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(Japanese Note)

Brasilia, June 30, 2011
Excellency,

I have the honour to confirm the following
understanding recently reached between the representatives
of the Government of Japan and of the Government of the
Federative Republic of Brazil concerning a Japanese loan to
be extended with a view to promoting the development
efforts of the Federative Republic of Brazil:

1. A lcan in Japanese yen up to the amount of forty-nine
billion nine hundred and ninety-six million yen
(¥49,996,000,000) (hereinafter referred to as “the Loan”)
will be extended, in accordance with the relevant laws and
regulations of Japan, to Companhia de Saneamento Bésico do
Estado de S3o Paulo and Estado do Pard (hereinafter
referred to as “the Borrowers”) enumerated in Column 2 of
the Annex attached hereto (hereinafter referred to as “the
Annex”) by the Japan International Cooperation Agency
(hereinafter referred to as “JICA”) for the purpose of
implementing in the Federative Republic of Brazil, in
accordance with the relevant laws and regulations of the
Federative Republic of Brazil, the projects enumerated in
Column 1 of the Annex according to the allocation for each
project as specified in Column 3 of the Annex.

2. (1) The Loan will be made available by loan
agreements to be concluded between the Borrowers and JICA.
The terms and conditions of the Loan as well as the
procedures for its utilization will be governed by the said
loan agreements, within the scope of the present
understanding, which will contain, inter alia, the rate of
interest, the repayment period and the disbursement period
enumerated respectively in Columns 4, 5 and 6 of the Annex.

(2) Each of the loan agreements mentioned in sub-
paragraph (1) above will be concluded after JICA recognizes
the feasibility, including environmental consideration, of
the projects enumerated in Column 1 of the Annex to which
such loan agreements relate.
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(3) The respective disbursement periods enumerated in
Column 6 of the Annex may be extended with the consent of
the authorities concerned of the two Governments.

3. The repayment of principal of the Loan extended to the
Borrowers, as well as the payment of interest and any other
charges thereon, shall be guaranteed by the Government of
the Federative Republic of Brazil, subject to the
completion of the Brazilian domestic procedures for the
approval of the guarantee.

4. (1) The Loan will be made available to cover payments
to be made by the Brazilian executing agencies to
suppliers, contractors and/or consultants of eligible
source countries under such contracts as may be entered
into between them for purchases of products and/or services
required for the implementation of the projects enumerated
in Column 1 of the Annex, provided that such purchases are
made in such eligible source countries for products
produced in and/or services supplied from those countries.

(2) The scope of eligible source countries mentioned
in sub-paragraph (1) above shall be agreed upon between the
authorities concerned of the two Governments.

(3) A part of the Loan may be used to cover eligible
local currency requirements for the implementation of the
projects enumerated in Column 1 of the Annex.

5. The products and/or services mentioned in sub-
paragraph (1) of paragraph 4. shall be procured in
accordance with the guidelines for procurement of JICA,
which set forth, inter alia, the procedures of
international competitive bidding to be followed except
where such procedures are inapplicable or inappropriate.

6. With regard to the shipping and marine insurance of
the products purchased under the Loan, the two Governments
shall refrain, within the scope of the relevant laws and
regulations of their respective countries, from imposing
any restrictions that may hinder fair and free competition
among the shipping and marine insurance companies of the
two countries.

7. Japanese nationals whose services may be required in
the Federative Republic of Brazil in connection with the
supply of the products and/or services mentioned in' sub-
paragraph (1) of paragraph 4. shall be accorded, in
conformity with the appropriate Brazilian legislation and
regulation on foreigners, such facilities as may be
necessary for their entry into the Federative Republic of
Brazil and stay therein for the performance of their work.
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8. The Government of the Federative Republic of Brazil
shall take necessary measures to ensure that the Borrowers
will assume the obligation of payment of all fiscal levies
and taxes imposed in the Federative Republic of Brazil on
and/or in connection with the Loan as well as interest
accruing therefrom.

9. The Government of thé Federative Republic of Brazil,
by means of Brazilian relevant laws and regulations in
force, shall take necessary measures to ensure that the
Borrowers will comply with the obligations that:

(1) the Loan be used properly and exclusively for the
projects enumerated in Column 1 of the Annex;

(2) the safety of persons engaged in the
implementation of the projects enumerated in Column 1 of
the Annex and of the general public of the Federative
Republic of Brazil be ensured and maintained in
constructing the facilities under the Loan and in using
such facilities; and

(3) the facilities constructed under the Loan be
maintained and used properly and effectively for the
purpose prescribed in the present understanding.

10. The Government of the Federative Republic of Brazil,
through the Secretary of International Affairs of the
Ministry of Planning, Budget and Management, shall, upon
request, furnish the Government of Japan and JICA with:

(1) information and data concerning the progress of
the implementation of the projects enumerated in Column 1
of the Annex; and

(2) any other information related to the projects
enumerated in Column 1 of the Annex.

11. The two Governments shall consult with each other with
respect to any matter that may arise from or in connection
with the present understanding.

12. The Annex shall form an integral part of the present
Note.
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If the understanding set out above is acceptable to
the Government of the Federative Republic of Brazil, I have
the honour to suggest that this Note and Your Excellency’s
Note in reply confirming on behalf of the Government of the
Federative Republic of Brazil the foregoing understanding
shall constitute an agreement between the two Governments,
the text of which shall be established as authentic and
definitive on the date of Your Excellency’s Note in reply
and which shall become effective upon the receipt by the
Government of Japan of the written notification from the
Government of the Federative Republic of Brazil that the
Brazilian Senate has approved the loan agreements mentioned
in sub-paragraph (1) of paragraph 2. and the guarantee
mentioned in paragraph 3.

I avail myself of this opportunity to renew to Your
Excellency the assurance of my highest consideration.

(Signed) Takeaki Matsumoto
Minister for Foreign Affairs
of Japan

His Excellency

Mr. Antonio de Aguiar Patriota
Minister of External Relations

of the Federative Republic of Brazil
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Annex
Column 1 Column 2 | Column 3 Column 4| Column 5 Colunn 6
- Disbursement
period (after
. Maximum Rate of | Repayment the date of
project Borrower amount interest| period coming into
force of the
loan agreement)
T. Non Revenue |Companhia de| 33,584 T.70% |eighteen four (4) years
Water Control |Saneamento | million (18) years
Project in  |Basico do Yen  [The part 0.0T% |after the
Sao Paulo Estado de concerning grace
State Sao Paulo payments to period of
consultants seven (7)
cars |
2. Belem Estado do 16,412 0.50% |twenty (20) |Eive (5) years
Metropolitan |Para million years after |and six (6)
Trunk Bus Yen The part 0.01% |the grace months
System concerning period of
Project payments to ten (10)
consultants years

Total amount:

KH

49,996 million Yen
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(Brazilian Note)

Brasilia, June 30, 2011

Excellency,

I have the honour to acknowledge the receipt of Your
Excellency’s Note of today’s date, which reads as follows:

“ (Japanese Note)”

I have further the honour to confirm on behalf of the
Government of the Federative Republic of Brazil that the
foregoing is also the understanding of the Government of
the Federative Republic of Brazil and to agree that Your
Excellency’s Note and this Note in reply shall constitute
an agreement between the two Governments, the text of which
shall be established as authentic and definitive on the
date of this Note in reply and which shall become effective
upon the receipt by the Government of Japan of the written
notification from the Government of the Federative Republic
of Brazil that the Brazilian Senate has approved the loan
agreements mentioned in sub-paragraph (1) of paragraph 2.
and the guarantee mentioned in paragraph 3.

I avail myself of this opportunity to renew to Your
Excellency the assurance of my highest consideration.

(signed) Antonio de Aguiar Patriota
Minister of External Relations
of the Federative Republic of Brazil

His Excellency

Mr. Takeaki Matsumoto
Minister for Foreign Affairs
of Japan
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