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1.

INTRODUCTION

The State Transport Leasing Company (“STLC” or “the Company”) is financing
construction of a greenfield Lavna Coal Transshipment Terminal (“the Lavna CTT” or
“the Terminal”) in the Kola Bay in the Murmansk Region (“the Lavna CTT project” or
“the Project”).

STLC established Lavna Commercial Sea Port LLC to undertake construction and
operate the future Terminal. As a Project Proponent, Lavnha Commercial Sea Port
LLC received the construction permit and all necessary approvals for the site
preparation works; the works are underway since July 2018.

STLC applied to the Black Sea Trade and Development Bank (“BSTDB” or “the
Bank”) to raise external investments to the Project.

BSTDB requires that all projects supported by it should comply with environmental
and social requirements of BSTDB Environmental and Social Policy (2014) and the
applicable international standards, in addition to the relevant national laws and
regulations.

All operations financed by BSTDB are subject to environmental and social
assessment. According to BSTDB Environmental and Social Policy, the Project is
categorized as a Category A operation, therefore being subject to Environmental and
Social Impact Assessment (ESIA) process before a financing decision is made. The
ESIA process also requires meaningful consultation with the public that may be
affected, and setting of procedures for public disclosure of related E&S risks and
impacts, public review and comment.

The Terminal underwent the OVOS (Russian Environmental Impact Assessment
(EIA)) process including public hearings that were completed in March 2018 and
construction works started in July 2018.

Considering the differences between the OVOS approach, namely with regard to
assessment of social impacts, and the ESIA requirements applied by BSTDB the
Bank commissioned Ecoline Environmental Assessment Centre (“the Consultant”) to
undertake the ESIA Gap Analysis of the Project to better plan the forthcoming ESIA.

The ESIA Gap Analysis aims to:

e identify any gaps in the OVOS process and related documentation against the
BSTDB’s E&S requirements,

e assess whether they may pose risks to the Terminal's operation, to
environmental and social receptors of Project’'s impacts, and to Bank’s
reputation, and

e where necessary, to propose the corrective actions.

The Consultant completed the ESIA Gap Analysis for the Project and presented the
results, including the gaps and the recommendations to address them, in this report.
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2.

2.1.

2.1.1.

ENVIRONMENTAL AND SOCIAL REGULATORY FRAMEWORK

The legal and regulatory framework includes the applicable requirements of Russian
legislation and of BSTDB. The key BSTDB environmental and social (E&S)
requirements are described in Section 2.1.

The Russian E&S regulatory requirements are very diverse; this report doesn’t aim to
evaluate the Project’s compliance to the national requirements in detail relying on the
national approval process. Instead, for the purpose of this ESIA Gap Analysis, specific
provisions of the Russian legislation corresponding to BSTDB’s E&S requirements
described in Section 3.1 were identified and presented in Section 2.2.

BSTDB’'s Requirements

The BSTDB’s E&S requirements are formulated in the BSTDB’s policies (further
mentioned as “Policy requirements”), international legal documents (EU Directives
and international treaties, further mentioned as “EU/Global standards”), and Good
International Industry Practice (GIIP) documents (further mentioned as “GIIP
standards”).

The Project shall comply with Policy requirements and requirements of applicable
EU/Global standards whilst following the GIIP standards is advisory.

BSTDB'’s Policies and Applicable Standards

The BSTDB’s E&S Policy requirements to operations financed by the Bank are
presented in:

e The BSTDB Environmental and Social Policy (2016) (further mentioned as the
BSTDB E&S Policy);

e The BSTDB Public Information Policy (2018)z.
The following EU/Global standards are applicable to the Project:
e the EIA Directive 85/337/EEC: (the EIA Directive);
e the Directive 2010/75/EU on industrial emissions#;
¢ the International Labour Organisation (ILO)’s Core Labour Standards (CLS);
e the World Health Organization (WHQO)’s standards;

1Black Sea Trade and Development Bank (2016). Environmental and Social Policy, February 2016.
Available at https://www.bstdb.org/about-us/key-documents/policy-
documents//Environmental Policy Feb2016.pdf.

2Black Sea Trade and Development Bank (2018). Public Information Policy, 27 March 2018.
Available at https://www.bstdb.org/about-us/key-documents/policy-
documents//Public_Information Policy 2018.pdf .

8 Council Directive 85/337/EEC of 27 June 1985 on the assessment of the effects of certain public and
private projects on the environment, with the amendments of 1997, 2003 and 2009
http://ec.europa.eu/environment/eia/eia-legalcontext.htm

4 Directive 2010/75/EU of the European Parliament and of the Council of 24 November 2010 on
industrial emissions (integrated pollution prevention and control)
http://ec.europa.eu/environment/industry/stationary/ied/leqgislation.htm

10
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e relevant International Maritime Organisation (IMO)’'s conventions, as well as
relevant international conventions including; and

e United Nations Economic Commission for Europe (UNECE)'s multilateral
agreements; in particular, the Convention on Access to Information, Public
Participation in Decision-Making and Access to Justice in Environmental
Matters (the Aarhus Convention)s, and Convention on Environmental Impact
Assessment in a Transboundary Context (the Espoo Convention)s.

The following GIIP standards are applicable to the Project:

e Best Available Techniques (BAT) Reference Documents (BREF)” and
specifically, the EU BREF Emissions from Storage (2006)3;

e the World Bank (WB)/International Finance Corporation (IFC)’'s Performance
Standards (PSs)?, and General Environmental, Health and Safety (EHS)
Guidelines?o;

e the European Bank for Reconstruction and Development (EBRD)'s
Performance Requirements (PRs);

e the European Principles on the Environment (EPE)!2; and

e the European Investment Bank (EIB)’'s Environmental and Social Standards?3.

5 United Nations Economic Commission for Europe (UNECE) (1998). The Convention on Access to
Information, Public Participation in Decision-making and Access to Justice in Environmental Matters
(Aarhus, June 1998). Available at:
http://www.unece.org/fileadmin/DAM/env/pp/documents/cep43e.pdf

6 United Nations Economic Commission for Europe (UNECE) (1991). The Convention on
Environmental Impact Assessment in a Transboundary Context. Finland, Espoo, February 1991.
Available at:
http://ec.europa.eu/world/agreements/downloadFile.do?fullText=yes&treatyTransid=1361

7 Reference documents under the IPPC Directive and the IED. Available at:
http://eippcb.jrc.ec.europa.eu/reference/

8 European Commission (2006). Integrated Pollution Prevention and Control. Reference Document
on Best Available Techniques on Emissions from Storage. Available at:
http://eippcb.jrc.ec.europa.eu/reference/BREF/esb bref 0706.pdf

9 International Finance Corporation (IFC) (2012). Performance Standards on Environmental and
Social Sustainability. Available at:
https://www.ifc.org/wps/wcm/connect/115482804a0255db96fbffd1a5d13d27/PS_English 2012 Full-
Document.pdf?MOD=AJPERES

10 International Finance Corporation (IFC) (2007). Environmental, Health, and Safety. General
Guidelines. Available at:
https://www.ifc.org/wps/wcm/connect/554e8d80488658e4b76af76a6515bb18/Final%20General%20
EHS%20Guidelines.pdf?MOD=AJPERES

11 European Bank for Reconstruction and Development (EBRD) (2014). Environmental and Social
Policy and the Performance Requirements. Available at: https://www.ebrd.com/who-we-are/our-
values/environmental-and-social-policy/performance-requirements.htmi

12 The European Principles for the Environment (EPE), Declaration. 2006. Available at:
http://www.eib.org/attachments/strategies/european_principles for the environment en.pdf

13 European Investment Bank (EIB) (2018). Environmental and Social Standards, 29 October 2018.
Available at http://www.eib.org/en/infocentre/publications/all/environmental-and-social-practices-
handbook.htm.
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2.1.2. E&S Requirements

Bank’s operations are categorised based on: i) the associated potential environmental
and social risks and impacts, and ii) the scope of environmental and social
assessment necessary to identify, assess and mitigate these impacts and risks. The
following categories are applied: A, B+, B, C and Fl.

The Project is classified a Category A operation, which implies it has “the potential to
generate significant adverse environmental and social impacts which are diverse,
irreversible, or unprecedented”.

The BSTDB's E&S Policy defines the commitments and requirements in the following
areas:

Environmental and social impact assessment (ESIA), stakeholder engagement
and information disclosure

e ESIA process

The Project (of Category A) is subject to Environmental and Social Impact
Assessment (ESIA) process. The ESIA process should meet the requirements of the
EIA Directive. EBRD’s PR1 and IFC’'s PS1 are considered as the applicable GIIP
standards.

0 The ESIA scope:

The BSTDB E&S Policy stipulates the need for considering both
environmental and social risks and impacts associated with its
operations.

According to the EIA Directive, impacts on the following aspects of the
environment should be considered within the impact assessment:
population, fauna, flora, soil, water, air, climatic factors, material assets,
including the architectural and archaeological heritage, landscape and
the interrelationship between the above factors (Annex IV, para. 3);

o0 Analysis of alternatives:

According to the EIA Directive and GIIP standards (e.g. EBRD’s PR1)
the Project Developer should examine key technically and economically
feasible Project’s alternatives and describe reasons for the choice of a
preferred one(s).

e Impact/risk management

For impacts and risks of concern relevant preventive and mitigation actions should be
proposed and implemented throughout the Project lifetime. These actions are usually
presented in a form of Environmental and Social Action Plan (ESAP), and its
implementation is part of the operation’ financing terms and conditions.

e Stakeholder engagement and information disclosure

The stakeholder engagement should start during the ESIA process as early as
reasonably possible and continue throughout the Project lifetime.

The following Policy requirements are applicable for the Project:

o Stakeholder identification and analysis: Project stakeholders, including
stakeholders affected by or interested in the operation, should be
identified;

12
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0 Meaningful stakeholder consultations should be undertaken including
public notification, disclosure of the relevant E&S information, and
collecting public comments on the disclosed materials;

o Disclosure of relevant E&S information to the general public (or
stakeholders interested but not affected by the Project) should be
arranged.

IFC's PS1 and EBRD’s PR1 and PR10 can be used as the GIIP standards.

These GIIP standards emphasize the Project Proponent should establish and
maintain the grievance mechanism (GM) for stakeholders affected by the proposed
operations.

According to the BSTDB E&S Policy, the ESIA should cover, ifiwhere relevant, the
following topics detailed below: i) Environmental and social management, ii) Labour
and working conditions, iii) Pollution prevention and abatement, resource efficiency,
and climate change, iv) Community health, safety and security, v) Land acquisition,
involuntary resettlement and economic displacement, vi) Living natural resources,
biodiversity, and ecosystem services, vii) Cultural heritage, and viii) Indigenous
peoples.

Environmental and social management
¢ National compliance

The main Policy requirement to the Project environmental management is the
compliance with national legislation, including national commitments under
international law. Availability of permits, approvals, licenses and certificates required
under relevant laws and regulations is also the must. If these are not available at the
time of BSTDB financing approval the Client will need to submit a satisfactory plan for
obtaining such permits, approvals, licenses and certificates.

e EHS responsibilities’ distribution:

No specific Policy requirements to distribution of EHS responsibilities with the
organizational structure of the project proponent are formulated in the BSTDB E&S
Policy and the EU/Global (mandatory) standards. The GIIP requirements to this
aspect are formulated in:

o IFC's PS1 and EBRD’s PR1

The GIIP standards envisions the project proponent’s staff should include personnel
with direct responsibility for the project's E&S performance having necessary
knowledge, skills, and experience.

¢ Environmental and social management system (ESMS)

No specific Policy requirements to ESMS are formulated in the BSTDB E&S Policy.
The EU/Global (mandatory) standards also do not include pertinent requirements.

The GIIP requirements to ESMS are formulated in:
o IFC's PS1 and EBRD’s PRI,
o ISO 14000 series of standards and other internationally recognized
standards such as OHSAS 18000, SA 8000, etc.

Labour and working conditions
e Human rights at work

13
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BSTDB is committed to observance of minimum age of employment, fair and equal
treatment and opportunity, recognition of the right to collective bargaining.

BSTDB commits not to finance any activities that may be suspected of involving
forced labour and/or child labour, including in the supply chain to the extent feasible.

e Working conditions and management of working relationships

Wages, benefits and conditions of work should ensure the right for decent work for
employees involved in the projects subject to Bank’s financing.

e Occupational Health and Safety

BSTDB E&S Policy envisions ensuring healthy and safe working environment for
workers involved in Projects subject to Bank’s financing.

Selected ILO conventions ratified by the Russian Federation listed in Annex 1 are
considered as applicable Global standards.

Pollution prevention and abatement, resource efficiency, and climate change

e BSTDB is committed to finance operations that seek to prevention pollution at
source where possible, apply energy efficiency measures, and reduce
greenhouse gas (GHG) emissions. The Directive 2010/75/EU on industrial
emissions* and WHO Air Quality Guidelines?s is considered as applicable
EU/Global standards.

e The best available techniques (BAT) approach is widely used; the EU BREF
Emissions from Storage (2006)¢ is treated as an applicable GIIP standard;

e EBRD’'s PR3, IFC's PS3 and IFC's General EHS Guidelines are also
considered as applicable GIIP standards;

¢ Climate change impact and GHG emissions:

According to GIIP standards (IFC PS3) GHG emission inventory and reporting is
required for projects generating or expected to generate over 25,000 tonnes of CO»-
equivalent per annum (both direct and indirect).

e Community health, safety and security

e The WHO standards of air quality are considered as applicable Global
standards; the relevant pollutant concentration limits should be met on the
boundary of ownership;

e |FC’'s PS4 and EBRD’s PR4 are treated as the applicable GIIP standards.

14 The European Parliament and the Council of the European Union (2010). The Directive 2010/75/EU
on industrial emissions (integrated pollution prevention and control). Available at: https://eur-
lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32010L0075&from=EN

15 World Health Organisation (WHO) (2005). Air Quality Guidelines Global Update 2005. Particulate
matter, ozone, nitrogen dioxide and sulfur dioxide. Available at
http://www.euro.who.int/ _data/assets/pdf file/0005/78638/E90038.pdf?ua=1

16 European Commission (2006). Integrated Pollution Prevention and Control. Reference Document
on Best Available Techniques on Emissions from Storage. Available at
http://eippcb.jrc.ec.europa.eu/reference/BREF/esb _bref 0706.pdf
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Land acquisition, involuntary resettlement and economic displacement
e There is no specific Policy requirements or applicable EU/Global standards on
this topic;

e The Project envisions land acquisition; it results in no physical resettlement,
but it does incur economic displacement. For this reason, EBRD’s PR5 and
IFC’s PS5 are considered as applicable GIIP standards.

Living natural resources, biodiversity, and ecosystem services

e Convention on Biodiversity Conservation?'’ is the key international legal act and
the key Global standard;

e EBRD’s PR6 and IFC’s PS6 are considered as applicable GIIP standards.

Cultural heritage

Potential impacts to any cultural heritage that may be affected by the Project to be
financed by BSTDB should be identified, assessed, prevented, and, if prevention is
impossible, mitigated.

The UNESCO conventions serve as applicable EU/Global standards on this topic; as
a minimum, the following UNESCO Conventions could be applied:

e Convention Concerning the Protection of the World Cultural and Natural
Heritage (1972)s;

e The Convention on the Protection of the Underwater Cultural Heritage (2001)2;
and

e Convention for the Safeguarding of the Intangible Cultural Heritage (2003)2.
IFC’'s PS7 and EBRD’s PRY7 are the applicable GIIP standards.

Indigenous peoples

BSTDB requires from its clients to identify potential risks and impacts on Indigenous
Peoples during the ESIA process.

e The ILO Indigenous and Tribal Peoples Convention (1989)2 is the applicable
Global standard;

e |FC’s PS8 and EBRD’s PR8 are the applicable GIIP standards.

17 The Convention on Biological Diversity (1992). Available at https://www.cbd.int/doc/legal/cbd-en.pdf.

18 United Nations Educational, Scientific and Cultural Organization (UNESCO) (1972). The Convention
Concerning the Protection of the World Cultural and Natural Heritage. Available at:
http://whc.unesco.org/en/175

19 United Nations Educational, Scientific and Cultural Organization (UNESCO) (2001). The Convention
on the Protection of the Underwater Cultural Heritage. Available at:
http://unesdoc.unesco.org/images/0012/001260/126065e.pdf

20 United Nations Educational, Scientific and Cultural Organization (UNESCO) (2003). The Convention
for the Safeguarding of the Intangible Cultural Heritage. Available at:
http://unesdoc.unesco.org/images/0013/001325/132540e.pdf

2L International Labour Organisation (ILO) (1989). Indigenous and Tribal Peoples Convention.
Available at: https://www.ohchr.org/EN/Professionalinterest/Pages/Indigenous.aspx
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2.2.

The applicability of the requirements on indigenous peoples to the Project is
discussed in Section 5.8.

Russian Legislation Requirements

Russian legislation in the EHS area is very diverse, and its general analysis is out of
scope of this report. The brief points below aim to provide the general information on
the similarities and differences between the Russian legal requirements and the
BSTDB’s and EU/Global requirements in the areas identified above for the purpose
of this ESIA GAP analysis only.

Environmental impact assessment and public consultations
e EIA process

The requirement for the conducting the assessment of environmental and related
social and economic impacts of a planned economic and other activity is established
by the RF Law on the Environmental Protection22. The Project is subject to the State
Environmental Review (SER)2 provided by the competent authorities and the OVOS
(national EIA) provided by the Project Proponent.

The SER at the federal level is conducted by the Federal Service for the Supervision
of Nature Resource Management.

The EIA procedure is set out in the Regulation on the Environmental Impact
Assessment of Planned Activities in the Russian Federation (the OVOS Regulation)2-.
The OVOS is conducted in three phases:

1. Notification, preliminary assessment and the OVOS ToR formulation;

2.  Environmental impact assessment per se and preparation of the draft OVOS
Report;

3. Finalisation of the OVOS Report.
o EIA Scope

The OVOS Regulation (2000) stipulates the need for considering
environmental as well as socio-economic impacts of the proposed
economic activity.

22 Federal Law No. 7-FZ On the Environmental Protection of 10 January 2002 as amended on 31
December 2017. Available at
http://www.consultant.ru/cons/cgi/online.cgi?req=doc&base=LAW&n=287111&fld=134&dst=1000000
001,0&rnd=0.7073980686979353#05402110916301386

23 Federal Law No. 174-FZ On Environmental Review of 23 November 1995 (amended as of 3 August
2018). Available at
http://www.consultant.ru/cons/cgi/online.cgi?req=doc&base=LAW &n=304402&fld=134&dst=1000000
001,0&rnd=0.05413313127288388#05754386399366245

Federal Law No. 422-FZ of 28 December 2017 On Amending Article 14 of the Federal Law on the
State Environmental Review and Article 12 of the Federal Law on Amending the Federal Law on the
Environmental Protection and Certain Legal Acts of the Russian Federation. Available at
http://www.consultant.ru/law/hotdocs/52059.html/

24 RF State Committee on the Environmental Protection Order of 16 May 2000 No. 372 On the Approval
of the Regulation on the Environmental Impact Assessment of Planned Activities in the Russian
Federation. Available at http://base.garant.ru/12120191/#ixzz5VcOS9Zwy.
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o Alternative analysis

The OVOS Report should include assessment of impacts for all Project
alternatives including namely alternative sites and project technolo