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December 27, 1974

Dr. Iniz Phelippe G, Cameiro da Cunha
Pregidante
Campanhia de Sanezmento Bagico

do Estado de Sao Pemlo, SARESP
Rua Costa Carvalho 300 = Pinheiros
Sao Panlo, SF, Prazil

Dezr Dr. Cunha:

I am enclosiny one copy each of the exacuted loan Asswumption
Azreenent between the Zank and SAZESP gnd tle Supplemental Tuarsntee
Apreanicnt betwseen the Bank and the Federative Republiec of Drazil.

We gpprecinte the cooperation that the Bank recaived from you
and other members of your staff during the nesotistion of the aree-
ments, and wo look forward to continued cooperation with you an te
implementation of the wsier supply and peollution conirol projecta.

Sincerely yours,

llen Johnson=Sirleaf
Comtry Prorrang Division
Attachwents Tatin /merica and Caribbean
‘ Rezional Office

Cleared with and ccs Messrs. Carvalho, Legal
, Rodriguez, LACP

cc: Fessrs. Kalbsrmatien, LACP
, Costa, LACP (o/r)
o8 elne, Controller'a
EJohnstn=-Sirleafslc




December 27, 1974

Dr. Hey Mamo Valadares

Frocurador Geral da Fazenda Hacional
Substituto

Minigsterio da Fazenda

Esplanada dos dnisterios

Prasilia, D.F, Zra=il

Dear Dr. Valadares:

I an enclosins one copy each of the executed Lomn Asswmiion
Agreement between the Bank snd SATESP and the Surplemental Suarantes
Agreament between ths Bmnk and the Federative Republic of Mrazil.

Ve approciate the cooperation that the Bank received from youn
~ and other nembers of your stalf during the negotiatin of the asresments.

Sincersly yours,

Tlen Johnsa=-Sirlaaf
Country Proorang Division
Latin /merica and Caribbemn

Regicnal Office

Attachnants

Cleared with and cct lessrs. Carvalho, Jeral
Rodriguez, LACP

cc: lesars. Kalbematten, LACP
Costa, LACP, (o/T)
J lielna, Controller's s
,'2# Buhler, Lezal (o/r)
EJohnscn-Sirleaf:le
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INTE" "ATIONAL DEVELOPMENT INTERNATIONAL BANK FQRummn——" INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION '

BOCK OF TWO CARLES OUTGOING WIRE
TO: GENERAL TIZ GALVAO CARNEIRO DA CUMNIA DATE: DECEMBER_19, 1974

3 .P }‘HJLJ-I- r PL‘

COMPANHTA DE SANTAMENTO BASICO DO CLASS OF
LESTADG DE SAQ PAULC-SABESP SERVICE: LT
RUA COSTA CARVALFO 300 =PINHEIROS X261
SA0 PAULO, SP 7
COUNTRY:

NEY HAGNO VALADARES
TexT: PROCURADCR GERAL DA FAZENDA NACICNAL
Cable No.: SUBSTITUTO
MINIFAZ
RIO DE JANEIRO

BRAZIL
(
. RE LOAN 757-BR AND 758-BR PLEASED TO INFORM YOU THAT BANK SIGNED ON

3 18 DECEMBER LOAN ASSUMPTION AGRERMTENT WITH SABESP AND SUPPLEMENTAL
GUARANTEE AGREEMENT WITHE FEDERATIVE REFUBLIC OF BRAZIL STOP COPIES

OF EXECUTED LOAN DOCUMENTS WILL BE TRANSMITTED TO YOU BY MAIL. RECARDS
JOINSON~-SIRLEAF

INTBAFRAD

NOT TO BE TRANSMITTED |

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION: |

NAME Ellen Johnson-Sirleaf C/W & cc: Messrs. Buhler, Legal
Rodrigues, LACP

. I.atm Amemca. and Carilfbean cc: Messrs. Helne, Controller!s

Y, Costa, LACP (o/r)
SIGNATURE{ i é }({L‘W -\A/‘{ (/C"d’/—/ osta o/r

ISIGNATURE OF INDIVIDUAL AUTHORIZED Tg APFROVE)
rererence:  Bdohnson--Sirleaf:le For Use By Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:




Form No. 27 / P R Y L Viede
(3-70) v 47l "
INTERNATIONAL CEVELOPMENT INTERNATIONAL Mﬁ ‘1 INTERNATIONAL FINANCE
ASSCCIATION RECONSTRUCTION AND DEVELOPMENT | CORPORATION
BOGK OF TwO GABLES OUTGOING WIRE
>0
| TO:  CARLOS ANTONIO ROCCA DATE: DECEMBER 39, 197l
| SECRETARIO DA FAZENDA
GOVERNO DO ESTADO DE SAO PAULO CLASS OF
| AV, RANGEL PESTANA 300 - 80 ANDAR SERVICE: LT
SAO PAULO, SP Y206l / 7'/"
| COUNTRY: MAURICIO SCEUIMAN
PRESIDENTE
| TEXT: HABITACAO

Cable No: RIO DE JANEIRO, GB

BRAZIL
. HAVE TODAY FORWARDED FCLLCWING

FAZENDA NACIONAL QUOTE RE LOAN 757-BR

CABLE TO SABESP AND PROCURADCR GERAL DA

AND 758-BR PLEASED TO INFORM

YOU THAT BANK SIGNED ON 18 DECEMBER LOAN ASSUMPTION AGREEMENT WITH

SABESP AND SUPFLEIENTAL CUARANTEE AGREEMENT WITH FEDERATIVE REPUBLIC

OF BRAZIL STOP COPIES CF EXECUTED LOAN DOCUMENTS WILL BE TRANSMITTED

TO YOU BY MAIL REGARDS JCINSON~SIRLEAF UNQUOTE

REGARDS

JOHNSON-SIRLEAF

INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

CLEARANCES AND COPY DISTRIBUTION:

— Ellen Johnson-Sirleaf ¢/W & cc: Messrs. Buhler, Iegal
_ Rodrigues, LACP
Latin America and Capibbean
Lo o A / p cc: Messrs. Helne, Controller's
SIGNATURE Kiovr N /'U}’:{“"“-’ e Costa, LAGP (o/r)
W SIGNATURE OF I.NI'.‘IVID!JAL AUTHORIZED TOS/APPROVE)
REFERENCE: EJounson-Sirleaf:lc For Use By Communications Section

ORIGINAL (File Copy)
(IMPORTANT: Ste Saecrataries Guide lor preparing form)

Checked for Dispateh; — — ._,_A.__.__S
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¥r. Cunter K. Wiese, Director, LAC II « ik December 17, 197k
(through ir. Skillings, Division Chief, LAC II)'| 1)

Bldon E, Senner, Loan Officer, LAC II

BEAZIL - Sao Faulo Water Supply and Pollution Control
Projects (Loans 757-R and 798-BR)

b I Attached for your sipgnature are the Loan Assumption Agreement
(3 copies) with SAEESP and the Supplemental Guarantee Agreement (3 copies)
for the above projects. The documents are as proposed in Fr. Skillings'
memo of November 19, 177L (copy attached as reicrencs), and subsequently
approved by ¥r. Alter. The Brazilions agreed during my recent visit to
Brazil to the provosed financial covenant recuiring a rate of return of
b2 4n 127% 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-1775
(the Brazilians prefer the latter). The President and a Director of
SABESP therefore signed the Loan Assumption Arreenment and the Acting
Procurador Geral da ¥azenda signed the Supplenmental Guarantee Agreement.

o

The docurents would oe dated at the time of your sighature.

2. A supplenental letter from SAZESP to the Bank confirming
SATLSP's intention to mrpoint promptly an expericnced and qualified
person to be responsible fcr the management of the water supply program
was dispatched by SADLSP Tuesday, December 17. The attached draft
letter was proposed. by the Bank and agreed by SADESP.

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

1522 1#311ion Loan of June 21, 1271 to Suverintondencia de

Apum e lscotos«da Capital, SALC (Lo, 75 ¢)s H1b illion -Loan
of. Junew2l, 1LO7 to Conpaahia hotrgpolitara de vanagmento de

San Paulo, cUbLoP (Ln. [o4): A Loan Asswaption Agreement
between the LiiD and Companhia de Saneamento Basico do Lstado
de Sao Paulo (SADESP) and a Supplementary Guarantee Agreement
between the IIRD and the Federative Republic of EBrazil, re-
quired by the merger of SAEC and SANESP, the original bor-
rowers, with several other companles to form a new state
water supply and sewerage agency, SAUESP, were completed on
December 17, 177h. The Loan Assunption Agreement requires

a rate of return on average net fixed asseis of the new
Borrower of Ls in 1975 and & thereafter (R7L=194)."

Attacliments

ces Yessrs, Costa, LACP
Buhler, Legal
Helne, Cmtroller's



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

TO:

FROM:

SUBJECT:

OR ~ 757
OFFICE. MEMORANDUM s

Mr. Gunter K. Wiese, Director, LAC II DATE: December 17, 197L
(through Mr. Skillings, Division Chief, LAC II)
Eldon E. Semgg, an Officer, LAC II

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

A 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, 197L (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
L% 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 Mﬂnﬂ Million Loan
of June 21, 1971 to Companhia Metropolitana de Saneamento de
Sao Paulo, SANESP (Ln. 758): A Loan Assumption Agreement
between the TBRD 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 cemple d on
December 17, 197L. The Loan Assumption Agreement requires

a rate of return on average net fixed assets of the new
Borrower of L% in 1975 and 6% thereafter (R7L-19L)."

Attachments

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

; .. owledBeY
Reconstruction and Development “ - ‘;:3
1818 H Street, N. W. SEE%%/" =
Washington, D.C. 20433 g;;:ﬁﬁitﬁ"- T
U8l i <
L
e

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 Phellppéﬁ;Zf%io Carneiro da Cunha

President

54/074;;4144vv ?f;iv///ﬂ

scar Felomeno Lotito

Director
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Washington, D.C. 20433 oo
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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,

S Jl LR Sor b

Luiz Phelipp alvao Carneiro da Cunha

President

o A

scar Felomeno Lotito

Director
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR e INTERNATIONAL FINANCE
ASSCCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:  MARIO HENRIQUE SIMONSEN DATE:  DECEMEER 10, 1974
"7 BINISTRO DA FAZENDA
MINIFAZ CLASS OF
ERASTLIA SERVICE: LTLX  xLB11

IV /

COUNTRY: ERAZIL

TEXT:
Cable No:  mANK I,0AN OFFICER ELDCN SENNER NOJ IN SAO PAULO NEGOTIATING AGREEMENT

BETWEEN BANK AND SABESP FOR ASSUMPTION OF LOANS WE MADE IN 1971 TO
( SAEC AND SANESP STOP WE HAVE ASKED HIM TO CONTACT YOU IN PRASILIA
. DECEMBER 11 OR 12 TO DISCUSS POSSIBLE INCREASES WATER TARIFEFS IN ORDER
ACHIEVE SATISFACTORY RATE OF RETURN STOP WOULD GREATLY AFPRECIATE YOUR
RECEIVING HIM STOP SENNER WILL CONTACT YOUR SECRETARY FOR APPOINTMENT
REGARDS
SKILLINGS
INTBAFRAD

NOT TO BE TRANSMITIED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
) C/Wecc: Mr. Costa, LACP
NAME Robert F. Skillings
/{1 cc: Mr, Kalbermatten, LACP
DEPT. atin Amerlca ﬁ/nd’ Caribbean Mr, Buhler, Legal
SIGNATURE /' il = d&d eér/‘ e,
lSIGhATUR'—' GF INDIVIDUAL Au‘n—tomzro O AFPPRCVE) & d
REFERENCE: EJohnBon-S:Lrleaf/RFSk: 11 ings =1C/nev For lize By Commun::aﬁgp{_ﬁechqn
ORIGINAL (File Copy) \
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Disparchs - — . S =
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(3-70) {ries el § £ =G
INTERNATIOMAL DEVELOPMENT HSTERMNATIONAL BANY r;‘.JRf IMIERNATIONAL FiNANCE
ASSOCIATION RECONSTRUCTION AND DEVELOFMENT CORFORATION

OUTGOING WIRE

TO: ELDON SENNEF DATE: DF'JEI’BT-“? 9, 197k
HOTEL NACIONAL
BRASILIA, DF CLASS OF

SERVICE, T /[ e mxr 264)

COUNTRY: BRAZIL f- A

TEXT:
Cable No.. BANK INFORMED BY CABLE DECEMBZn FIVE FROM SCHULMAN THAT BNH WILL

NOT PARTIGIPATE IN RENEIOTIATION LOANS 757 AND 758 SINCE THIS IS CONSIDERED

MATTZR TO BE HANDLED DIRECTLY BETWEZEN BANK AND SABESP REGARDS

JOHN SCh-o.LRL:.A

NOT TO BE TRAMSMITTED

AUTHORIZED BY: : CLEARANCES AND COPY DISTRIBUTION: Clezred with
, > end cc: Mr. R. Costa, LCPWS (w/copy of
NAVE Ellen Johnson-Sirleaf incoming)
. cc: Messrs. Bunler, Legal Depariment
DEPT. _Latin J.I«"ﬂ"‘lva. and Gj‘lbb’@&n Helne, Controller's
© RIGNATIIDR é//{f',n . \‘.‘—- A

i 15IGNATUF\“’,=./ OF INDIVIDUAL AUTHOHIZED To Awrovsm |

REFERENCE: }:;, . For Use By Communications 5blcnon 1 i
~ EJohngon-Sirleaf:glw f
A2
ORIGINAL (File Copy) f
(IMPORTANT: See Secretaries Guids for preparing forn) Checked for Dispatche . {
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a b INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE
' ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT/ION ni @‘
-~ | »
7z A

OFFICE MEMORANDUM |7 27°

1 :
. TO: Mr. Gerald Alter (through Mr. Wi e/ Director, LACPAME: November 21, 1974

FROM: Robert F. Skillings, Division Chief, LC2DA MI} N 5 2

,r-/“ . TASH f

SUBJECT: BRAZIL - Possible Second Sanitation Project in Sao Paulo b P Z
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.

24 The Operations and Lending Program for Brazil approved in May 197L

. 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 publiec
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
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the Greater Sao 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%.

L. 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 LO% 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 0% 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, but 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
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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

T 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 BNH 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,
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whether a second Bank operation would be desirable ..];/ 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, LCZ2DA

1/ 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
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE

OFFICE MEMORA}\J UM

A AL
Mr. Robert F. Skillings, Acting Director, ﬂ&ﬁg) DATE: November 8, 197L

Eldon E. Sermer!t@n Officer, LC2DA _
- PR 757
BRAZIL - Sao Paulo Water Supply and Sewerage Projécts

(Loans 757-BR and 758-BR of June 21, 1971) :?f;E;
Introduction
You will recall that during 1973 the Sao Paulo state public enter-

prises that were the borrowers 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, SABESP, as a prelude
to Sao Paulo signing the national PLANASA agreement. We have been permitting
disbursements to continue on an interim basis pending signature of Loan As-
sumption Agreements with SABESP. The present interim arrangement expires on
November 30. A Projects Department supervision mission visited Sao Paulo

in September, accompanied by an attorney and Mrs. Johnson-Sirleaf. The
mission's report and the addendum are attached, together with a separate
report by Mrs. Johnson-Sirleaf dated October 7, 197L4. Also attached is a
draft Loan Assumption Agreement, all but one of whose provisions was agreed
by the mission with SABESP. The exception was the revised tariff covenant
(see para. 5 below).

Disbursement Percentages

2. The Loan Assumption Agreement, in addition to recording SABESP's
assumption of the financial and project obligations of SAEC and SANESP,

would record our agreement to increase the disbursement percentages for
domestic civil works and equipment expenditures (from 37 to L48% in the case
of the water supply loan and from 1L 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 hes been in Brazil, following (for contracts
eligible for Bank finance) international competitive bidding procedures. 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 7’84 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 Sao Paulo
metropolitan area. The mission reached the conclusion that SABESP 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
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formal assurances on this point at the time of signature of the Loan
Assumption Agreement. A draft letter to this effect is attached.

Management

T 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 management or with water supply and sewerage operation.
Moreover, the present management does not expect to remain in office beyond
rch 1975, when a new Governor will take office in Sao Paulo. This situa-
tion is of course unsatisfactory. However, it is not within the Bank's
power 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 Paulo when they are designated. The strengthening of the
management of SABESP would certainly be a pre-condition for our proceeding
with a proposed second pollution control project (see your memorandum to
Mr. Wiese of October 8, 1974). We are satisfied, however, that the pur-
poses of the two first loans will have a reasonable prospect of being accom-
plished even without an immediate change in SABESP's top management, pro-
vided the administration of the water supply program 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
Assumption Agreement provisions (Sections 1.04 and 1.05) designed to improve
SABESP's management.

Conclusion

8. If you agree with the foregoing, we would proceed to hold further
discussions with the federal and state govermments 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: Messrs. Buhler, Legal Department
Costa, Acting Division Chief, LACP
Helne, Controller's
Rodriguez, Procurement Engineer, LACP

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



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

OFFICE MEMORANDUM ( —
. TO: Mr. Gerald Alter DATE: NOVember 8 19? %/

FROM: Robert F. Skillings, Acting Director, LC2DA Wé ' A /e _} :?
SUBJECT: BRAZIL - Sao Paulo Water Supply and Sewerage Proj eéé IS
(Loans 757-BR and 758-BR of June 21, 1971)

L I am attaching a memorandum, dated November 8, 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 Sao Paulo state water and
sewerage agency formed by the merger of SAEC and SANESP (the original borrowers
for these projects) and other water and sewerage entities in the state.

2. If you agree with the recommendations outlined in paragraphs 3 - 5

. of Mr. Senner's memorandum, we shall proceed to hold further discussions
with the federal and state govermments 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)

Iy Mr. Costa, Acting Division Chief, LACP W
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Robert F. Skillings, scting Directer, LO2DA [L["g

BRAZIL - Seo Faulo Water Svpply and Seweraga Frojects
(oana 757-ER sgnd 756-3R of Juns 21, 1971)

18 I em atdaching & memsorsndmm, dated Hovembar 8, 197k, from ¥r. Senner
to ma regerding the snawe-mentioned projeets. Ihe memoprandum outlinea the
major provisions, parileulerly regzarding financisl performance and tavifis

(see parazraphs 3 = 5), which ve recomfend ihat the Bank requirs in & loan
hgsumption isgresmsnt Wl S4HESE, which is the new ‘eo Paulo state watar and
sewsroce sgency formed by the marger of 498 and SANESP (the orliginal borrouers
for those Lrojects) end olther water snd seweregs entities in he stats.

. e If you agree with the roacmmendations outlined in paragraphs 3 = s
of Er. fenmer's scmcrandwm, we shall proseed to hiold further discussions
with e fedsral and ctats goverrments with a view o reachiny egresusut on

the draft Loan Assumpiion Agresusni.

Attachusnt

ces M. Wiese, Dirsctor, LAC II (o/r)
Ma-sws, Knox, Directors Geli, 4ssistant Direcior (LACP)
¥r. Costa, foting Piydrian (hief, Lal¥
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BEldon E. Senner, Loan 0fficar, IC2DA

BAsZIL - S:o0 Paulo Water Sunply &nd Sewerage Projects
Loana 757-B1 and T58-3R of Jwme 21, 1971)

e

: © You.will recall thet durdng 1973 the Sao Peule state publie enter-
piises that wars the borrowers for these loans (SAXC for water supply and
SAISP for souwerags) were merged, jogether with-other water and sewsrage
entities in Wis state, into & sincde new snterprise, SAULSP, as & prelude

%o Sa0 Paulo sizrinz the naticnal TLANASA agreement. Wo have been perzitting
d¢imbursemants to .eontinue on an interim bssis vending signature of Loan As-
gemutisn Apraemsnts elih S°23EP. The pregent iniorinm arrsngonent sxpirss on. -
Nevenbsr 20. A Projects Deparimaent stpervision mission visited Sao Paunls

in Sontambar, sscoupanied by an aticrney and Mrs. Johnscon-Sirleaf. 7The
plosica's report end the addendum are attached, together with a separate
reiors by s, Jdennson-tirleet dated Cotoocer 7, 1974, Also attached iz o
drzrt Losn Asaammtieon Arrecmant, 81l Iut ore of whegs provisicns uge azreed
by the mirsicn w1tk SARTEP. The ergepiion ¥as ths reviegsd tardifl covenand
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2. The Losn Assunpiion Agresrsni, in addition to recording SANESP's
agsumption of the financial ard project cblligations of SAEC snd SANES?,

would record cus asreemant 40 incrscse the disburssment percentages for
domsstic civil woriks and eguirment exvenditures (from 37 to LB% in the case
of the water supply loen and from Ii to 1U¥ in the cssa of the cewerags loan).
These zdjustmenis are needed because ihe sllocation of proceeds of both losns
originadly includsd emounts to cover direct foreign exchange expendituras,
Untsl nou, a1l of ths procurement his bsen in Erasil, following (for ccutracts
elizible ftor Bank finance) internationzl ccmpeiitive bidding procedures. The
percentsze of the tolal project costs 0 be financed by the Bank would not

be increased.

Tariffs
R S YR

3. ine orizinal ioan sgreements yrovided thet tariffe shonld be guf-
ficient 1o vrovide a rate of return of 5:% on net fixed assets in 1972, and
15 thereafter Jfor the waler supply projeot and ?3.;'3 thereafier for the pollu=-
tion control project. The flianclial gstructure of SABESP is quite different
irca toat 0. wae ordginal companles, among obtiter thiugs because it has taksn
over the sctivities of COXASP, the lorze Lullk water gsapplier for the 3o Paulo
msbropoiiten area. JThe mission reached the conclusion that SABESP wculd be
sbie 10 achlsve a rate of return greduzlly increasing from LT in 1975 to €%

after 1978, providad that tariffs are incrossed as plamnmed by 253 (in enrrent




¥Mr. Heobert F. Skillings -7 - | Hovember B, 197hL

terms) in 197k and that edditional ingreases teke place in 1975 and 1976.
You will recall, however, that during cur counsideration of the Xinas Gerais
water supply loan, we decided that & rate of refturn covenant for g Brasiilan
water supply project wes less meaningful than & cash flow covenant, and
that a cash flow covenani would be mMore consistent with the provisions of
the PLANASA gystem. Accordingly, the tarilf covemant in the loan for Minas
Gorais provided thal revenuss saculd be sufficlant to cover all opsrating
experses, debi servies and @ contribution towards new invesiments equal to
17 of groes iixed asseis. Asler discussion wiwa ine Frojeets Department,
we have now decided 10 recommend that ths same covenant be introdiced into
the Loan Assumption Agredement with SADEEP,

L. Soo Paulo's watsr supply and sewsreze tarills are not at 3
present time suflficient to meet the test of this covenart. The Sas Peule -
autherities intend to Andtroduce & 25% inocroase in tariffs before the end

oX wWils year. oven wWith als latrease, Wowever, revenuss ia 1975 would

be sufficient eoly to cover opsrating eosta and aboui 843 of dabt servise.
The balance of debi service will be met Sy 2 gnbsidy from the Sac Pavle

- stats egoverment. his situstion is met forth in Tabla ) attached. PFor
Gabl service to be fully esversd dn 1976 would rfecuire an addltioml tariff
..J"'“‘ce'r’" of gome 123 in real torus a% ths end of 1$75. Xf this incresse
,w..-.. acs it would also proeduce a emadl ‘,a-."}ﬂ.ua by 1577 ﬁhi.ch could be
dovoted L0 ngw lmvaslsents.

g, t i3 projosed ersioce W0 snler dnto furidwr discussicns wilh
tha fadpral a.nd state anthorities snd SARRSP 4n ordar tc obtain 2 fim
ccsmltwont on the 253 teriil lucrease befors the end of 1574 snd & furiher
194 real increase in late 1575, and to record the underscandings reached
in the Loan isgunpiion Agresssni tegether with & covenant that afier 1976
Lerdlfs would te malniained ab & level lhat would weel oll opsrating coste
and debt service plug a contributiou to new investments equal &2 1§ of
yo,:;a g'lxad sasels (llie same covenant that applies in the case of Minas
Ger .

gar of Water Susply Projsct

6. You will note that the supervision miszion found that, while the
execution of the esweraze projest hes been progressing well, the progress
in {lis execution of lis water supply project has been unsatisfactory. About
56% of the proeurement contracte for the water supvly projects have been
let and the execultion of those conitmeets already 1"‘5 is proceeding noreally.
However, the officizl responsible for rT a..*'ﬁin* procurement of t.ha water
sepply project was translerrad to anoth assig,nmenu in June 197L. Le hus
not boen reviaced snd pinss thet {ime wo prosress has boen made in prepere
ing for cm‘tra‘.t-ira ihe balance of the works and equipment undsr the water
eupply progtonm. Ths mission was assured by SARESP's managcment that a
successor would ba found ghortiy whe wouid be sbhle o insurs that pra.;rssn
on the ‘water supply pmiect is resumed, We propose to obtain from SARZSP
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formsl assurancés on tiis point &t be time of signature of the Loan
asgumption Agreement. A draft letter to this offect 1s atiached.

7s The wmission héu eiao found ’Qﬁst the overall manegsment of SABRESP "

is weak, the Fresident of the company heving hod no previous experience
®ith enterpriss management or with water supply and sewerage cperation.
Xorgover, the proseatl managsment does not sxpect to remadn in-office beyond
Harch 1975, when s new Governor will taks office in Soo Paulo. This situs-
tdon is of course unsatisfactory. Howaver, it is not within the Bank's
power at the present somest t6 aliter the gituntion. We have called the
attention of tha faderel ard siate auntharities to the unestiofectory mon.
azement sitvation and will do ao alsc (o the new governing suthoritles in
tho suate of Sao Paule whﬁn they are designated. Ths strengthening of the
nenngensad of JADZCP would cectairly be a ,..ra-::a.:.:.umn ior cur procesding .
'-ut.u & ;Hoposau 200G polluﬂon conirel project {see your memorandua to

¥r. Wless of Colober 8, 1574). We ave satisfied, Lowever, thxt the pur-
poses of the two first leans vill have a reanciable prospect of beinz accome
piisted even withous sn immeciate chonge in SAEISP's Cop manazemeat, pro= '
vidad the adyinistrstion of the water supply pme-a:s is imoroved as set
forih In paragrerh 6 uhove, aud provided farifis are increased as discussed
ia -;.-am.;ra:ym 3 = 5 atove. Foreover, we propoce to include in the Loan
Asgumstion fzreswent provisions (Seciiems 1.0k and 1.05) designed to improve

SATET's menageamnt

Conelusion

8. " If you agree with the forezoing, we weuld procsed to hold furthes
‘discugsions vith the foderel end staze zoverrmentis and with SAREEP with &

view (0 regching early pgrcensnt Gr & revised Loan Assvmpticn Agreement
containing the previsions resommended abovs. _

Attachments

Cleared with and ce: Hessrs. Buhler, lezal Depariment
Cosla, actinug Division Chief, LACP
Hslns, Controller's
Redrizaes, Froeuvenant Pneineer, LACE
¢0s Mr. Wiese, Director,
Mz&asrs. Knox, Directn Ly A
ge 4 Johnson~-Sirleaf, Loan Offic
-’-ul '1“-'

I; 0 II : (C;’?} '. IR = .
- = 35": 4= ant D* ‘N’.‘lﬂ"f‘\?‘ (L_,'__CP)
er, LC2DA (o/r)
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Ellen. Johnson-Sirlesf, Ioan Officer, IAC II

BRAZIL - Telephone Conversation with ¥r. Bonilla of IDB
Pogarding TDB/SABESP Assumption Agreement

h B On Thursday, October 31, T hold a telophone conversation with
Mr. Bonilla, Operations Officer of the IDB, concerning the experlence of
the IDB in reaching agroement with Companhia de Sanesmento Basico do
Estado de Sao Panlo (SABESP), the corpany which assumed the rights and
responsibilities of COMASP, borrower of +two IDB loans for expansion of the
water supply system in the mmnicipality of Sao Panlo. :

2, Mr. Bonilla informed me that the TDB had granted two loans in

that was executed by COMASP, the State company which until 1972 was
responsible for the supply of water in the rmunicipality of Sao Paulo.

Due to inflation and en extension in scope, the project which the IDB loans
supported ares now estimated to cost $230 million. Both IDB loans are
fully disbursed.

i 15 On September 9, 197), IDB concluded an "amendment contract" with
SABESP, the company which assumed the rights and respongibilities of
COMASP. The agreement merely transferred to SABESP, without change, the
rights end responsibilities of COUASP under the Iosan AgreementSwith the
IDB. In response to ny inquiry, Mr. Bonilla explained that the nanagement
and Tinancial position of SABESP was not made a subject of congsideration

in concluding the agreement with SABSSP. However, with the approval of
SABESP, the IDB had commiesioned a consulting firm to study the finencial
and management, capaclty of SABESP. A final report of the consultants is
being prepared.

L. I requested eny information which the IDB may have available on
racord regarding the financial performence, including the fineneial and
econcmic rate of return on investment, which COMASP and SABESP may have
achieved in previous years. lMr. Bonilla agreed to research this and to
meet with the Bank staff at a mtually convenient time to discuss in more

cc: Hessrs: Skillings s Division Chief, TAC IT
Rodriguez, Procurement Officer, LCPWS
Buhler, Legal Department

Helne, Controllerty

= Tadd

2;»
EJohnson-Sirleaf :ehl
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SUBJECT:

INTERNATIONAL DE’;F_LDPME. INTERNATIONAL BANK FOR | .ERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM

Mr. John M. xalbe/:Zx’ten (Chief, LCPWS) (C DATE:November 1, 197k
= : ]

Fritz Rodriguez | LCPWS) and Rene Costa £FNA, LCPWS)

i’
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BRAZIL - loans 757 & 758-BR - Sao Paulo Water Supply and
Pollution Control Project
Addendum to Back-to-Office and Full Report
of Getober 2L, 1974

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

made in the execution of the water supply project. We think that this

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

might be interpmeted in the report. In fact,the "o progress" refers

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

It does not mesn a total stop of the water supply program, and the |
ongoing works zre progressing well. |

2 As explained in paragraph 10.03 of the report, one of the

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

transfer of Mr. Lima Pontes, formmerly 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 Construction Department with a single planning office, was ‘
set up. Mr. Camano, the former Planning Director in SANESP sewage

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

responsibility for all SABESP's projects.

3. Mr. Camano is familiar with the Bank?'s sewerage program in
Sao Paulo ané 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.

k. During cur mission we discussed this situation with Mr. ILotito,
the Technical Director, and with SABESP's stalf 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 toinform him of the Bank?!s program components.

5o 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 Paulo. We are only financing the water distribution
network and putting this network into operation will depend on the
completion of ths bulk water supply works undertaken by the fommer
COMASP. Such.a completion has also been delayed and the second
supply of 3 m’/sec is not expected before the end of next year

(the first supply of 3 m3/sec was made this year).
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Mr. John M. Kalbermatten -2 - November 1, 197h
6. We, tharefore, recommend not to postpone the signing of the

Loan Assumption Agreement for the SAEC project (Loan 757-BR) because
of the slow progress shown by SABESP in contracting for new water
supply works in the last six months. We have also revised the letter
to SABESP (Annex 1) by requesting fommal action by the company
management tc speed up the contracts for the remaining works.

cc: Messrs. Knox (LCPDR), Geli (LCPDR), Skillings (Lcz2ma),
Ms. Johnscn-Sirleaf (LC2DA), van der Tak (VPSVP),
Rovani (PEPDR) (3), Bowron (PAB), Carvalho (LEG),
Helne (CTR), Ms. Steiner (LCPWS), LAC Files,
Division Files
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DRAFT LETTER

Loans 757 and 7°3-BR

General Imiz P. CGalvao Carneiro da Cunha

Presidente

Companhia de 3aneamento Bfsico do
Estado de Sso Paulo - SABESP

Rua Costa Carvalho, 300 - Pinheiros

Sao Paulo, Brazil

Rs: Sao Paulo water Supply and Pollution
Control Project

Dear General Careiro da Cunha:

First of all I should like to thank you and your staff
for the kind zooperation and courtesies extended to Messrs. Rodriguez
and Costa during their recent visit. to sao Paulo. They informed the
Bank that you agreed to the provisions of the draft Loan Assumption
agreement which was initialled by you and the members of our mission.

1 am cending herewith two copies of the loan Assumption
Agreement already signed by the Bank. Please have authorized repre-
sentatives of SABESP sign the documents and retum one signed copy
to the Bank. We also need to receive a letter from the Sao Paulo
State Government approving the Loan Assumption Agreement. In this
regard we suggsst 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 campany and, in particular, in the execution of the Water Supply

Program which was discussed by our mission members with your
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General Luiz . Galvaoc Cameiro da Cunha Page 2 of 2 pages

technical staff. Slow progress by SABESP in contracting for the remaining
works of the pr~gram occurred during the last six months. We, therefore,
urge you to aivertise the contracts for the remaining works, as soon as
possible, and to name someone of your company to be responsible for the
water supply program, as suggested by our mission.

We thini that SABESP's present organizational structure of
seven department: is not functioning well and above all, better coordi-
nation should he established between the departments. We leamt that
the report of the management consultants you hired to review SABESP's
present organization, was not ready at the time our mission visited
Su0 Paulo. We would appreciate your informing us of the Consultant's
findings once thzir report is available.

Our mission discussed with Mr. Iotito, your Technical Director,
the prospect ¢f the Bank financing the master plan (Solucgao Integrada)
for sewage colection and disposal in Greater Sao Paulo, and suggested
that the Juqueri Tunnel civil works be intemationally bid. We want
to confimm our mission's proposal and renew our willingness to assist
SABESP with technical expertise and financing in this project, provided
the civil worke -ontract 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. Sculman, Banco Nacional da Habitagao (BNH)
November 1, 197L
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Proul - Lo, 758 A
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

1818 H Street, N.W., Washington, D. C. 20433, USA.
Asss Code 202 - Talephous - EXeoutive 36360 - Cable Addewss - INTBAFRAD

October 3, 19%

mummum«mu&.

mrunn-.lm-a"
01310 See Paulo, Bragil
Attn: Athayde Rosa

Loan iccount No. 758 HR

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
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

1818 H Street, N.W., Washington, D. C. 20433, US.A.
Assa Code 202 - Talephons - EXecutive 36360 + Cable Addiwss - INTBAFRAD

Mn’ 1,1!

G‘Ipllk;l de Saneamento Basico do Estado de Sao Paulo

Avenida Paulista, 1776 = 219 pngay
01310 Sao Paule, Brasil
Attn: Athayde Rosa

Loan Agcount No. 758 HR

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
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

1818 H Street, N.W., Washington, D. C. 20433, US.A.
Ama Cods 202 « Talephone - EX scutive 36360 + Cable Address - INTBAFRAD

Ministerio da Fazenda
Av. Presidente Antenio Carles, 375
Rio de Jankiro, Brasil

Loan Acgount Wo. 7358 BR

Gentlemen:

The preparation of our Advices of Payments has now been
converted to a computer format which has permitted the
gtandardization 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,

e reman_

Jean B. De Boeck
Chief, Cashier's Division
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FORM NO. 590 {9wert - Lo o 5 & T< g L,.____\/( S ele,
(7-74) IBRD AND IDA — SUPERVISION SUMMARY 0Q ) FyF- LA
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Regional Office: Country: Project Name: [/ - 0 A = K | Aroject No.: / Loan CreditEl No.:

LCP Brazil pply BRAWWO1 157-BR
Projects Dept./Div.: | No. Code: | Projects Officer: Loan Officer: = Board Date: Signing Date:

1

|____LCPWS 116642 R. Costa s,E. Johnson- 05-18-71 06-21-71
SECTION 1: PERFORMANCE RATING Lass Soissry This Summary

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

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

TYPES OF PROBLEM: Financial - 1; Managerial - 2; Technical - 3; Political - 4; Other (explain) - 5 ol LT J(af2 [ul |

Designated a “problem project” in most recent SVP review: Yes - ¥; No - N

ST 2 Y B8 Gt 2" %F the  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
Paulo 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 tima frame until after 3-month updating cycle which ends July 31.)

Estimated/Actual Loan/Qi&N Project Loan /EXAK Project Loan /CXBER Cumulative Disbursements Through
As of: Effectiveness  Completion Closing Cost Amount Past FY _T3  Current FY Tl Next FY 75
(Mo./Day/Yr.) (Mo./Yr.) (Mo./Day/Yr.) ($xx.xm) ($xx.xm) ($xx.xm) ($xx.xm) ($xx.xm)
ang 090 J2dh 065,75 59 .8 22 .0 15.7 21 .6 22 .0
Beginning of FY* 12.76 06.30. 11 59 . 8 22 .0 h 0 8.9
Latest 01, 1,}, 22 .12_116_ W _52_._3 _._..ZLLQ_ _]-I-& _h_lg_ _a-k—o
Legal closing date: 06 30 75 Disbursements to date: Iln h
As of date: m
* Use estimate which is “latest’” at beginning of FY. A special beginning-of-FY estimate not required.
SECTION 4: SUPERVISION SCHEDULE Next Man. Departure 03, 19 i B G AD)
Msn. Return to HQ Final Rpt. Date Recommended interval 6 Projects Programs
{Mo./Day/Yr.) (Mo./Day/Yr.) between Missions (months) (mw) (mw)
Latest M _19_2LL.14_1 CS)- End of period covered by FY Plan _l-h.. -
Previous OF 15 74 0816.74 ( FS)» latest progress report 06,30, Th FY to date 5 -

* Type of Report: FS = Full Supervision; CS = Combined Full/B-T-0; C = Completion; A = Appraisal; O = 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 2l to 28, 1974. Mr. R. Buhler, a Bank
lawyer, and Ms. E. Johnson-Sirleaf, Loan Officer, participated in our discussions with the

i rrower, SABESP.
"ION 6: SUMMARY OF PROJECT STATUS, TREND, AND MAJOR PROBLEMS

6.01 Agreement was reached on all the provisions of the draft ILoan Assumption Agreement
and both the mission members and SABESP's President initialled the documents. Four amend-
ments to the existing Ioan Agreements were introduced in the Loan Assumption Agreement:

(1) the percentages of expenditures financed by the Bank on civil works and locally
produced equipment and materials are respectively increased to 4,8% and 18% for the SAEC

and SANESP projects; (ii) the revenues covenants are modified to provide a rate of retum
of not less than 1% in 197h, L% in 1975, 5% in 1976, 1977 and 1978, and 6% thereafter,

on the average value of SABESP net fixed assets in operation; (4ii) a training program

has been included in the SAEC project description and Schedule 1 of Loan 757-BR was amended
to pemit Bank financing of this program, and (iv) the Closing Date has been postponed for a
year to June 30, 1976 (paragraph 9.0l).

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 1lift pumping stations
have started. The Mogi-Suzano System is expected to be put in operation at the beginming
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 y’
Preparing Officer: F. Rodrlgu.az Initials: Date: 10-2}*-14
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FORM NO. 590 =2 =
(7—-74) IBRD AND IDA — SUPERVISION SUMMARY

Regional Office: Country: Project Name: Project No.: Loanm CreditD No.:
1CP Brazil Sao Paulo Pollution Control 6BRAWWO1 758-BR

Projects Dept./Div.: i No. Code: |Projects Officer: Loan Officer: Board Date: Signing Date:
LCPWS h66-42 | F. Rodriguez .E. Johnson-Sirleaf | 05-18-71 | 06-21-T1

SECTION 1: PERFORMANCE RATING Last Summary This Summary '
STATUS: Problem Free - 1; Minor Problems - 2; Major Problems - 3 I E
TREND: Improving - 1; Stationary - 2; Deteriorating - 3 2 V4
TYPES OF PROBLEM: Financial - 1; Managerial - 2; Technical - 3; Political - 4; Other (expiain) - & 2 I U'l] i 12 I [h [ |

Designatad a "'problem project” in most recent SVP review: Yes - Y; No - N

SECTION 2: SUMMARY PROJECT DESCRIPTION
The project includes the construction of L8 Km of interceptor sewers along the Dos

Meninos, Tamanduatei and Tiete Rivgrs; 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-1ift pump stations for the treatment plants.

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

Estimated/Actual Loan /KX Project Loan/CEeX% Project Loan /8E&X Cumulative Disbursements Through
As of: Effectiveness  Completion Closing Cost Amount Past FY _T3  Current FYTlL Next EY 75
(Mo./Day/Yr.) (Mo./Yr.) (Mo./Day/Yr.) ($xx.xm) ($xx.xm) ($xx.xm) ($xx.xm) ($xx.xm)
&ng 1029.71 1274 06,3075 81 5 15 .0 8.0 13 .3 15 0
Beginning of FY* 6 0 12 i Q 1 . 1 6 7
Latest 011372 12.7 , 30,77 ____L__%l?‘o 12 0 0.k 1.1 — 3%
Legal closing date: Qé IQQ ZE Disbursements to date: i 6
. As of date: _l(.LZ_ZIh_
* Use estimate which is “latest’ at beginning of FY. A special beginning-of-FY estimate not required.
SECTION 4: SUPERVISION SCHEDULE Wi . Caceiiie: /0378 S
Msn. Return to HQ Final Rpt. Date Recommended interval Projects Programs
(Mo./Day/Yr.) (Mo./Day/Yr.] between Missions (months) 6 (mw) (mw)
Latest M Mﬂf CS - End of period covered by FY Plan o | e
Previous Q7 .15 2 ih mt FS) latest progress report ﬁﬁm FY to date g -

* Type of Repart: FS = Full Supervision; CS = Combined Full/B8-T-O, C = Completion; A = Appraisal; O = 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.
L‘nom 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).

l‘_‘

/A
F. Rodriguez

Preparing Officer: R. Ooata Initials: Date:lo—Qll-?h




Sao Paulo Water Su and loans 757 & 758-BR

Pollution Control Projec -3 = October 2L, 1970

6.03 In contrast with the Pollution Control Project, no progress has
been made in the exscution of the Water Supply Project. There is no one
in SABESP responsible for planning the works and the Technical Director
was not sble 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).

6.0L As of October 21, 1974, US$L.k million or 20% of the SAEC
loan amount (757-BR) was disbursed. As of the same date, disbursements
under the SANESP loan (758-BR) amounted to US$l.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 intemational 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-termm solvency and an important
increase in its equity. About 35% of SABESP's 197k 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.h4% for 1974, provided its
tariffs are immediately increased by 25% (paragraphs 14.01 - 1L.0L).



Sao Paulo Water Supply and loans 757 & 758-BR
Pollution Control Project -l = October 2L, 1974

Section 7: Action Recommended

7.01 The draft Ioan 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,
confiming 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 intermational 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$3L4 million, June 1971.

8.01 The Bank has concluded a Loan Assumption Agreement with the
nCompanhia de Saneamento Bisico 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, 197k, 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 Government 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 Ioan Assumption Agreement which was prepared in
Washington, was submitted to and discussed with SABESP's management.
Mr. R. Buhler, a Bank lawyer and Mrs. E. Johnson-Sirleaf, Loan Officer,
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 Ioans 757 and 758-BR, four
amendments to the existing Loan Agreements were introduced in the
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PoITution Control Project -5- October 2L,

Loan Assumption Agreement:

a)

b)

d)

The percentages applicable to Category IV in Schedule 1
of Loan 757-BR, and to Category II in Schedule 1 of
Loan 758-BR are respectively increased to L8% and 18%.
This increase is possible because the uncommitted loan
amount of US$ 17.7 million as of October 1, 197k, is
expected to be entirely applied to local procurement
and civil works (see Mr. Rodriguez's memorandum of
September 6, 1974 to Mr. Kalbermatten);

The revenues covenants of the existing loan agreements
are modified to provide now a rate of returm of not less
than 1% in 1974, U3 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 retum 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 197L.
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 l,000
employees (CLF - Civil Servants) who do not perfom 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).

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,

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

9.02 Agreement was reached on all the terms 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 Ioan Assumption Agreement, until November 30,
197 (see Mr. Wiese's letter of July 23, 197k 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).




Sao Paulo Water Supply and Loans 757 & 758-BR
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Section 10: Physical Exescution of the Project

10.01 Construction of the sewsrage 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
1ift 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 fommerly 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 wWater
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 renovagao
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, 197h4, US$ L.L million or 20% of the SAEC
loan amount was disbursed. As of the same date, disbursements under
the SANESP loan amounted to only US$ 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 S‘ba.ge of the Pollution Control Prg;ect

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 Tamanduatel 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 lLeopoldina Primary Treatment Plant.

An interceptor along the Pinheiros River would convey 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 1lj-Km 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 concerning the possible use of water for power
generation were made in the report. The "Solugao Integrada" 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. SABESP has
obtained the State Govermment approval of the "Solugao Integrada" and
is afraid that the next Governor 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 fomer administration.

lel05 Under these circumstances, the mission realized that it
would be unwise to ask for a postponement of the bidding, and conse-
quently suggested that SABESP place 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. SABESP's management and the State Ministry of Public Works
rejected our proposal on the basis that an international competitive
bidding would require more 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 intemationally bid. Mr. Schulman
agreed to our proposal and added that he would be glad to count on
the Bank expertise for this project. Mr. Schulman told us that he
will contact the present and next Sao Paulo Govermors and discussed
with them the possibility of the Bank financing the project. Wwe
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 197h4. 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 Govemment., 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 armmy general, seems to be
responsible for the slow progress in organizing the company; he is
not qualified for this office. Our concem about the company
organization should be expressed to SABESP and BNH (see Annexes 1
and 2).

Section 1lli: Finances

14.01 Comparative Balance Sheets for 1973 and 197k are shown in
Annex L, and SABESP's Income Statement for 197l is given in pnnex 5.
SABESP's financial position has been continuously deteriorating in
1974. The financial statements show a slump in the company short-
tem 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$ LOO
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 197k SABESP proposed to the CIP 1/ a tariff
increase of L47%, which was not accepted. Negotiations
are continuing but it is unlikely that SABESP tariffs
will be increased by more than 25% in 197L; it has
been estimated that the 22% difference would cost the

1/ CIP. Comité Interministerial 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 197L.

b) BNH has suspended its disbursements under loan No. 919
(cr$ L4OO or US$ 57 million) to the former COMASP company
for the bulk water supply project of the metropolitan
area. BNH estimates that this project has been over
designed and that other altematives 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$ b million; and

e) Operating deficits of around Cr$ 30 million or Us$ L
million of the former SBS and SANEVALE water utilities.

14.03 SABESP's financial rate of retum for 197l would be 1.L%,
taking into account the implementation of a 25% tariff increase

in October 197h. This low retum reflects the poor financial per-
formance of the campany as described above, but is also the conse-
quence of two additional factors:

a) Tariffs do not provide for a retum 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, 197k (Cr$ 1,180 million against
cr$ 5,650 million); and

b) The revaluation of gross fixed assets has been made
in accordance with the 197l rate of inflation of 35%
in Brazil.

1.0k Provided tariffs are increased by 25% in October 1974, and
in real temms by L% and 5% in 1975 and 1976 respectively, SABESP
financial position would substantially improve and State Govemment
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 retum 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 pnnex 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.

1/ See Minas Gerais Appraisal Report for the definition of Global
Feasibility Study.

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

Loans 757 and 758-BR

General Inis P. Galvao Cameiro da Cunha
Presidente
Companhia de Saneamento Bésico 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 Cameiro da Cunha:

First of all I should like to thank you and your staff
for the kind cooperation and courtesies extended to Messrs. Rodriguesz
and Costa during their recent visit to Sao Paulo. They informed the
Bank that you agreed to the provisions of the draft Loan Assumption
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 retum one signed copy
to the Bank. We also nesd to receive a letter from the Sao Paulo
State Govermment 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 lesgal Department.

We are concerned about the lack of progress in organizing
the company and, in particular, in the exescution 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
learmt that the report of the msnagement consultants you hired to
review SABESP's present organization, 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 prospsct of the Bank financing the master plan (Solugao Integrada)
for sewage collection and disposal in Greater Sac Paulo, and suggesied
that the Juqueri Tunnel civil works be internationally bid. We want
to confim 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

intermnational compstitive 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 (HNH)

October 2L, 197k
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DRAFT LETTER

Ilmo. Sr

Dr. Mauricio 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 Messrs. 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 confimm the
position taken up by our mission on this financing.

Faulo

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 197L.

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-temm 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 intemational 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 Govermment, as soon as possible,

so we can take preliminary steps to appraise the project.

Sincerely,

Robert F. Skillings, chief

Country Program Division

Iatin pmerica Caribbean
Regional Office

October 24, 1974
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BRAZIL - LOANS 757 & 758-BR
SAO PAULO WATER SOPPLY AND POLLUTION CONTROL PROJECT
“SCHEDULE OF D1SBURSEMENTS
Timounts in U3$ Thousands)
IBRD FISCAL YEAR CUMULATIVE DISBURSEMENT AT END OF QUARTER
AND QUARTER APPRAISAL ESTIMATES CURRENT ESTIMATES
1971/72
1 400 -
2 1,800 -
3 k4,500 -
L 7,900 ’
1972/73
)| 10,600 -
2 ]5,200 et
3 19,400 -
L 23,700 -
19?3[ Tl
2 & 27,400 -
2 30,600 -
3 32,900 -
L 34,900 -
197!3( 75
1 36,400 5,550
2 37,000 2/ 7,100_Y/
3 - 3,200
L - 11, 700
1975/76
;| - 14,000
2 - 16,900
3 - 19,900
L - 22,
1976(77
1 - 26,500
2 - 30,200
13‘ - 311,000

I/ s of October 22, 197h, US$6.0 million was disbursed.
2/ US$3.0 million of the loan amount was cancelled on May 17, 1973.

October 24, 1974




BRAZIL
SAO PAULO WATER SUPPLY AND POLLUTION CONTROL PROJECTS

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

COMPARATIVE BALANCE SHEET STATEMENTS

-------------- Realized--~-=-==-em—m= ----Projected----
As of As of As of
December 31, 1973 June 30, 197L December 31, 197hL
--------------------------- Cr$ million===c-eecercenececcece
ASSETS
Gross Fixed Assets 2,235.7 2,263.4 2,943.3
~ Less: Depreciation 78.8 121.6 163.3
Net Fixed Assets 2,1 .g 2,141. 2,700.0
Works in Progress 2 . 2,592.7 2,870.4
" Total Fixed Assets 250. 3,650.%
Inventories 77.2 8L4.L 85.0
Accounts Receivable 156.5 81.3 92.0
Cash 107.2 L9.3 50.2
Investments in Securities 137.2 83.0 10.4
Total Current Assets Eisul !95.6 .
Total L, 728.8 032. g,m
UITY AND LIABILITIES
Su,cribed Capital 2,929.5 2,929.5 2,929.5
Reserves L08.6 539.L 1,028.7
Accummulated Earnings 29.2 61.0 109.6
Total Equity §;§§z.g 29. ,
Long-Term Dsbt Net 1,093. 230. .
Accounts Payable .9 151. .
Current Portion of Long-Term Debt 54.7 52.1 52.0
Others 65. 68. 70.0
Total Current Liabilities . 272. 302.0
Total L, 728, g‘m. 5‘85876
Current Ratio 1.8 1.1 0.8
Acid Test Ratio 1.5 0.8 0.5
Debt as § of Total Capitalisation 25 2 2




Revenues

Operating Costs

Depreciatiom
Income Before Interest
Average Rate Base
Rate of Return

Gross Internal Cash Generationm

Debt Service
Net Internal Cash Generation
Average Gross Fixed Assets in Operation
N.I.C.G. es 1-of A.G,F.A. 0. 1/

1/ N.1.C.G. = Net Internal Cash Generatiom.
A.G.F.A.0, = Average Gross Fixed Assets
in Operatiom.

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
5.7 6.3
(4.5) (4.8)
(0.5) (1.1)
0.7 0.4
26.0 28.8
2.7 1.4
== ==
- %5
- 2.2
- (0.7)
- 29.7
= 0
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o Ofn = a'umhit--dl—
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1978 1979 1980 1981 1982 1983
UPC Million-----===s=sececmescccccccceccaesoescccscsscncsonno
20.3 24.6 27.9 30.1 31.5 32.9
(11.6) (13.1) (14.4) (15.6) (16.2) (17.0)
(3.5) (4.1) (4.8) (5.1) (5,3) (5.5)
9.2 7.4 8.7 9.4 10.0 10.4
112,2 135.4 155.2 166.4 171.2 176.3
4.6 5.5 5.6 5.6 5.8 5.9
8.7 11.5 13.5 14.5 15.3 15.9
(7.3) (8.9) (10.3) 11.0 11.6 12.1
b 2.6 3.2 3.9 3.7 3.8
115.6 139.6 160.0 171.5 176.5 181.8
1.2 1.9 2.0 2.0 2.1 2.1




OURCES OF FUNDS
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ess: DOperating Costa
ross Intemzl Cash Generation
ess: Debt Service
¥et Interpal Cash Cenecation
Loans
Concributions
Total Sources

\PPLICATION OF FUNDS
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1/ 1rcludes 257 tariff increase from October 1974,

2/ Broken down as follcws:
vPe Million %
Personnel 3.2 67
Vaterials c.é 12
Services G.7 15
Others 0.2 _0s
Total 4.2 100

I

3/ EBrcken down as follows:

Amortization Interest Total

———— sam=a{Pl MIZ1itM-snavemon
0.5 1.0 p TP
¥ 1.2 2,2
= - =

4/ Broken down as follows:

wpe  crsy LS8 %
cmmeme--milligmec-mmm-eeees

SNA/TAE 5.3 504 ap
153D 0.6 35 10
Total 5.9 369 100
— — 3 =

5/ Of which only UPC 2.4 =million wers in the SABES?

inieial Sudget for 1974, An additional grant of
UPC 4.2 =illion (U€838 =illior) was made by the
Stace in October 1974,

RRAZIL

54 10 ATER SUPPLY AND TOLLUTION COXIRM

CCMPANHIA DE_SANEAVENTO BASICO DO ESTADO

ETRANCIAL FORECAST

1975 1976 1977
cmmmmmm——— S B e=====UPC Million
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(5.8) (7.3) (9.4
2.6 L6 6.5
3.2) {3.0) 6.9
©.6) 0.4 G5,
17.9 15.5 15.5
0.9 1.0 0.2
18.2 16.1 16.2
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14.7 11.5 1.1
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Total Urban Population (million)
Urban Population Metropolitan Area (milliom)
% Metropolitan Area over Total

Water Supply

Total Urban Population Served by SABESP
Metropolitan Area (milliom)
Interior (milliom)
Total (milliom)
Total as 7. of State Urban Population
Water Production and Distttbuttgn
Volume Produced (milliom m”)
Volume Sold (million m>)
U'naccounted-for Water (%)
Water Tariffs (UPC) 1/

Average tariff per o sold: State
Average tariff per mJ sold: Metropolitan Area
Average tariff per m3 sold: Interior

Sewerage

Total Urban Populstion Served by SABESP
Metropolitan Area (millionm)
Interior (milliom)

Total (millicn)
Total 267 of State Urban Populatjion

Assumed Volume of Sewerage (million

Sewerage Tariffs (UPC) 1/

Average tariff per m of service: State
Average tariff per mJ of service: Metropolitan Area
Average tariff per mJ of service: Interior

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

SAO PAULO WATER SUPPLY AND POLLUTION CONTROL PRCJECT

COMPANHIA DE SANEAMENTO BASICO DO ESTADO DE SA0 PAULO (SaBESP)

PLANASA PROGRAM IN THE STATE

ASSUMPTIONS FOR PROJECTIONS

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 = Cr$l0l.9 or US$1L.3S5.

b) Water - (PLANASA SP Agreement BNH/Sao Paulo State/SaP-ESP of
January 25, 197kL).

87% of urban population to be served by 1980.
37 municipalities in the metropolitan area.
53l municipalities in the Interior.

- Minimum tariff equal or lower than 3% of minimum salary in
the State.

Financing of investments = 50% BNH
50% 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 Basic Rate Financing Disbursements
BNH 8% 50 .00
FAE L-1/2% 50 2425

Financial
Agent 1% 100 1.00
Total 7.25
BNH Taxa de Administragao 1% on BlH's disbursements
Taxa de Servigos Tecnicos lgn ® "

FaE Taxa de Administragao 1% 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, 197k,

c) Sewerage - (PLANASA-SP Agreement BNH/Sao Paulo State/SABESP of
Jamuary 25, 1974).

- 60% of urban population to be served by 1980.
37 mmnicipalities in the metropolitan area.
490 municipalities in the Interior.

Minimum 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, 197L.

DELIVERY OF MUNICIPALITY CONCESSION CONTRACTS

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

Value of
fixed Assets
Percentage (UFC million)
1975 10% N
. 1976 20% 8 Total = UPC million LO
1977 25% 10 = Cr$ billion L.1
1978 20% 8 = psd million 574
1979 15% 6
1980 10% N
100% Lo

These systems do not include the Sao Paulo municipality and those
operated by SBS and SANEVALE before SABESP creation. SABESP already
operates these systems.

POPULATION

a) Rate of Increase

During the last 30 years (1940, 1950, 1960 and 1970 census) the




b)
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tobal state and urban population increased as follows:

1940 1950 1960 1970
e SN s, £ S e
Total State 1.2 Dl 13.0 18.0
Urban Population Bl 4.8 8.2 T3
% Urban Population Ll 53 3 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% 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 L.5%.

Popula*ion Served

The percentage of urban population served with water and sewerage
services have been projected in order to comply with the FLANASA
objectives.

VOLUME PRODUCED AND SOLD

a)

Water

Production capacity in the interior of the state (Source = FESB -
Levantamento das condicoes sanitarias das populagoes urbanas do
Interior do Estado de SP-1972)

Production

Range of Urban No. of Population per
Population Communities (million) capita

ay

0 - 6.000 3Ll 0.8 321
6.000 - 12.000 85 0.7 301
12.000 - 25.000 63 g [ 293
25.000 - 50.000 L2 1l.L 268
over 50,000 36 542 2L3

Average for the State 26l

The production capacity for the metropolitan region (COMASP Froject)
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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% of total volume produced,

and that this percentage would be progressively reduced to about

23% 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.

INVESTMENT PER CAPITA

a) Water Supply

IPC
1. Metropolitan Area (expressed in UPC)
Bulk water supply (COMASP Project) 542
Distribution (based on the cost of 1 Km
of distribution at 1.700 UPC for 600
inhabitants per Km) 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 L.86
Sewage treatment = data from SANESP b

2. Interior

Assumption .86
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OPERATI(N OF SABESP SYSTEMS

a)

b)

c)

Tariffs

SABESP's present average tariff per m3 of water sold has been
assumed to increase by 25% in October 1974 and in real temms
by L% and 5% in 1975 and 1976 respectively.

Operating Costs

Operating costs per m3 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.

Depreciation

Anmual depreciation has been fixed at 3% of revalued fixed assets.

October 2L, 197h
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Form No, 27
(3-70)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE X 3452
TO: COMPANHIA DE SANEAMENTO BASICO DATE: QCTOBER 23, 1974
DO ESTADO DE SAO PAULO - SABESP
SAO PAULO CLASS OF «
SERVICE: LT \ \
COUNTRY: BRASTL
TEXT:
Cable No.:

ATTENTION ATHAYDE ROSA DIRECTOR

REYURTELEX OCTOBER 21 LOAN 758 BR STOP WE CONFIRM THE FOLLOWING PAYMENTS
APPL 47 USDOLLARS 6,550.00 VALUE SEPTEMBER 16

APPL 48 CRUZEIROS 162,086.15 VALUE SEPTEMBER 18

APPL 49 CRUZEIROS 183,604.78 VALUE SEPTEMBER 18

APPL 50 USDOLLARS 6,550.00 VALUE OCTOBER 1

APPL 51 CRUZEIROS 183,752.20 VALUE OCTOBER 8 STOP

PAYMENT ADVICES FOR APPLICATIONS 47 THRU 49 AIRMAILED TO YOU OCTOBER 18 STOP
REGRET DELAY IN ADVISING YOU WHICH IS DUE TO CONVERSION TO COMPUTER FORMAT OF

OUR ADVICES
CASHIER'S DIVISION
INTBAFRAD
NOT TO BE TRANSMITTED
AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
name JEAN B. DE BOECK
oert.  TREASURER'S
SIGNATEREE .\'. ;&A-—.\t?\Q}M“\-______
51 E OF INDIVIDUAL AUTHORIZED TO AFPPROVE) /
REFERENCE: For Use #wnica!iuns Section
ORIGINAL (File Copy) /g
(IADODTAMT. Cam Cioarrntmsian ilale Frs memmactma Exueny Chacked $ar Diarnateh- 3
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AIR MALL
October 22, 1974

Companhia de Saneamento Basico do Estado
de Sao Paulo - SABESP

Atta Athayde Rosa

Avenida Pémlista, 1776, 21° andar

01310 Sao Paulo, Brazil

Re: Loan No. 758 B
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:
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Companhia de Saneamento Basico do Estado
de Sao Paulo - SABESP

Att: Athayde Rosa s
Avenida Paulista, 1776 21 andar
01310 Sao Paulo, Braszil

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

Gentlemen:

In accordance with Section 4.0S5 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. L95
(6-7h



Re: Loan No.758 BR B 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,

Viector C.
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. L96
(6-7L)
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companhia de saneamento basico do estado de sao paulo - sabesp
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Date Lcnﬂcmledged __________ :: :
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hssigned 10----% -,_}

e | wo TOHM. -

nENf COSTA - 4:1f-’ ¢

INTERNATIONAL BANK OF RﬁCGTfEZhH'”‘"TLM ARlD
DEVELODEMENT - WATER NIVISION

1818 """ Street, N.W.

Washington, D.C. 20433

U.S.A.

Conforme solicitagdo de V. 52.,
estamos enviando-lhe, em anexo, curriculuns dos empregados que
exercem fungdes executivas na Coordenadoria Beconomico-Financei

ra desta Companhia.
2 - * S
Sendo s6 para o momento, subscre

vemo-nos
4

Atcnciosameﬂtc,

ﬁ 0P e rle~7

Egon., MODEITO S5TAMA
Supfrintendente de Finangas

alameda santos, 1800 - 6@ andar - lel.: 287-8377
cep: 01418 - ex. postal: 3810 - sio pau'o
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INTERNATIONAL DEVELOPMENT INTEENATICNAL BANK FOR i INTERNATIGNAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORFORATION

CUTGOING WIRE

g

TO: SABESP DATE: October &, 197L

CLASS OF
SAO PADLO SERVICE: LT (24437)

“e ‘

COUNTRY: BRAZIL s s

TEXT: ey
Cable No.: 4
ATTENTICH ATHAYDE ROSA REURCAB CCTOBER SEVEN LOANS 757 BR AND 758 BR PAYING
NOVEMBER CONE STCP STATEMENTS AIRMAILED SEPTEMBER 30 STOP IF NOT EECEIVED

. SOON PLEASE ADVISE BY CABLE )

INTBAFRAD

; NOT '!'0 BF TRAN «‘\'n'ﬁ‘D

Cc. m. Ba“aria - Ozshier's Dl‘\?'. T
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TO: Mr. Gunter K. Wiese, Director, LAC II E: October 8, 1974 /‘-u 7
‘o : K 1o |
FROM: Robert F. Skillings, Division C AC II
lng ! , \"'j /i('&-f 17 La.r,v'f/
SUBJECT: BRAZIL - Sao Paulo Water Supply/and Sewerage Project, Loans 757-BR (;,7,,.,,.,.1,‘ oL ,I(; Ve
Proposed Repeater Project for the State of Sao Paulo _V “. e
rs ih < ;’7}&,1/‘
¢ "
& I am attaching for your information a copy of the Badk-to-Office $/&/¢c™

INTERNATIONAL DEVELOPMENT l INTERNATIONAL BANK FOR INTERNATIONAL FINANCE %,o/_.,
ASSOCIATION ey RECONSTRUCTION AND DEVELOPMENT QQRPORRTION /Q L(I_}-

OFFICE MEMOR [ e per - 25

' o lel éc /e

Report of Ms. Johnson-Sirleaf on negotiations of a Loan Assumption Agreement,, ., .
held recently in Brazil with SABESP, the company which assumed the rights

and responsibilities of SAEC and SANESP, borrowers for our Loans 757-BR andjﬂxc7«6c
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 poject for the
State of Sao Paulo.

6’-—.—3’ L«—{._‘

{L Ltu.cu
24 As you know, the Bank has provided two loans for the water and fj
sewerage sector in the municipality of Sao Paulo. Loan 757-BR for an amount o
of $22 million findnces a project for the expansion of the water supply
system and Loan 758-BR for an adjusted amount of $12 million (the original 4ﬁ&LCauau1
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 s
delays in the implementation of the projects due, in the case of the pollu- o
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.

Cote o)

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 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.

L. 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
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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.
—m——

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
Buhler, Legal Department

cc: Messrs. Costa, Financial Analyst, LCPWS
Rodriguez, Procurement Officer, LCPWS
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Mr. Gunter K. Wiese, Director, LAC IX f October 8, 197h
whn

Robert F. Skillings, Divicion Chief, LAC II t" r,-\

BRAZIL - Sao Paulo Water Supply and Sewerage Project, Loans 757-BR

and 758-E1
Propor=d Hepeater Project for the Stats of Sao Peulo

1. I am attaching for your information a copy of the Badk~to~Office
Rerort of Ms. Johnsen=-Sirleaf on negotiations of a Loan Assunplion Agreeument
held recently in Erazil with SABESP, the company which assumed the rights
and responsibilities of SAEC and SANESP, borrowers for our Loans 757-HR and
758-bl. The report elso covers discussions held with authorities of the
Banco Naecionzl da Habitaczo, the State Government of Sao Paulo and SABESP
on a possible follow-up waler supply and polluiion control poject for the
State of Szo Faulo.

2. As you know, the Bank has provided two loans for the water and
sawerage sector in the municipality of Seo Paulo. Loan 757-Bil for an amount
of $22 million firances a project for the expansion of the water supply
systez and Loan 7:9-BR for an adjusted emount of $12 million (ths original
loan o $15 rdllion was reduced because of a chanze in the scope of the
project) finances a project embodying secwage colleciion and disposal and
reduction in the polluticn of Sao Paulo's rivers. lie experienced initial
delays in the implcmentation of the projects due, in the case of the pollu-
tion contrel nroject; t0 & delay by the Covermment of Sae Paulo to provide
e NEecessary COWNCerpart lunds ana o & clange 1n the project scope ana,

Bon dlhin acmem AP Ll srndae stemnler cmmadaadk da cacwbdadn wd cscmdaswadondd mom csm cased.
A MMAD W A WAL SR WA WMl A Wy W W vl wlieds G iremed ARk A WA St ey -

ing the Bank's disbursement procedures. These problems have now been
resolved throuzha discussions with SABESP and we expect that the balances
remaining in both Loans 757-ER and 758-BR will be fully committed beforo

the end of next year. The Loan Agsumption Agreement has been fully nego=
tiated, except for a covenant covering SALESP'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 project as a follow-up to the project now under implementation. It
appears that the rrozram for expansion of the water supply system in ths
State is well advanced and does not requiras 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 ths lower income group within end beyond the metro-
politen area and to free the city's rivers of the intense polluticn that

has made them practically pure sewage.

k. The greater metropolitan area of Sao Paulo has an estimated popu-
lation of 8 millien and is reportedly growing at more than 450,000 persons
each year. Investment in public services, particularly thoss services of
social orientation, have lagged far behind the high population growth, which
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could resuli over tire in a deterloration in tho oversll welfare of the
poplations IV is es wated that in the metrovolitsn area of Sao Paulo, -
about 253 of the population lack piped water and tuo~thirds have no suuers.
That poctlon of the population that remaing wneerved by such basie ta=-
tion eervices ig primarily the lower incoms group.

5. I recommend that ths Bank surpert the pollution control progran
for the State of tao Paulo by considering a follow-up project for FY 1976,
Qur parcticipaticn in the project would rosn endorseneant of a prozram that
will bave eiznificant social impact in iths Stato of cao Paulo. By channele
1irg the loan through Bi, we would elso support further the FLAUASA program,

& progrea that has ab least 0% of its beneficleries in the State of S0 Paulo.

6. The approved FI75-79 operations prozram for Brezil calls for four
waster and aseweraze projsct loans, one each for F176 throuvgh FI7%. A loan of
$55 million is programsed for FLT6 Lo sarport a secund phase of We idnis
Gorais projsct. Ihis project has now slipped to FI77 (and replaced an
tunidentificd” prolect previously included for that year) becanse the first
stage of the ltinas Gerais progron has not progressed as rapidly 8s We ex«
pectad. I propose that wo revise the prozram to replace the iinas Gerals
project with the proposed Sao Paulo project, leaving unchanzed the programaed
smount of 955 million. This means that in lerms of magmitudes, the PL(5=TY
operations prozram will rezain unaffected. If you agree, ws would emend the
operations progran accoraingly and proceed o ideniily and propare Lhe SLiind
pollntion control projsct for Sao Paulo. '

Attachment

Cleared with and ce? Messra. Kalbermaiisn, Division Chief, ICPES
Bubler, Lezel Depariment

¢st Measra. Costa, Financiel Analyst; LCHIS
Rodriguss, rrocurement Officer, LCFW3
EJohnsm~-Sirleafsglw
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OFFICE MEMORANDUM e

TO: Mr. Robert F. Skillings, Division Chief, LAC II  DATE; October 7, 197k

/
‘FROM: Ellen Johns’%.‘:‘.irleaf, 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

A 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, 197h. 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

‘l' 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 mey 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 L8% in the case of Loan 757-BR and from
1L4% 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
5%% in 1972 and 7% thereafter for the water supply project and 7% 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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L. 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
finanecial 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 (197L), L% 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 Govermment, 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.

T 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. Rocea
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 recom-
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.

(¢) 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
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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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SUBJECT: BRAZIL - Sao Paulo Water Supply and Pollution Control Project
Loan Nos. 757-BR and 758=ER R

piz Ln 157
1. The referenced project is comprised of a major expansich of -?
the water distribution and sewerage disposal facilities in the Sao “QZ‘(JQ 53
Paulo metropolitan area. The objectives of the project are to extend

water service to more than two million inhabitants of Sao Paulo who

previously obtained water from polluted wells and, as the first stage

of a long-range program, to free 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 Metropolitana de

Saneamento de Sao Paulo (SANESP) -- two loan agreements were executed.

. 2. The water supply ccmponent of the project was estimated at
a total cost of $59.8 million, of which $22 million, representing the
estimated foreign exchange costs, was provided through a Bank loan
(In. 757~FR). The Loan Agreement provided for the disbursement against
100% of foreign expenditures on equipment and consulting services and
20¢ of expenditures relating to locally procured civil works and
machinery and equipment. The agreement further provides for an in-
crease in the percentage applicable to local costs (20%) to the extent
necessary to permit full withdrawal of the loan amount up to & Bank
participation limit of 37% of the total estimated cost of the project.
In May 1972, as provided for in Section L(c) of Schedule 1 of the Loan
Agreement, SAEC requested, and the Bank agreed, to increase from 20%
to 37%, the percentage of expenditures for local costs which the Bank
finances, Our approval was based on a desire to insure full withdrawal
of proceeds of the loan since the early results of international com-
. petitive bidding had shown that virtually all of the goods and services
to be financed under the loan would be procured in Brazil. In April
1973, SAEC further requested an increase from 37% to 100% of the dise
bursement percentage for local procurement of equipment and supplies.
We refused their request because this would have meant our complete
uninvolvement in civil works construction.

5. As of July 31, 197k, although procurement under the project
was well advanced, only $4.3 million of the Bank lcan of $22 million
had been disbursed. Exceplt for disbursements in respect of consultancy
services, no disbursements have been made for foreign expenditures.

Our last supervision mission (June 197h) have advised that an estimated
$6 million of the total loan amount will probably be unwithdrawn upon
completion of the project, dve primarily to the fact that contracts that
would have been otherwise eligible for Bank financing were improperly
awarded by SAEC,
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L. During appraisal, the pollution control component of the
project was estimated to cost $81.5 million, of which $15 nillion,
representing the estimated foreign exchange cqosts, was provided

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

the financing of 100% of foreign expenditures and 14% 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 project. In late 1972, the design of the project
was changed and the estimated total cost was reduced from $81.5 million
to $78 million. SANESP requested, and we agreed, to reduce the Bank
loan from $15 million 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.
A1l other provisions of the Loan Agreement, including the disbursement
percentages to be financed by the Bank, under each category of expendi-
ture, remained unchanged. In March 1973, as provided for in the Loan
Agreement, SANESP requested an increase from 14% to 18% of the percent-
age of local costs to be financed by the Bank. We 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 water 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, 197h, $1.2 million of the adjusted
Bank loan of $12 million had been disbursed, mainly in respect of ex-
penditures for local procurenent and civil works. Except for consultancy
services, no disbursements have been made in respect of foreign expen-
ditures.

5e The records indicate that we have encountered three major
problems in the implementation of the project. The first problem relates
to late commencement of the project due to the delay by the Government
of Sso Paulo to provide the necessary counterpert funds, This problem
has long since been resolved. The second problem concerns the composi-
tion of the project. As envisioned by the appraisal report the project
involved, as a first stage, the collection and pumping of liquid wastes
into a central reservoir, the treatment of which would form the second
stage. However, because of opposition by the public to a first stage
that did not encompass treatment facilities, the Bank collaborated with
the State of Sao Paulo to effect changes in the design of the project
that would provide for construction of various secondary treatment plans
which would discharge treated effluent into the river system. The third
problem involves procurement procedures which would facilitate scheduled
and full withdrawals from the loan accounts. During negotiations it was
agreed that the Bank loans would cover all foreign exchange expenditures
including the estimated foreign exchange component of local procurement
and civil works. Procurement would be on the basis of international
competitive bidding with a 15% margin of preference for Brazilian manu-
facturers. Civil works contracts would be open to Brazilian and foreign
bidders. Schedule 1, Withdrawal of Proceeds of the Loan, and Schedule L,
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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 long stream of correspondence regarding the
utilization of the proceeds of the Bank loans. Several supervision
missions reported discussions with staff of both SAEC and SANESP
regarding the Bank's procurement procedures. Draft bidding documents
prepared by SAEC and SANESP were revised by the Bank and agreement
was reached on modifications needed to meet the Bank's requirements.
In spite of the many exchanges 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 disbursements of Bank
funds. In cases where the Bank did not give its approval, it was

due to the Borrower's failure to conform 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 L 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 development and
sophistication of the Brazilian construction and equipment industries,
most contracts would be won by local contractors.

Te As you know, SANESP and SAEC, Borrowers for the two subject
loans, no longer exist and their responsibilities were assumed in
June 1973 by a new company, Companhia de Saneamento Basico do Estado
de Sao Paulo (SABESP). 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 SABESP, Sao
Paulo State and the Federative Republic of Brazil in corder to assure
the succession of SARESP to the rights and obligations of SAEC and
SANESP under the existing Loan Agreements. In the meanwhile, we have
agreed to continue disbursements, without renegotiation of the Loan
Agreements, until November 30, 197h, in order that implementation of
the project might not be delayed.

8. The mission which supervised the project last June reports
that procurement is expected to be completed by June 1975. However,
because many of the contracts costs were determined ineligible for
Bank financing, it is likely that $6 million of the proceeds of

Loan 757-FR will remain unutilized upon completion of the project,

if the Bank only disburses against 37% of local procurement. Under
the circumstances, the mission has recommended that the Bank finance,
in addition to 100% of foreign expenditures, 26% of expenditures for
local procurement and civil works for both the water supply and pol-
lution control projects. The mission further suggests that the change
be effected at the time SABESP negotiates with the Bank a Loan Assump-

tion Agreement covering Loans 757-BR and 758-ER.
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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 similtaneously increasing the disburse-
ment percentage for local costs under Loan 758-BR and reducing the
disbursement percentage for local costs under Loan 757-ER 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-BR 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 local 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
estimated total cost of the project as prescribed in the Loan Agreement
-- 37% in the case of Loan 757-BR and 18% in the case of Loan 758=BR o
In order to calculate the increase in the disbursement percentage, we
would need to know the value of the remaining civil works, equipment
and materials under each project, which is yet to be contracted (along
procedures satisfaclory to the Bank) and yet to be disbursed under
Bank-approved’ contracts already under execution. The Projects Depart=
ment has advised that the total cost of the water supply project

(Ln. 757-ER) hzs been reduced to an estimated $52.8 million as compared
with an appraisal estimate of $59.8 million. This means that our par-
ticipation in the project, at 37% of the estimated total project cost,
would be $19.5 million rather than the $22 million provided for in the
YLosn Agreement. They have also estimated the value of remaining con=
tracts that may be eligible for Bank financing at $23.3 million. It is
likely therefore that the disbursement percentage for the remaining
local procurement and eivil works would probably have to be raised from
37% to L8% if we are to disburse the full amount of $19.5 million which
can be disbursed under the loan in accordance with existing terms of
the agreement. We would then probably have to consider an identifica-
tion of additional items that could be financed under the description
of the project and which would increase the estimated total project
cost, thereby allowing us to disburse the full amount of $22 million
provided under Loan 757~ER, In the case of the pollution control
project, Loan 758-BR, the Projects Department envisions that we would
not be requeseed to finance any foreign expenditures from proceeds of
the adjusted loan amount of $12 million. We could therefore increase
the percentage of local expenditures which the Bank finances from 1L%
to 18% in order to ensure full utilization of the Bank loan. I1f you
agree with this approach, I suggest that a letter be sent to SABESP
informing them of our agreement to negotiate, during the next supervision
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mission scheduled to commence on September 23, possible changes in
provisions of the Loan Agreemenis regarding the disbursement percentages
for local costs. We should also inform them of 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: Messrs. Rodriguez, Procurement Engineer, LACP
Buhler, Legal Department
McCarthy, Controller's

cc: Messrs, Kalbermatten, Division Chief, LACP
Costa, Financial Analyst, LACP
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September 6, 197L

General Iuiz P. Galvao Carneiro da Cunha

Presidente 2

Companhia de Sanesmento Basico do Estado
de Sao Paulo (SABLSP)

Rua Costa Carvalho, 300 - Purheiros

Sao Paulo, SP, Brasil

v ¥ *

Re: Sao Paulo Water Supply and
Pollution Control Projects
(Loan Nos. 757-BR and 758--BR

Dear Sir:

The Bank's records of disbursements under the subject Loan
Agreements show that as of July 31, 197k, only ¢li.3 million of the
amount of {22 million provided under Loan 757-BR and only $1.2
million of the adjusted amount of £12 million under Loan 756-BR
has been disbursed. All of the disbursements of proceeds of the
Bank loans have becn in respect of expenditures for civil works
and locally procured goods. Ixcept for disbursements for con-
sultancy services, no disbursements have been made for foreign
expenditures,

We are happy to learn from the Bank mission which reviewed
the projects in Brazil last June that certain procurement diffi-
culties which have contributed to slow utilization of our loans
have now been reseclved. In these circumstances, and in order %o
facilivate full utilization of the loans, we are prepared to
review the percentages of local expenditure eligible for reimburse-
ment from proceeds of Loans 757-BR and 758-BR. On the basis of
our estimation of the value of civil works, equipment and related
supplies remaining to be paid for under each project and which may
be procured through procedures that will render them eligible for
financing by the Bank, it appears that we might be able to increase
the percentage of local costs which the Bank finances under Loan
757-BR to Lb% and wnder Loan 756-BR to 186%. Our mission which is
scheduled to review the progress of the projects cemmencing on the
23rd of this month will discuss with you the reasonablencss of the
suggested percentages.
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In this connectiocn, we would also like to remind you of our
desire to negotiate with SABESP & Loan Assumption Agreement which
would provide for the succession of SABZSP to the rights and obligations
of SALEC and SANESP under Loan Agreements 757-BER and 750-BR. We cxpect
to also negotiate a Supplemental Guaranivee Agreement with the Federative
Republic of Brazil and to seek approvsl of the State of Sao Paulo to
the execution of the assunmption agreecment.

The forthcoming mission, to which a member of the Bank's Legal
Staff will be attached, will discuse with you proposed drafts of
such agreements, copies of which are attached for your prior review.

With kind regards,

Sincerely yOurs,

¥ S .J’:j7
J

Robert F. Skillings
Acting Director
Country Progrems Division
Latin America and Caribbean
Regional Office

cc: Mr. Mauricio Schulman
Presidente
Banco Nacional da Habitacao (BNH)
Avenida Chile, 230
Rio de Janeiro, GB, PBrasil

Dr. Hoacyr Lisboa Lopes
Procurador Geral da Republica
Ministerio da Fazenda

Av. Presidente Mntonio CarXbs
9° Andar, Sala 91k

Rio de Janeiro, GB, Brasil

¥ir. Jose llgiches

Secretario de Servicos e Obras Publicas
Rua Riachuelo, 115

Sao Paulo, S.P., Brasil
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relations wiih the cwent of ihe former CAITSP and ];\‘-'r*':i“'in"' 4 R
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The cost of the Water Supply Project is now estimated et US352.5
nillion. This represents a cdecreess of USE7.0 million in the original
cost estimates of the Appraisal Eeport. Under the provisions of the
Loan Agreement, the Bank would finance 37% of the total project cost.
Based on the sctual estimates, t.ha 3&._1‘ finoncing would cmownt teo UCC19.5
rillion upon project completicn., Although contracts for US029.5 millien
of works have slready been placed by he borrower (SAIC), anly econtracts
for abeut US{23.5 million have been approved ty the Bank. Therefore,
about USSC.3 million of the loan amownt is comitted.

To date there have been no foreifn expenditures for the project
znd none azre expected in the future. Consecusntly the uncormitted loan
amount of USC1l.2 millien can be entirely spplied to local procurement
and ecivil works contrects to cover about LEZ of the remaining ‘exvendi-
twres to reach 370 of the total project cosis.
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Companitia de Senemmento Basico do Istado
ds Sso Peulo (SiZ3P)

Ra Cesta Corvallio, 300 = Purheiros

Sao Paile, SP, Brasil

Ret Cao Fanlo Yater Surply end
Follution Contrvl Srodcess

LDear Sirs

The Bank's records of éisbursements under e gubioet Loan
Agreeneite show that as of July 31, 177k, enly £Le3 million of the
anomnt of $22 million provided wnder Lomn 757-52 snd enly £1.2
million of the adjusted anmowmt of £12 rillien under Iomn 758-33
has been dishwrsed. 211 of the disturscuents of procceds of the
Benk leo:ng have boen in respect of epadiiwes for civil works
and locally procured goods. IDxeent for dcbhurrenmnts for cone
sultoncy services, no dishurseicnts have been wade for foreign
@pendi turea.

be are hapry 4o learm from the Dank roexion which reviewegd
ihs projects in fxazil lsst June that certesn Frecurenent diffi-
culties which have contributed to slow utilisation ef cur loans
have now been resclved, In thees ciromsisnces, suc in order to

facilit®ate full uilliention of the loang, we ave prepared to ' |
roview ihe reveentazes of loczl sspenditnre elizible {or reirburse- ' i
weat fran rroceeds of Ioans 757-51 and T50-D0, Ca the basis of :
our estimation of the valuoe of civili Worss, equimment and related ,
Supplies remaining to be paid for wnder each project and which nay

be procured throuwh rrocedures that w21] render then clidible for s 1 ‘
fingncing by the Zanc, it gppears Lisi um richy be alie to increase :

the pereentace of loeal costs ik ‘o - L hinances wdar Losn
157=5E2 to ti: and wmider Losy oy v Luralgsic viien
scheduled %0 review the prozress of ioe ErcieRts eomendihs ¢ tar

it B, WO i o~ -
el of #his e

vill discuss with yuu Lis Yeammananass of the
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In this comnection, we would elso like to remingd yuu of cuwr
desire to necotiale with SSESSE a Loan fssunptlicn fgreement which
would provide for the succesaion of SAEESP to the rishts end cbhlisetions
of CALU and SANISP under Loan fgrecments 757-BEQ and Toi-Di. Ve expect |
to c.l-: ne c*.,_: :1 a Swpplenental (uarentse fgreement with the Fedorstive |
Sooualoo of Toezil end to seex approval of the Stete of Sao Foulo wo
e ,..,w_..‘..cn of thn assurption zrreemend.

The fortiecming micsica, 1o widch & nesber of the Dank's legal
. Staff will be ﬁws.c,nau, will doscuss with you proposcd drafts of
such agreeasnts, coplea of widch are atiached for your prior review. &

iy

¥With kind resaxds,

. sigcerely yours,

Ivbert F. Cidllings
Acting E:’.ractor
Cmmt:-y Pregrams Ddvision
Lalin Anerica and Caridbean
.xaﬂ&;ul Cifics
cet ir, lmuricio Schulman

‘|' Fregidente
h.nco unmmal da Habdtacao {Ei3)
,..J..v) :'-,

Lo.de phncaaw, iy Bresil, |

Dy, “oacyr Licboa lepes
 Procurador (eral da liepublica
sl gterio Ga rFassndg

;‘-.v. *"'*..J.aent.a Antm:.o Caroa
o ds Jam:iz‘c-, G3, Zrazil

Hrs Jose leiches

Secretario ¢e Servicos e Ubras Fublicas

b )72 _.uw, 1‘)
......O’ v.}'n’ .!.... - I

o °4 I asbsTance wizth oad oos Mgssrs. Buhler, lLegal Department
Rodriguez, Prccurenent Ti~re=s», 1407
cc: liessrs. Kalbermatten, Iivision Chief, L2CP
Mclizrthy, Gontrcller's
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Elen E. Jo"nson-..z_rlea_h, loan Cfficer, LAC IX

BPAZIL, = Sao Poulo Water Summly and Pollution Control Project
2380 kDSe f [""- ] and {,Ju-._.\.

1. The referenced project is comprised of a major expansion of
the water distribution and seweracze dtsposal facilities in the Sso
Paulo metropolitan area. The objectives of the project are to exitend
water service to more than two millicn inhabitants of Sso Paulo who
previously obtained water from po]luted wells and, as the first stage
of a lonz-renge program, to free tlhe metrorclitan area rivers of a
sir;nii‘lt:_nb **r9“ort10 1 ¢f their colid and biocliemical pollutants,
Tecause the Lonz dealt with two separeaie entilies -= Cuperintendencia
de Ama e .Es_g;o tos da Capitsal (CATC) end Corpenhia re.ropolitana de
Sercanento de Sao Paulo (SANISP) -- two loan agreements were executed.

2. The water supply component of the project was estimated atl

a total cost of $59.8 million, of which "‘"2 million, renreaentinc, the
estinated foreimm exchenze costs, was providad tis a fant loan.
(Ln. 757=21)« ©he Loan izreeneat provic sd Tor the \J_h rsenent against
100Z of foreign exvenliitures on equipnent and ceonsuviting services and
20% of expenditures relating to locally procured civil works and
machinery and equipment, The agreement {urther provides for an ine
crease in the percentage epplicatle to local costs (20%) to the extent
pecessary to permit full withdrewal of the loan gnount wp to a Bank
participation limit of 375 of the tolal estimated cost of the project.
In May 1972, os provided for in Section L(c) of Schedule 1 of the Loan
Agreenent, SAEC requested, and the Bank agreed, to increase frea 2037
to 37%, the percentage of expenditures for local costs which the Bank
finances. Qur approval was besed on a desire to insure full withdrawal
of proceeds of the loan since the early resulis of inlernational come
petitive bidding had shown that virtually all of the goods and services
to be finenced under the loan would be procured in Brazil. In April
1973, SAEC further recquested an incresse from 3(s to 100% of the ‘dis=-
bursement percentage for local procurement of equipment and supplies.
We refused their request because ithis would have meant our complete
wninvolverment in civil works consiruction.

3 As of July 31, 1974, although pmcu.remnt under the project
was well advanced, only GL.3 million of the Bank loan of $22 million
had been disbursed, ZExcept for disbursements in respect of consultancy
services, no disbursements have been made for foreign expenditures.,

Our last supervision mission (June 1974) have advised that an estimated
$6 million of the total loen amcunt will probably be unwithdrawn upon
completion of the projeci, due pr-_:r.arilv to t feo* t“ t ccnt:"zc"' that
would heve been otheruise elligille for lank fLinancing were Inpioperiy

SHETUGEG CF swunse
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L. During ermraisal + W8 pollution eontrol co Ponent of the
Project uas e€stimeted ta cort 581.5 nillion, oi Widish {35 :r..il;.i.cn,
recresenting tne estimated foreiin eXcsiange cosis, was Proviceg

throncn o Ean’s Joan (Ln. 75CG=I). The Loan Arresuent PTovides fop

the {inancing of 1007 of foreirn ependitures end Lz of Srpenditures
in respect of loecal PTocurement and eivil works, The 2greenent alseo
Prevides for en increase in tha rereentare of loeal Co8ts which the

the lean amount, uwp to a Bank rarticipation 1init of 1E: of the total
estiviated eost el the Project. In late 1972, the desizn of the Project
Was changed and the éstinated total cost Was reduced f{rgn $01.5 million
to $7€ minlion, SANESP recuested, and we asreed; to reduce the Bank
loan fron £1¢ 2212fen to £12 million, The eliocation of Proceeds of

the loan (Senecule 1 of the Loan dgreement) weg 8159 changed to reflect
Teductions in all catezories of estinated €Xpenditures under the Project,
£11 othepr Provisions ef the Loan Agree::ent, including the distursement
Percentaces to be Tinaneed by the Banlk, undep €ach category of axpendi-
ture, renaineqd unchunged, 1 March 1973, as Provided for fn the Loan
Amemant., SAEsp requested an inerease from 1. Lo iS5 of the Percente
8ge o7 local costs to by finangead Oy the Bank, He refuseq Laeir reguest
on the basis that there was st111 8 sinificant value of foreien Pro=
curement inecluded in the then remaining estinated Project costs, 4g in
the case of t'o vater sumnly broject, local Sursliers have won almost
all of the bigs for the 8upply of roods &nd services oy Uie pallution
conirol project. As .# Jdy 3, 197, 81,0 #illion of the adjusted

Bank loan of $12 nillion had been distursed, Rainly in respect of €xw-
penditures for local Procurement and ¢ivil works, Except for consultancy
Services, no disbursements have been nage in respect of foreign expen-

ditures,

5e The records indicate that we have encountered thres major
problens in the implementation of the project. The first problen relatles
to late commencenent of the Project due to the deley by the Covernnent
of 8ao Paulo to Provide the necessary counterpart funds, This problen
has long since been resolved, The second Prollen concerns the conposie
tion of the Projecti, is €avitlioned by tie 2npraisal report tiwe Project
invol*red, 85 2 first sta-e 4 tim,_colleetion &nd purping of 13 quid wastes
ints a central reserveir, the treatrent of whieh Would form the second
stage, However, because of OPposition by the pablic to a Tirst stage
that dig not €1compass treatrent facilitiea, the Banic collatorated with
the State of Sao Fauls to effeet chanses in the Cesign of the Project
that would Provide for conziruction of various Secondary treatment Ppisns 4

ha 155 FETTIn of Preference for Erasilian REN -
' WIld 1o ooen ta =razilicn @i fawet

sidiers, Schcdule 1, “ithdrawal o iroceeds of the Loan, .o “ClE LUl
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Procvrerent, of toth Loan dgreements specify the withdrawal conditions

of the loan - that is, that the bank loans would bLe disbursed azainst
tha CIF cost of all direet irmoris, ithe foreign exchanze costs of
consulitants end the speciiied perccatages of expaaciwures i0r locdl
procurement and civil works contracis, The Barik's participation is
limited to 37% of the estimated totsl cost of the water supply project,
or about $22 millicn, and 105 of the estimated total cost of the pal-
lution control preject or an estimated $12 million.

B There is e long stream of correspondence regarding the
utilization of the proceeds of the Eanik loans. Ssveral supervision
missions reported discussions with stafl of both SALC and SANISP
regerding the Bank's procurerent procedures, Draft bidding documents
prepared by SALC and SAIISP were revised by the Bank and egreencnt
was reached on nmodifications needed to meet the Bank's requirements.
In svite of the rany exchanges between the Henk .and the Borrowers
regarding the procurement procedures for withdrawal of proceeds of
the loan, the records show a checkered pattern of approvals and
disarprovals of the Borrowers'! request ifor disburseuents of Eaux
funds. In casas where the Bank did not give its eppnroval, it was

. due to the DBorrower's failure to conioru fully to tne L_:;.—: s Cuide-
lines for Procuremeht as regards the awarding of contracts or to
their failure to obtain pricr clearance by the Bank of contract
documents as required by Schedule L of the Loan Agreements. However,
throuchout the history of the execution of the projects, it eppears
that there was full awareness that because of the relative simplicity |
of the project, and the relatively hizh leval of development and |
gophistication of the Brazilian construction and equipment industrdies,
nost contracts would be won by local contractors.

Te Aa you know, SANESP and SAEC, Borrowers for the two subject
lozns, no longer exist and their responsibllities were assumed in
June 1973 by a new comany, Companhia de Saneamento Basico do Estado
de Sao Paulo (SAIESP). We have advised the Government of the Stete
of Smo0 Faulo and tus rederali Guvertwwent of Iragil tast it will be
necessary to enter into supplemental agreements with SAHESP, Sso
Paulo State and the Federative Republic of Brazil in order to assure
the succession of SABESP to the rights and obligations of SALC and
SANES? under the existing Loan Agreements. In the meanwhile, we have
ggreed to continue disbursements, without renegotiation of the Loan
Agreements, until November 30, 197h, in order that implementation of '
the project might not be delayed.

8. The mission which supervised the project last June reports .

that procurement is expected to be completed by June 1975. Housver, 4

because nany of the contracts costs ‘were determined ineligible for : ,“i

Banic finsmeing, it is liely that &6 nt1lion of the proceeds of A

wit i1 Yemals uwo | o 3 DY : T4
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9. I heve some sympathy with the recommendstion of the g
vision miscion that we increase the level of our financine of local
- . 1 L

- o=
= (-5 . U o p WL

corsts particnlerly uvndsr the polliution contned o L Lk o
would have difficuliy in irmplementing their rscommendation along the
Iirso $her Love proposcd == by simlianeously increasing the disbursee

: s T ot : Toy local eosts under Loan 7:0-31 and reducing the
dissursenmcnt percentape for local costs under Loan 757-IR to achieve

a uniform disbursed percentaze of 26 of loczl ‘costs under both projects.
The diffliculty we would have stens from the fact that, in effect the
reconmendation of the supervision mission would mean a transfer of the
expected balance of U6 millicn under Loan 757-I5 to finance a higher
percentace of local costs under Loan 758-ER, For this we would need
explicit Board approval,

10. As an alternative, I propose that we increase the percentage
of local co~ts to be financed by ths Bank undsr 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
estirited total cost cof the project as prescribsd in the Loan Agreement
== 377 in the case of Loan 757-11! and 185 in the case of Loan 753-iR.
In orcer to calculate the increase in the disbursement percentage, we
would need to know fhe value of the remaining civil works, equipment
and materials under each project, which is yet to be contracted (along
procedures satisfacto.y to the Bank) and yet to be disbursed under
Bank-approved contracts alreudy under exscution. Ths Projects Departe
ment has advised that the towal cost of the water supply project

(Ln. 757-IR) has been reduced to an estimated $52.8 nillion es compared
with an eppraisal estimate of $59.8 million. This means that our pare
ticipation in the project, at 37Z of the estimated totsl project cost,
would be $19.% million rather than the $22 million provided for in the
Loan Agreement. They have also estimated the velue of remaining cone
tracts that ney be eligible for Baik finsncing et $23.3 million. It is
likely therefore that the disbursement percentage for the remaining
local procurement and civll works would probably have to be raised from
374 to G- if we are to disburse the Iull anount of $19.5 million which
can be disbursed under the loan in sccordance with existing terms of
the agrecrent, We would then probebly have to consider an identifica-
tion of additional items that could be financed under the description
of the project and which would increase the estimated total project
cost, thereby allowins us Yo disburse the full amount of $22 million
provided under Loan 757-12, In the case of the pollutiom centrol
project, Loan 756-FR, the Projects Department envisions that we would
not be requeseed to finance any foreigzn exrenditures from proceeds of
the adjusied loan amount of $12 million. Ve could therefore increass
the percentage of local expenditures which the Bank finances from 147
to 187 in order to ensure full utilizotlon of 42 Bank lean, IS vou
agree with tios epprosch; I suzpest thot a lectter-be gent to SALLS?
informing them of our sgreement to negotlate, during the sext supervision
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mission scheduled to commence on Sentember 23, rossible ch 1anges in
v o 1 -

nEaviosor cf the Logn isrreemsnts rer: ErdGng Lhne cisoursenent PEYTCSTUETES
et - | b o= ) ot - . . T ot et + =
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mooseu 1“;;(::' to SLELSP is atvached for your clearance,
Attachment

Cleared with and cc: Messrs. Rodrigves, Procurement Engineer, IACP
bunler, Legal Departnent
YcCarthy, Contrcller's

ccs Messrs, Kalbermatien, Division Chief, LACP
Costa, Financisl Analyst, IACP

EEJohnson-Sirleaf:nev
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Rovert F, Skillings, Division Chiet, LAC II

MRAZT. — Arancded Terms of Peference for Vislt

-

X% This memorandum is further io igy memorandum of August 15, 1974,
regarding your forthcoming visit to Brazil.

e You will proceed to Brezil on September 8, rather than September 1,
end will remain for about three weeks, In addition to those activities
cutlined in the memorandum of August 15, you will perticipate along with
representatives of the Projects and Legal Departments, in thae negotietion

of a Loan Assunption Agrecment with SAEESP, the company that is to assume

the rights and responsibilities under Loan Agreements 757-IR and 758-IR.

You will also join in discussions of the supervision mission on the Alto
Juri project and you will contact SUVALE and, if necessary, the Minister

of Interior, to obtain 2 reaction to ocur letter of August 1l regarding

the proposed Lower Sao Francisco Emergency Polder project.

3. Upon your reiurn, you will report your findings.

ccs Messrs. Senner, LAC IT _
Berg/Jones, FHFD
Greening, LACP
Kalbernatien, LACP .

"
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Difirio Comfredo & Indfistria, July 13-15, 1974
COMASP FACES SUPPLY CHALLENGE FOR YRAR 2000

Investment Research

Antbnio Vieirs Silva

(By the year 2000 the population of the State of Sao Paulo will be almost
4% million, with an average annual growth rate of 3.484%. The population of
the municipality will total 25 million (5.488% anmial growth). Faced with
these statistics, how is the Covernment meeting the challenge of water supply
in the state?)

The official establishment of COMASP (now SABESP) on February 26, 1963
was the begimning of an industry with no technical basis in Brazil. The
company's structure is based on a type of administration developed in the
United States as a result of the need for optimum management of large-scale,
highly complex govermment projects such as public investments in space en-
gineering. Hence it is difficult to predict whether SABESP -~ now organized
as a holding company -- will be able to meet the challenge of population
growth with the basic resources available. The following table, based on an
mgcmmmormoora.hﬂhs.’ projects the state population for the next
2% years.

(For table please see original document.)

In 1972 Greater Sao Psulo had a population of 8.5 million, only 55% of
which was served by the water supply System. However, the Cantareira system
when complete should triple the supply, with 83% of the population being served
by 1975.



- -

PRODUCTION=-INVESTMENTS

Consumption in 1972 was 15.9 m°/s, while demand was about 31m3/s. In
1968 total production was 13m3/s, rising to 16.2n3/s by December 1972. The
total system will have a capacity of 33n>/s with the tapping of the Jaguard
River. Therefore, to kesp pace with population growth through the yeer 2000,
COMASP plans to build a series of dams, a treatment plant and a final reser-
voir, which will ensure a flow rate of 25m>/s of water for industrial and re-
umnm&.mmtmusau’/awtmmm,mmm
to the 16.2n%/s produced by the systems now existing.

To fulfill these objectives, however, large-scale investments will be
required over the next 20 years. According to studies made by the company
these investments will total almost US$2 billion, an average anmual outlay
of US$100 million.

If the present rate of growth (5.L88% per year) continues, the population
of the municipality of Sao Paulo will total almost 25 million by the year
2000 unless the policy of decentralization to the interior is intensified.

POPULATION OF MUNICIPALITY OF SAO PAULO
1970-2000
(For table please see original document.)

Total and per capita fixed investment will inecrease substantially, as
shown in the following table.

PER CAPITA FIXED INVESTMENT
(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.
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In the United States, with a population of 17L.5 million served by water
supply in 1973, there was an estimated per capita investment of US$330. In
1975 with a population of 178.5 million, it will reach US$LOO. In terms of
population, the investments of the municipality of Sao Paulo are greater when
those of the holding company are taken into account.

SUPPLY

The sources of water supply in Braszil are rivers, lakes, reservoirs and
mnt,wdmtnthoxm However, in order for water to be brought
to houses 1t is necessary to provide an entire infrastructure including pumps,
pipelines and collecting stations, to transport the water to the treatment
plant or distribution system. The minimum treatment for high-quality water
consists of its disinfection. The water is distributed by pipes along the
sireots. Unfidrtunstely, the water supply industry in Brazil has begun to
receive attention only recently. The following statistical table shows that
3,943 municipalities, 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 munieipalities had sewerage systems in 1970.

InlBSOth.IhitodMeahndn-mmlymt-uhuhmdlpml.-
tion of 22.5 million. In 1966 this industry served 160 million persons; in-
vestments in 1956-65 totaled US$10.2 billion, with over 20,000 companies opera-
ting in the sector and a per capita investment of US$27%,

WATER SUFPLY 1960-1970
1960 1963 1965 1967 1970
Mumber of municipalities
Mundeipalities with water supply
Springs tapped

(For figures please see original
document )



(Table continued)

Pumping stations

Reservoirs

Fumber of public ways with pipelines
Connections to distribution network
Water meters

Water fountains

Fire hydrants

n.det not available.

The State of Sao Paulo, with 573 municipalities in 1967, had 452 with
water supply. There was a significant increase in 1970 as may be seen in
the following table:

(Por figures please see original
document,)

- m‘o

WATER SUPPLY IN SAO PAULO

Number of munieipalities
Municipalities with water supply
Fumber of springs tapped

Pipelines (in meters) £
Number of reservoirs
Connections to distribution network
Water meters

Fire hydrants

n.d.s not available.

1967 1969 197

(For figures please see original
document, )



1967 1969 1970

Number of springs tapped
Pipelines (in meters) (For figures please see original
Number of reservoirs
Total length of distribution lines (meters)
Water meters
Fire hydrants

QUALITY

The development of modern water treatment has reduced the inecidence of
disease to low levels. However, from time to time there are epidemics related
to water quality, such as cholera or typhoid, as well as gastrointestinal
problems which the municipalities must face.

Recent research indicates that certain metals and residual elements found
in the water supply can be toxiec. In most cases, however, the concentration
of such elements is low. On the other hand, little is known of the long-range
effects of ingestion of a small concentration of trace elements over a very
long period. Many of these substances are not removed in nommal water treat-
ment. These residuals, which may be called unknown elements, have been a
factor in water pollution. Various types of potential toxiec chemical 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 pumps that bring the treated

water to the consumer.
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The chemistry of natural water is highly complex and is still far from
being completely understood. 12,000 different toxic chemical compounds are
Inown to be involved in the industrial process, and this number inereases by
an average of %00 a year.

The development of new and sophisticated testing equipment opens up a
new field of water research, enabling investigators to find minute chemical
substances concentrated in food, water and air. The substance is known and
detected, but little is known about its composition and physiologlcal effects.
One example is that of the effects on health produced by mercury and methyl-
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 cadmium, found in 42% of the samples in
a concentration of 1:10 UG/l (micrograms per liter). This element was found
in sources of water for consumption and industrial complexes, in an amount
exceeding the level permissible for use. The largest amount was found in areas
with high population density.

Arsenic was found in 72 of 727 samples tested, with a coricentration of
less than 10 UG/1 or the lowest 1limit of detection.

Copper, zinc and lead found in water, soils and rocks vary according to
the region.

The Columbia University geologists V. Warren and Robert Delaveut have noted
that the "ideal" and "acceptable” quantities of metals for Inman consumption
are as follows:



Volume in parts

per million

Copper Zinc
Ideal water (nontoxic) 0.2 1.0
Standard potable wster 1.0 5.0

lote: See "A Geologist Looks at Pollution: Mineral Variety", in
Pe2y 35 5.

The eriteria adopted for analysis of water for public use follow various
standards, such as physical, microbiological and chemical quality end level
of radicaegti vity. The system used in "Standard Methods for the Examination
of Water and Waste Water" sets a color limit of 75 units (platinum-cobalt
standard) recommended with moderate applications of chemical coagulants.

The odor of water depends on the nature of the substance that causes it.
Raw water treated by COMASP (now SABESP) has a pH of 6 or less, which causes
rapid deterioration of concrete structures and metal parts of tanks.

The pH of neubral water is equal to 7.

pH varies from 0 to 1k and cam be increased or decreased by the intro-
duction of chemical elements. Strong ascids such as sulphurie, hydrochlorie
or nitric acid added to neutral water reduce pH to O. Caustic soda works in
the opposite divection, increasing pH to above li. In any case, both a low
pH and a high pH make water extremely corrosive for any equipment.

CONCLUSIONS
mmdmwmthmﬁammwhrp-
scale investments. However, more complste data mist be compiled on the activities
of the sector, such as total production and forecasts possibilities of explora-
mummmwmmmaurormaumuem.
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as well as date on residential consumption and its prospects for the next
decade., Aid also should be given to communities in the interior to develop
their water supply systems, together with technical assistance.

The program of assistance to rural communities in the United States
covers areas with populations over 5,500, the Federal Government investment
being about S0¥ as a contribution to water supply projects.

The problem of rates must be considered in terms of maximization of
supplys i.e., an increased supply at a lower price since the capital invested
will actually be retwrned. The lack of resources or the inability to decide
on financing hinders the initiation of new projects or the development of
existing units. For many communities it is difficult to make 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 cooperative venture, or in
the case of a larger community, to finance the project and sell the water to
smaller conmunities. It also is suggested =~ not only in Sao Paulo but in
other states as well -- that dividend-paying bonds be issued to finance large-
scale projects. These bonds could be compulsory for econcmic areas and op-
Mmmmmammr.

COMPANHIA METROPOLITANA DE AGUA DE SAO PAULO -~ COMASP
(incorporated in SABESP)

1970-1972 (Piseal years December 31)
1970 1971 1972

Profit per share
Cash flow per share
Net worth per share
Rate of retum on net capital
Rate of return on total investment
Recovery factor



Finsneing of fixed capital
Benefit-cost index
Capital stock (Cr$1,000)
Net Worth (Cr#1,000)

Total investments (Cr$1,000)
Gross income (Cr§1,000)
Total debt (Cr$l,000)

(For figures please see original
document.)
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B e R IBRD AND IDA — SUPERVISION SUMMARYg,,  if , WeT, 345;{_{*5‘? m‘;:-;
; r-e-_:ior.;.,.l‘._"ﬂ-ce‘ Country: Project Mame: Sao. Paulo Eaber Supply Project No.: 1* S AR T :
| T _Brezil and Pollution Control Project  |6BRAWWOL | 757 & 758-3»
Bosrg Date: Signing Date: Projacts Dept./Div.: 1 Code: Projects Officer: Loan Officer: '
05-18~TL  [06-21-T1 LCPWS 166-42 | R. Costa T Ms. E. Johmeon-Sirless
SECTION 1: PERFORMANCE RATING Lset Simmary Fhis Susrary
STATUS: Problem Free - 1; Minor Problerrs - 2; Major Problems - 3 = ;

TREND: Improving - 1; Stationary - 2; Deteriorating - 3 1
TYPES OF PROBLEM: Financial - 1; Managerial - 2; Technical - 3; Political - 4; Other fexplain) - 5 l 2 | 'hl_] c I i L"I I
Designated a “problem project” in most recent SVP review: Yes - ¥; No - N

SECTION 2: SUMMARY PROJECT DESCRIPTION

The project includes: a) the supply and instellation of about 2,800 kn of water distribuvtion
pipes ranging in size from 75 mm to 700 mm in diameter inside the boundaries of the Funicipal-
| ity of Sao Paulo; b) the construction of L8 km of interceptor sewers along the Dos Meninos,

L] o 3. na » =
:9m¢naastei eud Tiete Rivers; ¢) the coastruction of storage reservoirs; end d) the coustruce
vien of sewage trestment plants.

I

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

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

Estumated/Actual Loan /CGHECE Project Loan/CFziX Project Loan /G Cumulative Disbursements Through
As of: Effectiveness  Completion Closing Cost Armount Past FY ZE © Current FY ?}_]_Next FY 75
. (Mo, /Day/Yr.) (Mo./Yr.) (Mo./Day/Yr.) {Sxx.xm) (Sxx.xm) (£ xx.xm) ($xx.xra) {$xx.xm)
i
Signing 10.29. 73 12 .7k 05,30 ,zg Ul 3 27.0 23,71 (O 3P IO
Beginning of FY* 12 7 05 Q,L?__?_ 123 .8 14__1_9* 10 9 21& Y ;
b 0113 72 1276 1063077 119 0 3, 0 2.2 A 3 35 D |
Date of jatest: 0'3 : 08, ’f'h L2gal closing date: 06 30 ,?__5__ Disbursements to date: 5 3 5 '
¥ s ""?'I!' I
As of data: Lo W I
* Use estirate which s "!:m_z_e_."' at beginning of FY. A spscial beginning-of-FY estimzte not required, ;
SECTION 4: SUPERVISION SCHEDULE Next Nan, Dépsrrire 09, 71y Time Eropiiinganis. |
Msn, Return to HQ Final Rpt. Date Recommended interval Projects Programs
{Mo./Day/Yr.} (#0./Day/Yr.) _between Missions (months) 6 : (mw) . fmw)
Latest 07,15 7h 03 08 7L ( F5 . End of period cow:(edobé FY Pian lh_ =
Previous 03 ,04, 1 03 I .7 ( CS ) g latest progress report .30, 7}4 FY to date 11 -

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

Upon the borrower!s request, US$3.0 million was cancelled from the originel loen emowmt.
. piesion was in Sao Peulo from July 8 to 12. A Back-to-Office report was issued

,iJuly 18, 197L.

JxCTION 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 appreisal forecasts.
Howevar, the execution is now proceeding on a satisfactory schedule. Design and construction
on the project are of good quality, and construction of the facilities iz well advanced.
Contrzctis for civil works construction of the sewasge treatment plants and related pumping
stations have been placed and plent egquipnment bidding will start soon. About half of the
water distribution mains have been installed and censtruction of the water storage tanksis
under wey.
Procurement conflicts we had with the borrower (SAEC) have been solved and bidding
rocequres ere now acceptable to the Bank. Procurement is expected to be completed by
June 1975. As of May 31, 197k, the financial situation of the borrower was good. 2
The borrowers (SAEC and SANESP) were disestablished in June 1973 and consolidated
with other state utilities into a new state compeny, SABESP. As a consequence of this
nerger, the Bank would have to conclude supplemental agreements with SABESP, the State
of Sao Paulo and the Federsl Government. :
SABESP's present organizational structure is inadequate. The President of SABESP
lecks manasgerisl experience and the Directors do not have the required professional
treining end experience to manage their department properly. The company is plagued
by a political fight between the Directors. The orgenization of SABESP will be

R, Costa
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during the forthcoming renegotiations of the lcans, and provision for the
employrent by SABESP of management consultants for reorgenizing the company
should be introduced in the Loan Assumption Agreement.

Section 7: Actlon Taken and Recommended

The Benk has suthorized SABESP to continuve withdrawing the loan
proceeds until Movember 30, 197h without prior approval of the supplemental
agreenents (see Mr. Wiese's letter of July 23, 197h to SABESP).

Upon receipt of the financiel date requested by the mission from
SABESP, a draft Loan Assumption Agreement should be prepared snd later dis-
cussed with SABESP. Renegotistions could be held in Seo Paulo.:

Schedule 1 of the SAEC and SANESP losn agreemants should be amended.
The Bank should be willing 1o finance 100% of foreign expenditures and 26%
of locel and civil works expenditures on both projects.

The next supervision mission should take place in September 197h.

Sestion 6: Draft Parsgraph for the Next President's Report

Loans 757 & 758-ER - Sao Paulo Water Supply and Pollution Control Project,
US$3L million, June 1971.

As of July 31, 197k, disbursements umder these losns awounted to
US$5 5 miliion compared with the appraisal estimates of US$35 million. This
backlcg in disbursements is cue to the project'!s late start smmd to modifica=-
tions in the original design of the eppraisal report. The project execution
is now proceeding on a satisfactory schedule. Design, procurezent and con-
struction are of good quality. The two borrowers, SAEC and SANESP have
merged into & new company, SABESP, and 23 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 originzl orgenizational structure was modified last July 8, to
include seven departments: administrative, financial, planning, commercial,
legal, operational and construction. In addition, three separate offices were
set up: internal sudit, public relations and coordination of SABESP's scti-
vities in the interior of the State. With the exception of the administra-
tive director, all the department heads have been sppointed. The adminis-
trative functions are now performed by SABESP!'s President.




Sao Paulo Water Supply end .
Pollution Centrol Project -3~ Losns 757 & 756-BR

The new structure is not en improvement on the former and seems
to be heavier. It is likely that SABESP's President would have ‘enormous

- difficulties in coordinating the activities of the seven departments. The

legal end plamning offices have been promoted to departments because of
their Director's stirong political influence. We were told that the com-
mercial, administrative end finsnciel activities would be grouped in one
department once they are fully organized.

There are important misconceptions in the repartition of res-
poneibilities botween the Directors. For example, the Planning Deparimeant
performs both planning (techmical and finencial long-range planning) end
administrative functions (personnel, organization and methods). There is.
glso sericus incertitude on how the company should be organized. to cope
with its present and future responsibilities in the interior of the State.
Cther major problems lie in lack of an information system, difficulties
of communication between the variocus buildings of the Company.

On 4pril 197, SABESP hired a Brazilian menagement consulting
firm (PROJADE) to make & diegnosis of the Company. The consultants
have not yet completed their studies. 'However, the recent decisions
taken by SABESP's manegenent to restructure the company cast some doubt
upon the seriousness with which the consultants' conclusions will be
considered.

SLBESP'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 Administraticn, and former deputy to the State
Minister of Finance. Because of Mr. Galvao's lack of leadership, serious
conflicts have developed within the company, perticularly between the Plan-
ning and Construction, and Financial Departments, which are headed by two
experienced men: Mr. Lotito, from the former SANESP, and Mr. Athayde Rosas,
from the former COMASP. It is unlikely that these conflicts would dis-
appear before the new State Government takes ofiice 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 294 of total operating costs
in 1974. Ko specific personnel policy has been established so far; no
training program has been set up.

Section 10: PIANASA-Sao Paulo and SABESP Investment Program i

In Januery 197L BNH and the State of Sao Paulo signed the PLANASA
agreenent for water. 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 sdequate water services. In comparison with the population served

in 1974 (11 million) this represents an incremental population served of

1/ See Minas Gerais Water Supply end Sewersage Project - Appraisal Report
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about 8 million end the supply of weter to the 571 communities of the State.
The investments necessary to reach these objectives have been estimated at
US$SCO million. The PLANASA-Seo Paulo agreement stipulates that minimun
tariffs should not exceed 3% of the minimum euthorized salary in the State.

In accordance with the PLANASA-Sgo Pavlo agreement, SABESP should
have presented a Global Feasibility Studyl/ for the State to BNH before the
end of July 1974. The study hes not yet even been contracted. SABESP's
menagement took & deliberate position on this matter: (a) to update and
give emphasis to the prefeasibility studies alreedy made for 100 commini-
ties of the State2/; (b) to further improve and develop SABESP'e water Ser-
vices in the communities located in the Sao Paulc metropoliten ewea; (¢) to
nake a separate study for the small communities of the State. In addition,
& contract has been signed with a local institute of investigation (Fundagao
Instituto de Pesquisas Economicas) to establish population projections in
all the communities which would be used to prepare the Globael Feesibility
Study. The missicn concurred in this approach.

. *At the Bank's request, ‘SABESP prepered & water supply and sewerage
progran for ihe period 1974~1980 end the corresponding financial projections.
The PLANASA egreement figures .were neintained for water supply. The object-
ives for sewerage are to serve by 1980 sbout 50% of the State urban popula-
tion, which would represent an incremental population served of 7 milliem.
The required investiments would be about US$SLO million. 1In total, SABESP's
investnenis for the period 197L-1980 have been estimated at US$L.3 billion.
This figure includes 20% of direct costs for technical contingencies and
administration.

SABESP's invesiment program has been established on the basis
of an estimated per capita cost of construction and on the PLANASA object-
ives concerning the percentage of populstion to be served by 1980. This
prograan does not take into account the projects Presently under construc-
tion, SABESP's 197l budget is uvnder reformulatiui.~ Tin revised budget
will  be soon presented to SABESP's Board of Directors for approval. It
will be accompanied with a detailed investiment progrsm snd financial pPro=
Jections for the next three years (1975-1977). The figures provided to
the mission showed important discrepancies between this progranm 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 end SABESP. The mission's concern was well
understood by SABESP's management which agreed upon the urgency to approve
& new budget for 1974 and the updating of SABESP's investment program. ;
These projecticns should have been sent to the Bank before August 5, 197k.

1/ See Minas Gerais Water Supply and Sewerage Project - Appraisal Report.
2/ Prepared by the former CTESB. ' :



Sao Paulo Water Suvoply and

Poliution Contral Project -5 - Loens 757 & 758-BR

Section 11: Modifications in the Exdisting Loan Agreements

A dreft Loen Assumption Agreement between the Bank and SABESP
should be prepared by the Bunk end discussed with SABESP's mansgement
during the next Bank supervision mission in September 197L. To take
into account the enlarged responsibilities of the company and the pro=-
blems concerning its management and orgenization, the following changes
and sdditions are proposed:

(a) Section .05 referring to the debt service coverage of the
two exisiing loan agreements, should be abandoned. This
condition 1s not needed any longer because SABESP's future
investnents will be 100% financed by BNH end the State
(through FAE-Sao Paulo) and will be fully covered by the
company's tariffs in accordsnce with the PLANASA-Seo Paulo
agreenent; . *

(b) The Loen Assumption Agreement should ‘stipulate thats

(1) menagement consultants would continue to provide
the company wlth thelr sérvices until the Bark and
SABESP declde that thsy are not needed any more.

The Bank should be given a reasonzble opportunity to
comnent on the consultents' recommendations;

(13) SABESP would present to the Bank, not 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;

(341) 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
finenciel projections.

(¢) The present percentages of total expenditures the Bank finsnces
on purchase of local goods ard eivil works should be modified.
We are currently financing 1007 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 costof

SAEC and SANESP projects, respectively. To date there have

been no foreign expenditures for the projects, other than
those for consuvlting services.
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_ The low percentage of disbursement (1Lgf)for SANESP has strained
our relations with the company in the pasﬁjuhich has claimed that we have
been putting & lot of burdens on the company, such a8 procurement by inver-
national competitive bidding, in return for so low a percentage of disburse-
rent. Since SABESP is teking over both loans, it is recommended that the
same percentage of local and civil works expenditures be established for
both projects.

The cost of the remeining works has been estimeted at US$95.9
rdllion and the uncommitted loan amount is about US$26.3 million. The
mission has calculated that ebout US$Ll.3 milllon would be gpent in foreign
expenditures and,consequently, applying the loen balence to other expenses
would bring the percentage of local and civil works expenditures to 26%.
This percentage of 26% would have been the same in the original loan agree-
ment, should both loans have been consolidated. We recommend that such
consolidation of the original percenteges be made by the Bank.

211 these conditions and modificetions were disculsed with
SARESP's mauagement which did not object to then.

“Section 12: New Loan to SABESP

SABESP's manegement expressed to the mission its interest in
having the Bank participate in ils sewerage expsnsion program in the
Seo Paulo metropolitan area. This is based on the fsct that a Benk loan
gt 8% and expressed in US$ would be more advantageous for the company
then the losns it would receive from BNH &t 8% end expressed in Ul .
The company pays &lso an interest of 1% to the BNH's financial egent
in the State and a 2% fee on all BNH's disbursements for BNH's adminis-
trative expenses end techmiczl assistance.

The mission stressed to SABESP!'s menagement how vigorous BNH's
reaction could be if such a Bank financing was granted directly to SABESF
or indirectly through BNH, but underthe same Bank conditions. The company
is sware of this problem, but is not interested in a Bank loan on the Minas
Gerais model which would not provide SABESP with any financisl advantege.
It was agreed that the mission would report SABESP's interest to the Benk
and that SABESP would officially approach BNH.

See Minas Gerasis project for the UFC definition. In 1973 the cr$
develued by 12% vis-g-vis the US$ while the UFC was revalued by 209.

ce: Messrs: Geli (LCPDR), Skillings (IC2DA), Ms. Johnson-Sirleaf (IC2DA),
van der Tak (VPSVP), Rovani (PBPDR)(3), Bowron (PAB), Cancio (1EG)
Helne (CTR), Ms. Steiner (ICFWS), Lac Files, Divisicn Files

RCosts/FRodriguez:ng
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1. Under the poovisions of Lean sgrecusab (57=wi, W8 Seuk ey FOEEERE
w - M N e B e e , L3 S ey e T ity o AP e o - PR, T T e,
AAHpr Wbk da Bt Gddekans i ipac Wy t,u..—.-: wgs Wl 3:,« of w,’._...--.-.ptu.. ' - f-:’ 1-\- i X e
pend and ¢ivil works ia respech of the Suo Faulo Fater dapoly Projest. Durlng

sppraisa the projech cosd was sstimated at soerazimately o0 willilon, of
wlsieh o2 willion ropsssented tos farelga exzchange coeis. The greztar proe
rortion (shout 75%) of the totel project eests represenis the costs of pives
and velvep. Althovsh iacce Were Jrasilian fimss wila sloghate Sopagily
provide sil the goods wad sarvices required for the projset, it Bao sapecied
that forelzn manufecturera would be granted &% iecast sne=nalf of ithe supoly
cantracts. Tos projesi's execution Ls procesding rarmslly. Kowsvern, local
svppliers hove been used almost exciusivaly throuzh finongdog proviced o7
the “tate of Sso Fanlo and the Sk« 4As of July 23, 197k, a talld of .2
piilion of the Bank lvan of $22 million had been disbursed. Of idie amnunt,
Sh.1 pillion repcesacts 36 of expensitares for locel procuremsab d eivil
works. oxcerh lop disbacsements in respect of comsuliency services, no dis-
bursesents lor foreirn expenditures have been made. Cuwr last appraisal
wission (June 197k expect local suppliers o oontinue to win &l of the
bids, shich will result in en esiizeted $6 uillion of tie tobal loan saount
ursi thdrawn tpon conpletion of the project.

2. In the case of the polluilion eont=ol project, Loan Ko. 758~BR, the
Bank fimmess 100% of foreign espenditures and vp to 1U% of experditures ia
respeet of logal procursment and civil works. Juring gppraisal the toial
project couts wers esiimated at $01.5 mililen, of which $15 millisn, repre=
senting the forelgn sxchangs coshs, was 0o be wade aveilable tbhrough a Bank
loan. (ubseguent to appraisal snd the signing of the Loan Agreement, (e
dasizn of iz projeet was chenged and the total project cosis ware reduced

%t $78 pillion. Due 4o the reduced scope of e project ihe Barrcuwer {SinESF)
later requested, and the Bank agreed; to csncel &3 millien of the Baunk lcan
of @35 willion. Similar io the execution of the water supply project, local
nupﬂiua@wmautmmrormampplyatgoﬁnmmesm

the project. A4s of July 23, 197k, & totald of §1.2 million of the adjusted
Bank loan of 212 million had been disbursed. OFf this amount, $750,000 repre~
asnts 1L% of experditures in respect of locsl progurement and civil worka.
Exgept for distursements for consultaney services, there bave been no dise
bursements for foreign expendituses. The low level of Bank parileipetlon

in the project hez been & source of casplaint by ihe Dorrower. In fact, the
Borrower is reportedly cousidering ithe cancellation of the balance remaining
under the loan becsuss they claim that the 1o level of Bank fimancing (183)
doss not justiily the cumbersomeneas invelwed in adhering to the Bank's Pro-
curgment Cuidslines.

-
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3. The Pank has supporied and encouraged, through its {inaneing pro-
grame, the develonment and expansion of domestie eszpacities in the develoning
countries. Iragzil ia one of those conatries . that have resnundsd satisiscteriiy
o suca asslavadives ~oblh Wie waQ Faulo Eater SuppLy rrojsct end tae Sao Paulo
Pollntion Control Projaet wara smitohla faop exeention throush ths sxelnsive
use ei iocal seupliers and coatractors. gpowever, une rrazilian suthorities
aod the Penk recconized the inatitutional develonment benefits that woidd
BOQFWe L0 Lok Arasisdan agsncies Gwaw Hould be invoived in the projectis exseou-
ticn., Thes Pank therafore ggrced th {inance the Ml forelgn exshange ocosta
ukisi ths project as well asg that }amantage of lecsl costs repressnting ths
loveign euchangs CcwLonsnbs.

L. is you }“nrm s UABESE, the ggency that has essumed the responsibilities
for SANESP and SALG, Dorrovers for the subjeet locans, will execuie a loan
Lommption Lgrecment wilh the Dank. This Assuspiion iAgzreement will, in eifect,
merge the two referuznced projects into one project. During renegotistions

of the existing loan Agresments, I sugrest that the Bank proposs 40 finance
25% of the costs of loczl procurement and civil works., This percentage would
Trepresent an a?er'u i of the tuo percentaces (182 n.m; 37%) provided under the
exigting joans. Zoth the Projocts Depariment and I szres that it 1s a reasone
&iln and justi:‘ied lavel of Bank partlcipation and would sseure our coniinued
participation in the project. In ry c*t-.*.:m, the continuation of 'our parti-
cipation in negessary iro irxprove our relationship with Bl and would econtri-
bute substintially t¢ the overall developmsent of Brazilisn capuaity. Inproved
relationship with EH 18 &lso needed to facilitate progress on the development
of other possible projects (il.e., sltes end services) that are deairnsd to
improve the welifare of the lower income groups in Hrazil. I recommend that

we scek to obtain ths Board's aspproval of thils increase on & "no objesction®
baslis. However; we need not po to the Board until after Septesber when the
existing loans bave been renegotiaisd, taking into account all possible re-
viglons.,

5. The last supervision mission reports that they discussed with the
offlcers of SABESP the poseibility of the Bank financing the secaond staze of
the Sao Paule Pollution Control Froject, that is astimated to cost $60 million.
I% is desirable that {hae Bank congider this possibility favorsbly. However,
you may want {0 raise in a genersl context during your forthcoming discussions
with BiH authoritics the weans whereby effective Bank participatioa in proj-
ects under their jurisdicilon can be achisved. In any event, I propose that,
until the matier has been discussed beilween BHH and SABESP and we have had
time t review progress on whatever decision we make regarding the improvee
went of executlion of the two referenced projects; ne further action be taken
regarding our participation in the second stage of the Sae Paulo Pollution
Control Project.

Cleared with and ces Mr. Rodrigues, Procurement Qfficer, LCFWS

EJohnson~-Sirleafsglw



Guasd - dom 758 - 28~

LOAN 758-BR July 23, 197k

General Luis P. Galvao Carneiro da Cunha

Presidente

Companhia de Saneamento Bésico do
Estado de Sao Paulo - SABESP

Rua Costa Carvalho, 300

Pinheiros, Sao Paulo, Brazil

RE: Sao Paulo Pollution Control Project
—~——rrocurement

Dear General Carneiro da Cunha:

Thank you for your letter of July 12, 197h asking for our
approval of your proposal to issue invitations to bid for the civil
works construction of the Lower Tamanduatei Interceptor, to the firms
which were qualified for the ABC and Mogi-Suzano works now under
construction.

Considering the limited time you have for starting the con-
struction of this interceptor, and since the bidding is limited to
national 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 contract. Qualification of these
firms could be made at the time bids are received for the contract,
and thus would not delay the initiation of the works.

Sincerely yours,

John M. Kalbermatten
Chief, Water Supply and Sewerage Division
Latin America and the Caribbean Regional Office

cc: Mrs. Johnson-Sirleaf
Mr. Kalbermatten

BR-L=~-29

FRodriguez
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LOAN 758-BR July 23, 197h

General Luiz P. Galvac Carneiro da Cunha

Presidente

Companhia de Saneamento Bésico do
Estado de Sao Paulo - SABESP

Rua Costa Carvalho, 300

Pinheiros, Sao Paulo, Braszil

RE: Sao Paulo Pollution Control Project

il Yoo CSACP-02/Th

Dear General Carneiro da Cunha:

We have received your letter of June 17, 1974 together with
a copy of your evaluation report on the bids submitted for the eivil

evaluated bidder. This contract will be financed under Category IT

Jolm M. Kalbermatten
Chief, Water Supply and Sewerage Division

ec: Mrs. Jolmson-Sirleaf
Messrs. Helne

BR k=31
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July 23, 197k

General Luiz P. Calvao Carneiro da Cunha

Presidente

Companbiz de Caneamento Basico do
Egtado de Sao Paulo =~ SABESP

Rua Coste Carvelho, 300 - Fiabeiros

Sao Yaulo, 5P, brasil

Res Sao Paulo Water Surply and Pollution Control
Projects, Loan Hos. 158-32 angd 755=-8BR

Dear &ir:

We wizh to thank you &nd your staff for the kind cooperation and -
courtesies extenced to ilessrs. lodriguesz and Costa during their recent vislt
to Sao Punulo, They are now reviewing their findings and preparing & report
on the worlk projress of the referenced projecis. ws expect in the near future
to convey to you their recommendationa.

Our nlssion discussed in particular with you tha transfer of the exist-
ing loans to SLEISP, and esked your ataff Lo finalize SASESP's investmant
program and financial forecasts. We want to confirm our wission's request
for these data and would appreciste receiving them as soon &s possible. I8
explained to you, this information is needed for draftinz the loan assumption
egreement that we hope to discuss with you in fao Paulo next Sepleaber.

In view of the postponement of rensgoiistion of ths Loan Agreemenis, we
are prepared to continue to process disbursement requests from SABEEP, in
the sbsence of a Loan fssumpticn Zgreement, until November 30, 197h. By
this time, we hopo to be able to bave concluded the Loan Assumption Agreement
with SABESP &nd supplemental agreecments Hiﬂ]: the Federsl Government and the

State of Sao Paulo.
Sinmroiy yours,

77

= ‘)
Gunter K. Wiese, Director
Country Prograuns Department
Latin fmerica and Caribbean
Reglonal Cffice
Cleared w/and cec: Mr. Cancio, Senior Counsel
ccs Messrs. Xalbermatten, Division Chief, LCFWS
Rodrigues, Frocurement Officer, ICHWS
Helne, Controller's

FRodrigues/Sdchnson~3irlealsglv




INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
. ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORFORATION

. | iz Ln 757
OFFICE MEMORANDUM R <o

TO: Mr. Gunter K. Wiese, Director, LAC II WDRTE: July 23, 197L
(through Mry, Skillings, Division Chief, LAC II):
FROM: Ellen Johnsonéﬁirleaf, Loan Officer, LAC IT

™ s )

SUBJECT: BRAZIL - Sao Paulo Water Supply and Pollution Control Projects
Loan Nos. 757-BR and TSBfBR

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 company, Companhia de Sancamento Basico do Estoedo de Sao Paulo (SABESP),
in June 1973. We advised the Government of the State of Sao Paulo and the
Federal Government that it would be necessary to enter into supplemental
agreements with SABESP, Sao Paulo State and the Federative Republic of
Brazil in order to assure the succession of SABESP to the rights and obliga~
tions of SAEC and SANESF under the existing Loan Agreements. In the mean=-
while, we agreed to continue disbursements, without renegotiation of the
Loans, until April 30, 1974 in order that implementation of the Project might
. not be delayed. |

2 Unfortunately, SABESP has been much slower in getting started
than we expected, necessitating an extensicn of the disbursement pericd,
under the present circumstances, to August 31, 197h. Our recent supervision
mission (July 1974) has determined that SABESP will need more time toc pre-
pare the required investment program and financial forecasts. A mission is
now scheduled to visit Sao Paulo next September to renegotiate the Loan
Agreements. Ve therefore propose a further extension of the disbursement
period to November 30, 197L4. If you agree, please sign the attached letter
to SABESP.

Attachment



July 23, 197h

General Luiz P. Calvao Carneiro da Cunha

Presicunto

Conunkia de Jencomgnto Baslco do
Lotado de Sao Yeulo = SADCSP

Xua Coste Carvallio, 300 = Pinheiros

Sa0 Faulo, £P, Lraail

Res BSuzo Fauvlo tater Zupply and Pollution Control
Projoets, Loan Hos. 759-22 and 759-210

Ve wlch 1o thank you snd your shaff i‘o* the kind cocperation s

158 i - 3 s2 and Coata duving thots reeont violt
air findings and preporing & repoctd
ed projectis. Ve expecl in e noar future
dationg. '

\ * -, i - - i | -y o . §* o - -
Cas rloslica Gincuszed dn ;»:'tl\...;..r uith you the trunsifer of tha oxisbe
i Lecas Yo O § a4 ‘__._u;. your glall to finelize .F.‘,L.; ‘.., invesioontd

3 dalt £3 1 fsrecssls. U6 want to canilea ouw alstlon's roquest

for tlsse data u::a Lw.u.d a_&,mecia&e receiving tica as soon &8 possiole. 4is
expleined o you, | Luls dnforcation is u.-_‘d for drafting the loun assurmption

PR - - r - &L 3 T - T i T
kL A BT F PR P i iris 3 . p-’l-“... $af \-.h.]’.dv i & .-}l{.n...i.;zl‘». *-.-‘I. 108

In vic ef tha rvostroncrent of reneotistion of tha Loan Agrecronts; we

X o
are nrpnareci to c:\nt.im_s to rroceas disbursenent requesta from DABusk, in
the aboines ol a Loan ? .'_.:‘:_ wbion Arrectiond, tntdl Hovuitber 32, 1974. Iy

dig tim2, ¥e l:.“; c ta e &hle to have concluded the Losn Ascumption Agrecmont
Bty AT knd 2wralohe —*‘ 1 gerecmonta with the Fedomdd Covernment and the
Stats of Joo b ‘*‘
Sinceorcl /;ro'm
"1'.'1', 12 o .-- i...'. -.(—#--, ;J._\..‘t a0
Cou ey Vrogoans Lepartient
Ln\- Ldit LLTE Lf‘( l..-.sl "a:"i:‘} A5
. 2eczlonad Ofiice

Cleared w/and cct Mr. Cancio, Senior Counsel
¢et lissrs. 1llarmmatten, Division Chief, LCIVS

Rodel mcz, Frocueeient Officer, Iﬁl
Helne, Controller's

Filodriguez/ Jdeiingoa~Civleasl sl
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INTERNATIONAL DEVELOPMENT INTERNAT|ONAL BANK FOR INTERNATIONAL FINANCE

p ASSOCIATION ! RECONSTRUCTION AND DEVELOPMENT

CORPORATION 5
BRZ-Ln 750
OFFICE MEMORANDUM
TO:  Mr. John M. Kalbermatten (Chief, LCFWS) DATE: July 18, 1974

| FROM: Fritz Rodrfguez (EGR, LCPWS) and René Costa (FNA, LCPWS)

\
SUBJECT: BRAZIL - Loans @ and 758-BR
Sao Paulo Water Supply and Pollution Control Project
- Loan 1009-BR
Minas Gerais Water Supply and Sewerage Project

Supervision Mission - Back-to-Office Report

Introduction

1s In accordance with Terms of Reference dated June 19, 197L, we
visited Belo Horizonte between July 1 and 5 to supervise the Water Sup-
ply and Sewerage Project of the "Companhie Mineira de Aguas e Esgotos"

. (COMAG). We then spent a week in Sao Paulo, from July 8 to 12, review-
ing progress in the project execution and in organizing the new Sao Paulo
State Water Company (SABESP). Mr. José A. Carvalho joined the mission in
Sao Paulo and provided us with legal advice. Mr. Costa stayed two more
days in Rio de Janeiro, July 15 and 16, and discussed with officials of
the "Banco Nacional da Habitagao" (BNH) the findings of our mission to
Brazil.

2s The main objective of the mission in Sao Paulo was to pre-nego-
tiate the transfer of the Bank loans 757 and 758-BR to the "Companhia
de Saneamento Bésico do Estado de Sao Paulo" (SABESP). With the dis-
establishment of SAEC and SANESP in June 1973, the respective borrowers
for Loans 757 and 758-BR, and their consolidation with other Sao Paulo
State utilities into SABESP, it is necessery that the Bank enter into
supplemental agreements with SABESP, the Federal Government and the State
of Sao Paulo. With this in view, we discussed with SABESP'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 with COMAG the status guo of the
conditions of effectiveness of Loan 1009-BR. We paid particular atten-
tion to the conditions (d) and (e) (Article X of the Loan Agreement)
requiring that COMAG employ management anc engineering consultants, on
terms and conditions satisfactory to the Pank, and that qualified per-
sonnel be hired in the "Orgao Tecnico" for carrying out the PLANASA
program in Minas Gerais State.

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

L. The "shaping-up" of SABESP has been 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 improvement on the former and

Bl e L s pt cne Bl pe o S ]



Mr. John M. Kalbermatten -2 - July 18, 1974

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.

Se 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 end of this month at the latest.

6. An issue in renegotiating the loans 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 expenditurss 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 would remain unwithdrawn after
completion of the SAEC project.

Ts The low percentage of disbursement (14%) for SANESP has strained

in the past our relations with the company which has claimed that we have
been putting a lot of burdens on the compeay, such as procurement by inter-
national competitive bidding, in return for 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 SANESP's works be increased, and the same percent-
age of local and civil works expenditures be 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 Bank 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 Project

9. The condition (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 management assistance, and is about

to contract with a Brazilian firm, PLANIDRO for technical services. We
reviewed the terms of reference of these firms and found them satisfactory.
Both firms can be accepted by the Bank.




Mr. Jomm M. Kalbermatten -3 - July 18, 1974

10. We visited the "Orgao Técnico" in Belo Horizonte, represented
by the regional office of the "Departamento Nacional de Obras Sanita-
rias" (DNOS) in Minas Gerais State. The DNOS office is relatively well-
organized, but is suffering from budgetary constraints. DNOS is nego-
tiating a new contract with BNH for incressing 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 considered as fulfilled.

5 O COMAG's financial situation as of May 31, 1974 was good. The
financial department is well-organized, but the technical division is
still weak. We reviewed four subprojects to be financed with the loan
proceeds and found their preparation very deficient. However, we think
that the consultants (PLANIDRO) will soon correct 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 confirming our request for
preparation of an investment program and financial forecasts. The Bank
should also authorize SABESP to continue withdrawing the loan proceeds
until November 30, 197L without prior approval of the supplemental agree-
ments (see attachment).

1L. Upon Mr. Costa's return to Washington, a Full Report will be
issued. As part of this report, a draft letter to COMAG will be in-
cluded commenting on the selection and preparation of subprojects by
COMAG.

Attachment

FRodriguez:nq

cc: Messrs: Geli (LCPDR), Skillings (LC2DA), van der Tak (vesvp),
Rovani (PBPDR)(3), Bowron (PAB), Helne (CTR), Cancio (LEG),

Ms. Johnson-Sirleaf (IC2DA), Ms. Steiner (LCPWS), Costa (IGPWS),
Rodriguez (LCPWS), LAC Files, Division Files




ANNEX
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DRAFT LETTER

Loans 757 and 758-BR

General Luiz P. Galvao Carneiro da Cunha
Presidente
Companhia de Saneamento Bfsico 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 staff for the kind cooperation
and courtesies exteéended to Messrs. Rodrfguez 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 our mission explained to
you, this information is needed for drafting the loan assumption
agreement that we intend to discuss with you in Sao Paulo next
September.

In view of the postponement of the renegotiations, we are
prepared to continue disbursements to SABLSP until November 30, 1974
without prior approval of the loan assumpiion agreement. However,

we attach the greatest importance to promptly renegotiating the exist-

ing agreements with SABESP, and hope to be able to conclude supple=
mental agreements with SABESP, the Federal Government and the State
of Sao Paulo before November 30, 197L.

Sincerely yours,

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

Regional Office
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LOAN 758-BR July 17, 1974

General Luiz P. Galvao Carneiro da Cunha

Presidente

Companhia de Saneamento Bésico do
Estado de Sao Paulo - SABESP

Rua Costa Carvalho, 300

Pinheiros, Sao Paulo, Brazil

RE: Sao Paulo Pollution Control Project

Dear General Carneiro da Cunha:
L
We have received your letter of June 17, 197k together with
the enclosures referring to the contract documents for the civil works
construction of Ribeirao Una and River Talagupeba Sewage Pumping Stations
of the Mogi-Suzano System.

to Etesco S/A Comercio e Construcoes and Sociedade Construtora Helen®
& Fonseca S. A. Expenditures on these contracts will be financed under
Category II of Schedule 1 of Loan 758-BR.

Sincerely yours,

John M. Kalbermatten
Chief, Water Supply & Sewerage Division
Latin America & Caribbean Regional Office

cc: Mrs. Jolmson-Sirleaf (LC2DA)
Messrs. Helne (with att.)
bermatten

FRodriguez

/
BR-L-30
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companhia de saneamento basico do estado de séo paulo - sabesp

Sao Paulo, 12 de julho de 1.974

}w 7 A, / Z

PRE/630/0915/74-SABESP-C _=/,-;
// A 1. _,, /

Mr. John Kalbermatten S
Chief, Water Supply Section 5 %0 JH(/F/C
Public Utilities Projects Division '
Latin America and the Caribbean Regional Office s
International Bank for Reconstruction and DeveIOpment 7 L—* el
1818 H. Street, N.W, - Washington, D.C. 20433

H.8.4.

Ref.: Programa de Controle de Poluicao de
Sao Paulo - Contrato de Emprestimo -
758-BR de 21 de junho de 1971,

Prezado Senhor

Esta empresa pretende cumprir o mais ra_._pida.mente possi'vel 0 programa da
la. Etaps;t de Obras de Controle de Poluicao de Sao Paulo, objeto do Contrato
de Emprestimo 758-BR firmado com esse Banco.

Para tanto, a SABESP tenciona contratar 1med1atamente as obras do intercep
tor da margem esquerda do baixo Tamanduatel que se desenvolve desde a es
tagao de tratamento do ABC até a confluencia Tamanduatei- Tlete numa ex-
tensao de 9.500 m aproximados.

g £ z Gl
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 precaucoes especiais na selecao das firmas executan-
tes.

Conforme entendimentos havidos anteriormente, esse Banco aprovou a reali-
zagao de licitag:éo nacional para a constru950 do interceptor do baixo Tamandua
tei, fato informado pela carta de 30 de marg¢o de 1973, do Diretor Gunter K,
Wiese, Country Programs Department, Latin America and Caribbean Regional
Office.

Considerando-se esses fatos, propomos que sejam automatmamente qualifica-
das para participarem de tomadas de preg¢o destinadas a execucao do referido
interceptor, as firmas que vem executando, a igteiro contento, outros contra-
tos do programa financiado por esse Banco.

rua costa carvalho, 300-tel. 211-891
cep: 05428-cx. postal. 30546-pinheiros-sao paulo
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companhia de saneamento basico do estado de s&o paulo - sabesp

Com essa medida que propomos a consideracao de Vossa Senhoria, tornar-

se-a possivel acelerar o programa, objetivo que vem sendo preocupagﬁo -
constante desta Companhia.

Informamos, ainda, que o assunto em causa jé. foi objeto de exposigio ao
Eng? Fritz Rocriguez na missao de julho de 1974, com vistas a um perfeito
esclarecimento da indicagao e oportunidade de nossa proposicao.

Atenciosamente

A ILAA loz

A o .p-(‘A’\ ‘J. e

Luiz Phelipp{?/carneiro da Cunha
residente

rua costa carvalho, 300-tel.. 211-891
cep: 05428-cx. postal. 30546-pinheiros-sao paulo

B |
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Toans 757, 753-IR June 27, 127L

Hr., Athayde Hosa
Director -~ SATESP
Cx. Postal 3810
Sao Paulo, Braz

Dear Mr, Rosa:

I acknowledge, with thanks, receipt of the documents you
sent to Mr. Rene Costa on June 5, 197L.

Should we have any comment on the information received,

we will let you know in the near future.

Very truly yours,

(signed) Alfonsc Zavala
(for) John M, Kalbermatten
Chief, Water Supply and Sewerage Division
Latin America and the Caribbean Regional Office
ce: Mr. Kanchuger (LC2DA)
CONTROL . NO. ER-L-25

i
LZavé :clh
,/'/ )
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Form No. 27 ‘/r"\h&_q ?1 — .i - T :;; r_ S
(3-70) . ¢ L Bnn
INTERNATIOMNAL DEVELGPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECOMSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO: FELIPE GALVAO DATE: JUNE 21, 197L
' CIA SABESP
SAO PAULO CLASS OF -
SERVICE: FR |~
i
COUNTRY: BRAZIL
TEXT: -
Cable No.:

MISSION COSTA RODRIGUEZ WILL ARRIVE SAO PAULO JULY SEVEN TO PREPARE

RENEGOTIATIONS LOAN 757-758-ER STOP PLEASE PREPARE DOCUMENTATION

el

REQUESTED IN MY CABLE OF MAY 31 1572 STOP REGARDS

C_Q:;T

- *

-

INTBAFRAD

NOT TO BE TRANSMITTED 5

AUTHCRIZED 8Y:  John M. Kalbermatten, Chief

Watter Supply & Sewerage Div.

NAME Lat. im. & Caribbean Reg. Office

DEPT.

|

SIGNATURE %ﬁ%ﬁwﬂ - §:4

IS:GNRTU.RE COF INDIVIDUAL AUTHCRIZED TO AFPPROVE)
REFERENE
Fd

ORIGINAL (File Copy)

CLEARANCES AND COPY DISTRIBUTION:

RCostasld

For Use By Communications Section

AT
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¥r. Leopoldo Canclo, Serior Counsel Jure 19, 157k
Legal Department '
Edilberto L. Segura, Loen Officer, LAC IT

BRAZIY. - Toans 757-FR, 758-E2 and 1009-ER

fy ON

In accordance with our conversation yesterday, we would like

& lawyer from your Department to accompany, for a few days, the Water
Supply and Sewerags Misslon headed by Nr, Costa which will visit Brazil
irom July 1 for about two weeks, You mentioned to us the possibility °
that Mr, Carvelho, who will be in Brazil at that tine, might be able to
Join the mission. The purposs of the lawyer's visit would be to review
with the mission the required chanoes in the Loan Apreements for Loans
757-ER and 758-3R, resulting from thae merger of the Superintendencis

de Aguas e Esgrotos da Capital with Cia. Met. de Saneamento de Sao
Paulo. He would also review the progress made by the Irazilians re-
garding the Conditions of Eifectiveness for Loan 100)-IR to the Banco
Hacional de Habitacas, especially paragraphs (a), (b) and (¢) of
‘Section 10.01 and Section 10.02 of the Loan Agreement. Attached is

& copy of Messrs. Costa's and Hodriguez' Terms of Reference,

Rtachmnt

Cleared with and cc: Vessrs, Ealbemtten,' Tivision Ch.'ief, LCPW3
Costs, Financisal Analyst, LCFWS

ELSeguranev
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RUCTICN AND DEV

MEMORANDUM

RO

TC: Messrs. R. Costa (FNA, LCPWS) and DATE: June 19, 197u
T ?:r:..i;':;/g.‘:'as (EGR, LCPWs) \/ Q ) 15 %
s a 4 Pt . ~ - \ ./ e !
Joim M. Kalbermzizén (Chief, LCZ8) Lo o
!

SUBJECT: 5p

iy and Sewerage Project

Y,

4
1
3

upply and Pollution Conrirol Project

1.

feasibi]

partly finsnced with
the selects

1o S:
Loan Agreements
to the

o July 7

loans

preceed ¥

to be taken to

Minas Gerzis Water

ity studies-aire

sl

—f

e in Belec Herizonte -on July
iz Min de Aguas e Esgostoes
leted orie of the subproj
i nds of the Bark losn, &nd progr
£ penagement and technd cnsultants: Yeu sl
Paulo to study the ch required in the S
for Lecans 757-52 aad 7 {or the transier
w 530 Fzuvlo Siate wWater Company (SAEZSF). TYou sho
to discuss with EFanco Nacicnzl de Fabitzczao (ENH
irprove the Crgao lecnico's (C.T.) performance .
Supoly end Sewsrage Froject

2.

In Belo Horizonte, ycu should in particular:
. 3 r

(a)

(v)
(c)
(d)

(e)

(£)

(2)
(h)

AL A - 3y o =y ey o *
CoMAG's managersent the hiring ol rmanagemenv

discuss wiih g
consuitants (Cendition of Effectiveness

and techniczl

iy

review with COMAG the status of preparatiug of suborojecis;

review COMiG's financial results as of May 31, 197k;

evalvate progress made by COMAG in entering into
Concessionary Agrecments with the municipalities of
the State, in particular those with subprojects to
be financed by ths Eank; . :

review COMAG's contractual arrangements with
cormercial auditors;

the
the

check progress made by COMAG in the preparation of
motivation compaign referred to in Section 4.07 of
Loan Agreement;

review COMAG's training program; and,

pay a short visit to the 0.T. in Kinas Gerais.



Messrs. Re Costa and ‘ | .
F. Rodriguesz -2 - June 19, 197k

. In Rio, Mr. R. Costa togsther with Mr. F. Redrisuez should in
particu"ar review the measures taken by ENH to improve the RH O.T.'s
perforrance in Minas Gsrais (Corda.v_u... of Effectiveness). Yoa should also
study the prosress made by PAHO in the executicn of their management

assistance to ENH, and discuss with our Borrcwer the preparation of Eank
progress reports.

~y s
= d
e

Sac Pavlo Water Sunply zné Polluticn Control Proiccts

L. In Sac Paulo, ycu should in particviar: i
(2) obtain the finzncial, teclinical and legal infcrmation
needed for the preparaticn of suoplermental agreements
with SABZEP, especially regardin 5 the required modificaticn
of the rate of rsturn covenants to ccnform with the new
organizaticng )
f (b} review prosress in tha project evaluation;

(c) evaluate SABESP's ocrgznizatien; and

(@) discuss '.r*‘th EZ.'}I'S represent
SAEESP's management. an ad ho
for the prouect’.

atives in Sao Paulo and
¢ system of informaticn

5e You should stay about two weeks in Frazil. On *four return, you
should prepare the usval Back-to-Cffice and/or rull Re‘ﬁor,. In your

report you should particularly recormend subsequent steps for renegotiations
of the Sao Paulo loans.

Cleared with and cc: Mr. Segura (LC2DA)

cc: Messrs. Perez (LCNVP), . ’-c!.]_'lmg_,s (2) (Lc2DA), Geli (LCPDR), Kalbermatten (.,PP‘.;.:),
Costa (LCFWS), Rodriguez (LCPWS), van der Tak (3) (vesvp),
Rovani (PEPDR) (5), Street (PAB), Cancio (ILEG ), Helne (CTR),
J.D. Elliott (CTR), Armstreng (VPSVP), Ms. Steiner (LCF: 75),
LAC Files (L), DJ.VISJ.OII F+les »

RCostassaf o
IBRD :
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companhia de saneamento basico do estado de sao paulo - sabesp

June 17, 1974, |

PRE/617/0866/74-SABESP-C .. iec Received.____ ,__c’_—_§7_ S/ %
Date Aol-p wledged éﬁ_.«{ﬁ %‘L’/’ /7
Mr. John M, Kalbermatten
Chief, Water Supply Section Assiguec to. . T 1 /K//_/(’ y |
Public Utilities Projects Division |
Latin America and the Caribbean Regional Offfce~----- - ‘
\

International Bank for Reconstruction and Development A5 27— 2 e »
1818 H Street, NNW.  TTTTTTTEmmees KL/ -

Washington, D.C, 20433

U.S. A,
Re. : International Competitive Bidding
CSACP-02/74 - SABESP,
Contract N? 758 - BR.
Dear Sir: Ju

t;& l?
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 Construcoes 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 N? 758 - BR.

7 Yours very sincerely

7
Luiz Phellppe (%rnelro da Cunha

Presidente

enc. ~qualification report
-award report
-proposals

rua costa carvalho, 300-tel. 211-891
cep: 05429-cx. postal: 30546-pinheiros-sao paulo
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companhia de saneamento basico do estado de sdo paulo - sabesp

June 17 19747; /47__”_/77

Date Rect

Mr, John M. Kalbermatten o &
Chief, Water Supply Section Date & )

Public Utilities Projects Division J— J””f/"/’g/-é"
Latin America and the Caribbean Regionaigf ice S
International Bank for Reconstruction and Development-——""~

PRE/615/0864/74-SABESP-C

1818 H Street, N, W, ;ﬁ*::— P B
Washington, D,C. 20433 el
U. S. Ac

Re. : Mogi-Suzano System Pumping Station.
Contract N? 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 N? 758 - BR.

Yours very sincerely

Luiz Phehppe %armexro da Cunha

Presidente

copy of the invitation to bid
designs

proposals

report of the Commission
contract

enc,

rua costa carvalho, 300-tel. 211-891
cep: 05429-cx. postal. 30546-pinheiros-sao paulo
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companhia de saneamento basico do estado de sao paulo - sabesp

June 17, 1974,
PRE/616,/0865/74-SABESP-C Date Received._ ’__"_-_-_-__'_7__1_{[_?7_‘

o]
e
o
T
]
O
d
[
L

Mr. John M, Kalbermatten -
Ch1ef_‘, Weter: Supply_ Sechor_l T TR / /"_/\ __________
Public Utilities Projects Division

Latin America and the Caribbean Regional Office
International Bank for Reconstruction and Development

1818 H Street. N. W, L BALY — TS
Washington , D.C. 20433
UO S- A.

Re.: Mogi-Suzano System Pumping Station.
Contract N? 758 - BR.

Dear Sir: ,{ Jia (o k
We enc%se 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 N? 758 - BR.

Yours very sincerely

Luiz Phehppe%c‘arnewo da Cunha

Presidente

copy of the invitation to bid
designs

proposals

report of the Commission
contract

enc.

rua costa carvalho, 300-tel.. 211-891
cep: 056429-cx. postal: 30546-pinheiros-sao paulo

e s ——
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Companhia de Saneamento Basico do Estado
de Saoc Paulo -~ SABESP

Avenida Paulista, 1776, 21° andar

01310 8ac Paulo, Brazil

Attn: Mr. &ﬂgda Iot_a‘ Manager

Re: Ioan No. 758 BR

Gentlemen:

We refer to your letter numbered F.1893-G.3588 dated May 20, 197L.
The amount of Deutsche mark 11,489.00 credited to your Loan Account was,
indeed, a duplicate payment of interest to us by the Commerzbank AG,
Frankfurt. We have refunded this amount to them and subsequemtly debited
your Loan Account on April L, 197h.

We trust this matter is now clarified.

724N

Hywel M. Davies
Chief, Accounting Division
Controller's Department

cc: Messrs. Davies/Gray, Kenney & Davis
File: Loan Statement Folder 758 BR
EBalagot/ea
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companhia de saneamento basico do estado de sao paulo - sabesp

Sao Paulo, 05 de junho de 1.574.
F.2036 - (6.3509

Ilmo. Sr. /

Or. René Costa

Projects LAC - Water Division
1818 - "H" Street N.W.
washington - 0.C. 20 433

135 A h

Réf,:~ Contratos n%s, 757 e 758-F3.,

-
Prezado Senhor,

~r
Prass C”uiﬂuD & entrega cde documentos solicitados por V,.Sa., por ocasido de
reuniao realizada em nossos escritorios no Ultimo dia 19 de fevereiro, esta
mos lhe enviando, em anexo, &as seguintes 1rforwugaes'

> -— g - - 3 3 - - 3 b
a) Copia do vonvenio, com o0 objetivo de fixar condigoes para a realizagao
do Programa de Abastecimento de Agua do Estado de Sao Paulo;
b) Codpia do Convenio, com o objetivo de Tixar condi;Ees para a reallzayéa
da p“O““nﬁu Integrado de Controle de Polulguo das Aguas através ca exe

cugaa de sistemas de esgotos sanitarios e de seu adequado destino flﬂa¢
em cidades do Estado ce Sao Paulo;

c) Copia do Balango Geral em 31.12,73;
d) Relagao de contratos de Consultoria e Projetistas;
e) Posigao dos empréstimos da SABESP, incluindo os contratos da Companhia

de Saneamento da Baixada Santista.

No que diz respeito aos dados adicionais, 05 mesmos ser-lhe-zo enviados tao
logo estejam disponiveis.

Sendo o que se nos apresenta, aproveitamos a oportunidade para rejterar nos
sos protestos de estima e consideragao.

Diretor

Urigiﬁél'idilj}:r 'FTf éﬂ 77‘
| ‘ L L
% ? D&t@: Ccm__ﬂl +Co '.i;;:l::;. .lf"\

7t UM« 0 s Section




(3-70)

V/E‘_} SAT ." . I‘ <

o Thoim No. 27 '

INTERWNATIONAL DEVELOPMENT INTERNATIONAL BANE

FOR ' INTERNATI

WAL FINAMNCE

_‘ . _A_Ei)‘:_'.i”._im_q_ o | - RECONSTRUCTION AND. LEVELOPMENT | CORFORATION
. PAGE ONE QUTGOING WIRE |
TO: ATHAYDE ROSA DATE: MAY 31 197L
CIASARESP CLASS OF
SAO PAULO s e

1
COUNTRY: BRAZIL ‘

TEXT:
Cable No.:

WE ARE MATLING YOU KALBERMATTEN LETTER STOP LETTER REFERS TO DATA
. REQUESTED BY OUR FEBRUARY MISSION AND DISCUSSED WITH SABESP MANAGEMENT
AND SECRETARY OF PUBLIC WORKS STOP DATA REQUESTED IS PREREQUISITE FOR
LOAN RENEGOTIATION AND IS AS FOLLOWS PRIMERO SABESP PROGRAM OF WORK FOR
NINETEEN SEVENTYFOUR TO NINETEEN EIGHTY PERIOD WHICH WILL CONSOLIDATE
FORMER SAEC COMMA COMASP COMMA SANESP COMMA SANEVALLE COMMA SBS AND FESB
PROGRAMS SEGUNDO DESCRIPTIION OF MODIFICATIONS THAT HAVE BEEN MADE IN

PREVIOUS PROGRAMS IN ACCORDANCE WITH PLANASA-SP AGREEMENT OBJECTIVES

TERCEIRO FINANCIAL PROJECTIONS OF SABESP INCLUDING INCOME AND CASH FLOW
STATEMENTS QUARTO DESCRIPTION SABESP ORGANIZATION COMMA INCLUDING PROPOSED
ACCOUNTING SYSTEM COMMA COST CONTROL COMMA BUDGETARY CONTROL COMMA DATA
PROCESSING AND INTERNAL AUDIT SYSTEMS STOP SABESP ANALYSIS OF REQUIREMENTS
FOR CONSULTANTS STOP PROPOSE BANK MISSION COSTA/RODRIGUEZ VISIT SAO PAULO

BEGINNING OF JULY AND REVIEW FOREGOING INFORMATION AND PROJECT PROGRESS STOP

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIB‘:’HON:
) - . Cleared with and cc: Mr. Kanchuger
NAME Rene Costa, Acting Division Chief
Water Suprly & Sewerage Division
DEPT. Latin America & Caribbean Regional Office
SIGNATURE ____
(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
REFERENCE: BR.-h-g]_ For Use By Communicaii':-r._s Seclion
RCostaisaf )
IERD ' ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form)

Checked for Dispatch: _




. 27
ll i-i::ljz'jl-lnlli_ll{M DEVELOPMENT t INTERNATIONAL BANE rOR INTERMATIONAL TINANCE
ASSOCIATION \ RECONSTRUCTION AND DEV: IOPMENT CORPORATION
PA(:E '1“.:0 - Cd\"J‘INUE O U T C- M! G "JI £
TO: ATHAYDE ROSA DATE: MAY 31, 197k
- CIASABESP CLASS OF 1,7
SERVICE:
:" SAO PAULO
I" COUNTRY: BRAZIL
."! TEXT: !
/ Cable No.: '
/ E
LOAN NEGOTIATION COULD TAKE PLACE IN WASHINGION OR SAO PAULO '
1
. SUBSEQUENT FOREMENTIONED REVIEW ;
REGARDS |
? i
COSTA
INTBAFRAD

T —————

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBWTION:

o " Cleared with and cc: Mr. Kanchuger
NAME Rene Costa, Acting Division Chief '

Water Supply & Sewerage Division

DEPT. Latin America & C bbeanhRng.onal Office
SIGNATURE N~ "":-" A P‘\ﬁ;\p« W —

9’4 ré»funr aF |NDI\H£}UAL AUTHORIZED TO AFPPROVE)
yiis e ———

REFERENCE: For Use By Communncanans Section

RCostassaf — \=

IBRD :JR“}" . \ /
IGINAL {File Copy) = - [




Ferm No. 27

| Vi 1

INTERMATIONAL BANK FOR == ' INTERNATIONAL FINANCE

| (3-70)
INTERNATIONAL DEVELOPMENT
ASSOCIATION ‘ RECONSTRUCTION AND LEVELOPMENT ‘ CORFORATION
‘ CUTGOING WIRE
TO:  ATHAYDE ROSA DATE:  MAY 30, 197L
CIASABISP _ )
SAO PAULO, SP CLASS OF e il
SERVICE: LT / / & /
COUNTRY: BRAZIL
TEXT:

Cable No.:

REFERENCE LOANS 757 AND 758 STOP PAYMENTS RECEIVED REGARDS

KANCHUGER

INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE ____ {J N = ptadl il .
. ISIGNATURE OF INDIVIDUAL AL}THORIZED TO AFPROVE!

| REFERENCE:

CLEARANCES AND COPY DiSTR‘i.l;-U'IION:

cc: Mr. Kafka, Executive Director, IWF
Robert Kanchuger Ms. Cardash, Controller's
- Fr. Rodriguez, Procurement Officer
‘ - o 3 i ficex
Latin Americg and Caribbean LCFWS i
I / . : " g
7l g et A Mr. Costa, Financial Analyst, LOFWS

PRERERY

For Use By Comniisliias Seciom—s

RKanchuger:glw

ORIGINAL (File Cepy)




A1 L A ey

ITT30 MAY 29 1974 VIA ITT LORLD COMMUSICATICHS,

INCOMING CABLE l/ x
7CZC A%A275 VIA ITT NUI289 TPX652 ALP955 151301 201000874
UIRA CO BRSP G37

SAOPAMLD  JT435 29 1255
Distribution: Mr. Kalbarmatten

MAY 29 1974 Mr. Skillings
Date Received_——-- ‘I_/';......_r.._.._.._........'..'...'..."
=~ 4 ¥ Es "y e o T - 'L_,_ _..-'- | L 1,4}"_
INTBAFRAD MR KALBERMATTEN paee Acknowledged.. A___/_‘T____J/;ﬂ_f_,__, o/
R BHAE '/
l-AOHIt‘iGTONDCU\)A Assigll\?d Rl s e e e ———

.[JEVIUC FUSAOQ OCORRIDA SASESP VG HAO ENCONTRAMOS SCLICITACAO MR
KALBERMATTEN VG ATRAVES CARTA PRIMEIRO ABRIL PT SOLICITAMOS ENVIAR |
< wOPIA PARA UNIDADE ECONOMICO-FINANCEIRA AVENIDA PAULISTA 1776

21 ANDAR PT SAUDACOES

SABESP. ATHAYDE ROSA
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cornpdmia de saneamento basico do e«‘w de sad pauo - sabesp
Sao Paulo, 27 de meaio de 1874, B ;
F,1854 - G.37189 )
L
N Ilmo. Sr.
Peter J. Prudence
Disbursements Division
International Bank for Reconstruction and Developmsant
1818 H. Street, N.W. )
Washington, C.C. 20433
U.S:8. 2
Prezado Senhor Prudence,
S REF.: Assinaturas autorizedes
Em virtude do desligamanto dasta Ccmpanhie dos Diretores JOAD
MOREIRA GAFEEZ FILHO e “PﬁZ JULIANO e & consacuente elzigéo ,
para sous cargos, strav das hesemblelas rais Extrasrdina-
. rias de 28/02/74 e 3’1/0 /74. dos Srs. JOST CHIARA e DSCAR
FELOHEND LOTITO0, respectivsmante, salidft:.:gﬂggfgtxtyiraa as
sinaturas auviorizadas a ass;na ram os "Withdrawal Applica-
fYén, , gos dsic primeiros pela dos dols U 2!
Caguem akaixo os nomes assinaturas, devizZarente sutentica -
das por Notircio ;cl;ca Gficial de Cidade de £éo Paulo.
~ RS ‘ %
N ;,,,/._.,___,.. = QQ .
; A RS I e : &
_;;;,‘:..4_"" HIARA ';/ \E‘\
Q38 e, Dirstor Q
R - s

‘dSCAR FELOMEND
Dirsetor

Aproveitzmos pare anexar a esta copias das Atzs das
20/04/74:

bléiaes Gerais Extraordinaries de

Sende ¢ gue tinhamos a informar,
considaregac.

anr lVﬁTh%

TAMLL TN -\l £ vap
R “31 l-L:!

."’-"1"".
4

AR R
Cas E.0oeTTIaS St

ria Pegas B verky

.M'I IND RO M PEANTES
- bacreventos Aotarissdnt =

L

18 Cépias xerogrifices.

75<411£14f)x¢a

Los

LOTITG

23/02/74 s

'UbSCTEVEﬁD'nD'

Oirstor-Preg

\S“
Assem=

com estima e

/.‘,c-/, % v( /th\, ,{?L%

h&l"‘}/Cu1an Ca;yO'ﬁn da Cunhs

rdeute
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companhia de saneamento basico do estado de sao paulo - sabesp
Sédo Paulo, 27 de maio de 1974. L.,,.

Fal953 = B.3718
‘ Bhz 77
Ay i

Ilmo. Sr. \/“-" ‘ 75%
GUNTER K. WIESE 3
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
U.S.HI

Prezado Senhor,

REF.: Contratos n®s. 757 e 758-BR

Como ja é do conhecimento de V.Sa. a Companhia de Saneamento
Basico do Estado de Sdo Paulo - SABESP, sucedeu nos direitos
e obrigagdes & Superintendéncia de Agua e Esgotos da Capital
- SAEC e a Companhia Metropolitana de Saneamento de Sao Pau-
lo - SANESP, as quais mantinham os contratos de financiamen
tos acima referenciados com esse Banco.

Em consequencia desse fato, todos os setores que tratavam de
assuntos contébeis,econumicos e financeiros das antigas Com-
panhias foram agrupados em uma inica Unidade, a Diretoria
Economico-Financeira da SABESP.

Portanto, toda correspondencia desse Banco para com a SABESP,
versando sobre assuntos Tinanceiros e contébeis, deverao, a
partir do recebimento desta, serem dirigidas a:

COMPANHIA DE SANEAMENTO BASICO DO ESTADO DE SAD PAULD -SABESP
ATT. ATHAYDE ROSA

Avenida Paulista, 1776 - 21°% andar

01310 - SA0 PAULO - BRASIL

Sem outro particular, subscrevemo-nos com estima e conmgidera
gao. o

v

#
’ 2
Htenclosamej} 5

. 2

_Athsfde Rosa

I 5
{d@} preg
AT/ mtp. {117 ()
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Sao Paulo, 27 de maio de 1974.
F.1954 - G.37189

Ilmo. Sr.

Peter J. Prudence

Disbursements Division

International Bank for Reconstruction and Development
1818 H. Strest, N.W.

Washington, D.C. 20433

UaS<As

Prezado Senhor Prudence,

REF.: Assinaturas autorizadas

Em virtude do desligamento desta Companhla dos Diretores JoAD
MOREIRA GARCEZ FILHO e BRAZ JULIAND e a consequente eleigéo ,
para seus cargos, através das Assemblélas Gerails Extraordina-
rias de 28/02/74 e 30/04/74, dos Srs. JOSE CHIARA e 0SCAR
FELOMENO LOTITO, respectivamente, solicitamos substituirem as
assinaturas autorizadas & assinarem os "Withdrawal Applica-
tions", dos dois primeiros pela dos dois Gltimos.

Segmem abaixo os nomes e assinaturas, devidamente autentica -

das por N o Piblico Oficial da Cidade de Sao Paulo. {b
o
bii]§§[§§§F* ,gﬁqﬁ :
W

CHIARA

F] Ve
Hatpa Diretor
a, O
¢ ‘s
o 2 ‘bﬁm-’
SCAR FELOMEND LOTITO
Diretor
Aproveltamos para anexar a esta copias das Atas das Assem-

bléias Gerals Extraordinarias de 28/02/74 e 30/04/74.

Sendo o que tinhamos a informar, subscrevemo-nos com estima e
consideragao.

L r— ) n Lo 0 TAS 4
POR FIRMA b ; K/
oo R0 bl e
R&_ww{ ‘l o “Pheli Galuaa Car o da Cunha
b5t “m_h:frg/- Diretor-Pre g
> omn 1§ L2
i the ¢y falr
»oa Lo g8t
dos £irartias se
wetha
e Pagos 0/ ESPIDITO B Ztih\ COSIA
ALTIND ROUIM ARANTES
= Escraventss Aulpiisedos =

;}EXUS:~ 18 Cdplas xerograficas.



Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT
ASSOCIATION

‘V ',
B NK FOR=
RECONSTRUCTION AML OEVELOPMENT

INTERMNATIONAL

INTERNAT, S0 AL THIANCE
1 CORFORATION

TO:

COUNTRY:

TEXT:
Cable No.:

ATHAYDE ROSA DATE:  1AY 23, 197L
CIASABESP
SAO PAULO, SP CLASS OF

SERVICE: LT

BRAZIL

W

FOLLOWING CABLE SENT SABESP PRESIDENT MAY THIRTEEN QUOTE REFERENCE

LOANS 757-BR FOR WATER SUPPLY PROJECT AND 758-BR FOR POLLUTION

CONTROL PROJECT AND OUR LETTER MARCH TWENTY STOP PAYMENTS LIBYAN

DINARS 379.060 AND 517.530 RESPECTIVELY REQUESTED MAY ONE NOT YET

RECEIVED SIOP PLEASE ADVISE STATUS UNQUOTE STOP WE HAVE NOT RECEIVED

REPLY STOP PLEASE ADVISE IF CABLE RECEIVED REGARDS

KANCHUGER

INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE

Robert Kanchuger

Latin America and Caribbean
e ‘_.Y' I .’ P

o gl

REFERENCE:

RKanchuger:glw

(SIGNATUFE OF INDIVIDUAL AUTHORIZED TO AFPROVE'

CLEARANCES AND COPY DISTRIBUTION-
cc: Messrs. Kafka, Executive Director, IMF

Bararia, Treasurer's
Crausway, Coitroller's
Rodriguez, LCFWS
Costa, LCPWS

r

For Use By Communjfa.ions Seclion

MDICIA AL (B la & aeas)




Loan 757-BR Mey 22, 1974

Ing. Iuiz Avgusto do Lima Pontes
Swperdentendsnta do Flanejanento
e Controle
Compannis da Cansananto Bésico
do iIstedo de fao Faulo - SARESP
Fua Rizchuele, 115 = 11 andar
01007, Cav Paulo, Brazil

Res Sap Pavlo Vater Svpply Project
Pid llo. COL/T3

Dear ng. Lina Pontes:

Thanle you for your lotter of lay 9, 197L, enclosing a copy of your
evaluation report en the bids roceived for the swpply of pipes, fitlings
end veiven.

After having roviswad tha repord, 1 wish to inform you that the

o

Bank hap no chjeciion to your auard ofs

Oroup No. 1 to Companiia Forro Brasileiro for a valug of
Cr530,667,276. 753

Corowp loe 2  to Componhia Metalflirgica Barbari for & cost of
P B T o by
£ c‘:.'if;,cl;p,:);to.ﬁffi and,

Group Hoe 3 o Hassnoilan 78lwvlas ¢ Tgulpe Lidas for a value of
CI‘;.'?. 2,65'&: L'je

Sincerely,

Joln M. Xalbermabtien
Chis?, later Swuypply end Ceuwcrage IMvision
o)

Latin America and the Caribbean Feogional Cffice

ces: Hesars, Xauchuver
l:ﬂl’q:;’:l":’.‘!:}.{}i&r’/ ‘

Myision riles and LAC
CONTRAL HoSe PR~li=17 and 18

FRodriguessucy




Pranh - doen 157+ Glaos
P ianih» Mo V5% - G
Companhia de Saneamento Bdasico de Estado de SGo Paulo - SABESP
COORDENADORIA DE DISTRIBUIGCAO E COLETA

4

SABESP/CDC - DSPC 015 E/74

Sao Paulo, 22 de maio de 1 974

Ilmo. Sr. ) ©
JOHN KALBERMATTEN -

International Bank for 3 # /~:—-wﬂ/
Reconstruction and Development
. 1818 H Street, N.W.
WASHINGTON, DC 20433 . e 2 /_*7;_}-
: - Date Rece vEdoomo o atemcmcm e
U.SIA. = ) J J 'J
Pate Aew-~=vs2-ed . ALl _ll- R
ol 7 y Irr i \z’ ff
Assigned too..cacmaibadoooiotosmem-
Prezado Senhor: e
!" 7 r . Y b

Juntamente com a presente, estamos enviando a
V.Sa. o relatorio das atividades desenvolvidas pela Coordenadoria

. de Distribuigao e Coleta da SABESP, durante o mes de fevereiro de

T 1 974.

Sendo o que se apresenta no momento, aprovei-

tamos a oportunidade para reiterar votos de estima e consideragao.

////
Eng? Luiz Auglisto de Lima Pontes

Superintendente de
Planejamento e Controle

L
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companhia de sanezmento basico do estado de s30 pauio - sabe
i ! f

Sao Paulo, 27 de maioc de 1974.
F.1953 - G.3718

1lmo. Sr.

GUNTER K. WIESE

Director Country Programs Department

Latin America and Caribbean - Regional Office.
International Bank for Reconstru<tion and Development
1818 H. Strset, N.W.

Washington, D.C. 20433

U8 8.

Prezado Senheor,

REF.: Contratos n®s. 757 & 758-BR

Como ja € do conhecimento de V.Sa. a Companhia de Saneamento
Basico do Estadoc de S3o Paulo - SABESP, sucedeu nos direitos
@ obrigagoes a Superintendéncia de Agua e Esgotos da Capital
- SAEC e a Companhia Metropolitana de Saneamento de Sao Pau-
lo - SANESP, as quais mantinham os czr+ratos de Financiameg
tos acima referenciados com esse Benco.

Em consequencia desse fato, todos os setores gque tratavam de
assuntos contébeis,ecunomicos e financeiros das antigas Com-
panhias foram agrupados em uma dnica Unidade, a Diretorisa
Economico-Financeira da SABESP.

Portanto, toda correspondencia desse Banco para com a SABESP,
versando sobre assuntos financeiros e contdbeis, deverdo, a
partir do recebimento desta, serem dirigidas 3:

COMPANHIA DE SANEAMENTO BASICO DO ESTADO DE SAO PAULO -SABESP

ATT. ATHAYDE ROSA

Avenida Paulista, 1776 - 219 andar

0131C - SAO0 PAULO - BRASIL /

Sem outro particular, subscrevemo-nos com estima e considera
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C«Cs Mr. Bohn M. Kalbermatten _/






companhia de saneamento basico do estado de sdo paulo - sabesp
Sao Paulo, 20 de maio de 1974.
F.1883 - G.3588

/:? 0. . TE6 PO

—

Ilmo. Sr.

HYWEL N. DAVIES

Chief, Accounting Division

Controller's Department

Internantional Bank for Reconstruction and Development
1818 H. Street, N.W.

Washington = DBy 20433 l]'hr‘-r-'r RTT-D
USA . SH
JUN 3 1974
Prezado Senhor Davies: ;
CO% i . do, ©- 1€50|ng
LB.R.D.

Ref,: Contrato de Financiamento
n® 758-BR, assinado em
21708/ 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
amortizagao do contrato acima.

Pela carta desse Banco datada de 3 de abril proximo passado,
cuja cdpia xerografica anexamos, o referido valor foi langa
do em duplicata, uma vez como pagamento de juros e outra
como amortizagdo e posteriormente estornado esta Gltima.

Diante de duas afirmagoes em desacordo, solicitamos uma de-
finigao para o assunto.

Sem outro particular, subscrevemo-nos com estima e conside-
ragao.

Atenciosamentd,

Diretor

ANEXQO:- 1 cépia xerogréafica.

AT/mtp.
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(3-70)
INTERNATIOMAL DEVELOFMFE™IT INTERNATIONAL BaaK FO??" INTERNAT!IT M) FINANCE
ASSOCIATION | RECOMSTRUCTION AND DEVELOPMENT ) CORIMUPATION
OUTGOING WIRE
TO: ATHAYDYE ROSA DATE: MAY 17, 197k
CIASABESP
SAO PAULO CLASS OF
sErvice: LT

COUNTRY:

TEXT:
Cable No.:

i
BRAZIL k 4 /(

YOUR MAY TWO CABLE NOT RECEIVED STOP WE HAVE RECEIVED YOUR CABLE OF
MAY'%%%ngﬁ IN RESPONSE MR WEISE REPLIED WITH FOLLOWING CABLE DATED
MAY TEN QUOTE AGREE CONTINUATION DISBURSEMENTS UNDER LOANS 757 AND 758
UNTIL AUGUST THIRTYOWE 1974 STOP REQUEST YOU FURNISH INFORMATION
REQUESTED BY MR COSTA DURING FEBRUARY VISIT AND BY MR KALBERMATTEN

IN HIS APRIL ONE LETTER STOP PROVIDING THIS INFORMATION FURNISHED US
BY JUNE ONE BANK PLANS JULY MISSION TO SAO PAULO TO RENEGOTIATE LOAN

AGREEMENTS AND REVIEW PROJECT PROGRESS UNQUOTE REGARDS

KANCHUGER

INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

CLEARANCES AND COPY DISTRIBUTION:

cc? Messrs. Rodriguez, Procurement

Robert Kanchuger Officer, LCPWS

Latin America and Caribbean LCPWS
o LSS
AT S ) A e

55 o - e

SIGNATURE

REFERENCE:

RKanchuger:glw

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO AFPROVE)

Costa, Financial Analyst,

For Use By Communica! ons Section

\ /)

ORIGINAL (File Copy)

Choarkad £ar MNienatrhe




Loan 758<BR May 17, 1974

General Luiz P, Galvao Carneiro da Cunha
Presidente
Companhia de Saneamento Bésico do
Estado de Sao Paulo - SABESP

Rua Costa Carvalho, 300
Pinheires, Sao Paulo cpe 05429
BRAZIL

Re: Sao Paulo Pollution Control Project
Bid No. CSACP 02/7k

Dear General Carneire da Cunha:t
This will acknowledge your letter of April 25, 197h, with two copies

of the tender documents No. CSACP 02/7k for the civil works construction
of the ABC Sewage Treatment Flant.

We have reviewed the documents and consequently have no objection to
the conditions and technieal specifications that you have set forth for
the contract under bidding.

We noted that the usual price adjustment formula defined by SABESP
in previous bidding documents was changed to conform to the decree No. 3540
recently issued by the State of Sao Paulo. We would appreciate your mailing
us a copy of this decree at your earliest convenience.

Sincerely,

John M. Kalbermatten
Chief, Water Supply and Sewerage Division
Latin America and the Caribbean Regional Office

cc: Messrs, Kanchuger
Kalbermatten
Division Files
LAC Files

CONTROL No L-15
FRodrigue g
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ZCZC AWA324 VIA ITT NUI276 TPX031 ALF203 152708 201000874
UIA CO BRSP 021 ' /

."AOPAULO 21 16 1530

Distribution: Mr. Wiese %ﬂ- L’n 75’}

FAY 16, 197k

INTSAFRAD MR GUNTER K WIESE
WASHINGTONDC

CONFIRME RECEBIMENTO WOSSO TELEX 2 MA10 PT OBSEQUIO RESPONDER VIA
TELEX PT SAUOACOES

A & ~

ATHAYDE ROSA YWY Ka s 40 g L q2
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INTERNATIOMAL DEVELGPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANFE
ASSOCIATION RECONSTRUCTION AND DEVELOPMLNT CORPORATION
OUTGOING WIRE .
7
TO: DATE: MAY 3%, 197h
GENERAL LUIS F, CALVAO CARNEIRO DA CUNHA
PRESIDENTE CLASS OF
COMPANHIA DE SANEAMENTO BASICO DO ESTADO SERVICE: LT
DE SAOQ PAULO -
RUA COSTA CARVAIHO, 300 -~ PINHEIROS
COUNTRY: SAQ PAULO, SP //7
TEXT: BRAZIL
Cable No.:

REFERFNCE LOANS 757-BR FOR WATER SUPPLY PROJECT AND 758-BR FOR
POLLUTION CONTROL PROJECT AND OUR LETTER MARCH TWENTY STOP PAYMENTS
LIBYAN DINARS 379.060 AND 517,530 RESPECTIVELY REQUESTED MAY ONE
NOT YET RECEIVED STOP PLEASE ADVISE STATUS REGARDS

KANCHUGER
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE

Latin America and Caribbean

CLEARANCES AND, COPY DISTRIBUTION:

Robert ¥, Kanchuger cc: Mr, Alexandre Kafka, E.D., IMF

Mr. Bararia, Treasurer's
Mr. Crausway, Controller's

—

N -
- - <

REFERENCE:

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:

(SIGNATURE OF INDI' IDUAL AUTHORIZED TO APPROVE)
j G“JRGOldeI‘f;%ij L. For Use By Commuhications Section

f

ORIGINAL (File Copy) : ‘/
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(3-70)
INTERNATIOMNAL DEVELTFMENT INTERNATIONAL BANK FOR .k_.}:) INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT ™ CORPORATION
OUTGOING WIRE
10
TO: QENERAL LUIZ PHELIPPE GALVAO CARNEIRO DA GUNHA DATE:  MAY 8, 197k
PRESTDENT
CIASABESP CLASS OF
SAO PAULO SERVICE: LT )
; ;}": f},
COUNTRY: paazTr, # §/
TEXT:
Cable No.: AGREE CONTINUATION DISBURSEMENTS UNDER LOANS 757 AND 758 UNTIL AUGUST

THIRTYONE 1974 STOP REQUEST YOU FURNISH INFORMATION REQUESTED BY MR
COSTA DURING FEBRUARY VISIT AND BY MR KALBERMATTEN IN HIS APRIL ONE
LETTER STOP PROVIDING THIS INFORMATION FURNISHED US BY JUNE ONE BANK
PLANS JULY MISSION TO SAO PAULO TO RENEGOTIATE LOAN AGREEMENTS AND
REVIEW PROJECT FROGRESS REGARDS

WIESE

DIRECTOR

COUNTRY PROGRAMS DEPARTMENT

INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: 4 / / ¢ CLEARANCES AND copy pistTriBuTioN:Cleared with and
x,;_/ y cc: Messrs. Skillings, Div. Chief, LAC IT
NAME Gunter K. Wiesé/ ‘/" /’\_7 . Costa, Financial Anahyst,ELCPWS
1/ / / / / / A Carvalho, Legal Department
DEPT. Latin Amerig: féi'gif Caribbean - Helne, Controller's
PR R L
SIGNATURE / B s
(SIGNATURE o/“molwnum_ AUTHORIZED TO AFPPROVE) . B
REFERENCE: - / For Use By Communications Section
RKanchuger:glw - of
ORIGINAL (File Copy) _ 'r

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:

. -
& . 3 e
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FROM:

SUBJECT:

TO:

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

\ el T 1
| OFFICE MEMORANDUM B2\ 12

A
Mr. Gunter K. Wiese, Director, LAC II DATE: May 9, 1974

|'r {'J_
Robert 'Kanchuger, Loan Officer, Brazil Division, LAC II

BRAZIL - Sao Paulo Water Supply and Pollution Control Projects ~--
Loans 757 and 758-BR

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 azreed by letters of January 2,
197, that disbursement be continued to SABESP without the renegotiation
of the loans until April 30, 1974. Ve placed a limit on the period we
intended to continue disbursements without a renegotiation of the loans
because several of the clauses in the old agreements, particularly the
financial covenants and management provisions, had been rendered unclear
or meaningless by the disappearance of the old companies and the emergence
of the new company. Unfortunately, the new company has not provided us
the financial information that we have requested, and we have not been
able to arrange a meeting for the renesotiation of the loans prior to now.
SABESP has requested (see attached cable) that we nevertheless continue
disbursements. e agree that this should be done so as not to delay proj-
ect progress, and have therefore drafted the proposed reply cable for your
signature, extending the disbursement period under the present circumstances
until August 31, 1974. We have also requested that the financial informa-
tion we had previously solicited be sent to us and proposed a July wmission
for renegotiation of the loan agreements, provided the requested financial
information is furnished the Bank by June 1.

Attachments

Cleared with end cc: Messrs. Skillings, Division Chief, LAC II
Costa, Financiel Analyst, LCPWS
Carvalho, Legal Department
Helne, Controller's




Th: Vloald Bank Group

Record Removal Notice Archives

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 ¢ 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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Mr. Gunter K. Wiese, Director, LAC II May 9, 197k
Robert Kanchuger, Loan Officer, Brazil Division, LAC II
BRAZIL - Sao Paulo Water Supply and Pollution Control Projects --

Loans 757 and 758-BR

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 coumpany called SABESP. In order not
to delay the execution of the project we agreed by letiers of January 2,
1974, that disbursement be continued to SABESP without the remegzotiation
of the loans until April 30, 197h4. e placed a limit on the period we
intended to continue disbursements without a renegotlation of the loans
because several of the clauses in the old agreements, particularly the
financial covenants and management provisions, had been rendered unclear
or meaningless by the disappearance of the old companlies and the emergence
of the new company. Unfortunately, the new company has not provided us
the financial information that we have requested, and we have not been
able to arrange a meeting for the rencgotiation of the loans prior to now.
SABEZP has requested (see attached cable) that we nevertheless continue
disbursements. Ul agree that this should be done so as not to delay proj-
ect jrogress, and have therefore drafted the propossd reply cable for your
signature, extending the disbursement perlod under the present circumstances
until Auvgust 71, 197h. We have also requested that the financilal informa=
tion we had previocusly solicited be sent to us and proposed a July mission
for renegotiation of the loan agreements, provided the requested finaancial
information is furnished the Bank by June 1.

Attachments

Cleared with and ces Hessrs. Skillings, Division Chief, LAC II
Ceosta, Financial Analyst, LCPWS
Carvalho, Legal Department
Helne, Controller's

-

RE&nchngaf:élw



P)‘Lom“ X = Lass, 758 }ﬁ&wﬁ

ALR MALL May 7, 1974

With reference to your letter numbered F.1653 - 0,3068-4, dated
mm.m&.umuluugm of our letters to
Brastietrce 8.4 dated March 1 ey T 1T

S.A. dated March 1, 197h, and December 1k, 1973,
respectively, and a copy of Uniaso de Bancos Braglileiros, S.A.'s
letter to us dated February 8, 197L.

Please from the enclosed copies of letters that the amount

note
of Deutsche Mark 11,489.00 is a refund which we have credited to your
account for the sbove loan,

Enclosures

cos Metropolitana
hs:?:-m Sao Paulo
Avenida No. 2223, 16° andar
Saoc Paulo, Drazil

&
&

E

Messrs: Davies/Gray, Elliott, Davis
Statement Folder No. 758 BR

EBalagot/oc
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ITT3/MAY 7 1974 VIA ITT WORLD COMM

ZCZC AWA570 VIA ITT BUS731 TPX757 ALP569 150203 201000. 4
!
Uiwa CO BRSP 077

SAOPAULO 77/76 6 1940 P1/50/50 Distribution: Mr. Wiese

Mr. Skillings
Contr. Mr. Casson

May 6, 197h

INTBAFRAD MR GUNTER K WIESE ii ﬁr
WASHINGTONDC (T

g od

CONFORME REUNIAO MANTIDA FEVEREIRO PP COM MR COSTA DESSE BANCO
VG 0 MESMO FICOU PROPOR DIRECAO BIRD VISITA MISSAO PARA MARCO OU
ABRIL PASSADO A SABESP PT COMO MISSAO BIRD NAO CHEGOU ATE ESTA
DATA E NAO RECEBEMOS INFORMACOES VG SOLICITAMOS POSSIBILIDADE

PRORROGAR PRAZO

ALP569 190203 INTBAFRAD EIC P2/27/26

DESEMBOLSO APPLICATIONS ATE VISITA REFERIDA MISSAO VG OCASIAO SERA
PROGRAMADA DATA RENEGOCIACAO CONTRATOS BR-757 E 758 PT SOLICITACAO
MOTIVADA A FIM NAO ATRASAR PROJETO ANDAMENTO SAUDACOES

COL BR=757 758



INCOMI NG Q8T

ITTS/ZMAY 7 1974 VIA ITT SQFLD €974

ZCTC AUAST0 VIA ITT AUSTIL TPXTST  ALPHED 150003 DTINITSTA
iwa CO ZRSP Q77
’ £ A o 0 ] o 59".
SACPAULO TT7/7€ & 154 1750/ Dhsbitbations. e Winne

Mo, Skiliings
Contr. Mr., Casson

(j\ IHTOAFPRADR MR GUNTER X VIESE
7 WASKIEGTONRC
| |
|
1 ' CONFORME PTUNIAD #ASTIDA FEVERDIFD PP COR N9 COSTA DEJSE DANDS
VG ¢ MECHD FIont PRAPNS DIRECAD BIRD VITITA MISTed PADA MANGDH O
e uAn CHEANN ATE ESTA

LORTL PﬁSS&EO A 2ABKSP PT COMO HISZAC HIED NAD CHEGRDIN AR A

™ ‘-\1

DATA £ =aC L'CF”‘“.Q INFOSMACOES VA SOLICITAMDE RPOSSINILIDAD

PRORROZAR PRALD

. ALPSE9 /150003 INTIAFRAD ETC P2/2T/08
-!'

M DESEMBOLS0 APPLICATICHS ATE VISITA REFFRINA MISSAD VG CCASIAD SURA

PROGRAMADA DATA REWESNCIACAD CORTRATOS RR.787 [ 758 PT TOLICITACAQ

NOTIVADA A FIM HAC ATRAGAR PROJITN AXDAMENTO SAUDACCES

COL 8R=757 758




C.8.C. 45.778.5i7, 6CO1 £31.792
companhia metropolitana de dgua de sido panlo comasp
Sao Paulo, 30 de abril de 1974

¥.1755 = €.3249

Ilmo Sr.

JOHN M. KALBERMATTEN

Chief, Water Supply and Sewerage Division

Latin America and the Caribbean Regional Office
International Bank for Reconstruction and Developmenit
1818 H. Street, N.W., Washington

D.C. 20433 ~ USA.

pDate Received —-ecemimgommommee= .._-..1
A
Date Ack~owled '—nr:i__J‘:l?_.‘l:f:;{.-;-',{;_._.7..ﬁ- *
- vl /:‘j
T S B /- -
Prezado Mr. Kalbermatten Assigneé to. - .7 fp ///"

REF:- Sdo Panlo Water Supply and
Polluiton Control Projects,
Loans 757 and 758-BR.

r- \J o b N ~J
5 SO
7
De acordo com O gque preceitua a
Seccdo 5.02 dos contratos acima referenciados, estamos ane

xando a esta, copia autentidéaa do Balango Geral da SABESP,
~ encerrado em 31/12/73.

Sem outro particular, subscreve

mo-nos com estima e consideragao. y

Atenciosamente’,

/

,’/
/;‘ ~
/ lph

‘Athayde Rosa
{jgb, Diretor
e
AT/mtp.
av. paulista, 1938 - 15.° - tels.: 287-6922 - 287-8662 - 287-0773 - 287-8680 - cx. postal 3.810 - end. teleg.: aguagran - s. paulo
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ir Wiederaufbau
l.ﬂ'a“ f ¥ : f ‘ Biett 2 zum Schrb. vom Mdy 9 r 1974

vankfurt am Mai ; : L .
Peanighirt et Mot . Mr. G. Alter, IBRD - Washington

of some problems we face regarding the necessity of guarantees
for some CDB members (e.g. dependent territories), we would
appreciate learning about IBRD's position concerning member

government guarantees.

Sincerely yours,
KREDITANSTALT FUR WIEDERAUFBAU

{’ { B LA‘/ ;{A-_A\.--or.- :;;:, ; /
\ v

(Dr. Wabnitz) (Neumann)

?

cc: Mr. Jansen

-
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Companhia de Saneamento Basico do Estado de Sao Paulo - SABESP

PRE- 337/0599/74 - C April 25; 1974.

Date Recewed__‘_’p.?&’% /.7#.7
Mr. John M. Kalbermatten L e

{ 7 O LR 7
Chief, Water Supply Section Assigned to
Public Utilities Projects Division

International Bank for Reconstruction and Deve{gpment:iﬁf?_ff”_Jﬂg
1818 H. Street, N. W. N
Washington, D.C. 20433

‘ U.S.A.

Re.: Loan N? 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 Phellpﬁ%%zéislo Carneiro da Cunha
President

roa costa carvalho, 300 - ftel. 286-8332 - cep 05429 - pinheiros - sé&o paulo

Mad. 1.000






ETUYTE POSA

CCEPAILITA TS £4HTATNTO TASICO 00
ESTADO DE EA0 FAULO (SALGSP)

FIA COETA CATYALIG 300

£40 PAULO

ERAZIL

Aol laow 158 Al
APRIL 24, 2974
I

RIURCABIE APRIL 23 LOAN 7S7IR AFPLICATIONS 31 4D 32 PAID AFRIL 10 £3D 17
RESTECTIVELY APPLICATION 3% EEING PROCISSED WITH PADMINT EXPECTED EARIY
HEXT WEIX APPIICATICNH 35 MOT YOT RICTIVED STCP I0AT 7565R APPLICATIOS 16
44D V7 FAID APRIL 17 AFTLICATICNH 10 HOT YET EECEIVED

‘Ao As Coseon
Controller's

Fllet 757 IR - Cenersl
TS0 I « General
¢o 10 &nd clewred in sulstance withs
¥r. Inroeister (Tresomrer's)
cos IAC Files (G=1066) il



\ . \ ‘-Tr-- i |
. . | sonh [ % AdA
g ompankia de Saneamento Bdsicn do Felada do S22 Pasla-SADESP FJ oul- Ls ;—"5«- :
{ b . C.G.C. 43.776.517/0001-22-Inscr. Estadual 109.091.792 LS
| Séo Paulo — SP, A
i N :

companhia metropolitana de dgua de sdo paulo comasp
Sao Paulo, 19 de abril de 1974.

F.1653 - G.3068-A = /L

Ilmo. 8r.
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
Ne 758=-BR, assinado em
21/06/71.

Verificando o extrato de conta corrente até 28/02/74 do Con-
trato em epigrafe, enviado por V.Sas., constatamos haver um
equivoco no lancamento de 22/11/73 da gquantia de DM 11.489,00
( referéncia - n? C 9597 ) creditada, indevidamente, a titulo
de amortizacao a nosso favor.

O referido valor foi remetido uma finica vez em 01/11/73, por
Cconta de juros devidos ao Banco.

.' Assim o nosso saldo utilizado em moeda alemid 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 obséquio de procederem a retificacido
na conta do contrato NQ@ 758-BR.

Sem outro particular, subscrevemo-nos com estima e /gonsidera
cao.

Diretor

Anexo:- COpia do extrato.

&@%/AT/mt .

v. paulista, 1988 - 15.° - tels.: 287-8922 - 287-8662 - 287-0773 - 287-8680 - cx. postal 3.810 - end. teleg.: aguagran - s. paulo
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K FOR RECONSTRUCTION AND DEVELOPMENT s02.02
LOAN NO. R
l&ﬁ STATEMENT OF ACCOUNT Ar  FEBRUARY 28» 1973

LITANA DE SANEAMENTO DE SAD PAULD
»000s00 " . 7T 1/4% INTEREST RATE
20006005 5 7 ¢ 3/4% COMMITMENT CHARGE

ﬁﬂo 000+00 = 1/2% ADDITIONAL CHARGE FOR SPECIAL COMMITMENT
. | paymentoates  MAY 1 & NOVe 1
NT OUTSTANDING ‘s, U. 8. DOLLAR EQUIVALENT
wrenest  f |oRve|  emwoean | WUNITHPIAWNAMOUNT| coMuTMENT.| | 2oTA
447723456 | 115523276048 N 44433400 447723456
44433,00%
180 = ~ | 42805400
11305400 7195450
[ 1/305.00"
%305:00 180
1{305.00 719550
14835900 33763401
i ﬂiﬁ 35:00™
14835400 180
14683500 32763401
774293400 161126430
774293+00°
737214400 180
737214000 - 161126430
11489:00 96750400
1148900
11489500 180
368.00" (159 43084238 308436 N 14400 430643687
11121400 05441462 Solr o
10665:00 146888475 ! é
863400 47 14405485 164105 085°) 16400° 16410545
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OFFHICE MEMORANDUM |

Files DATE: April 10, 197k
John M. Kalbf%%n, Chief, LCPWS

BRAZIL - Sao Pauleo Pollution Control Project
TURKEY - Istanbul Waste Water Project

Mr. Cullivan of Camp Dresser & McKee (CIDM) 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 fim 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 sclution 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. Cullivan!s 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 fim had been contacted by the
expert committee for informmation on a subject he is very familiar with and
about which he could provide valuable background information. I replied
Jjokingly that he now feels the same way about Sao Faulo as 1 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 CIM would be to detemmine
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. Marini's 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 northem 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 CDM!'s apprcach is very much in tune with the
recent discussions held between Bank Staff, Mr. Barbero and Mr. Gunnerson.
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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 stom 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.

JMKalbermatten:mk

cc: Messrs. Rodriguez(LCPWS), Thys(EMPWR), Grover(EMPWR)
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Companhia letropolitana de
Saneamento de Szo Paulo
Avenida Anselica lio. 2223, 186° andar
. Sao Paulo, Brazil

Gentlermen:

Please refer tc our letter dated Maren 1, 157L, advising
you of a refund of Deutsches Mark 11,LES Ve have been requested
by the Commersbark AG, ¥ % arount to them

f - Vie are, therefore, canc a
debiting value November 22, 1§ cur L
Applicaticn YNo. 1, with Deutsche liark 11,i59.C0. The dollar
equivalent of this emcunt is © 1,308.30 comruted et the rate
. of ¥ crie Doutsche )

cc.

. T . H o8 o
Rio de Janeiro, Brazil
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Loans 757 and 758-M

General Luis F. Galvao Carnelro da Cunha

Presidente

Companhia de Saneamento Basico do
Estado de fao Paulo

Rua Costa Carvalho, 300 - Pinheiror—s

Sao Panlo, SP, Frazil

Re: Sao Paulo Water Supply znd Pullution :
Control Froject ;
Dear ueneral Carneiro da Cunhas
Many thanks for the cooperallion end couriesies that you and
your staff extended to Messras. Costa ,_.ni Rods .;:::L'x'n t'r*m‘r recent
visit to Sao Paulo. They discussed in pardd 7 it y the trensier
of the existing loans to u.ﬁ.u_ ..', and asked your Tinmancial. *..!.mctcr,
Mr. Athayee de Rosa, to prepare the financial dsta we need to know before
making this transfer to your company. :
We wish to confirm our mission's request znd would appreciate
your sending us these data at your earliest convenlence. We also suggest
that you contract for the extermal =sudit of SAWEZP's accounts as soan as
possible.
B ; Sincerely, g T L e

John M. Kslhermatten
Chief, Watcer Supply 2nd Sewerage Division
Latin Ameiica and the Csribhean :G{:J{:‘lla\l Qffice

KCostassal

IRD

Cleared with and cc: Mr. Kanchuger (LC2DA)
cc: Messrs. Rodriguez (LCPWS)

Buhler (LEG)
Helne (CIR)
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Sao Paulo, 25 de marco de 1974 _% 2

F.1285 - G.2402 |
/'

Ilustrissimo Senhor i g 6‘%
Gunter K. Wiese AR /
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.: Sao Paulo Water Supply and
Pollution Control Project,
Loans nr. 757 and 758-BR.

Prezado Mr. Wiese,

Estamos encaminhando a V.Sa., cbpia xerografica da carta,
devidamente assinada pelo representante autorizado do Go-
verno Federal, aceitando as condigoes mencionadas em sua
carta de 02/01/74, enviada ao Presidente da SABESP , para
Continuar os desembolsos dos contratos acima referenciados,
conforme solicitado através de seu Telex de 27/02/74.

Como o Ministério da Fazenda arquiva os documentos origi-
nais, assinados pelo Sr. Ministro, estamos enviando a co
pia em anexo, autenticada pela Chefia da Secdac de Atos e
Contratos da Procuradoria Geral da Fazenda Nacional, por
ser esse o documento legal para os fins a que se dgstina.
Sendo o que se nos apresenta para o momento, subgcrevemo-
nos com estima e consideracgao.

Atencio ame;}e,

(e
\ Ath}ngg,)ﬁbsa
iretor

C.C. Mr. Prudence - Washington.

Anexo:- 1 copia xerografica.

T/mtp.
i av}:au{sta. 1938 - 15.° - tols.: 287-8922 - 287-8662 - 287-0773 - 287-8680 - cx. postal 3.810 - end. teleg.: aguagran - s. paulo
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1 C.G.C. 43.776.517/000:-22-Inscr. Estadual 109.001.792
Sao Paulo — SP.

companhia metropolitana de dgua de sido paulo comasp

S&o FPaulo, 19 de margo de 1974,
F.1243 - G.2281

Ilmo, dg.
Dr, René Costa

frojects LAC - '..-';:‘tev- Division afx_:‘ﬁ_éfj.?’éf——

18168 - "H" Street, N.W, jved--
b . Recel

Washington - D,C. 20,433 s

o, 5. A pate Acknow

‘ Prezado Senhor,

Dando prosseguimento a entrega de documentos seolicitedos por
V.Sa., por ocssifio da reunigo realizada eniyéégos escritérios
no dltimo dia 19 de fevereiro, estemos anexando os seguintes

elementos:

e CETESB - Companhia Eg
r

a~) Resumo do Orgamento Empresariel d
tadusl de Tecnologia de Saneamento Basico e de Controle

de Poluicgdo das fzuas, referente ao exercicio de 1974.

. b-) Posigao dos empréstimos da Companhia de Saneamento Bési-
co do Estado de Sao Paulo - SABESE,
¢c-) Cépias des faturas da Proconsult Ltda., empresa encarre-
gada do processamento de dados, conforme relagBo abaixo:
Fatura n? Servigo Executado V'“or em Cr
4888 Contabilidade Geral 2+335,00
4889 Contebilidade de Custos 13.T55,46
4895 Contas & Pagar 5¢213,45
4957 Tolhg de Ea;a;:uto e Pro-
cessamentos Ixtraording - 7.292,90
rios
/
- & X . .

fl@wllsta, 1938 - 15.° - tels.: 287-8922 - 287-8662 - 287-0773 - 287-8680 - cx. postal 3,810 - end. teleg.: aguagran - s. paulo s
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S20 Paulo — gp, comasp

d-) Grafico referente so "Programa de Atendimento da Deman-

da" - ConfiguragBo SAL - 30 m /s,

W —

e-) Trabalho apresentado no VII Congresso de Engenharia Sa~-

o

nitéris, reslizedo em Salvador - Igtzdo da Bghia - " 0

Investimento "per capita" e as Despesas de Operagao e
Menutenggo no Modelo do Flanasa"

Quanto as demeis informagdes, as mesmes lhes sera@o enviadas,

. s ,
t2o logo estejam disponiveis.

o1

Sem mais para o momento, eproveitamos para reiterar nossos
3

protestos de estima e consid

Atenciosam




Loan 757-ER ' ! March 15, 197}

Ing. Lulz Augusto ds Lima Pontes
Superintendente de Planesjamento

e Controle
Companhia do Saneasmento Bisico

do Estado de Sao Paulo - SABESP
Rua P"‘Ch’uﬂ10, 115 - 11 andar
01007, Szo Paulo, Brazil

Re: Szo Paulo Vater Supply Project
Bid No. 005 /f3
Dear Eng, Lima Pontes:
Ve have received your lotter of ifarch 8, 1974 2nd a cop oy of your report
on the evaluation and ceriparison of bids submitted for the installation of

water distribution pipes in Freguesia area.

i’.f:_i-':‘._' 1 '_'.":; oy r-r‘r._l‘;i"‘T._‘_‘\-'! THE PAaNNYt. 3 i ch $a dn P wens 3.1 + 43 "“_“
125 No odjection to your award of tue contract L0 Liwlil) - Construcoes e

L:nrcnhar a Ltda., as thae nost qualified bidder. This contract will be

financed under Category IV of Schedule 1 of Loan T57-ER,

Sincerely,

Jolm M, Kalbermatten
Chief, Water Suwpply and vewerage Division
Latin Amaricy and the Caribhean Of

.:-.."fj\.‘{..':.'.:},‘l -."-'~'i.;'t(_-;!1/
Division Files and LAC TFiles )

FRodriguezsmeg

T = | :
CONTPOL 0. BR-=li=8
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SUBJECT:
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OFFICE MEMOR/%”D" M o e ai
4

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR INTERNAT
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

U

-

ATE: March 1ﬁ’ !5 Ih

Me. John M. Kalbermatten (Chief, Lomis) V' 7/,
Rene Costa (FNA, LCPWS) and Friiz Rodriguez

BRAZIL - Minas Cerais Water Supply and Sewerage Project
Prenegotiations
Sao Paulo Water Supply and Pollution Control Project
Transfer to New Borrower of Loans 757 and 758-ER
Back~to-Office and Full Report ;

Intreduction

;i n acccrdance with Terms of Reference dated February ki, 197k, we
held in PBrazil from February 11 to 25 prenegotiation discussions on the
proposed loun to the National Housing Bank (BNH) for the Minas Cerais Water
Supply and Sewerage Project. Mr. Kanchuger participated in our discussions
with officials of BNH in Rio and of the Minas Gerais State Water Company
(COMAG) in Belo Horizonte. We also visited the new Sao Paulo State Water
Company (SABESP) to gel acquainted with its manasgement and organizaticn and
set up a plan of action for the transfer of the two existing loans to SABESP,
Unforturately Mr. Cancio was unable to accompany the mission and thus could
not provide us with legal advice.

Surmarv

2e BNH and COMAG raised four major objections to the draft loan
documents that the mission submitted to them. These objections refer to
(i) the rate of return covenant (Section 3.10 (a) of Project Execution
Agreement), (ii) cut-off eriteria for subproject selection (Section 2.05
(e) of Project Execution Agreement), (iii) preparation of standards for
water supply and sewerage works (Szetion 3.02 of Guarantee Agreement), and
(iv) the execution of separate agreements with BNH, COMAG and the State of
Minas Gerais.

3. The first three issves along with the mission recommendations
were discussed in Mr. Wiese's memorandum to Mr, Alter of Marchk 7, 197L,
copy of which is attached to this report. Regarding the fourth issue,

BNH proposed to include all the loan conditions in one document and o
have all the parties (ENH, COMAG and the State of Minas Gerais) enter into
one single agreement with the Bank (paragresphs 11 and 1234

e Since the creation of SABESP in 1973, no signiticant progress

has been made in organizing the company. Its President, lir, Luois Fhelippe
Galvao Carneiro Da Cunha, is a retired army general with no management
experience., There is a political fight going on for control of the company
and for the present time not much organizaticnal improvement can be sxpecied
(paragraphs 19 and 20).

(rov i Welsr ity fio Gu o

Y
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21, o

S. The disestablishment of SAEC and SANESP, the two borrowsrs of
the existing loans to Sao Paulo, requires that the Bank conclude supple-
mental agreements with SABESP, the State of Sao Paulo and the Federal
Government. The existing financial covenants would have to be modified
and the financial information needed for making such modification is now
being prepared by SABESP. Renegotiations of the financial covenants would
be held sometime in April 197h (paragraph 22). .

e e g s e 8.

6. The Sao Paulo project is proceeding on a satisfactory schedule. /|
SANESP plans to start the second stage construction of the Pollution Control | §
Project and has informally inqguired about possible Bank financing of the works.

SABESP has signed the PLANASA agreement with BNH (paragraphs 24 and 25).

Action Recommended

Te The sections of the appraisal report and loan documents referred
to in paragraph 2 should be redrafted. The proposed Loan Agreement, Project
Financial Agreement and Project Execution Agreement should be consolidated
into one document.

8. A letter should be sent to COMAG requesting the company to hire
management and engineering consultants for the project. COMAG should also

be asked to send to the Bank the feasibility studies of the selected subprojects
(g2e Annex 1),

25 The Bank should write to SABESP to confirm the mission's request
for preparation of the company'!s financial statements. Once this information
is received, the supplemental agreements should be drafted and submitted for
the approval of SAEESP (see Annex 2).

10, A preliminary decision on continued involvement in Sao Paulo and
financing of additionzl sewerage works should be made by the Bank.

Minas Gerais Weter Supply and Sewerage Project

Consolidation .of the Loan Documents

11e Three separate agreements each with BNH, COMAG and the State of
Minas Gerais were presented to BNH's officials, They objected to the Bank
proposal and instead suggested consolidating all the loan cenditions into

one document. In addition, a Guarantee Agreement would be concluded with

the National Government. BNH has not objected to the content of our proposed
loan agreement with COMAG, but we suspect that they want to limit our direct
contact with COMAG. z

12 BNH argued that its proposal is intended to avoid any misunderstanding
which could later surface if separate agreements were executed. If this is the
only concern of BNH, we see no reason for not having one consolidated agreement.

i
i
i
2
'




Mr. J. M. Kalbermaiten -3 - March 1L, 197L

But the documents should be drafted to ensure the Bank's right of access to
COMAG to allow us direct supervision of COMAG's management and the project.

Status of Preparation of the Minas Gerais Progran

13 Progress made by COMAG in the preparation of the Minas Gerais Water
Supply and Sewerage Program is swif'ter than expected at the time of appraisal.
Twenty-three communities out of the L3 selected for the Bank project, and 33
other municipalities have alresady signed concessionary agreements with COMAG.
It is likely that by the end of 197L most of the important communities in the
state would have concluded similar agreements with COlMAG.

1. The 1974 budget provides for a total capital investment of Cr$230
million (US336 million) to finance the works in about 100 communities of

. which Belo Horizonte is the most important with an allocation of Cr$101
million (US316 million). This is much more than anticipated during the
appraisal; for 197L the appraisal assumed only Cr31lL7 million (US323
million) for investments in L3 communities (Cr3h5 million in Bele Horizonte),
However, we do noi proposz to increase itne loan amount since a second loan
to COMAG is included in the 1976 lending program and it is unlikely that the
first loan would be totally disbursed before the next proposed loan becomes
effective, Cr35 million are budgeted for feasibility studies in Ll commu-
nities. It is expected that by mid-197h teasibility stndies in 300 muniei-
palities would be completed and included in the Glcbal Feasibility Study for
the State.

15, BNH and FAE would finance about 87% of the program, and the munici-

palities would contribute the remaining financing, COMAG net internal cash

generation of Cr35 million and municipal cash contributions to its capital

would provide the company with an important reserve for working capital and
. miscellaneous investments. Its operating revenues for 1974 are expected to

amount to Cr$73 million (US$11.5 million) reflecting a 12% average tariff
increase implemented in Januvary 1974, but not anticipated in the appraisal,
We reviewed the Belo Horizonte project and found it well prepared. COMAG's
management was also requested to send all subproject studies to the Bank for
our review (see Annex 1).

16. COMAG's management took in late 1973 some action to improve its
operations, It signed an agreement with the Minas Gerais State University

for preparation of the socioceconomic’ study recommended by the Bank, Guidelines
for subproject preparation have been edited, but they need to be improved.

An organization manual with description of functions has also been prepared.
COMAG's accounting is now processed through a computer, and the Pan American
Health Organization (PAHO) has set up a computer preogram for progress control
in project construction.
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17. COMAG needs assistance for subproject preparation and for organi-
zation of the company. However, so far no decision has been taken on this
matter. We advised COMAG of the reguirement to contract with Consultants
for such assistance before Board presentation of the loan.

COMAG's Finances

18, Annex 3 shows the financial results for 1973 compared with the
appraisal forecasts. COMAG seems to have recovered from its difficult
financial position of June 1973 (refer to Chapter 7 - Finances - of the
appraisal report). Its capital has increased from Cr$10 million to Cr$225
million, making it the second largest water utility in Brazil. As of
December 1973, its financial position appears tc be good with a current
ratio of 2,3 and an acid-test ratio of more than one; its long-term debt
represents no more than 48% of total capitalization. COMAG's accounts have
not yet been audited and the above results should be reviewed in light of
the auditors' report,

Sao Paulo Water Sunoly and Pollution Control Project

Organization of the State Company (SABESP)

19. Since the creation of SABESP in June 1973, no significant progress
has bsen made in organizing the companv. Tts President, Mr, Inis Phelippe
Galvao Carneiro Da Cunha, is a retired army general and chemical engineer

with experience in explosives. Obviously he was selected on political grounds.

20. The company is divided into six departments - finance, planning,

water production, water distribution and sewage collection, sewage disposal, and

systems of the interior; the last deals with SABESP activities outside of
the Sao Paulo metropolitan area. The depariment managers are members of

SABESP's Board of Directors, and the presidents of the three former companies
(SAEC, SABESP and COMASP) became SABESP's directors, but two of them resigned

recently to show their dissatisfaction with the management. The remaining
directors lack the required professional training and experience 1o manage
their department properiy. The financial director appears to be the only
exception; he was COMASP!'s financial manager., There is a political fight
going on for control of the company and for the present time not much
organizational improvement can be expected.

21 SABESP's balance sheet as of November 30, 1973 and its 197l budget
are shown in Annexli, Its financial situation seems to be good, but should
be reviewed after its financial statements are audited. SABESP's management
has not yet contracted for the external audit of its accounts and it should
be requested to do so.

P —
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Mr. J. M. Kalbermatten -5- March 1k, 197k !

Transfer of the Existing Loans to SABESP

22, The disestablishment of SAEC and SANESP, the two borrowers of the
existing loans, makes it necessary to conclude supplemental agreements with
SABESP, the State of Sao Paulo and the Federal Government, by which SABESP
will undertake all the obligations of SAEC and SANESP. However, the existing
financial covenants would have to be modified. The financial information
needed for making such modification is now being prepared by SABESP and is
expected to be ready in April 197L4. Once this information is received, the
supplemental agreements will be drafted and sent to SABESP for its approval.
A Bank mission to Sao Paulo or a visit to Washington by SABESP may be
necessary in order to expedite the approval of the documents.

23. Upon the request of SABESP, the Bank accepted to continue disburse-
. ments until April 30, 197l without prior renegotiation of the existing loans :
(see Mr. Wiese's letter to SABESP of January 2, 1970h). |

Physical Executicn of the Project

2k, The project execution is proceeding on a satisfactory schedule.
Design and procurement on the SANESP project are of good quality and
construction of the pollution control works is well advanced. A new master

| plan for treatment and disposal of waste waters in tlhe Sao Paulo metropolitan

| area has been prepared and SABESP plans to undertake its construction soon.
SABESP has informally inquired about possible Bank financing of the proposed
project which would complete the ongoing works. We helped SAEESP work out
this master plan and feel that the Bank should continue its involvement in the
Sao Paulo water supply and sewerage sector, and consequently should consider
financing this program.

. 25, Procurement on the SAEC project is of poor quality. . SAEC bid
evaluation procedure is not consistent with our guidelines for procurement,
and so far most of its civil works contracts were not approved by the Bank. |
As a result, disbursements are lagging behind the appraisal forecasts. We I
discussed this procurement matter with SAEC's staff and were assured that :
the SAEC bid evaluation criteria will be revised to conform them to our
rules of procurement.

Attachments

FRodriguez/RCosta:meg

cc: Messrs. Knox (LCPDR), Geli (LCPDR), Skillings (LC2DA), Rovani (5) (PBPDR),
van der Tak (VPS), Cancio (LEG), Helne (CTR), Wiese (LC2IR), :
Bowron (PAB), Baum (3) (PAS), Kanchuger (LC2DA), Street (P&B), '
Armstrong (VPS), Elliot (CTR), Mrs. Steiner (LCPPB), Division |
Files and LAC Files.




ANNEX 1

DRAFT LETTER

Senhor Doutor Ildeu Duarte
Secretario dos Servicos
Obras Publicas
Gabinete do Secretario 2
Belo Horizonte, Minas Gerais
Brazil

Re: Minas Gerais Water Supply and Sewerage Project

Dear Dr., Duarte:

We appreciate the coopsration and courtesies that you and the staff of
COMAG extended to Messrs. Costa, Kanchuger and Rodriguez during their
recent visit to Belo Horizonte, They reported that the financial situation
of COMAG is improving and that significant prosress has been made in the
project preparation, specially in the exscution of concessionary agreements
with the municipalities.,

We expect negotiations for the proposed loan to BNH for your program
to ‘start soon. From our mission you learned that the hiring cf management
and engineering consultants would be a conaation ior presentation ol the
loan to our Board. We therefore recommend that you select potential consul-
tants as soon as possible, so we may discuss their qualification during

negotiations, This would enable you to execute a contract for their services

well ahead of Board presentation of the loan.

Our mission had the opportunity to review only the feasibility study fer
Belo Horizonte. We suggest you send ths remaining studies tc the Bank as
soon as they are completed.

Sincerely,

Robert F. Skillings, Chief

Country Programs Division

Latin America and Caribbean
Regional Office

 ree——
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ANNEX 2

DRAFT LETTER

Loans 757-8-BR

General Luis F, Galvao Carneiroc da Cunha
Presidente
Companhia de Saneamento Bésico do
Estado de Sao Paulo
Rua Costa Carvalho, 300 - Pinheiros
Sao Paulo, SP, Brazil

Re: Sao Paulo Water Supply and Pollution
. Control Project

Dear Ceneral Carneiro da Cunha:

Many thanks for the cooperation and courtesies that you and your staff
extended to Messrs., Costa and Rodriguez during their recent vigit to Sao
Paulo. They discussed in particular with you the transfer of the existing
loans to SABESP, and asked your financial Director, Mr. Athayee de Rosa, to
prepare the financial data we need to know befors making this transfer to

your companys.

We wish to confirm our mission's request and would appreciate your
sending us these data at your earliest convenience. We also suggest that
you contract for the external audit of SABESP's accounts as soon as possible.

Sincerely,

John M. Kalbermatten
Chief, Water Supply and Sewerage Division
Latin America and the Caribbean Regional Office

P




BRAZIL

MINAS GERAIS WATER SUPPLY AND SEWERAGE PROJECT

A s e
COMAG
COMPARATIVE INCOME, CASH FLOW AND BALANCE SHEET STATEMENTS

B A e R e —

« 1973 1974
raisal Appraisal Realized
cR million
AND CASH FLOW STATEMENTS
SOURCES
2,

Revenues 3.2 38.4 73. )j/
Operating Expenses (26.4) (29.8) (51.1
Other Income (net) _(;._g)_ 1,; ) 0.2
Gross Internal Cash Generatlon B . 22.1
Less: Debt Service 16.8
Wet Internal Cash Generation .
BINH/PAE ac-g.
Other Loans and Grants Lh,
Total Borrowings - 55,4

Total Sources 259.7
APPLICATIONS
Warks 233’146
Interest During Construction <
Total Works 730,.5
Increase (decrease) in Working Cspital 21.3

Totel Applications 7.7 259.7

‘85% of which comes from Belo Forizonte

Operating ratio reduced by B4 compared with 1973's results.

loans from Local Banks {CR$5.6 million) and Municipal Grants (CR§40.9 million)
§/ Broken down as follows: )

;? Tiot Audited yet
‘(] Included an average increase of 171 of water and sewerage tariffs implemented in January 1976

Eﬁ million

Belo Horizonte 101.3

Contagem 27.5

Alem Paraiba E.ﬁ

Alfenas ald

Catagunses 5.4

Ipatinge 8.8

Leopoldina 3.1

Teofilo Otoni 3.8

Other works in 93 citles 65,0

Total Works (101 cities) T35.7  Of which CE$174.6 million for waterworks (78%) and
Project Studies (L4 cities) 5,2 CR&LB.1 million (32%) for sewersge works.
Miscellaneous Investments 2,1

Total Investments EE.O

_ BALANCE SIEET STATEVENTS
(as of Decesber 31, 1973. Tiot. Audited Yet)

ASSETS

=

Fixed Assets
Gross In Operation 169.3 Eﬁﬁ.by
Less: Depreciation 43.7 0.
Net in Operatlion 5 2ct.1
Works in Progress - ?2.'!
Total Fixed Azsets i.ﬁ.s 0.5
Current Assets
Inventories 11,0 11.8
Accounts Feceivable 13.8 15.8
Cash L6 9.5
Others 2.9 1.1
Total Current Assets N L8.7
Deferred Charpes and Qyher Assets Js B.2
Concesslonary Account=
Net Fiwed Assets In Operation By.0 214.7
Works in Prosress B5.7 79.6
Totzl Concessionary Account T70.7 o,
ot .7 5
Total Assets 28,7 4L, ¢
EQUITY AND LIABILITIES
Equity
Capital 10.0 225.0
Acrrulated Surplus k3.3 10.5
Revaluation Surplus 9.0 2,
Tatal Ejulty ZEE.{ 238.0
Long Term Lisbilities
Long Term Debt Gross .2 137.5
Less: Current Maturities 10, 10,2
long Term Debt Het 100.9 197.3 y
Current Liabilities
Account Payable 11,4 10.5
rurrent Maturities of Long Term Debt 10,3 10,2
Total Current Liabilities 21.7 20
Deferred R-venues ur,lt,l?r.har Liabilities 15.5 10,9
Concessionary Account= - P
Accounts Payable to Municipelities k6.3 214.7
Long Term Debt . - 51.8
Short Term Accounts Payable - 27.8
Total Concessionary Account [P i,
Total Equity and Liabilities - 3587 Bl 2

200 millton have not been yet classified

l.? of which
this asco

ij hi int. concerns mostly the former DEMAE

3 ®ma cpihA,6 million \
FAE CE$19.0 million
e Cr458.6 million

CE§ 1.1 million

AL




ANNEX L

BRAZIL

SAO PAULO WATER SUPPLY AND POLLUTION CONTROL PROJECT

SABESP

BALANCE SHEET AS OF NOVEMEER 30, 1973

CR$ million US$ million

ASSETS
Gross Fixed Assets in Operation 1,7L7.7 273.1
Less: Depreciation Lh3.7 6.8
Net Fixed Assets in Operation 1,70L4.0 266.3
Works in Progress 2,027.5 316.7
Total Fixed Assets 731. 3.0
Investments 9.3 1.
Inventories % 0.9
Accounts Receivable 65.3 10.2
Cash and Investments in Securities 157.7 2Lh.6
Total Curent Assets 2287 357
Other Assets 3.5 0.;
Total Assets 5;9?2.5 20.
EQUITY AND LIABILITIES
Authorized Capital , 5,000.0 781.3
Capital to be subscribed 2,070.5 (323.5)
Subscribed Capital 1, 2 '6 28 .
Reserves 1,189. 165.9
Total Equity 2,970h.1 LoL.7
Long-Term Debt Net 850.7 132.9
Accounts Payable 89.3 1L.0
Others 18.3 2.8
Current Portion of Long-Term Debt LO.1 6.3
Total Current Liabilities 1L7.7 23.1
Total Equity and Liabilities 3:9?2.3 %20.7

197L's BUDCET

REVENUES
Revenues from Water Supply and )
Sewerage Operations L6k I
Others 15.5
Total L79.6
OPERATING COSTS
Water Production 110.8
Water Distributicn and Sewerage
Collecticon 21h.2
Sewerage Disposal 8.1
Operating Reserve 1.8
Total 235.9 =
Income before Depreciation 1hh.7
Depreciation h3.S
Income before Interest 101.2
Interest 3.9
Other Incoame (net) 20.2
Legal Reserve 5.1
Net Incacme 112.

|

March 197k



Mr. Gerald Alter Mareh 7, 1974
Gunter K. Wiese, Director, LAC IX
BRAZIL - Minag Gerais 'ster Supply and Sewersge Pmdaot

1. Between February 11 and 22, Messrs. Costa, Rodriguez, and Kanchu ger
held prenezotiation discussions in Erasil for a proposed lean to the Naticnal
Housing Bank (BNH) for the subjeet project. The diseussions were held in
Rio with DNHl officials and in Belo Horizente with officials of the state
water company (COMAG) and the lMinas Gerals state government. I should like
to call your attention and make recommendaticns to you with respeet to four
of the lssues that were discussed by the mission.

A. Enterprise rate of return

2. The proposals approved by the Loan Committee ineluded the require=-
ment that COIAG maintain tardffs which would esrn winimum rates of raturn
on COAG's net fixed assets. The minimum rates of reiurn would be bS5 in
1978, 6% in 1981, and 85 in 1983. If the 154 cocial welfare tax wers elimne
inated, the winimum rates of return would increase by &4

3. B and COMAG are vmwilling at ithe presont time to accent the rate
coverznt ywoposed by the Bank, Ihey would provably be willinz 0 sccept 2
rato sovenant six wonths from now when the tinona Uepsips Yglobal fogsibility
indrt-fhe orerall water and GUnild o UevelUpamile Program 1or e suate)

is completed, The minimum rate of retura they would accept would be the
rate of reiurn which that study indicated would in fact be achioved umsier
present teriff policies. Under the circumstances, w8 do not resormend that
Ui Bank delay the loan in the hope that we could arZres ugon a rate covensntg
oix months from now., As explained bslow, our own ealculations indiczte taat
COAG's present rate formula, trenslated into a rate covenant, will schieve
satisfactory results both in terms of ensuring COLG's finaneial viability
and in terms of ensuring that consuzmers as a group pay the full incremental
cost of providing water and sewerapa services.

Hs B bas in the past only recuired that water and sewWerage companies
charge burilfs that are sufficient to cover cperating costs and debt service.
BHH is, however, preparsd to accept for this project a formula wheraby
teriffs charged by the state water rcu poay would sover operating costs,

aebt serviee requirements, working capital nceas and a small amount, one
percent of gross fixed assets, for miscellancous investment needs. Investe
ment needs for the state water and sewerase company beyond this amount will
bz wet half by EH loana and half vy loaus from a speeial revolving tund
(FAE) established by the state. The RWH and FAE loans both have. amortiza=
tlon periods of 18 years and interest rates cre 8% snd L% respeotively.
juortlzation and interest payments ave subjecl, o full monetery correction.
LI argues that this system of finsneing is a Tinancially viable one, satis=
fying all of the needs of the ccupany. is a result, they oontend; a rate

of return covenant is not necessary.




Mr. Gerald Alter -2 - March T, 197k

S We agree that the ENH financing system is a viable ona. It also
provides & high rate of return on incremental investment. The BIH and FAE
loans for new investment are repeid in 18 years, which is far less than the
economic life of the assets financed. The actual rate of return on incre-
mental investment financed by these loans is thus higher than the 8% and
L% interest of the loans. Although it is true that the COMAG tariffs are
not set to earn a return on those asssts of COMAG which in past years were
financed throurh grants, the tariff structure will provide for earning a
more than satipfectory retuim on all new investment and adeguately cover
all of the company's financial needs. A8 a result we recommend that the
Bank accept the Hil formulation for establishing teriffs in place of the
minimm rate of return coveanant.

B. Subproject sslection

6. The pronogals spproved by the Loan Comalttee would prevent BIT
from finsnecine suborojects which have an incremental rate of raturn below
zer0. Bl states that thoy cannol accevt this, but ars willing lo azre

that eny project with an incremental rate of return below zero should not

be financed with Hank fundse They stais that their progran obliges then

to furmish adecuate water snd sevwerams services to all of the 722 commmities
that serve as the Jrazilien eguivalent of county seats in ths state. Fubenms
Costa, the President of Zlil, portrays this obligation es a social, moral and
rolitical one.

T D71 was asked how it intends to exclude hlghly uncconomic sube
projects fron its program. It replied that it will begin ita program in
tha state with the projects having the most favorable incremontal rates of
roturn and will construct tho proiscts with the lowest incremental rates
of return last. It will aveid building patently sbsurd achemes by sirplie
f7ing and adjusting water supply systens to local conditions and gaelking
the least cost solution-for all projects. As required, tariff rates will
be raised so that the system as a whole will pay for the more costly
installations. In effect, Nl arpues that the degree of cross-subsidization
should be increased, but that ths sound financial position of the company
should be preserved. As long as the Drazilians wish to Lold this subsi-
dization within the water supply end sewerage s=ctor, it is hard to see
how the Bmmik ean disasres, and we recormend thereafore that ths cubteoff
eriteria for subprojects apply only to Bank-financed subprojects.

8 Very fow, if eny, of the 43 subprojects in the first phase of
tho B progran will have an incremental rate of retum below zero.

C. Uater Supply Training Progranm i

Qe The missicn dlscussed the mochanics for Bank finencing of the

e

water supply training prograu with ofiileials in I and digcoverad that
v had been mistalzon in our belief that thare was a BIH grant to the prosram

- y

Cravm from mlite surHius e | (e e 1 Toch, tae 1.0 feontritutdon! o g
B e S ¢ S = e Ta ; e X AT Vamspde o o byl - - e R L.
Cradiang propiradil takes Lag Lowad 02 &licCacinlyg Sadun one poitoiv 01 1uB

wator and sewerage loans to the states to a special fund which is used to
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cover technical assistance to the states including the training progranm.

The $5 million proposad in the loan to cover 25% of the cost of the itraining
program financed by HIH thus relieves B of the need to finance these
expenditures from its resular resourcos. They thus increase Bii's

yosources available for the finsneing of its other activities. These

35 million therefors have the same effect on Hi{'s rescurce position as

the remaining portion of the Bank loan. No change, therefore, is proposed
in the setup of the loan.

D, Standards for Weter Supply end Sewsrage Woris

10, The green cover apnralsal repert recommendad that the Bank shiould
recuire the Covernment o establish sad Uroleront minirum national stvandards

~

for water supply and sewerage design and coustrucuion, including special
giandards for such vworis in small comminitles. TUhs wission found that the
worls for the establisiment of standards was wall under way under the
lendership of Xiil. As a rosult, it is proposad that during losn negotiations
wa will seck s covenant providing for the continuation of such work and for
voriodie consuliation with the Dank on its Proireass

Clesred with and ces ir. ialbarmatian, Diviasion Chief, LCITB
Fre Skillings, Divislon -Chded, LAC IX

cc: Yesars. Dsum, Vice President, Frojects Stalf

Inox, Divector, I4C Irojcets

Povani, Director, Public Utillitles, CPS

Cali, Assistant Director, LOFIR

Scott, Lezal Daparwient

Canelo, Senior Counsalor, Lewal Desariment

Carvalho, ILogal Deparinent

Ralzen, Finaneial Advisor, Office of the Vice President, PAS

Rodrignes, Procurcnment Cfficer, IOFW

Costa, Finmnelal inalyst, IG5

Helne, Controlloris

Jennings, Finencilal Adviser, PEP

10F

Rianchuger/RFSkillingsglu/gri

e —— o —
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companhia metropolitana de dgua de sdo 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. René Costa

Ref,:~ "Organograma Base"

Prezado Senhor,
!

o "

Temos a grata satisfagan de encaminhar Jjunto a esta o "Organoorama Base" des
ta Companhia, ateé nivel de Superintendencia.

Certos de assim preenchermos os requisitos solicitados, colocamo-nos a sua
inteira disposicao para quaisquer informagoes que se fagam necessarias.

considaragan, subscrevemo-nos,

Diretor 2

A
pate Rece“"ed'—‘/
e E‘_:;E—;d_
pate Ach”e'lcd'

Aproveitando o ensejo de apresentar os nosscsprotestos elevada estima e
|
|
I

/5;_ :
zé\'f hksc

P paulista, 1938 - 15.° - fels.: 287-8922 - 287-8662 - 287-0773 - 287-8680 - cx. postal 3.810 - end. teleg.: aguagran - s. paulo wm
l,,‘
{/.







Loan 757~ER | March 6, 1974

. o -
.

Eng, Luiz Augusto des Lima Pontes
Superientendente de Planejamento

e Controle
Companhia de Saneamsnto Bésico

do Estado de Sao Paule - SABESP
Fua Riachuelo, 115 - 11 andar
01007, Sao Paulo, Brazil

Ret 8ao Paulo Water Supply Project
Bids Hos. CLO, OL5, CL6, 059, 060 and 061/73

Dear Eng. Lima Pontes:

Following our letter of February tli, 1974 and review of your evaluation
reports on ths above bids, we wish to inform you that- the Bank has no objection
to your awards of Contracts los. 6LL/73 and G52/73 to SURTEP Servicos Téenicos
de Ingenharia e Peirfleo S/A and Censtrutora Aurusto Velloso S/A, respectively.
These contracis will be financed under Category 1V of Schednle 1 of loan 757-3n,

We must further inform you that we could not concur in your awards of
contracts Nos. 505, 618, 6L7 and 660/73, and consequently expenditurss under
such contracts will not be eligible for financing from the Loan. OCur reasons
for not approving thase contracts ere now yw2ll known to you. The contracts
were auwarded according to bid evaluvation procedures which are not consistent
with our rules of procurement, and we have repeatadly indicated in previous
correspondence that the SAEC evaluation criteria were not acceptable,

Mr. Rodriguez discussed this procurement matter with you during his
recent visit to Sao Paulo, and reporied that you intend, with the ereation
of SABESP, to revise the SAEC bid evaluation procedures. . We suggest that
you undertake this revision as scon as possible.

Sincerely,

John M, Kalbermatten y

Chief, Water Supply and Sewerage Divisicn
Latin America and the Caribbean Regional Office

cc: Messrs, Helne (with att.)
Kanchuger
Kalbermatten
Division Files and LAC Files

FRodriguez:meg CONTROL No. BR=L=5




Loan 758-ER March 6, 197k

Re: Sao Paulo Pollution Centrel Project

Bid Ne. O01/7h

Dear Eng. Juliane:

We have received your letter of February 15, 1974 and two copies of the
tender documents Ne. CSACP 01/7h for eivil works construction of the ABC
sewage treatment plant.

Mr, Rodriguez had the opportunity during his recent visit to Sso Paulo
to review and discuss the contract documents with your staff; he reported
that they conform to our Cuidelines for Procurement.

We wish to confirm that the Bank has no objection to these tender
ts and to your proceeding with invitations te bid.

Sincerely,

i

John M, Kalbermatten
Chief, Water Supply and Sewerage Division
Latin America and the Caribbean Regional Office

cc: Messrs., Kanchuger
Kal tten
Division LAC Files

FRodriguez:mcg

CONTROL No. BR-L-6
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Companhia Metropelitana de
Saneamento de Sao Paulo

Avenida Angelica No. 2223, 16° andar
Sso Paulo, Braszil

Ret Loan 758 BR

Category 3
Application No. 1

CGentlemen:

We have received from Uniaso de Bancos Brasileiros S.A.,
Sao Paulo, a refund of Mark 11,489.00. Pleass refer
to our letter dated June 7, 1972, with attached copy of With-
drawal Authorisation No. 1.

Your Loan 758 BR, Category 3, Application No. 1, has been
credited with Deutsche Mark 11,489.00 on November 22, 1973.
mmuo:umt of this amount is $k,308.38 computed at
the rate of $ .3750 per one Deutsche Mark. B

Y7 Caa o
cct Ministerio da Fazenda

Av. Presidente Antonio Carlos, 375
Ric De Janeiro, Brazil

Controller's
Records (3)

o/File

LT:ky
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70: COMPAWHIA DE SANEAMENTO BASICO DO ESTADO DATE: February 27,1974
q DE SAO PAULO - SABESP

3 ATTENTION ATHAYDE ROSA, DIRECTOR CLASS OF

4 AV PAULISTA 1938 - 159 ANDAR SERVICE: LT /]

4 01310, SAO PAULO

j“.} i

3% COUNTRY: BRAZIL

g

% TEXT:

s Cable No.: ; -

1 REPEATING OUR CABLE OF FEBRUARY TWENTYSIX AS FOLLOWS QUOTE DISBURSEMENT

& L

9 LOANS 757 AND 758 BEING WITHHELD PENDING RECEIPT FEDERAL GOVERNMENT'S

CONCURRENCE TO PROCEDURE DESCRIBED OUR LEITER TO YOU OF Jﬂﬁ'UARX WO

STOP SUGGEST YOU CONTACT MINISTRY OF

FINANCE TO ASSIST THEM IN EXPEDITING

THEIR CONSIDERATION OF MATTER SIGNED SKILLINGS UNQUOTE REGARDS

KANCHUGER

INTBAFRAD

NOY TO BE TRANSMITTED

NAME
DEPT.

SIGNATURE

AUTHORIZED 8Y:

Robert Kanchuger

Latin America and Caribbean

i RN

CLEARANCES AND COPY DISTRIBUTION:

cc: Messrs. Carvalho, Legal Department
Helne, Controller's
Rodriguez, Procurement
Officer, LACPWS

REFERENCE:

“ fSlGNATuRE OF IN

IDUAL Aumcmzso T0 APPROVE)

RKanchuger:glw

ORIGINAL (File Copy)

{IMPOIRTANT: See Sarrpstamas Guirle for nroparing form)

For Use By Communications Saction

e

Checked for Dispatch:
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INTERNATIOMNAL DEVELOPMENT
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INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL
CORPORATION

FiNANCE

OUTGOING WIRE

TO:

COUNTRY:

TEXT:
Cable No.:

LB

GENERAL LUIS F. GALVAO CARNEIRO DA GUNHA DATE:  FEBRUARY 26, 197l

PRESIDENTE -

COMPANHIA DE SANEAMENTO BANGO DO CLASS OF e
ESTADO DE SAO PAULO SERVICE, LT / 3ol

RUA RIACHUELO, 115
SAO PAULO, SP
BRAZIL

DISBURSEMENT LOANS 757 AND 758 BEING WITHHELD PENDING RECEIPT FEDERAL
GOVERNMENT 'S CONCURRENCE TO PROCEDURE DESCRIBED OUR LETTER TO YOU OF
JANUARY TWO STOP SUGGEST YOU CONTACT MINISTRY OF FINANCE TO ASSIST

THEM IN EXPEDITING THEIR CONSIDERATION OF MATTER REGARDS

SKILLINGS
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE _

REFERENCE:

RKanchuger:glw

CLEARANCES AND COPY DisTriBuTioN: Cleared with and
cc: Mesars. Carvalho, Legal Department
Helne, Controller's

Robert F. Skillings
Friedmann, Public Utilities

Lat} America
V“{,bf%f‘ M A nr

rSIGNATuRE OF INDIVIDUAL Aurl—tr‘@zeu TO APPROVE)

a yar;bbean

For Use By Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form)

54
Checked for Dispatch:
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N

To: Mr. Robert F. Skillings, Division Chief, LAC II
From: Roﬁeré Kanchuger, Loan Officer, LAC II

Subject: Sao Paulo Water 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 federsl governments concurred. The state govern=
ment has agreed to our suggested disbursement procedure, but we have not
received a reply from the federal government. As a result, the Controller
is holding up disbursement requests under the subject loans. I think the
best method of getting the federal government to act on the matter is to
contact the company. Accordingly, I have prepared a proposed cable to
the President of the.company for your authorization. I have also attached
owr correspendence of January 2 to the company and the state and federal
governments for your information. ;

Attachments

e —



Mod. 1.000

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.B8.A,

Re.: Loan n? 758 BR

Dear Sir e G)’}

Enclosed for your review and approval are the tender documents

Companhia de Saneamento Basico do Estado de Sao Paulo - SABESP

n¢,

CSA - CP=~01/74 for the construction of ABC Sewage Treatment Plant's

Preliminary Works,

Your kind consideration of the documents would be appreciated.

)

/Sincerel

rua costa carvalho, 300 tel. 286-8332 - cep 05428 pinheiros - séo paulo
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TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMEN’ INTERNATIONAL BANK FOR | .ERNAT!ONAL F
: INANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT | CORPORATION

OFFICE MEMORANDUM

Messrs. R. Costa (FNA, LCPWS) and F. Rodriguez ,, g February L, 1974
(EGR, LCPWS ’

John M. Ka\])/ n (Division Chief, LCPWS)

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

s 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 Bogotéd reviewing the tender documents for the Chingaza
Tunnel construction (Loan 741-C0O).

2e In Rio de Janeiro you should discuss with BNH's 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 BNH'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 coordlnatlng the National

Sanitation Training Program.
3e 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 SABESP's 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 SABESP's

management an ad hoc system of information for the Sao Paulo
project.



Messrs. Costa and Rodriguez -2 - _ February L, 1974

e 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,

Se 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: Maasrs. Knox (LCPDR), Geli (LCPDR), Skillings (LC2DA), Rovani (5) (PBPIR),
van der Tak (VPS), Canc¢io (LEG), Helne (CTR), Wiese (LC2DR),
Bowron (PAB), Baum (PAS) (3), Zenick (LC2DB), Sporon-Fiedler (LC2DB),
Mrs, Steiner (LCPPB), Division Files and LAC Files.

FRodr{gydz/RCosta:meg

-~
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Department of Public Works and Services
of Sao Paunlo
January 22, 1974
Ref.: S-0069-A
Mr. Gunter K. Wiese
Director, Country Programs Dept.
Latin America & Caribbean Regional Office

IBRD
Washington, D.C.

. Dear Sirs:

In response to your letter of January 2, 197h, I enclose a copy
of it duly signed in confirmation of the Government's decision to con-
tinue receiving disbursements from the Bank on Loans 757 and 758 BR
until the lozan agreements are renegotiated.

I have instructed SABESP to speed up the studies needed so that
the agreements may be renegotiated within the time set, in accordance
with the wishes of Bank and of the Government of the State of Sao

. Paulo,

Very truly yours,

José lMeiches
Secretary of Public Works and Services
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_.-,fﬁa"}};'}z} 'SECRETARIA DE ESTADO DOS NEGOCIOS
AR T ,
.;-’?’~'-3;i.5’ji~--2} DOS SERVICOS E OBRAS PUBLICAS
e & RS

‘ DE SAO PAULO

Sao Paulo,,’/ de janeiro de 1974.

B N
y i o i
G A e m e TRy Sk 1y
Prezado Senhor FEB 13 1974
O S, o, r::- i{"{ ?,v\')c\
LBID, -

Em atengdo & carta de 2 de janeiro p. pas
sado, tenho o prazer de encaminhar-lhe, cépia da mesma, devi
damente assinada, confirmendo a decisac do Governo em conti
nuar recebendo os desembolsos deste Banco para os contratos
757 e 758/BR, ‘enquanto estes contratos nZo forem renegociados.,

: Informo-lhe também, que determinei a Com
panhia de Saneamento Basico do Estado de SZo Paulo - SABESP a

.~ 4 - >
aceleragao 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

Sao Paulo.

Renovo na coportunidade meus protestos de

/ /
) ZA,C_,.;{AA _

'; 0Sfi MEICHES
Secretario dos Servigos
¢ Obras Publicas

elevada consideragdao e aprego.

Ilmo. Sr..

GUNTER K. WIESE

Director Country Programs Departiment

Iatin America and Caribbean Regional Office
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INTERNATIONAL BANK FOR LECONSTHUGTTION
AND DEVELOPMENT

1818 He UTREET, Neiie

VASHINGTON, DC 20433

Usa

Prezados Senhores:

De acordo com o que preceitua a Segio 5.04 das
"General Conditions Applicable to Loan and L.rantee A_reenentc®,
terios a informar que, pelor ertatutos desta Coapanhia, as pessoar
autorizadas & ascinarem os "Withdrawal Applications" a0 o pou !

Presidente sempre acompanhado de um Diretors

Se.uem abaixo os nomes e ar arainaturar aulori

zauass

| u A 2 PHELIPFE/FALVAO CARNBTRO/DA CUNHA

. K0 103 %033 FI

iretor-

Vi

LV

Besossssswoss g, paulista, 1938 - 15.° - tols.: 287-8922 - 287-8662 - 287-0773 - 287-8680 - cx. postal 3.810 - end. teleg.: aguagran - 5. paulo -
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As rq{ggldas assinaturas vao autenticadas por

notdrio pdblico oficial da cidzde de S30 Pauloe

Sendo o0 que

nos,

Ak

LUIZ PHELI

c.c. 2RE,CDC,CEF,CS,FIC,FNC

Al /embe

POR FIRMA
S ¢ 3 R
is....... 0§ o
S SO 7 O

/%4

%ﬂo CARNEILOQ CUNHA.

tinhamos a informar, subscrevemo=

Atenciosamentes

Presidente

140 UriciV DE NOILAY

ANTIGO TABELIONATO omn
Rua Lipro Bagftars, 658~ SAQ PAUL
| e5bmMego firma

foma 1§ 0,49
1 ible dr<stede
P lana & carl
Im seiyedliag serdg
imum )

T

ALTINO ROLIM ARANTES
Fucrovastan Awterisadeg
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| ¥r. Hobort Zanchuger, Loan Gfﬂear& LAG 1T ; g

[ : Ce 3 volan ( AP OACBAA

!

| Rebert Fo Scdllings, Division Ghief, Lag¢ XX U |\

; £

TR0 - Terms of Rsfevence - - :

|

1. You will arrdve in Brasil on Junwary 28 for a mission of aboub

three weeke. The purpose of yeur mission iz the following:

& Propoced Profect for the Develorment of the Loser Sao
Franciseo Vslley. You and Hr. Goldberg wiil Join the FAO/I8ZD micsion in
Fortaleza to review the study of the lower Sae Jrancisco Valley which has
besn prepared by the jJoint venture consuliing firm SCEL/SIRAC Internationai.
The purpose of the review is te provide informetion to azgist in the iden-
tification of & projest for possibie RBank finencing which will have o5 ite
. goals, &) the alleviation of adverse effesis sanged by changes in the flow

of ti Sao Franclsco River resulting from the construetian of the fobradinke
dam, and b)' the intezrated dsvelopment of the lower Sso Frazciseo Vallisy.,
After completion of the review ia Fortalssa you will proecced to Rio with
the FAO/IERD wiesion and join Mr. Hassjes for Alscussions with representa-

: tives of SUVALE and the Hinlatry of the Interdor to identify s projsct,

based on the SCEL/SIRAC study, for possibls Bank Linancing.

g b. Proposad Colomisation Progﬁt for Mato Groszo. You will

i Join Hessrs. Heasjes, Coldierg and Mai an Hawo Grosso fer discussions
wild: e stale development agency of Hato Grosso regaraing their preperae~
tlen of a eolonlsation project for possihle Bank finsneing. The purpose
of ths mission is to beeome soquainted with the work being done by COIEMAT

and o provide guch guldance end sssistanse as may be appropriate.

€. Proposed Minss Oerais Wa 4 Sewerage Project. You will
. Join Mossrs, Joste, Rodriguez and Lancio for prenegotiation discussions

with the Fztional Housing Bank, the state of Fines Gerals snd COMAG (the
Hiras Geraie state water company) persommel. These disoussions should
apquaint whe partios with key provisions of the prepoeed lown deouments
ir order %o jszcllitate subsequent loan negodistions. The dissussions will
ba beld in wie and, if nessesary, Psle Horisoute.

| d. fag Pewlo Water Svonly and Smwermes Loana. BR-77 and 788,
o il Jola Sossre. (0sia, Hedrifles and OoRoio in the iy supervision af 1,55
Sees preiesis-  The mlssion will bsve az one of dte prinsipsd purposey AL
-~ tRe magntlation a7 She drassfer of tha SLosUAnE JOMS W0 Wiv Bow S50 FaMid s

state water oumpany, SARESP. Discussiens will take r1ece in Sug Pocle.
. @ Liss9llanecas. .

S 2 Tem =1 Jodn My, Wioxe on February § 3a Blo to assis
: T him A Bis discnasdiens with Prastliar Soverrment offisidl s,

T P Po g o T TR e I L R e B T AT
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¥r. Robert Kanchuger - i - Jamary 16, 39

ii. ls $ims permits, you will perticipate in eny disocusslons
held by ¥r. Hazsjes regarding the Alte Turd PFroject: ; : '

134, You will call en Eletrobras and CHESF to discuss their
interest in & possible project for finmaneing electric power distribution
in Northeasi Brazil. : .

Re fou shall be responsible for the supervision and training of
¥r. Goldberg during the rdssion.

3. Upon your return you will preparé & back-to-offica repord.

ec: Mssars. Haasjes, Section Chief, ILPAG
. Costa, Financial 2paiyst, LOFWS
Hodrigues, Froourement Officer, LOFdS
Cancio, Senicr Counselor
Kalbermatten, Seciion Chief, LCFPB
Goffin, Division Chiaf, LOPAG :
Goldberg, Young Frofessicnal, LAC II

B.Kanéhuger'z glw
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ol . ,_:,--' ":.:Th""-.
- : /’00 """".. b
i ¥ 3 [ =, LI
Jdinisuro Antonio Dolfim Netto /37‘ fCes ey |
iinistro da Fzzenla x PELL BGOSR B g ‘
. o . s v b ! S A
: dinicterio dz Fazendz i; g Lo . REA |
Av. Presicdenta Antonio Carloes, 375 b, 3t I |
Rio de Janeiro, G3, Brazil NS Sl SR G ‘
Dear Mr. Hinister: g e
Re: Sao Paulo Water Supply and Polluzion
. 2 Control Project., Loans 757 end 7658-5:

I have attached 2 copy of a letiter we have uwritten to the President
of the Companhia de Saneamento Basico do Estado de Sao Paulo (SABESR)
rezayrding the conbinuation of Banl dis bursements for the subg cct prOJecus
pending rensgzotlation’of the existing loans with SABESP. In view of the
Governzment's position as Guarantor of both of the sudbject loans, we would
like to have your agrecment for the procedures we have sugzzested for con=
tinuing disbursements. You ray signify your agrecment by signing the
enc.losed_L confirmation copy of this letter and returning it to us.

s - Sincerely yours,

IRTZRNATIONAL BANK FOR
RJ"OJ:“TPUCS.}LLA/..:.'D .’C’"‘\T‘y.. NT

% EREC R 5 /"/f;w/S

By z “ ’\./{./
s ‘ Gunter £. Wiese, Lirector
. Cownt try Progrons Departnent
Layg Jin Anmerica and Caribbean
N, : Regional Offics
CONIIRIED:
TV ms ot o T 18 o ™A
FEDIIATIVE REPUBLIC OF BRAZIL
J ¥ P
! { 1
o,/ ({L{j
4 b
!r.uu."luflz\.‘h--”:..D"“ esentative ; Date "
Attachneonts ]
oo i3 Covnd da fozenda Moctonol .
ds Atsa e Centrotes
f <*-23 ¢ do docorario er 4ol
-
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Janwary 2, 1974

Governo do Estado de Sao Paulo

Rua Riachaelo, 115 - 3° andar
Sao Paulo, 8P, Brazil

Attention: Mr. Jose Meiches
Dear Mr. Seeretary:

Res Sao Paulo Water Supply and Pellution
0

I have attached a copy of a letter we Mawe written to the
President of the Companhia de Saneamente Bagico do Estado de Sao Paulo
(SABESP) regarding the continuation of Benlk disbursements for the subject
In

projeets pending renegotiation of the existing loans with SABESP.
view of the State's position as

of the subjeect lotins we would 1
cedures we have suggested for gon distn
your agreement by signing the enclosed eonfirmstion copy
and returning it o us.

CONFIRMED:

SECRETARIA POS SERVICOS E OBRAS
PUBLICAS ESTADO DE SAO PAVLO
2

o L et

zed m entative mﬁto 0 9/

At s
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

1818 H Street, N.W,, Washington, D. C. 20433, US.A. ‘/R ol - L:m TSR /QL 3

Ama Code 202 + Talephone - EX ecutive 36360 + Cehls Addrsas - INTEAFRAD
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January 2, 1974

General Tuis F. Galv8o Carneiro da Cunha

Presidente

Companhia de Saneamento Basico do
Estado de S% Paulo

Rua Riachuelo, 115 - 112 andar

S80 Paulo, SP, Brazil

Dear General Carneiro da Cunha:

Re: S8 Paulo Water Supply and Pollution
Control Projects, lLoans 757 and 758-BR

I should like to take this opportunity to congratulate you on

Bisico do Estado de S#o Paulo (SABESP) and wish you and your company
success. We have enjoyed excellent relations with SABESP!'g predecessor
organizations, the Superintendéncia de fgua e Esgotos da Capital (SAEC)
and the Companhia Metropolitana de Saneamento de S%o Paulo (SANESP) and
I am confident that the same relations will continue with the new

company.

In a letter to the Bank of November 16, 1973, Mr. Iuis Augusto de
Iima Pontes of SABESP stated that it was the intention of SABESP to
send a mission to the Bank to renegotiate the SAEC and SANESP loans
that SABESP has now assumed. Until the loans are renegotiated, how-
ever, Mr. Lima Pontes requests that the Bank continue to make disburse-
ments directly to SABESP.

In order not to delay the execution of the projects now underway,
we agree to continue disbursements directly to SABES” for a limited
period without a renegotiation of the loans, provided that the State of
S8o Paulo and the Federative Republic of Brazil, in their capacity as
parties to the Project and Guarantee Agreements » concur. We are there-
fore sending them copies of this letter.

In view of the importance that we attach to promptly renegotiate
the existing agreements with SAPESP, our concurrence to continue disburse-
ments without _'ru-ngtia_ted agrqemntgjfs mited to April 30, 197h. We
s or

have placed % whasis on the. nee rompt renegotiation because
many of the ¢ ons-and-provisions e existing agreements have
become unclear 85 wi tion of SABESP.
1HHWE iy 75
| 2vizas

R —
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General Luis F. G. Carneiro da Cunha = 2 - January 2, 1974

In order to continue disbursements, we will also need from SABESP

evidence of the authority of the person or persons authorized to sign
applications for withdrawal from the Loan Accounts and the amthenticated

specimen signature of any such person.

Our receipt of the signed confirmation copy of this letter will

confirm your agreement to the procedure we have suggested.

Sincerely yours,

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

7598

. Wit
er K. Wiese, Director
try Programs Department

Latin America and Caribbean
Regional Office

%M 5% Fc:\.u b & X/O

Y2y

Date

Attachment

cc:

Governo do Estado de S#o Paulo

a/e Secretaria dos Servicos e Obras Pdblicas
Rua Riachuelo, 115 - 32 andar

S8o Paulo, SP, Brazil

Ministro Antonio Delfim Netto
Ministério da Fazenda
Av. Presidente Antonio Carlos, 375

Rio de Jan s-Brasil . .
BEOID Corn ,
J0W Poge 00338
- T
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Janwary 2, 197,

Governo do Estado de Sao Paule

L4 Secretario dos Servicos e Obras Publicas
Rua Riachaelo, 115 - 3° sndar
S8ao Paulo, 8P, Bragzil

Dear Mr. Secretary:

Ret Sao Paulo Weter Supply and Pellution
0 :
I have attached a copy of a letter we Msve written to the
President of the Companhia de Saneamente Basico do Estado de Sao Paulo
(SABESP) regarding the continuation of Bank disbursements for the subject
7 projests pending renegotiation of the existing loans with SABESP. In
view of the State's position as a party te the Projeoct Agreement for both
of the subjeet lodéns we would like to have your agreement to the pro-
cedures we have suggested for continuing disbursements. You may signify
your agreement by signing the enclosed eonfirmation copy of this letter
and returning it to us.

Attention: Mr. Jose Meiches

Sincerely yours,
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
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January 2, 1974

General Tuis F. Galv#o Carneiro da Cunha
Presidente
Companhia de Saneamento Bésico do
Estado de S#%o Paulo
Rua Riachuelo, 115 - 112 andar
Sfo Paulo, SP, Brazil

Dear General Carneiro da Cunha:

Re: SHo Paulo Water Supply and Pollution
Control Projects, Loans 757 and 758-BR

I should like to take this opportunity to congratulate you on
your recent appointment as President of the Companhia de Saneamento
Bisico do Estado de S%o Paulo (SABESP) and wish you and your company
success. We have enjoyed excellent relations with SABESP'g predecessor
organizations, the Superintendéncia de fgua e Esgotos da Capital (SAEC)
and the Companhia Metropolitana de Saneamento de S%o Paulo (SANESP) and
I am confident that the same relations will continue with the new

company .

In a letter to the Bank of November 16, 1973, Mr. Iais Augusto de
Iima Pontes of SABESP stated that it was the intention of SABESP to
send a mission to the Bank to renegotiate the SAEC and SANESP loans
that SABESP has now assumed. Until the loans are renegotiated, how-
ever, Mr. Iima Pontes requests that the Bank continue to make disburse-
ments directly to SABESP.

In order not to delay the execution of the Projects now underway,
we agree to continue disbursements directly to SABES” for a limited
period without a renegotiation of the loans, provided that the State of
S8o Paulo and the Federative Republic of Braszil, in their capacity as
parties to the Project and Guarantee Agreements, concur. We are there-
fore sending them copies of this letter.

In view of the importance that we attach to promptly renegotiate
the existing agreements with SAPESP, our concurrence to continue disburse-
ments without tiated agreement§ I5 Yimited to April 30, 1974. We
have placed 'bis ﬁ hasis on the need/for rompt renegotiation because
many of the c¢ s-and provisions e existing agreements have

become unclearj :ﬁmaﬁﬁw w:ltb bhj grtion of SABESP.

T —— e ——
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General Luis F. G. Carneiro da Cunha -2 - January 2, 197k

In order to continue disbursements, we will also need from SABESP
evidence of the anthority of the person or persons authorized to sign
applications for withdrawal from the Loan Accounts and the amthenticated
specimen signature of any such person.

Our receipt of the signed confirmation copy of this letter will
confirm your agreement to the procedure we have suggested.

Sincerely yours,

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

S, -
iy //E/Z{izvc/

er K. Wiese, Director

try Programs Department

Latin America and Caribbean
Regional Office

F1zed Repre Date

;LM%{&M 55 (ol 29/o1/24

Attachment

cc: Governo do Estado de S#o Paulo
a/e Secretaria dos Servigos e Obras Piblicas
Rua Riachuelo, 115 - 32 andar
S8o Paulo, SP, Brazil

Ministro Antonio Delfim Netto
Ministério da Fazenda
Av. Presidente Antonio Carlos, 375

Rio de Jan ;Bresdl . .. _
L Lot LU O 0
B i 2 |
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Janvary 2, 197h

Ceneral Tals F. Calvio Carpeiro da Cunha
Presidente ’ o
Companhia de Saneamento Bésico do
Bgtado de 580 Taulo ,
Pua Rlachuelo, 115 - 112 andar
S8o raulo, 57, Braszil

Dear Gensral Carnairo da Cunha:

Rat Sfo Paulo Vater Supply and “cllution
Control “roilects, ‘Log:}_q_?S? and 757«R%

T should like to take this opportunity to congratulate you on
your recent appointment as President of the Comnpsnhia de Sanesamenio
Bisico do Estado de S% Paule (SAHES™) end wish you end your company
success. .6 have enjoyed excellent relations with SATES ''g prodeceogsor
organizations, the Superintendéncia de fzua e Usgotos de Capitel (8ANC)
end the Comoanhia Metropolitana de Sanemiento ds 5o “amlo (SAWES?) snd
I am confidant that the same relations wilil continue with the now

companye

In a laetter to tha Bank of Novembar 16, 1973, ¥r. Tuls Augusto de
Yima Tontas of SANE3P gtated that 1t was the Intention of SABIS” to
gend a mission to the Bank to renegotiate the SAEC amd SANTI” loans
that SATE3™ has now sssunzde. Unitil the loans are remegotiated, how-
ever, Ir. Tima “ontes requests that the Sank continue to make disburse-

ments dlrectly to OANESP, .

In ordsr not to delay the execution of the projects now undarway,
we agres to continue disbursemants directly to SARES” for a lindted
paried without & rensgotiation of the loans, providad that the State of
S8o raulo and the Fedarative Fepublic of Mrasil, in their capacitiy as
parties to the "rojsct and (uarantee Agreements, concur. We are there-
fore sending them copies of this letior.

Tn view of the importance that we stiach to promptly renegotiate
the existing agreemants with SA”ES”, our comcurrence to contlnue disbhurse-
monts without rensgotiated agreements is limited to April 30, 1974. Ye
havs placed this erphasis on the need for prompt renegotiation bocase
mary of the conditions and provisicns of the existing sgreements have
becoma unclear or mesningless with the orestion of JATIS™.



General Iuis Fo 0. Carneiro da Cupha =« 2 = Jarmary 2, 1974

In order to continus disbursements s wo will also nead from SARRSP
evidencs of ths mthority of the person or psrsons suthorizad to sizn
&pplications for withdrawal froa tha Yoan Accounts snd the amthenticated

specimnen signature of any sueh person. "

Our reczipt of the sisned confivmation copy of this letter will
conflirm your agreemsnt to the procedure we have suggested.

Sincerely yours,

INTEPNATICNAL BANT TOR
RECONSTRUCTION A¥D DRVEICPMENT

4 /

|
T Cuntor Y. Viewd, Tirecior
Conntiry Protrems Department
Tatin Amorica and Caribbesn
Reglonal Office

CONFIRNED s

COMPAIHIA DB SANBAMAITO BISTCO DO
$37ADO DR 810 rAuID

Y

Authorizsd Reprasentaiive Date

Attachment

cc: Uoverno do Tstads de S8 Yaulo
a/e Secretaria dos Servizos e Obras Pihlicas
Pua Riechuelo, 115 « 32 andar
S8o Pamlo, 5P, lNragil

Ministro intonio Delfim Mette
lipistério da Fazendsa

Av. Presidente Antonio Carlos, 375
o de Teneiro, GB, Rrasil

Cleared with and cc: Messrs. Skillings, Division Chief, IACIT
Carvalho, Legal
ey - Podriguez, Projects, IAC
e - Helne, Controller's
RKaanu erisch
5

\
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DOCNEWIS | Lieiil. o 757- B
C INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPM‘ENT(?],’Y;--.- }'.:F'J”}m
O 1818 H Street, N.W, Washington, D. C. 20433, US A. Le. LDeadewsii.e T

Arss Code 202 + Tduphamns - E X scutive 36360 + Cable Addruss - INTBAFRAD

P
Y

January 2, 1974

Ministro Antonio Delfim Netto
Ministro da Fazenda

Ministerio da Fazenda

Av. Presidente Antonio Carlos, 375
Rio de Janeiro, (B, Brazil

Dear Mr. Minister:

Re: Sao Paulo Water Supply and Pollution
Control Project, Loans 757 and 758-BR

I have attached a copy of a letter we have written to the President
of the Companhia de Sansamento Basico do Estado de Sao Paulo (SABESP)
regarding the continuation of Bank disbursements for the subject projects
pending renegotiation of the esisting 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 procedures we 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,

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

By

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

Regional Office

CONFIAMED &

FEDERATIVE REPUBLIC OF BRAZIL

s

d Repres

uthorize

Attachments
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Country

BRAZIL

Posid - dow 758

ee. 3/-73

Loan #7 57/758 Project
Credit
Investment #

.

Sao Paulo,

114

Form No,
(1-73)

Title and Description
SABESP-Companhia de Saneamento Easico do Fstado de

; al?lano de Ccntas-despesas e Investimentos-Contabili-
dade de Custos
b)Jures de Censtrucao.

¢)Plano’de Contas-Contabilidade Ceral OVER, ..

Document
Date

Frepared By

SABESP

Transmittal Letter
No.

Date

From

No Letter-Copy . €7 ¢k

Card for FileE\ & w5 N

Document #

ik
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&3 CoMPANHIA METROPOLITANA DE SANEAMENTO DE SA0 PAULO

AT A TTTTT A " CUATTTY A mra mfoTAn TV O ATV T oA TATTT A AT

SANESP CONMPANHTIA DE SANEAMENTO BASICO DO ESTADO DE SAO PAULO-SABESP
T ~Q / .
ENG-005-0171/73-SAl

December 17, 1973

'
1 v
pply Section |

nk for Reconstruction and Development |
T

. Ref.: Sao Paulo Water Pollution

Control

Proije '\'l' T.0 93 '_'En BRH

L L r_] ect = Loaln [(D0=Dbi
Reporting Requirements

With reference to Sections 3.05 and 5.02 of +the lLoan

Agreement 758-BR, we forward enclosed herewith periodic infor
mation and reports required for the project related to the lst,

sheets.

H
D
[§)]
—
L)
D
Q
cF
=t
<
~
()]
-
4y
'_l
a5
=
Q
(D

r

. 2nd and 3rd quarter, 1973, with

mrcsz@

\wﬁ( = ”

i e L

rua costa carvalho, 300 - cep 05429 - end. telegr: '""CIASANESPE'" - pinheiros - sao paulo

Mod. 1.001
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Sao Paulo Water Supply and Pollution Control Projects - Brazil - L.oan 0757, Loan 0758 - P006246 -
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SECRETARIA DE ESTADO DOS NEGOCIOS

DOS5 SERVICOS E. OBRAS PUBLICAS

i/ ../~ DE sAo PAULO
'u’{-" .'; L ! -f/
I’J / F - ] ”
o T S (._z’f S&o Paulo, ¢ 7 de outubro de 1973,

/5/(’/ s 757

Se nhor Chc fe:

Bt s it s 2 i e *

Acuso o recebimento de sua carta de 7 de setem
bro préximo passado em que Vossa Senhoria enfaiisa a necessida-
de urgente de serem discutidos e celebrados contratos supleniénig
res com o Banco Mundial, assegurando a sucessao dos direitos e
obrigagoes dos contratos de empréstimos assinados com a SAECe
a SANESP. .

Os primeiros contdtos sobre este assunto serao

. - feitos com o advogado R. Buhler, que devera estar em Sao Paulo
_ nos dias 11 e 12 do corrente, conforme telegrama do dia 28 de se-

tembro, enviado pelo Sr. Skillings-.

- o " S c -
Em decorréncia destas reunides, poderei cornu-.

mcar a Vos:—:a SeI'IhOI'ld a da..a em que nlleElO do Gov;,rno do I‘ ta-— :

Y e T o Tl i S ey

do partira para Washmgton para en‘rendlmentocs fma]s e aeqm':turq'-

dos Contretos Suplementares.

Agradego a Vossa Senhoria as sugestoes apre-

sentadas na carta referida, as quais tranemitirei a diretoria da

® s

‘ria.-meus protestos de elevada. conszderagao e apre go
Cf o g
.'.- ;‘r/:m — \' Al A s
/ JOSE: MEICHES
Secretirio dos Serviges e Obras Publicas

Aproveﬂo o enSCJo para renovar a Voscsa Senho-_

o, ar.

JOHN M. KALBERMATTEN

Chefe da Secido de Abastecimento de Agua

Divisdo de Projetos de Servicos Piiblicos para América Latina e
Caribe

Washington, U.S.A.

JL/ig.

10,000 - 4.72

R 3 St i ——— e e T - — - o - o
' - - s . W . T T T R

T ——————

——

e S ST A —"
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September 24, 1973

Companhia Metropolitana de
Saneamente de Sao Paulo

Avenida Angelica ¥o. 2223,16 andar
Sac Paulo, Braszil

Re: Loan Ho. 758 BR

We are mailing to you under separate cover a Statement of Account
for the above-mentioned loan covering the current six-month period, along
with a Susmary Statement of Amounte due on the next payment date
November 1, 1973,

A review of the payments due under thie loan on the last payment
date indicates that the follewing amounts were recefved late:

Currency
Date Dua Date Received Name Amount

e

May 1, 1973 May 18, 1973 VMexican pesos 13,517.00

The Bank attaches great importance to, and carefully reviews, the
recerd of its bhorrowers in paying the smounts due under the various loans.
A record of late payments causes us concarn and is semething which, I
know, is guite contrary to your wishes. I should be grateful, therefore,
if you would have this matter drawn to the attention of those responsible
for initistiag payments due te the Bank. Earlier payment imstructions
given to your hankers, will, I trust, result in prompt settlement, on the
due data. If there is any way in whiech we can assist you in avoldiang late
payments, please let us know.

Sincerely yours,

¥

Vietor C. Chang
Deputy Controller

ce: Ministerio da Fazenda
Av. Presidente Antonio Carlos, 375 cc: Mr. J. Burke Knapp

Mr. S. Aldewereld
Rio de Janeire, Braszil Mr. Gerald Alter

Mr. Virgilio Barco
Mr. David W. Gray



Loans 757=-BR and 758-BR September 7, 1973

Senhor Doutor Jose Meiches
Seczretario dos Servicos e
Qbras Publicas
Gabinete do Secretario
Rua Rischuelo - 115, 3° ander )
01007 Sao Panlo, Brazil

Pe: Sao Psulo Water Supply end
Pollution Centrel Project:

Dear Dr. Meiches:

We appreciate the courtesies end cooperation that the officlals
of your Secretsriat, SANESP, SARC end COMASP extended to Messrs. Costa :
and Nodricuez during their recent visit to Sao Paulo. They have submitied
& report on the Sao Paulo project and we are generally satisfied with the
progress of the works,

The Bank has been informed of the State Covernmeni's declsion to
set up & single corpany, SABESP, responsible for the planning, conetructiom
and operation of water supply and sewerage facilities in Sao Paule State.
We hope SABESP mey substantially improve water supply and sewerage services
in the State.

We wish to advise you that in view of the disestablishment of
SAM: snd SANESP. it will be necessary ihai Uhe Dank enier lilo BuppleE bal
agreenents with SABESP, the Sao Paulo State and the Federal Government in
order to assure the sussession of SABESP to the rights and obligations of
SAEGC and SANESP wnder the existling Losn Agvecments. It would be rost
opportune if we could expedite these fornalities with no delsy, which
would avoid a time-lag in the project execution.

Due to the size end importance of SABESP, it might be advisable
. to hire highly qualified consultants in organigzation, edministrative
procedures, flow of information and long-range planning. We would also
recommend that PAHO's contract with SAEC be extended and transferred
to SABISP to teke advantage of PAHO's expertise in data processing,
personnel administration, inventory and budgetary controls, etc.



Senhor Doutor Jose Heiches -l - September T, 1973

We think that SABESPfs management will have to organize without
deley en efficient financial depertment and appoint a capable financlal
nansger. Moanwhile we suggest the establislment of a financial comittee
which would assist SABESP's management in making financizl projections end
coordinating the State progranm of works.

We understand thet & joint mission of SABESP and the State may
visit the Bank within the month following the setiing up of SABESP to discuss
the supplemental agreements we have memtioned here. Ve would eppreciate if
this mission could visit Weshington in eerly Outober 1973. Flease advise
4if this date would be comvenlent for you.

Very truly yours,

Jom M. Kalbermatten
Chief, Weter Supply Secilon
Public Utilities Projects Division
Latin Anerice and the Caribbesn Regicnal Office

Cleared w/& cct Mr. Kanchuger(IC2DA)
. cot Messrs. Sheehan (LCPPB), Skillings (IC2DA), Buhler (LEG),
Helne (CTR), Costa, Rodriguesz (1CPIB)
LAC Files, Division Files

\
RCostazing ij
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Loan 758-BR September 6, 1973

Eng. Usecar F. Lotito

Diretor
Companhia Metropolitana de
Sansamento de Sao Paulo - SANESP

Rua Costa Carvalho, 300 - Pinheiros
Sao Paulo, Brasil

Bes Sao Pewlo Pollution Comtrol Project

Dear Eng. lotito:

Thank you for your letter of August 27, 1973 forwarding a copy of
your evaluation report on the preliminary designs prepared by Estudos
Técnicos e Projetos-ETEP Ltda. for the ABC sewege treatment plant.

We are presently reviewing ETEP's feasibility report, and as soon
as our review is completed, we shall write to you again to give our
coments on this project.

Sincerely,

John M. Kalbermatten
Chief, Water Supply Seection
Public Utilities Projects Division
Latin America and the Caribbean Regional Office

cc: Messrs., Kanchuger
Kalbermatten
Sheehan
Division Files

CONTROL No. BR-
FRodriguesz:meg -
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&S coMPANHIA METROPOLITANA DE SANEAMENTO DE SAO PAULD

SANESP
ENG-351-1880/73-SANESP-C

Mr. John Kalbermatten

Chief, Water Supply Section

International Bank for Reconstruction and Development
1818 H Street, N.W.

Washington, D.C. 20433

REF:=—S3ao Paulo Water Pollution
Control
Project - Loan 758-BR
Reporting Requirements

Dear Sir, i PN

fr—

With reference to Sections 3.05 and 5.02 of the Loan Agreement
758-BR, we forward enclosed herew{%h periodic information and
reports required for the project related to the 1lst quarter,
1973, and to the 2nd quarter, 1973, with respective balance

sheets.

Date Rmﬂd.udi_3{4“4g¥£;?3 Yours very sincerely

o

Date m-a.__h_a__-b;;f_é ,,,,, i Fildiwr @ ,]G/
ifto

: " Oscar Felomeno Lot
Assigned to___;ia_‘if'_/i//_ ________ Dz;etor

Mod. 1.001

1£/e=

rua costa carvalho, 300 - cep 05429 - end. telegr: ""CIASANESPE'" - pinheiros - sdo paulo







Form No. 27
(3-70)
INTERNATIONAL DEVELOPMENT
ASSOCIATION

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

P}"Lﬂ-i - 'rln - LQ-D«,__.

OUTGOING WIRE

TO: BRAZ JULIANO

CIASANESPE
SAO PAULO
COUNTRY: BRAZIL
TEXT:
Cable No.:

DATE: AUGUST 31, 1973
LOAN 758-BR

CLASS OF

SERVICE: LT

REURLET AUGUST THREE REGARDING BIDDING NUMBER TWO FOR PROCURING CONCRETE

PIPES STOP BANK HAS NO OBJECTION TO YOUR DECISION TO REJECT BIDS AND

CONSTRUCT REINFORCED CONCRETE INTERCEPTORS INSTEAD OF INSTALLING PIPES

STOP REGARDS

KALBERMATTEN
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

name John M, Kalbermatten, Chief, Water Supply Sec.
Public Utilities PrOJacts Division
pert.  Latin America and the Caribbean Regional Off,

2 e e

SIGNATURE

fSIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

CONTROL No, BR-3-48

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form)

REFEREMNC

INTERNATIONAL FINANCE
CORPORATION

CLEARANCES AND COPY DISTRIBUTION:
cc: Messrs. Kanchuger
Kalbermatten
Sheehan
Division Fil

FRodriguez:meg

For Use By'Comrrfunicaficns Section

Checked for Dispatch:
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P~ By rr Lo e 758 /2L

Form No. 590 n oy *
g IBRD & IDA: SUPERVISION SUMMARY4 o 35, 7% |
Regional Office: Country: Froject Name: , = B Loan/Crectit No. i
TAC BRAZIL Sao Paulo Pollution Control 758-BR |
Projects Dept./Div: Code: I Programs Dept./Div: Coda: |Date Loan/Grerik Project ! i i
1CPPR 166-10 | Lc2pA 1611-10 [Signed: 062171 |No. 6|B|R[A{W[W| C1
Projects Officer: Loan Officer: Original Loan/Gredits Cancellations: Current Loan/Crediit:
F. Rodriguez R. Kanchuger sm. 15,0 sm. 3,0 $m. 12,0
SECTION |: DISBURSEMENTS CUMULATIVE S MILLIONS Amount Disbursed: i
Through FY _72/73 Current FY 73/l NextFY 7L/75 sm. _ O.h "
Ist Half 2nd Half Ist Half 2nd Half Undisbursed Balance:
sm. 11 .6 |
Original Estimate 8.0 11 N 13 |3 15-0 o As of 1 I
Date: 08 ° 28 . ?3 ]
Last Estimate 0.9 2.2 6.5 1009 13-0 T
Borrower: Compa.n::a
Y1 : -
Current Estimate/Actual Ooh 1 l3 h's ?'O 9'0 etropoll ana
de Saneamentio is
Sa0 Paulo=SiNzSy
SECTION II: COST ESTIMATES s SECTION Iil: MAJOR DATES FfOR PROJECT IMPLEMENTATICN
Original Last Curreant QOriginal Last Current
Estimate Estimate Estimate Estimate Estimate Estimate/Actuai
Local Currency ($m) 66-5 6)4-0 52'5 Effective Date 10‘29‘71 2o 01 '13 '?2
'oraign Currency (Sm) 15'0 '”-10 0 1 1 OS Procurement Completion 02'28‘?3 Oh‘BO’?h Oh'BO' ?h
Total Project {$m) 81.5 78.0 6L.0 Project Completion 12.31.70 123175 12.31.75
Closing Date 06.30.75 06.30.76 06.30.76 |
SECTION IV: PERFORMANCE RATING PERFORMANCE TREND NATURE OF PROBLEM
Last This Last  This Last This
Report Report Report Report Report Report |
Problem-free project 1 limproving 1. X Financial 1s X ,
Minor problems 2 X Stationary 2. p.4 Managemeant 2.
Major problems - under control 3. S Deteriorating 3. Technical 3. X
Major problems - not under control 4 Political 4. =
Country Economic 6.
Other 6.
SECTION V: MISSION SCHEDULE DATES Last Last !
Current FY Next FY Last 2 Missions Next Mission Supervision Report Progress Report |
..Ommended interval |
between missions (months) 6 6 Jan. 1973 Aug. 1973 Jan, 19?]4- 08-214073 050 23.73
SECTION VI: MANPOWER EXPENDITURE AL EY, o SNOREEY R :
{(Manweeks) Proj. Staff Prog. Staff Proj. Staff Prog. Staff Proj. Staff Prog. Staff i
Plan 14.0 2.0 14,0 2.0 14.0 2.0 |
|
Actual - Procurement h- 1 = 2.0 - - 3 !
: I
- Other 10.0 2.0 L.O 1.0 - - ;

SECTION VII: COMMENTS (/nclude where appropriate comments on status of project-associated technical assistance) H
The project execution has been delayed because of conflicting views on the project |
recommended 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 Jdne 30, 19'_?6. The State Government has autho-
rized the consolidation of SANESP and QJDMASP into a new State company, SABESP, and conse-
quently the Bank will enter into suppl@riinual agreenents Wluh SABESP, the State and

al O nme ts. 4 r :
Pro‘ect(siOfIf.lcer G}?X?{? Hgdrigmz Signed: 4 L’U‘) (, L f / tf L Date Auvgust 28, 1973
i

————t




8 COMPANHIA METROPOLITANA DE SANEAMENTO DE SAD PAULO

Sao Paulo, 27 de aqosto de 1973.
ENG 315/1u03/73~SANDSP—C e
Date Rec'd _-_zf_?_zj_“?g

Date Aek'dece o s ok O 91

Assigned to___/f _______

John M. Kalbermatten
Chief, Water Supply Section
Public Utilities Projects Division LK - 22=
Latin America and the Caribbean Regional Office
International Bank for Reconstruction and Developmemt-—-----
1818 H Street, N.W. Washington, D.C. 20%33

USA
Ref.:- Projeto da Estagdo de Tra
tamento do ABC
Prezados Senhores: I og@,;fv

De acordo com entendimentos mantidos com o Sr4 FRITZ RODRIGUES !
durante sua estada em Sao Pavlo, estamos enviando, para conheci-
mento, o parecer da equipe técnica de }ﬂoqetos desta Companhia so
bre o "ESTUDO DE CONCEPGKO" da obra em referéncia elaborado pe
la firma Estudos Tecnicos e Projetos "ETEP" Ltda. -

Sem mais, subscrevemo-nos,

atenciosamente

" gkf
ﬁ/ .t ﬁ(’émudw: \L,,/
Eyg? Oscar F. Lotito
Diretor

Anexo: PARECER SOBRE O "ESTUDO DE
CONCEPCAO"™ DA ESTACAO DE
TRATAMENTO DE ESGOTOS DO ABC.

LV/OFL/ zm*

rua costa carvalho, 300 - cep 054290 - end. teleg: **CIASANESPE"" - pinheiros - séo paulo

Mod. 1.001
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Loan 758-BR August 9, 1973

Eng. Braz Juliano

Diretor Presidente

Companhia Metropolitana de
Saneamento de Sao Paulo, SANESP
Rua Costa Carvalho, 300 - Pinheiros
Sao Paulo, Brazil, S. A.

Ret Sao Paulo Pollution Control Project

Bid No. 9/13/73

Dear Eng. Juliano:

Thank you for your letter of July 17, 1973 enclosing two copies
ctyeurcmm Nos. 053/73, 05W/73, 055/73. 056/73md057/73 with
Construtora Passarelli S.A., Constran S.A. - Construgoes e
cmw.ms.n.,mcmmmmmu
Fonseca S.A. and Etesco S.A. Comércio e Construgoes, respectively, for
mwumormmmminmwmmumm
Crucez - Suzano System).

We have no objection to the above-mentioned contracts which will
be financed under Category II of Schedule 1 of Loan 758-ER,

Sincerely,

John M. Kalbermatten
Chief, Water Supply Section
Publie Utilities Projects Division
Latin America and the Caribbean Regional Office

cc: Messrs., Helne (with att,)
Kanchuger
Kalbermatten
Sheehan
Division Files

CONTROL No. BR~

FRodriguez:meg

ﬁ:{?



&S  coMPANHIA METROPOLITANA DE SANEAMENTO DE SA0 PAULO

SANESP PRE=-487/1636/73 - SANESP C

Sao Paulo, 03 de agosto de 1973

st il

ﬂ,¢¢7’z ///Z_/ —————

Mr. John Kalbermatten pate Received--—=-=-- 3//73
Chief, Water Supply Section T e B
International Bank for Reconstruction Date ACk»C¥ o JER

and Development od v, SILB L LBt
1818 H Street, N.W. pRESRASEST
Washington, D,C, 20 433 = pmmmmmmmemT T

usa B 5B

Ref,: Contrato 758«BR

Prezado Senhor

Anexo encaminhamos para apreciagao o relatorio da concorrencia pﬁ-
blica SANESP 02/73, para compra de tubos dos Interceptores de Mo =
gi=Suzano,

Informamos que a Comissao de Julgamento concluiu pela anulacao, uma
vez que os prec¢os apresentados foram consideravelmente superiores
aos previstos pela SANESP,

Foi feita uma nova analise tecnlca-economlca da obra com os pregos de
tubos ofertados na concorrenma concluindo~se que a solucao mais eco=

»

nomica e a construgao de galeria moldada "in loco™ de concreto armado,

A construcao desta galeria seria feita atraves de aditamento dos contra=
tos 053/73; 054/73; 055/73; 056/ 173 e 057/ 73, ja enviados ao BIRD,

Contando com a aprovagao de V,Sa,, subscrevemo=nos

Anexo,

ACC/cb,=

rua costa carvalho, 300 - cep 05429 - end. teleg.: “CIASANESPE" - pinheiros - tel. 2868132 - sao paulo



Lokl feas 758 wholus.

Avgnst 1, 1973

Re: Sso Pamlo Pollution Control Project
{loan 758-BR)

Thenk you for yowr letter of July 19 to Mr. Skillings and for
returning the signed confirmetion copy of the Bank's letter of July 11
which specified certain mmendments to the Loan Agreement for the above
project.

Ve have not yet received from Mr. Meiches the confirmation copy
with his signature but expect that we will be recedving it shortly,

With best regards,

Sincersly yours,

Eldon B. Jemmer
Country Programs Division
Latin America and Csribbean

Regiomal Office

cc: Messrs. Rodriguez, Projects
Buhler, Lawyer

%:j}bv
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—&J'W‘\M’G- JMA_A 755 ‘;1..-,-:'_:94.

Ferm No. 27
(3-70)
INTERMATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORFORATION
OUTGOING WIRE
TO:  ARTHANDER DATE:  JULY 26, 1973
CLASS OF
SAO PAULO SERVICE:  L/T QQ& \ \
COUNTRY:  BRAZIL
TEXT:
Cable No.:

RECAB SANESP LOAN 758 BR INTEREST RATE 7-1/4% stop AMOUNT EXPRESSED IN

USDOLLAR EQUIVALENT DISBURSED AND OUTSTANDING AT JUNE 30, 1973 IS

USDOLLARS LL7,723.56 stop INTEREST AND OTHER CHARGES HAVE BEEN PAID TO

MAY 1, 1973 stop LETTER FOLLOWS

INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

name Walter C. P. Rutland

CLEARANCES AND COPY DISTRIBUTION:

Messrs. Rutland, Gray, Elliott
Miss Murillo

FILE: ILetters to Borrower's Auditors
Loan Document 758 BR

LCardash/mk

cc:

per.  Controller's
SIGNATURE

(SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)
REFERENCE:

——

o ’ ORIGINAL (File Copy)
/ / (IMPORTANT: See Secretaries Guide for preparing form)

For Use By Communications Section

L —

LA

Checked for Dispatch:

v
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INCOMING CABLE : Log.218
0 A

[+

440098 IBRD UI

ITT34/25 JUL
ZCZC AWAS500 VIA ITT PWFOO072 NUIB8H TSP372 113202 10

UIWA CO BRSP 073
SAOPAULO T73/71 25 1456 P1/53/51 Distribution:

July 25, 1973 Controller Mr. Rutland

WNTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTBAFRAD 1818 H STREET
NoW MHASHINGTONDC20433

PLEASE CONFIRM DIRECTLY TO OUR AUDITORS ARTHUR ANDERSEN AND €O BY
TELEX CARTHANDER 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

| COLM®
L_!.Ulﬂlﬁ_mn“'——_




(S COMPANHIA METROPOLITANA DE SANEAMENTO DE SAO PAULO

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.5.A,

i
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 n? 119, de 29 de junho de 1973, autorizou a constituigﬁo de uma
. Sociedade por agzaes, sob a denominagao de Comp.anhia 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 municfpios , € 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 empréstimo concedido pelo BIRD ( Loan 758~BR ) serao

respeitados e cumpridos pela SABESP, _— Hec'd-—eﬁfﬁ" £

Date Mk'd"{%_—[%b
f e pssigned toﬁ

= segu

rua costa carvalho, 300 - cep 05429 - end. teleg.: ""CIASANESPE " - pinheiros - tel. 286-8132 - sao paul

1
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&S  comPaNHIA METROPOLITANA DE SANEAMENTO DE SAO PAULD

SANESP

PRE~461/1481/ 73=SANESP~C

I
(A
Il

Neste momento estao sendo realizadas todas as providgncias necessarias a
efetivag50 do que determina a Lei citada, n? 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 disposiggo de V.Sas, para outros esclarecimentos porven

L
tura necessarios.

Aterjciosamiente,

]
{

/Presiden

CJS/BJ/dm
anexo: Lei n®119 de 29/6/73
rua costa carvalho, 300 - cep 05429 - end. teleg.: *'CIASANESPE" - pinheiros - fel. 286-8132 - sao paulo
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GABINETE DA SUPERINTENDENCIA
R. RIACHUELO, 115 5° ANDAR, S.P.

Sao Paulo, 23 de julho de 1 973.

VELEN
4+ Bank for Reconstruction and

rect . N.W.

o 11, 20433

Prezado cnhor:

tado de !
119, que
neament:

Participamos a V.Sa. que o Governo do Es-

‘0 j'aulo promulgou em 30 de junho de 1973 a Lei
vitoriza a constituigao da SABESP - Companhia de

.isico do Estado de Sao Paulo.

3 K
Sa-

Essa Companhia resultara da fusao da Com-

panhia ['*" »rpolitana de Agua de Sdo Paulo - COMASP, Companhia

Metropui. .ua de Saneamento de Sao Panle - SANESP & da transfc
réncia ¢+ Loialidade dos bens da SAEC e de parte dos do Fomen-
to; Est: 41 de Saneamento Basico-FESB, além da incorporacao «
parte d ityimonio da' Companhia de Saneamento da Baixada San
tista-5" « da Companhia Regional de Agua e Esgotos do Vale do
Ribeira WIVALE.

' Participamos também que foi constituido,-
através (< Docreto n® 1 906, de 10/7/73, Grupo de Trabalho com
© objeti:: de estudar, propor e executar medidas necessarias o
atendim: "o o disposto na Lei acima citada.

Aproveitamos pois a oportunidade para ‘en-
viar co; '+ s referidos documentos, para conhecimento de V.Sa.
No aguardo do pronunciamento de V.Sa.subs
; crevemo

LALP/mlc

£

~d Enge JOji0 oj

g

/ " &‘f/’?_.’ﬂ-—-—-“;;
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&S  COMPANHIA METROPOLITANA DE SANEAMENTO DE SAO PAULO

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: (X

ﬂr’ (4 /'r: ]

We acknowledge your letter with the enclosed copies dated July, 1973,

Please find enclosed the signed corﬁirmatior{/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,

vhmd

rua costa carvalho, 300 - cep 05429 - end, teleg.: "CIASANESPE ' - pinheiros - tel. 286-8132 - sao paulo
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(N COMPANHIA METROPOLITANA DE SANEAMENTO DE SAO PAULO

SANESP

PRE =~ 430/0528/73 = SANESP - C

July 17, 1973

Mr. John Kalbermatten

Chief, Water Supply Section _ fsstaned to TP -
International Bank for Reconstruction .
and Development -Z—"’—én ___________

1818 H Street, N.W,
Washiogton' , DG, 2438 = ===00 @ eecisssessscssmisms

U.S.A. W R P i

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? 053/73, awarded with Construtora Passarelli S.A,, for
the construction of Section MS - 1 of interceptors;

Contract SANESP n? 054/73, awarded with Constran S.A. Construgoes e
Comercw, for the construction of Section MS =~ 2 of interceptors;

Contract SANESP n‘? 055/73, awarded with Consursan Engenharia e Comeércio
S.A., for the construction of Section MS = 3 of interceptors;

Contract SANESP n? 056/ 73, awarded with Sociedade Construtora Heleno &
Fonseca S.A., for the construction of Section MS = 4 of interceptors;

Contract SANESP n? 057/ 73, awarded with Etesco S.A. Comercio e Constru=
¢oes, for the construction of Section MS = 5 of interceptors.

(,/u /
Bra e/ A g uhano

Dir o/r Pres 1deht;
i 1/

enc.

rua costa carvalho, 300 - cep 05429 - end. teleg.: ""CIASANESPE" - pinheiros - tel. 286-8132 - sao paulo
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tooert Fa Skillings, Divisica Gtef, 1t 1t Yy % ATe )< T
Torms of Referencs - - B)*-VL - S XK ¥ Sorweel,

1. " You will procosd to Brazil oa July 21 for a visit of Gio W

‘throe woeks to attend 1o operationsl mabiers in projects for which you

gre the responsibis loun officer.

2 Ths Alto Turi Land Satilemenb project should roceive your

priority stiteniion. You will join lir. Rossi of a3 dzriculturald I ojacm
Tivision in his review of the project. You shwuld cscortein, with lore doesi,
sny difficultiss thot tnhe ferrower niy ba having in implonenting the ")I'O_]"Cu
end roview wny recussts thet ths Dorroasr may e conterplating for roefcrrmlste
$nz the project. You should also dowrmine, wita ¢pIJI'O‘)I'ifuﬂ Jovernment
officizls, tho effest tast any probleas in the project mifhe asve on tho
*cnex.ulim nd cppreisal of aay olier passiblaBe.m{ projocis for colonizat

3. To the extent thet your sssignment with respect to tie A1t Tard
project pormits, you should also do tie follouing in descending oxder of

prioritys

(z) Join Nr. Cronbery of e Agricultorel Projocts Division in
‘his supervision of tae Grain Storege ::.rad Lzro-Iodnntries

s danbe
r- !’U“ﬂ e -

(b) Roview the preparation of sites znd services projects wiih
the lietionald iHousing 3ank,

(¢) Join Messrs. Costa end Redrigues in their supervision of
o0 Poulo Watar wnd Cowdrale project.a.

L. You will keeo in close touch with the Goffin-Fernspdes mission, .
which will prebably bo in Brazil at the veno tims.

cc: Tagars. Qulfin, Divisicn Chief, 1CPAG
rc-mamas s lozn Officer, 1AC IX
aasj"s, Soction Chief, LLC2AD
Roasi, agriculturist, LLPAG : T
Halbernaticon, Scczmn Chiel, Public Uiilities
Costa, Finsnclel inalyst, Fublic Utilities
Fodriusz, zZnzinesr, Public Ubilitios
Strombon, Division Chief, Urbzn Frojucts
Cruz, Contzolleris
uhler, lLawyer
Saasoon, Lawyar

-~

RK?r{chﬁgﬁ;: jbv



TO:

FROM:

SUBJECT:

‘@

INTERNATIONAL DEVELOPMENT I INTERNATICNAL BANK FOR ] INTERNATIONAL FINANCE
REC

ASSOCIATION ONSTRUCTION AND DEVELOPMENT , CORFORATION

G| Jerwe

OFFICE MEMORANDUM - rc1i7, dems 727 i

Lt 5 rmas /a&\ 2554

Messrs. R. Costa (FNA, LCPPB) and DATE: July 1L, 1973'~.~—f - _

F. Rodriguez (EGR, LCPPB) P ‘{) i amiter Dhedins Bl
John M. Kalbefffifen (Section Chief, LCPFB) ce Srend . Ukl ‘;;'/i PR

. L=

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

g = 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 exscution 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 BNH's officials the Bank comments on
the Minas Gerais Water Supply Program.

2e 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, COMASP,
FESB, SBS and SANEVALE);

(ii) dinquire about the findings of the commissions appointed by the
State Government to prepare the fusion of the companies;

(iii) review the financial situation of SAEC and SANESP as of March

3, 1973;

(iv) discuss with SAEC and SANESP's managementstiheir last progress
reporte covering the first guarter of 1973

(v) evaluate progress in SALC's reorganization (management control,
billing and collection, implementation of the new general and
cost accounting systems, budgeting and inventory control, internal
auditer, etec.), 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 tendesr documents and bid evaluation reports should be reviewed.

b, Mr, Bihler will join you in Sao Paulo on July 30 and will accompany
you for two days.

5 In Belo Horizonte, Mr, Costa will discuss with the State Secretary
of Public Works and COMAG's officials, the selection of Consultants, and



vy

Messrs. R. Costa and F. Rodriguez -2 - July 14, 1973

terms of reference for the socioeconomic study in Minas Gerais State
(refer to Schedule 2 of Issue Paper on Minas Gerais Water Supply and
Sewerage Project), for implementation of the new accounting system
designed by PAHO and for improvement of COMAG's cperations.

6. In Rfo de Janeiro, Mr, Costa will review with Mr. Duarte, State
Secretary for Minas Gerais, and with Mr. 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 training
program in Brazil. You will introduce Mr. Rodriguez to BNH's officials as

the Engineer responsible for procurement matters on the project.

Tan On your return, you should prepare the usual Back-to-Office and/or
F‘ull Rep Ort-

FRodriguez/RCosta:mcg

ya

Cleared with and cc: Hr.’ﬁﬁi;huger (Program II, IAC)

cc: Messrs. Knox (ICPDR), Calika (LCPPB), Skillings (LC2DA), Rovani (5)(PBPDR),
van der Tek (VPS), Sheehan (LACPPB), Biihler (LEG), Helne (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 de
Saneamento de Sao Paulo, SANESP

Rua Costa Carvalho, 300 -~ Pinheiros

Sao Paulo, Brazil, S. A.

Re: Sao Paulo Pollution Control Project
Bid No. 9/13/13

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. - Construgoes e Comércio, Consursan Engenharia e Comérecio
S. A., Sociedade Construtora Heleno & Fonseca S. A. and Etesco S.A., -
Comércio e Construcoes, for construction of sewage interceptors in Greater
Sao Paulo (Mogi das Cruzes - Suzano 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
b/

CONTROL No, BR-3 }4 and L3
FRodriguez:meg ,
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Mr, Brez Juliang -i- July 11, 1973

fathorized fepresentatives

cc: Governo do Estado de Saoc Paulo
a/c Secretaria dos Serwvicos
e Obras Publicas
R. Riachuelo, 115 - 3° andar
Sao Paulo, SP, Brazil

Dr. Jayme Alipio de Barros
Procurador Geral
Ministerio da Fazenda

9° Andar - Sala 91l

Rio de Janeiro, GB, Brazil

Cleared with and cc: Messrs. Buhler, Lawyer
Helne, Controller's
: Rodriguez, Projects
.Zf’/[/- J.D. Elliott, Controller's
R

chuger: jﬁv




July 11, 1973
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Soverne do Istsdo de Seo Pealo “Ze July 11, 1973

e b —
ce: Dr. Jayme Alipio de Barros ccs Mr. Braz Juliano
Procurador Geral Diretor-Presidente
Ministerio da Fazenda S Companhia Metropolitana de
9° Ander - Sala 91k

Saneamento de Sao Paulo, SANESP
Rua Costa Carvalho, 300-Pinheiros

Sao Peulo, Brazil, S.A.
Cleared with and cc: Messrs. Buhler, Lawyer

Helne, Controller's
Rodriguez, Projects
J. D. Elliott, Controller's

Rio de Janeiro, GB, Brazil

/
RKafidhuger : jbv



DITERNATIONAL RANE FOR ARECONSTRUCTION
LD DEVELOPENT
ABD
COMPAHD METMOPOLITAEL
OF JANSAMEND DE 300 PAULOD
LAR BBGER :
The mcrnmmmﬂa
peragreph 1 of 1t foresaid sgremments
rﬂ'ﬁ
(xprussed in $ o wures
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1. p— 1008 of forsign
F--lnn-d.. Mm
scuipmn. 6,700,000 T —
III. Consultemta' services and 1008 of
I7. Umallesated B m
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WTE0 JWE 1975
L IR

Seheduls 2, ption of Project® to the aforeseid Agressemt
mum&m following new Scheduls Zi

The project conslsts of the following parta:

de mmu’thsmw_ previty

uppa: aad “‘gm e
&

Wﬂﬂahmﬁwnﬁi

o Emany P related low 1ifL

& L ik i #d of the

exisulng Leopoidine «nd SAGS

3. The of muohdnecy, egsipment ond matericls for e
ummnhma.

C. The pwrchiss of serviee emipment.

0. Mw services of consultonts snd he Wwaulning of ataff,

Tho projeet is expected to be completed by Decumber 31, 1975.



LOAN AGREEMENT
BETWEEN
INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT

AND

COMPANHIA METROPOLITANA
D5 SANEAMENTO DE SAQ PAULO

DATED JUNE 21, 1971
LOAN NUMBER 758-BR

Schedule 3, "Amortization Schedule" to the aforesezid Agreement
shall be replaced with the following new Schedule 3:

AMORTIZATION SCHEDULE

(Expressed in United States dollars):

Orizinal Amount Revised
Date Pzyment Due Schedule 3 Cancelled Schedule 3
Mey 1, 1976 $ 165,000 $ 33,000 $ 132,000
November 1, 1976 170,000 34,000 136,000
Mey 1, 1977 175,000 35,000 140,000
November 1, 1977 185,000 37,000 148,000
Mzy 1, 1978 190,000 38,000 152,000
November 1, 1978 195,000 39,000 156,000
May 1, 1979 205,000 141,000 164,000
November 1, 1979 210,000 112,000 168,000
May 1, 1980 220,000 Ly, 000 176,000
November 1, 1980 225,000 15,000 180,000
May 1, 1981 235,000 47,000 - 188,000
November 1, 19381 245,000 - 149,000 196,000
May 1, 1982 250,000 50,000 200,000
November 1, 1982 260,000 52,000 208,000
Mey 1, 1983 270,000 sh,000 216,000
Hovember 1, 1983 280,000 56,000 22} ,000
May 1, 198} 290,000 58,000 232,000
November 1, 198l 300,000 60,000 240,000
My 1, 1985 310,000 62,000 248,000
November 1, 1985 325,000 65,000 260,000
May 1, 1986 335,000 67,000 268,000
Novemver 1, 1986 345,000 69,000 276,000
Mey 1, 1987 360,000 72,000 288,000
November 1, 1987 375,000 75,000 300,000
Mey 1, 1988 385,000 77,000 308,000
ljovember 1, 1988 100,000 80,000 320,000
My 1, 1989 115,000 83,000 332,000
November 1, 1989 430,000 ., 86,000 3LL,000
Mzy 1, 1990 145,000 89,000 356,000
November 1, 1990 460,000 92,000 368,000
May 1, 1991 1;80,000 96,000 38L,000
lovember 1, 1991 145,000 99,000 396,000
May 1, 1992 515,000 103,000 412,000
November 1, 1992 535,000 * 107,000 428,000
May 1, 1993 550,000 110,000 141,0,000
November 1, 1993 570,000 111,000 156,000
Mey 1, 1954 595,000 119,000 476,000
November 1, 1994 615,000 123,000 192,000
Msy 1, 1995 635,000 127,000 506,000
November 1, 1995 650,000 132,000 528,000
Mey 1, 1996 695,000 139,000 556,000

$ 15,000,000 $ 3,000,000 $ 12,000,000

#To the extent that any portion of the Loan is repayszble in a currency
other then dollers (see General Conditions, Section 4.02), the figures
in these columns represent dollar equivalents determined as for purposes
of withdrewel.
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July 10, 1973

Irving Trust Company
One Wall Street
New York, New York 10015

Attention: International Division
Mr. ecre

Gentlemen:

With reference to your letter of July 2, 1973, regarding the
delay in payment of Mex$ 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, Rytland
Chief, Accounting Rivision
Controller's Department

cc: Messrs. Rutland, Gray & Elliott
File: Statement Folder - 758 ER

Other Information - Brazil
LGrothe/od

= _— ' -~ /.,_.-
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&S  coMPANHIA METROPOLITANA DE SANEAMENTO DE SAO PAULO

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
: d -._i .l.lf‘ 4{': 24
Dear Sir: o e

td

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.

Dat

pssigned "

rua costa carvalho, 300 - cep 05429 - end. teleg.: ""'CIASANESPE’" - pinheiros - tel. 286-8132 - sao paulo



Countrypra 71T,

Loan # 768 Proiec%
Credit #?5

Investment #

Title and Description

TOMADA DE PRECNS

Form No. 114
(1-73)

ol 1. Interceptores do sistema Mogi das Cruzes-
Suzano Relatorio da Comissao de Jugamenio.

Vol. IT.- Interceptores de Sistema das Cruzes
-Suzano . Documentos de Licitaczo.

Document

Date July/3/73

Prepared By SANESP

Transmittal Letter
No.

Date

From Document #

Mo Letter-Copy 2
Card for Fiie [J ‘QJ %’
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IRVING TRUST COMPANY -

ONE WALL STR

.Y. 10015

J g
\\Jgiahfiﬂ}973

/

NeEw YORK
INTERNATIONAL DIVISION

International Bank for Reconstruction
and Development
1818 H, Street N.W.

Washington, D.C.

Attention: Mr. Gunter K. Wiese, Director

Latin American Country Program 11
A

Dear Sir: | X

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 May 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/jours,

poaanrlr

i cc: Mr. K. George Gabriel, Controller

F International Bank for Reconstruction
;i and Development

1818 H. Street N.W.

Washington, D.C.







Form No. 27
(3-70)
INTERNATIONAL DEVELOPMENT

ASSOCIATION

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

yﬂaj\u\{j- ,LAM 7§? !49&*'4:

INTERNATIONAL FINANCE
CORPORATION

OUTGOING WIRE

TO:  JAYME ALIPIO DE BARROS
MINIFAZ
RIO DE JANEIRO

COUNTRY: BRAZIL

TEXT:
Cable No.:

DATE: JUNE 29, 1973

CLASS OF

SERVICE: LT //7

REFERENCE LOAN 758-BR STOP THANKS YOUR TELEX ADVICE GOVERNMENT'S

AGREEMENT CANCEL THREE MILLION DOLLARS STOP WE ARE PREPARING LETTER

TO BORROWER ADVISING BANK'S AGREEMENT TO CANCELLATION AND WILL SEND

YOU COPY STOP BELIEVE SECTION 6.01 OF LOAN AGREEMENT GENERAL CONDITIONS

PERMITS THIS ACTION WITHOUT NEED TO SIGN NEW GUARANTEE AGREEMENT OR

AMEND EXISTING GUARANTEE AGREEMENT REGARDS

SKILLINGS
ACTING DIRECTOR

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME Robert F. Skillings, Acting Director

SIGNATURE

(SIGNATURE OF INDIVIDUAL AUTHO
REFFRENCE nganchuger s jbv
——

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form)

ED TO APPROVE)

CLEARANCES AND COPY DISTRIBUTION:

Cleared with and ce: Mr. Buhler, Lawyer
cc: Messrs. Rodriguez,
Public Utilities

Helne,

Controller's

For Use By Communications Section

s

.~ ————

Checked for Dispatch:
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SECREGEFAZ RO sl 353&':'31
ga&@;}?&ﬂxab
FROM: RIO DE JANEIRO |
June 27, 1973 Distribution
M, Skillinge X
:? Wese
YELEX MR 1073 27.6.73 + Sheehan

INTRAFRADR TO

MR . SKILLINGS

REFESENCE YOU® TELEX PEGARDING BANK LOUAN T58=BR SAC FAULU '
POLLUTION COMTROL PROJECT PLEASED YO INFORW THAT BRAZILIAN .
GUVEHNMENT AGREES O CANCELLATION GOF uS UDOLLARS 3,000,000,00
AS RESULT REDUCTIUN PROJECT COST BTOP. wk ARE READY FOR TAKE
STEPS | ORDER TO SIGN ANY NEW GUARANTEE AGREEMENT REGUIRED
BY BARK®S POLICHIES STOP HEGARDS JAYHE ALIPIC DE BARROS -

w® ' -«
PROCURADOR GERAL DA FAZENDA NAC IONAL *_ |
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Form No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

r r — - A} |
[ f o 1 |
o A !-'.'.JI v l}(‘*‘{"""“ - /_{J g + \*‘;‘{'- Mdt

OUTGOING WIRE

TO: BRAZ JULIANO
CIASANESPE
SAO PAULO

COUNTRY: BRAZIL

TEXT: REFERENCE BID NUMBER CP TWO SEVENTYTHREE FOR SUPPLYING REINFORCED CONCRETE

Cable No.:

DATE: JUNE 26, 1973

LOAN 758-BR
W

CLASS OF
SERVICE: FR

PIPES STOP BANK HAS NO OBJECTION TO REVISED VERSION OF TENDER DOCUMENTS

STOP PROCEED WITH BIDDING SZEP REGARDS

KALBERMATTEN
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

nave John M, Kalbermatten, Chief Water Supply Sec.
Public Utilities Projects Division
oerr.  Latin America and the Caribbean Regional Off,

SIGNATURE e

* AS1GNATURE oF INDIVI Wﬁ AUTHORIZED TO APPROVE)
REFERENCE:
FRodrfguez:mcg

CONTROL No., BR- 96
ORIGINAL (File Copy)

(IMPORTANT: See Secretaries Guide for preparing form)

CLEARANCES AND COPY DISTRIBUTION:

cc: Messrs., Helne
Kanchuger
Kalbermatten
Sheehan
Division Files

v
For Use By Comn}(nicaﬂons Section

Checked for Dispatch:

INTERNATIONAL FINANCE
CORPORATION
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Loan 758-BER June 25, 1973

Eng. Braz Juliano

Diretor Presidente

Companhia Metropolitana de
Saneamento de Sao Paulo, SANESP

Rua Costa Carvalho, 300 - Pinheiros

Sao Paulo, Brazil, S. A.

Re: Sao Paulo Pollution Control Project
Bid No. CP 01/73 _

Dear Eng. Juliano:

Thank you for your letter of May 31, 1973 enclosing two copies of your
contracts Nos, 04O/73, OL1/73, O42/73, OL3/73, OLl/73 and ol5/73 with
Escritorio de Construgoes e Engenharia ECEL, Constran - Construgoes e
Coméreio, CCBE Rossi-Servix Engenharia S.A., Paulista de Construgoes e
Comércio, Enbasa Engenharia e Comércio S.A. and Engeral-Engenharia e Obras
S.A., respectively, for construction of sewage interceptors in Greater Sao
Paulo (ABC System).

We have no objection to the above-mentioned contracts which will be
financed under Category II of Schedule 1 of Loan 758-BR.

Sincerely,

John M. Kalbermatten
Chief, Water Supply Section
Publie Utilities Projects Division
Latin America and the Caribbean Regional Office

cc: Messrs., Helne (with att.)
Kanchuger
Kalbermatten
Sheehan
Division Files

CONTROL No, BR-3
FRodriguez:mecg
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Form No. 27

(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO: MINISTER DELFIM NETTO DATE: JUNE 20, 1973
MINIFAZ
CLASS OF

RIO DE JANEIRO
COUNTRY:  BRAZIL

TEXT:
Cable No.:

SERVICE:

P

REFERENCE BANK LOAN 758-BR SAO PAULO POLLUTION CONTROL PROJECT AND

MR. WIESE'S TELEGRAM TO YOU OF JUNE 7, 1973 STOP PLEASE ADVISE US YOUR

VIEWS BORROWER'S REQUEST US$3.0 CANCELLATION SUBJECT LOAN REGARDS

SKILLINGS

ACTING DIRECTOR

COUNTRY PROGRAMS DEPARTMENT
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME Robert F. Skillings

CLEARANCES AND COPY DISTRIBUTION:

cc: Messrs. Buhler, Lawyer
Helne, Controller's
Kalbermatten, Section Chief,
Public Utilities
Rodriguez, Procurement Officer,

DEPT. TLatin rica and C
SIGNATURE ¥ et

(SIGNATURE OF INDIVIDUAL AUTH IZED TO APPROVE)
REFERENCE:

%n%uger:glw
ORIGINAL (File Copy)

(IMPORTANT: See Secretaries Guide for preparing form)

LAC
K Vlc¥ of jncomjng
For Use By’ Commupi€afions Seclion

R

Checked for Dispatch:
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Form No. 27
(3-70)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE /3//_57
70: MINISTER DELFIM NETTO DATE:  June 7, 1973
MINIFAZ
CLASS OF &é\/ N
RIO DE JANEIRO SERVICE: LT W

COUNTRY: BRAZIL

TEXT:
Cable No.:

REFERENCE BANK LOAN 758-BR SAO PAULO POLLUTION CONTROL PROJECT STOP
BORROWER'S PRESIDENT BRAZ JULIANO HAS REQUESTED IN HIS LETTER TO US OF
MAY 17 1973 IBRD CANCELIATION OF US$3.0 MILLION OF LOAN AS RESULT REDUCTION
PROJECT COST ESTIMATES FOLLOWING RECEIPT OF BIDS FOR MAJOR ITEMS THAT WERE
LOWER THAN EXPECTED STOP WE ARE PREPARED TO ACT FAVORABLY ON BORROWER'S
REQUEST BUT BEFORE TAKING ACTION WE WOULD LIKE INDICATION FROM YOU THAT
GOVERNMENT AS LOAN GUARANTOR IS IN AGREEMENT STOP COPIES THIS CABLE SENT TO
PRESIDENT SANESP AND SAO PAULO SECRETARY PUBLIC WORKS
REGARDS

WIESE
INTBAFRAD

.
NOT TO BE ;m(usmmsn

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
C/W and cc: Messrs. Skillings, Division
NAME Gunter K. c II Chief, IAC II
Buhler, Legal Dept.
DEPT. Kelbermatten, Pro-
jects, LAC
SIGNATURE Helne, Controller's

tSIG INDIVIDUAL AUTHORIZED TO APPROVE) Ka.ﬂ:a TME

REFEREMNCE: For Use By Communications Settion
er::mr

ORIGINAL {Flla Copy) '%!r/
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Form No. 27
(3-70)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: DR. JOSE MEICHES DATE: Jure 7, 1973
SECRETARIO DOS SERVICOS
E OBRAS PUBLICAS CLASS OF
DO ESTADO DE SAO PAULO SERVICE: LT / //
SAO PAULO / /

COUNTRY: BRAZIL

TEXT:
Cable No.:

FOLLOWING CABLE SENT TO MINISTER OF FINANCE THIS DATE
QUOTE REFERENCE BANK LOAN 758-BR SAO PAULO POLLUTION CONTROL PROJECT

STOP BORROWER'S PRESIDENT BRAZ JULIANO HAS REQUESTED IN HIS LETTER TO
US OF MAY 17 1973 IBRD CANCELLATION OF US$3.0 MILLION OF LOAN AS
RESULT REDUCTION PROJECT COST ESTIMATES FOLLOWING RECEIPT OF BIDS FOR
MAJOR ITEMS THAT WERE LOWER THAN EXPECTED STOP WE ARE PREPARED TO ACT
FAVORABLY ON BORROWER'S REQUEST BUT BEFORE TAKING ACTION WE WOULD
LIKE INDICATION FROM YOU THAT GOVERNMENT AS LOAN GUARANTOR IS IN

AGREEMENT STOP COPIES THIS CABLE SENT TO PRESIDENT SANESP AND SAQO PAULO
SECRETARY PUBLIC WORKS UNQUOTE

REGARDS
SKILLINGS
INTBAFRAD
NOT TO BE TRANSMITTED
AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME Robert F. Skillings, Division Chief, LACII
SIGNATURE % / A A
(SIGNATIJRE OF INDI DUAL AUTHORIZED APPROVE)
REFERENCE: RK uger smr For Use By Communications Section
ORIGINAL (File Copy) A’//
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch: <7
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Form No. 27
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(3-70)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO: DR. BRAZ JULIANO DATE: June 7, 1973
DIRETOR PRESIDENTE
SANESP, SAQ PAULO CLASS OF
SERVICE: LT / A
COUNTRY: BRAZIL
TEXT:
Cable No.:

FOLLOWING CABLE SENT TO MINISTER OF FINANCE THIS DATE

QUOTE REFERENCE BANK LOAN 758-BR SAO PAULO POLLUTION CONTROL PROJECT STOP

BORROWER 'S PRESIDENT BRAZ JULIANO HAS REQUESTED IN HIS LETTER TO US OF

MAY 17 1973 IBRD CANCELIATION OF US$3.0 MILLION OF LOAN AS RESULT

REDUCTION PROJECT COST ESTIMATES FOLLOWING RECEIPT OF BIDS FOR MAJOR

ITEMS THAT WERE LOWER THAN EXPECTED STOP WE ARE PREPARED TO ACT

FAVORABLY ON BORROWER'S REQUEST BUT BEFORE TAKING ACTION WE WOULD LIKE

INDICATION FROM YOU THAT GOVERNMENT AS LOAN GUARANTOR IS IN AGREEMENT STOP

COPIES THIS CABLE SENT TO PRESIDENT SANESP AND SAQ PAULO SECRETARY PUBLIC

WORKS UNQUOTE

REGARDS

SKILLINGS
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:

NAME

DEPT.

SIGNATURE

Robert F. Skillings, Division Chief, LACII

m‘;ﬁ%m

CLEARANCES AND COPY DISTRIBUTION:

REFERENCE:

(SIGN.AT RE OF INDIVIWL AumomzzH TO APPROVE)

ORIGINAL (File Copy)

For Use By Communications Section

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch: d’/
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INTERNATIONAL DEVELOPMENT \ INTERNATIONAL BANK FOR i INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Gunter K. Wiese (through Mr. Skillﬁnéa) DATE: June 7, 1973

FROM: Réfa/gg/l{anchuger

SUBJECT: BRAZIL - Loan 758-BR, Sao Paulo
Pollution Control Project

i 9% We have been requested by the Borrower (Companhia Metropolitana

de Saneamento de Sao Paulo) to cancel US$3.0 million of the US$15.0 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$l2.0 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.

L. You may have noted that paragraph L 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 2L, 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 No. 75 ° s IMTERNATIONAL BANK FOR

(2.60) RECONSTRUCTION AND DEVELOPMENT
{NTEHN;TIONAL FINANCE INTERNATIONAL DEVELOPMENT
CORPORATION ASSOCIATION
Date
ROUTING SLIP June 5, 1973
1 NAME ROOM NO.
Mr. R.R. Buhler AB25
Mr. J.D. Elliott H73L
Mr. A.A, Helne HL33
Mr. J.M. Kalbermatten Cc913
To Handle Note and File
Appropriate Disposition Note and Return
Approval Prepare Reply
X |Comment Per Our Conversation
Full Report Recommendation
Information Signature
:alnitial Send On
REMARKS

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 sul-

ect loan, I have made some alterations to
documents prepared by Mr. Rodriguez, based
on the discussions I have had with some of
you.

4 e

From v

R.Kmmmgm'
@
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DRAFT
REKANCHUGER :mr
June 5, 1973

Tos Mr. Gunter K. Wiese (through Mr. Skillings)
From: Robert Kanchugsr

Subject: BRAZIL - Loan 758-BR, Szo0 Paulo Pollution Control Project

s In accordance with the attached memorandum 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 Borrower, 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 3 of the Loan
Agreement. These documents also require your signature.

2. Your previous letter of March 30, 1973 amending Schedules 1 and 2 to
the Locan Agreement were not confirmed by the Borrower's President because he did
not bslieve that the Borrower, as an independent entity, should cosign documents
with the State Secretary of Pyblic Works (see paragraph 5 of the Rodriguez memo-
randum). We accept the Borrowsr's recommendation and have prepared documents
which only provide for your signature and that of the Borrower. We believe this
to be legaliy sufficient.

3 We should like to ecall to your attention paragraph 1 of Mr. Rodriguez's
memo which indicates that the downward revision of project cost estimates are a
result of the Borrower having received bids on the sewer interceptors which were
below the original estimates. The original estimates were conservatively made
and we believe the US$12.C million of loan funds will be sufficient to meet the

project needs.



L. If you agree to the attached proposed letter, the following notice
can be placed in the next semi-monthly report to the Executive Directors: 1

"US$12 million Loan of June 21, 1971 to Companhia Metropolitana de

Saneamento de Sao Paulo (ILn. 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 :mr
- June 5, 1973

Mr. Braz Juliano
Diretor-Presidente

Companhia Metropolitana de
Saneamento de sSao Paulo, SANESP
Rua Costa Carvalho, 300-Pinheiros
Sao Paulo, Brazil, S. A.

Re: Sao Paulc Pollution Control Project - Loan 758-BR

Dear Mr, Juliano:

In accordance with your request of May 17, 1973 to reduce the amount
of the subject loan specified in Section 2.0l 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 retrosctive to Mey 17, 1973 in accordance with the provisions of Section
6.0l 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 endlosing 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,

Cunter K, Wiese, Director
Country Programs Department
Latin America and Caribbean

2gional Office




CONFIRMED:
COMPANHIA METROPOLITANA DE SANBAMENTO
DE SAO PAULO, SANESP Date
By ;
‘Braz Juliano
Diretor Presidente
. 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. Riachuslo, 115 - 3° andar

To be cleared with and ce: Messrs. Buhler
Helne
Kalbermatten
J. D. Elliott



LOAN AGREZMENT

' BETWEEN

INTERMATIONAL BANX FOR RECC

AND DEVELORMEUT
AND

CCMPAF?*P METROPCLITANA
DE SAIEAMENTC D2

v DATED JUNE 21, 1571
LOAN NUMEER 7':‘: ER

The following tzble of expendifures rsplac:aa'
paragraph 1 of Schedule 1 to the aforesaid &

Amount of the
Loan Allccated
(Expressed in

CMSTRUCTION

SAO PAULO

that appearing in

% of Expernditures

Catecory Dollar Fouivalent) t0 te Financed
I. Imporied machinery, 3,500,000 100% of foreign
materials and equipment expenditures
IT. Civil works and locally 14% of total expenditures,
produced or procured representing the estimated
machir -.,r;,', r=terials and foreign expenditures
egquipment 6,700,000 conporent
I11. Consultants'! services znd 1C0% of foreign
training 800, 000 expendi tures
IV. TUnaliocated 1,000,000
TOTAL 12,000,000
INTERMATICIAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT
By
Gunter K. Wiese
Country Programs Departiment
Latin America and Caribbean
Regional Office
CONFIRMED:
Date
COMPANHIA MSTROPOLITANA DE SANEAMENTO DE

SAO PAULu, SANESP

Authorized Representatives
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INTERNATIONAL EZK TOR RIGONSTRUCTION
| XD DEVELORMENT ;
. : AND
COMPANHIA METRCPOLITAMA

DE SANEAMENTO DE SAC PAULO

DATED JUNE 21, 1571

;
LOAY NU2BER ? E-FR

Schedule 2, "Description of Projecti! tc the aforesaid Agreement
shall bte replaced with the follcwing new Schzdule 2:

The project consists cf the following parts:

- I .
A. Thke constructicn of 26 Ikm nent gravity
interceptors along the Dos ] r Tarmanduatel
Rivers with trunk collector 3 22 km of
sever inierceptors alcng th atel River, the
S s & . 2 =
. upper and south bank of Tie r; a 3.0 n’/sec primary
% - o -
treatrmant plant at San Castzno; 2 1.5 rnd/sec secondary
Sy P . —~=mt Tmlant ot Vel Couearpns walo - Ter 1554 e
eallznl plant av wLEl-cuZand; Ielcev d 1w 1ift purm
stations for the: trezitnent plante; and irprovements of the
-existing lecopoldira and Pinheiros sewage treaument plants.
1

B. The swply of machirery, equirrment and materials for the
© in

o
facilities referred to in paragraph A,
. C. The purchase of service equiprment.
D. The services of consultants and the training of staff,.
The project is expected to be completed by Dacermber 31, 1975. ‘

. INTERNATIONAL BANK FO
' RECOIISTRUCL_CI AND D.JV"LUDILZI?T

By

Gunter K. Wiese
Country Programs Department
Iatin Americz and Caribbean

Regional Office
CONFIRMZ=D: .

COMPANHIA PETROPCLITANA DE SANEAMENTO DE Date
SAO PAULO, SAIES

Authorized Representatives




@ COMPANHIR METROPOLITANR DE SANEAMENTO DE SAO PAULO

SANESP PRE-0253/1027/73-SANESP-C
May 31, 1973
- 7@%@ /9, 1173
Mr, John Kalbermatten Date A }V/“’{ "2__5:_/_—_73
Chief, Water Supply Section ' /
International Bank for Reconstruction — Assigned fo. /o o
and Development
1818 H Street, N.W, - o
Washington, D.C. 20433
U.S.A. - - —
Re.: International Competitive Bidding
ne CP 031/73
Contracts
.‘:‘__, _{‘._‘ L v
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 n? CP - 01/73, for the construction
of sewage interceptors of the ABC system, as follows:
Contract SANESP n© 040/73, for the construction of Section T 1 of
interceptors, awarded with Escritorio de Construcao e Engenharia ECEL
S.A.;
Contract SANESP n? 041/73, for the construction of Section T 2 of interceptors,
awarded with CONSTRAN S,A. - Construcoes e Comercio;
Contract SANESP n? 042/73, for the construction of Section T 3, CCBE-
ROSSI SERVIX Engenharia S.A.;
Contract SANESP n? 043/73 for the construction of Section M 1, S.A.
PAULISTA DE CONSTRUCOES E COMERCIO,
Contract SANESP n? 044/73 for the construction of Section M 2, ENBASA
Engenharia e Obras S.A,
Contract SANESP n? 045/73 for the construction of Section M 3, ENGERAL,
Engenharia e Obras S.A,
/
We herewith forward two copies of each contract. /
/
Yours f /i?ﬁully
,---;.-*"") 1 ( A L o
/ | Braz Juliano
Enc. Direfor Pr'esu:l Te\
"".";".\ -0 - SANESP .z /
'{‘ CA!\",‘J] g! 300 ‘ I‘i"li_": S \\_

NES: 2868139 - 986

avenida angeﬁca n.o 2223 - 8.0 a 17.0 andares - tel. 256-4422 (pabx) - caixa postal 30546 - sao paulo

mod., 1001-A

A f
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COMPANHIA METROPOLITANA DE SANEAMENTO DE SAO PAULOD
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

HaSals
Re.: Sao Paulo Water Pollution Control
Project - Loan 758-BR
Reporting Requirements
Dear Sir: o=

With reference to Sections 3.05 and 5.02 of the Loan Agreement
758 = BR, we forward enclééed herewith periodic information and
reports required for the Project related to the 4th quarter, 1972

and to the 1lst quarter, 1973, with respective balance sheets.

Yours very sincerely

M—ﬁ",é,/ 7‘3 -, ~
fate ReC ‘- il %5//k/ //ﬁéyé{’ = “ﬁﬁ#g;

~_lio- Ignac1o Dale Coutinho
Diretor

T"T.Lr‘ﬂd

rus costa carvalho, 300 - cep 05429 - end. teleg.: ''CIASANESPE"" - pinheiros - séo paulo
Mod. 1.001
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8 COMPANHIA METROPOLITANA DE SANEAMENTO DE SAO PAULOD

PRE-252/1026/73 - SANESP - C
May 30, 1973

Mr. John Kalbermatten Dgite’ AREBRNEdsss G

Chief, Water Supply Section P Boadliss e
International Bank for BT R

Reconstruction and Development e e

1818 H Street, N.W. \WEK‘ 3-36
Washington, D.C.20433 e SRt o SN i i

U.S.A.

Re. : Sao Paulo Pollution Control Project
Bid N? CP - 02/73

A s I . P I.’I

V) Jil o A
of %

Dear Sir: "

-

In reply to your letter dated May 18, 1973, we forward herewith copy of the
invitation to bid N2 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 /Sincerely

i -_1 5>
/" Bra

Dirg o Presid

enc. :copy of the invitation to bid N¢? CP7"02/ 73 /
Q \
NOVO ENDERECO - SANESP - - c1e0s /
RUA COSTA CARVALHO, 3CD
FONES: 2868132 - 286-865
avenida angélica n.o 2223 - 8.0 a 17.0 andares ~ tel. 256-4422 (pabx) - caixa |Jpostal 30546 - sao paulo
mad 1001-A



Form Mo, 27
(3-70)

INTERNATIONAL DEVELOPMENT

é—fzwl(’— iM"l 4.1 He

INTERNATIONAL BANK FOR

éLL( /

INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO: BRAZ JULIANO DATE: MAY 2k, 1973
CIASANESPE LOAN 758-BR
SAO PAULO csL;s\i;f P / {7
COUNTRY: BRAZIL
TEXT: REURCAB MAY TWENTY TWO CONCERNING EVALUATION OF BIDS ZERO ONE SEVENTY THREE

Cable No.:

FOR CONSTRUCTION OF ABC INTERCEPTORS STOP BANK HAS NO OBJECTION TO YOUR
AWARDS OF CONTRACTS T ONE TO ECEL COMMA T TWO CONSTRAN COMMA T THREE ROSSI
COMMA M ONE PAULISTA COMMA M TWO ENBASA AND M THREE ENGERAL STOP PROCEED
TO EXECUTION OF CONTRACTS STOP REGARDING BIDDING PROCEDURES FOR MOGI SUZANO
WORKS COMMA WE WILL WRITE YOU SOON STOP REGARDS

KALBERMATTEN
INTBAFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY:
NAME John M. Kalbermatten

Chief, Water Supply Section

OEPT.  Latin America apd the Caribbean Regional Offic

S!GNATURE,_M / %’ %

e

J (SIGNATURE OF IND AL AUTHORIZED TO APPROVE)
REFERENGE: FRodriguez:mcg o
CONTROL No. BR- -26, BR-3-29

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form)

CLEARANCES AND COPY DISTRIBUTION:
cc: Messrs., Bihler (ILEG)
Helne (CTR)
Kanchuger (LC2DA)
Kalbermatten (LCPPB)
Sheehan (LCPPB)
Division Files

For Use By Communications Section

R

Checked for Dispatch:

s U i
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INTERNATIONAL DEVELCPME

NT I INTERNATIONAL BANK FOR [ INTERNATIONAL FINANCE
s & ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORFORATION ‘ i
i - . ‘T_ ,i - L‘] /):: \/
e r BT
_ OFFICE MEMORANDUM  +
TO: Mr. John M. Kalbermatten, Chief Water Supply DATE: May 23, 1973
Section (LCPFB) ! 17
FROM: pritz Rodriguez, EGR,(ICPPR) %7
L7

I

SUBJECT: BRAZIL - Loan 758-BR
Sao Paulo Pollution Control Project
Progress in Project Execution

; | This memorandum is intended to summarize the discussions I had

in Washington from May 1L to 17 with officials of the Companhia Metropolitana
de Saneamento ds Sao Paulo (SANESP) on the above subject. Following the
results of the first bidding for construction of sewage interceptors in Greater
Sao Paulo (ABC system), SANESP has revised the estimated costs of its construc-
tion program, and consequently is requesting cancellation of US33.0 million

in the originzl US315.0-million loan. Messrs. Braz Juliano and Alcindo Camano,
of SANESP, also came to Washington to submit their evaluation report on the
above-mentioned tender, and to discuss bid documents for reinforced concrete

. pipes.

2 As you are aware of, the project &
ew ¢

0 fired in the zpprai
was abandcred and the Bank approved a

@ aicsal report
onstruction pregram

sucmitted by

new
SANESP in a letter of February 23, 1973. The Bank loan would have financed
US$515.0 million of the appraisal project costs, or the estimated foreign

exchange component of the project. For the new program of works, it was

decided that the Bank will continue to finance 1Y per cent of project costs,

as set forth in the Loan Agreement. As I pointed out in ny Back-to-Office

and Full Report of March 12, 1973, the new construction program is smaller

. and censequently the Bank financing will be less than US315.0 million, unless
additional works can be identified.

3 On the basis of unit prices provided by SANESP, I prepared an
estimated cost of the new works and found that the Bank financing would have
amounted to US31L.0 million. Cost estimates were expressed at Ssptember
1971 price levels and physical contingencies ranged from 10% for equipment

. to 20% for civil works. These estimates also included financing of the

; study of a long-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 18% 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 tentative financing plan, established with figures of this
investment program, indicated that the internal cash generation forecast by
SANESP for the 1972-75 period was to increase by L5%.

L. Final design of the project is now completed. SANESP has revised
the cosi estimates and found that they would amount to Cr$382.2 million or
US$63.7 million, US$1L.0 million less than the original estimates. In view
of firancial constraints and especially because the officials of SANESP do
not like the loan conditions (we only finance 1L% of expenditures for all
local procurement and civil works contracts), Mr. Juliano appeared unwilling



Mr. John M. Kalbermatten -2 - May 23, 1973

to accept that the Bank finances additional works under the present loan condi-
tions. He suggested that SANESP at conce undertake the study of a master plan
for water pollution control in Greater Sao Paulo, which wculd be submitted tc
the Bank for a second loan. Mr. Juliano made it clear that he wants to cancel
any amounts in the loan, which are not now allocated to the revised program.

Se The Bank financing is now expected to amount to US$12.0 million.

I recommend that the Bank approve the cancellation of US53.0 million requested
by SANESP. For this purpose a draft letter has been prepared and is annexed
to this memo. Schedule 1 of the Loan Agreement (Withdrawal of the Proceeds
of the Loan) has been revised to reflect this cancellation and SANESP should
give its formal agreement to the revised schedule. Schedule 2 (Description
of the Project),which was forwarded per our letter of March 30, 1973 to SANESP
for its approval, has been accepted. However, Mr. Juliano objected to the way
it was presented to him. He explained that he could not co-sign a document

with Mr. Meiches, State Secretary of Public Works, since SANESP is an independent

entity from the State Government. Messrs. Meiches and Juliano will be asked
to approve Schedule 2 on two separate documents.

G. Mr. Juliano also submitted the SANESP evaluation,report on
bidding No. CP 01/73 for construction of sewage interceptors in Greater

Sao Paulo (ABC system). Frevious to his visit to Washington, the Bank
received a cable from ETESCO, a company participating in the bidding,
charging that improper procedures had been used by SANESP for the qualifica-
tion of bidders. I carefully reviewed the report and concluded that SANESP
had rejected the ETESCO's bid on a goced ground. Fighteen Brazilian and one
German construction firms have participated in the bidding for six separate
contracts. After evaluating the bids received, I found that it was possible
to combine the awards for a total contract amount of Cr$c0,368,5L40. SANZSP
would prefer to make a different ccmbination of contractors, which would
result in a total contract price of Cr$81,541,719 or {1.L¥ higher than the
first combinaticn mentioned. 1 informed Mr. Juliano that the Bank will have
no objection to his proposal.

T I also reviewed bid documents for the supply of reinforced concrete
pipes and suggested that SANESP make some changes in the specifications (see
attached copy of letter of May 18, 1973 to SANESP).

Attachments

cc: Messrs. Biihler (IEG)
Costa (LCPFB)
Helne (CTR)
Kanchuger LCZDA)
Sheehan (LCPPR)
Division Files

FRodriguez:mecg



Loan 758-BR May 23, 1973

Companhia Metropolitana de
Saneamento de Sao Paulo, SANESP

Rua Costa Carvalho, 300-Pinheiros
Sao Paulo, Brazil, S. A.

Re: Sao Paulo Pollution Control Project

Gentlemen:

Pursuant to Section 6.01 of the'"General Conditions Applicable to Loan
and Guarantee Agreements of the Bank/ referred to in Section 1.01 of the
Loan Agreement (Sao Paulo Pollution Control Project), dated June 21, 1971,
between the Bank and SANESP, the Bank agrees to your request for cancellation
of US$3.0 million in the Loan amount.

Enclosed are 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 of a revised Schedule 2
(Description of the Project) which will replace the present'Schedule 2 to
the subject loan.

Please confirm your agreenent 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 them to us.

Very truly yours,

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

By

Gunter K. Wiese, Director

Country Programs Department

Latin America and Caribbean
CONFIRMED: Regional Office

COMPANHTA METROPOLITANA DE SANEAMENTO DE
SAQO PAULO, SANESP

By

Braz Julianoc
Diretor Presidente

Diretor

Authorized Representatives
To be cleared with and cc: Messrs. Blihler, Helne, Kanchuger, Kalbermatten, Sheehan.



LOAN AGRESMENT
BETWZEN

INTERNATIONAL BAWK FOR RECONSTRUCTION

AND DEVELCPMENT

AND

COMPANHIA METRCPOLITANA
DE SANEAMENTC DE SAO PAULO

DATED JUNE 21, 1571
LOAN NUMBER 758-ER

The following table of expenditures replaces that appearing in
paragraph 1 of Schedule 1 to the aforesaid agreement:

Amount of the
Loan Allocated
(Expressed in

Category Dollar Equivalent)
I. Imported machinery, 3,500,000

materials and equipment

II. Civil works and locally
produced or procured

machinery, meterials and )
equipment 6,700,000
I1I. Consultants! services and
training 800, 0C0
IV. Unallocated 1,000,000
TOTAL 12,000,000

% of Expenditures
t0 be Financed

100% of foreign
expenditures

14% of total expenditures,
representing the estimated
foreign expenditures
component

1C0% of foreign
expenditures

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

By

Gunter K. Wiese

Country Programs Department

Iatin America and Caribbean
Regional Office

CONFIRMED:

COMPANHIA METROPOLITANA DE SANEAMENTO DE
SAO PAULO, SANESP

By

Braz Juliano

Oscar Felomeno Lotito
Diretor
Authorized Representatives
Date

Date




LOAY AGRERMEN
BETWEEN
INTERNATIONAL BAMNK FOR RECONSTRUCTICHN
AND DEVELOFPMENT

AND
COMPAITHIA 1ZTROPOLITANA
DE SANEAMENTO DE SAO PAULO

DATED JUNE 21, 1571
LOAN NUMBER T758-ER

Schedule 2, "Description of Project" to the aforesaid Agreement
shall be replzced with the follewing new Schedule 2:

The project consistis of the following parts:

A. The construction of 26 km of concrete permanent gravity
interceptors zlong the Dos leninos and upper Tamanduateil
Rivers with trunk collector river crossings; 22 km of
sever interceptors alcng the lower Tamanduatei River, the
upper and south bank of Tiete River; a 3.0 m3/sec primary
treatment plant at San ‘Cactano; a 1.5 m3/sec secondary

- treatment plant at ¥ *'-Euzano, related low lift pup
statiops for the treatment hlzru_; and improvements of the
existing leopoldina and Pinheiros sewage treat;r.ept plants.

B. The swpply of machinery, equirment and materials for the
facilities referred to in paragraph A.

C. The purchase of servwice equipment.
D. The services of consultants and the training of staff.
The project is expected to be completed by Dzcember 31, 1975.

INTERNATIONAL BANK FCR
RECONSTRUCTION AND DEVELCOPMENT

By

Gunter K. Wiese

Country Programs Department

Iatin America and Caribbean
Regional Office

CONFIRMED:

COMPANEIA METROPOLITANA DE SANEAMENTO DE Date
SAO PAULO, SANESP

By
Braz Juliano
Diretor Presidente

scar Felomeno Lotito
Diretor
Authorized Representatives

Date




DRAFT IETTER

Loan 75E-BR May 23, 1973

Governo do Estado ds Sac Paulo

a/c Secretaria dos Servigos e Obras Plblicas
Rua Riachuelo, 115 3° andar

Sao Paulo, Brazil, S. A.

Re: Sao Paulo Pollution Control Project

Gentlemen:

Please refer to the Project Agreement (Sao Paulo Water Supply and
Pollution Control Projects), dated June 21, 1971, between the State of
Sao Paulo and the Eank.

As we informed you in our letter of March 30, 1973,we agreed with
officials of SANESP on an Immediate Construction Program which is to
some extent different from the one described in the Loan Agreement
referred to in the Project Agreement as the Pollution Control Loan Agree-
ment.

L]

Enclosed are two copies of a revised Schedule 2 (Dascription of the
roject) which will replace the present Schedule 2 of the Pollution Control
Loan Agreement. Please confirm your agreement to the changes in the vroject
descripticn by signing a copy of the revised Schedule 2, and returning it to

us.

Very truly yours,
INTERNATICHAL BANK FOR
RECONSTRUCTICN AND DEVELOPMENT

By

Gunter K. Wiese, Directer

Couniry Programs Department

Iatin America and Caribbean
Regicnal Office

To be cleared with and cc: Messrs., Bilhler, Helne, Kanchuger,Kalbermatten,
Sheehan



LOAN AGREEMENT

BETWEEN
INTERNATIONAL BANK FOR RECCNSTRUCTION
AND DEVELOPMENT

AND

" COMPANHIA METROPOLITAYA
DE SANE ‘S_'L.I‘u DE 340 PAULO

DATED JUNE 21, 1971
LOAN NUMBER 758-ER

Schedule 2, "Description of Project" to the aforesaid Agreement
shall be replaced with the following new Schedule 2:

The project consists of the following parts:

A. The construction of 26 km of concrete permanent gravity
interceptors along the Dos Meninos &nd upper Tamanduatei
Rivers with trunk collector river crossings; 22 km of
sewer interceptors along the lower Tamanduatei River, the
upper end south bank of Tiete River; a 3.0 m°/sec primary
treatment plant at San Caetano; a 1.5 m3/sec secondary
treatment plant at Mogi-Suzano; related low lift pup
stations for the treatment plants; and improvements of the
existing leopoldina and Pinheiros sewage treatment plants.

B. The supply of machinery, equ;rpeﬂt and materials for the
facilities referred to In paragraph A,

C. The purchase of service equipment.
D. The services of consultants and the training of staff.

The project is expected to be completed by Dscember 31, 1975.

INTERNATIONAI BANK FCR
RECONSTRUCTION AND DEVELOPMENT

By

Gunter K. Wiese
Country Programs Department
Latin America and Caribbean
CONFIRMED: Regional Office

Governo do Estado de Sao Paulo
Date

By

Carlos Antonio Hocca Lz
Secretario da Fazenda

José Meiches
Secretario dos Servigos e Obras
Auvthorized Representatives

Date




e\ Y LURPRAERIZ MEIRUFCLITEER Ut SEEERNENTO DE SR PRULOD

SANESP -
PRE - 223/0865/73 - SANESP - C May 17, 1973 y /7:3
. o Date Received_.___ E'_(_L_‘?__/..? _________
- Date Acknowledgedoooooo____ e ——
” 5
— & ﬂ p I A f 4
Assigned to_E%LéE;{ESJ_;,_;f; _____
Mr. John M. Kalbermatten =
Chief, Water Supply Section NeE L o
Public Ufilities Projects Division NegnnsnzraaBL-3 -28
Latin America and the Caribbean Regicnal Office i i i R e

International Bank for Reconstruction and Development
Washington, D.C. 20433

Re: Sao Paulo Pollution Control Prcjects
; Loan 758-ER

‘l. Dear Sir: .

We are in receipt of your letter dated March 30, 1573, wherein you state
having no objecticns to the project reformuiation put forward in our
letter of February 23, 1973 - Re.: PRE/001/03%L/73 - SANESP - C.

Based on this affirmative a new financing plan was drawn bp for 1972-1375,

which will be forwarded to Banco Hacional da Habitagac - BHN, Fomento

Estadual de Saneamento Bfsico -~ FESB, Banco dc Estado de Sgo Paulo -

BANESPA, and to the Secretaria de Hconomia e Planejamento, in accordance
[ ] with the following table:

ors uss %
APPLICATION {illion
. | Project Works 382.2 - 63.7 76.9
Other Vorks 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 Lg96.6 82.8 100.0
E
POVO ENDERECO - SANESP ) § ‘
Plj.ﬁ. i’ﬁSTI‘- CARVALEOD. 200 - PINHZIRQS / / /
corfin 0G8 D11 = $25-085E o
P A tsds LW bt /_]' . " / { :‘ S

avenida angélica n.o 2223 - Bo a 17.0 andares =~ tel. 255-4'41;.’..‘3 (;:;lb:i -~ caixa postal 30546 -

maod. 1031
/ ‘f | " \
| P Y !

sae paulo




Jo 0 gAY LUMPHwRER MEIRUPSLITRGER DE SAREAMERTO DE SRO PRULO

-
SARESP ~ i
ors uss %

SOURCES . Million
. Internal Cash Generation ' 128.7 21.L 25.8
Less: Debt Service (in.2) 6.9) 8.3
Net Internal Cash Generation 87. 5 14.5 17.5
IBRD : 69.0 11.5 13.9
FESB/ENH 100, 5 16.8 20.3
Total Borrowings 169.5 28,3 _3h.2
State Funds 239.6 _ho.o L8.3
Total Sources LS6.6 62.6 100.0

Projections made at 1972 = Cr$ 6.00)

¥

CI’LZGlI‘O Values (1 US3

From the above table you will notice that IBRD would finance a maximum
amount of US$312.0 million, and not US$ 15.0 million as originally
provided.

Under these conditions, we request cancellation of US$ 3.0 million
from the amount of Loan Wo. 750-BR, which will result in the followin
= 3
. changes to Schedule I.

Amount of the
Loan Allocated -
(Expressed in % of Expenditures

Category Dollar Equivalent) to be Financed

Imported machinery

100% of foreign

materials and equipment ki, 700,000 expenditures
Civil works and loecally 1L4% of total expen-
produced or procured ditures, representing
machinery, materials the estimated foreign
and equipment 5,400,000 expenditures conponent
Consultants! services and 100% of foreign
training 1, 000, 000 expenditures
Unallocated $00,000
TOTAL 12,000,000
Sincerely, 3
. i ( f[ {L‘;:_"ﬂ-' C
VO FMDERECO - SANESP . Braz \Jliano )

11\ COSTA CARVALHO, 300 - PINHEIRCS Du'etor Pres:Lden’oe o
FOMES: 256-8132 - 286-8655 /| J \

\
avenida angélica n.o 2223 = Bo a 7.0 andares - tel. 258-4422 (pah:) - caixa postal 30545 !- s3o paule
mod. 1001 .

.
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ForM No. 26
(4-69)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
rd
INCOMING CABLE
DATE AND TIME ROUTING
OF CABLE: MAY 22, 1973 1245
LOG NO.: A96/22 ACTION (OPY: MR. SHESHAN
IORUTGURZ INTBAFRAD MR. WIESE
TO: INFORMATION
copy: ¥R. SITLIINGS
FROM:  SAQ PAULD DECODED BY: IHie RODRIGURZ
TEXT:  SANESP INDECA EXSCUCAO OBRAS SISTRMA ABC COHCORRENCIA FUBLICA 0U/73

SAWINPTS RPREITTIRAS: TRECHO T1 908L, TRACHO T2 CONSTRAN, TRECHO T3
ROSSI, TRACHO M1 PAULISTA, TRACHO M2 WGBASA, TRACHO M3 GNGSRAL.
SOLICITAMOS AFROVACAO CONFORME ENPZDIMENTOS AT REALIZADOS.
CMPEINTHTOS

FOR INFORMATION REGARDING INCOMING CABLES, PLEASE CALL THE COMMUNICATIONS SECTION, EXT. 2021

DUPLICATE
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Loan 758-BR May 21, 1973

ETESCO S. A.

Comercio e Construcoes

Praga Oswaldo Cruz 138-10° andar
Sao Paulo, Brazil, S. A.

Re:t Sao Paulo Pollution Control Project
Bid No. 01/73

Gentlemen:

Thank you for your cable of May 13, 1973 giving your comments on the
evaluation of bids for the construction of sewage interceptors in Greater
Sao Paulo (ABC system). You have charged in this cable that improper
procedures had been used by SANESP for the qualification of bidders,
particularly in the evaluation of your proposal.

We are currently revieweing the SANESP's wniuation report on this

bidding, and you may rest assured that your comments will be considered
in our review.

Very truly yours,

John M. Kalbermatten
Chief, Water Supply Section
Public Utilities Projects Division

FRodriguez:mecg Latin America and the Caribbean Regional Office

cc: Messrs. Helne (CTR)
Bithler (LEG)
Kanchuger (LC2DA)
Kalbermatten (LCPFB)
Sheehan (LCPPB)
CONTROL No. BR-3-23
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Loan 758-BR May 18, 1973

Eng. Braz Juliano

Diretor Presidente

Companhia Metropolitana de
Saneamento de Sao Paulo, SANESP

Rua Costa Carvalho, 300 - Pinheiros

Sao Paulo, Bragil, S. A.

Re: Sao Paulo Pollution Control Project
Bid No. CP 02/73

Dear Eng. Juliano:

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-
Uim.

a) We agreed that it would be improper to give an estimated cost of
the pipes in the documents, and consequently the SANESP's quotation shown
in Section 2-"Ubjeto"- should be deleted.

b) As you indicated in paragraph 5.2.L4, the rates of exchange to be
used in bid evaluation would be those in effect on the date bids are
opened. However, if there is a subsequent change in the value of curren-
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.

¢) It was decided that the tests of materials required by the
gpecifications would be witnessed and approved by a representative of
SANESP. You should also specify that failure of SANESP 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~ May 18, 1973

In conclusion, SANESP will modify the bid documents in light of the
above results, and will then proceed to the bid opening, as originally
planned for June 15, 1973.

Chief, Water Supply Section
Public Utilities Projects Division
Latin America and the Caribbean Regional Office

FRodriguez:mecg

cc: Messrs. Kanchuger
Helne
Kalbermatten
Sheehan

CONTROL No. BR-3-25



B al [oan 752 A
8 COMPANHIR METROPOLITANA DE SANEAMENTO DE SAO PAULO

SANESP

May 16, 1973

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,

Ref.: Pré-qualificac®o de empreiteiras-Obras
MOGI-SUZANO - empréstimo BR-758

"l' Dear Sir:

Informamos que as empreiteiras que participaram da concorréncia
publica nfmero 01/73 - SANESP foram considerados aptas pela SANESP a
executan interceptores de esgotos. Tratando-se de 19 (dezenove)
empresas de alto nivel de capacidade técnica e economica-financeira,
solicitamos que essas empresas sejam consideradas pelo Banco Interna-
cional de ReconstrucZo e Desenvolvimento-BIRD qualificadas para
participarem das obras do sistema MOGI-SUZANO.

Caso esta solicitacao seja aprovada, essas empreiteiras seriam
convidadas pela SANESP a apresentarem proposta para as obras dos
interceptores do sistema acima referido.

ACC:meg (

wy 12) 13,

Date Received-- e

ol 13)25...

Date Acknowledged >M.=

Assigned te--;]ﬂ%%%:j/ﬁ;/fz __________

NOVO ENDERECO - SANESP

RUA COSTA CARVALHO, 300 - PINHEIRQS
FONES: 286-8132 - 286-8655
avenida angélica n.o 2223 - 80 a 17.0 andares -~ tel. 256-4422 (pabx) - caixa postal 30546 - s3o paulo

mod. 1001






