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1. Amforp representatives visited Embassy Tuesday to report t
Marcondes Ferrax, following talks with President Castello Branco V
and cabinet members and further consultation with interministerial
committee, had stipulated following new conditions§ (A) payment X
for items accrued since January 1, 1963 to be lowered from N
$10 million to $6.9 million largely as result increase in depre- <
ciation allowance, (B) this amount to be paid over 10 years 3
instead of 5 years as previously agreed, and (C) contract would no%
be presented to congress for approval.

2. Edwin Ford, Amforp legal counsel, arriving US Wddnesday morning
to convey news this development to Sargent and Nydorf prior their
oo e - «¥1isit to Department same day to discuss status of negotiations,

S 243, Acoompanied by Elwood, I met with Campos, Milhoes, Ferra,
;T”" Benedito Dutra and majority of members interministerial committee
el &t 10PM Tuesday. After my exposition of history of recent

{ hoptin, t-lanfiegotiations and explanation my concern as possible reactions
|FRR s TR US to latest developments, discussion centered exclusively
e -w—Gn how best to justify payment of $10 million, and there was no Rmx%
. . _ .. ___further effort to reduce it. It was agreed to abanden justifica-
g T fion based on list of current items, which was felt to be exposed
e "to tooy many political objections. Justification to be based

S el S | instead along following lines: change in date of purchase m=ans
$13.3 million due AMFORP as interest under original agreement;

i;tj:;:ﬁfy/'hpwever, during negotiations Amlorp accepted a reduction to $10
S —illion ( equivalent to 43/4% interest on $142.7 million),
i Fil akreed extend grace pekiod to July 1967, and alsc defined

ey i s

“reinvestment obligation in terms favorable to Petrobras.

: /‘7“‘”

[ [k _/4%? 4% GOB side pleaded for extension payment Term for $10 million
L eifinds g

¥
1
i

10 years on grounds 15 year payment term on current items
crued December 31, 1962 would make payment over 5 years difficult
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justify. We hope Amforp will acceyl iese new terms in interest
facilitiating concgressional approval here,

5. Contract as such will not be subject to congressional approval
as this would set bad precedent for GOB which holds that only
treaties and military agreements require ratification. However,
congressional approval is necessary for treasury guarantee (as

in case IBRD loans) and GOB inasking this approval will be securing
implicit congressional ratification of contract terms. We

believe this will have political effect desired by AbMforp.

6. If these terms agreed, GOB will complete rapidly preparation
of contract and docthmentation for presidential message to
congress defending terms. We agree that contract signature and
transmittal of message to congress should take place same day
so as to give GOB publicity initiative.
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