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No. 2563. GUARANTEE AGREEMENT’ (ITUTINGA HI’-
DRO-ELECTRIC PROJECT) BETWEEN THE UNITED
STATES OF BRAZIL AND THE INTERNATIONAL BANK
FOR RECONSTRUCTION AND DEVELOPMENT.
SIGNED AT WASHINGTON, ON 17 JULY 1953

AGREEMENT, dated July 17, 1953, between THE UNITED STATES OF
BRAZIL (hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RE-
CONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bank.)

WHEREAS by an agreementof evendateherewithbetweenthe Bank and
Companhia de Eletricidade do Alto Rio Grande and Centrais Elétricas de
Mirsas Gerais,S.A. (hereinaftercalledthe Borrowers),which agreementand the
schedulestherein referred to are hereinaftercalled the Loan Agreement,2the
Bank has agreedto make to the Borrowers a loan in the aggregateprincipal
amount of sevenmillion three hundredthousanddollars ($7,300,000),or the
equivalenti~other currencies,on the terms and conditions set forth in the
Loan Agreementbut only on conditionthat the Guarantoragreeto guarantee
suchloan and the obligationsof the Borrowers in respectthereof; and

WHEREAS the Guarantor, in considerationof the Bank’s enteringinto the
Loan Agreementwith the Borrowers,hasagreedto guaranteesuchloanandthe
obligationsof the Borrowers in respectthereof; and

WHEREASthegiving of suchguaranteeshasbeenauthorizedby Law No. 1518
datedDecember24, 1951, of the Guarantor;

Now THEREFORE the parties heretoherebyagreeas follows

Article I

Section1.01. The parties to this GuaranteeAgreement accept all the
provisions of Loan RegulationsNo. 43 of th~Bank dated October 15, 1952
(hereinaftercalled the Loan Regulations),with the sameforce and effect as
if they were fully set forth herein.

Cameinto force on 6 November 1953, upon notification by the Bank to the Government
of Brazil.

2 Seep. 156 of this volume.
~Seep. 176 of this volume.
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Section1.02. Exceptwhere the context otherwiserequiresthe respective
terms definedin Section 1.02 of the Loan Agreementshallhavethe respective
meaningsthereinset forth whereverusedin this GuaranteeAgreement. Wher-
everusedin the Loan Regulationsthe term “ Borrower” shallmeanthe Bor-
rowers asdefined in suchSection 1.02.

Article II

Section2.01. Without limitation or restriction upon any of the other
covenantson its part in this Agreementcontainedthe Guarantorhereby un-
conditionally guarantees,as primary obligor and not as surety merely, the due
and punctual paymentof the principal of, and the interestand other charges
on, the Loan, the principal of and intereston the Bonds, the premium,if any,
on theprepaymentof theLoan or theredemptionof theBonds, andthepunctual
performanceof all the covenantsand agreementsof the Borrowers, all as set
forth in the Loan Agreementand in the Bonds.

Article III

Section3.01. It is the intention of the Guarantorthat no other external
debt shallhavepriority over the Loan in the allocationor realizationof foreign
exchange. Accordingly, the Guarantorcovenantsthat, unlessthe 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 subdivisions or any agencyof any of them) which the
Guarantoror any suchpolitical subdivisionor agencyshall createor permit to
be createdas security for the paymentof any external debt shall equally and
ratably securethe paymentof the Loan andthe Bonds, and, in the creationof
any such privilege or priority, expressprovision shall be madeto that effect;
provided, however,that this Section shallnot apply (1) to the creationof any
mortgage,pledge or other charge or priority on any property purchased,at
the time of the purchase,solely as security for the payment of the purchase
price of such property; or (2) to any pledge of commercial goodsto secure
debt maturing not more than oneyearafter its dateandto be paid out of the
proceedsof saleof suchcommercialgoods;or (3) to any pledgeby or on behalf
of the Guarantorof any of its assetsin the ordinarycourseof banking business
to secureany indebtednessmaturing not more thanone yearafter 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

No. 2563



154 United Nations Treaty Series 1954

requestwith regard to the general status of the Loan. On the part of the
Guarantor,suchinformationshall includeinformationwith respectto financial
andeconomicconditionsin the territoriesof the Guarantorandthe international
balanceof paymentsposition of the Guarantor.

(b) The Guarantorand the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelating to the purpose
of the Loan andthe maintenanceof the service thereof. The Guarantorshall
promptly inform the Bank of anycondition which shall arisethat shallinterfere
with, or threatento interfere with, the accomplishmentof the purposesof the
Loan or the maintenanceof the servicethereof.

(c) The Guarantorshall 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 and the Bonds shall be paid without deductionfor and free from any
taxesor fees imposedunder the laws of the Guarantoror laws in effect in its
territories;provided,however,thatthe provisionsof thisSectionshallnot apply
to taxationof, or feesupon,paymentsunderanyBondto aholder thereofother
thanthe Bank whensuchBond is beneficiallyownedby an individual or corpo-
rateresidentof the Guarantor.

Section3.04. The Loan Agreement, the GuaranteeAgreementand the
Bondsshallbe free from anytaxesor feesthat shallbe imposedunderthe laws
of the Guarantoror laws in effect in its territories on or in connectionwith
the execution,issue,delivery or registrationthereof.

Section3.05. The principal of, and interest and other chargeson, the
Loanandthe Bondsshallbe paidfree from all restrictionsimposedby the laws
of the Guarantoror laws in effect in its territories.

Article IV

Section4.01. The Guarantorshall endorse,in accordancewith the pro-
visionsof the Loan Regulations,its guaranteeon the Bondsto be executedand
deliveredby the Borrowers. The Minister of Financeof the Guarantorand
such personor personsas he shall designatei~writing are designatedas the
authorizedrepresentativesof the Guarantorfor the purposesof Section6.12 (b)
of the Loan Regulations.
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Article V

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

For the Guarantor: Ministerio 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-
mentoaredesignatedfor the purposesof Section8.03 of the Loan Regulations.

IN WITNESS WHEREOF the parties hereto, acting through their represen-
tatives thereunto duly authorized, have caused this GuaranteeAgreement to
be signed in their respectivenamesanddelivered in the District of Columbia,,
United Statesof America,asof the day andyear first abovewritten.

The United Statesof Brazil
By Mario DA CAMARA

AuthorizedRepresentative

InternationalBank for ReconstructionandDevelopment
By EugeneR. BLACK

President

LOAN AGREEMENT
(ITUTINGA HYDRO-ELECTRIC PROJECT)

AGREEMENT, datedJuly 17, 1953, betweenINTERNATIONAL BANK FOR RECON-
STRUCTION AND DEVELOPMENT (hereinaftercalledthe Bank) andCOMPANHIA DE ELETRI-
CIDADE DO ALTO RIO Giwwa (hereinaftercalled CEARG) and CENTRAlS EL~TRICASDE
MINAS GERAIS, S.A. (hereinaftercalled CEMIG).

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. The partiesto this Loan Agreementacceptall the provisions of
Loan RegulationsNo. 41 of the Bank datedOctober 15, 1952 (hereinaftercalled the
Loan Regulations),with thesameforce andeffect as if they were fully set forth herein.

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

(a) the term “State “ meansthe Stateof Mi~asGeraisof the Guarantor;

1
Seep. 176 of this volume.
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(b) the term “CEARG” meansCompanhiade Eletricidadedo Alto Rio Grarzde,
a sociedadeanôriimaorganizedand existing underthe laws of the Guarantor,
oneof thepartiesto this Agreement,andanysuccessorto or assigneeof Corn-
parihia de Eletricidadedo Alto Rio Grande;

(c) the term “ CEMIG” meansCerstraisElétricas de Minas Gerais, a sociedade
anônimaorganizedand existing under the laws of the Guarantor,one of the
partiesto this Agreement,andanysuccessorto or assigneeof CentraisElétricas
de Minas Gerais;

(d) the term “Borrowers” meansCEARG andCEMIG;

(e) the term “Project Funds Agreement“ meansthe agreementof even date
herewith betweenthe State and the Bank wherebythe Stateagreeswith the
Bank to undertakecertain obligations in respectof the funds to be provided
to theBorrowers;

(f) the term “Desenvolvimento” meansthe Ba~coNacional do Dese~volvimcnto
Econômico, a legal entity organizedand existing under Law No. 1628 dated
June20, 1952,of theGuarantorandshall include any successorto the Banco
Nacional do DesenvolvimentoEconômico.

Section1.03. Wherever used in the Loan Regulations the term “Borrower”
shall meanBorrowersas herein defined.

Article II

THE Lo~

Section2.01. TheBankagreesto lendto theBorrowers,on thetermsandconditions
in this Agreementset forth or referred to, the sum of sevenmillion three hundred
thousanddollars ($7,300,000),or theequivalentthereofin currenciesotherthandollars.

Section2.02. The Bank shall opena Loan Account on its books in the nameof
the Borrowersandshall credit to suchAccount theamountof the Loan. The amount
of the Loan may be withdrawn from the Loan Account as provided in, and subject
to the rights of cancellationandsuspensionsetforth in, the Loan Regulations.

Section2.03. The Borrowersshall pay to the Bank a commitmentchargeat the
rate of three-quartersof oneper cent(3/4 of 1%)per annumon theprincipal amountof
the Loan not so withdrawn from time to time. The datespecifiedfor thepurposesof
Section2.02 of the Loan Regulations is September15, 1953, or the Effective Date,
whichevershall be theearlier.

Section2.04. The Borrowersshall pay interest at the rate of five per cent(5%)
per annum on the principal amount of the Loan so withdrawn andoutstandingfrom
time to time.

Section2.05. Except astheBank and theBorrowersor eitherof them shall other-
wise agree, the chargepayable for specialcommitmentsenteredinto by the Bank at
the requestof the Borrowersor either of them pursuantto Section4.02 of the Loan
Regulationsshall be at the rateof onehalfof onepercent(1/a of1%) perannumon the
principal amountof such special commitmentsoutstanding.

1 Seep. 172 of this volume.
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Section2.06. Interestandotherchargesshall be payablesemi-annuallyon January
15 and July 15 in eachyear.

Section2.07. The Borrowersshall repaythe principal of the Loan in accordance
with the amortizationschedulesetforth in Schedule1’ to this Loan Agreement.

Section2.08. All obligations of the Borrowersunderthis Loan Agreement(not
including, however, obligationsexpresslyundertakenby only one of the Borrowers)
and the Bondsshall bejoint andseveralandthe obligationof eitherof them to comply
with anyprovisionof this Loan Agreementis not subjectto any priornoticeto, demand
upon or actionagainst the other. No extensionof timeor forbearancegiven to either
of the Borrowersin respectof theperformanceof arty of its obligationsunderthis Loan
Agreementor the Bonds, andno failure of the Bank or of any holderof the Bondsto
give anynoticeor to makeany demandor protestwhatsoeverto eitherof the Borrowers,
or strictly to assertarty right or pursueany remedyagainsteither of them in respect
of this Loan Agreementor the Bonds, and no failure by either of the Borrowers to
comply with anyrequirementof anylaw, regulationor order,shall in any way affect
or impair any obligation of the other Borrower underthis Loan Agreementor the
Bonds.

Article III

USE OF PRoc~zrsOF THE LOAN

Section3.01. The Borrowersshall apply the proceedsof the Loan exclusivelyto
the cost of goodswhich will be requiredfor the carryingout of the Projectdescribed
in Schedule22 to this Agreement. Thespecificgoodsto bepurchasedoutof theproceeds
of the Loan shallbe determinedby agreementbetweenCEARG andthe Bank, and the

list of suchgoodsmaybemodified from time to timeby agreementbetweenthem.
Section3.02. The Borrower shall causeall goodspurchasedwith the proceedsof

the Loanto be importedinto theterritoriesof the Guarantorandthereto beusedexclu-
sively in thecarryingoutof theProject. Exceptas otherwiseagreedbetweenthe Bank
and the Borrowers,CEARG will obtain title, free and clearof all encumbrances,to all
goodspurchasedor paidfor in wholeor in partoutof theproceedsof the Loan. Except
as otherwiseagreedbetweenthe Bank and the Borrowers,CEARG will not sell, assign
or transfertitle to any such goods.

Article JV

BONDS

Section4.01. The Borrowers shall executeand deliver Bonds representingthe

principal amountof the Loanas providedin the Loan Regulations.

Section4.02. The Presidenteof CEAItG and such personor personsas he shall
appoint in writing aredesignatedas authorizedrepresentativesof CEAEG and the Presi-

1Seep. 170 of this volume.

2 See p. 170 of this volume.
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denteof CEMIG andsuchpersonor personsas heshall appointin writing are designated
as the authorizedrepresentativesof CEMIG for the purposesof Section 6.12 (a) of the
Loan Regulations.

Article V

PAI1TICULAR COVENANTS

Section5.01. The Borrowersshall carry out the Projectdescribedin Schedule2
to this Loan Agreementwith duediligenceandefficiency and in conformitywith sound
engineeringand financial practices.

Section5.02. (a) The Borrowersshall furnish to the Bank, promptly upon their
preparation,theplansandspecificationsfor theProjectand any materialmodifications
subsequentlymadetherein.

(b) TheBorrowersshall maintain recordsadequateto identify the goodspurchased
out of theproceedsof theLoan, to disclosetheend-usethereofin theProject,to record
theprogressof the Project(includingthe costthereof)andto reflectin accordancewith
consistentlymaintainedsoundaccountingpracticesthe financialcondition andoperations
of the Borrowers.

(c) The Borrowersshall enablethe Bank’s representativesto inspectany and all
goodspurchasedout of theproceedsof theLoan andthesites,works artd construction
includedin theProject, and to examineany relevantrecordsand documents.

(d) The Borrowersshall furnishto theBank all suchinformation as theBank shall
reasonablyrequestconcerningtheexpenditureof the proceedsof the Loan, theuseof
thegoodspurchasedtherewith,theprogressof theProjectandthe operationsandfinan-
cial condition of the Borrowers.

Section5.03. (a) The Bank and the Borrowersshall cooperatefully to assure
that thepurposesof the Loan will be accomplished. To that end, eachof them shall
furnishto theotherall suchinformationas it shall reasonablyrequestwith regardto the
generalstatusof the Loan.

(b) The Bank andthe Borrowersshall from time to time exchangeviews through
their representativeswith regardto mattersrelatingto thepurposesof theLoan and the
maintenanceof the servicethereof. The Borrowersshall promptly inform the Bank
of anyconditionwhich shall arisethat shallinterferewith, or threatento interferewith,
the accomplishmentof the purposesof the Loan or the maintenanceof the service
thereof.

Section5.04. If CEARG or CEMIG shall proposeto incur anyexternaldebt, theBor-
rowers shall inform theBank of suchproposaland, beforetheproposedaction is taken,
shall affordtheBank all opportunitywhich is reasonablypracticablein thecircumstances
to exchangeviewswith the Borrowerswith respectthereto;provided, however,that the
foregoing provisionsshall not apply to theincurring of additional externaldebt through
utilization, in accordancewith the termsof any creditestablishedprior to the dateof
this Agreement,of arty unusedamountsavailableundersuchcredit.

Section5.05. Exceptasthe Bankshall otherwiseagree,if anylien shall be created
on anyassetsof CEARG or CEMIG as securityfor anydebt,suchlien will ipsofactoequally
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andratablysecurethe paymentof the principal of, and interestandotherchargeson,
theLoan and theBonds,andin the creationof any suchlien expressprovision shall be
madeto thateffect; provided, however,that the foregoingprovisionsof this Sectionshall
notapplyto anyliencreatedonproperty,at thetimeof purchasethereof,solelyassecurity
for thepaymentof thepurchaseprice of such property.

Section5.06. The Borrowersshall payor causeto be paid all taxesor fees,if any,
imposedunderthe lawsof the Guarantoror lawsin effect in its territorieson or in con-
nectionwith the execution, issue,delivery or registrationof the Loan Agreement,the
GuaranteeAgreement,or the Bonds, or the paymentof principal, interestor other
chargesthereunder;provided,however,that theprovisionsof this Sectionshall not apply
to taxationof, or feesupon, paymentsunderanyBondto aholderthereofotherthanthe
BankwhensuchBond is beneficiallyownedby anindividualor corporateresidentof the
Guarantor.

Section5.07. The Borrowersshall pay or causeto be paid all taxesand fees, if
any, imposedunderthe laws of thecountry or countriesin whosecurrencythe Loan
andtheBonds arepayableor laws in effect in the territoriesof suchcountryor countries
on or irt connectionwith theexecution,issue,deliveryor registrationof theLoanAgree-
ment, the GuaranteeAgreementor theBonds.

Section5.08. Except as shall be otherwiseagreedin writing betweenthe Bank
and CEARG, CEARG shall insureor causeto be insuredwith responsibleinsurersall goods
purchasedwith the proceedsof the Loan. Such insuranceshall coversuch marine,
transit andother hazardsincident to delivery of the goods into the territories of the
Guarantor,andshallbe for suchamounts,as shall be consistentwith soundcommercial
practice. Eachcontractof insuranceshall be payablein dollars or in the currencyin
which thecost of thegoodsinsuredthereundershall be payable.

Section5.09. The Borrowerscovenantto maintain their legal existenceandstruc-
tureandright to carryon their operationsin suchform a~dmanneras will enablethem
to accomplishthepurposesof theLoan and to maintain theservicethereof.

Section5.10. CEMIG covenantsthat it will not, exceptas shall be otherwiseagreed
betweenthe Bank and CEMIG, incur or permit any subsidiaryto incur any long term
indebtedness;or declareor payor permit anysubsidiaryto declareor payanydividend
excepta permitteddividend, if, after the incurring of any suchlong term indebtedness
or the paymentof anysuchdividend,the consolidatedlong term indebtednessof CEMIG
andall its subsidiarieswould exceedthe consolidatedcapitalandsurplusof CEMIG a~d
all its subsidiaries.

For the purposesof this Section5.10 the following terms shall havethe meanings
hereinafterset forth:

(a) The term “long term indebtedness”shall meandebt maturing by its terms
more than oneyear after the date on which it is incurred. Wheneverfor the
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purposesof this Sectionit shall benecessaryto valuein termsof Brazilian cur-
rency debtpayablein anothercurrency,such valuationshall be madeon the
basisof the rateof exchangeat which suchothercurrencyis, at the time such
valuation is made,obtainablefor the purposesof servicingsuchdebt.

(b) The term “consolidatedlongterm indebtedness”shall meanthe totalamount
of longterm irtdebtednessof CEMIG andall its subsidiariesexcludinglong term
indebtednessowedby. CEMIG to any subsidiary or by any subsidiaryto cz~i~
or by anysubsidiaryto any othersubsidiary.

(c) The term “capital and surplus” shall meancapital and surplus determined
in accordancewith soundaccountingproceduresusually applicablein the cir-
cumstances.

(d) The term “consolidatedcapitaland surplus” shall meanthe total capital aruf
surplusof CEMIG and all its subsidiariesafter excludingsuch itemsof capital
and surplusas shall representequity interest by CEMIG or any subsidiaryin
CEMIG or anysubsidiary.

(e) The term “subsidiary” shall meanany organization, incorporatedor unin-
corporated,of which morethanfifty percentof thevotingcontrol is helddirectly
or indirectly by CEMIG.

(f) The term “permitted dividend” shall meanarty dividend or dividendspaid~
by CEMIG or by any subsidiaryout of its current earningsartd not exceeding
in totalamount during any oneyear eight percent(8%) of its paid-up capital
stock.

(g) The term “currentearnings”shall meanthe net profit determinedin accord-
ancewith soundaccountingproceduresusually applicablein the circumstances
of CEMIG or anysubsidiaryduring the lastcompletedfiscal yearof CEMIG or arty’
suchsubsidiary.

Article VI

REMEDIES OF THE ~

Section6.01. If anyeventspecifiedin paragraph(a) or paragraph(b) of Section5.02
of the Loan Regulationsshall occur andshall continuefor a periodof thirty days or
if any event specified in paragraph(c) of Section 5.02 of the Loan Regulationsor in
Section6.02 of this LoanAgreementshall occurand shallcontinuefor a periodof sixty
days after notice thereofshall havebeengiven by the Bank to the Borrowers,than at
anysubsequenttime duringthe continuancethereof,the Bank,at its option, maydeclare
the principal of the Loan and of all the Bondsthen outstandingto be dueand payable
immediately,anduponanysuchdeclarationsuchprincipalshallbecomedueand payable
immediately, anything in this Loan Agreementor in the Bonds to the contrary not-
withstanding.

Section6.02. The following eventis specifiedpursuantto Section 5.02 (j) of the
Loan Regulationsfor the purposesof Section5.02 of the Loan Regulations:a default
shall haveoccurredin the performanceof any covenantor agreementon the partof the
StateundertheProjectFundsAgreement.
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Article VII
EFFECTIVE DATE; TERMINATION

Section 7.01. The following eventsare specifiedas conditionsto the effectiveness
of this Loan Agreementwithin themeaningof Section9.01 (c) of the Loan Regulations:

(a) The GuarartteeAgreementshall havebeenduly registeredby the Tribunal
de Contasof the Guarantor.

(b) The executionand delivery of theProject Funds Agreementshall havebeen
duly authorizedor ratified by all necessarygovernmentalaction; and

(c) The ProjectFundsAgreementshall havebeenduly registeredby the Tribunal
de Coritasof the State.

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

That the Project FundsAgreementhas beenduly authorizedor ratified by,
andexecutedanddeliveredon behalfof, theStateandconstitutesa valid andbinding
obligation of the Statein accordancewith its terms.
Section7.03. A date90 daysafterthedateof this LoanAgreementis herebyspeci-.

fled for the purposesof Section9.04of the Loan Regulations.

Article VIII
MISCELLANEOUS

Section8.01. The Closing Dateshall be December31, 1956.
Section8.02. The following addressesarespecifiedfor the purposesof Section8.01

of the Loan Regulations:
For CEARG: Companhia de Eletricidade do Alto Rio Grande, Avertida Afonso

Pena726, Belo Horizo~te,Brazil.
For CEMIG: CentralsElétricasde Minas Gerais,S.A., Avenida Afonso Pena726,

Belo Horizonte,Brazil.
For the Bank: InternationalBank for Reconstructionand Development, 1818 1-1

Street,N.W., Washington,D.C., U.S.A.
IN WITNESS WHEREOF, the partieshereto,actingthroughtheir representativesthere-

untoduly authorized,havecausedthis Loan Agreementto be signedin their respective
namesand deliveredin the District of Columbia,United Statesof America, as of the
day andyear first abovewritten.

InternationalBank for Reconstructionand Development
By EugeneR. BLACK

President
Companhiade Eletricidadedo Alto Rio Grande

By LucasLOPE5
Presidente

M. BHERING
Diretor

CentraisElétricasde Minas Gerais,S.A.
By LucasL0PE5

Presidente
M. BHERING

Diretor
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SCHEDULE 1

AMORTIZATION SCHEDULE

PREMIUMS ON PREPAYMENT AND REDEMPTION

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

Timeof Prepaymentor Redemption Premium

Not morethan5 yearsbefore maturity
More than 5 yearsbut not more than 10 yearsbeforematurity
More than 10 yearsbut not more than 15 years beforematurity
More than 15 yearsbeforematurity

SCHEDULE 2

DESCRIPTION OF PROJECT

The Itutinga hydroelectricproject will be locatedin the State of Minas Gerais
on theRio Granderiveraboutmidwaybetweenthetownsof LavrasandSão Joaodel Rei.

* To the extent that anypart of the Loan is repayablein a currencyother than dollars (see
Loan Regulations,Section3.02)thefigures in thesecolumnsrepresentdollar equivalentsdetermined
as for purposesof withdrawal.

Principal
Amount

Date
PaymentDue

Paymentof
Principal

(expressed
in dollars) *

Outstanding
After Each

Payment
(expressed

in dollars) *

July 15, 1956 . . — $7,300,000
January15, 1957 . $139,000 7,161,000
July 15, 1957 . . 142,000 7,019,000
January15, 1958 . 146,000 6,873,000
July 15, 1958 . . 149,000 6,724,000
January15, 1959 . 153,000 6,571,000
July 15, 1959 . . 157,000 6,414,000
January15, 1960 . 161,000 6,253,000
July 15, 1960 . . 165,000 6,088,000
January15, 1961 . 169,000 5,919,000
July 15, 1961 . . 173,000 5,746,000
January15, 1962 . 178,000 5,568,000
July 15, 1962 . . 182,000 5,386,000
January15, 1963 . 187,000 5,199,000
July 15, 1963 . . 191,000 5,008,000
January15, 1964 . 196,000 4,812,000
July 15, 1964 . . 201,000 4,611,000
January15, 1965 . 206,000 4,405,000

Principal
Amount

Date
PaymentDue

Paymentof
Principal

(expressed
in dollars) *

Outstanding
AfterEach

Payment
(expressed

in dollars) *

July 15, 1965 . . $211,000 $4,194,000
January15, 1966 . 216,000 3,978,000
July 15, 1966 . . 222,000 3,756,000
January 15, 1967 . 227,000 3,529,000
July 15, 1967 . . 233,000 3,296,000
January15, 1968 . 239,000 3,057,000
July 15, 1968 . . 245,000 2,812,000
January15, 1969 . 251,000 2,561,000
July 15, 1969 . . 257,000 2,304,000
January15, 1970 . 264,000 2,040,000
July 15, 1970 . . 270,000 1,770,000
January15, 1971 . 277,000 1,493,000
July 15, 1971 . . 284,000 1,209,000
January15, 1972 . 291,000 918,000
July 15, 1972 . . 298,000 620,000
January15, 1973 . 306,000 314,000
July 15, 1973 . . 314,000 —

1%

2~/~%
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A. Itutinga Dam

The fall of the Itutinga rapids,having a naturaldrop of 12 meters,will be raised
to 30 metersby a gravity dam. The centralportion of the dam will be constructedof
concreteand be equippedwith Tainter gates. The right wing of the dam will be
constructedof coricreteand the left wing will beearthfilled. A forebay andcanalwill
be built betweenthe centralportion and the left wing, soas to conveythe waterto the
penstocks. The forebay and canal will be of sufficient size to carry water for four
turbine-generatoruriits.

B. Itutinga Power Plant

A powerplantof theoutdoor type equippedwith a gantrycranewill be constructed
below the rapids. Two Kaplantype(movableblade)turbines,rated17,000horsepower
at 225 revolutions perminute driving two 13,500 KVA generators,togetherwith the
correspondingswitchgearand step-uptransformersarid substationswill be installedin
the powerplant andplaced into operation.

C. TransmissionLinesand Substations

Aluminium cable steel reinforcedtransmissionlineswill be constructedas follows:

(a) Between Itutinga and Lavras.—approximately40 kilometers of 69 kilovolt
singlecircuit transmissionline with steel towers;

(b) BetweenItutinga and Nazareno—approximately25 kilometers of 13.8 kilovolt
singlecircuit transmissionline with wood towers;

(c) BetweenItutinga and SãoJoaodel Rei—approximately45 kilometers of 138
kilovolt singlecircuit transmissionline with steeltowers;

(d) BetweenSãoJoaodel ReiandSitio—approximately55kilometersof 69kilovolt
double circuit transmissionline with steel towers. Two tap lines will be
constructedfor Barrosoand Barbacena.

Suitablestep-downtransformerandsubstationequipmentfor the townsof Lavras,
São Joaodel Rei, Barbacenaand Antonio Carlos and for othersmall localities in the
vicinity of theplant will be installed.

PROJECTFUNDS AGREEMENT

(ITUTINGA HYDRO-ELECTRICPROJECT)

AGREEMENT, datedJuly 17, 1953,betweenTHE STATE OF MINAS GEaitIS (herein-
after called theState)and INTERNATIONAL BANK FOR RECONSTRUCTION AND DEvELoP-
MENT (hereinaftercalled the Bank).

WHEREAS by anagreementof evendateherewithbetweentheBank andCompanhia
deEletricidadedo Alto Rio GrandeandCentralsElétricasdeMinas Gerais,S.A. (herein-
aftercalled the Borrowers)which agreementand the Schedulesthereinreferredto are
heremaftercalled the Loan Agreement,the Bank has agreedto make to the Borrowers
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a loan in the aggregateprincipalamountof sevenmillion threehundredthousanddollars
($7,300,000),or the equivalentin other currencies,on the terms and conditions set
forth in the Loan Agreement,but only on condition that the Stateagreeto provide the
Borrowerswith funds required to fulfill the purposesof the Loan; and

WHEREAStheState,in considerationof theBank’s enteringinto theLoanAgreement

with the Borrowers,has agreedto provide the Borrowerswith such funds;

Now THEREFOREthe partieshereto herebyagreeas follows:

Section1. Except where the context otherwise requires, the terms defined in
Section 1.02 of the Loan Agreementshall have the respectivemeaningsthereinset
forth whereverusedin this ProjectFundsAgreement. Whereverused in this Project
FundsAgreementthe following termsshall havethe following meanings:

(a) The term “tax” shall meanthe economicrecuperationservices tax provided
for in Law No. 760 of October26, 1951, of theState.

(b) The term “electric quota” shall mean the four-fourteenths(4/14) of the tax
which is allocatedby LawsNo. 760 of October26, 1951,No. 828 of December14, 1951
andDecreeNo. 3710 of February20, 1952 of theStatefor (a) thesubscriptionandpay-
ment of capital of electric corporations(companhiasmistas)organizedby the Stateand
controlledby CEMIG and (b) for the paymentin the nameof the State of theguaranteed
minimumdividendsto privateshareholdersof suchelectriccorporations.

Section2. The Statewill deliver monthly to CEMIG as a paymenton accountof
theState’ssubscriptionto thecapitalof CEMIG theamountscollectedduring theprevious
month on accountof theelectric quota. Suchdeliverymay be madethroughthebanks
which collect the tax by transferringto the credit of CEMIG an amountequal to the
estimatedamountof theelectricquotato becollectedeachmonth. At theendof January
of eachyeara final adjustmentwill be made,and theState will deliver to CEMIG any
existing differenceto completethe full amount of the electric quota collected during
the previousyear.

Section3. In the eventthat thecollectionsof theelectric quotashall belessthan
132,000,000 Brazilian cruzeiros in 1953, 150,000,000 Brazilian cruzeiros in 1954,
172,000,000Brazilian cruzeirosin 1955, and 192,000,000Brazilian cruzeirosin 1956,
the Statewill deliver to CEMIG suchamountsof the tax as arenot specifically allocated
so that an amountnot less thanthe amountsabovespecifiedwill be deliveredto CEMIG

in eachoneof the abovespecifiedyearsunderthe provisionsof Paragraph11, Article 20
of Law No. 760 of October26, 1951 of the State.

Section4. This contractis signedpursuantto theprovisionsof Laws No. 760 of
October26, 1951 and No. 828 of December14, 1951 and Decree Law No. 3710 of
February20, 1952of the State. For thecurrentfiscalyeartheappropriation(Secretaria
das Financas 114-03-243-994)of the current budget approvedby Law No. 935 of
November29, 1952of the Statewill beusedand in subsequentfiscal yearsappropriations
underLaw No. 760 of the Statewill be granted.
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IN WHITNESS WHEREOF the parties hereto, acting through their representatives
thereuntoduly authorized,havecausedthis Project FundsAgreementto be signed in
their respectivenamesand delivered in the District of Columbia, United Statesof
America, as of the day andyear first abovewritten.

The Stateof Minas Gerais
By W.M. SALLES

AuthorizedRepresentative

InternationalBank for Reconstructionand Development
By EugeneR. BLACK

President

INTERNATIONAL 13ANK FOR RECONSTRUCTIONAND DEVELOPMENT

LOAN REGULATIONS No. 4, DATED 15 OCTOBER 1952

REGULATIONS APPLICABLE TO LOANS MADE BY THE BANK TO BoREowEasOTHER THAN
MEMBER Govam~m~rTs

[Not publishedherein. SeeUnitedNations,TreatySeries,Vol. 172,p. 124]
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