ELETROBRAS -Centrais Elétricas Brasileiras S.A.

MINUTES OF THE SEVENTY-SECOND EXTRAORDINARY STOCKHOLDERS’ GENERAL MEETING OF CENTRAIS ELÉTRICAS BRASILEIRAS S.A. – ELETROBRAS

On April twenty, nineteen eighty-eight, at four p.m., on a first call at the head office of the Company, located at  Setor Autarquias Norte, Rua Dois, PETROBRÁS’ Building, quarto [fourth] andar [floor], in Brasília, Distrito Federal, with the presence of representatives of stockholders holding common stocks with voting right in a number sufficient for the legal enforceability of the present General Stockholders’ Meeting, according to the records set out on page 2 of the Stockholders’ Book of Attendance nº 3, the Seventy-Second Extraordinary Stockholders’ General Meeting of Centrais Elétricas Brasileiras S.A – ELETROBRÁS, was held, a open corporate, enrolled in the Corporate Taxpayer’s Roll under number 00001180/0001-26. Pursuant to provisions set out in item c of article 30 of the Company’s By-Laws, the President, Mr. MARIO PENNA BHERING was appointed president of the Meeting and invited me, Mr. PAULO PROCOPIAK DE AGUIAR, Director of the Company, to act as secretary to the general meeting, under the provisions article 35 of the Company’s By-Laws. After the Presiding Board of the general meeting was constituted, the President declared the 72st Extraordinary Stockholders’ General Meeting opened and informed that the general meeting was lawfully called through invitation notices published in the following newspapers: Union Official Gazette. O Estado de São Paulo, Gazeta Mercantil, O Globo, Jornal do Brasil, Correio Brasiliense, Jornal de Brasília, Estado de Minas, and others, on April 10, 11, 12 and 13, on April of the current year, with the following wording: “MINISTRY OF MINES AND ENERGY - Centrais Elétricas Brasileiras S.A. – ELETROBRÁS – (Open Corporate), C.G.C. [Corporate Taxpayer’s Roll] no. 00001180/0001-26 – Call Notice – 72nd Extraordinary Stockholders’ General Meeting. First Call. The Stockholders are invited to attend the General Extraordinary Stockholders’ Meeting to be held on April 20, 1988, at 4 p.m., at the headquarters of the Company, located at Setor de Autarquias Norte, Rua Dois, PETROBRÁS Building - quarto [fourth] andar [floor], in Brasília, Distrito Federal, in order to deliberate upon the following subjects: 1. Alteration of the By-Laws. Inclusion of article relative to the administrative measures provided for the Recitals E.M. 139/88 of the Ministry of Finance, approved by the President of the Republic; 2. verification and approval of ELETROBRÁS capital stock increase pursuant to the provisions set forth in Decree no. 95.790, dated March 7, 1988, relative to the conversion of the compulsory loan credits, according to the deliberation of the 71th Extraordinary Stockholders’ General Meeting, held on March 29, 1988, with the resulting change to the 6th article of the By-Laws; 3. Set the term for the delivery of the stocks certificates; Brasília, April 7, 1988. (signed) MARIO PENNA BHERING – President of the Administrative Management Council”. In respect of the first item of the agenda, the President submitted the subject to the appreciation of the General Meeting and gave the floor to the Federal Union Representative, majority stockholder, who informed that in compliance with item 4, letter a of the Recitals no. 139/88, dated March 17, 1988, published in the Union Official Gazette on March 18, 1988, release by the Minister of Finance and approved by His Excellency the President of the Republic, voted to include in the Company’s By-Laws, in Chapter XII, “General Provisions”, a new article under number 53 and with the following wording: “Article 53 – The Board of Directors shall have the Official Gazette publish upon the approval by the Minister of Mines and Energy: I - the Bidding regulation; II - personnel regulation, including the rights and duties of employees, the discipline system and the proceedings for verification of responsibility; III - the names of members of the staff with indication, in three columns, of the total number of jobs and vacancies, described according to position or job category as of June 30 and December 31 each year; and IV - a plan for wages, benefits, fringe benefits and any other portions making up the remuneration of its employees.”. Thereafter, the Federal Union Representative said that he recommended the Company’s Executive Board of Directors to adopt the measures provided for in item 4, letters b, c and d of the Recitals no. 139/88, pursuant to Decree Law 2.355, dated August 27, 1987. The stockholders BNDES, BNDESPAR AND CEI took the floor and agree with the majority stockholder vote. Thereafter, in respect of the second item of the meeting agenda, the President reported to be provision set in the 71th Extraordinary Stockholders’ General Meeting held on March 29, 1988 to the proposal made by the Administrative Management Council and the therein included Fiscal Council Opinion, and to Decree no. 95.790, dated March 7, 1988, which authorized the ELETROBRÁS increase of capital stock through the conversion of the Compulsory Loan credits into stocks, and to the additional Call Notice published on April 18 and 19, 1988, including information on the capital stock increase from Cz$ 402.668.538.630,55 to Cz$ 458,635,508,009.03. Then, the President informed that after ELETROBRÁS carries out the process and compatibility of the data supplied by 144 entities that collected the Compulsory Loan, the calculated amount to be converted was Cz$ 110.694.743.485,91, restated on December 31, 1987, relative to the credits retained during the fiscal years 1978 to 1985. The conversion made effective based on the book value per share on December 31, 1987, in compliance with the provisions set by article 4 of law 7.181, dated December 20, 1983, resulted in the issue of 16,783,864 Class “B” preferred stocks and in the amounts of Cz$ 55.966.969.378,40 for capital increase; Cz$ 54.259.211.216,48 for capital reserve and Cz$ 468.562.890,95 relative to the non converted balances that did not reach an integral stock number. The President further informed that in compliance with the deliberation of the 71st Extraordinary Stockholders’ General Meeting, the stocks resulting from the conversion shall be encumbered with a clause of disabling restraint as of April 20, 1988, according to the following basic schedule: 1 year for the 5.293,944 stocks relative to the converted credits collected from 1978 to 1980; 2 years for the 5.020,410 stocks relative to the converted credits collected in 1981 and 1982; and 3 years for the 6,469,510 stocks relative to the converted credits collected during 1983 to 1985. Finally, the President informed that the stocks originated from the conversion of the compulsory loan credits shall entitle to pro-rata dividends as of the date of the approving General Meeting. After the communications, the President submitted the second item of the meeting agenda to the stockholders appreciation. The Government representative, majority stockholder, took the floor and voted for the subject approval, considering effective the verification and approval of the ELETROBRÁS increase of capital stock from Cz$ 402.668.538.630,55 to Cz$ 458.635.508.009,03, through the conversion of the compulsory loan credits, with the issue of 16,793,864 Class “B” preferred stocks, crediting the amount of Cz$ 54.259.211.216,48 to the capital reserve account, in compliance with the deliberations of the 71st Extraordinary Stockholders’ General Meeting. The Government representative said that once the increase of capital stock was effective and approved, it was necessary to change the 6th article of the By-Laws, which shall have the following wording: “Article 6 - The capital stock of the Company amounts to four hundred and fifty eight billion, six hundred and thirty five million, five hundred and eight thousand, nine cruzados and three cents (Cz$ 458.635.508.009,03),  divided into one hundred and nineteen million, fifty-nine thousand and seven hundred and fifteen (119,059,715) common stocks, thirty six thousand, seven hundred and thirty (36,730) Class “A” preferred stocks and eighteen million, four hundred forty three thousand and sixty five1 (8.443,065) Class “B" preferred shares, all of them without par value”. The other present stockholders expressed their agreement with the majority stockholder. The President took the floor and considered the second item approved and put to vote the third item of the agenda. The representative of the Federal Union requested the floor and voted for the approval of setting a period of sixty (60) days, to be counted from April 20, 1988, to start delivering the certificates corresponding to the new stocks issued. The other stockholders voted in agreement with the majority stockholder. The President declared that the change to article 6 of the By-Laws approved in the General Meeting would be subject to the approval of His Excellency the President of the Republic by Decree, in compliance with the provision set forth in article 5 of Law 3.890-A, dated April 22, 1961. Next, the President gave the floor to any interested stockholder. The representative of APROSUL took the floor to speak about the first item of the meeting agenda, stating that he disagreed with the measures proposed by the Federal Union, as in his understanding, such measures represent an unfair and undesired restriction to the management power of ELETROBRÁS management entities, and also because they introduce restrictions contrary to the employees lawful interests. The Government Representative took the floor and explained that he was acting in full compliance with the Joint Stock Companies Law, as majority shareholder. Thus, the instruction was followed, contrary to what was stated, with the purpose of providing transparency to the Government position in relation to the discussed subjects, including that the employees with their wide knowledge of the corporate management action, could better protect their own interests. He also added that the subject was a general measure not exclusively driven to ELETROBRÁS but to the state companies taken as a whole, with the purpose of granting uniform treatment to the companies under state control. The representative of the Employees Association requested the floor and recorded his disagreement with the measures included in the Recitals no. 139/88, which shall cause significant damages to the Company and substantial loss in its management flexibility. He also said that the Plan for Wages and Salaries of state companies is already under the control of CISEE (Inter-ministerial Committee of State Companies Salaries) and its registration with the Labor Court is required. Finally, he supported the statement by the Representative of ELETROSUL Employees Association – APROSUL. Thereafter, the mentioned stockholder informed his disagreement to the statement that the measures set by the Recitals no. 139/88 bear a general application, as it places different state companies under the same instructions. Furthermore, the representative informed that he considered the instruction imposed by the Federal Government as mistaken measures. The Government Representative took the floor and informed that the Government only aims to protecting the public estate and that such measures had a general feature in compliance with the provisions set forth by Decree Law no. 2.355/87 and by the Federal Constitution. Next, he stated that he follows the Federal Government efforts to implement a transparent salary policy in the state owned companies aiming to protect the public property. Requesting the floor, the Representative of the Engineer Trade Union of Pernambuco and of CHESF [São Francisco Hydroelectric Plant] Employees asked the Union Representative whether said measures would restrict the vested rights or would apply only to newcomers. Thereafter, he asked about the implementation dates of the mentioned measures. The Union Representative took the floor again and informed that the Decree law no. 2.355/87 and the Federal Constitution itself explained the issue. He added that he does not have accurate information in respect of given implementation dates requested by the stockholder. The representative of FURNAS – ASEF Employees’ Association took the floor and said that the compliance with the referred to recitals shall cause double treatment in state companies, and several types of remuneration and rights, what will certainly create an internal conflict within their frame. The Union Representative took the floor again and informed that the Government is concerned with such treatment. The President recorded the presence of the Fiscal Counselor Mr. LUIZ DE VASCONCELOS, and informed that the change to article 6 of the By-Laws approved in the General Meeting would be subject to the approval of His Excellency the President of the Republic by Decree, in compliance with the provision set forth in article 5 of Law 3.890-A, dated April 22, 1961. Nothing else to be deliberated, the President concluded page two (2) of the Stockholders’ Book of Attendance nº 3 the session was suspended for the time necessary to record the minutes of meeting in the minutes book, which was signed by the President, by all present stockholders with voting right, and by me, Secretary, taking a certified typed copy of the minutes to the legal effects. (undersigned) MARIO PENNA BHERING – President; CID HERÁCLITO DE QUEIROZ – Federal Union Representative; JOSÉ CARLOS OLIVEIRA FERREIRA – Representative of BNDESPAR; SATIRO LAZARO DA CUNHA – Representative of the Federal Savings and Loans Bank – CEF; PAULO PROCOPIAK DE AGUIAR  – Secretary. 

//////////////////////////////////////////////////////////

Acting as President and Secretary of the 72nd Extraordinary Stockholders’ General Meeting of the Company, we declare that the above text is the full transcription of the minutes recorded in the 4th Minutes Book of the General Meetings of Centrais Elétricas Brasileiras – ELETROBRÁS, on page [em branco] and subsequent pages.

Brasília, April 20, 1988.

Signed: [illegible]

MARIO PENNA BHERING 

President

Signed: [illegible]

PAULO PROCOPIAK DE AGUIAR

Secretary




PROPOSAL TO THE 72nd Extraordinary Stockholders’ General Meeting of ELETROBRÁS

From: 

Administrative Management Council. 

To:  

72nd Extraordinary Stockholders’ General Meeting dated 02/23/88

Subject: 
Conversion of the compulsory loan credits into stocks, in the amount of up to Cz$ 111 billion. 

Dear Stockholders,

In compliance with the specific provisions of the legislation in force (Decree-Law no. 1.512/76 and Law no. 7.181/83), ELETROBRÁS is entitled to promote the conversion of the compulsory loan credits into stocks of its capital, such conversion to be totally or partially made, at the discretion of the Stockholders’ General Meeting, and must be made according to the book value per share set on December 31 of the year preceding the conversion; 

considering that under the economic-financial aspect, a conversion of the compulsory loan credits into capital stocks shall present favorable impact on the company's debt profile as it implies weighed resources transfer from the long term liabilities to the net income account (capital and capital reserve), and therefore is beneficial as it releases the Company from the payment of interests at the of 6% per year over an amount restated according to the annual variation of the OTN [National Treasury Bond] in favor of dividends payment, calculated according to the net income set in the balance sheet; 

considering the convenience of ELETROBRÁS expanding its current stockholder ownership, placing its capital under democratic ruling, leading the company to be ranked in the market at the same level of other companies of the same size, making it possible for the company to seek funding via the share market, as well as to fully perform its role of a company committed to generating profits through the optimization of its operations; 

considering that from the point of view of the current credit holders (industrial consumers), they shall have the right to replace the current ownership of a book entry form credit for marketable stocks; 

considering that either under the legal or practical nature aspects in respect of the former stockholders, it is unnecessary to grant the pre-emption right for the subscription into stocks in that capitalization made through conversion into stocks; 

considering that it is recommended to convert the total compulsory loan credits relative to the years 1978 through 1985, therefore the most recent credits to remain subject to adjustments, such credits may be subject to future conversion; 

considering the necessity of a period during which the Company may structure itself in respect of its share ownership expansion, as well as to allow the control of the gradual placement of titles in the securities market; 

It is hereby proposed that in compliance with the provision set forth by the legislation currently in force (sole paragraph of article 3 of Decree Law no. 1.512/76), the stocks resulting from the conversion be encumbered with a clause of disabling restraint as of the date of the general meeting approving the amount of the compulsory loan converted per year of credit, according to the following basic schedule: 

	Credit Year 
	Cz$ billion 
	Equiv.  %
	Disabling Restraint: 

	1978
	10.0
	
	

	1979
	12.0
	
	

	1980
	13.0   35.0
	32.0
	1 year

	1981
	16.0
	
	

	1982
	17.0   33.0
	30.0
	2 years

	1983
	17.0
	
	

	1984
	13.0
	
	

	1985
	13.0   43.0
	38.0
	3 years

	TOTAL
	111.0 
	100%. 
	


We are submitting the proposal made by the Administrative Management Council for the conversion of the compulsory loan credits into Class “B” preferred stocks to the Stockholders appreciation, under the following conditions: 

1. the conversion must be decided through the Extraordinary Stockholders’ General Meeting on February 23, 1988 and approved in an Extraordinary Stockholders’ General Meeting as soon as ELETROBRÁS book value per share is approved in the Ordinary Stockholders’ General Meeting held on December 31, 1987; 

2. the credits retained during the period of 1978 to 1985 must be fully converted, in the estimated amount of Cz$ 111 billion, adjusted up to December 31, 1987; with the issue of Class “B” nominative preferred stocks; 

3. the conversion shall be based on the book value per share on December 31, 1987, with credit to the capital reserve account of the converted amount in excess of the amount set for the capital stock , divided by the number of outstanding stocks, in compliance with the provision set in article 4 of Law no. 7.181/83; 

4. the stocks resulting from the conversion must be encumbered with a clause of disabling restraint for the period of one year in relation to the credits of the fiscal years 1978 to 1980; 2 years in relation to the credits of the fiscal years 1981 and 1982; and 3 years in relation to the credits of the fiscal years 1983 to 1985, as of the date of the general meeting approval;

5. the Extraordinary Stockholders’ General Meeting that approves the capital increase shall set the terms for the delivery of the stocks certificates arising out of the conversion, also deliberating on the alteration of article 6 of ELETROBRÁS By-Laws. 

Rio de Janeiro, January 19, 1988. 

	Signed: [illegible]

MARIO PENNA BHERING

President
	Signed: [illegible]

PAULO PROCOPIAK DE AGUIAR

Counselor;

	Signed: [illegible]

ANTONIO CARLOS TATIT HOLTZ

Counselor
	Signed: [illegible]

JOSÉ COSTA CAVALCANTI

Counselor

	Signed: [illegible]

IVAN MACEDO MELO

Counselor
	Signed: [illegible]

MANOEL PINTO DE AGUIAR

Counselor

	Signed: [illegible]

NEY AMINTHAS DE BARROS BRAGA

Counselor


	Signed: [illegible]

LICÍNIO MARCELO SEABRA

Counselor.
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	DELIBERATION
	January 19, 1988

	1. Process no. 008/88

2. 341st Meeting

3. Reporters: 
President MARIO PENNA BHERING




Counselor PAULO PROCOPIAK DE AGUIAR


Subject: Proposal of the Administrative Management Council to the 72nd Extraordinary General Meeting. Conversion of the compulsory loan credits into stocks, in the amount of up to Cz$ 111 billion.

DELIBERATION: According to the proposal made by the President MARIO PENNA BHERING and Counselor PAULO PROCOPIAK DE AGUIAR and to the terms of Resolution no. 009/88, the Administrative Management Council decided to approve the following proposal to be made to the 72nd Extraordinary Stockholders’ General Meeting of ELETROBRÁS: 

From: 

Administrative Management Council. 

To:  

72nd Extraordinary Stockholders’ General Meeting dated February 23, 88

Subject: 
Conversion of the compulsory loan credits collected during the period of 1978 to 1985 into Class “B” preferred stocks

Dear Stockholders,

In compliance with the specific provisions of the legislation in force (Decree-Law no. 1.512/76 and Law no. 7.181/83), ELETROBRÁS is entitled to promote the conversion of the compulsory loan credits into stocks of its capital, such conversion to be totally or partially made, at the discretion of the Stockholders’ General Meeting, and must be made according to the book value per share set on December 31 of the year preceding the conversion; 

considering that under the economic-financial aspect, a conversion of the compulsory loan credits into capital stocks shall present favorable impact on the company's debt profile as it implies weighed resources transfer from the long term liabilities to the net income account (capital and capital reserve), and therefore is beneficial as it releases the Company from the payment of interests at the of 6% per year over an amount restated according to the annual variation of the OTN in favor of dividends payment, calculated according to the net income set in the balance sheet; 

considering the convenience of ELETROBRÁS expanding its current stockholder ownership, placing its capital under democratic ruling, leading the company to be ranked in the market at the same level of other companies of the same size, making it possible for the company to seek funding via the share market, as well as to fully perform its role of a company committed to generating profits through the optimization of its operations; 

considering that from the point of view of the current credit holders (industrial consumers), they shall have the right to replace the current ownership of a book entry form credit for marketable stocks; 

considering that either under the legal or practical nature aspects in respect of the former stockholders, it is unnecessary to grant the pre-emption right for the subscription into stocks in that capitalization made through conversion into stocks; 

considering that it is recommended to convert the total compulsory loan credits relative to the years 1978 through 1985, therefore the most recent credits to remain subject to adjustments, such credits may be subject to future conversion; 

considering the necessity of a period during which the Company may structure itself in respect of its share ownership expansion, as well as to allow the control of the gradual placement of titles in the securities market; 

It is hereby proposed that in compliance with the provision set forth by the legislation currently in force (sole paragraph of article 3 of Decree Law no. 1.512/76), the stocks resulting from the conversion be encumbered with a clause of disabling restraint as of the date of the general meeting approving the amount of the compulsory loan converted per year of credit, according to the following basic schedule: 

	Credit Year 
	Cz$ billion 
	Equiv.  %
	Disabling Restraint: 

	1978
	10.0
	
	

	1979
	12.0
	
	

	1980
	13.0   35.0
	32.0
	1 year

	1981
	16.0
	
	

	1982
	17.0   33.0
	30.0
	2 years

	1983
	17.0
	
	

	1984
	13.0
	
	

	1985
	13.0   43.0
	38.0
	3 years

	TOTAL
	111.0 
	100%. 
	


We are submitting the proposal made by the Administrative Management Council for the conversion of the compulsory loan credits into Class “B” preferred stocks to the Stockholders appreciation, under the following conditions: 

1. the conversion must be decided through the Extraordinary Stockholders’ General Meeting on February 23, 1988 and approved in an Extraordinary Stockholders’ General Meeting as soon as ELETROBRÁS book value per share is approved in the Ordinary Stockholders’ General Meeting held on December 31, 1987; 

2. the credits retained during the period of 1978 to 1985 must be fully converted, in the estimated amount of Cz$ 111 billion, adjusted up to December 31, 1987; with the issue of Class “B” nominative preferred stocks; 

3. the conversion shall be based on the book value per share on December 31, 1987, with credit to the capital reserve account of the converted amount in excess of the amount set for the capital stock , divided by the number of outstanding stocks, in compliance with the provision set in article 4 of Law no. 7.181/83; 

4. the stocks resulting from the conversion must be encumbered with a clause of disabling restraint for the period of one year in relation to the credits of the fiscal years 1978 to 1980; 2 years in relation to the credits of the fiscal years 1981 and 1982; and 3 years in relation to the credits of the fiscal years 1983 to 1985, as of the date of the general meeting approval;

5. the Extraordinary Stockholders’ General Meeting that approves the capital increase shall set the terms for the delivery of the stocks certificates arising out of the conversion, also deliberating on the alteration of article 6 of ELETROBRÁS By-Laws. 

Rio de Janeiro, January 19, 1988. (undersigned) MARIO PENNA BHERING – President; PAULO PROCOPIAK DE AGUIAR - Counselor; ANTONIO CARLOS TATIT HOLTZ – Counselor; JOSÉ COSTA CAVALCANTI – Counselor; IVAN MACEDO MELO  - Counselor; MANOEL PINTO DE AGUIAR – Counselor; NEY AMINTHAS DE BARROS BRAGA  - Counselor and LICÍNIO MARCELO SEABRA – Counselor."

Rio de Janeiro, January 19, 1988

Signed: [illegible]

VICENTE DE FRANCO MEDEIROS

SECRETARY GENERAL




OPINION

The members of the Fiscal Council of Centrais Elétricas Brasileiras S.A. – ELETROBRÁS, undersigned, in a meeting held on January 19, 1988, after examining the proposal of the Board of Directors to increase the Capital Stock with the utilization of the compulsory loan credits set by Decree Law no. 1.512/76, collected during the period of 1978 to 1985, in the amount of up to Cz$ 111 billion, suggest its approval by the Stockholders’ General Meeting and the consequent alteration of article 6 of ELETROBRÁS By-Laws. 

Rio de Janeiro, January 19, 1988.

	Signed: [illegible]

ÁLVARO MARINHO MARTINEZ
	Signed: [illegible]

LUIZ DE VASCONCELOS



	Signed: [illegible]

GABRIEL PEREIRA


	Signed: [illegible]

IVAN PEREIRA DE OLIVEIRA
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