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[bookmark: _Toc367924836]1.1	Background and Purpose of the Project

USAID/Kosovo requested Advanced Engineering Associates International (AEAI), with the assistance of ThE Cadmus Group, Inc. (Cadmus) and Eurasia Environmental Associates, LLC (EEA), to prepare a Scoping Statement for the rehabilitation and possible life extension of Units 1 and 2 at Thermal Power Plant (TPP) Kosovo B. To complete the work, USAID issued Task Oder 11 under AEAI’s Contract No. EPP-I-00-03-00004-00. Under this Task Order a series of activities have been undertaken as described below.

As the first phase of assistance under Task Order 11, the Scoping Statement and Air Quality Monitoring Technical Assistance/Support (Task 1) the Scoping Statement was designed to inform the Government of Kosovo (GoK), the Lignite Power Technical Assistance Project (LPTAP), the World Bank (WB), and other donor organizations as to the range of issues that should be considered in future environmental and social impact assessments (ESIA) associated with the rehabilitation and possible extension of TPP Kosovo B. 

The second phase of assistance under Task Order 11 included technical assistance activities such as:

· Preparing technical specifications for the installation of fixed ambient air monitoring stations to gather data to assess impacts from TPP Kosovo B
· Preparing an ambient air management framework plan for GoK to assist in assessing and evaluating data from industrial air pollution sources such as TPP Kosovo B
· Preparing an ambient air quality capacity building plan outlining a range of activities to further develop the technical knowledge and abilities within GoK to address environmental issues as the country expands its energy sector

The third phase of technical assistance under Task Order 11 consisted of a series of tasks to further increase the institutional capacity within Kosovo to monitor and evaluate ambient air quality relative to existing TPP operations and the New Kosovo Power Plant (NKPP). 

The fourth phase of work under Task Order 11 has focused on gathering an aggregated set of ambient air quality data – using similar monitoring locations and equipment over an extended period of time – to evaluate potential impacts from TPP Kosovo A and B Units and potential new construction. 

Two additional activities under Task Order 11 were requested with Modification No. 5, dated March 21, 2012. These two activities were undertaken as part of the fifth phase of work under Task Order 11, and are the subject of this Final Report, are as follows:

· Task 2.  USAID Compliant Environmental Assessment.  Prepare an Environmental Assessment (EA) of the Feasibility Study for the Rehabilitation and Possible Life Extension of Thermal Power Plant Kosovo B. 
· Task 3. Environmental Review of KEK Network and Supply Project. Determine whether there were any potential environmental consequences associated with the previous USAID sponsored KEK Network Supply Project activities.

Conducting these two additional tasks and the preceding four phases of activities implemented under this Task Order, as described above, are part of the overall technical assistance being provided by the United States Government (USG) in support of the privatization of Kosovo’s energy sector. 
[bookmark: _Toc367924837]1.2	Scope of the Project

In 2010, a Scoping Statement for Environmental Assessment was prepared for the Rehabilitation and Possible Life Extension of TPP Kosovo B. In addition to addressing the potential direct environmental impacts of the TPP Kosovo B rehabilitation, the Scoping Statement was prepared  to assist the World Bank in addressing the potential indirect and cumulative impacts of TPP Kosovo B in the larger context of the existing and proposed associated facilities and transactions related to the overall Kosovo Lignite Mining and Power Complex. These associated facilities and transactions included the development of a new lignite mine, development of NKPP, and decommissioning of TPP Kosovo A. 

As required under USAID procedures, the Scoping Statement was approved by the Bureau Environmental Officer (BEO) and the Mission Director. The Scoping Statement identified a number of issues that potentially impact the environment. Under USAID regulations, the next step of the evaluation process is to prepare an EA. An EA is a formal process for identifying likely effects of particular activities or projects on the environment. 

In addition, an environmental review of the technical assistance work being undertaken on behalf of USAID/Kosovo related to the KEK Network and Supply Project was reviewed. EEA will determine whether there were any potential environmental consequences, whether proper safeguards were planned and implemented or, in lack of such safeguards, how can corrective and preventive action plans be developed and implemented. EEA will also provide appropriate and necessary management oversight to ensure that this task meets USAID technical requirements. 
[bookmark: _Toc367924838]1.3	Organization of Final Report

Section 2 below briefly summarizes progress on Tasks 1, 2 and 3. Section 3 presents the PBMS for these tasks and then summarizes the reports provided to date and results of that work. Sections 4 and 5, respectively, provide financial reporting and disposition of project property. Annexes A and B, respectively, provide  as summary extracts from scoping statement prepared for the potential rehabilitation and life extension of Kosovo TPP B and the EA for this project.. Annex C and D presents the project’s review of the KEK NSP environmental due diligence and environmental mitigation and monitoring plan and Annex E proposes a plan for building capacity at KEK for instituting an environmental management system. Annex F lists the project property and its disposition. Annex G is a copy of TetraTech comments/feedback on the draft reports provided as Annex C and D. 



[bookmark: _Toc367924839]2.0	Progress on Activities by Task Areas

[bookmark: _Toc367924840]2.1	Task 1. Scoping Statement and Air Quality Monitoring Technical Assistance/Support

All activities associated with Task 1 that were outlined in the Work Plan have been completed.
[bookmark: _Toc367924841]2.2 	Task 2. USAID Compliant Environmental Assessment

All activities associated with Task 2 that were outlined in the Work Plan have been completed. 

[bookmark: _Toc367924842]2.3	Task 3. Environmental Review of KEK Network and Supply Project

All activities associated with Task 3 that were outlined in the Work Plan have been completed with the following exceptions:

· Implementation of the proposed capacity building program for instituting a KEK environmental management system in response to the review of the KEK NSP environmental due diligence and environmental mitigation and monitoring plan, EDD-Environmental Mitigation and Monitoring Plan (EMMP) (see Annex C for the full EDD-EMMP review and Annex E for the EMS capacity building plan)




[bookmark: _Toc367924843]ANNEX A:  
[bookmark: _Toc367924844]EXTRACTS FROM THE SCOPING STATEMENT FOR ASSESSMENT FOR POTENTIAL REHABILITATION AND LIFE EXTENSION OF TPP KOSOVO B, SUBMITTED MARCH 2010
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Lignite has been mined in Kosovo for close to a century with large-scale, open-cast mining for more than 40 years in the relative absence of environmental and social safeguards. As a consequence, KEK’s operations are associated with a range of legacy environmental problems. Furthermore, in the post-conflict environment over the past 10 years KEK’s operations were not fully maintained, contributing to a variety of equipment failures that were not readily repaired. This situation gave rise to operational inefficiency and inadequate management of environmental discharges.
The focus of the rehabilitation of TPP Kosovo B is aimed at installing pollution control equipment and enhancing current operational practices to minimize environmental discharges and to achieve conformance with applicable environmental and social regulations. The potential operational life extension of TPP Kosovo B is expected to provide power generation until 2025 to 2030, a period during which the country will complete construction of new facilities. If undertaken, the simultaneous rehabilitation and possible life extension of TPP Kosovo B are likely to produce environmental and social benefits including reduced air emissions, improved water and land management practices, and a healthier environment for employees and surrounding communities.
[bookmark: _Toc287436388][bookmark: _Toc366673114][bookmark: _Toc366673360][bookmark: _Toc367924846][bookmark: _Toc256772625][bookmark: _Toc256772815][bookmark: _Toc256777351]Meetings with Governmental Agencies 

A number of activities were undertaken to prepare this Scoping Statement. An initial visit to Kosovo was conducted to meet with pertinent governmental ministries and USAID partners, visit TPP Kosovo B and associated lignite mining operations, and gather engineering and environmental data needed to assess the current environmental and social situation. A listing of stakeholders interviewed individually or during group workshops is provided in Appendix A. These individuals represented the following governmental organizations:
Ministry of Economy and Finance (MEF)
Ministry of Energy and Mining (MEM)
MESP
Institute of Spatial Planning
National Institute of Public Health (NIPH)
KEPA
USAID
[bookmark: _Toc287436389][bookmark: _Toc366673115][bookmark: _Toc366673361][bookmark: _Toc367924847]Scoping Workshops

The team conducted a number of meetings or workshops to obtain information relative to the preparation of the Scoping Statement. The workshops were held with representatives from:
European Commission Liaison Office to Kosovo
INKOS Institute
KEK J.S.C. 
KfW
Lignite Power Technical Assistance Project (LPTAP)
LPTAP Transaction Advisors (Price Waterhouse Coopers) and Legal Advisors (Hunton & Williams)
Nongovernmental organizations (NGOs) (e.g., Aureola, Kosovo Foundation for Open Society, The Regional Environmental Center)
USAID partners (PA Consulting and Deloitte Consulting)
WB
[bookmark: _Toc287436390][bookmark: _Toc366673116][bookmark: _Toc366673362][bookmark: _Toc367924848]Scoping Comments and Written Statements Received

The most frequently cited comments made by governmental representatives and workshop participants included the following:
The need to develop Kosovo’s energy sector in a rational manner to reduce costly imported electricity.
Load shedding during the day.
Undertaking resettlement in a transparent and equitable manner.
Creating job opportunities as a component of the NKPP transaction.
The challenges associated with operating TPP Kosovo B in the absence of a comprehensive maintenance plan.
The relative merit of constructing different sized generating facilities to meet the energy demands of Kosovo. 
The loss of electricity and water through non-technical means.
Following the initial visit, documents describing past and current environmental conditions, engineering evaluations, and stakeholder needs and assessments were reviewed. Written statements relative to the preparation of the Scoping Statement were drawn from documents listed in Appendix B of the Final Report
[bookmark: _Toc256772629][bookmark: _Toc256772819][bookmark: _Toc256777355][bookmark: _Toc287436393][bookmark: _Toc366673117][bookmark: _Toc366673363][bookmark: _Toc367924849]Significant Issues included in the Scoping Statement
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The Republic of Kosovo is committed to achieving conformance with environmental regulations as a potential member of the EU and a current member of the Energy Community Treaty. The timetable for achieving compliance is December 31, 2017.
Air emissions from KEK operations are widely acknowledged as a key concern within Kosovo from the standpoint of achieving compliance with applicable environmental rules and the ongoing impacts on human health and the environment. With respect to TPP Kosovo B, Units 1 and 2 lack sufficient air pollution control equipment to reduce emissions to the atmosphere and surrounding communities. As a consequence the concentration and volume of particulates, sulfur dioxide (SO2), and nitrogen oxide (NOx) emissions associated with TPP Kosovo B’s stack flue gases exceed EU and Kosovo regulatory limits. Moreover, inadequate maintenance practices at TPP Kosovo B contribute to the incomplete combustion of lignite, resulting in excess emissions. These emissions, in combination with dust emanating from Ash Pile B, contribute to air quality problems in the areas surrounding TPP Kosovo B. 

The data and observations gathered to support the characterization of this issue as significant. 
As a consequence of the composition of Kosovo’s lignite, the following pollutants are emitted as byproducts of the combustion process:
Soot, carbon monoxide (CO), and hydrocarbons  
Solid particles/ ashes in the flue gases
Acid gases SO2 and NOx
Green house gas (carbon dioxide [CO2]) and others (e.g., methane [CH4])

a. The boilers at TPP Kosovo B Units 1 and 2 are equipped with ESPs, but not with flue gas desulfurization or de-NOx installations.
b. The ESPs are reported to be undersized and inefficient relative to the units’ operating efficiencies and content of ash in the lignite. 
c. The original TPP Kosovo B ESPs were designed for a maximum emission of particulates of 260 milligrams per cubic meter (mg/m3). The 2003 EAR EIA report noted that some measurements showed values of about 510 to 520 mg/m3 in Unit B1, but it also stated that newly installed measuring equipment at Unit B2 was not calibrated and was incorrectly installed (vibrations). It was concluded that the ash emissions are higher than the ESP design parameters.
d. The B units’ gas velocity is higher than the velocity commonly used in ESPs. The high velocity increases the possibility of high dust emissions during certain times. In addition, higher design gas flow is due to high oxygen content and lower plant efficiency.
e. The dust content is higher during the blowing of soot from the boilers, which is needed to keep the boilers operational.
f. Units 1 and 2 were not maintained during the period from 1990 through 1999. A number of repairs were made from 2000 through 2006, and more are planned (see Appendix E). However, a comprehensive and regular program to maintain and operate the units at reasonable efficiencies has not been funded. 
g. Sampling and analysis to assess the level and concentration of emissions has been conducted sporadically over the years due to lack of funding and internal capabilities. Based on a sample of the available information, the particulate, SO2 and NOx emissions from TPP Kosovo B Units 1 and 2 were estimated to exceed EU standards for LCPs. (See Table 1.) 
h. Dust from Ash Pile B and ash conveyor systems are not fully covered and emissions are not controlled. According to estimates included in the 2003 EAR EIA, approximately 167,000 tons of dust emissions with a specific value of 250 mg/m3 are generated at TPP Kosovo B.
i. Carbon dioxide emissions for TPP Kosovo B are estimated to be approximately 3.6 million tons per year. KEK data from 2008 indicates values of 265,217 mg/Nm3 and 267,157 mg/Nm3 for Units B1 and B2, respectively

[bookmark: _Toc257321694]Table 1:	Indicative Emission Estimates
	Directive
	Limit
	Kosovo B

	
	
	Unit 1
	Unit 2

	EU LCP Directive Particulate Stack Emissions 
	50/100 mg/Nm3
	150–230 mg/Nm3
	150–230 mg/Nm3

	EU LCP Directive Particulate Stack Emissions
	50/100 mg/Nm3
	287 mg/Nm3
	360 mg/Nm3

	EU LCP Directive SO2 Stack Emissions
	400 mg/Nm3
	476 mg/Nm3
	550 mg/Nm3

	EU LCP Directive NOx Stack Emissions
	500 mg/Nm3
	817 mg/Nm3
	815mg/Nm3


mg/Nm3 = milligrams per cubic meter under “normal” conditions (temperature of 0° Celsius and a pressure of 1.013 bar


[bookmark: _Toc366673119][bookmark: _Toc366673365][bookmark: _Toc367924851]Wastewater Discharges from TPP Kosovo B

The LPTAP 2008 SESA report states that the availability and quality of water in Kosovo are under stress due to lack of investment in infrastructure, treatment and maintenance, agricultural needs, increased population and industrial development, and the nature and quantity of untreated discharges released to surface waters. This statement was reinforced by representatives from Kosovo’s Water Task Force, MESP, and other stakeholders interviewed as part of the preparation of this Scoping Statement.
TPP Kosovo B is contributing to the stressed water system in Kosovo by discharging untreated wastewater to the Sitnica River. These discharges include process wastewater, sanitary discharge, cooling water, ash slurry preparation, water from ash disposal systems, washing water, runoff from the ash pile, and water from the Mirash Mine. All these contribute to aquatic and drinking water degradation. Specific impacts include the following:
· TPP Kosovo B discharges, as described above, contain ash, oil and chemical residues, fecal matter, heavy metals, and microbes. These pollutants can lead to increased turbidity, sedimentation, and oxygen consumption. These factors impact aquatic ecosystems; they can also provide excess nutrients, leading to eutrophication. 

· Mirash Mine waters were found to contain concentrations of suspended solids in excess of 36 times the EU fresh water guideline limit; phenol concentrations in excess of 2.5 times the EU standard for drinking water; and nickel and lead concentrations that were close to the EU drinking water limits. 

· Analyses performed by North American Treaty Organization Forces operating in Kosovo (KFOR) Preventive Medical Laboratory in May of 2003 (Table 5) indicate EU raw water standards (i.e., drinking water) for several pollutants are being exceeded.

· KEK and the INKOS Institute are both involved with sampling and analysis of surface water and groundwater. Most surface water sampling is conducted along the Sitnica River. The river flows north-south and is located along the eastern boundary of the existing mining site. KEK provided 2009 data including the average values of chemical parameters at 14 points along the river. The data show that potassium permanganate (KMnO4) exceeds the water quality guidelines in every sampling location.

· MESP provided data for inclusion in the 2006 State of the Environment Report indicating that Kosovo surface waters meet EU raw water (drinking water standards) only at the point of entry into Kosovo’s water distribution system. This conclusion was based on data provided by the Kosovo Hydro-Meteorological Institute for the years 2005 through 2007. KEK is cited as one of the major polluters in the country.

· There are elevated levels of suspended solids in the river based on samples analyzed in 2007 by the INKOS Institute.
[bookmark: _Toc366673120][bookmark: _Toc366673366][bookmark: _Toc367924852]Employee Exposures to Potential Health and Safety Issues

TPP Kosovo B employees are exposed to health and safety issues including inhalation of dust and emissions and work and electrical hazards. These hazards have potential long-term consequences which impact the health and functionality/effectiveness of workers. As a consequence, this issue is considered significant. The underlying reason for this situation is that a comprehensive occupational health and safety program, as required by Kosovo regulations, has not been designed or implemented for TPP Kosovo B. This finding is based on the following:
· During a tour of TPP Kosovo B in February 2010, the team observed that employees were not using respiratory protection in areas where dust is generated, nor were they using eye or hearing protection near boilers and turbines. Signs were not posted to identify low-hanging objects, the lighting was insufficient, and walking surfaces, including stairs, showed signs of deterioration.

· Dust has accumulated throughout the working areas on piping and other structures. This situation creates the potential for a dust explosion if ignition sources are present.

· The conditions noted above are included in previous published reports along with the observation that workers are most affected by ash in the vicinity of rotors and boilers. Ash (dust) can be harmful to the human body, causing lung fibrosis and sight deterioration.

As outlined under Kosovo’s occupational health and safety regulations and the WB’s TPP Guidelines, key occupational health and safety issues that need to be addressed in establishing a sustainable environment include noise, electrical hazards, fire, respiratory exposure to dust, conditions in working and walking areas, confined spaces, and eye protection.
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· TPP Kosovo B has not implemented a program to manage industrial wastes, including ash and polychlorinated biphenyls (PCBs), to minimize impacts to the environment and wild birds in accordance with established regulatory standards. As such TPP Kosovo B waste management practices are having an anthropogenic influence on the environment as summarized below.
· The largest waste stream generated by Kosovo B is ash. Ash is produced in the boilers as a residual from the combustion process as bottom ash (slag) and as fly ash. The quantities produced depend mainly on the content of noncombustible materials (typically overburden) in the lignite. The volumes of ash generated are not monitored; however, based on available coal analysis, ash is at least 15% of the lignite input. Therefore, based on 533,000 tons of lignite combusted in B units, the ash generation is estimated at 80,000 tons for the month of January 2010, or about 2,600 tons/day. Coal ash is classified as nonhazardous in the European Waste List (2000/532/EC) under code 10 01 02. However, at TPP Kosovo B it gives rise to significant environmental problems. Dust from the ash piles has a major impact on the surrounding environment and human populations. The ash contains heavy metals such as arsenic, cadmium, chrome, mercury, and lead that can be washed into rivers and streams during floods or normal rain events. 

· According to Kosovo’s Law on Environmental Protection, legal and/or physical persons who explore or exploit natural resources and deposit waste, ash, slag or other materials must restore the surface of the soil, the previous water regime, and the geomechanical stability of the area. The restoration must be conducted during the operation and after termination of such activities, in accordance with approved environmental protection and re-cultivation projects. TPP Kosovo B has not initiated an environmental protection and re-cultivation project for Ash Pile B and no major restoration has been conducted during its use as specified by EU rules. 

· The LPTAP SESA report for Kosovo C cited a 2007 field survey of fauna and flora habitats around Kosovo during which a number of birds and flora were identified. The study concluded that the area around TPP Kosovo B was under anthropogenic influence; a situation that represents a nonconformance with the EU’s regulatory directive regarding the conservation of wild birds.

· The 2008 SESA report references a KEK environmental report that indicates 14 transformers containing PCBs are in operation at Kosovo B. There is no evidence that a labeling program is in place to ensure that transformers are inspected regularly for leaks to the environment. In addition, information was not available regarding the presence or absence of sulfur hexafluoride (SF6), a greenhouse gas, in sub-station equipment. 

· A regulatory mandated plan to protect the environment from wastes has not been implemented at TPP Kosovo B as evidenced by the debris scattered throughout the operating areas. The wastes include empty drums and solid waste residuals from the water treatment processes which contain trace metals and salts, ash, oils, as well as solid wastes from office operations.

(Note: According to the LPTAP 2008 SESA report there are no recycling facilities in Kosovo except for some minor initiatives to collect aluminum cans for use by a small smelter in Janjeva/Janjevo, and a nonfunctioning paper and plastic recycling plant. As a consequence, TPP Kosovo B may not have readily available options to segregate industrial and municipal waste for disposal at landfills. However, when Kosovo builds a temporary hazardous waste facility, this may create an option for selected industrial wastes.) 
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[bookmark: _Toc366673122][bookmark: _Toc366673368][bookmark: _Toc367924854]Water Availability and Management

In the Balwois International Conference (Macedonia, 2004) on water and climate the Kosovo Ministry of Environment and Spatial Planning representative reportedly stated that: “There is no reliable information about the present state of water resources and water use in Kosova”.
The LPTAP 2008 SESA report concluded that data on water availability in the Kosovo region do not appear sufficient to clearly define the present situation and recommended that additional information needed to be collected and water resource management plans should be prepared to take into account Kosovo’s Water Law (Law No 2004/24).
The 2008 Draft Final SESA report pointed out: “the warning threshold for the Water Exploitation Index (WEI), which distinguishes a non-stressed from a stressed region, is around 20 percent. Severe water stress can occur where the WEI exceeds 40 percent, indicating unsustainable water use.” According to an EAR estimation prepared in 2006, the WEI is around 50 percent for the average year. This high WEI indicates the potential for conflicting demands from various water users and emphasizes the need for a comprehensive policy, institutional, and planning framework for water resource management in the Iber-Lepenc system. Water stress already occurs, as there are frequent summertime shortages in the potable water supply to Pristina and other municipalities supplied by the Pristina Water Supply Company. Furthermore, no consideration has been given to the fact that part of the Gazivoda Lake inflow could be used downstream of the dams, where the Iber River crosses the Serbian border.


[bookmark: _Toc256772651][bookmark: _Toc256772841][bookmark: _Toc256777377][bookmark: _Toc287436413][bookmark: _Toc366673123][bookmark: _Toc366673369][bookmark: _Toc367924855]Proposed Approach to Address Significant Issues
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The recommendations outlined below provide a framework for evaluating the range of mitigation options available for addressing the significant issues in this Scoping Statement. That is, the recommendations summarize a series of actions for rehabilitating TPP Kosovo B with respect to air and water emissions, waste management, and potential impacts to employees and communities located in close proximity to the site. In addition, these recommendations can be viewed as establishing a framework for creating employment opportunities for Kosovo residents in the areas of environmental monitoring and management.
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The following actions are recommended to help TPP Kosovo B achieve compliance with applicable EU and Kosovo rules governing particulate, SO2, and NOx emissions for LCPs, and to reduce cumulative effects from these emissions (including CO2) on nearby communities. Applicable rules/standards and guidelines are provided in parentheses following each action.
· Upgrade or replace the ESPs to bring TPP Kosovo B into conformance with EU LCP Regulations and IFC EHS TPP guidelines. This would include increasing the ESPs’ electrical fields (to five, for example), extending the existing precipitators, or installing baghouses. (EAR, Pre-Feasibility Study for Pollution Mitigation Measures at Kosovo B Power Plant – Draft Final. 2006; IFC EHS Guidelines for TPPs, 2008)
· Replace worn covers or use other means to reduce dust emissions from conveyor transfer systems. (Council Directive 1999/31/EC; IFC EHS Guidelines for TPPs, 2008)
· Install wind fences to minimize fugitive dust emissions from coal storage facilities and conveyor systems. (IFC EHS Guidelines for TPPs, 2008)
· Evaluate the use of secondary controls such as FGD systems, the injection of dry lime into the boiler, wet limestone scrubbers, dry circulating fluidized bed scrubbers, spray dryers, wet ammonia scrubbers, and an electron beam scrubbing process to capture SO2 emissions and other pollutants such as mercury. (EAR, Pre-Feasibility Study for Pollution Mitigation Measures at Kosovo B Power Plant – Draft Final. 2006; IFC EHS Guidelines for TPPs, 2008) 
· Reduce NOx emissions by controlling boiler temperatures and installing selective catalytic reduction methods. For example, tuning up and optimizing the existing combustion system, including retuning burner and combustion air distribution systems, could improve boiler control. Bottom burners could also be optimized to operate at lower combustion stoichiometry than top burners. (EAR, Pre-Feasibility Study for Pollution Mitigation Measures at Kosovo B Power Plant – Draft Final. 2006)
· Reshape the ash pile and plant vegetation where deposition stopped is not longer occurring to reduce dust emissions. Remove any ash that is located in unstable areas to prevent landslides and dust clouds. (Council Directive 1999/31/EC)
· Improve the design and maintenance of the combustion system to increase efficiency and reduce emissions of CO2 by implementing a comprehensive and regular maintenance program. (IFC EHS Guidelines for TPPs, 2008)
· Consider installing cogeneration plants to improve the management of CO2. (Council Directive 1999/31/EC; IFC EHS Guidelines for TPPs, 2008)
· Consider developing an inventory of greenhouse gas (GHG) emissions from the mining operations, line losses, and TPP Units A and B to establish a basis for evaluating the reduction of GHGs from rehabilitation and other improvements.
[bookmark: _Toc256772654][bookmark: _Toc256772844][bookmark: _Toc256777380][bookmark: _Toc287436416][bookmark: _Toc366673126][bookmark: _Toc366673372]
[bookmark: _Toc367924858]Collect and Treat Wastewater to Reduce Impacts to Surface and Groundwater Resources

To help reduce the impacts to the Sitnica River related to untreated industrial wastewaters from TPP Kosovo B, and to help improve water quality within Kosovo, the following actions are recommended:
a. Develop detailed technical specifications and install a wastewater treatment operation to remove pollutants and heat from TPP Kosovo B wastewater prior to discharge to the Sitnica River. This might include, but not be limited to the following (Council Directive 2000/60/EC; Council Directive 98/83/EC, IFC EHS Guidelines for TPPs, 2008):
Recycling wastewater to use as FDG make-up water.
Chemically treating wastewater to remove heavy metals and adjust pH.
Collecting all bottom ash discharges and directing them to Ash Pile B.
Collecting and treating sanitary discharges and consider the use of land treatment or septic systems.
b. Manage runoff through storm water pollution control measures such as containment of runoff from site operations through the installation of dikes and other types of impoundments. (Council Directive 2000/60/EC)

c.	Install a drainage system to eliminate rainfall runoff from the current ash landfill into the Sitnica River. (EAR, Pre-Feasibility Study for Pollution Mitigation Measures at Kosovo B Power Plant – Draft Final. 2006)

d.	Control on-site waste disposal (e.g., store material on pads or within enclosed facilities) to reduce runoff and wastewater-loading characteristics. (Directive 2000/60/EC)
[bookmark: _Toc256772655][bookmark: _Toc256772845][bookmark: _Toc256777381][bookmark: _Toc287436417][bookmark: _Toc366673127][bookmark: _Toc366673373][bookmark: _Toc367924859]Establish and Implement an Employee Health and Safety Program

To achieve conformance with Kosovo’s Occupational Health and Safety Regulation No. 2003/33 and minimize worker exposure to potential hazards in the workplace, TPP Kosovo B should engage in the following activities:
a. Conduct an assessment to identify specific hazards related to potential physical and chemical exposures in the work place. This may include employee occupational health monitoring to determine potential exposures to dust and noise in the workplace.

b. Issue hearing and respiratory protection to employees who are exposed to excessive levels of dust and noise levels in the workplace.

c. Develop and implement procedures to minimize risks associated with electrical hazards, confined spaces, and fire hazards.

d. Protect employees from rotating machinery and open manholes through the installation of safety rails, better lighting, and better housekeeping.

e. Post warning signs throughout the workplace to notify workers of hazards such as low-hanging objects, holes in the floor, and other potential safety situations.

f. Install proper bearings on the coal conveyor belts and regularly inspect and maintain the conveyor idlers to reduce noise levels. (EAR, Draft Final Report for Complementary Mining Plan for Sibovc SW 2006)

g. Remove the dust accumulated on piping and other internal equipment to reduce the potential for a dust explosion.

h. Conduct a survey to determine if any asbestos exists on piping or other equipment in the workplace. (Prior reports indicated asbestos was present in TPP Kosovo A, but perhaps not in TPP Kosovo B.) If asbestos is found on piping, boilers, flooring, or ceiling materials, develop and implement an asbestos management program that minimizes employee exposures during maintenance activities, equipment replacements, and plant turnarounds. This would include the use of respiratory protection, monitoring work activities during maintenance or removal operations, and disposing of asbestos in appropriate landfills or disposal facilities.

[bookmark: _Toc256772656][bookmark: _Toc256772846][bookmark: _Toc256777382][bookmark: _Toc287436418][bookmark: _Toc366673128][bookmark: _Toc366673374][bookmark: _Toc367924860]Develop and Implement a Waste Management Plan to Minimize Anthropogenic Impacts to the Environment

To achieve compliance with Council Directive 75/442/EEC, Kosovo’s Law on Environmental Protection (03L-025), and Council Directive 79/409/EEC, TPP Kosovo B should develop and implement a program to manage, collect, and segregate wastes to minimize impacts to the environment, both land and aquatic. Such mitigation measures should include, but are not limited to, actions such as the following:
a. Characterize the wastes, with a specific focus on the ash dump and solids deposited throughout TPP Kosovo B. (Note: Kosovo has allocated funds for building a temporary hazardous waste storage facility. As appropriate, the use of this facility should be investigated for storage of selected waste streams from TPP Kosovo B.)

b. Collect and remove the wastes accumulated throughout the operating areas, and plant trees or other forms of vegetation to encourage wildlife conservation and the possible absorption of CO2. (Note: Kosovo has allocated funds to implement a program to raise public awareness concerning a national strategy for biodiversity. TPP Kosovo B may want to consider augmenting this program with information about rehabilitation efforts related to land management.)

c. Build a lined storage yard for old, discarded equipment to minimize oil leakage to the soil.

d. Upgrade lignite and ash conveyor systems with roofs or cover the systems to reduce ash runoff to the environment and Sitnica River.

e. Install lined surfaces for the storage of water treatment wastes and the waste streams listed in Table 7.

f. Increase the use of ash wastes for producing cement and concrete, roof titles, ceramic plates, and other products. (Currently TPP Kosovo B sells ash to cement companies.)

g. Develop and implement an ash management plan that includes stabilizing the landfills, using vegetative cover to reduce dust emissions water runoff, and where possible, gradually removing or relocating the ash during the operating life of TPP Kosovo B’s operating life.

h. Collect (or remove) leaking containers and liquid to reduce migration to the surrounding soils.

i. Update information regarding the presence of PCBs and SF6 in electrical equipment. (EU Directive 95/59)

[bookmark: _Toc256772657][bookmark: _Toc256772847][bookmark: _Toc256777383][bookmark: _Toc287436419][bookmark: _Toc366673129][bookmark: _Toc366673375][bookmark: _Toc367924861]Develop a Water Reuse Program to Conserve Potentially Limited Resources

The development of a water reuse program is recommended in accordance with Kosovo’s Law on Water. This recommendation is made on the basis of the large volumes of water consumed by TPP Kosovo B to generate electricity and the information contained in reports reviewed as part of the study that indicated water availability and management is a critical issue underlying the country’s economic development.
The water reuse program should be designed to take into account the quantities of water used for production and related activities. Each of these activities should be evaluated relative to energy use and associated greenhouse gas emissions, location of water intakes and wastewater discharges, the possibility of creating wetland habitats associated with receiving water bodies, and the impacts of the discharges. Other items to consider in a water reuse program are:
a. Use of a closed-cycle, recirculating cooling water system (e.g., natural or forced draft cooling tower), or closed-circuit, dry cooling system (e.g., air-cooled condensers) if necessary to prevent unacceptable adverse impacts. (IFC, EHS Guidelines for TPPs. 2008) 

b.	Use of process water/steam for district heating. This option reduces the use of electricity for heating, reducing the use of fuels to provide district heating. (MESP, Draft NMFSP, Zone of Special Interest. 2009.) 

c.	Recirculation and utilization of wastewater, especially for the ash-handling process. (EAR, Pre-Feasibility Study for Pollution Mitigation Measures at Kosovo B Power Plant – Draft Final. 2006)

In addition, an evaluation of the feasibility of converting the exploited mine into a water impoundment, as suggested by KEK, is also recommended. This evaluation should include, but not be limited to, mine stability and potential infiltration of contaminants into the groundwater. (This may require updating the mine closure plan.)
[bookmark: _Toc256772658][bookmark: _Toc256772848][bookmark: _Toc256777384][bookmark: _Toc287436420][bookmark: _Toc366673130][bookmark: _Toc366673376][bookmark: _Toc367924862]Establish a TPP Kosovo B Specific Monitoring Program to Quantify Improvements in Environmental Performance
 
The success of environmental mitigation measures, to a large extent, depends initially on the quality of data gathered to determine baseline trends, and subsequently on efforts to ensure that the mitigation is working. To demonstrate that the rehabilitation and upgrading of TPP Kosovo B is achieving conformance with applicable environmental regulations and reducing impacts to the environment and nearby communities, it is recommended that a comprehensive monitoring plan and program be designed and implemented. 
The scope of such a program should be consistent with Kosovo’s Law on Environmental Impact Assessment which recommends estimating the type and quantity of expected contaminants and emissions from existing operations that may affect water, air, soil, or create noise, vibration, heat, ionized or non-ionizing radiation. For example, the TPP Kosovo B monitoring should include:
a. Monitoring stack emissions to establish seasonal patterns of air emissions and to confirm that upgraded equipment is helping to achieve reductions in particulates, SO2 and NOX emissions.

b. Measuring ambient air quality and noise levels at the property line to assess the specific impacts from TPP Kosovo B operations on nearby communities.

c. Sampling surface water discharges to determine concentrations of heavy metals, pesticides, ash components, and other pollutants.

d. Sampling sediment cores at the entrance point of wastewater discharges from TPP Kosovo B to the Sitnica River to assess potential impacts to aquatic environments.

e. Assessing health and safety exposures (see Recommendation 6.1.3).

f. [bookmark: _Toc256772660][bookmark: _Toc256772850][bookmark: _Toc256777386][bookmark: _Toc287436421]Carrying out representative soil samples to determine trace metal and persistent organic pollutant concentrations. 

g. Establishing and Implementing a Zone-Wide Environmental and Health and Monitoring Program for Lignite Mining and Power Operations

Based on the interviews conducted as part of the preparation of this Scoping Statement, baseline data for key environmental parameters (e.g., air, water, soil, and public health) are scattered. Existing data have generally been gathered to meet the specific requirements under a specific project or program. To assess the overall impacts to human health and the environment resulting from current lignite mining and power generation activities and potential changes including new installations and equipment upgrades, a zone-wide monitoring program should be commenced and conducted on a periodic basis. The zone-wide monitoring should include, but not be limited to, the following:

· [bookmark: MarkReturn]A Health Impact Assessment (HIA) for the communities located in close proximity to Kosovo’s lignite operations. The HIA should focus on: (1) gathering data to determine whether heavy metals and other contaminants are present in the air, water, or soils that may impact the health of community members; (2) establishing baseline data on non-infectious diseases (respiratory illnesses, cancers, etc.); (3) establishing baseline for the potential presence of trace metals or persistent organic pollutants in the hair and blood of adults and children from the villages in the proposed project area; and (4) development of Terms of Reference (TORs) for establishing a Health Information System (HIS) to monitor changes in the project area.

· Ambient air monitoring within the areas potentially impacted by Kosovo’s lignite operations. These areas should correspond to the three zones outlined in the MESP NMFSP. (KEPA has received funding to install ambient air monitoring stations to assess the quality of the air within Kosovo relative to lignite mining and power generation activities.)  

· Surface water sampling along the portions of the Sitnica River abutting the mine, electric generating areas, and associated facilities.

· Monitoring groundwater through a network of piezometers. The data gathered should be designed in such a manner to update the 1985 hydrogeological maps prepared by the Rudarski Institute and to develop a map describing the quality of the groundwater near TPP Kosovo B. The scope of the monitoring should include sulfates, heavy metals, phenols, and other contaminants covered under drinking water regulations.

· Soil sampling for trace metals and persistent organic pollutants in the zone of interest.

· Monitoring flora and fauna to record any changes in natural species or the presence of new species.

As the results are gathered and analyzed, mitigation measures should be implemented to address any identified concerns. The mitigation measures should reflect the synergistic effects (cumulative impacts) resulting from Kosovo’s lignite power generation activities.

The zone-wide monitoring program should include a single Environmental and Health Information System repository for data to overcome the past problems of disparate data gathering conducted at irregular frequencies and from difficult-to-access sources. Responsibility for program funding and administration could include the private sector, GoK, donor agencies, or NGOs, or a combination of one or more of these types of entities. As the transaction for the New Kosovo Power Plant project proceeds, responsibilities and costs for this program should be evaluated and discussed among appropriate governmental and private sector entities.
[bookmark: _Toc256772661][bookmark: _Toc256772851][bookmark: _Toc256777387][bookmark: _Toc287436422]
Consider and Adopt the New Mine Field Spatial Planning Recommendations Relative to Communities in Proximity to Lignite Mining and Power Generation Activities

After developing an environmental and public health baseline data system for nearby villages and communities, resettlement may be required. The draft NMFSP offers a framework for resettlement that should be considered. For example, this framework features, but is not limited to, the following:[footnoteRef:2] [2:  	MESP. Draft New Mine Field Spatial Plan, Zone of Special Interest. 2009.] 


a. Developing an inventory of property and immoveable properties in the settlements of Hade, Shipitulla, Caravadica/Palaj, and Leshkoshiq/Lajthishta and Sibov.

b. Compensating for expropriated properties and immoveable properties established by the Property Evaluation Office.

c.	Implementing an acceptable community relocation-resettlement program starting in 2011 for Obiliq and neighborhoods in Hade and Berisha, Shipitulla, and Palaj.

d.	Relocating cemeteries in the area of the mine.

e.	Improving to the livelihoods of residents who may be impacted by lignite mining and power generation but are not expected to be resettled in the near future.

f.	Creating a community development fund to address social, environmental, and economic issues and allocating the funds for improving the livelihood of Kosovo residents, basic infrastructure, efficiency in services, professional capacity development, and employment issues.

[bookmark: OLE_LINK1](Note: Resettlement issues associated with Kosovo TPP B arise from [1] non-conformance with Kosovo’s environmental standards, commitments under the Energy Community Treaty, and best practices outlined under the WB’s EHS Guidelines for TPPs; and [2] reflect the cumulative environmental and human health and safety impacts associated with Kosovo’s more than 40 year history of mining and processing lignite for power production.) 

After collecting public health baseline data for villages and communities, the GoK may need to establish an accelerated resettlement initiative. If immediate resettlement is warranted, it is recommended that a resettlement institution be established consisting of representatives from the affected communities. This institution would function most effectively as a GoK-registered NGO with a legally constituted board and executive committee. Ideally, the board should consist primarily of representatives of affected communities, but with additional members from government (especially town officials), industry, and other affected parties. The institution’s accounting practices should meet both GoK and donor standards. It is recommended that this institution be established as a pilot program for managing resettlement and for providing health services, alternative income-generating opportunities, training, and microcredit for individuals relocated as a result of public health concerns and/or new mining development.
[bookmark: _Toc256772659][bookmark: _Toc256772849][bookmark: _Toc256777385][bookmark: _Toc287436423]
Improve the Management of Flood Control Measures

To minimize the potential impacts associated with flooding in and around TPP Kosovo B, a plan should be developed and implemented to clean the levees and restore dikes and flood barriers to full capacity, and to repair breeches in these systems. The flood control measures plan and mitigative measures should be reviewed on an annual basis with inspection for leaks or damage. Actions should be taken to repair problems as soon as feasible and practicable. In addition, an emergency action plan should be developed to address flood conditions and to ensure that mining areas are maintained to minimize the impacts associated with flood conditions. As appropriate, the flood data and control measures for TPP Kosovo B should take into account the potential effects of watershed and soil cover/forest lost and climate change on flood intensity and frequency.
[bookmark: _Toc256772638][bookmark: _Toc256772828][bookmark: _Toc256777364][bookmark: _Toc287436403][bookmark: _Toc366673131][bookmark: _Toc366673377][bookmark: _Toc367924863]Issues of Particular Significance

In summary, the scoping issues of particular significance relative to the rehabilitation and possible operational life extension of TPP Kosovo B include the following:

a.	Particulate, SO2, and NOx emissions from the operating units – because KEK must come into compliance with EU and Kosovo environmental regulations in less than 5 years. These emissions also contribute to the cumulative effects on the region from the more than 40 years of mining and producing electricity with few environmental safeguards.

b.	Wastewater discharges and water management, because Kosovo has a stressed water system and further deterioration will impact the economic viability of the country as well as human health and the environment.

c.	The environmental and health impacts on villages located in proximity to TPP Kosovo B.

d.	The absence of a comprehensive environmental and health monitoring program to assess impacts as well as progress in reducing environmental discharges to land, water, air, and local communities.


[bookmark: _Toc367924864]ANNEX B:  
[bookmark: _Toc367924865]EXECUTIVE SUMMARY OF “USAID-COMPLIANT EA OF KOSOVO ‘B’ INVESTMENT REQUIREMENTS AND REHABILITATION FEASIBILITY”, SUBMITTED DECEMBER 2012

This section provides a summary of the purpose of this Environmental Assessment (EA) approach, major findings and conclusions, and issues of controversy still to be resolved.
[bookmark: _Toc342931409]
1.1	Purpose of Environmental Assessment

U.S. Agency for International Development (USAID) has been providing strategic and technical advice to Korporata Energjetike e Kosoves (KEK) relating to the rehabilitation and possible life extension of Kosovo Thermal Power Plant (TPP) “B”. USAID’s support has included preparation of a Feasibility Study to evaluate the economic, technical and institutional feasibility of the rehabilitation project. It is the purpose of this EA to assess what the environmental considerations are for these aspects. The Feasibility Study should then be able to rely on this assessment when it generates its plans and recommendations. 

[bookmark: _Toc342931410]1.2	Approach 

Data Sources. The EA Preparer relied upon the following information sources to develop a USAID compliant Environmental Assessment of the Feasibility Study for Rehabilitation and Possible Life Extension of TPP Kosovo B:

· Information provided in the aforementioned Scoping Statement (USAID/Kosovo, Preparation of a Scoping Statement for the Environmental Assessment for Rehabilitation of Thermal Power Plant Kosovo B, 2010), to the extent practicable and relevant to the objectives of the EA, as well as from the associated TPP Kosovo B Feasibility Study (Kosovo “B” Investment Requirements and Rehabilitation Feasibility, Final Draft, Tetra Tech ENE, July 2010), corresponding Initial Environmental Examination (IEE) and related USAID environmental declarations and documentation 
· Communications with, or provided by, USAID/Kosovo and its implementing partners, such as AEAI, Tetra Tech and Deloitte Consulting 
· Knowledge gained by AEAI subcontractor Cadmus over the past year in assisting USAID/Kosovo with ambient air monitoring work, including the Capacity Building Plan prepared for USAID/Kosovo
· Various papers and personal addressing alternatives considered in the development of the Kosovo energy sector, including especially the World Bank’s expert panel review of environmental issues and compliance with the Bank’s coal policy
· Lignite Power Technical Assistance Project (LPTAP), Ministry of Energy and Mining, Government of Kosovo. 2008. Strategic Environmental and Social Assessment: Kosovo C – Executive Summary and Final SESA Report. Pristina, Kosovo.
· Review of other existing, easily available and relevant reports that have been completed to date; the following is a list of potential secondary information sources.

Methodology.  The 7-step technical approach below was employed in preparing the EA:

1. Reviewed the TPP Kosovo B Task Order SOW, Scoping Statement, KEK Feasibility Study and other background documents collected during preparation of the Scoping Statement; prepared Draft Work Plan, including tasks, issues, deliverables, schedule, staffing, etc. 
2. Conducted Mission 1 to Kosovo, including Kick-off Meeting with USAID and meetings with the GOK LPTAP and TPP Kosovo B Feasibility Study project teams and other stakeholders to get consensus on project objectives and approach, refine and detail the Work Plan, including a more detailed report outline with sources of information and content guidance notes for each section of the EA, identified initial data gaps and planned data collection. 
3. Utilized local project staff and other cooperators to collect missing data and coordinated with ongoing and planned baseline surveys and monitoring programs. 
4. Revised the detailed report outline prepared in Task 2 above and obtained approval of the USAID Mission and BEO, then prepared a First Draft of the EA and submitted it to USAID and stakeholders for review and comment.
5. Addressed review comments and incorporated changes in a Final Draft EA.
6. Conducted Mission 2 to Kosovo and presented the Final Draft EA to USAID and other stakeholders and obtained review comments.
7. Address review comments and incorporate changes; produce and submit a Final EA complying with USAID’s 22 CFR 216 requirements. 

[bookmark: _Toc342931411]1.3	Major Findings and Conclusions 

Project Description 

This section describes the development need or objective that the proposed action, and its alternatives, are intended to address. Sections 2.1, 2.2 and 2.3, respectively, provide:  background on Kosovo’s energy sector and lignite mining and power complex (2.1); privatization of Kosovo’s lignite mining and power complex (2.2); and USG support to the Kosovo energy sector (2.3). Sections 2.4, 2.5 and 2.6, respectively, describe:  the rehabilitation and possible life extension of TPP “B”, including the objective and scope of the feasibility study, which is the subject of this EA (2.4); USAID’s environmental review of the TPP “B” rehabilitation feasibility study (2.5); and the stakeholder consultation conducted during the Scoping Statement preceding this EA (2.6). 

The primary aim of the proposed “Project” is to recover the original power generation capacity, efficiency and reliability of TPP “B” and to extend those benefits an additional 5-15 years beyond the original design life of the plant which is planned to terminate in 2024. The FS concluded that the rehabilitation and repair of the TPP “B” is technically feasible, and considering the available alternatives, is the most practical and least-cost solution for the electric power supply of Kosovo through the year 2024. Further life extension in order to operate the Kosovo B plant until 2030 or 2040 was also deemed by the Feasibility Study to be technically feasible and economically justified. The proposed Project is further justified based on the key role TPP “B” plays in the energy security of Kosovo given that the country’s power supply depends entirely at present on TPPs “A” and “B”, that TPP “A” is in somewhat worse condition and thus being forced by the EU to be shut down by 2017, and that the other alternatives cannot provide sufficient national energy security in the short- to mid-term. 


Background on Kosovo Energy Sector Privatization

The Government of Kosovo (GoK) has been engaged over the past several years to attract private sector investment in strategic energy sector projects in the country. One of the goals of the investment strategy is to privatize power generation within the Republic of Kosovo as a means to finance establishment of a reliable energy supply to meet increasing energy demands within the country.  Initially this strategy proposed construction of one 2,100-megawatt (MW) coal-fired thermal power plant, rehabilitation of certain units at existing power plant facilities, and development of the Sibovc Mine (also known as the New Mine Field [NMF]).  In response to concerns about environmental impacts, stability of the existing grid, and other issues, the project was reconfigured and is now referred to as the New Kosovo Power Plant (NKPP) transaction.  The NKPP transaction includes development of the Sibovc Mine, construction of one generating unit (up to 600 MW) with an option for a second similarly-sized unit, and private sector participation in rehabilitation and operation of Thermal Power Plant (TPP) Kosovo B.

USG Support to Kosovo Energy Sector Privatization 

USAID is assisting the GoK with the NKPP transaction. Specifically, USAID is providing technical support, including preparation of various environmental and engineering feasibility studies for the rehabilitation and possible life extension of TPP Kosovo B.  The focus of the rehabilitation of TPP Kosovo B is aimed at installing pollution control equipment and enhancing current operational practices to minimize environmental discharges and achieve conformance with applicable environmental and social regulations of the GoK and European Union (EU).  The potential operational life extension of TPP Kosovo B is expected to provide power generation until 2025 to 2030, a period during which the country will complete construction of new facilities. If undertaken, the simultaneous rehabilitation and possible life extension of TPP Kosovo B are likely to produce environmental and social benefits including reduced air emissions, improved water and land management practices, and a healthier environment for employees and surrounding communities.

Rehabilitation and Possible Life Extension of TPP “B” 

Tables 2-1 and 2-2, respectively, show over 57 million Euros of investment in environmental protection improvements that are completed or ongoing and an additional 127-153 million Euros of planned investments. As shown in Table 2-1, rehabilitation activities at TPP “B” began in 2003 to address urgent needs relative to keeping TPP “B” operational in the absence of better near-term options to continue supplying electricity to the country.  During 2010, USAID funded the Kosova B Investment Requirements and Rehabilitation Feasibility Study, prepared by Tetra Tech ENE under USAID’s Korporata Energjetike e Kosoves (KEK) Network and Supply Project (Contract No. EPP-I-04-03-00008-00, Task Order 4).  The August 2010 final report addressed the range of topics that a Feasibility Study for rehabilitation of a coal-fired thermal power plant would typically address. 

USAID Environmental Review of TPP “B” Rehabilitation Feasibility Study

Section 117 of the Foreign Assistance Act of 1961, as amended, requires that an environmental review process be used to evaluate the environmental impact of USAID activities, and that USAID “fully take into account” environmental sustainability in designing and carrying out its development programs. USAID’s environmental review process requires it to conduct an Initial Environmental Examination (IEE) before undertaking an action or project with potential adverse environmental impacts.  An IEE was filed in October 8, 2009, making a positive determination confirming the potential for significant adverse effects of activities covered under the KEK Network and Supply Project, specifically Task Area 2: Privatization Support for TPP Kosovo B, sub-part (i): Thermal Power Plant (TPP) Kosovo B Investment Requirement and Rehabilitation Feasibility Study. The IEE required that a Scoping Statement be prepared and approved by the Bureau Environmental Officer prior to preparation of the feasibility study to define the environmental parameters for the rehabilitation and potential expansion of TPP “B”. Scoping Statements are prepared to determine the scope and significance of issues to be analyzed in an EA, and to identify and eliminate issues that are not significant or have been covered by earlier environmental review, etc.  A Scoping Statement was prepared in 2010 for the Rehabilitation and Possible Life Extension of TPP “B”. 

The Scoping Statement specifically applied to the physical/capital project for the rehabilitation of TPP Kosovo B. TPP “B” and covered both generation units, and all other facilities and equipment directly ancillary to TPP “B”.  It also addressed a relatively broad range of environmental issues for a variety of reasons, including the need to address a dynamic situation, evaluate cumulative impacts and support the World Bank’s eventual full ESIA.  While decisions about its possible packaging with other transactions are still not finalized, it is clear at this time that ownership and operation of TPP “B” will be organized as a public private partnership and that USAID will not be providing financial assistance. Therefore, any future USAID support to rehabilitation of TPP “B” will be consistent with the policy and strategic advice and assistance provided to date under the USAID Korporata Energjetike e Kosoves (KEK) Network and Supply Project.  

A full ESIA for the actual, physical/capital project to rehabilitate TPP “B” will ultimately be the responsibility of the concessionaire selected to own and operate TPP “B”. In the meantime, however, to expedite the schedule for completion of the financial transaction relating to  the NKPP privatization, the MED and MESP are planning to use World Bank funding to commission a Framework ESIA project to: 
· Expand and update the existing baseline information
· Detail the applicable GOK, EU and World Bank requirements
· Provide guidelines and a template for the concessionaires to fill in with the technologies and other specifics of their respective tenders to enable preparation of project-specific full ESIAs

It has been proposed that this Framework ESIA be extended to include the TPP “B” transaction.  

Stakeholder Consultation

Stakeholder consultation during the preparation of the Scoping Statement included meetings with governmental agencies and scoping meetings or workshops with a variety of organizations, and provision of written statements or information by some of the stakeholders. An initial visit to Kosovo was conducted to meet with pertinent governmental ministries and USAID partners. A list of stakeholders interviewed individually or during group workshops is provided in Appendix B. The most frequently cited comments made by governmental representatives and other workshop participants included the following:

The need to develop Kosovo’s energy sector in a rational manner to reduce costly imported electricity.
Reduing load shedding (engineered power shutdowns to avoid total blackouts when demand exceeds capacity) during the day.
Undertaking resettlement in a transparent and equitable manner.
Creating job opportunities as a component of the NKPP transaction.
The challenges associated with operating TPP “B” in the absence of a comprehensive maintenance plan.
The relative merit of constructing different sized generating facilities to meet the energy demands of Kosovo. 
The loss of electricity and water through non-technical means, e.g. through theft, poor equipment maintenance, calculation errors and accounting mistakes.

Following the initial visit, documents describing past and current environmental conditions, engineering evaluations, and stakeholder needs and assessments were reviewed. Written statements relative to the preparation of the Scoping Statement were drawn from documents listed in Appendix C. 

Alternatives Analysis 

This section identifies and evaluates alternatives, including the preferred alternative and the no action alternative, in terms of environmental impacts, considering the effect of mitigation measures, and explains why certain alternatives were not considered.  It expands the alternatives analysis of the Scoping Statement and Feasibility Study using information provided by various sources that have evaluated alternatives for energy sector development in Kosovo.  Project alternatives to the rehabilitation and possible operational life extension of TPP “B” are outlined below.  Alternative 3 is the preferred alternative given the stage of project development for the rehabilitation and possible life extension of TPP Kosovo B.
 A primary objective of the Feasibility Study is to analyze a set of alternatives and recommend which is the most feasible. This EA is intended to analyze the environmental considerations of those alternatives so that they can be combined with economic and technical considerations, to support a final set of recommendations. The recommendations will also be informed by the time and resources it will take to build GoK institutional capacity to ensure adequate environmental protection, which may vary depending on the proposed alternative. 

Alternatives Previously Evaluated and Not Selected 

· Alternative 1: No Action Alternative
· Alternative 2:  Decommission Kosovo B in Near Term and Replace with Other Energy Supply
· Alternative 2A:  Replace TPP Kosovo B with New TPP Generating Capacity.  
· Alternative 2B:  Replace TPP Kosovo B Generation with Energy Efficiency Measures. 
· Alternative 2C:  Replace TPP Kosovo B Generation with Renewable Energy Measures. 

Feasible Alternatives for Evaluation in the ESIA

· Alternative 3:  Privatization and Rehabilitation of Kosovo B (Preferred Alternative)
· Alternative 3A:  Fuel and Process Changes.
· Alternative 3B:  Pollution Control Upgrades.



Affected Environment

This section describes the existing or baseline environmental conditions of the area to be affected by the proposed project and reasonable alternatives to it. The section includes an evaluation of the current pollution releases and controls related to existing TPP “B” operations. The information here serves as a common point of comparison for the impacts stemming from implementation of the feasibility study as well as those of alternatives to the project. 
The section was prepared with carefully cross-checked information from several international and local reports, particularly the 2007 Strategic Environmental and Social Assessment (SESA) Report whose environmental and social baseline  findings and conclusions remain generally relevant and accurate. 
The SESA report concluded that the environmental situation in the Kosovo Lignite Mining and Power Complex is very complex for various reasons.  In general, though, the setting has been affected by historical mining and power generation activities with significant land modifications with the following effects:

· Air quality is poor due to existing power plant emissions that are not compliant with EU standards, and the spontaneous burning of lignite and dust emissions from ash dumps, which could be a main sources of air pollution.
· Water resources are stressed due to competing demands, resulting in periodic shortages in potable water supply during summer months. 
· Soil and ground water quality have been harmed by ash and other waste disposal and from former activities of fertilizer and gasification plants.
· Surface water has been contaminated by untreated wastewater discharges from power plants, mining activities and urban waste water.
· Noise emissions from mine activities disturb people living around the mine border.
· Environmental controls (for air or water) are absent or insufficient in the area.
· No formal waste management procedures are in place at the industrial sites.

See Section 4 for the in-depth presentation on baseline environmental conditions at the site. The planned Framework ESIA to be prepared by the Ministry of Economic Development and Ministry of Environment and Spatial Planning (MESP) with possible funding from the World Bank, as well as the subsequent Full ESIAs to be prepared by the investors for their respective privatization transactions, will significantly update and expand the baseline environmental data presented here. 

Environmental Impacts and Mitigation Measures 

However, to the extent that the feasibility study, once prepared and published, could influence decision-making in the Kosovo energy sector, there are secondary, or indirect, impacts of implementing the recommendations of the feasibility study that would have physical aspects and, thus, potentially significant positive or negative environmental impacts. The remainder of Section 5 focuses on these secondary impacts. Specifically, Section 5.1 describes the range of potential environmental consequences stemming indirectly from the Feasibility Study; addresses issues identified by Scoping Statement participants; discusses significant issues identified in the Scoping Statement that should be addressed by this EA; discusses issues of particular significance; and identifies issues that the Scoping Statement indicated should be eliminated from further consideration. Section 5.2 describes mitigation measures recommended to address the significant secondary environmental impacts. 
Note that the feasibility study also contained a section assessing the environmental impacts of the actual physical rehabilitation of TPP “B” (presented as primary impacts). However, the discussion of impacts in this EA (presented as secondary impacts) utilizes the feasibility study impact information and is more up-to-date and comprehensive (e.g., this document also addresses ecology and biodiversity, resource issues, and social concerns).

Environmental Impacts 

An issue was deemed significant if it represented: (1) a nonconformance with Kosovo’s environmental standards; commitments under the Energy Community Treaty; or best practices outlined under the WB’s TPP Guidelines (see Tables 5-1 and 5-2); (2) a significant impact as defined under USAID 22 §216.2; or (3) cumulative effects associated with Kosovo’s more than 40 year history of open-cast mining and processing lignite in the absence of regulatory limits and effective environmental and social controls.  

Direct or primary impacts refer to actions and effects that occur at the same time and place. Indirect or secondary impacts or cumulative effects[footnoteRef:3] refer to “impacts on the environment that result from the incremental impact of an action when added to other past, present, and reasonable foreseeable future actions.” Cumulative effects result from multiple activities over time or geographic area, including both the project being assessed, as well as “associated facilities”, and may last for many years beyond the life of the project that caused the effects.  [3:  See http://www.usda.gov/rus/water/ees/pdf/AECI_FEIS/Sect_4.pdf.  U.S or the definition of cumulative effects offered by the Council on Environmental Quality. This definition is used in the National Environmental Policy Act, and is the reference document for USAID EIA regulations.] 

The significant issues that the scoping statement required the EA to address are:
· Air Emissions from TPP Kosovo B
· Wastewater Discharges from TPP Kosovo B
· Employee Exposures to Potential Health and Safety Issues
· Waste Management Practices
· Water Availability and Management
· Emission Impacts on Surrounding Villages and Communities
· Incomplete Emission Monitoring and Analysis
· Flooding
· Cumulative Effects

The Issues of particular significance relative to the rehabilitation and possible operational life extension of TPP Kosovo B are:

· Particulate, SO2, NOx and CO2 emissions from the operating units – because KEK must come into compliance with EU and Kosovo environmental regulations in less than 5 years. These emissions also contribute to the cumulative effects on the region from the more than 40 years of mining and producing electricity with few environmental safeguards.
· Wastewater discharges and water management, because Kosovo has a stressed water system and further deterioration will impact the economic viability of the country as well as human health and the environment.
· The environmental and health impacts on villages located in proximity to TPP Kosovo B.
· The absence of a comprehensive environmental and health monitoring program to assess impacts as well as progress in reducing environmental discharges to land, water, air, and local communities.

Mitigation Measures 

For the proposed Project to be at all plausible, the rehabilitation and repair work related to the main power generation processes and plant facilities, which will help improve environmental performance by themselves, must be packaged with a portfolio of environmental, safety and health improvements. The challenge of rehabilitating an existing power plant using old technology and a dirty fuel to meet EU standards leads to a situation wherein, according to the Feasibility Study, the capital cost of the main power process and plant rehabilitation is estimated at €134 million while the portfolio of environmental upgrades is estimated to cost significantly more at €187 million, for a total project cost estimated at €321 million. With the cost of the proposed Project proportioned and expressed this way, the scope of the proposed Project could be said to include the environmental measures as major project components. 

However, such an approach may allow a future segmentation or phasing of project implementation that would defer or delay those recommended environmental improvements, all of which are critical to making the project acceptable to its stakeholders. For this reason, this EA presents the proposed environmental upgrades as a package of mitigation measures which must be implemented concurrent with the rehabilitation of the main power generation process and plant as part of the TPP “B” public private partnership transaction. This means that the recommended environmental improvements are described as mitigation measures in this EA in Section 5, Environmental Consequences.

The mitigation measures section recommends broad options for eliminating, reducing to acceptable levels, or mitigating the primary environmental impacts of the rehabilitation project identified above as significant issues. These recommended mitigation measures should be reviewed to determine if any should be included in the Feasibility Study by formal addendum. The recommendations outlined below provide a framework for evaluating the range of mitigation options available for addressing the significant issues identified in the Scoping Statement, including air and water emissions, waste management, and potential impacts to employees and communities located close to the site. 
· Improve Air Emissions through Installation of Pollution Control Equipment and Enhanced Process Efficiencies
· Collect and Treat Wastewater to Reduce Impacts to Surface and Groundwater Resources
· Establish and Implement an Employee Health and Safety Program
· Develop and Implement a Waste Management Plan to Minimize Anthropogenic Impacts to the Environment
· Develop a Water Reuse Program to Conserve Potentially Limited Resources
· Establish a TPP Kosovo B Specific Monitoring Program to Quantify Improvements in Environmental Performance 
· Consider and Adopt the New Mine Field Spatial Planning Recommendations Relative to Communities in Proximity to Lignite Mining and Power Generation Activities
· Improve the Management of Flood Control Measures



Environmental Mitigation and Monitoring Plan 

This section provides a conceptual framework for an Environmental Mitigation and Monitoring Plan (EMMP), or Environmental and Social Management Plan in World Bank terminology, for improving environmental management of the actual physical/capital project for TPP “B” rehabilitation and possible life extension based on the findings of the previous sections. Note that this section applies to the direct/primary impacts of physical/capital project for TPP “B” rehabilitation.
Preparation of a full EMMP is essential to make the EA effective as it assigns responsibilities and establishes schedules/time lines and reporting requirements. Preparation of a full ESIA, including the full ESMP, for the actual physical/capital project to rehabilitate TPP “B” will ultimately be the responsibility of the concessionaire selected to own and operate TPP “B”.  As previously mentioned, the MED and MESP are planning to commission a Framework ESIA, with possible World Bank funding, to provide a template and guidelines for the concessionaires to use in preparing project-specific full ESIAs.  It is planned that the World Bank’s ESIA framework assistance be extended to include the TPP “B” transaction. 
Section 6.1 outlines the environmental and social mitigation portion of the EMMP, while Section 6.2 frames the environmental monitoring portion of the EMMP; these are summarized below.

Environmental and Social Management System 

On the basis of the extensive data-gathering efforts that have been undertaken to prepare the SESA and the NMFSP documents, the following conceptual framework is recommended for developing a zone-wide Environmental and Social Management System for the NKPP and TPP “B” projects. The system would involve: 
· Updating and expanding the SESA zone-wide baseline information
· Conducting a zone-wide cumulative effects assessment (CEA)
· Preparing individual project EIAs  and environmental permit applications
· Formulating mitigation measures that are impact-specific and reflect CEA outcomes
· Assessing and building organizational capacity

The scope of this overarching ESMS should include waste management, resettlement issues, climate change strategies, water management, land management, preservation of fauna and flora with a particular focus on the “zone of influence” or TPP “A” and “B”, existing mines, and new power generating units.

Environmental and Social Monitoring System
This section provides general guidelines for long-term environmental monitoring to ensure sustainable implementation and effectiveness of the environmental and social mitigation measures. It is recommended that a zone-wide Environmental and Social Monitoring System (ESMnS) be established and implemented for the NKPP and TPP “B” projects. Based on the interviews conducted as part of the preparation of this Scoping Statement, potential changes including new installations and equipment upgrades, a zone-wide monitoring program should be commenced and conducted on a periodic basis. The zone-wide monitoring should include, but not be limited to:
· A Health Impact Assessment (HIA) for the communities located in close proximity to Kosovo’s lignite operations. 
· Ambient air monitoring within the areas potentially impacted by Kosovo’s lignite operations.
· Surface water sampling along the portions of the Sitnica River abutting the mine, electric generating areas, and associated facilities.
· Monitoring groundwater through a network of piezometers. Soil sampling for trace metals and persistent organic pollutants in the zone of interest.
· Monitoring flora and fauna to record any changes in natural species or the presence of new species.

[bookmark: _Toc342931412]As the monitoring results are gathered and analyzed, mitigation measures should be implemented to address any identified concerns. The mitigation measures should reflect the synergistic effects (cumulative impacts) resulting from Kosovo’s lignite power generation activities. The zone-wide monitoring program should include a single Environmental and Social Information System repository for data to overcome the past problems of disparate data gathering conducted at irregular frequencies and from difficult-to-access sources. Responsibility for program funding and administration could include the private sector, GoK, donor agencies, or NGOs, or a combination of one or more of these types of entities. As the transaction for the New Kosovo Power Plant project proceeds, responsibilities and costs for this program should be evaluated and discussed among appropriate governmental and private sector entities.

1.4	Areas of Controversy and Issues Still to Be Resolve

Although USAID is not financing the recommended rehabilitation and possible life extension of TPP “B”, it has opted to prepare this EA of the Feasibility Study for the proposed project. This EA will inform and pave the way for two more comprehensive EA efforts already planned that will address the TPP “B” project, including:

· Framework ESIA addressing the overall NKPP and TPP “B”  privatization transactions planned by the GOK Ministry of Economic Development (MED, which handles energy issues), with oversight by the Ministry of Environment and Spatial Planning (MESP) and possible funding by the World Bank, that will compile additional baseline environmental and social information, and provide guidelines and templates for 
· Site-Specific ESIAs to be conducted by the NKPP and TPP “B” investors for submission to the MESP

Both of the above additional EA efforts will provide the opportunity for more comprehensive information collection and analysis, as well as stakeholder and public consultation, as they relate to the following persistent issues which have been raised in the past several years by multiple stakeholders, including the World Bank, EU and international and local NGOs, which have not been fully resolved with all stakeholders:

· Collection of sufficient baseline environmental and social monitoring information
· Analysis of alternatives, especially relates to energy efficiency and renewable energy
· Evaluation and mitigation of greenhouse gas emissions and climate change impacts
· Development and sustainable implementation of a coordinated environmental and social management plan and system 

The above benefits will be lost if the World Bank, EU or other donors decline to fund or provide technical oversight of the proposed Framework ESIA and Site-Specific ESIAs.




[bookmark: _Toc367924866]ANNEX C: 
[bookmark: _Toc367924867]EXECUTIVE SUMMARY OF “ENVIRONMENTAL REVIEW OF:  KEK NETWORK AND SUPPLY PROJECT”, SUBMITTED JANUARY 2013

Background and Objective

This report was prepared under the project, “Environmental Review and Monitoring Support for Rehabilitation and Potential for Expansion of Thermal Power Plant (TPP) Kosovo B” (Contract No. EPP-I-00-03-00004-00, TO 11). Task 3 requires that an environmental review of the technical assistance provided by TetraTech (Contractor) under USAID’s KEK Network and Supply Project (KEK NSP, or the Project) during 2007-2012. The aim of this task is to determine whether there were any potential environmental consequences, whether proper safeguards were planned and implemented or, in the lack of such safeguards, how corrective and preventive action plans can be developed and implemented. 

Scope and Methodology

The environmental review was performed during April–September 2012 by the team of Advanced Engineering Associates International, Inc. (AEAI), prime contractor, and Eurasia Environmental Associates, LLC (EEA), subcontractor (the AEAI-EEA Team). To complete this task, the AEAI-EEA Team conducted meetings or interviews with key relevant stakeholders, reviewed various documents provided by USAID/Kosovo and conducted relevant site visits as appropriate. The stakeholders vetted and documents reviewed are listed in Appendixes 2 and 3, respectively. The main challenge during the implementation of the environmental review was lack of institutional memory at KEK. Due to frequent changes of KEK management and staff of in 2008-2009, it was difficult to find relevant persons in the beneficiary institution that could provide comprehensive information of KEK NSP activities during 2007-2009. Therefore, the environmental review of KEK NSP activities for 2008-2009 is mainly based on the results of a desk study of project documents and annual reports produced by the Contractor, and interviews with the Contractor’s experts and the USAID Kosovo office. During the environmental review, it became apparent that in 2008-2009 KEK NSP was implemented in a near force majeure environment, hence for objective and correct evaluation of the project activities and results it was necessary to have a good understanding of the project environment, which was impossible to get from the beneficiaries due to the lack of institutional memory. Thanks the USAID Kosovo office who made significant contribution to this process by providing comprehensive contextual information, which was incorporated in the report.

Taking into account that by the request of the USAID Kosovo office and BEO the scope of the environmental review was expanded (see Chapter 1), some additional chapters (5-9) were added to the report, including specific recommendations for the improvement of the environmental management in KEK. For this reason, we have conducted a comprehensive analysis of the  legal and regulatory environment and evaluated the situational and human capacity of KEK as an institution to tackle its environmental problems. 

Information on Project activities was collected during interviews with the Contractor, KEK management, Ministry of Economic Development, Ministry of Environmental Protection and Spatial Planning, the WB PIU, management of Kosovo A and B TPPs and other beneficiaries. A comparative analysis of KEK NSP was implemented. Several activities that could have potential environmental impact were identified. The results of the preliminary analysis were discussed with the USAID Kosovo Office and the Contractor during the second mission in August 2012. As agreed with USAID/Kosovo, all selected activities were further analyzed in terms of compliance with Kosovo environmental legislation. Subsequently, recommendations were prepared for KEK and the Contractor.. 

Organization and Content of Report
The logical flow of the report is presented below via brief summaries of the content and purpose of each chapter:

The environmental review of KEK NSP project is based on seven pre-defined criteria as presented in Chapter 1. These criteria were also included in the the Environmental Review Table (see Appendix 1).  

Chapter 2 of the report describes the methodology used and four main phases of the environmental review/evaluation.

Chapter 3 of the report includes a detailed analysis of the context in which the KEK NSP project has been implemented. Without analysis of the contextual information, it would be difficult to make relevant and practical recommendations for the beneficiary and client.

In Chapter 4 of the report, the AEAI/EEA Team performed a comprehensive comparative analysis of the Project’s original SOW, original 2007 IEE and 2008-2012 IEE amendments . These amendments were retrospectively analyzed and compared with NSP project activities as presented in the Contractor’s work plan and annual reports. 

Chapter 5 of the report provides a brief description of the environmental situation in Kosovo. This was necessary to understand the capacity of the Government to tackle environmental problems in general, which is a prerequisite for improving the environmental results of KEK’s activities

Chapter 6 of the report includes description of Kosovo environmental legislation and a comparative analysis of Kosovo environmental legislation versus existing EU directives and other international standards. It was necessary to perform this analysis prior to preparing  final recommendations regarding compliance of KEK NSP activities in general, and KEK activities in particular, with national and international regulations and standards.

Chapter 7 deals with compliance of KEK activities with applicable environmental legislation and includes measures necessary to take during implementation of activities in which the KEK NSP project was directly or indirectly involved.

Chapter 8 of the report includes the description of the main environmental projects that were or are being implemented by KEK on its own or with assistance of the donor community. This chapter also includes an analysis of the environmental policy document prepared by KEK and highlights the main drawbacks of this document.

Chapter 9 describes the existing environmental management system used by KEK and concentrates on organizational and institutional set up of the Environmental Department of KEK.

Chapter 10 includes the conclusions and recommendations



Main Findings

The Project was designed in line with the USAID/Kosovo Strategic Plan for 2004-2008, which identified five crosscutting factors as having a profound effect on the development environment in Kosovo. These were 1) conflict mitigation, 2) corruption, 3) youth, 4) gender, and 5) human capacity building. The environmental issue was not considered a priority in the Strategic Plan in part because there was an assumption that environmental issues related to KEK’s operation would be addressed by other donors, particularly the World Bank (WB). That is why no environmental expert was included on the Contractor’s team during either preparation or execution of the Project. However, WB environmental support to KEK, beginning with the land cleanup and reclamation project, was delayed for several years due mainly to the 2008 world economic crisis and climate change issues associated with WB financing of coal-fired power plant projects such as construction of the new Kosovo C and rehabilitation of Kosovo B TPPs. These issues were not evident to the Contractor during 2008-2009, and the project activities were implemented assuming that the WB would address all environmental issues related to the operation of Kosovo A and B TPPs, mining operations, and land reclamation and cleanup activities. Actual implementation of the WB land cleanup and reclamation project started in 2010; hence, some environmental issues active during the implementation of the earlier ad hoc activities were not addressed in a timely way.   

In addition, starting from 2008, the EU canceled all technical assistance to KEK related to environmental problems. This happened after the official announcement of the GoK’s plan to start privatization and eventual closure of Kosovo A TPP by 2017. Therefore, the WB and USAID were and are the main donors who assist KEK in tackling environmental problems accumulated during several decades of Kosovo A TPP and mining operations. However, due to the success achieved by the Project, KEK’s financial situation has significantly improved and, starting from 2011, KEK management actively started to allocate substantial funds for environmental improvement projects. Despite the new positive trend, concerns about KEK environmental management remain since KEK has not established a formal environmental management system and staff environmental management capacity is limited. Thus, there is a risk that these environmental projects may not achieve or sustain their planned results.

One of this report’s main findings is that although most of the KEK NSP activities do not have direct environmental impacts since the Contractor only advises the KEK Managing Director (MD), some of the advisory activities still influenced actions taken by KEK that do have direct impacts on the environment. During 2008-2009, the Contractor was indirectly and directly involved in both the decision-making and implementation processes for some ad hoc activities that originally were not included in the Project SOW tasks. These activities included operations of the mines, major overhaul of Kosovo A units, organization of tenders, evaluation of bids for privatization of a small hydropower station, drafting of contracts and specifications for the procurement of mining equipment, and rehabilitation of Kosovo A TPP. For procurement oversight, it is important to point out that the Contractor’s main objective was to check that the process followed best practice and was not corrupt. In all cases, the Contractor should have provided KEK management clear guidance on applicable environmental requirements and on necessary measures to meet those requirements. In particular, some Project activities went beyond the Project SOW and limitations set forth in the IEE and CE, but these activities were not evaluated for potential environmental impacts or applicable environmental regulatory and permitting requirements.   

Environmental review of KEK NSP work plans and annual reports showed that there are significant discrepancies between these documents. The project work plans were prepared in accordance with the SOW, while the annual reports included descriptions of activities and tasks which were added later on an ad hoc basis  at the request of KEK management or USAID/Kosovo, hence these activities were not included in the SOW or work plans. The activities include advice and technical assistance to KEK management on mining operations, procurement of equipment for mining and generation facilities, activities related to Kosovo A and B TPP operations and maintenance, hydropower generation and expansion of the electricity network (construction of new substations and transmission lines). The implementation of some of these activities required at least evaluation of potential environmental impacts and applicable environmental regulatory and permitting requirements by KEK and the Contractor. Moreover, for the activities related to mining operations and major overhaul of the Kosovo A and B units, KEK was responsible for obtaining an Integrated Environmental Permit from the Ministry of Environmental Protection and Spatial Planning (MESP). According to KEK, in June 2011 they (KEK) applied to MESP for the Integrated Environmental Permit for Kosovo A and B TPPs. However, in the absence of the necessary application form in MESP, the necessary documents were sent for review in September 2012. The process has been delayed and the permits are still not issued. We consider that this is mainly due to the MESP’s lengthy process of receiving and reviewing applications. The Ministry should change this practice because it has negative influence not only on the implementation of significant energy or other infrastructure development projects in Kosovo, but in general on the business climate and environment as well.

The Contractor’s 2009-2011 annual reports indicate positive developments in KEK in expanding coal production, increasing generation capacity, and significantly improving the financial situation of KEK. However, no positive environmental effects from the Project’s assistance were reported. With some exceptions, (environmental review of the Kosovo B feasibility study and the problems related to denunciation of the contract with Kosovo Coal), environmental issues were not considered important during project implementation. Moreover, environmental problems were addressed selectively and not on a regular basis. This is partly understandable because the project was not supposed to implement any environmental activities, relying mainly on the WB for environmental support. Moreover, for the same reason, the Contractor’s team did not include a full-time environmental expert/adviser. Later, when it became clear that the WB cleanup project was delayed and that WB would not address all environmental issues related to KEK operations, the Contractor mobilized a short-term environment expert. However, the efficiency and results of this action are still not visible. The project was primarily assisting KEK management in solving commercial and technical problems (including the improvement of safety during operations) without taking into account the environmental issues related to operation of the Kosovo A and B TPPs and lignite mines or KEK’s significant lack of environmental management capacity.

KEK’s environmental management capacity did not improve over the Project implementation period. According to the Contractor, the project implemented a wide range of training and other capacity building activities for KEK staff during 2007-2010. In 2010, the Contractor trained and coached 566 KEK employees in the technical and business aspects of the energy sector. The Contractor also trained 143 KEK employees in 10 classroom-style training courses on topics such as internal customer service and communication, leadership and critical thinking, security and management. The Contractor also coached 265 KEK employees on billing, managing customer accounts and collection. No trainings were implemented in environmental management and the staff of the environmental department was not involved in the other capacity building activities, hence environmental managerial capacity in KEK remains weak. Environmental education and training should be an important part of the project dealing with any energy company. Project planners and technical staff and engineers alike need to be trained adequately to recognize how project activities can affect the environment in order to foresee their adverse impacts. They should be able to examine ways in which sound environmental management and sustainable development can occur simultaneously.

No value was added by the project in the improvement of KEK compliance with the environmental legislation of Kosovo. During 2007-2012, all major overhauls and repairs for Kosovo A and B were implemented without environmental permits. The same is true of ongoing works related to the installation of new ESPs in Kosovo A. 

After procurement of the new mining equipment, lignite production significantly increased. However, without  timely  preparation of an EIA, and without the implementation of environmental mitigation measures as per the EIA (to reduce dust during mining and transport operations and prevent pollution of surface and ground water), the project results cannot be considered environmentally safe. In this regard, it is important to mention that only in June 2011 did KEK apply for Integrated Environmental Permits for Kosovo A and B TPPs. This can be considered good progress, however no permit has been issued yet. It is not clear that the KEK NSP contributed to this process. Obtaining of the Integrated Environmental Permit will be important not only from an environmental point of view but also from the point of view of attraction of potential investors to Kosovo B. 

While USAID/Contractor management support under the KEK NSP during 2007-2012 may not have produced specific negative environmental impacts by itself, KEK’s implementation of USAID advice could have led to adverse environmental impacts, or to lost opportunities for positive environmental impacts. This would have resulted if KEK did not conduct the proper environmental planning, management, mitigation and monitoring relating to operation and maintenance of the mines, TPPs and transmission network. To establish whether such negative impacts may have occurred would require detailed review of: (1) the relevant KEK EIAs, environmental permits and environmental monitoring reports and applicable KEPA environmental inspection, compliance, and enforcement records; and (2) more in-depth inspection of the subject KEK facilities and sites. However, these additional activities are beyond the scope of the present KEK environmental review task.

The organizational setup of the KEK Environment Department is obsolete and needs to be improved in conjunction with the ongoing changes in KEK. The same applies to the staffing of the Environment Department.

In general, the environmental legislation of Kosovo is in compliance with key EU Environmental Directives. However, the main problem in Kosovo is the low level of enforcement of the environmental legislation. This applies to the process of preparing ESIAs and obtaining environmental permits in general. The experience of the KEK NSP Project is a case in point.

Any USAID support provided for development of the Kosovo energy sector should be combined with USAID advice or assistance on the environmental management measures that should be taken when implementing energy sector support activities. After announcement of the privatization plan by the GOK in 2008, many international donors stopped technical assistance to KEK in the environmental field. And, it was difficult for KEK to deal with environmental problems alone. Continued assistance by the WB and USAID, e.g., the WB’s land reclamation project and USAID’s ambient air quality monitoring activities, made it possible to start to eliminate serious environmental problems inherited from the past. With assistance of the KEK NSP, KEK significantly improved its operation and financial situation. Starting in 2011, KEK commenced its investment in the improvement of the environmental situation. However, these investments will have maximum effect when installation of modern equipment and introduction of new technologies are adequately supported with skillful staff and necessary environmental management systems and procedures. At present, no Environmental Management System is available in KEK. There is a risk that the planned and ongoing environmental projects will not be able to achieve or sustain the desired results. Hence, environmental management capacity building and introduction of an Environmental Management System in KEK should be among the main priorities for the future. Section 10.3 provides more detailed listing of recommended correction actions to be taken by USAID and its Contractor while Table 4 presents recommended correction actions by type of action.
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BACKGROUND AND METHODOLOGY

The AEAI/EEA Team reviewed the subject KEK NSP environmental documents in light of (1) available USAID guidance regarding the development and implementation of EMMPs; and (2) a review of environmental performance under the KEK NSP project. The AEAI/EEA Team conducted the general review of the KEK NSP EDD/EMMP using a simple questionnaire derived from USAID’s ENCAP Factsheet, “Environmental Mitigation & Monitoring Plans (EMMPs). The questionnaire, which is organized into thematically grouped questions, is provided in an Annex to the full report. The specific review of KEK NSP environmental performance was based on the AEAI/EEA Team’s recent Environmental Review of KEK Network and Supply Project (Task 3, Task Order 11, Contract No. EPP-I-00-03-00004-00). The comments presented below are organized by section of the KEK NSP EDD/EMMP.  Annex G provides TetraTech comments to the draft of the full report. 

REVIEW COMMENTS

Section 1.  Introduction and Background

Table 1
Table 1 links Task Areas and Subtasks versus Objectives, but later in the report the term, “Activities”, is used in a formal way – how do Activities relate to Task Areas and Subtasks? 

IEE Conditions
While the IEE Conditions are set by USAID in IEE Amendment No. 4, they are somewhat general and only hint at what the EDD process should address; they do not lay out a detailed process and leave  some questions unanswered:

Definitions and Examples of Terms.  Some terms need more precise definition and examples to provide project-specific context. For example, does “health and safety” (H&S) include both worker and community H&S (per World Bank and other MDBs), or only worker H&S? And, importantly, does “environmental due diligence” include social due diligence? Other terms needing more context include environmental due diligence, ad hoc activities, project activities, implementer, GOK’s transaction advisor (which transaction?), IBRD’s EH&S standards (should either be EBRD or World Bank which includes EH&S standards applicable to IBRD, IDA et al. in the WB Group). 

ESIAs and Environmental Permits versus EMMPs.  While the USAID Part 216 context of this EDD report is the development of an EMMP for the KEK NSP project, TetraTech as the implementor of the USAID project should also be concerned whether KEK prepares ESIAs and environmental permit applications, not just EMMPs, required under Kosovo law, as the lack of such environmental documentation was one of the key findings of the AEAI/EEA Team’s review of the KEK NSP project.

Broad Scope of EDD versus USAID Liability.  It is a positive step that the IEE conditions require the KEK NSP project to address KEK-related activities of international community partners, as well as “ad hoc activities” of the NSP project itself; however, this gets AID into areas they have little control over while simultaneously expanding the Agency’s reputational risk. The EDD process proposed therefore needs to address in detail what procedures are needed to ensure cooperation by the partners (e.g., in following up on gaps identified by the implementer) and control of the ad hoc activities (e.g., identifying which ad hoc activities may have environmental implications).

Environmental Due Diligence

EDD Process Description. The EDD document should spell out a detailed EDD process using the IEE Conditions as its starting point, rather than relying solely on the IEE Conditions to describe the EDD process. Simply listing four discrete EDD forms and referring to the IEE Conditions does not constitute a comprehensive and implementable EDD process (see last paragraph under IEE Conditions section above).

Environmental Mitigation and Monitoring Plan.  See our comments below under Section 6, EMMP.

Review Form to Compare NSP Project Activities with IEE Scope.  It is the AEAI/EEA Team understanding that although the EDD document is still in draft form, TetraTech is supposed to be using it consistently to review ongoing NSP activities. However, the Team has seen only one example of the form’s use, which was for the Kosovo Coal subtask. There are certainly several other ongoing or recent NSP activities that the EDD process should have been applied to (see comments below on Section 4 of the EDD document).

Reporting Form for Environmental Issues and Gaps in KEK and International Community Partner Activities. It is not clear when this form is used – only for activities that TetraTech conducts in direct/formal partnership with KEK or international community partners, or for all KEK activities that could have environmental impacts? And, again, for the international community partners, it is unclear what process will be used to gain their cooperation for identifying and evaluating environmental issues and gaps.

New Environmental Performance Indicator.  The new performance indicator for environmental compliance is consistent with USAID internal guidance that at least one performance indicator for a program or project should address its environmental benefits. However, such an indicator is not about environmental compliance.  The current wording of the indicator implies a voluntary effort to identify or conceive environmentally sustainable projects from the outset, rather than “compliance” which implies a mandatory effort to comply with USAID, MDB and/or Kosovo requirements for conducting ESIAs, obtaining environmental permits, and meeting ES&H standards. Thus, a more relevant and important indicator for the KEK NSP project to report on would be the consistency with which the project applies the EDD process to NSP project activities, NSP ad hoc activities and KEK-related activities of international community partners that have potential negative environmental impacts needing to be mitigated.

Environmental Training and Capacity Building at KEK.  The last bullet of the IEE Conditions section addresses the need to incorporate environmental issues into project-related training courses. However, this is not very proactively phrased, since it appears that environmental training relies on some other training to occur (which may not be so likely given that the NSP project is nearing its end), and the concept is not carried through to the EDD section following the IEE Conditions section, so it is unclear that environmental training is as high a priority as the IEE Conditions indicate. Rather, stand-alone environmental training should be arranged as soon as possible. More significantly, training by itself will not provide the substantive long-term application of environmental management practices that KEK very clearly needs to ensure that mandatory environmental compliance and voluntary environmental sustainability are maintained and improved continuously long after the KEK NSP project is completed and USAID assistance ends (but reputational liability does not end). Rather, what is needed is for KEK to receive USAID technical assistance in developing and implementing an Environmental Management System, e.g. an ISO14001 EMS, which will have a much better chance of institutionalizing environmental sustainability policies and procedures throughout the KEK organization and over the long-term.

Section 4. Regulatory Framework

This section of the report analyzes Kosovo environmental legislation and the applicability of some environmental legislation to the Project as well as to KEK’s activities. This comparison is superficial and does not include a detailed analysis of the situation. For example, it does not identify any particular actions of KEK which are applicable to Kosovo environmental legislation and followed by KEK.

Nothing is mentioned in the EDD document about why KEK is installing the electrostatic precipitators (ESPs) at TPP “A” without the appropriate environmental permit. (In 2011 TetraTech was directly involved in drafting a contract for the procurement of ESPs at TPP “A” and approval of KEK’s budget for the implementation of this work.)

In order to contribute to the implementation of EDD in practice, the AEAI/EEA Team analyzed KEK’s 2012 plan of activities as described in the TetraTech’s 2011 Annual Report. These activities are: 

· Purchase of new ESPs for two units and hydraulic ash transfer for TPP “A” (€25 million)
· Major capital overhauls of TPP Units A3 and B1 (approximately €35 million)
· Construction of Pristina VII substation (€5 million)
· Rehabilitation of Stacker Reclaimer for the TPP “B” coal yard (€10 million) and works on the SSW mine contracts

The implementation of these activities may result in potential environmental impacts. Hence, TetraTech should carefully review all of these activities and advise KEK on applicable mitigation measures. 

Section 5.  Roles and Responsibilities for EDD

Chief of Party (COP).  While it is important for NSP top management to be ultimately responsible for EDD process implementation and effectiveness, it is also true that it is important to have a full-time, on-site environmental professional with the appropriate technical background and objectivity (i.e., not an energy sector specialist whose main responsibility is to develop and implement energy projects) to carry out the bulk of these activities. The environmental professionals proposed from TetraTech’s home office in Washington, DC certainly possess those attributes, but are too far away to keep track of such a dynamic, fast-paced, multi-party and localized situation – involving not only regular NSP project activities, but also NSP ad hoc activities, KEK’s own activities, KEK-related activities of the international community partners, and KEK-related activities of the parties responsible for environmental permitting, monitoring and enforcement of KEK facilities and operations, such as MESP, KEPA and INKOS. The COP and such an onsite Environmental Coordinator should be named on the inside cover and/or introduction of the EDD document as being responsible for overseeing the EDD process. The introduction should further indicate that these managers have the authority to suspend or terminate activities that do not comply with the EDD-EMMP.

Environmental Impact Advisor, Environmental Compliance Advisor and Environmental Compliance Analyst.  The EDD document says that these positions are responsible for, if applicable, implementing an environmental training plan for Project staff. Again, this phrasing makes the training sound optional or contingent on something not even specified whereas key findings of the AEAI/EEA Team’s environmental review of the KEK NSP project included not only environmental training but also development and implementation of an Environmental Management System as the best means of assuring the institutionalization of environmental sustainability policies and procedures throughout the KEK organization and over the long-term.

Section 6.  Environmental Mitigation and Monitoring Plan (EMMP)

USAID EMMP guidance points defines a common EMMP weakness as any language that is vague or contingent, especially the use of the term “as needed” when describing the frequency or timing of mitigation or monitoring measures.

Table 3:  KEK NSP EMMP
The first two rows, which deal with activities of international community partners and KEK itself, should be more specific as to the process to be used for identifying, evaluating, mitigating and monitoring impacts, and especially for how cooperation (international partners) and capacity (KEK) will be established sufficient to carry out the necessary actions. Some examples could be also provided in the table for how this process was carried out in 2012 since the EDD document was first developed and used.

The third row, which deals with incorporating environmental topics into training courses and workshops, “as necessary”, per earlier comments, should be amended to stipulate mandatory, stand-alone environmental training and development and implementation of an Environmental Management System.

The fourth row, dealing with the post-privatization phase of KEDS, is laudatory in that USAID EMMP guidance emphasizes that EMMPs are most effective when they are applied for the full life of the project. However, since TetraTech’s NSP support contract terminates in June 2012, it is not clear how the EMMP will be implemented beyond contract termination, whether privatization occurs in the couple of months before contract termination or some time afterward. This again underscores the value of putting a KEK EMS in place before contract termination that can greatly bolster KEK’s capacity to implement the EMMP on its own after USAID support ends

The fifth row, addressing the identification of Work Plan activities outside the scope of the IEE, the stated mitigation measure is really more of an impact analysis measure and the monitoring measure is more of a reporting measure. Even though mitigation measures cannot be specified in advance of knowing what the specific impacts are, the procedure for addressing those impacts once identified should be elaborated. In particular, rather than focusing only on impacts and reporting, something more about follow-up options that TetraTech and/or USAID could take should be provided in the table, e.g. that TetraTech/USAID will then decide whether the existing or new activity should proceed as is, be amended or be cancelled and whether the IEE should also be amended to address the new impact.

The eighth row, addressing compliance with Kosovo environmental regulations, should more explicitly identify the need for KEK to prepare ESIAs and environmental permit applications where required. Again, one of the key findings of the AEAI/EEA Team’s environmental review of the KEK NSP project is that some key environmental documentation was not submitted or that waivers were sought to avoid having to submit such documentation.

Appendix D. Performance Indicator Reference Sheet

As indicated in an earlier comment, the new performance indicator for environmental compliance is consistent with USAID internal guidance that at least one performance indicator for a program or project should address its environmental benefits. However, such an indicator is not about environmental compliance. The current wording of the indicator implies a voluntary effort to identify or conceive environmentally sustainable projects from the outset, rather than “compliance” which implies a mandatory effort to comply with USAID, MDB and/or Kosovo requirements for conducting ESIAs, obtaining environmental permits, and meeting ES&H standards. Thus, a more relevant and important indicator for the KEK NSP project to report on would be the consistency with which the project applies the EDD process to NSP project activities, NSP ad hoc activities and KEK-related activities of international community partners that have potential negative environmental impacts needing to be mitigated.


ANNEX – QUESTIONNAIRE FOR REVIEW OF KEK NSP EDD-EMMP
Source:  USAID ENCAP Factsheet, “Environmental Mitigation & Monitoring Plans (EMMPs)” (http://www.encapafrica.org/meo_resources/EMMP/ENCAP_EMMP_Factsheet_22Jul2011.pdf).

Did TetraTech get KEK, COR and MEO input in developing the EDD/EMMP? 
Does the EMMP involve those other parties in capacity building, implementation, monitoring and reporting?
Does the EMMP state its requirement by an IEE/amendment and/or COR technical direction?
Does the EMMP state that USAID/TetraTech are committed to compel compliance with the EMMP or else end the activity?
Does the EMMP identify the overall overseer up front?
Is the EMMP linked as an annex to the IEE, which requires BEO review and approval? 
Is the EMMP linked to the Project Work Plan (PWP), Budget and/or Performance Management Plan (PMP), requiring review and approval by the COR and possibly the MEO and REA?
Is the EMMP linked to a completed Environmental Review Form (ERF)? 
Does the EMMP apply to the life of the program and lives of the projects under the program? 
How does the EMMP apply to the overall KEK NSP (program) vs individual NSP tasks (projects)?
Does the EMMP present measures by project phase – siting, design, construction/installation, commissioning, operation and maintenance, decommissioning, post-decommissioning?
Did development of the EMMP start with sustainability analysis at the project concept stage?
Is the EMMP designed for continued implementation by KEK after USAID/Tt assistance ends?
Does the EMMP include mitigation, monitoring and reporting measures?
Does the EMMP identify responsible parties and schedule for implementation of each measure?
Does the EMMP include a log for recording monitoring results?
Are the measures presented in the EMMP linked to requirements of the IEE or COR direction? 
Are the EMMP measures specific, implementable, measurable and verifiable?
Does the EMMP require quarterly or semi-annual reporting by KEK as the IP, not just Tt?
Are the EMMP requirements for reporting content and format specific and sufficient?
Does the EMMP avoid common pitfalls:  (1) not clear, not actionable, not verifiable; (2) includes extra measures beyond those clearly relating to requirements of the IEE or COR technical direction; or (3) too much reliance on the phrases, “as feasible” or “as appropriate”?
Does the EMMP meet key criteria for ability to be implemented:  (1) establishes accountability; (2) integrates with PWP; (3) integrates with Budget; and (4) based on management commitment and staff awareness?




[bookmark: _Toc367924870]ANNEX E:
[bookmark: _Toc367924871]PROPOSAL TO PROVIDE TRAINING ON ENVIRONMENAL MANAGEMENT SYSTEMS TO KEK AND SIMILAR PRIVATE SECTOR NATURAL RESOURCES MANAGEMENT ORGANIZATIONS IN KOSOVO, SUBMITTED NOVEMBER 2012

Background:

Kosovo is a relatively new nation whose natural resources, energy and environmental protection sectors are struggling to make the transition from conflict and post-conflict recovery eras to operating as a nation applying for EU status and complying with international environmental conventions and norms.  KEK has been focusing during this transition on rehabilitating, expanding and extending the life of its lignite mining and power generation complex so that the supply of electricity to residents and businesses could be maintained. During this period, Kosovo’s environmental regulatory program has been evolving with program implementation, compliance monitoring and enforcement lagging behind. However, KEK’s environmental management is now coming under the spotlight as it sources internationally to finance and implement its power plant rehabilitation, expansion and operation needs against a backdrop of fueling its plants with dirty lignite coal and being one of the largest GHG emitters in Europe. What is needed now is a much more robust, proactive and voluntary environmental management system that continually strives to improve environmental performance through pollution prevention to replace the current reactive system that focuses on meeting regulatory requirements for end-of-pipe pollution control.

Objective:

To raise awareness, AEAI is recommending providing training and supporting initial setup of an ISO 14001 Environmental Management System (EMS) in KEK that is: 
· Comprehensive: all members of the organization participate in environmental protection, the EMS considers all stakeholders, and there are processes to identify all environmental impacts
· Proactive and voluntary: it focuses on forward thinking and action instead of reacting to command and control policies
· A systems approach: it stresses improving environmental protection by using a single environmental management system across all functions of the organization

And that emphasizes:
· Compliance with legislation and any other requirements, programs, or plans that the organization subscribes to – for example, industry codes, lender’s requirements, and regulatory guides
· Prevention of pollution by avoiding, reducing, and controlling pollutants
· Continual improvement of the EMS to enhance the overall environmental performance of the organization in line with its environmental policy

Training Audience and Schedule:
Phase 1 (mid Jan 2013)
· KEK upper management, including managers of all line departments

Phase 2 (mid to late Feb 2013)
· All KEK Environmental Department staff
· Selected KEK staff with environmental responsibilites in the Mining and Power Departments
· Key managers at INKOS who are responsible for mitigation and monitoring activities at KEK
· Potentially, environmental management staff from one or more other Kosovo natural resources and energy companies, e.g. FerroNikiel (who have an EMS and could also serve in a training capacity) and Sharrcem Cement Plant
· Kosovo Landfill Management Company

Phase 3 (optional depending on interest; mid Mar 2013)
· Kosovo Ministry of Environment and Spatial Planning
· Kosovo Environmental Protection Agency 
· Kosovo Hydro-Meteorological Institute
· Other Kosovo national government ministries
· Other Kosovo industries

Suggested Trainers:
· Tim Van Epp, AICP  -- Specialist in EMS energy & waste sectors, US & Eurasia region
· Tornike Gotsiridze – Specialist in EMS for energy sector, Georgia & Caucasus
· Ardiana Zhuri – Specialist in EMS for Kosovo and Albania
· Jan-David Mueller-Vollmer – Specialist in EMS for mining & water sectors, US & globally
· Stan Peabody, Ph.D. – Specialist in social components of EMS/CSR & ESMF, US & globally 
· Igor Lukashov – Specialist, EMS for NRM & energy sectors – Kazakhstan & Central Asia
· Ninel Lazar – Specialist in EMS for oil and gas & other industry – Romania & Balkans

Training Outline
Phase 1 (Mission 1) – EMS Executive Awareness Briefing (half day)
Standard EMS “Executive Awareness Briefing” to provide general overview of ISO14001 process and content, and its advantages, to pave the way for ongoing top-level support needed to integrate the EMS into the overall KEK management system.

Phase 2 (Mission 2) – EMS Development and Implementation Training 
Days 1 & 2 – EMS Development Training (classroom)

Morning
· Examples from Kazakhstan and Central Asia
· Overview of ISO14001
· General requirements
· Environmental Policy
· Environmental Aspects
· Legal and Other Requirements
· Objectives, Targets and Programs
· Structure and Responsibility
· Competence, Training and Awareness
· Examples from Kosovo and Albania

Afternoon
· Examples from Georgia and Caucasus
· Communications
· Documentation
· Control of Documents
· Operational Control
· Emergency Preparedness and Response
· Monitoring and Measurement 
· Evaluation of Compliance
· Non-conformances, Corrective and Preventive Action
· Control of Records
· Internal Audit 
· Management Review
· Examples from Romania


Days 2 & 3 – EMS Implementation Training (full days, on-the-job & in-the-field)
Including tours of:
· Surface lignite mines
· Thermal power plants
· Overburden, ash and solid waste dumps
· Contamination remediation sites
· Villages, roads and streams

Phase 3 (Mission 3)
Day 1 – Executive Awareness Briefing (half day)

[Days 2-5 -- Prepare a PEA for USAID’s overall support to the Kosovo energy sector (and/or extractive industries sector), justified because the sector situation is very unique in Kosovo and cannot be addressed by IEEs and other standard AID environmental procedures; and (2) incorporating an environmental component in AID’s 2013-2017 Kosovo Strategic Plan.]

ANNEX
INTRODUCTION TO ENVIRONMENTAL MANAGEMENT SYSTEMS 

Introduction - Overview of EMS
Environmental Management System (EMS) is a structured framework of the overall practices, procedures, processes and resources for developing, implementing, achieving, reviewing and maintaining the environmental policy of an organization to reduce its negative environmental impacts and improve operation efficiency and performance in a credible and verifiable way ( by monitoring, reviewing and revisions of the environmental procedures). An EMS includes defining specific environmental indicators that can be tracked and regularly assessed to determine whether operations change to become more environmentally friendly.
An EMS follows procedures drawn from established business management practices and principles of quality management systems. The concept is straightforward. If their management commits to, and supports, EMS, then large companies, small and medium-sized enterprises (SMEs), and privately owned companies (POE’s) of various types and sizes can easily apply the principles of EMS. That includes publicly traded companies, public-private organizations (such as utilities, roads, and energy production and distribution), and government structures and institutions at national and local levels (such as municipalities).

The adoption of EMS as a framework for integrating corporate environmental protection policies, programs, and practices is growing among both domestic and multinational companies around the world. Many companies that adopt an EMS follow industry standards, such as ‘Responsible Care’ in the chemicals sector, or international guidelines such as ISO 14001 or the European Eco-Management and Audit Scheme (EMAS).

EMS Standards and EMS Certification

EMS is both an internal management tool and a tool to manage and communicate an enterprise’s environmental performance to internal and outside parties, including its workers, regulators, local communities, commercial partners and investors, bankers and insurers, and the general public. Effective communication requires some level of standardization and common understanding. 

Actually the setting up of an EMS is entirely on a voluntary base and can be completely informal, designed and monitored by the organization itself. The growth of EMS as a process for integrating corporate environmental policies and programs has been quite rapid over the past decade.

However, it is often recognized that an organization will gain more benefit from an EMS if it selects for one of the nationally or internationally accredited schemes. Apart from anything else, an externally certified EMS can be a useful marketing tool; verifying an organization’s green certificate and protecting it from accusations of ‘greenwash’.

The best known international standards for EMS are the ISO 14001 series and the EMAS. The concept of external certification expanded with the introduction of the British Standard 7750 in the early 1990s, followed by the development of EMAS in 1993, and the promulgation of the ISO 14000 series in 1996. By the middle of 2001, more than 30300 organizations worldwide had their EMS certified under ISO 14001 guidelines established by the International Organization for Standardization in Switzerland. 

In Europe, nearly 4000 companies have registered under EMAS guidelines. Other companies are adopting major components of industry or international standards for environmental management without formally certifying them. 

There is also BS 8555 – not a certifiable standard as such, but designed to provide guidance for implementing an EMS on a phase-by-phase basis. In addition, there are schemes like the Carbon Trust Standard and the new BS EN 16001 which recognizes environmental performance in particular areas and can represent an organization’s first step on the pathway to environmental responsibility and eventually.

Environmental Management Systems and ISO 14001

Although corporations in most industrialized countries have adopted environmental protection practices required by government agencies since the early 1970s, these regulations largely focus on control of water and air emissions and waste disposal. Government regulations usually require companies to reduce or eliminate their toxic air and water pollution by using technologies that control or clean emissions at the ‘end of the pipe’[footnoteRef:4].  [4:  Rondinelli, 2001] 


During the 1970s and 1980s many corporations in the development countries, attempting to get ahead of complex, costly, and rapidly changing environmental regulations, began to adopt voluntary pollution prevention practices that sought to reduce or eliminate from manufacturing processes the sources of pollutants, rather than controlling them after emission.

As more companies began to use pollution prevention techniques and to recognize the relationships among them, some firms started to integrate their environmental management practices into more comprehensive systems. Industry associations and government and international organizations saw the advantages of setting standards that corporations can use as guidelines. The most frequently used guideline for EMS design and certification is the international standard above mentioned, ISO 14001. 

ISO 14001 provides guidelines by which corporations or other organizations design and implement an EMS that identifies the organization’s environmental policy, the environmental aspects of its operations, legal and other requirements, a set of clearly defined objectives and targets for environmental improvement, and a set of environmental management programs (Jackson, 1997).

Since the 14001 EMS includes everyone in the organization and all aspects of the organization that affect the environment, it can improve an organization's environmental performance in many ways. This improved performance comes at a cost to the organization, a cost which can be recovered by aggressively seeking benefits.

ISO 14001 is the only standard intended for registration by third parties. All the others are for guidance. ISO 14001 is a management standard, it is not a performance or product standard. The underlying purpose of ISO 14001 is that companies will improve their environmental performance by implementing ISO 14001, but there are no standards for performance or the level of improvement. It is a process for managing company activities that impact the environment. 

Some unique and important characteristics of ISO 14001 are:
· It is comprehensive: all members of the organization participate in environmental protection, the EMS considers all stakeholders, and there are processes to identify all environmental impacts.
· It is proactive: it focuses on forward thinking and action instead of reacting to command and control policies.
· It is a systems approach: it stresses improving environmental protection by using a single environmental management system across all functions of the organization. 

The emphasis of ISO 14001 is known as threefold:
· compliance with legislation and any other requirements, programs, or plans that the organization subscribes to – for example, industry codes, lender’s requirements, and regulatory guides;
· prevention of pollution by avoiding, reducing, and controlling pollutants; and
· Continual improvement of the EMS to enhance the overall environmental performance of the organization in line with its environmental policy.

By several companies that have used the international standards, it is believed that ISO 14001 certification would demonstrate publicly the company’s commitment to protecting the environment and gaining competitive advantage with both domestic and/or international customers. It is expected that the programs developed in the EMS could help conserve materials and energy and perhaps facilitate obtaining permits from local and state government agencies, improve industry, government relations and, possibly, obtain regulatory relief. At the energy sector, plant managers expected the EMS to help reduce costs, eliminate incidents that resulted in liabilities, contribute to developing and sharing new environmental solutions, improve maintenance, ensure conformance to policy, and better meet vendor requirements.

Description and Application of Environmental Management Systems

An EMS can take a variety of forms and complexities. It can be stand-alone system, or fully integrated with all business processes; it can be formal or informal. It can be externally certified or self-declared sufficient in its scope, content, and operation. 

The design and implementation of an EMS should, however, be singular in its intent. It should provide an organization with a structure that permits the establishment to understand the social and environmental impacts and risks associated with the organization’s activities. Furthermore, an EMS should provide a means to ensure that the organization subsequently manages these impacts and risks according to what is important to the organization.
[image: ]
Figure 1. The Basic Blocks of an EMS, as Defined in ISO 14001:2004

An EMS must include a cycle of planning, implementation, monitoring, and management review stages with regard to environmental risks and impacts. 

The planning stage involves the identification of what is important. This may include the environmental, social, health, and safety risks and impacts. In the planning stage, the organization must decide how to best mitigate these risks and impacts given the resources available.

The implementation stage encompasses the period of institutional learning as the organization introduces these policies. Almost in parallel with the implementation stage, the monitoring and review stages require that the organization check its own performance and act when that performance is not appropriate or needs enhancing, to ensure progress stays on track.

Adoption of an EMS can assist organization in developing and transition countries to obtain financing, to be competitive in the market, and to access new clients, including large corporations. 

The EMS should contain the following elements: 

· An environmental policy supported by top management.
· Identification of environmental aspects and significant impacts.
· Identification of legal and other requirements.
· Environmental goals, objectives, and targets that support the policy.
· An environmental management program.
· Definition of roles, responsibilities, and authorities.
· Training and awareness procedures.
· Process for communication of the EMS to all interested parties.
· Document and operational control procedures.
· Procedures for emergency response.
· Procedures for monitoring and measuring operations that can have a significant impact on the environment.
· Procedures to correct nonconformance.
· Record management procedures.
· A program for auditing and corrective action.
· Procedures for management review.

It is known that the IFC, the World Bank Group, and other international financial institutions, such as regional development banks, have specific environmental mandates for financing business activities that are environmentally sound and sustainable.



[bookmark: _Toc367924872]ANNEX F:

[bookmark: _Toc367924873]PROJECT PROPERTY  DISPOSITION TABLE 

	Property Description 
 
	Quantity 
	Acquisition Date 
	Purchase price (USD or EUR) 
	Current Est. Value (USD) 

	Item 
	
	Date 
	Value 
	Value 

	TAS PM-10 Samplers
	3
	7/5/2011
	8,925 US
	8,925 US

	TAS PM-2.5 Sampler
	1
	7/5/2011
	3,245 US
	3,245 US

	Rebuild Pump Kits
	3
	7/5/2011
	54 US
	54 US

	Maintenance Kit
	1
	7/5/2011
	90 US
	90 US

	MiniFlow TAS Field Calibration Kit
	1
	7/5/2011
	680 US
	680 US

	TAS PM-10 Samplers
	5
	5/24/2012
	15,750 US
	15,750 US

	Rebuild Pump Kits
	5
	5/24/2012
	90 US
	90 US

	Maintenance Kit
	1
	5/24/2012
	680 US
	680 US

	TAS Tripod Assembly
	5
	5/24/2012
	840 US
	840 US

	Ogawa Passive Samplers
	9
	7/8/2011
	648 US
	648 US

	Ogawa Sampler Shelters
	4
	7/8/2011
	87.84 US
	87.84 US

	Ogawa Diffusion Caps
	2
	7/8/2011
	33.12 US
	33.12 US

	Ogawa Passive Samplers
	6
	5/3/2012
	432 US
	432 US

	Ogawa Sampler Shelters
	6
	5/3/2012
	432 US
	432 US

	Climatronics Weather Monitoring AIOs
	6
	5/10/2012
	22,842 US
	22,842 US

	Climatronics Carrying Bag and Accessories
	6
	5/10/2012
	3,510 US
	3,510 US

	Climatronics tiedown kits
	6
	5/10/2012
	2,106 US
	2,106 US

	Climatronics Tripods
	6
	5/10/2012
	1,134 US
	1,134 US

	Climatronics Brackets
	6
	7/24/2012
	480 US
	480 US

	Dell Laptap for AIOs
	1
	8/8/2012
	448.99US
	448.99 US

	Laptop Case
	1
	8/8/2012
	38.99 US
	38.99 US

	Grounding Materials AIOs
	3
	8/9/2012
	12.54 US
	12.54 US

	Compass/Weather Reader
	1
	7/20/2011
	191.25 US
	191.25 US

	Small Security Cables for PM Samplers
	3
	7/20/2011
	21.59 US
	21.59 US

	Large Security Cables for PM Samplers
	3
	7/20/2011
	77.84 US
	77.84 US

	Fine Point Tweezers for PM Sampling
	1
	7/20/2011
	10.61 US
	10.61 US

	Slant Tip Tweezers for PM Sampling
	1
	7/20/2011
	3.18 US
	3.18 US

	AIO Laptop Adaptors
	1
	7/11/2012
	68.58 US
	68.58 US

	AIO Adaptor Plugs
	1
	7/12/2012
	16.90 US
	16.90 US

	AIO Data Logger Wires
	1
	7/12/2012
	29.27 US
	29.27 US

	AIO Power Cord
	1
	7/12/2012
	106.30 US
	106.30 US

	Copper poles for AIOs
	3
	7/12/2012
	29.27 US
	29.27 US

	Mallet for copper poles
	1
	7/12/2012
	9.19 US
	9.19 US


[bookmark: _Toc367924874]ANNEX G: 
[bookmark: _Toc367924875]SUMMARY OF ASSESSMENT OBSERVATIONS ON AIR QUALITY RELATIVE TO EMISSIONS FROM KOSOVO TPP A AND B

[bookmark: _Toc367883690]ANNEX I:
[bookmark: _Toc367883691]Summary of Initial Ambient Air Quality Assessment

[bookmark: _Toc367883692]1.0	Introduction
Since 2010 USAID/Kosovo has commissioned a series of activities to better understand and characterize the environmental issues that may need to be addressed as part of the rehabilitation and potential life extension of Kosovo Thermal Power Plant (TPP) B. As part of this effort, USAID/Kosovo commissioned a study to assess the potential impacts on ambient air quality associated with emissions from Kosovo TPP A and TPP B. This study is referred to as the initial assessment of potential impacts on ambient air quality.
[bookmark: _Toc367883693]2.0	Purpose and Scope of the Initial Ambient Air Quality Assessment
The objectives of the initial ambient air quality assessment were to:
· Obtain representative data concerning the concentrations in the ambient air of particulate matter less than 10 micrometers (µm) or microns in size and particulate matter less than 2.5 µm in size (PM10 and PM2.5), sulfur dioxide (SO2), and nitrogen dioxide (NO2) associated with Kosovo TPP A and TPP B’s operating units[footnoteRef:5]; and [5:  Kosovo TPP A has three operating units. Unit A3 was commissioned in 1970, A4 in 1971, and A5 in 1975. Unit A1 and A2 are not operational. Kosovo TPP B has two operating units. Unit B1 started operations in 1983 and Unit B2 in 1984. Efforts have been made over the past several years to increase the operational efficiencies of Kosovo TPP A and TPP B operating units and to reduce air emissions. For example, electrostatic precipitators (ESPs) were upgraded on Kosovo TPP Units A3 and A5 during the latter part of 2012 and during the first quarter of 2013.
] 

· Evaluate the data to identify potential impacts relative to European Union (EU) ambient air quality standards. 
These pollutants are considered the primary combustion by-products associated with burning coal. The initial assessment was based on a combination of:
· Indicative or representative sampling data gathered through the deployment of mobile monitoring equipment, and 
· Dispersion modeling to estimate concentrations of pollutants. Dispersion models are computerized tools designed to simulate the effects of pollutant dispersion as a plume is emitted from a stationary source and dissipates in the ambient air as a function of: stack temperatures and velocities (plume buoyancy); wind direction and speed; and movement around buildings, mountains, and valleys, etc. 
This two-tiered assessment approach reflects general practices implemented by regulatory agencies, such as the United States Environmental Protection Agency (USEPA) and the EU, to better understand impacts on ambient air quality associated with industrial operations.
[bookmark: _Toc367883694]3.0	Ambient Air Quality Sampling 
[bookmark: _Toc367883695]3.1	Sampling Equipment
The Airmetrics MiniVol™ Tactical Air Sampler (TAS) was used to collect samples of ambient air to measure concentrations of PM10 and PM2.5. The Ogawa Passive Sampler was selected to gather samples of ambient air to measure concentrations of SO2 and NO2. Towards the end of the assessment program, samples were collected using the Ogawa equipment to measure concentrations of ammonia (NH3) in the ambient air. The NH3 sampling was undertaken to gather very preliminary data to inform the analysis of fine particle (PM2.5) formation and SO2 concentration levels. 
The Airmetrics and Ogawa equipment use collection pads or filters to sample ambient air. After being exposed for specified periods of time, the filters are collected and sent to a laboratory for analysis to determine pollutant concentrations. Concentrations of PM10 and PM2.5 are based on the differences in the filter weights before and after exposure to the ambient air. SO2, NO2, and NH3 concentrations are determined on the basis of a chemical analysis of the filters.
Several academic studies have been undertaken to evaluate these mobile sampling devices relative to fixed monitoring equipment. The conclusions presented in published documents indicate general comparability in the measurement results between fixed and mobile equipment. The main difference noted in the published papers is that samples gathered with mobile equipment may slightly underestimate the concentrations of pollutants in the ambient air.[footnoteRef:6] [6:  Supporting articles include: 
Sather, Mark E.; Slonecker, E. Terrance; Mathew, Johnson; Daughtrey, Hunter; Williams, Dennis D.: Evaluation of Ogawa Passive Sampling Devices as an Alternative Measurement Method for the Nitrogen Dioxide Annual Standard in El Paso, Texas. Environ Monit Assess (2007) 124:211–221, DOI 10.1007/s10661-006-9219-4. 
Baldauf, Richard W.; Lane, Dennis D.; Marotz, Glen A.; Wiener, Russel W.: Performance Evaluation of the Portable MiniVOL Particulate Matter Sampler. Atmospheric Environment 35 (2001) 6087–6091.   
Chen, Fu-Lin; Vanderpool, Robert; Williams, Ronald; Dimmick, Fred; Grover, Brett D.; Long, Russel; Murdoch Robert: Field Evaluation of Portable and Central Site PM Samplers Emphasizing Additive and Differential Mass Concentration Estimates. Atmospheric Environment 45 (2011) 4522-4527. 
Kinghama, Simon; Duranda, Michael; Aberkaneb, Teresa; Harrison, Justin; Wilson, J. Gaines; Epto, Michael Winter: Comparison of TEOM, MiniVol and DustTrak PM10 Monitors in a Wood Smoke Environment. Atmospheric Environment 40 (2006) 338–347. 
Hill, Jason S.; Patel, Prateek D.; Turner Jay R.: Performance Characterization of MiniVol PM2.5 Sampler. Washington University; Air Quality Report No. WUAQL-0399-01.
Mason, J Brooks; Fujita, Eric M.; Campbell, David E.; Zielinska, Barbara: Evaluation of Passive Samplers for Assessment of Community Exposure to Toxic Air Contaminants and Related Pollutants. Environ. Sci. Technol. 2011, 45, 2243–2249.] 

[bookmark: _Toc367883696]3.2	Ambient Air Quality Sampling Activities
The first phase of the sampling ambient air quality was undertaken from July through December 2011. During this period of time, equipment was purchased to gather ambient air samples, demonstration workshops were undertaken to train GoK professionals in the use and maintenance of sampling equipment, and the Kosovo Hydro-Meteorological Institute (HMI), under the direction of The Cadmus Group, gathered ambient air samples for analysis from three sites located in close proximity to the power plants. From January through July 2012, HMI continued to gather samples of ambient air from the three sampling locations. The second phase of the USAID/Kosovo ambient air quality sampling activities commenced in July 2012 and ended in February 2013. 
Ambient air samples were gathered over a period of 24 hours, 7 days, and 14 days. Each 24-hour, 7-day, and 14-day time period is referred to as a sampling event. Over 820 samples of ambient air were analyzed from July 2011 through February 2013 including: 354 samples for PM10; 18 for PM2.5; 329 for NO2; 92 for SO2; and 28 for NH3[footnoteRef:7] [7:  Additional samples were taken and analyzed during the assessment but were not included in the numbers below because the blank filters associated with the sampling events were much higher than the concentrations on the exposed filters.] 

These sample numbers were gathered through the completion of 84 sampling events. During each of these events the filters were exposed to the ambient air for at least 18 hours in accordance with the Quality Assurance (QA) data quality provisions, properly labeled so as to be traceable to the sampling locations, and included many collected by HMI during January through July 2012.[footnoteRef:8] [8:  Approximately 300 samples were gathered by HMI from July 2011 through July 2012. Some of these samples were not analyzed because the equipment did not sample the ambient air for at least 18 hours.] 

The exposed filters from the Ogawa and Airmetrics sampling devices were sent to RTI International for analysis to determine the concentration of pollutants in the ambient air. RTI International was selected to perform the SO2, NO2, NH3, and PM10 and PM2.5 analyses because it is recognized worldwide for its environmental chemistry and analytical services, and is the US support laboratory for analyzing Ogawa passive sampler equipment filters.
[bookmark: _Toc367883697]3.3	Ambient Air Quality Sampling Locations
During the first phase of the assessment, ambient air quality samples were gathered at KEK Metal Works (KEK MW), the Obiliq Health Center, and a residential location in Dardhishte. KEK MW represents a site located downwind from Kosovo TPP B; Dardhishte and the Obiliq Health Center represent areas where sensitive populations, including children and elders, live in close proximity to the power plants.
Additional sites were added to the sampling program during the second phase of the assessment. These sites included: KEK A, which lies within the operational boundaries of Kosovo TPP A; the US Ambassador’s Residence and a residential area in Shkabaj,[footnoteRef:9] both of which are located east of the power plants; and Germia Park, located east of the power plants and used for recreational purposes. On an intermittent basis throughout the duration of the initial assessment, ambient air quality samples were also gathered at the HMI facility located in Prishtina, Kosovo. [9:  The US Ambassador’s Residence was deemed a better sampling location relative to Shkabaj; the sampling equipment could be located in such a manner to minimize dispersion issues related to structural interferences. Samples were obtained from the Shkabaj site through October 2012.] 

The primary sampling sites represent receptors that are within areas predicted to have the highest ambient air quality concentrations associated with emissions from the power plants. The modeling scenario used to identify these areas was based on 5 years of meteorological data obtained from the Prishtina Airport and the 2011 operating schedule (megawatts [MW] generated) for all five of the operating Kosovo TPP units (A3, A4, A5, B1, and B2).
Figure 1: Ambient Air Quality Sampling Locations
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[bookmark: _Toc367883698]4.0	Dispersion Modeling Activities
To augment the ambient air quality data gathered at the sampling sites, the following dispersion modeling activities were undertaken:
· AERMOD was run to estimate hourly, daily, and annual pollutant concentration levels in the ambient air associated with power plant emissions during 2011 using meteorological data from 2011 and 2005-2009 for all primary pollutants included in the scope of the initial assessment. AERMOD is a dispersion model for predicting concentration levels at distances less than 50 kilometers (km) from source and when plumes disperse in more of a steady-state “Gaussian” format.
· SCIPUFF/SCICHEM - 2012 Beta was run to generate estimates of daily concentrations of pollutants during 2011 sampling events. SCIPUFF/SCICHEM is a modeling program that treats dispersions as “puffs,” allowing for non-steady state treatment of concentrations of pollutants during calm wind hours and days, typical in and around Kosovo TPP A and TPP B. The Electric Power Research Institute (EPRI) funded the development of the model. SCIPUFF/SCICHEM is capable of generating three-dimensional terrain-following winds. The model was not used to simulate plume chemistry due to lack of background concentration data. The final public version of SCIPUFF/SCICHEM was released on June 28, 2013 (after the completion of the modeling analysis). The model and is available to the public for use at the following download location: http://sourceforge.net/projects/epri-dispersion/.
· AERMOD was used to estimate PM10 and PM2.5 concentrations associated with power plant emissions during 2011 using meteorological data from 2011 and 2005-2009 as a function of the ESP efficiency scenarios that are identified in Table 2. SCIPUFFF/SCICHEM modeling was undertaken on a limited basis to assess calm weather conditions.
Table 2: ESP Efficiencies Used in Dispersion Modeling[footnoteRef:10] [10:  Estimates were based on: Environment Impact Assessment and Action Plan for Kosovo A and B Power Plants and Coal Mines, prepared by Carl Bro Intelligent Solutions on behalf of the European Agency for Reconstruction (EAR), June 2003 (Scenario 1); USEPA AP-42 (Scenario 2); and information provided by KEK (Scenarios 3 and 4). Scenario 3 represents the design specifications for the ESP prior to the upgrades in 2012 and 2013. Scenario 4 was calculated based on dust emissions included in the 2011 KEK Environmental Report.] 

	Unit
	Scenario 1
	Scenario 2
	Scenario 3
	Scenario 4

	
	ESP % Control
	ESP % Control
	ESP % Control
	ESP % Control

	A3
	80
	95
	98.734
	98.415

	A4
	90
	95
	98.734
	98.527

	A5
	85
	95
	98.734
	98.014

	B[footnoteRef:11] [11:  Units B1 and B2 share a common stack.] 

	99
	95
	99.419
	98.982



[bookmark: _Toc367883699]5.0	Ambient Air Quality Impact Assessment and Evaluation Criteria
The ambient pollutant concentration data obtained through sampling and dispersion modeling were compared to EU Limit Values[footnoteRef:12] to assess potential impacts. These limit values, codified in EU Directive 2008/50/EC, can be found in Table 3. The limit values are expressed in micrograms per meter cubed (µg/m3). [12:  A limit value refers to a level fixed on the basis of scientific knowledge with the aim of avoiding, preventing, or reducing harmful effects on human health and/or the environment. The limit value should not be exceeded once attained. (Excerpt from Directive 2008/50/EC, Article 2)] 


Table 3: Applicable EU Limit Values for Ambient Air Quality
	Pollutant
	Averaging Period
	Limit Value

	SO2
	1-hour
	350 μg/m3, not to be exceeded more than 24 times a calendar year

	
	24-hour
	125 μg/m3, not to be exceeded more than 3 times a calendar year

	NO2
	1-hour
	200 μg/m3, not to be exceeded more than 18 times a calendar year

	
	Calendar year
	40 μg/m3 (not to be exceeded)

	PM10
	24-hour
	50 μg/m3, not to be exceeded more than 35 times a calendar year

	
	Calendar year
	40 μg/m3 (not to be exceeded)

	PM2.5
	Calendar year
	25 μg/m3, Stage 1 compliance date is January 2015



The 2011-2013 sampling results and 2011 modeling estimates were also analyzed relative to one another to assess comparability. To identify any potential trends the ambient air quality sampling results were evaluated relative to:
· Average pollutant concentrations calculated for each sampling site.
· Average pollutant concentrations calculated as a function of the predominant wind direction and wind speed.
· Average pollutant concentrations calculated relative to four ranges of MW generation.
· Average pollutant concentrations calculated on a monthly and seasonal basis.
[bookmark: _Toc367883700]6.0	Ambient Air Quality Assessment Results
The initial assessment of potential impacts on ambient air quality revealed a number of observations that provide:
· Insights regarding plume dispersion and potential impacts on ambient air quality; and
· Analytical data to consider in developing plans for integrating environmentally sound design and management principles into strategies for reducing air emissions associated with Kosovo TPP A and TPP B.
The observations included the following:
1. The dispersion modeling and ambient air quality sampling results obtained through this assessment were similar suggesting that the data gathered are representative of conditions in and around Kosovo TPP A and B.

2. The highest modeled and sampled 24-hour concentrations of pollutants in the ambient air were found to be in close proximity to the power plants, and decrease in concentration as the distance from the power plants increases (although higher concentrations were noted in high terrain areas).

3. Slightly higher concentrations of pollutants in the ambient air occur during the winter based on 24-hour sampling averages.

4. The average modeled and sampled PM10 concentrations in the ambient air are above the 24-hour EU Limit Value.

5. The modeled annual PM10 concentration is above the EU Limit Value near the power plants and below the limit farther away.

6. Wind speed appears to influence the concentrations of PM10 in the ambient air. Higher average 24-hour concentrations of PM10 were noted with lower wind speeds at all sampling sites. 

7. There are slight increases in the average 24-hour PM10 concentrations sampled in the ambient air when winds originate from the southeast (SE), southwest (SW), and northeast (NE). 

8. Higher ESP efficiencies reduce the 24-hour modeled PM10 concentrations in the ambient air.

9. Based on a limited number of sampling results obtained from two sites west of the power plants, higher 24-hour concentrations of PM10 were noted at the location closest to the mining operations.

10. The 24-hour PM2.5 sampling results were similar to the modeling results and indicate the presence of this pollutant in the ambient air.

11. The modeled annual NO2 concentrations are below the EU Limit Value. The 24-hour NO2 modeling and sampling results were similar. 

12. Some variability exists between the SO2 modeling and sampling results. The sampling results indicated low levels of this pollutant in the ambient air.

13. The modeling results indicate Kosovo TPP A and B contribute differently to estimated concentrations of pollutants in the ambient air.
The 24-hour NO2 sampling data suggest that the concentrations in the ambient air are below the annual 40 µg/m3 limit value. These data were aligned with the modeling results for NO2. However, the modeling results indicate the 1-hour EU 200 µg/m3 limit value for NO2 may be exceeded.
With regard to SO2, the lignite contains a low percentage of sulfur and the ash has a high percentage of CaO. This suggests that natural scrubbing might be occurring to reduce the sulfur emitted through the stacks. However, the 24-hour SO2 sampling results varied considerably from the modeling data, even though the scrubbing factor was incorporated into AERMOD.
The 24-hour, 7-day, and 14-day sampling results indicated low to non-existent levels of SO2 and the 24-hour modeling results indicated values above the EU limit of 125 µg/m3. This variability may be related to underestimating the control efficiency related to CaO or the formulation of fine particles as reflected in the PM2.5 sampling results. The PM2.5 filter analysis and the NH3 results suggest further research is needed to more fully understand fine particle formation.
The modeling results also suggested that the EU 1-hour limit value of 350 µg/m3 for SO2 is being exceeded more than 24 times in a calendar year.
Overall, the modeled concentrations for SO2, NO2, and PM10 in the ambient air are influenced by Kosovo TPP A more so than by Kosovo TPP B or the fugitive emissions from the ash pile or conveyor drop at the ash pile. One of the factors most likely underlying the differing impacts is the lower height of the stacks at Kosovo TPP A.







[bookmark: _Toc367924876]ANNEX H:
[bookmark: _Toc367924877]SUMMARY OF INITIAL AMBIENT AIR QUALITY ASSESSMENT

1.0	Introduction
Since 2010 USAID/Kosovo has commissioned a series of activities to better understand and characterize the environmental issues that may need to be addressed as part of the rehabilitation and potential life extension of Kosovo Thermal Power Plant (TPP) B. As part of this effort, USAID/Kosovo commissioned a study to assess the potential impacts on ambient air quality associated with emissions from Kosovo TPP A and TPP B. This study is referred to as the initial assessment of potential impacts on ambient air quality.
2.0	Purpose and Scope of the Initial Ambient Air Quality Assessment
The objectives of the initial ambient air quality assessment were to:
· Obtain representative data concerning the concentrations in the ambient air of particulate matter less than 10 micrometers (µm) or microns in size and particulate matter less than 2.5 µm in size (PM10 and PM2.5), sulfur dioxide (SO2), and nitrogen dioxide (NO2) associated with Kosovo TPP A and TPP B’s operating units[footnoteRef:13]; and [13:  Kosovo TPP A has three operating units. Unit A3 was commissioned in 1970, A4 in 1971, and A5 in 1975. Unit A1 and A2 are not operational. Kosovo TPP B has two operating units. Unit B1 started operations in 1983 and Unit B2 in 1984. Efforts have been made over the past several years to increase the operational efficiencies of Kosovo TPP A and TPP B operating units and to reduce air emissions. For example, electrostatic precipitators (ESPs) were upgraded on Kosovo TPP Units A3 and A5 during the latter part of 2012 and during the first quarter of 2013.
] 

· Evaluate the data to identify potential impacts relative to European Union (EU) ambient air quality standards. 
These pollutants are considered the primary combustion by-products associated with burning coal. The initial assessment was based on a combination of:
· Indicative or representative sampling data gathered through the deployment of mobile monitoring equipment, and 
· Dispersion modeling to estimate concentrations of pollutants. Dispersion models are computerized tools designed to simulate the effects of pollutant dispersion as a plume is emitted from a stationary source and dissipates in the ambient air as a function of: stack temperatures and velocities (plume buoyancy); wind direction and speed; and movement around buildings, mountains, and valleys, etc. 
This two-tiered assessment approach reflects general practices implemented by regulatory agencies, such as the United States Environmental Protection Agency (USEPA) and the European Union (EU), to better understand impacts on ambient air quality associated with industrial operations.
[bookmark: _Toc367924878]3.0	Ambient Air Quality Sampling 
[bookmark: _Toc367924879]3.1	Sampling Equipment
The Airmetrics MiniVol™ Tactical Air Sampler (TAS) was used to collect samples of ambient air to measure concentrations of PM10 and PM2.5. The Ogawa Passive Sampler was selected to gather samples of ambient air to measure concentrations of SO2 and NO2. Towards the end of the assessment program, samples were collected using the Ogawa equipment to measure concentrations of ammonia (NH3) in the ambient air. The NH3 sampling was undertaken to gather very preliminary data to inform the analysis of fine particle (PM2.5) formation and SO2 concentration levels. 
The Airmetrics and Ogawa equipment use collection pads or filters to sample ambient air. After being exposed for specified periods of time, the filters are collected and sent to a laboratory for analysis to determine pollutant concentrations. Concentrations of PM10 and PM2.5 are based on the differences in the filter weights before and after exposure to the ambient air. SO2, NO2, and NH3 concentrations are determined on the basis of a chemical analysis of the filters.
Several academic studies have been undertaken to evaluate these mobile sampling devices relative to fixed monitoring equipment. The conclusions presented in published documents indicate general comparability in the measurement results between fixed and mobile equipment. The main difference noted in the published papers is that samples gathered with mobile equipment may slightly underestimate the concentrations of pollutants in the ambient air.[footnoteRef:14] [14:  Supporting articles include: 
Sather, Mark E.; Slonecker, E. Terrance; Mathew, Johnson; Daughtrey, Hunter; Williams, Dennis D.: Evaluation of Ogawa Passive Sampling Devices as an Alternative Measurement Method for the Nitrogen Dioxide Annual Standard in El Paso, Texas. Environ Monit Assess (2007) 124:211–221, DOI 10.1007/s10661-006-9219-4. 
Baldauf, Richard W.; Lane, Dennis D.; Marotz, Glen A.; Wiener, Russel W.: Performance Evaluation of the Portable MiniVOL Particulate Matter Sampler. Atmospheric Environment 35 (2001) 6087–6091.   
Chen, Fu-Lin; Vanderpool, Robert; Williams, Ronald; Dimmick, Fred; Grover, Brett D.; Long, Russel; Murdoch Robert: Field Evaluation of Portable and Central Site PM Samplers Emphasizing Additive and Differential Mass Concentration Estimates. Atmospheric Environment 45 (2011) 4522-4527. 
Kinghama, Simon; Duranda, Michael; Aberkaneb, Teresa; Harrison, Justin; Wilson, J. Gaines; Epto, Michael Winter: Comparison of TEOM, MiniVol and DustTrak PM10 Monitors in a Wood Smoke Environment. Atmospheric Environment 40 (2006) 338–347. 
Hill, Jason S.; Patel, Prateek D.; Turner Jay R.: Performance Characterization of MiniVol PM2.5 Sampler. Washington University; Air Quality Report No. WUAQL-0399-01.
Mason, J Brooks; Fujita, Eric M.; Campbell, David E.; Zielinska, Barbara: Evaluation of Passive Samplers for Assessment of Community Exposure to Toxic Air Contaminants and Related Pollutants. Environ. Sci. Technol. 2011, 45, 2243–2249.] 

[bookmark: _Toc367924880]3.2	Ambient Air Quality Sampling Activities
The first phase of the sampling ambient air quality was undertaken from July through December 2011. During this period of time, equipment was purchased to gather ambient air samples, demonstration workshops were undertaken to train GoK professionals in the use and maintenance of sampling equipment, and the Kosovo Hydro-Meteorological Institute (HMI), under the direction of The Cadmus Group, gathered ambient air samples for analysis from three sites located in close proximity to the power plants. From January through July 2012, HMI continued to gather samples of ambient air from the three sampling locations. The second phase of the USAID/Kosovo ambient air quality sampling activities commenced in July 2012 and ended in February 2013. 
Ambient air samples were gathered over a period of 24 hours, 7 days, and 14 days. Each 24-hour, 7-day, and 14-day time period is referred to as a sampling event. Over 820 samples of ambient air were analyzed from July 2011 through February 2013 including: 354 samples for PM10; 18 for PM2.5; 329 for NO2; 92 for SO2; and 28 for NH3[footnoteRef:15] [15:  Additional samples were taken and analyzed during the assessment but were not included in the numbers below because the blank filters associated with the sampling events were much higher than the concentrations on the exposed filters.] 

These sample numbers were gathered through the completion of 84 sampling events. During each of these events the filters were exposed to the ambient air for at least 18 hours in accordance with the Quality Assurance (QA) data quality provisions, properly labeled so as to be traceable to the sampling locations, and included many collected by HMI during January through July 2012.[footnoteRef:16] [16:  Approximately 300 samples were gathered by HMI from July 2011 through July 2012. Some of these samples were not analyzed because the equipment did not sample the ambient air for at least 18 hours.] 

The exposed filters from the Ogawa and Airmetrics sampling devices were sent to RTI International for analysis to determine the concentration of pollutants in the ambient air. RTI International was selected to perform the SO2, NO2, NH3, and PM10 and PM2.5 analyses because it is recognized worldwide for its environmental chemistry and analytical services, and is the US support laboratory for analyzing Ogawa passive sampler equipment filters.
[bookmark: _Toc367924881]3.3	Ambient Air Quality Sampling Locations
During the first phase of the assessment, ambient air quality samples were gathered at KEK Metal Works (KEK MW), the Obiliq Health Center, and a residential location in Dardhishte. KEK MW represents a site located downwind from Kosovo TPP B; Dardhishte and the Obiliq Health Center represent areas where sensitive populations, including children and elders, live in close proximity to the power plants.
Additional sites were added to the sampling program during the second phase of the assessment. These sites included: KEK A, which lies within the operational boundaries of Kosovo TPP A; the US Ambassador’s Residence and a residential area in Shkabaj,[footnoteRef:17] both of which are located east of the power plants; and Germia Park, located east of the power plants and used for recreational purposes. On an intermittent basis throughout the duration of the initial assessment, ambient air quality samples were also gathered at the HMI facility located in Prishtina, Kosovo. [17:  The US Ambassador’s Residence was deemed a better sampling location relative to Shkabaj; the sampling equipment could be located in such a manner to minimize dispersion issues related to structural interferences. Samples were obtained from the Shkabaj site through October 2012.] 

[bookmark: _Toc349905053]The primary sampling sites represent receptors that are within areas predicted to have the highest ambient air quality concentrations associated with emissions from the power plants. The modeling scenario used to identify these areas was based on 5 years of meteorological data obtained from the Prishtina Airport and the 2011 operating schedule (megawatts [MW] generated) for all five of the operating Kosovo TPP units (A3, A4, A5, B1, and B2).
Figure 1: Ambient Air Quality Sampling Locations
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4.0	Dispersion Modeling Activities
To augment the ambient air quality data gathered at the sampling sites, the following dispersion modeling activities were undertaken:
· AERMOD was run to estimate hourly, daily, and annual pollutant concentration levels in the ambient air associated with power plant emissions during 2011 using meteorological data from 2011 and 2005-2009 for all primary pollutants included in the scope of the initial assessment. AERMOD is a dispersion model for predicting concentration levels at distances less than 50 kilometers (km) from source and when plumes disperse in more of a steady-state “Gaussian” format.
· SCIPUFF/SCICHEM - 2012 Beta was run to generate estimates of daily concentrations of pollutants during 2011 sampling events. SCIPUFF/SCICHEM is a modeling program that treats dispersions as “puffs,” allowing for non-steady state treatment of concentrations of pollutants during calm wind hours and days, typical in and around Kosovo TPP A and TPP B. The Electric Power Research Institute (EPRI) funded the development of the model. SCIPUFF/SCICHEM is capable of generating three-dimensional terrain-following winds. The model was not used to simulate plume chemistry due to lack of background concentration data. The final public version of SCIPUFF/SCICHEM was released on June 28, 2013 (after the completion of the modeling analysis). The model and is available to the public for use at the following download location: http://sourceforge.net/projects/epri-dispersion/.
· AERMOD was used to estimate PM10 and PM2.5 concentrations associated with power plant emissions during 2011 using meteorological data from 2011 and 2005-2009 as a function of the ESP efficiency scenarios that are identified in Table 2. SCIPUFFF/SCICHEM modeling was undertaken on a limited basis to assess calm weather conditions.
[bookmark: _Toc366506345]Table 2: ESP Efficiencies Used in Dispersion Modeling[footnoteRef:18] [18:  Estimates were based on: Environment Impact Assessment and Action Plan for Kosovo A and B Power Plants and Coal Mines, prepared by Carl Bro Intelligent Solutions on behalf of the European Agency for Reconstruction (EAR), June 2003 (Scenario 1); USEPA AP-42 (Scenario 2); and information provided by KEK (Scenarios 3 and 4). Scenario 3 represents the design specifications for the ESP prior to the upgrades in 2012 and 2013. Scenario 4 was calculated based on dust emissions included in the 2011 KEK Environmental Report.] 

	Unit
	Scenario 1
	Scenario 2
	Scenario 3
	Scenario 4

	
	ESP % Control
	ESP % Control
	ESP % Control
	ESP % Control

	A3
	80
	95
	98.734
	98.415

	A4
	90
	95
	98.734
	98.527

	A5
	85
	95
	98.734
	98.014

	B[footnoteRef:19] [19:  Units B1 and B2 share a common stack.] 

	99
	95
	99.419
	98.982



5.0	Ambient Air Quality Impact Assessment and Evaluation Criteria

The ambient pollutant concentration data obtained through sampling and dispersion modeling were compared to EU Limit Values[footnoteRef:20] to assess potential impacts. These limit values, codified in EU Directive 2008/50/EC, can be found in Table 3. The limit values are expressed in micrograms per meter cubed (µg/m3). [20:  A limit value refers to a level fixed on the basis of scientific knowledge with the aim of avoiding, preventing, or reducing harmful effects on human health and/or the environment. The limit value should not be exceeded once attained. (Excerpt from Directive 2008/50/EC, Article 2)] 

[bookmark: _Toc366506347]
Table 3: Applicable EU Limit Values for Ambient Air Quality
	Pollutant
	Averaging Period
	Limit Value

	SO2
	1-hour
	350 μg/m3, not to be exceeded more than 24 times a calendar year

	
	24-hour
	125 μg/m3, not to be exceeded more than 3 times a calendar year

	NO2
	1-hour
	200 μg/m3, not to be exceeded more than 18 times a calendar year

	
	Calendar year
	40 μg/m3 (not to be exceeded)

	PM10
	24-hour
	50 μg/m3, not to be exceeded more than 35 times a calendar year

	
	Calendar year
	40 μg/m3 (not to be exceeded)

	PM2.5
	Calendar year
	25 μg/m3, Stage 1 compliance date is January 2015



The 2011-2013 sampling results and 2011 modeling estimates were also analyzed relative to one another to assess comparability. To identify any potential trends the ambient air quality sampling results were evaluated relative to:
· Average pollutant concentrations calculated for each sampling site.
· Average pollutant concentrations calculated as a function of the predominant wind direction and wind speed.
· Average pollutant concentrations calculated relative to four ranges of MW generation.
· Average pollutant concentrations calculated on a monthly and seasonal basis.
6.0	Ambient Air Quality Assessment Results

The initial assessment of potential impacts on ambient air quality revealed a number of observations that provide:
· Insights regarding plume dispersion and potential impacts on ambient air quality; and
· Analytical data to consider in developing plans for integrating environmentally sound design and management principles into strategies for reducing air emissions associated with Kosovo TPP A and TPP B.
The observations included the following:
14. The dispersion modeling and ambient air quality sampling results obtained through this assessment were similar suggesting that the data gathered are representative of conditions in and around Kosovo TPP A and B
15. The highest modeled and sampled 24-hour concentrations of pollutants in the ambient air were found to be in close proximity to the power plants, and decrease in concentration as the distance from the power plants increases (although higher concentrations were noted in high terrain areas).
16. Slightly higher concentrations of pollutants in the ambient air occur during the winter based on 24-hour sampling averages.
17. The average modeled and sampled PM10 concentrations in the ambient air are above the 24-hour EU Limit Value.
18. The modeled annual PM10 concentration is above the EU Limit Value near the power plants and below the limit farther away.
19. Wind speed appears to influence the concentrations of PM10 in the ambient air. Higher average 24-hour concentrations of PM10 were noted with lower wind speeds at all sampling sites. 
20. There are slight increases in the average 24-hour PM10 concentrations sampled in the ambient air when winds originate from the southeast (SE), southwest (SW), and northeast (NE). 
21. Higher ESP efficiencies reduce the 24-hour modeled PM10 concentrations in the ambient air. 
22. Based on a limited number of sampling results obtained from two sites west of the power plants, higher 24-hour concentrations of PM10 were noted at the location closest to the mining operations.
23. The 24-hour PM2.5 sampling results were similar to the modeling results and indicate the presence of this pollutant in the ambient air.
24. The modeled annual NO2 concentrations are below the EU Limit Value. The 24-hour NO2 modeling and sampling results were similar. 
25. Some variability exists between the SO2 modeling and sampling results. The sampling results indicated low levels of this pollutant in the ambient air.
26. The modeling results indicate Kosovo TPP A and B contribute differently to estimated concentrations of pollutants in the ambient air.



[bookmark: _Toc367924882]ANNEX I: 
[bookmark: _Toc367924883]TETRA TECH ES, Inc. STATEMENT OF DIFFERENCES 
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Tetra Tech ES, Inc. Statement of Differences on the Final Report “Environmental Review of KEK Network and Supply Project” dated May 2013

Reference Issue/extract from report Tetra Tech ES, Inc.’s comments
Executive Summary AEAI P11: According to KEK and TT, KEK"s application to MESP | AEAI omits reference to two prior EIA’s undertaken for Kosova B TPP (in 1980
Main Findings for an Integrated EP was submitted on 14 June 2011. At the time of | and 2006). How and to what extent these will be appropriate to support KEK’s

original KEK application, MESP had not published the required format
for the application (as required by law). Therefore, KEK prepared the
application based on the information requested by law. In March 2012
MESP requested that KEK re-submit the application using its newly
published application form, which KEK did complete and submit to
MESP in September 2012. The review process has been delayed and
the permits have still not been issued. This may be due to the MESP’s
lengthy process of receiving and reviewing applications. In any event,
according to Kosovo’s Law on EPs, as well as EC Directives
2001/80/EC and 2008/1/EC, without the preparation of EIAs, it would
be illegal to issue EPs for Kosovo A or B. The purpose of a TPP EIA is
to determine the emission and discharge limit values for TPPs which
would become the basis for the TPP’s EP permits. Therefore, it is
important to point out that Kosovo A and B were and are operated
without properly issued EPs and clearly established emission and
discharge limit values. The Ministry should change this practice
because it has negative influence not only on the implementation of
significant energy or other infrastructure development projects in
Kosovo, but in general on the business climate and environment as
well

AEAI P.109: We do not see the any logical linkage between the
Government’s decision to close Kosovo by 2014/2015 and the
preparation of an EIA. An EIA was necessary to do long before the
Government’s decision as well as after the Government’s Decision,
because this is the requirement of Kosovo environmental legislation,
EC Directives and best international practice.

If we follow TT’s logic in relation to the Governments’ decision in this
case, it is not clear why KEK decided to install the ESPs at Kosovo A,
and why TT supported KEK in installing the ESPs without the
preparation of an EIA or even a simple environmental review.

pending IPPC application will be a matter for the competent legal authority —
namely the Ministry of Environment & Spatial Planning (the “Ministry”). In this
respect, Tt understands that the Ministry has established specialized groups to
review KEK’s application. There will be negotiations conducted between KEK and
Ministry to establish specific conditions and milestones for the requirements within
the IPPC.

With respect to ESP’s - the Ministry has confirmed to KEK that since the IPPC
application has been made, no further environmental permitting is required to be in
place to cover KEK’s operations at this stage (which includes ESP’s).

With respect to AEAI’s response on KEK’s explanation as to why no EIA has been
undertaken for Kosova A - please note that this is not ‘Tt’s logic’. We simply added
this explanation because AEAI failed to pose the question themselves as part of the
preparation of the report.
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AEAI P11: However, no positive environmental improvements from
the Project’s assistance were reported. Based on documents made
available to the review team, with some exceptions — environmental
review of the Kosovo B feasibility study and the problems related to
denunciation of the contract with Kosovo Coal — environmental issues
were apparently not considered or not deemed important during project
implementation.

They were considered, hence the constant communication between KEK and MESP.
These documents are available at KEK, but seemingly were not requested and/or
reviewed by AEAL

AEAI P11: According to TT, these activities were not foreseen and
that a programmatic approach to training was not part of the project’s
scope of work. However, in 2010, the Contractor trained and coached
566 KEK employees in [...]. Therefore, TT undertook over several
years many other unforeseen and out-of-scope activities, not mentioned
in the SOW or TT’s annual work plans, including training related to
the TPPs’ operation and maintenance. No environmental management
training was provided and the staff of the environmental department
was not involved in the other capacity building activities, hence
environmental managerial capacity in KEK remains weak. It is not
clear why environmental management was neglected during the
implementation of KEK management capacity improvement nor why
TT has only recently decided to address this issue. Based on the
present review, it is clear that environmental problems related to the
development of the Kosovo energy sector and KEK operation still
remain critical.

It was not that environmental management was not considered important, but that Tt
had limited resources and prioritized its activities. The first priority was to promote
security of electricity supply, which was very weak. Since the security of supply
has now stabilized — albeit it remains fragile — Tt is able to devote resources to other
areas of the company, such as environmental management.

AEAI P12 and 64: .. project planners and technical staff and engineers
alike need to be trained adequately to recognize how project activities
can affect the environment in order to foresee their adverse impacts.
They should be able to examine ways in which sound environmental
management and sustainable development can occur simultaneously.
The recommendation to provide environmental management training
represents a standard donor approach to environmental management of
energy projects implemented worldwide. Moreover, the project budget
was more than adequate to provide for the preparation and
implementation of at least one training course in environmental
management during 6 years. Lastly, although TT had a position for a
short-term Environmental Expert, it is unclear what the position’s
specific duties were or if the position was used to full advantage.

AEAT’s position is overly subjective and not realistic in terms of budget and
contracting requirements. AEAT is making a judgment without being embedded in
KEK in the past 6 years and not having firsthand knowledge of KEK’s training
priorities.
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AEAI P12: No value was added by the project in the improvement of
KEK compliance with the environmental legislation of Kosovo.
Improving environmental compliance may not have been an explicit
requirement of the original NSP SOW and IEE. However, beginning in
2007, TT became involved in unforeseen activities relating to the KEK
TPPs and mines that had significant environmental aspects. At this
point, it was implicit that TT should provide advice to KEK
management on compliance with national environmental legislation,
and relevant EC or USAID directives and requirements.

AEAI P64: No value added was provided by the project in the
improvement of KEK compliance with the environmental legislation of
Kosovo.

This was not a requirement and AEAT’s position is overly subjective.

AEAI P12: During 2007-2012, all major overhauls and repairs for
Kosovo A and B were implemented without EPs. The same is true of
ongoing works related to the installation of new ESPs in Kosovo A.
EPs are required based on Kosovo Law No. 03/L0024, prepared in
accordance with EC environmental directives (see EC directive
2008/1/EC), specifically Articles 13 and 14, summarized below.

AEAI P64: During 2007-2012, all major overhaul works and repairs
for Kosovo A and B units were implemented without environmental
permits. The same is true of ongoing works related to the installation of
new ESPs in Kosovo A.

We do not agree with this interpretation of Law No. 03/L-024. It suggests that any
overhaul or repair works of generating plants — to include replacement of ESPs,
requires an EIA and Environment Permit — without any analysis of the scope or
content of the overhaul/repair works. Such an approach is impractical and
unwieldy. A more logical approach would be to treat such works as falling within
Annex 2 of the Law — and review the works against the criteria outlined in Annex 3
of the Law (e.g., size of the project, environmental impact, environmental sensitivity
of the geographic location, pollution involved, waste produced). In this respect, it
should be noted that KEK communicates on a regular basis with MESP and informs
them of the ongoing and planned projects at the power plants. To date, MESP has
not raised any issues in connection with the projects presented by KEK (including
the ESPs) other than their concern that all hazardous waste be disposed of in an
environmentally sound manner and in accordance with the applicable law (which is
already expressly spelled out in the applicable contracts). At present, all generation
overhauls have been completed — other than A4 which is planned for 2013.

The Ministry has since re-confirmed to KEK that Scheduled overhauls and
maintenances of KEK current facilities do not need any additional environmental
permits.
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AEAI P13: After procurement of the new mining equipment, lignite | This contains factual inaccuracies.
production significantly increased. However, without timely
preparation of an EIA, and without the implementation of | Tt did NOT make any recommendation to reject the equipment offered by a German
environmental mitigation measures as per the EIA (to reduce dust | supplier. This statement is incorrect and unfounded. In reality, KEK procured the
during mining and transport operations and prevent pollution of surface | vast majority of its new mining equipment from EU suppliers — to include, FAM,
and ground water), the project results cannot be considered | Takraf, ABB, and Thyssenkrupp. Therefore the 2009 EIA for the SSW mine was,
environmentally safe. The EIA for the mines should be revised every | and remains valid.

time the mining equipment is replaced with new equipment. The EIA
for the SSW mine was prepared based on the assumption that mining
equipment will be procured from the EC supplier. However, according
to the previous COP, TT recommended that KEK reject the equipment
offered by the EC supplier from Germany. Hence, KEK proceeded
with the procurement of other mining equipment making it necessary
to revise the existing EIA taking into account new characteristics of the
new mining equipment. In addition, the Mirash mine was still in
operation in 2012, but no closure plan was implemented as was
recommended in the EIA for the Land Cleanup and Reclamation
Project.

AEAI P14: In general, based on an in-depth comparative analysis, the | As stated above, the Ministry has since re-confirmed to KEK that Scheduled
environmental legislation of Kosovo complies with key EU | overhauls and maintenances of KEK current facilities do not need any additional
Environmental Directives (see Chapter 6). However, the main problem | environmental permits.

in Kosovo is the low level of enforcement of the environmental
legislation. This applies to the process of preparing ESIAs and
obtaining environmental permits in general. The experience of the
KEK NSP Project is a case in point: MESP may not have required EPs,
but the Kosovo law does require them.
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1.0 OBJECTIVES AND
SCOPE OF
ENVIRONMENTAL
REVIEW

SOW requires documenting all Project activities and then for each one
determining whether they had:

1. No potential to affect the environment, or;

2. The potential to affect the environment, but proper
safeguards were planned and implemented, or;

3. The potential to affect the environment, but proper
safeguards were not planned and/or implemented, but
corrective and preventive actions were developed and
implemented;

4. The potential to affect the environment, but proper
safeguards not planned and/or implemented and no
corrective and preventive action were developed and /or
implemented.

Where 2 or 3 have been determined to apply, the assessment shall
provide objective of evidence of the safeguards and corrective action
plans

1 also applies. This review was not only for the few activities AEAT determined to
have a potential impact, but also for those that do not. This is not reflected in the
section in question and is only mentioned in the Environmental Review table
starting P71 of the Report.

4.2 Analysis of KEK
Network and Supply
Project Activities in 2007

AEAI P34: Trepga Bypass. During Quarter 4, the Contractor received
an urgent request from the GoK to address a security issue relating to
Kosovo’s power transmission network in the wake of Kosovo’s
declaration of independence. To prevent possible Serbian interference
in power transmission, the Contractor assisted KEK in preparing
preliminary designs and cost estimates for the Trepca Bypass;
€500,000 was obtained from SRSG for its construction; and a tender
was prepared for selecting a contractor to build the 7 kilometer 110 kV
line; no environmental review was conducted or environmental
recommendations included in TT’s recommendations in accordance
with USAID procedures for energy related projects. The bypass was
built in January 2008.

Tt only advised KEK on construction of one high voltage line (Trepca bypass),
which was built in January 2008, as a matter of national security (declaration of
independence) and in extreme urgency — in which case EIA’s are typically waived.
AEAI should at least give some consideration for the urgency that was involved and
the interests of national security.

4.3 Analysis of KEK
Network and Supply
Project Activities in 2008

Mining Operations: “... The Contractor helped drafting the contract
terms for the rehabilitation of spreaders and conveyor belts, which are
part of the overburden removal systems. As a result the new Sitnica
Mine began production in late September as scheduled and full
production capacity was reached in Q4. The mine produced 400,000
tons of coal in 2008.”

Thermal Generation: “The MD signed the contract for the additional
boiler work on Unit A5 per Contractor’s recommendations.”
Assistance to KEK with drafting tender dossiers for two new bucket
wheel excavators.

For clarification, the signing of contracts relating to overburden system equipment
had no bearing on opening the Sitnica mine.

Again, for clarification, Tt’s recommendation regarding the signing of the additional
boiler work contract was largely a legal/contractual consideration and not technical.
With respect to drafting the tender dossier for two new bucket wheel excavators —
Tt’s assistance was focused on administrative and commercial terms (to ensure a
clean procurement process). However, the tender failed and no new excavator was
purchased
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4.4 Analysis of KEK
Network and Supply
Project Activities in 2009

Coal strategy. Due to a state emergency regarding KEK’s rapidly
dwindling coal supplies, the Contractor provided technical assistance
to KEK management in developing a revised mining strategy that was
presented to and supported by the World Bank, US Embassy and other
stakeholders. KEK adopted the strategy and moved forward with its
implementation.

Monitoring The Contractor monitored the implementation of the
contract for removing 5.5 million cubic meters of overburden by a
contractor using trucks and shovels. The contract was successfully
completed during the Q4, and the first coal bench of the new SSW
mine became visible.

By way of clarification, the ‘mining strategy’ was largely focused on a procurement
strategy for new equipment and/or refurbishment of existing equipment taking into
account (i) the limited time available for opening the new SSW mine; and (ii) the
limited funds available.

The monitoring of contract implementation for removing overburden using trucks
and shovels was focused on ensuring proper contract administration and reducing
possible manipulation or fraud.

4.5 Analysis of KEK
Network and Supply
Project Activities in 2010

Conclusions

According to the IEE, all the above-mentioned activities were subject
to Environmental Review; however, no environmental review was
done with the exception of the Kosovo B TPP. KEK was not advised to
implement EIA for Kosovo A TPP. KEK never applied for
environmental permit for overhaul and repair of Kosovo A and B TPP
units and for the Construction of new substations. According to the
Contractor, assistance was provided to KEK in improvement of
security of assets, however, no emergency response plans were
developed for Kosovo A and B TPPs, which significantly downgrades
efficiency of the Contractor’s work.

With respect to overhaul works at Kosova A and B — see our comments above.

The Vaganice substation did not proceed beyond the tender evaluation stage. Had it
been contracted, since this was a new construction all applicable permits (to include
environmental permit and corresponding EIA) would have been sought by KEK —
this was foreseen in the tender documents.

Regarding Palaj SS: an Environmental Impact Assessment (EIA) was done.
Permitting for construction was done by local Municipality (Obiliq), but not
Ministry of Environment & Spatial Planning (MESP). Works are completed.

Regarding Pristina VII substation; EIA was done. Environmental Permitting was
also done by MESP. Works are completed

Tt has provided separately a list (and copies) to USAID of all KEK EIA’s and EP’s
secured, to date.

This is out of context. Security of assets means ensuring people do not steal meters
and other items of KEK. It has nothing to do with ERPs. Indeed, Tt’s assistance to
KEK in the form of securing assets was (and remains) focused on protection of the
assets from theft and abuse — and to avert asset stripping in the lead up to
privatization. This is reflected in the experience of Tt’s resident security advisor as
a former law enforcement officer and his statement of work. Therefore, the
production of an emergency response plan for KEK generation has never been
included in the project’s work plan.
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4.6 Analysis of KEK
Network and Supply
Project Activities in 2011

AEAI P. 41: The Contractor continued to provide guidance to the MD
for his oversight of ongoing hydraulic ash transfer project for the A
units. Deficiencies in the original technical specifications have led to
additional work being needed, which has contributed to delays in
project implementation and costs exceeding the budget.

Supporting KEK in preparing the technical specifications for the
construction of ... Gjilani 110/20(10) kV Substation.

AEAI P.116 Thank you for the additional detail which we will
incorporate in the ER report as necessary to fill any gaps. However, the
main point in the ER report on this issue is that despite the oversight
function given to TT, it was not possible to overcome problems during
the implementation of the WB project and many activities are still not
completed. Hence the question is how efficiently this oversight
function was implemented by TT.

For example, KEK was responsible to stop operation of ash dump site
at Kosovo A. However, in August 2012, the site was in operation and
the WB project was not in a position to finish the land reclamation
activities. It is not clear what action was taken by TT to resolve this
issue.

This project was instigated by the WB and Dutch Government as part of CLRP.
The Project Implementation Unit, which oversees the work is funded by the
WB/Dutch Government. KEK has been required to finance over €8 million of the
works owing to WB/Dutch Government funding shortfalls. Unfortunately, proper
implementation of the project has been lacking, for instance: (i) deficient technical
specifications; (i) continuous delays by the contractor; and (iii) costs exceeding
budget. Since KEK is funding the majority of the work and is the ultimate
beneficiary it has a vested interest in addressing these deficiencies in a timely
manner. Tt has provided largely legal advice to KEK MD on the contract terms and
what, if any remedies are available to KEK at this stage against the contractor.

By way of clarification, the Project was initiated in 2006/7 by Swiss Government.
Funded entirely by Swiss donation. Permitting was done by local Municipality
(Gjilan), but not MESP. Works are completed.

As we indicated in the above comments, Tt has provided largely legal advice to
KEK MD on the contract terms and what, if any remedies are available to KEK at
this stage against the contractor. This is not a matter for the ER. The term
‘oversight” should not be confused with ‘executive’ or ‘management’ authority,
which Tt does not possess.
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6.0 OVERVIEW OF
THE
ENVIRONMENTAL
LEGISLATION

AEAT P.50:

Therefore, to ensure effective implementation of

environmental legislation at a satisfactory level, the following short
and medium term steps should be undertaken:

Elevate the priority of the state of the environment and make a
significant commitment in this regard.

Implement  sustainable integrated  natural
management for employment and economic growth
Develop environmental educational programs, increasing
public awareness and scientific understanding of
environmental concepts

Provide capacity building to, and strengthen the role of, the
environmental inspectorate in environmental monitoring and
enforcement

Implement environmental management systems at all levels
Establish an eco-fund to provide the necessary financial
means for environmental protection

Participate in regional and international forums and networks.
Develop adaptations to climate variability

resource

AEAI P.118: May be it is not directly relevant to the original scope of
the ER of KEK NSP activities, but it is relevant to the appropriate tasks
of the ER.

This is not relevant to this environmental review of KEK NSP.

AEAI accepts that this is not relevant to scope of the ER of KEK NSP. Therefore,

why is it still included?
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7.0 Compliance of KEK
Activities with
Environmental
Legislation

Tetra Tech ES, Inc. Stateme]

AEAI P50: KEK’s activities related to the mining operations, overhaul
and repair of Kosovo A and B units, replacement and rehabilitation of
mining equipment required EIAs in accordance to category 16:
“extraction and processing of coal, lignite and bituminous minerals
with a production capacity of fifty thousand tons per year or more”
(Extractive Industry), and/or category 18: “thermal power stations and
other combustion installations with a heat output of 50 MW or more”
(Energy Industry) of the Annex 1 of the law. Environmental consent
from the Ministry of Environmental Protection and Spatial Planning
was necessary for the activities related to the expansion of 110 kV lines
and for the construction of a new substations. According to TT in
relation to the 110 kV substations, the EPs were issued, however the
recommendations which were prepared by the KEK NSP project were
not based on environmental review.

it of Differences Page 9 of 25

Tt only advised KEK on construction of one high voltage line (Trepca by pass),
which was built in January 2008, as a matter of national security (declaration of
independence) and in extreme urgency — in which case EIA’s are typically waived.

With respect to overhaul works at Kosova A and B — to include refurbishment of
water treatment plant at TCC B and New ESPs at TCC A - see comments above
particularly in connection with the Ministry’s position on scheduled overhauls at the
power plants.

With respect to substations (as mentioned elsewhere):

e The Vaganice substation did not proceed beyond the procurement stage. Had it
been contracted, since this was a new construction all applicable permits (to
include environmental permit and corresponding EIA) would have been sought
by KEK - this was foreseen in the tender documents.

e Regarding Palaj SS: an Environmental Impact Assessment (EIA) was done.
Permitting for construction was done by local Municipality (Obiliq), but not
Ministry of Environment & Spatial Planning (MESP). Works are completed.

e Regarding Pristina VII substation, EIA was done. Environmental Permitting
was also done by MESP. Works are completed

e  Gjilian V — the construction of this new substation was a project initiated by the
Swiss Government and initially agreed with UNMIK in 2007. All funding is
provided by the Swiss Government and all procurement and contracting is
being undertaken in line with their standards and rules. KEK is simply a
beneficiary

Since Tt advised on the tender requirements for the above projects it is implicit that
the EP’s and EIA’s were obtained by KEK after discussion with Tt. Tt has provided
separately a list (and copies) to USAID of all KEK EIA’s and EP’s secured, to date.

With respect to the mine:

Mirash & Barsh Mines (which covers the Sitnica - extension): Exploitation from
this license area began in the 1960’s — in 2012 the last coal was excavated from
Mirash and Bardh (i.e. they are fully depleted). Any environmental permitting or
EIA for this area would have been done well before Tt's deployment in 2007

Sibove South West mine: MESP issued a decision in January 2007 granting an
Environmental Permit for exploitation of Sibove SW Mine. EIA and Social Impact
Assessment Study were performed by contractors engaged by KEK in connection
with opening the Sibove South West Mine. This was submitted on 22™ November
2009. All refurbishment works contracted by KEK on its main mining equigment
were undertaken in connection with opening the Sibove SW mine. The uly 2013
refurbishment of main mining equipment — which was foreseen as part of the planto
open the Sibove SW mine — was completed in 2012.
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Actions Required from KEK in 2007:

s Environmental Impact Assessment (EIA) for Kosovo A and
B TPPs,

e  EIA for Eastern Coal Mine;

e Environmental permit for Unit A5 refurbishment.

This is incorrect. These are not new systems.

A &B: Prior to 2011 — when KEK submitted its application for an IEP Permit -
KEK had secured a temporary environment permit from MESP in 2006 for
operating Kosova A and B TPP.

Eastern Coal mine (we assume this refers to Sitnica): This area of exploitation
is within the Mirash & Barsh Mines licensing area. Exploitation from this
license area began in the 1960’s — in 2012 the last coal was excavated from
Mirash and Bardh (i.e. they are fully depleted). Any environmental permitting
or EIA for this area would have been done well before Tt's deployment in 2007
AS: based on our interpretation of the applicable law (as confirmed by the
Ministry) — such refurbishments do not require an environmental permit.

Actions Required from KEK in 2008:
e EIA for Kosovo A and B TPPs,
e  Environmental Permit for Sitnica Mine,
e Environmental Permits for the construction of the Vaganicé
Substation;

A &B: See our comment above.

Sitnica: See our comment above.

Vaganice: As explained above, the construction of Vaganice substation did not
progress beyond the tender evaluation stage. Therefore, no permit was sought.

Actions Required from KEK in 2010:
e Environmental Permit for Sibove South West mine;
s Environmental Permit/or consent for the construction of a new
110/35/20 kV substation in the vicinity of Vaganicé.
e Environmental Permit for the refurbishment of water
treatment facility for the Kosovo B TPP;
e Environmental Permit for major overhaul of Unit Bl turbine

Sibove SW: MESP issued a decision in January 2007 granting an
Environmental Permit for exploitation of Sibove SW Mine. EIA and Social
Impact Assessment Study were performed by contractors engaged by KEK in
connection with opening the Sibovc South West Mine. This was submitted on
22" November 2009.

Vaganice: See our comment above

of the Kosovo B TPP in 2011. e  Water treatment plant: based on our interpretation of the applicable law (as
confirmed by the Ministry) — such refurbishment does not require an
environmental permit.
e Bl Overhaul: based on our interpretation of the applicable law (as confirmed
by the Ministry) — such work does not require an environmental permit.
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Actions Required from KEK in 2011:

EIA for Kosovo A TPP,

Integrated Environmental permit for Kosovo A TPP,
Environmental Permits for the Replacement of electrostatic
precipitators (ESP) for Units AS, A3 and A4 of the Kosovo
A Power Plant;

Environmental permit to clean the boiler of the Kosovo B
Power Plant;

Environmental permit for Major overhaul of Kosovo B
Power Plant;

Environmental permit /or consent for the construction of the
Pristina VII substation

Kosova A TPP: KEK’s application to MESP for the Integrated environmental
permit was submitted on 14® June 2011, and remains outstanding,

ESPs: based on our interpretation of the applicable law (as confirmed by the
Ministry) — the replacement of ESP’s does not require an environmental permit.
Boiler: based on our interpretation of the applicable law (as confirmed by the
Ministry) — such services do not require an environmental permit.

Overhaul of B: based on our interpretation of the applicable law (as confirmed
by the Ministry) — overhauls do not require an environmental permit.

Pristina VII: Regarding Pristina VII substation; EIA was done. Environmental
Permitting was also done by MESP. Works are completed

Actions Required from KEK in 2012:

Integrated Environmental permit for Kosovo A TPP,

EIA for Kosovo A TPP

Environmental Permit for installation of new Electrostatic
Precipitator (EP) for Kosovo A5 unit

Environmental Permit for installation of new EP for Kosovo
A3 unit

Environmental Permit for major overhaul of Unit A3;

Kosova A TPP: See comment above.
ESP: See comment above.
A3 Overhaul: See our comment above regarding overhauls.

10.0 FINDINGS,
CONCLUSIONS AND
RECOMMENDATIONS
10.1. Findings

AEAI P10: One of this report’s main findings is that although most of
the KEK NSP activities do not have direct environmental impacts since
the Contractor only advises the KEK Managing Director (MD), some
of the advisory activities still influenced actions taken by KEK that do
have direct impacts on the environment.

The words “although most” should be deleted.
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The Contractor’s 2009-2011 annual reports indicate positive | This is consistent with the type of activities conducted — not all have potential
developments in KEK in expanding coal production, increasing | environmental impacts

generation capacity and significantly improving the financial situation
of KEK. However, no positive environmental effects from the
Project’s assistance were reported. With some exceptions
(environmental review of the Kosovo B feasibility study and the
problems related to denunciation of the contract with Kosovo Coal),
environmental issues were not considered important during project
implementation. Moreover, environmental problems were addressed
selectively and not on a regular basis. T

KEK’s environmental management capacity did not improve over the
Project implementation period. This was not a requirement or objective of the project.

No value added was provided by the project in the improvement of
KEK compliance with the environmental legislation of Kosovo. During | The report fails to note that KEK did, in many instances secure EPs and EIAs where
2007-2012, all major overhaul works and repairs for Kosovo A and B | legally required (as outlined in the above Tt comments). In other areas where no EP
units were implemented without environmental permits. The same is | or EIA was secured it is highly questionable whether such documents were in fact
true of ongoing works related to the installation of new ESPs in | required.

Kosovo A.
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10.3 Recommendations

The Contractor is advised to:

1.

Monitor KEK’s activities in terms of compliance with
environmental legislation of Kosovo and international standards
and, if necessary, provide relevant recommendations and
guidance.
In September 2012 KEK applied to the Ministry of Environmental
Protection and Spatial Planning for Integrated Environmental
Permit for Kosovo A and Kosovo B TPPs. However, no EIA is
available for Kosovo A, which could serve as a good basis for
Integrated Environmental Permit. Therefore the Contractor is
advised to provide recommendation to KEK for the
implementation of EIA for Kosovo A. In addition to the Integrated
Environmental Permits it is also important to make sure that KEK
will apply for the following environmental permits :
e  Environmental Permit for installation of new Electrostatic
Precipitators (ESP) for Kosovo A3, A4 and AS5;
e Environmental Permit for planned major overhaul of Unit
A3 and emission limit value for A3 unit;
e Environmental Permit for Kosovo B Water Treatment
Facility;
e Environmental Permit for ash transportation from Kosovo
A
e Environmental Permits for Sibove, Sitnica and Mirash
lignite mines.
Obtaining of these environmental permits is necessary in order to
set up air emission limit values and wastewater discharge limits
for each unit of Kosovo A and B TPPs, including coal mines. This
will make it possible to carry out environmental monitoring in a
more efficient way
Revise the draft EDDR in accordance with Contractor’s
Environmental Due Diligence Procedures, specifying management
support to be provided to KEK relating to mitigation of the
potential environmental impacts of the specific 2012 activities that
management advice is being provided on and to environmental
management in general. .
Assist KEK in updating Emergency Response Plans for generation
facilities and mines in order to improve security of KEK assets and
to protect environment and human health in case of natural
disasters, i.e. flooding, fire, etc., or technical failures.

Tt found many of these recommendations are either not applicable or based on
incorrect information. For example, Kosovo A3 and AS and the water treatment
facility works have been finished already, so the request of an environmental permit
is not applicable anymore. Moreover, KEK was in communication with the Ministry
of Environment during the works to ensure they were aware of the scope of the
overhauls and rehabilitation, and there wasn’t a request for Environmental Permits
from the Ministry.

Actions to be taken:
e Ttwill keep a file on all environmental permits and EIAs available as part of
the documentation process.
o Tt will meet with the Ministry of Environment to discuss if an environmental
permit is required for the installation of the electrostatic precipitators in Kosovo
A4 If it is required, Tt will ensure KEK requests an Environmental Permit and
will use this process as part of the training agenda for KEK (see below). This
will serve as the basis for future KEK procedures regarding major overhauls
and maintenance requirements.
e  Aspart of the institutional and capacity building activities, Tt will organize a
series of trainings for KEK staff on environmental issues. Tt will make the
trainings as hands-on as possible, using previous and current activities as
examples. The training will be on the following topics
- Environmental legislation - this will include, depending on MESP staff
availability, a presentation by representatives of the MESP

- General environmental management - identification of environmental and
social aspects and impacts of coal mines and power plants, and associated
mitigation measures and monitoring procedures; EIA basics & procedures.

- The preparation of applications for environmental permits.

- Introduction to Environmental Management and the benefits of anISO
140001 certification.

e As part of the monitoring measures, Tt will assist KEK’s Environmental
Department to establish an environmental monitoring system of mining
operations

The NSP work with regards to improving security of assets refers to reducing the
potential for stealing, and not to the security of the mining and power plant
infrastructure. Since the development of ERPs for KEK would take much longer
than the life of Tt’s contract; Tt will conduct a gap analysis of KEK’s emergency
response plans (ERPs), and make recommendations for needed changes to KEK
ERPs. If no ERPs exist in KEK, Tt will develop a draft framework for ERPs,
investigate the cost and man months required to develop the ERPs for generation
and mines, prepare a memo for KEK on what an ERP entails, and draft a TOR for
KEK for development of such plans.
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Reference

Issue/extract from report

Tetra Tech ES, Inc.’s comments

Executive Summary
Main Findings

However, in the absence of the necessary application form in MESP,
the necessary documents were sent for review in September 2012. The
process has been delayed and the permits are still not issued. We
consider that this is mainly due to the MESP’s lengthy process of
receiving and reviewing applications. This practice should be changed
by the Ministry because it has negative impact not only on the
implementation on significant energy or other infrastructure
development projects in Kosovo, but also on business climate in
general and on environment

This recommendation is outside this review’s SOW.

In addition, the report does not fully outline the chronology of the IEP Permit
application for A and B TPP’s. KEK’s application to MESP for the Integrated
environmental permit was submitted on 14® June 2011, and remains outstanding.
Please note that at the time of original KEK application MESP had not published the
required format for the application (as was required by law). Therefore, KEK
prepared the application as best it could - based on the information requested by
law. InMarch 2012 MESP requested that KEK re-submit the application using its
newly published form, which KEK duly did in September 2012. We understand
from KEK that no EIA was prepared for Kosova A TPP for the simple reason that —
at the time of submission — the Government was intent on closing the power plant
(in 2009 the Prime Minister declared the Kosovo Government’s decision to close
TPP Kosovo A by 2014/15).

Prior to 2011, KEK had secured a temporary environment permit from MESP in
2006 for operating Kosova A and B TPP.

However, no positive environmental effects from the Project’s
assistance were reported. With some exceptions (environmental review
of the Kosovo B feasibility study and the problems related to
denunciation of the contract with Kosovo Coal), environmental issues
were not considered important during project implementation

They were considered, hence the constant communication between KEK and MESP.

The Contractor also coached 265 KEK employees on billing, managing
customer accounts and collection. No trainings were implemented in
environmental management and the staff of the environmental
department was not involved in the other capacity building activities,
hence environmental managerial capacity in KEK remains weak.
Environmental education and training should be an important part of
the project dealing with any energy company

This is a very generic comment. The project did not foresee some of the activities,
and a programmatic approach to training was not part of the project’s SOW either.

Project planners and technical staff and engineers alike need to be
trained adequately to recognize how project activities can affect the
environment in order to foresee their adverse impacts. They should be
able to examine ways in which sound environmental management and
sustainable development can occur simultaneously.

This could be a project in itself, with a very different and large budget and set of
objectives and results. This paragraph is not realistic in terms of budget and
contracting requirements.
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No value added was provided by the project in the improvement of
KEK compliance with the environmental legislation of Kosovo.

This was not a requirement.

During 2007-2012, all major overhaul works and repairs for Kosovo A
and B units were implemented without environmental permits. The
same is true of ongoing works related to the installation of new ESPs in
Kosovo A.

We do not agree with this interpretation of Law No. 03/L-024. It suggests that any
overhaul or repair works of generating plants — to include replacement of ESPs,
requires an EIA and Environment Permit — without any analysis of the scope or
content of the overhaul/repair works. Such an approach is impractical and
unwieldy. A more logical approach would be to treat such works as falling within
Annex 2 of the Law — and review the works against the criteria outlined in Annex 3
of the Law (e.g., size of the project, environmental impact, environmental sensitivity
of the geographic location, pollution involved, waste produced). In this respect, it
should be noted that KEK communicates on a regular basis with MESP and informs
them of the ongoing and planned projects at the power plants. To date, MESP has
not raised any issues in connection with the projects presented by KEK (including
the ESPs) other than their concern that all hazardous waste be disposed of in an
environmentally sound manner and in accordance with the applicable law (which is
already expressly spelled out in the applicable contracts). At present, all generation
overhauls have been completed — other than A4 which is planned for 2013.

The improved operation of lignite mines and procurement of the
associated mining equipment increased coal production; however
without timely preparation of an EIA and without the implementation
of environmental mitigation measures as per EIA for the reduction of
dust during the mining and transport operations and prevention of
pollution of surface and ground water, the project results cannot be
considered environmentally safe. (

The report should be more precise in its description of KEK mines:

e  Mirash & Barsh Mines (which covers the Sitnica extension): Exploitation from
this license area began in the 1960°s — in 2012 the last coal was excavated from
Mirash and Bardh (i.e. they are fully depleted). Any environmental permitting
or EIA for this area would have been done well before Tt's deployment in 2007.

e Sibove South West mine: MESP issued a decision in January 2007 granting an
Environmental Permit for exploitation of Sibove SW Mine. EIA and Social
Impact Assessment Study were performed by contractors engaged by KEK in
connection with opening the Sibovc South West Mine. This was submitted on
22" November 2009. All refurbishment works contracted by KEK on its main
mining equipment were undertaken in connection with opening the Sibove SW
mine. The refurbishment of main mining equipment — which was foreseen as
part of the plan to open the Sibove SW mine — was completed in 2012.

In general, the environmental legislation of Kosovo is in compliance
with key EU Environmental Directives. However, the main problem in
Kosovo is the low level of enforcement of the environmental
legislation. This applies to the process of preparing ESIAs and
obtaining environmental permits in general. The experience of the
KEK NSP Project is a case in point.

This is a subjective comment and assumption. MESP did not require environmental
permits nor EIAs for the work mentioned by AEATL
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1.0 OBJECTIVES AND

SOW requires documenting all Project activities and then for each one

1 also applies. This review was not only for the few activities AEAI determined to

SCOPE OF | determining whether they had: have a potential impact, but also for those that do not.
ENVIRONMENTAL 5. No potential to affect the environment, or;
REVIEW 6. The potential to affect the environment, but proper
safeguards were planned and implemented, or;
7. The potential to affect the environment, but proper
safeguards were not planned and/or implemented, but
corrective and preventive actions were developed and
implemented;
8. The potential to affect the environment, but proper
safeguards not planned and/or implemented and no
corrective and preventive action were developed and /or
implemented.
Where 2 or 3 have been determined to apply, the assessment shall
provide objective of evidence of the safeguards and corrective action
plans
4.0 ANALYSIS OF KEK | The KEK Network Supply Project (The Project) was awarded to PA | Task Order was awarded in Dec 18, 2006, team mobilized in January 7, 2007.
NETWORK AND Government Services Team (subsequently purchased by Tetra Tech in | PAGS was not purchased by Tt until July 2010.
SUPPLY PROJECT December 2006) in 2004 as a project to support privatization of the
ACTIVITIES distribution company.
4.2 Analysis of KEK Trepca Bypass. During Quarter 4, the Contractor received an urgent | Tt only advised KEK on construction of one high voltage line (Trepca by pass),
Network and Supply request from the GoK to address a security issue relating to Kosovo’s | which was built in January 2008, as a matter of national security (declaration of

Project Activities in 2007

power transmission network in the wake of Kosovo’s declaration of
independence. To prevent possible Serbian interference in power
transmission, the Contractor assisted KEK in preparing preliminary
designs and cost estimates for the Trepca Bypass, €500,000 was
obtained from SRSG for its construction; and a tender was prepared for
selecting a contractor to build the 7 kilometer 110 kV line.

independence) and in extreme urgency — in which case EIA’s are typically waived.

4.3 Analysis of KEK
Network and Supply
Project Activities in 2008

Mining Operations: “... The Contractor helped drafting the contract
terms for the rehabilitation of spreaders and conveyor belts, which are
part of the overburden removal systems. As a result the new Sitnica
Mine began production in late September as scheduled and full
production capacity was reached in Q4. The mine produced 400,000
tons of coal in 2008.”

Thermal Generation: “The MD signed the contract for the additional
boiler work on Unit A5 per Contractor’s recommendations.”

Assistance to KEK with drafting tender dossiers for two new bucket
wheel excavators.

For clarification, the signing of contracts relating to overburden system equipment
had no bearing on opening the Sitnica mine.

Again, for clarification, Tt’s recommendation regarding the signing of the additional
boiler work contract was largely a legal/contractual consideration and not technical.
With respect to drafting the tender dossier for two new bucket wheel excavators —
Tt‘s assistance was focused on administrative and commercial terms (to ensure a
clean procurement process). However, the tender failed and no new excavator was
purchased
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4.4 Analysis of KEK
Network and Supply
Project Activities in 2009

Coal strategy. Due to a state emergency regarding KEK’s rapidly
dwindling coal supplies, the Contractor provided technical assistance
to KEK management in developing a revised mining strategy that was
presented to and supported by the World Bank, US Embassy and other
stakeholders. KEK adopted the strategy and moved forward with its
implementation.

Monitoring The Contractor monitored the implementation of the
contract for removing 5.5 million cubic meters of overburden by a
contractor using trucks and shovels. The contract was successfully
completed during the Q4, and the first coal bench of the new SSW
mine became visible.

By way of clarification, the ‘mining strategy’ was largely focused on a procurement
strategy for new equipment and/or refurbishment of existing equipment taking into
account (i) the limited time available for opening the new SSW mine; and (ii) the
limited funds available.

The monitoring of contract implementation for removing overburden using trucks
and shovels was focused on ensuring proper contract administration and reducing
possible manipulation or fraud.
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4.5 Analysis of KEK
Network and Supply
Project Activities in 2010

Conclusions

According to IEE, all the above mentioned activities were subject to
Environmental Review; however, no environmental review was done
with exception of the Kosovo B TPP. KEK was not advised to
implement EIA for SSW mine and Kosovo A TPP. KEK never applied
for environmental permit for overhaul and repair of Kosovo A and B
TPP units and for the Construction of new substations.

According to the Contractor, assistance was provided to KEK in
improvement of security of assets, however, no emergency response
plans developed for Kosovo A and B TPPs which significantly
downgrades efficiency of the Contractor’s work.

Please note that an Environmental and Social Impact Assessment Study had already
been performed by contractors engaged by KEK in connection with opening the
Sibove South West Mine. This was submitted on 22™ November 2009.

All refurbishment works contracted by KEK on its main mining equipment were
undertaken in connection with opening the SSW mine.

With respect to overhaul works at Kosova A and B — see comment Tt 12 above.

The Vaganice substation did not proceed beyond the procurement stage. Had it
been contracted, since this was a new construction all applicable permits (to include
environmental permit and corresponding EIA) would have been sought by KEK —
this was foreseen in the tender documents.

Regarding Palaj SS: an Environmental Impact Assessment (EIA) was done.
Permitting for construction was done by local Municipality (Obilig), but not
Ministry of Environment & Spatial Planning (MESP). Works are completed.

Regarding Pristina VII substation; EIA was done.
also done by MESP. Works are completed

Environmental Permitting was

This is out of context. Security of assets means ensuring people don’t steal meters
and other items of KEK. It has nothing to do with ERPs. Indeed, Tt’s assistance to
KEK in the form of securing assets was (and remains) focused on protection of the
assets from theft and abuse — and to avert asset stripping in the lead up to
privatization. This is reflected in the experience of Tt’s resident security advisor as
a former law enforcement officer and his statement of work. Therefore, the
production of an emergency response plan for KEK generation has never been
included in the project’s work plan. This comment needs to be deleted.
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4.6 Analysis of KEK
Network and Supply
Project Activities in 2011

The Contractor continued to provide guidance to the MD for his
oversight of ongoing hydraulic ash transfer project for the A units.
Deficiencies in the original technical specifications have led to
additional work being needed, which has contributed to delays in
project implementation and costs exceeding the budget.

Supporting KEK in preparing the technical specifications for the
construction of ... Gjilani 110/20(10) kV Substation.

This project was instigated by the WB and Dutch Government as part of CLRP.
The Project Implementation Unit, which oversees the work is funded by the
WB/Dutch Government. KEK has been required to finance over 8m Euros of the
works owing to WB/Dutch Government funding shortfalls. Unfortunately, proper
implementation of the project has been lacking, for instance: (i) deficient technical
specifications; (i) continuous delays by the contractor; and (iii) costs exceeding
budget.  Since KEK is funding the majority of the work and is the ultimate
beneficiary it has a vested interest in addressing these deficiencies in a timely
manner. Tt has provided largely legal advice to KEK MD on the contract terms and
what, if any remedies are available to KEK at this stage against the contractor.

By way of clarification, the Project was initiated in 2006/7 by Swiss Government.
Funded entirely by Swiss donation. Permitting was done by local Municipality
(Gjilan), but not MESP. Works are completed.

4.7 Analysis of KEK
Network and Supply
Project Activities in 2012

In order to contribute to the implementation of EDD in practice the
AEAI Team analyzed planned activities of KEK for 2012 as described
in the Contractor’s 2011 Annual Report. These activities are:

e Purchase of new electrostatic precipitators for two units and
hydraulic ash transfer for the Kosovo A TPP (€25 million),

e Major capital overhauls of Unit A3 (Kosovo A TPP) and Unit Bl
(Kosovo B TPP) (approximately €35 million),

e Construction of Pristina VII substation (€5 million),

e Rehabilitation of Stacker Reclaimer for Kosovo B coal yard (€10
million), and works on SSW mine contracts.

The implementation of these activities may result in potential
environmental impact. Hence, the Contractor should carefully review
all the activities and advice KEK on applicable mitigation measures.
Relevant actions should also be reflected in the EDDR.

Update on these activities:

e ESP’s: Only A4 remains to be completed.

e ESP’s: AS5and A3 were completed in 2012, and only A4 remains to be

completed in 2013.

Hydraulic ash transport: Should be completed in 2013.

Overhauls: Only A4 to be undertaken (in Spring/Summer 2013).

Pristina VII Substation: completed in December 2012.

Rehabilitation of Stacker Reclaimer for Kosovo B coal yard: Procurement

cancelled.

e Works on SSW mine contracts: Not clear what this relates to — no other capital
investments are foreseen in the near term. However, all other works contracted
for SSW mine (excavators, conveyer belts, spreaders) have been completed.
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6.0 OVERVIEW OF
THE
ENVIRONMENTAL
LEGISLATION

Therefore, to ensure effective implementation of environmental
legislation at a satisfactory level, the following short and medium term
steps should be undertaken:

Elevate the priority of the state of the environment and make a
significant commitment in this regard.

Implement  sustainable integrated  natural
management for employment and economic growth
Develop environmental educational programs, increasing
public awareness and scientific understanding of
environmental concepts

Provide capacity building to, and strengthen the role of, the
environmental inspectorate in environmental monitoring and
enforcement

Implement environmental management systems at all levels
Establish an eco-fund to provide the necessary financial
means for environmental protection

Participate in regional and international forums and networks.
Develop adaptations to climate variability

resource

This is not relevant to this environmental review of KEK NSP.
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7.0 Compliance of KEK
Activities with
Environmental
Legislation

KEK’s activities related to the mining operations, overhaul and repair
of Kosovo A and B units, replacement and rehabilitation of mining
equipment required EIAs in accordance to category 16: “extraction
and processing of coal, lignite and bituminous minerals with a
production capacity of fifty thousand tones per year or more”
(Extractive Industry), and/or category 18: “thermal power stations and
other combustion installations with a heat output of 50 MW or more”
(Energy Industry) of the Annex 1 of the law. Environmental consent
from the Ministry of Environmental Protection and Spatial Planning
was necessary for the activities related to the expansion of 110 ky.
lines and for the construction of new substation.

Tt only advised KEK on construction of one high voltage line (Trepca by pass),
which was built in January 2008, as a matter of national security (declaration of
independence) and in extreme urgency — in which case EIA’s are typically waived.

With respect to overhaul works at Kosova A and B — to include refurbishment of
water treatment plant at TCC B and New ESPs at TCC A - see comment Tt 12
above.

With respect to substations (as mentioned elsewhere):

e The Vaganice substation did not proceed beyond the evaluation stage. Had it
been contracted, since this was a new construction all applicable permits (to
include environmental permit and corresponding EIA) would have been sought
by KEK - this was foreseen in the tender documents.

e Regarding Palaj SS: an Environmental Impact Assessment (EIA) was done.
Permitting for construction was done by local Municipality (Obilig), but not
Ministry of Environment & Spatial Planning (MESP). Works are completed.

e Regarding Pristina VII substation; EIA was done. Environmental Permitting
was also done by MESP. Works are completed

e  Gjilian V — the construction of this new substation was a project initiated by the
Swiss Government and initially agreed with UNMIK in 2007. All funding is
provided by the Swiss Government and all procurement and contracting is
being undertaken in line with their standards and rules. KEK is simply a
beneficiary

With respect to the mine:

Mirash & Barsh Mines (which covers the Sitnica - extension): Exploitation from this
license area began in the 1960°s — in 2012 the last coal was excavated from Mirash
and Bardh (i.e. they are fully depleted). Any environmental permitting or EIA for
this area would have been done well before Tt's deployment in 2007

Sibove South West mine: MESP issued a decision in January 2007 granting an
Environmental Permit for exploitation of Sibove SW Mine. EIA and Social Impact
Assessment Study were performed by contractors engaged by KEK in connection
with opening the Sibove South West Mine. This was submitted on 22™ November
2009. All refurbishment works contracted by KEK on its main mining equipment
were undertaken in connection with opening the Sibove SW mine. The
refurbishment of main mining equipment — which was foreseen as part of the plan to
open the Sibove SW mine — was completed in 2012.
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Actions Required from KEK in 2007:

s Environmental Impact Assessment (EIA) for Kosovo A and
B TPPs,

e  EIA for Eastern Coal Mine;

e Environmental permit for Unit A5 refurbishment.

This is incorrect. These are not new systems.

A &B: Prior to 2011 — when KEK submitted its application for an IEP Permit -
KEK had secured a temporary environment permit from MESP in 2006 for
operating Kosova A and B TPP.

Eastern Coal mine (we assume this refers to Sitnica): This area of exploitation
is within the Mirash & Barsh Mines licensing area. Exploitation from this
license area began in the 1960’s — in 2012 the last coal was excavated from
Mirash and Bardh (i.e. they are fully depleted). Any environmental permitting
or EIA for this area would have been done well before Tt's deployment in 2007
AS: based on our interpretation of the applicable law — such refurbishments do
not require an environmental permit.

Actions Required from KEK in 2008:
e EIA for Kosovo A and B TPPs,
e  Environmental Permit for Sitnica Mine,
e Environmental Permits for the construction of the Vaganicé
Substation;

A &B: See our comment above.

Sitnica: See our comment above.

Vaganice: As explained above, the construction of Vaganice substation did not
progress beyond the evaluation stage. Therefore, no permit was sought.

Actions Required from KEK in 2010:

e Environmental Permit for Sibove South West mine;

s Environmental Permit/or consent for the construction of a new
110/35/20 kV substation in the vicinity of Vaganicé.

e Environmental Permit for the refurbishment of water
treatment facility for the Kosovo B TPP;

e Environmental Permit for major overhaul of Unit Bl turbine
of the Kosovo B TPP in 2011.

Sibove SW: MESP issued a decision in January 2007 granting an
Environmental Permit for exploitation of Sibove SW Mine. EIA and Social
Impact Assessment Study were performed by contractors engaged by KEK in
connection with opening the Sibovc South West Mine. This was submitted on
22" November 2009.

Vaganice: See our comment above

Water treatment plant: based on our interpretation of the applicable law — such
refurbishment does not require an environmental permit.

B1 Overhaul: based on our interpretation of the applicable law — such work
does not require an environmental permit.
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Actions Required from KEK in 2011:

EIA for Kosovo A TPP,

Integrated Environmental permit for Kosovo A TPP,
Environmental Permits for the Replacement of electrostatic
precipitators (ESP) for Units AS, A3 and A4 of the Kosovo
A Power Plant;

Environmental permit to clean the boiler of the Kosovo B
Power Plant;

Environmental permit for Major overhaul of Kosovo B
Power Plant;

Environmental permit /or consent for the construction of the
Pristina VII substation

e Kosova A TPP: KEK’s application to MESP for the Integrated environmental
permit was submitted on 14® June 2011, and remains outstanding,

e ESPs: based on our interpretation of the applicable law — the replacement of
ESP’s does not require an environmental permit.

e Boiler: based on our interpretation of the applicable law — such services do not
require an environmental permit.

e  Overhaul of B: based on our interpretation of the applicable law — overhauls do
not require an environmental permit.

e DPristina VII: Regarding Pristina VII substation; EIA was done. Environmental
Permitting was also done by MESP. Works are completed

Actions Required from KEK in 2012:

Integrated Environmental permit for Kosovo A TPP,

EIA for Kosovo A TPP

Environmental Permit for installation of new Electrostatic
Precipitator (EP) for Kosovo A5 unit

Environmental Permit for installation of new EP for Kosovo
A3 unit

Environmental Permit for major overhaul of Unit A3;

e Kosova A TPP: See comment above.
e ESP: See comment above.
e A3 Overhaul: See our comment above regarding overhauls.

10.0 FINDINGS,
CONCLUSIONS AND
RECOMMENDATIONS
10.1. Findings

One of the main findings of the environmental review report is that
although most of the KEK NESP activities do not have direct
environmental impacts since the Contractor only advises the KEK MD

The words “although most” should be deleted
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The Contractor’s 2009-2011 annual reports indicate positive | This is consistent with the type of activities conducted — not all have potential
developments in KEK in expanding coal production, increasing | environmental impacts

generation capacity and significantly improving the financial situation
of KEK. However, no positive environmental effects from the
Project’s assistance were reported. With some exceptions
(environmental review of the Kosovo B feasibility study and the
problems related to denunciation of the contract with Kosovo Coal),
environmental issues were not considered important during project
implementation. Moreover, environmental problems were addressed
selectively and not on a regular basis. T

KEK’s environmental management capacity did not improve over the
Project implementation period. This was not a requirement or objective of the project.

No value added was provided by the project in the improvement of
KEK compliance with the environmental legislation of Kosovo. During | The report fails to note that KEK did, in many instances secure EPs and EIAs where
2007-2012, all major overhaul works and repairs for Kosovo A and B | legally required (as outlined in the above Tt comments). In other areas where no EP
units were implemented without environmental permits. The same is | or EIA was secured (and which this report seeks to vilify) it is highly questionable
true of ongoing works related to the installation of new ESPs in | whether such documents were in fact required!

Kosovo A.
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10.3 Recommendations

The Contractor is advised to:

4

Monitor KEK’s activities in terms of compliance with
environmental legislation of Kosovo and international standards
and, if necessary, provide relevant recommendations and
guidance.
In September 2012 KEK applied to the Ministry of Environmental
Protection and Spatial Planning for Integrated Environmental
Permit for Kosovo A and Kosovo B TPPs. However, no EIA is
available for Kosovo A, which could serve as a good basis for
Integrated Environmental Permit. Therefore the Contractor is
advised to provide recommendation to KEK for the
implementation of EIA for Kosovo A. In addition to the Integrated
Environmental Permits it is also important to make sure that KEK
will apply for the following environmental permits :
e  Environmental Permit for installation of new Electrostatic
Precipitators (ESP) for Kosovo A3, A4 and AS5;
e Environmental Permit for planned major overhaul of Unit
A3 and emission limit value for A3 unit;
e Environmental Permit for Kosovo B Water Treatment
Facility;
e Environmental Permit for ash transportation from Kosovo
A
e Environmental Permits for Sibove, Sitnica and Mirash
lignite mines.
Obtaining of these environmental permits is necessary in order to
set up air emission limit values and wastewater discharge limits
for each unit of Kosovo A and B TPPs, including coal mines. This
will make it possible to carry out environmental monitoring in a
more efficient way
Revise the draft EDDR in accordance with Contractor’s
Environmental Due Diligence Procedures, specifying management
support to be provided to KEK relating to mitigation of the
potential environmental impacts of the specific 2012 activities that
management advice is being provided on and to environmental
management in general. .
Assist KEK in updating Emergency Response Plans for generation
facilities and mines in order to improve security of KEK assets and
to protect environment and human health in case of natural
disasters, i.e. flooding, fire, etc., or technical failures.

Tt found many of these recommendations are either not applicable or based on
incorrect information. For example, Kosovo A3 and AS and the water treatment
facility works have been finished already, so the request of an environmental permit
is not applicable anymore. Moreover, KEK was in communication with the Ministry
of Environment during the works to ensure they were aware of the scope of the
overhauls and rehabilitation, and there wasn’t a request for Environmental Permits
from the Ministry.

In any event, Tt has proposed certain preventative/corrective actions in in the
project’s revised Environmental due diligence (EDD) & Environmental Mitigation
and Monitoring Plan (EMMP), which was approved by USAID in March 2013.

Tetra Tech ES, Inc. Statement of Differences Page 25 of 25

July 2013





image1.png
USAID | KOSOVO

NGA POPULLI AMERIKAN
OD AMERICKOG NARODA





