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MEMORANDUM FOR THE DEVELOPMENT LOAN COMIITTEE
SUBJECT: Brazil - Combined Highway Project

Attached for vour review are the recommendations for
authorization of e loan in an amount not to exceed $18,400,000
to the Superintendencia de Desenvolvimento do ilordes*e to assist
in financing the cost of poods, materials and services to construct
or improve 291 miles of state highways of Northeast, razily

On June 29, 1963, the A,T1.D. Admisistrator anthorized an
$11,000,000 combined hirhwa: Joan for ‘lortheast, trazil(See AID-DLC/P-165) and
“on Februaty.l¥, 196kIsignedican. amended Joa authorization in the amount
of $15,000,000, increasing the original losn by 4,000,000
(See AID-DLC/P-165/1). ‘he atlteched ame dment will increase the amount
ofr the lesy 3. 73,400,000,

This loaii propuesl i+ seheduleld Cor cossideration . the
Developmenlt T.oan Ltaft Commitiee at its meeld. o Juse 12, 1964
and a telephone poll of DLC members wil) be coudueled io determine
whelber the DLC members approve without a DL meeling or request a
DLC meeling for the consideration of this proposal,

tachel (. Novers
Aesictaal Cecrslar
Development Loan Committee

Attachments:
Memorandum
Summary and Recommendations
Annexes I«TV
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June B, 1964

MEMCRANDUM FOR THE DEVELOPMENT LOAN COMMITTEE

S ECT:  BRAZIL - Combined Highway Project

Problem: A second amendment of the Loan Authorization for the
Northeast Brazil Combined Highway Project (AID-DLC/P-165)
is recommended. The amendment will increase the amount of
the loan by $3.4 million from the presently authorized
$15,000,000 to $18,400,000. The additional $3.l million
will be used to fund the paving of approximately 86 kilo-
meters of the remaining two highways in Pernambuco state
of the originally requested loan

Discussion: 1. On June 29, 1963, the A.l1.D. Administrator authorized
an $11,000,000 combined highway loan for Northeast Brazil as
part of the overall U, 5. - Brazil agreement to assist in
financing the development of Northeast Brazil. The loan
provided for the construction and paving of six projects
(LO3 kms) in the states of “aranhao, Paraiba, Rio Grande do
Norte, Alagoas and Ceara. The Sorrower
Superintendencia de Desenvolvimerio do Nordeste  SUDENE ) ;
the state highway depariments of the relevant states, which
will be the executing agencies, will receive the loan proceeds
on a grant vasis from fUDZNY. ubseguentily the amount of <he
loan was increased by JL millio:n <o include the PE-2 road
construction paving 1t the Jtate of Fernambuco. The thus
amended loan was authorized on 'ebruary 17, 1954 for the total
amount of $15,000,000, “ecenti evenis ir Hrazil make appropriate
the immediate inclusion of <he remaining two road projects
originally requested by the State of Pernambuco’which are fully
engineered and feasible., Their inclusion will increase the
amount of the loan by $3.L million from the presently author-
ized $15000,000 to $18,400,000.

3 PE-62 and PE-91
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2. '"As in the previous increase of $4 million the
proposed authorization increase of $3.l million i. e.
altogether $7.L million must carry A.I.D.'s new minimum
interest rate (i.e. three quarters percent during the grace
period and two percent during the period of principal repay-
ment), whereas the original authorization carries the rate
of three quarters percent both for the grace period and for
the amortization period. The Country Team has recommended
strongly that the entire $18.L4 million be made available to
SUDENE at the minimum interest possible., Therefore, the
amended authorization will retain the three quarters rate
on the first eleven million dollars disbursed both during
and after the grace period, while imposing a two percent
interest rate on the loan balance of $7.L million for the
period after the grace period,

3. As stated in the memorandum relating to the first
amendment (Loan Paper AID/DLC/P-165-1 discussion item 3)
the BPR's cost estimates were prepared during October-
December 1962 and the dollar amount of the loan was then
established by using the exchange rate of CR$LE0=US$L.

- Since that time inflation has continued at a rapid pace.
According to the Vargas Foundation the cost of living (in
Guanabara) rose by 80.9% during 1963; during the first
quarter 1964 the increase was reportedly at an annual rate
of 120%. The exchange rate was changed in April 1963 to
CR$620 per US$l; since February 196l it-has been fluctu-
ating around CR$1,200 per US$. It cannot be forecast
at this time whether inflationary cost increases will be
compensated by changes in the rate of exchange applicable
at the time each disbursement is made and dollars are
converted to cruzeiros. Shouid not enough cruzeiros be
generated by such conversions, the Borrower will be
required to provide the additional funds.needed to complete
the project. 'Thiszobiigation will be imposed by a new.
standard provisién which will be used on all Brazil loan
- agreements,
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L. It is AID's judgment that the paving of the approximately 86
kilometers of PE-62 and FE-91 in Pernambuco state requested to be
financed is economically and technically justified, should be given a
high priority and should be financed, The cost of paving was estimated
by the BPR as follows:

Dollar
Equivalent
Cruzeiros Dollars { CR$L60=US$)
Faving & Related |
costs PE-62 CR$670,280, 000 - $ 1,457,100
Paving & Relatled
costs PE-91 677,261,000 - 1,472,300
Uontingency (10%
of each project) 13k4,75L4,100 - 292,943
Engineering (3-1/2%) 112,782 112,782

TOTAL $ 112,782
Urand total in

dollars & dollar
equivalent $3,335,125

A detailed technical znalysis is atsacned hereto as Annex T,
In simmary this Annex shows trat (1) higrway PE-62 is part of the group
of radial highway penetration, starting on highway PE-5 near the City
of Carpina and connecting four courties over Ll kms to the State line
with Paraiba, one of the most fertile areas of the region, and (2)
highway PE-91 connects the cities of Camvaru and Catende, over the
distance of L2 kms, connecting two distinect but complementary econemic
zones, thus constituting a vital economic artery,

5. The discussion in the original loar paper (AID-DLC/P-165)
regarding the use of the Special Letter of Cradit procedure (p.12) is
equally valid in connection with the proposed amendment, and is incoxr-
porated by reference,
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The discussion in the original loan paper on the question
of cost estimates is however, modified in accordarice with the
following. Recent data submitted by the USAID indicate that
all the construction and paving projects, including the Pernambuco
projects, were costed in latter 1962, at which time the L60 rate
was reasonably related to the value of the cruzeiro. Under these
circumstances, therefore, conversion at the L60 rate yields
relatively accurate dollar amounts. Thus, the $3.L4 million
figure for the PE-62 and PE-91 Pernambuco projects, as well as
the $l million for PE-2 and $11 million figure for the other
six road projects should be considered as reasonably.firm
estimated costs of the projects, as expressed in dollars.

6. The Borrower (SUDENE) proposes to grant the loan proceeds
to the state highway departments, SUDENE has the legal authority,
when approval is given by the appropriate Minister, to pledge the
credit of the government of Brazil. The practical effect. of the
loan funds being allotted to the States on a grant basis is that
SUDENE will have to fund the loan repayments from its own budget.
AID is satisfied that the states are making a maximum effort to
develop roads and, as noted in the loan paper proposing a Northeast
Brazil Highway Maintenance Equipment loan (AID-DLC/P-192, Revised),
state tighway budgets are already so strained by construction
programs that needed maintenance programs are being deferred.

With specific reference to highways PE-62 and PE-91, as for
highway PE-2, it is noted that the state of Pernambuco is com-
pleting all the grading and related work on all the 186 km road
segments for which AID will finance paving costs.

7. The amount of the doller loan is essentially for local
costs which is a departurefrom AID's preference for lending not
more than fifty percent (the rule-of-thumb estimated ratio of
overall increase in imports to increase in local expenditure) of
the value of local currency projects. This departure is recommended
in view of the importance which is attached to the original project
package, of which PE-62 and PE-91 are an integral part, which had
beeh previously approved, and in view of the non-availability of
U.S.-owned.local currency, as explained under Point 7 of the Summary
and Recommendations of the attached Amended Combined Highway Project.

Summary and Recommendations: A revised Summary and Recommendations of the
original loan paper, and a revised drafi loan authorization,
providing for an increase o the loan to cover the costs of the
PE-62 and PE-91 highway projects, are attached herewith.
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AID-DLG/P-165/§ o}
June 9, 196l

BRAZIL - CUMBINED HI1GHWAY PROJECT

TABJE OF CONTENTS Page
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NORTHEAST BRAZIL

AMENDED-COMBINED HIGHWAY PROJECT

SUMMARY AND RECOMMENDATIONS

BORROWER: The Superintendencia de Desenvolvimento do Nordeste
(SUDENE), the Superintendency of Development in Northeast Brazil.
The State Highwsy Departments of the relevant States will be the
recipients of the cruzeiros into which the dollar proceeds of the
loan will be converted, and will carry out the respective highway

AMOUNT' OF THE LOAN: A loan of up to $18.4 million. Total costs
of the nine projects combined in this loan are estimated at

Dollar proceeds will be made available through special
letters of credit which can only be used for U.S. procurement.
The cruzeiro countar-value of these proceeds will be made
aveilable to SUDENE {see Financial Analysis).

Between 95 and 100 per cent of project costs may be paid
in local currency. Procurement of U.S. engineering services,
up to a maximum of 5 per cent of project costs, may occur.

TOTAL COST OF PROJECT: Construction and paving under the nine
projects included under this loan will cost $18.4 million.
Together with the existing A.I.D. $9 million highway equipment
loan, A.I.D. lending for highway projects in Northeast Brazil
during FY 196k totals some $27 million. In addition, some $10
million in applications for equipment have been processed in
SUDENE and are being considered by A.I.D. this fiscal year.

1.
projects.
Cr$8,488 million. 1/
3.
1/

Exchange rate used is Cr$l460-$1.00. This rate prevailed both

at the time the epplication was filed (April, 1963) and at the

time the cost estimates for the project were made (October-December,
1962). Loan amount is rounded to nearest wnit million.
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Brazilian input into NE roads is, on the other hand, very
substantial. SUDENE alone budgets an input of $58 million in the
period 1961-65, Total anticipated Brazilian input into NE highways
for the period 1961-65 is not available, but is most likely a
multiple of the SUDENE figure. Projections based on the period
1956-61 indicate that the other entities engaged in road building
(DNER-the Brazilian National Highway Department, the National
Highway Fund, the various state highway departments, and the
municipalities) will themselves enlarge the road network by some
20% in the periond 1961-65. Included in this figure are, of course,
the first-class DNER system of national highway routes which are
linking the NE to the rest of Brazil,

It is clear that Brazil is making a major self-help effort in
highway development, and that present and future loan-financed pro-
Jects constitute a relatively small part of the total highway program,

PURPOSE: To cover the combined total costs of goods, materials and
services to improve 489 kms (291 miles) of state highways in 6 states
of Northeast Brazil which are part of the five year Northeast High-
way Development program.

BACKGROUND: By agreement dated April 13, 1962, the U, S, agreed to
make available to the Government of Brazil during a period of 2 years,
$131,000,000 in dollars and cruzeiros, toward implement:tion of the
Northeast Five Year Plan of development as formulated by SUDENE, an
agency of the Brazilian Government, The Plan allocated substantial
sums to the development of highways, The $15 million authorized on
February 17, 196l for *his Project has been credited to the U.S,
Government's commitment,

The specifications, cost and preparatory engineering on these
read projects have been reviewed by a team of representatives of the
U.S, Bureau of Public Roads (BPR) during a special tour of duty on
Northeast Brazil recently completed. The BPR group found the projects
adequately prepared and technically feasible and recommended approval
by A.I.D,

UNCLASSZFIED
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PROJECT DESCRIPTION: The project is the construction, surfacing and/
or paving of 126 kms of state highway on routes MA-51 and MA-15 in
Maranhao (2 projects); 33 kms on route PB-1 in Paraibaj; 50 kms on
route RN- in Rio Grande do Norte; Lk kms on route AL-13 in Alagoas;
50 kms on route CE-35 in Ceara; and 186 kms on routes PE-2, PE-62
and PE-91 in Pernambuco state. All construction contracts will be
let by public bidding.

AVATLABILITY OF ALTERNATIVE FINANCING: The Inter-American Develop-
ment Bank is not interested in this project. The Export-Import
Bank also is not interested in the project., No other external
sources of financing are available,

The Mission reports that all local currency funds presently
generated from PL-180 sales agreements have been committed for
other projects. While additional local currency funds are expected

to become available in the future, these future availabilities

will not permit obligation at this time for the purpose of this
loan (TOAID 1759, May 27, 1964). In any case, should excess
Local currency become available,tonsideraticn willbe given to the
use of such P.L. L#Q funds.

VIEW OF COUNTRY TEAM: The Country Team recommends this combined
project.

STATUTORY CRITERIA: The statutory criteria have been satisfied,
(See Annex 1I),

ISSUES: None

RECOMMENDATIONS: Authorization of a loan to SUDENE for an amount
not to exceed $18,400,000,

1. Interest and Terms of Repayment. Borrower shall repay the
loan to A.I.D. in United States dollars within forty (LO)
years from the first disbursement under the loan, including
a grace period of not to exceed ten (10) years. Borrower
shall pay A.I.D. interest in United States dollars as
follows: '
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(a) On the disbursed balance of the first eleven
million United States dollars ($11,000,000)
disbursed, three quarters of one (3/h of 1)
percent per annum ; and

(b) On the disbursed balance of the remainder of
the loan, three quarters of one (3/4 of 1)
percent per annum for ten (10) years after
the first disbursement which causes the sum
of all disbursements to exceed eleven million
United States dollars ($11,000,000), End two
{2) percent perrennumrthereafter

2, Other Terms and Conditions.

(a) Equipment, materials and services (except shipping
which shall be procured from the United States and
marine insurance) financed under the loan shgll be
procured from the United States of America or Braeil,

(b) United States dollars utilized under the loan to finance
local costs shall be made available to the Borrower or
its designee through appropriate procedures and shall
be used only for procurement in the United States
(excepting marine insurance),

(c) The loan shall be secured in a mainer satisfactory to
A,I,D,

(d) As conditions precedent to disbursement, A.I.D, shall
require:

i, Arpangements satisfactory to A.I.D. to make
available the cruzeirés for the project,

ii. Employment of qualified U. S. or Brazilian
technical consultants, satisfactory to
A.I.D., to advise and assist in carrying
out of the préject.

iii. Arrangements satisfactory to'A.I,D, 6%,
maintenance of the roads t¢’ be donstructed
or improved.

(e) The loan shall be subject to such other terms.and conditions
as A,I.D, may deem advisable,.

Project Committee:
Loan Officers: HWitoberts/AiGlacin
Counsel ¢ DTrubek ' . .
Engineer ¢ PMcRee .. ﬂ
Desk Officer : WJFeuerli
Drafting Officer : AGBatic
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ANNEX I, Pg, 1 of §
June 9, 1964

STATE OF PERNAMBUCO - HIGHWAY PAVING PROJECTS PE-62 and PE 91

DETATLED DESCRIPTTION OF TYE PROJEQT

A. TIhe Project

Highway PE-91 - Tiis highway 1is & connecting link between BR-5 at
Caruaru and “R-11 a*. Palmares. The section that will be improved extends from
Agre=sting o Caterde, a distance of L2 Km. Practically all of this section has
teen graded. A cenbract is now under way %o ccmpieis tne grading of the final
s2ction,

Tne werk proposed will “onsist of placing sub-base and hase material
and a [ meter bi*umisous surface. rcm O Km a* Agrestina “.o Km 22, a doukle
surface treatmen® will be placed. From Km 22 +o Ky U2 at. the junction with
PE-2 the surface will be a hot mix b em in depth.

liighway PE-62 - This section s.arts a* Km 63 of Highway PE-5 neas
Carpina. It extends for Ly Km, ccrnnectinpg the counties of Carpina, Nazare,
Alianca and Timbauba. The grading of PE-%2 has tLeen completed with the ex-
ception of about 7 Km on the Timbauba and where a ¢cn'ract for grading is now
in progress.

The work proposed wiil consist of placing sut-tass and base course
and a 7 me*2r double surface ‘reatnent. 0 sr ke artire 3ection.

The proposed loan wiii alsc provide ror the procurement of the
services of a gualified consulting engineer o t= seleacted bty the Pernambuco
Pepar tment ¢of Highways (DER) and sutject Lo !pe approval of 1VSAID/NE-R. The
consulting engineer will advige and assis® tne DER .5 -we PFreparaticn of final
plans,. specificstions and estimaies, in supervising tre construction and
inspeciion of the work under the loar. ‘Me coneyltar,s will certify to Borwower
as to the quality and quantity of ihe construction ‘work performed.

B. Engineering Plan

The activity described abvove, which is 1c be *ctally tinanced by the
developmernt 1oan, is considered *o he “echnically sound in accordance with FAA
Section 201(b)(2). The requiremsnts of FAA Section 611 ror completion of
preliminary erngineering plans and a reasonably firm cost es*imate have been
met.

A detailed preliminary estimate of ccs* has teen prepared which
adequately covers the construction werk “c te done under the loan. (See
‘Annex III, Exhibit A for Preliminary cost estimates).

UNCLASSIFTIED
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1., Design Criteria

Des’gn of the two routes will be based on DNER design criteria.
Exnibit E is a fabulation of thz principal features of the DNER standards.
Total swrfacing dapths are based on CBR and Group Iandex values with six ton
whe=l lcads. The following limiting values will apply to the individual
routas:

FE-62 - Design Speed: 60 Km/hour - Maximum grade: 6.0%
Mirimum sight distance: 130 meters - Minimum radius curve: 100
5 - Sub-hase width: 1L meters - Shouldsr width: 3.10 and
RIS meﬁers - paved surface 7 melers - Struziure widith 8.2

PE-9L - Design Spe=d: 60 Km/hour - Maximum Grade: 6.5%.
Minimum Sight Distarce: 130 meters - Minimum Radius of
Curvature: 110 meters - Spoulder widtn: 3.12 and 3.50 meters
Pavad surface: T meters - Structure wiiths: 8.2 meters , curbp
to curt.

2. Surveys and Preliminary Plans

As this projeci will e Tor paving oaly, no locstion survsys were
recessary for the work irzludsd in this loan. rainage swructares have hzen
placed and grading will te ﬂfmpletﬂi in The near future. Soil investigations
hav2 b2en made of the exisiing materials on ’r» roadways and alsd of materials
from possible vorrow and surfacirg materials along the routes, Jepths or
sut-tase, base and surfacing courss=s are de*ermined Ly CRR and Group Zndex
preeeduras in 2cnjunction with in-place materials and materials avaiiatle
airong “he rouha,

3. Conz%rustion Standards

Constructicn procedures d gqualify cf materials will ba governed by
*he provisions of the DNER 8tandard Specifica*ions. The specifications have
hesn reviewed and are complete and adequate o controi the propcsed work.

L. Availability of Local Resources and Equipmen®

The work required under this project will be performesd by contract
on the basis of compe*itive hids. Experierced contractors with adequate
equipment and trained perscnnel are availatle foo performance of the work.
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Plans, specifications and estimates will be prepared by DER assisted
by a consultant procured under the terms of the loan. Control of construction
cperations and quality control of materials will also be accomplished by DER
gss1st=d Ty the consultant.

Selected materials for blending of sub-base and base courses are
availavle at pre-tested sites along the route. Crushed aggregates for base
TaEFoana biminous paving can he produced at quarry sites along each route,
Medium curing asphaits for pbrime cosi and asphalt ceme:nt, for the hot, mix
sirraring and the double surface *“reatment will te shipped from refineries at
Riz ‘rande do Sui cr Sao Painle,

sioti

The propecsed schedule for performancs of the zentract: is shown in
Exhivit D,

Co ECONCHMIC CHARACTERTISTICS OF THE ARBEA TO BE SERVICED

Ihe State of Peraambuco has an arsa of 98,079 square kilometers,
equivalent tc 1.15% of all Brazil. As of 1960, the population was estimated
to be 4,120,000 of which some 37% was urban and 63% r.ral; there were some
16,000 automobiles and 20,000 trucks and buses in circulaticn; there were
1,602 kms of federal roads of which only 346 ims were paved, 2,0L7 kms of
stat> roads of which 120 kms were paved, and 12,500 kms of munizipal roads.,

“he Pernambucc highway systam i: basically made 4p o a syztem cf
rcads which, startiag in Pecife, cpen fanwise 2 *he interior of the country
and iz designed to do two things: (1) Form a conuscting link to tne south
of tte country. and (2) Foster econcmic intepgration between the sugar criented
economy of tn= "Zona de Mata" (vegetal coastal Belh) s "Apresta™ (transi-
*icnal region) and the "Sertao" (semi—arid, westerly reglon) where suvsistence
agriculture and caltle raising have predomina¥-d.

Highway PE-62 torms part of the group ¢! vadial hipghways of
perctration and serves the Northwestern regica of the Staiec. I+ starts on
nighway PE~5 in the city of Carpina and goes to the state line with Paraiba,
serving the cities of Nazare, Alianca and T'imbauva und has n length or L
kilomet=rs, The section Recife -Carpina of nighway PE-9 is already paved, so0
that the paving of PE-62 will not constitite an isolated project but will
maintain the continuity, in the systenatic execution of tre paving plan of the
highways of penetration of the state. The traffic on this highway is already
of considerable volume and a recen* count shows a maximum of 615 vehicles
daily.
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The highway PE-62 is connected to BR-11 north by highway PE-6k4
which links Alianca to Goiana and to which city also converge highways PE-61
and PE-63, the latter providing outflow to the przduction of the Sirigi
valley. on2 of the most fertile in the region, and PE-61 links with Itabaiana,
in Paraiba., a zone or large dairy production furnishing Recife.

Fighway PE-91 connects the cities of Caruaru and Catende. OFf the
ioberior citiag of Peraambuco, Carusru is the most important,.as a commercial,
industrial or live stock raising center. Caruaru is a 2cmmercial emporium
with irter-state influence. The exchanges between Caruaru and Campina Grande
in Paraiba, ars importan®. Ca*tende, together with nearby Palmares constitutes
tne tenter of another economic zone which is the mest important of the wooded
area.

As they re2present two completely distined, 2conomic zon2s, one, that
of Catende, dedicatad solely tc the single cultivation of sugar cane and the
cther, that of Caruaru, a iargs producer of cereals, cotuen, manufactured
projucts and cattle herds, for the supply of meat to the popuiatior, +he high-
way link between the two centers is of vital impertancs.

This function of PE-91 is most important, bvecause the Southern zone
of Faranamouce in the woodad area, does not producs *h2 essential commodities
needad by its population, havirg o impor% them from the rural arzas. Today
bhis importetion is, to a large extent, doce ihrougn Recife, with an increase
in routing of the order cf 235 kilometers, which increases considarabily ths
Price of the products besides facilitating the appearance of middlemen.

PE-9L is )2 kilometers long. It alsc forms an important Yink tetween
twe of the prinecipal highways of the Statz, BR-25 and Fr-11. Ytesides sutstiti-
ting, for somes time, the Southern section of ER-1C paviuy of which, a* prasent
is not thought of. BR-10 nerth, together wvith PE-91 will form *he most im-
portant transverse highways in Pernambuco interlinking *he +phrsa- principal
highways of penetration of the State, PE-5 to the North, and BR-25 10 the
Cexter and PE-2 to the South.

The present trafffc on this highway 1is very lcw dus to +two important
factors: (a) the highway is not finished and, iue to the nature of the 3ilty
clay soils, it becomes completely impassable during rain periods; (b) as a
consequence of the previous inexistence of roads, *heve is no traditicn for
highway traffiz in the region.
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SUMMARY OF COST ESTIMATES FOR PE-62 AND PE-01

EQUIVALENT (*)

CR$ MILLIONS $ THOUSANDS

Construction Highway PE-62 670 1,Ls57
10% for Contingencies 67 146
35% for Consultan® Engineeriag _gé 56

PE-62 Total CR$ 763 $1,659
Construction Highway PE-91 677 1,472
10% for Contingencies 68 1h7
33% for Consultant Engineering _26 57

PE-91 Total CR$ 771 $1,676

(*) Based on CR$ 460 = $1.00

Highway PE-62 - L4 Km or 26 miles

Highvay PE-91 - L2 Km or £5 miles

PE-62 Average Construction Cost - CR$ 17 million per km

or $ 6L thousand per mile

PE-91 Average Construction Cost - CR$ 18 million per Km

or $ €7 thousand per mile
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June 9, 1964

CHECK LIST OF STATUTORY CRITERIA--(ALLIANCE FOR PROGRESS)

Foreign Assistance Act of 1961, as amended, (hereinafter FAA),
Sectlon 102, The loan will further the policy of the Act, as
stated in this Section. Every pessible precaution will be taken
to assure that loan proceeds are not diverted to short-term
emergency purposes (such as budgetary purposes, balance of pey-
ments purposes, or military purposes) or any other purpose not
essential to the long-range economic development of Brazil,

FAA Section 201(d). The interest rate applicable to the loan
is 6 3/4 of 2% per annum. Funds loaned will not be reloaned,

FAA Section 202(c). Foreign Aid and Related Agencies Appropriation
Act of 196/ (hereinafter "App.") Section 117. Funds have been
appropriated by Congress for thigs lomn,

FAA Section 204. The terms and conditions of the loan are in
accordance with standards and criteria established by the
Development Loan Committee. The loan is to be submitted to
DLC pursuant to MO 1251.1.

FAA Section 251(a). The loan will promote econamic development
in Brazil and will contribute to the welfare of its people.

FAA Sectidh 251(b)(1). Brazil is adhering to the principles
of the Aot of Bogota and Charter of Punta del Este and is
showing & responsiveness to the vital economic, political and
social d0ncerns of its people, Brazil has demonstrated a
clear determination to teke effective self-help measures,

UNCLASSIFIED
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FAA Section 251(b)(2). The activity to be financed ig
economically and technically sound.

FAA Section 251(b)(3). The activity is congistent with and
is related to other development activities being undertaken
or planned and will contribute to realizable long-range
objectives.

FAA Section 251(b)(4). The loan will have no foreseeable
adverse affect on the U.S. economy,

FAA Section 251(b), Financing from other free world sources
(including private sources within the United States) on
reasonable terms for the project is not avallable.

FAA Sectia 251(b). The terms of the loan(3/4 of 2% interest,
40 year amortization) are reasonable under. ¢citeumstanceg
affecting the loan and the capacity of Borrower to reépay the
loan.

FAA Section 251(b).. Brazil is making reasondble efforts to
encourage repatriation of ‘capital invested in other countries
by its own citizens.

FAA Section 251(b). There are reasonabls prospects that the
loan will be repaid,

FAA Seablon 251(e). An application has been recdeived for thiy

loan which gives sufficient information and assurahces to indi-
¢ate reasonably that the funds will. he used in an Bconomically

and technically sound menner.

FAA Section 251(g). In view of the nature of the project it

is not appropriate to utilize the loan to assist. in promoting
the cooperative movement in latin America,

‘UNCLASSIFIED.
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16. FAA Section 601(b)(4). The loan will be administered in
such a manner as to encourage and facilitate participation by
private enterprise to the maximum extent practicable.

17. TFAA Section 601(b)(6). In the implementation of the loan,
United States private engineering services, and other services
of United States private enterprise shall be employed. Ameriecan
small business shall be assisted to the maximum extent practiocable
to participate equitably in the furnishing of goods and services
for the project, in accordance with the procedures deseribed in
this section of the Act.

#18. FAA Section 604(a). Equipment, materials and services (except
Marine Insurance) financed for the project under the loan shall
be procured from the United States of Brazil. (Procurement in
Brazil is authorized by the Presidential Determination of
October 18, 1961, as amended.) Dollars utilized under the loan
to finance local costs of the project shall be made available
through appropriate procedures, and, except for Marine Insurance,
shull be used only for procurement in the United States.

®¥19. FAA Section 604(b). Any commodities financed by the loan and
purchased in bulk will be purchased at prices no higher than
prevailing U.S. market prices,

*20. FAA Section 604(d). Loan funds shall be available for Marine
insurance on commodities shipped when such insurance is placed
on & competitive basis, as specified in this section of the Act,
In the event that Brazil diseriminates against any U,S, merine
insurance company, commodities purchased with loan funds shall be
insured against marine risk with a U.S. company, as required by
this sectidn,

¥21., TFAA Section 611(a)(1). Necessary substantive technical and
financial plenning for the project has been completed, and a
reasonably firm estimate of cost of the project to the United
States has been obtained,

#22. FAA Section 611(a)(2). No further legislative action in Hrazil
is required for implsmentation of the project,

UNCLASSIFIED.
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23. FAA Section 611(}), App. Section 101. The project does not
involve a water or related land resource construction.

2k, TFAA Section 611(c)/ Construction contracts to be financed by
the loan shall be let on a competitive basis.

25. FAA Section 619. Kot applicaeble. Brazil is not a newly inde-
pendent country.

26. FAA Section 620 (a) App. Sections 109 (a), 109{b). No assis-
tence will be furnished under this loan to the present gov-
ernment of Cuba, nor does furnish assistance to the present
government of Cuba. Brazil has taken appropriate steps to
prevent ships or aircraft under its registry from ehgaging in
any Cuba trade.

27. FAA Section 620(b). The Secretary of State has determined that
Arazil is not controlled by the International Communist

Movement.

28. TFAA Section 620(c). Brezil is not indebted to any U.S. citizen
for goods or services furnished or ordered, where such a citizen
has exhausted available legal remedies or where the debt 1is
not denied or contested by or the indebtness arises under an
uncondivional guaranty of payment given by Brazil.

29. FAA Sectioh 620(d). ILoan funds will not finance construction
or operation of any productive enterprise which will compete
with United States enterprise.

30. FAA Section 620(e) Neither the governm:nt of Brazil nor any
governmental agency or subdivicion thereof has, on or after

UNOLASSIFIED
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January 1, 1962, nationalized, expropriated or seized ownership
or control of property of any U. S. citizen or firm, taken

steps to repudiate or nullify existing contracts with such
citizens or firms, or imposed or enforced discriminatory taxation
or other exactions or restrictive conditions, or taken other
actions having the effect of nationalizing, expropriating or
otherwise seizing ownership or centrol of property owned by

U. S. citizens or firms, as specified in this section of the Act,
without taking appropriate steps to discharge its obligations,

as specified in this section of the Act.

FAA Section 620(f), App. Sections 109(a). Assistance provided
by this loan will not be furnished to any commgnist country.

FAA Section 620(g). Assistance provided by this loan will not
be used to compensate for expropriated or nationalized property.

FAA Section 620(h). Assistance provided by this loan will not
be used in a manner which promotes or assists foreign aid projects
or activities of the communist bloc countries,

FAA Seotion 620(i). The President has not determined that Brazil

1s engaging in or preparing for aggressive milftary efforts

directed against the United States, or any country recéiving
assigtunce from the United States, or against any country to which
sales are made under PL L80, nor is any basis for such determination
known to A.I.D.

FAA Section 636(h). Brazil will conuribute all additional local
currency needed to meet the cost of contractual and other services
to be rendered in conjunction with the project. Because of
inflation and exchange rate variations it is not possible at

this time to specify precisely the amount of lecal currency

which will be supplied to the project by Brazil,

UNCLASSIFIED
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App. Section 102, Obligations of funds in excess of $25,000 for
engineering fees to any firms or group of firms financed under
the loan will be reported to the committeds on appropriations of
the Senate and House.

App. Section 104. Funds obligated by the loan, and local currency
generated thereby, will not be used to pay pensions, annuidiesg,
etc., as prohibited in this section.

App. Section 111. U. S. Personnel to serve under contracts or
services financed by the loan shall have security clearance.

App. Section 112. Firms which provide engineering, procurement,
and construction services financed by the loan, for the Project,.
and the terms of their contracts, shall be approved by AID.

App. Section 11l. Loan funds will not be used to make any
payment to the U, N,

App. Section 118. Construction work financed by the loan shall
be performed by qualified persons, in accordance with AID
regulations promulgated pursuant to this section.

App. Section 601. Loan funds will not be used for publicity or
propaganda purposes within the United States.

UNCLASSIFIED
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ANNEX IIT - EXHIBITS

Exhibit No, _Page
A. BENEFIT CCST RATIO R I
B. MAPS R R

. OCROSS SECTION DETATL Y -

D. SCHEDULE FQR SURFACING AND PAVING
OF HIGHWAYS 0...l.O.lUU.'.fIII..'O....O‘ 10

E. DESI':}N CRI‘.PERIA O.i...tl..lit.l.'...'i... ll

F. ESTIMATES OF QUANTITIES AND $OSTS ,,4ve.. 12-1€
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BENEFIT COST RATIO

The traffic count shows 350 vehicles per day of which 210 are trucks
over 6 tons. This count was taken in 1962. It has been expanded to 1963, 1973
and 1983 using an estimateqd annual rate of 5% increase in traffiec.

VEHICLES PER DAY

1963 1973 1983
Cars 156 238 388
Trucks 220 358 582
366 596 970

and 9.80 cents rer mile as the cost of operation on a pavad road, both in good
condition. the saving is 4.25 cents per mile feor cars. Also assume that the
save for one truck under 6 ton is equal to double that for one car and the
saving for one *ruck over 6 ton or for one bus is triple that for one car.

The saving for one mile for one day then becomes:

1963 1973 1983
Cars x 1 146 - 146 238 - 238 388 - 388
Trucks over 6 Ton x 3 220 - 660 358 -107k 582 -17h46
806 1313 2134
Benefits (Savings at .
L-1/46) $34.10 $55.70 $90.70

The estimated cost is approcximately CR$17,300,000 per kilometer.
This may be converted to cost per mile per day ir US doilars by the fcilowing
expression:

A X BC , in which
DE

Cost per kilometer in cruzeiros.,

Yearly capital cost factor, at 6% for 30 years
Conversion factor, Km - Mi,

Exchange rate, cruzeiros per US dollar

365 (days in year)

Hoawx
Hon o

I n

UNCLASSIFIED



UNCLASSIFIED

ANNEX III, Pg. 2 of 1b

Exhibit A, Pg. 2 of 3
For PE-62 the expression becomes:

17,300,000 x .0726 x 1.6l = $12.10 per mile per day
0 x 365

Benefit Cost Ratio is:

1963 1973 1983
34.10/12.10 55.70 /12,10 90.70/12.10
2.8 L.6 7.

BENEFIT COST RATIO

PE - 01

The traffic count on PE-91 for a period of one week during October
1962 showed an average of T8 vehicles ver day. This count was taken during
construction of grading and drainage. It is assumed that normal traffic would
be 50 per cent more if no construction operations were under way.

Average Vehicles
Daily Traffic Actual +59%
Cars 344 27 Lo
Buses 8% 6 9
Trucks under 6 Ton 56% 43 65
Trucks over 6 Ton 2 2 3
10 ™ 17

The 1963, 1973 and 1983 traffic has been computed using a 5%
estimatsd annual inerease.

VEHICLES PER DAY

1963 1973 1953

Cars L2 68 105
Buses 9 15 25
Trucks under 6 Ton 68 105 171
Trucks over 6 Ton 3 5 8
TOTAL DAILT 122 193 309

UNCLASSIFIED
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Assuming 14.05 cents Per mile as the cost of operation on earth road
and 9.80 cents per mile as the cost of operation on a paved road, both in good
condition, the saving is 4.25 cents Per mile for cars. Also assume that the

saving for one truck under 6 ton 1s equal to double that for Oone car and the
saving for one truck over 6 ton ‘or for one bus is triple that for one car. The
saving for one mile for one day then becomes:

1963 1973 1983
Cars x 1 ho - kp 68 - 68 105 - 105
Buses x 3 9 - 27 15 - 45 25 -~ 15
Trucks under 6 ton x 2 48 -136 105 -210 171 - 3h2
Trucks over 6 ton x 3 3-_9 5 -15 8 - 2
VEHICLES PER DAY 241 338 546
Benefits (Saving at $9.10 - $14.30 $23.10

L-1/46)

The estimated cost is approximately CR§ 18,350,000 per kilometer,
This may be converted to cost per mile per day in US dollars by the following
expression:

= Cost per kilometer in cruzeiros

= Yearly capital cost factor, at 6% for 30 years
Conversion factor, Km - Mi.

= Exchange rate, cruzeiros per US dollar

= 365 (days in year)

Hoaouwx
I

For PE-91 the expression becomes:

18,350,000 x .0726 x 1.61 = $12.85 per mile per day

L60 x  36Y
Benefit Cost Ratio is:
1963 1973 1983
9.10/12,85 14.50/12.¢5 23.10/12,85
0.71 1,13 1.80

UNCLASSIFIED
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P & Minitnm Wi+ .
™ oy + = <] g 3 § 5
» B o = H o3 sight o 9 Emb
S 9 g.@ ) < -EPE. 1 B n%*a Disthnge -ﬁ-g g-'g E‘g.:
22 |59 ¢ E 33| BEEET 5|25 |59 Slene
+ 3 b e o a o o Q4 60 3 5 & 8 3
d: g S 53 5 zg %0 (4} B S O o ' [ [
(1) | & Alad j2 |R41e2|6) | [265 SEal fs
Flat 100 } Kax 10§ L30 | 200 800 3 <0 -
Sppoial Over Rolling -{ 80 {uin 2} 280 150 | 500 L {75 Z.S -
. 3000 Mountain | é0 160 {100 {300 5 - {240 -
: Over . Flat 100 | ¥ax 81 3L0 {150 {800 3 2,5 -
Class I {1000 Rolling 80 )Min 2} 200 j100 {500 | I 7.0 |2.0 | =
- Mountain 60 100 65 {300 6 15 | =
_ 500 Flat -] 80 yxax 81| 200 {100 3 16,02.6 | - - <

Class II to Rolling 60 Y uin 2| 110 65 L 7.0 =t §

. . S {e 105 -

} . 1000 Kountain | L0 30 35 [3 1.2 -

. Jless Flat 60 |Max 81 110 65 L j6.0t1,0 -
Class III |Than Rolling Lo {min 2 50 35 5 {7.0 |1.0 -
- 500 Mountain 30 30 25 7 1,0 -
¥ ” B
1 (1) = Whensver a traffic of over 3000 ADT is anticipated, the roadway design is expected to be drafted to
inoclude two independent lanes, after imterconneoted. The same a plies to steep areas where 2000 ADT
pe P :
is anticirated, : : :

(2) - Special and Class I roads - All curvature of less than 600 meters shall be transmitioned with transition
curves with radli in direot proportion to the length. CRass II § III roads, Transition Curves shall be
adopted for curvature radius of less than L0 meters, The transition to be used may be one colled

- eiroular transition with double radius. . : .
(3) = Values are maximun for seotions up to 1000 meters above sea level. They shall be redused 5% for

- altitudes over 1000 meters. They may be inoreased 1% for lengths of seotions uf to 900 meters on flat
terrain, 3000 meters in folling terrain ard 150 meters in mountainous terrain,

'.(h) éOn the roads containing two indeperdent roadways with 2 lones on each roadway, the roadwyxy should
7 meters wide. Curves will be widened where required by design speed and radius of Curvature,
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Section - Km

Sel=ct borrow Tor
Haul of seleot [aleb
Preparation ¢r EXite
compacting syuh-hag
Processing & comp
Application of Frim
Construct deutt =

—;

g) Haul of s
hi Asphalt £
1) Asphalt
2nd Sectior
a) Sslect horr , M3 FENE
tY Haul of selent Lorrow (av. & Kom) TLor i, 007
2) Freparation or sut: -grais prioessing M3 aL,007
& compacting sul--Lass
(d) Processing & Compactiig watoe hiona facadam M= 23,000,
base (incl. Tursishing zgat
(e) Haul of base aggrogat- 5 K Tor LY 000
7) Processing & com soting snaulder materigl M= 14,000
g) Application or Prime 1) M2 170,002
h) Construct bit Tlant i, axnish. M=z 5,600

aggregate, hauling +o
Haul of aggregai:s for o
Quarry to plant)
Asphalt for prime (Mc-1) Tern 2L¢
Asphalt for Plani mix (aC 35-100) Ten 527

PE-91 is L2 Knm Long *Y7AL PROSEQT FE-91

Av.

Cost per Km. - CR$15,125,000

£,432,000

14,160,000
49, 480G, 000
374,192,000

677,261,000

108,200

815,500

1,472,300
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PE-62 BSITVATE OF QUANTIIIES & COSTS
(rasze1 on CR$ 5507 < $1.000

Cr$ $Equivelent,
lst Section - Km 0 - 25 RN giiﬁiiil. Ur it ozt Total ozt Ictel Cos*
(a) select Borrow ror Rase M 30,000 270 21,600,007 57,000
Eb) Haul of Select Borrsw (Av.9 Km) Ton 140,000 e 67,200, 0G5 1h6,000

c) Processing & compa- ting oF existing M3 57,000 Q30 5i;15C,00C 111,208
subgrade for sub-bass
(d) Blending enlst1n~ 3 Mz 72,000 1,200 36, 102, 000 187,800
borrow & processing i SO g * has
Ee) Application oF Pv.me oat RN M2 202,000 30 h,OOC;OOO 12,020
f) Construct doublz surfa.s iyest: {1l M2 175,000 270 47,250,000 1Ce,
AC agpplication & fursd
) Haul of surfac: +reatm Tor. 9:500 =8¢ 5,510,000 12,000
L) Asphalt for Prime (Mo Tz 230 59 o0C 19,470,005 2,307
i) Asphalt for Surfac: T Torn 550 5,000 29,700,000 6L EC0
33%,28C,000 TRC. o0
2nd Section - Km 25 - Lk
a) Select Borrow for Sic-tas- ani Snouedsrs Mx £L,000 250 1€,00C,005 34,80C
D) Haul of select torrow {a+e 9 Km) Tor 9%,.000 L2o 39,480,056 85,800
) Preparation of sirgrads A Treosssing & M3 80,00C 1,200 95,003,000 208,700
compacting subbass and shoulders:
(d) Excavation of r.cx ourtcr pping and M3 31,900 1,660 51,460,000 111,300
crushing for base
(e) Construction ¢f crushed tas= (inal. hauling M3 31,000 1,790 55,490,000 120,600
spreading, processing zna compa.iiorn)
Ef) Ap. ication of Prime Cos® (MC-1) M2 150,000 3C L ,500,000 9,800
g) Construct doubie surfa-s treatmend (incl. M2 130,000 270 35,100,000 76,30C
AC application & ;uv 1ishing & haul. aggregats)
gh) Asphalt for Prime {MC-1) Ton 250 23,000 14,750,000 32,000
1) Asphalt for surfase trestment (Ac 250-200) Ton 430 sk, 000 23,220,000 50,500 g?
336,000, 000 730,400 &
PE-62 is 4k Km. Long TOTAL PROJECT FE-62 670,280,000 1,457,100 &
Av. Cost per Km - CR$15,23%,000 :
e
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PROJECT PROGRAM OF
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USE OF P.L. 480 CRUZEIROS BETWEEN

JUNE 1, AND DECEMBER 31, 196k

A. Availability

B. Utilizaticn

P Ve Ve Vo P
OV Ly NS

e e, e e e et

Power

Roads

Industrial Development
BNDE

Northeast
Miscellaneous

Details of Utilization

A. Pover

PN TN N TN TN
e N0

e e e e e

TURNAS

OnlG

CEMAT

Passo Real
Caxias de Sul

Goias
Parana

¢, Industrial Development Banks

(
(
(
(

W N

)
)
)
)

FINASA

Santa Catarina
CODEPAR

Bahia

(Billions Cr$)

120.
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(Billions Cr$)

D. BNDE 20.
E. Northeast 10.
F. Cortingercy 10. 119.2
Prcjectz by Degree of Readlness For
Ican Autheorization
A. M-szicn authorized {next step signing cf
cbligating document)
(1) FJIRNAS k.5
(2) (EMAT 2.9
7!&
B, Prcjeats with Feasibility Study

ir rand under intensive review

(1) CEIG 10
(2) Goias Roads 10.8
(2) Parana Roads 10.5
(1) cemIo 2.
(5) Caxia< de Sul 1.5
{6) Vargas Foundation 2.
36.8

;. TFeasirility Study being reviewed

(1) Passo Real 10.

D. Projects where discussions with Borrower and
preliminary evaluation indicate reasonably
firm assurance of project feasibility

(Development Banks)

(1) FINASA 18.
(2 Santa Catarina L.,
(3) CODEPAR 5.
(4) Bshia 2.




E. BNDE (Mission already approved in
principle Cr$2.8 billion and has under
study another Cr $7 billion in projects

Y]

« Northeast

G. Contingency

Grand Total

A.
B.
C.
D.
E.
F.
G.

Grand Total

T.b
36.8
10.
28.
20.
10,
10.

122.2

UNCLASSIFIED
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EXHIBIT F, Pg. 5 of §

(Billions Cr$)

10.

lo.



DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
Washington 25, D, C,

UNCLASSIFIED
AID-DLC/P-165/£/A DRAFT
AID Loan No, 512-L-015
ANNEX IV, Page 1 of 2
June 9, 1964
AMENDED LOAN AUTHORIZATION
Provided from: Alljance for Progress Funds
Brazil: Combined Highway Project

Pursuant to the authority vested in the Administrator, Agency for
International Development, I hereby amend the Loan Authorization dated
June 29, 1963, to read as follows:

Pursuant to the authority vested in the Administrator of the Agency for
International Development ("A.I.D.") by the Foreign Assistance Act of
1961, as amended, and the delegations of authoritiy issued thereunder and
after consultation with the Development Loan Committee, I hereby authorize
Lhe establishment of a loan pursuant to Part 1, Chapter 2, Title VI,
Alliance for Progress, to the Superintendencia de Desenvolvimento do Nordeste
(Borrower) of not to exceed Eighteen million four hundred thousand United
States dollars ($18,400,000) to assist in financing the cost of goods,
materials and services to construct or improve 291 miles of state high-
ways of Northeast Brazil, this loan to be subject to the following terms
and conditions:

1. lInterest and Terms of Repayment. Borrower shall repay the loan to
A.1.D. in United States dollars within forty (4O) years from the
first disbursement under the loan, including a grace period of not
to exceed ten (10) years. Borrower shall pay A.I.D. interest in
United States dollars as follows:

(a) On the disbursed balance of the first eleven million
United States dollars ($11,000,000) disbursed, three
quarters of one (3/L of 1) percent per annum; and

(b) On the disbursed balance of the remainder of the loan,
three quarters of one (3/h of 1) percent per annum for
ten (10) years after the first disbursement which
causes the sum of all disbursements to exceed eleven
million United States dollars ($11,000,000), and two
(2) percent per annum thereafter.

UNCLASSIFIED



UNCLASSIFIED
- ANNEX TV, Page 2 of 2
2. Other Terms and Conditions.

(a) Equipment, materials and services (except shipping which
shall be procured from the United States and marine
insurance) financed under the loan shall be procured
from the United States of America or Brazil,

(b) United States dollars utilized under the loan to finance
local costs shall be made available to the Borrower or
its designee through appropriate procedures and shall be
used only for procurement in the United States (excepting
marine insurance).

(c) The loan shall be secured in a manngr satisfactory to
A I,D,

(d) Ae conditions precedent to disbursement, 4.7.D., shell
require:

1. Arffangements satisfactory to A,I.D..to make
available the cruzeiros for the project.

1i. Employment of qualified U. S. or Brazilian
technical consultants, satisfactory to
A.I.D., to advise and assist in carrying
out of the project,

iii. Arrangements satisfactory to A,I.D, for
malntenance of the roads to be constructed
or improved.

(e) The loan shall be subject to such qtper terms and conditions as
A.I.D, may deem advisable,

Administrator

Date
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