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1. 
concuning the above-referenced project, the impiementation of which is m d y  
supportad by two Bank loans. The attached Response has been prepared in close 
coordinatic11; with the I n t e r - h e r b  Development Bank, and addresses ail of the issues 
raised in the Request. In our response, we provide supporting evidence and details to 
demonstrate that the Bank has not been remise in complying with our policies for such 
operations. In particular, the response highlights the thoroughness of the Environmental 
Assessment in identifying environmental risk and mitigation measures. 

2. The: crux of the matter is that not everything has gone, nor will go, pwfactly w d  
and there are sti l l  large uncertainties in completing the operation. This has to do with the 
planned privatization and the need to complete a very substantial resettlement component 
prior to filling the reservoir to the next levels - 78 meters above sea levei (d) and 83 
masl. For lhe works done to date and the ñliing to the 76 d level, while there have 
been deiays, there is little evidence of harm having bem done to the affected parties. The 
next major hurdle is a decision to be taken on privatization: that wiil detmnine what 
happens next. in our response, we stress that the Bank has adequate sdbguards to ensure 
that ail resettlement and environmental mitigation measures are implemented bcfon raising 
the reservoir above the elevation 76 masl, regardless of who operates the Yacyrctá 
complex. 

Or, October 1,1996, the Inspection Panel registered a Request for Inspection 

cc: Mesmb./Mnea.: Kaji Koch-Weser (dr] (EXC); Shihata, Ri80 (LEGVP); Alexander 
(OPRDR); Burki, Ody (LACVP); Ecevit (LATSO); Nankani 
(LAIDR); Augusto, Hagerstrom (LAlC2); Fab, de Franco (oh), 
Klockner, Jadnjevic (LAITU); Oliver (LAlER); Collell, Molnar 
(LEGLA) 
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ARGENTINA 

SE(S0lQIl YACYRETA HYDROELECTRIC PROJECT 

REQUEST FOE( XNSPECTION: MANAGEMENTRmPONSE 
i 

1. INTRODUCTION 

1.1 
concdng thc Yacyrctá Hydroelectric Project, the implementation of which is currently 
nipported by two Bank loans. The Request was submitted by SobrevivmCidFrimds of 
the Euth, 1 non-governmental o r g h t i o n  (NGO) based ¡n Paraguay. An identical 
RsquW has been presented to the Investigation Mechanism of the Inter-American 
Development :Bank OB). This Managemat Response has becn preparad in close 
cowdidon with the IDB, and has been formulated to address all of the issues raised and 

On October 1,1996, the PhPpecton Panel registered a Request for Inspestion 

allegatkms made m the Request. ' .  

Eligibility issuer 

1.2 Thete are certain eligibfity questions reiating to the Request that are important to 
mph8s¡zc in the light of the requirements of the Board Resolution establishing the Panel: 

(a) Bank managanent is addressing the Request primarily in the context of 
Loan 2854-AR (which is 75% disbursed); other loans atad in the Request 
have either been M y  disbursed and closed long before the Request was 
filed (Lns. 1761-AR and 2998-AR), or have been substantially disbursed 
(Ln. 3520-AR, currently 98% disbursed), thus falling outside the scope of 
the Panel's jwisdiction (see Board Rtsolution, para. 14 (c)). Note, 
however, that the legal documents for Loan 2854-AR were amended in 
1994 to incOrporate provisions relating to Loan 3520-AR project act¡Vitks; 
thow provisions pertain in part to the environmental mitigation and 
resettlement plans addressed at length in the Management Response. 

In a depruhire fiom the terms of Board Resolution, para. 12, the Request is 
not Being filed "by an a6kcted party in the territory of the Borrower." The 
Borrower with respect to Bank loans for the Yacyrctá Project is the 
Argentine Republic, whereas Sobrevivencia and the individuals it claims to 
represent are all Paraguayan. Nevertheless, in the unique urcumsîancts of 
this casc, where there is binational execution of the project and where the 
physid impact of the project occurs mostly in the territory of the nationai 
putner that happens not to be the borrower, Management understads the 
pragmatic inter& in applying the Board Resolution ñcxibly on this puis. 

' (b) 
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(C)I It is happrophte’ror Sobrevivencia to have filed the Rqiest  partly on its 
o m  beW, for there is no allegation that the NGO has suffered or d 
s&er a material adverse effect as a result of alleged Bank policy violations. 
Consequently, the NGO is not an afftcted party according to Board 
-pant. 12. NevertheleyMonagemtntr~~esthat,asrlocrl 
Paraguayan NGO, Sobrevivencia can Sle the Request in rcpremtat%n of 
bue affected parties (e.g., Pamguayan individuals for whom specific hann 
rllqplioas m made). 

(d:) The identity of those individuals that Sobrevivencia claims to represent is 
being held confidential by the Panel at the request ofthe NGO. Althoufi 
the Board Resolution itselfdoes not address the issue of claimant 
anonymity, Management understands that there have been Panel precedents 
in this regad. Nevertheleas, it is important to note that such anonymity 
imposes serious constraints on Management’s ability to respond íbUy to the 
Reqgest, particularly with reganl to issues, vital in the context of respectUig 
the tenns of the Board Resolution, such as scope of the alleged harms, 
exhaustion of remedies, seriousness of aileged violations and causation. 
Management is responding as best it can to the Request despite the 
claimants’ anonymity, but we urge the Panel to take these co-ts ins0 
account when assessing whether the Request meets the &gi%%ty criteria 
required by the Board Resolution. 

The Mamaganent Response 

1.3 
ixnplunentation of the project which have also been of conccrn to Management. The 
Second YicyrctB Hydroelectric Project is designed to complete the rcmahhg work, 
in&- resatlement and environmcntai mitigation, to enable the Yacyretá project to 
reach its fxi11 p d ~  capacity. It was recognized at appraisal, both by the Bonk and the 
IDB, u bejng a project with sîgdicant attendant risks; in the Staff Appraisal Report’, the 
three major risks associated with the project were considered to be: (a) possible 
Uilivailability of funds; (b) Mure to impiement the resettlement and environmental 
mitiption activities Mtijfactorily; and (c) Mure to implement the transmission line on 
time. 

Tlie Request raises a number of important issues concerning the design and 

1.4 
the project would bencñt íbm its continued involvement. In particular, the Bank‘s 
presence was considered crucial in overwming the project’s “stop-go” pattern of 
implunemitation and m cataiyzing improved project management and organization, 
Govemmient commitment in terms of háing, and promotion of private sector 
invdvement. Measures to address the risks were incorporated into the project’s design, 

Gm its very considerable support over a long period, the Bank concluded hat 

m ñ  NO. 106%-Aq doted Augurt 3 1.1992. 1 

I 
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and this has ¡been translated into pmiical concern by mans of a large supervi9ion effort, 
with d c i i e n t s  for staff support five times the Bank average. 

1.5 
been further delays, patticuiarly with resettlement and enwOnmental mitigatioq azd the 
Bomwcr is not in compliance with its obligations in some areas. Most of these relateto 
mishg the ns~moir level above its present 76 meters above sea level (mas!), an event that 
has been postponed ibr &Setime being in view of budget constraints and the intention to 
complete the: project with private sector participation, through a concession for die 
operation, maintenance and marketing of energy produced by Yacyrctá to the *vate 
sector via 1 competitive process. 

1.6 
privatization scheme is fbndamcntaíly sound, provided the Yacyreti Binational Entity 
(EBY) takes) the required measures to implement the environmental and resettlement 
act¡vities rssociated with raising the reservoir levei above 76 masl. Adequate legal 
safiguards arc provided in both the Bank and IDB loans to ensure fbll compliance With 
these requinrnents. With respect to compliance with pending actions related to elevating 
the reservoir to the current operating levei of 76 -1, a time-bound Action Plan, 
supported by a Special Account, has bem put in place to complete all pending actions no 
later than Dxunbcr 1997. The pending actions are defined in Attachment A. This Action 
Pian is the subject of intensive Bank supervision. In the event that the proposed 
prhmtbdoni program is not implemented by February 1997, EBY in consultation with the 
two Govmments will propose to the Bank and IDB a plan for fiiture operation and 
flliancuig of Yacyre!tá. This plan could include the option of operating the resernoir at its 
existing lewd of 76 ml and d e f i n g  those additional investments needed to raise the 
rcsuvou to its fúll design level. 

In practice, a number of the potentiai problems foreseen have occurred; there have 

The strategy of the two governments to complete the project through the proposed 

1.7 The Request to the Panel claims that certain members of the local population have 
suffered mltd harm as a result of the Bank not following its own procedures and 
policies in the design and implementation of the project. These claims are set out in detail 
in Sadion 3, and refer to alleged fáilures in dam design, failure of the Bank to 6nance 
envkonmen~tal and resettlement activities, inadequate participation of the local population, 
fili)ures cont:&g resettlement and compensation, health problems, indigenous people, 
flaws in the Environmental Assessment, failures in project supervision, the economic cost 
of energy gtnerated at Yacyretá, and the anticipated impact of pnvatiition of the 
project’s operation, among others. 

consequences for the local population are the result of any alleged Management Golation 
of the Bank’s policies and procedures. The salient fatures of the Management Response 
are: 

1.8 we do not that &e problems ch hasve owrred and their possible 

the project made economic sense when conceived and, even though the 
CCMlomic realities have since changed, it stííl makes more sense to complete 
the project than to stop it. 

I I  I 
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, 
riu ire9ettlement and emrironmetitai mitigation activities req?fu«l prior to 
reaching the current TcsdNou: level of76 masl have ban met (except bom 
pending matters which arc bang addressed through appropnate financing and 
supdon).  

dre impacts ~fuhcreasing the operating i d  ofthe reservOirdm~ 7 ú d  
hire not yet occuflcd ímd arc covered by sdlicisnt legal covenants in full 
coiispiiana withlsuilrpoli*. 

although countcrp~ funding shortfklls have delayed project hplctnentari 'on, 
they have not caused hsnnflll impacts, precisely because the ramoir has not 
bem raised beyond its initial opel7Lhg level. 

the! delay in bcreashg the operating level of the remoir is, in part, 
attrhtabk to the Bank's supervision &om to ensure compliance whh 

esa- principle of Bank operations that the exercise of available legal 
retaedies is not I requirement but a didonary tool, to be 8ppfied d y  rffer 

res;ettlancnt and environmental management actMties, suppo*the 

otliet rcas~nable means of persuasion have firiled. . .  



2. DESCRIPTION PRESENT STATUS PROJECT 
2.1 

under an by the governments of and 
1973. objective of the project is to provide 

65 long; generation with a designed 
a passage support and a large program of 

alleviation. 
The project is about 80 down-stream of the cities of Paraguay 

The Yacyretá Hydroelectric Project is a joint venture being developed on the 

It is consisting of a large earth dam 

2.2 
1926 in connection with the of the A Technical 

was m 1958 to out studies, and the design of the 
completed in 1978. On the basis of this design, the Bank approved its first to the 

of (GOA) support of the project (Ln. 1761-AR for 
October 1979). support was provided under the Electric 

(Ln. 2998-AR $252 of which was 
to approved October 1988). Both of loans were the 
Performance Audit produced by the Operations Evaluation (OED) 
and sent to Board m June, 

origins of the project be to a joint by 

2.3 The Bank loan (Ln. 3520-AR $300 million, approved 
supports the Project which (a) to 

complete works and the first six (of an 20); 
(b) to and aspects; and (c) to encourage the 

of private capital in the project. The Bank in 1994, that 
in the loan to support the SEGBA V Power 

Project 2854-AR for $276 approved in June 1987) be used 
for The total to is $897 million. 
loan 1977, IDB has million to the project. 

2.4 
The most indicate that it be completed in with an 
delay and, an final cost of billion, a 59 percent cost 

The! project has numerous problems 

I 



price tams. '  A major procurement dispute concerning civil woiks dehyed the project's 
--up. Further delays were caused by Argentina's economic and poliucal difficulties 
th rougbt  the 1980s and the conqtent  problems of project finance. 

U 
facilties to permit increasing the number of generating units beyond twenty wete 
eliminated !?om the design in order to reduce project cost, and in the early 1990s it was 
decidad to ,s&t opedng the reswok at areduced water level of 76 meters above se8 
level (masi)#, instead of the maximum design level of 83 masl, in order to rc-phase major 
hvcstmcntz; for rescttiement, uifiastructure, environmental mitigation and land acquisition 

A niumber a€ c b g c s  were introduced in the scope of the project: h 1986, 

2.6 
pmvide the Board with periodic progress reports on project implementation. The most 
recent report, of April 17,1996, was supplemented on June 27, 1996 with the findings of 
the M a y  19% Bank superVision mission. The current status of project hplcmcntat¡on is 
rnnnmarizeii m the following paragraphs. 

When the latest Bank loan (Ln. 3520-AR) was approved, Management agreed to 

2.7 The: main civil works, and the supply and instailation of electro-mechanical 
equipment, are progressing satisfactorily and according to schedule. M& ciyd works arc 
arpected to be completed by the end of 1996. With the most recently instalkd &3CnCfating 
Unit having, been commissioned in October 1996, there are now eleven units under 
commercial o p t i o n .  While instailation of ail twenty units should be completed by mid- 
1998, operation of the reservoir at level 83 masi is not expected until January 2000. To 
complete tihc project, the following activities remain: (a) complementary works 
(rcsettlemc!nt, coastal treatment, and infrastnicture relocation works); (b) civil works for 
the protection of the Aguapey and T d  streaa~s; and (c) civil works for water flow 
control of *the AAa Cuá spillway and coastal treatment of the Apipé island. 

2.8 
Programs i(ñEMP) has been delayed because of administrative bottlenecks and budgetary 
constraints. The implementation of the REMP related to reservoir levels above 76 masi 
has ban delayed by more than two years and is currently nearly halted, mainly because of 
the Govennments' decision to hold implementation until the privatization scheme for 
Yacyrctá is approved by the Argentine and Paraguayan Congresses. The general 
economic down-turn and the contraction of public sector expenditure in Argentina in the 
wake of the ''tequiia effect" has made matters worse. Socio-economic outcomes of thc 
relocation of the population affected by operation of the reservoir at level 76 mas1 arc 
mostly satisfâctoy. 

2.9 As agreed with the Bank in May 1996, EBY has secured the funds and started 
hnplmenltation of pending actions related to raising the reservoir to level 76 mad, such as: 
(a) contract signature and starting of the construction of the 28 houses; @) compensation 
to ail Smaill bnck makers (oZertxj; and (c) Signing of contracts for the construdon of the 

The implementation of the Resettlement and the Environmental Management 

1 i -- - l .  
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communaf iinfiastriimre in. the Caragutá md Yacarey artas and ofthe drainage system in 
the Atinguy area. These activities wiU be completed by the end of 1997, thus conddhg 
the resettlement and environmental mitigation measures required for raising the 0-8 
i m l  ofthe nservóir to level 76 masl. An increase in the operating level of the rescrvOir 
above theemcat level 76 masl depends upon the Satisfkctory complet¡on ofpre-dcfbd 
prtions of the REMI', as defined in the Loan Agreement and Schedule 2 of the Project 
Agreunmt. The GOA, the Govcmmcnt of Paraguay (GOP) and the Enti& BiMcianap 
rm(E3BY) have agreed that tberewitlbeno fiuther increase mthe resemir 
elevation until the satisfactory Completion of the required envirormentd and resettlem«lt 
actions. 

2.10 As the opmting level of the reservoir has been restricted to 76 masl until 
additional fiunding for the project is secured (through privatization or direct public 
experidihirei), no nsettlement actions for increasing the operating level of the reservoir 
above 76 mad have been initiated, except for housing design and social support programs. 
The housing progmq, which involves the construction of about 2000 houses to be 
financed by IDB, is the critical dement for reaching level 78 masl. Efftvencss of the 
iDB loan nmains contingent on the appointment of consultants for engineering updating 

Bqond the requirements of the REMP, the GOP has taken the responsibility for 

and supervision of complementary worics. - .  
2.1 1 
relodon of "additional fiunilies" C.C., those fámilies that moved into the area to be 
flooded by the r emoi r  der EBYs 1990-91 census and which, therefore, arc not 
included wider EBYs REMP). Land in the Itapazo area has been acquired for this 
purpose. The bidding process for the construction of facilities for water and electricity 
supply is d e r  way under Ln. 3842-PA which includes a component of USSl.2 million to 
support rc&tlemcnt activities. The contractor w i U  be selected by December 1996, and 
the works rhould start and be completed by January 1997 and July 1997, respectkc@. In 
Encaniagóin, some of these displaced additional families are living in precarious 
conditions. On the Argentine side, the F e d d  Government has agreed to take 
responsibiity for relocation of additional f8milies (61 small brick-makers) affected by the 
present o p t i n g  level of the remir .  The GOA and EBY will provide the countapart 
fiuids to wzcss financhg available from Bank Loan 3821-AR to finance the constnict¡on 
of the 61 htouscs, which wü start before December 1996. For the relocation of these 
aunititS, EBY has made avaüable the land and has provided water, electricity and access 
roads. 

2.12 
effect" cawed B Y ' S  finand situsoion to deteriorate. As 8 resal: of the GOA decision 
not to 6nance its contn'bution to the 1996 project budget, and a decision based on its 
agreement with the GOP to complete remaining project works through a privatization 
scheme, EBY's eicctricity sales remain its sole source of finds. This is not sufñcicnt to 
meet the f i c i a i  requirements for the continuation of the resettlement, environmental, 
and ¡&astmcturc works, and to pay outstanding debts to contractors, until priVatitation is 
completedi. Following strong representation by the Bank to the GOA to m e t  its Locrn 
obligations, EBY seaired in August 1996 a USSSO mllion credit from a load bank to 

Tbe reduced GOA contribution to the project's 1995 budget following the "tequil8 

- 1- --. . II- - 
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pdaUy cash and the plan with the Bank to 
complete pending required for the operating of the reservoir to 76 
rraSl cost: USSi6 The pian is WiSf9ctorily 

to schedule. As rgrotd With the May 1996 Bank to speed up pogmrents 
those ntitedto 

with deposit of USS6.0 million, managed by 
sadF;iuncirilManag~r, has established in a bank 

To the waiiabiíity offunds the deposit to the 
rriinaining under the pha, some of which will be towards the 
end of 1997, EBY to 

2.13 The ûovcmmnts' strategy to complete the project through the privatization 
scheme 1995, the GOA and the signed a Protocol 

the of a private operator under a concession for the 
operation urd maintenance of the Ylcyreti pianî and the of energy. The 

in and the may which, in turn, 
rescheduling of the privatization plans. Privatization bidding documents 

prepared by the two ûoveniments, in with the REMP covenants in Loan 
Bank will review the documents approval of the Protocol by the 

two to (a) W i n g  for completion of the w o e  
(b) of the recurrent costs of ncccssq 

mitigation uid resettlement activities; (c) the adoption of 
rules for dun and spiüway operation; the of a redissic 

timetable of the reservoir to its It 
with EBY the GOA Uut the priviititation will be subject to with all tbe 
relevant Loan unda the Bank's and the loans, those 

resettlement Ud rctivitiecr. Under the privnbtion scheme, 
for 'on of these activities will be through 

managed EBY Wed the private responsible for the 
of and revenue collection. 

senate uieprotocal, but its by the chamber ofl[)eputies 



3. SUM!MARY OF SPECIFIC ISSUES, AND RESPONSES 

3. L ZPie Request for hspptction (the R6quest) concisely preserrts its case that 

“the: claimants have s u f f e f e d ,  a direct result of .... the violations of Bank policies 
... serious impacts on their standards of living, their economic well-being, and theif 
heaiith.” 

in addition, the Request elaims that 

Bank has .... N e d  to adequately supervise the Borrower or the beneficiary, 
di the result that the programs designed to mitigate the social and environmental 
impacts of îhc project have bem neglected to the harm of the claimants and others 

3.2 The Request makes a large number of claims including alleged actions or 
omissions on the part of the Bank with respect to the design and implementation of the 
project. The claims fiequcntly not linked directly to specific Bank operational 
procedures and policies. Instead, a blanket refèrcncc is made to seven ODs, two OPNs, 

one OMS, with the assertion that “during the course of the design and construction of 
the... Projaût, each of these policies has bem violatS2. A number of the claims do not 
comply with the of eligibility specified in the Board Resolution establishing the 
Ponel. Howcver, di of the points raised in the Request are dealt with in this Response in 
order to pnwide the Mest possible infonnation. The claims made are summarized 
mdividually matrix form in Attachment B and, where appropriate, are cross-referenced 
to the Violations of Bank poiicies and procedures. In order to avoid repetition, 
related and over-lapping clims have grouped togethers in the following sets of 
Claims and Responses. 

directly by the . .  

3.3 
kmw resawir levels, CM d u c e  îhc sociol and environmental impacts of a pmjecî 
have not oppucd, irrrrdcquaîe com’&mtion WQF given to design 

Claim pokïcùs which recognize thuî consiàèrutions, such us 

13 Md 

3.4 Wwipsnsc: WiedOPIOP with tiris me Bwi cwef3!y wdyzed 
rvaiiable dtsign at the time of project preparation and processing of the first 
loan. As the project site was defined, trade-off concentrated on diffcrent 
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reservoir operating levels. The Environmental Assessment (EA) concluded that most 
significant ecological and culturd site impacts would be felt even at the lowest operating 
level of the dam. Sumaries of (a) the comparison of potential impacts at different 
operating ievels ofthe reservoir; and (b) the principal environmental mitigation measures, 
are presented in matnx form in Attachment C. ïñe design uftbe rvsettlmerrt and 
environment mitigation program was done carefblly arid in accordance with dl Bank 
procedures and policies. 

3.5 The cost-benefit andysis originally carried out for the project concluded that the 
hjgher resiittl«nent and infiastnicture relocation costs associated with higher operating 
levels of îhe reservoir wouid be significantly outweighed by the incremental revenue 
resuhmg firom increased energy generation, giving a higher rate of return for the overall 
project. This conclusion remains valid. As described above, under the scenario of 
pernianenl. operation at levei 76 mad, only about two-thirds of the designed power output 
would be generated. The cost to generate this amount of energy foregone at another site 
and with other sources of energy would be much higher than undertaking the additional 
capital expenditure to enable Yacyretá to operate at its designed capacity, including the 
hcremenfial costs of resettlement, environmental mitigation, and infrastructure relocation. 

3.6 C&zim.* Tke ñaitùs did not adequately finance the environmental and social 
&'tdÒtr required by the project? requiring the GOA to provide counterpar! funding 
for land acquisi!bn, dmànistra!àon and the rcset!lement and environmental proíecíìon 
progrpun In iuùüîìon? the Banks fdied to incorporate reseîdement planning in the 
rteSign andfinancing of theproject, in violation of OD4.30 (Reques!, para 22). 

- .  

3.7 
and the second is incorrect. Bank policies require that, where resettlement and 
mvironmental mitigation operations are required, firm financial arrangements which 
ensurc adiquate resources to implement them should be agreed with the Borrower, but 
they do not require that the Bank loan itself should finance ail or any part of the 
cnvkonmental mitigation and resettlement operations. Moreover, OD 12.00 establishes 
that the Bank normally does not disburse against purchase of land and the Operations 
Policy Committee (OPC) confirmed in April 1996 that the Bank does not finance land. In 
this project, the Bank has firm legal agreements with the Borrower that provide complete 
and comprehensive financing for ail environmental mitigation and resettlement operations. 
The fkci that the Borrower prefers to use its own resources to finance the bulk of 
resdemmt, and that it requested Bank finance only for strengthening capacity to 

Rcrponre: The first assertion is based on a misunderstanding of Bank policy, 

Umrpiment the agÅ ettkmmt Plar,, does not wolate Bank policy. 

3.8 
was prepmxi by the Borrower agency and submitted to the Bank for review prior to 
appnisal of the Second Yacyretá Hydroelectric Project. The Plan was appraised in the 
field by a Bank resettlement expert. Consultations were held with affected people, local 
govanmt:nts, NGOs and technical staff of EBY. Families affected by the filling of the 
reservoir were identified through a house-to-house census conducted in 1990- 199 1 by the 
rcsettìcment planning tcam. Ail these families arc included in the Resettlement Plan. For 

A complete detailed Resettlement Plan, including design and finance commitments, 

II I 1 



those famiiiies who moved into the reservoir zone between 1991 and the present, the 
respective governments have agreed to provide replacement house plots, electricity, 
potable water, sewerage drainage, access roads and technkal in self- 
relocation. TheRwettlemcnt Plan3 was fmaliy rrgreedin negotiafions with the 
Borrower, subsequently incoqmrated in its entirety into the legal agreements signed 
by the Governments of Argentina and Paraguay and the World Bank. The resettlement 
procsss I;OW underway is guided by t i i s  legally-binding REMP. 

3.9 Claim= rights of participation and access to informaîion have been 
h k 4  lhe EBY and the Banks haw been unresponsive; and eflorts to raise problems 
and conccIws with them hove been unsuccessful, in violetion of (Request, 
pa?& 21 auui27). 

3.10 Response: We do not agree with the statements made. The Resettlement Plan 
was designed in part through consultation with representatives of the affected people G.e., 
Neighborhcmd Committees organized in the Sate elected representatives in local 
govemmenit, social workers, and other resettlement staff of the Borrower 
agency. Since 1990, the Borrower agency has maintained offices in the affected 
neighborhoods, stafftd by íùU-the social workers who interact on a daily basis with the 
affected faidies and accompany each fârnily in its relocation. Every Bank mission 
between and 1996 has met with affected families and their representatives. The 

provided by the Resettlement Plan were identified in this process of 
consultatioln. The Pian stipulates a choice between cash compensation and one or more 
resettlement alternatives for pen-urban brick makers, agricultural families and urban slum 
dwellers by the reservoir filling. These include formerly landless f m e r s  the 
majo* - who are eligible for title to land and houses at no cost. D shows 
the types and numbers of families in filling the reservoir to level 76 d, the 
resettlement alternatives offwed, the alternatives selected and the location of the f a e s  
today. 

3.11 Tbe Bank has provided to concerned NGOs and institutions all relevant 
inforniation regarding the EA report of the project. The Bank required EBY to carry out 
extensive rxnsultations with NGOs other interested parties. A three-day workshop 
with the of more than local, regional and national NGOs (of both countries) 
was held iin Ayolas in March, 1992 specifidy to review the draft EA document and the 
proposed cmvironmentai management plan for the project. Similar meetings were held in 
Encamaci6n and Posadas during the same year. A Bank-financed Environmental 
Management Training Seminar was held in Ayolas in My, Over prutidpeimils 
fiom government and NGOs of Paraguay attended. The Yacyretá EA, containing the 

Environmental Management Plan, was the focus of the seminar and was thoroughly 
discussed and analyzed. Official and informal meetings have been held with federal 
environmantai agencies, municipalities, provincial natural resource agencies and local 

i ResettJetnent and Relrabilitotion Plan: Yacyrctb H-lectric Project, July 31, 1992. 
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NGOs thrcwghout the process of project preparation and implementation, in both 
Argentina and Faraguay. 

3.12 In Iliae with BpnLpoliqr on Dar=s and Rtsepvoirs, a panel composed of 
intema€iondy-recognUted experts on environmental and social impacts was created by 
EBY in 1992. The Pmel meets t#rice per year in response to an agenda prepared by the 

The Pan& responds to emergent issues or problems on which the 
Borrowtr technical aavice and expert opinion; and (b) makes independent 
obsemtio,ns on the implementation status of agreed programs and provides feedback to 
the Bmovva. In the iatter capacity, the Panel conducts field inspections, interviews 
affected people and their representatives, consults regional and national experts, carries 
out analytical work and makes recommendations. The Panel provides written reports to 
EBY, with, copies to the Bank. Bank supervision mission have regularly attended briefings 
over the pist four years, together with EBY professionals, provided by the members of the 
Purel. i%: Panel convened at the project site between October 21-25, 1996, and the 
report, with conclusions and recommendations, will be prepared by the end of October. 

3.13 ChÙm Tke Banks f d e d  to ensure thai Aqentina or EBY had the 
ìndtutìofiui cqacìty 

3.14 Response: We do not agree with the basic premise. While it may be true that 
such institutional capacity could be improved, nothing in the Bank's procedures oblige it 
to ensure a given outcome. The Resettlement Plan was prepared in 199 1 - 1992 by 
experienced professional staff assembled by the Borrower agency, supplemented by 
htenrationdy-recognized consultants. Beginning in 1992, implementation capacity was 
strengthened as part of the agreed Resettlement Plan, which includes the permanent 
recruitmenit of a properly qualified and experienced resettlement coordinator, social 
workers, extension specialists, health specialists, educators, engineers and 
others. The Bank loan financed this augmentation of institutional capacity, which 
continues to the present. 

implement a mettiement program (Request, pa=. 24. 

3.15 
procucrS~rmm en- salts and tofinance environmental mìtigaîìon and rtsettlement, 
km not been creazed (Request, pam 

CZaim: The Environmental Trust Fun$ designed to receive part of the 

3.16 Response: The claim is incorrect. The Tmst Fund (to finance all the activities 
of the RE1W) was established by EBY in November 1994 in the Banco de la Provincia de 
Buenos Aires. Although the amounts åepositeå in this Fund were not precisely thore 
agreed with the Bank, the Borrower has funded the required environmental and 
resettlement programs up to elevation 76 mad through the Fund and othenvise. Mer 
reaching elevation 76 masi, the sponsoring governments decided to complete the project 
above elevation 76 mad through a privatization scheme of the operation and maintenance 
of the Yacyretá piant and the marketing of energy. In early 1995, the GOA reduced by 

its budget contribution to the project for 1995 and totally eliminated its contribution 
for 1996. However, to complete actions required for raising the reservoir level to 
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ml, the GOA authorized EBY to borrow funds against future electricity sales 
para. 3.66). 

riblr impirrve, or at ltast to nraintojn, their stam&& of tìvÌng, in violdon of 
ODl3Q porar and 29). 

3. I8 Response: 
the of the resettled population ail people displaced by reservoir filling to 
I d  76 mad) was conducted by resettlement experts by the Borrower and 
financed by the Bank loan, in accordance with the Resettlement Plan. This evaluation 
found that tine great majority of people who selected a resettlement option - 
mthcr than rash compensation have successfully re-establish4 their production 
systems, show no evidence of impoverishment, and (in many cases) have improved their 
income. The evahiiation íurther concluded that ail resettled families have better living 
standards than before their resettlement, including much-improved environmental health 
conditions, isecure property tenure, access to basic public services potable water, 

and health care) and improved housing. 

3.19 
Many families have not received e q u a t e  and 

many kaw not compensated in for their losa The lack of 
for quitobiit has them of the to negofiate fairry with 
EBY (Reques!, p lue  31). 

3.20 Response: We do not agree with these The leve1 of compensation 
paid to for property lost according to the Yacyretá Treaty is by a 

composed of an equal number of retired members of the judiciary 
from The EBY has no power to adjudicate or negotiate the amounts of 
compensation paid. The Commission compensation amounts based on the 
market rcplaccmmt value. Records show that less than 5% of compensation awards have 
been disputed. No property has been without fair compensation being first paid 
to owners. In some cases, owners of property have disputed the compensation 
mounts, iFn which cases the amount offered - but rejected by the awardee was 
deposited i n  an escrow account in the name of the affected party and held until such time 

wpeals were heard by the responsible judiciai in the respective 

3.21 Q c k  Sm*ous ked& pmbleras caused by tire rcTcNoir. These 
WQY not Ui the El, und the Banks haw failed to supervise or monitor the 

and the paformance lo mitigate them para 34). 

Tht Banks fa ta énswe thaí people resettled under theprqjM WCIC 

We do nst agree with this assertion. independent eVaiuation* of 

The faìM to establìsh a fair or equitable Sysrcm of 

3.22 Response: 
in-depth of anticipated health impacts. One of the EA authors is a well-known 

ScomìxUti, M. rad R 1995. Evaluocidn del Plan de Reasentamiento y Rchabilìtaci6n 
(five vadumes). h. Asunción and Washington, 

We do not agree with these assertions. The EA report presents an 

4 



I 

I 

- 

expert on epidemiological conditions dong the Paraná river and in Argentina a whoie. 
The health conditions existing in the area ûf influence of the project prior to the project 
wen quite deficient. Major endemic diseases included hepatitis, varhus gastro-intestinal 
mfccticrmr&parasites. Contaminated water resiiltlrgfkorn defíúeut waste dispasal and 
mitttion constituted a sipificant public health threst, especially in the urban 
areas. 

3.23 Reversing and improving negative health conditions in the region is a major 
objective of the REMP. The program consists of two interrelated 
emironmental health monitoring and treatment of illnesses disease vectors. Health 

have been monitored fiom two basic viewpoints: epidemiological surveillance and 
the of basic health services in resettlement areas. Epidemiological surveillance 
on the Par;aguayan side has been carried out in close coordination between FBY and 
health ofthe Departments of Itapúa and Misiones. The project has financed 

between Paraguayan and Argentine health agencies to monitor and treat 
clinical diseascs in the area of influence of the project. In addition, the project financed an 
arca-wide monitoring and control of vector-borne diseases, out by a prestigious 

center in Argentina. Local health agencies have been trained in monitoring, data 
interpretation and control techniques, . .  

3.24 
vector org,an¡sms (especially mosquitoes) in the arca of the reservoir since 1993, starting 
before the reservoir was filled to level 76 masl. Their findings, based on composition and 
relative abundance of species, do not indicate any changes in these parameters which can 
be hterprcded an additional incidence of vector diseases in the area due to filling the 
resentoir to level 76 masl. Malaria vectors of the genus Anopheles darlingi y 

ulbitm:n's) are endemic in the area of the reservoir. The data gathered so i% indicated 
that seas0:iial population behavior of these species does not present significant variations 
when comipared to their behavior before dam construction. Yellow fever and dengue 
vectors also endemic for this area, as they are for the whole Paraná basin. 

The Entomology Department of the La Plata Museum of Argentina has monitored 

3.25 
lìveìihoodh have completely changeà Tlu iand to them is inodequatc Tkcy 
wem not idowed to p<uticipate in &cision-making nor gìven alternatives 
p a  36). 

Claim: Tkc Mya Guarani haw lost their tra&tìod tem'tmy, and their 

3.26 Response: The first assertion is a statement of fact. The second and third 
are incorrect. Some Mbya families moved off the island of Yacyretá in 

1974 and became scattered in several locations on the mainland, for reasons that are 
unknown and prior to Bank involvement. These are the only Mbya people known to have 
been residlent on the island(s) of the Paraná river. In 1987, the Bank received a request 
fiom the IEpiscopal Confcrence of Paraguay, on behalf of the Mbya families, to consider 
them u having been displaced by the Yacyretá Project because they had fled the island to 

problems with authorities when they learned of the construction of the dam. 
Foliowing meetings the Bank, the Borrower agency and the Episcopal 

I ,  I '  -- 
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the agency volunteered to purchase a 370 ha tract of forest h d  
and to offeir the Mbyá the oppsmniry to reunite OF. this land 

327 
relocate by the which provided, in to titie to the hid, 
trp;nspsstaltion to the site, building marerials for houses, schooi, a drinking water w d ,  
seeds, toels, extension semices. Under the Second Ya@ 
project, a tube well, milk cows, h i t  trees, continued medical care and 

extension have been provided. The Mbya have reported to successive 
mikons their gratitude for the fact that for the “first time in memory” they have legal title 
to land and protected from Paraguayan invasions of their temtory. h8gUayan 
anthropologists have accompanied and assisted the Mbya in reuniting on their new lands. 
At 17.62 Ira per the carrying capacity of their land appears more than for 
the present and the next generation. 

3.28 Tire E4 wasfrmuur in many ways. It failed to consider s t y d  
ìmpWtmt of rkeprojd the impocl on the Afia Branch of the 
Porpná rim, resaves, vegetation removal, water table, f s h  migration, 
tnvbnmmtd manugemcntplons for Carmen Parad, lack of 

environmental (Request, parar 36-38, and 47-51). 

3.29 Response: 
nport under T e m  of Reference with the Bank. This EA was undertaken by a 
group of international Argentina, Paraguay and Colombia) which 
delivered high class product. The analysis was comprehensive included: (a) a 
SyntktiC i k d y s i s  of baseline conditions using the wide (but uncoordulated) 
m y  of and environmental studies carried out by EBY and other institutions in 
the area; (b) an assessment of the magnitude, importance and probability of occurrence of 

p tddly-s Ígdkant  negative and positive impacts; (c) an analysis of 
on options; and (d) an integrated Environmental Management Plan, 

tailored to the most likely reservoir filling schedule, with detailed description of activities, 
timin& hstitutional responsibilities and budget, The EA was sent to the Bank pnor to the 
r p p d d  im¡ssion, and an English language executive summary was distributed to the 

The EA report has deemed a thorough and complete best-case study by 
Bank and non-Bank specialists and met all the requirement of the Bank’s policies 
and produres. 

In 1988, the 21 Mbya families that accepted this ofer were then assisted to 

We do not with this claim. The Borrower prepared a full EA 

3.30 hblic took. place preparation of the EA. The consultants 
out informal consultations with environmental scientists, non-governmental 

organizations, environmental officials of local and national governments and informed 
ut¡zcns throughout the period of preparation of the EA. When the report was in 

and a formal 3-day consultation was organized by EBY With 
more than 60 NGOs and representatives of populations in The 
Resettlement Plan was also presented in form at this time to all of the partiupants. 

upon the suggestions and received, the was revised finalized. 
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3.3 1 
downstreami impact of the reservoir. The management of water quality and quantity dong 
this branch is to be atì important component of reservoir operating rules. The constzuctfon 
ofthrtc m i n i ~ Q w n s s t c a m  fim the Aña Cuá spillway will guarantee the permanence 
of appropnade water levels in the branch. Nevertheless, water quality degradation anir) 
other undwh-able condiiions aquatic weeds) need to be monitored in order to send 
neœssaty flows downstream to improve environmental conditions in îhe 
mini-reservoirs. A minimum flow will have to be maintained at any 
operational level of the reservoir, whether it is operated by EBY or a private sector 
concessionaire. These issues are being analyzed as part of studies to design the 
management of water levels and discharges which would be required bdore operation 
uther beyonid level 78 masl or under conditions which would necessitate closing off all 
spas on the Aña CUB Branch. 

A h  Cuá Branch The impacts on this river branch were regarded as the major 

3.32 Compensatoìy Reserves The EA report identiñed that of the most 
sienificant impacts of the project, both in importance and magnitude, will be the 
permaneat lioss of wildlands, especially the island ecosystem of Yacyretá and Talavera". 
It also stated that "the fùnctionai capabilities of these ecosystem will cease even at 
operational level 76 masl". The EA report also identified that the most important measure 
a d a b l e  for mitigating the loss of natural ecosystems is the establishment of a network of 
wmpensatoxy remes. Seven resewes totaling more than 100,000 ha were proposed in 
the EA repart as partial compensation for the wildlands lost to the project. These 
potential areas were identified as ecologically similar to the ecosystems affected by the 
project. Compensatory protected arcas have been established under the Y a m  project. 

3.33 Migration of Fish The potential impact of reservoir development on the fish 
populat¡ons of the Paraná river have been studied for several decades. The EA report Iiiiiy 
considered dl previous studies and conclusions, and recommended management plans to 
take into consideration: (a) the inevitable barrier of an existing dam (90% completed 
when the EA was carried out); and the existence of fish elevators as part of the main 
civil works the dam. 

3.34 The project's on the Paraná river's native fish are varied and complex, but 
appropriate mitigation measures are being implemented. On the positive side, the o v d  
fish biomass that of harvested species) is expected to increase under the project, 
becawe: the total fish habitat surface area) will expand; and 
(b) preliminary evidence indicates that the reservoir is a productive fishery habitat (with 
mostly emellent water quality other eswditions). F K ~ I F ~ ~ w ~ ,  t3e Yaqretd 
dam and reismroir arc not expected to cause any of the Paraná river's native fish species to 
disappear completely fiom the river (although this can only be confirmed over time with 
Continued scientific monitoring). This favorable prediction is based on the extendvc 
undammed section of the Paraná river below the dam, which native (including 
Species will c o n h e  to utilize and the fact that sections of the Yacyretá reservoir will 
continue to have aquatic characteristics suitable for some species not tolerant of 

condlitions. 
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3.35 On the negative side, the dam has resulted in thee majcr adverse impacts. FirSt, 
the dam is physical tG fish migrations, both up dom-river. Neither the two 
existing nslh elevators nor any other known technology ladders or and truck'' 

could restore fish migrations to resembling natural, pre-dam 
coaditions. W e t k f i s t r d e v a t a r s c m m t ~ a b l i s h n a W m i g t a t i o a ~ ~  

nonethdess usrtul for ensurins that the Yacyretá reservoir has a genetical!ydivase 
brerrding stock, by the resexvoir with many native species fiom below the dam. 
Second, two large fish kills o c c u d  below the dam during r e s d  fiIling to kvd 76 
masi, due to gas (primarily nitrogen) super-saturation of the relatively M o w  waters 
below the t h .  The gas super-saturation resoits fiom the atypical design of the dam's 
naill? sp¡lIuray, which causes excessive of the water. This effect was not 
dCipated by the EA, because it is a rare phenomenon (not pr&ously known fiom 
hydrodecbric dams in Latin America). Under the ckcumstances, EBY is doing werything 
feasible to minimize gas super-saturation, including: (a) adjusting operation of the main 
spillway; carefiiily monitoring dissolved gas levels; and (c) incorporating design 
changes hito the Aña Cuá spillway. As a result of EBY's efforts, visible fish kills are no 
longer o c u u h g  although the gas super-saturation problem will not completely disappear 
at Yacyretiá. Third, large-scale, illegal commercial fishing is common in Paraguayan 
waters imnnediately below the dam, where migratory species are highly concentrated and 
unusually tasy to catch. Although EBY has no legal mandate to regulate fishing below' 
the dam amid despite the fact that the Paraguayan authorities have been slow to respond, 
this problem is likely to be solved by the declaration and enforcement of a 1 km Security 
zone the dam, which would prevent access to most fishing boats (as well as protect 
the dam fiom the remote risks of sabotage or terrorism). 

3.36 Water Water quality in or near urban areas, and its related 
potential health risks, was identified as being of the highest importance. Existing deficits 
in sanitatica services (existing sewage coilection covers less than 15% of household uNts) 
and low circulating waters in lateral urban bays would create unhealthy conditions and 
cause proliferation of vector diseases. This condition would be exacerbated by endemic 
mosquito and institutional weaknesses of health sector agencies. Maximum 
risks would be present at the highest reservoir elevations. However, situations similar to 
pre-impoundment conditions were expected for fíliig of the reservoir to level 76 mad, 
and have been confirmed by the vector monitoring programs. 

3.37 The EA report established that improvements of basic sanitation senices Ui water, 
sewerage and sewage treatment, and in solid waste collection and disposal, were a 
necessary condition for filling the reservoir beyond level 78 masl. EBY has financed new 
water intakes and treatment plants for EncamaMÓn and Posadas, and is currentíy building 
main sewerage collectors, pumping stations and wastewater treatment plants for both 
cities. The Bank and the IDB have sewerage network and house connection projects h r  
Posadas and Encarnación. The reconstmction of urban infrastructure of affected urban 
centers will be included in a major study for the feasibility and design of coastal treatment 
works, wliich will be financed by the Bank Loan. 



18- 

I- 

3.38 
del Faraná. wil be the responsibility of the Psragusyan agency 
CORPOSAEiA in com!hation with EEY’s Technical Department. 

EBY compleied a study with the assistance sfconsultants with respect to Carmen 

3.40 
found of the receipt of this letter by the Bank, although it seems clear from the evidence 
presented in the Request that the letter was sent to the Bank. We are continuing the 
sc8fch of the records. 

Rcsponre: Despite an exhaustive search of files and records, no evidence could be 

3.41 
d g & n  p i a  may not òe implementeà for lack of fun& m&or questions iiS 
tccknbd qual@ paras. and 42). 

Qairiw ïñe Requesters have been informed that the proposed Aña Cud 

3.42 Response: We believe that the information on which the claim is based is 
korrect. A major enect of the project on fish and other aquatic life would be on the 
CUB Branch of the Paran6 river. This Branch would be subject to 
desiccation. The mitigation plan for this Branch involves: (a) the constmction of three 
m¡n¡-dams dowmtream fiom the M a  Cuá spillway, which would retain water during the 
low flow periods; (b) an environmental monitoring program which would assess water 
quality and other condions including aquatic weeds, vectors and fish mortality; (c) 

rules that would allow for minimum “ecological” discharges to the mini- 
reservoirs and Occasional iarge flushing releases, in order to maintain desirable 
envirOnmenûd conditions; (d) relocation of mer and sanitation infiasauctwe; 
(e) community programs for fisheries other water uses in the resenroirs; and 

control of‘illegal fishing and survciilance. The Borrower has agreed to fiilfill the above 
Environmental Mitigation Plan (part of the REMP) and to ensure that the Aña CUB Branch 
will not be lee dry at any t h e  before the infrastructure and the plans are in place. We 
understand tlmt IDB has never questioned the concept of the proposed mini-dams, but 
wanted to examine possible options. 

3.43 
specifiaa in ithe EnvUOnmentd Management plan, in violation of OD4.00, 

paras 43 and 45). 

Clrunw Vegetation has not been cleared from the areas to befloodeà, as 

Response: This assertion is incorrect. The effect of flooded vegetation on 
m o i r  water quality was analyzed using both qualitative and quantitative methods. 
These concluded that the relative importance of the flooded biomass on the 
ontall water quality of the reservoir was very low. Most of the flooded biomass is in the 
hnn of wetliands and natural grasslands, while standing trees cover less than 8% of the 
total resesvoir at level 76 masl. At the initial operating level (76 masl), the reservoir 
m c e  area covers some 1 î0,ûûO ha, of which some 52,600 ha correspond to land 
flooded and S7.400 ha to existing river bed. Of the land flooded, 8,300 ha correspond to 
d i - t r e e  vegetation, mainly riverine and island border forests (see following table). In 



addition to vay low vdues of flooded biomass per unit area Iess than 6 ton/ha 
cornparod to 300 - 600 todna for other tropical forests which have been flood4 by other 
reservoirs), the high turnover period at 3 to 5 days at level 76 masi and 25 
cby~ at lcvel83 masl), the low reservoir height, and river-induced mixing conditions all 
estahbhfàvwabie Conditions for mhtainhg adeque water quality in the reservoir. 

3.45 
quality of the reservoir, the EA report identified the need for the removal of vegetation in 
Jpecific ateais where risks of thermai stratification and eutrophication were the greatest. 
Spccific IVC(BS for vegetation removal were identified, in order: (a) to Unprove water 
quaiity conditions in low circulating areas, especially in iaterai bays near urban and/or 
resettlement areas; @) to diminish the potential of aquatic weed entrenchment of standing 
trees in arcas near population centers; (c) to improve access to the reservoir by rurai and 
urban users; and (d) to improve navigation channels. For reservoir filling to level 76 masl, 
about 2800 ha were targeted for the removal of standing vegetation using slash and burn 
techn¡ques. Of these, about 2700 ha (33% of the total flooded standing vegetation) were 
actually removed before flooding to that level. Critical areas to be removed for reservoir 
filling to level78 masi have already been identified. These fùture areas will target lateral 
bays near urban areas. 

Even with the low relative importance of flooded biomass on the overall water 

3.46 Favcorabk water quality predictions have been confirmed by extensive monitoring 
programs iricluding upstream and downstream conditions, which started before the final 
flooding to level 76 mas1 and are being carried out by binational teams of udversities and 
research minters. There have been no significant changes in key physical and chemical 
parameters in the main water body of the reservoir at locations such as Encarnación- 
Posadas and at the dam site. Initial conditions for oxygen depletion behaved as expected, 
with a slight dip immediately after flooding but with fast recoves, of saturation ievds. 
Although deteriorating water quality conditions in small patches or lateral bays of the 
memoir amnot be completely avoided, the removal of vegetation in critical areas has 
dcñniteiy improved water conditions and has not allowed the establishment of aquatic 
weed populations near populated areas. No bloom of aquatic weeds has been reported in 
the reservolir arm. 



The removal ofvegetation prior to flooding is one of the recomrntended 
included in 4.00 h e x  This policy does not require that all vegetation be removed 
as for Bank financing rather that the fcasibility of such removal shouid be 

The relative importance of flooded biomass in the overall water quality 
should be weighed against other sources of organic nutrient loads in the f ibre  
rcsemoir. Y’’ is a typical case where flooded biomass and other resenrOirconditiOns 

height, renovation time, mixing conditions) preclude total vegetation removal P 
meuis to hiprove water quality. S p d c  removal in targeted areas is, therefare, a more 

for a more use of resources to 
environmental mitigation. 

3.48 
achieve water quality, navigation, mosquito control, or other important objectives, 
standing trees are acceptable (and even desirable) fiom an ecological standpoint. 
The underwater portions of flooded trees and shrubs provide shelter and nutrients for 
many fish siid othq aquatic life. The emergent portions of flooded trees at Yacyreiá are 
used as roosting or nesting sites by cormorants, herons, kingfishers, swallows, and many 
other birds. 

in those parts of the Yacyr;etá Reservoir where biomass removai was not netded to 

3.49 
tùe nscniOii have not been (Request, para 46). 

Vmkdìotts in the levek of the water table on the Paraguayan side of 

Rqpoare: 
and quality not adequately assessed, either on the Paraguayan or on the 
Argentine side. The EA report addressed this issue; it concluded that there was not 
sufficient hhrmation to the potential impacts on groundwater quantity and quality, 
and recomicnded that specific hydrogeological studies be out in such 

and Posadas. The impacts would grow in importance with higher reservoir 
operating levels. These hydrogeological studies were included as part of the Bank- 
financed project, but they have not been out yet because of procurement delays. 
The EBY pllans to hire consultants in early 1997 With the objective of completing the 
studies 1997. This is M important information gap that needs to be addressed 
More r&Siiig the reservoir beyond level 76 masl. 

This assertion is correct. Water table conditions both for quantity 

3.5 
siîe the mervoir was filled The pmject wìlíüands without 

reserves, in violation of OPNI 1.02, and the 
m&n of memes has been üi~sory. Although it is claimed that six reserves have 

m s t  ernes title km sasa the are not 
protcctcd paras. 52 and 

The Banks fdeà to IL~SCSS adequately the at the Pmject 

3.52 Response: 
for the YaqyrctB project are described in the EA report and summarized in the EA 
Executive Shmmary and the StafTAppraisal Report. They included a thorough review of 
higher piants, huge mammals, birds and reptiles in the project arca, and a less detailed 
reView of P,araná river fish species. A comprehensive survey of other life forms 

These assertions are incorrect. The biological surveys carried out 



-21 

invertebrates) 
complete uid the irfonnation obtained would almost certainly not have been used to 
change project design or operation. By the time that Ln. 3 was under p r e p d o n ,  
the Yacyreth dam was physically in place and could not be relocated, based un 
hbbgkaloi: s q  other environmental data However, the bfulo~cd surveys that were 
can¡ed out proved very usetul in identifj4ng compensatory protected areas which have the 
same toosysrtmi m e s  the same or similar species the areas flooded by the 
f,csav&. 

the remvoir area was not done, as it would have taken several years tQ 

a system of compensatory protected areas which is fdly consistent with the letter and 
spa of the Wildlands Policy (superseded by the Natural Habitats Policy, OP 4.04). To 
date, five new protected areas totaling about 128,000 ha have been legally established 
d e r  the Yacyrttá Project. They comprise: 

The Environ@ Mitigation Program required under Ln. 3520-AR provides €or 

(a) five Special Conservation Units Ibera, Itati, Yaguarete Cora, and 
Camby Reta) totaling ha within the Ibera Provincial Reserve 
(Comentes, Argentina); 

Santa Maria Provincial Reserve (2,450 ha in Corrkntes, Argktina); (b) 

(c) Apipé Grande Provincial Reserve (27,000 ha in Comentes, Argentina); 

(d) Campo San Juan (5,700 ha in Misiones, Argentina, which is still under 
private ownership but is legaliy protected under a “no innovation” decree); 
and 

the Isla Yacyretá Wildlife Reserve (9,940 ha in Paraguay). (e) 

As a group, these reserves encompass at] of the ecosystem types (including different kinds 
of wetlands, native grasslands, and forests) which have been or will be inundated by the 
reservoif. la compliance with the Natural Habitats (Wildlands) Policy, the combined size 
of the Yacyrctá Protected System is larger than the land area to be 
inrmdrtcd vhen the reservoir is raised to level 83 mas1 (about ha of natural 
habitats). 

3.54 On-the-ground management has been initiated (with financial support fiom EBY) 
at the Santti Maria and Isla Yacyretá reserves, which now have physical demarcation and 
fllll-time guiards. Investments to manage the other above-named protected arcas have 
been delayed because EBY has not yet provided the rngreed mur.tczp~ EIovmw, 
these other reserves (Ibera, Apipé Grande and Campo San Juan) do not currently fh 
human encroachment or other imminent threats. Nonetheless, satisfactory implementation 
of on-theground protection measures for the Ibera-Galana, Apipé Grande, and Isla 
Yacyrctá r t m e s  is a pending action required for operating at level 76 mad, which is 
bang implemented as agreed With the Bank The recurrent costs of manag¡ng all of the 
SAPY reserves (as wdl as other recunent environmental mitigation costs) are to be 
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through a special dìocation fiom power sale revenues; this requirement will bc 
made exp!id: in the privathtion bidding documents. 

3.55 
land losit to the reservoir is in Paraguay. This apparent imbalance exists because it 
has bem to establish new protected on tire sideof fiver, which 
has Si@Caiit tracts of public lani: (at Ibera and Apipé Grande) and a more favorable land 
ncpropriatiOii law (for Campo San Juan). On the Paraguayan side, di the sites examined 
to date for pDssible new resewes are privately owned. Except for Isla Yacyretá, EBY’s 
management has consistently deciined to purchase land in Paraguay, due in part to 
CDI~C#W S t e d  land prices, However, EBY has committed itself to finance 
essentially all of the costs of protected area establishment and managemefit, other than 
land quk¡tion. The Natural Habitats (Wildlands) Policy does not speciQ what 
proportions the compensatory protected areas must come fiom each country in 
binational projects. 

92% ofthe SAPY iand area is in Argentina, while about 75% of the natural 

3.56 the western end of Isla Yacyretá has been degraded by dam 
constmction-related activities prior to being established by EBY in March 1994 as a 
WddMe Reserve, it is nonetheless an ecologically valuable area, with the only.&ary 

brasiliense) forests and sand dune formations in any of the SAPY protected 
The problems cited in the Request are being addressed: protected area guar& have 

b e m  hired, the reserve has been demarcated with signs, the Ayolas garbage dump has been 
closed, and ixhbiütation of borrow pits (as wetland ponds or other attractive Wildlife 
habitat) is underway. A major pending action at the Isla Yacyretá Wildlife Reserve is the 

by EBY of remaining private lands; this is to be done initially in the portion of 
the r ~ s c r y ~  csst of the highway, which is relatively wild and where no resettlement is 
needed. Although the is not a globally-endangered tree species, forests in 
Paraguay a rare and threatened ecosystem. The Bank is committed to ensuring that 
adequate waiter remains in the Cuá Branch sufficient water releases, With or 
without the three planned mini-dams), so that the forests at Isla Yacyretá will not be 
damaged by water shortages. 

Ur nolation of OPNlI.03, and the Request asks that the Panel evaluate the ment to 
which polìcy has been complied with (Request, para 54). 

CZaim: mere might haw been an impact ofthe project on c u l t u r a l p m p ~ ,  

3.58 Retlpoote: Bank-financed systematic field surveys and investigations were 
carried out for the Paraguay and Argentina sides of the river and for the islands. 
k c h e d o g i d  salvage openctlona were carried out in all islands prior to flooding to 
Iwd 76 masl. Materiais and artifacts have been analyzed and catalogued. Additional 
surveys if needed, salvage) as well as studies of historic sites in urban areas to be 
flooded will be carried out prior to filling the reservoir to higher elevations, as defined in 
the REMP. 

I1 I I ’  
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3.59 The systematic disregardfor the impact on biodiversity undaniims 
fie goals ofthe Gnvention of Biological D i m i @ ,  in violation of OMS2.36 
c DURU 63). 

3.60 lkqporne: This assertion if incorrect. The Yacyretá projeet was d 4 g d  
largely implemented long btfore the Convention on Biological Diversity was Signed 

Implementation since 1992 has done much to vipport, not undermine, the gods of 
this convention, both m Paraguay and Argentina Project activities which support the 
ConVaitim mclcde: (a) establishment and management of new protected areas; (b) 
research and monitoring of many terrestrial and aquatic animal species in the project 
(c) promotion of sustainable fish management, by prohibiting fishing immediately below 
the dam by nfiásing to introduce non-native fish into the reservoir; (d) Captive 
maintenancit and reintroduction to suitable riverine habitat of threatened AylucosZ~ma 
snails, (e) nmaghg of water releases over the dam and spillway to help sustain native fish 
and other life by rniniminng gas super-saturation and avoiding desiccation of the 

CUB 
managemerit, fish monitoring, and the other recurrent costs of environmental protedon. 

3.61 
d d  the Bonunou to delay implementation of the neglected social and 
eavironme,ntaì components In the Banks did not exetcìse their remedies 
w h  the tbrrowcr fiziled to comply with Loan conditions, in violation of ODI3.I.S 
ODl3.40 paras 64 and 65). 

and allocation of power sale revenues for protected area 

claim: Tlte Banks have allowed the project to s t r q  off-course, and kavl 

3.62 Response: 
remedies is based on a misunderstanding of Bank procedures. Commensurate with the 
nature and complexity of the project, the Bank has supervised the project at least three 
times a year; as shown in Attachment F, in the past four years, 24 supervision missions 
have visited Argentina/Paraguay. On average, the Bank has assigned 80 stafheeks p u  
year to supervision of the project, five times the Bank-wide average. SupeMsion missions 
have met with interested parties, including the Universities of Buenos Aires, Misiones and 
Encamacián, Fundación Moisés Bertoni, Fundación Vida Silvestre, as well as the 
representaljves of population. Supervision missions have been and always 
ready to meet Wjth interested parties during the course of their work and they have done 
so regularly since 1990. Our records show only one ufilfilled request from 
Sobrevivercia received while a Bank mission was in the field (November 27, On 
this the mission contacted SobrcVivencia, and its staff apologized for the fact 
that they were unavailable. It was to meet in the fùture in Washington and in the 
field with missions. The Bank met most recently with Sobreviveneia in 
and October 1996. 

We agree that there have been delays, but the assertion concemhg 

3 
related to ielevation 76 mas1 current operating level of the reservoir) and those 
actions required as a precondition for raising the reservoir level above elevation 76 masl. 
The Bank, in close coordination with IDB, ensured that all essential environmental and 
resettlement actions were complied with before agreeing to raising the reservoir to 

In supervision, Bank missions have drawn a clear distinction between the actions 
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elevation 76 masl and commissioning the first generating unit. At this point, the Bank 
forcefully irisisted that the Borrower change the schedule for raising the reservoir in order 
to dow t h e  to comply, inter alia, with the removal of affected population, payment of 
indemnifications, and removal of biomass. The mising of the reservoir operating leve! was 
campletcd :ittidy in sscotdanct with the pians agreed with the Bsnk; EBY and the 
Bomwer were in compliance with the dated covenants in the loan. Some complementary 
actions were ~ d e d ,  foliowing a review made &er elevation of the reservoir to level 
76 xnasl. Some of these actions werenot impiexnmed as planned because of the financial 
difficulties iFiiCtd t y  EBY in 1935 and 1996, but are being addressed as described in paras. 
2.1 1 and 3.166. 

3.64 With respect to the implementation of actions related to reservoir elevations 78 
mad and 821 masi, the Borrower was in non-compiiance with dated loan covenants which 
reflect the initial plan to achieve elevation 78 mas1 by the end of 1995 and elevation 83 
masi by the end of 1998. The Bank’s major concern was to avoid the increase of the 
rcsflyoir lwd above elevation 76 mi, without strict compliance with the action p h  
agracd withi the Bank. 

3.65 Because of the macroeconomic crisis faced by Argentina, the GOA decided to 
reduce by hdfin 1995 and to eliminate in 1996 its budget contribution to the project 
(other than debt smiicing), which delayed project implementation and dmost stopped 
execution abf the REMP required for elevations 78 masl and 83 masl, as well as 
implementa,tion of pending resettlement and environmental actions related to elevation 76 
masl. At the same time, the GOA and the GOP agreed on a privatization strategy for 
project conipletion above elevation 76 masi, that would allow the financing of the REMP 
required foir elevations 78 mas1 and 83 masl. 

3.66 On April 13,1996, the Bank urged the GOA to agree on a Plan of Action to 
complete outstanding resettlement and environmental actions related to elevation 76 masl 
and to infoinn the Bank on its plans for raising the reservoir above elevation 76 masl. The 
Bank also informed the GOA that unless a satisfàctory agreement was reached With the 
Bank on these issues, the Bank would have to consider the application of remedies in the 
Loan Agreement. On April 24, 1996, the GOA confirmed to the Bank its agreement to 
provide the financial resources to complete pending actions required for raising the 
r e m o i r  to elevation 76 -1, and its decision to complete the project above elevation 
76 masl, in compliance with the REMP, through the privatization of the operation, 
maintenance and sales of energy of Yacyretá, estimated by the two Governments to be 
finaliizcd by Febniary 1997. On July 3 1, 1996, EBY confirmed to the Bank that it had 
secured furids to finance pending activities reiated to eievation 76 mi, and that si 
account has been established for this purpose. As of October 15,1996, implementation of 
these activities was proceeding satisfactorily and in accordance with the plan agreed with 
the Bank nlission on August 16, 1996. 

3.67 
starting implementation of the pending actions related to elevation 76 masi, the Bank did 
not requirci the exercise of the legal remedies of the Loan Agreement. The exercise of 

In view of the Government’s positive response in providing funds and quickly 



t e m d e  is a discretionuy matter, according to Bank policy, to be used ody when other 
reasonable I ~ C M S  of p d o n  have f i h i .  

3.68 Wrn: Even i/tk &m wmfidQ Opnationd at levei 83 marl, &e cosí of 
àkdc& geaemtdby the pmject would be nwrt thm t h e  times the coMpLtjtve 
m a r k t p d c  h the rcgiOrr (Rqncst, paros. 6 a d  39). 

3.59 Reaipoatc: The claim is COKW. Xowever, it is important to understand both 
fht h h t ~ ~ ~  of the project and the decision-making processes which have been foliowed in 
rpprwifis wccc98ive loans in support sfit. 

3.70 The dtckon to build Yacyrctá was taken aí the end of a decade which saw two 
1p189pivt Cnses in energy suppEies and prim. There were powerfiil reasons to view such a 
project, With heavy Capitat costs but low operating costs, in a very fiivorable light. It is 
txtfandy hnportant to understand that, under the assumptions prevailing at the time of 
the rppdsal of the Bank‘s fust loan in support of Yacyretá, the project war rhe 2ea.st-cosZ 
qptbn for meeting Argentina 3 elecnic power needsfrom 1985 omvm&. 

3.71 
procurement d¡spuîe between the Bank and EBY. Macroeconomic instability, 
compounded by the South Atlantic War and its aftermath, resulted in chronic financing 
problems. EBY itself d e r e d  f h m  severe management problems. Nonetheless, in spite 
of d the diiidties and deIays, the dam was built. The Second Yacyretá Hydroelectric 
Project was d&@ to complete outstanding work. When it was appraised in 1992 and 
Loin ~S~!(LAR was made, ir w r r s p t  dthe ~ e a s i c o s r p e r  generation expansionfor 
thcpctiod’ 1992-2000, where investments already made were considered as “sunk costs” 
for tho purposes of economic evaluation, in accordance with standard economic cost- 
benúìt uudysis methodology. 

The decade of the 1980s was disastrous for Yacyretá. First, there was a three-year 

3.72 In cipprabh~ the project for the first loan, the Bank estimated its intemal rate of 
iscount rehini (IRR) at 14%; howevcr, the IRR is currently estimated at 5.5%. Using a d 

rate of lo%, the cost of power generated at level 83 masl would be USC9.5 per kwh. 
Two separate sets of forces have reduced the expected rate of return and increased the 
unit cost of power. On one side, delays’ and interruptions in projec! implementation have 
i d  costs and deiaycd the expected power production fiom the dam. In addition, the 
actual capital cost of the project rose by about 20% in constant 1977 price t em,  which is 
not unreasonable for such a complex project with a long gestation period. On the other 
side, the cost of alternative means ofpower production (gas-fired combined cycle thennal 
plants) hau B U  h real terms, instead of remakg constant or even increasing as it 
was projected in the late 1970s. 

3.73 
it permamently at a level of 76 mas1 would reduce the energy output by one-third from its 

The project was designed to be operated at a reservoir level of 83 masl. Operating 

Thcliiinvtzmie ntr wut mode ia 1977 and completion is now ucpccted to be in 2000, a tdal of 24 



I 
26 

qpacity, with obvious for both costs and rew.uts. Looked 
at from the of view of the incremental costs and revenues which would r e d  
m h g  the I t s e l  of the reservoir fiom its present leve1 of 76 mad to 83 mad, a 
iwxeaSe in p d ~ c t i ~ ~  capacity' can obtained and the incremental costs of production 
ûf USC L4 pet kWh, is ofthe 
of the lowest cost The incremental investment million, mostly for 
resettlement mitigation, as the power generation facilities are 
m b s t d d i y  place) would an ïRR of a payback period of less than three 
yeus. The present selling price of generated at Ysrcyretá at level 76 masl is 
UR3.3 per kWh, as in the 1992 amendment to the Treaty. This is close to the 
present spot market price and is twke the incremental cost of power 
produced by the operating level of the reservoir fiom 76 mas1 to 83 masi. 

3.74 RiwtÙatìon should not proceed wiïhout legal ScrfguUaniS 
rcgmding the rexervoìr l e d ,  monitoring of the impact of the reservoir level on the 
kcailitk and wd-bdng of and the and 
impact of tk of ptìva&atìon, and the meeting of the minimum 
slrurdords which lutve been violated mere should be of the 
QEollomlc behind pnvatìzatìon, and the for 

the should also be 
the or opuating the Yacyret¿ nsavoù at a lower levei than 

ptojcctcd 83 masi pa ta  67). 

3.75 Response: 
power sector, and that strategy has the support of the The Bank's position has 
always that the privatization should be decided by the interested 

following the process in the le@ and 
that the would have no objection, in principle, to the privatization of Yacyretá 
provided: that it would not with the basic objectives of the project; and 

that of the Resettlement and Management Plan would 
be d e d  out Strictly as with the Bank. 

The strategy is to promote private sector participation in its 

3.76 with a Loan covenant, EBY hired consultants to study the feasibility 
of pnvate wpital participation in the operation and maintenance of the Yacyretá plant and 

the marketing of its energy. Foliowing completion of the study, the sponsoring 
and EBY agreed with the Bank to proceed in 1995 with the pnvatkation of 

EBY. On Nlovember 22, 1995, the Governments of Argentina and Paraguay signed a 
Ptotacol, providing a basic scheme for the contracting of private operators under a 
year concession 

of6ooo per year. Tbis is to a power plant of 1300 MW operating at 
a qmcity factor. 

marginai ofenergy from a thermai plant using gas would be 
Use4 per kwh in Argentina. 

6 



I The Fbtoeoi does not cor&3* In principle with the basic objectives of the projtcs 
estabffshed h the legal Because of politid the plans to complete 
thc proarrmrm; process for the concession were postponed from June to Febma~ 
1997, The Stnate has already approved the but the Chamber of Deputies h 

and rhe Congress in Paraguay still divided with respect to the pnvathtion. . .  
For this m~n, compiaing privatization ofpuyretá by Febmsoy 1997 seems urudsW. 
If the Congnisses approve the Protocoi, the Bank will review the bidding docum&.lts to 
ensure: (8) funding f a  completion of the main civil w o r b  adequate f'úndmg 
of the itemized irìvcstment recurrent costs of dl necessary environmental mitigbon 
rand rcscttlcnmt activities; adequate environmental niles for dam and spillway 

(d) that fùrther raising of the reservoir's operating levei is subject to the 
with entered between EBY and the Bank, relative to the execution 

of the REMIP. 

3.78 Their is clear understanding among parties involved (the Governments Of 
Paraguay, EBY, and the World Bank and Inter-American Developmat 

Bank) that the two governments are legaily obliged to implement the REMP before fiirthcr 
elevation of the reservoll is undertaken, whether operated by EBY or private sector 
ConceSSionaire before or prhmtization of Yacyretá. Even pnvatizstion, 
legal obiigaition to the Bank to comply with resettlement and environment covenants 
would persist (the only diffkrence being that such obligation would be met by requiring the 
private scctor to participate in the necessary actions). The bidding documents for the 
pnvatkatioin will be approved ex-unte by the Bank and concessionaue Compliance with thc 
Bank poüqr-derived resettlement and environmental obligations would be an explicit 
obligation i n  the concession contracts between the concessionaire and the GOA, GOP and 
the EBY. In mvkvhg the documents, the Bank intends to focus on mechanisms 
for ensuring concessionaire compliance with such obligations. 

3.79 The! completion of the ñEMP to operation of the dam at the designed 
83 masl rcs;cwoir level would be sin investment with large economic returns. The 
p r h ! h t b n  strategy proposed by the two Governments includes the establishment of an 
escrow for resettlement and cnvironmental mitigation activities, funded fiom 
electricity by the concessionaire. There is no reason to expect that this 
con&on9ire Will to undermine the resettlement and environmental protection 
agreements entered EBY and the Bank, which will remain valid until they are 
fully satisfied. The Protocol gives EBY the control on the execution of the REMP. 

3.80 The dismantling of a dam such as Yacyretá would be an extremely costly and 
compkx optration, which would represent high risk to the environment. The 
tcdnation of electric energy production would represent an economic loss between 
USSJDO nillion and USSSOO million per year, for reservoir levels of 76 masl and 83 masl 
respactn/ely. 
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MAATRIX SUMMARY OF THE REQUEST FOR INSPECTION 
AND MANAGEMENT RESPONSE 

I REQUEST FOR MSPECTION REFERENCE TO 
I Alleged Vi&tlon of MANAGEMENT RESPOXSE 

and un8cunmrAble. (para. 2 
The Bank has fuled to take fiiipaciil responsibility far the 

under h e  Loui Agreement. (pan. 
9. Aíïcctd people did not bavc membgfd puticipntion and 

10. The Bankbas fpiled to d%lswc uut people rrscttfed by the project 
have maintained or improved Ihcir aîandml of living. (para 

11. chimpnts have not beaI c4xn- forthc impact - -  
on theu livelihoud. m a .  29) 

compcnsatioa. Many alkcted familia have not M v e d  
compauatioa, uui n u n : y  have not kai canpensated in for 
their losses. The lack of namcwOrk far eauitabk camensation has 

12. The Barowa fded to ctmbiisha f u r a d  equitable system of 

dcpnvcd than of the to negotiate t&iy with (para. 31). 
13. h d t h  imiwCts of U r  TcscTyoiT were not cwsidcred niIricientlv 

OD parir. I. 3 Ud 
14 

3.13-3.14 
I 

I 3.1 I 

I 
not consulttd iuLquatcly. (para 

14. Tht BankfailodtonipcrvisC or monitor the Borrower's and the 

inadequate to support 
16 

people a f f d  and NG 

TheEAfailedtoOlud 

removal of vegetation). 
un* ai Alkcuibral 



nIL4TRzx SUMMARY OF TEE REQUEST FOR INSPECTION 
AND THE MBNACEMENT RESPONSE 



kUTRIXSUMMAR Y OF THE REQZIEST FOR INSPECTION 
AND THE MANAGEMENT RESPONSE 

Isom # 
3.74-3.80 

. .  



TaBie C.l Comparison of Potential Impacts at Different Reservoir Operating Levels 
without Mitigation Measures 

All island sim will be 
noodal 

m i g r a t i O n S  
Blocking dvimially di 

Similar to existing 
conditiom; modente 
risks 

Similar to existing 
conditiolls 

I 

Lcvd 83 mad 

I S l a n d ~ m s W  
(105,000 hs ofnatural 
habitats flooded) 

, 
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Talble U Summary Of Principal Environmental Mitigation Merasures 
(for aU Ieveb) 

MT’I’IGATIVEMEASURES 
Selective vegetation clearing in aitical arcas. especially lateral bays 
Environmental clean-up of urban ‘wys prior to flooding (closurr of septic t d ~ ,  
ranoval of WBStt dumps, rcmovpI of vegetation) 
Sewage collection and trcatinent systems for urban areas 
Water quality monitoring (TtKNoir. upsumm and downstream) 
Water quality simulation through mathematical modeis 
Water level Ud rekase scheduies for water q d t y  conM1 
Water quality ngulationlefTIuent control prognuns in upstream watershed 
Water Iml/water quaiity contml Ana CUB Branch through mini-dams ad water 

I1 I 1 ‘  - 
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Attachment D 

Aflcctcd Famiiy Choice Among Resetiicrnent Alternatives 

' 'Ihrc hmilier M: al1 paor prtisans (oleros), who lived in precarious conditions in low-lying, flood-prom margins ofthe river, 
rad mnriAnsd ai high risk ,of impovuishmait without govcmmnt resettlement assistance. Industrial cu2mics producers 
(qjuhs) arc mi tmntidcrcd at risk of impoverishment because of their wealth and political powcr in the region, so the 
iodurainuzu arc ~pmvidcd only cash mmpcnsation cquivaicnt to their physical losses. COR oí Kif-relocating tbUr production 
witr, rad axî oíscif-stockpiiing ten years of raw materials. 



Attachment D 

sewerage and drainage, tcicphone. p ~ m s  to 
existing local public tcNiccs schools) 
expamidas q u i d ,  titksto iand Ud 
at no to tbefpmily. 
Sp#ipi of indigemu Mbya, 
Ipuit ho hi, Mtb 
school, community wcllr. 
sœd sweet potato, squash, matc, 

took, trchnicp1 rrnd social 
land rirlc to the family. 

I_ 

(21 fánlih) 

Psnrna. S. 
Parana: incomes unaffected by mow 
employmuit it unchanged. 

Displaced in 1974, provided W for ttsQtlQDciit 
nqutrt in furthr dmlopmen! 

provideci undu Loan 
incomes at nibsistenoc Icvel iand put. 

(289 fadies) 

(a) Urban lot and haure, potabie waícr, 
elccoicity,y,8ndudgçrchool. 

tmnmunity tekphpnc, 
kindtrgriten.poliœstation,busterminal 
roQp1 scrvicq uaiaing, ownaship titles to 
nm houseand land, at no thefimiiy. 

only for pmpaty loss 

1,113 ue living in Conjunto 
Habitacional A-1; 
762 living in HabitacÌonal 
A-2.3; 
273 living in V i  
201 iiving in (Encarnación) 
IIuomc Same siocc: occu~oL1s wt 

Families with legal titic to hwscplot and h o w  
flooded by resemir who not to relocate to 
project rcscüicment scií-docatcû 
throughout the region 

I- 
r, f 



ARGENTINA 

Year 
1996 
1997 
1998 
1999 

'IIACYRlZTkHYDROELECTRIC PROJECT - (Loans 3520-AR AND 285dAX) 
Supewbion Phn tot  lW97 

Loan 352iLAR Loan 2854-AR 

960 18,000 
1,640 5,000 

1,400 20,000 - 15,000 

Supuvirioin Phns 

- 10 500 
J TOTAC-. 4,000 68,500 

--I- ....... ............ ...-?-.-.......-.... 2000 

The: Bank plans for FY97 and Ey98 are to supervise the Ya@ project st least 
three b e s  n year. For FY97, plans have been scheduled and budget aiiocated for three 
dssionS: August 1996 (mission completed on August 16, 1996); November 11-22,1996; 
and Apd 7-.18,1997. Bank supervision missions will focus on the two major outstanding 
project components: (a) the implementation of pending actions in the REMP related to 
level 76 mad; and (b) the implementation of the resettlement and environmental 
management program above levei 76 masi, as agreed with the Bank. 

As agreed with Sobrevivencia in our meeting held in the Bank on April 4, 1996, 
the Bank will invite them to participate in the field supervision mission. 

As of October 15,1996, the undisbursed loan amounts are USM.0 million ( b a n  
3520.AR) end USS68.5 million (Loan 2854-AR). 

Appücatioin of Funds 

Attachment E 

Undisbursed finds under Loan 3520-m will be used to finance consulting services 
related to environmental and resettlement matters, and transmission fines. Undisbursed 
amounts unider loan 2854-AR wiU be used to finance: (a) part of the sewage system for 
the City of Posadas; (b) coastal treatment for levels 78 mas1 and 83 mad; (c) consultant 
Services for (i) the Afta CUB branch, (i¡) engineering and supervision of complementary 
works, and (¡¡i) hydrometmology and sedimentation; and (d) a small component for 
computer software and hardware. The anticipated disbursement profiles are as follows: 

Anticipateä Disbursement Profde 
(US$ thousand) 
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Nissenbaum, Economist 
Chang, Sanitary Engineer 

Partridge 
Ledec, Environmental Spec. 
Mejia, Resettlement Spec. 
DDB 

Ledec Aide Memoire. 
Letter to EBY - 6/15/93 511 74/28 Partridge 

I Mejia I I 
Quintero, Water Poll. Spec. 

5/29-7/2 De Franco SPN Report - 10/18/93 
711 2-7/23 Kiockner 

Partridge 
Quintero 

I Ledec 
7/17-7/23 Sanchez, Division Chief BTO - 8/9/93 
No date Partridge Aide Memoire AuglSep. 93 

Quintero 1 Led= 

Ledec 
3/12-3/161 Partridge BTO Report - 3/21/94 

IDB 
5/4-5/6 Headquarter Visit by EBY 
5/176/11 - De Franco SPN Report - 6/29 

Partridge Aide Memoire 
Mejia 
Quintero - 
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Faiz, Chief, LAlIU 
De Franco 
JadrijeVic 
Klockntr 
Jadrijevk 

11/17-11/l~B -. - 
12/7-12/16 

SPN Report - 6/14/96 

SPN Report - 9/4/96 

3,27-3/3 1 

7/1 O-7/20 

10/11-10/13 
11/27-1u7' 

I 314316 
3/11-3113 
5/95 

I8/13-8/16 

Attachmmt F 
Ledec 
De5 mco SPN Report - 8/24/94 
Partridge I i 
Mejis 
De Franco SPN Report - 9/28/84 
KIockntr 
Headquarter Visit by EBY 
De Franco 

Letter - 12/2/94 
Aide Memoire (Dec. 94) 

Mejia I 

Jadrijevic, Power Engineer I i 
aocicner 
Jadnjevic SPN Report - 8/3/95 
Klockner 
Partridge 
Mejia 
Quintero 
Ledec 
De Franco BTO - 11/9/95 
Nankani, Director SPN Report - 12/22/95 
JadnjeVic 
Klockner 
Partridge 
Mejia 
Quitem 

Supervision Efforts- Staffweeks and Budget 

FY93 FY94 FY95 FY96 FY97 FY93-%(Avc) 
Y8~yrcth Project 80 

240 

- 16 

StaffwiœkS 72.9 81.1 85.1 81.5 9.1 
B a d .  207.3 227.5 235.5 288.5 40 

StaffWi& 15.3 16.8 16.1 15.1 
Latin Aineriu Region - 



Two Ongoing Action Plans 

Action Plan A - ($16 million): Agreed May 1996 to complete by 
becember 1997 remaining 5% of actions pending fiom fil 
reservoir in September 1994 to elevation 76m. In October 1996 
implementation delayed due to lack of fûnds. Escrow account 
established in December 1996. Progress has been satis 
then. As of January 20,1997,60% had been executed and it remains 
on schedule. 

Action Plan B - ($140 million): Agreed January 1996 to complete by 
becember 1999 works and activities to mitigate negative effects of 

concluded by mid-April. 
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Chronology of Events 
Initiation of operation at level 76m (REMF 95 % completed $226 million 
spent) - September 1,1994 

Slow Implementation 
E B I  opens account for REMP and other expenditures = January 1995 
GOA cuts budgetary contribution due to Tequila Effect - May 

6 GOA and GOP agree on protocol to privatize Yacyreta - June 1995 
GOA 1996 budget excludes contributions to Yacyreta - December 1995 

Reinvigorated Implementation 
GOA agrees to EBY borrowing to finance Plan A ($16 million) - May 1996 
EBY opens account for Plan A (initial deposit $4 million) - Au 
Replenishment of account interrupted with 30% of Plan A co 
million spent) - October 1996 
EBY opens Plan A escrow account with automatic funding from electricity sales 
(initial deposits of $5.1 million) -December 1996 

account and $3 million more to be deposited automatically) - January 1997 
GOA/EBY/GQP agree to Plan B estimated to cost $140 million - January 1997 
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PLAN A: PENDING ACTION AT ELEVATION 76M 
CONTENT OF THE PLAN 

(Figures in US$ million, as of January 24,1997) 

Indemnification and new property Titles 
( Includes: Unoccupied property, Clay deposits, 
new titles, etc.) 

Resettlement 2.2 

(Includes:' Community building, Special housing, etc.) 

Infrastructure 1.7 
(Includes: Water tank, protected areas, etc.) 

Social Assistance 1.2 
(Includes: Agricultural extension, food subsidies, 
training, provision of water tanwr, G ~ L J  

L - - - l - - -  ,A, \ 

TOTAL 16.0 



Action Pla nB: As agreed - on Ja nuary 1997 
Timeta ble of Kev Decisions 

Key Decisions Completion Date 
with a Local Bank to finance Action Plan April 14, ‘97 

* Estimated at US$20 million 
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(US$ millions) 

I W orkd Actions Total Completion Date 
t 

~~ 

November 1998 15.4 I Housing and Related Works 
- -~ 

December 1999 24.2 Infrastructure and Related Works I (Sanitation and Coastal Treatment, etc.) 
I 

~ 

August 1999 8.3 Consultants: EngineeringlProject I Management 
31.0 Indemnification, Reallocation of Families, I ProDerty Titles 

May 1999 

12.8 I DOC-Management and Recurrent Costs December 1999 
~~ 

December 1999 24.5 I Civil Works (Ana CÚa) and Equipment 
116.2 I Sub-Total 

I Additional Families * 20.0 To be determined 
136.2 

DOC = Department of Complementary Works 

* Estimated figure to be confirmed and financing agreed by April 15. 1997 
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LEGAL COVENANTS Project Agreement Section 2.12 (c) requires an account 

Account for 'REMP 
Loan 3520-AR 

Project Agreement Section 2.12 (d) requires that EBY 
deposit into account: I 

- $18Mh1995  
- $60.9 M in 1996 (assumes level 78m) 
- $101.6 M in 1997 (assumes level 83m) 
- $20.7 M in 1998 (assumes level 83m). 

- COMPLIANCE First account opened January 1995, but not exclusively 
for REMP 
- $12.4 M applied to REMP in 1995 

Ciihceniient mcmint nnened -r ----- in -- A u m i s t  U 1996, but not 
exclusively for REMP 

e REMP escrow account opened in December 1996 

e 
-l-"-- -- - - --- uuuuu 

- $9.1 M applied to REMP in 1996 
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