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Loan 757-BR X&Y 7, 1973

Ing. Luis Augusto do Lin Pontes
Diretor da C.P.E.
Superintendenia dim Agua

Bsgotos da Capital
Rua Riachuelo, 115 - 110 Andar
01007 Sao Paulo
Brazil

Res Sao Paulo Water Supply Project
Procurwoont

Dear Ing. Lima Pontes:

We refer to your letter of April 23, 1973 regarding the procedures used
by SAJE in the evaluation of bids for civil works contracta. You have mentioned
that the evaluation criteria were reviewed and approved by a Bank mission in
1972, but we could find no record of awh an approval.

As you may recall, our Guidelines for Procurement were discussed during
the recent visit of Massrs. Rodrguez and Costa to SAEC in January 1973, and
you agreed to consider in bid evaluation not only the bid pries, but also
the tehnical and financial resources of bidders. We believe that only on
this basis, exclusion of unreliably low bids can be made.

We have already suggested in our letter of April 2, 1973 that you advpt
different evaluation criteria in bid documents. Furthermore, we would be glad
to review a standard form of d nts for the contracts conta]lated in
paragraph 3 of Sehedule 4 of the Loan Agpement, so we might onaent in advance
on the procedures you would intend to follow in future bids. Incidentally, the
contraets listed in your letter were approved by us, and not rejected as you
indicated.

Sincerely,

John X. galbermatten
Chief, Water Supply Section

Public Utilities Projects Division
Latin America and the Caribbean Regional Offie

FRodriguez:mcg

cc: Messrs. BUhler
Helne
Kanchuger
Kalbexmatten
Sheehan

Division Files CONTROL No. BR-3-22



Loan 757-BR Kay h, 1973

Ing. Luis Augusto do Lim Pontes
Diretor da C.P.S.
Superintendencia do Agua

Esgotos da Capital
01007 Sao Paulo
Brazil

Re: Sao Paulo Water Supply Project
Procurement

Dear Ing. Lima Pontes:

Your proposal for an increase of the percentage (37%) set forth in
Category IV of Schedule 1 of the Loan Agreement has been carefully studied.
We also noted that you had proposed this increase only for equipment menu-
factured in Brasil, and not for the civil works contemplated in this cate-
gory, as it was stated in your cable of April 24, 1973.

We regret to inform you that we cannot accede to your request. As
you know,it was mutually agreed that our financing will be limited to 37%
of your total expenditures for the Project, and since the percentage of
eligible expenditures for civil works has already been increased to 37%,
no further changes in the withdrawal schedule could possibly be made.

Yours truly,

John K. Kalbermatten
Chief, Water Supply Section

Public Utilitits Projects Division
Latin America and the Caribbean Regional Office

FRodrigues:mcg
Cleared with dcc: Mr. Kanchuger
cc: Messrs. Buhler (LEG)

Helne (CTR)
Kalbermatten (LCPPB)
Sheehan (LCPPB)

Division Files
CONTROL No. BR-3-20



GOVERNO DO ESTADO DE SAO PAULOSECRETARIA DOS SERVIqOS E OBRAS POBLICAS

supERwTeN-idrNCIA DE AGUA E ESGOTOS DA CAPMIAL
CPE N9 066/73 Sao Paulo, 23 de abril de 1973

Ilmo. Sr.

JOHN KALBERMATTEN

International Bank for
Reconstruction and Development
1818 H Street, N.W.
WASHINGTON DC 20 433
U.S.A.

Prezado Senhor:

Acusamos recebimento do seu telegrama datado de
19 de margo de 1973, assim c6mo a sua carta datada de 02 de -
abril 51timo.

Com relagio ao nio financiamento dos contratos
de n9s. 581/72, 623/72, 627/72, 639/72, 641/72, 647/72, 653/72
660/72, 675/72, 678/72 e 784/72, participamos a V.S. a nossa es-
tranheza, uma vez que o crit~rio de julgamento foi apresentado amissao do Banco que aqui esteve no ano de 1972, tendo merecido asua aprovagao. Esclarego-, ainda, que a redagao dessa clusula doedital contou com a colabora,99o dos membros da missao do Banco -em reuniao havida na Consultoria Jurrdica da Secretaria dos Ser-
vigos e Obras Pnblicas do Estado de Sao Paulo.

Aguardando pronunciamento de V.S., subscrevemo-no& mui

Date Ack'd.--/ --- -- Atenciosamente

Assigned to-

~-~~~--~--~- Eng. LUIZ AUGUSTO DE LIMA PONTES

Diretor da CPE

LALP/cfn.

RUA FtACHULO, 1M - CEP 01007 - SAO PAULO - BRASIL
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INTFRAD64145 INCOMING TELEX Log.138

FROM SAO PAULO

ARTHANDER SPO

Distribution:
Controller Mr. Rutland

APR IL 5,1973

TO MR WALTER C.P. RUTLAND

CONTROLLER'S DEPARTiIENT

FROM ARTHANDER SPO

SUBJECT: SUPERINTENDENCIA DE AGUA E ESGOTOS DA CAPITAL -

LOAN NO. 757BR

FROM YOUR LETTER DATED FEBRUDRY 5,1973 WYIARE UNABLE TO

DETERMINE THE OUTSTANDING BALANCE OF THE ABOVE LOAN.

PLEASE TELEX TO US THE BALANCE OF SUCH LOAN AS OF DECEMBER

31, 1972.

BEST REGARDS
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April 4,1973

?am. Nodesto Stna
retr camer"ia

&V@arin+mu-d do Apm a
ESpgos da Gosgta - SAMC

a 1m acma 11.5 - i11* Andar
01007 So* P1U.

AMt lowr75 BR

Dear Boon. Stat

Were.m. is nede to yar wittdrinl egicatai
No. 11 dated March 12,1973 for "4 1,079,*07.52.

lMeas note that we have proomed tMds applica-
*4m for pqamat in the reftoed mmt of Cr$1 ,020,241 .00.

The wmaid diferenee 04 58,W6.52 remesente enowd-
'Urem of Cr$ 12,968.47, "4 19,18.16 and Cr$ 26,679.89

r civil works amtracts Nw. 616/72, 619/72 and &./72,
rompwtvey,, idikh are not eligible for financing frcm

Iami 757 BR. In ths anncUtan please refer to Mr.
albemattea's letter dated Aril 2,1973 (a qW attached).

VeO7 trU37 rw6,

A.A. Canaan
*f9 , DItmmrmAnte Dvisai

File: 757 B - Gwneral
cc: Mr. Rodrigues (froJ , LAC)

ct LAC Files (01066)

AAhelne/dec



Loan 757-BR April 2, 1973

Ing. Luis Augusto de Lim Pontes
Diretor da C.P.E.
Superintendencia de Agua e

Esgotos da Capital
Rua Riachuelo, 115 - 110 Anda
01007 Sao Paulo
Brasil

Re: Sao Paulo Water Supply Project
Procurement

Dear Ing. Lima Pontes:

Further to our cable of ftroh 19, 1973, we have reviewed your contracts
for inatallation of water mins in the bairros of Sao Paulo Micipality,
and noted that the awards were made to the bidders whose offers approached
the arithmetic mans of bid prices received. This does not confom to our
Guidelines for Procurement, and in no way could be considered as a bid
evaluation.

We regret to infom you that e -penditures under your contracts Nos. 637/72,
62V/72, 616/72, 337/72, 621/72, 63L/72, 642/72, 673/72, 619/72 and 345/72 will
not be eligible for financing with the proceeds of the Loan. We had no oppor-
tunity to review the bidding documents prior to the meoution of the contracts,
and in future bids we would recomnd that you adopt different evaluation
criteria. In particular, you should evaluate the capability and financial
resources of bidders whose bids oUild appear too low.

We also revimemd your Contracts Nos. 581/72, 623/72, 627/72, 639/72,
641/72, 647/72, 653/72, 660/72, 675/72, 678/72 and 78V/72, and found tham
eligible for disbursement under the terms and ccnditions of the Loan Agreement.

Sincerely,

John N. Kalberiatten
Chief, Water Supply Section

Public Utilities Projects Division
Latin America and the Caribbean Regional Office

FRodrigues :mcg

cc: Messrs. Buhler (LEG)
Kanchuger (LC2DA)
Helne (CM) (with att.)
Kalbermatten (LCPPB)
Sheehan (LCPPB)

Division Files CONTROL No. BR-2-8 and BR-3-5



INTERNA IONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCEASSOCIATION CORPORATION

March 30, 1973

To : Mr. Gunter K. Wiese (through . rnandes)

From : RoakKanchuger

Subject: Sao Paulo Water Supply and Pollution
Control Projects

We have made the changes you have suggested
on the letters to Dr. Meiches and Mr. Juliano.
The letters are for your signature because we are
proposing signed amendments to Schedules 1 and 2
of the Loan Agreement. Please note that two copies
of each of these amendments are attached to the
letters to Dr. Meiches and Mr. Juliano. It will be
necessary for each of them to sign the amendments
and send copies of each back to us. Your signature
on the attached amendments will also be necessary.

Attachments

10



March 30, 1973

Dr. Jose Meiches
Secretario dos Servioos e Cbras Publicas
Gabinete do Sesretario
Rua Riachuelo, 135
01007 Sao Paulo, SP, Brazil

Re Sao Paulo Water Supply and
Pollution Control Projects
Loans 77 and 758-BR of June 21, 1971

Dear Dr. Meichest

We appreciate the courtesies and cooperation that yxu and
the officials of SAEC and SANSP extended to Messrs. Kalbermatten,
Thys, Kanchuger, Rodriguez and Costa during their recent visit to Sao
Paulo. They have submitted a report on the subject projects and we
have informed Messrs. Garces Filho and Juliano of their findings and
rectmmendations. However, we would like to draw a muber of matters
to your attention.

The mission found that the State Government he made adequate
provisions to finance its counterpart of the project costs and we hope
that the budgeted funds will be disbursed to SAEN and SANEP, and the
State Government will continue to give high priority to the project.
We are confident that SANC' s transformation into an autonomous entity
and reorganization of the water supply and swerage sector in Greater
Sao Paulo are of paramount importance for your Secretariat, and the
Bank would appreciate being informed on these matters. In this context,
AC' a adeinistrative capacity would be greatly improved by the proposed

use of new electronic data-processing equipment. We urge you to support
this action.

We think that SAEC, COASP and SANESP should agree to a re-
allocation of the revenues collected by SAUC to provide adequate funds
for all three agencies. We also suggest that a joint tariff study be
undertaken to determine the adequacy of current rates to consumers.

As you might alrea4* know, we agreed with SANUSP on an
Immediate Construction Program which is to some extent different from
the one described in the Loan Agreement. (Please see our attached
letter to SANESP.) Wa recognise that the new program of works will
bring more benefits in terms of water pollution abatement in Greater



Dr. Jose Neihoh - 2 - March 30, 1973

Sao Paulo and we would ask you to give yxr forual agreatent to the new
SANSP project by signing and returning to us a copy of the attached
Schedules 1 and 2. Te proposed works are not cosiitted to az7 specific
long-teru pollution ontrol program, and will therefore be justified re-
gardless of which alternative pollution progrm will eventually be
adopted. In this connection, permit me to amphaviss strongly that a
new master plan for water resources of Greater Sao Paulo should be pre-
pared as soon as possible.

In the mission's review of SANEVP's and SANC's finamcal.
activities it was learned that as a result of Loan Agreasents entered
with the National Housing &a* (1M), all of the revenues of SA= and
SANESP want be deposited with the Sao Paulo state Bmk, BANJUPA. The
revnues so deposited with RANWA are bloeked and mu not be with-
dra.n unless the debt service to ME is being mot. This provisiun
appears to us to contravene section 5.03(b) of each of the Loan Agree-
ments uhich prohibits the Borro rs from granting liens on their
assets, without their granting the Bk equivalent liens. We are adking
both SAMP and SABC to take such measures, a may be necessar to grant
the Bank lions equivalent to that of BUR. Wb would appreciate your
assistance in arranging for this to be dwo.

We shall appreciate having your views on tbase matters.

Very t Yours,

Gunter .. Director
Country ZDepartnent
Latin America and Caribbean

Regional Office

Attacbmmnta

Cleared with and cc: Messrs. Kalbernatten, Section Chief, Water, JAC
Buhler, Lawyer
Helne, Controllert a



March 29, 1973

g.Jae Noroira Boes rlhon
O"Wnrintemsente
Soperintendencia do Agma * Bogota*

Da Capital, AMn
%ua Riachmelo, 13,5
CM007 S3 Paulo, SP, Arasa

%I Sae Paul. Vbtor Supply Project
Luan 757-11t of Jna 21. 1271

Dar Zug. Qroes P13ho.

All au1iti l problon baa M en called to ow attention in Cemeution
1ith the subJ**t lean slaw r. Klbewitt wets to Ym an March 5,1973.

We IwMdrstaod tat an a result of loan Agr.met. with the NMatiml
Rusing hnk (m), all of au s rofenVO8 Mat bS te te

state bnk, R5?lA. The revvns se depoto with A thu a
bl3eckad and mW not be with&aum unlegs the debt servie to i is beagst* This Pr*aim alPPar a to N to Omtsmin Oetion 5.03(b) of tbo

LO AI. mment which prohibits the granting of a lien by SMA on ita
watsas, viutht its granting the Dank an equivalent nn. We shoulike you to tal. su n amaswes as may be mosumary which win grant the

Bonk an equivalent lies to that of the RM.

l look fwwa'd to bearing frm y ous ordLaig tm above atter at
yew earliest eonsmm .mse.

Comstry Pvreg aveartiment
Latin Amoriga and Caribbean

31agional Offie

0108red with and cc; Xessrs. Kalbermatten, Setion Qhdef, Water, L AO
Babler,. Lawyer
H61316, Centroller to

ns rtsch



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

OFFICE MEMORANDUM
TO:Mr. Gunte K. Wiese, Director, LAC II 5ATEqMarch 29, 1973

FROM: Rober$ ;huger, Loan Officer, LAC II

SUBJECT:BRAZIL - Sao Paulo Water Supply and Pollution
Control Projects -Loans 757 -758 B

1. We have attached for your signature letters to the P ident
of the Companhia Metropolitana de Saneamento de Sao Paulo (SANESP), the
Borrower for Loan 758-BR; the Superintendent of the Superintendencia de
Agua e Esgotos da Capital (SAEC), the Borrower for Loan 757-BR; and to
the State Secretary of Public Works for Sao Paulo. The letters are a
result of a Bank supervision mission visit to the two subject projects
in January and February. The attached back-to-office reports of the
supervision mission explain in detail the points made in the letters.

2. If you sign the attached letters we propose advising the
Executive Directors of the modifications that have been made to Loan 758
in the next semi-monthly report as follows:

$15 Million Loan of June 21, 1971 to Companhia Metropolitana de
Saneamento de Sao Paulo (Loan 758): The Bank has agreed to the
Borrower's request to, design changg in the project (R 73-38).

Attachments



To: LDAPw DATE Mach 19., 1973

SERVICFRa

TX:RERLET MEVER qZn ssea oEsaueea

MUMo YO HA ARDSm OF cNTAC FO SCTR TarvnM TEern

TAM TWT cqGuarn| murmum acummromGw=trM X u

NM O U TRANSMI rED

AUT14ORIZED~~~s BY. CLAA SAN OYIN.

NAME R~adMea ~~gzw
Chw~pftb O: M8rf gacue I Fea

REFERENCE: CNR ~ .BA--

-Usae Wmiatns S.cio

ORIGINAL (File Copy)
(IMPO"ANT- 111. s ee-wte_ G*6a f-W Wigfe)CewdfwD.h
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Loan 757-BR March 19, 1.973

Eng. Luis Augusto do Lima Pontes
Diretor da C.P.I.
Superintendencia de Agua e

Uegotos da Capital
Rua Riachuelo, 115 - 110 Andar
01007 Sao Paulo
Brasil

Re: Sao Paulo Water Supply Project
Cognultantd Services

Dear Ing. Lima Pontes:

Thank you for your letter 0Q/73 of ebruary 14, 1973 enclosing a copy
of your contract with the 'itomoter Associates" for carrying out a research
program on the operating conditions of the water distribution networks.

We bave no objection to this contract and consider it eligible for
financing under Category III of Bchedule 1 of Loan 757-BR.

Sincerely,

John M. Kalbermatten
Chief, Water Supply Section

Public Utilities Projects Division
America and the Caribbean Regional Office

Fodrigue zmacg

cc: Messrs. Kanchuger
Helne (with att.)
Sheehan
Kalbermatten

CONTROL No. BR-3-14
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Loan 757-R March 5, 1973

Eng. Joao Moreira Gareas Filho
Superintendnte
Superintendencia de AguaS e

esgotos da Capital, UAC
Rua Riachuelo, 115
01007 Sao Paulo, Brasil

Re: Sao Paulo Water Suply Project

Dear Enag. Garces Filhot

We wish to thank you and your staff for the kind cooperation and
courtesies extended to Messrs. Rodrigues and Costa during their recent
visit, to Sao Paulo. They have submitted a report on the SAIC project,
and with this letter we would like to infora you of their findings and
recodmenations.

As the mission told you during the discussions, we are generally
pleased with the recent decision of the State Government on allocation
of state funds to the project, and with progress in the reorganisation
of the csaaomy, as for instance, the results obtained in billing and
collection. We also hope that SLECs transformation into a fully
autoncuous enterprise will further improve its efficiency which will
result in better services for Sao Paulo ?knioipality.

Nevertheless, we are concerned about SAC' s financial situation and
think that important improw ments remain to be mad. in various managerial
areas. Although the PAHO Consultants have been working with sam success
on the accounting and financial aspects of the Company, the mission could
not get a reliable financing plan for a 3-year period (1973-75) and the
1973 budget is far frcu being a good management tool. This indicates that
the whole information system on financial results has to be organised, and
we hope that the "financial committee" proposed by the mission will be set
up soon. We suggest that the "financial committee" first revise the S
1973-75 finaning plan, coW of which should be sent to the Bank as soon
as it is ready. Enclosed herewith is copy of a tentative financing plan
which the committee might use as a model.- This plan has been established
with MA10a figures for its investment program and shovs that the internal
cash generation forecast by SABC should be increased by about 50%. We
believe that this objective might be achieved both by a tariff increase
in July 1973, reflecting at least the devaluation, and a reduction in the
operating costs, which would take place once the omany becmes autonomous.



Sng. Joao Mreira Garces Filho - 2 - March 5, 1973

Since 1970, about Cr$93 million are spent annually for the training
of personnel, but SAEC's staff requirements are not yet defined, and the
Compary has undertaken various studies and programs to improve the manage-
mant of personnel, inventories, internal auditing, transports, without
first setting forth any objectives.

There are son discrepancies betsen 8&U and CQ(LSP aooounts of the
volumes of water sold by CO3BSP to SLEC and of the fixed axsets, and between
SAEC and SANESP accounts payable and receivable on the contractual revenues
of SANE. 'he resulting conflicts make our technical and economic evalua-
tion of the sector quite difficult and the Bank strongly reommends that an
agreement be worked out between the parties.

The problem of revaluation of SAEC's fixed assets should be stuied
more thcoughly, and in particular, a coMarison should be made between the
annual rate bases calculated in accordance with Brasilian laws and those
which would be obtained following the terms of the Loan Agreemnt. We
anticipate another visit to Sao Paulo sometime in July 1973 and the next
mission will certainly bring this matter into focus.

The mission made a field inspection of the project and found that the
quality of the works could be improved. Supervision by SAEW must be
strengthened and hydrostatic teste and desinfeotion should be applied to
the pipes before they are put in service.

We are asking the Secretary of Public Works to give effectual support
to your proposed purchase of electronic data-processing equipment. We shall
soon send you a letter describing how the quarterly progress reports should
be prepared for subeission to the Bank.

Sincerely,

John M. Kalberzatten
Chief, Water Supply Section

Public Utilities Projects Division
Encosu Latin America and the Caribbean Regional Office
FRodri Costa:mcg

cc: Messrs. Kanchuger (CL2DA)
Helne (CTR)
Kalbermatten (LCPPB)
Sheehan (LCPPB)

Division Files
LAC Files



BRAZIL - LOAN 757-BR

SAO PAULO WATER SUPPLY PROJECT - SAEC

TENTATIVE FINANCING PLAN FOR 1972-75 2/

(Amounts in Million)

1972 1973 1974 1975 Total 1972-75 % Appraisal 4

- - - - - - Cr$ - - - - - - Cr$ US$
APPLICATICIAS

Water Project 24.1 64.1 99.2 169.4 356.8 59.5 43.5 45.0
Sewerage Project 4.7 106.9 144.2 113.2 369.0 61.5 45.0
Other Investments 11.7 23.5 19.3 22.2 76.7 12.8 9.4 10

TOTAL WORKS 4o.5 194.5 262.7 304.8 802.5 133.8 97.9 96.0

lease in Working Capital 3.5 6.o 4.0 4.0 17.5 2.9 2.1 4.0

TOTAL APPLICATIONS 44.0 200.5 266.7 308.8 820.0 136.7 100.0 100.0

SOURCES

Internal Cash Generation 31.7 51.0 57.4 69.4 209.5 34.9 25.5 34.8
Less: Debt Service (8.2) (8.8) (12.0) (16.o) (45.0) (7.5) (5.5) (8.8)

Net Internal Cash Generation 23.5 42.2 45.4 53.4 164.5 27.4 20.0 26.o

I.B.R.D. Loan 6.0 23.3 34.3 68.4 132.0 22.0 16.o 17.0
F.E.S.B. Loan - 34.0 34.2 26.0 94.2 15.7 11.5 11.5
B.H. Loan - 34.o 34.2 26.o 94.2 15.7 11.5 11.5

TOTAL LOA21S 6.o 91.3 102.7 120.4 320.4 53.4 39.0 4o.o

STATE FUNDS 14.5 67.0 118.6 135.0 335.1 55.9 41.o 34.0

TOTAL SOURCES 44.0 200.5 266.7 308.8 820.0 136.7 100.0 100.0

Net ICG SAEC's Financing Plan 27.8 41.5 1o.2 109.5

Necessary increase 52% 9% 33% 50%

1/ Projections made at 1972 cruzeiro values (1 US$ = Cr$6.00) '1



GOVERNO DO ESTADO DE SAO PAULO
SECRETARIA DOS SERVICOS E OBRAS POBLICAS

SAEC

SUPERINTENDENCIA DE AGUA E ESGOTOS DA CAPTAL

CPE N9 044/73 Sao Paulo, 14 de fevereiro de 1973

Date Received---------- --

Ilmo. Sr. Date Ac;: U d - - - --------

JOHN KALBERMATTEN Assigned to-- --------
International Bank for

Reconstruction and Development

1818 H Street, N.W.

Washington DC 20 433

U.S.A.

Prezado Senhor:

Estamos encaminhando, em anexo, c6pia do

contrato que assinamos com a firma "The Pitometer Associates"

de New York, com o prop6sito de fornecimento de consultoria ,
assistgncia e treinamento dos tscnicos da SAEC em assuntos re

lacionados ao sistema distribuidor de igua, conforme preve o

nosso contrato 757-B, segao.3.02, item b.

Sendo o que se apresenta no momento, su-

bscrevemo-nos muito

Atenciosamente

Eng. LUIZ AUGUSTO DE LIMA PONTES

Diretor da C.P.E.

RUA RIACHUELO, 115 - CEP o1007 - SAO PAULO - BRASIL
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GOVERNO 0O ESrADO DE SAO PAULO
SECRETARtA DOS SERVIQOS E OBRAS PCJ3LICAS

8UIRNYTENgNCiA CE AGUA E iEs"crOS OA CArD.

CPE N9 042/73 Sao Paulo, 12 de fevereiro de 1973

Ilmo. Sr. 
Dae---

JOHN M. KALBERMATTEN

International Bank for -
Reconstruction and Development A.-
1818 H Strest , N.W.
Washington DC 20 433
U.S.A.

Prezado Senhor:

Em anexo, estamos encaminhando a V.S. o Cro
nograma Fisico e Financeiro do Sistema Distribuidor de Agua -
da Capital referente ao ano de 1973, conforme solicitaqao do
Eng. Fritz Rodrigues.

Sem mais para o momento, subscrevemo-nos

Atenciosamente

Eng. LUIZ AUGUSTO DE LIMA PONTES

Diretor da C.P.E.

RUA RACHUEO. 1 - cpp nioo7 - sAo PAULO - BRASIL
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Faebmwy 8, 973

Eng. Luis Augvsto do idm Vates
Diretar da C.P.L.
Supa-in+-ndencdA do Agua e

Isgotom da capital
Ru& kjsa.1-.m U5 - 110 Andaw
010W7 Ano, Paulo
Brasil

Ass BIAZfl -- lean 757-Is
B&O Paulo water Oupply pkeoot

B" No. gqhff

Deer Ig. Lims Pontes,

Thkyou for our letter 0/73 of Jamary 15, 1973 enlesinga
copy of biA doments o. 0/73 for the swpply of Wast or ductile iron
pips and fittings. The documnts we discussed during the recent
visit of Mr. Rodrigus to Sao Pavlo and an a result of these
C S ;, an aAd - Mo issued to cower the cbavgw we proposed
in cmr letter of Jaunry 9, 2973. We wish to .onfim that the Rank
has no objection to this addinmda.

Im mW procsd with Us iddin.

Signe d H. Sheehan

(far) J X ttua
Qab4 U. Water SuppGy soctiva

Public Utilities Projectm Division
Latin Uie. and the Caribbean egiamal Office

FRodriguez:dm

cc: Messra. Kanchuger
Sheehan
Kalbermatten

LAC Files
Division Files

CONTROL NO. BRA-3-6



ebruary ,73

lssier. rthur Andersen o.
-7ai1k -stal 1266
!a! naulo, 'rasil

-we loan :o. 757

.entlemm:

e have been requested by -uperintendencia de Pgua e -sgotos
da napital, their letter dated 'aaiary 3, 1973, to provide you with
informtion concerning the above-mentioned loan as at 7'ecember 31, 1972.

'e are enclosing a copy of our 'ecord of Loan Maturities showing
the principal balances as of that date. mong other balances, the state-
mwnt shows the principal amounts withdraw and outstanding in various
currencies with the respctive '. 1". dollar eqivalents, held by this anik.
An index of the various symbols and currency codes used appears on the left
side of the statement.

Tntrest and other charges have bein paid to October 31, 1972.

-incerely yours,

"alter r. 9. 'utland
'hief, Fcoounting rivision

ontroller's "apartment

ct: S~uperln+.endacia de Pgua e
r#gotos da -apital

Sao maulo, - rail

cc: Messrs. Putland, Gray, Elliott
Miss rardash

File: Letters to 3orrower' a Auditors
Loan Documents 757 T

JNelson/ty



GOVERNO DO ESTADO E SAO PAULOSECRETARIA DOS SERVICOS E OBRAS POBLICAS

SUPERINTENC*NCIA DE AQUA E EsGoTos oA CAPITAL
CPE N9 035/73 Sao Paulo, 1 de fevereiro de 1973-

Ilmo. Sr. /
John M. Kalbermatten - .
International Bank for Reconstruction and Development
1818 H Street, N. W.

Washington, DC 20 433

U. S. A.

Prezado Senhor:

Por interm6dio desta, estamos encaminhan
do a V. S. copias das cartas -enviadas as Representag5es Diplomiti-
cas estrangeiras no Brasil, dando ciancia da realizagao de concor-
rencia internacional para aquisigao de TUBULAQAO E PEQAS ESPECIAIS
DE FERRO FUNDIDO OU DOCTIL E VALVULAS.

0 material, correspondente a essa concorrencia, destina-se a expansao do sistema de abastecimento de aguada Cidade de Sao Paulo - Brasil, obra a ser financiada por esseBanco.

Na expectativa de suas breves noticias,enviamos

Atenciosas Saudaq6es

Eng9 Luiz Augusto de Lima Pontes
Diretor da C.P.E.

dks

RUA MAeHUELO, 11n - cEP 01007 - AO PALLO - DRASIL



),* l 1973

La. ais Augu*Uo d* IdAMa POWd1
Dimtor da C.P..

hna RiOm*Ul W
C4P-1007
Sao PaDU, ftsil

has BAZIL - sa s $75-

Dear Eng. de Lima Pontes:

Tbii will -- a s in* of ymr lettr No. Vil 08/73
dated juma7s 15, 1973 idith *1d4h ymelvl c"I"nn osie f &dvertjwoW%#t
for WAi So. 01/73.

WO will .ini ym "r Gown"to urnt "u meb" s

(signed) H. Sheehan

(for) Jola KK.a...+.
Miot., Water amly~ seatima
Pumlic AU"ite Fmjos Divisieft
latia soaa d *ibbnn Winal Offis

act Mr. shoohm

Omtrml . .AW-3..4



INTER. AT I DEV LCPV7NT INTEREATIOCOAL 2A v POP 7 n
AS~,A~NRECONSThu:T1CN AN~D C1EVELOPv1'E I CORPOATION

cra,.- Ea,-Q \.

OFFICE MEMORANDLM , -rA4c
TO: Mr. John M. Kalbermatten DJAnua-y 25, 1973

FROM: Richard H. Sheehan Cc.

.SUBJECT: BRAZIL - Loans 757-BR arnd 758-BR
Sao Paulo Water Supply and Pollution Control Projacts
Supervision Imi~sion
Bahia State Water Supply Project
Pre-appraisal Mission

COLOMBIA - Loan 741-CO - Second Bogota Water Supply Project
Loan 682-CO - Cali Water Supply and Sewerage Project
Supervision Mission - Terms of Reference

1. You should plan to visit Sao Paulo beginning January 31, 1973to review the reformulation of the Water Pollution Control Proj ct and
determine whether a re-appraisal of this project is necessary.

2. In addition, you should review the status and programmaing ofthe financial contributions of the State to both SAEC and SANESP.

3. Following your visit to Sao Paulo, you should discus2 withBNH and EI'2ASA officials in Rio de Janeiro and Salvajor th3 status of
preparation of the Bahia State Water Supply Project. You should, in
particular, di scuss with those officials proj>ct identification and
evaluation criteria and gain a firsthand irnression of the institutions
which vill be responsible for project exEcut,,on. In your diccusions,
you should use the guidelines proposed in the mtemorandum of January 23,1973 on tha Bahia State !.ater Sunply Project by I-ssrs. Ringskog and
Jeurling addressed to 1r. Knox.

h.. On your rettrn from Drazil, yu should stop in 4-g0ta to
discuss the slow prog-ress of the Chingaza Tunnel ccnstraction (Loan 76i1-CO)
and dotermine, i consultation with tho i.presas do Acueducto y AlcanLa-
rillado de Bogota. (EAkB) and their consultants, what renedial..actions shouldbe taken.

5. While in Colombia, you should also visit Cali to review the
implementation by 121CALI of the measures requested by the Bank ( Wicr. ieses
letter of November 17) to areliorate the financial position of' the Cou pary.In your discussions you should -use as a gQ idl Mr'. Chada;icM' s memoiarand
to Mr. Wiese (January 22, 1973) on this subject.

6. On your return, you should prepare the usual Back-to-Office
and/or Pull Report.

JMKalbe rmatten:mcg

Cleared with and cc: Messrs. Skillings (Prog. II,IAC), Zinman (Progran I,LC)
cc: Messrs. Knox, Rovani (S), Buhler (Leal), Hlone (Cotroller's), Wise,

Calika, Bowron, BEugm, Collel (LLl), ria&!ce (C ntrclax )'
Favilla (IBRD-Bogota) Chadwick (Progra I L viC), 8ss Furnmura

Division Files
(LCFlJ.Os



Fom No. 27

INERNATIONAL DEVELOPMENT INTRATOA BAK FO NENTOA IACASSOCIATION

OUTGOING WIRE

TO pMEN DATE: JANARY 18, 1973
RUA DOS FRANCESES 350 CLASS OF
SAO PAULO 

SERVICE LT

COUNTRY: B<

TEXT:
Cable No.:

REFERENCE LOANS 757 AND 758 TOP B MION CONSISTG COSTA AND
RODIGEZ ARRIVING SAO PAULO JANUARY 22 STOP MISSIO WIL REAIN

SAO PAULO UNTIL FERARY 2 STOP XANCHUGER JOINING DISCUSSIONS

JSN WILL JI MISIN JANUARY 31
GAREZ ILH AN BAZ JULIANO HAVE BEElN CONTACTED TO MKg RANE T
INTIAL MEETINGS AFTERNOON JANUARY 22 STO LOO FORAR ToM GWT

REFERYOU 4N.' 
REGARDSlo

AUTHORIZED BY:C 
AND COPY DISTRIBU7ON:

N A M ER o b e t K a c h u g r e c M e s s r s .C o s t a
DET. Lti Aeca aribbean Kalbermatten

SIGNATUR/E Org

REFERENC e~e-,1DIVID UtHf3 T
REFERENC R~~anchugertjbv or Use y C m uiain eto

ORIGINAL (F~e Cop*)
(IMPORTANT: See Secretaries Gud fo rprn om &aw o ipth



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPENT ASSOCIATION

OFFICE MEMORANDUM

TO : Messrs. R. Costa and F. Rodriguez DATE: January 18, 1973
FROM : J. M. Kal

SUBJECT: BRAZIL - Loans 757-BR and 758-BR
Sao Paulo Water Supply and Pollution Control Project
Supervision Mission - Terms of Reference

1. You should plan to arrive in Sao Paulo on January 22, 1973 andstay about two weeks. Then you should proceed to Salvador, Brazil, whereyou will join a Bank mission for the preappraisal of the Bahia State WaterSupply Project. Mr. Rodriguez wiU spend about three days in Salvador andafter will return to Washington. Mr. Costa will remain there for aboutone week and then will leave for Cali, Colombia, where he will discuss withthe Vmpresas Mnicipales de Cali ( rAL) the latest dV rnL+, i +Ifinancial situation (See Mr. Kalbermatten's Terms of Reference for preappraelof the Bahia State Water Supply Project and supervision of Cali Project).

2. The primary object of your mission is to familiarize yourselveswith the Sao Paulo projects (SAEC and SANEDP) and also to evaluate the n1wprogram of works submitted by SANESP.

3. In Sao Paulo you should, in particular:

i) Discuss with SANESP the proposed changes in the project andverify the feasibility of the new works;

ii) determine whether the SANESP Project should be reappraisedbecause of reformulation of its components;

iii) acquaint yourselves with all the financial and institutional
aspects of the projects;

iv) inquire about the amount and timing of the Sao Paulo State'sbudgetary allocations to the priject, and status of BNH andFESB Loans.

v) review SAEC's latest data on the valuation of fixed assets;

vi) evaluate with the Consultants (PAHO) progress in SAEC'sorganization (billing and collecting, general accounting,cost accounting, budgeting and inventory control, internalauditor, flow of information, etc.). In this regard, you



R. Costa and F. Rodriguez - 2 - Janiary 18, 1973

should pay a visit to the commercial auditor of SAEC-SANESP,
Arthur Anderson; and,

vii) discuss the financing plan presented in Messrs. Thys and
Williams' Back-to-Office Report of October 19, 1972, taking
into account possible changes in local financing, project
construction program and project costs.

4. You should review with both institutions (SAEC and SANESP) progress
of the works under construction, and revise cost estimates of the projects
and latest disbursement schedules. Procurement matters should also be dis-
cussed and depending on developments, bid documents for SANESP contracts, and
bid evaluation reports of SAEC should be reviewed.

5. Progress in the training program of both institutions should also
be evaluated.

6. Mr. Kanchuger will join you in Sao Paulo on January 22 and will
accompany you for two days.

7. In Salvador, Mr. Rodriguez will discuss with the Consultants and
local authorities procurement requirements of the Bank (See Terms of Reference
dated January 10, 1973 - Preappraisal of Bahia State Water Supply Project).

8. On your return, you should prepare the usual Back-to-Office and/or
Full Report.

FRodriguez/RCosta:mcg

Cleared with and cc: Mr. Kanchuger (Program II, LAC)

cc: Messrs: Knox
Sheehan (Projects Division Chief)
Kalbernatten (Projects Section Chief)
Skillings (Program II, LAC)
Rovani (5)
Buhler (Legal)
Helne (Controllers's)
Ringskog
Wiese (Program II LAC)
Calika
Bowron
Baum

Miss Faruoura
Division Files
LAC Files 



MAEC

SUPERINTEN09NCIA oD AGuA i ESGOTOS tA CAPITAL

CPE N9 011/73

Sao Paulo, 16 de janeiro de 1 973

Ilmo. Sr.

John M. Kalbermatten

"International Bank for Reconstruction and Development"
1818 H Street, N.W. a eR ed -2
Washington, DC 20 433 Date ec'd.

U. S. A. Date Ack'd.

Assigned to

------------------------------
Prezado Senhor:

Em aditamento a nossa correspond&ncia anterior, CPE
N9 117/72 de 27/11/1972, estamos encaminhando a Vossa Senhoria, a
nexadas a presente, a documentagao relativa a construgao de obras
de distribuigio de igua em diversos bairros da cidade de Sao Pau-
lo e constituida dos seguintes elementos:

1. Edital de Concorrincia

2. Termo de abertura das propostas
3. Relat6rio da Comissao Julgadora e Quadro Comparativo
4. Contrato

As obras correspondentes referem-se:
a) ASSENTAMENTO DE REDE DE DISTRIBUIQAO DE AGUA:

Autos 1.572: Setor 35 - Vila Brasilindia - An~is 1, 2, 3, 4, 5
e parte do 7.1.

/1.573: Setor 35 - Vila Brasilindia - Ansis 6, 9 e parte
do 7. o

/1.576: Setor 22 - Sacoman Zona Baixa - Angis 1, 7, 9, 10,
11, 12 e 13.V

V1.583: Setor 41 - Sapopemba Zona M~dia - Angis 7, 8 e ra
mificag&es dos ansis 6 e 7.

V:Setor 41 - Sapopemba - Anis 11, 12, 13 e ramifi-
018ca,96es. 

j/



supRpinmEN1cmIA m AGUA E Eso=Tos DA CApITAL

CPE N9 011/73 
- 2 -

Autos 1.585: Setor 41 - Sapopemba - Ansis 3, 4, 5 e 6.

V/1.586: Setor 33 - Pirituba Zona Baixa - Angis 2, 3, 4 e
ramificag6es.

V1.587: Setor 33 - Pirituba Zona Baixa - Ansis 1, 2 e ra
mificag9es zona alta e baixa.g,-,

/1.588: Setor 33 - Pirituba Zona Alta - Ansis 3, 4, 5.1e"'

V 1.598: Setor 34 - Itaquera - Angis 7, 9, 13 e ramifica-
95es zona alta.t-,

V1. 5 9 9 : Setor 34 - Itaquera - Andis 3, 4, 5 - Zona Baixa L..

/1.604: Setor 21 - Vila Alpina - Angis 6, 7 e 8 - Zona -
Alta.

vi.605: Setor 21 - Vila Alpina - Ansis 11 e 12 - Zona
Baixa.

V/1.606: Setor 20 - Vila Formosa - Zona Alta.

v/1.609: Guaianazes - Zonas Alta e Baixa.

b) CONSTRUQAO CIVIL:

' Autos 1.567: Construgio Civil e Instalagao do "Booster" Mo6ca
Penha - Vila Marta.

'/1.616: Estagio Eleyatoria e obras complementares de Pi-
rituba. Z

'/1.617: Reservat6rio e Torre de Pirituba.

V1.618: Reservat6rio do Jardim Popular.

1.619: Reservat6rio de Vila Formosa.

V1.620: Reservat6rio de Ermelindo Matarazzo.

Aproveitamos a oportunidade para reiterar a V.S.
nossos protestos de estima e consideragao.

Eng9 Luiz Augusto de Lima Pontes

Diretor da C.P.E.

O/8



I~ NTgu111 I

.~ ~INTER NATIONAL AKFO E'MONSTKCIO A; D!?OPE

INTERNATIONA fEEOMN ASSOCIATION

OFFICE MENORAIN

TO: Mr. Alain Thy&- DATE: January 16, 1973

FROM: Gavin E. Wyatt

. SUBJECT: YUGOSLAVIA - Sarajevo Environmental Pollution Project, Preappraisal
BRAZIL - Supervision of Loans 757-BR and 756-BR .

-. Terms of Reference

You should plan to arrive in Sarajevo on January 21 where you
. will join Dr. Lee and myself.

In Sarajevo you should participate in discussions with the
authorities for the purpose of determining the outline of the project
which is intended to reduce the pollution of the air and water in the
Sarajevo area and also provide additional water supplies to the city.

- You should also inform the authorities of any additional studies and
information which the Bank will require before sending an appraisal
mission.

From. Srajevo you should proceed to Sao Paulo, Brazil, stopping
over in Paris for the purpose of discussing the solid wastes incineration
and Genral Heating system developed by the ,.R.G.7,1..and visit the Paris
Plant.

In Brazil, you should join Messrs. Kalbermatten and Costa to
discuss the progress of the Sao Paulo Projects.

On your return to Washington on or about February 5, you should
prepare a brief report on the results of your mission to 1Yagoslavia.

AThys:oa

Cleared with and cc: Mr. Horsley, Mr. Kalbermatten

cc: Messrs. Eccles, Votaw, Wapenhans, Central Projects (5), Bowron (P&B)
Fish, K.Jones, Finzi, Sheehan, Walser (Legal) Hakim (Controller's)
EKENA files, Division files, Chron file.



GOVERNO DO ESTAc DE0A PSZO CAULOSECRETARIA DOS SERVIqOS E OBRAS PC)BLICAS

SAIEC C 0 3SUPERIWETElaNCAq -fx S A 
E CAPrTAL

te Bee' CV-7 ACPE N9 0 8 / fte o de 1973ex'd--e15 de ro de 1973
Date Ac1q do

Assigned tO-------Ilmo. Sr. -----

John M. Kalbermatten -
1818 H Street, N. W.
Washington, DC 20 433--------

U. S. A.

Prezado Senhor Kalbermatten:

Estamos encaminhando para conhecimento deV. S., o Edital de Concorrancia Internacional N9 01/73, assim Comoc6 pia dos editais publicados em peri6dicos desta Cidade.

No aguardo do pronunciamento de Vv. Ss.,subscrevemo-nos,

Atenciosamente

Eng9 Luiz Augusto de Lima Pontes
Diretor da C.P.E.

dks

RUA RIACHUELO, 115 - cer 01007 - SAO PAULO - BRASIL



INTERNATIONAL DEVELOPMENTLANK

ASSOCIATIONRECONSTRUCTION AND DEVELOPMN CORPORATION

BOOK| F TWOC1 O GUTGOI NG WIRE

TO: GARCEZ FIHO 
DT AUR 5,173CIA D AGUAS5%

E ESG0E0S DE CAPITALCASO
RUA RIACHUEM , U15 -- 50 ABAR,
SAO PAULO SERVICE LT

COUNTRy; BRAZ JULeIANO
GAMPANHIA MTROLITANA DE

TEXT: SANEAMENTO DE SAO PAULO
Cable No.: AVEIDA AMEIOA NO. 2223, 160 ANDAR

SAO PALr O

REERENCE LANS 757 AND 758 ER STOP M SIN MO N CO
COSTA AND ROaMUEZ AMUTN SAO PAULO MNDAy JANUAR 22 VARr FLIGHT 855

STO MSSON IL B STAING HILTON STOP MISSION WILL RE14AI SAO pAULO
UNILE IRUR 2 STOP PLEASE MAZE ARRANiGEMrS INITIAL MEETING AFEROO

JANARY22 STOP KANCHUGER WILL JOIN DISCUSSIONS JANUARY 22 and 23 STOP
K~ATMWMTE WILL JOIN MISSION jANUAU 31 STOP READ

Q~tGII4AL (FR.

AUTHORIZED BY: 
CLEARANCE AND COPY DISTRIBUTION:

NAME Robrt KnchgerCleared with and at Mr. Costa
DEPT. Lat ,Am and the Caribbean Oct &essrs. Kalbermatten

SIGNATURE Rdriguez
REFRECE E OF INDIV10JA AUTHORIZED TD APPROVE)

REERNC:RkanchUgers jbv Per Use B, Communi ,in eto

ORIGINAL. (File Copy)
(IMPORTANT. See Secraiaries Guide for prpaig fr)CokdfrDsac.7
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January 11, 1973

Ing. Luis Angusto do Lima Pontes
Dfretor da C.P.E.
Superintendencia do Agua

Esgotos da Capital
Rua Riachuelo, 115-11 0 andar
01007 Sao Paulo, Brasil

Res BRAZL - Loan 757-BR
Sao Paulo Water Supply Project
Procurement

Dear kig. Lima Pontest

Purther to our letter of December 22, 1972, we have reviewed the bid
documents for installation of water maina in the bairros of Sao Paulo
Municipality and have noted that bids Nos. 02)4/72, 025/72 and 026/72 refer
to contracts for equipment and civil works in American6polis. Since these
contracts are not part of the projeet financed by the Bank, we presume that
you sent the bid documents only for our information and no further action is
required.

In respect to bid No. 022/72, we would like that you give us a brief
description of the booster pump station with its loeation and relation to
ezisting and proposed water storage tanks, so we can determine the eligi-
bility of the contract for fiancing under the Loan.

We also noted that you allowed only 14 days for preparation of tenders
and our objection or approval of the time allowed will depend on the outcome
of the bidding. In this regard, please send us copies of the bid opening
statements and evaluation reports, and your award roeowndations.

Sincerely,

John M. Kalbermatten
Chief, Water Supply Section
Public Utilities Projects Division
Latin America and Caribbean Regional Office

FRodriguez :mcg
cc: Messrs. Kanchuger

Sheehan
Kalbermatten

BR-2-9 Division Files



January 9, 1973

Eng. Luis Auguxto do Lima Pontes
Diretor da C.P.9.
Superintendenia. do Agua a

Esgotos da Capital
Rua Riadbuelo, 115-11 0 andar
01007 ao Paulo, Brasil

e t BRAZIL - Loan 757-BR
Sao Paulo Water Supply Project
Procurement

Dear Eng. Lima Pontes:

We have reviewed the draft bid documents for supplying east or ductile-
iron pipes and fittiggs, forwarded with your letter 123/72 of December 20, and
have the following coents:

a) The purpose and terms of bid bonds are not clearly defined in the
bid documents and bidding guarantees should amount to a percentage
of bid prices (for instance 5%), rather than a find figure as
indicated in paragraphs J) and i) of section 1, chapter II
"Condiqoes do Habilitacao". It should also be specified how and
when bid bonds am released to bidders.

b) The terms for delivery of the equiaent cannot be the same for
local and foreign suppliers or should at least refer to FOB Port
of embarkation for foreign firms, instead of CIF Santos as it now
stands in paragraph b) of 'Condiqoes do entrega".

c) Paragraph 3) of chapter 1 "Generalidades" should read "...paues
membros do Banco Internacional para Reconstruqao e Desenvolviamnto
* aos da Suiga," instead of "do Fundo Monettrio Internacional e
aos da Suia.f

d) We believe that lead joints are no longer being used and we wonder
whether you would delete "as juntas de chumbo" in the tender forms
and technical specifications. Please also note that the American
Standard for Cament-Mortar Lining has been revised and is now known
as ANSI A21.4-1971 (AWA 0104-71). Item 2.1.1.4 of A.B.N.T. standards
EB-137 and P-EB-303 is quite general and we feel that you should better
specify the materials required for outside coatings.



Eng. Luis Augusto d. Lima Pontes - . January 9, 1973

We suggest you revise the documents in light of the above wcumnts.
Please send copies of th. bid advertisement to be published in Brazilian news-
papers to bbassies or Consulates of member countries of the Bank, and Switserland,
which might furnish the equipment under bidding. Note in this regard that
Romania has recently beaam* a member of the Bank.

We would also appresiate receiving copies of the invitation to bid and the
revised specifications with the contract number uentionid.

Sincerely,

John X. Kalbermatten
Chief, Water Supply Section
Public Utilities Projects Division
Latin America and Caribbean Regional Offies

FRodrigue z:mcg

cc: Messrs. Kanchuger
Sheehan
Kalbermatten

Division Files
BRA-3-1
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SUPERINTENDtNCIA DE AGUA E ESGOTOS DA TAL

SAECT

Sgo Paulo, 3 de janeiro del 12 '3

AO

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
1818 H. STREET N.W.
Washington, DC 20433 - USA

Dear Sirs;

Re: Loans

Please send direct to our auditors, Messrs,Arthur Andersen & Co., Caixa Postal 1266, Sao Paulo - Brasila statement of the balance due to you as at December 31,1972.
Also include details of collateral, if any,interest rate, and the date interest has been paid on the -loans.

Your prompt reply will be appreciated.

Very truly yours

d'IAS PALHARES
Dir tor de Divisao

c .ODESTO"MA
D retor Comer al

0h
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Country Loan # 757 Project
Credit #

BRAZIL Investment #

Title and Description

1973 Budget for SAEC.

Z
E-

Document
Date .D6C/1 972 Pprd ySAEC
Transmittal Letter From
No. -Document #

No Letter-CopyDate Card for File4



Country Loan # 757 Project
Credit#

BRAZIL Investment #

Title and Description

Proposta para politica de transporte na SAEC.
Relatorio das actividades da Diretoria de Administracao
en 1972.

Document
Date rd SAEC
Transmittal Letter From Document #
No. Dcmn

No. No Letter-CopyDate Card for File E 174 6

41



Deofber 22, 1972

Eng. Luis Augusto d idua Pontes
Diretor da. C.P.E.
Superintendenoia do Agua e

Esgostos da Capital
Rua Riachuslo, 115-110 azu4r
01007 Sao Paulo, Brasil

Rs BRAZIL - Loan 757-BR
Sao Paulo Water Supply Projeot
Procurement

Dear Eng. Lims, Pontes:

Thank you for your letter 111/72 of Noveaber 23 giving further omunts
On bid douwments Nos. 008/72 and 009/72 for the sply of steel pipes and
fittings. We have also received your letters 11 72 and 117/72 of November
27, 1972 with enclosures concerning contracts for installation of water
distribution networks in the "bairros" of Sao Paulo Municipality.

We are reviewing the contracts and soon we shall inform you of their
eligibility for financing from the Loan.

We are planning to visit Erasil next month and look forward to
discussing with you pending procurement matters.

All the best wishes for the Holiday Season and the New Year.

Yours truly,

John M. Kalbermatten
Chief, Water Supply Section
Public Utilities Projects Division

FRodriguez mcg Latin America and Caribbean Regional Office

cc: Messrs. Kane uger
Helne
Sheehan
Kalbermatten

Division Files

CONTROL No. BR-2-7
BR-2-8
BR-2-9



GOVERNO DO ESTADO DE SAO PAULO
SECRETARIA DOS SERVIqOS E OBRAS POBLICAS

SUPERINTENDBNCIA DE AGUA E ESGOTO DA CAPrML

CPE N9 123/72 Siao Paulobat&ORedcdddezem o de 1972

Date Ack'd.

Ilmo. Sr. Assigned to

John M. Kalbermatten

1818 H Street, N. W.

Washington, DC 20 433 ----

U. S. A.

Ref:- Concorrancia Internacional para

compra de tubos

Prezado Senhor:-

Estamos encaminhando para conhecimento e

autorizagao de V. S., c6pia do edital "CONCORRENCIA POBLICA INTER-

NACIONAL PARA 0 FORNECIMENTO DE TUBULACK0 E PEQAS ESPECIAIS DE FER

RO FUNDIDO OU DUCTIL E VALVULAS", material esse destinado a Expan-

sao da R~de de Abastecimento de Agua da cidade de Sao Paulo.

0 referido documento foi submetido a con

sideragio da firma Serete E4genharia S.A., conforme documento que

segue anexo, conforme prev6 o nosso contrato 757/BR.

A data prevista para a apresentagio da

proposta seri a de 19 de margo de 1973, estando sendo providencia-

da a publicagio do edital no Diirio Oficial do Estado e peri6dicos

desta Capital na primeira semana de janeiro de 1973.

No aguardo do pronunciamento de V. S.,en

viamos.nossas cordiais

Saudag6es

Eng9 Luiz Augusto de Lima Poptes

Diretor da C.P.E.

dks
RUA RIACHUE~LO, IIs - CE 01007 - sAO PAULO - BRAS IL
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SAEC

SUPERINTENONNCIA DE AGUA E ESGOO DA CAPITAL

GABINETE DO SUPERINTENOENTE
RUA AIACHUELO, 115 - 5* ANOAR - SAO PAULO

S&o Paulo,13 de dezembro de 1972

Crt-GS- 674172

International Bank for Reconstruction and Development

1818 H Street, N.W.

Washington, DC 20433

USA.-5

At.Mr.Prudence

Em resposta ao seu telegrama datado de 14 de novem-
bro de 1972 e de 12 de dezembro de 1972 e de acordo com o que precei
tua a seggo 5.04 das General Conditions Applicable to Loan and Garan
tee Agreements, tenho a informar que pelo regulamento desta Autar -
quia a autoridade autorizada a assinar os "With drawat Apptications i 6
o seu Superintendente, e na sua ausencia o Superintendente Adjunto.

Informo que, por delegaggo expressa no regulamentoji

mencionado, deleguei tambem ao nosso Diretor Comercial competen -
cia para assinar os referidos "Applications".

Seguem abaixo os nomes e as assinaturas autorizadas,
esclarecendo que apenas uma assinatura das tres autorizadas e bas -
tante para representar a SAEC nesse procedimento.



SAEC

SUPERINTENDENCIA OE AGUA E ESGOTOS DA CAPITAL

GABINETE 00 SUPERINTENOENTE
RUA RIACHUELO, 115 -5! ANOAR- SAO PAULO

Crt-GS- 674172 F1.2-

Eng9 A OREIRA GARCEZ FILHQ

Superintendente

Eng9 OSt VULF KOCHEN

Superintendente Adjunto o

VI

Econ. MODESTO STAMA

Diretor Comercial

As referidas assinaturas vao autenticadas por not6 rio

publico oficial da cidade de Sao Paulo.

Sendo o que tinha a informar, subscrevo-me

atenciosamente

O.' CARTC5RIO DE NOTAS
- MUA SENADQDR FrZIJda. 10-

Roccnheqv a firma -

Eng9 JOA MOREIRA GARCE FILHO

Superintendente

fT.
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FORASSOCIATION I RECONSTRUCTION AND DEVELOPMENT iNTERNATIONAL FINANCE

OFFICE MEMORANDUM
To: Files 

DATE: .November 30, 1972
FROM: Robert Kanchuger

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

1. Tnwo major problems have been encountered with the projects. Thefirst only relates to the Pollution Control project and involves bas4Icquestions of what the Bank loan will finance. The second problem involves
the financial contributions of the state of Sao Paulo and is common to both
projects.,

2. With respect to the first problem, the Borrower would like theproject modified to handle waste water treatment in a different manner.The motivation for requesting the chance appears to be technical, financial,ecological and political. Technically and financially, the Borrower believesthat the original project is a costly overdesign beyond the needs of thesystem; while ecologicaly and politically it contends that the scheme pro-posed would pollute an important recreational lake whose surrounding citizenryhas become aroused over the presence of the project.

3. the proposed alternate scheme is being studied by an Americanengineering firm and its report should be completed in January. The alterna-
tive being studied would be for a project approximately half Jthe size of the
present US581.5 million project. The Bank loan finances only US$15 millionof project costs. Were a smaller project to be recommended, the Bank would
continue to finance approximately 18 percent of project costs, the estimated
foreign exchange component of the project. This would mean a smaller loan
and cancellation of any excess amounts, unless additional works were added.

dditional . ,s udying the inclusion in the project oft n pj trunk sewers and smaller interceptors, raising the total cost ofthe project almost to its former level. Inclusion of such facilities wouldbe a logical extension of the originally proposed project. There is somequestion, however, as to whether the municipalities involved in suchf anexnded undertaking could provide the needed counterpart. The state ofSao Paulo would have to agree to guarantee tile availability of of such funds.Mr. Colasuonna confirmed that the state understood that ib would have this
obligation if the project is increased.

5. A Bank mission to Sao Paulo is planned in January to review thetechnical feasibility and desirability of the alternate scheme, includingthe expaded activities. his-would in effect amount to a reappraisal of*the project.

6. In the meantime, we have advised the Borrower to go ahead withthe preparation of procurement documents for that part of the project whichwould not be affected by selecting the alternate scheme, so that there would
be as little delay as possible in project implementation.



Files -2- November 30, 1972

7. The January mission to Sao Paulo would also review the adequacyOf the contributions to be made by the state to both projects. During hisrecent visit to Washington, the state Secretary of Planning., Mr. Colasuonno,assured US that these contributions were adequate, but this will have to beverified.

cc: Messrs. Skillings
Kalbermatten -
Buhler
Martinez



November 29, 1972

Dr. L. M. Ramirez-Boottner
Resident Representative
Nacoes Uridas
Avenida RIUi Barbosa, 910 - 20 And.
Caiza Postal 743 - ZC- 00
Rio de Janeiro, GB, Brashl

Dear Dr. R"Zires-oettiner

Re Sao Paulo Water Supply and Pollution Control
(Loana 757-BR and 758-B3R)...

Mr. Skillings has asked that I reply to your letter of November 17requesting the details of the Bank loans for Sao Paulo water sUpply andPollution control projects.

For your information I have att-aoeld a copy of the Bank's apraisalreport for these loans. As you know, Bank reports are restricted adI would appreciate it if the report is only used by your office and thatit does not receive general circulation,

I have only recently begun to work in the Brasil Division in theBank and I look forward to meting you in the near futur.,

Sincerely yours,

Robert Kanchuger
Country Program Division
Latin America and Caribbean

Regional office

At



November 28, 1972

Eng. Luis Augusto die Lima Ponteas
Director da C.P.E.
Superintendencia do Ague, a
Eagotos da Capital

Rua Riachbmlo 115-11o Andar
01007 Sao Paulo, Brazil

Not Brasil - Loan 757-BR
Sao Paulo Water Supply Project
Prwourement

Dear Ing. Lima Pontest

we have reviewed the draft bid documents for computer equipment,
forwarded with your letter 83/72 of September 8, and have the following
cnmntsa

(a) The wording used in the third paragraph of the "Comunicaoao
Sobre Abertura De Concorrencia Internacional" to refer to the
Bank financing is acceptable; but you might find preferable
the language suggested in Section 3 .1 of our GuidelnAs for
Procurement. You should also indicate in the Notice of Bidding
the closing date and hour, and place for submission of proposals.

(b) Paragraph 1.2.4 specifies that bidders may submit proposals
covering the whole or part of the itsme requirei This might
further complicate bid evaluation and lead to alternative
of contracting separate firms and consequently to a possible
lack of coordination between them. We would rather propose
not to accept bids for only part of the items.

If you concur on the preceding e nt, then you should revise
paragraphs 1.5.4, 2.41 e) and 2.5.

(c) It is usually required that a bidder submit together with his
offer a Bid Bond that guarantees its eernestness. However, bid
bonds or bidding guarantees are not mentioned arqwhere in the
documents, except in paragraph 1.5.1 where the word "garantias"
is only cited. In addition to the Performance Bond requested per
ite. 2.1.3, we suggest you ask for an Equipment Operation Guarantee.
It is not also defined in the documents how and when the Performance
Bond is released.



rng. Lim Pontes - 2 - November 28, 1972

(d) In clause 2.2.1 b), please delete "indicando as taxas de conversao
adotadas". There is no need to get such information. However,
you may specify that portion of bid prices which bidders expect to
spend in Brazil, should be stated in cruzeiros.

(e) We wonder how clause 2.5.4 would be enforced with a foreign bidder,
if you have not required bidding guarantees. (See our comn+,* under
(c).)

(f) In clause 3.4.1 it should read mencionada no item 2.1.4", instead
of "mencionada no item 2.3".

tg) We think that the 'Nota" in It.. 4 "Areas a sistematisar" should
be more precise so that you have specific bases for bid evaluation.

(h) Ten days after bid invitation is too short a period for bidders to
conmnt on the documents and ask for clarification (Section 2.6.1)
and such a requirement is unusual in international bidding. Quite
the contrary, bidders should be allowed to consult SAEC on the
documents when preparing bids, but such queries should be made at
least twenty days before the closing date of the bidding.

(i) In Section 3.4.5 there is a misprint which should read "stand-by".

(3) Items., such as awarding period, withdrawal of proposals, sub-
contracts, preference for Brasilian manufacturers, should be
included in the documents. It might also be convenient to attach
a proposal form to the specifications.

We suggest you revise the documents taking the above caen nts into
consideration. At least a period of 75 days should be allowed for prepara-
tion of bids. The invitation to bid should be advertised in two major
newspapers in Brasil and a technical magasine of wide international circula-
tion. You should also send copies of the invitation to local representatives
of the member countries of the Bank and Switserland, and to the Bank along
with a revised copM of the specifications. Any coments we would then have
would be incorporated into addenda to the documents.

Because of rapid progress in data processing technology, computers
quickly become obsolete. Consequently there is a growing tendency for
leasing instead of buying computers to make replacement of old models
easier and obtain better services from suppliers. Thus it may be to SAE0's
advantage to lease the equipment under bidding. However, we must inform
you that in case you jide to lease, expenditures under such lease would
not be eligible f ancing under Loan 757-BR.

FRodriguez:mcg Sincerely,
Cleared with and c:
Messrs. JJennings

AHelne (Controller1s) John M. Kalbermatten
RKanchunger Chief, Water Supply Section
EWilliams Public Utilities Projects Division

Central Files Latin America and Caribbean Rowie nO Of1e-
Division Files Control No. BRA-2-42



GOVERNO DO ESTADO DE SAO PAULO
SECRETARIA DOS SERVIQOS E OBRAS POBLICAS

SUPERINTENENCIA DE AGLIA E ESGOTOS DA CAprITAL
CPE N9 117/72 Sao Paulo, 27 de novembro de 1972

Ilmo. Sr.

John M. Kalbermatten

International Bank for Reconstruction and DevelQpm t
1818 H Street, N. W. Date Aokwd.... e
Washington, DC 20 433 Asslgned

U. S. A.
-----------------------------------

Prezado Senhor:-

Encaminhamo NYV. S., anexadas a presente,
c6pias dos contratos firmados entre esta Superintend~ncia e diversas

firmas, referentes ao assentamento de redes de distribuigio de igua
em varios bairros da cidade de Sao Paulo, conforme relagao que damos

abaixo:-

Termo de Firma A s s u n t o

Contrato n9 Contratada

616/72 Civil e Industrial S.A.-Concisa Redes de distribuigao

de agua, V ila Alpina,

ansis 11, 12 e ramifi-

cacoes

619/72 Ircos Construg6es Civis e Sani-

tirias Ltda. Idem, Vila Brasilandia,

anais 1, 2, 3, 4, 5, 8

e parte do 7

621/72 Construtora Augusto Velloso S.A. Idem, Pirituba, zona al

ta, anais, 3, 4, 5 e ra

mificag6es

623/72 W. A. Bastos Construgoes Idem, Itaquera, anais 7,

9, 13 e ramificag6es

624/72 Imobiliiria Cappelano S.A. Idem, Vila Formosa, zo-

na alta

RUA RIACHUELO. 115 - CEp 01007 - SAO PAULO - BRASIL



GOVERNO DO ESTADO DE SAO PAULOSECRETARIA DOS SERVIQOS E OBRAS PCBLICAS

SUPERINTErNoENCJA DE AGUA E ESGOTOS DA CApwnL
CPE N9 117/72 27.11.72 

-2-

Termo de Firma 
A s u n t oContrato Contratada

627/72 Tecimo Construg6es e Engenharia
Ltda. 

Redes de distribuiuqao de
igua, Sapopemba, ansis 11,
12, 13 e ramificag6es

634/72 Construtora Augusto Velloso S.A. Idem, Pirituba, anais 2, 3,
4 e ramificag6es

636/72 Construtora Civil e Industrial
Concisa 

Idem, American6polis, setor

32, sub-setor IX

637/72 Comercial e Construtora Stecca
S.A. 

Idem, Guaianazes, zonas al-
ta e baixa

639/72 Construtora Augusto Velloso S.A. Construqao Civil do Reserva
torio e T~rre de Pirituba

641/72 Construtora Civil e Industrial
S.A. Concisa Idem, idem, Jardim Popular

642/72 Consursan Engenharia e Com6rcio
S.A. 

Redes de distribui9;o de
igua, Pirituba, ansis 1, 2 e
ramificag6es

647/72 Embasa - Engenharia e Com6rcio
S.A. Construgio Civil do Reserva

t6rio de Vila Formosa

RUA RIACHUELO, 115 - CEP 0i00? - sAo PAULO - BPASIL



GOVERNO DO ESTADO DE SAO PAULOSECRETARIA DOS SERVIQOS E OBRAS PUBLICAS

SUPERINTENOrNCIA DE AGLuA E ESGOTOS DA CAPITAL
CPE N9 117/72 27.11.72 

-3-

Termo de Firma
Contrato Contratada Assunto

653/72 Sarima - Engenharia S.A. Rede de distribuigao de igua
Sapopemba, an&is, 3, 4, 5 e 6

654/72 Ircos Construg6es Civis e
Sanitirias Ltda. Reforma, ampliag6es e obras

complementares dos ReservaE6-

rios do Alto,da Mo6ca

660/72 Amafi Comercial e Constru-
tora Ltda. Rede de distribuigio de agua

Sapopemba, an~is 7 e 8 e rami
ficag5es dos an6is 6 e 7

662/72 Relmac Engenharia e Pavimen
tagao Ltda. Reforma, ampliag6es e @bras

complementares nos Reservat6-
rios de Santana, Mirante, Vila
Medeiros, Vila Maria e Vila
Nova Cachoeirinha

678/72 Construtora Cocaro Ltda. Redes de distribuigio de agua
Vila Alpina, ansis 6, 7, 8 e
ramificag~es.

Outrossim, queremos informi-lo de que en-viaremos a V. S. os contratos restantes, tao logo os tenhamos re-gistrados.

Valemo-nos da oportunidade para enviar,

Atenciosas Saudag6es

Eng9 Luiz Augu'Ko de Lima Pontes

Diretor da C.P.E.

RUA RIACHUELO, 115 - CEP 01007 - SAO PAULO - BRASIL



GOVERNO DO ESTADO DE SAO PAULOSECRETARIA DOS SERVIQOS E OBRAS POBLICAS

-1PM.TEIJONCIA or AQUA E ESGOTOS DA CAPrTAL
CPE N9 114/72 Sio Paulo, 27 de novembro de 1972

Ilmo. Sr.

John M. Kalbermatten

International Bank for Reconstruction and Development

1818 H Street, N. W.

Washington, DC 20 433

U. S. A.

Prezado Senhor:- 

Estamos encaminhando a V. S., anexadas
a presente, c6 pi s xerogrificas dos Edi s de ncorrncia Pdbli
ca n9s.- 002/72, 022/72, 024/72, 025/72, 026/72 e 027/72,

Informamos que as Tomadas de Preqos em
questao, destinam-se a coletar pregos para o assentamento de rede
de distribuigao de igua para diversos bairros da Capital de Sao
Paulo.

Date Rec'd. 7 Nesta oportunidade enviamos a V. S.,
Date Aok'd.(J? /7-- i Atenciosas Saudag6es
Assigned

---------------- Eng9 Luiz Augusto de Lima Pontes

Diretor da C.P.E.

dks

RUA RIACHUELO, 115 - CTP 01007 - SAO PAULO - BRASIL
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GOVERNO DO ESTADO DE SAO PAULOSECRETARIA DOS SERVIGOS E OBRAS POE3LICAS

BUPER1NTENCNCIA DE 4 c3uA E ESGOTOS OA CApITAL
CPE N9 111/72 Sio Paulo, 23 de novembro de 1972

Ilmo. Sr.

John M. Kalbermatten j-...
International Bank for Reconstruction and q yeloprqent'
1818 H Street, N. W.
Washington, DC 20 433
U. S. A.

Prezado Senhor Kalbermatte:

Acusamos o recebimento de sua carta datada de 7 de novembro de 1972, onde V. S. faz co-entrios sobre as
concorrancias n9s. 008/72, 009/72, 049/72 e 050/72.

Com relagio is concorrancias n9s. 008 e009/72, que dizem respeito a compra de tubos de ago e pegas espe-ciais para os setores de American6polis e Sacoman, tenho a informarque essas concorrencias nao se referem ao projeto do Banco, mas simao Projeto American6polis, que conta com financiamento do FESB-BNHe que ja e do conhecimento de V. S. .

Com referancia is concorrdncias n9s049 e050/72, assim corno as demaisque ji foram enviadas ao Banco, escla-rego que estamos enviando, nos proximos dias, a V. S., os contratos
ji assinados entre firmas adjudicantes e a SAEC.

Sendo samente 6ste o assunto que temos atratar com V. S., no momento, aproveitamos a oportunidade para en-viar nossas

Atenciosas Saudag6es

Eng9 Luiz August Yima Pontes
Diretor da C.P.E.

dks

RUA RtACHUELO, 115 - CEP 01007.- SAO PAULO BRASIL
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Frmn No. 77

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

BOOK OF FIVECALES OUTGOING WIRE

TO: DATE: N VMER 20, 3372
:CAOS ANTONIO ROCCA D MIGUE CASUONNOD

SEREldTARY OF FI14NCE SECRETARI OF PLAENING CLASS OF
SAO PAULO SAO PALO SERVICE: LT

JOSE MRIA VILAk DE QUEIROZ PAULO LIRA
COUNTRY: MINISTRY OF FINAhCE BANCENTRAL

RIO 1E JANEIRO BRASILIA
TEXT:

Cable No.: SUPERfINTDENCIA DE AGUA E
ESGOTOS DA CAPITAL

RUA DTACHUELO, 115- 50 A;DA,

BRAZIL

REF LOAN 757-BR STOP CONTRA OUR PREVIOS TEiRAMU PAYMENT RECEIVED

01 DWE DATE STOP UNFORTUNATEY PAYMENT NOT RECOIDED OUR ACCOUNTS THROUGH

BANK STAFF OVERSSIGHT STOP SINCEREy HMRET ANY ICONVENIENCE OR DIFFICUTY

OUA ERROR MAY HAVE CAUSED STOP UEGAiDS

1A0CHUGER
INTBAFRAD

NOT TO BE TRAMsmnTED

AUTHORIZED BY. CLEARANCES AND COPY DISTRIBUTION:

NAME Robert Kanchuger
Cleared with and cc: Mesars. Topolahy

DEPT. La A rica and Oar bean Skilings
co: ,. Kafka

SIGNATUE 
Mr.NEUR KaUAe. A 

te(JNTUE SIGNATURE Or 6MDgM. AUT1fIE TO APPROVE)

REFERENCE: IKanohuger:,Jbv For Use B Comunications Seton

ORIGINAL (File Copy)
(IMPORTANT: See Secretries Guide for preparing form) Chedd for Dip.i
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UNITED NATIONS NACOES UNIDAS

REPRESENTAQAO DO PROGRAMA DAS

NACOES UNIDAS PARA 0 DESENVOLVIMENTO NO BRASIL

AVENIDA RUI BARBOSA, 910 - 2.* AND. EDIFICIO DO B N 0 E - 17.* AND.
CAIXA POSTAL 743 - ZC - 00 SETOR BANCARIO SUL

RIO DE JANEIRO - 68 - BRASIL CAIXA POSTAL 07-1671
TELEX. : 031768 BRASILIA, D. F. - BRA SIL

TELEG. : "UNDEVP*O RIO DE JANEIRO" TELEX: 353
225-0384 24-2684

TELEFONES: TELEFONES:

R E F. 4355
FILE: 7.1.19 17 November 1972

Dear Mr. Skillings,

I have read with much interest the IBRD publication
World Bank Operations - Sectoral Programs and Policies. I
believe it is a very useful document.

I have noted with particular interest the Table I
on World Bank/IDA Lending for Water/Sewerage FY 1962-1971.
which appears on page 252 and which includes project Sao Paulo
Water and Pollution Control for Brazil for which IBRD has
earmarked US$ 37 million. I should be grateful if you would
send me details of this loan.

Sincerely yours,

Dr. Rami z-oettner
.Resident Representative

Mr. Robert F. Skillings
Chief, Brazilian Division
Latin America and the Caribbean
International Bank for Reconstructions and Development
1818 H street N.W., Washington D.C.20433
U.S.A.
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WilesMoemsblo 17 t I M

A.A. Relm

k11si - aa ?5 U (lao Itmie Wfate' Am hals)

We. 7rits ftdrageo (Projects, Latin Aemoca & Caribbew) esalld
- *ntl inquiring wbeth the Bak would p the cest of leasing of as
.ieetronmo omputer IV the Bawr er (&Ar) 1r billing pMasss undew
Cat,4Irm n (lu'rted water notere aWd Illg .q*uenet) of 8cada-1 1
of the Isa Agrement. For the perpe of warding of the bidd dm -
mento ZAC h"4 r ested the Bank to onider three altsmati *m, dr

1whihb Would either (1) P"rh4" the equiment (2) loe It, or (3)
les. it with ptpmn to beW.

I advised Mr. Bodrigs thAt the mt of lessiag uald, not be
eligible for flavaing m"er Luam 757 BR, beig an a perticnal ywate1
to the Borrower rather than capital or services empene nora1ly finana
tr the Pwk. Maews. ade (Logal) and Datt (Area) agreed with tkis poa.-
tion. I also painted t to Mr. Podrigus that dos to todeyls progress

in data proesseing techuoa3 a CaOater quick~y benme ahlbote ad
that, a thmm in hard 7 mW reale market for mob equipmnt, it would
perhaps be mor eaau-*0a1 for the Parruser to lease then NW. The lasm-
ing arrangent alss oumld have the adrtags of *ooder rvplaimea1 t of
old modl* and bettor vervis from thb aelier.

f1ies 757 B - Gerel

I O. UMawFles
* &'. Ruega

* (perat&sa1l Files /

AAmsls./dee
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ANTERN ATION DE LO M N INTERNATIONAL BANK FOR IN ERNA TI NA FINA C
ASSOCATIO RECONSRUCIO AND DEVEOPMEN CORPORATION

1O U TGO ING W IR E

TO: CARLOS ANTONIO ROCCA DR MIGUE COLASUONNO DATE- NOVEMBE1 I4 17SEGRETARY OF FINANCE ECRETARY OF PLANNING
SAO PAULO SAO PAULO CSS OF

JOSE MARIA VILA.R DE QUEIROZfjJ PAULO LIRASEVCL
COUTR MINISTRY OF FINANCE 3/7 BANCENTRALNT: RIO DE JAYEI.X BRASILIA

TEXT: SUPERINTENDENIA DE AG4A E
Cable No.: ESGOTOS DA CAPITAL

HUA RIACHUELO, 115 - 50 ANDR
SAO PAULO

BRAZIL

E WAN 757-B STOP PAYMENT US$82,500 WE NOVEBER 1 NOT RECEIVED STOP
BOMEOWEI ADVISED PAYMENT DATE OUTR LETTER SEPTEMBER 22 STOP NO ANSWER
RECEIVED OUR TELERAM NOVEEBER 8 TO BORROWER , EPORTING PAYMENT NOT
RECEIVED STOP APPRECIATE YOUR COOPERATION TO EFET PAM STP
REGDARDS

KANGHUG
INTBAFROD

AU1HORIZ RY C

A U T H R E B : C E A N D C O P Y D I $ T R I B U T I O N :

NAME Robert Knchuger 35 Is
Cleared with and cc: Messrs. Topolsky

ca Ca Skilling3
SIGNATURE 

c:Msr.KlemteEC (SIGNATURE ONDIVIDUAL A T APPROVE

AiKanchuger: Jby

ORIGINAL (Fie
(IMPORTANT: See Secretaries G for preprin for) a.ckd for Dptch7
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For No. 27
(3-70)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION .RECONSTRUCTIONANDDEVELOPMENT CORPORATION

OUTGOING WIRE

To - SUPERINTEDNCIA DE AGUA E DATE: NOVEMBER 8, 1972
EGOTOS DA CAPITAL

RUA RIACHUEO, 115 - 50 ANDAR CLASS OF

SAO PALO SERVICE- LT

COUNTRY: BRAZIL

TEXT:
Cable No.:

REF LOAN 757-BR AND OUR LETTER SE ER 22 STOP PAYNT US$82,500 DE

NOVEHBER 1 NOT RECEIVED STOP PLEASE CABLE STATUS 3WF REARDS

INTBAFRAD

NOT TO BE TRANSMnTED

AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME Robert Kanchuger
Cleared with and cc: Messrs. Topolsky

DEPT. Latin America O'Cribbean Skillings

SIGNATURE
IGNATURE OF l..I A To APPROVE)

REFERENCE: 
,Rw UI.higur w ScfloR~anchuger ;jbv

ORIGINAL (Fle Copf
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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November 7, 1972

Ing. Luis Augusto do Lima Patos
Diretor da C.P.U.
&wperintendencia do Aga e
Begotoa da Capital
RUAL Riachuslo 115-110 nar-,
01007 Sao Paulo, MAZIL

Res DRAZIL - Loan 757-iR
Sao Paulo Water Supply Project
Presurgigt

Dear Ing. Lima Pontes

Thank you for your letter 100/72 of October 18 enclosing copies of
(i) bidding documents Nos. 008/7t and 009/79 for supplydng steel pipes and
fittings for a value of Gr$,1 50,350 or aproximately US$241,725 and (ii)
bidding documents Nos. 049/72 and 050/72 for installation of water main&
in Amerimaaopolis for a cost of Qr$2,01,o00 or approximately Us$336,000.

We have noted that you alloed cnay 20 *We for preparation of bids,
and submitted the specifieations for our review after bids had been
roesjy We mrsgMt to infozz You that tUs tragta for stel nipes and
fittings will not In eligible to be finanood out of the irce of the
Loan, Since this equipment was estimated to *out more than US100 000,
It should haM been Prom"re throuqh international acmetitive b ,dnr
as set forth in Seetion 9.03, Articl* II , and according to th* proce r
outlined in Shedule 4, Paragraph 1 of the Loan Agreement.

Bowever, you mar decide to call off the bidding and issue new
invitations to bid in conformity with our Ouidelines for Procurement.
In that case we would reconsider financing expenditure under such eontraset.

In respect to bidding demme.nts Nos. 049/72 and 050/72, we aait the
bid evaluation and award reiemidation of the sontraots, before making
aW coment on then.

Signed Sheehan

(for) Jehn . [albernatten
Chief, Water Bu43py Section

FRodriguez:mcg Public Utilities Division
Projecs Department

Latin AmerMa and the Caribbean
Cleared with and cc: Mr. Kanchuger (Area Dept.)

Mr. Helne (Controllerts)
cc: Mr, Kalbermatten CONTROL No. BR-2-5

Division Files



FoRm No. 57 INTERNATIONAL DEVELOPMENT f INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION I RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM I '
TO:Files DATE: 2 7

FROM: Devbrat Dutt

SUBJECT: 3RA4ZIL - Status of Agriculture and Water Supply Projects r t ra-2  A P4"

1. The purpose of this memo is to summarize the current status of
projects I was dealing with in the Brazil division along with-my suggestions
for action in the next several months.

2. Loans Already Made

(i) Livestock Project (Loan 516-BA):.. The project is moving well.
The Central Bank expects full commitmont of funds bf December 31, 1972. From
Brazil we are awaiting:

(a) a letter confirming that the manual cleared with the
Bank has been issued.

(b) information on marketing study,

(c) confirmation of training program, and

(d) confirmation of engagement of experts for pasture/field
trials.

(ii) Sao Paulo Water Supply and FoJ.lution Control Projects (Loans
757-Ba and 758-B): The supervision report of October 19, 1972 summarizes
the present position. My memo-of April 7, 1972 records the problems anticipated
and the people already approached for solving these. Aecently I checked with
.14 Au uxuer oou thta their loan contrz:uticn would be frthcoming. T
only problem that remains to be settled is one to be solved bj the state
government and refers to the state contributions to the stocks of SAUESP and
SAEC. The Secretarj of Planning in Sao Paulo (who makes the budgetary
allocations) should realize his responsibilities in terms of the commitments
that the state government has made in the Project Agreement. The $AEC is
well administered, with strong management, and can look after itself. 3ANESP
continues to pe a weak organization and would need support from the Bank. The
proposed actions - (a) Mr. Skillings addressing a letter to Mr. Colasuonno
and (b) Messrs. Kalbermatten and Kanchuger visiting Sao Paulo in November toreview the state government proposal for project modification, are important.

(iii) Alto Turi Land Settlement Project (Loan 853-B?,): Mr. Jaime
Alipio de Barros confirmad to me on the telephone on October 26 the information
contained in the Interior Ministry's cable of October 25, that all substantive
actions for effectiveness have already been taken. As soon as the loan becomes
effective we 'hould arrange for a supervision mission to assist sound start ofthe project.
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iv) Grain Storaie Project (Loan 857-B.): In September I
reviewed the position with Dr. Gigante of Banco do Brasil and most of
the action required for loan effectiveness has already been taken. We
are awaiting a letter from Banco do Brasil to define the parts of
Mato Grosso, Goias and IMinas Gerais states that are to be included in
the project area (section 1.02h of the Loan A greement). The material
received in the Bank in September should be reviewed for the clearances
required under sections 3.03; 3.04; and Schedule 5 paras. 3.1 and 6.1
of the Loan Agreement. The need for making investments under this project
is extremely urgent and I would suggest that Mr. Kanchu-er reviews the
position with Banco do Brasil when he is in Brazil in November. Tn case
Mr. Loh, who is familiar with the project, can visit Brazil in .November,
he can help in settling most of the points on the spot.

3. Projects in the Pipeline

(i) Ariculture Export Industries Credit Project: My memo of
October 6 (recommendations accepted by hr. W-iese) summarizes my views.
An early discussion with Mr. Yokota on these points will be useful.
Mr. David Steel can be requested to cover the appraisal report chapter on
participating banks.

(ii) Bahia State Water Supply Proj ec: Iy memo of October 13
was discussed with projects. Mr. Kalbermat1eji s preparing a Pre-Issues
paper which would be available in another *fGw& weeks. The mission scheduled
for November 20 will be very useful. The feasibility study has been
airmailed by BNH and on receipt will be transmitted to Projects.

jii) Aa 0oh Se tlemrnent Project: Project preparation is going on
well. Mr. Hewson has left with me (please see the Division file) his draft
report on his review of the project in October. Mr. Kanchuger may review
the project preparation when he is in Brasilia next. The main issues would
be: (a) institutional -- for Project implementation, (b) definition of
income target and consequently of farm size, (c) place of high value/plantation
crops in the settlement program, and (d) arrangements for securing the interest
of indigenous Indians in and around the Project area.

(iv) Third Livestock Pro~ject: Project report is expected in December.
-As early as possible we shoula discuss with the Central Bank on reserving a
portion of the proposed lor-.n funds for the benefit of small farmers and
cooperatives. At my request Mr. Bono has agreed to discuss with the Brazilians
suitable models for small farmers and cooperatives, and feels that the Brazilians
would be receptive, if we agree to: (a) mixed farming - crops, forage seed and
livestock raising - in the small farms, and (b) consider softer subloan terms.
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(v) A ,riculture Research Project: The Agriculture Minister
has requested Bank assistance. I think it will be useful for the Bank
to get involved in organization of the Research Corporation, rather than
to wait for it to be organized and then discuss a research project for the
north/noi-theast. Besides replyiny to the Agriculture Minister we should
make up our own mind on-the proposals already received.

(vi) Future Coloni-zation Projects in the NE: Interior Ministry
(AIessrs. Cavalcanti and General Velloso)have requested Bank assistance inpreparing new colonization projects in the NE (in the states of Maranhao,
Piaui and Bahia). This can be arranged with funds available under theAlto Turi Project (Loan 853-BR). As soon as the loan becomes effdttive
discussions could be. held on future project preparation.

cc: Messrs. Skillin-s
Kanchuger
Senner
Steel

DDutt:jbv
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PAN AMERICAN HEALTH ORGANIZATION

Pan American Sanitay Bureau, Revonal Office ef the

WORLD HEALTH ORGANIZATION

525 TWENTY-THIRD STREET, N.W., WASHINGTON, D.C. 20037, U.S.A. CABLE ADDRESS: OFSANPAN

IN REPLY REFER TO: ES-Brazil-2201/2 1 (SAEO) TELEPHONE 223-4700

30 October 1972

Mr. John M. Kalbermatten 4
Public Utilities Projects Department
International Bank for Reconstruction and 11 lot"

Development Room N.510
809 - 19th St., N.W. S
Washington, D.C. 20025

Dear Mr. Kalbermatten:

I am very pleased to send you a copy of the document entitled
"Informes Sobre Colaboraci6n Sobre el Catalogo de Cuentas, Informes
Econ6micos Mensuales, Activos Fijos y Evaluacion de las Actividades
Desarrolladas en el Area Contable, de Conformidad con las Recomenda-
ciones Formuladas por la OPS - Junio-Julio 1972", prepared by our
PAHO Consultant Lie. Hernando Chovil R.

Since Mr. Eric Williams expressed interest in seeing these
reports, I would greatly appreciate your bringing this document
to his attention.

Very truly yours,

Mario Espinosa, Chief
Institutional Development Program
Department of Engineering and
Environmental Sciences

Incl.

cc: Mr. Rene Costa
(With doc.)

1902-1972 YEafSF

UE ICE
TA E



October 25, 1972

Eng. Luis Augusto do Lim Pontes
Diretor da C.P.E.
Superintendnia de Agua 9
Esgotos da Capital
Rua Riachuelo 115-110 Andar,
01007 Sao Paulo, Brasil

He BRAZIL - Loan 757-BR
Sao Paulo Water Supp3y Project
Procurwint

Dear Eng. Lima Pontest

Thank you for your letter 95/72 of Oetober 9 inquiring whether we
would accept financing with the proceeds of the Loan total expenditures
for goods produced in Brasil. As you are aware of, those items wore
inluded in Category IV of Schedule 1 of the Loan Agreement, and it
was mutually agreed that the Bank would finanae 20% of expenditures
under such Category, but upon your request we would increase this
percentage to permit full withdraxal of the Loan amount.

We are studying your proposal to cover such goods under Categories
I and II of Schedule 1, and soon we shall inform you of our decision on
this matter.

sincerely,

John M. Kalbernatten
Chief, Water Supply Section
Public Utilities Division

Projects Department
Latin America and the Caribbean

FRodriguezsmcg

cc: Messrs. Dutt (Area Dept.)
Helne (Controllerts Dept.)
Sheehan (IA&C)

Division Files
CONTROL No. BR-2-4



/xx/

V V

Cl~t ol -1

.4 hqo s

Au

-,,E. R.

Y -

- - * . --.

U- - -I--- - -

Cli'- > ' VIC '0

S ntD i r'3ed (lI Ti- 2 !3 . Is A ,2- i

2/ 8.23 -C uih 0~,iI'ac, tn. $0>ooW ci Tu



Mr. J. M. Kalbermatten - 2 - October 19, 1972

General

3. The mission spent much time trying to ensure that adequate State
financing would be forthcoming for these two projects. In April this year,
the previous surervision mission found that Sao Paulo State had not fulfilled
certain conditions which would permit the.local co-lenders - the Federal
agency, Banco Nacional da Habitaqao (BH) and the State agency, Fomento
Estadual de Saneamento BAsico (FESB) - to enter into firm financing contracts.
These two agencies were to share about one-quarter of the cost of the SAEC
and SANESP programs 1971-4. The conditions unfulfilled were that Sao Paulo
State (besides directly financing part of the cost) would commit sufficient
funds to FESB and guarantee the 2NiH loans. Sao Paulo had in fact decreased
(in real terms) not only the 3-year budgetary allocation for sanitation, but
also SAEC/SANESP's share of the reduced allocation. There was a mistaken
belief that SAEC/SAIESP' s projects were no longer urgent, as the bulk water
authority CC!IASP had fallen behind with its major expansion project (see para-
graph 23). Other reasons were a Federal credit squeeze and increased alloca-
tions to more prestigious projects in other sectors. Finally, a compromise
agreement restored some of the cuts but slowed down the projects by about a
year. (See Supervision Report of June 12, 1972, for fuller details)

h. Since the date of that mission, it came to the Bank's notice that
the State appropriations for the project were again coming under fire, and
(no doubt, partly because of the fiscal constraints) SANIESP was contemplating
major reductions in its project. A letter to the State Secretary for Public
Works from the State Planning Secretary dated August 28, 1972 spelled out
drastic cuts once again in the next 3-year Budget (1973-5). According to this,
SANESP's pogr-,m would be reduced to about US$34 million compared with U S97
million in the plan approved April 1972. The State Goveii enu's share would
fall from US$47 million to about US.3 milli"'. Paradoxically, loan finar-ing
(Bank and local) was assumed to fall by only about half. Cuts were als- -ade
in SAEC's financing plan, but these were not severe enough to be critical.

5. The mission twice discussed this with the State Secretary for Public
Works, Dr. Meiches, and received assurances that the Planning Department's
proposals were not final and did not represent the State's official intentions.
Sao Paulo would adhere to its engagements in the Loan Agreements, and the
allocations agreed in April 1972 would be substantially maintained. The Secretary
undertook to forward confirmation of the detailed approporiations as soon as
these were finalized. The Bank should write to request accordingly. (See Annex 8).

6. Loan contracts for both projects have been executed by FESB and BNH.

7. Annexes 1 and 2 show short-term Cash Flow projections for SAEC and
SANESP. These E.re subject to confirmation of the Government's intentions as
mentioned above, and to possible major modifications of the SANESP project.
SANESP's table was prepared by SAIESP, but the SAEC projection was built up
in the Bank from a series of partial forecasts made at different times by SAEC.
An updated Disbursement Schedule cannot,however, be prepared until the un-
certainties referred to above are resolved.
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I - SANESP

SANESP Project

8. The project is the first stage of a long range program of bulk

sewage disposal and river pollution abatement in the Sao Paulo metropolitan

area. The present scheme (Plan IV) would col~ect most liquid wastes and pump

them to a central treatment facility at Billings Reservoir (a man made lake

used for hydropower generation), which presently receives all the untreated

sewerage of Sao Paulo carried by the rivers Pinheiros, Tamanduatei and Tiete.

Liquid wastes from the eastern and southern region would be treated in local

treatment plants because distances to the Billings treatment facilities are

too great.

9. Before selecting the present scheme (Plan IV), the former State

Government and its consultants considered several other alternatives. Of

these, only Plan III, which proposed building numerous secondary sewage treat-

ment plants and discharging treated effluent in the river system, had net

costs which were similar to Plan IV. The latter was selected because:

(i) It avoided problemo related to operations of a large

number of treatment plants:

(ii) the degree of treatment required of the Billings treat-

ment facility could be determined upon completion of

additional studies and implemented by stages to achieve

ultimately the goals of using Aillings as an industrial

water source and a recreational area.

10. Following the - ange cf sta3c government and the signature of the

Loan in June 1971, the Bank became aware that opposition to the original pro-

ject was developing in state and local government circles of Sao Paulo.

11. The reorientation of the state priorities to develop projects in

the transportation sector without Federal or foreign financing, coupled with

the 30,' increase in real costs of the COMIASP bulk water supply project,

resulted in a shortage of state funds and compelled the State Government to

delay construction of the COMASP project. Lack of funds also prevented

until very recently the State Government from providing its agreed contri-

bution to the local financing contract with FNH and FESB, thus delaying imple-

mentation of Lban 758-BR.

12. In addition, there has been increasing public concern about pollu-

tion of Billings Reservoir. The municipalities surrounding this area are

not satisfied with Plan IV because pollution in Billings would not be reduced

until the completion of the latter stages of the program. These municipali-

ties in a congress held in Spring 1972, have requested that Plan III be con-

sidered instead of Plan IV.
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13. The delay in the CaIASP project, and to a lesser extent in theSAEC project,have other consequences also.

(i) Projected increases in water consumption and sewage
flows will be delayed.

(ii) The river Tamanduatei which is used by the industries
located on its margins as a source of water supply is
composed practically entirely of sewage during low flow
periods. Delays in the supply of water to these indus-
tries, by COMASP, compels them to keep using Tamanduatei
river water. The construction of the SANESP Project
in this area, according to Plan IV, which provides for
collection and pumping of all sewage through a force main and
tunnel to Billings would reduce the flow in the river
and could prevent industries' water needs from being
satisfied.

(iii) Because Plan IV requires larger initial investments and
lower operational costs than Plan III, it is more sensitive
to delays in water consumption growth and Plan III appears
now to have the edge as regards the least cost solution.

14. In the SANESP project, the elements which differed in Plan IIIand IV concernEd the construction of the Sao Caetano pumping station andthe force main and tunnel to Billings Reservoir. If Plan III had beenselected this item would have been replaced by a sewage treatment plantdischarging is effluent in the Tamanduatei river.

15. During the mission SANESP proposed a program of works whichWOUld :-cnsict o!f (a uldn t &Lu C;aetano (by mondulated stages of
1.5m-/sec. each) an activated sludge treatient plant with incineration ofraw sludge (2) construction of two force mains and 17 temporary low liftsewage pumping stations to replace the planned gravity interceptors whichwould be constructed only in 1980-1585.

16. SANESP also proposes to anticipate construction of two othernetworks, on in Osasco, the other in Mogi das Cruzes, sewage being routedto the Leopoldina treatment plant for Osasco, and treated in a new olantto be constiuct-,d for TKogi das Crazes. Modified projects costs wereestimated by SA'IESP at US$65 million excluding contingencies. Unfortunately
SANESP prposal3 were not supported by updated flow projections.

17. Following discussions the mission had in Sao Paulo, SANESP agreedto submit for raview by an independent and qualified consulting en-ineeringfirm, the techrical and economical studies it prepared (and is completing)
with a view to:
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(i) Reformulating the stages of construction of selected
interceptors, to obtain the least cost solution,
taking into consideration the updating of forecast
sewage flows.

(ii) Checking whether the flow 'in the Tamanduatei is suf-
ficient to supply industry, if sewage is pumped to
Billings.

(iii) Studying the altematives of treatment to be compared
with the works planned in the 1st stage. These alter-
natives should be such that the water quality in the
river Tamanduatei, Tiete, Pinheiros and in Billings
Reservoir would be equal or superior to the quality
which would result from the presently planned works.
All treatment works and river aeration should be con-
sidered. Raw sewage should not be discharged directly
into Billings.

18. A letter was sent on September 21, 1972 requesting SANESP to send
the terms of reference for this study and to indicate the consulting engi-
neers they intend to select. SANESP has not yet answered and a cable should
be sent to them.

19. As regards on-going works, SANESP has placed a number of contracts
without observing the requirements for international competition, submission
of bidding documents, etc. The mission made it clear that these could not be
financed by the Bank. SANESP? s contract supcrvision and administration is
competent and effective, however.

General Organization

20. SANESP is small (180 staff, comparel with about 7,000 in SAEC and
3,500 in COMASP). As an autonomous "lempresall, it has no difficulty in re-
cruiting qualifed staff. Its systems and accounts appear to be operated
efficiently and the mission has no comment thereon. Audit reports disclose
no ground for concern.

Finance

21. Because of delays in signing the lo',al loans arranged for the
project and also because SAEC did not begin paying its dues to SANESP from
the date originally envisaged, SANiESP had some liquidity problems during
1971 and had to raise an interim loan of Cr$5 million from FESB, repayable
over 5 years. The Bank informed SANESP, SAEC and the State Government, by
letter, of its concern that SANESP should be forced to borrow, seemingly
becuase of failure by SAEC to pay its originally-agreed contributions on
time.
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22. Because SANESP is charging a substantial part of its administrative
and payroll expenses to capital works - which is justifiable, since it has
not yet begun mutine sewage treatment to any extent - it easily achieved its
required rate of return of 7.5; in 1971 (actual ROR was about 10.8,) and
should achieve it again in 1972, despite the increasing rate base and the
altered timetable for SAECis contributions' (see paragraph 45). Annexes 3 and
4 show the Income Statements and Balance Sheets of SANESP.
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I. SAEC

SAEC Project

23. SAEC's project consists mainly in the supply and laying of the
water distribution pipes and valves, together with some additional reser-
voirs and the purchase of meters and new dta-processing equipment. The
program is intended to extend the distribution system to all of Sao Paulo
Municipality to improve the existing net work and to absorb a large
increase in the supply of water furnished by the bulk authority, COMASP,
from the first stage of its Cantareira pro. ect.

COMASP originally planned to make available an extra llm /sec
in 1971, but of this total, only 3m3 /sec will now be forthcoming by late
1973 and the remaining 8m3 /sec not until 1975 - four years late. The
delay has been caused by a credit squeeze coupled with a 30% increase
in project costs (expressed in constant terms) and by some extravagance
in project administration.

24. SAEC too, has been slow getting off the mark with its program,
due to uncertainty and delays in provision of funds, and also to a
setback in the placing of 19 pipe laying contracts. These had been
awarded, not to the lowest bidder, but to the bidder nearest the
average; and all awards nad been repudiated. by the State authorities
as being contrary to law. Nevertheless, Si.EC still feels that for
small works, there is a danger in accepting blindly the cheapest tender.
Exclusion of excessively low bids, is being considered by SAEC and would
be submitted to the Bank. As regards pipe supply, SAEC has placed contracts
to a value of about US45.5 million.

25. Main contract administration is the responsibility of SAEC
assisted by its consultants, SERETE. Supervision of works by SAEC
itself is still superficial and srluld be improved. Such inprcvcmernte
will be difficult to make before SAEC becomes an autonomous entity.

General Organization and Personnel

26. The sheer inertia of an organization of the type and size of
SAEC tends to retard organizational improvements. Nevertheless, there
has been slow but steady progress in many administrative sectors and operations,
and a spirit of motivation and achievement can increasingly be sensed. Iuch of
this is due to the PAHO Management Assistanice mission and to a series of "ad hoc"
committees, working parties and 0 & M teamu collaborating with that mission
under the guidance of Dr. Lima Pontes, SAEG's Director of Special Projects
Coordination. A 2-year extension of the PxHO contract, with partial financing
out of the Bank Loan, has recently been signed, providing for full-time
assistance by the PAHO Coordinator and his EDP Systems expert, with short-
term assistance by experts in accountancy, stores administration, operation
and maintenance, personnel administration, transport, metering and telemetry,
billing, and planning.

27. SAEC's staff still numbers some 7,000 of which about one-quarter
are candidly stated to be "passengers" who merely draw their salaries. As
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civil servants, they cannot be removed except for misconduct. Civil
service regulations also limit SAEC's freedom to pay competitive salaries,
and a number of devices, such as "productivity bonuses", are adopted to
pay key men a nore attractive rate.

28. Because of these and other considerations, there are indications
that SAEC will be transformed into an' "empresa" (autonomous enterprise)
within possiblF the next few months. This would permit competitive salary
scales, remove some of the irritating administrative controls now existing
(including the need to operate the Government accounting system), and
permit all public servants to be mturned to their parent Ministry; those
whom SAEC wanted to keep would then be reengaged on a seconded basis.
Loan conditions require SAEC to be granted this kind of autonomy.

29. A personnel administration working-party is codifying all labor
regulations and examining staff assignments with a view to a future
"statute of personnel", but a proper system of job description and
personnel classification is impracticable while most of SAEC' s employees
are still civil servants. 1,400 workers subject to the general "Lei
Trabalhista" (employment law) are however being classified in this
manner. Payroll charges have all been allocated to cost centers for
the new cost-accounting system.

30. A program of 24 training courses for 1972 is in operation,
established by a PAHD consultant with the aid of university personnel and
the State Sani'cary Training Board (CETESB). A U.S. professor has also
developed a scheme of senior management training. Both consultants will
return to eva1 late progress. Some training fellowships are also available
under the PAHO contract.

31. In other sectors, a PAHO consultant has established new systens
and methods in the Operations Dept. of SAEC; and an Internal Auditor has
been recently recruited.

Accounting System

32. SAEC introduced commercial accounting on Jan.l, 1971, to run
initially in parallel with the existing system - or more correctly, the
existing four subsystems, which are geared to the State budgetary
structure and serve little purpose as a management tool. For example,
although pre-l 71 consumer arrears are rigidly monitored individually,
there is no ovErall total for control purposes, because several different
departments have responsibility, and because the Government system records
only cash receipts. To this day, SAEC cannot produce a balanced global
total of arrears, all on a uniform basis. Voluminous lists and tabulations
are forthcoming for the old debts, but there are gaps and overlaps. Some
statements include Consumer Tax, some not; some include fines and monetary
correction; sore include public authorities, some not (since these are
subject to different collection procedures, including set-off of counter-
claims); and the tabulations rarely all reflect the same point in time.
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Total consumer arrears under the new tariff (from 1971 on) are however

competently registered in the new accounting system and when all inconsis-
tencies and queries have been eliminated from the old arrears, these too
will be incorporated into the new-style BaLance Sheets.

33. The new system still relies largely on accounting vouchers

prepared under the old system, and initially it had difficulty in
absorbing and correcting some of the peculiarities of that system - e.g.,
the charging as "expenditure" of forward commitments several months ahead,
which inflates "Accounts payable" by the cost of goods and services not
yet received. To this extent, the first commercial-system (for 1971) con-
tains some distortion. However, the new system is now producing workmanlike
monthly accounts, cost statements and balance sheets, using newly-acquired
keyboard accounting machines. Shortly, it is proposed to transfer all
accounting work, including stores accounts, to the computer.

34. The system was devised and installed by a full-time PAHO
consultant, whom it was hoped to retain under the Bank-financed extension
of the PAHO contract, but SAEC objected to the cost and preferred instead
to recruit a local expert at their own expense. Such an expert has
however not been found, at a price SAEC can pay, and this has slowed
somewhat the development of the new system. Nevertheless, SAEC's
own staff are showing increasing skill and. ingenuity, and this lack may
not be too critical. A short-term PAHO consultant is making brief
visits.

35. The PAHO mission prepared a feasibility study and proposals
for new electronic data-processing equipment (included in the Bank loan)
to replace the existing UNIVAC computer, which is obsolete and nearing
saturation p-int. However, this purchase has to be approved by the
State data processire agency, whose appraisers havo not yet reported.
At the earliest, the new computer could not ue operational before
1974. Meanwhile, UNIVAC is being requested to provide increased
maintenance on thed he uem. oe skilled programming and work
study have improved the use made of sthe latter; four new systems
analysts have been trained. In 1973, it is proposed to transfer
financial, cost and stores accounts to the computer (if necessary
using rented equipment temporarily); the long-term aim is to establish
a complete Management Information System.

36. The conversion to two-monthly billing, with complete
regrouping of nearly 700,000 consumer accounts in 40 new cycles,
was accomplished smoothly in 1971. At th( end of 1972, it is intended
to re-code all premises on the basis of a complete cadastral survey of

1969 (which produced over 1 million detailed property records). A
PAHD consultant will then assist in re-routing meter-reading rounds;
meter-reading manuals have been drawn up, and a new system of meter-
condition reporting devised, for electron.c processing. For the first
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time, bills sent out now include arrears (for the moment, only arrears
under the new tariff); cut-off notices are issued for non-payment
within 15 days of a bill containing arrears. Collections from customers
were: -

(Cr$ mi ion)

Billings Collections % of Billings
Collected

1970 143 119 83

1971 175 207 318

1972 (to June 30) 124 131 106

As indicated above, however, (para 32), it is still difficult to
establish reliable consumer statistics for this authority.

Fixed Assets

37. SAEC's books still record fixed assets at historical cost which

because of seveie inflation may represent le3s than 0.1% of the correspon-
ding value today. For appraisal, these cos-s were multiplied by

officially-established coefficients to produce current values (net
asset value of Cr$525 million at Dec.31, 19'9). In the loan agreement,
however, SAEC accepted a value of Cr$575 minlion to allow for omissions
and accounting time-lags.

38. As part of a tariff study in May 1;72, SAEC' s consultants updated
the origir;l figure o.C Cr$525 millirn to reflect additions, further
depreciation, and price-level changes, and produced a figure of Cr$902
million, less Cr$399 million of assets transferred to other authorities,
or Cr$503 million net fixed assets at Dec.31, 1971.

39. A working party has, however, just completed an inventory and
detailed valuation of SAEC' s assets, arriving at a net value of Cr$903
million at Dec.31, 1971 - nearly double the value calculated by consultants.
SAEC is investigating why this should be so - the discrepancy may be due

to soaring land values, erroneous inclusion of assets transferred to
other bodies or of non-operational properti3s and works in progress,
inadequate depreciation provision, or otherwise. A significant increase
in the final figure, compared with previous estimates, may re-
quire a revision of the rate of return required by the loan agreement.

Audit

40. The report of SAEC's external auditors (Arthur Andersen & Co)
for 1971 is not yet available. That for 1970 mainly comprised a detailed
review of the balances produced by the Government accounting system,
many of which could not be reconciled with external evidence. The
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auditors also criticised defective classification as between "works
in progress" and "fixed assets in operation" and SAEC's failure to
record its acquisition of shares in SANIES? in return for assets trans-
ferred. SAEC is taking steps to clear up discrepancies, and the new
accounting system should eliminate some o2 the practices criticised.

Relations with COMASP and SANESP

41. The pu5 chase of bulk water from COMASP continues to be at a
unit price per m , as follows:-

From Feb.l, 1970 Cr$0.1310/m3

From July 1, 1971 Cr$0.16478/m3

From July 1, 1972 Cr$0.19770/m 3

42. COMASP had during 1971 proposed a two-part bulk tariff, with
a substantial fixed-charge element for each participating city. Since
at that time SAEC' s retail tariff was wholly on m3 consumed, the Bank
criticized this proposal as inflating the average unit-price to the
ultimate consumer in the early years when there was excess capacity,
and reducing it (with an incentive to consume more) when the sources
were fully exploited; and the proposal was abandoned.

43. Supply to SAEC h s grown from about 30 million m3 a month in
1970 to about 36 million m today. The volumes of bulk sale indicate
unaccounted-for water, at SAEC's level, if about 30%, though SAEC has
at various times disputed the volume billed by COMASP, complaining of
overcharges of as much as 15%.

ljh. Because of alleged lack of relevant budgetary appropriations,
SAEC paid COMASP nothing until October 1970 (and in fact the first 5
months' bills of 1970 are still unpaid tocay). Subsequently payment
was made regularly, but over Cr$ 65 million is still outstanding to
date. (SAEC has counterclaims for water, personnel and other items,
modest in comparison).

45. SANESP at present depends on SAEC for substantially the whole
of its revenue. At the Bank's suggestion. the initial arrangement was
for SAEC to pay annually 15% of the value of SANESP' s net assets in
operation and 10% of its work in progress. This rough-and-ready
formula gave SANESP some incentive to pre, s on with works, while
guaranteeing a revenue which was not dependent on, say, SAEC' s consumer
billings. Under this, some Cr$15 million would be due for 1971 and about
Cr$28 million for 1972. However, as SAEC revises its tariffs in mid-
year, it obtained SANESP' s agreement to stagger this timetable by half
a year, as follows:-
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Year 1971 1972 1973

Halfyear I II I II
---------Cr$ m.lion-------

Original 7.5 -7.5 14.0 14.0 ? ?

New 7.5 7.5 7.5 14.0 1h.o ?

of which SAEC paid or - 5.o 6.0 15.5 24.o ?

is paying

46. The arrears of 1971 (which SANESP had brought into account
as 1971 revenue, but which SAEC has not treated as 1971 expenditure) will
be cleared by July 1973 by the terms of the supplementary agreement
referred to above. The percentage-of-assets basis expires at the end of
1972 and a fresh basis will need to be explored.

Tariffs and Finances

47. Until 30th June 1971, SAEC operated a tariff based on measured
consumption; rates were linked to, and varied with, the official minimum
salary in fo:,ce from time to time in Sao Paulo. Sewered premises paid
an additional. charge of 1-1/2 times the water bill. In implementing
the 50% incroase called for by the Loan Agreement, as from July 1971,
SAEC revised its tariff structure completely. It now charges a
five-part tariff comprising (a) a fixed administration charge per bill;
(b) fixed 'demand" charges based on water-meter size, one,for water
and one for sewage collection; (c) variable charges pc; m-' of water
consumed, one for water and one for sewdge. The change improved
SAEC- s rcvenuec by about .. C nultants responsible for this study,
prepared another a year later, as a result of which a further increase
of about 24% took place on July 1, 1972.

48. The new tariff structure, unlike the old, is not related to
wage levels and therefore does not compensate automatically for inflation;
but the recent increase more than covered the rise in price levels between
1971 and 1972. However, both studies were defective in certain respects:-

(a) The fixed-asset base used for depreciation and rate of
return is below that prescribed in the Loan Agreement
(and substantially lower than the latest inventory -
see para 39), besides being valued at prices of the
preceding year.

(b) No allowance is made for additions to fixed assets during
the year.
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(c) The tariff adjustment dates only from midyear, and not
from Jan.1 (as required by the Loan Agreement) so that
the adjustment continually lags behind requirements.

49. These objections have been notified to SAEC, both by letter and
verbally by the mission. SAEC is howeier extremely reluctant to implement
a tariff increase more frequently than annually, and the first such was
made in mid-year at the Bank's request.

50. Since definitive asset values have not yet been established
(see para 39), neither depreciation nor rate of return can be calculated;
at present, SAEC appears to be debarred from charging depreciation in its
accounts, except notionally. Even on the earlier lower asset valuations,
however, SAEC' s rate of return may have difficulty reaching the prescribed
level of 5.5% for 1972. A letter should be sent drawing attention to the
requirements of the Loan Agreement, including the timing of tariff reviews.

51. Government contributions of some Cr$h7 million to SAEC are
budgeted for this year, but as SAEC' s capital expenditure has so far
been small, only Cr$3 million have been paid to date, plus Cr$11.5
million residue of the 1971 appropriation.

52. In the past SAEC' s financial problems have stemmed from three
causes - defective information systems, inzdequate tariffs and the
constraints and red tape of the civil service. In all three respects,
SAEC is emerging gradually, but the picture is not yet completely clear.

53. Annexes 5 and 6 set out SAEC's Income Statements for 1970,
1971 and the first half of 1972, and Balance Sheets a.- at the end of
1970 and 1971, reconstructed from available data. The value of assets
transferred to SANESP, or more correctly the shares receivable in
exchange, do not yet figure in SAC' s balance sheet, partly because the
final transfer has not yet been formally authenticated by SANESP' s
shareholders and partly because of difficulty in identifying some of
the assets in SAEC's records. The total transfer value is Cr$134.7
million.

AThys: EWilliams: oa: ct

IBRD

cc: Messrs. Sheehan
Costa
Domenge
Skillings (Area 4)
Dutt
Rovani (4)
Helne (Controllers)
Clyde (Legal)
Ringskog



ANNEX 1

SAEC

Cash Flow Projections 1972-5
(Us$ million)!/

1972 1973 1974 1975 Total

Sources

IBRD 0.9 5.5 4.1 11.5 22.0

FESB/BNH (equally) 19.9 1..6 8.9 44

Total Borrowing 0.9 25.4 15.7 20.4 62.4

Govt. Contribution 4.0 16.0 18.2 24.7 62.9

Internal Cash Ge-
neration (less Delt4.O 3.7 3.6 5.0 13.3
Service)

8.9 45.1 37.5 50.1 1.6

U Requirements

Capital Works-
Water 4.1 15.8 11.6 28.0 59.5

Capital Works -
Sewers 0.8 26.5 23.7 18.3 69.3

Other Investments 2.0 3.7 4.1 4.7 14.5

Increase (Decrease)
in Cash 2.0 (0.9) (1.9) (0.9) (1-7)

8.9 C5.1 37.5 50.1 1r7.6

1/ Converted from Cruzeiros at US$1 = Cr$5.87



ANNEX 2

SANESP

Cash Flow Projections 1972-5

(US$ million)

1972 1973 1974 1975 Total

Sources

IBRD 0.2 1.6 6.2 7.0 15.0

BNH/FESB(equally) 7.2 6.9 8.3 4.0 26.4

Total Borrowing 7.4 8.5 14.5 11.0 bl.h

Govt.Contribution 4.0 7.9 14.7 20.9 47.5

Internal Cash Ge- 2.5 3.2 4.2 5.8 15.7
neration (less
Debt Service)

13.9 19.6 33.4 37.7 104.6

Requirements

Capital Works 11.5 18.5 32.1 35.0 97.1

Other Investment 1.1 1.1 1.3 1.6 5.1

12.6 19.6 33.4 36.6 102.2

Net Working 1.4 (1.7) - - (0.3)
Capital
- Additions (re-
ductions)

Increase (Dec-
rease) in cash (0.1) 1.7 - 1.1 2.7

13.9 19.b 33.4 37.7 104.6

1/ Converted from Cruzeiros at rate ruling at time of projection
(mid-1972) (Us$1 = Cr$5.8)

2/ Includes US$84 million for the IBRD project



ANNEX 3

SANESP

Income Statements
(Cr$ million)

, 1/ Jan-June
Fiscal Year to Dec.31 .................1970y 1971 1972

REVENUES

SAEC Contract 15.0 6.0
Other revenues - 1.3 0.1

16.3 6.1

EXPENSES

Personnel - 4.7 2.9
Materials - 0.2 0.1
Other expenses - 2.7 1.4
Rents - 0.5 0.3
Depreciation - 3.6 2.1

11.7 9.7

Less Trans. to Capital -5.1 h.0

6.6 2.8

Net Operating Income 9.7 3.3

Interest &c - 0.9

Net Income - 9.7 2.4

lf/ All expenses were capitalized in 1970.

2/ See main report Text.

3/ Total receivable for 1972 - Cr$ 21.h million
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ANNEX 5

SAEC

Income Statements
(Cr$ million)

1/ i/ Jan-June
Fiscal Year to Dec.31.....1970 1971 1972
Water Sales (m3million) T2 ~255 -1-5~est)

REVENUES

Water Charges 70.4 103.7 84.4
Sewer Charges 72.7 71.3 39.8
New Connections and Misc. 18.L 7.3 3.7
Previous Years' Revenues - 52.0 9.8

161.5 234.3 137.7

EXPENSES

Personnel 65.1 78.4 49.0
Materials 7.9 7.3 3.5
Services 21.4 20.1 9.5
Power & Misc. 13.0 6.5 9.1
Bulk Water - COCASP 42.0 63.7 36.0
Bulk Sewage - SANESP - 5.62/ 6.0
Previous Years' Expenses - 42.0 Incl.above
Less Trans. to Capital - (-1.1) (3.8)

19.4. 221.9 109.3

Net Operating Surplus 22.1 12.4 28.4

Interest 1.1 1.7 0.6
Net Surplus 21.0 10.7 27.8

NOTE 1/ These two tables are not strictly comparable because:-

(a) 1970 figures were prepared in Bank on basis of SAEC's published
accounts (under the goverrment accounting system which is defective);
1971 figures are provided by the new commercial accounting system.

(b) Sales and revenues for 1970 are based on billings for complete yearly
cycle and are inflated by a retrieval of meter-reading backlog early
in 1970; figures for 1971 are only for bills sent out during the year.

(c) 1971 represents half a year with the new tariff structure.

2_/ See main report text.



ANNEX 6

SAEC

Balance Sheets
(Cr$ million)

As at Dec.31.............197CY' 19711

ASSETS

Fixed Assets__/ 317.5 369.7
Investments 47.3 287.8
Stocks 31.4 40.8
Current Accounts Receivable :-

Consumers - to 1970(est) 77.7 Not available
- 1971 - 43.9

Govt. Contribution - 11.5
Miscellaneous 16.7 30.8

Cash and Bank 18.0 22.7

508.6 807.2

EQUITY & LIABILITIFS

Equity 421.8 696.3

Long Term Liabilities:-
Loan Debt (incl.Current

Maturities) 15.3 17.9

Current Liabilities: -
COMASP 29.3 h6 .2
SANESP . 10.0

Other 42.2 36.8

508.6 807.2

NOTE l/ These balance sheets do not purport to be complete. Apart from

meaningless fixed asset values (see Note 2), the 1970 figures were

worked up in the Bank using SAEC s published statements and a number

of assumptions; the principle drawbacks were that SAEC's statements

excluded current accounts receivable, but included estimated forward

expenditure commitments several months ahead. On the other hand,
liabilities for which no budgetary appropriation existed were ignored

(e.g debt to CUMASP). The 1971 balance sheet excludes all pre-1971
consumer arrears and may also suffer from other omissions, due to "tee 2ing

troubles" of the new commercial accounting system.

2/ Historical costs, but not yet fully reflecting properties transferred
to other entities.



ANNEX 7

Places Visited and Persons Met

Places Visited:

SAEC offices, Rua Riachuelo -15, Sao Paulo
Secretariat of Public Works and Services - Rua Riachuelo 15,
Sao Paulo.
SANESP offices, Av. Angalica, 2223, Sao Paulo

BNH offices, Av. Wilson, Rio de Janeiro

Principal Officials Met

SAEC: Eng. Joao Moreira Garcez Filho, Superintendent, SAEC
Eng. Josa Vulf Kochen, Deputy "

Eng. Luiz Augusto de Lima Pontes, Director for Coordination
of Special Projects

Econ. Modesto Stama, Commercial Director
Eng. Willian Cecilio, Director of works

Eng. Walter Jacomo Toniolo, Director of Planning and Control

Eng. Carlos Roberto Minervino Ramos, Project Engineer

Econ. Newton Colombo Martini, Chief of Commercial Accounting
Eon. Messias Palhares, Chief Accountant

Secretariat of Public Works and Services, Sao Paulo State
Government:

Professor, Jos6 Meiches, State Secretary
Dr. Jacobo Leiner, Coordinator

SANESP: Eng. Braz Juliano, Director-President
Eng. Oscar Felomeno Lotito, Director of Works

Eccn. Henrique Hirschfeld, Economic-Financial Superintendent

Enf;. Armando Fonzari Pera, Special Consultant
Professor Martin (Univ. of Sao Paulo), Adviser
Cort. Mario Mitimiro Suguimoto, Chief Accountant

Econ. Josh Carlos Noguera Braghetta



ANNEX 8

Excelentissimo Senhor Doutor Josa Meiches

Secretario dos Servigos e Obras Pnblicas

Gabinete do SecretArio
Rua Riachuelo, 115
Sao Paulo
BRAZIL

BRAZIL - Loan5757/758-BR
Sao Paulo Water Supply and
Pollution Control Project

Dear Dr. Meiches;

We appreciate the courtesies and cooperation which 
you and the

officials of SAEC and SANESP extended to our mission which recently 
visited

Sao Paulo.

As suggested during the discussions which you held with the

mission, we ohould be grateful to receive, as soon as they are decided,

details of the budgeted State contributions to the program of works 
of

SAEC and SANESP for the next three years (1973-1975). It would be convenient

if we might concurrently also receive a revised financ:*ng plan ("Fontes e

Aplitaoes de Recursos") for each of those authorities.

Yours very truly,

cc: Mr. Kalbarmatten
Mr. Costa
Mr. Thys
Mr. Dutt
Mr. Williams
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SECRETARIA DOS SERVIQOS E OBRAS PUBLICAS

GABINETE DO SECRETARIO

Sao Paulo, 10 de outubro de 1972.

Sir. Charles Morse:

Conforme lhe prometf na carta de 28 de se

tembro p.passado, estou anexando o Suplemento do Diario Of i

cial de 07 de outubro, o qual contem a Mensagem do Senhor Go

vernador encaminhando o projeto de Lei relativo ao Orgamento

Plurianual de Investimentos para o trianio 1973/1975.

Vossa Senhoria encontrara' neste Suplemen

to uma explicaqao suma'ria sobre os investimentos programados

para Saneamento Basico, inclusive para a SAEC e SANESP. As

refer~ncias especificas estao assinaladas nas paginas: 1; 6;

18; 24; 26; 30; 31; 32; 40 e 41.

Encaminharei a Vossa Senhoria qualquer no

vo documento que complete as informaq~es af contidas, em par

ticular se se referirem a SAEC ou a SANESP.

Aproveito o ensejo para renovar meus pro

testos de elevada consideraqao e aprego.

JAC BLEINER p
Ao Senhor CHARLES MORSE

DD. Chief, Water Supply Division II

Public Utilities Projects Department

International Bank for Reconstruction and Developement

1818 H Street, N.W.

Washington, D.C. 20433 - U.S.A.

JL/gm

4.1.2'Q I-i, 100 8. 100, WP-71

-so"01



GOVERNO DO ESTADO DE SAO PAULOSECRETARIA DOS SERVIQOS E OBRAS PQBLICAS

SUPERINTENOENCIA DE AGUA E ESGOTOS DA CAPTIAL

CPR NO 95/72 Sao Paulo, 9 do outubro de 1972

Ilmo. sr. - -er
Charles Morse
International Bank for
Reconstruction and Development
1818 H Street, N. W.
Washington, DC 20 433
U. S.A.

Prezado Senhor:

Tendo em vista os rosultados obtidos
na Concoz~rrncia Interncgiona nQ 016/71, onde sairam voncedoras firmase nacionais, solicitou esta Autarquia, de acordo com a legislagio
vigente no Brasil (Artigo 12 do Decreto-Lei n2 1.165 de 1. 4 .7l)isen
9&o do Imposto de Produtos Industrializados, que s'o arrecadados pslo Governo Zederal, sobre on bens a serem adquiridos.

0 Ministferio da Fazenda do Brasil, a
quem compete essa autoriza 9 "o, deferiu o pedido de iseneo, porIf
somente na parte correspondente a entrada do divisas, ou seja sobre
a parte quo serk financiada polo Banco.

Aeontece porem quo o valor doese im-
posto 6 significativ4 e nso incide sobre as obras do construgio ci-
vil.

Isso posto consultamos V. S. sobre apossibilidade do o Banco financiar integralmento ou seja 100% Ositens tubulagoes pegas espociais, hidroMtros o equipamento doprocessamento do dados mesmo quo localmente produzidos.

RUA RIACHUELO, 15 - CEP 01007 - SAO PAULO - BRASIL



GOVERNO DO ESTADO DE SAO PAULOSECRETARIA DOS SERVICOS E OBRAS PQBLICAS

SUPERINTENOENCIA OE AGUA E ESGOTOS OA cAm L

9.10.72 -2-

Justifica-se a presente solicitaglo
cox a diminuigio do custo do projeto, uma Yez quo poderia a SAE
usufruir do beneflcio do isenqlo do Imposto do Produtos Industria-
lizados sobre os bens produzidos no pais constantes da categoria
I e II do capltulo 12 do emprestimo 757/BR.

Ficamos na *xpectativa do sua deci-sao a respeito do assunto em pauta e aproveitamos oste ensejo paraenviar a V. 8. nossas cordiaij,

Saudagoes

Eng2 Luiz Augusto do Lima Pontes
Diretor da C.P.R.

dke CO Pfl i Ha

RUA RIACHUELO. 115 - CEP 01007 - SAO PAIJLO - aRASIL
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04tober 2, 1972

Eng.-2 Luiz Augusto do Liaa Pontes
Diretor da .P.S.
Superintendencia d Agua

a Egotos da Capital
RPua Riachnmlo 115 - 110 Adar,
01007 Sao Paulo, Brasil

Re BRAZIL - Loan 757-B
Sao Paulo Water Supply Project
Bi. No. 016/71

Dea hmg..* Lima Pmtest

This w3il acknowledge your letter 86/72 of September 14 and
copies of Contracts No.. 298/72, 299/72 and 300/72 with "Oampanbia Ferro
Brasiliro," "Bopp & Reuther do Brasil" and "Companbia Metalurgica Barbara,
to provide pipes, fittings and valves for expansion of the Sao Paulo water
distribution systm.

We have found those contracts conforming to the bidding documents
and the bid evaluati n consequently we have sent thm to our Oontroller's
epartment to support your disbursemat applications.

Yours trauly,

(for) Richard H. Sheoha
Chief, Public Utilities Divisian

Projects Department
Latin America and Caribbean

FRodriguez saf
IBRD

cc: Messrs. Dutt (Latin America and Caribbean)
Helne (Controller's) (with att.)
Sheehan

Control No. BRA-2-46



September 28, 1972
Dr. Joao Moreira Garoes Filho
Superintendents, SABO
Rua Riachuilo 151- andar
0007 Sao Paulo, 8.?.
BRAZIL

BRAZIL Loan 757-BR
Sao Paulo Water Supply PrJ eat

Dear Dr. Garess Filhos

1. We express our .hanks for the courtesy and cooperation afforded
to Our recent mission by you and your officials. The mission obtained a
favorable impression of the advances which SAEC has made and we are confident
that this progress will be maintained- We feel, however, that the real
"breakthrough" for SAEG will depend on the modification of its organic
structure and corporate status. We will appreciate being kept cloly
inforued of developments in this direction.

2. It is unfortunate that certain difficulties have oaabined to
retard the execution of SAECes Bank-financed program of works. In this
context, we feel that the "Sistma do Contr0le e Planejamento das Obras"
devised by SAEC and SERETE is an essential instrument for effective
management of the program and we should be glad to learn when this will
be implemented.

3. V&Ue the Bank is conscious of the ammendable Improvements
effected in &ARC's revenues by the two tariff reviews carried out in
1971 and 1972, we feel it necessary to draw attention to certain aspects
of this question. Schedule 5 of the Loan Agreement contains specifications
for tariff review, and paragraphs 2 to 5 of that Schedule provide for a
revision at th* beg&Ening of aeh year and a corrective review at the end
of each yearl SA= appears however to be setting a pattern of mid-year reviews
and moreover the rates and payments attributable to SANESP and COMASP also
change (by agreement with SAEC) in midyear, at July 1st.

4. This timetable has no doubt evolved beeanse of (a) the initial
tariff increase being required in July 1971 by the Bank (b) the practice
of revising the Minimum Salary in My eae year. Apart fro. its not complying
with the strict requirements of the Loan Agreement, there are two further
drawbacks,-

(i) At the end of the "tariff period" (in this case June 30, 1973)
it will be difficult to check whether the rate of return has
been achieved, because SAEC' s accounting year runs frOm
Jan 1 to Dec. 31.
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(ii) There appear to be thuanal errors in the Tariff Revimef
for xa=pla "Deqpsess do Capital" &r based an "Ativo
Isobiliado" of 1971, vitht aax adjustmeat for now
assets in aervice up to June 1973, nor for the xmstar7
eorrection wbich wald take effist in Jamary 19731 and
half of the *w tod pamt. to . S are sulAted
on an obsolte rate of C04.16478/w1 (which eaed to havo
effct on Jmw 30, 1972 and thes in not v"11 for the
period of the new tariff).

The LoaS Agreomaut requires SAHo to arn a rate of return of 7$
during the year eamwasing Jan. 1, 1973, and we eamt am how this 4U
be eaSily aehieovd if tariff awe not revised before next Ju3. We *Avld
be gateful if ya wauld give this wtter your attention and let us have
your sugstls or prop.mlsa.

6. For the tbis being, we e .x1lv. fram our coements an SEO'Is
tariff another problea *S.h jill affect the rate of retura, aesmy the

-unms increase in fixed assets as reently revalued (to am Cr900
aillisn), pending SAEC's review of the werk of the Valuation Po5ssion.
We are xrprised at this high total (w4ic may derive from high land
priaes)and we wonder whether it might not be beter to retain the
methods and iaudiae used traditonally for revaluing publi. utility
assets in Brazil for most of UE I "Aive", vang other methods only
where historical data is lacking. Hre again, we atll be glad to receive
details of the wluation - gross value as vll as xnt value after deprecia-
tion - *hon SAZC olete its review.

Cidef TAter Divsiotn 3:1
Phie RtilSties Projets Dopartaeat

EWilIiams:
IBRD

cc: Mr. Dutt (South America)
Mr. Thys
Mr. Kalbermatten
Mr. Costa



SECRETARIA DOS SERVICOS E OBRAS PUBLICAS
GABINETE DO SECRETARIO

Sio Paulo, 28 de setembro de 1972.

Mr. Charles Morse:

Conforme ficou combinado corn o eng9 Alain Thys

em 06 de setembro p. passado, estou encaminhando em anexo co'

pia dos seguintes documentos:

- Contrato de financiamento FESB-SANESP;

- Contrato de emprestimo BANESPA-SANESP;

- Contrato de financiamento FESB-SAEC;

- Oficio S-00609 de 08 de setembro p.passado acompanhado

da tabela de alocagao de recursos do Tesouro Estadual

para o trianio 1973/1975;

- Decretos n9 267 e 269 de 27 de setembro de 1972.

Os contratos acima referidos estio devidamente

assinados pelas partes contratantes.

O oficio do Senhor Secretario dos Servios e

Obras Publicas repoem aqueles totais para investimentos pre

vistos para a SANESP em abril de 72, conforme minuta que foi

entregue no eng9 Thys pelo professor Carlos Antonio Rocca, Se

cretario da Fazenda.

Ao Senhor CHARLES MORSE

DD. Chief, Water Supply Division TI

Public Utilities Projects Department

International Bank for Reconstruction and Developement

1818 H Street, N. W.

Washington, D.C. 20433 - U.S.A.

312.3 -, 100 B, T, 1 1l1i71 1 O.E
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SECRETARIA DOS SERVICOS E OBRAS POBLICAS

GABINETE DO SECRETARIO

o consequente documento da Secretaria de Econo

mia e Planejamento ainda n~o foi emitido, mas pelas informa

o0es que tenho, posso afirmar que a alocaqgo dos recursos pre

vistos no come-o do ano sere feita integralmente. Assim que

tiver tal documento, enviarei copia ; Vossa Senhoria.

Os decretos referidos abrem Credito Suplemen

tar para o FESB, permitindo que este atenda em 197", !Os de

sembelscs previstos nos contratcs -me P SANESP e a SAEC assi_

naram com o conv~nio FESB-BNH-BANESPA.

Sem mais, aproveito a oportunidade para reno

var meus protestos de elevada consideraqso.

JACOB LEINER

JL/gn

312 0- 100 8, 100, 111-71 1.0. E.
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GOVEPN( D "O STADO DE S7-O PAULO
SECPETA A L) S EV /C O F A JBLICAS

SAEC
SUPERINTENoNCIA DE AGUA E ESGOTOS DA CAPITAL

1 ~ ~/7~a o, 14 de e~ 1972
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GOVERNO EDD ESO DE SAO PAULO
SECRETARIA DOS SEFVICOS OBRAS FPUELCAS

SAEC

SUPERINTENDENCIA DE AGUA E ESGOTOS DA CAPITAL
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GOVERNO DO ESTADO DE SAO PAULO
SECRETAEIA DOS SERVICCOS E OBAS PUBLICAS

EGAEC

SUPERINTENDENCIA DE AGUA E ESGOTOS DA CAPITAL
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Eng. Luis Augusto do Lina Ponts Sptmbwr 14, 1972
Diretor de C.P.x.
Suporintnnca do Agm a F aagoU da Opital
Rua R1iacaelo, 115--1 andlar
CEP 1007, Sao Paulo
BRAIL

BRAZIL - Loan -BR
Sao Pal Wter Su2plz Project

Dear Dr. LiUa Pontes: V')O( j 91
Thank you for yOUr letter PE, 79/72 onelosing a *y of the

contazt for managennt assistance between SaEl and Pan American Elalth
OrganiSation. The Bank forxa~y approves this contract.

As regaxds the portion to be finaned frm the loan, we suggest
that the Bunk dinburse these payments direct to PAMD here in Washington.
For this, we vousu need, as each paymint fell d-A, the following douman.-
tation -

(a) An application for ppment to be made, Procedure No.n1,
Prm 2 (as eilained to your officials, by Mlss. Perch
and Helne of our Controller's Dept. Ambn they visited Sao
Paulo last October); together with:-

(b) a bill or account to SAEC froa PAH" signed by the Controller
of that orgaaisation requesting payment of the instament, and
certified correct by the designated official of SM.

Sincerely yours,

Chief Ver SUpP3Y Division II
Public Utiliti.. Projects Deparient

ct Dr. Mario Ispinosa
PAHO
525 23rd Str. N.W.
WkAxhigtMn, D.C.

Cleared with and cc: Mr. HeIne (Controllert s)
cc: Mr. Ditt (South America)

Mr. Tbys
Mr. Kalbermatten
Mr. Costa

Control No. BRA-2-38

EWilliams: oa A 3



INTERNATIONAL DEVELOPMENT I INTERNATIONAL. BANK FOR INTERNATIONAL FINANCEASSOCIATION I RECONSTRUCTION AND. DEVELOPMENT CORPORATION

OFFICE MEMORANDU
TO: Messrs. Alain F.Thys and Eric Williams DATE: August 15, 1972

C-1
FROM: Charles<rse

SUBJECT: BRAZIL - Loan 757-BR-Sao Paulo Water Supply Project
Loan 758-ER-Sao Paulo Pollution Control Project
Supervisicn Mission
Terms-of-Ref erence

1. Mr. Thys should proceed from Asuncion to Sao Paulo Gn August
28 where he will be joined by M'r. Williams.

2. Loan 757-BR

With SAEC, you should:

(a) ascertain latest information on the status of bidding
documents and discuss other procurement-related matters;

(b) obtain and discuss the revised schedule of works and of
disbursements;

(c) obtain additional infforation to analyse SAEC's 1971
accounts and interpret first accounts produced by the
new commercial accounting system;

(d) obtain the auditor's report for 1971;

(e) ascertain latest information on:

(i) recovery of arrears

(ii) computer replacement

(iii) technical assistance for accounting system

(iv) revaluation of assets

(v) accounting treatment of assets transferred to other
authorities

(vi) settlement of accounts of COINASP and SAAESP

(vii) revision of consuner records

(viii) future institutional form of SAEC

(d) Review new tariff and ascertain cash flow and Rate of Return.



AThys & Eilliams - 2 - August 14, 1972

3. Loan 758-ER

With SANESP you should;

(a) review the preparation of the detailed engineering aspects
of the project, and assess whether any obstacles still
prevent these studies from starting;

(b) if the state governmrent, because of its reservation on the
global aspects of Hazen and Sawyer Plan IV, still hesitates
to implement the first stage of this plan (the Project),
then you should request that independent consultants develop
the design and costs of the scheme proposed by Secretary of
Pl'an (NIS Scheme) and that they produce a breakdown by stages
in order to evaluate this scheme and compare it with Plan IV;

(c) assess the intention of SANESP regarding emergency treatment
.by river aeration;

(d) review and discuss procurement matters.

4. On your return to Washington you should prepare back-to-office
and full reports.

AThys:oa

cc and cleared with Mr. Dutt (South America) (4)

cc: Messrs. Chadenet
Baum
Ripman
Lee
van der Tak
Weiner
Arrstrong
Howell
Warford
Jennings
Saeed
Bciuani
Helne (Controller's)
Clyde (Legal)

Central Files
Division Piles



Ing. Mario Espn.sa, Obef
Institutonal Dwmelopmnt Progrom
Pan-American Hoalb Organisatin
$25 23rd Street, N. W.

%abhngton, D. C. 20037

R*I SUMZI -- Sao Paulo Water Aupl P1) es

Dear Mario s

niank you ror ae* iAg uS a wOP of Jaime Mantila't Report

for the first quatew of 1972.

Charlos Morse
CiefS Water upply Division II
Pubwic utiltiw PmrOjets Doertmnt

EUilliams rpar
IBRD / I

Control No. BRA-2-23
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AuguSt 34 1972

ng. Luis Ages" de Lisa Ponte
Di.xetor da 0.0.E..
S.A.E.. o
Rua Riambael. 11$-U a-dar
SLo Paulo
B1AZE

BRAZ 1 -

Dear Ing. Lima Pontest

Thank yi for Your letter CPE 71/72 of Auguit 2, amlosing a
OVY of the Adtors' Report for 1970, vWich w are s#.ing.

V417 truly yarg,

Obarla. )ore
ah..f, wotor supiry Divisa. II

PublIa Utiti"s Project* Dopar ient

EWillia :oa
IBRD

Control No. BRA-29-72
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SECRETARIA DOS SERVICOS E OBRAS POBLICAS
GABINETE DO SECRETARIO

Sao Paulo, 09 de agostp de 1972

Mr. CHARLES MORSE:
------------------------------------------

Em atenqao a sua carta diunho p. as

do, envio-lhe em anexo os seguintes documentos:

- Contrato de financiamento de 3.350.000 UPC entre a

SAEC e o Convenio FESB-BNH-BANESPA;

- Contrato de financiamento de 2.500.000 UPC entre a

SANESP e o Conv~nio FESB-BNH-BANESPA;

- Recorte do Diario Oficial com o Decreto n9 109 de 28/

07/72, que disp6e sobre a alteraqao do Orqamento vigen

te da SAEC, suplementando em Cr$11.376 .000,00 as dota

q0es do or-amento vigente, em decorrencia do aumento -

de 20% para 37% o desembolso do BIRD.

Fazem parte dos contratos assinados os crono -

gramas fisico-financeiros das obras de esgoto a cargo da SAEC

e da SANESP.

0 cronograma de obras de distribuiqao de agua

da SAEC para o periodo 1972-1975 esta sendo reexaminado, e as

sim que for concluido enviarei copia ao Banco.

0ueanto as quantias anotadas na sua carta ( 1-0

milh6es de cruzeiros para a SAEC e 23 para a SANESP), corres

pondem somente a dotaqao orqamentaria, ou seja, contribuiqao

da Fazenda Estadual.

Atenciosamente

JACOB LEIN

Ao Senhor CHARLES MORSE

DD. Chief, Water Supply Division II Public Utilities

Projects Department

International Bank for Reconstruction and Developemente

1818 H Street, N.W.

Washington, D.C. 20433 - U.S.A.

JL/gm
3.1.2.0-1 , 100 B, 100, 111.71 1.0. E.
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SAEC

WATER SUPPLY PROJECT

Estado de Lucros e Perdas - Exercici,4 19 ...
Cr$ 000

Trir.estre .......

RECEITA CORRENTE At6 Trimestre +Este Total no final do Resto do Total
Anterior Trimestre .trimestre considerado Exercicio Previsto

(Est.) Felo Ano

Faturamento - Volune (m3) )
Faturamento - Valor (Agua) ) Nota J/

Faturaziento - Valor (Esgotos)

Obras - Agua/Esgotos
Outras Receitas Operacionais

Total Receita Corrente

DESPESA CRRENTE

Custo Agua forr.ecida no
Perfodo pela CM'ASP

Custo contratual dos
Servigos S,1E*P (relativo ao periodo)

Despesas da SAEC:-
Despesa con pessoal
Materiais e Manutengao
Energia
Outras Despesas Operacionais

14ENOS Despesa Capitalizada

Depreciaces

Juros - BIRD
- FESB/BNM
- Outros

Total Despesa Corrente

LUCRO OPERACIDNAL

Nota: I/ Pode incluir resultado parcial do bimtstre atual, se nao

corresponder ao final do tr re,

NB. Fornecer t,aamb'e "Estado de Receitas e Despesas" orma ja e U8O6



I L LU 9

SAEC

WATER SUPPLY PROJECT

Fluxo de Caixa - Exercicio 19 ...

Cr$ 000

Trimestre .......

---------Resto do Exercicio----------- Pr'x.

FONTES DE RECURSOS At6 Trimestre +Este -Total no final do Trimestre... Trimestre... Trimestre... (est)

Anterior Trimestre Trimestre considerado

Lucro Cperacional (Tab.1) (Ap6s Juros)

- Ze-peciacdes (Tab.1)

= Geracao Interna de Caixa

Contribui9es do Estado
Outras Receitas Nao Operacionais
zn'restimOs: -

BIRD
BNVFESB

Incre'iento de Contas a Pagar
Reducoa em Inventarios
Redugao em Ccntas a Receber

(A) TOTAL DE RECURSOS

APPLICAGAO DOS RECURSOS

Investimentos - Projeto BIRD
- Outros

Amortizacao da Divida:-

BIRD
FE.SB/BNH

Incremento dos Inventarios
Incrcmento de Contas a Receber
Redugio em Contas a Pagar

(B TOTAL APLICAAQi

..- 0 .
Contin]



Table 2 (Cont'd)

(A) - (B) - INCREWENTO DE CAIXA
Caixa no in:cio do penodo
Caixa no final do periodo

Table 3

BALANCE SHEET

(Fornecer "Balaneo de Estado Financeiro")

Table 4

ESTADO DAS CONTAS DE CONSUMDORES

(Inclusive toda d vida anterior, quer "taxas" quer "tarifas")

Cr$ 000

Saldo global no indcio do trimestre

+ Faturamento no trimestre (Tab.1)

(Deduzidas as contas anuladas no trimestre)

A
+ Quota de Previdencia do trimestre

100

- Arrecadarao do -trimestre

= Saldo global (a ser arrecadado) no final do trimestre (Nota 1)

Nota i/ Explicar qualquer diferen9 a entre este valor e o valor no Balanqo
(Tab.3).



August 3x 1972

In&. Joso Koreira Geress Flho
S.rm~tu~ents SAIC,
f15 Rase fllachslo
Sao Paulo S.?.
SUL=

BRAZIL - sao P o w p f gt

Dear Mr. Joao Xwleira oars" Fli3e

1. With reftrw e to sections 3.05(b)(iii) and 5.02 of the Loan
AgemeMat, tis leter outnes periodic information and reports required
for the Projest uAish were dissussedi th your stUff by Mesars. Tbys and

2. As regards Project reports, the fomats prspared by your staff
with Us assistance of SEME in their report "Sltem do Controls do
Obras, JEC, Progroam Bano Mundial" vUld pravide suffeient information.
Sh* periodic reports, listed below, should be sent quarteorly to the Beck.

RP/G - I - esquemA - Proj. Aees
H?/G - 2 - sequema - Proj . Eagoto
RP/A - 1 - Coatrole do Litaes
RP/M - 1 - Contrls de Contratos

aP/A - I - Controlat et prg narie - Proje to e pesas
RP/O 2 - Controls Oreamentaria Proj4HAo do Rocures
RP/O 3 - Controls da Liberea do Reaursos
RP/O 4 k- Controls do Saldos 9 Ropembox
RP/I 5 - Grafso (Ontrale de Invostmeates)
RP/F - 1 - Controls Fineiroe
RP/A - I - Doommpenho don Contrattaa

3. Fi=aci reports on ths Umsn of Tablea I-$ owles"#, as wall
as SMIa fs mi.4=1 statemonts, prqparsd assardlmg to the nmw sosting
WystA and temprisg 4Ms

() Insme Satement
11 sBlane aset

ahould also be forvarded quartetly and anmufy.



-2-

4. Periodic Reports concerning the operation of SAEc (R*latorio
das Atividades), now prepared monthly, should be forwarded lo us quart.
erly (3-monthly reports).

5 Anmally, the auditors' report.

The above quarterly reports should reach the Bank two months
after the close of the reporting period - the auditor's report should be
sent within 4 months.

Very truly yours,

Charles Morse
Chief Water Supply Division II

Public Utilities Projects Department

AThys: oa

cc: Mr. DThtt (South America
Messrs. Helne/Antti (Controller's)
Black Books (2)



SAEC

WATER SUPPLY PROJECT

Estado de Lucros e Perdas - Exerc'cia, 19 ...
Cr$ 000

Triirestre ..........

Ate Trimestre +iste Total no final do Resto do Total
REEITAAnterior Trimestre - trimestre considerado Exercicio Previsto

Anterioreflt - Volun(Est.) Ielo Ano

Faturaziento -. Volume (n3))
Faturamento - Valor (Agua) ) Nota 1/
Faturamento - Valor (Esgotos)
Obras - Agua/Esgotos
Outras Receitas Operacionais

Total Receita Corrente

DESPESA CRRENTE

Custo Agua fornecida no
Periodo pela CcMAS?

Custo contratiual dos
Servigos S\ESP (relativo ao periodo)

Despesas da SAE:-
Despe:z*a coan pessoal
Matcriis : vanutencio
Energia
Outras Despesas Operacionais

E)S Despesa Capitalizada

Depreciacoes

Juros - BIRD
- FESB/BNM
- Outros

Total Despesa Corrente

LUCRO OPERACIONAL

Nota: / Pode incluir resultado parcial do bimtstre atual, se nao

corresponder ao final do trimestre,

ND . Fornecer tambe' "Estado de Receitas e Despesas" na forma ja em uso,



SAEG

WATER SUPPLY PROJECT

Fluxo de Caixa - Exercicio 19 ......

Cr$ 000

Trimestre ....--... Ano

T --------- Re3to do Exerclcio----------- Prox.

FCN'ES3 DE RECURSOS At6 Trimestre +Este -Total no final do Trimestre... Trimestre... Trinestre... (est)

Anterior Trimestre Trimestre considerado

Lucro Cperacional (Tab.1) (Ap6s Juros)
+ Depreciaqdes (Tab.1)

Geracao Interna de Caixa

Contribaiqes do Estado
Outras Receitas Nio Operacionais
Drprestimos:-

BNH/FES3B

Incremento de Ccntas a Pagar
Reducao em Inventarios
Redugao em Ccntas a Receber

(A) TOTAL DE RECURSOS

APFLICACAO DOS RECURSOS

Investiimentos - Projeto BIRD
- Outros

Amortizaclo da Divida:-

BIRD
FESB/BNH

Incremento dos Inventarios
Incremento de Contas a Receber

Reduqao em Contas a Pagar

(B) TOTAL DA APLICAqAO



Table 2 (Cont'd)

(A) - (B) = INCREMENTO DE CAIXA
Caixa no infcio do penodo
Caixa no final do per'odo

Table 3

BALANCE SHEET

(Fornecer "Balango de Estado Financeiro")

Table 4

ESTADO DAS CONTAS DE CONSUMDORES

(Inclusive toda d vida anterior, quer Itaxas" quer "tarifas")

Cr$ 000

Saldo global no inicio do trimestre

+ Faturamento no trimestre (Tab.1)

(Deduzidas as contas anuladas no trimestre)

+ Quota de Previdencia do trimestre

- Arrecadaqao do trimestre-

Saldo global (a ser arrecadado) no final do trimestre (Nota 1)

Nota / Explicar qualquer diferenga entre este valor e o valor no Balanqo
(Tab.3).



Table 5
SAEC

Estatistcas Gerais - Trimestre....19
(Cr$)

Este Trimestre Este Triiestre
Trimestre Anterior do Exercicio AnteriorA. DESPESA CQMPESOAL

1. Total-Salarics, Ordenados, etc.
2. No. de Epregados. (Cr$) (Cr$) (Cr$)3. Remuneraqao Media (Alinea 14 Al.2) (No.) (No.) (No.). Salario Minimo Oficial no trimestre (r$) (Cr$) (Cr$)5. Renuneracao Media Epressa em Salarios Minimos (34 (143) (14) Ors)

B. ALMOARIFADO

1. Saldo Estoques Final do Trimestre
2. Valor da UPC' " (04$ (Cr ) -3. Estoques Aos &egos Constantes (1+. 2) ((c$ (Cc$)

(C) (UPC) (UPC)



GOVERNO DO ESTADO DE SAO PAULO
SECRETARIA DOS SERVIQOS E OBRAS POBLICAS

SAEC

sUPErIrNTEwiENCIA DE AUA E ESGOTOS DA cAPTAL

CPE NO 71/72 Sa-o Paulo, 2 de agosto de 1972

Ilmo. Sr. te

Charles Morse Date Ack'd.

International Bank for ASsigned to ---
Reconstruction and Development

1818 H Street, N. W.

Washington, DC 20 433 - --

U. S. A.

Prezado Senhor:

Com a presente enviamos a V. S.

um exemplar do Balanqo Geral em 31 de dezembro de 1970, acompa-
nhado do relato'rio dos Auditores, Arthur Andersen & Co..

Permanecemos a sua disposiglo pa

ra quaisquer esclarecimentos ou solicitagqes futuras.

Valemo-nos do ensejo para enviar
nossos protestos de alta estima e consideraqao.

Atenciosamente

Eng2 Luiz Augusto de Lima Pontes
Diretor da C.P.E,

2ECL1014
COWWA1lMIL#t

nMI e If. IN 9 3

dks

bECEIAED

RUA RIACHUELO, i5 - CEP 01007 - SAO PAULO - BRASIL
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Country BRAZIL Loan # 757 Project
Credit #
Investment #

Title and Description

Contrato de financiamiento, que entre si fazem o
FMENT'O ESTADUAL DE SANEMENTO BASICO, na qualidade
de agente Financiador, Orgao Tecnico e Agente Pro-

Z motor, a Superintendencia de agua e Esgoto da Capi-
0 tal - SAEC, na qualidade de Mutuario Final, o Banco

do Estado de Estado de Sao Paulo S.A.

Document Prepared By FESB
Date July/26/72

Transmittal Letter From Document #

Date No Letter-Copy
Date Card for File
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EA'liams: oa
I IRD

Control 11o. BRPA-2-17

C;: 1r. Dutt (South America)
Mr. Thys
Mr. Clyde (Legal)



Dr. Luis Angusto do Lia Pontes June 28, 1972
Diretor da C.P.E.
Superintendencia do Agua o Esgoton da Capital
Rua Riahuel o 115, CEP 01007
Sao Paulo - BRAZIL

Dear Dr. Lima Pontess

Loan 757 - BR

Thank you for your letter CPS No.61/72 of June 1i, enclosing
the "Zstudo Tarifario", and also for copies of the 1971 a*oounts, receipt
of whish we acknowledged sam tine ago.

Although we have not yet been able to analye the Tariff Study
in detail, we have ccmpared the procedure used with that required at each
January let by Scaedle 5 of the Loan Agreement. (The latter, incidentally,
envisages a simple percentage adjustatnt of tariff a annully, rather than
a complete new analysis of the cost structure.) The principal aoission
appears to be that, in calculating "Custe do Capital", only the "Ative
Imoblisado" in service at Dec.31, 1971 has been taken into account; it
includes nothing for the estimated value of new assets to be incorporated
during 1972-3.

In addition, by Section 5.01 of the Loan Agreameant, SAEC agreed
to revalue its "Ativo Imobilisado Liquido" to Cr$ 570 million (De.1969).
This would result in a somuat higher figure of "Ativo Imobilisado" in 1971
thin that used in Tabela 2 of the Study.

Subject to these camaonts, we are pleased that SAM has ileswented
the recenations of the study, and trust that the sovenanted rat* of return
for 1972 will be achieved, computed in secordanse vith Schedule 5 of the
Loan Agrement.

With reference to assets transferred to 0(NASP during 1970, we
note that their value was about Cr$ 240 million (at 1970 prices). This is
considerably higher than the figure given in October 1970 to our Appraisal
Mission (04 151 mdIl4on); the incresse appears to relate mainly to the
Rio Claro Spm (estimate r$ 38 million, actual value r$ 104 million,
at 1970 prices). Please confirm this.

If this is correct, the r$ 21t0 millon transferred to 00Kh in
1970, plus the Gr$ 47 million of assets transferred earlier, would make
SAE's investment in OCAS Cr$ 287 amlion. In addition, there should be
over Cr$ 100 million of assets transferred to SA.MP* SAECI's Balance
Sheet of Dec. 31, 1971 however shows only 04 287.8 mllion against "Shares"
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(*Asees"). OmdA ye Inform us how the Investment In SAMS has bow
treated in SAM' s assounts? We wAnerstand a portion of the transftrrod
asets have not yet been forexuIy accepted by SANW, butt the Imitial
transfer, at least should appear in SAC's balanw d..t.

We have a runber of oher questions en the 17 acounts, and
in particular wold have liked amsr details of inwsu. and expnditure in
the "impresarial" a..ount.. When the next supervision mission visits Sao
Paulo, the ean be discsssdj we dal also be writing to 7m to formulate
a progpv of regular fimancial reports (now that V "impresarisl" aegount.
ing systA is owratiomal). lnTidentaly, we should be slad to rewive the
Auditer's Report for 171, as soon as possible.

Very truly yeArs,

Charles Morse
Chief, Wtor Sply Division II

Public Utilities hrj sets Dqsreunt

EWilliams: oa
IBRD

Control No.BRA-2-16

cc: Mr. Thys
Mr. Datt (South America)
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Mr. Thoma8 s. Clyde June 21, 1972

Derbrat Dutt

BRAZIL - So paulo dater Spa Project (757 BR)

Attached please find the original of letter 1 13, l9;'2
relating to anendmient of Schedule I of the Loan Agreement.

c: Central Files (along with CXrox copy of the document)

DDtt:pv



Country BRAZIL Loan #57Proect
Credit
Investment #

Title and Description

Acordo Para un projecto de 1Mlhoramento Instituciona
para a Superirtendencia de agua e esgotos da Capital
Sao Paulo, Brazil.

ZM2I
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Docum u/ 2O/72  Prepared By pHO - WHO
Date

Transmittal Letter From Document #

No. No Letter-Copy
Date Card for File
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GOVERNO DO ESTADO DE SAO PAULOSECRETARIA DOS SERVIQOS E OeRAS POBLCAS

supERINTEND NCIA DE AGUA E ES TOS A cAmL

CPE N2 61/7' ~0 Pulo, 14 1 ;junho de 1972

Tlmo . Sr.

charoles Morse Dte Rec'*d
TIte-rnationl Bnf? Date Ackfd.

R-eCOrS+-ructiron n, Drevrl,)m
1910 7 Street, N0  Assign* to

W.ashingto-n, DC 0r0a

U. S A.
------------------------- -------

Preznrdh Senhor

Ehcamninham~os, exo a Dresente
um exemnlir do "-sdo " -par, oRe Jutameno dasTarifasd aCeditade e'm mflrio <esre oro0

E-terr'le"ue "Esodo" re-
ferido, sr~ia d t 1 nV. , m--nos -

uiiz AuTust1 Ie Lim- P-ntos

,i'to da Q*.2. *

ks

RUA RIA CHUELO. iis - cE~p oioo7 -SXO PAULO - RRASIL
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REONTUCTON AND DEVEOPMENT CORPOATIN

OUTGOING WRE

SECRETAMRgIA DO EVCS BA UI.SCASO

COUNTY: SA PAULO - BRAILg

Cabe o. R IBDOAN 757-BR AND 758-BR STOP IN DISGUSSIOS ON APRI 2 WIT TH

RINGSKG WERE PWrISEDm THE FOLLWIN DO, MTBt

ALA A LEE FROM TE SAO PAOL FIAE SECRETARY INIATN TH TT'

YEARLY BUDGE CONRIBUTIONS FO SABC AiNSNP

BETA TE REVISED AND DLTILE SCEDLE OFWK N DOSBRMW OR

SaM AND aSANSPRJET

GAMMA THE SIGNED WAN CONTACTS WTH BiNH- B WTHTHE ATTCE REVISED

DISBUSWe SCHEDULE STOP WE HAE NOT YE REEIE A O HEE N

ABOVE AGREET AS SOON AS POSSIBLEa

ORZE Y- harles Norse CULM AND COP DISTWm . Mr t(ot
NAME Che. a 95 dterSplDison T-I o t Ing. ',acobo Leine America)

Paui Utiites Projeots Department Ig:arces FihjSE
DEPT J.Kr~bachIng Brs Juian,, ANEP

mama n~./ P Chiefed"PO s# e e a a a-
SIGNATUR
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GOVEi.NO DO ESTADO DE sA
SECRETARWA 08 SERVIQOS E dBRA5 FOEp

era z.,/- 7S7 -

LPENYT=ND&NC1A 01E AcLJA, iE rSGCrOEB OA CAJMrI.

Of. GS- 235/72
Sao Paulo, /Zr de junho de 1 972

Ilmo. Sr. M i *. - ----------
Gunter K. Wiese
International Bank for Reconstruction and
Development
1 818 H Street, N.W.
Washington, D.C. 20 433
U.S.A.

Prezado Senhor:

Em resposta a sua carta de 18 de maio de 1 972, es-
tahos encaminhando a c6 pia devidamente assinada, coM o que confir
mamos nossa concordancia na elevagao do Ind e de 20% previsto na
categoria IV do Anexo 1, para 37% conforme es ipula o paragrafo
4. (c), do referido Anexo.

Sendo s6 o que se apresenta na oportunidade, apro -
veitamos o ensejo para renovar a Vossa Senhoria nossos protestos
de estima e alta consideragao.

Atenc samente,

Eng9. J IRA GARCEZ FILHO,

rintendente

*RUA MTACHUFFLO, lill - CEP O0007 SAO PAI.LO - MRA$IL
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INTLRNATIONAL VEVELOPMFENT ' INE FONATPIOAL RA, FP I NT[ERNAT1NAL FINANCE
ASSOCIATICN RECONSTiRUCTION AND DEVELOPMAEN I CoRPORAT ION

OFFIE MEMORANDUV4
TO. yX DATE: June 12, 1972

FROM: .Thys & K.Xingsko

SUBJECT: AL-'IL - Loans 7 7 -1R and 75-E-r,
Sao Paulo <ater Su'eply and
Pollution Controil Prc ljects
Supervision Mission
Back-to-Lafice and hul henort

1. Action to be taken, see para 13, issues deserving attention
in paras 1 to 13.

2. In accordance with terms of referencc dated March 17, 1972, we
visited Sao Paulo on larch 22, March 26-29, and on April 12.

Projicot Bat a
Water Supply Pollution Cont:ol
Loan 757 - PR Loan 7 -

1/ 2/DS

BorroWer SAEC - SA2E-/

Amount of Loan US$22 million US,15 million

Amount Disbursed (M.iay 15, 1972) Nil Nil

Date of Loan Agreement June 21, 1971 June 21, 1971

Effecti ve Date January 13, 1972 January 13, 1972

Closing Date June 30, 1975 June 30, 1975

Date of Last Supervision .M1ission November 3, 1971 'November 3, 1571

Current Exchange Rate Cr$5.80 = US$1

General

3. One of the conditions of effectiveness of the two loans was
that Banco facionsl da Habitacao (EYH) and Tomento Estadual de Saneamento
Basico (FES?) should commit themselves to financing each some 12; of the
costs of the SAIC and SANEaSP schermes. on the basis of such commritenT.s
from ENH and FESB, received by the Lank in December, the two loans were
declared effective on January 13, 1572.

SAEC = Superintendencia de Agua e Esgotos da Capital

2/ SANESP = Companhia etropolitana de Saneamento de Sao Paulo
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4. However, for the co'imitments to be translated into contract with
SAEC and SANESP, the State Government of Sao Paulo had to commit funds of
their own to F,73 and agree to guarantee the Bf 1I loans. At the mission' s
arrival the State Government had failed to do either thing, which had left
both SAEC and SATNTSP wlithout adequate firiancing for the project works. The
failure was particularly serious for SAESP as the contracts for detailed
engineering of the project works were held up.

Financin Plan and investment Needs

5. The investment needs of SAEC and SANESP and the financing
estimated in the Appraisal Report are shown in Annexes 1 and 2. No
disbursements had been made at the time of the sunervision mission
for the reasons given in paragraph h, and as long as the State Govern-
ment contribution would not be forthcoming they would be further delayed.

6. This failure to provide sufficient matching funds constituted
a breach of the loan agreement. The mission, together with Mr. Dutt of
the South America Department, in a number of meetings wi th State Govern-
ment officials, notably with the Secretary of I-inance, Mr. Rocca, his
assistant, Mr. i4asato, and with the Secretary of Public VIorks, Mr. 1otches,
pointed out the grave consequences the delay could have for the Bank' s
continued lending for projects in the state of Sao Paulo.

7. The mission referred specifically to Section 6 in the Project
Agreement, according to which "the State shall, promptly as needed by
SAEC or by SANESP to enable them to carry out their respective Projects
with due diligence and efficiency, pay to them, in accordance with the
laws of the State, all such other funds as shall be required by them
for that purpose."

8. The mission also made reference to Section 2 of the Project
Agreement in which the State agreed "that the Projects shall have the
highest priority in the allocation of the development funds of the
State as provided in the laws of the State". To its surprise the
mission found when analysing the State's triannual capital budgets,
approved in September 1970 and September 1971 respectively,that appropri-
ations to the sanitation sector for 1972 had been decreased even in nomi-
nal terms, whereas funds for transportation and power had greatly increased
(see Annex 5). Also the share of sanitation funds obtained by COMASP, the
Sao Paulo bulk-water authority, was larger than it was originally intended,
while that of SAEC and particularly SANESP were decreased.
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9. The State officials explained that the Federal Government had

imposed a tight soueeze on State borrowings which had made it difficult

for them to finance both the ongoing projects inherited from the previ-

ous regime and the new ones that the present Government assigns higher
priority to.

10. They were furthermore under the false impression that reduced

commital of funds to SAEC and SANESP this year would not affect the

integrated bulk/retail water supply/sevierage programs for the metropol-
itan area. They had arrived at this conclusion by assuming, without

substantial analysis, that the SAEC and SANESP projects would have to

await the completion of COMIA3P' s project providing additional bulk

water. The mission corrected this misconceived idea.

11. During discussions, the State officials proposed a major

revision of the anpraisal report's financing plans (see Annexes 1 and

2), suggesting a substituticn of State Government contribution by larger

BNH loans. According to their proposal, TNH and FE31 would each finance

37.5% of the project cost with the Bank contribution and net internal

cash generation raking up the remaing 2K'. The mission pointed out

that this proposal would not be acceptable since it would amount to very

heavy debt finencing of project works. Further large tariff increases

would then be necessary, and the objective of creating self-financing

and viable water supply and sewerage institutions would be much more

difficult to achieve.

12. The State officials, as a result of the discussions, finally

revised the appropriations and the new investment needs and the financing
thereof are shown in Annexes 3 and 4 for SAEC and SANESP respectively.
The projects would be delayed by one year as compared to the appraisal

report estimate, and the disbursement profiles differ from those in the

appraisal report. BNH and FESB are assmed to disburse relatively faster

than the State contributions. The BNH management in subsequent discus-

sions agreed in principle to this. The estimated project costs of the

SAEC and SANESP schemes have not changed appreciably since the last

Bank mission.

13. State officials have agreed to forward shortly to the Bank

the following documents:

(i) a letter from the Sao Paulo Finance Secretary indicating
the states' budget contribution for SAEC and SANESP;

(ii) the revised and detailed schedules of works and disburse-
ments for SAEC and SANESP projects;



(iii) the signed loan contracts with BNH-FESB with the attached
revised disbursement schedules.

A cable should be sent to the Sao Paulo State officials with
copies to our borrowers to remind them of the above agreements.

SANESP Loan 758 - la

14. SANES? has completed the complementary studies required by
the Bank' s last sunervision mission to coordinate all elements of the
Project and has studied alternate designs for the interceptors of the
Sao Caetano system. As a result of these studies, more economic
alternatives were designed. The total savings on the cost of the 1st
and 2nd phases of &:NESP' s program of works would amount to about US$10
million.

15. Five contracts for the detailed engineering and the preparation
of bidding documents were signed with the following firms:

(i) Planidro (Frazil) for general supervision and project
coordination,

(ii) Camp-Dresser McKee (U.S.A.) for detailed engineering
of the Sao Caetano pump station pipeline and tunnel
and general technical assistance in association with
Planidro.

(iii) Promon (Brazil) for interception in Sao Caetano system.

(iv) Etep (Brazil) for a low lift pump station and related
interception in the Sao Caetano system.

(v) SERETE (Brazil) for the pump station and interception
of the Taturpe Pequena system.

SANESP will activate these contracts as soon as State budgetary
funds are committed (see paragraph 13).

SAEC Loan 757 - SdR

16. SAEC has already made significant progress in its reorganization
of its institutional structures and the improvement of its operations.
The following facts give an indication of progress achieved since late
1970.
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(a) Billings: 17,000 bills are now sent daily instead of 9,000
as in 1970.

(b) Collections: In the last two months of 1971, accounts
receivable from consumers have decreased by some Cr.$17
million (US$3 million). Accounts receivable at Dec.31,
1971, amounted to Cr.$24 million, equivalent to about
2 1/2 months billings.

(c) Accounting System: A commrercial accounting system has been
introduced, but is still in a trial period.

(d) Meters: 100,000 obsolete or damaged domestic water meters
were replaced (out of a total of 650,000), and 37,000 meters
were repaired. The number of obsolete meters at the end of
1971 has been reduced to 60,000.

Organization of Project Planning and Supervision

17. SAEC has now prepared, '4th the assistance of SLRETE, a
Brazilian consulting firm, the organization, methods and procedures
to plan and supervise design, proourement and construction. The system
will provide for coordination bet-aeen the activities of SAEC1's various
departments; Planning and Supervision, New works and Finance, as well as
provide the data and information required to prepare reports to SAEC's
management, to the Bank and the other financing agencies.

AThys: Kingskog: oa

cc: Messrs. Chadenet
Baum
Ripman
Rovani
J.King
Engelmann
Lee

Lithgow
van der Tak
Weiner
Armstrong
Howell
Warford
Jennings
Saeed
Bomani
Lind
Elliott, J.D.
Dutt (South America 4)
Helne (Controller's)
Clyde (Legal)



ANNEX 1

SAEC - Financing Plan as Estiiated in Appraisal Report
(In USZ Million)

Sources 1971 1972 1973 1974 Total %

IBRD 0.8 10.2 8.7 2.3 22.0 17

ENH & FESB Equally 7.9 7.2 5.5 10.2 30.8 23

Total Borrowing 8.7 17.4 14.2 12.5 52.8 40

Government Contribution 17.2 12.6 5.8 5.8 4l.h 31

Capital Receipts 0.5 0.7 1.1 1.1 3.4 3

Internal Cash Generation

Less Debt Service (3.7) 9.3 13.6 14.7 33.9 26

Total Capitalized 14.0 22.6 20.5 21.6 78.7 60

Total Sources 22.7 40.0 34.7 34.1 131.5 100

Requircments

Capital Works Project 4.0 27.0 22.8 6.0 59.8 45

Capital Works Other 14.8 13.5 10.4 28.3 67.0 51

Total Program 18.8 40.5 33.2 34.3 126.8 96

Addition to Net Working
Capital 3.9 (0.5) 1.5 (.2) 4.7 h

Total Requirements 22.7 h0.0 34.7 34.1 131.5 100



ANN EC 2

SANESP - Revised Financing Plan as Estimated in Appraisal Report
(In US$ Million)

d1

Capital Sources 1971 1972 1973 1974 Total /0

IBRD 1.0 3.2 6.8 [.0 15.0 16

BNH/FESB Equally 1.8 6.4 8.5 6.3 23.0 2_

Total Borrowing 2.8 9.6 15.3 10.3 38.0 40

Government Contribution 15.11/ 12.6 12.6 8.0 48.3 50

Internal Cash Generation

Less Debt Service,Taxes 0.8 1.4 2.3 3.5 9.9 10

Total Capitalized 15.9 13.7 l.9 12.8 58.2 60

Total Sources 19.9 23.3 29.9 23.1 96.2 100

Applications

Capital Works Project 7.2 22.7 30.0 21.6 81.5

Capital Works Other 11.5Y .9 .2 .2 12.8

Total Program 18.7 23.6 30.2 21.8 94.3

Addition to Net Working
Capital 1.2 (.3) (.3) (1.3) 1.9

1/ Including 6.2 in 1970.
7/ Including 7.5 in 1970.



ANNEX 3

SAEC - Revised Financing Plan as Discussed with State Government
in April 1972

(In US$ Million)

Sources 1972 1973 1974 1975 Total __

IBRD- 1.5 6.3 6.3 7.9 22.0 17

ENH/FESB Equally 8.4 11.7 8.6 6.9 35.6 28

Total Borrowing 9.9 18.0 lb.9 1.8 57.6 h5

Government Contribution 8.6 11.5 15.0 21.6 56.7 hh

Internal Cash Generation

Less Debt Service (2.1) 3.3 3.6 4.5 13.5 11

Total Capitalized 10.7 14.8 18.6 26.1 70.2 55

Total Sources 20.6 32.8 33.5 40.9 127.8 100

Requirements

Capital Worksi/2 18.0 28.8 29.4 36.1 112.31!

Other (Renewals, etc.) 2.6 4.0 4.1 4.8 15.5

Total Requirements 20.6 32.8 33.5 40.9 127.8

1/ Of which US$59.6 million for Project Works and US$52.5 million for other Works.
7/ US$9.1 million was invested in 1971.



ANNEX 14

SANESP - Financing Plan as Proposed by State Government

In April 1972

(In US$ Million)

Sources 1972 1973 1974 1975 Total %

IBRD 0.2 1.6 6.1 7.1 15.0 16

BNH/FESB Equally 7.2 6.9 8.3 4.0 26.4 27

Total Borrowing 7.4 8.5 114.4 11.1 b1.4 43

Government Contribution 4.0 7.9 14.7 20.9 47.4 49

Internal Cash Generation

Less Debt Service (0.4) 2.1 2.9 3.0 7.6 8
3.5 1o0. 7 23.9 57. T7

Total Sources 10.9 18.5 32.0 35.0 96.4 100

Requirements

Capital Works Project 7.0 10.0 32.0 35.0 84.0

i "t Other 4.6 8.5 - - 13.1

Total Investment1/ 11.6 18.5 32.0 35.0 97.1

Addition to Net Working Capi- (0.7) - - - (0.7)
tal

Total Requirements 10.9 18.5 32.0 35.0 96.4

l/ SANESP has invested US$,10.1 million in 1971



ANNEX 5

Sao Paolo State Capital Budget Appropriations

(Millions of Cr$)

As approved September 1970 As approved September 1971

1971 1972 1973 Total 1972 1973 1974 Total

Human Resources hh5 288 235 968 514 201 143 858

Natural Resources 75 76 66 217 154 168 155 477

Sanitation 674 758 652 2,084 673 884 889 2,446

Transportation 7L4 285 199 1,228 1,349 983 905 3,237

Power 925 1,197 929 3,051 1,429 1,409 1,309 h,1h7

Sub-total infrast-
ructure 2,3h3 2,240 1,780 6,363 3,451 3,276 3,103 9,830

Production Investments 45 36 39 120 78 20 16 11h

Financial Services 1,o4l 1,120 1,250 3,1 1,820 - - 1,820

General Services 102 12 h 118 77 30 24 131

Total h,051 3,772 3,374 11,197 6,094 3,695 3,hl 13,230
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Mr. Gunter 1. Wiese (through Mr. Skillings) May 19, 1972

Deybrat Dutt

BRAZIL - Sao Paulo Water Supply Loan (757 BR) - Withdrawal of Proceeds

1. The table below sets forth the proceeds of the Loan:

Amount of the
Loan Allocated % of Expen-

(Expressed in million ditures to be
Cao~r Dollar q ent Financed

I. Imported pipes, fittings 100 o
and related equipment 10.90 expeaditures

II. Imported water meters 100% of foreign
and billing equipment 1.15 expenditures

III. Consultants' services 1007 of foreign
n.45 expenditures

IV. Civil works and locally 5.50 20% of total expen-produced or procured ditures representingmachinery and equipment the estimated forein
listed under categories expenditures corpenent
I and II of this Schedule

V. Unallocated 40

TOTAL 22.00
The Loan Agreement provides for changes in the above percentage with aview to permit full withdrawal of the loan Lmount. (c) of Sch. 1 of Loan Agrmt.)
2. The Borrower (SAE) has requested and the Public UtilitiesProjects Department have supported the request for raising the percen-tage under Category IV fr 20 percent to 37 percent. Brazilian suppliershave succeeded in several international competitive bids and the disburse-ments under Categories I and II would be substantially less than the originalforecast.

3. You are requested to sign the attached letter, prepared in theLegal Department, for giving effect to the above change. Concerned depart-muents concur.

Cleared in substance with and cc: Messrs. Horse
Clyde
Helne

DDutt:pv

Attachment
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Mr. Gunter K. Wiese May 19, 1972
Robert F. Skillings

BRAZIL - Sao Paulo Water Supply Loan (757 BR)-Withdrawal of Proceeds of the Loan

1. Mr. hdtt has prepared the attached recommendation for amendingSchedule 1 of the Sao Paulo water supply loan, in a wa~y wihich apparentlywould cpen the door to local expenditure financing. I am at a loss torecondile this pros4 with the statement made to the Exctive Directorsin the President's iortg that "the Bank loans would cover the foreign ex-change ependitures., including the estimated foreign exchange component oflocal procurements" Mr. Dttis memo does not argue that the estimatedforeign exchange cost of local procurement has increased from 20 percentto 37 percent. Rather it argues that an increase from 20 percent is"necessary" in order to allow the full loan to be disbursed, taking itstext from a paragraph in Schedule 1 of the Loan bgreement. I would havethought that that paragraph could become operative only- if there were agenuine reason to sppose that the estimated foreign exchange couclent
had increased.

2. I would appreciate guidance.

Attachment

cc: Messrs. Dutt
Thys
Clyde

RFSkillings:gc



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCEASSOCIATI RECONSTRUCTION AND DEVELOPMENT N CORPORATION

OFFICE MEMORANDUM
TO: Mr. Gunter K. Wiese DATE: May 19, 1972

FROM: Robert F. Skillings

SUBJECT: BRAZIL - Sao Paulo Water Supply Loan (757 BR):
Withdrawal of Proceeds of the Loan

1. Mr. Dutt has prepared the attached recommendation for amendingSchedule 1 of the Sao Paulo Water Supply loan, in a way which apparentlywould open the door to local expenditure financing. I am at a loss toreconcile this proposal with the statement made to the Executive Directorsin the Presidentis Report that "the Bank loans would cover the foreign ex-change expenditures, including the estimated foreign exchange component oflocal procurement." Mr. Duttis memo does not argue that the estimatedforeign exchange cost of local procurement has increased from 20 percentto 37 percent. Rather it argues that an increase from 20 percent is
text from a paragraph in Schedule 1 of the Loan Agreement. I would havethought that that paragraph could become operative only if there were agenuine reason to suppose that the estimated foreign exchange componenthad increased.

2. I would appreciate guidance. C

Attachment

cc: Messrs. Dutt
Thys
Clyde



of Issues ZIUi-AL

ALGERIA - Technical Assistance Project P-2613-AL

NIGERIA - Lagos Power Distribution Project P-2633-UNI, 2502-UNI

NIGERIA - Urban Development Project P-2634-UNI, 2412-UNI

PAKISTAN - Fourth Agricultural Development Bank



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

OFFICE MEMORANDUM
TO: Mr. Gunter K. Wiese (through Mr. Skillings) DATE: May 19, 1972

FROM: Devbrat Dutt

SUBJECT: BRAZIL - Sao Paulo Water Supply Loan (757 BR) - Withdrawal of Proceeds
of the Loan

1. The table below sets forth the proceeds of the Loan:

Amount of the
Loan Allocated % of Expen-

(Expressed in million ditures to be
Category Dollar Equivalent) Financed

I. Imported pipes, fittings 100% of foreign
and related equipment 10.90 e&penditures

II. Imported water meters 100% of foreign
and billing equipment 1.15 expenditures

III. Consultants' services 0.45 expenditurei

IV. Civil works and locally 5.50 20% of total expen-
produced or procured ditures, representing
machinery and equipment the estimated foreign
listed under categories expenditures component
I and II of this Schedule

V. Unallocated 4.00

TOTAL 22.00

The Loan Agreement provides for changes in the above percentage with a
view to permit full withdrawal of the loan amount. (4(c) of Sch.1 of Loan Agrmt.)

2. The Borrower (SAEC) has requested and the Public Utilities
Projects Department have supported the request for raising the percen-
tage under Category IV from 20 percent to 37 percent. Brazilian-suppliers
have succeeded in several international _ometitivebida ad_ the disburse-
ments d egorsould be btantially less thantheobiginal
forecast.

3. You are requested to sign the attached letter, prepared in the
Legal Department, for giving effect to the above change. Concerned depart-
ments concur.

Cleared in substance with and cc: Messrs. Morse
Clyde
Helne

Attachment.



May 18, 1972

Superintandencia de Agua
Esgotos d. Capital

Rua Riachuelo, 115-5* andar
Sao Paulo, Brazil

Re: Loan No. 757 BR
(aR. Paulo Water Supply Prolect)

Gentlemen:

Please refer to Schedule 1 of the LOan Agreement (Sao Paulo Water
Supply Project) between us, dated June 21, 1971.

Pursuant to paragraph 4(c) of such Schedule 1, and in accordance
with your request, the Bank agrees to increase the percentage set forth
in the third coluw of the table in paragraph 1 of such Schedule 1 and
applicable to Category IV from 20% to 37%.

Please confirm your agreement to the foregoing by signing the
enclosed copy of this letter and returning it to us.

Very truly yours,

INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

By
Genter K. Wiese
Deputy Director
South America Department

CONFIRMED:

SUPERINTENDENCIA DR AGUA E ESGOTOS DR CAPITAL

By______
Authorized Representative

/O lyde/jh
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. D. Dutt DATE: May 12, 1972

FROM: Charles Morse,

SUBJECT: Loan 757-BR, Sao Patlo 'ater Supply Project
Withdrawal of Proceeds of Loan

Our Borrower SAEC has requested that the percentage applicable
to financing expenditures for items under Category IV of Schedule I of
the Loan Agreement (civil works and locally produced equipment) be rai-
sed from 20% to 37;.

This is in accordance with Section 4(c) of Schedule 1 of
the Loan Agreement.

-oe agree with SJEC's request, since the results of inter-
national competitive bidding have now shown that most goods will be
procured in Brazil and that the new percentage would ensure that with-
drawals of the Loan amount would be in line with SAEC' s total disburse-
ments for the project. We propose to send the attached cable to SAEC.

May I have your concurrence please.

AThys:oa

cc: (Controller's) Helne

(Legal) Clyde

Annex: Draft cable to SAEC



DRAFT

AThys: oa
May 12, 1972

ENG JOAO GARCEZ FILHO
SUPERINTENDENTEC
SAEC, RUA RIACHUELO 115
SAO PAULO
BRAZIL

REFERENCE YOUR LETTER GC111-72 AND CABLE OF MAY 5 STOP BANK AGREES TO

INCREASE PERCENTAGE APPLICABLE TO CATEGORY IV OF SCHEDULE I OF LOAN

AGREEMENT TO 37/Z REGARDS

MORSE

NINTBAFRAD
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Mr. D. Dwit NaV 12, 1972

Loan 757-B., Sao Palo Water Supply Frejoat
Athdgml t re ods of Loan

Our Borrower MW30 has rqumet that the peresage ablo
to financing expenditares for itm. mader Mategory IV of Schmd e I of
the Loan Agrement (oivU2 worke and lo.any pruad equipment) be rat-
mmd from 20% to 37%.

Tb1i. is in ascordmas ift Seetion 4(e) of SftAile I of
the Loan Agreamt.

We agree ith 8*30'. request, se the rwmlta of inter-
national mcapetitive biddng have -m dut mt meet goods xU be
procured in Brasil and that the now pewomntage would sure that 4it-
drasli at the Loan amomt would be In lie AI4 M*EW0a total diaburse-
mente fer the proJeet. We propo to send the attaehed sabLe to AW.

Nor I have your encurTMO pleaes.

Arilosee,

iaT~so
oat (0.strol1ew'e) RImle

(Legal) 0a3de

Anmx waft cable to SAND



DRAFT
AThys: oa
May 12, 1972

ENG JOAO GARCEZ FILHD
SUPERINTENDENTEC
SAEC, RUA RIACHUELO 115
SAO PAULO
BRAZIL

REFERENCE YOUR LETTER GCU1-72 AND CABLE OF MAY 5 STOP BANK AGREES TO

INCREASE PERCENTAGE APPLICABLE TO CATEGORY IV OF SCHEDULE I OF LOAN

AGREEMENT TO 37% REGARDS

MORSE

INTBAFRAD
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GOVERNO DO ESTADO DE SAO PAULO
SECRETARIA DOS SERVIQOS E OBRAS PUBELCAS

AEC

SUPERW4TMEUiNCIA DE AGUA E ESGOTOS DA CAPITAL

Of-GS-181/72 Sao Paulo, A de " de 1 972

Ilmo. Sr.

CHARLES MORSE

International Bank for Reconstruction and Development

1818 H Street, N.W. Dst. Roo'd.

Washington, D.C. 20 433

United States of America Date Ack'd.

Assg8w4 to

Prezado Senhor:

Tendo em vista o que estipula o item (b) da

Secqao 3.02. do Contrato 757-BR BIRD, estamos encaminhando para a

preciagao de Vossa Senhoria minuta de contrato que pretendemos as

sinar com a firma norte-americana "The Pitometer Associates".

0 custo dessa assessoria esti orgado em US$

165,200.00.

Aguardando o pronunciamento de Vossa Senho-

ria, aproveitamos a oportunidade para renovar nossos protestos de

estima e alta consideragao.

Eng9 J IRA GARCEZ 0

p rintendente

RUA R1ACHU1LO, 115 - CFP 01007 - SAO PAULO - BRASIL
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May 10, 1972

Mr. Moreira Garcez Filho
Director
Superintendencia de Agua

e Esgotos da Capital
RZua Riachuelo, 115-50 Andar
Sao Paulo, Brasil

Dear Mr. Garcez Filho:

I enclose for your information two copies of the revised Guide-lines for Procurement under Bank Loans and IMA Credits, dated April1972. 7he principal revisions concern Expenditures under Contracts
(Clause 3.7), Pricing of Bids (Clause 3.8), and Currency of Payment(Clause 3-9).

The revised Guidelines will be incorporated by reference as
appropriate in future loan and credit agreements. However, borrowers
or beneficiaries under existing loan and credit agreements vhich refer
to earlier editions of the Guidelines may, at their option, apply the
procedures set out in the revised guidelines in respect of those bid
invitations which have still to be issued or have been issued 80
recently that an amendment to them would not disrupt the orderlypreparation of bids.

With best wishes.

Yours sincerely,

Robert F. Skillings
South America Department

I%co.

RDFletcher: gc

cc: Messrs. Thys, Prudence/Helne
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5 -Le 7-57,4el
Log 84

May 5, 1972 I 1

Diatribution

PU Nkter Supply II

I -/Date Rec'd.

Date Ack'd. '

Assigned to



Eng. Luis Augusto do Lim Pont., April 24, 1972
Ureter da CE
SABO
*EA Riaohuelo 1 - 21 0 Amdar
ML007 Sa0 Paulo, S.P.
BRAZ3L

Doar Dr. Lima Pontess

BRAZIlL - Loan 757-BR-Sac Paulo Water Supply

Thank you for your letter CP 35/72 enclosing accounts and
balance sheet of SAMO for 1971, which are being studied in this office.

We are pleased to we that the samtercial asounting systin
is taking shape satisfaetorily, and hope that it is now in full opera-
tion as fri. Januy 1, 1972, in substitution for the old syntim.

Vry truay yours,

Charles A. Morse
Chief, Water Supp mvision II

Nblio Utilities Projects Dupartament

cc: Mr. Dutt (South America)
Mr. Tiys

Control No. BRA- -5
EWilliams: oa
IBRD
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AppointmentsDte E.

Name Nationality position & Department Date Ext.

Mr. Ahmed M. Jehani 
Libyan Assistant Counsel-LEG 

11/5 60170



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

OFFICE MEMORANDUM
TO: Files DATE: April 7, 1972

FROM: Devbrat Dutt

SUBJECT: BRAZIL - Sao Paulo Water Supply and Pollution Control Project

1. On March 23, I received an urgent message in Rio from the
Bank's supervision mission that the State of Sao Paulo is heading for
default on Loans 757-BR and 758-BR for failure to extend adequate
financial support to the project. Accordingly, I joined the super-
vision mission in reviewing the position with the State Secretaries
of Finance and Public Works and have, subsequently, apprised Mr.
Jayme Alipio de Barros of the situation. This memo records the main
points of these discussions.

The Problem

2. The SAEC (authority for water distribution and collection of
sewerage) and SANESP (authority for pollution control) projects were to
be financed as follows:

1972 - 1974

SAEC SANESP

Million $ Million $ %

IBRD Loan 22.0 17 15.0 16

Other Loans (equally
shared by BNH & FESB 1/) 30.8 23 23.0 2h

Total Borrowing 52.8 40 38.0 4O

State Govt. Contribution 4l.h 31 48.3 50

Capital Receipts 3.4 3

Internal Cash Generation
less Debt Service 33.9 26 9.9 10

131.5 100 96.2 100

1/ Fomento Estadual de Saneamento Basico



Files - 2 - April 7, 1972

3. It will be recalled that the present State Government assigned
the highest priority to this project and, under the Project Agreement,
committed "... promptly as needed by SAEC and SANESP to enable them to
carry out their respective Projects with due diligence and efficiency,
pay to them, in accordance with the laws of the State, all such other
funds as shall be required by them for that purpose."

4. Since contracting these two loans in June 1971, the State
Government took most of their commitments seriously and took the unpop-
ular step of reviewing tariffs substantially (my memo of November 24)
to ensure adequate returns on the SAEC and SANESP assets. These revisions
increased water and sewerage service rates by over 50 percent in July 1971.
The State Government also started implementing several suggestions of the
Bank for improving financial adminstration of these institutions and
technical aspects of the works. They forwarded to the Bank firm commit-
ments for loans from the BNH and FESB in the amounts referred to in Table
of paragraph 2. On the basis of their performance these two loans were
declared effective in December 1971.

5. Subsequently, the State Government have not enabled the SAEC
and SANESP to formally contract the BNH and FESB loansnor have they
provided adequate governmental funds for starting the major works.
(The SAEC and SANESP cannot contract the loans unless the State Govern-
ment make their contribution to FESB and agree to guarantee the BNH loans.)

Discussions with the State Government

6. The State officials explained that the Federal Government have
imposed a tight squeeze on State borrowings -- both from internal and
external sources -- as a result of which they were finding it difficult
to fulfill the requirements of ongoing projects inherited from the previous
regime and start the others to which the present administration assigns
very high priority. Our analysis indicated that the new administration
has diverted substantial funds to transport projects (about 100 percent
increase in nominal cruzeiro, or 80 percent in real terms) and cut on the
basic sanitation program. We were also informed that a group within the
new administration, particularly in the Planning Secretariat, do not like
the SANESP project. The COMASP project (bulk supplier of water) has also
been delayed and without sufficient analysis (as subsequently accepted by
the Government officials in discussions with the supervision mission) the
State Government presumed that reduced coanital of funds to SAEC and
SANESP this year would not affect the integrated bulk/retail water supply/
sewerage programs for the metropolitan area.

7. During discussions the State officials proposed a major revision
of the financing arrangement (para. 2) suggesting substitution of State
Government contribution by larger BNH loans. Their proposal implied in-
creasing "other loans" by about twice the amount indicated in the appraisal



Files - 3 - April 7, 1972

report. We explained that such a revision will place a heavy debt service
burden on the two institutions and will call for another large tariff in-
crease for saving SAEC and SANESP from financial bankruptcy. The State
realizes that the main objective ininvolving the Bank in these projects
was building of viable water sanitation institutions in Sao Paulo.

8. In our final discussions we urged the State Government on the
following points:

(a) The SAEC and SANESP should be enabled to contract the BNH
and FESB loans on the basis of commitments made in docu-
ments seeking effectiveness of the loans. That means that
the State Government should make the necessary contribu-
tions to FESB and guarantee the BNH loans.

(b) If the State Government thought it necessary to increase
the BNH and FESB loans the revised financing plan should
be presented to the Bank. The consequential tariff in-
creases will need to be examined in particular. Also it
is important that the contracting for major works is not
delayed and for that step (a) should be taken immediately
without waiting for all the clearances required for (b).

(c) In consultation with the supervision mission the Govern-
mental funds absolutely necessary for starting the important
works should be immediately allocated to SAEC and SANESP.
We requested for a decision on these points by April 12,
when the supervision mission will finally meet the State
officials before returning to Washington.

9. On my return to Washington I had an opportunity to meet Mr.
Jznyme Alipio de Barros and have acquainted him with the problem. He
agreed that the Sao Paulo State should avoid a default and has discussed
the problem with the State Secretary for finance (Mr. Rocca) on the
telephone. He informs me that Mr. Rocca has now agreed to make the
necessary allocations and will inform Mr. Thys of their revised decision
on April 12.

cc: Messrs. Morse
Thys (o/r)
Eric Williams
Clyde
Helne
Fletcher



INERNATIONAL DEVELOPMENT INTNIONAL BAN FR INERAIOALFNAC
ASOCATON RECNTUTO AN DEEOMETCRPRTO

TO ALIN THS DATE APRI 6. 1972

FURNASIO, RIO DE JNEIOERIC

CONTRY: BRAZIL

Cable No.: 3

nEIVED REQUEST FROM SE INRFASE PERCENTAGE DIREMENTi CATEGOR

FOUR FRM TWENY TO THIRTYEVEN PERCENT PRESTMABLY BECAUSE FIRST

SUPPLY CONTRACTS ALL. AWARDED LOCAL FTRKSi STO WE FEEt, REQUEST PREMATUR

BECAUSE THESE CONTACTS ONLY FIRST INAMNT TOTAL PRRMEgNsiT BUT

PLEASE DISCSSe

AUTHORIZED BY- Charles Moe TCE1LASA COPY'DISTRIBUTION:

Cief., Water SuplLy Division II
NAMEPulcUiiisPoet

DEPT. Cntrol No. BRA.-2-4

SIGNtATURE

REFERENCE: ~lim-oF s yCmuiain et

98.11 ams w s

o ORINAL (Fif...eus.,.,a Co pqWa aa
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suPERiNTuNoONCIA cm AmGA w USoOygs nA |ApI'AL
Rua Riachuelo, 115 - 119 andar 01007 Sio Paulo, Brasil

CPE N9 35/72

Sao Paulo, 05 de abril de 1 972

Ilmo. Sr.

CHARLES MORSE

International Bank for Reconstruction and Development
1818 H Street, N.W. 4eBed.
Washington, D.C. 20433
U.S.A. Date Ack'd. U

Assigned to

Prezado Senhor:

Em resposta a sua carta de 23 de margo de 1 972,
estamos encaminhando copia do balango da SAEC correspondente ao e-
xercicio de 1 971 (Contabilidade Piblica).

Segue junto tambem, o balango resultado da Conta
bilidade Empresarial que estamos implantando e que devido ainda a
problemas existentes, apresenta algumas ressalvas que estio anota-
das no rodap6 do referido balango.

Sendo s6 o que se apresenta na oportunidade,apro
veitamos o ensejo para renovar a Vossa Senhoria, nossos protestos
de estima e alta considerayio.

Atenciosamente

Eng9 Luiz Augusto de Lima Pontes
Diretor da C.P.E.

08
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SN Np IA t kA=uJA 1 EOoTCo |A |APITAL
Rua Riachuelo, 115 - 59 andar 01007 Sio Paulo, Brasil

OF.-GS/S-NQ-115I72

Sgo Paulo, de abril de 1 972

Ilmo. Sr.

CHARLES N6 RSE

International Bank for Reconstruction and Development
1818 H Street, N.W. Date Reo'd.
Washington, DC 20433 Dt Ack'd
U.S.A. A'

Assigned to L

Prezado Senhor:

Como 6 de conhecimento de Vossa Senhoria, aSAEC contratou, em maio de 1 969, a firma "The Pitometer Associa-
tes" con a finalidade de preparar o pessoal na operagio do sistemade distribuiqao de agua, principalmente na pesquisa de vazamentos.Esse contrato foi encerrado em janeiro do presente exerccio.

Os resultados desse contrato foram bastantesatisfat6rios na parte relativa a treinamento de pessoal, em medi-gao de vazao em adutoras, rendimento de estag9es elevat6rias e lo-calizagio de vazamentos.

Na parte relativa a perdas n& rede de dis-tribuigio, os resultados nao se apresentaram de todo satisfatorio,uma vez que dificuldades existentes em nosso sistema, principalmente registros cobertos por novos pavimentos, sistemas interligadossem cadastro e outros, impediram o total desenvolvimento dos trabalhos.

Tendo em vista a necessidade de dar conti-nuidade aos trabalhos iniciados,' . efociu a SAEC com a "The Pitometer Associates", um novo contrato que pree Sdu& etapas: uma de
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preparagio e outra de execugao, que se encontram descritas na minu-
ta de contrato que segue anexo.

Essa minuta ji recebeu aprovagao por parte da
"The Pitometer Associates".

Isto posto, solicito autorizagao do Banco pa-
ra contratar a firma "The Pitometer Associates", utilizando os- fun-
dos do emprastimo, no valor de US$ 165,200.00, conforme previsto no
contrato de empr~stimo N9 757-BR Secgao 3.02. Item (b).

No aguardo do pronunciamento de Vossa Senho-
ria, aproveito a oportunidade para renovar os protestos de estima ealta consideragao.

Atenci samente

Eng9 J 0 OREIRA GARCEZ FI 0

perintendente

Ole



Sao Paulo, Brasil Dec. 1, 1971

SAEC

Terms of contract entered into between 3'AFC, Sao Paulo, located at

115 Ria Riachuelo - 5th. Floor, Sao Paulo, Brasil, and the company

"The Pitometer Associates", with its central office at 100 Church

Street, New York, N.Y. 10007, USA, for the purpose of consulting,

assisting and training engineers of SAEM, on matters relating to

the water distribution system.

On the day of the month of of the year

, in the Capital City of the State of Sao Paulo,

on one hand, the SAEC of Sao Paulo, hereinafter referred to as "SAEC",

represented in this act through its Superintendente, Eng. Joao Moreira

Garcez Filho, and on the other hand, the company The Pitometer Associates,

represented in this act through its President, 1r. -. Shaw Cole, here-

inafter referred to as the Contracted Party, the folloing was agreed

ind covenanted, before the undersignel witnesses:

- I -

The purpoze of this conLract is the carrying out of a research and

consulting prograri of the operating condi-Lions of the water network,

specifications and designs of SNEC.

- II --

The survey object of Clause I shall be adc bry teams of technicians of

SAEC, ad-:ised and supervised by e.%erts of the Contracted Party, w'1o

shall naintain a constant sxuervision and training of the personnel

appointed by SAEC, assisting thc.- in the interpretattion of the rezUlts

of the re7carches to ba vade, instructing thef on the results of the

lu i helxiug tEii itO QcveloZ tne n cessa'ry skill endi qul-

ification to ussure the carrying cut of a roram consistont with the.

reqtireents of c and nake ::,-stios >nd rc- o>,endations on

-xstin tndards and 2 cification3 a ouItlined Claue- ITI
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The main items of the training to be provided by the Contracted Party

are the following:

1. Continue the training and supervision of the SPP staff in:

a.) The location and elimination of underground leakage and

unauthorized use of unmetered water.

b.) The field measurements of flows and pressures in the trunk

main grid, and the determination of pipe carrying capacity.

, c.) Hydraulic calculations required in analysing distribution

system capacity and design of necessary improvements and

reinforcements.

2. Study of SAEC's existing standards and specifications with the

object of offering suggestions and reccmmendations covering the

following:

a.) Reinforcements of the distribution grid.

b.) Design and construction of large diameter pipe including

steel cylinder pipe.

c,) Construction and operation of booster -umping stations.

d.) Design and construction of water storage facilities.

e.) Hydraulic acceptance tests covering the p:rformance of purps,

master meters, and large diameter pine lines.

- IV -

A skilled engincer of the Contracted Party's staff, experienced in the

atter, shall be in charge of the aforementioned training. The said

engineer shall be appointed for such seriiccs as are mentioned in the

preceding clauses for a niaximum pariod of five years, as follows:

a.) Dairing 1972, 2 visits ':Jill be made to Sao Paulo by one of

the Contracted artys P-inci-al nginzer, aac vizit to

include 10 full working days in Sao Paulo. The pur :ose

of the visits will b-c to
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maintain the interest and activity of the Pitometer Section

during the interim period between January 1972 and the start

of the 2 year residency period described in Paragraph "b"

below. This interim period will allow SAEC to complete the

organization of the Pitometer Section, build suitable quarters

for its staff and equipnent, and obtain necessary data listed

in the "Interim Program" annexed to this contract.

In each- of the two visits, the ouelity and quantity of the work

done in following the "Interim Program" will be evaluated, and

modification of the Program will be prepared for work to be

carried out until the next visit or the start of the second

period of residency in Sao Paulo.

During the second of the 1972 visits, a definite date will be

set for the start of the full time residency in 1973, such

date depending on the stage of preparation of the Pitometer

Section as regards its ability to undertake further training

effectively. The starting date of the second period of resid-ncy,

in 1973, shall be mutually agreed upon by. A and the Contrazted

Party.

The dates of the two visits in 1972 shall also be mutually

agreed upon by SAE, and the Contracted Party.

b.) Starting in 1973, a second period of residency in Sao Paulo

by one of the Contracted Party's fully cualified engi4neers

backed by the cooperation of their home office and their

Director of Cverseas Coerations.

During the course of the training their Director ;orseas, or

one of their Principal anrinee rs, wi1l make 3 visits during

each 12 month neriod, cach visit covering at least 5 full

working days in Sao Paulo.
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c.) At the end of the 2 year residency period, at the option of

SAEC, one of the Contracted Party's Principal Engineers will

make 4 semi-annual visits to Sao Paulo. Each of these visits

will be for a period of 15 full working days in Sao Paulo,

the objective being to review the work done and progress

during the preceding 6 months, and help plan the work to be

carried out in the next 6 months. These visits would help

insure the continuing development of the Pitometer Section

and allow introduction of the latest technical advances in

the field as they develop.

d.) At SAEC's option, the Contracted Party will cooperate in

the further training of one or more of the SAEC engineers

in water distribution and control in the United States of

North America. Those chosen for such further training will

spend 3 months doing field work in various cities designated

by the Contracted Party. Visits will be made to study latest

methods of control and equipment in actual use, and to

manufacturers of such equipment.

- V -

The Contracted Party shall send to SAEC monthly reports on the

development of its activities and a final report of services rendered,

with the conclusions arrived at and the pertinent recommendations.

Copies of said reports shall be sent by SAUC to the International

Bank for Reconstruction and Development.

The Contracted Party shall provide the International Bank for

Reconstruction and Development with all information, regarding the

carrying out of the Program, that may be requested by said Bank.
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- VI -

In addition to the normal staff of the Pitometer Section, SAEC shall

provide, for the use of the resident engineer, a suitable automobile,

motorist, office space and secretary.

- VII -

U.S. Dollar Compensation:

a.) For 2 visits during 1972 - EIGHT THOUSAND DOLLARS (USS8,000.00).

This sum covers: the services of one of the Contracted Party's

Principal Engineers during the 2 visits to Sao Paulo, each visit

covering 10 full working days; his living and traveling expenses.

b.) For services during 2 years - ONE HUNDRED AND FIFTY-SEVEN

THOUSAND T-O HUNDRED DOLLARS (US$157,200.00). This sum covers:

the services of one of the Contracted Party's experienced

engineers resident in Sao Paulo during 2 years; his living and

traveling expenses, and all fringe benefits; the full cooperation

of their home office; three visits to Sao Paulo every 12 months by

their Director Overseas, or other of their Principal Engineers,

each visit to cover at least 5 full working days in Sao Paulo.

c.) For semi-annual visits for 2 years - TUENTY-ONE THOUSAND SIX

HUNDRED DOLLARS (US$21,600,00). This sum covers four visits to

Sao Paulo, at approximately 6 months intervals, by one of the

Principal Engineers of the Contracted Party, each visit to

include 15 full working days in Sao Paulo.
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d.) For further training in the United States, no charge, it being

presumed that SAEC would undertake to cover their engineer's

salary and expenses (travel and living)- during the proposed

three month training periods.

SAEC may request, in writing, extra visits by one of the Principal

Engineers of the Contracted Party on the following basis:

A day - TO HUNDRED TWENTY DOLLARS (US$220.00) - a whole working day

In Sao Paulo, and an extra day in order to cover the time

spent in traveling, each time he comes to Sao Paulo.

Trip - ONE THOUSAND DOLLARS (US$1,000.00) - each trip.

Daily Allowance - THIRTY-FIVE DOLLARS (US$35.00) - for each day in

Sao Paulo.

- VIII -

At the option of SAEC and upon a previous understanding between the

parties hereto, a second skilled engineer of the Contracted Party

shall be made available, rendering his services in Sao Paulo for an

extra annual cost of FIFTY-EIGHT THOUSAND EIGHT HUNDRED DOLLARS

(US$58,800.00).

- Ix -

The prices set forth in this contract include no tax due outside

the United States, therefore, if any, they shall be paid by SAEC,

provided they are required in Brasil.
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-X-

The Contracted Party undertakes to render technical assistance, in

other cities where similar work to that dealt with herein are being

carried out, to any of SAEC's personnel appointed to visit them,

all of the corresponding expenses incurred being for the account

of SAEC.

- XI -

Payment:

Training:

The Contracted Party shall receive from SAEC payments as follows:

1. For 2 visits to Sao Paulo in 1972 - US$4,000.00 each, payable

at the end of each visit.

2. For one resident engineer in Sao Paulo commencing 1973,

monthly payments of US$6,550.000 each, payable at the end of

each month's residence.

In the event SAEC elects to use the services of two resident

engineers, SAEC shall pay, for both, ELEVEN THOUSAND FOUR

HUNDRED FIFTY DOLLAPS (US$11,450.00).

3. For 4 semi-annual visits, if elected by SAEC, commencing 1975,

US$5,400.00 each, payable at the end of each visit.

All such payments, described above, shall be made in US Dollars,

directly to the Contracted Party, in New York, U.S.A., or to its

order, in a bank of that City to be appointed by the recipient.
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- XII-

The value of this contract may not be over the amount of US$165,200.00

and shall be fully paid with resources from the loan contracts

n. 757-BR BIRD/SAEC, signed between the Government of the State of

Sao Paulo and the International Bank for Reconstruction and Development

on 21.6.71.

- XIII -

Any difference or -controversy arising during the execution of this

contract, which shall not be decided by common consent between the

parties, shall be settled by judicial arbitration according to the

Brasilian law.

For such purpose, the Venue of the Jurisdiction of the Capital City

of Sao Paulo, Brasil is elected, waiving any other however

priviledged it may be. This waiver is herein expressly manifested

by the Contracted Party, whose domicile is in New York, U.S.A.

- XIV -

SAEC undertakes to register this contract with the Central Bank of

Brasil, for the purpose of guaranteeing the right to remit the

payments due to the Contracted Party under this contract.

And, thus being covenanted, this text was drawn up, which, after

being read and found in order, is signed by all.

I, of SAEC, drew it up;

we, and

checked it, and I of SAEC,

checked and subscribed it.

VITNzkSSES: Eng. Joao Moreira Garcez Filho
Superintendente, SAzC

Mr. E. Shaw Cole
President, The Pitometer Associates

E.L.Puckner-Secretary
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ANNEX I

"INTERITr PFR0GRAhN"

Suggested list of work to be caIrried out by the Pitometer Section of

SAEC in 1972 and prior to the start of the 2 year residency period

in. 1973, as referred to in Clause IV, Part "a" of the attached contract.

1. Obtain accurate elevations and profiles of all trunk mains, reservoirs

(bottom of overflow pipe, too of filling pipe, bottom of reservoir),

pumping stations (floor elevation and center line of pumps), and

elevated towers (bottom of overflow pipe and bottom of usable

storage).

2. As the accurate elevations become available, measure and plot the

hydraulic gradients of the major trunk lines and determine the

W-H coefficients.

3. Continue planned program of testing and calibration of all master

meters and in-plant meters, thus establishing a control on the

quantity of water delivered daily by COASP.

14. Prcpare and use 100 meter test sections on all trunk mains close

to and distant from Treatment Plants, thus establishing a control

on quality of water delivered by C=IASP.

5. Continue research progran on "l'ateria Amorfa".

6. Obtain accurate detailed drawings of all inlet and outlet chambers

of reservoirs and pumping stations, AS CONSTRUCT2D, not as originally

designed.

7. Obtain complete data on all pumps, equipment and piping at pumping

stations as C=;3THTCTED and ?PESETLY operating. Su ggested forms

on file at SPP.

8. Continue and complete pump tests including determination of "wire-

to-water" efficiency by measurement of electrical energy input.

9. Work closely with the various regional offices to prenare districts

for measurement. Plan proper installation of valves and connection

of dead ends.
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10. As districts are prepared, make district measurements, sub-divide

if possible. Determine net per capita consumption, ratio of maximum

hour to average rate, ratio of minimum hour to average, consumption

per kilometer, allowable leakage per kilometer, consumption per

apartment unit, student p:r capita consumption in schools, etc.

11. Employ and train sufficient technicians to utilize fully all field

equipment.

12. Obtain definite schedule and plan of when, how much and where new

supplies of water will be delivered to SAEC, by COMASP.

13. Determine what, and when, modifications or improvements will be

made by COMSP regarding present sources of supply.

14. Assist the regional offices in organizing and implementing a

planned program of valve location and maintenance.

15. Assist the regional offices, particularly the Center Region, in a

planned program of location and installation of fire hydrants.

Include instruction and use of Smith Tapping machine.

16. Assist and instruct personnel of regional offices in use of Eueller

Tapping machine for 2" taps.

17. Continue detailed planning of pipa cleaning and cement mortar linihg.

18. Obtain and list date of installation and material of all trunk mains.
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SuPErrITENoENCIA OE AGUA N ESOTOS DA CAPITAL
Rua Riachuelo, 115 - 119 andar 01007 Sao Paulo, Brasil

CPE N9 36/72

Sao Paulo, 05 de abril de 1 972

Ilmo. Sr.

CHARLES MORSE

International Bank for Reconstruction and Development

1818 H Street, N.W. Date Recd.

Washington, DC 20433 Date

U .S .A . rg t

Prezado Senhor: -- ---

Estamos anexando a presente, o relat6rio so

bre sistema de controle de obras preparado pela firma SERETE S/A-

Engenharia, resultado do contrato n9 691/71 firmado em 17 de dezem

bro de 1 971.

Esclarecemos que o referido relat6rio ji /
foi apreciado preliminarmente pelo Eng9 Alan Thys, quando de sua

missao, em margo pr6ximo passado.

No aguardo do pronunciamento de Vossa Senho

ria, subscrevemo-nos,

atenciosamente

Eng9 Luiz Augusto de Lima Pontes

Diretor da C.P.E.

o0e
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SUP7=R: TEN3N1CZA A JA z "
Rua Riachuelo, 115 - 119 andar 01007 Sao Paulo, Brasil

CPE N9 35/72

Sao Paulo, 05 de abril de 1 972

Ilmo. Sr.

CHARLES MORSE

International Bank for Reconstruction and Development

1818 H Street, N.W.

Washington, D.C. 20433

U.S.A.

Prezado Senhor:

Em resposta a sua carta de 23 de margo de 1 972,
estamos encaminhando c6pia do balango da SAEC correspondente ao e-

xercicio de 1 971 (Contabilidade Pablica).

Segue junto tambem, o balango resultado da Conta

bilidade Empresarial que estamos implantando e que devido ainda a

problemas existentes, apresenta algumas ressalvas que estao anota-

das no rodap6 do referido balango.

Sendo s6 o que se apresenta na oportunidade,apro

veitamos o ensejo para renovar a Vossa Senhoria, nossos protestos

de estima e alta consideragao.

Atenciosamente

Eng9 Luiz Augusto de Lima Pontes

Diretor da C.P.E.

04



suPERiNTENOENCIA DE AGUA r ESGOT09 DA CAPITAL

Rua Riachuelo, 115 - 59 andar - 01007 Sao Paulo, Brasil

Sao Paulo,Z3 de margo de 1 972

Of.GS-1 11/72

Ilmo. Sr.

CHARLES MORSE

International Bank for Reconstruction and Development

1818 H Street, N.W.

Washington, DC 20433

U.S.A. D c '- --- - - -

Prezado Senhor: -~

Considerando os resultados obtidos na concor-

rancia internacional n9 16/71 e tendo em vista as perspectivas futu-

ras, bem como permitir o total e constante desembolso do empr6stimo,

solicito a elevagao do indice de 20% previsto na categoria IV do Ane

xo 1, para 37% conforme estipula o item 4. (c), do referido Anexo.

No aguardo do pronunciamento de Vossa Senho -

ria, aproveito a oportunidade para renovar os protestos de estima e

alta consideraqao.

Atenciosamente

Eng J RE IRA GA EZ FILHO

uperintendente

018
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INTERATIONAL DEVELOPMENT INTERNATIONAL 13ANK FR INTERNTOA T
ASSOCIATION. RECOSTRUCTION AND DEOPMET /tRAIONf

INCOMING CABLE

DATE AND TIME R 0 U T II
OFCABLE: MARCH 29, 1972 0954 A6tO&

TO: IgN'ianm Date Ack'd. - ------- NO~MTO

Imish ggAssigganed to COPY:

TWO FOBR MREi

AAa aW LANgS 757 A0D 758 STATE HAS DIERTE TMW@ TO N PROJECT

OTNER SECTORS AND MAS NOT CnOrrTED NACHIMG FUNDS TO ACTIATE E5K-FZ

LOANS pRWWCTS IND00rMTAI MOULD BE SMRIOUT DELAYED. DUTT AND

MISSION HAVE I)ISCUM0D SITUATION AED REQUSTED STAT AUTHORITIES TO

3CEASK FUNDS AMDCATED TO PROJECTS DUTT 01 BTURN TO WMEMTaNo WIL,

BRIE YOU LATEST DEEOMENTS. PMESX INFORM SXIrLI.MS-

H&TA lagNTIFIATION MISSIN pRorsMMIN To NORTHEAST WITH NH FROM MRH3

TO APRIT 11.- pFAME SR AL. COMMCNATIONS TO BANK OFFICE AT RIO.

FAMILY NOTIFICATIONS EEING MJ FORt MER- TYS AND RINGSKOG

ORIGNAL
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Yawsh 23. 1972

RUg. Luis Aulmoto do Lisa POmtos,
Diretr, Cpes.,
kperintndaenai do Agvt a ogotes d. apital,

Rha Ria Uao, 11 - 11 fl45W,
a0O7 Sao Paulo - Brasa.

Doer Dr. Lima Peuteos

Lmmn 757-BR-S&*,Paqlo water p3,

Thamk yw for your letter CFE-27/72 of Mareh 15, 1972, orngioing
a eogy of the ontraot between SARC and Arthur Anderson & Go., for the
audit of thi 1971 asoounta. This f12r J# asSqptablg to the Bak for
Purposes of Seetion 5.02 of the Lea Agrint, and we look forward to
re 0iTvig CPY of their rSPort an soft as availabln.

We would appresate rom&.4ing a gop of MEW 3 1971 aos0unto
mWo, in advan of the amdit . be* in te form "Cantabilldade ptajtos
(as pUish4o in hs ODarie QWL014") and in th now far ('n0 4ta ade
avreoarialu), if avaIlab1e.

Very truly your*

Oharle. )Ierm
Ok sf, Water Supply xvia II

PublS* UtItes, Projeato Dpartamt

EWill ams: oa

IBRD

Control BRA-2-1

cc: Mr. Dutt(Area)
Mr. Clyde (Legal)
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INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION I RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
Messrs. Thys and Ringskog DATE: March 1T, 1972

FROM: Charles Mors'-

SUBJECT:
BRAZIL - Project Identification Mission

Supervision of Loans 757/756-BR
Ters-of-eference

1. You should leave Washington to arrive in Rio de Janeiro on March
19. Your mission in Brazil should last about three to four weeks.

2. In Rio, you should coordinate your program with Mr. Dutt' s of
the South America Department, and have initial discussions with the Natio-
nal Housing Fank, to prepare the ensuing project identification mission
in the states of Bahia, Sergipe, Alagoas, Piaui, Ceara and possibly Santa
Catarina and Parana. You should consider various alternatives of financing
projects with BNH, but keep options open until the matter can be reviewed
in the Bank.

3. From Rio you should proceed to Belo Horizonte for discussion
with the State Water Supply and Sewerage Company (COMIAG) on possible
projects in Yinas Gerpis.

h. From Belo Horizonte you should visit the states mentioned in
paragraph 2 and then the city of Santos to try to identify water suopolv
and sewerage orojects suitable to Lank lending. At this early stage,
you should try to identify projects of a sufficient size to warrant Lank
involvement, with manageable institutional problems, and in which the IADB
is not involved.

5. You should th'n proceed to Sao Paulo to review the progress made
in the implementation of the orojects financed by Loans 757-BR and 758-BR
and in particalar, discuss with our borrowers (i) the preparation of the
final engineering designs and (ii) schedules for bidding and construction.

6. On your return to -T-shington, on or about April 10, you should
prepare a Back-to-Office and Full Peports on your identification mission
and your su rvision missian.

AThys: oa

Cleared with and cc: xr. Skillings

cc: Messrs. Chadenet, Baum, Rip-nan, Lee, -an der Tak, Weiner, Anmstrong, Wrfor
Howell, Jennings, Shit, 2aeed, Bomani, Dutt (), Helne, Clyd.

cc: Division File, Central Piles (2)
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SUPERINTENOENCIA 0E AGUA E ESGOTOS DA CAPITAL

Rua Riachuelo, 115 - 119 andar - 01007 Sao Paulo, Brasil

CPE N9 27/72 Sao Paulo, 15 de margo de 1 972

Ilmo. Sr.

CHARLES MORSE

International Bank for Reconstruction and Development

1818 H Street, N.W. Dte Ree'd ' , _

Washington, DC 20 433 ate Ack'4.

U.S.A.

Prezado Senhor:

Estamos encaminhando uma c6 pia do contrato assi

nado dia 03 de margo de 1 972, entre a Superintend~ncia de Agua

e Esgotos da Capital-SAEC e a firma Arthur Andersen & CO., para

a prestagao de servigos de Auditoria Financeira, relativa ao e-

xercicio de 1 971.

Sendo s6 o que se apresenta na oportunidade, a-

proveitamos o ensejo para reiterar a Vossa Senhoria nossos pro-

testos de estima e alta consideraqao.

Atenciosamente

Eng9 Luiz Augusto de Lima Pontes

Diretor da C.P.E.

RUA RIACHUELO, 115 - SAo PAULO
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INTERNATIONAL BANK FO
Fogm. No. 7 5 RECONSTRUCTION AND DEVEL T(2.60)
INTERNATIONAL FINANCE ERNATIONAL DEVELOPMENT

CORPORATION ASSOCIATION

Date
ROUTING SLIP

NAME ROOM NO.

X To Handle Note and File
Appropriate Disposition Note and Return

Approval Prepare Reply

Comment Per Our Conversation

Full Report Recommendation

Information ____Sinature

Initial _ Send On
REMARKS

I think this docment belor to you.

From . Er i %



SuPERINTENoENCIA oE AGUA E ESGOTOS DA CAPITAL

COORDENAQAO DE PROJETOS ESPECIAIS

Rua Riachuelo, 115 - 119 andar - 01007 Sao Paulo, Brasil

CPE N9 20/72 Sao Paulo, 03 de margo de 1 972

)AA75 7- (3h

Ilmo. Sr.

CHARLES MORSE

International Bank for Reconstruction and Development

1818 H Street, N.W. C

Washington, D.C. 20 433

United States of America

Prezado Senhor:

Estamos encaminhando para conhecimento e aprova-

o do Banco, o relat6rio preparado pela firma Serete S/A - Enge-

nharia s~bre a Concorr~ncia Internacional n9 16/71.

subscrevemo-nos, No aguardo do pronunciamento 
de Vossa Senhoria

atenciosamente

Eng9 Luiz Augusto de Lima Pontes

Diretor da C.P.E.

RUA RIACHUELO, 115 - SAO PAULO



Country -RAZIL Loan # 737/758 Project
Credit #
investment #

Title and Description
Sistema de Controle de nbras.
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U.

Document
Daten :.:arPrepared By SAEC
Date 1.7arch/72

Transmittal Letter From Document #
No.

No Letter-Copy
Date Card for File 3
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Coutryan #73 1-/o Project
C O u n try 

- r n es m nCredit #

Title and Description

Programa de Obras.
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E0.

Document Prepared By SAEC
Date Feb/72

Transmittal Letter From Document #

NF. No Letter-CoPY



OTGOING WIRE
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OT GOING WIRE E Dai ae

COUNTRY: RI

TEXT:
Cable No.:

AOADOM TAGS517 DZ ZU UIOM meStTt (jo MI qmaSXfM
A0iggg

Tank you for your letter GS-51/72 datedFeray30on*nignaccountng enuultvzt. We regret tat h inomtin _V6 ag a"

AUT14ORIED BY-Marles Moes Iq CEMACES AN COPY DISRITIf

DEPT. Publi Utdati at Mr, Tby
SINA.R rx K



T

T,:j PTT - --

Fi 5 53

cp~ e m g t a b G M UN CAT 06 Da P (ft* ) p co i S F a17p

4~ ~~~~~~~. u Iyels I.ne T!m-sepye(eem

.... .. u . ..... . .. .. ..... ...

TT 10

7q .T . ..- .Lc ~

rw m rvs I.,n o1

2 ITe F

arM bv rnmi

ER}~~~~ D00OVCSMrI- pre

E sheey segl gaT -0-

.. ... ......... y. ..



roboary 17, 1972

T1wx botmmt Of.-GS/S-n. /72

] Uw. sr.
40" morwim Gamres F5lum

a pital
ARaemaloaaa I1 . 52 ne
ago, Pa*1O, S#*aM do Si' PA1

Rats w

TA repgy to y4 r lottar E Febrasey 2, 172, the Buk h" no
ObJ4*ties to YOur prwp000l to r*Plae the gaM440 dAt& p""Swifg *quJ4P*
ment at an esatiated cst of V047,Op eqvIvalmt, of abl" the foavign

Oncmap eemnent wm)d be 1egiabW t b rhe loa.

th a herebase vouU be subject to 1a)nal bidqig in
acemrdAme it the Do's prinar.m dS . MOr, to emblo

SAW to prepae adegmat. Qw..ificatms, p iaM08O ith
potenAl S-pp et - qu:Lywmt 14d be .mmw7 IA .p4dV to Wine
Use equipment' a presise -IAap liis and the positJi for modifl.
catin to suit Ua's needs. we proS fros As x 4r _ your letter
tat this is how ytu are pgt* mtter.

Durifg theftpeimnr diawaums' %be rolo (it awW) at
0490saVi equipment suppler In tko conversion of raw PTOmt

d4ta proa.4sifg progamw A sstewo to the new equ ipment sa3Ab *e
th*5mguay 0plored. 8U= dhA also enswe that It a" armg for

its partnael to be trained in uw of the w Wpimt, sime +*
supplier mu -t be viling to undextake this as part of the ws, prieS.

The taenr 4.wam+4s shm34 mAw clear the basis for evluating
bids and clearly L4nty aspects ot evaluation %uAh saawt be qatfimd.

In gema1l, humver, Wv iqgn that it be specifically stated that t*e
Avaluatian Vll be on the ba" Of the equipment m bic smteU' U s meds

W 'Propvma e AtUK5AisL , avbm estiYL7Y Wa



no*. 3r.
40" xva Oenme Fate rWm 17, 1972

at the l st. price, utt rtopg to ag aitjl4 Opa m3twm 14the wU w* ew W las US thetr P904101.

BOOMAIII of thle Upgernime of aftwe-ealb Oavi., ra-e.
that yOWa N GGAr that tA* V L'PpiWsl ability to provide tMa WSrvi*e
I=1 be a aJ Or fa&ter in b" awalzation.

WI look torward tO 1s4ev" tb* dstt biddiag 4samento for
apprMVw at Af Ogw2 date.

charlas A. Norgs
f, WtAR &AX DLvis II
PsbU DUtl * Dartet

cleared with and cc: Mr. Jennings

cc: Messrs. Helne (Controllers)
Dutt South America Dept.
Berrie (PUD)
Thys

E.Williams/J.H. Jennings:vb

Control No. BR-2-48
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SUPERINTENDENCIA DE AGUA E ESGOTOS DA CAPITAL
GABINETE DO SUPERINTENDENTE

SAEC
Sio Paulo, 0 de fevereiro de 1972

Of.GS/n9 51/72

Ilmo.Sr.
CHARLES MORSE
DD. Chefe da Divisio de Suprimento de Aguy,5ip.n

Departamento de Projetos de Utilidades Publicas JV
B I R D
1818 H Street, N.W.
Washington D.C. 20 433
U.S.A.

Prezado Senhor Morse:

Agradecemos sua carta de 1 de fevereiro pp.,

enviada em resposta nossa GS-S n9 18/72.

$ com satisfagso que tomamos conhecimento da

concorda^ncia d~sse Banco em permitir a utilizargo dos fundos pre -

vistos no i'tem 3 do Anexo I do Contrato de Financiamento 757-BR /

para fins de custear o Convenio, em prorrogagao, que esta Autarquia

pretende assinar com a Organizago Pan Americana da Saude - OPS,

com a finalidade de melhoramento administrativo de seus servigos.

Estamos de acordo em excluir a parte relativa /

s Bolsas (Becas viajeras) e os cursos de treinamento.

Prosseguiremos os cortatos com a O.P.S. a

respeito do assunto, a fim de serem acertados detalhes finais e envia

t'emos , conforme solicitado, uma copia do novo Convenio quando o

mesmo houver sido assinado.

Verificamos que, em sua carta, V. Sa. referiu-

se i questgo da contrataggo de um consultor para a 6 rea de adminis

traggo financeira (Contabilidade) pela SAEC.

Como esse assunto nio foi tratado em nossa /

carta GS/S n9 18/72 porque trata-se de materia da exclusiva compe-

tencia desta Autarquia, de certa forma estranhamos que o mesmo fos

se abordado, e com tanta enfase em sua carta de 1 de fevereiro.

01.7
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BANCO NACIONAL DA HABITACAO

10 ) E jAN I N O, D E FVE EI R, DE 72

LMO. k.

I TE k AT1 ILAL A K F. E7COf '.2T UCTION AN V2 P T

I TREE T -

REZAtJ '-NH R,

CUS () "FCE lMEN'Tf DE UA CAFTA DE DO

CORREITE, JUNhT' A QUE E -EV I OU 0 LICUENT E TRAALHO SorE

AGUA POTiVEIL E- E.G) -.

;'0 0S MEU S I NC ' AG RADEC 1 UT S 'E L

lVI , A P 'NT0, -LIIL AU M IrA

JORDUIA I > SAUIA Ef

RELI DETE

Mod. 15
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BANCO NACIONAL DA HABITAQAO

10 DE JANEIRO, I I DE FEVEREIRO DE 1972

ILMO. R.

UR. RQBE T F.A ILLING,

INTERNAT IONAL DANK FO' iECONSTRUCTION AND 'EVELOPMENT

1318 H )TREET - N. .

A I NG TN

REZADO AENHOR,

ACUSO 0 RECEBIMENTO DE SUA CARTA DE 2 Do

CORRENTE, JUNTO A QUE ME ENVIOU 0 DOCUMENTO DE TRABALHO SOSRE

AGUA POTAVEL E ESGOTOS.

Co OS MEUS SINCEROS AGRADECIMENTOS PELO

ENVIO, APRESENTO-LHE AS MINHAS

CORDIAlS SAUDAQOES

UBVN VAZ A (C5 T
PRESI DENTE

Mod. 15
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SUPERINTENDENCIA DE AGUA E ESGOTOS DA CAPITAL
GABINETE DO SUPERINTENDENTE

SAEC
fis.2

Of. GS/n9 51/72

Supomos que esse fato decorreu dos entendi-

mentos havidos com o pessoal da O.P.S. ai em Washington.

Assim sendo, e, inicamente em atengao ao

BIRD e a V.Sa., desejamos esclarecer o nosso ponto de vista a

respeito.

Preliminarmente devemos dizer que nunca /

foi nossa intengao admitir como consultor, na area de contabilidade,

qualquer elemento do Ministerio da Fazenda, tal como, equivocadamen

te V.Sa. foi, ao que parece, informado.

O que fizemos sentir vdrias vezes ao Dr. J.

Hilbourg e ao Lic. Jayme Mantilla, da O.P.S. foi que, achamos pos

sivel encontrar em Sio Paulo um profissional local, altamente quali-

ficado, com experiencia em contabilidade empresarial e que poderia /

atender is necessidades da SAEC, nessa grea, mediante uma remune

ragio inferior tquela que a O.P.S. pretende que se pague por um /

consultor permanente por ela indicado.

$ste profissional local, o qual, repito, nao se

ria proveniente do Ministerio da Fazenda e de preferancia nem mes-

mo vinculado a qualquer Orgio Plblico, j6 que n5 o nos interessa um

elemento com experi~ncia em contabilidade publica, teria o seu traba-

lho assistido por um consultor temporgrio da O.P.S. , na grea, me-

diante programa a ser estabelecido.

Quanto t citaggo nominal em sua carta, do /

Lic. Enrique Alba, devemos esclarecer que, pelo Conv~nio ainda vi -

gente, que deverg expirar em abril p.f., o Lic. Alba deveria estar /

em Sio Paulo desde os primeiros dias de janeiro para prosseguir o

seu trabalho.

O referido consultor nao veio a Sio Paulo e,

por seu turno, a O.P.S. nio providenciou ate agora, a vinda de ne -

nhum substituto seu, bem como esta Superintendencia nao recebeu /

./.

Q/f7



SUPERINTENDENCIA DE AGUA E ESGOTOS DA CAPITAL
GABINETE DO SUPERINTENDENTE

SAEC
fis.3

Of.GS/ng 51/72

qualquer comunicaqgao oficial da O.P.S. a respeito da aus~ncia do

consultor Enrique Alba.

Como e natural, o nao cumprimento do /

programa previsto para janeiro estg causando atraso no desenvol-

vimento do mesmo.

Assim, n~o e conveniente, sob forma ne -

nhuma, a esta Autarquia a contratagio do Sr. Enrique Alba, su -

gerida em sua carta. Mantemos o nosso ponto de vista a respei -

to do assunto e que e aquele que foi transmitido aos representan-

tes da O.P.S. e estg acima explicado.

Sem mais, subscrevemo-nos

Atencio ente

ENG9 OREIRA G EZ FILHO

S/p intenden

JMGF/maap.

01V



SUPERmNTENDoENCIA OE AGUA 9 ESGOTOB DA CAPITAL

GABINETE DA SUPERINTENDENCIA
R. RIACHUELO, 115 50 ANDAR, S.P.

Of.-GS/S-ng 1.072

Sao Paulo, 2 de fevereiro de 1 Q72

intertiational Bnk for Reconstruction
and Development
1818 H Street, N.W.
WASHINGTON, DC 20 433
U.S.A.

Ref: Equipamentos de Processaimento

de Dados

Prezado Senhor:

Em 17 de fevereiro de 1 971 recebeu esta Supoe-

rintendgncia carta dessa prestigiose organizaqao com relagio

ao assunto em epigrafe, onde o Banco sugeria a instalai7o de

10 mrauinas UNIVAZ 1701 perfuradoras de cartgo e urma impres-

sora Adicional, onde se estimava um custo de US$ 150.000.

De posse dessa colaboraqio, e tendo em vista os

trabalhos de reforma administrativa que estavam se desenrvol-

vendo na SAEC, contando par@ tal com a assessoria da Organiza

(go 1anamericana de Saude - OPS -, se considerou mais conve -

niente es5perar os resultados dtsses trabalhos, a Vim de se po

der dimensionar coin maior segurangy os equipamentos de proces

samanto de dodos necessarios.

Com os resultados dos trobalhos s m r ,enciona

dos elaborou a SAEC, ntrav's do consultor da OPS Lic. 2arlos

Escobar, um estudo preliminar de viabilidade para aquisigi3O

de novos equipafmentos, cuja copia segue anexo i presente.

CM/



SUPERINTENDOENCIA OE AGUA E ESGOTOS D3A CAPITAL

GABINETE DA SUPERINTENDENCIA

Of.-G'/S-ng 40 72 R, RIACHUELO, 115 50 ANDAR, S.P.

tote estudo concluiu ser necessario adcuirir no-

vos equi miientos com a finalidade de gprantir a Opersgso e pro-

cessemento do sistema de arrecadaqgo e faturiimento, absorver o

crescimento de consumidores devido ao progra de ampliagco do

sistema distribuidor de Ags e coletor de esgotos, e atender ou

tras .reas da sAE2, cujos rogramas se encontrem em rdn nto.

0 custo previsto oara 'ssa s(_uipamento estg or-

ado maproximdnete US 700.000.

0 contrato de emprestimo BIRD LOAN 757-BIR preve

recursos ara a compra desses equipamentos na categoria II do

ca Itulo I, iten 1.

Considerando o acima exposto, consultamos V.S.. so

bre a possibilidade de se adquirir ^sses quipamentos com os re

cursos supra citadoc.

Na expectativa de utma breve resposta, 3proveitamos

a oportunidade rara reiterar a V.S,. nossos protestos de clevada

estima e considerago.

Atenciossiate,

Eng( . J 0 "II 012 FI1H1-10
onerintenden te

0/,



Febraar7 1, 1972

Ilmo. Eng. Joao Moroirs Garoom Filho,
Sqpmantendente,
Suporin+onfinia do A e Eogotoo da Capital
Rua RiUchaalo 115 - 5amurp
MO07 Sao Paulo, Brasil

Mbject: Sao Paulo Wate ProjetLoan 77-BR

Dear Dr. Gores Filho,

Thank you for your letter of Jaliay 12 rftrone GS/S-No. 18072.
We have discussed your proposal with Pan aerieaa Health Organization
(PAMU) headarters officials, *h. wplained to us that ym favor a
leal eonsultait, possibly from the X1nistry of Finnmos, as yor full-*
tine adviser in finansail amu-al tration.

Naturally, as vlams a winforsa t of SAEC I aemautig pfrtnu.l
by qalUfied lowal officials, but it is possible that a oonsultant fro a
Ministry would be experienced pr a tly in "Coantabilnd P=aa"
and we are not certain that this would be azW nor* advantageous than using
SAEC's existins staff. We believe that expervision of the introduation
of a oaammial ameounting systom can best be dow by the coultant who
devised it, namely Lie. Erique Alba. We understand that you arm proposing to
utilie his services for about throe months in 1972 and it will be useful
if you could considr extending this perio4 to five aonthi, so a to
enale bla to covsplto his U*s.

The provision for fllowuips ("Boom viajeraso) and traning
courses m not be legally eligible for inl4usion in the loan sin**
these r* not settly "Consultants' Services". Accordingly, we
suggest that they be euded froa the estimate of US$ 173,000, and
replaced instead by a proportion of the salary, ete. of the PNmannt
Coordinator fro April to Doombr 1972. (At present his salary for 1972 is
shargsd vholly to the "Conveio Existonte".) No doubt you will ish to



UMe.* .. Ba . e Fi.o .. ,r1, 197

disoms th" with PAHU.

,Xbjoot to tah foreogoig, me ocaftm thAt it lDOl in Order to
1a2U reiSIurmint Of tfar4.pf Onb"g pnm .nU to PAUO, or altrwtively
to reqst dirot pmit by the Ba* to PARU. I 14 be mocesary to

SmM gs a eoy of your .matmt 1dt PAW.

70W7 trulyF yotwom

4sbArl.a A. Morse
cis 's, water soppay Divisimn I1

PaNkU UlitUU Pmojts Dopartowt

es. Ws /
ER WUiemtyk

IBD

clearo vith and ooa Sat& huwica Dept. (Mr. Diitt)
Cont erol ow (Mr. Etzm)

ect T4-8/Willim"

Contral BE - 2 - 19
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cc: Loan Documents
CDavis/enh , x

Jamary 19* 1972
Sueriutendwsj do Agua e Eagotos da Capital
Rua Riaohaelo# 115-50 and&
Sao Palo Braull

Re: Loan No. 757 BR
Loan Service Payments Due in Various Currencies

Gentlemen:

In accordance with Section 4.05 of the General Conditions applicable tothe Loan Agreement of the above-mentioned Loan the International Bank forReconstruction and Development will, until further notice, accept U.S. dollarsor Pounds sterling and attempt, as your agent, to acquire the currencies actu-ally payable to the Bank under the Loan.

In case you accept this offer for the above-mentioned Loan, our SummaryStatement of Account requesting payments in the future will show the amount duein each currency and the estimated U.S. dollar or Pound sterling equivalent.Upon receipt of the dollars or sterling, the Bank will purchase the requiredcurrencies 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 theexact amount of dollars or sterling required to purchase the currencies due tothe Bank. Therefore, the amount of dollars or sterling requested by the Bank maybe 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 thedifference is significant the Bank will refund the overage to you upon requestor ask you to transmit the shortage to the Bank as soon as possible.

Receipt by the Bank of such dollars or sterling will not constitute fulfill-ment by the borrower of its payment obligations under the Loan Agreement, Suchpayment obligations will be fulfilled only when the Bank has acquired the neces.sary currencies due to the Bank. Therefore, ary borrower who wishes to acceptthis offer must transmit the dollars or sterling to the Bank at least five workingdays in advarne of the regular payment date of the loan. This is particularlyimportant as some of the amounts due must be paid to others who have purchasedparts of loans from the Bank.

No. 16.05
(6.69) 2/cont'd



-2-

Re: Loan No. 757 R Jw 19 12

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

Sincerely yours,

N. aabrial

Enclosure

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

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

and Development so that it may, as our agent, attempt to acquire the curren-

cies due under the above Loan and apply them to the payments thereof.

Date By
Authorized Representative*

* Please ensure that the currency not chosen is crossed out from the aboveauthorization; Wpdthe person signing isdly authorized for this purpose.Those persons authorized for signing withdrawal applications are not nec-essarily authorized ftdefgning this type of document.
'Iij

NO. 16.05
(CONT.)
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Mr. Georg Gabriel January 14, 1972

Leopoldo Cancio

BRAZIL: Loan No. 757-BR (Sao Paulo Water Supply Project)

The Loan and Guarantee Agr.,Rents for the above loan became

effectivo January 13, 1972.

bwc

cc: Mr. Skillings
Mr. Dutt
Mr. More*
Mr. Helne
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Mr. Gunter K. Wies. January 13, 1972

Devbrat Dutt

VAZIL - Effectiveness of Sao Paulo Water Supply and Pollution Control
Loans (7$7 BR and 758 U)2

In late December I9Ml we postponed the last date for effective-
ness of Loans 757 E and 758 BR to January 28, 1972. Eventhough we were
satisfied that the substantive conditions for effectiveness of these two
loans have been met, we did not receive the formal documents by the end
of December. Since then the have been received and examined in
Legal Department. The Legal, Controfler's, Projects Departments and we
are satisfied with the papers and recomend that these two loans be de-
clared effective. Attached cables are for your signature.

DDutt:pv

JO '--,
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(3 7 O
INTERNAT' .NAL UtVLOQ N INTERN ATONAL BANK FO? INTEPN'A ONAL FINANCE

ASSOCiATION RECONSTR CTION AND DEVELOPMENT COPPORATION

OUTG OING WI RE

To: SUPERINTENDENCIA DE AGUA E DATE: JANUARY 13, 1972
ESGOTOS DA CAPITAL

CLASS OF

RUA RIACHUELO 115-5* ANDAR SERVICE: * 4Bi-GOVT

SAO PAULO
COUNTRY:

BRAZIL
TEXT:

Cable No.:

AM PLEASED TO NOTIFY YOU BANK ACCEPTS EVIDENCE SUBMITTED IN FULFILLMENT

CQNDITIONS PRECEDENT TO EFFECTIVENESS OF LOAN AGREEMENT SAO PAULO WATER

SUPPLY PROJECT DATED JUNE TWENTYONE 1971 BETWEEN BANK AND SUPERINTENDENCIA

DE AGUA E ESGOTOS DA CAPITAL AND GUARANTEE AGREEMENT OF SAME DATE BETWEEN

FEDERATIVE REPUBLIC OF BRAZIL AND BANK STOP CONSEQUENTLY LOAN AND GUARANTEE

AGREEMENTS BECOME EFFECTIVE TODAY JANUARY THIRTEEN 1972 STOP PLEASE CABLE

CONFIRMATION RECEIPT THIS CABLE REGARDS

GUNTER K WIESE
DEPUTY DIRECTOR
SOUTH AMERICA DEPARTMENT
INTERNATIONAL BANK FOR RECONSTRUCTION

AND DEVELOPMENT

NOT TO BE TRANSMITTED

AUTHORIZED BY: Gunter K. Wiese CLEARANCES AND COPY DISTRIBUTION:

4 AMEcleared with Projects Mr. Morse
NAME Leopoldo Can'cid cleared with Controllers Mr. Helne

D/EPT.
Legal Department(--

SIGNATURE
SIGNATURE OF INDIV DUAL AUTHORIZED TO APPROVE) re: 757-BR

REFERENCE: For Use By Communications Secticn

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



NR ATIONAL 1E.' MEINT INTRATION7 FOR NERNATONAL i NN

ASSOC!," 10 KCONSTRUCTION AN D D VELOPMEN7 CORK)PRATION

OUTGOING WIRE

TO: MINIFAZ DATE: JANUARY 13, 1972

RIO DE JANEIRO CLASS OF

SERVICE: IBF- GOV"
BRAZIL

COUNTRY:

TEXT: AM PLEASED TO NOTIFY YOU BANK ACCEPTS EVIDENCE SUBMITTED IN FULFILLMENT
Cable No.:

CONDITIONS PRECEDENT TO EFFECTIVENESS OF LOAN AGREEMENT SAO PAULO WATER
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