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Major victory for conservation NGOs:


Prosecutor stops illegal building activities

at proposed oil terminal site !
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Japanese delegation visits proposed terminal site
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On Tuesday 12 April 2005 representatives of the Primorsky Krai administration visited the proposed oil terminal site at Perevoznaya on the Amur Bay, with a delegation of Japanese investors. However, a few days before the delegation’s arrival the Primorsky Krai Prosecutor’s Office had acted on a complaint from the conservation NGO ISAR –  and ordered a halt to the illegal building activities at the proposed site. By the time the Japanese delegation arrived, the companies involved had packed their equipment and left. All that remained for inspection was a windy coast …. and a protest group! The protestors included the staff of Phoenix and other conservation NGOs and of the nearby Kedrovaya Pad reserve (home to the remaining population of 30 Amur leopards), schoolchildren, and local villagers. The Japanese were astonished to see the protestors, who met the delegation with banners and flags - but they soon recovered and began to smile and wave and it did not take long before the first cameras appeared. However, the Krai representatives were not amused. They prevented communication between the protestors and the Japanese businessmen when the Japanese had to leave the bus for a brief moment to let nature take its course after the 3-hour drive from Vladivostok.

Primorsky Krai governor Darkin made a counter visit to Japan as a member of a delegation headed by Victor Khristenko, Russia’s Minister of Industry and Energy, to discuss the pipeline project with Japanese officials and businessmen. 
Bullying 

The director of the Kedrovaya Pad reserve has informed Phoenix that the Khasan district and the Primorsky Krai authorities paid a visit to the local school director. The authorities demanded a letter from her explaining why she had permitted schoolchildren to participate in the protest. The Krai administration was also angry at the Khasan administration for not providing sufficient police “protection” (the traffic police accompanying the delegation had not acted against the protestors). 

Japan reluctant to start a dialogue

The Japanese delegation visiting the proposed terminal site included representatives of the public Japanese bank JBIC. Japan has pledged to provide the majority of the 11 – 18 billion US dollars needed to build the pipeline in the form of soft loans from this bank. Two months ago, ALTA partner Phoenix asked JBIC to open a dialogue on the terminal with concerned Russian environmentalists and scientists. JBIC replied promptly that it could not discuss the project with “third parties”, until it had received an official request for funding from Transneft, the Russian state-owned oil pipeline monopolist. In this light it is peculiar that JBIC representatives travelled to Primorsky Krai to discuss the project with businessmen and the Primorsky Krai authorities – the Krai and the businessmen are also "third parties"! Phoenix therefore decided repeating its suggestion to start a dialogue with all stakeholders, including scientists and environmentalists. Phoenix has not yet received a reply to its message sent on 11 February, although JBIC answered previous messages within 24 hours. 

The open letter to the Japanese government sent by approximately 40 Russian and international NGOs on 14 March 2005 has also not been answered yet (the text of this letter is available on the Phoenix website: www.phoenix.vl.ru). 

Growing opposition from Russian officials against proposed terminal location
Yuri Osipov, the president of the Russian Academy of Sciences, appealed to Dmitry Medvedev, the chief of the presidential staff to reconsider the the decision to build the terminal on the Amur Bay. According to Osipov, the approved route has a high degree of ecological risk and he states that "the choice of the Perevoznaya as the end point of the pipeline is very undesirable."

On March 21, the press carried a statement from the Federal Service of Ecological, Technological and Nuclear Supervision (Rostekhnadzor, responsible for Environmental Impact Assessments of large infrastructure projects), which instructed Transneft to justify the choice of Perevoznaya bay as the site for the oil terminal. "We share the concern of public and environmental organisations over the East Siberia-Pacific pipeline and believe that at the subsequent design stages Transneft should justify its choice of Perevoznaya Bay for building a port," said Andrei Malyshev, head of the service.

Director of the Presidential Administration Dmitry Medvedev sent a letter to Prime Minister Mikhail Fradkov with a request to consider building the pipeline to the port of Nakhodka instead of to the proposed terminal location on the Amur Bay.

It is doubtful that Transneft can continue to ignore the growing opposition against the proposed pipeline route for long.     
Transneft starts talking to shrimps 

While the Japanese visited the proposed terminal site, the president of Transneft, Simyon Vainshtok,  was on the other side of the world for the annual Russian Business Forum in London. Vainstok presented Russia’s ambitious plans for expansion of its oil pipeline network at the forum. After his presentation a lady from the audience asked why Transneft persists in its plan to build the terminal of the Pacific oil pipeline on the Amur Bay in Southwest Primorye, one of Russia’s foremost “biodiversity hotspots” and home to the world’s remaining population of 30 Amur leopards. Was Transneft willing to start a dialogue with concerned environmentalists about this issue? Vainshtok answer was brief: “The response to the proposed pipeline route has been hysterical. Transneft works according to Russian law, but we are willing to start a dialogue with all stakeholders; we will talk to every leopard and shrimp in the bay”! Vainshtok’s answer shows what a ‘serious’ issue the environment is to Transneft.

Transneft and Russian law

Many consider the prospect of Vainshtok talking to shrimps much more realistic than Transneft operating according to the law. Several conservation NGOs have filed lawsuits against Transneft for violations of Russian laws in relation to the Pacific pipeline project, and the NGO “ISAR” has prepared a list of the main violations for the Japanese delegation visiting Vladivostok. The list includes:

1. Transneft failed to develop, and present to the public, possible alternatives for the proposed oil terminal location on the Amur Bay.

2. Transneft failed to provide documentation about the project to NGOs and scientists for their independent Environmental Impact Assessments (EIA).

3. The allotment of land for the terminal and other oil infrastructure was not discussed in the local parliament of the district where the terminal is to be built. The chairman of the parliament considers the allotment illegal.

4. Transneft failed to present assessments of the impact of the pipeline and terminal in Southwest Primorsky Krai on the Amur leopard, on the unique marine and terrestial ecosystems, and on the  aquaculture, fishery and tourism industries of this region.

According to Russian law, NGOs and scientists have the right to carry out an independent “public” Environmental Impact Assessment (EIA), and the official EIA supervised by the government must incorporate the results of such independent EIAs. This probably explains why Transneft has not provided the documentation that NGOs need to carry out an EIA, as hardly any reputable scientist supports Transneft’s plans to build the pipeline through the watershed of Lake Baikal and locate the pipeline’s terminal on the Amur Bay. The list of experts that would like to contribute to independent EIAs is impressive, while this is not the case for the official EIA, and as a result the conclusions of independent EIAs will be impossible to ignore. 

Recently Greenpeace was not allowed to register there plan to conduct an independent EIA of the pipeline project. This refusal is unlawful. A lady in the office of the authority where Greenpeace has to register its EIAs explained, off the record, that her office had received several phonecalls from Transneft as well as visits from the local prosecutor’s office. Both had “strongly advised” not to allow Greenpeace to register an EIA.

The only “independent” EIA was conducted by “Public Environment”. This NGO seems to do little else than producing EIAs with favourable conclusions for infrastructure projects! Public Environment is registered in the same street as Transneft and their offices are only a few blocks apart. During a meeting with Greenpeace, WWF and other NGOs, Transneft vice-president Vladimir Kalinin mistakenly spoke about “our EIA” when he meant Public Environment’s EIA. Greenpeace has this “slip of the tongue” on tape. The results of the Public Environment EIA, and this surprised no-one, were favourable for the pipeline project. 

Pacific pipeline to be built without Japanese funding?


Simyon Vainshtok had a very busy week. On 17 April he was back in Moscow to chair a press conference about yet another pipeline project: the Baltic pipeline. Vainshtok announced that Transneft had secured a 250 million US dollar loan from a syndicate of private banks led by Barclays Capital from the UK. Other participants include the German Commerz Bank, the Dutch ABN-AMRO and ING banks, along with many others. Transneft will use the loans to increase the capacity of the Baltic pipeline. 

At the press conference several journalists raised questions about the Pacific pipeline, and Barclays Capital indicated that it would consider investing in this project as well. One journalist asked if Transneft would be willing to re-route the Pacific pipeline to avoid damaging the highly biodiverse environment of Southwest Primorsky Krai. Vainshtok answered her question somewhat irritably. He said that the selection of the terminal location was based on economic, social as well as environmental considerations and that Transneft was not planning to re-route. However, if needed, he would organise a round table discussion about the topic with all the tigers of the region….

In London and at the press conference in Moscow, Vainshtok stated that Transneft would not use Japanese or Russian public funding to build the Pacific pipeline. He said that Transneft would fund the pipeline with its own capital reserves and income, and with bonds. The Japanese delegation in Vladivostok was not impressed; according to them, Vainshtok was making such statements in an attempt to make the Japanese act faster. The Japanese said that they were very interested in cooperation, but prefered not to be pressed…(source: newspaper Vladivostok, 14 April).

In spite of Vainshtok’s statements, public funding for the Pacific pipeline still seems necessary. Transneft’s own capital reserves and income are insufficient to finance this enormous project. And the risks seem too high to make the project sufficiently attractive for private investors. 

The pipeline will take many years to build and it will be very difficult to control its costs. Moreover, it is questionable whether oil production in central Siberia can be sufficiently increased to operate the pipeline efficiently once ready. At least 50 million tons of oil is needed to make transportation through the pipe cheaper than by train. The maximum capacity of the pipeline will be 80 million tons per year, while present annual oil production in central Siberia is only 30 million tons.

Final comments

Ignoring the opinions of citizens, environmentalists and scientists may have helped to speed up the Pacific pipeline project preparations in Russia so far. But these same aspects backfire on Transneft when it attempts to secure foreign public funding. 

To stay attractive for western private and public investors Transneft and its projects will need to meet  international standards. In its present form the Pacific pipeline project does not meet these standards. 

When the Japanese public bank JBIC receives a request for funding, it starts a project review process that covers the following environmental aspects:

1. The damage and threats to: biodiversity rich areas, protected areas and endangered species

2. Whether options to substantially reduce the environmental damage and risks have been examined and considered

3. Whether the documentation needed to assess the project’s social and environmental impact has been made public

4. Whether the opinions of local citizens have been taken into account

5. Whether Russian laws were complied with during the project preperations

These are exactly the aspects that have led to the present lawsuits against Transneft in Russia, and strong opposition to the proposed Pacific pipeline route around the world. 

It is also interesting that a funding proposal to JBIC should be accompanied by all relevant project documentation. Such proposals, and all related documents, can be freely accessed by any interested party. This means that the project documentation that Transneft has been withholding so far will become available when Transneft tries to secure public funding from Japan or other developed countries for the project. NGOs and scientists can then produce solid assessments of the environmental impact and provide their reports to the public bank.  

We all know that the social and environmental requirements of public banks, such as JBIC, may seem strict on paper but are not always strictly applied, especially when the economic and political stakes are high. However, public banks in democratic countries can hardly afford to turn a blind eye to the environmental damage caused by controversial projects that are major topics in the media. Eventually the negative media attention resulting from the proposed pipeline route will also diminish Transneft’s attractiveness to private western banks. These banks need to consider their reputation and cannot afford criticism as a result of loans to companies and projects that damage the environment. This is especially the case when the survival of animals popular with the conservation-minded western public, such as grey whales or Amur leopards, is at stake.    

Eventually Transneft will have no other option than to re-route the pipeline. The new route will need to be designed, and will require a new EIA. This will substantially increase the time and money involved in the project’s preparation. 

It is becoming clear that Transneft would have been much better off if it had given serious consideration to the environment from the start. 
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