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{3) Transmits all working draft EIS's to
appropriate Division Chief.

(4) In the event of questions or difficult
deadlines, contacts the Chief, OEQ, for reso-
lution or rescheduling.

(53) Determines nced for publie hearings.

6.11 Drafters and reviewers.

(1) Develops an understanding of 102(32)
{e) procedures for review snd preparation of
impact statement material, as set forth in
these guidelines.

(2) Upon receipt of assignment, conducts
review or drafting effort following Burecau
Guidelines. Develops and drafts fish and
wildlife material or comments, and sure
names resulting draft.

(3) When assigned as primary coordinator
of multidiseipline drafting or review effort,
conducts necessary coordination to complete
the assignment,

{4) Obtains guldance as required fTrom
Reglonal Environmental Coordinator.

AGENCY FOR INTERNATIONAL DEVELOPMENT
[Transmittal Letter 11:64; Circular 1221.2]

CONSIDERATION OF ENVIRONMENTAL ASPECTS
oF U.8.-Ass1sTED CAPITAL PROJECTS

I. Purpose, This manual circular is issued
to alert missions to the need to insure that
project feasthbility studies, in analyzing the
devalonment benefits of a proposed project,
include the identification and assessment of
the economic and social environmental costs
of the project.

II. runcy. It is the policy of ALD. to re-
quire, during the planning stages of capital
projects, consideration and assessment of
the direct or potential effects of environ-
mental aspects of each project.

A. The National Environmental Policy Act
of 1969 provides that the United States will
“promote efforts which will prevent damage
to the environment and blosphere, and
stimulate the health and welfare of man.”
The Act ealls upon all agencies of the Federal
Government to review programs and proce-
dures with “particular reference to their
effect on the environment and on the con-
gervation, development and utilization of
natural resources,”

B. In this context A.ID. has an important
but most dificult role when analyzing and
considering the financing of capital projects.
There are vast differences in the stages of
development between the developed and the
developing countries, In the degree of un-~
tapped resources, and in the relative eco-
nomic benefits from projects in contrast to
their environmental effects and costs. There
are also significant differences in cultural
values and the manner in which the develop-
ing countries will weilgh the economic devel-
opment advantages of a project against its
economlc and environmental costs and the
resulting effects on the quality of life in the
developing country. However, A.LD, is to help
to determine in the design of projects that
there is an ldentification of the environ-
mental costs—project costs and effects which
have become evident in the United States
and other more developed socleties, which we
are now finding most difflcult and costly to
overcome and which through foreslght and
adequate planning can be avolded.

C. In varying degree, feasibility studies of
AID. projects have taken environmental fac-
tors into consideration. For example, water-
shed protection is considered ln hydro proj-
ects, erosion protection in highway design,
anaf.lon and internal project design factors
in industrial plants or complexes. It i1s now
the polley of A.ILD. not only to focus more
carefully on environmental considerations
but to attempt to identify more fully the
effects of technological change on the en-
vironment and thelr immediate and longer
range costs. It is recognized that some of

FEDERAL REGISTER,

NOTICES

these factors are difficult to consider in the
context of specific projects, since they involve
broader questions of land and water use plan-
ning and natural resource allocation. None-
theless, future capital project feasibility
studiea will include in their scopes of work
the requirement for such environmental
analyses and the results thereof to be ex-
pressed quantitatively where facts, concepts,
and/or data permit.

III. Procedure. A. Interim—Until more
formal concepts and instructions can be
developed and !ssued through appropriate
manual orders, it is requested that Missions
institute the following in collaboration with
the host country:

1. For feasibllity studies which do not yet
have completely developed and approved
scopes of work, the Mission is to consider
with the borrower/grantee (B/G) the desir-
ability of including In the scope of work an
assessment of environmental factors not al-
ready covered. The extent and character of
specific elements of such an assessment will
be left to the determination of the B/G and
the Misslon Director whose position will re-
flect the concepts outlined in this manual
circular as well as general policy adlivsory
material which was outlined in AIDTO Cir-
cular A-688, dated March 25, 1970,

2. For feasibility studies currently going
forward under approved scopes of work and
approved contracts, the Misslon is to explore
the possibility of including appropriate as-
sessments under the contract before the work
is completed. If the B/G agrees as to the
desirability, discussions can be initiated be-
tween the B/G and the contractor to deter-
mine the additional amount of work required
and the methods to be emoloyed In providing
the necessary expertise. Should the B/G not
agree to Inclusion of such assessment in a
particular study, the Mission will make a
Jjudgment of the environmental effects of the
project and if it concludes that they are of
appreciable significance and beyond the capa-
bility of the Mission staff to evaluate, 1t will
request ALD./W to obtain expert assistance
through PASA arrangements with an appro-
priate US. Government agency or through
the use of the basic ordering agreements for
specialized engineering contract services
(*M.O. 1425.1—Specialized engineering con-
tract services"). The Mission Is to provide, in
case elther type of assistance is desired, an
approprlate PIO/T.

AID./W has embarked on a review and
posalhla revisions of its prescribed planning
requirements as issued in “M.O. 1221.2—
Feasibility studles, economic and technical
soundness analysis, capital projects.” Untll
those new instructions are issued this manual
circular will be in effect.

C. Capital assistance papers submitted in
the future will include the appropriate con-
sideration of ecnvironmental factors as de-
veloped in accordance with the above and
future instructions.

Effective date: August 18, 1970.
[Transmittal letter 11:72; Circular 1214.1)]

PROCEDURE FOR ENVIRONMENTAL REVIEW OF
CAPITAL PROJECTS
Effective date: September 20, 1971.

I, Introduction. A. To implement AID.'s
policy to conform with the intent and objec-
tives of the National Environmental Policy
Act of 1969 (NEPA, Public Law 91-190) in
respect to capital projects abroad (1) for
which U.B. assistance through AI.D. has been
requested and (2) which it is determined
may significantly affect the quality of the
human environment, the following procedure
will be followed to provide the Council on
Environmental Quality (CEQ), and such
other Federal agencies as AID, may select,
an opportunity to be informed about and
comment on such projects as part of the
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ALD. project review process. In addition,
accordance with the intent of NEPA and the
provisions of the Freedom of Information Act
{5 U.8.C. 552), the procedure will make avail-
able to the public, at the appropriate tiue
information on the environmental implica-
tions of such projects, and the methods by
which the environmental aspects are to be
treated in the project.
B. It is recognized that the relation=hj
between AID., as an agency of the US, Gov.
ernment, and a prospective forelgn Lor.
rower, grantee 15 different in respect to i
degree of ALD. participation in the deci:
making process regarding a capital pr
than is the case with domestic agencies
ticipating in decisionmaking on intra.US
governmental projects. The proposed project
is not, in the forelgn assistance case, n 1§
project and the final decislons concerning
that project are not properly the res
sibility of the United States, but of ths
questing foreign country or agency. Th
tent 1s to work with the assisted fo
country or agency to insure that pr
analysis and design reflect considerat
environmental factors and the alte
means, with assoclated costa/benefits
minimizing undesirable environmental ide
effects while maximizing beneficial environ-
mental results. There is no intent to lmp
U.B. standards, priorities, or solution:
foreign government through this proc
At the same time, AILD. on bebalf of the
United States is involved in reachlng . de-
cision of its own, viz. whether to provide
assistance to the project. The proposed
cedure recognizes the bilateral nature «
decislonmaking process and seeks to !
the NEPA objective of thorough ens
mental review while giving approp
welght to the judgment of the foreign coun-
try involved.
C. For the above purposes, the following
procedure will be followed by AID. in con-
sldering requests for capital assistance lo
projects overseas.
II. Procedure—A. Applicability. 1. The
steps outlined below will be followed for
all projects for which capital assistance (|
or grant) from A.I.D. is requested, and v
have reached the stage at which either (&
a prefeasibility or feasibility study or (bl
an intensive review request (IRR), which-
ever is first, is being considered. It will apply
to capital projects being considered for dol-
lar assistance from A.ID. appropriated {unds
(all appropriation categories) or from US-
owned local currencies in those cases where
ALD. Is responsible for the authorization of
the uses of such currencies, It will not apply
to projects financed with country-owned lo-
ecal currency, although AJID. should cn-
courage Aassisted countries to ldentify and
evaluate environmental considerations in
planning and executing capital projects
nanced with country-owned local currencies
generated by assistance programs. Capltal
projects for the purpose of the application
of the proposed procedure, would be defined
as set out in “M.O. 1201.1—Capital
ance: Introduction and Definitions,
“M.O. 1098.1—A.ID. Implementation B5ys
tem."” Capltal Assistance is defined in pars-
graph II. and Attachment A of "M.O. 120017
and in paragraph 1.D.2, of “M.O. 1089.1"
2. SBector programs, or sector loans, a ¢
gory not now separately defined by manud
order, will have to be evaluated to dete nul'lr
whether t.hey in fact, constitute a series
of “projects” in a sector, in which case such
“projects” will be evaluated to deterr :
whether the procedure applles or not. I
the sector loan or grant, upon examinition
consists of local cost or foreign exchani
financing in respect to or in support o ¢
sector-wide program of diverse pollcy. Inst-
tutional or investment actlons by the 85
sisted government or agency, the proposed
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procedure would presumably not apply, al-
tnough such & presumption should be ex-
ymined in each case.

B. Selection. 1. The first step in the proce-
dure will a determination, initially
made by the ALD, organizational unit (in
ihe field or in ALD./Washington) respon-
stble for the d p t of the capital as-
.istance proposal, that & capital project does
or does not qualify as a project with a sig-
sificant environmental impact. This deter-
mination will be reviewed and approved by
ne responsible Regional Bureau or equiva-
lent in ALD./Washington.

2. Since, in the broadest sense of the term,
a1l developmental activities have, or should
tave, environmental impact in the sense that
they improve the quality of 1ife, increase pro-
duction, create jobs, improve standards of
1ving, ete. it is clear that more selective
criteria are required. Common sense and the
rule of reason are probably the best tech-
niques to apply. When & project will clearly
have potential deleterious environmental
ide effects; e.g.. alr, water, or thermal pol-
mitlon; noxious emisslons; effects on eco-
|oz!cal systems; use of potentially toxic ma-
terinls; ete,, it would be obvious that the
environmental impact should be analyzed,
alternative methodologies studied, and ap-
propriate safeguards proposed as Integral
parts of project design and implementation.
Projects such as dams, irrigation, roads, in-
dustrial plants, malaria or other disease vec-
tor control projects, power tine facili-
ties, ete,, would, & priori, appear to fall into
this category. At least, the of
whether such projects have a potential for
significant adverse environmental effects
should be addressed, examined, and answered
for such type of activity.

3 At the other end of the scale, projects
which provide financing for intermediate
credit  institutions, development banks,
mortgage banks, educational or health serv-
ices and facilities of a general nature, capital
markets, credit unions, savings and loan in-
stitutions, ete, when the environmental im-
plications, if any, are the result of second- or
third-level actions, removed in time or soace
from the original project action, and difficult,
if not impossible, to predict, the presumption
would be that a detalled analysis of the en-
vironmental impact of the ultimate subproj-
ects could not be determined and, therefore,
would not be required. This presumption
should, of course, be addressed and tested in
ench case. In between, there will undoubtedly
arise projects of a type which cannot be cate-
gorlzed in advance; hence judgment and a
reslistic appraisal will have to be applled.

C. Action. 1. When a capital project is de-
termined by the Bureau with inltial action
responsibility to have significant, potential,
sdverse environmental implications, this
judgment will be recorded at the earilest
pesible stage In the project development
process, the borrower/grantee will be in-
formed, and all subsequent actions will re-
flect this consideration.

2. Pursuant to “M.C, 1221.2—Consideration
of Environmental of U.S.-Assisted
Cepltal Projects” (TL 11:64), feasibility and
nenfeasibility studies for capital projects are
required to include in their scopes of work
the requirement, for environmental analyses.
When the feasibility or prefeasibility study
has not yet been accomplished or when
AID. participation in such studies is not re-
Quired. the initial identification of environ-
mental problems, the need for analysis, and
the proposed methods of dealing with such
aspects will be ted In the Intensive
Teview request. It will be the responsibility
?: ALD, reviewing and approving authorities
for feasibility studies or IRR's to insure that
fironmental considerations have been
identified and that means for analyzing and
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dealing with them are adequately Incorpo-
rated in the proposal,

3. Review of scopes of work or IRR's for
environmental impact purposes will include,
but not be limited to, & consideration of:

s. The environmental impact of the pro-
posed actlon.

b. Any adverse environmentel effects which
cannot be ided should the proposal be
implemented.

c. Alternatives to the proposed action.

d. The relationship between local short-
term uses of the environment and the main-
tenance and enhancement of long-term
productivity.

e. Any lrreversible and {rretrievable com-
mitments of resources which would be in-
volved in the proposed actlon should it be
implemented.

4. When the reviewing or approving au-
thority, the Reglonal Bureau or its equiva-
lent, determines that & project proposal
should be made the subject of a prefeasibil-
ity or feasibility study, or when it approves
and issues an suthorization for IR, which-
ever is first, it will include the necessary in-
structions for consideration of environmen-
tal lssues in Its approval action. At this time
in the process, the approving authority will
notify the Office of Development Finance,
and provide the relevant information and/
or coples of the documents.

5. At perlodic intervals (to be determined
in light of the workload) AID will send a
summary report of such approved feasibility
or prefeasibility studies and/or IRR's to the
CEQ. This report will identify the project, its

. location, etc., and will, to
the extent possible at this stage, enumerate
(a) the envir tal factors which have
been identified, (b) the proposed method
for analyzing and evaluating such factors,
including a listing of such outside, expert
opinion and advice as may be proposed for
consultation on such matters.

6. The p of this proposed report is
to inform the CEQ, at the earliest practicable
date, of initiation by AID of serious project
development action on proposals with signif-
jcant environmental implications. It will not
be necessary to transmit the full documenta-
tmnnnmpmjectpmpmuwcm:tm
time, although CEQ would be free to review
such documentation in AID, if it wished, or
to offer such comment or advice to AID as it
might deem appropriate at that stage. No
distribution of these reports would be made
other than to CEQ unless a request was made
to and approved by AID. Such requests would
have to be reviewed in the light of the classl-
fication or administrative control status of
the documentation at that stage.

7. As project development proceeds, the
information, technical data, analysis, and
proposed solution of environmental problems
will be made available to the borrower /gran-
tee and will accompany the project proposal
through the review process with the borrow-
er/grantee and within ALD. CEQ would be
free to participate in the review process In
AL1D./W. Other Pederal agencies having ex-
pertise in the subject matter will, at the
invitatlon of the reviewing sauthority in
AID. (Regional Bureau or its equivalent),
be tnvited to participate.

8. When, and if, the project proposal
reaches the stage where a formal project ap-
proval document (loan paper or capital grant
approval document) is under preparation for
AILD, consideration of financial assistance to
the project, the resuits of the analyses out-
lined in paragraph II.C.3. above, proposed
solutions, cost implications, ete., will be in-
cluded as an annex to that document en-
titled, “Environmental Analysis." The En-
vironmental Anajysis annex should be a
balanced, summary presentation of the
anticipated environmental benefits of the
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project, as well as an analysis of the environ-
mental problems involved. The annex should
include, but need not be limited to, & discus-
sion of the factors outlined in paragraph
I1.C.3. above, and should:

a. Describe how and by whom the project
analysis, including the environmental pro-
tection aspects, was carried out.

b. Describe the environmental problems
involved.

¢. Describe, when applicable, alternative
project designs, techniques, and methodolo-
gles examined.

d. Discuss the remsons for the cholce of
the recommended project design and the en-
vironmental protection measures recom-
mended or, when appropriate, why such
measures are not recommended.

e. Discuss the effect of any special meas-
ures recommended for environmental pro-
tection purposes on project costs and on the
economic evaluation of the project.

f. Discuss, when appropriate, the environ-
mental aspects of the project in relation to
the overall cost 'benefit analysis.

9. CEQ will be notified when project docu-
mentation, including the annex, reaches the
stage where formal A.LD. suthorizing action
is under way (Development Loan Staffl Com-
mittee consideration for loans or equivalent
for grant projects). CEQ would be free to
be represented and participate as a non-
voting member at DLSC or equivalent meet-
ings when projects subject to this procedure
are under final interagency consideration.

10. Following DLSC review, final recom-
mendations to the Administrator or other
suthorizing officer for formal authorization
of the project will refiect the analysis of the
environmental aspects of the project, the
preparatory work done thereon, any unre-
solved issues, etc., as is done with economic,
technical, and financial aspects. The Envi-
ronmental Analysis annex will be an integral
part of the project documentation (loan
ormtpmr}mthcbuhnfwhwhtm
final authorization is r mended

11. At the time when a capital project s
authorized by AID. and when the bor-
rower/grantee is notified of the authorizing
action, the environmental analysis annex of
the authorlzing document will be extracted
from the documentation and 10 copies will
be transmitted to the CEQ, under cover of a
letter of transmittal from the authorizing
official. These copies will be distributed by
CEQ to:

a. CEQ Council and staff.

b. National Technical Information Serv-
ice (for public avallability).

¢. Library of Congress Environmental Sec-
tion (for congressional availability).

d. Environmental law reporting services.

In addition, CEQ will list the annex In ita
monthly publication, the "“102 Monitor.”

12. It is recognized that the project au-
thorization is, in reality, an authorization to
enter into negotiations concerning the pro-
vision of assistance to the project. No final
action, irrevocably committing the US.
Government, I8 taken until such negotia-
tions are completed and a formal ngree-
ment is drafted and signed by duly author-
ized representatives of the United BStates
and the reciplent forelgn entity. During
these negotiations, the environmental anal-
ysis annex should be made available to the
borrower/grantee and, when appropriate,
agreement sought on any aspects of the
project resulting from this analysis.

13. The final decision authorizing US.
signature of the project loan or grant agree-
ment will be taken by AID, in light of the
overall assessment of U,S. forelign policy
considerations, as well as the economie, po-
litical, financial, technical, and environmen-
tal factors (costs and benefits, advantages

and disadvantages, etc.) of the project as
negotinted.
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