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The Project Complaint Mechanism (PCM) is the accountability mechanism of the EBRD. PCM
provides an opportunity for an independent review of Complaints from one or more individual(s)
or organisation(s) concerning an EBRD Project, which allegedly has caused, or is likely to cause
harm. PCM may address Complaints through two functions: Compliance Review, which seeks to
determine whether or not the EBRD has complied with its Environmental and Social Policy and/or
the Project-specific provisions of the Public Information Policy; and Problem-solving, which has
the objective of restoring a dialogue between the Complainant and the Client to resolve the
issue(s) underlying a Complaint without attributing blame or fault. Affected Parties can request
one or both of these functions.

For more information about PCM, contact us or visit www.ebrd.com.

Contact information
Inquiries should be addressed to:

The Project Complaint Mechanism (PCM)

European Bank for Reconstruction and Development
One Exchange Square

London EC2A 2JN

Telephone: +44 (0)20 7338 6000

Fax: +44 (0)20 7338 7633

Email: pcm@ebrd.com

‘B http://www.ebrd.com/work-with-us/project-finance/project-complaint-mechanism.html

How to submit a Complaint to the PCM

Complaints about the environmental and social performance
of the EBRD can be submitted by email, telephone or in writing
at the above address, or via the online form at:

B http://www.ebrd.com/work-with-us/project-finance/project-complaint-mechanism/submit-a-
complaint.html
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EXECUTIVE SUMMARY

The Project Complaint Mechanism (PCM) received a Complaint from community members
(Complainants) from Olyanytsya, Zaozerne and Kleban villages in Vinnytsia Oblast, Ukraine. The
Complainants assert they have been impacted by the activities of the EBRD investments in MHP,
including the MHP Corporate Support Loan and the MHP Biogas Projects.

The Complainants are supported by representatives of local and international civil society
organizations. In their Complaint letter the Complainants requested Problem-solving. Should
Problem-solving not be successful, they requested that PCM undertake a Compliance Review.

The Eligibility Assessors have determined that the Complaint is eligible for Problem-solving in
accordance with the PCM Rules of Procedure, specifically paragraphs 24-26 and 28-29. The
Complaint:

has been filed within prescribed timeframes;

describes the PCM functions requested;

describes the outcomes sought;

provides adequate information relating to prior communications with the Bank and Client;
raises issues that are appropriate for a Problem-solving and the Eligibility Assessors
consider that a dialogue process is likely to have a positive effect;

e is not disqualified under any criteria set forth in paragraph 28 of the PCM Rules of
Procedure.

The Eligibility Assessors also find that the Complaint satisfies the criteria for a Compliance
Review. In the view of the Assessors, the Problem-solving Initiative should be conducted in the
first instance. The scope of any Compliance Review may be considered at a later stage, pending
the outcomes of the Problem-solving Initiative and following consultations with the Relevant
Parties.
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6.

BACKGROUND

On 5 June 2018 the Project Complaint Mechanism (PCM) received a Complaint connected
with EBRD investments in Myronivsky Hliboproduct (MHP). MHP Group is a leading vertically
integrated poultry/grain/fodder producer in Ukraine. The Complaint was submitted by
community members from Olyanytsya, Zaozerne and Kleban villages in Vinnytsia Oblast,
alleging impacts on the environmental and social conditions in the community and limited
access to information about MHP’s activities and EBRD’s investments. The Complaint
requested that a Problem-solving Initiative (PSI) be undertaken by the PCM and, if not
successful, Compliance Review.1

The PCM Officer registered the Complaint on 21 June 2018 in accordance with paragraphs
11-13 of the PCM Rules of Procedure (PCM RP). The Complaint was subsequently posted on
the PCM Register pursuant to paragraph 20 of the PCM RP.

On 29 June 2018 Mr Constantin-Adi Gavrila was appointed as ad hoc PCM Expert to conduct
this Eligibility Assessment jointly with the PCM Officer, in accordance with paragraph 22 of
the PCM RP.

PCM is aware that a similar Complaint has been submitted by the same community members
to the Compliance Advisor Ombudsman (CAO)2 of the World Bank Group. PCM has been
communicating with CAO representatives to seek means to collaborate and to avoid
duplication of efforts and disturbance to common parties during the Complaint processing, in
line with paragraph 23 of the PCM RP.

Although four EBRD investments in MHP are referred to in the Complaint, two Projects are
relevant for the purposes of the Complaint. The Project Summary Document regarding the
MHP Corporate Support Loan Project provides as follows:

e [T]he loan will be used to support the agricultural working capital needs of MHP
associated with the growing of grains and oilseeds and the processing of these
grains and oilseeds into raw material for fodder production. The capex component of
the loan will support the purchase of new agricultural equipment for crop farming as
well as oilseed processing activities after the launch of a new soy processing plant.
This Project was approved for funding by the EBRD Board of Directors on 28 October
2015 as a B category Project in accordance with the 2014 EBRD Environmental and
Social (E&S) Policy, as the potential impacts are expected to be site specific and
readily identifiable and addressed through mitigation measures.3

The Project Summary Document in respect of the MHP Biogas Project states:

e The Project is aimed at the construction by Myronivsky Hliboproduct (MHP) of a
Greenfield 10 MW biogas plant in Vinnitsa region of Ukraine. The Project will support
MHP Group's strategy to improve the energy efficiency and environmental footprint of
its operations. The Project is expected to have a significant transition impact under
the 'Green' quality as it will promote the efficient utilization of chicken manure and
other agricultural residues for energy production and the application of best available
techniques related to waste management. The Project is expected to result in
significant reduction in GHG emissions. This Project was approved by the EBRD

1 Complaint 2018/09, available at http://www.ebrd.com/work-with-us/project-finance/project-complaint-
mechanism/pcm-register.ntml and annexed to this report.

2 For more details, please visit: http://www.cao-ombudsman.org/cases/case_detail.aspx?id=1274
3 Project Summary Document for MHP Corporate Support Loan, available at https://www.ebrd.com/work-
with-us/projects/psd/mhp-corporate-support-loan.html.
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Board of Directors on 13 December 2017, as a category B Project under the 2014
EBRD Environmental and Social Policy. The Project elements are site specific and
readily addressed through well-understood mitigation measures.4

STEPS TAKEN IN THE ELIGIBILITY ASSESSMENT

The Eligibility Assessors have undertaken a general examination of the Complaint, as well as
the formal response of EBRD Management to the Complaint, as well as documents and
information provided by the Complainants, EBRD staff and the Client.

Initial meetings by teleconference were held with Complainants, Bank staff and the Client in
July 2018. In-country consultations were also undertaken by the PCM Expert together with a
member of CAO staff and a CAO consultant during 10-15 August 2018.

The in-country meetings held with Complainants had a number of objectives, including to:

e Understand the Complainants’ general experience with MHP activities, including
positive impacts as well as pending concerns;

e Explore, in general terms, the underlying needs of the Complainants and consider the
Complainants’ request for confidentiality;

e Clarify what the PCM Problem-solving and the Compliance Review functions can and
cannot achieve in order to manage Complainants’ expectations;

e Survey Complainants’ views about whether a PSI might be helpful (or not), also
considering the Complainants’ request to keep their identities confidential, and
assess interest in pursuing a constructive dialogue;

e To circle back and share with the community members the Company’s preferences;
and

e Discuss Complainants’ views generally on terms to be included in a potential
Framework Agreement for a constructive dialogue process.

Meetings with MHP representatives at their offices in Ladyzhyn were aimed at understanding
the Company’s perspectives on the issues raised and clarifying the PCM functions and
procedures. MHP had also organised two site visits, to the Olyanytsia new bypass road and to
the Ladyzhyn wastewater treatment plant, both constructed by MHP.

During the mission, meetings were also held with the heads of Olyanytsya and Kleban
villages, who expressed their views regarding the issues raised by Complainants.

SUMMARY OF THE RELEVANT PARTIES’ VIEWS

1. Complainants

In the Complaint, the Complainants raised environmental and social concerns as well as
concerns about limited access to information in relation to the operations of MHP. They also
asserted that EBRD has not acted in accordance with its obligations under the Environmental

and Social Policy in relation to its investments in MHP.

Complainants stated their belief that full resolution of the matter is possible through a
constructive facilitated dialogue between MHP and affected community members, and so

4 Project Summary Document for MHP Biogas, available at https://www.ebrd.com/work-with-
us/projects/psd/mhp-biogas.html.
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requested that PCM initiate a PSI. Yet, if parties are not able to agree on a solution,
Complainants requested that a Compliance Review be undertaken.

14. In summary, the Complainants asserted that:

The construction and operation of MHP agribusiness activities in our local area, namely
its interrelated Vinnytsia Poultry Farm (VPF) and Zernoproduct Farm activities (collectively
“the Project”), have caused continuous odour and dust impacts from a significant and
growing number of facilities surrounding our villages and from the application of manure
on nearby fields. Project activities have led to a drastic increase in heavy vehicle traffic
through our villages, resulting in damage to roads and nearby residences, as well as
additional impacts from dust, noise and foul odours for residents along major MHP
thoroughfares. Community consultation processes have been poor, based on inadequate
disclosure of information, and involved pressure from Company representatives to
support the Project and suppress any dissent. We also fear additional impacts from the
Project, including pollution of our air, water and soil. Water levels in some local wells
have been noticeably depleted in recent years, and we fear that this is caused by MHP’s
local operations. Moreover, we fear that the planned expansion of the VPF, which will
double its operations and involve construction of a new biogas plant, will also cause
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 assured that the
Company’s activities will not negatively affect our environment and health.

15. During in-country meetings affected community members validated the issues raised in the
Complaint and confirmed that their immediate priority is to pursue Problem-solving; the
Compliance Review function could be considered at a later stage in the case that Problem-
solving is not successful. Community members also noted their preference that PCM and CAO
coordinate to the extent possible to support a single dialogue process for both complaints.

2. Bank Management

16.In a written response® to the Complaint, EBRD Management indicated support for a PSI
involving MHP and community members from the villages referred to in the Complaint.

17.The Bank stated that MHP is a long-standing EBRD Client and that the following Projects have
been undertaken with MHP:

e July 2010: loan for financing working capital associated with expanding operations
and the construction of a biogas plant at the poultry farm Oril Leader.

o November 2013: financing to support the acquisition of agricultural and grain
infrastructure in Russia and capital expenditures related to agricultural equipment for
MHP Group’s agricultural farming operations in Ukraine.

o November 2015: loan to support the agricultural working capital needs of MHP
associated with the growing of grains and oilseeds and the processing of these grains
and oilseeds into raw material for fodder production. The capex component of the
loan supported the purchase of new agricultural equipment for crop farming as well
as oilseed processing activities after the launch of a new soy processing plant.

e December 2017: loan for the construction of a Greenfield 10 MW biogas plant in
Vinnitsa region of Ukraine.

18. The Bank highlighted that, to date, the only outstanding Project concerns the biogas plant.
They also indicated that EBRD provided financing to MHP and that the subsidiaries
mentioned in the Complaint letter are not direct borrowers under EBRD loans, although the

5 Bank Management Response dated 20 July 2018 available in annex to this report.
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Bank noted that, these subsidiaries, being involved in farming and fodder activities, could
have indirectly benefited from EBRD funds.

In relation to the MHP Biogas Project, the Bank stated that environmental and social due
diligence on the Project was undertaken and that a number of issues were identified and are
being addressed by the Company, such as lack of a cumulative environmental and social
impact assessment.

EBRD Management indicated that they believe there have been substantial improvements in
the environmental, social and stakeholder engagement practices of the Company. In spite of
the efforts undertaken to date, the Bank welcomed the opportunity for an independent
review of the issues raised and committed to offer the necessary support to the PCM to
accelerate the dialogue process to try and resolve the issues raised.

Finally, in a meeting held in Kiev on 15 August 2018, the EBRD project team indicated their
previous efforts in engaging with Complainants, starting back in 2013, as well as the EBRD’s
continuous support offered to MHP in improving the way they engage with stakeholders,
manage grievances and offer public access to information.

3. The Client

The PCM Officer informed the Client about the registration of the Complaint and invited them
to provide a response. The Client provided a written submission to the PCM on 26 July 2018
and agreed that certain information should be included as part of the Eligibility Assessment
report. Additional information was provided by the Client during in-country meetings. In
summary, MHP provided the following information:

o All planned activities were subject to an environmental impact assessment before a
decision regarding a new construction facility was taken. The Company also explained
that the outcomes of the environmental impact assessments were made available to
impacted community members through public hearings.

e MHP has made continuous efforts to engage with community members directly,
through external consultants, through central authorities (Ministry of Ecology) and
local authorities (villages’ heads) as prescribed by Ukrainian legislation and following
best European practice.

e There are various ways available to community members to raise grievances directly
with the Company, anonymously by submitting messages for MHP in the information
boxes available in the villages, via email, by post, by phone and through in person
meetings with MHP staff.

e Concerning complainants allegations related to potential environmental impacts of
the biogas plant, the Client asserted that they have undertaken and released an
environmental impact assessment as required by local legislation and that public
consultations with impacted community members are planned to be organised in due
course.

e MHP currently does not foresee risks of air, soil or groundwater contamination. The
Client explained that they follow local compliance rules concerning the application of
chicken manure and pesticides in the fields. In relation to Complainants’ alleged
impacts on drinking water wells in the villages, the Client stated that independent
expertise was conducted and its results did not show any connection between the
Company’s activities and the increased level of nitrates in the water wells.
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o All measures are being taken by the Company to comply with requirements of
Ukrainian labour legislation and International best practice. They explained that the
Company is regularly conducting internal health and safety audits and risk
assessments.

During meetings the Company also presented information regarding their activities and the
social support the Company is offering to local communities, such as creation of new jobs
(around 5,000 jobs created as of January 2018), development and maintenance of villages’
infrastructure, and preservation and restoration of cultural and historical heritage sites
(investments about 40 million UAH during 2012-2018).

Further, the Company indicated their willingness to participate in a PCM-facilitated dialogue
process with the Complainants, to discuss the issues raised in the Complaint. The Company
also noted their preference that PCM and CAO coordinate to the extent possible to support a
single dialogue process for both complaints.

DETERMINATION OF ELIGIBILITY

The Eligibility Assessors have examined the Complaint as well as relevant information from
the Bank and Client to determine whether the relevant eligibility criteria are met under the
PCM RP.

Pursuant to paragraph 24 of the PCM RP, the Eligibility Assessors do not judge the merits of
the allegations in the Complaint and do not make a judgement regarding the truthfulness or
correctness of the Complaint in making their determination on eligibility.

The Eligibility Assessors have taken note of information relating to the criteria set out in
paragraph 25 of the PCM RP:

e Function: Complainants have indicated a desire for PCM to undertake a PSI, and if
the PSI is unsuccessful, Compliance Review.

e QOutcomes: Complainants have indicated the following outcomes sought as a result of
the PCM process:

a) Publicly release information, in an appropriate form and language, about the
Project and its local impacts. This should include, but not be limited to,
information on the total water use of the VPF and Zernoproduct Farm, impacts on
surrounding groundwater and other water resources and cumulative pollution
impacts on air, water and soil. Information should also explain the cumulative
impacts of the Project together with other polluting activities in the area. Finally,
it should include information about all currently envisioned new MHP operations
in the area, including construction of VPF Phase 2 facilities, new land
acquisitions by Zernoproduct Farm and other local Project operations.

b) Work with local communities to develop improved consultation processes that
enable all affected people to meaningfully consult on the entire planned farm
expansion, and on any specific facilities that may affect them;

c¢) Commission an independent investigation into the Project’s local air, water and
soil pollution impacts and any potential links to health impacts in local residents;

d) Implement, and ensure strict adherence to, effective mitigation measures to
address odour and pollution impacts;

e) Implement necessary measures to address and minimize impacts from Project-
related heavy vehicle road use, including by constructing necessary bypass
roads, implementing and effectively enforcing vehicle speed and safety
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measures, repairing and strengthening roads along primary MHP thoroughfares
and funding repairs for property damage caused by heavy vehicle road use;

f)  Commission an investigation into reported employment issues and work with
independent experts to make any necessary improvements to workplace policy,
practice and/or culture; and

g) Suspend construction of Phase 2 facilities until a comprehensive assessment of
social and environmental impacts is disclosed and meaningful, inclusive
consultations are held.

e Correspondence: Complainants have described their efforts to raise the issues
directly with the Client and the Bank during the 2011-2018 period. Complainants
submitted relevant supporting documents and copies of their correspondence with
the Bank and the Company relating to the issues raised in the Complaint.

e Policy: Complainants have asserted violations of the EBRD’s 2014 Environmental and
Social Policy, namely in relation to PR 1: Assessment and Management of
Environmental and Social Impacts and Issues; PR 2: Labour and Working Conditions;
PR 3: Resource Efficiency and Pollution Prevention and Control; PR 4: Health and
Safety; PR 5: Land Acquisition, Involuntary Resettlement and Economic Displacement
and PR 10: Information Disclosure and Stakeholder Engagement.

Pursuant to paragraph 28 of the PCM RP the Eligibility Assessors have not found that the
Complaint was filed fraudulently or for a frivolous purpose, or that its primary purpose is to
seek competitive advantage through the disclosure of information or through delaying any
EBRD Project. Further, the Complaint has not been addressed by a mechanism of another co-
financing institution, and it does not relate to the obligations of a third party.

1. Eligibility for a Problem-solving Initiative

The Eligibility Assessors have determined that the eligibility criteria set out in paragraph 24(a)
of the PCM RP are satisfied, named that the Complainants are affected by MHP operations
and that the issues raised are covered by Environmental and Social Policy.

Pursuant to paragraph 26 of the PCM RP, the Eligibility Assessors consider that a PSI may
assist in resolving the issues raised in the Complaint and is likely to have a positive result.
Several factors inform this conclusion:

e The Relevant Parties have sufficient incentives to reach an agreement;

o Affected community members and the Client are willing to participate in meetings or
other forums related to a PSI;

e The Relevant Parties share common interests, such as the potential to benefit from
the exchange of relevant information, improve the consultation process between the
Company and affected communities, mitigation of impacts on communities, and
building a long-lasting constructive dialogue process.

Finally, the Eligibility Assessors have noted the Complainants’ expectation for a constructive
dialogue with  MHP and the expectation for the PCM to provide a structured and
independently facilitated framework for such a dialogue.

2. Eligibility for a Compliance Review


Caitlin Daniel
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The Eligibility Assessors consider that paragraph 24(b) of the PCM RP is met as there are two
investments in MHP that meet the prescribed timeline for a Compliance Review. Further, the
issues raised by Complainants relate to the Environmental and Social Policy.

The Eligibility Assessors must consider paragraph 27 of the PCM RP, which provides:

Where the Complaint raises issues appropriate for a Compliance Review, the Eligibility
Assessors will, in their determination of eligibility, also consider whether the Complaint
relates to: (a) actions or inactions that are the responsibility of the Bank; (b) more than a
minor technical violation of a Relevant EBRD Policy unless such technical violation is
alleged to have caused harm; (c) a failure of the Bank to monitor Client commitments
pursuant to a Relevant EBRD Policy.

The Eligibility Assessors are of the view that paragraph 27 of the PCM RP is satisfied. While
the Bank’s assertion that the alleged impacts stem from broader MHP activities rather than
due to the specific investments it has made is very clear, a number of the issues as
presented by Complainants raise potential project scoping, appraisal and monitoring
questions. Accordingly, and mindful of the need to refrain from making any judgement on the
merits of the Complaint, the Eligibility Assessors find that the Complaint relates to such Bank
responsibilities as described in the Environmental and Social Policy. Finally, the Eligibility
Assessors consider that the Complaint raises more than a minor technical violation of the
Policy.

CONCLUSION

On the basis of the information set out above, the Eligibility Assessors have found that the
Complaint satisfies the eligibility criteria for both Problem-solving and Compliance Review. In
accordance with the PCM RP¢ the Eligibility Assessors have determined that the PSI should
be conducted in first instance, and the scope of any Compliance Review would be considered
at a later stage, pending the outcomes of the PSI and subject to further discussions with
Relevant Parties. Accordingly, terms of reference for the Compliance Review would be
developed and discussed with parties at that time.

6 In accordance with paragraph 30 of the PCM RP: “The Eligibility Assessors will issue an Eligibility
Assessment Report [...] with a determination of whether the Complaint is eligible for a Problem-solving
Initiative, Compliance Review, both (with a decision regarding the order in which they should be
conducted), or neither.”
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TERMS OF REFERENCE FOR A PROBLEM-SOLVING INITIATIVE

Complaint on MHP Corporate Support Loan and MHP Biogas Projects, Ukraine
Request: 2018/09

Application

1.

These Terms of Reference apply to any activity or action undertaken as part of the Problem-
solving Initiative, which includes the promotion of a facilitated dialogue among the Parties to
discuss the issues raised in the Complaint, without attributing blame or fault.”

Activities carried out as part of the PSI and subject to these Terms of Reference are subject
to modifications which the Problem-solving Expert and the PCM Officer may, at any time,
expressly agree upon, except modification that may prejudice the interests of any Relevant
Party or is inconsistent with accepted dispute-resolution practice.8

Problem-solving Expert

3.

The Problem-solving Expert shall conduct the PSI in a neutral, independent and impartial
manner and will be guided by principles of objectivity and fairness giving consideration to the
needs, concerns and interests of the Relevant Parties.

Time Frame

4.

The PSI will commence as soon as practicable following the President’s decision to accept
the Eligibility Assessors’ recommendation to undertake a PSI.

Every effort shall be made to ensure that the PSI is conducted as expeditiously as
circumstances permit. It is intended that the first stage of the process, including capacity-
building and facilitated discussions among the Relevant Parties, will be completed within 45
calendar days. It is understood that the time for subsequent stages will be guided by the
requirements of the process. The PSI will be considered completed when the Relevant Parties
reach an agreement, if one of the Parties no longer wishes to continue in the process, or
when, in the opinion of the Problem-solving Expert, no further progress toward resolution is
possible, as per paragraph 37 of the PCM RP.

Procedure: Conduct of the Problem-solving Initiative

6.

The Problem-solving Expert may conduct the PSI in such a manner as he/she considers
appropriate, according to the work plan that has been discussed and agreed to by the
Parties, and taking into account the PCM RP, the concerns expressed in the Complaint, and
the general circumstances of the Complaint. The Expert will employ such methods as he/she

7 The problem-solving function of the PCM is described in the Rules of Procedure as having “the objective
of restoring a dialogue between the Complainant and the Client to resolve the issue(s) underlying a
Complaint without attributing blame or fault.”

8 European Code of Conduct for Mediators:

http://ec.europa.eu/civiljustice/adr/adr ec code conduct en.pdf.
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deems necessary including facilitated information-exchange, mediated bilateral and joint
discussions and conciliation.

During the course of the PSI the Problem-solving Expert may:

a. Organize the dialogue process;

b. Develop an agreed work plan and framework agreement for the process, in consultation
with the Complainants and the Client;

c. Finalize objectives for the dialogue process and agendas with input from all Parties;

d. Seek to ensure a productive working environment where Parties can explore creative
options;

e. Facilitate solutions as described by the different stakeholders and initiate and guide the
PSI process;

f. Document and publish process results and agreements, as appropriate and in
consultation with the Parties;

g. Treat all Parties with respect and assure a fair and balanced process where Parties can
make informed choices;

h. Coordinate with independent experts and/or Independent Accountability Mechanisms, as
appropriate.

Note: It is not the role of the Problem-solving Expert to decide whether Parties’ actions,
opinions or perceptions are right or wrong or to arbitrate in favour of one of the Parties.

Problem-solving Initiative Completion Report

8.

9.

10.

11.

In accordance with paragraph 37 of the PCM RP, the Problem-solving Expert shall prepare a
Completion Report. The Report will describe the issues raised in the Complaint; the methods
used during the PSI; and the results of the PSI including any issues that remain outstanding.
The Report will also identify the need for any follow-up monitoring and reporting by the PCM
Officer.

Prior to publicly releasing the Problem-solving Completion Report, the PCM Officer will verify
with all Relevant Parties that they agree to the content as well as public release of the Report
and that there are no confidentiality concerns raised.

The Completion Report shall be distributed to the Relevant Parties, the President and the
Board of Directors for information, and publicly released in accordance with paragraph 38 of
the PCM RP.

In accordance with paragraph 39 of the PCM RP, the PCM Officer will monitor the
implementation of any agreements reached during the PSI. The PCM Officer will submit draft
PSI Monitoring Reports to the Relevant Parties who will be given reasonable opportunity to
comment on such Reports. If the PCM Officer receives comments from the Relevant Parties,
the PCM Officer will have five (5) Business Days from the day the last comments are received
to finalise the Report and will send the final Report to the President and to the Board. Within
five (5) Business Days thereafter, the PSI Monitoring Report will be publicly released and
posted on the PCM website. The PCM Officer will issue PSI Monitoring Reports at least
biannually or until the PCM Officer determines that monitoring is no longer needed.

12



Exclusion of Liability
12. Without prejudice to the privileges and immunities enjoyed by PCM Experts, the Problem-

solving Expert shall not be liable to any party for any act or omission in connection with any
PSI activities undertaken pursuant to these Terms of Reference.
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ANNEX 1: COMPLAINT

05 June 2018

Erica Bach, PCM Officer

Project Complaint Mechanism

European Bank for Reconstruction and Development
1 Exchange Square, London, UK

E-mail: Bach, Erica <BachE@ebrd.com™

Dear Ms. Bach,

We are community members' from the villages of Olyanytsya. Zaozerne and Kleban 1n
Vinnytsia Oblast, Ukraine. who have been impacted in various ways by the operations of PISC
Myronivsky Hliboproduct (“"MHP” or the “Company™) and its subsidiaries, Vinnytska
Ptahofabryka LLC, Vinnytsia Poultry Farm Branch Complex for Manufacturing Feeds LLC and
PrISC Zemoproduct MHP

The construction and operation of MHP agribusiness activities in our local area, namely
its mterrelated Vinnyisia Poultry Farm (VPF) and Zernoproduct Farm activities (collectively “the
Project™), have cansed continnous odor and dust impacts from a significant and growing number
of facilities surronnding our villages and from the application of manure on nearby fields. Project
activities have led to a drastic mcrease in heavy vehicle traffic through our villages. resulting in
damage to roads and nearby residences, as well as additional impacts from dust, noise and foul
odors for residents along major MHP thoroughfares. Community consultation processes have
been poot, based on inadequate disclosure of information, and involved pressure from Company
representatives to support the Project and suppress any dissent. We also fear additional impacts
from the Project, including pollution of our air, water and soil. Water levels in some local wells
have been noticeably depleted in recent years, and we fear that this 15 cansed by MHP’s local
operations. Moreover, we fear that the planned expansion of the VPF, which will double its
operations and involve construction of a new biogas plant. will also canse 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 assured that the Company’s activities will not
negatively affect our environment and health.

! See Annex | for mformation on how to contact complainants and our advisors.

: In this complaint the terms MHP and the Company refar broadly to PTSC MHP and 1t subsidiaries. As
local affected people, it 15 often not possible to distnguish whech MHP subsidhiary 15 responsible for a particular
operation
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The European Bank for Reconstruction and Development (“EBED™) has provided four
separate investments to MHP since 2010. The most recent investment was provided in December
2017 for the construction of a new biogas plant that will form a key part of the VPF's
expansion * This loan is currently in disbursement. A 2015 loan for MHP’s grain and fodder
production activities is currently in repayment.* while the two prior loans are now closed.’

Our concerns and the associated EBRD policies that have been or may be violated are
detailed in the following sections. We believe that full resolution of this matter remains possible
through a constructive facilitated dialogue between MHP and affected community members.
Therefore we request that the PCM initiates a Problem-Solving process. However, if the parties
are not able to agree on a solution, we request that the complaint proceeds 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 idenfities be disclosed.” We ask that
this complaint be treated as public and posted on the PCM’s website. However, we wish the
attached annexes to remain confidential.

L Factual background
a. The Company

MHP 15 the largest poultry producer in Ukyame, accounting for 30% of the industnally
produced poultry consumed in the country in 2017 It is also one of the country’s top exporters,
with products sold in 63 countries, including widely throughout the European Union.® The
Company’s vertically integrated business model involves controlling all aspects of the poultry
production chain: growing crops to produce chicken fodder; collecting, incubating and hatching
eggs; raising and slanghtering chickens; processing, distributing and selling their meat; and re-
purposing manure as fertilizer for its crops. The Company also controls secondary facilities to
suppert its operations, such as water treatment facilities and a recent expansion into biogas
plants, and has expanded into related markets including cattle breeding and meat and sausage
production.

3 Project Summary Dooument (PSDY) for MHP Biogas (Project No. 49301, available at

http rararwr ebrd comy'work -wath-us fproy acts ‘ped ‘mbhp-bioszs himl. The project client 13 Myronivsky Hiboproduet
PISC / MHP Group.

+ P5D fior MHP Corporate Loan Support (Froject Mo, 47306), available at hitp:'worw.ebrd com work-with-

us/projects psd/ mhp-corporate-suppeort-loan himl. The project chent 15 Myronrvsky Hhiboproduct PTSC ¢ MHP
Crronp.

¥ PED for MHP Farming (Project Mo. 43233), available at btp:/wwrw ebrd. comwork-wnth-
ns/projects psd mhp-fanming himl (project chent 15 BMHP Group); PSD for MHP (Project Mo. 41132), available at
hitp/ wrwrwebrd. comy'work -wath-us orojects'psd/‘mhp html (project ehient 15 J3C Myrontvsky Hiboproduct, a
company of MHE Group.

& For finther context on the reazon for our fears of retahation see Annex 3.

J Annuzl Report and Accounts 2017, MHP Agro & Indusinal Holding, p. 7, available at

hittps:/ woerw. mhp, com wa: 3443 hibrary/fle/ar-201 7-a5-2 1031 8-final 2 pdf.

¥ Ewropean export comnimes melude the MNetherlands, France, Germany, Spain, Italy, Belzium, Switzerland,
the Umted Empdom and Ireland, among others. Id at 9.
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The EBED is not the only international investor in MHP. The International Finance
Corporation (IFC) has also provided a nomber of loans to the company. According to the IFC's
Summary of Investment Information for 1ts 2015 wnvestment, MHP produced 472,800 tonnes of
chicken meat and harvested 2 millicn tonnes of crops in 2013 alone ” Since that time, MHP has
contimed to expand its operations. 1 By 2017, MHP had expanded its production of chicken
meat to over 360,000 tonnes per }‘EEI.” The Company controls around 370,000 hectares of crop
land. one of the largest land banks in Ukraine.! Due to a moratorivm on the sale of agricultural
land in Ulxaine, which has been in effect since 2001 ,H MHP’s agricoltoral activities are
primarily conducted on plots that are leased from individuals through long-term lease
agreements.

While MHFPs vertically integrated model has contributed to its status as a leading
Ukrainian agribusiness, the scale and nature of its business have also contributed to mounting
concerns about its social and environmental impacts_H These concerns are compounded by
patterns of poor commumity consultation and a lack of information provided about MHP s
operations, leaving project-affected people such as ourselves guessing about the true impacts of
its operations.

b. The Vinnyvisia Poultry Farm and Zernoproduct Farm

The VPF, which MHP has called the largest poultry farm in Eumpe,” accounts for nearly
half of MHP’s total pouliry production, with ouiput averaging around 277,803 tonnes of chicken
meat per year.'® MHP began construction of the VPF in 2010. Its construction was divided into
two phases, the first of which became operational in 2014.)” Phase 1 includes a fodder
production plant and grain storage facilities. a breeder farm and chicken hatchery, 12 brigades of
pouliry houses, a slanghterhouse, a wastewater treatment plant and workers™ housing facilities.

a Project ID 34041, IFC Summary of Investment Information (SIT), “Project Sponsor and Major
Sharebolders of Project Company™ available at hitps://discloswres ife org'# projectDetanl'STT3404 1 - IFC
Emmronmental & Socal Eevew Summary for Project 34041, “Project Descnphon,” available at
hittps:/disclosures ife ore/EprojectDetal ESES 34041 7

10 IFC SIT for Progect 34041, “IFC’s Expected Fole and Additozality.”™

n MHP Anmal Report 2017 at 25.
B Id at 8.
B “Ukraine’s Ban on Selling Farmland 15 Choling the Economy,” James Gomez and Kateryna Chowrsina,

Bloomberg (1 Jan. 2018), avalable at hitps-wrerw bloombers com/news features 201 £-01-02 ‘ukraime-s-ban-on-
selhnz-farmland1s-cholans —the-econnml
L We are not alone i raismg these concemns. Concerns about social and emirenmental Jmpa-:b of MHP
operattons have reported by others: “Hamra Pata cxsraac 2 Clmesro crors memigomoro moxomsesss, Ladyzhvn
blog (19 Jun 2013}, avaulable at hitp-/lad v ua'bloz/control 'nashka-ryaba-skidae-v-silmevu- ;mkl-nenduu;-}g
pohodshentva bitml; “B Yepracsmosy palios rEse pEoa - TEEOBENEH T MICTER] FHTeT Ha3HEAXTE PIIHL
mpereEE (2 Feb. 2017), available at bitp:/ kropvva ck ua'contentv-cherkaskomu-raton-sine-nba-chmovmki-ta-m-
stsev-zhitel-nazivavat-r-zn-prichim %20 “MHAPOHIBCEEA ITTAXNOSARPHEA HASBATA THITHIEHT 31
IHBOM HEHHCTOT HETTPHITY CTHNEIN ™ Vicko Mews (1 Mar. 2017), avanlable at
hittp:/akka na'mews /8463 | -mironrvska -piahofabnka-nasvala-mtsident-mi-zlivem-nechistot-repnipustomim-
video htm™fb comment 1d=1163207TR9TI09968 11635613 10407960 b8 7 2abdaa?be.
I MHP Website, “Vinnytsia Poultry Farm L1C,” https-(fwww. mbp.com na'en/operations op-virnit=kaja-
Eﬂtiteﬁbrika-uan—@ (last accessed: 9 May 2018).

Id

7 .
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Each brigade consists of 38 poultry houses and has a capacity of approximately 1,484,250
chickens (broilers), meaning that there are currently as many as 17.8 million chickens being
reared in the VPF at any one time 1%

The typical brigade layout. Each brigade requires a total area of 23-30 hectares of land
and can house approximately 39,060 chickens at a iime. Source: 2016 OFIC

Supplementary ESL4, p. 6, ficure 2.3,

Existing poultry houses within the 'PF.

. Emaronmental Impact Assessment for Brigade 13, “Spektr™ Separate Dinasion of MHP PISC (Feb. 2015),
Sec. 3.1, incleded in Annex 7. The EIAs for Bngades 7, 8, % and 55 all reflect the same numbers. Mote that
somewhat ligher pumbers of clockens per brigade are reported on MHP's website

(htip=:/ famenw mbp. com ua‘en’operations’op-vinmtskaja-phitsefabnka-oac-mkhp') and sigm ficantly lower mumbers
are reported m a 2016 OPIC Supplementary ESLA ((WVinnytsia Poultry Farm Emvronmental and Social Impact
Assessment Supplementary Information Repart, W5P Persons Brinckerhoff, Prepared for the Ohrerseas Private
Investment Corporation (Dec. 2016), p. ). We believe that the pumbers 1 the emvironmental assezsment docwments

to be the most acowrate, as they are consistent across Brngades.
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The “overall project area™ of Phases 1 and 2 of the VPF will use an estimated 27,000
hectares of land in the Vinnytsia Oblast between and surrounding our communities

Approximate site areas are marked by yellow lines, whi.ie existing and proposed facilifies
are indicated by various coloured dots (see map key). Source: 2016 OFIC Supplementary
ESI4, p.3, figure 2.2, This map is approximate as some facility locafions have changed.

MHPs Zernoproduct Farm (" Zernoproduet”™) operations span across an overlapping area
of Vinnytsia Oblast. Established in 2004, Zemoproduct grows, produces and stores grains, which
ate in turn processed info fodder for the VPF and other MHP animal m:mgapemﬁunsm
Zernoproduct Farm's sunflower seed huslcs are used as bedding for the VPF's chickens, while
the VPF reportedly zells “organic matter from chicken-broilers™ to Zemnoproduct for nsze as
fertilizer *! In 2013, Zemoproduct Farm controlled a reported 25,867 hectares in the area around
Ladyzhin

B OPIC Supplementary ESIA at zec. 2.4, It 15 not clear to us exactly which famlities this estumate includes.
- Although they are techmically two separate legal enfities wath a commeon parent, the disinetion betaesn the
operattons of the Zemoproduct Farm and the operations of the VPF m our local area are not entirely clear. For
exaniple, some operations such as Brngade 13, the fodder plant and the sunflower crushing plant are included in the
description of the VET vet are listed elsewhere as bamng owned by Zernoproduct Farm. See, ez, Annual Report and
Accounts 2013, MHP, p. 20. The descniption of operations m ths complamt compnises our best understanding of the
toro enfifies’ Jmmmdupaahm:s
i ‘Tmmmmmmﬁumuﬂmmﬂm Vinmtsa info (12 Sep 2013), avalable at
M amanar vinmtsa infod qim-bolem-meshkantsiv-ladizhing himl
a2 Id Ths@pmshhmmbmﬁhymﬁmhmmmsmbmm,mmtﬁthﬂzmmdndFm
hzs a land bank of over 90, 000 hectares, around 25 000 of which 15 concentrated i ifs Tulchynska Bershadska
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Despite the massive size of the VPF and Zernoproduct Farm, MHP has not publicly
released an environmental assessment or other document explaining the social and
environmental impacts of and total resources used by its local operations. Many basic facts are
therefore unknown to local communities.

A 2016 Supplementary Environmental and Social Impact Assessment (“ESIA™) for the
WPF released by the U.5. Overseas Private Investment Corporation ("OPIC™) in connection with
its own investment review process attempts to estimate the resource nse and other impacts of the
VPF. by adding together predictions and reports found in other documents, produced at varving
times, for individual facilities * However, discrepancies between the OPIC Supplementary ESIA
and other project documents call inte question the accuracy of these mumbers. ™ No ESIA has
been publicly disclosed for Zemoproduct Farm's crop growing activities, or for the associated
application of mamure as fertilizer.

The OPIC Supplementary ESIA reports that Phase 1 of the VPF uses over 3.4 millien
cubic meters of water per year, taken from the Pivdenny Bug River, and produces over 224000
tonnes of manure per year, which is re-purposed as fertilizer on Zernoproduct's local crop land ¥
A 2015 MHP benchmarking exercise found that the VPF produced 787 870 tonnes of CO2
equivalent greenhouse gases. % Used wastewater from the slanghterhouse, fodder plant, hatchery
and rearing bngades 1s processed by the VPF s wastewater treatment facility and discharged
back into the river.™

MHP had a goal to begin construction of Phase 2 of the VPF in 2017.% Phase 2 may
include construction of between 10 and 12 additicnal poultry brigades, each with 38 poultry
houses ** Tt will also entail the expansion of all VPF facilities, with the aim to drastically increase
the volume of production at all levels *® Finally, Phase 2 also involves the construction of a
biogas plant to accommodate the additional manure produced by twice the number of chickens
and to power MHP"s local operations. Once fully operational. the VPF is expected to:

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

Haysymska, Horyrska and Ohianytzka branch offices, which we presume correlate wath the villages and ravons
{distriets) of the same names near Ladyzhyn.

A Ses OPIC Supplementary ESIA. To ow knowledge, OPIC has not vet mzde a decision to mmrest in the VEF.
" For example, the OPIC Supplementary ESIA reports that each of the 12 exmshng bngades houses 39,050
chickens (sec. 2.5), whereas emvironmental assessment documents for imdrndual brigades indicate that a standard
VPF bngads houses nearly 1.5 malhon chickens (around 39,000 chickens per poulsy house, with 38 poultry houses
in each brigade) (see. ez EIAs for Brigades 7, 8,9, 13 and 35).

2 OPIC Supplementary ESIA at 112, 139,
% OPIC Supplementary ESIA, Appendix C: Best Available Techniques at sec. 2.4.

= OPIC Supplementary ESLA at 9-10.

= Anmual Report and Accounts 2016, MHE, p. 14,

= OPIC Supplemental ESLA at sec. 2.5 reports that MHP plans to buld 10 new bngades; page 113 reports

that it plans to build % new brgades. Elsewhere, MHP has stated that Phasze 2 will double the VPF s production
capacity, suggesting that the final number of brigades will be double the 12 constructed in Phase 1. See, a.g., 2017
MHF Anmual Report at 10. It appears that at least 10 new bngades are alveady m the early stages of planming and'or
constructon.

e OPIC Supplementsl ESIA at 6-11.
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Have capacity to house 32 million chickens at a time;’!
Consume over § million cubic meters of water per year;
Produce on the order of 1.5 million tonnes of sreenhouse gases per year;™
Produce potentially close to & million cubic meters of sewage per 1_,*&.*:1.-r;yI and
Produce over 411,000 tonnes of manure per jfear."’ ’

3

c. EBRD investments in MHP

The EBRD has provided repeated investments in MHF’s agribusiness operations in
Ulkraine since 2010.%% Its first loan of $63 million USD helped to finance the construction of
MHP’s first biogas plant at the Oril Leader poultry farm in Dnepropetrovsk Oblast and other
expansion operatinﬂ:».} " The EBRD followed this with a 2013 investment, which increased its
debt exposure to $100 million USD, financing capital expenditures for agricultural equipment

and MHP’s expansion activities in Russia*®

A 2015 loan of $85 million USD, which is still in repayment, went towards additional
expansion of MHP’s agricultural operations, specifically its grain growing and fodder production
activities. ™ This loan is directly relevant to the operations of the Zemoproduct Farm and VEF,

which include the growth of grains (Zernoproduoct), which are then processed into fodder and
used to ratse brodler chickens at the VPF.

A recent loan of 25 million EUR, approved in December 2017, is comently in
disbursement to finance the construction of the VPF s new biogas plant, which is a key part of
the Phase 2 expansion of the VPF and also closely tied to the Zemnoproduct Farm * The biogas

e Caleulated based on standard eapacity of existing MHP brigades.
n OPIC Supplemental ESTA at 139,
= Thus 15 2 rough estimate. The OFIC Supplementary ESLA reports that MHP estunated Phase | GHG
emuszions at 787,870 tonnes in 2015 (Appendrx C at sec. 2.4), and we understand that Phaze 2 wall double the VPF's
operations. While the ESTA for the iogas plant elaims that 1t wall reduce the overall GHOr emuszions of the VEFE,
thes clamm 1= not well supported m project documents and we fear that the plant mav even mereaze overall GHG
emmssions, if there are fazitrve losses of methane, or if mamure 15 shll stored for long penods n the open air before it
enters the plant, or 1f the comvarsion mito biogas 15 less efficient than the Company expects.
M 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 pilhon o vear. MHP is buldmg out an additional freatment lne for Phase 2. (OPIC Supplemental
ESIA at 10)
] Thes number 15 caleulated by multiplving on the estunated 18,722.2 tonnes of mamre produced per
bnigade per vear by 22 (the eshmated total number of brigades fo be constructed). BE. 55 EIA atp. 128
L The EBED 15 not alone in supporimg MHP with bhundreds of nullions of dollars m financing. The
International Firance Corporation. European Investment Bank and Atradius (a Duteh state trade insurance agency)
have also supported MEP through financing and guarantees.
3 F5D for MHP (Project Mo. 41132), avalable at hitp:www ebrd com'work-with-
us/projects pod/mbo, himl,

PED for MHP Famung (Project No. 45233), avalable at hito:/‘worw.ebrd com'arork-wath-
us/projects ped ‘mhp-fanmne il

PF5D for MHP Corporate Loan Support (Project Mo. 47806), avalable at http:/ v ebrd com/work-with-
us/profects ped ‘mhp-coporate-support-loan himl.
0 Project Summary Document for MIF Biogas (Project Mo, 49301), avalable at
bttp:/ wrarer.ebrd com'work-wath-us ‘projects'psd ‘mhp-brogas him].
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plant will be used to dispose of the hundreds of thousands of additional tonnes of manure that the
VPF will produce per year following the Phase 2 expansion, while ligqud waste that 15 left behind
from the biogas production process will in turn be re-purposed as fertilizer for the Zemoproduct
farm *! In short, the EBRD-supported biogas plant plays a key part in enabling the Phase 2
expansion, by providing a mechanism for disposing of more than 180,000 tonnes of additional
chicken manure that will be produced by Phase 2 poultry reaning operations.

IL Community concerns

As described in the following sections, MHP’s operations in our immediate vicinity have
led to a mumber of actual and feared impacts on us. Heavy vehicle traffic has resulted in damage
to village roads and nearby residences. We have experienced continual impacts from dust, noise
and foul odors cansed by vehicles passing through our village as well as emanating from MHP s
neatby poultry farming and other agricultural activities. We also fear additional impacts from the
Project, including pollution of our air, water and soil and depletion of water resources. Moreover,
we fear that the Company’s planned expansion of operations may canse additional harm in the
future.

Owerlaying all of these concerns are ongoing issues with MHP's consultation and
information disclosure practices. We have had limited cpportunities to be consulted about
MHP’s operations and expansion plans. Even when we have been consulted, MHP has failed to
provide us with basic information that would allow us to understand the full extent of social and
environmental impacts from its operations and be assured that the Company’s activities will not
negatively affect our environment and health. Consultations have not addressed basic questions
regarding social and envirenmental impacts and have often mvelved pressure from Company
representatives to support development and expansion plans. We have often only learned about
and been consulted on planned new facilities after land had already been leased and set aside and
mitial construction planning was underway, depriving us of the opportunity to be meaningfully
consulted on these developments. Even promuses made to us dunng consultation meetings
regarding measures to mitigate impacts have not been fulfilled.

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

a. Problems with MHP*s community consultation practices and information
disclosure

Consultation
Since MHP first came to our area, we have experienced repeated and systematic

problems with thewr appreach to commumty consultation meetings about Project plans. Since the
construction of Phase 1 of the VPF began, residents have only been invited to meetings fo

4 Biogas Plant ESIA at p. 67.
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discuss facilities directly located on the territory of their village council. ** even though facilities
on adjacent land also raise social and environmental risks and impacts for nearby commmmnities ¥
Even for those facilities planned on the lands of our own village councils, many lecal residents
only learned about consultation meetings when it was already too late to influence Project
plans * Meetings included presentations about the Company, but potential risks and impacts
were not explained during the meetings, and local affected people were not provided sufficiently
detailed written information to understand the overall implications for our commumnities of each
proposed facility, nor of MHP s local operations as a whole ¥

Even some landowners whe leased land to MHP have reported that they were not
properly consulted on, or even made aware of MHP’s planned Project facilities prior to their
construction. * Moreover, local landowners were not given an opportunity to fairly negotiate the
terms of the lease agreements, but instead were presented with long-term lease agreements with
fixed prices, leaving individual farmers faced with a “take it or leave 1t offer” with no
opportunity to negotiate. Owners of land adjacent to MHP facilities, and within the required
sanitary protection zone, also believe they should have been individually consulted about the
umpacts to their land from dust and other types of pollution produced by these facilities. ¥’

Az MHP moves forward with its Phase 2 expansion worls, the Company 1s organizing
public heanings about its new facilities. Despite some recent attempts to improve its document
disclosure practices, many of the same problems that we have expenienced for years still persist.
MHP still relies on village-level public hearings as the cnly opportunity for “consultation™ with
local affected people about its facilities. Local people are only invited to consultations about the
specific facilities that are planned for construction on their village council territory, and no
consultation meetings whatsoever have been held on the Company’s local operations as a whole.
As a result, we have had no opportunity to learn about its full impacts, or to ask questions or
volce owr concerns about the whole Project. Moreover, by limiting consultations fo facility-

= A 2010 Trostyanets Dhistrict Council meesting is the one exception to this that we can recall. At that
meehng, a small select proup of representatives from villages i Trostyanets Bayon were imated to diseuss and
approve wban planmng documents, which provided for construchion of at least 8§ major MHF facilihes on the land of
Olvanytsva, Chetverhmnvka and Horduvka willage councils. Only 22 people from Olvanytsya were present at the
meetng. Mmutes of Trostvanets Dhistnet Councml Meeting (21 Sep. 20100 included in Annex B,

a For example, Olyamytsyva commmmity members were not consulted on the constructon of Brigades 8§ and 9
or the fodder plant, which are located on the temitory of peighbonng wllage councils, although these are within a
few knlometers of Olvanytsya and closer to some Olvanyisya resdences than the brigades about whach they have
been myted to consult.

H Inferview with former head of Olyamyvtsva, Black Earth: Agribusinez: in Ulraine and the marginalization
of rural commumities, Nataha Kolomets, National Ecological Centre of Ukraine and Fidanka Bacheva MelGrath,
CEE Bankwatch Metwrork (Sep. 2015), p. 26.

b Inferview with former head of Olyamytsva, Black Earth, pg. 26.

bl For example, in 2014, one landowner reported that he had leased land to MHP with the understanding that
the Cormmpany would use it for agneultural activuty and was unaware of thewr plan to buld large farmung
infrastmetire on the land until constuction started. This example was documented in the Black Earth Fepoat, p. 27.
= Some villagers faar that heving chicken brizades or other facilities operating adjacent to their land may
cause long-term irnpacts, which may include reduced crop yields, reduced property value and'or hrtations on land
use. Issues of land use and land value may become more relevant 2s Ukrame considers ending 1ts moratonum on
agneultural land sales.
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specific public hearings, local pecple have only learned about each planned facility after it was
already too late to influence its development. Permitting processes are often completed and “pre-
construction” works at the planned facility location often begin before the MHF has been
planning the development of the VPF — including Phase 2 — since at least 2010, yet local people
are still vninformed and uncertain of its full scope of operations and impacts.

For example, public hearings for Brigade 47 took place in the village of Vasylivka mn July
2016, with 93 people in attendance ** Part of the Phase 2 expansion, Brigade 47 will be an MHP-
standard set of 38 chicken houses designed to held arcund 1.5 mullion chickens at a time.
Comummunity members from the neighboring village of Zaoczerne did not learn about the public
hearing nntil after the fact, when an article in the local newspaper announced that a hearing had
been held on the new facility. The planned site of Brigade 47 sits on the territory of Zaoczerne
WVillage Council, which includes both the villages of Zaozerne and -VE.S}'].i.'.-'k,E.q'g MNonetheless, no
public announcements were made in Zaozerne about the public hearings. Announcements had
been posted only in the smaller village of Vasylivka, at their Culture House information desk. ™"
When villagers from Zaczerne attempted to petition their village counncil to hold a public hearing
in Zaozerne, the petition was rejected. Although 79 individuals signed the petition, the village
council accepted only 40 of the signatories as legitimate (less than the 50 required by local
statute), finding various issues with the rest.”!

A similar situation cccurred the following vear regarding the new planned biogas plant,
which is also planned for construction on Zaczerne Village Council lands. A public hearing was
held on 29 June 2017 in Vasylivka, and residents of Zaozerne once again were 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 accept the petition and announced
that only the votes of the 122 people present at the meeting would be counted in the assessment
of public support for the new facility. The EBED project smmar_l,rsj noted that information
disclosure and public hearings were conducted as required “under the national permitting process
[... as] project information disclosure provided in the frame of above indicated meetings
addressed only the aspects associated with the development of the Biogas Complex facility”™
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 Programume to include aspects on the implementation of all project componemnts,
however, it is unclear what will be the purpose of this programme given that the biogas plant

= Latter from Zaozeme residents to the EBRD (Mow. 2017}, included in Armex 4.

- While Brizade 47 15 closer to the willage of Vasylivka than the village of Zaozeme. 1t 15 close enough to
Zaozeme that residents fear 1t will directly impact them and wanted an epportunity to be consulted about it
construchon.

= Latter from Zaczeme Village Councal (10 Feb. 2017}, mchded in Annex 4.

A For example, villagers who own agricultural land andor residential property in Faozerne village councl
territory but have thewr official state registration in another village couneil territory were not accepted as vahid
sigmatones. Motice from Zaozeme Village Couneal (21 Ape. 2017), included in Annex 4 While thas prachce
confornes with local law, 1t has the impact of preventing affected people from paricipating in consultations on
project activifies that will affect them and thew properties. Motice from Zaczeme Village Counel (21 Apr. 2017).
= PSD for MHF Biogas (Project No. 48301). available at bttp:/www.ebrd com'work-with-
us/projectsped ‘mbp-beosas himl.
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constiuction is already advanced. The full scope of the biogas facility — including all associated
mfrastructure — should have been thoroughly explained in the public hearing on the biogas plant.

MHP representatives have claimed that public hearings are open to anyone who wants to
attend, vet 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 been discouraged 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 35. Prior to the hearing, residents of Kleban and
Zaozerne sent requests to MHP to hold hearings i our villages as well. ¥ Our NGO advocates
also sent an email to MHP asking that residents of Zaozerne and Kleban be included in the
public consultation process on Brigade 55.%* MHP responded that they are not responsible for the
hearing, and that the Mykhailivka self-governing bodies will decide who can attend and
disseminate information to the public about the hearings *® However, this explanation does not
accord with Ulrainian law, which states that public discussion of planned activities can take
place through one or more hearings, with the number of public heanings defined by the project
promoter according to the scale of the expected 1'.1I|]J~aa||::ts_:‘I5

Following this comrespondence, conununity 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 out of the room by other participants. Another visiting community
member was accused of being paid by outside interests. These inter-community conflicts are
mherent to MHP’s practice of limiting consultations to only one meeting per facility, held by the
village council on whose territory the facility will be constrocted, with an MHP representative in
attendance but not facilitating the meeting. This has resulted in a widespread understanding by
local villagers that only residents of that village council are welcome to attend the public
hearings, which effectively prevents affected people from cther villagers from being consulted.

The Company’s noder-inclpsive consultation practice 1s compounded by other issues.
Public hearings have not provided a genuine opportunity for local people to hear about and
unnderstand the negative risks and impacts of MHP facilities before decisions are made.
Documents to be voted on — including environmental assessments and spatial plans — are not
widely distributed before the meeting, making informed participation difficult. Hearings are
often facilitated 1n such a manner as to discourage discussion of negative wmpacts.

2 See letter from Zaozerne residents to MHP (23 Mar. 2018}, meluded in Annex 4. While neither Kleban nor
Zaozeme 15 the closest village to the site of Brigade 55, residents of both villages fear that Bngade 35 wall to cause
cumulative mpacts that may worsen any existing polluton of local aw, water or soul, potentially posing a bealth n=k
for local people throughout the area

™ Emzl ﬁnmm, CEE Bankwatch Network/Centre for Emaronmental Inthatives
"Ecoaction” to | ¢ Relztons and CSE Specialist, MHP (22 Mar. 2018), inchided m Annex 4.
“ Email from [ Fublic Relations and CSR Specialist, MHP, to

E Bankwatch MNetwork/Centre for Environmental Inthiatives "Ecoaction” (23 Mar. 2018),

—
me m 4,

* Provision of the Cabmet of Mmisters of Ukrame, Mz 989 213 (13 Dec. 2017).
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We can turn to the consultation process for Brigade 43, a set of 38 chicken houses to be
constructed on Olyanytsya Village Council land as part of the VPF Phase 2, as an example. In
September 2016, the Olyanytsya Village Council held a public hearing about MHPs planned
construction of Braigade 43. The munutes from the hearing state that the subjects to be discussed
were the Detailed Spatial Plan and the “Preliminary EIA™’ for Brigade 43, vet neither of these
documents was publicly distributed prior to or durning the hearing and information requests to
MHP and the Trostyanets Ravon Administration have not produced any results.*® We still have
not seen either document. A summary description of the new facility was published in 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 discussed.®
Discussion instead focused on the benefits of Brigade 43 and MHP’s promise to build water
mfrastructure for the village of Olyanytsya, in retwn for the public’s support for construction of
Brigades 43 and 44 on Olyanytysya Village Council territory. Only 20 minutes were allocated
for questions about Brigade 43, and another 20 minutes for public comments. ! With 324 pecple
attending the meeting, this was not enough time to hear and address all gquestions, and we fear
that meeting organizers may have been avoiding calling on seme of the participants likely to
have questions and comments about the facility’s risks and negative impacts. In the view of some
community members, the hearing was facilitated in such a way as to prevent dissenfing voices
from speaking *

A group of around 225 villagers signed a letter expressing their opposttion to the planned
Brigade 43, which they presented at the public hearing. Despite this letter, and additional
comments raised at the meeting, the Company dismissed all of the concerns raised, which
mchided documented impacts from MHP's heavy vehicles on local roadways (discussed below),
with little explanation, calling them “groundless.”™ Such a dismissive response to community
members’ legitimate concerns prevents public hearings from serving as a genuine forum for
discussion or information gathering. Yet. this practice 1s typical: a brief newspaper
announcement is often the cnly written information distributed about new MHP facilities prior to
public hearings ** and information about negative risks and impacts at the hearings themselves is

L Ukrammam law does not include any referance to a “Prelimunary ETA. " but MHP has axplained 1t as a short
version of an EIA | developed before complete information 15 available about a new facihity. Letter from MHP to
Chybyryn commumity members (9 Mar. 2017). It 15 not clear when a full ESIA wall be completed or whether it wall

be disclozed to local people.
n Ses, for example, the wmitten requests for information sent on 15 February 2017, meluded in Armex 4.
n For example, regarding mmpacts on air and sol, the newspaper postng simply states that they wall not

excesd standards, without amy further detail. 34 ABA TIPO HAMIPH, Tpocrezemex BICTI (19 Ang. 2016),
mehided m Annex 8.

- Eecozcton interviews with two Ohvanyvisya commmnity members, 4 Mow, 2017,

a Mimates of Olyamyvtsya Village Council Public Heanng (21 Sep. 2016), p. 3. included in Armex 8.
2 Ecozcton interviews with two Ohvanyisya commmnity membars, 4 Mow. 2017,

a Mimates of Olyamyvtsya Village Council Public Heaning (21 Sep. 2016), included in Annex 8.

" For example, this was also the case for Brigade 47. See Notice of Conunencement of the Review

Procedwre, Brigade 47, Tulchin Krai (1 Jul. 2016).
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often absent or misleading *° The minutes of the public hearing on Brigade 43 report that because
“no substantiated comments were received,” the Village Council Chairman declared that the
detailed spatial plan and preliminary EIA for Brizade 43 were approved ™

Many public hearings have also suffered from an atmosphere of intimidation,
disconraging participants from raising concemns or voting against MHP facilities, and dissvading
some affected people from attending hearings at all. An open “voting™ process at public hearings,
conducted through a public show of hands rather than a secret ballot or another method, has
made some community members — especially MHP employees and their family members — feel
pressured to publicly show their support for MHP's plans. Under Ukrainian law, there 13 no
requirement to hold a vote at public hearings. which are intended as an opporfunity to gather
information on public opinion abowt a pmje-ct-'ﬁ'_' However, we believe that MHP and local public
officials who support them use these votes as a way to influence public opinion about new
facilities. We consider that voting may be a useful way to show the public’s attimde about a
planned new facility, but only if voting is done propetly, 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 intimidation. We have suggested this for past public hearings about MHP facilities,
sich as in the public hearing on Brigade 43, but these requests were not taken np.

Some community members with relatives wotking for MHP simply do not attend public
hearings becanse they fear that if they attend and speak against MHP s construction plans, they
or their family member mav be subject to retaliation ® We fear that MHP influences emplovees
to attend public meetings in support of MHP s planned new developments. At least two
employees have reported such pressure.

“For meetings even in other villages, as thewr employee, [ was pressured fo
participate and ‘defend dignity of the company.” First they gather everyone, ...
promuise to give you a day off and 500 UAH if vou participate in the ‘right’ way.
If yvou are not willing to participate, they make lunts that vou can be fired. Always
you w%e told that there will be a person at the meeting who will watch how you
vote.”’

For an example of other community itimidation tactics, we can look agam to the under-
wmclusive consultation process surrounding Brigade 47, discussed above, and the response by

= For example, dunng a 2010 meeting of the Trostvanets Distict Councal to diseuss and approve whan
planming documents, which provided for construction of at least 8 major MHP facilites on the land of Olvamytsya,
Chetvertinvvka and Hordimdka willage couneils, 2 Company representative ensured parficipants that the farm
facihties will not have adverse effects on people and the environment. Mimites of Trostyanets Dhstnet Couneil
Meetmz{ﬁl Sep. 2010), meluded i Arnex 8.

hrmtes of Olyamyvtsva Village Council Public Hearing (21 Sep. 2016), p. 17-18, inchuded m Anpex &

'5 Law on ecologieal expertice, Bulletin of the Verkhenma Rada, 1993, Mo, 8, p. 34, Articls 11, available at
http://zakon? rada pov.ualaws/show/d5/95-%D0FB %0 %80

- Ecozchon interview with Olyanytsya community member, 4 Mens. 2017

- Ecozchon interview with current or former MHP emploves, 4 Nov. 2017; Interviews with cwrrent and

ﬁ:um&l MHP amplovess, Apnl 2018,
Ecozchon interview with current or former MHP emploves, 4 Now. 2017.
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comumunity members in Zaozerne. When community members in Zaozerne learned that the
public hearing on Brigade 47 had already taken place, nearly 350 villagers signed a petition
expressing their disapproval of the planned construction — far more than the 93 villagers who
were present at the original public hearing.”' The petition was presented in a meeting with an
MHP Director on 27 January 2017. In the meeting, community 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 Zaozeme and requested the Company to halt construction of Brigade 47 until it 15
determuned whether the public hearing was legitimate and 1 conformance with Ukraimian legal
requirements. © The Director refused this request outright, and in a follow-up letter after the
meeting accused the community members of illegally violating the Company’s right to conduct
business_

In the following weeks, individuals who had signed the petition were subject to
mtimidation and pressure to change their opinion on the new facility and to retract their
ugﬂa’mres Amuﬂd Elght out of nearly 350 signatories eventually signed form letters of

“signature recall ”

In May 2017, Zaozermne activists filed a case in the Vinnytsia Administrative Court
demanding cancellation of the Euling of the Tulchyn Administration to develep 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 Ulkrainian law and MHP was also a
party to the case.”” The court ruled against the petitioner in March 2018, and on 24 May 2018 the
decision was appealed to the Vinnytsia Adnumistrative Court of Appeal. The filing of the court
case shows how frustrated some commmunity members have become with the MHP’s practice of
holding limited consultation meetings that do not allow for a genuvine understanding of Project
ummpacts, nor an opportenify 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 Company has claimed that environmental assessment docoments are available upon
request,  but MHP has often failed to provide documents in response to requests dating back to

n Petihon, “Fesidents of the Zaozeme Village Council who opposed the construction of the brigade for the
cultrvation of chickens #47 within Vasylhivka™ meluded with a letter from commmmity members to Vinnytzia Broiler
Dchrur (27 Jan. 2017), included in Annex 4.

= See letter from comrmumity members to Vinnyisia Brodler Dhvector (27 Jan. 2017, submmitted to MHP on
the day of the meeting, meluded n Arnex 4. The Vinnytsia Brodler 15 an affibiate of Vinnytska Pizhofabrvka LLC.

= Letter from Virmytsia Brodler Divector addreszed to 2 local commumity member (14 Feb. 201 7), includad
o Ammex 4.

™ These latters are dated batween 14 April 2017 and 20 Apnl 2017. Included m Armex 4.

Ll Ses National Ecological Centre of Ukrame (MECTT) “Tlpoxyparypa Dowama I0cvI0Ese POCILTYEAEHE

moIe MUIPODEE PIMSEES TPOMATCEEEY CIyXaEs 0o oyvrEEsmTay sypEssa MO (17 May 2017,

Lttp:/'necu orz ua'prekustuz -pochala-desudove-rozshduwvannva -schodo-pidroblov-nshennva-hromslubhan-mbo and
Biemrmsaess Ospvsssos Amaimerpareeemee Cyva “YBATA! TIOBITOMITEHEA MIOT0 POSTILATY CTIPABH!
(26 Jul. 2017}, Jvpas.govuanews/podivivagza pov domlennya shehodo rozglvadu spravy’

i Black Earth, p. 27.
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20127 Local community members® attempts, in 2016, to obtain environmental assessment
documents related to Brigade 43 are an example, as described above.® Prior to 2016, a
community-based NGO requested several technical and environmental documents from the
Company, including information about its manure management system, but never received the
requested information.”” To date, we have not been provided with foll environmental
assessments for the slaughterhouse, hatchery, waste water treatment facility, or manure storage
facility. These facilities were all built years ago as part of the VPF Phase 1, but we understand
that at least some of them will be expanded to accommodate Phase 2.%° We have not been
informed of any plan to provide environmental assessment documents that address the expansion
plans.

Company representatives have at times refosed to provide any document that is not
explicitly required to be disclosed vader Ulrainian law, or advised requesters to ask local
government entities for documents.*! This approach strains the relaticnship between local
communities and the Company and presents additional barriers to affected people accessing
basic information about Project operations.

When the Company does disclose information, it generally provides environmental
assessments that cover only single facilities within the farm or one- to two-page excerpts of
environmental assessments. These have not included sufficient detail to address our questions
regarding the impacts of Project operations. For example, a “Statement of Environmental
Impact™ that we received related to the hatchery is less than two pages long and states simply
that environmental risks are insignificant, since MHP has taken comprehensive measures to
protect the environment ® It does not specify which measures were taken. Likewise, the
Statement of Environmental Impact for the Brigade 6 water drainage system, which was
implemented to reduce groundwater levels to prevent flooding of chicken brigades, states that if
the dramnage system 15 operated in a normal manner, “the impact on the environment 1s absent. "%
These statements do not provide enough detail to address our questions and concerns about the
Project.

Even when we have received more complete assessments, they have not provided full
information on nsks and impacts. We recerved nearly identical assessments for Brigades 7, 8 and
9, giving the appearance that each assessment was comprised of boiler-plate language and that
little thought had been put into site-specific assessment of i.ﬂ:l{:iaq:'rs.l:H Risks related to increased
heavy vehicle traffic or storage and application of manure were not identified or assessed in any

" For an explanation of difficulties accessmy emironmeental assessment doomments, see, e.g., Letter from
WECU to EBED (25 et 2013), meluded in Annax 4.

™ An Olyanytsya commmumity member sent wiitten requests for informaton to MHP and the Trostvanets
[hztnet Admimistranon. See the letter dated 15 February 2017 m Annex 4.

L EBlack Earth, p. 27.

" OFIC Supplementary ESIA at sec. 24,

= Ses e.g, Letter from Vimmytsiza Browler Director to affected commumity member (23 May 2017), refusing

to provide a copy of the buildms permit for Bngade 47 and explaming that he does not mterpret the Ukraiman law
on access to iInformation to require disclosure of that document. Included in Armex 4.

e See excerpted Staternent of Ervironmental Inopact for the Hatehery, includad in Annes 7.
= See excerpted Statement of Emaronmental Invpact for Brigade &, Drainage System on the temitory of the
construction of Brizade no. & (Sep. 2010), meluded 1 Annex 7.
H These documents are meluded im Annex 7.
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of the documents we have seen. As described in the following sections, assessments of air
pellution do not provide enough detail to determine whether pollution impacts will have long-
term impacts on our health.

Following extensive advocacy on this issue with MHP and with international lenders, we
have recently noticed some improvements in access to information. Community members’
efforts to access documents related to Brigade 47 are a relevant example of this progress. As
discussed above, community members from Zaozeme attended a meeting with an MHP official
on 27 Jammary 2017 and presented him with a letter requesting information. including
environmental assessments, in relation to Brigade 47. Following the meeting they received a
letter denying their request, explaimng that. “According to Article 19 of the Constitution of
Ukraine the legal order in Ukraine is based on fundamentals, according to which none can be
forced to do something which is not foreseen by the legislation. The poultry farm “Vinnystya
Broiler” operates within Ukramnian legislation ™ * However, after an intervention by MHPs
Public Relations and Corporate Social Responsibility Director, copies of the Preliminary ETA
and Detailed Spatial Plan for Brigade 47 were eventually provided in April 2017. Unfortunately,
the former Public Relations and Corporate Social Responsibility Director is no longer employed
by MHP, and it iz therefore unclear whether recent progress on MHP s disclosure practices will
contimme.

Dizclosure practices of state authorities have also improved over the past yvear. In 2017,
the Detailed Spatial Plan for the biogas plant was posted on the Tulchyn Administration’s
website and sent on request. Also in 2017, after community members finally succeeded in
accessing the Pre-EIA and Detailed Spatial Plan for Brigade 47, and many months after the
public hearning on these documents, both were posted on the Tolchyn Administration’s website.
A new Ukrainian EIA law that came into effect in December 2017 has further improved public
access to docwments, as EIAs are now posted publicly on the website of the Ministry of
Environment.* This is helpfuol for some community members, who can now access these
documents with the assistance of NGO advocates, but not all affected people have internet access
or would know to look on the Mimistry 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 ensure local people have reasonable access to Project information.

Improvements in disclosure practices by MHP and the government have not gone far
enough — environmental assessment documents are still not made publicly available by the
Company, and the Preliminary EIA for Brigade 47, while longer and more detailed than previous
environmental assessment documents that were shared with us, still has many information gaps.
It notes that the facility will contribute to air pollution and includes a list of pellutants to be
discharged but does not estumate the amouvnt of any pﬂ]luta.nl.m The document provides no
baseline assessment or assessment of the cumulative impacts of Brigade 47 and surrounding

& Latter from Virmytsia Brotler Dhrector addreszed to local commumity member (14 Fab. 201 7), meluded m
Anmax 4,

= The new EIA law only apphes to new developments, o the Bnzade 35 EIA and consultation process was
our first expenence with the new law.

= Prelimmary Enmvironmental Impact Assessment, Brizade 47 “Spekir” Separate Diision of MHP PISC
(2016), Section 5.1 The aw emvwronment, included in Ammex 7.
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planned or existing facilities and denies that the facility will cause any social impaects
whatsoever ** This does not comport with our own experience of existing brigades. As described
in the following sections, existing brigades have contributed to a mumber of social impacts from
Project operations, including foul odors and impacts from heavy vehicle traffic on local roads.

Even the ESIA for Brigade 35, which 15 the longest and most detailed environmental
assessment document that has been disclosed for any MHP brigade, does not include an
assessment of cunmlative impacts, and its baseline air quality assessments are not detailed
enough to provide meaningful information on health impacts from Project-related dust.™

Perhaps most importantly, MHP has vet to produce a comprehensive ESIA that provides
a holistic assessment of Project activities and their impacts. Community members and local C50
representatives have been requesting a comprehensive environmental assessment for the VPF
since it was first constructed. without success.”” We understand that MHP has not developed any
comprehensive environmental impact assessment of its VPE operations. Its Zemoproduct
operations are largely not subject to environmental assessment requirements. making it difficult
to obtain information on the potential risks or impacts of its agricultural operations, and
specifically the storage and application of pesticides and thounsands of tonnes of manure onto
lecal agricultural lands as fertilizer.

Without a comprehensive assessment of all local operations, community members are left
guessing about the exact size and impacts of the Project. The exact oumber of chicken brigades
that will nltimately be inclided in the VPF is unknown to us. MHP develops brigades using a
seemingly random numbering pattern, making it difficult for local people to understand how
many brigades have been built and how many more are in development. For example, we
wnderstand that Phase 2 construction is currently scheduled to involve construction of (at least)
Brigades 13, 22, 23,42 43, 44 47 49 and 55.

The 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
2017, and the EBRIY s support for the project was approved the same year. Both approvals were
based on a Preliminary ETA that incleded only the biogas plant, but not the linear infrastmciure,
such as roads and hiogas prpeline. The EBRD project summary justified this by saying that “in
line with national regulatory requirements the linear infrastructure components do not require
environmental impact assessment or environmental permitting and are only subject to
constroction permitl:i.ug."g' In addition, the EBED 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.

= Preliminary EIA Brigade 47, Section 7, Assessment of the impact of planned activities on the sinrounding
social emaronment, mnchided i Annex 7.
" Emronmental Impact Assessment, Brnigade 55 (2018), meluded o Annex 7.

e See, e.g. Letter from Ladyzhym Crnl Council, NECT, Public Centre of Ecological Control and Voace of
Mature to EBREDY (21 Okt 2013), meluded in Annex 4.
Al PSD for MHP Biogas (Project No. 45301}, available at kttp-/mww ebrd com‘work-with-

us/projects psd ‘mhp-biozas himl.

17

30



The biogas plant project 1s also an example that even when we believe that we understand
a facility’s size and impacts. these have at times been changed following public hearings. For
example, the biogas plant’s Preliminary EIA described it as a 10 MW plant. > We recently
learned that MHP mipht be considening doubling its size, to produce as much as 24 MW of
power.? We do not know whether a new public hearing will be held on this updated plan.
Regardless, MHP has already begun construction of the biogas plant, the EBED has already
approved a new loan for a 10MW facility, and we are skeptical that a new public hearing would
provide a genmune opporfunity to raise concerns and provide input into the facility’s design and
development.

Efforis to resolve these issues fo date

As early as 2011, local residents have raised concerns about inadequate consultations and
lack of information about negative impacts of the ijgﬁd' Following numerous letters and
appeals to the EBRD and other mmltilateral financers,” and due to the recommendation of the
EBED and [FC, MHP hired two stakeholder engagement consultants in 2016 and 2017. While
this was a welcome decision, the nature and purpose of the consultants’ roles was unclear to us
throughout their appointment.” While we had hoped that hiring these consultants would have
resulted in a noticeable increase in opporfunities for vs to engage with MHP and discuss our
concerns, this has not been the case. We have seen litfle change in the consultation problems
detailed above.

To our knowledge, the MHP-hired consultants held just two meetings with selected
community members in our area, in the summer and autumn of 2017. Community members from
our villages were invited to one of these meetings, in November 2017. The discussion covered
important topics, including environmental impacts, the need for improved consultation with all
affected people and better disclosure of information about negative Project impacts *®
Unfortunately, since that meeting, we have not been offered an opportunity to follow up on the
matters discussed, and we have not noticed a change in MHP s handling of the issues discussed.
In our opinion, the one-time nature of the meeting and the lack of clanty around follow-on
actions prevented the meeting from having any real impact. Mereover, we believe that meetings
with the Company would be more productive in the presence of an independent third-party
facilitator, and preferably a trained mediator. The MHP-hired consultant was not well-positioned
to play such a role.

2 Biogas Plant Prelminary Assessment of Emnronmental Impact, Sec. 4 Chrernew of Project Desipn, p. 68
e Armex 2 to the Biogas Plant ESIA. available at

http://eia merr zov. uauploads ‘document='52 1 report=/2f] TI00608 8098 0aac 5 6daibB S 0bE). pdf.

- Crher mmlalateral financers of MHP melude the Infernational Finance Corporation and the European

Invesiment Bank. MHP has al=o recerved mmerons fimancial suarantess from Duteh trade credit m=swrance agency
Atradius DSE.

i When azked by NGO representatives about the rols of the consultants, MHF indicated that the natwe of
thewr role was an mtemnal matter, not public information. Meeting between between representatives of MHP, CEE
Bankwatch Network and WECT, 7 Apr. 2017. Notes from this mesting are included m Annes 4.

% Mimutes of meeting between MHP reprasentatrve, MHP-lired consultant, local compmmmity members and
local NGO representatives (16 Mov. 2017}, included m Armex 4.
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We learned that the contract of at least one consultant has now ended. More recently, we
also learned that MHP’s Director for Public Relations and Corporate Social Responsibility, who
also attended the meeting in November 2017 and appeared to play a posttive role in improving
information disclosure, has also left the Company. This has left us with additional vncertainty
around how MHP’s stakeholder engagement will be led.

In 2017, MHP released a new Stakeholder Engagement Plan (SEP) that lays out its
processes for consuling and communicating with local people and other stakeholders.*” The new
plan includes useful language, but much of it 15 framed in such general terms that it is difficult to
know exactly what MHP is committing to, or to hold the Company accountable to those
commitments. Further, since the plan was released in 2017, we have not noticed a change in the
major consultation challenges discussed above, leaving us fearful that the new SEP will not have
much impact on MHP’s practice of consultation and communication with our local communities.

Moreover, the VPF alzo has its own SEP, and it is not clear how or whether the new
MHP-wide SEP will impact the site-specific plan. The VPF’s SEP is inadequate in several ways.
The only regular method for consulting with and receiving feedback from local communities is
through public meetings scheduled to take place 4 times per year, but there are no minimumum
standards or gwidelines for what information will be included in these meetings. In fact. the
document does not specify any requirements for reporting information to local communities,
other than a vagoe statement that “the enterprise regularly reports on its activity to ... varions
interested parties. ™ The document further specifies that annnal reporting on health and safety
and environmental protection is provided only to “internal interested parties ™™ It does not
articulate a process to allow local communities to access this information.

b. Impacts from heavy vehicle traffic on village roads

Since MHP's local operations began, and particularly since 2010 when the construction
of VPF Phase | began, heavy vehicle traffic on local village roads has increased dramatically,
leading to public safety concerns and physical damage to roads and swrounding buildings. A
particnlarly serious example is MHP s use of the main road through Olyvanytsya, although other
villages have experienced impacts from MHP road use as well.

Most of the local village roads, including the mam road through Olyanytsya, were roads
of regional significance, however became major transport corridors when MHP operations began
in the area. Now, MHP relies extensively on this route to transport chickens, chicken parts,
manure, fodder and other cargo between its facilities. This road is currently the most logical
route to travel between MHP s manure storage facility and seven of its existing brigades on one
side, and 1ts hatchery, slanghterhouse, fodder plant, waste water treatment plant and another five
brigades on the other side. As a result, since 2010, pecple in Olyanytsya have experienced

£ MHP Stakeholder Enzagement Plan, Eiev (2017) avalable at

https. www. mhp. com wa/en respons bbby commumication' stakeholder-en pa mement-plan.

- Plan of Interaction with Stackeholders (sic.} for vear 2016, LLC Vmnyisia Pouliry Factory Branch
“Processing Complex.” p. 13, meluded m Annex 10.

- Id at12.
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significant negative impacts caused by heavy traffic from large industrial vehicles associated
with the Project.

Large vehicles frequently ufilize 'L-':rﬂ':ige roads creating risks to pedesirian safety and damage fo
physical property.

These impacts wete particularly severe during construction, when heavy machinery
traveled through the main road regularly. However, even after Phase 1 construction ended, heavy
vehicles have continued to use the main road through Olyanytsya. In November 2017, we
mstalled a video recorder to collect footage of the Olyanyisya main road for a full 7-day period.
The footage shows an average of 400 MHP-related heavy vehicles traveling on the road each
day. wl’lul':::]h accounted for approximately 70% of heavy vehicle traffic during the recorded
period.

The size and weight of these industrial vehicles has cansed damage to the road and
surrounding properties, which were not built with the expectation of having to sustain wibrations
from such frequent heavy vehicle traffic. Many houses near the main road now have noticeable
cracks in their walls and roofs, which were not present prior to MHP’s constroction of the VPE.
These cracks can be seen in houses bordering both sides of the road, regardless of the year of
construction of the house. In addition to vibrations, MHP-related heavy vehicle traffic has also
led to noise and dust pollution, as well as strong odors from vehicle cargo, cansing a constant
musance for local residents. Matters are made worse by the speed of passing trucks and lack of
effective speed control and road safety measures, which canses a safety concern for local
residents.

L See fAnmex 3 for more details on the findings of that exercise.
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1 :l.
Cracks have appeared in recent years in residents’ homes close to the road, both on
building exteriors and along the walls and ceilings of inferior rooms.

Impacts from MHP’s heavy road use were foreseeable. In fact, MHP acknowledged them
in meetings with community members in Olyanytsya in 2010.!% 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 earlier.'” In one such letter, comnmnity members
i 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 construct any new brigades on
Olyanytsya lands until these measures are carried out 1% The Company and local officials agreed
to implement all of the requested actions.'™ but to date, we have not seen any real progress.

In early 2015, as MHP was negotiating loans for its expansion with the EIB'" and the
EBRD, the Company developed a draft plan for a bypass road, but then progress stalled. !

Hi The newspaper L. Express publiched an article on 25 March 2010 about the public hearngs m Olvanvizya
and desenibes WMHE's promuses “to develop the proposal for the road bwlding and reconstruchon in the region with
total length of 120 km and could be used publicly.” (Article meluded in Annex 6).

L Ses, e.g., Letter from The Commmttes to Save Olvanytsva to the Trostvanets Admamstration and Council
(21 Sep. 2012}, meluded i Annex 4.

L Thas letter 15 discussed m the Mmutes of an Olyvanytsya Villaze Counell Pubhe Heanng (6 Dec. 2015],
mechided m Annex 3.

4 Id

o EIB project information on fodder plant project: hito:wrorer eib.or i ipelines/pipeline 201 20184,
L Mlimates of an Olyamytsya Village Council Public Heanng (6 Dec. 2013}, meluded in Armex §.
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Construction has been delayed time and again for varous reasons, despite continmng promises
that it will be completed soon.!”” Meanwhile, the Company’s construction of VPF Phase 2
facilities has continued on time We interpret this as a prioritization of MHP’s profit-making
operations over the interests and wellbeing of local communities.

ﬁeplmm&d Olyvanytsya bypass is indicated by the blue doited line. Source: PIC Supplemeniary
ESI4, figure 2.2,

According to the Supplementary ESIA released by OPIC, the construction of the long-
promised bypass road to “relieve traffic i villages that are affected by MHP activities™ will now
form part of the VPF's Phase 2 expansion '” The Supplementary ESIA does not inchude any
discussion of the long history of requests for the bypass road or the delay in building it, nor does
it discuss the resulting sipnificant impacts to community members in Olyanytsya from MHP's
current road use. We are concerned that the document reflects a continning failure by MHP to
pricnitize identifying and addressing its impacts on local people.

L A March 2017 letter from MHF stated, “the road wall be fimshed in the nearest fuhwe”. See letterin
response to Commussion findmgs (31 Mar. 201 7). In a peefing to discuss MHP s mtenfions to bwnld Brigades 43 and
4 on Olyanyvisya Village Counenl lands mm exchange for financmg new water supply mfrastruchure, the Charman of
the Trostvanet: Bayon Admimistrafon prommused that the construction of the byvpass road 1= underway, and that 1t
would be completed and open for use “befiore the start of active construchon and operation™ of the new brigades.
Minutes of a2 general meeting m Olyanyisya (2 Jul. 2018), meluded m Annex 8,

bl OFIC Supplemental ESIA at 10.
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In 2016, seemng litile progress on any planned bypass read, community members in
Olyanytsva sent another collective appeal to the local gnvemmrnt,lm which led to the
establishment of a commission to evaluate the damage to buildings from heavy vehicle traffic. !
The commission included a number of experienced technical personnel, including:

Chief Architect of the Rayon State Administration;
Head of the Housing and Utilities Sector of the Rayon State Administration;
Chief Specialist of the Urban Development and Agriculture Department of the
Rayon State Administration; and

» Police Major of the Road Safety Sector.

In November 2016, the commission conducted visual inspections of the technical
condition of 46 buildings in the village located near the main road. Hi

“As a result of the survey, it was found that m all of the ... buildings subject to
wisual mspection there 13 massive damage fo building structures of varying
degrees of gravity, namely, subsidence of foundation, spliting of foundations,
splits and cracks of walls, wall displacements, cracks and sagging ceilings,
splitting on the perimeter of the bmldmgs dEStl'llChGﬂ of plaster, both in the
middle and the outside of the premises.’

The commission confirmed that similar damage was visible in buildings along the road
regardless of when they were constructed; buildings from the 1940-50s and from the 19380-90s
had suffered similar damage.'’* Among the primary canses of the damage, the commission
listed:

e Continmous use of the road by heavy vehicles to transport goods, causing
vibrations and dynamic impacts to houses;

# Non-observance of traffic miles, namely speeding; and

o Agpressive driving practices, such as continuous breaking, accelerating and
manewvering during heavy traffic. Hi

On 14 March 2017, the Olyanytsyva Village Council sent a letter to MHP, explaiming the
results of the commission iﬂ".’EStigﬂﬁ.ﬂﬂ_ﬂ:' MHP responded in March 2017 by denying
responstbility for the cracks, stating that 1t is a public roadway and implying that they are sumply
one of many road users.'!5 MHP also noted that it follows restrictions on the weight of goods
carmed by vehicles, as set by the vehicles’ manufacturers, instructs its drivers to follow all road
rules, pay taxes and also donated money to repair the road through Olyanytsya in 2016. 17 These

e Collective complaint from 20 Olyanytsya residents (Sep. 2016), inchided m Annex 4.

e Decision #1531 of the Trostyanets Rayon Council (27 Sep. 2016), included in Ammex 8.

m Foad Commission report (Act) (14 Hov. 2016), included in Armex 8.

ni Foad Commission report, p. 2 (emphasis added).

13 Id

s Jd The commission also identified other contnbuting factors, such as poor quality rozd cover, houses
having been built too close to the road, or wath shallow foundznons or low quality bunlding matenals

" Thas letter was zddressed to the Vinmytsiz Broiler (14 Mar. 2017), mclnded in Annex 4.

e Latter from Virmytsia Broaler to Olyanyisya Village Couneil (31 Mar. 2017) p. 2, included m Annex 4.
ny Id. at 2-3.
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actions are welcome, but they do not negate the need for MHP to address the direct impacts of 1ts
operations on swrounding residents.

Local residents in other villages have also been impacted by MHPs heavy use of local
roads and fear that these impacts will become more serions as Phase 2 1s constructed and
becomes fully operational For example, the planned biogas plant to be constructed on Zaozerne
Village Council lands will likely lead to a sigmficant increase in manure transport vehicles
passing close to the villages of Zaozerne and Kleban but the Company has not discussed with us
any measures to mitigate impacts from this heavy vehicle traffic.

¢, Foul odors

Local communities have regularly experienced foul odors oniginating from the
Company’s operations, particularly from their chicken rearing brigades and from heaps of
manure piled in local fields for eventual use as fertilizer, in addition to foul smells from heavy
vehicles carrying chickens, manure, and other crganic matter. At least one community member
has reported that foul odors within the village are at times so extreme that they have induced
vomuiting. We fear that the Phase 2 expansion, including the construction of a biogas plant, will
merease these problems.

In 2013, “Technical Conditions™ were established that allow the Company to store
manure in open organized mamure storages and temporary field piles.!’® This has had significant
mmplications for our communities, as manure piles are regularly stored for extended periods of
tume in the fields near our villages, causing an mcrease in odor problems. As of 2013, the
Zernoproduct Farm had registered 38 official field storage piles in the area surrounding
Ladyzhyn, Trostyanets, Tulchyn, Bershad and Haysyn rayons.!'® Residents of Kleban raised this
1ssue in complaints to 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 pﬂea,m and 1 a letter to the Minister of Environment,
advocating for government inspections into MHP’s operations.'*! The State Environmental
Inspection of Ukraine responded, per the Minister’s request, explaining that it would not be
possible to conduet an inspection of MHP as requested becanse inspections can only be carried
out with the permission of the Cabinet of Ministers of Ukraine or at the request of the entity to be
andited, plus budget allocations for state supervision of compliance with environmental
regulations had been reduced.!” This concern was also confirmed during an NGO fact finding

ne “Evpams riM=0 cTATO TONCEERM Domes Memmearme Jlamreesa” Vinmtsa mfo (12 Sep. 2013), available at

2anarr vinmitsa info /news kwvache-ginme-stalo-golovmum -bolem-meshkantzyv-ladizhina. himol . We are insure
what the process 15 for granting these Techmical Condifions, whether thev were properly granted 1o this case, or
whether WMHP has registered addinonal field storage piles since 2013,

1% Id

m Latter from Kleban residents to the Tulchyn Dhetnct Adwimistration, inchided m Anmex 4.

= Letter from Eleban villagers to Mimster of Ecology (19 Oct. 2014), included m Annex 4.

= Under cuwrent Ukraingan law, state environmental inspections of large enterprises, such as the VPE, are

permuited but the company 15 given 2 weeks” notice prior to the audit. Comumumity members have not been able to
access full inspechion documents, although authonties have provnded some excerpts.
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trip 1n 2015, and recorded in the Black Earth report, published by CEE Bankwatch Network
following that mission '

Regarding smells emanating from chicken brigades, MHP has responded to this concern
by stating that it complies with sanitary protection zone requirements,'** characterizing the smell
as “insignificant” and claiming that it “can be felt only in case of unfavourable strong wind.
Discomfort is short. ™' While the sanitary protection zone is welcome, MHP's response has felt
dismissive of what community members experience as a significant and ongeing problem.

L -’-"-';‘-""*:" _ i" 1H-"l_r-‘...“-F_--. “'-'
Chicken excrement lays uncovered in a manure storage facility.

Moreover, the sanitary protection zone that MHP has allotted around each brigade is
currently nothing more than an open space: an allotted distance between each brigade and the
next bulding. Under Ukraintan law, sanitary protection zones surrounding chicken hounses
should have landscaping and shrubs covering at least 50% of theiwr width. and any sides that face
residential developments should be provided strips of trees and bushes, of a width not less than
50 meters.'*® We believe that these natural barriers would help to mitigate the foul smells and
potential environmental impacts from MHPs chicken rearing operations.

L Black Earth, p. 21.

4 Under Ukraimian law, a samtary protection zone 1= a requared buffer zone of a certain size separating
famlinies that penerate pollution, or otherwnse influence the emaronment, from residential bnldings and =ocal
mfrastruchure. Famhties are generally requored to ensure that pellufion mmpacts at the edge of the samitary protechion
zone do not exceed defined standards. State Samtary Bules of Flanning and Development of Human Settlements Ne
17396

I Black Earth at 21, citing MHP Chuef Ecologist, 26 Auz. 2013, General comments provided to FEM report,
+1a e-mail to CEE Bapkwatch and SOMO.

126 Order of the Ministry of Health No. 173, “On Approval of the State Sanitary rules of plapning and
construction of setflements ™ (19 hun. 1996) sec. 5.13, avalable at httpe'zakon® rada. pov.ualaws show /=03 7996

25

38



For years. community members from Kleban have been petitioning MHP and local
government bodies for these natural barriers to be added between brigades and residential
developments. '’ Following a petition from local residents and rejection of initial planning
documents by the Kleban Village Council, '*® MHP eventually agreed, in 2011, to build a forest
barrier around Brigade 4. which was constructed on Kleban Village Council land '** To date,
MHP has not followed through on these commitments and as a result the village of Kleban 15
experiencing undue odor 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 the Project may be cansing negative impacts to our local environment.
Aur, s01l and water impacts have all been associated with large-scale industrial chicken farms and
large-scale agricultural production *® and the VPF and Zemoproduct operations inclnde both of
these at an unprecedented scale m owr region. As MHP has not provided detailed or
comprehensive information on its local operations or their risks or resource use, we are left
questioning how our environment may be impacted by MHP’s current and foture activities.

Specifically, we fear that storage of large guantities of manure in the open air has cansed
or will cause unnecessary pollution to air. soil and groundwater. Although MHP has a designated
manure storage facility on Hordiivka Village Council lands, we have seen the Company store
manure in open fields in other locations near our villages for months at a fime. Thisis a
particular problem for the communities surrounding Brigades 1-5, which are located the farthest
from MHP’s official manure storage facility and therefore have suffered from many informal
manure piles being placed i surrounding fields. It 1s presumably more time consuming for MHP
to move manure back and forth between brigades in that area and the manure storage facility,
when there are MHP-controlled fields near to Brigades 1-5 that 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 has not adequately taken into
account or addressed. Moreover, we fear that the mimimalist construction of the manure storage
facility itself with no roof and walls on only some sides, may not provide adeguate protection
against pollution impacts from stored manure.

= Sea, g g Letter from Eleban willagers to Mimster of Ecology (19 Oct. 2014), inchuded in Annex 4.

= Latter from Klaban willagers wath comments and suggeshons on temtonal plan (urdated), meluded m
Armex 4; Mimites of Public Hearing on Counml Spatial Plan, Kleban Village Counenl (25 Mar. 2011). See al=o
Remarks and proposals on the Council Spanal Plan, Exerutive Comrmttes of the Kleban Asmeultural Couneal (12
Jul 2010), meluded in Annex 8.

= Latter from Vimmytsia Broiler to Eleban Village Counal (22 Jun. 201 1), incloded m Annex 4.

. See, e.g., Natasha Gailing, Emvironmentaliziz Want Thiz State to Take Chicken Poop Our of Itz Clean
Energy Plan, ThinkProgress (Wow. 18, 2015), bttps:thinkprogress ors/smnronmentalists-want-thes-state-to-take-
chicken-poop-out-of-1ts-clean-energy-plan-Taf2 6f38dde/s GRACE Comymmicatons Foundation, Indusirial Crop
FProduction (last visited Sep. 20, 2017}, wenw sustamabletable. org/ 804/ mdu=tial -crop-produchon; P. Gerber, C.
Opuo and H. Steinfeld, Poulrry Production and the Emdronment - a Review, FAQ (2008), p. 6,

Jiwrerwr fa0.org/ag aramfohome/events bangk ok 2007 docs \part2/2 2 paf,

26

39



We are also concerned that other MHP practices may contribute to unlnown pollution
umpacts, such as its use of pesticides and application of used water from poultry houses to
wrrigate crop land. For example, on 6 May 2017, a local resident witnessed pesticide spraying on
a field leased and controlled by the Company across the road from her residence, at a distance of
about 10 meters from her land and without prior notice to her. ! Recently, on 4 May 2018, the
same community member again noticed Zemoproduct Farm spraying pesticides close to her
residence and without prior notice. This recent incident was again raised through a phone call to
MHP’s Corporate Social Responsibility team, and after that the spraying did eventually stop, but
we fear such incidents may continue to occur. Community members fear that spraying of
pesticides may lead to potential pellution of so1l and groundwater, as well as vnknown health
impacts for local residents. Disposal of treated wastewater in the Pivdenny Bug River raises
similar concerns. '™ For example, in May 2018 local community members noticed dead fish
floating 1n the river near the outflow pipe of the wastewater treatment plant and we fear that thus
may have been related to the Company’s G]J-EfaﬁﬂﬂS.IB

s i "F: . . |.

Community members reported seeing dead fish floating in the river near the ouiflow pipe
of the wastewater freatment. Source: Facebook (see further Annex 6).

In response to community fears that the VPF may be polluting water sources, in spring
2016, a Trostyanets Rayon Council Deputy requested that the sanitary inspection service

Bl Following the merdent, this matter was immediately raised in a letter to the Company. See Latter from
Zaozeme Village Council Head to Zemeoproduct Farm (15 May 201 7), meluded 1o Annex 4.

F The Company claims that the water released from the water treatment plant meets all relevant quality
standards, but we have not been provided mformation to understand the basis for thus clamm,. We are aware of reports
of vimbly discolored water being released from an MHP water treatment facility in another region of Ukraine,
although as far as we are aware these reports have not been imveshgated. See, & g, “Ha “Mepomicsmn
mraxodabpem” Ee IMOTTH TOSCERTH DOSEY RopETEeEm: croms 1o prms Pocana” NECT, avalable at

hitp ./ 'necn orz ua'mvronivska-ptahofabrvka-skvd rozava’; rvel.
VPE': water treatment facility releazes treated water well below the swrface of the river, so we have no way to see 1f
1t 1s sumlarly discolored.

R Sea Facebook posts and comments May 2018, included in Annesx 6
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mvestigate water safety in the area. Water samples taken from a selection of wells in Olyanytsya
found elevated levels of nitrates of 130-165 mg/L.** which is 2-3 times the World Health
Organization’s (“WHO™) recommended guideline level of 50 mg/L."** We understand that high
levels of nitrates in water are toxic to humans and may be associated with health impacts.!*®
Agricultural activity, including excessive application of fertilizer, is one kmown canse of
excessive nitrates in groundwater. '’ The same water samples also showed the presence of e coli
and levels of ammeonia of 1.82 to 3.85 mg/L, and we are afraid this may indicate a higher level of
ammonia than 1s naturally occuwrnng in the area.’® The WHO identifies intensive animal rearing
as a possible cause of elevated levels of ammonia in groundwater, '™ and the United States
Agency for Toxic Substances and Disease Fegistry specifically points to the application of
excessive amounts of chicken manure fertilizer as a possible cause !

Following the water testing, public officials responded by providing wamings to the local
comumunity of the danger of using contaminated well water, but for many of us. our wells are our
only source of water for household vse. The cause of nitrate pollution in local wells was not
mvestigated, but we fear that it may be related to the operations of the VPF in the area.

Further, in July and Aungust of 2016, a Ukrainian State Environmental Inspection team
found that the VPF s subsidiary fodder production facility violated permit requirements by
failing to properly measure or document air pollution emissions.'*' An inspection of the
Zermoproduct Farm from Auvgust 2015 found viclations of use restrictions on water protection
areas aleng the riverbank, including plowing of land, and improper documentation of the nse of
pesticides.'* We have not been provided with the full report from this visit, but based on the
summary document we have seen, these findings seem to substantiate our fears that MHP may
not be doing everything that is possible, or even required, to limit pollution impacts to our local
environment. '

Lod Water sampling results included m Annesx 9.
L WHO Gandelines for Drmkang-water Chuality, Fowrth Edifion Incorporating the First Addendum (20173, p.
198, avalable at ://apps. who mbinsIristream 1 0663/25463 7119789341 549950 ene. pdffus=1.
Lo See “Nitrate: Health Effects m Drinking Water,” Matwral Resources Comell Cooperative Eaxtension,
avalable at http:/'psep.cee.comeall edu'facts-shdes-self factz'mt-heef-zwi 3 aspx, discussing mitrates " potential to
cause methemoglobmerma or “blue baby diseasza.” as well as the assomaton between mtrates m dinking water and
the presence of other possible contapmnant=, such as bactena or pesticides.
L WHO Gudelines for Dnnking-water Chuality, Fourth Ediion Incorporating the First Addendum (2017), p.
398, avalable at hitp.//apps. who.mt'ins/biistream/1 066525463 771/9789241 549950 eng pdfua=1.
= The WHO states that natorally ccomming levels are usually below 0.2 me]l. WHO Guodshne, 4th Edihon,
p- 313, available at http:Vapps who. mbinsbrtstream/ 1066 32 3463 7/1/9780241 549950 -ene pdfTua=1 . See also,
Tomeological Profile for Ammema, Agency for Towe Substances and Dhsease Remstry, US Department for Health
and Human Services, 2004, Sec. 6.4.2, available at hitps:worw. atsdr.ede. sovtoxprofiles'ipl 26-c6.pdf
w2 WHO Gudeline, 4th Edition. pp. 313, available at

T A ; i o -
L Tomacolegical Profile for Ammoma, Agency for Toxe Substances and Diseasze Begstry, US Department
for Health and Human Services, 2004, Sec. 6.4.2, available at bitp=:/'wrarer atsdr ede sov/toxprofiles'tp ] 26-c6 pdf.
M Letter from [ Osadehuk, Acting Chief, State Environmental Inspection of Ukrame (19 Jan 201 T) atp. 1,
melded m Annex 8. This information was provided m response to an information request sent to the State
Edm'imnmenial In=pectorate m January 2017,

Id

L EIB Completion Eeport, http-/'wwrw. eib.org/infocentre remster/all'81 223755 pdf, mmcluded m Annex 2.
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We fear that potential environmental pollution from VPF operations may lead to health
impacts for local community members. For example, some community members believe that
there has been an increase in rates of cancer and asthma in our villages since the construction of
the VPF, which may be fied to ﬁollution from VPF facilities. or to comulative impacts from the
VPF and other local poliuters.

In addition to potential pollution impacts, we are also concerned that the VPF's heavy
water use has impacted the availability of water resources for community use. Almost
immediately following construction of VPF Phase 1. community members in Olyanyisya began
to notice water levels dropping in their wells. The drop in water level corresponded with MHP s
deliberate dewatering, in 2010, of a local field to lower the water table and prevent flooding
during the construction of its Brigade 6.'* Local community members have raised this issue
several times with MHP and local government representatives.m When this issue was raised
with MHP 1n 2015, the Company responded that according to their data, “the level of
groundwater decreased this year all over Ukramne with some minor exceptions. This process 1s
cyclical and the level of groundwater should increase soon again ™*’ This explanation does not
match community members’ experience. In the more than seven years since the time of the
dewatering, we have not observed water levels in local wells return to previous levels.

Morecver, the water levels in the Ladyzhyn Reservoir and southern Pivdenny Bug River,
which are immediately downstream from MHP's water intake for the entire VPF, have dropped
significantly in recent years, especially in the summer.'** Local communities have raised this
fear a number of times,'** but MHP has not provided informaticn to show that the reduced water
levels in the river are nnrelated to the Project’s water use. Phase 1 of the VPF has been estimated
to use over 3.4 million m® of water per vear, and this estimate does not include the additional
water needs of the Zemnoproduct Farm’s agricultural operations *° According to a Febmary 2016
Momtoring Feport commissioned by the European Bank for Reconstruction and Development
(EBRD), at that time_ no assessments were available regarding the VPF's impacts on sustainable

L /e understand that some studies have shown an apparent link between mereased rates of asthma in noal
sehoolchildren and the prezence of pearby intensive agnenlhwe operations. See, ez, Siguwrdarson, 5. T., and Eline,
J. M., School proximity fo concentrated amimal feeding operations and prevalence gf asthma in siudents, Chest,
129(6) 1486-1491, (2006}, htp=-/waer pebe nlm mb sov/pubmed 16778265 Sara . Bamussen Joan A Casey,
Earen Bandeen-Roche, and Brian 5. Schwartz Proxomity to Ind=ustnal Food Amimal Production and Asthma
Exacerbations in Permeylvama, 2005-2012, 14 Int']l J. Emaron. Bes. Public Health 362 (2017},

htps:/ wrwrer nchi nlm mob sovpme'artie]les PMC 3408363 'pdfyjerph-14-00362 pdf,

e Thes dewatenng 15 described in a half-page environmental impact statement, which claims without further
explanation that “in the process of operating a drammage svstem in the normal meode wath the release of water mio the
water infzke vaponzer, the impact on the spvronment 15 absent.” Statement of Emaronmental Impact, Drainage
Svotam on the tamitory of the construchion of Brigades no. 6 (Sap. 2010), included in Annex 7.

bl Ses, &g, Mmutes of Olyvanyisya Village Council Pubhie Heanng (21 Sep. 2016}, meluded m Annex 8.

7 Black Earth at 24.

b Local people have observed this drop, and it is also reflected in news reports. See “Tepes espail SmsEmR
pEe=E poxe ¥ ogocxosrn Jlamrsemesxa TEC opames qemre 2-2 5 romees 2a mooy” My Vim (31 Aug 2015),
avalable at kttplwrenw mvin com wa 'uanewsremion/ 36843 himl.

b See, e.g., Letter from Olyanytsya commmmnity members to Vinmytsia Broiler Dhrector, Trostvanets
Adrmumstration, Trostvanets Rayon Council and Prosecutor's Office (23 Mar. 2016), included m Armex 4.

b OPIC Supplementary ESLA at 139.
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water vield in the river.!?!

Further, the 2016 State Environmental Inspection team found that a local MHP facility
had violated conditions for special water use permuts by neglecting 1ts annual reporting
requirements on groundwater nse ' Similar concerns have been raised by local communities
living near MHP"s chicken rearing operations in other areas of Ukraine, and in those scenarios,
the Company has been equally reticent to disclose information on its water use and other
potential impacts. !>

The Company has denied any responsibility for reduced water availability or water
poltution,** although they have not provided evidence to support these claims, or any other
documentation regarding the impacts of thewr water use. Without seeing evidence of their water
nse, it 15 not clear how MHP concluded that the reductions of water in our wells are unrelated to
their industrial water use. Nor is it clear how much the Company has looked into this question.
We therefore continue to fear that VPF operations may have impacted our access to water and
that the planned expansion may lead to additional impacts.

In response to our ongoing concerns about water access, MHP has offered to pay for
pipes to connect some villages to a water grid, to aveid the need to rely on existing village wells.
For example, m Olyanytsya, the Company offered to construct a water grid for the village m
return for villagers” support to construct Brigades 43 and 44 on Olyanytsya Village Council land.
Unfortonately, this measure has not provided a true sclution for many residents. While MHP
offered to pay for the construction of public water pipes through the village, it has left each
resident to finance the installation of additional pipes necessary to connect their residence. The
cost of such nstallations, approximately 4000 UAH (around 150 USD) per residence, 1s
prohibitive for some commmunity members. Moreover, we have not been provided information
about the quality of the water from this new source. We understand that water will be sourced
from underground aquifers, but we have no further information to confirm whether this wall
impact water resources in other ways, or whether the quality of water from the new pipes will be
better than our existing well water and safe to drink

= Monitoring Assassment Summary Report, Assessment Subject: MHP Group, WSP Parsons Brinckarhoff
(Feb. 2016), Sec. 4.3, avalable at

bt erererebrd . com'es/Satellite Te=Content Soend=1395 25043 51 87 &d=&pazename=F BRIV Flontent % 2FDormmnl
ozadDocument. The Momtonng Report found it unlikely that the VPF s use of water from the river would create an
issue, gmven the vohume of the river's flow, but 1t 15 unclear whether this assessment took into zccount the reported
reduced water levels of the dowmnstream reservoir and Southern Prvdenny Bug Eiver.

L Letter from . Osadehuk, Acting Chief, State Emvironmental Inspection of Ukrame (19 Jan 201 7) at p. 1,
mclded m Annex 9. This report 15 concermng, but without finther iInformation on MHP's reporting of water use at
the state level. we are unable to determine 1ts signaficance.

= For example, commumities in the Karov Bavon mm Cherkasy Oblast noticed a sigmificant drop m the water
table, and local people have been unable to 1dentify any possible cause for the drop other than the operations of
MHFs poultry brigades nearby. The Myronrvska Poultv Farm, a subsidiary of MHP operating mn the region, had
plannad to belp to idennfy alternative water sources in the area, bat 1t has offered only hmited funds for this
imrfiztrve and soll has mtpmuded information about its actual water impacts. For further information, see
Comments from NECT and CEE Bankwatch Metwork on MHP's Stakeholder Engagement, p. 2-3. included m
Annex 4.

Ll MMimites of Olyanyisya Village Council Public Hearning (21 Sep. 2016), included m Annex §; Black Earth
at 4.
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¢. Emplovment concerns

A mumber of complainants have worked for MHP at some point, and based on those
experiences, we are concerned that the employment conditions at Project facilities fall below
national and international standards for reasonable working conditions. At times, conditions have
even posed a danger to employees’ health and safety. Some workers have also experienced
intimidation or retaliation in connection with concerns they or their family members have raised
about the Project.

Many jobs at MHP involve difficult and demanding work, and some jobs also come with
inherent health and safety risks. We are concerned that MHP is not doing enough to mitigate
these risks and ensure a safe working environment for its employees. For example, one
mechanist reported that MHP provided a synthetic uniform to wear, which presented a fire
hazard during welding activities.|** The same person also reported that in rooms where welding
was taking place, no eye protection was provided for surrounding workers, which cansed them to
experience some vision problems after working around welding activities °° A driver reported
being asked to work two days in a row without any time to sleep in between. This person
reported falling asleep while driving on multiple occasions, luckily without causing any damage
or injury. " A third employee reported that they were given an unreasonably largze workload:
“working for three people”™ and being told that no other employees would be assigned to help, a
sttuation which they believe led to their development of serious pamn in their hands and legs,
which has persisted. 1

At least two workers reported that jobs i the slaughterhouse are paid an unfaurly low
wage considering the challenging nature of the work."*® All of the current and former employees
that were interviewed dunng the preparation of this complaint reported that MHP promised them
certain benefits as part of their employment, but then deducted those benefits from their
wages.'® Employees reported that these deductions included things like the bus fare to ride on
MHP’s worker buses, the cost of employee nniforms and things like soap and shampoo that were
kept at the MHP facility for the use of all workers (a standard fee was deducted from employee
salaries regardless of who actually used these products).!”! The Company also offers chicken
meat as a monthly “bonus”™ to employees with good lSE|==_1'fa:|1'r|.1a.tu::v.=:, but the cost of the meat 15
nevertheless deducted from the employee’s salary.!

Workers have also reported various forms of pressure and intimidation including
apparent retaliation against employees who raise concerns about poor working conditions. For
example, a slanghterhouse employee reported falling ill with pnenmonia after being asked to
work in a very cold room.'® The employee reported that following their illness they requested to

1 Interview with current or former MHP employee #5, Apnl 2018,

] I

I Inferview with current or former MHP emploves #3, Apnl 2018,

b Interview with cwrrent or former MHP enplovee #2, Apnl 2018,

=2 Interviews with cwrant or former MHP emplovess #1 and #2, Apnl 2018,
b Infervdiews with cmrent or former MHP emplovess, Aprl 2018.

¥l Inferview with cwrent or former MHP employes #3, Apnl 2018,

L Inferviews with cmrent or former MHP amployess £2-3, Apnl 2018.

e Infervdiew with current or former MHP emploves #1. Apnl 2018.
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be transferred to another facility. but this request was denied and the Company instead asked
them to leave, explaining that “sick employees are not needed "'* Another employee reported
experiencing pressure from MHP related to a family member who had publicly raised questions
and concerns about the impacts of MHP facilities '™

Local communities believed that the Project would serve as an opportunity to improve
the local economy, in part by providing jobs to local people. While it 1s true that MHP has
become a significant local employer, this has created a situation in which employees are reliant
on MHP for work, making it difficult for workers to advocate for better working conditions or
wages by raising concerns directly with their emplover or “voting with their feet” and leaving
jobs with substandard working conditions.

III.  Claims under the EBRD’s policies
a. EBRD repeatedly mis-categorized its investments as Environmental Category B

EBRD's investments in MHP, and particularly its most recent 2015 and 2017
investments, were improperly identified as Environmental Category B projects. According to the
EBED’s ESP2014 %23 “The EBRD categorises each project to determine the nature and level of
environmental and social investigations, information disclosure and stakeholder engagement
required. This will be commensurate with the nature, locafion, sensitivity and scale of the
project, and the significance of its potential adverse future environmental and social impacts.
Past and present environmental and secial issues and rvisks associated with project-related
existing facilifies will be subject to environmental and social appraisal regardless of the
categorisafion.”

The policy states that “#24. 4 project is categorised 4 when it could result in potentially
significant adverse future environmental and/or social impacts which, at the time of
cafegorisation, cannot readily be identified or assessed, and which, therefore, require a
Sformalised and participatory environmental and social impact assessment process” whereas a
category B project’s “pofential adverse fillure environmental and/or social impacis are hypically
site-specific, and/or readily identified and addressed through mitigation measures.”!

EBRD's most recent investments were intended to support MHP s grain and fodder
production and the uitilisation of wastes from the existing poultry facilities and agricultural
residues to generate biogas, which are integral to the Company’s expansion efforts in rural
?iﬂﬂ}"tsia.l ' The inherent risks of intensive animal rearing_ coupled with the sheer scale of

1ok Id

b Interview with cument or former MHP emploves #3, Apnl 201 8.

i EBRDV'z Environmental and Soctal Pohiey #25

vt PED for the MHP Compaorate Support loan (Project Mo, 47808) says “The launch of the new sova
processing plant will allow MHP to become vertically integrated in relation to fodder production (soy 15 curently
processad externally)”, available at bitpe/'waw ebrd comwork-with-us projects ped ‘mhp-corporate-support-

lozn htwl; PED for MHP Biogas (Project Mo, 49301) states that the Praject “belongs to the Vinmytsia Poultry Farm
Dhvasion of BMHP [...] 15 aimed af uhlhsing wastes from the exasting poultry facihties to generate biogas to be used as
an altematve energy source by usmg state-of-the-art technology”, available at hitp:'warer ebrd com/wrork-wnth-
us/projects psd/mho-biozas himl
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operations concentrated in the overlapping VPF and Zemoproduct Farm and the sensifivity and
significance of environmental and social impacts that have long been raised by local
comununities, media and NGO representatives about MHP s operations, provide more than
adequate reason to consider this a Category A investment.

Intensive animal rearing 15 an inherently risky sector, which an ever-growing number of
studies has linked to significant impacis including pollution of air and groundwater and damage
to biodiversity in local rivers from improper disposal, treatment and use of waste water and
manure '*® These impacts have in turn been linked to health impacts for nearby populations,
mcluding higher incidence of asthma and a variety of pulmonary and nevrobehavioral
impa21.1'.1:1:|:ua-11'rs.1"@I

The massive scale of local Project operations only makes the inherent risks of intensive
poultry rearing all the more probable in this instance. The higher the concentration of poultry in a
given area, the greater the risk that pollutants will be released into the air in quantities high
enongh to be dangerons for local people and the environment. It also increases need for grain and
fodder production, the amount of water needed for cleaning and sanitation purposes and the
amount of waste and waste water produced, each of which comes with environmental nsks that
will intensify accordingly. As discussed above, MHP advertises that the VPF is the largest
poultry farm in all of Europe '™ Its vertically integrated business model means that the VPF, and
its planned expansion, will involve construction of significant additional facilities within a
relatively concentrated geographic area, in a mural setting that has never before experienced this
degree of industrial activity. EBRD’s investments are assisting MHP to double the operations of
the VPF.'™ which will increase its risks and impacts accordingly. Once fully constructed, we
expect that the VPF will:

e Include a total of at least 836 separate chicken houses, positioned 1n at least 22
brigades;! ™ )

¢ Have capacity to house 32 million chickens at a time; ' )

¢ Consume over 6 million cubic meters of water per j-'EﬂI;I *

Lo Sea, e.F., P G‘EI.'bEl’ C. 'me and H. Etem.feld_ Pﬂu{m Prmr:.ran::-:: mfd the Emdronment - a Review, FAQ
(1*3'3'3]' pe- 6. hfip.!/ ' 22 2o
Ses. eg., Sri:m!prmmm to mm‘-mﬂamd animal féadmg operations and prevalence of asthma in
students, Chest, Sigurdarsen, 5. T., and Eline, J. M. (2006), 129(6) 1486-1421, available at

s/ fwwrw.ncbinlm mb pov pubmed 16 TTE265; Proximity to Industrial Food Amimal Production and Asthma
Exacerbations in Pennsylvamia, Sara G. Rammezen Joan A Casev, Karen Bandeen-Foche and Brian 5. Schwrartz
(2017, 2005-2012, 14 Int'l J. Exviron. Fes. Public Health 362,
hitps:/ wrwrwe nebl nlm nib. gov proed arbicles PAWC 540856 3 pdfijerph-14-00362 pdf: Neighbors of vast kog farms sav
j::.n‘ air endangers their health, Lee, ], The New York Times (2003, May 113, amllable at

i arerer mrvtimes com/2003/05/1 1 /'us/nei shbors-of-vast-hog-farms-say-foul-air- 5-their-health html:
Hum Im_paammuﬁum Lmug naar Cﬂ?‘i‘_ﬁﬂﬂd Amimal (Hog) Feeding Opeararions, Kayve H. Eilbum, 2011, available
at wl m N e §

m MHF Website, hitns:/ -‘ww;t.mh:n.{:nmua. en/operations/op-vinnatskaja-phtsefabrka-pag-mkhp (last
accessed: 6 May, 2017

m Phase 2 15 expected to double cwrrent production of the VEF. MHP Annual Report 2017 at 10,

I As each brigade holds at least 1 dmllion brodler places, this nggers a compulsory ELA requirement.

Annex I (17) of the E1A Dhrectrve requires that installafons for the infensive reannz of poultry or pizs with more
than 85 000 places for broilers or 60 000 places for hens must have an EIA
s Calrulated based on standard capacity of existing MHP brigades.
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¢ Produce on the order of 1.5 million tonnes of greenhouse gases per year;!”
# Produce potentially close to & million cubic u:uetem c:uf SEWaZe per year; 78 and
¢ Produce over 411,000 tonnes of manure per year.

MHP has also indicated a need to expand its agriculfural land bank in order to grow
enough crops to supply its expanding chicken operations with sufficient fodder.!”® While some of
the potential pollution impacts from this type of operation may in theory be mitigated throngh
carefinl planning and mnovative management practices, the risk of significant long-term impacts
15 nenetheless high and it may not be immediately clear whether the chosen mitigation measures
are adequate. Further, longstanding wealmesses in MHP s impact assessment and monitoring
practices mean that the Company is valikely to implement such innovative measures. The EBRD
should have categorized its investment accordingly.

The adverse environmental and social impacts aleng the supply cham for the biogas plant
are not site-specific and/or readily identified, and therefore the production of waste at the poultry
rearing facilities as well as other sources of waste for the biogas plant need to be clearly
identified and their impacts assessed and properly mitigated. The same stands for the impacts of
the associated linear infrastructure needed for the biogas plant, which also calls for an integrated
approach to impact assessment and stakeholder engagement. For example, the PSD for the
Biogas Plant project idenfifies that there are road traffic-related nsks representing an 1ssue of
conmumunity concern' ™, however, the impact assessment of the plant did not imclide sufficient
dizcussion on linear iﬂ:&astrm:-nue'm, and moreover, all impacted communities were not included

T OFIC Supplemental ESIA at 139,

1 Thus 15 2 rough estmate. The OPIC Supplementary ESTA reports that MHP estimated Phasze 1 GHG
emssions at 787,870 tonnes m 2015 (Appendix T at sec. 2.4), and we understand that Phase 2 wall double the VPF's
operziions. While the ESIA for the biogas plant claims that 1t will reduce the overall GHG emmszions of the VEF,
thus clamm 1= not well supported m project docunsents and we fear that the plant may even increase overall GHG
emussions, if there are fumtrve losses of methane, or if mamure 1= shll stoved for long periods in the open ar before 1t
enfers the plant, or 1f the comversion mito biogas 15 less efficient than the Company expects.

T _The OPIC Supplemental ESIA states that the wastewater treatment plant has a current capacity to process
11,000 of wastewater per day for Phaze 1, operating 312 davs per vear, mearing 1fs current armual capacity 15
around 3432 million m'vear. MHP is building out an additional treatment ine for Phase 2. (OPIC Supplemental
ESLA at 1)

T Thes number 1= caleulated by multiplying on the estimated 18,722 2 tonnes of manure produced per
brigade per vear by 22 (the estimated total mumber brigades to be constructed). BE. 33 EIA atp. 128,

Lo Sea MHP 2014 Conschdated Fmanmal Statemsents, Dhrector’s Beport at §; MHP 5A 2016 Annual Report,
Thrector’s Report at 28

T The Biogas Plant PSD states: “Foad traffic-related nizks represent an 15:ue of commumty concern. This
was considered by MHP and addressed by incloding a new access road as an addihonal Project comporpent. The new
road 15 dezipned to ensure that the main Project traffic will bypass commmmites. In spite of the bvpazs if 1= expected
Th.atPl‘ﬂjEtt—l‘dﬂ'l‘Bd road traffic will =hll need to use the existing road network. Provizion of assocated nutigation
mezsures and related management planmng are therefore included wathn the ESAP ™

. Id. According to the PSD for the Biogas plant project the ESAP requures post-approval the followang:
Completion of the Emvironmental Impact Asseszment for the CHP facility and extension of the study to mchude
consideration of the hinear elements of the Project; Ensure that the required construction permits are 1 place for
preparatory and construction works on the road and hogas pipeline; Development of a Traffic Management Plan
and implementzhon of measures for vehicle momtoring
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in the consultations'®!. Proper categorisation of the Project by the EBRD would have ensured
both comprehensive assessment and adequate disclosure and public consultations.

Moreover, OPIC classified its potential investment for a similar loan — to fund the
expansion of the VPF —as Category A. This 15 suigmificant, as OPIC’s defimtion of
Environmental Category A 1s close to the EBRD 's: “Category A projects are likely to have
significant adverse environmental and/or social impacts that are irreversible, sensitive, diverse,
or unprecedented. "1*> OPIC s stated rationale for the Category A classification is simply that the
VPF expansion “involves the construction of an installation for the intensive rearing of
poultry.™'* For OPIC. it seems that the significant and diverse risks generally associated with
mtensive poultry rearing were encugh to merit a Category A rating.

b. Basic social and environmental assessment information has not been disclosed

As discussed above, community members have had great difficulty accessing basic
Project information, including environmental assessments, in violation of Performance
Requirement 1. The EBRD should have required MHP to conduct and disclose a comprehensive
ESIA covening all Project operations. Instead, even the piecemeal environmental assessments
that the Company has carried out on individual Project facilities are not easily available to local
affected people. Moreover, the EBED approved the greenfield biogas plant project in December
2017 without comprehensive impact assessment of all the components of the project and
associated linear infrastructure. The EBRD claims this was in line with national requirements.
but it breached of its own Environmental and Social Policy and more stringent EU standards.

1. Ihe EBRI should have required MHP to conduct and disclose a
comprehensive ESL4 covering all Project operations

The EBRI is a signatory to the European Principles for the Environment and therefore
comunitted to promoting the adoption of EU environmental principles, practices and substantive
standards by EBRD-financed projects regardless of their geographical location, 1.e. in non-EU
countries like Ukraine. Furthermore, when Ukraine’s regulations differ from EU substantive
environmental standards, EBRD projects are still expected to meet whichever 15 more

181 Id. The Biogas plant PSD notes that: Formal Project information disclosure was undertaken through public
hearings requred under the national permmttimg process. This included a jomt public hearmg addreszing the
requirements of both the Detalled Tarmitory Flan and the prelimmary EIA of the Biogas Complex EIA held on 2%th
Jane 2017, Parther formal information diselosure will melude the public heanmg of the Project CHP fambity ELA
Project infoomation disclomure provided i the frame of zbove mdicated meetings addressed only the aspects
azsociated with the development of the Biogas Complex facility, Ohverall mformation disclosure pertainmg to all
Project components (inchidms the linear infrastmeture Project elements) and associated overall inmpacts have not
been performed to date.

L QFIC Em.m:ulal and Social Pohey Statement, p. 4, available at

W, r/zrtes defanlt files/'consolidated esps.pdf. The shght language vanation between the two
th:lda.n:L "]J.kﬂl} to have significant” mmpacts rather than “could result in potenfially sipmficant”™ mpacts —
suzpests that OPIC may in fact zet a shghtly gher standard for Catesory A projects than the EBED, making the
EBED's lower categonzanon of the Project that much more difficult to justify.

B OFIC Initial Project Summary, p. 1.
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stringent.'®* This is particularly relevant for MHP, a client that has received generous investment
from EU financiers and exports to a number of EU countries, practically using up the whole
quota for poultry exports under the Deep and Comprehensive Free Trade Agreement under the
broader EU — Ukraine Association Agreement '™

The missing or weak implementation of Ulrainian regulation is another reason why the
EBRD should ensure through its investments the implementation of European standards and best
mternational practices. For example Ukraine adopted m 2015 an Act on by-products of animal
origin to regulate one of the biggest challenges of industrial animal farming — manure
generation, storage and disposal. However, the supporting bylaws and technical requirements are
not yet established, thus leaving the problem without an actual solution '*°

The EBRD’s Environmental and Social Policy and Performance Requirements 1 and 3
additionally specify that “Frogjects involving new facilifies and operations are expected to meet
EU substantive environmental standards or other agreed environmental standards, and nafional
regulatory requirements from the outset.™'¥ This requirement should apply to the latest EBRD
mvestment in 2017, the Biogas Plant project, which is a greenfield project.

The Evropean Commussion published m 2015 the guidance document Implementafion of
definitions of project cafegories of Annex I & II of the EI4 Direcfive, which summarises relevant
experience from the Court of Justice of the EU. The Court has highlighted the difficulties raised
by projects that are subject to multistage consent procedures and has reiterated the need to assess
such projects as a whole. The Court has ruled that the assessment must be of a comprehensive
nafure, so as to relate to all the aspects of a project that have not been assessed or which require a
fresh assessment. In the case law with regard to the EIA Directive, the Court has systematically
stressed that the purpose of the Directive cannot be circumvented by the splitting of projects.
Where several projects, taken together, may have significant effects on the environment within
the meaning of Article2(1) of the EIA Directive, thesr environmental impact should be assessed
as a whole. The court ruled that if 1s necessary to consider projects jointly. in particular where
they are connected, follow on from one ancther, or their environmental effects overlap.
Furthermore, in order to aveid misuse of EU rmles by splitting projects that, when taken together,
are likely to have significant effects on the environment, it is necessary to take into account the
cumulative effect of such projects where they have an objective and chronological link between
them.

In this regard Performance Requirement 1 specifies that “28. The assessment process will
be commensurate with and proportional to the potentfial impacis and issues of the project and
will cover, in an integrated way, all relevant direct and indirect environmental and social
impacts and issues of the project, and the relevant stages of the project cycle (for example,
preconsiruction, construction, operation, and decommissioning or closure and reinstatement). It

- EBRD Envirenmental and Social Policy #7; PR3 #9 adds that Certain projects that, due to their nature and
scale, would be subject to the EU Industnal Enussions Divective and will be required to meet EU Best Avalable
TechquE (BAT) and related enussion and discharge standards, regardless of locaton.

Ses more mformation here: hitp:/ec eropa.en'trade pohicy/counines -and-regions/countries ukramea/
Ll Armka Ecodia, Transihon, 2018, Pobey Paper “How to Bring Ewropean Emvaronmental Standards o
Ukraine’s Livestock Produchon™
L EBED's Epvironmental and Social Pohey #37, as well as PRI #6, PR3 #11.
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may be appropriate for the client fo complement ifs environmental and social assessment with
Sfurther studies focusing on specific visks and impacis, such as climate change, human rights and
gender.”

In line with the EC"s approach and the Court’s rulings regarding the implementation of
the EIA Directive, Performance Fequirement 1 #9 goes on to instruct that environmental and
social assessment should identify associated facilities that are essential to the viability of the
project, as well as comulative impacts “gf the project in combinatfion with impacis from other
relevant pasi, present and reasonably foreseeable developmenis as well as unplanned but
prediciable activifies enabled by the project that may occur later or at a different location.”

The EBED policy includes limited requirements to the client to assess project
alternatives'®®, as the requirements are stronger for category A prl:ujectalﬂg', however, the EIA
Directive Article 5 requires that the developer will provide information on “(d) a description of
the reasonable alternatives siudied by the developer, which ave relevant to the project and its
specific characteristics, and an indicafion of the main reasons for the option chosen, taking info
account the gffects of the project on the environment™.

Last but not least Performance Requirement 1 #23 specifies that a client is recuired to
identify as risks associated with its supply chain_ and especially in cases like MHP, where the
client can exercize control over the supply chain. “the environmental and social assessment
process will also consider whether the primary supply chains central fo the project’s core
operational functions are likely to be associated with environmental and social risks.”

As discussed in the previous section, this Project was clearly likely to generate significant
impacts. The EBED should have recogmized this and required MHP to develop and disclose an
ESIA covering all facilities of both the VPT and Zernoproduct Farm '*

s With regards to Greenhouse Gases PR3, #14: The chent’s environmental and social assessment process
will consider alternatrves and mmplement techmically and financially feazible and cost-effective options to avold or
mmirmse project-related preenhouse gas (GHG) emassions dunmg the design and operation of the project. These
optons mav melude, but are not imted to, alternatve project locations, techniques or processes, adophon of
renewable or low carbon energy sources, sustainable agneultmal, forestry and livestock management practices, the
redu.cuun of fupitive enmssions and the reducfion of gas flanng.

Emaronmental and Social Pobey PR 1 210
L The operations and impacts of the Zemmoproduct Farm and VPF should have been considered together for
the parposes of developme a comprehensre ESIA . The PSD of the 2017 EBED loan states that 1t was provided to
manage chicken manure and other agmeulhoral residues in the Vinnyt=zia repon, which melude both the VPF and
Zemoproduct Farm- hitp:/werw.ebrd. com‘work-wath-us/'projects'psd'mhp-biogas btml Moreover, the operations of
the Zemoproduct Farm and VPF, and thewr soctal and environmental impacts, are so inferconnected that they can
only usefully be viewed as one operation for the purposes of assessing somal and environmental impacts. The
manure produced by VPF chicken brigades 15 currently transported directly to the manwre storage facility m
Hordinvka, which 15 owmed by Zemeproduct Farm, or altermatively deposited on fislds leased by Zemoproduct Farm.
Grams grown on Zemoproduct lands are transferred to a processmg facility near Obvanytsyva, which 15 onned by the
Vimnyisia Poultry Farm Branch Complex for Mamnfactunng Feeds L1.C, a branch office of Vinnytsia Poultry Farm
LLC. Thas processing facility turns the Zemoproduct harvest mto chicken fodder and chicken beddmg, wiach 15 then
used to sustain chickens in the VPF brigades. Somme local MHP fambities, such as a water infake facility that draws
water from the Bug Brver and a water treatment facility, are likely being used to benefit the operations of both
enfifies.
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For example, the main road through Olyanytsya is currently the only logical route
between many of MHP’s slanghterhouse, fodder plant and many chicken brigades on one side
and their manure storage facility in Horduvka on the other. As a result, impacts from heavy
vehicle traffic through Olvanytsya are mextricably linked to the operations of both the VPF and
Zernoproduct Farm MHP’s approach of producing separate environmental assessments for each
facility resulted in these road use impacts being missed entirely. Likewise, pollution impacts can
only be meaningfully understood throvgh an examination of all Project facilities together, to
identify how impacts from each facility may add vp and interact. Again. MHPs approach of
assessing impacts separately for each facility, at the time it 15 constructed, prevents any
comprehensive understanding of pollution impacts.

Absent a comprehensive ESIA, MHP has failed to provide us with relevant information
on the Project’s scope, scale, nsks, impacts and relevant mitigation measures.'*! We are still
uncertain about the exact size and scope of VPF Phase 2 — including basic questions, such as the
final number of chicken brigades that will be included in Phase 2 — even though MHP has been
planming on building out Phase 2 since at least 2010, MHP has never provided us with total
figures for the pollution impacts or resource use of the whole Project, let alone wpdated, forward-
looking information on Phase 2.

In the case of the Biogas plant project there 1s uncertainty about the size and scope of the
project. It is unclear if MHP is intending to build one biogas plant of 10MW or two to three
plants with greater capacity'®. This points to non-compliance with Performance Requirement 1
#7 that “environmental and social assessment process will be based on recent information,
including an accurate description and delineafion of the project and the client’s associated
activities, and social and environmental baseline data af an appropriate level of detail”, as well
as with failure to ensure implementation of EIA Directive Article 5.'%

2. Even if a comprehensive ESL4 was not required, MHP disclosure practices fell
short in numerous other respects

MHP’s disclosure practices have been deficient in a number of other ways as well. Most
notably, MHP has failed to provide easy access to Project documents. The environmental
assessment documents that have been disclosed did not provide adequate information on Project
risks and potential negative impacts, and no documents that we have seen provided any

F The OFIC Supplemental ESIA gives the impression that even the drafters of that document did not have
access to comprebensive mformation on the cummilatrie impacts of the VPE, but were instead forced to estimate total
1mpacts and resource use based on piecemeal fizures provided in separate emvironmental assessment documents for
each facihity, some of whach are themselves no more than calenlated estimates from before a facility was
constucted.

B We recently leamed that MHP is pow considening doubling its size, to produce as much as 24 MW of
power Armex 2 to the Biogas Plant ES[A | available at

hitp://e1a meny zov.uauploads document='3 21 report= 2f] TIM0608 8098 0aec56da3bEI S0BE0 pdf.

F EIA Dhyectoive Arhicle 30 1. The informzhion to be provided by the developer shall melude at least: () 2
descriphion of the project compnsing mformaton on the site, design, size and other relevant features of the project;
(e} a non-technical summary of the information referred to m points (3) to (d) [on project alternatrves);
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information on the EBRD’s environmental and social action plan (ESAP) for this Project, which
we nnderstand was a required condition of the EBRD investments.

EBED clients are expected to deliver Project information to affected communities
recogmsing that “effective commumity engagement. appropriate to the nature and scale of the
project, promotes sound and sustainable environmental and social performance, and can lead to
improved financial social and environmental outcomes, together with enhanced community
benefits. Stakeholder engagement is central to building strong. constructive and responsive
relationships which are essential for the successful management of a project’s environmental and
social impacts and 1ssues. To be effective, stakeholder engagement should be mnitiated at an early
stage of the project cycle. "™

In contrast to the Performance Requirements, the Company typically does not male its
environmental assessments publicly available. and it has an inconsistent record of disclosure to
directly to affected people. On a number of occasions, MHP has failed to provide documents
even in response to a direct request or has advised community members to request them from
public authorities mstead. Local public authorities have been equally unresponsive to requests
for information, leading to frustration and confusion regarding how and where to obtain basic
information about MHP facilities. Further, many of the documents that we have received were
only made available after it was too late to influence the location or design of a given facility,
and leng after the EBRD s investments. For example, the Preliminary EIA for Brigade 43 still
has not been shared with local community members, despite multiple requests. The Preliminary
EIA for Brigade 47 was only disclosed after intervention by MHP s Public Relations and CSE.
Director, who has since left the position. This meant that the document was disclosed many
months after the public hearing on the facility, and only to community members who requested it
persistently multiple times. It 15 still unclear what 1s the scope and size of the new Biogas Plant.
with the EIA process starting after the plant construction 15 well advanced.

When we have managed to obtain environmental assessment documents, these have not
provided enough information to answer our questions about the Project’s risks and negative
impacts. Far from the comprehensive ESIA that community members and our NGO advocates
have requested, MHP's practice has been fo produce piecemeal environmental assessment
documents for each new facility it develops, at the time of development. Many of the
environmental assessment documents we have seen are bnef excerpts of larger documents,
providing little more than a mention of negative risks or impacts, far from the level of detail
needed to allow us a meaningful understanding of the Project and wholly inadeguate to provide
the full scope and amount of information envisioned by Performance Requirement 1. More
recent documents, such as the Preliminary EIAs for Brigade 47 and the ESIAs for the biogas
plant and Brigade 55, are an improvement on these excerpts, but still suffer from sigmificant
gaps, failing to provide a meaningful baseline assessment or a sufficiently detailed analysis of air
pollution impacts, or any assessment of cumulative impacts !>

Further, we have not received any information or updates about the status of MHP's
Environmental and Social Action Plan (“"ESAP”) for EBEI)'s projects. The Biogas plant

B EBERD Environmental and Social Policy, Performance Requirement 10, #1.
B These 13508 are discussed further m the following sections.
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project’s summary provided by the EBRD states that “an ESAP is being developed for the
Project.” however the Bank does not consistently disclose ESAPs and does not require disclosure
for category B projects. MHP has not shared with us locally in Ulrainian or consulted with us
any ESAPs, nor have we received any update from MHP on progress in completing the described
actions.

Az mentioned above, MHP s information disclosure practices have improved somewhat
in the past vear. as have the disclosure practices of government representatives. In particular,
with a new, more robust law governing EIAs in Ulkraine in effect as of December 2017,
environmental assessment documents for foture new constructions will be made publicly
available cn the website of the Ministry of the Environment. However, many local community
members do not have internet access and are not well-informed of the implications of the new
EIA law. so simply posting environmental assessment documents on the Ministry of
Environment’s website is not enough

Moreover, even with these recent changes, affected people still do not have effective
access to information about the full impacts of MHP's local farming operations. The new law
only applies to new constructions and will play ne role in filling existing and past gaps in MHP's
document disclosure. For information about existing and currently under construction facilities,
community members will still have to petition MHP and/or the local government. Forcing
community members to file a request with MHP in order to access basic information about the
impacts of the Company’s operations creates a risk that MHP will use its discretion to decide
when and to whom to release documents. Even if this discretion 15 never abused, forcing affected
people to file a request for information acts as a deterrent for many community members, who
may fear repercussions if such requests are seen as raising questions or seelung information
about the VPF's impacts. We believe that MHP s poor record of information disclosure does not
comport with the requirements of Performance Standard 1.

3, Consultations have not met the requirements of the EBRD Performance
Bequirements, the EIA Directive, the Industrial Emissions Directive and the
Aarhus Convention

MHP’s process of consultation on the development and expansion of the VPF falls short
of the EBRD s policy and Performance Fequirements in many respects. The improper
categorization of MHP projects as Environmental Category B means that improperly lax
standards were applied to the consultation process, which has exacerbated these consultation
viclations.

The EBRD is committed to the principles of transparency, accountability and stakeholder
engagement and the promotion of similar good practices amongst its clients.'*® It requires from
its clients to engage with relevant stakeholders, in proportion to the potential impacts associated
with the project and the level of concern, as stakeholder engagement should be carried out
bearing in mind the spirit and principles of the UNECE Convention on Access to Information,
Public Participation in Decision-Making and Access to Justice in Environmental Matters (the

P EBRD Ervironmental and Social Poliey #1535
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Aarhms Convention).""” The bank’s appraisal requires identification of stakeholders potentially
affected by and/or interested in the projects, followed by disclosure of sufficient information
about the impacts and 1sspes ansing from the projects, consultations with stakeholders in a
meaningful and culturally appropriate manner'™® and opportunity for impacted parties to raise
grievances'™ and look for redress for harm done. Performance Requirement 10 £ 1 specifies that.
to be effective, stakeholder engagement should be mmitiated at an early stage of the project cycle.

MHP’s consultations have consistently lacked prior disclosure of adequate mformation to
allow for meaningfnl participation in discussions about the impacts of VPF facilities and about
necessary avoldance or mitigation measures, in vielation of EBRD policy, EU standards and
Aarlms Convention principles™ Even during meetings, facilitators have not provided necessary
mformation on a facility’s potential risks and negative impacts and have avoided responding to
questions about negative impacts. For example, in the September 2016 consultation meeting
about Brigade 43, an MHP representative provided no substantive response to concerns raised
about the environmental mnpacts of the VPFE, calling these concerns groundless and
unsubstantiated accusations.*®! The overall discussion was imbalanced: village council leaders
controlled the meeting and as a result only one person with questions and comments about
negative impacts was able to speak *** The company representatives responded by publicly
calling that person’s comments “groundless and non-substantiated,” without further
explanation **

Further, consultations have not always been free of manipulation, interference or
intimidation, in viclation of PR 10 #3.°™ As described above, employees have experienced
pressure to vote in favor of a new construction, including receiving enconragement from MHP to
attend community consultation meetings and mmplications that their job may be endangered if
they do not vote in favor of new developments. Non-employees have also experienced pressure
to support MHP project plans, including pressure to remove their names from a petition opposing
the construction of Brigade 47. Employees have reported expeniencing pressure related to fanuily
members voicing negative opinions about MHP s operations. MHP's practice of having only one
consultation meeting per facility, hosted by a lecal village council. amounts to avoidance of ifs

= EBRED Emvironmental and Social Policy #34

B EBED Envronmental and Social Policy on meammzful consultations with stakeholders: #34; FR1 #1, #7;
PE2 #13; PRS &40; PR10 £2, #3, £15-20

L EBERD Environmental and Social Policy, PR2 on labowr grievances; FES #2 on econonue displacement
and livelihood restoration; FR10 #2, #3, #6, #16, £20, #26, #28.

am “Effactive commmnity engagement, appropriate to the natme and scale of the project, promotes sound and
sustainzble emronmental and social performence, and can lead fo improved finaneal secial and envronmental
ountcomes, together with enhanced commumty benefits. Staksholder engagement 1= central to bnlding strong,
constructve and responsive relatonsheps whach are essanfizl for the successful management of a project’s
environmental and sorial mpacts and 15sues. To be effective, stakeholder engagement should be imtiated at am sarly
stage of the project evele.” EBRD} Emvironmental and Social Policy, Performance Requrement 10, para. 1.

1 Mlirmtes of Olyamvtsva Village Council Public Hearing (21 Sep. 2016), p. 12, meluded in Armex 8.

M2 Id

#d Id. This situation directly violates PS 1, G 103, which requves that the client’s representaties “meat
with the Affected Compmmbes and explam the project Information, answer questions and hsten to comments and
suggeshons.”

ot Consultations must “be free of external mampulation. inferference, coercion, or infimidation. ™ P5 1 at para.
30.
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responsibility to consult with local affected people. Moreover. as described above, it has also
effectively excluded many affected people from attending consultations.

MHP’s consultation practices have at fimes fallen below the requirements of Ukrainian
law as well. Up until a new EIA law came mto effect in December 2017, Ukrainian law recuired
developers to first publicly disclose an Announcement of Intent before developing a new
facility. *% The public had to be given an opportunity to comment on that intent, and only after
receiving those comments, the developer was permutted to Euh]ish and allow comments on an
Announcement of Consequences for the new dEVElD]}ﬂlE‘ﬂt.‘M This was the relevant law in effect
for all MHP facilities that have been constructed to date, yet this sequencing was not always
followed. For example, for Brigade 43, comments were mvited on the Annovncement of Intent
and the Announcement of Consequences at the same time. This accelerates the approval timeline
and may diminish the Company’s ability to incorporate input received dunng the public
comument period, contrary to the intention of the law.

These deficient consultation practices are even more egregious in light of the EBRD’'s
miscategonzation of the Project. As discussed above, this Project should have been classified as
Category A, subjecting it to heightened consultation requirements. Specifically, all local people
affected by the Project should have been subject to an informed consultation process.
Consultations should have been held on the entire Project since the time of EBRD's investments
and before. Consultation should have been an iterative process, providing more than one
opportunity for community members to discuss Project plans with the Company, and MHP
should have listened to community members” feedback and incorporated it into relevant aspects
of Project plans, including the development of mitigation measures to reduce impacts for local
people. None of the public hearings we have witnessed have come close to the required informed
and meaningful participation process.

The EBRD has also failed to ensure adequate implementation of the EIA Directive,
specifically of Article 5 (2) (4) (3) and (7). Importantly, in the case of the Biogas Plant the
EBED has not ensured respect for the right of affected people to “be enfitled fo express
comments and opinions when all options are open to the competent authority or authorifies
before the decision on the request for development consent is taken.” Decisions on the Biogas
Plant by the competent authorities, by the EBRD and its client were taken in breach of Article 3
of the EIA Directive, as they did not result from consultations and the stakeholder input gathered
was not duly taken into account in the development consent procedure.

With regards to the Industrial Emissions Directive (EID) the biogas plant PSD mentions
best available technique with regards to waste management. however, it 1s unclear if the EBRD
has assessed compliance with the IED® and relevant BREFs.*® It is worth reminding that

;e Law of Ukramne o ecological expertize.

e Id

“"T Endustrial Emissions Directive hitp:/feur-lex europa enlegzl-

content ENTX T HTML Tan=CELEX-3 201000075 & from=FN

e BEEF on Intensive Reanng of Poultv and Pigs: hitp:erppeb jre.ec.ewropa. ewreference wrpp. himl
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giving the public an eatly opporfunity to participate in the permitting process 1s key to the
meaningful implementation of the Directive in line with the Aarhus Convention

The spirit and substantive provisions of the Aarhus Convention were breached as affected
people were not provided with the opportunity to participate early in the decision-maling
process “when all options are open and effective public participation can take place” (Article 6
#4) and the EBRD client was not encouraged “to identifi the public concerned, to enfer info
discussions, and to provide information regarding the objectives of their application before
applying for a permit” (Article 6 23) or to “ensure that in the decision due account is taken of the
outcome of the public participation” (Article 6 #8).

c. Significant risks and impacts from heavy vehicle traffic were not properly
identified or mitigated

The PSD for the Biogas Plant project states that “Road traffic-related risks represent an
issue aof community concern. This was considered by MHF and addressed by including a new
aecess road as an additional Project component. The new road is designed fo ensure that the
main Praject fraffic will bypass communities. In spite of the bypass it is expected that Projeci-
related road traffic will still nead to use the existing road network. Provision of associated
mitigation measuves and related management planning are therefore included within the ESAP.”

As discussed above, the permit of the authorities, the investment decision by the EBRD,
as well as the client’s decision to proceed with the construction of the Biogas plant were not
based on clear information about the parameters of the project (10MW or more) and lacking
assessment of alternatives (location, size) and potential negative impacts of the biogas plant, the
linear infrastrocture, the wider VPF phase 2 Project and cumnulative impacts (nearby thermal
power plant and ash disposal site). A new ESIA was recently initiated when the biogas
construction was well underway and it 1s not clear how this assessment and the input from the
affected communities will make any difference to the above decisions. For example, selecting a
better location for the plant and thus new supply routes 15 no longer possible. Furthermore, as it
was also peinted out, MHP does not disclose ESAPs in Ukrainian and does not meaningfully
consolt them with us. Consultations wspally do not provide for discussion of negative impacts or
related mitigation measures.

'e believe that local road use by Project-related heavy vehicles has led to impacts that
were not propetly assessed and identified in the Project’s environmental assessment documents,
in violation of Performance Requirements 1, 3, 4 and 10°'? as well as the EIA Directive. As a
result, we believe that the EBED has not required. and the Company has not developed,
appropriate measures to avoid or mitigate those impacts.”!! As discussed above, MHP has
disclosed only limited information about the risks and negative impacts of Project operations,
making it difficult to know exactly how tlis assessment and impact management process has

A EID preamble #27 on Aarhns Conventon and Article 24 on Access to information and public partcipation
1 the permt procedure

ns EBED Envuonmental and Social Policy PR 1#7, 8, %; PR3 #6, 14; PE. 4 %2, 29-30; PR10#1.2.4, 5-7, 9-
10.

ol EBRD Environmental and Social Poliey #31 but also #6_#10, #25 £29: PR 4 £2 £18.30
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been conducted internally. However. even the few measures to lessen heavy vehicle impacts that
have been promised to local community members have not been carried out as planned. As a
result, impacts from MHP's heavy vehicle road use persist.

As described above, MHP's heavy vehicle traffic —transport of live and dead chickens,
chicken fodder, mamure and other waste products, and workers” buses —has drastically mcreased
overall heavy vehicle traffic on local roadways. This has led to a range of impacts for local
residents, incluoding property damage. safety concerns, foul edors, noise and dust pollution.
These impacts have been particularly severe on the main road through Olyanytsya, which has for
years served as a major artery for transportation to, from and between many key Project
facilities, and they remain unaddressed despite repeated promises by MHP, dating back to 2010,
that 1t would build a bypass road.

Local roads and buildings were built long before MHP began its cperations in the region,
and before anyone had reason to foresee the type of heavy vehicle traffic that has contimuously
inundated the village since the armval of MHP, so it stands to reason that they were not built to
withstand MHP’s heavy road use. This does not relieve MHP from responsibility for mitigating
the foreseeable impacts of its operations. While Olyanytsya 1s a particularly severe example,
people in other communities also feel the impacts from MHP heavy vehicle traffic and fear that
these impacts will worsen as the Company doubles VPF operations through the development of
Phase 2.

The significant impacts on local roads and infrastructure from heavy vehicle traffic
should have been identified in environmental assessment documents. Measures like the planned
bypass road arcund Olyanytsya and additional road safety measures should have been identified
as necessary to relieve road dust, pollution and odor impacts, as well as safety risks.*!* These
measures should have been treated as a requirement of the EBRD's financing and included mn the
Project ESAP. The EBRD should have followed up with the Company to ensure that such
measures were implemented in a timely manner, or that the Company developed alternative
solutions to address these impacts. MHP shonld not have proceeded with development of new
Project facilities that will aggravate these road-related impacts for Olyanytsya residents until
after the planned bypass road, or a similar measure to avoid or mitigate impacts from heavy
vehicle traffic. was m place.

Despite extreme delays in its construction, residents in Olyanytsya continue to believe
that the planned bypass read will serve as an effective measure to avoid or mitigate future traffic-
related impacts > MHP should complete the bypass road immediately, communicate directly
with community members and the public about its progress, and compensate for the damages and
inconvenience cansed by the years-long delay in constructing this critical mitigation measuse 4
MHP should likewise proactively address impacts from heavy velucle traffic in other local
villages. Environmental impact assessments should be updated to include road-related impacts,

313 Such measures are required by the EBRED Emvironmental and Social Policy PR 1 #1, #7-9 and PR 4 #29-
30

33 Completing the bypass road n the shortest possible time was also a recommendation of the Movember
2016 Foad Commassion report (see Commmssion report at 2), meluded m Annex 8,

4 Ses Section V for 2 more complete explanation of proposed actions to resolve this complaimt.
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and lenders should actively monttor and supervise the Company’s efforts to address these
impacts.

d. We fear that MHP’s operations have reduced or will reduce our access to water,
without adeguate identification, mitigation or monitoring

As discussed above, community members fear that MHP s operations and 1ts extensive
water use have caused or will canse water levels in residents’ wells to drop and have or will
contribute to reduced downstream flow in the Pivdenny Bug River. Phase 1 of the VPF has been
estimated to use over 3.4 million m° of water per vear, and this estimate does not include the
additional water needs of the Zemoproduct Farm's agricultural operations.** The VPF Phase 2
has been estimated to add another 2.6 million m° of water use per vear.”!® Yet, despite the
Company’s high water needs, this 15 not an impact that was identified or adequately discussed m
environmental assessment documents, in violation of Performance Requirement 1.

Additionally, Performance Fequirement 3 (#1) recognises that that increased economic
activity can generate increased levels of pollution to water and consumption of finite resources in
a manner that may threaten local people. Therefore PR3 requires the EBRD clients to adopt
measures for minimmsing its consumption and improving efficiency i its vse of water and other
resources, as " the kay focus will be on activities that are considered the project’s core finctions,
but similar opportunities in the client’s other business activities that are not part of the project
will alse be considered. ™" Moreover the EBRD client is required to consider the potential
cumulative impacts of water abstraction npon third party users, to assess the impacts of its
activities on the water supply to third parties, to demonstrate that its proposed water supply will
not have adverse impacts on the water resources crucial to third parties, and as part of the its
environmental assessment process to identify and implement appropriate mitigation measures
that favour the prevention or avoidance of risks and impacts over minimisation and reduction in
line with the mitigation hierarchy approach and GIP *1*

Communities fear that MHP has not effectively undertaken such water conservation
measures and that its operations may be at least partly responsible for the reduced water
availability experienced by many community members. Given that the VPF Phases | and 2 are
estimated to need more than 6 million m® of water per year.”™ in addition to the water needs to
the Zemnoproduct Farm, this Project should have been 1dentified as a significant water user. In
line with the requirements of PR. 3 #18 for projects with water demand greater than 5,000
m3/day, a detailed water balance should have been developed, maintained and reported annually
to the EBRD. The bank should have actively supervised the Project to ensure that MHP assessed
local water availability and sustainable yields and tracked its impacts on niver flow and
groundwater resources, including its cunmlative impacts from all expansions **® Had the EBRD

N&

s OPIC Supplementary ESIA at p. 139
Id

nr EBED Environmental and Social Poliey, PES #6

nE EBED Environmental ard Socal Poliey, PES £19

1 OPIC Supplemeantary ESIA atp. 139

i Such tracking would have been m hine with recommendations m the EBRD s 2016 momtoring report.
Momtoring Aszes=ment Summary Report, Aszes=ment Subject: MHP Group, WSP Parsons Brinckerhoff (Fab.
2016), Sec. 3.3, available at
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been properly supervising this sifuation, 1t would have been able to identify if MHP s local water
use 15 contributing to significant impacts on local water resources, at which point the EBRD
should have directed the Company to implement necessary mitigation measures imumediately,
cluding considering alternative locations for new Project facilities that will not cause additional
strain on the same local water resources. Instead it appears, based on information currently
available to us, that no one knows the extent to which MHP’s water use is affecting local water
TESOUICEs.

While MHP has taken some action to address the real or potential impacts of its water
consumption on local residents, for example by offering to provide main water hook-ups to some
towns, these imitiatives cannot be considered an effective mitigation measure. MHP has
approached these initiatives as a voluntary commmunity benefit projects, and as a result has not
designed the initiatives to ensure access to the most vulnerable users or those most likely to be
umpacted by MHP's activities. Additional resources would be needed to connect water lines up
to the homes of all impacted or potentially impacted residents before this measure can address
potential water impacts on local residents. Moreover, even if MHP were to take additional action
to connect each individual house to the main water line, this measure would still not be enough
on its own to address all potential impacts to community water supply from MHP’s operations.
The mitigation hierarchy discussed in Performance Requirement 1, and the lunits on water use
required by Performance Requirement 3, dictate that the Company must first attempt to avoid or
reduce its water use before it turns to other mitigation measures, such as providing alternative
methods of water access for local residents.

€. We fear that MHP's operations have polluted or will unreasonably and
unnecessarily pollute our local environment, which may lead to health impacts

We fear that MHP’s operations in the area have caused or will cause pollution to our soil,
groundwater and air. in violation of Performance Requirements 3 and 4. Specifically, we fear
that the long-term storage of large quantities of manure on agricultural fields in the open awr, and
the use of a manure storage facility that does not have a roof or walls on all sides, causes
vareasonably high emissions to our air, soil and groundwater. We are also concerned that MHP's
use of pesticides on local crop lands. its application of used water from poultry brigades to
urigate croplands. as well as the disposal of treated wastewater in the Pivdenny Bug River, may
lead to unknown pollution impacts. We fear that the rearing, slanghter and processing of muillions
of chickens near our villages also contributes to air pellution and that the total awr pollution
impacts from all Project operations may currently, or in the future, exceed health standards.

1. Itis not clear that MHP has implemented all necessary mitigation measures

Performance Requirement 3 requires that EBRD clients identify, assess and apply
technically and financially feasible and cost-effective pollution prevention and control
techniques that are best suited to avoid or minimise adverse impacts on human health and the
environment, as measures for the prevention or aveidance of nsks and impacts will be favoured
over measures for minimisation and reduction, in line with the mitigation hierarchy approach and

http:/wrarer ebrd. com/es/Satellite T e=Content Sond=1395 2504351 87 d=&pagename=FBRTF o 2 FContent?s 2 F Diowml
oadDocument.
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consistent with GIP ! Given the information disclosure challenges discussed above, we do not
have full information on the anticipated or actual pollution impacts of MHP's operations. The
EBRD claims that “MHFP Group's facilifies were generally operating to a level consistent with
natfional and EU standards for environment, occupational health and safety, animal welfare and
bio security™™* but based on our own experience and observations and the information that has
been disclosed, we remain concerned that MHP has not implemented standard practices needed
to protect the local environment and safeguard the health of local people.

The Company’s operations involve storing large quantities of chicken manure for
extended periods of time and eventually applying the manure directly onto Company-controlled
fields as fertilizer. These activities naturally carry nisks of environmental pollution and foul
odors, which is why the European Unions Best Available Techniques include measures such as
reducing the ratio of the manwre heap surface and volume, covering the manure heap. storing it
in a barn, reducing the transportation of manure etc.*> ***2%The Furopean Union's best
available techmiquesBAT decision lists as the last and least preferable technique for manure
storage: “store the manure in a field heap placed away from surface and/or underground
watercourses which liquid run-off might enter.”" It recommends that manure be stacked on
fields prior to land spreading for not more than “a few days or several weeks. ™ The World
Banlk's EHS Guidelines further recommend that manure piles can be covered with a geotextile
material to help reduce dust and odor impacts 2%

MHP’s manure storage facility does not have a roof or other covering overhead, nor 1s 1t

i EBRD Emronmental and Social Pobcy, PES #8

= EBRD F5D for the MHP Corporate Support Loan: hitp:/wewrwr.ebrdcomwork-with-us projects'psd ‘mbp-
corporate-support-loan himl

i COMMISSION IMPLEMENTING DECISION (ELT) 20177302, of 15 Febmuary 2017, estabhishing best
available techmiques (BAT) conchisions, under Directive 2010/75EU of the Fwropean Parliament and of the
Couneml, for the intensive rearing of poulty or pigs (notified under document C(2017) 688} bitpe/Veur-

lex europa eulegal -content ENTH T HTML Man=CEL EX-3201TD03 02 & from=FN

i Vorld Bank Environmental, Health and Safety Guadelines for Poultry Producton, World Bank Group (30
Apr 2007, p. 3, avalable at hitp:ererwife ors'wps'wemd'connect 26baafl04 886581 fhd 3 eff6a651 bkl 8 Final*e 2B -
%e2BPoultv¥e2BFroduction pdf TMOD=ATPERES.

i Vorld Bank Environmental, Health and Safety Gudelines for Poultry Producton, World Bank Group (30
Apr 2007y, p. 4, &, avalable at

http:/ e ife. orgwps'wem/cormect 2 6baa fI048 8658 1 fbd Jaff6a6 51 5bb] 8/ Final% 2B -

%2BPoultv¥e 2 BFroduction pdf TMOD=ATFERES.

i Ibid For exangple, the European Umon has estabhizhed siomlar standards m its establhished best available
techmiques. See BAT CONCLUSIONS FOR THE INTENSIVE REARING OF POULTEY OF PIGS,
CONMMISSION IMPLEMENTING DECISION (ELT) 2017302 (15 Feb 2017), BAT 13-15, avalable at hitp://ean-
lex.ewropa.enlesal -content ENTHT PDF Tan=CELEX:3 201 TD0302 Sfrom=EM.

= Id. While this may provide support for MHP's practice of heaping manure m fields for long time penods,
1t 15 pot clear m ths case whether MHP completed the necessary assessments of groundwater resources to be abls to
safely place these beaps. Moreover, the EHS Guidelines contain no such provision.

i BAT CONCLUSIONS FOR THE INTEMSIVE REARIMNG OF POULTEY OF PIGS, COMMISSION
IVMPLEMENTING DECISION (EUY 2017302 (15 Feb. 2017), BAT 15, sec. 5.4.5, available at http: Vewr-

lex ewropa enlesal -content EMTHT PDE Tun=CELEN-3201 TD0302 Sfrom=EN.

= Vorld Bank Environmental, Health and Safety Guadelines for Poultry Production, World Bank Group (30
Apr 2007, p. 7, avalable at bitp:'aeow.ife ors'wps'wemdconnect 26baaflI04 886581 fbd 3effi6ab5 ] 5bb] 8 Final *a 26 -
%2BPoulbv¥ BProduction pdf TMOD=ATPERES.
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walled on all sides. Absent a full enclosure, the facility does not appear to have the capacity to
control the temperature or humidity of manure, which can lead to unnecessary awr emussions and
odors.

Further, local residents have witnessed manure piles stored in fields for months at a time.
When asked about its manure storage practices m the context of another large farm MHP has
explained that it places a laver of straw or wood shavings under manure before placing the
manure in open fields, and it believes this measure to be adequate to address pollution
concerns. " The OPIC Supplemental ESIA reports that manure 15 stored 1n fields for “up to two
months before spreading™ and that its location takes into account “proximity to water courses.”=!
However, local residents have witnessed manure piles stored in fields for much longer, ™ and to
our knowledge groundwater resources have not been fully assessed to determine exactly how
close manure piles are in relation to groundwater aquifers relied on by local communities =

An additicnal concern is the lack of barrier between many poultry brigades and local
residences. While MHP does in most cases ensure a sanitary protection zone of at least 1200
meters between its poultry brigades or other facilities and local residences, these empty zones do
not provide as much protection for MHP's residential neighbors as would a “patural barrier”™ of
dense trees or shrubs *** Natural barriers are required under Ukrainian law and recommended by
the European Union’s best available technigues for intensive poultry rearing. ©*° This matter has
been raised many times by local residents dating back to the construction of the VPF Phase 1 in
2010 and 2011, but such natural barriers have still not been constructed near local brigades that
were the subject of those requests.

Likewise, it 15 unclear to us whether MHP is following best practices for pesticide use
and management. As discussed above, community members have witnessed MHP s use of
pesticides near residences without prior warning, which we fear may pose potential health nisks.
Performance Requirement 3 dictates that chemucal pesticides should only be applied as a last
resort, % but because MHP has not shared its pesticide management plan with us, we do not
know whether it is following this requirement, what type of pesticide i 1s using. or what its

o MHP in-line responses to 1ssues raised m letter from CEE Bankwatch Metwork (26 Jul. 2017). Thas letter
and MHP's comments were in relafion to the Company’s operations 1 the Cherkasv remon of Ukrame.
=l OPIC Supplementary ESTA at 124
= For example, commumty members and N0 reprezentatives observed the same pile of mamure on a field
near Olyanyizva from August 2016 through March 2017,
= A 2016 EBED Momtormz Feport recommended that MHP undertake “z robust asseszment of water
avalalihity and sustzmabality vields across the Vinnytsia repron.” Momtormg Asseszment Summizry Beport,
Aszsessment Subject: MHF Group, W5P Parsons Branckerhoff (Feb. 2016), Sec. 5.3, avalable at
bt wrererebrd . comi'es/Satellite Ye=Content &e1d=13 352504251 87 &d=&pasename=F BRD %  Flontent®s 2 FDowml
oadDocument. It 15 not clear whether this assessment was ever camed out.
= Addihonally, MHP has at times elicited excephions to the 1200 m sanitary protection zone requrement and
placed 1tz brizades clozer to residental buldings. Ses, & g, Emnronmentzl Impact Asseszment for Bngade 53,
"Spekir Separate division of PTSC MHP (2018, mn:hldad m Annex 7.

Section 3.13 of the State Sanitary Regulations, the rules and regulations of the Mim=ty of Education and
Scrence of Ukraine, and the buildmg of the Mimsiry of Health, 19.06.56 Mo 173; BAT CONCLUSIONS FOR THE
INTEMSIVE EEARING OF POULTEY OR PIGS, COMMISSION DMPLEMENTING DECISION (EU) 2017302
(15 Feb. 2017), BAT 13{c). avalable at http-'eur-lex eurcpa.enlegal-
contept ENTHT/PDE Tun=CELEX-3 201 7TD03 02& from=FMN.
e EBED Emvirenmental and Social Policy PR 3 # 23-27
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environmental and health risks may be. While EBRD project summary documents do not
mention pesticides, the IFC ESAP for this Project called for MHP to update its policy and
procedures to aveid use of products that fall under Class I (moderately hazardous) of the WHO
Recommended Classification of Pesticides 7 However, that ESAP does not appear to have been
updated since the IFC approved its investment. and we are vnaware of any publicly available
monitoring reports that cover this issue. Further, as discussed above, in the excerpted information
we have been able to access from state inspections of MHP facilities, there is a reference to a
violation of pesticide monitoring requirements.

We fear that by fatling to apply necessary avoidance and mitigation measures, MHP's
operations cause vnnecessary pellution to local aw, water and land.

2. Feared risk of water-related diseases

We are concerned that MHP’s cperations may be reducing groundwater quality in the
area, with potential detnmental impacts on owr health. Performance Fequirement 1 requires
EBED clients to establish environmental and social management systems and
plans “**Additionally, Performance Requirement 4 requires EBRD clients to avoid or minimize
any potential for community exposure to diseases >

Despite these requirements, we are not aware of any regular testing of the quality of local
groundwater surronnding MHP facilities and MHP-operated agricultural fields. Instead, water
monitoring appears to have been conducted on a cne-off basis, as requested by local government
administrations, and local people do not always have access to the results of such testing **

Even if groundwater is in fact being monitored regularly, we fear that MHP has not taken
adeguate steps to respond to pollution. We fear that MHP's poor manure storage practices and
other polluting aspects of its operations. such as its pesticide use, may be negatively impacting
groundwater or may do so in the future. As discussed above, some public wells in our
comunnity have been found to contain e. coli and dangerously high nitrate levels. The caunse of
these water problems has not been investigated, and we fear that MHP’s operations may be
responsible. at least in part. for this poor water quality, especially given the known relationship
between large-scale poultry farming and these types of water pollution.

To provide a specific example, in Olyanytsya, local well water was only subject to state
mspection once in 2016, following a specific request that was prompted by the concerns of local
villagers. To our knowledge, this was a one-off assessment and the well water in Olyanytsya has
not been subject to any further testing since, despite the trovbling results of the 2016 tests, which
are described above. Without sufficiently detailed and reliable data, 1f 15 difficult to understand
how the EBRD can have met its obligations to monitor and measure the effectiveness of MHP s
pollution management program, or its compliance with relevant standards.

o7 “B5 3: Resowee Effimency and Pollotion Prevention ™ IFC Project 34041 ESAP.

= EBED Emironmental and Social Pohew PR 1 £15-20.

o EBED Environmental and Social Policy PR 4#9, #11, #33-34

For example, residents of Zaozeme are aware of recent testmg of well water quality, but have not been
permtied to see the results.
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3. Fear that Project operations have caused or will canse air pollution te exceed
international health standards, witheut adequate monitoring

We fear that the Project’s environmental monitoring practices are not adequate to ensure
emissions stay within healthy levels. Neither the EIAs produced for local MHP operations nor
Ukrainian state environmental inspections have produced adequate data to enable meanmgful
monitoring of the Project’s air pollution impacts or ensure that the air quality surrounding MHP
brigades 15 within healthy levels. This 15 1n violation of Performance FRequirement 1, which
requires EBRD clients to establish procedures to monitor the environmental and social
performance of the project, in crder to determine whether the project 1s being implemented in
accordance with the PEs and learn lessons, allocate resources and identify opportunities for
contimuons imprmfemmt.m

Nonetheless, in the environmental assessments we have seen for individual Project
facilities, information on air quality is inadequate to deternune the health-related impacts from
Project pollution. The recent EIA disclosed by the Ulkrainian Ministry of Environment for
Brigade 55 15 a pertinent example. To date, this 15 the longest and most comprehensive
environmental assessment that has been publicly disclosed for any of the Project’s poultry
brigades. The assessment includes information on the maximum concentrations of total
suspended particulate (TSP) expected to be produced at the planned site of Brigade 55 and at the
edge of the sanitary protection zone,** but it does not provide information on the prevalence of
smaller particles — PM 10 or PM 2.5. TSP 1s an outdated measure of health risks from particulate
matter, whereas the more focused measures of PM 2.3 and PM 10 are the best indicators of
health risks from dust, which are specifically linked to exposure to these finer dust particles **
Moreover, the predicted TSP levels at the edge of the samitary protection zone are high enough
that it seems entirely possible, and even likely, that PM 2.5 levels will be higher than
recommended levels, and high enough to canse health impacts. For example, the EIA indicates
that at the edge of village of Vasylivka expected TSP levels would reach 362 p g-"mﬂ.]‘H The
World Health Organization’s Ambient Awr Quality Guideline Value for exposure to PM 2.5 on
an annual average basis is 10 ng/m3.** and we understand that while the ratio of TSP to PM 2.5
can vary widely, average associations between the two may place PM 2.5 levels well above that
safe standard. ™

=l FBRT) Emvironmental and Social Poliey PR 1 #24-30

" Brngade 35 EIA at Sec. 5.1.3.,p. 99

e See WHO Aw quality puidehines for parhiculate matter, ozone, nitrogen dicxide and sulfur diosade: Global
Update 2005, World Health Orgamizztion (2003), p. 9-10, available at

bitp:'apps.who int'mis bitstream handle' 1 0865/63477WHO SDE FHE OEH 6.0 enzpdffsequence=1
(explaming that FA 10 and PM 2 4 parficles are small enough to enter the respuratory tract and these are the types of
particulate matter considered to confnbute to health effects. This publication also discusses the link that has been
shown between long-term exposure to PM 2.5 and mortality).

“‘1 The ESIA mdicates that TSP levels at the edze of the samtary protechion zone near Vasylivka s 0.7375 of
the mammmm allowabls concentraton, which 1s 0.5 mg/m3. Bngade 53 EIA at Sec. 513 p. 99,

e WHO Air quality sudelines, p. 9.

s See The Relationship Ameng TEP, PM,, PM: - and Inerganic Constituents of Atmezpheric Participate
Matter at Multiple Canadian Locations, Jeffrey B Brock , Tom F. Dann & Fachard T. Bumeit Jowmnal of the Awr &
Waste Management Association, 47:1 (1997), 2-19, DOL: 10.1080/10473289. 19587 10464407, avaulable
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Air quality monitoring by the Tulchyn branch laberatory of the Ministry of Health has
suffered from the same lack of specificity. The monitoring results we have seen do not provide
separate measurements for PM 2.5 or FM 10, instead relying on TSP as the only quantitative dust
measurement. ™’ Once again, the measurements are high enough that it is seems possible, and
maybe even likely. that dust particles in the air have already reached a level high enough to
impact human health. particularly in circumstances of prolonged exposure. **® Further, the
methodology used to arrive at these monitoring results 1s not clear. The documents disclosed to
vs do not indicate whether they are the result of multiple readings over a period of time. taken at
different times of day and in varying wind conditions, or if each figure is based on a single
reading.

Taken together, these problems call into question whether the Project’s air pollution
impacts are being adequately monitored, and we fear that the Project’s emissions may caunse or
may already have begun to cause, negative health impacts in our communities.

4. Fear that MHP has not adequately assessed GHG emissions

We fear that MHP's measures to assess GHG emuissions are not adequate. Performance
Requirement 3 requires EBRD clients to implement :m;,-' feasible measures to reduce GHG
emissions during the desizn and operation of a project.** For all projects that produce more than
25,000 tonnes of CO2- equivalent anmmally, the client must quantify emussions annually i
accordance with EBRD Methodology for Assessment of Greenhouse Gas Emissions and
reported to the EBED. The scope of GHG assessment should include all direct emissions from
the client’s facilities, activities and operations that are part of the project or system, as well as
indirect emissions associated with the production of energy used by the ijed_lsr."

MHP should have assessed the cumulative GHG enussions of all VPF and Zernoproduct
Farm facilities, including emissions related to the storage and spreading of manure as fertilizer.
The PSD for the Biogas project reports that according to enussions calculation performed by
MHP, it 1s expected that the project will be associated with GHG emission reduction of
approximately 85500 tonnes of CO2 equivalent yearly™ . However, as discussed above, no
comprehensive assessment of environmental and climate impacts related to EBRID's investment
has been publicly disclosed by either the EBRD or MHP. Even the 2016 OPIC Supplemental
ESIA. which attempts to quantify the total impacts of the Phase 2 expansion of the VPF,
provides no current estimate of total GHG enmussions for MHP s operations in the region. Instead,

at hitps:'ererwr tandfonline comdoapd €10, 108010473385, 1997.1 0464407 showing that on average across a large
sample sat of locations, PM 2.5 made up approximately 25% of TSP.

T Included in Annex 9.

e The WH sets a different 51 zmficanthy lower recommended standard of exposure to particulate matter in
the case of prolonged exposure, compared to short-term exposwre. It justifies this wath reference to multiple studies
that have demonstrated “robust associations™ between long-term exposuwre to PM2.5 and mortality. WHO A quality
gudehinesat 5-10.

e EBRED Emvironmental and Social Policy PRS 24, #14-15.

= EBED Emironmental and Social Pobicy FES £#13

Bl Project Summary Document for MHP Biogas plant (Project No. 49301), available at

bty aranar ebrd com'work-wath-us‘orojects'psd 'mhp-hosas himl,
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it notes that in 2015, MHP benchmarked GHG emissions of the VPF and reported enissions of
787.870 tonnes of CO2 equivalent.”” The document recommends that MHP should calculate a
GHG inventory using actual data, not estimates, and should monitor and report this information
on an annual basis, to allow for benchmarking of actual emissions against international
standards > We understand that manure produced by VPF chicken houses is immediately sent to
Zemnoproduct Farm for storage and treatment. It 15 therefore unclear whether the GHG emussions
from stored manure were included 1n the Company’s 2015 VPF GHG benchmarking exercise.

Further, the claim that the biogas plant will significantly reduce GHG emissions is not
well supported and we fear that the plant may even increase overall GHG emissions, if there are
fugitive losses of methane, or if manure 15 still stored for long periods in the open air before it
enters the plant, or if the conversion into biogas 1s less efficient than the Company expects. As
the biogas plant ESIA makes clear, the air emissions from the biogas plant are significant
(estimated as 2,102 tonnes per year of methane 4.157 t/year of ammeonia and 2 4883 t/year of
hydrogen sulfide) and any claim of reduced overall GHG emissions requires further
substantiation and context *

The EBRD should have required an inif1al ESIA that ncluded actual GHG enussions
numbers for the whole VPF and the local operations of Zemoproduct Farm. in addition to annual
monitoring and reporting on actoal GHG emissions data since the time of its investment. Any
weaknesses in the Company’s assessment and monitoring of GHG enussions will be particularly
relevant as the planned biogas plant comes into operation, 1 order to provide context for the
claimed “significant reduction in GHG emissions™" resulting from the Biogas plant >5%7

f The disclosed environmental assessment documents do not include necessary
baseline data

% OFIC Supplemental ESTA. Appendix C: Best Avalable Techmques, Secton 2.4.

253 OPIC Supplemental ESIA at 101,

- Prelimmary EIA for Biogas Plant at sec. 6.1.2.

3 Project Summary Document for MHP Biogas plant (Project Mo. 49301), section on Transition Impact,

available at hitp:'wrawebrd . com/'work -wath-us orojects' osd mho-biseas himl,

1% Prelimmary Emvironmental Impact Assessment. Mew constaction for the processing of orgame
agneultural waste and biomass of plant and ammal ungm into biogas (Jun. 2017}, sec. 6.1.2, inchided m Annex 7.
Thas claim of sigmficantly reduced GHEG enus=sions 15 not well supported and we fear that ﬂ:& plant may even
imerease overall GHG emmszions, if theve are fugitive losses of methane or if mamre 1= sall stored for long penods
1o the open air before 1t enters the plant ot if the conversion into biogas 15 less efficient than the Company expects.
A= the ESIA mzkes clear, the awr emussions from the iopas plant are sipgmficant {estimated to equal 2,102 tonnes per
vear of methane, 4.157 t'vear of apunoma and 2 4883 t'yvear of hydrogen sulfide) and any clam of reduced overall
GHEreszslunsmqmres further substzntiation and context. PrelmnarVEIAforEmga_aleta.t;ec 6.1.2

¥ The awr emmssions from the biogas plant are estimated to equal 2,102 tonnes per year of methane, 4.157
t'vear of ammoniz and 2 4883 tvear nflwdmgen sulfide. Biogas Plant ESIA at sec. 6.1.2. The total air emuszions
methane amount (for & cycles’vear) from open-ar storage of manure from poulty brgades equals to 1789 4 thyear,
ammonia and ammonium sulfate — 1,636 and 0,520 tons per vear accordingly. Prelmunzrv EIA for the biogas plant
(un. 2017}, sec. 6.1.2, mehoded in Anmex 7. While the ESLA for the biogas plant claims that 1t wall reduce the
ovarzll GHG emizsions of the VPF, thus clamm 1= pot well supported in project documents and we fear that the plant
mav even ncrease overall GHG emussions, if there are fumitive losses of methane, or 1f mamuwe 15 sl stored for
lomg penods n the open aw before 1t enters the plant, or if the conversion info biogas 15 less efficient than the
Company expects.
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We are concerned that Project baseline data is not sufficiently detailed to form the basis
of an accurate umpact assessment. Performance Requirement 1 requires that the process of
identifying a project’s nisks and impacts must be based on “on recent information, including an
accurate description and delineation of the project and the client’s associated activifies, and
social and environmental baseline data at an apprepriate level of detail "*** Performance
Requirement 3 further specifies that a client must consider the project’s geographical location
and local ambient environmental conditions in order to address a project’s potential adverse
poltution impacts *° This in tum requires the collection of adequate recent environmental
baseline information “®

Available environmental assessment documents do not demonstrate that adequate
baseline data was collected on critical questions, such as local air, soil and water quality, prior to
constroction of the VPF. For example, the environmental assessment for the biogas plant project
did not include adequate baseline information, although we have alerted the EBED and its client
that there are already significant sources of emissions in the area, such as the Ladyzhyn thermal
power plant and its ash disposal site.

Similarly an environmental assessment document for Brigade 13! which was shared by
one of MHP's international financial supporters, Atradius, dees not discuss any baseline
information whatsoever. The environmental impact assessment document for Brigade 47, which
was shared in 2012, long after a public hearing on the facility, includes an air monitoring
assessment from 2015 for a location over 15 km from the project site ¥ Likewise, an
Environmental Impact Assessment for Brigade 35, disclosed in 2018, uses air quality
information from a metecrclogical station in the city of Haysin, located more than 10 km from
the proposed site of the Brigm:l»&:.z'53

Further, these air gquality baseline assessments suffer from many of the same
methodological deficiencies and lack of specificity discussed in the previous section. For
example, the EIA for Brigade 33 does not provide sufficient information to determine whether
the assessment of baseline air quality followed a sound methodology. Specifically, it is not clear
whether the baseline numbers provided were collected from single measurements or an average
of measurements, and if so, how many measurements were averaged over what period of time,
what the mininmm and maximum readings were during that period of time_ and how frequently
readings were collected over the given period. A robust and reliable baseline assessment would
typically account for spatial and temyporal variations to ensure that impacts to air quality levels
are not underestimated. ***

T EBED's Environmental and Social Poliey PR 1 #7.
e EBRLD's Environmental and Social Poliey PR 3 #8.

e EBRD's Environmental and Social Policy PR 1 #7.
21 Included in Annex 7.
2 Prelimmary EIA for Brigade 47 at Annex 3, meluded mn Annex 7.

3 Emarenmental Impact Assessmment Report, Brigade 535 (2018), sec. 513,

2 Guding Principles for Air Quality Assessment Components of Emironmental Impact Assessments,
International Association for Impact Assessment (Feb. 2017), sec. 2.6.1. The biogas plant ESLA contains simmlar
1ssues. See “Mot Fit for Pupose: MHP Biogas Plant ™ a briefing by CEE Bankwateh Netwrork (11 Dec 2017), p. 3,
mchided m Annex 4.
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Moreover, the Brigade 55 EIA does not provide sufficiently detailed information to
understand whether air pollution impacts meet international standards for safe air quality, nor
whether they are significant enough to cause health impacts. The EIA provides baseline air
quality data, but it provides a value for total suspended particulate (TSP) without specifying the
amount of PM 10 or PM 2.5 in the air*® As discussed above, TSP is an outdated parameter for
assessing the burden of particulate matter on ambient air. Nonetheless, the stated value of 0.2
milligrams/m3 (= 200 pg/m3) of TSP suggests that the ambient levels of PM 2.5 likely exceed
international guidelines for safe and healthy air quality. %

Thus, even in the limited instances 1 which we have seen some baseline air quality data,
1t 15 questionable whether the information 15 sufficient to allow the EBRD to deternune whether
the Project is being carried out at the best location given ambient environmental conditions and
existing sources of pollution.*®” Moreover, we have not seen any baseline data regarding
groundwater quality and are not sure whether MHP has ever collected such data.

g. A cumulative impact assessment has not been conducted

The EBRD should have required MHP to conduct and disclose a cumulative impact
assessment covering all existing and planned polluting activities, including all local operations
related to MHP and other major polluters. Performance Requirement 1 requires assessment of a
Project’s nisks and impacts, including “ cumulative impacts of the project in combination with
mmpacts from other relevant past. present and reasonably foreseeable developments as well as
unoplanned but predictable activities enabled by the project that may occor later or at a different
location . ™** Further, Performance Requirement 3 requires a client to consider “the potential
cumulative impacts of water abstraction upon third party users and local ecosystems.™%

Existing industrial operations in the area were already impacting air quality at the time
MHP began Project construction and should have been subject to a cumulative impact
assessment. Most notably, the 1800 MW Ladyzhyn coal-fired power station is located within 5
km of some components of the VPF 2™ The air pollutant emissions from the coal-fired power
station and from the Project’s chicken brigades, hatchery, slaughterhouse, and manure storage
piles likely affect overlapping land areas. We have heard public officials suggest that the

20 Bngzade 35 EIA. Table 3.6.1.

ol See The Relationship Ameng TSP, PM 5 PM: s, and lergamic Constituents of Atmospheric Participate
Marer ar Multipls Canadian Lecarions, available at

https:worw tandfonbne. com/doupd 10 108010473280, 1997 10484407 showing that on average across a large
sample sat of locations iIn Canada, PM 2.5 made up approxamately 25% of TSP. The WHO recommended gmdeline
vahie for long-term exposure to PA 2.5 15 just 10 pg/m3 (WHO A quabty sindalines, p. 9).

= Thus is of course putting aside the guestion of whether much an asseszment would have been pos=ible given
MHPs practice of releasing piecemeal emvironmental assessment documents for individual facilines at the fume of
constuction, which makes any holishie assessment of total Project mmpacts at a single pomt 1n time exceedmngly
difficult.

= EBEDs Environmental and Social Policy PR 1 #0.

o EBEDs Environmental and Social Poliey PR3 #19.

™ Source Watch, httos: fwrarwr souveewrateh org'indens phn'T advzhvn power station. 4

54

67



baseline assessment of air quality is the same as a cumulative impact assessment.”"* but this is
not the case. A baseline assessment of air quality and GHG emissions, even if done properly,
would not be enough to fully anticipate and understand cumulative pollution impacts. Dispersion
modeling would be needed to establish the full extent of cumulative air pollution impacts, as
would a detailed assessment of the interaction of emissions from the Project facilities and the
power plant together. For example, each chicken brigade is a substantial source of ammonia
emussions. By itself. this may not present a significant danger, but when ammomia interacts with
sulfate (S02) and nitrates (NOs), 1t can form secondary particulates (ammonivm sulfate and
ammonium nitrate). adding to the total levels of particulate matter in the air.”> The EBRD
should have required MHP to conduct dispersion modeling to quantify cumulative air pollufion
umpacts from MHP’s operations and the nearby power station before it provided any funding for
the construction or expansion of the VPF, yet the environmental assessment documents that we
have seen provide no evidence that this has been done *

Far from properly considening the cumulative impacts of existing industrial operations 1
the area, we believe, as discussed mn the previous section, that MHP has failed to adequately
assess and disclose to affected pecple even the comulative impacts of the various local MHP
facilities. The environmental assessments we have seen have been carried out individually for
each Project component, which does not provide adequate information to affected people about
the overall impacts of the whole Project. This piecemeal assessment process has resulted in some
umpacts — such as impacts from heavy vehicle traffic on the main road through Olyanytsya —
being left out of environmental assessment documents entirely. Other impacts, such as air
pellution or impacts on local water resources, sumply cannot be meamngfully assessed without
vaderstanding the cummulative impacts of the VPF and the local Zernoproduct Farm operations as
awhole. A 2016 Monitoring Report commissioned by the EBERD confirmed the need for a robust
assessment of cummlative impacts,”’* but since that time MHP has not publicly indicated any
plan to conduct such an assessment. Moreover, the new EIA law in Ulkyaine clearly requires a
cumulative impact assessment,”” et no such assessment is included in the ESIA for Brigade 55.

h. Impacts on vulnerable people were not adeguately assessed

=1 The mmufes of the Sept 2016 meeting re bngade 43 says that cummlative impacts were taken mto account
m caleulahing GHG emnssions from Brigade 43 because they were included o the background concentrations of
pollutants.

=i See ep., Sharma M., Eishore S Trpathe, 5 N, & Behera, 5. M. (2007). Eole of atmosphenic ammoma
i the formation of Inorgamic secondary particulate matter: a study at Kanpur, India. Jownal of atmospheric
chemstry, 538(1), 1-17; Ensman, J. W, & Schaap, M. (2004). The need for ammoema abatemvent with respect to
secondary PM reductons mm Euwrope. Environmental Pollutton, 129017, 159-163; Schlesinger, B B, & Caszee F.
({2003). Atmospheric secondary mmorgame particulate matter: the toxmcological perspectrve 25 a2 basis for health
effects nsk assessment Inhalation toxcology, 15(3), 197-235.

3 This requirement is reflected in mternationally accepted best practice in the area of cumulative impact
assessment. See International Association for Impact Assessment, February 2017, Guding Prmeiples for Aw Cuality
Assessment Components of Emnironmental Impact Assessments,

hitps:/ www.lala org uploads pdf GuodingY: 2 0Principles %2 Mforte 20 A0 a2 0Cuality 2 pdf.

T “The azzess 5 of potential impacts are not considered to be fully robust within the OVNS, m parhcular
1 relation to cummlafive mmpacts across a whele farm scale development ™ EBEDY Momfoning Report 2016, sec. 4.3
{in refarence to VPF-wde water impacts).

o Ukraime FIA law, Arhele 6 on the content of the ELA report and Article 9 about the conclnsion on the ETA
Trepaort.
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The presence of volnerable people in the Project area, and the particular ways i which
the Project may impact them_ has not been adequately addressed. Performance Requirement 1
requires EBRD clients to identify vulnerable stakeholders”’® and plan differentiated mitigation
measures so that adverse impacts do not fall disproportionately on w].nemble people and they are
able to take advantage of opportunities to benefit from the project..”” In meeting other
obligations of the Performance Requirements. such as the need to consult with affected people,
to avold or nuninuze impacts to community health and to avoid potential exposure to d;lseases
the client must pay particular attention to the needs and sensitivities of vulnerable gmups

The EIA for Brigade 55 is the only instance we have seen in which MHP attempted to
address the question of vulnerability, but even this cannot be considered a meaningful
assessment of the issue. The cne-page section on vulnerable pepulations simply 1dentifies all
local people as “vulnerable” and maintains that they will not experience any negative impacts
due to their distance from the facility.””

Our communities have a high incidence of elderly people and elderly households, ** who
are particularly suscepiible to some of the feared and actual impacts from this Project. For
example, damage to homes from MHP-related heavy vehicle traffic 1s particularly challenging
for this population due to low mncome-eaming potential and limited funds to fix the damage, and
the vibrations are particulaily bothersome as this population may spend a higher percentage of
thetr tume at home and expenence vibrations throunghout the day. Pollution mmpacts may also hit
elderly people especially hard, as they may be more likely to experience negative health impacts,
and health impacts are more likely to escalate into a more serious condition or exacerbate
existing health problems *! Accordingly, convenient access to clean drinking water is especially
wmportant, vet, elderly people may be less likely to be able to afford paying for the water hook-
ups (that they had vndersicod MHP would pay for), potentially preventing them from accessing
MHP-installed water systems.

Female-headed houwseholds may be another potentially vulnerable group relevant to this
Project, but MHP has not included gender-disaggregated assessments 1n ESIA documents,
malking it impossible to determune how many such households are located near the Project area,
or how they may be impacted. ™

s EBRD's Emvironmental and Secial Pohey PR 10 #10.

e EBRIY's Emvironmental and Social Pohey PR 1 218

o EBRDY's Exvironmental and Secial Pohey PR 4 £33,

i The planned location 15 less than a kilometer away for the nearest local residences.

= For mstance, Zaozeme comommity consizts of 1043 willagers, out of which 363 are elderlyretired {approx.
35%). Bngade 55 ESIA at p. 60
= Ses, ep., “Adverse Effects of Cutdoor Pollution in the Eldarly,” M. Simom, 5. Baldacel, 5. Maio, 5.

Carral, & S-aml:- G WVieg, Jowrnal of Thoracic Disease (Jan. 2015}, DOT: 10397851550, 2072-1438.2014.12.10,
avalable at bttps:waner pebe nlm mb sov pubmed 25684816

a S-'I.'Ild].E have shown, however, that a significant number of nural bouseholds in Ukraine are famale-headed,
and many of those houssholds are hikalv headed by elderty women For example, according to the Complex research
of the state of women living in the nal areas of Ukramne (2015,

http:/fararer ombudsman sov.uafiles'alens Doshdrhennya e 20510's k%2 Ozlunky pdf), women made up 52 3% of the
rual population at the ime of the study, wath 38% retired and up to 45% typically unemploved. Women tend to Ive
around 10 years longer than men (average age of 7319 compared to 64.6] vears) and the study revealad that 1 9% of
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Children are another potential vulnerable group in the area. Some community members
have noticed an increased mcidence of asthma in the local community. which has particularly
affected children. If this health impact is indeed related to MHPs local activities, 1t suggests
particulanized impacts on children that should have been identified from the outset.

The EBRD should have required MHP to properly identify vulnerable hounseholds and to
tailor specific mitigation measures to the needs of any vulnerable groups identified.

i. Employment conditions

As discussed above, we are concerned that MHP has not taken appropriate measures to
provide employees with reasonable working conditions and terms of employment and a safe and
healthy wotlplace. in violation of Performance Requirement 2.8} We also fear that the Company
has failed to put in place appropriate measures to meet the Performance Requirement 2
requirements related to preventing and addressing instances of intimidation *** Numerous past
and present employees have raised concerns regarding MHP's workplace safety standards, the
long hours that drivers are expected to work, and other health and safety concerns. Employees
have also reported pressure or intimidation related to the activities of family members who have
raised concerns about the Company’s health and environmental impacts on local communities.
and one employee also reported having been asked to leave after asking for a transfer to a
position with more hospitable worlang conditions.

i Grievance mechanism

We are concerned that MHP does not have an appropriate, local grievance mechanism to
resolve community concerns. Performance Requirement 1 requires clients to actively engage
with stakeholders, including setting up a gnevance mechanism to receive and resolve concerns
from affected communities about the client’s environmental and social perfntmance-lh The
grievance mechamsm should be scaled to the risks and adverse impacts of the project and should
seek to resolve concerns promptly and effectively, in a transparent manner that 15 culturally
appropriate and readily accessible to all segments of the affected communities at no cost and
without retribution to the party that originated the issue or concern.*® MHP’s grievance
mechanism must protect the confidentiality of anyone raising a complaint %’

The 2016 Stakeholder Engagement Plan for VPF Processing Complex says that anyone
can submit a complaint either by physically filling out a form and putting it in a complaint box at
the Project site, submitting a complaint via an online form or through email mail fax, or phone.
It says that anonymous complaints will be registered and sent to the responsible managers, but it
explains that “[a]ecording to the Law of Ukraine *On citizens' appeals’ the company reserves the

families 1n rwal areas had only one parent and 1 91% of cases 1t was the mother. About half of all households m
rural areas are female-headed households.

L EBEDs Environmental and Social Poliey PR 2 #1, #2, £14-16

= EBEDs Environmental and Social Poliey PR 2 #12,

o EBRD's Environmental and Social Pohey PR 10 #6, 226

o EBED"s Environmental and Social Policy PR 10 #28,

T EBEDs Envirenmental and Social Policy PR 2 #20.
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right not to respond to such requests. "*** This explanation creates uncertainty about MHP s
treatment of anonymous complaints, discouraging potential complainants from raising their
concerns vnless they are willing to disclose their identity. The referenced law does specify that
enterprises are not required. under that law, to review and consider anonymous complaints, ~° but
this does not relieve MHP of itz obligations under the EBED Performance Fequirements to
provide a culturally appropriate and accessible grievance redress mechanism.

Accepting anonymous complaints — from both workers and commumnities - is particularly
important in the context of MHP s local operations becanse many community members do not
feel comfortable filing a complaint unless they know that their identity will not be disclosed ™™

Further, beyond listing varions ways to submit a complaint and providing timeframes for
responding, the Stakeholder Engagement Plan does not provide any further explanation of
processes or procedures for responding to a complaint. The lack of a clear process 15 an
additional deterrent, leaving local people uncertain as to the value of raising complaints through
the company's formal process. It is also vaclear whether every complaint from affected people
has been prc?}eﬂj; recorded, and we are aware of some complaints that have not been adequately
addressed. ™

IV.  Prior attempts to raise these issues

Throughout the years since we first began experiencing impacts from MHP’s local
operations, we have raised our concerns not only through local public hearing processes, but also
through letters and other commumication directly with MHP, with local, regional and naticnal
government bodies, and with international lenders. Below is an overview of some of the steps we
have taken. Please note that this is not a comprehensive list, but 13 meant to provide a general
sense of some of our commmunications to date.

KEleban

In 2011, when the Company was still making plans for Phase 1 of the VPF, 465 villagers
from Kleban signed a letter rejecting the planned placement of MHP facilities to the Northwest
of their village, due to fears that pollution and bad odors from the facilities would affect their
village ** Through this petition and other efforts, villagers succeeded in eliciting agreements
from local government and MHP to erect a natural barrier around MHP facilities constructed

= VEF Processing Branch 2016 Stzkeholder Engagement Plan, p. 12-13, inchuded m Annex 10, A sammlar
process 15 outhned m MHP's company-wide Stakeholder Enpagement Plan. MHP Stakeholder Engagement Plan,
Eaev (2017}, p. 11, avalable at hitps-/werw. mhp. com ua hibarefile'mk h-eng-small pdf

o Law of Ukraine “On cifizens' appeals’, Bulletin of the Verkhovna Rada, 1996, No. 47, p. 256, Artcle 8,
avalable at http://zakon? rada. pov.ualaws show 383 36-2D0%E 2 %D 1%:80.

= For finther explanation of this potenfial discomfort, see Arnex 3.

) For example, the Zaozerme Village Council and at least one imndividuzl commmmty member have raised
concerns on mulbple cecasions about the impacts of MHP s pesticide spraving upwind, close to residences, and
without prior notficaiion, vet the prachice confinues. Latter from Zaozemes Village Couneil to Zemoproduct (5 May
2017), mchuded m Annex 4.

= Latter from Kleban villagers with comments and sugzestions on tamitorial plan (undated). included m
Amnex 4.
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near Kleban, as part of the required Sanitary Protection Zone *° However, MHP has not
ultimately followed through on these commitments.

In October 2014, Kleban villagers sent a complaint letter to Ukraine’s Mimister of
Ecclogy raising concerns with MHP’s local operations, including a lack of natural barriers to
block pollotion and odor emanating from poultry brigades and odors and feared pollution
impacts from MHP’s practice of storing manure piles in open fields for extended periods.”™ The
State Environmental Inspection of Ukraine responded. per the Minister's request, explaining that
it would not be possible to conduct an inspection of MHP as requested because inspections can
only be carried out with the pernussion of the Cabinet of Ministers 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 reduced. ™’

In February 2017, following a local meeting to discuss the potential construction of two
new brigades near the village of Kleban, residents sent a collective appeal to the Tulchin District
Administration. **S The appeal demands respect for local residents” right to decide whether the
Company can build a new development cn their village council land and respect for the sanitary
protection zone requirement that provides for a physical barrier swrrounding polluting facilities
such as MHP’s brigades. ™’ Community members also raised this matter during meetings with
MHP representatives in Febmuary, March and November 2017, vet still have seen no action
taken to construct the promised barrier.

Olyvanytsya

In June 2012, villagers from Olyanytsya sent a letter to the People’s Deputy of Ukraine
raising concerns regarding decreasing water levels in local wells and damage to houses along the
main village read, claiming that both 1ssues began shortly after MHP began construction of
Phase 1 of the VPF.** A few months later, in September 2012, Olyanytsya villagers held an
environmental protest to publicly express thewr frustration with the impacts they were
expeniencing. In conjunction with the protest, villagers sent a letter to the Trostyvanets Rayon
Administration and Covncil, again raising concerns about water depletion and damage to houses
from heavy vehicle traffic.*™ As discussed above, some progress has been made on demands
related to mitigating road impacts, but after vears of delay, some of the primary demands — for a
bypass road and compensation for damage to houses — still have not been implemented and
concerns regarding water depletion still have not been investigated.

=3 Letter from Vimmyisia Broiler to Eleban Village Councal (22 Jun. 201 1), mehuded m Annex 4.
B Letter from Elaban willagers to MMimster of Ecology (19 Oct. 2014), included m Annex 4.
B Ukramman law on ervironmental mspecions has smee been changed to allow for regular state inspections
without an invitation from the Company to be audited. Commumty members have not besn able to access fall
inspection documents, although authontes have provided some excerpts.
2‘5 Letter from Eleban residents to Tulchin Dhsmet Adnumstration (24 Feb. 201 7), meluded in Annex 4.

J Id
= See, e.g., Mmutes of meeting between MHP representative, MHP-hwred consultant, local commumnity
members and local NGO representatives (16 Novw. 2017), mmchided m Anmex 4.
= Latter from residents of Olyanyisva to the People’s Deputy of Ukraine (25 Fun. 2012), meluded m Annex
4.
el Latter from the “Rescus Commuttes of the Villaze of Olyamyizya™ to Trostyanets Eavon Admimistraton
and Trostyanets Raveon Counenl (21 Sep. 2012), meluded 1o Annex 4.
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In April 2016, over 1800 residents of Trostyanets Rayon, including residents of
Olyanytsya, sent a letter to President Poroshenko, raising concerns about MHP s inadequate
consultation processes and compliance with international environmental standards *"' These
concerns are still outstanding and unaddressed. In September 2016, 225 villagers signed a
petition opposing construction of Brigades 43 and 44 As discussed above, this was presented at
the Olyanytsya Village Council meeting to no effect

Zaozerne

In Janvary 2017, villagers in Zaozerne met with an MHP representative and presented a
letter requesting disclosure of certain documents and a petition signed by nearly 350 commumty
members in opposition to the development of Brigade 47, absent further consultations.*” The
Company responded by refusing all of the community members’ requests and accusing them of
illegally violating the Company’s right to conduct business ™

In May 2017, Zaczerne community members filed a case in the Vinnytsia Administrative
Court demanding cancellation of the Ruling of the Tulchyn Administration to develop the
documentation and permits for construction of Brigade 47.°" The petition argues that the public
hearing for Brigade 47 did not satisfy the requitements of Ukrainian law, and that the facility
was therefore improperly approved. MHP is also a patty to the case. The court ruled against the
petitioner in March 20185, and the decision was recently appealed.

In May 2017, Zaozeme villagers made phone calls and sent MHP a letter raising
concerns about alleged spraying of pesticides too close to a residence and without prior
notification ™ Community members who raised this concern to the Village Council have not
been satisfied by the Company’s response to date and concerns about pesticide spraving
contime 3%

L Latter from residents of Trostyanets rayon of Vinmytsya oblast to President Poroshenko (& Apr. 2016),
mchided m Annex 4. Of the three villages mvobred m this conplamt, only Olyanytsya sits withm Trostyanets
Favon, but the letter raised concemns simular to those of peighboning commumities as well. Project actiaties span
across multple rayons, mchidms Trostvanets and Tulchyn

e Mimmtes of Olyamvisya Village Cowunell Public Heaning (21 Sep. 2016), inchided m Annex 8.

¥ Letter from commmmnity members to Vinnytsia Broiler Director (27 Jan 2017); Petition, “Residents of the
Zaozeme Village Council who opposed the construchion of the bnigade for the cultivation of cluckens #47 wathin
Vasylnvka” (Undated), included m Anne 4.

ek Letter from Vimnyvisia Brodler Dhrector addressed to a local commumaty member (14 Feb. 2017}, included
o Anmex 4.

e See Nationzl Ecological Centre of Ukrame (MECTT) “Tlposyparipa nowata I00yI0EE DOICILTBARES
moaD MIpCONE PINEEES MPOMaTrsRy CIyEans: oo ovoEssrrey sypessa MO (17 May 2017,

hitp:'necuorz ua'prokursturz -pochala-dosudove -rozslhiduvannva-schodo-pidroblov-nishenova-hromsluhan-mwhp ' and
Bisrrmmsiey Chpyvasss A momerparmeaey Cya “YBATA! MOBITOMIEHHA OO0 POSTTIATY (TIPABH!™
(26 Jul. 2017}, Jvoas.zovuamews/podivinvaza pov domlennva shehodo rozglvadu spravy’.

e Letter from Zaczeme Village Council to Zemnoproduct (3 May 2017), mehided 1n Annex 4.

b For example, on 4 May 2018, a local community member again noticed Zernoproduct Farm spraving
pesticides close to their residence and wathout prior notice. This recent incident was again raised through a phone
call to MHP's Corporate Socal Besponsibality team, and affer that the spraying did eventually stop, but we fear such
incidents may continue to ooouT.
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In June 2017, Zaczeme community members signed a petition opposing the construction
of the planned biogas plant and submitted comments on a draft Detailed Spatial Plan of the
facility ** Construction of the plant has moved forward nonetheless, and we have not seen any

updated version of an EIA or Detailed Spatial Plan with our comments incorporated.
International Lenders

We have also made numerous attempts to communicate our concerns to international
lenders, including the EBED. In 2012, community members contacted national and mternational
environmental NGOs requesting support to reselve the 1ssues detailed 1n this complamnt. The
CEE Bankwatch Network and its Uloainian member organizations, currently the Centre for
Environmental Initiatives Ecoaction, have since assisted us to raise concerns through a series of
in-person meetings_ emails and letters %

Communication with the EBRID dates back to 2012 and 2013, when NGO advocates first
reached out to the lender to request better information disclosure and later to raise concerns prior
to a planned increase in financing to MHP.*! Following the release of the Black Earth report in
20135, the EBED planned a monitoring trip to the VPF and another large MHP farming operation
in 2016.*" This visit was welcome. While we believe that the trip report downplayed some
commmnity concerns, it made usefiul recommendations regarding topics such as impacts to water
resources, discussed above. More recently, we and our NGO advocates have cotresponded with
representatives of the EBRD about its 2017 investment in the planned VPF Phase 2 biogas plant.
raising concerns regarding consultation, information disclosure and feared environmental
impacts.*'* While the EBRD has responded to cur communications.’ we have still not seen
significant changes in the majority of issues raised above 1

Commumication with the IFC, another MHP lender, dates back to 2015, when our NGO
advocates met with IFC representam es prior to publishing a detailed report on the VPF and its
impacts on local communities > The NGO team sent a follow-up letter to the IFC after the
publication of that report, highlighting the social and environmental concerns identified in the
report and requesting increased attention from the IFC to ensure MHP's compliance with the

b Letter and petrhon from Zaozeme commumty members (29 Tun. 201 7); Letter from Zaozeme commumity
member to Zaozerme Village Cowmeil Tulehin Dhstiet Admimstration and Vinnyt=ia Brodler and the VPF (16 Jun.
2017Y; Letter from NECTT to Zaozerne Village Council, Tulelun Dhstrict Admimstrahon and Vinnytsia Broder and
thE‘.-"PF (Tun 2017}, all meluded in Annex 4.

See Amnex 4 for a record of this comespondence.
H Emal correspondence between CEE Bankwrateh Natwrork and the EBED (May-JTun 2012); Latter from
WECU, Ladyzhyn ervil counal, Public centre of ecological confrol and "Voice of Wature™ to the EBED (21 Oet.
2013), melnded m Annex 4.
bl EBRD Monitorng Report 2016,
uz See Annex 4 for a record of this comespondence.
A3 Letter from EBRED to CEE Bankwatch Metwork (30 Auz 2017); Letter from EBRD to CEE Bankwatch
Matwork (12 Dee. 2017}, both inclnded m Annex 4.
He One possible exception 15 the 1350e of informaton disclosure. We have noticed recent improvements
Project disclosure practices, however there are still sizmficant gaps, as diseussed above
H3 Black Earth.
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Performance Standards *!® The IFC did not respond. Our NGO advocates also sent further
communications to the IFC in 2017, including comments on MHP's new SEP and on the planned
biogas plant*!” IFC did not respond to either of these communications.

V. No conflict between the Brigade 47 court litigation and the present complaint

As discussed above, a local community member recently filed an appeal in a court case
challenging the approval process for Brigade 47 vnder Ukrainian law. Although this case is
ongeing, communify members do not see a conflict between the court case and a potential
problem solving imitiative with the PCM, as the present complaint raises 1ssues of a much
broader scope and complainants hope that it will serve a different role in resolving community
concerns. The court case is focused on allegations regarding disclosure and public consultation
requirements for approval of a single facility. Meanwhile, the present complaint discusses issues
of information disclosure and consultation across all of MHP’s interconnected local farming
operations, in addition to fears of cumulative environmental and health impacts that may not
have been properly identified, and commulative social impacts, such as impacts from heavy
vehicle traffic, that have not been properly identified or addressed. The complaint aims to
facilitate a dialogoe process with MHP in order to discuss and address 1ssues across MHPs
operations. A primary goal is to implement forward-loolang changes that will avoid and mitigate
the cemulative impacts to local communities and ensure better incorporation of community
concerns and viewpoints in all future operations, which is not possible through the ongoing
Brigade 47 litigation.

VI.  What we want from this process

We believe that many or all of the concerns discussed m this complaint can be addressed
through an independently-facilitated dialogue process with the Company. Many of our concerns
relate to a lack of information and poor consultation with MHP about its planned developments,
which limit our ability to understand and assess environmental or other potential impacts to our
communities. We therefore believe that a well-facilitated information sharing process 1s the first
step to resolve these issues. While further needed actions may become clear only after an initial
process of information shanng. we generally believe that resolution of our concerns would
require the following actions:

1) Publicly release information, in an appropriate form and language, about the Project and
its local impacts. This should include, but not be limited to, information on the total water
use of the VPF and Zemoproduoct Farm, impacts on surrounding groundwater and other
water resources and cumulative pollution impacts on air. water and so1l. Information
should also explain the cumulative impacts of the Project together with other polluting
activities in the area. Finally, 1t should include information about all currently envisioned
new MHP operations in the area, including constroction of VPF Phase 2 facilities, new

HE Letter from NECU to . Frnciral Investment Officer, Mamufactng, Agnbusmess and
Services, IFC (30 Sep. 2013), meluded in Armex 4.

W Emzil from MECU and CEE Bankwatch Metwork, to IFC, and
representatives uftheMﬂ Apr. 2017); Email from |G - and CEE
Bankwatch Network, to I EC. and representatives of the ETB, EBRD and OPIC (27 Jun. 2017).

62

75



6)

7

land acquusitions by Zemnoproduct Farm and other local Project operations.

Work with local commumnities to develop improved consultation processes that enable all
affected people to meaningfully consult on the entire planned farm expansion, and on any
specific facilities that may affect them:

Commission an independent investigation into the Project’s local air, water and soil
pollution impacts and any potential links to health impacts in local residents;

Implement, and ensure strict adherence to, effective mitigation measures to address odor
and pollution 1mpacts;

Implement necessary measures to address and minimize impacts from Project-related
heavy vehicle road use, including by constructing necessary bypass roads, implementing
and effectively enforcing vehicle speed and safety measures, repairing and strengthening
roads along primary MHP thoroughfares and funding repairs for property damage caused
by heavy vehicle road use;

Commission an investigation into reported employment 1ssues and work with
independent experis to make any necessary improvements to workplace policy, practice
and/or cultere; and

Suspend construction of Phase 2 facilities until a comprehensive assessment of social and
environmental impacts is disclosed and meaningful inclusive consultations are held.

VIL Conclusion

We remain optimustic that a constructive dialogue with MHP is possible. We request the

PCM’s support to provide a structured and independently facilitated framework for such a
dialogue, to move past our current pattern of unfulfilled pronuses and towards a lasting
resolution and more positive future engagement with the Company.

Should such a dialogue fail we alternatively request that the PCM conduct an

mdependent and thorough compliance investigation into all of the concerns raised in this
complaint.

Please do not hesitate to contact our advisors and us with any questions regarding this

complaint *** We look forward to hearing from vou about this important matter.

Sincerely,

[signature page confidential]

313

Contact information 15 meluded m Armex 1.
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ANNEX 2: BANK MANAGEMENT RESPONSE TO THE COMPLAINT

EBRD management welcomes the proposed problem solving initiative presented by community
members from the villages of Olyanytsya, Zaozerne and Kleban in Vinnytsia Oblast, Ukraine. The
complainants contend that they have been impacted in various ways by the operations of PJSC
Myronivsky Hliboproduct (“MHP” or the “Company”) and its subsidiaries, namely Vinnytska
Ptahofabryka LLC, Vinnytsia Poultry Farm Branch Complex for Manufacturing Feeds LLC and
PrJSC Zernoproduct MHP.

MHP is a long-standing client of EBRD. The Bank has undertaken 4 projects with the Company
as follows:

e July 2010: loan for financing working capital associated with expanding operations and the
construction of a biogas plant at the poultry farm Oril Leader.

o November 2013: financing to support the acquisition of agricultural and grain infrastructure
in Russia and capital expenditures related to agricultural equipment for MHP Group’s
agricultural farming operations in Ukraine.

o November 2015: the loan to support the agricultural working capital needs of MHP
associated with the growing of grains and oilseeds and the processing of these grains and
oilseeds into raw material for fodder production. The capex component of the loan supported
the purchase of new agricultural equipment for crop farming as well as oilseed processing
activities after the launch of a new soy processing plant.

e December 2017: loan for the construction of a Greenfield 10 MW biogas plant in Vinnitsa
region of Ukraine.

As of today, only part of the 2015 loan and the loan for the biogas plant remain outstanding. It
should be clearly noted that under all four transactions with MHP Group, EBRD provided
financing to PJSC Myronivsky Hliboproduct, a sub-holding Company of the Group in Ukraine, as
the Borrower. Vinnytska Ptahofabryka LLC, Vinnytsia Poultry Farm Branch Complex for
Manufacturing Feeds LLC and PrJSC Zernoproduct MHP, mentioned in the complaint letter dated
5 June 2018, were not direct borrowers under EBRD loans, although being involved in farming
and fodder activities could have indirectly benefited from EBRD funds. However, the Bank has
never directly financed the poultry production activities of the Company.

In respect of the MHP Biogas project signed in 2017, a number of specific issues have been
raised. The project was categorised B by the Bank as impacts from project elements were judged
to be site specific and readily addressed through well-understood mitigation measures.
Environmental and social due diligence on the project was undertaken by independent
consultants and a number of issues were identified which need to be addressed by the Company.
Key amongst these was the lack of a cumulative environmental and social impact assessment,
and the Bank therefore agreed with the Company that the Environmental Impact Assessment
(EIA) for the CHP Complex should include consideration of the linear infrastructure components
of the Project (pipeline transmissions lines) and relevant cumulative impacts, in line with the
revised national EIA requirements effective December 2017 and best practice. These
requirements, along with other identified issues, were addressed within an ESAP which was
agreed with the Company and is currently under implementation.
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The EIA report is now complete and has been released by the Company for public consultation.

http://eia.menr.gov.ua/uploads/documents/521/reports/5fc51ce7e0b58a9137ac310da3480f

98.pdf. The public consultation process and analysis by the relevant regulatory bodies is
expected to be completed in September-October 2018.

The Bank has long been aware of the complaints raised against MHP by local and international
civil society organisations and by local communities. Allegations made included:

Poor labour and land acquisition practices;
Shortcomings in environmental impact assessment processes;
Lack of transparency in terms of document release and public meetings;

Unaddressed E&S impacts from facility developments including reduced water availability,
traffic impacts from lorries and local nuisance and health issues associated with manure
storage facilities; and

Intimidation of activists and opponents of MHP development plans.

Since the first complaints which were received in 2013, the Bank has endeavoured to work with
all parties by:

Facilitating communication between parties through written documents, phone calls, and
meetings within EBRD Headquarters, the Kiev Resident office and at the Bank’'s Annual
Meetings;

Initiating face-to-face meetings between local communities, CSOs and the Company;

Soliciting improvement of key Company policies and practices particularly in the areas of
stakeholder engagement and management of complaints received;

Insisting on improvements in information dissemination through better access to documents
and updating of the Company’s website;

Engaging external experts through a consultant -led monitoring mission to assess project
implementation and development of a revised ESAP to address key issues raised by CSO and
local communities;

Ensuring better information provision by EBRD, particularly in the context of the recently
approved MHP biogas project.

The Bank has also worked with other IFl colleagues to help address the issues raised and to
present a harmonised approach to enforcing standards within the Company.

Overall, the Bank believes that there have been substantial improvements in the environmental,
social and stakeholder engagement practices of the Company. Improvements have included the
hiring by the Company of specific expertise in corporate social responsibility and stakeholder
engagement, the updating and enhancement of a variety of Company policies and procedures,
improvements to transparency and openness and implementation of an improved complaint
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http://eia.menr.gov.ua/uploads/documents/521/reports/5fc51ce7e0b58a9137ac310da3480f98.pdf

register and grievance handling mechanism. The Bank has, on a number of occasions, raised the
identified issues at the highest levels within the Company and believes that the Company fully
understands the seriousness of the allegations and is fully committed to addressing these.

In spite of these efforts and actions, the Bank understands that deep concerns clearly remain in
respect of the on-going developments of the Company. The Bank therefore welcomes the
opportunity for an independent review of the issues raised. The Bank will work with the appointed
PCM expert, the Company and the complainants to ensure full disclosure of required information
and to accelerate dialogue to try to resolve the issues raised.
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