CIRCULAR Nº 2,826/98

Regulates provisions of Resolution 2,515, of 06/29/1998, regarding criteria for accreditation and authorization of foreign credit operations in the interest of States, the Federal District, Municipalities, and self-governing bodies, foundations and companies thereof, including colleagued, controlled, affiliate and subsidiary companies thereof, and of self-governing bodies, foundations and non-financial companies of the Union, including colleagued, controlled, affiliate and subsidiary companies thereof, without guarantee of the Union, and amends Article 4 of Circular 2,384, of 11/26/1993.


The Collegiate Board of Directors of the Central Bank of Brazil, in view of provisions of Resolution 2,515, of 06/29/1998,

D E C I D E D:


Article 1 - Article 4 of Circular 2,384, of 11/26/1993 is hereby amended to read as follows:


“Article 4 - In case of a public sector entity, such entity shall, before any decision to gain access to external markets for the purposes mentioned in Article 1 hereof, communicate such intention to the Central Bank of Brazil - Department of Foreign Capital - FIRCE.


Sole Paragraph - The communication mentioned in this Article 4 shall be accompanied by a preliminary decision issued by the National Treasury Secretariat.”


Article 2 - Upon request for decision by the National Treasury Secretariat, the States, the Federal District, Municipalities, and self-governing bodies, foundations and non-financing companies thereof, including colleagued, controlled, affiliate and subsidiary companies thereof, as well as self-governing bodies, foundations and non-financial companies of the Union, including colleagued, controlled, affiliate and subsidiary companies thereof, shall submit a payment schedule including a list of creditors, amounts, terms and costs of operations to be settled with the foreign resources to be obtained, under Article 1(a) of Resolution 2,515, of 06/29/1998.


Sole Paragraph - While not used in settlement of such obligations, the proceeds of the foreign loan shall remain deposited in an earmarked account to be opened in a federal financial institution which shall take the measures to ensure that such proceeds are used for the purpose envisaged.


Article 3 - The deposit mentioned in Article 1(b) of Resolution 2,515, of 06/29/1998, shall be made in an earmarked account to be opened in a federal financial institution in order to guarantee the payment of the foreign loan principal and interests.


Article 4 - The interested entity shall submit, upon requesting accreditation with the Central Bank of Brazil - Department of Foreign Capital - FIRCE:


a) documentation evidencing that the foreign creditor (underwriter, in case of issued securities) holds a risk rate equal to or higher than “BBB” (or its equivalent), or that traditionally maintains financial relations with Brazil;


b) a written statement by the foreign creditor (underwriter, in case of issued securities), in a form to be defined by the Central Bank of Brazil, to the effect that such creditor acknowledges that the operation shall not count with guarantee of the Union, and that the clause mentioned in Article 1(d) of Resolution 2,515, of 06/29/1998, shall be included in the agreement to be executed between the parties.


Sole Paragraph - Absence of the clause mentioned in this Article 4(b) above shall render the registration with the Central Bank of Brazil impossible.


Article 5 - A State bank, upon requesting previous authorization for executing a foreign loan, shall submit the documentation mentioned in Article 4(a) above, as well as evidence that such bank holds, in a major risk assessing international agency, a risk rate equal to or higher than the risk held by the Union in such agency.


Article 6 - This Circular is effective upon publication.


Article 7 - Circular 2,755, of 05/22/1997, is hereby revoked.


Brasília, June 29, 1998.


Francisco Lafaiete de Pádua Lopes


Director
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