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BOUNDARIES

Registration #2016-11-11-1 November 11, 2016

To: Hu Xiaolian, Chairwoman

China Export Import Bank

No.30, FuXingMenNei Street

XiCheng District, Beijing 100031,P.R.China
Tel: (010) 83579988 Fax: (010) 66060636

ATTN: Risk Management and Internal Control Committee, Project Evaluation Committee, International
Department

Re: Environmental and Social Impacts of LNG Development in Yamal Peninsula
Dear Madame Chairwoman Hu Xiaolian:
Warmest greetings from Russia.

As organizations dedicated to environmental protection in Russia, we wish to bring your attention the
Yamal LNG project, located in the Arctic region.

We note with satisfaction that the environmental and social impact assessment (ESIA) was conducted in
accordance to Russian law and regulations and international standards. However, given the complexity
of this project, which includes the construction of a liquid natural gas (LNG) plant, gas pipelines,
terminal, shipping channel, natural gas field development, and shipping traffic, we wish to direct your
attention to some environmental, social, and cumulative risks and impacts which were not assessed in
full.

Currently, the ESIA does not provide sufficient information, analysis, or a comprehensive management
plan for addressing the project’s significant impacts on biodiversity, fishing, indigenous peoples, and
accidents in the Ob river mouth. As you may know, the Ob river is one of the largest river ecosystems on
Earth, which spans most of Western Siberia in Russia as well as parts of Kazakhstan, China, and
Mongolia.

Unaddressed Environmental and Social Risks in the Yamal LNG project

We have identified key environmental and social risks which unfortunately were not adequately
addressed in the Yamal LNG ESIA. These include:

- Impacts from dredging work during the construction period and during the operational stage



- Risks of collision and noise disturbance on marine mammals, and the lack of proper mitigation
measures for marine mammals protection

- Hydrocarbons spill response plan for construction and operational stage

- Cumulative environmental impact assessment for shipping activities in Ob river, especially in
regards to when other companies begin high risk activities such as shipping and transporting oil
and condensate in the Ob river mouth*

- Thereis also a need to conduct a cumulative social impact assessment (CSIA) of the Yamal LNG
project. This study would assess the social impacts of related and adjacent gas & oil extraction
activities on the Yamal Peninsula (both existing and planned), such as climate-induced
environmental changes, the impact of the recent massive outbreak of anthrax in reindeer herds,
in addition to related policies and regulations constraining nomadic indigenous communities.

- Given the importance of fisheries for population of Ob River basin, as well as the emerging crisis
in reindeer herder communities, ensuring independent oversight of the oil & gas industry is
extremely urgent in order to prevent any potential accidents or negative impacts. Ensuring
independent oversight will also help encourage more open communication among oil & gas
companies, local communities, and other concerned stakeholders.z)

As a global financial leader, China Export Import Bank (China Exim) has created environmental policies
and tools to help their clients manage environmental and social risks. In an effort to encourage strong
environmental and social compliance from Yamal LNG, we respectfully ask China Exim Bank to require
your client, Yamal LNG?, to apply international standards and best practices to the development of
the Yamal project as a whole, and especially to dredging work and shipping in Ob river mouth.

We believe that the additional application of international standards to this project will help reduce or
mitigate avoidable environmental and social impacts, some of which may cause irreparable harm to the
fragile Arctic ecosystem and indigenous communities if left unaddressed. As such, we ask for further
clarity regarding how international standards and best practices will be used to ensure that
environmental and social compliance are held to the highest standards.

We understand that China Exim Bank benefits from Chinese government and your own institutional
policies to encourage adherence to international norms and standards for overseas investments. As you
may know, the 2012 Green Credit Guidelines obligate Chinese banks to comply with “international
norms and best practices” when abroad, and the 2009 Guidelines on Corporate Social Responsibility of
Financial Institutions ask that Chinese financiers should develop their business plans “in light of
international treaties, international practice and industry guidelines”.

Given the involvement of China National Petroleum Company (CNPC) in providing engineering
construction® and as a purchaser of LNG®, the 2013 Guidelines on Environmental Protection for Foreign

! For more information, please see this independent assessment conducted by WWF Russia.
http://wwf.ru/data/oil/wwf_yamallng_comments-on-eia_final_eng.pdf

% please find more information from about this from the International Work Group for Indigenous Affairs..
http://www.iwgia.org/news/search-news?news_id=1396 and the Barents observer http://thebarentsobserver.com/arctic-
ecology/2016/08/greenpeace-not-wanted-yamal.

3 As you are aware, Yamal LNG’s shareholders include: NOVATEK (50.1%), CNPC (20%), Total (20%), and Silk Road

Fund (9.9%).

http://www.novatek.ru/common/tool/stat.php?doc=/common/upload/doc/2016_04_29 press_release_Chinese_banks_FA_(E
NG).pdf

* CNPC is a shareholder of Yamal LNG.
http://www.cnpc.com.cn/en/nr2016/201602/d64e11d3ccb142d6b203477781c6b5f2.shtml

2



Investment and Cooperation “encourage enterprises to research and learn from principles, standards
and practices with respect to environmental protection that are adopted by international organizations
and multilateral financial institutions”, which include standards such as the Equator Principles®.

We are pleased to also note that China Exim Bank has developed its own institutional policy framework
to support Chinese policies regarding environmental protection in host countries and the application of
international standards among overseas investments. In the bank’s Environmental Policy, it states that
during the project examination stage, “once any unacceptable negative environmental impacts result
during the project implementation, China Exim Bank will require the implementation unit to take
immediate remedial or preventive measures. Otherwise, they will discontinue financial support”.

In addition, the Guidelines for Environmental and Social Impact Assessments of China Export and Import
Bank’s Loan Projects Policy states that when “the host country does not have a complete environmental
protection mechanism or lacks environmental and social impact assessment standards, we should refer
to our country’s [Chinese] standards or international standards”. It also states that the bank should
“openly consult the public”, thus promoting positive international cooperation between Chinese and
local stakeholders.

In that spirit, we included below information on international best practices and standards regarding the
aforementioned environmental and social impacts for your consideration, per Chinese government and
bank policy.

On Dredging
— OSPAR is an international mechanism by which 15 Governments & the EU have pledged to
protect the marine environment and Arctic waters of the North-East Atlantic. OSPAR has
developed best practices’ in regards to assessing, managing, and reporting dredging activities.
OSPAR was established in 1972 after the Oslo Convention to address dumping and was
subsequently expanded to include land based sources of dumping after the 1974 Paris
Convention?®.

On Increased Shipping Traffic and Accidents
—  The Emergency Prevention, Preparedness and Response Working Group (EPPR)® is a working
group of the Arctic Council. It addresses approaches towards the prevention, preparedness, and
response to environmental emergencies in the Arctic. Increased shipping traffic and accidents

5 http://www.novatek.ru/common/tool/stat.php?doc=/common/upload/doc/YLNG_CNPC_Contract_ENG.pdf

® The Equator Principles is a voluntary risk management framework developed by the banking sector. It establishes a minimum
framework for identifying, managing, and assessing environmental and social risks. The Equator Principles consist of ten
principles which banks must consider when approving project finance and certain types of loans. The Principles call for
promoting grievance mechanisms, strong loan covenants, and ensuring stakeholder engagement. Although challenges and gaps
remain in ensuring the full implementation of the Equator Principles, they remain relevant resource in considering how banks
can ensure client compliance in environmentally sensitive projects and have been referenced as positive models in managing
environmental and social risk in various Chinese banking policies. For more information, please visit:
http://www.banktrack.org/show/pages/equator_principles

7 “OSPAR Guidelines for the Management of Dredged Material at Sea”, OSPAR Commission.
http://www.magrama.gob.es/es/costas/temas/proteccion-medio-marino/2014-
06_OSPAR_DREDGED_MATERIAL_GUIDELINES__2_tcm7-325131.pdf

8 “The North East Atlantic”, OSPAR Commission. http://www.ospar.org/convention/the-north-east-atlantic

® “About EPPR”, EPPR and Arctic Council. http://arctic-council.org/eppr/about-eppr/
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can lead to a rise in oil spills, and so the EPPR has developed an oil spill prevention best practice
guide™.

— The Protection of the Arctic Marine Environment Working Group (PAME) is another working
group of the Arctic Council. PAME published the Arctic and Gas Guidelines to reduce the threat
of major disasters in Offshore Oil and Gas Operations™®.

On Arctic Biodiversity

— Founded in 1993, the Convention on Biological Diversity (CBD) is dedicated to conserving
biological diversity, of which Russia is a party. The Convention establishes General Measures for
Conservation and Sustainable Use, which requires contracting parties to “Integrate, as far as
possible and as appropriate, the conservation and sustainable use of biological diversity into
relevant sectoral or cross-sectoral plans, programmes and policies”*?. In a recent Russian
national report submitted to CBD, destruction to animal and plant habitats caused by land
development such as oil and gas exploration was named as the first major threat to Russian
biodiversity™. Furthermore,” increased fragmentation of tundra and forest-tundra in the areas
of oil and gas exploitation in the ... Yamalo-Nenets” autonomous district was named as a
negative trend impacting Russian diversity'*. The Yamal Peninsula is located in Yamalo Nenets
autonomous district.

— The Conservation of Arctic of Flora and Fauna (CAFF) is another working group of the Arctic
Council. It provides recommendations on the conservation and management of biodiversity
associated with sea ice®™.

On Indigenous Peoples’ Livelihoods and Culture

The rights of indigenous peoples’ livelihoods and culture are enshrined in the United Nations
Declaration On The Rights Of Indigenous Peoples. A variety of international norms and instruments have
been created to further recognize and protect indigenous peoples’ rights to livelihoods and culture, such
as the 2012 IFC Performance Standard on Indigenous Peoples, the United Nations Global Compact, the
Note by the Secretary-General on the report of the Working Group on the issue of human rights and
transnational corporations and other business enterprises'®. These documents represent best available
practices and standards in regards to acknowledging and upholding the rights of indigenous peoples.
These include:

— Providing indigenous peoples full disclosure regarding ongoing or planned extractive operations.
This disclosure should also include information on the sourcing of raw materials by companies
from regions inhabited by indigenous peoples

— Project developers should develop mechanisms of direct engagement with indigenous peoples
and their representatives; importantly, direct engagement between indigenous peoples and

10«£ppR RP3 Report”, EPPR and Arctic Council. http://www.arctic-council.org/eppr/wp-content/uploads/2012/08/EPPR-RP3-
Best-Practices-report-v3.1-31augl21.pdf

1 “prctic Offshore Oil and Gas Guidelines. Systems Safety Management and Safety Culture. Avoiding Major Disasters in Arctic
Offshore Oil and Gas Operations”, Arctic Council. https://oaarchive.arctic-council.org/handle/11374/418

12 “prticle 6. General Measures for Conservation and Sustainable Use”, Convention on Biological Diversity.
https://www.cbd.int/convention/articles/default.shtml?a=cbd-06

13 “CBD Fifth National Report - Russian Federation (English version)”, Convention on Biological Diversity.
https://www.cbd.int/doc/world/ru/ru-nr-05-en.pdf

“ Ibid.

13 «Sea Ice Associated Biodiversity Recommendations”, Conservation of Arctic Flora and Fauna.
http://www.caff.is/index.php/sea-ice-associated-biodiversity/findingsttdamage

% “Human rights and transnational corporations and other business enterprises. Note by the Secretary-General”, UN General
Assembly. http://www.un.org/Docs/journal/asp/ws.asp?m=A/68/279
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http://www.csrandthelaw.com/2012/02/09/the-2012-ifc-performance-standard-on-indigenous-peoples-whats-the-fuss/

project developers should not be restricted to indigenous peoples’ organizations recognized or
supported by the state

— Project developers should identify all potentially affected indigenous peoples and communities,
with special attention to those whose customary land rights and tenure systems are not
recognized by the state

— Free, Prior and Informed Consent is a “the principle that a community has the right to give or
withhold its consent to proposed projects that may affect the lands they customarily own,
occupy or otherwise use”"’. It should be understood as a permanent process of constructive
engagement and relationship-building between indigenous peoples and the given business
enterprises throughout the entire lifetime of a given project. These documents make clear that
it should not be considered as a one-off exercise

— Project developers should conduct adequate due diligence in order to ensure that the extraction
or sourcing of raw materials from territories of indigenous people is followed by proper clean-
up, restoration, and industrial/mine legacy management. This also includes ensuring that the
territories are left in adequate condition after the project’s lifetime has ended.

— Grievance mechanisms should be instituted and in compliance with the effectiveness criteria set
out in the UN Guiding Principles on Business and Human Rights (Principles 29-31). In particular,
they should ensure that indigenous peoples have complete and accessible information on
grievance mechanisms and that these mechanisms fully respect their cultures, traditional norms
and customary law. Although not yet fully incorporated into international standards on the
rights of indigenous peoples, project developers should consider establishing benefit sharing
mechanisms for peoples affected by resource extraction, as proposed by the UN Special
Rapporteur on the Right of Indigenous Peoples in the report dated 19 July 2010 (UN
Doc A/HRC/15/37, para 76-80)"

We appreciate your time and consideration in understanding our concerns. For your reference, we
attach the China Banking Regulatory Commission’s Key Performance Indicators on the Green Credit
Guidelines, and have noted areas where we hope your staff can provide more information, such as
whether this project is classified as Category A, or if a social stability assessment has been conducted,
etc.

We suggest that your substantive response to our inquiry be directed to the e-mail addresses of our
team below and to this postal address in Russia: Moscow. 125139-, Krasnoarmeiskaya Street 27 - 3

If more convenient, we also would be pleased to meet you at your branch in Russia and share our
perspective on how international standards and best practices can be used to enrich the environmental
and social compliance of this project. We believe this project can demonstrate how Russian and Chinese
organizations can positively partner together. In order to ensure that our letter was duly received,
please confirm receipt of this letter by December 1, 2016.

We welcome a proactive and productive partnership with China Exim Bank and other Chinese
stakeholders.

1 “Free, prior and informed consent (FPIC)”, Forest People’s Programme. http://www.forestpeoples.org/guiding-
principles/free-prior-and-informed-consent-fpic

18 “Report by the Special Rapporteur on the situation of human rights and fundamental freedoms of indigenous people,

James Anaya”, Human Rights Council. http://www?2.ohchr.org/english/bodies/hrcouncil/docs/15session/A.HRC.15.37.Add.1.pdf
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Sincerely, % “ ,:

Eugene Simonov, Coordinator.

Rivers without Boundaries International Coalition

Address and telephone for communication (Dr. Eugene Simonov):
Russia, Moscow. 125139-, Krasnoarmeiskaya Street 27 - 3
Telephone in China +86-13942868942, in Russia +7 9165491227
simonov@riverswithoutboundaries.org

This letter is also supported and co-signed by Russian national environmental groups:

Yury Shirokov,
Ecodelo Alliance isarsib@gmail.com

Alexey Zimenko, Director

Biodiversity Conservation Center zimenko@biodiversity.ru
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% For more information, please see this independent assessment conducted by WWF Russia.
http://wwf.ru/data/oil/wwf_yamallng_comments-on-eia_final_eng.pdf

2 CNPC is a shareholder of Yamal LNG.
http://www.cnpc.com.cn/en/nr2016/201602/d64e11d3ccb142d6b203477781c6b5f2.shtml

A http://www.novatek.ru/common/tool/stat.php?doc=/common/upload/doc/YLNG_CNPC_Contract_ENG.pdf

2 The Equator Principles is a voluntary risk management framework developed by the banking sector.

It establishes a minimum framework for identifying, managing, and assessing environmental and social risks. The Equator
Principles consist of ten principles which banks must consider when approving project finance and certain types of loans. The
Principles call for promoting grievance mechanisms, strong loan covenants, and ensuring stakeholder engagement. Although
challenges and gaps remain in ensuring the full implementation of the Equator Principles, they remain relevant resource in
considering how banks can ensure client compliance in environmentally sensitive projects and have been referenced as positive
models in managing environmental and social risk in various Chinese banking policies. For more information, please visit:
http://www.banktrack.org/show/pages/equator_principles
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2 “OSPAR Guidelines for the Management of Dredged Material at Sea”, OSPAR Commission.
http://www.magrama.gob.es/es/costas/temas/proteccion-medio-marino/2014-
06_OSPAR_DREDGED_MATERIAL_GUIDELINES__2_tcm7-325131.pdf
% “The North East Atlantic”, OSPAR Commission. http://www.ospar.org/convention/the-north-east-atlantic
% “pAhout EPPR”, EPPR and Arctic Council. http://arctic-council.org/eppr/about-eppr/
264EppPR RP3 Report”, EPPR and Arctic Council. http://www.arctic-council.org/eppr/wp-content/uploads/2012/08/EPPR-RP3-
Best-Practices-report-v3.1-31augl21.pdf
27 “prctic Offshore Oil and Gas Guidelines. Systems Safety Management and Safety Culture. Avoiding Major Disasters in Arctic
Offshore Oil and Gas Operations”, Arctic Council. https://oaarchive.arctic-council.org/handle/11374/418
2 “Article 6. General Measures for Conservation and Sustainable Use”, Convention on Biological Diversity.
https://www.cbd.int/convention/articles/default.shtml?a=cbd-06
% “CBD Fifth National Report - Russian Federation (English version)”, Convention on Biological Diversity.
?Ottps://www.cbd.int/doc/world/ru/ru—nr—05—en.pdf

Ibid.
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31 “Sea Ice Associated Biodiversity Recommendations”, Conservation of Arctic Flora and Fauna.
http://www.caff.is/index.php/sea-ice-associated-biodiversity/findings#damage

32 “Human rights and transnational corporations and other business enterprises. Note by the Secretary-General”, UN General
Assembly. http://www.un.org/Docs/journal/asp/ws.asp?m=A/68/279

3 “Free, prior and informed consent (FPIC)”, Forest People’s Programme. http://www.forestpeoples.org/guiding-
principles/free-prior-and-informed-consent-fpic

3 “Report by the Special Rapporteur on the situation of human rights and fundamental freedoms of indigenous people,

James Anaya”, Human Rights Council. http://www?2.ohchr.org/english/bodies/hrcouncil/docs/15session/A.HRC.15.37.Add.1.pdf
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