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	Project sponsor and major shareholders of project company

	The project sponsor and operator of the Aguas Provinciales de Santa FE (APSF) concession is Suez-Lyonnaise des Eaux (SLDE). SLDE was formed in June 1997 from the merger of Compagnie de Suez, a large energy and financial services conglomerate, and Lyonnaise des Eaux, a leading international water company experienced in the design, construction and management of water and sewerage systems. Including subsidiaries and affiliates, SLDE operates about 2,000 concessions, serving 72 million potable water and 43 million sewerage service customers worldwide. 

Aguas Provinciales de Santa FE is owned by Suez-Lyonnaise des Eaux S.A. (51.69%), Aguas de Barcelona S.A. (10.89%), Interagua – Servicio Integral de Agua S.A. (14.92%), Banco de Galicia y Buenos Aires S.A. (12.5%) and Aguas Provinciales de Santa FE's employees (10%). 

	

	Total project cost and proposed IFC investment

	IFC's financing will be applied to an investment program that spand 1999 through 2003. The total amount to be invested by APSF over this period is US$150.7 million. IFC will finance US$55 million at this stage of which US$20 million is an A loan for IFC's own account, up to US$5 million in equity for IFC's account and US$30 million for the account of B loan participants. 

	

	Location of project and description of site 

	Aguas Provinciales de Santa Fé holds a concession granted by the province of Santa Fe for provision of Water & Sanitation services to 15 districts in this province. The investment program will finance works in all districts included in the concession. Given the provincial scope of the concession, services will be provided to a broad range of urban, suburban and rural areas throughout the province. 

	

	Description of company and purpose of project

	In August 1995, as a result of an international public tender, Aguas Provinciales de Santa Fé was awarded a 30-year concession to provide potable water and sewerage services to fifteen districts. The districts are scattered across the province of Santa Fe, Argentina, and include major cities such as Rosario and the provincial capital Santa Fe. The company provides potable water to about 1.8 million customers and sewerage services to 1.25 million customers. The company has to invest in assets in accordance with a detailed plan as set forth by the concession. 

The company's investment program requires total capital outlays of US$150.7 million. The focus of this plan is on water treatment facilities and supply network expansion (US$65.4 million), waste water collection network, treatment plants and equipment (US$56.8 million). Under this plan the company would install about 10,000 new water supply connections and 17,000 new sewer connections, of which the sewer connections have already been mostly completed during 1999. During 1999 the company completed construction of two wastewater treatment plants and rehabilitation of others. Furthermore, the company would improve supply systems in rural areas by drilling additional wells and improving drinking water quality for rural communities. The plans for future capital works are currently under discussion with the provincial authorities and are subject to change. 

IFC will finance this concession since long-term funding, of the tenor that is appropriate to the nature of this project, is currently unavailable in Argentina and in international capital markets. This is particularly so for a provincial concession that is exposed to full sub-sovereign risk. In addition, the instability in financial markets brought about by recent events in Brazil and other countries are compounded by uncertainty about Argentina's political future and have led to restricted credit in Argentina. Finally, the demonstration effect of a successful financing of a provincial concession could prove to be very important in the efforts to privatize and finance smaller utilities worldwide. 

The company's investment program will provide much needed Water & Sanitation infrastructure to the people of Santa Fe, in particular the extension of the supply and sewer networks are important as they are focused on the poorer neighboorhoods and rural towns of Santa Fe. These areas typically tend to have inhabitants of lesser resources and connecting to water and sanitation services is of prime importance for living conditions (a fact corroborated by public sector projects such as those implemented by the International Bank for Reconstruction and Development (IBRD or the World Bank) and the Inter-American Dvelopment Bank (IADB). Also, after many years of minimal investment in the system, the service levels to existing customer's had deteriorated and the current investments also aim at providing an acceptable service level to those already connected to the system. For example, it is estimated that around the city of Rosario about 200,000 people live in non-formal housing and a large percentage of them have minimal access to W&S services. In summary, APSF's investments will be used to continue connecting new customers and upgrading the service of existing users.

	

	Environmental and social issues - Category B

	
This is a Category B project according to IFC's Procedure for Environmental and Social Review of Projects, because a limited number of specific environmental and/or social impacts may result which, can be avoided or mitigated by adhering to generally recognized performance standards, guidelines or design criteria.
To view the environmental documents for this project, click here

	

	Location of environmental documents in locally affected community

	The ERS will be disclosed at the following locations in Argentina:

Rosario San Martín 1106 
San Martín 4379 
Mendoza 3579 
Avellaneda 650 Bis 
Warnes 1917 P.A. 
Av. Perón 4602
Santa Fe 1º de Mayo 2832

and it will aslo be distributed to several other representative offices of the company around the concession.

	

	To contact the project company, please write to: 

	Attn.: Mr. R. J. A. Dall'Aglio
Depto. de Relaciones Institucionales
Aguas Provinciales de Santa Fe
Salta 1451 P.A.
2000 Rosario 

	

	This Summary of Project Information is prepared and distributed to the public in advance of the IFC Board of Directors' consideration of the proposed transaction. Its purpose is to enhance the transparency of IFC's activities, and this document should not be construed as presuming the outcome of the Board decision.


Environmental Review Summary (ERS)

Project Name Argentina - Aguas Provinciales de Santa Fé 

Region Latin America and the Caribbean 

Sector Water and Wastewater Utilities 

Project No. 9815 


1. In December 1995, Aguas Provinciales de Santa Fé (APSF) was granted a 30-year concession for the provision of water distribution and sewage collection and treatment services in 15 districts in the Province of Santa Fé including the 2 larger cities of Santa Fé and Rosario. The 15 districts are scattered across the province with nearly 800 km between the northern and southernmost district. The main water sources for the concession are the River Paraná for eight of the fifteen districts and wells for the other seven. The concession area served by APSF is 132,400 square kilometers servicing 1.8 million inhabitants. 

2. The water and sewerage distribution and treatment system was suffering from severe lack of investment at the time of takeover by APSF. At this time, only 534,000 clients were being served with water and 311,000 with sewerage services; there was no coverage in many new urban areas and wastewater collection, in particular, was lacking. Wastewater treatment facilities were also either non-existent or non-operational and supply water was of dubious quality for lack of treatment and contamination of the well water. The capacity of the plants and networks had also declined and supply was either intermittent and/or lacked sufficient pressure. 

3. During the first four years of the concession, APSF's main objectives have been to increase connections to the water and sewerage systems, improve service availability to connected customers, and improve potable water quality through the construction of new supply wells. In addition, sewage disposal, in part, was addressed by the construction of several new wastewater treatment plants, with priority given to districts discharging to relatively small receiving waters (i.e., not the Paraná River). Extended piped water and sewage collection services were therefore provided to an additional 78,000 and 88,000 residents respectively.

4. As a result of these improvements, APSF has enhanced water and sanitation conditions for a significant percentage of the population in the Santa Fe Province. There has also been an improvement in local surface and ground water quality, a reduction in the potential transmission of water borne diseases, and better management and conservation of underground water aquifer resources in the area. APSF has also significantly increased the level of health and safety awareness and training for employees, as well as instituted a program for the restoration of the Province's historical buildings.

5. APSF reduced its workforce from 1600 employees to 967 in October 1999 after consultations and respective union agreement . Initially 180 people were re-assigned to other Government Departments, 300 took voluntary early retirement and a further 153 people through attrition. Those that took early retirement were paid the severance package required by Argentinian law, plus a 20% premium. APSF wages exceed local averages and benefits are better that other local employers. 

6. During the construction of the main trunk sewer in 1999, the Administrative Agency of the Port of Rosario (ENAPRO) relocated an illegal shantytown of 15 households located on port property during expansion operations. The resettlement was implemented by the Servicio Publico de Vivianda, a Municipal Department in co-ordination with ENAPRO. Project Affected Peoples (PAP's) were relocated to an apartment building as part of a Ministry of Housing (FONAVI) scheme. Although there appears to be some institutional capacity at provincial and state level to implement resettlement planning, how developed this capacity is or whether it is compliant with IFC policy is uncertain at this time. APSF has stated that no resettlement is proposed for their future expansion program.

7. This is a category B project according to IFC's environmental review procedure because impacts may result which can be avoided or mitigated by adhering to generally recognized performance standards, guidelines or design criteria. The key environmental issues associated with this project include:

Sewage discharges and regional surface water quality;
Company environmental management;
Potable water quality (including protection of surface water intakes from up-stream accidental spills);
Aquifer resource management;
Water and wastewater treatment sludge management;
Management of cultural property:
Employee health and safety; and
Public consultation and disclosure.

8. This project invokes OPN 11.03 Management of Cultural Property. Since 1998, APSF has been compiling an inventory of their cultural properties and assets. Many of the structures now in their possession include religious buildings, family estates and other socially prestigious properties. APSF has initiated several studies on the restoration of these cultural properties and intends to continue with this program. 

9. Overall, although IFC due diligence found APSF's general compliance with the Concession Contract, applicable Argentine regulations and World Bank Policies and Guidelines to be good, it uncovered a need for the preparation of a Corrective Action Plan (CAP) to ensure all impacts and compliance issues will be adequately addressed, particularly in light of any budget constraints posed by APSF's planned capital investment program. Recommendations made in the technical environmental audit prepared on behalf of APSF in April 2000, as well as additional IFC requirements should be incorporated into a detailed corrective action plan (CAP) for IFC approval prior to disbursement. The CAP should also indicate a timeline for implementation. Brief highlights of items to be included in the CAP are summarized in the paragraphs that follow. 

10. Environmental Management. The Company will create an organizational structure that lays out staff responsibilities for all EHS and social functions and describes how APSF will monitor development of new environmental requirements in Argentina over the period of the Concession. 

11. Sewage discharges and regional surface water quality. The principal environmental issue surrounding this project concerns the level and performance of the sewage treatment systems serving the 15 concession area cities. Eight cities have sewage treatment facilities, some of which perform poorly; the other seven are located at the Paraná River shore and discharge directly to the river without any form of treatment. APSF's proposed investment program includes making phased improvements to two of the eight treatment systems of the "Non-Parana" discharging cities (Reconquista in 2004, and Rufino by 2010). With these investments, as well as proper operation and maintenance of the remaining facilities, APSF should be able to substantially comply with both the effluent requirements of the Concession Contract and the World Bank Guidelines for these systems. The main exceptions being ammonia-nitrogen and fecal coliforms. The Concession Contract allows total coliforms in the discharges of 1000 MPN/100ml; the WB Guidelines allow only 400 MPN/100ml.

Appropriate programs for effluent water quality monitoring should also be put in place to meet Concession requirements.

12. No treatment is planned for the remaining seven city systems discharging to the Paraná River. Due to its size, the river appears to have the absorptive capacity to receive and dilute all current and future effluents (provided that outfalls are correctly designed and properly located), although no studies have been carried out to confirm this. As a result, APSF needs to conduct a study of the Paraná River water quality and pollution discharge adsorptive capacity in order to confirm that there are no adverse impacts to the river and public health. The study should also justify variance from the World Bank Guidelines requiring secondary effluent treatment for the seven cities located on the River or to recommend an appropriate level of treatment, if any, for the effluents involved. For example, the study might conclude that some form of preliminary or primary treatment of sewage would be needed for certain cities when effluent flows exceed a certain threshold. These studies will also be used to confirm that the project will not cause appreciable harm to other riparian states' water use, and, therefore, not invoke applicability of the World Bank International Waterways Policy. The Paraná River originates in Brazil and passes through Paraguay before flowing through Argentina, joining the Rio de la Plata north of Buenos Aires. Governmental arrangements between Argentina, Brazil, Bolivia, Uruguay and Paraguay have been signed in the Tratado de la Cuenca del Plata (April 1969). Article 1-b establishes the rational use of the water resources and the flow regulations for multiple and equitable use. The agreeement was amended in 1972 to take into account the possible development of hydroelectric projects that could affect the river flow. 

14. Potable Water Quality. Although APSF's performance with meeting potable water quality standards is good, they need to address the appropriate levels of treatment for certain substances, namely chloroform, arsenic, and nitrate in some of the systems. In addition, APSF should develop, install, and operate their own emergency response system to protect the Rosario raw water intake from accidental up-stream chemical releases. 

15. Aquifer Resources Management. Hydrological models of aquifer sustainability which are already being developed as a tool for the selection of the best sites for future water supply wells should include the towns of Casilda and Rufino. 

16. Demand Management. A program should also be developed to increase public awareness on issues of water conservation, to help reduce the high levels of water consumption in the Concession area.

17. Sludge Management. Although APSF is in the process of addressing its wastewater sludge disposal program, APSF should also include water treatment sludge disposal practices in this review. A program which meets an appropriate level of environmental treatment should be resolved and finalized. Additional feasibility studies of disposal options should be conducted, with consideration given to the level of chemical contaminants present in the various sludges generated.

18. Employee Health and Safety. APSF will undertake a review of its health and safety procedures, including procedures for control of subcontractors. A plan will be prepared on how the Company intends to reduce accident rates.

19. Public Consultation and Disclosure. Currently APSF perform EIA on a sub-project basis, however, stakeholder consultation is not included as a part of this process. The EIA is submitted to the municipal authorities, however, and APSF publishes a notification in local newspapers informing the general public that further information is available through the municipal authority. APSF does have frequent but informal contact, with many neighborhood organizations, to communicate actions being taking to minimize health impacts as a consequence of their operations. A Public Consultation and Disclosure Plan (PCDP) will be developed as part of compliance with the Argentine EIA process for major projects with potential environmental impacts. Consultation and disclosure will then be completed on a project by project basis as part of an EIA. A key element of this consultation will be the dissemination of information on necessary land acquisition, including (as necessary) the timing of any resettlement and compensation measures. The PCDP should also include how consultation will address local concerns about construction impacts and establish a grievance procedure.

20. Accordingly, IFC concludes that the proposed project will meet the applicable World Bank/IFC environmental and social policies and the environmental, health and safety guidelines and Argentine requirements upon successful implementation of the measures listed in the technical audit as well as the Corrective Action Plan.

21. IFC will further evaluate the project's compliance with applicable environmental and social requirements during the lifetime of the project by:

Reviewing the annual monitoring reports (AMR's) prepared for the project by APSF covering: (i) the status of implementation of any measures contained in the Corrective Action Plan; and (ii) ongoing performance of project-specific environmental, health and safety activities as reflected in the results of periodic and quantitative sampling and measuring programs; and
Conducting periodic site supervision visits.

