June 5, 2018

Osvaldo Gratacos, CAO Vice President
Compliance Advisor/Ombudsman
International Finance Corporation

2121 Pennsylvania Avenue NW
Washington, DC 20433 USA

Fax: (+1)(202) 5227400

Email: cascompliance@ifc.org

Dear Mr. Gratacos,

We are community membeérsom the villags of Olyanytsya Zaozerne and Kleban
Vinnytsia Oblast, Ukraine, who have been impacted in various ways by the operations of PJSC
MyronivskyHl i bopr oduct (AMHPO or t heinrfyt€kae mpany o) an
Ptahofabrykd LC, Vinnytsia Poultry Farm Branch Complex for Manufacturing Feeds LLC and
PrJSC Zernoproduct MHP.

The construction and operation of MHP agribusiness activities in cairdoea, namely
its interrelated Vinnytsia Poultry Farm (VPF) and Zernoproduct Farm actiyite® | | ect i vel y
Pr o j,dave causedontinuous odor and dust impacts from a significant and growing number
of facilities surrounding our villagesnd fromthe application of manure on nearby fiel@soject
activities have led ta drastic increase in heavy vehicle traffic through our viagesulting in
damage tooads andhearby residences, as wellafditionalimpacts from dust, noise and foul
odorsfor residents along major MHP thoroughfar€@mmunity consultation processes have
been poor, based on inadequate disclosure of information, and involved pressure from Company
representatives to support tReject and suppress any dissent. We also feditiadal impacts
from theProject, including pollution of our gimvaterand soil. Water levels isomelocal wells
have been noticeably deplet@adecent yearsand we fear that this is caused by the construction
and operation of the VPF. Moreover, fear that the planned expansion of the Y®RRich will
double its operations, will alstause additional impacts. MHP has failed to provide us with basic
information that would allow us to understand the full extent of these and other impacts and be
assurdthatt he Companyodés activities wild.l not negat.

1 See Annex 1 for information on how to contact complainants and our advisors.
2n this complaint the terms MHP and the Company refer broadly to PJSC MHP and its subsidiaries. As local
affected people, it isften not possible to distinguish which MHP subsidiary is responsible for a particular operation.



The I nternational Finance Corporation (AdlF
MHP since 2003.The last three investments, provided in 2010, 2013 and 2@&6,intended
specifically, at |l east in part, for the devel
Vinnytsia Oblast. While the four earliest investments have since closed, the 2015 investment
remains active,

Our concerns and the associated IFGgpes that have been or may be violated are
detailed in the following sections. We believe that full resolutiothisfmatteremains possible
through a constructive facilitated dialogue between MHP and affected community members.
There we request thatdlCAO initiate a dispute resolution procddswever, if the parties are
not able to agree on a solution, we request that the complaint proceed to Compliance Review.

We further request that the identities of the individual signatories to this complaint
remain confidential, as we fear retaliatory actions should our identities be distWseask that
thiscomplaintb e treated as publ i c aHavevprone wishdheon t he
attached annexes to remain confidential.
l. Factual background
a. The Company

MHP is the largest poultry producer in tdkne, accounting fa80% of industrially

produced poultrgonsumed in the countig 2017’1t i s al so one ofs,the co
with products sold in 68ountries, including widely throughoutgtEuropean UnioAThe
Companybds vertically integrated business mode

production chaingrowing crops to producaghickenfodder; collecting, incubating and hatching
eggs; raisin@nd slaughtering chickengtocessing, distributing and selling their meatd re
purposingmanure as fertilizer for its cropghe Company also controls secondary facilities to
support its operations, such as water treatment facilities and a recent expansion into biogas
plants, ad has expanded into related markets including cattle breeding and meat and sausage
production.

According to the I FC6ébs Summary of I nvest me
MHP produced 472,800 tass of chicken meat and harvested 2 millionnend crops in 2013
alone? Since that time, MHP has continued to expand its operations, with the support of its

SAI I fi ve | MyasonisskyWdimoprodfikp Publithne AS. We d o tmegrecis& nelatisnship

between this entity and PISC MHP or its subsidiaries named in this complaint.

4 See Annex 2 for further detail on all IFC investments in MHP.

5 Project ID 34041, IFC Summary mvestment Information (SlI), available at
https://disclosures.ifc.org/#/projectDetail/S11/34041

5 For further context on the reason for our fears of retaliation, see Annex 3.

7 Annual Report and Accounts 2017, MHP Agro & Industrial Holding, p. 7, available at
https:/www.mhp.com.ua:8443/library/file/e?201 +as210318final2.pdf.

8 European export countries include the Netherlands, France, Germany, Spain, Italy, Belgium, Switzerland, the

United Kingdom and Ireland, among othdrs.at 9.

9IFC Sl for Project 34041 Pr oj ect Sponsor and Major Sharehol ders of
Social Review Summary for Project 34041, nAProject Desc!
https://disclosuresdforg/#/projectDetail/[ESRS/34041



https://disclosures.ifc.org/#/projectDetail/SII/34041
https://www.mhp.com.ua:8443/library/file/ar-2017-as-210318-final2.pdf
https://disclosures.ifc.org/#/projectDetail/ESRS/34041

il otnegr m p ar t ¥ Ryr6@7, MHPdadéxpaGded its production of chicken meat to

over 560000 tonnes per yeat! The Company controls arodr370,000 hectares of crop land,

one of the largest land banks in UkratA®ue to a moratorium on the sale of agricultural land in
Ukraine, which has been in effect since 260MMHP 6 s agr i cul tural activit
conducted on plots that are led$em individuals through lonterm lease agreements.

Whil e MHP6s vertically integrated model h a
Ukrainian agribusiness, the scale and nature of its business have also contributed to mounting
concerns about its sia¢ and environmental impactéThese concerns are compounded by
patterns of poor community consultation and a
operations, leaving projeciffected people such as ourselves guessing about the true impacts of
its opeations.

b. The Vinnytsia Poultry Farm and Zernoproduct Farm

The VPF, which MHP has called the largest poultry farm in Eutdpegounts for nearly
hal f of MHPG6s total poul try pr oduweetafahnioken wi t h
meat per yeat® MHP began construction of the VPF in 2010. Its construction was divided into
two phasesthe first of which becameperational in 20147 Phasel includes a fodder
production plant and grain storage facilities, a breeder farm and chicken hatcheryati2dafy
poultry houses, a slaughterhous&ya st ewat er treat ment plant and
Each brigade consists of 38 poultry houses and has a capacity of approximately 1,484,280
chickens (broilers), meaning that there @uerentlyas manyas 17.8 million chickens being
reared in the VPF at any one tiffe.

' n explaining | FC6s additionality for the most recent
term partner through its various phases of growth and will continue doing so in order to support iexpanston
strategy.o I FC Sl for Project 34041, Al FCdbs Expected |
1 MHP Annual Report 2017 at 25.

21d. at 8.

BAUkraineds Ban on Selling Farmland is Choking the Ecor

Bloomberg (1 Jan. 2018), availablehdtips://www.bloomberg.com/news/features/2@M1802/ukraines-banon
sellingfarmlandis-choking-the-economy

4 We are not alone in raising these concerns. Concerns about social and environmental impacts of MHP operations
have reported by others: A1 0hO {wWBO MSEdHO" 9o o' dz@ dzdy®
Jun. 2013), available attp://lad.vn.ua/blog/control/nastigabaskidaev-silnicyu-stoki-nevidomoge

pohodzhennya.html fil v jtcG OMm! ¢ tsdikzy dod2t® dsalx] C3f fleej otced g @Isj &z dzOL do O Is-
ftedyddzd o ( 2 F e b http:Zkbopyva)ck.ua/aontaniteherkbskoentradotrgine-riba-chinovniki-ta-m-
stsevzhitelnazivayutr-zn-prichini%20 Af R{ [1 wl a?sd lvdm[Adri it RSO 1011 O 6 w .
1JRIJS 1(1t YR [U 1 (1t RYVBUR[Rf[, 0 Vicko News (1 Mar. 201
http://vikka.ua/news/8463fnironivskaptahofabrikanazvalaintsidentzi-zlivom-nechistotnepripustimim

video.htm?fb_comment id=11887897109968 1163561310407960#fch872abdaa26¢

BMHP Website, @Vinny thtps/avwiPmhp.tom.uajen/dparatiomsidinhit€kaja
ptitsefabrikacacmkhp (last accessed: 9 May 2018).
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BEnvironment al | mpact Assessment for Brigade 13, fASpekt
3.1, included in Annex 7. The EIAs for Brigades 7, 8, 9 and 55 all reflect the same numbers. Nomévatat

hi gher numbers of chickens p e rhttpg/iwivegrahg.eom.aa/ee/operatipnsiopt e d o n
vinnitskajaptitsefabrikaoaomkhp) and sigificantly lower numbers are reported in a 2016 OPIC Supplementary

ESIA (Vinnytsia Poultry Farm Environmental and Social Impact Assessment Supplementary Information Report,



https://www.bloomberg.com/news/features/2018-01-02/ukraine-s-ban-on-selling-farmland-is-choking-the-economy
https://www.bloomberg.com/news/features/2018-01-02/ukraine-s-ban-on-selling-farmland-is-choking-the-economy
http://lad.vn.ua/blog/control/nasha-ryaba-skidae-v-silnicyu-stoki-nevidomogo-pohodzhennya.html
http://lad.vn.ua/blog/control/nasha-ryaba-skidae-v-silnicyu-stoki-nevidomogo-pohodzhennya.html
http://kropyva.ck.ua/content/v-cherkaskomu-raion-gine-riba-chinovniki-ta-m-stsev-zhitel-nazivayut-r-zn-prichini
http://kropyva.ck.ua/content/v-cherkaskomu-raion-gine-riba-chinovniki-ta-m-stsev-zhitel-nazivayut-r-zn-prichini
http://vikka.ua/news/84631-mironivska-ptahofabrika-nazvala-intsident-zi-zlivom-nechistot-nepripustimim-video.htm?fb_comment_id=1163207897109968_1163561310407960#fcb872abdaa26c
http://vikka.ua/news/84631-mironivska-ptahofabrika-nazvala-intsident-zi-zlivom-nechistot-nepripustimim-video.htm?fb_comment_id=1163207897109968_1163561310407960#fcb872abdaa26c
https://www.mhp.com.ua/en/operations/op-vinnitskaja-ptitsefabrika-oao-mkhp
https://www.mhp.com.ua/en/operations/op-vinnitskaja-ptitsefabrika-oao-mkhp
https://www.mhp.com.ua/en/operations/op-vinnitskaja-ptitsefabrika-oao-mkhp
https://www.mhp.com.ua/en/operations/op-vinnitskaja-ptitsefabrika-oao-mkhp
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The typical brigade layouEach brigade requires a total area of-39 hectares of land.
Source: 2016 OPIC Supplementary ESIAG,figure 2.3.

Existingpoultry houses withithe VPF.

T he 0 pwjectaa ledBPbases 1 and 2 of the VPF will use an estimate@0®y,
hectare®f landin the Vinnytsia Oblast between and surroundingaommunites®

WSP Persons Brinckerhoff, Prepared for the Overseas Private Investment CorfDetic2016), p. 6). We

believe that the numbers in the environmental assessment documents to be the most accurate, as they are consistent
across Brigades.

¥ OPIC Supplementary ESIA at sec. 2.4. It is not clear to us exactly which facilities this esichates.
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Existing and proposed facilities are indicated by various aad dots(see map key)

Source:20160PIC Supplementary ESIA,5,figure 2.2 This map is approximate as
some facility locations hawehanged.

MHPG6s Zernoproduct Far mspanfataess an ovpriappidgiaeda 0) o
of VinnytsiaOblast. Established in 2004, Zernoproduct grows, produces and stores grains, which
are in turnprocessed intéodder for the VPF and other MHP animal rearing operafitns.
Zer nopr odsunflowelrseed huéksares ed as bedding fwbile t he VP
theVPFreportedlysdllsi or gani ¢ matdeoilieomochiockemnoprodu
fertilizer.2! In 2013,Zernoproduct Farrsontrolleda reported®5,867 hectaresithe area around
Ladyzhyn.??

Despite the massive size of the VPF @ednoproduct FarmyIHP has not publicly
released aenvironmental assessnteor other document explaininige social and

20 Although they are technically two separate legal entities with a common parent, the distinction between the

operations of the Zernoproduct Farm and the operations of the VPF in our local area are not entirely clear. For

example, some operatiossch as Brigade 13, the fodder plant and the sunflower crushing plant are included in the
description of the VPF yet are listed elsewhere as being owned by Zernoproduct Farm. See, e.g. Annual Report and
Accounts 2013, MHP, p. 20. The description of opgeratin this complaint comprises our best understanding of the

two entitiesd interrelated operations.

Afisktewyj ¢' Bdes MlsOdzts csdzso dzdds Btsdzi a3 Bih COdegy’ © [ OH Y d dzO«
http://www.vinnitsa.info/news/kuryachgimno-stalogolovnimbolemmeshkantsisadizhina.html

2|1d.This appears to be corroborated by inf or Ramthasan on MH
land bank of over 90,000 hectares, around 25,000 of which is concentrated in its Tulchynska, Bershadska,

Haysynska, Horyivska and Olianytska branch offices, which we presume correlate with the villages and rayons

(districts) of the same nameear Ladyzhyn.



http://www.vinnitsa.info/news/kuryache-gimno-stalo-golovnim-bolem-meshkantsiv-ladizhina.html

environmental impacts oénd total resources used ibg/local operationdMany basidactsare
thereforeunknown to local communities.

A 2016 Supplementafg n vi r onment al and SoESIAGJorthe mpact A
VPF released by the U.S. Overseas Private Investment Corpof@Bh)) in connection with
its own investment review procesiempts to egtate the resource use and other impacts of the
VPF, by adding togethgredictionsandreports found in other documents, produced at varying
times, for individual facilitie$® However, discrepancies between the OPIC Supplementary ESIA
and other project doenents call into question the accuracy of these nunibdis. ESIA has
been publicly disclosed for Zernoproduct Farm
application of manure as fertilizer.

The OPIC Supplementary ESk&ports that Phase 1 ¢fedVPF usesover 3.4 milion
cubic meters of water pgear, taken from the Pivdenny Bug River, and prodoger 224,000
tonnes of manureer yeaywhichisrepur posed as fertilizer 2n Zerr
A 2015 MHP benchmarking exercise found that the VPF prodi@é@70 tonnes of CO2
equivalent greenhouse gasetlsed wastewater from the slaughterhouse, fodder plant, hatchery
and rearing brigades is processeddsbhgrged he VPFO
back into the rivef’

MHP had a goal to begiconstruction of Phase 2 of the VPF in 268 Phase 2nay
include construction dfetweeril0 and12 additional poultry brigades, each with 38 poultry
houseg? It will entail the expansion ddll VPF facilities with the aim to drastically increase the
volumeof production at all level® Finally, Phase 2lso involves construction of a biogas plant
to accommodate the additional manure produced by twice the number of chickens and to power
M H Psdocal operationgnce fully operational, the VPIS expected to

Include a total of at least 836 separate chicken houses, positioned in at least 22
brigades;

Have capacity to house 32 million chickens at a fitne;

Consume ove6 million cubic meters of water per ye&r;

23 SeeOPIC Supplementary ESIA. To our knowledge, OPIC has not yet made a decision to invest in the VPF.

24 For example, the OPIC Supplementary ESIA reports that each of the 12 existing brigades houses 39,050 chickens
(sec. 2.5), whereas environmental assessment documents for individual brigades indicate that a standard VPF
brigade houses nearly 1.5 million ckéns (around 39,000 chickens peultry housewith 38 poultry houses in

each brigade) (see, e.glAs for Brigades 7, 8, 9, 13 and 55)

25 OPIC Supplementary ESIA at 112, 139.

26 OPIC Supplementary ESIA, Appendix C: Best Available Techniques at sec. 2.4.

27 OPIC Supplementary ESIA atXD.

28 Annual Report and Accounts 2016, MHP, p. 14.

29 OPIC Supplemental ESIA at sec. 2.5 reports that MHP plans to build 10 new brigades; page 113 reports that it
plans to build 9 new brigades. Elsewhere, MHP has stateBthea s e 2 wi | | doubl e the VPFOG6s
suggesting that the final number of brigades will be double the 12 constructed in Phase 1. See, e.g., 2017 MHP
Annual Report at 10. It appears that at least 10 new brigades are already in the earbf ptagasig and/or

construction.

30 OPIC Supplemental ESIA atHl.

31 Calculated based on standard capacity of existing MHP brigades.

32 OPIC Supplemental ESIA at 139.



Produce on the order of 1.5 million tonnes of greenhouse gases pét year;
Produce potentially close to 6 million cubic meters of sewage pef4aad;
Produce over 411,000 tonnes of manure per3ear.

c. IFC investments in MHP

The I FC has provided repeated investments
since2003° 1 ts first |l oan of 30 million USD ai med t
poultry production operatiorié. The IFC followed thisvith a$60 millionloan and$20 million
equity investment in 2005 for further expansion and construction of new poultry faéflities.

2010 and 2013, the I FC provided its first two
Vinnytsia oblastfor $50 milioneach t o support MHPO6s acqui sition
land in the regior?

Il n 2015, the I FC provided a further | oan
Vinnytsia Oblast? The Environmentadnd SociaReview Summary i E S Rfedidally
references the VPF as part oPRhasélbfevhich was tulty
operational in 2014, shortly beforsaret he
di scl osed on the | FCb6s websinMdP, therSummardy af t i
Investment Informatiof i S AnidESRSfor the 2015 loamndicatethat a primary goal of this
invest ment was to support ®MHP6s Phase 2 expan
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33 This is a rough estimate. The OPIC Supplementary ESIA reports that MHP estimated Bh#Semissions at

787,870 tonnes in 2015 (Appendix C at sec. 2.4), and wi
While the ESIA for the biogas plant claims that it will reduce the overall GHG emissions of the VPF, this claim is

not wel supported in project documents and we fear that the plant may even increase overall GHG emissions, if

there are fugitive losses of methane, or if manure is still stored for long periods in the open air before it enters the

plant, or if the conversion iatbiogas is less efficient than the Company expects.

34 The OPIC Supplemental ESIA states that the wastewater treatment plant has a current capacity to process

11,000 of wastewater per day for Phase 1, operating 312 days per year, meaning its current annual capacity is

around 3.432 million ftyear. MHP is building out an additional treatment line for Phase 2. (OPIC Supplemental

ESIA at 10)

35 This number is calculated/multiplying on the estimated 18,722.2 tonnes of manure produced per brigade per

year by 22 (the estimated total number of brigades to be constructed). BR. 55 EIA at p. 128.

36 The IFC is not alone in supporting MHP with hundreds of millions of dollafimamcing. The European Bank for
Reconstruction and Development, European Investment Bank and Atradius (a Dutch state trade insurance agency)

have also supported MHP through financing and guarantees.

37 Project ID 21071, IFC Summary of Investment Informatiavailable at

https://disclosures.ifc.org/#/projectDetail/SP1/21071

38 Project ID 24011, IFC Summary of Investment Information, available at
https://disclosures.ifc.org/#/projectDetail/SP1/24011

39 Project ID 29204, IFC Summary of Investment Information, available at
https://disclosares.ifc.org/#/projectDetail/SPI/2920Rroject ID 32632, IFC Summary of Investment Information,

available atttps://disclosures.ifc.org/#/projectDetail/S11/3263he 2010 investent also included an $11.25

million guarantee.

40|FC Sl for Project 34041The ISS describes the Project location as Vinnytsia Oblast.

“The |l oan was provided to support MHPlJaBay2@peHPsi on pl an:
started the construction of the Vinnytsia complex, whi
ESRS for Project 34041. At the time the loan was approved, VPF Phase 1 was just becoming fully operational and

MHP was beginimg to plan the Phase 2 expansion. This expansion therefore appears to be a primary focus of the

2015 loan.



https://disclosures.ifc.org/#/projectDetail/SPI/21071
https://disclosures.ifc.org/#/projectDetail/SPI/24011
https://disclosures.ifc.org/#/projectDetail/SPI/29204
https://disclosures.ifc.org/#/projectDetail/SII/32632

I. Community concerns

Asdescri bed in the following sections, MHP 6
led to a number of actuahdfeared impacts on us. Heavy vehicle traffasresuledin damage
to village roads andearby reslences. We have experienced continual impacts éash, noise
and foul odors caused bghiclespassi ng t hrough our village as \
nearby poultry farming and other agricultural activitidge also fear additional impacts from the
Project, including pollution of our air, water and saild depletion of water resourcdsoreover,
we fearthat h e C o rplarmed expansioof operations magause additiondlarmin the
future

Overlaying all of these concerns are ongoing issieswa MHPG&6s consultatic
information disclosure practiced/e have had limited opportunities to be consulted about
MH P @perations and expansiptans Even when we have been consultdéiP has failed to
provide us with basic information that would allais to understand the full extentsafcial and
environmentaimpactsfrom its operationsind be assuretiatt he Company6és acti vi
negatively affect our environment and heatlbnsultations have not addressed basic questions
regarding sociahnd environmental impacts and have often involved pressure from Company
representatives to support development and expansion Warisave often only learned about
and been consulted on planned new facilities after land had already been leased alelasd as
initial construction planning was underway, depriving us of the opportunity to be meaningfully
consulted on these developments. Even promises made to us during consultation meetings
regarding measures to mitigatepacts have not been fulfilled.

We believe that there is still angrtunity for these concerns be resolved through an
independently facilitated dialogue with MHP, should the Company demonstrate a willingness to
meet with us in good faith.

a. Probl ems with MHPOs @m@cticesiamd informattoo ns ul t a
disclosure

Consultation

Since MHP first came to our area, we have experienced repeated and systematic
problems with their approach to community consultation mee#ihgstProject plans. Since the
construction of Rasel of theVPF began, residents have only been invited to meetings to
discuss facilities directly located on the territory of their village codRei,en though facilities
on adjacent land also raise social and environmental risks and impacts for nearby comfaunities.

42 A 2010 Trostyanets District Council meeting is the one exception to this that we can recall. At that meeting, a
small select group of representats from villages in Trostyanets Rayon were invited to discuss and approve urban
planning documents, which provided for construction of at least 8 major MHP facilities on the land of Olyanytsya,
Chetvertinyvka and Hordiivka village councils. Only 22 pedpden Olyanytsya were present at the meeting.

Minutes of Trostyanets District Council Meeting (21 Sep. 2010), included in Annex 8.

43 For example, Olyanytsya community members were not consulted on the construction of Brigades 8 and 9 or the
fodder plant, Wich are located on the territory of neighboring village councils, although these are within a few



Even for those facilities planned tre lands obur own village councdi many local residents
only learned about consultation meetings when it was already too late to influence Project
plans#** Meetings included presentations about the Company, bemiialtrisks and impacts

were not explained during the meetingsd local affected people were not provided sufficiently
detailed written information to understand the overall implicattonsur communitie®f each
proposed facilig, nor ofMH P 6 s opematioaslas a whofé

Even some landowners who leased land to MHP have reported that they were not
properly consulted on, or even made aware of,
constructior® Moreover, local landowners were not givenomportunity to fairly negotiate the
terms of the lease agreements, but instear@ presented with loAgrm lease agreements with
fixed prices, leaving individual farmers face
opportunity to negotiat®Owners 6 land adjacent to MHP facilities, and within the required
sanitary protection zone, also believe they should have been individually consulted about the
impacts to their land from dust and other types of pollution produced by these fdCilities.

As MHP noves forward with its Phase 2 expansion works, the Company is organizing
public hearinggboutits new facilities. Despite some recent attempts to improve its document
disclosure practices, many of the same problems that we have experienced for yparsistill
MHP still reliesonvillagd evel public hearings as the only
local affected people about its facilities. Local people are only invited to consultations about the
specific facilities that are planned for comstion on their village council territory, and no
consultation meetings whatsoever have been hetdlore Co mp any 6 s aslawltok.| oper
As a result, we have had no opportunity to learn about its full impacts, or to ask questions or
voice our concers about the whole Project. Moreover, by limiting consultations to facility
specific public hearings, local people have only learned about each planned facility after it was
already too late to influence its developmé&drmitting processes are oftenconmpt ed -and fAp
constructiono works at the pl aMHPhasbdemci | ity |
planning the development of the VIPincluding Phase R since at least 2010, yet local people
are still uninformed and uncertain of its full scop@pérations and impacts.

For example, public hearings for Brigade 47 took place in the village of Vasylivka in July
2016 with 93people in attendanc® Part of the Phase 2 expansion, Brigade 47 will be anMHP
standard set of 38 chicken houses designédltbaround 1.5 million chickens at a time.

kilometers of Olyanytsya and closer to some Olyanytsya residences than the brigades about which they have been
invited to consult.

4 Interview with former had of OlyanytsyaBlack Earth: Agribusiness in Ukraine and the marginalization of rural
communitiesNatalia Kolomiets, National Ecological Centre of Ukraine and Fidanka Bacheva McGrath, CEE
Bankwatch Network (Sep. 2015), p. 26.

4 Interview with former hed of OlyanytsyaBlack Earth pg. 26.

46 For example, in 2014, one landowner reported that he had leased land to MHP with the understanding that the
Company would use it for agricultural activity and was unaware of their plan to build large farmingunfraston

the land until construction startethis example was documented in Black EarthReport, p. 27.

47 Some villagers fear that having chicken brigades or other facilities operating adjacent to their land may cause
long-term impacts, which may inafle reduced crop yields, reduced property value and/or limitations on land use.
Issues of land use and land value may become more relevant as Ukraine considers ending its moratorium on
agricultural land sales.

48 |_etter from Zaozerneesidents to the EBRD (Nov. 2017), included in Annex 4.



Community members from the neighboring village of Zaozerne did not learn about the public
hearing until after the fact, when an article in the local newspaper announced that a hearing had
been heldn the new faility. The planned site of Brigade 47 sitstbe territory ofZaozerne

Village Counci| which includes both the villages of Zaozerne and Vasyfivkionetheless, no

public announcements were made in Zaozabwit the public hearings. Announcements had

been posted onliyn the smaller village o¥asylivka, at theirCulture House information desk.

When villagerdrom Zaozernattempted to petition their village council to hold a public hearing

in Zaozerne, theetition was rejected. Although 79 individuals signed the petition, the village
council accepted only 40 of the signatories as legitimate (less than the 50 réguoeal

statutd, finding various issues with the rést.

A similar situation occurreche following year regarding the new planned biogas plant,
which is also planned for construction on Zaozerne Village Council lands. A public hearing was
held on29 June 201 Vasylivka, and residentsf Zaozerneonce agaimwere not adequately
informed.However, this time some Zaozerne residents learned of the public hearing beforehand.
They collected 166 signatures against the construction of the biogas plant and presented these at
the public hearing. However, local public officials refused to accepidtigon and announced
that only the votes dhe 122people present at the meeting would be counted iagbessment
of public support for the new facilitfthe EBRD project summatynoted that information
di sclosure and public hearings were conducted
[ € as] project information disclosure provide
addressed only the aspects associated withthev e | opment of t he Biogas (
excluding the linear infrastructure elements and associated overall impacts. The ESAP for the
project includes a commitment from MHP to define and implement a Communication and
Disclosure Programme to include asfs on the implementation of all project components,
however, it is unclear what will be the purpose of this programme given that the biogas plant
construction is already advanced.

MHP representatives have claimed that public hearings are open to avh@meants to
attend, yet meetings are not advertised as open to all, nor does this claim match our experience.
When affected people from neighboring villages have learned about and tried to attend public
hearings of another village council, they have b#isoouraged from raising concerns and
treated by the members of the host village as illegitimate participants.

Recently, on 26 March 2018, a public hearing was to be held by the Mankivka Village
Council about the construction of Brigade 55. Prior tonaring, residents of Kleban and

49While Brigade 47 is closer to the village of Vasylivka than the village of Zaozerne, it is close enough to Zaozerne
that residents fear it will directly impact them and wanted an opportunitydoriselted about its construction.

50 etter from Zaozerne Village Council (10 Feb. 2017), included in Annex 4.

51 For example, villagers who own agricultural land and/or residential property in Zaa#dge council territory

but have their official state registration in another village council territory were not accepted as valid signatories.
Notice from Zaozerne Village Council (21 Apr. 2017), included in Annex 4. While this practice conformeaaith |

law, it has the impact of preventing affected people from participating in consultations on project activities that will
affect them and their properties.

52pSD for MHP Biogas (Project No. 49301), availabléati://www.ebrd.com/workwith-us/projects/psd/mhp

biogas.html
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Zaozerne sent requests to MHP to hold hearings in our villages a8 @all NGO advocates

also sent an email to MHP asking that residents of Zaozerne and Kleban be included in the
public consultation process on Brigade®$MHP responded that they are not responsible for th
hearing, and that the Mykhailiviself-governing bodies will decide who can attend and
disseminate information to the public about the heafingwever, this explanation does not
accord with Ukrainia law, which states that public discussion of planned activities can take
place through one or more hearings, with the number of public hearings defined by the project
promoter according to the scale of the expected imp&cts.

Following this correspondenceommunity members from Zaozerne and Kleban
attempted to attend the public hearing in Mankivka. These villagers were allowed to enter the
meeting room, but when one of them began to raise questions and concerns about the new
facility, they were shouted owof the room by other participaritSAnother visiting community
member was accused of being paid by outside interests. Theseamterunity conflicts are
inherent to MHPG6s practice of | imiting consul
village council on whose territory the facility will be constructetth an MHP representative in
attendance but not facilitating the meetifbis has resulted in a widespread understanding by
local villagers that only residents of that village coun@laelcome to attend the public
hearingswhich effectively preventaffected people from other villagers from being consulted

The Comp a#ngldsise consuttagian practice is compounded by other issues.
Public hearings have not provided a genwpportunity for local people to hear about and
understand the negative risks and impacts of MHP facibitésre decisions are made
Documents to be voted énincluding environmental assessments and spatial plare not
widely dstributed before the meting, making informed participation difficult. Hearings are
often facilitated in such a manner as to discourage discussion of negative impacts.

We can turn to the consultation process for Brigade 43, a set of 38 chicken houses to be
constructed on Olyaytsya Village ©@uncil land as part of the VPH&se 2, as an example. In
September 2016, the Olyanytsya | | age Counci | held a public he
construction of Brigade 43. The minutes from the hearing state that the subjects to be discussed
were the Detailed Spat i &for BARdaded3, yeindither df thesdi Pr e | i
docunents was publicly distributed prior to or during the hearing and information requests to

53 Sedetter from Zaozerne residents to MHP (23 Mar. 2018), included in Annex 4. While neither Kleban nor
Zaozerne is the closest village to the site af&ide 55, residents of both villages fear that Brigade 55 will to cause
cumulative impacts that may worsen any existing pollution of local air, water or soil, potentially posing a health risk
for local people throughout the area.

54 Email from Vladlena Magynkevych CEE Bankwatch Network/Centre for Environmental Initiatives "Ecoaction”

to Anastasia Kornyuk, Public Relations and CSR Specialist, MHP (22 Mar. 2018), included in Annex 4.

55 Email from Anastasia KornyykPublic Relations and CSR Specialist, MHP, to Vladlena Martsynke GFER,
Bankwatch Network/Centre for Environmental Initiatives "Ecoaction” (23 Mar. 2018), included in Annex 4.

56 Provision of the Cabinet of Ministers of Ukraine, 989 o' H (13 Dec. 2017) .

57Video recording of Mankivka Public Hearing, 26 Mar. 2018, availabletps://www.youtube.com/watch?v=w
YnXfUxcxk.

®Ukrainian | aw does not incl ude @arhgsexplaifieditas ashatvdarsion a @ Pr e
of an EIA, developed before complete information is available about a new facility. Letter from MHP to Chyhyryn
community members (9 Mar. 2017). It is not clear when a full ESIA will be completed or whether it will be
disclosed to local people.
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MHP and the Trostyanets Rayon Administrati@venot producd any results$® We still have

not seen either document. A summary description of the new facility washmdin the local
newspaper prior to the meeting, but the description of impacts is too brief to provide meaningful
information®®

During the public hearing, the negative impacts of Brigade 43 were not dis€tissed.
Discussion instead focused onthe beénefi of Bri gade 43 and MHPO6s pr
infrastructure for the village of Olyanytsya,
Brigades 43 and 44 on Olyanytysydlage Council territory. Only 20 minutes were allocated
for questionsaboutBrigade 43 and another 20 minutes for public commé&ntalith 324 people
attending the meeting, this was not enough time to hear and address all questiaesfeand
thatmeeting organizemnay have beeavoidng calling on some of the participanikely to
have questions and c¢ o mmemtasvermphotsulrt thetvieweof sbraec i | i t
community members, the hearing was facilitated in such a way as to prevent dissenting voices
from speaking®

A group of around 225 villagers signed a letter expredbieig opposition tdahe planned
Brigade 43, which they presented at the public heabDegpite this letter, and additional
comments raised at the meetittge Companylismissed thof the concernsaised which

includeddocumented i mpacts from MHPG6s heavy vehicl
with little expl anat ?8ucha disnasssiveirespgnse ttammurity r o u n d
member sdé | egiti mat e c oncneserdirgagargenviremtusfop ubl i ¢

discussion or information gathering. Yet, this practice is typahtief newspaper

announcement is often the only written information distributed about new MHP facilities prior to
public hearing$? and information aboutegative risks and impacts at the hearings themselves is

often absent or misleadif§The minutes of the public hearing on Brigade 43 report that because
Aino substantiated comments were received, 0 th
detailed sptial plan and preliminary EIA for Brigade 43 were appro%ed.

Many public hearings have also suffered from an atmosphere of intimidation,
discouraging participants from raising concerns or voting against MHP facilities, and dissuading
some affected peopfer om att ending hearings at all . An oj

59 Seefor example, the written requests for information sent on 15 February 2017, included in Annex 4.

50 For example, regarding impacts on air and soil, the newspaper posting simply states that they will not exceed
standards,wihout any further detail. 17écld 1t[ 1¢fJwitr, vt
Annex 8.

61 Ecoaction interviews with two Olyanytsya community members, 4 Nov. 2017.

62 Minutes of Olyanytsya Village Council Public Hearing (21 Sep. 2016), p. 3idedlin Annex 8.

63 Ecoaction interviews with two Olyanytsya community members, 4 Nov. 2017.

64 Minutes of Olyanytsya Village Council Public Hearing (21 Sep. 2016), included in Annex 8.

55 For example, this was also the case for Brigade 47. See Notice of Commencement of the Review Procedure,
Brigade 47, Tulchyn Rayon (1 Jul. 2016) included in Annex 8.

56 For example, during a 2010 meeting of the Trostyanets District Council to discusspameeagrban planning
documents, which provided for construction of at least 8 major MHP facilities on the land of Olyanytsya,
Chetvertinyvka and Hordiivka village councils, a Company representative ensured participants that the farm
facilities will not hae adverse effects on people and the environment. Minutes of Trostyanets District Council
Meeting (21 Sep. 2010), included in Annex 8.

67 Minutes of Olyanytsya Village Council Public Hearing (21 Sep. 2016), {i8lincluded in Annex 8.
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conducted through a public show of hands rather than a secret ballot or another hasthod,
madesome community membeisespecially MHP employees and their family memfbefesel
pressured to publicly show their, tlereppoort for
requirement to hold a vote at public hearings, which are intended as an opportunity to gather
information on public opinion about a projé8towever, we belige that MHP and local public

officials who support them usbesevotes as a way to influence public opin@&lmout new

facilitesWe consi der that voting may be a useful w
planned new facility, but only if votg isdone properly, with adequate protections in place to

guard against community members feeling pressured or intimidated to vote in a certain way. We
believe that a secret ballot voting process would be one way to guard against this potential
pressure or imidation. We have suggested this for past public hearings about MHP facilities,

such as in the public hearing on Brigadel&,these requests waret taken up.

Some community members with relatives working for MHP simply do not attend public
hearingdbecauseheyfeat hat i1 f t hey attend and spteegk agail
or their family member may be subject to retaliafidbwe fear that MHP influences employees
to attend public meetings in suAplgastiwo of MHPO6 s
employees have reportedch pressur®

AFor meetings even in other villages, as t
participate and o6defend dignity of the com
promise to give you a day offand 500 UAH/ifo u parti ci pate in the ¢
If you are not willing to participate, they make hints that you can be fired. Always

you were told that there will be a person at the meeting who will watch how you

vote . o

For an example of other community intimidatiawctics, we can look again to the under
inclusive consultation process surrounding Brigade 47, discussed above, sgptmsdy
community members in Zaozern&hen community members in Zaozerne learned that the
public hearing on Brigade 47 had alreaalen place, nearly 350 villagers signed a petition
expressing their disapproval of the planned constructfan more than the 9@llagers who
were present at the original public hearfA@he petiton waspresented in a meeting wim
MHP Directoron 27 January 2017n the meeting, ammunity members explained that the July
2016 public hearing for Brigade 47 was not adequate on its own because it did not include the
village of Zaozernand equested the Compalty haltconstruction of Brigade 4dntil it is
determined whether the public hearing was legitimate and in conformance with Ukrainian legal

58 Law on ecologicakxpertise, Bulletin of the Verkhovna Rada, 1995, No. 8, p. 54, Article 11, available at
http://zakon3.rada.gov.ua/laws/show/45850%B2%D1%80

59 Ecoaction interview with Olyanytsya comunity member, 4 Nov. 2017.

0 Ecoaction interview with current or former MHP employee, 4 Nov. 2017; Interviews with current and former
MHP employees, April 2018.

" Ecoaction interview with current or former MHP employee, 4 Nov. 2017.
”?Petition, fAResidents of the Zaozerne Vill
cultivation of chickens #47 within Vasyliyv
Director (27 Jan. 2017), included imAex 4.

x Q@
[S(e]
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requirements® The Director refused this request outright, and in a follpwetter after the
meeting accused the community membenfledallyviolat i ng t he Companyods r i ¢
businesg?

In the following weeks, individuals who had signed the petition were subject to
intimidation and pressure to change their opinion on thefaewity andto retracttheir
signaturesAround eght out of neast 350 signatoriesventually signed form letters of
isignature recall .o

In May 2017, Zaozerne activists filed a case in the Vinnytsia Administrative Court
demanding cancellatioof the Ruling of the Tulchyn Administration to develop the
documentation and permits for construction of Brigade 47. The petition argued that the public
hearing for Brigade 47 did not satisfy the requirements of Ukrainian law and MHP was also a
party tothe cas€® The court ruled against the petitioner in March 2Gi®ion 24 May 2018he
decision was appealed to the Vinnytsia Administrative Court of Appéal filing of the court
case shows how frustrated some community members have become withkhé BIH pr act i c e
holding limited consultation meetings that do not allow for a genuine understanding of Project
impacts, nor an opportunity to influence Project designs.

These problems are indicative of a pattern of illegitimate consultations that we have
experienced since MHP first arrived in the region

Information disclosure

The Companyasclaimedthat environmental assessment documents are available upon
request,’ but MHP haftenfailed to provide documents in response to requests dating back to
20128 L oc al communi ty,inm0I6 mebtamn @nvieohnieangsdessment
documents related to Brigade 43 are an example, as described GBdveto 2016, a
communitybased NGO requested several technical and environmental documents from the
Companyincluding information about its manureamagement system, but never received the
requested informatio®?. To date, we have ntieen provided with full environmental
assessments for the slaughterhouse, hatchery, waste water treatment facility, or manure storage

73 Sedetter from community members to Vinnytsia Broiler Director (27 Jan. 2017), submitted to MHP on the day of

the meeting, included in Annex 4. The Vinnytsia Broiler is an affiliate of Vinnytska Ptahofabryka LLC.

74 Letter from Vinnytsia BroileDirector addressed to a local community member (14 Feb. 2017), included in Annex

4.

> These letters are dated between 14 April 2017 and 20 April 2017. Included in Annex 4.

6 SeeNational Ecological Centre of Ukraine (NECH) etsC Zte O ztc® f syOdzO Htsmikzutse j tetsL f
f " HiesBCd t' h jdedz" CesdZBOHM! CSdrn Mkt @dz Mg RBA7d dzdylselz € Iz
http://necu.org.ua/prokuraturpochaladosudoverozsliduvannyaschodepidrobky-rishennyahromsluharmhp/and

I dzdzed ! CCtadzdy dzd d3 ¢ H 03" dz' fipldt@Qlspd o ded[df uwl(H [ r1vc 2{rf tofr4fcCcrvu
(26 Jul. 2017)http://voas.gov.ua/news/podiy/uvaga_pov_domlennya shchodo_rozglyadu .spravi/

""Black Earth p. 27.

"8 For an explanation of difficulties accessing environmemgakssment documents, see, e.g., Letter from NECU to

EBRD (25 Oct. 2013), included in Annex 4.

® An Olyanytsya community member sent written requests for information to MHP and the Trostyanets District
Administration.Seethe letter dated 15 February 20h7Annex 4.

80 Black Earth p. 27.

14


http://necu.org.ua/prokuratura-pochala-dosudove-rozsliduvannya-schodo-pidrobky-rishennya-hromsluhan-mhp/
http://voas.gov.ua/news/podiy/uvaga_pov_domlennya_shchodo_rozglyadu_spravi/

facility. These facilities were all built years ago as part of the VPF Phase 1, but we understand
that at least some dfieém will be expanded to accommodate Pha&a/\2%e have not been

informed of any plan to provide environmental assessment documents that address the expansion
plans.

Company representatives have at times refused to provide any document that is not
explicitly required to be disclosed under Ukrainian law, or advised requesters to ask local
government entities for documefitsThis approach strains the relationship betweeallo
communities and the Compaawgd presents additional barriers to affected peoplesast
basic information about Project operations.

When the Compangoes disclose information, it generally proviéesironmental
assessmentlat cover onlysingle facilities within the farm, or on& two-page excerpts of
environmental assessmenifiesehave noincluded sufficient detatlo address our questions
regarding the impacts &frojectoperationsFor examplea fiStatement of Environmental
Impacb t hat welated te theehateherdis less than two pages long and states simply
thatenvironmental risks are insignificant, since MHP has taken comprehensive measures to
protect the environmeft.It does not specify which measures were taken. Likewise, the
Statement of Environmental Impact for the Brigade 6 water drainage system, which wa
implemented to reduce groundwater levels to prevent flooding of chicken brigades, states that if
the drainage system is operated in a nd mal m
These statements do not provide enough detail to addregaestions and concerns about the
Project.

Even when we have received more complete assessments, they have not provided full
information on risks and impactd/e receivedhearly identical assessments for Brigades 7, 8 and
9, giving the appearance that easlsessment was comprised of beflkte language and that
little thought had been put into siépecific assessment of impatRisks related to increased
heavy vehicle traffic or storage and application of manure were not identified or assessed in any
of the documents we have seen. As described in the following sections, assessments of air
pollution do not provide enough detail to determine whether pollution impacts will have long
term impacts on our health.

Following extensive advocacy on this issuéh MHP and with international lenders, we
have recently noticed some i mprovements in ac
efforts to access documents related to Brigade 47 are a relevant example of this progress. As
discussed above, community mensgom Zaozerne attended a meeting with an MHP official
on 27 January 2017 and presented him with a letter requesting information, including
environmental assessments, in relation to Brigade 47. Following the meeting they received a

81 OPIC Supplementary ESIA at sec. 24.

82 See, e.g., Letter from Vinnytsia Broiler Director to affected community member (23 May 2017), refusing to
provide a copy of the building permit for Brigade 47 and explaining thedbbe not interpret the Ukrainian law on
access to information to require disclosure of that document. Included in Annex 4.

83 See excerpted Statement of Environmental Impact for the Hatchery, included in Annex 7.

84 See excerpted Statement of Environmentadct for Brigade 6, Drainage System on the territory of the
construction of Brigade no. 6 (Sep. 2010), included in Annex 7.

8 These documents are included in Annex 7.
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letter denyingtheirue st , expl aining that, AAccording tc
Ukraine the legal order in Ukraine is based on fundamentals, according to which none can be
forced to do something which is not foreseen
Broilerdo operates wiHbwavekyraahian adegisi at ve
Public Relations and Corporate Social Responsibility Director, copies of the Preliminary EIA

and Detailed Spatial Plan for Brigade 47 were eventually prowdagril 2017. Unfortunately,

the former Public Relations and Corporate Social Responsibility Directar longer employed
byMHP,and it iIs therefore unclear whether recen
continue.

Disclosure practices of state authorities have also improved over the past 847,
the Detailed Spatial Pl an for the biogas pl ant
website and sent on requesliso in 2017, after community members finallycseeded in
accessing the P4eIA and Detailed Spatial Plan for Brigade 47, and many months after the
public hearing on these documents, both were
A new Ukrainian EIA law that came into effectirecembe2017 has further improved public
access to documents, as EIAs are now posted publicly on the website of the Ministry of
Environmen’ This is helpful for some community members, who can now access these
documents with the assistance of NGO advocates, ballradtected people have internet access
or would know to look on the Ministry of Environmental website for information about the
impacts of Project operations. This new online disclosure policy alone should not relieve MHP
of its responsibility to ensutecal people have reasonable access to Project information.

Improvements in disclosure practiéBsMHP and the governmehavenot gone far
enoughi environmental assessment documents are still not made publicly available by the
Company, andhie Prelimnary EIA for Brigade 47while longerand more detailethan previous
environmental assessment documéimés were shared with pstill has many information gaps.
It notes that the facilityvill contribute to air pollution and includediat of pollutantsto be
discharged butioes noesimate the amount of any pollutai¥tThe documenprovides no
baseline assessment or assessment of the cumulative impacts of Brigade 47 and surrounding
planned or existing facilitieanddenies thathe faility will cause any social impacts
whatsoevef? This does not comport with our own experience of existing brigades. As described
in the following sections, existing brigades have contributed to a number of social impacts from
Project operations, includiyfoul odors andmpacts from heavy vehicle traffic on local roads.

Even the ESIA for Brigade 55, which is the longest and most detailed environmental
assessment document that has been disclosed for any MHP brigade, does not include an

86 |_etter from Vinnytsia Broiler Director addressed to local community member (14 FEB), 28cluded in Annex

4.

87 The new EIA law only applies to new developments, so the Brigade 55 EIA and consultation process was our first
experience with the new law.

88 preliminary Environmental Impact Assessment, Brigaddid3,p e kt r 0 Se pfavHRRJISC (ROl6) i si o n
Section 5.1 The air environment, included in Annex 7.

89 Preliminary EIA, Brigade 47, Section 7, Assessment of the impact of planned activities on the surrounding social
environment, included in Annex 7.
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assessment of cunative impacts, and its baseline air quality assessments are not detailed
enough to provide meaningful information on health impacts from Pagtated dust?®

Perhaps most importantly]HP has yet t@roducea comprehensive ESIA thptovides
a holisticassessment of Project activities and their imp&asamunity members and local CSO
representatives have been requesting a comprehensive environmental assessment for the VPF
since it was first constructed, without succ¥sa/e understand that MHP has neweéloped any
comprehensive environmental impact assessment of its VPF operations. Its Zernoproduct
operations are largely not subject to environmental assessment requirements, making it difficult
to obtain information on the potential risks or impactgagricultural operations, and
specifically the storage and applicatiorpefticides anthousands of tonnes of manure onto
local agricultural lands as fertilizer.

Withouta comprehensivassessment @l local operationscommunity members are left
guessing about the exact size and impacts of the Project. The exact number of chicken brigades
that will ultimately be included in the VPF is unknown to us. MHP develops brigades using a
seemingly random numbering pattern, making it difficult for local petplunderstand how
many brigades have been built and how many more are in development. For example, we
understand that Phase 2 construction is currently scheduled to involve construction of (at least)
Brigadesl3, 22 23, 42, 43, 44, 47, 49 and S%he EBRD-financed biogas plant is an example of
a piecemeal impact assessment even for separate greenfield facilities within the VPF. The project
was approved for construction in December 2017, based on a Preliminary EIA that included only
the biogas plant, burtot the linear infrastructure, such as roads and biogas pipeline. The EBRD
project summary j usnlindwithendtiortallragudatoty yequsemngnisthg t h at
linear infrastructure components do not require environmental impact assessment or
environmental permitting and are only subject to construction permatfig. addition, the
EBRD financing covers also a CHP plant at a different location in the VPF, however, at the time
of project approval this facility lacked an EIA altogether.

The bbgas plant project is also an example that even when we believe that we understand
a facilityds size and i mpacts, these have at
example, the biogas pl dasa@MWPBaneIWenecentlgr y EI A d
learned that MHP is now considering doubling its size, to prodsiceuch a4 MW of
power®* We do not know whether a new public hearing will be held onughitated plan.
RegardlessMHP has already begun constructiortted biogas planthe EBRD has already
approved a new loan for a 10MW facilignnd we are skeptical thahawpublic hearing would
provide a genuine opportunity to raise concernsandw i de i nput i nto the fa
development.

9 Environmental Impact AssessmeBtjgade 55 (2018), included in Annex 7.

91 See, e.g., Letter from Ladyzhyn Civil Council, NECU, Public Centre of Ecological Control and Voice of Nature
to EBRD (21 Oct. 2013), included in Annex 4.

92PSD for MHP Biogas (Project No. 49301), availablati://www.ebrd.com/workvith-us/projects/psd/mhp
biogas.html

93 Biogas Plant Preliminary Assessment of Environmental Impact, Sec. 4 Overview of Project Design, p. 68.

% Annex 2 tothe Biogas Plant ESIA, available at
http://eia.menr.gov.ua/uploads/documents/521/reports/2f17300608809f80aec56da3b8950b80.pdf
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Efforts to resolvehese issue® date

As early as 2011pcal residenthiaveraised concerns about inadequate consultations and
lack of informationaboutnegative impacts of theroject Following numerous letters and
appeals to the IFC and other multilateral finanéees)d due to the recommendation of the
EBRD andIFC, MHP hired two stakeholder engagement consultants in 2016 and 2017. While
this was a welcome decision, the nature and p
throughout their appointmepftWhile we hadhoped that hiring these consultants would have
resulted in a noticeable increase in opportunities for us to engage with MHP and discuss our
concerns, this has not been the case. We have seen little anémgeonsultation problems
detailed above

To our knowledge, the MHRired consultants held just two meetings with selected
community member our areain the summer and autumn of 2017. Community members from
our villages were invited to one of these meetings, in November 2017. The disamsoed
important topics, includingnvironmental impactshe need for improved consultation with all
affected people and better disclosure of information about negative Project iffipacts.
Unfortunately, since that meetinge have not been offered an opportunity to follow up on the
matters discussed nd we have not noticed a change i n MFH
In our opinion, the oréime nature of the meeting and the lack of clarity around febow
actionsprevented the meeting from having any real impact. Moreover, we believe that meetings
with the Company would be more productive in the presence of an independepathyrd
facilitator, and preferably a trained mediafbihe MHP-hired consultant was noteN-positioned
to play such arole.

We learned that the contractaifleast oneonsultantasnow ended. More recently, we
also |l earned that MHPO&6s Director for Public R
also attended the meetingNlovember 201and appeared to play a positive role in improving
information disclosurehas also left the Company. This has left us with additional uncertainty
around how MHPOs stakeholder engagement wil |l

In 2017, MHP released a new Stakeholdegdgement Pla(SEP)that lays out its
processes for consulting and communicating with local people and other stake¥oltheraew
plan includes useful language, but much of it is framed in such general terms that it is difficult to
know exactly what MHRs committing to, or to hold the Company accountable to those
commitments. Further, since the plan was released in #@&lf@ave not noticed a change in the

9 Other multilateralihancers of MHP include the European Bank for Reconstruction and Development and the
European Investment Bank. MHP has also received numerous financial guarantees from Dutch trade credit
insurance agency Atradius DSB.

% When asked by NGO representatives about the role of the consultants, MHP indicated that the nature of their role
was an internal matter, not public information. Meeting between representatives of MHP, CEE Bankwatch Network
and NECU, 7 Apr. 2017. Notes frothis meeting are included in Annex 4.

97 Minutes of meeting between MHP representative, Mtiféd consultant, local community members and local

NGO representatives (16 Nov. 2017), included in Annex 4.

9% MHP Stakeholder Engagement Plan, Kiev (2017) avigilab
https://www.mhp.com.ua/en/responsibility/communication/stakeheldgagemenplan
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major consultation challenges discussed above, leaving us fearful that th&Reml 8ot have
mu h I mpact on MHPOs practice of consultation

Moreover, the VPF also has its owEF and it is not clear how or whether the new
MHP-wide SEP will impactthesite peci fi ¢ pl an. The ¥YWerBlvays. SEP i s
The only regular method for consulting with and receiving feedback from local communities is
through public meetirgscheduled to take place 4 times per year, but there are no minimum
standards or guidelines for what information will be ineldidh these meetings. In fact, the
document does not specify any requirements for reporting information to local communities,
ot her than a vague statement that fthe enterp
i nt er e s t%THe dpcametfurtiees spatifies that annual reporting on health and safety
and environmental protection i s Ydtdaesnotded onl y
articulatea process tallow local communities to accetss information

b. Impacts from heavy vehicle traffic onvillage roads

SinceMHP6s | ocal operat i on s2010 ehehaconstauctidn par ti c
of VPF Phase beganheavy vehicle traffic orolcal village roads has increased dramatically,
leading to public safg concerns and physical damage to roads and surroubdildgngs A
particularly serious exampleMHP6 s use of t he mai nalthoaghdthet hr ougt
villages have experienced impsifiom MHP road use as well

Most of the localillage roads, including the main road through Olyanytsyeere roads
of regional significance, however, becamajor transport corridewhen MHP operations
becanin the area. NowIHP relies extensively on this route transport chickens, chicken parts,
manure fodder and other cargo between its facilitigsis road is currently themostlogical
routet o travel bet ween MHPO&6s manure storage faci
side, and its hatchery, slaughterhouse, fodder plant, waste wateretneéatant and another five
brigades on the other sid&s a resultsince 2010, people in Olyanytsya have experienced
significant negative impacts causedhmavy traffic from large industrial vehicles associated
with theProject

% Plan of Interaction with Stakeholders (sic.) for year 2016, MCnnyt si a Poul try Factory Br
Compl ex, 6 p. 13, included in Annex 10.
1001d, at 12.
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Largevehides frequentlllz ;lllage roadseating risks to pedestrian safety and damage to
physical property.

These impacts were particularly severe during construction, when heavy machinery
traveled tihough the main road regularly. Howevergr aftelPhasel construction ended, heavy
vehicles have continued to use thain road through Olyanytsym November 201 7Aye
installedavideo recorder to collect footage of the Olyanytsya main road for a-tidlyperiod.
The footage shows an average of 400 MidRated heavy vehicldsaveling onthe road each
day, wk:)ich accounted fapproximately70% of heavy vehicle traffiduring the recorded
period0t

The size and weight of these industrial vehicles has caused damage to the road and
surrounding propertiesyhich were not built with the expectation of having to sustain vibrations
from such frequent heavy vehicle traffic. Many houses near the main road now have noticeable
cracks in their walls and roofs, whieVRF.wer e n
These cracks can be seen in houses bordering both sides of the road, regardless of the year of
congruction of the house. In addition to vibratioMiP-related heavy vehicle traffic has also
led to noise and dust pollution, as well as strong oldons vehicle cargo, causing a constant
nuisance for local residentdatters are made worse by the speed of passing trucks and lack of
effective speedantrol and road safety measuresich causes a safety concern for local
residents

101 See Annex 5 for more details on the findings of that exercise.
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Cracks have appead in recent years inesidents' homes close to the road, both on
building exteriors and along the walls and ceilings of interior rooms.

|l mpacts from MHPO®&s he avMnfacirMbRB acknovdedgeditteeme f or
in meetingswith community members i@lyanytsya ir20101° Local residents have made
numerous appeals for the immediate construction of the bypass road and other measures to
address road impacts, dating back to 2012 or eatfiér.one such letteicommunity members
in Olyanytsya again raised concerns about road impacts and presented a series of demands to
MHP to address the issue, including construction of a bypass road, major road repairs,
construction of sidewalks, speed limits, and an agreement not to consyraetvabrigades on
Olyanytsya lands until these measures are carrietfblihe Company and local officiatgreed
to implement all of the requested actigfbut to date, we have not seen any real progress

102 The newspaper L Express published an article on 25 March 2010 about the public hearlpgsyitsga and
describes MHPO0s promises fAto develop the proposal for
l ength of 120 km and could be used publicly. o (Article
1033ee, e.g., Letter from The Committee to Savga@ytsya to the Trostyanets Administration and Council (21 Sep.

2012), included in Annex 4.

104 This letter is discussed in the Minutes of an Olyanytsya Village Council Public Hearing (6 Dec. 2015), included

in Annex 8.

105|d.
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In early 2015as MHP was negotiating loans fitve VFF expansion with the EIB%® and
the EBRD the Company developed a draft plan for a bypass roathémprogress stalled’
Construction has been delayed time and again for various reasspite continuing promises
that it will be completed soo®Me anwhi | e, the Companyds constru
facilities has continued on time. -Waing nterpre
operations over the interests and wellbeing of local communities.

.“k
o
“

;> ; _
The planned Olyanytsyaypass is indicated by the blue dotted line. Source: OPIC Supplementary
ESIA, figure 2.2.

According to the Supplementary ESIA released by OPIC, the construction of the long
promi sed bypass road to Arelievetitviattife<o i wi Ivl
form part of the VHRe®GsppldrerasyESIAR doesxqt maludei aoyn .
discussion of the long histoof requests for the bypass road or the delay in building it, nor does
it discuss the resulting significant impactsetommu ni t y member s i n Ol yanyt
current road use. We are concerned that the document reflects a continuing failure by MHP to
prioritize identifying and addressing its impacts on local people.

106 EIB project information on foder plant projecthttp://www.eib.org/projects/pipelines/pipeline/20120184

107 Minutes of an Olyanytsya Village Council Public Hearing (6 Dec. 2015), included in Annex 8.

8AMarch2017 | etter from MHP stated, fdthe road will be f
Commi ssion findings (31 Mar. 2017). In a meeting to d
Olyanytsya Village Council lands in exclgenfor financing new water supply infrastructure, the Chairman of the
Trostyanets Rayon Administration promised that the construction of the bypass road is underway, and that it would

be completed and open for usend bederraet itchredo safarttheo fneve th
of a general meeting in Olyanytsya (2 Jul. 2016), included in Annex 8.

109OPIC Supplemental ESIA at 10.
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In 2016, seeing little progress on any planned bypzs$ community membens
Olyanytsyasent anothecollective appeal tthelocal government®which ledto the
establishment o commission to evaluate the damage to buildings from heavy vehicle ttaffic
The commission included a number of experierteetinical personnel, including:

1 Chief Architect of the Rayon State Administration

1 Head of the Housing and Utilities Sector of the Rayon State Administration

1 Chief Specialist of the Urban Development and Agriculture Department of the
Rayon State Adminisatiory and

1 Police Major of the Road Safety Sector

In November 201@he commissioronducted visual inspections the technical
condition of 46 buildings in the village located near the main t&ad.

AAs a result of the |sfthe.vmiydingssubjectiamas f ound t
visual inspection there massive damage to building structuodssarying

degrees of gravity, namely, subsidence of foundation, splitting of foundations,

splits and cracks of walls, wall displacements, cracks and saggiings,

splitting on the perimeter of the buildings, destruction of plaster, both in the

mi ddl e and the oditside of the premises. 0

The commission confirmed thaimilar damage was visible buildingsalong the road
regardless of when they werenstructed; buildings from the 19%0s and from the 19880s
had suffered similar damag¥ Among the primary causes of the damage, the commission
listed:

Continuous use of the road by heavy vehicles to transport goods, causing
vibrations and dynamiienpacts to houses;

Non-observance of traffic rules, namely speeding; and

Aggressive driving practices, such as continuous breaking, accelerating and
maneuvering during heavy traffté>

On 14 March 2017the Olyanytsya/illage Council sent a letter tMHP, explaining the
results of the commission investigatitiMHP responded in March 2017 by denying
responsibilityfor the cracksstating that it is a puldiroadway and implying that theye simply
one of many road uset$. MHP also noted thait follows redrictions on the weight of goods
carried by vehicles, as s e tsitshnversgtdhfalomakrbadc | e s 6

110 Collective complaint from 2@lyanytsya residents (Sep. 2016), included in Annex 4.

11 Decision #151 of th@rostyanets Rayon Council (27 Sep. 2016), included in Annex 8.

112Road Commission report (Act) (14 Nov. 2016), included in Annex 8.

1131d. at p. 2 (emphasis added).

114 |d

1151d. The commission also identified other contributing factors, such as poor qoalityover, houses having
been built too close to the road, or with shallow foundations or low quality building materials.

16 This letter was addressed to the Vinnytsia Broiler (14 Mar. 2017), included in Annex 4.

117)_etter from Vinnytsia Broiler to Olyangya Village Council (31 Mar. 2017) p. 2, included in Annex 4.
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rules, pay taxes and also donated money to repair the road through Olyanytsya'i{ Podse
actions are welcome, but thdo not negate the need for MHP to address the direct impacts of its
operations on surrounding residents.

Local residents in other villages have al s
roads and fear that these impacts will become more seridtisaas 2 is constructed and
becomes fully operational. For example, the planned biogas plant to be constructed on Zaozerne
Village Council lands will likely lead to a significant increase in manure transport vehicles
passing close to thallagesof Zaozerne and Kleban, but the Company has not discussed with us
any measures to mitigate impacts from this heavy vehicle traffic.

c. Foul odors

Local communities have regularly experienced foul odors originating from the
Companyds oper aromtheir shickepraaring brigadés and from héaps of
manure piled in local fieldfr eventual use as fertilizen addition to foul smells from heavy
vehicles carrying chickens, manure, and other organic mAttkrast one community member
has reportethat foul odors within the village are at times so extreme that they have induced
vomiting. We fear thathe Phase 2 expansion, including the construction of a biogas plant, will
increase these problems.

In 2013,ATechnical Conditionswere established that allow the Company to store
manure in open organized manure storages and temporary field*piléss hashad significant
implications forour communitiesas manure pileare regularly stored for extended periods of
time in the fields near our village causingan increase in odor problems. As26f13, the
Zernoproduct Farm had registered 38 official field storage pil#searea surrounding
Ladyzhyn, Trostyanets, Tulchyn, Bershad and Haysyn rayf8Residents of Kleban raised this
issuein complainsto their district government, advocating for their assistance to apply strong
mitigation requirements and to enforce government regulations to address the terrible smell and
other potential impacts from these manure pltéand in a leter to the Minister of Bvironment
advocating for gover nment 2fTheSat Edviroonrestal i nt o MH
|l nspection of Ukraine responded, per the Mini
possible to conduct an inspection of MHP as requested because inspections can only be carried
out with the permission of the Cabinet ofriéiters of Ukraine or at the request of the entity to be
audited, plus budget allocations for state supervision of compliance with environmental
regulations had been reduc€déThis concern was also confirmed during an NGO faxtifig

1181d. at 23.

WRsktewyj ¢ Bdets MsOdzs csdzsodzad s Btsdzj d3 3y " C Odzy’ ® [ OH ¥ d dzO
http://www.vinnitsa.info/news/kuryachgimno-stalo-golovnim-bolemmeshkantsisdadizhina.html We are unsure

what the process is for granting these Technical Conditions, whether they were properly granted in this case, or

whether MHP has registered additional field storage piles since 2013.

120 Id.

121 etter from Kleban residents to the Tulchistrict Administration, included in Annex 4.

122 etter from Kleban villagers to Minister of Ecology (19 Oct. 2014), included in Annex 4.

123 Under current Ukrainian law, state environmental inspections of large enterprises, such as the VPF, are permitted

bt the company is given 2 weeksd notice prior to the al
inspection documents, although authorities have provided some excerpts.
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trip in 2015 and reordedin the Black Earth report, published by CEE Bankwatch Network
following that mission?*

as

e — A, < — sl 2 . fo —
e s % L T e e, o
Chicken excrement laysicoveredn a manure storage facility

Regarding smells emanating from chicken brigali#$P has responded to this concern
by stating thait compieswith sanitary protection zone requiremetffscharacterizing the smell

Ainsignificanto and claiming that it

Di s comf or'®Wrhilet hseh ocsratn.it ary protection zon
dismissive of what community members experience agrgfisant and ongoing problem.

currently nothing rare than an open space: an allotted distance between each brigade and the

Moreover, the sanitary protection zone thiBdP hasallotted around each brigade

ican

e

next building. Under Ukrainian law, sanitary protection zones surrounding chicken houses

should have landscaping and shrubs covering at least 50% of their width, and any sides that f

residential developments should be provided strigeees and bushesf awidth not less than

50 meters?’ We believe that these natural barriers would help to mitigate the foul smells and

potential environment al i mpacts from MHPOSs

For years, sommunity members from Klebdrave been petitioning MHP and local

government bodies for these natural barriers to be added between brigades and residential

124Black Earth p. 21.
125Under Ukrainian law, a sanitary protection zos@ irequired buffer zone of a certain size separating facilities
that generate pollution, or otherwise influence the environment, from residential buildings and social infrastructure.
Facilities are generally required to ensure that pollution impacts &idipe of the sanitary protection zone do not
exceed defined standards. State Sanitary Rul%9.s
126 Black Earthat 21, citing MHP Chief Ecologist, 26 Aug. 2015, General comments provided to FFM répest,
mail to CEE Bankwatch and SOMO.

1270r der of the Mini
settl ements, 0O
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stry of Health No. 173, AOn Approval
(19 Jhttpv/zakohDOr&d&.qQov.uwwmaws/show/z0B®, avail abl e af


http://zakon2.rada.gov.ua/laws/show/z0379-96

development$?® Following a petition from local residents argjection of initial planning
documentsy the Kleban Village Counigt?®* MHP eventually agreed, in 2011, to build a forest
barrier around Brigade 4, which was construaedleban Village Council lantf® To date

MHP has nofollowed through on these commitments and as a result the village of Kleban is
experiencing undue od impacts from multiple MHP brigades to the Northwest, which is
typically upwind of the village.

d. Lack of information and fear of potential impacts: pollution and loss of
water resources

We also fear that thierojectmay be causing negative impactotolocal environment.
Air, soil and water impacts have all been associated with-Bogke industrial chicken farms and
largescale agricultural productiori! and the VPFand Zernoproduatperations include both of
these at an unpcedented scale in orggion.As MHP has not provided detailed or
comprehensive information ots localoperationsr their risks or@source use, we are left
guestioning how our environmentmlaye | mpact ed by fuMie&bvieiescur r ent

Specifically, ve fear that strage of large quantities of manure in the open air has caused
or will cause unnecessary pollution to air, soil and groundwater. Although the VPF has a
designated manure storage facitity Hordiivka Village Council landsve have seen the
Company store nmaure in open fields in other locations near villagesfor months at a time.
This is a particulaproblem for the communities surrounding Brigades hich are located the

farthest from MHP&6s manure storage facility.

move manure back and forth between brigades in that area and the manure storggevfesili

there are MHRcontrolled fields near to Brigadesblthat manure can be stored on. We imagine

that this approach makes sense from a time and cost saving perspective, but it creates significant
additional impacts on local communities, which MHP hasadequately taken into account or
addressedvioreover, we fear that the minimalist construction of the manure storage facility

itself, with no roof and walls on only some sides, may not provide adequate protection against
pollution impacts from storechanure.

We are also concerned ttetherMHP practices may contribute to unknown pollution
impacts, such as its use of pesticides and application of used water from poultry houses to
irrigate crop landFor example, on 6 May 2014 localresident witnesed pesticide spraying on
a field leased and controlled by the Company across the road from her resadlardistance of

128 See, e.g., Letter from Kleban villagers to Minister of Ecology (19 Oct. 2014), included in Annex 4.

129 etter from Kleban villagers with comments asujgestions on territorial plan (undated), included in Annex 4;
Minutes of Public Hearing on Council Spatial Plan, Kleban Village Council (25 Mar. 2011). See also Remarks and
proposals on the Council Spatial Plan, Executive Committee of the Kleban Agnét@ouncil (12 Jul. 2010),
included in Annex 8.

B30 etter from Vinnytsia Broiler to Kleban Village Council (22 Jun. 2011), included in Annex 4.

Blsee, e.g., Natasha Geilirfgnpvironmentalists Want This State to Take Chicken Poop Out of Its Clean Energy
Plan, ThinkProgress (Nov. 18, 201%ittps://thinkprogress.org/environmentaligtantthis-stateto-takechicken
poopoutof-its-cleanenergyplan7af26f98ddc/ GRACE Communications Foundatidndustrial Crop Production
(last visited Sep. 20, 2017 yww.sustainabletable.org/804/industr@bp-production P. Gerber, C. Opio and H.
Steinfeld,Poultry Production and the Environmerna Review FAO (2008), p. 6,
http://www.fao.org/ag/againfo/home/events/band@07/docs/part2/2_2.pdf
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about 10 meters from her laadd without prior notice to héf? Recently, on 4 May 2018, the

same community member again noticedno@roduct Farm spraying pesticides close to her

residence and without prior notice. This recent incident was again raised through a phone call to
MHP&6s Corporate Soci al Responsibility team, a
we fear suclincidents may continue to occl@ommunity members fear that spraying of

pesticides may lead to potential pollution of soil and groundwater, as well as unknown health

impacts for local residentBisposal of treated wastewater irtRivdenny Bug Riveraises

similar concers.»** For example, in May 2018 local community members noticed dead fish

floating in the river near the outflow pipe of the wastewater treatment plant and we fear that this
may have been related® o the Companydés operat

-3 e " AL
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Community members reported seeing dead fish floating in the river near the outflow pipe of
the wastewater treatment. Source: Facebook fiseleer Annex 6).

In response to community fears that the VPF may be polluting water sourepsnig
2016 a TrogyanetsRayon Council Deputyequested thahe sanitary inspection service
investigate water safety in the area. Water samples taken from a selectidis af @&/anytsya
found elevated levels of nitrates of 1865 mg/L**>which is 23 times the World Health

B2 Following the incident, this matter was immediately raised in a letter to the Company. See Letter from Zaozerne

Village Council Head to Zernoproduct Farn®(¥ay 2017), included in Annex 4.

133The Company claims that the wateleased from the water treatment plant meets all relevant quality standards,

but we have not been provided information to understand the basis for this claim. We are aware of reports of visibly
discolored water being released from an MHP water treatraeilityf in another region of Ukraine, although as far

as we are aware these reports have not been investigat ¢
fsvwidedlsd fswek Ctteduydsj odrmr fMissC bitp:/ineu.ded.ug/fydoniyskafi ©o ©, 0 NEC|
ptahofabrykaskydrosavay https://www.youtube.com/watch?v=EqmSzDPjydilh e VPF&6s water treatm
releases treated water well below the surface of the river, so we have no way to see if it is similarly discolored.

134 See Facebook posts and comments, May 2018, included in Annex 6.

5 Water sampling results included in Annex 9.
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