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No. 2564. GUARANTEE AGREEMENT’ (SALTO GRANDE
HYDRO-ELECTRICPROJECT)BETWEEN THE UNITED
STATES OF BRAZIL AND THE INTERNATIONAL BANK
FOR RECONSTRUCTION AND DEVELOPMENT.
SIGNED AT WASHINGTON, ON 18 DECEMBER 1953

AGREEMENT, dated December18, 1953, betweenTHE UNITED STATES

OF BRAZIL (hereinaftercalled the Guarantor) and INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT (hereinaftercalledthe Bank).

WHEREAS by an agreementof evendate herewithbetweenthe Bank and
Usinas Elétricas do Paranapanema,S.A. (hereinafter called the Borrower),
which agreementand the schedulestherein referred to are hereinaftercalled
the Loan Agreement,2the Bank hasagreedto maketo the Borrower a loan in
the aggregateprincipal amount of ten million dollars ($10,000,000),or the
equivalent in other currencies,on the terms and conditions set forth in the
Loan Agreementbut only on condition that the Guarantoragreeto guarantee
such loan and the obligationsof the Borrower in respectthereof; and

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

WHEREAS the Guarantorrepresentsand warrantsthat the giving of such
guaranteeis authorizedby Law No. 1518 dated December24, 1951, and Ar-
ticles 22 and23 of Law No. 1628 of June20, 1952 of the Guarantor;

Now THEREFORE the partiesheretoherebyagreeas follows:

Article I

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

‘Came into force on 3 March 1954, upon notification by the Bank to the Governmentof
Brazil.

3
Seep. 186 of this volume.
Seep. 204 of this volume.
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Section1.02. Exceptwherethe context otherwiserequiresthe respective
terms defined in Section 1.02 of the Loan Agreementshall have the respective
meaningsthereinset forth whereverusedin this GuaranteeAgreement.

Article II

Section2.01. Without limitation or restriction upon any of the other
covenantson its part in this Agreementcontainedthe Guarantorherebyun-
conditionallyguarantees,as primary obligor and not as surety merely, the due
andpunctual paymentof the principal of, and the interest and other 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.

Article III

Section3.01. It is the intention of the Guarantorthat no other external
debtshallhavepriority 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 subdivisionsor any agencyof any of them) which the
Guarantoror any such political subdivision or agencyshall create or permit
to be createdas security for the payment of any externaldebt shall equally
andratablysecurethe paymentof the Loan andthe Bonds, and,in the creation
of any suchprivilege or priority, expressprovisionshallbe madeto that effect;
provided, however,that this Section shall not apply (1) to the creation of any
mortgage,pledgeor otherchargeor priority on any propertypurchased,at the
time of the purchase,solely as security for the paymentof the purchaseprice
of such property; or (2) to any pledge of commercial goods to securedebt
maturingnotmorethanoneyearafterits dateandto be paid outof theproceeds
of saleof such commercialgoods;or (3) to any pledgeby or on behalfof the
Guarantorof any of its assetsin the ordinary courseof banking businessto
secureany indebtednessmaturing not more than one yearafter its date.

Section3.02. (a) The Guarantorand the Bank shall cooperatefully to
assurethat the purposesof the Loan shallbe accomplished. To thatend,each
of them shall furnish to the other all such information as it shall reasonably
requestwith regard to the general statusof the Loan. On the part of the
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Guarantor,suchinformation shall include information with respectto financial
andeconomicconditionsin theterritoriesof the Guarantorandthe international
balanceof paymentspositionof the Guarantor. On the part of the Bank,such
information shall include such information as shall be available to the Bank
regardingthe performanceof the obligationsof the Borrower underthe Loan
Agreement.

(b) The Guarantorand the Bank shall from time to time exchangeviews
through their representativeswith regardto mattersrelating to the purposes
of the Loan and the maintenanceof the servicethereof, and shall inform each
otherof any condition which shallarisethat shall interferewith, or threatento
interferewith, the accomplishmentof the purposesof the Loan or the mainten-
ance of the servicethereof.

(c) The GuarantorshaM afford all reasonableopportunity for accredited
representativesof the Bank to visit any part of the territoriesof the Guarantor
for purposesrelatedto the Loan.

Section3.03. The principalof, and interestandotherchargeson,theLoan
and the Bondsshall be paid without deductionfor and free from any taxesor
feesimposedunderthe laws of the Guarantoror laws in effect in its territories;
provided, however,that the provisionsof this Sectionshallnot apply to taxation
of, or fees upon, paymentsunderany Bond to a holderthereofother than the
BankwhensuchBondis beneficiallyownedby anindividual or corporateresident
of the Guarantor.

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

Section3.05. The principal of, and interest and other chargeson, the
Loan andthe 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 provi-
sions of the Loan Regulations,its guaranteeon the Bonds to be executedand
delivered by the Borrower. The Minister of Financeof the Guarantorand
such personor personsas he shall designatein 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,Avenida PresidenteAntonio
Carlos 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 Minister of Financeof the Guarantor is designated
for the purposesof Section 8.03 of the Loan Regulations,and if appointedby
him, Desenvolvimentois designatedfor the samepurposes.

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

The United Statesof Brazil
By Mario DA CAMARA

AuthorizedRepresentative
InternationalBank for Reconstructionand Development

By R. L. GARNER

Vice-President

LOAN AGREEMENT

(SALTO GEANDE HYDRO-ELEcTRIC PROJECT)

AGREEMENT, dated December18, 1953, betweenINTERNATIoNAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT (hereinaftercalled the Bank) and USINAS EL~-
TRICAS Do PARANAPANEMA, S.A. (hereinaftercalled the Borrower).

Article I

LOAN REGULATIONS; SPECIAL DEFINITIONS

Section1.01. The parties to this Loan Agreementaccept all the provisionsof
Loan RegulationsNo. 41 of the BankdatedOctober15, 1952(hereinaftercalledtheLoan
Regulations),with the sameforce andeffect as if they were fully set forth herein.

Section1.02. Except where the context otherwise requires, the following terms
have the following meaningswhereverusedin this Loan Agreementor any Schedule
hereto:

(a) the term “State” meansthe Stateof SãoPauloof the Guarantor;

‘See p. 204 of this volume.
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(b) the term “Borrower” meansUsinas Elétricasdo Paranapanema,a sociedade
anônimaorganizedunderthe laws of the Guarantor,and any successorto or
assigneeof UsinasElétricasdo Paranapanema,

(c) the term “Project Funds Agreement“‘ meansthe agreementof even date
herewithbetweenthe State and the Bank whereby the State agreeswith the
Bank to undertakecertain obligations in respectof the funds to be provided
to the Borrower;

(d) the term “Desertvolvjmento”meansthe BancoNacionaldo Desenvolviniento
Econômico, a legal entity organizedand existingunderLaw No. 1628 dated
June20, 1952,of the Guarantorandshall include anysuccessorto the Banco
Nacional do DesenvolvimentoEconômico.

Article II

THE LOAN

Section2.01. The Bank agreesto lendto theBorrower,onthetermsandconditions
in this Agreementset forth or referredto, the sumof ten million dollars ($10,000,000),
or the equivalentthereofin currenciesotherthandollars.

Section2.02. The Bank shall open a Loan Account on its booksin the nameof
the Borrower andshall credit to suchAccountthe amount of the Loan. The amount
of the Loan may be withdrawnfrom the Loan Account as provided in, andsubjectto
therights of cancellationandsuspensionset forth in, the Loan Regulations. Notwith-
standinganythingto the contrarycontainedin this Loan Agreement,unless the Bank
shallotherwiseagree,no withdrawalsfrom the LoanAccountshallbemadewith respect
to goodsrequiredfor the distribution systemsdescribedin paragraphD of Schedule22
to this Loan Agreementunlessanduntil (a) the Borrower shall havesubmittedto the
Bank the arrangementsbetweenthe Borrower and the companiesidentified in such
Schedule2 regardingthe transferto or useby suchcompaniesof goodspurchasedout
of theproceedsof theLoanand (b) the Bankshallhaveexaminedsucharrangementsand
shall havenotified the Borrower that they aresatisfactory.

Section2.03. The Borrower shall pay to the Bank a commitmentchargeat the
rateof three-quartersof onepercent(3/4 of 1%) perannumon the principalamountof
the Loannot sowithdrawn from time to time. The date specifiedfor the purposesof
Section2.02 of the Loan Regulationsis a date60 days afterthe dateof this Agreement
or the Effective Date, whichevershall be the earlier.

Section2.04. The Borrower shall pay interestat the rateof five per cent (5%)
perannumon theprincipalamountof the Loansowithdrawnandoutstandingfromtime
to time.

Section2.05. Except as the Bank and the Borrower shall otherwiseagree, the
chargepayablefor specialcommitmentsenteredinto by the Bank at the requestof the
Borrower pursuantto Section4.02 of the Loan Regulationsshall be at the rateof one
half of oneper cent (1/a of 1%) per annum on the principal amount of such special
commitmentsoutstanding.

‘Seep. 202 of this volume.

Seep. 200 of this volume.
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Section2.06. Interest and other charges shall be payable semi-annually on
January 1 and July 1 in eachyear.

Section2.07. The Borrower shall repaythe principal of the Loan in accordance

with the amortizationscheduleset 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
the costof goodswhich will be required for the carryingout of the Projectdescribedin
Schedule2 to this Agreement. The specificgoodsto bepurchasedout of the proceeds
of the Loan shall be determinedby agreementbetweenthe Borrower and the Bank,
andthelist of suchgoodsmaybemodified fromtimeto timeby agreementbetweenthem.

Section3.02. The Borrower shall causeall goodspurchasedwith the proceeds
of the Loan to be importedinto the territoriesof the Guarantorand there to be used
exclusivelyin the carrying out of theProject. Exceptas otherwiseagreedbetweenthe
BankandtheBorrower,the Borrowerwill obtaintitle, freeandclearof all encumbrances,
to all goodspurchasedor paid for in whole or in part out of the proceedsof the Loan.
Exceptas otherwiseprovided in paragraphD of Schedule2 to this Loan Agreement,
or as otherwiseagreedbetweenthe Bankand the Borrower,the Borrower will not sell,
assignor transfertitle to anysuchgoods.

Article IV

BONDS

Section4.01. The Borrower shall executeand deliver Bonds representingthe

principal amount of the Loan as providedin the Loan Regulations.

Section4.02. The Diretor-Presidenteof the Borrower andsuchpersonor persons
asheshallappointin writingare designatedasauthorizedrepresentativesof theBorrower
for the purposesof Section6.12 (a) of the Loan Regulations.

Article V

PARTICULAR COVENANTS

Section5.01. The Borrower shall carry out the Project describedin Schedule2
to this LoanAgreementwith duediligenceandefficiencyand in conformity with sound
engineeringand financialpractices.

Section5.02. (a) The Borrower shall fumish to the Bank, promptly upon their
preparation,the plansandspecificationsfor theProjectand anymaterial modifications
subsequentlymadetherein.

(b) The Borrower shall maintain or causeto be maintainedrecordsadequateto
identify the goodspurchasedoutof the proceedsof the Loan, to disclosethe end-use

‘See p. 198 of this volume.
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thereofin the Project,to record the progressof theProject(including the cost thereof)
andto reflect in accordancewith consistentlymaintainedsoundaccountingpractices
the financial conditionandoperationsof the Borrower.

(c) The Borrower shall enable the Bank’s representativesto inspect any and all
goodspurchasedout of the proceedsof the Loanand the sites,worksand Construction
includedin the Projectandto examineany relevantrecordsand documents.

(d) TheBorrowershallfurnishor causetobefurnishedtotheBankall suchinforma-
tion as the Bank shall reasonablyrequestconcerningthe expenditureof the proceeds
of the Loan, the useof the goodspurchasedtherewith, the progressof the Projectand
the operationsand financial condition of the Borrower.

Section5.03. (a) The Bank and the Borrowershall co-operatefully to assurethat
thepurposesof the Loan will be accomplished. To that end,eachof themshall furnish
to the otherall suchinformation as it shallreasonablyrequestwith regardto the general
statusof the Loan.

(b) The Bank andthe Borrower shall from time to time exchangeviews through
their representativeswith regardto mattersrelating to thepurposesof the Loan and the
maintenanceof the servicethereof. The Borrower shall promptly inform the Bank of
any condition which shall arise that shall interferewith, or threatento interferewith,
theaccomplishmentof thepurposesof the Loanor themaintenanceof theservicethereof.

Section5.04. If theBorrowershallproposeto incuranyexternaldebt,theBorrower
shall inform the Bank of such proposaland,before the proposedaction is taken,shall
afford the Bank all opportunitywhich is reasonablypracticablein the circumstancesto
exchangeviews with the Borrower with respectthereto;provided, however, that the
foregoingprovisionsshall notapply to the incurringof additionalexternaldebt through
utilization, in accordancewith the termsof any credit establishedprior to the dateof
this Agreement,of any unusedamountsavailableundersuchcredit.

Section5.05. Exceptasthe Bank shall otherwiseagree,if any lien shall be created
on any assetsof the Borroweras securityfor any debt,suchlien will ipso facto equally
andratablysecurethe paymentof the principal of, and interestandother chargeson,
the Loan and the Bonds, and in the creationof any such lien expressprovision shall
be madeto thateffect; provided,however,that the foregoingprovisionsof this Section
shall not apply to (a) any lien createdon property,at the time of purchasethereof,.
solely as securityfor the paymentof the purchasepriceof suchproperty;and (b) any
lien in favorof the Guarantor,which by its termsis expresslysubordinatedto theclaims
of the Bank.

Section5.06. The Borrower shall payor causeto be paid all taxesor fees,if any,.
imposedunder the laws of the Guarantoror laws in effect in its territorieson or in
connectionwith the execution,issue,deliveryor registrationof the Loan Agreement,
the GuaranteeAgreement,or the Bonds,or thepaymentof principal,interestor other
chargesthereunder;provided,however,thattheprovisionsof this Sectionshall not apply
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to taxationof, or feesupon,paymentsunderanyBond toa holderthereofotherthanthe
BankwhensuchBondis beneficiallyownedby an individualor corporateresidentof the
Guarantor.

Section5.07. The Borrowershallpayor causeto be paid all taxesand fees,if any,
imposedunderthe laws of the country or countriesin whosecurrencythe Loan and
the Bondsarepayableor laws in effect in the territoriesof suchcountryor countrieson
or in connectionwith the execution,issue, delivery or registrationof the Loan Agree..
ment, the GuaranteeAgreementor the Bonds.

Section5.08. Exceptasshall beotherwiseagreedin writing betweenthe Bank and
the Borrower,the Borrowershall insureor causeto beinsuredwith responsibleinsurers
all goodspurchasedwith the proceedsof the Loan. Such insuranceshall cover such
marine, transit andotherhazardsincident to delivery of the goodsinto the territories
of the Guarantor,and shall be for such amounts,as shall be consistentwith sound
commercialpractice. Eachcontractof insuranceshall be payablein dollars or in the
currencyin which the cost of the goodsinsuredthereundershall be payable.

Section5.09. The Borrower covenantsto maintainits legal existenceandstructure
and right to carryon its operationsin suchform andmanneraswill enableit to accom-
plish the purposesof the Loan andto maintain theservice thereof.

Section5.10. The Borrower covenantsthat it will not, exceptas shall beotherwise
agreedbetweentheBankandtheBorrowerincurany longtermindebtedness;or declare
or pay any dividend excepta permitted dividend, if, after the incurring of any such
long term indebtednessor thepaymentof anysuchdividend,thelong term indebtedness
of theBorrower would exceedthe total capital andsurplusof the Borrower.

For thepurposesof this Section5.10 the following termsshall havethe meanings
hereinaftersetforth

(a) The term “long term indebtedness”shall meandebt maturing by its terms
more than oneyearafter thedate on which it is incurred. Wheneverfor the
purposesof this Sectionit shallbenecessaryto valuein termsof Braziliancurrency
debt payable in anothercurrency,such valuation shall be madeon the basis
of therateof exchangeat whichsuchothercurrencyis, atthetime suchvaluation
is made,obtainablefor thepurposesof servicingsuchdebt.

(b) The term “capital and surplus” shall meancapital and surplusdetermined
in accordancewith sound accounting proceduresusually applicable in the
circumstances.

(c) The term “permitted dividend” shall meanany dividend or dividends paid
by theBorrower out of its current earningsandnot exceedingin total amount
during any one yeareight percent(8%) of its paid-upcapital stock.

(d) The term “current earnings” shall meanthenetprofit of theBorrower during
the last completedfiscal yearof the Borrower determinedin accordancewith
soundaccountingproceduresusually applicablein thecircumstances.
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Article VI

RaManIasOF THE BANK

Section6.01. If anyeventspecifiedin paragraph(a) or paragraph(b)of Section5.02
of the Loan Regulationsshall occur andshall continuefor a period of thirty daysor if
any eventspecifiedin paragraph(c) of Section5.02 of the Loan Regulationsor in Sec-
tion 6.02 of this Loan Agreementshall occur andshall continuefor a period of sixty
daysafter noticethereofshall havebeengivenby the Bank to the Borrower,thenat any
subsequenttime during the continuancethereof, the Bank, at its option, may declare
theprincipal of the Loan andof all the Bondsthenoutstandingto be due andpayable
immediately,anduponanysuchdeclarationsuchprincipal shallbecomedueandpayable
immediately, anything in this Loan Agreementor in the Bonds to the contrary not-
withstanding.

Section6.02. The following eventis specifiedpursuantto Section5.02 (j) of the
Loan Regulationsfor the purposesof Section5.02 of the Loan Regulations:a default
shall haveoccurredin the performanceof any Covenantor agreementon the part of
the StateundertheProject FundsAgreement.

Article VII

EFFECTIVE DATE; TERMINATION

Section7.01. The following eventsarespecifiedas conditionsto the effectiveness

of thisLoan Agreementwithin themeaningof Section9.01 (c) of the Loan Regulations:

(a) The GuaranteeAgreementshall havebeenduly registeredby the Tribunal de
Contasof the Guarantor;

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

(c) TheProjectFundsAgreementshall havebeenduly registeredby the Tribunal
de Contasof the State.

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

That the Project FundsAgreementhas beenduly authorizedor ratified by,
andexecutedanddeliveredonbehalfof,theStateandconstitutesavalid andbinding
obligationof theStatein accordancewith its terms.

Section7.03. A date 90 days after the date of this Loan Agreementis hereby
specifiedfor the purposesof Section9.04 of the Loan Regulations.

Article VIII

MISCELLANEOUS

Section8.01. The ClosingDateshall be December31, 1957.

Section8.02. Thefollowing addressesarespecifiedfor thepurposesof Section8.01
of Loan Regulations:

For the Borrower: Usinas Elétricasdo Paranapanema,S.A., Largo Paisandü72,
SãoPaulo, Brazil.
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For the Bank: International Bank for Reconstructionand Development,1818 H
Street,N.W., Washington,D.C., U.S.A.

IN WITNESS WHEREOF, the parties hereto, acting through their representatives
thereuntoduly authorized, havecausedthis Loan Agreement to be signed in their
respectivenamesand deliveredin the District of Columbia, United Statesof America,
asof theday andyear first abovewritten.

InternationalBank for ReconstructionandDevelopment
By R. L. GARNER

Vice-President

UsinasElétricasdo Paranapariema,S.A.
By DagobertoSALLES-FILHO

Diretor-Presidente

SCHEDULE 1

AMORTIZATION SCHEDULE

* To the extent that any part of the Loan is repayablein a currencyother thandollars(see
LoanRegulations,Section3.02)the figuresin thesecolumnsrepresentdollar equivalentsdetermined
asfor purposesof withdrawal.

Principal
Amount

Outstanding

Date
PaymentDue

Paymentof
Principal

(expressed
in dollars) *

After Each
Payment

(expressed
in dollars)

Jan. 1, 1958 . . . — $10,000,000
July 1, 1958 . . . $208,000 9,792,000
Jan. 1, 1959 . . . 213,000 9,579,000
July 1, 1959 . . . 218,000 9,361,000
Jan. 1, 1960 . . . 224,000 9,137,000
July 1, 1960 . . . 229,000 8,908,000
Jan. 1, 1961 . . . 235,000 8,673,000
July 1, 1961 . . . 241,000 8,432,000
Jan.1, 1962 . . . 247,000 8,185,000
July 1, 1962 . . . 253,000 7,932,000
Jan. 1, 1963 . . . 259,000 7,673,000
July 1, 1963 . . . 266,000 7,407,000
Jan. 1, 1964 . . . 272,000 7,135,000
July 1, 1964 . . . 279,000 6,856,000
Jan. 1, 1965 . . . 286,000 6,570,000
July 1, 1965 . . . 293,000 6,277,000
Jan. 1, 1966 . . . 301,000 5,976,000

Date
PaymentDue

July 1, 1966
Jan.1, 1967
July 1, 1967
Jan.1, 1968
July 1, 1968
Jan.1, 1969
July 1, 1969
Jan.1, 1970
July 1, 1970
Jan.1, 1971
July 1, 1971
Jan.1, 1972
July 1, 1972
Jan.1, 1973
July 1, 1973
Jan. 1, 1974

Paymentof
Principal

(expressed
in dollars) *

• . . $308,000
316,000

• . . 324,000
• . . 332,000

340,000
349,000
358,000
367,000
376,000

• . . 385,000
395,000
404,000
415,000

• . . 425,000
• . . 436,000

446,000

Principal
Amount

Outstanding
After Each

Payment
(expressed

in dollars) C

$5,668,000
5,352,000
5,028,000
4,696,000
4,356,000
4,007,000
3,649,000
3,282,000
2,906.000
2,521,000
2,126,000
1,722,000
1,307,000

882,000
446,000
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PREMIUMS ON PREPAYMENT AND REDEMPTION

The following percentagesarespecifiedas thepremiumspayableon repaymentin
advanceof maturity of any part of the principal amountof the Loan pursuantto
Section 2.05 (b) of the Loan Regulationsor on the redemptionof any Bondprior to
its maturitypursuantto Section6.16 of the Loan Regulations.

Timeof Prepaymentor Redemption Premium

Not morethan 5 yearsbefore maturity
Morethan 5 yearsbut not morethan 10 yearsbeforematurity I %
More than 10 yearsbut not morethan 15 yearsbeforematurity
More than 15 yearsbeforematurity 2 ~4

SCHEDULE 2

DESCRIPTION OF PROJECT

A. Salto GrandeDam

An S-shapedconcretedam approximately900 metersin length andapproximately
12 metersin heighthover mostof the length will be constructedat SaltoGrandein the
ParanapanemaRiver so as to divert the watersof the river to theSalto Grandepower
plant and provide daily pondage.

B. SaltoGrande Power Plant

Near Salto Grandea powerplant will be locatedandconstructedso as to enable
it to utilize thewaters from the Salto Grande dam. Four turbine generatorunits of
about15,000kilowatts eachwill beinstalledin thepowerplant andplacedinto operation.

C. TransmissionLinesand Substations

Approximately 360 kilometersof 88,000volt transmissionlines will be constructed
so as to connectthe Salto Grande powerplant with the SorocabanaRailway power
lines andwith thesubstationsof the following companies

Empr~sade ElectricidadeVale ParanapanemaS.A.
Companhia“Elétrica Caiuà”
CompanhiaLuz e Fôrca“Santa Cruz”
CompanhiaHidro-ElétricaParanapanema
EmprêsaElétricade LondrinaS.A.

D. Distribution Systems

The electric distribution systemsof the companiesnamedin paragraphC above
will be expaitdedso asto enablesuchcompaniesto receiveand distributepowerfrom
SaltoGrande. The Borrower may transfertitle to goodsnecessaryfor suchexpansion
acquiredwith theproceedsof the Loan to suchcompanies.
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PROJECTFUNDS AGREEMENT

(SALTO GRANDE HYDRO-ELECTRIC PROJECT)

AGREEMENT, datedDecember18, 1953, betweenTHE STATE OF SÃO PAULO
(hereinafter called the State) and INTERNATIONAL BANK FOR RECONSTRUCTION AND
DEVELOPMENT (hereinaftercalledthe Bank).

WHERltitS by an agreementof even dateherewith betweenthe Bank and Usinas
Elétricasdo Paranapanema,S.A., (hereinaftercalled theBorrower)which agreementand
theSchedulesthereinreferredto are hereinaftercalled theLoan Agreement,the Bank
hasagreedto make to the Borrowera loan in the aggregateprincipal amount of ten
million dollars ($10,000,000),or theequivalentin other currencies,on the termsand
conditionssetforth in the Loan Agreement,but only on condition that theState agree
to provide theBorrowerwith fundsrequiredto fulfill thepurposesof theLoan; and

WREIUIAS theState, in considerationof the Bank’s enteringinto the Loan Agree-
m ent with the Borrower,hasagreedto provide theBorrower with suchfunds;

Now THEREFOREthe partieshereto hereby agreeas follows:

Section1. The Statewill pay to the Borrower as a paymenton accountof sub-
scription of capital in or beforethe following dates an amount of Brazilian cruzeiros
not lessthanthe amountsetforth after eachsuchdate:

Brazilian Cruaeiros

May 31, 1954 50,000,000
November 30, 1954 50,000,000
May 31, 1955 ..•................. 50,000,000
November30, 1955 50,000,000
May 31, 1956 60,000,000

Section2. In the eventthatat any time the fundsavailableto the Borrower shall
not beadequateto enableit to carry outtheProjectdescribedin Schedule2 of theLoan
Agreementwith due diligencetheStatewill provide theBorrowerwith sufficient funds
so to carryout suchProject.

IN WITNESSWHEREOF thepartieshereto,actingthrough their representativesthere-
unto duly authorized,havecausedthis ProjectFundsAgreementto be signed in their
respectivenamesand deliveredin the District of Columbia, United Statesof America,
asof the day andyear first abovewritten.

The Stateof SãoPaulo
By Silvio DE C~~osMELLO-FILHO

Authorized Representative

InternationalBank for ReconstructionandDevelopment
By R. L. GARNER

Vice-President
No, 2564
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