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F O R E W O R D  

B R A Z I L I A N  T R A C T I O N ,  L I G H T  A N D  P O W E R  
C O M P A N Y ,  L I M I T E D  

is a Canadian corporation which through i ts  Operating 

Companies has for upwards of 37 years been supplying 

electrical energy, gas and tramway service in the  highly 

industrialized and progressive states of Rio de Janeiro 

and Siio Paulo and in the  Federal District of Rio de 

Janeiro as well as telephone service in these centres, in 

the  state of Minas Geraes and elsewhere in Brazil. These 

three states and t h e  Federal District, situated in South- 

eastern Brazil, comprise a n  area of 342,000 square miles 

and have a population of approximately 20 millions. 

Included in this area are t h e  cities of Rio de Janeiro. t h e  

capital city of Brazil, wi th  a population of nearly 2 mill- 

ions, Siio Paulo, the  largest and most rapidly growing 

industrial centre in South America, wi th  a population 

of approximately 1% millions, and Xantos, one o f  Brazil's 

most important seaports. 

F 

Through i ts  Operating Companies, Brazilian Traction, 

Light and Power Company, Limited produces and dis- 

tributes approximately 65yo of t h e  total power produced 

i n  Brazil and supplies over 80% of the  telephones in 

service in the  country. 



B R A Z I L I A N  T R A C T I O N ,  L I G H T  A N D  P O W E R  
C O M P A N Y ,  L I M I T E D  - 

T H I R T Y - S I X T H  ANNUAL R E P O R T  

TO THE SHAREHOLDERS 

UR directors submit herewith the following report on the Company's affairs, 
together with the audited financial statements for the year 194,8 including 
the consolidated balance sheet of the Company and its operating subsidiary 

zil as a t  31st December, 1948. All figures in the report expressed in dollars 
are in United States currency unless otherwise indicated. 

As maybe seen from the information contained herein, the year 1948 has witnessed a further 
grow?h in the Company's services with the exception of transportation which shows a reduc- 
tion due to the redrawal during the year of the bus operations in the city of Ria de Janeiro. 

C o m p a r n t i v e  S t a t e m e n t  o f  E a r n i n g s  1945-194a 

The following statement shows the combined earnings and charges of the operating com- 
panies and of Brazilian Traction for the past four years, excluding inter-company items. 

Year ended 31st December 
1945 1946 1947 1948 

Gross earnings from operations - - - . . $65,150,899 $78,253,700 $92,578,431 $101,945,202 
Interest on temporary investments - - - - - - 807,746 689,508 359,489 121,541 
Other miscellaneous income - - - - - - - - 221,733 117,673 144,388 111,824 

TotalRevenuc- - - - - - - - - - - $66,180,378 $79,060,881 $93,082,308 $102,178,567 

k s s :  Operating expenses including provision Ior taxes - 635,219,518 $47,079254 $57,097,476 $ 63,754,132 
Depreciation- - - - - - - - - - 5,528,381 5,490,531 6,601,311 8,136,196 
Amortization - - - - - - - - - 1,000,000 1,000.000 1,000,000 1,000,000 

Total Operatingexpenses, depreciation and amortization $41,747,899 $53,569,785 $64,698,787 $ 72,890,328 

NetRevcnuebeforeeapitaleharges - - - - - - $24,432,479 $25,491,096 $28,383,521 $ 29,288239 

Less: Bondinterest - - - - - - - - - 8 1,455,845 $ 1,464,359 $ 1,435,429 $ 1,262,229 
Sinking funds and other financial charges - - - 764,118 925,256 966,708 939,768 

Total Capital eharga - - - - - - - $ 2,219,963 $ 2,389,615 $ 2,402,137 S 2,201,997 

NetRevenuefortheyear - - - - - - $22,212,516 $23,101,481 $25,981,384 $27,086,242 

Increase in gross earnings from operations for 1948 over 1947 amounted to  10.1% as com- 
pared with 18.31% for 1947 over 1946. 

Operating expenses for 1948 increased 11.6% over 1947 as compared with 21.28% for 1947 
over 1946. This increase was principally due to higher prices for materials. The following 
is a tabulation of percentage of total operating expenses before depreciation and amortization 
to gross earnings from operations over the past four years. 

194,5 1946 1947 1948 
54.0670 60.1670 61.6770 62.52% 
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Capital E x p n n d i t u r c . s  a n d  l . o ; ~ n  N e g o t i a t i o n s  

The cash expenditures on capital account by the operating companies during the past four 
years were as follows: 

1945 1946 1947 1948 
$19,439,456 $34,069,204 $47,986,4,35 $32,4,36,579 

Capital expenditures during 1948 were 9y0 higher than had been estimated at  the beginning 
of the year due chiefly to the advance delivery of certain equipment. In  general, capital 
expenditures were on a restricted basis pending completion of the negotiations with the 
International Bank for Reconstruction and Development mentioned in last year's Annual 
Report. These negotiations were carried to  conclusion during the year and the terms of a 
Loan Agreement were settled by the Company with the International Bank. Likewise the 
terms of a Guarantee Agreement were settled during the year between the Government of 
Brazil and the International Bank. 

On November 19th, 194,8, the Brazilian Congress passed legislation giving authority t o  
thc Brazilian Government to guarantee to the International Bank the repayment of the 
loan and accordingly both the Loan and Guarantee agreements were executed on January 
27th, 1949. 

Legal formalities in connection with the loan were completed on May 9,194,9, on which date 
the loan became effective. The amount which will be made available to your Company by 
the International Bank is $75,000,000 U.S. or its equivalent in other currencies (except 
Cruzeiros) and yonr Company will he permitted to withdraw funds as these are required 
for the capital expenditure programme outlined in the Loan Agreement. The loan will be 



evidenced by Collateral Trust Bonds of your Company and these bonds will be delivered 
to the International Hank from time to time as advances are made by the International Bank. 
The Collateral Trust Bonds will be secured by a floating charge on your Company's under- 
taking and specifically by debentures of several of the operating companies. 

Interest is payable on the funds advanced by the International Bank a t  the rate of 3%% 
per annum. In  addition to interest, your Company is obliged to  pay to  the International 
Bank an amount equal to 1% per annum on such advances, this charge being required by 
the statutes of the International Bank for its reserve fund purposes. Your Cam any will pay 
a commitment fee on the amount of the loan not withdrawn, a t  the rate of 1% 8 per annum 
for the first six months and thereafter a t  a rate based on a formula provided in the Loan 
Agreement which, as presently calculated, will be approximately 2%Yo per annum. 

The loan and the Collateral Trust Bonds mature on January lst, 1974 and will be fully 
amortized at  maturity by a sinking fund commencing in 1953. 

The loan is paranteed by the Government of Brazil, the guarantee being ~rovided for in 
the Guarantee Agreement referred to above, and the Collateral Trust Bonds will bear this 
guarantee. 

The purpose of the loan is to assist the Company in financing its capital expenditure pro- 
gramme for the development of the electrical and telephone services in Brazil. As this 
programme has now been under way since early in 1947, the International Bank, under the 
Loan Agreement, will also advance an amount equal to  the expenditures, in currencies other 
than cruzeiros, made under the programme since May Ist, 1947. 

The overall cost of the capital expenditure programme for electrical and telephone services 
to be carried out under the terms of the Loan Agreement is estimated at  $182,000,000, the 
non-cruzeiro portion of which is approximately the $75,000,000 to be borrowed from the Inter- 
national Bank. Making allowance for the fact that work under the programme commenced a t  
the beginning of 1947 i t  can now be estimated that i t  should be completed by the end of 1952. 

The extent to which the construction programme has already been completed can be ascer- 
tained from the  section^ of last year's report and the present report dealing with ihe electrical 
and telephone services. The capital budget for the year 1949 has been tentatively set a t  
$4~0,000,000. 

Your directors wish to point out to shareholders that while the loan arrangements made with 
the International Bank provide the funds for a substantial portion of the current capital 
expenditure programme, nevertheless, capital expenditure in addition to  that included in 
thc programme as such will have to be incurred during the period of the carrying out of the 
programme to meet the very rapidly growing demand on all of our services in Brazil. 

The electrical and telephone construction programme includes the following principal 
installations: 

I .  B l e c t r i c n l  Services 

(a) S ~ O  P A U L 0  S Y S T E M  

1. The installalion of units N04. 4. 6 and 8 at tho Serra do Cubatio power plant, each of 65,000 kw, with rhe necessary 
extensions of the buildings, structures and iransforrner facilities required thereby. 
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2. The enlargement 01 the Piuheiros canal supplying water t o  the Ria Grande reservoir which serves the Serra power 
stations. plant and the installntion of the additional pumps in the Pedreira and Trai~Bo pumpin, 

3. The installation of additional high-tension transmission lines, the constrt~etion of a new terminal station and tcn 
new aubslatione for augmenting the electrical tranmninsion and distribution facilities of the SZo P a o h  system. 

(b) R I O  DE J A N E I R O  S Y S T E M  

1. The installation of units C and D, each with a capacity of 35,000 k w  at  the Fontes power plant. 

2. The installation of unit No. 5 with a capacity of 52,000 kw st the Ilha dos Pomhos plant. 

3. Necessary extensions to the transformer and switching Iaeilities arising from the installation of the 
ahove mentioned units. 

4. Additional high-tension transmission lines and substations for iacreaaing the electrical trnnsn~ission and distribution 
facilities of the Hio de Janeiro system. 

(4 PARA~BA-PIRAI DIVERSION PROJECT 

The Paraiha-Pirai Diversion Project to augment the supply of water to the Fontel power plan1 by a series of duma. 
tunnels, reservoirs, canals and pumping stations, all as more Id ly  descrihed on page 8 of last year's annual reporl. 

(d) S E R R A - L A G E S  T R A N S M I S S I O N  L I N E  

The completion of the S e r r a - L a p  high-tension transmission line connecting the SPo P a d o  and Rio de Jsneiro eler,trieal 
systems and the installation of a 50,000 t w  frqnenry-changer a t  a point near Apureeida. 

11. T e l e p h o n e  S e r v i o e n  
In addition to the installation and into operation of automatic telephone equipment in the cities of Rio de Janeiro, 
S ~ o P a u l o ,  nelo Hoilzonte, Santos, Nituoi, etc., involving a total of 160,000 additional telephones to provide service for 
125,000 new subscribers, thc p r o p m r n e  includes tho installation of nearly 44,000 kilometres of additional toll circuits 
and approximately 3,000 kilometres of Loll pole lines throughout the area served by Brazilian Telephone Company. 

P U M P I N G  P L A N T  WITH O N E  U N I T  LIFTS 70 C U B l C  METRES, 4 . 6  M E T R E S  E V E R Y  S E C O N D  
\ \ ,  , .  ~+yypl 'x\v,,$ ,,.&?<,+. 
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Liquidation of dollar exchange commitments continued to  be difficult during the year, but 
the institution of import controls in the month of April, 1948 resulted in considerahleimprove- 
ment in the situation. 

In  July the Brazilian Government issued a statcmcnt t o  thc cffcct that, in agreement with 
the International Monetary Fund, the par value of the cruzeiro had been fixed a t  18 cruzeiros 
50 centavos to  the U.S. dollar. The selling rate of the Bank of Brazil for the U.S. dollar 
remained unchanged during the year a t  18 cruzeiros 72 centavos. 

The cruzeiro a t  closing sight rates of exchange on New York and London on the 31st day 
of December in 194.7 and 194,8 stood as follows: 1947 194,8 
Free Market on New York - - - - - - - - - 5.34. cents 5.34 cents 
FreeMarketSterlingArea - - - - - - - - - 3.47/256d. 3.46/256d. 

The current assets and liabilities of the operating companies in Brazil were valued a t  the 
end of the year in dollars a t  the closing sight rate of exchange on the "Free Market" for 
exchange on New York. 
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The combined earnings of the operating companies, expressed in dollars, which heretofore 
have been published monthly and which also appear in total in the tabulated statement 
on page 4 of this report, are calculated a t  the above rate of 18 cruzeiros 72 centavos per 
U.S.  dollar. Experience has shown, however, that  owing to  the number and variety of the 
provisions that have to  be made, monthly earnings figures tend more and more to  become 
estimates and in the interests of greater accuracy your directors propose to  publish them 
half-yearly instead of monthly as in the past. 

D i v i d e n d s  P a i d  

In  addition to  the usual quarterly dividends on the small outstanding balance of the pre- 
ference shares, two dividends were paid during the year on the ordinary shares of the Company, 
viz: $1.00 on June 2nd and $1.00 on December 15th, (Canadian funds). 

Elcstric P o w e r  Supply 

The high rate of load growth mentioned in previous reports has continued. The generation 
for 1948 compared with 1947 is shown by the following tabulation: 

l l I O  S Y S T E M  1947 1948 Increase over 1917 
(I~~cluding power received from SSO Panlo) 

Maximum Demand (kw) . . . . . . . .  260,700 289,100 28,400 or 10.9y0 
Energy (kwh) . . . . . . . . . . . . . . . . .  .1,315,878,500 11510,093,000 194,214,500 or 14.8y0 

SAO P A U L 0  S Y S T E M  
(Excluding power sent to Rio) 

Maximum Demand (kw) . . . . . . . .  423,764 483,259* 59,495 or 14.0y0 
Energy (kwh) . . . . . . . . . . . . . . . .  .2,358,181,207 2,693,4,68,792 335,287,585 or 14.2y0 

*A maximum demand peak of 503,000 kw occurred while transmitting power to the Rio system. 

I n  general, river flows during the first 10 months of 1948 were close to  average. However, 
during the latter part of the year they were less than average and the heavy rains of the 
wet season, normally beginning about mid-November, failed to  occur. This situation is not 
expected to affect adversely the Siio Paulo system hut reserve storage for the Rio system was 
less than had been anticipated. This reduced storage, combined with the continued high 
increase in the rate of electrical energy consumption, pending completion in 1952 of the 
Paraiba-Pirai diversion project, may require the imposition of further restrictions on the use 
of electrical energy in the Rio system. In  this connection i t  must he realized that the whole 
system, as mentioned in the last annual report, is still operating without any adequate 
spare capacity and there is a risk of being unable to  maintain full service in emergencies. 
This is especially so since i t  is expected that the Fontes plant will from now on draw 
more water from the reservoir than will he made good by normal rainfall, until such time as 
additional supplies are furnished by the Paraiba-Pirai diversion project. 

R I O  S Y S T E M  

No additional generating units were placed in service on the Rio system during 1948. 

With the exception of engineering studies and investigations, all work in connection with 
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the installation of unit "Dm and other future units a t  Fontes power plant has been postponed 
until work starts again on the Paraiba-Pirai diversion project. 

Conqtruction work on the Paraiba-Pirai diversion project mentioned in last year's report, was 
suspended pending completion of negotiations with the International Bank. Advantage 
was taken of the shut-down period t o  overhaul all construction plant and equipment and to 
make further engineering studies of alternate plans for the project which, i t  is expected, 
will result in economies when work is resumed. 

Work on the installation of the fifth unit a t  the Jlha dos Pombos plant was continued. This 
unit is rated a t  52,000 kw and, as previously stated, is expected to be placed in service in 
1950. 

The principal additions to the Rio distribution system consisted of the installation of step- 
down transformers a t  three substations, namely: Copacabana, where the capacity was 
raised from 6,000 to 15,000 kva; JoZo Vincentc (Deodoro) raised from 3,000 to  6,000 kva; 
and Nova Ignass6 (state of Rio de Janeiro) raised from 500 to 1,000 kva. The nnmher of 
high-tension consumers was also increased by the connection of 4'7 new privately owned 
fiuhstations with a total capacity of 16,600 kva. The conversion from overhead to under- 
ground distribution in the Copacabana zone was completed during thc year, some 80 circuit 
kilometres were added to  overhead distribution circui~s of the system, and the transformers 
feeding the low-tension network were increased by 9,890 kva. 



S K O  PAUL0 SYSTEM 

Generator unit No. 6 a t  Serra do Cubat20 with its penstock and powerhouse extension was 
placed in service in April, 1948 as mentioned in the last report. Despite this addition and 
that of unit No. 4, in 1947, the gcncrating capacity of the system is still insufficient t o  meet 
the demand. 

Preparatory work for the installation of unit No. 8 was started. This unit will he installed a t  
the east end of the powerhouse and is expected to  he placed in service by the end of 1950. 

The stator winding of generator No. 2, which has been in service since the inauguration of 
the Serra do Cubat20 plant, was rcplaced at  the end ollast year and improvements introduced 
have increased the capacity of this generator from ahout 28,000 kw to 4,1,000 kw. 

The series of drainage tunnels, ditches and other measures employed to drain and stabilize 
the movement of the large earth slide at  the west end of the powerhouse, mentioned in last 
year's annual report, were completed with satisfactory results. 

The widening and deepening of the Pinheiros Canal, for an ultimate capacity of 280 cubic 
metrcs of water per second, was suspended during the year. The 70 cubic metres of water which 
can now be diverted into i t  are adequate for present needs and the only work performed 
during the year was dredging operations needed to remove silt from the channel. 

The installation of Trais2o pump No. 2 has been postponed until 1951. (c..ti,~.a ." pwe 141 
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S T A T I S T I C S  O F  C O M B I N E D  C O M P A N I E S  .,. 

.. ~ . ~ ~ . -~ 

Electr ic  Light and Power 

Kilowatt-hours Sold - - - - . 
Capacity of Generating Plants (KW) - 
Total Conneetcd Load (KW) - . - 
Total Comnrners . - . . . 
Transmission Lines (miles of circuit) . 
Distrihurion Lines (miles oI wire) - . 
- ~ 

T e l e p h o n e s  
Total Number of Telephones in Servico 
Average Daily Calls - - . - . 
Wire Strung (miles) - . . . . 
Pole Lines (miles) - - . . - 
Can 

Gas Sold (Cuhir metres) . 
Total Conmmcrs - . . . 
Mains Laid (miles) . - . 
Stoves, Wnrcr IIcaters and 

Other Appliances - - - 
~ 

Traation 

Tmmnmys: 
Totnl Track (miles) - - 
Rolling Stock: 

Pnsscnger Cars - . - 
Freight and Service Cars - 

Funieulur Railway.. 
Total Track (miles) . . 
Itolling Stock: 

Elwtric Locomotives - 
Pessengcr Cars - . - 
Freight and Service Cars - 

Buses: 
Route (miles) - - - - 
Number of buses - - - 

Car Miles Hun: 
Tramways - . - - - 
Funicular Railway - - - 
B u s e s -  - - - . 
T o t a l -  - - . - - 

Torn1 Passengers Recorded - - 
~~ ~ . . ~  ~ - 

Water 

Water Sold (Cubic metres) - 
Totnl Consumers - - - - 
Trunk Maina Laid (miles) - 
Distribution Mains Laid (miles) 
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Principal additions to the SZo Paulo system were three new substations, namely, Santa 
Terezinha, Electrocloro and SZo Bernardo. A total of 32,000 kva of high-tension step-down 
transformers were installed in all the system substations. The high-voltage transmission sys- 
tem was augmented by 88.2 circuit kilometres of 88 kv line and 16.5 circuit kilometres of 
40 kv line. 
In the city of SZo Paulo the distribution system was expanded by the installation of 35,933 
kva of distribution transformers and 12 new feeders. In  addition 16,290 kvar of static 
condensers were installed. 

SERRA-LAGES T R A N S M I S S I O N  L I N E  

The 330 kilometre, 230,000-volt transmission line for interconnecting the Rio and Sio Paulo 
systems was completed during the year, as was also the installation of the 75,000 kva trans- 
former bank at CuhatZo to connect the line to the station. The line and transformer bank went 
into service on August 8th for the purpose of transmitting energy to the Ria system. Because 
of the difference in frequency, this aid to the Rio system is carried out a t  night and on 
Sundays and holidays or whenever conditions permit isolating one or two of the Serra units 
and operating them a t  50 cycles. From its initiation on August 8th, a total of 92,657,600 
kwh were transmitted from SZo Paulo to the Ria system in this manner during 1948. 

Delivery of parts for the frequency-changer at  Aparecida began towards the close of the 
year and preparatory work for its installation was started. It is expected that this frequency- 
changer will be ready for service in 1950. 

ELECTRIFICATION O F  RAILWAYS 

The trend towards electrification of railways is continning in your Company's territory. 

During 1948 the Estrada de Ferro Central do Brasil installed a new 6,000 kw substation at  
Caramujos between Rio de Janeiro and Japeri and a branch line of 9 kilometres from Japeri 
to Taireta' was electrified. Work was also continued on the electrification of the main line 
from Japeri to Barra do Pirai, 40 kilome~res o l  double track which climb ihe Serra lo a heigh~ 
of 440 metres. Consumption of energy by this railway rose to 92,641,000 kwh in 1948 which 
was an increase of 21.4% over 1947. 
The electrification by the Companhia Paulista de Estradas de Ferro of the Baurri branch was 
completed and inaugurated during 194.8, and this railway is studying the electrification of 
several other stretches. 
The Sorocabana Railway expects to put into service a new substation at  Cerquilho early 
this year. Six new electric locomotives were placed in service in December and twenty 
more are in course of delivery. Consumption of energy increased by 21% over 194#7. 

Work was continued by the Companhia Estrada de Ferro Santos-Jundiai on the electrification 
of the main line between SZo Paula and Jundiai and i t  is expected that this section will he 
ready for service by the end of 1949. 

T 
T c l c p l ~ u n e  S e r v i c e  

Although 30,768 new telephones were connected to the system during the year, representing 
an increase of telephones in service of 8.8% over 1947, the shortage of materials continued and 
i t  was impossible to satisfy the demands of many prospective subscribers. The number 
of prospective snhscriherfi awaiting connections totalled 143,360 on December 31st, 1948. 

During the year 1948 the capacity of the Company's telephone system was increased by 
24,500 lines by the construction of two new central exchanges in the Federal District, one 
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in the city of SZo Paulo and one in Santos, besides some additions to various central exchanges 
in the first mentioned area. 

The municipal government in Rio de Janeiro granted a revision of tariffs as called for in 
the existing municipal concession. The new rates were put into effect on 1st August, 1948 
and will be in force for five years. 

Two new central exchanges are being installed in Rio de Janeiro and one in Belo Horizonte, 
all of which should he ready for service in 1949. 

Telephone call offices were installed in Cachoeiro de Itapemirim and Mimoso do Sul in the 
state of Espirito Santo, thus extending the Company's toll service into another state. Con- 
struction work is under way which will allow the establishment of a new call office in Vit6ria, 
the capital of Espirito Santo, early in 1949. 

During the year the installation of four 12-channel carrier systems between the toll board 
in Rio de Janeiro and the toll hoard in SZo Paulo continued. This will provide 48 extra 
lines to relieve the existing congested service conditions which a t  present cause considerable 
delays. The hulk of constructiou work on this Rio-SZo Panlo project was completed in 1948. 

During the year 17,159,701 toll calls were completed, an increase of 10.33% over 1947, when 
the total number was 15,522,667. 

m 
Gns S e r v i c e  

Coal supplies improved both in quantity and quality and for the first time since the war 
shipmen~u were received from Great Britain. Maintenance materials continued in short supply 
and, due to shortage of production plant, i t  was necessary to continue rationing restrictions. 
Even under these conditions the total sales of gas showed an increase of 9.5% over 1947 
and there was an increase of 7.5 % in the total numher of consumers. 

In Rio de Janeiro a new restaurant building was completed a t  the gas works and work was 
completed on the piling for the foundations of the new 3-million cubic ft. gas holder which 
is under construction. One battery of obsolete retorts was reconstructed as intermittent 
vertical chambers of the latest design with a carbonizing capacity of 90 tons of coal per day. 

In SZo Paulo and Santos normal maintenance work was carried out. 

rn 
T r a n s p o r t a t i o n  

The tramways in the cities of Rio de Janeiro and Santos operated throughout the year 1948 
with the same fares as were in force at the close of 1947, and the gross revenue showed an 
increase of approximately 5% over the previous year in spite of a larger number of com- 
peting bus services. Notwithstanding this the net loss on operations was greater than in 1947. 

Negotiations for fare increases were carried on throughout the year in both cities. In  Rio de 
Janeiro a special commission was nominated in April to check revenue and operating ex- 
penses and make recommendations. This commission presented its report a t  the close of the 
year, by which time all the employees of the Rio companies were demanding a general 
increase in salaries. The settlement of this demand is more specifically dealt with later in 
this report but as the fare increases granted in the case of the tramways will he absorbed by 
the higher wages, i t  is expected that these services will continue to be unremunerative. 

At the beginning of the year the Company was operating 63 buses over 11 routes in the city 
of Rio de Janeiro. By agreement with the municipal authorities the services were suspended 
one by one until the last route was discontinued on November 15th. 
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F o r e i g n  T r a d e  o t  B r a z i l  

By the judicious use of an import licence system, Brazil during 1948 was able to bring her 
international trade into better adjustment. Following an adverse international trade balance 
of Cr$1.609.877.000 for 1947, a decree was issued in February, 1948 to restrict the importation 
of goods considered unessential and ration the importation of essential commodities, giving 
preference to buying in countries where the exchange position was more favourable. 

These measures had little effect during the first six months of the year and by the end of June 
the adverse balance of trade amounted to  Crb2.320.761.000. During the second half of the 
year, however, imports fell considerably and for the full year of 1948 a favourable balance 
of trade was once again recorded, as may be seen from the following table giving exports, im- 
ports and balance of trade for the years 1944 to 1948 inclusive: 

194,4 1945 1946 1947 1948 
Thousands of cruzeiros 

Exports - - - - 10.726.509 12.197.510 18.229.532 21.179.413 21.696.874 
Imports - - - - 7.965.141 8.617.320 13.028.734 22.789.290 20.984.880 

Balance of trade - - 2.761.368 3.580.190 5.200.798 -1.609.877 711.994 

NOTE: 1,000 cruzeiros are equivalent to approximately $53.00 at the present rare of exchange. 

The balance of trade with the United States for the year 1948 showed considerable improve- 
ment over 1947, but still resulted in an adverse balance of Cr$1.488.987.000, or approxi- 
mately $79,400,000. 

Corresponding figures released by the U.S. Department of Commerce show a balance of 
$16,300,000 in Brazil's favour. The discrepancy is largely due to the fact that the U.S. Depart- 
ment of Commerce figures are for American exports and are based on f.0.b. U.S. port values, 
while Brazilian figures include freight, insurance, commissions and other charges which 
make up a substantial part of Brazil's dollar commitments. 

On May 21st, 1948, a trade agreement was signed between Brazil and Great Britain which 
contained a list of the commodities which each country considered i t  was desirable to  trade 
in and established the quantities which i t  was thought possible to supply and receive in this 
manner and thus maintain a balance in exchange. 

While the targets set were not in all cases reached by the end of the year this agreement 
undoubtedly contributed towards the increase in Anglo-Brazilian trade which occurred in 
1948. The agreement was extended to March 31st, 1949, and its renewal is under negotiation 
between the two countries. 

Exports in 1948 showed an increase of 23y0 in tonnage but only 3% in value, due to a decline 
in the average value per ton of the raw materials and foodstuffs exported. Coffee, raw 
cotton, cocoa, lumber and hides were the five principal exports, accounting for 69% of the 
total, coffee alone representing 41%. Shipments of coffee in 1948 amounted to  17,492,324 
bags-a figure only surpassed in the record year of 1931-an increase of 19.1% over 194.7. 
The value of coffee exported in 1948 was Cr$9.018.564.000, which is 16.35y0 higher than the 
1947 figure. 

The efforts of the Brazilian Government to increase the production of wheat within the 
country are giving satisfactory results and the importation of foreign wheat and flour in 1948 
was 114,500 tons lower than in 1947. It is now expected that the harvest of home-grown 
wheat will increase progressively from year to year. 
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H r a z i 1 7 s  I n d u s t r i a l  D e v e l o p m e n t  

Two important studies were made in Brazil during the year with a view to  achieving a 
more balanced economy. The first was a five-year plan developed by leading members of all 
political parties and a t  present under study in Congress. This is known as the S.AL.T.E. 
plan, the letters standing for Saude (Health), AlimentasZo (Food), Transportation and 
Energy. The project contemplates the expenditure of Cr$18.800.000.000 over the five-year 
period 1949-1953 and includes a detailed programme of the work to  be undertaken by the 
Government in each sector. The plan provides funds for rural electrification and for the 
building of a hydro-electric power plant on the SZo Francisco River, but leaves the develop- 
ment of other power plants mainly to  private enterprise. 

The installation of oil refineries in Brazil and the construction of oil pipe lines between the 
port of Santos and the city of SHo Paulo, projects which were mentioned in last year's report, 
are also included in this five-year plan. 

The second set of studies was undertaken hy a joint US.-Brazilian technical commission. 
The American specialists visited Brazil a t  the invitation of President Dutra and were headed 
by Mr. John Abbink. The chairman of the Brazilian delegation, and co-chairman of the 
commission, was Dr. OctAvio de Bnlh6es a prominent official of the Ministry of Finance. 
The Commission unanimously agreed that the economic development of Brazil should be 
accelerated by carefully considered programmes of governmental expenditures, by policies 
favouring a balanced development of Brazil's resources by private enterprise, and by policies 
directed specifically toward controlling inflation and meeting the balance of payments problem. 

Your companies have continued their policy of purchasing as far as possible material produced 
in Brazil, hut these purchases were reduced as compared with 1947 due to the restricted con- 
struction programme and in an effort to utilize existing stocks. Such purchases, ~otalling 
$7,256,300. include a great variety of goods, the most important of which, in dollar value, were: 

Cement - - - - - . - - $ 173,800 Fuel (Coal) - - . - - . $ 324,750 
Clay and Products ~~~h~~ - - - - - - . - 356,150 

(Ducts, bricks, tiles, etc.) - 164,200 Office Supplies - - - - - 477,600 
Copper (Wires and Cables) - 1,175,500 Rubber Goods (Tires and Tubes) 122,400 
Cotton Goods (Canvas. thread, Steel and Iron - - - - - 406,600 

string, cords and waste) - - 210,450 Stone - - - - - - - - 233,400 
Electrical Machinery, Telephone Apparatus 

Aonaratus and A~oliances - 758.950 and Anoliances - - - - 1.425.800 . . 
Foodstuffs - 

As shareholders are aware the opcrating companies maintain large general purpose shops 
for manufacturing, repairing and salvaging equipment and supplies. During the year the 
value of all material produced in these shops excluding maintenance work, totalled $4,511,800. 

Purchases by the operating companies of iron and steel were much below the previous year 
for the reasons stated above, but the output of the steel mills of the Companhia Siderlirgica 
National, a t  Volta Redonda, showed a considerable increase from 94,342 tons in 1947 to 
198,277 tons in 1948 for rolled mild steel products. This is evidenced also by its power con- 
sumption of 66,396,800 kwh in 1948, compared with 34,345,000 kwh in 1947, an increase 
of 93%. 

Sales of electrical energy for industrial purposes in the Rio de Jaueiro and S2o Paulo districts 
continued to grow, there being an increase of such sales in the combined systems of 13.8'% 
in 1948 compared with 1947. 
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Industries which showed the greatest development from the point of view of energy con- 
sumption wxe: 

Percentage of Increase in 
1948 total energy eonsumplion 

energy sales over 1947 
Chemicals . - . - . . . . . . . . 3 5 %  60.8% 
Steel Mills and Foundries - - - - - - - 10.07~ 26.3% 
Cold Storage - - - - - - - - - - - 2A% 19.3% 
'1,'extiles-Silk . . . - . - . . . . 5.6% 16.5% 
Building Loads (inc. elevators, eic.) - - - 3.9% 15.7y0 
Foodstuffs and Raking - - - - - - - - 1.8% 14.4% 
Machine Shops and Metal Works - - - - 6.1% '10.7% 
Paper Mills and Products - - - - - - 6.3% 8.5% 
Water Supply and Sewage - - - - - - 2.9% 19.2% 
KailwayEleetrification - - - - - - . 13.6% 11.4,% 

Requests for new connections and extensions in existing services both in the Rio de Janeiro 
and SZo Paulo districts a t  December 31st corresponded to  a n  additional nnfilled demand 
of 94,250 kw. 
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P o l i t i c a l  

Considerable effort is being made by the Federal Government and state Legislative Assemblies 
in the democratic establishment of state and municipal rights, in conformity with the new 
Brazilian Constitution of 1946. This movement appears to be facilitated by an agreement 
between the majority and leading opposition political parties whereby members of the latter 
have accepted portfolios in the Federal Cabinet. 

The cordial relations which already existed between Canada and Brazil were further im- 
proved by the visit in June, 1948 of Their Excellencies the Governor-General and Viscountess 
Alexander who were enthusiastically received by the Brazilian Government and people. 

m 
L a b o u r  R e l a t i o n s  

Throughout the year your operatin companies encountered very difficult labour problems 
which, -with the co-operation of the tovernment and the unions involved, resulted in a wage- 
tariff agreement in February, 1949. This agreement increases wages on the average by 26.550/0 
and increases tariffs concurren~ly by an amount almost sufficient to meet the wage increases 
and the added cost of two new social laws. 

The two new social laws were passed by Congress just before the termination of its 1948 
session. The first law permits the retirement on pension equal to full salary up to a maximum 
of Cr$4.100, per month for public utility employees after 35 years of service, or with 80% 
after 30 years. The funds for these pensions are administered by the Government, but your 
operating companies contribute proportionately for each eligible employee. The second 
law provides a weekly day of rest with pay for each employee and double pay for those 
obligated to  work on public holidays. The latter law supersedes the limited rest day payment 
made by your companies as a voluntary concession since August lst ,  194,7. 

The cost of living during 1948 continued to  rise to  some extent, the official cost of living indices 
for the month of December, 1948 showing an increase over 1939 of 24.4.97% for hourly paid 
workers and 205.09% for salaried workers as against 231.4,2% and 195.94y0 respectively a t  
the end of 1947. 

The total number of employees in the operating companies in Brazil as of 31st December, 
1948 was 44,540, a decrease of 1,583 compared with 31st December, 1947. The decrease was 
principally due to the release of 1,061 employees of the hydro-electric construction crews 
and the closing down of the company's bus service in the city of Rio de Janeiro. 

rn 
D e a t h s  o f  T h e  V i s c o u n t  G r e e n w o o d  a n d  M r .  C. D. M a g e e  

I t  is with deep regret that your directors record the death of two directors during the past 
year. The Rt. Hon. Viscount Greenwood, P.C., who had sewed as a director resident in 
England for six years, died on September loth, 1948. Mr. C. D. Magee, who had served 
as a director resident in Toronto for some sixteen years, died on March 24th, 1949. Both of 
these directors will be sadly missed by their colleagues. 

M 
S t a f f  

Your directors wish to record their appreciation of the loyal and efficient services of the 
Company's staffs throughout the entire organization. 

TORONTO, For the Board of Directors, 
10th MAY, 1949. HENRY BOR.DEN, President. 
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A I - D I T O R S '  H E P O R T  T O  T H E  S A A H H I I O L D B R S  '. 

We have audited the Head Office accounts of Brazilian Traction, Light 
and Power Company, Limited, The Rio de Janeiro Tramway, Light and 
Power Company, Limited, Brazilian Telephone Company, The SZo Paulo 
Tramway, Light and Power Company, Limited, SZo Paulo Electric 
Company, Limited (and its subsidiary, The San Paulo Gas Company, 
Limited), The City of Santos Improvements Company, Limited and 
Brazilian Hydro Electric Company, Limited, and have examined the 
reports and statements submitted by other chartered accountants cover- 
ing the capital and revenue accounts and provisions for depreciation in 
Brazil for the year ended 31st December, 1948. We have obtained all 
thc information and explanations which we have required. 

The aggregate profits and losses of subsidiaries, the assets and liabilities 
of which are not included in the consolidated balance sheet, have been 
fully provided for in the slaknlent of consolidated profit and loss. 

Subject to the foregoing, we report that, in our opinion, the attached 
consolidated balance sheet, and related statements of profit and loss 
and earned surplus are properly drawn up so as to exhibit a true and 
correct view of the state of the combined companies' affairs at  31st 
December, 1948, and of their operations for the year ended on that date, 
according to  the best of our information, the explanations given to  us, 
the reports of the auditors in Brazil and as disclosed by the books. 

CLARKSON, GORDON & CO., 
Auditors. 

Chartered Accountants, 

Toronto, 
10th May, 1949. 
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A S S E T S  

Capital: 
Aut horizecl- 

1,934, 670 c~rcn~~tlative c:onvcv+l)lc. pref(wmce shares 
of a par V ~ I I I I :  of 8100 each. 

7,920,220 ordinary shares of no par value subject to  
increase up to a total of 7,93:3,:33.3 shares of no 
par value 1)y conversion of prtrfcrencc share-s. 

Iss~ted and ontstanding- 
3,'):34.1)r(:f(:renc(.sharrs- - - - - - - - - - 

7,029,893ordinarysl~arcs - - - - - - - - - - 
I ~ a r n e d S r t r p l ~ ~ s  - - - - - - - - - - - - - - - 

Plant. I'ropert! and 1':quiprnc~nt at  cort - - - - - - - S 122.082.588 
Rights, Franchisc*~. Contracts. Gootl\cill. etc. - - - - - 1 
I n v ~ s t ~ n c ~ n t s  in and advances to sul)sidiarirs not consolichtcd: 

In\rstnwnts in sccuritirs a t  cost - - - - - - - - - 

I~unded Debt: ,. I he Rio tle Janeiro 'I'ran~way, Light and Power Cornpany. 
Li~nitetl 570 ,50 year mortgage 1)oncls (1st .April. 1958)- 
1)alanccr after sinking fnncl rc~demptions (C1.833.il.28) - 
570 22 year l)oncls (1st Octol)er, 1950) (.C271.349) - - 

The SZo I'aulo 'I 'ramwa~, Light and 1'owc.r Cornlm~y.  
Lirnitcd -5% I)cr l~et~tai  mnsolitlatecl tlrl)rntr~re stock 
(.C821,91';) - - - - - - - - - - - - - - - 

Siio I'aulo 1':lectric: Company. Limited- 
STo 50 year first mortgage bonds (1st January. 1902)- 
1)alanr.e af tw sinking fund rcdernptions (-C840.800) - - 

(:r~rrcnt :\sscSts: 
Cash (including Brazilian currcv~cy) in 1)anks and on hi~ncl 
'I'vrnporary invcstmt.nts in securities of the, l)on~inion of 

(:anada at cwst and accrtrrd intwrst (n~arkct  valrw 
$,5.52().58()) - - - - - - - - - - - - - - - 

(:onsltn~tw' ( I~y~osi ts  1t)dgc~I with govc.rnrnc-nt Imnks - - 
:\cco~tnts rcw.ival~lt. Ivss rcwrvc. - - - - - - - - - 
Starer on lli~nd and in transit as deternlinc-d and c w t i f i c d  11) 

thr  rnani~gc~nc~nt and valued at  not nlorcb than cwst - - I<c.serves and Provisions: 
I'rovision for tlol~reciation (incl~rcding depreciation of physi- 

cal assets of srthsidiaries not consolidated) - - - - - 
Provision for amortization (including sinking fund rcwrvrs) 
General reserves - - - - - - - - - - - - - - 
Provisionforcontingrncics- - - - - - - - - - - 

Cnrrrnt Lialdities: 
Arcorints payable and accrued charges - - - - - - - 
Consumers' deposits (per contra) - - - - - - - - 
Liability for 5yo 50 year mortgagr honds of I'hc Hio de 

Janeiro Tramway. Light and I'owcr Cornpan!. Limited. 
d r a ~ t n  for redemption in 1919 - - - - - - - - - 

Sl~arewarrant and Imnd coupons payable, di\ idcnd ehrquc..; 
outstanding and accrned interest on funded d e l ~ t  - - 7- 110.071 

8 3 1. 170.083 

8 NO. L 10.080 



B R A Z I L I A N  T R A C T I O N ,  L I G H T  A N D  P O W E R  COMPANY,  L I M I T E D  

A N D  S U B S I D I A R Y  C O M P A N I E S  

FOR T H E  YEAR ENDED 31ST DECEMBER, 1948 
(With comparolivejigures for theycar ended 31st December, 1947) 

Year ended Year ended 
3181 December 319s December 

1948 1947 
Gross earnings from operations - - - - - - - - - - $101,945,202 $92,578,431 
Interest on temporary investments - - - - - - - - . 121,541 359,489 
Other miscellaneous income - - - - - - - - - - - 111,824 144,388 
Total revenue - - - - - - - - - - - - - - . - $102,178,567 $93,082,308 

Less: 
Operating expenses including provision for taxes - - - - $ 63,754,132 $57,097,476 
Provision for depreciation - - - - - - - - - - - 8,136,196 6,601,311 
Provisionforamortization - - - - - - - - - - - 1,000,000 1,000,000 
Total operating expenses, depreciation and amortization - $ 72,890,328 $64,698,787 

Net profit before bond interest, sinking funds and other 
financial charges - - - - - - - - - - - - - 8 29,288,239 $28,383,521 

Less: 
Bond interest - - - - - - - - - - - - - - - $ 1,262,229 $ 1,4,35,429 
Sinking funds and other financial charges - - - - - - 939,768 966,708 
Total interest and other financial charges - - - - - - $ 2,201,997 $ 2,402,137 

Net Profit for the year - - - - - - - - - - - - - $ 27,086,24.2 $25,981,384 

NOTE-Remuneration of directors (excluding executive officers) including payments by subsidiary companies amounted 
in 1948 to $13,920. 
Remuneration of counsel, solicitors and legal advisers and executive officers including payments by subsidiary companies 
amounted in 1948 to  $663,456. 

FOR T H E  YEAH ENDED 31ST DECEMBER, 1948 

Balance 31st December, 194.7 - - - - - - - - - - - - - - 
Net profit for the year ended 31st December, 1943 - - - - - - - 

Less diuidends: 
Preference shares- 

$6.00 per share - - - - - - - - - $ 23,604 
Ordinary Shares- 

$1.00 per share paid 2nd June, 1948 - - $7,027,105 
$1.00 per share paid 15th December, 1948 - 7,027,176 14,054.,281 14,077,885 

Balance31st December, 1948 - - - - - - - - - - . - - - - - $80.502.535 

R10 D E  J A N € I R O ,  CENTRAL RAlLM 






