ENVI RONMENTAL MANAGEMENT OF THE MATANZA- RI ACHUELO RI VER BASI N

BORRONER AND
GUARANTOR:

EXECUTI NG AGENCY:

AMOUNT AND SOURCE:

FI NANCI AL TERVS
AND CONDI T1 ONS:

CBJECTI VES:

DESCRI PTI ON:

(AR- 0136)

EXECUTI VE SUMVARY

The Argentine Nation

Comité FEjecutor del Plan de Gestidén Anbiental vy
Manej o de | a Cuenca Hidrica Matanza-Ri achuel o (CEMR)

IDB (OO : US$250 million
Local counterpart funding: US$250 million
Tot al : US$500 million
Anortization Period: 20 years

Di sbur senent peri od: 5 years

I nterest Rate: vari abl e

I nspection and Supervision: 1 %

Credit Fee: 0. 75%
Currency: uss

The programis objective is to inprove managenent of
the Matanza-Riachuelo Basin's natural resour ces
through coordination of environnmentally related
actions.

The program will finance the following four sub-
pr ogr ans: (i) i ndustri al pol I uti on control;
(ii) flood control wor ks; (i) solid wast e

managenent; and (iv) urban rehabilitation.

1. Industrial pollution control (US$51.68 million)

The sub-program will: (i) develop effluent control
progranms for the basin's 65 |l argest industries (which
account for nore than 80% of industrial discharges);

(ii) inventory, license, and nonitor 1000 industries
in the basin (which represent about 10% of industrial
di schar ges) ; (iii) strengthen the institutional

capacity of the Province's Secretaria de Medio
Anbiente and the Minicipality's Sub-Secretaria de
Medi o Anbi ent e to enforce conpl i ance with
environnmental legislation; (iv) finance studies to
devel op a private concession to construct and manage
a hazardous industrial waste facility in the basin;
(v) finance an early warning systemfor technol ogi cal
di sasters and fl ooding as well as a systemto neasure
water quality; and (vi) clean banks and renove



EXECUTI ON:

THE BANK' S COUNTRY
AND SECTOR
STRATEGY:

abandoned boats and vehicles fromthe river.

2. Flood control and dr ai nage wor ks

(US$343.89 mi | lion)

This sub-program will finance nmacro drainage works
including dikes and punping stations along the
Mat anza- Ri achuelo rivers and its tributaries and
mcro drainage works including pipe networks and
drain inlets. The Basin's Master Pl an, devel oped for
this program identifies 38 sub-basins where drai nage

i s inadequate. Maj or works will be constructed in
nine of the highest priority areas. A resettl ement
program wll also be financed for 37 famlies

resi di ng where drai nage works will be constructed.

3. Solid waste nmanagenent (US$4.99 nillion)

This sub-programwll: (i) devel op a managenent pl an
for donmestic solid waste final disposal in the basin,
(ii) convert four illegal dunp sites to sanitary

landfills; and (iii) and convert a fifth dunp site to
a public use space.

4. Uban rehabilitation (US$18.40 mllion)

This sub-program will: (i) develop and inplenent a
land use plan for the basin; (ii) develop a basin
road infrastructure plan; and (iii) finance the
rehabilitation of key public spaces.

Responsibility for overall coordination of the Bank

financed program wll rest wth the CEMR The
national level Secretaria de Recursos Naturales vy
Anbi ente Humano will continue to serve as the CEMR s

Chairperson with the Mnistro de Cbras y Servicios
Publicos of the Province of Buenos aires and the
Secretaria de Producci6on 'y Servicios of the
Muni ci pality of Buenos Aires as menbers. Budget ary
resources for operation of the CEMR will continue to
be provided by the Federal Governnent. The CEMR s
highly trained staff of twenty one professionals wll
coordi nate the day-to-day execution of the Program

The program fits within the overall strategy as set
forth in the Country Paper. The paper states that
the Bank wll support  "conprehensive watershed
managenent” as well as the "strengthening of
institutions enforcing environnental regulations.”
By supporting the devel opnment of a permanent basin
| evel committee and an integrated set of programs to
i nprove the Basin's environnent, the Bank is directly
supporting a conprehensive watershed managenent
approach. Providing technical assistance to the two
local entities charged with environnental pollution
contr ol directly contributes to enforcing of
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envi ronnent al regul ations.

The Environmental Managenment Conmittee classified
this as a category IIl operation on February 21,
1995. The Environnental |npact Assessment was nade
available to the public on July 24, 1997. The
Envi ronnmental Summary was approved by the Committee
on  Environnent al and Soci al | mpact (CESI) on
Sept enber 19, 1997, and sent to the PIC on
Sept enber 26, 1997 (see ? 5.5).

The Program will have a significant effect on the
environment for those 3 mllion people residing in
the Basin. By providing a critical nass of drainage

and flood control works, the program wll largely
resolve the flooding problemin the nost flood prone
areas greatly enhancing the quality of life of

residents of these areas. Industrial effluents wll
be reduced with inprovenent in water quality, |and

use wll be inproved, real state values wll
i ncrease, and key public spaces upgraded. Finally
with the CEMR s broader mandate and |arger staff and
budget, it wll continue to play an increasingly

active role in coordinating inter-jurisdictional
actions to manage of the basin.

The program has two principal risks. First, the
program with its four subprogranms, requires strong
inter-jurisdictional coordination (ie. between the
Provi nce of Buenos Aires and the Miunicipality of the
Cty of Buenos Aires) to ensure that all of the
activities nove forward and the programis inpact is
maxi m zed. This has sl owed preparation of the program
and will likely contribute to delays in execution.
The presence of a strong CEMR to coordi nate execution
of the program (the CEMR s strength as denonstrated
by its performance over the past year which has
i nproved dramatically), however, should enhance the
i kelihood of the programis success.

A second risk has been Argentina' s poor performance
in Bank and ot her donor pr ogr ans requiring
enf or cenment of i ndustri al pol I uti on control
| egislation (see Chapter 11). Li nki ng di sbur senment s
to industrial pollution control targets as proposed
would provide a strong incentive to achieve those
targets although it could carry the risk of slow ng
the pace of execution in the event of delays in this
sub- program

Prior to first disbursenent the contract will require
the foll ow ng:

Signed agreenents between the programis executing
agency and the co-executors establishing mechanisns



for coordination and transfer of funds for future
operati on and mai ntenance of works, and for assum ng
obligations as outlined in the |oan contract.

O her special conditions to be included in the
contract are:

a. During year one of the program: evi dence that
agreenent has been reached wth the appropriate
envi ronment al authority and 15 of the major
i ndustries to control their industrial discharges.
Once this target is reached 40% of | oan resources can
be conmmitted for flood control and drai nage worKks.

b. During year two of the program: evidence that
agreenent has been reached wth the appropriate
environmental authority and an additional 15 (for a
total of 30) of the major industries to control their
i ndustrial discharges. Meeting this target is a
condition to the next 20% of |oan commitnents for
flood control and drainage works (for a total of 60%
conmitted).

c. During year three of the program: evidence that
agreenent has been reached wth the appropriate

envi ronment al authority and an additional 15
i ndustries (for a total of 45) to control their
i ndustrial discharges. Meeting this target is a

condition to the next 10% of loan commtnents for
flood control and drainage works (for a total of 70%
conmitted).

d. During year four of the program: evi dence t hat
agreenent has been reached wth the appropriate
envi ronment al authority and t he remai ni ng
20 industries (for a total of 65) to control their
i ndustrial discharges. Meeting of this target is a
condition for the remaining 30% of |oan conmtnents
for flood control and drai nage worKks.

e. Publicity for the industrial pollution control
plan: the borrower will w dely dissemne the results
of the Industrial Pollution Control Plan including
annual publication of the names of the industries
conplying with environmental |egislation.

f. Permanent Basin conmittee: the borrower wll
provide the financial resources necessary for the
CEMR to continue functioning as a basin |evel
authority for the duration of the effectiveness of
the | oan contract.

g. Legal possession of |and: prior to bidding for
i ndi vidual works, the executing agency nust pr ovide
evidence that they have |egal possession of |and
where works will be constructed.




PREVI QUS EXPENSES:

POVERTY TARCETI NG

h. Mtigating environnental inpacts: t he borrower
wi Il include in bidding docunents the requirenent

that the contractor proposal include nethods to
mtigate the environnental inpact of executing works
as outlined in the Environnental |npact Assessnent.

i. Prior to bidding for each sanitary landfill : for
landfills in General Las Heras, Canuel as, and Marcos
Paz, the borrower wll present the signed agreenent

with each nunicipality under which they agree to
implenent a plan for solid waste managenent as well
as to maintain and operate the landfills. For the
landfill in Lomas de Zampbra, an agreenment with the
municipality in which it agrees to utilize the
rehabilitated site as a green space.

j- Prior to bi ddi ng for wor ks in ur ban

rehabilitation: signed agreenments will be required
with the respective nunicipalities under which they
agree to operate and maintain public spaces.

k. Re-evaluation of affected properties: within
12 months of conpletion of the first drai nage works
the Province and Minicipality of Buenos Aires wll

submit, plans for inproving property tax collection

in the zone of the program The plans will include a
timetable for inplenmentation. The Borrower's annual
reports wil | i ncl ude i nf ormati on of t he

i npl enentation of these plans.

l. Land use pl anning: the borrower agrees that
recommendati ons of the |land use plan will be executed
by year four of the Program

m Resettl enent: 60 days prior to initiating works
where resettlenent is required, evi dence that
resettl enent has taken pl ace.

It is recommended that up to US$47 mllion in
previ ous expenses be recogni zed as | ocal counterpart.
This request includes US$31 million for a main
drainage line in the WMatanza sub-basin now under
construction and US$16 mllion in studies and
activities for preparation of this program The Bank
has reviewed the procedures and agrees to this
request.

Since only 27%of its resources will directly benefit
| ow i ncone groups, this program cannot be categorized
as poverty targeted either geographically or towards
low incone groups per the guidelines set forth in
AB- 1704.

EXCEPTI ONS TO BANK N A

PCLI CY:



PROCUREMENT OF International public bidding will be required for
G00D AND SERVICES: works with a value of over US$5 nillion and for goods
and services with a val ue of over US$350, 000.



