracting parties, A.I.D., in
compliance with your request, hereby extends the terminal date
for Section 3.0% of the Loan Agreement to January 31, 1967.

Sincerely yours,

{
/[ J '?*x!7
L. V. Perez
Assistent Director for
Capital Development and Industry
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AGENCY FOR INTERNATIONAL DEVELOPMENT
United States A.I.D. Mission to Brazil
¢/o American Embassy

Rio de Janeiro,
February 13, 1967

Dr. Léo Amaral Penna

Cia. Auxiliar de Empr@sas Elétricas
Brasileiras (CAEEB)

Av. Rio Branco, 135 - 15?9 andar
Rio de Janeiro, GB

Subject: A.I.D. Loan No. 512-1-062
Conditions Precedent
Implementation Letter No. 5

Dear Dr. Penna:

We wish to inform you that the Conditions Precedent in
Section 3.01 of A.I.D. Loan Agreement No. 512-1-062 have been
fulfilled,

The draft engineering consulting services contract with the
Joint-venture Engevix - TAMS do Brazil - TAMS of New York required
under Section 3.01(f) is hereby approved. The two following
items have been left open pending later negotiation,

(a) Reimbursement and fee for construction management or
supervision on the Development.

(b) Duration of the position of Project Manager.

It should be understood that in the event subsequent
negotiations between CAEEB and said joint-venture on the above
specified items are not successful or acceptable to USAID, USAID
may require the employment of a third-party firm of consulting
engineers to be responsible for the construction management or
supervision of the Development. Further, it is understood that
the duration of the position of Project Manager shall not be
limited to 48 months, but rather shall be terminated when all
Project responsibilities covered by the contract are completed.

Sincerely yours,

."'\
Ww zl-(a,)cyitnvuycwl
gﬁi 1W{ B. Jolijson
Acting Assistant Director
for Cavital Develorment and Industrv
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AGENCY FOR INTERNATIONAL DEVELOPMENT
United States A.I.D. Mission to Brazil
¢/o American Embagasy

Rio de Janeiro, {/
February 17, 1967

Dr. Léo Amaral Penna, President ’
Cia. Auxiliar de Ewmpr2sas Elétricas !
Brasileiras (CAEEB)

Av. Rio Branco, 135 - 15¢ andap [

Rio de Janeiro, GB

Subject: A.I.D. Loan No. 512-1-062
Conditions Precedent
Implementation Letter No. 6

Dear Dr. Penna:

In response to your letter of February 10, 1967, we wish to
inform you that the terminal date for fulfillment of Conditions
Precedent found in Section 3.02 of A.I.D. loan Agreement No,
512-1-062 is hereby extended %o March 31, 1967.

Sincerely yours,

/

ot /
' "‘N ,,"'\.r .
, » V. Perez
Asgistant Director for
Capital Development and Industry
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AQENCY FOR INTERNATIONAL DEVELOI'MENT
United States A, I. D, Mission to Brazil
c/o American Embassy

Rio de Janeiro
March 16 , 1967

Dr. Léo Amaral Penna, President ¢
Cia. Auxiliar de Bmprésas Elétricas

Brasileiras (CAEEB)

Avenida Rio Branco, 135 - 15¢ andar

Rio de Janeiro, GB

Subject: A. I, D. Loan N¢ 512-L-062
Mescarenhas Hydroelectric Project
Implementation Letter Ne 7

Dear Dr. Penna:

We wish to call your attention that there is a technical
error in the Certificate of Registration by the Central Bank of
the above ceptioned loan. The Loan Agreement calls for 41 ap~
proximately equal semi-snnual installments of principal and
interest combined (i.e., level payments of principal and interest).
The Registration Certificate is based on 11 approximately equal
installments of principal alone, with interest computed separately.
This is of course substantially different from an amortization
schedule based on level payments of interest and principal combined.

This error has peen called to the attention of the
Central Bank. Although we are informed that the error does
not effect the validity of the Registration Certificate, we
request that you seek an appropriate smendment to the Certificate
in order to avoid any difficulties which might arise in the
future.

Sincerely yours,

Yy b

i bt N Y 4Y

b }11:*" B, -T>higon s
Deputy Aswietant Director for

Capital Development and Industxy
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AGENCY FOR INTERNATYONAL DEVELOPMENT
United States A.I.D. Mission to Brazil

¢/o American Eubassy

Rio de Janeiro,
August 1%, 1867

Mr. Ronaldo Moreira da Rocha, President
Companhia Central Brasileira de

Forga Elétrica - CCBFE

Av. Rio Branco, 135 - 14° andar

Rio de Janeiro, GB

Subject: A.I.D. Loan No. 512-1-062
Mascarenhas Hydroelectric Project
Implewentation Letter No., 8

Dear Dr. Rocha:

This letter will irform you of the present status concerning fulfillment

of Conditions Precedent in Section 3.02 of the subject Loan Agreement.
These Conditions nust be satisfied prior to disbursement or issuance

of any Letter of Comuitment under the Loan to finance other than consulting
services.

I. Section 3.02(c) - Implementation Plan

The Implementation Plan submitted with Dr. Penna's letter dated
March 13, 1967 (your reference IAP-67/67) was subsequently completed by the
addition of the section on cost estimates. The Implementation Plan has been
revieved and discussed with Mr. Williams of ENGEVIX-TAMS vho has agreed to
add certein additional data requested by A.I.D. Upon satisfactory subwmission
of the revised Iwplementation Plan we will inform you that this Section has
been nmet.

II. Section 3.02(d) - CACEX and/or Other Approvals

Receipt is acknowledged of CACEX letter (reference CACEX/ASTEC-67/38)
dated January 6, 1957 which was attached to Dr. Penna's letter also dated
March 31, 1967 (your reference LAP-66/67). It is our understanding that a-
new Law of Similars Regulation will soon be prouulgated. We anticipate that
this new regulation will include provisions which will enable CCBFE to
comply with Section 3.02(d).

Sincerely yours, .

Ay S NI

Chester S. Bell, Jr.
Acting Deputy Assistant Director
for Capital Development and Industry



AGENCY FOR INTERNATIONAL DEVELOFMENT
United States A.I.D. Mission to Brazil
¢/o American Embassy

Rio de Janeiro,
September 15, 1967

Dr. Ronaldo Moreira da Rocha, President

Companhia Central Brasileira de R\

Forga Elétrica - CCEFE /}“
Av. Rio Branco, 135 - 149 andar ,
Rio de Janeiro, GB ///

Subject: A.I.D. Loan No. 512-L-(62
Mascarenhas - Procurement
Implementation Letter No. 9

Dear Dr. Rocha:

As you are aware, Section 3.02(d) of the Loan Agreement provides that

no Letter of Cownitment shall be issued for procurement of goods and
materials "except as A.I.D. otherwise nmay agree in writing", until
certain zeneral approvals by CACEX are issued. We understand that the
required general CACEX epprovals will be forthcoming shortly. We have
examined the request made by your steff that we waive Section 3.02(a)

in respect to the procurement of sheet viling. Your staff and coasulting
engineers point out that a few week's delay in their procurement could
result in as much as the loss of one year's time in your construction
schedule.

You may regard this letter as A.I.D. concurrence in this request.
Sincerely yours,
o
“ D ) W
.. \l\“t \t e
‘ N v ’ ’
@nght B.{“Johﬁson

Deputy Assistant Dfrector for
Capital Development and Industry.



AGENCY FOR INTERNATIONAL DEVELOPMENT
United Scates A.I.D. Mission to Brazil
¢/o American Embassy

Rio de Janeiro,
September 22, 1967

Dr. Ronalds Moreira ca Rocha, President A\
Companhia Central Brasileira de v
Fdrga Eléirica - CCBFE q
Av. Rio Branco, 137 - 14¢ andar '
Rio de Janeiro, GB ///

Subject: A.I.D. Loan No. 512-L-062
Mascarenhas Mydroelectric Project
Implementation Letter No. 10

Dear Dr. Rocha

Cur Implementacion Letter No. 9, dated September 15, 1967 waived
Section 3.“2(d) of the Loan Agreement t> permit early procurement
of steel sheet piling.

The purpose of this letter is to inforam you that Section 6.08 of
the Loan Apreement wich respect to required notification of
potential suppliers (Notice t5 Swall Business) is also waived for
this emergency »rocureaent.

Sincerely yours,

“ " {
Iwight B. Johnson
Deputy Assistant Jirector for

Capital Development and Industry




AGENCY FOR INTEINATIONAL DEVELOPMENT
United States A,I.D. Mission to Brazil
c¢/o American Embassy

Rio de Jineiro,
October 27, 1967

Mr. Ronildo Moreira da Rocha, President
Comnanhia Centrel Brasileira de
Forca Eletrica - CCBFE
Av, Rio Branco, 135 - 149 andar
Rio de Joneiro, GB

Sutject; A.I.D, Loan No. 512-L-152
Mascarenhos Hydroelectric Project
Implementation Letter No. 11

Dezar Mr. Rocha:

Reference is made to Mr. H. J. Kotzer's letter DT-274/57 dated
October 11, 1757 which submitted additional cories of the Imolementetion
Plan revised Augvst, 107,

Onr Imnlementation Letter No, £, dated Augast 14, 1057, stated
that you would be informed unon satisfactory submission of the
revised Imnlementation Plan.

Ve =re nlezsed to inform you that the requirements of Section 3.2(c)
of the Loan Agreement have been satisfied.

Sincerely yours,

Dwigh;‘ B.Jgohnéfg
Deputy Agsistant Director for

Capital Develooment and Industry
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT ;a
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USAID/BRASIL
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February 21, 1968

Mr. Ronaldo Moreira da Rocha, President
Companhia Central Brasileira de
Forga Elétrica -- CCEFE
Av. Mo Branco, 135 - 169 andar
Rio de Janeiro, GB

Subject: A.I.D. Loan No. 512-1-062
Mascarenhas Hydroelectric Project
Reporting, Marking and Signs
Inplementation Letter No. 12

Dear Mr. Rocha:

This letter sets forth A.I.D.'s requirements for Quarterly Progress
Reports, Shipping Reports, and Monthly Narrative Reports. It also
contains advice on our requirements for signs at the project sites
and marking requirements of goods and shipping containers.

For your guidance we are enclosing the following:
1. Reporting Requirements - Attachment L
2.  Borrower Shipping Statement - Attachment N

5« Marking Requirements, Goods and Shipping Containers - Attachment J
k. Signs at Project Sites - Attachment K

Quarterly Progress Reports

A description of the general information to be included in the Quarterly
(3-month) Progress Reports is given in Attachment L. The initial report
should cover all prior progress to January 1, 1958 as well as the period
January 1, to April 1, 1968. It is due May 1, 1968. Each successive
Quarterly Report will be due the end of the month following the 3-month
reporting period. . -

The reports should be numbered successively and submitted to this office
in fiwe copies. Reports should be related to the approved Implementation
Plan and snall continue on a regular quarterly basis until the Project
has been completed. Completion for reporting purposes will be establighed
with the approval of the final report of the Project. Details concerning
the final report will be provided in a future Implementation Letter.

The report should be in sufficient detail to be understood by interested
people who may not be familiar with the Project. It should show the time
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relationship of scheduled and actual progress of all important or critical
elements required for the Project's completion. It should also show the
financial condition of the Project and, if costs rise above amounts
originally estimated, the report should indicate how and from where those
additional required funds will come.

The scope of the report shall cover the entire Project as defined in the
Loan Agreement. It shall not be limited only to the A.I.D.-financed
portion. It must also include progress relating to engineering, design,
procurement, manufacture, shipping and handling, delivery, construction,
erection, testing, placing in operation, training and final close out.

It should include a section showing important authorizations, approvals and
concurrences by or from the Brazilian authorities, USAID, etc., that have
effect on the Project.

Any work or responsibilities retained by CCEFE or its agents shall be
included in the Quarterly Report and it should show as well related
progress for off-site work such as work in manufacturers' or fabricators'
factories and equipment and material in transit.

The initial report shall describe the methods, procedures, and responsibilities
for gathering, compiling, and issuing the reports. Best results are usually
obtained where the consulting engineer has responsibility for coordinating

and collecting the detailed information and assembling it for the report.

A requirement to supply periodic information for reporting progress can

be included with purchase orders and procurement contracts to assure a
reliable flow of information from the Contractors.

There must be close coordinationwith CCBFE's accounting people to assure
billing and disbursement information is available as needed. Schedules and
projections showing cost, financing, and cash flows should relate to the
ones in the Implementation Plan. Where schedules or projections have

been changed, such changes and effective dates should be shown in all
subsequent submittals of the schedule or projection. These should clearly
show the financial status of the project and indicate requirements and
sources of financing available for completion of the Project.

Any important problems or unforeseen events should be mentioned and their
possible effect on the Project noted. Where an element important to the
project may be falling behind schedule, a statement concerning its effect
on the cost and completion date should be included. Also any remedial
action being or to be taken should be stated. Where there may be material
changes or modifications to the Project or any of its components, they
should be described and the circumstances explained.

The fact that there may have been no progress on certain items does not
relieve CCEFE of the need to report on them. If conditions develop in
which all the required information is not available, the report should
notwithstanding, be submitted on time. It should state, however, what

e
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information is missing and when it will be forthcoming.

To assure that the presentation of the Quarterly Report will be satisfactory
to A.I.D., we suggest you provide us an outline or table of contents, list
of diagrams, example of exhibits and draft of the general format of the
report for our comments.

Monthly Narrative Report

A narrative report should be submitted each month beginning April 1968
for the proceeding month and continue on a routine basis throughout the
period for carrying out the Project. This report should be provided as
early in the month as possible, normally during the first two weeks. It
should be submitted in four copies to this office.

The report need be only three or four pages and may be in letter form.
Such charts or other attachments as are readily available may be included.
It should touch on any trouble or problem areas and what is being done to
meet the situation. Statements concerning accomplishment or lack thereof
should be included. The report writer's opinion of the Project status in
relation to the completion schedule is desirable. This report is
independent of the Quarterly Report.

It is suggested that this report be treated with less formality than the
Quarterly Report if this is necessary to expedite its timely distribution.

In this manner its preparation should be less time consuming and its submission
to USAID prompt and regular.

Borrower Shipping Statement

The Loan Agreement Section 6.9 requires that at least 50% of the gross
tonnage of all goods procured from the United States and financed under
the loan should be transported on privately-owned United States-flag
commercial vessels. Once shipments begin this report will be required on
a quarterly basis. A suggested format is shown in Attachment M. It

may be included as part of the regular Quarterly Progress Report.

We are aware that CCBFE may be committed to ship the remaining 50%

by Brazilian-flag vessels. If shipments are to include several very
heavy pleces of equipment, a precise division of weight between United
States and Brazilian flag vessels may be difficult so that advance
planning is called for. When the share required for United States flag
vessels falls below 50%, the report should indicate how the deficit will
be recovered.

[eoo



Page 4,

Marking Requirements - Goods and Shipping Containers

These requirements for marking are described in Attachment J, which also
includes a suggested source of supply for official emblems. Proper
marking is a responsibility of CCBFE. To conform with this requirement,
we suggest that you include provisions in your purchase orders so that
suitable emblems may be affixed to equipment and apparatus by the
manufacturers prior to shipment.

The purpose of these markings is to publicize the participation of the
American people in the Alliance for Progress-partners with Brazil in

this undertaking. It is important that this publicity be provided in the
United States as well as Brazil. Therefore, manufacturers should be

Shipping containers, crates, and/or the product itself, as appropriate, should
be marked, preferably in the most visible manner,

Signs at Project Sites

The signs should bear the Hand-Clasp and the Alliance for Progress symbols.
It would be appreciated if CCEFE would submit a sketch of the proposed
arrangement of the sign to USAID for our approval. - '

General Comment

The above are continuing requirements of A.I.D. on all construction
Projects in which we participate. We are particularly interested in
establishing a proper and comprehensive reporting system since it will
represent the basis for USAID's monitoring of the project. Therefore, we
will be glad to discuss any questions which may arise in the preparation
of the format and Scope of said reports.

Sincerely Yours,

iy ﬁ%/% con

Deputy Assigtant rector for
Capital Development/ and Industry

Encl.
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April 92, 1968

Mr. Ronaldo Moreira da Rocha, President
Companhia Central Brasileira de
Forga Elétrica -- CCBFE
Av. Rio Branco, 135 - 169 andar
Rio de Janeiro, GB

Subject: A.I.D. Loar No. 512-L-06%
Mascarerhas Hydroelectric Project
Amendment of Registration
Implementation Letter No. 13

Dear Mr. Rocha:

vle have reviewed the Central Bank registration certificates
of the above referenced Loan Agreement. Our Brazilian
Counsel, however, has informed us that an amendment is
necessary. T believe the enclosed draft letter to the
Central Bank is self-explanatory.

If the letter meets with your approval, pleuse fill in

the appropriate blank spaces and forward it to the Central
Bunk. Please send us a copy of your transmittal letter to
the Central Bank. Additionally, please provide us w:th a
copy of the amended registration no later than May 30, 1968,

Zircerely yours,

gl Ao

Deputy Acglista irector for
Capital Developrent and Industry

Encl.
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August 8, 1968

Dr. Leo Penna, Director
Centrais Elétricas Brasileiras S.A. -
ELETROBRAS
Av. Presidente Vargas, 642 - 10¢
Rio de Janeiro, GB
3/4-2¢ W*JL?Q
Subject: A.I.D. Loan No. 512wL=062
Implementation Letter No. 1h
(A) ESCELSA Merger
(B) CACEX Approval

Dear Dr. Penna:

(A) Regarding the ESCELSA-CCBFE merger and its implications on
our legal relationship with the Borrower and Guarantor, our counsel
informs us that while the new company ESCELSA will automatically assume
the obligations undertaken by the original Borrower under the A.I.D.
Loan Agreement, both Guarantors, Eletrobris and the Government of
Brazil, must ratify the Payment and Guaranty Agreement after the
merger, confirming that they will remain bound as under the original
Agreement. Our approval is subject to such ratification and also to
a review of the minutes of the shareholders' meeting approving the
merger,

It is therefore of importance that we receive all relevant
documents pertaining to the existence and identity of the post-merger
company ESCELSA and that Eletrobris initiate whatever actions are
requi-=2d to amend the Payment and Guaranty Agreement. Until the
amended Payment and Guaranty Agreement has been ratified, and
appropriate modification of the Loan Agreement made, no additional
letters of commitment can be issued.

As we have previously indicated, USAID accepts, in principle, the
ESCELSA-CCBFE merger subject to the above stated conditions.

(B) Regarding Section 3.02(d) of the Loan Agreement, Dr. Mario
Bhering's letter of March 21, 1968 and our subsequent discussions in
Vitoria and Rio have indicated that until the study of the integrated
system's requirements is completed, an accurate revised list of
transmission and distribution items cannot be submitted for CACEX approval.



Accordingly, to permit the timely procurement of power plant
equipment, we will consider the conditions precedent under
Section 3.02 of A.I.D. Loan 512-L-062 met for those items already
approved by CACEX for importation. Again, however, until the
actions referred to in Part A of this letter have been taken, no
new letters of commitment may be issued.

We will expect to receive at the earliest convenient date a
revised Implementation Plan reflecting the post-merger situation
with the necessary revised schedules, categorized material lists,
and cost estimates for those portions of the Project (transmission
and distribution) which have changed in timing, ownership, or
location, but which are still within the scope of Project as
described in Annex I of the Loan Agreement. We will withhold our
clearance of Section 3.02 on these items until we have reviewed the
list and been notified of importation approval. ‘

Sincerely yours,

uhsdi o

Director for

Capital Developm and Industry
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September 30, 1968

Dr. Leo Penna, Director

Centrais Elétricas Brasileiras S.A. -
ELETROBRAS

Av. Presidente Vargas, 642 - 10¢

Rio de Janeiro, GB

Subjéct: A.I.D. Loan No. 512-L-062
Implementation Letter No. 15

Dear Dr. Penna:

With reference to our Implementation Letters Nos. 6 and 14 dated
February 17, 1967 and August 8, 1968, respectively, may we call to
your attention that the terminal date for meeting conditions
precedent, Section 3.02 of the subject Loan Agreement, expired
March 31, 1967.

As you are aware, all conditions precedent have been met with the
exception of the prior importation approval from CACEX for those
eligible items related to expansion and improvement of transmission
and distribution racilities. These items are referred to in

Dr. Mario Bhering's letter of March 21, 1966.

As we have discussed on previous occasions, the merger situation,
its prolonged negotiations, and the technical and administrative
problems of integrating the CCBFE and Escelsa systems have
understandably delayed submittal of a revised equipment list to
CACEX.

We are hereby extending the terminal date for compliance with
Section 3.02 of the Loan Agreement tu December 31, 1968. If, by
that date, all items to be financed under the loan have not
received importation approval it may be necessary to consider
deobligation of certain loan funds so that they may be used on
other projects of high priority.

Sincerely yours,

A -

L.V. Perez
Assistant Director for
Capital Development and Industry
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Dr. Carlos Alberto Amarante
ESCELSA

Av, Jeronimo Monteiro 490 - r/809
Vitoria, Espirito Santo

Subject: A.I.D. Loan No. 512- Q:’?
Mascarenhas Hydroelect

Project
Implementation Letter No. 16

Dear Dr. Amarante:

The purpose of this letter is to: (1) request certain information
in order to clarify the legal, technical and financial post-merger
situation of ESCELSA, (2) explain A.I.D.'s requirements pertaining
to annual financial reports, (3) explain A.I.D. procurement
regulations and, (4) explain A.I.D.'s disbursement procedures.

I. ESCELSA-CCBFE Merger

A. Legal

We have reviewed the minutes of the shareholder's meeting
which approved the merger and find them acceptable. However, prior
to our formal approval of the merger we also request the following
statements:

(a) a statement from ESCELSA acknowledging its obligations
under the subject Loan Agreement to be those which
were CCBFE's prior to the merger, including reference
to the covenants set forth in Article IV thereof.

(b) a statement from ESCELSA's counsel that the Loan
Agreement constitutes a valid and legally binding
obligation of ESCELSA, to the same extent as if
ESCELSA were the Borrower named therein, and that,
to the best of counsel's knowledge, the statements
contained in Section 4.06 arc¢ true and accurate as
of the date of his opinion.



In addition to the above, our formal approval {s also
subject to the ratification of the Payment and Guaranty Agreement
by ELETROBRAS and the Government. (We are attaching the proposed
ratification in the form of Supplemental Agreements for the
signatures of ELETROBRAS and the Ministry of Finance.) The
submission of these Agreements should be accompanied by opinions
of legal counsel attesting to their validity and binding nature.
Specifically, the legal opinions should be those of the highest
legal authority of the Ministry of Finance and ELETROBRAS and
state, applicable to ESCELSA as the successor corporation to
CCBFE, that the guaranty continues to be legally authorized and
that all requirements, if any, of registration and other acts
under Brazilian law for giving these guarantees full force and
effect have been met,

B. Technical

As set out in Implementation Letter No. 14, it is requested
that you submit for the approval of A.I.D. a revised Implementation
Plan for the Project, reflecting the post-merger situation. Such
a plan should include the necessary reviged schedules, categorized
materials list and cost estimates for those portions of the Project
which have changed in timing, ownership, or location but which are
still within the scope of the Project as described in Annex I of
the Loan Agreement.

Our approval of Section 3.02(d) for transmission and
distribution system items will be sub ject ¢o our review of the
raterials list and its approval by CACEX. As the present terminal
date for Section 3.02 is December 31, 1968, you will appreciate
the urgency of completing the list of materials.

C. Financial

We are requesting that you prepare a revised Financial
Plan for the Project in order to clearly demonstrate the sources
for its financing. Such a plan should be related to the Implementation
Plan and should include the timing, by source, of the various
investments to be made. We believe a revised Financial Plan is
particularly important in view of the revised cost estimates of
the ?2roject submitted as part of the January l-June 30, 1968
rep )rt. These cost estimates show a considerable increase in
Project local currency costs,



IT. ANNUAL FINANCIAL REPORTS

A financial report is to be submitted annually until the
Loan is fully repaid. Such report is to include a detailed Balance
Sheet, Profit and Loss Statement and an analysis cf Retained
Earnings, setting forth the true and fair financial condition
of the company and the results of its operations. Attachment A
explains A.I.D. audit requirements. Annual financial reports are
to be audited by an independent public accounting firm acceptable
to A.I.D. pursuant to Section 4,12 of the Loan Agreement, except
that such acceptance by A.I.D. shall not be deemed a waiver of
the other rights of A.I.D. as provided for in Section 4.12,
Attachment B includes a list of firms which are known and are
acceptable to A.1.D, If you desire to select a firm other than
one of those listed, please advise A.1.D. of the name of the firm
as well as its qualifications and experience so that we can advise
you whether or not the firm is acceptable to A.7.D.

Please inform us of the report wvear or other period used
by the company to present its financial position and how soon
thereafter we may expect to receive the first annual report.
Normally, the USAID in Rio de Janeiro will anticipate receiving
such a report within 120 days of the end of the reporting period.
Thus, if your reports are to be based on calendar year operations,
we would expect to receive them by April 30 each year.

If the data outlined above are normally included in
existing reports to your stock-holders or Government Agencies and
are duly audited and certified by independent public accountants
acceptable to A.I.D., such reports may be submitted to meet this
requirement.

IITI. PROCUREMENT REGULATIONS

The policies and procedurcs “or the procurement of goods
and services to be financed from the loan are shown in the A.I.D.
Capital Projects Guidelines number M0 1442.1 dated October, 1966
(Attachment C). A.I.D. approval will be required for the following
where loan funds are to be used for payment:

1. Contracts for major or especially fabricated equipment,

including bid invitations with related drawings and
specifications, bid evaluations and selections.

2, Procurement of items on a proprietary basis,



3. Awards made to other than the low bidder or where
less than thrze bona fide bids are received.

4., Awards where there are disputes or protests or where
controversy is expected.

Contracts for standardized, shelf 'price book" or small
value items (contract or purchase orders less than $5,000) will
not require A.I.D. approval unless specifically requested.
However, this does not preclude thc requirements to follow A.I.D.
procedures and policies and must be so certified by the engineering
consultant.

All documents involving the implementation or procurement
actions for the Project shall bear a certification by the engineerin
consultant indicating that the document has been reviewed by the
engineer and it meets the requirements of the Project, Loan Agreemen
related Implementation Letters and the A.I.D. Capital Project
Guidelines. This includes plans and specifications, evaluation
of bids, contracts or purchase orders, requests for Letters of
Commitment, invoices, inspections, and tests.

IV. DISBURSEMENT PROCEDURES - Dollar Disbursements Section 7.01
Loan Agreement.

Materials and equipment procured in the U.S. and dollar
costs of the engineering or services contracts will be paid through
the Letter of Commitment procedure described in Attachment D hereto.
Requests for Letters of Commitment will contain the certification
of the engineering consultant that the items listed are required
for the project and are eligible for financing under the Loan,

Disbursements through the letters of credit should also
provide for the engineering consultant's certification of invoices
and inspection certificates as applicable. Other required docu-
mentation is shown in Attachment D.

After satisfaction of the requirements of Implementation Letter
No. 14, dated August 8, 1968, you may request issuance of further
Letters of Commitment. (In this regard, we are willing to relax
our requirement for ratification of the Payment and Guaranty
Agreement by the Government prior to {ssuing additional Letters
of Commitment. We will issue such Letters prior to such rat{i-
fication providing ELETROBRAS has already ratified, and with the
understanding that the ratification by the Government will be
forthcoming not later than 120 days from the date of this letter,)



The number of Letters of Commitment should be kept to a minimum
and each should cover ag broad a scope as possible. Exce,t for
engineering services or procurement involving special conditions,
Letters of Comnitment may be opened prior to Placing orders on
the basis of A.I.D. approved lists of material and equipment
showing estimated costs.

In the event you have any questions or we may help you in complian
with these requirements, please call on this office or the Power
Division of the Engineering and Natural Resources Offjice.

Siacerely yours,

Al

L.V. Perez
Assistant Director for
Capital Development and Industry

Enclosures: 1, Attachment A: Audit Requirements
2. Attachment B: List of Acceptable Audit Pirms
3. Attachment C: Capital Project Guidelines
4. Attachment D: Letter of Commitment Procedira
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December 31, 19

Dr. Carlos Alberto Amarante
ESCELSA
Av. Jeronimo Monteiro 490 - r/809
Vitéria, Espirito Santo _
A ~26-220 244
Subject: A.I.D. Ioan No. 512-L-062
Mascarenhas Hydroelectric Project
Implementation letter No, 17

Dear Dr. Amarante:

This is written in response to your letter of December 21 in which
you requested an extension of the terminal date under Section 3,02
of the Inan Agreement to permit you sufficient time to comply with
sub-section 3,02(d).

As the necessary equipment list has now been presented to CACEX, and as
discussions are being held with CACEX and ABDIB with regard to such
equipment list, we hereby approve your request to extend the terminal
date for compliance with Section *.02 to March 31, 1969,

Sincerely yours,

/\d/b*‘;
L. V. Perez
Assistant Director

Capital Development and Industry
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May 5, 1969

Dr. Carlos Alberto Amarante
ESCELSA

Av. Jeronimo Monteiro 490 - s/809
Vitéria, Espirito Santo

Subject: A.I.D. Loan No. 512-L-062 .
Mascerenhas Hydroelectric Project
Implementation Letter No. 18

Dear Dr. Amarante:

The purposc of this letter is to answer pending requests for approvals
under the subject loan and to call your attention to certaln informetion
prev1ouolj rcquested by the USAID,

First, we are happy to inform you thet the draft  Amendment No. 1 of the
contrect between FSCELSA end the joint venture Engevix - TAMS do Brasil -
TAMS of New York, trensmitted with your letter of 24 April 1969, is
hereby approved. After signature of the Amendment please submit five
conformed copies to the USAID.

Second, as you know we previously declared the conditions of Section 3,02(d)
of the ILoan Agreement met for those items releted to the power plant.

Based on the documents submitted with the 31 March 196¢ letter of

Sr. Brzezinski of CAEEB, we now also declare met the items related to the
expansion end improvement of the transmission and distribution fecilities.
With this latter approval, all conditions precedent under Section 3.02 are
considered met.

Finally, you will recall that our Implementation Letter No. 16 requested
certain statements as a' condition of A.I.D.'s formal epproval of the
ESCELSA-CCBFE merger. All such statements have now been submitted with the
exception of the opinions of legal counsel attesting to the validity and
binding nature of the Supplemental Agreement to the Payment and Guaranty
Agreement by Eletrobras and the Ministry of Finarce. We hope to receive
such opinions in the negr future.

Sincerely yours,

,/55
.:V. Perez

Assistant Director
Capital Development and Industry
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MAY 131969

Dr. Carlos Alberto Amarante
ESCELSA

Av. Jeronimo Monteiro 490 - 5/809
Vitéria, Espirito Santo

vupject: A.I.D. Loan No. 512-1-062 ,
Mascarenhas Hydroelectric Project
Implementetion Letter No. 19

Dear Dr. Amarante:

We have completed our review of the revised Implementation Plan of the
Project, submitted with Sr. Vieira's letter of 21 February 1969, and
find it acceptable. However, we note that certain items under the
Description of the Project (p. 2) do not conform with the description
contained in Annex I of the loan Agreement. As, in accordance wiuh
the terms of the Loan Agreement, such Annex may be wodified in writing
by agreement between Borrower end A.I.D., we propose thet the existing
Annex I be replaced in its entirety by the following:

"Description of Project

The Project is defined as consisting of the following:

A. The design, equipment, construction and placing in operation
of a hydroelectric plant on the lower Doce River in the State of
Espirito Sento, consisting of reservoir, dam, waterways and three
turbine-generator units (epproximately 40 MW cach) with all
related electrical and mechanical facilities, civil works and
_structures.

B. The design, equipment, construction and Dlacing in operation
of epproximately 326 km of 69 and 138 kv transmission lines and
400 km of miscelleneous 11l.4 and 34.5 kv subtransmission lines.

C. Construction, enlargement, or improvemente to approximately
nine substations on the transmission system (including necessary
synchronous and static condensers), to approximately five sub-

/...



stations on the secondery network, and to approximately ten
miscellsneous substations.

D. Extension, improvements to, and rebullding of the distribution
network system, and conversion of thc existing 50 cycle system
to 60 cycles.

E. Equipazent for leboratory, communicatiocn, supervisory control,
transmission line erection and maintenance, and training for
nmanegement, operetions end maintenancae.

F. Engineering services in connection with the foregoing."

Your countersignature below will indicate your esgreement to the
new Annex I.

In view of the increased local currency costs of the Froject, our
Implementation Letter No. 16 called for a revised Financial Plan in
order to clearly demonstrate the sources for its financing,

Now that the revised Implemeiztotion Plon has been compleved and
approved, we understand that the revised Financial Plen, requested in
Implenentation Letter No. 16, will be prepered gnd subnitted to the
USAID in the ncer future. As background material for such plsn, we
request that you submit a conformed copy of the luan egrecment with
Eletrobras, presently belng necgotisted, once it is signed.

I hope this letter answers all outstanding matters related to the loan.
Please do not hesitate to call on us if you have any questions.

Sincerely yours,

4 /
j/{"‘""}'
L. V. Pere?
Assistont Director
Capitel Development and Industry

ESCELSA

=R ,,.,-.c_.-b\-CZ P
Carlos Alberto Ameranta
President
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September 11, 1969

Dr. Cerlos Alberto Amarantc, Pleoldent
Espirito Santo Centrais Elétricas S.A. - ESCELSA
Ed. Presidente Castelo Branco
Caixa Postal 452
Vitéria, Espirito Santo

Subject: A.I.D. Loan N6, 512-I-062
Implementation Letter No. 20

Dear Dr. Amarante:

The fgency for Jntorn(uwoua1 Developuent has r*cln1lv ado“ucd a ey pold
for 11 lomns regarding AVLOD, Tinsnced L raeueere

cedures reauired wider Tornnl conpenitive btﬂu]h
materisls,

&, Invitalions for pids hercatier isencd with respact to A.3.D.
brocuresent by forcien vorrewors or graontecs wnder Tormsl c

bid procedures will hold bidders AN fow w'snvjn thel th
aeturldly yeeoived on time st ihe JIAREIN ed dn uhﬁ

be Under this new rolicy, a Jalo Lid will
it beeare lote wuss of fzctors vovond the pidderts condia rol, such @5
deleve din pafd hendding, telemraphic Sronedsed on, or oul
Lale Uids mew be coasidered e 11"1"'f' sueh bids ere received ab {ho Dlace
desizneted prior Lo svard end vhen Lhey beesns late Lids bacauze of wishan-
dling by the parchuser, his erployecs, or his agenks,

ot be considered even thansh

OIS Clerronce.,

In creh Invitation Tor Bids o be iscucd altier recaipl of
inelude o steborent that bide reeoivad at the address (es

thls notice, please

i

Invitation er clovines hour of the duv for cubmission v 71l
m

mabed in the
: 1 not be considered
ss the sole cause Tor ite tocanming labe was mishond 1ling on the
In no crze will the

Tor zword

bart o the parchesevr, his ¢rployezs, or his gpen
purcheser consider & bid which was received et the desirnated azddress afiey

the awerd wes made.

Sincerely yours,

d -1“"\ 7 i
N / "// /
N '{'/v ///) ’ )
g

Sl L

Assid, slpu* bi ’//\D tor for

Capitul Dchlot}vLL and Tndustry
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February 16, 1970

Dr. Carlos Alberto Amarante, President
Espirito Sonto Centrais Elétricas S.A. - ESCELSA
Ed. Presidente Castelo Branco
Caixa Postal L52
Vitéria, Espirito Santo _
572 -R6-220 -2 4.9
Subject: A.I.D. Loan No. 512 L6
Implementation Tetter No. 21

Dear Dr. Amarante:

The purpose of this letter is to brovide you with information concerning
A.I.D. requirements for the Final Project Report. Implementstion Letter
No. 12 of Februuary 21, 1968 outlined the reporting requirements in
Attachment L paragraph II. Attached are further guidelines on the
preparation of this report. We trust tle guidelines will be selfl explang-
tory, howecver, if eny questions arise, please contact us,

Sincerely yours,

Dyl A7
4 “4/,‘/(1 N
d@&ﬁZJB. Soifison ¢

Assistaht Dire;tor for

Capital Developmbntrand Industry
"/

Attachment: USAID/B Guidelines for Final Reports on
AID Financed Construction Type Projects
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June 4, 1970

Dr. Carlos Alberto Amarante, Presidente
Espirito Santo Centrais Eldtricas S.A. = ESCELSA
Ed. Presidente Castelo Branco

Caixa Postalhs2

Vitdéria, Espirito Santo

-

)

Subject: AsL.Ds Loan No. 512~I=062
Implementation Letter N9 22

Dear Dr. Amarante:

The purpose of this letter is to extend the terminal date of disbursem
ment of the subject loan to December 31, 1973 This extension is
required because of delays in construction beyond the Borrower's
control,

Sincerely yours,

%‘%V: bl I é&ﬁ—

/  Go Reginald van Raalte
Acting Assistant Director for
Capital Development and Industry
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October 26, 1970

Dr., Carlos Alberto Amarante, President

Espirito Santo Centrais Elétricas S5.A.

ESCELSA

Caixa Postal k52

Vitoria, Espirito Santo _

92—l RO Ry A
Subject: A.I.D. Loan No. 512-L-062

Mascarenhas Hydroelectric Project
Implementation Letter No. 23

Dear Dr. Amarante:

In response to your letter DP-1617/70 dated October 5, 1970, we hereby
approve your request to extend the terminal disbursement date for letters
of Commitment (other than the Letter of Commitment No. 512-L-06201 for
engineering services) to December 31, 197k.

Your request for extension of the terminal date for issuance of Letters
of Commitment or Amendments thereto to June 30, 197k is also approved.

Sincerely rs

of\/
ctor for
Capital Deyelopignt and Industry
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October 25, 1972

Dr. Olavo A. Vieira

Project Engineer

Espirito Santo Centrais Elétricas S.A.
ESCELSA

Ave Rio 3ranco, 135 - Sala 1208

Rio de Janeiro, GB |

572 24 —280 202
Subject: A.I.D. Loan No, 512-L-C"2
Mascarenhas Hydroelectric Project
Implementation Letter No. 2k

Dear Dr. Vieira:

We are pleased to approve amendment no. 2 of the contract for
engineering services petween F3CELSA and the Joint Venture of
ingavix ScA. and Tams do Brasil es drafted. We also hereby
extend Letter of Commitment no, Ol (for engineering services)
to December 31, 1974 as requested in your letter 1725/uR/72
dated October 13, 1972, You will note by referring to
Impleimentation Letter No. 23 that the terminal disburseument
date for all Letiers of Commitment is now December 31, 197k,

Sincerely yours,

——

Q\_\ . ' g 5 C
\"\./('.:'V\ L»'\.& " ’h’\ A'C/C “—*’(’"LQ
Daniel J. Mickell

Chief

Capital Development Operations
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August 1, 1973
Dr. Luiz Moreira Barbirato,
Presidente, Esp{rito Santo Centrais
Elétricas
Caixa Postal 452
Vitéria, Espirito Santo

579 ~20 ~22 0 ~Fys
Subject: A.I.D. =L Q62 vey
Implementation Letter No. 24 - A

Dear Dr. Barbirato:

We refer to your letter of May 34, 1973 attaching a draft copy
of Amendment No. 3 to the contract for engineering services
witn the Consorcio.

The language of the Amendment to your contract with the Consorcio
reflecting their responsibility for development and implementation
or a training program for ESCELSA's staff as well as the reporting
requirements under the program is hereby approved.

The Mission still awaits your submission of the required budgeted
cost estimates. Once the cost estimates have been approved by
USAID, we will initiate the issuance of a new letter of
commitment, not to exceed $100,000. We would appreciate
receiving as soon as possible the report with the estimated

cost breakdown for the training program.

Sincerely yours,

Iy

Chief, Capital Development
Operat;lons

Ed. Bondeirontes - SCS, Q.17, Lote 2/5 Praga do Apolo, 243
Teol: 24.1555 Tel: 244922
Bresilia, D.F, - Brasil Recife, Pe,
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Dr. Luis Moreira Barbirato, President September 28, 1973
Espfrito Santo Centrals Elétricas S.A.
ESCELSA
Caixa Postel, 452
Vitéria, Espfrito Santo
578~ 26 ~280 -py9
SUBJECT: AID Loan No. 512-L-062
Mascerenhas Hydroelectric Project
Implementation Letter no. 25

Dear Mr. Barbirato:

This will acknowledge receipt of ESCARLSA letters 1951/EP
dated July 11, 1973 and 199H/ER/75 and supporting docunentation
received by USAID, It also confirms the wderstanding reazhed in
conversations on September 1%, 197% between Dr. Flavio Viecira of
ESCELSA, Mr. G. Bradley Sparrow, Cnief Engincering end Netural Re-
sources Office, USAID and liv. Artlmr Bonny, Chiefl Power ond Pele-
communication Division, USAID.

USAID is pleescd to approve the acyuisition of four (h)
additional 69 KV eircuit breakers trom Westinghouse Co. under Con-
tract Lo. 1179-20, bosced on the coafirmation in BSCRLSA letter
1994 /E1/1% that the prices for the four additional cirenit brealers
arc the some as offered in the Westinghouvse eward winning bid for
delivery in 1974 (USH 10,779.00 per woit). It is our understending
that this will enable ESCELOSA to comply with the dawmnds of the
Federal Government's policy of consolidating the State's power
coipanics as well os in the interest of improving the efficiency
and cconomical operation of the ESCELSA distribution systan.

Sincercly yours,

9(_1,»“ \_.\( %’h MQD/(! '60\
Danicl J. Mackell

Chief, Cepital Development

Operations
Ave. ~P1‘c-'-‘-. Wilson, 1h7-62  Ed, Bondeirantes - §CS, Q.17, Lota 2/5 Praga do Apolo, 2
Tel: 2528055 Tel: 24-155¢ Tol: 24-4922
Rio de Joneiro, G.B, Brasilia, ILF, - Braosil Recife, Pe,
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Rio de Janeiro, lovember 71, 157 ,v,%
Dr. Luiz Moreira Barbirato T
. President Iy
Espirito Santo Centrais Eletricas S.A. .
ESCELSA M
Caixa Postal 452 | he
Vitoria, Espirito Santo L
I
0/ ~ 26 ~220 Bya o
Subject: A.I.D.loan lo. 512-1-062 | 5
Mascarenhas Fydroelectric &lﬁ{

Implementation Letter :io. 26,

Dear Dr. Barbirato: e

This will acknowledge receipt of ZSCELSA's letter 2173/ 73,
dated October 2, 1973, and supporting documentation in which you
request that the United States Agency for Internctional Jevelopment
(USAID) initinte a ney Letter of Commitment in the amount of Uz
80,000 (including o provision for a Us$20,000 revolving fund) in
order to finance the Proposed technical training program.

Further, we refer to ir. Williem Shimasaki's letter to
Mr. Getulio Rezende, dated October 25, 1973, the contents of +thich
in s0 far as they refer to financial matters are hereby modified.

Under a Letter of Cormitment arrangement, as requested
by you, normally, a revolving fund is not bracticable, therefore
an alternative procedure for Tinancing the proposed training progranm
under the loan is outlined belovw, '

de will request our Washington Office to authorize Us?
80,000 to cover your estimate of the cost of the Technical Trainine,

Upon receipt of this approval and of a formal request
from you containing the justification for the Us$20,000 advance
requested, we will issuc a cieck for this amount Payable to the
United States bank you specify. The request should be in the form
i1llustrated in Attachment A to this letter.

Av.Pres.\lilson 147 Ed. Bondeirantes - SCS, Q.17, Lote 2/5 Prage do Apolo 243
Tel: 250.8055 Tel: 24.1555 Tel: 24.4922
Rio de Janeiro, (B, Brasilio, D.F. - Brosil ‘ Recife, Po,

\




2.

This advance will constitute a revolving fund which
we will reimburse on g monthly basis. The procedures for
reimburserent are outlined as Attachment "3" to this letter.
Any funds remainine available in the revolving fund upon the
coripletion of disbursements shall be irmediately refunded to
A«I.D. at A.I.D.'s request.

Please provide us with your formal request and the
name and address of your U.S. bank and we will proceed with
the above.

Sincerely yours,

5 .(}kvktg(((——~

‘\ (vt

Daniel J. lackell

Chief

Capital Development Operations



ATTACHMENT "A"

REQUEST FOR ADVANCE FOR A TECHNICAL TRAINING PROGRAM

Pursuant to loan Agreement No. 512-L-062, dated August
18, 1966, ESCELSA hereby requests and certifies as follows:
(1) ESCELSA requests USAID to advance $20,000.00 and,
on the basis of such advance, to make a charge against

the loan.

(2) The amount requested is an estimate of the highest
cost per group of ESCELSA's engineers in the United

States and Puerto Rico.
(3) The emount requested will be used for the procurement

of goods and services authorized by the Loan Agreement.

Document.ation in support of disbursemenrts will be supplied
to USAID as outlined in Attachment "B" to Implementation Lctter

NO. 2€.

(signed)

(Authorized Representative)

Date
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Ed. Bandelrantes SCS, Q. 17, Lote 2/5 - Brasflia, D. F, - Brasil Tel

August 22, 1974

Dr. Luiz Moreira Barbirato

President

Espirito Santo Centrais Eletricas S.A. (ESCELSA)
Rua Pictrangelo de Biase s/n

Ed. Castelo Branco - 10o. andar

Vitoria - ES

5)5.-RE"220 ~ 214
Subject: AID Loan 512-L-062 -~ ESCELSA
Mascarenhas Hydroelectric Plant
Implementation Letter No, 27

Dear Dr. Barbirato:

Thank you for your letter to me dated June 20, 1974 (DP No.1397/74)
in which you advised that ESCELSA was preparing an accounting to
determine the exact balance of the loan that would not be utilized,
As you know, AID is constantly under pressure to deobligate loan
funds that will not be utilized so that such funds can be
reprogrammed for usec in other urgent projects to be 1mp1emented

s0 we greatly appreciate your excellent cooperation,

It now appears to us that at least $800,000 can be deobligated
eventually, but the reduction of individual Letters of Credit and
Letters of Commitment by precise amounts at this time is somewhat
difficult. I suggest, therefore, that L/Comm 06204 be reduced

at this time by $770,000 and that a deobligation of $790,000
(including $20,000 presently uncommitted) be processed as soon as
possible. The relatively minor balances could then await
deobligation until precise amounts can be determined or the
Terminal Disbursement Date has expired.

I understand that reduction of L/Comm 06204 in the above amount
would not be complicated since there are no outstanding Letters of
Credit that would require acceptance of cancellation by suppliers,



If you approve of the abové.action, I would appreciate your

signing in the space provided below and returning one signed
C€opy to me at your earliest convenience,

Sincerely,

Marvin Veissman

Director v
{

Approved:

Luis Moreira Barbirato Date
Prosident, ESCELSA
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