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Executive Summary

The Eligibility Assessors have had little difficulty in determining that the present two closely
linked Complaints, as submitted by the same Complainant in November and December 2011,
clearly satisfy the eligibility criteria for a Compliance Review as set out under the
Project Complaint Mechanism (PCM) Rules of Procedure (RPs). At the general level, it is
clear that both Complaints concerns a Project that has been approved for financing by the
Bank and actions or inactions that are the responsibility of the Bank, that it describes the harm
likely to be caused, the PCM function requested and the outcomes sought, and that the
Complainant enjoys standing to complain as a representative of the Organisation “Eko-Svest”.
In addition, at the more specific level, it is quite clear that each of the individual instances of
non-compliance alleged in the Complaints satisfies the relevant and applicable specific
eligibility criteria listed under the PCM RPs. Each allegation of non-compliance also provides
details of the Relevant EBRD Policy at issue.

This Eligibility Assessment includes detailed Terms of Reference for the envisaged
Compliance Review, setting out the key compliance questions to be addressed, the key
Relevant EBRD Policies at issue, and the essential steps to be taken in the conduct of the
Compliance Review, as well as its scope and time-frame.



Background

1. On 7 November 2011, the Project Complaint Mechanism (PCM) Officer of the European
Bank for Reconstruction and Development (EBRD) received a Complaint (“Complaint™)
regarding the Boskov Most Hydro Power Project in FYR Macedonia (the “Project”) and this
Complaint is included as Annex 1 to this report. The Complaint was made by Ms Ana
Colovic Lesoska of Eko-svest (the “Complainant™), and, in accordance with PCM RP 10, was
registered by the PCM Officer on 14™ November 2011. Based on the requirements of the
PCM RP 12, the PCM Officer informed all interested parties of the registration of the
Complaint and subsequently designated one of the PCM Experts, Mr Graham Cleverly to
assist in the eligibility assessment (the “Eligibility Assessment”) of the Complaint.
Subsequently, a further Complaint regarding the Boskov Most Hydro Power Project was
received from the same Complainant on 30" December 2011 and this was registered on 10"
January 2012 and is included as Annex 2. Details of both registrations were posted on the
online PCM Register of Complaints and can be  viewed at
http://www.ebrd.com/pages/project/pcm/register.shtml.

2. The original Complaint refers to the Mavrovo National Park where the Project will be
mainly situated as an Emerald Site and future Natura 2000 site and raises concerns about the
adequacy of the assessment of the environmental risks to mammals and birds and landscape,
as reported in the Environmental and Social Impact Assessment Report (ESIA), as well as
issues concerning cumulative impacts on the local climate, inadequate assessment of benefits
versus costs and a lack of assessed alternatives to the proposed Project. The original
Complaint also raises concerns about an incomplete biodiversity assessment and the alleged
destruction of natural and critical protected habitats and cites the Balkan lynx as an example
of a valuable species threatened by the Project. The original Complaint also alleges that a
Strategic Environmental Assessment is required under FYR Macedonian law for the FYR
Macedonian Government’s renewable energy strategy, as well as for the Mavrovo National
Park Management Plan which is expected shortly, once Mavrovo achieves its anticipated
official National Park status. The Complainant alleges none of these strategic environmental
assessments have been carried out to date and that the Client ELEM is therefore unable to
follow the mitigation hierarchy set out in the Bank’s 2008 Environmental and Social Policy
(E&SP).

The additional Complaint alleges that the Ministry of Environment and Physical Planning
(MoEPP) has not yet approved the Environmental and Social Assessment Plan (ESAP) and
thus the environmental impact assessment process is not yet completed and the national
planning requirements in this respect have not been met, and therefore EBRD should have
waited for the national process to be finalised and only then considered approving the Project
for funding.

The Complainant seeks a Compliance Review of the Project under the PCM. Additional
information on the Project and the Complaint are presented in the relevant sections of this
Report.

3. On 8™ November 2011 the EBRD Board of Directors approved a project for the provision
of a sovereign guaranteed loan of up to EUR 65 million for the Boskov Most Hydro Power
Project (EBRD Operation ID 41979), in the FYR Macedonia. The overall financing cost is
EUR 84 million excluding any contingencies, but including an EUR 19" million equity stake

! Excluding contingencies.



by AD Elektrani na Makedonija (ELEM), a 100% state-owned electric power utility in FYR
Macedonia responsible for mining and power generation. The Project entails construction of a
70MW power plant located near the town of Debar in western FYR Macedonia. The Project is
intended to utilise the full hydro potential® of the tributaries that combine to make up the river
Mala Reka and will include a 34 metre high dam and storage reservoir (22ha surface area)
near the village of Tresonce located in the Mavrovo National Park. The tributary intakes and
dam will have provisions for maintaining an environmental flow and an overflow spillway for
high flow events. Annual generation is forecast to be around 118 GWh. The Mala Reka forms
the south western boundary of the Mavrovo National Park and most of the project
(approximately 80%) will be located in the Mavrovo National Park.

Relevant Facts

4. The Project was originally conceived in the 1950s, including consideration of a number of
different options.

5. The Project received EBRD concept clearance on 13" August 2010 and was the subject to a
final review on 8" July 2011 prior to its submission to the EBRD Board of Directors for
consideration and approval at its meeting on 8" November 2011 The Project had been
categorised as “A” in accordance with the Bank’s E&SP 2008.

Steps taken to Conduct Eligibility Assessment

6. On 14™ November 2011 the PCM Officer notified the relevant parties, including the
Complainant, the Client and the relevant departments and teams within the EBRD, including
the Environmental and Sustainability Department (E&SD), that the original Complaint dated
7" November 2011 had been registered.

7. Following the registration of the Complaint in accordance with PCM RP 17, the PCM
Officer appointed one of the PCM Experts, Mr Graham Cleverly as the Eligibility Assessment
Expert on 21* November 2011. Thus, Mr Cleverly and the PCM Officer Ms Anoush Begoyan
are the PCM Eligibility Assessors for the purposes of the Eligibility Assessment of the
original Complaint. Due to the receipt of an additional Complaint concerning the Boskov
Most Hydro Plant Project from the same Complainant dated 30" December 2011 and the
requirement for responses from interested parties comprising the Bank and the Client, the
Eligibility Assessment Expert finally commenced work on the eligibility assessment covering
both the original and additional Complaint (“the Complaints”) on 28" January 2012

8. In line with PCM RP 13, the Complaints have been posted on the PCM Register
(http://www.ebrd.com/pages/project/pcm/register.shtml)

9. Pursuant to PCM RP 15, the PCM Officer requested a written response to the original
Complaint by Bank Management. The response (the “Response”) was received on 15"
December 2011 (Annex 3). The PCM Officer also requested a response to the original
Complaint from the Client, and their response (dated 12" December 2011) is included as
Annex 4 to this Report.

10. An additional Complaint was received from the Complainant on 30™ December 2011 and
is included in this report as Annex 2. A written response was requested from Bank

2 Less any biological minimum flow requirements.



Management and the Client. The Bank Management forwarded their response to the
additional Complaint (dated 26™ January 2012), which is also included as Annex 3 to this
Report. The written response from the Client to the additional Complaint (dated 16™ February
2012) is also included as Annex 4.

11. During the Eligibility Assessment, the Eligibility Assessors undertook an extensive
review of the Complaints, the Bank Responses, the response of the Client, including all of the
supporting documents attached to them. They also reviewed various Project documents
produced by the Bank and by the Client and held meetings with relevant Bank Operations and
Environment and Social Department staff in separate meetings on 24™ February 2012. In
addition and in accordance with PCM RP 25, the Eligibility Assessment Expert undertook
productive fact-finding/ clarification meetings in Skopje with the Client on 8" February 2012,
and with the Complainant on 7" February 2012.

12. The Eligibility Assessors are of the opinion that they have reviewed sufficient information
to consider the eligibility of the Complaints and that no additional steps, such as a Project site
visit or retaining of additional expertise, are necessary at this stage.

Summary of the positions of the relevant Parties

13. There are three relevant parties whose positions were reviewed during the Eligibility
Assessment process: the Complainant, the Bank and the Client.

14. The position of the Complainant, as presented in the Complaints, and including, where
appropriate, additional information provided during discussions in Skopje on 8" February
2012, can be summarised as follows:

a) The original Complaint raises concerns about the alleged inadequacy of the appraisal
of environmental risks in the ESIA related to the impact of the proposed Boskov Most
Hydro Power Project on mammals, birds and landscapes in the Mavrovo National Park,
where 80% of the Project components will be located. The original Complaint also
alleges that the environmental appraisal, as undertaken, did not provide a proper
analysis of the cumulative impacts to the climate, and did not provide a proper analysis
of alternatives. The Complaint also alleges that the published report on environmental
risks failed to include important lists of species such as mammals and birds found in
the project area. During discussions with the Complainant in Skopje, on 7" February
2012, the incorrect reference to section 3.6 of the E&SP was corrected to section 3.16
of the E&SP.

b) The original Complaint further alleges that the biodiversity assessment in the
appraisal of environmental risks is incomplete by virtue of missing data. The
Complaint alleges that this is demonstrated by the requirement in the Environmental
and Social Action Plan (ESAP) for detailed bio-monitoring to be conducted over four
seasons, including installation of camera traps to identify the presence of large
mammals, to be undertaken before construction starts. The Complaint also cites the
requirement in the ESAP for bio-monitoring and the preparation of a study for
monitoring of existing flora in the project area as evidence of a lack of data available
for the development of the ESAP. During discussions in Skopje on 7th February 2012,
the Complainant clarified the quoted references in the Complaint regarding detailed
bio-monitoring in all four seasons, including installing animal traps and also regarding
bio-monitoring and a preparation of a study for monitoring of existing flora. These
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references are incorrectly attributed to the ESAP in the Complaint and are quoted
directly from the ESIA recommendations (see p 251-252), and summarised in the
ESAP section 6.2 (but without giving specific details of the four season timescale
recommended in the ESAP). See also recent correspondence between the Complainant
and the Bank regarding bio-monitoring included as Annex 5.

c) Furthermore, the original Complaint alleges that the Project will result in destruction
of natural and critical habitats, that the benefits of the Project have not been shown
to outweigh the costs, that alternatives including wind, solar and sustainable biomass
have not been properly assessed and the area for the project could be considered a
“critical” habitat by virtue of the proven presence of the Balkan lynx in the Project
area, which, according to Macedonian scientists, is a critically endangered species.
During discussions in Skopje on 7™ February 2012, the Complainant provided further
information comprising maps showing current and proposed zoning of the Mavrovo
National Park following the recent “re-valorisation” exercise, as well as maps showing
the location of the electronically tagged lynx “Marko” in relation to the Boskov Most
HPP and movements of this lynx throughout the park. Also during the above
discussions, the Complainant indicated that the Mavrovo National Park is the only area
of habitat for the Balkan Iynx throughout the Balkans, where there is clear evidence of
breeding animals. The Complainant also provided a letter from the IUCN/SCC cat
specialist group dated 2" February 2012 regarding the alleged distinctiveness of the
Balkan lynx as a sub-species. The letter is included as Annex 6. The Complainant also
indicated at the meeting on 7™ February 2012 and in subsequent correspondence dated
27" A3pri| 2012, that soon there will be an official assessment of the Balkan lynx by the
IUCN®.

d) Finally the original Complaint alleges that a Strategic Environmental Assessment
(SEA) for renewable use of energy sources is obligatory under National FYR
Macedonian Law, but has not been prepared and that a new law proclaiming
Mavrovo as a new National Park shortly will require a Management Plan under FYR
Macedonian Law, which will also require an SEA. Thus, the Complaint alleges that the
Client (ELEM) is in breach of the requirements on legal permitting as set out in the
E&SP (2008) and cannot therefore follow the required mitigation hierarchy. During the
discussions in Skopje on 7" February 2012, the Complainant provided various
abstracts of FYR Macedonian laws and by-laws, supporting the allegation that strategic
environment assessments (SEAs) are mandatory for short, medium and long term
planning documents, including renewable energy. During discussions in Skopje on 7"
February 2012, the Complainant also stated that the Mavrovo National Park has been
an officially protected area since 1949. In 2004 the FYR Macedonia adopted a new law
on nature and, according to Article 187, paragraph 1 of this law, the protected areas
(including the Mavrovo protected area) will be “re-valorised” within 3 years and new
acts will be drafted in accordance with the provisions of the 2004 law. Following the
re-valorisation exercise a Management Plan is expected to be developed for the
protected area, a public hearing will take place and the area will be (re)declared a
protected area by law.

% The Complainant has recently pointed out in correspondence dated 27" April 2012 that “1. New molecular-genetic findings
have clearly confirmed the distinctiveness of the Balkan lynx from the Carpathian population (Breitenmoser-Wi,rsten&
Obexer-Ruff 2003) and hence its phylogenetic particularity and 2. The assessment reveals that beyond doubt, the Balkan lynx
has to be considered as Critically Endangered according to IUCN criteria”.
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e)

The additional Complaint regarding the Boskov Most Hydro Plant Project alleges that
“the FYR Macedonian Law provides for the environmental impact assessment
process to be carried out in close consultation with the public and also allows for
Complaints at various stages of the process”. The additional Complaint concludes
that, to date, no decision has been issues by the Ministry of Environment and Spatial
Planning (MoEPP) for the Boskov Most Hydro Plant Project and thus the
environmental impact assessment process for the Project is not yet finished and
national requirements in this respect have not been met. During discussions in Skopje
on 7™ February 2012, the Complainant indicated that, according to her latest
information, the MoEPP Commission to evaluate the ESIA is still not set up.
Furthermore, according to the Complainant’s recent correspondence dated 27" April
2012, the MoEPP has still not made a decision about the study, as there has been no
decision on the Ministry’s website yet.

15. The Bank’s Response to the original and additional Complaint can be summarised as
follows:

a)

b)

The Bank confirms in its revised response dated 15" December 2011 that the original
Complaint raises a number of points regarding the E&SP and seeks to demonstrate in
its detailed response that there have been no breaches of the E&SP and maintains that
every effort has been made by the Bank to minimise the impact of the Boskov Most
Hydro Power project on protected areas and potentially sensitive ecosystems and to
comply with FYR Macedonian law.

Regarding the alleged incomplete ESIA in the original Complaint, the Bank cites the
relevant Policy Performance Requirements (PRs) 1.5 and 3.6 and refers separately to
each of the alleged shortcomings in its response as follows:

i) Mammals: The experts who prepared the ESIA based their conclusions
on a desktop evaluation of the scientific literature and cooperated
closely with experts concurrently conducting a study of lynx and other
mammals in the Mavrovo National Park. As a result, the Bank
maintains the study was based on the most recent data available. The
analysis concluded that the lynx and mammals serving as prey to the
lynx are found preferentially at higher elevations and less frequently in
the lower areas of Mala Reka where the main project elements will be
located. Thus, it was agreed with the experts that there was no need to
describe lynx and other mammals in great detail in the ESIA since there
would be only limited impact on these mammals. The Bank maintains
that these conclusions are fully supported by the Annexes attached to
the original Complaint which are included in this report as part of the
Bank’s response in Annex 3. At the meeting with E&SD Bank staff on
14™ February 2012, the Bank staff confirmed the application of the
“Precautionary Principle” which underpins the E&SP, in relation to
protection of the lynx’s “critical habitat”, but pointed out that the main
potential threat to the lynx’s habitat posed by the Project would mainly
be in the winter months when prey were scarce and the animals’
hunting range would be most extended. However, during the winter
months the Project construction activities would be mainly stopped due
to weather conditions and, therefore, the Project would not pose a
significant threat to the lynx or its prey.



i) Birds: The conclusions in the ESIA are based on authoritative studies
undertaken between 2004 and 2010, which noted only three of the 77
species listed of Conservation Value were likely to be present in the
Project area. According to the Bank’s response, only temporary impacts
could be expected from the construction phase and during operation of
the Project the new open water habitat would attract different species of
birds without driving away any existing species.

iii) Landscape: The narrative and descriptions of the current landscape and
potential changes are considered more than adequate in the Bank’s
response.

iv) Cumulative impact on climate: The Bank points out that the ESIA
concludes the relatively small changes in greenhouse gas emissions
arising from the Project would not significantly affect global climate
change but would however contribute to reducing FYR Macedonian
emissions in line with the national strategy.

v) _Alternatives analysis: The Bank’s response indicates that alternatives
should be both “meaningful and realistic”. The Bank pointed out that
Government of FYR Macedonia has previously determined
hydropower development as the most feasible approach for renewable
energy. As a result the analysis of alternatives in the ESIA examined
only options for hydropower development at the Boskov Most site.
However the Bank’s response states that the “do nothing” option
(sometimes called the “zero option”) was included in the options
considered in the ESIA.

vi) List of mammals and birds: The Bank point out that the lists of
mammals and birds referred to in the ESIA were omitted in error from
the draft ESIA Appendices used for public review and comment due to
a word processing error. The Bank response confirms that lists were
provided to the Complainant before the end of the disclosure period and
added to the ESIA on the ELEM website.

Note: The Eligibility Assessor was provided with an electronic copy of the latest version
of the full ESIA and the Environmental and Social Monitoring and Management Plan
(ESMMP), and other miscellaneous documents, following the meeting with Bank staff on
14" February 2012.

¢) Regarding the alleged incomplete biodiversity assessment in the original Complaint,
the Bank cites the relevant Policy Performance Requirements (PR) in PR6 and
confirms that the ESIA was mainly a desktop analysis of terrestrial biodiversity data
together with an aquatic biology field study exercise, which reached well-supported
conclusions based on the most recent data including ongoing studies in the Mavrovo
National Park. The Bank agrees on the need for careful monitoring of biodiversity-
related variables before and during construction and then during operation. The Bank
response concludes that the requirement for a robust biodiversity monitoring
programme should not be considered as evidence of a weak baseline characterisation.
Rather it should give confidence that changes in biodiversity, whether due to the
Project or otherwise can be detected early and addressed as needed to protect the
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d)

resources of the Park. It should be noted that The ESAP refers in section 6.2 to the
need to develop a monitoring plan as part of the comprehensive bio-monitoring
program and the need to establish a baseline prior to construction. See also recent
correspondence between the Bank and the Complainant regarding the need for bio-
monitoring in Annex 5. During the meeting with E&SD Bank staff on 14™ February
2012, it was confirmed that in order to achieve the necessary data collection for the
bio-monitoring and baseline surveys, including use of animal traps and covering all the
four seasons, all as summarised in section 6.2 of the ESAP, and according to the Bank
survey, work in the field had recently commenced by ELEM’s environmental
consultants®. The undertaking of this monitoring work will result in a delay of almost
12 months to the start of the main project construction activities. The bank staff pointed
out that such a delay in starting construction to allow baseline monitoring to be
undertaken is unusual in Bank-funded projects and clearly demonstrates the
commitment of the Client and Bank staff to ensure the baseline survey and bio-
monitoring is undertaken properly before construction® work starts.

Regarding the alleged risk of destruction of habitat without adequate justification
in the original Complaint, the Bank cites the relevant PRs in PR 6.12, PR 6.13 and PR
6.14 and confirms that the project area is without question a protected area, but the area
affected cannot be considered either natural habitat or critical habitat. The Bank’s
response points out that most of the Project area has been modified over centuries by
human activities and the data attached to the response in Annex A and Annex B of the
original Complaint indicate relatively light use of the Project area by sensitive species.
The Bank’s response also confirms that the area affected by the Project is a tiny
fraction of the lynx’s range and must not be considered of particular value in the lynx’s
daily and seasonal movements, given its light usage according to the Annexed plans.
Furthermore, no cumulative impact is expected despite the development of smaller
HPPs upstream of the Project (e.g the small HPP on Tresonecka Reka), since the
creatures are mostly found in upland habitats rather than the forested valley habitat
around the Boskov Most Hydro Plant Project site.

Regarding the alleged missing Strategic Environmental Assessments in the original
Complaint whereby the Complainant alleges that the project is not legally permitted,
the Bank’s response cites the relevant PRs in PR 6.15 and refers to the opinion dated
17"™ March 2010 by the MoEPP, which confirms that a Strategic Environmental
Assessment of the Energy Strategy of FYR Macedonia until 2030 has been undertaken,
which includes a strategic analysis the Boskov Most Hydro Power Project as one of six
proposed new hydro power projects within the Strategy time horizon. The SEA
identified a clear need for an environmental impact assessment based on the FYR
Macedonian legal framework, as well as best international practice. The MoEPP
opinion concludes that the higher level Energy Strategy includes the information
needed for the lower level renewable energy strategy. The Bank response concludes
that the Complainant’s allegation that none of the projects which arise from the

*In correspondence dated 27™ April 2012, the Complainant indicated that at a meeting with ELEM and their Environmental
Consultants on 30" March 2012, it was stated by both ELEM and their Environmental Consultants that the bio-monitoring
has not yet started because the expert team is not yet set up and the bio-monitoring plan has not yet been prepared.

% In correspondence dated 27 April 2012, the Complainant has indicated that ELEM have stated on several occasions that
they do not consider “any activity up to the point of asphalting the roads” as major construction and the Complainant has
therefore requested that the meaning of “construction works” be specified.
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f)

renewable energy Strategy is fully compliant with the EU acquis communauitare is
incorrect.

Regarding the allegation contained in the additional Complaint that the
environmental impact assessment process for the Project is not yet finished and
national requirements in this respect have not been met, the Bank cites the relevant PRs
in PR 1.9 and PR 10.7 and confirms that neither of the PRs referred to in the additional
Complaint require all permits, authorisations and decisions to be made prior to EBRD
Board approval. The Bank maintain that at the time of disclosure, the project ESIA was
determined by the Bank to be fit for purpose of consultation, and the design of the
consultation process took into account FYR Macedonian requirements. Furthermore,
the Bank points out that permitting is often a parallel process to the Bank’s due
diligence process and different stages of permitting are experienced. Specifically, item
1.5 of the ESAP requires ELEM to acquire and report on compliance with all permits
and authorisations from various Ministries including MoEPP, and ELEM is required to
report to EBRD on the status of permitting authorisation and on compliance status.
Regarding stakeholder engagement under RP 10.7, the Bank’s response confirms that
the PR has no statement on timing, but reinforces the requirement that national law
with respect to public information and consultation must be met. The Bank’s response
confirms that neither the Bank nor the Client received any significant comments on the
Stakeholder Engagement plan despite it being in the public domain for four months.
Finally the Bank’s response notes the general concern that projects should not proceed
to Board consideration if local permitting had not been completed and believe this
issue would best be clarified at the policy level since the current ESP does not deal
with this timing issue in relation to Board approval. The Bank’s response indicated
that a review of the ES&P is being undertaken in 2013 and this would be an
appropriate time for the Complainant to raise the general principle of timing and
permitting and their suggestions for addressing it to the Bank’s attention.

16. The position of the Client, as presented in its revised response (see Annex 4) to the
original Complaint dated 15" December 2011, is similar in content to the Bank’s response as
summarised above. It can be summarised as follows, including ELEM’s further comments
shown as footnotes to the text below, recorded during the meeting with the Eligibility
Assessor on 8" February 2012:

a)

b)

Regarding the alleged incomplete ESIA, ELEM maintain that the ESIA was
undertaken by the leading EIA specialist in FYR Macedonia, supported by other
International EIA experts. During discussions with ELEM and their environmental
consultants in Skopje on gt February 2012, ELEM commented that the full ESIA is
only available in Macedonian, although some key sections have been translated into
English. During these discussions ELEM also commented that issues concerning the
alleged threat to the lynx’ habitat had arisen early in the project development and the
environmental team had taken advice from the Mavrovo national Park experts and the
Italian-led team who undertook the re-valorisation of the park. As a result of these
consultations ELEM had concluded that the lynx’s prey and thus its natural habitat
were usually high mountain areas i.e. not the valley and forest areas impacted by the
project and for this reason the alleged threat to the lynx’s habitat had been largely
“scoped out” of the ESIA.

The ELEM response also points out that the area around the Boskov Most Hydro Plant
project is not a strictly protected zone but is designated as one to be open for
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d)

sustainable use. The response then points out that the potential effects on the area will
be very limited and many will be temporary and that cumulative effects would also be
very limited. Similarly, the response maintains the biodiversity impact was found to be
very limited in the ESIA and only minor impacts were anticipated on the main species
of concern comprising lynx and otters. Furthermore, the Client’s response points out
that the project area is not characterised by pristine habitats and the primary potential
for impact on habitats is in the development of road infrastructure. The response for
this component of the Complaint continues that the main habitat loss will be grasses
and scrubs of the semi-natural habitats in the areas of the dam, reservoir and
powerhouse locations. Finally, the Client’s response to this component of the
Complaint refers to the likely minor changes in temperature and humidity arising from
the reservoir (with a surface are of only 22 ha) and concludes that changes will be
minor, with some potential benefits to biodiversity since the reservoir will increase in
biomass and provide better conditions for other species of flora and fauna.

Regarding the allegation of incomplete biodiversity assessment, ELEM maintain in
their response that the presence and use of the Boskov Most site by the Balkan lynx
and other large mammals was considered by expert biologists and, it was concluded
that the largest area of the project is the future reservoir, much of which is pastureland
and unlikely to be used much by the main prey species and therefore the lynx. Note,
ELEM’s comments regarding the missing data in the published ESIA are virtually
identical to the Bank’s response, as summarised already above. Regarding the desktop
analysis of biodiversity data, ELEM maintain extensive discussions were held with the
Management Team of the Mavrovo National Park and the conclusions were well
supported based on most recent data. Note, ELEM’s comments regarding the need for
monitoring potential impacts during project construction and operations are virtually
identical to the Bank’s response, as summarised already above.

Regarding the alleged risk of destruction of habitat without adequate justification,
ELEM maintain that the justification for the Project is set out clearly in the ESIA, and
in the recently published national Energy Strategy (to 2030), and the Renewable
Energy Strategy. ELEM acknowledge that the Project area is located in a protected
area, but point out that the area is neither composed of significant areas of natural
habitat, nor critical habitat. Other comments by ELEM on this component of the
Complaint repeat more or less verbatim the positions as already reported under this
component by the Bank-see above.

Regarding the alleged missing Strategic Environmental Assessments whereby the
Complainant alleges the project is not legally permitted, ELEM maintain that the
Energy Strategy of FYR Macedonia, including its SEA report, includes the Boskov
Most project as one of six new hydro-energy projects within the Strategy time horizon
and the SEA reports include a strategic analysis and environmental assessment of the
planned projects, including the Boskov Most Project. In relation to the alleged need
for an SEA for the Mavrovo National Park, ELEM maintain that SEAs for other
National Parks with National Park Management Plans comprising NP Galicica and NP
Pelister in FYR Macedonia have not been prepared. However, ELEM acknowledge
that an SEA for Mavrovo National Park Management Plan will eventually be needed,
but this is still subject to MoEPP’s decision. During the development of this EAR
ELEM forwarded an official response from the MOEPP dated 17" March 2012,
challenging the allegation by the Complainant that the Project is not legally permitted.
The translation of this Opinion in English is included in this Report as Annex 7.
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f) Regarding the alleged additional Complaint that the environmental impact
assessment process for the Project is not yet finished and national requirements
in this respect have not been met, a response from ELEM was received dated 16"
February 2012 and is included in this report as Annex 4. During discussions with
ELEM and their environmental consultant in Skopje on 8" February 2012, ELEM
confirmed that the MOEPP have recently set up the Review Commission® and have
begun their review of the ESIA.

Assessment

17. Following registration of the original and additional Complaints, the PCM Rules of
Procedure require the Eligibility Assessors to issue their Eligibility Report within 40 Business
Days. Eligibility of the Complaint is determined in accordance with PCM RPs 17-29.

18. The Eligibility Assessors have concluded that:

i. The Complainant is an Individual and is representing an Organisation (Eko-Svest) and
thereby satisfies PCM RP2.

The Complaints relate to a Project that has been approved for financing by the EBRD. The
Bank has agreed to support the Project— and has not withdrawn it— and thereby satisfies the
requirements of PCM RP 19 (a);

ii. The Complaints describe the harm caused, or likely to be caused, by the Project as per
PCM RP 19 (b);

iii. The Complaints contain an indication of which PCM function the Complainant expects the
PCM to use in order to address the issues raised in the Complaints, namely a Compliance
Review (PCM RP 20 (2));

iv. The Complaints offer an indication of the outcome sought as a result of the use of the PCM
process; i.e. that “it will become clear to the Bank that financing the project and acting in
accordance with its own policies is not possible. The Complainant would expect that the
EBRD would not support the project until all relevant legal processes in the country have
been concluded and will ensure proper assessment (e.g. of alternatives), mitigation measures
and structures in order to prevent biodiversity loss. This would mean that the EBRD would
wait for the law on proclamation of Mavrovo as a National Park to be adopted and a
Management Plan for the “Mavrovo” National Park to be prepared” (PCM RP 20 (b));

v. The Complainant has supplied copies of correspondence, notes, or other materials related to
its communications with the Bank and or other Relevant Parties (PCM RP 20 (c)); and

vi. The Complainant has provided details of the Relevant EBRD Policy (i.e. the
Environmental and Social Policy 2008) it believes to be at issue in the Complaint (PCM RP
20 (d)).

®n correspondence dated 27" April 2012, the Complainant pointed out that the decision has still not been made according
to the Ministry website.
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19. Pursuant of the PCM RP 22, the Eligibility Assessors have established that the
Complainant has made good faith efforts to address the issues raised in the Complaints by, in
particular raising the issue with the Management of the Bank.

20. In determining the Eligibility, the Eligibility Assessors have also, in line with PCM RP
23, established that the Complaints relate to alleged inactions that are the responsibility of the
Bank; and that it alleges more than minor technical violations of EBRD policy.

21. The Complaints do not fall under any of the categories provisioned in PCM RP 24.

22. Consequently, based on an evaluation of the eligibility criteria set out in the PCM RPs 17-
24 and on the analysis of the relevant documents, including the Complaints, Bank Response,
Response by the Client and other relevant project documentation submitted by the Bank and
the Client, and including discussions with the Client and Complainant in Skopje and the Bank
staff in London in February 2012, the Eligibility Assessors declare the Complaints to be
eligible for a Compliance Review.

23. The Compliance Review should assess whether and — if so — which EBRD policy or
policies may have been violated and if harm has been caused due to action or inaction on the
part of the Bank. In line with PCM RP 28(b), the terms of reference for a Compliance
Review, identifying the type of expertise required to carry out the review, as well as the scope
and time frame for the review, are presented below.
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Terms of Reference

Compliance Review Expert

1.

Scope

In accordance with PCM, RP 35, the PCM Officer appoints PCM Expert Dr. Owen
Mclntyre as the Compliance Review Expert for this Compliance Review.

The Compliance Review Expert shall conduct the Compliance Review in a neutral,
independent and impartial manner and will be guided by principles of objectivity and
fairness giving consideration to, inter alia, the rights and obligations of the Relevant
Parties, the general circumstances surrounding the Complaint and due respect for
EBRD staff.

These Terms of Reference apply to any inquiry, action or review process undertaken
as part of the Compliance Review, with a view to determining, as per PCM RP 36 if
(and if so, how and why) any EBRD action, or failure to act, in respect of the Project
has resulted in non-compliance with a relevant EBRD Policy, in this case
Environmental and Social Policy 2008 and, if in the affirmative, to recommend
remedial changes in accordance with PCM RP 40.

These Terms of Reference are limited to reviewing actions or inactions by the EBRD
in relation to the relevant EBRD policy. These Terms of Reference (TOR) do not
cover any actions or inactions by the Client ELEM.

If considered necessary following the Compliance Review arrangements for
monitoring and implementation of any recommended changes pursuant to PCM RP
40b shall be included in the Review recommendations.

In conducting the Compliance Review, the Compliance Review Expert will examine
any relevant documents and consult with the Relevant Parties. The Compliance
Review Expert may also carry out a site visit, and employ such other methods as the
Expert may deem appropriate, as per PCM RP 37.

Upon completion of the Compliance Review, the Compliance Review Expert will
prepare a Compliance Review Report setting out his findings. The Compliance
Review Report will include a summary of the facts and allegations in the Complaints,
and the steps taken to conduct the Compliance Review, as per PCM RP 38.

Such processes shall be conducted in accordance with these Terms of Reference
subject to modifications which the Compliance Review 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 review practice.

The Compliance Review shall remain within the scope of the original and additional

Complaint. It shall not go beyond the parameters of the Complaints to address other
iSsues.
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Time Frame

10. The Compliance Review will commence when the Eligibility Assessment Report

11.

containing these Terms of Reference is publicly released and posted on the PCM
website.

Every effort shall be made to ensure that the Compliance Review is conducted as
expeditiously as circumstances permit and it is intended that it shall be concluded
within sixty (60) Business Days of its commencement, within which period a draft
Compliance Review Report will be prepared and sent to the Bank’s Management,
pursuant to PCM RP 41. However, this time period may be extended by the PCM
Officer for as long as is strictly necessary to ensure full and proper implementation of
the Compliance Review. Any such extension shall be promptly notified to all Relevant
Parties.

Procedure: Identification of Core Compliance Issues

12.

The Compliance Review process will examine the core questions of alleged non-
compliance with the requirements of the Bank’s Environmental and Social Policy
(2008) as raised in the Complaints with a view to identifying the central elements of
the Compliance Review, including (without limitation):

A. Regarding The Original Complaint dated 7" November 2011

1. Alleged incomplete appraisal of environmental risks (reference E&SP (2008)
sections: PR1.5 and PR 3.16):

i. Whether there was an inadequate appraisal of environmental risks in the ESIA
relating to the proposed Boskov Most Hydro Power Plant generally, and
specifically whether the appraisal properly addressed the impact on mammals,
birds and landscapes or provided a proper analysis of alternatives to the
project. Note: The original Complaint also alleges that the published report on
environmental risks failed to include important lists of species such as animals
and birds found in the project area but the Complainant had acknowledged
that this was an error by the ELEM and the lists were subsequently provided
to the Complainant and included on the ESIA website. This component of the
original complaint has therefore not been included in the Compliance Review.

ii. Whether, as part of the appraisal of environmental risks, adverse project
impacts on ambient conditions, including a) the finite assimilative capacity of
the environment ,b) the projects proximity to ecologically sensitive or
protected areas and c) the potential for cumulative impacts with uncertain and
irreversible consequence, have been properly assessed.

iii. Whether as part of the appraisal of environmental risks, the environmental
baseline data used in the appraisal was based on recent information and was
at an appropriate level of detail.

iv. Whether a suitable proposal for mitigation measures has been developed.
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2. Alleged incomplete biodiversity assessment (reference E&SP (2008) section
PR6.6):

v. Whether the biodiversity assessment as undertaken is incomplete by virtue of
the inadequate identification and characterisation of potential impacts on
biodiversity, likely to be caused by the project, using a precautionary approach
and reflecting the concerns of stakeholders. The alleged inadequacies of the
assessment are highlighted in the original Complaint by the missing data
identified in the ESIA and resulting in the ESAP’s recommendations in section
6.2 for the development of a comprehensive bio-monitoring programme in
order to establish a robust baseline covering flora, fauna and habitat,
sufficient to allow evaluation of project impacts on key receptors, all to be
undertaken prior to construction.

3. Alleged Destruction of Habitat (reference E&SP (2008) sections PR1.9, PR6.12,
PR 6.13, and PR 6.14):

vi. Whether the proposed Project area should be considered a ““natural or critical
habitat” as defined in the E&SP and if so, whether the requirements of the
relevant PRs above have been met regarding no significant degradation
unless: no feasible alternatives exist, overall benefits outweigh costs including
environment and diversity, and appropriate mitigation measures are put in
place.

vii. Whether the technically and economically/financially’ feasible alternatives to
the project comprising wind, solar and sustainable biomass have been
properly assessed in the absence of a Strategic Environmental Assessment of
the FYR Macedonia’s strategy for use of renewable energy resources.

viii. Was a reasonable approach used by the Bank to determine sufficiently whether
the Balkan lynx will be significantly adversely affected by the Project
(reviewing all data, mitigation measures, discussing with relevant people and
ensuring there would be adequate monitoring information to verify
assumptions prior to construction works taking place).

ix. If the PCM expert does not believe that the Bank’s approach above was
reasonable, what recommendations does the PCM expert have on the level of
information which would have been adequate to meet the Bank’s requirements
a) for the purpose of public consultation, b) for the purposes of a Board
decision on financing, and c) prior to construction works taking place?

4. Alleged strategic environmental assessment lacking and that the proposed
development is not legally permitted (reference to PR6.15):

X. Whether the absence of an SEA for renewable energy resources as allegedly
required by FYR Macedonia law resulted in due process not being been
followed by the Client ELEM who was allegedly unable to demonstrate that the

" Note PR 1.9 of the E&SP refers to technically and financially feasible alternatives to be included in A category projects
whilst PR 6.12 refers to (no) technically and economically feasible alternatives as one of the criteria for building Projects in
areas defined as natural habitats.
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proposed development was legally permitted and was thus not able to follow
the mitigation hierarchy as required in PR 6.15.

B. Regarding the Additional Complaint dated 30" December 2011.

Alleging that in accordance with FYR Macedonian Law, the environmental impact
assessment should be carried out in close consultation with the public and that it
allows complaints to be assessed at various stages of the process (reference PR1.9 and
PR 10.7) and this process has not been adopted yet.

xi. Whether the Bank’s approval of the ESIA and the signing of the loan
agreement by the Bank, despite the alleged incomplete National compliance
requirements®, is contrary to the requirements in PR 1.9, which requires the
ESIA to meet PR 10.7 and any applicable requirement of national law and
other relevant laws, and whether the approval of the ESIA and the loan by the
Bank are therefore in breach of the E&SP.

Note: Any elements which are beyond the scope of the Compliance Review will be
excluded.

Procedure: Conduct of the Review

13. As an initial step the Compliance review Expert will determine the precise
requirements in the specific context of the present Project, of each of the provisions of
the E&SP and the associated PRs in respect of which non-compliance is alleged in the
Complaints. Such provisions notably include PR 1.5, PR 3.16, PR 1.6(v), PR 1.9, PR
6.6, PR 6.12, PR 6.13. PR 6.14, PR 6.15.

14. The Compliance Review Expert may conduct the Compliance Review process in such
a manner as he considers appropriate, taking into account the Rules of Procedure of
the PCM, the concerns expressed by the Complainant as set out in the Complaint, and
the general circumstances of the Complaint. Specifically, the Compliance Review
Expert may:

I. Review the Complaints to identify the compliance issues to be included in the
Compliance Review, specifically whether EBRD complied with its Environmental
and Social Policy 2008;

ii. Review all documentation, including internal memos and e-mail exchanges relevant
to the Complaints;

iii. Consult extensively with EBRD staff involved in the Project including personnel
from the Bank’s Environmental and Sustainability Department, and the Project
Operations Team,

iv. Solicit additional oral or written information from, or hold meetings with, the
Complainant and any Relevant Party;

8 The ESIA has to date not been approved by the MoEPP, although it is understood the review process has started.
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Vi.

Vil.

viil.

Conduct a visit to the Project site to ascertain disputed facts accompanied by such
officials of the Bank, the Complainant or the representatives or the Client, or other
persons, as he may consider necessary and appropriate;

Request the PCM Officer to retain additional expertise if needed,;
Identify any appropriate remedial changes in accordance with PCM, RP 40, subject
to consideration of any restrictions or arrangements already committed to by the

Bank or any other Relevant Party in existing Project related agreements;

Take any other action as may be required to complete the Compliance Review
within the required time-frame.

Procedure: General

iX.

Xi.

Xii.

The Compliance Review Expert shall enjoy, subject to the provision of reasonable
notice, full and unrestricted access to relevant Bank staff and files, and Bank Staff
shall be required to cooperate fully with the Compliance Review Expert in carrying
out the Compliance Review.

Access to, and use and disclosure of, any information gathered by the Compliance
Review Expert during the Compliance Review process shall be subject to the Bank’s
Public Information Policy and any other applicable requirements to maintain
sensitive commercial information confidential. The Compliance Review Expert may
not release a document, or information based thereon, which has been provided on a
confidential basis without the express written consent of the party who has provided
such document.

The Compliance Review Expert shall take care to minimise the disruption to the
daily operations of all involved parties, including relevant Bank staff.

Generally, all Relevant Parties shall cooperate in good faith with the Compliance
Review Expert to advance the Compliance Review as expeditiously as possible and,
in particular, shall endeavour to comply with requests from the Compliance Review
Expert obtaining access to sites, submission of written materials, provision of
information and attendance at meetings.

Compliance Review Report

Xiii.

Xiv.

XV.

In accordance with PCM, RP 38, the Compliance Review Report shall include a
summary of the facts and allegations in the Complaints, and the steps taken to
conduct the Compliance Review.

The recommendations and findings of the Compliance Review Report shall be based
only on the facts relevant to the present Complaints and shall be strictly impartial.

Prior to submitting the Compliance Review Report to the Relevant Parties and to the
Board in accordance with PCM RP 39, or sending the draft Compliance Review
Report to the Bank’s Management, in accordance with PCM RP 41, the Compliance
Review Expert shall ensure that all factual information relating to the Relevant
Parties is verified with them.
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Exclusion of Liability

xvi. Without prejudice to the privileges and immunities enjoyed by PCM Experts, the
Compliance Review Expert shall not be liable to any party for any act or omission in

connection with any Compliance Review activities undertaken pursuant to these
Terms of Reference.
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Annex 1: Original Complaint

7 November 2011

Project Complaint Mechanism

Attn: PCM Officer

European Bank for Reconstruction and Development
One Exchange Square London

EC2A 2JN Fax:

+44 20 7338 7633

E-mail: pcm@ebrd.com

Complaint to the EBRD's Project Complaint Mechanism regarding the
Boskov Most hydropower project, Macedonia

1. Name of the Person(s) or Organisation(s) filing the Complaint (“the Complainant”).
Eko-svest, Macedonia

2. Contact information of the Complainant (please include email address and phone number
if possible).

Ms. Ana Colovic Lesoska
Eko-svest

11 Oktomvri 125/12

1000 Skopje

Macedonia

Tel: + 389 (0)2 3217247
Mob: + 389 (0)72 726104
ana@ekosvest.com.mk
ana@bankwatch.org

3. Is there a representative making this Complaint on behalf of the Complainant?
No.

4. Are you requesting that this Complaint be kept confidential ?

No.

5. Please provide the name or a description of the EBRD Project at issue.

Boskov Most HPP. The project has passed Final Review and is due to be approved on Tuesday 08
November 2011.

6. Please describe the harm that has been caused or might be caused by the Project

Biodiversity:

The Boskov Most HPP project is located in the Mavrovo National Park in Macedonia (more than
80% of the project is located within the Park). The national park “Mavrovo” is one of the richest in
biodiversity areas in the country. It is a home of 50 mammal species, including the wolf, brown
bear, fox, wild cat, chamois and lynx, 129 bird species, 11 species of amphibians (out of total 15
species found on the territory of the entire country), 24 species of reptiles (out of 32 in the country)
and 924 species of invertebrates.

Out of these, 11 mammal species, 45 bird species, 2 amphibian and 13 reptile species found in the
national park are on the list of Appendix Il of the Bern Convention, thus signifying the importance of
the site for the biodiversity protection. Moreover, the “Mavrovo” National Park is an Emerald site
and a future Natura 2000 site.
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The territory of the Mavrovo National Park, and especially the location where Boskov Most is
planned, is used by the Lynx species (according to the existing knowledge it is a separate
subspecies — Balkan Lynx or Lynx lynx martinoi). The Lynx is and Annex Il and Annex IV species of
the Habitat Directive (92/43/EEC).

The proposed project area represents a very important part of the lynx range in the National Park
due to the habitat quality and feeding sources. This is confirmed by recent research conducted by
the Macedonian Ecological Society. In the past 5 years, the Macedonian Ecological Society* has
been implementing a project for the monitoring and protection of the Balkan Lynx. The monitoring
process (that consisted of a survey, placement of a GPS collar on one captured lynx and
installment of camera-traps) proves frequent movement of the monitored Lynx in the project area®.
The monitored Lynx has been feeding most frequently in this particular area. It is estimated that
there are around 30-35 individuals of this species on the territory of Macedonia and that the largest
portion is located in the territory of the Mavrovo National Park. The Balkan Lynx was extinct in
Greece and Bulgaria and it is almost extinct in Albania, Kosovo and Montenegro. Thus, the small
but stable sub-population in Mavrovo National Park (approximately 10 individuals, 7-12 according
to different calculation methods, the result of the intensive camera-trap survey in 2009)® must serve
as a nucleus for the whole population. Both existing literature and the above mentioned research
state that the Lynx is “dominantly present in the western slopes of the Bistra Mountain, towards the
gorge of the Radika River...” which coincides with the Boskov Most project area.

Additionally, the recent process of review of the Mavrovo National Park’s values identified a drop in
number of individuals, of many important species, such as the Chamois and the Lynx. It has been
noted that even though the Park has been the most protected area in the country, large mammals
have been hunted or disturbed and as a result, their populations have dropped. The Study for
valorization of Mavrovo Protected Area’ identifies that destruction of forests, transport
infrastructure and generally, human activity result in disturbance of species and lead to their
decrease in number and possibly extinction, especially with sensitive species.

This leads us to the conclusion that:
- The population of the Balkan Lynx is very fragile, and numbers are decreasing due to
improper protection and disturbance.
- The Balkan Lynx lives at the Boskov Most HPP planned project area (see Annex 2).

7. If you are requesting the PCM’s help through a Problem-solving Initiative, you must have
made a genuine effort to contact the EBRD or Project Sponsor regarding the issues in this
complaint.

a. Have you contacted the EBRD to try to resolve the harm caused or expected to be caused
by the Project? Is the written record of this contact with the EBRD attached to your
complaint?

b. Have you contacted the Project Sponsor to try to resolve the harm caused or expected to
be caused by the Project? Is the written record of this contact with the Project Sponsor
attached to your complaint?

We are not requesting a Problem-solving Initiative. Nevertheless we have contacted the EBRD and
the project sponsor, ELEM, Macedonia regarding this project. Due to the sensitive issues, we have
also contacted the Ministry of environment and physical planning of the Republic of Macedonia.

www.mes.org.mk
Reports from the monitoring and photos available from the MES office.
Macedonian Ecological Society — unpublished data
http://www.npmavrovo.org.mk/index.php?id=32 and Draft Final Report- Study on Valorisation of Mavrovo
Protected Area, Oxfam lItalia, September, 2011 page 212.

The Study prepared by Oxfam lItalia is in final stage and the final draft document has been made
available to public in September 2011.

A WNPRF
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Communication with the EBRD and Project Sponsor about this project has been undertaken by
several groups: Eko-svest, Front 21/42, Macedonian Ecological Society, Macedonian Green
Center, Eko-skop and CELOR.

The communication has been as follows:

June 14, 2011: Eko-svest has sent a letter to the EBRD regarding the boundaries of the National
Park and the overlapping of the project area with the protected area. The letter has been sent to:
- Alistair Clark, Corporate Director, Environment and Sustainability Department.

July 5, 2011: A meeting was held with the EBRD staff to discuss about the project location. The
following EBRD staff took part at the meeting:

- Mr. Boyd- Carpenter,

- Mr. Mozingo,

- Mr. Mauduit,

- Mr. Corbo.

July 27, 2011: A meeting was held in the office of the Project Sponsor, where a number of affected
citizens and NGOs took part. At the meeting, the NGOs shared their initial concerns with the
project.

August 5, 2011: As part of the commenting period in which the EBRD made available the
Environmental Impact Assessment, the above mentioned groups submitted comments to EBRD
staff and the Project Sponsor, to their offices in Skopje as well as the Ministry of environment and
physical planning. The letter was sent in Macedonian language. The letter is attached as Annex 1.
to this Complaint.

September 27, 2011: A meeting was held with the Ministry of environment and physical planning
where the NGOs presented their concerns with the ESIA study and the project. The Ministry
officials falsely informed the NGOs that the ESIA study has been returned to the Project Sponsor
as inadequate and its completion and correction was requested from the Project Sponsor.

September 12 and 14, 2011- The above mentioned NGOs participated in public hearings for the
project and raised concerns about the project and the sensitive period of its implementation, as the
review of the National Park as well as its re-proclamation has not finished.

October 31, 2011- The Project Sponsor ELEM has sent response to the comments to the ESIA

study (from August 5). The response does not address our concerns about the project and avoids
responding to the essential problems raised.

If you have not contacted the EBRD and/or Project Sponsor to try to resolve the harm or
expected harm, please explain why.
N/A

If you believe the EBRD may have failed to comply with its own policies, please describe
which EBRD policies.

We would argue that the EBRD has failed to comply with its Environmental and Social Policy 2008.
We lay out here the Performance Requirements that we believe have been breached, with a short
explanation of our reasoning.

Incomplete Environmental and Social Impact Assessment Report (ESIA)

The ESIA report has deficiencies. It failed to properly assess the impacts on mammals, birds,
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landscapes. It also did not provide a proper analysis of the cumulative impacts to the climate, and it
did not provide proper analysis of the alternatives. The Report is missing important lists of species,
such as the list of mammals and list of birds found in the project area.

We think that this is a breach of the following provisions of the EBRD's Environmental and Social
Policy 2008:

e PR 1.5. “The appraisal process will be based on recent information, including an accurate
description and delineation of the client's business or the project, and social and
environmental baseline data at an appropriate level of detail.”

e PR 3.6. “To address adverse project impacts on existing ambient conditions, the client will:
(i) consider a number of factors, including the finite assimilative capacity of the
environment, [...] existing ambient conditions, the project’s proximity to ecologically
sensitive or protected areas, and the potential for cumulative impacts with uncertain and
irreversible consequences...”.

Incomplete biodiversity assessment

The fact that the biodiversity assessment is incomplete is evidenced by the Environmental and
Social Action Plan, which stipulates that before construction there should be: “a detailed bio-
monitoring conducted in all 4 seasons” and ‘instalment of camera-traps” in order to identify
presence of large mammals. For the flora, again, lack of data is identified by the Environmental
and Social Action Plan and so “bio-monitoring” and “a preparation of a Study for monitoring of
existing flora in the project area” are preconditions for the construction works.

In our opinion this is in breach of several provisions of the EBRD's Environmental and Social Policy
2008:

e PR 6.6. Through the environmental and appraisal process, the client will identify and
characterise the potential impacts on biodiversity likely to be caused by the project. The
extent of due diligence should be sufficient to fully characterise the risks and impacts,
consistent with a precautionary approach and reflecting the concerns of relevant
stakeholders.

Destruction of habitat without adequate justification

The EBRD Environmental and Social Policy 2008 distinguishes between natural habitats, protected
areas, and critical habitats. The Mavrovo National Park, as an Emerald Site and a future planned
Natura 2000 site, and a home to many valuable species, such as the Lynx, fits all of these
categories.

In our view, the project is not in compliance with the following sections of the Environmental and
Social Policy 2008:

e PR 6.12. Natural habitats are land and water areas where the biological communities are
formed largely by native plant and animal species, and where human activity has not
essentially modified the area’s primary ecological functions. In areas of natural habitat,
there must be no significant degradation or conversion of the habitat to the extent that (i)
the ecological integrity and functioning of the ecosystem is compromised or (ii) the habitat
is depleted to the extent that it could no longer support viable populations of its native
species, unless:

° there are no technically and economically feasible alternatives

° the overall benefits of the project outweigh the costs, including those to the
environment and biodiversity

° appropriate mitigation measures are put in place to ensure no net loss and preferably
a net gain of biodiversity value in the habitat concerned, or, where appropriate, a habitat of
greater conservation value.

Even though the biodiversity costs appear to be high and have yet to be fully quantified, we are not
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convinced that the overall benefits of the project outweigh these costs. For instance, the Boskov
Most HPP will be used to stabilise the energy system in peak times, and would function maximum
of 5 hours per day. In times when Macedonia should be focusing on real solutions for the energy
system and invest in generation capacities that would practically decrease our energy
dependence, the 70 MW produced from Boskov Most do not seem to be significant enough to
justify the damage to be done to the natural habitats and possible extinction of the national symbol
of the country- the Balkan Lynx.

Given Macedonia's potential to expand its use of wind, solar and sustainable biomass, there are
certainly technically and economically feasible alternatives to the project. However the alternatives
have not been properly assessed due to the lack of Strategic Environmental Assessment of the
Strategy for renewable use of energy sources of the Republic f Macedonia.

e PR 6.13: Irrespective of whether it is natural or modified, some habitat may be considered
to be critical by virtue of (i) its high biodiversity value; (ii) its importance to the survival of
endangered or critically endangered species; (iii) its importance to endemic or
geographically restricted species and sub-species; (iv) its importance to migratory or
congregatory species; (v) its role in supporting assemblages of species associated with key
evolutionary processes; (vi) its role in supporting biodiversity of significant social,
economical or cultural importance to local communities; or (vii) its importance to species
that are vital to the ecosystem as a whole (keystone species).

e PR 6.14. Critical habitat must not be converted or degraded. Consequently, in areas of
critical habitat, the client will not implement any project activities unless the following
conditions are met:

o Compliance with any due process required under international obligations or domestic law
that is a prerequisite to a country granting approval for project activities in or adjacent to a
critical habitat has been complied with.

o There are no measurable adverse impacts, or likelihood of such, on the critical habitat
which could impair its ability to function in the way(s) outlined in paragraph 13.

o Taking a precautionary perspective, the project is not anticipated to lead to a reduction in
the population of any endangered or critically endangered species or a loss in area of the
habitat concerned such that the persistence of a viable and representative host ecosystem
be compromised.

o Notwithstanding the above, all other impacts are mitigated in accordance with the mitigation
hierarchy.

The area of the Boskov Most HPP project could be considered as a critical area due to the fact
that:
- ltis a scientifically proven area where the Lynx lives and feeds (please see Annex 2 for the
map of locations),
- It is extremely important for the survival of the Lynx due to the species geographic
restriction (the only location where the Lynx lives as a population on the Balkan peninsula),
- Even though the Lynx lynx species has been classified as Least Concern by the IUCN red
list of species, the subspecies Lynx lynx martinoi (the Balkan Lynx) according the
Macedonian scientists is a Critically Endangered species. Currently there is a process of
officially entering this subspecies in the official taxonomy of cats and reassessment of the
status of this subspecies. Research conducted so far on this subspecies confirms the
proposed status of Critically Endangered.



Strategic environmental assessments lacking

In 2010, the Government of Macedonia adopted a Strategy for renewable use of energy sources till
2020°. A Strategic Environmental Assessment (SEA) for this Strategy was obligatory by national
law and EU acquis communautaire, but was not prepared.

Therefore none of the projects which arise from that Strategy are fully compliant with the EU acquis
communautaire. Since the spatial planning for the area of the National Park is under preparation,
an SEA has still not been prepared.

In addition, the National Park is currently undergoing a review process. A Study on the review of
the National Park's value will soon be submitted to the Ministry of environment and physical
planning and serve as a basis for the preparation of a new Law for proclamation of “Mavrovo” as a
National Park. This process should continue with the preparation of a Management plan for the
National Park and a Strategic Environmental Assessment (SEA) of the Management Plan.

Until this process is finalised, we think that the client is not able to follow the mitigation hierarchy
stipulated in the EBRD’s Environmental and Social Policy.

In our opinion this is in breach of the following Performance Requirement:

e PR 6.15. Areas may be designated by government agencies as protected for a variety of
purposes, including to meet country obligations under international conventions. Within
defined criteria, legislation may permit development in or adjacent to protected areas. In
addition to the applicable requirements of paragraph 14, the client will: [.....]
demonstrate that any proposed development in such areas is legally permitted and
that due process leading to such permission has been complied with by the host
country, if applicable, and the client; and that the development follows the mitigation
hierarchy (avoid, minimise, mitigate, offset) appropriately; [....]

Please describe any other complaints you may have made to try to address the issue(s) at
guestion (for example, court cases or complaints to other bodies).

None at present.

Are you seeking a Compliance Review where the PCM would determine whether the EBRD
has failed to comply with its Relevant Policies?

Yes.

Are you seeking a Problem-solving Initiative where the PCM would help you to resolve a
dispute or problem with the Project?

No

What results do you hope to achieve by submitting this Complaint to the PCM?

We hope that by the investigation made by PCM it will become clear to the EBRD that financing
the project and acting in accordance with its own policies is not possible.

We would expect that the EBRD would not support the project at least until all relevant legal

6 http://www.economy.gov.mk/Uploads/files/sektorskiDok/energetika/Strategija_ OIE_final_mk.pdf



processes in the country have been concluded and will ensure proper assessment (eg. of
alternatives), mitigation measures and structures, in order to prevent biodiversity loss. This would
mean that the EBRD would first wait for the Law on the proclamation of “Mavrovo” as a National
Park to be adopted and the Management Plan for the “Mavrovo” National Park to be prepared.

Signature

nd .



Annex 1
05.08.2011, Ckonje

Oo:

MuvHMCTEpPCTBO 3a XXMBOTHa CpeAuHa U NPOCTOPHO NiaHupawe Ha P.M.
YnpaBa 3a XXMBOTHa cpeauHa - CekTop 3a XKMBOTHa cpeAuHa
OppgeneHue 3a oUeHKa Ha BNMjaHMETO BP3 XXMBOTHaTa cpeauHa

Cc: AL. ENEM
Cc: fenerauuja Ha EY Bo P. MakenoHuja
Cc: EBponcka 6aHKa 3a peKOHCTpyKLMja u pa3Boj

KomeHTapu Ha pabGoTHaTa rpyna 3a y4ecTBO Ha jaBHocTa*
KOH
CtyamjaTa 3a oueHa Ha BnujaHujaTa Bp3 XXUBOTHaTa cpeguHa
u coumjanHu acnektu 3a XE ,,bowkoB moct*

1. KomeHTapu 3a camumot npoekTt XE ,,BolikoB MOCT* (BO KOHTEKCT Ha 3aliTUTaTa U 3a4yByBah-€TO Ha
BpegHocTuTe Ha HIM MaBpoBo):

1.1. Ha teputopwujata Ha HI1 MaBpoBO MHTEH3MBHO Ce MnaHupaaTt NoBeKke eHepreTckn NpoeKkTn Mery Koum
e n XE ,bowkoB Moct“. OBue npoektn (akymynauuja ,Jlykoso none“ n XE ,LipH kameH* u gpyrn)
HEMVHOBHO Ke MMaaT BrnujaHuWe Bp3 XMBOTHATa CpeavHa, WHAMBWAYANHO, HO U KyMYMaTMBHO, Kako
KOMMIMEKC 04 CUCTEMM KOU ke PYHLMOHUPpAAT Ha UcTa TepuTopuja, KOPUCTEJKM I UCTUTE PECYPCMU.
Bo MOMeHTOB ce oaBuBaaT HEKOMKy mpouecu kou ce ogHecyBaaT Ha HI1 Masposo n umaar
AVpPEeKTHa BPCKa CO HaBedeHUTe NPOoeKTH, BKNy4vyBajkv ro u bowwkosB MOCT. MOKOHKPETHO:

- Ynpasara Ha HauuoHanHumoT napk ,MaBpoBo“ € BO npouec Ha peBanopusauuja Ha BpeaHOCTUTe

Ha lMapkoT, Kako Aen o pegoBHUOT MPoUEC Ha yrnpaeyBawe co MapkoT n obBpcka og 3akoHoT
3a 3awTuTa Ha npupogata. Bo TekoT Ha 0BOj npouec ke ce AoHecaT OAaflykM BO BpcKa Co
CTEMNEHOT Ha pa3Boj M HUBOTO Ha 3aluTuTa WTO Ke buae cooaBeTeH 3a pecypcuTe Bo [NapkoT. Co
OBOj MpoLec NOCTOM MOXHOCT [a Cce CMeHU CTENeHOT Ha 3alTuTa Ha genot of HauuoHanHwot
napk ,MaBpoBo“ Bo koj ce nnaHupa npoekToT bowkoB MOCT. VIcTo Taka, nopagn akToT LWWTO
ceyliTe He e M3rOTBEHa peBanopu3auuja Ha BpegHocTuTe Ha [lapkoT M MMa HepocTur Ha
nogaTtouun, He e BO3MOXHO Ja Ce HarnpaBu CONMMaHa OueHa Ha BnujaHujata BpP3 KMBOTHAaTa
cpeauHa Ha OBOj NPOEKT.
OBa Ha Hekoj HauMH ro noTepayea u camata CTyauja 3a OLeHa Ha BnujaHujaTa BpP3 XUBOTHATa
cpeauHa u couujanHute acnektn 3a XE ,bolwwkoB MocT®, BO Koja Ha noBeke MecTa jacHO ce
BOOYyBa [eka nopagu HeOocTUr of nodartouu, aHanusute Ha rpynu XUBOTHU He ce
3aJ0BONUTENHY (LmLauu, pubn, ntuum);’

- BO HauwmoHanHuoT nnaH 3a anpokcumauuja ce HaBefyBa Aeka BO TekoT Ha 2011 nnaHupaHo e
JoHecyBare Ha 3akoH 3a npornacyeake Ha MaBpoBO 3a HauMOHaneH napk;

- BO TeK e nocrankarta 3a u3paboTka Ha [pkaBHa ypbGaHMCTUYKa NNaHcka AoKyMeHTauuja 3a
»J1ykoBo none“ n ,bowkoB mocTt®, 3a koja A.. EJIEM Ha 18.05.2011 roguHa BO BECHUKOT
.Kanutan“ objaBu ornac 3a gogenyeare OOroBoOp 3a jaBHa HabaBka. CormacHo YneH 3 Touka 15
oA yDeu6aTa 3a_CcTpartermmnTe, MniaHoBuUTe U MnporpamMurte, BKJ'IV‘-IVBaiRVI T U
NMPOMEHUTE HA TUEe CTpaTernn, niaHoBum U nporpamMmun, 3a Ko 3agoiKNTeriHo ce
crpoBedyBa NocTarnka 3a oueHa Ha HUBHOTO BIMjaHUE BP3 XMBOTHATA cpeauHa
M BP3 KMBOTOT M 30paBjETO Ha NYIreTo (,Cnyx6eH BecHuk Ha PM“ 6p. 153/07 on
20.12.2007 rog.), 3a oBME NNAHCKN JOKYMEHTU 3a00MKUTENHO Ce M3roTByBa CTpaTerncka oueHa
Ha BnWjaHujaTa Bp3 KMBOTHaATa cpeavHa. OBME [OOKYMEHTM Ce BaXHM 3a CecTpaHo
pasrnefyBake Ha BnujaHujaTa BP3 XXMBOTHATa CpefmMHa of, OBOj NPOEKT.

7 ToBeke 3a BAvjaHuneTo Bp3 uaHn Hatypa 2000 noapayja Buaete ja 3abenelika 6p.4
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Haw 3akny4ok:

Bp3 ocHoBa Ha rope wmsHeceHuTe akTM cMmeTaMe feka buHanManpaweTo U ycBojyBaweTo Ha OBXXC
CtyaujaTta 3a BowKOB MOCT, @ 0CODEHO MOYETOKOT Ha peanusaumjata Ha NPOEKTOT, Mopa Ada ce cnposeaart
no goHecyBawe Ha Ctyamjata 3a pesanopwusauunja Ha HIT MaepoBo, 3akOHOT 3a npornacyBawe Ha
.MaBpoB0“ 3a HauuoHaneH napk ¥ no m3paboTka M ycBojyBawe Ha nnaHckata AokymeHTaumja 3a X.E.
.bollkoB MocT* 3aegHo co COBXXC Ha ncrara.

HaBegeHnTe JOKYMEHTU ce KMy4yHM 3a NOYETHaTa oAnyka fanu, KakBu eHepreTCkM NpoekTn U kage Moxe aa
ce nnaHupaar Ha TepuTopujata Ha HauuoHanHnoT napk. [lononHWTenHo, oBMe AOKyMeHTU 6u Tpebano ga rm
obesbenat nogaroumMTe KOM Ce HEONXOOHU 3a n3paboTKka Ha KBanUTETHa CTyauja 3a BNujaHne BP3 XXMBOTHaATa
cpenvHa.

2. KomeHTapum 3a cogpxuHaTta Ha CtyaujaTa:

2.1. Bo TekcTOT Ha cTyAujaTta 4yecTtonaTtu ce cpekaBaaT M3BagoUU U LUTUMpPaHe Ha Apyru ctyauu,
HO KOHKpPEeTHUTe U3BopuTe He ce 4OOPO HaBeOeHU

Mpumep 1: Ha ctpaHa 177, ce uMtupa geka Bo BropaTa HauuoHanHa KOMyHuKaumja 3a KrmMmaTcKkuTe
npomeHn og 2008 rognHa e HanpaBeHa MpecMeTka Ha KonuyecTBaTta jarnepod guokcup 3a boukos
MocT. Tpeba ga ce HaBefe TOYHO Kako € NMpecMeTaHo M KoM napaMeTpu ce 3eMeHWn npeasug, U He e
NOrMYHO Aa ce OYeKyBa Of CEKOj KOj ja unTa cTyaujata ga rm KOHCyntupa cuTe HaBegeHu pedpepeHLn,
6e3 nputoa Aa 3Hae kage (Ha koja cTpaHuua 1 nokauunja ga ro Hajae AOKYMEHTOT KOj € LuTupaH).
Mpumep 2: CtpaHa 133, onuc Ha 3aegHULA Ha AMB KOCTEH - TEKCTOT € Be3amarnky MaeHTUYeH CO TeKCT
of ,Wymckn cdoutoueHosn* og O-p JaHe AueBcku n nHx. bojaH Cumockn (UCODEP — YKOOEI 15.1X
2010 roguHa), a OBOj OOKYMEHT He € HaBedeH Kako pedepeHua Ha KpajoT of cryaujara.
(MpeTnoctaByBam feka oBa € Taka nopagu pakToT LITO aBTOPOT Ha OBaa CTyAvja e Jen og
€KCMepTCKMOT TMM 3a cTyaujata 3a bolwkoB MOCT, HO HapadaTenoT Ha ropenomeHartara cryguja e
YKOLEI n He cTaHyBa 360p 3a aBTOPCKO AEr0.)

Mpenopaka: KopucteHuTe uWHpopmauum ga ce obenexar co ¢ycHOTM M jacHO Aa ce obenexwu
CTpaHuuaTa Koja ja cogpxu MHopmauujata 1 nokaumjata Ha JOKYMEHTOT KOj ce umTupa (Bo criyyaj aa
ce uuTunpa goKymeHTOoT, 6e3 ga ce gagaT nogeTtanHu obpasnoxeHuja/aHanunsm).

2.2. PasrnegyBate Ha anTepHaTMBUTE Ha NPOEKTOT

2.2.1. Hynta anTepHatMBa (anTepHatMBa 4a He ce NpaBU HULLTO)

Bo genot Ha anTepHaTvMBaTta ga He ce NMpaBU HULITO BO HajrofnieMm Aen e uutupaHa CTpartervjata 3a
eHepreTuka Ha Penybnuka MakenoHuja u BaxxHocTa WTO My e AagHea Ha XEL| Bowkos MocT BO ucTara.
Mpu aHanu3aTta Ha HynTa anTtepHaTMBaTa HanpaBeHM Ce MCKITy4YMBO MPecMeTkU 3a 3awTegarta Ha CO,
emucun npu ynotpebara Ha xuapoeHeprujata v 3rorieMyBaweTo Ha yaenoT Ha OUE Bo eHepreTckmoT
cuctem Ha MakegoHnja. lpu Toa, HegocTacyBaaT Ouno kakeBu aHanmanm u objacHyBamwa 3a
3a4yBYBaHETO Ha MPELEnoT, eKOCUCTEMUTE, Xuapornornjata U1 MUKPOKNMMaTa BO PErMOHOT BO Cry4aj
NPOEKTOT Aa He Ce cnpoBene, HacnpoTu nNpuaobuBkMTe (EHEPreTckuM, eKOHOMCKM U 3awTeda Ha CO,
eM1cun) npu peanusauunja Ha NpoekToT. bes BakBM KBaHTUTATUBHM aHanu3yn HEe MOXE anpuopu Ja ce
OT(hpnu HynTaTa anTepHaTMBa CO €4MHCTBEHO 0OpasnoXeHune geka: ,...MMa Marnky no3uTUBHU MPUYNHK
3a Hej3nHO (haBopusnpame”.

Op ppyra cTpaHa, BO HyrnTa anTepHaTMBaTta Cekorawl Mopa Aa ce pasrnefaaT MOXHOCTM 3a 3aMeHa Ha
NPOEKTOT CO APYrM BUOOBU Ha OOHOBNUBM BUOOBU Ha eHepruja, kou 6u ro nocTurHane UCTMoT edhekT 3a
HamanyBate Ha CO, eMyUCcU1TE U 3rofiemMmyBate Ha AOMAaLUHOTO NMPOU3BOACTBO Ha ENeKTpUYHa eHepruja
op OUE, Bo cnyyaj nnaHMpaHWOT NPOEKT Aa He Guae peanuanpan.

2.2.2. AntepHatuvBa 3a 6paHata co unu 6e3 akymynauuja

Bo genot ,AntepHatuBa 3a OpaHaTta co unu 6e3 akymynauumja“ cTyaujata ce NoBUKYyBa Ha 3akry4vouuTe
of vaejHWoT npoekT nspaboteH Bo 1978 rogmHa, Kon HaBedyBaaT Aeka anTepHaTusBaTta Co akymynauuja
€ eHepreTcku nonpudatnmeo pelueHne. M nokpaj bakToT WTo nrotyBavmTte Ha CtygmnjaTa 3a oueHa Ha
XMBOTHaTa cpeduHa BO efHa peyeHuua HaBegdyBaaT geka: ,Op acnekt Ha 3awTutaTa Ha XMBOTHaTa
cpenuHa bpaHa co pesepBoap € NOHENoOBONHa BapujaHTa OTKONKY 3adat 6e3 pesepsoap”, Bo Ctyanjata
HefocTacyBaaT AOMOMHUTENHU aHanuauM n obpasnoxeHuja 3a npudakawe Ha opriykata JOHeceHa BO
1978 rogmHa.

Haw 3akny4ok: AnTepHaTuBmMTe BO CTyguUTE 3a OLEHa Ha BNujaHujaTa BP3 XXUBOTHaTa cpeauHa He ce
pasrnegysaart 3a fa ro onpasgaaTt Beke JOHECEHOTO TEXHUYKO peLleHne 3a NPOEKTOT, TYKY HaBUCTUHA U
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2.3.

2.4.

06jeKTMBHO Ja rv pasrnefaar cuTe MOXHU pPeLleHrja U HUBHOTO BrvjaHve Bp3 XMBOTHATa cpeauHa, a Bo
Criyyaj kora peanusMpareTo Ha MpPOEKTOT MpPeAM3BUKYBa MOTONiEMM HeraTMBHW TMOCNEAUUM OTKOSKY
npugobvekn, Oa ce npudaTv HynTata antepHatvBa. CmeTame [Jeka [eNnoT KOj M pasrenysa
antepHaTvBuTe Tpeba fAa ce npepaboTtv v [0MNOMHW, OOHOCHO [a Ce KOperupaaTr cuTe HaBedeHu

HeagocTatoun.

KymynatuBeH ecekT

2.3.1. Bo genot BnujaHuja n mepkn 3a HamanyBaha, ToYKa K) NoTEHLUMjanHu KymynaTuBHM BrvjaHuja ce
HaBegyBa feka ,... Bo pamkuTte Ha [lapkoT ce npeaBuMaeHM yLuTe HEKOMKY APYrn XuapoenekTpaHu n Bo
OBOj [ilen ce pasrneaysa Aanu cuTe OBME XMAPOEneKkTpaHu, 3aegHo, 6u nmane aHaunTenHo BnvjaHne Bp3
Mapkor.”

AHanusarta Ha BMWjaHWETO Janu CUTe XUOPOENeKTpaHu 3aedHo O6u Mmane 3HauYuTenHo BhvjaHue Bp3
lMapkoT ce pasrneayBa UCKYYMBO Of acnekT Ha CIIMBHOTO MOApayje M KOPUCTEHETO Ha UCTUTE BOAHU
pecypcwv 1 Nokpaj Toa WTOo BO UCTUOT Aen CTou Aeka ,... Vlako oBue LInMpoko ancnepanpann objekTn Hema
4a umaar BIinjaHne Ha UCTU pecypcu, MOCTOM 3arpuKeHOCT AeKa TONKYy MHOry OOMONHUTENEH pasBoj ke
ro NPOMEHN KapakTepoT Ha HauwmoHanHuoT napk ,MaBpoBO“ 1 ke ro Hanpasu NOMasnky aTpakTUBEH CO
HEroBuTe NPUPOAHN 3HAMEHUTOCTK.

2.3.2 MNopaan TOoa WTO KYMYynNaTMBHOTO BriMjaHWe € pasrnegyBaHO CcamO Of acnekT Ha BnujaHue Bp3
CMMBHOTO nogpasje, OAHOCHO BOOMLUTO HE Ce aHanu3nmpaHu KymyrnaTuBHUTE edpekTn Ha CuTe NaHMpaHm
NPOEKTN 0f, CUTe acnekTn kon 6u moxene ga Guaart 3acerHaTtu (dnopa n dpayHa, MUKpPO Knnma, npeaern,
coumjaneH acnekT, UTH) HE CEe HW NPeABWOEHU MEPKM 3a HamanyBake Ha CUTe OBME MOTEHLMjarHo
CEPUO3HUN KyMYNaTUBHU BrinjaHuja.

Haw 3akny4ok: CmeTame geka Ha oBaa UCKIy4YUTENHO BaXkHa TemMa Mopa Aa u ce npuctany CoogBeTHO.
Bo oBaa cmucna aHanusaTta Ha KyMynaTuBHUTE edEKTU Ha OBOj MPOEKT 3aedHO CO CUTE NOCTOEYKUN W
nnaHvpaHn NPOEKTU BO HALMOHANHMOT Napk 61 mopana Aa BKMy4n aHanusa Ha KymynatuBHute edektu
Ha cute Meguymu, MMKPO Krumarta Kako pesynTtaTt Ha ncnapyBakara of XugpoernektpaHute, bunowkara
pPa3HOBMOHOCT COMMacHO YyCTBUTENHOCTA Ha BWAOBWTE Ha MNPOMEHa Ha cpeguHaTta (BNaxHoCT,
TemnepaTtypa) UTH, NpegenoT, counjanHuTe acnekTu, UTH.

Toa wto XE BowkoB MOCT ce Haora BO AenoT Ha [1apkoT WTo A03BONyBa OAPXKMIMBO KOPUCTEHE HE
noapasbupa Aeka BO TOj Aen e [A03BOMEeHO MeHyBake Ha KapakTepoT Ha caMuoT napk. Hanpotue BO
yneH 75 op 3akoHOT 3a XMBOTHA CpeduHa jacHO CTouM feka e 3abpaHeTo e crnposefyBake Ha
aKTMBHOCTM CO KOW Ce 3arpo3yBa WU3BOPHOCTA Ha npupoaaTa BO HauMoHaNHWOT napk. CorrnacHo ncTuot
{NEH OfIPXNMBOTO KOPUCTEH-E HA MPMPOAHUTE PECYPCU HA HALMOHANHWOT NAPK Ce BPLIN Ha HAUMH Ha KOj
He ro 3arposyBa OMNCTaHOKOT Ha BUOOBUTE M HUBHATa MPUPOAHa paMHoTexXa.

Bbapame uenocHa npepaboTka Ha AenoT 3a KymynatvBHUTE edeKTW W KOopekuumja Ha HaBedeHuTe
HEe[0CTaToUN, KaKO U KOHKPETHWU MEPKWU 3a HamarlyBake Ha CUTe BvjaHuja Kou TemenHata aHanusa ke
M MAeHTUdUKYBA.

On paBAAaHOCT Ha NPOEKTOoT

Bo genot 12 OnpaBgaHOCT Ha MPOEKTOT, MpecMeTKara Ha HamanyBaheTO Ha eMUCUMM Ha jarnepos
avokeng (107 000 ToHW roguwHO) He e jacHo obpasnoXeHa M O4YUMedHO € Jeka € HanpaseHa Co
cnopenba Ha NPoM3BOACTBOTO Ha eNleKTpUYHa eHepruja o4 pasnuyHn U3Bopu (Boaa, HacmpoTH jarneH.)

Haw 3akny4vok: OBaa 6pojka He e peanHa, OuaejkMm xmapoenektpaHata Ke ce KOpMCTM 3a
cTabunuanparme Ha CUCTEMOT BO MOMEHTM Ha MUKOBM, U COrMacHO, He MOXe [a ce cMeTa Aeka peariHo
Ke ce Hamanu NoTpoLlyBaYvkaTa Ha jarneH (3a Npou3BOACTBO Ha enekTpuyHa eHepruja). Bo aHanusarta He
e jacHo ganu (og npecmeTaHWTe TOHW jarnepon AMOKCWUA) Ce OA3EMEHW KonudecTBaTa Ha jarnepos

8

UYneH 75 on 3akoH 3a npupoaa
3abpaHeTn akTMBHOCTM BO HaLMOHaseH napk
(1) 3abpaHeTo e cnpoBeayBake Ha aKTUBHOCTM CO KOM Ce 3arpo3yBa M3BOPHOCTa Ha npupoaaTta BO

HaUMOHANHMOT NapK, Kako 1 Nnanere Ha OFMH Ha TepuTopujaTa Ha HaLUMOHANHUOT NapK, OCBEH Ha NMoCce6HO yTBpAEHMU
MecTa AedWHMPaHN CO NNaHoT 3a yrnpaByBake Ha HaUMOHANHUOT Napk.

(2) Bo HaUMOHaNHMOT NapkK MOXe Aa Ce BpLIaT TYPUCTUYKO-PEKPEATUBHUN AejHOCTU, KaKo U OAPXK/IMBO

KOPUCTEHE Ha NMPUPOAHUTE PECYPCH HA HAUMH KOj He ro 3arpo3yBa OMNCTAaHOKOT Ha BUAOBUTE M HUBHaTa NpUpPoAHa
paMHOTeXa, COrflacHO CO 0ApesAbuTe Ha OBOj 3aKOH.
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2.5.

2.6.

2.7.

Anokena Kou ce ancopbupaar o Beretauujata Koja ce nnaHupa ga ce OTCTpaHu 3a notpebuTe Ha
XuapoenekTpaHara. Mictute moxebu ce MMHMMandu, Ho Tpebano Aa ce npeTcTaear BO NpecMeTKara.

BnujaHne Ha npoekToT Bp3 ngHu Hatypa 2000 nogpayja

2.5.1. MMornasje 7.13.3.1 KpajpeyHn wymckn cutoueHosn, ctpaHa 132, He e HaBeOeHO [eka oBa e
npuoputeTeH xabutat 3a EY. W 3a octaHaTtuTe xabutatn/BMaoBu UCTO Taka He ce HaBedyBa fanu ce
NpuoOpUTETHM (Ha nNpumep, BO AEnOT 3a uuuayn) m Kom nocebHn Mepku ke ce npesemaTt CornacHo
EBponckuTte agupekTmsu, 3a 3awTtnta Ha ugHu Harypa 2000 nogpadja.

Haw 3aKNny4o0K: MotpebHO € pgononHyBawe Ha CcTyamjata BO OAHOC Ha rope MOTeHUMpaHuTe
HeOoCTaTouu.

2.5.2. Bo nornasje 8.7 BnujaHnja Bp3 Guonolikata pasHOBUOHOCT- HE € HaBeOEeHO Kako MPOEKTOT Ke
BMujae Bp3 ABe 3aegHuuUM (MPUCYTHU BO PErMOHOT Ha MPOEKTOT M Ha nucTtata Ha [dupekTuBarta 3a
xabutaTin)’ 1 KoM Mepku ke ce NpeB3eMaT CornacHo EBponckuTe AUPeKTUBMY.

Haw 3akny4ok: [loTpebGHO e ponoHyBawe Ha CcTyavjata BO OOHOC Ha rope NOoTeHuUMpaHuTte
HEeOoCTaToLM.

2.5.3. TMornasje 8.7.1.3 V3Bopu Ha BnujaHuja BP3 KOMHEHW >XMBOTHW W MTMUM W CNEQHOTO Mornasje,
8.7.1.4. maBHM peuenTopun, HE AaBa jaCHa Crivka 3a MOXHUTE BrnivjaHuja Bp3 Bugparta (Lutra lutra) koja e
BMA KOj Ce Haora Ha nucTtata Ha BuaoBu (AHekc 2) of [upektuBaTa 3a xabutatu, 3a kou e notpebHo
Ha3HayvyBah-e nocebHo nogpayje 3a 3awTura.

Haw 3akny4ok: notpebHO e AononHyBawe Ha CTyanjata BO OAHOC Ha BAujaHvjaTa Bp3 Bugparta.
Hepoctur op aHekcu n Tabenu

Mornasje 7.14.3 OpHuTtodhayHa, CTpaHa 137 - HeMa CNUCOK Ha NTMUK (UCTUOT rO HEMA M KaKo aHeKC).
Mornasje 7.14.4 Linuaun- naparpad 2 nocovyBa Ha AHeEKC koj ro Hema. Tpeba ga nmva nucrta Ha BUOOBW.
Mornasje 7.14.6 Tun Pisces (Pwbwn)- gen og TEKCTOT BO MOrMaBjeto He ce 0asupa Ha CTpy4vHM
cornenyesakba M UCTpaKyBawba TYKYy Ha YCHW WHopmaumm oa nokanHo HaceneHue. OcCBeH TOa,
HepocTura TabenapeH npukas Ha BUOOBUTE.

Bapame fa ce gononHu ctyaunjata co NoTeHUMpaHUTE aHekeu u Tabenu.

Opyru KomeHTapum:

2.7.1. AmHekc 5, cTpaHa 326, maTpuua Ha BrivjaHuja BP3 XMBOTHaTa cpeauHa, aen Knumatcku npoMeHu
- noAa noBpLUMHA CToM ,MoBplUMHA“ ©Ge3 Oga ce HaBede KornkaBa MnoBplMHa ce ondpaka co
BNujaHneTo. bapame cTyavjata ga ce 4ONONHWM CO MHAOPMaUKja Konkasa NoBpLIvMHa ce ondaka

CO BMAMjaHneTo.

2.7.2. TMNornasje 8.4 byyaBa - aHanu3upaHu ce edektTute of OyyaBa Bp3 NyreTo, BO Mana Mepa Bp3
XuBotHute. He e HanpaBeHa gobpa aHanm3a Ha BnujaHujata Ha Oy4vaBata Bp3 XUBOTHUTE,
0COBEHO OHWMe KOu >XuBeaT M Ce XpaHaT BO TOj pernoH (Bo OOHOC Ha wmaeHTudumkaumja Ha
YyBCTBUTENHW BUZoBM). [ToTpebHO e gononHyBake Ha aHanu3ata Ha edekTuTe o Byyasa Bp3
XMBOTHUTE CO NOCEGEH aKLEHT Ha XXMBOTHUTE KOW XMBEAT U Ce XpaHaT BO TOj PErMoH (BO 0OHOC
Ha naeHTMduKaLmja Ha YyBCTBUTENHWU BUOOBK).

2.7.3. Cryavjata Tpeba ga ce OOMOMHU CO aHanu3a Ha MOXHWTe TeMnepaTypHW pasnuku BO Boaata
(nokayyBatbe Ha TemnepaTypata Kako pe3yntaT Ha wusrpagbata M YHKUMOHMPaHETO Ha
CMUCTEMOT) U KaKo TMe Ke BnujaaT Bp3 nacTpmkaTta u ocTaHatute pubu (MMajkum npeasug aeka
NCTWTE XuBeaT BO NonagHu Boau).

2.7.4. CrtpaHa 253, Tabena co Mepkun 3a HamanyBawe Ha BnnjaHMeTo- BO genot 3a KonHeHa dayHa -
3aryba Ha xuMBeanuiitata ce CrnoMeHyBaaT Mepku 3a KomneHsauuvja. [naHoT 3a KomneHsauuja
ro Hema Bo Crtyaumjata. MotpebHo e CTyamjata ga ce AOMOMHU CO OBOj NIIaH WX Aa ce HaBeaat
OCHOBHWU MepKK 3a 3aLIJTI/ITa/KOMI'IeH3aLI,I/Iia.

9

XXuBeanuwta NpMCcyTHN BO PErMOHOT Ha NMPOEKTOT M Ha nucTaTa Ha JupekTuBara 3a xabutatn- 91EQ0 * Alluvial

forests with Alnus glutinosa and Fraxinus excelsior (Alno- Padion, Alnion incanae, Salicion albae) (I1I), 3230 Alpine
rivers and their ligneous vegetation with Myricaria germanica (I)
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2.8. Mpawama:

2.8.1. Bo cTtyoujata e HaBedeHO Oeka 3a MoTpebute Ha xuapoernekTpaHata ke buaat UCKOpUCTEHMU
crnegHvTe NOBPLUWHM Ha 3eMjuTa:
Lymn 82,16 xekTapu
JinBagu 8,53 xekTapu
MacuwTa 15,99 xekTapu
HeobpaboTeHa noysa 7,1 xektapu
OowTapHuum 1,89
BkynHo: 115,67 xekTapu
Ha coctaHokoT ogpxaH Ha 25.07.2011 roguHa opraHusmpaH og A.l. EJIEM, npocdpecopot
AueBcku TBpAelle geka ke ce ynotpebart BkynHo 250-300 xekTtapu. Koja e BkynHata 6pojka Ha
MOBpLUWHA KOja Ke ce MCKOPUCTU 3a xuapoenekTpaHata? Opf cTyavjata oBa He e jacHo un Tpeba
nojacHo ga ce HaBefe (TabenapHo CO BKYMHU M3HOCU Ha NOBPLLNHW).

2.8.2. Koj e apxeonoLlK1MOT JIoKanuTeT Koj ke buae 3acerHat of 6bpaHaTta HasHadyeH Ha cnuka 7-40 Bo
TpecoHue?

2.8.3. Bo nornasje 8.7.2.5 N3Bopu Ha BnvjaHuja Ha BuonowkaTa pasHOBMOHOCT BO BoauTe 1 8.7.2.6.

[MmaBHW peLenTopu HaBe4eHO e Aeka bpaHaTa ke ro 3anpe npupoaHMOT NaT Ha nacTpmkarta o
MecTaTa 3a MpecTehse.
Kou ce oyekyBaHuTe edbekTn Bp3 nonynauvjata Ha pubute KOM Ke OcTaHaT BO pekarta (ce
oJekyBa nag/pact/gereHepaumja Ha nonynaumja u cn.)?

CornacHo ApxyckaTa KOHBeHUMja 1 3aKOHOT 3a XXMBOTHa cpeauHa 6apamMe ga HM AOCTaBUTE NMOCMEHU

ogroBopu/mMucnewa Ha cuTe KOMEHTapu M npaiiakwa, BKNy4yyBajkm 1 ogroBop Kou ke ompart 3eMeHu

npenBua, KOM He U 30LUTO.

Be monume Bawumot oAroesop Aa HM ro AocCctaBuTe Ha cnegHuee agpecu:

®poHT 21/42
Bbyn. JaHe CaHgaHckm 6p. 25/2/9, 1000 Ckonje

Eko-ceect
Byn. 11 OktomBpu 125/12, 1000 Ckonje, MakegoHuja

Mnn No erieKTpoHCKM nat Ha cleaHnBe agpecu:
aleksandra.bujaroska@front.org.mk, contact@front.org.mk vnmn info@ekosvest.com.mk

Co nouur,

KoopanHatop Ha paboTHaTa rpyna MpeTtcenaten
AnekcaHgpa byjapocka PpoHT 21/42
®dpoHT 21/42

* PabomHama 2pyra 3a y4ecmeo Ha jagHocma e ¢hopmupaHa 80 paMKu Ha rpoekmom ,Akmueu3am Ha derno* Koj ce
criposedysa co ¢huHaHcucka rnomow Ha Esporickama YHuja. Bo pabomHama epyna yyecmeysaam: ,®poHm 21/42%,
MakedoHcku 3eneH LieHmap, Eko-Ceecm, MakedoHcko ekonowko dpywmeo, LIEJTOP u Ekockon. Cmasosume u
mucrerama u3paseHu 80 080j OOKYMeHM ce UCKITy4ueo Ha pabomHama epyna 3a y4ecmeo Ha jagHocma u 80 HUeOHa
cmucna He eu o0pasysaam cmaeosume u Mucrnemama Ha Eeporickama YHuja.
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Annex 2.

Map of movement and feeding ground of Lynx lynx, in the territory of the Mavrovo National Park,
and proposed Boskov Most HPP location (blue triangle- positive camera traps- resulted in photos
of the Lynx taken, Green plus- locations of various prey of the Lynx, red dots- locations of

movement of the Lynx.)
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Annex 2: Additional Complaint

,a06umHUK Ha Haepaaama BaHnka penoHeHT: KomepuujanHa 6axka A.[l Ckonje
13 H e oad C = Bpoj Ha xupo cmeTka: 300000001519444
” oemepu Ha | pag CLkorije Laro4eH 6poj: 4030002457980
/0\__-—_ Byn. 11 Oktomepu 125/12, 1000 Ckonje, MakegoHuja
= Ten.: 02 3217 247; ®akc: 02 3217 246
C Becl I . info@ekosvest.com.mk; www.ekosvest.com.mk
30.12.2011

Project Complaint Mechanism

Attn: PCM Officer

European Bank for Reconstruction and Development
One Exchange Square London

EC2A 2JN Fax:

+44 20 7338 7633

E-mail: pcm@ebrd.com

Subject: Additional complaint regarding the Boskov Most HPP project

Dear Ms Begoyan,

As an addition to our complaint to the Project Complaint Mechanism submitted on 07
November 2011 regarding the Boskov Most hydropower project, we would like to draw
your attention to one more important aspect which has come to our notice since then.
We would like to ask you to consider this issue as an addendum to the complaint as we
believe the EBRD has failed to follow its procedures.

Namely, the Environmental and Social Policy 2008 clearly states:

PR 1.9: “The Environmental Impact Assessment (EIA)/Social Impact Assessment (SIA)
shall meet PR 10 and any applicable requirements of national EIA law and other
relevant laws”

PR10.7: “The requirements of national law with respect to public information and
consultation, including those laws implementing host country obligations under
international law” must always be met.”

The Macedonian Law on Environment provides that the environmental impact
assessment process is carried out in close consultation with the public and also allows
for complaints at various stages of the process. However, to this date, no decision by
the Ministry of Environment and Physical Planning has been issued to approve
the Environmental Impact Assessment Study for the Boskov Most HPP project.
We learned about this fact last week, when the Ministry of Environment and Physical
Planning informed us that the Ministry Committee to decide upon the ESIA Study has
not been set up yet.

The Macedonian Law allows for complaints to be addressed on the decision for approval
of the Study, and such complaints could possibly change the decision made by the
Ministry or initiate changes to the Study.



Therefore, the environmental impact assessment process for the Boskov Most HPP
project is not yet finished and the national requirements in this respect have not been
met.

We conclude that as the EBRD approved and signed the Boskov Most HPP project in
November 2011, it did not wait for the national level environmental impact assessment
process to finish and so failed to follow its own procedures. It is impossible for the EBRD
to have known whether the project procedures fulfilled national and/or EU requirements
at the time when it approved and signed the project.

The fact that the process is not yet finished brings several possible outcomes that the
EBRD cannot foresee with certainty. The decision by the Ministry of Environment and
Physical Planning could be negative, or the Ministry could request changesto the ESIA
study. If complaints are submitted on the national level, this could also change the final
outcome.

The EBRD should have first waited for the national process to be finalised and then
considered approving the project.

Please do not hesitate to contact me should you have any further questions,

Yours sincerely,

& %

b vV %
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’/f/ A s CBecT ::S
%‘9.; , {Q‘\

y&ff)}:’: - ';;“\1}\\')
Ana Colovic Lesoska

Center for environmental research and information “Eko-svest”
Skopje, Macedonia



Annex 3: Bank's Management responses to the Complaints

DOCUMENT OF THE EUROPEAN BANK
FOR RECONSTUCTION AND DEVELOPMENT

Project 41979 Boskov Most Hydropower Project,
FYR Macedonia
Project Team Operation Leader: Julien Mauduit

OGC: Daniele Quaggiotto
ESD: Jack Mozingo, Sarah Ruck, Mark King

Date of issue to ExCom 9 December 2011
Date of approval by ExCom 15 December 2011
To: PCM Officer Anoush Begoyan
From:
Director, ESD Alistair Clark
Director, PEU Nandita Parshad
Date of issue to PCM Officer 15 December 2011

Thank you for your email dated the 18" November 2011, regarding the request for a
compliance review of the Boskov Most Hydropower Project under the EBRD Projects
Complaints Mechanism (PCM) by CEE Bankwatch. This complaint was officially registered
on the 14 November 2011 and this is the ‘Bank Response’ to the Complaint as outlined in
PCM: Rules of Procedure (Clause 15), which is due by Monday 19 December to the PCM
Officer.

The letter of Complaint raises a number of points regarding compliance with the EBRD’s
2008 Environmental and Social Policy. The initial paragraphs of this “Bank Response”
describe the complex hydropower project and its setting and the remainder is structured to
demonstrate that there have been no breaches of EBRD Policy and every effort has been
made to minimise the impact of the Boskov Most project on Protected Areas and potentially
sensitive ecosystems and to comply with FYR Macedonian law.

The Boskov Most Hydropower Project

The project involves construction and operation of a 70MW hydropower plant (HPP) at
Boskov Most in western FYR Macedonia by the 100%-state-owned generator AD Elektrani
na Makedonija (ELEM). The HPP will include a 33-meter dam to impound a 22-hectare
reservoir on the Mala Reka (“Small River”), intakes to capture water from five tributaries to
the Mala Reka, a nine-kilometre tunnel to convey water from the reservoir to a surge tank and
thence to the powerhouse, and a concrete tailrace to return water to the Mala Reka. The dam
is downstream of the village of Tresonce and the reservoir will extend upstream into the
village. The Mala Reka forms part of the southern border of Mavrovo National Park, and
about 80 percent of the project will be within the National Park in an area designated for
sustainable use.

Due to the height of the dam and the sensitivity of the location, EBRD categorized the Project
as “A” under the 2008 Environmental and Social Policy. The potential environmental and
social impacts of the project were analyzed in an Environmental and Social Impact
assessment disclosed on 5 July 2011 for 120 days of public review and comment. A Non
Technical Summary of the ESIA, a Stakeholder Engagement Plan, a Land Acquisition and
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Compensation Framework, and an Environmental and Social Impact Assessment were also
disclosed for review and comment at the same time.

Public consultations were held during the scoping study and during the overlapping
disclosure periods required by FYR Macedonian law and EBRD Public Information Policy
(60 days and 120 days, respectively). During the ESIA disclosure period, consultation
meetings were held in Skopje (public meeting on 14 September and two separate meetings,
on 27 July and 26 August, with NonGovernmental Organizations—NGOSs), in the two
affected municipalities (Mavrovo and Rostuse on 12 September and Debar on 13 September),
and in Tresonce village (on 27 August); a meeting also was held with Mavrovo National Park
administration (14 September). Comments submitted by NGOs and other stakeholders were
addressed in a comment-response table posted on ELEM’s website prior to the end of the
disclosure period.

Compliance with EBRD Environmental and Social Policy 2008 and Performance
Requirements

Complaint 1: Incomplete ESIA (citing PRs 1.5 and 3.6, with concern about the adequacy
of the assessment of the impacts of the project on mammals, birds and landscapes and about
the analysis of cumulative impacts on climate and the analysis of alternatives.)

Management Response

The ESIA presents recent information on existing conditions (most recently, 2010 published
studies plus an-ongoing biodiversity study in the Park), properly assesses impacts on
mammals, birds, and landscapes, and properly analyses alternatives and cumulative impacts
on climate. The analysis and presentation fully meet the Bank’s and the European Union’s
standards for environmental impact assessment. Each of the shortcomings alleged by the
Complainant is addressed briefly below.

Mammals: Sections 5.1.1.1 and 5.13.5.4 of the ESIA each describe the richness of
mammalian populations in the National Park. The biological experts who prepared the ESIA
based their conclusions on a desktop evaluation of the scientific literature and worked in
close communication with the experts who were concurrently conducting a study of lynx and
mammals in the National Park area—this study informed the recently completed re-
valorization study of the National Park. As a result, the ESIA’s evaluation was based on the
most recent data available (proper citations were associated with the lists of mammals that
were inadvertently omitted from the initially disclosed ESIA but were provided later--see the
response below). Their analysis concluded that lynx and the mammals that serve as the lynx’s
prey are found preferentially at higher elevations and not in the lower areas of the Mala Reka
valley where project elements (dam, reservoir, roads, etc.) will be located. In addition, the
experts noted that the portion of the project area that would be most affected (the dam and
reservoir area) was in large part current or recent pastureland and thus not prime habitat for
prey or lynx. The forested areas are described in the ESIA as not being pristine, having
supported human and domestic animal populations for centuries (see response to complaint 3
below). Therefore, it was determined by the experts, and agreed by the international ESIA
expert, there was no need to describe mammals and lynx in great detail since there would be
only limited (if any) impact; in fact, lynx and their prey were described primarily because of
the lynx’s great rarity and importance as a national symbol and to make it clear this was not
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critical habitat for the lynx. As a result, the ESIA (sections 5.1.1.1 and 5.13.5.4) mentioned

that they are found in the area but did not dwell on their presence or importance. Similarly,
and for the same reasons, the evaluations of impacts during construction (section 7.10.1.2.1)
and operation (7.10.2.2.1) each simply state there would be potential minor impacts on lynx
and other mammals. Thus, the assessment was adequate for the level of potential impacts.

It is important to note the experts’ conclusions are fully supported by the Annex submitted by
the Complainant, which is presented as Annex A to this response. This Annex shows where
lynx and (some) prey species were detected during the re-valorization study of the Park that
is referred to above. As noted, the ongoing progress and results of the study were made
known to the ESIA team and used in their evaluations and conclusions. The map presented by
the Complainant shows a small portion of the overall study area, focusing on the project area.
However, lynx range widely over the National Park, as shown in the full study map, which is
shown as Annex B to this response; in fact, even the study area does not cover the lynx’s
entire range. More importantly, both the larger area in Annex B and the smaller in Annex A
each show clearly that lynx and their prey are predominantly found where the ESIA’s experts
had concluded. There were very few sightings in the Mala Reka valley and other project areas
(which are roughly delineated by the dark lines on the map), but instead lynx were found at
higher elevations, particularly in the high mountains east of the dam and reservoir. The larger
map (Annex B) shows not only the wide range of the lynx within the study area, which itself
covered only the southwest portion of the Park, but also the relatively low density of
sightings in the project area compared to other areas of the Park (it also shows more clearly
the topography, which distinguishes the river valleys from the higher elevations where lynx
were found). Not coincidentally, the areas where lynx and prey were most commonly found
were designated (in the recent re-valorization process for the National Park) for strict
protection, in contrast to the project area, which maintains its zoning designation for
sustainable use.

Birds. Sections 5.1.1.1 and 5.13.5.34 of the ESIA each describe the richness of bird
populations in the National Park but also note that the project area is not considered of special
ornithological value. Studies cited in the text date from 2010 and 2004 and are the most
recent authoritative sources of information. In this case too, conclusions were based on expert
opinion and the results of ongoing studies in the Park. The text also notes that three of the 77
species that could be expected in the project area — among the 139 that are found in the
National Park -- are of conservation concern (one owl, one flycatcher, and one woodpecker).
The ornithological experts who prepared the ESIA determined that impacts from construction
would primarily be due to disturbance and thus would cause temporary abandonment of the
area (section 7.10.1.2.1). During operation the primary impact would be creation of a new
kind of habitat (open water) that would attract different species of birds but without driving
out any existing species (7.10.2.2). This description of existing conditions and the analysis of
impacts also were adequate.

Landscape. The existing landscape is described in terms of its visual and experiential value
in section 5.8 and mentioned in several other sections. In addition, photographs of the typical
landscape appearance at each of the main project elements are provided in Annex 1. The
evaluation of impacts is detailed in section 7.11 and covers every aspects of the project, with
the major effects on the visual landscape described in the text and shown graphically in
Figures 7.7 through 7.12 (which depict the appearances of the dam, reservoir, intake and
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siphon, aqueduct, and powerhouse). The narrative and graphical descriptions of the current
landscape types and of potential changes can be considered as more than adequate.

Cumulative impacts on climate. Section 7.3 of the ESIA describes potential effects on global
and local climates due to construction (7.3.1) and operation 7.3.2). The ESIA concludes that
the relatively small (in global terms) changes in greenhouse gas emissions would have no
significant effect on global climate change but would contribute to reducing FYR
Macedonian emissions overall in line with the national strategy. Further, the ESIA concludes
that the reservoir would increase micro-climate temperature and humidity, which in turn
would be minor and very localised. Although the greenhouse gas assessment was
quantitative, the other elements of this analysis were necessarily qualitative and did not
justify further analysis.

It is not clear how there could be other types of analysis of the cumulative impact on climate
other than simply repeating data from the scientific literature on global and regional climate
change. Since the project is not expected to contribute significantly to this change, it was not
deemed appropriate to present such data from the literature, nor to develop independent
estimates of global and regional impacts. Thus, the analysis of cumulative impacts on
climate, both local and global, was sufficient for the purposes of this ESIA.

Alternatives analysis. Alternatives to the project should be meaningful and realistic. It is not
meaningful for an ESIA to evaluate alternatives that are not feasible for economic or other
reasons, which is the case for this project. Previously, the Government of FYR Macedonia
determined that hydropower development was the most feasible approach for renewables
development in the country. As a result, the analysis of alternatives in the ESIA examined
only hydropower development at Boskov Most. However, with that constraint, it is important
to note that the ESIA examined, in section 4.3, various alternatives for the Boskov Most HPP,
including the “do nothing” alternative, which was simply no hydropower development; and
various technical options that had been considered in previous analyses (reservoir versus no
reservoir; dam and reservoir site location; dam height and configuration; location of water
tunnel; and various headrace and penstock configurations). The alternatives examined in the
ESIA, particularly when considered with the previous evaluation at the national level, were
appropriate for an ESIA of a specific project such as this one.

Lists of mammals and birds. The ESIA referred to lists of mammals (section 5.13.5.4) and
birds (section 5.13.5.3) that were intended to be presented in ESIA appendices. These two
lists and associated source citations were inadvertently omitted from the draft ESIA that was
disclosed for public review and comment (due to a word processing error). The lists were
provided to the Complainant before the end of the disclosure period and added to the ESIA
on the ELEM website as well.

Complaint 2: Incomplete biodiversity assessment (citing PR6 and the Environmental and
Social Action Plan requirement for detailed biomonitoring)

Management response

The response to Complaint 1, above, explained that the ESIA included a mainly desktop
analysis of terrestrial biodiversity data (there were aquatic biology field studies undertaken)
and reached well-supported conclusions based on the most recent data, including ongoing
studies in the Park. The Bank agrees that the ESAP requires careful monitoring of
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biodiversity-related variables, before and during construction and then during operation. This
monitoring will include not only terrestrial flora and fauna as cited in the Complaint, but also
fish and aquatic conditions and of shallow groundwater and vegetation (horse chestnut), as
well as other potentially affected resources. It is standard practice for the Bank to require
clients to monitor key resources as well as actual impacts. Monitoring sensitive species, for
example, will help verify the accuracy of the conclusions in the ESIA of limited impacts, and
if necessary will identify impacts that justify adjustments to the actions required to avoid or
reduce impacts. If refinements to design, construction techniques or timing, or operations are
needed to further reduce potential impacts, only a robust monitoring program can determine
if they are needed. This is also standard practice.

All evaluations of potential impacts are subject to some degree of uncertainty, with the
degree determined by the level of data completeness and availability of analytical techniques
(including best professional judgment). In the case of Boskov Most, it was considered
important that adequate data be evaluated using robust techniques to arrive at sound and
defensible conclusions, and that sensitive issues be monitored during project construction and
operation to verify the accuracy of conclusions and the adequacy of any required mitigation.
Ecosystems, such as those represented in the area of the Boskov Most HPP, are not static but
rather are changing in response to, among many other factors, the change in human pressures
the area has experienced in the recent past and is currently experiencing. In recent decades,
for example, most people have abandoned the area as a permanent residence, while it
continues to be a popular area seasonally. As tourism increases in the Park, similarly, there
are increasing uses of tourist amenities, such as the major hiking trail on the ridgeline
immediately north of the dam and reservoir area (and where, incidentally, lynx sightings are
shown on the annexes presented with this response). Therefore, it is only prudent to require
further monitoring, not only to add to the current body of knowledge regarding lynx and other
mammal species, but also to identify future trends in their use of the area so the Park can
adapt its biodiversity management program in response to recent real-world data.

The requirement for a robust biodiversity monitoring program should thus not be considered
as evidence of a weak baseline characterization. Rather, it should give confidence that
changes in biodiversity, whether due to the project or otherwise, can be detected early and
addressed as needed to protect the resources of the Park.

Complaint 3: Destruction of habitat without adequate justification (citing PRs 6.12, 6.13,
6.14, with emphasis on natural and critical habitats)

Management response

The project area is without question in a protected area, as is emphasized throughout the
ESIA. However, it could not be considered as either natural habitat or critical habitat.

As described in the ESIA, the Boskov Most HPP project area has been essentially modified
by human activities for centuries and cannot be said to be uncompromised by human activity.
Testimony to this are the facts that the reservoir is proposed to reach to and into the village of
Tresonce, and that articles of valuable cultural heritage — in the form of churches and
cemeteries dating several hundred years -- are found in Tresonce and nearby villages. These
attest to the long human presence in the vicinity of the project.
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In the past, the human population was larger and the land was used more heavily than at
present. Now, some areas are reverting to (increasingly mature) forest habitat, but these are
still in an early or middle level of vegetation succession, by no means the mature forest of
less disturbed areas of the Park. Indeed, there are still significant areas that are pasturelands
and there is even some household agriculture. Although the human population is
significantly reduced, as described in the ESIA, even now there are a few year-round
residents and visitors as well as significant recreational use of the area by former residents
and others during summer holidays.

As described in the ESIA, the project area is not characterized by predominantly “natural”
habitat, which would be pristine broadleaf forest in the lower parts of the valley. While the
overall characterization of the Mala Reka and Radika region may be of this type, it is
certainly not true of areas where the main project elements (the dam and reservoir, the power
house, the main intakes) will be located. The primary potential for impact on broadleaf forest
is in the development of the road infrastructure, and the areas where roads will be are not
considered pristine. As noted in the ESIA, the only pristine forest that may be affected would
be in some of the areas where siphons will be located. There are already roads in the area and
the new support roads are not going to significantly change the fragmentation pattern or
habitat quality. The only significant functional habitat loss will be the grasses and scrubs of
the semi-natural habitat in the areas of the dam, reservoir and powerhouse. There are other
such locations in the Mala Reka valley between the dam and the power house and upstream
of Tresonce village, and this loss was not assessed to be significant.

As for the importance of the area for sensitive species (“critical habitat”), the data used in the
ESIA and the maps shown as Annexes A and B show relatively light use of the HPP area;
Ilynx would be expected to preferentially use its critical habitat, so the project area would not
be considered critical. Equally important is the size of the HPP footprint; the area to be
affected is a tiny fraction of the sensitive species’ range, and must not be of particular value
in their daily and seasonal movements given its very light use (see Annex B, which itself
shows only part of the lynx’s range). Therefore, it cannot be considered “critical habitat”. As
for cumulative effects on lynx and mammal habitat, the ESIA noted the potential
development of a smaller HPP slightly upstream of Boskov Most HPP; again, since these
creatures are found in upland habitats rather than valley habitat around Boskov Most, no
cumulative effects would be expected, just as concluded in the ESIA

Complaint 4: Strategic environmental assessments lacking (with reference to PR6.15,
expressing concern that the project is not legally permitted and that due process has not been
complied with by the host country since there has been on SEA)

Management response

Supported by an opinion dated 17 March 2010 by the Ministry of Environment and Physical
Planning, the Company has represented that a Strategic Environmental Assessment of the
Energy Strategy of FYR Macedonia until 2030 was previously undertaken. The Strategy
includes the Boskov Most project (with target year of 2015) as one of six new hydropower
projects within the Strategy time horizon. The SEA Report includes a strategic analysis and
environment assessment of planned hydropower projects, including Boskov Most HPP. The
SEA identified a clear need for an environmental impact assessment based on the FYR
Macedonian legal framework as well as best international practices. This has now been
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undertaken and completed. The Ministry’s opinion concludes that, as a higher-level strategic
document than the strategy on renewable energy, the energy strategy includes the information
needed for a lower-level strategic document (such as the strategy on renewable energy
resources). The Complaint that “ ...none of the projects which arise from the Strategy (on
RES) are fully compliant with the EU acquis communauitare...” is therefore not correct.

ESAP item 1.5 requires that ELEM *“[a]cquire and report on compliance with all permits and
authorizations (from Ministry of Environment and Physical Planning, Ministry of Transport
and Communication, Ministry of Agriculture, Forest and Water Economy, Mavrovo National
Park Administration, and other authorities with jurisdiction)” and that this be accomplished
“[p]rior to beginning any activities that require permits or authorizations.” Thus, it cannot be
said the project can proceed without being legally permitted.



Annex A: Lynx and prey
sightings in and near Boskov
Most HPP project area
[Provided by Complainant]
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Annex B: Lynx and prey
occurrence across study are in
and near Mavrovo National
Park
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Director, ESD Alistair Clark

Director, PEU Nandita Parshad
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On 7 November 2011, the Bank received a complaint under the Project Complaint
Mechanism regarding the Boskov Most Hydropower Plant in FYR Macedonia.
Management’s response was reviewed by ExCom on 15 December 2011. On 3
January 2012, the complainant submitted an additional complaint as an addendum to
the original complaint. This document provides Management’s Response to the
Additional Complaint for ExCom consideration.

Complaint Addendum Summary: Compliance with FYR Macedonian Law with
reference to EBRD requirements in PR 1.9, which requires that a project meet all
applicable requirements of national EIA law and other relevant laws and in PR10.7,
which requires that national requirements with regard to public information and
consultation must always be met. The concern raised is that the local permitting
process was not concluded at the time the EBRD approved the project.

Management Response: Neither of the Performance Requirements cited in the
complaint require that all permits, authorizations, and decisions be made prior to
EBRD Board approval. PR 1.9, for example, requires that the environmental and
social impact assessment meet “... any applicable requirements of national EIA law
and other relevant laws.” At the time of disclosure, the Boskov Most ESIA was
determined by the Bank to be fit for purpose of consultation, and the design of the
consultation process took into account the FYR Macedonian requirements. The
EBRD Board was made aware of the public consultation undertaken in the
stakeholder engagement process, and the public had a full 120 days to comment on
the project prior to the EBRD Board considering a financing decision.

It is important to note that projects are reviewed by the Bank at various stages of local
permitting. Permitting is often a parallel process to the EBRD due diligence process
and different stages of permitting are experienced. While projects must always meet
legal requirements and obligations, the timing of local decisionmaking varies—
sometimes the local permitting process is completed prior to a financing decision by
the Board of Directors and sometimes that local process is not yet completed. Because
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permitting is often a multi-step iterative process that builds upon previous decisions
and activities, it is not practical for the Bank to await all local decisions before
making decisions to finance projects. Thus, the EBRD Board of Directors makes
decisions on the basis of the Bank’s due diligence at a particular point in time.

In the case of Boskov Most, local permitting had not been completed at the time of
Board consideration in November 2011. The Environmental and Social Action Plan
that was agreed with ELEM took this into consideration and the requirements in the
ESAP are part of the legal agreement with the company. Specifically, item 1.5 of the
Action Plan requires that ELEM “[a]cquire and report on compliance with all permits
and authorizations (from Ministry of Environment and Physical Planning, Ministry of
Transport and Communication, Ministry of Agriculture, Forest and Water Economy,
Mavrovo National Park Administration, and other authorities with jurisdiction)”, and
that this be completed for all activities that require permits or authorizations before
those activities begin. If the Ministry of Environment and Physical Planning imposes
additional requirements upon ELEM as a condition of permits or authorizations,
compliance with those additional requirements would necessarily be required under
the ESAP. Further, ELEM is required to report to EBRD on the status of
permitting/authorization and on compliance status. These requirements were included
in the ESAP specifically to ensure continued compliance, even after the point of
Board approval, and thus full compliance with PR 1.9.

PR 10.7 on stakeholder engagement also has no statement regarding timing, but
reinforces that national law with respect to public information and consultation must
be met. The Boskov Most Stakeholder Engagement Plan (SEP) was prepared at an
early stage of the due diligence in accordance with the provisions for A-category
projects under the Bank's Performance Requirement 10. It guided public disclosure
and consultations throughout the ESIA process. The SEP was developed following
consultations with the Ministry of Environment and Physical Planning. We note that
neither the Bank nor the client received any significant comments on the Stakeholder
Engagement Plan despite it being in the public domain for four months. Itis
unfortunate that concerns on consultation are brought up after the consultation period
has concluded—suggestions on ways to improve consultation are most effective if
they are raised during the time period allocated for the consultation when changes are
still possible.

As the project proceeds through final design, construction, and operation, the ESAP
and Stakeholder Engagement Plan require further consultations as needed to inform
key stakeholders of project developments and to receive their input where appropriate.
In general and specifically, the requirements of PR10, including 10.7, have been and
will continue to be fully met.

The decision for financing does not take the place of the local permitting decision. By
approving the project, the Bank is saying that it is prepared to finance the project
subject to the terms and the undertakings contained in the loan agreement. Among
these undertakings are those in the ESAP, which in this case includes the commitment
to comply with all relevant local requirements. If additional requirements are made
by the Ministry, then there is a provision in the legal documents that the
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Environmental and Social Action Plan can be amended in response to changes, as
agreed between the Bank and the borrower.

Finally, we note the general concern that projects not proceed to Board consideration
if local permitting has not been completed. We believe this issue would best be raised
at the policy level since the current (2008) Environmental and Social Policy does not
deal with this timing issue in relation to Board approval. In 2013, a review of the
2008 Environmental and Social Policy and the 2011 Public Information Policy will be
undertaken, and this issue could be raised more generally at that time.
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Ref.No.08-G002/ 1
Skopje, 12.12.201

To:

Anoush Begoyan

Project Complaint Mechanism Officer

European Bank for Reconstruction and Development
One exange Square

London, EC2A 2JN

United Kingdom

Ref: HPP Boskov Most - Response to EBRD relating to the NGO Complaint

The project is the construction and operation by ELEM of a 70MW “peaking” hydropower
plant (HPP) at Boskov Most. The HPP will include a 33-meter dam and a 22-hectare reservoir
in the Mala Reka catchment. It has intakes to capture water from tributaries to the Mala
Reka, a nine-kilometre tunnel to convey water from the reservoir to a surge tank and on to
the powerhouse. There is a concrete tailrace to return water to the Mala Reka and links to
the MEPSO national grid. The dam is downstream of the village of Tresonce. The Mala Reka
forms part of the southern border of Mavrovo National Park, and about 80 percent of the
project will be within the National Park in an area designated for sustainable use.

ELEM has been in discussion with EBRD in regards to a loan to develop this project. EBRD
had a number of technical and procedural requirements and through the use of
international and local Consultants ELEM have moved to meet these to EBRD’s satisfaction.
The process was carried out in parallel to the necessary requirements of the Macedonian
legislation.

EBRD categorized the Project as “A” under the 2008 Environmental and Social Policy. The
environmental and social impacts of the project were analyzed in an Environmental and
Social Impact assessment (in Macedonian) disclosed by EBRD on 5 July 2011 for 120 days of
public review and comment, A NonTechnical Summary of the ESIA, a Stakeholder
Engagement Plan, a Land Acquisition and Compensation Framework, and an Environmental
and Social Impact Assessment were also disclosed for review and comment at the same time
(in appropriate and agreed language versions)

Extensive public consultations were held both during the scoping study and during the ESIA
disclosure periods. In relation to the ESIA, public meetings were held in Skopje (NGOs twice),
in the two municipalities where the project is located (Mavrovo & Rostuse, and Debar), and
in Tresonce village (the village nearest the dam and reservoir). Also meetings were held with
the Mavrovo National Park management and MoEPP. Comments raised by stakeholders (in
the meetings or in writing) were covered in a response document posted on ELEM's website.

tel.: +389(0) 231 66 758, fax: + 389 (0) 231 12 165; www.elem.com.mk, e-mail: contact@elem.com.mk



Complaint 1: That the ESIA is incomplete

ELEM commentary.

The ESIA was undertaken by one of the leading EIA specialist companies in Macedonia with
independent oversight provided by an internationally well-recognised Macedonian EIA
expert and an international EIA consultant who is familiar with EBRD procedures and
international EIA requirements.

The area around the Boskov Most HPP is not in a strictly protected zone but is designated as
one to continue to be open for sustainable use.

The ESIA evaluated potential effects of the Project on biodiversity, climate, tourism, and
recreation (and other resource values as well) and concluded there would be very limited
effects, and many of those would be temporary. Since only one small hydropower project
was identified as proposed for the immediate vicinity of the project, it was concluded there
would be very limited cumulative impacts in this region. Even combined with hydropower
developments in other sections of the Park, the cumulative impacts due to this specific
Project would remain very limited.

The biodiversity impact is assessed in the ESIA and found to be limited. There are no
identified threatened mammal and bird species in the project area that are likely to be
significantly impacted - lynx and otter were the main species of concern identified. Only
minor impacts on them are identified, and these are reversible at the end of the
construction period.

The project area is not characterized by pristine habitats. While the wider area of the Mala
Reka region may include habitats of this type, it's certainly not true for the areas where the
main project elements (the dam and reservoir, the power house, the main intakes) will be
located. The primary potential for impact on habitats is in the development of the road
infrastructure and these areas are already far from pristine. As noted in the ESIA, the only
pristine forest that may be affected would be in some of the areas where siphons will be
located.

Although the villages have been largely abandoned for year-round residence, even now a
limited amount of agriculture is still practiced and the land is used for cattle grazing; thus,
the pasture areas cannot really be considered to be in a semi-natural state. Although some
of the land is used for recreation, the main area for recreation is around the small chapel and
it is only used on a number of limited occasions during the year. (The ESAP and social
mitigation plan show that this will be replaced in discussion with the local communities).

The main habitat loss will be the grasses and scrubs of the semi-natural habitat in the areas
of the dam, reservoir and powerhouse locations. There are other such locations in the Mala
Reka valley between the dam and the power house and upstream of Tresonce village.

The ESIA does analyse visual impacts. The visual aspect in the upper Mala Reka valley near
Tresonce and Selce will change significantly due to the reservoir and this is documented and
illustrated in the ESIA.



There are already roads in the area and the new roads are not going to significantly change
the fragmentation pattern.

The calculation in the ESIA properly compares carbon emissions from Boskov Most HPP to
those from a fossil fuel plant that generated an equivalent amount of electricity. The fact
that the energy will not used for base load but instead for peaking does not affect the
calculation of carbon emissions.

The ESIA discusses increases in temperature and humidity that could result from the 22-
hectare reservoir. Some minor changes in humidity, air temperature and fog frequency are
expected, which would be very localized. For example, increasing the relative humidity
could increase the presence of species more adapted to such conditions, as has occurred
around Mavrovo Lake, where there has been expansion of beech communities and
increasing presence of fir species. Boskov Most is at a lower elevation, so could increase the
number of thermo-mezophilic species. In terms of biodiversity this could even be
considered a positive change, since it would increase biomass and provide better conditions
for other species of flora and fauna. No mitigation was determined to be needed, or
appropriate.

The ESIA did conclude that higher humidity caused by the reservoir could increase decay
rates in frescoes in one or more churches. Protection of this and other cultural heritage will
be the subject of a Cultural Heritage Plan to be prepared and implemented prior to
construction

Complaint2 The biodiversity assessment is incomplete

ELEM commentary

In the view of the expert team who worked on the ESIA, the MoEPP team who have
reviewed it on a number of occasions and the Management team of the Mavrovo National
Park this complaint cannot be supported. (See also parts of the response to Complaint 1)
The presence and use of the Boskov Most site by lynx and other large mammals (particularly
prey species) was considered by expert biologists who prepared the ESIA. Of particular
importance was the fact that the largest area of the project is the future reservoir, much of
which is currently pastureland and unlikely to be used by the main prey species and
therefore by lynx. This is borne out by the maps from the Lynx research project which show
most lynx occurrences on high ground, not in the river valleys where most project activities
will take place. Because of the limited impact predicted, the ESIA provided more of a
qualitative presentation of conditions and potential impacts than comprehensive lists.

The list of birds species found in the project area was inadvertently omitted from the draft
ESIA but has since been provided separately and also placed in the final ESIA. Similar to
mammals, the experts who prepared the ESIA found there would be limited impacts,
certainly none sufficient to threaten any protected species. As a result, no detailed or
quantitative examination was needed, nor any specific mitigation measures.

The ESIA included a mainly desktop analysis of biodiversity data (there were aquatic biology
field studies undertaken) and extensive discussions with the Management team of the
National Park, and reached well-supported conclusions based on the most recent data,
including ongoing studies.

ELEM agrees that the ESAP requires careful monitoring of biodiversity before and during
construction and then during operation. All evaluations of potential impacts are subject to

3



some degree of uncertainty. For Boskov Most, it is considered important that adequate data
be evaluated, and that sensitive issues be monitored during project construction and
operation to verify the conclusions of any necessary mitigation.

The requirement for a biodiversity monitoring program should not be considered as
evidence of a weak baseline characterization, but rather as a precautionary approach in this
sensitive location.

Complaint 3: The project leads to the destruction of habitat without adequate
justification

ELEM commentary

The justification of the project is set out in the ESIA, and in the recently published national
energy strategy (to 2030) and the Renewable Energy Strategy.

That the project area is in a protected area is emphasized throughout the ESIA. However,
the project area is neither composed of significant areas of natural habitat, nor of critical
habitat.

The Boskov Most HPP project area has been affected by human activities for centuries. In the
past, there were more people living here and the land was used more heavily than at
present. Now, some areas are reverting to scrub and forest habitat, but these are still not the
mature forest of the pristine areas of the Park. There are a number of areas in the Mala Reka
valley that remain as pasture and there is local farming. Although the number of inhabitants
is significantly reduced, even now there are a few year-round residents and visitors as well as
significant recreational use of the area by former residents and others during summer
holidays.

The primary potential for impact on broadleaf forest is in the development of the road
infrastructure, and the areas where roads will be are not considered pristine. The ESIA states
that the only pristine forest that may be affected would be in some of the limited areas
where the siphons will be located.

There are already roads in the area and the new support roads are not going to change any
fragmentation pattern or habitat quality. The main habitat loss will be the grasses and
scrubs of the semi-natural habitat in the areas of the dam, reservoir and powerhouse. There
are other such locations in the Mala Reka valley between the dam and the power house and
upstream of Tresonce village, and this loss was not assessed to be significant.

Complaint 4: That there is no Strategic Environmental Assessment of the national
programme sector for Energy and specifically renewable energy

ELEM commentary
Background

Within Macedonia, Strategic Environment Assessment (SEA) needs to be conducted for
certain plans and programmes and carried out in accordance to the Macedonian Law on
Environment. The plans and programmes for which SEA is mandatory are set out in a
Decree, which, inter alia, includes the energy sector.



Existing Relevant Strategic Documents in Energy Sector
These are:
Energy Strategy of RM till 2030 and associated SEA Report

This Strategy includes the Boskov Most Project (target — year 2015) as one of six new hydro-
energy projects within the Strategy time horizon.

The SEA Report includes strategic analysis and environment assessment of planned hydro-
energy project, including the BM Project. In this respect, it identifies a clear need for an
environmental impact assessment based on the Macedonian legal framework as well as best
international practices.

. Strategy on Renewable Energy Sources (RES) till 2020

A stand-alone SEA Report for this document has not been prepared. However, the SEA has
been conducted as part of the SEA process for the wider Energy Strategy. In terms of the
procedure itself, the Macedonian competent authority on SEA matters - the Ministry of
Environment and Physical Planning (MoEPP) has issued an official opinion that no separate
SEA needs to be conducted for the RES strategic document. This opinion is attached to this
letter. The MoEPP has stated that such opinion is drawn by the fact that the Strategy on RES
derives from a planning document of a higher rank - Energy Strategy, in which all RES
related aspects are included. The MoEPP further concludes that the SEA Report on the
Energy Strategy contains all necessary relevant information considered as needed to allow
the lower rank planning document (Strategy on RES) to be adopted without a separate SEA
process. In summary, it can be concluded that by adoption of the SEA Report on the Energy
Strategy and based on the MoEPP’s opinion, the SEA on the Strategy on RES is covered and
the legal requirements satisfied, thus allowing for the Strategy on RES to be adopted by the
Government of RM.

Therefore, the conclusion stated by Bankwatch: “ ...none of the projects which arise from
the Strategy (on RES) are fully compliant with the EU acquis communauitare...” is not valid.
Lack of SEA on NP Mavrovo MP

SEAs have not been prepared for other already adopted National Park Management Plans in
Macedonia (for NP Galicica and NP Pelister).

A SEA for the NP Mavrovo MP will eventually be needed but this is subject to MoEPP’s
decision.

There was a close cooperation throughout the development of the ESIA for Boskov Most
between the NP authorities and the ESIA team. The BM Management Plan and its associated
SEA will need to take into consideration the fact that the BM project (as well as other



projects) are included in the already adopted national energy strategies and recognize that
that these projects are already included in the National Spatial Plan (till 2025).
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Ref.No.08- /2
Skopje. 16.02.2012

To:

Anoush Begoyan

Project ComplaintMechanism Officer

European Bank for Reconstruction and Development
One exange Square

London, EC2A 2JN

United Kingdom

Ref: HPP Boskov Most - Response to EBRD relating additional NGO Complaint

The administrative procedure for approval of the ESIA for HPP Boskov Most project is
regulated by the national Law on the Environment and conducted by the Ministry of
Environment and Physical Planning (MEPP) as appointed state authority by this law.

The above mentioned legal administrative procedure requires that the adequacy of the ESIA
Report (Study) is to be performed by a body of experts established by the MEPP. Such body is
already appointed by the Minister for Environment and Physical Planning and therefore we
are expecting formal approval and Decision for granting consent for implementation of the
Boskov Most project in March 2012.

MANAGER
FOR DEVELOPMENT AND INVESTMENT
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Jasna Mavidovic
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Annex 5: Bio-monitoring correspondence between Bank and Complainant

To: The European Bank for Reconstruction and Development
One Exchange Square

London EC2A 2JN

United Kingdom

Mr. Alistair Clark, Corporate Director,
Environment and Sustainability, EBRD

CC:
Mr. Riccardo Puliti, Managing Director,
Head of Energy and Natural Resources, EBRD

Mr. Julien Mauduit, Operations Leader, EBRD

Mr. Paul Vlaanderen, Director for the Netherlands, Mongolia, Macedonia and Armenia,
EBRD

Mr. Jonathan Ockenden, Director for United Kingdom, EBRD

Skopje, 09.12.2011

Dear Mr. Clark,

We are writing this letter after a series of meetings with the EBRD Board of
Directors that took place last week in London. We are still very concerned about the
implementation of the Boskov Most Hydro Power Plant project in Macedonia,
especially because the Environmental and Social Impact Assessment study
indicated a lack of data and the need for 12 months of bio-monitoring of existing flora
and fauna in the project area, but does not guarantee that works will not be started
while this is ongoing.

At the public hearings that took place in September 2011, the Project Sponsor
ELEM indicated that preparatory activities for construction would start already in
March 2012. This would inevitably interfere with carrying out proper bio-monitoring
as the circumstances would not be as normal (removal of vegetation for construction
of new roads, increased movement of workers in the area and increase of noise in
the area).

In order to make sure that there will be no serious damage done to important
habitats and species by the project implementation, the bio-monitoring is essential.
This opinion is also shared by the EBRD Directors we spoke to last week.

Therefore, we request the following from the EBRD:

v" No activity on the field related to the construction of the project
components takes place before the bio-monitoring activities finish. We
expect that the EBRD will make sure that first the bio-monitoring
activities take place and then, if the results do not indicate the presence
of protected species, any related construction (or preparatory) activities
begin.



v At least 1 (one) NGO representative should be a member of the bio-
monitoring team that would carry out monitoring of the project area in a
period of 12 months before construction of the project.

v No disbursement is made to the Project Sponsor ELEM until the bio-
monitoring results are ready. We request this from the Bank because at this
moment we cannot be sure of the results of the bio-monitoring. It may well
happen that the monitoring shows the presence of a critical habitat (mainly in
relation to the presence of the Balkan Lynx in the area), and in that case, it
significantly changes the situation and future steps.

v' The ESIA study for the project indicates various plans as such as mitigation
measures (eg. Plan for control of erosion and sediments, Plan for prevention
and decrease of pollution, Plan for clearing of vegetation, Plan for noise and
vibrations, management plan for construction activities, Water management
plan, Water monitoring plan, Study for monitoring of existing flora in the area,
Study for monitoring of existing fauna in the area etc). We request that these
Plans are made available to the public and NGOs before the activities on the
ground take place.

Last, but not least, we would like to receive a list of the environmental and
safety requirements covenanted in the Boskov Most HPP project loan. We assume
that these do not contain financial and/or confidential information and that the EBRD
is therefore able to disclose them.

Looking forward to your response regarding our requirements,

Sincerely,
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Ana Colovic Lesoska

Executive Director

Center for environmental research and information “Eko-svest”
Skopje, Macedonia



European Bank
for Reconstruction and Development
Dr, Alistair Clark
Managing Director
Environment and Sustainability Department

Ana Colvic Lesoska (ref: 120117 Eko-svest)
Executive Director

Center for environmental research and information "Eko-svest”

Skopje

FYR Macedonia

17 January 2012

Dear Ms. Colovic Lesoska,

Subject: Your letter of 09 December 2011 concerning Boskoy Most Hydropower Project

Thank you for your interest in the Boskov Most Hydroiaower Project and your letter of 09

December 2011. The Bank’s PCM Officer, Ms Anoush Begoyan, has requested that we
respond to your letter directly and to be copied on the response.

In your letter, you expressed several concerns and asked the Bank to respond to each. The
Bank’s responses are presented below, with your comments shown in itafics for convenience of
review.

1. No activity on the field related to the construction of the project components lakes place
before the bio-monitoring activities finish. We expect that the EBRD will make sure that first
the bio-monitoring activities take place and then, if the resulls do not indicate the presence
of protected species, any related construction (or preparatory) activities begin.

In general, major construction works that could have a significant effect on flora and
fauna, particularly protected species, will not be undertaken until monitoring has
continued for at least 12 months; such biodiversity monitoring is required by ESAP item
1.7 (which in turn requires compliance with the environmental and social monitoring
and management plan that is part of the ESIA) and by ESAP item 6.2. Some
preliminary work, such as installation of some monitoring instruments and preliminary
roadwork, will be needed to facilitate access for monitoring and other planning
purposes. However, the Bank would expect micro-surveys of specific locations to be
completed prior to the disturbance of previously undisturbed ground so as to avoid
impacts on any protected species.

2. At least 1 (one) NGO representative should be a member of the bio-monitoring team that
would carry out monitoring of the project area in a period of 12 months before construction
of the project.

One Exchange Square, London EC2A 2]N, United Kingdom
Tel: +44 20 7338 6000 or +44 20 7496 6000 Fax: +44 20 7338 6100 or +44 20 7496 6100 Telex: 8312161 EBRD LG Web site: www.ebrd.com



Due to the wide range of biological resources that will be monitored, bioscientists of
several specialities will be needed, and multiple monitoring teams are expected to be in
the field at different times. We are open to the idea of having a suitably qualified NGO
representative accompany one or more monitoring teams as an observer or participant;
however, this will need to be discussed with ELEM, who will have the final decision.
We also note that representatives of Mavrovo National Park may also be invited to
participate in monitoring events. Further, we note that ESAP item 10.2 requires semi-
annual meetings with affected communities during construction to report on the status
of the project and ESAP-related activities.

No disbursement is made to the Project Sponsor ELEM until the bio-monitoring results are
ready. We request this from the Bank because at this moment we cannot be sure of the resulls
of the bio-monitoring. It may well happen that the monitoring shows the presence of a
critical habitat (mainly in relation to the presence of the Balkan Lynx in the area), and in
that case, it significantly changes the situation and future steps.

As noted above, the ESAP prohibits major construction activities that could have a
significant impact until after at least a year of monitoring is completed. We consider this
to be a sufficient control. Further, we would like to highlight that the ESAP requirement
applies to all (major) construction, not only construction funded through EBRD
disbursements. DI AR \'

Regarding the Balkan lynx and its prey, results from theirecent study are relatively clear
in showing limited use of the project area (in particular the largest area of impact, the
dam and reservoir area), and thus temporary disturbances during construction would not
disrupt the life cycles of either lynx or prey, or critical habitat.

The ESIA study for the profect indicates various plans as such as mitigation measures (eg.
Plan for control of erosion and sediments, Plan for prevention and decrease of pollution,
Plan for clearing of vegetation, Plan for noise and vibrations, management plan for
construction activities, Water management plan, Water monitoring plan, Study for
monitoring of existing flora in the areq, Study for monitoring of existing fauna in the area
etc). We request that these Plans are made available to the public and NGOs before the
activities on the ground take place.

The ESAP requires a wide variety of focused plans to monitor existing conditions and
potential impacts, as well as plans to avoid, reduce, and/or mitigate potential impacts,
including those cited in the comment. As a result of stakeholder interest, and in keeping
with the spirit of the Stakeholder Engagement Plan, the Bank has recommended that
ELEM host a meeting early in 2012 with interested civil society representatives to
summarise and discuss the requirements of the various draft monitoring plans before the
monitoring programs begin in the spring. Since major construction will not begin for at
least a year, we have also recommended another meeting with civil society prior to the
start of major construction to summarise and discuss the detailed mitigation plans. In
the meantime, we encourage you and other representatives to submit suggestions to
ELEM for both monitoring and mitigation plans, and we would be happy to be copied
on these communications, if appropriate.

[W]e would like to receive a list of the environmental and safety requirements covenanted in
the Boskov Most HPP project loan. We assume that these do not contain financial and/or
confidential information.



Specific environmental and health and safety requirements are not covenanted into the
loan agreement. Rather, the ESAP itself is part of the loan agreement, and this requires
detailed plans to be developed in due course (see comment 4). These plans will include
the specific requirements that must be met and must be satisfactory to the Bank,
relevant authorities, and/or independent experts. The ESAP is in the public domain on
the EBRD’s website, http://www.ebrd.com/english/pages/project/eia/41979.shtml,
among other locations.

Finally, we note your concern that the requirement for 12 months’ monitoring prior to
construction could be because of a deficiency in the ESIA. As explained previously, flora and
fauna monitoring required by the ESAP is precautionary: data at the time of the ESIA were
determined to be sufficient to evaluate potential impacts and identify general mitigation
measures. Further monitoring will now be undertaken to confirm the evaluation and to allow
mitigation measures to be refined as needed to reduce impacts to a minimum. This is normal
practice in project development and should not be atiributed to data deficiencies at the time of
project evaluation.

Once again, thank you for your interest in the Boskov Most project. We and/or ELEM will
inform you in due course of the decision on the inclusion of a CSO member on the monitoring
team(s). The Bank will continue to monitor the project closely, including the implementation of
the Stakeholder Engagement Plan and the communication;withy CSOs;!

Yours sincerely,

A

Alistair Clark
Managing Director,
Eavironment and Sustainability Department

ce: Anoush Begoyan
Riccardo Puliti
Julien Mauduit
Paul Vlaanderen
Jonathan Ockendon



Annex 6: Letter to Complainant from IUCN re status of Balkan lynx

IUCN W SSC ‘1‘"‘/9‘ L 44
R CAT SPECIALIST GROUP

Macedonian Ecological Society

Blvd "Kuzman Josifovski Pitu™ 28/3-7
1000 Skopje

Macedonia

Muri/Bern, Switzerland, 2 February 2012

Conservation assessment of the Balkan lynx Lynx lynx balcanicus

To Whom It May Concern:

The Balkan lynx, described as a subspecies of the Eurasian lynx by Buresh (1941) as Lynx lynx bal-
canicus and by Miric (1978) as Lynx lynx martinoi is a phyologenetically distinct form of lynx in the
south-western Balkans. As a consequence of its neighbourhood to the Carpathian lynx Lynx lynx car-
pathicus, its systematic distinctiveness was long debated (see e.g. Hemmer 1993). New molecular-
genetic findings have clearly confirmed the distinctiveness of the Balkan lynx from the Carpathian
population (Breitenmoser-Wiirsten & Obexer-Ruff 2003) and hence its phylogenetic particularity.

As most of the felid subspecies, the Balkan lynx has not yet been formally assessed in the IUCN Red
List of Threatened Species, although IUCN encourages such assessments. As we have been aware of
the critical situation of the Balkan lynx for several years, we have initiated a field survey (e.g.
Breitenmoser et al. 2008; Ivanov et al. 2008) and a formal assessment according to IUCN Red List
procedures (presently done as a MSc thesis by Dime Melovski at the University of Podgorica, Monte-
negro). The assessment reveals that beyond any doubt, the Balkan lynx has to be considered as Criti-
cally Endangered according to IUCN criteria.

The total number of Balkan lynx is, even considering an optimistic estimation, below 100 mature indi-
viduals, and the distribution area is highly fragmented. Conservation measures are of utmost im-
portance and have been initiated in the frame of the Balkan Lynx Recovery Programme supported by
international funders and national authorities (e.g. in the development of a Conservation Strategy and
National Action Plans for Albania and the Former Yugoslav Republic of Macedonia; see Breitenmoser
et al. 2008). Our field survey and findings from the recent work has shown that Mavrovo National
Park is the stronghold of the Balkan lynx. As a matter of fact, we could find no proof for reproduction
anywhere outside the Mavrovo region. It is very likely that Mavrovo hosts the only remaining source
population of the Balkan lynx and that any occurrence outside the Mavrovo region would disappear,
too, if the Mavrovo sub-population is further decreasing.

4/4/ / ety zcx‘u\g« 7-

Dr. Urs Breitenmoser
Co-chair, IUCN/SSC Cat Specialist Group

CHAIR: Dres Urs and Christine Breitenmoser, KORA, Thunstrasse 31, 3074 Muri, Switzerland. T: +41 31 951 9020, F: 951 9040
<urs.breitenmoser@vetsuisse.unibe.ch>,<ch.breitenmoser@kora.ch >



Annex 7: Opinion of the MOEPP regarding the issue of SEA

Republic of Macedonia
Ministry of environment
and physical planning

Archive no. 08-2734/2
Date: 17.03.2010

Ministry of Economy
Mr. Fatmir Besimi, minister

Subject: Response to Reguirement for opinion
Relation: your number 12-20610/1 dated 04.03.2010; our number 08-2734/1 dated
05.03.2010

Dear,

Regarding your requirement for opinion in order to define the necessity of
accomplishment of strategic environmental impact assessment your number 12-
20610/1 dated 04.03.2010 for Base Study - Strategy for usage of renewable energy
resources of Republic of Macedonia, Ministry of environment and physical planning
issues the following

OPINION

During the preparation process and promulgation of Strategy for usage of
renewable energy resources of Republic of Macedonia, the necessity of
accomplishment of strategic environmental impact assessment is not taken into
consideration, in accordance with volume X from Environmental Law (“Official
Gazette of Republic of Macedonia” no.53/05, 81/05,24/07 and 159/08) and
subordinate acts which refer to subject issue (Directive of strategies, plans and
programs, including modifications of those strategies, plans and programs
where obligatory procedure for assessment of their impact over environment
and health of people is accomplished (“Official Gazette of Republic of Macedonia”
no. 153/2007); Directive for content of report for strategic environmental
impact assessment (“Official Gazette of Republic of Macedonia” no. 153/07) as well
as in accordance with requirements of EU Directives.

The opinion is constructed in accordance with the submitted documentation as well
as taking into consideration that above mentioned Strategy resulting from higher
strategic document - Strategy for energy development until 2030 where renewable
energy resources are already processed and there is accomplished strategic
assessment for the same. Report for strategic environmental assessment of Strategy
for energy development until 2030 includes the information which is necessary for
promulgation of lower strategic document. The Strategy for usage of renewable
energy resources of Republic of Macedonia, and which according to existing
knowledge and estimation methods, content and details of Strategy for energy
development until 2030, contribute for regular impact assessment of Strategy for
usage of renewable energy resources of Republic of Macedonia over the




environment and also avoiding of duplication of environment impact assessment is

enabled.

If during the realization process of particular projects within Strategy, it is estimated
that the same could impact the environment, procedure for environment impact
assessment of the projects should be conducted for the same (EIA).

Respectfully,

Prepared by: Vesna Indova
Approved by: Kaja Sukova

Signatures and stamp authentic

MINISTER
PhD Nexhati Jakupi

In witness whereof this translation of the above
document, originally in Macedonian language, is
correct, | d ix my seal and signature,

N e
/(’ig-. ‘3 /'

AUT BIZED,,CPURF\SI'RANSLATOR
MAR&QMy’erS,K&;'

p. ("\\

\(3.. A 5
Tel./Fax: ‘(om‘g/ 2)3149 165
Cell: (00389 70) 863560

E-mail: marijadh@yahoo.com

Skopje, on 01.12.2011

MoTepagysam geKa npaBunHo
ro N3BPLUMB NPEBOAOT 04
MakegoHCK Ha AHIUCKN

Mob6uneH: (00389 70) 863560

E-mail: marijadh@yahoo.com

Ckonje, 01.12.2011






