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October 20, 2007

Executive Director Jaime Quijandria
Inter-American Development Bank
1300 New York Avenue, NW
Washington, DC 20577

Subject: IDB Auditor Exponent, Inc. Identification of Design Deficiencies in Construction
of Camisea | Pipelines and Need for Monitoring That Is Independent of IDB

Dear Executive Director Quijandria:

The auditor contracted by the Inter-American Development Bank (IDB) to analyze the Camisea |
pipelines, Exponent Inc., identified a number of deficiencies in the design and construction of these
pipelines in its June 2007 report. The Camisea | project includes two pipelines, a natural gas pipeline
and a natural gas liquids (liquids) pipeline, and became operational in August 2004. Six known
ruptures of the liquids pipeline have occurred since December 2004, with the most recent rupture
occurring in April 2007. However, IDB summarized the results of the Exponent technical audit as
having uncovered no significant deficiencies in the June 2007 Camisea Project Environmental and
Social Impact Report Performance Summary, stating:

“At this stage of the project’s operational phase, TGP and Pluspetrol have complied with the
environmental conditions established, with the exception of some requirements that are being
presently addressed via corrective actions. These issues are relatively minor, taking into
consideration the entire project, and do not represent significant potential impacts. IDB will
continue with its supervision of the project, including the use of external specialized consultants
(Matrix Solutions for environmental and social; Exponent for pipeline integrity, and Stone and
Webster for technical monitoring).”

E-Tech is thoroughly familiar with the June 2007 Exponent audit report. A number of serious pipeline
deficiencies are identified in the body of the report, though the description of these deficiencies is
framed in a manner that has the effect of minimizing their significance. These deficiencies are:

1. The lack of adequate geotechnical and erosion control along route during the
construction phase represents an ongoing risk to the integrity of the pipelines.

2. The thin pipe wall of the liquids pipeline makes this pipe susceptible to damage/ rupture
caused by soil movement.

3. Thereis an accelerated rate of corrosion in the liquids pipeline in the jungle sector.

4. Failure to perform site-specific analysis based on actual streambed conditions at each
stream and river crossing has increased the danger of exposed pipe and impact
ruptures.

5. The claim by TGP that circumferential welds are in perfect condition as a result of
internal inspection is false.

There is also one major omission in the Exponent report that has been a central point of controversy
regarding the selection of the mountaintop route for the pipelines. Exponent limits its analysis of the
route chosen for the pipelines to a statement that selection of the mountaintop route was appropriate
considering the difficult terrain. The issue is not the selection of a mountaintop route. The issue is:






