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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
OFFICE OF THE ARFA AUDTTOR GENERAL
LATIN AMERICA (SOUTH)

February 17, 1970

To The Director of Mission
Minister William A. Ellis

The Office of the Area Auditor General latin America (South) has com.
pleted an examination of the project "Financiadora de Estudos de Projetos,
8.A. (FINEP)"for the period from August 27, 1965 through December 31, 1969.

FINEP vas created on March 8, 1965 to promote and finance feasibility
studies. This exanination, however, indicates that it has not evolved into
an effective organization. The review cites two causal factors: (1) over.
emphasis on the vrivate sector, which has demonstrated little interest in
such financing, and (2) lack of full-time management.

The renort states that $9 million of the 211 million loan proceeds have
been committed. But, at the same time, the report indicates that the outlook
for committing the A2 million balance is not encouraging. The reviev there.
fore underlined the need for a Mission determination; that is, whether the
uncormitted balance should be deobligated or a reorientation made >f FINEP's
part in development activities. Subsequent to our examination such a deter.
mination was made. It now appears that FINEP will be more effectively inte.
grated into the Ministry of Planning. This action, if properly implemented,_
will give it a more meaningful development role and result in a quicker com.
mitment rate of AID funds.

The report contains one recommendation that is designed to assist FINEP
hedge its cruzeiros resources against loss of value. Please note that the
recommendation has not been addressed to a specific Division within this
Mission. Would you, therefore, advise us vhom you have assigned to imple.
ment the corractive action within days.

i
M Cuftis; -

Areca Auditor General
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DEPARTMENT OF STATE
AGENCY FOR INTIRNATIONAL DEVELOPMENT
-OFFICE OF THE AREA AUDITOR GENERAL
LATIN AMERICA (SOUTH)

REPORT ON EXAMINATION
or

FINANCIADORA DE ESTUDOS DE PROJETOS, S.A. (FINEP)
LIOAN AGREEMENT No. 512.L.05u4

SECTION I . GENERAL

A. PURFOSE AND SCOPE
At the request of the Migsion, we have examined the project "Fi.

nanciadora de Estudos de Projetos, S8.A. (FINEP)". This was the initial
examination of the project and covered the period from August 27, 1965
through December 31, 1969.

The principal objective of our examination was to review actual and
votential areas of financial and administrative weakiuesses that have
delayed this project. Other purposes were to determine the propriety of
funds expended and the degree of compliance with A.I.D. volicies, reg-
ulations, and procedures.

Ouwr examination was made in accordance with generally accepted audit.
ing standards and accordingly included such tests of financial records,
inspections, and discussions with the Borrower, Banco Nacional do Desen.
volvimento Economico ( BNDE), and USAID/B as we considcred necessary in
the circumstances.

Before issuance, this report was reviewed with the Office of Capital
Development and Industry (ADCD), Engineering and Natural Resources (ENRO),
and Controller (CONT), whose comment have been coniidered prior to its

pudblication.
ola



B. BACKGROUND
On March 8, 1965, and pursuant to Federal Decree (Lav 55.820) FINEP
was established as a fund withi: the Ministry of Planning. Among its

cited purposes, the following are aptly descriptive:
l. "... a fund of an accounting nature intended to provide resources
for financing the formulation of economic development projects
and nrograms; and
2. Concede short or medium term fiMncing to national private or pu.
blic legal entities in order to underwrite or collaborate in fi.
nancing studies that will promote the economic development of
Bragil."
FINEP was therefore created as a mechanism to promote and finance feasi.
bility studies. And in this regard, it wvas intended to bridge the gap
between identifiable investment opportunities and available international
financing. At the same time it reflected that analytical planning had
been clevated as a tool in the GOB's economic development ntrategy, this
having been a historical weak ares.

FINEP wvas formulated to operate as a fund offering low cost loans
(and grants) for feasibility studies. It was anticipated that its re.
sources would be channelled to borrowewm through such financial agents as
the BNDE, Panco do Brasil, and other official economic development banks.
Accordingly, a large part of the technicel and adminictrative activity
would be performed by the banks. Within this framework, a small, spe-
cialized administrative structure was established within the Ministry cf
Planning to regulate and administer the fund.

When FINEP was created it had no funds. Nor were the immediate
prospects such that it would receiw adequate GOB funding. At the same
time, it wvas recognized that a large part of the specialized consulting
services would necessarily be U.8. and this required foreign exchange fi.
nancing at a time when such resources were inadequate. In *lew of this



situation, it was empowered to receive loans and grants from international
or foreign entities. Thus, shortly after its inception, FINEP formally
requested the Mission and Inter.American Development Bank (IDB) to lend

it the initial seed capitsl. A $5 million loan was sought from each insti.
tution.

On August 27, 1965 the Mission extended FINEP a NCrél million grant
(from P.L. 480, Title I, Section 10k (e) funds) to get the program undervay.
This was an interim gesture pending review and subsequent approval of FINEP's
$5 million loan application. Not long thereafter, October 1, 1965, the IDB
and FINEP also eritered into a $5 million loan agreement. In the meanwhile,
however, the Mission started to view FINEP as a convenient vehicle for putting
certain historically grant funded technical assistance on a loan basis. Sub-
sequent discussions thus resulted in an additional %6 million to fund na..
tural resource survevs. Therefore, on June 3, 1966, FINEP and the Mission
entered into an $11 million program. The Capital Assistance Paper states
that:

"Of the *11 million, #5 million have been earmerked for the

Peasibility gtudies vrogram and $6 million for the Natural
Resource Survey Program. However, it is the intention that -

those funds can be shifted from program to program as neces.
sary to meet the needs of the scparate nrograms. "

For all practical purposes, the 6 million Natural Resource Survey
Program had ! :en pre.determined by the GOB and Mission. Hence, the focus
of this report is on the Feasibility Studies Program.

SECTION II . FINDINGS AND RECOMMENDATIONS
A. PROJECT FROGRESS

FINEP vas created to serve a vital segment of the capital market. Accord.
ingly, the conceptual scheme projected that such funds would flow Quickly into
«e%a



this market. First, it was anticipated that a large part of the funds
would flow through financial agents. Since these agents were
already established dev:lopment banks, FINEP funds could stimulate the
effective movement of their own resources for later stage financing. And
secondly, FINEP was in a unique position to support the GOB's own develop.-
ment plans.

In a figurative sence, few borrowers Lave knocked on FINEP's door for
financing. And the immediate outlook is such that a slow commitment rate
still confronts it. Not eurprisingly, therefore,the figures below 1nd:l-}
cate that FINEP has only committed 60 per cent of total loan funds in the
last four years; and of the $10 million programed for the Feasibility
Studies Program (A.I.D. and IDB) iess theu 45 ver cent have been obligated.

Scurces Availability Committed
A.I.D. (Feasibility Program) % 5,000,000 43,724,105
IDB " " 9,000,000 536,515

TOTAL £10, 000,000 41,260,620
A.I.D. (Natural Resource Survey) 6,000,0&0_ 5,283,000
GRAND.TOTAL 16,000, 000 49,543,620

SOUR IR IEEE IR GNIR 0 K Ly ]

lack of coordination certainly seems to account for much of FINEP's
difficulty in moving its funds. As stated, the original thought was that
FINEP would establish a wide geographic structure through contractual as.
sociation with development banks. For cie reason or another, only the
BNDE was contracted. Even then, it is cuestionable vhether an effective
relationship was established. Por examnle, the BINDE recently found it
necessury to likewise establis: a fund for feasibility studies !'-( Im.
e [T) shed the Technical Research Financing

m ’
Fund (FUNESPE). We may note that the fund recently received foreign
exchange from French sources.
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portantly, and at an early stage in its existence, FINEP also determined
that its resources should not be subservient to the needs of the Ministry
of Flanning. This rationale was predicated on two factors: (1) it would
be avkward to make loans to its own federal department, and (2) granting
funds to the Ministry of Planning (or any other federal department) was

not the intended purpose of its creation. FINEP was primarily interested
in making loans,particularly to the private sector. Yet, without financial
agents, it found itself with funds and no bridges to this sector of the
market.

In 1967 the decision was made to transform FINEP from a fund into a
vublic corporation. The thinking seems to have been that it would then
have legal flexibility and operational control to actively push itself
into the market. That 1s, it would have the guise of a development insti.
tution which could promote and deal directly with the market. However,
FINEP's management was hardly in a position to lead the way. Both the
President and General Secretary had accumlated a multitude of other
functions in the GOB. And the U.S. technical consultant, who had been
engaged, departed prematurely E{ Hence, there was no apparent leadership.
As a result, the organizational change did not significantly alter rmp'.,
position in the market. It contirued to e marginal.

Time seems to be moving FINEP into action. It realizes that unless
it can cogently demonstrate it serves a useful purpose, a large part of
its resources may be lost through deobligation (A.I.D. and IDB loans).

2/ The U.8, Tochaical Advisor vas engaged under a two year contract from

~  Beptember 1, 1965 to August 31, 1967. However, FINEP did not extend
the contract as was exmected. It was stated that the advisor's costs
were too expensive for scrvices rendered.

-5 .



Accordingly, it has undertaken a more active effort to reach its market.
As an example, the Development Bank of the Extreme South has recently
been engaged as a financial agent. And it is currently endeavoring to
engage other state and federal development banks in a similar capacity.
But the success of this effort will largely depend on FINEP's initiative
{n developing effective and imaginative relationships.

1. Institutional Development

The Capital Assistance Paper describes the primary purpose of
the A.I.D. loan as follows:

"To strengthen the institutional capability of FINEP and

related Brazilian Agencies to compile and evaluate basic
development data and to identify and formulate specific
capital projects. It is further anticipated that as e
consequence of the loan, a pipeline of projects appro.
priate for international financing will be forthcoming
in the course of the next two years."

Much of FINEP's problems, as stated, are attributable to its own lack
of management. But, at the same time (and in retrospect), we question if
the A.I.D. loan may not have placed too much emphasis on the institutional
aspect. First, some of the development banks seem to have been apathetic
to the need for FINEP. HIDE officials, for example, readily stated their
objection to the creation of FINEP . there was no need for another insti.
tution, Accordingly, it appears that as FINEP attemnted to propel itself
{nto the market, it was rebuffed by the established institutions. And se.
condly, FINEP, itself, secmes to have been carried aimy with the institu.
tional idea. Its management, we found, feels that it has a mandate to
establish itself in the private sector of the market. In this regard, we
may note that FINEP's operational starf (centralized in Rio de Janeiro)
consists of 26 employees who perform the following functions:

-6.



Punction Number of Employees

Technical Department
Accounting Department
Legal

-

Total

Thus, on its own, this staft is hardly in a position to serve a wide and
scattered market. In summary, FINEP's experience seems to suggest that
it would be more effective as a fund. And, as such, the GOB and others
should draw on its resources to serve immediate dollar needs.

FINEP's internal procedures likewise tend to reflect a sense of
disorganization. Before A.I.D. funds can be comitted, the project must
be technically certified as eligible and frasible by the BNDE. Initially,
and with the assistance of a technical advisor, FINEP was designated to
perforu this function. But, as stated, the U.S. advisor's contract was
not extended. As an alternative, and at FINEP's suggeation, the BNDE as-
sumed the responsibility on a provisional basis. That is, it agreed to tech.
nically review five projects. From an operational point of view, this
was untenable. To illustrate, if the Superintendency for Northeast De.
velopment (SUDENE) were involved in a project with FINEP funds, the BNDE
would have to make the technical review. Not only would this procedure
entail administrative delay, but it puts one developmant institution in
an awkward relationship to another. As events developed, however, this
situation never evolved.

BE officials stated that in April 1968 a decision wvas made to per
fora.no further technical reviews. Yet, only recently 4id FINEP request
Mission authorization to merform the technical review. The Mission now
intends to make such a determination as soon as FINEP submits its tech.

e Ta



nical qualifications. But. {18 pertinency of grarting this request
largely depends on whether the $2 million uncommitted A.I.D. funds should
be extended beyond the elapsed June 30, 1969 terminal date.

B. MARKET FOR PINANCING PRE.INVESTMENT STUDIES

According to the Capital Assistance Paper, FINEP made:
"a survey of the development banks and government agencies
to develop an inventory of possidble studies for which fi.
nancing will be required. This survey revealed a multi.
tude of projects for which additional feasibility data 1is
needed, and a substantial number of program studies; from
this FINEP has developed an 1llustrative list ...of stu.
dies estimated to cost in excess of $72 million."
It is therefore apparent that the perspective of the market appeared
adequate to justify the A.I.D. loan.

There is no evidence to indicate that the market situation wes not
otherwise. This accordingly raises a fundamental question: why were
FINEP funds not utilised quickly ? It has already been cited that FINEP
did not establish a structure ot outlets to move its funds. Hence, it
wvas isolated from the private market it largely chose to serve. This,
however, is not the full explanation. In a deeper sense, we feel that
TINEP focused on the wrong sector of the market for the flow of its dollar
funds. This is illustrated in Exhibit I, which gives a detailed pre.
sentation of the composition and growth of FINEP's portfolio. It should
be noted that practically all the loans to the private sector are less
than NCr$100,000. More significantly, these loans 4o not require dollars.
On the other hand, the few public loans are large and entail a sudstantial
dollar component. Within this framework, BNDE officials characteriszed the
private market as follows:

-8.



a. large private firms that need dollar financing do not bother
with FINEP. They will either obtain such funds as s part of

a total loan package or finance the study themselves; and

b. There are adequate crugeiro funds around the develcrment banks

to support the smaller studies. Moreover, the borrower usually

does not want to deal with one institution for the pre.invest.

ment study and another for the capital investment.

Whether sufficient crugeiro financing is available, we are unable to say.
But the fact that FINEP resources are not being used does suggest that
other sources are available.

FINEP realizes the characteristics of the private market. But it
does not fully seem to appreciate the uniqueness of its resources: the
dollars. Therefore, it does not appear logical that it should concen.
trate its dollar resources in a sector >f the market that requires crugei.
ros. Particularly, when such cruzeiro financing is apparently available.
Or, vhere the need could, perhaps, best be served by counterpart ano-‘
cations to established institutions, e.g., BNDE. Accordingly, it is our
opinion that more emphasis should be focused on the public sector, where
an immediate need for dollars exists. And that such dollars should be
made availadble as grants, if necessary. The loan would then serve a vital
purpose. If FINEP continues to adhere to iis present philosophy (exclusion
of the public sector), it will continue to exhibit a slow comitment rate.

Exhibit I indicates that the last foasidility loan FINEP made with
A.I.D. funds was in April 1968, Yet it was only about this tine that IDB
funds started to move. The exvlanatjon for this situation underlines a
significant point: IDB funds were expanded to include engineering dosign.

-9 .



And in this regard, HNDE oificials through whom the IDB loans were effec.
ted, stated that engineering design was an important financing element.
Exhibit I 1s thus subject to qualification in that it over.inflates FINEP's
role in the feasibility studies market. At the same time, the exhibit also
suggests that there is little need for dollar financing in the engineering
design market that FINEP serves.

IDB's action provokes an interesting question: should the Mission
authorize FINEP to use its funds for engineering design work ? Vsre the
Mission to consider doing so, it is certain that its funds would have
more opportunity to move. Buth such financing would then service a cru.
zeiro need that development banks can largely accomodate. More im.
portantly, it would remove FINEP's dollar fuisds from the vital area it
was intended to serve.

1. Extension of the A.I.D. loan

Accerding to the loan agreement (Section 4.4) FINEP had until
June 30, 1969 to commit the A.I.D. loan funds. Therefore, the Mission
must decide whether to re.extend the elapsed terminal date or deobligate
the $2 million uncommitted balance.

Recogniging this, FINEP has requested a one year extension. And in
support of the extension, it submitted a list of several studies under
consideration. The list was desigued to demonstrate that it could com.
mit the 82 million within the year. But a brief analysis of this list
indicates that FINEP's future use of A.I.D. funds is not particularly
promising.

FINEPE categorizes studies under review into two stages: (1) Preld.
minary Requests, and (2) Pormal Requests. Preliminary Requests are simply

« 10 -



exrressions of interest in FINEP funds, e.g., terms, eligible projects,

and so on. The formal request is the subsequent stage when the investor
submits an application for funds. Avproval of the application would be
the cormitment stage. Within the framework of these two former categories,
we can make the following classification of the current studics in progress

(figures expressed in 000's):

Funding Source Preliminary Requesats Formal Requests
— .+ ey +  usY
FIBEP 9Lk.0 - 3,658.0 -
IDB - ew'o 5’8”'5 -
A.I.D. 1,826.0 410.0 1,93%0.0
TOTAL e T 1N ) WL 5 B

Of the formal requests, the NCr#5,899.500 utilization of IDB funds seems
to be reasonably certain, this entailing design work for the National High.
way Department (DNER). Possibly }!Crﬁ} million will be committed from FINEP
funds. And about NCr$l.7 million of A.I.D. funds could eventually reach
the commitment stage. Therefore, about NCr$10.6 million are expected to
reach the commitment stage in the next six months 2( In the preliminary
request category something like 25 to 4O per cent of the studies are anti.
cipated to drop out before they reach the formal request stage. /i similar
attrition could occur between the formal and commitment stage. This leaves
only NCr$2 million (including $400,000) to be committed at a later date.
The foregoing situation, of course, could dramatically change if FINEP
establishes effective relationships with other financial agents and its
own promotional efforts pay off. But the market situation and FINEP's
historical lassitude weight heavily against it.

_37 From the perspective of time, it requires 3 to 6 months for a formal
request to reach the commitment stage, and 6 to 12 months from the
rreliminary atage.



It 1s highly questionable whether FINEP requires A.I.D. funds to
meet these potential obligations. That is, FINEP had a crugeiro bshnce
of NCr$5.8 million at the end of September 1969, and these funds are ex.
pected to reach NCr$10.6 million in the next year as the figures below
show:

FINEP Resources:

Capital NCré 1,000,000
1968 Budgetary Funds NCr$3,000,000
196 3,565,000
(Est.) 1970 " " 3, 500, 000 10, 065, 000
Revolving Fund (thru 9/30/69) 247,900
Bat.; " g 1o/1/69.12/31/69) 83:100
Est. " 98,000 1,315,000 *
Total Estimated Resources (thru 12/31/79) Ncré12, 380,000
Less Funds Committed (As of 9/30/69) 1,739,593
Estimated Funds Available NCré10, 640, bOT

* Does not include provision for monetary correction.

By excluding the NCr&5.9 million commitment to be made with IDB funds,
FINEP will have sufficient resources of its own to meet the remaining
NCr$6.7 million commitment. Additionally, the IDB funds could be used
to defray the dollar requirements. Under these circumstances, we fore.
see no immediate need in the year ahead for A.I.D. dollar funds.

This does not necessarily mean that the unnommitted A.I.D. funds
should be deobligated. Rather, it indicates that A.I.D. funds are auper;
fluous insofer as FINEP is utilizing them. Accordingly, we suggest that
the Mission end the Ministry of Planning determine whether there are any
projects that can effectively utilize the A.I.D. dollars. If it should be
determined otherwise, thep the A.I.D. dollars should be deobligated. In so

- 12 .



doing, we realite that there may be some negative reaction from FINEP.
However, there apnears to be little economic justification for FINEP, as
it is presently operating. Thus one of the consequent benefits will either
be its demise or a more realistic definition of its role in Brazil's eco-
nomic development activities.

In our draft report (circulated November 20, 1969 to the interested
USAID/B offices) we recommended that the uncommitted $2 million A.I.D.
loan funds be deobligated if no projects are available for financing.
Since that time the Mission has discussed this project with Ministry of
Planning officials. This discussion disclosed that the Minister of Plan.
ning had decided that:

"IPEA E/ should become active in Project and Program development

and should use feasibility study loan as & development tool, with
IPEA evaluating the priority and scope of proposed projects, and

FINEP acting as & contracting agency."

Iater, on January 14, 1970, the Mission issued Implementation Letter No.
23 extending the terminal date for commitments until December 31, 1970.
This extension was predicated on the understanding that (1) commitments of
A.I.D. loan funds will be made to finance the dollar cost component of the
feasibility studies only; and (2) FINEP will study means of promoting the
increased use of its ovm and loan resources to finance feasibility studies.

As a result of this Mission action, we believe that the nreliminary
groundwork has been effected to resolve FINEP's orientation and operational

problems. We have therefore deleted our earlier recommendation.

L/ Institute of Applied Economic Research (located in Ministry of
Planning).
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C. UTILIZATION OF FUNDS
Under FINEP's procedures, funds are comnitted at the time it and the

borrower enter into a contract. The funds are then usually disbursed with.
in a twelve month period. The exception is the Natural Resources Survey
Grants, these disbursements being originally programed over a three year
period. And excluding thc.u latter grants, it will be noted that all
other such funds are sub.loaned. Below we present the most recent status
of such disbursements as compared with commitments under the A.I.D. and
IDB loan agreements (as of September 30, 1969):

Commitments Disbursements *
A * I [} D * o
Loans $3, 724,105 $3,234,861
Grants 5,283,000 899, 562
Total 49,007, 105 $u, 134,423
IDB :
Loans $536,515 $396,693
Grants - -
Total el s

* Cruzeiro converted at exchange rate in effect at date
of commitment.

The commitments and disbursements status of the cruzeiro funding sources
is sumarized as follows (September 30, 1969):

Commitments Disbursements
AID Grant:
Loan Mer$ 588,677 NCrd& 588,677
Grant 160,199 180,1
Operation and Administrative Expenses 231, 124 231,
Total NCr$1,000,000 NCrd1, 000,000
BERSERNNE aete
(Cont'd)



Commitments Disbursements

PINEP (QOB Roco!ﬁt_!):

Loan NCr$1, 739,593 Nerd), 206, 569

Grant - -
Total MoedlDgisr  hordy,ee;sty

Revolving Fund (Repayments):

Loan -

Grant -

On a selective basis we reviewed certain projects financed with both
A.I.D. loan and cruseiro grant funds. This examination disclosed that
the applicable commitments had been made in accordance with pre.established
criteria and procedures. And the expenditures under these commitments were
found to be allowable under the applicable provisions of the loan and grant
agreements.

We noted that A.I.D. dollars are currently being sold for cruzeiros
to meet FINEP's cruzeiro obligations under certain loans and grants 2[
Yet, FINEP has NCr$5.8 million of its own resources on deposit at the
Bank of Brazil. The apparent reason for not utiliging its own resources
is that the commitments were made under the A.I.D. loan. This practice,
however, needlessly exposes its own funds to loss of value in an environ.
ment that presently experiences an annual inflation rate of roughly 20
per cent. We see no reason, for example, why it should not temporarily
use its own funds to meet the immediate crugeiro requirements of loans
and grants partially disbursed. Its own crugeiros could then be refunded
later through reimbursement under the A.I.D. loan. This would conserve

5/ The cruseiros are obtained by Special Letter of Credit procedures under

= an 8IC Implementation Agreement with the GOB. The dollars that are
sold for crugeiros under this agreement are subject to the same con.
ditions of the prevailing program loan.
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the dollars and give it the benefit of exchange gains on the periodic
devaluations. In summary, there is no justification for keeping a large
crureiro balance on deposit vhen the demand for such crugeiros is mini.
mal; and, more importantly, when it can hedge such funds against loss
of value. We-therefore feel that FINEP should be advised how certain
financial techniques could save it money.
RECOMMINDATION No. 1
That the USAID/B advise PINEP how it can hedge

its cruzeiros against loss of value under the

A.1.D. loan and theredby conserve dollars.

- 16 .



FORTFOLIO OF FINEP's LOANS AND GRANTS
AS Or SEFTBMOER %0, 1969

EXRINIT I

PFage 1.
A.I.D. PIRANCING IDB FIRANCING FINEP TOML COMMITTED
Loan Pubdlic D~
Contrect or or 1.0 illion
Bo. Bate Sed.Borrower/Grantee Crant Private Grant #11.0 Million N9 osh‘gun $5.0 M111i0n
1966

B/O1  3/23 Manco Deseav.M.Gerais Loan Public  24,990.00 24,v90.00
D/O2  3/2% Planej.e Adn.SERVITEC ® Private 32,000.00 32,000.00
Df03 A/2% 1ad.Golania de Sacaris . N

DATMAN S.A. - 9,%50.00 9,450.00
B/OA  4/15 Comp.Alagoama @e Piagio

e Tecidos S.A. . = 25,880.00 25,8080.00
7, ?zs Fab.Vagelina Iahia S/A * - 2%5,200.00 25,200.00
Bfo6 €/13 Co.Agos Zsp. IMAKTA . . 99, 750.00 99,750.00
B/OT 6/13 Comp.mhiana Ge Miné.

rios . COMAM « = 9,000.00 9,000.00
D/08 8/10 Comp.Agricola Cotias - - 18,000.00 18,000.00
D/09 8/10 Co.Pras.Usinas Metalurg. * . 1%,6%0. 1%,6%0.00
»/10 - Cancelled - -
o/ - Cancelled . -
D/12 9/2% CORSIRVIT S.A. - . 12,375.00 12,375.00
D/13 12/27 Policardono Ind.Quin.S/A * . 20,000.00 £0,000.00
B/1% 11/% Ind.Areme Cleide S/A . . 9, 600.00 9,600.00
D/15 11/10 COFEC ®* Public  7%,901.9@ 7,901.90
D/16 11/20 TAL Trevo Avicola Ltda. " Private 13,600.00 13,600.00
So #® S/17 YINEP (Borz Allen Mam. )Grant Public  AS,000.00 22,000.00 45,000.00 22,000.00

SUB.TOML A3k, 376.92 22,000.00 A34,376.92 22,000.00
1967

D/17 €/28 Mineracio da Amazonia

C.1.8.A. “MACIA" Loan Private 153,000.00 158,000.00
D/18  7/20 Iast.Agucar e Alcool " Pudlic  20,3%00.00 20, 300.00

- 17 -



Contyeet
Bo. Date Scb.Burrower/Grantee

T T 1967 (coat'a)
201 10/38 DB Rio/Siterct

e B? 6/28 m’mn (Biuec.)

B/jol kin. of Agriculture
(Neteorolagy)

SUB.TOML
1968
D/19 2/25 Arets Rstaleiros Ma.
o/ vais @a Mahis S.A.

Mo A/10 ASBEeA

/02 2/5 Cov.State of Wahia
(hwral Credit)

/03 3/28 Mmicipality City of

R/OA  A/22 :.::obl G. Sud

P/02  6/11 Gov.State of Madia

P/03 7/12 Artiesr Domato C.I.S.A.

/oA g

P/O5S 11/71 Miaistry of Agriculture
(Ssed Selection)

P/06 11/29 Puadacio Cos. Plan.
Beos. Mahia

o3 7/25 cum

<

FORTFOLIO OF FDEEP'S LOARS AND GRANTS YT
AS OF SZPTRGER %, 1969 Bomr:
Tge 2.
A.1.D. FIRANCDG DB FIMARCING PIIRP TOTL CMMIITID
loan Rablic ) -7 1
or or 1.0 illion
Gramt Private Grent £11.0 Million NP O5% Loan 5.0 Million )
| (o7 - X L3 7 3~ =x B L 3
Loan Public 837,000.00  A10,000.00 837,000.00 410,000.00
Graat ° 135,199.00 195,199.00
Grent . 2,669,760.00 1,2%1,700.00 2,669, 760.00 1,251, 700.00
313,499.00 3,506,760.00 1,6h1,700.00 3,820,259.00 1,6h1,700.00
Iocan Private 21,000.00 21,000.00
- " 16,800.00 16,800.00
. . 235,000.00 29%5,000.00
*  Padlie 600,000.00 600,000.00
. - 2,966,241.6 878,807.00 2,966,241.06 876,0807.00
. - 2,811,417.00 1%,280.00 2,611,417.00 1%2,280.00
. - 1A2,C00.00 1A2,000.00
*  Private 65,000.00 65,000.00
. . 30,400.00 30, 400.00
L ¥ ST 180, 000.00 180, 000.00
. - 267,190.75 267,190.75
*  Private &2,600.00 &2,600.00
- m - /...



TORTFOLIO OF FINEP's LOANS AID CRANTS EXETBYY Y
AS OF STPTBEIR 30, 1959
Ngs 3.
A.I.D. FIRANCDEG W% FIRANCING rOIEP TOML CHITTED
Loan Pudlic "
Comtrect ; o or 1.0 Million . .
No. Iate Sub.Borrower/Grantee Craat Privete Grant 11.0 Millfon NRPO5k Loan ~5.0 M{1lion .
< . e — — W +
1968 (oomt'a)
:Ic! S/20 SVALE Great Pudblic 3,0h0, 500.00 3,000, 500.00
'oh 20/ MOGIAM Loan Priwate 66,000.00 66,000.00
MO5 10/8 Cextro Ii.Aret: - - 156,000.00 156,000.00
06 10/8 roSMAS . - 334,848.00 76,000.00 3554,608.00  76,000.00
NMOT 10/22 TRSAL - . 178,500.00 178,500.00
MO8 11/21 Mia.of Agriculture *  Publie 120, 395.00 120, 595.00
BoI® . Ope.d Ada.BExpenses - - 231,126.08 2%51,124.08
m m'm'w 6.’77)658-“ ‘,m.m.m m,a}.m &’”-m a’m.ﬁ 8,&’0”.8 ',”'m.w
1969
P/OT 1/ CODIFEBOA Loan Private 130,000.00 130,000.00
8/7 Comp.Zspiritosantense
4e Saneamento *  Public 390,000.00  390,000.00
P/09 6€/3 mEEP . » 360,000.00 360,000.00
P/10 6/20 COFREA ®  Private 70,000.00  70,000.00
P/11  €/20 DER/Bepirito Santo ®*  Public 55,000.00  55,000.00
P/12 $/10 CDIFESOM *  Private 50,000.00  50,000.00

lim’mom 1’ m,m.ﬂ




Number

b |

SUMMARY OF RECOMMENDATIONS

That the USAID/B advige FINEP how it can hedge its
cruseiros against loss of value under the A.I.D.
loan and thereby conserve dollars.

EXHIBIT II
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EXHIBIT IIX

DISTRINTION OF
REFORT ON EXAMINATION
No. 42/90

Minister William A. Ellis, Director, United States Agency
for International Development Mission to Brasil

Mr. Robert J. Ballantyne, Deputy Director (DDOM) USAID/B
Dr. Donor M. Lion, Associate Director (NFAD) . USAID/B/NEAC

State Department . The Honorable Scott Heuer, Jr. . Inspector
Genoral of Foreign Assistance (IGA)

State Depariment . Mr. Robert W. Dean, Country Director -
Office of Brazil Affairs (ARA/BR)

AID/V . Executive Director (ARA.LA/MGT/EX)
AID/N . Office of the Controller (C/AUD)
AID/V . Special Assistant for Program Management (PMCA)

USAID/Panama . Inspector in Charge, Inspections and Inveati.
gations Staff, A.I.D. (II8)

UBAID/B . Office of Program Evaluation (OPEV)

USAID/B . Office of Assistant Director for Program (ADFR)
UBAID/B . Office of Management (ADMG/MGMA/MGEX)

USAID/B . Office of Capital Development and Industry (ADCD)
UBAID/B . Engineering and Natural Resources Office (ENRO)
USAID/B . Office of Development Planning (ADDP)

USAID/B . Legal Staff (LGS)

USAID/B . Office of the Controller (CONT)

Office of the Area Auditor General latin America (South) . AAG

COPY No.

” W e

B-9
0.1

12
13
1
15
16
17
18
19
20
el . &

NOTE: All audit work papers are attached to Copy No. 21 which is on file

in the Office of the Area Auditor General latin America (BSouth) . AAG.

- 21.



