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AGREEMENT, dated Q"‘%“WXL /3 , 1982, between

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPHEN1 (herein-
after called the Bank) and COMPANHIA VALE DO RIO DOCE ({herein-
after called the Borrower). .

WHEREAS (A) the Borrower has requested the Bank to gssist in
the financing of the Project dzscribed 1in Schedule 2 to this
Agreement b making the Loan as hereinafter provided;

(B) The Borrower has arranged or is arranging to finance
the cost of the Project not financed hereunder, inter alia, from:
(1) a loan for the ejuivalent of two hundrcd and fifty million
dollzrs ($250,000,000) principal amount from the Nippon Carajzas
Iron Ore Ltd. (hereinafter called the Japenese Import Loan); (2)
a loan for the equivalent of fifty million dollars ($50,000,010)
principal amount from the Export—Import Bank of Japan (herein=
after called the Japanese Exim Bank Direct Loan); (3) a louan for
the equivalent of one huadred ard fifty million dollars
($150,000,600) principal amount froa a group of Japsnese comzer—
cial btenks with the Sank of Tokyo as agent (hereinafter called
the Japanese Comuercial Banks Loan); (&) placing yen denominated
boed $srues amounting in the aggregate to not less than ten
billion yens (¥ 10,000,000,C00) (hereinafter called the Jeapanese
Bond Iasues); (S) a loan for nct less than three hundred million
Dautcche Msrks (D4 300,000,000) principal &=ount from the
Kreditenstalt fir Wiederaufbau (hereinafter cailed the KfW Loan);
(6) loans for up to the equivalent of six hundred wmillfon dollars
($600,000,000) principal zmount f{row the European Coal znd Steel
Corzxunity (hereinafter called the ECSC Loans); (7) loans for nct
less than the equivalent of two hundred million dollars
($200,000,000) principal amcunt frcm private ccmmercial banks
(hereinafter called the Frivate Banks Loans); (8) suppliers’
credits totalling the cquivalect of about one hundred and twenty
nine willion dollars ($129,0C0,000); (9) a losn for the equi-
valent of about six hundred ninety-seven million dollars
($697,000,000) principal amount from Banco Nacional de Desenvol-
vimento Economico Social (hereinafter called the BNDES Loan):
(10) losns for the equivalent of &bout three hundred twenty one
million four huandred thousand dollars ($321,400,000) principal
amount from Agencia Especial de Finzanciawmento Industrial (herein-
after called the FINAME Loans); (1ll) loans for the equivalent of
about sixty million two hundred thousand dollars ($60,200,000)
principal amount yrom Banco da Amazonia (hereirafter called the
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Banco da Amazonia Loans); and (1) placing cruzeiro—-denominated
subordinated convertible debentures amounting in the aggregate to
the equivalent of not less thaa two hundred fifty million dollars
($250,600,000) (heveinafter called the Subordinated Convertible
Debentures).

(C) The Federative Republic of Brazil (hereinafter called
the Gusrantor) by agreement of even date herewith betveen the
Guarantor and the Bank (hereinafter called the Guarantee Agree-
ment) has agreed to guarantee the repaymeat to the Bank of the
principal of the loan and the payment of interest and octher
charges thercon and to undertake certaln obligations set forth
therein;

(D) The Bank, on the basis of inter alia the foregoing, has
agreed to make a loan to the Borrower upon the terms and condi-
tions hereinafter szt forth;

NOW THEREFORE the parties hereto hereby agree as follows:

ARTICLE I
General Conditfunc; Definflicuns

Section 1.0l. The parties to this Agreemeac accept all the
provisions of tl2 General Conditions Applicable to Loan and
Guarantee Agreesents of the Bank, dated October.27, 1980, with
the sace force and effect as 1f they were fully set forth herein
(said General Conditfons Applicablz to Loan and Guarantee Agree-
cents of the Bank being heveinafter called the General
Conditions).

Section 1.02. Wherever used in this Agreement, unless the
context otherwise requires, the several terms. defined 1ia the
Ge-.eral Conditiors and in the Preamble to this Agreement have the
respective meanings thevreia set forth and the following addi-
tional terms have the following meanings:

(a) T“FUNAI® means Fundagao Nacional do Indio, the Nstional
Indian Foundation of the Guarantor;

(b) T“GEAMAM™ means Grupo de Estudos e Assessoramento do
Keic Ambiente, an findependent advisory group established by the
Porrover by Portarfa 54/80 dated December 12, 1980;
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(c) “Steering Committee” means the Cormittee er“ablished by
the Administrative Council of the Borrower by Reso_ution DCA-
DESZ-108/82 dated May 28, 1“82 Zor purposes of overviewing all
aspecte of the carrying out of the Project aud reviewing and
taking decisions on cajor igrues regarding the Project;

(d) “fiscal year”™ means the fiscal year of the Borrower
which coincides with the ca2lendar year;

(e) “Cruzeiro”™ mesn: the currency of the Guaraator;

(£{) “Borrower's Iuvestment Program™ means the Borrower's
progran of {nvestments for the ycars 19862 through 1990, as e:z:
forth in a letter of even Zate herewitu from the borrower to the
Bank;

(¢) “Cocpletion Dare” wmeans the date of Project completion
which shall be the dete as of which the Bank shall have been pro-
vided witi, evidence, satisfactory to the Bark, tnat all of the
followiny conditions have been met: (1) completion of the physi-
cal coastruction of all facilities fucluded in the Troject; (i1}
for a continwous period of twelve months, the mine and plant
facilities, the railroad and port have been operated at a produc-
tion and export le el of not less than 31 million metiric tomns of
{roa ore per year; and (111} durfng such twelve months period the
Borrower has maiutained the ratfcs ot Current Assets to Current
Liabilities set forth in Sectfon 5.05 ol this Agreercent;

(h) “Subsidiary” meazns any compary of which at least a
majority of the outstanding voting stock 1s ownzd, or which is
effectively controlled, by the Borrawer or by one or more subsi-

saries of the Borrower or by the Borrover and cne or more of 1its
subsidiaries and “Controlled Subsidiaries”™ means the following
Subsidieries: Vale do Rio Doce Navegagic S.A.-DOCENAVE, .Rio Doce
International Finance Ltla.-RDIF, Florecatas Kiov-Doce S.A., Vale
Norte Aluminio Ltda., Rio Dcce Geolor'a e Minerag3ao S.A.-DOCEGEO
and Navegagio Rio Doce Ltda.; and “Controlled Suhbsidiary”™ means
any one of the Controlled Sutsidiaries;

(£) “Estatutos” means the statute that established the
Borrower, Decree Law No. 4352 of the Guarantor, dated June 1
1942, as amended to the date of this Agreement and the Borrover's
By-Laws approved by the Borrower's stockholiers on Oatober 16,
1981;
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(j) TBNH" meauns 3anco Nacfcnal da Eabitagso, the Guaran-—
tor's Natjonzl Housing Bank;

(k) “Caraljas Project Area” means the area included in a
radius of about 1UJ K{loveters from the iron c7e mining site
(deposit N4E) and railway to be constructed unczrf tité Project;
and :

(1) “~Special Project”™ means th= FIINAI's Projeto Ferro
Ccrajas, Apoio as Comunidades Indigznas, the Guarantor's specizal
five-vear project (1¢82-1986) for the prutection cf and assis-—
tance to Indian communities in the Carajas Project Area, dated

Janusry 1982.

ARTICLE II
The Loan

Sectioa 2.0l. The Bank agrees to lend to the 3Borrower, on
the terms and conditions in the Luen Agrzement set forth or
creferred to, an amount in varfous currencies equivalent to
three hundred four wmillion five hundred thousand dollars
($304,500,000).

Section 2.02. The amount of the Lcan may be withdrawm from
the Loan Accor.at in accordance with the provisions of Schedule 1
to this Agrcement, as such Schedule may be emended from time to
timz by agreerent between the Borrower and the Bank, for expendi-
tures made (or, if the Bank ghall so agree, to be made) in res-
pect of the reasonable ccst of goods and services required for
the Project described in Schedule 2 to this Agreezent and to b
financed out of the proceeds of the Lcan.

Section 2.03. Except as the Bank shall otherwise egree, pro-
curement of the goods and civil works required for the Project
and to te financeé out of the proceeds of the Loan shall be
governed by the r-ovisions of Schedule &4 to tuis Agreement.

Section 2.04. The Closing Date shall be December 31, 1987 or
such later date as the Bank shall ~stablisk. The Bank shall
promptly notify the Borrowver and the Guarantor of such later
date.

Section 2.05. Not lataer than the Effective Date, the
Borrcwer shall pay to the Bank a fee equivalent to four wmillion
f{ve hundred thousand dollars ($4,5C0,000). The fee shall be
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payable in such currency or currencies as the Bank shall spe-
cify. In the event that the Bank shall not have receive”? full
payment of the fee by the Effective Date, the Bank shall, on
behalf of the Borrower, withdraw from the Loanrn Acccunt and pay to
{tself the amount requirad for the fuil payment of the fee in the
currency or currencies specified for the purpose.

Section 2.06. The Borrower shall pay to the Bank a comm’t-

ment charge at the rate of three—fourths of one per cent (3/4 of
1Z) per amnum on the principal amount of the Loan not withdrawn
from time to time.

Section 2.07. The Borrower shall pay interest at the rate of
eleven and three-fifths per cent (11-3/5Z) per snonum on the
principal amount of the Loan withdrawn and outstandini from time
to time.

Section 2.08. Interest and other charges shall be payable
semiannuclly on April 15 and October 15 in each year.

Section 2.09. The Borrower shall repay the principal amount
of the Loan in accordance with the amortization ochedule set
forth in Schedule 3 to this Agreement.

Section 2.10. The Borrower shall punctually pay to the
Guarantor the guarantee fee referred to im Section 3.04 of the
Guarantee Agreercent.

ARTICLE III

Execution of the Project

Section 3.0l. (a) The Borrower shall carry out the Project
with due diligence and efficiency and {in conformity with appro—
priste administrative, business, mining, =ngincering and finan-
cial practices, and shall provide, promptly as needed, the funds,
facilities, services and other recsources required for the pur—
pose. Unless the Bank shall otherwise agree, borrowings ror
financing the provision of such funds, facilities, services and
cther resources shall not exceed at any time 70X of the amounts
involved.

(b) For purposee of financing the execution of the Project,
the Borrower shall: (i) issue subordinated convercible debentures
in the Brazilian capital markat {in tl.e aggregate amount of at
least one hundred seventy two million dollars ($172,000,000)
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equivalent, of which about the equivalent of eighty six million
dollars ($86,000,000) shall be issuved in 1982 and the remainder
a 1983; and (i1) contract the Private Banks Loans for the equi-
valent of at least two hundred million dollars ($200,000,000) and
shall take all action necessary to have available for draw down,
under the Private Banks Loans: (A) not less than the equlvalent
of one hundred miilion dollars ($100,000,000) by December 31,

1982 and (B) the balance of the Private Banlis Loans by Decem- -

ber 31, 1983.

(c) Not later than September 30, 1982, the Borrowver shall
prepare and furnish to the Bank for epproval: (1) the final
der<gns of the townsite included under Fart D.l1 of the Project,
such deetgns to include z0dificetions to the original road plans,
and site plans for all housing at the townsite; and (i1) an urban
development plan for Parauapebas, to accommodate about 10,000
people by 1988.

(d) The Borrower shall carry out the urban development plan
referred to in paragraph (c¢) (i11) of this Section accordirg to an
implementation schedule satisfactory to the Bank.

Section 3.02. For purposes of Part D.3 of the Project, the
Borrower shall: (a) not later than December 31, 1982, jointly
with the Guarantor and appropriate state and municipal authori-
ties, prepare a land-use and zoring plan, satisfactory to the
Bank, for the port-railway terminal area in Sezo Luis, such plan
to include the resettlement of existing squatter groups in thke
area and measureg to control squatter invasions along the access
highway to the port; and

(b) not later than June 30, 1983, enter into an agreement,
satisfactory to the Bank, with such state and municipal authori-
ties in order to carry out such plan in accordance with an imple-
mentation schedule satisfactory to the Banke.

Section 3.03. The Borrower shall: (a) not later than June 1,
1985, prepare and furnish to the Bank, for comment, an urban
developmeut plan for the second-phase development of the townsite
{acluded under Part D.1 of the Project; and (b) takirg into
account the Bank's comments thereon, carry out such urban devel-
opment plau in accordance with a timetable satisfactory o the
Bank.

Section 3.04. The Borrower shall reserve about 1000 lots for
additional service workers ic the first stage of development of
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the townsite included under Part D.l1 of the Project, and shall
enter into arrangements satisfactory to the Bank with BNH or
other firancial agencies, acceptable to the Bank, for carrying
out a credit prozraa for financiug the construction cr purchase
of the houses to be built on such lots, in order to enable the
percanent settlement -Z such service workers in such townsite
over a period of about 5 years from the Completion Date.

Section 3.05. (a) In order to assist the Borrower in the
engineering, management, design, procurement, planning and suje.-
vision of the carrying out of the Project, the Borrower «lixll
hire consultants whose selec:ion, qualifications, experience and
terms and conditions of hiring shall be satisfactory to the Bank
{n accordance with the principles and procedures described in the
“Guidelines for the Use of Consultants by World 3ank Borrowers
and by the World Bank as Executing Agency™ published by the Bank
in August 198l.

(b) At least until the Completion Date, the Borrover shall:
(1) maintain the existence of the Steering Committee, under the
chairnanship of the Borrower's Director—Vice President; (11)
cause the Steering Cozcittee to meet at least once every three
months and prepare wminutes of {ts meetirgs; and (111) furnish
such minutes to the 3Bank, withirn 30 days of any such weeting.

Sectioz 3.06. (a) The Borrower undertakes to insure, or make
adequate provision for tlie fusurance of, the imported goods to be
financed out of the proceeds of the Loan against hazards incident
to the acquisition, transportation and delivery- thereof to the
place of use or installation, and for such insurance any index—
nity shall be payable in a curren:y freely usable by the Borrower
to replace or repair such goods.

(b) The Borrcwer shall cause all goods and services
financed out of the proceeds of the Loan to be used exclusively
for the purposes of the Project. ’

Section 3.07. (a) The Borrower shall furnisk to the Bank,
promptly upon their preparation, the plans, specifications,
reports, contract documents and construction aad procurement
schedules for the Project, and any meterial modifications thereof
or additions thereto, in such detail as the Bank shall reasonably
request.

(b) The Borrower: (1) shall maintain records and procedures
adequate to record and monitor the progress of the Project
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(including 4irs cost acd the benefits to be derived from it), to
{dentify the goods and services financed out of the proceeds of
the Loan, and to disclose their use 1in the Project; (4i) shall
ensble the Rank‘s representatives to vigit the facilities and
construction sites included in the Project and to examine the
roods financed out of the proceeds of the Loan and auy records
. nd documents relevant to the Project; and (111{) shall furnish to
t.e Bank at regular ‘ntervals all such information as the Bank
shell reasonably vtequest concernirng the Project, its ccst and,
vhere appropriate, the benefits to be derived from it, the expen-
diture of the procseds of the Loen end the gooce and services
financed out of the proceeds of the Loan.

(c) Upon the award by the Borrower of any contract for
goods, works or services to be financed out of the proceeds of
the Loan, the Bank uay publish a description thereof, the name
and nationality of the party to waom the contract was awarded and
the contract price.

(d) The Borrower shall enable the Bank's representatives
to examine all plants, {ustallations, gites, works, buildings,
.roperty and equipment of the Borrower and any records and
Gocuments relevant to the obligations of thte Borrower under this
Lgreeuent.

(e) Prcumptly after cozpletiun of the Project, but in any
event not later than six months after the Closing Date or such
later date as may be agreed for this purpose tetween the Borrower
and the Bank, the Borrower shall prepare and furnish to the Bank
a report, of such scope and in such detail as the Bank shall
reasonably request, on the execution end initfal operztion of the
Project, its cost and the benefits derived and to be derived from
it, the performance by the Borrower and the Bank of their respec-
tive obligations under the Loan Agreezcat and the accomplishment
of the purposes of the Loan. :

Section 3.0C. Thne Borrower shall teke ell such action as
shall be necessary to ccquite as and when peeded 2ll such land
and rights in respect of 1and as ahall be required for the con-
struction and operation of the facilities included in the Project
and shall furnish tc the Bank, promptly after such acquisition,
evidence satisfuctory to the Bank that such land aod rights in
resyect of land are svallable for purposes related to the Pro-
Jject.




Section 3.C9. Tue Borrower shall, jointly with the Guaran-—
tor, takec, or cause to be taken, all action to ensure that the
Borrover s provided with suct supplies of electricity as ghall
be required by the Borrowe: for the efficient operation of the
Project.

Section 3.10. The Borrower shall take all action, as shall

be required to ensure that the execution and operation of the -

Project are carried out with due regard to ecological and envi-
ronmental factors and, as part of the foregolng, the Borrower

sna .

(a) meintain GEAMAM wich staff, functions and responsibili-
ties satisfactory to the Eank;

(b) cause GEAMAM to carry out site inspections at least
twice every vear thrcugh 1985, and ¢t least once annually there-
after, and to prepare and furnist to the Borrower a report, in
scope and content satisfactory io the Bank, after each of such
visits, such report to contain all observations and recomrenda-—
t{one of GEAMAM with regard to the environmentzl actiong being
carried out by the Borrover;

(¢) furrish to the Bank copies of the reparts referred to
in paragraph (b) above together with the Borrower's comments
thercon and a description of any action to be taken as a con-~
scquence of GEAYAM's recommendations;

(é) maintain the organizational arrangements a..3 staffing
prcsently in place or proposed to be established ¢or environ~
cental coantrol sctivities, including ar Internal [nv¢‘roumentel
Cotmio~icn (CIMA), with staff and functions satisia-iory toO the
Bank, at each the Carajas mine site znd the p.rt eite In Sao
Luis;

(e) not later than September 30, 1582 prepare, jointly with
appropriate environmental agencies of the Guarantor, a wOori pro-
gram, satisfactory to the Bank, related to the environment of the
Carajas Project (including envirvonmental zoning, ecological sta—
tions, aetting aside of counservation tracts, cstablishment of
buffer zones, biotic inventorizs, and other areas of environ-
mental protection), and thereafter carry out such work progranm,
jointly or with the assistance of such agencies, in a marrer and
accoriing to a timetable satisfactory to ‘he Bank.
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(f) not Ilster than Dccember 3!, 1982 prepare, and there-
after carry out, according te a timetable setisiactory to the
Bank, & polluticn contool program, satisfactory to the Bank,
including measures to control marine pollution, and dust, noise
and warer run off at ail conatruction sites of the Froject; and

(g) at the Bank's request, exchange views with the Bank on
the adequacy and progress of all environmental, ecological and
pollutisn cortroX actions undertaken by the Yorrower witn rtogard
t> the exscution and operation of the Project.

‘wctifon 3.11. The Bank and the Borcower agree that the ,
strcagchering of wmeasures to frotect the indigenous Amerindian L™
pcpulacion in the Cerajas Project Area 1is essential to the carry-

{ng out of the Project. To this end, the Borrower shall: '

(a) entcs into an agreement with FUNAI, satisfactory to the
Bank, providirg for the funding by the Borrower of the Speciel

Project; -

(b) take all pecessary acction to assist FUNAI to carry out
the <.ecial Project;

(¢) take ell action necessary to enable the Bank's staff to
have reasonable access tz such population (accozpanied at all
times by FUNAI's personnel) and to any information which the Bank
pay reasonably require with regard to the execution of the Spe-
cisal Prnject and to any Iurther measures being taken for the pro- o
tec: ion of the interests of the Axmerindian population in the <
Carajas Project Area; and — - )

(d) not amend, abrogate, waive or fail to comply or e=lorce
the agreecent referred *» in peragraph (a) of this Secuiom cr any
provision thereof.

Section 3.1Z. The Borrouwer shall: (a) at least six months
prior to the date on which such services are expected to start,
prepare a tariff cchedule, satisfactory to the Bank, for the
passenger and general cargo services to be provided by the rail-
way inclucded undecr Part B of the Project, which shall be suffi-
cient to cover the relevant ccsts incu_red as a consequence of
providing such services;

(b) put into effect such tariff gchedule on the date such
carge and passenger services are introduced on the railways; and
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(c) amend such tariff schedule from time to time in order
to reflect any increases in the cost of providing such services.

ARTICLE IV
Kanagerent and Gperations of the Borrower

Section 4.0l. The Borrower shall carry on {ts operations and
coaduct 1{ts affairs in accordance with sound administrative,
financial, business, engineering, port, railway and mining prac-
tices under the supervision of qualified and experienced manage-
meat assisted by coupetent staff in adequate uumbers.

Section 4.02. (a) The Borrower shall at all times take all
steps necessary to maintain {ts corporate existence and right to
carry on operations, including, without limitation, the Project,
and shall, ercept as the Bank may otnerwice agree, take all steps
necessary to acquire and to retain sach lend, {nterest in land
and properties and to acquire, maintain and renew such conces-
gsions. licenses, counsents, franchigses or other rights as may,
from tice to time, be npecessary or ugseful for the construction
ard efflcient operation of the facilities included in the Project
and the conduct of {ts tusiness.

(b) The Borrcwer shall not sell, lease, transfer or other-
7ice dispose of any of its property or assets which shall be
required for the efficient operation of {te business, including
the Project, except im th2 normal course of its business or with
prior agreecent of the Bank. :

ARTICLE V¥
Ficznciel Coversaats

Section 5.0l. The Bcrrower shall maintain records adequate
to reflect in accordance with consistently maintained appropriate
accounting practices {ts operations and financial condition.

Sectfon 5.02. (a) The Borrower shall: (i) have {its accounts
and financiel staterznts (balance sheets, statements of income
and expenses and related statecents) for each fiscal year
audited, in accordance with appropriate auditing principles con-
sistently applied, by independent auditors acceptable to the
Bank; (11) furnish to the Bank as soon as available, but in any
case not later than four months after the end of each such year,
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(A) certified coples of {its finoncial statements for such year as
gso audited and (B) the report of such audit by said auditors, of
sucn scope and in such detall as the Bank shall have reasonably
requested; and (114) furnish to the Bank such other information
concerning the accounts and financial statements of the Borrower
and the audit thereof as the Bank shall from time to time reason~

ably requeste.

(b) The financial statements referred to in paragraph (a)
of this Section ghall {nclude financial statements for the
Borrower and for the Borrower consolidated with the Controlled

Subgidiaries.

Section 5.03. (a) The Borrower represents that at the date
of this Agreement no lien exists on any of its essets as security
for eny debt except as otherwise curreantly reported to the Bank
or stated in writing.

(b) The Dorrowew undertakes that, except as the Bank shall
otherwise agree: (1) {f the Borrower skall create any lien on any
~f {its =assets as security for uny debt, such lien will equally
and ratably secure the payment of the principal of, and interest
and other charges om, the Loanm, and in the creation of any such
lien express provision will be made fo that effect, at no cost to
the Bank; and (ii) if any gtatutory lien shall be created on any
assets of the Borrower &s gecurity for anmy debt, the Borrowver
shall grant, &t no cost to the Benk, an equivalent lien satisfac-
tory to the Bank to secure the psyment of the principal of, and
jnterest end other chargesg on, the Loan; provided, howvever, that
the foregoing provisions of this paragraph shall unt apply to:
(A) any lien created on property, &t the tice of purchase there-—
of, sclely as gecurity for the peyment of the purchase price of
guch property; c¢r (B) any len arising in the ordinary course of
banking transactiouns and securing a debt maturing not more than
one year after the date on which it is originally incurred.

Section 5.04. Except as the Bank shall otherwise agree, the
Borrower shall not incur any debt, unless a reasonable forecast
of the revenues and expeniitures of the Borrower shows that the
projected internal casn generation of the Borrower for each
f{scal year during the term of the debt to be fincurred shall be
at least 1.5 times the projected debt service requirement of the
Borrower in such year on all debt of the Borrower including the
debt to be incurred. For the purposes of this Section:
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(a) The term "debt” means any indebtedness of the Borrower
maturing by its terms more than one year after the date on which
it is originally incurred. ’

(b) Debt shall be deemed to be incurred under a loan coan-
tract or agreement or other instrument providing for such debt or
for the modification of its terms of payment, on the date, and to
the extent, the amount of such debt has become outstanding pur—
suant to such contract, agreecent or ipstrument;

(c) The term “internal cash generation of the Borrower”
means gross revenues of the Borrower frca all sources lees all
operating expenses of the Borrower, including expenses account—
able to adzinistraticn, maintenance and taxes (or payments in
lieu of taxes), but before provision fcr depreciation and amorti-
zation of zssets and interest and other charges on debt.

(d) The term "debt service requirement”™ neans the aggregate
amount of amortization (including sinking fund payments, 1if any)
of, and interest and other charges on, debt.

(e) The term “reasonable forecast™ means a forecast pre-
parecd by the Borrower in the fiscal year in which the debt in
question 1s to be incurred, which both the Bank and the Borrower
ac..pt as reasonable and as to which the Bank has notified the
Borrower of {ts acceptability, provided that no event has
occurred since such notfficetion which has, or may reasonably be
expected i{n the future to have, a material adversz effect on the
€inancial condition or future operating results of the Borrower.

Section 5.05. Except as the Bank shall otherwise agree, the
Borrower shall, at all times, maintain a ratio of Current Assets
to ~uarrent Liebilitfes of not less tham 1.1 to 1 and a ratio of
Corsolideted Cuirent Assets to Consolfdated Current Liabilities
of not less than 1.2 to 1. '

(a) “Cvrrent Assets” means cash, accounts receivable and
due within tvelve rwmonths, marketable securities, pre—paid
expenses properly chargeable to operating expenses within the
next twelve months following the date in which such pre-paid
expenses were made, and all other assets which could, in the
ordinary course of tusiness, be converted into cash within twelve
months and "Consolidated Current Assets” means the aggregate of
the total Current Assets, as defined herein, of the Borrower and
the Controlled Subsidiaries; and
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(b) “Current Liabilities” means accounts due and payable
within twelve months, customer advances, income taxes, dividends,
bonusec and al)l other liabilities (including debt) which will
become due and payable or could, under circumstances then exist-
ing, be called for pavment pursuant to their terms, within twelve
months and "Consolijated Current Liabilities”™ means the aggregate
of the Current Liabilities, as defined herein, of the Borrower
and the Controlled Subsidiaries, excluding any debt owed by the
Borrower to any of the Controlled Subsidiaries or by the Coo~
trolled Subsidiery to the Borrower or to any other Controlled
Subsidiary.

Section 5.0G. Except as the Bank shall othervise agree, the
Borrower shall maintain at all tizes a ratio of debt to equity,
not greater than 55 to LS. For the purposes of thic Sectioa:

(a) The term “debt” means any indebtedness of the Borrower
maturing by its teras more than one year after the date on which
1t is originally incurred, provided, hcwever, that any such debt
which is due and payable in the fiscal year in which the calcula-
tion is made shall be excluded; and provided further, that the
Subordirated Convertible Debentures shall be excluded 1f the Bank
shall have approved the terms of their subordination.

(b) Debt shall be deemed to be incurred: (i) under a loan
contract or agreement or other imstrument providing for such debt
or for the modification of its terms of payment, on the date, acd
to the extent, the amount of such debt has become outstanding
pursuant to such contract, agreement oOT i{instrument; and (i{i)
under a guarantee ggreecent, on the date the agreemeat providing
for such guarantee has been entered into but only to the extent
that the guaranteed debt shall be outstanding.

(¢) The term "equity of the Borrower” means the sum of the
total wuniopaired pald-up capital, retained earnings and the
reserves of the Bcrrower not allocated to cover specific liabili-
ties.

Section 5.07. Wnenever for the purposes of Sections 5.04 and
5.06 of this Agreement, it shall be necessary to value, in terms
of the currency of the Guarentor, 2 debt payable in another cur—
rency, such valuation shall be made on the basis of the prevail-
ing lawful rate of exchange at which such other currency is, at
the tirme of such valuation, obtainmable for the purposes ot ser—
vicing such debt, or, in the absence of such rate, on the basis
of a rate of exchange acceptable to the Bank.
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Section 5.08. Unless the Bank shzll otherwise agree, the
Borrower shall not make, or cocmit {itgelf to make, in any one
fiscal year, any capital expenditure (other than an expenditure
required fcr the carrying out of the Project or to repair or
replace any facilities included 1in the Project) or any equity
investment or any 1loan, {f the sum of such expenditures or
inveetment or loan and all other capital expenditures, invest-—
mwents and loans (excluding those required for the carryirg out of
the Project or to repair or replace any facilities included in
the Project) made or to be made in such fiscal - year exceed or
will exceed the amounts set forth in thke Borrower's Investment
Prograa for such fiscal year by an amount equivalent to thirty
millfon dollars ($30,000,000) or wmore thirough 1985 or by an
amount equivalent to fifty million dollars ($50,G00,000) or more
from 1986 through the Completion Date, provided, however, that
any amounts not sgpent in one ycar for investments deferred for
physical or financial rezsons to the following years shall be
included in the Borrower's Investment Program for such foilowing
yeers.

Section 5.09. Until the Completion Date, thes Borrower shall:
(a) prepare and furnich to the Guarantor and the Bank, not later
than August 31 each year, a five-year forecast of the Borrower's
sources and uses of funds for the subsequent five years;

(b) not later than September 30 each year, exchange views
with the Guarantor and the Bank regarding the Borrower's finan-
cial requirenents for the next fiscal year ard the sources froz
which such requirements are to be met.

ARTICIE VI
Bemedies of the Benk

Section 6.0l. (a) For the purposes of Section 6.02 of the
General Conditions, the following additional events are specified
pursuant to paregraph (k) thereof:

(a) a change i: the Estatutos shall have been made, which
shall mwmaterislly and adversely affect the operations or the
financial coudition of the Borrower;

(b) a Subsidiary shall have been established or acquired by
the Borrower, or the Borrower shall have made a financial commit-
ment Iin or with regard to any of {its subsidfaries and such estabt—
lishment, acquisition or financfal commitment shall, materially
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and adversely, affect the operations and financial coandition of
the Borrower;

(c) (1) Subject to subparagraph (11) of this paragraph:

(A) The right of the Borrower tc withdraw the
proceeds of any loan mede to the Borrower for
the financing of the Project shall have been
suspended, cancelled or terminzced in whole
or in part, pursuant to the terms of the
agreenent providing therefor, or

(B) any such loan shall have becom¢ due and pay-
able prior to the agreed maturfity thereof.

(41) Subparagraph (i) of this paragraph shall not apply
{f the Borrower establishes to the satisfaction of
the Bank that: (A) such suspencion, cancellstion,
termination or prematuring {8 wnot caused by the
<gflure of the Borrower tc perform any of ics
obligetions under such agreement, and (B) ade-uate
funds for the Project are .wa’lable to thk> Bor-
rover froa other sources on terms and conditions
consistent with the obligations of the Borrowver
vnder this Agreement.

Section 6.02. For the purposes of Sectfon 7.0l of the
General Conditions, the followinz events zre specified pursuant
to paregraph (h) thereof:

(a) The event specified in paragreph (b) of Section 6.0l of
this Agreement shall occur and shall continuve for a period of 30
days after notice thereof shzll have been given by the Bank to
the Borrower;

(b) tbhe events specified in paragraph (c) (1) (B) of
Section 6.01 of this Agreement shall occur, subject wo the
proviso of subparagraph (14) of that paragraph; and

(c) the =vent specified in paragraph (a) of Section 6.0l
. shall occur.
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ARTICLE VII
Effective Date; Terminztion

Section 7.0l. The following events are specified as addi-
cional conditions tn tr> effectivencss of the Loap Agreement

wituin the meaning of Section 12.0l (c) of the General Condi-

tions:

(a) the Loan Agreement h2s been duly registered by Banco
Central do Brasil;

(b) the parties providing for the Japanese Import Loan, the
KfW Loan, the ECSC Lloan, the Jepanege Exim Bank Direct Loan, and
the Japanese Commercial Banks Loan have notified the Zack that
all conditione precedent to the first disbursement of the Japa-
nese Import ILcan, the K{W Loan, the ECSC Loan, the Japanese Exim
Bank Direct Loan ani the Japanese Commercial Banks Loan have beean
fulfilied, subject only to the effectiveness of this Agreement if

such be the case;

(c) 0ll necessary acts, consents and approvals to be per—
forzed or given ty the Guarantor, ’ts political subdivisions or
agencies or by any agency of any political subdivisfoa 1o orcer
to zuthorize the Borrower to start csTrying out the Project have
been performed or given.

Section 7.02. The following are specified as edditional
natters, within the meaning of Section 12.02 (c) of the General
Conditions, to be included 4n the opinion or opinions .to be
€urnished to the Bank:

(a) that the Loen Agreement has becen duly registered by
Banco Centrel do Brasil;

(b) that the Farrower is duly guthorized and existing under
the Laws of the Guarantor and has full power and authority to
carry out and operate the Project, to cwn the assets and proper-—
ties and to own and carry on the business which it owns eud
carries and proposes to own and carry onj; that all acts, fran-
chises, concessions, counsents and approvals necessary to start
carrying out the Project have been duly and validly perforumed or
given; and that all easeoents, licenses, coansente, franchises or
other rights or privileges as may be necessary or useful to start
carrying out the Project have been duly obtained or that the
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arrangements for the acquicition t.ereof are valfd and binding
obligations of the parties thereto; and

(c) thet ail acts, consents and approvals referred to in
peragraph (c) of SectZlon 7.01 of this Agreeament, together with
all pecessary powers and rights in connection therewith, have

been duly and validly performed, given c= authorized.

for the purpose of Section 12.04 of the General Conditions-
AETICLE VIIL

Adéresszes

Section 8.01. The following a2ddresses are specified for the
purposes of Section 11.01 of tne Genceral Conditions:

For the Bank:

Intarnational Bank for
Reconstruction and Developaeut

1818 H Street N.W.

Washingtca, D.C. 20433

United States of America

Cable address: Telex:
INTBAFRAD 440098. (LTT)
Washington, D.C. 248423 (RCA) or

64145 (WUI)

For the 2orrowver:

Cozpanhia Vale do Rio Doce
Av. Presidente Wilson, 231, 28° andar
20030 Rio de Janeiro

Brazil

Cable address: Telex:
VALERIODOCE 212:975
Rio de Janeiro 2123205

2123162

Section 7.03. The datM /S/ /582 16 hereby specified
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IN WITNESS WHEREOF, the wnarties hereto, acting through their
representatives thercuntc duly authorized, have caused this
Agreement to be signed in thelr respective names in the District
of Columbia, Unjted States of Amerlca, as of the day and year
first above writien.

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOFMENT

By//;}/ (141, ﬂla@w‘u
Acting Reglonal Vice Presfdent
Latin America and the Caribbean

COMPANKIA VALE DO RIO DOCE

Authorized Representative

fo1 S Znoencte

Authorized Representative
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SCHYDULE 1
Withdrawal of the Proceeds of the Loan

) B The table below sets forth the Categories of ftems to be

financed our of the proceeds of the Loan, the allccation of the
amounts of the Loan to each Category and the percentage of 4
expenditurcs for items so to be financed in each Category: o8
e
Amount of the Eg?
Loan Allocated % of pe
(Expressed in Exnend{itures 5
Category Dollar Equivalent) to te Financed Z
(1) Equipment and
zachinery (in-
cluding where
applicable ex-
penditures for
erection and
installation)
(a) mining 13,000,000 )
equipment )
) 100Z of for—
(b) railway 174,600,000 ) eign expendi-
equipment ' ) tures and
) 100Z of the
(c) port 6.500,000 ) _ ex-factory
equipzent ) cost 1f
) locally pro-
) duced
)
(2) Construction 29,100,000 )
steel )
(3) Civil Works 15,500,000 30%
(under Parts
A and D of
the Project)
(4) Technical 9,100,000 100Z
Assistarce
(5) Fee 4,500,000 Amount due
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Amount of the

Loan Allocated % of
(Expressed in Expenditures
Category Dollar Equivelent) to be Financed
(6) Unallocated 52,200,000
TOTAL 304, 500,000

Emms R e ]

. 2. For the purposes of this Schedule the term “foreign expendi-
tures”™ means expenditures in the currency of &ny country other
than the Guarantor and for goods or services supplied froer the
territory of any country other than the Guarantor.

3. The disbursement percentages have been calculated in com-
plianc. ~ith the policy of the Bank that no proceeds of the Loan
shall e disbursed on account of payments for taxes levied by, or
{a the territory of, the Guarantor on goods cr services, or on
the importation, manufacture, procurement or supply thereof; tou
that end, if the amount of any such taxes levied on or in respect
of any itcm to be financed out of the proceeds of the Loan
decreases or increaces, the Bank may, by notice to the Borrower,
{ncreece or decreasze the disbursement percentage then applicable
to such “<em as required to be censistent with the aforementioned

policy of the Bank.

4. Notwithstanding the provisfons of paragraph” 1 above, mno
vithdravals suall be wmade in respect of: (a) payrnents wmece for
expenditures prior to the dste of this Agreemen’; acd (b) pay—
ments for taxes levied by, or in the territory of , the Guarantor
on goods or servicee, or om the {omportation, manufacture, pro-
curecent or supply thereof.

S. Notwithstanding the allocation of an amount of the Loan or
the disbursement percentages set forth in the table ia paragraph
1 above, if the Bank has reasonably estimated that the amount of
the Loan then allocated to any Category will be insufficient to
finance the agreed percentage of all expenditures in that Cate-
gory, the Bark may, by notice to the Borrower: (i) reallocate t-
such Category, to the extent required to meet the estimat=d
shoztfall, proceeds of the Loan whZch are then allocated to
another Category and which in the opiuion of the Bank =22 not
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needed to meet otuer expenditures, and (1{1) 1{f such reallocation
cannot fully meet the estimated shortfall, reduce the disburse-
ment percentage then applicable to such expenditures in order
that further withdrawals uader such Category may continue uncil
all expenditures thereunder shall have been made.

6. If the Bank shall have reasonably determined that the pro-
curement of any item {n any Category is inconsigtent with tne
procedures set forth or referred to {n this Agreement, 10 expen-—
ditures for such jtem shall be financed out of the proceeds of
the Loan and the Bank may, without in any way restricting or
limiting any other right, power or remedy of the Bank under the
Loan Agreement, by notice to the Borrower, cancel such eoouat of
the Loza 1s, in the Bank 's reasonable opinion, represeants the
amount of such expenditures which would otherwise have been elig-
{ble for financing out of the proceeds of the Loan.




SCHEDULE 2
Description of the Project

The Project is the construction and start—up of facili:ies
(including the acquisition and installation of equipment pertain-
ing thereto) designed fc:- the mining, beneficiation and trans-—
portaticn of iron ores from the Cearajas deposits located in the
State of Para, to provide for production and export of about
thirty five millicn metric tons per annua of 1iron ore. The Pro-
ject consists of the following:

Part A: (1) Construction of facilities for open-pit m=mining,
and provision and utilization of equipment there-

for:

(2) Constructfon of facilities for the beneficiation
of the iron ore; and

(3) Construction of related on-site supporting facili-
ties.

Part B: Construction and equipping of & railroad line of about
890 kilometers from the Carajas mine site to the port
at Ponta da Madeira in the State of Maranheo, including
supporting contral systens and maintensnce facilities.

Part C: Censtvuction ani equipping of a 280,000 dwt capacity
deepwater port at Ponte de Madeira, including lcading
facilities for a throughput of about 35 million metric
tons per year of iron ore.

Part D: (1) Conatruction of a townsite adjacent to the Carejas
rdne site, including infrastructure end community
services end facilities adequate for a population
of about 14,000, housing adequate for an initial
population of about 10,000 by the Completion Date,
aad the reserving of about 1,000 lots for
additional service workers to be settled in the
townsite subsequently.

(2) Construction of about 280 housing units and commu-
pity facilities in the following locetions along
the railroad line tc be constructed under the Pro-
ject: Parauapebas, Rosario, Vitoria do Mearim,




< 24 =

Santa Ines, Nova Vida, Pequia, Km 650 and Harabha;
and

(3) Execution of a land use and zoning plan 1o the
port-railway terminal area in Sao Luis, State of
Maranhao, and the construction of about twenty
housing units in such area for the Borrower's

emrloyees.

Physical conetruction of all the facilities included in the
Project is expected to be completed by December 31, 1986.
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SCEEZDULE 3
Azmortization Schedule

Payzment of Principal
Date Payment Due ' (expressed in dollars)*

On each April 15 and October 15

beginning April 15, 1986

through  April 15, 1957 12,685,000
On October 15, 1997 12,745,000
* The figures in this column represent dollar equivalents

determined as of the respective dates of withdrawal; see
General Conditions, Section 3.04.
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Preriums oo Prepay=ent

The following percentages are specified as the premiums
payable on repayment in advance of maturity of any portion of the

principal amount of the Loan pursuant to Sectiom 3.04 (b) of the
General Couditions: ’

Time of Prepayment Premiun

Not more than three years
before maturity 2.30

More than three years but not
more than six years before
maturity &4.65%

More then six years but not
pnore than eleven years
before maturity 8.50%

More than eleven years but not
more than thirteen years
before maturity 10.05%

More than thirteen ycars
before maturity 11.60%

SAE
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SCHFDULE &
Procure=mssnt

A. International Competitive Biddinz

1. Except as provided in Part C hereof, goods and civil works
shall be procured under contracts awarded in accordance with pro-—
cedures consistent with those set forth in the current edition of
the "Guidelines for Procurement under World Bank Loans and IDA
Credits”™ published by the Bank in March 1977 (hecreinafter called
the Guidelines), on the basis of international competitive bid-
ding &8 described in Part A of the Guidelines.

2. For gcods and works to be procured on the basis of inter-—
national competitive bidding, and in addition to the requirements
of paragraph 1.2 of the Guidelines, the Borrower shall prepare
and forward to the Bank as soon as possible, and in any event not
later than 60 days prior to the date of availability to the pub-
11c of the: first tender or prequalification documents relating
thereto, as the cese may be, a general procurement notice, in
such form and detail and containing such informstion as xhe Bank
shall reascnably request; the Bank will srrange for the publica-
tion of such notice in order to provide timely notification to
prospective bidders of the opportunity to bid for the goods and
works in question. The Borrower shall provide the recessary
inforration to update such notice annuelly so long as amy goods
or works remain to be procured on the basis of icternational com-—
petitive bidding.

3. For bidding purposes, the goods and civil works to be pro-
cured in accordeance with the provisions of paragraph 1 above
shall be grouped in about 31 and 4 bidding packages satisfactory
to the Bank, respectively. .

4. For the purpose of evaluation and comparison of bids for the
supply of goods to be procured on the basis of international com-—
petitive bidding: (i) bidders shall be required to state in their
bid the c.{.f. (port of entry) price for the ZIuported goods, or
the ex-factory price or off-the-shelf price of other goods
offered in such bid; ({{) customs duties and other import taxes
levied in connection with the importation, or the sales and simi-
lar taxes levied In connection with the sale or delivery, pur-
suant to the bid, of the goods shall not be taken into account in
-the evaluatifon of the bids; and (1i1) the cost of inland freigh*
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and other expenditures {fncidental to the delivery of the goods to
the place of their use or fnstallation shall be included.

B. Preference for Domestic Manufacturers

In the procurement of goods {in accordance with the proce-
dures described in Part A of this Schedule, goods manufactured in
Brazil may be granted a margin of preference in accordance with,
and subject to, the following provisiouns:

1. All bidding documents for the procurement of goods
shall clearly indicate any preference which will be granted, the
{nformation required to establish the eligibility of a bid for
such preference and the following methods and stages that will be
fcllowed in the eveluation and comparison of bids.

2. After evaluation, responsive bids will be classified in
one of the following two groups:

(1) Group A: bids offering goods manufactured in
Brazil if the bidder shall have established to the
gatisfaction of the Borrower and the Bank that
such goods contain components wmanufactured in
Brazil equal to at least 50 of the value of the
corplete goods.

(2) Group B: bids of fering any other goods.

3. In order to determine the lowest evaluated bid of each
group, all evaluated bids in each group shall ffrst be compared
among themselves, without taking {nto account customs duties and
other fmport taxes levied in connection with the {mportation, and
sales and similar iaxes levied 1in coanection with the sale or
delivery, pursuant to the bids, of the goods. Such lowest eva-
luated bids shall then be compared with each other, and 1f, as a
result of this coaparison, a bid from group A is the lovest, it
shall be selected for the award.

4. 1f, as a result of the comparison under paragraph 3
above, the low.st bid {s a bid from group B, all group B bids
shall be further compared with the lovest evaluated bid from
group A after adding (1) to the c.i.f. bid price of goods to be
fmported in each group B bid an amount equal to the smaller of
(A) the amount of customs duties and other import taxes which a

nou-exempt importer would have to pay for the importation of
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goods offered in such group B bid, or (B) 15Z of the c.i.f. bid
price of such goods, and (11) to the ex—factory bid price of
goods supplied domestically offered in each group B bid an amourt
equal to the smaller of (A) the amount of customs duties and
other import taxes which would be levied on the goods offered in
such group B bid if they originated from the same foreign couatry

as the bid included in group B wvhich enjoys the lowest customs.

duties and other import taxes, or (B) 15Z of the ex—factory bid
price of such goods. If, as a result of this comparison, the bid
from group A is the lowest, it shall be selected for the award;
1f not, the lowest evaluated bid from group B, as determined
under paragraph 3 above, shall be selected for the award.

C. Other Procurement Procedures

Contracts for the procurement of goods, estimated to cost
the equivalent of less than $300,000 each, shall be awarded
through limited international tendering after obtaining quota-
tions from a group of potential suppliers broad enough, under the
circumstances, to assure competitive prices, in at least three of
the countries and territories eligible under the Guidelines, pro-
vided that the total amount of contracts entered into under this
paragraph shall not exceed in the aggregate the equivalent of
$5,000,000. The evaluation and comparison of quotations obtained
through limited international tendering and the award of con-
tracts for the goods 8o to be procured shall be made in
accordance with procedures consistent with those set forth in
Part A of the Guidelines except that no margin of preference
otherwise applicable under paragraph 3.9 of such Part of the
Guidelines shall be allowed.

D. Review of Procurement Decisions by the Bank

1. Review of invitations to bid and of proposed avards and
final contracts:

With respect to all contracts for civil works and all con-
tracts for goods estimated to cost the equivalent of $5,000,000
or more:

(a) Before bids are invited, the Borrower shall furnish to
the Bank, for {ts comments, the text of the {nvitations to bld
and the specifications and other bidding documents, together with:
a description of the advertising procedures to be followed for
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the bidding, and shall make such modifications in the said docu-
ments or procedures as the Bank shall reasonably request. Any
further modification to the bidding documents shall require the
Bank's concurrence before it is issued to the prospective bid-
ders.

(b) After bids have been received and evaluated, the
Borrower shall, before a final decision on the award 1is made,
{nform the Bau" of the name of the bidder to which it intends to
avard the contract and shall furnish to the Bank, In sufficient
time for its review, a detailed repor: on the evaluation and com-
parigson of the bids received, and cuch other information as the
Bank shall reasocnably request. The Bauk shell, if it determines
that the intended award would te inconsistent with the Guidelines
or this Schedule, promptly inform the Borrower and state the rea-
gons for such determination.

(c) The terms and conditions of the contract ahall not,
without the Bank's concurrence, materially differ from those on
which bids were asked or prequalification was invited.

(d) Two conformed copies of the contract shall be furnished
to the Bank promptly after its executfon end prior (. the subais-—
sion to the Bark of the first application for withdrawal of funds
from the Loan Account in respect of such contracte.

3. With respect to each contract not governed by the preceding
paragraph, the Borrower shall furnish to thé Bank, promptly after
its execution and prior to the submission to the Bank of the
first application for withdrawal of funds frcm the Loan Account
in respect of such contrant, two conformed copies of such
. contract, together with the analysis of the respective bids,
recommendations for award and such other infcrmation as the Bank
shall reasonably request. The Bank shall, if it determines that
the award of the contrect was not consistent with the Guidelines
or this Schedule, promptly inform the Borrower and state the
reasons for such determination.

4. Before agreeing to any materfal modiffcation or walver of
the terms and conditions of a contract, or granting an extension
of the stipulated tice for performance of such contract, or issu-
ing any change order under such contract (except in cases of
extreme urgency) which would increase the cost of the contract by
more than 10X of the original price, the Borrower shall inform
the Bank of the proposed wodification, waiver, extension or
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change order and the reasons therefor. The Bank, if it determines
that the proposal would be inconsistent with the provisions of
this Agreement, shall promptly inferm the Borrower and state the

_31_
reasons for its determination.

MA

.

T,




INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

CERTIFICATE

I hereby certify that the fcregoing is a true
copy of the original in the archives of the Interna-
tionsl Bank for Reconstruction and Deveiop-
ment.

In witness whereof I have signed this Certifi-

cate and affixed the Seal of the Bank thereunto

this _Aizzﬁ_day of‘,ﬁ:ﬂ%, 198 2.

S W.Cg

FOR SECRETARY




