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Complaint to the EIB's complaint mechanism - Failure of the European
Investment Bank to ensure proper climate impact assessment for Trans Adriatic
Pipeline (TAP) and Trans Anatolian Natural Gas Pipeline (TANAP) projects

Introduction and project context

1. The European Investment Bank approved loans to the Trans Adriatic Pipeline (TAP) Project on 6%
February 2018 and the Trans Anatolian Natural Gas Pipeline (TANAP) on 15th March 2018. Both
projects are considered by the bank as parts of the Southern Gas Corridor which in addition
comprises the Shah Deniz gas field and the South Caucasus Pipeline with its expansion through
Azerbaijan and Georgia to Turkey?.

2. The Southern Gas Corridor has also been included in the list of Projects of Common Interest in the
Commission Delegated Regulation (EU) 2018/540 of 23 November 2017 and is defined wider than in
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adriatic-pipeline-tap.htm?f=search&media=search
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the EIB’s definition?. The investments financed by the Bank are part of the PCl project (the 3"/4% PCl
list) number 7.1 which comprises “dedicated and scalable transport infrastructure and associated
equipment for the transportation of a minimum of 10 bcm/a® of new sources of gas from the Caspian
Region, crossing Azerbaijan, Georgia and Turkey and reaching EU markets in Greece and Italy, and
including the following PCls:

e Gas pipeline to the EU from Turkmenistan and Azerbaijan, via Georgia and Turkey, [currently
known as the combination of ‘Trans-Caspian Gas Pipeline’ (TCP), ‘South-Caucasus Pipeline
FutureExpansion’ (SCPFX) and ‘Trans Anatolia Natural Gas Pipeline’ (TANAP)

e Gas pipeline from Greece to Italy via Albania and the Adriatic Sea [currently known as ‘Trans-
Adriatic Pipeline’ (TAP)], including metering and regulating station and compressor station at
Nea Messimvria”

3. Article 309 of the Treaty on the Functioning of the European Union (TFEU) states as follows:

The task of the European Investment Bank shall be to contribute, by having recourse to the
capital market and utilising its own resources, to the balanced and steady development of the
internal market in the interest of the Union. For this purpose the Bank shall, operating on a
non-profit-making basis, grant loans and give guarantees which facilitate the financing of the
following projects in all sectors of the economy:

(c) projects of common interest to several Member States which are of such a size or nature

that they cannot be entirely financed by the various means available in the individual Member

States.
4. Reference to the concept of projects of common interest is also made in Article 171 TFEU, which
deals with trans-European Networks and which requests the Union to “establish a series of guidelines
covering the objectives, priorities and broad lines of measures envisaged in the sphere of trans-
European networks; these guidelines shall identify projects of common interest ». In our view the use
of the term “project of common interest” in Article 309 of the TFEU is intended to be interpreted in
the same manner as in Article 171 —i.e. in the sphere of trans-European networks in the areas of
transport, telecommunications and energy infrastructures. Therefore projects approved by the Bank,
namely TAP and TANAP, should be considered in the framework of Commission Delegated Regulation
(EU) 2018/540 as components of the PCl project number 7.1 for the transportation of a minimum of
10 bcm/a of new sources of gas from the Caspian Region, crossing Azerbaijan, Georgia and Turkey
and reaching EU markets in Greece and lItaly.

5. Article 11 of the TFEU establishes that environmental protection requirements must be integrated
into the definition and implementation of the Union's policies and activities, in particular with a view
to promoting sustainable development. The EIB’s Statement of Environmental and Social Principle
and Standards (Statement) draws from the Treaty environmental principles and requires that
environmental considerations be appropriately weighed in the projects it finances. In particular the
Statement adopts the precautionary principle requiring environmental damage to be rectified at
source (EIB’s Statement point 23-30).

2 https://eur-lex.europa.eu/legal-
content/EN/TXT/?uri=uriserv:0J.L_.2018.090.01.0038.01.ENG&toc=0J:L:2018:090:TOC
310 bcm/a means 10 billion cubic meters annually



6. The EIB’s Statement, in points 75-82, endorses the findings in the assessment reports of the UN
Intergovernmental Panel on Climate Change (IPCC), and accepts that projects it finances today have a
role in determining the concentrations of GHGs in the atmosphere for several decades to come and
therefore, the extent of climate change in the future. It also commits the EIB to align its activities
with the EU’s climate change policy. Furthermore it requires that project’s promoters estimate
expected project GHG emissions. For projects that produce significant quantities of GHG emissions,
the EIB incorporates the costs of such emissions into the financial and economic analyses that inform
its financing decision.

7. The explanation of the values and units used is the following:

10 bcm annually — refers to the initial capacity of TAP in the EIB’s Environmental and Social Data
Sheets (ESDS), in billion cubic meters annually

20 becm annually — refers to the maximal design capacity for TAP, in billion cubic meters annually

24 bcm annually — refers to the design capacity of TANAP in the second stage of the project, in billion
cubic meters annually

31 bcm annually — refers to the nominal capacity of TANAP 31 bcm annually in high-flow case for the
third stage of the project, in billion cubic meters annually

16 Gm? annually — refers to the initial capacity of TANAP in the EIB’s ESDS 16, in billion cubic meters
annually

The complainants request the Complaints Mechanism to assess the following issues:

Allegation 1: Irregularities in the Environmental and Social Impact Assessments
(ESIAs). The EIB failed to require project promoters to provide climate impact
assessment for TAP and TANAP projects within their entire area of influence.

8. EIB’s Environmental and Social Practices Handbook (Handbook) requires the project promoter
identify, describe and assess both adverse and positive, direct, indirect and induced environmental
and social impacts, cumulative and in-combination impact/effects associated with the operation, its
ancillary or associated facilities and the project area of influence (point 5 “Assessment”, page 13).
The project area of influence has been defined in the Handbook as areas, individuals and
communities impacted beyond the footprint of the project or activity by cumulative impacts from
further planned development of the project or other sources of similar impacts in the geographical
area, any existing project or condition, and other project-related developments that can realistically
be expected at the time due diligence is undertaken.

9. The Handbook also requires that all operations located in the EU, Candidate and potential
Candidate countries, which are likely to have significant effects on the environment, human health
and well-being and may interfere with human rights, will be subjected to an assessment according to
the EU EIA Directive 2011/92/EU. In addition if applicable the EIA may be complemented by other
assessments in line with relevant EU legislation and best international practice and under the



umbrella of the ESIA, such as a climate change impact assessment (point 7-9 Handbook). The
consideration of the impact of projects on the climate is related to the Handbook’s requirement that
all operations (of the Bank) comply with the United Nation Framework Convention on Climate
Change and its UNFCCC’s Kyoto Protocol (point 7).

10. The United Nation Framework Convention on Climate Change from 1992 and its UNFCCC’s Kyoto
Protocol from 1998 acknowledge that human activities have been increasing the atmospheric
concentration of greenhouse gasses and call for the Parties to the convention to adopt policies and
measures to combat this process and to protect the climate for the present and future generations.
The Convention requests the parties to take precautionary measures to anticipate, prevent or
minimize the cause of climate change and mitigate its adverse effects. The Parties of this Convention
commit to take climate change considerations into account in their relevant social, economic and
environmental policies and actions and employ appropriate methods, for example impact
assessments, with the view to minimizing adverse effects (article 4 of the Convention). Subsequently
in the UNFCCC'’s Kyoto Protocol, the implementing Parties committed to, implement policies and
measures to limit and/or reduce methane emissions in the distribution of energy (article 2.1a).
Parties to the Protocol also agreed that global warming potentials of emissions shall be those
accepted by the Intergovernmental Panel on Climate Change and that they shall be regularly
reviewed (article 5 of the Protocol).

11. Therefore, both TAP and TANAP should be subject to climate impact assessments, which should
have been required by the EIB, in order to anticipate the level of greenhouse gas emissions that will
be triggered by the realization and operation of these infrastructure projects. Such assessments
should also identify and assess the significance of the project climate impacts and should propose
possible mitigation measures to prevent or minimize the level of greenhouse gasses emissions and -
in case they are unavoidable —to compensate them.

12. Both TAP and TANAP projects are integral parts of the Southern Gas Corridor as dedicated and
scalable infrastructure and associated equipment for the transportation of a minimum of 10 bcm/a
of new sources of gas from the Caspian Region. There are other projects included in the Southern
Gas Corridor — which should have been considered during EIB’s due diligence process - as described
above in points 1 and 2.

13. Therefore the assessment of the climate impact of TAP and TANAP, including estimations of GHG
emissions, should take into account the entire Southern Gas Corridor to account for all emissions of
greenhouse gasses related to the extraction, transportation and use of fossil gas, in order to properly
incorporate the cost of such emissions into the financial and economic analyses that informs the
Bank financing, in line with the EIB’s Statement.

14. For the Trans Adriatic Pipeline, the Environmental and Social Impact Assessment (ESIA) was
divided into three separate parts; Greek, Albanian and Italian. ESIAs for the Greek and Albanian
sections of TAP include assessments of the impacts of the respective TAP sections on the climate.
These assessments include calculations of greenhouse gasses emissions into the air within the
boundaries of the respective countries: Greece: Greenhouse Gas Emissions are calculated in the



Integrated ESIA Greece, Section 8 Assessment of Impacts and Mitigation Measures (page 32-34)%. The
calculation was based on the assumption that the project runs on the maximum capacity of the
pipeline, 20 billion of cubic meters (bcm) of gas annually. It included emissions from the two
compressor stations (combustion and venting activities). Fugitive emissions were considered
negligible and therefore not included in the final calculations. It was calculated that in total the
project will emit approximately 958,826 tons COxequivalent/ye€ar, within the boundaries of Greece.

Albania: Greenhouse Gas Emissions are calculated in the ESIA Albania Section 8 - Assessment of
Impacts and Mitigation Measures (page 130)°. The calculation was based on the assumption that the
project runs on the maximum capacity of the pipeline, 20 billion of cubic meters (bcm) of gas
annually. It included emissions from the two compressor stations (combustion and venting activities).
It was calculated that in total the project will emit approximately 706,000 tons CO; equivalent/Y€Qr,
within the boundaries of Albania.

Italy: the ESIA for Italy did not calculate greenhouse gasses emissions, considering the impacts as
insignificant (see ESIA Italy - Section 8 Assessment of Impacts and Mitigation Measures®). The ESIA
Italy has failed to comply with the EIB’s requirements for climate impact assessment.

15. The project promoter, Trans Adriatic Pipeline AG, did not provide information on the projects
expected greenhouse gasses emissions for the entire area of influence of TAP which should be
understood as the entire Southern Gas Corridor starting from the extraction site Shah Deniz. The
ESIA has not accounted for the greenhouse gas emissions from burning the transported fuel in the
intended installations such as power plants.

Therefore the promoter Trans Adriatic Pipeline AG failed to identify, describe and assess both
adverse and positive, direct, indirect and induced environmental and social impacts, cumulative
and in-combination impact/effects associated with the operation, its ancillary or associated
facilities and the project area of influence in line with the point 5 “Assessment” of the EIB’s
Handbook by failing to provide proper and accurate climate impact assessment as required by the
EIB’s Statement.

16. For TANAP, emissions of greenhouse gasses were calculated in the ESIA Chapter 8’. Calculations
included the construction, operation and decommissioning phases and, similarly to TAP’s impact
calculations, emissions from the compressor stations (venting and combustion activities) were
accounted for a capacity of the pipeline of 24 becm annually®. In addition, methane leakages from
compressor stations, pipeline and metering stations were also taken into account. It was calculated
that in total the project when operational will emit approximately 1,956,049 tons CO2cquivalent/year

4 https://www.tap-
ag.com/assets/07.reference_documents/english/esias/greece/ESIA_Greece_Section_8_ Assessment_of Impact
s_and_Mitigation_Measures.pdf

> https://www.tap-ag.com/assets/07.reference_documents/english/esias/albania/AALOO-ERM-641-Y-TAE-
1010_03--ESIA_Albania_SECTION_8 - Assessment_of_Impacts_and_Mitigation_Measures.pdf

® https://www.tap-ag.com/assets/07.reference_documents/english/esias/italy/030-Section-8---Assessment-of-
Impacts-and-Mitigation-Measures.pdf

7 https://www.tanap.com/reference-documents/

8 ESIA covers stages 1 and 2 when the pipeline reaches the capacity of 24 bcm, however its nominal design
capacity is 31 bcm, see TANAP ESIA Chapter 2, page 19



within the boundaries of Turkey. Emissions during the construction will reach 78,883 tons
CO2cquivatent/year whereas during the decommissioning 7,888 tons CO2cquivalent/year.

The TANAP ESIA’s greenhouse gasses emissions assessment does not take into account the
cumulative global impacts of the project on climate in relation to the development of infrastructure
necessary for gas extraction and transportation through the other sections of Southern Gas Corridor
as described in point 2 of this complaint. The ESIA has not accounted for the greenhouse gasses
emissions from burning the transported fuel in the intended installations such as power plants.

Therefore the promoter TANAP Dogalgaz lletim AS failed to identify, describe and assess both
adverse and positive, direct, indirect and induced environmental and social impacts, cumulative
and in-combination impact/effects associated with the operation, its ancillary or associated
facilities and the project area of influence in line with the point 5 “Assessment” of the EIB’s
Handbook by failing to provide proper and accurate climate impact assessment as required by the
EIB’s Statement.

17. Both ESIAs for TAP and TANAP underestimated their cumulative impact on climate related to the
emissions of greenhouse gasses by calculating and reporting on emissions only within the boundaries
of individual states, ignoring the other components of the Southern Gas Corridor, including emissions
from the gas extraction phase and not accountingfrom the final use of the gas. As a result, proper
estimation of greenhouse gas emissions from the entire network of infrastructure called the
Southern Gas Corridor has not been conducted and the climate impact of this project remains
unknown. At a minimum, additional estimations of greenhouse gas emissions should be conducted
for gas extraction, including Shah Deniz gas field, combustion and transportation through all the
pipelines which are components of Southern Gas Corridor, namely Trans-Caspian Gas Pipeline (TCP)
and South-Caucasus Pipeline Future Expansion.

Allegation 2. ESIAs failed to include fugitive emissions of greenhouse gases.

18. Methane which atmospheric residence time is 12 years is the main component of natural gas.
Given methane’s Global Warming Potential (GWP), of 86 in a 20 year time span in comparison to
carbon dioxide, it is important to evaluate the fugitive emissions produced along fossil gas

transmission infrastructure in order to properly assess the infrastructure’s impact on the climate.

19. Fugitive emissions are defined by the IPCC as all greenhouse gas emissions from gas systems
except contributions from fuel combustion. These comprise emissions from venting, flaring and all
other fugitive sources associated with the exploration, production, processing, transmission, storage
and distribution of natural gas®.

20. Both ESIAs for TAP and TANAP underestimated their impact on the climate by not accounting for
possible fugitive greenhouse gasses emissions. Fugitive emissions (such as from the wells of the Shah
Deniz gas field, piping connectors, compressor seals, meter or regulator stations or bock valve
stations) were entirely ignored. It is worth noting that the EIB’s carbon footprint assessment, in
contrast to ESIAs, accounted for the fugitive emissions. Thus the EIB’s should have requested the
borrowers to correct the climate impact assessments.

92006 IPCC Guidelines for National Greenhouse Gas Inventories , Volume 2 Energy



Allegation 3: The EIB failed to conduct an accurate greenhouse gasses emission
assessment for its loans for the Southern Gas Corridor

21. The EIB has committed to assess and report on the carbon footprint of EIB financed investment
projects, based on the emission calculation methodology it has developed. The most recent
methodology was released on 3rd April 2014. The methodology intends to measure greenhouse gas
emissions from certain projects financed by the Bank in order to inform its wider economic appraisal.
It is considered as a “work in progress” that is subject to periodic review and revision in the light of
experience gained and as knowledge of climate change issues evolves!’. The methodology is based
upon the internationally recognised IPCC Guidelines and the WRI GHG Protocol*. One of the guiding
principles of the methodology is conservativeness, meaning that the EIB should use conservative
assumptions, values, and procedures which are those that are more likely to overestimate absolute
emissions and underestimate negative relative emissions (against the established baseline).

22. Both TAP and TANAP were subject to EIB’s greenhouse gas assessment .However the result of
this assessment is inaccurate and contravenes the principle of conservativeness. As a result the final
estimations of the level of greenhouse gasses emissions were underestimated.

23. One reason which contributed to underestimation of greenhouse gas emissions from TAP and
TANAP was that the Bank used an outdated global warming potential indicator for methane - which
is the main component of fossil gas.

According to the EIB’s methodology, the 100 year global warming potential of methane is 21, which
is based on the Revised 1996 IPCC Guidelines for National Greenhouse Gas Inventories Reporting
Instructions, 1997. However, the IPCC reflecting the development of climate science modified the
accepted global warming potential value for methane, which was found more potent in causing
global warming than initially thought. In 2007, in its Fourth Assessment Report (,, The physical science
basis”), the IPPC Working Group presented new global warming potential values for methane, for
both 20 and 100 year timescales, which were 72 and 25 respectively!2. Then in 2013 in the IPCC Fifth
Assessment Report, these values were again increased up to 86 and 34 respectively. In this
context, the reason for applying, in the EIB’s methodology, methane (and possibly other gases) global
warming potential values dating back to the 1996 IPCC document and consequently ignoring the
development of climate science and subsequent IPCC reports on that matter, is entirely
incomprehensible. In our view such an approach contradicts the principle of conservativeness which
requires the Bank to use assumptions and values which are those that are more likely to
overestimate absolute emissions and underestimate negative relative emissions.

10 Methodologies for the Assessment of Project GHG Emissions and Emission Variations, Version 10.1, page 2
1 IpCC guidelines for National Greenhouse Gas Inventories and World Resource Institute The GHG Protocol

Corporate Accounting and Reporting Standard

12 Fourth Assessment Report (AR4), Working Group 1, the physical science basis, IPCC, 2007, page 33,
https://www.ipcc.ch/pdf/assessment-report/ar4/wgl/ard wgl full report.pdf

13 Fifth Assessment Report (AR5), Working Group 1, the physical science basis, IPCC, 2013, page 714, table 8.7,
http://www.climatechange2013.org/images/report/WG1AR5_ALL_FINAL.pdf
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24. The consistency of the EIB loan is also questionable on the grounds that the project has not been
subject to a comprehensive climate impact assessment which would account for all direct and
indirect emissions from this project and emissions accumulated over its operational lifetime of 50
years and their cumulative impact on the climate.

25. The EIB also has underestimated greenhouse gasses emissions from TAP and TANAP by applying
incorrect technical parameters for both projects, particularly by not accounting for the real design
capacity of the pipelines.

a) According to the TANAP Environmental and Social Data Sheets (ESDS) '* dated 15 March 2018,
“when fully operational and running at full capacity, TANAP will transport 16 Gm?® of natural gas per
annum”. This assumption finds no grounds in the available ESIA and the official technical description
of the project. The project overview and technical description can easily be found in the ESIA.
Chapter 1 of the TANAP ESIA explains all the design assumptions for TANAP and these are among
others:

For the onshore pipeline section:

e Diameter: 56 inches to the Eskisehir Compressor Station and 48 inches from Eskisehir
Compressor Station to the Turkey/Greece border; 30 inches from Eskisehir Compressor
Station to the BOTAS system tie-in point.

Total pipe length: 1805 km

Onshore length: 1787 km

Lateral line from Eskisehir Compressor Station to BOTAS system: 30 km

Nominal capacity: 31 bcm annually in high-flow case

e Design Pressure: 95.5 barg
e Main design according to ASME B31.8, 2012
For the offshore pipeline section:

e Looping at Marmara Sea crossing

e Diameter: 2 x 36 inches

e Length: 18 km, approximately.
It also informs about the 7 compressor stations which will be installed in the following stages of the
project in order to fulfill the pressure requirements and about 3 metering stations.

The ESIA also explains that TANAP has been designed for three stages of operation when the initial
capacity of 16 bcm annually (First Stage) is expected to expand to 24 bcm annually by 2023 (Second
Stage) and to 31 bcm annually by 2026 (Third Stage), upon construction of the required additional
compressor stations. Chapter 2 of the ESIA also explains that the ESIA report includes phases 1 and 2
and that phase 3 compressors stations will be subject to a separate ESIA report and process when the
decision for the realisation of these compressor stations are taken. Therefore greenhouse gas
emissions calculations in the ESIA included emissions from the compressor stations and venting
activities for a capacity of the pipeline of 24 bcm annually.

14 Environmental and Social Data Sheet which is published on the EIB’s website contains a summary of the
Bank’s environmental and social appraisal of project



In this context, the EIB’s assumption for carbon footprint assessment that, when running at full
capacity, TANAP will transport 16 Gm3 of natural gas per annum is fundamentally wrong and it only
describes the volume of gas which will be transported through the pipeline in the first stage of
operation and not the nominal design capacity or the maximum capacity of TANAP within the scope
of the conducted ESIA.

As a result of the incorrectly assumed pipeline capacity, the EIB’s carbon footprint assessment
estimated that absolute direct greenhouse gasses emissions from TANAP would be 758,000 tons
CO2equivalent/year, whereas the TANAP ESIA calculated 1,956,049 tons COzequivalent/year. The EIB’s
carbon footprint has underestimated the project’s direct greenhouse gas emissions by at least 2.5
times in comparison to the calculations included in the ESIA (even if these calculations do not even
include emissions from the end use combustion of transported gas and fugitive emissions).

b) According to the EIB’s TAP Environmental and Social Data Sheet, TAP, when fully operational and
running at full capacity, will transport 10 Gm? of natural gas per annum. This assumption finds no
grounds in the available ESIA and official project technical description. The ESIA for Greece section
explains that:

e ,The Greek section of the TAP will be equipped with two compressor stations. For the 10 bcm
case one compressor station in the broader area of Kipoi (GCS00) is foreseen of
approximately 30-45 MW (2 operating and 1 spare compressors of 15 MW, each).(...)
Furthermore an additional compressor station located in the vicinity of Serres (GCS01)(...) is
foreseen in the 20 bcm case”.*®

e Pipeline transportation capacity may be increased from an initial throughput of 10 bcm/year
(...) to 20 bcm/year of natural gas.”*®

e  “The pipeline will have a design pressure of 95 barg (bars above atmospheric pressure),
which will be sufficient for the TAP capacity base case of 10 bcm/year as well as for the
potential future extension of the TAP System capacity to 20 bcm/year.”*”

In other sections the ESIA outlined impacts and mitigation measures for a volume of 20 bcm/year, for
example in the Residual impacts section (8.2.3.3).

The ESIA for Albania also adopted a similar approach and impacts have been assessed for the
20bcm/year pipeline capacity. In this context, the EIB’s assumption for carbon footprint assessment
that, when running at full capacity, TAP will transport 10 Gm? of natural gas per annum is
fundamentally wrong and it only describes the volume of gas which will be transported through the
pipeline in the first stage of operation and not the maximum volume for which the pipeline was
designed.

As a result of the incorrectly assumed pipeline capacity, the EIB’s carbon footprint assessment
estimated that absolute direct greenhouse gasses emissions as a result of TAP would be 476,000
tons COzequivalent/year whereas TAP ESIA calculated 1,664,826 tons COzequivalent/year (Greek and
Albanian sections). the EIB’s carbon footprint has underestimated the project’s direct greenhouse
gas emissions almost 3.5 times.

15 ESIA Greece, section 4, page 7-8
16 ESIA Greece, section 4, page 9
17 ESIA Greece, section 4, page 19



c) According to the information from the European Commission’s webpage®® the EU aims to increase
Southern Gas Corridor’s initial flow of 10 bcm ,,to 80 to 100 bcm of gas per year in the future”
supplying it from the Caspian Region, the Middle East and the East Mediterranean. Although the
current technical design of the project does not allow for transportation of such an amount of fuel,
this indicates that the EU aims to import more than 10 bcm of gas annually. The current technical
parameters of the project allow for importing at least twice as much of gas to the EU.

d) TAP and TANAP downstream emissions (from end use combustion) have also been wrongly
calculated. The EIB’s Carbon Footprint Assessment calculation from 22 February 2018, section 3,
calculated that consumers will use 638,400TJ of energy from gas annually which corresponds to 16
bcm annually. The EIB’s calculation is based on the wrong assumption of TAP and TANAP capacity as
described in points a) b) and c) above.

26. The EIB’s carbon footprint assessment has failed to comply with the Methodologies for the
Assessment of Project GHG Emissions and Emission Variations (Methodologies) in regards the
established baseline emissions scenario for calculating project relative emissions. The methodologies
explain that the baseline scenario must propose a likely alternative to the proposed project which is
credible in terms of economic and regulatory requirements.

It shall be noted that in the case of TAP and TANAP, direct emissions take place along the pipeline
route, and the majority are related to compressor stations. These emissions are to a large extent
located outside the EU. According to the TAP ESIA, Greece is the only EU country for which
greenhouse gases emissions have been calculated. Emissions from other parts of the Southern Gas
Corridor take place outside the EU, in Azerbaijan, Georgia, Turkey and Albania. In case of Scope 3
emissions (other indirect emissions), they will occur in Turkey (from the combustion of 6 bcm of gas
annually) and in the EU (from the combustion of up to 20 bcm of gas annually).

Emissions from the Southern Gas Corridor will be regulated in the framework of the United Nations
Framework Convention on Climate Change. For example emissions in Greece and Turkey will be
reported in their National Inventory Submissions and will be subject to emissions’ cuts as committed
by those states. In Albania, those emissions will be reported in the National Communications under
the UNFCCC. Greenhouse gas emissionswill be tackled by Nationally Determined Contributions which
embody efforts by each country to reduce national emissions and adapt to the impacts of climate
change. Therefore the Southern Gas Corridor emissions will have to be dealt with by the respective
states in the boundaries of which the pipeline is located. These emissions will feature on their
greenhouse gas balance sheet.

On the other hand, there will be countries which might avoid emissions or limit their level (only if the
gas from the Southern Gas Corridor will indeed replace the use of gas from other sources), for
example those which will limit gas imports through LNG terminals (or LNG export),gas extraction or
transportation through other pipelines (e.g in Ukraine) and which will take certain emissions off the
greenhouse gas balance sheets?®,

18 Gas and oil supply routes, https://ec.europa.eu/energy/en/topics/imports-and-secure-supplies/gas-and-oil-
supply-routes

19 EIB’s GHG Footprint Assessment assumed that alternative to Southern Gas Corridor would be Russian gas
imports through Nord Stream 2, Ukrainian transit pipelines or US LNG



According to the EIB’s carbon footprint assessment for TAP and TANAP, relative emissions calculation
assumes that a simple replacement of new emissions in several transit countries with avoided
emissions in other countries (in the EU, US or Ukraine) will take place and that the outcome of this
operation will be zero emissions.

However, there is no evidence of such a mechanism under the UNFCCC (which the EIB committed to
comply with) which would allow countries with Southern Gas Corridor pipelines to account for
emissions reductions from avoided gas transportation in other states. The EIB’s relative emissions
calculation and baseline choice have been based on far-reaching simplification and speculation.
Given the lack of regulatory framework for such a swap and particularly in the context of the
Southern Gas Corridor, the established baseline emissions scenario for calculating the project’s
relative emissions fails to be credible in terms of regulatory requirements.

Allegation 4: The project fails to comply with requirements under EIB’s
Environmental Standards in the EU and Enlargement Countries and with the
provisions of United Nation Framework Convention on Climate Change

27. The EIB’s Environmental Standards in the EU and Enlargement Countries require that provisions
under the Environment Impact Assessment (EIA) Directive are respected, in particular:

e An EIA should be carried out if a project is likely to have a significant impact on the
environment; for an Annex |l project according to the EIA Directive, the decision not to carry
out an EIA should be justified.

e Any residual impacts should be suitably mitigated, compensated and/or offset. 2°

28. In addition, the EIB’s Handbook requires that all operations (of the Bank) comply with the
provisions of United Nation Framework Convention on Climate Change.?!

29. The ESIA for Albania concluded that “the predicted GHG emissions from the TAP Project (with
both CS stations in the 20 BCM case) will thus account for about 7% of the annual total GHG
emissions of the country (compared against 2010 estimates). The impacts of the TAP Project on the
GHG balance of Albania will thus be significant.”??

The significance of TAP’s impact on Albania’s greenhouse gas balance is even more evident if we take
into account emissions in the energy sector only. The Third National Communication of the Republic
of Albania on Climate Change under the UNFCCC anticipates that in 2019 energy sector emissions will
achieve approximately 500,000 tons CO2cquivalent/y€ar. That year direct emissions from the TAP
project will reach approximately 353,000 tons CO2equivalent/year (assuming half of the emissions
calculated by the ESIA under a 20 bcm/a scenario). When TAP will reach the capacity of 20 bcm
annually in 2023, when the second phase of TANAP is expected to start operation, anticipated energy
sector emissions in the National Communication of Albania will reach approximately 710,000 tons
CO2cquivalent/year, while TAP related emissions will reach 706,000 tons CO; equivalent/year.>

20 1B Statement of Environmental and Social Principles and Standards

21 EIB’s Environmental and Social Practices Handbook, point 7

22 TAP ESIA Albania, Section 8.6.4.1.2, Assessment of Impacts and Mitigation Measures, page 130
2 Third National Communication of the Republic of Albania on Climate Change under the UN Convention on
Climate Change, Tirana, June 2016, page 205, Figure 5.17



30. Mitigation measures for this significant impact have largely been ignored or have only been
described generally in the ESIA and a detailed assessment of their feasibility and cost has not been
conducted. For example one of the potential mitigation measures, adding a steam cycle to use excess
heat in gas turbines, has been rejected as it would not fit “TAP AG’s operation philosophy”?*. The
ESIA has not proposed any suitable compensation measures or offset which is required by the EIB
standard as described above. Thus the project does not comply with the EIB’s standard requiring
impacts to be suitably mitigated, compensated and/or offset.

31. Following decision 1/CP.19 and decision 1/CP.20 of the UNFCCC, Albania has presented its
Intended Nationally Determined Contribution in which it committed to reduce carbon dioxide
emissions compared to the baseline in the period of 2016 to 2030 by 11.5%.

With TAP being one of the biggest single source of significant carbon dioxide emissions, apparently
not accounted in the Third National Communication, it is doubtful if Albania will be able to achieve its
commitment without additional measures. Therefore the project is not compatible with the
Convention on Climate Change because it seriously threatens the achievement of Albania’s emissions
reductions objective.

32. These considerations lead to the conclusion that the project is not compatible with the Paris
Agreement. The Agreement aims to enhance the UNFCCC by, among others, making the financial
flows consistent with a pathway towards low greenhouse gas emissions and climate-resilient
development. The EIB’s loan to TAP and TANAP is not consistent with a low greenhouse gas
emissions pathway because it undermines Albania’s ability to achieve the emissions reductions
objective committed under the UNFCCC.

24 TAP ESIA Albania, Section 8.6.4.1.2, page 131



