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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDUM
TO: Mr. Gunter K. Wiese, Director, LAC II DATE: December 17, 1974

(through Mr. Ski' ings, Division Chief, LAC II)
FROM: Eldon E. Senn .jjan Officer, LAC II

SUBJECT: BRAZIL - Sao Paulo Water Supply and Pollution Control
Projects (Loans 757-BR and 758-BR)

1. Attached for your signature are the Loan Assumption Agreement

(3 copies) with SABESP and the Supplemental Guarantee Agreement (3 copies)
for the above projects. The documents are as proposed in Mr. Skillings'
memo of November 19, 1974 (copy attached as reference), and subsequently
approved by Mr. Alter. The Brazilians agreed during my recent visit to
Brazil to the proposed financial covenant requiring a rate of return of
4% in 1975 and 6% thereafter. This will require a tariff increase in
real terms of 18-20% at the end of 1975 or a smaller increase in mid-1975
(the Brazilians prefer the latter). The President and a Director of
SABESP therefore signed the Loan Assumption Agreement and the Acting
Procurador Geral da Fazenda signed the Supplemental Guarantee Agreement.
The documents would be dated at the time of your signature.

2. A supplemental letter from SABESP to the Bank confirming
SABESP's intention to appoint promptly an experienced and qualified
person to be responsible for the management of the water supply program
was dispatched by SABESP Tuesday, December 17. The attached draft
letter was proposed by the Bank and agreed by SABESP.

3. If you agree, we will make the following entry in the next
Semi-Monthly Report to the Executive Directors:

"$22 Million Loan of June 21, 1971 to Superintendencia de
Agua e Escotos da Capital, SAEC (Ln. 757); $17 Million Loan
of June 21, 1971 to Companhia Metropolitana de Saneamento de
Sao Paulo, SANESP (Ln. 758): A Loan Assumption Agreement
between the IBRD and Companhia de Saneamento Basico do Estado
de Sao Paulo (SABESP) and a Supplementary Guarantee Agreement
between the IBRD and the Federative Republic of Brazil, re-
quired by the merger of SAEC and SANESP, the original bor-
rowers, with several other companies to form a new state
water supply and sewerage agency, SABESP, were c6ompleted on
December 17, 1974. The Loan Assumption Agreement requires
a rate of return on average net fixed assets of the new
Borrower of 4% in 1975 and 6% thereafter (R74-194)."

Attachments

cc: Messrs. Costa, LACP
Buhler, Legal
Helne, Controller's

S
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companhia de saneamento besico do estado s6o paulo - sabesp

PRE-1539/74-C Sao Paulo, December 12th, 1974

International Bank for

Reconstruction and Developpent

1818 H Street, N. W.

Washington, D.C. 20433

U.S.A. 4 -

Re: Loans No. 757-BR and No. 758-BR

(Loan Assumption Agreement)

Management of Water Supply Program

Dear Sirs:

Please refer to the Loan Assumption Agreement (Sao Paulo Water

Supply and Pollution Projects) of even date between the

International Bank for Reconstruction and Development (the

Bank) and us.

We hereby confirm to the Bank that we will appoint promptly

an experienced and qualified person to be responsible for the

management of our water supply program.

Very truly yours,

Luiz Phelip vao Carneiro da Cunha

President

scar Felomeno Lotito

Director
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companhia de saneamnto besico do estado cg sAo paulo - sabesp

PRE-1539/74-C Sao Paulo, December 12th, 1974

International Bank for
Reconstruction and Developpent
1818 H Street, N. W.
Washington, D.C. 20433
U.S.A.

Re: Loans No. 757-BR and No. 758-BR

(Loan Assumption AgreemenC)

Management of Water Supply Program

Dear Sirs:

Please refer to the Loan Assumption Agreement (Sao Paulo Water

Supply and Pollution Projects) of even date between the

International Bank for Reconstruction and Development (the

Bank) and us.

We hereby confirm to the Bank that we will appoint promptly

an experienced and qualified person to be responsible for the

management of our water supply program.

Very truly yours,

Luiz Phelipp alvao Carneiro da Cunha

President

scar Felomeno Lotito

Director
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE M ORANDUM
TO: Mr. Gerald Alter (through Mr. ie, Director, LACWiE: November 21, 1974

FROM: Robert F. Skillings, Division Chief, LC2DA

SUBJECT: BRAZIL - Possible Second Sanitation Project in Sao Paulo

1. We have proposed that the Bank consider financing a second pollu-
tion control and sewerage program in Sao Paulo, which we have identified in
the course of our supervision of the water supply and pollution control
projects previously financed by the Bank (Loans 757-BR and 758-BR of June 21,
1971). Works which have already been identified include the construction of
concrete permanent gravity interceptors along several rivers in the Greater
Sao Paulo area, construction of additional sewage treatment facilities and
of a major sewage conveyance tunnel and channel to carry sewage from the
metropolitan area for final disposal. In addition, the new Sao Paulo state
water and sanitation agency, SABESP, will be carrying out a program to extend
water supply and sewerage connections to a broader segment of the urban popu-
lation. The current cost estimate for the proposed next phase of major pol-
lution control and sewerage works is roughly $100 million. We do not yet
have cost estimates for the next phase of the program of water and sewerage
connections, which is not yet fully defined. However, it is estimated that
the total investment program of SABESP during the 1974-1983 period will reach
roughly $1.3 billion in the Sao Paulo metropolitan area alone.

2. The Operations and Lending Program for Brazil approved in May 1974
included a water supply and sewerage operation of $55 million in FY 1976
(for the second phase of the Minas Gerais state program) and an unidentified
water supply and sewerage operation of $60 million in FY 1977. We now
believe that, in view of the slightly slower than expected progress on the
first Minas Gerais project, the second will probably slip to FY 1977. On
the other hand, it might well be possible to define and appraise a follow-up
project in Sao Paulo for consideration during FY 1976. However, as you
know, Mr. Knapp has expressed doubts about this proposal. The purpose of
this memorandum, therefore, is to describe more fully the objectives of and
justification for such an operation in Sao Paulo, and propose a course of
action for the short term.

Social Impact

3. A principal argument for our continued support of pollution control
and sewerage investment in the metropolitan Sao Paulo area lies in the poten-
tial social impact. The area has a population of over 8 million. However,
in spite of an impressive record of economic growth in Sao Paulo and its role
as an "engine" in Brazil's recent development, investments in its public
services (especially water and sewerage) have lagged seriously, threatening
the welfare and health of the population, particularly those with lower
incomes. An apparent deterioration of health and sanitation conditions is
evidenced, for example, in infant mortality rates, which were estimated to
have increased in the 1960's. Also, the present Brazilian meningitis epi-
demic is concentrated in Sao Paulo. Almost two-thirds of the households in



Mr. Gerald Alter - 2 - November 21, 1974

the Greater 3ao Paulo area do not have sewer facilities and roughly half are
without piped water -- both proportions relatively worse than in the state's
urban areas as a whole. Furthermore, a substantial task remains in reducing
the intense pollution of the city's rivers. Overall, the target of the
PLANASA program in Sao Paulo state is to extend by 1980 adequate water supply
to 87% of the urban population and sewerage services to 60%.

4. It can be safely assumed that the part of the population without
sewerage services falls largely into low-income groups. The per capita income
in the state of Sao Paulo, at $780 in 1970, is the highest among Brazilian
states, but it still ranks well within the range associated with less devel-
oped countries. While we are not able to show precisely the income or rela-
tive status of groups which might benefit from the proposed program, census
data from 1970 suggest that roughly only the lowest 15% of the urban popula-
tion in the state of Sao Paulo would fall into the lowest 40% of the income
distribution for Brazil as a whole. Our financing, therefore, could not be
said to benefit primarily people in the lowest 40% of Brazil's income distri-
bution. However, we would seek to ensure, through our participation, that
project benefits reached the lowest income groups in Sao Paulo at least in
proportion to the share they represent in the population currently not served
with piped water or with sewerage connections. In such a case, and assuming
the population currently served represents the upper income category, as many
as a quarter of the direct beneficiaries of a program of household water or
sewerage connections would be in the lowest 40% of Brazil's income distribu-
tion. The remainder of the beneficiaries would fall in an income range both
below and above the Brazilian national average (which was $420 per capita in
1970 and in the $600 range in 1973).

5. It is true that much of the lowest income population in Brazil
resides in rural areas, bu.t we are actively preparing rural development proj-
ects to help meet the particular needs of that segment of the population.
Furthermore, we believe that the overall national income scales do not fully
allow "quality of life" comparisons between urban and rural areas, particu-
larly if such factors as local cost of living or the impact of the local
environment on health conditions are to be considered. We are therefore con-
vinced that the proposed program to broaden the access to piped water and to
sewerage facilities -- together with the concurrent improvement of health
and the environment in the community -- would be a major step forward in the
Government's social development efforts.

Institution Building

6. A second reason for our participation in the project is to provide
support in improving the financial performance and management of SABESP --
support that federal and state authorities are anxious to have. SABESP is
faced with the problem of integrating the operations of not only the previous
Bank borrowers, SAEC and SANESP, but also the other companies which were
merged. We are currently negotiating with SABESP a loan assumption agreement
which would require SABESP to undertake not only the general responsibilities



Mr. Gerald Alter - 3 - November 21, 1974

of the previous borrowers but also measures to increase tariffs for services
previously carried out by other companies, as well as initial measures to
improve its organization and train its staff. Important management deficien-
cies are likely to remain, however, at least until after the new state govern-
ment takes office next month. We believe that the Bank can play an important
continuing role in institution building, particularly to strengthen SABESP's
management structure, organization and financing.

Income Distribution

7. The relatively advanced stage of development in the state of Sao
Paulo, compared to Brazil as a whole, does not necessarily imply that all
Bank lending in Brazil should be directed toward other regions. The struc-
ture of public sector finances in Brazil provides for a deliberate transfer
of fiscal and other resources from Sao Paulo to lower income parts of Brazil
(described in our economic report on the state's economy, No. 355a-BR, Vol-
ume III, dated June 20, 1974), which drains the state of resources that might
otherwise be devoted to services within the state itself. The state's tax
burden is already well above that of other states in Brazil, and internal and
external borrowing will be necessary to meet public investment needs and at
the same time continue the state's contribution of fiscal resources to other
regions. Bank financing, however, would not replace the state's 50% contri-
bution to the PLANASA program in Sao Paulo, but would rather form part of
the BN contribution, releasing BNH resources for use elsewhere.

8. Furthermore, the national PLANASA system itself is set up to pro-
vide for cross-subsidization, through variations in interest rates on BNH
loans, among the water supply and sewerage programs in the different states.
Hence, the PLANASA program in Sao Paulo, while helping alleviate the backlog
of socially oriented investment in that state, would also help generate rev-
enues to be transferred to PLANASA programs elsewhere in Brazil. Bank par-
ticipation would help assure that the water supply and sewerage investments
in Sao Paulo receive appropriate attention in terms not only of the state
allocation of its investment resources but also of the technical, financial
and organizational development necessary to deliver such services to a broader
income range. It would hence reinforce the general pattern of income redis-
tribution which we have been urging the Government to follow.

Immediate Posture

9. With a change of government in the state of Sao Paulo due to take
place in March 1975, it is at the moment difficult to be precise about the
Bank's role in institution building or in influencing the direction of the
sewerage investment program toward lower income areas. For the time being,
we should like to inform the federal and state authorities that we will follow
with interest the evolution of SABESP's management problems and of the invest-
ment program, and will consider next year, after the change in government,



Mr. Gerald Alter - 4 - November 21, 1974

whether a second Bank operation would be desirablel. By the time of the
next management CPP review, in May 1975, we should have a much clearer idea
of SABESP's future and of a possible future Bank role, and we can then make
recommendations as to whether or not the Bank should consider a second loan.
We would not, in the meantime, close the door. Do you agree?

Cleared with and cc: Mr. Costa, Acting Division Chief, LACP

cc: Mr. Knox, Director, LACP
Ms. Johnson-Sirleaf, Loan Officer, LC2DA

l/ Such a course would probably mean that SABESP would go forward without
our help with several major pollution control works that should be
ready for contracting shortly.
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR I NTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. iobert F. Skillings, Acting Director, 1 1 DATE: November 8, 19714

FROM: Eldon E. Senner 0nOfficer, LC2DA

SUBJECT: BfAZIL - Sao Paulo dater Supply and Sewerage Projects
(Loans 757-BR and 758-BR of June 21, 19(1)

Introduction

1. You will recall that during 1973 the Sao Paulo state public enter-
prises that were the oorrowers for these loans (SAEC for water supply and
SANESP for sewerage) were merged, together with other water and sewerage
entities in this state, into a single new enterprise, S B, as a prelude
to Sao Paulo signing the national PLANASA agreement. 'e have been permittin.;
discursements to continue or. an interim basis pendin signature of Loan As-
sumption Agreements with SkBESP. The present interim arrangement expires on
November 30. n Projects Department supervision mission visited Sao Paulo
in September, accompanied oy an attorney and Pirs. Johnson-Sirleaf. The
mission's report and the addendum are attached, together with a separate
report by Mrs. Johnson-Sirleaf dated October 7, 19'14. Ilso attached is a
draft Loan Assumption Pgreement, all but one of whose provisions was agreed
by the mission with SAB C. The exception was the revised tariff covenant
(see para. 5 below).

Disbursement Percentages

2. The Loan Assumption Agreement, in addition to recording ,AB S3
assumption of the financial and project obligations of SALC and 31AE,
would record our agreement to increase the disbursement percentages for
domestic civil works and equipment expenditures (from 37 to 48% in the case
of the water supply loan and from 14 to 18% in the case of the sewerage loan).
These adjustments are needed because the allocation of proceeds of both loans
originally included amounts to cover direct foreign exchange expenditures.
Until now, all of the procurement has been in Brazil, following (for contracts
eligible for Bank finance) international competitive obdin proceoures. The
percentage of the total project costs to be financed by the Bank would not
be increased.

Tariffs

3. The original Loan Agreements provided that tariffs should be suf-
ficient to provide a rate of return of 5 ) on net fixed assets in 1972, and
7% thereafter for the water supply project and 79% thereafter for the pollu-tion control project. The financial structure of SABESP is quite different
from that of the original companies, among other things because it has taken
over the activities of COMASP, the large bulk water supplier for the 3ao Paulo
metropolitan area. The mission reached the conclusion that SALF would be
able to achieve a rate of return gradually increasing from 4% in 1975 to 6%
after 1978, provided that tariffs are increased as planned by 25% (in current



Hr . R c4)eI r. kiiIif - 3 i~V~O28, i)JI-,

Jornal surances on thil pont at the time of signtu re of the Loan
Assumption AgreePent. A draft letter to this effect is atactn.

iaana gement

7. The mission has also found that the overall management of SABESP
is weak, the President of the company having had no previous experience
with enterprise m, bnbment or with water suply and sewerage operation.
Noreover, the presen. management does not expect to remain in office beyond
Xarch 1975, when a new Governor will take oifice in Sao Paulo. This situa-
tio is of course unsatisfactory. However, it is not within the Bank's
nower at the present moment to alter the situation. We have called the
attention of the federal and state authorities to the unsatisfactory man-
agement situation and will do so also to the new governing authorities in
the state of Sao Pulo when they are designated. The strengthenilg o: the
managemen; of i -would certainly be a pre-condition for our proceeding
with a proposed second pollution control project (see your memorandum to
P'. Wiese of Catnser 8, 1914). e are sati lied, however, that the pur-
poes of the two first loans will have a reasonaule prospect of being accon-
pil ished even without an immediate change in SABEHIs top management, pro-
vided the administration of the water supply progran is improved as set
forth in paragraph 6 above, and provided tariffs are increased as discussed
in paragraphs 3 - 5 above. Moreover, we propose to include in the Loan
ssumption ngreement provisions (Sections 1.04 and 1.05) designed to improve4SABESPs management.

Conclusion

8. if you agree with the foregoing, we woul: proceed to hold further
discussions with the federal and state governments and with SABESP with a
view to reaching early agreement on a revised Loan Assumption Agreement
containing the provisions recommended above.

Attachments

Cleared with and cc: ivessrs. Buhler, Legal Department
Costa, Acting Division Chief, LACP
Holne, Controller s
,odriguez, Procurement [gineer, LACP

cc: Ir. Wiese, Director, LAC II (o/r)
Mr. Knox, Director, LACP
Hr. Geli, Assistant Director, LACP
Ya. Johnson-Sirleaf, Loan Officer, LC2DA (o/r)

0r



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Gerald Alter DATE: November 8, 197 /

FROM: iobert F. Skillings, Acting Director, LC2DA

SUBJECT: BRAZIL - Sao Paulo dater Supply and Sewerage Projects
(Loans 757-BA and 758-Bi of June 21, 1971)

1. I am attaching a memorandum, dated November 5, 1974, from Mr. Senner
to me regarding the above-mentioned projects. The memorandum outlines the
major provisions, particularly regarding financial performance and tariffs
(see paragraphs 3 - 5), which we recommend that the Bank require in a Loan
Assumption Agreement with SABESP, which is the new 2ao Paulo state water and
sewerage agency formed oy the merger of SAEC and SANESP (the original borrowers
for these projects) and other water and sewerage e-.ities in the state.

2. If you agree with the recommendations outlined in paragraphs 3 - 5
of idr. .enner's memorandum, we shall proceed to hold further discussions
with the federal and state governments with a view to reaching agreement on
the draft Loan Assumption Agreement.

Attachment

cc: Mr. Wiese, Director, LAC II (o/r)
Messrs. Knox, Director; Geli, Assistant Director (LACP)
Mr. Costa, Acting Division Chief, LACP

/T
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IN TE NA TONAL DE LOPME ,INTERNATNTION AN FOR *COFW IONAL FINANCE

ASS5CIAT;mN RECONSTRUCTION AND DEVELOPMENT CORPORAT ON

OFFICE MEMORANDUM
TO, Mr. John M. Kalbe1, <tten (Chief, LCPWS) DATE:November 1, 1974

FROM: Fritz Rodriguez ;43R, LCPWS) and Rene Crsta FNA, LCPWS)

SUBJECT I3RA/,IL - Ioan" ,;7 & Tt-BR - Sao Paulo Water Supply and
Pollu v ion Control Project
Addeomdum to Back-to-Office and Full Report
of C e ober 24, 1974

1. Paragraph 6.03 of the report states that no progress has been

made in the execu-tion of the water supply project. W- think that this

statement needs - be amplified and further clarified from the way it

might be interprN ted in the report. In fact, the "no progress" refers

only to SABE6P not contracting for new works in the last six months.

It does not mern a total stop of the water supply program, and the

ongoing works ire progressing well.

2. As Explained in paragraph 10.03 of the report, one of the

reasons for tte slow progress in contracting for new works is the

transfer of Mr. Lima Pontes, formerly responsible for the Bank water

supply program, to another department. Mr. Lima Pontes was the

Planning Director in the former SAEC water utility and continued to

be responsible for the Bank project following the creation of SABESP

on June 29, 1973. However, after the reorganization of SABESP last

June, a Constru:otion Department with a single planning office, was
set up. Mr. Camnano, the former Planning Director in SANESP sewage

utility, became the head of this planning office, with overall

responsibility for all SABESPts projects.

3. Mr. Camano is familiar with the Bankts sewerage program in

Sao Paulo and obviously had no difficulties in moving the program

ahead. However, as we expected, Mr. Camano was not familiar with

the water supply requirements in Greater Sao Paulo and needed some

time to get acquainted with the Bank water supply program.

h. During our mission we discussed this situation with Mr. Lotito,
the Technical Director, and with SABESPts staff and asked them to

start contracting for the remaining works. The total project cost

is estimated at US$ 52.8 million, and contracts for US$ 29.5 million

of works have already been placed by SABESP. We also promised

Mr. Lotito totnform him of the Bank's program components.

We are convinced that additional contracts for the water
supply project will soon be placed,even before the expected change
in SABESP's management in March 1974. We must also point out that

this delay will not jeopardize the success of our water supply

program in Sao 7aulo. We are only financing the water distribution
network and putting this network into operation will depend on the

completion of tha bulk water supply works undertaken by the former

COMAbP. Such a completion has also been delayed and the second

supply of 3 m3 /sec is not expected before the end of next year
(the first supply of 3 m3 /sec was made this year).



Mr. John M. Ka ermatten - 2 - November 1, 1974

6. We, ir3:efore, recommend not to postpone the signing of the

Loan Assumptiol Agreement for the SAEC project (Loan 757-BR) because

of the slow pr-gress shown by SABESP in contracting fto new water

supply works i-i the last six months. We have also revised the letter

to SABESP (Am: ex 1) by requesting fomal action by the company

management tc speed up the contracts for the remaining works.

Attachment

FRodrigue

cc: Messrs. Kn ,x (LCPDR), Geli (LCPDR), Skillings (LC2DA),
Ms. Johnsc-Sirleaf (LC2DA), van der Tak (VPSVP),

Rovani (F3PDR) (3), Bowron (PAB), Carvalho (LID),
Helne (CTE), Ms. Steiner (LCPWS), LAC Files,
Division Files



DRAFT LETTER

Loans 757 and 7TK-BR

General Luiz P, JlvaO Carneiro da C.nha

Presidente
Companhia de 7aneamento BAsico do

Estado de Smo Paulo - SABESP

Rua Costa Carialho, 300 - Pinheiros

Sao Paulo, Brazil

Sao Paulo vate r supply and Pollut-io

Control Project

Dear General C<71iro da Cunha:

Firs- of all I should like to thank you an( your staff

for the kind -ooperation and courtesies extended to Messrs. Rodriguez

and Costa during their recent visit to ,ao Paulo. They informed the

Bank that you agreed to the provisions of the draft Loan Assumption

Agreement whicn ,as initialled by you and the members of our mission.

1 am sending herewith two copies cf the Loan Assumption

Agreement alreidy signed by the Bank. Please have authorized repre-

sentatives cf SABESP sign the documents and return one signed copy

to the Bank. We also need to receive a letter from the Sao Paulo

State Govermm ent approving the Loan Assumption Agreement. In this

regard we suggast that the State Government 
use the draft letter

which was submitted by our mission to Mr. 
Capocchi, the Director of

your Legal Department.

W are concerned about the lack of progress in organizing

the campany and, in particular, in the execution of the Water Supply

Program which was discussed by our mission members with your



acnex 1

General Luiz Galvao Oarneiro da Cunha ?age 2 of 2 pages

technical staff. 3lcw progress by SABESP in contracting for the nmainit!

works of the p-gram occurred during the last six months. We, therefore,

urge you to a. ,ertise the contracts for the remaining works, es soon as

possible, and -o name someone of your company to be responsible for the

water supply program, as suggested by our mission.

We thin. that SABESP's present organizational structure of

seven departmen: is not functioning well and above all, better coordi-

nation shoulc be established between the departments. We learnt that

the report of the management consultants you hired to review SABESP's

present orgai :zation, was not ready at the time our mission visited

Sao Paulo. W would appreciate your informing us of the Consultantts

findings once th ir report is available.

Our rirsion discussed with Mr. Lotito, your Technical Director,

the prospect f the Bank financing the master plan (Solueao Integrada)

for sewage cr'lection and disposal in Greater Sao Paulo, and suggested

that the Juqgri Tunnel civil works be internationally bid. We want

to confirm our mission's proposal and renew our willirnness to assist

3ABESP with tec.<nical expertise and financing in this project, provided

the civil works :ontract for the Juqueri Tunnel is placed by means of

internationa. competitive bidding.

Sincerely yours,

Gunter K. Wiese, Director
Country Programs Department
Latin America and Caribbean

Regional Office

Eynclosures

cc: Mr. M. Sculman, Banco Nacional da Habitagao (34H)

November 1, 1974
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

1818 H Street, N.W., Washingtmn, D. C. 20433, US.A.
As.. C.J.202 - TZqJ.-BX... .62 - C.IJA J"...-INTSARAD

000 Atit s I 5 9

Gemen as Bud"- ma do %"&as do 1kW ho"l

AVWda ?ain3t., Abbe - I h
031" S" Fal, *1

Astns Athopft 1m*

Gentlemen:

The preparation of our Advices of Payments has now been
converted to a computer format which has permitted the
standardization of certain information appearing thereon.

To facilitate the preparation of these Advices, it has
become necessary to alter the format, but all pertinent
information previously reflected is still maintained.

If any questions arise, we shall be pleased to clarify
them for you.

Sincerely yours,

Jean B. De Boeck
Chief, Cashier's Division



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

1818 H Street, N.W, Wauiington, D. C. 20433, U.S.A.

A.- -. 202 - T"E-.. - Sx 60 c- C" A" -... - INTAPRAD

O*Ubr 31, 19%

COeMaiLa do Saoamsto Dawl.. f. Istado do 3a" Paul.
- SAUD?
Avemida Paullsta, 1776 2 21* Andaa
01310 Sao Paulo, ka,1l

Attai Athaj* Nisga

Lesa. Aoint Ne. 7W U

Gentlemen:

The preparation of our Advices of Payments has now been
converted to a computer format which has permitted the
standardization of certain information appearing thereon.

To facilitate the preparation of these Advices, it has
become necessary to alter the format, but all pertinent
information previously reflected is still maintained.

If any questions arise, we shall be pleased to clarify
them for you.

Sincerely yours,

Jean B. De Boeck
Chief, Cashier's Division



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

1818 H Street,N.W., Washington, D.C. 20433, US.A.

A..6.C.2W2 - CAX..x.M. S-6g6 - .3.AJ&....- INTARAD

Otober 31, 1974

inisterie da laMda
Av. Presidante Ant..to CarlO,, 375
Rio do Janijo, Rasil

Loa Aesgunt at. L8 E

Gentlemen:

The preparation of our Advices of Payments has now been
converted to a computer format which has permitted the
standardization of certain information appearing thereon.

To facilitate the preparation of these Advices, it has
become necessary to alter the format, but all pertinent
information previously reflected is still maintained.

If any questions arise, we shall be pleased to clarify
them for you.

Sincerely yours,

Jean B. Do Boeck
Chief, Cashier's Division



FOMNO 590 IBRD AND IDA -- SUPERVISION SUMMARY

Recional Office: Country: Project Name Project No.: Loann CreditE No.:

LCP BMZUl Sao Paulo 6RRAww1 757-BR

Projects Dept./Div.: No. Code: Projects Officer: Loan Officer Board Date: Signing Dat

LCPNS 166-421 R. Costa sE. Johnson-SirleafJ 05-18-71 Q6?l1
SEZ'TION 1: PERFORMANCE RATING Last Summary This Summary

STATUS: Problem Free - 1; Minor Problems - 2; Major Problems - 3

TREND: Improving - 1; Stationary - 2; Deteriorating - 3

TYPES OF PROBLEM: Financial - 1; Managerial - 2; Technical - 3; Political - 4; Other (explain) - 5

Designated a "problem project" in most recent SVP review: Yes - Y; No - N H ]

SC1A2: SUKIMAR V PROJ ECT DESCB IPJT IN
SECTIs proj e ct consEsts or e supply and installation of about 2,800 Km of water distri-

bution pipes ranging in size from 75 mm to 700 mm in diameter, inside the boundaries of Sao

?aulo Municipality. Additional storage reservoirs of a total capacity of 103,000 m3 will

be constructed and the borrower will purchase billing equipment and about 250,000 water

meters.

SECTION 3: PROJECT DATA (Do not advance FY time frame until after 3-month updating cycle which ends July 31.)

Etimated/Actual Loan/Q(X Project Loan/ yjW Project Loan/(3M Cumulative Disbursements Through

A; of: Effectiveness Completion Closing Cost Amount Past FY j Current FY 74 Next FY 75
(Mo/Oey/Yr.) (Mo/Yr.) (Mo./Day/Yr.) ($xx.xm) ($xx.xm) ($xx.xm) ($xx.xm) ($xx.xm)

Ong 10,29. 71 12,74 06, 30,75 59 80 15.7 21.6 22 ,0

Beginning of FY* 12, 76 o6. 30 -77 59 22 0Q 8L 5
Latest 02 113 72 12,7 ..Q3*Th A --210- 1oA. JL 8

Legal closing date: 06, 30 75 Disbursements to date.

As of date: 10 .22 711.
Use estimate which is "latest" at beginning of FY. A special beginning-of-FY estimate not required.

SECTION 4: SUPERVISION SCHEDULE Next Msn. Departure 03,75 Time Expenditure (Optional)

Msn. Return to HQ Final Rpt. Date Recommended interval Projects Programs

(Mo./Day/Yr.) (Mo./Day/Yr.) between Missions (months) (mw) (mw)

Lat3st 10 .15 .74 1L24.74 CS )- End of period covered by FY Plan 14 -
Previous 07.15.74 0o 16.74 < FS ). latest progress report 6.Q6 jlh FY to date -

* Type of Report: FS = Full Supervision; CS = Combined Full/B-T-O; C = Completion; A = Appraisal; 0 - Other (explain in Section 5)

3ECTION 5 COMMENTS (Explain "other" in Section 1 and clarify, if necessary, the data contained in Sections 3 and 4.)

The mission visited Sao Paulo from September 24 to 28, 1974. Mr. R. Bahler, a Bank

lawyer, and Ms. E. Johnson-Sirleaf, Loan Officer, participated in our discussions with the

orSABES.
.ION 6: SUMMARY OF PROJECT STATUS, TREND, AND MAJOR PROBLEMS

6.01 Agreement was reached on all the provisions of the draft Loan Assumption Agreement

and both the mission members and SABESP's President initialled the documents. Four amend-

ments to the existing Loan Agreements were introduced in the Loan Assumption Agreement:

(i) the percentages of expenditures financed by the Bank on civil works and locally
produced equipment and materials are respectively increased to 48% and 185 for the SAEC
and SANESP projects; (ii) the revenues covenants are modified to provide a rate of return

of not less than 15 in 1974, 45 in 1975, 5% in 1976, 1977 and 1978, and 65 thereafter,

on the average value of SABESP net fixed assets in operation; (iii) a training program
has been included in the SAEC project description and Schedule 1 of Loan 757-BR was amended

to penmit Bank financing of this program, and (iv) the Closing Date has been postponed for a

year to June 30, 1976 (paragraph 9.01).

6.02 Design and procurement on the sewerage project are of good quality and construc-

tion of the works has been progressing rapidly in the last six months. The construction of

the Mogi-Suzano Interceptors is completed and civil works in the low lift pumping stations

have started. The Mogi-Suzano System is expected to be put in operation at the beginning

of 1976. Good progress has also been made in the construction of the ABC System. Comple-
tion of the ABC Interceptors is scheduled for June 1975. The original cost estimates of

this project (US$ 65 million) remain unchanged (paragraphs 10.01 and 10.02).

R. Costa
Preparing Officer: F. Rodriguez Initials: Date: 10-24-



FORtM NO. 590-2
(7 -74) IBRD AND IDA - SUPERVISION SUMMARY

ReIional Office: Country: Project Name: Project No.: LoanW Credit]No

TP Brazil Sao Paulo Pollution Control 6BRAWwo1 758-BR
Proj .cts Dept./Div.: No. Code: Projects Officer: Loan Officer: Board Date: Signing Date:

LCPWS bL66-42 F. Rodriguez .E. Johnson-Sirleaf 05-18-71 06-21-71
SECTION 1: PERFORMANCE RATING Last Summary This Summary

STATUS: Problem Free - 1; Minor Problems - 2; Major Problems - 3

TREND: Improving - 1; Stationary - 2; Deteriorating - 3 P L E D
TYPES OF PROBLEM: Financial - 1; Managerial - 2; Technical - 3; Political - 4, Other (explain) 5

Designated a "problem project" in most recent SVP review: Yes - Y; No - N OR

SECTION 2: SUMMARY PROJECT DESCRIPTION

The project includes the construction of 48 Km of interceptor sewers along the Dos

Meninos, Tamanduatei and Tiete Riv rs; the construction of a 3 m3 /sec. primary treatment

plant at San Caetano and a 1.5 - m /sec. secondary treatment at Mogi-Suzano and related

low-lift pump stations for the treatment plants.

SFCTION 3: PROJECT DAT A (Do not advance FY time frame until after 3-month updating cycle which ends July 31.)

Estimated/Actual Loan/Er]UIC Project Loan/AeM*J Project Loan/&riW( Cumulative Disbursements Through

As of: Effectiveness Completion Closing Cost Amount Past FY Current FY74 Next FY 75
(Mo./Day/Yr.) (Mo./Yr.) (Mo./Day/Yr.) ($xx.xm) ($xx.xm) ($xx.xm) ($xx.xm) ($xx.xm)

ng 10,2971 12,74 06,30,75 81,5 15 ,0 8, 13 ,3 15,0
Eeginning of FY* 12.76 o6. 31 77 ii 12 -0. 1 1 6i7
Latest O,13,72 12,6 0, 30, 7 7 6Q0 12 , 0 0 , 4 1 j 3,7

Legal closing date: Q6 30 Disbursements to date: 1 6
As of date: 10.22,71

Use estimate which is "latest" at beginning of FY. A special beginning-of-FY estimate not required

SECTION 4: SUPERVISION SCHEDULE Next Msn. Departure 03.75 Time Expenditure (Optional)

Msn. Return to HO Final Rpt. Date Recommended interval Projects Programs

(Mo./oay/Yr.) (Mo./Day/Yr.) between Missions (months) 6 (mw) (mow)

Lat-st 10,15,74 10,24.74 CS End of period covered by FY Plan 11L _ -

Previous o7,15.74 o..8.16,17L ( FS ) latest progress report 0 6 ,30 7/h FY to date 5-
Type of Report: FS = Full Supervision; CS - Combined Full/8-T-O; C = Completion; A = Appraisal; 0 = Other (explain in Section 5)

SECTION 5: COMMENTS (Explain "other" in Section 1 and clarify, if necessary, the data contained in Sections 3 and 4.)

The mission visited Sao Paulo from September 24 to 28, 1974. Mr. R. Buhler, a Bank

lawyer and Ms. E. Johnson-Sirleaf, Loan Officer participated in our discussions with the

* orrower, SABESP.
TION 6: SUMMARY OF PROJECT STATUS, TREND, AND MAJOR PROBLEMS

The borrowers for Ioans 757 and 758-BR, SAEC and SANESP, were disestablished in June

1973 and consolidated with other State water utilities into a new State company, SABESP.

Consequently, SABESP is now the sole borrower for both loans. Therefore, the comments

made under Loan 757-BR are the same for Loan 758-BR (sections 6 - 8).

F. Rodriguez
Preparing Officer: R. Costa Initials: Date:10-24-7h
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6.03 In contrast with the Pollution Control Project, no progress has

been made in the execution of the Water Supply Project. There is no one

in SABESP responsible for planning the works and the Technical Director
was not able to define for us any investment program for the next two

years. The project total cost is now estimated at US$52.8 million, a
decrease of US$7.0 million in the estimates of the Appraisal Report.
Additional related water supply works will be identified in order to

disburse the full loan amount (paragraph 10.03).

6.04 As of October 21, 1974, US$4.h million or 20% of the SAEC
loan amount (757-BR) was disbursed. As of the same date, disbursements

under the SANESP loan (758-BR) amounted to US$1.6 million or about

13% of the loan amount. Disbursements are lagging behind the appraisal

forecasts and this is partly due to the project late start. Specific

action for speeding up disbursements, such as grouping of various

contracts in one bid and Bank financing of advance payments to contrac-

tors, was recommended to the borrower, SABESP (paragraph 11.03).

6.05 The prospect of the Bank financing the second stage of the

Pollution Control Project seems to be remote. SABESP has already

requested local bids for the main item (the conveyance tunnel) of this

project and has not agreed to internationally advertise the contract.

The mission informed SABESP's management that the Bank would be

prepared to finance this project provided the contract for the convey-
ance facilities is placed by means of international competitive
bidding. We estimate that we could appraise the project in less than

six months and accept to pay on the undisbursed amount of the contract

(paragraphs 12.01 - 12.06).

6.06 No progress has been made in organizing the company since

our last visit to Sao Paulo in July 1974. SABESP's organizational

structure still remains inadequate. There is a complete lack of

coordination between the President and the Directors and no one

seems to be interested in planning the company activities. It is

expected that SABESP's present Board of Directors would be removed
from office after the installation of the next State Government in

March 1975 (paragraphs 13.01 and 13.02).

6.07 SABESP's financial situation has been deteriorating in

1974 with a slump in the company short-term solvency and an important

increase in its equity. About 35% of SABESP's 1974 work program
was financed with grants from the State Government. SABESP's water

rates have not been increased since July 1973. The company expects
to show a financial rate of return of 1.4% for 1974, provided its

tariffs are immediately increased by 25% (paragraphs 14.0l - 14.0).
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Section 7: Action Recommended

7.01 The draft Loan Assumption Agreement should be approved by the

Bank and sent to SABESP for ratification and signature. In the letter

notifying SABESP of Bank approval of the Loan Assumption Agreement,

we should also comment on the management and financial situation of

the company (see Annex 1).

7.02 A letter should be sent to Mr. Schulman, BNH's President,

confirming the Bank willingness to partly finance the second stage of

the sewerage works in Greater Sao Paulo, provided the contract for the

tunnel conveyance is placed by means of international competitive

bidding (see Annex 2).

7.03 The next supervision mission should take place in March 1975.

Section 8: Draft Paragraph for the Next President's Report

Loans 757 & 758-BR - Sao Paulo Water Supply and Pollution Control Project

US$34 million, June 1971.

8.01 The Bank has concluded a Loan Assumption Agreement with the

"Companhia de Saneamento Bsico do Estado de Sao Paulo" (SABESP) -which

has succeeded to the two state water utilities, SAEC and SANESP, the

respective borrowers for Loans 757 and 758-BR. Design, procurement

and construction are of good quality, but no great progress has been

made in the project execution. As of October 21, 1974, US$6.0 million

or about 18% of the loan amount was disbursed. This backlog in

disbursements is due to the project's late start and to modification

in the project selected in the Appraisal Report. Presently the

company is badly managed and it is expected that 
the President and

Directors would be removed from office soon after the installation

of the next Sao Paulo Govenment in March 1975. SABESP's financial

situation has been deteriorating in 1974 and the State Government

has financed about 35% of the company's investment program for this

year.

Section 9: The Loan Assumption Agreement

9.01 A draft Loan Assumption Agreement which was prepared in

Washington, was submitted to and discussed with SABESP Is management.

Mr. R. Buhler, a Bank lawyer and Mrs. E. Johnson-Sirleaf, Loan fficer,

participated in the discussions. In addition to the legal requirements

for the succession of SABESP to the rights and obligations of SAEC

and SANESP, the respective borrowers for Loans 757 and 758-BR, four

amendments to the existing Loan Agreements were introduced in the
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Loan Assumption Agreement:

a) The percentages applicable to Category IV in Schedule 1
of Ioan 757-BR, and to Category II in Schedule 1 of
Loan 758-BR are respectively increased to 48% and 18%.
This increase is possible because the uncommitted loan
amount of US$ 17.7 million as of October 1, 1974, is
expected to be entirely applied to local procurement
and civil works (see Mr. Rodriguez's memorandum of
September 6, 1974 to Mr. Kalbermatten);

b) The revenues covenants of the existing loan agreements
are modified to provide now a rate of return of not less
than 1% in 1974, 4% in 1975, 5% in 1976, 1977 and 1978,
and 6% thereafter, on the average value of SABESP net
fixed assets in operation. The original loan agreements
stipulated a minimum return of 7% in 1973 and thereafter.
However, a long delay in implementing higher water rates
(tariffs have not been increased since June 1973) and
the take-over by SABESP of two water utilities in deficit,
SBS and SANEVALE, have brought down this return in 1974.
SABESP is also faced with high operating costs averaging
80% of its revenues in 1974. Personnel cost is amounting
to 66% of these costs in this year. More than 4,000
employees (CLF - Civil Servants) who do not perform any
specific functions in SABESP should be transferred to the
State Ministries (for more detail on SABESP's financial
situation, refer to paragraphs 14.0 - 14.04).

c) The SAEC Project description (Schedule 2) was revised
to include a training program and Schedule 1 of Loan
757-BR now provides for its financing with the loan
proceeds; and,

d) The Closing Date has been postponed for a year to
June 30, 1976.

9.02 Agreement was reached on all the texus and conditions of the
draft Loan Assumption Agreement and both the mission members and
SABESP's President initialled the documents. Last July the Bank
accepted to continue processing disbursement requests from SABESP,
in the absence of the Loan Assumption Agreement, until November 30,
1974 (see Mr. Wiese's letter of July 23, 1974 to SABESP). In order
to avoid any extension of this date, we suggest that the documents
be signed by our management and sent to SABESP for ratification and
signature (see Annex 1).
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Section 10: Physical Execution of the Project

10.01 Construction of the sewerage works has been progressing

rapidly. SABESP's Technical Director is the former SANESP Vice President

and consequently is familiar with the sewerage program. The construction

of the Mogi-Suzano interceptors is completed and civil works in the low

lift pumping stations have been initiated. The Mogi-Suzano system
together with a secondary treatment plant are expected to be in operation
at the beginning of 1976.

10.02 The execution of the ABC System has also shown good progress
in the last six months. Completion of the ABC interceptors is scheduled
for June 1975. The construction of the ABC low lift pumping station
has started and preliminary works in the primary treatment plant are
underway. Construction under this project is of good quality. There
has been no significant change in the original cost estimates of the

Pollution Control Project, which still remain at uS$65 million.

10.03 Unfortunately the same cannot be said for the Water Supply

Program. Mr. Limas Pontes formerly in charge of the program was
transferred to the commercial department and as a consequence no one

was able to discuss the program with the mission. The Technical

Director was not aware of the water supply requirements in the Sao
Paulo metropolitan area and could not define any investment program
for the next two years. Based on the data we could collect we have
estimated that the project total cost would amount to US$ 52.8 million,
a decrease of US$ 7.0 million in the estimates of the Appraisal Report.

This lower project cost means that only US$ 19.5 million out of the

total loan amount of US$ 22.0 million would be applied to the Water
Supply Program. Additional related water supply works would have to

be identified if the full loan amount must be disbursed.

Section 11: Procurement and Disbursement

11.01 Design and procurement are of good quality on the SANESP
project. Bidding for supplying the equipment of the treatment plants

and pumping stations is underway and tender documents for this supply
were reviewed by the mission. SABESP has specified in the bidding
documents that for bid evaluation purposes the c.i.f. cost of imported

equipment would be increased 20% of its freight cost (Taxa de renovacao
da Marinha Mercante - Decreto - Lei No. 790 of August 27, 1969) and
by 2% (Taxa de Melhoramento dos portos - Decreto - Lei No. 415 of

January 10, 1969). We advised SABESP's staff that such import taxes

should not be taken into account and c.i.f. costs should be increased

only 15% in bid comparison with local suppliers.

11.02 Bidding procedures now used by SAEC conform to our guidelines
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for procurement. The mission recommended to SABESP to prequalify civil
works contractors for the SAEC project in order to eliminate irresponsible
bidders. Procurement on both projects is expected to be completed by
the end of 1975.

11.03 As of October 21, 1974, us$ 4.h million or 20s of the SAEC
loan amount was disbursed. As of the same date, disbursements under
the SANESP loan amounted to only IIE$ 1.6 million. Disbursements are
lagging behind the appraisal forecasts and this is partly due to the
projects late start. With the proposed increase in the percentages
of Bank financing, it is expected that the rate of disbursement will
slightly increase. We discussed with SABESP's staff specific measures
which would speed up disbursements, such as grouping of various contracts
in one bid and Bank financing of advance payments to contractors.
SABESP's management was receptive to our suggestions, but we doubt
that the situation will improve in the next six months in view of the
ineffectiveness of the present management as described in paragraph
13.01 of this report. A revised disbursement schedule is shown in
Annex 3.

Section 12: Second Stage of the Pollution Control Project

12.01 A new master plan known as "Solugao Integrada"', for water
pollution abatement in Greater Sao Paulo has been prepared and is now
ready for bidding. This plan is conceived as a second stage of
construction and is a continuation of the sewerage works financed by
the Bank under Loan 758-BR. The first stage includes the construction
of concrete permanent gravity interceptors along the Dos Meninos and
upper Tamanduatei Rivers with trunk collector river crossings, and
of a primary treatment plant at San Caetano. Interceptor sewers
will also be constructed along the lower Tamanduatei River, the
upper and south bank of Tiete River. All sewage downstream the
confluence of the Tamanduatei and Tiete Rivers would flow to a
junction box located on the north bank of Tiete River and opposite
to the inlet of the existing Leopoldina Primary Treatment Plant.
An interceptor along the Pinheiros River would cxnvey sewage to
the same junction box.

12.02 The proposed second stage would consist of the construction
of a single emissary to convey all sewage outside of the metropolitan
area to the adjacent basin of the Juqueri River where final disposal
of the metropolitan wastewater would be made. This emissary would
have a total length of 15 Kms and include a siphon crossing Rio Tiete
south-north, a 14-Em tunnel and an open channel. Treatment facilities
would be considered in a third stage of construction.
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12.03 We reviewed the design of the master plan and found that no
economic considerations conceming the possible use of water for power
generation were made in the report. The "Solugao Integradan seems to
be exclusively directed towards the protection of water resources for
public supply, and their recreational and tourist value. On the
contrary, the first master plan approved by the Bank (Plan IV) was
essentially directed towards power generation which would have probably
resulted in downgrading the quality of the environment. However, we
believe that with some small changes in the design, this second plan
could be accepted.

12.04 SABESP has already advertised the civil works contract for
the conveyance facilities which are expected to cost US$ 50 million.
The total cost of the works including treatment facilities is estimated
at US$ 100 million. SABESP plans to have the contract placed by the
middle of November 1974, before the State elections. SABEMP has
obtained the State Government approval of the "Solugao Integrada" and
is afraid that the next Govemor might not accept the master plan
and call for its revision. A similar situation occurred four years
ago when this present Government did not accept Plan IV approved
by the former administration.

it-.U5 hder these circumstances, the mission realized that it
would be unwise to ask for a postponement of the bidding, and conse-
quently suggested that SaBESP pl.ce the contract by means of inter-
national competitive bidding, and with the Bank approval. We believe
that we could appraise the project in less than six months and
provide for Bank financing onthe undisbursed amount of the contract
as of the signing date of a loan agreement between the Bank and
SABESP. SABESPts management and the State Ministry of Public Works
rejected our proposal on the basis that an international competitive
bidding would require mom time than SABESP has now available to
place the contract before the November elections.

12.06 We discussed with Mr. Schulman, BNH's President, the SABESP
project and advised him that the Bank would still be interested in
financing the second stage of the Sao Paulo Pollution Control Project,
provided the civil works contract for the conveyance tunnel, which is
the main item of the project, is internationally bid. Mr. Schulman
agreed to our proposal and added that he would be glad to count on
the Bank expertise for this project. Mr. Shulman told us that he
will contact the present and next Sao Paulo Governors and discussed
with them the possibility of the Bank financing the project. W
suggest that a follow-up letter on this matter be sent to Mr. Schulman
(see Annex 2).
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Section 13: Organization and Management

13.01 No progress has been made in organizing the company since

our last visit to Sao Paulo in July 1974. The findings of the management

consultants are still not known and not much has been done in the

organization of the departments. There is a complete lack of coordi-

nation between the President and the Directors themselves and no one

seems to be interested in planning the activities of the company.
The President and Directors appeared to be passively killing the time

and waiting for their expected removal from office in March 1975,
after the installation of the next State Government. It is most
desirable that such a change in SABESP's management occur sooner.

The State Government has also not yet decided on the transfer of
about 4,000 employees who are not needed in SABESP.

13.02 SABESP's President, a retired army general, seems to be

responsible for the slow progress in organizing the company; he is

not qualified for this office. our concern about the company
organization should be expressed to SABESP and ENH (see Annexes 1
and 2).

Section 14: Finances

14.01 Comparative Balance Sheets for 1973 and 1974 are shown in

Annex 4, and SABESP's Income Statement for 1974 is given in Annex 5.
SABESP's financial position has been continuously deteriorating in
1974. The financial statements show a slump in the company short-
term solvency (current ratio fell down from 1.8 in December 1973
to 0.8 a year later), and an important increase in the company
equity, which is the result of the recent State Government decision
to help the company with an additional contribution of Cr$ 400
million (about uS$ 56 million). These funds represent about 35%
of the total cost of SABESP's 1974 work program.

14.02 Various causes have contributed to the company present

financial troubles:

a) No tariff increase has been made since July lst, 1973.
In June 1974 SABESP proposed to the CIP 1/ a tariff
increase of 47%, which was not accepted. Negotiations
are continuing but it is unlikely that SABESP tariffs
will be increased by more than 25% in 1974; it has
been estimated that the 22% difference would cost the

1 CIP. ComitA Interinisterial de Pregos - The National Tariff
Board under the Ministry of Finances.
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company about Cr$ 120 million (US$ 16 million) from

July to December 1974.

b) BNH has suspended its disbursements under loan No. 919

(Cr$ 400 or US$ 57 million) to the former COMASP company
for the bulk water supply project of the metropolitan

area. ENH estimates that this project has been over

designed and that other alternatives should be studied.

The awarding of new contracts will be delayed, but

ongoing contracts of Cr$ 120 million or US$ 17 
million

will be financed with SABESP's own financial resources.

c) A state law has been recently enacted entitling all
contractors to negotiate their present contracts with

SABESP to reflect inflation. This would result in an

additional cost of Cr$ 100 million or US$ 15 million;

d) Increase in SABESP operating costs, particularly 
salaries

and supply of materials, by about Cr$ 30 million or

uS$ 4 million; and

e) operating deficits of around cr$ 30 million or Us$ 4

million of the former SBS and SANEVALE water utilities.

14.03 SABESP's financial rate of return for 1974 would be 1.4%,

taking into account the implementation of a 25% tariff increase

in October 1974. This low return reflects the poor financial per-

formance of the company as described above, but is also the conse-

quence of two additional factors:

a) Tariffs do not provide for a return on capital investments

financed with grants. As of December 31, 1973 about

18% of SABESP's total fixed assets were financed by

grants or soft term loans (Cr$ 780 million against

Cr$ 4,250 million). This percentage would raise to

21% by December 31, 1974 (Cr$ 1,180 million against

Cr$ 5,650 million); and

b) The revaluation of gross fixed assets has 
been made

in accordance with the 1974 rate of inflation of 35%

in Brazil.

14.04 Provided tariffs are increased by 25% in October 1974, and

in real terms by 4% and 5% in 1975 and 1976 respectively, SABESP

financial position would substantially improve and State Government

grants could be discontinued by 1977 - In this case, the rate of

return would raise to 4% in 1975, 5% in the years 1976-78 and 6%
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thereafter. The mission considered these objectives reasonable and

proposed the foregoing rates of return to SABESP management who agreed

on such financial targets. The proposed Loan Assumption Agreement

has been prepared on this basis.

14.05 The Global Feasibility Study 1/ for the State of Sao Paulo

is under preparation and should be ready by the end of this year.

Meanwhile, no detailed program of investments is available. Therefore,

the financial projections given in Annex 6 were established on the

basis of a pre-investment study for the State, prepared by SABESP and

reviewed by the Bank, to comply with the PLANASA objectives. Annex 7

shows the basic data and Annex 8 gives the assumptions used to prepare

these projections.

See Minas Gerais Appraisal Report for the definition of Global

Feasibility Study.

Attachme t

FRodri RCosta:am

cc: Messrs. Knox (LCPDR), Geli (LCPDR), Skillings (LC2DA),
Ms. Johnson-Sirleaf (LC2DA), van der Tak (VPSVP),
Rovani (PBPDR) (3), Bowron (PAB), Carvalho (LJDG),
Helne (CTR), Ms. Steiner (LCPWS), LAC Files,
Division Files
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DRAFT LETTER

Loans 757 and 758-BR

General Luis P. Galvao Carneiro da Cunha
Presidente
Companhia de Saneamento Bisico do

Estado de Sao Paulo - SABESP
Rua Costa Carvalho, 300 - Pinheiros
Sao Paulo, Brazil

Re: Sao Paulo Water Supply and Pollution

Control Project

Dear General Carneiro da Cunha:

First of all I should like to thank you and your staff

for the kind cooperation and courtesies extended to Messrs. Rodrigues

and Costa during their recent visit to Sao Paulo. They informed the

Bank that you agreed to the provisions of the draft Loan Assmption

Agreement which was initialled by you and the members of our mission.

I am sending herewith two copies of the Loan Assumption

Agreement already signed by the Bank. Please have authorized repre-

sentatives of SABESP sign the documents and return one signed copy

to the Bank. We also need to receive a letter from the Sao Paulo

State Governent approving the Loan Assumption Agreement. In this

regard we suggest that the State Government use the draft letter

which was submitted by our mission to Mr. Capocchi, the Director of

your Legal Department.

We are concerned about the lack of progress in organizing

the company and, in particular, in the execution of the Water Supply

Program. We think that SABESP? s present organizational structure

of seven departments is not functioning well and above all, better
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coordination should be established between the departments. We

learnt that the report of the management consultants you hired to

review SABESPIs present organisation, was not ready at the time our

mission visited Sao Paulo. We would appreciate your informing us of

the Consultants' findings once their report is available.

Our mission discussed with Mr. Lotito, your Technical Director,

the prospect of the Bank financing the master plan (Soluqao Integrada)

for sewage collection and disposal in Greater Sao Paulo, and suggested

that the Juqueri Tunnel civil works be internationally bid. We want

to confirm our mission's proposal and renew our willingness to assist

SABESP with technical expertise and financing in this project, provided

the civil works contract for the Juqueri Tunnel is placed by means of

international competitive bidding.

Sincerely yours,

Gunter K. Wiese, Director
Country Programs Department
Latin America and Caribbean

Regional office

Enclosures

cc: Mr. M. Schulman, Banco Nacional da Habitagao (31H)

October 24, 3974
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1)Rki T LETTER

Ilmo. Sr.
Dr. Mlauricio Schulman
Presidente
Banco Nacional da Habitagao-BNH
Avenida Chile 230
Rio de Janeiro, Brazil

Re: Sao Paulo Pollution Control Project

Dear Dr. Schulman:

We appreciate the courtesies and cooperation that 
you and

your staff extended to '4essrs. Rodriguez and Costa during their recent

visit to Rio de Janeiro. They discussed with you the prospect of the

Bank financing the second stage of construction of the sewerage program

in Greater Sao Paulo. With this letter, we would like to confirm the

position taken up by our mission on this financing.
laulo

As you already know, the Sao/State Government has approved

a master plan for water pollution abatement in Greater Sao Paulo and

SABESP has requested local bids for construction of the main item of

this plan, the juqueri Tunnel which would convey all the metropolitan

wastewaters to the area of Perus where final disposal of the wastewaters

would be made. The opening of bids for this contract is scheduled for

the middle of November 1974.

Presently we are partly financing the construction of the

interceptor sewers which would transmit all sewage of the Sao Paulo

metropolitan area to the Juqueri Tunnel. In fact, in the last five
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years we have been involved with the Sao Paulo State authorities in

the formulation of a long-term program of water pollution abatement

in Greater Sao Paulo. Therefore, we would like to continue our

involvement in the Sao Paulo sewerage sector and assist SABESP with

technical expertise and financing.

Messrs. Rodriguez and Costa explained to you that the Bank

would still be prepared to finance the second stage of the sewerage

program in Sao Paulo, in spite of the advance status of bid preparation,

provided SABESP accepts to place the contract for the tunnel conveyance

by means of international competitive bidding. We could appraise

the project within the next six months and provide financing for

the portion of this contract not disbursed at the time of signing of

the loan. You informed our mission that you will contact the Sao Paulo

authorities and discuss with them the prospect of the Bank financing

these sewerage works.

We would appreciate being advised of the results of your

discussions with the Sao Paulo State Government, as soon as possible,

so we can take preliminary steps to appraise the project.

Sincerely,

Robert F. Skillings, chief
Country Program Division
Latin America Caribbean

Regional Office

October 24, 197"
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BRAZIL - LOANS 757 & 758-BR
SAO PAULO WATER SUPP A PoLLUTION cXTROL PROJECT

SCHEDULE OF DISBURSEMETS
(Atounts in =S Thoussas)

IBRD FISCAL YEAR CUMULATIVE DISBURSEMET AT END OF QUARTER

AND QUARTER APPRAISAL ESTIMATES CURRNT ESTIMATES

1971/72

1 400
2 1,800
3 4,500
4 7,900 -

1972/73

1 10,600
2 15,200
3 19,400
'4 23,700

1973/74

1 27,400
2 30,600 -
3 32,900
4 34,900

1974/75

1 36,400 5,550
2 37,400 ./7,100..1Y
3 3 8,200

0 3 U1,700

1975/76

1 - 14,000
2 - 16,900
3 .9,900
'4 -22,800

1976/77

1 . 26,500
2 . 30,200
3 34,000
'4

Y/ As of October 22, 1974, uS$6.0 million was disbursed.

3/ Us$3.0 million of the loan amount was cancelled on May 17, 1973.

October 24, 1974



ANNEX 1

ERAZIL

SAO PAULO WATER SUPPLY AND POLLUTION CONTROL PROJECTS

OWIPANHIA DE SANEAMNTO BASICO DO ESTADO DE SAO PAUL) (SAMBSP)

COMPARATIVE BALANCE SHEET STATD4E4TS

-------------- Realised -------------- -- Projected----
As of As of As of

December 31, 1973 June 30 1974 December 31, 197h
--------- ---------------- Cr4 ilo-----------Z 4r'ilion ------------------

ASSETS

Gross Fixed Assets 2,235.7 2,263.4 2,943.3
Less: Depreciation (78.8) (121.6) (163.3)
Net Fixed Assets 2,6.92,141.8 278.
Works in Progress 2.2.7 2 870.4

Total Fixed Assets 42.7 4,732 .

Inventories 77.2 84.4 85.0
Accounts Receivable 156.5 81.3 92.0
Cash 107.2 49.3 50.2
Investments in Securities 137.2 83.0 10.4
Total Current Assets 476.1
Total 4728.8513o,88

QUITY AND LIABILITIES

Su~bribed Capital 2,929.5 2,929.5 2,929.5
Reserves 408.6 539.4 1,028.7
Accumulated Earnings 29.2 61.0 log.6

Total Equity ,3. 3,27.0 067.
Long-Ter Debt Net 1,093.0 L.230.5 1,516.2

Accounts Payable 147.9 1513 100.0
Current Portim of Long-Term Debt 54.7 52.1 52.0

Others 668 70.0
Total Current Liabilities 22.3M0.
Total 4 2_.

Current Ratio 1.8 1.1 0.8

Acid Test Ratio 1.5 0.8 0-5
Debt as % of Total Capitalization 25 26 27



BRAZIL

SAO PAULO WATER SUPPLY AND POLLUTION CONTROL PROJECTS

COMPANHIA DE SANEAMENTO BASICO DO ESTADO DE SAO PAULO (SABESP)

FINANCIAL COVENANT

(LOAN ASSUMPTION AGREEMENT)

1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983

---------------------------------------------- UPC Million---------------------------------

Revenues 5.7 6.3 8.4 11.9 15.9 20.3 24.6 27.9 30.1 31.5 32.9

Operating C)sts (4.5) (4.8) (5.8) (7.3) (9.4) (11.6) (13.1) (14.4) (15.6) (16.2) (17.0)

Depreciation (0.5) (1.1) (1.2) (1.8) (2.7) (3.5) (4.1) (4.8) (5.1) (5.3) (5.5)

Income Before Interest 0.7 0.4 1.4 2.8 3.8 5.2 7.4 8.7 9.4 10.0 10.4

Average Tpate Base 26.0 28.8 37.4 56.3 84.2 112.2 135.4 155.2 166.4 171.2 176.3

Rate of Return 2.7 1.4 3 7 5.0 4.5 4.6 5.5 5.6 5.6 5.8 5.9

Gross Internal Cash Generation - 1.5 2.6 4.6 6.5 8.7 11.5 13.5 14.5 15.3 15.9

Debt Service (2.2) (3.2) (5.0) ( 31 (8.9) (10.3) (11.0) (11.6) (12.1)

Net Internal Cash Generation - (0.7) (0.6) (0.4) 0.5 1.4 2.6 3.2 3.5 3.7 3.8 L

Average Gross Fixed Assets in Operation - 29.7 38.6 58.1 86.8 115.6 139.6 160.0 171.5 176.5 181.8

N..C.G. ts ".of A.G.F.A.0. 1/ -_0 0 0 0.6 1.2 1.9 2.0 2.0 2.1 2.1

1/ N.I.C.G. - Net Internal Cash Generation.
A.G.P.A.O. - Average Gross Fixed Assets

in Operation.



1974 1975 198 19773

SOF FNDS15.9 20.3 24,6 27.9 30.1 3'.. 32.9

6.3 l/ 8-4 11.9 (15.9N6f 13 1) (11_4 ( 15. 6) ( .2 17.-D)

eros ea (4.8) 2.6 4.19. - 11.5 13.5 14.5 15.3 15.9
ets: Cnerating Costs .. 5 ^26.66.5 8 70.)(10)(16 (12.1)

N s s tnte-F! Ca Cener eticn 2.2 3/ (3.2) (.5 .2.6 3.2 3.53.71
e sm: _e : ie 7 ( .6 (0.4) 5. --- g 5.2 5.7

snternal Cash 4enertiOn 1.9 15.5 13.6 5- 5 5
5.9 4/ 1_90 --- -

Loans -'-6 5/ 0.9 3. 0.2 .- 75

7onta1 5"es -81.8.2 16.1 .6.3 05.7
7otal S,-urces--

L NTCAteOr 4.6 6.6 -. 9 4.6 4.3 2.2 2.3 2.4 2.6 2.7

:etoppll:an ,,ea 5 e7 8.1 6.6 6.3 5,1 2.8 3.0 3.1 5.2 2:3
11.6 14.7 159.60 851 6.6 -3 5.3 5.5 5.8 6 0

Jer i sa a Area - 1.7 1.8 2. 2.1 1.3 1.3 1.3 1. 1.5

nter isr S a e a - 1.8 1.8 2.0 2.6 ,4, 1.5 1.6 1.6 i.7

nterior Ste.er 1.2 .2 2.5 -.7 2.7 2.8 2.9 3 0 3.2
a rirS er 3.2 4.0 4-5 8.4 E8 L-92

nterior To:tl 1.6 17.9 15.5 !5.6 14.3 7 8 9.2
Total Tnmestm~ents 0. 3. 0.6 2.3 _2- -- g .5
Increase (Decrease) in Working Capital 0.2 0.3 0.6 0_6_0 ,0

Total Applications 1....21 .11.2150__

1/ Itrc!,des 25. tariff increase f7= October 1974.

2/ Broken duvn as follows:

L?C milli"n %7

Personnel 3.2 67
"a-er a 0.6 12

,e 7%* 1c el 13
0 0ers 02 _06

Total L--? ___

3/ Broken down AS folIoWS:

Akrtizatio -. nte-st Total

0.5 -. k 1.5

t75es 0.._7
:otal 1. 2.

41 Broken down as foilo":

-------------- ------------

37 WC7 5.3 -4 ~2.0 4O

ir3D n2 _1 6 ;.0 0A
Total 5) -0 117

5/ Of which ,n'- '-PC 2.4 wera ir the SALESP

iritial 5-:dget for 197L. An di itra1 grant of

1C0 4.2 -'Ilion (U 
5 

- 111o'r wats ade by the

State in October 197-.



BRAZIL

SAO PAULO WATER SUPPLY AND POLLUTION CONTROL PROJECTS

COMPANHIA DE SANEAMENTO BASICO DO ESTADO DE SAO PAULO SABESP)

PLANASA PROGRAM TN THE STATE

1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983

Total Urban Population (million) 16.3 17.1 17.8 18.6 19.4 20.3 21.2 22.2 23.2 24.2 25.3

Urban Population Metropolitan Area (million) 8.8 9.3 9.7 10.2 10.6 11.1 11.6 12.1 12.7 13.2 13.8

% Metropolitan Area over Total 54 54 54 55 55 55 55 55 55 55 55

Water Supply

Total Urban Population Served by SABESP
Metropolitan Area (million) 3.1 3.4 4.1 5.1 6.6 7.7 8.8 9.7 10.2 10.6 11.1

Interior (million) 0.5 0.6 1.2 2.7 4.5 6.3 7.8 9.1 9.4 9.9 10.3

Total (million) 3.6 4.0 5.3 7.8 11.1 14.0 16.6 18.8 19.6 20.5 21.4

Total as % of State Urban Population 22 23 30 42 57 69 78 85 85 85 85

Water Production and Distributi 5
Volume Produced (million m 558 642 761 1,000 1,364 1,749 2,083 2,383 2,580 2,696 2,817
Volume Sold 'million m3

) 390 450 541 724 1,005 1,312 1,584 1,836 1,989 2,078 2,171

Unaccounted-or Water (') 30 30 29 28 26 25 24 23 23 23 23

Water Tariffs (UPC) 1/
Average tariff ?er m3 

sold: State 8.98 8.64 9.59 10.12 9.92 5.77 9.66 9.59 9.58 9.58 9.58

Average tariff per m3 
sold: Metropolitan Area 9.81 9.45 10.59 11.43 11.43 11.43 11.43 11.43 11.43 11.43 11.43

Average tariff Per m
3 

sold: Interior 5.92 5.91 6.63 7.14 7.14 7.14 7.14 7.14 7.14 7.14 7.14

Sewerage

Total Urban Populttin Served by SABESP
Metropolitan Area (million) 2.3 2.6 3.1 4.0 5.0 5.9 6.7 7.3 7.6 8.0 8.3

Interior (million) 0.2 0.2 0.7 1.7 3.0 4.1 5.1 6.0 6.3 6.5 6.9

Total (million) 2.5 2.8 3.8 5.7 8.0 10.0 11.8 13.3 13.9 14.5 15.2

Total 26% of State Urban Populatton 15 16 21 31 41 49 56 60 60 60 60

Assumed Volume of Severage (million m') 258 295 369 514 720 939 1,135 1,313 1,419 1,485 1,551

Sewerage Tariffs (fJPC) 1/
Average tariff per m

3 
of service: State 7.68 7.28 8.04 8.41 8.17 8.01 7.90 7.83 7.81 7.81 7.81

Average tarif' per m
3 

of service: Metropolitan Area 7.84 7.37 8.26 8.91 8.91 8.91 8.91 8.91 8.91 8.91 8.91

Average tarif- per m
3 

of service: Interior 6.75 6.74 7.03 6.88 6.48 6.30 6.23 6.20 6.20 6.20 6.20

1/ 1 UPC = Cr$101.9 (as of October 1, 1974)
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BRAZIL

SAO PAULO WATER SUPPLY AND POLLUTION CONTROL PROJECT

COMPANHIA DE SANEAMENTO BAbICO DO ESTADO DE SAC) PAULO (SABESP)

PIANASA PRCGRAM IN THE STATE

ASSUMPTIONS FOR PRoJEiCIoS

BASIC DATA

a) General - All projections have been made in UPC (BNH monetary unit

adjusted quarterly in accordance with the inflationary tendency 
in

Brazil. See Minas Gerais Water Supply and Sewerage Project -

Appraisal Report for the definition of UPC - As of October 1st,

1974 1 UPC = CI$101.9 or US$il.35.

b) Water - (PLANASA SP Agreement BNH/Sao Paulo State/SAP-ESP 
of

January 25, 1974).

- 87% of urban population to be served by 1980.

37 municipalities in the metropolitan area.

534 municipalities in the Interior.

- Minimum tariff equal or lower than 3s of minimum salary in

the State.

- Financing of investments = 50A BNH
506 FAE-SP (Banco do Estado de Sao

Paulo - BANESP - Financial Agent

and Orgao-Gestor)

- Terms of the loans to SABESP =
% of Rate on Total

Interest 3asic Rate Financing Disbursements

BNH 8% 50 4.00

FAE 4-1/26 50 2.25

Financial
Agent 1A 100 1.00

Total 7.25

BNH Taxa de Administragao l/ on BIHts disbursements

Taxa de Serviqos Teenicos l% " " I

FAE Taxa de Administraqao l on FAE disbursements

(orgao Gestor)
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Grace Period of BNH-FAE loans - 36 months.

Loan amortization in 18 years after 3 years grace period.

- Global Feasibility Study to be ready by December 31, 1974.

c) Sewerage - (PLANASA-SP Agreement ENH/Sao Paulo State/SABESP of

January 25, 1974).

- 60% of urban population to be served by 1980.

37 municipalities in the metropolitan area.

490 municipalities in the Interior.

- Ainimum tariff = same as for water.

- Financing of investments = same as for water.

- Terms of the loans = same as for water.

- Global Feasibility Study = to be ready by December 31, 1974.

DELIVERY OF MUNIIPALITY CONCESSION CCTRACTS

SABESP would take over the municiapl systems of the State as follows:

Value of
Fixed Assets

Percentage (UPC million)

1975 10$ h
1976 20fo 8 Total = UPC million 40

1977 256 10 . Cr$ billion 4.1

1978 206 8 = US$ million 574

1979 15% 6
1980 106 4

lO= 4o

These systems do not include the Sao Paulo municipality and those

operated by SBS and SANEVALE before SABESP creation. SABESP already

operates these systems.

POPULATIC

a) Rate of Increase

During the last 30 years (1940, 1950, 1960 and 1970 census) the
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total state and urban population increased as follows:

191V[ 1950 1960 1970
----------------------------------- million-----------

Total State 7.2 9.1 1.0 18.0

Urban Population 3.2 4.8 8.2 14.3

% Urban Populition h3 613 80

The average annual population increase in the state has 
been

3.3> (Brazil = 3.0%) - Assuming that this increase would continue

during the period 1971-1980, the total population of the state 
in

1980 would be about 25 million. If the trend of migration from

the country to urban areas is also maintained 90,t of the state

population will live in urban area by 1980. By that time the

urban population would represent about 22 million inhabitants.

Therefore, it has been assumed that the urban population would

increase at an annual rate of 4.50.

b) Population Served

The percentage of urban population served with water and sewerage

services have been projected in order to comply with the PLA*NASi.

objectives.

VOLUME PRCDU CED AN D SOLD

a) Water

Production capacity in the interior of the state (Source = F2SB -

Levantamento das condigoes sanitarias das populagoes urbanas do

Interior do Estado de SP-1972)

Production

Range of Urban \No. of Population per

Population Comrmunities (million) Capita
(d/day)

0 - 6.000 344 0.8 321
6.000 - 12.000 85 0.7 301

12.000 - 25.000 63 1.1 293

25.000 - 0.0oo 42 1.4 268

over 50.000 36 5.2 243

Average for the State 264

The production capacity for the metropolitan region (COMA6P Project)
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has been fixed at 415 1/per capita and per day.

The volume of water sold has been projected assuming that unaccounted

for water represents in 1974 around 30)6 of total volume produced,

and that this percentage would be progressively reduced to about

23Y in 1980.

b) Sewerage

The estimated volume of sewerage has been calculated by relating
the population served with water and sewerage to the volume of

water sold.

INVESTMEMT PER CAPITA

a) Water Supply
IPC

1. Metropolitan Area (expressed in UPC)

Bulk water supply (COMASP Project) 5.2
Distribution (based on the cost of 1 Km

of distribution at 1.700 UPC for 600
inhabitants per 10n) 2.8

Total 8.0

2. Interior

Average cost of existing project
2.000 UPC/Km for 800 inhabitants per Km 2.5

b) Sewerage

1. Metropolitan Area

Sewage collection = 3.400 UPC/Km with 700
inhabitants per Km 4.86
Sewage treatment = data from SANESP 4.l

9.00

2. Interior

Assumption 4-86_
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OPERATIMi OF SAREbP SYST1EMS

a) Tariffs

SABESPts present average tariff per m3 of water sold has been

assumed to increase by 25% in October 1974 and in real tenns

by 4lo and 5% in 1975 and 1976 respectively.

b) Operating Costs

operating costs per M
3 produced were equal to 0,53 UPC in 1973.

The projections consider that there will have some economy of

scale and therefore that operating costs should decrease to

reach 0.40 UPC by 1980.

c) Depreciation

Annual depreciation has been fixed at 3A of revalued fixed assets.

October 24, 1974

0
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AIR MAIL
October 22, 1974

Compani&a de Sanoaento BasLoo do Estado
do Sao Paulo - ABESP

Atts Athayde Rota
Avenida Ialist., 1776, 210 andar
01310 Sao Paulo, Brazil

Re: Loan No. 758 11R
Loan Service Payments Due in Various Currencies

Gentlemen:

The Bank has recently revised its policy regarding the acquisition of

currencies due under Loans. In addition to U. S. dollars and Pounds sterling

we now are prepared to accept French francs to be used for the purchase, as

your agent, of the various currencies due under the above-mentioned Loan.

Should you wish to take advantage of this option, please sign and return to us

the copy of the enclosed form letter.

Sincerely yours,

Victor C. Chang
Deputy Controller

Enclosure:



AIR AIL Otober 22, 1974

CoManhisa de SRnamew.t. Basico do Estodo
de Sao Paulo - SASP

Att: Athayde Rosa
hvsnida Paulista, 1776 21 andar
01310 Sao Paulo, Brazil

Re: Loan No. 758 BR
Loan Service Payments Due in Various Currencies

Gentlemen:

In accordance with Section 4.05 of the General Conditions applicable to
the Loan Agreement of the above-mentioned Loan the International Bank for
Reconstruction and Development will, until further notice, accept U.S. dollars,
French francs or Pounds sterling and attempt, as your agent, to acquire the
currencies actually payable to the Bank under the Loan.

In case you accept this offer for the above-mentioned Loan, our Summary
Statement of Account requesting payments in the future will show the amount due
in each currency and the estimated U.S. dollar, French franc or Pound sterling
equivalent. Upon receipt of the dollars, francs or sterling, the Bank will
purchase the required currencies at the best rate it can obtain at the time
of purchase. Consequently, as market rates fluctuate, it will not be possible
to determine in advance the exact amount of dollars, francs or sterling required
to purchase the currencies due to the Bank. Therefore, the amount of dollars,
francs or sterling requested by the Bank may be more or less than the amount
necessary to purchase the required currencies. Any minor difference will be
carried forward to the next payment date. If the difference is significant the
Bank will refund the overage to you upon request or ask you to transmit the
shortage to the Bank as soon as possible.

Receipt by the Bank of such dollars, francs or sterling will not constitute
fulfillment by the borrower of its payment obligations under the Loan Agreement.
Such payment obligations will be fulfilled only when the Bank has acquired the
necessary currencies due to the Bank. Therefore, any borrower who wishes to
accept this offer must transmit the dollars, francs or sterling to the Bank at
least five working days in advance of the regular payment date of the loan.
This is particularly important as some of the amounts due must be paid to others
who have purchased parts of loans from the Bank.

2/cont'd

Form No. 495
(6-74



Re: Loan No.758 R - 2 - October 22, 1974

If you wish the Bank to act as your agent in accordance with the foregoing
will you please sign and return to us the enclosed copy of this letter, in-
dicating whether you will use dollars, francs or sterling for that purpose.

Sincerely yours,

Victor C. Chang
Deputy Controller

Enclosure

We wish to accept the above arrangement and will in the future furnish

U.S. dollars/French francs/Pounds sterling* to the International Bank for

Reconstruction and Development so that it may, as our agent, attempt to

acquire the currencies due under the above Loan and apply them to the payments

thereof.

Date By
Authorized Representative*

* Please ensure that the currencies not chosen are crossed out from the above
authorization and the person signing is duly authorized for this purpose.
Those persons authorized for signing withdrawal applications are not nec-
essarily authorized for signing this type of document.

Form No. 496

(6-74)
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companhia de saneamento bdsico do estado de s~o paulo - sabesp

S.\r-,SF/C!-,/ 3F I/C/NQ 25 5/74

S~o Paulo, 13 dce outubro de 197k.
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Date ACCrde.
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---------------------------------------------

RENf COSTA - -
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nshinCgtOn, D.C. 20433
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vemio-nos
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alam cda , 1800 - 6'x and - l,: 37-8377
cep: 01418 - rx. postaI: 3U1C) - sao paul.'
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMOR
0 11 - Ocober 8,A197TO: Mr. Gunter K. Wiese, Director, L4 II Otober 8, l97

FROM: Robert F. Skillings, Division Ch f, AC II

SUBJECT: BRAZIL - Sao Paulo Water Supply and Sewerage Project, Loans 757-BR A
and 758-BR
Proposed Repeater Project for the State of Sao Paulo

// ii k L
1. I am attaching for your information a copy of the Back-to-Office
Report of Ms. Johnson-Sirleaf on negotiations of a Loan Assumption Agreement(1 j
held recently in Brazil with SABESP, the company which assumed the rights
and responsibilities of SAEC and SANESP, borrowers for our Loans 757-BR and
758-BR. The report also covers discussions held with authorities of the
Banco Nacional da Habitacao, the State Government of Sao Paulo and SABESP
on a possible follow-up water supply and pollution control Froject for the
State of Sao Paulo.

2. As you know, the Bank has provided two loans for the water and
sewerage sector in the municipality of Sao Paulo. Loan 757-BR for an amount
of $22 million finances a project for the expansion of the water supply
system and Loan 758-BR for an adjusted amount of $12 million (the original
loan of $15 million was reduced because of a change in the scope of the
project) finances a project embodying sewage collection and disposal and
reduction in the pollution of Sao Paulo's rivers. We experienced initial
delays in the implementation of the projects due, in the case of the pollu- M
tion control project, to a delay by the Government of Sao Paulo to provide
the necessary counterpart funds and to a change in the project scope and,
in the case of the water supply project to certain misunderstandings regard-
ing the Bank's disbursement procedures. These problems have now been
resolved through discussions with SABESP and we expect that the balances
remaining in both Loans 757-BR and 758-BR will be fully committed before
the end of next year. The Loan Assumption Agreement has been fully nego-
tiated, except for a covenant covering SABESP's financial position. We
expect that issue to be resolved after the return of Mr. Costa to Washington
next week.

3. The mission has proposed that the Bank consider a second pollution
control prJect as a follow-up -to the 'jFroject now under implementation. It
appears that the program for expansion of the water supply system in the
State is well advanced and does not require further assistance from the Bank.
However, there is still a great need for our assistance and support of the
pollution control program which is designed to extend sewerage facilities
to a greater number of the lower income group within and beyond the metro-
politan area and to free the city's rivers of the intense pollution that
has made them practically pure sewage.

4. The greater metropolitan area of Sao Paulo has an estimated popu-
lation of 8 million and is reportedly growing at more than 450,000 persons
each year. Investment in public services, particularly those services of
social orientation, have lagged far behind the high population growth, which



Mr. Gunter K. Wiese - 2 - October 8, 1974

could result over time in a deterioration in the overall welfare of the
population. It is estimated that in the metropolitan area of Sao Paulo,
about 25% of the population lack piped water and two-thirds have no sewers.
That portion of the population that remains unserved by such basic sanita-
tion services is primarily the lower income group.

5. I recommend that the Bank support the pollution control program
for the State of Sao Paulo by considering a follow-up project for FY 1976.
Our participation in the project would mean endorsement of a program that
will have significant social impact in the State of Sao Paulo. By channel-
ling the loan through BNH, we would also support further the PLANASA program,
a program that has at least 50% of its beneficiaries in the State of Sao Paulo.

6. The approved FY75-79 operations program for Brazil calls for four
water and sewerage project loans, one each for FY76 through FY79. A loan of
$55 million is programmed for FY76 to support a second phase of the Minas
Gerais project. This project has now slipped to FY77 (and replaced an
"unidentified" project previously included for that year) because the first
stage of the Minas Gerais program has not progressed as rapidly as we ex-
pected. I propose that we revise the program to replace the Minas Gerais
project with the proposed Sao Paulo project, leaving unchanged the programmed
amount of $55 million. This means that in terms of magnitudes, the FY75-79
operations program will remain unaffected. If you agree, we would amend the
operations program accordingly and proceed to identify and prepare the second
pollution control project for Sao Paulo.

Attachment

Cleared with and cc: Messrs. Kalbermatten, Division Chief, LCPWS
B'dhler, Legal Department

cc: Messrs. Costa, Financial Analyst, LCPWS
Rodriguez, Procurement Officer, LCPWS
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Robert F. Skillings, Division Chief, LAC 1I

BuZmL - Sao Paulo Water Supply and Sewerage Project, Loans 757-BR
andx 758-L-1
Pro2o d Heneater Project for the State of Sao Paulo

1. I am attaching for your information a co'qy of the Back-to-Office
Report of Ka. joh ri-Sirleaf on negotiations of a Loan Asauiption Agree-went
held recently in irazil vitha SABLEP2, the company vhich assumed the rights
and responsibilities of SAEZ and SMESP, borrowers for our Loans 757-Ba and
758-r.. The re- ort viso covers discussions held with authorities of the
Banco Nacional da habitacso, the State Government of Sao Paulo and ZABE3SP
on a possible fol) ow-up water supply and pollution control ;roject for the
State of Sao -Paulo.

2. As you k.,ow, the Bank has provided two loans for the water and
sewerage sector in the municipality of 6ao Paulo. Loan 757-BR for an amount
of $22 million fir inces a project for the expansion of the water supply
systew and Loan 7;-L for an adjusted amount of $12 million (the original
loan o2 3 nillion ias reduCed because of a chaniue in the acope of the
project) finances a project embodying sezage collection and disposal and
reduction in the pollution of Sao Paulo's rivers. le experienced initial
delays in the imnplomentation of the projects due, in the case of the poalu-
tion control ojec4, to a delay by t'he Government of Sao Paulo to provide
vze necessary cour. erparm iunus ana to a caange 3.n use project scope ana,

a. &U t.at :;=. 4 .
4
. r k--------- -- ta 4 . - .. . 4 -

ing the Bank's disoursement procedures. These problems have now been
resolved thronuh discussions with aABESP and we expect that the balances
remaining in both Loans 757-M and 753-Za will be fully committed before
the end o next year. The Loan Assumption Agreement has been fully nego-
tiated, except i)r a covenant covering SAZLEP's financial position. We
expect that issue to be resolved after the return of Mr. Costa to Washington
next wrek.

3. The mission has proposed that the Bank consider a second pollution
control project as a follow-up to the project now under implementation. It
appears that the pro:,m for expansion of the water supply system in the
State is well advanced and does not require further assistance from the Bank.
However, there is still a great need for our assistance and support of the
pollution control p:'ogram which is designed to extend aewerage facilities
to a greater number of the lower incase group within and beyond the metro-
politan area and to free UIh city's rivers of the intense pollution that
has made them practically pure sewage.

4. The greater metropolitan area of Sao Paulo has an estimated popu-
lati.on of 8 million: and is reportedly growing at more than 15JuKX persons
each year. Invostment in public services, parTicularly those services of
social orientation, have laZged far behind the higf population growth, which
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert F. Skillings, Division Chief, LAC II DATE: October 7, 1974

FROM: Ellen Johnso/-Sirleaf, Loan Officer, LAC II

SUBJECT: BRAZIL - Back-to-Office Report: Negotiation of a Loan
Assumption Agreement with SABESP and the Prospects
for a Follow-up Project
Sao Paulo Water Supply and Sewerage Project
Loans 757-BR and 758-BR

1. The mission, composed of Messrs. Buhler, Costa, Rodriguez and
Ms. Johnson-Sirleaf, first met with Mr. Rego Monteiro, Director of Banco
Nacional da Habitacao (BNH) in Rio on September 23, 1974. The purpose of
the meeting was to brief Mr. Monteiro on the major issues that would be
covered by the mission in its review of the subject project and to discuss
BNH 's views on a repeater pollution control project for the State of
Sao Paulo.

2. Mr. Monteiro (who we later learned will probably leave BNH soon)
stated that pollution control was an established priority for Sao Paulo, a
program to which the State Government had committed up to CR$500 million.
He welcomed the idea of a second Bank water and sewerage project for the
State, with the understanding that the loan would be negotiated and the
project implemented through BNH in accordance with the PLANASA agreement.
However, Mr. Monteiro expressed concern over what he considered the inade-
quate financial condition and financial management of SABESP and the result-
ing adverse effect such a situation could have on the preparation of a
project.

3. During the week of September 23, 1974, the mission held discussions
with SABESP on the terms of a draft Loan Assumption Agreement covering Loans
757-BR and 758-BR. You may recall that among other provisions concerned
mainly with procedural changes, the draft Loan Assumption Agreement provides
for an increase in the percentage of local costs to be financed by the Bank
under each project -- from 37% to 48% in the case of Loan 757-BR and from
14% to 18% in the case of Loan 758-BR -- and for a rate of return of 7% for
both projects (the existing Loan Agreements provide for a rate of return of
54 in 1972 and 7% thereafter for the water supply project and 744 for the
pollution control project.) Agreement was reached on all provisions of the
draft Assumption Agreement except on the rate of return covenant. SABESP
counter-proposed a rate of return of about 2%-3%, a rate they consider more
achievable, at least in the short term, given the fact that the companies
which merged into SABESP had different financial policies and objectives
and were subject to varying degrees of State sponsorship and control.
Furthermore, they pointed out that because of the limitation imposed on
increases in tariffs under the PLANASA program, it might be difficult to
achieve a rate of return of more than 5% in the first few years after
January 1, 1975, when the PLANASA program goes into operation in the State.
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4. It became clear that SABESP is going through a difficult period
of organizational transition, a condition not made easier by the fact that
the company is headed by a retired Army General with little management
experience or expertise in the operation of the water and sewerage sector.
However, the company does have the potential, both in terms of human and
financial resources, to become a smoothly functioning and efficiently run
organization. The newly appointed Director of Planning (Mr. Masoto Yakota)
is young, appears efficient, and has already embarked on a program of manage-
ment reform including the designing of new systems, the institution of train-
ing seminars, and a complete reorganization of the company along functional
lines. He has requested that the Bank consider the financing of the training
seminars under the project. Schedule 1 of Loan 758-BR provides specifically
for training while Loan 757-BR does not carry this provision. Mr. Buhler is
reviewing the means whereby Mr. Yokota's request can be met. The company is
also undertaking the "global" feasibility (investment) study, required under
the PLANASA program, which is scheduled to be completed by the end of
December 1974. In spite of the potential management improvement and the
efforts being taken, a period of more than six months may be required before
positive results are realized from the management reform initiatives. This
period of transition and adjustment of SABESP may appear unduly long but is
occasioned by the fact that reform will be attempted cautiously until after
the new State Government takes over in March 1975 and persons holding top
positions in SABESP have been reconfirmed.

5. There are certain difficulties in determining an appropriate and
mutually acceptable financial covenant for the existing projects. This could
result in an undesirable delay in executing an Assumption Agreement with
SABESP. There are two courses of action that we might take to avoid further
delay in finalizing the Assumption Agreement. First, we could accept, after
his subsequent confirmation in the next few days, the rates of return deter-
mined by Mr. Costa on the basis of his review of the limited financial data
that was available. He has suggested 3% in the first year (1974), 4% in the
second year (1975), and 5% thereafter. As an alternative we could replace
the specified rate of return covenants with a cash covenant similar to that
required for the Minas Gerais project (Loan 1009-BR). In my view, a cash
covenant provision is more reasonably suited to the present, although short-
term, management and financial condition of SABESP, and would allow SABESP
the time required by any newly formed company to re-assess its financial
position. Time is also required to determine the effect which the new law
regarding revaluation of assets in the State of Sao Paulo will have on the
value of the company's assets as determined by SABESP. The adoption of a
cash covenant would also mean a movement toward consistent and uniform pro-
vision for all projects in which the Bank participates under the PLANASA
programs. Also, an early and satisfactory conclusion of the rate of return
issue would pave a way for action on a follow-up project, the detailed
appraisal of which would allow us the needed insights into the overall finan-
cial position, policies and practices of SABESP. I have discussed this
matter with Mr. Kalbermatten and he is inclined to support in principle a
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cash covenant as replacement for the 7% rate of return covenant specified in
the draft Loan Assumption Agreement. However, he has stated that he would
prefer that final management decision on the matter be deferred until he has
received from Mr. Costa some hard and fast financial data that would give
support to this change. In effect, he would need data showing, perhaps, the
rate of return attained by SABESP, say in the previous year, and preliminary
data which show possible rates of return attainable in the next few years if
the cash flow covenant were observed. If you also agree in principle with
the adoption of a cash covenant, then Messrs. Costa and Rodriguez could be
authorized to reach tentative agreement with SABESP on a cash covenant, simi-
lar to the one adopted in the case of the Minas Gerais project. Discussion
with SABESP on a cash provision would of course be first subject to Mr. Costa's
review and determination in the field that such a provision represents the
most suitable solution to the problem. If found acceptable, the draft Loan
Assumption Agreement could then be finalized immediately upon Mr. Costa's
return to the Bank and his submission of the supportive data.

6. As regards a second pollution control project, SABESP expressed
interest in the Bank participation in a follow-up project, although they
stated a preference for obtaining a loan directly from the Bank rather than
through BNH. As you know, under the PLANASA scheme, SABESP would obtain 50%
of its required investment funds from the State (FAE) and the remaining 50%
from BNH. The obvious reason, therefore, for wanting a loan directly from
the Bank is to hopefully replace (with Bank funds) BNH funds which would be
lent to SABESP at an interest rate of 8% in real terms. We indicated that
in accordance with the policies established by the Federal Government, the
Bank could lend to the water and sewerage sector in Brazil only through BNH.
I have no doubt that SABESP will accept a second Bank project under the
established procedures.

7. On September 27 the mission met with Mr. Carlos Antonio Rocca,
Secretary of Finance of the State of Sao Paulo, primarily to review the
mission's findings on the financial condition of SABESP and to obtain the
view of the State on a possible Bank repeater project. Mr. Rocca welcomed
the participation of the Bank in the SABESP program, noting a desire for
more involvement of the Bank in the development efforts of the State of
Sao Paulo. With regard to the financial condition of SABESP, Mr. Rocca
noted that although SABESP was due to commence operation under PLANASA,
which would limit, somewhat, their prerogative in increasing water and
sewerage tariffs, he saw no reason why they could not adopt significant
tariff increases, assuming that they would be structured to lean more
heavily on higher income customers. He said that SABESP had submitted to
his office a tariff proposal which was under review. Mr. Rocca further
informed the mission of his initiatives in establishing an external coopera-
tion unit within the Secretariat of Finance (Sao Paulo) which would be con-
cerned with the planning and negotiation of project loans. He indicated a
desire to continue discussions on expanded Bank assistance to the State of
Sao Paulo during his visit to Washington for the Annual Meeting.
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8. The prospects for a follow-up project in the State of Sao Paulo
are good on all counts and can probably be programmed for FY 1976. I recoi-
ment that the Bank support the project for several reasons including:

(a) The State of Sao Paulo represents at least 50% of the
entire PLANASA program, a program that the Bank is already
giving support.

(b) The Bank should, through a second project, deepen its
presently small leverage in influencing the policies of the
water and sewerage sector in the State of Sao Paulo, par-
ticularly since the Bank had a major part to play in the
formulation of the water supply and pollution control programs.

(c) The Bank could achieve valuable institutional development
goals particularly during this period of transition for
both the State Government and SABESP.

(d) A project could be easily made ready for implementation in
FY76 to replace the second project for Minas Gerais, which
has already slipped to FY77.

9. It is necessary, however, that an early decision is made as to our
participation in a follow-up project since SABESP has already prepared tender
documents and is ready to commence bidding on certain works that would form
part of a possible Bank-financed project.

Attachment

Cleared with and cc: Messrs. Kalbermatten, Division Chief, LCPWS
Buhler, Legal Department

cc: Messrs. Costa, Financial Analyst, LCPWS
Rodriguez, Procurement Officer, LCPWS



Primary Persons Met

Mr. Carlos Antonio Rocca, Secretary of Finance, Sao Paulo State

Mr. Rego Monteiro, Director, Banco Nacional da Habitacao

General Luiz P. Galvao da Cunha, President, SABESP

Mr. Masoto Yakota, Director, SABESP

Mr. Mario Angelo Capocchi, Director, SABESP

Eng. Luis Augusto Pontes, Superintendente de Planejamento e Control, SABESP
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTkUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert F. Skillings DATE: September 6, 1974

Acting Director, LAGC I

FROM: Ellen E. Johnson-SirleA, Loan Officer, LAC II

SUBJECT: BRAZIL - Sao Pzailo Water Supply and Pollution Control Project
Loan os. 757-DR and 758-BR

1. The referenced project is comprised of a major expansidhi of
the water distribution and sewerage disposal facilities in the Sao
Paulo metropolitan area. The objectives of the project are to extend
water service to more than two million inhabitants of Sao Paulo who
previously obtai ned water from polluted welLs and, as the first stage
of a long-range program, to froe the metropolitan area rivers of a
significant proportion of their solid and biochemical pollutants.
Because the Bank dealt with two separate entities -- Superintendencia
de Agua e Esgotos da Capital (SAEC) and Companhia ietropolitana de
Sancanento de Sao Paalo (SANhSP) - two loan agreoments were executed.

2. The water supply component of the project was estinaLed at
a total cost of $"9.8 million, of which $22 million, representing the
estimnated foreign exchange costs, was provided throuigh a Bank loan
(Ln. 15'1 -). The Loan Agree ant provided for tho divbuirsement against
100% of foreii n eipenditures on equipment and consulting ferviec.s and
20%; of expendiLures relating to locally procured civil works and
machi ney and -ip-:mt. The agrecent further provides for an in-
crease in the pvrconfage pplicable to local costs (20,') to the Extent
nececsary to perrit fuLl ithdrawal of the loan amount utp to a B)ank
participation limit of 371: of the total estimated cost of the project.
In -ay 1972, as provided for ir Section 4(o) of SchaduLe 1 of the Loan
Agraeent, SAE0 requsteid, and the Bank agreed, to increase froi 20/
to 37%;, the percentage of expenditures for local costs which the Bank
finances. Our approva] was based on a desire o inASur full vithdrawal
of prOCeeds of 1he loan since ihe early results of intErnationsl co -
petiti bidding had shown that virtually all of the goods and services
to be f inced undr the an rould be procuired in LraZilQ In Apil
1973, S iEC furthcr requested an increase from 37% to 1Co' of the dis-
burcement peren tag for local procurernct ci .qUin and aupp1les.
We ref'usd their request beca this would have neant our compiete
uninvlv'. ;ent in civil works aonsaruction

3 . As July 31, 19'0, although procureent undcr the project
was 1e!01 cve d, ny $ .3 ,illion of the Lank l sn of $22 sillon
had ben di bursed. ept Lor di hurse-ants in re(p3 ct of coinfl tncy
servi ens, no diburs nto have been iade for fei n expenditures.
Our last sup'rvien mission (June 1974) have advisod that an ei;timated
$6 million of the total loan aount will pvobably be unwithdraun upon
completion of the projeet, due primkrily to the fact that contracts that
would have bean other7ise ligible for Bank financing were improperly
awarded by SAEC.
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h. During appraisal, the pollution control component of the

project was estimated to cost $81.5 million, of which $15 million,

representing the estimated foreign exchange cQsts, was provided

through a Bank loan (Ln. 758-BR). The Loan Agreement provides for

the financing of 100% of foreign expenditures and lh of expenditures

in respect of local procurement and civil works. The agreement also

provides for an increase in the percentage of local costs which the

Bank finances to the extent necessary to permit full withdrawal of

the loan amount, up to a Bank participation limit of 18% of the total

estimated cost of the p3 oject. In late 1972, the design of the project
was changed and the estimated total cost was reduced from $81.5 million

to $78 million. SA\ESP requested, and we agreed, to reduce the Bank

loan from $15 illion to $12 million. The allocation of proceeds of

the loan (Schedule 1 of the Loan Agreement) was also changed to reflect

reductions in all categories of estimated expenditures under the project.

All other provi4ions of the Loan Agreement, including the disbursement

percentages to be fina-nced by the Bank, under each category of expendi-

ture, remained unchanged. In March 1973, as provided for in the Loan

Agreement, S r requested an increse from 14% to 18% of the percent-

age of local costs to be financed by the Bank. Ile refused their request

on the basis that there was still a significant value of foreign pro-

curement included in the then remaining estimated project costs. As in

the case of the watier supply project, local suppliers have won almost

all of the bids for the supply of goods and services for the pollution

control project. As of July 31, 1974, $1.2 million of the adjusted

Bank loan of $12 million had been disbursed, mainly in rsp(ect of ex-

pcnditnris for local procurement and civil works. Except for consultancy

services, no disbursements have been made in respect of foreign expen-

dituros.

5. The records irdiceate that we have encountered thec major

problems in the irple mntation of the project. The first probllen relates

to late c rnent of the project due to the delay by th overnnont

of Sao P-Julo to provide the necessary counte:-, rt funds. This problem

has long since I on resolved. The second problu conceras the composi-

tion of the project, As envisioned by the appraisal report the project

involved, as a first stage, the collection and purping of liquid wastes

into a central reservoir, the tretJ nt of whieh world form the second

stege. Ho -\-er, because of opposition by the public to a first sta g

that did not encomass troatmont facilitiCs, the Dank col aborated with

the State of ,6o Paulo to offce changes in the design of the project

that would provide for constrection rX various secondary tr atmcn plas

which wold w "";~~ r r, o.a cjffiran into til riv cr -ya-tcn_ Th(e third3

problem involves procur-cioent proccc s which would facilitate scheduled

and full v Ldrals frer, the lo:an accounts. During negoiaioni as

agreed th the Bank Jc:s would cover all foreign exchange exoenditures

including ho estinabed foreign exchange component of local procurement

and civil wi s. :rocureca would be on the 'aIs of itetrnational

cometi tive bidding uit a 15 nairg1in of preference for Brazlian manu-

facturers, Cbi -1 I contracts wauld be open to Brazilian and foreign

bidders. Schedule 1, ithdrawal of Proceeds of the Loan, and Scled ule 4,
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Procurement, of both Loan Agreements specify the withdrawal conditions
of the loan -- that is, that the Bank loans would be disbursed against

the CIF cost of all direct imports, the foreign exchange costs of

consultants and the specified percentages of expenditures for local

procurement and civil works contracts. The Bank's participation is

limited to 37% of the estimated -total cost of the water supply project,
or about $22 million, and 18) of the estimated total cost of the pol-

lution control project or an estimated $12 million.

6. There is a lofig stream of correspondence regarding the

utilization of the proceeds of the Bank loans. Several supervision
missions reported discussions with staff of both SAEC and SANE3P

regarding the Bank's procurement procedures. Draft bidding documents

prepared by SAEC and SALESP were revised by the Bank and agreement
was reached on modificationn needed to meet the Bank's requirements.

In spite of the many exchanjms between the Bank and the Borrowers

regarding the procurement procedures for withdrawal of proceeds of

the loan, the records show a checkered pattern of approvals and
disapProvals of the Borrowers' request for disburseients of Bank

funds. In cases where the Bank did not give its approval, it was

due to the Borroe r's failure to confori fully to the Bank s Guide-

lines for Procurement as regards the awarding of' contracts or to

their failure to obtain prior clearance by the Bank of contract

documents as required by Schedule h of the Loan Agreements. However,
throughout the history of the execution of the projects, it appears

that there was full awareness that because of the relative simplicity

of the project, and the relatively high level of dcvelopment and

sophistication of the Brazilian construction and equip.ment indastries,
most contracts wou3ld be won by local contractors.

7. As you know, SANESP and SAEC, Borrowers for the two subject
loans, no longer exist and their rcsponsibilities were assrmcd in

June 1973 by a now oompany, Companhia de Sanearnento Basico do Eotado

do Sao Phaulo (SAEP). We have advised the Government of the State

of Sao Paulo and the Federal Government of Brazil that it will be

necessary- to enter into supplemental agreements with SBJESP, Sao

Paulo State and the Federative Republic of Brazil in order to assure

the succession of 5APESP to the rights and obligations of SAEC and

SATESP under the existing Loan A rocmcnts In the meanwhile, we have

agreed to continue disbursements, without renegotiation of the Loan

Agreements, until ovember 3), 1.9'1, in order that iwplemntation of

the project night not he deayed.

8. The mission which supervised the project last June reports

that procurement is eected to be compl ted Uy Juna 197U. However,

because many of the contract, costs were determined inligible for

Pank financing, it is likely hat $6 million of the proceeds of
Loan 77-P will remain unutilid upon completion of the project,

if the Bank only disburses against 37> of local procurement. Under

the circumstances, the mision has reconmcnded that the hank finance,

in additi on to f' of oraifgn expenditures, 26% of expenditures for

local procurement and ciJvil works for both the water supply and pol-

lution controlL prjects The mission further sugsts that the change
he effected at the time SABESP negotiates with the Bank a Loan Assump-

tion A greeent covering Loans 757-BR and 7 8-1 R.
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9. I have some sympathy with the recommendation of the super-

vision mission that we increase the level of our financing of local

costs particularly under the pollution control'project. However, we

would have difficulty in implementing their recommendation along the

lines they have proposed -- by simultaneously increasing the disburse-

ment percentage for local costs under Loan 758-BR and reducing the

disbursement percentage for local costs under Loan 757-hR to achieve

a uniform disbursed percentage of 26/ of local costs under both projects.

The difficulty we would have stems from the fact that, in effect the

recommendation of the supervision mission would mean a transfer of the

expected balance of $6 million under Loan 757-DR to finance a higher

percentage of local costs under Loan 758-BR. For this we would need

explicit Board approval.

10. As an alternative, I propose that we increase the percentage

of lomal costs to be financed by the Bank under each project to the

extent necessary to achieve full utilization of the proceeds of the

loan but within the limitation of our overall participation in the

estinated total cost of the project as prescribod in the Loan Agreement

-- 37% in the case of Loan 757-PR and 18% in the case of Loan 758-1R.

In order to calculate the increase in the disbursement percentag, we

would need to know the value of the remaining civil works, equiplcent

and materials under each project, uhich is yet to be contracted (along

procedures satisfactwy to the Bank) and yet to be disbursed under

Bank-approved contracts already under execution. The Projects Depart-

ment has dvlsed that the total cost of the water supply project

(Ln. 757-Br) has been reduced to an estimated $52.8 million as compared

with an appraisal cstigte of $59.8 million. This neans that our par-

ticipation in the project, aYt7 of the estimated total project cost,

would be $19.5 million rather than the $22 million provided for in the

Loan Agreement. They have also cotieted the value of remaining con-

tracts thut may be cligible for I _k financing at $23.3 million. It is

likely thereifore that the disbursement percentage for the remaaining

local prccrenmnt and civil works wold probably have to be raised from

37% to 48% if we are to disburse the full amount of $196 million which

can be disbur -d under the 1oan ii accordanoe with existing terms of

the agrecm nt.We would then probbly have to consider an identifica-

tion of additional items that ce:uld he financed under the dscription
of the pri.Ject and nhu would ineces the estimated total project

cost, thereby alloWiing US to disburse the full amount of $22 million

provided un xloan 757-B. In the case of the pollution control

project, Loan 7 8-BR, th Projects ]XJparnlct enviSions that we would

not be reoae-ced to uin!nce any foreign expenditures irem proceeds of

the adjustad loan aounti of $12 million. Ur could therefore increase

the pcrcentae of local expenditures which the Bank finances from 14)

to 18/ in order to ensure full utilization of the Bank loan. If you

arree with this approach, I suggest that a letter be sent to SABESP

informing theA of our agreement to negotiate, during thc next supervision
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mission scheduled to commence on September 23, possible changes in
provisions of the Loan Agreements regarding the disbursement percentages
for local costs. We should also inform them pft our intention to nego-
tiate the Loan Assumption Agreement during that time. A draft of the
proposed letter to SABESP is attached for your clearance.

Attachment

Cleared with and cc: IMcssrs. Rodriguez, Procurement Engineer, LACP
Buhler, Legal Department
McCarthy, Controller 's

cc: Messrs. Kaibermatten, Division Chief, LACP
Costa, Finani ciaI Analyst, ICP
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September 6, 1971

General Luiz P. Galvao Carneiro da Cunha
Presidente
Companhia do Sane:,ento Basico do Estado

do Sao Paulo (wE32P)
Rua Costa Carvalho, 300 - Purheiros
Sao Paulo, SP, Brasil

Re: Sao Paulo Water Supply and
Pollution Control Projects
_(Loan Ns. 757-3>, and 7-8-F)

Dear Sir:

The Bank's records of disburseunts under the subject Loan
Agreement-s sow ithat as of JuLy 31, 19 71i, cnIy 3 nilli cn of the
amount of '22 million provided under Loan 757-BH and only $1.2
million of the adjusted amount of ,12 million under Loan 75'-T
has been disburscd. All of the disbarsenents of procecds of the
Baunk loans have beon in respect of expenditures for civil works
and locally procured goods. Except for disbursements for con-
sultancy services, no disbursements have been macie for foreign
expenditures.

We are happy to learn from the Bank mission which rcvIewed
the projects in Brazil last June that certain procureent diffi-
culties which have contributedC to slow utilization of our loans
have now been resolved. In these circumstances, and in order to
facilitate full utilization of the loans, we are prepared to
revsiew the pcrcentages of local expenditure eligible for reimburse-
ment from proceeds of Loans 757-BlR and 758-BIL On the basis of
our estiration of the value of civil works, equJipmnt and rcl ated
supplies remai ning to be paid for under each projct and ,i, ch may
be procured throu gh procedures that will render them eligIble for
financing by the Bank, it appears that we micight be able to increase
the percentage of local costs which the Bank finances under Loan
757-BR to LbJII and under Loan 7%-IR to 1G. Our :i:sien which is
scheduled to review the progress of the projects ccnrencing on the
23rd of this month will discuss with you the reasonableness of the
suggestOd percenta[ges.
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In this connection, we would also like to remind you of our
desire to negotiate with SAMESP a Loan Assumption Agreement which
would provide for the succession of SDALI3P to the righis and obligations
of SAD, and SPNL8P under Loan !qgreement s 757-lR and 75L-bd. We expect
to also negotiate a Supplemental Guarantee Agrcen ith the Federative
Republic of Brazil and to seek approval of the State of Sao Paulo to
the execution of the assunption agrecment.

The forthcoming oiLsion, to i ch me~mber of the Bank's Legal
Staff will be attached, will discusc with you proposed drafts of
such agreements, copies of which are attached for your prior review.

With kind regards,

Sincerely yours,

Robert F. Skillings
Actin Director

Country Programs DiviLsion
Latin America and Caribboean

Regionea Office

cc: I-r. auricio Schulman
Prosidente
Lanco Uacional da Habitacao (311)
Avenida Chile, 230
Rio de Jacniro, GB, Lrasil

Dr. iloacyr Liseboa Lopes
Procurador GCral da r-epublica
Ministerio da Fazenda
Av. Prosiden"nte intonio Ce 3>s
90 Andar, Sala 9114
Rio de Jenoiro, G(, Brasil

Er. Jose Ieiches
Secretario de Servicos e Obras Publicas
Rua Riachuclo, 115
Sao Paulo, S.P., Brasil
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Attachment

Cleared with end cc: Yessrs. reue:, roc - t >;,neer IAC?

cCartIy, Gonrczal1r'z

ce: Mosars. Kalbr-t-cn, r- -:i atLt C:2.n Lt2
Costa, Fina'mcis1 Ara st, Iia 'aG

EEJohnson-Sirleaf:nev
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This ]:enorandu is~ further t r L:: ra-d of Auyust 15,
regarding y-.ur :sryhmiin- visit to Drazil.

Yc wi11 proceid to Brazil on 'a pta-cer 6, rather "min p eer 1,
Md will f: :in ior about three weeks. h :-diitior to thovc activities

a tal of tz ir :ezs d ez1De-rI erts, in e rnegotiazion
O aLOan AES uen ;rcmt w F, co> any to 
the ri s and :~on hIt ities u r Loan Acer~e nts 7570 and 7~i -
Th-n will al's* .Mza ir ccstxicas cK ti serion aitr.n cntui the
l'::i pro oct and .o-.i :Iid co me SNuEL anid, iLL rzecessr7. tile rkit:r
o rir, t lc' _; _ -:tion r c.i 1ettr of August I regardin
the prcpoed Lywor ;oso rakisco r msney voider project.

3. Upon your rtou, ma ill report your indin

cct Yessra. eS r, LAC II

LEro/mkn , -r-D
re'in, L A Th

EEiJohnscrn-Sirleaf muev
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COMASP 1ACU SUPLI CHALLOR 7M YSAR 2000

Investment eesarch

Antenio Vieira Silva

(Oy the year 2000 the population of the State of Sac Paulo will be almost

45 .mlion, with an average annual grwth rate of 3.484%. The population of

the municipality will total 25 million (5.488% anmial grwth). Faced with

these statisties, how is the GoverxmuA meeting the challenge of water supply

in the state?)

The official establismnent of COASP (now SABUP) on February 26, 1963

was the begining of an induatry with no technical basis in Brasil. The

etapavys structure is based on a type of Wanistration developed in the

United States as a result of the need for optmiam management of large-scale,

highly omplex goverx projects such as public investments in space en-

gineering. Home it is difficult to predict whether SABUP - now organised

as a holding company - will be able to meet the challege of population

grtih with the basic resources available. The fonewing table, based on an

average anmal increase of 3.484%, projects the state population for the n@A2

25 years.

(For table please see original document.)

In 1972 Greater Seo Paulo had a population of 8.5 million, only 55% of

which was served by the water supply iystem. Bwever, the Cantareira system

when complete should triple the supply, with 83% of the population being served

by 1975.



PRODUCTION-INVISMICRTS

Consuidt'am in 1972 was 15.9 *3/s, while &MaUd was about 3103/s. In

1968 total production was 133/s, rising to 16.2mA/s by Deenber 1972. The

total system will have a capacity of 33w?/s with the tapping of the Jaguar!

River. Therefore, to keep pace with population growth through the year 2000,

COKASP plans to build a series of dum4, a treatment plant and a final reser-

voir, which will ensure a flow rate of 2% 3/s of water for industrial and re-

sidential xsfpl, bringing the total to 58m3/s by the year 2000, in adition

to the 16.2&3/s produced by the systems now ewsting.

To fulfill these objectives, hewever# largeseale investments will be

required over the next 20 years. Aoording to studies made by the ompaW

these investments will total almost US$2 bIllion, an average annual outlay

of US$100 minion.

If the present rate of growth (5.488% per year) ontinues, the population

of the uunioality of Sao Paulo will total almost 25 mnIlon by the year

2000 unless the policy of decentralisatian to the interior is intensified.

POPULATION OF HUNICIPALITY OF SAO PAULD

1970-2000

(For table please see original document.)

Total and per capita fixed investment will increase substantially, as

shown in the following table.

PR CAPITA FI1 IN3TMXNT

(For table please see original document.)

Per capita investment clearly will be less than that shown above, inasmuch

as only the population of the municipality of Sao Paulo has been considered.



-3-

In the United States, with a population of 174.5 mmlian served by water

supply in 1973, there was an estimated per capita investment of US$330. In

1975 with a population of 178.5 *m1lion, it will reach US$1.00. In terms of

populations, the investaAns of the mmicipality of Sao Paulo are greater when

those of the holding comany are taken into account.

SUPPLY

The soures of water supply in Brail are rivers, lakes, reservoirs and

wells, and dams in the Nrtheastv Bisver, in order for water to be brought

to houses it is necessary to provide an entire infrastructure including pumps,

pipelines and oollecting stations, to transport the water to the treatment

plant or distribution systen. The minizux treatment for high-quality water

consists of its disinfection. The water is distributed by pipes along the

-r-ts. Unddrtunately, te water supply industry in Brasil has begun to

receive attention only recently. The following statistical table shows that

3,943 mnicipalities, only 2,332 (59.1%) had water supply service in 1970.

Looking at the statistics for sanitary sewerage, we find that 25.8% of the

3,948 municipalities had sewerage qstems in 1970.

In 1850 the United States had a water supply sten which served a popula-

tion of 22.5 millione. In 1966 this industry served 160 million personas in-

vestments in 1956-65 totaled US$10.2 billion, with over 20,000 capanies opera-

ting in the sector and a per capita investment of US$275.

WLTIR UPPTZ 1960-1970

1960 1963 1965 1967 1970

limber of muniipealities
(For figures please see original

Municipalities with water supply dociment)

Springs tapped



(Table continued)

Pumping stations

RoserxVirs (Tor figurea please see original
doament)

Nuber of public ways with pipelines

Connectimcs to distribution network

Water meters

Water fountains

Fire Iydrants

Soresuis Anulrio Xdtadistico do RrmUl IMOE.

ni.ds not available.

The State of Sao Paulo, with 573 mumiipalities in 1967, had 452 with

water supply. There was a significant increase in 1970 as maV be seen in

the following tables

WATR SUFPL IN SM FADID

1967 1969 1970

Namber of muiipaities

Nuiipalities with water supply

Nauber of springs tapped

Pipeline@ (in meters) (For figures please see original
docment)

Number of reservoirs

Connections to distribution netwvrk

Water meters

Fire kqdrants

n.d.: not available.



MUNICIPALIT OF SAD PAUlO

1967 1969 1970

Number of springs tapped

Pipelines (in neters) (For figures please see original
document)

Number of reservoirs

Total length of distribution lines (eters)

Water meters

Fire by*rants

QUALIT

The development of modern water treataent has reduced the incidence of

dtease to low levels. However, frcm time to time there are epidmes related

to water quality, such as cholera or typhoid, as weil as gastrointeatinal

problems which the municipalities must face.

Recent research indicates that ertain metals Mad residual elemnts found

in the water supply can be toxic. In most eases, however, the conentration

of such elements is low. On the other hand, little is knswn of the long-range

effects of ingestion of a small ooncentratimn of trace elements over a very

lonk period. Many of these substances am not removed in noimal water treat-

ment. These residuals, which my be called unknmn elements, have bew a

factor in water pollution. Various types of potential toxic cheieal agents

are present in treated water as well as in raw water. Studies show that the

substances found are the result of industrial pollution or are generated by

the dissolving of metals used in the pipes and pus that bring the treated

water to the ocnsumer.



The chastry of natural water is highly complex and is still far from

being completely understood. 12,000 different toxic chemical componds a"

known to be involved in the industrial process, and tia umber increases by

an average of 500 a year.

The development of now and sophisticated testing equipmt opens up a

now field of water remarh, enabling investigators to find minute chemical

substances concentrated in food, water and air. The substance is known and

detected, but little is knaown about its composition and physiological effects.

One example is that of the effects on health produed by mercury and metbyl-

mercury.

An October 1970 report of the Water Resources Division, US Geological Sur-

vey noted seven elements found at the surface of water, based on 920 samples

taken from rivers and lakes; one was eadnium, found in 42% of the samples in

a concentration of 110 VM/I (micrograms per liter). This elemet was found

in sources of water for csuMtion and industrial ompleme# A an amount

exceeding the level pemissible for use. The largest amount was found in ares

with high population density.

Arsenic was found in 72% of 727 samples tested, with a concentration of

less than 10 lX/A or the lowest limit of detection.

Copper, sin and lead found in water, soils and rocks vary according to

the region.

The Columbia University geologists V. Warren and Robert Delavaut have noted

that the "ideal" and "accoptable" quantities of metals for umonsumption

are as follows:



Volum. in parts
per million

Copper Zinc

Ideal water (nontoxic) 0.2 1.0

Standard potable water 1.0 5.0

Bidj: See "A Geologist loks at Pollutions Mineral Variety", in

Wter 9IUaQit i& a strep-sed WVjjMME&# p-* 3#

CRITMUI

The criteria adepted for analysis of water for public use follow various

standards, such as physical, xierobiological and chemical quality and level

of radio .tivity. The ystem usd in 'Standard Methods for the Exansination

of Water and Wate ter sets a color limit of 75 units (platimu-cobalt

standard) reommended with moderate applications of chemical oagulant.

The oder of water depends on the nature of the substance that causes it.

Raw water treated by CGISP (now SABES) has a pH of 6 or lessp which enses

rapid deterioration of concrete structures and metal parts of tanks.

The pH of neutral water is equal to 7,

pH varies from 0 to 14 and on& be increased or decreased by the intro-

duction of cheial elements. Strong acids such as aulphurio hpdrochlorie

or nitric acid added to neutral water reduce pH to 0. Caustic soda works in

the opposite didections inareasing pH to above 14. In anV case, both a low

pH and a high pH make water extremely corrosive for aWy equipment.

CONCLUSIOHS

The problen of water requires the use of advanced technolog and large.

scale investmnts. However, more complete data mast be compled on the activities

of the sector, such as total production and forecasts possibilities of exploa-

tion of juvenile waters conwxmtion and demand data for various economic areas,



as vsa3. as data on residetal osa1i and its prospects. for the ne

decade. Aid also should be given to cmmunities in the interior to develop

thir water upply systems, together with tehonical assistance.

The program of assistance to rural cmmunuities in the United States

covers areas with populations over 5,5%0 the Federal Governmet investman

being about !*% as a contribution to water supply projects.

The problem of rates mst be considered in t. of maaximization of

supplyj i.e., an increased supply at a lower price since the capital invested

will actually be returned. The lack of resources or the inability to decide

on financing hinders the initiation of ae projects or the developmt of

existing units. For maw co..unities it is difficult to nks large-scale

investments in order to bring the water from distant sites and treat it. In

such projects the solution would be some type of ooperative ventures or in

the case of a larger community, to finance the project and sell the water to

smaller ocmanties. It also is suggested - not only in Sao Paulo but in

other states as wonl - that .ividend-pying bonds be issued to finance large-

secale projects. These bonds ould be campulory for enomia areas and ap-

tional for the residntial onsumer.

COMPANB1%A MOLITANA DR AGUA DR SAO PAULO - O0MW
(inoorporatod In UMP)

1970-1972 (Fiscal year December 31)

1970 1971 1972

Profit per share

Cash flow per share

Net worth per share

Rate of return on net capital

Rate of return on total investment

Recovery factor



Cuetm5 1quity

S.na4neg of working capital

Financial dc (F. fgures pease -. Oignal
-Asucial autnM. do1mmnt.)

7inaeuin of fimd capit al

Senfit-oast Index

Capital stock (C*$1,000)

Net Wtah (arfo,000)

Total lvestamts (CifO000)

Gross inome. (G$1,00o)

Total debt (Cr*10000)
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741M N) ISRD AND IDA - SUPERVISION SUMMARY >- .
o .) 7__ __ _ ___ ___ .1) ~ __ _

S ugmrg O Projocts Dapt./Div.: i Code: PrrJects Officcr: Loan Officer:

--- L___ 166-42 R. Costq E.___-
SECTiON 1: PERFORMANCE RATING Last Summery This Sum nary

STATUS: Problem Free - 1; Minor Problems - 2; Major Problems - 3

TREND: Irmproving - 1; Stationary - 2; Deteriorating - 3

TYPES OF PROBLEM: Firancial - 1; Manzgerial - 2; Technical - 3; Politica! - 4; Other (expiain) 5 L
Designated a "crabicm project" in most recent SVP review: Yes - Y; Nc - N D

SECTION 2: SUMMARY PROJECT DESCRIPTION

The projot includes: a) the supply and installation of about 2,800 L of ater d' vtribt ion
pipes ranging in 1 iz from 75 xm to 700 "- in diac tsr inside the boundaies of th. .micipa1~
itr of Sao Paulo; b) the construction of lib km of irntcxcptor Setrers alcng the Doz Hrnino=,

' swa.te und TictC Tivcr; c) the coastruction of storage recr-voirs; rid d) thl Costruc-

3E CTICN :P'OJECT DATA (Do not advance FY time frame until after 3-month updating cycle wvlich ends July 31.)

Es-mn ed/Actual Lzn/Or Project Loan/C C Project Loan/'r -y Cumulative Disbursements Thiough
f: Effectivenr s Completion Closing Cost Amount Pest FY21 Current FY 7hNext FY 7r

(Mo../Day/Yr.) (Mo./Yr.) (Mo./ody/Yr.) ($xx.xrm) ($xx.xm) ($xx.xm) ($xx.xri,) (Sxx.xm)

nig ?, 2-7 L 2y / lo 1_3. 37,0 372 7 34 .9 _37 ,0
Beginnirg of FY* .12' .06 0 76 J?3_ 8 l 0 1_ _ .
12 01 13 72 12 ,7 C o 119 , 34 0 2 , 2__

Dite of latest: 03 0U 74 Legal closing date: 06, 30 ,75 Disbursements to date: 5
As of Cate:

s ae whieh it "lare' at beognnin of FY. A sr)cie!kibeinnir;Q-of-FY estimetr nor reqJuirpd.

SLCTION 4: SUr'ERVISIGN SCkEDULE Next Msn. Departure Time Expenditure (Otio-31)
M , Rceturn to HQ Final Rpt. Date Recommended interval Projects Programs
(Mo/Dey/Yr.) - (Mo./Day'/Yr between Missions (months)- 6 (mW) (mw)
07 ,1 74 08 08 ,7 FS . of -

Latest IEnd of period covered FY Plan

Previous -63 .014 0_ ( S lates progress report 30 74 FY to date _T__ _____

C Type of Report: FS = Full Supervision: CS = Combined Full/R-T-O; C = Conpletion: A Appraisal 0 = Other (explain in Section 5

S CT lON 5: COMMENTS (Explain "other" in Section 1 and clarify, if necessary, the date contained in Sections 3 and 4.)

Upon the borrower's request, US$3.0 million was cancelled from the original loan anount.
K mission was in Sao Paulo from July 8 to 12. A Back-to-Office report was issued

July 8 , 97I4.
. CTION 6: SUMMARY OF PROJECT STATUS, TREND, AND MAJOR PROBLEMS

The project execution had a slow start caused by long delays in obtaining state funds
in 1971-72. As a consequence, disbursements are lagging behind the appraisal forecasts.
Eowevar, the execution is now proceeding on a satisfactory schedule. Design and constru--tion
on the project are of good quality, and construction of the facilities is well advanced.
Contrzxts for civil works construction of the sewage treatment plants and related pumping
Gtatios have been placed and plant equipnent bidding will start soon. About half of the
water distribution rains have been installed and construction of the water storage tanksis
under way.

Procurement conflicts we had with the borrower (SAEO) have been solved and bidding
procedures are now acceptable to the Bank. Procure:nent is expected to be completed by
June 1975. As of May 31, 1974, the financial situation of the borrower was good.

The borrowers (SAEC and SANESP) were disestablished in June 1973 and consolidated
tith other state utilities into a new state company, SABESP. As a consecuence of this
ner-er, the Bank would have to conclude supplemental agreements with SABESP, the State
Of Sao Paulo and the Federal Governzent.

SALESP's present organizational structure is inadequate. The President of SABESP
lacks managerial experience and the Directors do not have the required professional
training and experience to nanage their department properly. The company is plagued
by a political fight bet*Ueen the Directors. The organization of SABESP will be

R. Costa



during the forthcopiing renegotiations of the loans, and provision for the
employ .:nt by 'A of management consultants for reorganizing the company
should be introduced in the Locn Assupl ion Agreemcznt.

See tdn :AactionTaken and Rcomendod

The Bmnk has authorized SABESP to continue vithdrawing the loan
proceedc vntil &caber 30, 197h vithout prior approv-al of thr bpplemetal
agreerunts (see Mr. Wiese's lctter of July 23, 1974 to SABESP).

Upon receipt of the financial data requested by the mission from
SAIBESP, a draft Loan Assurption Agreement should be prepared and later dis-
cussed with SABSP. Renegotiations could be held in Sao Paulo.-

Schedule 1 of' the SAEC and SA ESP loan agreements should be amended.
The Bank should be willing to finance 10ON of foreign expenditures and 26A
of loc&l and civil works expenditures on both projecIs.

The next &upervi-Iion ntission ehould take place in September 197?.

Se 6:Pr.,rn Inr thex e~dt Reort

Loans 757 & 78-ER - Sao Paulo Water Supply and Pollution Control Project,
US$3h million, June 1971.

As of July 31, 1974, disbursements under these loans azounted to
US$5.5 million compared with the appraisal estimates of US$35 million. This
backlog in disbursements is due to the project's late start md to modifica-
tions in the original design of the appraisal report. The project execution
is now proceeding on a satisfactory schedule. Design, procurement and con-
struction are of good quality. The two borrowers, SAEC and SANESP have
merged into a new corpany, SABESP, and as a consequence the Bank will have to
conclude a Loan Assumption Agreement with SABESP. Renegotiations will be
held next September.

Section 9: Organization, Management and Personnel

SABESP, a year after its creation in June 1973, is still unorga-
nized. The original organizational structure was modified last July 8, to
include seven departments: administrative, financial, planning, commercial,
legal, operational and construction. In addition, three separate offices were
get up: internal audit, public relaticns and coordination of SABESP's acti-
vities in the interior of the State. With the exception of the administra-
tive director, all the department heads have been appointed. The adminis-
trative functions are now performed by SABESP's Preiident.



The new structure is not an improveent on the former and seems
to be heavier. It is likely that SA3ESP's President would have 'enormous
difficulties in coordinating the activities of the seven departments. The
legal and planning offices have been promoted to departments because of
their Director's strong political influence. We were told that the com-
mercial, administrative &nd financial activities would be grouped in one
department once they are fully organized.

There are irportant misconceptions in the repartition of re-
pFxsibiliti1, btween the Diretoro. For example, the Planning Depar mcat
performs both planning (tez1hnical and. financial long-range planning) end
administrative functions (personnel, orgazization and methods). There is
also serious incertitude on hoiw the company should be organized- to cope
with its present and futtre responsibilitics in the interior of the State.
Other major problems lie in lack of an information system, difficulties
of communication between the various buildings of the Company.

On April 1974, SAB,'.SP hired a Brazilian management consaltfing
firm (PrOJADE) to make a diagnosis of the Company. The consultants
havc not yct c(.leted their studies. However, the recent decisions
takvn by SABLSia m nagexnt to restructure the co-pany cast some doubt
upon the seriousness with which the consultantst conclusions will be
considered.

SABESP's President, Mr. Felipe Galvao, is a retired army general
without any experience in management. So far, his decisions have been
influenced by the Planning Director, Mr. Masato Yokota, 31 years old,
graduated in Business Administration, and former deputy to the State
Minister of Finance. Because of Mr. Galvao's lack of leadership, serious
conflicts have developed within the company, particularly between the Plan-

ning and Construction, and Financial Departments, which are headed by two
experienced men: Mr. Lotito, from the former SANESP, and Mr. Atheyde Rosas,
from the former COCASP. It is unlikely that these conflicts would dis-
appear before the new State Government takes of;Sice In March 1975. A
change in SABESP's Presidency is expected at this time.

There are presently about 14,000 employees in SABESP, 25% of
which are civil servants (CLF) whereby they cannot be dismissed. This

high number of personnel constitutes a heavy handicap to the company's
efficiency. Labor costs represent about 29% of total operating costs
in 1974. No specific personnel policy has been established so far; no
training program has been set up.

Section 10: PLAMASA-Sao Paulo and SABESP Investment Pro ram

In January 1974 BNH and the State of Sao Paulo signed the PLANASA
agreement for water.-V This is a seven-year program (1974-1980) whereby
87% of the urban population of the State in 1980 (19 million) is projected
.to receive adequate water services. In comparison with the population served
in 1974 (11 million) this represents an incremental population served of

See 7inas Gerais Water Supply and Sewerage Project - Appraisal Report
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about 8 million and the supply cy water to the 571 comunitic; of the State.
Ths investcnts nezessary to retch therc objectives have been e3tinated at
U,$5C0 million. Ths PIASA-So Paulo aireeiet stipulates that iiion
tariffs should not exceed 3/ of the rinizmu: anthorized spary in the State.

In accordance with the PLJP .aS o ?PLo rigreexent, oP vhOUJ d
have p-a eated a GlobaL Pe1b ity SWct ffor th! State to r before tbe
end of July 1974. The study h. no y t even beon contiacteA. _A3P3
meznnat toolk f. delibcrate :ion cn this rsttcr: (a) tk, *i-ate bild
give emphasis to the prefeasibility stvudies alreaey nade for .- Q corMuni-
ties of the Sta k'/; (b) to fuLhcr iiprevc &d dcrvaiop SA$SPFC i:ater ser-
vices in the comunities Oc d in the Sao Peulh rtroptliJt -.. ; (C) to
nake a separate btu&dy for the snall comits of the Statc. In addition,
a contract has been signed with a loeal institute of investigation (Iundaao
Instituto de Pesquisas Economicas) to establish population protections in
all the counities which would be used to prepare the Global eatibility
Study. The nissicn concurred in this

At the PBankls reqi<. pL$ - pered a water sapp]. and sierte:
progran fLo the period 1974-1930 tnd th corresponding finaroi vrojeoti ar.The PLSL rucent figure 'e ucm ied for u-r 5uppy. The~ oj ct-
ives for sewerage are to serva by 1930 tbout 50' of the State urban popula-
tion, which would represent an increecnttl popultion served of 7 millio-a.
The required inve;tztrents would be about US$'5240 idllion.' In ttL, SABESI's
investnents for the period 1974-1980 have been estiraated at US&4.3 biliron.
This figure includes 20% of direct costs for technical continc&cies and
admnistration.

SABESP's investment program has been established on the basis
of an estinated per capita cost of construction and on the PIAYASA object-
ives concerning the percentage of population to be served by 1980. This
program does not take into account the projects presently under construc-
tion, SABESP's 1974 budget is under reforijulatiJ 'l. T': revised budget
will be soon presented to SABESPts Board of Directors for approval. It
will be accompanied with a dexailed investment program and financial pro-
jections for the next three years (1975-1977). The figures provided to
the mission showed important discrepancies between this program and the
one referred to in the preceding paragraph.

Under these circumstances, it was not possible for the mission
to establish reliable financial projections needed for determining the
financial covenant (rate of return) to be included in the Loan Assumption
Agreement between the Bank and SABESP. The mission's concern was well
understood by SABESP's management which agreed upon the urgency to approve
a new budget for 1974 and the updating of SABESPts investmeun program.
These projecticms should have been sent to the Bank before August 5, 1974.

See Minas Gerais Water Supply and Sewerage Project - Appraisal Report.
2/ Prepared by the former CTESB.
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Sectio 1: odifications in the Eistig Dorn Agreements

A draft Loan Asaumption Agreeent between the Bank and SABE3SP
should be prepared by the Bank and discusod with SABESPts management
during the next Bank supervision mission in Septe.TCber 1974. To take
into account the enlarged responsibilities of the company and the pro-
blems coeriing its ianagenment and organization, the following ehanges
and &dldit ons are proposed:

(a) Section 5.05 referring to the debt service coverage of the
two existing loan agreemwents, should be abandoned. This
conzdition is not noded --ny longer because SABESP's future
invest:ents will be 103% finanwed by BNiH end the State
(through FAI-Sao Paulo) and wil be fully covered by the
company's tariffs in accordance with the PLkILASA-Sao Paulo
agreement;

(b) The Loan Lgu:;ticn Agonc hould stipiulate that:

(i) ranagexent consultants would cc.ntinue to provide
t- I- with thbir evizez until the BcrL and
SAB3ESP decide thmt they are not needed any more.
The Bank should be given a reasonxble opportunity to
cotmment on the consultants' reconmendations;

(ii) SABESP would present to the Bank, riot later than
five months after the signing of the Supplemental
Agreement a training program which should give
special emphasis on the training of its operational
personnel;

(iii) SABESP would establish management and administrative
procedures, manuals and controls; and

(iv) SABESP would review with the Bank, whenever necessary,
but at least once a year, its investment program and
financial prejections.

(c) The present percentages of total expenditures the Bank finances
on purchase of local goods and civil works should be modified.
We are currently financing 100% of foreign expenditures for
both projects, and 37% of local and civil works expenditures of
SAEC and 14" of SANESP. Under the provisions of the loan agree-
ments, the Bank would finance only 37% and 18% of the total cost of
SAEC and SANESP projects, respectively. To date there have
been no foreign expenditures for the projects, other than
those for consulting services.



6-

The low percentage of disbursement (1%) for SAfESP has strained

our relations with the company in the pas t which has claimed that we have

been putting a lot of burdens on the conp-ny, such as proc-trement by inter-

national competitive bidding, in returi fo so low a percentage of disburse-

meint. Since SABESP is taking over both lo a, it is rocommended that the

same percentage of local and civil works expenditures be established for

both projects.

The cost of the renining vork has been eti-atod at US$95 .9
rmill2 on and the uncoamjitted 1 oa"I woa nt is about US$26.3 villion. The

aission haa caloulated that aboct USl.3 aillisn could bo pent in Thrcig

expenditures and, conpyquently, appying the loan balance to other expenses

would bring the percentage of local and civil works expenditure5 to 26%.

This percentage of 26% would have been the ame in the original loan agrec-

ment, 'hould both loans have beec oonsolidated. We recmend that such

consolidation of the original percentagen be de bj the Bank.

All these conditions nd modifications were discussed with

SABESPI? a anagexent which did not object to thel.

Section 12: fla;* L~oan -to SAFYFsP

SABESP' s mianageant cxpressed to the mission its interest in

having the Bank participate in ito se ge ex-ansicn program in the

Sao Paulo metropolitan area. This is based on the fact that a Benk loan

at 8% and expressed in US$ would be more adantageous for the corpany

than the loans it would receive from BEH at % and expressed in Ur .

The company pays al!o an interest of 1> to the fNr{s inancial agent
in the State and a 2% fee on all BNh1Is disbursements for BNH's adinis-

trative expenses and technical assistance.

The mission stressed to SABESPts management how vigorous BNI's

reaction could be if such a Bank financing was granted directly to SABESP

or indirectly through BNH, but undarthe same Bank conditions. The company

is aware of this problem, but is not interested in a Bank loan on the Minas

derais i.odel which would not provide SABESP with any financial advantage.

It was agreed that the mission would report SABESP's interest to the Bank

and that SABESP would officially approach BNH.

See inas Gerais project for the UPC definition. In 1973 the Cr$

devalued by 12% vis-a-vis the US$ while the UPC was revalued by 20%.

cc: Messrs: Geli (LCPDR), Skillings (LC2DA), Ms. Johnson-Sirleaf (IC2DA),
van der Tak (VPSVP), Rovani (PBPDR)(3), Bowron (PAB), Cancio (LEG)

Helne (CTR), Ms. Steiner (LCPWS), Lac Files, Division Files

RCosta/FRodriguez:nq
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LAJ 758-BR July 23, 1974

General Luis P. Galvaw Carneiro de Cunha
Presidente
Compania do Saneammnto Bisiao do

EZtado de Sao Paulo . SARMP
Rua Costa Carvalho, 300
Pinheiros, Sao Paulo, Brazil

RE: Sao Paulo Pollution Control Project
Procuremmnt

Dear General Carneiro da Cunhat

Thank you for your letter of July 12, 1974 asking for our
approval of your proposal to issue invitations to bid for the civil
works construction of the Lower Tamandatei Intereeptor, to the firms
which were qualified for the ABC and Mogi-fusano works now under
construction.

Considering the limited time you have for starting the con-
struction of this interceptor, and sine the bidding is limited to
natiAnal firms, we have no objection to your proposal. However, we
suggest that you advertise the contract in local newspapers and
permit other firms to bid for the eontract. Qualification of these
firms could be made at the time bids are received for the contract,
and thus would not delay ths initiation of the works.

Sincerely yours,

John M. Kalberatten
Chief, Water Supply and Sewerage Division

Latin Aeria and the Caribbean Regional Office

cc: Mrs. Johnson-Sirleaf
Mr. Kalbermatten

BR-4-29

FRodriguez
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July 23, 1974

Geerl ui P. Cia y: Carneiro daCuh
Pesidrnto

Etado de K.o P'aulc - BS
aiua Co.,tCa cavlo ;22 - ihio

SaI Salo 0P :1 oi

'e: "c 'y.lo * .- ' zand Pll'-n 3 n(

Dear SIr:

~e t2.i to 2~~ ~ y au:ff f,% te -3A c -ri'tion ;.n.

co c; C:7.d 1 - -
to -ao 1 xJlo. I..j r~i row -a tri Jr-.arirL.

Ofl .. n -'.> :-k ;&~i 0!.M r C-rf ni Qrj 'Cta. * e ~~ct in t-2 iae tate

to cnvey t:, ut-iu reemL tLonz.

ur &zion & ~eu d in 3aticular ith you ta trInsfer of t1.e ed-

in;; loans a - .i, i and /pui -~!vv

cmplained rT OU, t:Gi:a~tr, sycafor d.-atin" th3 lc,-,, -T; ta

egremntth" we hoeto dwcu~ wIt". u il 7ao kaulo rext Ceto.

In vikw of the oi cnt of Tnr';ai tion of 7 Loin . we

are p-ep-r'ed to c atar2c t *r;c 3~ r Cmtt rut3 r A ', iZ
the absrce of a Lo !s issumptikn vireext, itil 1ovember 3,), 1974. By
this tiie we ho:o to 2s Lble to bays corns.u-d tie Loc iawiption roement

with S E i nd Grplez~ntal agent. iit a th. i'derol JoverezA &.'d t=a

State of 2..o aulo.

Sincerely yourS,

Gun'er H. ;ee, irectar

LatIn :ica z.:- C.arIocean
ile ior41 Office

Cleared v/and c : Ganci, .io: 2

H-elne, Oontri'oLe Cce<'4



INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE

ASSOCIATION I RECONSTRUCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDUM v
TO: Mr. Gunter K. Wiese, Director, LAC II TE: July 23, 197

(through Mr , skillings, Division Chief, LAC II)

FROM: Ellen Johnson;3irleaf, Loan Officer, LAC II

SUBJECT: BRAZIL - Sao Paulo Water Supply and Pollution Control Projects
Loan Nos. 77-BR and 758-BR

1. You may recall that SANESP and SAEC, borrowers for the two sub-

ject Loans, no longer exist and their responsibilities were assumed by a

new com.pany, Companhia de Sanoawento Basico do Pstado de Sao Paulo (SAPBEP),

in June 1973. We advised the Govern ent of the State of Sao Paulo and the

Federal Governnent that it would be necessary to enter into supple'n~cntal

aegreements with SABESP, Sao Paulo State and the Federative Republic of

Brazil in order to assurc the succession of SABLSP to the rights and obliga-

tions of SAEC and SA1ESP under the existing Loan Agreenents. In tie moan-

while, we agreed to continue disbursem.ents, without renigotiation of the

Loans, until April 30, 197h in order that implcmentation of theo Project might
not be delayed.

2. Unfor tunately, SABESP has been much slover an gettin ) 'te

than1 v'e exjx\ c u d,-citating an cX-Ika2LjCj of the C 0brC~r .prc

under the p ,ieat cicr'e. tanecs, to Augat 31, 197)4. Our eent dupxviarL

mission (July I97) has determined tk t SABEHP vill need nicr time t, pre-

pare the reqird invest ent progra ai iancil forc av-. A oan (is

_o, s (oi:Ld to vid it S o Paulo to pte;ber to rcncgaiV- to the Loan

AgErcearntv. I ~threfore propose a further ext ion of 1,, ur.;nv

period to Aoar 9 1971. If you agree, pleaoe sign th. attached letter

to SAIWLP.

Attalant
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK F P RNA7 ONAL NANCE

ASSOCIATION I RECONSTRUCTION AND DEVEL PMENT CORC RATION

OFFICE MEMORANDUM
TO: Mr. John M. Kalbermatten (Chief, LCPWS) DATE: July 18, 1974

FROM: Fritz Rodriguez (EGR, LCPWS) and Ren& Costa (FNA, LCPWS)

SUBJECT: BRAZIL - Loans 757 and 758-BR
Sao Paulo Water Supply and Pollution Control Project

- Loan 1009-BR
Minas Gerais Water Supply and Sev erage Project
Supervision Mission - Back-to-Of! ice Report

Introduction

1. In accordance with Terms of Reference dated June 19, 1974, we
visited Belo Horizonte between July 1 and 5 to supervise the Water Sup-
ply and Sewerage Project of the "Companhi, Mineira de Aguas e Esgotos
(COMAG). We then spent a week in Sao Pau~o, from July 8 to 12, review-
ing progress in the project execution and in organizir the new Sao Paulo
State Water Company (SABESP). Mr. Josg A. Carvalho joined the mission i
Sao Paulo and provided us with legal advice. Mr. Costa stayed two more
days in Rio de Janeiro, July 15 and 16, ai discussec with officials of
the "Banco Nacional da Habitagao" (BNH) ti e findings of our mission to
Brazil.

2. The main objective of the mission in Sao Paulo was to pre-nego-
tiate the transfer of the Bank loans 757 tnd 758-BR to the "Companhia
de Saneamento Bgsico do Estado de Sao Pau:io" (SABESP). With the dis-
establishment of SAEC and SANESP in June '973, the respective borrowers
for Loans 757 and 758-BR, and their conso:lidation with other Sao Paulo
State utilities into SABESP, it is necessary that the Bank enter into
supplemental agreements with SABESP, the 1'ederal Government and the State
of Sao Paulo. With this in view, we discussed with SABESP t s officials
the Articles and Sections of the existing loan agreements which would
have to be modified or deleted.

3. In Belo Horizonte we reviewed wit COMAG the stats 'o of te

conditions of effectiveness of Loan 1009-i R. We paid p tizIr an-
tion to the conditions (d) and (e) (Article X of the Loan Agreement)
requiring that COMAG employ management an(. engineering conraiun, on
terms and conditions satisfactory to the 1 ank, and t at ualiid pe-
sonnel be hired in the "Orgao Tecnico" fo. carrying out the PiALNSA
program in Minas Gerais State.

Loans 757 and 758-BR
Sao Paulo Water Supply and Pollution Control Project

h. The "shaping-up" of SABESP has becn much slower than expected
at the time of its creation in June 1973. The original organizational
structure was recently modified to include seven departments - adminis-
trative, financial, planning, commercial, legal, operational and cons-
truction. The new structure is not an imp rovement on the former and
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appears to be a compromise between the directors fighting for control
of the company. However, SABESP intends to contract in the near future
with management consultants for organizing the company. During renego-
tiations, the present organization should be reviewed with SABESP and
the loan assumption agreement should provide for the employment by
SABESP of management consultants acceptable to the Bank.

5. The existing financial covenants, in particular the rate of
return on the SAEC project, would have to be modified. SABESP is pre-
paring an investment program for the next five years and related fi-
nancial projections, which are needed for setting forth new financial
covenants. It was agreed that SABESP will send to the Bank its invest-
ment plan and the financial data by the eni of this month at the latest.

6. An issue in renegotiating the loan s could be the percentage of
total expenditures we would finance on local goods and civil works. In
addition to 100% financing of foreign expenditures, we presently finance
37% of local and civil works expenditures of SAEC and 14% of SANESP. Un-
der the provisions of the loan agreements, we would finance only 37% and
18% of the total cost of the SAEC and SANESP projects, respectively. To
date there have been no foreign expenditures for the projects and none
are expected in the future. Based on the present percentage of disburse-
ment, we estimate that about US$6 million dould remain unwithdrawn after
completion of the SAEC project.

7. The low percentage of disbursement (14%) for SA>SP has strained.
in the past our relations with the company which has claimed tat we have
been putting a lot of burdens on the compE.y, such as prourement by inter-
national competitive bidding, in return fcr so low a percentage of disburse-
ment. Since SABESP is taking over both lcans, and because of the expected
undisbursed amount in the SAEC loan, it is recommended that the percent-
age of expenditures on SANESPts works be iacreased, and the same percent-
age of local and civil works expenditures oe established for both projects.

8. The possibility of the Bank financing the second stage of the Sao
Paulo Pollution Control Project was also discussed. Now that Sao Paulo
State has signed the PLANASA agreement, the question has arisen whether
SABESP could negotiate directly with the Lank or through BNH. It was
agreed that SABESP will first discuss this with BNH before making its
formal request for Bank financing. The total cost of the project is
estimated at US$60 million.

Loan 1009-BR
Minas Gerais Water Supply and Sewerage Prc ject

9. The cond-tion (d) of effectiveness referring to COMAG has been
fulfilled. COMAG has signed a contract with a U.S. firm, Booz, Allen
and Hamilton International Inc. for manageanent assistance, and is about
to contract with a Brazilian firm, PLANIDR) for technical services. We
reviewed the terms of reference of these firms and found them satisfactory.
Both firms can be accepted by the Bank.
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10. We visited the "Orgao Tgcnico" in Belo Horizonte, represented
by the regional office of the "Departamento Nacional de Obras Sanita-
rias" (DNOS) in Minas Gerais State. The LNOS office is relatively well-
organized, but is suffering from budgetary ccnstraints. DNOS is nego-
tiating a new contract with BNH for increasing its fees to 2% of BNH's
disbursements and limiting its function to approval of the subprojects
and supervision of the works. Once this contract is signed, the con-
dition (e) of effectiveness could be consilered as fulfilled.

11. COMAG's financial situation as of 4ay 31, 1974 was good. The
financial department is well-organized, bu- the technical division is
still weak. We reviewed four subprojects to be financed with the loan
proceeds and found their preparation very leficient. However, we think
that the consultants (PLANIDRO) will soon zorrect this situation.

Recommendations

12. Upon receipt of the financial data from SABESP, a draft loan
assumption agreement should be prepared. A Bank mission to Sao Paulo
should be scheduled for September 1974 to discuss the agreement with
SABESP.

13. A letter should be sent to SABESP -onfirming our request for
preparation of an investment program and f-nancial form-asts. The Bank
should also authorize SABESP to continue wi.thdrawing he loan proceeds
until November 30, 1974 without prior approval of the supplemental agree-
ments (see attachment).

14. Upon Mr. Costa's return to Washing .on, a Full Report will be
issued. As part of this report, a draft lotter to COMAG will be in-
cluded commenting on the selection and preparation of subprojects by
COMAG.

Attachment

FRodriguez:nq

cc: Messrsz Geli (LCPDR), Skillings (LC21A), van der Tak (VPSVP),
Rovani (PBPDR)(3), Bowron (PRB), Helne (CTR), Cancio (LEG),
Ms. Johnson-Sirleaf (LC2DA), Ms. Steiner (LCPWS), Costa (ILPWS),
Rodriguez (LCPWS), LAC Files, Division Files



DRAFT LETTER

Loans 757 and 758-BR

General Luiz P. Galvao Carneiro da Cunha
Presidente
Companhia de Saneamento Bisico do

Estado de Sao Paulo - SABESP
Rua Costa Carvalho, 300 - Pinheiros
Sao Paulo, Brazil

Re: Sao Paulo Water Supply and Pollution
Control Project

Dear General Carneiro da Cunha:

We wish to thank you and your stuft for the kind cooperation

and courtesies extended to Messrs. Rodriguaz and Costa during their

recent visit to Sao Paulo. They are now reviewing their findings

and preparing a report on the work progress, and we expect in the

near future to convey to you their recommendations.

Our mission discussed in particular with you the transfer

of the existing loans to SABESP, and asked your staff to finalize

SABESP's investment program and financial forecasts. We want to

confirm our mission's request for these data and would appreciate

receiving them as soon as possible. As orr mission explained to

you, this information is needed for drafting the loan assumption

agreement that we intend to discuss with y -ou in Sao Paulo next

September.

In view of the postponement of th. renegotiations, we are

prepared to continue disbursements to SABLSP until November 30, 1974
without prior approval of the loan assump,.ion agreement. however,
we attach the greatest importance to promp tly renegotiating the exist-

ing agreements with SABESP, and hope to bu able to conclude supple-
mental agreements with SABESP, the FederaL Government and the State

of Sao Paulo before November 30, 1974.

Sincerely yrours,

Gunter K. 'Jiese, Director
Country Prog;rams Department
Latin America and Caribbean

Regional Office



LOAN 758-DR July 17, 1974

General Luis P. Galvao Camnire de, Cunha
Presidente
Coqmanhia d. Saneamento Bisico do

Istado de Sao Paulo - SABESP
Rua Costa Carvalho, 300
Pinheiros, Sac Paulo, Brazil

RE: Sao Paulo Pollution Centrol Project
BidI No. 3CATP OW1k jad Q5/,7

Dear General Carneiro da Cunhat

We have reoived your letter of June 17, 1974 together withthe anolosures referring to the contract doenoents for the civil worksconstruction of Ribeirao Una and River Taiaqupeba Sowag Pumqpng Stationsof the Mgi-Susano Systam.

After having reviewed the documents you submitted, we wish toinform you that the Bank has no objection to your award of the contractsto Etesso S/A Comerio e Construooes and Sociedade Construtora Helen*& Fonseca S. A. Kxpenditures an these contracts will be fInamed uaderCategory II of Schedule 1 of Loan 758-U.

Sincerely yours,

John M. Kalbormatten
Chief, Water Supply & Sewerage Division
Latin America & Caribbean Regional Office

cc: Mrs. Johbson-Sirleaf (Lc2DA)
Messrs. Helne (with att.)

/ bermatten

FRodrigue

BR-4-30
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Sgo Paulo, 12 de julho de 1.974

PRE/630/0915/74-SABESP-C

Mr. John Kalbermatten
Chief, Water Supply Section
Public Utilities Projects Division
Latin America and the Caribbean Regional Office
International Bank for Reconstruction and Development 7

1818 H. Street, N.W. - Washington, D.C. 20433
U.S.A.

_Ref.: Programa de Controle de Poluiigo de
Sao Paulo - Contrato de Emprestimo -
758-BR de 21 de junho de 1971.

Prezado Senhor

Esta empresa pretende cumprir o mais rapidamente possivel o programa da
la. Etapa de Obras de Controle de Poluigao de Sio Paulo, objeto do Contrato
de Emprestimo 758-BR firmado com esse Banco.

Para tanto, a SABESP tenciona contratar imediatamente as obras do intercep
tor da margem esquerda do baixo Tamanduatei, que se desenvolve desde a es
tagao de tratamento do ABC ate a confluencia Tamanduatei-Tiete, numa ex-
tensao de 9.500 m aproximados.

Essa obra possui caracteristicas de grande complexidade e dificuldades exe-
cutivas, pois atravessa regiao densamente urbanizada e central da cidade de
Sao Paulo, o que exige precaugoes especiais na sele~go das firmas executan-
tes.

Conforme entendimentos havidos anteriormente, esse Banco aprovou a reali-
zapao de licitaiao nacional para a construgao do interceptor do baixo Tamandua
tei, fato informado pela carta de 30 de margo de 1973, do Diretor Gunter K.
Wiese, Country Programs Department, Latin America and Caribbean Regional
Office.

Considerando-se esses fatos, propomos que sejam automaticamente qualifica-
das para parti ciparem de tomadas de prego destinadas a execugao do ref erido
interceptor, as firmas que vem executando, a i eiro contento, outros contra-
tos do programa financiado por esse Banco.

rua costa carvalho, 300-tel 211-8911
cep: 05429-cx. postal: 30546-pinheiros-sao paulo
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Com essa medida que propomos a consideraiao de Vossa Senhoria, tornar-
se-a possivel acelerar o programa, objetivo que vem sendo preocupaqao -
constante desta Companhia.

Informamos, ainda, que o assunto em causa ja foi objeto de exposiiao ao
Eng 9 Fritz Ro-riguez na missao de julho de 1974, com vistas a um perfeito
esclarecimento da indicagao e oportunidade de nossa proposigao.

Atenciosamente

Luiz Phelip . Carheiro da Cunha
residente

rua costa carvalho, 300-tel 211-8911
cep: 05429-cx. posta: 30546-pinheiros-sao paulo
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CSr Mr. Y7 1

I acInow.ilece, with thanks, roccipt of the docum-nt- yod

sent to Mr. Rene Costa on June 3, 1974.

Should we have any co.ent on the information received,

we will let you know in the near fTture.

Very truly yours,

(signed) Alfonso Zavala

(for) John M. Kalbermatten
Chief, Water Supply and Sewerage Division

Latin America and the Caribbean Regional Office

cc: Mr. Kanchuger (LC2DA)

CONTROL NO. BR-4-25

AZav46a:clh



iEVELcPMENT I INTERNATVNA FANK FOR INTERNA7O0'A F!NANCE

A$U0CIAC N I CON2TECU C\N AN EOPMENT CO.PORA ON

OUTGOING WIRE

TO: FIPE GALVAO DATE: JNE 21, 1974
CIA SABES?
SAO PAULO CLASS OF

SERVICE: zR

COUNTRY: IiRA7IL

TEXT:
Cable No.:

MISSIGN COSTA RODRITGUBZ WILL -~LTE 3AO PAULO JLY SEPi-2 T1 QREPAE

REpE?TIAT'.S LOA: 757-75 -E- 6'cP PLEAS- I

f!EQUST3D I ffN CALE O MAY 31 -
7 2 STO '2AXS

CC

NOT TO BE TRANSMITTED

A HC R' ED -Y: J chn M. Kalbernatten, Chief CLEARANCES AND COPY DiSTR BUT!CN:
Watter Supp1ly & Sewerage Civ.

NAN' Lat'. Am. k Caribbean Peg. Office

DEPT

,GNAT RE OF NDi IDUAL AUTHRz T APOV Costad
RE . For Lse Sy C:- mnica I"s S(C p

Or~iGUNAL (File Copy)



Mr. Leopoldo Canci.o, Senior Counsel June 19, 1974
Legal Department
Edilberto L. &egura, Loan Officer, LAC II

J l3Trm7T - Loa 757-,-S 73-7, ane 1

In accordance with our conversation yesterday, we would like
a lawyer fro- your Dexrtnent to ac any, for a few days, the Water
Supply a&d er - -i~3Lon haded Iy 7r. Costa which will visit Br zil
from July 1 -,.r a:out t; "S. You rnntioned to us the possibility
that 1r. Carvamlo, who will de in Irazi1 at that time, m-7ht be aulo to
join th rie on. The proe of thl awyer's visit *would be to review
with the the rc aed cha'ts 'n the Loan A7reerents for Loa,"
;7- and 7 - , re' 7 -T fro t er-er of the Euerintezd2nciade A:as e ri- da Caital t-i Cia. net. do Sareento de Sao

P -rosli also re7v the ~~es3 n- S by the n- -iliars re-
. g t~a Ce: 2 of f2 tizs fo L,:aa 102-' to the Banco

1c.7ional de . .bitaCa3, C ecialli p :ais (a), ) d (c) of
Section 10.01 and Section 10.02 of t - Loan A ~ecnent. Attac-ed is
. copy of :fcs!rs. Costa's aod .riguez' "'ezs o ieference.

At tachvwnt

Cleared with and cct Yessrs. Kalber-ntten, Division Chief, LCPMiS
Coata-, Financial Analyst, LCTVS

ESegura:nev



ft



~ ~ VL 09s
OFFICL MEM [ORANDUM'

T.:e rs. c rDAT E: eJ n 3.

FROM:J~i~r. z rl~nl' z- n (- TJ' )

SUBJECT:rS 7T - I 1; c-
Milnos 22r1ic te 3'cnly and Sewrrage Project

- Lcan z 75' '
Sao Pa 1at 'rSrl ad PoLutio Conro rjet

Suapervision
Tor-z of R32&r~e

0

1. Yc shou> pIa: to arrie in Ee H-rizc tIe -on Juy 1, 217 t'
17 o r e r.,v~c VJ;.G ti

revi:W with ccic'cr ia C i nr
tcasbii - --- < - 'Cr s

the oel o tcil cp'tz.2

Loan Aor r=.--e- - 0 r

loan C- t 0 e t w 'o o S a (
trc,-ed d i o c, us Jae ais erc -e

to b tCn to i tne ico 's ) in nI a

linaZL Getcis - S r ir'end Emr rn

2. In B elo Ho r 1. , ym should in mpr icular:

(a) discuss nn C Rfa72nt thi hirin: of s.ana en

and techni C c c:zulants (Gondition of 2,fectiven 05);

(b) re-ie, vith 03L.G tho status of prer atii of subprojcots ;

(c) review CCMAG s finc:.cial reoults as of Yay 31, 1,0 ;

(d) evaluate profress -ade by OCMAG in entoring into
Concossionary A.reGoants witr the mniciities of
the State, in paruicular thoe with subprojects to
be financed by the Eank;

(e) review CoC:AG's contractual arrangements with
conrercial auditors;

(f) check progress nade by COFAG in the preparation of the

motivation coapaign referred to in Section 4.07 of the

Loan Agreeient;

(g) review CO.A"r-s training progra=; and,

(h) pay a short visit to the 0.T. in linas Gerais.



ess R. CoZta and
F. Rodriguez - 2 - June 19, 197L

3. In rio, Yr. RZ. Cczta toi-ther vith .. ricz shculd n
particular review the !:azures tt b 2 t -: the .T. 

perfo~r~ , in Vi.nas Gerais (CondiCicn f Effci). Yeu shold also
Stud proriss rade by ?f3O in ;'e cxoutiCn of their ann t

asistance to In, and discuss wit or Dorrc;;cr th: preparation of pank
progress repcortz.

L. In Sa2 Paulo, yc shvld in oar+ :

(a) obtain th .financial, tcclnic, and legal in1Crmatin
needced "for th, zre:xra c _ szlent i agrc ants

W~it SA52?, especialZ-. ronrdi thc required nodificnticn
of the rt- of r -ctrn covenant: to ccnforwm with the ne-
orani Zaticn;

(b) review pro-ress in tne project evaluaticn;

(c) evalu-t' SAEi2?' s crginizaticn; and

(d) wisc'ss with mc's in Sao auilo and
SmrA ~S ranagcmnt an a,- hoc system of inrnaticn

for the project.

5. Yo - shold stay abcut two weeks in ?razil. On ycr retur,yo=
should prepare the ucual Back-to-Office and/cr 'uall Report. In yomr
-repcrt you zhoud particularly reccmtend subsequent steps for renegotiations
of the Sao Paulo loans.

Cleared with and cc: Xr. Sejura (LC2MA)

cc: Mezsrs. Perez (L VP), Skllings (2) (LC2DA), Geli (LCPDR), Kalbernatten (Lc"S),Costa (LCFPS), Rodriguez (LCFS), van der Tak (3) (V?2v?),
Rovani (PBPDi) (5), Street (Pk3), Cancio (LEG), HeIne (CTR),
J.D. Elliott (CIR), Arritrong (VPSVP), 1s. Steiner (LCPWU),
LAC Files (i), ivision Files

RCosta:saf
IBRD
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June 17, 1974.

PRE/617/0866/74-SABESP-C ------

Mr. John M. Kalbermatten
Chief, Water Supply Section A 7 -
Public Utilities Projects Division
Latin America and the Caribbean Regional-Off tce---
International Bank for Reconstruction and Development
1818 H Street, N. W.
Washington, D. C. 20433
U.S.A.

Re.: International Competitive Bidding
CSACP-02/74 - SABESP.
Contract N9 758 - BR.

Dear Sir:

We herewith forward for your appraisal documentation concerned to the
judgement of the International Competitive Bidding CSACP-02/74-SABESP.

In accordance with the Report of Judgement the successful bidder for the
construction of the preliminary works of the ABC Sewage Treatment Plant
is the firm ECEL S. A. - Escritorio de Construgoes e Engenharia.

We request your approval for the Report in order that we may sign the
contract with same.

We inform that the judgement of the bidding was in accordance with the
invitation to bid and "Guidelines" of IBRD.

Regarding the above we are therefore requesting your kind consideration
of the possibility of financing this contract with the proceeds of the Loan
Account N9 758 - BR.

Your's very sincerely

Luiz Phelippe d a/'o Carneiro da Cunha
Presidente

enc. -qualification report
-award report
-proposals

rua costa carvalho, 300-tel.: 211-8911
cep: 05429-cx. postal: 30546-pinheiros-soo paulo
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June 17, 1974.
PRE/615/0864/74-SABESP-C Date

Mr. John M. Kalbermatten
Chief, Water Supply Section Dat/

Public Utilities Projects Division
Latin America and the Caribbean Regionif fice

International Bank for Reconstruction and DevelopmeiAt-
1818 H Street, N.W. - -
Washington, D. C. 20433
U.S.A.

Re.: Mogi-Suzano System Pumping Station.
Contract N9 758 - BR.

Dear Sir:

We enclose herewith bid documents concerning to the Pumping Station of the

River Taiagupeba, Mogi-Suzano System.

The bid was elaborated in accordance with the "Guidelines" of the International

Bank for Reconstruction and Development and the contract for the construction

of the Pumping Station was signed with the firm Sociedade Construtora HELENO

& FONSECA S.A.

Regarding the above we request your kind consideration of financing this

contract with the proceeds of the Loan N9 758 - BR.

Yours very sincerely

Luiz Phelippe ao Carneiro da Cunha
Presidente

enc. - copy of the invitation to bid
- designs

- proposals

- report of the Commission
- contract

rua costa carvalho, 300-tel. 211-8911
cep: 05429-cx. postal: 30546-pinheiros-sao paulo
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June 17, 1974.

PRE/616/0865/74-SABESP-C 5/. iefived

Mr. John M. Kalbermatten -

Chief, Water Supply Section
Public Utilities Projects Division
Latin America and the Caribbean Regional Office
International Bank for Reconstruction and Development
1818 H Street. N.W. -
Washington, D. C. 20433
U. S. A.

Re.: Mogi-Suzano System Pumping Station.
Contract N9 758 - BR.

Dear Sir:

We enciose herewith bid documents concerning to the construction of the
Pumping Station do Ribeirao Una of the Mogi-Suzano System.

The bid was elaborated in accordance with the "Guidelines" of IBRD, and
the contract for the construction of the Pumping Station was signed with
the firm ETESCO S. A. - Comercio e Construgoes.

Regarding the above we request your kind consideration of financing this
contract with the proceeds of the Loan N9 758 - BR.

Yours very sincerely

Luiz Phelippe /Glvao Carneiro da Cunha
Presidente

enc. - copy of the invitation to bid
- designs
- proposals
- report of the Commission
- contract

rua costa carvalho, 300-tel 211-8911
cep: 05429-cx. postal 30546-pinheiros-sio paulo



AIR VJune 17, 1974

Ooqpanbia d. Sanm-nto BsaiO* 4. btado
do Sao Paul* - S&M P

Avenida Paulista,# 1776, 210 andar
01310 Sao Paulo, Basil

Attag Mr. Aqutav4 aoa, Eitagir

I 10an No. 758 A

WS refer to )YOUr letter numbered 7.1893-0.3588 dated Xy 20, 1974.

m annat of Deutsche =awk 1,489.00 credited to yew Loan Account was,

indesd, a doplieate paymut of inteiewt to us by tbw . mmbak AG,

Frankfurt. We have refunded this amount to tbma and subsequptiy debited

yomr Loan Account on April 4, 1974.

We trust this matter is now clarified.

Sinere'r y ,

IYVel N. Davies
Chief, Accounting Pivaion

Controller's Departuamt

cc: Messrs. Davies/Gray, Kenney & Davis
File: Loan Statemnnt Folder 758 BR

EBalagot/ea
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Sa Paulo, OS de junho de 1.974.
- F.2036 - G.3939

Ilmo. Sr.
Dr. Rene Costa
Projects LAC - Water Division
1318 - "H" Street N.W.
Washington - D.C. 20 433
U 3 A

Ro .: Contratos nos. 75? e7S-.

Prezado Senhor,

Prosscguindo a entrega de dozumentos solicitados por V.Sa., por ocasiao zd
rcuniao rcalizada em nossos escrit6rios no ultimo dia 19 de fevereiro, esta
mas ihe enviando, em anexo, as soguintes inrormages

a' Cpia do Conv^nio, com o objetivo de fixar condigocs para a realizag;ac
do Programa do Abastecimento do Agua do Estado de Sao Paulo;

b) C'pia do Convenio, com o objetivo de fixar condig~os para a realizagLo
do Programa Inte=rado do Controle de PoLuig~ao das Aguas atraves da exe
cu ao d sistemas da esgotos sanitarios e de seu adequado destino final
cm cidades do Estado de Sac Paulo;

c) Cpia do Balan-o Geral em 31.12.73;

d) Relagao de contratos de Consultoria e Projetistas;

e) Posig-ao dos empristimos da SAEESP, inciuindo os contratos da Companhia
do Saneamento da Saixada Santista.

No qua diz respeito aos dados adicionais, os mesmos ser-lhe-~o enviados tao
logo estejam disponiveis.

Sendo o quo se nos apresenta, aoroveitaos a oportunidade para re'terar nos
sos protestos do estima e consideragao.

Atencios tente

At yde sa

Diretor

EA/ Date*

SkA/hckS



DA]TE:

CLANSS OF

SERVICL:

COUiNTRY: JLL

TEXT:
Cable No

WE AiE; BAILING YGU 1KLUiATFL LETTER 3fOP LiLE REFERS TO DATA

REQUCLD BY OUR FIUAJY XI SSDO ABD B SGUSrED WITH SAJESp 1AAG'iEIT

AND -GREARY OF PUBLIG WGRK. STOP DAT REqUEiED IS PREREQU1SITE fCR

LOAN RENEG{TIATIoN AND IS AS FOLLOF . P 0 SA5 PVGTW 01iK FGH

ITEENT.T SEVENTWOUR TO NINTE N XIGHTI PERI GD WHICH kIL GONBOLTDATE

FORmLR SAEC co:MIiA o C CObo. sMLsP C(IEA A3ALLE CGLXA SB; AID Es"D

PROGRA1J4 BEGUXDD C TON r" 3ODIFICAT THAT HAVE ' N YADE lI

PREVTOUJ PROGEVAIOU I ACO)ORDANCIE WITH PLA2AA-P A REEMENT G9JECTIVES

TERCEIRO FINANCIAL PROJECTION'S OF SAiJE7 P IN CLUJiJIUG 11LN AND GASH FLOH

STATMOITS QUARTO DESCRIPTION SABSP GRGANTZAION COMMA iWGLDIN' P:OPQSED

ACCOUNTING SYSTi COXA COST CONTROL COMNA BDIOTARY COUNTROL GONNA DATA

PROCESSING AND iNTERNAL AUDIT SYSTMIS STOP BALLS? ANALYSIS GF REQUIRE7ENTS

FOR CONSULTANTS STOP PROPOSE BANK ISSION COSTA/RODRIUEZ VISIT BAO PAULO

BEGLINING OF JULY AND REI'VIEy FOREGOING JiF-dORMATION AND PROJJECT PROGi> 5T0P

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

Giear'ed with and ca: Ni', Kanrchj
Rene Costa, Act.ng D.Lis ChiefC
Water Svpyy c ( rr iVS1O

(EPL Latin r 'c ica A Gw neFcnal Office

S!G;NATURE
ISIGNATURE OF INDIVIDUAL AuTHQRIZEO TO APPROVE)

RE-NCE: . - For Use by (0, to

RCosta: af
IBRD CRiGpNAL (Fe Ccpy)
(IMPORTANT41: SecrtUri s Guido for preparing ferm) (eckej for Disp tch:



DATE:

CLASS OF
SFRVIUF

SAO PAUL10

COUNTIffY: TRAZIL

TEXJ

Cable Ne.:

LOA NEGOTIATION COULD TA PLAC i, 17 YO StAO PKULO

SUBSEQUENT FOIJfTIONED REVIE1

COSTA

INT RARAD

NOT TO B TAMTTED_-

AUTHORIZED BY: 
CLEARANCES AND COPY DISTRIbOTION:

Cleared with and cc: hr. Kanchugoe

NAMAE Rene Costa, Acting Division Chiof
Water Suxpply & k:rag iivision

DEPT. Latin Aneri c Oc

SIGNATURE 
- -

SIGNAT R1- JF N VIULA TF APR E

REiRRNCE: 
For Use By Co mrnun a , :i.

RCosta:saf

!File Copy)



C'"N

- - r

- -



2' - ;

v I L;
311--- -x-4-1

.~AL . A . A * . 2 I .1I L L I I IT .

I A 1.-~. ~.. I2 .2 I K *, ; ... .1- ..> - -~

T A y IU L 4



t

Ii.



companhia ck' scineamento b&scco c> estai d s paiuo - Jb'sp
Sio Prjlo, 27 de rzio de 1i'74.

F.1954 - G.3719

IlImo. Sr.
Peter J . Prudenrce
Dibursements ivision
Intornaticoal Kan f-or Reconstruction rnd DEvelopmont
181C H. Stroet, N1.W.
Washington, D.C. 20433
U.S.A.

Prezado Senhor Prudence,

REF.: Asninnturos nutorizedcs

Em virtuds do dcsl I :imnto dosto C cranhiL 91:-ctorf .i0A0
10REIRA CAltEZ FILVj e ERAZ JL aA'.' ccn.a.cucn r1aido

para s0u5 c27g5. Otr0IJ5 dOS Ar.e;blr: Crais
rias dc ,2&/ 2/7! e 3D/04/74, n:- S i . C C II cAR

FLL0MENr, L 7 TO, stiv'm.ntn, Uci t- 5 utituI rE a
asrinattras autr-rizada esnarc- ~o 'I m':,a1 Aplire-

tins" dos 1 iE prim",iros pl os o C1i c s.

ECgucm ahaix os r eorco o orinct jrs, dcxv. : rt'- ntrutcntica -

das por P 'lic1 Of cial do Cid-de de to Plulc.

VS C P. FEL ,N L T

!3xtor

SfCAR FELO EhC L7T:TC
0irot rr

Aproveitzmos parc anexar a est co6pia dos At s dau As c-

bli1s Gcr-trs Extraordinarias de 23/02/74 e 30/04/74;

Svndo c quo tinh!!mos a infor r r subscrcv'-.o-nos co:m estima o
considsrecas.

nr

4AM' I-_- Golvho C r6 do Cunha
-Dirator-Plrr tdc-u,

'--7ei2wEe vrnrp d

ANFX0S:- 18 C6pias xcrogr;fices.

p.



companhia di saneameno b6sico do estado de sao paulo - sabesp

S5o Paulo, 27 do maio de 1974.
F.1953 - G.3718

Ilmo. Sr.
GUNTER K. WIESE
Director Country Programs Department

Latin America and Caribbean - Regional Office.

International Bank, for Reconstruction and Development

1816 H. Street, N.W.
Washington, D.C. 20433

U.S.A.

Prezado Senhor,

REF.: Contratos n 9 s. 757 e 758-BR

Como j6 6 do conhecimento de V.Sa. a Companhia do Saneamento

Bisico do Estado de S5o Paulo - SABESP, sucedeu nos direitos

e obrigag6es i Superintond6ncia do Agua e Esgotos da Capital

- SAEC e a Companhia Metropolitana do Saneamento de Sco Pau-

lo - SANESP, as quais mantinham os contratos de financiamen

tos acima reforenciados com esso Banco.

Em consequencia desse fato, todos os setores quo tratavam de

assuntos cont6beis1 economicos e financeiros das antigas Com-

panhias foram agrupados em uma unica Unidade, a Diretoria

Economico-Financoira da SABESP.

Portanto, toda corrospondencia dosse Danco para com a SABESP,

versando sobro assuntos financeiros e contbeis, deverao, a

partir do recebimento desta, serom dirigids a:

COMPANHIA DE SANEAMENTO DASICO DO ESTADO DE sAn PAULO -SABEsP

ATT. ATHAYDE ROSA
Avenida Paulista, 1776 - 219 andar
o13lo - sAo PAULO - BRASIL

Semn outro particular, subscrovemo-nos com estima e con dera

At en cio srme ntb,

Atha do -Rosa

[i rotor

ATfintp.



DQCVEWTSJ

companhia de saneamento bAsICo do de paulo - sabesp
Sio Paulo, 27 de maio de 1974.

F.1954 - G.3719

Ilmo. Sr.
Peter J. Prudence
Disbursement5 Division
Internatioal ank for Reconstruction and Development
18180H. Street, N.W.
Washington, D.C. 20433
U.S.A.

Prezado Senhor Prudence,

REF.: Assinaturas autorizadas

vIrtude Ig ds m it s JOAO
IOREIRA A LH IA nte eleiao ,
para seus arg rvs, atravi das A:ibia Gris Extraording-

rias de 28/02/74 e 30/04/74, dos Srs. JOSE CHIARA e OSCAR

FELOMENO LOTITO, respectivamente, solicitamos substituirem as

assinaturas autorizadas a assinarom os "Withdrawal Applica-

tions", dos dois primeiros pela dos dois 61timos.

Seguem abaixo os nomes e assinaturas, devidamente autentica -
das por ' -tao Pblico Of cil da Cidade de Sio Paulo.

14.0

CHIARA
Diretor

SCAR FELOM1ENO LOTITo

Aproveitamos para anexar a esta c6pias das Atas das Assem-

bldias Gerais Extraordinrias de 28/02/74 e 0/04/74.

Sendo o que tinhamos a informar, subscrevemo-n-r com estima e
ronsideraqso.

f-i r r OT A
POR Fl~A\

P~t, Utrto %r dP h n I u h

il rlq-s I Irba To 8 
cc0 olm

1 /



TO E /0: -

SPUL CLASS OF

SERV I LT

COUNTPY:

TEXT:
Cable No.: F&LL2JIm C L T 2 T " .

E9 H, -Y S Tjp OP T'- jiA, 3

LUTHRIZE 7B7-: CI',,% :FS AN CO T D 75 -R F P Y DISIR

CATMEL 2x91 u il -U ' Y.

DINIA 37FE J iJ 7C,> R 12 E D o: AC' c A

RE{1IVED UTP PL 9> DVIS C'TATl TU i - E AENO ECI

NOJT TO F.RA. hTE

AUJTHORZED BY: CEARANCS AND COPY D STR : CM

NAME Roberi Kanrichu ger

Cose, LoP

SICNATURE.-
S IGTF c IN .1 DUL AUTH RiZED uO A -R

RkFERENCE: , , - ---- -, -

RKanchugeor :
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Companhki de Saneamento B6slco do Eslado de S5o Paulo - SABESP
COORDENADORIA DE DISTRIBUIQAO E COLETA

SABESP/CDC - DSPC 015 E/74

Sao Paulo, 22 de maio de 1 974

Ilmo. Sr.

JOHN KALBERMATTEN

International Bank for
Reconstruction and Development

1818 H Street, N.W.

WASHINGTON, DC 20433
Date Kece.eC. ---- -- -- - ---

U.S.A.

Date '-

Assigneid t---- ------'

Prezado Senhor:

------------------------------------------------------

Juntamente com a presente, estamos enviando a

V.Sa. o relatGrio das atividades desenvolvidas pela Coordenadoria

de Distribuiqao e Coleta da SABESP, durante o mes de fevereiro de

1 974.

Sendo o que se apresenta no momento, aprovei-

tamosa oportunidade para reiterar votos de estima e consideragao.

Eng9 Luiz Aug sto de Lima Pontes

Superintendente de

Planejamento e Controle



S5o Paulo, 27 de maic de 1974.
F.1953 - G.3718

Ilmo. Sr.
GUNTER K. WIESE
Director Country Programs Department
Latin America and Caribbean - Regional Office.
International Bank for Reconstru'tion and Development
1818 H. Street, N.W.
Washington, D.C. 20433
U.S.A.

Prezado Senhor,

REF.: Contratos n 9 s. 757 e 758-ER

Como j6 6 do conheciMento de V.Sa. a Companhia de Saneamento
Basico do Estado de 5o Paulo - SABESP, sucedeu nos direitos
e obrigagoEs a Superintend~ncia de Pgua e Esgotos da Capital
- SAEC e a Companhia Metropolitana de Saneamento de Sic Pau-
lo - SANESP, as quais mantinham os c:;-:ratos de financiamen
tos acima referenciados com esse Banco.

Em consequencia desse fatc, todos os setores que tratavam de
assuntos contabeis, economicos e financeiros das antigas Com-
panhias foram agrupados em uma unica Unidade, a Diretoria
Economico-Financeira da SABESP.

Portanto, toda correspondencia desse Banco para com a SASESP,
versando sobre assuntos financeiros e contibeis, deverac, a
partir do recebimento desta, serem dirigidas a:

COMPANHIA DE SA1EAMENTO SASICO DO ESTADO DE SAO PAULO -SABESP
ATT. ATHAYDE ROSA
Avenida Paulista, 1776 - 219 andar
01310 - SAO PAULO - BRASIL

Sem outro particular, subscrevemo-nos com estima e considera
gao.

Atenciosamente,

Diretor

Crn Kalb trPt

C.C. Mr-. John M. Kalbermatten





companhia de saneamento bsico do estado de so paulo -- sabesp

S~o Paulo, 20 de maio de 1974.

F.1893 - G.3588

Ilmo. Sr.
HYWEL N. DAVIES
Chief, Accounting Division
Controller's Department
Internantional Bank for Reconstruction and Development
1818 H. Street, N.W.
Washington - DC. 20433 ?", T7D
USA

1974
Prezado Senhor Davies: < (

Ref,: Contrato de Financiamento
n 9 758-BR., assinado em
21/06/71.

Damos em nosso poder sua carta de 7 de maio de 1974, confir
mando que o valor de DM 11.489,00, corresponde a parte da
amortizagio do contrato acima.

Pela carta desse Banco datada de 3 de abril proximo passado,
cuja copia xerografica anexamos, o referido valor foi langa
do em duplicata, uma vez como pagamento de juros e outra
como amortizagio e posteriormente estornado esta 6ltima.

Diante de duas afirmag6es em desacordo, solicitamos uma de-
finigso para o assunto.

Sem outro particular, subscrevemo-nos com estima e conside-
ragao.

Atenciosa ent,

A-thaa -1 osa
Diretor

ANEXO: - 1 c6pia xerogrsfica.

AT/mtp.
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No. 27

INTERNATIONAL DEVELO ;,'l INTFRNAT! ON f ' F INTERPN FINANCE

ASSOC!ATION RECONSTRUCTION P ' VELOPVENT CC IATION

OUTGOING WIRE

TO: ATFIAID ?.OSA DATE: KA 17, 1974

SAO PAULO CLASS OF
SERVICE: LT

COUNTRY: BRAZIL

TEXT:
Cable No.: YOUR Ti W TJO CABLE NOT RECEIVED STOP VE hA!TRT IS YOUR CABLE OF

SIXTEEN
MAY mJ ND IN RESPONSE Nd WISE REPLIED SITH FOLLC'WYING CABLE DATED

MAY TEN QUOTE AGREE CONTINUATION DISBURSTNdNTS UNDER LOANlS 757 AND 758

UNTIL AUGUST THIITTiONE 1974 STOP REQUEST YOU FURNISH INFORNATION

REQUESTED BY MR COSTA DURING FEBRUARY VISIT AND BY NR KALBER?.ATTEN

IN HIS APRIL ONE LETTER STOP PROVIDING THIS INFORMATION FURNISHE)D US

BY JUNE ONE BANK PLANS JULY MISSION TO SAO PAULO TO RENEGOT IATE LOAN

AGREEMENTS AND REVIEW PROJECT PROGRESS UNQUOTE REGARDS

KANCHUGER

INTBAFRAD

NOT TO BE TRANSMITT2D

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

cc? b4essrs. RodriJguz PrccureCent
NAME Robert Kanchuger Officer, L

Costa, Fiiincioal naiyst,
DEPT. Latin America and Caribbean LCPWS

SIGNATURE
SIGNATURE OF INDIVID)UAL AUTHOR1IZED io AFPIovE,

REHLRENCE: For Use By Conmunica Sr ct on

RKanchuger:glw
ORIGINAL (File Copy)



Loan 758-M Mar 17, 1974

General Luis P. 9elvao Crneiro do Cuuha
Prosidante
rednhia d a 8= w Bislo 4.
Nta& do Sao Paulo - SABU
Rua Costa Carvalho, 300
Pinaliros, sao Paulo ope 090

Be Sac Paulo Pollution Control Project
Bid No. CSACP 2g74

Dear General Carneiro da Cunhat

This will acnoiaag your letter of April 25, 1974, with two copies
of the tender dioummnts No. CSLCP 02/74 for the civil works constructio
of the ABC Sawage Treatment Plant.

We have reviewed the doncwents and onseqently have no objectiou to
the conditions and tehnical *pesifioatims that you have set frth for
the contract under bidding.

We noted that the usual prise adjustment formula dwfined y SABP
in previous bidding documents was changed to conform to the dore No. 3540
recently issued b7 the State of Sao Paulo. We would appreciate yew mailing
us a ovpy of this decre at your earliest covenience.

Sinceey,

John N. 1albozwatten
Chief, Water Supp3y and Serage Division

Latin America and the Caribbean Regional Office

cc: Messrs. Kanchuger
Kalbermatten

Division Files
LAC Files

CONTROL No 4-15
FRodrigue g
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ZCZC A'.A324 VIA ITT NULI276 TPX031 ALF20o l' J708 201000374/

UIA C 0 5 RSP 021

A* AUL 0 21 16 1530

P~26, 1 L 974

IT AFRA 1p GNUNTER K IE S

CO4F ME RESEI ENT0O QSSU TELEX 2 MA 10 PT Ob QUL 0 i PIDERO V IA

TELEX PT SAU'DACOES

ATHAYDE ROSA
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Gunter K. Wiese, Director, LAC II DATE: May 9, 1974

FROM: Rober't Kanchuger, Loan Officer, Brazil Division, LAC II

SUBJECT: BRAZIL - Sao Paulo Water Supply and Pollution Control Projects --
Loans 757 and 758-BRi

You will recall that the Borrowers for the two subject loans no
longer exist and that their responsibilities have been assumed by a new
Sao Paulo state water and sewerage company called SABESP. In order not
to delay the execution of the project we agreed by letters of January 2,
19714, that disbursement be continued to SAi3ESP without the renegotiation
of the loans until April 30, 1974. le placed a lirmit on the period we
intended to continue disbursements without a renegotiation of the loans
because several of the clauses in the old agrenments, particu.arly the
financial covenants and managem ent provisions, had been rcndered unclear
or meaningless by the disappearance of the old conpanies and the emerigence
of the new company. Unfortunately, the new comoany has not provided us
the financial information that we have requested, and we have not been
able to rrange a mecetin for the rceotiation o2 the loans prior to nos.
SABEST has reouested (see attached cAlble) that we nevertheless continue
d b n . e agree that this shiould be done so as not to delay proj-eci progress, and have therefore draftd the proposed reply cable for your
signature, extending the disbursement period under the present circumStances
until Au-ust 31, 1974. he have l1 requeated that the finarcial ina-
ticn ve had prviously sol cited be s to us and proposed a July mission
fo ' renevotieon of the ICan agrcemenis, provided the recucsted financial
infcrmation is furnished the Bank by June 1.

Attachments

Cleared with and cc: ils re. Okillings, Divisuin Ohief, LAO II
Costs, FinaneilJ Analyst, LCPik;
Carvalhs, Legal ier tment

H Ce, ntrBa1ee C;0"rollecr s



The World Bank Group

ArqIivesRecord Removal Notice
File Title Barcode No.

Sao Paulo Water Supply and Pollution Control Projects - Brazil - Loan 0757, Loan 0758 - P006246 -

Correspondence - Volume 2 30319097

Document Date Document Type

09 May, 1974 Letter

Correspondents / Participants
From: Moacyr Lisboa Lopes
To: Jose Augusto Vieira de Carvalho

Subject / Title
Emprestimos. 757-BR e 758- BR

Exception(s)
Attorney-Client Privilege

Additional Comments

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date

Kelli Gordon June 21, 2017

Archives 01 (March 2017)
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AR Man NEq , 19Th

QWUAb4 YAtUpotm do ANN
de S POIlA

$e Paulo, armil

Ats Mr. Athwde Jnsa. J#wotas

lbs lon 3o. DsR

With referems to yar 3eter nm red .3653 - G .3068-A, dated
JprI1 19, 1971, we an e, nsing oaie o cr letters to ccoma
Hatzopaltaa do 8mosamt+ do Sm ao and to Miao do Bao

a eros S.A. dated Mar h 1, 1974, and Deoember 14, 1973,
respective3y and a coff of VWa ds S os Dre lm ros, ,A. 's
letter to e dated bwuary 8, 1974.

P?3a* uato u the Smame pies Otf 3attwo tbst the amut
of Deutnco Mark 11,49*9.O0 sa vefs d * ch w have @edited to our

osomt to ts *vee loan.

J4im1 K. kvLte
AefC, bMoteig Divisaim

GamtroUer' Dopartment

001 ompbl Ynaa Ntropolitsua do&- de CWO Paulo
Aftwids M11.a No. 2223, 26 anw

o palo, Brasl

Msarsa Davis/Oray, Elliott, Davis
Statment Folder No. 758 BR
Eflagot/ocAi7



INCGMING GLBLE

C

ITT3/ lAY 7 1974 VIA ITT 14ORLD COEi

ZCZC Ab P570 VIA ITT BUS731 TPX757 ALP569 150203 201000 4

UIYA CO 3SP 077

SAOPAULO 77/76 6 1940 P1/50/50 Distribution: Mr. Wiese
Mr. Skilling s
Contr. Mr. Casson

May 6, 1974

I ~~r~tj 2AP iO Ii % P'1~IS

CONFRV REUNIA0 ?ANTIDA VERI1o PP 00 ) C0STA DESSE BANCO

VG 0 MES90 FICOU POOPOR DIRECAO 7PD VISITA I2SA0 PAA AUC0 OU

ABPIL PASOADO A SAPESP PT CC) M; MIISA0 019 1AO CHEGOUJ ATO EOTA

DATA E 7A0 PECRF"E')EMS IINFORIACOES VG SOLICITA'10 P0S5I9ILIDADE

PROOPCGAP PRAZO

ALP569 1 0303 INTU _WAD EIC P7/27/26

DESE2ICLSO APPLICATI0N2 ATE VISITA REFERIDA MII VG OCASIA0 SE0A

P 'tGAMADA DATA R!flFGOCIACAU CONTRATC 7 20-757 E 750 PT SOLICITACAG

0TIV7ADA A FIrl NAO AT ASAR PROJETO 99 1 !J^AC0n

COL f-757 75S
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Ilmo r

JOHN M. K) 1

Chief2 Watc2r 2upply and 2eera( Divs IO

Latin America and the C ricbran Rei onal Of:ica

International Bank for Rcecons truction and Dovolopmnt

1818 11. Street, N.W. , Washi ngton

D.C. 20433 - USA.

Prezado Mr. Kalbermatten P

REF:- Sao PauTo 'Water Supply and

Polluiton Conlrol Projects,

Loans 757 and 758-BR.

De acordo com o que preceitua a

Sec7gio 5.02 dos contratos aci aa referenciados, estamos anc

xando a esta, c6pia autenticada do Balango Ceral da SADESP,

enccrrado em 31/12/73.

Sem outro particular, subscreve

mo-nos com estima e consideraqao.

Atenciosamente,

Athavde Rosa

Diretor

AT/rtp.
av. paulisia, 1936- 15. tls.: 287-'M22 - 287-8 ' - 287-0773 287-8K80 - cx. postal 3.810 - end. tolog.: zguaran - s. paulo



of sciane probi e cacer rcing thi neesiy ofgurns

for oC f (j. J t tcrritrie) , w

apprecacte L) roi ut ID S positionl con rjnig membr

governmen-t guaLiranl it c, .

Sircerely yours,

1j-'REDITANSTLTL- FOR W1EDE-',RAUF-A

(Dr. Vabitz) (Noumann)

cc: Mr. Jansen



ComanhzicL.~aneiamento ~atodc saodeScPui A,

PRE-37/0599/74 - C April 25, 1974.

Date -

Date Ac -

Mr. John M. Kalbermatten Assigned
Chief, Water Supply Section
Public Utilities Projects Division
Latin America and the Caribbean Regional Office ,/--
International Bank for Reconstruction and Development-
1818 H. Street, N. W.
Washington, D.C. 20433
U.S.A.

Re.: Loan N9 758 BR

Dear Sir:

We have received your letter dated March 6, 1974, approving the

documentation of the International Competitive Bidding SABESP

CSACP-01/74.

However, for technical reasons related to criterion of readjustment

that were being studied by the Government of the State of Sao Paulo,

the International Competitive Bidding CSACP-01/74 concerned to the

Preliminary Works of construction of the ABC Sewage Treatment Plant

was cancelled before the presentation of the proposals.

We inform that it will be opened the International Competitive

Bidding N9 CSACP-02/74 with the same objective as before, being

considered the same invitation SABESP CSACP-01/74, the only modification

being to the budget and the criterion of readjustment.

We herewith forward for your appraisal documentation concerned to the

International Competitive Bidding SABESP CSACP-02/74.

Yours very sincerely

Luiz Phelippe alv'o Carneiro da Cunha

President

M O O, 01
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companhia metropolitana de agua de sao paulo comasp
Sao Paulo, 19 de abril de 1974.

F.1653 - G.3068-A

Ilmo. Sr.
Walter C.P. Rutland
Chief, Accounting Division
Controllers Department
International Bank for Reconstruction and Development
1818 H. Street, N.W.
Washington, D.C.. 20433
U.S.A.

Prezado Senhor:

REF.: Contrato de financiamento
N9 758-BR, assinado em
21/06/71.

Verificando o extrato de conta corrente at6 28/02/74 do Con-
trato em epigrafe, enviado por V.Sas., constatamos haver um
equivoco no langamento de 22/11/73 da quantia de DM 11.489,00
( referencia - n9 C 9597 ) creditada, indevidamente, a titulo
de amortizagao a nosso favor.

0 referido valor foi remetido uma Unica vez em 01/11/73, por
conta de juros devidos ao Banco.

Assim o nosso saldo utilizado em moeda alema em 28/02/74 era
de DM 316.937,32 e nao DM 305.448,32 como constou no referido
extrato.

Solicitamos a V.Sas. o obs6quio de procederem a retificacgo
na conta do contrato N9 758-BR.

Sem outro particular, subscrevemo-nos com estima e onsidera
gao.

Atencioaen e,

Ath osa
Diretor

Anexo:- C6pia do extrato.

v. AT/mt .
" %v. paulista, I&3 MO5. - tels.: 287-8922 - 287-8662 - 287-0773 - 287-8680 - cx. postal 3.810 - end. teleg.: aguagran -s. paulo
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lK FOR RFCONSTRP'V'TON AND DEVELCO TT
LOAN NO.

STATEMENT OF ACCOUNT AT FEBRUARY 280 1974

OLITANA UE SANEAMENTO DE SAO PAULO
000,000.00 7 1/4% INTEREST RATE

000000000 3/4% COMMITMENT CHARGE

000000,00 1/2% ADDITIONAL CHARGE FOR SPECIAL COMMITMENT

PAYMENT DATES MAY 1 1 NOV. 1
NT OUTSTANDING U. S. DOLLAR EQUIVALENT

_ -OF -UNWITHDRAWN AMOUNT COMMITMENT TOTAL
INTEREST f DAYS PRINCIPAL AVAILABLE -L CHARGE WITHDRAWN

4 4 7l7 2 3 * 5 6  11552276.44 44 33 00 1441723.56

44433.00_ _ _

180 4 805.00

N - -__130500 _ _ _ ___ _ _ _ _ ___1305.00 
7195.50

1305@00"
-1305*00 180

10 0 7195 050

14835900 3 763o0i
14835. 00
1435,00 180
14135.00 31763*01

777 1300 6 1126.30 -
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N r N LDEV PMNT INTERNATIONAL BANK FO' T
AtIHON RECONSTRUCTION AND DEVEL LF

OFFICE MEMORANDUM
Files DATE: April 10, 1974

John M. Kalb (ten, Chief, LCPWb

BRAZIL - Sao Paulo Pollution Control Project
TURKEY - Istanbul Waste Water Project

Mr. Cullivan of Camp Dresser & McKee (CDM) called me on April 8
to discuss the latest developments of the Sao Paulo Water Pollution Control
Project. Mr. Cullivan (an old Brazil hand) follows this project even though
his firm is no longer connected with the project. Mr. Cullivan informed me
of the activities of a committee of experts nominated by Secretary Meiches
of Sao Paulo, a committee whose task is to review the long-range plans for
waste water disposal of the metropolitan area. Mr. Cullivan is concerned,
and properly so, that there is not enough coordination between different
agencies active in water supply and waste disposal in Sao Paulo. The
result could be an optimum solution for waste water disposal which, however,
would not be the optimum overall solution for water supply, waste water
disposal and hydroelectric power generation.

From Mr. Cullivants comments, it appears that the expert committee
is looking at the waste water disposal aspects only and will therefore not
produce a report which would address itself to all the aspects involved.
I plan to contact Secretary Meiches during my forthcoming stay in Rio, if
time permits.

During our conversations, Mr. Cullivan expressed a certain degree
of frustration because neither he nor his firm had been contacted by the
expert committee for information on a subject he is very familiar with and
about which he could provide valuable background information. I replied
jokingly that he now feels the same way about Sao Paulo as I do about
Istanbul. A few hours later, Mr. Marini of CDM, who is in charge of the
Istanbul Water Supply and Sewerage Project, and is reviewing that project,
called me up to discuss the Istanbul Water Supply and Sewerage Project.

Mr. Marini stated that CDM is becoming more and more convinced that
the concept of multiple outfalls into the lower of the two water layers of
the Bosphorus and Sea of Marmara is the best solution, although he wishes
to evaluate the possible impact of the additional organic load on the Black
Sea. He also stated that the primary effort of CDM would be to determine
whether this approach could be used even with an occasional breakthrough
from the lower to the upper layer and what effect this might have on sewage
treatment requirements. In short, it appears to be Mr. Marinits intention
to evaluate the potential hazards of such contamination of the upper layer
and whether such hazards could be accepted rather than attempting to verify
or refute the various claims which have been made in respect to the existence
of a sill on the northern end of the Bosphorus and the alleged surfacing and
flow reversals of the lower layer caused by such a sill. From my conversa-
tion with him I believe that CDMts approach is very much in tune with the
recent discussions held between Bank Staff, Mr. Barbero and Mr. Gunnerson.



Files - 2 - April 10, 1974

Mr. Marini also enquired about the background of some other aspects
of the sewerage project, in particular, the adequacy of the industrial waste
sampling of the original project. I agreed with him that this was one area
where more detailed analysis could be helpful because, to the best of my
recollection, a full-fledged industrial waste survey had not been part of
the original project.

In addition, I restated my opinion that the combined sewerage system
in the central core of Istanbul should be maintained and storm water overflows
permitted. The system should be separated, and thus the frequency of sewage
spill reduced, only as old sewers need be replaced or supplemented for addi-
tional capacity, a slow process, but probably the only one financially
feasible.

JPKalbermatten:mk

cc: Messrs. Rodriguez(LCPd6), Thys(EMvw R), Grover(EMPwR)



CA9.

INTE NAT10NAL 3NK FOR ECCN TRD CTiC D DEVELOPMENT

April 3, 1974

Cor-anhia de trocliana de
Sancamento de -o Paul-o

Avenida Anaelica :c. 2223, 160 andar
Sao P-ulo, Brazil

he: Loan 75'."
Cate or' J

Apu1icatacin 'c. 1

Gentlenen:

Please refer to cur letter dated Mar- 1, ] 97L, advisin
you of a refuna 0' Deutsche k 11,C5.CC. :e have b n requ-stef
by the C-,r ZO r'fund -- !o te i

because it rcre cn s duplicacie iPi.ent on their <art.

We are, therefore, cancollin2 the a*ove refund and are
dehiting valu verbr 22, 1973 your 2)an 7 Lh, Ca;ogory 3,

,,14 -- 1, 2 Clar
Applicaticn 1, -. e da a

equivlller L, 4hi sCnti ,0. c ud at-h rt

of .3750 -er coe -:u tCe C0:-

Sincerely yours,

Authcriiz. 2k:i7are

cc: i
Av. rie a ,_,
Rio deJnirBai
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Clearedi with andc cc: Mr. e.

cc: Xessrs 0 Rodriguez (LC~.
Bahler (LEG)
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eompanhiat i tropolitana de g e sUo0 jTudo c
SEo Paulo, 25 do margo de 1974

F.1285 - G.2402

Ilustrissimo Senhor L
Gunter K. Wiese
Director Country Programs Department
Latin America and Caribbean Regional Office
International Bank for Reconstruction and Development
1818 H. Street, N.W.
Washington, D.C. 20433 - USA

Ref.: So Paulo Water Supply and
Pollution Control Project,
Loans nr. 757 and 758-BR.

Prezado Mr. Wiese,

Estamos encaminhando a V.Sa., c6pia xerogr5fica da carta,
devidamente assinada pelo representante autorizado do Go-
verno Federal, aceitando as condicoes mencionadas em sua
carta de 02/01/74, enviada ao Presidente da SABESP , para
continuar os desembolsos dos contratos acima referenciados,
conforme solicitado atrav6s do seu Telex do 27/02/74.

Como o 1inisterio da Fazenda arquiva os documentos origi-
nais, assinados pelo Sr. Ministro, estaimos enviando a c6
pia em anexo, autenticada pela Chef ia da Seqao do Atos e
Contratos da Procuradoria Geral da Fazenda Nacional, por
ser esse o documento legal para os fins a que se dostina.

Sendo o que se nos apresenta para o momento, subcrevemo-
nos com estima o considerag:ao.

Atencio ament'o,

Ath' aluo3
~--Jire tar

C.C. Mr. Prudence - Washington.

Anexo:- J c6pia xerogrifica.

av. pa~uta, !93 - 15.* - tlos.: 287-t922 - 287-80 2 - 287-0773 287-NW0 - cx. pOStLA 3.810 - end. tolog.: aguaaran - s. paulo
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INTERNATIONAL DEVELOPMENT INTERNATI NAL PANK F 0 INTERNATIONAL FINANCE
ASSOCIATION I RECONSTRUCTiO AND [EVELC 'ENT CORPORATION

OFFICE MEMORAN'DUM
TO: Mr. John M. K"lbhcroatten (Chiof, E ) ATE: Mrch 1L, 197h

FROM: Rene Costa (FTA, LCPeS) and Frii' indruec , LCl')

StDJECT: BRAZIL - inas Ccrais vatcr y and Sterago Project

San ajo VaLer Supply ad Polltion Control Project
Tran~sie nc NewBorror a) Loans 77 and 75>-ER

(11 n " t

ir J

C,

SJ On no,

C> r 11

"4* .0 ~ A C.

(CD 0 1 '~.. ' 7 .'

"'S~ne h cre *i o 'P i 1, no ,n C .

-ava Can1 r D '1h i a 0, a n

emerenc, nee i a plitcal i h n

sI



Mr. J. M. Kalbermatten - 2 - March 14, 1574

5. The disstablishernt of SAfC and SANESP, the two borro ers of
the existing loans to Sao Paulo, requirus that the .ank concud supple-
mental ag-r-g mns with 2AEP, th- Stat: of Sao Paulo and th. 'e ral
Govern:nt. The exist -. financial covinan, s would have to modified
and thu financial formation neaded Lou making such odificain is now
bein d otiations of the financial covunants would
be held somam in April 1974 (paragraph 22).

6. Th San Pauilo Project is proceeding on a oatisfac y hedul.
SANESP <lans to rtart th aucond atage contruction of ihe P&llution Con rol
Projoct and has inornaly inquired about possible Pank finaacin of t h works,.

SAPLS miii U.: j L. xP;nT agreement with ! I I'- r-a s 2a and 25).

7. h sc io'oft apria repr ndla docurn- referred

Ato le d7

ba a:um .o0 ndt asE tAe fea ili y .tad oth le d s uocts

9.Th aw hol Pri' to o . . nonfr: h s a req :
for prpaa 1no th A >dOI'inacia ,tt es Unc 'iU infou:a ion

as ronci' d. 'aoflena tre mnto houl <e drfe .:U :unnittu lu
the approva . f ) 04 (e )ne 2).

10. A preliinar d CiK io n on ccntinu d inv aleml nt in so, Pl ad
finan9 n o 9'' ac n Sn; a ; warPse a idb wa >? thu iraP

11. Thre n paraten oirre m"nts Pec ith PUP, ( lG and th'n 5tate of
Ilinas ai eeprsne -o E'' 'ficialv Th9 ojcnd -otv E

proposal and in tea J.sujes d consolia i c al the loan cn' n itors into
OneO d)Cumet.2l rn addition, a Guarant"" Agr -e'ent vould ie c... lud-vd with
the Pn{tina Goci rn'nt. 1< has rnot oe' ed to~ twe cont-c oc au rrposed
loan anarocmcnt Lit riMl, uvt we mu'pet than thay want to 1i it our direct
contact ith Cr.A .

12. Ehi carwuud that iU>s pr-poial ia i: and d to ovoid a(3 1iunderatndirg
which could latT '" a c- I C' epara c an.-:-.:':jt: : -n exacar - l 9i a s the
only concern of , , c ei 'a ra n cc n9 b ha _-ingc-c corn- cia c d an-ann en



Mr. J. M. Kalborlua .tten - 3 - March 14, 197h

But the docunments should be drafted to ennure the Ban's right of access to
COMAG to allow us diroct supervision of CCUAG' s manage-mant and the project.

Status of Prenaration of the mas Gerais Prgra

13. Progrcss mado by COIG in The preparaFion of the Minas Gerais Water
Supply and Sewrage Progr'a is -Li.,er than cepentd ot the time of appraisal.
TWenty-tirsa 00m:mnitios out of The -6 seLetod for the Bank project, and 33
other ncipaliti. : av' air ad signud concession'ry ag emon -s with COYAG.
K* is Liy t1at by h end ofi1y .. ost of thu i'port nt c1:97uitie in tnh
state iould have concudd si4ilar aree ents vith C, J.

1. Tihe 1 947i 11 Prcvies for a tl cgpS L i Umnt of Cr.2 0
milin (S3milo)t incth rkinaot10oedies of

nillion: (Us.<6 'ill' ), {C i Lis m2U$2r t a 017c.pte durin t0
ari a ; ci 1 aprana r'..,. onl . Lu on C 2i,1

t n. n-I U -,n

t:y i

na; I ,pd:it o ; 'Ii I .J ' a I V .d b V " -

13g. 2 H1 r;nd m' S oud jfi1a'vc' aIo of th'e uro ra 3, and "h luiiL-

paliti :,u I;; rA:n.ng 'nn' . 'a n. C2nla

w-,ould pr;Vi',.i,.2 Ahe Ae i3anyith a i Ip -, (an't re rv 7"o 'IVkin' (Apita andi

masuea6L- u. in': . n.s IV C''ra2 i r1 vn.e :t''-N r/ .7 ! ;ar2- eact .:'

amoCuYnt tC *12 3 2.lioj(UD1 :?iian) rAilcini' i- 12 i'aver' tarif

our rc\'iet (seo An 1).

16. COXAG' v m amnt t oak in l:i& 1973 :cme i.ar.ion Lo i crv; it;
operation71. It sii ne-d an a VreCment uithe MaUiasC. G'ais Ptate Uiniversitcy
for preparation of thA saciouconumic~ ;tn&d rnomrndedcic by the Banko .Cuidelines
for onu I'roct pro'-xation hLvL ben' 5d5 d b ut t'y n: ',d t. :V''prve
An orgiaia ion itua wita . descipuain a cuncti on ;a a liso ben prar .
COMAC' s ;c'countn nvIs1 nou urcce ssd thrcu h a ccmput r~ and thA. Pan Americ'.n
Pealth O 'ra i:ti' (U H) h>; 'e up~' a comute proxr. .ir pro'res. SS CIntro

in proj>ant constru:tio:.

a



Mr. J. M. Kalbermatten - - March 14, 1974

17. CYXAG necs assistance for sururoject preTaration and for organi-
zation of the cc. ny. iiowever, so far no decision has been taken on this
matter. We adi d OA of hie require: ent to contract with Consultants
for such assis-vance before beard presentation of the loan.

COMAG's Finances

8. Annex 3 ows the financial re Jts for 1973 comared with the
appraisal forcee's:> OCOAG s s to ha'e recovered from its difficult
financial pitn : June 1V7, (reSer *o Cta:ter 7 Finances - of the
appra-i al rpoI- Is capitc< has increased frr. Crm10 mdllion to Cr226

~ica, mai:'n; it inc s.candZ larg~est ;awer ut y in Brazil. As of
Deci r 107, 7 fix.a p ition aperz tc b gCC yisn L crrent
ratio o0 2.3 a, an < iY >.C 01 >- Chfn 0 e its lon?-t2rm dei

reprsens no -,r t an 22< of tocal z.s i aain CWAG'2 c couns havKe
not y:t bcn au'itd and~ :h aove rculvs s . uld bi reiead in 11ight o:
the Ldi Sors.

no'. Sic ocrainov re o f nJn 9%n igiietpor

t

Or Gn~ <cI'a. ~ C

--n cmvrr,-

with ct:ine i r'e1 osi . CbwiouslY2 was - 61 C"( on oli:ical ;'cns.

20. tine cC p ny ir uiv a in .. : aprcnn f inn p
watcr prod on, -,r dtiu ion cn 2a c'llection, a d . 1, c,

S. cE2 .es.c '

-- I- -c - -- .-

oxcepsin; Ye ; . CCA. e1' unancia1 oagr, i'mr 'i1-.s a plit~ia .apnc
goina on for conr's K. f the~ cer'sn v ad Icr theo p- s:nt tine vol inch
Orgaiztic ona i CCrov11cnt. can be ecpecto.

21. SABESP 's balance shoot as of Foveber 30, 1973 acnd its 1974 budm-t
are sT i Annm . t .nanci. aatn a: : o i ) o -, eut -n .

be raviened after i financial stateienas arc audited. dAB SP's mana-eet
has rot vet contr-cted for the external a'dit of its accounts and it shold
be requssted te e aos



Mr. J. M. Kalberimatten - 5- March 14, 1974

Transfer of the Existing Loans to 'SP

22. Tho disestablishment of SAEC and SANFZP, the two borrowers of the

existing loans, makes it ncessary to conc.ludc supplemntal agreemens with

SABESP, the State of 2ao Paulo and the Federai Govrnnent, by which SA13ESP

will unde-rtace all the obligations of _LC and :SNE P Ho- v r, th- c- isting

financial covenants wouwd have to b, modilied. The financial information

needed for making such modfication is now bcing preparcd by SAESP arid is

e mp ec d to be ready in April 10714. Once this informanin is rcceivod, the

suppaemental agrpc nt ' ill be dra '.d and so[ to SALL? for its aprovaL.

A Bank mision to _o P a or a Ti to ,avhington by SALEP may be
nec L-s7ary in order to e peditc the ppoial o the docunts

23. Uin:i tie requ t of A ', th Bnk ac eptod to continue diesbursrl-

ment until^ il , 197. to r r oitiOn of tan existig loans

(se Mr Wis0 leterto at Ii Januay 2, 1 <Ii).

2.55#c o t e rr if;

cons ~ ~ C" rJcio oIwepouion cnrl1:rsi wl cac ewmse

a n d tee Cror iu vA Ppast nen iscntuto on

TA'E i tnr 11y a2i2 Y: ib ki n h r e

thk _is lasr plan ndu crtea wil bk hould o ce _-t: oor n

of~e

Sa~o P a xat.r .upl and se:erage sctor an (cnnqenly sounl~d c n..idon

firnanling this. rora

4 ~ 25. Psrz ns an th' SEIC p 1 oc c on oor TIO h mi

ov n aton nmcccgr :i~' s not consi. .na , ndo e. or proci .

F P.- , ucz/Ro<; *a :mcg

cc: Messrs. Knox (LPRGcli (LCP Z), klig (LC2DA), Rvni(5) (PBPDR),

Asai a C7t ~ rn.~

cc: 1' Asrmro g ( (cPw), G li t (LC TRD), Sklrns (CT )ene (LPPv), (fivision
3i7 rF van ~cirinc( WY, G~-nn (t I~ir~~(cii, uise i~cix)



ANNEX 1

DRAFT LETR

Senhor Doutor Ildeu Duarte
Secretario dos Servicos

Obras Publicas
Gabinete do Secretario
Belo Horizonte, hinas Gerais
Brasil

Re: Yinas G-ris Water Suc wiLand Soe:ercs e Project

Dear Dr. Duarte:

We appreciate the coop-ration and Ccoutes.Is ta-t you and tle staff of
COkG exte'nded to . Costa, wnancr ad Rorg ouring their

recent visit o Eloa> Ho u'ote TKy re-: -te ha h iinucil situation
of CJ:G isi r ru ha signifin p-oc s hc e main the

mIth th2 u)i t it4.

he cxnect roa iatiorns fcr the p roed loc3 an to BLI for your progra
ta >:rt scon. :rea: 022 "is on :oui:rd that tha hiri:; of :eaoe:=ah

anu Lnginrz~lui C inutAntw ua YC>.L LO CCOnLLmO2 Io pJ re0srnati co 01 Le

lo-n to our JOard. ;:a trer er c :uad acy s>lect a' itl ccnaul-

tanK as s0n a: po:3:Lta, so 3:e may aoaue tuar cuaica Gi n curing
neotatienS, anDs nuLa e7. e yOU C ?2CUVI a contract icr their sordIces

w iL ahaad of hoard prscntation oI ahe loan.

Our rission had the rtunity a r c:oj the feosibility tudy for

Belo horinonto. he auggot you send -h r.aining dtudies to the Eank as

soon as they are completad.

Rober t F Skillings, Chief
Country Programes Division
La tn Anerica and Caribbean

IRegiunal U2I2.oe



AJThEEX 2

IDRkVT LETTER

Loans 757-8-BR

General Luis F. Galvao Carneiro da Cunha

Presi dentp
Cormpnnia de Sancxento BAisco do

Estado de Sao iia lo
Rua Costa Carvalho, 300 - Pinheiros
Sao Pvulo, SP, Brazl

Ro: Sao Paulo Water Supply and follution

Control Proje

Dear Concral Car ro da Cuv

extondO.d to -. a

Paulo. They crc xa ndt~u rn;utn 'ize f

1oanr to e e
ta enari l" ta pV 1e

your company.

We vish to c A-im our ncLssion s rc u st and ould apprhe yoar

sendinp us those ial- at your carlioL cS e al 's 

you contract for the external audit oas

Sincerely,

John L Kaiemate
Chi, Water 1uppy an ci

Latin America and the Caribbean Regional Office



AtI:EX 3

BRAIL

MINAS GERAIS WATER SUPPLY AND NC.WFAGE PROJE-T

COMAG

CO9PARATIVE INCOME, CASH FLOW AND BALANCE 2HEET STATTh1S

1973 197
Armrisni pealiov-i Appraisal 19l7ced

----- - C R$ milli- -----------

I5COME An CASH FLOW STATE91CITS

SOURCES

Peve ues 36.2 38.4 64.4 7

Operating Expenes (26.4) (29.8) (51.1) (51.1

Other Incore (net) (4.8) - 1.1 0.?
Gross Internal Cash Generation 5.0 10. (1v.57 22.1
Dess: Debt Service
Net Internal Cash Generation 1.2 4BNH/FAE 7 1 274
Other Woans and Grants 46.2
Total Borroitntgs 14",7 2- .

Total Sour-es 14725q.7

APPLICATICNS

Works 
147.3 230.0y

Interest During Construction 1.5

Total Works - =77
Increase (Oecrea-e) in Working Capital _47.7_

Total Arplicatlions -7.

1 ot Auditedi yea
/ Inctudd n average increaSe of iii af water and sewerage tariffs implemented in January 1974

851, of blico cohes from Belo Forizonte
Operatcng ratio reduced by R, compared with 1973's reSults.

W/ann from local Banks (CR$5.6 million) and Municipal Grants (CR$40.9 million)
Broken down as follows:

CR$ million

Belo Horiconte 101.3
C nta3em 27.5

Alem Paraiba 3.6
Alfenas
Catuagses 5.4
Ipotin-a 8-8

leopoldina 3.1
Teofilo Otoni 3.8

OttLer works in 93 cities 65.0

Total Work (101 cities) T2 . Of which CR$174.6 million for waterworks (78%) and

project tudies (44 cities) 5.2 CR$48.1 million (32%) for sewerage works.

Miscellaneas Investments 2.1
Total antan

ts 230.0

BALANCE SIDPI TATENDTS

(as of December 31, 1973. Not Audited Yet)

ASSETS

Fixed Assets
Gross In Operation 169.3 288.41/

Lesa: Depreciation (43.7 (0.31

Net in Operation 125.6 2E8.1

Wors in Prooress - 5?.b
Toltl Fixed Assets 15.v 3..5

Current Assets
invo-torisa 11.0 11.8

Acoounts Recoeiable 13.8 15.8

Cich 4.6 9.5

OtKr, 2. 11.

T I 7irrent Assets 3.3
De:'srroeIn ~'ch o aod jyher Assets .

Concessioary Acc4unt-
ast Ni.e1 Asaet. in Operation 84.o 214.7

W:>rks in rees
I': -:'sa 

c7  
'06r

To'al Cons snion-ry Accout 1- 7

1-t5 A: L'At 37 s

1 10.0 225.0

Ac lote d Sarplun 43.3 10.5
Rvootooios ourplus 1.0 '.5

T'ot l Euijy 144-3 237.0
kr-TemLAbili-ies

lotPr rL [st -r-sS 111.2 137.5

Le rn: ur re,', !attritiea (1nt) 10

L', - "es ["St tot 1:7. 3
Curror Li*12: :' s

Ac's:c.t Fs4ble 11.4 10.5

ourreot V'.'rities of iong Term Debt 10.3 10.2

Tfl' crre't L i ii-ien Z1.

Des2rrat + t'r Liabilities 1 .5 .

Con -i ary A's -

A tbrts P %tie ti O'cicipalities 46.3 214.7

L-, Ter t- 27.
Snort r, A' ounts Payable 27.

Total C--no-ionary Acosnt

T".1l E'st y a 1d 1abilitie3 sZ::

iS ac's GO sublohave not been yet classified

2/ th~s C:n' so::eron ": stly the former DEMAE

/I R': ': :..6 viilec
FAE '2510.7 eiilion

152 2' (8.6 million
Others C5 1.1 million

Rarch 1974



ANNEX h

BRAZIL

SAO PAULO WATER SUPPLY AND POLLUTION CONTROL PROJECT

SABESP

BALANCE SRMET AS OF NOVEKBMR 30, 1973

CR$ million US$ million

ASSETS

Gross Fixed Assets in Operation 1,747.7 273.1

Less: Depreciation 43.7 6.8
Net Fixed Assets in Operation 1,704.0 26.3
Works in Progress 2,027.5 316.7
Total Fixed Assets 3,731. 5t3.0
Investments 9.3 1.5
Inventories 5.7 0.9
Accounts Receivable 65.3 10.2

Cash and Investments in Securities 157.7 24.6

Total Curent Assets 22i.7 35.7
Other Assets 3.0 0.5

Total Assets 3,972.5620.7

EQUITY AND LIABILITIES

Authorized Capital 5,000.0 781.3

Capital to be subscribed (2,070.5) (323.5)
Subscribed Capital 1,7b4.5 27.5

Reserves 1,189.6 185.9

Total Equity 27-M ___.7

Long-Term Debt Net 650.7 132.9

Accounts Payable U9.3 1.0
Others 18.3 2.8

Current Portion of Long-Term Debt 40.1 6.3

Total Current Liabilities 147-7 23.1

Total Eauity and Liabilities 3,972.5 620.7

197h's BUDGET

REVENUES

Revenues from Water Supply and -
Sewerage Operations 464.1

Others 15.5
Total 479.6

OPERATING COSTS

Water Production 110.8

Water Distribution and Sewerage
Collection 214.2
Sewerage Disposal 8.1
Operating Reserve 1.8

Total 33 .9.
Income before Depreciation 144.7

Depreciation 43.5
Incore before Interest 101.2
Interest 3.9
Other Income (net) 20.2

Legal Reserve 5.1 
Net Income 112.h

March 1974
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companhia metropolitana de agua de sio paulo comasp

Sao Paulo, 08 de margo de 1.974.
F,1069 - G.1981

LAC Projects
Water Supply Division - IBRD

1818, H Street - N.W.

Washington - D.C

20433 - (E.U.A.)

At. Dr. Ren6 Costa

Ref.:- "Organograma Base"

Prezado Senhor,

Temos a grata satisfaggo de encamninhar junto a esta o "Organograma Base" des
ta Companhia, ate nivel de Superintendencia.

Certos de assim preenchermos os requisitos solicitados, colocamo-nos a sue
inteira disposigio para quaisquer informag~es que se fagam necessArias.

Aproveitando o ensejo de apresentar os nosso protestos e elevada estima e
consideraggo, subscrevemo-nos,

Atencio nte/

At yde a
Diretor

SW/hksc

av. paulista, 1938 - 15.- tels.: 287-3922 - 287-8662 - 287-0773 - 287-8680 - cx. postal 3.810 - end. teleg.: aguagran - s. paulo
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Loan 758-ER Mwo3 6, 1974

Eg. Bram Jullana
Diretor
C.o.pnhia do S.mm...n+o Bisifto

do Zatadt do fse Paulo - SM P
Rua Costa Carralho, 300 - Pinheirom
Sao Paulo, Brasil

Plot Uo Paulo Pollution Centeni Proeot
Mid No. 011&

Dear Ba, Juliz

We bave reeived your letter tof PEabwy 15, 1974 and two eies of tbe
tnde ments No. CSACP 01/74 Ar *ivil MOks 0a00trUC U Of the ABC
s-omp tra~tmant plaAnt.

Mr. Rodrigo" had the %pprtuniir ding hi. recent visit to Sa Paul*
to review and dimems the egntreat fsstsmat with r wrtfj; ha r1he tsd
that Vh7 aantfm tor OmidUlIMs fOr Pr rMIwnt.

We wish to confirm that the Bank has no objection to them tnder
dsam I and to y1w pmoseding with ivitatimans te bid.

John M. Kalbaramtten
Chief, Water Suppy and Smerage Divisisa

Latin Awrica and the Caribbson Regimal Offies

cc: Messrs. Kanchuger
Kalbez *tten

Division d LAC Files

FRodriguestm g

CONTROL No. BR-4-6



Marcht 1, 194

Comahia Matropolitama d.
3nsaminto do Sao Paulo

Avenida Angelia No. 2223, 16" andar
Sav Paulo, Bral

Rat Loan 758 DR
Cat.g.ry 3
Application No. 1

Gentlemas

We have romtived frs Uniao dc. Banov Brasilairos S.A.,
SB ftlo, a refund of DeUts.ebNa* ,489.00. Pleae refer
to our letter dated Jn 7, 19,, with attached copy of With-
drawal Authorization No. 1.

Tour Loan 758 BR, Catesory 3, Application No. 1, has been
oredited with Deutehe Mark 11,J89.00 on Nov.mer 22, 1973.
The dollar eqvalent of this mi nt is $1 ,308.38 comated at
the rate of .3750 per one Deutsche Mark.

@0s Ninisterio da Fasenda
Av. Presidente Antonio Carlos, 375
Rio D Janeiro, BrasIl

Controller's
Records (3)
o/'ile

LT:ky



ASOITO EO~RCINAND DEVFLOPA NT C rpP RA fON

OUTGOING WIRE

TO: iPi:A DL S.A-7 NTO BAcIC} DO ESTADO DATE: February 27,1974
sE SAD P.ULO - CABi Z

ATT ,IIO ATHAiD Rl DLiECTiOR CLASS OF
AV PAULIITA 193- 150 ED, SERVICE:

01310, S O PAULO

DOUNTRY: R2,ZIL

TEXT:

E.: .PEATLG OU CALL OF FEEiUAR T2ENTYSIX AS FOLLOWSU QUOTE DISUR

LOANS 757 AND 756 B HG ThiLD PENDING RECEIPT FEDERL GOVRNIENT 'S

coil, oCu : T2 PROEDU E DESmRELD OUR LETTI. TOD M 1 You JA1UARIY T"YTO

STOP SUGGEST YOU CONiACT -IJIST"Y OF FkiaNCE TO ASSIST THFM i EXPEDITi4G

THELi OONSIDEATION OF MATTER SIGNED SKIILLNGS UTNhUOTE REGARDS

KANOHUGER

INTBAYAD

NOT TO BE TRANSMITTED

AUTHCRIZED BY: CLEARANCES AND COPY DISTRiBUiiON:

cc: Nessrs. Carvzalho, L gal Depart'ent
NAMERobert Kanch~u-ex F RoertKanhug-.rHeJ.ne, ControlIler-'

Rodriguez, Procu.rement
L&T. Latin f ica and Caribbean Officer, LACPS

GNATURE OF !t DUAL AUTHC1ZED TO APPROVE)

R-L M NEN : For Use By Cofmmuniatiom c
RKanchuger:g1w

ORIGINAL (File Copy)
I..R-AN . Iee .. c.e-a. Gud for orcrn form.. Checke d f1Ir DispIachI . ..



NERNAT IAL DEVEL>PMENT INTEQNA1!ON.L ANK FR N AN

ASSOCIATiON R4 CONT UC'ON AND FVCOPMENT CORPORATiON

OJTGOfNG WI11RE

TO: GENERAL LUiS F. "1LYAC CEL.O A CUMIA DATE: ""HU-DY 26, i9%

CO0JANLIA 'DE SA2L(UNTO FJNCC j CLASS OF
ESTADO DF SAO PLO SERVICE: LT

RUA RIACHU11O, 1S 
I4AO PAULQ, Sr

COUNTRY: BRAZIL

TEXT:
Cable Nc.:

DISBURSE1Ei4T LOANS 757 AND 758 BEING VITHKELD PEND TG R&VIPT FEDEIAL

GOVERINT'S CCNCURiiETlCE TO CEDURE DESCE OUD UR LETTER TO YOU OF

JANUARY TWO STOP UGEST YOU CONTACT INrISTR . OF FINANCE TO ASSIST

THEM I1N EXPEDITING THEIR CCOSTIEzATITN OF 1,TTER RJ3AiDS

SKILLING S

INTEAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY CLEARANCES AND COPY DISTRIBUTION: Cleared with an.d
cc: Mesars. Carvalho, Legal Dartment

N R obert F. Skillings Helne, Controller e
Friedmann, Public UtilItic.

DEPT, Latiq 'ej.i i.ca ax2d Ctr4bbean
SICN TURF - ~

iSIGNATURE OF INOP-D UAL AUTH()l ZED TO APPROVE,

f Ni:L)NCE: FCr UJe By C mr IFUS SccticriKanchuger:glw
ORIGINAL (File Copy)

(IMORTANT: See Secretar:e Guide for p'cparing fkrm) Ch:'ked fkr Dispitcl: -



February 26, 1974 V

To: Mr. Robert F. Skillings, Division Chief, LAC II

From: Robert Kanchuger, Loan Officer, LAC II

Subject: Sao Paulo U*ter and Sewerage Loans

You may recall that in January we agreed to continue disburse-
ments under the subject loans to the new Sao Paulo water and sewerage
company if the state and federal governments concurred. The state govern-
ment has agreed to our suggested dibursement procedure, but we have not
received a reply from the federal government. As a result, the Controller
is holding up disbursemcnt requests under the subject loans. I think the
best method of getting the federal government to act on the matter is to
contact te company. Accordingly, I haVe prepared a proposed cable to
the President of the.company for your authorization. I have also attached
our correspondence of January 2 to the company and the state and federal
governments for your information.

ittachments



Companhia de Sane menlo 8sdco do Estado de Seo Paulo SABESP

CSA-071/0319/74 - SABESP-C

February 15, 1974

Mr. John M. Kalbermatten
Chief, Water Supply Section
Public Utilities Projects Division
Latin America and the Caribbean Regional Office
International Bank for Reconstruction and Development
1818 H Street, N.W.
Washington, D.C. 20 433
U.S.A.

Re.: Loan n9 758 BR

Dear Sir

Enclosed for your review and approval are the tender documents n9.

CSA - CP - 01/ 74 for the construction of ABC Sewage Treatment Plant's

Preliminary Works.

Your kind consideration of the documents would be appreciated.

Sincerel7

BRA ULIANO

ir tr

NMAJ/cb.-

V 
p g
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INCOMING CA L- ?VE Log. 269
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GPAULO 53 6 1500 - February6, 1971 hj
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kTERNATIONAL BANK FOR RECONSTRUCTMiN AND DEVELOPMENT b I 1813

r .STREET N. .
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iTAVuR COiiFI k2AR

LUIZ P G. CARNEIRO DA CUNHA E ATHAYDE ROSA

UL 161U 20433 1974



INTERNATIONAL DEVELOPMEO INTERNATIONAL BANK FOR WERNATIONAL FINANCE
ASSOCIATION j RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Messrs. R. Costa (FNA, LCPWS) and F. Rodriguez DATE: February 4, 1974

(EGR, LCPWS '
FROM: John M. Kal /;en (Division Chief, LCPWS)

SUBJECT: BRAZIL - Postappraisal of the Minas Gerais Water Supply and
Sewerage Project
Loans 757 and 758-BR - Sao Paulo Water Supply and
Pollution Control Project - Supervision Mission
Terms of Reference

1. You should plan to arrive in Rio de Janeiro on February 11, 1974
to discuss with officials of the Banco Nacional da Habitacao (BNH) the
Bank's recommendations on the Minas Gerais Water Supply.and Sewerage
Project. Messrs. R. Kanchuger and L. Cancio will join you there and will
participate in the mission. Mr. Rodriguez, on his way to Brazil will
spend a day in BogotA reviewing the tender documents for the Chingaza
Tunnel construction (Loan 741-CO).

2. In Rio de Janeiro you should discuss with BNH ts officials the
proposed financial and economic covenants for the project, in particular
the financial rate of return covenant and the economic cut-off criteria
for the evaluation of subprojects. You will also pre-negotiate with
BNH's staff other proposed loan conditions regarding the Superintendencia
management and organization of the project, and the use of management
consultants. Mr. Rodriguez will review with BNIH's staff the procurement
and disbursement procedures for the project, and for that purpose a
representative of the Companhia Mineira de Aguas e Esgotos (COMAG) should
be invited to Rio to participate in this review. As time permits, Mr. Costa
will visit the BNH's technical agency in charge of coordinating the National
Sanitation Training Program.

3. After completing your work in Rio de Janeiro, you should proceed
to Sao Paulo where you will study the changes required in the SAEC and
SANESP loan agreements for the transfer of the existing loans to the new
Sao Paulo State Water Company (SABESP). You should in particular:

(i) get acquainted with SABESPIs management;

(ii) obtain the financial, technical and legal information needed
for the preparation of supplemental agreements with SABESP;

(iii) review progress in the project execution;

(iv) evaluate SABESP's organization, and

(v) discuss with BNH's representatives in Sao Paulo and SABESPts
management an ad hoc system of information for the Sao Paulo
project.



Messrs. Costa and Rodriguez - 2 - February 4, 1974

4. Then Mr. Costa should proceed to Belo Horizonte .where he will
review with COMAG's staff the status of preparation of the Minas Gerais
Water Supply Program. Mr. Costa should, in particular:

(i) discuss with COMAG's management the terms and conditions
of the proposed Project Agreement;

(ii) evaluate progress in the negotiations for the merger of the
municipal water utilities of Minas Gerais State in COMAG,
and the hiring of Consultants for technical and management
assistance to COMAG, and

(iii) review the feasibility studies already completed for some of the
subprojects.

If necessary and appropriate, Mr. Rodriguez should also go to Belo Horizonte
to discuss procurement procedures with COMAG's staff.

5. The mission is expected to stay about two weeks in Brazil. On your
return, you should prepare the usual Back-to-Office and/or Full Report.

Cleared in substance and cc: Mr. Kanchuger

cc: Messrs. Knox (LCPDR), Geli (LCPDR), Skillings (LC2DA), Rovani (5) (PBPDR),
van der Tak (VPS), Cancio (LEG), Helne (CTR), Wiese (LC2DR),
Bowron (PAB), Baum (PAS) (3), Zenick (LC2DB), Sporon-Fiedler (LC2DB),
Mrs. Steiner (LCPPB), Division Files and LAC Files.

FRodri -z/RCosta:mcg



ropp N6. 3S7.64 IBRD L.NGUAGE7 SERVICE DISON
C12-69 CONTROL No. E-I '/'_ _DATE:

ORICINAL LANGUAGC: Porta'IP .
nEPT. l In i iMNrc RANSOTLR.

Department of Public Works and Services

of Sao Paulo

January 22, 1974

Ref.: S-0069-A

Mr. Gunter K. Wilese
Direct or, Country Prograis Dept.
Latin America & Caribbean Regional Office
I BRD
dashington, D.C.

Dear Sir:

In -esponse to your lelt ur of January 2, 197h, I enclose a cony

of it dily signed ir conhirlation of the overnment's decision co con-

tinuc receivin ' disburs,-Kernts frwm the Lank on Loans 757 and 75) B

until the lan agrecrments -re r::nc-otf ed.

I have instructed S12KSP to speed up the studies nanded so that

the agreements may be renegotiated within the time set, in accordance

uIth the ls of Banik and of tIe Goveraent of he Slate of Sao

Paulo.

Very truly yours.,

Jos( oWchcs
Soc rotary of Public Torks and 5crvrices



SECRETARIA DE ESTADO DOS NEG6CIOS

DOS SERVIQOS E OBRAS POBLICAS

DE SAO PAULO

S~ao Paulo,, ,' de janeiro de 1974.

S-

Prezado Senhor

Em atenqoo a carta de 2 de janeiro y. pas

sado, tenho o prazer de encainiinhar-lhe, copia da mesma, devi

damente assinada, confirmando a decisio do Governo em conti

nuar recebendo os desembolsos deste Banco para os contratos

757 e 758/BR, 'onquanto estes contratos nao forem renegociados.

Informo-ihe tambem, que determinei a Com

panhia de SaneaMrento Basico do Estado de Sao Paulo - SABESP a

aceleraqao dos estudos necessarios para que os referidos con

tratos possam ser renegociados dentro do prazo previsto, aten

dendo assim ao desejo deste Banco e do Governo do Estado de

S o Paulo.

Renovo na O Ortunidde meis protestos de

elevada consideracso e aprego.

0SE? MEFICHTES

Socretario dos Servigos

c Obras Publicas

Ilmo. Sr..

GUNT2R K. WIESE

Director Country ProDrams Department

Latin America and Caribbean Regional Office
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cocnasp

N.'id-f A AU IA1, ,
-'i tor-

As rfe idas acsinatura2 vao autenticada- por

notirio pdblico oficial da cidade de Sao Paulo.

Sendo o que tinhax.ios a inrormar, subscreveLo-

nos,

Atencio sameinte.

LUIZ PHELIF A;mLVXO CARNEIo Cu:;:A.

Presidente

A E
Diretor

c.c. SRCDCCCFI,FNC

FIR 0'UrMAO DE NOIA,Po~~i .ANrP4O TAF3ELIONATO Qi'n
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

128S H Stred,N.W. Washunon. D. C. 20433, USA.

C-4~ .2.0 .... .E ...- 66 . eC.M. ... ; BAFR

IC C

January 2, 1974

ris Fo -ni o D'lf Im 1,to / ~
i L Faznda .

.n A io a ,375~
Rio do Janeo, GB, Brazil

Dear Xr. ister:

Re: Sao Paulo Watcr Supply and Pollution
Gont-ol Proioct, Loa jrns7 773--3

I iava attachod a copy of a lott'r weo have vrittn to the P-0Sid nt
of the Cdoia de S ceaento Basico do Estado de Sao Paulo (SA1ES)
rojardign tha contiuation oZ Ban2: disbursemnts for the sabject projects

pcndina- r notietion~'o the existi'- loan pith SAln2P. i vi.c. 'of the
Governzmc.'z positi.on as Gara;or of both of the subject loanc, ve iould
.like to have yrour a meat r' th pccduros uc have su, jted jor con-

ii .ay signify yOar n by signing the
encloscd cnfirr.ation copy of this letter and retu.rniU it to us.

SSicer'ely yeurs,

By
Gunt1-, , X.

CY
-Oouary Pro &zP'~u

Regionnl Ofica

F::ra z R Psta'c or ThaZ

/ uthcriz' uersentt Dato

Ac tacaLmants
:3Y-/... ......

j 1 .. Cr. d

1/11 19
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INTERNXIONAL BANK FOR RECOINSTRUCTION AND DEVEOPMFNT

18181 H StetN, sign D) C. 2O433> U
A-on ":0 UX---v 36W eeAdhe INTBAFRA!D

January 2, 17

General uis F. Galv o Carneiro da a
Presiden e
Companhia de tSaneamento B~sico do

Estado de Sao Paulo
Rua :achuelo, 115 - 112 andar
Slo Paulo, SP, Brazil

Dear General Carneiro da Cunha:

Re: Sgo p
Control 0 rojc jr, n a-

I soul lie to take thia Opportunity to ongrt aeyuo
your een ment as President of the Compn n
sicoa So aulo (SABES a as

success. hav enjoyed excellent relations t
organiaions, the $uperintendncia de Agua e
and the Comanhia Ietropolitana de Saneamento d
I am confident that the same relations will o
company.

In a 7etr to the Bank of Novemberd
Lima Pontes o t A P tsenda mi~lo he aktod tnegiate th D eF onsend a
thatneoitha SBFD asno assumed. Until the lon a rn3 tao1hwever, uests that the -
ments d e

perioc witnout a renegotiation oftelas io itteSaeo
S0 Paulo and the Federative fepublic of 1ra

parties to the Project and Guarantee Agreements nu are therefore sending them copies of this letter.

the exi wc, o
t s ments withorn e

have placed a on he needp
many of te c ions and provisions o
become unclear nivo



General Luis F. G. Carneiro da Cunha -2

In order to continue disbursemen -
evidence of the authority of the person o
applications for withdrawal from the Lo
specimen signature of any such persons

Our receipt of the signed confi ao n
confirm your agreement to the procedure h

CONFIRMED:

COMPANHIAAF0 SJEMET ASICO DO
ESTADl DE 'PLO

Attachment

cc: Go',rn 37 Etdod a Paulo
a/e vertai do erios 8 o
Rua RIche, 1,-V andar
S90 Paulo) SPj Brazil

Ministro Antonio Delfim Netto
Ministe'rio daFa zen.da
Av. Pre-,idente Antonio Carlos, 375
Rio de JaiBBOffi



INTERNATIONAL BANK FOR RECONJ;TRUCT)ON AN 0 qNr

0 1818 11 , N W, ) C. 2043,

Y

aeretari e Grwi e ts bra il
a iacaes

Sao Paulo, 2?, 3razUl

Attenitions r Jcue heicre~

Dear 14r. Seretry

Ihaoe;;c I r

GWL 0
alo the juo( w

yor agreeip b e igning the enoloseu OOflf U to 0 0thSlte&nd returrnn it to ~e

Sinceeyyu

By6 %
La n erica and Cibbean

COFIRKlD

SECidETAILL S6 $uIiCO' i2 OBILAS
PUBLIOAS/ STADO DE SAO PAULO

By ~
A orized aepresentavive Dt



INTERNATIONAL BANK FOR RECONSTRUCTION AN( 7EV LOPMENT

1818 H1 Stre, NW, Waingtlon, DC 4 33 SA
A-. C A 202 E 1636O CC." 2W INTRAFRAtD

January 2, 197!

General Luis f, Galv o Carneiro da cunhresidente

Companhia do $aneamento Bsico do
Estado de S"o Paulo

Rua Riachuelo, 11> - 112 andar
S9o Paulo, SP, Brazil

Dear General Carneiro da Cunha:

Re: Soion
Contro

I. shoul like to take this oportu
your recent appointment as President o
B-isico do stado do Sio Daul (sABEsrI and s
success. - e have enjoyed excellent relation
organizations, the Superintendencia do Agua e
and the Comnanhia Metropolitana de Saneamento dn
I am confident that the same relations w c
company,

In a leteter to the Bank of Nover
Lima Pontes S sted tat it was the in
send a senda mssin t th Bak t renegotiatet''fu~ om
that SA no asumed. Until he loa r
ever, Mr. maequests tat the
ments directAly to SA

period without a renegotiation of the loan
S90 Paulo and the Federative Republic of Brzil, paity asparties to the Project and Guarantee Agreements, con We are there
fore sending them copies of this letter,

In view of the importance that we atta
the existing agreements with SAPESP or c
ments without renegotiated d e
have placed this mhasis on the need for tb
many of the co 4kti4ons and provisions e ietbecome unclear q witt -6 L.tion oC



*0

General Luis F. G. Carneiro da Cunha 2 - uay2i)

In order to continue disbursementel n
evidence of the authority of the person or p o l
applications for withdrawal from the Loa o a
specimen signature of any such person.

Our receipt of the signed conIirut I
confirm your agreement to the procedure w h

ESTADJ DE A' P ULO

Attachment

cc: Golern d iEs o de Slo Paulo

ar Ke -aeDie

a/ ecearados Servig;os e0
Rua Riachuelo , 115 - 39 andar
Sgo Paulo, SP, Brazil

Ministro Antonio Delfim Netto
Ministrio da Fazenda
Av. Presidontc, Antonio Carlos, 375
Rio de JRgfraiil11/ _
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DE\TELOPM4NTC. s '

Q 1818 H Street,N.W, W..hington,D.C. 20433U US A,

p
January 2, 1974

Ministro Ant Delfim Netto
Ministro dn Fazenda
Ministerio da Fawnda
Av. Presidente antonio Carlos, 375
Rio de Janeiro, G9, erazil

Dear Mr. Minister:

Re: Sao Paulo Water Supply and Pollution
Control Project, Loans 757 and 758-1

I have attached a copy of a letter we have written to the President
of the Comrpanhia de Sansamento Basico do Estado de Sao ?aulo (SABESP)
regarding the continuation of Bank disbursements for the subject projects
pending renegotiation of the existing loans with SABESP. In view of the
Government's position as Guarantor of both of' the subject loans, we would
like to have your agreement for the procedure a e have suggested for con-
tinuing disbursements. You may signify your agreement by signing the
enclosed confirmation copy of this letter and returning it to us.

Sincerely yours,

INTEIRNTIC"AL 'ATK POR
PECONSTIUCTION :TD DEVELOP}ET

Gunter K. Wiese, Director
Country Programs Department
Latin America and Caribbean

_egional Office

COJ1FIrdED:

FEDEATIVE E ',I C OF AZIL

Authorized aepeset' ' /Date

Attachments
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The World Bank Group

Record Removal Notice AecrdMes

File Title Barcode No.
Sao Paulo Water Supply and Pollution Control Projects - Brazil - Loan 0757, Loan 0758 - P006246 -
Correspondence - Volume 2 30319097

Document Date Document Type

14 December, 1973 Memorandum

Correspondents / Participants
To: Mr. John Kalbermatten, Projects, Lat. Am & Car.
From: Jose A. Carvalho

Subject / Title
BRAZIL- Loan Nos. 757-BR and 758-BR

Exception(s)
Attorney-Client Privilege

Additional Comments

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date

Kelli Gordon June 21, 2017

Archives 01 (March 2017)
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SDE .nC PAULO

Sw Paulo de outubr' do 1c73.

/4ul -, d-,)3

Senhor Chef:

Acuso o recebimnonto de sua carta de 7 do setem

bro pr6 ximo passado em que Vossa Senhoria enfanisa a necessid.-

de urgento de serem discutidos e celebrados contratos suplementa

res com o Banco Mundial, assegurando a succssdo dos direitos e

obrigag6es dos contratos de empr6stimos assinados com a SAECe

a SANESP.

Os prineiros contatos sobre este assunto serdo

feitos com o advogado R. Biuhler, que dever6 estar em Sqo Paulo

nos dias 11 e 12 do corrente, conforme telegrana do dia 28 do so-

tombro, enviado pelo Sr. Skillings.

Em decorrencia destas reuui6es, poderei comnu-

nicar a Vossa Sonhoria a data urm otue missao do Governu do .1 -

do partir6 para.Washington para entendimentos finais e assinatura

dos Contrsio: Suplemrootarod.

Agradego a Vossa Senhoria as sugestoos apro-

sontadas na carta referida, as quais transmitirci direturia da

SAnE SP.

Aproveito o enscjo para renovar a Vossa Sonho-

ria ineus protestos do olevada consideragso e aprego. ..

OSRf MEICIES
Secretairio dos Sorviges e O(bras Piblicas

Ilmo. Sr.

JOHN Al. KAL ABERMIATTEN
Cho fc da S eo de Abastocimento d -AJga

Divis5 o do Projotos de Servicos Publicos para America Latina e

C aribe

J LIg.

b J) C, 4.7 2



September 24, 1973

Coupanhia !etropolitana de
Saneamento de Sao Paulo

Avenida Angelica No. 2223,16 andar
Sao Paulo, Braril

Re: Loan go. 758 IR

We are mailing to you under separate cover a Statient of Account
for the above-mantioned loan covering the current six-mouth period, along
with a Summary Stateoent of Amounts due on the next payment date
November 1, 1973.

A review of the payments due under this loan an the last payment
data indicates that the following aeaunts wars received late

Currepcy

Iato flue Date Received Name munt

May 1, 1973 May 18, 1973 Mexiean pesos 13,517.00

The Bank attaches great importance to, and tarefully reviews, the
record of its horrowers in peying the amounts due under the various loans.
A record of late payments causes un concern and is something which, I
know, is quite contrary to your wishes. I should be grateful, therefore,
if you would have this matter drawn to the attention of those responsible
for initiating payments due to the bank. garlier payment instructions
given to your hankers, will, I trust, result In primpt settlement, on the
due data. If there is any way in which we can assist you in avoiding late
payments, please let us know,

Sincerely yours,

Victor C. Chang
Deputy Controller

c: Ministerio da Fazenda
Av. Presidente Antonio Carlos, 375 cc: Mr. J. Burke Knapp
Rio de Janeiro, Brasil Mr. S. Aldewereld

Mr. Gerald Alter
Mr. Virgilio Barco
Mr. David W. Gray



Tn3s 757-RT1 and 758- RS er 7, 1973

Senhor Doutor Jose Heiches
Secretario dos Sorvicos e

Obras Publicas
Gabinete do Secrotario
Rua Riachuelo - 115, 30 andar

01007 Sao Paulo, Brazil

Re: Sao P 1o 2ater Supply and
Pol1utlen Cr trol Piect

Dear Dr. Meiches:

We . preciate t!e couritesic n coo.it'cn th the ) cIa,
of yoar Socretariat, SA X MC enC S. c -,Acd to h.. r.- Costa

and 'L:uez during their rocont vir t to a imlo. Thcy a1ve submitted

a report on the Spo Paulo project and u are -nperaily datisficd with tha

progrc of the works.

The En las been i-i-ormed of th2 5 - C-vemmnent', deciAsion to

ret v : ingle Voieonny, S JP rot'rble r th pianni , cortuction

and i tiOn of tier mu, . irc. rro facitb in Sao Pr-lo St.tc0

We 1xs e A.P 2 Lm, substanti.aly immo water ny emd vcewegce services

in the State.

lie -rsh to advise you that :,2 v-.T ci the irctbiient of

.M so sc ik' t W U n ,Cf i meesarv IAn au .AI Dm ej:v.tr u1-j - u mm

arrec m.t~s with S::SL7P, t>e 2. Paulo te trd t. Fe>rzEL Cam . nt in
order to :.ro th uee.s e of S tJhe r h.t and ls 1, ion o f

oportune if we could engpdito these ien with no delay, v;hich

I e-ld avoid a tir2g; in t projCct . aon.

Duo to th) size nd in. ta o AM , it night I advi sa11

to hil. 1.7hly galified COAli2. :in or io , rc.iu .tive

m~ flo'i of :nfor a. e : ic 10 <o a :Min '2c Gcv alao

rec: iy20s contrac with 2;K; be o:tendu rwad tre ferred

to & 1to tu 1: ldant 'e of ghOr os 'riise in &ta prococa n,

parren 2 &Tidnid 'rzatin im tr od L c atary c.itrole, otc.



Senhor Doutor Jose reiches 2 19 Septeber 1, 3973

Ie think that SABESfs rnngemert LiU hav0 to organize tthout

delay an efiicient financial 'partnt -,point a raeable iinaioial

manager. :Oanwhile we suggest the estabi W nt of a finacial ec4Ittee

which .ouald aSSist SXTAT3T-Ps m. ,C.ent in -,Ajng firnmc ical projections and

coordinating the State progran of works.

We understm-d that a joint misuion Of CI3P Qnd the Statc may

visit the Bank within the mnth fol0lowing the attin u) of SALP to di CUS

the supple-,ental agre,-ent iie have mentioned here. Ue would appreciate if

this nission could viit Uazhin ,ton in cerly Outobcr 3973. IPlez5o advise

if this date would be covenient for you.

Very truly yomrs,

John IT. NAlbermatten
Chief, W: cr Supply Scc~ioo

Public Utilitic,, Lroec 'CAvSion

Litin fx.erica ed th ,- ibbe 'c;;ional Ofiice

Cleared w/& c: Mr. Ranchuger(tC2DA)
cc: Messrs. Theehan (!TPME) 1, Skillings (LBuDA), Buhler (IU,),

Helne (cT:), Costa, lodriguez (L0PB)
LAC File Dlviice Files

RCosta~rnq



Lan 758-BR smt bw 6, 1973

Eng. 4tar F. Lat|oal

CQKV93hda 116troyaoutaa do
rk - me do Sao Pulo - AN

190 Costa Carvao, 300 - Finaairf
hto Paulo, h.3l.

a uo pmlo Pollution Control Prjoewt

ear Ug. Lotitat

nook you for y eItter of August 27, 1973 tfrvardl a *SOf Ot
yewr Owami-+io- report a tho p&eladuar dyin rspamd bcr Istudow
?6omdwt * Projetes-ZP Lwa. for the ABC pnge troatment plant.

W* wre prommUTa remIng I~Ps fandbit lF e apoart, md a* SOMn
s ow revi" is *mpxuto4 we shall wite to you again to give w

eummte O tis Prject.

GMW, Water hUgay SOtiAu
Pubgic Utistes~ Proecets Diviva

Tnti Amurica sad the Caribbesa Regi ml Offlf.

set Nesers. K.n.huer
Ualbenmatten
Sheehan

Division File.

CEWMTOL No. BR-

JBodriguseng
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COMPANHIA METROPOLITANA DE SANEAMENTO DE SA0 PAULO
SANESP

ENG-351-1880/73-SANESP-C

August 31, 1973

Mr. John Kalbermatten
Chief, Water Supply Section
International Bank for Reconstruction and Development
1818 H Street, N.W.
Washington, D.C. 20433

REF:--Sao Paulo Water Pollution
Control
Project - Loan 758-BR
Reporting Requirements

Dear Sir,

With reference to Sections 3.05 and 5.02 of the Loan Agreement

758-BR, we forward enclosed herewith periodic information and

reports required for the project related to the 1st quarter,

1973, and to the 2nd quarter, 1973, with respective balance

sheets.

D Q /a 75 Yours very sincerely

0Ocar Felomeno Lot o
Assignd t 4DIretor

1/-

rua costa carvalho, 300 - cep 05429 - end, telegr.: ''CI A S A N ES P E'' - pinheiros - sao paulo

Mod. 1.001
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Form No. 277 
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INTENATIONAL DEVELOVPMENT INENTOALBN-O

OUTGOING WIRE

TO: RAZ JULIAN DATF AUGUST31j 1973
SAO PAULO CLASS OF UN78B

TX:RE1lRLET AUGUST M5M RGARDING BIDDING NUME TWO FMPOURN ONRT

ATOP CRP DLRBDSON

NAOE TOU BETASMTE

Public Utilities Projects Division Kalematten

Division Fil
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(3orm ) o.90IBRD & IDA: SUPERVISION SUMMARYj )

7Rgional Office: Country: Project Name: Loani ttt No.

IAC BRAZIL Sao Paulo Pollution Control 758-BR
Pr.ijects Dept./Div: Code: Programs Dept/Div: Code: Date Loan/Ore"t ProjectA

LCPPB 166-40 | LC2DA 164-1c Signed: 6-21-6B No. _RA_

Projects Officer: Loan Officer: Orignal Loan/Gredit+ Cancel!ations: Current Loan/O ift:

F. Rodriguez I R. Kanchuger Sm. 15.0 sm. 3.0 Sm. 12.0
SECTION 1: DISBURSEMENTS CUMULATIVE S MiLLIONS Amount Disbursed:

Through FY 72 73 Current FY 73/74 Next FY 74/75 Sm. 0.4
Ist Half 2nd Half Ist Half 2nd Half Undisburseo Balance:

sm. 11.6
Original Estimate 8.0 11.0 13.3 15.0 - As of

Date: 08. 28 . 73
Last Estimate 0. 2.2 6.5 10.9 13.0 Borrower; COmDanL'a

Current Estimate/Actual 0.4 1.3 4.5 7.0 9.0 Metropolitiana
de Saneamento ce

SECTION It: COST ESTIMATES SECTION III: MAJOR DATES FOR PROJECT IMPLEMENTATION
Original Last Current Original Last Current
Estimate Estimate Estimate Estimate Estimate Estimate,/Actu3i

Local Currency (Sm) 66.5 64.0 52.5 Effective Date 10.29.71 01.13.72

oreign Currency (Sm) 15.0 14.0 11.5 Procurement Completion 02* 28.73 04307i 04.30.74

Total Project (Sm) 81.5 78.0 64.0 Project Completion 12.31.74 12.31.75 12.31.75

ClosingDate 06.3Q.75 Q6,30,76 06.30o .6

SECTION IV: PERFORMANCE RATING PERFORMANCE TREND NATURE OF PROBLEM
Last This Last This Last This

Report Report Report Report Report Report

Problem-free prt.ject 1. I ___1 ____n proving X Financial 1.

Minor problems 2. x Stationary 2. Management 2.

Major problems - under control 3, . Deteriorating 3. Technical 3. x

Major problems - not under control 4. Political 4. _ _

Country Economic 5.

Other 6.

SECTION V: MISSION SCHEDULE Last Last

Current FY Next FY Last 2 Missions Next Mission Supervision Report Progress Report

0commendled interval

between missions (months) 6 6 Jan. 1973 Aug. 1973 Jan. 19714 08.24.73 05.23.73

SECTION VI: MANPOWER EXPENDITURE Past FY Current FY Next FY

(Manweeks) Proi. Staff Prog. Staff Proj. Staff Prog. Staff Proj. Staff Prog. Staff

Plan 14.0 2.0 14.0 2.0 14.0 2.0

Actual - Procurement 4.1 - 2,0 - -

-Other 10.0 2.0 4.0 1.0 -

SECTION VII: COMMENTS (Include where appropriate comments on status of project-associated technical assistance)

The project execution has been delayed because of conflicting views on the project
recominended in the Appraisal report. The Bank has approved a revised project and cons-

truction started only last June, two years after the Loan Agreement was signed. The
project's late start explains the backlog in the original schedule of disbursements.

Design and procurement are of good quality and construction is now progressing well.

Due to lower cost estimates of the new project, the Bank has agreed to the Borrower's

request for cancellation of US$3.0 million in the original loan amount and also to

extend the Closing Date by one year to Jine 30, 1976. The State Government has autho-
rized the consolidation of SANESP and 901MASP into a new State company, SABESP, and conse-
quently the Bank will enter into supplemental agreements with SABESP, the State and
Federal Governments.

Fro ects Officer: Signed: /Date: August 28, 1973
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Tha WorBd Bank @rou~p

ArchveRecord Removal Notice &sane

File Title Barcode No.
Sao Paulo Water Supply and Pollution Control Projects - Brazil - Loan 0757, Loan 0758 - P006246 -
Correspondence - Volume 2 30319097

Document Date Document Type

27 August, 1973 Memorandum

Correspondents / Participants
From: Rainier R. Buhler

Subject / Title
Status of several corporate reorganizations of Bank borrowers from Brazil

Exception(s)
Attorney-Client Privilege

Additional Comments

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date

Kelli Gordon June 21, 2017

Archives 01 (March 2017)



Loan 758-BR August 9, 1973

Ug. Bros Juliano
Dirstor Presidents
Comhan*"d Metropolitam do

3amea.ento do Sao Paulo, SANZSP
bta Cost& Carvalho, 300 - PFihiaros
Sao Paulo, Brasil, S. A.

Bet Sao Paulo Pollution Control Projeot
Bid No. 9/13/73

Dowr Eng. Juliamot

Thank you for your letter of July 17, 1973 enclosing two copies
of your Contrats Nos. 053/73, 05W73, 055/73, 056/73 and 057/73 with
Construtora Passarelli S.A., Constran S.A. - Construqos e Camerio,
Conmuraan -ng.Whwria a Com eio S.A., Oociedad Construtora Helano &
Fomu oa S.A. wad teso S.A. Ccarrcio a Construeoes, respectively, for
construction of *ssfte interceptors In Oreater Sao Paulo (Nogi duo
Cruces - 9smm #Sutm).

We bave no objection to the abwe-manticned sontrasts * och vill
be finan vder Catqory II of S.h*&U2 I of Loan 758-.

Jol m. Xalbermatten
Chief, Water Supp3y Sestion

Publi Utilities Projects v1sian
LatIn America and the CeArbbsm Regiol Offlee

cc: Messrs. Helne (with att.)
Kanchuger
Kalbeomatten
Sheehan

Division Files

CONTROL No. BR-

FRodriguez : mcg



COMPANHIA METROPOLITANA DE SANEAMENTO DE SAG MULO
SANESP PRE-487/1636/73 - SANESP C

Sao Paulo, 03 de agosto de 1973

Mr. John Kalbermatten Date Bcelved------

Chief, Water Supply Section
International Bank for Reconstruction t
and Development t -~~
1818 H Street, N.W.
Washington, D.C. 20 433 --- - -~

USA

Ref.: Contrato 758-BR

Prezado Senhor

Anexo encaminhamos para apreciagao o relatorio da concorrencia pu-
blica SANESP 02/ 73, para compra de tubos dos Interceptores de Mo -
gi-Suzano.

Informamos que a Comissao de Julgamento concluiu pela anulagao, uma
vez que os pregos apresentados foram consideravelmente superiores
aos previstos pela SANESP.

Foi feita uma nova analise tecnica-economica da obra com os pregos de
tubos ofertados na concorrencia, concluindo-se que a solugJo mais eco-
nomica e a construgao de galeria moldade. "in loco" de concreto armado.

A construgao desta galeria seria feita atraves de aditamento dos contra-
tos 053/ 73; 054/ 73; 055/ 73; 056/ 73 e 057/ 73, ja enviados ao BIRD.

Contando com a aprovaqio de V.Sa., subscrevemo-nos

tencio nte

Br z uliano

Di e r Presid nte.

Anexo.

ACC/ cb. -

rua costa carvalho, 300 - cep 05429 end. teleg.: C I A S A N E S P E - pinheiros - tel. 286-8132 - seo paulo
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UIWA CO BRSP 073

SAOPAULO 73/71 25 1456 P1/53/51 Distribution:

July 25, 1973 Controller r. Rutland

WNTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
INTBAFRAD 1818 H STREET

N.W WASH I NGTONDC 20433

PLEASE CONFIRM DIRECTLY TO OUR AUDITORS ARTHUR ANDERSEN AND CO BY

TELEX (ARTHANDER SPO 021538) THE BALANCE OF AMOUNTS DUE TO YOU AS

OF JUNE 30 173 BY COMPANHIA METROPOLITANA DE SANEAMENTO DE SAO

* AULO SANESP LOAN NR 758-BR.

COL INTBAFRAD 1818 20433 ( ) 021538 30 1573 758-BR.

TSP372 INTBAFRAD P2/20

ALSO INCLUDE DETAILS OF COLLATERAL IF ANY THE INTEREST RATE AND

THE INTEREST ACRUED UP TO JUNE 30 1973

SANESP

COLMO

ZLjLfl9 IRPA



COMPANHIA METROPOUTANA DE SANEAMENTO DE SA PMULO
SANESP

PRE-461/1481/73-SANESP-C Sao Paulo, 23 de julho de 1973.

Ao
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
1818 H. Street, N.W.
Washington, D.C., 20433
U.S.A.

Ref.: Loan 758-BR. Fusao de
COMASP e SANESP para
formar a nova Companhia
SABESP.

Prezados Senhores:

Comunicamos a Vossa Senhorias que o Governo do Estado de Sao Paulo, por

meio da Lei n9 119, de 29 de junho de 1973, autorizou a constituigao de uma

Sociedade por agoes, sob a denominagao de Companhia de Saneamento Basi-

co do Estado de Sao Paulo - SABESP , vinculada a Secretaria dos Servigos

e Obras Publicas.

A nova Sociedade tera o objetivo de planejar, executar e operar os servigos

de saneamento basico em todo o territorio do Estado de Sao Paulo, respeita

da a autonomia dos municipios, e resultara da fusao da Companhia Metropo

litana de Agua de Sao Paulo - COMASP com a Companhia Metropolitana de

Saneamento de Sao Paulo - SANESP.

Todos os contratos firmados pela SANESP e atualmente em vigor, inclusive

o que se refere ao emprestimo concedido pelo BIRD ( Loan 758-BR ) serao

respeitados e cumpridos pela SABESP. ate ' j ~

D ate Ack'd.-i(VD- X

nre d t 0 - - - - - - -

= segue e

rua costa carvalho, 300 - cep 05429 - end. teleg.: C I A S A N E S P E - pinheiros - tel. 286-8132 - sao Paul
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COMPANHIA METROPOUTANA DE SANEAMENTO DE SAO MULO
SANESP

PRE-461/1481/ 73-SANESP-C =2=

Neste momento estao sendo realizadas todas as providencias necessarias a

efetivagao do que determina a Lei citada, n9 119, de 29 de junho de 1973 .

Voltaremos a presenga de V.Sas. tao logo se concretize a fusao de empre-

sas, ou quando, em virtude da transagao objeto do contrato assinado com o

BIRD, qualquer ato venha a aconselhar essa comunicagao.

Permanecendo a disposigao de V.Sas. para outros esclarecimentos porven

tura necessarios.

A ciosa ente,

raz J *ano
ir o /President

CJS/ BJ/ dm
anexo: Lei n9119 de 29 /6 /73

rua costa carvalho, 300 - cep 05429 - end. teleg.: C I A S A N E S P E pinheiros - tel. 286-8132 - sao paulo



GABINETE DA SUERiNTENDNCIA
R. RIACHUELO, 115 5' ANDAR, S.P.

GS n9

Sao Paulo, 23 de julho de 1 973.

Ilmo.
J. KAL I tN

Intern: Bank for Reconstruction and
Devell
1818 H1 N.W.
WASHIN 1  20433
USA.

Prezado dor:-

Participamos a V.Sa. que o Governo do Es-
tado de i iulo promulgou em 30 de junho de 1973 a Lei n.

119, qi riza a constituigio da SABESP - Companhia dc Sa-
neament co do Estado de Sao Paulo.

Essa Companhia resultarg da fusio da Coin-
panhia -r,,-litana de Agua de Sao Paulo - COMASP, Companhia

LYo de Saneamento de s'io Paulo - SANF.SP r

rencia Lt alidade dos bens da SAEC e do parte dos do Fonei-
to Es' le Saneamento Bgsico-FESB, alm da incorporagao o
parte d a im6nio da Companhia de Saneaamento da Baixada Scn

tista-{ a Companhia Regional de Agua e Esgotos do Vale do

Ribeira B"ALE.

Participamos tamb~m que foi constituido,-

atraves ," creto n 9 1 906, de 10/7/73, Grupo do Trabalho com

o objet i .h estudar, propor e executar medidas nocessarias m

atendim' disposto na Lei acima citada.

Aproveitamos pois a oportunidade para en-

viar c6 ,' referidos documentos, para conhecimento do V.Si.

No aguardo do pronunciamento do V.Sa.,subs

crevemo

Atencio anente,

'"'-"'FJLIIO

Eng9 JG O MOluIRA GARCEZ'FJLHO

S erintendonte

LALP/mlc



COMPANHIA METROPOUTANA DE SANEAMENTO DE SA PMULO
SANESP

PRE-0445/1446/73 - SANESP- C

July 19, 1973

Mr. Robert F. Skillings
Acting Director
Country Programs Department
International Bank for Reconstruction

and Development
1818 H Street, N.W.,
Washington, D.C. 20433
U. S.A.

Re.: Sao Paulo Pollution Control Project
(Loan 758-BR)

Dear Mr. Skillings:

We acknowledge your letter with the enclosed copies dated July, 1973.

Please find enclosed the signed confirmation copy of the letter

confirming our agreement to the revised Schedules and postponement

of the Closing Date .

Your letter has been forwarded to dr. Meiches for the confirmation

signatures.

With best regards,

Y urs ve y ncerely

ra liano
ir t r Preside te

vhmd

rua costa carvalho, 300 - cep 05429 - end. teleg.: ' C I A S A N E S P E pinheiros - tel. 286-8132 - sao paulo
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COMPANHIA METROPOUTANA DE SANEAMENTO BE SA PMUL
SANESP

PRE - 430/0528/73 - SANESP - C

July 17, 1973

Date Rec'd. 

Mr. John Kalbermatten Date Ack'd.& Z

Chief, Water Supply Section
International Bank for Reconstruction M :: ed t
and Development

1818 H Street, N.W.
Washington , D.C. 20433
U.S.A.

Re.: Loan 758-BR

Dear Sir:

With reference to your letter dated July 12, 1973, we herewith forward two
copies of each contract specified below, regarding the construction of
interceptors of the Mogi das Cruzes - Suzano system:

Contract SANESP n 9 053/73, awarded with Construtora Passarelli S.A., for
the construction of Section MS - 1 of interceptors;

Contract SANESP n 9 054/73, awarded with Constran S.A. Construg ~es e
Comercio, for the construction of Section MS - 2 of interceptors;

Contract SANESP n9 055/73, awarded with Consursan Engenharia e Comercio
S.A., for the construction of Section MS - 3 of interceptors;

Contract SANESP n 9 056/ 73, awarded with Sociedade Construtora Heleno &
Fonseca S.A., for the construction of Section MS - 4 of interceptors;

Contract SANESP n 9 057/73, awarded with Etesco S.A. Comercio e Constru-
goes, for the construction of Section MS - 5 of interceptors.

Yours very incerely

Braz Juliano
Direto r President

enc.

rua costa carvalho, 300 - cep 05429 - end. teleg.: C I A S A N E S P E - pinheiros - tel. 286-8132 - sio paulo
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INTERNA1OtNAL DEVELOPMENT INTERNATIONAL BANK FCR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

f ,

OFFICE MEMORANDUM .
TO: Messrs. R. Costa (FNA, LCPPB) and DATE: July 1L, 1973

F. Rodriguez (EGR, LCPPB)
FROM: John M. Kalb en (Section Chief, LCPFB)

SUBJECT. BRAZIL - Loans 757-BR and 758-BR
Sao Paulo Water Supply and Pollution Control Project
Minas Gerais Water Supply Program
Supervision Mission - Terms of Reference

1. You should plan to arrive in Sao Paulo on July 29, 1973 and stay
about twelve days. The objective of your mission is to review progress in
the project execution and acquaint yourselves with the recent decision of
the Sao Paulo State Government to set up a single company responsible for
water supply and sewerage services in Sao Paulo State. After completing
your work in Sao Paulo, you should proceed to Rio de Janeiro where you will
spend about two days discussing with BNHis officials the Bank comments on
the Minas Gerais Water Supply Program.

2. In Sao Paulo you should, in particular

(i) Discuss with the State Secretary of Public Works the proposed
merger of the six existing companies (SAEC, SANESP, CG1MSP,
FESB, SBS and SANEVALE);

(ii) inquire about the findings of the cormmissions appointed by the
State Government to prepare the fusion of the companies;

(iii) review the financial situation of SAEC and SANESP as of March
31, 1973;

(iv) discuss with SAEC and SAITESP's mariagementstheir last progress
-- .~ the fir-+ ,'1072 .

(v) evaluate progress in SAEC's reorganization (management control,
billing and collection, implementation of the new reneral and
cost accounting systems, budgeting and inventory control, internal
auditcr, etc.), and

(vi) study the SAEC proposal of June 1973 for implementation of new
water tariffs.

3. You should review with both institutions (SAEC and SANESP) progress
of the works under construction, revise cost estimates of the projects and
update disbursement schedules. Procurement matters should also be discussed,
and tender documents and bid evaluation reports should be reviewed.

h. Mr. BUhler will join you in Sao Paulo on July 30 and will accompany
you for two days.

5. In Belo Horizonte, Mr. Costa iill discuss with the State Secretary
of Public Works and COAlG's officials, the selection of Consultants, and



Messrs. R. Costa and F. Rodriguez - 2 - July 14, 1973

terms of reference for the socioeconomic studr in Minas Gerais State
(refer to Schedule 2 of Issue Paper on LMinas Gerais 'ater Supply and
Sewerage Project), for imlementation of the new accounting system
designed by PAHO and for improvement of CO9AG's cperations.

6. In Rio de Janeiro, Mr. Costa will review with Mr. Duarte, State
Secretary for Minas Gerais, and with vr. Montero of BNH the Bank comments
on the Minas Gerais Water Supply Program. In your discussions, you should
also consider the possibility of the Bank financing the whole BNH/SFS trairing
program in Brazil. You will introduce Mr. Rodriguez to BNH's officials as
the Engineer responsible for procurement matters on the project.

7. On your return, you should prepare the usual Back-to-Office and/or
Full Report.

FRodrigue z/RCos ta: mc g

Cleared with and cc: Mr. anchuger (Program II, LAC)

cc: Messrs. Knox (LCPDR), Calika (LCPPB), Skillings (LC2DA), Rovani (5)(PBPDR),
van der Tak (VPS), Sheehan (LACPPB), BUhler (LEG), Heine (CTR),
Wiese (LC2DR), Bowron (PAB), Baum (PAS) (3), Mrs. Steiner (LCPPB),
Division Files, LAC Files.



Loan 758-BR July 12, 1973

Eng. Braz Juliano
Diretor Presidente
Companhia Metropolitana do

Saneamento de Sao Paulo, SANESP
Rua Costa Carvalho, 300 - Pinheiros
Sao Paulo, Brazil, S. A.

Re: Sao Paulo Pollution Control Project
Bid No. 9/13/73

Dear Eng. Juliano:

This will acknowledge your letter of July 7, 1973 with the enclosed
copies of your proposed contracts with Construtora Passarelli S. A.,
Constran S.A. - Construqoes e Comurcio, Consursan Engenharia e Comrcio
S. A., Sociedade Construtora Heleno & Fonseca S. A. and Etesco S.A. -
Comfrcio e Construcoes, for construction of sewage interceptors in Greater
Sao Paulo (Mogi das Cruzes - Susano System).

We have reviewed the documents you submitted and consequently have
no objection to your awards of the contracts to the construction firms
referred to above. We would appreciate your mailing two certified copies
of each contract to the Bank at your earliest convenience.

Sincerely,

John M. Kalbermatten
Chief, Water Supply Section

Public Utilities Projects Division
Latin America and the Caribbean Regional Office

cc: Messrs. Helne
Kanchuger
Kalbermatten
Sheehan

Division Files

CONTROL No. BR-3 and 43
FRodrigue:mcg /
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Mr# a Bret Julmo 2. July 11, 1973

NAtb mm.ou gmatilee

cc: Governo do Estado de Sao Paulo
a/c Secretaria dos Servicos

o Obras Publicas
R. Riachuelo, 115 - 30 andar
Sao Paulo, SP, Brazil

Dr. Jayme Alipio de Barros
Procurador Geral
Ministerio da Fazenda
90 Andar - Sala 914
Rio de Janeiro, GB, Brazil

Cleared with and cc: Messrs. Buhler, Lawyer
Helne, Controller's
Rodriguez, Projects
J.D. Elliott, Controller's

REdanchuger: jbv
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cc: Dr. Jayme Alipio de Barros cc: Mr. Braz Juliano
Procurador Geral Diretor-Presidente
Ministerio da Fazenda Gompanhia Metropolitana de
90 Andar - Sala 914 Saneamento de Sao Paulo, SANESP
Rio de Janeiro, GB, Brazil Rua Costa Carvalho, 300-Pinheiros

Sao Paulo, Brazil, S.A.
Cleared with and cc: Messrs. Buhler, Lawyer

Helne, Controller's
Rodriguez, Projects
J. D. Elliott, Controller's

RKa~chuger: jbv
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LOAN AG.EENT

I2ERATI 1L BXNK Foi RONSTRUI'ON
AND DETEboP4ENT

AND

0CcPAI. METOPOLITANA
DE S-14A2ENN2 DO 310 PAULO

DiT2ED JTTS 21, 1971
L:: :T4a1 758-BR

Schedule 3, "Amortiz-tion Jc:-edule" to the aforesaid Agreement
shall be replaced with the following new Schedule 3:

AlORITIZATION SCHEDULE

(Expressed in United States dollars)*

Ori;inal Lmount Revised
Date Pent Schedule 3 -Zcelled -,hodule 3

nMy 1, 1976 $ 165,000 $ 33,000 $ 132,000
November 1, 1976 170,000 34,000 136,000
Nay 1, 1977 175,000 35,000 10,000
November 1, 1977 165,000 37,000 175,000

Ma1 1, 1973 190,110 38,000 152,000
November 1, 1973 195,000 39,000 156,000
May 1, 1979 205,000 61,000 164,000
November 1, 1979 210,000 62,000 168,000
.ay 1, 1980 220,000 h4,ooo 176,000
November 1, 1980 225,000 65,000 180,000
May 1, 1981 235,110 67,000 188)000
"ovember 1, 1931 235,000 69,000 196,000

Nay 1, i982 250,000 50,000 200,000
UOvCmbCr 1, 192 2 0,000 52,oo 203,0o

,3 70,0 toX)1,

, 9", 2,5,3oo2

Novemaer 1, 300,000 60,000 2 0,00
Ma 1, 1935 350,000 o',000 26 ,COloT me L, 19i 1-500 6000 260,

, )1 395,0:0 6G,0 ooo
v 1, 1986 3C5,110 9,0u 27,0

, 1, 17 311,000 7, 2 8 oo
Nove mber 1, 1987 375,000 75,000 300,000
11: 1, 191' 305,000 77,000 306,000
ovemuer 1, 198 0-0,000 :0,000 320,000
>' 1, 1959 15, co0 83,000 332,000

:ovember 1, 1959 630,000 ,000 344,000
My 1, 1990 665,000 53,000 356,000

November 1, 1990 560,000 92,000 368,000
Nay 1, 1991 750,000 96,0oo 384,000
November 1, 1991 695,cOG 99,000 396,000
Nry 1, 1992 515,000 103,000 512,000

iNovember 1, 1992 535,oc * 107,010 758,000
cy 1, 1993 550,000 110,000 550,000

November 1, 1993 570,000 111, 000 56,000
y 1, 1995 59, Coo 119,000 676,000

November 1, 1994 615,000 123,ioO 692,000
:y 1, 125 635,002 127,000 SO,0ou

November 1, 1995 600,01 03 , 000 12,000
May 1, 1996 695,ooo 13C,000 6,000

$_ 15,Oflo00 $ 3.000,000 IS ? 12 OOc

o the xvn; on- n nortien of he Lo-n is r ayabl in a cnrnnncy
other thn in :lors (are Generl Condi tion:, .eion h~ ), the :.iYuresncndqr n e a s fo -u r s
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July 10, 1973

Irving Trust Company
One Wall Street
New York, New York 10015

Attention: International Division
Mr. Lance Cunha, Assistamt Secretary

Gentlemen:

With reference to your letter of July 2, 1973, regarding the

delay in payment of Max$ 13,517.00 under our Loan No. 758 BR, we have

noted on our records that the delay was not due to negligence of the

borrower.

We appreciate your notification in this matter.

Sincerely 8,

Walter C. P. tland
Chief, Accounting vision

Controller's Department

cc: Messrs. Rutland, Gray & Elliott
File: Statement Folder - 758 BR

Other Information - Brazil
LGrothe/od



COMPANHIA METROPOUTANA DE SANEAMENTO DE SA MULO
SANESP

PRE - 0395/1320/73 - SANESP - C

July 07, 1973

Mr. John Kalbermatten
Chief, Water Supply Section
Public Utilities Projects Division
Latin America and the Caribbean Regional Office
International Bank for Reconstruction and Development
1818 H Street, N.W.
Washington, D.C. 20433
U.S.A.

Re.: Mogi - Suzano Interceptors

Loan - 758 BR

Dear Sir:

Please find enclosed for your information, documentation

concerning the construction of the Mogi das Cruzes - Suzano Interceptors.

The bid was prepared in accordance with the Guidelines of

the International Bank for Reconstruction and Development.

ours ve cerely

Bra J liano
/ Dir t r Presid

,np

rua costa carvalho, 300 -cep 05429 -end. teleg.: 'C IA SA NES PE'' pinheiros -tel. 286-8132 -s~o paulo



CountryBRAZIL Loan # 758 Project
Credit #
Investment #

Title and Description

TOMADA DE PRECOS
'ol. 1.- Interceptores do sistema Nogi das Cruzes-
Suzano Relatorio da Comissao de Jugamento.
Vol. II.- Interceptores do Sistema das Cruzes

a -Suzano . Documentos de Licitacao.

Document : Peae B
Date July/3/73 PrprS y S A N S
Transmittal Letter From Document #
No.

Date No Letter-Copy .-
Card for Fiie



IRVING TRUST COMPANY
ONE WALL STREET

NEW YOR(,, N.Y. 10015
INTERNATIONAL DIVISION L CUNHA

Jul 2, 1973

Tet rn zal Bark for Reconstruction
and Development
1818 H. Street N.W.

Washington, D.C.

Attention: Mr. Gunter K. Wiese, Director

Latin American Country Program 11

Dear Sir:

On April 26, and again on May 14, we received telex instructions

from Uniao de Bancos Brasileiros S.A., Sao Paulo, Brazil, to pay,

on behalf of Companhia Metropolitana de Saneamento de Sao Paulo,

Mexican Pesos 13,517 in favor of the IBRD, through Banco de

Mexico S.A. Unfortunately, the payment order was internally

misrouted and therefore not paid until ay 17.

Please accept our apologies and do not hold either Uniao de

Bancos Brasileiros S.A. or Companhia Metropolitana de Saneamento

de Sao Paulo responsible.

Very truly ours,

cc: r. K. George Gabriel, Controller
International Bank for Reconstruction

and Development
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INTERNAT~IONAL.DEVELOPMENT INTERNATIONA BAN FR *INTERNATIONAL FINAhNCE.

ASSOCIATION RENSTRUCION AN DEVLOPEN CORPORATION

RIO DE JANEIRO CLA OF
SMERIE:-L

COUNTRY: BRAzi

TEXT:-
Cable No.:

RNMERNCiE I-GAN 758-BR STOP THASKSi YOR TEE ADVICE OVEPWMNT

AGREMENT CANCELi THREE MILLION DOLLARS SOP WE ARE PREIPARIG LETTER

TO BORROWER ADV~IIN BANK IS AGREEMENsT TO CANCKUATmIO AND WILL SEND

YOU COPY STOP BELIEVE SECTION 6.ol OF LANE AGMWTg GEmNA CeONeIN

NOT TO BE TRiANSMnITTIM

AUTHORIZED BY: CLEARANCE$ AND COPY DISTRIBUTIONi

NAME Robr .Si11ns ig Dieco Clae wit and cat Mr Bul aer , Lawyer
DEPT. ee Messrs. Rodriguez,

E La ria bbean Public Utilities

REFRENE (S GNATREO orINDIVIDUAL AUTHrOl ED To APPROVE

TREFEgr:jb For Use By Cormmunications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form). Checked for D|ispatcht
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Mr. SkillUrg
Mr. dis
Mr. Shsehn
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Fman No. 27

INTERNATIONAL DEVELOPMENT INTENTOA BANKG FO NENTOA IAC
ASSOCIATION REORCTO AN DEVELOgEN COPORATIN

OUTGOING WIRE

TO: BUZ JULTANO DAF W26917

SkO PAULO CLASS OF

COUNTR. BumSERVICE: F

TEXT: R@EPEME DID MS PTOSMO~=FR$"M R M=D CmNCeMm
Cable No.

PIPES STOP BARLmS NO OilBECTIO TO ROEED VERSION OF TMIssMl D|00M TSg

STOP PROICEiD WTE BIDDMING SO RGARDS

NOT TO BE TAMITTED

AUTHORIZED BY: .. .. CLEARNCES AND COPY DISTRIBUTION:

NAME Jgb M.KlbratCief Wt Suppjly See. cc: Messrs. Hene
Public Utilite Proects Di$ via Kanchuger

DEPT Lai miaadteCrbenRgiona Off. (galratten

SIGNATURE 744 eDivision Flesg
SIGXTRE -' 1-"av' ATHORIZ2ED To APPROQVE).
REFLRECE./FR jgueZ:ftcg or Use By Co~iations Saein

ONTROL No. BR- 36
RG IN A (Fie Copy)

(IMPORTANT: See Secretaries Guide for preparirq form) . Chocked for Dispatch:
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Loan 758-ER June 25, 1973

Eng. Bras Juliano
Diretor Presidente
Copanhia Netropolitana do

Saneamnto do Sao Paulo, SANISP
Rua Costa Carvalho, 300 - Pinheiros
Sao Paulo, Brasil, S. A.

Rot Sao Paulo Pollution Control Project
BJd No. CP 01/73

Dear Eng. Julianot

Thank you for your letter of May 31 1973 enmlosing two copies of your
contracts Nos. 040/73, 041/73, d2/73, 043/73, OW./73 and 045/73 with
Escritorio de Construgoes e Engenharia EZEL, Constran - Construqoes e
Cewdrcio, CCBE Rossi-Servix Engenharia S.A., Pauligta d4 Construees e
Caroio, Enbasa Engnharia e Conmrcio S.A. and Engqral-bgmnharia e Obras
S.A., reapectively, for construction of sewage Interceptors in Greater Sao
Paulo (ABC System).

We have no objection to the above-wsntioned contracts which will be
financed undtr Category II of schedule 1 of Loan 758-BR.

Sincerely,

Jon X. Kalbermatten
Chief, Water Supply Section

Public Utilities Projects Division
Latin America and the Caribbean Regional Office

cc: Messrs. Helne (with att.)
Kanchuger
Kalbermatten
Sheehan

Division Files

CONTROL No. BR-

FRodriguez:mcg



Frm No. 27
(3/0)

-INTE-RNATIONAL DEVELOPMENT INTERNATIONA4L BANK FOtR INTERNIOtlNAL FINANCE,
ASSOCIATION RECONSTRUCION AND DEVELOPMEN CORPORATON

OTGOING WIRE

TO: MNTR DWY12R NETTO DATE: JUNE 20, 1973
MENIFAZ
RIO DE JANlERO CLAS OF

SERVIC-ertX,

COUNTRY: BRAZIL

TEXT:

Cable No.: REFVE BANK LOAN 758-BR SAO PAULO PCLUI(N CONTRO PRJET N

MR. WIMISg TELMnAM TO YOU OF JUNE 7, 19$3 STOP PLEASE ADVISE US OUR

IEWS BOROEstSm RngQMT US$3.0 CELATIONEA~i SUWW LAMARDS

COUNiTRY PROGRAMS DEPART14NT

NtOT TO BE TRANSMTED

AUTHORIZED BY: CLEARANCES AND COPY -DISTRIBUTION:

cot Messrs. Buhaler, Lager
NAME Robert F, Skli~ngs Helney Contro32arls

Kalberatnt, aSetion amief,DEPT. Lai prc n a ulcUdlte
Radriguez,, Preountsm Offier,

(SIGNATREn OF INIVIDUAL. AUT ZED To APPROVE)
REFERENCEiFrOBIC4ru-afi m.,f

Ptv ORIGINAL (Fie Copy)
(IMPORTANT: See Secetaaries -uieforpreparing form-) Checked f istch
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ASSOCIATION RMNTRCIN EVELOPMENT CORPORATION

RIO D JNIOSRIE

CONTRY.BAI

EXT:e
Cable No;

RIWMCZ ANK OAN758-R so P~w Puuno CWL PRJWTST;

J ~ *ORMSPUDETIA WX SFOSE NHSLr ou i

MAY 7 173 L'tDG"GATIN OFUS4-0 ILLW OFUMNAS RSUL EMTIO

AUOECT OY: pyMAE FOIdN RCITOFBD ORWRIM HTW

IOM~~~~~~~~~~ THAN EVECTE STOPng yE AR PRAE OATFVRBYOgORWI

NOTTOBE IASMITE

omintANTC and cc:em Mesers Ski,.pngs, Divisionpipa
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Form No. 27

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION R-CONSTRUCTIONANDDEVELOPMENT CORPORATION

OUTGOING WIRE

TO: D. JOSE MIaHES DATE: 1um 7, 1973
SECRETARM DOS SERVICOS
E OBRAS PUBLICAS CLASS OF
DO ESTADO DE SAO PAULO SERVICE: LT
SAO PAULO

COUNTRY: BRAZIL

TEXT:
Cable No.:

FOLLIrilM CABuLE SENT To MGisTERi OF FINANCE T!HIS DATE

QUOTE REERENCE BAN LOAN 758-B SAO PAULO POLLUTION CONTROL PROJECT

STOP BORROWER'S PRESIDENT BRAZ JULIANO HAS RBQUESTED1 IN HIS LETTE To

US OF MAY 17 1973 IRD GANCELIATION OF US$3.0 MILLION OF IOAN AS

RESULT REDUCTION PROJECT COST ESTInATwS FOLIOWI RECEIPT OF BIDS FOR

MAJOR ITEM THAT WERE LOWER THAN EXPECTEDmf STOP WE ARE PpjipA. M T ACT

FAVORABLY ON BOR10ROMS EQUMESlT BUT EFORE 'PAKI ACTION WE WOULD

LIKE INDICATION FROM YOU THAT GOVEiRNMENT AS LOAN GUAliANTR IS IN

AGRE0WRIT STOP COPIES THIS GABLE SENT TO PRESIENT SANESP AND SAO PAUIo

SECRETARY PUBLIC WORKS UNQUOTE

REGARDS

NOT TO BE TMNSMiME

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Rober F. Skili ,s Divisiont Chaief, IACII

DEPT. LT21AEIA& B&

(SIGNATURE OF' INDI DUAL, A AppRaZE VE
REFERENCE: RK ugm Fs By Cmmon Secio

ORIGINAL (File Copy

(IMPORTANT: See Secretaries Guide for preparing form) Chocked for Dispatch:
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7
Form No. 2

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION ANiD DEVELOPMENT CORtPORATION

OUTGOING WIRE

To: DR. BRAZ JULIANO DATEa June $1973
DIRETOR PRESIDNT
SARESP,1 SAO PAULO CLASS OF

COUNTRY: BRAZIL

. TEXT:
Cable No.:

FOLLOWIG CABLE SENlT TO MINIS'ER OF FIE THIS DATE

QUOTE PLFRENCE BANK IOAN 758-BR SAO PAULO POLLTIO3N CONTROL ROJECT STOP

BDPJWERISa RESIDET BM JULANO HA REQESTED IN HIS LETTER TO US OF

MAY 17 1973 IMii CNCELATION OF US$3.o MTLLIONor LO AN AS RESULT

REDUCTION PROJECT COST ESTIK&TES FOLLOWfIG RECEIPT OF BIDS FOR MAJOR

ITilMS TH&T WERE LOWER THAN EPECTED0 STOP WE ARE PREAAMW TO ACT

FAVRABLY ON BORROWER'S REQUEST BUT BEORE OPKY ACTION WE WOULD LIK

INDICATION FROM YOU THAT GOVERNMENT AS IOAN GUARANTOR IS IN AGEMEiNlmT STOP

COPIES THIS CABLE SENT TO PRESIDENT SANESP AND SAO PAULO SWRETARy PUBLIC

WORES UNQUOTE

REGA.RDSL

INTBiAFRAD

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Robert F. S"i Egsp Division Chie, LACII

DEPT. LA

SIGNATURE
(SIGNA tEP INDIVI L AUTHORIZ TO APPROVE)

REFERENCE: _e__i_

ORIGINAL (File Copy
0MPORTANT: See See taries Gude for preparing form Chocked for Dispath
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INTElNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: ir. Gunter K. Wiese (through Mr. Skili]#) DATE: June 7, 1973

FROM: Cobart Kanchuger

SUBJECT: BThAZIL - Loan 758-B, Sao Paulo
Pollution Control Project

1. We have been requested by the Borrower (Companhia Metropolitana
de Saneamento de Sao Paulo) to cancel US$3.0 million of the US$l5.0 million
contained in the subject loan. (See attached Bank memorandum of May 23, 1973
by Mr. Rodriguez, which includes the Borrower's letter of request of

May 17, 1973). The Rodriguez memorandum indicates that the project cost
estimates have been reduced as a result of the Borrower's having received
bids on sewer interceptors which were below the original estimates. The
original estimates were conservatively made and we believe US$12.0 million
of loan funds will be sufficient to meet project needs.

2. Although under the terms of the General Conditions of the Loan
Agreement, the Borrower may cancel unwithdrawn loan amounts by notice to
the Bank, we believe we should notify the Government in its capacity as
Guarantor of the Borrower's request, before formally replying to the
Borrower on this matter. We have therefore attached for your signature,
a cable to the Minister of Finance, advising him of the Borrower's request
and the action we propose taking.

3. After receiving the Minister of Finance's reply, we will prepare
a letter for your signature to be sent to the Borrower and include in it
appropriate amendments to the Loan Agreement Schedules.

4. You may have noted that paragraph 4 of Mr. Rodriguez's memorandum
discusses the possibility of a second Bank loan for water pollution control
in Sao Paulo. As noted in Mr. Skillings' memorandum to you of May 24, the
IDB is now considering further lending for expansion of water and sewerage
facilities in the Greater Sao Paulo area. In view of IDB's work in this
area, we do not believe there is any case for the Bank to consider a second
loan for water pollution control in Sao Paulo.

Cleared with and cc: Messrs. Buhler
Kalbermatten
Helne

Attachments



FORM 75 TERNATfONAL BANK FOR(2R N.60 5 RECONTRUCTION AND DEVELOPMENT

INTERNATIONAL FINANCE INTERNATIONAL DEVELOPMENT
CORPORATION ASSOCIATION

Date
ROUTING SLIP June 5, 1973

NAME ROOM NO.

Mr. R.R. Buhler A825

Mr. J.D. Elliott H734

Mr. A.A. Helne H433

Mr. J.M. Kalbermatten C913

To Handle Note and File
Appropriate Disposition Note and Return
Approval Prepare Reply

X Comment Per Our Conversation
Full Report Recommendation

Information Signature
ni tial Send On

RE KS Sao Paulo Pollution
Control Project-Loan 758-BR

I have attached for your review and clear-
ance a draft memorandum to Mr. Wiese concer-
ning modifications we are proposing to the sut -
*ct loan. I have made some alterations to

Uedocuments prepared by Mr. Rodriguez, based
on the discussions I have had with some of
you.

From
R. Kanchuger



DRAFT
RKANCHUGER:rr
June 5, 1973

To: Mr. Gunter K. Wiese (through Mr. Skillings)

From: Robert Kanchuger

Subject: BRAZIL - Loan 758-BR, Sao Paulo Pollution Control Project

1. In accordance with the attached incrandum of May 23, 1973 of Mr. Rod-

riguez dealing with the progress of the subject project, we have attached for your

signature a letter to the President of the Porrower, advising him of the Bank's

agreement to cancel US$3.0 million of the subject loan and also forwarding to

him for his confirmation, documents amending Schedules 1, 2 and 3of the Loan

Agreement. These documents also require your signature.

2. Your previous letter of March 30, 1973 amending Schedules 1 and 2 to

the Loan Agreement were not confirned by the Borrower's President because he did

not believe that the Borrower, as an independent entity, should cosign documents

with the State Secretary of Public Works (see paragraph 5 of the Rodriguez memo-

randum). We accept the Borrower's recommendation and have prepared documents

which only provide for your signature and that of the Borrower. We believe this

to be legally sufficient.

3. We should like to call to your attention paragraph 1 of Mr. Rodriguez's

memo which indicates that the dounvrard revision of project cost estimates are a

result of the Borrower having received bids on the sewer interceptors which were

below the original estimates. Tne original estimates were conservatively made

and we believe the US$12.0 million of loan funds will be sufficient to meet the

project needs.



-2-.

4. If you agree to the attached proposed letter, the following notice

can be placed in the next semi-monthly report to the Executive Directors:

"US$1 ilo Loan of June 21, 1971 to Companhia Metropolitana de

Saneau at. de Sao Paulo (Ln. 758): The Bank has agreed to the

Borrower's request to cancel US$3.0 million of the loan effective

May 17, 1973 as a result of a revision in project cost estimates

(R73-61)."

To be cleared with and cc: Messrs. Kalbermatten
Buhler
Helne
J. D. Elliott



DRAFT
RKANCHUGER:mnr
June 5, 1973

Mr. Braz Juliano
Dire tor-Presidente
Conpanhia Metropolitana de
Saneamento de 3ao Paulo, SANE2P
Rua Costa Carvalho, 300-Pinheiros
Sao Paulo, Brazil, S. A.

Re: Sao Paulc Pollution Control Project - Loan 758-D.

Dear Mr. Juliano:

In accordance with your request of May 17, 1973 to reduce the amount

of the subject loan specified in Section 2.01 of the Loan Agreement from US$15.0

million to US$12.0 million, we wish to advise you that such reduction will be

made retroactive to May 17, 1973 in accordance with the provisions of Section

6.01 of the General Conditions of said Loan Agreement, upon our receipt of a

signed confirmation copy of this letter.

Pursuant to your discussions with representatives of the Bank, we

are also enclosing two copies of a revised table of expenditures to replace

the one appearing in paragraph 1 of Schedule 1 (Withdrawal of the Proceeds of

the Loan) to the subject loan and two copies each of revised Schedules 2

(Description of the Project) and 3 (Amortization Schedule) which will replace

the present Schedules 2 and 3 to the subject loan. Please confirm your agree-

ment with the amended Schedules by signing one copy of each and returning them

to us.

Very truly yours,

Gunter K. 1i 3e, Director
Country Prgam ePar:tmenit
Latin imcrica and Caribbean

RZgionai Office
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CONFIRUED:

COMPAIHIA METROPOLITAWA DE SAN&A,11lT
DE SAO PAUIJ, SANESP Date

By
Braz Juliano

Diretor PresidenWc

Authorized Representatives Date

cc: Governo do Estado de Sao Paulo Ministerio da Fazenda
a/c Secretaria dos Servicos Av. Presidente Antonio Carlos, 375

e Obras Publicas Rio de Janeiro, Brazil
R. Riachuxlo, 115 - 30 andar

To be cleared with and cc: Messrs. Buhler
Helne
Kalbermatten
J. D. Elliott



LOAN AG&E=:T

BETLWEE'i

INTPIATICNAL ?A:N: FO? P:cONiSTRUCTION
AN4D D37JL2?0N:-T

AND

CCMpAjYHTA IETRoP(.,T:'
DE *AMB:TO DE SAO PAULO

DATED JU:2 21, 1-71
LOAN iULEiR 75-:1

The fo'lowirg table of expenditures replaces that appearing in

paragraph 1 of Schedule 1 to the afcresaid L.-rement:

Amount of the
Loan Alloca:ed

rssd in t of E7,penditures
C a te g-or-y Dollar ufivaler) to te 5-n nced

I. lrportad macner:2, 3,5COO00O 1CO of foreign

naterials and ecvipment ex-e ndi ture s

II. Civil -orks nd locally 1h% of total expenditurzu,

produced or prccured representing thc esti_-ated

rnachinery, raterials nd foreign e.-penditures

equipuont 6,700,0CC co:ponrent

III. Cnsultants t services arid 1CCM of foreign

training 800,000 expendi ture s

IV. Unallocated 1,000,000

TOTAL 12,0C0, 0o

2NTEPLR2TMT? AL BANK FOR
RECO.:sTiU~cTI0U AS D DEVELPiETT

By_
Gunter K. Wiese
Countr Prograns Departnent
Latin America and Cari'bbean

Regional Office

C0NFIP'ED:
Date

COPAT H1A P3TROPLITA A DE SANEA!=NTO DE
SAO PAULO, SA-SP

Authorized Representative-
,*t. .



LOAU AGE 3:ZT

INTERmAT:o:;AL EAi PR CC:TUCTN
AND DEVELCMEUT

ANID

DE SACZ'Z ;TO DE SAQ PAULO

DATED JUXIE 21, 1 71
LOAN NI23ER ?!S-ER

Schedule 2, "Description of Project" to the aforesaid AgreeIent
shall be replaced ;ith the ollc;ing new Scaiue 2:

The project consists of the follwing parts:

A. The cons trc tion of 2' kam of concr-ta per:.anent gravi ty
intercepc'rz along tho D~z osenU and u-zper
Rivers w;iIth trunk colloctor ri'; crossins; 22 kTn of
s-a r terccZtrs aLn< the >;:r ' d 2iver, the
pper and south bank of Tiete 17dvr: a . m/Sec pri~.ary

treath nt plant at. San C a rano; a . c Eec ndary
treatz-nt clant at lcwi-Suaanc; related 1'- 1-ft p"p
statirs for the 4reataent rlanto; and - oveaonts of the

-existing Laccoldfia ani Pziheirs sowag tret.ent plants.

B. The szcpLy of machirhery, equip::ont and ratcriaIs for the
faciliAies reicrred to in parnaraph A.

C. The purchase of service equipaernt.

D. The services of consut.ants and the training of staff.

The project is expected to be completed by Decenber 31, '975.

TINTERATIOUAL BANY FCR
RECoI STEUCTIC; LID DEVELOP=NT

By _.
Gunter H. Wiese
Country Progroas Departnent
Latin 1-Arica and Caribbean

Regional Office
CONFIRLED:

CaMPANIA 2ETROPOTTA:A DE S0EiDNO DE Date
SAO PAULO. SA:2SP

By__
Braz Juian.

Authorized "Iepresentatives

D~ate



COMPINHIA METROPOLITANA NE SANEAMENTO DE SAO PAULO
SA!ESP PRE-0253/ 1027/ 73-SANESP-C

May 31, 1973

Mr. John Kalbermatten
Chief, Water Supply Section
International Bank for Reconstruction
and Development
1818 H Street, N.W.
Washington, D.C. 20433
U.S. A.

Re.: International Competitive Bidding
n9 CP 01/73
Contracts

Dear Sir

We have pleasure to inform you that in accordance with the terms of your
cable, contracts were awarded between SANESP and successful bidders
of the International Competitive Bidding n9 CP - 0 1/73, for the construction
of sewage interceptors of the ABC system, as follows:

Contract SANESP n9 040/73, for the construction of Section T 1 of
interceptors, awarded with Escritorio de Construgao e Engenharia ECEL
S.A.;

Contract SANESP n9 041/73, for the construction of Section T 2 of interceptors
awarded with CONSTRAN S.A. - Construgoes e Comercio;

Contract SANESP n9 042/73, for the construction of Section T 3, CCBE-
ROSSI SERVIX Engenharia S. A.;

Contract SANESP n9 043/73 for the construction of Section M 1, S.A.
PAULISTA DE CONSTRU(OES E COMERCIO, I,

Contract SANESP n9 044/73 for the construction of Section M 2, ENBASA
Engenharia e Obras S.A.

Contract SANESP n9 045/73 for the construction of Section M 3, ENGERAL,
Engenharia e Obras S.A.

We herewith forward two copies of each contract.

Yours faitjiully

Br z Juliano

Enc. Di e or Presid nte

5 96-8132 -286St655
avenida ange ca n.o 2223 - 8.o a 17.0 andares - tel. 256-4422 (pabx) - caixa postal 30546 - sao paulo
mod. 1001-A
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COMPANHIA Mt RPUTANA DE SANEAMENT DE SA AULO
SANESP

ECF - 179/1031/73 - SANESP-C

May 30, 1973

Mr. John Kalbermatten
Chief, Water Supply Section

International Bank for Reconstruction and Development

1818 H Street, N.W.
Washington, D.C. 20433
U.S.A.

Re.: Sao Paulo Water Pollution Control

Project - Loan 758-BR

Reporting Requirements

Dear Sir:

With reference to Sections 3.05 and 5.02 of the Loan Agreement

758 - BR, we forward enclosed herewith periodic information and

reports required for the Project related to the 4th cuarter, 1972,

and to the 1st Quarter, 1973, with respective balance sheets.

Yours very sincerely

Ignacio Dale Coutinho
Diretor

rua costa carvalho, 300 - cep 05429 - end, teleg.: C I A S A N E S P E - pinheiros - sao paulo

Mod. 1.001





COMPANHIA METROPOLITANA NE SANEAMENTO NE SAD PAULO
SASP

PRE-252/1026/73 - SANESP - C

May 30, 1973

Mr. John Kalbermatten
Chief, Water Supply Section
International Bank for
Reconstruction and Development --

1818 H Street, N.W. 3
Washington, D.C.20433
U.S.A.

Re.: Sao Paulo Pollution Control Project
Bid N9 CP - 02/73

Dear Sir:

In reply to your letter dated May 18, 1973, we forward herewith copy of the

invitation to bid N9 CP 02/73, with changes proposed, as follows:

a) Item 2 (page 3), SANESP's quotation in Section 2 - "Objeto" has been

deleted;

b) Paragraph 5.2 (pages 6 and 7), the rate of exchange to be used will be

those in effect at time of contract award

c) Item 10.7 (page 33) it is specified that the tests will be witnessed and

approved by SANESP's representative;

d) In the instruction sheet (page 38), item 4, it is required presentation

of table providing the prices FOB, CIF and of local transportation.

Yours very incerely

Braz Juliano
Dire4or Preside te ,

enc. :copy of the invitation to bid N9 CP-'02/ 73

I /C fSTCRVA0

28 8132 - 286-8653

avenida angdlica n.o 2223 - 8.0 a 17.o andares - tel. 256-4422 (pabx) - caixa postal 30546 - sio paulo
- d. - 1A



INERNATIONAL DEVEOPMER
ASSOCIATION RECENSAT L AND DINANCE

OUTGOING WIRE

TO: AZJULIAN DATE MAY 24, 1973
CASA WESPA LQAN 758-BR

CLASS OF
SERVICE:

COUNTRY: BRAZIL

TX:RHECAB MAYTWENTY TWO CONCERNING EVALUATION OF BIDS ZMR OnE SEVENTY ERmECbl No..
FOR ONSTRUCTION OF ABC INTERCEPTORS STOP BANK HAS NO OBJECTION TO YOUR

AWASOFCTRACTS T ONE TO ETEL CQM T TO CONSTRAN COMMA T THREE ROSSI

COM M N E PAULISTA COMMA M TWO ENBASA AND M THREE ENGER&LT STOP PROCEED

TO EXEC N OF CONTRACTS STOP REGARDING BIDING PROCEDUES FOR MOGI SUZANO
WORKS OMA WE WILL WRITE YOU SOON STOP REGARDS

KALBERMATTgI
INTRAFRLD

NOT TO U 111111111I1I

AUTHORfZD BY:
AUT1ORIZD BY WARNCESAND COPY DISTRIBUTION:

NAME Joln M, Kalbemat c
jhe, Water Supply Section Kne (LCDA

DEPT. Latin Amerio. the Caribbean Regionali 0K bern (
SIGNATU Sheehan (WPPB)

(SIGNATURE OF IND AL AUTH]RIZED To0 ApRV iiio ieREFEREN 

SectinCONTROL No. BR- -26, R-3-29 oauinssen

ORIGINAL (File Copy)
(IMPORTANT: See Seavtries Guide for prp-Ing form) Chockd for Dkp.c
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OFFICE MEMORANDUM
TO: Mr. John M. Kalbermatten, Chief Water Supply DATE: May 23, 1973

Section (LCPBH /
FROM: Fr-itz 3odrigz ICR,(L0Ff:)

SUBJECT: EAZIT - -

Sao Paulo Pollution Control Project
_______Pr~o'rcs in Prosoe'- 2-cuti-

1. Ti ~memorandum is iniended to sunmariz the discussions I had
in 'tashin-to- from May 1L to 17 with officils of the Cozpanhia i':etropolitana
de Saneanento de Sao _Paulo (SAUZSP) on the above subject. Following the
results of t first bidding for construction of sewage interceptors in Greater
Sac Paulo (AKC sxsoem), S SP has rev ned the es tinated costs of its constrc-
tion pr. rn and onsequen tly is req::oting cincelation of U&73.G million
in the Ora U13.C-n:lion lKan. . :raz Juliano and Alcindo Canano,
0: 8th22P, alt: can: to 'a;hi.gao to snit their evaluation reoort on tle
ab C-.entiontd tender, and to dicuss LId documents for rerforced concrete

2. As y'ou are eware of. the rojcL dfin-n The -araisal report
was aban-cted and the >ank approvmd a n-w construction prc-ram su_=mi _ted bV

ANESP i a jeacr 0 maru 23, 1973. the tank lean neuld hav- f*nanced
US15.o ji r Uf the Lopraal rjCt costs, or tne estinated foreign
excha-ye cc:p-cnent of th-' projcT. thr the rew progrL of wrks, it was
decided tan; The wf: till contInue to inanc 1 per cent of project costs,
as set forth i the rhan Agreemrnt. As I Tond out an ce
and iull -eprrt of March 12, 197 3, the new cc o-truction ;rojra. -s smaller
and ccnsoently the FanI fi'nnci4 will be less than U S million, unless
addi ti onal Lwrks c-n te identified.

3. On the basis of unit pricces provided by SA'SP 1 prepared an
estimated cost of the new wor,:s and found that the Iank financFng would have
amounted to U-3. million. Cost estirrates were eatressed at September
1971 rico levels and physical contingencies racgad from 1c for equipment
to 20c for civil works. These estimates also included finninnun of the
study of a lung-term pollution control program for the Sao Paulo metropo-
litan area, and of some short-term alternatives, such as river aeration.
We were also willing to fInance 1 of the cost of additional works to be
identified after preparation of the long-term program would have been
completed, in order to permit full withdrawal of the original loan amount
by SANESP. A te:ntative financing plan, established with figures of this
investnent program, indicated that the internal cash generation forecast by
SAWESP for the 1972-75 period was to increase by 45L.

4. Final design of the project is now co-mleted. SANESP has revised
the cost estimates and found that they would amount to Cr$3S2.2 million or
U.$63.7 million, UiS$14.C million less than the oriinal estimates. In view
of financial constraints and esnecially because the officials of SAtUESP do
not like the loan conditions (we only finance 1) of expenditures for all
local procurement and civil works contracts), Mr. Juliano apneared unwilling

0g



Kr. John M. Kalbermatcen - 2 - Yay 23, 1973

to accept that the Bank finances additinonl works under the present loan condi-
tions. He suggested that sA::SP at once undertake the study of a master plan
for water pollution control in Greater Sao Paulo. which would be submitted tc
the Bank for a second loan. Mr. Juiano made it clear that he wants to cancel
any amounts in the loan, which are not now allocated to the revised program.

5. The Bank financing is now expected to amount to USY12.O mILion.
I recomr.end that the Ban approve the cancellation of U& 3.0 million requested
by SLESP. For this purpose a draft letter has been prepared and is annexed
to this memo. Schedule 1 of the Loan A-reeen: (oithdrawal of the Proceeds
of the Loan) has been revised to reflect ohio cancellation and SAESP should
give its formal agreement to the revised schedule. Schedule 2 (Descri-tion
of the Project),which was forward-d per our letter of Y'rch 30, 1>73 to 2:1P
for ms apprcval, has been accep d. ore-.r, Yr. Juliano objectcd to the ;ay
it was presented to him. K= exelairned that he could not co-sign a document
with Mr. 1eiches, State Secretary Of Public Yarks, since StfEZP is an independent
entity from the State Government. Lhssrs. K<icnes and dulia'o will be asked
to approve Schedule 2 on two separat e docuj.onts.

6. ir. Juliano also 6ubitted the SCLP evaluationreport on
bidding No. CP 1/72 for cons oruction aS sEwag iterceptors in Greater
Sao Paulo (ABC system). I-revious to his visit to Lasnton, the Bank
received a cble fron ET1SQ7, a conmanl T-ricipatn the bidding,
charging that improper irocedures nod been used by FA-"SP for the qualifica-
tion of bidders. I carefully reviewed the reaort nd concluded that SAIESP
had rejected the ETESC_'s bid or a good ground. Eigtpen Brazilian and one
German construction firmrs have particirated in the bidding for six separate
contracts. :f tcr evaluating the bids received, I found that it was possible
to combine the awards for a total contract amount of Cr&2,,6;,5LQ. SiSP
would prefer to make a different comoinatian of contractors, which would
result in a total contract price of CrSS1,&i1,719 or i.L higher than the
first combination mentioned. I informed Mr. juliano that the Bank will have
no objection to his proposal.

7. I also reviewed bid documents for the supply of reinforced concrete
pipes and suggested that SAIESP make some changes in the specifications (see
attached copy of letter of May 18, 1973 to SAINESP).

Attachments

cc: Messrs. BUhler (LEG)
Costa (LCPPB)
Halne (CTR)
Kanchuger LC2DA)
Sheehan (LCPPB)

Division Files

FRodriguez:mcg
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Loan 758-BR May 23, 1973

Companhia Metropolitana de
Saneamento de Sao Paulo, SAEISP

Rua Costa Carvalho, 300-Pinheiros
Sao Paulo, Brazil, S. A.

Re: Sao Paulo Pollution Control Project

Gentlemen:

Pursuant to Section 6.01 of the !Thneral Conditions Apnlicable to Loan
and Guarantee Aren--ents of the Bank," referred to in Section 1.01 of the
Loan Agreement (Sao Paulo Pollution Control Project), dated' June 21, 1971,
be; wEel the Bank and SANhSP, the >ank aorees to your recquest for cancellaTion
of US$3.0 illion in the Loan amount.

Enclosed are two copies of a revised table of exoenditures to replace
the one apearing in prrarh 1 of Soh:due 1 (Uithdrawal of the Proceeds
of the Loan) to the subject loon, and two copies of a revised Schedule 2
(Description of the Project) which will replace the present Schedule 2 to
the subject loan.

Please confirm your agreer-ent to the foregoing by signing the enclosed
copy of this letter and one copy of the revised paragraph 1 of Schedule 1
and of the revised Schedule 2, and returning thet ;o us.

Very truly yours,

1NTERiATIOLAL BANK F\JR
RECONSTRUCTION AND DEVELOPMENT

Gunter K. Wiese, Director
Country Programs Department
Latin America and Caribbean

CONFIRMED: Regional Office

COMPANHIA METROPOLITAIA DE SANEAMENTO DE
SAO PAULO, SANESP

By _
Braz Juliano

Diretor Presidente

Diretor

Authorized Representatives

To be cleared with and cc: Messrs. BUhler, Helne, Kanchuger, Kalbermatten, Sheehan.



LOAi UG T I UN

AID DELPMT

AND

Cc:IMiZA ThTCPOT IT I
DE 'DE S. O PAULO

DATED JULE 21. 1971
LOAN LUZLED 7.%-LR

The folcwing table of exrenditures replaces that appearing in
paragraph 1 of Schedule 1 to the efcresaid agrco:ent:

Amount of the
Loan Aliccated

(i>. rcssed in i of Lxpenditurez
Category DollarLuivfle.) to be financed

I. imported irchinery, , 00 100s of foreicn
nateri Is and ecqnuaI'ont expend iures

II. Civil rks ao d roca 114" of total expenditures,
prodccd or procured, repreventing th estirated

machrincry, rxc. teriKalc and foreign erpenrditures
e uipmen1 6,7Y0, 0O co7CConn

III. Consultants' services and 1C0, of foreign
training 800,000 expenditures

IV. Unallocated 1,000,CC
TOTAL 12, uUC

INTEPJrATI01IAL BANK FOR
RECOMSTRUCTION ALD DETELOPMENT

By__ _ _ _ _ _ _
Gunter K. Wiese
Country Programs Department
Latin Arerica and Caribbean

Regional Office
CONFIFIED:

Date
COM4PANHIA KETROPOLITANA D SANEALENTO DE

SAO PAULO, SANESP

DraZ Jl

Oscar Felomeno Lotito
Dire tor

Authorized Representatives
Date



LOANT A : '-7:, T

AND DEZXLC?17NT

AND

COIPAITA urscp IT ANA
DE SANlA)-I -LE SAO PAULO

DATED JUNE 21, 1571
LOAN NU:R 75E-

Schedule 2, "Description of Project" to the aforesaid Agreement
shall be renlaced with the follcwing niew; Schdule 2:

The project consiste of the following parts:

A. The construction of 26 'M of concretE permanent gravity
interceptors alcng --he D 7:en.os and urper T4nrnduatei
Rivers with trunk collecsor river crosi:n7s; 22 km of
scwer nntcrcept&or: nlong Ihmleor Ta:nduactei River, the
upper and youth bank of Tiete Rivcr; a j.0 m3/sec primary
treat at plant at San 'Cactano; a 1 . m3/sec seconAary
treatment plant at ogi-luzano; relatod Cw 1iff puz
stati 's ior tht and iOrovcTents of the
existing Lcopoldiaa and Binheiros sewage treatment plants.

B. The spy of mach:nery, ecuipnat and natcrials for the
facilities referred to In parEcraph A.

C. The purchase of service equipment.

D. The services of conoultants and the training of staff.

The project is expected to be completed by December 31, 1975.

INTENATIGNAL BANK FOIR
RECONSTRUCTION AND DVELOPMIENT

By_
Gunter K. .viese
Country Programs Department
Latin Afivrica and Caribbean

Regional Office
CONFIRMED:

COMPAN1HIA IETROPOLITANA DE SANIAIENTO DE Date
SAO PAULO, SANESP

Braz Juliano
Lire tor Pre oidentec

Oscar Felomeno Lotito
Diretor

Authorized Repre,.entatives

Date
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Loan 753-BR May 23, 1973

Governo do Estado do Sao Paulo
a/c Secretaria dos Servigos e Cbras P1blicas
Rua Riachuclo, 115 30 andar
Sao Paulo, Brazil, S. A.

Re: Sao Paulo Pollution Control Project

Gentlemen:

Please refer to the Project Asrereent (Sao Paulo Water Supply and
Pollution Control Projects), dated June 21, 1371, between the State of
Sao Paulo and the Eank.

As *we OIn r2d yoUu in our letter of larch ;, 72,ie acreed with
offic'ials of n arP n r hich is to
some extent diferon; Irom the cne dccrihed in e Loan Aremen
referred to in the Project Agreement as the Pollution Control Loan Agree-
rent.

Enclosed are two conies of a rev'zed iceiul 2 (D-sc-retion of the
Project) 1"hich il roplaco th.e prsni. ichedule 2 o'f the Pollution Control
Loan A&reersent. Pleasce confirmn your agrccment to tWe chanres in the rroject
description by signing a copy of the re vised Schedule 2, and returning it to
us.

Very truly yoars,

ITTLACT71cAL BANK POR
RECOMSTRUCTIdN AND DEVELOPIENT

By_____ _________

Gunter K. Wiese, D'rectcr
Country Programs Department
Latin America and Caribbean

Regional Office

To be cleared with and cc: Messrs. Buler, Helne, Kanchuer,Kalbermatten,
Sheehan



LOAN AG '7 = -7

TNTERNA TIONAL EA':C ~GR CCNSTRUCTI07
AND D7JBLQKZ T

AN'D

COTpAT-HIA >ZTBO?0ITA:A
DE SAN IEL T DJ SA0 PAULO

EATED JUl.s 21, 1971
LOAN NU3L17 756-ER

Schedule 2, "Descriptvion of Project" to the aforesaid Agreerient

shall be replaced with the following new Schocdule 2:

The project consist of the following parts:

A. The construction of 26 km of concrete perm.nnent ravity
interceptor: along the Dos rKeniros and izper anaduaoei
RTverc w-t-tr-, collector r- Ccr
saner interceptors alot Thiamaua River. the

u fper and of Tie e ivcr; a n. -'/'zec prinary
taer.t -lat a n an Cztno; o 1 n.-/s-c condary
treatnt n at. N -zano; rcatd loa l t

statfins :Or L e treatent pna a.nd irnprove>ents of the
eist-ing Lec-oodiria and cr e tr otit plarrts.

B. The su'py of -achinerY, eMna' and m rials for the

facilities referred to i: parnjrp .

C. The purchase of service equipment.

D. The services of consultants and the training of staff.

The project is epected to be completed by D.cemrber 31, 1975.

UITERNATIOUAL BANK FOR
RECONSTRUCTION AND DEVLOPMENT

Gunter K. Wiese
Country Programs Department
Latin America and Caribbean

COrFJ1EED: Regional Office

Governo do Estado de Sao Paulo

Ca.rlos Ant-onio Rocca
Secretario da Fazenda

Jos4 Meiches
Secretario dos Servigos e Obras

Authorized Pepresentatives

Date



SANESP

PRE - 223/0865/73 - S32 ?S - C May 17, 1973

Date Receive11S1
Date Acknowled.ed

A 'r~ncd 0 -L, " /A--',Ass.g e toZ -- - ---

1-1r. John M. Kalbcrmatten
Chief, Uater iurly Section
Public Usilities 4rojects Division
Latin America and the Cariboean Reoicnal Office ~
International hank for Recorntruction and Eevclonpnent
Washington, D.C. 2,0L33

Re: Sao haulo ?ollution Con.trul PIrcjects
Loin 75&-lC

Dear Sir:

We are in receip? of your letter daed -arch 33, 1703, -rroin -ou state
having no n bjctionr to the prject rc:or:ula ou put :orl:erd in our
ltte r o ( -1.. C./>/ CA- C- -a .

Based on this affirnative a r.e nlan wa drawn 1up for 1972-1375
whicr will he 2ornrced to cu.co nciona di Hab: nno - hi, Fomen to
Estidual de Sanamento Hirico - zir, :anO do t-O de Sao aulo -
BA;sA, and to the Socretaria de econa c Plurojamento, in accordance
with the followirg table:

Cr0 US:
APPLICATrIO':S Mill ion

Project Works 382.2 63.7 76.9

Other Works 110.8 18.5 22.3

Total Investments 493 82.2 99.2

Increase in Working Capital 3.6 0.6 0.8

Total Applications 496.6 82.8 100.0

avenada ang6lica n.o 2223 - 8.o a 17.o andares - tel. 256-4422 (pabx) - caix- postal 30546 - sio paulo
mod, Ica,



-2-

Cr' US$ %
SOURCSS iillio n

Internal Cash Generation 126.7 21.4 25.8

Less: Debt Service (hl.2) (6.9) _.3

Net Internal Cash Generation 07. 5 14.5 17.5

IBRD 69.0 11.5 13.9

FESB/ElH 100.1 16.8 20.3

Total Borrowings 1 b9. _2.3 _.2

State Fuis 239.6 10 ds

Total Sources LQ6.6 100.0

Projecti"ons made at 1972 Cruzeiro 'Values (1 US0 = Cr$ 6.co)

From the atove table you ,i41 notice tha: I':D would finance a maximum
amount of Ur312.0 mii>'on, and rno LS 13.0 million as originally
provided.

Under thpse conditdcsr, we requ,.t ancelTion of nf3. , ilioin
from the amount of Loan ho. 7 -II, which iilJ result in the following
changes to Schedule i.

Anount of th:
Loan Allocated
(Expressed in % of Expenditures

Category Dollar Eauivalent) to be Financed

Imported machinery 100% of foreign
materials and equipment 4, 700,000 expenditures

Civil works and locally 14% of total expen-
produced or procured ditures, representing
machinery, materials the estimated foreign
and equipment 5,400,000 expenditures component

Consultantst services and 100% of foreign
training 1,000,000 expenditures

Unallocated 900,000

TOTAL 12,000,000

Sinoerc ly,

Braz -Juliano
T. 330 - Diretor Presidente -

avenida angslica n.o 2223 8.o a 17.o andares - tel. 256-4422 (pab:) - caixa postal 30546 sEo paulo
mod. 1001



Fosm No. 26
(4-69)

NTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME R 0 U T I N G
OF CABLE:0 8

LOG NO.: ACTION (DPY:

TO: IN euATII

FROM: DE ) BYS

TET &m a1Mll w A w

-: a

vi-l - r- a in. mv uI me"o 60
ow -=W -tm amas uvmsa"

- - --- R INFORMATION REGARDING INCCMING CABLES, PLEASE CALL 'THE C3W NICATICNS SECHON, EXT. 2021

DULCATE
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Loan Th8-BR M8y 21, 1973

ETESCO S. A.
Comercio e Construcoes
Praqa Oswaldo Crus 138-100 andar
Sao Paulo, Brazil, S. A.

Ret Bao Paulo Pollution Control Project
Bid No. 01173

Gentlemens

Thank you for your cable of Mhy 13, 1973 giving your comments on the
evaluation of bids for the construction of sewage interceptors in Greater
Sao Paulo (ABC system). You have *harged in this cable that improper
procedures had been used by SANP for the qualification of bidders,
particularly in the evaluation of your proposal.

We are currently revieweing the SAN I'D evaluation report on this
bidding, and you may iest assured that your commnts will be considered
in our review.

Very truly yours,

John M. Kalbermatten
Chief, Water Supply Section

Public Utilities Projects Division
FRodriguez:mcg Latin Amia and the Caribbean Regional Office

cc: Messrs. Helne (CTR)
B hler (LEG)
Kanchuger (LC2DA)
Kalbermatten (LCPPB)
Sheehan (LCPPB)

CONTROL No. BR-3-23



Loan 758-BR May 18, 1973

Eng. Bras Juliano
Diretor Presidents
Companhisa Metropolitana de

Sansamento de Sao Paulo, uaNZw
Rua Cost. Carvalho, 300 - Pinheiros
Sao Paulo, Brasil, S. A.

Re: Sao Paulo Pollution Control Project
Bid No. CP 02173

Dear ftg. Julian*:

During your recent visit to Washington, we had the opportunity to
discuss the bid documents CP 02/73 for the supply of reinforced concrete
pipes. We have proposed that you make some changes in the specifications,
and with this letter we would like to confirm the results of our discus-
sions.

a) We agreed that it would be improper to give an estimated cost of
the pipes in the documnts, and consequently the SANESPto quotation shown
in Section 2-"Gbjeto"- should be deleted.

b) As you indicated in paragraph 5.2.4, the rates of exchange to be
used in bid evaluation would be tjose in effect on the date bids are
opened. However, if there is a subsequent change in the valux of curten-
cies, the rates at the time the contract award is made should be used.
We agreed that this latter provision should be added in the documents.

c) It was decided that the tests of materials required by the
specifications would be witnessed and approved by a representative of
8ANZSP. You should also specify that failure of SNEW or its represen-
tative to provide such inspection, should not relieve the contractor of
his responsibility to furnish materials in accordance with these specifi-
cations.

d) It was also agreed that the tender form should provide for an
entry of local and foreign prices for each item.



Eng. Braz Juliano - 2 - )ky 18, 1973

In conclusion, SAN&SP will modify the bid docunants in light of the
above results, and will then proceed to the bid opening, as originally
planned for June 1, 1973.

sinc

Signed Sheehan

(o)John . f rmatten
Chief, Water Supply Section

Public Utilities Projects Division
Latin America and the Caribbean Regional Office

FRodriguez:mcg

cc: Nessrs. Kanchuger
Helne
Kalbermatten
Sheehan

CONTROL No. BR-3-25



COMPANHIA METROPOLITANI NE SANEAMENTO DE SAD PAULO
SANESP

May 10, 19T3

Mr. John M. Kalbermatten
Chief, Water Supply Section
Public Utilities Projects Division
Latin America and the Caribbean Regional Office
International Bank for Reconstruction and Development
1616 H Street, N.W.
Washington, D.C. 20433
U. S. A.

Ref.: Pr6-qualificaqro de empreiteiras-Obras
MOGI-SUZANO - emprestimo BR-758

Dear Sir:

Informamos que as empreiteiras que participaram da concorrancia
publica nfumero 01/73 - SANESP foram considerados aptas pela SANESP a
executan interceptores de esgotos. Tratando-se de 19 (dezenove)
empresas de alto nivel de capacidade t6cnica e economica-financeira,
solicitamos que essas empresas sejam consideradas pelo Banco interna-
cional de Reconstruq"o e Desenvolvimento-BIRD qualificadas para
participarem das obras do sistema MOGI-SUZANO.

Caso esta solicitaqao seja aprovada, essas empreiteiras seriam
convidadas pela SANESP a apresentarem proposta para as obras dos
interceptores do sistema acima referido.

Atenciosamonte,-

Braz ttu1,iano
Direior Presiden-e

ACC:mcgN

Date Received -- --- -

Date ABkowleed 
-

-------------------- ---------------

avenida ang6lica n.o 2223 - 8.o a 17.o andares - tel. 256-4422 (pabx) - caixa postal 30546 - sio paulo
mod 1001
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