
PROJECT PAPER 

SANTIAGO URBAN TRANSPORT TECHNICAL ASSISTANCE PROJECT 

Date: September 3, 2009 
Country: Chile 
Project Name: Santiago Urban Transport 
Technical Assistance Loan 
Project ID: PO86689 

Task Team Leader: Jorge Rebelo 
Sector ManagedDirector: Aurelio 
MenendedLaura Tuck 
Country Director: Pedro Alba 
Environmental category: B 

I 

Revised project development objective (PDO)/outcomes 
The PDO as set forth in the Loan Agreement, namely “to support the Borrower in 
achieving an efficient and sustainable urban transport system for Metropolitan Santiago”, 
would now be used consistently as PDO across al l  project documents because it i s  a 
better reflection o f  the intended objective. 

FY 
Annual 
Cumulative 

The expected outcomes would partially differ f rom the originally approved outcomes, 
namely the focus would be more directly on improvements in the quality and/or 
zfficiency o f  public transport in Santiago as wel l  as to Transantiago’s financial/fare 
nanagement system. 
Does the restructured project trigger any new safeguard policies? 
Cnvironmental Assessment (OP/BP 4.01) 

Revised Financing: Plan (US$m.) 

2006 2007 2008 2009 2010 201 1 2012 
0.012 0.50 0.00 0.00 1.6 1.7 0.988 
0.012 0.512 0.512 0.512 2.1 12 3.812 4.80 

Source I Local I Foreign I Total 

Indicate if the restructuring is :  

Board approved X 
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Introductory Statement 

1. 
changes in the Chile, Santiago Urban Transport Technical Assistance Project, Loan No. 
73 16-CH, P086689, and make corresponding amendments to the project’s legal 
documents. The proposed changes are needed in order to better align Bank assistance 
with the operational and financial challenges o f  the new public transport system in 
Santiago (known as Transantiago). 

This Project Paper seeks the approval o f  the Executive Directors to introduce 

2. 
by (i) introducing new project subcomponents, (ii) dropping selected subcomponents, and 
(iii) modifying the scope o f  a few subcomponents; (b) changing the implementation 
arrangements accordingly by adjusting the institutional arrangements, revising the 
procurement arrangements and including additional procurement methods, revising the 
disbursement/financial management arrangements, including new disbursement 
categories and conditions, and reallocating funds between disbursement categories; (c) 
replacing and fine-tuning indicators; and (d) extending the loan closing date by two years. 
For the purpose o f  sub-item (d), Transantiago-SE submitted to the Bank a specific action 
plan and time schedule to complete the project, including the new activities, within the 
proposed loan extension period (December 3 1,20 1 1). Furthermore, since there i s  a 
difference in the wording o f  the PDO in the Project Appraisal Document (PAD) and the 
Loan Agreement, the PDO as set forth in the Loan Agreement would now be used 
consistently as PDO across all project documents because it i s  a better reflection o f  the 
intended objective. Finally, since the new project activities would include the 
implementation o f  pilot projects, the environmental category would change from C to B 
(for details see paragraph 32). 

The major modifications being proposed include (a) changing the project scope 

3. 
improvements in the quality and/or efficiency o f  public transport in Santiago as well as to 
Transantiago’s financial/fare management system. The PDO as stated in the Loan 
Agreement, namely to “support the Borrower in achieving an efficient and sustainable 
urban transport system for Metropolitan Santiago”, would be on track to be achieved. 

The expected outcomes from the restructured project would mainly consist o f  

4. 
(GoCH) on June 11,2009. 

A request for project restructuring was received from the Government o f  Chile 

Background and Reasons for Restructuring 

5. 
approved by the Board on July 5,2005 and became effective on December 2,2005. The 
current closing date i s  December 3 1,2009. 

This Technical Assistance Loan (TAL) in the amount o f  US$4.8 mi l l ion was 

6. 
programmatic DPL provided for a total Bank support o f  US$ 1 00.16 mi l l ion to underpin 
the policy and institutional reforms envisaged to bring Transantiago into full operation. I t  
was to be implemented in two sequenced single tranche loans during the period 2005-07. 

The TAL accompanied a Programmatic Development Policy Loan (DPL). This 
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DPLl in the amount o f  US$ 30.16 mi l l ion was approved in July 2005 together with the 
TAL, and the operation closed at the end o f  December 2006. The GoCH did not seek the 
approval o f  the second DPL. However, they did follow through with the implementation 
o f  the totality o f  the Transantiago reform, albeit with some serious init ial difficulties. 

7. The TAL was designed as an instrument to provide technical assistance to the 
GoCH in the various phases o f  Transantiago, namely, preparing for the implementation 
o f  the public transport reform, evaluating the reform outcomes, and providing tools to 
fine-tune Transantiago after i t s  implementation. For these purposes, the TAL was 
subdivided into six components: (a) General Urban Transport; (b) Public Transport; (c) 
Environment; (d) Land Use; (e) Social Aspects o f  Transport; and (r) Mitigation o f  
Potential Adverse Impacts o f  Transport Infrastructure Works. The total project cost i s  
U S $  6 million. At the end o f  May 2009, the disbursed loan amount was US$ 0.5 1 million. 

8. 
completed'; (b) a well-attended international conference on metropolitan transport 
authorities was organized2; (c) one study i s  close to completion3; and (d) six activities are 
currently being bid out4. The completed activities and those close to completion will 
mainly help to fine-tune Transantiago. The cost o f  these activities i s  approximately U S $ 2  
mi l l ion (or 33% o f  the project cost). 

Since project inception in December 2005, (a) three studies were successfully 

9. 
progress toward achieving the development objectives were considered moderately 
unsatisfactory and moderately satisfactory, respectively, because o f  the limited 
implementation progress so far. Despite the latter, project management was considered 
moderately satisfactory because the management o f  the completed and ongoing activities 
has been largely satisfactory. The limited progress has mostly been outside the direct 
control o f  the Executive Secretary o f  the Committee o f  Ministers for Urban Transport in 
Metropolitan Santiago (Transantiago-SE), which i s  the implementation agency o f  this 
project (see paragraph 11 below). 

As part o f  the Bank's ongoing review process, the implementation progress and 

10. 
o f  the FM supervision carried out in November 2008. The overall FM risk rating o f  the 
project i s  low. In general, Transantiago-SE has complied with the FM-related legal 
covenants and has been submitting i t s  audited financial statements in a timely manner. 

In financial management (FM) terms, the project was rated satisfactory as a result 

Analysis and updating o f  the ESTRAUS socio-economic models, original subcomponent 1.2; Monitoring 
the impact of Transantiago on  air quality, modif ied subcomponent C.1; and Carrying out a study for the 
Ventanilla Unica system, original subcomponent 4.4. 
Part o f  original subcomponent 1.3. 
Analysis, update and application of the MUSSA model in the framework o f  Transantiago, original 

subcomponent 4.1. 
Assessing the impact o f  Transantiago on  street market vendors and designing a social mitigation plan, 

modified subcomponent E. 1 ; Study to improve the institutional and organizational capacity o f  
Transantiago, part o f  original subcomponent 1.3; Carrying out o f  a network review and propose measures 
to improve the system, part o f  modif ied subcomponent B. 1; Assess the cost and revenue structures o f  
concessionaires and propose methodologies to  assess their financial standing, part o f  new subcomponent 
B.2; Consulting services to prepare the financial /fare management system terms o f  reference , part o f  new 
subcomponent B.2; and Consulting services for the organization o f  study trips, part o f  new subcomponent 
B.3. 

3 

2 
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The 2006 to 2008 Audit Reports had qualified opinions (single audit opinions) due to 
accounting errors5. The nature o f  the audit qualifications did not indicate any critical 
issues, however. Neither this loan, nor the GoCH, i s  subject to an ongoing suspension o f  
disbursements. In the Independent Procurement Review (IPR) carried out in March 2009, 
procurement was considered moderately satisfactory mainly because o f  weaknesses in 
internal controls and the implementing agency’s l ow  capacity to conduct procurement as 
per Bank guidelines. 

” 

1 1. 
introduction o f  the new public transport system with i t s  severe start-up difficulties. This 
resulted in an excessive work load, which totally absorbed Transantiago-SE’s staff and 
limited the attention paid to the TAL. It also required certain activities to be carried out 
immediately, with no time to go through the Bank’s procurement procedures. Finally, it 
shifted the technical assistance needs and priorities from activities with a more strategic 
and longer term perspective, such as transport and land-use coordination and road 
infrastructure management, to activities with immediate impacts on Transantiago-SE’s 
management capacity and public transport quality and efficiency. Consequently, more 
than hal f  o f  the originally envisaged project subcomponents either were carried out with 
local resources because o f  time constraints or ceased to be a priority for the Borrower to 
achieve an efficient and sustainable urban transport system. 

The main reason behind the limited project implementation progress was the 

12. 
implementation, including: (a) the arrival in the beginning o f  2006 o f  a new team in 
Transantiago-SE, that was not familiar with the project, and hence a start o f  the project 
activities that occurred later than expected; (b) changes in the technical staff involved in 
project implementation; (c) a large number o f  project co-executing agencies; and (d) 
bureaucratic and administrative hurdles, e.g. duplication o f  review and control procedures 
for procurement and contracting, delays due to the unfamiliarity o f  the controllers’ office 
(Contraloria) with Bank procurement rules. 

There were also a number o f  other reasons that contributed to the slow project 

13. 
uncommitted funds to support the current operational and financial challenges o f  the 
public transport system. The contents and approach o f  the restructuring proposal have 
been discussed between the representatives o f  the GoCH (Transantiago-SE, Transport 
Ministry and Finance Ministry) and the Bank team. 

Given the above, the GoCH asked the Bank to restructure the project and use the 

14. 
attributed to: 
0 

The rationale for the Bank team’s renewed strong involvement in this operation i s  

A clear commitment on the part o f  the GoCH to use the restructured TAL as a tool to 
improve the public transport system and build capacity and sk i l l s  within 
Transantiago-SE. This i s  demonstrated by the choice o f  the proposed activities and 
the progress in bidding; 
An agreement between Transantiago-SE and the Bank on a number o f  measures that 
will speed up project implementation, such as including the TAL activities among the 
strategic priorities o f  Transantiago-SE, fully dedicating one staff member to this 

0 

The financial statements prepared on a cash basis registered an invoice before the actual payment, which 5 

overstated the financial statements. 
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project, hiring a specialist in Bank procurement, and starting a dialogue with 
Contraloria to reach an agreement on standard bidding documents for this project; 
Formal requests from the Transport Minister and the Borrower o f  January 23,2009 
and June 3,2009, respectively, to continue the Bank’s technical assistance; 
A very strong interest in Bank advice since May 2008, confirmed by the large amount 
o f  requests received; and 
The project team’s view that Santiago has much to learn from international best 
practices and that the Bank can play an important role as catalyst for knowledge 
transfer. 

Proposed Changes 

Proposed changes in the project’s design, scope, development objectives and/or 
outcomes 

15. A comparison o f  the original and the proposed project scope i s  given in the 
following table. It should be noted that there are some minor language differences 
between the original project descriptions in the PAD and the Loan Agreement. The 
restructuring would ensure complete consistency between the project descriptions in this 
document and the Loan Agreement. 

5 



conversion of the workers of the transport sector 
C ~ m p ~ n a n t  6. Mitigation of Potential Advatso 
XmpaotJ OF Transport Infraswuctura Warks 
6 1 Institutional capacity strengthening in the area of 

*The PAD envisages Project Management in Annex 5 Pmiest Costs while the Loan Agrement includes it BI pan of the Prqect Description ~n Schedule 2 To ensure Consistency vnth 
the Loan Agreement B Project Management compment 6 included in this document 

16. The new project subcomponents that would be added are: (1) Improving 
Transantiago's financial/fare management system and (2) Improving the quality and/or 
efficiency o f  public transport in Metropolitan Santiago. The f i rs t  one, with a budget o f  
US$ 1.88 million, i s  o f  utmost importance for several reasons: (i) Transantiago-SE must 
considerably improve i t s  financial management capabilities to better monitor i t s  operating 
results since with the introduction o f  the new public transport system it has been 
controlling an annual turnover o f  about U S $  1.6 billion; (ii) Transantiago-SE has limited 
information on the bus concessionaires' cost and revenue structures and their potential 
profits and losses, which could prove problematic when important issues are to be 
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negotiated; and (iii) to determine public transport fare levels and the exact amounts 
needed to cover current operating deficits. The support would include technical assistance 
to (a) determine the cost and revenue structures o f  bus concessionaires and devise 
methodologies to analyze their financial strength and monitor associated risks; (b) design 
and implement a new fare/financial management system for which the international 
experience o f  other public transport operators i s  crucial; and (c) strengthen Transantiago- 
SE’s financial management capacity. 

17. The second new subcomponent, namely improving public transport quality and/or 
efficiency in Metropolitan Santiago, with a budget o f  US$2.03 million, would finance (a) 
consulting services, study trips and/or training for urban transport actors and specialists in 
Santiago to identify international experiences in terms o f  public transport improvements; 
and (b) the replication o f  foreign experiences on a pilot basis in Santiago (pilot projects). 

1 8.  After identifying international good practices, Transantiago-SE would design, 
implement and evaluate pilot projects (probably two) to replicate the most promising 
experiences on a small scale in Santiago. Eventually these pilot projects would then be 
streamlined for city-wide application (however, this would be outside the scope o f  the 
TAL). The pilot projects could include improvements in areas such as: (a) passenger 
information, (b) public transport service quality, user perception and satisfaction, (c) 
universal access and non-motorized transport, (d) planning, management and control o f  
public transport operations, (e) integrated transport and land-use planning, (f) public 
transport infrastructure planning, implementation and management, (g) public transport 
environmental management, and (h) traffic management and engineering. This would 
require consulting services to design and evaluate the pilot projects and small works, 
goods consulting services, and/or non-consulting services to implement them. 

19. 
i s  pointed out that all subcomponents dropped will cease to be part o f  the project scope, 
even those carried out with local resources. The rationale for this approach i s  that the 
specific activities under those subcomponents were not necessarily identical to the ones 
described in the P A D  and the Bank team was not involved in their supervision. 

The reasons for dropping selected subcomponents are given in the table below. It 
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1 1 Analysis of the impact of Transantiago on transport demand 
1 4 Road infrastructure conservation and maintenance 
management stLdy 

Component 2: Public Transport 

INO longer a pr orcry 

l o r  ain/destination aata ana ,nformation on trave patterns essential 

resources, hence the study is no longer needed and was dropped 
from the project scope 

2 1 Fare optimization in Transantiago during full operation 
2 2 Design of intermodal stations 
2 3 Pilot testing of Transantiago’s graphic information system 
2 5 Transantiago communication plan I 
2 6 Transantiago commJn,cation plan II Transantiago Express 

Component 4: Land Use 
INo onger a prtority 

forthis study will only be available in the beginning of 2010 or later 
Completed with local resources and dropped from project scope 
Completed with local resources and dropped from project scope 
Completed with local resources and dropped from project scope* 

4 2 Analysis of and recommendations for the urban, architectonic 
and operational planning of the influence area of transfer stations 
4 3 Diaanostic of the transDort and urban Dlannina entities and 
oes gn of nstr,ments to faci irate inter- nstit,t anal coordinat on 

Component 5: Social Aspects of Transport 

INo longer a pr ority 

No longer a priority 

15.2 Capacity building, business creation and re-conversion of the I I 

resettlement is carried out through a working group at local level 
(Cornisih de Gesfion Territorial) and a change in Chile’s 
resettlement laws is no longer envisaged 

No longer a priority 

6.1 Institutional capacity strengthening in the area of involuntary 
resettlements 
6.2 Updating of the guidelines for environmental management 

plans of urban infrastructure works 

workers of tne transpan sector 

Component 6: Mitigation of Potential Adverse impacts of Transport Infrastructure Works 
ICompleteo witn oca1 resoxces and aroppea from project scope 

Ilnstitut,onai col aooratlon ana strenqthenlnq in tne area of 

20. 
implementation reality6: 

The following subcomponents would be modified to reflect the new project 

Original subcomponent 2.4 “Estimation o f  public transport travel times and proposal 
o f  actions”: The scope o f  this subcomponent would be expanded from travel time 
measurements to include other key variables that influence Transantiago’s 
performance. This would increase the respective budget from US$ 140,000 to U S $  
290,000; 
Original subcomponent 3.1 “Design o f  an information system for the environmental 
monitoring o f  Transantiago”: The scope o f  this activity was limited to impact 
monitoring instead o f  setting up a full environmental monitoring system. This 
decreased the budget from US$230,000 to U S $  119,000. It was necessary because o f  
an urgent need to know Transantiago’s impact on the air quality in Santiago; and 
Original subcomponent 5.1 “Social assessment o f  the impact o f  Transantiago on low- 
income groups in the Santiago Metropolitan Region”: The scope o f  this 
subcomponent was reduced to one specific group o f  low income people (street market 
vendors) affected by the new public transport system. This decreased the respective 
budget from US$ 800,000 to US$225,000. It was justified by the fact that 
Transantiago did decrease average fare levels and so had largely positive impacts on 
l ow  income users at least in monetary terms. 

All subcomponent numbers and tit les in this document refer to the table in paragraph 15. 6 
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2 1. Additionally, the budget o f  the original subcomponent 1.3 “Institutional 
framework for Transantiago” would be increased from U S $  272,000 to U S $  588,000 to 
include a study to improve the institutional and organizational capacity o f  Transantiago- 
SE. This would not substantially change the original scope o f  the subcomponent. 

Impacts of Transport Infrastructure Works 
Operational Costs, Management and Coordination 
Financial and Procurement Audits 
Total Baseline Costs 
Price Contingencies 
Front End Fee 
Total Project Costs 

22. 
following project cost changes: 

The above-mentioned modification to the project scope would result in the 

IComDonent 6 Mitisation of Potential Adwrse I I I 
0.28 n.a. 
0.44 Component F. Project Management 0.08 
0.06 ha.*  0.00 
5.77 Total Baseline Costs 5.99 
0.20 Price Contingencies 0.00 
0.02 Front End Fee 0.01 
6.00 Total Project Costs 6.00 

23. 
the P A D  and the Loan Agreement. The PDO as stated in the P A D  refers to specific 
activities to support the Borrower in improving Santiago’s urban transport system, i.e. “to 
support the implementation, monitoring, evaluation and continuous planning o f  the urban 
transport reform and to strengthen the capacity and improve the procedures to mitigate 
potential adverse impacts o f  transport infrastructure works”. The wording in the Loan 
Agreement i s  more general and comprehensive, namely “to support the Borrower in 
achieving an efficient and sustainable urban transport system for Metropolitan Santiago”. 
Therefore, since the latter i s  a better reflection o f  the intended objective, the PDO as set 
forth in the Loan Agreement would now be used consistently as the definitive PDO 
across all project documents. 

As previously mentioned, there i s  currently a difference in the PDO wording in 

24. The changes to the results framework are described in detail in paragraph 37. 

Proposed complementary changes 

25. 
responsible for project coordination, reporting, and relations with the Bank. Except for 
pilot projects, i t would also continue to be responsible for technical project 
implementation7 and fiduciary activities, including procurement, disbursement and 
financial management. 

In terms o f  institutional arrangements, Transantiago-SE would continue to be 

’ The original subcomponents, expected to be co-executed by the Ministry o f  Housing and Urban 
Development (MINW), i t s  local implementation agency SERVIU, and the Ministry o f  Transport and 
Telecommunications (MTT)/Transport Undersecretariat (Subtrans), were dropped. 
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26. 
out by a procurement agent satisfactory to the Bank (such as the United Nations 
Development Program)’. The procurement agent would also carry out the respective 
contract payments. For this purpose, Transantiago-SE would sign an agreement with the 
procurement agent, satisfactory to the Bank team, and would transfer the respective funds 
to the procurement agent’s operational account. To provide liquidity for advances to the 
procurement agent’s operational account, the special account allocation would be ’ 

increased from U S $  500,000 to U S $  800,000. Additionally, the minimum amount for 
direct payments would be decreased from 20% to 10% o f  the initial special account 
allocation. Withdrawals from the loan account for advances to the procurement agent 
would have to be made on the basis o f  customized statements o f  expenditures’. The 
procurement agent’s service fees would be financed with local resources. These 
arrangements for pilot project requiring works are in line with Bank requirements and do 
not impose any additional fiduciary risk. For pilot projects that would not require works, 
procurement, contracting and payments would be carried by Transantiago-SE. 

For pilot projects requiring works, procurement and contracting would be carried 

27. In technical terms, the implementation o f  pilot projects could require the 
collaboration o f  the municipalities o f  the Santiago metropolitan area, in which the works 
are located, and/or the department within the Ministry o f  Transport and 
Telecommunications (MTT) in charge o f  the thematic area to which the pilot project 
relates. For instance, the involvement o f  the MTT’s traffic management department could 
be necessary in the case o f  changes to the traffic light system. Should such collaboration 
become necessary, Transantiago-SE would sign a technical co-execution agreement with 
the respective municipalities and/or MTT departments, satisfactory to the Bank team. 
This agreement would define the responsibilities o f  the parties, which would consist o f  
preparing and reviewing engineering designs and technical drawings, obtaining permits, 
and project supervision and inspection. 

28. The Bank team’s prior approval o f  the pilot projects, the signature o f  the 
agreement with the municipalities and/or MTT departments, if applicable, and -- for pilot 
projects including works -- the signature o f  the agreement with the procurement agent 
and the approval by the Bank team o f  the simplified environmental guidelines (see 
paragraph 3 5) would become disbursement conditions for the implementation o f  the pilot 
projects. 

29. In terms o f  procurement, the proposed project changes would consist o f  (a) the 
inclusion o f  a procurement agent for possible pilot projects that require small works; (b) 
the addition of: (i) shopping for works not to exceed $350,000 equivalent per contract, 
(ii) National Competitive Bidding (NCB) procedures for works not to exceed US$ 
5,000,000 per contract, (iii) Chilecompra’s Framework Agreement (Convenio Marco) as 
an alternative to shopping for goods provided that the Borrower compares at least three 
prices o f  qualified suppliers and providers that meet the specifications o f  the bid or 
request for quotations and awards the contract to the lowest price bidder, and (iv) 
Chilecompra procedures as a form o f  single-source selection for consultants’ services not 

* This implementation arrangement would be very similar to the one for works under the GEF Sustainable 
Transport and Air Quality Project (P073985), currently executed by Transantiago-SE. 
The customized statements of expenditures would be included in the operational manual. 
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to exceed U S $  50,000 per contract without the Bank's prior approval; and (c) the 
adoption o f  the latest version o f  the Bank's procurement and consultant guidelines as 
well as the Bank's anticorruption guidelines. Moreover, given Transantiago-SE's l ow  
capacity to carry out Bank procurement, a procurement consultant knowledgeable in 
Bank procurement policies and procedures (with a minimum o f  5 years o f  experience) 
would be hired under terms o f  reference (TORS) acceptable to the Bank team to assist in 
all procurement-related activities under this project, This would be included as a dated 
covenant in the Loan Agreement to be complied with no later than three months after 
effectiveness o f  the amendment. 

Category 

30. The financing mechanism and conduit for this project would remain the same, 
except for the transfer o f  funds to the procurement agent for pilot projects that require 
works (see paragraph 26). In terms o f  disbursement, the other proposed project changes 
would imply including new disbursement categories, reallocating funds between 
categories, and adding disbursement conditions for pilot projects (see paragraph 28). A 
comparison between the original and the proposed schedule 1 i s  given in the table below. 

Amount of the % of Expenditures 
Loan Allocated to be financed 
(Expressed in 

Dollars) 

Category Amount of the 
Loan Allocated 
(Expressed in 

1 

%a of 
Expenditures 
to be financed 

(a) Parts A to F 3,333,600 00 100% 
(b) Part G 420,000 00 100% 

-3 Operating Costs 18,000 00 100% 
-4 Unallocated 204,400 00 
-5 Front end fee 24,000 00 Amount due under 

Section 2 04 of this 
Agreement 

-6 Premia for Interest 
Rate Cap/Collars 

0 00 

According to Restructuring Proposal 

I I I 

ITOTAL I 4,800,000.001 

-1 

-2 

Goods and non- 800,000 00 100% 
consultant services 
Consultants' services -2IConsultants' services: I I I 

under Section 

3 1. After the approval o f  this restructuring, the operational manual would be updated 
to reflect the proposed project changes, including the requirements in terms o f  statements 
o f  expenditures for pilot projects. This would be included as an effectiveness condition in 
the amendment to the Loan Agreement. 

Analysis 

32. 
financial, technical, institutional, or social aspects o f  the project as appraised. However, 

The proposed changes would not have a major effect on the original economic, 
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they would raise the project’s environmental category to B because the implementation o f  
the pilot projects might require small works, which trigger the Environmental Assessment 
safeguard policy (OP/BP 4.01). 

33. 
small works they might require i s  likely to be derived from the following menu: (a) 
installing or removing traffic lights, vertical signalization and posts; (b) enlarging or 
restricting lanes, (c) relocating bus stops; (d) changing bus stops and transfer station 
designs to speed up boarding and alighting; (e) constructing physical barriers to prevent 
le f t  or right turns; (f) changing passenger crossings; (f) improving accessibility, for 
instance, through ramps; (g) constructing islands at crossing or otherwise changing 
crossing designs; (h) physically segregating bus corridors, etc. The total cost o f  works i s  
not expected to exceed U S $  625,000. As such, the physical interventions under the 
project would be minor. They would only take place within the existing streets’ right o f  
way. Finally, the pilot projects would not require land acquisitions or have physical or 
economic resettlement implications. 

Although the pilot projects would only be defined after the study trips, the type o f  

34. 
standards for managing environmental safeguards. There i s  a well-instituted system for 
environmental impact assessment for projects with potentially high impacts, which have 
to carry out an environmental impact assessment. Projects not considered as having high 
potential environmental impacts and therefore not requested to prepare an environmental 
impact assessment have to follow the environmental guidelines o f  the Ministry o f  Public 
Works or the Ministry o f  Housing. 

As pointed out in Annex 10 o f  the PAD, Chile has relatively high capacity and 

3 5. 
environmental guidelines, which would include the description o f  the type o f  works 
envisaged under the pilot projects and their potential environmental impacts, the 
applicable environmental framework and norms, the mitigation measures, the 
institutional responsibilities, the definition o f  direct economic and social impacts from 
involuntary taking o f  land according to the Bank’s safeguard policies (OP 4.12), and the 
screening requirements. They would also include a checklist for environmental screening, 
which would include screening criteria for physical or economic displacement - any pilot 
projects that would entail involuntary resettlement would not be eligible for financing 
under the TAL. The guidelines would be discussed with relevant stakeholder groups and 
would be made publically available. As mentioned in paragraph 28, the approval o f  these 
guidelines by the Bank would become a disbursement condition for the implementation 
o f  the pilot projects. 

For the purpose o f  this project, Transantiago-SE would prepare simplified 

36. The restructuring does not involve any exceptions to Bank polices. 

Expected Outcomes 

37. 
the originally approved outcomes, namely the focus would be more directly on 
improvements in the quality and/or efficiency o f  public transport in Santiago as well as to 
Transantiago’s financial/fare management system. Five o f  the original indicators would 

As shown in the table below, the expected outcomes would partially differ from 
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be replaced with new indicators and one indicator, Le. the design o f  an action plan with 
mitigation measures for low-income users, would be fine-tuned. Progress toward meeting 
the project outcomes would be tracked by  Transantiago-SE and monitored by the project 
team during supervision missions. 

Improved road 
infrastructure 
management 

Outcome 4 
Transantiago users well 
informed about the new 
system 
Outcome 5 
Better coordination 
between land use and 
transport planning 

Completion of Road Improvement of the quality project shows potential for public established before the 
Infrastructure Management andlor efficiency of public transport quality or efficiency implementation of the pilo 
Plan transport in Santiago improvements prolects 

Real time information on the 
accrued payment obligation to 
operators and respective 
penalties available yet available 

Real time information not 

Outcome 4 Information on total revenues Information on total 

financialifare control and 
Realization of the Improvement of Transantiago's expenses deficitslsurpluses and revenues, expenses. etc 
dissemination campaign for 
Transantiago management system available on a daily basis available 

Proposal of land use and 
transport planning coordination 
mechanism 

the equilibrium fare of the system on a daily basis not yet 

Benefits and Risks 

38. The main benefit o f  the restructuring would be to enable Transantiago-SE to 
obtain the technical assistance needed to respond to issues that currently affect the public 
transport system. The fact that Transantiago-SE would be the only executing agency 
(except for implementation o f  the pilot projects) and that all the proposed activities 
reflect current priorities, reduces the risk that the proposed activities would not go 
forward or that project implementation would continue to be slow. This risk i s  further 
mitigated by the measures mentioned in paragraph 14, including among others the 
decision by Transantiago-SE to consider the TAL activities strategic projects on which 
weekly updates will be prepared. Additionally, the practice o f  having monthly virtual 
supervision via audio-conference provides the Bank team with an opportunity not only to 
advise and assist the Borrower but also to regularly check project implementation 
progress. 

39. 
the year seems l ow  because there i s  now a large consensus on the importance o f  
Transantiago. This i s  shown, among others, by the fact that a political agreement on 
Transantiago's long-term financing was reached, with the respective law in i t s  final stage 
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The risk o f  policy reversal due to the upcoming presidential elections at the end o f  



o f  approval, and the steady improvement o f  the public opinion regarding Transantiago". 
Nevertheless, there i s  always a risk o f  changes in priorities within the current policy 
framework. This i s  somewhat mitigated since Transantiago-SE has been advancing well 
with a number o f  bidding processes and it i s  currently finalizing the TORS for most o f  the 
remaining project activities. 

40. From a technical point o f  view, no major r isks are anticipated because the 
proposed activities are mainly based on successful experiences elsewhere. Nonetheless, i t 
must be recognized that the implementation o f  an information technology system such as 
the proposed financial/fare management system, always carries some risk o f  delays and 
cost overruns, which cannot be easily mitigated. 

According to the Adimark G K  survey o f  July 2009, the approval rate regarding Transantiago increased 
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from 19% in May to  32% in July 2009. 


