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Report of IFC and EBRD
MULTI-STAKEHOLDER FORUM (MSF) MEETINGS
on the
Baku-Tbilisi-Ceyhan Oil Pipeline and ACG Phase 1 Projects

Azerbaijan, Georgia, and Turkey
August and September 2003

Introduction

The International Finance Corporation (IFC), the private sector investment arm of
the World Bank Group, and the European Bank for Reconstruction and
Development (EBRD) have been asked to consider financing the Baku-Thbilisi-
Ceyhan oil pipeline project and the ACG Phase 1 QOil development project. And
the EBRD has been asked to consider financing the Shah Deniz gas fields and
South Caucasus Pipeline (SCP) projects. The BTC pipeline will run
approximately 1,760 km from the Sangachal terminal near Baku on the coast of
the Caspian Sea in Azerbaijan, through Georgia to a terminal at Ceyhan on the
Mediterranean coast of Turkey. The SCP will parallel BTC through Azerbaijan
and Georgia to the Turkish border, where it will connect to an existing pipeline.

In preparation for going to their respective Boards with recommendations on
providing funding for these loans, IFC and EBRD jointly convened six multi-
stakeholder meetings or fora (MSFs) — two in each of the three affected
countries. This report will describe the overall strategy, design and planning
process for the meetings; the logistical arrangements that were made in each
country in preparation for the meetings; as well as the dialogue and interaction
among the stakeholders (including IFC, EBRD and BTC) at the specific
meetings.

Planning for the Meetings

CDR Associates, a non-affiliated third party organization, led the MSF planning
process, providing both organization and facilitation services. CDR staff met with
the IFC and EBRD in mid-June, 2003 in London to discuss the principles and
objectives for the MSF process. There was general agreement among all the
parties that these meetings were intended to provide the International Finance
Institutions (IFIs) access to local communities affected by the pipeline and to
allow verification of opinions of local people. The meetings were designed as an
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important part of the 120-day disclosure period, which began on June 16, 2003
with the publication of BTC Co.’s Environmental and Social Impact Assessment
(ESIA).

At the meetings, the two institutions were committed to (1) listen to stakeholder
views and suggestions, and (2) communicate their positions on the potential
financing of the four projects to concerned stakeholders. The overall purpose
was for both institutions to hear directly from the public and present their
respective Boards with complete and accurate information before making final
lending decisions.

The two institutions then worked together to develop the principles that would
govern the MSF process. This discussion resulted in the following principles:

e |t was critical that both IFC and EBRD hear directly from a broad spectrum of
stakeholders, including non governmental organizations, private citizens and
private businesses, national government and regional/local government
representatives, academics, research and environmental organizations, donor
agencies, and others—especially those who could speak from personal
experience regarding the projects.

e There would be two meetings per country.

e The meetings would be designed and conducted to maximize the potential for
interaction between the lending institutions and participating stakeholders.

e These meetings should complement and support, rather than duplicate, the
comprehensive consultation and community outreach work already carried
out by the project sponsors (BTC Co.) as part of the consultation
requirements of IFC and EBRD.

e BTC Co. staff would be asked for their input as the meetings were designed
and would provide additional support on technical matters during the course
of the meetings.

e These meetings would be hosted, designed, and organized by IFC and EBRD
(with the assistance of CDR Associates, independent contractors).

In order to gather as much information as possible to inform the design of the
meetings, IFC and EBRD agreed that CDR consultants would collect information,
both first-hand and existing from several sources prior to the meetings. Based on
the input received from members of civil society, CDR would design the
proposed meeting agenda to ensure that the meetings would address the
recurring themes and crucial issues for participants in each country.

CDR local contractors conducted background interviews and talked to about 400

people in each country—at two locations along the pipeline in each country. The
areas where the surveys were conducted were selected based on information
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provided by BTC Co., at communities that were within 1 to 2 kilometers of the
pipeline, including some locations where construction had already begun.

It was agreed that community members to be interviewed would be selected
randomly, that anonymity would be respected, and that no leading questions
would be asked. The primary goal would be to look for recurring themes or
issues regarding the pipeline. (There was no intent or attempt to analyze the
results of these discussions for their statistical relevance.) All those interviewed
were asked if they would be interested in attending a public meeting if they were
invited. Approximately twenty of those who expressed an interest in participating
were specifically invited to each public meeting.

A second source of information for the CDR team was visits to each country
approximately one month prior to the meetings. The team, which included local
staff in each country, interviewed local public officials and local and national
NGOs to determine their major concerns and to inform them about the MSF
process. They visited survey locations along the pipeline; met with local
representatives of the BTC Co.-operated projects; and finalized logistical
arrangements for the meetings. The process of information gathering included
interaction with various international NGOs over a period of three to four months.

At these meetings, the venue and process for the MSF meetings were discussed,
as well as the most effective process for public outreach. National and local
government officials were contacted and were invited to the MSF meetings. In all
three countries there were press releases (in local languages) both six weeks
and three weeks prior to the meetings and announcements sent to local
newspapers and local radio. Many local officials offered to notify people of the
MSF meetings. CDR contractors telephoned and met with NGOs, members of
civil society, local businesses and industry, universities, and other interested
parties throughout the period prior to the meetings. Groups were asked to
cooperate by sending only one or two representatives each in order to allow all
interested groups to attend.

A serious effort was made through these targeted interviews and other outreach
efforts to assemble a balanced group of participants, including local community
members, local officials, local and national NGOs and other members of civil
society. A smaller number of international NGOs were also expected.

IFC and EBRD were represented at the MSF meetings by management, staff
from investment and banking departments, senior environmental and social
specialists, legal counsel, civil society coordinators, and country representatives
from each institution and the World Bank.
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Logistics

Since all meetings were open to the public, venues were selected which would
accommodate those who had been invited as well as those who had not been
contacted personally but simply had heard of the meetings through word of
mouth or the media. Translators were selected who spoke local languages and
who, in most cases, were familiar with pipeline issues. In each country a
rapporteur was selected to record basic themes and issues discussed in the
meetings. These notes would eventually form the basis of the final MSF report.
There was also a team of logistics coordinators for each country.

Local facilitators were also selected, based on their experience with facilitation
and managing meetings as well as their knowledge of the oil sector. In most
cases there were two local facilitators and two facilitators from CDR who shared
the management of the meetings and provided support to participants who
needed assistance in formulating their questions. The facilitators and translators
also collected and translated written comments or questions from audience
members who preferred not to speak in front of the group or where there was
insufficient time to answer all detailed questions. (Note: Written comments to
questions that were asked in Georgia but not answered in the meetings are
included here in Appendix A of this report.)

The meeting locations and dates were:

Erzurum, Turkey  August 26"
Adana, Turkey August 28™
Ganja, Azerbaijan September 1°
Baku, Azerbaijan  September 4™
Borjomi, Georgia  September 8"
Thilisi, Georgia September 11"

Structure of this Report

Each country is discussed in a separate section. However, because each MSF
meeting had its own individual character, each of the six meetings is described
individually. Discussions varied, but there were consistent areas of interest:

e Land acquisition and compensation issues

e Employment comments and concerns

e Environmental and technical issues

e Community investment and Small and Medium Enterprise (SME)
development

e Economic, financial and political issues
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Because these were recurring themes in all six meetings, there is some repetition
in the report. Questions and answers are not always reported in the order of their
occurrence but are frequently grouped, as described above. The summaries of
the meetings are primarily based on the rapporteurs’ notes.

Generally, the report does not list the names of those asking questions, making
statements or responding to questions, but may list the speaker’s affiliation, if
any.

“Participants’ levels of satisfaction,” included at the end of each meeting
description, provides a summary of participants’ written responses to an
evaluation form distributed at each meeting.

Structure of the Meetings

Each meeting had a similar format. (Appendix B contains a sample agenda.) In
some meetings, a local or national official welcomed the audience and made an
official statement. A representative of IFC or EBRD, the MSF convenors, then
gave a brief welcoming statement. The press, with video cameras, was invited to
film this portion of the meetings. After the welcoming statements, press
representatives were invited to remain at the meeting, but without cameras, to
assure that participants would not feel intimidated and could freely and openly
express their views.

Next the facilitators described the agenda and time structure (generally meetings
began at 9:30 and ended at 17:30), the Meeting Guidelines (see Appendix C),
and presented a summary of the surveys or interviews which had been
conducted by the CDR team in designing the meetings.

IFC and EBRD representatives then presented the meeting objectives and gave
a brief overview of the Phase 1 and BTC Co. projects, from the extraction of the
oil in the Caspian Sea to shipping from the Ceyhan Terminal in the
Mediterranean. They explained that this meeting was an important part of the
120-day public disclosure period and represented an opportunity for the lenders
to hear directly from those who might be affected by the pipeline, as well as to
provide answers to participants’ questions wherever possible. The audience was
also informed that the public disclosure period was open until October 14 for
EBRD and until October 9 for IFC, and that comments can still be submitted,
even after the MSFs have been completed.

The remainder of each meeting (approximately five and a half hours) was
devoted to comments, questions, and discussion. As mentioned above, written
questions, which, due to time constraints, were not answered at the meetings,
are listed and answered at the end of this report. (This occurred only in
Georgia—all questions were addressed in both Azerbaijan and Turkey.)
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All participants were invited to register, providing their names and contact
information, in order to receive copies of this report. (See Participant List in
Appendix D.)

Distribution of this report

The convenors informed participants that CDR Associates would prepare a
summary report of all six MSF meetings. This report would then be translated
into local languages and distributed proactively to MSF participants who provided
their contact information, as well as to the public via IFC and EBRD websites and
various NGO networks.
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Report of IFC and EBRD
Multi-stakeholder Forum (MSF) Meetings

TURKEY
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TURKEY

Although the meetings in Turkey had fewer participants than those in Azerbaijan
and Georgia, there was active participation and a good deal of interest in the
pipeline project. The audience at each meeting consisted of community leaders,
private citizens, local organizations and local government representatives. In
both meetings local officials made welcoming speeches. (The officials then left
the meetings, to ensure that there was no potential constraint on open, frank
discussion of difficult issues.) At the Turkey MSF meetings, IFC and EBRD were
represented by seven and two staff respectively.

ERZURUM MEETING
August 26, 2003

Among the approximately 45 people who attended the Erzurum gathering, were
representatives from academia, the business community, farmer associations,
village heads (Muhtars), and landowners from four villages. Some local officials
were also in attendance, along with students, teachers, engineers and other
community members. (Please refer to Appendix D for the full list of participants.)

After a welcome from the Vice Governor of Erzurum province (Mr. Gulihsan
Yigit), the IFC representative introduced the two institutions and the BTC project,
as well as the goals for the meeting. The IFC representative explained that both
IFC and EBRD invest in the private sector, with the ultimate goal of improving
people’s lives and reducing poverty. He committed the two institutions to listening
carefully and to following up on the concerns raised in the meeting. Further, the
IFC spokesperson stated his conviction that the project is important for all three
countries, as it is expected to promote regional integration and improve relations
among them, to generate employment (primarily during the construction period)
and to introduce international best practices. He assured the audience that all
those involved are committed to doing their utmost to expand the overall benefits
to the countries involved.

The EBRD representative explained that Turkey is a shareholder of EBRD but
not a country of its operation and, therefore, EBRD does not provide loans to
projects in Turkey. However, members of the EBRD team have been involved in
discussions and analysis of the pipeline route through Turkey.
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The CDR local partner then introduced the meeting guidelines in Turkish and
asked participants for their input and cooperation with those guidelines. The
meeting then continued with the question and answer session as described
above.

Although participants shared thoughts and questions regarding the pipeline’s
impact on the environment (particularly pipeline security in case of an
earthquake), the major focus of this meeting was on community issues. For
example, landowners were interested in the standards and policies regarding
compensation for land. Others were interested in community investment and the
larger economic impact of this project on Turkish villages, towns and cities along
the pipeline route.

PARTICIPANT COMMENTS AND CONCERNS
Land acquisition and compensation issues

A representative of the Farmers’ Association explained that most of the farmers
owe money to banks and/or Agricultural-Credit-Cooperatives and are under
stress because of these debts. He added that farmers received credit from banks
and/or agricultural credit cooperatives against the value of all of their land. When
partial acquisition of the land is required (such as that for the pipeline), the
farmers understood that the compensation for the use of the land would not be
paid directly to them but rather to the local bank, against the mortgage. They did
not agree with this process. On the issue of payment for partial acquisition and
use of mortgaged lands, they suggested that a special meeting between the local
land team, BTC Co. and the affected farmers should be arranged to help them
better understand and resolve these problems.

An IFC representative responded that land acquisition procedures are found in
both the Guides to Land Acquisition and Compensation (GLACs) and the
Resettlement Action Plan (RAP). Copies of the GLACs were made available
outside the MSF venue for interested parties. IFC suggested that the landowner
representatives speak directly with BTC Co. and BOTAS/ Designated State
Authority (DSA) Land Team representatives to ensure their concerns were being
addressed.

Note: A separate meeting was held during the break with the Farmers’
Association representative and other landowners with similar concerns. BTC Co.
and DSA Land teams clarified the process: All payments for compensation for
loss of agricultural production (crops, orchards, pastures, etc.) are paid to the
land users in cash and are not subject to any claim by the banks (thus income
and livelihoods are not affected). However, in terms of Turkish law, all land
payments are paid to the local agricultural bank in the name of project affected
landowners. If the landowners have debts to those banks (generally credits for
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agricultural activities, as stated above) and if their lands are mortgaged, the
banks will take the control of the compensation money and decrease the amount
of the debt. However, if the landowner had initially agreed on a payment
schedule with the bank before compensation payment was made, the bank does
not take the money.)

A participant asked how compensation for “customary owned lands” was going to
be paid. Also, compensation for pasture lands was not paid in the previous
natural gas pipeline project (East Anatolia Gas Pipeline). Participants wondered
how this would be handled in the BTC project? Would there be compensation for
losses caused by the previous natural gas pipeline?

In response to the first question, the value of customary lands that have been
used for 20 years are fully compensated to the land users in line with the Turkish
Expropriation law. However, this is not a straightforward compensation but
requires court decisions on customary lands and their value, followed by a 30-
day publication period of the decision to determine if there are objections. This
whole process is facilitated and paid for by the BTC project. Customary land held
for less than twenty years is not compensated, though the value of any crops or
pasture on the land is compensated regardless of land tenure.

Although the law does not provide for compensation for land held under
customary ownership for less than 20 years, in practice, ownership is determined
by local experts assigned by the court from the project affected settlements.
These experts (often village leaders or elder committee members) have
commonly held that lands have been used more than 20 years when there has
been doubt about the current user’s length of time on the land.

IFC also noted that, according to Turkish law, pasturelands are the property of
the national treasury even though villagers use them. In the previous natural gas
pipeline project, neither pastures nor crops were compensated due to current
Turkish legislation. However, in the BTC project, crops are being compensated to
land users based on valuations made by the Ataturk University Faculty of
Agriculture and others.

Finally, IFC explained that, as part of the Resettlement Action Plan (RAP), BTC
Co. has established a separate RAP Fund to provide compensation where
informal land users are not covered by Turkish legislation. This RAP Fund is also
being used, among other things, to compensate informal users of pasture land or
other state land such as Treasury, forest etc. This ensures compliance with IFC
and World Bank standards. Information related to the RAP Fund is found in the
Resettlement Action Plan document.

Regarding to the question about responsibility for the previous gas pipeline, IFC
said that the BTC project has no relationship to the previous East Anatolia Gas
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Pipeline project. Compensation would only be paid for impacts of the BTC
pipeline according to the RAP, which incorporates IFC/World Bank standards.

Employment comments and concerns

A community member commented that the employment potential of the project is
not clear to the public and they would like more explanation. In response, an IFC
representative explained that during the construction stage, some employment is
to be generated, but that this employment is limited. IFC explained that they were
aware that there were high expectations for employment in the villages.

In Turkey, around 1,500 unskilled people will be hired during the construction
phase. Some skilled and semi-skilled workers will be hired as well. During the
operations phase, the employment requirement will decrease and will be
localized (in Turkey mainly at the Ceyhan Terminal, pump stations and a
pressure reduction station). There will also be other employment opportunities,
such as logistical services. Another commitment of the project is to develop
programs for the support of Small and Medium Enterprises (SMEs) that will
specifically assist in generating employment in the regions affected by the
pipeline. The BTC Co. representative added that while 10,000 skilled and
unskilled jobs over the entire pipeline project will be created during construction,
after construction the jobs will be greatly reduced and would be mainly at the
Sangachal and Ceyhan terminals and the four pump stations.

Environmental and technical issues

A local participant noted that in the previous natural gas pipeline project many
farmers had lost fertile topsoil due to poor reinstatement. They expressed
concerns and asked questions regarding reinstatement of topsoil, which presents
significant problems for farmers, and if not done well results in significant losses
in crop and pasture production potential. Their understanding was that no written
commitment had been given by BOTAS on the topsoil reinstatement issue.

The Lender representative replied that this is a significant issue that the two
institutions take seriously, as it affects landowners’ livelihoods. It was explained
that in the BTC project, there is a requirement for adequate reinstatement of
topsoil as part of the loan requirements that were negotiated between the lending
institutions and BTC Co. (The written agreements to reinstate topsoil are
contained in the Reinstatement Plan found in the EIA disclosure documents.)
These agreements state that topsoil is to be stock piled and preserved at the
beginning of construction, protected from erosion, and then reinstated after
installation of the pipeline. This is among the contractual requirements of the
construction contractors. The Lenders, including IFC and EBRD, will monitor this
requirement every three months. Even though there is no separate written
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commitment from BOTAS for proper reinstatement of topsoil, the Environmental
Impact Assessment (EIA) addresses the issue and specifies it as a contractual
agreement. (Note: For legal reasons in Turkey, this document is referred to as an
EIA, and not an ESIA, although it contains the social assessment data.)
Regarding the reinstatement problems with the previous natural gas pipeline, in
the course of reinstating land for the BTC pipeline, BTC Co. will make every
effort to ensure that BOTAS reinstate the area occupied for the East Anatolia
Gas Pipeline where the two pipelines closely parallel each other.

A question was asked involving seismic activity. Participants appreciated that
environmental and social issues were being considered in this project. They
wondered what kinds of safety measures were being considered in case of an
earthquake.

A Lender representative acknowledged that the pipeline would indeed be
constructed in certain seismically active areas. He added that thorough
investigations have been conducted and all faults in the area have been
identified and assessed in terms of their potential impact on the project.
Significant effort has been directed at identifying active faults and determining
likely events associated with these structures. This information has been used in
the design of the pipeline and facilities, such that the project will withstand not
only the ground accelerations associated with an earthquake, but also potential
ground displacement.

Economic, financial and political issues

A representative of the business community commented that 50 million tons of
crude oil, costing USD $6 billion would flow through the pipeline to the
international markets. He believed that it would be preferable to turn the crude oil
into higher added-value products before it leaves Turkey. He also hoped that
new projects could be developed to encourage regional development and
employment. Those might include larger scale refineries, fertilizer plants and
other petrochemical industry projects. How would the lenders respond to this, he
asked?

IFC answered that actual use of the crude oil is the decision of the investors, not
the lenders, IFC and EBRD. With regard to further project proposals in the
Erzurum area, IFC welcomes any feasible proposals in this regard. (See SME
discussion, below.)

Community investment & SME development
A business community participant emphasized that BTC will contribute a great

deal to the region and to Turkey. This is the second largest project in Turkey.
Erzurum is one of the project focal points and will be an important passage for
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energy transport. Capital is scarce and “brain drain” to the west is a big problem.
The BTC project is expected to help overcome some of these macro-problems.
Overall, he believes this to be a very helpful project that will bring important
resources to Turkey.

IFC agreed that the BTC project would potentially have a catalytic effect on
regional development. Further, IFC recognizes that SME support is needed to
help spur further economic growth in the pipeline area. IFC noted that they have
recently assigned a SME expert based in Baku to work closely with BTC in
Turkey. Within the scope of this IFC-led SME support program, cooperation is
being set up with selected local business and trade associations to improve their
capacity to help their members to generate strong local SMEs. Second, relations
between IFC and the Global Environment Facility (GEF) have been established
to generate funds for energy efficiency and use of alternative energy sources.
Concrete project proposals from associations, as well as individuals, are
welcomed. Third, micro-finance models are currently under investigation. IFC
plans to work with local institutions, non-governmental organizations and local
banks in providing micro-finance opportunities. Unfortunately, IFC noted that
there are currently some legislative constraints with regard to micro-lending and
close coordination with the Turkish government to find solutions is continuing.

It was also noted that BTC Co. is committed to providing additional benefits
through its Community Investment Programme (CIP) amounting to USD $9
million in Turkey. BTC Co. recognizes that there are special problems in the
northeastern part of Turkey and USD $3.2 million has already been allocated in
the first tranche, to focus on CIP activities for that area.

Participant level of satisfaction

Evaluations indicated general satisfaction with the way the meeting was
managed. Most stated that they were able to express their views fully and that
the meeting was beneficial. However, one person made the comment that there
are traditional attitudes that impose constraints on the expression of personal
views in public and that that some might feel more relaxed at informal meetings,
with private communication, rather than at large hotel venues. One participant felt
that more announcements should have been made to publicize the meeting.
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ADANA MEETING
August 28, 2003

Included in the 55 registered participants at the Adana MSF were villagers
(including village heads or Muhtars), the Deputy-Governor of Ceyhan, town
mayors, members of a cooperative, villagers from four local villages and
members of the press. Local and national NGO representatives included the
Association for the Protection of the Environment and Consumers; Adana
representative of Mediterranean Environment Platform; Chamber of Turkish
Engineers and Architects (TMMOB); Association for Mitigation of Erosion
(TEMA), Adana Branch; Foundation for Saving Wild Life (DHKV); the local
affiliate of WWF; and the Turkey branch of Amnesty International). In addition,
several Ministers sent telegraphic welcoming messages. (Please refer to
Appendix D for the full list of participants.)

After an opening speech by the Deputy-Governor of Adana Province (Mr. Nevzat
Ergin), both IFC and EBRD welcomed the audience and introduced their
institutions. The IFC representative also provided a short introduction of the
project, emphasizing that the project is important for all three countries and is
consistent with IFC’s goal of reducing poverty and improving people’s lives. He
added that the two institutions took environmental, social, economic concerns
into consideration and organized these meetings to have an opportunity to hear
directly from those affected by the pipeline.

Several members of the press, as well as TMMOB representatives, complained
that while they appreciated the meeting guidelines that welcomed members of
the press, the request that video cameras be used only during breaks seemed
unfair to them. After the morning break, only members of the written press
returned to the meeting.

Unlike the meeting in Erzurum, there was less emphasis on land acquisition and
compensation, with somewhat more on employment. The majority of comments
focused on environmental and economic issues. There were also a number of
statements and questions in Adana on the issue of human rights.

PARTICIPANT COMMENTS AND CONCERNS
Land acquisition and compensation issues
A participant noted that there had been a mention of resettlement in initial
presentations of the project. He wondered if there would be any physical
resettlement during the course of construction of the pipeline. IFC replied that

there would be no physical resettlement at any place along the pipeline — in any
of the three countries. The Resettlement Action Plan (RAP) was mentioned in
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introductory comments, which may have given the impression that physical
displacement was being discussed. Actually, the RAP only covers economic
displacement, mainly related to acquisition of crop and pasture land. It was
stressed again that, although the pipeline passes near 293 villages in Turkey,
there has been no need for physical resettlement in Turkey or at any point on the
pipeline route. Land acquisition and compensation procedures ensure
compliance with IFC/World Bank standards on these issues. As was noted in
Erzurum, a Resettlement Action Plan (RAP) Fund has been established by BTC
Co. to provide for compensation to informal users of state lands, including
common land users, tenants without tenancy agreements, and fishermen. The
Fund also covers incidental costs incurred through meeting the requirements of
the Turkish registration system. Again, this ensures compliance with IFC and
World Bank standards.

In addition, the Community Investment Program (CIP), which has a goal of
fighting poverty, allows benefits to flow to the wider community in areas through
which the pipeline passes. It was noted that a strong emphasis and focus of the
CIP would be on the northeastern part of Turkey, where there are the lowest
income levels. Within the scope of the CIP, BTC Co. publicized an open ‘Request
for Proposals’ for various organisations to apply for the CIP funds. (Please see
discussion of the CIP programs below.)

Employment comments and concerns

Questions were raised regarding the BTC project’s employment potential in the
Ceyhan area. The fishermen from Ceyhan believed the expansion of the terminal
could seriously curtail their livelihood through fishing, and therefore, as
compensation, they believe that they should be provided with jobs. IFC indicated
that there is a comprehensive framework for compensation of fishermen included
in the RAP, in accordance with the requirements of OD 4.30. The fishermen will
not be affected until 2005 and consultation over the details of the compensation
package is part of an on-going process to be completed well before the
fishermen feel the impacts of the project. IFC explained that the development of
an appropriate compensation package for fishermen is breaking new ground in
Turkey and that it will undoubtedly serve as a model for future development
projects that affect fishermen.

A local participant noted that there had been promises of jobs, but no one in
Ceyhan has yet been recruited. He spoke of local peoples’ concerns when they
see people from other countries working and wonder why all workers are not
Turkish. It was noted that some people apply to sub-governors for employment.
A local official suggested that BOTAS and BTC Co. should coordinate with local
Governors in the area of recruitment. Also, it was suggested that small-scale
community development programs should be developed and be established in
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coordination with local administrations, to provide other much-needed
employment opportunities.

An IFC representative responded that BTC Co.’s target is to recruit at least 80%
national staff. However, some positions require certain skills that may not be
readily available locally and these skilled employees will make up the remaining
20%. There is a BTC project commitment to transfer project expertise to BOTAS
as soon as possible, thus ensuring the hiring of Turkish workers. It was noted
that currently, recruitment of 600 people is planned for Ceyhan. Two hundred of
these 600 will be from Ceyhan and nearby vicinities. (100 of the 600 are unskilled
and would certainly be local.) In fact, it was noted that 100 unskilled people will
be employed from four directly affected settlements around Ceyhan Marine
terminal and that BTC has already commenced recruitment in those villages. A
list of open positions has already been publicized. Further, IFC emphasized that
pipeline projects, by their nature, do not create a great many employment
opportunities—more in the construction phase than in the operation phase. It is
important that local people’s expectations are managed carefully on this issue.

There was a question asked about the contracts with local transport cooperatives
and why the rates paid by the contractors are below the market rate. BOTAS
responded by saying that the contracts were not between BOTAS and transport
providers but between the construction contractors and the transport providers,
and that this issue should be discussed with those contractors.

Environmental and technical issues

There were a number of specific concerns related to environmental and technical
issues:

A local participant wondered if there are two pipelines within the scope of the
project. A Lender representative responded that there are two pipeline projects:
one for crude oil (BTC) and another for natural gas (SCP). However, it was noted
that the new natural gas pipeline would only come to the Georgian-Turkish
border where it will link in with the Turkish gas distribution network via a ‘new
build’ section of pipeline.

A specific question was asked why the construction of the pipeline passing below
Kadirli-Osmaniye road, has been stopped for some time and what are the
implications of such a delay. A BTC Co. representative responded by saying that
the delay in laying the pipeline under Kadirli-Osmaniye road is because of a last-
minute design change imposed by recognition of an important ground-water
source requiring further survey. This change in the design (to have a deeper
horizontal bore) will be completed in four weeks and will not cause a delay in the
overall timing of the project.
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A local concern was raised regarding road repair, requesting asphalt repair and
other refurbishment of the roads used by project vehicles in the Ceyhan area.
IFC responded that, according to the Resettlement Action Plan (RAP) and the
EIA, the roads used by the project during construction must be maintained in
good condition. After the construction phase, all roads are to be returned to at
least their original condition, if not better. The EPC contractors’ Community
Liaison Officers (CLOs) are available to provide information, advice, special
requests, complaints and claims. Where dust nuisance is of concern, BTC is
taking measures for remediation, as part of the project’s environmental and
social mitigation. For example, roads near construction must have dust
suppression measures and traffic management plans. Telephone numbers of the
CLOs were made available to the participants and it was noted that complaints
are to be responded to within 7 days. It was noted that IFC and EBRD would be
monitoring BTC Co., BOTAS and sub-contractors to ensure that they comply with
these requirements, if IFC and EBRD do provide loans for the project.

Other environmental or technical issues discussed were as follows:

An NGO participant was concerned that operations based on crude oil create
environmental problems, from exploration to production, transportation,
processing, and utilization. The BTC project will promote use of crude oil and
therefore increase greenhouse gas emissions that cause climate change. Large
petroleum companies do not appear to care about this concern. Why does the
World Bank promote the use of petroleum?

The EBRD representative responded that the risks involved in production and
transportation of crude oil are known and appreciated by the project sponsor, as
well as the EBRD and IFC. This issue has been addressed by BTC Co. in the
Environmental (and Social) Impact Assessment (EIA) that is available publicly,
and mitigation measures have been included in the design, to achieve best
practice according to international criteria and to ensure compliance with IFC
guidelines. IFC and EBRD are satisfied with the applied technology, guidelines,
and procedures. It should be stressed that the pipeline will be built to the highest
international standards and that EBRD and IFC will monitor the implementation
of such standards. These requirements are included in the Environmental and
Social Action Plan (ESAP) that will form a contractual commitment from BTC Co.
if EBRD and IFC provide the loans.

Oil spill hazards were on the minds of many participants. One person asked how
oil spill and sabotage risks would be eliminated. If there are spills, how will the
damage be compensated and by whom?

IFC and EBRD both responded. The BTC pipeline has been designed to
minimize oil spill problems to the greatest extent possible. However, there will
always be a remote possibility of incidents, such as third-party intervention. To
protect the pipeline and avoid spills in environmentally sensitive areas,

BTC Pipeline Project and ACG Phase 1 Project -- Report of IFC and EBRD Multi-stakeholder Forum (MSF) Meetings 17



preventative measures, such as depth of burial and construction material, are
taken. The whole route is equipped with computer-controlled systems to monitor
pressure and flow. In case of a leak in the pipeline, the computerized system will
notify the operator, shut down the pump stations, and close the automated valves
to minimize the amount of oil released. Trained personnel will be mobilized to
react to any spill and will be equipped to contain and recover spilled oil. Following
these activities, any residual soil contamination would be remedied. Crops
affected by any oil spill would be fully compensated by the project.

The region of the BTC project between Adana and K. Maras is of concern to
TEMA, as an NGO dealing with transfer of advanced technologies to and training
of farmers, mitigation of loss of pasture and agricultural land, and better use of
water resources. The participant pointed out that there are 57 settlements within
this area. How much agricultural land and forestry will be affected? How many of
the 3,000 endemic plants will be affected within this area? How will the historical
heritage be affected? When will the project be implemented?

IFC’s representative responded that people should refer to the EIA and RAP for
the exact figures on the amount of land that would be affected by the project.
Measures to be taken include protection and reinstatement of agricultural soil in
the construction area, as well as protection of biodiversity and cultural heritage.
With regard to topsoil protection and reinstatement: only a 28m-wide passage is
affected except in forested areas where the width of construction is kept at 22m.
Within the 28m-wide construction areas, topsoil to a depth of 30cm is to be
removed, piled and preserved until the pipeline installation is completed. Then,
the topsoil will be reinstated into its original position and measures will be taken
to prevent soil erosion.

IFC and EBRD explained further that endemic plants are to be surveyed prior to
construction, as discussed in the EIA. Where there are risks to plant life, the
construction companies are required to mark the areas to be protected. To
proceed, contractors must develop a remedial plan that will be approved by
BOTAS and reviewed by BTC. Avoidance, translocation or bulb and seed
collection are among the processes that will be used to protect biodiversity. Prior
to construction, archaeologists will have investigated and cleared (i.e. recovered
or documented) all archaeological resources in the sensitive areas. (In Turkey,
Gazi University is assigned to this function.) Topography and surface artefacts
were identified and classified by significance. If the area is highly significant, the
route of the pipeline is changed (which has occurred on five occasions). If the
area is moderately significant, then Gazi University takes samples from the site
to study and will provide advice on the next steps. The project has developed a
Cultural Heritage Management Plan that complies with IFC’s standards in this
regard.

An NGO, DHKYV (an affiliate of WWF), stated that they are reviewing the EIA and
will declare their findings by late September 2003. However, the Erzurum Plain is
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of much concern to them because of its wetlands and bird sanctuaries. Their
concern is that since the oil pipeline passes through the Plain, any spill would be
dispersed more widely than in other places on the route, potentially destroying
wildlife during the course of remediation (which would also take relatively longer
to rehabilitate). This NGO participant asked if it would be possible to change the
route in order to eliminate the risk of destroying the Erzurum Plain and the wildlife
there.

In response, the EBRD and IFC representative said that serious work has been
done and necessary precautions have been taken to minimize environmental and
social impacts on the Erzurum Plain. A detailed risk assessment has been done
and concluded that the risks are manageable. However, as a general approach,
sensitive areas are by-passed if possible. If going through these areas is
inevitable, special measures are taken and documented in the EIA. It was noted
that bird sanctuaries and wetlands have always been given utmost consideration.

The Chamber of Geophysical Engineers (CGE) noted that there was not enough
information provided on the project’s interface with the North Anatolian active
fault. They would appreciate more information.

The Lenders responded that the recent EIA does include information related to
the active fault issue mentioned. IFC noted that the EIA report has been sent to
the CGE and is also available at the local Governors’ offices. The Lenders
indicated that they are satisfied with the design and engineering work dealing
with the North Anatolian fault and that independent expert teams will be coming
to Turkey for further investigations. A follow-up meeting with CGE can be
arranged with BTC Co. if there is interest.

A question was raised about plans in place should there be a forest fire on the
route of the pipeline. The response was that the EIA contains numerous
mitigation and fire protection measures in Section 6. These include special rules
adapted from the UK Forest Commission.

Community Investment and SME Development

Regarding proposals for Community and Environmental Investment Programs
(CIPs and EIPs), some NGOs noted that they did not have adequate time to
prepare proposals. They asked for earlier notification.

BTC Co., which issued the requests for proposals, responded that they assumed
that enough time was given for preparation of CIP and EIP proposals by making
the information available on the Internet 10 weeks prior to the deadline. They
also sent letters to interested parties proactively. In addition, there were
preparation workshops held in Erzurum, Adana, Istanbul and Ankara to provide
answers to NGOs’ questions.
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At this point, an IFC representative made a comment regarding its Small and
Medium Enterprise (SME) program, specific to the BTC project. He noted that
much has been done to support SMEs in Azerbaijan and that IFC is looking at
ways to improve the sector in Georgia and Turkey. One idea is to improve the
capacity of the Chamber of Commerce of Adana, along with two other chambers,
to provide better services to their members. This will contribute indirectly to
greater employment. IFC is also making contacts with local banks, in order to
provide better services and financing to SMEs.

Economic, financial and political issues

The chairperson of the Turkish chapter of Amnesty International expressed her
general concerns regarding the impact of the pipeline on the human rights of the
citizens and asked specific questions regarding security issues.

The first human rights-related concern raised by Amnesty International was that
Turkish police and the gendarmerie do not have a good relationship with the
public. During the course of installation and operation of the pipeline, what
measures will be taken to prevent human rights violations that could be justified
for security reasons?

In addition, the representative indicated that Amnesty International is thankful for
its concerns being taken into account in the environmental and social plans for
the pipeline, but wanted to know if plans are in place for raising the publics’
awareness of human rights.

IFC answered that, as a potential lender to BTC, it appreciated the concerns
raised in Amnesty International’s report entitled "Human Rights on the Line — The
Baku-Thbilisi-Ceyhan Pipeline Project." It was noted that this report was written
before Azerbaijan, Georgia and Turkey, together with BTC Co., signed their Joint
Statement of May 16, 2003. Under Paragraph 6 of the Joint Statement, related to
"Project Security and Human Rights," those parties confirm their mutual
commitment to the goal of promoting respect for and compliance with human
rights principles. This includes those set forth in the Universal Declaration of
Human Rights, the United Nations Basic Principles on the Use of Force and
Firearms by Law Enforcement Officials, the European Convention on Human
Rights and, in a manner consistent with their national laws, the Voluntary
Principles on Security and Human Rights (the "International Norms"). Also, the
three governments have committed and stated publicly that all pipeline security
operations must be conducted in accordance with the "Protocol Related to the
Provision of Security for the East West Energy Corridor" (the “Protocol") -- which
was signed on July 23, 2003. Under the Protocol, the three governments
recognize the need for transparency and agree to share information in all matters
relating to the Project security for which they are responsible. They agree to
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cooperate in identifying and classifying potential security risks and come up with
a common list of potential security risks, share the information they have
gathered, cooperate in the mutual training of the members of the security units,
establish a joint pipeline security commission; and be in regular consultation with
the BTC Pipeline Company and — in Turkey - with BOTAS. Most importantly, they
agree to fulfil their obligations in compliance with the principles set forth in the
International Norms; to check the background of the individuals to be hired to
perform security services to avoid hiring those implicated in human rights
abuses; and to pursue credible allegations on human rights abuses. IFC believes
that these undertakings have addressed many of the concerns raised by
Amnesty International. This response was welcomed and acknowledged verbally
by the local Amnesty International representative.

Amnesty International asked about the monitoring of the procedures and the
guidelines set by the Lenders on safeguard policies, environmental and social
issues, human rights abuses, and safety measures. Who will audit and conduct
the monitoring? Will there be in-house monitoring by IFC and EBRD? Is there a
role for independent community monitoring by NGOs?

An IFC representative responded that IFC and EBRD have worked with BTC Co.
to develop an Environmental and Social Action Plan (ESAP) as well as contractor
control plans, which will be part of the investment agreement between IFC,
EBRD and BTC Co. These documents can be found on the Internet and also
locally in the EIA documentation. In these plans, monitoring is taken very
seriously. The Lenders have also contracted an Independent Environmental
Consultant that will monitor compliance with IFC and EBRD policies and
guidelines as well as BTC Co.’s and contractors’ compliance with the EIA, ESAP
and the Contractor Control Plans (CCPs). This monitoring will be conducted
every three months during construction and their reports will be publicly
disclosed. For social and land acquisition monitoring, BTC Co. has appointed a
Social and Resettlement Action Plan (SRAP) Expert Panel comprised of three
independent international experts on these issues. Their reports will be provided
to BTC Co. and the Lenders and will be publicly disclosed. This is in addition to
BTC Co.’s ongoing contractual relationship with the NGO Rural and Urban
Development Foundation (RUDF), which has been involved with communities as
a consultant in social and land acquisition issues from the beginning of the
project. There are other monitoring systems, such as universities’ monitoring
employment and archaeological/cultural heritage information. A comment and
feedback mechanism for communities has been developed and is being used by
the Project. It was also noted that IFC staff have travelled to all three countries
frequently to witness the consultation and resettlement processes. At a higher
level, the Caspian Development Advisory Panel (CDAP) looks at BTC Co.’s
development role and performance in the broader region. For more information
on CDAP’s role, go to: www.caspsea.com.
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It was noted by a local participant that the USA, the Turkish Republic and BTC
Co. support the pipeline project since it will ease the tanker traffic burden on the
Black Sea and Turkish Straits. A questioner asked if a similar threat will now be
transferred to the Mediterranean Sea.

IFC responded that it lends to a number of Caspian oil projects. As oil-based
economies develop, the tanker traffic issue becomes more difficult. However,
tanker traffic through the Turkish Straits is so intense now that the BTC project
was designed to transport the oil via the Mediterranean Sea because the risk is
lower in Mediterranean compared with the Straits. IFC noted that application of
international safety guidelines would further reduce the risk of incidence.

A local participant mentioned that Turkey and Azerbaijan would make a profit
from the BTC project and asked what benefits the pipeline would bring to
Georgia. IFC responded by saying that benefits to Georgia will be substantial.
Basically, the amount of benefits will depend on crude oil volume to be
transported and the life of the pipeline. Georgia will receive tariffs for
transportation of crude oil through the pipeline and will have use of natural gas
due to construction of the Southern Caucasus Pipeline (SCP). The transit fee for
crude oil will result in sums up to USD $60million per year— equivalent to 15% of
Georgia’s current annual governmental revenues. As revenues from the natural
gas line are included, the total annual benefit to Georgia could total USD $600
million.

A local engineer commented that the route of the pipeline was long under
discussion and that geophysical engineers seem to be happy with the final route,
although some concerns remain. He said that because of the Iraq war, the future
of Yumurtalik-Kirkuk pipeline is being discussed now. There are some claims
about an alternative route to Yumurtalik—Kirkuk pipeline, that is the Haifa-Kirkuk
line. When the pipeline is built, is there any potential risk to change the route for
transportation of Caspian oil to the world markets.

IFC responded that the BTC pipeline is to be built for transportation of Azeri
crude oil. Currently, there are two more pipelines that are exporting Azeri crude:
from Baku to Supsa (the “Western Route”) and also via Russia (the “Northern
Route”). By 2006, current capacity will not be adequate with these two pipelines
only. Therefore, once the BTC pipeline is completed, it will provide the missing
capacity. IFC stated that there is no plan to have an alternative to the current
BTC route (except for minor changes to avoid, where possible, chance finds of
important archaeological sites). However, various alternatives that were
considered and rejected are discussed in the EIA documentation.

Questions were asked about the lenders’ decision-making process: With this
meeting, will public consultation come to an end? How much will these meetings
affect the decision making process of IFC and EBRD? Will the two potential
lenders make their decisions independently or separately?
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Both IFC and EBRD answered these questions. First, IFC noted that, as a
procedural issue, the final EIA documentation for IFI participation was released in
June of 2003. A period of 120 days is then provided for disclosure and public
comment. During this period, potential lenders are looking forward to all possible
responses and will respond to written comments and questions. It was noted
however that consultation is an ongoing process that commenced with the
preparation of the draft EIA and will continue throughout the life of the project.
Also EBRD mentioned that the two potential lenders have coordinated very
closely during the last two years on all phases of project review and that it would
be very unlikely that they would come to different decisions on lending to the
project.

Finally, IFC described two stages in achieving the final decision to provide loans
to the project. At the first stage, BTC Co. must demonstrate how they will comply
with IFC’s environmental and social safeguard policies. Over a two and a half
year period, numerous environmental and social studies have been performed on
the project and these have been disclosed for public consultation. Therefore, IFC
feels adequate information is available for environmental and social assessment.
According to IFC’s and EBRD'’s internal procedures for this project, there is then
120 days allotted for disclosure and public comment on the EIA documentation.
This public commenting assists IFC in its decision making process. After this, the
executive directors of both IFC and EBRD will vote on whether to provide loans
to the BTC project.

In conclusion, the IFC senior management representative expressed his
impression that there is considerable support for the project from the
communities. In Adana, the two institutions had heard concerns regarding land
acquisition and compensation, employment opportunities, protection of
biodiversity, oil spill protection, and human rights issues. The IFC representative
stated that both IFC and EBRD believe that BTC has made serious efforts to deal
with these concerns. IFC called upon community leadership to assist in
conveying realistic expectations of the project, especially regarding potential for
employment. The IFC representative also mentioned the ongoing efforts of CIP
and SME programs, which are intended to provide positive impacts on both
medium and long-term employment problems.

Participant level of satisfaction

Although there was general satisfaction with the management of the meeting,
several recommendations were made:

e Better announcements for the meeting could have been made.

e The meeting could have lasted more than one day.
e The goal of the meeting could have been better defined.
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e Another site (specifically Ceyhan) would have resulted in more local
participation.
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AZERBAIJAN

The number of participants at the two MSF meetings in Azerbaijan was greater
than in Turkey and the meetings were more focused. The press participated in
one to two hour press briefings before the meetings, as well as interviews during
lunch and coffee breaks. There were also more written questions from
participants. IFC and EBRD representatives interacted and answered queries
informally with the participants over coffee breaks and lunch, to provide more in-
depth discussions over specific issues, and to make up for the shortage of time in
the larger group sessions. These were interesting and intense meetings that, in
Baku, lasted several hours longer than the scheduled ending time. EBRD was
represented by 4 staff and IFC by 7 staff at the two Azerbaijan MSF meetings.

GANJA MEETING
September 1, 2003

Among the over 70 participants were local landowners (primarily from Borsunlu
village of the Goranboy District, as well as other districts), representatives of
local, national and a few international NGOs; representatives of Azeri scientific
institutions; and, local governmental authorities. Specifically there were
representatives from the press, the Ganja Agro-business Association, Executive
Power of Ganja, the Ganja Education Centre, Regional Ecology and Natural
Resources Department, Ganja Business Group, a local university, SOCAR, a
youth group and the Helsinki Citizens Assembly. The primary focus of
discussions was environmental issues, although many speakers also had
community investment and national economic concerns. (Please refer to
Appendix D for the full list of participants.)

Emin Abbasov, the representative for Ganja City, made an opening welcome
presentation and noted that the pipeline is very important for the economic
development of Azerbaijan. An EBRD senior representative then explained the
meeting objectives. She also indicated that the EBRD and IFC were in Ganja to
hear the opinions and concerns of Azeri society regarding the BTC pipeline and
related projects, directly from those affected.
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PARTICIPANT COMMENTS AND CONCERNS
Land acquisition and compensation issues

A number of farmers came to the Ganja MSF meeting with concerns that both
the oil and gas pipelines were passing through their lands but that they had not
received adequate compensation. Further, there was an interest in knowing
whether the same principles were being applied to compensation payments in all
three countries and if compensation rates were, therefore, the same.

IFC replied that BTC and the Azerbaijani government had agreed on the land
acquisition, compensation, and consultation standards of IFC and the World
Bank. However, specific individual questions regarding compensation should be
taken directly to the BTC land team that was present in the audience. Further,
IFC staff clarified that compensation for land use is being paid in both Azerbaijan
and Georgia. The only difference is that in Azerbaijan, BTC Co. is leasing the
land. In Georgia BTC Co. is buying the land, which may cause some price
differentials.

A few participants asked what the compensation amount would be in case of a
disaster associated with construction or operation of the pipeline, and who would
pay it? They also asked if the compensation amounts take into account wages
and prices according to international standards?

An IFC representative responded that BTC Co. was responsible for
compensation to cover all mitigation for damages and replacement costs of
damaged assets. The clearing up of the damages would be undertaken
according to international standards. Compensation amounts, as with the land
acquisition process, would be based on local market values.

Employment comments and concerns

At the Ganja MSF meeting, there was concern regarding the potential for project-
related employment and level of wages. A representative of the Helsinki
Assembly’s Legal Commission asked how the salaries and wages of the BTC
staff would be regulated? He reported that the salaries of local staff of BTC Co.
are low in comparison with international standards and noted that the salaries of
expatriate staff are many times higher than the salaries of local citizens. He
wanted an explanation for this. Another person asked for the total number of BTC
staff in Azerbaijan and in Ganja, specifically.

The response was that salaries in the BTC project are higher for Azeris than the
official minimum wage in Azerbaijan. Currently approximately 70% of the overall
staff of BTC in Azerbaijan are Azeri nationals, with a goal of having the vast

majority of BTC work force made up of Azeri nationals in due course, particularly
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during operation of the pipeline. Personnel are divided into skilled, semi-skilled,
and non-skilled categories, with the salaries divided into those categories.
Expatriate staff are brought in for specific skills that may not be available locally.
Also, these expatriate staff frequently have to pay higher taxes and incur double
living expenses, which could account for their salaries.

It was noted that as of August 2003, the total staff of BTC in Azerbaijan is 1309,
of whom 952 are Azeri nationals and 51 are from Ganja, including skilled and
non-skilled people. It was stressed that as the construction nears a specific area,
the number of personnel employed from that area will increase, but that
construction has not yet reached areas near Ganja. Employment information will
be made available in staffed information centers.

Environmental and technical issues

Environmental questions from the audience ranged from the percentage of the
total investment of USD $2.9 billion that would be allocated to environmental
capital expenditure, to specific concerns regarding control and protection of the
pipeline itself. There were questions regarding to whom to go in case of an
accident, what the possible oil leakage amounts could be, and what emergency
response systems are in place. Other participants had concerns regarding
monitoring.

The EBRD representative responded first by saying that it is not possible to
provide a specific dollar amount with regard to how much is being spent on
environmental protection and mitigation measures on this project. This is due to
the fact that environmental protection and mitigation measures are covered
under several different categories and activities, including design, environmental
protection, engineering and construction. Although the pipeline is being
constructed to the latest and highest international technical standards, there are
no requirements regarding the amounts that must be spent (either as a total
amount or as a percentage of overall project costs) to reach those standards.
EBRD requires compliance with their policies and procedures, regardless of the
costs involved.

It was noted that the security of the pipeline is the responsibility of the Azeri
government. There will be a variety of methods to ensure that the BTC pipeline is
secure, including a similar program to that used in the Baku-Supsa pipeline,
where there are twice daily horseback patrols by trained local personnel. In the
Baku-Supsa pipeline, there was some damage caused by external parties
(“illegal taps”) in Georgia. However, the BTC pipeline will benefit from several
additional security measures: mechanisms to monitor the buried pipeline
including the use of an “intelligent pig” (a device that moves through the pipeline
to measure the thickness of the pipeline wall and any damage to it); a thicker
pipe than that in the Baku-Supsa pipeline; cathodic protection and a
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computerized system to monitor pipeline flow rates; automated control of pumps
and block valves; and a fiber optic cable installed in the trench, which will be
used for transmitting data from the pump stations to block valves at the two
control centers.

An EBRD representative added that in Azerbaijan there are several
environmentally sensitive areas. For example, the pipeline crosses the Kura
River at two locations. At each crossing, the thickness of the pipe will be
increased and automated block valves will be installed on both sides of the
crossings. Extra attention will be given to all environmentally sensitive areas and
a full oil spill response plan, detailing equipment, and personnel, will be
developed prior to commissioning the pipeline.

It was noted that there are a number of options available for people who would
like to contact the project during construction activities: Community members can
contact the construction contractor's Community Liaison Officer (CLO) or BTC
Co.’s CLO. Currently there are project information centers operating in
Sangachal, Yevlakh and Ganja, where people may obtain additional information
on safety, employment, etc.

There was a question about the distance between the Southern Caucasus gas
Pipeline (SCP) and the BTC oil pipeline. The separation is generally 28 meters. It
was further stated that land compensation covers both pipeline projects.

A participant suggested that BTC work more closely with NGOs. The participant
asked if BTC had experts on social-and environmental issues and believed that it
would be useful to involve NGOs during the monitoring process.

IFC answered by saying that there are several stages of the monitoring process.
One stage is the internal monitoring to be conducted by BTC Co.’s environmental
and social staff and experts, as well as their own shareholders. The other
obligation imposed on BTC Co. by IFC and EBRD is the preparation of quarterly
reports on construction and a yearly report on the entire project, which will
discuss compliance with IFC and EBRD environmental and social standards. In
addition, the Azerbaijani government will monitor the work of BTC Co. NGO
monitoring is now being conducted through the local NGO “CLEE,” which has
been assisting with communities’ land compensation concerns. It was also noted
that IFC and EBRD have an independent environmental consultant and an
independent Social and Resettlement Action Plan (SRAP) expert panel reports
on compliance on these issues. The monitoring process will be transparent, with
reports made available to the public.

A participant noted that during the construction of the Baku-Supsa pipeline, there

were continuing problems with reinstatement of soil. It was asked if there were
any sanctions on BTC Co. by the financing organizations.
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The response was that IFC and EBRD financed the Baku-Supsa project, that
they have carried out monitoring, that the Baku-Supsa pipeline has been in
compliance and remains so. In terms of the BTC pipeline, there are strict
reinstatement requirements upon BTC Co., agreed with IFC and EBRD. These
requirements have been passed on to the construction contractor and will be
monitored to ensure compliance.

A question was asked about water produced during the drilling process in the
Caspian. The speaker was concerned about the potential damage to flora and
fauna if the water is returned to the Caspian Sea. An EBRD representative said
that in accordance with Azeri requirements, aquatic bioassay surveys have been
completed on the non oil-based drilling fluids and cuttings. The results of these
tests indicate that no harmful effects will occur based on discharge of these
fluids. It was further stated that there will be no discharge of oil-based drilling
fluids from the platform.

Community investment issues and SME Development

There were some questions regarding BTC Co.’s community and environmental
investment programs (CIP and EIPs). One question related to the winning of the
EIP awards. A BTC Co. representative responded that 24 organizations
submitted applications in response to a request for proposals. Following the first
stage of review, seven proposals were short-listed and will be subjected to more
detailed, second stage review. It is anticipated that the recipients of the grants
will be announced by the end of September 2003.

A couple of participants complained that the selection criteria for the CIP
proposals were unfair, that this put the local NGOs at a disadvantage, and that
criteria could only be met by the international NGOs. For example, before the
competition began, there was an announcement that only organizations which
had experience of implementing programs with a budget of USD $1-1.5 million
would be considered eligible as lead applicants. It was noted that local NGOs do
not have this level of budget and thus would not be able to participate. Can these
criteria be changed?

BTC Co. responded that the reason for those criteria .was to attract the most
experienced organizations to implement community investment projects with the
greatest development impact. The BTC speaker noted that they realized that this
would be difficult for some local NGOs, but they had a responsibility to find
successful organizations that could ensure that these CIPs would have the
greatest impact. BTC Co. has asked international NGOs to work in collaboration
with the local NGOs. BTC Co. examined the criteria for these partnerships in the
various project proposals. Currently four organizations have been awarded grant
agreements with a total value of USD $5.5 million. Three of these organizations
have significant local NGO partners as part of their proposals. However the total
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amount allocated for the CIP in Azerbaijan was $8 million, so there is still $2.5
million to award and consideration will be given to proposals that include local
NGOs.

Economic, financial, and political issues

Some questions related to the amounts potentially being loaned by IFC and
EBRD and the interest rate of the loans. A participant asked, specifically, what is
the amount being loaned to SOCAR, the state oil company, and how much will
be loaned to the Government of Azerbaijan?

EBRD answered on behalf of both institutions and noted that they are
considering providing loans to BTC Co., not to the government of Azerbaijan.
BTC Co. is a private company and 25% of the shares belong to SOCAR. EBRD
and IFC are not providing “soft” loans. The details of the potential funding
arrangement have not been finalized but are still under discussion. The amount
could range from USD $400 to $600 million. Since BTC Co. is a private
company, lending rates are not publicly available. The maturity period of the
loans is twelve years.

A member of the Ganja audience commented that it is clear to him that
Azerbaijan is one of the most corrupt countries in the world. He asked what
mechanisms would be put in place to assure transparency regarding the use of
income generated by this project?

EBRD answered on behalf of both institutions and noted that one way to fight
corruption is through transparency, where BTC is taking major steps. Information
on the project is published regularly. IFC and EBRD both required that
government agreements (e.g., PSA, HGA and IGA) be disclosed and made a
matter of public record, which was done in mid-2002. Azerbaijan has joined the
extractive industries transparency initiative (EITI) sponsored by the UK
government and, as a shareholder in both institutions, is working on this issue.

A newspaper editor raised the fact that the pipeline passes 50km from certain
conflict zones and wondered if the project is this worth taking such a high risk. He
also suggested that the loans be made subject to a peace accord between
Azerbaijan and Armenia.

EBRD answered that the security of the pipeline in Azerbaijan is the
responsibility of both BTC Co. and the Azeri government. Again, the same
program used in Baku-Supsa will be used (including horseback patrols). Other
security responsibilities will be those of the government, which is consulted
regularly on this issue.
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The EBRD representative continued that everyone is looking for peace, that the

Government’s dealings with Armenia are a sovereign decision, that the
Government was closely involved in the route selection, and that the Government
is comfortable (as are the IFIs) with the level of risk near conflict zones.

In ending, the IFC representative thanked participants for their very constructive

contributions and emphasized that the lending institutions are encouraged to
hear that there is support for the pipeline. He stressed that the lenders have been

giving serious attention to job creation and revenue management in the broader

context of the pipeline and will continue to do so.

Participant Level of Satisfaction

Of the fifty people who submitted evaluations of this meeting, forty eight felt the
meeting was conducted fairly. Most felt they had had an opportunity to express
most of their ideas and that the meeting was at least somewhat beneficial to
them. Some of the suggestions made were to:

Have information, including the agenda, distributed prior to the meeting.
Hold this kind of meeting more frequently.

Establish information centers along the pipeline route in public
accommodations, such as libraries, NGO premises, and schools.

Involve a broader group of organizations, NGOs, donor/humanitarian
organizations, more diversified community, and civil society representatives,
teachers of geography and nature studies, and representatives of Executive
Power in such meetings.

Distribute lists of participants and international experts prior to the meeting.
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BAKU MEETING
September 4, 2003

Among the nearly 150 participants at the Baku MSF meeting were
representatives of local, national and some international NGOs, representatives
of the Azerbaijan Ministry of Ecology and Natural Resources (MENR), and local
landowners and interested community members (many from the Gobustan
district). Representatives of the International Monetary Fund (IMF), UNDP,
SOCAR, the press, Azerbaijan Academy of Sciences, Azerbaijan Young
Lawyers, and The Center for Transport and Energy also attended. (Please refer
to Appendix D for the full list of participants.) Because the meeting started late
and there was such a large number of participants and lively discussion, the
meeting did not adjourn until 19:00.

The Azerbaijan Minister for Ecology and Natural Resources, Mr. Huseygulu
Baghirov, welcomed the group and made introductory remarks. He commented
on the positive influence of the BTC pipeline and the work the government has
done to make this a reality. He said that this meeting’s objective is to have
discussions among members of civil society and the Lenders, IFC and EBRD. He
recognized that the Lenders want to be very sure that this project is designed
and constructed as well as it possibly can be. He was encouraged that the local
people who most understand the importance of the project were participating in
the meeting.

Following the opening welcome by the Minister, the representatives of both IFC
and EBRD greeted the participants and thanked them for their interest in
attending this meeting. They made the point that the Environmental and Social
Impact Assessment (ESIA), which was disclosed to the public in June 2003,
would be open for comment for a period of 120 days (until 14 October for EBRD
and 8 October for IFC). They expressed the importance of the project for both
EBRD and IFC—that the BTC pipeline, ACG Phase |, Shah Deniz and the South
Caucasus Pipeline are all about unlocking the oil and gas potential of the
Caspian Sea. They believe that the projects will bring benefits to the people of all
countries involved, not only financially, through revenue generated, but also
environmentally, through avoiding the Bosphorus, as well as through
employment, skills transfer, compensation for land use and community
investments. Finally, they emphasized their commitment to ensuring that the
project is safe, fair, and sustainable.

The meeting then began, with environmental and economic questions consuming
most of the discussion.
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PARTICIPANT COMMENTS AND CONCERNS

Land acquisition and compensation issues

One speaker said that his understanding is that municipal lands are not
compensated and he wondered why.

IFC said that there are approximately 4150 families and 102 municipalities which
own land in Azerbaijan along the BTC pipeline route. According to the Host
Government Agreement (HGA) signed between BTC Co. and the Azeri
government, the “state authorities” are responsible for securing rights for BTC
Co. to construct and operate the pipeline. With regard to municipal lands, he
stated that municipalities are being compensated according to Azerbaijan law.

[Please note: As outlined in the BTC Project Resettlement Action Plan (RAP)
Part B (Azerbaijan), “under the terms of the BTC Host Agreement, rights to use,
possess and control necessary municipal and state land will be granted by the
State Authorities at no cost to BTC Co. In the case of municipal land, the State is
legally obliged to pay municipalities for withdrawal of their lands.”]

A participant commented that the Agro-Eco Center has interviewed 1200
residents from Aghstafa District to Kurdamir. Their results were that 120
residents did not understand the compensation contract that they signed with
BTC Co. The Agro-Eco Center wanted to express their opinion that the
consultation process was not done well.

In response to the Agro-Eco Center's comment, a BTC Co. representative stated
that his information was that the report to which the speaker referred showed that
95.8% of the 4156 landowners who signed agreements said that no one put any
pressure on them to sign agreements or contracts with BTC Co. Those
interviewed reported signing of their own free will and with a full understanding of
what they were signing. Consultation with all affected land right users had been
undertaken thoroughly and each had been visited at least once.

Employment comments and concerns

Many participants from nearby communities were concerned about potential
employment and asked about the selection criteria for hiring local staff. Although
the BTC pipeline covers 442km in Azerbaijan, 248km in Georgia and 1060km in
Turkey, the number of employees in Azerbaijan is 2300, in Georgia 2500 and in
Turkey 5000. Why is the number of Georgian employees greater than
Azerbaijan?
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An IFC representative answered that from the beginning, the focus has been on
hiring local citizens. Workers are divided into skilled, semi-skilled, and non-skilled
categories. Today, total staff in Azerbaijan is 1309—952 or 73% are Azeri
nationals. Contractors, too, have a national employment target of 70%.

Regarding the relative numbers of people hired in each country, the numbers
shown reflect those hired during the height of the construction period. The
construction of the pipeline in Georgia is more difficult than in Azerbaijan
because of the mountainous and rocky lands there. In addition, there are three
pumping stations in Georgia. The local staff working in the pumping stations
constructed in Azerbaijan was not reflected in the figures shown in the chart the
speaker referred to. When those staff are added in, the numbers for Azerbaijan
and Georgia are more closely aligned.

Environment and technical issues

Considering the environmental implications of the pipeline, a participant asked
why BTC Co. arranged separate meetings with scientists, NGO representatives,
and landowners, and if it would have been useful to arrange combined meetings?

BTC Co. explained that they arranged numerous separate meetings in
Azerbaijan to explain and discuss different aspects of this project. They often had
separate meetings with scientists, NGOs, and landowners because each group
had specific interests that could be focused on at each meeting.

A participant asked the distance between the Baku-Supsa and BTC pipelines, to
which the lenders responded that it is generally 28 meters. The Baku-Supsa
pipeline is parallel to BTC for approximately 60% of its length. Where they are
parallel to each other, the distance between them is always at least 25 meters.

A participant asked the capacity of the Bosphorus and how this will change after
these new projects are realized. An EBRD representative noted that a key
component of this project is avoiding the Bosphorus.

Another question was asked with regard to how the pipeline might cause damage
to the environment. For instance, if there is an oil spill or leak which causes
damage to land or crops, who is responsible for paying? An EBRD representative
answered that BTC Co. will respond if there is a leak in the pipeline and will be
responsible for assessing claims for compensation if there is damage to land,
crops, or pastures that is attributable to any leak from the pipeline. However, he
went on to emphasize that this pipeline has been designed to avoid the most
sensitive areas and to minimize the potential for leakage.

An engineer in the audience commented that there would be a
telecommunication line constructed along the pipeline that will be used only by
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the pipeline itself. Why not construct public information infrastructure along the
pipeline?

An EBRD representative answered that there will indeed be a fiber-optic cable
along the pipeline for the company’s use in communication and leak detection.
However, there is currently no plan to link this with the Azerbaijani
telecommunication network. Providing the people of Azerbaijan with
telecommunication service and infrastructure in general is the government’s
obligation, not that of a private oil company. However, the revenues derived from
the BTC pipeline project should allow the Government to increase their spending
in this regard.

A question of great interest to several people in the meeting (including those who
remained until 19:00) had to do with the Gobustan Cultural Reserve. An NGO
representative noted that there are many historical and cultural monuments (rock
carvings) in Gobustan. If there are leaks or explosions because of the pipeline,
what will be done to avoid destroying the preserve?

An EBRD senior staff responded by saying that IFC, EBRD, and BTC Co. have
great respect for the importance of the Gobustan Cultural Reserve, a critical part
of Azerbaijani’s cultural heritage. However, due to certain constraints outlined in
the ESIA, it was not feasible to move the pipeline completely away from the area
designated as the Gobustan Cultural Reserve. While the pipeline will cross 900
meters of the reserve, the pipeline will pass approximately 1000m away from all
known cultural artifacts. The width of the construction corridor will be reduced
through the reserve and archaeologists will be present during earth moving and
excavation activities. BTC Co. will sponsor the development of a Strategic
Environmental & Cultural Plan that will assist the Azerbaijan Ministry of Culture in
its efforts to obtain recognition of the Gobustan Cultural Reserve under the World
Heritage Convention. These actions satisfy the requirements of IFC’s Cultural
Properties policy.

The pipeline was designed to the highest international standards to prevent any
leakage and to comply with IFC’s Management of Cultural Property policy. State
of the art leak detection and pipeline shutdown systems are included in the
project to minimize potential impacts in the unlikely event of a leak.

Community investment issues and SME Development

A local NGO representative asked which NGOs won the CIP competition and
why local NGOs were not allowed to participate? A BTC Co. representative
answered that local NGOs were allowed to participate and that the organizations
chosen to work on the community investment programs in Azerbaijan are Save
the Children, FINCA, International Rescue Committee, and Mercy Corps. These
organizations were selected through the proposal review process, conducted by
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internal and external reviewers. These organizations are working in close
collaboration with local NGOs such as Umid, Ganja Business Club, and other
civil society and agro-information organizations.

Economic, financial and political issues

A local participant asked the rate of return for loans for this project. How much
will Azerbaijan earn from the projects in a year, after ten years, and what are the
criteria for the lending of these funds?

An EBRD representative answered that the Lenders are comfortable that the
BTC project is commercially sound, based on transportation of ACG volumes.
The benefits of the project will depend on oil prices, among other factors.
Regarding other criteria for the loan, this is a private loan, so there will not be
disclosure of interest rates. However, USD $400 to $600 million will be loaned for
12 years, if the Boards of the two lending institutions decide to make the loans.

A participant asked if these two lenders had financed such projects before. IFC
answered that they have financed large oil pipeline projects in the past, such as
the Chad-Cameroon pipeline in Central Africa. This project had a 3.5-year
construction period and is now almost complete. In addition, both IFC and EBRD
financed the Early Oil project, which included the Western Route Export Pipeline
(WREP) and Northern Route Export Pipeline (NREP).

The questioner asked why the agreements between BTC Co. and the
government of Azerbaijan (e.g., the Production Sharing Agreement or PSA) were
not disclosed. It was answered that the agreements are available in English and
have been on the project’s website since mid-2002. They will soon be available
in Azeri on BTC’s website.

In opening comments, the EBRD representative had mentioned that EBRD and
IFC are open to comments until mid-October. An audience member commented
that on October 15 there are presidential elections in Azerbaijan and asked if
there was any connection between those two dates.

EBRD answered that there is no connection between the date set for
Azerbaijan’s elections and the lenders’ comment period. EBRD has 26 countries
of operations in which it works on financing projects; there are always countries
that are holding elections while we are appraising projects. The timing of
elections has no influence on the timing of the due diligence or public disclosure
on individual projects.

A participant asked why Azerbaijan’s State Oil Fund is financing the BTC pipeline

rather than supporting the non-oil sector. An IFC representative responded that
the investments from the Fund could be made in projects of national importance.
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He also emphasized the International Monetary Fund (IMF) and World Bank
Group (WBG) roles in the creation of the Fund, as well as their role in promoting
increased transparency of its activities.

Questions then followed regarding safety of people and the pipeline in light of
current conflicts in the region.

It was noted that currently the Kurdish terror organization has announced war
against the Turkish government. In addition, there are other ongoing conflicts in
the Caucasus. What are the lending institutions doing to assure the pipeline will
be protected? How will EBRD and IFC resolve the conflicts along the pipeline?
Why is the pipeline passing through conflict areas? How will the rights of people
living along the route of the pipeline be protected?

Both IFC and EBRD representatives responded to these questions. Regarding
the security of the project, there are two levels of responsibility. The first is the
day-to-day level, for which BTC Co. must provide security. As mentioned before,
the BTC security plan is the same as that for the Baku-Supsa pipeline — through
horsemen from the local communities patrolling the buried pipeline route. The
governments also have security responsibilities, as described in the Host
Government Agreement (HGA). These include responsibilities to protect the
pipeline and to assure that every citizen’s right to live in safety is respected. To
protect the rights of the people, all three governments have signed a joint
statement. In this agreement the parties confirm their mutual commitment to the
goal of promoting compliance with human rights principles, including those set
forth in the Universal Declaration of Human Rights, the UN Basic Principles on
the Use of Force and Firearms by Law Enforcement Officials, UN Code of
Conduct for Law Enforcement Officials, the European Convention on Human
Rights and, in a manner consistent with national laws, the Voluntary Principles on
Security and Human Rights.

Further, the pipeline does not pass through conflict areas in Azerbaijan. It also
avoids the areas in Turkey where there is historical conflict between the Turkish
government and Kurdish para-military groups.

A participant asked what the lenders could do to solve conflict problems.

EBRD and IFC responded that they were established to finance private sector
projects. Their mandates do not allow them to interfere in the internal politics of
member states. Both institutions, however, hope that there will be a peaceful
solution to the ongoing conflicts in the region and that the pipeline, which
requires close co-operation of the three countries, may contribute to the stability
in the Caucasus.

The meeting lasted until 19:00 with some participants continuing the dialogue
informally with EBRD and IFC staff.
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Participant level of satisfaction

Of the 65 people who submitted evaluations, 80% felt the meeting was
conducted fairly and that they were generally able to express their ideas and
concerns. Half had suggestions for how the meeting could have been made
better for them. Some of these ideas were:

e Be clearer on the objectives of the meeting.

e Provide simultaneous translation.

e Distribute information on the meeting in advance.

¢ Invite more environmental specialists and mass media representatives.

¢ Hold smaller meetings; discuss environmental, economic, land compensation,

etc. issues separately, in several different events.
e Have interviews with NGOs and other stakeholders prior to the meeting to

develop the agenda (Note: CDR Associates did meet with many NGOs prior

to the MSF meetings to hear their concerns and what they would like to
achieve in these meetings).

e Hold “awareness raising” workshops for local people and NGOs.

¢ Organize joint discussions with Turkish and Georgian parties.

e Get more answers from BTC Co., rather than from IFC, and EBRD.

e Allow the public to have the final say on process (such as lengthening the

agenda when more time is needed); use flipcharts more, for notes and issues;

rely more on local facilitators.
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GEORGIA

The two Georgia meetings were both very well attended (the highest number of
participants of all three countries), were characterized by impassioned arguments
on all sides of the issues, and were especially focused on the environment and
land acquisition/ compensation. There were considerably more NGOs—local,
national, and international—who attended these meetings than those in
Azerbaijan or Turkey. People seemed very well informed and committed to
ensuring that the best interests of the country of Georgia and its people were
carried out.

BORJOMI MEETING
September 8, 2003

Over 200 people attended the meeting in Borjomi. The participants included
among others, representatives of many local NGOs—including the “East-West
Corridor” NGO coalition, Green Alternative and Georgia Academy of Sciences;
some international NGOs—including the World Wildlife Fund (local, UK and
international branches) and CEE Bankwatch; community leaders; representatives
of the local administration; the media; Georgian International Oil Company
(GIOC); Georgian Ministry of the Environment; school administrators; USAID;
Georgian scientists and experts, as well as other local associations. Local
citizens were especially well represented, with several large groups in
attendance. (Please refer to Appendix D for the full list of participants.)

The press was present prior to the meeting to interview the IFC and EBRD
spokespeople and the general level of interest was extremely high. Issues
regarding land compensation and environmental protection dominated this
meeting (with some political and financial comments and questions); somewhat
less attention was paid to employment and community investment comments.

The Provincial Governor of Borjomi attended and participated in the meeting but
did not make opening remarks. IFC and EBRD representatives made
introductory statements and welcomed the group, describing their interest in the
BTC Pipeline and the South Caucasus Pipeline (SCP), which only EBRD is
considering financing.

The EBRD representative explained that the primary objective for the two lending

institutions at this meeting was to hear the views and concerns directly from
interested and affected people, especially regarding the financing of the pipeline.
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She also clarified the disclosure process, emphasizing that no final decisions
have yet been made and that comments regarding the project may be submitted
until October 14 and October 9, for EBRD and IFC respectively.

CDR’s local facilitator introduced the meeting guidelines and obtained
participants’ general agreement to support them.

PARTICIPANT COMMENTS AND CONCERNS
Land acquisition and compensation issues

Many participants were interested in how pasture lands are classified, how and
when compensation will be provided, how irrigated and non-irrigated pastures will
be treated, what will happen to pasture lands when the pipeline is no longer
used, etc. There was also a question, asked by a representative of the Coalition
of NGOs “East-West Corridor,” regarding the handing over of lands from the
state forestry to communities for pasture land.

Regarding the issue of compensation for pastures, an IFC representative
mentioned that they were aware of the issue. According to Georgian law,
pastures and meadows were formerly state property, but recent legislation has
provided for transfer to community ownership. BTC Co., in cooperation with
village communities, will define sizes of pastures affected by the pipeline and the
pastures that are being registered and transferred to community ownership. The
compensation payment will then be transferred to a community bank account. In
response to a further question regarding compensation for registered pastures in
highland zones, the BTC coordinator of land related issues answered that 24,000
GEL would be paid for each hectare. The money would be transferred to the
account of legally registered “temi” organizations.

Regarding lands that change from state forestry to pasture lands, it was noted
that many communities were eager for state forestry lands to be handed to them
as pasture lands. In this way communities would become eligible for
compensation. However, the IFC representative noted that this issue had to be
sorted out between the state and the community. If the state agreed to hand over
the state land to the community as pasture land, then BTC Co. would take
responsibility for the compensation.

In answer to the question regarding irrigated and non-irrigated lands, IFC
emphasized that the classification of irrigated versus non-irrigated lands is the
responsibility of the state, which then provides BTC Co. with a list of irrigated and
non-irrigated lands.

An essential aspect of the project is to ensure that all land is reinstated to its
previous condition after the construction is completed. IFC and EBRD made it
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clear that they will monitor this very closely so that it complies with their policies
and standards.

An IFC representative addressed the issue of decommissioning of the pipeline (in
answer to the concern about what will happen when the pipeline is no longer in
use). Since the pipeline is buried, land-users are able to utilize the land during
the life of the pipeline, with certain restrictions, as well as after the pipeline is no
longer in use.

A related question was asked by a representative of a Sakhuneti village, who
raised the issue of arable lands that were crossed by the pipeline in her village.
The lands are managed by the local administration (the sakrebulo), on behalf of
the village. The representative stated that villagers were told that they were not
eligible for compensation and that only the sakrebulo would receive
compensation.

To the Sakhuneti village representative’s question, a BTC representative
responded that the situation regarding pastures and communities along the
pipeline was very complex in Georgia. It should be made clear that the
responsibility for providing details as to the classification, ownership, and areas
of land affected lies with the state authorities. Further, for arable lands described
as owned by the state but utilized by local communities or villages, under the
terms of the agreement between BTC Co. and the Georgian government (the
HGA), the users of that land would receive compensation for crop damage or
loss. The project has access to state land without any payment to the state itself.
It is also important to differentiate between the two types of compensation. The
first is the payment for the purchase of land from private owners or a village and
the second is payment for crop losses or other damage caused by pipeline.

[Note: For more information on land acquisition and compensation, interested
individuals should consult the BTC project Resettlement Action Plan (RAP) and
Guides to Land Acquisition and Compensation (GLAC). These are available on
caspiandevelopmentandexport.com.]

A community member from Atskuri asked how long it would take to receive
compensation if a community-based organization (temi) has already been
formed. An IFC representative noted that regarding payment or compensation,
first a community organization (temi) must be registered and agreed to among all
parties, which takes some time. However, as soon as registration is completed,
the payment would be immediate. In the case of Atskuri, all documents were in
place except for a requirement that the sakrebulo confirm the official number of
villagers in that village.

An Armenian-speaking Georgian from Askhaltsikhe commented about the lack of

information regarding the construction of the pipeline in their region, saying that
information went on local TV only in Georgian. Regarding information for people
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who do not speak Georgian, the IFC representative explained that some
informational material was offered in both Georgian and Russian. Russian was
provided for those who do not read or speak Georgian. The IFC representative
provided the name of the contact person in Akhaltsikhe who could provide
information regarding the pipeline project in Russian.

Environmental and technical issues

On behalf of the village population, a community member from the village of
Tiseli in the Akhaltsikhe region expressed deep concern that their land is subject
to landslides. The speaker emphasized that the houses of villagers are in such
bad condition that even a minor earthquake would cause destruction. The
experts were asked to go back to the village and study the existing situation on
site.

In addition, a representative of WWF International stated his belief that this
pipeline project offered many potential advantages for Georgia. He said that
WWEF had been working in Georgia for many years, with a focus on Borjomi-
Kharagauli National Park, and that they have also worked with oil pipelines in
many other international situations. Their experience is that all pipelines leak. In
Georgia, WWF has concerns regarding the vulnerable environmental zones of
Ktsia Tabatskuri and Borjomi. The concern regarding Borjomi is that the pipeline
crosses two areas of major landslide activity. One is Kodiana pass and the other
one is Tskhratskaro, which is also an area of high seismic activity. WWF stated
that, according to BTC Co., in case of a rupture in the pipeline, it would take ten
minutes to turn off the valves and close the pipeline. However, WWF noted that
in those ten minutes, over 25,000 gallons of oil would leak from the pipeline. So
there exists the threat of pollution of Borjomi drinking water supply and possibly
of Borjomi aquifers as well. WWF presented the following two questions to the
Lenders and to BTC Co.: (1) could they guarantee that there would be no oil
leakage in Borjomi? and (2) if there were a leak, would there be compensation?

An EBRD representative stated that both the Lenders and BTC Co. recognize
that slope stability in the area mentioned is a known issue. Detailed geo-
morphological and geological mapping, combined with instability analyses, have
recently been completed in this area, using both international and local experts.
The pipeline has been routed in such a way as to avoid the major landslide
zones and the detailed analysis recently completed helped to enhance stability of
the areas surrounding the pipeline using geo-technical engineering designs.
Detailed terrain stability assessments were carried out along the entire pipeline
route including Kodiana Pass and Tskhratskaro Pass. Safe areas within the
landslide zone at Kodiana Pass were identified and the final alignment was
selected to ensure the pipeline remains within these defined safe areas. At
Tskhratskaro Pass, the pipeline crosses shallow debris flows, which are not
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major landslide areas. Due to the topography, the pipeline will be installed below
the depth of the shallow debris flows.

With respect to mineral water, there have been several meetings with WWF to
discuss the possibility of contamination of the deep Borjomi mineralized aquifer.
The preponderance of evidence suggests that deep mineralized water is not at
risk in the unlikely event of a leak from the pipeline.

In assessing the risk of the pipeline through the Borjomi area, the project sponsor
applied internationally accepted methodology to consider environmental risk as a
function of probability of a leak and the consequences of such an event. Given
the factors of safety applied in the design, construction, and operation of this
pipeline, it can be stated that the likelihood of a leak on this pipeline is negligible.
While it cannot be 100% guaranteed that there would be no spills, the
environmental and social mitigation in place will deal with the risks that have
been identified and presented in the ESIA documentation. In the unlikely event of
a leak, BTC would mobilize a dedicated, specially trained, in-country oil spill
response team who has bases strategically placed along the pipeline route, one
of which is within the Borjomi area. In the very unlikely event of a major leak, an
international specialist team, trained and equipped to deal with major oil spills
throughout the world, would support the in-country oil spill response team. BTC
Co. would compensate affected parties for any damages, as required under the
HGA.

An IFC representative replied to the first question regarding a guarantee that
there will be no oil spill saying, that at no time has IFC ever said that there will be
no risk of an oil spill on any project. Our task is to reduce and mitigate the
probability of this risk, he said.

Some local Borjomi representatives responded a WWF comment that local
people had not been informed about, and did not understand, the consequences
of the risks of oil spills. These local representatives said that they did indeed
understand the risks and believed that they were acceptable. The
representatives stated that the area is in desperate need of development
initiatives and they believe that the pipeline project would serve as a catalyst,
providing many opportunities for them. WWF had been working in the area for 13
years and these representatives said that WWF had made many promises, such
as cleaning up and improving water supply systems in the Borjomi area, but
nothing had ever materialized from that.

A member of the Academy of Ecological Sciences, on behalf of his colleagues,
made a statement to confirm the organization’s support for the project, even
though they are still working on specific details. They are pleased that their
proposal regarding three level monitoring had met with consideration and
understanding. (Under this monitoring plan, implementers will conduct the first
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level; the second will be the scientific stage; and the third will be carried out by
civil society, which they consider rather a unique experience in world practice.)

Another local scientist commented that Borjomi aquifers, over two centuries old,
had never seen a case of contamination. He believed that the contamination of
the Borjomi aquifer is very unlikely in the future as well, as nature takes care of
the safety of aquifers. He commented that the aquifer is present at a great depth
in this area, and that an impermeable layer covers it.

Scientists from the Academy of Sciences of Georgia, a representative of NGO
coalition “East-West-Corridor,” and the WWF Caucasus all made their comments
regarding potential contamination of water resources of Borjomi.

On another topic, a representative of the Union of Environmental Protection,
Akhaltsikhe, asked who specifically would be engaged in soil and land use
reinstatement and who would implement removal and later return of endemic
species to their original places?

An EBRD representative responded that the 44-meter construction corridor
would be restored to the extent possible, without trees being placed directly over
the two pipelines. In addition to restoration of the corridor, for every tree felled in
the corridor, one and a half trees would be planted in another location. BTC is
responsible for these activities in coordination with the state forestry commission
and local specialists. A number of rare floral species that were found to exist on
the 44-meter corridor have been transplanted to local botanical gardens. Under
the supervision of BTC Co., these will be replanted on the right of way (RoW)
during reinstatement.

A question was asked regarding the protection of cultural heritage. In response to
that question, IFC stated that BTC Co. had developed specific procedures in
respect to cultural heritage protection to comply with IFC/World Bank standards.
BTC Co. is cooperating with the Centre for Archaeological Studies and the
Cultural Heritage Protection Department (CHPD) on all phases of the heritage
work. In consultation with the CHPD, BTC Co. has compiled a list of 22
monuments that were potentially susceptible to impacts. Mitigation plans have
been agreed to and fieldwork is underway to implement them.

A participant asked whether the Lenders’ monitoring process could be done in
partnership with local NGOs. EBRD and IFC answered that they monitor projects
jointly with independent external experts and these international experts are
encouraged to do local subcontracting. In that context, Georgian organizations
may be involved in future stages of monitoring.

Concerned citizens from the village of Dgvari also raised concerns regarding the

risk of landslides near their village not associated with construction of the
pipeline. They asked if the Lenders would look into this.
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[IFC followed up on this issue after the MSF meetings. IFC now understands that
the Georgian Government has had a program in place for some years now to
resettle Dgvari because the village site is situated within an area that has been
subject to previous landslides, but that the resettlement has not been completed
because of a shortage of funds. The settlement is close to, but not directly
affected by the BTC pipeline. The following actions have been taken: 1) The
settlement and its environs have recently been mapped in detail by BTC
geohazard/landslide specialists at the request of the Georgian Government, and
fieldwork was completed in October 2003; 2) A draft report is currently being
prepared by BTC Co. and recommendations to address the problem at Dgvari
will be included in a report to the Georgian Minister of Environment (MOE); and
3) BTC will produce a brief report for public release.]

Economic, financial and political issues

A representative of the NGO Coalition “East-West Corridor” stated her
appreciation for the BTC pipeline project and commented on its great importance
in improving migration problems from villages to urban areas by providing
opportunities outside of urban areas.

A question was raised regarding the funding of this project. How long will the
financing of this project last and what will the interest rate be? In response to the
financing question, an EBRD representative emphasized that the loan is a
commercial one to BTC Co. and is considered in the range of USD $400 to $600
million over a period of twelve years. The loan interest rate cannot be disclosed
because of the confidentiality of commercial information.

A participant raised an issue regarding corruption in land compensation. He
asked how the Lenders would deal with this and asked whether the Lenders
were aware of the investigation being conducted by the Georgian Parliament.

The Lenders were not aware of such an investigation. The Borjomi Governor
acknowledged certain cases of financial violations, and stated that BTC has
promoted a transparent process. He said that he believes that this project is
addressing various violations and weaknesses within Georgia, which will
contribute to future development of Georgian statehood. He also noted that the
investigation by Parliament was to address a broader set of concerns and that it
was not specifically related to the project.

IFC commented further that BTC Co. has taken special care to ensure that
compensation payments are conducted safely and transparently. For example,
BTC Co. has arranged with the Bank of Georgia to provide a facility that allows
landowners owners to establish an account free of charges. Landowners
receiving compensation are asked to come to the bank directly to pick up their
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money. Additionally, BTC Co., in the land compensation process, has brought a
third party independent NGO, the Association for Protection of Landowners’
Rights (APLR) into the process. This was designed to provide assistance for
landowners and to ensure transparency for their land acquisition and
compensation process. The involvement of APLR, the use of notaries and the
carrying out of transactions on secure bank premises provides less opportunity
for extortion or corruption. Finally, corruption is not a BTC Co. responsibility and
should be addressed by the Government of Georgia.

In closing the IFC representative indicated that the two institutions are pleased
with the public’s level of the knowledge of the project and that both IFC and
EBRD are committed to continuing public access to information. He said that
NGO participation in monitoring is very important, especially in the area of land
compensation. He appreciated the discussions of seismic activity, archaeological
research, employment, and reforestation—and hopes that these dialogues will
continue. He thanked the group for their energetic participation in this meeting.

The meeting was concluded by an address by the Director of the Georgian
International Oil Company.

Participant level of satisfaction

Fifty people submitted evaluations. Most felt the meeting was conducted fairly,
that they were able to express their ideas, and that overall it was a useful and
beneficial experience. Several made the suggestion that smaller groups (perhaps
limiting the numbers from certain villages) should have been assembled, which
would have made the dialogue more manageable. Some felt that EBRD and IFC
seemed to be speaking in support of BTC Co. and of the project, rather than
listening non-judgmentally to input that was being given. Others wished for more
focus on specific issues, with longer and more detailed responses and attention
to solutions of the problems presented. There was also a desire, by some, to
hear more from NGO and community interests and less from the scientific
community.
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TBILISI MEETING
September 11, 2003

There were approximately 220 people at the final MSF meeting held in Thilisi.
Attending were landowners and land users (many from the Tsalka area);
government representatives including the Georgian Minister of the Environment
and Director of Georgian International Oil Company (GIOC); representatives of
the state Department of Geology; many local, national and international NGOs;
members of the scientific community from government, universities and the
private sector; international representatives from UNDP, GTZ and USAID;
students and many others. (Please refer to Appendix D for the full list of
participants.) This was the largest audience of the six meetings. Many
participants had attended the Borjomi meeting earlier in the week and came to
this meeting with prepared statements.

Representatives of IFC and EBRD described their individual mandates as well as
their goals for this meeting. The facilitation team (CDR Associates) then
welcomed the audience, described the meeting guidelines, and asked
participants for their commitment to following the agenda and the meeting
process. Having received a general agreement from the audience, the facilitators
opened the meeting.

PARTICIPANT COMMENTS AND CONCERNS
Land acquisition and compensation issues

A member of the Young Lawyers’ Association raised a question regarding the
form of land acquisition applied in the BTC project in Georgia. He asked why the
land was purchased and why other forms of land acquisition such as leasing,
which was applied in Azerbaijan and Turkey, were not applied. The speaker
noted that in signed contracts it was not indicated that after use of land
purchased by BTC Co., the land would be returned to its original owner.

In answer to this question, the difference in forms of land acquisition utilized in
Georgia and in Azerbaijan was caused by the fact that Georgian legislation did
not provide other options other than buying the land. There was confirmation by
BTC Co. that the acquired land would be returned to its original owner to use,
subject to some conditions, such as restrictions on building and growing large
trees, which was clearly stated in the RAP. The relevant documentation and
agreements, which are under discussion with the Georgian government, would
be worked out by the end of the year.

The Association for Protection of Landowners’ Rights (APLR) representative
commented that there are significant cadastral (a public inventory of landowners)
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problems beyond the 44-meter corridor. From APLR’s perspective, landowners
have received good levels of compensation. The unfortunate problem of potential
corruption is the responsibility of the Georgian government.

An IFC representative responded that within the 44m corridor, BTC Co.
successfully settled these cadastral problems by conducting additional historical
research. Outside the 44m corridor, cadastral problems are the responsibility of
the Georgian government. IFC noted that they, too, were concerned about
corruption and that they believe the necessary controls were in place at the BTC-
level to ensure transparency and fairness. Ultimately, this is the responsibility of
the Georgian Government.

Green Alternatives (a Georgian NGO) was concerned that, although the process
of land compensation is well underway, there is still the issue of the classification
of orphaned and isolated plots of land beyond the 44m corridor. Whose
responsibility is it to determine whether the plot of land was orphaned or isolated
and who is responsible for compensation for those orphaned or isolated plots?

According to an IFC representative, BTC Co. purchased the 44m strip. In cases
of orphaned or isolated pieces of land that could not be used productively or
accessed easily, the land right holder could approach BTC Co. to request
compensation. Each case was different and would be examined on the ground
with BTC Co. and the land right holder. If it were found that the use of the
orphaned or isolated piece of land was restricted by construction of the pipeline,
BTC Co. would pay appropriate compensation as was discussed in the Guide to
Land Acquisition (GLAC). To ensure the security of the pipeline there would be
some restrictions of land use for 7m on each side of the 44m construction strip
(i.e. the total would equal 58m, defined as orphaned and isolated).

There were several comments regarding this land acquisition issue. A Georgian
expert on legal issues explained that, although the Civil Code of Georgia
provided for various forms of land acquisition, the population of Georgia gave
preference to the present land acquisition process (i.e. purchase of land). The
speaker also referred to Georgians’ free choice regarding the form in which they
own lands under community ownership regulations. As village populations may
not fully trust village governance, community groups have formed unions
independent from official authorities.

A representative from Azerbaijan also made a statement. He had been present in
both the Ganja and Baku MSF meetings and had traveled to Tbilisi to make
known his concerns. He came to Tbilisi because he wanted to understand
whether the level of compensation was higher in Georgia than in Azerbaijan. He
understood that the land was purchased in Georgia and leased in Azerbaijan,
and this resulted in differences in compensation. An IFC representative stressed
that, although there were differences in the way land was acquired or leased, all
land users in all three countries were compensated for impacts to crops and
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other assets on their land. The rates of compensation were at least equal to local
market rates (and were generally well above).

Environmental and technical issues

There was a general recommendation from a participant that a public or NGO
monitoring process be established during the project’s implementation stage in
order to clarify ambiguous issues. The speaker addressed opponents of this
project with a proposal to create a joint “trust” team, which would discuss issues
in working groups, rather than at such large public meetings as this.

An NGO, Caucasus Environmental NGO Network (CENN), raised the issue of a
potential pipeline leak in the Borjomi region. It was reported in Borjomi that in
case of a leak from the pipeline, there would be a maximum of ten minutes
between the start of the leak and shutdown of the valves. The speaker noted
that, according to WWF, in such a case, in ten minutes approximately 25,000
gallons of oil could leak out. The speaker specifically asked a question about
certain areas that are hard to reach such as Borjomi Park or mountainous
regions. How would it be possible to get a team of “experienced workers” to
those sites within a short period in case of a pipeline rupture?

Another question was asked about the choice of pipeline route. Although there
were four alternatives, only the Borjomi route was selected — apparently the
most hazardous to the environment. Why? And a further question regarding the
risks to Borjomi was who would take the responsibility for damage compensation
in case of leakage or oil spill in Borjomi (or in other regions of Georgia)?

An EBRD representative responded to the Borjomi leakage question. As was
noted in Borjomi, EBRD gave assurance to the audience that the risk of such a
leak was very low, as the pipeline has been designed to highest international
standards as well as to IFC and EBRD guidelines. In addition, in the Borjomi
area, additional mitigation measures were taken, including increased wall
thickness and installation of additional valves. In the unlikely event of an oil spill
or a leak, ten minutes is the response time needed to shut down the pumps and
make the pipeline system safe, followed by a further ten minutes to close the
mainline block valves (undertaken remotely from the pipeline control room). The
maximum predicted spill volume resulting from a full-bore rupture is
approximately 6,000 cubic meters. This figure is based upon a conservative 20-
minute pipeline system shutdown duration, which has been used to form the
basis of the QOil Spill Response Planning.

An IFC representative added that, with regard to the selection of the Borjomi
route for the pipeline, both IFC and EBRD spent considerable time analyzing the
various options that had previously been considered by BTC Co. The alternatives
were reviewed while considering a number of criteria, including environmental
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and social constraints, constructability, long term integrity of the pipeline, terrain
as well as geo-hazard constraints, and geo-political constraints. The Borjomi
route was finally selected based on all these aspects. This was documented in
the BTC pipeline revised routing report, issued in May 2003, and included in the
EBRD and IFC disclosure package. The Lenders’ independent environmental
experts also reviewed the data and concluded that the chosen route was the best
option available, given the geopolitical and security constraints.

A further response was made to the question of who is responsible for damages
in case of leakage or spill. EBRD answered that it is BTC Co.’s responsibility to
compensate under such circumstances. Legally, BTC Co. is liable to third parties
for any loss or damages they may suffer because of breach of the standards of
conduct in the project agreements. Also, the standards of conduct set up in the
Georgia HGA should under no circumstance be less demanding than those of
the EU.

A question was asked if there were measures formulated in writing specifically
regarding a system for handling leakage and spillage that would provide
immediate response in case of accident. EBRD responded to that there is a
comprehensive framework Oil Spill Response Plan (OSRP) that is part of the
ESIA documentation. The detailed Oil Spill Response Plans are currently under
development and will be submitted as drafts to the Georgian government,
probably by mid-October of this year. These OSRPs would then be finalized in
early 2004. For sensitive areas such as Tsalka and Borjomi, there will be
dedicated oil spill response teams based near these locations to ensure timely
response in the unlikely event of an oil spill.

At this point, many local experts made strong statements supporting the safety of
the pipeline. Others claimed that the pipeline would bring significant harm to the
environment.

A participant raised a concern that accidents resulting in the fatalities of animals
in the course of pipeline construction could possibly spread communicable
diseases along the pipeline route. BTC Co. undertook a contaminated land
baseline survey done prior to construction, which included consultation with
government departments responsible for potential biological contaminants. To
BTC Co.’s knowledge there are no sites of potential biological contaminant on
the pipeline route. There is a protocol, however, to address contaminated land.

In response to a question of when reforestation would start, the answer was
given that replanting would start after the construction of the pipeline was
complete.

A participant believed that the construction in Tsalka started before BTC Co.

complied with items 5 and 10 of the environmental permit and without final
agreement with the Georgian Ministry of Environment.
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In response, BTC Co. agreed that items 5 and 10 of the environmental permit
related specifically to protection of ground waters. The BTC representative
responded that all reports concerning the protection of ground waters and
mitigation measures that were to be implemented on the pipeline within Tsalka
and Borjomi regions were complete, as per best current practices and best
technology. BTC Co. responded by saying all requirements of GIOC and the
Government of Georgia, as well as all ESIA permit requirements had been
completed prior to commencement of construction activities in Tsalka.

Community investment and SME development
Several issues were raised regarding community investment programs:

A representative of the “Social House of Georgia” inquired whether it was
possible to assist that segment of the population not eligible for land
compensation, in order to avoid feelings of frustration among neighboring
impoverished people.

A representative of the NGO “Association for the Protection of Landowners’
Rights (APLR) raised the issue of increasing migration from rural to urban areas,
especially to the capital of Georgia, because of lack of employment in rural areas
and the fact that village inhabitants could not satisfy their basic needs. The
question was if there could be programs to retain or to handle the process of
migration by creating employment through development of small and medium
size business (SMEs). In this respect particular attention should be paid to young
people. The speaker expressed the fear that the majority of the rural population
would be using their land compensation to move to cities, which would add to
both urbanization problems and the related problems of village abandonment.

In response to these questions, an IFC representative answered that the Lenders
acknowledge the importance of social and community issues. Although the
Community Investment Program would by no means resolve the economic
development concerns in local villages, still CIP may act as a catalyst in Georgia.
IFC and EBRD have been operating in Georgia (not connected to the pipeline)
since the mid-1990s. They have been working on programs to provide financing
to small entrepreneurs and businesses. However, it is clear that the BTC pipeline
offers an opportunity to dramatically increase the volume and quality of economic
development. All donors in Georgia, including IFC and EBRD, have committed
themselves to the poverty reduction strategy of the country, with a special
emphasis on small and medium size business development (SME), power sector
development, sustainability, and infrastructure development. IFC also described
briefly their own SME development work, which includes existing programs in
leasing, micro-finance, and other planned activities in support of local
entrepreneurs.
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In response to the question of a landowner as to how evenly the community
investments would be distributed among those villages which were adjacent to
but outside the corridor, EBRD explained that there are various approaches to
financing small and medium size enterprises. One is to target the communities
alongside the pipeline corridor, to be implemented during the construction phase.
In addition, EBRD, IFC, and BTC Co. are working together on larger assistance
program that would be available to the wider country after the construction phase
has been completed.

Finally, a concern was raised by an NGO regarding the lack of information on the
CIPs. In addition, the speaker was concerned about how local NGOs could be
more involved in CIPs.

IFC answered that, while selecting the NGOs to implement CIPs, BTC Co. was
most concerned to find groups who had appropriate management experience
and understanding of large-scale programs. For that reason BTC Co. selected
two international NGOs -- CARE and Mercy Corps, which have partnered in each
case with four local organizations. Thus, many of those actually working on these
grants are Georgian nationals.

Economic, financial, and political Issues

A concern of one participant was criminal behavior and the possibility of land
compensation going into the pockets of criminals. What is the attitude of IFC and
EBRD regarding this situation? Are they going to get involved in order to improve
the situation?

Regarding criminal behavior and extortion of compensation funds, EBRD
responded that both IFC and EBRD had heard about such violations. However
the EBRD representative emphasized that the local banks in the region could not
provide local security services. The local government has the responsibility of
ensuring that their people can live safely in their country. Increased prosperity,
such as that provided by this pipeline project, will also add to stability and will
enable government to fight criminal activities more effectively. EBRD also
promised to continue their policy dialogue with the Government of Georgia, as
the Government is a shareholder of the European Bank. The Bank will raise this
issue and stress its importance to the safety of the people of Georgia.

One of the participants asked why IFC has sold their shares in the Georgia Glass
and Mineral Water (GGMW) Company and what is the reason for this? Is BTC a
risk to this investment?

IFC representative stated that IFC considers the risk in Borjomi to be very small
and that it considers the benefits for the Borjomi area to far outweigh the possible
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risks. IFC wants to hear the concerns of all parties, as this is the only way an
informed decision can be made. Regarding IFC and EBRD investments in
Borjomi, IFC was a shareholder in the company and EBRD was a lender to the
company. The decision to sell IFC's shares in Borjomi was made well before it
made any decision in connection with BTC Co. When IFC invests in a company
as a minority shareholder it does not take part in the day-to-day management of
the company nor is it its role to stay in companies on a permanent basis. As a
minority shareholder in GGMW, IFC was not involved in the decision to sell to the
entity that eventually purchased the company. The commercial decision to sell
was made by the majority of the shareholders. At the time IFC also believed that
it had fulfilled its objective. IFC would not consider investing in the BTC project if
it were not convinced that the risk had been reduced to absolute minimum.

A representative from the NGO CEE Bankwatch raised several political issues:
One is that the constitutional rights of citizens of Georgia have been violated due
to an improper and illegal environmental permitting process, which they asked to
be suspended. A second concern was that the EU enlargement directorate
recently announced that they were going to start an investigation of the Turkish
section of the BTC pipeline, while taking into account Copenhagen political
criteria. The third issue was that in the United Kingdom, local representatives of
OECD received complaints about violations of OECD guidelines by BTC CO.
while implementing the Baku-Thbilisi-Ceyhan project. The question is whether IFC
and EBRD (in particular EBRD as they were not financing pipeline in Turkey)
were aware of these issues and, if so, what is their position? Finally, this NGO
asked whether the international finance institutions were going to make a
decision while the investigations were ongoing?

In response to the three concerns regarding pending investigations, an IFC
representative commented that on September 5, 2003 an NGO in London issued
a press release in which they indicated that EU Commission would closely follow
developments in Turkey in connection to the pipeline and would give an
assessment of the human rights and the minority situation (in connection with
Kurdish minority). IFC stated that they were aware of these investigations and
allegations. The EBRD representative added that, in order to be entitled to
disbursement from IFC and EBRD loans, BTC Co. had to be in compliance with
loan agreements including the HGA. Should it be determined that the company
was not in compliance with any of these legal requirements, there would be no
disbursement.

A farmer from the Axali Samgori village of Gardabani region also raised the issue
of corruption in the land acquisition and compensation process. He noted that
people had been intimidated during the process. He handed IFC and EBRD a
number of documents.

The Lenders answered that they would look into this matter. [Following the MSF
meetings, IFC and EBRD asked BTC Co. and APLR to look into this matter and
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to meet separately with the speaker. IFC and EBRD will reply directly to him to
note that his comments were taken into account and to ensure that he was given
the appropriate contacts within BTC and APLR.]

Participant level of satisfaction

Approximately one third of the participants submitted meeting evaluations. Most
felt that the meeting was fairly conducted and that they were able to express their
ideas and concerns. Like many at the Borjomi meeting, one third of those
responding felt that smaller, more targeted discussions (with separate
discussions of environmental, social, legal issues) would have been helpful. They
would have liked to see the questions submitted in advance, to encourage more
focused in-depth answers. Some community members felt that the NGO
community polarized the discussions (both in favor and against the project) and
suggested more strict enforcement of the 3-4 minute time limit on comments. A
similar comment was made by a community member, that NGOs were often
speaking for the owners or users of the land, rather than letting those people
express their own ideas, which they can do very well for themselves.
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CONCLUSION

These six meetings provided the opportunity for nearly 800 people to meet with
and talk directly to staff and management of IFC and EBRD.

Prior to these meetings, IFC validated and withessed BTC’s on-the-ground public
consultation with affected communities. Although these MSF processes are
above-and-beyond both IFC’s and EBRD’s regular consultation and procedural
requirements, it was important to both institutions that they continue the
validation process through their own multi-stakeholder meetings. Both institutions
believe strongly that these MSFs have helped to facilitate public comment on the
projects and to provide clarification on particularly complex issues. Further,
assuring transparency for a project of this size and complexity is extremely
difficult. It is hoped that having this number of local people hear directly from
senior staff of the IFC and EBRD will increase the public’s level of confidence in
these projects.

These six meetings have provided IFC’s and EBRD’s staff, management and
Boards access to a cross-section of civil society: local, national and international
NGOs; trade unions; locally affected people including landowners and other
community members; business leaders; and others. This will ultimately assist
these lending institutions to make better, more informed decisions on how large
infrastructure projects such as the BTC pipeline will affect citizens of Azerbaijan,
Georgia and Turkey.

All those involved in the organization of the meetings (lenders, facilitators,
translators and rapporteurs) would like to express their appreciation to the
members of the public who shared so much their time and their thoughts on this
extremely important project. Their participation and their patience are very much
appreciated.
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APPENDIX A

IFC/EBRD Responses to Written Questions - Georgia
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IFC/EBRD Responses to Written Questions — Georgia

Question
Meteorology and Climate: What is the attitude of the Lenders to local climate
conditions during BTC construction and the during the project’s utilization in
order to achieve environmental security? And how do you detect such
hazards as fires and other situations and mitigate the situation? What is the
volume of finances to create a database to analyze the climatic data gathered
within 10-20 years by special environmental stations along the route of BTC?
Bases of this question: (1) "Examination of initial environmental statute" and
failure to prepare documentation. (2) In the assessment of environmental
impact and other documentation there is insufficient clarification of the above-
mentioned issues. (3) The trend of past decade of global warming. (4) There
exist a variety of meteorological and climatic factors on the surface of land
and around it in certain districts of Georgia. (5) Existing conditions with the
aim to create the database of observations (for current Georgian conditions).

Remarks
Please see the Environmental and Social Impact Assessment documentation
for more information on climate change. IFC and EBRD believe these issues
have been adequately addressed.

Question
Whom should people refer to in order to sort out the rights’ violation issues
(pasture's compensations), etc.?

Remarks
People should speak to APLR or BTC Co. Land Team Members, both of
whom will be able to resolve the issues.

Question
During the employment process, would ethnicity factors be taken into
account? (Georgians/Armenians)

Remarks

No, employment will be based on skills, with priority given to villages near the
pipeline, especially for unskilled positions.
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Question
What is the amount of compensation for high-mountain villages that are in the
corridor pipeline?

Remarks
The rates are published in the GLAC for pasture/hayfields. The payment is
20,400 GEL per hectare plus compensation for crop loss for one year.

Question
Will the community receive the hay fields in addition to pastures?

Remarks
BTC Co. will pay for pastures and hayfields where these are intersected by
the construction corridor. The areas of pastures and hayfields within the
construction corridor will be purchased at the rates published in the GLAC—
20,400 GEL per hectare (plus crop loss).

Question
Resettlement of population: It is expected that population living along the
pipeline will be resettled. Are there any plans about resettlement?

Remarks
No physical resettlement will occur at any point along the pipeline.

Question
Who will use the firewood left after cutting down the forestry. Is there is a
possibility to provide schools and hospitals with that firewood?

Remarks
Wherever possible, the project will donate excess timber (which is suitable for
use as firewood) to the local communities.

Question
Employment: Reimbursement of workers working on the pipeline is 1 Lari per
hour. Don't you think that this amount is very much symbolic, (like the salaries
in general that are paid in Georgia or the pension, which is 14 Lari)? Is
anybody in your countries working for such compensation?

Remarks
Wages are dependent on the skill of each individual worker. These wages are
also dependent upon whether the individual/worker is located in a camp
accommodation or their own home.
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Question
Culture: Are there any cultural programs envisaged for local population and
pipeline workers?

Remarks
The questioner should contact the Community Investment Program. The
contractor has a cultural awareness program for all his staff. Please address
this question to the local Community Liaison Officer, who will be able to
provide additional information.

Question
What do you promise to people working in the art field? Will there be cinemas
and libraries, corresponding to European standards?

Remarks
Please speak to the Community Investment Program. A number of libraries
and village cultural centers have been rehabilitated through the infrastructure
component of the community investment program. If a community prioritizes
such projects within their Community Investment Program, then, in principle,
they can be carried out.

Question
Regarding community investment, please explain and/or comment: CARE is
implementing the Community Investment Program. Is it possible to transfer
this money to village/community accounts directly, so that people may decide
for themselves what they want to do?

Remarks
Please speak to BTC Co. Community Investment Program. CARE is working
with villages to prioritize needs and develop projects that are financed under
the CIP. In addition they are providing agricultural training, health training and
conflict resolution training to local communities. Soon they will begin
implementing energy efficiency projects in selected communities. The goal of
CIP is to build the capacity of communities to plan and develop for
themselves. Early results are that people are very pleased with the results of
their CIP activities.

Question
There are inner roads and irrigation channels that cross the fields and were
not compensated for. Will there be compensation for those lands?
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Remarks
BTC Co. will pay for any land intersected by the construction corridor and
confirmed as high mountain village pastures or hayfields.

Question
Will there be construction of roads in Tabatskuvi village (2 and 9 kilometers)?

Remarks
The project contractors have already carried out some improvements.

Question
We live in highest zone of Georgia along the pipeline (2500 meters above
sea). Are we eligible for additional compensation?

Remarks
No.

Question
What will be the decision in regard to those people who use pastures and pay
taxes already for many years, have not registered their lands for various
reasons? This use can be confirmed by the community.

Remarks
BTC Co. is assisting communities to register the necessary land so that the
communities can complete transactions with BTC Co. and receive payment.

Question
What is the compensation for the villages directly affected by the pipeline?
(The width of the village is up to 1 kilometer.)

Remarks
The amount or compensation paid depends upon the area of high mountain
village pastures or hayfields intersected by the pipeline construction corridor.
This area can only be confirmed when the state authorities finally confirm the
extent of the village lands in those categories.

Question
The pipeline is going through the village of Sakhuneti. These lands are not
officially registered. The question is if BTC Co. is paying for these places and
if this payment is allocated to the community. The pastures are situated in the

BTC Pipeline Project and ACG Phase 1 Project -- Report of IFC and EBRD Multi-stakeholder Forum (MSF) Meetings 63



village registered under Sakhusbulo. What is the amount of payment BTC Co.
is paying per hectare and will the community receive this compensation?

Remarks
BTC Co. will pay for land which is confirmed as high mountain village pasture
or hayfield and is crossed by the pipeline. Per each hectare enclosed within
the construction corridor there is a payment of 20,400 GEL plus one year crop
loss compensation.

Question
Do you envisage rehabilitation of the 4-km zone in the three villages of
Sadgeri, Tba, Tsemi? These villages are in direct line of the project and the
pipeline passes within 6-km line.

Remarks
The villages of Sadgeri, Tba, Tsemi are not within the zone (2 km either side
of the pipeline) where the Community Investment Program (CIP) is being
implemented.

Question
Why there is no information on local channels about the start of pipeline
construction and on employment of local people? (What are the conditions?)

Remarks
Different construction activities will start at different times. Construction of
camps should begin in October 2003. Specific construction activities (river
crossing) should start in November 2003. The main pipeline construction will
begin in approximately February 2004. The construction contractor will have
an information office in Akhaltsike. The community liaison officer is Kote
Chanturishrih, 899-96-33-15.

Question
Villages Tsemi, Tha and Sadgeri possess sufficient hydro resources if the 100
year old Borjomi hydro power station construction in Borjomi park, where
work stopped due to the lack of funds, is completed. Is this issue envisaged in
the development of infrastructure?

Remarks
The villages of Sadgeri, Tba, Tsemi do not fall within 2 km either side of the
pipeline zone where the Community Investment Program (CIP) is being
implemented.
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Question
Please specify if anything will be done to develop infrastructure in the town of
Vale.

Remarks
One of the components of the BTC/SCP Community Investment Program is
infrastructure rehabilitation. The Community Investment Program (CIP) is
being implemented in 77 villages along the BTC/SCP route. Vale is one of the
villages. CARE, an international NGO, is leading implementation of the CIP in
Akhaltikhe. The CIP can be contacted through Gia Glonti on 291531 or
291378.

Question
The population in Andezit, Bakuriani is having problems concerning land that
should be solved on the state level. This question can't be settled here. The
fact is that the CARE representatives assisted us in the implementation of
those projects. Thank you for your help.

Remarks
Comment noted.

Question
On the territory of Tskhratskaro, the pipeline route in one zone goes parallel
to 2.5 km drinking water line which is used by the population of the villages of
Libani, Tba, and Tsemi. The pipeline crosses this drinking water line in two
places. Will this drinking water be transported through closed pipes?

Remarks
Where the BTC pipeline crosses any existing water lines, construction would
not impact the existing lines. Water supplies would not be affected and the
area would be reinstated to better than original condition.

Question
Whose property will be the land plots where pipeline will go through? Would it
be corporate property, or property of any state and what will be the rights of
Georgia in regards to these plots?

Remarks
Land parcels subdivided and purchased by BTC Co. will remain in the
ownership of BTC Co. until the appropriate legal mechanisms are agreed to
permit return of the land (without restrictions) to the original owners.
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Question
The population of the village of Naokhrebi claim that the lands where the BTC
gas pipeline will pass were illegally taken away from people and that they
have bribed the court or judge, who actually are the landowners, as they are
paying taxes. We've addressed regional court and we are ready to take
drastic measures such as blocking the route and hindering the process of
work.

Remarks
BTC Co. relies entirely upon the State Authorities for information on land
ownership and use. Only the State Authorities and the courts can resolve this
matter.

Question
The distance between Oguari village and the pipeline is 500 to 1000 meters.
Oquiari is located in a landslide zone and 99% of the houses are dangerous
for living. This is proved by geological data and conclusions by various
commissions. We, the population of Oguari, are eager to know whether
international organizations are going to provide aid to us.

Remarks
IFC and EBRD do not provide direct aid to houses or villages. Assessments
on whether your village would be impacted by land acquisition have been
conducted as part of the Resettlement Action Plan (RAP) process. Please
speak directly to BTC Co. on this issue.

Question
We know from the Internet and the press that previous projects implemented
by BTC Co. had evoked serious environmental problems, not only within the
"corridor" but also outside. Tell us, what preventive (and emergency)
measures are envisaged by BTC Co. in order to help protect the population?

Remarks
Please refer to Environmental and Social Impact Assessment documentation
and Resettlement Action Plan.

Question
Scientific research confirms that relocation of pipeline from Borjomi valley to
Aspindza district is beneficial in many aspects (social, economic and
ecological). What would you say to that?
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Remarks
The issue of routing the pipeline through Aspindza district has been carefully
assessed. This assessment is covered in detail in the BTC Pipeline Routing
Report.

Question
More than 4.5 km of the pipeline goes through our village. 18.5 hectares of
our lands are included in the 44-meter corridor of pipeline construction by
BTC Co. But in the process of laying the pipes, the land beyond the corridor
was also damaged (6-7 meters), which caused the loss of harvest (potatoes,
wheat, etc). The construction company is not taking the responsibility for
these damages, nor have they asked owners for any permission. Lands are
spoiled and not compensated. What should we do?

Remarks
The contractor is fully responsible for any such damage caused outside the
agreed construction corridor. If any landowner believes that the contractor is
not reacting to their problems, that landowner should inform the BTC Co. staff
on site. BTC Co. will then ensure that the appropriate action is taken by the
contractors.

Question
The planned depth of the pipeline was about 2.5 meters. However, in village
Ashkala the depth is up to 3.5-4 meters. This would evoke the drainage and
drying of lands that are close to the 44-meter corridor, which in its turn will
affect the harvest (decrease it). What measures are planned in order to
compensate the losses related to agricultural products?

Remarks
The minimum depth of cover over the pipeline has been started as 1m. This
depth or cover creates a newest depth of approximately 2.5 m. In certain
sections, due to the necessity to cross obstacles such as roads, rivers, etc.
the pipeline depth has to be increased. BTC Co. specialists and engineers
decide upon the areas requiring deeper excavation, in conjunction with state
departments. Deeper excavation should not have any effect upon the
drainage or adjacent land once the pipe trench is backfilled and reinstated.
The pipe trench backfill is thoroughly compacted in layers during
reinstatement and this will prevent any effect upon drainage of the land.
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APPENDIX B

Sample Agenda
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APPENDIX B - Sample Meeting Agenda

Location
Date
930 to 1730
0930 to 1000 coffee/tea and registration
1000 to 1015 Welcome by local officials, IFC, EBRD

1015 to 1030 Facilitators
= Meeting agenda

» Role of facilitators and translators
= Meeting process and guidelines
» Preparation for meetings

1030 to 1045 IFC and EBRD

= Description of each institution
= Goals for this meeting
= Overview of project

1045 to 1100 coffee/tea break
1100 to 1230 Issue discussion
1230 to 1330 lunch

1330 t01530 Issue discussion
1530 to 1550 coffee/tea break
1550 to 1700 Issue discussion

1700 to 1730 (flexible) Final review of issues and conclusion
= Next steps
= Meeting evaluation
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APPENDIX C

Meeting Guidelines
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PROPOSED MEETING GUIDELINES
Multi-stakeholder Fora
Turkey, Georgia and Azerbaijan
August and September 2003

The goals of this meeting are to (1) provide a forum for the public to express their
views on potential financing of the pipeline and (2) allow the lenders (IFC and
EBRD) to hear directly from stakeholders before making recommendations to
their Boards of Directors regarding funding of the pipeline. In order to assure that
this forum is as successful as possible, the following meeting guidelines are
proposed:

Q

All speakers, whether making a statement or asking a question, will be
mindful of time, keeping their comments as short as possible—between 3 and
4 minutes.

After making one comment or asking one question, speakers will wait until
others have spoken before speaking again. [Both of these first two ground
rules are designed to assure that everyone has an opportunity to speak.]

Since sequential translation will be provided, speakers will be asked to speak
slowly and allow time for each part of their statement or question to be
translated.

Speakers will respect the facilitators’ responsibility to assure that comments
and questions are clear, concise and to the point. [Facilitators may have to
interrupt from time to time to clarify state