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MEIORANDUM FOR THE DEVELOPM4E1T LOAN CO12LITTEE 

SUBJECT: Brazil - Combined Highway Project
 

Attached for your review are the recommendations for
authorization of a loan in 
an amount not to exceed $18,400,000

to the Superintendencia de Desenvolvimento do Nordeste to assist

in financing the cost of goods, materials avid 
services to construct
 
or improve 291 miles of state highways of Northeast ]razil,I
 

On June 29, 1963, the A. I.D. Adlmiistrator aii.thorized .fi$1,000,000 combined hirhwa: Ioan for :'orLheast .razil(See AID-DLC/P-165)land,on Tebrfafy1.,P(,, 1964-isigpedcan. amended Ioa aiuthorization in the amount
of 15,000,000, increasinir the ori-iral oa, by 14',000,000
(See AID-DLC/P--165/1). .fhe attacier ame dment will increase the amount
 
of' the ].on, 1- "3,1,0(),1)O,
 

This ]na;, pu .[ ,.:]uje..l ,' r -us:fz then'.,sirleration .
DcvelopmetiG T.oati btafV (:oimnitLee at, its me&',i,,io Tu e 12, J9611. a id a t elephone pol.l of DLC members will be uuirJted i;.odietermine
whetLber the DLC members approve wit:hout a DLG meetiiq or request a
DLC meetinrr for the consideration of this proposal. 

Pachel C. I'oers

Ass ,a,iL heci,' Ito.r 
Development Loan Committee 

Attachments:
 
Memorandum
 
Summary and Recommendations
 
Annexes I-l-v
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June 9, 1964
 

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
 

SIT..'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,O00 to $18,400,O00o The additional $3°4 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: 
I. On June 29, 1963, the A.l.D. Administrator authorized
 
an $11,000,000 combined highway loan for Northeast Brazil as
 
part of the overall U. S. - Brazil agreement to assist in
 
financing the development of Northeast Brazil. 
 The loan
 
provided for the construction and paving of six projects

(403"kms) in the states of Yaranhao, Paraiba, Rio Grande do
 
Norte, Alagoas and Ceara. The borrower 
Superintendencia de Desenvolvimento do Nordeste 
SUDENE);

the state highway departments of the relevant, states, which
 
will be the executing agencies, will receive the loan proceeds 
on a grant basis from b'UD-F.-. .ubseauently the amount of -he
loan was increased b:y .L millio:. to include the PE-2 road 
construction paving ii.the 
".ate of Pernambuco. The thus
 
amended loan was authorized o: %ebruary 17, 1964 for the total
 
amount of $15,000,000. 
.ecent events in 'razilmake appropriate

the immediate inclusion of the 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 $l0OO,o00 to $18,h00,00,
 

* PE-62 and PE-91 
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2. 'As in the previous increase of $4 million the
 
proposed authorization increase of $3.4 million i. e.
 
altogether $7.4 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 $18.4 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 $7.4 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$460=US$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$1; since February 1964 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. 
Should not enough cruzeiros be
 
generated by such conversions, the Borrower will be
 
required to provide the additional funds.needed to complete
 
the Yroject. ThiszobJigatio6 will be imposed'by a new
 
standard 1'ovisibn which will be used on 
all Brazil loan
 
agreements.
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4. It is AID's judgment that the paving of the approximately 86
kilometers of PE-62 and PE-91 in Pernambuco state requested to befinanced is economically and technically justified, should be given a
higm priority and should be financed. 
The cost of paving was estimated
 
by the BPR as follows:
 

Dollar 
Equivalent 

Cruzeiros Dollars (CR$460=US ) 

Faving & Related 
costs PE-62 CRW3670,280,000 $ 1,457,100 

Paving & Related 
costs PE-91 677,261,000 1, 472,300 

C;ontingency (10% 
of each project) 134,754,100 292,943 

Engineering (3-1/2%) 1122782 112,782 

TOTAL $ 112,782 
rand total in 

dollars & dollar
 
equivalent $3,335,125
 

A detailed technical analysis is attacned hereto as Annex !.Insammary this Annex shows that (1)highway PE-62 is part of the groupof radial highway penetration, starting on highway PE-5 near the Cityof Carpina and connecting four counties over 44 kms to the State linewith Paraiba, one of the most fertile areas of the region, and (2)highway PE-91 connects the cities of Caruaru and Catende, over the
distance of 42 kms, connecting two distinct but complementary economic
 
zones, thus constituting a vital economic artery.
 

5. The discussion in the original loan paper (AID-DLC/P-165)
regarding the use of the Special Letter of Credit procedure (p.12) is
equally valid in connection with the proposed amendment, and is incor­
porated by reference.
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The discussion in the original loan paper on the question
 
of cost estimates is however, modified in accordafice 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 460 rate
 
was reasonably related to the value of the cruzeiro. Under these
 
circumstances, therefore, conversion at the h60 rate yields
 
relatively accurate dollar amounts. Thus, the $3.h million
 
figure for the PE-62 and PE-91 Pernambuco projects, as well as
 
the $b 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 lighway 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 dollar 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
 
been 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 draft loan authorization, 
providing for an increase cf he loan to cover the costs of the 
PE-62 and PE-91 highway projects, are attached herewith.
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AID-DLC/P-165/9
 

June 9, 1964
 

BRAZIL - COMBINED HIGHWAY PROJEUT 

TABJE OF CONTENTS Page 
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AID-DLC/P-165 it
 
June 9, 1964
 

NORTHEAST BRAZIL 

AMENDED-COMBINED HIGHWAY PROJECT 

SUMMARY AND RECOMAENDATIONS 

1. 	BORROWER: The Superintendencia de Desenvolvimento do Nordeste
 
(SUDENE), the Superintendency of Development in Northeast Brazil.
 
The State Highway 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
 
projects.
 

2. 	AMOUNIT OF THE LOAN: 
 A loan of up to $18.4 million. Total costs 
of the nine projects combined in this loan are estimated at 
Cr$8,488 million. l/ 

Dollar proceeds will be made available through special

letters of credit which can only be used for U.S. procurement.
 
One cruzeiro counter-value of these proceeds will be made
 
available 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.
 

3. 	 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 1964 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.
 

_/ 	Exchange rate used is Cr$460-$l.oo. This rate prevailed both
 
at the time the application 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 
unit 	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 period 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 pro­jects constitute a relatively small part of the total highway program.
 
4. 	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 High­way Development program.
 

5. 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 implementation 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, 1964 for this project has been credited to the U.S.

Government's commitment.
 

The specifications, cost and preparatory engineering on 
these
road 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.
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6. 	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-i in Paraiba; 50 kms on
 
route RN-4 in Rio Grande do Norte; 44 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.
 

7. 	AVAILABILITY 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-480 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,tbnsAjerai{n wiiijbe given to the
 
use of such P.L. WPO fTnds.
 

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

9. 	STATUTORY CRITERIA: The statutory criteria have been satisfied,
 
(See Annex II).
 

10. ISSUES: None
 

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

1. 	Interest and Terms ofRepayment. Borrower shall repay the 
loan to A.I.D. in United States dollars within forty (40)
 
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 ($U1,O00,000)
 
disbursed, three quarters of one (3/4 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 disbbreement which causes the sum
 
of all disbursements to exceed eleven-million
 
United States dollars ($11,000,000), bnd two
 
(2.) Percnt perarnnumrthereafter.
 

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 loa) to finance 
local costs shall be made available to the BQrrower 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 naiiner satisfactory to
 
A.I.D.
 

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

i. Arrangements satisfactory to A.I.D. to make
 
available the crueiros 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 pr6ject.
 

iii. 	Arrangements satisfactory to'A.I.D. ffti
 
maintenance of the roads tobE onstructed
 
or improved.
 

(e) 	The loan shall be subject to such other termasand conditions
 

as A.I.D. may deem advisable.
 

Project Committee:
 

Loan Officers: Hbts/ i.~ie
 
Counsel : DTrubek
 
Engineer : McRee
 
Desk Officer : WJFeuerl.li-


Drafting Officer : AGBatic 

http:WJFeuerl.li
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June 9, 1964 

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

DETAILED DESCRIPTION OF TI1E PROJECT 

A. The Project 

Highway PE-91 - This highway is a conn.ectingCaruaru anld 4 link between BR-5 ati!R-l1 a Palmares. The section Iiha, willAgresfina 0oCa-.ende, be improved extends froma dist ance of 42 Kai. Practically all of this sectiont-een graded. A contract is hasnow under way to ccmplete tne grading ofsec< Ion. the final 

The work proposed will cornsls cf plac:ing sib-baseand arid base materiala T meter bi.uminous surface. Frcm 0 .Km a, Agrest.ina 'o Kmsurface treamert will be placed. From 
22, a double
 

Km 22 la Kirm 42 at. the junciion with
PE-2 '-he sirface wili be a hot mix 4 cm in depth. 

Highway PE-62 - Tnis section 6'.arIs a. FriCarpiba. It extends 63 of Highway PE-5 nearfor 44 K., ccnnec,:-n8 the counties of Carpina, Nazare,Alianca and Timbauba. The grading of PE-62 has t,een completed withception of about the ex­7 Km on the Timbai.ba and where a con, ract for grading is now
in progress.
 

The work proposed wiil consist 
and a 7 me*er 

of jIr : ut-.,ase and base coursedouble sur ace 
I reatne,,r,-, o- e 'r-,.?er" ire sec.ion. 

!he proposed loan wal, ulsc, provide :(,,i .he pr'oc'iernent of theservices of a Tialified consultring engineer to te selectedDepartment of 'Highways (DER) 
by the Pernambuco

and sutject
consulting engineer 

to !ne appro-al of lSAID/NE-B. Thewill advise ard assis, tne DFR , -,e preparaticn of finalplans., specifications and esfimates, in s-,pervisinginspection the -nIstrijction andof the work under the loan. The consula,,' will certify to Borroweras to the quality end quantity of the construct-on'work perfotmed. 

The acti-riy described above.', which is --,z bedevelopment .orally financedloan, is considered by the-o te tecn.nicalij soun! in accordanceSection 201'b)(2). The requirements with FAA
of FAA Section 611preliminary engineering plans 

for completion ofand a reasonably firm cos t es'imate have been 
met.
 

A detailed preliminary estimate
adequately covers the 

of ccst has beern prepared whichconstruction work -c [.e done under the loan.Annex III, Exhibit A for preliminary cost estimates). 
(See 
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ANNEX I, Page 2 of 5
 

1. 	Design Criteria.
 

Desf*gn of the two routes will be based on DNER design criteria.
 
Extaibi!, E is a tabulation of the principal featares of the DNER standards.
 
To'.al s,.rfacing depths are based on CBR and Group Index values with six ton
 
whe, L IcadS. Tne following limiting values will apply to the individual
 

FE-62 - Design Speed: 60 Ki/hour Maximum grade: 6.0% ­
Mrnim'an sight distance: 130 meters - Minimsm radius curve: 100 
- - Sub-base width: IL meters - Shoulder width: 3.10 and 
I.". - 7 meters S , e widthmeters paved sus face 8.2 

meters. carb to cucrb. 

PE-91 - Design Speed: 60 Km/hour - Maximm Grade: 6.5%. 
Minimum Sight Distartce: 130 meters - Minimun Radius of 
Ctrvature: 110 meters - Snoulder widt.:i: 3.) and 3.50 meters 
Paved su'face: T meters - Structure wilths: 8.2 meters, curb 
to curt. 

2. 	Surveys and Preliminary Plans
 

As this project wilL be for paving only, r.o location surveys were 
necessary for t.e work ir.?iudei in this loan. Drairiage svruct-cAies have ber. 
placed an grading will be completed in ,le near future. Soil in,'estiwaticons 
have been made of the exist in, mat raL._- on 1re roadways !Ind also oC materials 
from poss bie borrow and surfacr,g materials sites along the routes. Depths of 

,sr-tas. base and surfaclng cour' es are die 4 e i ned 1.by CBR and Group -ndex 
prced.,res In ccnju:)iction with in-place mteria s and iriaerials avai. a'ie 
along .he roi-;e. 

3. 	 Cons-t_-uction Standards 

Construction procedures ,nd quality cf materials will be go-,verned by
4,ne provisiojs of the DNER Standard Specifications. The specifications have 
been reviewed and are complete and adequate to con.roi the propcsed work. 

1. 	 Availability of Local Resources arid Equipment 

The work required under this project, will be performed b-y contract 
on the basi- of competit ive bids. Experienced co':tractors wlt, adequate 
equipment and trained peronne l are available fCc,. performance of the work. 
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ANNEX ; Pg. 3 of 5
 

Plans, specifications and estimates will be prepared by DER assisted
by a consultant procured under the terms of the loan. 
Control of construction
cperntions and quality control of materials will also be accomplished by DER
 
ass 
sted by the consultant.
 

Selected materials for blending of sub-base and base courses 
are
nvuiahle at pve-tested sites along the route. 
Crushed aggregates for base
2or-5s ar a bVl.,annous paving can he produced at quarry sites along each route.Median cr,-ing asphaits for prime cost and asphalt cemert for the hot mix
surfaing and the double surface treatment will be shipped from refineries at
RI.-; 7fande do Sul cr Sao Pail. 

The proposed schedule for performance of the contracts is shown it:
 
Exlhil V.
 

C. ECONOMW CHARACTERISTICS OF 511E AFA ') BE SE!VICED 

Ihe State of Pernambco has an 
area 
of 98,079 square kilometers,
equivalent tc 1.15% of all Brazil. As of 1960, the population was estimated
to be 4,20,000 of which some 37% was urban and 63% rural; there were some
16,000 automobiles and 20,000 trucks and buses in circuiation; there were
1,602 kms of federal roads of whicn only 346 Ins 
 were paved, 2,047 kms of
state roads of which 120 Ions were paved, and 12,500 Ilns of munioipal roads. 

The Pernambuco highway systm is Lasically made jp of a system cf
rcads wnich, starting in WecirO, open fanwise Q U'hy interior of the country
and is designed to do two things: 
 (1) Form a conNecting link to tne south
of tU e coantry, and (2) Foster econcmic n~egratitn between the sugar oripnted
economy of te "Zona de Mata" (vegetal coasral WI t h ?Arese " (transi­ticnal region) and the "Sertao" (semi-arid, w+ .. rg:n)
, where sfusistence
agriculture anid 
cattle raising have predomina'd.
 

Highway PE-62 forms part of the grouip of radial highways of
penetrat ion and serves the Northwestern regicn of the Statc. 
 it starts on
highway PE-5 in the city of Carpina and goes to the state line with Paraiba.
serving the 
cities of Nazare. Alianca and Iimb:auba and has a length of 44
kilometers. 
 The section RecifY-Crpina of highway PE-5 is already paved, so
that the paving of PE-62 will not 
constitute an isolated projecl but will
maintain the continuity, in the systematic execution of tne paving plan of the
highways of penetration of the state. 
The traffic on this highway is already
of considerable volume and a recent count shows 
a maximum of 615 vehicles
 
daily.
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ANNEX I, Pg° 4 of 5 

The highway PE-62 is connected to BR-11 north by highway PE-64
which links Alianca to Goiana and to which city also converge highways PE-61
and PE-63, the latter providing outflow to the production of the Sirigivalley, one of the most fertile in the region, and PE-61 links with Itabaiana,
in Paraiba. a zone of large dairy production furnishing Recife. 

Highway PE-91 connects citiesthe of Caruaru and Catende. Of thei:. ten'o citiesf of Pernambuco. Carua.ru is the most. important.as a commercial,indiustrial or stock center.live raising Caruaru is a omimercial emporiumwitlh ir.er-state Influence. The exchanges between Caruaru and Campina Grandein Pa_-aiba, are important. Catende, together with nearby Palmares constitutesth-.e --nter of another economic zone which is the most important of the wooded 
area.. 

As they represent two completely distinct economic zones, one, thatof Catende, dedicated solely tc the single culti.ation of sugar cane and the ... er that of Ca-uaru, a large producer of cottcn,cereals, manufacturedproiu.ts and cattle herds, for the supply of meat to the population, the high­way link between the two centers is of vita) importance. 

This function of PE-91 is most important, because the Southernof' Fe-rnamouco zonein the wooded area, does not produce the essential commoditiesneeded by its population., having to import them from the rural areas. Todaylhi.s impo-tation is, to a large extent., done through withRecife. an increase
in r.-o.:. ing of the order of 235 kilometers, which increases consideraly

pr'.ce -If the products besides facilitating the 

the 
appearance of middlemen. 

P.E-91 is 42 kilometers long. It also forms an Lrporrani; ink b'etweeniwo of' the principal highways of the State, BR-25 a!!d . .- iI, hesides suLs.i±­ting, for some time, the Southern section of IR-1O pn% in[!, of whi.ch , at presentis not thought of. BR-1O north, together oith, PE--9 wilIW.', form most in­portant transverse highways in Pernambuco in, ,erlinking the thre- principalhighways of penetration of the State! PE-5 to the- North., and 'ER-25 1o ih,_
Center and PE-2 to the South. 

The present ontrafffc this highway is very low due to two importar.tfactors: (a) the highway is not finished and, due to the nat.e o f the siltyclay soils. "it becomes completely impassable during rain periods; (b) 
as a
consequence of the previous inexistence of roads, there is rno tradition for
highway traffic in the region. 
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of 5 
SUMMARY OF COST ESTIMATES FOR PE-62 AND PE-91 

EQUIVALENT (*) 

CR$ MILLIONS $ THOUSANDS 

Construction Highway PE-62 670 1,457 

10% for Contingencies 67 146 

32- for Cons iltant Engineering 26 56 

PE-62 Total CR$ 763 $1,659 

Construction Highway PE-91 
 677 1,472
 

10% for Contingencies 
 68 
 147
 

314 for Consultant Engineering 26 
 57 

PE-91 Total CR$ 
 771 $1,676 

(*) Based on CR$ 460 = $1.00 

Highway PE-62 - 44 Km or 26 miles 

Highway PE-91 ­ 42 Km or 25 miles
 

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

or $ 64 thousand per mile
 

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

or $ 67 thousand per mile
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CHECK LIST OF STATUTORY CRITRIA.(ALLIANCE FOR PROGRESS)
 

Foreign Assistance Act of 1961, a's amended, (hereinafter FAA),

Section 102. The loan will fthrther the policy of the Act, as
 
stated in this Section. Every possible precaution will be taken
 
to assure that loan proceeds are not diverted to short-term
 
emergency purposes (such as budgetary purposes, balance of psy­
ments purposes, or military purposes) or any other purpose not
 
essential to the long-range economic development of Brazil.
 

* 2. 	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.
 

* 3. FAA Section 202(c). Foreign Aid and Related Agencies Appropriation
 
Act of 1964 (hereinafter "App.") Section 117. Funds have been
 
appropriated by Congress for this loan.
 

* 4. 	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.
 

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

6. 	FAA Sectidn 251(b)(1). Brazil is adhering to the principles

of the Aot of Bogota and Charter of Punta del Este and is
 
showing a responsiveness to the vital economic, political and
 
social daOcerns of its people. Brazil has demonstrated a
 
clear determination to take effective self-help measures.
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7. FAA Section 251(b)(2). 
 The activity to be financed is
 
economically and technically sound.
 

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

objectives.
 

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

10. 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 available.
 

11. FAA Sectiai 251(b). 
 The terms of the loan,/. of 2% interest,
40 year amortization) are reasonable under.cir'umstances

affecting the loan and the capacity of Borrower to repay the
 
loan.
 

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

*13. 
 FAA Section 251(b). There are reasonable Prospects that the
 
loan will be repaid.
 

*14. FAA Section 251(e). 
 An application has been reideived for this 
loan which gives sufficient information and assurances to indi­6ate reasonably that the funds will be used in an bconomically
and technically sound manner.
 

15, FAA Section 251(g). 
 In view of the nature of the project it
is not appropriate to utilize the loan to asaist in promoting

the cooperative movement in latin America,
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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. 	FAA 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. American
 
small 	business shall be assisted to the maXimum extent practicable

to participate equitably in the furnishing of goods and services
for the project, in accordance with the procedures described 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,

shall 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 a competitive basis, as specified in this section of the Act.
 
In the event that Brazil discriminates against any U.S. marine

insurance company, commodities purchased with loan funds shall be

insured against marine risk with a U.S. company, as required by

this section.
 

*21. 	FAA Section 611(a)(1). Necessary substantive technical and
 
financial .planning for the project has been completed, and a
 
reasonablyifirm estimate of cost of the project to the United
 
States has been obtained.
 

*22. 	 FAA Section 611(a)(2). No further legislative action in trazil
 
is required for imniementation of the project.
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* 	23. FAA Section 611( ),App. Section 101. The project does not
 
involve a water or related land resource construction.
 

* 	24. FAA Section 611(c)/ Construction contracts to be financed by
 
the loan shall be let on a competitive basis.
 

* 	25. FAA Section 619. Not applicable. Brazil is not a newly inde­
pendent country.
 

* 	26. FAA Section 620 (a) App. Sections 109 (a), 109(b). No assis­
tance 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
 
Brazil is not controlled by the International Communist
 
Movement.
 

* 28. 	FAA Section 620(c). Brazil 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 is
 
not denied or contested by or the indebtness arises under an
 
unconditiofal guaranty of payment given by Brazil.
 

* 29. 
FAA Sectioh 620(d). Loan fUnds will not finance construction
 
or operation of any productivb enterprise which will compete
 
with Unite6 States enterprise.
 

* 	30. FAA Section 620(e) Neither the governmrnt of Brazil nor any
 
governmental agency or subdivision thereof has, 
on or after
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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 control of property owned by
U. S. citizens or fins, as specified in this section of the Act,

without taking appropriate steps to discharge its obligations,
 
as specified in this section of the Act,
 

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

* 	 32. FAA Section 620(g). Assistance provided by this loan will not

be used to compensate for expropriated or nationalized property.
 

* 33. 	 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.
 

* 34. 	FAA Section 620(i). The President has not determined that Brazil

is engaging in or preparing for aggressive milftary efforts

directed against the United States, ir any country receiving
assistance from bhe United States, 
or against any country to which
sales are made under PL 480, nor i 
any basis for such determination
 
known to A.I.D.
 

* 35. 	 FAA Section 636(h). Brazil will contribute 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 local currency

which will be supplied to the project by Brazil.
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* 	 36. 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.
 

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

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

* 39. 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.
 

* 	40. App. Section ll4. Loan funds will not be used to make any 
payment to the U. N. 

* 41. 	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,
 

* 	 42, App. Section 601. Loan funds will not be used for publicity or 
propaganda purposes within the United States 
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BENEFIT COST RATIO
 

PE - 62
 
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 estimated annual rate of 5% increase in traffic.
 

VEHICLES PER DAY
 
Cars 
 1963 
 1973 
 1983
 
ru'cks 
 T6
22014cs _TU388
358 
 582
 

366 
 596 
 970
 
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.
save for one Also assume that the
truck under 6 ton is equal to double trnat 
for one 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 
 146 - 146
Trucks over 6 Ton x 3 
238 - 238 388 - 388
220 - 660 
 358 -iO74 
582 -1746
 

806 
 1313 
 2134
 
Benefits (Savings at
4-1/46) $3.10 
 $55.70 
 $90.70 
The estimated 
 cost is approximately CR$17,300,000 per kilometer.
This may be converted to cost per mile per day in US dollars by the fcilowing
expression:
 

A X 
BC , in which
 
DE
 

A = Cost per kilometer in cruzeiros.

B = 
Yearly capital cost factor, at 6% for 30 years
C = Conversion factor, Km - Mi.
D = 
Exchange rate, cruzeiros per US dollar
 
E = 365 (days in year)
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For PE-62 the expression becomes:
 

17,300,000 x .0726 x 1.61 = $12.10 per mile per day 
460 x 365
 

Benefit Cost Ratio is:
 

1963 
 1973 
 1983

34.I0/12 10 55.70/12.10 90.70/12.10
2.8 
 [.6 
 7.5
 

BENEFIT COST RATIO
 

PE - 91
 

The traffic count on PE-91 for a period of one week during October
1962 showed an average of 78 vehicles per day.
construction of grading and drainage. 
This count was taken during


It is assumed that normal traffic would
be 50 per cent more if no construction operations were under way.
 

Average 
 Vehicles
 
Daily Traffic Actual +50%
 

Cars 
 34% 
 27 4o
Buses 
 8% 
 6 9
Trucks under 6 Ton 
 56t 
 43 65Trucks over 6 Ton 
 2 3
 

n1-

The 1963, 1973 and 1983 traffic has been computed using a 5%
 

estimated annual increase.
 

VEHICLES PER DAY
 

1963 
 1973 
 1983
 

Cars 
 42 
 68 105
Buses 
 9 15 25
Trucks under 6 Ton 
 68 105 171
Trucks over 6 Ton 
 3 5 8
 
TOTAL DAILY 
 122 
 193 309
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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.saving for one truck under 6 
Also assume that theton is equal to double that for one car and thesaving 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 l 42 -42 68 68
- 105 - 105
Buses x 3 
 9 - 27 15 - 45 25 - 75
Trucks under 6 ton 2x 68 -136 105 -210 171 - 342Trucks over 6 ton x 3 3 79 5 - 15 8 24-


VEHICLES PER DAY 
 241 
 338 
 546
 

Benefits (Saving at $9.10 $14.30 $23.10 
4-1/46)
 

The estimated 
 cost is approximately CR4 
18,350,000 per kilometer.
This may be converted to cost per mile per day in US dollars by the following

expression:
 

A x BC , in which 
DE 

A = Cost per kilometer in cruzeiros
 
B = Yearly capital cost factor, at 6% for 30 years

C = Conversion factor, Km 
- Mi.

D = 
Exchange rate, cruzeiros per US dollar
 
E = 365 (days in year)
 

For PE-91 the expressior becomes:
 

18,3%0,000 X .0726 x 1.61 = $12.85 per mile per day
 

Benefit Cost Ratio is:
 

126 197.3 89.10/12,85 
 45/1E 23.10/12.85
 
0.71 
 1.13 
 1.80
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ANNEX III, Pg. 14 of 16 
EXHIBIT F, Pg. 3 of 5 

PROJECT PROGRAM OF 

USE OF P.L. 480 CRUZEIROS BETWEEN 
JUNE 1, AND DECEMBER 31, 1964 

(Billions Cr$)
 

A. Availability 120.
 

B. Utilizaticn
 

(1) Power 28.9
 
(2) Roads 21.3
 
(3) Industrial Development 29.
 

(4) BNIDE 20. 
(5) Northeast 10.
 
(6) Miscellaneous 10.
 

119.2
 

Details of Utilization
 

A. Power
 

(1) ThkNAs 4.5 
(2) .- 10. 
(3) CEMAT 2.9
 
(i) Passo Real 10. 
(5) Caxias de Sul 1.5
 

B. Roads
 

(1) Goias 10.8
 
(2) Parana 10.5
 

21.3 

C. Industrial Development Banks
 

(1) FINASA 18.
 
(2) Santa Catarina 4.
 

(3) CODEPAR 5.
 
(4) Bahia 2.
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ANNEX III, Pg. 15 of 16
 
EXHIBIT F, Pg. 4 of 5
 

(Billions Cr$)
 

20.
D. 	BNDE 


10.
E. 	Northeast 


10. 119.2
F. 	Contingency 


Prc t:. by Degree of Readiness For 
Ioar A.thori zatlon 

A. 	M-A _dcn authorized (next step signing cf 
ebligating document) 

(i) 	FTNA.S 45 
(2) 	 CTMAT 2.9 

7.4
 

B. 	Prrjects with Feasibility Study
 
in hand under intensive review
 

(1) 	CEL 10
 
(2) 	Goias Roads 10.8
 

(?) 	 Parana Roads 10.5
 
C~ 2.
CA413 


(5) 	Cax a do Sul 1.5
 
(6) 	 Varga3 Foundation 2. 

36.3
 

i;. 	 Feasi1ility 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) 	F1NASA 18.
 
(2) 	Santa Catarina 4.
 
(3) MiEPAR 	 5. 
(4) 	Bahia 2.
 

29.
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ANNEX III, Pg. 16 of 16 
EXHIBIT F, Pg. 5 of 5 

(Billions Cr$)
 

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

F. 	Northeast 10.
 

G. 	Contingency 10.
 

Grand Total
 

A. 	 7.4
 
B. 	 36.8
 
C. 	 10.
 
D. 	 28.
 
E. 	 20.
 
F. 	 10.
 
G. 	 10.
 

Grand Total 122.2
 



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: Alliance 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 authority issued thereunder and
after consultation with the Development Loan Committee, I hereby authorize

the establishment of a loan pursuant to Part I, Chapter 2, Fitle 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,hOO,OOO) to assist in financing the cost of goods,

materials and services to construct or improve 291 miles of state high­ways 	of Northeast Brazil, this loan to be subject to 
the following terms
 
and conditions:
 

I. lnterest and Terms of Repayment. Borrower shall repay the loan toA.I.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. iiiteiest 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 
(3/4 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), and two
 
(2) percent per annum thereafter.
 

UNCLASSIFIED 



' UNCLASSIFIED 
ANNEXIV Page 2 of 22. 	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 Bravil.
 

(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 manmir aatisfactory to
 
A.I.D. 

(d) As conditions precedent to disbursement, A.I.D. shol1
 
require:
 

i. 	Ariangpments satisfactory to A.I.D. to make
 
available the crureiros for the project.
 

ii. Employment of qualified U. S. or Bra~ilian
 
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
 
maintenance of the roads to be constructed
 
or improved.
 

(e) The loan shall be subject to such q9her terms and conditions as
 
A.I.D. may deem advisable.
 

Administrator
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