The Ingpection Pandl
1818 H Street, N.W.
Washington, D.C. 20433
USA

REQUEST FOR AN INSPECTION PANEL ON THE MINING DEVELOPMENT AND
ENVIRONMENTAL CONTROL TECHNICAL ASSISTANCE PROJECT (PRODEMINCA)

Dear Sirs.

We, the undersggned, Cecilia Alvarez and Carlos Zorilla, Presdent and Vice President of
Defensa y Conserviacion Ecoldgica de Intag (DECOIN), and others, al residents and/or
representatives of socia organizations in the Intag Zone, Province of Imbabura, Ecuador, submit
the following complaint, substantiated by the documents we enclose with this letter:

That the Bank is financing implementation of the Mining Development and Environmental
Control Technica Assstance Project (PRODEMINCA), the main purpose of which is to support
the development of the mining industry in Ecuador (further details are to be found in the
attachments).

We condder that:

l. The PRODEMINCA project threstens our fundamenta right to engage in farming and
anima husbandry, the principa economic activity in the area. 1t will have a negative impact on our
security and on our conditutiona right to live in an ecologicaly baanced and pollution free
environmen.

1. The PRODEMINCA project also threstens several protected nature reserves (critical
natural habitats) that protect our sources of drinking water and guarantee us a stable and varied
climate. The protected areas affected include the Cotacachi-Cayapas Ecologica Reserve, one of
the most biodiverse protected aress in the world. These areas protect the last remnants of
Ecuador's Western Forest and dozens of species in danger of extinction. They are recognized
throughout the world as being among the forests that contain the grestest biodiversity and are most
threatened by deforestation, and are one of ecologist Norman Meyers "biodiversity hotspots.”

[1l.  Aswe indicate in the atached documents, we have verified a series of violaions of World
Bank standards and guiddines, particularly with respect to protection of natural habitats and critical
natural habitats, as well as serious and inexcusable deficiencies in the Environmenta Assessment.
The EA was drawn up without the participation of the communities and NGOs involved and
without taking their opinions into account. Not did it include andyses or plans for nitigating
potentil impacts on protected nature reserves, private reserves, endangered species, or
communities living in areas affected by the project.
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IV.  To safeguard our rights and environment, we request that the information gathered in any
protected area, public or private, including its buffer zones, and areas in which conflicts have arisen
between communities and mining companies, not be made public.

We congder, therefore, that the above-mentioned omissons, which run counter to Bank
policy, have aready harmed and may further curtail our rights and interests, as described above,
and we request that the Pandl recommend to the Board of Directors of the Bank that it conduct an
investigation into this matter in order to solve the problem.

As recommended in your Bank Procedures, this is a résumé of our request for an
Inspection. A more extensive statement of our demand is enclosed and we would be prepared to

supply further information upon request.

Contact Address: DECOIN (Defensa y Conservacion Ecol égica de Intag)
CASILLA 144
OTAVALO, IMBABURA
ECUADOR
Te/fax: (5936) 648593
E-mail: decoin@hoy.net
Sincerdly,
Sgnatures of:
CeciliaAlvarez, Carlos Zorrilla
President, DECOIN Vice President, DECOIN
Sivia Quilumbago Luis Robdino
Secretary, DECOIN DECOIN
Edgar Cabascango Jose Cueva
Presdent Asociacion de Caficultores“ RIO INTAG”

Asociacion de Caficultores “ RIO INTAG”

Jorge Pereira
Asociacion de Caficultores “ RIO INTAG”

Edmundo Varda
DECOIN

Guido Cousn
Asociacion de Caficultores“ RIO INTAG”

Sonia Dillmann
DECOIN
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ADDRESSES OF ORGANIZATIONS REQUESTING A PANEL INSPECTION

DEFENSA Y CONSERVACION ECOLOGICA DE INTAG (DECOIN)

Caslla144
Otavalo, Imbabura
ECUADOR
Tel./Fax: (5936) 648 593
E-mail: decoin@hoy.net

ASOCIACION DE CAFICULTORES ORGANICOS" RIOINTAG" (AACRI)
Apuda, Cotacachi

ECUADOR
Tel. (5936) 648 557



We, Cecilia Alvarez and Carlos Zorilla, Presdent and Vice Presdent of Defensa 'y
Conservacién Ecoldgica (DECOIN), and others who signed the foregoing document, who are al
resdents of the Intag Zone, Province of Imbabura, Ecuador (see map of the area in Annex 1),
hereby request an ingpection of the Mining Development and Environmental Control Technica
Assigtance Project (PRODEMINCA), for the following reasons:

1. The World Bank is providing financing for the Mining Development and Environmental
Control Technical Assstance Project (PRODEMINCA), a project under way in Ecuador since
1994 and origindly due to close in January 2000, a date that has now been postponed. The
principal objectives of this project are:

A.

To étract new private mining investment by supporting the systematic development
of mining and development of the mining industry in Ecuador.

To promote and increase environmentally sound minera production.

To arest mining-related environmenta degradation resulting from the use of primitive
and inadequate technology by informa miners.

The main components of the project are:

(@  Compilation of geoinformation, including the development of themaic maps
highlighting potential mining didtricts, and based on prospecting activities (collection
of river sediment samples and rocks to be tested for the presence of 36 chemica
eements). Thisis the best-funded of the project components.

(b)  Support for a change in Ecuador's mining policy, through amendments to the mining
law and srengthening of governmental mining entities.

Thus, the project seeks to:

(1) Promote smdl and large-scde mining in Ecuador;

(20 Compile geologica datato facilitate the development of indudtrid-scde mining;

(3)  Introduce and dissaminate environmentally less harmful technology;

(4) Privatize mining, by inducing the State to give up its current role in minerd
production;

(5) Devise a monitoring program to identify and measure the extent of the impact of

mining on communities and the environment.

In practice, PRODEMINCA is carrying out minerds prospecting activities by conducting
surveys of mining potentid in different parts of the country. Although, in principle, prospecting is a
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necessary part of this branch of industry, it will pose a serious threet to the critica natura habitatsin
which we live, including one protected area. Were the mining information regarding these areas to
be disseminated, it would cregte pressure from both mining companies and informa miners, which
the authorities, given the environmenta protection mechaniams a their disposd, would have
difficulty ressting, particularly in public and private protected aress.

2. The World Bank has adopted the following policies on natura areas, anong others:

(A)  Paragraph four of the World Bank’s operationa policies on naturd areas (OP, 4.04) dtates.
"The Bark does not support projects that, in the Bank's opinion, involve the sgnificant
converson or degradation of critica natural habitats" According to the definition given in
OP 4.04, Annex A: "Natura habitats are land and water areas where:

(i)  the ecosysems hiologicd communities are formed largely by nétive plant and animal
Species; and
(i) human activity has not essentidly modified the area's primary ecologica functions.”

Critica natural areas are existing protected aress, aress officidly proposed for protected
status by governments (reserves that meet the specifications of World Conservation Union, IUCN,
classfication), areas initidly recognized by loca communities as protected (sacred forests), and
places determined (by government environmenta assessment) to be essentid for the viability of
these protected aress.

Degradation is defined as modification of a critical habitat or of a natural habitat which
subgtantialy reduces the possibility of that habitat’s being ale to sustain a viable population of its
native species.

3. Dissemination of information compiled and systematized by the PRODEMINCA project on
the natura and protected areas in our surroundings will serioudy threaten their stability. Our
interests as organizations concerned with both the environment and sustainable agriculturd
development are to conserve the forests and biodiversity that till exi<, to avoid overdl degradation
of the environment, including pollution of our rivers and drinking water sources, and to safeguard
the quality of that resource. We dso support sustainable development projects, in particular in
agriculture, animal husbandry and ecologicad tourism, and we are concerned to safeguard public
safety and communa peace. The areas we refer to are:

()] The El Chocd ecosystemn or northwestern forests of Ecuador, which according to the
wedl-known biologist Norman Myers congtitute one of the world' s eight "hotspots;”

(i)  The Cotacachi-Cayapas Ecologicd Reserve and its buffer zones (see map of the
aeain Annex 1).

(i)  Legdly protected protecting forests (see Annex 1).

To subgtantiate this item, we enclose documents issued by the World Conservation Union
(IUCN), the Ecuadorian Ecological Studies Foundation (ECOCIENCIA), and a paper by Dr.
Edward O. Wilson of the Museum of Comparative Zoology, which aso underscore the importance
of these two naturd areas. (Annexes 2, 3, and 4)



-6-

The PRODEMINCA project has announced on its web page that it will make available a
compact disc (CD-ROM) containing computerized data on minera resources al dong the western
dopes of the Ecuadorian Andes, where the aforementioned areas are located. As soon as mining
companies or even informa miners obtain this information, the Government will be subject to
intense pressure to open up those areas as mining concessons. Alterndively, as has happened in
other places, such areas will smply be invaded, and then the policy adopted will be to treet the
Stuation as a fait accompli. Also to be taken into account is the potentid impact if the Government
did authorize mining activities or if invasons Smply occurred, whether by miners or others (usualy
both types of invason occur smultaneoudy). Moreover, it should be pointed out that even in the
prospecting phase of the PRODEMINCA project damage has adready been done to the areas
mentioned by paths being opened up for the personnel engaged in prospecting and then being used
by people who have nothing to do with the project as access routes to the Cotacachi-Cayapas
Ecologica Reserve,

These protected areas and thelir buffer zones provide a number of very important
environmental goods and services for the inhabitants. Hundreds of rivers and streams have thar
source in these areas and the forests protect the water for human use and farming.  The natura
forests in these areas play an essentid part in regulaing the climate and providing enough humidity
and rain for farming and anima husbandry, the principa economic activitiesin our area. Moreover,
as we pointed out above, the forests native to this region are extraordinary examples of biodiversity
and protect dozens of endangered species (see Annex 2). This makes them gpt for sustainable
forms of ecotourism, an activity of increasing importance in our area and one supported by the
Ecuadorian Government precisely becauseit is sustainable.

4, In light of the above, we consder that the Bank has transgressed its own policies and
proceduresin the following ways:

l. The operationd policy that "the Bank does not support projects that, in the Bank's
opinion, involve the significant conversion or degradation of critica naturd habitets'
has been disregarded in the execution of this project, because it is evident that the
activity PRODEMINCA tends to encourage is one that will sgnificantly dter the
areas we have mentioned;

1. Another policy adopted by the World Bank and recognized by the internationd
community is to consult and bear in mind the views of affected groups and loca
NGOs on the carrying out and implementation of a project, and above dl in the
preparation of Environmental Assessments. It is dso Bank policy to keep loca
communities dearly and sufficiently informed regarding the significance and scope of
the project being executed. However, in this case, that procedure was reduced to an
occasond meseting with an isolated, non-representative local group. There was no
contact with local organizations or authorities, not even with other public and private
coordinatory bodies such as the Coordinating Unit for Sugtainable Forest
Management in the Province of Esmerddas [Unidad Coordinadora para €
Manejo Forestal Sustentable de la Provincia de Esmeraldas], which comprises
representatives of the Minisry of the Environment, community organizations,
environmenta groups, and producer organizations, and which covers the buffer zone
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area around the Cotacachi-Cayagpas Ecological Reserve. This omisson has been
admitted on severa occasions by PRODEMINCA and World Bank representatives,
who agree that the information and consultation process was not well handled.

[The Bank has also transgressed] Ecuadorian laws by fostering activities prohibited
by domedtic law. Article 199 of the Generd Regulations issued pursuant to the
Wildlife, Natura Resources and Forest Law, for instance, states that "mining is not
one of the activities permitted in the Staté's Naturd Areas System.” [Similar rulings
areto befound in] Article 5 and Chapter 111 (Articles 74-78) of the Forest Law, and
in Artide 87 of the Mining Law, which specifies "The Sate shdl not foster mining
activities in Protected Aress”" Article 18 of the same Law defines progpecting as
"collection of river sediment and rock samples to test for minerd traces” Thus the
project clearly transgresses paragraph 14 of the World Bank's OD 4.01, which
dates that both the Borrower and the Bank should use common sense when gpplying
EA procedures, in order to ensure that project design and execution are satisfactory
from every point of view, both environmental and economic, and that they conform
to the laws, policies, and procedures of the borrower.

The project referred to here was described as Category A (according to Mr.
Gotthard Waser, aWorld Bank mining specidist, and Rilar Larreamendy, the World
Bank's representative in Ecuador a the meeting held on November 12, 1999 in
Cotacachi, severa months after PRODEMINCA activities had got underway in the
aeq). Caegory A means tha a project has dgnificant environmenta impact and
therefore requires a rigorous environmental assessment (see OP 4.01 Annex B).
This requirement is dl the more crucid given the ecologicaly sendtive nature of the
areas we refer to. In the course of its anayses, the PRODEMINCA project
neglected severd points:

It failed to consult locd communities and NGOs, as well as regiona authorities
and coordination entities.

It failed to consder endangered ecosystems.

It neglected to take into account the inditutiond inability of mining enterprises to
protect the areas from possible invasions.

It failed to take into account the possible impact of divulging the informeation
contained in the minerd maps.

Furthermore, it is important to point out that the information obtainable from the
Environmentad Assessment did not include research into or data on the impact on
ecosystems in northwestern Ecuador, but focused rather on the south, on totally
different ecosysems, and moslly on the sudy of the impact on atisan mining
activities.
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V. Itisour view that the Bank has not monitored the PRODEMINCA project carefully
enough, and that lack of control and surveillance has done harm to the parties
involved (OD 13.05).

5. For the above reasons, we, the undersigned representatives of Defensa y Conservacion
Ecolégica de Intag (DECOIN) and Asociacion de Caficultores “ Rio Intag” (ACCRI), firmly
believe that our rights and interests have been harmed by the faillure of PRODEMINCA and World
Bank gaff to implement the policies of the very inditution financing them.

DECOIN is an environmentdist organization based in the Intag area.  Its members are
inhabitants of the area engaged in environmental protection activities, the promotion of sustainable
activities such as agriculture and community-based ecologica tourism, biologica research,
reforestation using native species, and the creation of communa forests, and other related activities.

Because of its recognized role in defending the environment, DECOIN is a leading member
of the Nationd Coordinating Office of CEDENMA (Ecuadorian Committee for the Defense of
Nature and the Environment), a nationd organization representing over 80 environmentd
organizations throughout the country.

Apart from the fallure to comply with the World Bank's own policies, there are a number of
additiona potentid impacts should PRODEMINCA decide to divulge mining data on the area in
question, which would further ham our rights and interets. The mining activity that
PRODEMINCA fogters will bring about mgor changes in our naturd and socioeconomic
environment, incdluding such specific instances of damage as:

l. A decrease in the farming, livestock, and ecotourism potentid which condtitutes a
major source of income in the region;

[I.  Adverse impacts on the socid landscape, owing to the irruption of settlers,
mineworkers, and informa miners, and the resulting appearance of socid problems
such as progtitution, dcoholism, delinquency, etc., so far nonexistent in the areg;

I11.  Pollution of water sources.

IV. Dedtruction of critical areas of the overadl ecosystem, with the consequent reduction
or disgppearance of biodiversty and of species that are of useto local communities.

V. Downgrading of the legal and adminitrative concept of "Protected Area," because
now that PRODEMINCA has entered the Cotacachi-Cayapas reserve in order to
cary out activities amed a promoting mining and has cut paths to facilitate this
entry, loca people have begun to assume that the protected areas are good for
productive activities. The damage done could spread to other areas of the country.

VI.  From the legd standpoint, PRODEMINCA'S explicit intention to develop mining
even in protected and ecologicaly criticd areas contravenes the Conditution,
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gpecificaly its Article 86, which specifiesthat "The State shdll protect the right of the
populetion to live in a hedthy and ecologicaly baanced environment guaranteeing
sugtainable development. It shal take care to ensure that this right is not curtailed
and shall guarantee nature conservation .”

The following are declared to be in the public interest and to be subject to regulation in
accordance with the law:

1. Presarvadion of the environment, conservation of ecosystems, biodiversty, and the
integrity of the nation's genetic heritage.

2. Prevention of pollution, rehabilitation of environmentdly degraded naturd aress,
sustainable management of natura resources, and whatever reguirements are needed to
ensure that public and private activities pursue these ends.

3. Creation of a nationa protected naturd areas system to safeguard biodiversty and the
maintenance of ecological sarvices, in accordance with international agreements and
treaties.

In declaring that "preservation of the environment, conservation of ecosystems, biodiversty,
and the integrity of the nation's genetic heritage” and the "creation of a nationa protected natural
aress system to safeguard biodiversity and the maintenance of ecologica services' are in the public
interest, the authorities are expresdy providing for the oversight of protected areas and critica
ecosysems.  This means that activities which degrade those areas, such as mining, should not be
dlowed there. Were PRODEMINCA to pave the way for mining activities in such aress, it would
be contravening and weskening Ecuador's Condtitution and environmenta legidation, and impairing
itsjudicid safeguards.

6. Without exception, the actions and omissions refered to have been those of
PRODEMINCA and the World Bank. We, for our part, have made a number of overtures to
those responsible for implementation of this project in hopes of convincing them to go about their
work in away that does not harm our interests.

7. To that end, we have had the following meetings with World Bank and PRODEMINCA
gaff:

1. Mesting in the office of the Ecuadorian Committee for the Defense of Nature and the
Ervironment (CEDENMA) on Thursday, October 14, 1999, with the participation of:
Mr. Antonio Bermeo, Director of PRODEMINCA; Mr. John Aspin, of the British
Geologicd Survey; Ms. Inés Mencias, on behdf of the United Nations, Mr. Gotthard
Waser of the World Bank; Mr. Vicente Pdlit, Chairman of CEDENMA; Mr. Carlos
Zorrilla and Mr. Luis Robaino of DECOIN; Mr. José D'Coux of the Tropica Forest
Research Center (CIBT); and Dr. Byron Red, an atorney for the Defense of Life
Corporation (CORDAVI). At this meeting, environmentalist organizations and locd
communities expressed their concerns regarding the PRODEMINCA project. It was
suggested that one way to avoid mining problems in the protected areas would be to
refrain from publicizing information on those areas, leaving blank paces on the maps,
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CD-ROMSs, and other materidls PRODEMINCA is scheduled to disseminate.

. Mesting at the Colon Hilton Hotel on Novemnber 4, 1999, with the participation of: Mr.

Gotthard Waser, representing the World Bank; Messs Carlos Zorilla and Luis
Robaino and Ms. Sonia Dillmann of DECOIN; Dr. Byron Red of CORDAVI; and Mr.
José D'Coux of CIBT. At that meeting, Mr. Walser promised to make available the
environmentd assessment and  other  petinent  information  regarding  the
PRODEMINCA project. That promise was only partly kept, because the study
referred to was not sent in the appropriate form (it was transmitted via emall in an
unusua format which meant that the materid could not be recovered).

. Mesting in Cotacachi on November 12, 1999, with the participation of Gotthard

Wdsar, Mining Specidis, World Bank; Pilar Lareamendi, the World Bank
representative in Ecuador; Ms. R. Kunanayagam, of the World Bank; Mr. Antonio
Bermeo, Executive Director of PRODEMINCA; Messs. Edmundo Vaea, José
Cueva and Calos Zorrilla and Mmes. Cecilia Alvarez and Sonia Dillmann  of
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DECOIN; and Mr. Alfonso Romén of Accion Ecoldgica. At this meeting, Mr. Walser
was handed a document containing our request not to divulge the information gathered
by PRODEMINCA, together with asummary of the previous meetings (Annex 5).

Apart from these meetings, we have repeatedly asked Ms. Larreamendi and especidly Mr.
Wadser (Annexes 6, 7, 8, and 9) for a copy of the project environmental impact sudy (EA).
Nevertheless, two months after our first request, we have received only a copy of part of that
document containing no informeation at al on our region.

At these meetings, we have indsted on pointing out the omissons dtributable to
PRODEMINCA, and on our request that mining data on the areas referred to, and in generd on
protected areas anywhere in Ecuador, not gppear on ether the map or the CD-ROM to be
digributed. Despite these efforts, we have not yet discerned a clear response by ether
PRODEMINCA or the World Bank in the sense of a readiness to reach agreement, and we
certainly have not received any communicetion in this respect.

8. For dl the above reasons, we consder that the replies to our numerous requests for
documents such as the EA (environmentad impact study) have been totaly unsatisfactory. Instead
of recelving prompt and complete information from the above-mentioned officids, particularly Mr.
Wadser, we have received only partid and inadequate information.

0. Apart from the actions described above, we have taken the following steps toward solving
our problem:

(i) We are denouncing, in Ecuador and abroad, the threat posed by fostering mining
activities in Ecuador's protected aress, their buffer zones, and forests in Intag and
north-west Ecuador, together with the part played by World Bank financing in this
threat (Annexes 10 and1l).

(ii) We have derted government bodies (the Ministry of the Environment) and
nongovernmenta organizations in Ecuador to the illegd and harmful aspects of the
PRODEMINCA mining project (Annex 12).

On the basis of the above considerations and reflections, we hereby request an Inspection
Panel on PRODEMINCA, in order to verify the omissions we have pointed out and to analyze the
adverse effects they will have on our interests. Once that process has concluded, we request that
PRODEMINCA objectives be reformulated, in the sense that support not be available for mining
activities in ether critica naturd areas or protected aress, and that mining information on those
areas therefore not be disseminated.

We would be happy to provide any further information and/or details upon request.
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Intag, December 6, 1999
[Signatures of interested parties are gppended to the first part of the document.]

Pesase note the following address/telephone particulars:

DECOIN AACRI
CasllaPosta 144 Apuela, Cotacachi
Otavao, Ecuador Imbabura, Ecuador
Fax: (5936) 648593 Te: (5936) 648557

E-mail: decoin@hoy.net



