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PROJECT SUMMARY

BRAZIL
URBAN RESILIENCE AND REVITALIZATION PROGRAM IN SOCIALLY AND ENVIRONMENTALLY VULNERABLE
AREAS - PROMORAR RECIFE
(BR-L1609)

Financial Terms and Conditions

Borrower: Flexible Financing Facility®
Municipio of Recife Amortization period: 23.5 years
Guarantor: Disbursement period: 6 years
Federative Republic of Brazil Grace period: 7 years®
Executing agency: Interest rate: SOFR-based

Municipio of Recife, through the ProMorar Recife Program | Credit fee: ©

Management Unit Inspection and supervision fee: | ©

Source Amount (US$) % Weighted average life: 15.25 years (maximum)
IDB (Ordinary Capital): 260 million 80 | Approval currency: U.S. dollar
Local: 65 million 20
Total: 325 million 100

Project at a Glance

Project objective/description: The general objective of the program is to help improve living conditions for residents of the
most socially and environmentally vulnerable areas of the city of Recife. The specific objectives are to: (i) increase access to
urban and social infrastructure, facilities, and services and to productive programs; (ii) reduce flood and landslide risks, taking
into account climate adaptation and resilience criteria; and (iii) increase the Recife municipal government’s capacity for
managing urban and housing development and environmental and climate risks.

Contractual conditions precedent to the first disbursement: The executing agency will submit to the Bank evidence of
the: (i) approval and entry into force of the program Operating Regulations, in the terms previously agreed upon with the Bank;
and (i) creation of the ProMorar Recife Program Management Unit and appointment of the program general coordinator
(paragraph 3.8).

Special contractual conditions for execution: (i) Before the issuance of the first service order for the program’s water and
sanitary sewer projects, the borrower will submit to the Bank evidence of the signing and entry into force of a cooperation
agreement between the borrower and the Pernambuco sanitation company (COMPESA) establishing both parties’
responsibilities in preparing, executing, operating, and maintaining the respective works, pursuant to the terms previously
agreed upon with the Bank; (ii) before the issuance of service orders for execution of each stage of the program works, the
borrower will submit to the Bank evidence that it legally owns the property where the work will be done, and that it has the
easements and other rights and/or authorizations necessary for construction and use; (iii) before the issuance of the first
service order for the integrated urban development or macrodrainage project works, the borrower will submit to the Bank
evidence that a firm has been hired to provide program management support; (iv) before the launch of execution of each
program work, the borrower will submit evidence that a firm has been hired for the technical and environmental supervision
thereof, or, alternatively, that a qualified municipal team is in place for such purpose; and (v) the borrower will start program
works within four years after the signing of the loan contract, except in the case of the slope containment works under
Component 2 and the residential unit improvements under Component 1, which may be started within five-and-a-half years
of that date (paragraph 3.9). Additional special contractual conditions for disbursement and execution can be found in the
environmental and social action plan and in Annex B of the environmental and social review summary.

Exceptions to Bank policies: None.

Strategic Alignment

Challenges:@ SI PI EIO

Crosscutting themes:(® GER and DI ® CCXandES IC

@ Under the terms of the Flexible Financing Facility (document FN-655-1), the borrower has the option of requesting changes
to the amortization schedule, as well as currency, interest rate, commodity, and catastrophe protection conversions. The
Bank will take operational and risk management considerations into account when reviewing such requests.

Under the flexible repayment options of the Flexible Financing Facility, changes to the grace period are permitted provided
that they do not entail any extension of the original weighted average life of the loan or the last payment date as documented
in the loan contract.

The credit fee and inspection and supervision fee will be established periodically by the Board of Executive Directors as
part of its review of the Bank’s lending charges, in accordance with applicable policies.

Sl (Social Inclusion and Equality); Pl (Productivity and Innovation); and El (Economic Integration).

GE (Gender Equality) and DI (Diversity); CC (Climate Change) and ES (Environmental Sustainability); and IC (Institutional
Capacity and Rule of Law).

(b)

©

(d)
(e)
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|. DESCRIPTION AND RESULTS MONITORING

Background, problem addressed, and rationale

Background. With an estimated population of 1,661,017 residents in 2021, the
city of Recife is the ninth most populated state capital in Brazil and the third most
populated city in the Northeast region,* despite being one of the country’s smallest
cities in terms of surface area (218.4 square kilometers). Its Human Development
Index is 0.77, placing it 210th out of Brazil’s 5,568 municipios. On the Sustainable
Cities Development Index for Brazil, which assigns a score indicating the likelihood
of achievement of the Sustainable Development Goals, Recife received a score of
54.6 out of 100 points, coming in at 378th out of the 770 cities analyzed. It is also
the most unequal state capital, with a Gini coefficient of 0.69, compared to 0.49 for
the country as a whole.

Recife’s territory, which is considered urban in its entirety, is divided into
six political and administrative regions made up of 94 neighborhoods. In 67 of
them, income is lower than the Recife municipio average (R$983.86),2 and all or
part of the neighborhood is home to Social Interest Communities (CIS), which are
relatively homogenous areas that are inhabited by low-income families and that
have pronounced gaps in infrastructure and urban services as well as high rates
of housing insecurity.? According to Recife’s Atlas of Infrastructure and CIS, over
20% of Recife’s total surface area and nearly 30% of its developed area consist of
vulnerable zones. Over 50% of the city’s population lives in the 545 CIS located in
these zones.

Urban sprawl and inadequate housing. Due to Recife’s rapid population growth,
a lack of effective urban management tools, and the scant supply of affordable
housing for low-income residents, the urban development process has been
largely disorganized and unregulated.* This is exacerbated by the city’s
geographical features (67.43% is on a hillside, 9.31% is along the banks of a
waterway, and 5.58% falls within special environmental protection areas).® As a
result, delivery of basic services, for example, proves challenging and falls short.
According to the National Sanitation Information System (SNIS) 2021, 56% of
housing units in the city do not have access to sanitary sewer services, and 10.6%
do not have access to water.

The existing system for urban drainage’ (at the micro and macro levels) is
inadequate and overloaded due to unregulated settlements along river banks,
excess sedimentation due to a lack of maintenance, and the improper disposal of

Brazilian Geography and Statistics Institute (IBGE).
2010 Census, IBGE.

The concept of the CIS was developed by the Recife municipal government in 2014 as part of Recife’s
Atlas of the Infrastructure and CIS to demarcate areas with the largest gaps and the greatest need for
attention.

Nogueira, 2019.
Carecterizacéo do territério — Municipal Government of Recife.
Diagndsticos SNIS 2021/2022 — Informacdes e indicadores, COMPESA.

Guided by the Plano Diretor de Drenagem e Manejo de Aguas Pluvias [Rainwater Management and
Drainage Master Plan] (2015).



https://www2.recife.pe.gov.br/pagina/caracterizacao-do-territorio#:~:text=Coordenadas%20geogr%C3%A1ficas%3A%20latitude%208%C2%BA%2004,Clima%3A%20tropical%2D%C3%BAmido
http://appsnis.mdr.gov.br/indicadores/web/agua_esgoto/mapa-agua
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solid waste in waterways. As a result, according to the SNIS 2020, over
51,000 households are at risk of flooding in the rainy season.® That figure was
exceeded in 2022, when almost 53,000 households were hit by flooding. In
addition, official data® indicate that the coverage of social services in CIS is
considerably lower than in the rest of the city. For example, while 72% of residents
of the city’s established downtown neighborhoods have health service coverage,
only 47% of CIS residents do.1°

According to the Local Affordable Housing Plan (PLHIS), Recife had a housing
deficit of approximately 71,160 homes (17.6% of the municipio total) in 2017, and
that figure was on the rise.’* Meanwhile, the qualitative housing deficit stood at
127,868 units or 31.6% of the total number of housing units (meaning they lack
infrastructure and basic utilities like water and sewers or have substandard floors
and/or roofs). In addition, 57,329 housing units have land titles with irregularities,
13,198 are overcrowded, 52,408 are located in flood-prone areas, and 7,640 face
a high risk of landslides.2 The habitability?? of existing housing units clearly needs
to be improved by ensuring that they are served by basic utilities and implementing
quality upgrades to reduce their exposure to climate threats and hazards. The city
also needs a supply of new housing that is affordable for the low-income population
so it can prevent the creation of new informal settlements. Therefore, despite the
city’s vast experience with such issues,** its urban management tools need to be
updated, and complementary ones created, to contend with increasing urban
demand and emerging climate conditions.

High vulnerability to climate threats. According to the Intergovernmental Panel
on Climate Change, Recife is the Brazilian capital that is most threatened by sea
level rise, and the 16th most threatened city in the world. The city’s geography and
settlement patterns have exacerbated this problem,® since large segments of the
population (currently an estimated 206,000 people)'® have settled in areas
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Source: Official data from the Municipal Government of Recife.

Idem.

Information from Recife’s municipal health, education, and social development departments.
PLHIS do Recife — Estratégias do ACAO, approved in 2021, p. 52.

PLHIS do Recife approved in 2021.

This includes: (i) access to basic utilities (water, sewers, and electricity); and (ii) location in safe areas
without flood and landslide risks.

Historically, Recife has led the way in the creation of Special Zones of Social Interest (ZEIS), areas mostly
inhabited by the poor for which special regulations are created to facilitate their formalization (urban
regularization). Between 2001 and 2016, the Municipio also created such housing programs as the
Programa Recife Sem Palafitas [Recife without Stilt Dwellers], the Solidarity Credit Program, the ZEIS
Rehabilitation Program, the Habitar Brasil Program (HBB) with the IDB, and the Affordable Housing
Subsidy Program (PSH). PLHIS do Recife — Diagnostic assessment of the housing sector, approved in
2021, p. 99.

Recife is located on a large plain (at O to 10 meters above sea level) crossed by a hilly geographic
formation (called “morros”) with peaks that vary from 40 to 110 meters in height. It is also crossed by five
rivers whose water levels vary. The vast majority of the city’s informal settlements were established in
areas not apt for habitation (on riverbanks or hillside slopes). For more information, see optional link 4.

IBGE. Around 11% of Recife’s population resides in the coastal area, according to Analise de riscos e
vulnerabilidades climéticas e estratégia de adaptacdo do municipio do Recife. Resumo para tomadores
de decisdo. CAF, WayCarbon, and Local Governments for Sustainability (ICLEI) (2019).



https://conselhodacidade.recife.pe.gov.br/sites/default/files/inline-files/PLHIS%20-%20PRODUTO%203%20-%20ESTRAT%C3%89GIAS%20DE%20A%C3%87%C3%83O_2.pdf
https://conselhodacidade.recife.pe.gov.br/sites/default/files/2020-12/PLHIS%20-%20PRODUTO%202%20-%20DIAGN%C3%93STICO%20DO%20SETOR%20HABITACIONAL.pdf
https://conselhodacidade.recife.pe.gov.br/sites/default/files/2020-12/PLHIS%20-%20PRODUTO%202%20-%20DIAGN%C3%93STICO%20DO%20SETOR%20HABITACIONAL.pdf
https://conselhodacidade.recife.pe.gov.br/sites/default/files/2020-12/PLHIS%20-%20PRODUTO%202%20-%20DIAGN%C3%93STICO%20DO%20SETOR%20HABITACIONAL.pdf
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-1689546820-35
https://cidades.ibge.gov.br/brasil/pe/recife/panorama
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exposed to periodic flooding or landslides. Floods regularly affect the residents of
unregulated settlements along the waterfront and in flood-prone areas near the
three rivers targeted by this program (the Tejipio, Jiquia, and Moxotd).
Furthermore, informal settlements have been established on many of the hillsides
classified by the Civil Defense Corps as high or very high risk.

One unfortunate display of the city’s lack of resilience took place in May 2022,
when the Municipio declared a state of emergency due to the heavy rains affecting
the city. According to the Pernambuco Water and Climate Agency, as much as
686 mm of rain fell, much more than the prior average of 329 mm. From 24 May
to 30 May 2022, intense rains caused landslides that killed 55 people, as well as
floods in much of the city, leaving 4,000 of the city’s residents homeless and
800 displaced, and damaging 1,500 properties. Those who were hit hardest were
CIS residents, as those areas experienced the worst flooding and landslides and
reported the most fatalities.*”

These risks will likely persist and be exacerbated by the effects of climate change.
In addition to the expected rise in sea levels,'® climate change will exacerbate
extreme weather, with more intense and more frequent flooding provoked by the
increase in rainfall, the fact that rivers will not be able to discharge into the sea,
and the increase in landslides brought on by soil saturation from the higher levels
of precipitation. As a result, if no action is taken, the number of people affected by
disasters will likely double.?® Rechanneling the rivers, controlling their floodplains,
improving drainage, and stabilizing hillsides are all considered high priorities to
mitigate risks. In high-risk areas, resettlement will be necessary. See the analysis
and recommendations for tracking climate finance (optional link 6).

Gender- and diversity-based inequalities. Women in Recife experience greater
economic, social, and climate-related challenges and disparities than men do.
Recent data demonstrate that women are less likely to feel safe in both public and
private spaces (19.5% and 17.2%, respectively).0 With regard to employment,
around 55% of jobs are held by men and 45% by women.2 Studies performed in
20172 found that in 86.7% of households surveyed, women were responsible for
hauling water for domestic use, spending an average of two hours a day on this
task.z2 With regard to natural disasters, according to the Civil Defense Corps,
31.6% of women-led households live in vulnerable areas, and it follows that most
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Data from the Municipal Government of Recife.

The optimistic scenario modeled by Costa et al. (2010) indicates that a 0.5-meter sea level rise would
potentially flood 25.38 square kilometers of Recife’s coastal areas.

Analise de riscos e vulnerabilidades climéticas e estratégia de adaptacdo do municipio do Recife. (pp. 22
and 23) Resumo para tomadores de decisdo. CAF, WayCarbon, and ICLEI (2019).

De S& Santos, L. 2021. Vitimizagdo do crime e sentimento de inseguranca: evidéncias para o Brasil.
Pernambuco Federal University.

Data from the Relacdo Anual de Informacdo Social and Cadastro Geral de Empregados e
Desempregados, on the Recife labor market, from 2018 to 2021.

Nogueira, Daniela (2017), “Seguranca hidrica, adaptagéo e género: o caso das cisternas para captacéo
de 4gua de chuva no semiérido brasileiro,” in Sustentabilidade em Debate 8:3, Brasilia.

Jalil, L (Rural Federal University of Pernambuco) and R. Neves (Brazil Semi-arid Organization). 2000. El
programa Un Millén de Cisternas: Nuevos enfoques y desafios para la region semiarida brasilefia.



http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-1689546820-33
http://meioambiente.recife.pe.gov.br/sites/default/files/midia/wysiwyg/imagens/sumario_clima_recife_portugues_impresso_1.pdf

victims of climate disasters are women. All told, 55% of the victims of the
June 2022 climate event were women. See optional link 7.

1.10 Afro-descendants, persons with disabilities, and lesbian, gay, bisexual,

transgender, queer, or intersex (LGBTQI+) persons contend with economic, social,
and inclusion challenges in Recife. Data from the National Household Sample
Survey (PNAD) show that the rate of labor market participation for Afro-descendant
women dropped from 56% in 2020 to 47% in 2021 and that, in CIS, this
demographic has the highest rate of informal or domestic work.2> LGBTQI+
persons also face barriers in the labor market and are targets of violence due to
their sexual orientation. Between 2015 and 2017, 24,564 cases of violence against
LGBTQI+ persons were reported (almost one complaint/hour).2¢ Lastly, despite the
fact that 28% of Recife’s residents have some kind of disability, only 4.6% of
housing units have ramps. Furthermore, the city has only one inclusive playground,
which points to the need to expand infrastructure for children with disabilities?”

(optional link 7).

1.11 Institutional weaknesses. The institutional problems that have contributed to

unregulated urban growth notably include outdated internal management systems
and a lack of integrated planning tools. Urban, socioenvironmental, and housing
data are currently scattered across several databases with practically no digital
interface. The Municipal Housing Plan is obsolete, and the corresponding
databases (like the registry of families that need housing and data on the
availability of urban properties) are inadequate or nonexistent. Furthermore,
despite Recife’s high natural disaster risk,?¢ the municipal government does not
have tools for disaster risk management planning?® or for managing residual risk
as recommended by international best practices.® That said, both the Recife
Urban Sanitation and Maintenance company (EMLURB) and the Recife Urban
Development Authority (URB) do have the staff and budgetary allocations to
operate and maintain the infrastructure under their care.3:

1.12 Effective urban management requires data generated by several municipal

government offices, and that data is also scattered and difficult to access due to a
lack of coordination across the relevant sector offices as well as a lack of modern
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CBN Recife. 2022. Mulheres e suburbanas: o retrato da tragédia das chuvas em Pernambuco.

Estudo da Secretaria Municipal de Desenvolvimento Econémico, Inovagdo e Simplificacdo do Rio do
Janeiro a partir de dados da PNAD (2020 and 2021).

Study by the Oswaldo Cruz Foundation with data from the Unified Health System between 2015 and
2017.

Recife Observatory with IBGE data.
Andlise de Riscos e Vulnarebilidades Climaticas e Estratégia de Adaptacdo do Municipio do Recife - PE.

IBGE, Profile of Brazilian Municipios, 2020. These tools are: a master plan, land use and settlement act,
specific law on the prevention of floods, gradual water rise, sudden downpours, and landslides; a
municipal risk reduction plan; a geotechnical map of suitability for urban development; and a plan for
implementing works and services to reduce disaster risks (IBGE, Profile of Brazilian Municipios, 2020).

Sendai Framework, United Nations Office for Disaster Risk Reduction.

For information on COMPESA, see paragraph 1.19. EMLURB’s responsibilities include maintenance of
drainage infrastructure. In this context, URB is an autonomous entity responsible for slope containment
infrastructure.


http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-1689546820-28
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-1689546820-28
https://www.cbnrecife.com/artigo/mulheres-e-suburbanas-o-retrato-da-tragedia-das-chuvas-em-pernambuco
https://www2.recife.pe.gov.br/sites/default/files/sumario_clima_recife_portugues.pdf
https://cidades.ibge.gov.br/brasil/pe/recife/pesquisa/1/21682
https://cidades.ibge.gov.br/brasil/pe/recife/pesquisa/1/21682
https://www.undrr.org/es/implementando-el-marco-de-sendai/que-es-el-marco-de-sendai-para-la-reduccion-del-riesgo-de
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data integration tools.32 This impairs the Municipio’s ability to manage urban growth
and climate risks. Accordingly, the Municipio needs effective, modern
technological and methodological solutions for integrated data management, like
interoperable platforms that help optimize operational and planning capacity, and
an urban monitoring and control system that will facilitate the Civil Defense Corps’
climate disaster risk management and climate impact mitigation efforts. In
particular, sound preventive management of emergencies backed by an early
warning system is key to saving lives and preventing economic losses,® yet the
Civil Defense Corps currently does not have an early warning system, instead
conducting some monitoring visually. Moreover, it does not have hydrometers, the
rain gauge network is limited, and the lack of sirens in high-risk areas®* makes it
difficult to issue alerts in emergency situations.

Program approach. In view of this situation, the main problem to be addressed
by this program is the precarious living conditions of residents of the most socially
and environmentally vulnerable areas of the city of Recife. These precarious
conditions can primarily be attributed to three drivers: (i) substandard infrastructure
and urban and social services for housing units located in the city’s poorest areas;
(i) these areas’ exposure to natural disasters and to the impacts of climate change;
and (iii) the municipal government’s institutional weaknesses with regard to urban
and housing planning and socioenvironmental risk management.

The Bank’s experience in the country. The program builds upon the capacity
developed through other Bank-financed urban development programs in Brazil.
For example, the IDB’s Habitar Brasil program (loan 1126/0C-BR) sought to
address the lack of urban services and housing in precarious urban settlements
through integrated urban development projects. This program is also aligned with
other operations focused on improving urban and social conditions for vulnerable
communities, including the Rio de Janeiro Urban Upgrading Program (Favela
Bairro I, loan 898/0C-BR, 1995-2001; Favela Bairroll, loan 1241/0OC-BR,
2000-2006; and Favela Bairro 1ll, loan 2482/0C-BR, 2010-2019); the Integrated
Sustainable Urban Development Program for the Municipality of Jodo Pessoa
(loan 4444/0C-BR), the Urban Upgrade Program in the Western Area of Aracaju
(loan 4736/0C-BR), the operations under the Lending Facility for Financing
Brazil’s Municipios (PROCIDADES) credit line (loans 1960/0C-BR; 1961/0OC-BR;
1986/0C-BR; 1990/0C-BR; 2054/0C-BR; 2121/0C-BR; 2246/0C-BR;
2320/0C-BR; 2752/0C-BR; 2751/0OC-BR; and 2999/0C-BR), and the Social and
Environmental Program for the Igarapés in Manaus (PROSAMIN)
(loan 2006/0C-BR).

The Bank’s experience in the region. The Bank’s comprehensive neighborhood
upgrading programs promote interventions that foster the social and urban
integration of households in makeshift urban settlements with the rest of the city,
working both at the level of the individual housing units and their surroundings.

32 To underpin the diagnostic assessment of the management instrument shortfalls, the Bank is supporting
the Municipio with technical-cooperation operation ATN/CIT-19008-BR.

33 Early Warning Systems | United Nations.

34 Data from the Recife Civil Defense Corps provided during the analysis mission.
85 |BGE, Profile of Brazilian Municipios, 2020.
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Some of the precedents in the region include: in Argentina, the Barrio Improvement
Program (PROMEBA), Stages I, II, lll, IV, and V (operation AR-X1004), the Urban
Integration and Social and Educational Inclusion Program in the Autonomous City
of Buenos Aires (loan 4303/0C-AR), the Social and Urban Integration Program in
the Province of Buenos Aires (loan 4823/0C-AR), and the Social and Urban
Integration Program (loan 4804/0OC-AR); in Chile, the Program for the Urban
Integration of Informal Settlements (loan 5313/0C-CH); in Paraguay, the
Improvement of Housing and Habitat program (loan 3538/0C-PR) and the
Housing and Rehabilitation Program for Bafiado Sur in Asuncion (Tacumbu
Neighborhood) (loan 4700/0C-PR); and, in Uruguay, the Neighborhood
Improvement Program, Stages |, Il, and Il (operation UR-X1003).

Lessons learned. The Bank’s urban and sanitation operations have yielded
important lessons learned, drawn from innovative projects like “Favela-Bairro”
Stages |, I, and 1ll; PROSAMIN | and Il, and PROCIDADES, notably:3¢ (i) it is
important to actively involve the various members of the community at all stages
(project identification, design, and execution), placing particular emphasis on the
participation of women and minority residents; the program incorporates this
lesson through the public consultations with each beneficiary CIS and the social
work it will carry out with the communities during the design and execution of
program activities (see paragraph 1.22); (ii) the problems of disadvantaged
communities have to be addressed using a comprehensive approach: programs
should not just expand basic utilities and infrastructure but also promote social and
productive programs that specifically target the vulnerable groups within those
underprivileged communities; these considerations are fully incorporated into
Component 1 of the program (see paragraph 1.22); (iii) the complexity of
multisector programs means they require execution mechanisms that facilitate
decision-making and coordination of the actors involved in execution, including
environmental organizations and relevant State and municipal enterprises, to
prevent delays and more effectively coordinate implementation of program works;
this will be achieved by creating an Advisory Council, which will include the
aforementioned agencies and will serve as an effective coordination mechanism
(see paragraphs 3.5 and 3.6); and (iv) given the complexity of the works and the
fact that the work sites are spread out, technical support for execution should be
provided through consulting services specialized in program management and
works supervision; such services will be contracted to support the ProMorar Recife
Program Management Unit throughout program execution (see paragraph 3.4)

Strategic alignment. The operation is consistent with the second Update to the
Institutional Strategy (document AB-3190-2) and is aligned with the development
challenges of: (i) social inclusion and equality, by improving housing for the
low-income population; and (ii) productivity and innovation, by promoting the
adoption of modern technological tools for urban planning and risk management.
It is also aligned with the crosscutting themes of: (i) gender equality and diversity,
by promoting interventions to reduce gender-based violence in public and private
spaces; increase the employability of women, Afro-descendants, and LGBTQI+

36 These lessons were drawn from such operations as loans 898/OC-BR, 1241/0OC-BR, 2482/0C-BR,
2006/0C-BR, 1960/0C-BR, 1961/0C-BR, 1986/0C-BR, 1990/0C-BR, 2054/0C-BR, 2121/OC-BR,

2246/0C-BR, 2320/0C-BR, 2752/0C-BR 2751/0C-BR, and 2999/0C-BR.
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https://www.iadb.org/pt/project/BR-L1099
https://www.iadb.org/Document.cfm?id=EZSHARE-1744854848-33
https://www.iadb.org/Document.cfm?id=EZSHARE-1003227197-13
https://www.iadb.org/Document.cfm?id=EZSHARE-2049412645-6
https://www.iadb.org/Document.cfm?id=EZSHARE-362836860-8
https://www.iadb.org/Document.cfm?id=EZSHARE-982529739-23
https://www.iadb.org/Document.cfm?id=EZSHARE-2134921247-6

1.18

1.19

persons; create inclusive and accessible public spaces (for LGBTQI+ persons and
persons with disabilities); and develop a women-focused climate disaster
management protocol; (ii) climate change, through its actions to foster the
resilience of precarious housing units and urban areas more generally; the
resettlement of families who live in flood- and landslide-prone areas;
macrodrainage, slope containment, and floodplain linear park projects to mitigate
flooding and landslide risks; and the mainstreaming of adaptation and mitigation
considerations in tools for urban and housing planning and innovation programs;
(iii) environmental sustainability, by improving climate resilience and reducing the
city’s vulnerability to natural disasters exacerbated by climate change, and by
including basic sanitation measures to improve the quality of hydric effluents and
promoting nature-based solutions that contribute to the resilience and quality of
the urban environment. According to the joint methodology of the multilateral
development banks for tracking climate finance, 92.77% of the operation’s
resources are invested in climate change adaptation and mitigation activities,
through actions designed to promote the resilience of precarious housing units and
urban areas more generally, the resettlement of families living in flood- or
landslide-prone areas, etc., thereby contributing to the IDB’s climate finance target;
and (iv) institutional capacity and rule of law, by strengthening the city’s capacity
for planning and managing natural disasters and urban risks.

The operation also contributes to the Corporate Results Framework 2020-2023
(document GN-2727-12) through indicators 2.4, 2.5, 2.7, 2.16, 2.19, 2.20, and
2.26. Furthermore, it will contribute to the IDB Group Country Strategy with Brazil
2019-2022 (document GN-2973), specifically to the strategic area of reducing
social inequality and inequality of opportunity by enhancing public policy efficiency,
and its strategic objectives of building a more effective government, by
strengthening the Municipal Government of Recife, and implementing efficient
policies to increase access to housing. The operation also aligns with the
aforementioned crosscutting issues of gender and climate change. It is consistent
with the Gender and Diversity Sector Framework  Document
(document GN-2800-8), insofar as it includes interventions to promote the
inclusion and empowerment of women, Afro-descendants, persons with
disabilities, and LGBTQI+ persons; and with the Climate Change Sector
Framework Document (document GN-2835-8), through the installation of resilient
infrastructure and sustainable urban development. It aligns with the Update to the
Gender Action Plan for Operations 2020-2021 (document GN-2531-19) and the
Diversity Action Plan for Operations 2019-2021 (document GN-2531-17), to the
extent that it addresses the specific needs of women and diverse groups. Lastly,
the program aligns with the Housing and Urban Development Sector Framework
Document (document GN-2732-11) by upgrading informal settlements; increasing
the number of safe public spaces; and promoting access to decent housing,
resilience to natural disasters and climate change, and effective urban
governance.

Complementarity with other Bank operations. The program complements two
other Bank operations, namely: (i) the Program to Promote Fiscal Sustainability
and Enhance the Effectiveness of Public Expenditure in the Municipio of Recife
(loan 5636/0C-BR), which strengthens the Municipio’s fiscal capacity, enabling it
to generate more financial resources for its investments, including ones that


https://www.idbinvest.org/en/publications/2020-joint-mdb-report-climate-finance
https://www.idbinvest.org/en/publications/2020-joint-mdb-report-climate-finance
https://www.iadb.org/en/project/BR-L1575
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complement this program;3:3 and (ii) the ProMorar Conditional Credit Line for
Investment Projects (in preparation),® a country-wide program administered by the
Federal Housing Department, which financed studies and analyses for the
development of innovative tools that will be used in this program to generate
affordable housing solutions for low-income groups.

Compliance with the Public Utilities Policy (document GN-2716-6). The
proposed project and national sector objectives are consistent with the principles
of the Public Utilities Policy (document GN-2716-6) and satisfy its financial
sustainability and economic evaluation criteria. The Pernambuco sanitation
company (COMPESA), the public enterprise that will operate and maintain the
program-financed water and sanitation infrastructure, has a sound financial
position that has allowed it to cover its operating and management costs with the
fees it charges. Moreover, the works to be financed by the project are
socioeconomically viable. COMPESA offers reduced rates to low-income
households and has a robust institutional framework, with appropriate separation
of duties and responsibilities (optional link 8).

Objectives, components, and cost

The general objective of the program is to help improve living conditions for
residents of the most socially and environmentally vulnerable areas of the city of
Recife. The specific development objectives are to: (i) increase access to urban
and social infrastructure, facilities, and services and to productive programs;
(i) reduce flood and landslide risks, taking into account climate adaptation and
resilience criteria; and (iii) increase the Recife municipal government’s capacity for
managing urban and housing development and environmental and climate risks.
The project is structured into the following components:

Component 1. Integrated urban development (IDB: US$107 million; local
counterpart: US$44.36 million). This component consists of activities designed
to enable fulfillment of specific development objective (i). To that end, it will finance
integrated interventions in priority CIS, implementing such measures as: (i) basic
infrastructure (including water and sewer networks, public roads, and drainage)
and urban facilities (including parks and recreation areas); (ii) land tenure
regularization; (iii) improvements to existing housing units with a focus on
resilience; (iv) social services and facilities (including community and day care
centers);* (v) socioproductive activities and programs geared to women and
diverse groups;* (vi) resettlement of the families associated with all program works

37 Approved by the Bank’s Board of Executive Directors on 2 November 2022.

38 Studies performed and validated by the National Treasury Department indicate that the program does not
pose any conflict with this operation in terms of the Municipio of Recife’s fiscal headroom, clearing the
way for approval of both operations.

39 Expected to be approved by the Bank’s Board of Executive Directors in January 2023. The borrower will
be the Federative Republic of Brazil.

40 Some of these social facilities may be located outside the target CIS, since they serve the population of
a larger area.

41 The component will finance the participatory diagnostic assessments with women and LGBTQI+ persons,
urban visual and artistic projects, public spaces/inclusive parks for children with disabilities, and the
personalization of the app Meu Andar € Livre.


https://www.iadb.org/en/project/BR-O0014
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-1689546820-32
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projects, and (vii) purchase and expropriation of lands*2 to build the housing and
public facilities necessary to achieve the program objectives. To support execution
of these activities, the operation will finance consulting services for preparation of
technical studies, detailed designs, and other documents and for supervision of
the integrated project works. The community will participate in the component
activities as appropriate based on the program operating documents, keeping in
mind such considerations as the economic empowerment of women, the inclusion
of diverse populations (e.g., LGBTQI+, persons with disabilities, and Afro-
descendants), and the adoption of solutions that foster resilience to climate change

(optional link 3).

To identify eligible CIS for the program, the following criteria were considered:
(i) the projects’ technical viability, with regard to the possibility of connecting to the
existing sewer network or the network that will be set up during program execution;
and (ii) geographic considerations, given the advantages of working with
neighboring CIS.# Based on these criteria, 72 CIS were deemed eligible, and
component funds will be sufficient to cover 39. Prioritization of CIS for execution
will fundamentally depend on the viability of connecting the community to the city’s
primary sanitation system. The program Operating Regulations include all the
technical criteria for eligibility as well as a list of the priority CIS.

Component 2. Resilient infrastructure (IDB: US$130 million; local
counterpart: US$18.49 million). This component consists of activities designed
to enable fulfillment of specific development objective (ii). To that end, it will finance
projects to reconfigure areas along the Tejipio, Jiquid, and Moxot6 Rivers as
planned in the Municipio’s Master Urban Drainage Plan and recent municipal
government studies. More specifically, the component will finance interventions
including: (i) macrodrainage works on the aforementioned rivers; (ii) construction
of linear parks, which will act as buffer zones during floods, bike paths, and other
measures to protect these areas and deter new informal settlements;* and: (iii) ad
hoc slope containment and drainage works in high and very high risk areas.*
Wherever possible, these ad hoc interventions will include the establishment of
recreational areas to ensure socioenvironmental sustainability. The component will
finance technical studies, project designs, and execution and supervision of the
works, which will incorporate solutions to promote urban resilience. All projects
designed and executed under this operation will follow the Disaster and Climate
Change Risk Assessment Methodology for IDB Projects as due diligence. Project
designs will factor in climate forecasts to identify prevention and mitigation
measures for the respective risks (optional link 4).

42 Funding for land acquisitions, including transfers for no valuable consideration involving the federal
government or State government, will be subject to the eligibility criteria set out in the program Operating
Regulations in accordance with Bank policies and will require the Bank’s no objection.

43 Groups were formed of CIS located up to one kilometer away from each other.

4 The resettlement of at-risk families in the areas of influence of these rivers is included under
Component 1.

45 The Civil Defense Corps of the City of Recife classifies risk into four levels, with levels 3 and 4 being the
high- and very high-risk categories, respectively.


http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-1689546820-27
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1.25 Toidentify projects elegible for the program, the following criteria were considered:

(i) macrodrainage projects located in the Tejipio, Jiquia, and Moxoto River basins;
and (ii) slope containment projects located in socioenvironmentally vulnerable
areas that are classified as high or very high risk. The program Operating
Regulations discuss all technical eligibility criteria for this component.

1.26 Component 3. Modernization of urban and housing management (IDB:

US$9.3 million; local counterpart: US$2.1 million). This component consists of
activities designed to enable fulfillment of specific development objective (iii). To
that end, it will finance two sets of actions. The first involves strengthening tools
for urban and housing planning, including the: (i) development and launch of an
integrated management system for urban, housing, and socioenvironmental data;
(ii) implementation of the Building Information Modeling (BIM) methodology,4
including training for public employees in its use; (iii) updating of the PLHIS;*
(iv) structuring of a municipal urban risk monitoring and management system;
(v) design and launch of an urban planning system; and (vi) trainings on climate
risk management for women community leaders. The second set of actions
focuses on the development of innovative housing programs and the piloting
thereof. This could include: (i) a housing subsidy program for low-income families;
(i) a program for the homeless; and (iii) a program to modernize the social
management of housing complexes* (optional link 5).

1.27 Program administration (IDB: US$13.17 million). This will cover the costs of

program administration and evaluation, including: (i) the equipment required for
ProMorar Recife Program Management Unit (PMU) operations;* (ii) specialized
consulting services to support program management; (iii) specialized consulting
services for program works supervision; (iv) specialized consulting services for
program outreach and promotion; and (v) evaluation and auditing costs. The
program provides for midterm and final evaluations, which will include ex post
impact assessments and economic analysis.

1.28 The project team analyzed a representative sample of projects (equivalent to

37.4% of all program investments) to establish the program’s technical, economic,
and socioenvironmental viability.5® The projects selected for review as part of the
sample met the following criteria: (i) projects were representative of the four types
of program interventions, containing all elements of the proposed integrated
interventions; and (ii) projects had to be of a scope that would facilitate the

46

47

48

49

50

BIM is a tool to make project management more efficient and precise, based on an integrated process
that stores and streamlines the exchange of project information, creating a virtual model for
decision-making at the various stages (design, architecture, engineering, construction, operation, and
maintenance). Campestrini et al. 2015.

This will entail the structuring of a monitoring and evaluation system, development of tracking indicators,
and collection of field measurements.

The program has three pillars: community mobilization and organization, health and environmental
education, and job and income creation.

The cost of the staff involved in the recently created PMU (see section Il hereof) will be fully covered by
the Recife municipal government budget, and, pursuant to local regulations, will not be considered
counterpart resources.

The technical profiles of the projects analyzed, broken down by type, are presented in the program
technical reports for Components 1 and 2 (see optional links 3 and 4).
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determination of basic costs and the technical, socioenvironmental, and economic
criteria for the actions envisaged under the program. This ensured that the sample
was not only significant but also enabled analysis of the program’s most
challenging projects, including type 3 projects (integrated macrodrainage
projects).

Table 1. Project types

Type Sample projects
Type 1. Integrated urban development projects in flat areas. ClIs:
This category includes all urban infrastructure and social services Beirinha Areias
and facilities projects, projects to upgrade makeshift housing units, Chico Xavier

and the resettlement of families living in areas with risk level 3 or 4 Vila Miguel Arraes
or due to rehabilitation for road planning.

Type 2. Integrated urban development projects on hillsides. Cls:

This category includes all urban infrastructure and social services Jardim Monte Verde
and facilities projects, projects to upgrade makeshift housing units,
the resettlement of families living in areas with risk level 3 or 4 or
due to rehabilitation for road planning, and the containment works
for slopes at risk of landslides.

Type 3. Integrated macrodrainage projects. These projects Tejipio River
include the rehabilitation of riverbeds, establishment of parks in
floodplains, and the resettlement of residents currently living in
these areas.

Type 4. Slope containment projects. These include slope Marilac
containment works and the eventual use of these areas for 22 Travessa Tupiragaba
recreation or urban facilities. Rua Dr. Paulo Biase

1.29

Key results indicators

The expected program impact will be estimated based on the socioeconomic
benefit resulting from the reduction in morbidity and mortality rates and the
increase in average property value per square meter in the target areas. This will
be associated with achievement of the following outcomes:

a. An increase in the beneficiary population’s access to resilient urban
infrastructure, urban and social services and facilities, and productive
programs. This will be measured through: (i) households with effective access
to safe drinking water; (ii) wastewater collection and treatment; (iii) resettled
families; (iv) families with access to social facilities; and (v) women trained in
entrepreneurship. The program could benefit around 39 CIS, with a total
population of approximately 62,000 persons.

b. Reduction in flood and landslide risks, considering climate resilience criteria,
as a result of a decrease in the number of high risk (R3) and very high risk (R4)
areas in the city. The program is expected to reduce flood volume in the areas
of influence of the Tejipi6, Jiquia, and Moxot6é Rivers by 60% and mitigate
landslide risk for 50% of the city’s hillsides.

c. Improved housing conditions and reduced risk for around 4,400 families who
will be resettled through the program.
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d. Modernization of the city’s governance through implementation of at least three
tools to improve urban management, expand access to affordable housing,
and bolster the city’s capacity for monitoring climate threats, using new digital
technologies.

Beneficiaries. The program will primarily benefit low-income residents of
vulnerable areas of the municipio of Recife, especially those residing in the priority
CIS, including families currently exposed to high flood and landslide risks who will
be resettled. The objective of the proposed actions is to bring better quality of life
and greater security to the residents of these areas. The program will benefit over
15,000 families, 59% of which have heads of household who are women,5! and
minority residents of the project areas, through targeted socioproductive programs.
Lastly, the civil servants of the Municipio of Recife will also benefit from the greater
institutional capacity brought on by modern technological tools and new
methodologies for carrying out their duties.

Economic analysis. Since this is a multiple works program, the program team
performed a cost-benefit analysis on a representative sample of projects (see
Table 1). All of the projects are economically viable with economic internal rates of
return and net present values (using a discount rate of 12%) of 29.6%-53.7% and
US$6.5 million-US$21.2 million for the urban development projects; 12.8%-88.0%
and US$90,000-US$450,000 for the slope containment projects; and 15.9% and
US$11.3 million for the Tejipid River macrodrainage project. For future urban
development projects not included in the program sample, caps on the per-family
cost were established as part of the eligibility criteria (US$21,800 for projects in
flat areas and US$12,700 for projects on hillsides) to ensure socioeconomic
viability. For the other components, cost-benefit analyses will be performed, and
the program will only finance projects with an economic internal rate of return of
over 12%. Lastly, according to information from COMPESA, an average household
in the target area pays US$24.5 per month for water and sewer services, or 2.3%
of the average monthly household income. Poor households receive a reduced
rate of approximately US$3.40 per month, which constitutes 0.3% of the average
monthly household income. These values are acceptable by international

standards (optional link 1).

Il. FINANCING STRUCTURE AND MAIN RISKS

Financing instruments

This program will be structured as a multiple-works loan for a total of
US$325 million, of which US$260 million will come from the Bank’s Ordinary
Capital resources and US$65 million will be the local counterpart contribution. The
disbursement period will be six years (Table 3). This modality is justified because
the program actions will have similar characteristics (a comprehensive approach
to each target area that combines physical works and social services, plus
standard engineering works on the rivers and slopes to be protected). Table 2 sets

51 CIS Socioeconomic Cadaster, Municipal Government of Recife, 2022.
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out the estimated program costs, while Table 3 presents the disbursement

schedule.
Table 2. Estimated program costs (US$)
Component IDB couLnOtZ?;)art Total %
1 Component 1. Integrated urban 107,055,000 44,362,000 151,417,000 46.6%
development
1.1 Integrated urban development 30,410,000 12,647,000 43,057,000 | 13.2%
1.2 | Resettlement of families 70,751,000 30,109,000 | 100,860,000 | 31.0%
1.3 Housing improvements and land 4,004,000 1,606,000 5,610,000 1.7%
regularization
1.4 | Socioproductive development initiatives 1,890,000 - 1,890,000 0.6%
2 Component 2. Resilient infrastructure 130,428,000 18,494,000 | 148,922,000 | 45.8%
2.1 | Macrodrainage of the Tejipié, Moxoté, and 78,672,000 - 78,672,000 | 24.2%
Jiquia Rivers
2.2 | Slope containment 51,756,000 18,494,000 70,250,000 | 21.6%
Component 3. Modernization of urban and 9,341,000 2,144,000 11,485,000 3.5%
housing management
3.1 | Strengthening of tools for urban and housing 5,835,000 - 5,835,000 | 1.8%
planning
3.2 | Housing program innovation 3,506,000 2,144,000 5,650,000 | 1.7%
4 Program administration 13,176,000 - 13,176,000 4.1%
Total 260,000,000 65,000,000 | 325,000,000 | 100.0%
Note: The breakdown of resources at the subcomponent level is indicative.
Table 3. Disbursements (US$)
Source Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Total
IDB 10,933,607 | 33,870,569 | 54,766,593 | 76,460,905 | 48,595,264 | 35,373,062 260 million
Counterpart 3,394,244 | 10,258,397 | 13,101,129 | 15,757,923 | 13,651,550 8,836,758 65 million
Total 14,327,851 | 44,128,966 | 67,867,722 | 92,218,828 | 62,246,814 | 44,209,820 | 325 million
% 4.41% 13.58% 20.88% 28.38% 19.15% 13.60% 100.00%

Environmental and social risks

In accordance with the Bank’s Environmental and Social Policy Framework and
based on the available information, the program has been classified as a
Category “A” operation, as it involves the resettlement of approximately
4,000 families residing in at-risk areas who will be resettled to safe ones, as well
as the removal, treatment, and management of approximately 675,000 m?® of waste
and mud under the macrodrainage projects, which could have considerable
environmental impacts. Other potential impacts during the construction stage
include: an increase in vibrations, noise, and the concentration of particulate matter
at work sites; sediment runoff to bodies of water; an increase in erosion and
alteration of landscapes during activities involving excavation and the cutting and
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shaping of embankments; nuisances to local wildlife; and the creation of
environments conducive to the spread of disease. The risk of natural disasters is
also classified as high, since the area is highly exposed and vulnerable, mainly to
flooding should rivers overflow or sea levels rise, and to landslides. The team has
confirmed all of these classifications, as well as the magnitude of the adverse
environmental and social impacts, through the environmental and social impact
assessments performed during the due diligence review for the projects included
in the representative sample, involving all four intervention types, including urban
development projects in three communities, slope containment projects, and
macrodrainage projects for one of the rivers targeted by the program.

In order to comply with the requirements of the Environmental and Social Policy
Framework and the 10 Environmental and Social Performance Standards in
particular, the executing agency has implemented an environmental and social
management system, an environmental and social impact assessment, and an
environmental and social management plan for each work included in the sample.
Likewise, it has developed an environmental and social management framework
for the projects not included in the sample. That framework establishes the
guidelines for proper environmental and social performance for these projects. The
executing agency has also developed a resettlement framework, which addresses,
among other topics, the resettlement options offered to eligible families. The
environmental and social management system, through the environmental and
social management framework, will ensure that all future projects (i.e., the ones
not included in the sample) are not Category “A” projects.

The results of the public consultations on the program’s environmental and social
impacts, generally speaking, and on program resettlements, in particular, were
positive. The program is welcomed and accepted by the individuals who will be
resettled, benefited, and affected by the works. Questions from the public revolved
around such issues as when the works would begin, details regarding the
compensation methods, and how this program would interact with others that are
being implemented. The entire consultation process was significant, and
consultations will be ongoing throughout program implementation. The
environmental and social consultation was held on 17 October 2022 using a hybrid
format. Three in-person consultations regarding the resettlements were held on 4,
5, and 6 October 2022. Those events discussed such issues as the eligibility
criteria for families who would be resettled and dates for the launch of the works.
All consultations were considered meaningful and informative and involved
significant public participation. The dissemination process took place through the
https://promorar.recife.pe.gov.br website. The final documents were updated with
the results of the consultations and have been posted on the Bank’s website.

Fiduciary risks

The team has identified a medium-high fiduciary risk relating to human resources
in the event that the executing agency does not have a technical-fiduciary team
with the requisite capacity for executing procurement processes for the various
works and services planned for the program components given the technological
complexity and number of agents involved. In such a scenario, program
management and the technical quality of the outputs could be negatively affected.
To mitigate this risk, a PMU, staffed by full-time employees with technical
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expertise, will be established. The PMU will also be supported by a management
support firm throughout the program execution period.

Other key issues and risks

Other risks. In addition to the fiduciary risk, there are five other main risks:
two high level risks and three medium-high risks. The first high-level risk is social
in nature: if the families selected for resettlement because their homes are
environmentally and socially vulnerable attempt to block the process, the works
may hot begin on time. This would affect compliance with the execution timeline,
completion of the works, and achievement of the program objectives. To mitigate
this risk, the following measures are anticipated: (i) the planned census of the
families who will be resettled will include the various options that will be offered, so
families can choose their preferred option; (ii) efforts will be made to develop a
communication plan to keep the families informed; (iii) starting in the operation
design stage, consideration will be given to offering more than one housing option;
(iv) temporary housing subsidies will be provided to ensure that these families will
have somewhere to live while the selected option is being prepared; (v) a
specialized team with extensive experience will be hired to perform social follow-up
with the families and provide them with information; and (vi) the program will work
with local leaders on the resettlement process. The second risk, also considered
high, concerns sustainability: if people move back to the high-risk areas vacated
by the program for the planned projects, the start and completion of the program
works will be negatively affected. To mitigate this risk, the program will:
() coordinate and adjust the planned timelines for resettling the families with the
schedules for launch of the works; (ii) engage a firm for management and
supervisory support; and (iii) consolidate the urban planning system, including
preventive controls.

The first of the three medium-high level risks identified is social in nature: if housing
alternatives are not available on time or in locations acceptable to the families,
their resettlement and the launch of the works may be delayed, affecting
compliance with the timeline for execution and program closing. The following
steps are proposed to mitigate this risk: (i) census results will be used to determine
the timeline for meeting the demand for the various resettlement options; (ii) a
monitoring system will be set up to track progress on the works and the planned
implementation of the resettlement options; and (iii) social outreach and
awareness-raising actions will be strengthened. The second medium-high level
risk is institutional: if municipal government staff are reluctant to use the new
technological tools, like the BIM, offered by the program, the digital transformation
measures will not be implemented properly, which will affect the scope of
outcomes related to management efficiency improvements. To mitigate this risk,
the program will: (i) publish regulatory instructions mandating use of the new
systems, as applicable; (ii) ensure active communication among the municipal
employees who will use these systems; and (iii) implement ongoing training and
awareness-raising programs with the teams participating in the program. Lastly,
the third medium-high risk identified is legal in nature: if the program project works
require the transfer of use of federal lands to the Municipio or the expropriation of
private property, the complexity thereof could lead to delays in program
implementation and compliance with disbursement schedules. To mitigate this
risk, the program will: (i) map, in advance, the project intervention areas for the
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various types of works and determine if transfers and/or expropriations are
necessary; and (ii) strengthen the municipal government working groups that are
already working with the federal government’'s Federal Properties Management
Office to coordinate the survey of these areas and begin the process of transferring
them to the Municipio. Expropriations will be supported by the Expropriation for
Public Utility Act and use of the associated legal instruments.

Sustainability. The sustainability of the program actions will be ensured through:
(i) construction or establishment of shared-use areas (parks, bicycle paths, athletic
facilities, etc.) to prevent resettlement of the target areas; (ii) implementation of an
urban planning system supported by community participation to ensure community
buy-in, maintenance, and monitoring of the shared-use areas; (iii) promotion of
strategies to facilitate housing solutions for the low-income population; and
(iv) application of new technologies for urban management and to generate
innovative housing solutions. The program will work in close coordination with the
municipal sector agencies responsible for maintaining sanitation, drainage, and
other important systems, including social services, to ensure they will take over
responsibility for operating and maintaining the works and services implemented.
Program activities will be coordinated with these sector agencies, strengthening
their structures as needed in return. Furthermore, program investments in
government modernization and training, including the creation of a system for
managing and tracking environmental and climate risks, will make government-
provided public services more effective and reliable. The Municipio will agree to:
() incorporate the areas benefited by the program into its maintenance systems
and plans so as to properly maintain them in accordance with widely accepted
technical standards; and (ii) submit to the Bank status reports on the operation and
maintenance of the works and equipment, starting the year after the first program
work is completed and throughout the original disbursement period or any
extension thereto.

I1l. IMPLEMENTATION AND MANAGEMENT PLAN

Summary of implementation arrangements

The borrower will be the Municipio of Recife, and the guarantor of the borrower’s
financial obligations under the loan will be the Federative Republic of Brazil. The
Municipio will execute the program through the ProMorar Recife Program
Management Unit (PMU), which was recently created and approved by Law and
will be responsible for coordinating and executing the program’s multisector
actions.>? The PMU will report directly to the Mayor’s Office.

Institutional capacity analysis. In 2022 the Bank performed an analysis of the
executing agency using the institutional capacity analysis platform. It found that
the executing agency has experience with projects with the Bank and other
multilateral organizations but its institutional capacity needed to be strengthened
so it could take on the responsibility of managing program resources, including
accounting and financial administration, procurement and contracting, and the
planning and monitoring of activities. To that end, the program will finance training
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Municipal Law 18,983 of 13 September 2022; Article 4.



https://leismunicipais.com.br/a/pe/r/recife/lei-ordinaria/2022/1899/18983/lei-ordinaria-n-18983-2022-cria-o-gabinete-de-gerenciamento-do-programa-de-requalificacao-e-resiliencia-urbana-em-areas-de-vulnerabilidade-socioambiental-promorar-recife?q=18983

3.3

3.4

-17 -

for the technical and fiduciary staff, and the executing agency will receive support
from specialized firms.

The PMU will be responsible for: (i) liaising with the Bank; (ii) coordinating with
other municipal agencies and government agents involved in the program;
(iii) planning and monitoring; (iv) administrative-financial, technical, environmental,
and social management; (v) disbursement requests; (vi) procurement bids;
(vii) reports on the use of funds; and (viii) submitting multiyear execution plans,
annual work plans, procurement plans, and progress, auditing, and evaluation
reports to the Bank. It will also be responsible for performing the applicable controls
to ensure transparency and the proper use of the funds for which it is responsible.

To that end, the PMU will be led by a program general coordinator, who will be
supported by the following full-time program staff:>3 (i) a project coordinator; (ii) a
works coordinator; (iii) a socioenvironmental project coordinator (who will be
supported by environmental and social technicians); (iv) a resettlement and
property regularization coordinator; and (v) a planning, management, and
monitoring coordinator. The latter will be supported by financial/administrative
technicians specialized in planning, monitoring, and procurement, and there will
be a special bidding committee. All members of the PMU will be employees of the
Recife municipal government, their positions will be financed by the municipal
budget, and, as conditions of their appointment, they must have the minimum
technical expertise necessary to achieve the program objectives and the Bank’s
no objection. The PMU will also receive specialized technical support from
consulting firms for: (i) technical/administrative management of the program;
(ii) resettlement activities and other environmental and social aspects (technical
and social work); and (iii) works supervision.

53

Municipal Law 18,983 of 13 September 2022; Article 6.
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Figure 1. Program execution organizational chart
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Interagency coordination mechanism. A program advisory council will be
formed by the municipal agencies directly or indirectly involved in the program. Its
duties and responsibilities will be discussed in the program Operating Regulations.

During execution, the PMU will receive technical support from the municipal
administrative agencies involved in the actions to be executed, in line with their
areas of responsibility and legal powers and duties. The roles and responsibilities
of the various municipal government offices will be discussed in the program
Operating Regulations. In addition, the Municipio will appoint a special bidding
committee for executing the bidding processes, in accordance with Bank policies.
This committee will receive support from one firm for the technical and
environmental supervision of the works, from another for the technical and social
support activities associated with the resettlement processes, and from another for
the technical/administrative management of the program. COMPESA will support
project preparation and implementation of the water and sanitation works, and the
borrower will deliver such works to COMPESA for operation and maintenance.

Operating Regulations. The program Operating Regulations (required link 2) will
steer program execution and will include: (i) the program’s organizational
structure; (ii) technical and operational arrangements for execution; (iii) plans for
monitoring and evaluating results; (iv) guidelines for financial, auditing, and
procurement processes; (v) operational guidelines for execution of the
components; (vi) details regarding the PMU’s duties as well as the responsibilities
of other relevant agencies involved in the planned program processes; (vii) details
regarding the duties of the program advisory council as the interagency
coordination mechanism; (viii) the activities eligible for financing under the various
program components; and (ix) the main functions of the execution support firm.
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Contractual conditions precedent to the first disbursement: The executing
agency will submit to the Bank evidence of the: (i) approval and entry into
force of the program Operating Regulations, in the terms previously agreed
upon with the Bank; and (ii) creation of the PMU and appointment of the
program general coordinator. These conditions are justified since the program
Operating Regulations are key to facilitating successful program execution given
that they establish, in detail, the guidelines and procedures to be followed by the
executing agency. Likewise, the PMU is required to ensure that the program has
the leadership staff necessary for launch of project management, procurement,
financial administration, and other processes.

Special contractual conditions for execution: (i) before the issuance of the first
service order for the program’s water and sanitary sewer projects, the borrower
will submit to the Bank evidence of the signing and entry into force of a cooperation
agreement between the borrower and COMPESA establishing both parties’
responsibilities in preparing, executing, operating, and maintaining the respective
works, pursuant to the terms previously agreed upon with the Bank; (ii) before the
issuance of service orders for execution of each stage of the program works, the
borrower will submit to the Bank evidence that it legally owns the property where
the work will be done, and that it has the easements and other rights and/or
authorizations necessary for construction and use; (iii) before the issuance of the
first service order for the integrated urban development or macrodrainage project
works, the borrower will submit to the Bank evidence that a firm has been hired to
provide program management support; (iv) before the launch of execution of each
program work, the borrower will submit evidence that a firm has been hired for the
technical and environmental supervision thereof, or, alternatively, that a qualified
municipal team is in place for such purpose; and (v) the borrower will start program
works within four years after the signing of the loan contract, except in the case of
the slope containment works under Component 2 and the residential unit
improvements under Component 1, which may be started within five-and-a-half
years of that date. Additional special contractual conditions for disbursement and
execution can be found in the environmental and social action plan and in Annex B
of the environmental and social review summary.

Retroactive financing and recognition of expenditures. The Bank may finance,
retroactively from the loan proceeds, up to US$15 million (5.8% of the proposed
loan amount), and may recognize, as a charge against the local counterpart
contribution, up to US$15 million, in eligible expenditures incurred by the borrower
prior to the loan approval date for program-eligible studies, projects, and works,
provided that requirements substantially similar to those established in the loan
contract have been met. These expenditures must have been incurred on or after
the project profile approval date (18 August 2022) and under no circumstances
may include expenditures incurred more than 18 months before the loan approval
date.

Summary of arrangements for monitoring results

Monitoring. The executing agency will monitor and supervise all project
management processes, to include, at a minimum: (i) monitoring and reporting on
progress in program execution; (ii) monitoring and reporting on program
performance toward fulfilment of the annual physical and financial targets;
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(iif) monitoring execution of the procurement plan (required link 4); (iv) monitoring
risk management documents; (v) monitoring the traceability of outputs and
outcomes; (vi) preparing semiannual progress reports; (vii) updating the program’s
multiyear execution plan (required link 1), which will be sent to the Bank as part of
every semiannual progress report; (viii) issuing program financial statements;
(ix) preparing the project completion report; and (x) documenting good practices
and lessons learned with a view to program closing. The Bank will hold an annual
follow-up meeting with the executing agency to discuss such issues as: (i) the
status of the activities identified in the annual work plan (required link 1); (ii) the
level of fulfilment of the indicators established for each component; (iii) annual
work plan for the following year; (iv) the procurement plan for the following
18 months; and (v) potential modifications to the per component budget allocations
(required link 2).

Evaluation. The results matrix and monitoring and evaluation plan will be used for
program evaluation, among other tools. The program calls for a midterm and a final
evaluation, to include an ex post cost-benefit analysis addressing technical,
administrative, and financial considerations. The midterm evaluation will be
conducted once 50% of the loan proceeds have been disbursed or three years
have passed since the loan contract entered into force (whichever occurs first).
The associated report will be submitted to the Bank within 60 days after the
evaluation is performed. The main objectives of this evaluation will be to review
the progress made on all activities planned for that period, discuss any deviations
from the plan that may have occurred and the causes thereof, propose corrective
measures, and verify the midterm outputs generated, the occurrence of risks
foreseen in the corresponding matrix, and implementation of the mitigation
measures.

The final evaluation will be submitted to the Bank 60 days after the end of the
original disbursement period or any extensions thereto. It will include: (i) outcomes
of physical/financial execution; (ii) degree of fulfillment of the results matrix targets,
including a summary of the results comparing them to the baseline prepared in the
first year of execution; (iii) a summary of the results of the audits performed and of
implementation of the improvement plans; (iv) an analysis of the sustainability of
program investments, especially with regard to costs and human capital
management; and (v) a summary of the main lessons learned. It will also include
an evaluation based on the before-and-after-methodology, as well as the economic
evaluation, which will be prepared based on an ex post cost-benefit analysis that
will replicate the ex ante program economic analysis, using data gathered during
execution and updating the data vis-a-vis the comparators (required link 2). This
analysis will also be reflected in the project completion report prepared by the
Bank.
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Development Effectiveness Matrix

Summary BR-L1609
1. Corporate and Country Priorities
Section 1. IDB Group Strategic Priorities and CRF Indicators

-Social Inclusion and Equality
-Productivity and Innovation
-Gender Equality and Diversity
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2. Country D Obji
N Implement efficient policies to increase access
Country Strategy Results Matrix GN-2973 N
to housing
Country Program Results Matrix The intervention is not included in the 2022 Operational Program.

Relevance of this project to country development challenges (If not aligned to country
strategy or country program)

Development Outcomes - Evaluability [SEINELIY

3. Evi based & Solution 7.5
3.1 Program Di i 1.9
3.2 Proposed Interventions or i 1.6
3.3 Results Matrix Quality 4.0

4. Ex ante ic Analysis 7.0
4.1 Program has an ERR/NPV, or key outcomes identified for CEA 1.5
4.2 |dentified and Quantified Benefits and Costs 3.0
4.3 Reasonable Assumptions 25
4.4 Sensitivity Analysis 0.0
4.5 Consistency with results matrix 0.0

5. Monitoring and Evaluation 8.3
5.1 Monitoring Mechanisms 4.0
5.2 Evaluation Plan 4.3

lll. Risks & Mitigation Monitoring Matrix
Overall risks rate = magnitude of risks*likelihood Medium High
- - A

IV. IDB’s Role - Additionality

 The project relies on the use of country systems
Financial Management: Budget, Treasury, Accounting and Reporting, External Control,
Fiduciary (VPC/FMP Criteria) Yes Internal Audit
Procurement: Information System, Price C: i C i ivi C
Non-Fiduciary| Yes Strategic Planning National System, Statistics National System.
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and/or public sector enmy in the following dlmenslons
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sector entity prior to approval to increase the likelihood of success of the project
The 's general objective is to il to the imp. of the itabilit itic for the ion living the areas of greatest socio-environmental vulnerability in the city of Recife.
Three specific objectives are stated to achieve this goal: (i) ing access to i ilities and urban and social services, and to pi i\ (i) ing the risks of floods and
landslides, taking into account i i of climate ilie and climate ing the capacity of Recife’s Office of the Mayor for housing and urban development
management, and environmental and climate risk The di ic is Il-ic ifie pmblem and its main determinants. The analysis finds that the city of Recife has
expenenced a rapid and informal urbanization process, caused by fast population growth, lack of urban and limited supply of. housing for low-ir
ira, 2019). The di ic shows figures that quantify the gaps in access to basic services such as clean water and sewage, the of vari: i toa itative and

qualitative housing deficit (PLHIS, 2021), and other important variables such as the number of houses with irregular tenure or exposed to risks of flooding and landslides. The diagnostics explains that
the city of Recife also faces high vulnerability due to the effects of climate change, and the probi is by its and ion pattern, since nearly 206,000 people have settled in
areas exposed to risks of floods or landslides (IBGE , 2019), particularly on the banks of the Tejif Jiquid and Moxot6 rivers, where a high number of slopes have been classified by Civil Defense as
high and very high risk. On the other hand, the diagnostic explains that another important determinant associated with the central problem lies in the institutional weakness of Recife’s Office of the Mayor

to carry out adequate urban planning and dlsaster risk management due to: the lack of updated i poor systems, di i and itutic data, and the need for

i to optimize and itoring risks of ial climatic di (through an early warning system).
The Results Matrix was updated by the team to exhibit a vertical logic with clear specific objectives and SMART result indicators that enables itoring. Outcome indlit of # 2 have been
adjusted to ensure they all have and are SMART indicators.
The economic analysis incorporated all costs for a representative sample of projects that include of (i) i ization and (ii) resilient infrastructure. A Cost Benefit Analysis (CBA)
was performed using a discount rate of 12%, in line with similar projects. Under the base io and under the i the CBA finds rates of economic return (ERR) of between 29.6%

and 53.7% for urbanization projects; and from 12.8% to 88.0% for slope containment projects, and 15.9% for the Tejipié River macro-drainage project. It should be noted that a sensitivity analysis was not
carried out on critical parameters associated with the most sensitive assumptions for which there is not much lnformatwn but that are being used for the analysis; for example, the estimation of the

benefits of "| il i of pending” does not include a sensitivity analysis for the pi ility of of di The t-benefit estil ion of this ion should
to i analysls that ifies the value of the avoided under dlfferent ios of ility of of di in the absence of the project, and also

taking into account different degrees of magnitude according to whal would be for each i ing to its exp to risk. This analysis would result in a more realistic estimate of
the expected ERR, since the current ion (without itit that all the entire property value at risk is lost with certainty if the project is not carried out, which as consequence
increases the calculated EIRR.
Monitoring will be based on reports fmm the ing agency. The i for the indi i with the specific objectives is reflexive (before-and-after). Additionally, an

ion based on the dif is prop to study the impact of the program on the general ob]ecflves, but the M&E Plan must incorporate more information on
methodological aspects and technical details, and the necessary data that will be collected to carry out a a (The itoring and

ion Plan il only a dit of means against a non-random control group at the end of the opelatlon, but the diffs-in-diffs methodology also controls agamsl initial conditions; the plan
does not detail data sources, or if primary data -baseline and endline surveys- will be or the i on which the ibution of the program will be measured, and they do not
include a budget i with the ion with ibution either).

The analysis identifies risks to the operation. Two risks are high and 4 are medium-high. High risks include possible delays in the i and the of families.
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Project objective:

The general objective of the program is to help improve living conditions for residents of the most socially and environmentally vulnerable areas of the city of
Recife. The specific objectives are to: (i) increase access to urban and social infrastructure, facilities, and services and to productive programs; (ii) reduce
flood and landslide risks, taking into account climate adaptation and resilience criteria; and (iii) increase the Recife municipal government’'s capacity for

managing urban and housing development and environmental and climate risks.

GENERAL DEVELOPMENT OBJECTIVE/EXPECTED IMPACT

Indicator

Unit of
measure

Baseline
value

Baseline
year

Target

Value

Year

Means of
verification

Comments

General development impact: Help improve |

iving conditions

for residents of the most socially and environmentally vulnerable are

as of the city of Recife

Socioeconomic benefit uss/ 0 2022 3,880 2028 Report on the ex ante | The indicator refers to the productivity gains
resulting from the reduction in | beneficiary and ex post economic | measured by disability-adjusted life years
morbidity and mortality rates year analysis of the (DALY).!
program Calculation formula: DALY X percentage
attributable to diarrhea-related diseases?
X percentage reduction of diseases® X GDP per
capita.*
Average property value per US$/m2 194 2022 22 2028 Report on the ex ante | Baseline: Period - Last 5 years of real property

square meter in the target

areas

and ex post economic
analysis of the
program

transfer tax assessments. Data taken from
assessments on main roads, lots larger than
500 m?, and properties worth over 1 million.

Research building type — CASAtodo.

DALY: metric that facilitates evaluation of any kind of disease. The concept combines years of life lost due to premature death, measured by the difference between life expectancy
and age of death, and the years lived with a disability. Troeger, C., M. Forouzanfar, P.C. Rao, I. Khalil, A. Brown, R.C. Reiner, et al. Estimates Of Global, Regional, and National

Morbidity, Mortality, and Aetiologies Of Diarrhoeal Diseases: A Systematic Analysis for the Global Burden of Disease Study 2015. Lancet Infectious Diseases 17:9 (2017): 909-48.
https://www.who.int/data/gho/data/indicators/indicator-details/GHO/attributable-fraction-of-diarrhoea-to-inadequate-water

Estudo Longitudinal de Avaliacdo dos Impactos Socioeconémicos. Leme Engenharia. December 2004.

GDP per capita in Recife (IBGE, 2019).
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: Unit of Baseline Baseline Target Means of
Indicator T Comments
measure value year value Year verification
Target: Albuquerque, E.E. Ativo ambiental e
preco de imdvel na cidade do Recife: um estudo
exploratério a partir da utilizacdo dos médios
precos heddnicos, 2008.
Exchange rate: US$1=R$5.58
SPECIFIC DEVELOPMENT OBJECTIVES/EXPECTED OUTCOMES
Baseline Target
Indicator chil e Total /| Means of verification Comments
MMEEEIE Value | Year | Project-
end
Specific development objective 1: Increase access to urban and social infrastructure, facilities, and services and to productive programs
Households in the target areas with # of households | 13,376 2022 15,000 COMPESA reports Around 1,500 new effective connections are planned.
effective access to safe drinking water Corporate Results Framework (CRF): (*) Households
with improved access to water and sanitation
Households in the program target areas # of households 1,452 2022 15,000 COMPESA reports Around 13,500 new effective connections are planned.
with effective access to wastewater CRF: (¥
collection
Households in the program target areas # of households | 1,452 2022 15,000 | COMPESA reports Around 13,500 new effective connections are planned.
whose wastewater is treated CRF: (¥
Families resettled by the program # of families 0 2022 2,400 PMU progress Number of families resettled because their homes were
monitoring report (PMR) | located in high-risk areas or areas expropriated for
program works
Households in housing units in areas # of households 0 2022 14,500 PMU PMR The program intends to regularize 260 hectares where
regularized by the program these households are located.
Families with access to social facilities # of families 0 2022 5,000 PMU PMRs All families in all the CIS targeted by the program will
established through the program Acceptance certificates | have access to at least one social facility (healthcare
for the social facilities units, day care centers, schools, community centers,
built by the program etc.).
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Baseline Target
Indicator Unit of Total /| Means of verification Comments
MIEEEUIE Value | Year Project-
end
Women trained in entrepreneurship # of women 0 2022 1,000 PMU PMRs Pro-gender indicator.

According to Recife’s Atlas of Infrastructure and CIS, the
target population for these trainings could comprise
approximately 10,000 women ages 18 to 50.

CRF: Women beneficiaries of economic empowerment
initiatives; Beneficiaries of employment support initiatives

Specific development objective 2: Reduce flood and landslid

e risks, taking into account climate adaptation and resilience

criteria

Households in the target areas that are at | # of households 0 2022 2,000 Reports from the Civil The Civil Defense Corps of the city of Recife classifies

high risk (R3) or very high risk (R4) of Defense Department risk into four levels, with level 3 and 4 denoting “high”

landslides, protected and “very high” risk, respectively. At present there are
7,740 households in R3 and R4 zones.

Households in the target areas protected # of households 0 2022 9,000 EMLURB reports The flood profile from the project’s hydraulic simulations,

from the risk of floods (25-year return
period)®

calculated for before and after execution of the works,
can be used to determine which families should be
relocated outside the flood-prone areas. There are
currently 17,764 properties in flood-prone areas.

Specific development objective 3: Increase the Recife munic

ipal government’s capacity for managing urban and housing

development and environmental and climate risks

Municipal agencies with strengthened # 0 2022 8 PMU PMR This refers to the number of municipal agencies or bodies
digital technology and managerial that benefit from adoption of the systems implemented by
capacity (CRF indicator 2.6) the program.
CRF: Agencies with strengthened digital technology and
managerial capacity
Number of families served by new # 0 2022 636 PMU PMR Total number of families benefiting from the following

municipal housing programs

programs: rent subsidy; the “Morar Primero” first home
program; social management of condominiums in low-
income housing complexes; and other housing program
initiatives.

5

For the purposes of calculating CRF indicator 2.20, the average number of persons per household in the CIS is three.
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OuTPUTS
. Base- Final /
Output Wi line | Yearl|Year2 | Year3 | Year4 | Year5 | Year 6 | project- Gzl O.f paduICHE ngns .Of Comments
measure Project end verification
value end target
Component 1. Integrated urban development
1.1 Urbanized area Hectares 0 0 12 30 65 80 73 260 US$26,307,000 | PMU “Urbanized area” refers to
semiannual areas with paved streets,
progress sidewalks, public lighting,
report sighage, landscaping, parks,
squares, and recreation
areas.

1.2 New household # of 0 0 200 1,440 | 4,000 | 5,250 | 3,716 14,606 US$1,450,000 | PMU This includes household
connections built in | connections semiannual connections to the sewer
the target areas progress network. This output does

report not include indoor
connections.

1.3 Sanitary sewer Linear 0 0 4,300 | 11,500 | 23,000 | 17,542 | 11,752 | 68,094 US$4,000,000 | PMU
network in the meters semiannual
program target progress
areas, expanded report

1.4 Social facilities, built | # of facilities 0 0 4 6 12 10 8 40 US$11,300,000 | PMU Eligible projects are public
and operating semiannual |[service centers, day care

progress centers, schools, medical

report centers, public gyms,
community centers, and
other social facilities. The
facilities will meet national
requirements for certification
or equivalent.

1.5 Housing solutions # of housing 0 0 950 1,000 | 1,150 950 363 4,413 US$100,860,000 | PMU The housing solutions
created by the solutions semiannual |offered by the program
program and offered progress include new housing units;
to the families to be report homebuyer assistance; and
resettled housing subsidies.
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Output mUer;;L?rfe line | Yearl|Year2 | Year3 | Year4 | Year5 | Year 6 | project- Co;trg_fe;g:c;itéct / vzﬂr?ﬁgzti%fn Comments
value end target !
1.6 Upgraded housing # of housing 0 0 50 205 450 400 95 1,200 US$5,400,000 | PMU This refers to housing units
units units semiannual whose kitchens, bathrooms,
progress rooves, and indoor
report connections were upgraded
according to the inhabitants’
needs. The projects will take
the risk analysis into
account and give priority to
resilient solutions.
1.7 Hectares in CIS Hectares 0 0 12 30 65 80 73 260 US$210,000 PMU This refers to the hectares of
regularized semiannual |land that will be regularized
progress thanks to the legal support
report provided by the program.
1.8 CIS served through # of CIS 0 0 0 11 7 0 26 44 US$630,000 PMU Pro-gender and pro-diversity
complementary semiannual |indicator.
actions for gender progress This refers to the number of
and diversity report CIS where supplementary

inclusion (Afro-
descendants,
LGBTQI+ persons,
and persons with
disabilities)

social inclusion actions were
implemented. The indicator
can be disaggregated as
follows:

CIS served with
supplementary social
inclusion actions targeting
women;

CIS served through
supplementary social
inclusion actions targeting
LGBTQI+ persons; and

CIS served with
supplementary social
inclusion actions targeting
persons with disabilities.

Supplementary actions
include: (i) participatory
diagnostic assessments;
(i) implementation of small
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Output mUer;;L?rfe line | Yearl|Year2 | Year3 | Year4 | Year5 | Year 6 | project- Co;trg_fe;é[c;itéct / vzﬂr?ggzt%fn Comments
value end target !

works steered by the
diagnostic assessment with a
view to serving persons with
disabilities; (iii) design and
launch of the Andar Livre app
for CIS residents; and
(iv) campaigns against
gender-based violence.

1.9 Entrepreneurship # of 0 0 4 4 4 4 4 20 US$450,000 PMU This refers to the number of
training workshops workshops semiannual |workshops on
for women progress entrepreneurship and civil

report construction held for women
living in CIS.

1.10 Action plan for the # of plans 0 0 1 0 0 0 0 1 US$450,000 PMU Pro-gender indicator.
training and _ semiannual | This refers to the design of a
productive inclusion progress methodology for the
of the LGBTQI+ report productive inclusion training
population for LGBTQI+ people living in

CIS.

1.11 Award-winning youth|# of initiatives 0 6 6 6 6 6 6 36 US$360,000 PMU Pro-diversity indicator.
social impact semiannual | Thjs refers to the number of
entrepreneurship progress award-winning initiatives
initiatives involving report whose participants or

Afro-descendant
participants

members are Afro-
descendants.
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Output mUer;;L?rfe line | Yearl|Year2 | Year3 | Year4 | Year5 | Year 6 | project- Co;trg_fe;é[c;itéct / vzﬂr?ggzt%fn Comments
value end target !
Component 2. Resilient infrastructure
2.1 Macrodrainage Linear 0 0 1,096 | 1,538 | 3,716 | 1,445 945 8,740 US$27,345,000 | PMU This refers to the linear
works executed meters semiannual |macrodrainage works along
progress the Teijipio, Jiquia, and
report Moxoto Rivers. These works
include rehabilitation of
riverbanks and areas, such
as with bicycle paths and
other measures to protect the
banks and prevent people
from taking residence there.
2.2 Linear parks Hectares 0 0 0 26 39 13 13 91 US$51,327,000 | PMU Linear parks serve as
established semiannual | buffers during rain events.
progress
report
2.3 Slope containment m? 0 8,800 | 7,628 | 8,564 | 10,032 | 7,704 | 5,220 47,948 US$69,660,000 | PMU This refers to slope
works completed semiannual containment works in
progress zones classified as high or
report very high risk. The
measurement is the total
area of the slope where the
work takes place.
2.4 Slope containment m2 118 177 415 296 474 296 1,776 US$590,000 PMU This refers to slope
works with public semiannual containment works in
facilities established progress zones classified as high or
report very high risk. It will be
measured as the total area
of protected slope that is
covered by the respective
public facility (e.g., squares
with benches, basketball
courts, etc.).
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Output mUer;;L?rfe line | Yearl|Year2 | Year3 | Year4 | Year5 | Year 6 | project- Co;trg_fe;é[c;itéct / vzﬂr?ggzt%fn Comments
value end target !
Component 3. Modernization of urban and housing management
3.1 Urban, housing, and Modules 0 1 1 1 1 1 0 5 US$900,000 PMU This consists of the
socioenvironmental semiannual |digitalization, augmentation,
data management progress and interconnection of the
system, report municipal government’s
implemented databases for the
management of urban,
housing, social, and
environmental data. The
steps to be carried out are
system structure, base
platform, digitalization,
integration of databases, and
development of the new
modules.
3.2 Computers for BIM # of 0 50 0 0 0 0 0 50 UsS$81,000 PMU Computer package
procured and computers semiannual |(hardware) with low energy
installed progress consumption tested for BIM,
report installed and operating
3.3 BIM software # of licenses 0 50 0 0 50 0 0 100 US$925,000 PMU Initial three-year licenses and
procured and semiannual |renewals
installed progress
report
3.4 BIM training courses | # of courses 0 0 1 0 0 0 0 1 US$554,000 PMU This refers to a training
held semiannual |course, to include training on
progress evaluating energy
report performance and
environmental impact, held
for the public employees of
the Recife municipal
government.
3.5 Recife PLHIS Plan 0 1 0 0 0 1 0 2 US$325,000 PMU Under Brazilian law, this plan
updated semiannual |must be updated every four
progress years. The prepared
report document is sent to the

Recife city council.
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Output mUer;;L?rfe line | Yearl|Year2 | Year3 | Year4 | Year5 | Year 6 | project- Co;trg_fe;é[c;itéct / vzﬂr?ggzt%fn Comments
value end target J

3.6 Climate risk Risk 0 0 2 1 1 0 0 4 US$2,420,000 | PMU This output includes the
monitoring and management semiannual |preparation, adoption, and
management tools progress dissemination (workshops) of
system, developed report the following tools: (i) guide

to resilient construction;

(i) disaster risk early warning
system; (iii) river and sea
flood risk management plan;
and (iv) landslide risk
management plan.

3.7 Training workshops # 0 0 4 4 4 4 4 20 US$90,000 PMU Pro-gender indicator.
for women semiannual | Thjs refers to the number of
community agents progress workshops organized for
on preventing and report women community leaders
managing climate on risk management so they
risks can act as point people for

their CIS.

3.8 Urban planning Modules 0 0 1 1 1 0 0 3 US$540,000 PMU This consists of the
system implemented semiannual |digitalization and automation

progress of urban oversight as well as

report the preparation of post-
relocation protocols. There
are three modules to be
developed: system structure;
digitalization; and
automation.

3.9 Housing innovation # of 0 0 0 0 0 0 3 3 US$5,650,000 | PMU This output includes
program pilots programs semiannual |implementation-tests of pilot
implemented piloted progress projects to offer housing

report solutions, like the rent

subsidy program; the
“Moradia Primero” first home
program; social management
of condominiums in low-
income housing complexes;
and other programs to be
identified during execution.
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Division: HUD Operation number: BR-L1609 Year: 2022

FIDUCIARY AGREEMENTS AND REQUIREMENTS

Municipio of Recife, through the ProMorar Recife Program Management
Unit

Urban Resilience and Revitalization Program in Socially and
Environmentally Vulnerable Areas - ProMorar Recife

. FIDUCIARY CONTEXT OF THE EXECUTING AGENCY

1. Use of country systems in the operation?

Budget L] Reports Information system | L] National competitive
bidding
Treasury I Internal audit Shopping 1 Other
Accounting External control I Individual
consultants

2. Fiduciary execution mechanism

Special features of The borrower and executing agency will be the Municipio of
fiduciary execution Recife, through the ProMorar Recife Program Management

Unit (PMU), which will be in charge of program technical,
administrative, financial, and procurement management.

3. Fiduciary capacity

Fiduciary capacity of

the executing agency | prepared, guided by (i) the country’s fiduciary context at the time; (i) the

An institutional assessment for program fiduciary management was

results of the evaluation of the main fiduciary risks; (iii) the institutional
analysis; and (iv) work meetings with the Bank project team, executing
agency, and other State authorities. This assessment found that the
executing agency’s institutional capacity is satisfactory for program
execution.

1

Any system or subsystem approved subsequently may be applicable to this operation, in accordance with

the terms of the Bank’s validation.
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4. Fiduciary risks and risk response

Risk

e Risk Risk level Risk response

classification

Human If the executing agency does | Medium- | For the risks associated with

resources not have staff experienced low financial and procurement
in the use of IDB fiduciary management, the following
policies, the launch of the actions were developed:
program could be delayed, (i) ongoing strengthening of the
which would lead to higher executing agency through training
costs and longer sessions, assistance, and
implementation times. supervision by the Bank’s

fiduciary team; (ii) creation of a
special bidding committee for the
program; and (iii) detailing of the
financial requirements in the
program Operating Regulations.

Systems If the program financial Medium- | A technological solution enabling
management system has high management of program
not been procured prior to accounting in U.S. dollars and
the launch of program generation of Bank-required
execution, the submission of financial reports will be developed
financial information may be or procured within six months
delayed, which could block from the date the loan contract is
or push back disbursement signed.
requests.

5. Policies and guidelines applicable to the operation: documents GN-2349-15 and GN-2350-15
(procurement); document OP-273-12 (financial).

6. Exceptions to policies and guidelines: Not applicable.

Il. CONSIDERATIONS FOR THE SPECIAL PROVISIONS OF THE LOAN CONTRACT

Exchange rate: For purposes of Article 4.10 of the General Conditions, the parties agree that
the applicable exchange rate will be the one indicated in subsection (b)(i) thereof. For purposes
of determining the equivalence of expenditures incurred in local currency against the local
counterpart contribution or the reimbursement of expenditures financed from the loan proceeds,
the agreed upon exchange rate will be the exchange rate on the effective date on which the
borrower, executing agency, or any other person or legal entity authorized to incur expenses,
makes the respective payments to the contractor, vendor, or beneficiary.

Audit type: The program’s audited annual financial statements will be submitted to the Bank
every year, no later than 120 days following the close of each of the executing agency’s fiscal
years. The statements will be duly audited by the Pernambuco Office of the Auditor General or
by an independent external audit firm acceptable to the Bank. The program’s final audited
financial statements will be submitted no more than 120 days after the effective date of the final
disbursement.
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Ill. AGREEMENTS AND REQUIREMENTS FOR PROCUREMENT EXECUTION

Bidding documents

The Bank’s standard bidding documents or other documents
agreed upon by the executing agency and the Bank for the
procurement in question will be used for the procurement of
works, goods, and nonconsulting services subject to international
competitive bidding (ICB), executed in accordance with the
procurement policies (document GN-2349-15). Likewise, the
selection and contracting of consulting services will be executed
according to the policies for the selection of consultants
(document GN-2350-15) using the Bank-issued standard request
for proposals or the request form agreed upon by the executing
agency and the Bank for the selection process in question.

Advance procurement
/| Retroactive financing

The Bank may finance, retroactively from the loan proceeds, up
to US$15 million (5.8% of the proposed loan amount) in eligible
expenditures incurred by the borrower prior to the loan approval
date for studies and projects to be executed with loan proceeds,
as well as for execution of the program-eligible priority slope
containment works and macrodrainage projects, provided that
requirements substantially similar to those established in the loan
contract have been met. These expenditures must have been
incurred on or after the project profile approval date (18 August
2022) and under no circumstances may include expenditures
incurred more than 18 months before the loan approval date. The
Bank may also recognize, as part of the local counterpart
contribution, up to US$15 million in eligible expenditures incurred
after the aforementioned date, provided that requirements
substantially similar to those established in the loan contract have
been met.

Procurement
supervision

Supervision will be ex post, except where ex ante supervision is
warranted. Procurement processes conducted through the
country system will be supervised using the country supervision
system. The supervision method (ex ante, ex post, or country
system) will be determined for each selection process. Ex post
reviews will be conducted as per the project supervision plan,
which is subject to change during execution. The thresholds for
ex post review are as follows:

Executing . Consulting
agency Works Goods/services services

PMU US$10 million US$5 million US$1 million
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Major procurements

Selection ST
Description method Estimated date amount
(U.S. dollars)

Works

Macrodrainage in the Tejipid River ICB 2023-lll 15,510,000
Establishment of linear parks ICB 2023-11 38,004,000
Housing assistance works for resettled ICB 2023-1 53,442,000
families

Consulting firms

Program technical and social work Quality- and cost- 2023-11 1,907,000

based selection
(QCBS)

Program management support QCBS 20231 8,200,000
Rent subsidy program pilot QCBS 2023111 2,501,000

See the procurement plan.

IV. FINANCIAL MANAGEMENT AGREEMENTS AND REQUIREMENTS

Programming
and budget

The executing agency, through the PMU, is responsible for coordinating
the entire planning process for execution of the activities as planned in
the multiyear execution plan and the annual work plan. State agencies
use such planning instruments as the multiyear plan, the targets and
priorities established in the Budget Guidelines Act, and the actions set
out in the Annual Budget Law. The budget allocated for program
activities is included in the Annual Budget Act. The executing agency
team will ensure that the program budgetary resources, including both
IDB funds and the local contribution, are duly allocated and secured for
annual execution pursuant to the program’s operational programming
and financial plan.

Treasury and
disbursement
management

Disbursements and cash flow. Disbursements will be made in
U.S. dollars using the advance of funds modality or any other modality
established in the Financial Management Guidelines for IDB-financed
Projects (document OP-273-12). Advances will be made based on a
financial plan prepared for a period of up to 180 days. After the first
advance, subsequent advances will be processed after 80% of the total
cumulative balance of advances has been justified. If necessary, use of
the adjustments established in the Financial Management Guidelines
for IDB-financed Projects (document OP-273-12) may be analyzed.

The “online disbursement” electronic platform will be used to manage
the disbursements vis-a-vis the Bank.
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Bank resources will be administered through an exclusive account that
supports identification of the loan proceeds and preparation of the
respective bank reconciliations.

For purposes of accounting for loan and local counterpart proceeds, the
executing agency will use (i) the exchange rate in effect at the time the
funds advanced in the operation currency were converted to the local
currency, in the case of IDB resources; and (ii) the exchange rate in
effect on the date of payment in the case of reimbursements of
expenses and recognition of expenditures against the local counterpart
contribution. Expenses deemed ineligible by the Bank will be
reimbursed with local counterpart funds or other resources, at the
borrower’s discretion and with Bank approval, depending on the nature
of the ineligibility.

Accounting,
information
systems, and
reporting

The Municipio is required to use the Sistema Orgcamentario Financeiro
[Financial Budgeting System] (SOFIN), administered by the Ministry of
Finance, which handles all financial, accounting, and financial planning
execution for the Municipio’s operations.

This system can be used to export accounting information to other
environments. However, it currently does not support the identification
of program transactions in the operation currency (U.S. dollar) as
required by the Bank.

Accordingly, no later than six months after the signing of the loan
contract, the executing agency will develop a financial management
module integrated with SOFIN or otherwise procure a system that
supports the generation of reports for program disbursement and
financial reporting processes, as well as other basic reports requested
by the IDB.

Internal control
and internal audit

The Office of the Comptroller General of the Municipio of Recife is in
charge of the government’s internal auditing function.

External control
and financial
reporting

The Pernambuco Office of the Auditor General is in charge of the
external control of the Municipio of Recife.

The external auditing of the program may be carried out by the
Pernambuco Office of the Auditor General or by an independent
external audit firm eligible to audit Bank-financed operations, according
to the terms of reference previously agreed upon by the borrower and/or
the executing agency and the Bank, which may be adjusted over the
course of the project depending on the outcomes of the Bank’s
supervision.

The audited financial statements will have a cutoff date of 31 December
and will be submitted within 120 days after the close of each financial
year. The final audited financial statements will be submitted within
120 days after the effective date of the final disbursement.

Financial
supervision of
the operation

The financial supervision plan will be developed based on the
evaluations of the executing agency’s fiduciary capacity and risk and
will include on-site supervision visits and desk reviews, as well as the
analysis and tracking of findings and recommendations from the audits
of the program’s annual financial statements.




DOCUMENT OF THE INTER-AMERICAN DEVELOPMENT BANK

PROPOSED RESOLUTION DE-__ /23

Brazil. Loan /OC-BR to the Municipality of Recife. Urban Resilience and Revitalization
Program in Socially and Environmentally Vulnerable Areas — ProMorar Recife

The Board of Executive Directors
RESOLVES:

That the President of the Bank, or such representative as he shall designate, is authorized,
in the name and on behalf of the Bank, to enter into such contract or contracts as may be
necessary with the Municipality of Recife, as Borrower, and with the Federal Republic of Brazil,
as Guarantor, for the purpose of granting the former a financing aimed at cooperating in the
execution of the Urban Resilience and Revitalization Program in Socially and Environmentally
Vulnerable Areas — ProMorar Recife. Such financing will be in the amount of up to
US$260,000,000 from the resources of the Bank’s Ordinary Capital, and will be subject to the
Financial Terms and Conditions and the Special Contractual Conditions of the Project Summary
of the Loan and Non-reimbursable Financing Proposal.

(Adopted on 2023)

LEG/SGO/CSC/EZSHARE-620307903-42172
BR-L1609
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