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TO. Mr. William A. Ellis, DON October 3, 1968 

7M: Louis V Perez, ADCD/
 

SUBJECT: Draft Letters to the DERIG. th Governor end the / //J5
Minister of Finance on the Higlway Equipment Loans 

Attachad are draft letters to: (1) tht DmrR/Ma; (2) the Governor; and C h 
(3) 	the Minister of Finance. Copies will also be sent to ti Ministries
 
of Planning end Transpsrt and to the DLNRo These latters 
reflect the
 
coimertia of the Projrqct Canncitt&ee afi well a your own As soon as I

have your approval these letLe's will be put in f 1mal 
 form. 

At our meeting yeato.day ve &greed: 

1. 	To prvceed with the letterc aubztantially az drafted. 

2. 	 That you w-old call the Conul in Belo and have him ask the 
Director of the D11o, to c.omn to MAio ",. see you, at which time 
you would deliver the lt- :r, The C,6,onsul would also be asked 
to attend,
 

3. 	 At the enme ttnmie lettev would be -:-nt to the Governor, to 
the !'inistars of rinance, Plerning :nd Transport, and to the 
DNER, t'aniittinfg a copy of our le:t to the DNER. It was 
agreed that you would personally deli-ez" the letter to the 
Minister of Finance 

4. 	When the DdR and the State have rep'.-ed affirratively, a USAID 
negotiatin mission wos-1ld go to llinao If the DER and the 
State ate unwilling to negotiate alcng the lines proposed by 
USAID, we would then have no alternaive but to call the loans. 

Attachments-, a/s 

cc: Minister Belton (thru Mr. Ellis)
 
DD(: HKleine 
ZCON:RBloomf1iald 
CONT:RCurtis 

EZWO:WRStone
 
EMO: JCampbal 1
 
LS:FDeRosa
 

CDLS: LFradk in
 
Consul/Belo - CSpohnholz
 

ADCD:LVPerez:cat 10-3-68
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NAPT:LVorex 

ADCD: 10-3-68 

Dr. Eduardo da Silva Bambirra
 
Director-Oaneral
 
Departamento de Estradas do Rodagm


do Estado de Hinas Gerais
 
Alameda Usequiel Digs
 
Belo Horizonte, MG 

Dear Dr. Bambirra% 

At my request, our Controller's office has now Zomploted a special 

audit examination of the highway maintenance equipment project being 

financed under AID Loans 512,-G-03 and 512-L-047 on which disbursements
 

have been suspended vince July 1967.
 

I was very distressed to note from this report that the DUR'a financial 

situation has continued to worsen. As a reEelt, the project maintenance 

equipment is operating at less than 50% effectiveness, and the DUM
 

and the State are heavily !n debt to euppliera and contractors for
 

road nonstruction. Moreover, it appears that the DER has not fulfilled
 

various commitents and obligations which it undertook under the loan
 

agrcement with USAIDo
 

The report concludes, that unleas primpt and vigorous remedial measures 

are taken, and an adequatzt solirce of funding can be guaranteed, the 

project has little possibility of being successful. i think there can 

be little doubt about this conclusion. In the light of DRs failure 

to comply with the terms of the loan agreement, USAID would be fully within 

its rights in declaring the loans in default and dsanding Immediate 

payment of the entire amount outstanding plus Interest as provided in 
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the len agremnts. This would be a very serious sp indeed, and oe 

which we do not wish to take if there is any possibility of savl. the 

project. 

In developing a solution, we have tried to Identify the several causes
 

for the failure of the projecto These appear to be: (1) insufficient
 

resmArces to cover the alaries and expences cf the DERI'G1 
 and to 

utilize all of the equipment provided; (2) excessive level of construction 

activftl t:;an.A (3) excessively high level of short-term deficit financing. 

It i thus quite cleer that zutnav: opecific rcsuirces in adequate amounts 

are earmarkcd id :regregsted exriua.vely for the MR/K1G salaries and for 

the n Jintenan,,e activity, zch activity will not be self-sustaining, and 

the prcoect will frit. Accordingly, ve believe a solution must be found 

along thn following lings: 

1. Tho xaintonance cqulpment program for the State would be 

re-&deiged and atezled d. n cc nrate with the Stateo teehnical 

and fi,.mcial cpabilitics, bised on mtnutwu equipment needs for routine 

maintcnnnne and rainor battem-enr works; such o re-designed project 

would be determined jointly by DER and USAID after a full field review 

by your consulting engineers in accordance with terms of reference to 

be jointly established. 

2, The re-designed presraz would necessarily be considerably 

smaller than the original one. It any equipment should be shown to be 
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excess by the review, it would be disposed of by: 'Aa)sale at public 

auction or (b) transfer or sale at fair market value to other highway
 

departments or other users; the proceeds of ruch sales or transfers
 

would be applied to reduce the principal outstanding of the respective
 

AID Loana (512-G-043 and 512-L-047) from which euch equipment was financed. 

The D Rewould thus beer any loss involved between the original cost and 

the proceedso USAID v!ould aesist the DER in tr.nafers of equipment to 

other highway d 

3, An eit;tiate w;ould be mada by the consultantv af the annual resoures 

required cpprate the DER (zalayiec and other adirinstrative expenses) 

and the rcdcaed m Thtenatrnnc programw for the next five years. A special
 

blo.tke; ;!eount !n le 
 nmne of Ohe BER wmild be cryted in the Banco do 

Brasili c- other dcpo,,).ozy satisI."atory to USAXD ukeable only for DER's 

noral salary and a&i aatrative orpeties and the costa of the maintenance 
progra,, With the approval of the DN :R and fed'eral uthorities, an 

agrc-d rio, of thD proceede of the Eational Highway Fund and of the 

stat.e tiotor vehicle registratiou tax in an amoijnt sufficient to meet 

the needs as estimated by the consultants, would be derpositied monthly 

in such Theaccount. dtpoeitory bank would be Ye~ponsible for providing 

monthly stitemento of account to USAID and they or the consulting
 

engineers would be responsible for certifying 
 that the special funds 

mentioned were used only for the purposes agreed upon over the five

year period 1969-1973. Each quarter, cstimates of receipts and ex

penditures will be prepared, and any excess funds could be relea*e to 

the DR for its other operations with USAID's approval. 
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4. The Dn would proiptly take action to ensure compliame with 

the other contractual obligations and commitments under the lIan 

agreement as set forth in Annex A*. 

5. The undiebursed balance of Loan 512-L-04, would be cancelled 

except to the extent required for: (a) consulting services and training; 

(b) spare parte and (c) equipmnent indisjensable to complement existing 

units
 

X would appre 1izte your inforraing me as soon as possible in writing, 

whether or not you are prepared to proceed along the lines suggested. 

Sincerely your, 

William A. Ellis 
Director
 

cc: 	 Governor of Minces Gerais 
Minieter of Finance 
Minister of Transportation 
Minister of Planning

DRER 

b/c: Messrs. Belton, Ellis, Kleine, Consul (Belo Horizonte), 
Curtis, Stone, De Rosa, Perez 

Annex A would list the covenants =ad ob.igatLns whtch DER has not 
complied with (as per the audit report). 



RZYIS1ON 1 
DUSAf: LVPexe. 
AD:"10-3-68 

excllency:
 

The recent special audit examination of the maintenance eqtpmnt 

program of the DERAIG financed by AID loans 512-G-043 &W 512-1-047
 

has been completed.
 

The report 1v very dL.'treassng. More than a year after our loan.
 

were buspe idd, 
 the UR's financial situation is, if anything. woree. 

Moreover, the DER/IfH 
 is not uteeting several of its contractual obligations
 

to USAIDo 

Under these cire-wataee, USAID would be f lly vit!4n Its rights in
 

declering these lwn in dof&,ult and dcwandi--g immediate payment of the
 

entie s;ntazt ot.standitg. Thite ould be 
 z very erious step indeed,
 

and one ' wiih not 'uih to eake as long P.,
we do there is any possibility 

of saving the prolect. As a development institution, we prefer the latter 

Coe.OS 

I enclose a copy of our letter of today's date to the Director of the
 

DER concerning the recent 
audit examination of the project and proposing 

a solution which weuld enable the mijority of the equipment to be utilized 

efficiently. 
Such a solution would only be posoible with the fullest 

coopeiration of all the parties concerned, including the State and the 

Federal Government.
 

Hls Excellency 
Dr. Israel Pinheiro 
Governor of Minas Gerais 
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1 would appreciate your informing me in wrlting, as soon as possible, 

whether or not the State is prepared to proceed along the lines 

suggeuted in my letter to the DER. 

Accept, Mr Gverno, my expression of highest estem. 

Sincerely yours, 

William A. Ellis 
Director
 



DST: LVPerax 
ADOD: 10-3-68 

US&ID Loans to Devart-mto 
do Xstradaz#de Roa40 
Nstado de Minas (rais for 

Eawe Maitae Mtu~ 
Excellency: 

In July 1967 USAID found it nccesary to cuspend further disburvsennts 

on its loans for t',e highway maintenance program in the State of Mintas 

Gerais. For ease of reference, I enclose copLes of our letter to the 

DK/RI dated July 20, 1967 suspending disbursements Also enclosed is a 

copy of our lattor to you dated December 4, 1967 on the same subject. 

Since July 1967, wo have made several attempts to secure firm assurances 

from the DER/MG and the State to provide the necessary financial resource@ 

to enable the orig.nal project to be carried out. Despite receipt of
 

such assurancee the financial problems remain 
unsolved. A significant
 

portion of 
the equipment financed is presently idle, and the balance is
 

being used at far 
 leas than satisfactory levels.
 

I am sure that you appreciate, Mr. Minister, that we carmat permit this
 

unestisfactory situation 
to continue indefinitely. Recently, at my
 

request, our Controller concluded a special audit examination of the 

project prior to our taking any further action beyond the spension 

already in effect. This examination confirmed that the U's flnmmial 

condition has continued to vorsen 
and that the 
 R and the $tate are 

Bis Izeellamcy
Dr. Antonio Delfim Neto 
Ministry of Finance 
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heavily in debt to suppliers end contractors for road construction
 

programs - As a consequence, the maintenance equipment finafted
 

by our loan is operating at less than 50% effectiveness.
 

There i little doubt that unless prcmpt and vigorous measures are 

takenO the project has little possbillty of being successful. In 

the light of the DER's failure to comply with the terms of the loan 

agreement, UEAID would be fully within its r-ghts in declaring the
 

loans in default and demanding immediate payment of the 
entire amount
 

outstanding, 
 plus interest, as provided in the loan agrements. 

am eure thac you recognize, fir. Minister, that this would be a very 

serious step indeed, and one which would necessarily involve the Govern

ment of Brazil as guarantor of the dollar loan. As a development in

stitution, we 
do not wish to take such a drcstic step if there is any 

possibility of saving the project. 

I have today delivered a letter to the Director of the D/ING apprising 

him of our serious concern, and suggesting a possible solution which wuld 

enable us to continue with the loan. A copy of my letter is attached. 

In essence, we are suggesting that the original program bewAled dow 

comensurate with the State's financial capacity and that the funding 

of the reduced program be guaranteed by an earmarking of specifie tax 
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revenues In a blocked account. Such a financial arranwmat appears 

indispensable in view of our past experience with this project. 

Appi'oval would be required by your Ministry to the proposed Wroarkmn 

of the National Highway Fund transfers. 

I have also written to the Governor of Minas Gerais in the same tenor 

and have z-quested both the DER and the Governor to inform we as soon 

as possible whether or not they are prepared to proceed along the lines 

suggested. 

In view of the importance of this matter to your Goverment, I suggest 

that you consider appointing a special reprasentative to represent 

you in the forthcoming diccursions between the DEU, the State and 

VSAID representatives.
 

Accept, Excellency, my expression of highest esteeno
 

Sincerely yours
 

William A. Ellis 
Director 

cc: Minister of Planning 
Minister of Transport 
Um 



IIT:LMlres 
ADMD: i0-3-6 

Dr. Elisu Resende 
Dirotor Geral 

Av. Presidente Vargas, 522 - 14 
Rio de Janeiro, CS 

Dear Dr. Resende: 

Inclosed, for your infortmation, is a copy of uy letter of today's 

date to Ris Excellency, the Minister of Finance, regarding USAID 

loans to the Highway Deprtment of the State of Minas Orais. 

Sincerely yours,
 

William A. 31li 
Director
 

Inclosure:
 

As Stated* 



IWAFT: Lverez 
ADCD: 10-3-68 

(Letters to Ministers of Plarming and Transportation) 

Ucellency: 

inclosed, for your information, is a copy of my letter of today's 

date to His Excellency, the Mizister of Finance, regarding USAID 

loans to .he Highway Department of the State of Minas Gerais. 

Accept, Excellency, my expression of highost esteem. 

Sincerely yours, 

William A. Ellis 

Director 

Enclosure:
 

As stated. 
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A.I.D. LOAN No. 512-L-047 

ALLIANCE FOR PROGRESS 

LOAN AGREEMENT 

(Foreign Assistance Act: Alliance for Progress Funds) 

BRAZIL - Minas Gerais Highway Department
 

Between the
 

STATE HIGHWAY DEPARTMENT OF MINAS GERAIS
 

and the
 

UNITED STATES OF AMERICA 

, .jq1.Dated: 



ALLIANCE FOR PROGRESS
 

LOAN AGREEMENT
 

AGREEMENT, in furtherance of the Alliance for Progress,
 

dated the 2.2-td:ay of 14-kdA 4 - , 1965, between STATE HIGHWAY 

DEPARTME-NT OF MINAS GERAIS ("Borrower") and the UNITED STATES 

OF MERICA, a:.ting through the AGENCY FOR INTERNATIONAL 

DVELOPMNT ('A.I.D."), with the concurrence of the Coordinatlg 

Coiwiiiaslon for the Alliance for Progress ("COCAP"). 

ARTICLE I 

The Loan
 

SECTION 1.1. The Loan. A.I.D. hereby agrees to lend to 

the Borrower, pursuant to the Foreign Assistance Act of 1961, 

as amended, up to 15,000,000 (fifteen million United States 

dollars) to asszit in financing the U.S. dollar ("dollar") 

and Brazilian cruzeiro ("cruzeiro") costs of goods and services,, 

including consulting engineering services, required for the 

project as defined in Section 1.3. As used in this Agreement 

"Eligible Items" shall mean the goods and services financed
 

under this Agreement, and "Principal" shall mean the aggregate
 

amount diabursed under this Agreement.
 

SECTION 1.2. Cruzeiro Financing. Pursuant to the Agricul

tural Trade D.velopment and Assistance Act of 1954, as amended
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(P.L.48o), A.I.D. has agreed, by Loan Agreement No. 512-G-043
 

dated April 2, 19o5 (hereinafter "P.L.4d0 Loan Agreement") to
 

lend to the Borrower up to nine billion Brazilian cruzeiros
 

(Cr$ 9,000,000,000) to assist in financing the cruzeiro costs
 

of goods and services required for the Project as defined in
 

Section 1.2 of the P.L.480 Loan Agreement and Section 1.3 of
 

this Agreement. The loan established by the P.L.480 Loan
 

Agreement is hereinafter referred to as 
the "P.Lo480 Loan".
 

SECTION 1.3. The Project. As used in this Agreement and
 

the P.L.480 Loan Agreement "Project" shall mean tile improvement
 
of Borrower's higihway maintenance capabilitj through (i) the
 

planning, development and initiation of a maintenance program
 

for the state hiJiiway network ("Maintenance Program"); (ii)
 

the training of personnel to execute the Maintenance Program,
 

including the development and introduction into use of an in

service training program which is 
to result in the institution
 

of an in-service training manual prior to the end of the Project;
 

(iii) the procurement of maintenance equipment and spare parts;
 

and (iv) technical assistance to tie Borrower, including assist

ance in developing the systems described in subsection 3.2(a).
 

I, * * 
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ARTICLE II
 

Interest; Terms of Payment
 

SECTION 2.1. Interest. 
 Unless A.I.D. specifies otherwise
 

pursuant to Section 2.5, Borrower shall pay semiannually to
 

A.I.D. in dollars, on the unrepaid Principal, and on unpaid
 

interest due, interest at the rate of three arnone-half (3 1/2)
 

percent per annum. Interest shall accrue from the date of
 

respective disbursements hereunder, the first such payment to
 

be due and payable no later than six 
(6) months after the
 

first such disbursement, on a date 
to be specified by A.I.D.
 

SECTION L.2. Repayment. 
Unless A.I.D. specifies otherwise
 

pursuant to Section 2.5, the Borrower shall repay the Principal
 

to A.I.D. in dollars over not more than twenty (20) years in
 

thirty-five (35) approximately equal semiannual installments,
 

the first installment to be due and payable two and one-half
 

(2 1/2) years after the first interest payment is due.
 

SECTION 2.3. ApItcation of Payments. 
 All payments
 

shall be applied first to 
the payment of any interest due and
 

unpaid, and then to the repayment of Principal.
 

SECTION 2.4. Prepayment. The Borrower shall have the
 

right toprepay, without penalty, at any time, all or any part of
 

the Principal. Any prepayment shall be applied in the order pres

cribed in Section 2.3, and amounts applied to the remaining
 

o o
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installments of Principal shall be applied pro rata to such
 

installments.
 

SECTION 2.5. Currency and Recipient of Repayment.
 

(a) If A.I.D. shall so notify the Borrower in writing,
 

the Borrower shall, until A.I.D. gives notice otherwise, dis

charge its obligations to make payments pursuant to this
 

Article, and if A.I.D. so directs, to make payments pursuant
 

to Section 7.1, by making all such payments in accordance
 

with the terms of this Agreement to the Government of Brazil
 

in Brazilian currency, equivalent to, and at the same time
 

as, the dollar payments which would otherwise be made
 

("Special Payment Procedure"). In notifying the Borrower
 

A.I.D. shall specify the exchange rate at which the equivalents
 

in dollars of such payments of Brazilian currency are to be
 

calculated, provided, however, that the Borrower shall in no
 

case be required to pay more units of Brazilian currency per
 

dollar to the Government of Brazil than it would have been
 

required by the Central Bank of Brasil to pay to obtain dollars
 

for payments directly to A.I.D. pursuant to this Agreement.
 

(b) Receipt by the Borrower of notice of election pursuant
 

to subsection 2.5(a) shall not terminate those payment obliga

tions of the Borrower to A.I.D. under this Agreement not dis

charged in accordance with the terms of subsection 2.5(a) hereof,
 

or any other rights of A.I.D. under this Agreement.
 

0sO
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SECTION 2.6. Place of Payment. All payments to be
 

made to A.I.D. shall be made 
to the Controller, Agency for
 

International Development Mission to Brazil, Rio de 
Janeiro,
 

Brazil or at such other place as 
A.I.D. may specify. Such
 

payments shall be deemed to have been paid when received by
 

A. I. D. 

ooo
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ARTICLE III
 

Conditions Precedent
 

SECTION 3.1. Conditions Precedent 
to Initial Financing.
 

Prior to the first disbursement or to the issuance of the first
 

commitment document under this Agreement, the Borrower shall
 

furnish A.I.D. in form and substance satisfactory to A.I.D.:
 

a. 
 An opinion or opinions of legal counsel satisfactory
 

to A.I.D. that 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, has teen
 

approved by the Senate of the United States of Brazil, and
 

constitutes a valid and legally binding obligation of the
 

Borrower in accordance with its terms;
 

b. A certificate substantially in the form of Exhibit
 

I hereto (Certificate of Authorized Representatives);
 

c. 
 Evidence that an agreement of guaranty has been
 

executed by the Government of Brazil ("Guarantor") guaranteeing
 

repayment of the loan and payment of all interest and other
 

payments required pursuant to 
this Agreement, and that said
 

guaranty is in effect in accordance with its terms;
 

d. Evidence of arrangements with appropriate monetary
 

authorities foi the registration of this Agreement in accordance
 

with the laws of Brazil;
 

e. A complete financial plan for the Project through the
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end of 1967, together with evidence that (1) Borrower's 1965
 

cash contribution to the Project already made available to
 

Borrower has been expended for the Project, and how the funds
 

to be received during 1965 are to be expended; (2) resources,
 

other than the loan, will be made available as needed to (i)
 

complete the Project; (ii) continue the Maintenance Program
 

after disbursements hereunder have terminated; and (iii) pro

perly maintain all equipment financed hereunder.
 

f. Evidence of contractual or other arrangements for
 

technical consulting services to be performed for the Proj ct
 

by a firm or firms satisfactory to A.I.D., and procured in ac

cordance with procedures to be specified by A.I.D.
 

SECTION 3.2. Additional Conditions Precedent with Respect
 

to Financing Other Than Technical Consulting Services. Prior
 

to any disbursement or issuance of a commitment document for
 

Eligible Items other than technical consulting services, the
 

Borrower shall furnish A.I.D. in form and substance satisfactory
 

to A.I.D.:
 

a. Evidence that Borrower has developed and formally
 

instituted sound permanent systems of (i) in-service training
 

of highway maintenance personnel, based on an A.I.D.-approved
 

training program; (ii) hiring of personnel; (iii) equipment re

placument schedules including sources of all necessary funds;
 

(iv)inventories of spare parts; and (v) highway load limits,
 

.oo
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including adequate mechanisms for enforcement of said limits.
 

b. Evidence that the Maintenance Program has been
 

developed and will be implemented in a manner satisfactory to
 

A.I.D.
 

Evidence that all conditions precedent to disbursement
c. 


under the P.L.1480 Loan Agreement have been met and that funds
 

made available and equipment financed under the P.L.480 Loan
 

have been and are being effectively utilized and maintained
 

by the Borrower. 

d. Evidence of contractual or other arrangements satLs

factory to A.I.D. for procurement of equipment for the Project 

by a procurement agent satisfactory to A.I.D., in accordance
 

with procedures satisfactory to A.I.D.
 

e. Specifications and estimates of equipment and spare
 

parts to be financed hereunder as A.I.D. may request.
 

SECTION 3.3. Terminal Date for Fulfillment of Conditions
 

Precedent. Except as A.I.D. may otherwise agree in writing,
 

if the conditions established by Section 3.1 have not been sa

tisfied by September 30, 1965, or if the conditions established
 

by Section 3.2 have not been satisfied by November 4, 1965 o
 

A.I.D. may, at any time thereafter, terminate this Agreement by 

giving written notice to the Borrower, Upon such termination,
 

the Borrower shall repay the unrepaid Principal and any accrued 

interest, whereupon all other obligations of the Borrower and
 

A.I.D. under this Agreement shall cease. 

o o
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ARTICLE IV 

Disbursement 

SECTION 4.1. Disbursements for Direct Dollar Costs. To
 

obtain disbursements for direct dollar costs of the Project,
 

Borrower may from time to time, and in accordance with dollar
 

requirements for the Project, request A.I.D. to issue commit

ment documents to one or more United States banks designated 

by Borrower or its designee and satisfactory to A.I.D., commit

ting A.I.D. to reimburse such bank or banks for payments made
 

through letters of credit or otherwise, to Borrower or any
 

designee of Borrower pursuant to such documentation require

ments as A.I.D. may prescribe. Banking charges incurred pur

suant to this connection with commitmentSection in documents 

shall be for the account of Borrower and may be financed here

under. 

SECTION 4.2. Disbursements for Local (Indirect Dollar) 

Costs. To obtain disbursements hereunder for local (indirect
 

dollar) costs of the Project, Borrower may from time to time,
 

and in accordance with local currency requirements and expendi

tures for the Project, request A.I.D. to make available an 

amount of cruzeiros for the Project. Eaoh such request shall 

be supported by such documentation as A.I.D. may require. The 

provisions of the Special Letter of Credit Implementation 

Agreement, dated July 16, 1965, between the Bank of Brazil, 

I . 
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the Central Bank of Brazil, and A.I.D. shall apply to 

Special Letters of Credit utilized to make cruzeiros available 

for the purposes of this loan. Cruzeiro disbursenents hereunder 

shall be charged against the loan at the rate set forth in 

Section 6.6 hereof. 

SECTION 4.3. Other Forms of Disbursement. Disbursements 

may also be made through such other means as Borrower and 

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

SECTION 4.4. Denomination and Time of Disbursenents.
 

Disbursements hereunder shall be denominated in dollars and
 

shall be deemed to occur (a) in the case of dollar costs on
 

the respective dates on which payments by A.I.D. are made to
 

a banking institution pursuant to a commitment document referred
 

to in Section 4.1, or (b) in the case of local (indirect dollar)
 

costs, on the respective dates on which Borrower or its designee
 

receives cruzeiros pursuant to Section 4.2.
 

SECTION 4.5. Terminal Date for Requests for Commitment
 

Documents and Disbursements. Except as A.I.D. may otherwise
 

agree in writing, no commitment documents shall be issued in
 

response to requests received after November 3, 1966, and no
 

disbursement shall be made against documentation submitted
 

after November 3, 1966.
 

@S 0 



ARTICLE V 

Covenants Concerning Procurement
 

Source of Procurement. All Eligible Items
SECTION 5.1. 


(except shipping and marine insurance) financed under this
 

Agreement shall have their source and origin in the United
 

States of America or in Brazil. Shipping and marine insurance
 

financed hereunder shall have their source and origin in the
 

United States of Americ;. Transportation services procured
 

from a United States-flag carrier shall be deemed to have
 

their source and origin in the United States. Marine insurance
 

issued in the United States by a company authorized to do
 

a marine insurance business in any state of the United States
 

source and origin in
of America shall be deemed to have its 


the United States. No less than seven million five hundred
 

thousand dollars ($7,500,000) of the Loan shall be utilized
 

to finance Eligible Items having their source and origin in
 

the United States of America. All other goods and services
 

used in the Project but not financed hereunder shall have their
 

source and origin in countries included in A.I.D. Geographic
 

in effect at the time such goods and services are
Code 935 as 


procured.
 

SECTION 5.2. Method of Procurement. No more than reasonable
 

prices shall be paid for any Eligible Item, and all such items
 

(except technical consultingprocurement, and other professional
 

I. * 
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services) shall be procui'ed on a fair and competitive basis.
 

Except with respect to the foregoing professional services,
 

prices should normally approximate the lowest competitive price
 

for the Eligible Item procured; operating costs, quality, time
 

and cost of delivery, terms of payment, and other factors con

sidered. Prices for Eligible Items which are procured in bulk
 

within the United States shall not exceed the market prices
 

prevailing in the United States at the time of purchase.
 

Eligible Items shall be procured in accordance with such
 

procedures as A.I.D. shall specify.
 

SECTION 5.3. Eligibility Date. No goods or services may
 

be financed in whole or in part by the Loan which arise out of
 

orders firmly placed or entered into, or services performed,
 

prior to the effective date of the P.L. 480 Loan Agreement.
 

SECTION 5.4. Transportation.
 

a. At least fifty (50) percent of the gross tonnage of
 

all goods (computed separately for ary bulk carriers, dry cargo
 

liners and tankers) financed by the loan, which may be trans

ported on ocean vessels, shall be transported on privately-owned
 

United States-flag commercial vessels, to the extent such vessels
 

are available at fair and reasonable rates for United States

flag comme ,cial vessels. Determinations that United States-flag
 

commercial vessels are not so available must be approved by
 

A.I.D.
 

00 @ 
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b. All Eligible Items transported to Brazil on vessels
 

other than privately-owned United States-flag commercial vessels
 

shall be transported on carriers owned, operated or under the
 

control of countri included in Code 935 of the A.I.D.
 

Geographic Code Book as in effect at the time such transportation
 

is procured; provided, however, that no Eligible Items may be
 

transported on any ocean vessel which A.I.D. in a notice to
 

the Borrower has designated as ineligible to carry A.I.D.
 

financed commodities.
 

SECTION 5.5. Marine Insurance. If in connection with the
 

placement of marine insurance on shipments financec 
alder United
 

States legislation authorizing assistance to other nations, the
 

Government of Brazil, 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, shipments of Eligible Items
 

shall during the continuance of such discrimination be insured
 

against marine risk in the United States of America with a
 

company or companies authorized to do a marine insurance business
 

in any state of the United States of America.
 

SECTION 5.6. 
Small Business Notification. In order that
 

American small business shall have the opportunity to participate
 

in furnishing Eligible Items, the Borrower shall, at such time
 

ooo
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as A.I.D. may specify, prior to ordering or contracting for
 

any Eligible Item to be procured in the United States of America
 

other than professional services estimated to cost more than
 

the equivalent of five thousand United States dollars ($5,000)
 

cause to be received by A.I.D. such information concerning
 

Eligible Items as A.I.D. may require.
 

SECTION 5.7. Contracts. No Eligible Item may be financed
 

in whole or in part by the loan which arises (a) out of con

tracts for engineering, procurement or other services unless
 

A.I.D. has given its approval in writing to the terms of such
 

contracts and the firms which will provide such services; or
 

(b) out of any contract for the performance of services c¢t

side the United States by United States citizens unless A.I.D.
 

has approved in writing the employment of such persons.
 

Soo
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ARTICLE VI
 

Additional Covenants and Warranties
 

SECTION 6.1. Conduct of the Project.
 

a. Borrower shall iause the Project to be carried out
 

with due diligence and efficiency in conformity with sound
 

engineering, maintenance and accounting practices. 
Borrower
 

shall cause its rights in relation to the Project to be
 

exercised so as to protect the interests of Boorower and A.I.D.,
 

to meet the requirements and discharge the obligations of
 

Borrower under this Agreement and to facilitate the success of
 

the objectives of the Project. Borrower shall cause the
 

Project to be carried out in conformity with any contracts,
 

engineering, or procurement arrangements, plans, specifications,
 

schedules and systems of any kind approved by A.I.D., 
and in
 

conformity with any other documents approved by A.I.D. and shall
 

cause A.I.D. concurrence to be obtained prior to any material
 

modification or cancellation thereof.
 

b. Borrower shall provide or cause to be provided any
 

financial resources additional to this loan required by the
 

financial plan submitted pursuant .o subsection 3.1(e) and
 

any other resources required to carry out and complete the
 

Project in a timely fashion.
 

c. 
 Borrower shall adequately maintain, in accordance with
 

sound practice, all equipment financed by this Loan and the
 

P.L. 480 Loan.
 

I. . 
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d. Borrower shall develop and formally institute a sound
 

permanent cost accounting system to realisticly distribute costs
 

against operations for which expenditures were incurred.
 

SECTION 6.2. Excess Property. Equipment to be financed
 

under the loan and to be procured from the United States shall
 

be procured from U.S. Government stocks of reconditioned excess
 

property ("Excess Property") to the maximum extent practicable
 

and to the extent that the Borrower determines that such equipment
 

is teihnically suitable and can be made available on a timely basis.
 

Such determination shall be the sole responsibility of the Borrower,
 

with the advice of Borrower's technical consultant. Prior to
 

procurement of any new equipment from the United States, Borrower
 

shall notify A.I.D. of its decision either (i) that suitable Excess
 

Property is not available on a timely basis; or (ii) that Excess
 

Property which is available is not suitable for use in the Project.
 

SECTION 6.3. Long Term Debt. Until full repayment of the
 

Loan, Borrower shall not enter any arrangements by which the Borrower
 

incurs indebtedness maturing in more than one year without first
 

submitting evidencs to form and substance satisfactory to A.I.D.
 

that the additional debt will not adversely affect Borrower's
 

ability to repay this loan.
 

SECTION 6.4. Ut-llization of Goods and Services. All goods
 

and services financed under this Agreement under commitment docu

ments issued pursuant to Section 4.1 or with cruzeiros made avail

able pursuant to Section 4.2 shall be used exclusively for the
 

Project.
 

o1o.•
 



17. 
SECTION 6.5. Non-Taxation.
 

a. This Agreement, and the amount agreed to be lent
 

hereunder, 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 Brazil.
 

b. 
 Either all goods and services financed he±oeunder for
 

the Project, whether procured directly by Borrower or by any
 

contractor with Borrower, shall be exempt from any taxes, charges
 

or fees 
on ownership or use, and any other taxes, investment or
 

deposit requirements and currency controls in Brazil and the
 

import, acquisition, use or disposition of any such goods or
 

services shall be exempt from any tariffs, customs, duties,
 

import taxes, 
taxes on purchase or disposition, and any other
 

taxes or similar charges or fees in Brazil, 
or Borrower shall
 

pay any such taxes, charges, fees, tariffs, duties, deposit
 

requirements and any other similar requirements of Brazil, and
 

none 
of these shall be financed with loan funds; 
Project funds
 

may be used.
 

SECTION 6.6. Rate of Exchange. Except as 
the parties
 

shall otherwise agree, the rate of exchange between dollars and
 

cruzeiros in all transactions pursuant to this Agreement shall
 

be at the rate employed by the Bank of Brazil on the date of
 

said transaction for sales of United States dollars to importers
 

in Brazil for imports which provides the largest number of cru

zeiros per United States dollar.
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SECTION 6.7. Utilization of Other Currencies. Borrower
 

agrees that cruzeiros made available to the Guarantor in con

xrection with other United States assistance to Brazil may be 

utilized for the Project, subject to mutual agreement between
 

A.I.D. and Guarantor on priorities for the utilization of such
 

cruzeiros at such time as arrangements are made for the provision
 

of such assistance or such cruzeiros become available for 

purposes of the economic development of Brazil. In the event 

that such funds are utilized for the Project, the amount of
 

the loan shall be reduced by an equivalent amount of dollars
 

computed at the exchange rate prescribed in Section 6.6.
 

Utilization of such funds shall not be considered a disbursement
 

under this Agreement.
 

SECTION 6.8. Information. Appropriate arrangements
 

satisfactory to A.I.D. shall be made by Borrower to publicize
 

the loan as a program of American aid in furtherance of the 

Alliance for Progress. Borrower shall ensure that the clasped 

hands and Alliance for Progress symbols are conspicuously 

marked on equipment financed hereunder. 

SECTION 6.9. Notice of Material Developments. Borrower
 

represents and warrants that it has disclosed to A.I.D. all
 

circumstances which may materially affect the Project or the
 

discharge of its obligations under this Agreement and covenants
 

I.. 
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that it will inform A.I.D. of any conditions which interfere,
 

or which it is reasonable to believe will interfere with any
 

of the foregoing.
 

SECTION 6.10. CommissionsuFees and Other Payments. The
 

Borrower warrants and covenants that, in connection with obtain

ing this loan or taking any action under or with respect to
 

this agreement, it has not paid and will not pay or agree to
 

pay, nor to the best of its knowledge has there been paid
 

or will there be paid or agreed to be paid by any other person
 

or entity, commissions, fees or other payments of any kind,
 

except as regular compensation for bona fide professional,
 

technical or other comparable services. Borrower shall promptly
 

report to A.I.D. any payment or agreement to pay for such bona
 

fide professional, technical or comparable services to which it
 

is a party or of which it has knowledge (indicating whether
 

such payment has or is to be made on a contingent basis) and
 

if the amount of any such payment is deemed unreasonable by
 

A.I.D., Borrower shall cause a reduction satisfactory to A.I.D.
 

to be made therein.
 

SECTION 6.11. Maintenance of Records; Inspections; Reports.
 

a. The Borrower shall maintain or cause to be maintained
 

books and records adequate to identify the Eligible Items;
 

to disclose their cost and their use; and to indicate the
 

progress of the Project. The Borrower shall also maintain or
 

O". 
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cause to be maintained books and records in 
accordance with
 

financial condition.
sound accounting practice showing its 

Such books and records siall be audited regularly, 
at such
 

A.I.D. may specify, by auditors acceptable 
to
 

intervals as 


Borrower shall authorize such auditors to prepare
A.I.D. The 

audit reports in form satisfactory to A.I.D. 
and to answer
 

the
directly any reasonable request for informatio3n about 

Such books and records shall be mainBorrower's accounts. 

tained and audited for such period as A.I.D. may 
require. 

the right at all reasonable times
b. A.I.D. snail nave 

examinu uuch books and records and all other documents,to 


other records relating to the
correspondence, memoranda, and 

Tie Borrower shall cooperate with, and
 Project and the loan. 


and snail facilitate inspection
give reasonable assistance to, 


by A.I.D. of operations anU the utilization of funds 
under
 

and shall afford all reasonable opportunitythis AgreUILULIt, 

for authorized representatives of A.I.D. to visit 
any part
 

of the territory of Brazil for purposes related 
to this
 

Agreement.
 

c. The Borrower shall promptly furnish to A.I.D. such
 

financial and other reports and information relating 
to the
 

Project, the loan or transactions pursuant to this Agreement,
 

and any covenants of this Agreement as A.I.D. may request.
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ARTICLE VII
 

Remedies of A.I.D.
 

SECTION 7.1. 
 Events of Default; Acceleration. 
 If any of
 
the following events 
("Events of Default") occurs:
 

a. The Borrower fails to pay in full when due any install
ments of Principal or interest or any other payment required
 

under this Agreement;
 

b. 
 The Borrower or Guarantor fail to comply with any
 
other provision contained herein or in the guaranty agreement;
 

c. Any representation or warranty made by or on behalf of
 
the Borrower or Guarantor with respect to obtaining this loan
 
or made or required to be made hereunder is determined by A.I.D.
 

to be incorrect in any material respect;
 

d. 
 A default occurs under any other agreement between
 

the Borrower or the Guarantor and the United States or any of
 

its agencies;
 

then, A.I.D. at its option, may declare all or any part of
 

the unrepaid Principal to be due and payable immediately,
 

and under any such declaration, unless the default is cured
 
within thirty (30) days thereafter, such Principal and all inter
est accrued thereon shall become due and payable as of the date
 

of such declaration.
 

SECTION 7.2. 
Termination of Disbursements; Transfer of
 

Goods to ArI. D. If at any time: 

a. 
 An Event of Default occurs;
 

b. 
 An event occurs which A.I.D. determines to be an
 

oeo
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extraordinary situation which makes it improbable that the
 

purposes of this loan will be attained or that the Borrower
 

or Guarantor will be able to perform its obligations hereunder
 

or under the guaranty agreement; or
 

c. Any disbursement would be in violation of the law
 

governing A.I.D.;
 

then, A.I.D., at its option, may (i) decline to issue further
 

letters of commitment; (ii) suspend or cancel outstanding let

ters of commitment to tie extent that they have not been utilized
 

through the issuance of irrevocable letters of credit or through
 

bank payments made other than under irrevocable letters of
 

credit, giving notice to tie Borrower promptly thereafter;
 

(iii) decline to make disbursements other than under letters
 

of commitment; and (iv) at A.I.D.'s expense, direct that title
 

to goods financed hereunder shall be transferred to A.I.D. if 

the goods are from a source outside Brazil, in a deliverable 

state and have not been off-loaded in ports of entry of Brazil, 

it being understood that to the extent that any (osts connected 

with the purchase and transportation of these goods have been
 

financed by the loan, such amounts shall be deducted from
 

Principal.
 

SECTION 7.3. Refunds. If A.I.D. aetermines that any dis

bursement is not supported by valid documentation in accor

dance with the terms of this Agreement, or is not made
 

o0o
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or used in accordance with the terms of this Agreement, or
 

is in violation of the law governing A.I.D. (including A.I.D.
 

regulations applicable to the Borrower's operations), A.I.D.
 

at its option, may, notwithstanding the availability of any
 

other remedy provided for in Section 7.2, require the Borrower
 

to pay A.I.D. within thirty (30) days after receipt of a written
 

request therefor, an amount not to exceed the amount of such
 

disbursement; provided, however, that such request by A.I.D.
 

shall be made not later than five (5) years after the date
 

of the final disbursement hereunder. Any such refund received
 

by A.I.D. shall be applied as provided in Section 2.3, and
 

amounts applied to the remaining installments of Principal shall
 

be applied in inverse order of their maturity.
 

SECTION 7.4. Waivers of Default. No delay in exercising
 

or omission to exercise any right, power or remedy accruing
 

to A.I.D. under this Agreement shall be construed as a waiver
 

of any such rights, powers or remedies.
 

SECTION 7.5. Expenses of Collection. All reasonable costs
 

incurred by A.I.D. (other than salaries of its staff) after an
 

Event of Default has occurred, in connection with the collection
 

of amounts due under this Agreement, may be charged to the
 

Borrower and reimbursed as A.I.D. shall specify.
 

OOO
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ARTICLE VIII
 

Miscellaneous
 

SECTION 8.1. 
Effective Date of Loan Agreement. 
 This
 
Agreement shall enter into effect as of the day and year first
 
above written.
 

SECTION 8.2. 
 Use of Representatives.
 
a. 
 All actions required or permitted to be performed
 

or taken under this Agreement by Borrower or A.I.D. may be
 
performed by their respective duly authorized representativos.
 

b. 
 The Borrower hereby designates the person or persons

holding the Position or positions specified in Exhibit No. 1
 
of this agreement as its representative with authority to
 
designate in writing other representatives of Borrower in
 
its dealings with A.I.D. 
The Borrower's representatives
 
designated pursuant to the preceding sentence, unless A.I.D.
 
is given notice otherwise, shall have authority to agree on
 
behalf of the Borrower to any modification of this Agreement

which does not substantially increase the Borrower's obligation
 
hereunder. 
Until receipt by A.I.D. of written notice of
 
revocation by the Borrower of the authority of any of its
 
representatives, A.I.D. may accept the signature of such
 
representatives on any instrument as conclusive evidence
 
that any actionefected by such instrument is authorized by
 
the Borrower.
 

A.
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SECTION 8.3. Successors to Rights of A.I.D. If, by
 

operation of any law of the United States of America, or by
 

virtue of assignment, any corporate or other agency Of the
 

Government of the United States of America succeeds to the
 

rights and obligations of A.I.D. under this Agreement, such
 

agency shall be deemed to be A.I.D. for purposes of this
 

Agreement.
 

SECTION 8.4. Communications. Any communication or docu

ment given, made or sent by the Borrower or A.I.D. pursuant
 

to this Agreenent 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 party at the following
 

address:
 

To the Borrower:
 

Mail Address:
 

Departamento de Estradas de Rodagem, Minas Gerais 
Alameda Ezequiel Dias 
Belo Horizonte, Minas Gerais 

Cable Address:
 

DER/MG
 
Belo Horizonte.
 

To A.I.D. (five copies):
 

Mail Address:
 

Office of Capital Development
Agency for International Development 
Embaixada dos Estados Unidos da America 
Rio de Janeiro, Brazil. 



EXHIBIT I
 

CERTIFICATE OF AUTHORIZED REPRESENTATIVES
 

Re.: Loan No. 512-L-047
 

STATE HIGHWAY DEPARTMENT OF MINAS GERAIS ("Borrower") hereby
 

represents and warrants to the Agency for International Develop

ment ("A.I.D.") that due authority is vested in the following
 

persons to act on its behalf in the capacities specified in
 

connection with the execution and operation of the Loan Agree

ment, dated , 19:5, between Borrower and A.I.D., 

establishing a loan in Borrower's favor in the amount of 

fifteen million United States dollars, to sign the Loan Agree

ment, to make representations by signing certificates, to make
 

requests for disbursements and to sign any other document that
 

may be required by the Loan Agreement:
 

Name Title Signature
 

It is also represented and warranted that the above signatures
 

are the authentic signatures of the respective persons.
 

STATE HIGHWAY DEPARTMENT OF MINAS
 

GERAIS
 

By: 

Title:
 

Date:
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IN WITNESS WHEREOF, the Borrower and the United States
 

of America, each acting through its respective duly authorized
 

repr.asentative, have caused this Agreement to be signed in
 

their names and delivered as of the day and year first above
 

written.
 

THE STATE HIGHWAY DEPARTMENT OF
 
MINAS GERAIS UNITED STATES OF AMERICA
 

By: L __,_______By:! 

Title: Title: U i bf iL p 

Concurrence: COORDINATING COMMISSION FOR THE
 
JALLIANCE FOR PROGRESS
 

By: Coordi o tr
 

Title: Coordinator . .."°

ed by:
 



PAYMENT AGREEMENT 

Between the 

UNITED STATES OF BRAZIL
 

and the 

UNITED STATES OF AMERICA
 

In Connection With A.I.D. Loan No. 512-L-0417 

(Minas Gerais Highway Department) 

Dated:\. kL'c h i ~ 
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ALLIANCE FOR PROGRESS
 

PAY1,ENT AGREEMENT
 

PAYMENT AGREEMENT, in furtherance of the Alliance for
 

Progress, dated the YiL daj of 1,95 betw.een the 

GOVERNMENT OF THE UNITED STATES OF BRAZIL ("Government") and 

the GOVERNMENT OF THE UNITED STATES OF MERICA, acting through 

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

ARTICLE I
 

Definitions and Terms to Government
 

SECTION 1.1. The Loan Agreement. The Loan Agreement
 

numbered A.I.D. Loan No. 512-L-047, bet.e.rcen the State High

way Department of Minas Gerais ("Borrower") and A.I.D., dated 

July 22, 1965, establishing a loan to the Borrower with a 

total Principal of not to exceed $15,000,000 (fifteen million
 

dollars), is herein called the "Loan Agreement", and the 

loan established thereby is herein called the "Loan". 

SECTION 1.2. Principal. As used in this Payment Agree

ment, "Principal" shall mean the aggregate amount of dollars
 

disbursed under the Loan Agreement.
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SECTION 1.3. Transferred Principal. As used in this
 

Payment Agreement, "Transferred Principal" means Principal
 

paid by Borrower to Government pursuant to Section 2.5 of
 

the Loan Agreement and Section 2.1 of this Agreement. 

SECTION 1.4. 
 Outstanding Transferred Principal. As
 

used in this Payment Agreement, "Outstanding Transferred
 

Principal" means Transferred Principal not repaid to A.I.D.
 

by Government.
 

SECTION 1.5. Government Interest Rate. 
 As used in this
 

Payment Agreement, "Government Interest Rate" means interest 

at one (1) per cent for ten (10) years following the first
 

disbursement under the Loan Agreement, and two and one-half
 

(2 1/2) per cent thereafter.
 

SECTION 1.6. Government Amortization Terms. As used
 

in this Payment Agreement, "Government 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 A.I.D. 
The amount of each installment
 

shall be determined by dividing the total amount of the
 

Government's obligation to repay outstanding Principal to
 

A.I.D. immediately before paying that installment by the
 

number of installments remaining to be paid at that time. 

I. . 
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ARTICLE II 

Special Procedure for Borrower's
 

Payments to Government 

SECTION 2.1. Receipt of Borrower's Payments. Pursuant to
 

Section 2.5 of the Loan Agreement, the Government and A.I.D. 

hereby agree that the Government shall receive from the Borrower
 

payments in Brazilian currency ("Cruzeiros") in d: 3charge of
 

the Borrower's obligations to make payment in United States 

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

SECTION 2.2. Notice.
 

a. Upon satisfactory completion of the condition
 

precedent set forth in Article X of this Payment Agreement,
 

A.I.D. shall notify the Borrower in accordance with the Loan
 

Agreement that this Payment Agreement 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 a Borrower would be obligated to pay 

to A.I.D. in dollars if this Payment Agreement were not in 

effect shall be calculated at wnichever 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. 

o •. 
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SECTION 2.4. Denomination of Borrower's Payments.
 

Although payable to Government in Cruzeiros, all payments by
 

Borrower to Government siiall, 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 Payments- Special Account.
 

The Government shall deposit the Borrower's payments in a
 

separate account which the Government shall 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 drawn upon
 

by the Government for the purpose of meeting payment obligations
 

to A.I.D. pursuant to this Payment Agreement or for such pur

poses beneficial to the economic and social development of
 

Brazil consistent with the goals of the Alliance for Progress 

as shall be mutually agreed to in writing by the Government,
 

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 obligation to make payment
 

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

o o
 



ARTICLE III
 

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 Untransfer
red Principal. Immediately upon receipt of any interest pay

ment from the Borrower, 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 (ii) 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
 

Section 3.2, Government shall pay to A.I.D. interest at 
the
 
Government Interest Rate, on Outstanding Transferred Principal 
and on any interest due and payable by Government to A.I.D. 
Interest on Outstanding Transferred Principal shall accrue
 
from the dates on which Principal payments are received from 
Borrower by Government, and shall be payable to A.I.D. semi-annual
ly, the first such payment to be made on a date 
to be specified
 

o . 



6. 

by A.I.D., which date shall be 
no later than six (6) months 

after Interest on Outstanding Transferred Principal begins 

to accrue. 

SECTION 3.4. Amortization of Transferred Principal. 

Government agrees to pay to A.I.D. all Transferred Principal 

in accordance wi,.h the Governmnent Amortization Terms. 

SECTION 3.5. Use of Balances. All amounts representing
 

i. 	 differences between interest paid 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 payable
 

by Government to A.I.D. pursuant to this Payment
 

Agreement;
 

shall remain available to Government for use in accordance
 

with Section 2.5 until such time as needed for payments to
 

A.I.D. 

o . 
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ARTICLE IV
 

Independent Guaranty
 

SECTION 4.1. Guaranty.
 

a. 
 The Government unconditionally and absolutely,
 

Jointly and severally as primary obligor with the Borrower,
 

undertakes 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.
 

b. The Government shall furnish such information and
 

take such steps, related to making this Guaranty operative
 

as A.I.D. may reasonably request.
 

c. The Government agrees to remain bound under this
 

Payment Agreement notwithstanding the extension of time of
 

performance to, the granting of any other indulgency to, or
 

any other modification of any obligation of the Borrower under
 

the Loan Agreement. 

d. 
 A.I.D. may invoke the foregoing guaranty upon the
 

occurrence of any Event of Default as 
defined in the Loan
 

Agreement, by delivery of notice to the Government. Except
 

as otherwise provided in Section 4.4, upon delivery of such
 

notice and until such time as A.I.D. may otherwise agree in
 

writing, Government shall meet its obligations to A.I.D. under
 

this Article by making payments to A.I.D. in accordance with
 

Section 4.2 and 4.3.
 

ego
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SECTION 4.2. Amortization. In the event that th Guaranty
 

is invoked by A.I.D., the Government shall pay to A.I.D. the
 

amount that the Borrower is obligated to pay to A.I.D. pursuant
 

to Section 2.2 of the Loan Agreement ("Repayment"), whether or
 

not Borrower has discharged said obligation by payments to
 

Government in cruzeiros in accordance with Section 2.5 of the
 

Loan Agreement and Section 2.1 of this Payment 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., Government shall pay to A.I.D. interest at
 

the Government Interest Rate on any Principal which has not
 

been repaid 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 L an Agreement, and shall
 

be payable to A.I.D. semi-annually, the first such payment to
 

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

SECTION 4.4. Independent Nature of Guaranty. The Guaranty
 

established in Section 4.1 shall remain in full force and effect
 

whether or not the Special Payment Procedures cstablished by
 

Section 2.1 and other provisions of this Payment Agreement are,
 

for any reason, terminated. In the event such Procedures are,
 

for any reason, terminated, and the Guaranty is invoked by
 

A.I.D., the provisions of Sections 4.2 and 4.3 shall cease to
 

apply and Government shall meet its obligations to A.I.D. under
 

.• 
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this Article by making payments to A.I.D. in accordance with
 

the Loan Agreement and Section 4.1 of this Agreement.
 

o • 
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ARTICIE V 

Government Payments - General 

SECTION 5.1. Currency of Payments. All payments by 
Government to A.I.D. shall be in United States dollars.
 

SECTION 5.2. Place of Payments. All payments by Govern
ment to A.I.D. shall be deemed to have been paid when delivered
 
to the Controller, U.S.A.I.D. Mission to Brazil, Enbassy of the
 

United States of America, Rio de Janeiro, GB, Brasil, 
or to
 

such other address as 
A.I.D. may specify.
 

SECTION 5.3. Application of Payments. 
 All 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.
 

SECTION 5.4. 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 5.13 and amounts
 
applied to the remaining installments 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 Bogota and the Charter of Punta del Este to Join in an
 
Alliance for Progress, the Government agrees that at any time
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or times when it is requested to do so by A.I.D. under this
 

Section, but not sooner than six (6) months before the date
 

on which the first installment of Outstanding Tranaferred
 

Principal is payable under Section 3.4 of this Payment Agree

ment, it will negotiate with A.I.D. concerning the acceleration
 

of payments required to be made to A.I.D. pursuant to this
 

Payment Agreement. The parties hereto shall mutually determine
 

to what extent repayment should be accelerated on the basis of
 

one or more of the following criteria:
 

a. 	 The capacity of the Government to service a more
 

rapid liquidation of its obligations in the light
 

of the internal and external financial position of'
 

Brazil, taking into account debts owing to any agency
 

of the United States of America or to any international
 

organization of which the United States of America is
 

a member;
 

b. 	 The relative capital requirements of the Government
 

and of the other signatories of the Act of Bogota and
 

of the Charter of Punta del Este.
 

SECTION 5.6. Interest Computations on 36 5-Day Year Basis.
 

Interest under this Agreement shall be computed on the basis
 

of a 365-day year.
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ARTICLE VI
 

Additional Covenants and Warranties
 

SECTION 6.1. Information. The Government shall cooperate 

with A.I.D. In publicizing this Payment Agreement and the Loan
 

Agreement as programs of American aid in furtherance of the
 

Alliance for Progress.
 

SECTION 6.2. 
 Notice of Adverse Developments. The Govern

ment shall promptly inform A.I.D. of any conditions which inter

fere with, or threaten to interfere with, the carrying out by
 

the Government of its obligations under tnis Agreement.
 

SECTION 6.3. 
 Taxation of this Payment Agreenent and Pay
ments Hereunder. This Payment 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 laws of Brazil or laws in effect in its territory.
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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 identi

fy 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 authorized representatives of the Government and
 

A.I.D., which procedure is consistent with Article II, Section
 

" of the Agreement between the Government of Brazil and the
 

Government of the United States of America signed on May 30,
 

1953, and subsequently approved by the Brazilian Congress. 
 For
 

this purpose, if thie Government and A.I.D. mutually agree, 
the
 

Government may maintain, within its accounting system, a segrr,

gated 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 the following whenever mutually agreed to by the Govern

ment and A.I.D.:
 

http:documentation,.in
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1. 	 Joint auditing uder mutually agreed to con

ditions.
 

2A 	 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. 

c. 	 The Government shall cooperate with, and give reason

and shall facilitate inspecticns by A.I.D.able assistance to, 


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 Payment
 

Agreement.
 

A.I.D. such
d. The Government shall promptly furnish to 


financial and other reports and information relating to the
 

covenants of this Payment Agreement or transactions pursuant
 

A.I.D. may request.
hereto as 
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ARTICLE VIII
 

Remedies of A.I.D.
 

SECTION 8.1. 
 Grounds for Termination. 
 If any one or more
 
of the following events 
("Grounds for Termination") shall occur:
 

a. Government 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;
 

c. A.I.D. determirs that any representation or warranty 
made by or on behalf of Government in connection with this Agree
ment 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, sub
stantial amendment or suspension of the right of Borrower to
 

carry out a project;
 

e. 
 A.I.D. determines that an extraordinary situation
 
has arisen which makes it improbable that the purposes of
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this Agreement be attained or that Government will be able
 

to perform its obligations hereunder;
 

f. Continuation of the procedures established herein
 

would be in violation 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
 

thereof, 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) days thereafter, such Principal and 

interest shall become due and payable immediately, 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 validity of the guaranty contained in Section 4.1.
 

SECTION 8.2. 
 Waiver of Causes for Termination. No delay
 

in exercising or omission to exercise any right accruing to
 

A.I.D. under tlis Agreement shall be construed as an acquiescence
 

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

SECTION 8.13 . Defaults. 
 For purposes of other agreeinents
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between Government and the United States of America or any 

of its agencies, the occurence of an event specified in 

Subsections 8.1(a), (c) or (d) shall be considered an "Event 

of Default" under this Agreement. 
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ARTICLE IX
 

Miscellaneous
 

SECTION 9.1. Use of Representatives.
 

a. 
 All actions required or permitted to be performed or
 

taken under this Agreement by the Government or A.I.D. may be 

performed by their respective duly authorized representatives. 

b. The Government hereby designates the Minister of
 

Finance as its representative with authority to designate in
 
writing other representatives in its dealings with A.I.D. 
The
 

representatives of the Government named pursuant to the preceding
 

sentence, unless A.I.D. is given notice otherwise, shall have
 

authority to agree on behalf of the Government to any modifica

tion of this Agreement which does not substantially increase
 

the Government's obligations hereunder. 
Until receipt by A.I.D.
 

of written notice of revocation by the Government of the author

ity of any of its representatives, A.I.D. may accept the signa

ture of such representatives on any instrument as conclusive
 

evidence that any action effected by such instrument is authorized
 

by the Government. 

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 Government or A.I.D. pursuant to
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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 follow

ing addresses:
 

To the Government: 

Mail Address:
 

Ministerio da Fazenda
 
Rio de Janeiro
 
Brasil.
 

Cable Address:
 

MINIFAZ
 
Rio de Janeiro
 

To A.I.D. (five copies): 

Mail Address:
 

Office of Capital Development
 
Agency for International Development

Enbaixada dos Estados Unidos da America

Rio de Janeiro, Brazil.
 

Cable Address:
 

USAID
 
Amembassy
 
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 Agreement. This
 

Agreement shall enter into effect as of the day and year first
 

above written.
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ARTICLE X 

Conditions Precedent
 

SECTION 10.1. Conditions Precedent to Use of Deferred
 

Payment Procedures. 
 The Special Payment Procedure shall not be
 

employed unless and until Government has furnished A.I.D. in
 

form and substance satisfactory to A.I.D.:
 

a. An opinion or opinions of the highest legal officer
 

of the Ministry of Finance, or of other counsel satisfactory
 

to A.I.D., 
that this Agreement has been duly authorized or
 

ratified by and executed on behalf of Government, and that
 

this Agreement, and any obligations incurred by Government
 

pursuant hereto do and will constitute valid and legally
 

binding obligations of Government in accordance with their
 

terms;
 

b. 
 Evidence of the authority of the person or persons
 

who will act as representative or representatives of Government
 

in connection with the operation of this Agreement pursuant to
 

Section 9.1 of this Agreement, together with an authenticated
 

specimen signature of each such person certified as 
to its
 

authenticity by duly constituted Brazilian authority;
 

c. 
 A copy of any agreement between Government and
 

Borrower relating to Government's rights against the Borrower 

in the event that the Guaranty in Section 4.1 is invoked by 

A.I.D., or, in the absence of any such agreement, a statement
 

of the applicable law.
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SECTION 10.2. 
Terminal Date for Satisfying Conditions
 

Precedent. If the conditions contained in Section 10.1 of
 

this Agreement have not been satisfied by December 31, 1965
 

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 
Govern

ment.
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22. 
IN WITNESS WHEREOF, the Government and the United States 

of America, each acting through its respectiv dulv authorized
 

representative, have caused this 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: 

By: 

Title: Minister of Finance 
 Title: DirectorUSAID/Brazil
 



22. 
IN WITNESS WHEREOF, the Government and the United States 

of America, each acting through its respective duly authorized
 

representative, have caused this 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: C.'C.J.jt ;'\, L& j By: U_ L.,, 2.L :eL< 
Title: Minister of Finance 
 Title: Directo)',USAID/Brazil
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A.I.D. LOAN No. 512-G-043 

ALLIANCE FOR PROGRESS
 

LOAN AGREEMENT
 

(P.L.480 104(g) funds)
 

(B.,azil 	- Minas Gerais Highway
 
Maintenance Equipment)
 

Between the
 

DEPARTAMENTO DE ESTRADAS DE RODAGEM -

MINAS GERAIS
 

and the
 

UNITED STATES OF AMERICA
 

Dated: April 2, 1965.
 



ALLIANCE FOR PROGRESS
 

LOAN AGREEMENT
 

AGREEMENT, in furtherance of the Alliance for Progress, 
dated the 2nd day of April, 19u5, between the DEPARTAMENTO 

DE ESTRADAS nE RODAGEM, MINAS GERAIS ("Borrower") and the 

UNITED STATES OF AMERICA, acting throagh the Agency for 

International Development ("A.I.D."), with the concurrence 

of the Coordinating Commission fcr the Alliance for Progress 

("COCAP"). 

SECTION 1
 

The Loan
 

SECTION 1.1. 
 The Loan. A.I.D. hereby agrees to lend
 
to the Borrower pursuant to the Agricultural Trade Development
 

and Assistance Act of 19-A, 
as amended, up to nine billion
 

Brazilian cruzeiros (Cr$9,000,000,000) to assist in financinr
 

the cruzeiro costs of goods and services, including consulting
 

engineering services, required for the project as 
defined in
 

Section 1.2. 
 As used in this Agreement, "Eligible Items"
 

shall mean the goods and services financed hereunder, and
 

"Principal" shall mean the aggregate amount of cruzeiros
 

disoursed hereunder.
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SECTION 1.2. The Project. As used in this Agreement,
 

"Project" shall mean the purchase of highway maintenance
 

equipment and related spare parts for use in the State of
 

Minas Gerais, including road graders, trucks and tractors,
 

and such other highway maintenance equipment as A.I.D. and
 

Borrower shall agree upon.
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SECTION 2
 

Terms of Repayment Interest
 

SECTION 2.1. 
 Interest. 
 The Borrower shall pay semi
annually to A.I.D. in cruzeiros interest due and unpaid of
 
three and one-half (3 1/2) per cent per annum (computed on
 
the basis of a 3u5-day year). Interest shall accrue from
 
the dates of the respective disoursements hereunder. 
 The
 
first such payment shall oe due and payable no 
later than
 
six 
(6) months after the first such disbursement on a date
 

to 	be specified oy A.I.D.
 

SECTION 2.2. 
 Repayment. The Borrower shall repay the
 
Principal to A.I.D. in cruzeiros in thirty-five (35) equal
 
semi-annual installments. 
 The first such insta-1ment shall
 
be due and payable two and one-half (2 1/2) years after the
 

first payment interest is due.
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SECTION 3 
Conditions Precedent 

SECTION 3.1. Conditions Precedent to Initial Financin.
 
Prior to the first disbursement the Borrower shall furnish in
 
form and substance satisfactory to A.I.D.
 

a. 
 An c inion or opinions of legal counsel satisfactory
 
to A.I.D. that this Agreement has been duly authorized or
 
rats..ed by, and executed on behalf of the Borrower, and cons
titutes a valid and legally binding obligation of the Borrower
 
in accordance with its terms.
 

b. 
 A certificate suostantially in the form of Exhibit 1
 
hereto.
 

SECTION 3.2. 
Terminal Date for Fulfillment of Conditions
 
Precedent. 
Except as A.I.D. may otherwise agree in writing,

if the conditions required by Section 3.1 have not 
oeen com
pleted by June 1, 19u5, A.I.D. may at any time thereafter
 
terminate this Agreement by giving notice to the Borrower.
 

SECTION 3.3. 
Terminal Dates for Disbursements. 
 Except
 
as A.I.D. may otherwise specify in writing no disburse.ent
 
shall be made against documentation received after June 30,
 

1966.
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5. 
SECTION 4
 

Miscellaneous
 

SECTION 4.1. 
 Effective Date. 
This Agreement shall enter
 
into effect as of the day and year first above written.
 

SECTION 4.2. 
 Communications. 
Any communication or
 
document given, malIe 
or sent by theBorrower or A.I.D. pursuant
 
to this Agreement, shall 
oe 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, tele
gram, cable or radiogram to such party at 
the following ad

dresses:
 

To the Borrower:
 

Mail Address:
 

Departamento de Estradas de Rodagem, Minas Gerais
 
Alameda Ezequiel Dias
 
Belo Horizonte, Minas Gerais
 

Cable Address:
 

DER/MG
 
Belo Horizonte.
 

To A.I.D. (five copies):
 

Mail Address:
 

Office of Capital Development

Agency for International Development

Embaixada dos Estados Unidos da America

Rio de Janeiro, Brazil.
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Cable Address:
 

A.I.D.
 
Embaixida do,, Estados Unidos da Am'rica
 
Rio de Janeiro.
 

Other addresses may be substituted for the above upon
 

the giving of notice as provided herein.
 

All communications and documents suomitted to A.I.D.
 

hereunder shall be in English, and all technical and engineer

ing specificationstherein shall be in terms of United States
 

of America standards, except 
as A.I.D. and the Borrower may
 

otherwiseagree in writinE.
 

SECTION 4.3. DLsignation of Representatives. Pursuant
 

to Section 103.1 of the Annex, Borrower hereby designates the
 

Technical Assistant to the Director 
- Special Programs.
 
(Title)
 

SECTION 4.4. Applicability of Loan Annex. 
This Agree

ment is made in accordance with the USAID/Brazil LOCAL CURRENCY
 

LOAN ANNEX dated April 1, 19u. ("Annex"). The Annex is made
 

a part of this Agreement with the 
same force and effect as if
 

it were fully set lorth herein. All terms used in the Annex
 

shall have the same meanin,, given such terms herein. 
If any
 

provision of the Annex is inconsistent with a provision of
 

this Agreement, this Agreement shall govern.
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7. 
IN WITNESS WHEREOF, the 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.
 

DEPARTAMENTO DE ESTRADAS DE
RODAGEM - NEA UNITED STATES OF AMERICA 

By: 
By: .'&t-i-~ ~-((~

Title: 
 Director 
 Title: Director-USAID/Brazil
 

Concurrence:
 

COORDINATING COMMISSION FOR THE ALLIANCE FOR
 
PROGRESS (COCAP)
 

By:~J~.~ 
Title: Coordinator
 

In the presenge of:
 



__ 

EXHIBIT No. 1 

CERTIFICATE OF AUTHORIZED REPRESENTATIVES 

Re: LOAN No. 

/Name of Borrower_' ("Borrower") hereby represents and 
warrants to the Agency for International Development ("A.I.D.")
 

that due authority is vested in the following person(s) to
 

act on its behalf in the capacities specified in connection
 

with the execution and operation of the Loan Agreement, dated
 

April 2, 1965, between Borrower and A.I.D., establishing a
 
loan in Borrower's favor in the amount of nine billion Brazilian
 

cruzeiros, to sign the Loan Agreement, to make representations
 

by signing certificatea, to make request for disbursements and
 

to sign any other document that may be required by the Loan
 

Agreement:
 

Name Title Signatures 

It is also represented and warranted that the above
 

signatures are the authentic signatures of the respective
 

persons.
 

C-Name of Borrower_' 

By: _ _ _ _ _ 

Title:
 

Date: 



ALLIANCE FOR PROGRESS
 

USAID/BRAZIL 

LOCAL CURRENCY (P.L.480 104 g) LOAN ANNEX
 

(APPLICABLE TO MINAS GERAIS HIGHWAY EQUIPMENT LOAN) 

Dated: April 2, 1965. 



SECTION 100
 

Disbursements; Payment
 

SECTION 100.1. Disbursements. 
To obtain disbursements
 

for cruzeiro costs under the Loan Agreement, Borrower may from
 

time to time, and in accordance with immeuiate requirements
 

and expenditures of such currency for the Project, request
 

A.I.D. to disburse cruzeiros for the Project through such
 

arrangements as A.I.D. and the Borrower may agree upon.
 

SECTION 100.2. Date of Disbursements. Disbursements
 

under the Loan Agreement shall be deemed to occur on the date
 

on which A.I.D. makes payment either directly to the Borrower
 

or its designee.
 

SECTION 100.3. Application of Payments. All payments
 

made by Borrower to A.I.D. shall be applied first to the pay

ment of any interest due and unpaid and then to the repayment
 

of Principal.
 

SECTION 100.4. Prepayment. The Borrower shall have the
 

right to prepay, without penalty at any time, all or any part
 

of the Principal. Any prepayment shall be applied in the order
 

prescribed in Section 100.3 hereof, and amounts applied to 
the
 

remaining installments of Principal shall be applied pro rata
 

to such installments.
 

SECTION 100.5. Place of Payment. All payments to be made
 

to A.I.D. shall be made to the Controller, Agency for Interna

oo.
 



2. 
tional Development, Rio de Janeiro, Gb., 
or at such other place
 

as may be specified by A.I.D. Such payments shall be deemed
 

to have been paid when received by A.I.D.
 

SECTION 100.6. Currency of Payment. Payments of interest
 

and Principal required under the Loan Agreement shall be made in 

Brazilian currency, or at the option of the Borrower in United 

States dollars. If the Borrower elects to exercise the option 

to make payments in dollars the amount of such payments shall
 

be calculated at the time of payment to be equivalent to the
 

obligation in Brazilian currency computed on the following
 

basis: 

a. The effective rate at which United States dollars 

are sold in exchange for Brazilian currency to 

residents of Brazil for the meeting of payments of 

obligations abroad, provided that, at the time of 

payment, effective rates for Brazilian currency 

differing by more than one (1) per cent from par 

value agreed with the International Monetary Fund 

for that currency are not permitted by the Government, 

and provided further that the parties to tht LOan 

Agreement do not agree that another rate would be 

Just and reasonablei and 

b. Otherwise, such other rate as is mutually agreed 

from time to time. 
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3. 
SECTION 101
 

Covenants Concerning Procurement
 

3ECTION 101.1. 
Source of Procurement. All Eligible
 

Items shall have their source and origin in Brazil.
 

SECTION 101.2. 
Method of Procurement. 
No more than
 

reasonable prices shall be paid for any Eligible Item, and
 
all such items (except architectural, engineering, management
 

and such other professional services as A.I.D. may specify)
 

shall be procured on a fair competitive oasis, in accordance
 
with applicable laws in effect within Brazil. 
 Prices (except
 

for the foregoing professional services) should normally ap
proximate the lowest competitive price for the Eligible Item
 

procured, operating costs, quality, time and costs of delivery,
 

terms of payment and other factors considered.
 

@@ • 



4.
 

SECTION 102
 
Additional Covenants and Warranties
 

SECTION 102.1. 
 Conduct of the Prolect. 
The Borrower
 

will:
 

a. 
 Carry out and complete the Project, with due diligence

and efficiency, providing any additional resources which may

be required. 
 The Project shall be carried out in conformity

with sound engineering and financial practices. 
The Borrower
 
covenants that it will use the Eligible Items in accordance with
 
plans and procedures developed mutually with A.I.D. for that
 
purpose.
 

b. 
 Adequately maintain and repair, in accordance with
 
sound maintenance practices, all Eligible Items.
 

SECTION 102.2. 
 Utilization of Eligible Items. 
All Eligible Items shall be used exclusively for the Project. 
 In the
 
case of any goods financed hereunder which are not fully ex
pended through their use for the Project, the foregoing pro
vision shall apply until the completion of the Project, provided

that no goods financed hereunder shall Le exported from Brazil

without prior approval of A.I.D. 
No Eligible Item shall at any

time be used to promote or assist any Project or activity

associated with oi 
 financed by any country not included in A.I.D.

Geographic Code 935 as in effect at the time of such projected
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5. 
use without the prior written consent of A.I.D. 

SECTION 102.3. Infoimation and Marking. 
Appropriate
 

arrangements shall be made by the Borrower, satisfactory to
 

A.I.D., to publicize the Project as United States aid in
 

furtherance of the Alliance for Progress. 
Such publicity
 

shall include, but shall not be limited to, prominent display
 

of the Alliance for Progress symbol and the "Hand Clasp"
 

symbol on the equipment being financed under the loan.
 

SECTION 102.4. 
 Notice of Mateoial Developments. The
 

Borro er represents and warrants that it has disclosed to
 

A.I.D. all circumstances which may materially affect this
 

Project or the discharge of its obligations under the Loan.
 

Ageement, and covenants that it will inform A.I.D. of any
 

conditions which interfere, or which it is reasonable to
 

believe will interfere, with any of the foregoing.
 

SECTION 102.5. 
 Taxation. The Loan Agreement and the
 

execution, delivery and registration thereof, shall be free
 

from and the Principal and interest shall be paid without
 

deductions for and free from all taxes, fees, 
or other cf±rges,
 

if any, imposed under the laws of Brazil or any laws in effect
 

in its territory.
 

SECTION 102.6. Commissions, Fees and Other Payments.
 

Borrower warrants and covenants that, in connection with obtain

ing the loan or taking any action under or with respect to the
 

Loan Agreement, it has not paid and will not pay or agree to
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pay nor to the best of its knowledge has there been paid or
 

will there be paid or agreed to be paid by any other person
 

or entity, commissions, fees or other payments of any kind,
 

except as regular compensation to Borrower's full time officers
 

and employees or ao compensation for bona fide professional,
 

technica. or other L parable services. Borrower shall promptly
 

report to A.I.D. any payment or agreement to pay for such bona
 

fide professional, technical or comparable services to which
 

it is 
a party or of which it has knowledge (indicating whether
 

such payment has or is to be made on a contingent basis) and
 

if the amount of any such payment is deemed unreasonable by
 

A.I.D., 
Borrower shall cause a reduction satisfactory to A.I.D.
 

to be made therein.
 

SECTION 102.7. Records; Reports; Inspections.
 

a. The Borrower shall maintain or cause to 
be maintained
 

in accordance with sound accounting practices, books and
 

records adequate to identify Eligible Items, to disclose the
 

cost and use thereof in the Project, to show the nature and
 

extent of the solicitation of prospective suppliers and the
 

basis for the award of contracts or orders, and to indicate
 

the progress of the Project. Such books and records shall be
 

maintained until five (5) years after the final disbursement
 

pursuant to this Agreement.
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b. Such books and records shall be open at all times
 

for examination by authorized representatives of the Government
 

and A.I.D. which procedure is consistent with Article II,
 

Section 5, of the agreement between the Government and the
 

United States of America, signed on May 30, 1953, and sub

sequently approved by the Brazilian Congress. For this
 

purpose, if the Borrower and A.I.D. mutually agree, the
 

Borrower may maintain, within its accounting system, a
 

segregated set of books and records for all transactions
 

specifically related to the loan. Examination of the books
 

and records will be carried out in practice by procedures
 

which may include the following whenever mutually agreed
 

to by the Borrower and A.I.D.:
 

1. Joint auditing under mutually agreed to conditions;
 

2. The use of independent auditors selected by the
 

Borrower and acceptable to A.I.D.;
 

3. 	 The inspection outside the premises of the Borrower
 

of certified documentation relating to the loan.
 

c. 	 The Borrower shall cooperate with and give reasonable
 

assistance to, and shall facilitate inspection by A.I.D. with
 

respect to the execution of the Project in conformity with
 

this Agreement, 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 Borrower shall promptly furnish A.I.D. such
 

* 6 



a.financial and other reports and information relating to the
 
loan or transaction pursuant to the Loan Agreement and any
 
covenants thereof as A.I.D. may request.
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SECTION 103
 

Miscellaneous
 

SECTION 103.1. Use of Representatives.
 

a. All actions required or permitted to be performed
 

or taken under the Agreement and this Annex by the Borrower
 

or A.I.D. may be performed by their respective duly authorized
 

representatives.
 

b. Borrower designates the person or persons holding
 

the position or positions specified in Section 4.3 of the
 

Loan Agreement as its representative with authority to desig

nate in writing ocher representatives of the Borrower in its
 

dealings with A.I.D. The Borrower's representatives desig

nated pursuant to said Section 4.3, unless A.I.D. is given
 

notice otherwise, shall have authority to agree on behalf
 

of the Borrower to any modification of the Loan Agreement or
 

this Annex which does not substantially increase the Borrower's
 

obligation thereunder. Until receipt by A.I.D. of written
 

notice of revocation by the Borrower of the authority of any
 

of its 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 by
 

the Borrower.
 

SECTION 103.2. Successors to Rights of A.I.D. If, by
 

Soo
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operation of any law of the United States of America or by
 

virtue of assignment, any corporate or other agency of the
 

Government of the United States of America succeeds to the
 

rights and obligations of A.I.D. under the Loan Agreement,
 

such agency shall be deemed to be A.I.D. for purposes thereof.
 

SECTION 103.3. Other Agreements. The Loan Agreement is
 

entered into pursuant to the following agreements between the
 

United States of America and the United States of Brazil:
 

a. the agreement relating to Technical Cooperation, 

dated December 19, 1950; 

b. the agreement for Special Technical Services, dated 

May 30, 1953; and 

c. the Agricultural Commodity Agreement, dated September 

11, 1963, as amended. 
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SECTION 104 

Remedies of A.I.D. 

SECTION 104.1. 
 Events of Default; Acceleration. If
 
any of the following events 
("Events of Default") occurs:
 

a. 	 The Borrower fails to pay in full when due any
 

installments of Principal or interest or any other
 

payments required under the Loan Agreement or this
 

Annex.
 

b. 
 The Borrower fails to comply with any other provision 

contained in the Loan Agreement or this Annex. 
c. Any representation or warranty made by or on behalf 

of the Borrower with respect to obtaining the loan
 
or made or required to be made under the Loan Agree

ment or this Annex is determined by A.I.D. to be
 

incorrect in any material respect;
 
then, A.I.D., at its option, may declare all or any part of
 
the unrepaid Principal to be due and payable immediately, and
 
upon any such declaration, unless the default is cured within
 
thirty (30) days thereafter, such Principal and interest
 
accrued thereon shall become due and payable immediately.
 

SECTION 104.2. 
Termination of Disbursements. 
If at any
 

time
 

a. 
 An Event of Default occurs;
 

b. 
 An event occurs which A.I.D. determines to be an
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extraordinary situation which makes it improbable that
 

the purposes of the loan will be attained or that
 

the Borrower will be able to perform its obligations
 

under the Loan Agreement or this Annex; 
or
 

c. Any disbursement would be in violation of the law 

governing A.I.D.;
 

then, A.I.D., 
at its option, after giving prior detailed notice
 

in writing to the Borrower, may decline to 
issue any further
 

disbursements under the loan.
 

SECTION 104.3. 
 Refunds. If A.I.D. determines that any
 

disbursement made by it under the Loan Agreement for any
 

Eligible Item is not supported by valid documentation submitted
 

by the Borrower in accordance with the terms of the Loan Agree

ment or this Annex, or is not used in accordance with the terms
 

of the Loan Agreement or this Annex, or is in violation of the
 

law governing A.I.D. (including A.I.D. regulations applicable
 

to the Project), A.I.D., 
atfts option, may, notwithstanding the
 

availability of any other remedy provided for under the Loan
 

Agreement or this Annex or the exercise of the remedies provided
 

for in Section 104.1 and 104.2, require the Borrower to refund
 

to A.I.D., within thirty (30) days after receipt of a request
 

therefor, an amount not to exceed the amount for such disburse

ment. 
Any such refund received by A.I.D. shall be applied as
 
provided in Section 100.3 of the Annex, and amounts applied
 

/...
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to the remaining installments of Principal shall be applied
 

in inverse order of their maturity. No request shall be made
 

by A.I.D. pursuant to this Section later than five (5) years
 

after the date of the finl disbursement pursuant to the Loan
 

Agreement.
 

SECTION 104.4. Waivers. No delay in exercising any right,
 

power or remedy accruing to A.I.D. under the Loan Agreement or
 

this Annex shall be construed as a waiver of any of such rights,
 

powers or remedies.
 

SECTION 104.5. 
Expenses of Collection. All reasonable
 

costs incurred by A.I.D. (other than salaries of its regular
 

staff) after an Event of Default has occurred in connection
 

with the collection of amounts due under the Loan Agreement, may
 

be charged to the Borrower and reimbursed as A.I.D. shall
 

specify.
 


