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Summary 
 
1. This Report addresses two Requests for Inspection of the Private Power Generation 
(Bujagali) Project (the “Bujagali project”)1, the Water Management and Development Project (the 
“WMDP”), and the Energy for Rural Transformation Phase III Project (the “ERT-III”). The 
complaints raise concerns about potential social and environmental harms caused by the 
construction of the Isimba dam reservoir and the consequent flooding of the Kalagala Offset Area 
(KOA).2 While the World Bank is not financing the Isimba dam, the Requesters claim the flooding 
will undermine the management of protected natural resources in the KOA, which is a requirement 
of an Indemnity Agreement (IA) signed between the International Development Association (IDA) 
and the Government of Uganda (GoU) as part of the Bujagali project. On the basis of its eligibility 
assessment and observations below, the Panel recommends to defer by up to 12 months its decision 
on whether to recommend an investigation. This deferral will enable the Panel to review an 
Environmental and Social Impact Assessment (ESIA) Addendum currently under preparation, 
which assesses the impacts of the Isimba dam on the KOA and resulting mitigation measures.  
 
A. Introduction 
 
2. On May 1, 2016, the Inspection Panel received a Request for Inspection submitted by three 
residents of the Jinja district in Uganda, supplemented with additional information received on 
June 20, 2016. The Requesters claim they will likely suffer environmental and social harm as a 
result of the filling of the Isimba dam reservoir, which will flood parts of the KOA. According to 
them, this will undermine the management of protected natural resources in violation of the IA. 
The World Bank3 is not financing the Isimba dam, neither is it involved in the filling of its 
reservoir.  

                                                            
1 The Panel previously conducted an investigation into the Bujagali project and issued its investigation report in 2008. 
See: http://ewebapps.worldbank.org/apps/ip/PanelCases/44-Investigation%20Report%20(English).pdf The Panel and 
the independent recourse mechanism of the African Development Bank, which also received a complaint, conducted 
a joint mission. World Bank Management continues submitting Progress Reports on the implementation of its Action 
Plan to the Board to date. The latest one was submitted in December 2015. 
2 The KOA includes a 10-km long stretch of the Nile River. The southern and northern boundaries of the KOA are 
about 12.5 km and 22.5 km downstream of the Bujagali plant. The KOA includes two forest reserves on the river 
banks, the Kalagala Central Forest Reserve (CFR) and the Nile Bank CFR. Specific protections also apply to the 
Mabira CFR. (Management Response, page 5) 
3 The terms “Bank”, “World Bank” and “IDA” are used interchangeably in this document. The term “World Bank 
Group” is used when reference is made to IDA, the International Finance Corporation, and the Multilateral Investment 
Guarantee Agency. 
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3. On September 19, 2016, the Panel received a second Request for Inspection submitted by 
three residents of the Busoga region4 of Uganda, also associated with the flooding of the KOA. 
The Request claims that the filling of the Isimba dam reservoir at its tallest proposed height will 
flood and affect the KOA “heavily and irrevocably.”5 They claim likely environmental, cultural, 
economic, and health-related harm. Both groups of Requesters asked the Panel to keep their 
identities confidential. 
 
4. As part of its due diligence, on July 21, 2016 the Panel met with Bank Management to 
better understand the projects and their status. The Panel also spoke with the Requesters at different 
occasions to learn more about their concerns. On September 6, 2016, the Panel registered the first 
Request (RQ 16/05), and on September 22, 2016, the second Request (RQ 16/08). Since both 
requests raise similar issues and projects, the Panel informed the Board of Executive Directors that 
for reasons of economy and efficiency it is processing the two Requests jointly (hereinafter both 
requests are referred to jointly as the “Request”). 
 
5. Management submitted its Response to the Registration on October 31, 2016. On 
November 30, 2016, the Panel submitted to the Board a Request for Extension for Submission of 
the Inspection Panel Report and Recommendation until December 16, 2016, to provide time for 
further consultations with stakeholders. 
 
6. In accordance with the Resolution establishing the Inspection Panel,6 the purpose of this 
document is to make a recommendation to the Board of Executive Directors as to whether the 
Panel should investigate the matters alleged in the Request. The Panel’s recommendation is based 
on its consideration of the technical eligibility of the Request and its assessment of other factors 
as reflected in the Panel’s Resolution and its 2014 Operating Procedures.

7 
 
7. This document provides a description of the projects relevant to the Request (Section B), a 
summary of the Request (Section C), a summary of the Management Response (Section D), the 
Panel’s review of the Request and the Management Response (Section E), and the Panel’s 
Recommendation (Section F). 
 
B. Description of the relevant Projects  
 
8. The Request relates to four projects, one of which, the Isimba Hydropower Plant (HPP) 
project, is not financed or otherwise supported by the World Bank Group. The Isimba HPP project 
and the three relevant Bank-supported projects are summarized in this section.  
 

                                                            
4 The Busoga region comprises eight districts: Kamuli, Iganga, Bugiri, Mayuge, Jinja, Luuka, Kaliro and Busiki.  
5 Second Request for Inspection, page 1. 
6 International Development Association (Resolution No. IDA 93-6), The World Bank Inspection Panel, September 
22, 1993 (“the Resolution”). Available at:  
http://siteresources.worldbank.org/EXTINSPECTIONPANEL/Resources/ResolutionMarch2005.pdf.   
7 Inspection Panel Operating Procedures, April 2014. Available at: 
http://ewebapps.worldbank.org/apps/ip/PanelMandateDocuments/2014%20Updated%20Operating%20Procedures.p
df. 
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9. The Isimba HPP project includes a 183.2 MW run-of-the-river plant with a dam located 
on the Nile River several kilometers downstream of the Simba Falls and approximately 36 
kilometers downstream of the Bujagali HPP dam. The maximum height of the dam structure is 
planned to reach 36.9 meters, the reservoir surface area 19.4 square kilometers and its volume 60.8 
million cubic meters. The reservoir, when completely filled, will extend around 18 kilometers 
upstream; while it will not reach the location of the Kalagala Falls, it will flood about 4.5 
kilometers of the Nile River within the KOA. The Isimba reservoir will flood five of the 13 rapids 
located between the Bujagali HPP and the Isimba HPP; two of these affected rapids are within the 
KOA.8   
 
10. A technical feasibility study, ESIAs and a Resettlement Action Plan (RAP) were completed 
by 2014. Construction started in April 2015 and is expected to be completed in August 2018. 
According to the Management Response, the construction at present is about 45 percent complete.9  
 
11. The Bank-supported Bujagali project includes a 250 MW run-of-the-river hydropower 
plant on the Nile River, a reservoir and a dam with a maximum height of about 30 meters. The 
World Bank Group support for the project includes an IDA Partial Risk Guarantee10, approved on 
April 26, 2007 in the amount of up to US$115 million, IFC loans totaling US$130 million, and a 
MIGA political risk insurance for up to US$115 million. The IDA guarantee is set to expire in 
November 2023 upon repayment of the guaranteed commercial loans.11 
 
12. The Bujagali plant entered into operation in August 2012.12 Assessments conducted for the 
Bujagali project concluded that it would have adverse impacts on natural habitats, including 
fisheries, forests, and areas of specific cultural relevance to local communities.13 According to the 
World Bank’s policy on Natural Habitats (OP 4.04), impacts on natural habitats need to be 
mitigated through the minimization of habitat loss and the creation and maintenance of 
ecologically similar protected areas14, which in this case led to the creation of the KOA. An IA15 
between IDA and the GoU was signed on July 18, 2007, in which the GoU agrees to set aside the 
KOA “to protect its natural habitat and environmental and spiritual values in conformity with 
sound social and environmental standards acceptable to the Association.”16 The IA further states 
that tourism development in the KOA “will be carried out only in a manner acceptable to the 
Association.”17 The GoU in the IA also agreed that it would not develop power generation that 
could adversely affect the protection of the KOA “without the prior agreement of the 

                                                            
8 Management Response, page 27.  
9 Management Response, page 27.   
10 The Bujagali Project Appraisal Document (PAD) explains that “the proposed IDA PRG will provide a guarantee to 
commercial lenders against debt service payment defaults resulting from the Government’s failure to meet its payment 
obligations as stipulated under the IA and the Government Guarantee.” PAD, page 12.  
11 Guarantee Agreement (B-0130-UG), December 21, 2007, page 49; Management Response, page 29.  
12 Management Response, page 29.  
13 Management Response, page 29.   
14 OP 4.04 on Natural Habitats, para. 5.  
15 Indemnity Agreement, Partial Risk Guarantee for the Private Power Generation (Bujagali) Project, between 
International Development Association and Republic of Uganda, dated July 18, 2007.  
16 Indemnity Agreement, page 9, section 3.06. (a).  
17 Indemnity Agreement, page 9 section 3.06. (a).   
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Association.”18 The IA remains in effect until the commercial loans guaranteed by IDA are fully 
repaid, which is expected to occur in November 2023.19 
 
13. The GoU is required, under the IA, to conserve the present ecosystem of the Mabira Central 
Forest Reserve (CFR), the Kalagala CFR and the Nile Bank CFR on the banks of the Kalagala 
Falls through a sustainable management program and budget.20 The Kalagala Offset Sustainable 
Management Plan (KOSMP) was prepared by the GoU and covers the period 2010-2019.21 The 
implementation of the Management Action Plan as a response to the Panel’s earlier investigation 
into the Bujagali project has largely been completed, but one of the remaining actions is the 
continued and satisfactory implementation of the KOSMP.22 The implementation of specific 
activities under the KOSMP is also supported by the Bank-financed WMDP, as discussed below. 
 
14. The WMDP was approved on June 26, 2012 for an amount of US$135 million equivalent, 
with a closing date of December 31, 2018. It is a Category B project which was 38.29 percent 
disbursed at the time of receipt of the Request. The WMDP aims to (i) improve integrated water 
resources planning, management and development, and (ii) improve access to water and sanitation 
services in priority urban areas.23 The KOSMP sub-component of the project (US$4.8 million 
equivalent) seeks to “support priority investments related to the implementation of the 
environmental offset that complements the Bujagali Hydropower Project.”24 According to 
Management, this sub-component “partially complements the resources and efforts of the GoU to 
comply with its obligations under the IA for the Bujagali project through the implementation of 
the KOSMP”25 and includes several activities.26  
 
15. The ERT-III was approved on June 5, 2015 for an amount of US$136.2 million equivalent. 
The closing date is set for December 31, 2020. This project aims to increase access to electricity 
in rural areas of Uganda.27 According to the Management Response, this project is also financing 

                                                            
18 Indemnity Agreement, page 9 section 3.06. (a).    
19 Indemnity Agreement, page 11; Management Response page 30.  
20 Indemnity Agreement, page 9 section 3.06. (a).     
21 Management Response page 30.  
22  The Fifth Progress Report on the Implementation of Management’s Action Plan in Response to the Inspection Panel 
Investigation Report on the Bujagali Project (December 10, 2015) states that “monitoring of the implementation of 
part of the SMP [Sustainable Management Plan] has been undertaken and will continue”. Firth Progress Report, page 
2.   
23 Project Appraisal Document (PAD), Water Management and Development Project, June 1, 2012, page viii.  
24 PAD, Water Management and Development Project, page 7.  
25 Management Response, page 31.  
26 The KOSMP activities supported by the WMDP include: procure a service provider to map degraded areas, survey 
and demarcate boundaries of CFRs and River Banks; coordinate, supervise and provide technical backstopping to the 
service provider; procure a service provider to plant and tend the plantings in the degraded areas of Mabira, and its 
boundaries and within the Nile River banks; sign an MoU with NFA on raising seedlings, supervision and technical 
backstopping of the service provider on enrichment planting; map out small scale and commercial tree growers, 
facilitate them and technically support them to grow trees on their land; train, facilitate and provide technical support 
to 20 community groups within the catchments of the Nile River to engage in high value sustainable agriculture; 
identify and open trails to high value sites within the Mabira ecosystem to promote tourism; procure a consultant to 
conduct the ecological and socioeconomic survey for Mabira ecosystem and update the management plan accordingly; 
and procure a consultant to establish a digital data base for Mabira, and train staff on how to collect data and update 
the database. Management Response, pages 31 and 32.   
27 PAD, Energy for Rural Transformation Project, May 14, 2015, pages viii, ix.  
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the preparation of an Addendum to the ESIA that the GoU had prepared for the Isimba HPP project. 
The objective of this ESIA Addendum is to assess the main environmental and social impacts of 
the Isimba dam on the KOA and corresponding mitigation measures, if any. According to 
Management, the Addendum is expected to be finalized by mid-2017.28 
 
C. Summary of the Request  
 
16. The first Request argues that people living and deriving sustenance from the KOA are 
likely to suffer grave harm as a result of the Bank’s failure to hold the Government of Uganda to 
its commitments in the IA signed as part of the Bujagali project. The Request explains that the 
development of the Isimba dam will undermine the management of protected resources such as 
forest reserves, river banks and wetlands, and will undermine and eliminate benefits from the wider 
socio-economic development framework of the Bujagali project. The Requesters also claim that 
immense opportunities for sustainable development will be “extinguished.”29 According to the 
Request, the flooding of the KOA will negatively impact the ecological and social functioning of 
the river section set aside for conservation. 
 
17. The Request explicitly alleges non-compliance with the Bank’s policies on Environmental 
Assessment (OP/OP 4.01), Forests (OP/BP 4.36), Safety of Dams (OP/BP 4.37) as well as Physical 
Cultural Resources (OP/BP 4.11), and requests “the Inspection Panel recommend to the World 
Bank's Executive Directors that an investigation of these matters be carried out.”30   
 
18. The second Request argues that the residents living in the vicinity of the KOA are likely to 
suffer environmental, economic, cultural and health-related harm from the failure to protect the 
“biologically diverse and culturally significant section of the Nile River and its riverbanks.”31 The 
Requesters claim that the construction of the Isimba dam at its tallest proposed height would 
heavily and irrevocably impact this area “in direct violation”32 of the IA. The Requesters explain 
that while they are concerned with the filling of the reservoir at its tallest proposed height and the 
protection of the KOA, they are not against the construction of the dam itself. 
 
19. The Request explains that the tourism industry around the KOA provides a living for many 
Busoga people, and the section of the Nile that will be submerged directly supports the livelihoods 
of many fishermen and subsistence farmers, as well as people operating ferry boats on the river. 
The Requesters explain that when the Bujagali dam was constructed, the owners of restaurants, 
arts and crafts businesses, local fruit and vegetable stores, taxis, as well as local tour guides and 
entertainers, saw their businesses “slow down or disappear.”33 The remaining business owners are 
afraid that the flooding caused by the Isimba dam will harm them again. According to the Request, 
the decline in tourism will also affect the amount of taxes collected, national revenues, and 
ultimately the maintenance of public infrastructure in the area. The Requesters are also concerned 

                                                            
28 Management Response, page 32.  
29 First Request for Inspection, page 3.  
30 First Request for Inspection, page 3.  
31 Second Request for Inspection, page 1.  
32 Second Request for Inspection, page 1.  
33 Second Request for Inspection, page 1.  
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about political implications and fear that joblessness will rise, leading to many problems “such as 
theft and gambling, excessive drinking, drug abuse, and other social ills.”34  
 
20. The Request also claims that this section of the Nile River contains many unique species 
of plants and animals, which will be lost forever if the KOA is not protected. According to the 
Request, this area is also home to important local spiritual and cultural figures. The Requesters 
explain that the “Busoga gods and spirits that used to guard the Bujagali falls”35 moved away 
when the Bujagali dam was built. The Requesters are concerned that the Busoga people will suffer 
if the gods move away again after the flooding of Itanda, which is located in the KOA. The 
Requesters also express concern about health impacts resulting from sewage and industrial waste 
in the stagnant water, with deadly diseases increasing. They also explain that crocodiles will move 
to the stagnant waters and attack people and animals. 
 
D. Summary of the Management Response 
 
21. Management in its Response argues that the Request for Inspection is ineligible on the 
following grounds. First, the potential harm alleged by the Requesters does not stem from a Bank-
financed project, but is related to the development of the Isimba project, which is not financed by 
the Bank and hence cannot be subject to Panel review. Second, the Bank-financed Bujagali project 
is closed and as such is not eligible for the Panel’s review. Third, the two additional Bank-
supported operations mentioned in the Inspection Panel’s registration do not relate to the harm 
alleged in the Request. Finally, the Management Response argues that the issues raised in this 
Request were addressed in the Panel’s recommendation relating to prior requests in 2001 and 2007.  
 
22. Management argues that the Panel’s jurisdiction over any legal agreement, whether loan, 
grant or guarantee, ends when the project closes. The Bujagali project has been implemented, 
commercial operations began in 2012, and the commercial loans under the Bank guarantee were 
fully disbursed by 2012. Management therefore argues that, as defined by Bank policy, the 
Bujagali project has closed. 
  
23. The Management Response states that the WMDP is financing the implementation of 
specific forestation-related activities as part of the KOSMP developed under the Bujagali project, 
and does not support any intervention that could create or contribute to the alleged harm. The ERT-
III includes a component that finances the preparation of an Addendum to the government’s ESIA 
for the Isimba dam to evaluate potential impacts of the dam on the KOA. 
 
24. According to the Management Response, in early 2015 the Bank noted that the design of 
the dam could have an impact on the KOA and that there was a potential for non-compliance with 
the IA. The GoU confirmed its commitment to comply with the IA and shared the draft ESIA with 
the Bank. The Bank then informed the GoU that the draft ESIA did not include sufficient critical 
information to confirm IA compliance. The GoU consequently requested the Bank to finance the 
ESIA Addendum.36 According to Management, the Bank has “gone out of its way”37 to finance 

                                                            
34 Second Request for Inspection, page 2.  
35 Second Request for Inspection, page 2.  
36 Management Response, page 15.  
37 Management Response, page vi.  
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the ESIA Addendum to support the GoU identify and manage specific impacts on the KOA. The 
Management Response explains that, on the basis of the findings of the ESIA Addendum, the Bank 
will determine whether any adjustments to the KOSMP might be appropriate to continue the 
protections of the ecosystem as agreed in the IA.  
 
25. Management argues that the Requesters’ claim that the Isimba dam will have an adverse 
impact on the KOA is premature, since the ESIA Addendum is still under preparation. Also, the 
Management Response states that any impact on the KOA would only occur in conjunction with 
the inundation process, which is expected to occur in 2018. According to Management, the GoU 
at this point is not in breach of the IA. The Management Response also explains that the Bank 
requested additional studies to better analyze concerns regarding biodiversity, and specifically fish 
species endemic to this part of the Nile River. The Management Response further explains that 
tourism and related income is not protected under the IA, which seeks to limit tourism 
developments in the KOA. Management also argues that the claims related to cumulative health, 
and environmental and cultural impacts are unsubstantiated and premature. 
 
26. The Management Response explains that the Bank commits to continue working with the 
GoU to finalize the assessment of impacts on the KOA to ascertain compliance with the IA. 
According to Management, if the ESIA Addendum demonstrates that the KOA is under threat, and 
the GoU refuses to undertake potential remedial measures, it may merit Bank intervention. The 
Management Response also states that the Bank will work with the GoU on appropriate mitigation 
measures and to advise the GoU regarding livelihood restoration measures and compensation 
provided to people affected by the Isimba dam. The Management Response also notes that the 
Bank’s Board has been informed of the issues regarding the Isimba dam and its potential impact 
on KOA and the IA.   
 
E. Panel Review of the Request and of the Management Response 
  

27. The Panel’s review is based on information presented in the Request, the Management 
Response, other documentary evidence, and additional communications with the Requesters and 
Management. The following review covers the Panel’s determination of the technical eligibility of 
the Request according to the criteria set forth in the 1999 Clarification (subsection E.1), and 
observations on other factors and the Panel’s review supporting the Panel’s recommendation 
(subsection E.2).38  
 
E.1. Determination of Technical Eligibility 

 
E.1.1. Technical Eligibility of the Request 

 
28. The Panel is satisfied that the Request meets all six technical eligibility criteria provided 
for in paragraph 9 of the 1999 Clarifications. The Panel notes that its confirmation of technical 
eligibility, which is a set of verifiable facts focusing to a large extent on the content of the Request 

                                                            
38 “1999 Clarification of the Board’s Second Review of the Inspection Panel”, April 1999 ( “the 1999 
Clarifications”) available at  
http://siteresources.worldbank.org/EXTINSPECTIONPANEL/Resources/1999ClarificationoftheBoard.pdf. 
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as articulated by the Requesters, does not involve the Panel’s assessment of the substance of the 
claims made in the Request. 
 
29. Criterion (a): “The affected party consists of any two or more persons with common 
interests or concerns and who are in the borrower’s territory.” The Request was signed by six 
people. The Panel confirms that two or more of the Requesters live in the borrower’s territory and 
are affected by Project activities. The Panel thus considers this criterion as met. 
 
30. Criterion (b): “The request does assert in substance that a serious violation by the Bank of 
its operational policies and procedures has or is likely to have a material adverse effect on the 
requester.” The Request relates to four projects, one of which, the Isimba HPP project, is not Bank-
supported. The Panel notes that the Requesters, in substance, claim that harm is caused by a Bank 
omission leading to non-compliance with the Bank’s Natural Habitats policy (OP 4.04), which 
required the creation and maintenance of the KOA as an offset for natural habitats lost as a result 
of the Bujagali project. The Requesters are concerned that the Bank is not holding the GoU to its 
contractual obligations under the IA, which was signed between the Bank and the GoU as part of 
the Bujagali project. The IA requires the protection of the KOA, and the Requesters believe that 
the GoU is violating the IA by implementing the Isimba HPP project, which will flood part of the 
KOA. According to the Requesters, the failure of the Bank to protect the KOA would result in 
serious violations of Bank policy. The Panel notes that, according to its Resolution, the Panel 
receives requests covering “situations where the Bank is alleged to have failed in its follow-up on 
the borrower's obligations under loan agreements (…) provided in all cases that such failure has 
had, or threatens to have, a material adverse effect.”39 
 
31. With regard to the WMDP, the Management Response argues that even if the Isimba HPP 
project were to affect this project’s ability to fully achieve its objectives, this would not create or 
contribute to the alleged harm. According to Management, such a situation would not represent a 
deterioration when compared to the without-project situation. The Panel notes that the WMDP 
seeks to “support priority investments related to the implementation of the environmental offset 
that complements the Bujagali Hydropower Project.”40 The Requesters’ claim of harm resulting 
from a failure to protect the KOA could plausibly be linked to policy non-compliance in the context 
of activities41 supported under this project. 
 
32. Regarding the ERT-III Project, Management explains that the assessment conducted under 
this project will allow the Bank obtain a robust and credible evaluation of any impacts from the 
Isimba HPP project on the KOA and is in no way intended to serve as the basis for consideration 
of any IDA-supported project. Management concludes that this project cannot be credibly linked 
to the alleged harm raised in the Request. The Panel notes that the ERT-III project is financing an 
Addendum to the Isimba HPP project’s ESIA, which is intended to assess and mitigate the impact 
of the project on the KOA. The Bank-supported ESIA Addendum will determine whether any 
specific measures will be needed to continue the protections as agreed in the IA. Such measures 
would be incorporated in the KOSMP, which is also supported by the WMDP and thus any 
deficiencies in the ESIA Addendum could be plausibly linked to future harm. 

                                                            
39 Resolution Establishing the Inspection Panel (Resolution No. IDA 93-6, September 22, 1993), paragraph 12.  
40 Project Appraisal Document (“PAD”), Water Management and Development Project, June 1, 2012, page 7.  
41 See footnote 26 on page 4 for the specific activities supported under the WMDP.  
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33. The Panel concludes that the Requesters’ concerns relate to potential harm resulting from 
the expected flooding of parts of the KOA and the failure to establish mitigation measures as 
required by the Bank’s policy on Natural Habitats (OP/BP 4.04). The Requesters also explicitly 
refer to the Bank’s policies on Environmental Assessment (OP/OP 4.01), Forests (OP/BP 4.36), 
Safety of Dams (OP/BP 4.37) as well as Physical Cultural Resources (OP/BP 4.11). The Panel is 
thus satisfied that this criterion is met. 
 
34. Criterion (c): “The request does assert that its subject matter has been brought to 
Management's attention and that, in the Requester’s view, Management has failed to respond 
adequately demonstrating that it has followed or is taking steps to follow the Bank’s policies and 
procedures.” The Panel has verified that the Requesters’ concerns were brought to the Bank’s 
attention prior to filing the Request, including in September and December of 2014. The Panel is 
satisfied that this criterion has been met. 
 
35. Criterion (d): “The matter is not related to procurement.” The Panel is satisfied that the 
claims raised in the Request for Inspection do not relate to procurement, hence this criterion is 
met.  
 
36. Criterion (e): “The related loan has not been closed or substantially disbursed.” The 1993 
Resolution42 establishing the Panel explicitly excludes from the Panel’s purview Requests filed 
after a project’s closing date or the substantial disbursement of a loan (95 percent or more). As 
noted above, this Request relates to three different Bank-supported operations. At the time of 
receipt of the Request, the WMDP, which supports the “implementation of the environmental offset 
that complements the Bujagali Hydropower Project” was open and 42.66 percent disbursed; the 
ERT-III project, under which the Bank is financing an ESIA Addendum assessing the impact of 
the Isimba HPP on the KOA, was open and less than 1 percent disbursed. As discussed in detail 
below, in section E.1.2 Panel Analysis of the eligibility of the Bujagali project of this report, the 
guarantee for the Bujagali project has not expired and the Bank continues to monitor the operation. 
Consequently, the Panel is satisfied that all three projects meet this criterion. 
 
37. Criterion (f): “The Panel has not previously made a recommendation on the subject matter 
or, if it has, that the request does assert that there is new evidence or circumstances not known at 
the time of the prior request.” Management argues that the Panel already made a recommendation 
on the issues raised in the Request. According to the Management Response, the requirements set 
forth in the IA were the direct result of an effort to address the Panel’s findings from the 2007 
Bujagali investigation.43 In its first Bujagali investigation in 2001, the Panel assessed concerns 
about resettlement as well as environmental and economic impacts, including electricity tariff 
increases, and impacts on tourism and fisheries resulting from the extension of Owens Falls dam 
and the construction of the Bujagali dam. In its 2007 Bujagali investigation, the Inspection Panel 
responded to complaints about resettlement and environmental, cultural, and spiritual impacts due 

                                                            
42 International Development Association (Resolution No. IDA 93-6), The World Bank Inspection Panel, September 
22, 1993 (“the Resolution”), para. 14 (c). Available at:  
http://siteresources.worldbank.org/EXTINSPECTIONPANEL/Resources/ResolutionMarch2005.pdf.   
43 On March 7, 2007 the Inspection Panel received a Request for Inspection regarding the Bujagali project and 
issued its investigation report on August 29, 2008.   
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to the construction of the Bujagali dam. The filling of the Isimba HPP reservoir and its expected 
flooding of parts of the KOA constitutes new evidence not considered at the time of previous 
Requests for Inspection. The Panel therefore confirms that it has not previously made a 
recommendation on the subject matter of the Request and the construction of the Isimba dam 
possibly impacting the protection of the KOA constitutes new evidence.  
 
E.1.2. Panel analysis of the eligibility of the Bujagali project 
 
38. With regards to the Bujagali project, Management argues that it is closed and therefore not 
eligible for a Panel review. The Management Response states that in accordance with Bank policy 
OP/BP 10.00 on investment project financing, the Bank guarantee closing date is the expected 
completion date of the project, which was in August 2012 in this case. The Management Response 
further argues that following the closing date of the project, as per policy, the Bank “has continued 
to monitor the financial risks covered by the IDA guarantee and will continue to do so until the 
expiration of the guarantee. Until the Guarantee expires, the GoU is bound by the contractual 
agreements of the IA.”44 The Panel does not agree with Management’s argument that the Bujagali 
project is not eligible for a Panel review for the reasons discussed in the following paragraphs. 
 
39. First, the Bujagali guarantee was approved when the Bank policy on guarantees OP/BP 
14.25 was in effect, which did not include a guarantee closing date. Therefore, neither the IDA 
Guarantee Agreement nor the IA refer to a closing date. The IA remains in effect until the 
commercial loans guaranteed by IDA are fully repaid, which is expected to occur in November 
2023, and the GoU continues to be bound by its obligations under the IA until then.45 The concept 
of a closing date for guarantee operations was introduced in 2013 through the Bank’s policy on 
investment project financing OP/BP 10.00, which states that the closing date for a guarantee is the 
expected project completion date.46 However, the IDA Guarantee Agreement and the IA were not 
amended to introduce a legally binding closing date per OP/BP 10.00 for the Bujagali guarantee 
operation. Furthermore, at the time the Panel received the Request for Inspection, the Bank had 
not yet initiated the closing of the Bujagali guarantee. When the Panel received the Request for 
Inspection on May 1, 2016, the Bujagali project was still open. The retroactive marking of the 
Project as closed as of August 1, 2012 was only requested on May 4, 2016.47 
 
40. Second, the Panel notes that in accordance with both the previous Bank policy on 
guarantees (OP/BP 14.25) and the policy on investment project financing (OP/BP 10.00), which 
replaced this policy in 2013, the Bank’s monitoring of a guarantee operation (“supervision” under 
the previous policy) continues until the expiration of the guarantee.48 The previous OP/BP 14.25 
on guarantees distinguished between two phases of supervision: the first phase covered the period 
from guarantee effectiveness to project completion, the second phase from project completion to 
guarantee expiration, which is defined as the date on which there is no exposure for IBRD or IDA 

                                                            
44 Management Response, page 3.  
45 Management Response, page 3.  
46 Operational Policy 10.00, para. 26.  
47 Communication dated May 4, 2016 notes the urgency of requesting to add the closing date in the project portal 
due to “a possible new Inspection Panel request surrounding this project”.  
48 Bank Procedure 14.25, para. 28, 32; Operational Policy 10.00, para. 21.  
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under a guarantee.49 The Bank is required to prepare annual Implementation Status and Results 
Reports for active guarantees until their expiration.50 While the previous policy did not include a 
closing date for guarantee operations, OP/BP 10.00 introduced that the closing date for a guarantee 
is the expected project completion date.51 According to OP/BP 10.00, the expiration date of a Bank 
guarantee is the date after which the Bank stops accepting calls on the guarantee. 52 As noted above, 
according to OP/BP 10.00, monitoring by the Bank of a guarantee continues until the Bank 
guarantee expiration date.53 Following project completion, the Bank monitors the specific risks 
covered by the guarantee and this monitoring function is carried out at the corporate level.54 
 
41. The Panel notes that the IA signed between the Bank and the GoU remains in effect until 
the expiration of the guarantee in 2023, and as noted in the Management Response, the Bank 
continues to monitor risks covered under the guarantee and follows-up on the GoU’s obligations 
under the IA, including the protection of the KOA. The Bank is currently assessing potential 
impacts of the Isimba HPP project on the KOA through the preparation of an Addendum to the 
government’s ESIA for the Isimba HPP project. Consequently, the Panel’s accountability mandate 
covers the Bank’s engagement in monitoring the risks related directly to the guarantee operation 
and ensuring that the borrower comply with the obligation covered under the IA to protect the 
KOA. 
 
42. Third, to the best of the Panel’s knowledge, neither the International Finance Corporation 
(IFC) nor Multilateral Investment Guarantee Agency (MIGA) policies on guarantees includes a 
guarantee closing date, and IFC and MIGA’s monitoring of social and environmental policy 
requirements continues until guarantee expiration. The Panel observes that the Office of the 
Compliance Advisor/Ombudsman can review IFC and MIGA projects until guarantee expiration. 
The Panel notes the inconsistency between the policies in the World Bank Group and believes that 
the closing date established for guarantees for IBRD/IDA operations should not be arbitrarily used 
to impede accountability, specifically where the Bank identifies real environmental and social 
risks, follows-up on the GoU’s obligations under the IA (in this case through the preparation of 
the ESIA Addendum), and possibly places measures in place to mitigate them. 
 
E.2. Panel Observations Relevant to its Recommendation and Panel Review  
 
43. In making its recommendation to the Board and in line with its Operating Procedures, the 
Panel considers the following issues: (i) whether there is a plausible causal link between the harm 

                                                            
49 Bank Procedure 14.25, Guarantees, December 2005, para. 28, footnote 17.  
50 Bank Procedure 14.25, Guarantees, December 2005, para. 32. 
51 Operational Policy 10.00, para. 26.  
52 Operational Policy 10.00, para. 26. On December 3, 2013, Management submitted to the Board an approach paper 
titled Enhancing the World Bank’s Operational Policy Framework on Guarantees, which describes the changes to the 
supervision of guarantee operation. The paper explains that under the new policy framework, the Bank’s “full” 
supervision “is required until the completion of the underlying project” adding that after project completion 
supervision would be carried out “until the expiration of the guarantee, focusing on the specific risks covered by the 
Bank guarantee.” It further states that “the type of supervision and monitoring needed at different stages of the lifespan 
of each Bank guarantee” needed clarification in order “to avoid overburdening the front lines unnecessarily whilst 
maintaining the right type of support to and monitoring of guarantee operations.”  
53 Operational Policy 10.00, para. 21.  
54 Bank Procedure 10.00, para 40.  
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alleged in the Request and the project; (ii) whether the alleged harm and possible non-compliance 
by the Bank with its operational policies and procedures may be of a serious character; and (iii) 
whether Management has dealt appropriately with the issues, or has acknowledged non-
compliance and presented a statement of remedial actions that address the concerns of the 
Requesters. Below the Panel records its preliminary observations on the alleged harm and 
compliance, noting that in doing so, it is not making any definitive assessment of the Bank’s 
compliance with its policies and procedures, and any material adverse effect this may cause. 
 
44. After receipt of the Request, the Panel spoke to the Requesters to seek more clarification 
on the alleged harm. The Panel was told that the Requesters have not been informed about the 
design and status of the Isimba HPP project and therefore lack the necessary information to be able 
to assess the project’s impacts on them and their environment in detail. According to the 
Requesters, the ESIA was not made public or shared with them. With regards to the consultations 
for the Bank-supported ESIA Addendum, the Requesters told the Panel that no public hearing with 
the community took place to date. Only one Requester was invited to meet with specialists, but he 
argued that it seems that none of the issues he raised were followed up upon. The other Requesters 
were unaware of any consultations in relation to the ESIA Addendum.  
 
45. The Requesters explained to the Panel that there are several factories located close to the 
river banks that discharge waste directly into the river. Before the construction of the Isimba dam 
the fast-flowing rapids would wash the waste away. The Requesters expect that the dam and related 
large amounts of stagnant water will result in the pollution of the river as waste builds up. Families 
living close to the river in the KOA may no longer have access to clean water. Also due to the 
presence of stagnant water, diseases like malaria are expected to increase in the KOA. In addition, 
once the water stops moving, the Requesters fear that overfishing will soon lead to a lack of fish 
living in these waters. The Requesters also expect that endangered species will lose their habitats 
due to the flooding. 
 
46. The Panel further learned that the Requesters expect that the tourism industry along the 
Nile River, which sustains the livelihoods of many community members, will suffer and many 
people will be displaced as a result of the flooding. According to the Requesters, the KOA includes 
waterfalls and rapids used for rafting, kayaking and other tourism-related activities that are an 
important element of Uganda’s tourism industry, which attracts over 12,000 visitors a year and has 
greatly contributed to the local economy. According to the Requesters, the tourism businesses 
operating on the river will no longer be economically viable after the flooding since no tourist is 
likely to travel all the way to the area when only three rapids are left. With fewer tourists coming 
to the area, many other related businesses, such as restaurants, coffee shops, stores, taxis and tour 
operators, will also no longer be able to survive. 
 
47. The Requesters told the Panel that very few rapids will remain after the flooding of the 
KOA, and there is no area of similar quality and characteristics that could serve as a new offset. 
The Panel observed that the affected people face uncertainty about their future due to a lack of 
information about the project, its timelines, and the extent and nature of its potential impacts. The 
Requesters emphasized that, especially for the tourism industry, where large amounts of money 
need to be invested upfront, early planning is crucial.  
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48. The Panel notes that the Terms of Reference (TORs) for the ESIA Addendum state that it 
should include an analysis of alternatives of different dam heights, reservoir operating levels, and 
water release regimes, as they would differentially affect the KOA. The implications of each 
alternative for the conservation of the KOA and associated human uses needs to be understood and 
explained. Further, the Addendum should focus in particular on the inundation area, aquatic 
biodiversity, spiritual values, tourism and recreation, including the likely impacts on local 
businesses and communities, local employment and the broader economy of the area. With regard 
to mitigation options, the TORs state that the Addendum will include recommendations for 
mitigating adverse impacts on the KOA, including direct environmental and social impacts. 
According to the TORs, to compensate for the inundation of a part of the KOA, its boundaries 
could be adjusted to include an upstream segment of the Nile River with its river-edge lands.55  
 
49. To conclude, the Panel notes that the Requesters allege environmental, economic, cultural 
and health-related harms, and claim that the IA was designed to protect against these type of harms 
occurring in the KOA. In addition, the WMDP and the ERT-III also deal with aspects relating to 
the protection of the KOA and can therefore plausibly be linked to the alleged potential harms. 
While the alleged harms have not occurred yet, the Request illustrates that they are of a serious 
nature as they could have far reaching impacts on the community and their environment.  
 
F. Recommendation  
 
50. The Panel notes that the alleged harm can plausibly be linked to the three Bank-supported 
projects outlined above, and that the Request raises important issues of potential serious harm and 
policy non-compliance. The Requesters and the Request meet the technical eligibility criteria set 
forth in the Resolution establishing the Inspection Panel and the 1999 Clarification.  
 
51. As stated above, Management is in the process of preparing the ESIA Addendum, which 
is expected to be completed by mid-2017. The objectives of the Addendum are to address the main 
environmental and social impacts of the Isimba HPP on the KOA and corresponding mitigating 
measures. In addition, Management is also supporting the development of a Long-Term 
Conservation Options (LTCO) Report that aims to identify options for ensuring a firm legal status 
for the KOA and sustainable funding.56 According to the TORs, both the Addendum and the LTCO 
Report should provide an information base for the GoU to engage with the Bank in arriving at a 
mutually acceptable solution that would allow Isimba dam development to proceed in a way that 
is consistent with the spirit and intent of the IA.57 The Management Response further explains that, 
on the basis of the results of the ESIA Addendum, the Bank will determine whether any adjustment 
to the KOSMP might be appropriate to continue the protection of the ecosystems of the Central 
Forest Reserves as agreed in the IA.58 
 

                                                            
55 Terms of Reference (TORs) for the Addendum to the ESIA for the Isimba Hydropower Project and Long-Term 
Conservation Options Report, pages 1-4.  
56 Terms of Reference (TORs) for the Addendum to the ESIA for the Isimba Hydropower Project and Long-Term 
Conservation Options Report, pages 1 and 2.  
57 TORs, page 2.  
58 Management Response, page 13.  
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52. Consequently, the Panel is recommending to defer its decision on whether to recommend 
an investigation for a period of up to 12 months and wait for the completion of the ESIA Addendum 
and follow-up Bank actions. In this regard, the Panel wishes to emphasize the importance of a 
timely completion of the ESIA Addendum, and the necessary speed and harmonization of its time 
schedule with the construction schedule of the Isimba dam, so that any impacts upon the KOA can 
be effectively mitigated. During this period, the Panel will follow the developments on the ground, 
in tandem with the Isimba dam construction schedule, while periodically taking stock of progress 
in the preparation of the ESIA Addendum and associated LTCO. The Panel will also be in touch 
with the Requesters with a view to informing itself as to any changes on the ground. 
 
53. If the Board of Executive Directors concurs with this recommendation, the Panel will 
advise the Requesters and accordingly.  
 

 



Annex I 

Request for Inspection 



As the Requesters and their represenaative ask-ed for confidentialisy, and sinee the Request included a watermark and 
letterhead @ftne Requesters' representative the Inspection Panel reproduced the Request on a separate document 

The Execative Secretary, 
The Inspection Panel 
1818 H Street NW, 
MSN 10,,1007, 
Waslriagwn, DC 204.3 3, tJS A 
Email: ip$l'el@wo.trldbank.org 

April 15th 2016 

Attn: Ms. Dllek Barlas 

Dear Madam, 
RB: FORMAL COMPLAINT ON CONSEQUENCE$ OF GOVERNM.ENT OF 
UGANDA'S BREACHQr INDEMNITY AGREEMENT IN THE BUJAGALI 
DAM PROJECT , 

We ,repJ'esent 

OW: ~ienl.andthevarious persoas who Hy,~, d~end 0N and derive sustenance from 
that part of the land Ghat 1"S descrililed as tne "Kal8)gala Pails Site ("OffsetAreall) are 
likely to suffer grave harm: as a result of the Int~rt'J.ationail Development Association 
(the Associationj'« failtrres or ()1]]iSSY0rtS to hold the Government of Uganda to its 
commitments in the lndemnity Agreement signed between the Association: and the 
Government of the Republic ef Uganda during the negotiation and financing of the 
'Bujagah t.Iydrop():"':€F Project located in Jinjra, Uganda. 

~acltgrQnndto, the Case 
As pari of the commitments and documentation s-igned for the developneent of a 
Hydropower dam. project at Bujagali Falls (Bujagaii Project). The Government of 
U ganda executed an Indemnity Agreement with the Association. The Bujagali 
Project was Bank funded. It was apparent in the ccurse of tHe development of the 
Bujagali projeot that it would have flo(;tditl'g and ether adverse environmental and 
sOcfwi conseq,uences. Fer this purpose, the parties eommitred to reserve atud protect 
the Kalagala Falls S~te as was broadly deEmed in the various Bujagali project 
documents; Our client believes the corfi1:l!'titrnent<s made in the Indemnity 
Agreement, lOA GUarantee Faai;l'ity Agreemgl'l.t, Project Agreement, 
Implementation Agreement, the General Conditions arrd all other project related 
documents are still subsisting and will remain In force for thirty-years from July 18 
2007. 

The C€lrnplaint 
In the' said Indemnity Agreement dated July 18 2007, the GoveI11.1TIent of Uganda 
committed to the Association, among other things, to: 
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(i) Set aside the Offset Area exclusively to protect its' fIafilral habitat and 
environmental and spiritual values in conformity with sound soeial and 
environmental standards acceptable to the Association; 

(li) To not develop power generation that c-ould adversely aJffeet the ability to 
maintain the Offset Area without prior consent of the Association; 

(iii) Conserve through a sustainable management program and budget, the 
present ecosystem of the Mabira Central Forest Reserve, as well as the 
Kalagale Central Forest Reserve and the Nile BanK. Central Forest' Reserve 
on the billilks oft~e Kalagala Falls (as such Reserves are tneluded within 
the Kalagala Falls Site) 

It is impertant to note that Uganda specifically committed to not take, Of permit 
UfITCL er any other Public Sector Entity to taKe~ any aetlonwfu-roli would p'tev€flt 
or (nterfere with the perfo.tm.~ee by Uganel'a or an;y such Pul>fic S'€ctox: "E'O.tity~of 
any of its material ob'hgatidns Umi.'leF the l't~SaGfjQ:N Documents (o.r any other 
related agreement - such as the Indemnity .Agr~~mento) te which Uganda is, a p~ 

In ooatravention of the above-mentiorted commitments, Uganda procured the 
Chinese Firm ef Chi:tl:a Water ahcl' Electric ~ngin€ering, which ha-s eemmenced the 
CC9fistroctierl of Isimba clam in the "Offset Area. it 

Likely Harm :fre>m. Viblation (i)f IndeIl'llll"ty Agr:€'em~nt and Bank Policies. 
Our ehent is privy to an irtdel'endenl Fep:ort commissioned tID' d~tl:frmini3 the impact 
of the Isimba dam project. That report reveals that our elient, the rest oftihe reside-mts 
who live and derive sustenance from the offset Area as well as the Ugandan Ration 
that depends on the environmental and social benefits that were protected {;'" the 
comnritmests in the Indemnity Agreements and the rest of the transaction 
documents of the Bujagali Project, are likely to suffer the following consequenoes: 

(i) The Sustainable Manegement Plan for the Offset Area reeegnizes tnat the 
Bujagali Project created a negative impact on the environment. The Offset 
area was designed as a measure to coanter balance these negative impacts 
in the long run. These la.ng term cmmtel''DalaJ.:lCe measures will be eroded by 
the development of Isimba dam; 

(ii) The development of fhi~' dam will undermine the management (!)( the 
protected resources such as the targeted forest reSeFV€S cited above, tl're riVel 
banks and wetlands. This will also undermine and eliminate any benefits 
from the wider socio-economic development framework that Was 
considered during the Bujagali Project; 
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(iii) the immense opportunities for sustainable development provided by the 
natural resources around the Offset Area and the Randa Palls (including 
water falls, forests; land, water, wetlands, and Nile River 'Sanks) will be 
extinguished, These opportunities were provided for and safeguarded in the 
Sustainable Management Plan for the Kalagala Offset Area; 

(iv) The construction ofIsimba dam is likely-to result in the flooding of the river 
within the Offset Area. The flooding will impact negativel y upon the 
ecological and social functioning of the river section that was set aside for 
conservation due to the flooding caused by the Bujagali Project; 

(v) We also believe that if the Bank does 'not act to hold Uganda to its 
eommitments, the Government of Uganda will be emboldened to flagrantly 
violate any eommitments it has made in previous agreements Of will make 
en ihIDfe projects. This will unleash the f-atal consequence of fosttlring a 
flagrant disregard of envirertmental and social corrsiderations in project 
development, which as the Bank will agree, are central to achieving broader 
development goals. 

The Bank's Policies that have been violated 
Our client contends therefore, that the development of the Isimba dam project is in 
violation of tl1e World Bank's Operational and Bank Policies, and more broadly, 
the Bank's 'Safeguard Policies.' Specifically, our client contends that the Isimba 
Dam, in so far as it is being developed in an area protected by the transaction 
processes of the Bujagali Darn project, offends the following Operational Policies 
(Ops): 

(i) OP I BP 4.01 on Environmental Assessment: 

(ii) OP 4.36 on Forests, . 

(iii) OP 4.37 on Safety of Dams; 

(iv) OP 4.11 on Physical Cultural Resources. 

We request the Inspection Panel recommend to the World Bank's Executive 
Directors that an investigation of these matters be carried out and a report be made 
public at the Bank's earliest We further request that our client be availed all 
documents related to this project and its history. We trust that the Bank will take 
the necessary action to ho Id the Government of Uganda to its commitments in the 
Indemnity Agreement. 
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Sincerely: 

Date. 

We have enolesed the f:oUowihg attachments for your perusal; 

E&D Consulting SeM<>es': Independent Tourism and Econonric impact 
,Assessment 0fthe Proposed Isimba Hydropower project 

We do not authorize, you to disslose eur identities or our elient's id~r.tti~ies. 
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Jmja 

March pt 2016 

KAMPALA-UGANDA 

Attn: Mr., 

Dear Sir: 

RE: INSTRUCTIONS AND AUTHoRIZATION TO ACT ON MY BEHALF 
IN RESPECT OF ALL MA TIERS RELATING TO THE 
CHALLENGING OF THE ISIMBA DAM PROJECT 

I refer to the several cemrmmicasions between your firm and me and to the 
captioned matter. 

I am interested in challenging the leg-ality of the eonstruction of Isimba Dam at 
the present location. 

I hereby mstruet and authorize Messrs and yourself to 
act f(\)t, and on my behalf in challenging me construction ofIsnuba Dam through 
all avenues available to me within the taw, incllJding at the World Bank: 
Inspection Panel. 

YOUf,S sincerely, 
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Jinja 

March pt 2016 

KAMP ALA- UGANL) 

Attn: Mr. 

Dear Sir: 

RE: rNSTRUCTfONS AND AUTHORfZA TION TO ACT ON MY :8'EHALF 
fN RESPECT OF ALL MA TIERS RELATING TO THE 
CHALLltNGIN;_G OF THE ISIMBkDAM PR0JECT . _. 

I refer to the several eemmunicatiens between your firm and ltl€ and to t:he 
eapsieaed matter. 

I am interested ia challemgitlg th€ legalIty. of the, coastructicn 01" Isimba l');nn aJ 
the present location. 

r hereby instruct and uthorize Messrs and~self~ 
ad fof and ON my behalf in ehan~ging the constfudion €jf Isimba gam t11toUgh 
a,1I avenues availab1e to me within tne taw, induding at tme World B:ank 
Inspeetion Panel. 
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Attn: Mr. 
I. 

Dear Sir: 

RE: IN'STRUCTIONS AND AUTHORIZATION TO ACT ON MY BEHALF 
rN RESPECT OF ALL MATTERS RELATING TO um 
CHALLENGING Of THE ISIMBA DAM PROJECT 

I refer to the several communications between your firm and me and to the 
captioned matter. 

I am interested in challenging the legality of the construction of Isimba Dam at 
the present location. 

I hereby instruct and authorise Messrs i3trd yourself to 
act for and on my behalf in challenging tlie ccmstruction orIslmna Dam through 
all avenues available to me within the law, including at the World Bank 
Inspection Panel. 

Yours sincerely. 



As the Requesters and their representative asked' fOf €onfitientiality, and since the Request included a watermark and 
letterhead of the Requesters' representative the Inspection Panel reproduced the Request on a separate document 

From: 
Sent: 
To: 
Subject: 

Monday, July l. 016 :26.AM 
Serge Selwan; 

Response 0 your questions as per-the ins-pection panel 

Hi, hope this email finds you well. 
The two additional stgg,atu:tes wifl be affected as a result of flo-oding the 0ffset-a:re.a in 
many ways is", resident of Bujagali, Jinja, an area that was affected by 
the consrructiofi of'Bujagali dam. His livelihood depends en tourism activities on river 
Nile. He previously owned a restaurant in the area. After the constnretioa of Bujagali 
dam, he closed his restaurant due to lack of customers as a result of .Bujag~lj dam project 
flooding the water falls that were used for tourism activities. He was forced to shift his 
operations in the offset area where he can derive a living. 

is a r-esident of kalagala village near Nile bank forest reserve right in 
t e offs-et-t ~ar~e.a~.-;·ve startel'i as a 10001 historical traditional guide at ilanda fans next to Nile 
bank forest reserve. Currently he is a tour operator in the area, and he has transfbrmed the 
area into a tourist attraction with over 12;0.00. visitors a year, whicn tlas gte-atly 
contributed to the local economy of the Butagaya Sub eounty. 

The offset area has the waterfalls and rapids which are used fur Fatting, kayaking mId 
other tourism activities which are the primary and distinctive attractions of the tourism 
industry in Uganda, which is the highest rG.t6ign €lamer €Xzchartge to the economy of the 
country. 

Bujagali dam prQ,ject had a ldt of iq1paGtsJ, cS,atne willlsi'mba dam project have as a result 
of flooding the offset area, A lot ofpeoptear€ to be displaced during~fhe construction of 
Bujagali dam, dynamite wag. be ng used to blast the b-ig reeks, that eatfSea cracks in 
peoples houses who live in Bujagali and up to now those houses have not been repaired. 
Tourism industry will be impacted, a lot of locals will loose their livelihoods. The offset 
area was put in place to mitigate the envirorunental impacts caused by Bnjagali dam, so 
when isimba project goes ahead, there will be no mitigation tneasures in place. that> will 
greatly impact on the environment. 

I hope this answers your questions, ~ 
Kind regard's 



September 9 2016 

The Inspection Panel 
Wortd Bank 

Dear members of the Inspection Panel, 

We, the residents of the Busoqa region and concerned citizens, we are writing to you 
today to advocate for the protection of the Kalagala Offset Area (KOA) It is known that 
the KOA was created B-Y the Kalaqala Offset Agreement, siqned by the World Bank and 
the Gove-rnment of Uganda, with the goal of pr6&erving and protecting a biologically 
diverse and culturCiUy significant section of the Nile River and its riverbanks 
I'leverttleless, it is €llso known that the construction of the Isimba Dam to its tauest 
proposed neight would heavily and irrevocably impact this area in direct violation of the 
Agreement 

VVe residents have raised this issue With World Bank management, but we arE1: not 
satisfied that enough IS being done to ensure that the Kalagala Offset Agreement i~ 
respected. If tile World Bank fails to protect the KOA, the destruction of this fragile and 
important area will cause harm to all of US and our livelihoods, as v'Iell as the entire 
area's cultural heritage, and the completely unique biodiversity of the area We believe 
that the World Sank has a responsibility to uphold the Kalagala Offset 
A_greement Because of this, we wish to hereby file a request for inspection 

If the dam in burlt to its tauest proposed height, the Isimba reservoir will submerge about 
three quarters of the rapids that are the focus of the Kalag,ala Offset Area's remaining 
adventure tourism industry Thrs inaustrv either directly or Indirectly provides a living 
for many Busaga, including myse11f In addition, the section of the Nile that vV11i be 
submerged directly supports the livelihoods of many fishermen and subsrstence 
farmers, as well as the people who run the ferry boats across the river at desiqnatec 
Sites Also, this section of the Nil'e IS rrorne to imcortant local spiritual and cultural 
figures, such as certain gods that are essential to our culture. Finally, this part of Nile is 
home to m-any unique species of plants and animals, which will be lost forever if the 
Kalagala Offset area is not protected 

E;conomic Impacts 

The comple,tlon of Bujagali Dam a few years ago re-sulted In the loss of revenue and the 
closing of businesses for many of the people in the area of 8udondo Sub-county and 
Jinia town in the Busoga region Among the businesses htiHdest hit were: those that 
depencied on 8 market created by tourists (both Ugandan and Foreign) corning to the 
area to v.s.t Bujaqali 1=-31Is, such as local restaurants- arts and crafts businesses, taxi 
orivers and boda-bcda drivers, local village tour guides, local entertainment, and local 
market shops who sold things like pineapples, mangos, papaya. avocados, etc Many 
people who were employed, In these areas saw their businesses slow down or 
disappear with the completion of the Bujagali darn 



Thos-e of us Nhose ousrnesses were able to SUIVI'J8 the damage done by the Bujagali 
Darn are now afraid that (he completion of the lsimba Dam and the subsequent flooding 
of the Kalagala Offset. will leave us Jobless and unable to support ourselves and our 
families As 'life have seen in Bujagali viltaqe. joblessness has lead to many problems 
that were not there before, such as theft and gambling, excessive drinking, drug abuse, 
and other sOCI@1 ills 

The decline of the tourism industry with ~h8 completion of the 6ujagali dam also 
impacted tt'T€ Ugandan qovsrnrnent's ability to maintain the public infrastructure of our 
area The government used to rec&ive siqruficant revenue from companies carrying_ out 
businesses On the river Nile, from license fees to Pay as You Earn (PYE) income taxes 
for empfoyees regl'stered wrth the Natronal Social Security Fund (NSSr) and UgGinda 
Revenue Authority (URA) lhrs revenue has significantly decreased as businesses have 
shut down and Joblessness has risen As a result, the roads In the Busoqa rsqion are In 
a sorry state, full of holes Vvhen it rains they become impassabie as there is not 
enough tax to fund upgrading the mudEJy and dusty roads ,n JlnJa distnct. and the whole 
of the Busoqa legion Things will oni'y get worse if the remai.ning tour operators are 
forced to close 

Cultural ~mpacts 

The local gods' and spirits that used to guard the 8uJagari falls and also to give 
blessings to the people of the Busoga Kingdom have moved away To us. trus explains 
why we de) not get ~f1('ugh rain, which f@ads to poor agriGultural produce whICh leads to 
farnrne arrc malnutrition ir'l tr,e arre-a. If ltaAda and the Nile below g~t flooded too, the 
gOdS wril have to move agsin and they will be very disappointed Wf; are certain that if 
the gods cia not feel honoured and respected (~nd this includes maintaining their known 
habitat in the (~ver as it exists now) \fire Busoqa Will suffer even more problems. 

BUJagali Fa!is had a huge old Muvule tree where the ble.s&ing gods Jived. This tree was 
cui down because the area \NBS 90in9 La be f100ded and the blessmq gods wele forced 
to mlQrat'¬ :: Ho\)Vev~f before the {3uJ~gall Falls disappeared it is well-dccurnented that 
believers in our stronq Busoga culture travelied from many different areas a·nd countries 
[0 the bi.g Muvuie tree to be blessed \JVhoever received the blsssinqs achieved what 
tile)' asked for These people could come back after a While to share testimony, and the 
rneat of the animats they sacnficed In gratitude would feed the people of the community. 
The loss of a'fi1'oth~(t important cu-itufa~ j0~tlon such as this would be a g'rav8 burden on 
the people of this area We ar.e deeifJ1y sencerned that tnis will happen sg-ain, and in far 
worse fashion. If the KafagGlla Offset rs f!o dad 



Health Impacts 

il/1allY loca! people rely on Nile River water for domestic LJse, as they car-mot afford to 
pay fOI tap water Nevertheless, the Nile River qufckly became contaminated after- tl<1e 
cornpletron of the BUjagaii clam, This IS because the sewaqe and industrial wastes from 
companies near the river Nil€ are dumped into the river, It was better before, when the 
Nile s waters ran quicklvand did not allow the waste to pool and become stagnant. 
However, since the dam was built and the water does not have the opporturuty to flow, 
there has been an increase in the spread of deadly diseases such as rampant Bilharzia 
and diarrhoea Isirnba dam, if built to the highest height, wil! just worsen this situation by 
creating two big sections of the Nile (Lake B .. .jaqali and Kalagala) where waste will 
become trapped and breecl disease, 

Another unintended consequence of the lake created by the Bujagali dam is the arrriVC3'1 
of dangerous animals like crocodiles. Wh~n the river still moved fast, croccdnes WG{;ild 
not swim through, Now that the water does not move, there are crocodiles li'ting I'n bhe 
Bujagali area. near Nile River Explorers camp at the Buwenda and Narnizt arees Thf~' 
has put people at risk of being injured or kllied III places where they used to IDe safe. tt IS 
a reaustc concern that the lsimba dam vvill create an even larqer breeding gmu'nd fer 
these danqe: GLiS animals 'which will later clairn/tnreaten both people and other animals' 
lives 

Political Impacts 

1"18 mass ur.ernplovrnent created in the Bujaqaf and Jmja area by the 8u)ggCtIi Darn 
has spread to the rest of the Busoga reqion, making the Eastern region the second 
poorest after Northern Uganda. The people of these areas join strikes, and most of 
tberr have resorted to supporting OPPosition parties like Forum for Democratic Change 
(FDCj Democratic Party (OP), etc. This IS because the people thtnk the current ruling 
government is not listening to their cries for help, A onetime Member of Parliarrrent for 
Kagoma County, Dr Frank Nabwiso. stated at one point that we cannot have another 
dam under the Blljaga!i fails. If we do he noted. we will lose most of the tourists who 
provide the qovernment With important revenue which could be used to benefit the local 
area. put LIP n8\N roads, buy drugs in hospitals etc. 

Naowiso also said that another clam will cause us to lose tourists who employ our 
Ugandans as drivers SWimmers, kayakers guides, etc The local Ugandans wAo are 
still employed m the tourism industry vIJIII lose their jobs, and will put more pressure on 
governMent ;0 support or create jobs for them This Will be a serious burden on the 
government and can only result In unrest. it IS wel!-known that those Ugandan 
Industries, apart from tourism, which pr-ovide employment do not offer jobs on merit, but 
rather are dependent on the ruling tribe and political party 

For all these reasons, we are standing as voice to the voiceless people whose property 
wiil be underwater If a large lsunba dam is built Few of these people have even been 



offered compensation A Fev'! were offered partial cornpensation. but most were not 
acknowledged at all 

Aithough we are supporting the construction of the smallest Isimba dam. with a pnmarv 
goal of :yorect!ng tr-e f<.alagala offset area we wish to remain anonymous In this 

process 

Thank you for your time and consideration 

Sincerely 
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REQUEST FOR INSPECTION PANEL REVIEW OF THE 

UGANDA: PRIVATE POWER GENERATION (BUJAGALI) PROJECT 
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(P123204); AND ENERGY FOR RURAL TRANSFORMATION PHASE III 
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Management has reviewed the Request for Inspection of the Uganda: Private Power 
Generation (Bujagali) Project (P089659); Water Management and Development Project 
(P123204); and Energy for Rural Transformation Phase III Project (P133312), received by 
the Inspection Panel on June 20, 2016 and registered on September 6, 2016 (RQ16/05). A 
second Request for Inspection for the same projects was received by the Inspection Panel 
on September 19, 2016 and registered on September 22, 2016 (RQ16/08). Management 
has prepared the following response. 
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EXECUTIVE SUMMARY 

Management Response  

i. Management considers that the Request for Inspection is ineligible for the 
following reasons:  

• The potential harm that the Requesters allege does not stem from any Bank-
financed project, but is related to the development of the Isimba hydropower project 
(HPP), which is not financed by the Bank and hence cannot be subject to a Panel 
review.  

• The Bank-financed Private Power Generation (Bujagali) Project, which the Request 
seeks to link to the alleged impacts stemming from the Isimba HPP, is closed and 
as such is not eligible for a Panel review. 

• The two additional Bank-supported operations mentioned by the Inspection Panel 
(but not cited in the Request)1 do not relate to the harm alleged in the Request. 

ii. Management would like to underline that the Requesters state that they are 
“interested in challenging the legality of the construction of Isimba Dam at the present 
location.” In Management’s view, since the Isimba HPP is not a Bank-financed project, 
neither the Bank nor the Inspection Panel is the appropriate authority to address such a 
challenge. Furthermore, the Bujagali project closed in August 2012, and is not eligible for 
investigation. The Panel’s jurisdiction over any legal agreement, whether loan, grant or 
guarantee, ends when the project closes. The Bujagali project, a run-of-the-river power 
plant, has been implemented, commercial operations began in August 2012, and the 
guaranteed commercial loans were fully disbursed by 2012. Therefore, as defined by Bank 
policy, the Bujagali project has closed. 

iii. The other two projects cited in the Panel’s Notice of Registration are unrelated 
to the harm alleged by the Requesters. The Water Management and Development Project 
(WMDP) is financing the implementation of specific forestation related activities that are 
part of the Kalagala Offset Sustainable Management Plan (KOSMP/SMP) developed under 
the Bujagali project and does not support any intervention that could create or contribute 
to the alleged harm. A component of the Energy for Rural Transformation Project (ERT 
III) finances the preparation of an Addendum to the Environmental and Social Impact 
Assessment (ESIA) that the Government of Uganda (GoU) development for the Isimba 
HPP project. The Addendum – at the request of the Bank – looks specifically at potential 
impacts of the Isimba HPP on the Kalagala Offset Area (KOA) 2 which is an area that is 
environmentally protected by an Indemnity Agreement (IA) that the GoU and the Bank 
entered into in connection with the IDA guarantee for the Bujagali project. In this instance, 

                                                 
1 Formal complaints submitted by the Requesters to the Panel only make a reference to the Private Power 
Generation (Bujagali) Project supported by an IDA guarantee. 
2 The Kalagala offset area (KOA) is defined in the Bujagali legal agreements as the Kalagala Falls Site 
(KFS). For ease of reference, and unless otherwise indicated, the terms Kalagala Offset Area and Kalagala 
Falls Site will be used interchangeably in this Management Response. 
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the Bank has gone out of its way to finance the ESIA Addendum (but not the original ESIA 
for the Isimba project) to support the GoU to identify and manage specific impacts on the 
KOA. Completion of the Addendum is expected in mid-2017. As this work on the ESIA 
Addendum is still ongoing, the Requesters’ claim that the Isimba HPP will have an 
adverse impact on the KOA is premature. 

iv. Hence, in Management's view, the Requesters are not able to demonstrate that 
their rights or interests have been or are likely to be directly affected by an action or 
omission of the Bank as a result of a failure of the Bank to follow its operational policies 
and procedures with respect to the design, appraisal and/or implementation of a project 
financed by the Bank. 

Inspection Panel Request and Background 

v. On September 6, 2016, and September 20, 2016, the Inspection Panel registered 
two Requests for Inspection concerning the Uganda: Private Power Generation (Bujagali) 
Project (P089659). In its notice of registration, the Panel added to the Request the WMDP 
(P123204) and the ERT III (P133312). The Requests were submitted by residents living in 
or close to the KOA, the offset established to address the adverse environmental and 
spiritual impacts identified in the earlier Bujagali project.  

vi. The Requesters allege that the construction of the Isimba HPP (not financed by the 
Bank), will lead to flooding of the Kalagala Falls offset. The IA requires the GoU to set 
aside a defined site at Kalagala Falls to protect its natural habitat and environmental and 
spiritual values. Under the IA, any tourism development at the Kalagala offset area must 
be carried out in a manner acceptable to IDA and any power generation development that 
could adversely affect Uganda’s ability to maintain the offset would require the agreement 
of IDA. The flooding referred to by the Requesters would, allegedly, breach the IA and 
would lead to environmental, cultural, economic, and health-related harm.  

Actions 

vii. Recognizing the GoU’s obligations under the IA with respect to protection of the 
Kalagala offset, the Bank commits to (i) continuing to work with the GoU to finalize the 
assessments of impacts of the Isimba Dam on the KOA in detail, with the aim to ascertain 
whether the relevant objectives and the covenants of the IA remain fulfilled. The Bank will 
further (ii) work with the GoU so that appropriate mitigation measures are in place to 
manage any negative impacts once they are known; and (iii) advise the GoU regarding 
livelihood restoration measures and compensation provided to people affected by the 
Isimba Dam. 
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I. INTRODUCTION 

1. On September 6, 2016, the Inspection Panel registered a Request for Inspection, 
IPN Request RQ 16/05 (hereafter referred to as “the Request”), referencing three projects 
in Uganda: (i) Private Power Generation (Bujagali) Project (P089659); (ii) Water 
Management and Development Project (P123204); and (iii) Energy for Rural 
Transformation Phase III Project (P133312) (the three projects are hereafter referred to, 
collectively, as the “Projects”) financed by the International Development Association 
(“IDA,” or “the Bank”). It should be noted that the Request for Inspection only referred to 
the Private Power Generation (Bujagali) Project. While reviewing the Request, the Panel 
made the determination that the Water Management and Development Project and Energy 
for Rural Transformation Project “can all be plausibly linked to the alleged harm.” 

2. The first Request for Inspection was submitted by a legal firm based in Kampala, 
representing residents of the Kalagala offset area (KOA).3 The residents as well as the firm 
have requested that their identities remain confidential (hereafter referred to as the 
“Requesters”). Attached to this Request were letters from residents requesting the legal 
firm to represent them and emails providing detail on residents who submitted the requests. 
No further materials were received by Management in support of the Request. 

3. The first Request claims that the Indemnity Agreement (IA) between the Bank and 
the Government of Uganda (GoU), which established the KOA, is violated by the potential 
impact of the Isimba hydropower project (Isimba HPP), which is not financed by the Bank. 
The Requesters claim that the Isimba Dam, once completed, will erode the 
countermeasures that were intended through the establishment of the KOA; that the 
development of the Isimba Dam will undermine the management of protected resources 
(i.e., targeted forest reserves, river banks, and wetlands); that the opportunities for 
sustainable development provided by the natural resources around the KOA will be 
extinguished; that the construction of the Isimba Dam will flood the river within the KOA 
and thereby affect the ecological and social functions of the river; and that the GoU might 
feel empowered to violate other commitments if the Bank does not hold the GoU 
accountable.  

4. The Requesters claim that the flooding of the KOA, as a result of the development 
of the non-Bank-financed Isimba HPP, violates the provisions of the following Bank 
policies and procedures:  

• OP/BP 4.01, Environmental Assessment;  

• OP/BP 4.11, Physical Cultural Resources; 

• OP/BP 4.36, Forests; and 

                                                 
3 The Kalagala offset area (KOA) is defined in the Bujagali legal agreements as the Kalagala Falls Site 
(KOA). For ease of reference, the terms Kalagala Offset Area and Kalagala Falls Site will be used 
interchangeably in this Management Response. 
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• OP/BP 4.37, Safety of Dams. 

In its Notice of Registration, the Inspection Panel added OP/BP 4.04, Natural Habitats, as 
another policy that may have been violated. 

5. On September 22, the Inspection Panel registered a second Request for Inspection, 
IPN Request RQ 16/08, referencing the same projects. This Request came from three 
residents of the Busoga region and concerned citizens (the “Requesters”), who asked that 
their identities be kept confidential. Since both requests raise similar issues regarding 
impacts of the Isimba HPP on the KOA, the Panel is processing both requests jointly.  

6. The second Request claims that the filling of the reservoir of the Isimba Dam at its 
"tallest proposed height" will flood and affect the KOA "heavily and irrevocably," and that 
although the Bank is not financing the Isimba Dam, its reservoir may undermine the 
management of the protected KOA as required by the IA signed between the GoU and IDA 
for the Bujagali project. The Requesters consider that they are likely to suffer 
environmental, cultural, economic, and health-related harm. No other materials were 
received by Management in support of this second Request or the harms alleged by the 
Requesters. 

7. Structure of the Text. The document contains the following sections: Section II 
describes the relevant projects. Section III elaborates on some agreements and plans that 
are relevant to the Requests. Section IV discusses Management’s view of the eligibility of 
the Requests. Section V presents Management’s responses to the claims made by the 
Requesters. Annex 1 presents the Requesters’ claims, together with Management’s detailed 
responses, in table format. Annex 2 presents a detailed description of the projects related 
to the Requests and the history of the Bank’s engagement with Bujagali. Annex 3 is a map 
of the Kalagala offset area  (KFS or KOA). 

II. THE PROJECTS 

8. The Requests for Inspection registered by the Panel (Notice of Registration IPN 
Request RQ 16/05) reference three projects: (i) Private Power Generation (Bujagali) 
Project (P089659); (ii) Water Management and Development Project (P123204); and (iii) 
Energy for Rural Transformation Phase III Project (P133312). These projects are described 
below, following a description of the Isimba HPP. Although the Isimba HPP is not financed 
by the Bank, its potential impact on the KOA led to the Requests for Inspection.4 

(i) Isimba Hydropower Project (not Bank-financed) 

9. The Isimba HPP is a 183.2 MW run-of-the-river project located about 36 km 
downstream of the Bujagali hydropower plant on the Nile River.5 The plant is expected to 
generate 1,039 GWh per year (annual design energy). The maximum height of the dam 
structure is 36.9 m. The reservoir surface area is 19.4 square kilometers and volume 60.8 

                                                 
4 See Annex 2 for detailed descriptions.  
5 All distances are approximate. 
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million cubic meters. The reservoir, when full, will extend some 18 km upstream; it will 
not reach the Kalagala Falls, but it is expected to flood about 4.5 km of the Nile River 
within the KOA. In addition to the power plant, the project includes construction of a 42-
km, 132-kV double circuit line between the Isimba HPP site and the Bujagali substation. 

10. The Isimba project is not supported by any part of the World Bank Group. It is 
financed by the GoU (15 percent) and a concessional loan from the Export-Import Bank of 
China (85 percent). The project has been contracted for construction to China International 
Water & Electric Corporation, under an engineering-procurement-construction (EPC) 
Contract in the amount of US$567.7 million and a 40-month construction period. 
Construction started in April 2015 and is to be completed in August 2018, with the first 
turbine coming on line in April 2018. The construction is about 45 percent complete at this 
time.  

(ii) Private Power Generation (Bujagali) Project (P089659) 

11. The Private Power Generation (Bujagali) Project was a Bank-supported project to 
enable the construction of a 250-MW run-of-the-river hydropower plant. The project was 
completed and entered into commercial operation on August 1, 2012. The Bujagali plant 
has generated an average of 43-44 percent of Uganda’s total annual power generation in 
recent years. The project enabled the country to significantly strengthen its energy security 
using clean power.  

12. The Bujagali plant has a reservoir adequate for daily storage, an intake powerhouse 
complex, and an earth-filled dam with a maximum height of about 30 meters. The project 
was constructed on the Nile River, approximately 8 kilometers north (downstream) of the 
existing Nalubaale and Kiira hydropower plants, which are located between the Bujagali 
plant and Victoria Lake.6  

13. The project was supported through an IDA guarantee7 in the amount of US$115 
million, backstopping debt service repayment of commercial loans, approved by the Bank’s 
Board on April 26, 2007. The guarantee is set to expire in November 2023 upon repayment 
of the guaranteed commercial loans. In line with Bank Policy the closing date of the 
Bujagali project occurred on August 1, 2012, which is the date the power plant entered into 
commercial operation (and which is different from the expiration date of the guarantee). 
Following the closing date of the project, as per policy, the Bank has continued to monitor 
the financial risks covered by the IDA guarantee and will continue to do so until the 
expiration of the guarantee. Until the Guarantee expires, the GoU is bound by the 
contractual agreements of the IA, which are spelled out in more detail below.  

14. The assessments conducted as part of the Bujagali project showed that it would 
have adverse impacts on natural habitat, in particular on fisheries, forests, and areas of 

                                                 
6 The project was structured as an Independent Power Producer (IPP) plant under a Build-Own-Operate-
Transfer (BOOT) arrangement, with a 30-year Power Purchase Agreement (PPA) with the Uganda Electricity 
Transmission Company Ltd (UETCL). The project was developed by Bujagali Energy Limited (BEL), a 
privately-owned special purpose company incorporated in Uganda. 
7 In addition, the World Bank Group support included IFC loans and a MIGA guarantee.  
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specific cultural relevance to local communities. To mitigate adverse impacts on natural 
habitat, and environmental and spiritual values, the KOA was established and protected by 
the IA between IDA and the GoU, which was signed on July 18, 2007.  

(iii) Water Management and Development Project (P123204) 

15. The development objectives of the Water Management and Development Project 
(WMDP) are to improve (i) integrated water resources planning, management and 
development; and (ii) access to water and sanitation services in priority urban areas. The 
project has three main components: (1) investments in integrated water resources 
development and management (including the financing of priority investments of the 
Kalagala Offset Sustainable Management Plan, KOSMP); (2) infrastructure investments 
in urban water supply sanitation/sewerage and catchment/source protection; and (3) 
strengthening institutions for effective project implementation.  

16. The project was approved by the Bank’s Board of Directors on June 26, 2012 and 
became effective on August 12, 2013. As of October 10, 2016, US$57.6 million was 
disbursed, which is 42.7 percent of the total amount of the IDA Credit of US$135 million. 
The closing date is set for December 31, 2018.  

(iv) Energy for Rural Transformation Phase III Project (P133312) 

17. The Energy for Rural Transformation Phase III (ERT III) Project aims at increasing 
access to electricity in rural areas of Uganda. The project has three components: (1) on-
grid energy access; (2) off-grid energy access; and (3) institutional strengthening and 
impacts monitoring. The third component comprises a number of activities, including, 
among others, carrying out priority environmental and social impact assessments.  

18. The project was approved by the Bank’s Board of Directors on June 5, 2015 and 
became effective on March 31, 2016. As of October 10, 2016, US$0.28 million had been 
disbursed of the total amount of the IDA Credit of US$136.22 million. The project is co-
financed by a GEF grant of US$8.2 million and by the GoU in the amount of US$33.2 
million. The closing date is set for December 31, 2020.  

19. ERT III is financing an Addendum to the Environmental and Social Impact 
Assessment (ESIA) that the GoU developed for the Isimba HPP through the ERT III. ERT 
III does not finance any part of the construction of Isimba HPP nor is it necessary for the 
Isimba HPP to operate. The objective of the Addendum is to assess the length (in km) and 
surface area (in ha) of the river and adjacent land areas within the KOA that would be 
inundated or otherwise affected by the Isimba HPP. The ESIA Addendum is expected to 
be finalized by mid-2017 (after appropriate stakeholder consultations are held).  
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III. RELATED PLANS AND AGREEMENTS8 

20. Indemnity Agreement. The IA is the legal instrument governing the GoU’s 
obligations regarding the KOA. The IA defines the Kalagala offset area (“Kalagala Falls 
Site”) by reference to a map attached to it (KOA Map, see Annex 3). The map indicates 
that the KOA includes a 10-km long stretch of the river. The southern and northern 
boundaries of the KOA are about 12.5 km and 22.5 kilometers, respectively, downstream 
of the Bujagali dam. The KOA extends some distance away from the river, to include two 
forest reserves on the river banks – the Kalagala Central Forest Reserve (CFR) and the Nile 
Bank CFR. The IA also extends specific protections to the Mabira CFR. 

21. The IA specifically requires the GoU to set aside the KOA “to protect its natural 
habitat and environmental and spiritual values in conformity with sound social and 
environmental standards acceptable to the Association.” It also limits any tourism 
development at the KOA and requires that such tourism development only be carried out 
“in a manner acceptable to IDA and in accordance with the aforementioned standards.” 
Further, it requires that any power generation development that could adversely affect 
Uganda’s ability to maintain the above stated protection at the KOA obtain the prior 
agreement of IDA. The IA remains in effect until the commercial loans guaranteed by IDA 
are fully repaid (expected to occur in November 2023). While the IA is in effect, the GoU 
will continue to be bound to its contractual obligations in connection with the KOA and 
the Bank will continue assessing compliance of this contractual obligation by the GoU. 

22. The IA is not intended to preclude the GoU from developing power generation. 
Because additional power generation that could affect the KOA was foreseen at the time 
the Bujagali project was conceived, the IA effectively allows the GoU to develop power 
generation so long as it does so in accordance with the sound standards noted above. The 
Bank is now taking steps in conjunction with the GoU to determine whether or not the 
power generation being developed by the GoU will adversely affect the protection of the 
natural habitat and environmental and spiritual values of the KOA.  

23. KOSMP. The KOSMP is a sustainable management plan developed by the Ministry 
of Water and Environment in response to the IA requirement for the GoU to “conserve 
through a sustainable management program and budget mutually agreed by the 
Government and the Association, the present ecosystem of the Mabira Central Forest 
Reserve, as well as the Kalagala Central Forest Reserve and the Nile Bank Central Forest 
Reserve on the banks of Kalagala Falls (as such Reserves are included in the Kalagala 
Falls Site).” The referenced sustainable management program was finalized and adopted 
in 2010, covering the period 2010 through 2019, and was launched by the GoU in 2011. 
The KOSMP sets forth appropriate mitigation measures to conserve and safeguard the 
ecosystem of the CFRs and address some of the impacts of the Bujagali project. The 
KOSMP is a safeguard instrument designed to mitigate impacts from the now closed 
Bujagali project. It is not a safeguard instrument to mitigate impacts from WMDP (the 
WMDP has other safeguards instruments that apply to the WMDP project). Accordingly, 
while the WMDP financing agreement provides financing for specific KOSMP activities, 

                                                 
8 More details about the IA and the KOSMP is in Annex 2. 
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it does not include any an obligation for the GoU to implement the KOSMP. Further, as 
indicated in the quote above from the IA , the contractual obligations related to the KOSMP 
for the Bujagali project apply only to the ecosystems of the specified forest reserves.  

24. The KOSMP is a Government program with a geographic scope that extends 
beyond the area defined as the KFS/KOA in the Bujagali IA, and which covers activities 
that go well beyond the specific contractual undertakings in the IA between the GoU and 
the Bank. In that regard, the title of Kalagala Offset Sustainable Management Plan is 
misleading, since the KOSMP covers a broad range of reforestation, capacity building and 
livelihood restoration activities outside the KOA and the specific obligations set out in the 
IA.  

25. Under the WMDP, the Bank is only financing the following priority activities set 
forth in the KOSMP: (i) implementation of an integrated approach to afforestation and 
reforestation, including, inter alia, restoration of native vegetation, conservation of 
habitats, and restoration and protection of riverbanks; (ii) training, facilitation and 
provision of technical support to community and commercial agriculture enterprises in 
support of environmentally sustainable livelihood strategies; and (iii) strengthening the 
technical and institutional capacities of the Ministry of Water and Environment and 
National Forestry Authority for implementing the KOSMP. Specific activities are detailed 
in Annex 2. 
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IV. ELIGIBILITY CONSIDERATIONS 

26. Management submits that the Request is ineligible according to the Resolution 
Establishing the Panel. Requests that are considered ineligible for investigation include:  

(i) Those “with respect to actions which are the responsibility of other parties, 
such as the borrower, or potential borrower, and do not involve any action or 
omission on the part of the Bank;” 

(ii) Requests filed after the Closing Date of the loan financing the project with 
respect to which the request is filed or after the loan financing the projects has 
been substantially disbursed; and 

(iii) Requests related to a particular matter or matters over which the Panel has 
already made its recommendation upon having received a prior request, unless 
justified by new evidence or circumstances not known at the time of the prior 
request (see Panel Resolution 14(a), 14(c), 14(d)).  

27. As discussed further below, any one of these grounds provides the basis upon which 
the present Request is not eligible for investigation. 

(i) Project Not Financed by the Bank 

28. The potential harm that the Requesters allege stems not from a Bank-financed 
Project, but from the development of the Isimba HPP, which is not financed by the Bank. 
For this reason, the Request is not eligible for investigation in accordance with the Panel 
Resolution. The Requesters allege that the inundation resulting from the development of 
the Isimba HPP will negatively affect the livelihoods which they derive from the KOA. 
This alleged harm, if it were to indeed materialize, would result from the GoU’s 
development of the Isimba HPP and not from a Bank-financed project. The Bank has no 
role in the design, appraisal or implementation of that project. The Panel Resolution states 
clearly that the “affected party must demonstrate that its rights or interests have been or 
are likely to be directly affected by an action or omission of the Bank as a result of a failure 
of the Bank to follow its operational policies and procedures with respect to the design, 
appraisal and/or implementation of a project financed by the Bank.” 

29. In this context it is important to underline that the Requesters state in their own 
words that they are “interested in challenging the legality of the construction of Isimba 
Dam at the present location.” In Management’s view neither the Bank nor the Panel is the 
appropriate authority to address such a challenge.  

(ii) Closed Project 

30. The Bujagali project is not eligible for investigation because it is closed. The 
Panel’s jurisdiction over any legal agreement, whether loan, grant or guarantee, ends when 
the project closes. The rules governing the closing date of Bank projects depend on the 
type of instrument used. In the case of guarantees, in accordance with Bank policy and 
instructions, the Bank Guarantee Closing Date is the expected completion date of the 
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project. Project completion is defined, as applicable, as: (i) the implementation date of the 
project; (ii) the commercial operations date; or (iii) the end of the availability period. The 
Bujagali project has now been implemented, commercial operations began in 2012 and the 
guaranteed commercial loans were fully disbursed by 2012. Therefore, and as stated in 
Bank policy, it is clear that the Bujagali project has closed. This policy requirement is set 
out in OP 10.00, para 26 and BP 10.00, para 40. The Panel resolution (para 14) stipulates 
that “In considering requests [...] the following requests shall not be heard by the Panel: 
[...] (c) Requests filed after the Closing Date of the loan financing the project with respect 
to which the request is filed or after the loan financing the project has been substantially 
disbursed.” 

(iii) Recommendations Made in Prior Requests 

31. The Request is ineligible because the issues raised in this Request were addressed 
in the Panel’s recommendation on prior Requests in 2001 and 2007. The Requesters are 
raising issues that the Panel has already investigated and on which it issued 
recommendations in its investigations related to Bujagali in 2001 and 2007 (see Annex 2 
for more detail). Management addressed the Panel’s earlier findings regarding the Bujagali 
project in the pertaining Management Action Plan. The requirements set forth in the IA 
were the direct result of an effort to address the Panel’s findings from the 2007 Request.  

(iv) Projects Cited by the Panel 

32. In addition, the Panel cites two other projects in its Notice of Registration that are 
not mentioned by the Requesters. To the extent that Management understands the 
allegations, these projects are not linked to the alleged harm, as they have no relation to the 
GoU’s decision to develop the Isimba HPP, as discussed below:  

• WMDP. The WMDP is unrelated to the factual allegations of the Requesters. It is 
not anticipated that the Isimba HPP would affect the WMDP. However, even if 
potential impacts from the Isimba HPP were to affect the WMDP’s ability to fully 
achieve its objectives, this would not create or contribute to the alleged harm. 
Such situation would not represent a deterioration when compared to the without 
project situation. The WMDP is implementing a part of the KOSMP/SMP 9 
developed under the Bujagali project and is not related to impacts resulting from 
the Isimba HPP. The WMDP does not support any intervention that could create or 
contribute to the alleged harm, hence, it is not clear how acts or omissions under 
this project would relate to the alleged harm from the Isimba HPP.  

• ERT III. The ERT III is not related to any harms the Requesters raised. Following 
the Bank’s request to the GoU to study any potential environmental and social 
impacts from Isimba on the KOA, the Bank agreed, on December 16, 2015, to 
restructure the ERT III Financing Agreement to support the GoU to undertake an 

                                                 
9 KOSMP and the shorter SMP are used interchangeably  
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ESIA Addendum for that purpose. Apart from financing the ESIA Addendum 
focusing on the KOA, the ERT III does not relate to the Isimba HPP.  

The ESIA Addendum support through ERT III allows the Bank to obtain a 
robust and credible assessment of any impacts from Isimba on the KOA. This 
assessment will also inform the Bank’s decision on whether or not Uganda is 
observing its obligations under the IA and is in no way intended to serve as the 
basis for consideration of any IDA supported project. To that extent, the ERT III 
supports an effort to study, and where required, mitigate adverse impacts and, 
hence, cannot be credibly linked to the alleged harm raised in the Request.  

33. Management reiterates that based on the reasons explained above, Management 
believes that the Request is ineligible according to the Resolution Establishing the Panel. 
Nevertheless, the Bank has continued carrying out its due diligence and following up on 
the GoU obligations under the IA in connection with the KOA. The GoU’s actions 
regarding Isimba to date do not in and of themselves merit an investigation. The outcome 
of the ESIA Addendum will allow the Bank to ascertain whether the Isimba HPP 
contravenes the understandings between Management and the GoU under the IA. If the 
outcome demonstrates that the KOA is under threat, and the GoU refuses to undertake 
potential remedial measures, it may merit Bank intervention. This limitation on Panel 
accountability, however, does not mean that Bank-Government dialogue diminishes or that 
the Bank will not continue to engage with the GoU.  
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V. MANAGEMENT’S RESPONSE 

34. The Requesters’ claims, accompanied by Management’s detailed responses, are 
provided in Annex 1.  

35. Management submits that the Request for Inspection is not eligible for a number 
of reasons, which are explained in Section IV above. Despite these reservations, 
Management would like to provide the clarifications below on the issues raised in the 
Request.  

36. As noted earlier, the potential harm alleged by the Requesters stems from the 
development of the Isimba HPP, which is not financed by the Bank. The Bank has 
reviewed the feasibility studies and the ESIA prepared for the Isimba HPP to assess the 
potential impacts of the proposed project on the KOA. The current design of the Isimba 
HPP requires a reservoir that will inundate a portion of the Nile River, which stretches into 
the KOA, including a number of rapids that are located in that section of the river.  

37. At this point the GoU is not in breach of the IA. Assessing the GoU’s compliance 
with the IA in light of the Isimba HPP is currently being examined through the ESIA 
Addendum. It is important to note that the IA does not expressly prohibit development of 
power generation affecting the KOA. The IA would be violated only if such power projects 
were to adversely affect the GoU’s ability to maintain the IA’s requisite protections of the 
KOA. In this context, Management has consistently engaged with the GoU to underscore 
the importance of complying with the IA while also developing the Isimba HPP. The GoU 
responded by reiterating its commitment to the IA and sharing for the Bank’s review the 
technical studies and the safeguard documents for the Isimba HPP.10  

38. The Isimba project is not located within the KOA. However, given the potential 
impacts of the project on the KOA, the GoU is currently preparing the ESIA Addendum, 
which specifically focuses on such potential impacts. In fact, to support the credibility and 
robustness of the ESIA Addendum, the Bank provided IDA funding for its preparation 
through the ERT III as noted above. The Addendum covers the main potential 
environmental and social impacts, if any, and corresponding mitigation measures for the 
Isimba HPP as it could affect the KOA. In addition, the GoU will prepare a separate Long-
term Conservation Options Report (LTCOR) to address sustainability issues of the KOA, 
as the IA will expire in 2023.  

39. Although the construction of the Isimba HPP is ongoing, any impact on the KOA 
would only occur in conjunction with the inundation process, which is expected to be in 
2018. The Bank requested additional studies to better analyze concerns regarding 
biodiversity, and specifically fish species endemic to this part of the Nile. Based on these 
studies and on the ESIA Addendum and the LTCOR, the Bank will consider whether or 
not the GoU is complying with its obligations under the IA and the relevant objectives of 
the IA are still fulfilled. If not, the Bank will engage with the GoU to discuss mitigation 
measures for such impacts, in line with the IA, or otherwise consider its remedies. This 
                                                 
10 Letter from IDA dated January 26, 2015; and response from the GoU dated February 5, 2015. The 
Bank’s comments on the Isimba ESIA were provided to the GoU through a letter dated March 17, 2015. 
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could entail “to suspend or cancel in whole or in part Uganda’s right to make withdrawals 
under any development credit agreement or financing agreement between the Association 
and Uganda or under any loan or guarantee between the Bank and Uganda, or to declare 
the outstanding principal and interest of any such credit or loan due and payable 
immediately.” 

40. In Management’s view, the Requesters’ attempt to seek recourse through the IA 
under the closed Bujagali project is inappropriate. The protection set forth in the IA is 
limited in scope. The IA established the KOA specifically as an ecologically similar offset 
under OP 4.04 to address the adverse environmental and spiritual impacts identified in the 
ESIA/Environmental and Social Management Plan for the Bujagali project. It expressly 
sets aside the KOA to “protect its natural habitat and environmental and spiritual values.” 
While the Request raises environmental concerns that are not specified, it does spell out in 
detail the concerns about alleged negative impacts on tourism-related jobs, income and 
livelihoods. The Request specifically refers to the impact on whitewater recreation, which 
is the tourism activity that would be affected by the partial flooding of the river. 11 
Management notes, however, that tourism and related income is not protected under the 
IA. On the contrary, the IA clearly seeks to limit any tourism developments in the KOA to 
prevent adverse impacts to the environment. This is in line with the measures supported by 
the SMP, which includes the promotion of socio-economic and environmentally sound eco-
tourism activities at the KOA and is operational until 2019. The ESIA Addendum and 
LTCOR will document current efforts to enhance and further develop the socio-economic 
framework through the establishment of a range of livelihood strategies in close 
consultation with local stakeholders. The ESIA Addendum will (i) describe the ongoing 
tourism related activities within the KOA that would likely be affected by the Isimba HPP; 
and (ii) specify and locate on a detailed map precisely which whitewater rapids would be 
lost to inundation by the Isimba HPP, and which would remain available for recreational 
use within the KOA. The Addendum will also assess the likely impacts of this change on 
local businesses and communities, along with local employment and the broader economy, 
including Jinja and beyond, and is expected to lay out planned support for alternative 
tourism activities, to supplement reduced recreational opportunities within KOA 
attributable to the Isimba HPP. 

41. The Requesters’ claims related to potential cumulative health, environmental and 
cultural impacts as a result of the Isimba HPP are unsubstantiated and premature. The 
Requesters consider that they are likely to suffer environmental, cultural, economic, and 
health-related harm as a result of the combined effect of Bujagali and Isimba. The Bank is 
now taking steps in conjunction with the GoU to ensure that the impacts of the Isimba HPP 
are fully and properly assessed. The ESIA Addendum in particular will make the 

                                                 
11 The Requesters allege that “the impact on the tourism industry along the Nile River that sustains the 
livelihoods of many of the community members would suffer greatly and as a result many people will be 
displaced. The Kalagala Offset Area has waterfalls and rapids used for rafting, kayaking and other tourism 
related services and activities. These activities are the primary and distinctive attractions of the tourism 
industry in Uganda, which is the highest foreign earner exchange to the economy of the country. They also 
state that the tourism industry attracts over 12,000 visitors a year and has greatly contributed to the local 
economy of the Butagaya Sub-county.” 
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determination as to whether the power generation being developed by GoU will adversely 
affect the protection of the natural habitat and environmental and spiritual values of the 
KOA or not. Both parties remain committed to upholding the IA. Management notes that 
adverse impacts from Bujagali have been compensated under the now closed project. 
Management has carefully reviewed the alleged impacts cited in the Request (crocodiles, 
water quality), none of which have been confirmed in the 2016 environmental audit that 
was done for the Bujagali project.12  

42. With regard to the two additional operations identified by the Panel, Management 
reiterates that in its view, these two additional projects do not cause or contribute to the 
harm alleged in the Request, nor to the claim of the Requesters that the Bank allegedly has 
failed to enforce the IA. On the contrary, both the WMDP and the ERT III Projects are 
supporting additional measures to strengthen the protection of the KOA and to support the 
GoU’s ability to comply with its obligations as set forth in the IA. Specifically: 

(i) The ERT III Project is financing the preparation of the ESIA Addendum to 
enable the Bank to ascertain and ensure Isimba’s compliance with the terms of 
the IA related to the protection of the KOA; and 

(ii) The WMDP seeks to support the implementation of priority activities such as 
afforestation, restoration of native vegetation, conservation of sensitive 
habitats, restoration and protection of river banks and specific livelihood 
measures that are elaborated in the KOSMP.13 There is no requirement under 
the WMDP or the IA obliging the GoU to fully implement all activities set out 
in the KOSMP.  

43. The Bank’s Board has been informed about the issues regarding the Isimba HPP 
and its potential impact on the KOA and the IA. As part of Management’s progress 
reporting on the implementation of the action plan responding to the previous Inspection 
Panel investigations of the Bujagali project, these issues have been raised. 14  In 
Management’s view there is clear accountability to the Board regarding the implementation 
of Action Plans following Panel investigations.  

Conclusion  

44. In Management’s view, the Request is untenable. The Bujagali project is closed, 
the alleged impacts stem from a project not financed by the Bank. The concerns raised in 
the Request in any case relate to impacts outside the scope of the IA and with respect to 
which the Bank has no basis to formally intervene.  

                                                 
12 Environmental Audit of Bujagali Hydropower Project, dated April 2016. 
13 The Operational Manual for the WMDP details the specific activities supported under the MWDP. 
Project, as described in Annex 2. 
14 Fifth Progress Report to the Board of Executive Directors on the Implementation of Management’s 
Action Plan in Response to the Inspection Panel Investigation Report on the Uganda: Private Power 
Generation (Bujagali) Project. http://ewebapps.worldbank.org/apps/ip/Pages/ViewCase.aspx?CaseId=68. 
Management is preparing a sixth progress report to be submitted to the Board in December 2016. 
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45. Speculation related to the potential impacts of the Isimba HPP on the KOA is 
premature. The Bank is continuing to work with the GoU to study in detail the potential 
impacts of Isimba on the KOA through the ESIA Addendum and LTCOR. It is therefore 
premature to assert that the GoU has failed to comply with the IA.  

46. Development projects, specifically large scale infrastructure, typically involve 
complex tradeoffs between larger development goals and conflicting or competing 
interest by groups of citizens. In this case, the interest of the local tourism industry may 
indeed collide with the GoU’s interest in developing power generation for economic and 
social development for the entire country. In Management’s view an investigation by the 
Inspection Panel is not the appropriate channel for such a discussion of national 
development strategies.  

47. Management believes that the Requesters’ rights or interests have not been, nor 
will they be, directly and adversely affected by a failure of the Bank to implement its 
policies and procedures. 

Actions 

48. Recognizing the Bank’s responsibility to assess compliance of the GoU with the 
IA, the Bank commits to continuing to work with the GoU to finalize the assessment of 
potential impacts of the Isimba Dam on the KOA. The Bank will further:  

• Support the GOU to establish appropriate mitigation measures to manage 
identified negative impacts. Should the GoU not comply with the mitigation 
measures, the Bank will consider exercising appropriate remedies;  

• Advise the GoU regarding livelihood restoration measures and compensation 
provided to people affected by the Isimba HPP; and 

• Determine, on the basis of the findings of the ESIA Addendum, once it is 
completed, whether any adjustments to the KOSMP might be appropriate to 
continue the protections of the ecosystem of the CFRs as agreed in the IA.  
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Annex 2. Project Details  

A. Isimba Hydropower Project (not Bank-financed) 

1. Project Description. The Isimba Hydropower Plant (Isimba HPP) is a 183.2-MW 
run-of-the-river project, with a dam located at Koova Island, several kilometers 
downstream of Simba Falls and about 36 km downstream of the Bujagali HPP dam, along 
the Nile River.15 The plant will have four Kaplan turbines, 45.8 MW each, and is expected 
to generate 1,039 GWh per year (annual design energy). Maximum height of the dam 
structure is 36.9 m. Reservoir surface area is 19.4 square kilometers and reservoir volume 
60.8 million cubic meters. The reservoir, when full, will extend some 18 km upstream, 
stopping two kilometers from the Kalagala Falls, but flooding about 4.5 km of the river 
within the KOA. According to the RAP for the plant, there are 13 rapids between Bujagali 
HPP and Isimba HPP of class 3 or higher: four are between Bujagali HPP and the southern 
border of the KOA; six are within the KOA; and three are between the northern border of 
the KOA and Isimba Dam. The Isimba reservoir will flood five of these rapids, including 
two within the current boundaries of the KOA. In addition to the power plant, the project 
includes construction of a 42-km, 132-kV double circuit line between the Isimba HPP site 
and the Bujagali substation.  

2. Project Studies. A technical feasibility study for the power plant was completed in 
September 2012 by a joint venture of Fichtner (Germany) and Norplan (Norway). An 
Environmental Impact Assessment for the power plant was completed in November 2014, 
and for the transmission line in November 2012, both prepared by a consortium of Fichtner 
and Norplan and two Ugandan firms – AWE Environmental Engineers, and Kagga & 
Partners Ltd Consulting Engineers. The same firms prepared a RAP for the power plant in 
September 2013 and one for the transmission line in August 2012. A Social Impact 
Assessment for the power plant was completed in December 2014 and for the transmission 
line in September 2014. The Bank asked the GoU to clarify how it intendeds to ensure 
compliance with the IA while also developing the Isimba HPP through a letter dated 
January 26, 2015. In a letter dated February 5, 2015 the GoU reiterated its commitment to 
the IA and shared the technical studies and the safeguard documents for the Isimba HPP 
for the Bank to review. The Bank’s comments on the Isimba ESIA were provided to the 
GoU through a letter dated March 17, 2015. 

3. Project Status. The project has been contracted for construction to China 
International Water & Electric Corporation, under an EPC Contract for the amount of 
US$567.7 million and a 40-month construction period. The project is financed by the GoU 
(15 percent) and a concessional loan from the Export-Import Bank of China (85 percent). 
Construction started in April 2015 and is to be completed in August 2018, with the first 
turbine coming on line in April 2018. The construction is about 45 percent complete at this 
time. The Ministry of Energy and Mineral Development reported that by mid-September 
2016 the number of compensation claims paid included 745 for the dam site (out of 766); 

                                                 
15 All distances are approximate. 
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1,584 for the reservoir area (out of 1,717); and 691 for the transmission line route (out of 
988).  

B. Private Power Generation (Bujagali) Project (P089659) and the History of the 
Bank’s Involvement with Bujagali 

4. Bujagali 1 and the first Inspection Panel Request. The first Bujagali project 
(“Bujagali Hydropower Project,” P078024, or Bujagali 1) was an earlier attempt to develop 
the Bujagali site in the late 1990s/early 2000s, with AES as the private sector sponsor. The 
WBG supported the project through an IDA guarantee, IFC loans and a MIGA guarantee. 
The project was approved by the WBG Board of Directors on December 18, 2001. The IA 
between IDA and the Republic of Uganda was signed on December 20, 2001, which – inter 
alia – contained a number of the Government’s commitments in relation to the hydropower 
development at Kalagala Falls; conservation of the Mabira Central Forest Reserve; 
commitment not to develop any hydropower initiatives at Murchison Falls (a World 
Heritage Site, which is far north of and not affected by Isimba); and maintenance of a 
Multi-stakeholder Task Force for the Kalagala Offset to identify, review, implement and 
monitor environmentally sustainable investment programs with appropriate mitigation 
measures at Kalagala Falls satisfactory to IDA. In its original version, the IA did not 
contain a commitment to developing tourism at the Kalagala Falls Site. However, in a letter 
of June 4, 2002, the Government amended the IA to replace Section 3.08(a) to read: 
“Uganda will set aside the Kalagala Falls Site exclusively to protect its natural habitat and 
environmental and spiritual values and to develop tourism and will not develop the site for 
power generation without the Agreement with the Association.” An Inspection Panel case 
(case #24) on the project was registered on August 7, 2001, followed by an Investigation 
Report (May 23, 2002) and a Management Report and Recommendation (June 7, 2002), 
with an Action Plan to address the various concerns raised.  

5. However, the Bujagali 1 project failed to become effective and was cancelled in 
November 2003, following the withdrawal of AES from the project in August of that year. 
With the cancellation of the project, the obligations set out in the IA signed for Bujagali 1 
expired and any outstanding actions in the Management Report and Recommendation 
became moot. 

6. Bujagali 2. The Private Power Generation (Bujagali) Project, or Bujagali 2, is a 
250-MW run-of-the-river power plant with a reservoir adequate for daily storage, an intake 
powerhouse complex, and an earth-filled dam with a maximum height of about 30 meters. 
The project was constructed on the Nile River, approximately 8 kilometers north 
(downstream) of the existing Nalubaale and Kiira hydropower plants, located between the 
Bujagali plant and Victoria Lake. The Bujagali reservoir has a surface area of about 388 
hectares, and its southern boundary reaches the tailrace areas of the Nalubaale and Kiira 
plants. The Bujagali 2 project included construction of a 100-km long transmission line, a 
transmission substation at Kawanda, and an extension of the Mutundwe substation. The 
project was structured as an Independent Power Producer plant under a Build-Own-
Operate-Transfer arrangement, with a 30-year Power Purchase Agreement with the Uganda 
Electricity Transmission Company Ltd (UETCL). The project was developed by Bujagali 
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Energy Limited (BEL), a privately-owned special purpose company incorporated in 
Uganda.16  

7. Project Status. The project was successfully completed and entered into 
commercial operation on August 1, 2012. The Bujagali plant generated 972 GWh in 2012; 
1,376 GWh in 2013; 1,366 GWh in 2014; 1,457 GWh in 2015; and 715 GWh in the first 
half of 2016, or about 43-44 percent of Uganda’s total generation in recent years. The 
project enabled the country to significantly strengthen its energy security using clean 
power.  

8. World Bank Group Support. The Bujagali 2 project was supported through (i) an 
IDA guarantee in the amount of US$115 million, backstopping debt service repayment of 
commercial loans; (ii) IFC “A” and “C” loans in a total amount of US$130 million, and 
(iii) MIGA political risk insurance for up to US$150 million. The IDA guarantee is set to 
expire in November 2023 upon repayment of the guaranteed commercial loans. An IA 
between IDA and the Republic of Uganda was signed on July 18, 2007, following the 
approval of the project by the World Bank Group’s Board of Directors on April 26, 2007. 
The project closed on August 1, 2012, when the power plant entered commercial operation. 
Per OP/BP 10.00 and associated instructions, the implementation support phase of the 
project also ended on August 1, 2012. Following completion of the project, as per policy, 
the Bank has continued to monitor the specific financial risks covered by the IDA guarantee 
and will keep doing so until the expiration of the guarantee.  

9. The assessments conducted as part of the Bujagali 2 Project showed that it would 
have adverse impacts on natural habitat. They noted specific adverse impacts on fisheries, 
forests, and areas of specific cultural relevance to local communities. According to the 
World Bank’s safeguard policies, in particular OP 4.04, Natural Habitats, the adverse 
impacts on natural habitats needed to be mitigated through the creation of an ecologically 
similar protected area, which led to the creation of the KOA.  

10. Indemnity Agreement and the KOA. The IA is the legal instrument governing 
the GoU’s obligations regarding the KOA. The IA defines the KOA by reference to a map 
attached to it (KOA Map, see Annex 3). The map indicates that the KOA includes a 10-km 
long stretch of the river, with five rapids of class 3 or higher. The southern and northern 
boundaries of the KOA are about 12.5 km and 22.5 kilometers, respectively, downstream 
of the Bujagali HPP dam.  

11. The IA specifically requires the GoU to set aside the KOA “to protect its natural 
habitat and environmental and spiritual values in conformity with sound social and 
environmental standards acceptable to the Association.” It also limits any tourism 
development at the KOA and requires that such tourism development only be carried out 

                                                 
16 BEL shareholders included: (i) Industrial Promotion Services (Kenya) Ltd., the Kenya subsidiary of IPS, 
the industrial development arm of the Aga Khan Fund for Economic Development (35 percent); and (ii) 
Sithe Global Power LLC (US) (Sithe Global) (53 percent) an international development company, which is 
controlled by Blackstone Capital Partners (an affiliate of the Blackstone Group), and whose shareholders 
also included Reservoir Capital Group, LLC, a privately held investment firm, and Sithe Global’s 
management. The GoU owned a 12 percent stake in the project.  
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“in a manner acceptable to IDA and in accordance with the aforementioned standards”, 
and that any power generation development that could adversely affect Uganda’s ability to 
maintain the above stated protection at the KOA would require the prior agreement of IDA. 

12. The IA is not intended to preclude the GoU from developing power generation. 
Because additional power generation that could affect the KOA was foreseen at the time 
the Bujagali project was conceived, effectively, the IA allows the GoU to develop power 
generation so long as it does so in accordance with such sound standards. The Bank is now 
taking steps in conjunction with the GoU to determine whether or not the power generation 
being developed by the GoU will adversely affect the protection of the natural habitat and 
environmental and spiritual values of the KOA.  

13. The IA remains in effect until the commercial loans guaranteed by IDA are fully 
repaid (expected to occur in November 2023). While the IA is in effect, the GoU will 
continue to be bound to its contractual obligations related to the KOA.  

14. The IA of July 18, 2007 for Bujagali 2 differs in a number of ways from the IA of 
December 20, 2001 for Bujagali 1 in relation to the Government’s commitments related to 
the Kalagala Falls offset. A notable difference is that the IA of Bujagali 2 does not extend 
the Government’s commitments to protecting development of tourism per se in the KOA, 
but instead limits any tourism development and requires that such development be carried 
out according to sound environmental and social standards.  

15. Kalagala Offset Sustainable Management Plan (KOSMP). The IA for the 
Bujagali 2 project requires the GoU to conserve the present ecosystem of the Mabira CFR, 
as well as the Kalagala CFR and the Nile Bank CFR on the banks of the Kalagala Falls 
through a sustainable management program and budget. The sustainable management 
program was developed over the period 2009-2010 by the Ministry of Water and 
Environment and adopted in 2010. The KOSMP, which covers the period 2010-2019, is 
comprised of the main document and six appendices: one on ecotourism development at 
Kalagala-Itanda Falls; four on forestry conservation, and one on district development. 
Implementation of specific priority activities under the KOSMP is, in part, supported by 
the IDA-financed Water Management and Development Project (see below). 

16. The KOSMP includes the following activities: (i) implementation of an integrated 
approach to afforestation and reforestation, including restoration of native vegetation, 
conservation of habitats, and restoration and protection of riverbanks; (ii) implementation 
of environmentally sustainable livelihoods strategies; and (iii) strengthening the capacities 
of the Ministry of Water and Environment and the National Forestry Authority to 
implement the KOSMP. The KOSMP encompasses: Kalagala Falls and Itanda Falls and 
associated water and islands; Mabira CFR, Kalagala Falls CFR, Nile Bank CFR, 
Namavundu CFR, Namawanyi CFR, Namananga CFR, and Namakupa CFR. 

17. Bujagali 2 and the Second Inspection Panel Request. A Request for Inspection 
of the Bujagali 2 project was registered on March 7, 2007 (case #44), followed by an 
Investigation Report (August 29, 2008) and a Management Report and Recommendation in 
Response to the Inspection Panel Investigation Report (November 7, 2008). The Management 
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Report included an Action Plan to strengthen institutional capacity of the various 
authorities responsible for the project; social assessment and mitigation measures, 
including updating of the socioeconomic baseline, follow-up on programs to address 
vulnerable groups and sharing of project benefits; measures to address physical cultural 
resources, including chance find procedures; and environmental assessment and mitigation 
measures, including disclosure of Panel of Experts reports, progress in afforestation, 
completion of the SMP for the Kalagala offset (see below); and follow-up on disclosure of 
information regarding Lake Victoria water releases. Most of the measures under the Action 
Plan have been completed; the remaining actions include: (i) continued and satisfactory 
implementation of the SMP; (ii) electrification of households in the Naminya Resettlement 
Area and affected nine villages as part of the community development program; and (iii) 
issuance of the remaining three land titles, under the supplemental action plan developed 
by BEL.17 

C. Water Management and Development Project (P123204) 

18. Project Description. The development objectives of the WMDP are to (i) 
strengthen institutional capacity for integrated water resources planning, management and 
development; and (ii) provide access to water and sanitation services in priority urban 
areas. The project has three main components: (1) investments in integrated water 
resources development and management; (2) infrastructure investments in urban water 
supply, sanitation/sewerage and catchment/source protection; and (3) strengthening 
institutions for effective project implementation. The first component includes three sub-
components, of which the third is the KOSMP (see above). This sub-component has an 
allocation of US$4.8 million equivalent, and partially complements the resources and 
efforts of the GoU to comply with its obligations under the IA for the Bujagali project 
through the implementation of the KOSMP. 

19. Specific Activities Supported Under Component 1.3 of the WMDP. The Project 
Implementation Manual describes in detail the specific KOSMP activities supported by the 
WMDP as follows:  

 Procure a service provider to map degraded areas, survey and demarcate 
boundaries of CFRs and River Banks. Coordinate, supervise and provide 
technical backstopping to the service provider;  

 Procure a service provider to plant and tend the plantings in the degraded areas 
of Mabira, and its boundaries and within the Nile River banks;  

 Sign an MoU with NFA on raising seedlings, supervision and technical 
backstopping of the service provider on enrichment planting; 

                                                 
17 The status of the Action Plan is described in the “Fifth Progress Report on the Implementation of 
Management’s Action Plan in Response to the Inspection Panel Investigation Report (Report # 44977-Ug) 
on the Republic of Uganda Private Power Generation (Bujagali) Project (Ida Guarantee NO. B0130-UG)”, 
December 10, 2015. 
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 Map out small scale and commercial tree growers, facilitate them and 
technically support them to grow trees on their land; 

 Train, facilitate and provide technical support to 20 community groups within 
the catchments of the Nile River to engage in high value sustainable agriculture;  

 Identify and open trails to high value sites within the Mabira ecosystem to 
promote tourism;  

 Procure a consultant to conduct the ecological and socioeconomic survey for 
Mabira ecosystem and update the management plan accordingly; and 

 Procure a consultant to establish a digital data base for Mabira, and train staff 
on how to collect data and update the database.  

20. Project Status. The project was approved by the Bank’s Board of Directors on 
June 26, 2012 and became effective on August 12, 2013. As of October 10, 2016, US$57.6 
million was disbursed, which is 42.7 percent of the total amount of the IDA Credit of 
US$135 million. The closing date is set for December 31, 2018.  

D. Energy for Rural Transformation Phase III Project (P133312) 

21. Project Description. The objective of the ERT III Project is to increase access to 
electricity in rural areas of Uganda. The project has three components: (1) on-grid energy 
access; (2) off-grid energy access; and (3) institutional strengthening and impacts 
monitoring. The third component comprises a number of activities, including, among 
others, carrying out priority environmental and social impact assessment.  

22. Project Status. The project was approved by the Bank’s Board of Directors on 
June 5, 2015 and became effective on March 31, 2016. As of October 10, 2013, US$0.28 
million was disbursed of the total amount of the IDA Credit of US$136.22 million. The 
project is co-financed by a GEF grant of US$8.2 million and by the GoU in the amount of 
US$33.2 million. The closing date is set for December 31, 2020.  

23. The ESIA Addendum. ERT III finances an Addendum to the ESIA that the GoU 
developed for the Isimba HPP. The Addendum is required to properly describe the 
expected environmental and social impacts of the Isimba HPP within the land and water 
boundaries of the KOA, providing the relevant baseline information and the expected 
changes as a result of construction and operation of the Isimba HPP. The ESIA Addendum 
will describe and quantify the length (in km) and surface area (in ha) of the river and 
adjacent land areas within the KOA that would be inundated or otherwise affected by the 
Isimba HPP. The land area data will distinguish between forest or other natural vegetation, 
non-native forest plantations and cultivation or other areas of intensive human use. The 
Addendum covers the main potential environmental and social impacts, if any, and 
corresponding mitigation measures for the Isimba HPP as it could affect the KOA. The 
Addendum is expected to be finalized by mid-2017.  
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Annex 3. Kalagala Offset Are Map (as per IA) 
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