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

Contact information
Inquiries should be addressed to:
The Project Complaint Mechanism (PCM)
European Bank for Reconstruction and Development
One Exchange Square
London EC2A 2JN
Telephone: +44 (0)20 7338 6000
Fax: +44 (0)20 7338 7633
Email: pcm@ebrd.com
 http://www.ebrd.com/work-with-us/project-finance/project-complaint-mechanism.html

How to submit a Complaint to the PCM
Complaints about the environmental and social performance
of the EBRD can be submitted by email, telephone or in writing
at the above address, or via the online form at:
 http://www.ebrd.com/work-with-us/project-finance/project-complaint-mechanism/submit-acomplaint.html
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EXECUTIVE SUMMARY
The Project Complaint Mechanism (PCM) received a Complaint from community members
(Complainants) from Olyanytsya, Zaozerne and Kleban villages in Vinnytsia Oblast, Ukraine. The
Complainants assert they have been impacted by the activities of the EBRD investments in MHP,
including the MHP Corporate Support Loan and the MHP Biogas Projects.
The Complainants are supported by representatives of local and international civil society
organizations. In their Complaint letter the Complainants requested Problem-solving. Should
Problem-solving not be successful, they requested that PCM undertake a Compliance Review.
The Eligibility Assessors have determined that the Complaint is eligible for Problem-solving in
accordance with the PCM Rules of Procedure, specifically paragraphs 24-26 and 28-29. The
Complaint:
•
•
•
•
•
•

has been filed within prescribed timeframes;
describes the PCM functions requested;
describes the outcomes sought;
provides adequate information relating to prior communications with the Bank and Client;
raises issues that are appropriate for a Problem-solving and the Eligibility Assessors
consider that a dialogue process is likely to have a positive effect;
is not disqualified under any criteria set forth in paragraph 28 of the PCM Rules of
Procedure.

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

I.

BACKGROUND

1. On 5 June 2018 the Project Complaint Mechanism (PCM) received a Complaint connected
with EBRD investments in Myronivsky Hliboproduct (MHP). MHP Group is a leading vertically
integrated poultry/grain/fodder producer in Ukraine. The Complaint was submitted by
community members from Olyanytsya, Zaozerne and Kleban villages in Vinnytsia Oblast,
alleging impacts on the environmental and social conditions in the community and limited
access to information about MHP’s activities and EBRD’s investments. The Complaint
requested that a Problem-solving Initiative (PSI) be undertaken by the PCM and, if not
successful, Compliance Review. 1
2. The PCM Officer registered the Complaint on 21 June 2018 in accordance with paragraphs
11-13 of the PCM Rules of Procedure (PCM RP). The Complaint was subsequently posted on
the PCM Register pursuant to paragraph 20 of the PCM RP.
3. On 29 June 2018 Mr Constantin-Adi Gavrila was appointed as ad hoc PCM Expert to conduct
this Eligibility Assessment jointly with the PCM Officer, in accordance with paragraph 22 of
the PCM RP.
4. PCM is aware that a similar Complaint has been submitted by the same community members
to the Compliance Advisor Ombudsman (CAO) 2 of the World Bank Group. PCM has been
communicating with CAO representatives to seek means to collaborate and to avoid
duplication of efforts and disturbance to common parties during the Complaint processing, in
line with paragraph 23 of the PCM RP.
5. Although four EBRD investments in MHP are referred to in the Complaint, two Projects are
relevant for the purposes of the Complaint. The Project Summary Document regarding the
MHP Corporate Support Loan Project provides as follows:
•

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

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

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

Complaint 2018/09, available at http://www.ebrd.com/work-with-us/project-finance/project-complaintmechanism/pcm-register.html and annexed to this report.
2 For more details, please visit: http://www.cao-ombudsman.org/cases/case_detail.aspx?id=1274
3 Project Summary Document for MHP Corporate Support Loan, available at https://www.ebrd.com/workwith-us/projects/psd/mhp-corporate-support-loan.html.
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Board of Directors on 13 December 2017, as a category B Project under the 2014
EBRD Environmental and Social Policy. The Project elements are site specific and
readily addressed through well-understood mitigation measures. 4
II.

STEPS TAKEN IN THE ELIGIBILITY ASSESSMENT

7. The Eligibility Assessors have undertaken a general examination of the Complaint, as well as
the formal response of EBRD Management to the Complaint, as well as documents and
information provided by the Complainants, EBRD staff and the Client.
8. Initial meetings by teleconference were held with Complainants, Bank staff and the Client in
July 2018. In-country consultations were also undertaken by the PCM Expert together with a
member of CAO staff and a CAO consultant during 10-15 August 2018.
9. The in-country meetings held with Complainants had a number of objectives, including to:
•
•
•
•

•
•

Understand the Complainants’ general experience with MHP activities, including
positive impacts as well as pending concerns;
Explore, in general terms, the underlying needs of the Complainants and consider the
Complainants’ request for confidentiality;
Clarify what the PCM Problem-solving and the Compliance Review functions can and
cannot achieve in order to manage Complainants’ expectations;
Survey Complainants’ views about whether a PSI might be helpful (or not), also
considering the Complainants’ request to keep their identities confidential, and
assess interest in pursuing a constructive dialogue;
To circle back and share with the community members the Company’s preferences;
and
Discuss Complainants’ views generally on terms to be included in a potential
Framework Agreement for a constructive dialogue process.

10. Meetings with MHP representatives at their offices in Ladyzhyn were aimed at understanding
the Company’s perspectives on the issues raised and clarifying the PCM functions and
procedures. MHP had also organised two site visits, to the Olyanytsia new bypass road and to
the Ladyzhyn wastewater treatment plant, both constructed by MHP.
11. During the mission, meetings were also held with the heads of Olyanytsya and Kleban
villages, who expressed their views regarding the issues raised by Complainants.
III. SUMMARY OF THE RELEVANT PARTIES’ VIEWS
1. Complainants
12. In the Complaint, the Complainants raised environmental and social concerns as well as
concerns about limited access to information in relation to the operations of MHP. They also
asserted that EBRD has not acted in accordance with its obligations under the Environmental
and Social Policy in relation to its investments in MHP.
13. Complainants stated their belief that full resolution of the matter is possible through a
constructive facilitated dialogue between MHP and affected community members, and so

Project Summary Document for MHP Biogas, available at https://www.ebrd.com/work-withus/projects/psd/mhp-biogas.html.
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requested that PCM initiate a PSI. Yet, if parties are not able to agree on a solution,
Complainants requested that a Compliance Review be undertaken.
14. In summary, the Complainants asserted that:
The construction and operation of MHP agribusiness activities in our local area, namely
its interrelated Vinnytsia Poultry Farm (VPF) and Zernoproduct Farm activities (collectively
“the Project”), have caused continuous odour and dust impacts from a significant and
growing number of facilities surrounding our villages and from the application of manure
on nearby fields. Project activities have led to a drastic increase in heavy vehicle traffic
through our villages, resulting in damage to roads and nearby residences, as well as
additional impacts from dust, noise and foul odours for residents along major MHP
thoroughfares. Community consultation processes have been poor, based on inadequate
disclosure of information, and involved pressure from Company representatives to
support the Project and suppress any dissent. We also fear additional impacts from the
Project, including pollution of our air, water and soil. Water levels in some local wells
have been noticeably depleted in recent years, and we fear that this is caused by MHP’s
local operations. Moreover, we fear that the planned expansion of the VPF, which will
double its operations and involve construction of a new biogas plant, will also cause
additional impacts. MHP has failed to provide us with basic information that would allow
us to understand the full extent of these and other impacts and be assured that the
Company’s activities will not negatively affect our environment and health.
15. During in-country meetings affected community members validated the issues raised in the
Complaint and confirmed that their immediate priority is to pursue Problem-solving; the
Compliance Review function could be considered at a later stage in the case that Problemsolving is not successful. Community members also noted their preference that PCM and CAO
coordinate to the extent possible to support a single dialogue process for both complaints.
2. Bank Management
16. In a written response 5 to the Complaint, EBRD Management indicated support for a PSI
involving MHP and community members from the villages referred to in the Complaint.
17. The Bank stated that MHP is a long-standing EBRD Client and that the following Projects have
been undertaken with MHP:
•
•
•

•

July 2010: loan for financing working capital associated with expanding operations
and the construction of a biogas plant at the poultry farm Oril Leader.
November 2013: financing to support the acquisition of agricultural and grain
infrastructure in Russia and capital expenditures related to agricultural equipment for
MHP Group’s agricultural farming operations in Ukraine.
November 2015: loan to support the agricultural working capital needs of MHP
associated with the growing of grains and oilseeds and the processing of these grains
and oilseeds into raw material for fodder production. The capex component of the
loan supported the purchase of new agricultural equipment for crop farming as well
as oilseed processing activities after the launch of a new soy processing plant.
December 2017: loan for the construction of a Greenfield 10 MW biogas plant in
Vinnitsa region of Ukraine.

18. The Bank highlighted that, to date, the only outstanding Project concerns the biogas plant.
They also indicated that EBRD provided financing to MHP and that the subsidiaries
mentioned in the Complaint letter are not direct borrowers under EBRD loans, although the
5

Bank Management Response dated 20 July 2018 available in annex to this report.
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Bank noted that, these subsidiaries, being involved in farming and fodder activities, could
have indirectly benefited from EBRD funds.
19. In relation to the MHP Biogas Project, the Bank stated that environmental and social due
diligence on the Project was undertaken and that a number of issues were identified and are
being addressed by the Company, such as lack of a cumulative environmental and social
impact assessment.
20. EBRD Management indicated that they believe there have been substantial improvements in
the environmental, social and stakeholder engagement practices of the Company. In spite of
the efforts undertaken to date, the Bank welcomed the opportunity for an independent
review of the issues raised and committed to offer the necessary support to the PCM to
accelerate the dialogue process to try and resolve the issues raised.
21. Finally, in a meeting held in Kiev on 15 August 2018, the EBRD project team indicated their
previous efforts in engaging with Complainants, starting back in 2013, as well as the EBRD’s
continuous support offered to MHP in improving the way they engage with stakeholders,
manage grievances and offer public access to information.
3. The Client
22. The PCM Officer informed the Client about the registration of the Complaint and invited them
to provide a response. The Client provided a written submission to the PCM on 26 July 2018
and agreed that certain information should be included as part of the Eligibility Assessment
report. Additional information was provided by the Client during in-country meetings. In
summary, MHP provided the following information:
•

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

•

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

•

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

•

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

•

MHP currently does not foresee risks of air, soil or groundwater contamination. The
Client explained that they follow local compliance rules concerning the application of
chicken manure and pesticides in the fields. In relation to Complainants’ alleged
impacts on drinking water wells in the villages, the Client stated that independent
expertise was conducted and its results did not show any connection between the
Company’s activities and the increased level of nitrates in the water wells.
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•

All measures are being taken by the Company to comply with requirements of
Ukrainian labour legislation and International best practice. They explained that the
Company is regularly conducting internal health and safety audits and risk
assessments.

23. During meetings the Company also presented information regarding their activities and the
social support the Company is offering to local communities, such as creation of new jobs
(around 5,000 jobs created as of January 2018), development and maintenance of villages’
infrastructure, and preservation and restoration of cultural and historical heritage sites
(investments about 40 million UAH during 2012-2018).
24. Further, the Company indicated their willingness to participate in a PCM-facilitated dialogue
process with the Complainants, to discuss the issues raised in the Complaint. The Company
also noted their preference that PCM and CAO coordinate to the extent possible to support a
single dialogue process for both complaints.
IV. DETERMINATION OF ELIGIBILITY
25. The Eligibility Assessors have examined the Complaint as well as relevant information from
the Bank and Client to determine whether the relevant eligibility criteria are met under the
PCM RP.
26. Pursuant to paragraph 24 of the PCM RP, the Eligibility Assessors do not judge the merits of
the allegations in the Complaint and do not make a judgement regarding the truthfulness or
correctness of the Complaint in making their determination on eligibility.
27. The Eligibility Assessors have taken note of information relating to the criteria set out in
paragraph 25 of the PCM RP:
•

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

•

Outcomes: Complainants have indicated the following outcomes sought as a result of
the PCM process:
a) Publicly release information, in an appropriate form and language, about the
Project and its local impacts. This should include, but not be limited to,
information on the total water use of the VPF and Zernoproduct Farm, impacts on
surrounding groundwater and other water resources and cumulative pollution
impacts on air, water and soil. Information should also explain the cumulative
impacts of the Project together with other polluting activities in the area. Finally,
it should include information about all currently envisioned new MHP operations
in the area, including construction of VPF Phase 2 facilities, new land
acquisitions by Zernoproduct Farm and other local Project operations.
b) Work with local communities to develop improved consultation processes that
enable all affected people to meaningfully consult on the entire planned farm
expansion, and on any specific facilities that may affect them;
c) Commission an independent investigation into the Project’s local air, water and
soil pollution impacts and any potential links to health impacts in local residents;
d) Implement, and ensure strict adherence to, effective mitigation measures to
address odour and pollution impacts;
e) Implement necessary measures to address and minimize impacts from Projectrelated heavy vehicle road use, including by constructing necessary bypass
roads, implementing and effectively enforcing vehicle speed and safety
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measures, repairing and strengthening roads along primary MHP thoroughfares
and funding repairs for property damage caused by heavy vehicle road use;
f) Commission an investigation into reported employment issues and work with
independent experts to make any necessary improvements to workplace policy,
practice and/or culture; and
g) Suspend construction of Phase 2 facilities until a comprehensive assessment of
social and environmental impacts is disclosed and meaningful, inclusive
consultations are held.
•

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

•

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

28. Pursuant to paragraph 28 of the PCM RP the Eligibility Assessors have not found that the
Complaint was filed fraudulently or for a frivolous purpose, or that its primary purpose is to
seek competitive advantage through the disclosure of information or through delaying any
EBRD Project. Further, the Complaint has not been addressed by a mechanism of another cofinancing institution, and it does not relate to the obligations of a third party.
1. Eligibility for a Problem-solving Initiative
29. The Eligibility Assessors have determined that the eligibility criteria set out in paragraph 24(a)
of the PCM RP are satisfied, named that the Complainants are affected by MHP operations
and that the issues raised are covered by Environmental and Social Policy.
30. Pursuant to paragraph 26 of the PCM RP, the Eligibility Assessors consider that a PSI may
assist in resolving the issues raised in the Complaint and is likely to have a positive result.
Several factors inform this conclusion:
•

The Relevant Parties have sufficient incentives to reach an agreement;

•

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

•

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

31. Finally, the Eligibility Assessors have noted the Complainants’ expectation for a constructive
dialogue with MHP and the expectation for the PCM to provide a structured and
independently facilitated framework for such a dialogue.
2. Eligibility for a Compliance Review
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32. The Eligibility Assessors consider that paragraph 24(b) of the PCM RP is met as there are two
investments in MHP that meet the prescribed timeline for a Compliance Review. Further, the
issues raised by Complainants relate to the Environmental and Social Policy.
33. The Eligibility Assessors must consider paragraph 27 of the PCM RP, which provides:
Where the Complaint raises issues appropriate for a Compliance Review, the Eligibility
Assessors will, in their determination of eligibility, also consider whether the Complaint
relates to: (a) actions or inactions that are the responsibility of the Bank; (b) more than a
minor technical violation of a Relevant EBRD Policy unless such technical violation is
alleged to have caused harm; (c) a failure of the Bank to monitor Client commitments
pursuant to a Relevant EBRD Policy.
34. The Eligibility Assessors are of the view that paragraph 27 of the PCM RP is satisfied. While
the Bank’s assertion that the alleged impacts stem from broader MHP activities rather than
due to the specific investments it has made is very clear, a number of the issues as
presented by Complainants raise potential project scoping, appraisal and monitoring
questions. Accordingly, and mindful of the need to refrain from making any judgement on the
merits of the Complaint, the Eligibility Assessors find that the Complaint relates to such Bank
responsibilities as described in the Environmental and Social Policy. Finally, the Eligibility
Assessors consider that the Complaint raises more than a minor technical violation of the
Policy.
V.

CONCLUSION

35. On the basis of the information set out above, the Eligibility Assessors have found that the
Complaint satisfies the eligibility criteria for both Problem-solving and Compliance Review. In
accordance with the PCM RP 6 the Eligibility Assessors have determined that the PSI should
be conducted in first instance, and the scope of any Compliance Review would be considered
at a later stage, pending the outcomes of the PSI and subject to further discussions with
Relevant Parties. Accordingly, terms of reference for the Compliance Review would be
developed and discussed with parties at that time.

In accordance with paragraph 30 of the PCM RP: “The Eligibility Assessors will issue an Eligibility
Assessment Report […] with a determination of whether the Complaint is eligible for a Problem-solving
Initiative, Compliance Review, both (with a decision regarding the order in which they should be
conducted), or neither.”
6
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TERMS OF REFERENCE FOR A PROBLEM-SOLVING INITIATIVE
Complaint on MHP Corporate Support Loan and MHP Biogas Projects, Ukraine
Request: 2018/09
Application
1. These Terms of Reference apply to any activity or action undertaken as part of the Problemsolving Initiative, which includes the promotion of a facilitated dialogue among the Parties to
discuss the issues raised in the Complaint, without attributing blame or fault. 7
2. Activities carried out as part of the PSI and subject to these Terms of Reference are subject
to modifications which the Problem-solving Expert and the PCM Officer may, at any time,
expressly agree upon, except modification that may prejudice the interests of any Relevant
Party or is inconsistent with accepted dispute-resolution practice. 8
Problem-solving Expert
3. The Problem-solving Expert shall conduct the PSI in a neutral, independent and impartial
manner and will be guided by principles of objectivity and fairness giving consideration to the
needs, concerns and interests of the Relevant Parties.
Time Frame
4. The PSI will commence as soon as practicable following the President’s decision to accept
the Eligibility Assessors’ recommendation to undertake a PSI.
5. Every effort shall be made to ensure that the PSI is conducted as expeditiously as
circumstances permit. It is intended that the first stage of the process, including capacitybuilding and facilitated discussions among the Relevant Parties, will be completed within 45
calendar days. It is understood that the time for subsequent stages will be guided by the
requirements of the process. The PSI will be considered completed when the Relevant Parties
reach an agreement, if one of the Parties no longer wishes to continue in the process, or
when, in the opinion of the Problem-solving Expert, no further progress toward resolution is
possible, as per paragraph 37 of the PCM RP.
Procedure: Conduct of the Problem-solving Initiative
6.

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

The problem-solving function of the PCM is described in the Rules of Procedure as having “the objective
of restoring a dialogue between the Complainant and the Client to resolve the issue(s) underlying a
Complaint without attributing blame or fault.”
8 European Code of Conduct for Mediators:
http://ec.europa.eu/civiljustice/adr/adr_ec_code_conduct_en.pdf.
7
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deems necessary including facilitated information-exchange, mediated bilateral and joint
discussions and conciliation.
7. During the course of the PSI the Problem-solving Expert may:
a. Organize the dialogue process;
b. Develop an agreed work plan and framework agreement for the process, in consultation
with the Complainants and the Client;
c. Finalize objectives for the dialogue process and agendas with input from all Parties;
d. Seek to ensure a productive working environment where Parties can explore creative
options;
e. Facilitate solutions as described by the different stakeholders and initiate and guide the
PSI process;
f. Document and publish process results and agreements, as appropriate and in
consultation with the Parties;
g. Treat all Parties with respect and assure a fair and balanced process where Parties can
make informed choices;
h. Coordinate with independent experts and/or Independent Accountability Mechanisms, as
appropriate.
Note: It is not the role of the Problem-solving Expert to decide whether Parties’ actions,
opinions or perceptions are right or wrong or to arbitrate in favour of one of the Parties.
Problem-solving Initiative Completion Report
8.

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

9. Prior to publicly releasing the Problem-solving Completion Report, the PCM Officer will verify
with all Relevant Parties that they agree to the content as well as public release of the Report
and that there are no confidentiality concerns raised.
10. The Completion Report shall be distributed to the Relevant Parties, the President and the
Board of Directors for information, and publicly released in accordance with paragraph 38 of
the PCM RP.
11. In accordance with paragraph 39 of the PCM RP, the PCM Officer will monitor the
implementation of any agreements reached during the PSI. The PCM Officer will submit draft
PSI Monitoring Reports to the Relevant Parties who will be given reasonable opportunity to
comment on such Reports. If the PCM Officer receives comments from the Relevant Parties,
the PCM Officer will have five (5) Business Days from the day the last comments are received
to finalise the Report and will send the final Report to the President and to the Board. Within
five (5) Business Days thereafter, the PSI Monitoring Report will be publicly released and
posted on the PCM website. The PCM Officer will issue PSI Monitoring Reports at least
biannually or until the PCM Officer determines that monitoring is no longer needed.

12

Exclusion of Liability
12. Without prejudice to the privileges and immunities enjoyed by PCM Experts, the Problemsolving Expert shall not be liable to any party for any act or omission in connection with any
PSI activities undertaken pursuant to these Terms of Reference.
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ANNEX 2: BANK MANAGEMENT RESPONSE TO THE COMPLAINT
EBRD management welcomes the proposed problem solving initiative presented by community
members from the villages of Olyanytsya, Zaozerne and Kleban in Vinnytsia Oblast, Ukraine. The
complainants contend that they have been impacted in various ways by the operations of PJSC
Myronivsky Hliboproduct (“MHP” or the “Company”) and its subsidiaries, namely Vinnytska
Ptahofabryka LLC, Vinnytsia Poultry Farm Branch Complex for Manufacturing Feeds LLC and
PrJSC Zernoproduct MHP.
MHP is a long-standing client of EBRD. The Bank has undertaken 4 projects with the Company
as follows:
•

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

•

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

•

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

•

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

As of today, only part of the 2015 loan and the loan for the biogas plant remain outstanding. It
should be clearly noted that under all four transactions with MHP Group, EBRD provided
financing to PJSC Myronivsky Hliboproduct, a sub-holding Company of the Group in Ukraine, as
the Borrower. Vinnytska Ptahofabryka LLC, Vinnytsia Poultry Farm Branch Complex for
Manufacturing Feeds LLC and PrJSC Zernoproduct MHP, mentioned in the complaint letter dated
5 June 2018, were not direct borrowers under EBRD loans, although being involved in farming
and fodder activities could have indirectly benefited from EBRD funds. However, the Bank has
never directly financed the poultry production activities of the Company.
In respect of the MHP Biogas project signed in 2017, a number of specific issues have been
raised. The project was categorised B by the Bank as impacts from project elements were judged
to be site specific and readily addressed through well-understood mitigation measures.
Environmental and social due diligence on the project was undertaken by independent
consultants and a number of issues were identified which need to be addressed by the Company.
Key amongst these was the lack of a cumulative environmental and social impact assessment,
and the Bank therefore agreed with the Company that the Environmental Impact Assessment
(EIA) for the CHP Complex should include consideration of the linear infrastructure components
of the Project (pipeline transmissions lines) and relevant cumulative impacts, in line with the
revised national EIA requirements effective December 2017 and best practice. These
requirements, along with other identified issues, were addressed within an ESAP which was
agreed with the Company and is currently under implementation.
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The EIA report is now complete and has been released by the Company for public consultation.
http://eia.menr.gov.ua/uploads/documents/521/reports/5fc51ce7e0b58a9137ac310da3480f
98.pdf. The public consultation process and analysis by the relevant regulatory bodies is
expected to be completed in September-October 2018.
The Bank has long been aware of the complaints raised against MHP by local and international
civil society organisations and by local communities. Allegations made included:
•

Poor labour and land acquisition practices;

•

Shortcomings in environmental impact assessment processes;

•

Lack of transparency in terms of document release and public meetings;

•

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

•

Intimidation of activists and opponents of MHP development plans.

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

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

•

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

•

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

•

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

•

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

•

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

The Bank has also worked with other IFI colleagues to help address the issues raised and to
present a harmonised approach to enforcing standards within the Company.
Overall, the Bank believes that there have been substantial improvements in the environmental,
social and stakeholder engagement practices of the Company. Improvements have included the
hiring by the Company of specific expertise in corporate social responsibility and stakeholder
engagement, the updating and enhancement of a variety of Company policies and procedures,
improvements to transparency and openness and implementation of an improved complaint
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register and grievance handling mechanism. The Bank has, on a number of occasions, raised the
identified issues at the highest levels within the Company and believes that the Company fully
understands the seriousness of the allegations and is fully committed to addressing these.
In spite of these efforts and actions, the Bank understands that deep concerns clearly remain in
respect of the on-going developments of the Company. The Bank therefore welcomes the
opportunity for an independent review of the issues raised. The Bank will work with the appointed
PCM expert, the Company and the complainants to ensure full disclosure of required information
and to accelerate dialogue to try to resolve the issues raised.
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