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No. 2560. GUARANTEE AGREEMENT’ (RIO GRANDE DO
SUL ELECTRIFICATION PROJECT) BETWEEN THE
UNITED STATES OF BRAZIL AND THE INTERNA-
TIONAL BANK FOR RECONSTRUCTIONAND DEVEL-
OPMENT. SIGNED AT WASHINGTON, ON 27 JUNE
1952

AGREEMENT, dated June 27, 1952, between THE UNITED STATES OF

BRAZIL (hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RE-
CONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bapk).

WHEREAS by an agreementof evendate herewithbetweenthe Bank and
ComissâoEstadualde EnergiaElétrica (hereinaftercalledthe Borrower), which
agreementandthe schedulestherein referredto are hereinaftercalledthe Loan
Agreement,2the Bankhasagreedto maketo the Borrowera loanin theaggregate
principal amountof twenty-five million dollars ($25,000,000), or the equivalent
in othercurrencies,on the termsandconditionsset forth in the Loan Agreement
but only on conditionthat the Guarantoragreeto guaranteesuchloan andthe
obligationsof the Borrower in respectthereof; and

WHEREAS the Guarantor, in considerationof the Bank’senteringinto the
Loan Agreementwith the Borrower, hasagreedto guaranteesuchloan and the
obligationsof the Borrower in respectthereof;

Now THEREFOREthe partiesheretoherebyagreeas follows:

Article I

Section1.01. The parties to this GuaranteeAgreement accept all the
provisionsof Loan RegulationsNo. 43 of the Bank datedDecember6, 1950
(hereinaftercalled the Loan Regulations),with the sameforce and effect as if
they were fully set forth herein.

Section1.02. Exceptwhere the context otherwiserequiresthe respective
termsdefinedin Section1.02 of the Loan Agreementshall havethe respective
meaningsthereinset forth whereverused in this GuaranteeAgreement.

‘Came into force on 17 January1953, upon notification by the Bank to the Govermnentof
Brazil.

‘See p. 94 of this volume.
‘See p. 94 of this volume.
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Article II

Section2.01. Without limitation or restriction upon any of the other
covenantson its part in this Agreementcontainedthe Guarantorhereby un-
conditionallyguarantees,as primary obligor and not assurety merely, the due
and punctualpayment of the principal of, and the interest andother charges
on, the Loan, the principal of and intereston the Bonds, the premium, if any,
on the prepaymentof the Loanor the redemptionof the Bonds,andthepunctual
performanceof all the covenantsand agreementsof the Borrower, all as set
forth in the Loan Agreementand in the Bonds.

Section2.02. The Guarantorshall carry out or causeto be carriedout
the works describedin Schedule1~to this GuaranteeAgreementin accordance
with the arrangementsheretoforemadebetweenthe Guarantorand the State
and the Borrower under existinglegislation. If undersuch arrangementsthe
meansavailableshallnot beadequateto enablesuchworks to becarriedforward
at a desirablerate, the Guarantoractingthroughthe agencyof Desenvolvimento
or such other legal meansas may be appropriatewill take measuresso as to
causesuch works to be carriedout with due diligence and efficiency and in
conformity with soundengineeringandfinancialpractice.

Article III

Section3.01. It is the intention of the Guarantorthat rio other external
debtshallhavepriority over the Loan in the allocationor realizationof foreign
exchange. Accordingly, the Guarantorcovenantsthat, unless the Bank shall
otherwiseagreein writing, any privilege or priority (including any mortgage,
pledgeor chargeon any property, assets,revenuesor receiptsof the Guarantor
or any of its political subdivisionsor any agencyof any of them) which the
Guarantoror any such political subdivision or agencyshall createor permit to
be createdas security for the paymentof any externaldebt shall equallyand
ratably securethe paymentof the Loan andthe Bonds, arid, in the creationof
any such privilege or priority, expressprovision shall be made to that effect;
provided, however,that this Section shall not apply (1) to the creationof any
mortgage,pledgeor otherchargeor priority on any property purchased,at the
time of the purchase,solely as securityfor the paymentof the purchaseprice
of such property; or (2) to any pledge of commercialgoods to secure debt
maturingnot morethanoneyearafterits dateandto bepaid out of theproceeds
of saleof such commercialgoods;or (3) if and when a central bank shall be
establishedby the Guarantor,to any pledgeby said central bank of any of its

‘See p. 92 of this volume.
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assetsin the ordinarycourseof its bankingbusinessto secureany indebtedness
maturingriot morethan one year after its date.

Section3.02. (a) The Guarantorand the Bank shall cooperatefully to
assurethat the purposesof the Loan shallbe accomplished. To that end,each
of them shall furnish to the other all such information as it shall reasonably
requestwith regardto thegeneralstatusof the Loan. On thepart of the Guar-
antor, such information shall include information with respect to financial
andeconomicconditionsin the territoriesof the Guarantorarid the international
balanceof paymentsposition of the Guarantor.

(b) The Guarantorand the Bank shall from time to time exchangeviews
through their representativeswith regardto matters relating to the purposes
of the Loan andthe maintenanceof the service thereof. The Guarantorshall
promptly inform the Bank of any conditionwhich shallarisethat shall interfere
with, or threatento interferewith, the accomplishmentof the purposesof the
Loan or the maintenariceof the service thereof.

(c) The Guararitor shall afford all reasonableopportunity for accredited
representativesof the Bank to visit anypart of the territoriesof the Guarantor
for purposesrelatedto the Loan.

Section3.03. The principal of, and interest and other chargeson, the
Loan add the Bonds shall be paid without deduction for arid free from any
taxes or fees imposedunderthe laws of the Guarantoror laws in effect in its
territories, provided, however,that the provisionsof this Sectionshallnot apply
to taxationof, or fees upon,paymentsunderany Bond to a holder thereofother
than the Bank whensuchBond is beneficially ownedby anindividual or corpor-
ate residentof the Guarantor.

Section3.04. The Loan Agreement,the GuaranteeAgreement and the
Bonds shallbe free from any taxesor feesthat shallbe imposedunder the laws
of the Guarantoror laws in effect in its territorieson or in corinectionwith the
execution,issue,delivery or registrationthereof.

Section3.05. The principal of, and interest arid other chargeson, the
Loan andthe Bondsshallbe paid free from all restrictionsimposedby thelaws
of the Guarantoror laws in effect in its territories.

Article IV

Section 4.01. The Guarantorshallendorse,in accordancewith the provi-
sions of the Loan Regulations,its guaranteeon the Bonds to be executedand
delivered by the Borrower. The Minister of Financeof the Guarantorand

No. 2560
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such personor personsas he shall designatein writing are designatedas the
authorizedrepresentativesof the Guarantorfor the purposesof Section 6.12 (b)
of the Loan Regulations.

Article V

Section5.01. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations:

For the Guarantor: Miriisterio da Fazenda,Esplanadado Castelo 375,
Rio de Janeiro,Brazil.

For the Bank: International Bank for Reconstructionand Development,
1818 H Street,N.W., Washington,D.C., U.S.A.

Section5.02. The Ministerof Financeof the GuarantorandDesenvolvi-
mento are designatedfor the purposesof Section8.03of the Loan Regulations.

IN WITNESS WHEREOFthe partieshereto,actingthroughtheir representatives
thereuntoduly authorized,havecausedthis GuaranteeAgreementto be signed
in their respectivenamesand,delivered in the District of Columbia, United
Statesof America,asof the day andyear first abovewritten.

TheUnited Statesof Brazil
By W. MOREIRA SALLES

AuthorizedRepresentative

InternationalBankfor Reconstructionarid Development
By EugeneR. BLACK

President

SCHEDULE I

SCHEDULE OF Woass

A. CandiotaPower Plant

At Candiotatherewill be constructeda thermo-electricpowerplant of 20,000kw
to utilize coal of the mines at Candiota. It will furnish electricpower to thecities of
Bajé, Pelotasand Rio Grandeand to electrify the railroad which connectsthesecities.

B. ErnestinaDam

At Erriestinaa pre-stressedconcretedam 13 metersin height and400 metersin
lengthwill beconstructedin theRiver Jacuisoas to form a reservoirof about258 million
cubic meters.

C. JacuiDam

At Salto Grandeon the River Jacuiaconcretedam20 metershigh and300 meters
in lengthwill be constructedin order to provide regulationof thedischargeof thewater
which is storedby theupstreamreservoirat Ernestina.

No. 2560
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D. Jacui Tunnel

A tunnel 9 metersin diameterand1500 metersin length with an intake andsurge
tank will be constructedbetweenthe JacuiDam and the Jacui CentralPower Plant.
The tunnel will havethreebranchesnearthe powerplant andwill becompletelyrein-
forcedwith steel plates in the high pressuresections.

E. CanastraDam

A rock dam 24.40 metersin height and 174 metersin length will be constructed
in the SantaMaria River, 700 metersdownstreamfrom theBugres PowerPlant so as
to provide an intermediateaccumulationbasinfor thewaters utilized by the Canastra
PowerPlant.

F. Blang Dam

A concretedam18.60metersin heightand720 metersin length will be constructed
in the SantaCruz River approximately6 kilometersupstreamfrom the Salto Dam so
as to providestoragefor 48 million cubic metersof water to be utilized in the Bugres
and CanastraPowerPlants.

G. LarangeiraDam

A dam will be constructedon the SantaMaria River a short distancebelow the
CanastraPowerPlantsoas to form a regulatingbasinto diminish the downstreamfluc-
tuationsof the dischargeof waterwhich the CanastraPowerPlant will causeandat a
later stagewill provide waterfor the LarangeiraPowerPlantof 7500 kw.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 6 DECEMBER 1950

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO BORROWERSOTHER THAN
MEMBER GOVERNMENTS

[Not publishedherein. SeeUnited Nations,Treaty Series,Vol. 158,p. 222]

LOAN AGREEMENT

(RIO GRANDE DO SUL ELECTRIFICATION PROJECT)

AGREEMENT, datedJune27, 1952, betweenINTERNATIONAL BANK FOR RECON-
STRUCTION AND DEVELOPMENT (hereinafter called the Bank) and COMLSSXO ESTADUAL
DE ENERGIA EL1~TRICA(hereinaftercalledthe Borrower).

No. 2560
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Article I

LOAN REGULATIONS; SPEcIAL DEFINITIONS

Section1.01. The parties to this Loan Agreementacceptall the provisions of
Loan RegulationsNo. 4’ of the Bank datedDecember6, 1950 (hereinaftercalled the
Loan Regulations),with thesameforce andeffect as if theywere fully setforth herein.

Section1.02. Except where the context otherwiserequires, the following terms
have the following meaningswhereverused in this Loan Agreementor any Schedule
hereto:

(a) the term “State” meansthe Stateof Rio Graridedo Sul of theGuarantor;
(b) the term “ Borrower” meansComissàoEstadualde EnergiaElétrica, an auto-

nomousagencyof the State, and any successorto or assigneeof Comissào
Estadualde EnergiaElétrica;

(c) the term “Project Funds Agreement“2 meansthe agreementof evendate
herewithbetweenthe State and the Bank wherebythe State agreeswith the
Bank to undertakecertain obligations in respectof the funds to be provided
to the Borrower;

(d) the term “Additional Works” meansthe works describedin Schedule33 to
this Agreement.

(e) the term “Desenvolvimerito “meanstheBancoNacionaldo Desenvolvimento
Econômico, a legal entity organizedand existing underLaw No. 1628 dated
June20, 1952, of the Guarantorandshall include any successorto theBanco
Nacionaldo DesenvolvimentoEconômico.

Article II

THE LOAN

Section2.01. The Bank agreesto lend to the Borrower, on the termsandcon-
ditions in this Agreementset forth or referredto, thesum of twenty-five million dollars
($25,000,000),or theequivalentthereof in currenciesother thandollars.

Section2.02. The Bank shall opena LoanAccount on its booksin the nameof
the Borrowerand shall credit to suchAccount the amountof the Loan. The amount
of the Loan may be withdrawn from the Loan Account as providedin, andsubject to
the rights of cancellationandsuspensionsetforth in, the Loan Regulations.

Section2.03. The Borrower shall pay to the Banka commitmentchargeat the
rate of three-quartersof oneper cent (3/4 of 1%)per annumon theprincipalamountof
the Loan not so withdrawn from time to time.

Section2.04. The Borrowershall pay interestatthe rate of four andthree-quarters
per cent (43/4%) per annum on the principal amount of the Loan so withdrawn and
outstandingfrom time to time.

‘p. 94 of this volume.
2

Seep. 110 of this volume.
‘See p. 110 of this volume.
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Section2.05. ExceptastheBankaridtheBorrowershall otherwiseagree,thecharge
payablefor specialcommitmentsenteredinto by theBankat the requestof theBorrower
pursuantto Section 4.02of theLoan Regulationsshall be at the rate of onehalfof one
per cent (1,4 of 1%) per annum on theprincipal amount of such special commitments
outstanding. For thepurposesof this Loan Agreement,the Loan Regulationsshall be
deemedto be modifiedas follows: the last sentenceof Section 4.02 shall be deleted.

Section2.06. Interestandother chargesshall be payablesemi-annuallyon May 15
andNovember 15 in eachyear.

Section2.07. The Borrower shall repay the principal of the Loan in accordance
with theamortizationscheduleset forth in Schedule1~to this Loan Agreement.

Article III

USE OF PROCEEDSOF THE LOAN

Section3.01. The Borrower shall apply the proceedsof the Loan exclusively to
thecostof goodswhich will berequiredfor the carryingout of theProjectdescribedin
Schedule22 to this Agreement. The specificgoodsto bepurchasedout of theproceeds
of the Loan shall be determinedby agreementbetweenthe Borrower and the Bank,
andthe list of suchgoodsmay be modified from time to time by agreementbetween
them.

Section3.02. The Borrower shall causeall goodspurchasedwith theproceedsof
theLoanto beimportedinto theterritoriesof theGuarantorandthereto beusedexclu-
sively in thecarryingout of theProject.

Article IV

BONDS

Section4.01. The Borrower shall execute and deliver Bonds representing the
principal amountof theLoan asprovided in theLoan Regulations.

Section4.02. The Diretor Geralof the Borrower andsuchpersonor personsas
he shall appoint in writing aredesignatedas authorizedrepresentativesof theBorrower
for the purposesof Section 6.12(a) of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. The Borrower shall carry out the Projectdescribedin Schedule2
to this Loan Agreement and the Additional Works describedin Schedule33 to this
Loan Agreementwith duediligenceand efficiency andin conformity with soundengi-
neeringandfinancial practices.

‘See p. 106 of this volume.
‘See p. 108 of this volume.
‘See p. 110 of this volume.
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Section5.02. (a) The Borrower shall furnish to the Bank, promptly upon their
preparation,the plansand specificationsfor the Project and any material modifications
subsequentlymadetherein.

(b) The Borrower shall maintain recordsadequateto identify thegoods purchased
out of theproceedsof theLoan, to disclosetheend-usethereofin theProject, to record
theprogressof theProjectandtheAdditional Worksandtheworks describedin ScheduleI
to the GuaranteeAgreement(including the cost thereof) and to reflect in accordance
with consistently maintainedsound accountingpracticesthe financial condition and
operationsof the Borrower.

(c) The Borrower shall enable the Bank’s representativesto inspect anyand all
goodspurchasedout of theproceedsof theLoan andthesites,worksand construction
includediii theProjectaridin theAdditional Worksandtheworksdescribedin Schedule1
to theGuaranteeAgreementandto examineanyrelevantrecordsanddocuments.

(d) The Borrowershall furnish to the Bank all suchinformation as theBank shall
reasonablyrequestconcerningtheexpenditureof theproceedsof the Loan, theuseof
the goodspurchasedtherewith, the progressof theProject and the Additional Works
and theworks describedin ScheduleI to theGuaranteeAgreementandtheoperations
and financial conditiori of the Borrower.

Section5.03. (a) The Bank andtheBorrower shall co-operatefully to assurethat
thepurposesof theLoanwill beaccomplished. Tothat end,eachof them shall furnish
to theotherall suchinformation as it shall reasonablyrequestwith regardto thegeneral
statusof the Loan.

(b) The Bank and the Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelatingto thepurposesof theLoan andthe
maintenanceof the service thereof. The Borrower shall promptly inform the Bank
of any conditionwhich shall arisethat shall interfere with, or threatento interferewith,
theaccomplishmentof thepurposesof theLoanorthemaintenanceof theservicethereof.

Section5.04. If the Borrower shall proposeto incur any externaldebt, the Bor-
rower shall inform theBankof suchproposaland, beforethe proposedaction is taken,
shall afford theBankall opportunitywhich is reasonablypracticablein thecircumstances
to exchangeviews with the Borrower with respectthereto; provided, however, that the
foregoingprovisionsshall not applyto the incurringof additional externaldebt through
utilization, in accordancewith the termsof any credit establishedprior to the dateof
this Agreement,of anyunusedamountsavailableundersuchcredit.

Section5.05. Exceptas theBank shall otherwiseagree,if anylien shall be created
on any assetsof theBorrower as securityfor anydebt,suchlien will ipsofacto equally
and ratablysecurethepaymentof theprincipal of, and interest andother chargeson,
the Loan and the Bonds,and in the creationof any suchlien expressprovision shall
be madeto thateffect; provided, however,that the foregoingprovisionsof this Section
shall riot applyto any lien createdon property, at the time of purchasethereof,solely
assecurityfor thepaymentof thepurchasepriceof suchproperty.

No. 2560
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Section5.06. The Borrowershall pay or causeto be paid all taxesor fees, if any,
imposedunderthe laws of the Guarantoror laws in effect in its territories on or in
connectionwith the execution, issue, delivery or registration of the Loan Agreement,
theGuaranteeAgreement,or theBonds,or thepaymentof principal, interestor other
chargesthereunder;provided, however, that the provisions of this Section shall not
apply to taxationof, or feesupon, paymentsunderany Bond to a holder thereofother
than the Bank when such Bond is beneficially owned by ati individual or corporate
residentof theGuarantor.

Section5.07. The Borrower shall pay or causeto be paid all taxes and fees, if
any, imposedunder the laws of thecountry or countriesin whosecurrency the Loan
and the Bonds arepayableor lawsin effect in theterritoriesof suchcountry or countries
on or in connectionwith theexecution,issue,deliveryor registrationof theLoan Agree-
ment, theGuaranteeAgreementor the Bonds.

Section5.08. Except as shall be otherwiseagreedin writing betweenthe Bank
and the Borrower, the Borrower shall insure or causeto be insured with responsible
insurers all goodspurchasedwith the proceedsof the Loan. Such insuranceshall
coversuchmarine, transit andother hazardsincident to delivery of thegoodsinto the
territoriesof theGuarantor,andshall be for suchamounts,asshall be consistentwith
soundcommercialpractice. Eachcontractof insuranceshall be payablein dollars or
in thecurrencyin which thecostof thegoodsinsuredthereundershall be payable.

Section5.09. The Borrowercovenantsto maintainits legalexistenceandstructure
and right to carryon its operationsin suchform andmanneras will eriableit to accom-
plish thepurposesof theLoan andto maintaintheservicethereof.

Article VI

REMEDIES OF THE BANK

Section6.01. If anyeventspecifiedin paragraph(a) orparagraph(b) of Section5.02
of the Loan Regulationsshall occurandshall continuefor a period of thirty daysor
if any eventspecified iii paragraph(c) of Section 5.02 of the Loan Regulationsor in
Section6.02 of this LoanAgreementshall occurandshall continuefor a periodof sixty
daysafternoticethereofshall havebeengiven by theBank to theBorrower, thenat any
subsequenttime during the continuancethereof, the Bank, at its option, may declare
theprincipal of theLoan andof all the Bonds thenoutstandingto be dueandpayable
immediately,anduponanysuchdeclarationsuchprincipal shall becomedueandpayable
immediately, anything in this Loan Agreementor in the Bonds to the contrary riot-
withstanding.

Section6.02. The following event is specifiedpursuantto Section5.02 (h) of the
Loan Regulationsfor thepurposesof Section5.02of theLoan Regulations:a default
shall haveoccurredin theperformanceof any covenantor agreementon thepartof the
StateundertheProjectFunds Agreement.
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Article VII

EFFECTIVE DAVE; TERMINATION

Section7.01. The following eventsare specifiedas conditionsto the effectiveness

ofthis Loan Agreementwithin themeaningof Section9.01 (c) of theLoan Regulations:

(a) The GuaranteeAgreementshall havebeen duly registeredby the Tribunal
de Contasof the Guarantor.

(b) The executionand delivery of the Project FundsAgreementshall havebeen
duly authorizedor ratified by all necessarygovernmentalaction;

(c) The ProjectFundsAgreementshall havebeenduly registeredby the Tribunal
de Contasof the State;and

(d) The regulationsrequiredby Law No. 1744of February20, 1952of the State
to be adoptedthereundershall havebeenduly adoptedin such form andsubstanceas
shall facilitate the accomplishmentof the purposesof the Loan.

Section7.02. Thefollowing matteris specifiedfor the purposesof Section9.02(d)
of the Loan Regulations:

ThattheProjectFundsAgreementhasbeenduly authorizedor ratified by, and
executedanddelivered on behalfof, the Stateandconstitutesa valid andbinding
obligationof the Statein accordancewith its terms.

Section7.03. A date 60 days after the date of this Loan Agreementis hereby
specified for the purposesof Section9.04 of the Loan Regulations.

Article VIII

MISCELLANEOUS

Section8.01. The Closing Date shall be June30, 1957.

Section8.02. The following addressesarespecifiedfor the purposesof Section8.01
of the Loan Regulations:

For the Borrower: ComissàoEstadualde Energia Elétrica, Porto Alegre, Brazil.
For the Bank: International Bank for Reconstructionand Development,1818 H

Street,N. W., Washington,D. C., U.S.A.

IN WITNESS WHEREOF, the partieshereto,actingthroughtheir representativesthere-
untoduly authorized,havecausedthis Loan Agreementto be signed iri their respective
namesand delivered in the District of Columbia, United Statesof America, as of the
day andyear first abovewritten.

InternationalBank for ReconstructionandDevelopment
By EugeneR. BLACK

President

Comiss~oEstadualde EnergiaElétrica
By Noé de M. FREITAS

Diretor Geral

No. 2560
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SCHEDULE 1

AMORTIZATION SCHEDULE

Principal Principal
Amount Amount

Outstanding Outstanding
Paymentof After Each Paymentof After Each
Principal Payment Principal Payment

Date (expressed (expressed Date (expressed (expressed
PaymentDue in dollars) * in dollars) * PaymentDue in dollars) in dollars)

— ~25,000,000 November15, 1967 $610,000 $14,772,000
November15, 1957 $381,000 $24,619,000 May 15, 1968 . 624,000 14,148,000
May 15, 1958 . . 390,000 24,229,000 November15, 1968 639,000 13,509,000
November15, 1958 400,000 23,829,000 May 15, 1969 . . 654,000 12,855,000
May 15, 1959 . . 409,000 23,420,000 November15, 1969 670,000 12,185,000
November15, 1959 419,000 23,001,000 May 15, 1970 . . 686,000 11,499,000
May 15, 1960 . . 429,000 22,572,000 November15, 1970 702,000 10,797,000
November15, 1960 439,000 22,133,000 May 15, 1971 . . 719,000 10,078,000
May 15, 1961 . . 449,000 21,684,000 November15, 1971 736,000 9,342,000
November15, 1961 460,000 21,224,000 May 15, 1972 . . 753,000 8,589,000
May 15, 1962 . . 471,000 20,753,000 November15, 1972 771,000 7,818,000
November15, 1962 482,000 20,271,000 May 15, 1973 . . 789,000 7,029,000
May 15, 1963 . . 494,000 19,777,000 November15, 1973 808,000 6,221,000
November15, 1963 505,000 19,272,000 May 15, 1974 . . 827,000 5,394,000
May 15, 1964 . . 517,000 18,755,000 November15, 1974 847,000 4,547,000
November15, 1964 530,000 18,225,000 May 15, 1975 . 867,000 3,680,000
May 15, 1965 . . 542,000 17,683,000 November15, 1975 888,000 2,792,000
November15, 1965 555,000 17,128,000 May 15, 1976 . 909,000 1,883,000
May 15, 1966 . . 568,000 16,560,000 November15, 1976 930,000 953,000
November15, 1966 582,000 15,978,000 May 15, 1977 . . 953,000 -—

May 15, 1967 . . 596,000 15,382,000

PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesare specified as the premiums payableon repayment
in advanceof maturity of arty part of the principal amount of the Loan pursuantto
Section2.05 (b) of the Loan Regulationsor on the redemptionof any Bond prior to
its maturity pursuantto Section6.16 of the Loan Regulations:

Time of Prepaymentor Redemption Premium

Not more than 5 yearsbeforematurity 1/2%

More than 5 yearsbut not morethan 10 yearsbeforematurity 1%
More than 10 yearsbut not more than 15 yearsbeforematurity I ~4%
More than 15 yearsbutnot more than 20 yearsbeforematurity 2%
More than 20 yearsbeforematurity 2 ~

* To the extent that any part of the Loan is repayablein a currencyother than dollars (see
LoanRegulations,Section3.02)thefigures in thesecolumnsrepresentdollarequivalentsdetermined
as for purposesof withdrawal.
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SCHEDULE 2

DESCRIPTION OF PROJECT

A. Canastra Power Plant
A hydro-electricpowerplant will beconstructedat Canastrato usethe waterfrom

theCanastradam. Two 21,000kilowatt units will be installedin theplant andplaced
irtto operation.

This plant will be connectedto the Bugres transmissionlines and thesubstation
at Farroupilha. Appropriatesubstationswill be constructedat CachoerinhaandPorto
Alegre.

B. ErnestinaPower Plant
A hydro-electricpower plant will be constructedat Ernestinato use the waters

from theEr~estinadam. A 4200 kilowatt unit will be installedin theplant and placed
into operation. A suitablesubstationwill beconstructedat PassoFundo City. Suitable
transmission lines will be constructedfrom thePassoFundo substationto theErnestina
powerplant and to Carazinho,Capigui, Forquilha,Quaporeand SaltoGrandeat Jacui.

C. JacuiPower Plant
A hydro-electricpowerplant of sufficient sizeto housesix units will beconstructed

at Jacuito use the watersof the Jacuidam. Two 24,000kilowatt unitswill beinstalled
in the plant andplacedinto operation. Suitabletransmissionlines will be cortstructed
to connect the JacuiPowerPlant with substationsat SantaMaria, Ijui, PassoFundo
and nearPorto MarianteandnearPortoAlegre.

D. CapiguiPower Plant
The hydro-electricpower plant near PassoFundoCity will becompletedso as to

usethe waters from the Capigui River. Two 1800 kilowatt units will be installed in
thepowerplant andplacedinto operation. Suitablesubstationsandtransmissionlines
will be constructedso as to provide servicein theneighboringmunicipalities.

E. Sào~eronimoPowerPlant—AdditionalUnit
Oneadditional 10,000kw. thermo-electricunit will be installedin the power plant

at SâoJeronimoandplacedinto operation. Oneadditional suitablesubstationwill be
constructed. A transmissionline will beconstructedbetweentheSâoJeronimoPower
Plant andPorto Mariante.

F. Candiota TransmissionLine
Suitable transmissionlines will be constructedto connect the Caytdiota Power

Plant with the cities of Bage,Pelotas and Rio Grande. Suitable substationswill be
constructedto serveeachof thesecities andtheneighboringmunicipalities.

G. SecondaryTransmissionLinesand Substationsand Distribution Systems
Approximately $3,000,000of the proceedsof the Loan will be utilized for the

construction of secondarytransmissionlines and substations and the expansionof
distribution systems.
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SCHEDULE 3

ADDITIONAL WORKS

The following works which are now nearingthe stageof completion will be com-
pleted:

A. BugresPower Plant

The 10,000kw. hydro-electric plant at Bugres in the valley of the SantaMaria
River, which usesthe waterof theSantaCruz River through theSalto tunnel.

B. Bugres TransmissionLine

The 130,000volt transmissionline connectingthe Bugres PowerPlant with the
transformersubstationat Cachoeirinha. This transmissionline will be of sufficient
capacityto transmitthe power to be generatedat the CartastraPowerPlant.

C. São JeronimoPower Plant

The thermo-electricpower plant near the coal mines in the municipality of São
Jeronimowith two 5,000kw units.

D. SãoJeronimo TransmissionLine

The 66,000volt transmissionline connectingtheSão Jeronimopower plant with
the transformingsubstationsat Esteio,Novo HamburgoandCachoeirinha.

E. Porto Alegre Sub-station

The 15,000 kw. transformingsub-stationat Porto Alegre which is linked to the
Cachoeirinhasubstation.

F. SecondaryTransmissionLines andDistribution Systems

Additions to the secondarytransmission lines andto distribution systemswill be
carriedout.

PROJECTFUNDS AGREEMENT

(RIo GRANDE DO SUL ELECTRIFICATION PROJECT)

AGREEMENT, datedJune27, 1952,betweenTHE STATE OF Rio GRANDE no SUL
(hereinaftercalled the State and INTERNATIONAL BANK FOR RECONSTRUCTION AND

DEVELOPMENT (hereinaftercalledthe Bank).

WHEREAS by an agreementof evendateherewith betweenthe Bankand Comissào
Estadualde EnergiaElétrica (hereinaftercalled the Borrower) which agreementand
the Schedulesthereinreferredto are hereinaftercalledthe Loan Agreement,the Bank
hasagreedto maketo the Borrower aloan in the aggregateprincipal amountof twenty-
five million dollars ($25,000,000),or the equivalentin othercurrencies,on the terms
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arid conditionsset forth in the LoanAgreement,but only on conditionthat the State
agreeto providetheBorrowerwith fundsrequiredto fulfill thepurposesof theLoan;arid

WHEREAS theState,in considerationof theBank’senteringinto theLoan Agreement

with the Borrower,hasagreedto provide the Borrowerwith suchfunds;

Now TuzsizisoREthe partiesheretohereby agreeas follows:

The entire proceedsof the electrificationtax provided for in Law No. 1211,dated
November29, 1950, of the Statewill be paid by the Stateto the Borrower within a
reasonabletime aftercollectionfor useby theBorrowerin accordancewith theprovisions
of suchlaw. If theproceedsof theelectrificationtax shall during theyear 1952 or in
anysucceedingyearto andincluding 1960 be less than theamountof onehundredand
eightmillion Brazilian cruzeiros(Br. Cr. 108,000,000)plus a cumulativeannualincrease
of eight percent(8%) per annumthe Statewill pay to the Borrower during any such
year from other funds such amountsas shall be necessaryto makethe total amount
paid to the Borrower by the State (including the proceedsof the electrification tax)
during suchyearnot lessthan theamountof onehuridredarid eight million Brazilian
cruzeirosplus a cumulativeannualincreaseof eight percent(8%) perannum.

IN WITNESS WHEREOFthe partieshereto,actingthroughtheir representativesthere-
unto duly authorized,havecausedthis Project FundsAgreementto be signedin their
respectivenamesarid deliveredin the District of Columbia,UnitedStatesof America,
as of thedayandyear first abovewritten.

The Stateof Rio Grandedo Sul
ByAntonio BR0cIIADO Roca~

AuthorizedRepresentative

InternationalBank for RecoristructionandDevelopment
ByEugeneR. BLACK

President

No. 2560


