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| — BACKGROUND AND CREATION OF THE BNDE

BACKGROUND

The idea of creating the BNDE goes
back to April, 1950, when, at a conference
of United States ambassadors in Rio de Ja-
neiro, informal negotiations were entered
into between Brazilian and American author-
ities. On this occasion, it was pointed out
that the desires of the Brazilian Government
to promote a far-reaching program of re-
equipment and expansion for the basic ser-
vices pertaining {o the economic substruc-
ture of the country, particularly transporta-
tion and electric power, had been hitherto
frustrated by a shortage of funds in foreign
currency to meet the expenses that must
necessarily be incurred abroad.

Suitably to implement the understand-
ings reached, the Brazilian Government
proposed to the U.S. Government, in Oclo-
ber, 1950, that a joint Brazilian and Ameri-
can economic development commission be
set up immediately. This commission would
be responsible for preparing reports to be
submitted to the government authorities of
both countries and would formulate the
recommendations required for the realiza-
tion of projects likely to contribute to the
economic growth of Brazil. The Brazilian
proposal was accepted by the U.S. Govern-
ment and embodied in an Agreement signed
in December that year.

At about the same time, during the
Fourth Consultatory Meeting of Foreign
Ministers promoted by the United States, an
understanding was arrived at between Bra-
zilian delegates, U.S. authorities and the
World Bank’s representatives, as regards
obtaining financial aid from the Internation-
al Bank for Reconstruction and Develop-
ment and the EXIMBANK for this country's
reequipment and development program.

Subsequently, i.e. on September 14, 1951,
a note was signed by the parties involved
to the effect that the Director of the World
Bank and the EXIMBANK agreed {o supply
the funds in foreign currency required for
carrying out the program to be approved by
the Joint Brazil—U.S. Commission. At that
time, those funds were estimated at approx-
imately 500 million dollars.

ESTABLISHMENT OF THE ECONOMIC
REEQUIPMENT FUND

Once the supply of funds in foreign
currency had been secured, the Brazilian
Government turned to the problem of rais-
ing the funds in local currency which would
be required to finance the development pro-
gram outlined.

Among the various alternatives brought
up for discussion at the time, the Govern-
ment decided in favor of issuing a compulsory
loan to be raised by means of an additional
assessment on Income. Law No. 1474, of
November 26, 1951, provided the legal
grounds for collecting this additional Income
Tax, the revenue from which was to be set
apart in a special fund and earmarked for
defraying expenditure in connection with the
execution of projects forming part of the
Economic Reequipment Program.

Soon afterwards, on December 24 of the
same year, Law No. 1518 was enacted em-
powering the Government to give a National
Treasury guarantee to secure credit opera-
tions made in foreign currency, up to a limit
of 750 million dollars, when. relating to proj-
ects coming within the scope of the Pro-
gram. On November 6, 1964, Law No. 4457
came into force, raising the limit to 1,500
million dollars, or the equivalent thereof in
foreign currency, and extending to further
sectors the range of these operations.

CREATION OF THE BNDE

After provisions had been made for
organizing the financial basis required to
implement a program for reinvigorating the
national economy, the next step was to cre-
ate a specific agency to administer the
resources available and coordinate, as an
authorized agent of the Government, the
necessary measures for carrying out the
projects designed to promote the economic
development of the country.

On June 20, 1952, Law No. 1628 was
enacled instituting, besides other provi-
sions, the NATIONAL BANK FOR ECO-
NOMIC DEVELOPMENT (BANCO NA-
CIONAL DO DESENVOLVIMENTO ECO-




NOMICO—BNDE) in the form of a public
corporation or decentralized organ of the
Ministry of Finance, with an initial capital
of 20 million cruzeiros, wholly subscribed by
the Union, and with the funclion of imple-
menting the objectives cstablished by Laws
Nos. 1474, 1518 and 1628, and acting.
whencver necessary, as agent of the National
Treasury in any financial operations carried
out abroad in connection with the program
for the reequipment and development of the
national cconomy.

Law Ne. 2973, of November 26, 1956,
while introducing improvements in the orig-
inal legislation for the purpose of increas-
ing the efficiency of the Bank’s operations,
also extended the period {or which the com-
pulsory loan could be collected to the fiscal
year 1966. The validity period determined by
Law No. 1474 would otherwise have expired
in 1956.

On November 30, 1964, Law No. 4506
was passed doing away with the collection,
as of January 1, 1965, of the additional
assessmenis on income in accordance with
Law No. 1474/51, but providing, as a set-off,
for annual allocation to the BNDE of an
amount equivalent to 209% of the estimated
Income Tax returns to be included in the
Budget of the Union up to the end of the
financial year of 1975 and earmarked for the
Economic Reequipment Fund.

ORGANIC LEGISLATION OF THE BNDE

The organic and legal structure of the
Bank is defined, thercfore, in five major
Laws which also, ecither explicity or im-
plicitly, lay down the guide lines which that
establishment should follow in the course
of its activities for the purpose of stimulating
cconomic progress. The Law in question
may bhe summarized as follows:

Law No. 1474 — This law, dated No-
vember 26, 1951, covered the f{ollowing
malters:

a) creation of an additional assessment on
the income of all juristic and natural
persons that are subject to payment of
Income Tax in excess of CrS 10,000
said additional assessment to be collect-
cd for consccutive years starting from
1952;

b) creation of an additional assessment.
likewise payable during the same period
by juristic persons upen pending or un-
distributed profits, not assigned to the
Legal Reserve Fund or to the reserves
of capitalization and insurance compa-
nies set aside for technical purposes;

c¢) assignment of these funds exclusively to
carrying out a program for requip-
ping harbors and railways; increasing
the capacity of meat storage, packing
plants and slaughterhouses; raising the
clectric power potential and developing
basic industries and agriculture;

d) establishing that the revenue derived
from the above assessments should be
returned to the t{axpayers during the
sixth fiscal period following payment
thercof, to the extent of the amount
contributed by each taxpayer, with a
bonus added;

¢) authorizing the Government to issue
Government Bonds for the purposc of
cifecting the return of the amounts
collected as additional Income Tax as-
sessiments, together with the correspond-
ing increase.

Law No. 1518 — This Law, December
24, 1951, empowered the Federal Government
to contract credits or provide guarantees, on
behalf of the National Treasury:

a) for financing obtained abroad for the
purpose of cavrying out projects in
conneclion with the development pro-
gram, up to a limit of 500 million dollars
or the cquivalent in other currencies;
this ceiling was raised to 1,500 million
dollars by the provisions of Law No.
4457 of Neovember 6, 1964, which like-
wise authorized the Bank of Brazil to
grant, when necessary, a supplementary
guaraniee or aval in favor of the Na-
tional Treasury in the case of financing
contracts concluded on the basis of this
Law;

b) for credits granted by foreign or inter-
national financing establishinenis Lo
Stales or Municipios (counties), as well
as to joint privately and government
owned corporations, the majority of
whose shares are held by the Govern-
ment and which provide public utility

d)



services, so long as the operations are
concerned with such services, up to the
limit of 250 millien dollars or the equiv-
alent in other currencies, which was
extended to 750 million dollars by Law
No. 4457, of November 6, 1964.

Law No. 1628 — The provisions of this

Law, passed on June 20, 1952, cover the
following main points:

a)

h)

c)

it gave the name Economic Reequipment
Bonds to the government bonds to be
used for the repayments prescribed in
Law No. 1474, and established that they
would yield an interest of 5% (five per
cent) per annum and be issued to bear-
er. Law No. 4506, of November 30, 1964,
dealt with the repayment of the addi-
tional assessments on income paid in ac-
cordance with Law No. 1474/51, and al-
lowed taxpayers the option, within three
vears from the date of promulgation of
the law, of receiving the bonds or having
them converted, at the rate of 209 face
value, to National Treasury Bonds with
currency adjusiment clausc.

it fixed at twelve billion five hundred
million cruzeiros the amount of the
Bonds, which would be issued in annual
series of at least {wo billion five hun-
dred million cruzeiros (o be redeemed,
as from the sixth year following their
year of issue, in twelve yearly install-

ments of 5%, (five per cent) of the face
value of the hond;

it authorized the Government to deter-
mine, during each year from 1952 (o
1956, a compulsory deposit at the BNDE
of the amounts corresponding (o up {o
49, (four per ceni) of the deposils of
Federal Savings Banks; up (o 25%
(twenty-five per cent) of the technical
reserves which insurance companies
should set up cach year; and up to 39
(three per cent), of the annual revenue
of Social Securily agencies, excluding
the quota due {o the Union;

it created the NATIONAL BANK FOR
ECONOMIC DEVELOPMENT (BNDE),
endowed with administrative autonomy
and independent juristic personality, un-
Jder the jurisdiction of the Ministry of
Tinance, for the purpose of implement-

¢)

f)

ing the specific legislation pertain
the reequipment program and acti
agent of fhe National Treasury in £
cial operations, with reference the
establishing the guide lines for its a
ities and determining its organizat

it defined the functions of the B:
limiling its capacity for receciving
posits and granting loans, restricting
latter to the purpose of reequipment a
development established in Laws N
1474 and 1518;

it instituted the Administrative Counc
and the Board of Directors as manage
ment organs of the Bank, laying dow
their corresponding functions, as well a:
those of the Director-Superintendent;

it empowered the Bank to give a Treas-
ury guarantee (aval) for foreign credits,
as authorized by law, and established
the conditions under which the guaran-
tee would be valid, including therein
recognition by the President of the Re-
public that the invesiment was to the
best interests of the country.

Law No. 2973 — The provisions of this

Law, dated November, 26, 1956, covered the
following main points:

a)

b)

c)

d)

it extended for a further ten years, as
from 1957, both the Compulsory Loan to
the Bank, in the form of an additional
assessment on Income, and the remain-
ing financial measures related to the
Economic Reequipment Program;

it modified the basis on which the Addi-
tional Assessment on Income for the
Reequipment Fund is to be levied by
adopling a progressive scale for natural
persons and increasing the rafe levied
on pending and undistributed profits;

it complemented the rules enacted by
previous legislation with regard to the
issue and redemption of the Economic
Recquipment Bonds, and restricted that
issue Lo the total funds actually collected
in the form of Additional Assessment on
Income and the amount of certain com-
pulsory deposils made at the Bank;

it exempted Social Security agencies
from depositing part of their revenues



at the Bank and allowed insurance and
security companies {o invest directly the
required portions of their reserves for
technical purposes, instead of depositing
them;

¢) it iransferred to the Bank’s Capital
account the amounts owing {o the Union
in respect of dividends payable on stock
in corporations of joinl private and
public ownership, with the exception of
dividends and other income distributed
by the PETROBRAS and by banking
establishments;

f) it included the loans granted by the
Bank in the provision of Law No. 2300
of August 23, 1954, which permits the
conversion of credits into shares of the
capital of the borrowing company, and
exempted the Bank's operations from
the restrictions laid down in Decree No.
23501 of November 27, 1933;

g) it set regulations for transfer to the
Bank of revenues to be paid into certain
funds under deposil at the Bank;

h) it subjected the Bank’s financial activi-
ties {o a priority scale which must be
obligatorily observed in its annual in-
vesiment budget;

i) it provided a clearer definition of the
sectors of economic activity which are
eligible for financing by the Bank, list-
ing them according to a priority scale
indicating the relative importance of
each for the development of the national
economy;

j) it established at 609, (sixly per cent) of
the cost of the undertaking the normal
limit of the Bank’s financial cooperation,
and laid down regulations for granting
advances on prospective loans;

k) it provided for the investment, on a
priority basis, of 25% (twenty-five per
cent) of the funds supplied by the Com-
pulsory Loan and paid into the Economic
Reequipment Fund, in the West Central,
Northern and Northeastern regions of
the counlry, including in these areas the
States of Sergipe, Bahia and Espirifo
Sanlo;

1) it recognized the reserved and exclusive
authority of the Bank’s Administrative

Council for approving the number of
employees, establishing positions and
salary scales, as well as for defining the
legal standing of its employees;

m) it increased to four the number of Direc-
tors of the Bank, in addition to defining
certain functions of the Bank’s delibera-
tive organs;

n) it ecstablished the National Treasury's
responsibility for the payment of inter-
est and bonuses in respect of certain
portions of the Additional Assessment on
Income and provided for the setflement
of outstanding debits of the Bank against
the Union;

o) it allowed financing to be granted to Mu-
cipal Prefectures (county authorities)
for carrying oul certain works in accord-
ance with special rules establisred by
law and gave the Bank authority to
effect deposits in official eredit agencies
responsible for carrying out development
programs,

Law No. 4506 — This Law, passed on
November 30, 1964, radically altered the
organic legislation of the Bank insofar as
the resources for the Economic Reequipment
Fund were concerned, viz:

a) it abolished the collection of additional
assessments on income, preseribed in
Law No. 1474 of November 26, 1951, as
of the financial year of 1965;

bh) it established that, starting with the fi-
nancial year of 1965, an annual alloca-
tion of 209, (twenty per cent) of the
estimated Income Tax returns up (o and
including the financial year of 1975 was
fo be made from the Federal Budget to
the BNDE f{or utilization as resources
for the Economic Reequipment Fund
referred {o in Laws Nos. 1474/51, 1628/52
and 2973/56;

¢) it determined that the Federal tax col-
lectors’ offices were to post 209, (twenty
per cent) of the Income Tax returns
acfually collected, as a deposit to be
transferred (o the Bank of Brazil Inc., to
the account and order of the BNDE:
upon termination of the financial year,
the Minister of Finance would order the
necessary adjustments to be made in




order {o asceriain the exact amount to
be taken over by the Bank as manager
of the Fund;

d) it provided that, upon release of any
savings effected by the budget cconomy
plan or reserve fund resulting from a
reduction in budget cxpenditure, the
Government would apply an amount of
up to 80 billion cruzeiros a year to sct-
tling the outstanding debitls to the BNDE,
contracied by Budget-supporied agen-
cies;

¢) it regulated the reimbursecment of the
additional assessment on income paid in
accordance with Law No. 1474/51, in the
form prescribed in Law No. 1628/52,
with the provision that taxpayers might
opt, within threc years from the date of
promulgation of the Law, in favor of
receiving either the Economic Reequip-
ment Bonds referred to in Law No.
1628 or 209, (twenty per cent) of the
face valuc of same in National Treasury
Bonds with a currency adjustment
clause.

Il — RESOURCES ADMINISTERED BY THE BANK

The resources coming under the admin-
istration of the Bank and intended to be
used as financial backing for undertakings
held to be fundamental for the growth of the
countiry’s economy may be broken down
into three major categories:

a) the Bank’s own resources, composed of
its capital and reserves;

b) resources which are freely administered
by the Bank, at its own discretion, but
which do mot form part of its assets,
since they are returnable according (o
law, and comprise the following sources
of funds: the Economic Reequipment
Fund and the recently established Na-
tional Investment Fund; and

¢) special resources.

In its capacity as banking establishment
with special features, the BNDE cannot raise
funds through deposit accounts like a normal
bank. Law No. 1628/52 expressly forbids it
to receive deposits from natural and juristic
persons, excepting insurance and trust com-
panies (‘“‘emprésas de capitalizacao”), and in
the latter case, only special and compulsory
deposits. According to the said Law, the
Bank may only accept deposits:

a) from government agencies or public
corporalions;

b) from joint privately and government
owned corporations of which the gov-
ernment is a majority sharcholder;

¢) from banks under the conditions es-
tablished by the Currency and Credit
Authorities (SUMOC);

d) from insurance and trust companies,
when such deposits are made in con-
nection with the Economic Reequipment
Fund;

e) legal deposits;

f) deposits resulting from, or directly con-
nected with, the Bank’s operations.

THE BANK’S OWN RESOURCES

The Bank’s initial capital, wholly sub-
scribed by the Union, amounted to 20 million
cruzeiros. On December 31, 1964, its capital
had already risen to 22.1 billion cruzeiros
which, added to its reserves, came to a grand
total of 72.7 bhillion cruzeiros at the end of
that year.

Since the Bank is governed by public
law and organized as a public corporation,
its capital is not divided up into common
shares, as in the case of private corporations,
but derived from its net earnings from op-
erations, and from the income yielded by the
Union’s investments in joint privately and
government owned corporations, excepting
the PETROBRAS, the Cia. Siderurgica Na-
cional and banking establishments. The law
provides for the conversion of net earnings
into reserves and the transfer of these re-
serves to the Bank's Capital account, when-
ever such reserves attain the amount of the
establishment’s initial capital, and these
prescriptions have always been faithfully
observed.

The total income from the Union’s in-
vestments in joint privately and government
owned corporations received by the BNDE
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between 1957 and 1964 amounted to only
1,772 million cruzeiros. On the other hand,
returns from invested capital amounted to
13.7 billion cruzeiros between 1952 and 1964.

RESOURCES FREELY ADMINISTERED
BY THE BANK

The funds which are comprised in this
category do not form part of the Bank’s
assets, since their return to taxpayers is
provided for by law. These funds are com-
posed of the Economic Reequipment Fund
and the National Investment Fund, the latter
set up in 1963.

Economic Reequipment Fund

The greater part of the resources ad-
ministered by the Bank since its foundation
is composed of the Economic Reequipment
Fund which is supplied from two sources:
the Compulsory Loan levied on Income Tax-
payers, and compulsory deposits.

Compulsory Loan — As provided for in
Law No. 1474 of November 26, 1951, the
compulsory loan which constitutes the Fund
would be levied during five consecutive
years and on the following basis:

a) 15% (fifteen per cent) additional assess-
ment on the Income Tax payable by
natural persons, when the amount of tax
payable exceeded 10 thousand cruzeiros;

b) 15% (lifteen per cent) of the Income
Tax payable by juristic persons;

c¢) 15¢ (fifteen per cent) of the Income
Tax deducted at source; and

d) 3% of reserves and profits pending, ex-
cluding the legal reserve fund and the
reserves of insurance and trus{ compa-
nies for technical purposes.

The above amounts would be levied
only during the five-year period from 1952
through 1956 and the amounts thus raised
would be refunded during the sixth year, in
addition to a bonus of 25% (twenty-five per
cent) in government honds. These bonds
would yield interest of 5% (five per cent)
per annum and would be redeemed as of the
first year after issue in twenty equal annual
installments.
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When Law No. 2973 of November 26,
1956, extended the financial provisions con-
nected with the Economic Reequipment Pro-
gram, collection of the compulsory loan was
authorized for another ten years, that is, up
to the year of 1966, and the following alter-
ations were introduced;

a) only those natural persons whose In-
come Tax exceeded the limit of 20 thou-
sand cruzeiros were liable for payment
of the Additional Assessment on Income,
calculated as a percentage of the Income
Tax payable, in accordance with the
following scale:

— up to CrS 20,000 exempt

— more than CrS 20,000
and up to CrS 250,000 159

— more than CrS 250,000
and up to CrS 1,000,000 20%

over CrS 1,000,000 25¢%

b) the Additional Assessment on reserves
and pending or undistributed profits up
to and including the fiscal year of 1965
was raised to 4% (four per cent), ex-
cluding the Legal Reserve Fund and the
reserves of insurance companies set
aside for technical purposes. The addi-
tional assessments to which natural and
juristic persons had hitherto been liable
and those on tax deductions at source
were maintained at 15%.

From 1952 until the end of 1964, the
total revenue from these additional assess-
ments amounted to 152.3 billion cruzeiros, of
which 144.3 billion have been effectively
handed over to the Bank, while the remain-
ing 8.0 billion cruzeiros are still retained
by the National Treasury.

The recent Law No. 4506, of November
30, 1964, determined:

a) abolition, as of the year 1965, of the
Additional Assessments on Income intro-
duced by Law No. 1474/51;

b) annual assignment in the Union Budget,
from 1965 through 1975, of a grant equiv-
alent to 209 (twenty per cent) of the
estimated Income Tax returns in favor
of the BNDE, to be earmarked as re-
sources for the Economic Reequipment
Fund;




c) posting of 209 (twenty per cent) of the
Income Tax returns as deposit, and
transfer therecof from the Union tax
collectors’ offices to the Bank of Brazil,
to the account and order of the BNDE;
the exact amount to be taken over by
the Bank as manager of the Fund is to
be ascertained by proceeding to the
necessary adjustments, as soon as the
financial year has come to an end.

Compulsory Deposits — As a revision of
the estimates made shortly after the estab-
lishment, in 1951, of the Economic Reequip-
ment Fund raised some doubt as to wheth-
er it would eventually be large enough to
meet the demand for funds in Brazilian
currency to back the projects initially, action
was begun immediately to provide addition-
al resources by taking steps considered to
be feasible at the time. Thus, the provisions
introduced in Law No. 1628 of June 20, 1952,
which created the Bank, sought to strengthen
the Fund by establishing that compulsory
deposits should be made at the Bank when-
ever the Minister of Finance deemed it

necessary and under the following condi-
tions:

a) up to 4% (four per cent) of the total
amount of the deposits of Federal Sav-
ings Banks;

b) up to 25% (twenty-five per cent) of the
technical reserves which insurance and
trust companies should set up annually;

c) up to 3% (three per cent) of the annual
revenue of Social Security agencies ex-

cluding the portion assigned to the
Union.

These compulsory deposits, which would
would likewise be effective during the five-
year period from 1952 through 1956, would
be returned in full, six years after they had
been made.

Law No. 2973/56, on extending for an-
other ten years the financial provisions in
connection with the Economic Reequipment
Program, inserted the following alterations
with regard to compulsory deposits:

a) the deposits lo be made by Federal
Savings Banks and by insurance and
{rust companies may be replaced, either
wholly or in part, by direct investments
made by them, provided that such in-

vestments are 60% (sixty per cent)
greater annually than the amount of
compulsory deposits due and are subject
to an agreement not to be withdrawn
before the date on which the corre-
sponding deposits would otherwise have
been returned;

b) the quota of 3% (three per cent) to be
paid by Social Security agencies on their
annual revenue was abolished.

The recent Law No. 4430, of October 20,
1964, which altered the constitution of the
National Agricultural Insurance Company,
provided in Article 2, Paragraph 1 that
insurance and trust companies could sub-
scribe to the capital increase thereof as a
direct investment, alternative to compulsory
deposits with the BNDE.

The direct investments of insurance
companies and Federal Savings Banks are
governed by the following conditions:

a) the undertakings invested in must come
within the scope of the Plan for Re-
equipment and Development of the Na-
tional Economy as defined in the Bank's
organic legislation; and

b) the investments must be subject to the

approval, control and supervision of the
BNDE.

Between 1953 and 1964, the total amount
of the deposits made in the Bank, corre-
sponding to 25% of the increase in the re-
serves for technical purposes of insurance
and trust companies and to direct invest-
ments authorized, came to 7.3 billion cru-
zeiros.

National Investment Fund

In order to meet the increase in the
salaries of the Union's civilian and military
personnel, which would have affected the
government’s investments in the country’s
economic development program, the Federal
Government decided to introduce a new type
of compulsory loan from taxpayers to form
the National Investment Fund.

As provided for by Law No. 4242 of July
17, 1963, and according to the regulations
laid down by Decree No. 52314 of July 31
of the same year, the compulsory loan was
assessed upon the income earned by natural

1



and juristic persons to a varying degrce
according to status and income bracket, viz.:

a) natural and juristic persons liable to In-
come Tax deducted at source paid a com-
pulsory loan at the rate of 15% (fifteen
per cent) of dividends and other income
from bearer and no-par preferred stock
(awarded for services rendered) when-
ever the beneficiaries did not wish to
identify themselves, and at the rate of
109% (ten per cent) otherwise;

b) private individuals obliged by law to
make an annual declaration of their in-
come and the sum of whose net incomes
under different classes, excepting those
under Class C (earnings from employ-
ment), was equal to or more than
Cr$ 1,768,000, were liable to assess-
ments calculated on a progressive
scale; the above limit was established on
the basis of the levels of the “minimum
wage”, and was equal to CrS 885,000
until the present minimum wage came
into force in accordance with Decree No.
53578 of February 21, 1964;

¢) natural persons with income coming
under Class C (earnings from employ-
ment), provided they earned more than

CrS 147,500, were likewise assessed

on a progressive scale; before the new

levels of the “minimum wage” came into
force in February, 1964, this limit was

CrS 73,749.

The compulsory loan was to be raised
during the three years from 1963 through
1965 to be used to set up the National In-
vestment Fund (FUNAI), the administration
of which had been entrusted to the BNDE.
The objects of the National Investment Fund
were the following:

a) to encourage savings by offering bonds
which provided their holders with a
safeguard against the depreciation of
money as a result of inflation besides a
net yield related to the country’s own
economic development;

b) to channel those savings, through in-

12

vestments to be made by the National
Investment Fund, into profitable enter-
prises controlled by the Federal Union
for the purpose of strengthening the
country’s economic substructure, the
FUNAI's funds were to be invested in
the form of subscribing to the capital of

corporations controlled by the Federal
Government, either directly or through
government agencies, for the purpose
of strengthening the country’s rural and
industrial economy in the proportions of
35% (thirty-five per cent) and 65%
(sixty-five per cent) respectively.

The following participated in the Na-

tional Investment Fund:

a) the Union, through the National Treas-
ury; and

b) other juristic persons, of public or pri-
vate ownership, and natural persons
holding participating Stock in the Fund.
The capital invested by the National

Treasury in the FUNAI was to be paid up

with:

a) the funds obtained from a new compul-
sory loan levied from natural persons
paying Income Tax during the years
1963, 1964 and 1965, authorized by the
above-mentioned Law No. 4242;

b) the transfer to the Fund of shares held
by the National Treasury in joint pri-
vately and government owned corpora-
tions controlled thereby;

¢) the income of the FUNAI, posted to
Stock in the National Treasury and
capitalized annually;

d) budget appropriations in favor of the
FUNAL

The compulsory loan was to be repre-
sented by investment bonds redeemed half
way through the third and fourth years of
issue, by drawing lots for the principal plus
cumulative interest at the rate of 6% per
annum. Bondholders might at any time
choose to convert their bonds into Partici-
pating Stock in the FUNAI, which carried
the right to a share in the Fund’s annual
net earnings.

The total revenue from the compulsory
loan in question during the three years from
1963 through 1965 was expected to amount
to about 200 billion cruzeiros.

Law No. 4357, of July 16, 1964, altered
the system of collecting a compulsory loan,
reducing the assessment for the second half-
year (July through December) of 1964 and
doing away with it altogether for the finan-
cial year of 1965. The proceeds of this loan
for assignment to the FUNAI were thus only
forthcoming in the financial years of 1963



and 1964, and yielded a total of no more than
Cr$ 113 billion.

SPECIAL RESOURCES

This category of resources at the dis-
posal of the BNDE includes the funds ori-
ginating from the so-called Wheat Agree-
ments, obtained through agreements signed
between the governments of Brazil and the
United States, in accordance with U.S. Law
No. 480 which allows agricultural surpluses
to be sold to friendly nations against pay-
ment in local currency. According to these
agreements, the agricultural products pur-
chased in the United States — mainly wheat
in grain — and sold on the Brazilian market
yield a sum, part of which is loaned to the

Federal Government for investment through
the BNDE.

Up to the present, five agreements have
been signed and a total of 26.0 billion cru-
zeiros had been received by the Bank by the
end of 1964. The amount at the Bank’s dis-
posal was, however, reduced to 20.4 billion
cruzeiros when AID assigned 5.6 billion cru-
zeiros for donation to programs located in
the Northeastern Region of Brazil.

Mention should be made at this point
of the loans in foreign currency obtained
by the BNDE to be subsequentily trans-
ferred to Brazilian organizations. This sys-
tem, which was used in the Bank's early
operations, made it possible to obtain funds
for the purpose of reequipping the nation’s
harbors, purchasing large amounts of rails
for Brazilian railroads, etc.

In December 1964, the BNDE contracted
a loan with the Inter-American Development
Bank (IDB) in the amount of 27 million
dollars, the proceeds of which are to be laid
out for a program designed to expand the
production and improve the productivity of
small to medium scale industrial concerns
throughout the country. Another operation
with similar ends in view is being negotiated
with the Kreditanstalt fiir Wiederaufbau of
the Federal Republic of Germany, the sum
involved being 32 million marks (USS 8
million).

It is to be noted, furthermore, that Law
No. 4504, of November 30, 1964, set up the
Agro-Industrial Reconversion Fund and
placed it under management of the BNDE,

with the object of financing crop and stock
farming or industrial projects presented by
owners of rural holdings that have been ex-
propriated subject to compensation in Agra-
rian Debt Bonds, as provided in the Land
Statute Law. Resources are to be supplied
mainly by an allocation of 10% of the Na-
tional Agrarian Reform Fund, which in turn
is to depend very largely on budgetary
support (3% of Federal tax returns).

Finally, by Decree No. 55275 of Decem-
ber 22, 1964, the Federal Government created
a book-keeping fund, made up of entries in
the books and papers of the BNDE, with the
name of Financing Fund for the Purchase
of Industrial Machinery and Equipment
(FINAME), for the purpose of: a) financing,
for Brazilian industry, operations for the
purchase and sale of machinery and equip-
ment of Brazilian make, by granting credit
either to the buyer or the seller; b) finan-
cing projects concerned with setting up new
industrial plants to operale on a small scale;
¢} financing the expansion of small-scale
industrial plants already in operation.

The FINAME is to be backed by the
following resources: a) loans or grants from
international, domestic or foreign bodies,
including the Alliance for Progress; b) re-
sources placed at its disposal by the Bank of
Brazil and other financial agencies of the
Union and the States: ¢) resources raised
by the BNDE on the domestic and foreign
capital markets for the specific purpose
of meeting the requirements of the Fund:
d) proceeds of Fund operations (reimburse-
ment of principal, inlerest, etc.).

APPROPRIATED RESOURCES

Finally, we should mention that, as
provided for in law, resources connected
with a variety of Funds are deposited tem-
porarily in the Bank for special and spe-
cific purposes. In this case, the BNDE acts
simply as custodian of these funds and has
no say or responsibility as regards their
utilization. The resources in question are
earmarked for programs of investment in
certain basic sectors of the national economy
in the charge of other Federal agencies and
comprise the following: Federal Electrifica-
tion Fund, Merchant Marine Fund, National
Harbor Fund, Railroad Improvement Fund,
ete.
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RESOURCES, IN CRUZEIROS, RAISED BY THE BNDE
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Il — FINANCING POLICY AND ACTIVITY

SPHERE OF ACTION

The field of activity of the BNDE, in its
capacity as official investment bank endowed
with special features, is clearly defined in
its organic legislation. Thus, Law No. 1628/52,
which created the Bank for the major pur-
pose of administering the Economic Reequip-
ment Fund, provides in Article 10, item II,
that the Bank “may only grant loans or fi-
nancings for purposes of reequipment or
development, as established in Laws No.
1474 (Article 3) and No. 1518.”

The said laws specified the areas where
the funds in cruzeiros accruing from the
Additional Assessment on Income Tax or
from financing obtained abroad should be
invested in: “reequipment of harbors and
railroads, increase in the capacity of ware-
houses, meat-packing plants and slaughter-
houses, expansion of electric power potential,
and development of basic industries and
agriculture”.

Subsequently, Law No. 2973/56, which
extended for a further period the financial
provisions preciously set up, proceeded to
a better definition of the arcas of economic
activity which should be benefitted by the
Bank’s operations, listing them by priority
in accordance with their relative importance
for the country’s economic progress. This
listing, given in Article 25 of the Law, is the
following:

I — reequipment and expansion of the
railway system;

II — reequipment and expansion of harbor
installations and the system of navi-
gation;

III — consitruction and expansion of the
electric power system;

IV — installation and expansion of basic
industries;

V — construction and expansion of ware-
houses, silos, slaughterhouses and
meat-packing plants;

VI — development of agriculture, includ-
ing rural electrification through the
accessory development of small wa-
terfalls and other means; and

VII — other sectors.

Owing to the relative scarcity of availa-
ble funds, the Bank to date has only ap-
proved projects pertaining to the areas of
economic activity covered by items I to V.
On the other hand, the Bank’s cooperation,
whatever form it may take, may only be
provided for investments in the fixed assets
comprised within' the sectors aforesaid, so
that operations for the purpose of establish~
ing or increasing working capital are not
permitted.

With regard to the Funds recently set
up and placed under the management of the
BNDE, their purpose is defined in the legal
provisions whereby they were created.

In the case of the National Investment
Fund (FUNAI), Law No. 4242/63 establishes
that the investment of available resources
should be made with the object of reinforc-
ing the rural and industrial economy of the
country, in the proportion of 35% (thirty-
five per cent) and 65% (sixty-five per cent)
respectively.

The Agro-Industrial Reconversion Fund
(Law No. 4504/64) is to be used for fi-
nancing crop and stock farming or industrial
projects presented by owners of real estate
that have been expropriated with compen-
sation in Agrarian Debt Bonds, so long as
they meet the technical and economic re-
quirements laid down by the BNDE and
come within the priority ratings determined
by the Minister Extraordinary for Economic
Planning and Coordination. In all, financing
is never to be granted for a greater amount
than 509, (fifty per cent) of the value of the
Agrarian Debt Bonds issued in settlement
of the price of expropriation. In turn, the
charges connected with financing (amorti-
zation, interest, etc.) are to be paid with the
Agrarian Debt Bonds received.

As to the Financing Fund for the Pur-
chase of Industrial Machinary and Equip-
ment (FINAME), Decree No. 55275/64 ex-
plains that the resources thereof are to be
employed in: a) financing, in support of
industry, operations concerned with the
purchase and sale of machinery and equip-
ment of Brazilian make, through credit
granted either to the buyer or the seller;
b) financing projects for setting up and ex-
panding small-scale industrial plants.



Finally, mention should be made of the
creation of a Technical and Scientific De-
velopment Fund in the BNDE in 1964. The
Fund, which is supported by the Bank itself,
is intended to defray the expense entailed
in maintaining post-graduate courses for
turning out Masters of Science and Doctors
of Science in the fields of Physics, Chemis-
try and Chemical Engineering, Metallurgical
Engineering, Mechanical Engineering and
Electrical Engineering, as well as promoting
technical and scientific rescarch of interest
to the industrial sector.

1t should also be mentioned that Article
34 of Law No. 2973/56 made it mandatory
for the Bank to contribute towards the
correction of imbalances in the country’s
regional development. Thus, it established
that 25% (twenty-five per cent) of the funds
obtained from the Additional Income Tax
Assessment should be invested on a priority
basis in projects located or to be located
in the West Central, Northern and North-
eastern Regions, including the States of
Sergipe, Bahia and Espirito Santo.

Finally, it should be pointed out that the
Bank provides financial cooperation without
preference, both to government agencies and
to private enterprise, as well as subscribing
shares in wholly government-owned or
wholly private-owned companies. The same
principle as regards nationality applies to
the credit operations of the BNDE, which
are granted as readily to foreign concerns or
those in which foreign capital is invested as
they are to Brazilian undertakings. However,
it should be mentioned that the National
Congress recently passed Law No. 4131, of
September 3, 1962, which, besides other
provisions concerning foreign investment in
this country, restricted the collaboration of
official credit establishments with companies
under control of residents abroad, wheth-
er in the form of loans, or else of guar-
antees covering credits obtained abroad, to
those cases in which the credit operation is
related to highly essential projects and with
the government’s prior approval in the form

of a Decree.

PRIORITY CRITERIA

The projects submitted for the Bank's
consideration are selected according to cri-
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teria of generic or specific priority as de-
fined by the Bank.

Generic Priority — The clements con-
sidered by the Bank with regard to the ge-
neric priority of the projects that come up
for examination are the following:

a) shortage of domestic supply to meet the
current and future demand, foreseeable
in the light of the development of the
country;

b) effects on the balances of payments;

¢) difficulties in raising funds for the proj-
ect submitted to the Bank, due either
to the relatively low profitability of the
sector, or the long period of maturity
required for the investments;

d) utilization of available local factors or
production (raw materials, labor, etc.);

e) effects which the programed investments
might have on other areas of the coun-
try’s economy,

Specific Priority — The specific priority
of each project is based upon the following:

a) extent to which the undertaking is likely
to meet the demands of the domestic
market, both present and future;

b) amount of financial aid required from
the government, considering mainly the
interest shown by private enterprise in
the sector in question;

¢) size of the undertaking {rom the point
of view of the scale on which it would
be economically worth while;

d) technological features of the project;
e) location of the undertaking.

As mentioned before, the BNDE is re-
quired by law to invest, on a priority basis,
259, of the funds obtained from the under-
developed areas of the country: the West
Central, Northern and Northeastern Regions
and the States of Sergipe, Bahia and Espirito
Santo .

FORMS OF FINANCIAL COOPERATION

When coming to the financial support of
projects conducive to the development of the
Brazilian economy, the BNDE has a choice
of various means of operation, either in na-
tional or in foreign currency.



Operations In Brazilian Currency

The types of operations in Brazilian
currency employed by the Bank up to now,
sometimes combined in the form of a single
operation, may be resumed as follows:

a) reimbursable loan of the conventional
type;
b) conventional loan, transformable at the

option of the Bank into stock in the
company;

c) subscription of shares, normally pre-
ferred stock with the right to a mini-
mum cumulative dividend. In general,
the Bank, when a stockholder, reserves
the right, as set forth in its Statutes, to
appoint one member of the Board of
Directors and one member of the Audit
Council of the company in which it in-
vests;

d) underwriting operations;

e) direct investments made by insurance
and trust companies in projects ap-
proved by the Bank to take the place of
the compulsory deposit of 259% (twenty-
five per cent) of the annual increase in
their reserves for technical purposes;

f) deposits for development, made at offi-
cial credit establishments engaged in
carrying out Federal, state or regional
programs of economic development, with
the object of increasing their capacity to
invest in the underlying sectors of the
country’s economy. This special form of
collaboration is authorized by Article 33
of Law No. 2973/56 and has been put
into practice in the Northeastern Re-
gion, by agreement entered into with the
Banco do Nordeste do Brasil S. A;

g) financing of the purchase and sale of
capital goods manufactured in the coun-
try, in accordance with SUMOC Instruc-
tion No. 2186, of September 25, 1961, reg-
ulated by Resolution No. 88/62 of the
Administrative Council of the Bank;

h) short and medium term loans granted to
contractors of borrowers from the Bank
for the purpose of facilitating the per-
formance of work, in connection with
approved projects, to or, if possible,
ahead of schedule;

1) passing resources on to regional or state
development banks for investment in

projects previously approved by the

BNDE.

As regards the Technical and Scientific
Development Fund, at the Bank’s discretion
its capital can be invested in the form of
bailment by commodatum, subvention, re-
payable loan and subscription of shares.

The resources of the National Investment
Fund (FUNAI) are invested, however, in the
form of capital subscribed in undertakings
controlled by the Federal Government, di-
rectly or through its agencies, as provided
in Law No. 4242/63.

In connection with the Financing Fund
for the Purchase of Industrial Machinery
and Equipment (FINAME), it should be
pointed out that the investment of its re-
sources is coordinated by a Board, of which
the President of the Bank is chairman, one
of the members being a Director of the Bank
and the others representatives of regional or
state development banks, commercial banks
and financing companies. The financial
agents of the FINAME are: the BNDE, as
chief executive to manage the activities of
the Fund; the regional and state development
banks; commercial banks, including the Bank
of Brazil; and financing companies. The
operations of the FINAME are carried out:

a) through the BNDE, in the case of refi-
nancing credit contracts entered into by the
financial agents with applicant industrial
concerns;

b) through the financial agents, when it is a
question of loan transactions and financing
for the sale and purchase of machinery and
equipment; and ¢) through the BNDE, the
regional and state development banks, and
the Agricultural and Industrial Credit De-
partment (CREAI) of the Bank of Brazil,
when the operations are concerned with in-
dustrial financing in connection with the
installation, expansion or modernization of
small-scale industrial undertakings.

All of these forms of financial coopera-
tion have been practiced by the Bank, but it
should be stressed that resources have been
increasingly applied to the subscription of
stock as a result mainly of investments in
basic industry, particularly in iron and steel
making.

It should be pointed out that the Bank
has not set a maximum or minimum limit
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to its financial cooperation. The fundamental
condition for financing to be granted is that
the project should fall into one of the basic
arcas defined by the organic legislation of
the Bank and have a priority rating high
enough to qualify for assistance.

Finally, it should be mentioned that the
Bank is authorized by law to finance up to
60% (sizty per cent) of the fixed investment
required for the fulfillment of certain proj-
ects. In exceptional cases, this limit may
be exceeded, provided that the Administra-
tive Council of the Bank should decide to
do so by a two-thirds majority vote of its
members.

Operations In Foreign Currency

The Bank is authorized to take part in
operations in foreign currency in two main
ways:

a) by furnishing a guarantee (aval), in its
own name or in the name of the Na-
tional Treasury as its agent, for credits
obtained by Brazilian organizations from
foreign firms supplying equipment or
from international or foreign credit es-
tablishments; and

b) by transferring credits in foreign curren-
¢y, obtained abroad by its own efforts,
to Brazilian organizations.

In all contracts involving commitments
in foreign currency, the BNDE has a clause
inserted to the effect that the beneficiary of
the operation must assume full liability for
any alterations that may ensue in the rate
of exchange.

GUARANTEE FOR CREDIT OPERATIONS

The type of guarantee which is normally
required by the Bank for operations in
which companies issuing shares are to be
financed, is a mortgage of all of the com-
pany’s property, including land, buildings,
equipment and installations. A guarantee is
considered satisfactory when the ratio of the
property, offered as security, to the amount
of the loan is equal to or more than 1.66 :
1.00. Under certain circumstances, the Bank
requires suhsidiary guarantees, usually in
the form of personal guarantees from the
main stockholders of the company or bank
guarantees.
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Instead of taking a mortgage, the BNDE
generally arranges for part of the public
revenues to be assigned to the amortization
of the operation when financing is granted to
Government Agencies, whose property can-
not be morigaged, or credit is allowed 1o
concerns under state control, which yield
very little profit or none atl all, as has
occurred in the case of chains of warehouses
and silos managed by stale authorities.

TERMS OF OPERATIONS

Generally speaking, with regard to the
terms granted in the case of financing op-
erations, the BNDE has adopted the fol-
lowing policy:

Terms for the repayment of a loan have
always been longer than five (5) years and
ranged up to a maximum of fifteen (15)
years. The longer terms, from ten (10) to
fifteen (15) years, have been available to
public services—such as electric power,
railroads, silos and warchouses—on account
of the low or restricted profits characteristic
of such enterprises, whereas industrial ven-
tures, which rate a higher capacity to meet
engagements, can be expected lo effect the
amortization of loans on shorter terms. It
should be noted, however, that since all the
latter undertakings have been connected
with heavy industry, consequently taking
longer to set up, and require, in general, a
high capital density, loans have never been
granted for a term of less than seven (7)
years, which breaks down as follows:

a) installation — the smaller-scale indus-
trial projects financed by the Bank take
at least twenty-four (24) months to
carry through to completion;

b) period of grace — this is the period last-
ing from the completion of the project
to the due date of the first payment for
amortization of the financing and it va-
ries according to the time required for
adjusting and normalizing the opera-
tions of the industrial set-up, which may
be expected to cover a length of time of
at least twelve (12) months;

¢) amortizations period — this varies ac-
cording to the profitability of the project
and the capacity to meet engagements.
The minimum period granted has been
forty-eight (48) months.



In the case of operalions in foreign
currency, due dates for repayment are es-
tablished in the original contracts signed
abroad between the parties.

INTEREST AND RATES CHARGED
ON OPERATIONS

Brazilian law forbids interest rates
higher than 129% (twelve per cent) per
annum to be charged on loans.

During ils first years of operation, the
BNDE favored the substructural areas of
the economy—harbor and railroad system
and electric power services—with interest
rates well below the maximum permitted by
law, ranging hetween seven (7) and eight
(8) per cent,

On loans to basic industries a higher
rale of interest was charged, between ten
(10) and ecleven (11) per cent, although the
limit of twelve (12) per cent was charged
in certain cases.

However, since at this time loans were
strongly concentrated in railway transporta-
tion and electric power, the average rate of
interest charged by the Bank was probably
around eight (8) per cent.

In view of the increasing severity of the
inflationary spiral, however, the Bank now
invariably charges the maximum rate of 12
per cent permitted by law in the case of all
projects it finances., Recent studies on the
actuarial position of the BNDE show that
the minimum yield required of investments
in order to maintain financial balance would
amount to 19 per cent per annum.

This may be achieved by charging higher
rates and commissions, as well as through
the adoption of formulas for adjusting the

original value of the loans. For this purpose,
the BNDE has recently adopted the system
of setting up a “participation fund” or “spe-
cial account” and charging rates on the prof-
its of borrowers, as authorized by Article
16 of Law No. 2973/56.

The following are the rates normally
charged by the Bank:

a) Opening commission — collected at the
rate of 19, (one per cent) of the amount
of credit granted;

b) Supervision charge — collected at the
rate of 0.59 during the grace period and
0.259% during the amortization period
of the loans.

The Opening Commission is paid imme-
diately, when the credit is opened. The Su-
pervision Charge and the amortizations are
paid half-yearly.

In the case of guarantees for credits ob-
tained abroad, besides supervision charges
identical to those charged for operations in
Brazilian currency—0.5% during the grace
period and 0.25% during the amortization
period—the Bank also charges a commission
for providing the guarantee at a rate of 29
(two per cent) of the amount of the opera-
tion. At least 20 (twenty) days before each
payment falls due, the beneficiary of the
guarantiee is bound by contract to deposit
the corresponding amount in cruzeiros with
the BNDE, this deposit being credited to a
special account but not bearing interest.

It should also be mentioned that, in all
contracts involving engagements in foreign
currency, the Bank includes a clause which
transfers to the beneficiary of the operation
the responsibility for any changes that may
ensue in the rate of exchange.

IV — ORGANIZATION AND MANAGEMENT

INTRODUCTION

The purpose and powers assigned the
BNDE when it was set up made it necessary
to devise and put into effect a suitable sys-
fem of organization to ensure maximum
efficiency in the performance of its functions.

The resulting structure, to some extent
unlike any other in the administrative com-
plex of the country, was imposed for the
very reason that the Establishment was to

be the only investment bank to operate on
a nationwide basic and aim, within the limits
of its financial resources, at furthering the
advancement of all the dynamic and strate-
gic sectors of the national economy.

The dynamism reached by the Brazilian
economy in the last ten years, mostly due to
the financial backing of the Bank, demanded
the introduction into its internal organi-
zation, of certain modifications to enable the
Bank to keep pace with and influence the
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country’s development by cxpanding its own
field of activities.

Grasping the full significance of the fact,
the Bank has recently embarked on sub-
stantial changes in its organization with pos-
itive results that are now beginning to make
themselves felt, in the form of greater flexi-
bility and ircedom of action.

Organized on a departmental basis, the
Bank is managed by two top administrative
bodies, viz: the Board of Directors and the
Administrative Council, as provided in its
basic Law (Law No. 1628, of 6/20/52). In the
following pages the structures and functions
of cach organ of the Institution will be ex-
plained.

TOP ADMINISTRATION

The composition of the Board of Di-
rectors and Administrative Council, the way
their members are appoinied and the type
of investiture, are all provided for in Law
No. 1628/52, previously referred to, as
amended by Law No. 2973/56.

All such members, freely appointed by
the President of the Republic, mast be re-
cruited from among citizens of recognized
moral standing and proven competence.

The Board of Directlors, is composed of
six members, namely: the President of the
Bank, who may be replaced at will; the Di-
rector-Superintendent holding office for five
years, and four Directors with a four-year
term.

The Board of Directors, besides per-
forming the duties and exercising the power
granted by law and/or by the Bank’s internal
regulations must, on principal, give its opi-
nion on operations in which the liability of
a single client amounts to a sum higher than
CrS 5 million, without exceeding CrS 50
million,

Today, this function, of course, no longer
fulfils the purpose intended of sharing with
the Administrative Council the responsibility
for evaluating applications for financial aid.
Few indeed are the projects submitted to the
Bank today which lie within the 5/50 million

bracket, since the cost of projects of reason-
able scope which merit the financial coop-
eration of the BNDE has been forced up by
inflation so that substantially higher invest-
ments must be forthcoming. Thus almost all
of the applications for financial aid have now
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come to depend upon the Administrative
Council for approval and throw too great a
burden upon this body.

On the other hand, every matter con-
cerning the executive management of the
Bank must be resolved by the Board of Di-
rectors after consultation with the Adminis-
trative Council in unforeseen cases; besides,
once the Bank’s technical bodies have de-
cided upon the operations to be carried out,
the corresponding contracts must be drawn
up to the approval and by decision of the
Board of Directors.

Decisions are usually put to the vote
and those acts which involve commitments
or responsibilities for the Bank are, sys-
tematically, signed by two members of the
Board of Directors.

The Administrative Council is composed
of 6 members, one-third renewed every
year, and the President of the Bank, who is
Chairman of the Council.

The decisions of the Administrative
Council are likewise taken by majority vote,
with a quorum of 4 members.

The Administrative Council is in charge
of various matters of the utmost importance.
Among other duties, it is up to the Ad-
ministrative Council to make decisions on
questions pertaining to the Bank’s Internal
Regulations, to appraise balances and trial
balances of assets, liabilities and proprie-
torship accounts, examine the annual finan-
cial statement of the Bank, frame the policy
to be followed by the Board of Directors,
and pass on applications from its members
and those of the Board of Directors for va-
cations and leave of absence, the creation or
extinction of positions, etc. The Administra-
tive Council has charge, in short, of every-
thing that concerns the Bank’s ultimate ends.

Hence, the Administrative Council is
expected to be fully acquainted with, and
entitled to lay down, the general policy to be
followed in pursuing the operations of the
Bank, establishing and revising legal interest
rates applicable thereto, and those granted
to its depositors, as well as any commissions
or other form of payment required by the
Bank. Any decision regarding operations in
which the liability of a single client is higher
than CrS 50 million, also comes under its
authority, which covers, as has been al-
ready said, almost all of the operations
approved by the Bank nowadays. Finally, it



should be pointed out that the Investment
and Cost Budgets of the Bank which, in a
certain way, represeni the policy through
which the Bank intends to distribute its
funds in accordance with conditioning factors
of a social and economic nature, require the
prior approval of the Administrative Council.

President and Director-Superintendent
— Within the cadre of the summit adminis-
tration described, an outstanding role is re-
served for two of its members, viz.: the
President and the Director-Superintendent,
whose rights and duties are duly established
by law and spelled out in the Internal Reg-
gulations of the BNDE. These Regulations
are approved by the Minister of Finance.

President — He is the representive of
the Bank in its contacts with third parties,
being, among other things, empowered to
call special sessions, both of the Board of
Directors and of the Administrative Council;
to preside over the joint meetings of both
the Board of Directors and the Adminis-
trative Council; to veto decisions taken by
the Board, submitting his veto to the Ad-
ministrative Council; to send, on or before
January 31 of each year, the general
accounts of the Bank and the Administrators
to the Federal Audit Office for them to be
examined together with the accounts of the
President of the Republic and subsequently
forwarded to the National Congress.

The President may, whenever he deems
it necessary, refer to the Finance Minister
with a suggestion of any measures that may
be indispensable for the economic reequip-
ment of the country or the development of
the Bank’s activities.

Every year, the President of the Bank
must furnish the Finance Minister with a
detailed report to be submitted to the Leg-
islature by the President of the Republie
and dealing with the program of economic
development financed by the Bank, with
special attention to the projects financed and
the progress made in carrying them out.

Director-Superiniendent — He repre-
sents the executive power of the Bank and
heads a large staff of which he is the co-
ordinator.

The Director - Superintendent, besides
taking the place of the President in the case
of his absence or incapacity, is entitled to
issue and accept legal documents; appoint,
discharge, dismiss, remove or punish em-

ployees of any rank; propose to the Council
the abolishment or creation of posts and
functions, establishing compensation levels
for them; coordinate the work of different
sectors of the Bank and see that decisions
taken by the top Administration are duly
carried out.

In directing and managing the Bank's
affairs, he is authorized to decide on opera-
tions where the liability of a single client is
no higher than Cr$ 5 million. Seldom, how-
ever, does the opportunity arise of making
use of this prerogative for, as has been seen,
most applications to the Bank for financial
backing involve sums well in excess of this
figure. When however an application is filed
for so low an amount the venture is not
liable to be considered suitable for financing
and thus is promptly ruled off the list of
projects deserving attention.

INTERNAL ORGANIZATION

The main internal sectors of the Bank,
each with specific functions and performing
an important role were so divised that the
work could be carried out along the lines
suggested by the best modern technique and
with maximum efficiency.

As mentioned before, the requirements
for promoting the growth of the Brazilian
economy and the extent to which they were
being successfully met exerted enormous
pressure upon the internal organization of
the Bank to the point when it became evi-
dent that the various services stood in ur-
gent need of overall reconstruction if the
Institution as a whole was to acquire the
desired quantum of flexibility and uncon-
straint.

A realization of this fact led to reorgan-
ization of the BNDE into the seven Depart-
ments described as they are today, in the
following pages:

a) — Administrative Department

The functions of the Administrative De-
partment that should be stressed as being of
major importance may be summed up as:
the study, planning, proposal and perform-
ance of all acts relating to personnel man-
agement; the study, planning, proposal and
enforcement of all measures calculated to
improve the organization of the Bank, with
a view to a higher level of economy and
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working efficiency; the preparation of the

draft Budget of Costs of the Bank, ete.

Since the changes made in its organiza-
tion, the Administrative Department can
now split up the work involved in perform-
ing these and other functions among four
Divisions, viz: Personnel Division, Malerial
and Property Division, General Services Di-
vision and Budget and Organization Division.

Each Division, with its duties clearly
defined, is organized into the following sub-
divisions:

— Personnel Division (Administrative Sec-
tor; Social Assistance Group; Selection
and Training Sector; Personnel Move-
ment and Records Secction; Financial
Scetion);

— Material and Property Division (Material
Scctor; Real Property Administration
Sector: Janitorial Group; Works and

- Installations Sector; Vehicle Section);

-— General Services Division (Communica-
tion and Files Sector; Registration and
Control Group; Filing Group; Translation
and Drafting Sector; Library; Document
Duplication Section; Typist Pool);

— OQOrganization and Budget Division (Or-
ganization and Methods Sector; Budget
Scction);

There is, morcover, under each Head
of Department, a General Assistant, who
replaces him whenever neccssary, and a
Secretary.

b) Preoject Management and Investment
Control Department

This unit, as implied by its name, con-
trols such undertakings as are financially
supported by the Bank.

The control is far-reaching, both hori-
zontally and vertically, and is nol confined
1o the project as such and the investments
therein, but extends to the operational sys-
tem of the bencficiary company so as to keep
in close touch with the way in which the
work is being carried out.

Thus, this Department must always have
the necessary means of accurately determin-
ing the technical, financial. economic and

administrative situation of work in progress
and the borrowers responsible for the proj-
ect.

In discharging its functions the Control
Department now relies upon eight Divisions,
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of which five are technical and three finan-

cial, viz.:

— Mechanical Industries and Transportia-
tion Division;

— Electric Power Division;

— Metallurgical Industries Division;

— Crop and Livestock Farm Industries
Division;

— Chemical Industries Division;

— Audit Division A;

— Audit Division B;

— Records and Charges Division.

Technical Control aims at insuring the
Bank that the approved project will be
carried out as proposed, i. e. according o
schedule, estimates und specifications. To
this effect, immediately after signature of
the contract, the Department requires the
borrower to submit a set of documents which
include the working project, performance
schedules and time charts, specifications, etc.
The Department also sets the limits within
which the contractling of services and/or
purchases of materials should be submitted
to its prior or a posteriori appraisal.

When the aforecsaid documents have
been thoroughly checked by the Department,
a start is made with the practical work of
supervision and control, involving visits of
inspection to the site or sites to insure that
the project is being carried out in accordance
with the approved conditions. In the course
of these visits, notes are made of the material
progress of the work, the efficiency or ineffi-
ciency of the working methods and processes,
and the accurancy with which the time
schedule is maintained. Prices paid for ma-
terials, equipment and services are carefully
checked for purposes of recording and
accounting for any discrepancy that may be
noted between actual and estimated costs.

A detailed inspection report provides the
Administration of the Bank with the neces-
sary information along with recommenda-
tions as to the measures to he taken for in-
suring that, technically, the project is prop-
erly conducted.

Financial Control — The correct utili-
zation of credits granted is supervised by
this Department which also follows closely
the financial activities of the borrower by
analysing and verifying the accounts so as
to keep the Bank well informed about the
company’s situation.



To this effect, the borrower is required
to submit to this Department financial and
disbursement schedules, trial balances, gen-
eral balance and profit and loss accounts.
This Department also audits the Companies’
accounts to ascertain whether all entries are
correctly made and posted, to check the
accuracy and reliability of disbursement
vouchers, and generally to determine the
financial situation of the borrower by refer-
ence to suitable technical indices. This con-
{rol also covers the use to which the bor-
rowers put their own resources so as to
ascertain whether a fair share of the ex-
penditure is being shouldered to the extent
which is usually required contractually and
whether the outlay involved is being put to
good purpose.

Registration of obligations in foreign
currency, strict observance of insurance for
properties mortgaged and/or pledged to the
Bank, suitable appropriation of project ex-
penses by main items and due fulfilment of
all contractual engagements are also points
that need to be checked by the Financial
Control Department, which is, furthermore,
concerned with verifying the Bank's credits
as a result of the borrower's financial
success.

Admninisirative Control is carried out by
keeping in touch with the administrative acts
of the companies, analysing and approving
them when justified in so doing. The bor-
rower’s organization and working methods
are thoroughly examined during inspections.
Judgment and experience are required of
Administrative Control offlicers, as well as
carefully conducted research within the
company, to establish clearly any short-
coming cventlually found, suggest needful
corrections and improve the operational ca-
pacity and the productivity level.

Administrative control also covers exam-
nation of changes in Management, capital
increases and other modifications in the by-
laws of Bank-financed companies.

Control of Results — Since Bank-fi-
nanced projects aim at specific objectives of
major importance to the national economy, it
is essential to keep a close check on results
so that the scope and purpose of each under-
taking may be accurately estimated from the
point of view of quantity, quality and value.

To this end, output and invoicing are
recorded and the data so obtained analysed

and compared with those previously estab-
lished in the approved project.

Personnel and Working Methods — En-
gineers, auditors, accounting experts and
assistants, all assist the Project Management
and Investment Control Department in the
performance of its supervisory functions.

The Engineers are responsible for the
technical and budgetary aspects of the
project. They have to inspect the work,
see how it is being done and make out 2
progress report; appraise time schedules and
charts; examine and express an opinion
upon: invitations for bids and competitive
estimates, applications for releasing credits
and/or expanding them, advisability of
granting advances, quality and fitness of
materials, adequacy of specifications for
carrying out the project, ete.

The Audifors are in charge of the finan-
cial and administrative control of borrowers.
They must, thcrefore, carry out auditing
inspections, examine trial balances, account-
ing balances, profit and loss statements, and
supervise the administrative organization of
the company. They must, moreover, express
their opinion about such matters as requests
for the release and/or reinforcement of cred-
dits and advance payments, financial sche-
ules and disbursement plans. The utiliza-
tion of funds is also checked by the auditors
so as to ensure proper use of the aid pro-
vided by the Bank.

The Working Mecthods of the Depart-
ment, as elsewhere in the Bank, are based
on the established principal of team work.
Thus, whenever the matter under consider-
ation requires technical or financial infor-
mation with regard to releasing of credits,
analysis of schedules, inspection reports,
hudget and disbursement plan revisions, etc.,
a working group composed of engineers and
anditors is immediately set up. This group is
coordinated by the Head of the Technical
Division responsible for the project.

Another rule of practice worth mention-
ing is the standardization, whenever possi-
ble, of the channels through which informa-
tion and reports flow so as to secure uni-
formity in the work of the Department
along with greater speed and accuracy in
getling results.

Still within the field of action of the
Project Management and Investment Control
Department, mention should be made of
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loan requests made by borrowers’ contractors
and suppliers. This is a short term credit
operation governed by Decision No. 38/57 of
the Administrative Council, for the purpose
of making it possible for the building con-
tractors or suppliers of the Bank’s borrowers,
to fulfill their contractual engagements more
rapidly. In such cases, the Department, in
its capacily as coordinator of the interde-
partmental working group, examines the
applicantl’s request in the light of past ex-
perience obtained through a continuous
observance of the work to which the request
is related.

c) — Economic Depariment

In the early years of the Bank's opera-
tions, the Economic Department devoted
itself mainly to two kinds of activities:
1) sharing actively, from the economic viw-
point, in the examination of the projects
on which applications to the Bank for finan-
cial cooperation are based; and 2) conducting
studies and research with a strictly econo-
mic slant that was likely to prove useful to
the BNDE in framing its investment policy
Early in 1958, when the Project Department
was created as an autonomous body with
clearly established objectives—as a result of
the merger of the former Technical Depart-
ment and those Sectors of the Economic De-
partment engaged in project analysis—the
Economic Department was set free to op-
erate along lines that were more consistent
with its true aims and objects.

The development of the Bank's activi-
ties and the growth of the Brazilian economy
itself brought about the need for a change
in the organizational structurc of the Eco-
nomic Department so as to enlarge its
sphere of action, the better to fit it to per-
form the work assigned to it. In the middle
of 1963, a new structure for this Department
was approved by the Administration of the
Bank.

In order to carry out studies and assist
other Departments and the Top Administra-
tion of the Bank, the Economic Department
has four Divisions: Scctorial Studies Divi-
sion; Regional Studies Division; Program-
ing Division; and Statistical and Actuarial
Division. To the Head of the Economic De-
partment are attached an Economic Adviser,
Technical Adviser, Documentation Sector

and Secretary’'s Office. Finally, and when-
ever deemed advisable, Technical Consult-
ants are hired by the Bank to assist the De-
partment in pursuing specific lines of inves-
tigation.

The Sectorial Studies Division is com-
posed of the following sectors: Metallurgical
Industries; Capital Goods Industries; Chem-
ical Industries; Studies on Basic Services;
and Industrial Technology. This Division
aims mainly at periodically revising the
priority and eligibility criteria used in the
Bank; bringing out monographs on bhasic
sectors and branches of the national econo-
my within the field of activity of the Bank;
working out or participating in the working
out of specific investment projects for the
Bank; organizing specialized documentation
on industrial technology and planning re-
search to be undertaken by the Bank in this
particular domain.

The Regional Studies Division includes
the Analysis, Research and Survey, and
Program Coordination Sectors. Its main ob-
jectives may be summarized as follows: to
carry out studies and research on geo-eco-
nomic regions; to analyse the results of re-
gional, federal or stale economic development
plans; to examine opportunities offered by
specific projects for the expansion of the
Bank’s activities in less developed areas, etc.

The Programing Division is composed of
the following sectors: General Programing
and Macro-Studies; Budget and Investment;
Fiscal and Monetary Studies. Studies con-
cerning the progress and characteristics of
the development process of the country's
ecconomy are carried out by this Division,
which also handles, in cooperation with other
entities and the remaining Divisions of the
Department, the organization of indices to
show the evolution of basic sectors and of
structural changes in the Brazilian economy;
macro-studies necessary to general and sec-
torial programing activities; the study and
prospects of the monetary and exchange sit-
uation of the country; the preparation and
control of the Investment Budget of the
Bank; norms and methods for the improve-
ment of the estimating and control system
of that Budget; the study of bills introduced
in the National Congress and their passage
through the various stages in both houses:
ete.

Actuarial studies concerned with the
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Bank’s situation: the working out, with
other Divisions, of suggestions for increasing
the Bank’s funds: examination of the trends
of the national capital market; statistical
analysis and surveys, etc, are aclivities
carried out by the Statistical and Actuarial
Division, which is composed of the following
sectors: Financial and Actuarial Studies;
Econometric Analysis, and Statistical Anal-
ysis and Survey,

Finally, it should be mentioned that the
organization and maintenance of the eco-
nomic documents of interest to this Depart-
ment, as well as coordination of the pub-
lishing output of the Economic Department,
including the standardization, publication
and distribution of documents, are carried
out by the Documentation Sector.

d) — Financial Department

This is an executive body whose office
it is to carry out the banking operations duly
approved by the authorities of the Bank, in
accordance with the legal provisions applic-
able thereto.

The volume of work assigned to it, as a
result of the expansion of the Bank's activ-
ities, has led to the need for providing it
with an adequate structure.

A General Assistant, the Documents and
Office Sector, the Confidential Enquiries
Sector and the Secretary’s Office are now
attached to the Office of the Head of the
Department, the structure of which is com-
pleted by four Divisions: Accounting; In-
vestment in Stocks and Shares; Processing
of Payments and Collections; Seccurities and
Treasury.

The Accounting Division is composed of
the Classification, Records, Revision and
Analysis Sectors. The Investment Division
has two Sectors: Control of Transferable
Securities and Control of Capital Investment.
Three Sectors, dealing respectively with Na-
tional Currency Payments, Foreign Currency
Payments, and Collection, come under the
Payment and Collection Division. Finally, the
Treasury Division is made up of the follow-
ing sectors: Cashier's Office; Documentary
Evidence; and Securities.

e) — Legal Department

As in the case of the other Departments,
the functions of the Legal Department are
defined in the Internal Regulations of the
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Bank and explained in Instructions issued
by top management, but the wide scope, not
to say diversity, of those functions makes
it hard to summarize the activities involved.

Amongst other things, the Department is
responsible for examining from a legal angle
the various operations involving the financial
cooperation of the Bank, their legal setting
for instance, the credit capacity of the appli-
cant, and the sccurity offered, and proposing
the terms and conditions to be binding on
the transaction; furthermore, it is entrusted
with the drafting of contracts, the examina-
tion of all documents pertinent thereto, and
seeing that the contractual engagements are
faithfully carried out.

It is, moreover, the responsibility of the
Department: to recommend new forms of
operations; lo study legislation of interest to
the Bank, as well as to follow development
with regard to the drafts of laws and to
suggest new and administrative measures;
to defend the interests of the Bank in and
out of Court; to provide legal aid to the
Bank’s administrative units; and to perform
any other services of a legal nature that
may be required.

In short, the Legal Department, as in-
terpreter of the law, takes part in all those
acts which involve, whether immediately or
not, the creation, modification or extinctlion
of rights and obligations for the Bank, and
also proposes action with the object of im-
proving or altering existing legislation within
the limits of its activity.

Its present structure includes, besides
the Head of the Department, a General
-Assistant, who is his substitute, as well as
a Secretary and an Office Supervisor.

The Legal Department’s work is appor-
tioned among the following:

— Operations and Legal Aid Division, which
is composed of a Study and Legal Aid
Sector; Projects Legal Sector I; Projects
Legal Sector II; and Projects Legal
Sector III;

— Contracts Division, which is composed
of the Internal Financing Sector; the
Foreign Guarantees and Loans Sector:
the Contract Interpretation Scctor; and
the Legal Control and Operations Sector:

— Legal Disputes Division.

Among the multiplicity of functions
assigned to the Legal Sector, the most im-
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portant is the analysis of applications for
financial aid submitted to the Bank and the
subsequent drafting of the contracts and
supervision of their fulfilment.

Indeced, the structure of the Department
as outlined above is designed mainly to fa-
cilitate this work. Thus the reports on inves-
tigations pursued by the Operations and Legal
Aid Division and by the Contracts Division
are passed up to the Management, in the
persons of the Department Head and his
General Assistant.

Whenever an application for financial
aid reveals, at least apparently, conditions
which make it eligible for aid from the
Bank, a Working Group is organized to
consider il. The typical Working Group con-
sists of an engineer and an economist from
the Projects Department, and a lawyer cho-
sen, according to the nature of the appli-
cant’s business, from one of the sectors of
the Operations and Legal Aid Division. In
his report, the representative of the Legal
Department is expected to express, under
separate hcadings his considered opinion
upon: a) the Applicant; b) the Application;
c¢) the Guarantees Offered; d) the Condi-
tions of the Operation.

The report on the Applicant should deal
with the following main points: 1) the legal
standing of the enterprise, i.e. whether the
requirements for its establishment and op-
eration as a juristic person have been ful-
(illed, according to the legal form of the
concern and the type of business it transacts;
2) its capital and shareholders, if a joint
stock company; 3) the administration of the
concern, through the examination of the
Company by-laws or partnership contract,
the responsibilities of the administrators, etc.

When the applicant is a government
corporation or agency, similar features to
those listed are examined, mutatis mutandis.

Under the heading of Application, the
main object is to verify whether the opera-
tion can legally be included among the activ-
ities of the Bank and the extent to which the
latter is requested to share financially in the
project, the appropriate administrative unit
in the Bank for considering the application
and, whenever this be the case, the contracts
signed by the applicant for the purchase
and/or installation of imported equipment.

Under the heading of Guarantees Of-

fered, special attention is devoted to the
manner whereby the Bank would be repaid
in the event of failure of the undertaking.
The Bank generally requires, as security for
fulfilment to the contracts it enters into, real
guarantees (mortgages, liens upon merchan-
dise or industrial plant and equipment col-
lateral stock, etc.) or fidejussory guarantees
(guarantors, guarantee deposits, segregation
of funds in special reserves for payment,
etc.), care being taken to choose the type
of guarantee best suited to the kind of
operation.

Finally, a draft is made of the Conditions
under which the Bank should accept the
application in the event that the Working
Group decides in its favor. There exist more
or less standard conditions according to the
nature of the applicant’s business, while
others, specific to each operation, emerge
from a study of the project, ultimately estab-
lishing a basis for acceptance of the applica-
tion.

After being brought to the notice of the
Heads of the Legal Department and the
Heads of the appropriate Division, some-
times being amended in the process, the
Working Group’s report is finally submitted
for decision to the Superintendent, the Board
of Directors or the Administrative Council,
according to the amount of aid set by the
Working Group. If approved, the application
is returned to the Legal Department for the
contract to be prepared. The preparation of
the contract is not a mere matter of drafting.
The Contracts Division examines a great
number of documents which, amongst other
matters, testify to: the legal status of the
applicant; payment of taxes and social se-
curity contributions, and compliance with
legal regulations regarding the nationaliza-
tion of labor; and pertinent information with
regard to: the legal representatives of the
applicant who are to sign the contract; the
real guarantees of the operation; and the
guarantors.

If the documents are satisfactory and
the draft of the contract is approved by the
Board of Directors of the Bank, the contract
is finally signed, either by public or by pri-
vate deed, as soon as a definitive agreement
has been reached with the applicant. The
next, and last, requirement is to see that
the contractual obligations assumed by the
beneficiaries and their guaranters are prop-
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erly interpreted and faithfully observed,
which involves supervision by the Contracts
Division insofar as the legal side is concer-
ned. This stage ends, and with it the
activity of the Legal Department, as soon as
the obligations aforesaid have been fulfilled
or, occasionally, in a lawsuit, in which the
Legal Disputes Division represents the De-
partment, when a conflict of interests arises
between the Bank and the other contracting
party, which cannot be settled out of court.

f) — International Operations Department

The original organization of the BNDE
made no provision for a Department special-
izing in the conduct of foreign business, such
as the furnishing of guarantees and the ne-
gociation of agreements with foreign or in-
ternational agencies, but it was not long
before the specific complexity of this kind
of operations led the Administration of the
Bank to set up a department to deal with
them.

Thus, the Bank’s Internal Regulations,
which came into force on January 27, 1958,
included an International Operations Depart-
ment among the technical organs and pro-
vided that it should be concerned with such
matters as: estimating the size and deter-
mining the composition of the foreign financ-
ing and investments required to further the
development programs of the government,
forming an opinion upon povernment proj-
ects that require resources to be obtained
in foreign currency, examining investment
projects planned by private initiative and
standing in need of the Bank guarantee for
foreign financing, preparing the ground for
negotiating agreements and operations with
foreign or international financial groups, and
studying the problems raised by the utiliza-
tion of lines of credit obtained abroad.

At that time, the Department was de-
signed to operate with only two Divisions:

. that of Agreements and Contracts, and that
of Operations, besides a General Advisory
Section and a Secretariat. To keep pace with
the broadening interests of the BNDE, the
Department was, however, reshaped in 1963
so as, in turn, to extend its field of action.
Within this new framework, the former basic
organization was retained, but the two Di-
visions were renamed and given wider sig-

nificance.
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The former Agreements and Contracts
Division, transformed into the International
Trade and Organizations Divisions, was sub-
divided into two Sectors, one dealing with
International Trade and the other with In-
ternational Organizations. In the Operations
Division, which kept the same name, the
Sector of Analysis and Studies and that of
Control of Operations were created. The
General Advisory Section and the Secreta-
riat of the Department were maintained.

The Department is further concerned
with the supervision and coordination of the
executive and administrative stages of finan-
cial operations effected or guaranteed by the
Bank abroad, keeps a record of such oper-
ations and supervises their execution.

As a subsidiary activity, the Interna-
tional Operation Department undertakes to
prepare background material for Brazilian
representatives to assist them in their deal-
ings and relations with foreign governments
and international organizations.

g) — Projects Department

The main function of the Projects De-
partment is to analyse applications for fi-
nancial collaboration from the Bank, wheth-
er in the form of loans, financing, guaran-
tees or purchase of stock, with particular
reference to the technical, economic and
financial aspects.

The Department has recently been re-
organized to consider with greater freedom
the financial aid applications submitted to
the Bank, and is now provided with an
Economic Advisor and a Technical Advisor
to the Head ol the Department, as well as
an Office Supervisor and a Secretariat.

As in the case of other Departments,
the Projects Departmento is divided into spe-
cialized Divisions, namely:

— the Mechanical Engineering and Trans-
portation Industries Division which com-
prises Mechanical Engineering and
Transportation Sectors I, II and IIT and
an Economic Sector;

— the Steel Industry Division which is com-
posed of the Iron and Steel Industry
Sectors I and II and an Economic Sector;

— the Metallurgical Industries Division,
covering Metallurgical Sectors I and II
and an Economic Sector;



— the Chemical Industries Division, subdi-
vided into Chemical Sectors I and II and
an Economic Sector;

— the Electric Power Division, comprising
Electric Power Sectors I, II and III and
an Economic Sector; and, finally,

— the Crop and Livestock Farming Divi-
sion, which includes Farming Sectors I
and II and an Economic Sector.

Project analysis is usually organized as
follows:

(a)} An initial opinion is given on the proj-
ect by the Working Group (GT—Grupo
de Trabalho), which generally includes
the Head of a Sector;

(b) The opinion is submitted to the consid-
eration of the Head of the Division con-
cerned;

(c) It is then sent to the Head of the De-
partment for the same purposes;

(d) The opinion is then submitted to the
consideration of the Director-Superin-
tendent, who will, in turn, pass it over
to the Administrative Council or to the
Board of Directors, depending on the
size of the loan requested.

a) Tentative Application and Project
— Applicalions for assistance from the Bank,
in any of the forms in which such assistance
can be the may be made either on a pre-
liminary tentative basis or in final form.

The first procedure, which is more in
the nature of a consultation, is recom-
mended whenever any doubt exists as to the
possibility of a favorable decision, ecither
because the applicant’s activity is not yet
recognized as falling within the Bank'’s field
of action or because the generic priority
levels assignable to the sector have not yet
been established.

The tentative application must contain
the minimum information required to estab-
lish the determining features of the un-
dertaking, and should cover, among other
aspects, the nature and quantities of the
products to be manufactured, principal
applications, market available, total ‘amount
of investment, outlay in foreign currency,
source of funds, cooperation desired from the
Bank and importance of the undertaking
from the standpoint of the country’s econ-
omy.

The dossier will be sent to the Projects
Departmento, which, after studying the
project as to its eligibility and priority, will
give an opinion thereon explaining the
grounds on which it is based. This opinion
is then submitted to the Board of Directors
by the Director-Superintendent for consid-
eration and decision as to whether or not
the undertaking is eligible, on principle, to
receive the Bank’s cooperation.

It should be stressed that the final de-
cision on the application will depend upon
the submission of a specific project contain-
ing a detailed study of the economic, tech-
nical and financial aspects and all other
matters connected with the undertaking.

b) Types of Analysis Carried Out by
Working Group (GT) — Once a project is
submitted to the BNDE with an application
for financial assistance in any of the accepted
forms, the Head of the Department sets up
a Working Group to examine and report on
the feasibility of the proposed operation.
The Working Group is made up of techni-
cians, namely, an economist, an engineer,
an accountant and a lawyer. At the same
time application is made to the Financial
Department for a {ull report on the commer-
cial and financial standing of the major
stockholders and/or officers in the Company.
One of the members of the Working Group
is also made responsible for uniformity in
drafting the opinion, for presenting back-
ground material and, in general, for overall
coordination of the work.

It should be stressed that generally the
Bank’s maximum cooperation is limited to
60% of the fixed investments to be made
cither in setting up the activity or in ex-
pansion projects. Of late, the Bank has been
granting a special treatment to iron and
steel and power plants which require, for
their establishment or expansion, a substan-
tial amount of funds. In such cases, the
Bank's participation is allowed to exceed
the aforesaid limit. In general, the work of
the Group is divided up among its members
as follows:

ECONOMIST — In charge of analysing
the eligibility and gencric priority of the
undertaking. The granting of a specific pri-
ority level, which will determine approval or
rejection of the application, is mainly based
on the elements shown by the technical
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study, namely, technical feasibility of the
project, operational costs and estimated prof-
itability. An analysis must be made of the
market and of the total investment. the com-
ponent items of which should be discrimi-
nated so as to evaluate the total cost, as well
as the needs of the enterprise as regards
circulating capital. In determining the Bank's
share in the undertaking, the economist
relies on the analysis of a number of other
features, such as the break-even point, prof-
itability of the investment, pay-back period
and capital budget. It is on these data that
the final conclusions are built up.

Where an cxpansion program is con-
cerned, the economist seeks to integrate the
proposed investment into the Company’s
structure. For that purpose, the necessary
premises are established together with over-
all budgets and financial report (cash-flow
analysis, profit and loss statement and pro-
forma balance sheets). Based on these latter

clements, determination is made of the debt-
bearing capacity for the period during which
the Company will be linked to the Bank.

In the case of an establishment program,
a similar analysis is made, but there is no
question of integration to bhe t{aken into
account.

ENGINEER — The main duty of this
technician is to check the accuracy of the
cost estimate submitted by the Applicant.
To do so, he examines the current costs of
operation and, when expansion is contem-
plated, the future costs after expansion, and
analyses the technical feasibilily of the un-
dertaking, determining whether the pro-
duction factors (labor, raw materials, power,
location, water, supply, etc.) are technically
acceptable for the estimated output to be
attained.

ACCOUNTANT — The accountant will
take a more active share in the work of

THE TUBARAO HARBOR, WHICH IS BEING CONSTRUCTEC IN THE STATE OF ESPIRITO SANTO WiTH BNDE'S COO-
PERATION, WILL ENABLE COMPANHIA VALE DO RIO DOZE TO EXFORT ANNUALLY 20 MILLION TONS OF IRON ORE.




the Group when applicant companics are al-
ready in operalion, in which case he analyses
the credit and cxamines the behavior and
background of the Company and its exec-
utive officers for the previous five yecars.
The several types of analysis he handles
include: fund flow analysis (origin and uti-
lization of resources); comparative studies of
balance sheets and dctermination of ratios
and quotients; analysis of prolitability and
capacity to build up resources for reinvest-
ment and reserves.

LAWYER — Handles studies connected
with the Applicant’s juridical status, legal
cligibility and specific priorily, in addition
to examining questions involving the Bank's
participation in the undertaking, the guar-
antees offered (real and/or fidejussory) and
the conditions imposed on the operation.

The achievements of each and all the
Departments, the duties of which have been
outlined in the foregoing pages, and the

results that can be claimed by the Bank for
these 12 years of activity, have demanded
no little effort from both officers and per-
sonnel,

Indeed, the circumstances arising out of
the immediate and constantly growing needs
of the Brazilian economy for capital with
which to promote development on a sound
and far-reaching scale have proved an in-
spiring challenge for the BNDE, and the
burden of endeavor has fallen more precisely
on the interconnected branches of the or-
ganization which have not only to operate
the complex mechanism of financing, but
also to understand and make allowances for
all the trends and shortcomings of the Bra-
zilian economic sel-up, the more efficiently
to establish and assist, by means of invest-
ment, the kind of basic and high priority
undertakings that find a place in any policy
that aims at speeding up the rate of eco-
nomic growth.

FURNAS HYDROELECTRIC PLANT — THIS GENERATING PLANT, WHICH WILL HAVE AN INSTALLED CAPACITY OF
900,000 KW IN 1965 AND 1,200,000 KW IN THE FINAL STAGE, IS BEING BUILT TO SUPPLY THE MOST HIGHLY
DEVELOPED REGION OF BRAZIL,




V — RESULTS OF FINANCING

DEMAND FOR RESOURCES

An analysis of the Bank's financing
action since its foundation in 1952 until
December 31, 1964 would not be complete
without a preliminary appraisal of the de-
mand for the resources it can provide.

The amount of financial assistance re-
quested from the Bank in the period 1952/
1964 reached the considerable figure of

CrS 413 billion at prices then prevailing.
The projects concerned cover a wide range
of economic activities in every unit of the
Federation.

According to the main sectors and the
great geo-economic regions into which the
country is divisible the cooperation reques-
ted from the Bank up to December 31, 1964,
breaks down as follows:

VALUE OF ASSISTANCE REQUESTED

REGIONS Transport- 1 Electric . ‘ Agricullure ' Other :
ation power ' Industries :\n;lccr::)l;\s!cd | sectors TOTAL
IN BRAZILIAN CURRENCY (Cr$ million — At current prices)
North o.ooiiiivevainens 100.0 | 6118.0 9.316.0 | 100.0 304.0 | 15,938.0
Northeast ................ 5511.2 ] 4,706.2 13,687.2 4462.8 | 6,636.6 I{ 35,004.0
Southeast .............. 198248 | 73,718.2 156,397.8 17,1511 | 6,886.5 274,578 .4
South ................... 5118.8 | 17,391.9 19,719.0 | 7414.7 1 5,096.4 55.340.8
West Central ........... 1,228.5 8,856.9 2,070.6 57248 ! 170.5 ! 18,051.3
Interregional ........... 9,780.4 | 750.0 ‘, 3,768.6 14,299.0
BRAZIL ..... ...... 42063.7 | 1115412 | 201,190.6 |  39,222.0 19,094.0 413,211.5
PROVISION OF GUARANTEES (cquivalent in USS 1,000)
North ................... 1268 | 8,785 | 510 | 13,623
Northeast ............ 1431 22,480 i 13,495 | 21,670 i 6,390 | 125,466
|
Southeast ............... 43546 | 172253 565,563 ; 176,437 12,005 | 969,804
South ................... 37,499 130,896 7,441 .: 25,134 i 51,500 252,476
West Central ........... 2,265 : 17,657 ! 21,341 { 4,000 | 45,263
Interregional _.......... 225,408 8255 | 192765 4,500 430,928
BRAZIL ............ | 310,149 347554 ' 663545 437,347 78,965 1,837,560
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Of the various sectors of the economy
for which backing has been requested, it
will be seen that industries takes the lead
with around 49% of the total resources
applied for. Next come electric power with
27%, transportation 10¢, agriculture 9%
and other sectors 5%. The substantial par-
ticipation of industrial projects in the total
amount of the demand is due, on the one
hand, to the inherently sizable investments
required and, on the other to the great di-
versification of cnterprise in this sector,
which causes a considerable number of proj-
ects to be channeled to the Bank that are
entirely devoid of the requisites essential to
eligibility and priority.

As to the regional distribution of the
credits applied for, the Southeastern region
——where the great centers of Sio Paulo,
Minas Gerais and Guanabara are located—
accounts for 66% of the total amount. The
Extreme South, covering the States of Pa-
rana, Santa Catarina and Rio Grande do Sul,
also contributes a considerable share, As was
to be expected, the less developed regions—

North, Northeast and West Central--repre-
sent, together, a little more than 169% of
the total credits in cruzeiros requested from
the Bank,

Turning to operations in foreign cur-
rency, it may be mentioned that, during the
the period under consideration, guarantees
summed up to a total equivalent of USS 1,838
million,

AUTHORIZED ASSISTANCE

The legislation instituting the Bank,
further to entrusting it with the manage-
ment of the Economic Reequipment Fund,
empowered it to provide guarantees for
credits obtained abroad, provided that such
operations came within the Bank’s field of
action. Thus, the Bank operates in two
basic ways: as direct supplier of funds in
cruzeiros and as guarantor to loans obtained
from foreign financing entities.

Altogether, assistance authorized until
December 31, 1964, evolved as shown in the
following table.

VALUE OF AUTHORIZED ASSISTANCE

YEARS

At current prices

In Brazilian Currency
{Cr$ million)

" Provision of Guaranteces
(equivalent in USS 1000)

At 1964 prices (?)

1952 ... ‘ 1,181.0
1953 1485.7
1954 3,006.4
1955 .. 2,592.6
1956 ... 7.115.2
1957 .. 8,856.1
1958 ... . 12,997.9
1959 . 11,500.0
1960 ... 14,871.1
1961 .o , 24,202.5
1962 . 22,321.6
1963 ... 82,065.2
1964 .. 136,731.9
1952/1964 ... 328,933.2

41,240.0
52,602.6 | 2,178
16.831.3 ! 1133
52910.2 1 21,172
122417.7 53,070
1450798 113,559
167,810.5 l 213,124
101,326.6 165,215
122,635.6 | 50,469
135,202.4 65,592
11,612.8 67,533
149,348.3 22,853
136,131.9 l 21482
1,381,845.7 309,380

(*) The index adopted for correction of the original values results from the aggregation of partial indices

estimaled by the Getulio Vargas Foundation.
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The above figures demonstrate that,
in real terms, the BNDE has not been able
to expand its investments in cruzeiros at the
rate desirable for a nationwide entity, and
the explanation for this curtailment lies

in the relative shortage of available funds.
From the standpoint of sectors of eco-
nomic activity, the total amount of assistance
authorized by the BNDE during the period
in question breaks down as follows:

TOTAL AUTHORIZED — 1952/1964

SECTORS OF In Brazilian Currency Provisi ( . ‘
ECONOMIC (CrS million) rovision of Guarantees
ACTIVITY - B

At current At 1964 - Equivalent in o

prices prices (%) © USS 1,000 °

1
Transportation ............ 15.801.6 3008968 218 197,353 24.4
Electric Power ......... ... 80.880.9 411,904 .7 [ 29.8 175,117 21.6
Basic Industries ........... 227.051.8 635.225.1 46.0 424,299 52.4
Iron and steel ........ 194.474.1 452.336.2 32.8 325,962 40.3
Other Industries ...... 32.577.7 182.888.9 13.2 98,337 ' 12.1
Sectors related to i

Agricultural Activity .. . 5,198.9 33.819.1 2.4 12,611 1.6
TOTAL ............ 328,933.2 1,381,845.7 100.0 809,380 100.0

i

(°) The index adopted for correction of the original values results from the aggregation of partial indices

eslimated by the Getulio Vargas Foundation.

CAPIVAR! STEAM-ELECTRIC PLANT, ERECTED AT CAPIVARI, IN SANTA CATARINA, WITH AN INSTALLED CAPACITY
OF 100,000 KW, BURNS SOFT COAL MINED IN THE REGION.
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CLASSIFICATION OF THE CREDIT OPERATIONS APRPROVED BY
THE BNDE IN THE PERIOD 1952/ 1964

IN BRAZILIAN CURRENCY PROVISION OF GUARANTEES

M e

TRANSPORTATION ——

ELECTRIC POWER

iRoN & SsSTEEL

OTHER NDUSTRIE S

AGRICULTURE &' RELATED SECTORS



The above figures show a predominance
of projects connected with basic industries
and electric power in the total amount of
credits granted in both Brazilian and foreign
currency. Substantial amounts were also
channeled to the transportation sector, es-
pecially the air transportation system.

Still under the sectorial aspect, it is
important to point out the variations which
took place in the Bank’s investments during
the period in question.

Thus, during its first five years of op-
eration, the Bank was engaged mainly in

financing projects connected with the ex-
pansion of transportation systems, partic-
ularly the remodeling of railroads.

With the establishment of specific funds
to support maritime and rail transportation
services, the BNDE was, as from 1957, in a
position to concentrate its resources almost
entirely on the support of the sectors of
electric power and basic industries.

This fact is better evidenced in the fol-
lowing chart which are presented as per-
centages, based on 1964 values and prices:

EVOLUTION OF CREDIT OPERATIONS APPROVED 8Y THE BNDE
ACCORDING TO SECTORS OF ECONOMIC ACTIVITY -1952/1964

N BRAZILIAN CURRENCY

PROVISION OF GUARANTEES

O
4
1952/56 1957/64 1952/64 1952/56 1957/64 1952/64

TRANSPORTATION

ELECTRIC POWER Y272

IRON & STEEL

OTHER INDUSTRIES NN

AGRICULTURE &

RELATED SECTORS
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Regionally, the Bank’s investments in
the period 1952/1964 are shown in the table
below, where emphasis is laid on the two
great regions of Article 34 of Law 2973.

It has not yet been possible for the

Bank to prapare by its own means the proj-
ects to which it grants its assistance and it
merely selects from among the applicants,
those found to be most deserving of its fi-
nancial support.

AUTHORIZED TOTALS — 1952/1964

In Brazilian Currency

! h Provision of Guarantees
REGIONS I {at 1964 prices) |
i ! . o
- | o . Equivalent in
l Cr$ million % | USS 1,000 i %
!
BRAZIL .. ... 1,381,845.7 100.0 : 809,380 100.0
|
Geo-cconomic Regions: |
i
North ............. ... ... ... ... ......... , 7.434.8 0.5
I
i
Northeast .. ............... ... . ......... 71,756.4 5.2 64,986 8.0
I I
|
West Central . ............ ...... ........ 51,239.0 3.7 ; 8,805 ; 1.1
Southeast ......................... ... ... 1,113,426.8 80.6 526,028 | 65.0
South ... 130,971.7 9.5 71,741 { 8.9
i
Interregional ........................... i 70170 0.5 137.820 170
|
| ‘
Regions of Law 2973/56: i ' !
\ ‘ “ |
Region.I ....... ... ... ... ... ... .. 1,204,113.3 87.1 l 584,310 i 72.2
!
Region.TI (*) ... . L Im54 12.4 1190 108
i .
Interregional ......... ... ... ... ...l 7,017.0 ! 0.5 137,820 | 17.0

(*) North, Northeast and West Ceniral Regions and the State of the Espirito Santo.
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CREDIT OPERATIONS APPROVED BY THE BNDE ACCORDING TO
SECTORS OF ECONOMIC ACTIVITY — 1952/1964

AUTHORIZED OPERATIONS — 1952/1964

SECTORS OF ACTIVITY In Brazilian Currcney—— ! Provision of Guarantees
Crs milli_on % Equivalent in %
(at 1964 prices) USS 1,000
: |
TRANSPORTATION ........................ 300,89.8 - 21.8 l 197.353 244
1
Railroads «....o.oooovioiiin 283,552.2 205 | 52,266 i 6.5
Shipping, Harbors & Dredging .......... 12,831.8 0.9 ‘ 34,796 43
Highways ... ... ... .. ... ... ... .......... 10,885 13
Airtransport .......... ... ... .. ... | ! 99,406 i 123
Other means of transportation ........... 45128 04
ELECTRIC POWER ......................... 411,904.7 29.8 175,117 ' 216
BASIC INDUSTRIES ....... ... ............. 635.325.1 46.0 424,299 ! 52.4
|
Metallurgy .......... ... il 472,559.7 342 332,564 ! 41.1
Iron & Steel ....................... . ‘ 452336.2 | 32.7 I 325,962 i 403
Non-ferrous metals ..................... 14,810.5 1.1 , 6,602 l 08
Other metallurgical industries ......... 5,413.0 I 0.4 l
Mechanical engineering ................... 5,730.2 04 219 I 0.0
Electrical engineering ..................... 10,117.9 0.7 |
Transportation Materials ... ... ...... . ... 42,040.8 3.1 41,527 ! 5.1
Railroad materials ......... ... . ... ..... 36715 03 2,411 0.3
Shipbuilding .......................... . 120189 | 09 1944 . 0.2
Automobile industry .................. . 26,3444 i 19 | 37,172 { 46
Chemical engineering ........ ... ... ...... { 98,696.4 7.2 43,614 I 54
Cellulose ................................. | 11,352.8 [ 08 ‘ 3,228 I 04
Other chemical industries ............... 87.616.6 6.4 40,386 5.0
Other industries ........................... \ 5,907.1 E 0.4 6,375 ! 0.8
|

CROP & STOCK FARMING AND . '

COMPLEMENTARY SECTORS .......... .. 33,819.1 24 12,611 1.6
Agriculture ............... .. ... . 1622 I 0.2
Warchouses & Silos -...................... 17920 13 10,989 | 14
Cold Storage .......covociiiiiiiiiiiias 6,538.7 0.5
Industrial Slaughterhouses ............... 9,318.4 0.6 i

TOTAL ..o 1.381,845.7 100.0 809,380 | 100,0

|



VI — SECTORS OF THE ECONOMY BENEFITTED

TRANSPORTATION

a) — Railroad Transportation

As Administrator of the Economic Re-
equipment Fund, established for the purpose
of covering domestic currency expenditure
incurred in carrying out the projects pre-
pared by the Joint Brazil-United States
Comission, the Bank, in its early years of
operation, accorded preferential treatment
to transportation and, particularly, to the
railroad system. As previously seen, 68.5%
of the aggregate value of operations in Bra-
zilian currency, authorized by the Bank in
the period 1962/1956, were connected with
railroad projects. This participation dropped
to as low as 5.7% from 1957 to 1964, as a
positive result of the creation of the Fed-
eral Railroad Network (“Réde Ferroviaria
Federal”) and the relative strengthening of
public resources specifically earmarked to
cover investments in the transportation ser-
vices. Nevertheless, the participation of this

sector in the period 1962/1963, is very sig-
nificant as respects guarantee operations in
foreign currency, accounting for 2449 of
the aggregate amount.

On the other hand, the Bank’s financial
assistance to the sector favored practically
all the Brazilian railroads and special men-
tion should be made, in view of the size of
the operations, of the credits extended to
Estrada de Ferro Central do Brasil, Viacao
Férrea do Rio Grande do Sul, Réde Ferro-
viaria do Nordeste, Réde Mineira de Viacao,
Estrada de Ferro Leopoldina and the Sao
Paulo railroads of Araraquara, Sorocabana,
Paulista and Mogiana.

Also to be stressed is the Bank’s assist-
ance to other projects of immediate interest
to the Brazilian railroad system, as for in-
stance, guarantees and financings extended
to railroad material manufacturers.

The program for the reequipment of the
railroad system, already approved by the
Bank, can be seen in the following table:

| EXECUTED UNTIL 1964

DISCRIMINATION ! PROGRAMED l— —
Quantity %
A — PERMANENT WAY :
Remodeling and construction of lines (miles) ........ 4,512 3,489 5.7
Utilization of rails:
a) miles of Wne ............ ... ... 3,306 i 2,811 85.0
b) quantity (metric tons) ................... ... . ... 554,762 999,108 108.0
Utilization of ties (thousand units) ................... 3,499 3,27 91.9
Utilization of ballast (thousands of cubic feet) ...... 120,850 79,263 ; 65.6
B — TRACTION (units):
Purchase of locomotives ...................... ... 58 58 : 100.0
1
Recovery of locomotives ... 44 14 100.0
|
C — ROLLING STOCK {(units): |
Purchase of freightcars ................ ... ... . 9,202 9,002 97.8
Purchase of passcnger cars e ] 152 446 98.7
Recovery of freight and passenger cars .............. 412 319 1.4
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MAUA SHIPYARDS, BELONGING TO THE COMPANHIA COMERCIO E NAVEGACAO, NITEROI, RJ, CAN BUILD
VESSELS WITH A DEADWEIGHT CARRYING CAPACITY OF 35000 TONS AT THE RATE OF 40,000 TONS A YEAR,



b) — Other Means of Transportation

Though on a smaller scale, in view of
the existence of specific funds to cover exe-
cution of the program, the Bank has also
extended its assistance to projects connected
with the reequipment of harbors and mari-
time navigation, highways and air trans-
portation. In all of them and for the reasons
mentioned, the financial assistance was
granted mainly in the form of guarantees to
credit operations contracted abroad.

As concerns port reequipment, men-
tion should be made of the credits obtained
by the Bank directly from the Eximbank,
which have allowed for the importation of
equipment essential to the mechanization of
the services of 23 major Brazilian ports.

A guarantee from the Bank has also
made it possible to obtain financing from
abroad, so as to enable special equipment
to be imported for port dredging services.

Still in the maritime transportation
sector, a sizable transaction was carried out
with the Bank's participation for the im-
portation of 18 ships with a total deadweight
carrying capacity of 105,200 tons.

The assistance extended by the Bank in
the highway sector is of great significance.
Under the Bank’s guarantee it has been
possible for the National Highway Depart-
ment (DNER) and several highway agencies
in the states to import the equipment need-
ed for road construction and maintenance.

In the sector of air transportation, the
Bank's cooperation was given in the form of
credits obtained abroad, in an approximate
total amount of USS 100 million until De-
cember 31, 1964; this figure represents 12.3%
of the total value authorized until that date
and 57.7% of the transportation sector in the
same period. This contribution has enabled
Brazilian commercial aviation to forge ahead
impressively in the course of the last few
years, and an appreciable number of air
liners of the latest type have been brought
into service.

ELECTRIC POWER

The Bank’s financial assistance to the
electric power sector, first extended in 1953,
comprises financings under the different
forms adopted by the Bank and provision

of guarantees for credits obtained abroad by
the companies. Thus, the BNDE has made it
possible to complete several projects in the
sector, either by supplying funds to cover
outlay in Brazilian currency or by guaran-
tecing credits for the importation of plant
and equipment for generating, transmitting
and distributing electric power.

It has been pointed out that the amount
of assistance authorized by the Bank for the
sector reached, in 1964, the sum of CrS 412
billion in direct financings and USS 175.1
million in the form of guarantees for credits
obtained abroad. Expressed as a percentage,
these figures account for 30% and 229, re-
spectively of the aggregate credits approved.

The Bank’s policy of concentrating re-
sources, on a preferential basis, on large and
medium size power projects, which would
seem to have more far-reaching effects on
the economy, has led to an extension of fi-
nancial support to practically all the state
organizations and undertakings in this sector,
which may be listed as follows:

North: Férga e Luz do Para (FORLUZ)
and Cia. de Eletricidade do Amapa
(CEA);

Northeast: Cia. Hidroelétrica do Sao
Francisco (CHESF), Government of
Sergipe, and Centrais Elétricas do Rio
Contas (CERC), the latter in Bahia;

West Central: Centrais Elétricas Mato-
grossenses (CEMAT) and Centrais Elé-
tricas de Goias (CELGQG);

Southeast: Centrais Elétricas de Minas
Gerais (CEMIG) and its subsidiaries;
Central Elétrica de Furnas; Espirito
Santo Centrais Elétricas S.A. (ESCEL-
SA); Emprésa Fluminense de Energia
Elétrica; Cia. Hidroelétrica do Rio Par-
do (CHERP) and Usinas Elétricas do
Paranapanema (USELPA), in Sio Paulo;
Waters and Electric Power Department
of the State of Sdo Paulo;

South: Usina Termoelétrica de Figueira
(UTELFA) and Cia. Paranaense de
Eletricidade (COPEL), in Parana; Cen-
trais Elétricas de Santa Catarina (CE-
LESC) and Sociedade Termoéletrica do
Capivari (SOTELCA), in Santa Catari-
na; Cia. Estadual de Energia Elétrica do
Rio Grande do Sul and Termoelétrica
de Charqueadas in the latter state.
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In the private field, the Bank’s finan-
cial aid has also been extended to the groups
of the Brazilian Traction and Emprésas Elé-
tricas Brasileiras (Bond & Share), Cia. Sul
Mineira de Eletricidade, Cia. ¥ér¢a e Luz
Cataguazes-Leopoldina, etc.,, in addition to
small clectric power generating and dis-
tributing companies, including several muni-
cipalities.

To give an idea of the size of the Bank’s

contribution to the development of the coun-
try's power system, suffice it to mention the
high participation of Bank-financed plants
in the growth of the potential installed in
the country in the period 1955/1964, as also
in the increase in capacity foreseen for the
three-year period 1965/1970. Data in this
connection are to be found in the following
table:

BNDE — SHARE OF BANK-FINANCED ELECTRIC POWER PROJECTS IN
THE INCREASE IN INSTALLED CAPACITY — 1955/1970

INSTALLED CAPACITY OF PLANTS (kW)

, I
YEARS Gran;l“to(al B Annual Growth - B PEI;(};I;I;’IE‘:ILE
December 31 Total BND;EI'::"::““(I !
(A) (B) © (C/B)
i i
1954 2,807,578 |
1955 3,148,500 340,922 21,600 6.3
1956 3,350,000 401,500 54,050 ! 13.5
1957 3,767,400 217,400 102,010 46.9
1958 3,993,100 225,700 81,730 36.2
1959 4,115,200 122,100 72,500 59.4
1960 4,800,082 684,882 513,280 2 74.9
1961 5,205,152 405,070 126,432 31.2
1962 5,728,713 523,621 440,016 i 84.0
1963 6,355,068 626,295 578,000 92.3
1964 6,714,468 359,400 359,400 100.0
1955/1964 3,906,890 2,349,018 60.1
1965/1970 2,285,200
TOTAL 1955/1970 4,634,218

Another point that should be hrought
up in connection with this sector concerns

the way in which the power is generated.
Thus, 85¢5 of the power supplied by BNDE-
financed concerns during the period 1952/
1964 is generated from water power.

The most important of the steam-elec-
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tric plants are those of Figueiras, Capivari
and Charqueadas, all located in the Extreme
South, and their paramount interest from
an economic standpoint lies in the market
they provide for the output of the extensive
coalfields in the area.

Geographically speaking, the program



for expansion of the electric power gener-
ating capacity, where the projects financed
by the Bank are concerned, tends to bene-
fit every unit of the Federation, but it will
be seen that, among the different regions,
the major share is allotted to the Southeast,
particularly the states of Sao Paulo and Mi-
nas Gerais, where, for obvious reasons, the
largest undertakings under
program arc located.

the national

The share allotted to each region does
not, therefore, give an accurate idea of the
significance of the aid extended to it bv the
Bank,

For instance in financing the expansfon
of the Belém steam electric plant, with 15,000
kW capacity, the Bank contributed effec-
tively to the increase of the installed capacity
of the entire Northern region, which amount-
ed to some 80,000 kW in late 1964. A similar
situation occurred in the Northeast, where
the Paulo Afonso II and Funil Plants—both
financed by the Bank—are quite the largest
enterprises of the kind in the region. Like-
wise, the West Central plants in the con-
struction of which the Bank cooperated rep-
resent a substantial portion of the installed
capacity of the electric power supply ser-
vices in the region.

INSTALLED CAPACITY OF PLANTS (kW)
i Grand total i BNDE — Financed plants PERCEN-
REGIONS | — T s';g}:
1954 P1064() Growth 1955/19%4 | 1965/1970
| @ (B) (© ® | ® (D/C)
|
North .......... 17814 | 78,802 60,988 15,000 17,000 24.6
Northeast .. ... 296,193 532,410 236,217 152,300 650,000 64.5
Southeast ...... 2,241,049 4,890,865 2,649,816 1,951,320 1,267,400 13.6
South .......... 239,950 734,106 194156 | 201,548 243,800 40.8
West Central .. 12512 | 101,190 88618 | 28,850 107,000 32.6
N I
Other plants ..! 3171065 377.095
]
BRAZIL .... 2807578 6.714.468 390689 | 2,349,018 2,285,200 60.1

SOURCE: CNAEE and BNDE.
. (*) Provisional data.

Finally, there is the Bank’s participa-
tion in the transmission system. The pro-
gram, as approved, provides for the con-
struction of more than 7,000 miles of H.T
lines carrying current al various voltages;
of particular importance are the lines over
which the CESF distributes the power gen-
erated by the Paulo Afonso plant; the in-
terconnecting circuits betwcen the systems
of Furnas and the Sao Paulo Light, and
Furnas and Trés Marias, in Minas; the Sao
Paulo state grid; the network that will dis-

tribute the power supply from the Figueira
and Capivari plants; the system linking
the great power stations operated by the
CEEERS in Rio Grande do Sul; the lines
supplying Brasilia with light and power
from Cachoeira Dourada, etc.

Though the Bank has not assisted in
the development of distribution systems tc
anything like the same extent, there are
quite a few localities in Brazil that are in-
debted to it for an improvement or extension
of the local supply of electric current.
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IN SETTING UP ITS STEEL MILL PLANT AT PIACAGUERA (SAO PAULC), THE COMPANHIA SIDERURGICA PAULISTA
— COSIPA RELIED MAINLY ON BNDE FINANCIAL AID. IT IS EXPECTED THAT THE PRESENT CAPACITY OF 500,000
TONS OF INGOTS WILL BE INCREASED TO 2,000,000 TONS IN ITS FINAL STAGE,

{1 . o




~ BASIC INDUSTRIES

BNDE aid to the industrial sector has
been substantial, specially from 1957 on,
when the Bank was released from the siza-
ble commitments incurred with the reequip-
ment of the railroads, which had absorbed a
major part of the activities of this insti-
tution since it was set up in June 1952,

So, upon completing five years of op-
eration, with the more pressing problems
of domestic railroad reequipment already
solved, the Bank was in a position to inten-
sify its support, by financing or guarantecing
credits, to projects connected with the main
branches of industrial activity, assisting
either in the installation of new units or in
the expansion of existing concerns.

As has been seen, in the 1952/1964 pe-
riod the sector in question received local
currency credits in a total amount of CrS 635
billion, corresponding to 46<, of the aggre-
gate value of authorized operations.

Furthermore, the value of industrial

equipment imported under the Bank's guar-
antee in the same period, amounted to the
equivalent of USS 424 million, that is, 5277
of the foreign credits guaranteed by the
ENDE.

With regard to the location of the in-
dustrial projects financed by the Bank, the
Southeastern region ranks first, with 92,3¢
of the aggregate credits authorized in cru-
zeiros and 92.1% of the guarantees provided
until December 31, 1963. This is due to the
fact that this area houses the large iron &
steel plants and the industrial system of Sao
Paulo, in addition to other industries in the
States of Rio de Janeiro, Guanabara and
Minas Gerais.

From the standpoint of the economic
importance of the undertaking to the favored
region, it should be observed that the action
of the Bank has also been significant in
the North and Northeast, where financial
support has created a market for local raw
materials hitherto unused in manufacturing;
examples of this initiative are jute and wood

THE COMPANHIA PERNAMBUCANA DE BORRACHA SINTETICA (COPERBO) PLANT WITH AN ANNUAL PRODUCTION
CAPACITY OF 27,000 TONS OF POLYBUTADIENE FROM ALCOHOL IS ANOTHER UNDERTAKING FINANCED BY BNDE.




in Amazonas, sisal in Paraiba and alcohol

in Pernambuco,

A general idea of the significance of the
Bank’s support to the program for develop-
ment of the country’s industrial activity is
given below, with emphasis on the principal
companies favored:

— Installation and expansion of several iron
and steel plants that will enable, alto-
gether, a production of 1,800,000 tons of
ingot iron to be obtained in 1966. Among
the projects financed are those of COSI-
PA, USIMINAS, Cia. Ferro e Aco de
Vitoria, Siderurgica J. L. Aliperti, Side-
rurgica Mannesmann, Sidertrgica Barra
Mansa, ete.;

— increase in the domestic supply of special
steels to the extent of 26,700 tons a year
in finished products manufactured by
Aco Villares S.A,, in S3o Paulo;

— production of 14,400 tons a year of ingot
lead, with the utilization of ore existing
in Bahia, processed at the plant belong-
ing to Cia. Brasileira de Chumbo;

— installation of the first electrolytic zinc
plant in Brazil by Cia. Mercantil e In-
dustrial Ingd, which uses an original pro-
cess for working the ore, found in ex-
tensive deposits, with an annual output
of 7,200 tons of ingot zinc;

— development of the heavy engineering
industry, favoring, among others, Meca-
nica Pesada S.A., in Sao Paulo, with a
scheduled annual production of 6500 tons
of machinery and equipment;

— increase in the national production of
railroad material, such as wheels and
shafts for cars and locomotives, bearings,
complete assemblies of compressed air
and vacuum brakes, signaling equipment,
cte., provinding for the expansion of in-
dustries in Sdo Paulo and in the state of
Rio de Janeiro;

— assistance to the automotive industry for
plant expansion (Fabrica Nacional de
Motores) and installation (Volkswagen,
Willys and SIMCA);

— expansion and installation of auto part
factories, aiming at the production of sev-
eral components, e.g.: chassis for trucks,
wheels and rims, complete differential
assemblies for trucks, engine blocks,
plate glass, cylinders, fluid lines for
hydraulic brakes, dynamos, motors, coils,
universal joints, propellor shafts, ete. In
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addition to several undertakings in Sio
Paulo’s industrial system, the Bank's
support, in this field, has also been ex-
tended to companies locled in other
state, such as Fundicdo Tupy, in Santa
Catarina and Albarus S.A., in Rio Grande
do Sul;

— establishment of the shipbuilding indus-

try through projects of Cia. Comércio e
Navegacao, Ishikawajima, EMAQ, Estalei-
ro S6 e Caneco, whose yards have a joint
productive capacity of 141,000 tons a
year, deadweight, corresponding to 85%
of the total installed capacity of the Bra-
zilian shipbuilding industry;

— production of paving and mining equip-

ment by Barber Green and Caterpillar,
in Sdo Paulo;

— manufacture of agricultural implements,

specially by Terral S.A, in Sdo Paulo;

— expansion and diversification of the Bra-

zilian heavy and semi-heavy electrical
engineering industry and particularly the
manufacture of generators, electric mo-
ters, diesel engines, cables and conduc-
tors, etc., by the following companies
among others: AEG, Arno S.A,, Irmios
Negrini, Inddstria Elétrica Brown Boveri
S.A. and Pirelli S.A,, all in Sdao Paulo;

— increase in the domestic production of

cellulose by 167,700 tons a year, 152,000
of which are short-fibered and 15,700
long-fibered pulp, the [irms aida=d being
located in Sao Paulo, State of Rio de
Janeiro and Rio Grande do Sul:

— installation of a barilla plant by Cia. Na-
cional de Alcalis in the State of Rio de
Janeiro, with an "annual capacity for
120,000 tons;

— establishment in the Northeast of a plant
belonging to Cia. Pernambucana de Bor-
racha Sintética (COPERBO) for turning
out synthetic elastomers (polybutadiene
lastics) with alcohol as the raw material.
designed for an annual production of
27,500 tons;

— annual increase of 18,000 tons in the do-

mestic production of caustic soda, 15,000
by Cia. Agro Industrial Igarassu, in
Pernambuco;

- installation of the Manaus Refinery, with
a daily capacity of 5,000 barrels;

— increase in the domestic production of
fertilizers, covering an annual output of
phophate concentrates (phosphorite) by

REVISTA DO BNDE



Fosforita Olinda S.A. and 15,700 tons of
bicalcic phosphate by Cia. Agro Industrial
Igarassu, both located in Pernambuco;
start of manufacture or expansion of the
domestic production of a number of basic
chemicals:

industrialization of sisal in the Northeast,
with a view to exporting 13,000 annual
tons a ycar of manufactured products by
Cia. Sisaleira do Brasil and Fiaciio Bra-
sileira de Sisal, both in Paraiba;

— industrial utilization of timber available

in Amazonia, with a daily production
of 1,695 cubic feet of plywood and 318
cubic feet of laminated wood by Madei-
ras Compensadas da Amazdénia — COM-
PENSA;

industrialization of jute in Amazonas,
with expansion of the productive capac-
ity cf jute goods by Cia. Brasileira de
Fiacio e Tecelagem de Juta, in Manaus
(7,500 tons).

ROLLING HEAVY.GAGE STEEL PLATE AT THE INTENDENTE CAMARA MILLS LOCATED AT IPATINGA, IN MINAS

GERAIS. THE USIMINAS GROUP OF STEELWORKS, STILL IN THE FIRST STAGE OF THE PROJECT, NOW HAS AN

ANNUAL OUTPUT OF 500,000 TONS OF INGOT STEEL AND 1S SCHEDULED TO PRODUCE 2,000,000 TONS BY THE
END OF ITS FINAL STAGE.




THE COMPANHIA NACIONAL DE ALCALIS' PLANT, AT CABO FRIO (RJ), WITH AN ANNUAL CAPACITY TO
PRODUCE 100.000 TONS OF SODA ASH, 1S ANOTHER PROJECT FINANCED BY BNDE.



AGRICULTURE & RELATED SECTORS

The relative shoriage of resources, on
the one hand, and its own administrative
structure on the other, have been preventing
the Bank from exerting a more direct in-
fluence on the development of crop and
stock farming. This has led the management
of the Bank to assign part of its funds to
indirect support in this sector, through fi-
nancings to bhasic services in this sphere of
activity, such as silo and warehouse net-
works, including cold-storage plants and
industrial slaughterhouses, all mentioned in
the legislation. Furthermore, the interven-
lion of the Bank has made it possible to
import badly needed equipment for mech-
anization of domestic agriculture, while a
number of promotions in the foregoing list
of industrial projects, such as the manu-
facture of agricultural machinery and fer-
tilizer, have had a stimulating effect on
farming in general.

In view of these circumstances, the value
of the Bank’s assistance to the development
of stock-raising and agriculture has been
relatively modest, and stands at CrS 34
billion in financing and the equivalent of
USS 12.6 million as guarantees for credits
obtained abroad, that is, 2.4% and 1.6¢¢,
respectively, of the total amount aproved
up to December 31, 1964. .

On overall appraisal of the farm devel-

opment program supported by the Bank can
be made from the following items:

— direct purchases of agricultural machi-
nery and implements, made by the Bank
for resale to farmers, comprising: 4,475
wheel tractors, 851 caterpillar tractors,
4,109 harrows, 3,803 plows, 814 cultiva-
tors, 749 planters, 124 combines, 114 har-
vesters, 197 excavators, 153 reapers, etc.
A wide variety of equipment was also
directly purchased abroad by importers,
with the aid of a guarantee from the
Bank;

— installation of regional warehouse and silo
networks controlled by state agencies or
installation of isolated silos for wheat
preservation. General warehouses fi-
nanced by the Bank have a static total
capacity of 268,700 tons, and silos a ca-
pacity over 354,100 tons, in all, close on
622,800 tons;

— expansion of cold-storage capacity by

34,100 tons, covering projects located in
the cities of Rio de Janeiro, Sao Paulo
and Rio Grande;

— expansion of industrial slaughterhouse
capacity, the projects approved by the
Bank being designed to cover the annual
slaughter and full industrialization of over
1,300,000 head of cattle and 500,000 hogs.

THE 20,000 TONS HARBOR SILO OF COMISSAO ESTADUAL DE SILOS E ARMAZENS (CESA) BUILT AT RIO GRANDE
DO SUL STATE WITH BNDE'S BACKING IS THE BIGGEST IN BRAZIL




WITH THE BANK'S GUARANTEE, EARTHMOVING, SURFACING AND MAINTENANCE EQUIPMENT HAS BEEN IMPOR-
TED. NOT ONLY BY THE NATIONAL HIGHWAY DEPARTMENT, BUT BY SIMILAR AGENCIES IN 13 STATES.

ONE OF DRUM GATES AT CEMIG'S TRES MARIAS PLANT. THIS EQUIPMENT WAS MANUFACTURED BY MECANICA
PESADA S. A. AT TS TAUBATE, SP, ENGINEERING WORKS, ALSO SET UP WITH BNDE BACKING.




SUMMARY

BNDE: ORIGIN, RESOURCES, STRUCTURE AND ACTIVITY

ORIGIN AND FOUNDING OF THE BNDE

The origin of the BNDE may be traced back
to June 1950 when the subject was informally
discussed by Brazilian and American authorities
on the occasion of a conference of United States
ambassadors held in Rio de Janciro. The dis-
cussion hinged upon the desirability of establis-
hing the main lines of a program for financing
basic sectors of the cconomy.

In 1951, the Economic Reequipment Fund was
sel up with funds raised by the Brazilian Gover-
nment through a compulsory lean.

In 1952, the BNDE was founded with the spe-
cific purpose of administering the funds so raiscd
and coordinating projects to be carried out in
connection with the country’s economic develop-
ment,

THE FUNDS ADMINISTERED BY THE BANK

These are classified as follows: own funds
(Capital and Rescrves), funds freely administered
by the Bank (Economic Reequipment Fund and
National Investment Fund), and special funds.

CREDIT POLICY AND ACTION

According to the law which established it, the
Bank, which is a Federal Agency administratively
under the jurisdiction of the Ministry of Finances,
may only grant loans or finance for the pwrpose
of reequipping ports and railroads. increasing the
capacity of warchouses, packing plants and sto-
ckyards, constructing and expanding the clectric
power sysfem, and developing basic industries and
agriculture, in accordance with a pre-established
scale of priority.

ORGANIZATION STRUCTURE

The BNDE is managed by a President, a
Director-Superintendent and a Board of four Di-
rectors, besides an Administrative Council with six
members,

The President and the Director-Superinten-
arc also appointed by the President of the Re-
public. the former being dismissible at will and
the latter holding office for five years.

The four members of the Board of Dircctors
arc also appointed by the President of the Re-
public, and their term of office is four years.

It is also incumbent upon the President of the
Republic to appoint the six members of the Admi-
nistrative Council for a three-year term, appoint-
ments being staggered so that two mcembers are
replaced cvery year.

The Bank’s internal organization is broken
down into the following seven Departments: Ad-
ministrative Department, Project Management and
Investment Control Department, Economic Depart-
ments being staggered so that two members ar:
Dcepartment, and Projects Department.

SCALE OF OPERATIONS AND RESULTS
OBTAINED AND OBTAINABLE

In closing chapters of this survey, the ex-
tent of the investments made by the Bank in the
twelve years it has heen operating arc outlined
and supported by data arranged acording to
applications reccived and granted, gco-cconomic
regions, major sectors of the economy, loans and
guarantees, Brazilian and foreign currency, and
other points of interest. Examples are given of
tlte results alrecady achicved and an attempt is
made to forecast the influence of the BNDE credit
policy on the futurc development of the cconomy.

RESUME

BNDE: ORIGINE, RESSOURCES, STRUCTURE ET ACTIVITE

ORIGINE ET CREATION DE LA BNDE

Les origines de la Banque Nationale du Déve-
loppement Economique — Baneco Nacional do De-
senvolvimento Economico — remontent & avril 1950
quand le sujet a été discute officicusement par les
autorités brésiliennes et américaines i 1'occasion
d'unc conférence d’ambassadeurs des Etats-Unis
tenue a Rio de Janeire. Il s'agissait d'établic les
bases du financement d'un programme de rééqui-
pement des sccteurs de base de I'économie natio-
nale,

En 1951 le government brésilien créa le “Fonds
de rééquipement économique” constitué de res-

sources mobilisées dans le pays moyennant un
cmprunt obligatoire.

En 1952 la BNDE a été fondée pour adminis-
trer les ressources [inanciéres mobilisées et coor-
donner les projets concernant le développement
économique du pays.

LES RESSOURCES ADMINISTREES PAR
LA BANQUE

Ces ressources se divisent cn trois groupes:
ressources de la Bangue proprement dites (capital
et résevves), ressources librement administrées
par cclle-ci, dont Ia plus importante est lc
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fonds de rééquipement ¢conomique, ¢l ressources
spcéciales,

POLITIQUE ET ACTION DE FINANCEMENT

Daprés la loi qui I'a établie comme organisie
fédéral dépendant du Ministére des Finances, Ia
Banque ne peut consentir qu'aux préts ct finan-
cements ayant pour objeclifs de rééquiper les
poris ¢t chemins de fer, d’augmenter la capacité
des magasins, frigorifiques et abattoirs, d’étendre
et apparciller le systéme d’éncrgie électrique et
de développer les industries de base, ainsi que
Pagriculture, suivant une échelle de priorité pré-
établie.

STRUCTURE DE LA BNDE

La BNDE cst adminisitée par un Président.
un Directeur Surintendant, quatre Directeurs et
un Conseil d’Administration composé¢ de six menm-
bres.

Le Président ct le Directeur-Surintendant
sont mommnés par le Président de la République.
le premier revocable 4 volonté ¢t le dernier con-
servant sa charge pendant cing ans.

Les quatre Dirccteurs sont également nommes
par le Président de la République et la durée de
leur charge est de quafre ans.
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Clest nussi au Président de la Républigue
qulil incombe dc nommer les six membres du
Conscil d’Administration pour une durée de trois
ans, nominations ¢établies par roulement de sorte
que deux membres soient remplacés chaque année,

L’organisation interne de la Banque est répar-
tie en sept Départcments: Département Adminis-
tratif, Dépariement de Contréle des Projets et
Investissements, Département Economique, Dé-
partement Financier, Département Juridique, Dé-
partement «’Opérations Internationales et Dépar-
tement de Projets.

ENVERGURE DES OPERATIONS ET RESUL-
TATS OBTENUS ET A OBTENIR

Dans le dernier chapitre de cet cxposé, 'éten-
due des investissements faits par Ia Banque pen-
dant ces douze années d’activité est tracée et
justifice par des statistiques organisces selon les
demandes recues ct accordées, régions géo-écono-
miques, principaux seccteurs de P'économie, préts
et avals, opérations en monnaie nationale et
devises étrangéres, et autres données significatives.
Des exemples montrent les résultats déja obtenus
et Vauteur cherche a prévoir I'mfluence de la po-
litique financiére de la BNDE sur le futur déve-
loppement de ’économie brésilienne.




