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FEASIBILITY AND RESOURCES STUDY PROGRA1~1 FUlID 

SUMtl.ARY A.ND RECOMMENDATIONS 

A - Borrower 

UNCLASSIFIED 
AID/DLC-P-361 
September 10, 1965 

The Exeouting Agenoy will be the Fundo de Finanoimnento de Estudoa de 
Projetos e Programs.a (FINEP). The Borrower will b4~ the Govert1Dlent of 
Brazil. Alternatively, at the option of the USAID 1 if it is determined 
that FINEP has the authority to contract for loans, FINEP will be the 
Borrower and the Ministry of Fina.noe will gua.ra.ntEH~ the loans .. 

B """Amount 
=-stre 

s11,ooo,ooo to finance both us and local costs .. 

C ""' Backpound 

1. FINEP was legally establishec by Executive Decree No. 55820 of 
March 8, 1965, to finance the foJ~mula.tion of projects and programs 

for economic development. The Minis-~ry of Planning has provided FINM> 
with an administrative budget to maintain a staff of economists and 
engineers, but no funds are available for the studies themselvese 
FINEP has therefore requested loans of $5 million each fro~ AID and 
the IDB to finance both the local and foreign exchange costs of pre~ 
investment and feasibility studies. Additionally, FINEP has requ0sted 
and received (August 27, 1965) interim AID grant financing (Cr.31 billion) 
for the local oosts of studies which are currently in need of finanoingo 
The AID assistance together with the IDB funds will represent the initial 
capitalization necessary to the actual establishment of the feasibility 
funds 

2o During IR discussions, FINEP ezpressed concern that AID insistenc® 
on approving scopes of work, cost estimates, firms and contr~ots for 

each study would slow down implementation of the project and infringe 
on FINEP 1 s autonomy. FINEP therefor4~ requested that prior AID approvals 
not be required for studies costing :Less than $250,000o After disousaions 
of this issue, the US.AID proposed a :noo,ooo cut<JSo:ff with the provision 
that FINEP contract for the assistance and advice of an experienced 
\;onsul tant. FINEP agreed, and a provision to finB.noe such assistance 
was included in this pa.per. Addi tio11ally, at FINEP 1 s request!' a prov11non 
was also included to finance participant training in the US of FINEP staff 
members. 

3,. During USAID/FINEP discussions 011 the feasibility loan, the USA.ID 
raised with FINEP the possibility of a program of subo>loans to 

finance natural resource surveys (hi13torically grantQ...funded technical 
assistance projecta)e Subsequent di13cussions resulted in an affirmative 
answer and a F·INEP request for an ad<ii tional $6 million to fund such a 
programo 
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and \.he location thereof, and to suggest specific 
ca.pi ta:t p1·0,1ects to max:tmize economic return or 
eJ.im:J.nat.e economic bottlenecks. 

? 
J 

3. A prog.rem of subnloans to public ae,encies to finance the 
dollar and c:ruzeiro costs of natural resource sun·ey projects 
of e. technical assistance nature (historj.cally USAID grant 
funded} which have the dual purpose of (a) compiling and 
eval'\.1.ating natural resource data (whtch will eventually 
result: in t::~ identification and suggesU.on of specific 
capital projectcl and (b) to create within the Brazilian 
institutions, the instttutional capacity (technical, admin­
istrative and physical) to perform such surveys. Such 
pro~ects · .. ~U.l b0 carried out with PAS~.f) w:th u. s. Govern­
ment Agencies and uhere approp1·iate Kith ccntracts w:i.th 
private consulting firms. 

E .. Total Cost of P::-oject 

Of the $11 million, $5 million have been eanr.arked for the Feasib:i.li t;y­
Studies Program and $6 million for the Natural Resou.:ce Survey P:rogram, 
However, it is the intention that these funds can be sbi .,e(l from 
program to program as necessary to meet the needs of t'he 
programs .. 

Financial requ.i:rem~nts for project and. program s·~ r;; to support 
the Brazilia11 developmen~ plan for the next two years are estimated 
at Cr$33 b.illion ( $18 million, equivalent at the ex(' r)ange rate of 
Cr$1.850/l, conversion factor . 051~), approxirr.atel~r 70% which ·w~l.1. 
be for pd.vate sector studies. The contribution :from domesti.c resom·ces 
will cover approximately 4~ of the costs or rol)ghly Cr$2.J bi.115.cn 
($7.2 million equ11J'8.lent). The remaining Cr$20 billion ($10.8 
million equivalent) is being requested from intiernati.onal fim,mcj.ng 
agencies; .AID 0 $5 million and tl1e TDB-$5 million {IDB f'immcing will 
ba restricted to project studies and sub-sect,oral stud.ies). tTD i.c; 
etlso providing PL 48o grant ftnancing in the amount of Cr$ 1 billion 
($540,000.00). 

2. Pf'ofessional Services Contract esthaated to cost up to 
~]50,000 will be financed with AID funos. 
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tddit:l.onally, *6 milllon of AID funds will be made avai1ab1e for 
a three year program of sub-loans for natural resource surveys. Local 
eontributions for each such sub-loan will be negotiated on a case by 
case bacis. However, AID will require that the partici.pating agencies 
on the Brazilian si.de assume an increasing proportion of the local 
cost financing over the next two years • 

. tr.; Bonk clearance was received on September 28, 1965. The IDB :::n(i 
, Lu wHl both participate in financing feasj.bili ty studies through FINr;r. 

i\ll statutory criteria of the FAA 1961, as amended have teen rn.1~t. 

- Issues nnd Problems 

liircct I.ID Approval of ProfessionG.l Services Contracts 
5) r ijoi~:.. an{Engilleering Finns- - ---- . ·----

", I ;;;sue: 'I'he isfrne is whether section 112 of the F/l.P, pr. ;'.ct cf 
1965 requires AID to approve the eontracts entered rnto 

by VJNZf f'J'\ib- corr._1wers (or grantees) with consuJ ting firms to c:arry 
r:,1i t c;u:r'v1=:.;rs ntu.dies and to approve such consu~' ting f·:r::l'.~. 

'.ls en: ~1nalyfds of Section 112 and J.ts le5j_slctti ve history 
indicates that there is no statutcwy provision whJcb 

·· :utre'.:; that AID 2pp!'OVc sub-borrower/grantee contrects on thiG 
, rG,:.ecl. (For a c'JetaLled discussj.on, see Exhibit I, tnnex J), 

l; . 'l'he issue ts whether AID rely on FINEP or its 
a to approve scopes of work, cost estimates, 

-::onsiJ1 ting n rms, and contracts for studies costing less than 4ilOO, (,(': 

C•)IF:lusi 0~1: ln the judgment of the USAID; approval of scopes of 
work, cost estimates and engirn.~cring flnns for 

contp:v:t~; w" create a serious bottleneck to the j_mplemcnt.Htic;n ') 
th":' J::x.'n, and. L1 result in unneceBsary AID involvement in the 
f1..mct.'.c1 ns of the l<'lNEP system. Addi tiona.11.y, .AID insistence on 
apJH'O .:>ls of small Btudies will make it impossible for FJNJ<jp to 
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delegate authority to the Development Banks for loans to the private 
sector, and will result in all private sector projects being funneled 
through FINEP. Further the appUcation has strongl~.r stated the view 
that such extensive AID approvals will infringe on its autonomy, anO. 
make it impossible to operate through a system of Financial Agents. 
FINE? originally requested that AID follow the I precedent and not 
approve studies costing less than $250, 000. T'ne USAID however pr~Jposed 
that FINEP could grant loans for studies costing less than $100,000 
provided FINEP contracts for the a otance of an experienced consultant 
to assist in approving scopes of work,. cost estimates and consultants. 
FINEP agreed. Therefore, is proposed that approvals be reqr.::i.Ted 

for studies valued over $100,000 and that for studies low ~:iat 
amount, the USAID re on FINEP as an intermediate credit itution 
to approve, in accordance with agreed criteria, scopes of work, cost 
estimates, and engineeri firms. In relying on F:;J~EP for this app:co-:al_, 
the D will (1) establish the criteria as forth in this paper 
(2) re qui.re that obtain the services of a consultant, satis:f.'actcr2r 
to AID, to advice and assistance apprrwing scopes cf worl<:, co 
estimates and engineering firms, and (3) agree on standard cGntract 
provi ons as necessary to assure compliance with 
r'or the Financial Agents (Developmerit Bank) will re1y en 

BNDE and FINEP as assisted by the consultant to e:valuate the ':c'/1_ 1 s 
competence to exercise limited approval authority. USAI be ieves 
t'.lat FI:NEP, BNDE and the FA 1 s have the necessary competenc tc: ·::•ake 

se approvals. 

'.1 e:-.: umme :Jdat ions: 

t is recommended t1-:at _A_ID appro1.ral of the scope c-f __ :~;st 
estimates, co::itract and engineering firm for each study- te as :~cJ..i_,_ 

( 1 l 
\ ~- ' rnat for studies costing less than 000, AI re 

approve scopes of work, cost estimates, and engineering fir:ns. 
This reliance to be conditionPd on (a) AID and 
standard contract provisions to assure compliance apprcp'iate 
AID statutory and policy requirements, (o) 
criteria set forth in this paper, and ( c) FHJ:SP 
orofessional services of a consultant satisfac 
assist and advise FHIBP in evaluating and a 
work, firms, and cost estimates. 

agreement 
procuremer:t of 

to AID tc 
scopes 

?or contracts under $25, 000 a firm can qualify if the indiv:iduaJ. 
to be assigned to the project has qualifying experience. ~or 

contracts above ,ooo the firms and the individuals 
assigned the project must have qualifying experience. 

(2) That for studies over $100,000 the USAID will approve sccpes C·f 
work, cost estimates and the engineering firm and agree on 
standard contract provisions. 
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(3) For studies costing more than $250,000, the USAID will, in 
addition to the approvals in (2) above, approve the terms 
and conditions of the individual contracts. 

2. Local Cost Financing 

Issue: The issue is uhether the project justifies the use of 
dollars to finance local costs. 

a. Local Cost Financing for the Feasibi~ity Studies Program 

In accordance with AID policy in Brazil regarding source and orlgin 
of e11gineering firms financed by AID as approved by the Administrator, 
it is proposed that studies be undertaken by qualified US and 
Brazilian firms without preference, and that where no qualified 
Brazilian firms exist, joint ventures of US and Brazilian firms be 
encouraged. The financing of local firms and of joint ventures will 
require local cost financing and which will in the absence of PL 48o 
Cruzeiros (see Exhibit I of "Rio Light S/A and Sao Paulo Light S/A", 
Loan Paper AID/DLC/P.338 for Statement of the availability of 
PL 48o cruzeiros) require conversion of dollars to cruzeiros. Such 
local cost financing is justified in that (1) the use of local 
firms will reduce study costs, and (2) the use of local firms and 
joint ventures will contribute to the development of technical 
expertise in local firms, thereby developing the internal technical 
capacity of the country. 

b. Local Cost Financing for the Natural Resource Program 

The USAID considers that proper support of this program requires 
local cost financing. Cruzeiro costs (secretarial services 1 vehicles, 
office space) are required to support the technicians and the special 
surveys carried out under these projects. Such financing is limited 
to the direct support of the technicians and the surveys, and will 
not be used to support the budget of the applicants. 

Recommendations: 

In view of (1) the strong institutional and economic justification 
for this loan1 (2) the institutional development benefits to be 
gained, in terms of developing qualified local engineering firms 
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through ~joint venture of U. E>. and Brazilian firms, in strengthening 
Bra:dlian public institutions, and (3) in view of the fact that 
failure to provide financing of local firms would, in effect, be 
an evasion of our expressed policy of utilizing both Bra7,jJ.ian and 
U. S. fi.rms without preference, it is recommended that dollar local 
cost financing be approved. 

The Cr$ 1 billion grunt made available by AID will of cour::ie be 
fully utilized before dollar conversion takes place. Doll: ,. 
conversion will be made in accordance with the Special J,ntter of' 
Credit Procedures which will assure that all such dolli:u:i3 11 be 
utilized for purchases in the U. f)., thus eliminating any adverse 
effects on the u. s. Balance of Pc:yments. 

Is~: 'l'he issue is whether contractors' employees working on 
feasibility studies under this loe.n must be SC<!U.ri ty 
cleared. 

r:cc!uri ty clearance for all U. S ,. ci tj. zens under this 1 onn wLI 1 
present difficult administrative problems and w:lJl em.we H rie~,l~' 

of from 60 to U?O days for the corruneneement of each i:;tud.y. 
~:iect1on 111 of the proposed FAA pr. Act of 1966 rnny e;{empt U. C. 
ci ti %Ems from the roquirement of i-J security clearance vhere the;v 
will not ha·.re access to classified informatj.on. 'l'he w;.n:rr:i 
proposes to use this exemption and will, to the extent perm:i tt;ed 
by f:ection 1 '.1 and the regulations issued therem1d.er, not reqvi re 
a security clearance for u. s. citizens. 
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I - Recommendations 

Authori7.ation of a. loan to the Government of Brazil in an amount not 
to exceed. $11,000,000 to assist in financing locaJ. and foreign 
ex.change costs {including technical and professional services for 
the assistance of r'INF:P > and commodities, tPchnical as~istan~e and 
supporting costs, and training for the PASA activities) for project 
\prc-feasi.bility and feasibility studies), a.nd program studies and 
technical assistance survey and investigation projects in Brazil. 

L Terms 

(a) Repayment within forty (40j years from the date of the 
first disb~rsement, including a grace per~od of ten years. 

(b) Interest of 1% during the grace period and 2-1/2% thereafter. 

~c) Repayment in u. s. dollars. 

2. Other Terms and Conditions 

{a} Studies financed under the loan shall be procured from 
Brazilian firms, United States flrmr or joint ventures 
o-r U. S, and local firms. 

(b) Equipment, materials and services \except ocean shipping 
and marine insurance) financed under the loan shall have 
their source and origin in the United States or Brazil. 
Ocean shipping and marine insurance financed under the 
loan shall have their source ~nd or)gin in the United 
States. 
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(c) Dolle.rs utilized to finance local costs shall be made 
available through appropriate procedures and shall be used 
only fo::..' procurement in the United States. 

( d) The loan shall be sub.ject to such other tcrmr; rind condi tio:ns 
as AID may deem advisnble, 

(e) M .. O. 1.443.1 to be waived in accordance with the YJSAID 
recommendation (See Issue No. 1). 

Chair.man 
Engineering 
Legal 
Capj Develop. Officer ~ 

Dwight B" ,Johnson 
M. M. Vr_:gel 
D. M. Trubek 
Joao Vieira 

r ru ing Of'fice:r: DB.Johnson 
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II. PI.ACE OF THE LOAN IN THE PROGRAM 

The Soctor Goal - ;Development Reaearoh and Planning - a.a doa­
ori 1J€ld in the CAP for li'Y 66 is i hTo fot1ter improved allooa.tion of 
rosourcea through national, regional, and state economic development 
planning; improvement of public administration particmlarly aa it 
affects collection and use of public resources; and preparation of 
stud .. ies to olici t information on development of potential and available 
natural and human resources." 

11 .An important adju11c·1i of general development planning is specific 
project preparation, Brazilian weakness in this area has often been a 
sit;nificant factor in delo.ying tho utilization of foreign assistance 
opportunities. Hence the USAID program contemplates loans to provide 
services of consulting engineers to examine promising development 
po::ii:;irJiJities and work them up into projects acceptable for review by 
A.I.D. or other foreign lending agencies." 

11110 loa.n directly supports this goal and also responds directly 
to the AID policy instruction to 11 seek to the maximur!l extent possible 
to oncournge the cooperating government to undertake more adequate 
planning" and to "coordinate the full range of possible assistance, 
progr·am, technical, and capital, in order to contribute to the 
:furtherance of U.S. objectives. 11 

The loan also supports the other sector goals by providing the 
means to finance the formulation of specific capital assistance projects, 
ospecially in those sectors such as the agricultural and agro~industrial 
sectoru ·whero the application of AID as well as Brazilian resources 
.is hinder<3d by the lack of formulated projects. It is anticipated that 
this loan will assist in the creation of a. pipeline of well studied 
pi·uja.:;ts f:com whi.oh AID can select those of highest priority to invo:;'t 
its resources to attain its development objectives in Brazil. 



FINEP was established by Executive Decree No. 55820 of March 8, 19J5 
as a fund represented by a special account at the National Bank for Eco­
nomic Developmen·t (BNDE) to f:Lnance the study of projects and programs 
of economic (levelopment by both the private and pubJ ic sector. As an 
orgfmization, FTNEP is designed to func~tion as a '11echnical Evaluation 
Staff and Board of Directors to c.m intin:·mecliate cred:L t system for fea-
sibili t;y s·tudies, and i;. 0 80l."Ve as an advlf:lory group to the 'Ministry 
of Planning on project and program fo:rmulation matters., The res')UJ.'ces of 
FINEl" vvi~Ll be forfoad by grants and loans from national and international 
institut e.nd by earnings from fundrs ovm operations (interest~ 
ccm"!1"" 0·1·c)n•~ f"'PSJ" 1.1.i'IT-TDI)'~· ·~tr1•{'·f,,·"" ha,, ·0 0 11 ,.. !l'"'·:n 'ln4t"'* (r.1or a S' 1 ,.,.,,.,.,ary .-i,U.i; J..1-".) L) ~~·~' C- g .. 1'£J i,:J, ;.._") J -'"' "' l/ ____ ,._ \.:; ~.1. :;..::> .i. ~ .~..,.. .... ..L. a.> • l.1 

1., .. l.,U.LlU 

die.gro:n of the relationships of these units, see E::dlibit G1 Annex I) 

The Coord7 nating Boarcl 
T11e rpechnic Cf'ficE:) 

er 

'rhe Coordinating Board 
rJ. s ar::.d. rtn e.:x:ecn.ti ve 
members are i :Minister of 
BHDE as ty, the Iniustrial 
Industrial C:redit Dureau of the 

at:Lve of Tegional 
of~ -L -_f;)oi~d:Lr1atil1g I1oarc1 a1~9: 

of four members with voting 
rlo vot i~ights. The four 

arming as Chairma,n, the Presider.t of 
of the Agiicultural and 

of :Brazil ( CREAI), and a repre­
c; d;;ivelopment banks. The functions 

::l 
',..,. b t1:.e basic ffc1idelines 1 policies, :.1nd regulations 

,, 

'b • thH f; and contracts required for the 

t lJ:lC r.; through whom the fu..'1ds will be 
l 

(: • tbc c finanoial agents to review 
o,nd 

a. 1 loann for es coating more th~- s250,~~0; 

f. the approval of al1 loans for at;ud.ies which have no clear eligi­
bility under the C-OB economic development plan; 

g. the approval of. e,11 1oans for progTam studies. 



The techriical office is headed by the Executive Secretary of the 
Cool.'dinating Boa~d and has at present a. staff of two economists, 
three engineers and one statisticiano (Curricula Vitae of this 
staff i.:S contained as Exhibit A of Annex I). In addition to its 
staff,.· the FINEP technical office will have access to the services 
of the staff of the Ministry of Planning. It may also engage con­
sultants if required for special projects, The functions of the 
Technical Office ares 

a)to study and propose to the FINEP Board the criteria for priorities 
in project development in accordance with the GOB Economic Action 
Program; 

b )to rE1ce:i.ve, reco::r 1 "IVS.luate, and approve for 1oans, applications 
~or feasibility stuuies; 

c ho recommend to the Board the appoin·~ment of Financial Agents to 
be delegated authority to lend FINEP resources; and to draft and 
negotiate agreements with thesP- Financial ,_\guni;8j 

d)to make recommendations to the Board with respect to financing 
program studies and for financing project studies of a nature or 

ze requiring Board approval; 

e)to maintain an approved list of qualified consulting firms and to 
evaluate and approve/disapprove firms proposed for studies; 

f )to control the FINEP accounts with tht:. Financial Agents and review 
the periodic reports submitted on their operations; 

g)to initiate studies which may be considered nF.::essary to implement 
the GOB plans and progrru:ns6 

3._ Tfi:..L~ents lFA'sJ. 

'l1he fimtncial agents are the ir.,sti tut ions throug~1 which the actual 
rnoveme ci' will take placE:., J!'inancial a.gents wil:', (1) evaluate 
and ""ecor::m:end appJ :icatiori.~: to 1'"'INEP; ( 2) make loa.ns of up to Cr.$30 
mill.Lon or othe:r amouni-::. authorized without referral to FINEP; (3:1 
evo..luate the ·3:redit \•rorthiness of applicants; ( 4) grant loans ( act5.ng 
as guarantor-::1 of the loans) for feasibility stuclies when authorized by 
FINEP; and ( 5) res:p:·,rLz;lble for disbursement of all loan funds, 
collect all loan repayments, and maintain all loan accounts. The 
primary financia.1 agent and deposi to:ry of the funds is the National Bank 
for Economic Development (BNDE), the president of which is on FINEP's 
board. At present only the BNDE is the approved financial a.gent; other 
financial a.gents will be the regional and state development banks,such 
as the Bank of the Northeast, the Bank of the Amazon, the Development 
Bank of Minas Gerais, the Regional Development Bank of the Extreme 
South, etc. In the selection of fj.nancial agents and allocation of 
portions of FINEP to them, the following aspects will be taken into 
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considerations (a) geographical area of influence; (b) financial 
resources; (c) staff capabilities of the development banks. 

4. The Primary Financial Agent - The DNDE 

The National Bartle for Economic Development (BNDE) was established 
on June 20, 1952~ as the agent primarily responsible for the imple­
mentation of the investment projects recommended by the Joint Brazil 
United States Economic d.evelopment Commission. The BNDE has operated 
as c.1, development bank since that date and its areas of responsibility 
have ut(md.ily ovolved until today it maintains a portfolio of loans 
to public e:nti ties and private industry of approximately Cr.$180 million 
(approximately $100 million equivalent). The BNJl1~ ht"-s been the main 
recipient of US PL 480 loan funds as well as development loans from 
the ID.:3 a,nd from Germany. The BlJDE will function along the lines of 
an accounting and banking department for FI:NEP, sub-lending funds for 
feasibility stuclies and advancing lines of credit to the other fi­
nancia1 agents 1 holding and disbursing the :funds, and performing 
acco•_mting- and auditing functions. It vvill also establish the general 
clauses and conditions for FINEP 1 s relations with the other financial 
agents 7 assist FINEP in evaluatine the capabilities of the other 
agents, and provide the other agents with technical assistance in 
developing skills and procedures for making feasibility study loans. 
Additionally, it is expected that the BNDE will be a major source of 
feasibility study applications, some of which it ?:ill finance under 
its delegation, and others which it will evaluat-:i and -recomme1.d to 
FINEP. 

]h FINEP Len.Q.ing System 

FTNEP is set up to operate as an intermediate credit system operating 
through a system of Fina.ncial Agents (FA 1 s) who will receive and evaluate 
loan applications, grant and guarantee loans according to their delegations 
of authority and o.:'. ~-:~6 2uthorizati.on c!: FTNEP ,referring loans of a size or 
type not within tl;o1r· authority to the FI:N'EP Technical Office and Coordinat­
ing Board for fina} approval. 1l}ie general structure. of the system is port­
rayed below· (for a more detailed diagram summary of the system, see Annex I, 
Exhibit G): 



FINE P 

COORDINATING 
BOARD 

-----TECHNICAL 

OFFICE 

S y a t e m 

Approves all program loans, 
project loans costing over $250,000 
and all projeot .loans not clearly 
eligible under the GOD development 
plan. 

Approves all loans forproject 
studies cl.early eligible under 
the Jevelopment plan and costing 
less than s250,ooo, but in excess 
of FA 1 s authority. 

1. Approve loans for project 
studies utilizing less than 
Cn9 30 million of FINEP funds. 

2. Approve financial feasibility 
of all loans. 

3* Grant and guarantee all loans. 

-------------------·---,,,,...,..--~----~--------

A eeneral descript~on of the lending procedures and the evaluation and 
approval responsibilities followst 

1. ~a.JY~ ot~li,cationg 

Applicattons by both public and private applicants may be submitted 
to the PA!s or directly to FINEP, and will be referred by one to the 
other as the necessities of the evaluation dictate. The applications 
are -to be accompanied bys 

(a) a genera1 description of the :project or program to be studied plus 
pre-·feasibilj.ty data demonstrating the general soundness of the 
proposed project; 

( b) the name of the fi:I•m (if already selected) which will carry out 
the study, the firm's experience, and the names and qualifications 
o~ the staff members who will conduct the study; 

(c) the proposed scope of work and cost estimate for the study; 
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( d) credit and other informatio11s relating to the applicant's capacity 
to repay the loan. 

(To simplify the submission of applications, FINEP is developing 
an applioa·tion form which specifies the information to be submitted 
in the application), 

Upon receipt, applications will be reviewed for completeness, evaluated 
aml referred ·to the appropriate le';rel for e.pprova.lo 

2t Ev~iO.!Lfil!d Approval 

Evaluation consists of (a) an evaluation of the prospects of repay­
ment to determine whether or mt a loan is financia.lly feasible, and 
('b) a. feasibility appraisal to determine the general feasibility of the 
project or p1"ogram. 

a. ~,!Eyi~_!?f _the P:rps;eectf? for: HepaYIDfil}i 

The c::edit ravtew for all loans will be carried out by the financial 
agent which will ultimately grant and guarantee the loan. Thus? 
the FA will have the ultimate deoision as to whether the prospects 
for repayment are sufficient to justify their guarantee of repay­
ment of the loan. Their oriteira and requirements for this will be 
the same a.s ruquired for their regular loan operations. 

b. Feasibilit~ Appraisal 

Feasibility appraisal will consist of 

(a) a,n evaluation of the pre jects' eligibility under the develol?. 
ment pJlrn, and of its priority in relation to other projects 
in o:rdcr to determine its probable eligibility for financing 
by the various financing institutions. 

(b) evvJ.ue.tion of pre-feasibility data and assumptions to 
determine the general soundness of the proposal and to 
determine the scope of the study. 

(c) evaluation of the scope of work and approval of ·the cost 
estimates for the studyg 

(d) evaluation of the qualifications of and approval or di sap-
pr oval of the firm proposed for the study. 



(a) Finat!S?Jc~l Agents 

The financial agents will have the authority to appraise 
and approve, in accordance with agreed criteria, project 
loans utilizing less than Cr.$ 30 million of FINEP funds, 
Loans for project studies utilizing more thanCr.$30 million 
of FINEP funds must be ref erred to FINEP for final ap-
proval. In referring such studies, the FA will transmit 
its appraisal and recommendation to FINEP. 

(b) EI.NEP technical office 

The FINEP technical office has authority to approve loans 
for studies coating up to the equivalent of $250,000 where 
the ~roject is clearly eligible under the GOB develop­
ment plan. It will carry out the evaluation with its 
own staff and will, if necessary, ask appropriate sections 
of the Ministry of Planning to assist. Applications will 
be submitted to FINEP in two ways: directly by the ap­
plicant, and as referrals from the financial ag ... mts. 

(1) ~PElic~~ions Referred t~ FINEP bydFi]].~ncial Agents 

For projects referred by FA'~ technical office 
will review the appraisal report and recommendations of 
the FA, perform any additional appraisal considered ne­
cessa.:ry, and make a determination as to whether the 
study should be financed, and transmit its decision to 
the FA along with any special terms or conditions to be 
imposed. 

( 2) A.:g;elicatians received directly by_&FINEP 

For applications received directly by FINEP, FIIIBP 
wi11 rofer the application to a. Financial Agent for a 
credit evaluation (and if appropriate for a feasibility 
appraisal study, if the study is within the FA1 s autho­
rity, or of special interest to the FA, or because of 
evaluation requirements for which a particular FA has 
special qualifications) 0 FINEP will then conduct a 
feasibility appraisal and make a determination as to 
whether the study should be financedo If the deter­
mination is affirmative, the technical office will request 
the appropriate FA to grant the loan specifying any special 
conditions to be imposed. 

(c) FINEP Coordinating Board 

Only the Coordinating Board can approve project study loans 
in excess of $250,000, project study loans where the project 
is not clearly eligible under the GOB development plan, 
and loans for program studies. For all studies to be 
approved by the Board, the Technioa.1 Office wil.l oondti9t 
feasibility appraisals and provide the C.oordinating<Board 
wi·&h its recommendations. FINEP will coordinate this 



evaluation with the appropriate sections (Power, 
Industry, eto.) of the Ministry of Planning, whose 
recommendations are required for all program loans 
and for all project loans where the project is not 
clearly eligible under the development plan. Upon 
the presentation of the report of the Technical Office, 
the Coordinating Board will determine whether or not 
the loan shall be made. If the determination is a.ffir­
mati ve, the Technical Office will authorize the appro-

- priate FA to grant a loan, stating any special condition 
to be imposed. 

3. Loan pbligation and Execution 

Upon receipt of the FINEP authorization or upon its own 
author~ty, as may be the case, the FaAo will request a line of 
credit from the BNDE, approve the study contract and payment 
schedule, and execute a loan contract. A standard loan agreement 
form to be approved by the BNDE and FINEP will be usedo 

4. Sub-Loan Terms and Conditions 

Loans may be granted for terms up to ten years with grace periods 
on principal repayment equal to the term of the study, FINEP funds 
will be lent at 7% plus monetary correction, plus a 2% (one time) 
administrative fee. Interest charged on the Financial Agent's par­
ticipation in the financial will be in accordance with their regular 
rates which may not exceed 12% plus monetary correction. Loans will 
be subject to immediate repayment if the project itself receives 
financing, such repayment to be made at the time of the first dis­
bursement of a project loan. Generally loan funds will be disbursed 
in accordance with an approved schedule, the last installment of which 
may not be made until the report is delivered. All contracts will 
be submitted for the approval of the Financial Agents. 

5. Financial Ager_·t and Borrower Contributions 

For studies within the Financial Agents' delegation of authority, 
the Financial Agents will be required to finance at least 20% of the 
cost of each study, and the Borrower will contribute from 10% to 40%. 
~or studies not within the delegation, the Financial Agents will be 
required to finance a minimum of 5% and the Borrowers from 10% to 
4ofo of the cost of the study. 
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c. The AID-Loan 

The AID~project consists of a loan to provide FINEP with the funds to 
carry out the following: 

(1) a program of sub-loans to private and public borrowers to finance 
the study of the feasibility of projects and programs; 

(2) technical assistance to FINEP in executing its program; 

(3) a program of sub-loans to public entities to finance technical 
assistance projects of a research and survey nature •Jhich have 
the dual purpose of (a) compiling resource data and (b) to 
create, within Brazilian institutions, the technical and 
organizational competence to perform such investigat:i.ons. 

These three sub-projects are described separately below: 

1. Program of Sub-Loans f~r Project.~nd Program Studies 
-----------------------------···--
a. Background 

One of the criticisms made of the Brazilian presentation before 
CIAP was 'their weakness in the preparation of pro,jects for 
international financing. To rectify this situation 2 FIN1W WP:S 

created on March 8th, 1965 to provide a mechanism to :finance 
the preparation of projects. Upon its establl.shment, financing 
was requested from both the AID and the IDB. 1.1:he TDB has 
authorized a loan of $5 million, and the USAlD has reffpond.ed. 
-with a cruzeiro grant of Cr$1 billion, and recommends this loa.n 
be approved to provide additional needed assistance. 

b. IJ.1he Program 

$5 million (less the cost of techni:::al assistance to '.F'INEP) of 
this loan are to be used for a program of sub=loans to private 
ana. public borrowers to assist in financing the ccist o:f' program 
and project studies. 

L Project studies will include ( ~1) pre-feasibD i ty i:;tudies to 
develop ba-i:Tedata sufficient to determine wht::lther G feasi­

bility study should be \mdcrtalrnn, and (b) feasibiJ.j.ty r;:;tudies 
to determine the basic sotmdness (economic, technical and f'j_nan­
cial) of a project and its probable effect on the economy, and 
to prepare preliminary plans and design as necessary to develop 
reasonably firm estimates of cost. Projects which have the 
likelihood of' resulting in j.mmediate private or pul>lic investment 
will be given priority under the program. Projects to be studied 
will include but will not be limited to industrial projects, 
i,n:frastructure projects, housing projects, agricul tura.l and agro­
industrial projects,·; and projects to ·.. establish or strengthen 
key insitutionso Limits to be imposed are whether the projects 
will contribute to the development of Brazil and. the likeJ.:thood 
of the project ob'taining financing. 
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2. Program studies will include natural resource surveyr;, 
sectorial, sub- sectorial, regional and other pre-investment 

studies to inventory the country's resources, identify priority 
areas where projects will make a maximum contribution to 
economic development, to determine general types and levels of 
investments, and to suggest specific projects which will 
maximize economic return. The emphasis in this area will be 
directed toward programs which will result in the identificat­
ion and formulation of new projects, or which will generate 
information necessary to tnvestment decision. 

c. Administration of the Progra~ 

AID funds will be utilized within the framework of the FINEP 
system, in accordance with mutually agreed criteria, with the 
following AID approvals to be super:i.mposed on the system. 
Additionally, AID will require thet FHIBP contract with a 
professional consulting firm which v:.11 assist FTNEP in 
executing the program. 

1. t,ID Approval Requirements 

( p) Fo~. studies costing less tht;?l __ $I.9-92 oo_q__(minor studies) 

(b) 

For such studies, AID will rely on FHH~P, as assisted. 
by professional consultants, to grant all sub~loans in 
accordance with the criteria ei::;tablished herein without 
Uf,AID approval. The USAID will review and approve the 
standard contract form to be utilized, and will req.uire 
that FINEP insert, in the contract, provisions as 
necessary to assure compliance with the appropriate AID 
statutory provisio:ns. Additionally, the USAID w:Ul 
post review these loans on a selective basls to evaluate 
conformance with agreed criteria. 

For contracts under $25,000 a firm can qualif""y if the 
individual to be assigned to the project has qualifying 
experience. For contracts above $25,000 both the firms 
and the individuals assigned to the project must have 
qualifying experience. 

For 

For 
(1) 
(2) 

studies costing in excess of $1(_)0,000 (major studies) 
such studies the USAID will approve: 
the project to be studied; 
the scope of work of the contract and the reason~ 
ableness of the cost estimates. The USAID will not 
review the terms and conditions of the individual 
".!ontracts, but may impose special terms and conditions 
on a case by case basis, and will approve (as for the 
minor studies) the standard contract form. The USAID 
will also requtre that provisions as necessary to 
insure the :f'u.lfillmen·t of AID statutory criteria are 
includel in the standard contract; 
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( 3) approve the firm 1:ielected to undertake the study. 

(c) For studies costing in excess of $ ?50,000 

For such studies AID will approves 

( l) 
(2) 

(3) 
(4) 

the project to be studied; 
the scope of work, and the reasonableness of the 
cost estimates; 
the firm selected to undertake the study; 
the terms and conditions of each contract. 

2, Criteria for the Execution of the Proje£.i 

For projects under $100,000, AID will rely on FINEP to se~ 
that financing of studies is underta.k.$n in accordance with the 
following criteria. The same criteria will also be applied to 
studies costing in excess of 3100,000. 

(a) Professional Qualifications of Firm.& 

Major studies financed with these funds will be prepared 
under contracts with pri V'ate firms or individuals of 
established professional standing in their profession and 
having a record of successful performance, as a firm, in 
the same or similar work. Minor studies financed with 
these funds shall be prepared under contracts with private 
firms of established professional standing in their profes­
sion, and which either have a record of successful perform­
ance as a firm in the same or similar work, or have on their 
staffs professional personnel of established reputation and 
experience in the same or similar work, who will conduct 
the study. 

(b) Selection of Firms 

Consulting firms will be selected on the basis of 
experience and quality of service, and comparative price 
proposals or concurrent proposals containing price are to 
be discouraged., For stuclies costing in excess of $100,000, 
AID will require, whenever feasible (i.e., the applicant has 
not already established n. relationship with a q_ualified 
consultant) that the applicant select a consultant on an 
advance basis in accordance with selec·tion procedures to be 
agreed by AID and FINEP, It is anticipated that most private 
firms undertaking studies of this magnitude will have 
already selected a firm; where they have not, or where the 
selected firm is not qualified, the applicant will be 
required to select a firm in accordance with AID approval 
procedures. Government agencies will be required to select 
firms on an advance basis and in aocorda~ce with AID ap­
proved procedures unless prevented by l~w. 
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( o) !);i:j.gi}]._ ~£ Fi;:m,s. 

Brazilian and US firma~ and joint ventures of 
US and Brazilian firms will be eligible to conduct 
studies financed with these funds 0 Loc~tl firms will 
be eligible in acoorda.noe with the definition of 
local firms as set forth in M.o. 1412.1 11 which defines 
a local firm as a firm which is incorporated in or 
legally domiciled in Brazil, has its principal place 
of business in Brazil and is 

(a,) more than 5afo beneficially owned lJy a firm or 
firms of Brazil and /or the US or by citizens of 
Brazil or the US, or 

(l1 )is recognized by the AID 1Hssion to be an integral 
part of the local economy. 

For minor studies, FINEP will make the determination, 
when necei:isary 1 ( ;_. e. 9 where the firm does not meet 
(a) abo-ve) a.s to whether or not a firm meets (b) above. 
Po1· ma.jar studies the USAID wi11 make the determina-1-;ion. 

(cl) Project EligibiliU: 

Projects or programs i;o be studied shall (1) have 
priority within the economic development :plan of Brazil, 
or (2) must otherwise be evaluated as beneficial to 
the economic development of Brazil t ( 3) v1hich give 
reasonable expectations that the project studies will 
result in investment. 

Program studies will main be directed toward those 
studies which will result in (1) the suggestion or 
formulation of specific high priority projects or (2) 
•. ::btain:tng orma,tion necessary to investment decisions 
o:r to ic:y decisions relating to investment. 

( o) S(J~2B,Q.~L~ 

ThcJ scopes of work fo:r the studies shall (1) be 
developed in accordance with accepted professional 
standards a.nd practices (2) shalJ. include such analysis 
of the technical, economic, managerial, and other 
relevant aspects of the project or program, as neces­
sary to evaluate the advisability of undertaking the 
project o:r progrrun9 : J) shall be sufficiently complete, 
com:d.sten·b with their size and complexity, to permit 
financing agencies to make their own independent ap­
praisal of the validity of the feasibility report on 
the basis of the facts su'bmi tted and the assumptions 
used, To this end,, FINEP w:tll, whenever the study is 
of sufficient size or complexity, consult with pros­
pective flnanoing agencies concerning the scope of the 
study. 



3. Feasibil.it~ .o:f •. _tlf..e .Projec,t 

(a) Capability of ,FINEP 
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FINEP is a new organization and i ta staff, though ca,re­
fully selected, lacks experience; however, the Ministry 
of Planning has personally selec:ted the Executive Secretary 
to carry out the project, and the BNDE who has experience 
in this field is repJ:esented on the Coordinating Board of 
FINEP, Additionally, the IDB has indicated its confidence 
by its :l.ntention to delegate to FINEP the authority to grant 
loans up to $250,000 Yr.ithout IDB approvalo In addition, 
AID will finance for li'INEP the services of a. consul ting 
firm or consul ta.nt( s) who will provide assistance to F:lTEP 
in evaluation of firms, prepara:tion of scope of work and 
evaluating contraciB and cost estimates. (see paragraph for 
more information)& It is the USAID opinion that with the 
assistance of the consultant(s) and with the USA.ID approval 
to be superimposed on the larger studies, FIIIEP will com­
petently execute the project, As mentioned previously, 
FINEP has, at present, entered into an agreement with only 
one financial agent. It is anticipated that the appointment 
and contracting a suitable network of qualified FA's will 
take upwards of one yearf In the interim, FDTEP and the 
BNDE "1'vill have to shoulder t work. Wrdle this will ple,ce 
a heavy burden on the FINEP staff, will not affect the 
feasibility of the project. 

(b) 

li'IHEP, in developing its estimates of resources needed 
for its program, applied the United :Tat ions Special Fund 
rRtio of ~~~~ es tc tc stment(one percent ) 
to the atnm:nt investment neE~ded to meet the GOB action 
dev-elopme p.J.an. This l~; was appJ.ied to approximately 407~ 
of the inv~: needs on the assum:ptic ... 1 that approximately 
40% 0f the investment woulcl require feasibility study 
fina."'1cial stance. This calculation resulted in the 
Cr$33 billion two~yea.:r :requiremeint as set out in this paper. 
This estima:te 1 of cou.,rse, ·~ras :lritended to give only a very 
rough indJ.cation of the o:r·der of the magnitude of assistance 
needed in this area. FINEP has followed up with a survey of 
the development banks and government agencies to develop 
an inventory of possible studies for which financing will 
be requirede This survey has revealed a multitude of 
projects for which additional :feasibility data is needed, and 
a substantial number of program studies; from this FINEP 
has developed an illustrative list (Exhibit c, Annex I) 
of studies estimated to cost in excess of $72 million~ 
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Vlhila these lists a.re strictly illustrative in +hat 
projects will not materialize or may materialize in 
another form, and others will be added, they serve to 
illustrate the existence of sufficient project and 
program ideas to justify the recommended loan 
a.mount. At the present moment FINEP has in process the 
following studies wM.ch it intends to finance with AID 
f-..rnds: 

§U;imaj_ed ,C2.§i 

"·· stud~r the Taquar:f River Basin 
lopment, State of Rio Grande do Sul 

F'easibility Study and Preliminary 
i!:ngineering for a Nitrogen Fertilizer Plant 

Feasibility Study for Fishing and Processing 
of Seafood in Northeast Brazil 

Feasibility Study for establishing an 
experimental farm in the Northeast 

asibil 
pl for 
piling 

of wood treatment 
lroad ties ancl construction 

asi b i tzr s t"or~ expa.nsior1 of 
special alloy-steel pl'Oduction plant 

Study for a r:etwork of sanitation 
fac it ie s Belo Horizonte, cap e.1 
of the State of Einas Gerais 

Feasibility Studies for Propo 
Eighway Equipment Loans 

Iiationwide telecommunications Study 

$500,000 

$ 60,000 

j~ 18' 000 

~~ 30,000 

$ 7,000 

$ 16,ooo 

s 55,000 

~500,000 

$900,000 

(c) ~l:Pilitx._pf ~_29/50 Investment Survey Prog:ram 

During intensive review, the possibility of 
a 50/50 survey program, or soma other inoentL"e 
progra~ for private industry was investigated. 

introducing 
or subsidy 
The Mini.stry 
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of Planning was of the opinion, however, that iluch inducements 
would only attract marginal projects for whioh no financing 
would be available, and that the main inducement for private 
enterprise investment will be the state of the economy. The 
Ministry further ma.de the point that the mere e~va.ila.bili ty of 
this fund at the proposed terms, wbioh are better than oa.n be 
obtained for capital equipment financing, will serve as an 
incentive to private enterprise us0 of FINEP ftmdso 

( d) !,e.±~tj..~Q!!Bhi:p=~this Loan to MlliM...lD~ Lo!Jl. 

The IDB ia in the process of authorizing a loan of $5 million 
to FINEP to finance project studiaa and su~ec:tor studies. 
Initially, this raised a question as to whether or not 
adci:i. tional financing by AID was justified.. Sul>sequent 
intensive review (See Annex I, Exhibit C) has ahovm that the 
need for feasibility financing will far exceed the ilO million to 
bi? made ava.ila.bl(Je Further, in comparison with the feaaibili ty 
rasouroea made available to smaller countries fmoh a.a Peru, Chile 
and Bolivia, it is evident that 110 million for Brazil is a 
conservative amounte The need for large amounts of financing 
is ma.de even more apparent by the faot that well in excess of 
$2 milU.on of AID fl.Ulda are already earmarked for studies for 
which AID, FINEP and the applican.ts are already working jointly 
to prepare scopes of work and to select consultants. Further 
Brazil has created an organization for the s:pe<::ifio purpose of 
promoting and fine .... ncing feasibility studies J this dynwnic type 
approach is certain to result in the utilization of more funds. 

The existence of two 108..ns also rs,iaed a. question as to a 
possible conflict as to which funds would bs used :first, possible 
differences i:n procedures or oriteria.y etc0 During IR, all 
possible conf1i eta ware investigated, and the racommanda.tiona P,s 

contained herein, espeoialJ.y thoe1e relating to approval 
procedures, "'lig-1 bla firms, a,nd, aocuri ty clearance are made not 
tmly to as~l.L'.:; ,:::nooti.1 .implemer.ta.tion of the Loa,n, but to prevent 
differing pro1;sr1.m.'es or requirem~rnts from making AID funds a 
restricted categcrry of funds whioh would be avoid.ad by sub­
borroweru¢ With :reopeot to the use of funds, .A.ID funds will be 
available for a -broa,d rru1ge of program studies as wall as for 
feasibility etudiee; the USAID intention insofar as project 
studies are oonoarncd. 5 is that the AID funds will be used for 
( 1) the study of pro ,jects in the agricultural and a.gre=>industrial 
sectors (a) ·.vhGre the USAID can bring :t ts special expertise to 
bear j.:,1 assisting in the formulation of scopes of work and in 
suggesting p:i."ojeot~, and (b) whe:re the US.A.ID hopes to be able to 
invest a. grer, ter amount of ca.pi tal assistance, and ( 2) the study 
of' epeci:f'ic infrastructure and i11duatrial projects which AID 
desires to include in its lending progrenie 

Irrespective, however, of th<:l fact that thr; total level of 
financing is considered reasonable, it is felt tb.at it is in 
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the interest of D to participate in t~e financing of N~P because 
/1lD will throur)1 this financi~1g be able to work clor;eJ y with FHJJ•;P, 
providing :Lt and its stuff wi ·h such guidance as necesenry to nsf::i 
:1 t to develo1) into an cffj.cient institution for both the nmmcing 
of pro<jects and for project development. '110 this end ·:~be li!:AHJ 111::i:J 

alrcrndy urrunged to f'inence technical assistance for yr " 

!} • Imnlc;ncntntion Plen 

credit 
wcnts. 

prevj_ounly described, D funds will ·oe utili •,Ji th 
system with the addition of certain AID epprow:J D :~;rnl 

Other i1:1plementation procedures will be execu.tcd 1:~> 

( · ) Di scur::;crr.ent 

/• 

:.;bursement for local cor;ts will be made in cru:·c J 

uncle!' the n,c procedure)' and dollar payments to i,. 
be n;ade in accordr·nce with the letter of conun1tm(~nt 
U. :.: • concultants may be paid in doJ.:lars under r; 
date, ccnsulting servic<Js for f;JD financed pro,)ects 
for under the letter :::;f comrni tment procedure 1·.'i thc1Jt 
Hm:ever. the uost":dbility exi::.ts that the '.::i.thhol.din,· 
~cern:i. tt: .. nce n:ay be ;:1pplicd t:) such payment~;;. rj.'hi c 
;i~y'.: :·ct <'c:c~<onecL hut be carei'uJ. 1.~t ".:ntchcd i"' 

_;_ ~· :n·; .iect ·[in:.>nc:ing is obtained; such repr<yr::c,,' 
nc J.i?.te:t thnn the tinw of the f"lrst disbursement of ;J1·0.: 

'l'hl s recuirencnt;. h: s as :L ts purpose the rn2.intenancc ·'..J :·:r-!·' 
'l'he IDB lot>n ·oi·ovides th?t the cost of the study ncy bt· L --· ~;~: 
oi' :-my c· nst::.'uct:\on or nro.ject loan which IDB may en:t.)~~: 1'•.: •ilt::.ne, 
:::'ror:1 a n:mced study with 1 DB fec.si bil i ty loe.n f':nd -. 
not -propose t .. :J permit such refinancing. Thus should en ·1D f:l 

f'e'· si1)ility study result in an AID project lo.::m. re :i!TUC?,':1i.;:::r1t 

of l"Iril:]J would hnve to be made by the borrower fro1.1 i ~; .1\:n ::<0Jn;e ; . 
n will h·::n.'ever, consjder rmch reimburr,ement as a .. 

'· 

;mc.l thtu: eligible to ·oe accounted :; s of the l.(Jt! 

t--:; the net. 
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(b) Heports 

li'.\Tf::~;' will be requested to present AID wi tl: a project 
description. a scope of work, cost estimate, name of 
consulting firm for all studies costing more than $25,000. 
A quarterly summa.ry list will be presented for studies 
costing leas than $25,000. AID will receive a copy of 
all reports on a request 1)asis or can ma.lee arrangements 
to receive a copy of each study, 

5. ::Jconomic Justification 

( a) Bacl~£!O];J nd_ 

(1) I Yate Sector 

In order to achieve and sustain the rate of 
grovrth postulated by the GOB develop:nent plan, the 
Brazilian economy will have to increase the rate of 
savinc;s and chaxmel it into productive investment. 
Between 1947 and 1961 gross fixed capital formation 
averaged approxj_mately 17 per cent of GlTP per year, 
but in the last three ·.rears the rate of investment 
has been declining. Tb, reversal of this trend is a 
basic objective of the GOB Economic :~ction Program, 

·li th the aclvent of the new government in the 
second quarter of 1964 the outlook fo:r private invest­
ment began to improve, but the private sector has 
not yet responded to the extent that is necessary 
for a recovery of the rate of grovrth, Recognizing 
that the central problem of growth is one of mobiliz­
inc and gu:;.ding the private initiative, the executive 
has proposed and tl:e congress has a}.•proved ? set of 
economic J)Olic;:r measures which should do much to 
restor8 tne conditions for private enterprise to 
develop. 3or.ie of t important measures already in 
force are~ ts.x deductions of invested personal 
sa.v:i.ngs P.nd reinv3sted earnings by business; accele­
rated a 3preciation t)f machinery and equipment, with 
special benefits to certain critical types of production 
and consumption goods such e,s basic chemicals, 
cement, food processing, popular clothing and shoes; 
fund.s for :providing fixed and working capital for 
small and medium-sized industries; ince~tives for 
the export of me.nufactured goods, etc. The recent 
can0ellation of the decree of the previous govern-
ment which had exprop:riated the private refineries 
is also cm example of the attitude of' the new govern­
ment toward private enterprise. Another measure 
which will have far-reaching results is the proposed 
adoption of a program budget ( including the public 
investment budget) by the Federal Government beginning 
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with the fiscal year 1966. All of these actions 
reflect efforts of Brazil in attempting to establish 
the requisite conditions for sound development to 
talce place. In spite of these actions by the Govern­
ment to stimulate private investment, investors, 
particularly foreign investors, have been slow to 
move. This is partly F, result of a wait and see at­
titude as to the success and probable longetivity of 
the present government and its policies (intensified 
by the nationalism evidenced in the Senate's reservat­
ions on the investment guarantee agreement), and 
partly a result of the time lag between the conception 
of an investment idea and the formulation of a tech­
nically sound proje~t. This latter cause and the 
general lack of well prepared projects which ~an be 
transformed into capital investment is a block to 
both private and public investment. 

(2) Public Sector 

Aside from the power sector in the South Central 
Region, which has been comparatively well studied 
under financing provided by international agencies, 
and aside from a few obvious infrastructure projects 
which are in various stages of development, there is 
a shortage of well studied projects suitable for 
financing by international agencies, resulting in 
delays in public investment, This has resulted in a 
sit~ation wherein there is more capital assistance 
available for developmental assistance :from the 
international agencies than there are projects in a 
satisfactory state of preparation to qualify for loans, 

(b) The project_ 

(1) Causes of Present Sitl.<ation 

Aside from the current political and economic 
situation, the present as well as past shortages 
of well prepared projects result in part from 
the followings 

(a) the lack of tradition and experience in studying 
the feasibility of projects to the degree required 
for development bank financing; 

(b) the shortage of local skills and techniques needed 
for the preparation of such studies, and the 
difficulty in obtaining foreign exchange for 
procuring such services from foreign sources; 

(c) the lack of financing for such studies, particu­
larly for the expensive services needed to study 
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the infrastructure projects i:md the 1~' :-c~;e pr:i:vr:.te 
projects in the field e>f petro-chemicelc, fcrtil:.t zc~ 
and other conversion industrieo. 

(2) JUS~ification 

The project is designecl to provJ.o.e both the prlvcd:,e 
and public sectors with access to cred:Lt for fc::~si­
bili ty studies and access to the :procurcr2cnt in the 
U. S. of -Che technical skills not a vo.D.cblc :.n nre.7. j.l 7 

thereby eliminatins two of the previous tmi)ec.~.mcnts 
to project study, and providing the meens to cc.rry 
out the economic development functions of (;) 
formulating specific project proposals that w::.J.J. be 
technically and economically so~nd, End of (b) 
identifying (through program studies) pr:i.orj.ty a··cas 
where projects will make a maximt:m contri"cut:'..on t~] 

economic development. Thus the pro,]ect ::.o cccno:·.:~.cc:i_:i_y 

justified in that: 

(<') it ·wtll strengthen FINEP, ::>.:::i :Lnctiti.:.t:'_cn 
capable of promoting .c-ens:'..btlity and p2·c~ 
feasibility studies; 2nd 

(b) by strengthening F'INEP, studies wi:!_l 'i)e 12.n­
anced which are themnelves pre·-requisitcs to 
sound project investment. 
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(o) Effect on Private Enterprise 

(1) Of the total wnount of money loaned, it is 
estimated that 

(a) $2 to 3 million will be reloaned ~u private 
enterprise, 

(b) - $5 to 1 million is being loaned to finance 
studies which will be carried out by private 
oori.sultant, 

(2) The contemplated impect of the proposed loan 
on development of private enterprise in the 
host country ist 

(a) - the loan will act as an incentive to 
private investment by making available 
to private enterprise on soft terms (7):, -
10 years) credit to finance feasibility 
studies; 

(b) - the loan will make available to the private 
sector, previously scarce foreign exchange, 
thus enabling firms to import US technical 
szpertise where local consultants are not 
qualified, 

(c) - the loan will provide private Brazilian 
consulting firms with the opportunity to 
enter into joint ventures with US firms to 
perform the studies, thus providing the 
mechanism to develop the technical capacity 
of the private sector. 
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2. Teohnioal Assistance to FINEP 

a. :Background 

During the course of the intensive review of the FINEP application, 
FINEP indicated its concern that the USAID's a.pp1·oval of scopes of 
work, oontraots, and firms for eaoh study would make it impossible 
for FINEP to operate as an intermediate credit institution, and 
would slow down and interfere with their approval procedures. 
Theraf ora, FINEP requested that AID approval not be required for 
studies coating leas than $250,000. The faot, however, that FINEP 
is a new organization led the USAID to the conclusion that such 
f'readom of a.otion could not be granted unless FINEP were provided 
with professional aeoistanoe. Therefore, the USlID proposed a 
Sl00,000 cut-off for AID approval on the condition that FINEP 
contra.ct with a. professional firm or individual for such assistance .. 
FilfBP accepted this suggestion and suggested that the work of the 
firm also include assista.noe in project promotion and devalopmente 

b. Contract for Professional Assis~.! 

An estimated $100,000 to $150,000 (up to ;l;50,ooo per year for 
up to three yea.rs) of loan funds wlll be utilized to finance 
professional services to assist FIN.SP in executing its program .. 
Such assistance will be for a period of from one to two years. 
These services wi!l either be procured from a firm or from an 
individual oonsultaat(s) who will provide the ty;p@ ~.Jis!stan~: 

(1) Assists.nee in the evaluation and development of adequate 
scopes of work, the evaluation of contracts and cost estimates, 
and the evaluation of the qualifications of firms and individuals 
who will undertake the studies~ 

A contract with a firm (or individual(s)), satisfactory to AID, 
to perform these services will 1)e a pre-requisite to USAID 
allowing FIN.&.~ to approve studies costing less than 3100,000 
without prior LID approvale Until the contra~tor is aboard, the 
USAID will approve all scopes of work, oost estimates and firms 
for studies with the exception of those costing less than $50,000. 

(2) Add~tionally, the contract will finance assistance as 
necessary in the evaluation of prefeasibility data and provide 
assistance and guidance to Borrowers in the seleotion of con~ 
sulta.ntse The firm may also assist FINE:P in project promotion 
by assisting applicants and would be applicants in identifying 
and defining projects and preparing loan applioationso 

o. Partioipant Training 

FINEP ha.a &lao requested that AID loan funds be made available to 
finance pa.rtioipa.nt training of FINEP staff members in the US. Suoh 
training would take the f'o:mi of post- graduate courses in eoonomio 
development and in special courses of progra.mming,a.nd project 
formulation and analysis. Up to $50,000 of the loan have therefore 

been earmarked for suoh a program which will be carried out utilimnr i 

the ori teriR. and prooedureD of the~ grant pa.rtioipant training 
programs. 
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d Procedures • 
Loan funds will be utilized to finance the services of a 
qualified professional consultant or consultants. In 
financing the services contract AID will approve the firm, 
scope of \"fork, and the terms and conditions of the contract. 

3. Proro::nm of Sub-J.:_9ans for Natural Resource Surv_m 

a. :Q..a.o.f£E2..Und 

The economic development of Brazil is dependent on the proper 
exploitation of its land, water, mineral, and other natural 
resources, 'While progress in recent years has been accelerated, 
Brazil is slow in developing p.rogTams to exploit these resources. 
'I111is slo\•mess can be ati:;ributed to (1) the shortage of basic data 
as to quantity, quality, and location of the resources; (2) 
a lack of institutional capacity to collect, evaluate, and present 
the d.ata in a form useable by those who will develop the re­
sources; (3) lack of institutional capacity to manage the 
planning for the development of the resources; and (4) the 
size of the country, the distances involved, and the leek of the 
required transportation facilities. 

In recent years Brazil has requested and received assistance 
from the u.s. in developing its natural resources. Assistance 
has been provided under PASAS with US Government Agencies, and 
has been directed toward (a) providing assistance in collecting 
and evaluating resource data and (b) toward developing the 
institutional capacity to collect and interpret the data, and 
to develop programs to exploit the resources. This assistance 
has historically been funded on a grant basis. However, the 
magni tud.e of the assistance needed is too great to be funded 
within the limits of available gl'ant funds; therefore, the USAID 
du.ring negotiations for the Feasibility Study Program discussed 
with the !.1inistry of anning (who agreed) and with the various 
agencies responsible for resource development, the possibility 
of financing such activities with loan funds :the response was 
mixed but has in the most part been encouraging. USAID inves­
tigations indicated that the administration of loan financing 
of such activities would be vastly simplified if a program type 
loan were made to a central institution which would sub-lend 
for the specific activities. FINEP, located as it is, within 
the Ministry of Planning, appeared to be the ideal institution 
to administer such sub-loans and to coordinate the projects with 
the planning activities of the Ministry of Planning. Subsequent 
discussions of this matter resul i;sd in a request for $6 million 
to finance this program. 
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b. The Project 

The project will consist of the establishment of a line of 
credit to finance sub-loans 1 and grants, to finance the dollar 
and cruzeiro costs of technical assistance, services, commodi­
ties, training, and support costs to assist Brazilian agencies 
responsible for Natural Resource Development to (1) carry out 
projects, to collect and evaluate the basic natural resource 
data, and ( 2) to st1'angthen and develop within the Agencies 
the institutional capacity (-technical, managerial, and physical) 
to e:f'fecti vely carry out projects for the collection and 
evaluation of natural resource data and the subsequent identi­
fication and suggestion of projeci;s for the development of the 
resources. 

'.'i11ile the individual projects will vary greatly, the projects will 
in most cases be both project and institutionally oriented, (1) 
project oriented, in that they will involve epecifio survey and 
evaluation activities intended to result in (a.) the identifica­
tion of specific projects or (b) the promulgation of information 
necessary to proper.· e:x:ploi tat ion of resources; and ( 2) institution 
oriented in that the project will be so formulated as to strengthen 
and develop within the executing agencies, the institutional 
capacity (technical, managerial, and physical) to independently 
carry out such projects. In order to achieve these objectives 9 
the projects will contain all the components normally associated 
with institution building (technical assistance and related support 
costs, participant training, commodities (in this case, laboratory 
and testing and field equipment). For an exrunple of the type of 
projects to be f'inanced, see Annex I, Exhibit E, which gives a 
-brief summary of Mineral Resource projects proposed for financing 
under this loan. 

The projects to be finaneed vril1 be concentrated in four critical 
a:rea!H water resources, soils, mineral resources, and mapping. 
It is anticipated that the majo:ri ty of the funds req..:3sted 
~~11 be used to finance the continuation of existing projects 
vrhicb are already formulated and underway. These existing 
projects are being carried out under personal services contracts, 
and PASAS with the US Geological Survey (USGS), the US Bureau 
of Reclamation (BuRec), and the US Weather Bureau (BuWea.). 
These projects and their illustrative budgets are listed in 
Annex I. Exhibit E and F, 

These projects 1 however, should be considered illustrative in 
that other projects of substantial size a-re in the process 
of formulation and will compete on the basis of priority for 
available funds. It is anticipated that loan financing will 
result in substantial reformulation of the ongoing projects, 
some downward because loan financing may discourage certain 
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agencies; some upward because of ·the increased availability 
of funds. Therefore, i·t should be stressed that while the 
oneoing projects will be eligible :f'or financingt this loan is 
to finance projects mutually agreeable to AID and the GOB, npt 
simply to fUnd the existing projects. 

c. !1._.dplin,ist:t:t'.!::tJ . ..£.!L.2.f.....lhe._ PrQil..Q.S~E?.B .. Prg~ 
A detailed plan for the execution of this progra.m has not been 
fully negotia"tedt Agreements in principle that the program will 
be caxried out within the general framework of the FINEP system 
(with the FA's however playing little or no rule in the appraisal 
stage) has been reached, but it is felt that because of the 
natu.1.'e of the projects, implementation decisions will need to be 
worked out on a project basis& However, on the basis of dis~ 
cussions now unl'.l.erway, it appears that program administration 
will be along the following lines: 

1. !.£.c2i~Rr.mul ~ti on 

Project formulation will be the mos·t critical stage of 
the pro,;ram, and it is anticipated that the scope of the 
project will receive imputs from many sourcess the App1ying 
Agency, the Ministry of Planning, the proposed contractor 
and the USAID. The USAID expects to provide substantial 
assistance in the formulation of such projects, and intends 
as a carrythrough of its development responsibilities to 
actively work with key agencies in identifying and formulating 
projects to be financed under this line of credit. 

2. AJ:?.EToval Procedures 

a.. i;:e.~.~J.JL:i:.1};.iil. Apprais.a:i:.,. 

'Phe FINEP technical office and/ or the appropriate section 
of the 'Minist1~y of Planning will appraise and approve all 
projects. Their appraisal will in most parts be s1.milar to 
those done for program studi.es; however, the appraisal 
of the project feasibility will be in greater depth. The 
USAID on its part will appraise and approve all projects 
in depth where it has not pei.rticipated in the project 
formulation. For the smaller studies (under $100,000) 
where agencies use the funds to contract for limited 
technical assistance, USAID approval will not 
be required. Because of the USAID 1 s traditional close 
association with these projects, it is anticipated that 
both the project formulation and approval stages will 
result in close Ministry of Planning, USAID, and Borrower 
coordination. 
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b, Pros11eot~_of: Repayment Evaluation 

Because long term, low interest loans adjusted to the 
Borrower's ability to repay will be utilized for these 
projects, this evaluation will be in the main the 
responsibility of FINEP. 

3. Gr~nt.,in~ of su·~--1oatl_~ 

Sub --loan agreements will be executed between the FA' s 
e.nd the Borrowers; however, both FINEP and AID will approve 
the agreements. It is planned that most of these agreements 
W""i.11 move thru the BNDE as prime :financial agent, and an FA 
contribution will not be required, 

A .... b - T ,, • ~'::iu -Loan errns 

Agreement has been reached that sub ·-loan terms will vary 
according to the Borrowing Agency's ability to repay; however, 
it is anticipated that a.11 loans will be on 30 to 40-year temns 
at low interest ( 1--1/2~"', to 3;~) plus monetary correction, with 
r,mv assumed by FINEP, 

5. ~ro~edures for Contractin~, Disbursement, Etc, 

Where PASA's with US Agencies are involved, it is anticipated 
that the USAID will enter into an agreement whereby the 
Borrower will authorize the USAID to charge PASA costs against 
loan funds. This procedure is working successfully under the 
Air Navigations Loan which is financing the costs of FAA 
assistance, Where private contractors undertake projects, 
standard contracting and payment procedures will be used. 
In both cases, the USAID will approve the terrna and conditions, 
scopes of work, and contractor for each study, 

6. Select ion_""9J _ _Fi,:rm!3 and/or AE.§l_!'!-cies to Undertake the Studies 

It is anticipated that most of the projects under this 
program will be executed by US Government Agencies. However, 
where private firms have records of successful experience 
in the sarne work and have permanent staff members who can 
carry out the projects 5 private firms will be utilized, 

7. Program ~~asi bili t.:y_ 

The program is one which can be executed competently and 
to the benefit of the economy of Brazil. An implementation plan 
has not yet been developed in detail, but this is a problem 
of procedures, not of feasibility, and can best in this case 
be worked out with experience as the program develops. It is 
appreciated that the implementation will be initially difficult; 



however, this is a problem common to most new programs. The 
FINEP organizational structure offers some e.dvantage in this 
respect. On the basis 0£ the on-going projects and new 
requests for assistance, there arid more than en.ough projects 
to assure utiliza,tion of the funds. While the prooedi.•ral 
problerns can be worked out, it is felt that loan finaHcine 
of this type of technical assistance will raise problems not 
heretofore encountered, and will make it more d.i££ioul t in 
rwme cases for the USAID to work with certain agencies. 
However, this is a fa.ct that cannot be avoided under the 

sent circumstanoos, The counter to this disadvantage is 
t hoj10 that the method of financing ancl tho F'INEP review· 
will result in heavier GOD com.mi tment to these programs. 
In total, the USAID conclusion is that while the loan 
financing of this program will ennounter both procedur 
and conceptual difficultiesj in the initial stages, the 
JH'Ogra.m is a feasible one, 

e. I!.~~~_at.i.9!LTJ.~n 
previously described, AID funds will be utilized 

Vii thin the FINEP ere di t system. A deti:dled implementation 
plan vtill be a. condition to disbursement. OthHr implemen­
tation procedures will be executed as followsi 

a. Loan~ept a._nfl_ J:.ri:J.21emep.~,~!t~~rtJ1f~tie1: 

'I'his document will be drafted, negoti 8d and executed 
by USAID/B. 

b, R~lrf1~)rnent 

Dtsbttrsement for local coats 'Nill be made :ln cruzeil'os 
(obtained the SLC ocedure), arnl dollar payrne:nts 
to HS fl.i'n~~; wi 1be1.1ade accc1:r.•daner: wi_th the letter 
of commitment procedure. P.ASA Agreements will be financed. 
thru a, m.lb--·r)Orrower agreement with AID, au tho:cizing AID 
to cha~.u.1'·17l co:::1ts ag2.tmrt the loan. \.fuere appropriate other 
means WT L be used, 

c [~l?.£l:.t~ 
A guarten:·ly progreas report wi11 l'equired from sub~· 

t l .l_ 1 f 1·1'I1',J 1<:1), bor1·ower0 1 ra. · u.:.:r 1, u1n rom 1 ~ • 
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8A. Relationship to Grant Program 

The grant program for FY 1967 provides for $895)000 grant funding 
of projects proposed to funded under tl1is l ,...,an. However, this 
provision in FY 1967 grant program is a contingent allocation whi will 
be deleted snould t:~iis loan be approved. Thus there is no possibility 
of doo_ble financing of t:C,e same activity. 
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9. Economic Justification 

That portion of the proposed loan which will be used to 
finance costs of a number of natural resource survey activi­
tie& will produce important, long-term economic benefits 
for Bra~il. However, these activities are aimed at creating 
the "r·e-conditions 11 for productive investment in Brazil's 
natura ... resources, and by their nature are justified on 
other grounds than those used to demonstrato the economic 
t.enefits which accrue from feasibility studies required for 
specific project financing, 

Vast areas of Brazil are still unexplored in an economic 
sense, lnunense water resources, mineral deposits, hydroelectric 
power potential, forest reserves, and other forms of natural 
endovnnent await economic exploitation, and their development 
depends upon systematic mapping, survey, cataloging, and upon 
subsequent analysis of alternative economic priorities, Before 
new hydro-projects can be developed for financing in the North­
east. for example, stream flow and topographic characteristics 
for a number of important river basins must be surveyed. Yet, 
3razil's institutional capacities to carry out 3ystematic 
"pre-feasibility" surveys in these f::.elds are · reak. Trained 
water and soils engineers are scarce; survey and reconaissance 
techniQues are inadequately understood, Agency responsilibities 
are overlapping and ill-defined, 

lIS . .',_II) has been financing grant technical <=tSOist a.nee for 
a number of years to sever~l Brazilian agencies to telp build 
tLis needed competence, providing u,S, technicaJ. advisors, 
training, and carrying out some studj_es for the account of 
various Brazilian agencies, A by-product of this effort 
ha,s been a growing mu"!lber of important, basic survey reports 
on ferrous deposits, river basin potential, etc, These 
technical assistance projects have been carried out under 
?ASii agree'C'lents with variou·s other U,S, agencies, such e.s t:te 
Bureau of Reclamation, the U, S, Geological Survey, etc, 
The 3razilian Government has become more and more aware of the 
key role this basic survey data plays in the elaboration of 
ne,tional and re[f'ional development plans. It is now prepared 
to borrow to pa;y for the cost of techntcal assist arc e in 
this field, 
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FINEP will review future requests from va.r:tous Brazilian 
agenoies for asaistanoe in the field of basio resouroa surveys, 
a.nd oa.n provide both dollar and related looal~oost financing 
for those activities to which the GOB attaches high priority. 
Tranaf erring funding to the loan category should help to 
ensure that future surveys and technical advisory services 
requested of u.s. agencies meet the test of priority need, 
and that efforts to fill Brazil's vast absorptive oapacity 
for basic resource survey data. are closely correlated with 
specific development planning requirements. 
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IV. FINANCIAL ANALYSIS 

A. Financial Plan 

FINEP will be capitalized by an AID PL 480 grant of Cr.$1 billion, 
an AID loa.n of ~n1 million, and an IDB loan of $ 5 million. A per­
manent fund will be created by profit, commissions, and fees earned 
on sub-loans. Such earnings \'rill equal 7% on all sub-loans, (with 
the exception of surv.:::fs sub-loans which mll be lent at 
exceedingly soft terms) plus a administration fee, plus monetary 
correction - less 11 to financial agents, less losses incurred on the 
exche.nge risk to be borne by FINEP. The spread on the AID funds ( 1% 
for 10 years grace period, 2-1/2% for thirty years) to be lent at the 

Tete ( :> million) provides leverage for the creation of a ;)ermanent 
fund, a3 doos to a lesser extent the loan ( 4-1/27~ for 15 years in-
oludir,g· a 4-year grace period and a 3/ 47; corn1ni tment fee). Due however 
to t fact that it is not possible to predj.ct losses due to maintenance 
of value 1 nor to predict depletions due to grant or direct contracting 
actlvity, no effort has been made to estimate the long range buildup 
of permanent capital. Of more int ere , however, is ths fact that sub­
'.Jo::.':rowers will be required +.o repay loa.ns immediately upon receipt of con­
struction financing; this provision will tend to create a semi-permanent 
revolving fund (at lea.st for the duration of the .;race iod) once a 
project pipeline is established (3 to 5 y6ars), Due to the fact that all 
loans are repayable in cruzeiro 1 this revol Ying fund will r..ot ava:~lable 

for foreign exchange financ 

3. reriod of t:-til:i.zation of Loan F\mdi:1 

It is reasonable to expect t :::1illion to te ly committed in 
a two--year period with actual disburser.l.cnt s pending or.. study schedules. 

for technical assistance proje ;:: a.re recor:u:nended on the is of a 

contri~~t~on to the individual studies will be composed 
the c butio~ of the nanc Agents, to of each st~dy, 
sub~borrowersf of each study. The possibility of a GOB 

scus with FINEP; however, the 1966 
t has :)een subn:i tted, and t l.linistry of Planning fe it 

tnadvisable to ional funding for the 1/:inistry. The USAID is 
of the opinion ablishm<"nt of is itself &-n important enough 
step to ma'<e the :rng financial plan ace ablP, without direct OOB 
funding. loc :::.cr-,tri 11ution to thEi Natu::r Resource projects will be 
negotiated on a case b;r case basis. 
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D. Sub-Loan Terms 
Of':: --

FINEP funds for feasibility and program studies will be loaned at 
7% plus a 2% administrative fee plus quarterly monetary correction on 
outstanding principal. All loans will be repayable in cruze~ros with 
FLNEP assuming exchange rate risk. Monetary corrE1ction is based on the 
indexes of the Na.U.onal Monetary Council which apply to GOB treasury bonds. 
Loans for tbt-) Natural Resource projects will be at low interest rates 
similar to the AID loan and for long terms (30 to 40 years). 

E. A Il!uJ~.9.[!;~:rr~s 

'?he AID 1 oa.n tGI'i[lS recommended are consistent with the terms granted 
for :::.i'.i:i..l.a.r loans 1 and are justified cy the institutional nature of the 
loan. 

F. pr£_S£~.~f..Ji_~_men_t 

i'he F'IlfEP operation w:.ll of itself be self sustaining and. should 
generate more than sufficient profits and casli flow for loan repayment. 
Additio~ally, the Government of Brazil will have ultimate responsibility 
for loan repayment. It is therefore uoncluded that there are reasonable 
prospects for re:oa;yment. 

The balance of paymenta position of Brazil as well as future projections 
are described in detail in the loan paper for the program loan ~ AID 
Loan Ho. 512~L-034. With sound. management of external_ and internal financing, 
the Brazilian economy has the underlying streng~h and diversity to insure 
a sound balance of payments provision in tb.e future. Accordingly, there is 
every reason to -belie-re that the country has the ciapaoi ty to repay this 
loan. 

G. Local Ccs~inancir;.£ 

Since the extent of local cost financing will depend entirely on the 
mix of local and rs firms selected to perform the studies, it is impossible 
to predict the breakclown between dollar amt oruzeiro financing under the 
loan. A rough estimate is that approximately two~-thirds of the studies 
will require US firms. The cruzeiro grant will of course be fully utilized 
before dollar local c )St financing is und.ertaken. It is estimated that 
6o% to 80% of the Natural Res.:mrce projects will be dollar costs. 

H. Impact on ~.§.._Balance of Payments 

As previously indicated, dollars utilized under the loan will be 
spent for the procurement of US services, or will be converted to cruzeiros 
under the special letter of credit procedu~es under which all such dollars 
are used for the procurement of goods and services in the US. Therefore, 
the loan will not adversely affect the US Balance of Payments. 

V. Issues and Problems 

See Swnrnary and Jecomrnendations Section. 
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Jiet:a161'i~ica de 1\lagoa.z I\ lagoas 
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3fi.:-, Paulo 

R. Janoiro 

M.Gcrais 

M,Gerais 

FIXED 
INVESTMENT 
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Ccmerclal 

Milton Mol'eira Romiio llilhos Ltda. 

3) Walfl't;!do Ti to e Cia. 

4) G. Motta e Cia, Ltda. 

5) Ind, Eletricas Brown Doveri S/A 

6) M<:caxiiea Pesada S/A 

7) Imluecin do Brasil Capaci tadoros S/A 

8} lrm'iios Tabbert e C:La. Ltda, 

9) Codima - Maquinas e Acess6rios S/A 

·w) f!olamentos FAG S/A 

Jlj standard Eletric 

1) Lab, Lutecia 

4) FertilL:'.anto :3anta Catarina 

. } 

l.'l) ur. 
CCFElJH/,;:; 

l9) \fntte Martins S/A 

:0 o) OLOI30 S/A 

fi'ras i} 

Sta, Catarina 

Pernambuco 

Para!ba 

Pemambuco 

Sao Paulo 

'£0TAL = 

Guanabara 

Guanabara 

Guanabara l 
::;:inta Cata- j 

r-1na 
I 

;:;ta.Catarina! 

Ilinas Goraisl 

n .. G, Sul 
t 
! 

Sta.Catar1nai 

n. .; m~c"\ rt; f 

I '.],f.'!Ul.<) 

I 

I 
Pau}o 

...,., Paule 

S, Po.ulo 

s. Paulo 

Guanabara 

S, Paulo 

Guanbara 

s. Paulo 

s. Paulo 

55,500 

12.800 

45.800 

16,670 

302.900 

126.350 

B,100 

189.700 

1. 900.000 

2 .oTf .120 

27,800 

27.300 

lt • 000. 00.) 

12.100.000 

) • 50:-JO • 00'} 

3.000.000 

19.0:JO,OOO 

l. OJO. ClOO 

i.016.700 

2.61lt-.900 

1.210.200 

166,700 i 

246.900. 

}20 

1.145 

417 

7,573 

3,159 

203 

1.783 

3,700 

4. 71+3 

47.500 

1.113 

302. 

12 .06} 

25tCOO 

135.000 

117.224 



ni~ullidns. Matarazzo 

S/A Gcon do.Brasil 

;~(i) A.G. Intl, e .Com. I,tda. 

27) Lab, Nortofarma Ltda, 

SERHANA 

)0) CAMIG 

CftPUAVA 

1 ·1 Ci.a. de l\z:1le~ios Gorn e Ind. ctE? J\lagoa.s 

5) Gerf1JJ:icu J\raujo Lt,la. 

6) Cct·.::!rnica sao Pedro 

'() Coru!iilc<! silo Jose Gu;;v;u 

l ) c; ". dfl ~'ecidos Ibrt.P /\la:.:na:: :1/A 

l';,c; li,;tn 

STATE 

s. Paulo 

s. Paulo 

Pernambuco 

Pernambuco 

H. Janeiro 

s. Paulo 

M. Gerais 

s. Paulo 

~ 

Pernambuco 

Paraiba 

Paraiba 

Pcrnambuco 

Pernrunbuco 

s. Jlnu.1.o 

Sta.Catarina 

Sta.Catarina 

c;ta.Catnrinb 

Uf\.hi\1 

Hnra.nh?io 

Pcrnambuco 

Pcrnarnbuco 

Ser::;;ipa 

Pernambuco 

Para!ba 

M. Gera1s 

i.aag.ooo 
951.soo 

2.200 

2.200 

15.000.000 

3.500.000 

i1.ooo.ooo 

16.000.000 

1}8.721.000 

555,550 

e.900 

66.700 

69,500 

l.67c 

6,680 

17,000 

71.'.l.OOO 

197.000 

1. 9~!0.000 

666.ooo 

5,652.000 

4.776.000 

1,266.500 

55 

55 

375.000 

87.500 

100.000 

1wo,oao 

3.468.033 

13.889 

223 

1.660 

1. 738 

42 

167 

97.223 

1111.950 

48,000 

8.457 

16.650 

l16.125 

141.300 

119,lfQO 

}1.663 

24.oUG 



1) Cin• de Pesca Al!)goaa 

2) Frigor!fico Palmerense S/A 

3) tlro<lutos Al lmentfoios Dala Ltda. 

4) Usina Itaporil (aQunnr) 

5) Abate•louro Modelo 

6) Manot:l Silva Abreu 

7) Produtos Alirnentfoios Cadorc 

8) Industrial Distribuidora de Pesca 

9) Ind, l\vfoolas Paixao 

10} Cia. Planalto de Frigor1ficos 

U) Ind(wtr!.« de Fr'. god fj cos e l'ezca­
u •S :/A 

c'J Indu.:.1.t•J al lz.~H{no da Banana 

: 5} Frif;•)r(i'ir:o Seara 

'ii) AbellH'•io Brito S/A - Ind.Ar.ro/Past. 

15) INOFHA 

16) Jar:;e l\lei:xo e Gia, 

17) Coelho !!eves e c;.a. Ltd,,, 

l8) Cleifera Ptr.tan S/l\ 

19) r;rLilli - Cin, Ind,de Lat. da Bahia 

Gaeho Industrial e Comercial n/A 

.· .. : c:;,-d;;•.l.;i.na Industrial S/I\ - !TISA 

·· Hordes t:o t~ -~nd~ de 
Mandi cc a 

~·4j 1nd. Coclhn S/A 

ITi ~· de .Janei ?'>') 

;; j Gf'JUG ( .J.:1~.r;t.larn 

f;HE.';F (Pi-1U}J) J\ Conso III) 

5) CHEVAP - Santa Cruz 

6) CHEVAP - 3a:n.tu Cruz HI 

7) CG!IE111·: 

8) COPEL 

Alagoas 

Alagoas 

Alae;oas 

M. Grosso 

Guanabara 

Guanabara 

Guanabara 

Guanabara 

Guanabara 

Sta.Catarina 

Sta.Catarina 

Sta, Catarina 

Sta. Gat11.rina 

Pernambuco 

Pernambuco 

Pernambuco 

Pernambueo 

Balli.a 

B:ihia 

Bahia 

Parafbn 

ceara 

Pernambuco 

Pernambuco 

TOTAL 

R.G, 3ul 

R, Janeiro 

M, Gerais 

Dahia 

ouanabara 

Guanabara 

Nordeste 

rarana 

610.000. 

28.000 

22.20.0 

l.500,000 

55.600 

17.000 

44.500 

129.200 

Tf,800 

778,000 

344.50!) 

55,500 

105,500 

18,900 

5,550 

22.200 

3.300 

260.000 

6ll.100 

21'7. 200 

644.ooo 

131.100 

80,500 

l.9'14.500 

7. T77 ,800 

i.500.000 

16,000,000 

57.000.000 

120,000,000 

12.800.000 

22.000.000 

32,550.000 

700 

555 

37.500 

1,390 

425 

1.113. 

3,230 

1.945 

i9.1i50 

8.615 

i.388 

2.638 

1173 

139 

555 

82 

6. 50f) 

15. 2'i8 

5,431 

16.100 

3,278 

2,01) 

48.61) 

486 

38?.690 

37,500 

1100.000 

1.425.000 

3,000.000 

320~000 



Estreito 

SOTELCO 

L~_unh1;n• Industry 

1) Madeireira do Nordeste S/A 

2) Federal Com.Ind. de M6veis 

3) F~brica de Placas de Madeira 

It) Irnaribo S/A Industt'ia e Comarcio 

5) Ind. e Com. Madeireira S/A 

6) Antonio c:rl.st6vao da Silva 

7) Vald~f;la!' Au;_'.,i.1sto de Souza 

8) G. Espindola 

9) EUCATEX 

lG) l<!ad:equirnlca 

11) Soc.Brasiliense de Madeira,Ltda, 

1) Cia. de Beneficlamento do Li;:o de 
Alngoas 

2) Ind. de Confccqoes de Alaeoas 8/A 

;'} Renov.::-tdora Pneus Uova Vida 

s. c: a .. Ltd a. 

"fJ PLAS1'IHEX 

9) GranJa Guanahara 

ll) Clef.PEL {Papel e Celulose) 

12) Olinkr!if't J/A (Papel e Papelao) 

13) Governo do Tcrrj_tOrlo P·erleral da 
nornlonia 

14) Banco do Dcsenvolvimento de t-i1nas 
Gerais 

15) Bezerra Silveira e Gia. 

16) Soc, Ind. de Lar;es Ltda, 

Eufrasio Ferreira .co.sta 

Houpas Con!'orcal S/A 

STATE 

M.a./s.P. 
Sta.Catarina 

Al ago as 

Guanabara 

Sta. Catal'ina 

Sta, Catarina 

Pernambuco 

Pernambuco 

Pernambuco 

Pernambuco 

s. Paulo 

s. Paulo 

s. Paulo 

TOTAL 
= 

!ilagoas 

Alar;oas 

Guanabara 

Gum1abara 

Guanabcira. 

Guanabara 

Guanabarn 

Guanabara 

Guanabara 

Guanabara 

Sta, Catarina 

Sta, Catarina 

Rontlonia 

11. Gerais 

Pernambuco 

Pemambuco 

Pernambuco 

83.300 

28.000 

2.100.000 

2.500.000 

).}l...900 

6.670 

2,780 

3,300 

2.000.000 

1. 750.000 

8.612.950 

70.000 

ll0,000 

28.000 

109.000 

126.ooo 

82. 3-00 

I~8 .. ooo 

13.400 

10.000 

lf00.000 

19.500.000 

10.120,000 

1.670.000 

1.490.000 

2.083 

700 

52,500 

62,500 

3.473 

167 

70 

83 

50.000 

43,750 

215,326 

1.750 

700 

2.725 

3.150 

1.20'.J 

460 

250 

10.000 

487.500 

253.000 

41. 750 



da Para:!ba 

Quirino_ L1l'a e Gia. 

S/f\Bra5Heira de Ind. 6ttcas - SABIO 

In0o_heza Tnd. e Com, Be:z;erra 

''5) DEMISA 

2) "RITf, S/A - Ind. e Com, de BrHagens 

2} Crasto Aero Industrial S/A - CAISA 

-_ --n;,l de O~ra;_; Contra as 
.,.1S:'.7:aS 

!~acionai de Obras CQntra as 

-·:: ·:; :·t:Hment 0
.:' .. ~·-~·--·~_nql (lt:; Gbras C\Jntr::i. QS 

:-.:~'en~-r =-~·;"i_;~';'~f"-~ -~~- c br:;.s Ccntra as 

')bras Contra as 

r:::~+--, '"· G';ntra as 
--

d-3: (,bras c-mtra c..s 
-~_,,-..:-.::~:::: 

J~i~l fo C'!•~ns ':'r,ntra as 

•::"\,• :..,'".;.ctf:':~n-'- U::1.G_ ~1a:. d~ r·tr-::.s -~Jntra as 
:.'..::3..8 

~I lCi~nal t'J~?r-:.:a ::--intra as 

Ua-'.l1.onal d9 Obr<'__s Cc 1tra as 

D-,senvolv. Ind. e ~c:ri. 

STA1'E 

Para{ba 

Para:!ba 

Pernamhuco 

Pernambuoo 

Pernambuco 

M. Gerais 

TOTAL 

Sta.Catarina 

Para!ba 

Pi au:! 

Sergipe 

Piauf 

Ceara 

ceara 

Cen1~£ 

Para!ba 

Pernambuco 

Bahia 

Bahi'1-

Nordeste 

Nordeste 

i-lordeste 

Mordeste 

TOTAL 

28,.500 

28.650 

l93.070 

2.780 

8.?-1+0 

i.250.000 

9.900.000 

77.900 

91.135 

1•57 .200 

548.335 

C30.BOO 

3.312.000 

1,656.000 

4.968.000 

1.656,000 

830.800 

830.coo 

830.800 

1,656.000 

1.100.000 

1.670.000 

209 

31.250 

249.448 

2,278 

13.708 

20.770 

22.800 

lfl. 40') 

124,.200 

41.400 

e:o.770 

20.700 

2'.). 70D 

41.400 



SUN AB 

'1'rs.nrT11scio'.; ru1;J D!-str!tut1cr. 

' Mun.~::{pJ o de Curnaubal 

fiz,n1cfpio de Crouiras 

)) Nunic{pio de 11ucambo 

ue Aquiraz 

: ~ ' :·ittnic1p10 de Horrinhos 

'}) Munlc{pio de AcaraU 

i\t'lC~'i C~-·YJ l•"orei--~n Po1·:er 

:5) CE.EE - Pas so Real 

(l) CElHG - (.Jac;uara) 

10) CEMIG - Linha Transmtss3.o 

1. ) C!!EVJ\P 

1 :=-' J '<... j FlJJU·lAS 

13) USELFA 

'"" l"f'...r_~:~_-•J:Y'- "i ": _.Q~".; 

J :· Gov-eT·no ?edr:ral do B!'as4 l (BR-11) 

~·1cr;:j~) Fede re_~. J3rr~0j 1 (DH-13) 

Gove1~1::1 f ;:_ ~.it~ra~ _'::?·?'8Si 1 ( BR-25) 

,-,_ G :,._}\fg Y:Yl') FedcraJ dr., !31·asll (BH-i:.7) 

:) A .-: ~; !Jre<.s1. 1 (BR-35} GrS-!L'.-1"'nt') 

~ -, ) Gov$r110 de· ~~Gtr~d-:_) ell' Pnran.9. (PR-5) 

7} Doverno do ;::~tA<lO rio Parnn-3. (PR-4) 

: } GcTvern:; do Estr:11n do Parana (PR-13) 

Govern,, ~~s tntl~~ d'.J Rio G. Sul {ns-4) 

lG) GovGrno do Estado do Rio er. Sul (RS-62, 
RS-8) 

r.lo Estado do Rio G, Sul (RS-3) 

E3tado Jo Rio G. Sul (RS-10} 
RS-42 

.Gntadci de 

Bahia 

ceara 

ccara 

Cearii. 

Ceara 

Ceara 

Ceara 

R.G. Sul 

M. Gerais 

M, Gerais 

Rio /S,P. 

M.G,/8.P, 

TOTA I, 

Nordeste 

Hordeste 

Jfordeste 

Parana 

Paran& 

Paran£ 

Parana 
Parana 

n.a. Sul 

R.G. Sul 

R.G. Sul 

R.G • 

50.000~000 

1.374.ooo 

51.374.000 

44.500 

27,800 

44.500 

41J.,500 

36.100 

44.500 

50.000.000 

72.000.000 

101.000.000 

75.000.000 

9.000.000 

53,000.000 

11.000.000 

371.241.900 

19.000.000 

19.700,000 

i:.600.000 

6.200.000 

3.700.000 

10.200.000 

8.500.000 

7.700.000 

3.300.000 

11.500.000 

8.300.000 

1.284.350 

1.113 

695 

1.113 

.1.11:;, 

903 

1.113 

1.250.000 

1.800.000 

2.525.000 

1,875.000 

225.000 

1.325,000 

275.000 

9.281.050 

475.000 

492.500 

440~000 

155.000 

92.500 

455.000 



' do Brasil (BR-5) 

do Brasil (BR-31) 

do Bra1.1il (BR-37) 

do Brasil ( BR-34/16) 

do Brasil ( BR-59) 
N 

"·1e l''Y\(l Fedor!') <10 Braat 1 ( Bff-35) 

i· 1·Nrno rJo E::; tado rte Santa Catarina ( SC-23) 

Gerv:tcei.'. 

') Huni.dpio de Massape 

::st<mc.G Jlunici_pa1s - Porto AleGre -
Belo Horizonte -
Bras!lia - Curitiba 
c outros 

. / . '.UdTEL \ ? ) 

') Ministf:rto /;,;ricultura 

5) 'lish;t.~!·io da Eclnca«ao e Cultnra e CAPES 

'_ VE>1' · J dad·~ do Rrasi 1 

:n.D.n~G. (netalur.) 2) 

~) H.D.~.G. (Ind. 

Dt~p. Hae. de Ob;::•ns Contra as secas 

Governo ;:;'cderal do Brasil ( Transp.) 

6} Gov8rno do Est.?_do de sao Paulo ( Transp.) 

.,._i-'1 A 

do Est ado de sao Paulo (Transp.) 
f.I .G01.,:ei"?1t') 

do Brasil ( Pecuaria) 

Sta.Catarina 

TOTAL 

ceara 

Federal 

Federal 

Federal 

l?'ederal 

!J, Gcrais 

I·l. Gerais 

!-1, Gerais 

i!ordeste 

Nacional 

s. Paulo. 

D·. Paulo 

28.000.000 

18.000.000 

35.000 .• 000 

30.000.000 

19.6·)0.000 

363.200.000 

8,300 

66.000.000 

22.000.000 

88.008,300 

1.300.000 

19.500,000 

5.100.000 

50.000.000 

75.900.000 

5,277.600 

130.000.000 

750.000 

490.000 

9.080.000 

208 

1.650.000 

550,000 

2.200.208 

32.500 

42.7.500 

127.500 

1.250,000 

1.897,500 

2.200 

4,6()0 

4.ooo. 

13L9lf5 

11,500.000 



NNfION.\L MINERALS SURVEY 

To ns:;i!;t in ckvcloping the National uepartment of Lincrnl 
i.-t·oduction into an org:~nization with the profess iono l skills needed 
to c,,t-ry out neccssn-::y \10rk in geology and mineral deposit research, 
prospecting, discovery <:nci ap 1··raisnl. More specifically, this involve 
pt·o~;l:<:ms to: ( 1) tr;· in SC fi<~ld geologists of the Nat:f.onnl Department 
of :dncrel ..:~roduction (Dl\I:-lI); (2) dev lop laboratories and to train 
20 LJJor:~tory speci;~lists :f.n techniques of enrth science and (3) provide 
;_icJvicc <end co,;~;ultati· n on cgcncy organization, development, nmi plE'.nninr; 
ir-: scientific rcsL'<\r('.h <::m: 2clrninistrntion. 

Th:·ou~)1 this activity GOB uill be able to apprnisc its mincrr;l 
r'-':; __ ;:ves needed in wat: rial, inc!us tric1l <'nd agricu 1 tund c.~cvc lopr.:r::nt 0ncJ 
cU_;>cov~r deposit:; of r:iinc1·;tls nrn1 in short suprly. Cu,·rently Brazil is 
CL nc·t i1~ _:ortc_r of. r.1incrrtl~;, LliI1Cr/~l [>rOclUcts, metals L·.nd minerD..l fut~lSo 

l!~1PLI::l·:L N1'il1'ION 
-~--------

Th~·cugh :.; ... ),, 11ith the U.S. Geologic<cl :lurvey, Lcpe:.rtmcnt of 
the Int r-i<1r, :n·ovide (1) "• U.S. geoloeists two first year and one with 
T~J"-{ con:·3u;t~1nt~:; ir1 t\·Ju subsc"c1uent t~~-10 years; (2) pnrticipant pcst­

rnc;uc.tc t;:;:ini:i;__; in the u.:..;, c,nd (J) certilin it<:ms of scientific 
cquipmc:nt Ur!.:~vcil.:o.hl(~ in t~r~ .. zil. 

U, '• Fir'l(i G<'olo~)-st:'; uill train each DrLlzilL:n u·olo~ist o·ic 
ye::·.~· ;·nc'. '7ill sup,.rvisc his independent work the foll0Hi11;~ yc".:lr; this 
uill 1,c follO\-ff'd by one ye;_1r of post-::raduate traini· g under pl'.rticipc::nt 
;_.r:nt in the U~S. fhc lnbor.1tory gcolo:,i:>t 1-:ill cst;;bli~;h facilities e.nd 
i-:;roccc;UL" '; , iH'. t~·: i.n SpC'Ci. .. list:; for :~ years. 0hort-tcrm con:rnlt;_~nts '1ill 
t'<.;t;-1~;, i_~-;i; :;ir·cL,l LiciliLit s needed in support of field nnd L1borc.tory 
u:~lts __ n< !~or publication. 

The prcl'·,n;H\ L; L:id out for 3-ycars. The first unit of field 
t r;,in1i·1r', ui 11 be ioc,,ted in the '.;tatc of l'i,J1L;. containing known deposits 
but :initcd re;:;;· -ves of copper, base metal~;, ~rnd tin, .-ill hnving high 
p:cioc·i th:> oi: tl: GOB for ~ipprais<i 1, discovery nnd development. :·:ffective 
lcbo:·aviric ;~ :in ~;;·ologic<J 1 interpretation of seri£1l photographs and gco­
chunicul ::nnlysi~; <:trc needed to provide technical support to field 
inve::.;tl~;c.ction:;. Establishment of n publications unit is needed to provide 
early clissernin;:tion of reports c.nd maps to the public nnd GOB agencies. 

The project is designed as a model to demonstrate to the DI.:ar 
tl1c uay geological survey:. nnd minerals rcconnnissancc programs should be 
organized ~nd executed~ 



llrevious u:;;.ID/USG;; assistance to the DNlh had limited cff-ct ... 
tiyonc~& in institutional dcvQlopnent owing to administrative problems 
of th<.~ G()B and the princip<11 results were geologic reports of wtjpr 
mincGJl posits nnd districts and the in·"'sc vie:.: tr0ininc of young· 
Drµz.ilinn L',c'olo2ists not affiliated uith the UNJ!li. In 19611-65 GOB 
<lcw:lopcd ;; l0-7cnr Master i lnn to appn,ise its reserves of 20 critical 
1nincn1l commoditi(·s nnd to stuc.:y the neology of 13 rcLions consi(.lcrc:d 
f: vorab for mirwr::;l discovt~ry. Th~ : 1r:,f:i dent issued uccrec 55.837 
authorL~ing the IJiLL to carry out the plan nnd giving the ngency the 
r<cClcssnry pm1ers necdmi for succcssfu l impl(:mentnt ion~ Authori%o.tinn 
for :i.ncr n.sing the staff wa;; given in 196'•• i\ project o.greeracnt vith 

for trninin[~ I1t:;..h l:',Polo'\ists in g i;:! was ~;i;>,1wd in F;61,,. 

l 

Tee • st. 
ticiptrntH 

Cour.wdit 

1 ·:~ ~1 pro jt:·C~"- ,:1grCi!Lh_·_nt t\lf:\:n 

LU,.U, n·~;1llt1·d in firlt: tn1illine 
;_~i~'C>lO;~ic tnL_!}r-i L~rh ge{)C!1t'f;iiC~~ l 

or l:> gr~ 

;n·o:>;x·cti 
G tu1d undc r-
6 n·port:; 

r, .'l< n;~p;; :~u:u.',, i .. ing the :;cii:nrific 
1 

__ f,~b,-I.~ uf th,-- ~·co~1~:1 •.. .:~lrli r 
Gc"oc! -~l l ;_·ro.:~.pcc i {_-it t 

to l \.. '- .111.dyGt' to '.-UP.'•Url: l 

fuller 

' 7 

r·. 

;\!) ; i .. c: ' 
:c;.PC•' :-;ei,. 

nt of 
>iii ch 

r 1 

tl~c GC-B i u«::r1ct~ ..-_1[ tile l.'t'"!~-;·;it' ntii·~l t::c·rce in lr](l, 

" l. I .. r <:l e:"'port n[ Lon nrc- to h<'lp rcsolv<.: 
i c i!: 
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scri;d pboto;~rnph mcH;nicG in tb! i:i;tion;~l c;,"o~;r;v:l'.1c 

d for 111' l:ur ,1 rr:~;oLn:ces dovc lopmcnt (mine: ed. , 
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llYDilCLOGIC lM'fJ\ - RIO 

, 
To assist the Divisao de i~guas of: the 1'.inistry of Lines nnci 

l'..neq;y, in imfffoving its cnpabi lity in the collect ion, compilation and 
dis~eminntion of hydrologic data on a country-wide basis. The Divis~o 
de F{~uns is the! govvrnment a~cncy responsible for streamflou und other 
hydrolo:.;ic data for all of Grazil but to date hils been urwl~lc to 

effectively carry on its rc~ponsibilitic;,, 

Tlirou0h a Pl.SA with the lJ. _;. Ceo 102.ic<, l :)urvcy t\lo technician:; 
pJ_us n short-tern consultant, in ~;urfacc \JQter hyclrolo;s will be a~si;~ncci - ' to a<iv i ~;~· the Liv i.s.:-to cc ··::u::i:;, Thc:;e technic i:ins ui 11 reco,;r..f'n<l o-.-gar:i-
.. z1tio11;_~ l chc:n~;c:_; nccc:'.sar'/ t:o ccntr.'<li%.e tbc control of colll'ct5on, crn~­

r:iL1ti_z1;1 ,:ru public.tiun o[ hycirolo:.ic data; ,rnd to advise nnd assist 
i.n the i.mp~·ovc-1-:, nt o[ p.·actic,·:; ;·nti proce;(iurc s in field E1n<! oZ:i.ct• jn 
o:-..c~er to im_ rov(~ cffici. r~cy e_~nd rc:li~\bility. -·r._~ini;·;t, in the Lnj_tc·d 

-::.:,-~:.tL::.; ' .. ~it 1 fH_' p:-ovi.dcd for thr~ c l:c~r (::J~:.inr crs pc-r yccr and sc1,:-!ll t1r.;ount 

uf cor.:r~cJ<.iJ_t--,-~ as~-;ist~JJ;ce in tLc for·1n oL L:/(:rolo; 1,ic infitruE1ents ;\Dli equip­
r:ie~t ;1ill he prf_1vited, n1ainly for Uer1onstr;~tion purposes. 

j.\ fc~,,.; c~;:,i-1ocl.lti{ s ll(C' pr(~-:" nt ly un( t·r_· p1-ucuret!H'iit one.: :J-·ic 

C t"" '--z• 1"('''1't 1 ·T, (·'t~--i•~t 'l~-~~-l("'tT -t"('!.·-.. ~··1o·r• 1 ' ·-r!,)•'- 11 ,;i-i\'l·S.~l:.! 1 ':l-_.:. .'~·-·. __ P .. ,--,,s 
a;_~ ·.-1c~/ ii.i:~~J npi ..... _:.; .. ~~ Li. ·-.l..i:lL ,i.... t:Jt- ~L ·~~ _.\.1,i.,_·i·L· _ , ,,_ . ___ ""- ...._,~ ~,-

is in t:b(: prnce:~~,.. u~ ~;ci::(; u;1-~~r,...lt cd to a 0 ..icp:-i~ t.:H~H.~nton in tlic 1· .. inistr:· 

li' ·~ :n 

C ru?. 1:, i. r () j u ~ .. ,; ~c; ~: t 

r,-. 1')6 ,··:·-1·;(,7 
--~=- -~--·-~~---____....,,..___,_~--~-- ~--~ ----------

qf) 

~ ;J, -"--- _Cr:._ 1.,, 
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GROUNDWATER SURVEYS 

To provide technical assistance nn<l in-service training in 
hydrogoology to Brazilinn geologi3ts while carrying out field investiga­
tioriS in the !•!ortheni:it end to provide consultction to the lJivisno c!a 
Hi~rogeolo2ia, JU~ENE to develop that agcncy. This activity will improv~ 
tho tochnicc,l competence of the !Jivis;o <la lliclrngeol.~giain carrying out 
ground vate~ invcsti3utions. Investi~ations with US~ID technic~l 
nssi3tr.nce L'i 11 assist in the i1ru;iedi.::tt: deve lopmc·nt of ground water 
resource:_> ,1nd r:K:thud~i duvelopcd coulc b' c.xtrnpolc:,tcd for use else~1her.e 
in the ::-the<:1st. Con':ult;•tion on lLnnint;, operations, encl r::an._::_;euent 
oi 1 i gn:io.t ly incr,:ase institution.:. 1 effect i vencss, UJ,111.i assistance is 
contcm:)L1t11d throur;h FY 68 at \Jhich time the Divis~o de iliclror:,cologin c:-_n 
continue without out!; iC:c a~:> sis tLnKe. 

(-,1 

- . ~l 

1 

in 1 

u h , ,;,, ::'.:r«t'm<~nt t hyttro lo;;i<;t:; from the United 
v-\i. lo i tUC'..·"ey re i1 si:•nec1 to \lork \iitl1 tlH~ Livis~o dt_:.< 11 ,.~cJl(:--

oC ;·ound-,.\ U>r rci;ourcc' of pr c1fic b. ins. The DivL;io~·i 

ll ' 

.,)-, 
l, l 

h.-·s provided oft ice sp;.·c ;.ncl othe1- [,:ciliti• ;: Cor thc:;c 
nl, L• B,-;i;;ilLn ·oln;i l ,.re to h1 ;;; nt tot 

L l fH•('CLd l:u t not v;d L; le n r, r,::z i l.. 

iJ' n c. t J_ VC rens. ~-~<)U 

hcr:n Lrr r;l;- tcd in l-tu· w.:sc <'II( •. r· 
Cnc\ r s c·nc:d _IC/ l, t'.m l:ivi ::ion of ,iydro-

in 'iyu~o~1,r·olo:-~Y· .. ost 
riv1 d Lnr nrr; iP use, 

FY - lS67 
~~~~-1(~~c-:;;;-

IiM ...:ii!- r; , 

36 80 
13 
5 

l.!'Y _~ 1968 



MINERAL RESOURCES SURVEY (NE) 

To develop the SUDENE Division of Geology as an effective 
Agency in the field of economic geology us applied to Northeast 
Brazil t11rough consultation on planning, management nnd operations, and 
in-service training of Brazilian geologists. 

Thro\.lglt a E'i>.SA t1ith the U.S. Gcologicnl Survey t\'10 gcolo:c;L;ts 
ar . .:: .::ssigned, one in field inves tig;lt ions and one in lw.borntory develop­
i-;'len! :;nd tr·aining of laboratory personnel of the liivision of Geology. 
Thrc:c0 

.. K:1 •..;ill be prcvidN! by tht• end of J.966 through 1968. 

!:?iZCGIC:;:,s T; f;,,T;_: 
-~·--- ... -·------~---

Techn L~-~iLtns \Jhc> Ltrrivt_'d in li_!tC ~· _rch, 1(_~(;5, s:udi(_i l.:1brJr;t~-~-· .C"~~ 

::c:;..-:~:1i t·-" ;-;· -·rit:; ~!H_! -!.·e::.,~cr~uJCn('.(:d t:/lh,~~.; of Qc1ui pc1_i nt nC:t~d'- d for r~in ~·rc..i r~nd 

r-ocl< i.dcnltfict~~~i~-_)n ;-~1~d (~V,:1luatic::n as pos!;iblc~ ore r:-~aterin,l. l~"\ field 
cxaminaticc nade ir: June 1965 denon!;trntcd the re;:H;v ;:tvniL1bilitv ot scvc:-,_l 
h 1,.1ndred rnillfon ton.s of gypsurn in Cear~ £\nd p,~r!-:.~J:~b~1co edPl)_:fite for min:: 

Gt~rYlo,:-·.ic,:11 /_ind ~.ining t\gt~nci(:·--~ ~.tnd for ac:_-,t'.cr_-;ic tr~-~ini_ng. Technical 
a.rticlef; h:~'l~-· b...-• -n tr\Jn:;l'-i.tt·d ror tr.-.~tning rndtt3Lial and fi..:;r pr;:.Ctic~-~J fiel.c5 
studies in speciaiizr~d ":ind gc~1;e_rr,_l fi(·lc·· t :_ ('CC}Lt1r.:ic geolor;-y and 
irtbnratt>r::/ tc~t_~~~~-,ic;uc,~;. 

c()ffUTI(Jdi_ ties 
Ot:hr::r Costs 

~:-'"-{ ~ 1 <J6 iJ 
c~-~-'--<'-"~-"~"~'...-....___.:;,....,_-.-...-----~~-~-?­

.-, 

R3 
13 

~-~Y -- i967 
--~~~----=~----
!. ' ' ,.-._ 
i'E- ~ 

60 i-;3 
1 '} _.,, 

5 

FY 

60 

- 1968 

13 
5 

22 
176 



HYDR,OLOGlC DATA - N.E. 

ANllEX I 

EXiI:tilrT·· Ef 

To assist SUDENE, in cooperation with DNOCS and CVSF 9 in improv­
ing the:ir hydrologic data collection networks systems and lip-grading 
their technical competence and capability. This activity will concentrate 
on improving the collection, computation, analysis, compilation and 
pubU c:::.tion of streamf low, rainfall and evaporation data which is urgently 
needed for all water development and water use studies. 

Through a Pi:;.SA with the U., ·:.:_ Geological Survey t\·JO technicians 
in surface water hydrology are assigned to advise the cooperating agencies. 
Tl1;;~se tec:hni.cinns assist, advise and recommend, the necessary improvements 
in methods, practices and procedures, and in organization, to improve and 
expand the data collection program in the llortheast and to improve date. 
reliability. The assistance will be reduced to one advisor at for about 
one year~ 

Training in the United States for a number of mey engineers will 
be provided,. LimHed amounts of U~S .. comrnodi ties wil 1 be provided in the 
fonn of hydrolo,sic instruments and ec1uipment. Lih1ited local currency 
assistance wiil be provided to assure that the data will be published. 

PROGRESS TO D1WE 

The USGS has furnished two technicians, plus one on 90 day TLY, 
to date~ One technician has concentrated on collection of data and 
operations; the others on the computation and compilation of the backlog 
of rcn; data in tl1E: _;: i les. The station networks have been expanded 
Hppreciably and r~li~bility of field and office work considerably improved. 

FY - 1966 FY - 1967 FY - 1968 
~if>J .JlL C I\ MH _§L Cr'i lib II. Cr:1 ~ :ii " ~ --" 

Tech., Ass ts 24 64 15 40 15 40 
Participants 10 10 10 
Commodities 20 10 10 
Cruzeiro Support _jQ -· ~ ..2.Q ---94 50 60 50 60 50 



To assist the Sao Francisco Valley Commiss1on (CVS'fr) 
a ~found organization, efficient and economica1 procedures, and a well 
trained staff to make complete studies of the land and water resources 
of the Valley as a basis for multi-purpose development projects. 
Furthci.nore this sta.ff will consult with USAID/Brazil and other Brazilian 
agend.es on problems_ and programs in the field of river basi:n development~ 

Through a PASA with the US Bureau of Reclamation provida the 
services of 8 technicians plus short-tena consultants. These would be 
specialists in the field of hydro-engineering, geology, soils science, 
anu economics. l'hey will advise and give guidance to the program. By 
the end of the three year program the staff of CVSF should have information 
and skills to produce a long range master plan for multi-purpose develop­
ment of the Valley's resourceso On-the-job and participant training in 
the US is an integral part of the work. 

Pl~OG:-~ESS TO DATE -

8 men are now on board, housed with the CVSF and working with 
national engineers in developing the preliminary survey program, pro­
cedures and planss Photo-raaps have been assembled, a large number of 
reconnaissance field trips have been made including a special fly-over 
of the entire Valley~ A large amount of information is available since 
the CVSF has been in existence for some 20 years. <• systematic approach 
to planning and development however, is only now beginning. 

l•1 Y - 1966 FY - 1967 FY - 1968 

Ll!1 "' er;? ~ ..Jl Cr$ 1·J·~ -1.. c "'' .....!aiL... rel 

Tech .. Asst~ 108 207 108 207 108 207 
l:"articipants 38 38 38 ..,. 
Other Costs 50 50 50 
Cruzeiro Support - 122 - 150 - 150 -- - -295 150 295 150 29 5 150 



PURPOSE 

IRRIGATION (NO:l!HEAST) 

ANNEX I 
EXHIBiiJ.' E. 

To provide technical assistance and training to Brazilian agencies 

i r' irrigation development and construction of small water impounding and 

retention structures in the Northeast. 

U1l'LEHENTATION .. __ ~_ ... ____ _ 
The irrigation development phase will be implemented through a 

l.'ASA with the U eS o B ureau of Reclamation which will supply two technicians 

or: a long te 1111 basis and short term consul tan ts as required. These 

technicians and those assigned to Northeast River Basin Surveys will be 

procured under a single PASA with the BuRecn The construction of small, 

water impounding and retention structures is being implemented through a 

cooperative program with the Food For Peace.program.. Local support Hill 

be pr0vided by one local hi.re technician~ 

Cruzeiro financing of the program for the construction of small 

water impounding and retention structure will be continued through FY 6@. 

Pi~OG,-:ESS TO DAT...:": 

The two Bu~ec technicians are now on board and ar~ assistin 

DNOCS ancl SUDEN~: in the selection of pilot areas for irrigation development. 

One small retention structure is being constructed, and agreements have 

been reached on one other.. A participant training program was initiated 

late in FY~-65 to provide training in the United States and in I'~exico. 

This training includes on-the-job training in Mexico and also university 

schooling for a nu:nber of Brazilian professors, who upon the return to 

Brazil \·Jill teach 11 lrrigation Sngineerin~" in the universities of Brazil. 

FY - 1966 FY - 1967 FY - 1968 

i::. ' ~- ill 
/'. Cr~· 1'11·i ~· er;'. . ) ~ _:.l_ .............. 

~fech o Asst. 30 58 30 58 30 58 

Participants 30 30 30 

Couuodities 20 20 20 

Other Costs 15 15 15 

Cruzeiro Support 200 200 200 --123 200 123 200 123 200 



EXifI»IT E 
RIVE!~ BASIN S'fUIJlES (NORTHEAST) 

PU:ff-'CSE 

To make preliminary appraisals of the land and water resources 
of Northeast Brazil which can serve as the basis for multipurpose develop­
ment projects. 

na?LE.MENTATION 

Through a PASA with the U0 S 0 Bureau of Reclamation provide the 
service of 3 tcclmicinns plus several short-term consultants in the fields 
o[ engineering, soil science economics to advise and give guidance to the 
program. These technicians may, from time to time, be requested to provide 
technical assistance in irrigation development as described in the sub­
;:>.ctivity lrrigntion (Northeast)~ The studies performed by the Bureau of 
.(ec Lunation wi 11 be used as guides in the preparation of a master plan for 
multipurpose development of the land and water resources in various basins 
in Northeast Brazil. 

Coordinntion, backstopping and local support will be provided 
tbrou.c;h a din~ct Lire \later Resources Plci.nning Engineer and a stcff of 4 

lace.ls. 

T'.:O river basin surveys (Pire.nhas and Rio Grande Basins) and one 
prQliminary reconnaissance (Araguaia-Tocantins basin) }lave been completed 
by BuRec personnel on TDY assignments. Of the planned 9-man resident team, 
8 technicians are presently in Brazil and are concentrating their efforts 
on a rcconnaisso.ncc survey of the 3ao .i."rancisco ri'ier basin. A participc:.nt 
tr.:.ining prograr;i was initiated late in FY-65, for training of technicians 
in the United States and in Mexico. 

FY -- 1966 FY - 1967 FY - 1968 
i'J·l _iL c (\ MM .JL c ,u, NM _i_ Cr-''.· r.;z ru ·1r 

Tech. »SSt. 36 69 60 115 60 115 
Participants 30 30 30 
Cor:imodities 20 -1.Q --1.Q 

119 165 165 



l?U;U-OSE 

~\GUAIA-TOCANTINS BASIN 

ANNEX I 

EXHIJ3IT E 

To assist the Comissao Interestadual do Vale do Araguaia­
Tocan tins (ClVi\T) develop a long ranLe pro~;ram for the land and Hater 
rcl:.:ource use in the l.raguaiaM•Tocantins Basin. This will include 
organizntion and administrative resource survey and evaluation, staff 
trnin1ng, and methods and procedures~ 

Tl1rougli a PASA agreement with the US Bureau of Reclamation 
9 r~~sident tecl1nicians \·Ji.11 be assigned to CIVAT to work ivithin their 
organization together with their personnel in engineering, geology 
(hydro (·: minern l), soi ls sci.ence, economics, administration and manage-
1n2nt. T'.J~y «·1il l work clirt2Ct ly in the areas of their specialties vii th 
thei~· ccuntc·.-parts showing as \·1cll as advising, leading when necessary 
;:-i1d generally stimulating the CIVf,T orgp.nization in all technical 
nspccts, 3nnc e:1::;i1~eering D,nd scicnti£1 'equiprncnt will be ncquired for 
tl~e a;~~cy una selected participants vill re~eive training in the U.S. 

Scvcrc~l meetings have been held uith CIVi,T officials and a 
rncc£Ln::.; tc c~1.3cuss iEo;:;rar.; details and time schedules is to be held in 
Goiania Sept. 8 and 9. 

l?articipD11t=s 
Commodities 
OtlKr Cost.s 
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METEOROLOGICAL DATA 

PURi-OSE 

To assist t~1e Heteorological Service, of the Ministry of 

Agriculture~ in improving the collection and dissemination of meteorologic 

data. The Heteorologicnl Service is the primary agency in Brazil for the 

collection 1 annlysis, and reporting of meteorological ~ata and as such 

desires to improve its station networks, its communications ond r~porting 

sy;;tem~ and its technical competence. This activity will concentrate 

on the above phnses in order to better provide meteorological services 

to liJ~ricu 1 turc ~ industry, transportation, and the general public. 

lHPLEHENTATION --------
Throush n EASA with the u.s. Weather Bureau 3 high level 

metcorologis~will be assi~ncd to advise the Meteorological Service in 

organization and overall management and activities. The Meteorological 

Service is considering the major part of its improv mcnt program to be 

financed throu~h ~ low-interest USAID lo3n of cbout ~6CO,OCO for imported 

equipment, ll" 9 technic L::ins, and training in the United States of k~y 

personnel. 

No assistance has been provided to date. The r·1eteor:ological 

Service has beg<:cn a general study of equipment needs to rehabilitate and 

c:i~p<.incl col lee ti on and reporting nctuorks; also has be'._~un re ha bi litc:.tion 

with 01-m funds. 

C!.l.= t-\SSt11 

Participant 
Co: unocii tL'S 

69 36 
20 

200 
289 

FY - 1968 

69 36 69 
20 20 

_20.Q 200 

289 289 
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WELL REHABILITATION ~NCRT~~Q 

PURPC6E 
' 

To assist Brazilian e.genci&s to increase their efficiency in 
drilling> de~.relopment and tasting of new wells and in the rehabilitation 
arid of existing wells" 

IMPLEMFlNTATION 

.>tart 
red t.c 

't'i,ro specialists in well drilling, developing and testing will be 
tr1rough ·oorsonal service contracts. one will be assigned to 
CONESP and the other specialist will be assigned to work with 

,·\ t orr; ~"~nt t!v~ re are over 250 well drilling machines in the North· .. 
wh; ci, le f~s than 15 nercen-t are in .. easonable operating condition. 

so n· '•l',;ximately 3,000 wells wnich are in need of rehabilitation. 
t mcnLioned above will provide advicu on drilling techniques, 

rehabilitation wel~ rigs presentl;v- in Brazil, developing and 
new wcll.s and :rehabilitation and testing of existing wells. 

A small amount of equipment not available in Brazil will be provided 
tra:Ln.'.rg .:'or participe.nts :tn the U ., 

parts for well«>drilling equipment which was 
and ordered durirog FY-65 is now available to 
dr:.tlling equipment.. The two specialists refer­

a.re workingo Through a training prcgram a 
an.: receiving advance training in well drilling 

FY - 1968 
MM .JL Cr;'.t -

24 56 24 56 
50 50 so 
20 20 20 

--2 
l 131 131 



ILLUSTRATIVE ~ TURAL R1£.SOU·~ 'L"'"'·-~0 
TECHNICAL ASSIS TAN CE PB 

FY .. 1966 FY - 1967 "_..., ~ ., . ·-'"ci·$M• MM--$ IM ::1~11 ........ -

MM $ C:-$ 
-'"'*- ~llO-.wi :it . lf'-"llHI>~•- - - -

~~1'•~·--·<--+<>•~·-'-•l>ol-........i..1-... ·-il"li• ~t"'-'·"'""'-""ltll "'n~ 
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Seabee so 
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Tc:C. As:t. 48 ll6 ld so 
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OU.. r C ol\ttl !O 5 
Cruuiro SGppo:rt l* 

16™9 ~ !+t 

3., !!.,&m a.oi9 1c cartsp·•er.. 
T~ .. Aeet .. 3 AO 0 
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Aaet. lZ 28 0 lZ 2S 0 
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ILLUS TIVE NA TUR.ll.L RF..:SC 
TECHNICAL ASSISTANCE PROGRAM 

y '" 1967 
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XLLUS fRi\.TIVE NJl,TURAL RE.:SOU 
TECHNICAL ASSIST.ANGE P.RCGRl:i.Jv1. 
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13. _!'--raguaia-Toca~~.!'2;:;. 
Tech. Asst,. 
Participants 
Commodities 
Other Coets 

TOTAL 

ILLUSTRATIVE NATURAL RESOURCES 
TECHNICAL ASSISTANCE PRCG~~M 
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1. 

INTENSIVE REVIEW REQUEST (IRR) 

ANNEX 1 

Exhibit G 

F~mdo_de _!'._'~~nanciamento de Estudos de Projectos e 
Programas {FINEP) 

cant 

The applicant is the Government of Brazil, acting through the 

Ministry 01 Planning and Econornic Coordination. The executing agency 

1s tne E\rndo de Financiamento c:·? Estudos de Projectos e Programas 

(FIN _F), established by Decree No, 55820 of March 8, 1965, to act as 

tinancing agent and project review coordinator within the office of the 

.\11llistry oi lanning. FINEP will be administered by a board composed 

the Minister of Planning as chairman, the president of the National 

Bank for Economic Development (BN )1 the director of the Industrial 

Cre t Bureau the Bank of Brazil (CREAI) and a representative of the 

regior:al and state development banks and institutions. FINEP 1s admini­

s t 1·at1 ve 1unds a re a part of the Ministry of Planning 1s budget, 

The Pro ect 

A. I. D. loan funds will be sub-loaned by FINEP to private and 
public entities to ssist in financing feasibility studies, by U. S. firms, 

joint ventures of U.S. - Brazilian firms and Brazilian firms, in the private 

and the public sectors of the economy. The objective is to accelerate the 

rate of invesirricnt by assisting private industry and the public and semi­

public ag ncies in identifying investm.ent opportunities and requirements and 

forrnulating adequate capital projecL. 

T sub- loans will be made through the National Bank for 

E:conornic Development, who will act as primary agent and as the deposi­

tory of funds, and the Bank of the Northeast and the regional and state 

developrnent banksi all of whorn will act as agents under agreement with 

FINEP. FINEP will control the overall administration of the fund and the 

basic regulations and criteria will be the responsibil,ity of the FINEP board. 

In the actual lending process FINEP will act as the review and approval 

office. All sub- lending administration, credit evaluation, project screen­

ing, taking security, preparation of sub-loan agreements, etc., will be 

undertaken by the financial agents. FINEP will then review the analysis 

of these agents, including the contract and engineering firm and approve 

or disapprove the sub- loans. 



- 2 -

The financial agents w'..11 receive a cmnmission for their work 

as agents. FINEP will rcloan the funds on ten year terms at interest rates 

of sufficient spread to create permanent capital from earnings. 

FlNEP has requested that A. I. D. funds be made available for a 
wide 1/ariety of studies including general studies, sectorial studies, pre­

feasibility studies, feasibility studies and administrative and management­
typc studies. This flexibility will enable the Ministry of Planning through 
FINEP to endorse and provide financing for the study of any activity which 

:-.-;J1ow;·; development prornise. This flexibility will also provide speedy 

;1ccess to resources for the study of such projects, thus allowing prompt 
exa1ni nation oi projects and acti vi ties bearing on economic development. 
All stcdies financed by loan funds will be performed by private consulting 
I!rrns 01· consultants. 

The US AID also proposes to include technical assistance financ­
rng 1n this loan, such technical assistance to be utilized to (1) assist FINEP 
in tfH· dcvcl:)pnv :H ~Ji Lhf' sub- lending review and a ppr oval procedure 1 i. c. , 
<-1ssistance in developing the most appropriate organization and in establish­
ing administrative procedures and criteria and (2) to assist potential sub­

borrowers ''"' ,;('i.i':~ng projects, preparing scopes of work, and applying for 
sub- loans, 

Th~ CCB requests a loan of $5 million, for dollars and local 
cost fin;1nc1n,c~, \,_, 1in.J.nce part of the total requiren1ents for project 
dcvclopm,:nt '.>.hi, b ;ire estirnated at about $22 billion (approximately $12 
nnlLui, c;oli;Jr-c--: ,,,:l,,nt) over a period of about two years. Commitment 
oi the AID L•a:; \.\.._' ;,u b<· expected not to exceed one year and disbursements 
h•.o ;u-.;~ or;c J;;_,l_' r~; after conditions precedent are met. 

Thx u<:h• ::.·sou.recs of funds would be the Inter-American 
Developn1cnt ELnk, tu which the GOB has applied for another $5 million, 
the GOB, as '-"t·L :L'' contributions which the investors themselves will 
be expected tu 1:: clv_, (10 to 20 percent of the cost of the study). 

The lack of adequate projects, both in the private and in the 
public sectors, has become a critical aspect of the implementation of the 
GOB Econon1ic Action Prograrn.. This weakness was pointed out by the 
CIAP in its review of the Brazilian program last year. CIAP recommended 

rneasur2s to strengthen the project-making capability through incentives in 
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the form of financial and technical assistance for project development. 
For cxarnple, the I.BRD has prepared an extensive list of projects suitable 
for financing, only a few of which have been studied to the extent necessary 
to qualify for foreign financing. Additionally, the USAID is being constandy 
requested to finance feasibility stu<lies and at present is supporting several 
studi s with grant funds. 

S. P1·oblerns and Issues 

Loe 1 cost financing: in accordance with USAID policy, it is 
propo::cd that the studies be undertaken by the following firms: joint 
vent.tires of U.S. and Brazilian firins, U.S. firrns and Brazilian firms. 
in orde1 that the financing of such firms may be projectized with the AID 
10;1'1, both c: r ;ind local cost financing will be required. No other U. S. 

r;\viF:'d or controlled local currencies are ava.ilable for this purpose. It 
the opinion of the USAID that the institutional benefits of this project 

iusti1y local cod financing. Further, it is felt that local currency avail­
a.bility '-Vitbin the loan is essential to good sub-lending administration. 

6. Technic Material 

Tl.-ic,' Ministry of Planning has submitted to A. I. D. a copy of its 
application tc· the IDB which contains quate information and data for 
the intens;,, evicw of the request by the USAID. No separate application 
is considered nc· essary as it would be a mere duplication of the one pre-
sented to the ID A formal letter of application is being prepared by the 
Bo rrO'NC r. 

7. T 

Tlli. :;' cns1ve review will be performed at the USAID/B; no 
tiona sLi.!·~ il s are required. Such review can be completed within 

one week to tvn •l;:i v r authorization from LA/CD is received if no 
untorese n pt· b 1 n1~; develop. 

DBJ/kf 
August 2, 1965 
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of tl:.o cO;Jt of c~ IJl"'ivtLto ;~ccto1~ :3t1J_cl:/ Y.'"01J.lcl 1.JG: r};_:.ic1. 
·1J~r the locc:tl lc11cli.11c ir1~~-:;itlrt:i.011 if tl1e iJ1vc;:~~o1: tlc1c;:~ 

not (lcsj_I'c to follow throuch Li.nd make tlw invo;;tno:it 
in the project. 1l1hG s"hicl.y woulcl then beco;~·:c thr; 
property of the lendinc inotitution to be used for 
promotion of investment. 



rrhio icloa O.!)lJoaro to offer ::;omo real t:ld.vantucos in shm·inc 
i;nc ri~Jk bctvmon the potcmt ie,l invc:Jtor and tho local lcncU:nr; in::;ti tution 
\u1d in mul tiplyinc tho potential effect thane funds could. have. 

4. 

r: 
.J. 

Analyze the demand for oub-loa.n3 n.nd the p1~0G11cctn r Yr 
tho diobursomont of tho AID loo.n. 

Doo~l Bra:;ili2n J.2.w requiro the.t foreicn con:-mlJc::'::-i!;::.: 
be rni<l in cruzcil·oG exclur:::Lvely? Any lecaJ. p·obler:: 
of contractinc vri th the pe.yinc U. s. firms in uolJ.c~rr; 

Ghofild be diacussed. 

6. :::x:pln.in ho':r ;',ID will exerci:=Jn its 1;.pprov2.l of (i) :;rJccific 
,.,·l·11d'i'cc· (i·1·) -~co~)"" o-f' \''Ol'k \1 J·1··.1.· \ "'1·1·L·i·P·ic:::i·i .. ;O"c' O"" .,_i \J - i.J ,,.J l l._., ~J ..... I .u.. • j t.1L~U'~ ...i..,.1.. ..L C.U-lJ~I.. ... , ... } -

consultants, nnd (iv) torma nnd conditions of contracts. 

t. J}i.seur;~; the irn:.;ti tution 1mi1clinc; a;.;pect of tochnic<c~l 
P,ssi:::tanco. Examine tho dosirabi1ity of coordin<.',tcd. 
net ion with IDB and IBRD. 

G. :t:ncluc.le in the total coGt anc,l;i;uio of the J:'CYLUirc::!c1:·~~.: 
for feasibility studies tho contributions to be maQo 
1;y ID:'.3 al1d other aeenciE: o in i)roviclinc; fin2.ncin1:; thereof'. 
J°LlGtify the actu2.l need at this time for this AID lcun 
i:1 tho light of tho IDB cornl:litment of ~~5 million. 

9. Specify the means to ensure that the loan funds Go to 
llcvclopmont projects and r..ot fo:c broac. r;cmcrc;.l ::;tucUc;; 
nl:icl: o,ro not eosential to tbe CDB cl.evelopmont i)roc;1'2.1J 

ancl ;·roulcl not l'esul t in Yte11-d.efinecl },)rejects fol' feo.~cii)i·-

1 i ty stuclio s. 

10, ·:;c ur;.derstancl IDB has completed its tb:'aft loan po,pel' 1 e, 
cor;y of v1hich will be air pouched to the USAID as cooE o,f_; 

obta.il1GCle 
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MEMORANDUM 

TO: 

FHOM: 

SU11J: 

THE FILES 

tJv 
Duncan H. Cameron, GC/LA 

Ap!Jlicat ion of Section 112 of the Foreign Assistance 
and Related Agencies Appropriation Act, 1965 and 1966 
to the FINEP Loan 

1. Question: 

The question is the following: 

Does Section 112 of the FAI'_f,pr Act for 1965 and 196<~ require AID to 
approve contracts entered into by FINEP sub-borrowers or grantees with con­
suic111g firms to carry out feasibility and pre-feasibility surveys and st~dies 
a:li -co approve such consulting firms? 

.3e~t-i.:J:1 112 of the FA f\pr Act for 1765 does not require AID to 
c~~1 ;,:ro\-e co1Ycracts entered into by FINEP sub-borrowers or grantees with con­
s,,l :,ing firms to carry out feasibility and pre-feasibility surveys ar.:_d 
2Lidies anj to approve such consul ting firms because in the circuJnstances 
c~ cl1is case feasibility and pre-feasibility surveys and studies are not 
:e, p ~ tal '.Jr:ij ects '·''i thin i:,ile meaning of Sect ion 112 of the FA:J\pr of 1965. If 
c~:1e: FA .'1.~:-:c Act for 1::-:co is enac-ced icto law in its present form, it will also 
~c~ require such approvals. 

3. Facts: 

AID is proposing to make a loan of $11,000,000 for use by FINEP. 
Of the loan, approximately $5,000,000 will be for technical assistance to 
FINEP and for a program of subloans to private and public borrowers to finance 
feasibility and pre-feasibility studies. The balance of the loan is to be 
us<:<d by FINEP for a program of subloans to public entities to finance 
technical assistance projects of a research and survey nature. Since the 
USAID will approve all firms and contracts for natural resource studies, the 
discussion that follows relates only to the feasibilL,y studies financed 

+' 1 vne -LOan. 
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'.rhe feasibility studies will be financed through subloans or grants 
ina.de oy FINEP through the National Bank for Economic Development (BNDE}, the 
1)rimary financial agent of FINEP. ·rhe FINEP subloans will be lent directly 
or through other banks in Brazil ("financial agents") to public and private 
enter_prises. These sub-borrowers will in turn contract with firms to make 
feasibility and pre-feasibility studies. The financial agents can approve 
loans for feasibility and pre-feasibility studies up to CR $30 million 
($15,000 approximately). The Coordinating Board and Technical Office of 
FINEP must approve loans in excess of that amount. The Technical Office 
approves loans up to $250,000 after it has made a technical evaluation of 
the proposed study and received a credit appra:i:saili i.from a financial agent. 
Loans in excess of $250,000 are approved by the Coordinating Board after a 
technical evaluation by the Technical Office and a credit analysis by a 
financial agent. The financial agents and the sub-borrowers are required i:.o 
contribute part of the financing for each study. '}:../ 

The USAID does not wish to approve indlLvidual contracts where the 
a.mount of the study is less than $250,000 and does not wish to approve firms 
carrying out studies where the a.mount of the study is less than $100,000. 
USAID 1-mnts to limit its approval rights so that FINEP can delegate authority 
to the financial agents for loans of less than CR $30 million ($15,000). If 
USAID approvals are not limited, there is some question whether FINEP would 
be able to implement the loan through the financial agents.?_/ Obtaining 
AID approvals of contracts and firms in every case, moreover, would delay 
implementation of the project. It would also result in unnecessary involve­
ment of AID in the operation of FINEP because USAID believes that FINEP can 
competently make these approvals.}/ Such a requirement would, in addition, 
'!lake the AID loan less attractive to FINEP than a projected IDB loan to FINEP, 
which will not likely require approval of all contracts and firms. If 
approvals were required in all cases, FINEP might prefer to use the IDB loan 
rather than the AID loan to finance studies. 

L;. Discussion: 

Section 112 of the FA.Id1-pr of 1965 is as follows: 

Loan Paper, p. 17. 
Ibid, p. 5. 
Ibid, pp. 4-5. 



the funds appropriated or made 
ur1det; this Act for carrying out the Foreign AssLn 'lnce Act 
of 196J., as amended, may be used to make payments ·.V.~ th respect 
to' a,ny capital project financed by loans or grants fr1..'m the 
United States where the United States has not directly ap-
proved the terms of the contracts and the firms to provide 
engineering, procurement, and construction services on such 
projects." !±/ 

Section 112 prohibits payments "with respect to any capital proj 
unless AID has approved the contracts and firms to provide certain sevices 
11 on such projects. 11 AID must approve only the firms and contracts whicb 
relate to a capital project. The language of Section 112 does not define 
the scope of ncapital project. 112/The legislative history, however, suggests 
that Congress did not intend to incJ.ude feasibility study loans, such as the 
FINEP loan, within the definition of 11 capital project1t. 

Congressman ;11onagan introduced Section on the floor of the 
House during the debate on FA//\pr of 1963. Section 112 was intended to block 
Policy Determination No. 5, recently issued by .M.ID, which appeared to limit 
AID app:coval of contracts and firms carrying out contracts on _pruj ects 
financed by AID. In his address proposing the addition of Section 1l2 to 
the FJV for 1963, Congressman Monagan stated: 

"Two months ago a policy was enunciated by the AID Agency under 
'~~.rr1 'l C11 a capital project, which means a project in excess of $100, irnuld 
11() 

that 
lett 

be sc.Jbject insofar as its contracting and precontracting procedures, 
is, the studies, architectural studies, and the actual 

of the .. ~on.tract to the supervision of the Agency itself." 

"Th':; purpose of my amendment, Mr. Chairman, is to reinstate control 
by our Government 0f tl:ese vital contracting procedures. 11§/ 

Since the language of Section 112 of the F'A/\Apr Act for is identical; 
the discussion in this part applies both to. the J?A,'/1,pr Act for 1965 and 1966. 
Some suggestion of the scope of "capital projectn may be found in the ty:pes 
of contracts ch must be approved. These are 11 engineering, procurement 

con.::;truction service contracts - ones normally associated with con­
struction projects. 
Congressional Record, 1· 19066, September 20, 1962. 
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Determination to which Congressman Monagan referred ~·1as 
15, 1962. It stated that AID would administer ti all .. · 

controlling and monitoring the use of the ALP ftmds rathe1· 
in the contracting, engineering procurement and 

, regardles.s of the method of financing." The P.D. defined a 
capital e.ct as any "specific, self-contained undertaking requiring a total 
AID financing in excess of $100,000 which is intended to result in the 
cor1struction, expansion or alteration of a physical facility. !I Capital 
projects, as dt;;fined in the P.D. referred to physical facilities. Since 
Section 112 also relates to capital -projects, Congress presumably intended 
to give the words the same meaning - namely, the constniction, expansion 
or alteration of a physical facility. 

The definition of "capital project 11 in P.D. 5 does go on, however, 
to state that "feasibility studies, sign, procurement, construction, 
i ction, management and training directed towards ... utilization of a 
capital project are considered part of the project. 11 The definition states 
that feasibility studies are to be considered as part of a capital project. 
Where AID is therefore proposing financing the construction, expansion or 
alteration of a physical facility, the feasibility study related to such 

ty will Je treated as part of the capital project. The definition 
not, however, include cases where the feasibility study is not part of 

a capital project which AID intends to finance. The FINEP loan will not 
fina~1ce studies on projectswhich AID has indicated that it wishes to finance. 

ibility studies financed by the FINEP loan may result in projects 
which AID will finance, the studies will not '..,e made because AID proposes 
to finance the projects. 

The Senate committee report on the FAi Jpr for 1963 also indicates 
t~:at ect was intended to apply to physical facilities. In 

the scope of Section 112, the Senate committee stated that "when 
AID enters into a loan or grant agreement with a foreign government or other 
<)er sons to finance the construction of ~ capital £.!Oj ect, it frequently 
authorizes the recipient to select and contract with the firm which will 

J.e the services necessary to the project. "1/ lemphasis sup:plieg 

Report of the Senate Committee on Appropriations, S.R. 2177, p.20. 
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~he AID Manual Orders also do not include feasibility studi8s 
within its definition of capital project~ AID M.O. 1201.l defines capital 
a.ssista.nce as including: 

"l. A Capita] Project which in turn defined as the construction, 
expa:1Sion, equipping or alteration of a physical f'acili ty or facilities ... 11 

"2. An AID-financed feasibility study of a specific capital project 
or seve1·al specific potential capital projects ... " 

11 3. AID dollar assistance, and any accompanying advisory assistance, 
to one or more development banks or other intermediate credit institutions.n 

The AID Manua.1 Order specifically indicates that feasibility studies 
are a different form of capital assistance than capital projects. 

Based on the slative history to 112 and the AID Manual 
Orders, I am of the opinion that the feasibility and pre-feasibility studies 
and surveys are not Ct:J.pital projects within the meaning of Section 112 of 
the FA-Apr. There is, therefore, no legal objection to the USAID proposal not 
ndm renew individual contracts by FINEP sub-borrowers when the is 
}_ess than $250, 000 and not to approve firms where the study is less than 
$100,000. 



Annex II 

STATUTORY CHECK LIST 

l) Foreign Assistance Act of 1961, as amended (her_~inafter FAA). 

') ~ 
l. , 

Section 102. 

Loan funds will be di~burs.ed in accordance with standard AID procedures 
requiring documentation of toe disbursement of funds for eligible items. 

FAA Section 20l(d). 

The loan and sub-loan terms are reasonable and legal under both the 
laws of the U.S. and Brazil. 

'·) FAA Section 251( a) 

The manner in which the loan will assist the country's economic 
development and contribute to the welfare of each people is described 
in the economic justific~tion sections of the paper. 

L1) FAA Sectiol'! 25l(b) ( l) 

The adoption and effective implementation of the Government's 3-year 
action ?rogram demonstrates a clear determination to take effective 
self-help measures and thus adheres to the purpose of the Act of Begot~ 
and Charter of Punta del Este. 

5) FAA Section 25l(b)(2) 

The activity is economically and technically sound, as described in 
section III of the paper. 

6) FAA Section 25l(b)(J) 

The manner in which the activity will contribute to long-range 
objectives and information as to its relationship to other development 
activities are described in sect.ion II and in the economic justification 
portions of the paper. 

7) FAA Section 25l(b)(4) 

Other than the benefits to be received by the procurement of U.S. 
engineering services, the activities will have no effect on the U.S. 
economy. 

8) FAA Section 25l(b) 

Both AID and the IDB will contribute to the capitalization of iINEP. 
It is anticipated that FINEP Fill be able to effectively utilize all 
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the funds made available by both the AID And the IDB. However, it is 
felt that an A.I.D. loan to FINEP is important to the US program, 
regardless of the availability of other financing in that (1) it will 
provide A.I.D. with a valuable tool for the development for a pipeline 
of financiahJ.e projects from which AID can select for financing those 
which best suit our development objectives in Brazil; (2) such a loan 
will give DSAID the opportunity to finance studies which for reason of 
advantage to US r·Hcy or CS business can best be studied by US firms. 

9) FAA Section 251(1) 

for inlormation on thE-.: capacity of the country to repay the loan see 
sectiori IV. 

10) FAA Section _g5l(b) 

The sound financial policies being followed by the present Government 
constitute a positive incentive to ite: citizens to repatriate capital 
invested in other countries. 

11) FAA Section 2Slf~l 

For conclusion on reasonable prospects of repayment see section IV. 

12) FAA Section 251( b) 

No feasibility report was presented for this study; the USAID working 
group evaluated the decree establishing FINEP, the procedures set up 
for the adrnintstration of the fund and discussed operations and possible 
problem areas in detail with the FINEP staff. This intensive review 
undertaken by the working group indtcates that the funds wi 11 be used in 
an economically and technically sound manner. 

1;) FAA Section 2Sl(g) 

l l: ) 

It is anticip::iter: that cooperatives wi 11 utilize FHJEP funds to carry 
out f ea bi li ty studies. 

FAA .Sectj on 2 a 

For break-down of loan benefits to private enterprise see the economic 
analysis section of the paper. 

15) FAA Section 601 

Information as to the benefits to be received by the economy as a 
result of this loan is contain.;d in the economic analysis section of 
the paper. 

16) FAA Section 60l(b):621 

All feasibility studies carried out by this loan will be prepared by 
private firms. Investigations and surveys containing technical assistance 
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will be carried out by US Governmental agencies; however US 
Governmental agencies will not be 'ltilized for such projects if 
private firms with the experience, as a firm, in the same type of 
work are available. 

17) FAA Section 60l(d) 

Construction projects will not be financed under this loan. Source 
and origin of professional services will be limited to the US and 
Brazil. 

18) FAA Section 601 and 602 

US consultants will participate in this prc1gram. 

19) FAA Section 6o4(a) 

All US dollars wi 11 be restricted to the procurement of commodities 
and services in the United States. The speci.al letter of credit 
procedure, which restricts the use of dollars to procurement in the 
U.S., will be used to exchange dollars for cruzeiros where local 
costs are financed with dollars. 

20) FAA Section 60w(b) 

Commodities vrill be procured in accordance with bulk commodity 
procurement provisions. 

21) FAA Section 604(d) 

Brazil does not discriminate with respect to Marine insurance. 

22' FAA Section 6ll(a)(l) 

The loan is for re-lending by an indeterminate credit institution, 
which w:i 11 require adequate pre-planning, including cost estimates, for 
each feasibility study sub-loan. Additionally, the borrower has 
demonstrated that there will be a sufficient demand for funds to 
u lize the loan. 

2-:.) FAA Section 6ll(a)(2) 

No ler1slative action will be required. 

2L) FAA Section 6ll(b): App. Section 101 

Not applicable. 

2S) ![_AA Section 61l(c) 

Not applicable. 
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26) FAA Section 619 

Brazil is not a newly independent country. 

27) FAA Section 620(a): Foreign Aid a~d Related Age~cies A;ppropriations 
1965 { h~reinafter "ApP. 11 Section l.Ql 

Brazil does not provide assistance to Cuba. 

2B) FAA Section 620(b) 

Brazil is not controlled by the International Communist movement. 

29) FAA Section 620 (c) 

No factual situations exist to which the language of this section 
would be applicable. 

m) FAA Section 620 d 

This loan will not finance the creation of productive capacity. 

FAA Section 620(e) 

No such cases are outstanding. Accordingly, the provisions of this 
section have been 0atisfied. 

~2) FAA Section 620( f): App. Section 109 

Brazil is not a communist country. 

' 1,) FAA Section 620 

Loan :unds will not be used to compensate for nationalized property. 

-,l1) FAA Section 620(h) 

No foreign aid property or activities of communist bloc countries 
will be assisted by this loan. 

FAA Section 620(i) 

Brasil is not engaged in or preparing for aggressive military efforts. 

36) FAA Section 620(k) 

U.S. assistance is not in excess of $100 million. 

37) FAA Section 62U(l) 

An investment guaranty program is in the process of being negotiated. 
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·~0) F'AJ\ Sections 6J6(h); 612 ( c) 

To the extent practicable this provision has been satisfied: see 
sec ti on IV, paragraph C and see section I, page 6, paragraph 2. 

39) AEP.· (Section Unnumbered) 

Not applicable. 

~vhere IJS firms are utilized for such services, appropriate reports 
will he made to the Congress. 

No funds ma;r be used to pay pensions etc. for military personnel. 

:::: ·.. [:l?l?~· Section 111 

i. 

It is hoped that security clearances will not be required under this 
l1 . .1c~ n. 

Not app lie 3 b 

no loan funds ,.n.11 be used to pay assessments of a U. N . member iJ 

~iE~ction lJ 

app1ic<ible. 

l 

t;o Joan fund~. will be used for publicity or propaganda purposes within 
LLe l1ni Led State::. 



Provided from: Alliance for Progress 
BRAZIL: Feasibility Study Fund 

Pursuant to the authority vested in the Administrator of the Agency for 
International Development ("A.I.D. 11

) by the Foreign Assistance Act of 
19G1, as amended, and the delegations of authority iss1ed thereunder, I 
hereby authorize the establishment of a loan pursuant ::,o Part I, Chapter 
2, Title VI, Alliance for Progress, to the Government of Brazil ("Borrower") 
of not to exceed eleven million dollars ($11,000,000) to assist in financing 
the costs of subloans made through Fundo de Financiamento de Estudos de 
Pro,jetos e Programas ("FINEP") to finane:e pre-feasibility and feasibility 
studies and natural resource survey studies and to f:i.nance the cost of 
technical assistance to FINEP, thi~ loan to be subject to the following 
terms and condi ti.o:::rn: 

1. Interest and Terms of Repayment: Borrower shall repay the loan to A.I.D. 
in United States dollars within forty (40) years from the first dis­
bursement under the loan, including a grace period of not to exceed ten 
(10) years. Borrower sLall pay to A.I.D. in United States dollars on 
the disb'n·sed balance of the loan interest of one (l) percent during 
the grace period and two and one-half (2t) percent thereafter. 

2. Other Terms and Conditions: 

(a) Equipment, materials and services financed under the loan shall 
be procured from t~1e United States or Brazil (except that shipping 
financed under the loan shall be procured from the United States 
and marine insurance fina:>:iced under the loan shall be placed in 
the United States with a company authorized to do a marine insurance 
business in ar.y state of the United States.) 

( b) United Sta·~cs dollars utilized under the loan to finance local 
costs shall b1c: made available to the Borrower or its designee 
through appropriate procedures and shall be used only for procure­
ment in the United States. 

(c) Studies financed under the loan shall be procured from Brazilian 
ft rms, Uni i~ed States firfl'ls or joint ventures of United States 
and Brazilian firms. 



Administrator 

Date 




