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NOTE

GUIDELINES FOR THE COMPLIANCE REVIEW PHASE

The following guidelines for the Compliance Review Phase have been prepared on the
basis of paragraphs 36 to 41 of the Policy of the Independent Consultation and
Investigation Mechanism (document MI-47-6).

The Compliance Review Phase is a fact-finding process designed to determine whether
the Bank’s Management has complied with Relevant Operational Policies in relation to
one or more Bank-financed operations and whether the alleged harm is associated with
Bank noncompliance with its Relevant Operational Policies.

A Compliance Review by the MICI is subject to approval by the IDB’s Board of Executive
Directors, which receives a MICI Recommendation for consideration after the MICI has
examined the primary documents of the operation, the information provided by
Management, the Request, and the Relevant Operational Policies within a maximum term
of 21 business days. In its Recommendation, the MICI sets forth its decision whether or
not to recommend conducting an investigation, taking into account the added value of an
investigation for the case at hand and for the Bank in general in terms of relevance, impact,
and efficiency.

In the event that the MICI recommends conducting an investigation, it includes the
following in its Recommendation:

* The objectives of the investigation.

* The scope of the investigation, including the proposed investigation questions. The
scope is always limited to the allegations made in the Request and is aimed at
investigating only the actions or omissions of the Bank in the context of the relevant
operation(s) and in respect of compliance with the Relevant Operational Policies.

* The methodology to be used, including the proposed investigative method(s), the
activities to be carried out, and the deliverables.

* The investigative team, which is comprised of the Compliance Review Phase
Coordinator, acting as Panel Chair, and two members from the Roster. The
selection of experts from the Roster is based on their experience in the required
technical issues given the scope of the investigation and their availability to
participate in the investigation during the required period. These experts are
contracted only after the Board approves the investigation, and their contributions
are included in the Compliance Review Report.

* Thetime frame for the investigation activities will generally not exceed a maximum
term of six calendar months from the Panel formation date. If a longer time frame
is needed, the Recommendation document will indicate the required time frame
and the rationale for extending it.

» The estimated budget required to conduct the investigation.



Before being submitted to the Board, the Recommendation is circulated as a preliminary
draft to Management and the Requesters, who are given the opportunity to submit
comments in writing to the MICI. The MICI reviews these comments and accepts those it
deems relevant. The comments received from both parties are included as annexes to the
Recommendation. The final version of the Recommendation is submitted to the Board for
consideration by short procedure. If at the conclusion of the term provided for approval by
short procedure, this procedure is not halted by any of the members of the Board, the
investigation is deemed approved. If the procedure is halted by any of the members of the
Board, the issue is scheduled for discussion by the Policy and Evaluation Committee and
for subsequent consideration at a Board meeting.

The Recommendation is a public document, and the decision made by the Board
regarding the Recommendation is disclosed to the Requesters, Management, and the
general public through the MICI Public Registry (http://www.iadb.org/en/mici).
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EXECUTIVE SUMMARY

This document is a recommendation from the Independent Consultation and Investigation
Mechanism (MICI) to the Board of Executive Directors to conduct a compliance review of
the “Reventazon Hydroelectric Project” (CR-T1074, CR-L1049, CR-L1056, CR-U001, and
CR-T1086) (ATN/OC-12720-CR, 2747/0C-CR, 2806-A/OC-CR, 2806-B/OC-CR,
2804/0C-CR, and ATN/OC-13556-CR), in relation to allegations made by a group of
Requesters regarding a series of environmental and socioeconomic impacts allegedly
generated by the Project, particularly due to an increase in the landslide risk on one of the
hillsides on the Finca owned by the Requesters and the potential impact on Laguna
Lancaster, a protected wetland, as well as on the Barbilla-Destierro Biological Subcorridor
and the water quality of the Reventazon River.

The Reventazén Hydroelectric Project, located in the middle reaches of the Reventazén
River in the province of Limén, consists in the design, construction, operation, and
maintenance of a hydroelectric power plant with installed capacity of 305.5 megawatts
and the construction of a 130-meter-high dam and a 6.9-square-kilometer reservoir, as
well as a bypass tunnel, a powerhouse, substations, transmission lines, and adjacent
roads. In addition to the main permanent components of the Project, the construction of
the hydroelectric plant requires major civil works, including the construction of
approximately 20 kilometers of access roads, the removal of waste, and the construction
of excavation sites and work camps.

On 16 September 2016, the MICI received a Request from a group of individuals® who
own I 'ocated at the tail of the Project reservoir, in which they allege a
number of instances of harm that would have been caused during the preparation,
construction, and operation of the Project. Specifically, the Requesters claim that during
construction of the work, activities were carried out to extract material at the base of a
hillside that is part of their property and supports one of the lagoons at Lagunas Lancaster,
exacerbating the instability of the area and putting the wetland, which is protected by
Decree 29004 of 1994 of Costa Rica’s Ministry of Natural Resources, Energy, and Mines
(MIRENEM), at risk of collapse. They also believe that the excavation works could cause
the lagoon to drain and dry up.

In addition, the Requesters express concern about the Project's impacts on the
Barbilla-Destierro Biological Subcorridor, a habitat rich in biodiversity and critical for
guaranteeing the passage of threatened species, such as the jaguar. The Requesters also
allege a failure to comply with the obligations set out in the environmental impact
assessment (EIA), claiming that all vegetation was not removed prior to filling the
reservoir, which would be leading to water contamination and promoting the generation of
greenhouse gases. Lastly, they state that they have suffered economic harm due to the

1 Because the Requesters requested confidentiality for fear of reprisals, the public version of this document

will be redacted to protect their identity



expropriation process and noted that they are unfamiliar with the criteria used to zone the
area for expropriation.

On 20 October 2016, the MICI received Management’s Response. As part of the eligibility
determination process, on 14-18 November 2016 a MICI team conducted a joint mission
to Costa Rica with delegations from the accountability mechanisms of the International
Finance Corporation (IFC) and the European Investment Bank (EIB)—the Compliance
Advisor Ombudsman (CAQO) and the Complaints Mechanism (CM), respectively—since
both institutions, having participated in financing for the Project, would also have received
requests similar to the one received by the MICI. The mission included a field visit to
Siquirres, the district where | 2d the Project are located, in order to meet
with the Requesters and tour the area that was allegedly affected. In addition, meetings
were held with Project officials from the executing agency, ministry officials, and the IDB
and IIC project team at the Country Office, as well as with other actors involved in the
Project. The MICI engaged the services of an independent geologist, Dr. Augusto
Mendoncga, who accompanied the mission to Costa Rica to provide support in assessing
the feasibility and imminence of some of the allegations of a geological nature made by
the Requesters.

On 23 November 2016, the Eligibility Memorandum was issued, which concluded that the
Request was eligible inasmuch as it met all the eligibility criteria of the Policy, with the
exception of the fair price for expropriation based on the application of exclusion 19(d) of
the MICI Policy, concerning issues or matters that are under arbitral or judicial review.
Because the Requesters requested a Compliance Review Phase only with the MICI,
following distribution of the Eligibility Memorandum to the Board of Executive Directors on
12 December 2016, the case was transferred to that phase. The MICI had a period of
21 business days to prepare this document.

As per the MICI Policy, a draft version of this document was sent to the Requesters and
Management for comment. The MICI received comments from Management, which were
carefully analyzed. This final version reflects that analysis, and its content has been
adjusted as the MICI has deemed relevant. The substantive issues raised in the comments
will be examined in the investigative phase. The comments are available for consultation
in the annexes. The Requesters said they did not have any comments on the document.

In accordance with paragraph 41 of the MICI Policy (document MI-47-6) and as described
in detail in this document, it is recommended that the Board of Executive Directors
authorize the MICI to conduct a compliance review process for the Project for the purpose
of impartially and objectively investigating the allegations made by the Requesters with
respect to the Bank’s potential noncompliance with Operational Policies OP-703 and
OP-704, and in the event that its findings confirm the allegations, determining whether this
caused or could cause the alleged harm.?

2 In accordance with the MICI Policy, the harm may be actual or potential.



The Reventazdn Hydroelectric Project is very important for the country and the region.
This investigation is recommended based on the relevance of the Project and the
importance of assuring its success as a model of sustainability for hydroelectric projects
in the region. It is the MICI’s belief that an investigation in this case will be useful for
establishing a detailed account of the actions taken by the Bank with respect to its
Relevant Operational Policies in the preparation, construction, operation, and supervision
of the Project, and in the event of any finding of noncompliance with those policies, for
determining whether the noncompliance could result in the harm alleged by the
Requesters. In such event, the investigation would help to identify key aspects to propose
timely corrective measures aimed at preventing consolidation of the harm and
strengthening sustainability of the Project.

This document contains five sections and an annex. Section | provides a brief overview of
the IDB-financed Project; Section Il lists the allegations made by the Requesters; Section
Il summarizes Management’s response to the Requesters’ allegations; Section IV
describes the steps taken by the MICI to date; and Section V lays out the reasons for the
MICI’s recommendation for an investigation and the proposed terms of reference for the
Compliance Review: rationale, scope, methodology, timetable, team, and budget. Lastly,
Annex | contains Management’s comments on the draft version that was circulated.
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|. THE PROJECT?
Background

The electricity sector in Costa Rica is characterized by extensive State
participation in operations, as well as in policy, planning, and regulatory roles. The
Costa Rica Power Authority (ICE) is responsible for developing hydroelectric and
geothermal resources, planning the expansion of the interconnected system, and
operating it, and it is also in charge of the transmission network and distribution
throughout most of the country. Energy policy and planning are the responsibility
of the Energy Division (DSE) of the Ministry of Environment, Energy, and
Telecommunications (MINAET). The Public Utilities Regulatory Authority
(ARESEP) sets electricity rates using the cost-of-service principle, understood as
the long-term social opportunity cost of the service, based on criteria of economic
efficiency, social equity, environmental sustainability, and resource conservation.?

From 1990 to 2007, Costa Rica posted sustained economic growth, which was
reflected in an average annual increase of 5% in demand for electricity in the
country. Based on that trend, the government developed the Electricity Generation
Expansion Plan for 2010-2021, with plans to add 2,000 megawatts of net
generating capacity—92% from renewable sources—between 2010 and 2019, in
order to meet annual growth of 5.3% in electricity demand starting in 2011.

Reventazon Hydroelectric Project (CR-L1049, CR-L1056, CR-U001, CR-T1086)
(ATN/OC-12720-CR, 2747/0C-CR, 2806-A/OC-CR, 2806-B/OC-CR, 2804/0C-CR,
ATN/OC-13556-CR)

The Reventazén Hydroelectric Project (RHP),® which the ICE began to develop in
September 2009, is one of the largest initiatives in the Electricity Generation
Expansion Plan. Located in the middle reaches of the Reventazén River in the
province of Limoén, it consists in the design, construction, operation, and
maintenance of a hydroelectric power plant with installed capacity of 305.5
megawatts and the construction of a 130-meter-high dam and a 6.9-square-
kilometer reservoir, as well as a bypass tunnel, a powerhouse, substations,
transmission lines, and adjacent roads.*

In addition to the main permanent components of the RHP, the construction of the
hydroelectric plant required major civil works, including the construction of
approximately 20 kilometers of access roads, the removal of waste, and the
construction of excavation sites and work camps. Most of these construction
activities were to be carried out on the right bank of the Reventazén River.®

Information extracted from the Bank’s website and public documents on the operations, available via the

electronic links section of this document.

a s w N

Project profile (CR-L1049), page 1.

Project profile (CR-L1049), page 2.

Project profile (CR-L1049), paragraph 2.10, and the ESMR (CR-L1049 and CR-L1056), paragraph 2.1.
ESMR (CR-L1049 and CR-L1056), paragraph 2.3.
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In 2011, the IDB approved the first operation associated with the project. The IDB
Group is participating in the RHP with five loan operations (see Table 1). In addition
to two technical cooperation operations to support environmental and social
studies and a guarantee, the IDB’s support has been provided via two operations:
a sovereign guaranteed loan under the CCLIP CR-X1005 in support of operation
CR-L1049, and a nonsovereign guaranteed loan in support of operation
CR-L1056. The first operation was directly executed by the ICE, and the second
was executed using a trust.

Table 1
Reventazén Hydroelectric Project - List of operations financed by the IDB Group
i Operation
Progect th_mber/ Name Operation type | Approval date amount in
peration US$ millions
CR-T1074 Complementary environmental | Nonreimbursable
ATN/OC-12720-CR studies, Reventazén technical 12 May 2011 0.47
Hydroelectric Project cooperation
Second Individual Operation
under the Conditional Credit Line
for Investment Projects
CR-L1049 CR-X1005, Power Sector Sovereign
2747/0C-CR Development Program guaranteed loan 25 June 2012 250.00
2012-2016
(Reventazon Hydroelectric
Project and Other Investments)
CR-L1056 Reventazdn Hydroelectric Nonsovereign
2806 A/OC-CR Proient Laranteod loan | 19 October 2012 673.00
2806 B/OC-CR ) 9
CR-U0001 Reventazdn Hydroelectric
2804/0C-CR Project Guarantee 19 October 2012 98.00
Costa Rica: Studies and support Nonreimbursable
CR-T1086 for the environmental and social technical 4 December 2012 0.74
ATN/OC-13556-CR strategy for the Reventazon - '
i . cooperation
Hydroelectric Project
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The total cost of the RHP is estimated at US$1.4 billion and, in addition to the IDB
funding, includes a combination of funding from the ICE and commercial banks in
Costa Rica, as well as the International Finance Corporation (IFC) and the
European Investment Bank (EIB) through the Central American Development
Bank.

The project was classified as a category “A” operation, under Operational Policy
OP-703, for its potential to cause significant negative environmental impacts and
associated social impacts if adequate mitigation measures are not taken. In
addition to the typical effects and risks associated with civil works for the
construction of a major infrastructure project, the main environmental and social
impacts and risks identified include: (i) the potential adverse direct effects on
natural habitats, and particularly on migratory fish in the area of influence of the
RHP; (ii) the potential direct and indirect effects (changes in hydrology and
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sedimentation) downstream from the powerhouse and along the northern and
southern coast of the mouth of the Reventazén River, especially in Tortuguero
National Park, an international ecotourism destination and important nesting
ground for loggerhead and green sea turtles; (iii) the potential adverse social
effects associated with large-scale land acquisitions (though no physical
displacement is expected) and on ecotourism activities in the area (rafting); (iv) the
cumulative impacts related to the operation of the Angostura, Cachi, and
Reventazon hydroelectric plants;® and (v) the loss of connectivity along the
Barbilla-Destierro Biological Subcorridor, or the Jaguar Corridor, a critical natural
habitat, which would also undermine the effectiveness of important efforts to
preserve the Mesoamerican Biological Corridor.’

According to the Environmental and Social Management Report (ESMR), the
strategy for mitigating these impacts includes activities to: (i) restore the connectivity
of the Barbilla-Destierro Biological Subcorridor by rehabilitating and maintaining the
habitat at the tail of the reservoir; (ii) support the conservation of an ecologically
similar fluvial system; (iii) develop and implement a management program for the
Reventazén-Parismina-Tortuguero  hydrobiological —system; (iv) develop a
resettlement framework that incorporates standards and principles on land
acquisition procedures in accordance with the standards set out in Operational
Policy OP-710; and (V) prepare a specific management plan for construction.® As a
condition precedent to the disbursement of funds, the measures specified in the
ESAP must be fulfilled by the ICE.° Fulfillment of the ESAP must be actively
supervised by the Bank.©

The project triggered application of the following Relevant Operational Policies:
OP-704, OP-703, OP-710, and OP-761.1!

The project was officially inaugurated on 16 September 2016. According to the
executing agency, in November of the same year, the RHP leasing stage began
with the issuance of certificates of compliance, in order to launch operations.

© 0w N o

Project profile (CR-L1049), page 4.

ESMR, page 16 et seq.

ESMR, page 16 et seq.

ESAP, Sole Annex to the Loan Contract (CR-L1049).

10 | oan proposal, CR-L1049, paragraph 2.6.
11 ESMR, page 13, and project profile (CR-L1049), page 5.
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II. THE REQUEST!?

On 16 September 2016, the MICI received a Request from a group of Requesters
who own | six properties located at the tail of the RHP reservoir,
and who claim to have been affected by the Project. The group of Requesters
asked the MICI to keep their identity confidential.*®

The Requesters report that they have been present in the area since 1996, when
they purchased the first farm for reforestation purposes, inasmuch as the area was
in a state of severe erosion. Subsequently, they decided to purchase the other
properties in order to create a biological unit for conservation. They indicate to the
MICI that there are four bodies of water within the Finca, and two, known as
Lancaster Lagoons, were declared protected wetlands on 21 February 1994 by
Decree 23004 of Costa Rica’s Ministry of Natural Resources, Energy, and Mines
(MIRENEM), due to their ecological importance. The Requesters say I
I ‘s now a valuable habitat that is rich in wildlife and home to endangered
species.

The Requesters indicate that in order to raise funds for the reforestation work, they
set aside a large area of the Finca for sustainable forestry uses and established
payment for ecosystem services (PES) agreements with the Costa Rican National
Forest Financing Fund (FONAFIFO).

The Request makes four main claims regarding the alleged harm suffered by the
Requesters and the Bank’s noncompliance with its Relevant Operational Policies
in the preparation, construction, and operation of the project. The main points are
summarized below.

Risk of landslide and collapse of one of the lagoons at Lagunas Lancaster.
The Requesters say that in the context of the project, material was extracted near
the base of the hillside that supports one of the lagoons at Lagunas Lancaster for
construction of the dam, exacerbating the instability of these lands and putting the
hillside and wetlands at serious risk of collapse. They claim that the mining permit
obtained by the executing agency did not cover the areas where material was
extracted and that extraction activities took place on private property. They also
claim that the damage caused by these extraction activities could cause one of the
lagoons at Lagunas Lancaster to gradually drain and dry up.*

12 The Request is available via the electronic links section of this document and the MICI Public Registry.
The information presented in this section reflects the statements made in the Request as well as
information obtained during the eligibility mission carried out by the MICI on 14-18 November 2016.

13 Because the Requesters requested confidentiality for fear of reprisals, the public version of this document
will be redacted to protect their identity.

14 Attached as an annex to the request, the Requesters presented an independent technical report by the
geologist Allan Astorga supporting these claims.
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Impact on the connectivity of the Barbilla-Destierro Biological Subcorridor.
The Requesters state that the measures to restore the connectivity of the Barbilla-
Destierro Biological Subcorridor are not being properly implemented, jeopardizing
conservation of the area’s biodiversity and the species that move through the
biological corridor. They claim that: (i) the Finca is located at the tail of the
reservoir, a strategic area for restoring the connectivity of the Barbilla-Destierro
Biological Subcorridor; (ii) they are unfamiliar with the criteria that were used to
zone the area for expropriation, explaining that only part of the Finca was
expropriated, destroying the biological unit by physically dividing the forest;
(iii) wire fencing and compressed plastic posts have been erected to mark the
boundary of the expropriated area, impeding the movement of wild cats and other
wildlife; and (iv) the reforestation plan for mitigating the fragmentation of the
Barbilla-Destierro Biological Subcorridor has not been fulfilled, and on the contrary,
the ICE has felled trees in the area subject to the PES agreement with FONAFIFO.

Contamination due to flooding of forests. The Requesters claim that contrary
to the obligations established in the environmental impact assessment (EIA) for
the project, biomass was not removed from the areas that would be flooded when
the reservoir was filled. They state that this rotting plant matter and a proliferation
of water lily growth in the river have already started to contaminate the water.
Furthermore, they claim, this omission would contribute to the generation of
greenhouse gases such as methane and carbon dioxide, undermining the
environmental sustainability of the project.

Alleged harm related to expropriation. The Requesters indicate that the ICE
expropriated one third of the total area of their property (63 hectares), but they did
not receive any information on the criteria used to determine which areas to
expropriate. They claim that this expropriation has adversely affected their
earnings from the Finca since the expropriated area includes the land set aside for
forestry uses, which at the time of expropriation was subject to PES contracts with
Costa Rica’s forestry authority. In addition, they say that this forced them to dismiss
employees and that the access road to the water tank that supplies the Finca is
located in the expropriated area. Regarding compensation for the expropriated
area, the Requesters claim that the amount does not reflect the environmental and
forestry use value. Given that the Requesters did not accept the terms of
expropriation proposed by the ICE, the ICE initiated legal expropriation
procedures, presently under way, to determine a fair price.

In summary, the Requesters allege that the aforementioned harm was the result
of the Bank’s noncompliance with the obligations set out in Operational Policies
OP-703 and OP-704, including as they relate to supervision of compliance.
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It should be noted that on 9 February 2016, the Requesters contacted IDB
Management to convey their concerns about the project. In April 2016, based on
that complaint, the IDB and the IFC conducted a technical mission to the area and
made arrangements for a dialogue process between the Requesters and the ICE.
However, the Requesters decided not to proceed with the dialogue process,
feeling that it was not an appropriate forum for addressing their concerns, and
instead decided to approach the MICI. In addition, because the IFC and the EIB
contributed financing to the project, the Request was also submitted to the
accountability mechanisms of those institutions, the Compliance Advisor
Ombudsman (CAQO) and the Complaints Mechanism (CM), respectively. These
mechanisms, having declared the Request to be admissible, are presently in the
analysis stage as per their respective procedures.

[1l. MANAGEMENT’S RESPONSE®®

IDB and IIC Management submitted a joint response to the Request on 20 October
2016, a summary of which follows.

Management comments that the project “has been carefully designed and
implemented as a global model for sustainable infrastructure, taking advantage of
the synergies between both public and private sector arms of the IDB Group” and
adds that “during the two years of preparation of the Project, between 2010 and
2012, IDB’s technical cooperation strengthened significantly the Project’s
environmental and social impact assessment.”*®

According to Management, the biodiversity mitigation program designed and
implemented for the RHP is unprecedented. It states, “the Jaguar Corridor
Program is a first of its kind by aiming to restore and improve connectivity of a
biodiversity corridor, using a variety of instruments such as payment for ecosystem
services (PES),” and “the aquatic offset program, which aims to protect another
river system in compensation for the Project’s adverse impact on the Reventazén
River, is the first ever implemented in [Latin America and the Caribbean (LAC)]
and constitutes a model for future hydropower developments in the Region.”’

Management responded as follows to the main allegations presented by the
Requesters:

Risk of landslide and collapse of one of the lagoons at Lagunas Lancaster.
Management gives assurances that the April 2016 mission found no evidence that

15 The Joint IDB-IIC Management Response is available via the electronics link section of this document and
the MICI Public Registry.

16 Management Response, page 1.
17 Management Response, page 1.
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the Project had damaged the stability of Lagunas Lancaster or that there had been
any deviation from local laws and regulations during extraction activities.
Specifically, it says, “the ICE also confirmed that no material was extracted from
the river banks,” and although this area is susceptible to landslides, there is no
visual evidence that the situation had worsened since the launch of the Project and
that “the risk of landslides caused by weathering and erosion processes, which is
naturally high in the reach of the Laguna Lancaster, has not been and will not be
exacerbated by the construction or the operation of the Project.” Lastly,
Management comments that given that the lagoon alleged to be at risk of collapse
is located outside the direct area of influence of the reservoir and at a higher
elevation, it is very unlikely that it would be directly affected by the reservoir.
Management presented a report from an independent engineer, which supports
these assertions.'8

Impact on the Barbilla-Destierro Biological Subcorridor. Management
indicates that possible adverse impacts on the Barbilla-Destierro Biological
Subcorridor were identified at the project planning stage, so a mitigation strategy
and master plan for implementing the strategy were developed. Management
comments that the plan was created by the Tropical Agricultural Research and
Higher Education Center (CATIE), and the monitoring framework included, in
addition to Bank and executing agency activities, an independent environmental
and social auditor, monitoring by the organization Panthera, and guidance and
supervision by the Advisory Group on Biodiversity (GAB). Management’s
Response further indicates that both Management and the independent
environmental and social consultant and the GAB have determined that
implementation of the environmental and social mitigation measures called for in
the Environmental and Social Action Plan (ESAP) has progressed satisfactorily in
all stages of the Project, and close supervision is continuing in the operation stage.
It also confirms that “the area of Laguna Lancaster [...] is indeed included in the
priority area for the restoration of connectivity at the tail of the Project’s reservoir”
and clarified that “the tail end of the reservoir is defined by the Project’s basic
design parameters, and therefore its location cannot be changed.”®

Contamination due to flooding of forests. Management comments that
removing all biomass prior to filling the reservoir may be impractical and could, on
occasion, even lead to undesired environmental impacts such as increased risk of
erosion and landslides. It mentions that during project preparation, studies were
conducted to model water quality and estimate greenhouse gas emissions, and
the finding was that the level of biomass in the reservoir area is low and would not
affect water quality or greenhouse gas emissions during operation of the project.?

18

Management Response, pages 6 and 8. Annex Ill to the Response. Management hired the independent

engineer in response to the complaint submitted by the Requesters.

19

20

Management Response, pages 2 and 9.
Management Response, page 10.
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Harm related to expropriation. Management states that in accordance with the
Strategic Framework for Resettlement or Improved Living Conditions for the
Project, the owners of || I \cre not considered as vulnerable to the
risk of economic displacement, and were eligible for cash compensation at full
replacement cost following laws and regulations applicable in Costa Rica.” It
adds that the criteria for land valuation are described in the strategic framework
and that the land expropriation process and corresponding compensation are
under judicial review in the national courts.

IV. THE MICI PROCESS TO DATE

The Request was received by the MICI on 16 September 2016. In accordance with
the MICI Policy, on 23 September 2016, after five business days, the Requesters
and Management were notified of the registration of Request
MICI-BID-CR-2016-0110.

Given that the IFC and EIB accountability mechanisms would have received
identical requests to the one received by the MICI, the MICI Director got in contact
with both institutions as stipulated in paragraph 68 of the MICI Policy, regarding
cooperation with other accountability mechanisms.

After receiving Management’s Response, and as part of the eligibility determination
process, on 14-18 November 2016 a MICI team conducted a joint mission to Costa
Rica with delegations from the CAO and the CM. The mission included a field visit
to Siquirres, the district where the RHP and |l 2 |ocated, in order to
meet with the Requesters and tour the area involving the alleged harm. In addition,
meetings were held with project officials from the executing agency, ministry officials,
and the IDB and IIC project team at the Country Office, as well as scholars, civil
society groups, and other individuals affected by the Project.

Inasmuch as some of the allegations of harm are related to technical concerns of a
geological nature, specifically concerning the imminent collapse of one of the
lagoons at Lagunas Lancaster, the MICI engaged the services of an independent
geologist, Dr. Augusto Mendonca,? who joined the mission to Costa Rica to provide
support to the MICI and the other participating mechanisms in assessing the
feasibility of the claims.?®

On 23 November 2016, the Eligibility Memorandum was issued, which concludes
that the Request is eligible inasmuch as it meets all the eligibility criteria of the Policy,

21 Management Response, page 12.
22 Access to Dr. Augusto Mendonga’s curriculum vitae: http://www.iadb.org/Document.cfm?id=40726525.
23 The report presented by the expert is available via the electronic links section of this document.
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with the exception of the fair price for expropriation based on the application of
exclusion 19(d) of the MICI Policy, concerning issues or matters that are under
arbitral or judicial review.2*

Given that the Requesters requested a Compliance Review Phase only with the
MICI, following distribution of the Eligibility Memorandum to the Board of Executive
Directors on 12 December 2016, the case was transferred to that phase. That date
marked the start of the period of 21 business days provided in the MICI Policy for
preparing this document, which is based on preliminary documentation and
information to help the MICI identify the aspects to analyze in an investigation.

Both Parties had a period of 15 business days to comment on this document.?® The
Requesters indicated to the MICI that they did not have comments on the document.
On 1 February 2017, the MICI received Management’s comments,?® which have
been carefully analyzed, and the MICI appreciates the observations and points
made. This document has incorporated, in an objective and impartial manner, those
comments that the MICI has deemed relevant. The substantive issues raised in the
comments will be examined in the investigative phase, if it is authorized by the Board
of Executive Directors. Management’s original comments are available for
consultation in the annexes.

The Recommendation for Compliance Review and Terms of Reference are
submitted in final version for consideration by the Board of Executive Directors,
which is the entity authorized to approve or deny a compliance review investigation
by the MICI.

In relation to the status of the processes at the other mechanisms (CAO and CM),
at the time of completion of this Recommendation, both had declared the Request
to be admissible and were analyzing it in accordance with their respective
procedures. The MICI maintains ongoing communication with both institutions and
plans to continue to collaborate with them in subsequent phases.

Lastly, it is important to note that on 7 December 2016, the MICI received a new
Request in relation to the RHP from neighbors of the owners of |
The new Request is presently in the determination of eligibility process. Some

24 Eligibility Memorandum, available via the electronic links section of this document.

25 The timeline and budget for the investigation are not included in the MICI documents sent to the Parties.
The investigation timeline is based on the time periods established in the MICI Policy, and since the MICI
functions independently from the Bank’s Management, budgetary matters are not subject to comment by
Management but rather are within the purview of the Board of Executive Directors.

26 In addition, prior to preparing the draft version of the Recommendation for Compliance Review and Terms
of Reference, the MICI held two meetings with Management, at Bank headquarters and the Country Office,
in order to share information on the project and hear Management’s perspective on the Request. The MICI
held meetings with the Requesters when the Request was presented and during the determination of
eligibility mission.



5.1

5.2

5.3

-10 -

aspects of the allegations made in the new Request are similar to the those
presented in this document.?’

V. RECOMMENDATION FOR COMPLIANCE REVIEW

This Recommendation for Compliance Review and Terms of Reference is
submitted for consideration by the Board of Executive Directors in accordance with
paragraphs 39, 40, and 41 of the MICI Policy.

In accordance with paragraph 41 of the MICI Palicy, it is recommended that the
Board of Executive Directors authorize the MICI to conduct a compliance review
investigation of the Reventazén Hydroelectric Project operation?® for the purpose
of determining whether, in reference to the statements made in the Request, the
Bank complied with the Relevant Operational Policies, OP-703 and OP-704, and
in the event that it did not, whether this caused or could cause the harm alleged
by the Requesters.

Specifically, given the magnitude of the project in terms of its size and the type and
extent of environmental and social impacts that it has been determined that it
would generate, as well as the fact that the Bank has worked hard to create a
recognized set of environmental and social best practices for hydroelectric projects
in the region, the MICI has determined that an investigation would allow for a
detailed account of the actions taken by the Bank during preparation, approval,
and supervision of the Project with respect to the provisions stipulated in the
Relevant Operational Policies. The findings generated by an investigation will
make it possible to confirm whether the Bank has complied or not with the
obligations set out in the Relevant Operational Policies, and if it has not, to identify
and establish timely corrective measures to prevent/mitigate the negative
environmental and social impacts that the Project may have generated or could
generate in terms of:

(a) Protection of the area’s rich biodiversity, especially in relation to the
Biological Subcorridor;

(b) Conservation of the wetlands located on | decclared
protected areas by the Costa Rica authorities;

(c) The disaster risks associated with the potential collapse of the hillsides
adjacent to the tail of the reservoir, especially those located withingiiilill

I o

27 Request received on 7 December 2016. Reventazén Hydroelectric Project, MICI-BID-CR-2016-0112.
Available via the MICI Public Registry: http://www.iadb.org/es/mici/detalle-de-la-
solicitud,19172.htmI?ID=MICI-BID-CR-2016-0112 .

28 CR-T1074, CR-L1049, CR-L1056, CR-U001, CR-T1086, ATN/OC-12720-CR, 2747/0C-CR, 2806 A/OC-CR,
2806 B/OC-CR, 2804/0C-CR, and ATN/OC-13556-CR.
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http://www.iadb.org/es/mici/detalle-de-la-solicitud,19172.html?ID=MICI-BID-CR-2016-0112
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(d) The negative impacts on the economies, livelihoods, and ways of life of the
owners of the property subject to expropriation, particularly with regard to
the expropriation of areas designated for forestry use under PES contracts
and access roads to water sources.

Recognizing the importance that the Costa Rican government places on
biodiversity and environmental conservation, the importance of generating
electricity from renewable sources, the relevance of the alleged harm, and taking
into account the discrepancies between the positions of the Requesters and
Management on matters essential to the identification and mitigation of risks, the
MICI believes that it is appropriate to conduct an investigation to clarify the
allegations concerning acts and omissions by the Bank, exclusively in relation to
its obligations deriving from the Relevant Operational Policies.

Furthermore, the MICI believes that the investigation is important given the
leadership role that the Bank has had in developing the project with respect to the
other private and multilateral participants in the financing structure, noting that the
accountability mechanisms of the two multilateral banks (IFC and EIB) are also
processing this complaint.

Rationale
Regarding compliance with the Disaster Risk Management Policy (OP-704)

The purpose of Operational Policy OP-704 is to guide the Bank’s efforts to assist
its borrowers in reducing risks emanating from natural hazards and in managing
disasters, in order to support the attainment of their social and economic
development goals. The policy defines natural hazards as “natural processes or
phenomena affecting the biosphere that may constitute a damaging event,”?®
including phenomena such as landslides and floods. It defines a disaster as “a
serious disruption of the functioning of a society, community, or project causing
widespread or serious human, material, economic, or environmental losses which
exceed the coping ability of the affected society, community, or project using its
own resources.”® One of the specific objectives of Operational Policy OP-704 is
“to strengthen the Bank’s effectiveness in supporting its borrowers to
systematically manage risks related to natural hazards by identifying these risks,
reducing vulnerability, and preventing and mitigating related disasters before they
occur.”!

29

30

31

OP-704, 111, Key Definitions.
OP-704, 1, Key Definitions.

OP-704, I, Objectives. The policy defines vulnerability as a condition determined by physical, social,
economic, and environmental factors or processes that increase the susceptibility of a community to the
impact of hazards. See OP-704, Ill, Key Definitions.
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Directive A-2 of Operational Policy OP-704 establishes the need to determine the
disaster risk in Bank-financed projects and establish measures to reduce it. The
policy specifies that special care should be taken to assess risk for projects that
are located in areas that are highly prone to disasters, as well as in sectors such
as energy, water and sanitation, and infrastructure. It likewise establishes that in
the analysis of risk and project viability, consideration should be given to both
structural and nonstructural mitigation measures, which means paying attention to
the capacity of the competent national institutions to enforce proper design and
construction standards.®? In addition, if significant risks due to natural hazard are
identified at any time during the project preparation process, appropriate measures
should be taken to establish the viability of the project, including the protection of
populations and investments affected by Bank-financed activities. The policy also
states that alternative prevention and mitigation measures that decrease
vulnerability must be analyzed and included in project design and implementation,
and these should include safety and contingency planning to protect human health
and economic assets. In the case of physical assets, the policy specifies that the
Bank will require that, as part of project preparation, the borrower establish
protocols to carry out periodic safety evaluations and conduct proper maintenance
of the project equipment and works in accordance with generally accepted industry
norms.%3

The Requesters allege that material was extracted from the hillsides adjacent to
the tail of the reservoir and at the base of the hillside supporting one of the lagoons
at Lagunas Lancaster, which, in their view, would have exacerbated the natural
instability of those slopes, creating a serious risk of collapse of the hillside and the
wetland. In addition, they claim that fluctuations in the water level of the reservoir
during operation could worsen the natural vulnerability of the hillsides.

According to the report from the expert hired by Management, the landslide risk in
the area is high but the risk would not have been exacerbated by the RHP. The
report states that due to geological conditions in the area, the lagoon in question
at Lagunas Lancaster is likely to be affected over time by gradual landslides and
erosion as a result of the natural erosive processes of the Reventazén River and
the Moncha Stream, and even by earthquakes.3*

The geologist who supported the MICI eligibility mission says there is no indication
that extraction activities could have led to a movement of ground of the magnitude
suggested by the Requesters.® However, he does identify active movements of
land and confirmed, as did the expert hired by Management, that the hillside

32 OP-704, Directive A-2. Risk and Project Viability.

33 OP-704, Directive A-2. Risk and Project Viability.

34 Fichter, Reventazén Hydroelectric Project — Stability of Laguna Lancaster, October 2016, page 18.
35 Mendonca, Augusto, Andlisis de Estabilidad de las Lagunas Lancaster, December 2016, page 7.
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supporting Laguna Lancaster is located in a highly unstable area.*® In addition,
based on a preliminary review of the project documents, the MICI finds several
mentions of the instability of the hillsides in the area of the reservoir, as well as
active ground movements in the Lagunas Lancaster zone.?” Along the same lines,
the MICI finds that Management determined that Operational Policy OP-704
should be activated in relation to the height of the dam, the storage capacity of the
reservoir, volcanic activity, and possible landslides in the reservoir area.®®

5.11 The MICI finds that, based on the technical reports prepared by the participating

geologists and the project documents, there is evidence attesting to the instability
of the area and to the fact that the hillside supporting Laguna Lancaster is located
in an area at very high risk of landslides and active shifts in land masses® (see
Image 1). The geologists’ reports have recommended monitoring the area and/or
conducting additional studies to gain a better understanding of the geological and
hydrogeological characteristics of the area and the geotechnical parameters of the
properties of the hillside and to establish a program for monitoring the evolution of
active ground movements or to carry out stabilization works in the future.*°

5.12 Based on the preliminary review of the project documents, the information obtained

from the eligibility determination mission, and Management’s Response, the MICI
has not found any documentation presenting a strategy to prevent or mitigate the
disaster risk posed by active landslides on the hillside supporting Laguna Lancaster,
nor measures to reduce the vulnerability of this area. Based on the preliminary
analysis, the MICI has been able to verify the existence of excavation remains along
the river banks, approximately 700 meters downstream from the Lancaster area*
(see Image 2) and has received images showing extraction activity near the base of
the hillside that supports Laguna Lancaster*? (see Image 3).

36

37

38

39

40

a1

42

Mendonca, Augusto, Andlisis de Estabilidad de las Lagunas Lancaster, December 2016, page 32 et seq.,
and Fichter, Reventazon Hydroelectric Project — Stability of Laguna Lancaster, October 2016, page 18.

EIA, section 7; EIA, pages 308, 376, and 364 et seq. See also, Fichter, Reventazdn Hydroelectric Project —
Stability of Laguna Lancaster, October 2016.

Project profile, CR-L1049, paragraph 3.3.

Fichter, Reventazon Hydroelectric Project — Stability of Laguna Lancaster, October 2016, pages 9, 18,
and 19; Astorga, Allan, Expert technical opinion on the risk of collapse of the Lancaster wetlands as a
result of construction of the Reventazén Hydroelectric Project, September 2016, page 5; and Mendonga,
Augusto, Andlisis de Estabilidad de las Lagunas Lancaster, December 2016, pages 32 et seq.

Mendonca, Augusto, Andlisis de Estabilidad de las Lagunas Lancaster, December 2016, page 6; Fichter,
Reventazon Hydroelectric Project — Stability of Laguna Lancaster, October 2016, page 21; and Astorga,
Allan, Expert technical opinion on the risk of collapse of the Lancaster wetlands as a result of construction
of the Reventazén Hydroelectric Project, September 2016, page 8.

Mendonca, Augusto, Andlisis de Estabilidad de las Lagunas Lancaster, December 2016, page 13.

The geologist hired by the MICI concluded that there is evidence of extraction activity on the hillside
supporting Laguna Lancaster. See Mendonga, Augusto, Analisis de Estabilidad de las Lagunas Lancaster,
December 2016, page 20.
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Image 1. Active landslides in the Laguna Lancaster area
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Map of areas with active and inactive ground movements.
Source: Annex 3, Management Response.
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Image 2.

Remains of excavation works adjacent to the right bank of the river.
Source: MICI team, 16 November 2016.

Image 3.

Excavation and earthmoving operations next to the hillside supporting Laguna Lancaster.
Source: Request.

5.13 Although the MICI has found, in its preliminary analysis, that the various experts
and documentation coincide on the existence of active landslides of the hillside
and the high risk characterizing the area due to its instability, it has also identified
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contradictory accounts with respect to three main points: (i) the occurrence of the
alleged extraction of material from the hillside; (ii) the possible contribution of this
extraction to increased instability of the hillside; and (iii) the degree of risk and
magnitude of a potential collapse of the hillside and Laguna Lancaster.

Given the complexity of the situation, the MICI believes that an investigation would
help to clarify whether the Bank carried out actions to evaluate, prevent, manage,
and/or, as applicable, reduce the risk of a natural threat in this case and/or its
exacerbation, in accordance with the requirements of Operational Policy OP-704.

Regarding compliance with the Environment and Safeguards Compliance
Policy (OP-703) and its directives B.1, B.2, B.4,B.5,B.7, B.9, B11, and B.12

Directive B.1 of Operational Policy OP-703 states that the Bank will only finance
operations that comply with the directives of the policy and are consistent with the
relevant provisions of other Bank policies. Directive B.2 establishes that the Bank
will require the borrower for an operation to ensure that it is designed and carried
out in compliance with the environmental laws and regulations of the country where
it is being implemented. Meanwhile, Directive B.4 stipulates that in addition to risks
posed by environmental impacts, the Bank will identify and manage other risk
factors that may affect the environmental sustainability of its operations, including
the governance capacity of executing agencies or third parties, sector-related risks
or risks associated with highly sensitive environmental and social concerns, and
vulnerability to disasters.

Directive B.5 establishes the minimum requirements that an environmental impact
assessment (EIA) must meet, specifying the need for to conduct screening and
scoping for impacts and to give due consideration to direct, indirect, regional, and
cumulative impacts using adequate baseline data as required; impact mitigation
and management plans presented in an environmental and social management
plan (ESMP); the incorporation of environmental assessment (EA) findings into
project design; and measure for adequate follow-up of implementation of the
ESMP. Directive B.7 indicates that the Bank will monitor compliance by the
executing agency with all safeguard requirements stipulated in the loan agreement
and project operating or credit regulations. It also specifies that category “A”
projects will be reviewed at least annually to assess safeguard compliance.

Directive B.9 establishes that the Bank will not support operations that, in its
opinion, significantly convert or degrade critical natural habitats, unless: (i) there
are no feasible alternatives acceptable to the Bank; (ii) comprehensive analysis
demonstrates that overall benefits from the operation substantially outweigh the
environmental costs; and (iii) mitigation and compensation measures are
incorporated that are acceptable to the Bank and that are adequately funded,
implemented, and monitored. Directive B.11 stipulates that operations will include,
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as appropriate, measures to prevent, reduce, or eliminate pollution emanating from
their activities. Furthermore, the Bank will encourage the reduction and control of
greenhouse gas emissions, and in the case of operations that produce significant
emissions, direct emissions will be measured on an annual basis. Lastly, Directive
B.12 states that the Bank will finance operations already under construction only if
the borrower can demonstrate that the operation complies with all relevant
provisions of the policy.*

The Requesters claim that the instability of the hillside was accelerated as a result
of activities to extract material near its base, which left holes and was done in
violation of the concession. They state that conservation of the zone’s biodiversity
and the species that move along the biological corridor have been jeopardized by
the wire fencing and compressed plastic posts erected to mark the boundary of the
expropriated area, which impede the movement of wildlife. They also state that the
reforestation plan for mitigating the fragmentation of the Barbilla-Destierro
Biological Subcorridor is not being implemented and claim that, on the contrary,
trees have been felled in the expropriated area. The Requesters allege that they
are not familiar with the criteria used to delimit the buffer zone, nor the reason for
splitting up the biological unit o ccspite its location at the tail of
reservoir. They also note that biomass was not removed prior to filling the
reservoir, which has already led to contamination of the water and may lead to the
generation of greenhouse gases. They add that one third of the total area of their
property (63 hectares) was expropriated, leaving |l I Unable to sustain
itself economically inasmuch as the expropriated portion largely corresponded to
the area set aside for forestry uses. In addition to the loss of income from PES
agreements, they say that this has forced them to dismiss workers and has blocked
the road providing direct access to the Finca’s water tank. They further state that
the Strategic Framework for Resettlement or Improved Living Conditions has not
been fulfilled.

Management states that it did not find any evidence of noncompliance with local
laws and regulations during the extraction activities and that, “ICE also confirmed
that no material was extracted from the river banks.”* In addition, it says that given
that the Laguna Lancaster that was allegedly at risk of collapse is located outside
the direct area of influence of the reservoir and that its elevation is higher, it is
unlikely to be directly affected by the reservoir.*> Furthermore, Management says
that from the project planning stage, possible adverse impacts on the Barbilla-
Destierro Biological Subcorridor were detected, for which a mitigation strategy and
master plan were prepared and have been validated by the independent
environmental and social auditor and the Advisory Group on Biodiversity (GAB). It

43 OP-703, B.12.
44 Management Response, page 6.
45 Management Response, page 6.
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states that the effectiveness of implementation of the plan was supervised by the
organization Panthera.*® It also confirms that, “the area of Laguna Lancaster [...] is
indeed included in the priority area for the restoration of connectivity at the tail of
the project’s reservoir.”’ Regarding the inundation of forests, Management
comments that during project preparation, water quality modelling and greenhouse
gas emission estimation studies were performed, based on which it was concluded
that the level of biomass in the reservoir area was low and would not affect water
quality and greenhouse gas emissions during operation of the project.*® Lastly,
Management reports that as per the Strategic Framework for Resettlement or
Improved Living Conditions, the Requesters were not considered as vulnerable to
the risk of economic displacement, which meant they were eligible for cash
compensation, a process governed by local law.*®

The MICI found that the Construction Management Plan called for a series of
measures to be taken in the context of construction activities, including avoiding
interventions in protected areas or areas with strong ecological or scenic value.%°
The MICI was also able to verify that the material extraction concession issued by
the MINAE prohibited extraction along river banks and limited extraction to sand,
gravel, and alluvial deposits.>* However, as described in the section on Operational
Policy OP-704, the MICI has found indications of activities to extract materials near
the base of the hillside supporting Laguna Lancaster and found evidence of the
existence of holes on the right bank, 700 meters downstream from this area
(Images 2 and 3). The MICI believes that an investigation would make it possible
to confirm extraction activities in the area and clarify whether these activities, as
well as the management and supervision thereof, were provided in the
environmental impact assessment or in other Project documents.>?

The MICI has confirmed that the Finca and Lagunas Lancaster constitute critical
natural habitats under the terms of Operational Policy OP-703 inasmuch as they
have been declared protected wetlands, and | is an area of high
conservation value (see Image 4). Moreover, because it is located at the tail of the
reservoir,>® it represents a key area for reconnecting the Barbilla-Destierro

46 Management Response, page 2.

47 Management Response, page 8.

48 Management Response, page 10.

4% Management Response, page 11.

50 Additional Environmental Studies, Part D: Construction Management Plan, 2012, pages 66 and 49.

51 Resolution R-0239-2013-MINAE, 4 June 2013. Available at: http://www.gaceta.go.cr/pub/2013/07/04/COMP.

04_07_2013.pdf.

52 Based on the preliminary review conducted in this phase of the recommendation for investigation, the MICI
did not find any plan for this activity in the original EIA. See: Environmental impact study, Reventazén
Hydroelectric Project, Case No. 0331-08-Setena; Strategic Environmental Studies, Phase 2, May 2012;
and Mendonga, Augusto, Analisis de Estabilidad de las Lagunas Lancaster, December 2016, page 43.

53 Both Management and the Requesters are in agreement on this point.
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Biological Subcorridor,®* and thus for preserving threatened and migratory
species.>® The MICI believes that an investigation would make it possible to
determine whether the potential direct and indirect impacts of the Project on these
critical natural habitats were assessed.

5.29 The MICI has ascertained that there is a Master Plan to mitigate the effects of the

RHP on the connectivity and functionality of the Barbilla-Destierro Biological
Subcorridor and that one priority is to significantly increase vegetative coverage at
the tail of the reservoir and reforest the corresponding buffer area.’® It also
corroborated that the organization Panthera, in the framework of technical
cooperation established with the Bank, presented recommendations for the
implementation of this Master Plan in its final report of 2015.5” However, the MICI
found that the technical cooperation in question ended in 2015. To date, the MICI
has not seen any documentation indicating whether Panthera’s recommendations
were implemented nor is it aware of the implementation status or effectiveness of
the mitigation measures set out in the Master Plan.5®

5.30 The MICI found that the Master Plan described Laguna Lancaster as an area

devoid of freshwater conservation where riparian coverage should be re-
established.>® Likewise, the recommendations issued by the organization
Panthera call for actions to increase vegetative coverage at the tail of the reservoir
as a priority area for re-establishing the connectivity of the Barbilla-Destierro
Biological Subcorridor, reforesting areas associated with bodies of water,
evaluating the functionality of the environmental buffer area for the movement of
wildlife, and installing fences that allow the passage of animals.®® According to
documentation provided by the Requesters and observations made during the
eligibility mission, it is MICI's understanding that Lagunas Lancaster are not part
of the expropriated area included for the Project.®® In addition, the MICI observed

54
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61

The Barbilla-Destierro Biological Subcorridor is considered a critical natural habitat in accordance with
Directive B.9. See ESMR, paragraph 2.10.

See the definition of critical natural habitats, Operational Policy OP-703.

Master Plan to mitigate the effects of the RHP on the connectivity and functionality of the Barbilla-Destierro
Biological Subcorridor, May 2013.

Panthera, Final Report, Programa de Conservacion: Enfoque local para una implementacion préctica,
Subcorredor Bioldgico Barbilla-Destierro / Paso del Jaguar, November 2015.

In its response, Management attached a report on the status of measures related to the program for
payment for ecosystem services and the delivery of trees to plant at the tail of the reservoir and the program
for good practices in agriculture. See ICE, ESAP, Progress report on indicators. Activities to maintain the
functionality of the Barbilla-Destierro Biological Subcorridor, “Cola del Embalse” priority area, June 2015.

Master Plan to mitigate the effects of the RHP on the connectivity and functionality of the Barbilla-Destierro
Biological Subcorridor, May 2013, page 27.

Panthera, Final Report, Programa de Conservacién: Enfoque local para una implementacion practica,
Subcorredor Bioldgico Barbilla-Destierro / Paso del Jaguar, page 56 et seq. The organization Panthera
mentioned that it described the type of fencing that would allow animal crossings but said it was unfamiliar
with the final design. See Panthera, Final Report, Programa de Conservacion: Enfoque local para una
implementacion practica, Subcorredor Bioldgico Barbilla-Destierro / Paso del Jaguar, page 75.

Documentation on the expropriation submitted by the Requesters.
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that the area owned by the Requesters that is subject to expropriation was
delimited with wire fencing that impedes the passage of animals (see Images 5
and 6). An investigation would make it possible to learn about the criteria and
process used to zone the expropriated area and its compliance with the Relevant
Operational Policies.

5.31 The MICI observed trees in the flooded areas, as well as floating vegetation at the
river's edge in some areas, including trunks and water lilies (see Images 7 and 8).
An investigation would make it possible to determine whether there are recent
studies that evaluate the potential for this situation to contribute to water
contamination, and whether, if necessary, measures have been established in the
framework of the Project to prevent, reduce, or eliminate the vegetative matter.5?

5.32 Lastly, the MICI has observed that the fencing used to divide the expropriated area
from | has blocked direct access to the Finca water tank and that
the areas set aside for forestry use on the Finca, which make it economically viable
according to the Requesters, were expropriated. By conducting an investigation,
the MICI could look into the criteria used to determine which areas to expropriate
and whether, at the time of such determination, these elements were considered
with a view to mitigating the adverse impact generated by the expropriation.

5.33 Taking the foregoing into consideration, the MICI believes that an investigation in
this case would help to clarify whether the Bank evaluated the Project’s potential
direct or indirect impacts on the Finca and Lagunas Lancaster, as critical natural
habitats, as well as the economic impact on the Requesters; whether it identified
and managed other risk factors; whether it took adequate measures to mitigate the
identified risks; and whether it has supervised the compliance of all these
measures with the terms established in Operational Policy OP-703. An
investigation would make it possible to clarify the criteria used in the Project to
zone the expropriated area and also to identify whether any activities that may
have occurred to extract materials in the area complied with local laws and
regulations and whether measures were in place to mitigate possible impacts from
these activities on the integrity of Laguna Lancaster. Lastly, it would help to
determine whether measures have been taken to prevent, reduce, or eliminate the
alleged contamination resulting from the Project.

5.34 Lastly, with respect to the Requesters’ allegation of noncompliance with the
Strategic Framework for Resettlement or Improved Living Conditions,®® the MICI
believes that, in principle, this should be analyzed against Operational Policy
OP-710. However, the MICI has determined that Operational Policy OP-710
covers situations involving the involuntary physical/economic displacement of

62 The MICI obtained the water quality and greenhouse gas emissions studies conducted in 2012 as part of
the additional environmental studies.

63 Request, page 23.
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individuals as a result of a Bank project. Its finding is that Operational Policy
OP-701 was activated in the case of this Project due to the risk of economic
displacement of 18 vulnerable households® and that the risk was mitigated by the
preparation of the aforementioned Strategic Framework. The MICI verified that the
Requesters were not considered part of a vulnerable group but were eligible for
cash compensation, and that the expropriation process is under judicial review in
Costa Rica,%® so the MICI has no jurisdiction over it in the framework of a
compliance review.

Image 4.

Access to I
Source: MICI team, 16 November 2016.

64

65

Project profile, CR-L1049, paragraph 3.3.

Given that the matter of fair price for the expropriated properties is under judicial review in Costa Rica, the
MICI applied exclusion 19(d) in the Eligibility Memorandum. See: MICI, Eligibility Memorandum, 12
December 2016, page 14.
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Boundary limit of the expropriated area.
Source: MICI team, 16 November 2016.

Image 7.

Flooded vegetation and water lilies on the right bank of the reservoir.
Source: MICI team, 16 November 2016.
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Flooded vegetation in the area of the reservoir.
Source: MICI team, 16 November 2016.

Scope

This Recommendation proposes that the Board of Executive Directors conduct an
investigation of the operation focused on verifying Bank compliance with
Operational Policies OP-703 and OP-704.

The output of the investigation will be a Compliance Review Report on the
operation, describing the investigation process, its findings, and the evidence-
based conclusions on compliance or noncompliance with the Relevant Operational
Policies, as well as the connection, if any, between any noncompliance and the
harm alleged by the Requesters.

In view of the information that Management has already provided to the MICI, the
investigation will focus on answering the following questions:5®

With regard to the disaster risk management requirements established in
Operational Policy OP-704:

66 The investigation questions are aimed at guiding the investigation process and the search for relevant
facts that can shed light on the case in question. With these facts in hand, the Panel can determine how
and why a Bank action or omission, if any, could have resulted in honcompliance with the applicable
operational policies and whether this caused or could cause harm.
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o Did the Bank adequately evaluate and manage the landslide risk to the hillside
and/or the possibility that it would become exacerbated, as stipulated in
Operational Policy OP-704?

o As necessary, have measures been taken to assist the executing agency in
reducing the risk emanating from a natural hazard and managing the risk of
disaster in that case?

o Was an analysis of risks from natural hazards performed in the project
preparation stage, and as necessary, were prevention and mitigation
measures established to reduce vulnerability to disasters as stipulated in
Operational Policy OP-704?

o Ifthe requirements set out in Operational Policy OP-704 were not met, did this
cause harm to the Requesters?

With regard to the requirements established in Operational Policy OP-703:

o Were the potential direct and indirect impacts of the Project evaluated, and
were adequate mitigation measures proposed, in accordance with the
requirements of Operational Policy OP-703?

o Were other risk factors related to the Project identified and managed?

o Was the Project implemented in compliance with local laws and regulations in
accordance with the requirements of Directive B.27?

o Has the Bank supervised compliance with all safeguard requirements
stipulated for the Project?

o Have all the measures for preventing the degradation of critical natural habitats
and instances of contamination resulting from the Project been incorporated
and implemented?

o If the requirements set out in Operational Policy OP-703 were not met, did this
cause harm to the Requesters?

Proposed methodology

The proposed investigation would utilize documentary review and targeted
interviews as a primary fact-finding method. The results would be compared
against the directives of the Relevant Operational Policies to determine
compliance or noncompliance. Lastly, in the event of a finding of noncompliance,
a causal analysis would be performed to determine whether there are links
between the noncompliance and the alleged harm.

Given that this Request is being analyzed simultaneously by the accountability
mechanisms of the EIB (CM) and the IFC (CAO), the MICI will strive to work in
coordination with these institutions, with a view to optimizing resources and
working more efficiently and effectively in accordance with the principles set out in
the MICI Policy, while preserving at all times the independence, impatrtiality, and
objectivity of the MICI.
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Based on the above, the MICI would carry out the following activities:

Vi.

Vil.

Contracting of the Roster experts who, along with the MICI
Compliance Review Phase Coordinator, will form the
Investigative Panel.

One-on-one interviews with the following actors:

Bank staff involved in the Project at Headquarters and at the Country
Office in Costa Rica.

Executing agency (ICE) team.

Members of the Advisory Group on Biodiversity (GAB).

Expert consultants and organizations hired by the Project.
Requesters.

Other actors identified as relevant during the investigation.

Documentary review.

Review of both public and confidential documents in the Bank’s
possession regarding the Project and relevant to the investigation.
Reports issued by the executing agency and other third parties in
accordance with their respective contractual requirements with the
Bank.

Other relevant reports and studies.

Mission to Costa Rica by the Investigative Panel for context
purposes and to contact the Requesters, the executing agency,
Bank staff at the Country Office, and other parties.

Review of the Roster experts’ reports.

Comparison analysis and determination regarding the main
findings.

Preparation of preliminary report.

Timeline and team

In accordance with the provisions of the MICI Policy, the proposed investigation
would be conducted within a maximum period of six calendar months, running from
the formation of the Compliance Review Panel.
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Table 2.

Proposed timeline of activities for compliance review of Case MICI-BID-CR-2016-0110

Compliance review for
MICI-BID-CR-2016-0110

Month O Month 1 Month 2 Month 3 Month 4 Month 5 Month 6

SCHEDULE OF ACTIVITIES

123 456 7 8 91011 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34

1 Contracting of experts
Preparatory meeting and

2 preliminary desk review
Fact-finding mission in the

3 Program area (tentative date)

4 Interviews with Bank staff
Targeted desk review —

5 verification of findings
Preparation of reports on findings
by the experts and corroboration

6 of information
Preparation of the preliminary

7 report

8 Final data verification

9 Issuance of the preliminary report

5.44 The investigative team would be comprised of the Compliance Review Phase

Coordinator, Arantxa Villanueva, two Roster experts, and a Case Officer. The
names of the experts will be communicated to the Board of Executive Directors,
Management, and the Requesters by means of a direct notice, once the team has

been assembled.
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Annex |

Management Comments on the Preliminary Version of the Recommendation for a

Compliance Review

NIDB ®IIC

Inter-American

Inter-American Investment Corporation

Development Bank

Joint IDB-IIC Management Comments to the ICIM-BID-CR-2016-0110 draft Recommendation
for Compliance Review and Terms of Reference (TOR) regarding the Reventazén Hydroelectric

Project in Costa-Rica

Management acknowledges the opportunity given by the ICIM to review and comment on the

draft Recommendation and Terms of Reference (TOR) (the “Recommendation”), in connection

with the “Reventazon Hydroelectric Project” (the “Project”), and reaffirms its view that the

Project is to be considered as a global model for sustainable infrastructure. Management

wishes that the comments and clarifications provided herein, and clarifications in Annex | be

useful for the ICIM while reviewing the Recommendation. In this regard, Management would

like to offer the following comments on the Recommendation:

In accordance with the ICIM Policy (MI-47-6), the Recommendation for the investigation
will be prepared by the ICIM “in consultation with Management and the Requesters”'.
In this regard, it should be noted that Management has not been consulted by ICIM in
the context of the preparation of the Recommendation. Management believes that
had ICIM consulted Management, the Recommendation would have been better

informed and would be more precise and accurate in its content and approachz.

Furthermore, Management considers that the TOR is incomplete, as it does not present
a proposed timeline and budget for the investigation, and anticipated use of
consultants. In addition, it is worth-mentioning that in accordance with the ICIM Policy,
the Recommendation should have been sent to Management for its comments upon
completion of the TOR®.

Licim Policy, paragraph 39.
2 .

See comments in Annex .
*1cm Policy, paragraph 40
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1.

In light of the high level of complexity and technicality of the issues subject to review
and analysis, Management recommends using internationally recognized consultants
and experts with significant experience in geotechnical and biodiversity issues in the
hydropower sector, and safeguard policies of Multilateral Development Banks (MDBs).

The draft Recommendation notes in many instances* that the ICIM has looked at the
limited documentation they have and has not found evidence that substantiates
Management’s view on the allegations. In this regard, Management considers that those
statements are at best premature in the context of a recommendation for compliance review
due to the fact that those conclusions have been drawn before the ICIM has even started the
investigation and the review of the extensive documentation available that would provide for
a complete and objective analysis of the facts. Management will ensure that the ICIM has full
access to any and all of the vast number of documents, and additional information that may be
requested by the MICI for purposes of the investigation.5

Management understands that the objective of the Compliance Review Phase is to
investigate allegations that the Bank has failed to comply with its Operational Policies
and has caused harm to the Requesters, therefore the scope of the investigation should
focus on whether the Bank did or did not comply with its Operational Policies, and in
case it did not whether it caused harm to the Requesters.® In addition, Management
recommends that the investigation focus further on the exact and specific
requirements of the IDB’s policies:

In _connection with the risk of landslides in the reach of Laguna Lancaster and
compliance with provisions of OP-704:

The risk of landslides in the reach of Laguna Lancaster, while of high probability, is considered
“low risk” under OP-704 for the following reasons:

The natural risk of landslides in the reach of Laguna Lancaster is localized and of small
magnitude relative to the Project’s overall footprint, and is unlikely to affect the viability
of the Project, i.e. its physical integrity or its capacity to deliver expected developmental
benefits, i.e. generation of electricity. This type of risk (Type 1 risk under the OP-704
Guidelines) is therefore considered as low.

* For examples, see paragraphs 5.12, 5.21, 5.29, 5.30, 5.31, 5.32.

> Also see paragraph 5.37: “Considerando la informacién que la Administracion ya ha proporcionado al ICIM, la
investigacion se enfocara en responder las siguientes preguntas:”

® Footnote 63: “Con los mismos, el Panel podra determinar de qué modo y por qué razén una acciéon u omisién del
Banco pudiese haber resultado en el incumplimiento de las politicas operativas en comento de ser asi el caso.”

MICI-BID-CR-2016-106 - Reventazon - Management’s comments on Terms of Reference for a compliance review
February 1st, 2017 Page 2



e As evidenced by ICE experts and independently confirmed by the review of an
independent geologist’, the risk of landslides caused by weathering and erosion
processes, which is naturally high in the reach of Laguna Lancaster, has not been and
will not be exacerbated by the construction or the operation of the Project®. This type of
risk (Type 2 risk under the OP-704 Guidelines) is therefore also considered as low.

OP-704 does not require further mitigation of low risks.

Therefore, the investigation should focus first on whether the Bank has adequately assessed
this specific risk as “low risk” under OP-704 — instead of whether the Bank took measures to
help ICE to mitigate this existing natural risk®, which is not required under OP-704 if this risk
does not affect Project viability and is unlikely to be exacerbated by the Project.

To that end and due to the high technicality need to analyze and review this matter,
Management notes that adequate expertise and resources, and engagement with ICE and its
experts will be needed. Management understands that lack of engagement with ICE of the
expert contracted by the ICIM in the eligibility determination phase on this technical issue has
conveyed to the Bank’s client the perception that the ICIM has not acted with all due
impartiality and objectivity, which is impacting the Bank’s long term relationship with ICE. In
this context, Management hopes for a greater involvement of ICE in the technical work
developed by the ICIM in the context of addressing the Request and that any expert report be
shared with the Bank and ICE.

2. In connection with the alleged damages on the biodiversity of Laguna Lancaster and
compliance with provisions of OP-703:

OP-703 requirements relate to assessment and management of environmental impacts caused
or potentially caused by a project. Laguna Lancaster is located outside of the Project’s footprint
and is not directly impacted by the Project. The only indirect impact that could affect Laguna
Lancaster is if the landslide risk would be exacerbated by the Project. The Bank assessed this
risk and considered it “low risk” (see above). Therefore, the investigation should focus on
whether the Bank adequately assessed this risk of indirect impact on Laguna Lancaster.

In terms of the Project’s impact on natural and critical habitats, it may be worth noting that, as
reported in the ESMR, the Bank considered the full Barbilla Destierro Biological Sub-corridor

" Mr. Hans-Georg SCHUTZ, a geologist with 32-year of experience including on large scale hydropower projects
around the world (Georgia, Indonesia, Liberia, Tajikistan, Germany).

¥ See Management’s comments on the Request and specifically Annex 3.

? Paragraph 5.39 of the draft recommendation.
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(SBBD) - including Lagunas Lancaster - as critical natural habitat, and helped ICE designing and
implementing a mitigation strategy accordingly. While the Laguna Lancaster is included in the
priority area for the restoration of connectivity at the tail of the Project’s reservoir, there were
no specific actions in the management plan for the restoration of connectivity (Plan Maestro)
required to be implemented in Laguna Lancaster. On this issue, the investigation should
therefore focus on whether the mitigation strategy and efforts for the restoration of
connectivity were adequate and in line with the requirements of OP-703, Directive B.9.

Management notes that the Advisory Biodiversity Group (GAB) composed of internationally
recognized biodiversity experts'® and contracted by the IDB and the IFC to provide independent
scientific and technical advice with respect to the potential detrimental effects that the Project
may have on effective function of the SBBD and state-of-the-art and best practices to enhance
the structural and functional connectivity of biological corridors, validated the adequacy of the
proposed mitigation strategy.

Finally, Management notes that neither OP-703 nor OP-704 includes requirement or criteria
regarding land expropriation, and understands that OP-710 is excluded from the scope of the
investigation.

1% Ms. Catherine Pringle from Georgia University; Claudio Sillero-Zubiri from University of Oxford; and Guy Dutson
and Antoine Escalas from The Biodiversity Consultancy.
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Annex |: specific comments and clarification to the draft Recommendation

Paragraph 4.7. “Ambas Partes contaron con un periodo de 21 dias habiles para realizar comentarios. El
6 de febrero de 2017, el MIClI recibié los comentarios de los Solicitantes y de la Administracion,
respectivamente.”

Date should be corrected.
Paragraph 5.3, b) “la conservacion de dreas protegidas naturales, en particular en lo que se refiere a los

humedales ubicados en la __y declarados como drea de proteccion por las autoridades
costarricenses”

The Lagunas Lancaster have been identified as “wetlands” by the Ministry of Natural Resources, Energy
and Mines (MIRENEM) in 1994 but they don’t currently benefit from any specific conservation or
protections status and are not registered in the Sistema Nacional de Areas de Conservacién (SINAC) in
Costa-Rica.

Paragraph 5.10: “Con base en estas informaciones, entre otras, la Administracion determiné que la OP-
704 deberia ser activada “en relacion a la altura de la presa, la capacidad de almacenamiento del
embalse, y la actividad volcdnica y posibles deslizamientos de tierra en la zona del embalse”.

The quote on the triggering of OP-704 is from the Project Profile which was prepared in 2011. The Bank
did not have specific information on whether the project could have exacerbated risk of landslides for
Laguna Lancaster at that time. OP-704 was triggered — and the project was classified as high-risk Typel
due to “due to its location and sector” (Environmental and Social Strategy, paragraph 4.8) — which is
normal practice for a dam of this magnitude.

Paragraph 5.11: “Al respecto, los informes de los tres gedlogos han recomendado realizar estudios

adicionales para, entre otras cosas, obtener una mayor comprension sobre las caracteristicas geoldgicas
e hidrogeoldgicas del area, los parametros geotécnicos del material de la ladera, y establecer un
programa de monitoreo de la evolucion de los movimientos de masa activos. Estos estudios serian la
base para realizar eventuales trabajos de estabilizacion.”

The report of the Independent Engineer does not recommend additional studies, but
monitoring: “In order to get deeper knowledge about the local mass movements and risk of
landslides it is recommended to execute a monitoring program”.

Management’s presentation provided to the ICIM also clarified that: “Monitoring program
recommended by the Independent Engineer will be carried out within the PHR’s operational

MICI-BID-CR-2016-106 - Reventazon - Management’s comments on Terms of Reference for a compliance review
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monitoring and adaptive management framework, as well as within the routine supervision by
the IDBG” (slide 15).”

Paragraph 5.14: “si el Banco ha cumplido con lo que establece la OP-704, especificamente en

cuanto a sus acciones para prevenir y/o reducir el riesgo derivado de una amenaza natural en
este caso y para gestionar un riesgo de desastre.”

Such actions are not required under OP-704 if this specific risk does not affect project viability
and is unlikely to be exacerbated by the project.

Paragraph 5.20: “El MICI no encontro informacion que indique que una operacion de extraccion de
materiales cerca de la base de la ladera que sostiene la Laguna Lancaster estuviera prevista en el Estudio
de Impacto Ambiental original”.

See EIA, Chapter 5, p. 129-130.

Paragraph 5.21: “Asimismo, el MICI hallé que el Plan de Manejo de la Construccion prevé una serie de
medidas a tomar en el marco de las actividades de construccion, incluyendo evitar ubicar dreas de
intervencion, en zonas protegidas o con alto valor ecoldgico o escénico”.

This statement appears to imply that construction activities took place on the site of Laguna
Lancaster, which is not the case.

Paragraph 5.22: “Por otro lado, el MICI ha constatado que la Finca y las Lagunas Lancaster constituyen
hdbitats naturales criticos en los términos de la OP-703, pues han sido declaradas humedales protegidos,
y /a_ tiene un alto valor de conservacion (ver Imagen 4). También, al encontrarse ubicada
en la cola del embalse, representa un drea clave para reconectar el SBBD, y por ende, para mantener
especies amenazadas y migratorias. De una revision preliminar de los documentos de Proyecto, el MICI
no ha encontrado una caracterizacion de los potenciales impactos, directos o indirectos, del Proyecto
sobre estos hdbitats naturales criticos. “

The Lagunas Lancaster have been identified as “wetlands” by the Ministry of Natural Resources, Energy
and Mines (MIRENEM) in 1994 but they don’t currently benefit from any specific conservation or
protections status and are not registered in the Sistema Nacional de Areas de Conservacién (SINAC) in
Costa-Rica.

The Lagunas Lancaster are outside of the Project’s footprint and are not directly impacted by the
Project. As reported in the ESMR, the Bank considered the full Barbilla Destierro Biological Sub-
corridor (SBBD) — including Lagunas Lancaster - as critical natural habitat, characterized the
Project’s impact and defined a mitigation strategy.

MICI-BID-CR-2016-106 - Reventazon - Management’s comments on Terms of Reference for a compliance review
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Paragraph 5.29: “A la fecha, el MICI no ha accedido a documentacion que indique si las

recomendaciones de la organizacidn Panthera fueron implementadas ni conoce sobre el avance de la
implementacion y la efectividad de las medidas de mitigacién planteadas en el Plan Maestro.”

At this stage, the ICIM has not yet requested the information. The Project counts with quarterly
biodiversity monitoring reports (BEMP) that Management will be glad to share with the ICIM
when requested.

Footnote 55: “En su respuesta, la Administracion allegé un informe respecto del avance de medidas
relacionadas con el programa de PSA en la cola del embalse y del programa de buenas prdcticas de
agricultura exclusivamente.”

It also includes reforestation efforts (see Arboles entregados) —and all the indicators defined in the
ESAP/PAAS prior to commencement of filling of the Reservoir.

Paragraph 5.30: “Segun la documentacion aportada por los Solicitantes y de acuerdo a lo observado en
la mision de elegibilidad, el MICI entiende que las Laguna Lancaster, no hace parte de la zona de
expropiacion destinada a fines de conservacion”.

The Project has not expropriated any land for environmental/biodiversity conservation purpose.

Paragraph 5.31: “No se ha tenido acceso a estudios recientes que evalien si esta situacion ha contribuido
a generar contaminacion del agua, ni se conoce si se han establecido medidas destinadas a prevenir,
disminuir o eliminar dicha materia vegetal”.

At this stage, the ICIM has not yet requested the information. Management will be glad, when
requested by the ICIM, to share the monitoring reports and the actions undertaken by ICE to
control and remove floating materials in the reservoir, including water hyacinths.

Footnote 63: “Con los mismos, el Panel podra determinar de qué modo y por qué razén una
accién u omision del Banco pudiese haber resultado en el incumplimiento de las politicas
operativas en comento de ser asi el caso.”

Management understands that the objective of the compliance review phase is to investigate
allegations that the Bank has failed to comply with its ROP and has caused harm to the
requesters. The questions of the investigation should therefore focus on whether the Bank
complied with its ROP, and in case of non-compliance whether it caused harm

Paragraph 5.38: “En relacion a los requerimientos para la gestion de riesgos de desastre
establecidos en la OP-704:

o0 ¢Se han tomado medidas para asistir a la AE a reducir el riesgo derivado de una amenaza
natural y para gestionar un riesgo de desastre en este caso?”
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This question should be clarified. Such actions are not required under OP-704 if this specific
risk does not affect project viability and is unlikely to be exacerbated by the project

0” éSe llevd a cabo un andlisis de riesgos por amenazas naturales en la etapa de preparacion
del Proyecto, y se establecieron medidas de prevencion y mitigacion destinadas a reducir la
vulnerabilidad ante desastres conforme a lo establecido en la OP-704?"

If a specific risk is low, no further mitigation is required under OP-704. The question that the
investigation should address first is therefore whether the Bank adequately assessed this
specific risk as “low risk” under OP-704

Paragraph 5.29:
5.39 En relacion a los requerimientos establecidos en la OP-703:

o ¢Se evaluaron todos los potenciales impactos, directos e indirectos, del Proyecto y se
plantearon medidas de mitigacion adecuadas, de conformidad con los requisitos de la OP-703?

This question should be clarified. OP-703 does not require that all potential environmental
impacts be evaluated and mitigated, irrespective of their significance. Directive B.3 requires
that the significance of potential negative environmental impacts be considered in the
screening process. Contents of an EIA as defined in Annex 2 of OP-703 Guidelines recommend
that “emphasis be given to the quantification and mapping of all significant impacts”. Directive
B.5 requires that the ESMP include a presentation of “the key direct and indirect impacts and
risks”.

o ¢Se identificaron y manejaron otros factores de riesgo del Proyecto?

This question should be more specific on the other risk factors the investigation will focus on.
Question related to the natural disasters risks should be addressed under OP-704.

o ¢El Banco garantizo que el prestatario implementara la operacion en cumplimiento con la
legislacion del pais?

This question should be clarified. Directive B.2 does not require the Bank to guarantee that the
project is implemented in conformance with laws and regulations but “to require the borrower
for that operation to ensure that it is designed and carried out with environmental laws and
regulations of the country”.

o ¢El Banco ha supervisado el acatamiento de todos los requisitos de salvaguardia estipulados
para el Proyecto?
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This question should be clarified that as per OP-703, Directive B7, those are “all safeguards
requirements stipulated in the loan agreement and project operating or credit regulations”

o0 ¢Se han incorporado e implementado todas las medidas para evitar la degradacion de
habitats naturales criticos y situaciones de contaminacion derivadas del Proyecto?

This question should be reformulated to be aligned with requirements of Directives B.9 (no
significant conversion or degradation of critical natural habitats) and Directive B.11 (operations
will include measures to prevent, reduce or eliminate pollution emanating from their activities).

ENLACES ELECTRONICOS
A reference to the following documents should be included:
i) Reventazdn Hydroelectric Project - Stability Laguna Lancaster, Landslide Potential of Rio
Reventazdn Right Riverside, prepared by Georg Schultz — FICHTNER
ii) Proyecto Hidroeléctrico Reventazdn: Estudios Ambientales Adicionales Parte B: Estudio de
Calidad del Agua http://www.iadb.org/Document.cfm?id=36689437
iii) Proyecto Hidroeléctrico Reventazdn: Estudios Ambientales Adicionales Parte I: Emisiones de
Gases de Efecto Invernadero http://www.iadb.org/Document.cfm?id=36689431
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