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EXECUTIVE SUMMARY

INTRODUCTION

The IFC is considering to provide loan to Huaxin Cement Jizzakh LLC (Huaxin Jizzakh) to build a US$110m
cement plant in Uzbekistan, with a capacity of 4,000 tons/day (the Project). Huaxin Jizzakh is a fully-
owned by Huaxin Cement Co. Ltd (Huaxin or the Sponsor), a leading cement producer in Asia,
headquartered in China.

Ramboll CIS LLC (the Consultant), an entity of the Ramboll Group, was assigned to develop Environmental
and Social Impact Assessment (ESIA) for the Project in compliance with the IFC Environmental and Social
policies and guidelines and other applicable standards.

ESIA package was prepared to include the ESIA report, non-technical summary (NTS), Environmental
and Social Action Plan (ESAP) and recommendations for Framework Environmental and Social
Management Plan (ESMP).

The E&S Assessment relates to a requirement to critically review the current environmental and social
risks of the Project construction and operation as well as the Project’s associated facilties and the
Company’s management capacity to manage and mitigate these risks.

The Project performance is therefore assessed against the standards provided within national and
international environmental and social requirements. Should national regulations and/or international
standards differ from the levels and measures presented in the applicable Lender standards, the
Company’s Project will apply the most stringent

PROJECT PROPONENT

Huaxin Jizzakh is a fully-owned by Huaxin Cement Co. Ltd, a leading cement producer in Asia.
Established in 1907, The Huaxin Company was one of the first cement producers in China and has been
recognized by now as cradle of this country’s cement and concrete industry. In 1993, Huaxin
implemented joint stock reform and became the first A and B shares listed corporation of China in
building materials sector.

Currently titled as Huaxin Cement Co. Ltd., the Company produces annually about 70 million tons of
cement varieties (graded as 32.5 MPa, 42.5 MPa or higher), some 2 million tons of ready-mixed
concretes, and 4.5 million tons of aggregates. Additional products and services provided by Huaxin
include cement equipment, cement packaging products, and treatment of solid waste materials.

Present in 10 provinces in China and abroad with over 100 production sites and total assets of over 26
billion CNY, sales of 3 billion USD, and with 17,000 employees, Huaxin Cement Co., Ltd is ranked in
China's top 500 manufacturing companies and is also listed as a Fortune China 500 Company.

The Huaxin’s headquarter is located in the City of Wuhan, Hubei Province of the Central China.

Since 2008, LafargeHolcim Ltd., the Swiss-based construction materials major, became the largest
stakeholder of Huaxin with its current share being around 41.8 per cent!. Another large share of the
Company is operated by Huaxin Group Co. Ltd. (some 25 per cent), and several companies are holding
the shares of 1 to 3 per cent (Rongtong Fund Management Co. Ltd., China Investment Corp., UBS Group
AG, The Goldman Sachs Group, Inc.). Huaxin is listed on the Shanghai Stock Exchange (SSE) with a
market cap of ~$3.5 billion (bn). Huaxin has operations across China, Tajikistan, and Cambodia and has
plans to expand to other developing markets.

To operate the Project, Huaxin established a limited liability entity, Huaxin Cement Jizzakh LLC, with a
status of a foreign enterprise in Uzbekistan and a headquarter in Chimkurgon Rural Settlement of the
Zafarabod District.

1 According to the latest available quarter report of the Huaxin Cement Co. Ltd. (http://www.huaxincem.com/Investor-Relations/)
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NEED FOR THE PROJECT

In 2016, the Republic of Uzbekistan consumed 8.5 million tons of cement which is 24 per cent higher
than in 20122. The growth continued in 2017-2018 and is expected to remain in coming years with the
mean rate of 5 per cent a year due to the growing development and construction works within the
country.

Domestic production of cement is also growing and covered about 70 per cent of consumption, so the
year of 2018 gave 9.2 million tons of the national cement production and some 3.5 million imported (and
in 2019 the inflow of cement has increased by 47 per cent as compared with the same reporting period of
the previous year). Over 90 per cent of the cement is used directly (65 %) or as construction elements
(25 %) for civil and industrial projects of Uzbekistan.

The Republic
of Karakalpakstan

Navoiy Region

Toshként
zh .
Namangan

Guliston 6

9
5 200~ Fergana 10
4 < g W12

L L

l_. ;
®J|zzg_l§h

Proposed cement plant
Cement plants in operation
Capital

Cities

Cenn

Figure ES1.: Location of major cement plants at the map of the Republic Uzbekistan

Source: Zaripov K.V., 20173, Huaxin Cement plant is marked by No 20); 1 - QizilgumCement JSC, 2 - AkhangaranCement JSC, 3 -
KuvasayCement JSC, 4 - BekabadCement JSC, 5 - Jizzakh Cement Plant, 6 - Fergana Cement LLC, 7 - Turon Eco Cement Group LLC, 8
- Farkhadshifer LLC, 9 - Everest metall favorit LLC, 10 - Kezar LLC, 11 - Sing Lida LLC, 12 - Buyuk PE, 13 - TITAN CEMENT LLC, 14-
Shangfeng-Bridge of Friendship JV, 15 - Yaypan Shifer LLC, 16 - GalloorolCement LLC, 17 - Sherobod Cement Zavodi JSC, 18 -
SurkhanCementinvest LLC, 19 - Gansu Hengya Cement Co LTD, 20 - Huaxin Cement LLC

The proposed Project aims at alleviating the growing cement deficit in the domestic market which
currently imports some 30% of the total cement consumed. It is anticipated that local cement production
will substitute imports, thereby generating foreign exchange savings and a significant reduction in the
cement price. The increase in local production will help support the development of infrastructure and
housing projects, which will encourage new business opportunities in other industrial and service sectors
of Uzbekistan (especially in Jizzakh and the neighboring Samarquand regions) and lead to further job
creation (more specifically - over 300 new positions for the Project).

The facility represents an input of 300M USD, financed through direct investment and borrowed funds.
Therefore, the Project will contribute substantial transfers to both regional and national budgets through

2 Zaripov K.V. Cement industry of the Republic of Uzbekistan // ‘Cement and its Applications’ Journal. 2019. No. 1 (available at https://jcement.ru/)
Zaripov K.V. Cement industry of the Republic of Uzbekistan // ‘Cement and its Applications’ Journal. 2017. No. 2 (available at https://jcement.ru/)

3 Zaripov K.V. Cement industry of the Republic of Uzbekistan // ‘Cement and its Applications’ Journal. 2019. No. 1 (available at
https://jcement.ru/)
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corporate and other taxes over its lifespan. Output from the plant is expected to be 40 per cent of M400
Portland cement and the rest 60 per cent of M500 cement with 10 per cent of the total volumes
earmarked for export+. The Project is divided into two stages, with the first one starting in the beginning
of 2020 with annual cement production of 1.5 Mt. Decisions relating to the second stage will be made
with market conditions taken into account.

HUAXIN JI1ZZAKH PROJECT

Huaxin Jizzakh is approximately 25 km north of Jizzakh City, Jizzakh Oblast, Uzbekistan (Figure ES1).
The site is barren steppe land with the nearest community approximately 5 km away. Another existing
cement plant is approximately 8 km to the northwest of Huaxin Jizzakh site. There is no other industry in
the project area.

The project consists of 81 ha cement plant site and the adjacent 440 ha limestone quarry. The associated
facilities with the project are 3 km access road, 50 km power transmission line, and 17 km gas pipeline.
The 3-km temporary access road was built by the local government a few years ago for construction
material transportation from the current Huaxin Jizzakh site. The project site is adjacent to an existing
railway and a water canal to deliver water from Syr Darya River to Aydar Lake. Limestone is transported
to the plant through fully covered conveyor. Water is supplied by the adjacent canal and the sole source
of energy is natural gas. 60% of the produced cement will be transported through adjacent railway and
the other 40% will be transported by road trucks.

Huaxin built a cement plant in Sughd, Tajikistan in 2014. The proposed Huaxin Jizzakh is only 200 km
east of Huaxin Sughd plant. Huaxin Equipment Engineering Co., a subsidiary of Huaxin, was the
equipment supplier and engineering, procurement, and construction (EPC) contractor for Huaxin Sughd
project. The same EPC contractor is selected for Huaxin Jizzakh project. The technologies for Huaxin
Jizzakh project will be similar to the ones for Huaxin Sughd project.

LEGAL FRAMEWORK AND APPLICABLE STANDARDS
International Financial Institutions (IFIs) Requirements

Identified Applicable IFC Performance Standards (2012)

IFC is part of the World Bank Group and a recognised international leader in the sphere of development
and implementation of environmental and social sustainability policies. In accordance with its
Environmental and Social Sustainability Policy, IFC uses a set of environmental and social Performance
Standards (PS) to assess proposed projects. In April 2012 IFC issued a new version of Environmental and
Social Sustainability Policy and PSs.

PS 1: Assessment and management of environmental and social risks and impacts

PS 2: Labour and working conditions

PS 3: Resource efficiency and pollution prevention

PS 4: Community health, safety and security

PS 5: Land acquisition and involuntary resettlement

PS 6: Biodiversity conservation and sustainable management of living natural resources
PS 7: Indigenous peoples

PS 8: Cultural Heritage

The eight Performance Standards are supported by IFC EHS guidelines.

PS 1-5 are considered by Ramboll to be relevant to the Project, while PS 6, PS 7 and PS 8 are not
considered relevant due to the following reasons. Natural protection area or protected species are not
identified by desktop research, field visit, and meeting with local environmental agency. The site visit

4 Huaxin Cement begins Zafarabad plant build in Uzbekistan // CemNet.com Portal of the cement manufacturing sector (available at
https://www.cemnet.com/)
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verifies that there are only stressed sparse grasses at the barren steppe during relative wet season in the
spring. There is no other vegetations in the project area. There is no residential community near the
project site. Therefore, PS6: Conservation and Sustainable Management of Living Resources, PS: 7
Indigenous Peoples, and PS8: Cultural Heritage are not considered to be applicable to the project.

Applicable WB/I1FC Guidelines

The WB/IFC EHS Guidelines are technical reference documents with general and industry-specific
examples of Good International Industry Practice (GIIP), as defined in IFC Performance Standard 3 on
Resource Efficiency and Pollution Prevention. The EHS Guidelines contain the performance levels and
measures that are normally acceptable to the IFC and are generally considered to be achievable in new
facilities at reasonable costs using existing technology.

The IFC EHS Guidelines comprise both general and industry-specific guidelines. The IFC General EHS
Guidelines contain information on cross-cutting environmental, health, and safety issues potentially
applicable to all industry sectors. It is designed and should be used together with the relevant industry
sector specific guidelines.

IFC Environmental, Health and Safety (EHS) Guidelines applicable to the Project are:

. General EHS Guidelines, dated April 2007;

. Cement and Lime Manufacturing, dated April 2007;

. Construction Materials Extraction, dated April 2007;
o Mining, December 2007;

. Railways, April 2007;

. Electric Power Transition and Distribution, April 2007.

Other applicable procedures and guidelines of IFC:

. Environmental and Social Review Procedures, 2016;

. Environmental and Social Management System Implementation Handbook (General), 2015;

. Environmental and Social Management System Implementation Handbook for Construction,
2014;

. Stakeholder Engagement: A Good Practice Handbook for Companies Doing Business in Emerging
Markets, 2007;

. Good Practice Note: Managing Contractors' Environmental and Social Performance (October
2017);

o Use of Security Forces: Assessing and Managing Risks and Impacts (February 2017);

. Worker's Accommodation: Processes and Standards (Guidance Note by IFC and EBRD, 2009);

. Good Practice Handbook: Assessment and Management of Cumulative Impacts: Guidance for
the Private Sector in Emerging Markets (August 2013).

. IFC. Good Practice Note: Addressing Grievances from Project-Affected Communities, 2009.

Uzbekistan Legal Framework for Sustainable Development and Environmental Performance
and Protection

Since the onset of the new millennium, Uzbekistan passed a number of new laws and revised others
relating to environmental management and sustainable development. The aims of the new or revised
laws were to align them with relevant international laws and standards, including international
conventions and treaties ratified by Republic of Uzbekistan, and also to provide implementation measures
for basic normative laws. A basic overview of the latest developments relating to legal requirements of
relevance to the Huaxin Cement ESIA is given below.

The Law on Nature Protection is the basic environmental law and was first enacted in 1992. The
amendments focussed mostly on adapting the law to bring the law in line with other new laws and
programmes or changes to government structures.
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In 2004, the Law on Protected Natural Areas replaced the earlier 1993 Law on Specially Protected Natural
Territories. This new law was aimed at facilitating alignment with the Convention on Biological Diversity,
the Ramsar Convention® and the Bonn Convention®.

In 2002, the Law on Subsoil (Law No. 444-11 of 13.12.2002) was enacted. Provisions of this law have an
implication on environmental management in general. In the context of the Huaxin Cement project, it
requires activities that require licensing to undergo ecological studies, waste management and waste
disposal procedures provided for as proponents have full liability in terms of ownership of the waste
produced by such proponent.

The 2002 Law on Waste as most recently amended in 2011 addresses waste management in the general
context (air and water contamination / pollution not included in this Act). It also refers to basic human
rights where citizens of Uzbekistan have the right to a safe and healthy environment, to participate in the
discussion of projects, and to compensation as a result of damages suffered as a result of a development
/ project. Waste transport requirements are also provided in this Act as well as the prohibition of storage
or burial of radioactive waste. Waste recycling incentives are discussed in this Act.

The Land Code (1998) provides the requirements for most categories of land and specifies the procedures
for land acquisition and termination of use, as a result of the fact that land is state owned and cannot be
owned in a person’s private capacity.

The 2001 Law on the Protection and Use of Objects of Cultural Heritage is primarily directed at the
preservation and management of important elements of the built environment, but it also addresses the
protection of territories representing historical archaeological, aesthetic, ethnological or anthropological
value, as well as natural landscapes connected with historical events and persons.

The Town Planning Code of 2002 contains various provisions for stakeholder consultation, environmental
management and access to information. The public have the right to comprehensive and timely
information on environmental conditions as well as future plans that could have a potential adverse
impact on the environment. Citizens also have the right to take part in discussions on town planning
processes.

Uzbekistan is a member of the United Nations Organization, and therefore is obliged to comply with
international human rights acts and also to apply them to the national policy and laws.

The Welfare Improvement Strategy (WIS) (2007) is focused on economic growth in order to reduce
poverty nationally. Government remains committed to implementing measures for improving living
standards, social services and quality of health care, education and rural development issues.

In line with these objectives, Uzbekistan launched reforms in agriculture, privatization, trade and tax
reform, and support to public administration and decentralisation. Government provides loans regionally
at subsidized interest rates to vulnerable households for home-based income-generating activities, family
businesses and livestock development. The loans are financed from the Employment Fund (by the
Ministry of Labour and Social Welfare), and qualifying households are identified and selected through the
Citizens’ (Mahalla) Committees.

PROJECT CATEGORIZATION

The greenfield cement plant and limestone quarry have a large footprint of total 521 ha with associated
facilities of gas pipeline, power transmission line, and access road. Besides limestone, significant amount
of water and natural gas will be consumed. Particulate matters (PM) and nitrogen oxide (NOx) are
expected for the project emissions.

The key E&S issues and risks associated with this project include: i) an environmental and social impact
assessment to fully understand the potential E&S risks and mitigations ii) E&S management for both
construction and operation phases iii) energy efficiency and greenhouse gas (GHG) emissions iv) water
availability and water efficiency v) emission controls for PM, NOx, and potential heavy metals vi) land

5 Convention on Wetlands of International Importance especially as Waterfowl Habitat.
6 Convention on the Conservation of Migratory Species of Wild Animals
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acquisition and compensation and stakeholder engagement. This is therefore a Category A project
according to IFC’s Policy on Environmental and Social Sustainability.

PROJECT’S ALTERNATIVES

Siting Alternatives. As most of the other similar projects associated with deposits of mineral resources,
the Huaxin Cement Plant cannot be located far from the limestone quarrying area and existing roads. The
Project’s geography also includes several remote areas from which the other raw materials like clay and
Fe-containing minerals will be delivered. Shorter distance location of the Plant from the basic limestone
deposit will reduce the transportation cost and in turn will lower the cost of cement production as well as
minimize toxic and dust emissions and generation of greenhouse gases due to transport movement over
shorter distance from quarry to the Plant.

The chosen site is also provided with very short assess to existing rail roads the capacity of which enables
further increment of load with Project-related deliveries of both raw materials and products. Connection
of the Plant to the local motor roadway network is not so convenient and requires construction of a 3 km
long assess road across an area of irrigated croplands and fishery ponds.

The proposed site is located in an area which is devoid of any biodiversity including forestry, wildlife,
migratory birds, game reserves, or protected species of fauna and flora. In addition, there is no cultural
or any other heritage in the Project area, and all the residential areas are located at a distance of 4-10
km from the constructed plant.

Quarrying Method Alternatives. Sub-surface open cast mining has been selected as the most efficient
method of mining and suitable for the quarry operation, as it is considered to be safer and more
economical. In addition, the Company has to select the frequency of blasting that is generally stated as
being twice a week. Consultant expects its recommendations will be taken into account to minimize the
impact of explosions on communities and wildlife of the surrounding area.

Plant’s Technology Alternatives. The technology being offered by Huaxin Cement Jizzakh is
considered to be ‘state of the art’ in terms of environmental controls, energy efficiency and modern
design. Dry process technology has been preferred over wet or semi-dry technologies as it is more
economical in terms of power consumption as well as heat and manpower requirement and less capital
intensive.

The new plant will be built according to the applicable Best Available Technologies (BAT) defined for the
cement industry, which include the adoption of pre-calcining technology in the clinker production and
dedusting bag filters/ESP for gases.

No-Project Alternative. The ‘no-project” alternative means that the Project will not be developed, and
The Republic of Uzbekistan will continue to import cement to meet its future needs and will be mostly
dependent on the World’s market fluctuations. Uzbekistan has abundant natural resources and especially
the high quality and easily extractable limestone reserves which make the best location in Jizzakh Region
for a cement plant. And that is why the other similar projects have already been launched here.

The Kuterminskoye Limestone Deposits which is planned to be used as a raw materials base for the
Project were initially discovered and explored in 1986 but remained all the time unclaimed and has been
therefore included into the governmental list of undeveloped mineral deposits offered for external
investments. This single source alternative, if not utilized, will continue to sustain dependence on cement
imports, but that could also very easily result in the cement supply shortages. Shortage of building
material like cement will cause cement prices to rise.

The Region of Jizzakh has been recently declared to be a priority social and economic development area
of Uzbekistan, and this implies the need for development the available natural resources of the territory
and increasing demand for construction materials. According to the Company’s forecast, the Project will
enable Uzbekistan to become cement exporter, while “Do Nothing” alternative will place the country to
further dependency on cement import and slow down its economic growth.
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Although it will have some negative environmental impacts, the proposed cement plant is expected to
provide about 1,000 job opportunities during its operation phase and additional job and economic
opportunities (according to the Company’s calculations — for 1,000 or 2,000 residents of Jizzakh Region)
through development of supply/distribution chain and trucking. In addition, there will be a transfer of
technology associated with installation, operation of the equipment and maintenance and savings on
foreign exchange, hence this alternative was chosen.

The investment potential of US Dollar 300 million, as proposed by the Project Proponents, will not be
utilized with “No-Project” option.

ESIA PROCESS

To ensure a robust and comprehensive impact assessment, the ESIA process is structured around a
series of progressive and iterative stages. Stakeholders, entities and individuals responsible for
development/implementation of the Project design, the ESIA team provide inputs to these stages. Public
engagement is maintained at all stages of the ESIA process.

This ESIA covers all required stages: from scoping, stakeholder identification and consultations, review of
alternatives, identification and assessment of benefits and adverse impacts of the Project, to
development of mitigation and remediation measures, and proposals for the control and monitoring to be
undertaken.

ENVIRONMENTAL AND SOCIAL CONDITIONS

The Project Area is situated within so-called Mirzacho'l Physiographic District?, the most part of which is
represented by semi-flat loess plain on the left bank of Syr Darya River, extending from the mouth of
Ferghana Valley to the west across the Region of Jizzakh and having a sequence of mountain ridges
(Turkestan, Marguzar and Nuratin) as its southern margin. Geographically, Mirzacho'l Steppe is a south-
eastern extension of the Kyzyl Kum Desert, several parts of which have been transformed into man-made
oases through supplying the Syr Darya water via long-distance main canals and creating numerous areas
of irrigated lands. The Project has been sited at the periphery of such an oasis and occupies a variety of
physiographic elements — a mountain ridge with adjacent footslopes and lowlands drained by a river
valley.

Climate and Air Quality. The Region of Jizzakh is characterized as having a sharp continental climate,
with hot and long summers and cold and wet winters. Mean annual precipitation for the region is 350-400
mm that falls almost entirely as snow during the winter months. The temperatures fluctuate highly
throughout the year with summer temperatures reaching +45°C and winter temperatures dropping to
below -25°C. Mean annual number of sunny days equals to 300, with soil surface temperatures during
the summer often exceeding +50°C.

None of 25 stations of the national air quality monitoring network is located in the Jizzakh Region. The
closest station in Samargand measures the levels of NOy, SO, and CO, with no data on particulates,
VOCs, PAHs having been available. Furthermore, observations within a large town cannot provide a good
reference base for the rural area of the Project, so this means that there’s a lack of air quality information
for the Project’s area of influence. Huaxin has contracted an institute in Tashkent to measure SO2,
NO2, and dust at five nearby communities.

Terrain and Natural Water Courses. The Project Area is situated at the western periphery of
Tashkent-Golodnosteppe (Mirzacho'l) Lowland drained by the Kly (also named Qili or Sanzar) river and
edged by a series of mountain ridges.

The East Chimkurgon area of the licensed limestone mining covers a 400 ha part of the eastern section of
the Balykly-Tau Ridge with smaller pieces of adjacent lowland. The ridge is a part of the larger mountain
system called Nuratin Mountains that is noted for occurrence of calciferous rocks.

The highest top of the ridge within the claims is 532 masl, with the adjacent lowland’s surface ranging
between 280 and 325 masl. The surface of the ridge is clearly divided into peaked summit, steep

7 Gulomov P., Vakhobov Kh., Baratov P. Physical Geography of Middle Asia and Uzbekistan. — Toshkent: O'gituvchi Press, 2017
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backslopes with exposed bedrock (the limestone) and, finally, more gentle footslopes formed by a
mixture of friable slope deposits.

The River of Kly has V-shaped valley without a set of terraces and floodplains developed. It drains the
surrounding lowland irrigated by a network of artificial channels.

Bedrock and Recent Deposits. The semi-flat area of the cement plant and accommodation camp is
formed by a sequence of loess-like silty and sandy loams rich in gypsum and carbonaceous concretions.
This surficial material has been found subject to a number of naturally occurring soil-movement
processes like subsidence, suffusion, karst and fissuring; its overall thickness changes from 0.5-1 m to 5-
6 meters depending on location. Depth to the gray-colored fissured limestone was measured as being the
minimum (8 m) along the southern boundary of the Plant site, i.e. at the Balykly-Tau Ridge’s footslope.
There’s a 6-10 m thick weathering crust between this bedrock and the surficial loess-like deposits that
consists of limestone debris with inclusions of loam and clay originated from weathering and internal
abrasion of the carbonaceous gravel.

Groundwater. Shallow groundwater table was found present at wide ranges of depths, from 2.6 to 13.8
m below surface, due to inhomogeneity of soils and nonuniform distribution of irrigation water throughout
the area. According to laboratory analyses of groundwater samples, the water is aggressive to most of
conventional construction materials due to increased salinity and some other properties.

Most of the residential areas closest to the Project Site are supplied with groundwater of Dustlik Aquifer
the southern boundary of which goes along the A.A. Sarkisov Main Water Supply Canal. The aquifer’s
reservoir horizons demonstrate the overall thickness of 20 to 60 m, lie within quaternary deposits and are
therefore affected by infiltration of irrigation water and channel water losses. The lower saturated horizon
of the aquifer is less prone to contamination and contains relatively low mineralized (0.7-1.5 g/l) water,
with the upper layers tending to increase their salinity to as much as 5 g/ls.

The Company plans to extract some amount of water from this aquifer for technical purposes by drilling 2
boreholes near the Plant site. The overall water consumption of the Plant will be equal to 1056 m3 a day
as a maximum, so the capacity of water intake facility must be corresponding to this value.

It's very important to note that groundwater of the Project Area are not protected from contamination by
water-tight strata.

Soils. The Project area belongs to a periphery of so called serozem belt - a strip of serozems® also titled
as Calcic Xerosols by UN’s FAO and Calcisols by WRB? along the piedmont of the Pamiro-Alay mountains.
Historically, most part of the soils within the Project’s area of influence (with the only exclusion of steeply
graded mountain slopes and peaked summits) was used for sporadic grazing. In the 19th century, under
the Russian Empire’s protectorate, the area took the 150 years long path of irrigated farming. Supporting
irrigation and associated agricultural expansion was one of the most important issues soil scientists
addressed in both historical and man-made oases of the Jizzakh Region. From 1950-s onwards, the area
became a part of the larger-scale irrigation zone where native soils have been deeply transformed to
meet agricultural requirements.

The long-term irrigation essentially changed soil formation processes. More specifically, sufficient
moistening along with systematic soil tillage and fertilizers application facilitated soil biological and
physical-chemical activity, increased intensity of soil processes, stimulated removal of water-soluble salts
and accumulation of organic carbon, and finally created relatively thicker humus horizons (as compared
to non-irrigated variants). Therefore, according to many reviews?!!, soils of the areas that were irrigated
and cultivated for a long time must be considered in general as "gold reserves" of the Central Asia.

8 Tirkasheva M.B. et al. Structural and Geological Analysis of Groundwater Regime for Aquifers of Nuratin-Turkestan Region // Innovations in
Agriculture. Proceedings of the International Research Conf. Moscow: 2015. P. 57-66. Available at https://moluch.ru/conf/agr/archive/127/7650/

9 Rozanov A.N. Serozems of the Middle Asia. - Moscow: Academy of Sciences of the USSR, Soil Institute im. V.V. Dokuchaev, 1961. 541 p.
10 World Reference Base for Soil Resources, the most internationally recognizable soil classification

11 Mirzabayev A. et al. Economics of Land Degradation in Central Asia. In: Nkonya E., Mirzabaev A., von Braun J. (eds) Economics of Land
Degradation and Improvement — A Global Assessment for Sustainable Development. Springer, 2016.
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Period of intensive irrigation development in this area was completed by 1990 due to basins water
reservoir exhaustion and a number of ecological aggravations (especially in the downstream Aral Sea
area). In after years the wide scale development of irrigated lands was stopped, and this triggered or
speeded up a set of secondary degradation processes - salinization and water logging, water and wind
erosion, overgrazing, loss of organic matter and soil fertility, loss of biodiversity.

Within the Project’s footprint, the historically irrigated variants of Calcisols (or Serozems, see Figure 11)
are associated with Calcaric Leptosols (weakly developed mountain soils), Leptic Skeletic Calcisols (a
transition variety between Leptosols and Calcisols), exposed bedrock and friable deposits. Adjacent areas
are occupied by cultivated variants of Calcisols (so-called Irragric Anthrosols) associated with Solonchaks
(salt-affected soils), Gleysols (soils affected by groundwater), Fluvisols (soils of the Qili/Kly river valley),
and Technosols (soils of fills, excavations, other disturbed locations). None of these soils are
naturally/environmentally unique or specially protected by the law of Uzbekistan. It is also unlikely that
soils affected by the Project serve as a natural or man-made reservoir for historically valuable artifacts or
pose a specific hazard for the Project (like the one associated with natural infections, endemial diseases,
radon or other gaseous appearances, UHO, etc.). At the same time, all of this cannot be fully ruled out in
the absence of site surveys other than geological one.

The main function of soils of the Project area is agricultural, with the highest productivity and economic
value having been historically made for the irrigated variants of serozems (Calcisols) and associated soils.
Most of the soils listed above can be also characterised as vulnerable to both physical (mechanical) and
chemical impacts due to their physical instability and very thin humified and/or root-spread layer
(Leptosols and Skeletic Calcisols of slopes), unbalanced water regime and highly fluctuating profile
distribution of salts (Gleysols, Solonchaks, Irragric Anthrosols), native exposure to wind and water
erosion (Fluvisols, Technosols).

Natural hazards. The surveyor («O'ZGASHKLITI» DUK, 2018) recommends to remove all the fill
materials that present onsite and indicates the following geomorphic processes that must be considered
as hazardous when designing the Cement Plant:

e Subsidence of the loess-like loams;

e Groundwater and soil aggressivity to construction materials; and
e  Suffusion.

Consultant would also make the following additions to this list:

e water and wind erosion the activity of which will be increasing especially within construction and
quarrying sites and require a set of specific control measures;

e rockfalls and sloughing — for the quarrying areas only;
e waterlogging — for the Plant and Accommodation Camp areas;
e Kkarst processes accelerated by irrigation.

As for the seismic conditions, the Project Area is characterized by seismicity level of 7 units, with average
repeatability of earthquakes having this magnitude being assessed as once for the period of 200 years
(«O'ZGASHKLITI» DUK, 2018).

BIODIVERSITY

Terrestrial Ecosystems. The Project Area is historically dominated by desert-like steppes,
environmental status of which is dependable strictly on the local soil, topography and groundwater
conditions. A list of sub-dominating natural ecosystems includes scarcely vegetated mountain slopes,
saline meadows of the lakes’ periphery and unstable riverine communities. Native vegetation of this area
demonstrates relatively low species diversity and consists mostly of herbs (incl. ephemeral ones) with

Land Degradation and Desertification in Central Asia: Central Asian Countries Initiative for Land Management. - A final report for the Swiss GEF
Council Member. CALCIM, 2010. Available at https://zoinet.org/wp-content/uploads/2018/02/CACILM.pdf
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local occurrence of shrubs and trees (in locations relatively rich in water). Three of the plant species
recognized as rare or endangered are recorded as potentially present within the Project’s area of
influence (Nonea calceolaris, Climacoptera malyginii, Salvia submutical?) but for none of them the area is
the only or essential part of its geographic distribution range. On the contrary, the Project footprint and
its adjacent space are covered by a mixture of modified plant communities with increased role of weeds,
pioneering and ruderal species, with the overall plant cover ranging from O to 10 per cent as a maximum.
Such conditions appear generally unfavorable for supporting the plant diversity of the region.

Wildlife of the area is generally dominated by animals of subtropical and tropical origin, with few forest-
steppe and steppe species occurring in river valleys. Warm conditions with sharp variations in water
availability are the main limiting factors that shape wildlife structure of the Mirzacho’l Lowland. The high
air and soil temperatures in spring, summer and autumn boost faunal proliferation, however viability of
many groups is limited due to the lack of precipitation. In deserts, fauna is composed of species resistant
to the parching environment and excessive heating due to exposure to sun at daytime, whereas the
sparse vegetation does not provide any shelter. Hygrophilous and mesophilous animals can only survive
near water, especially in floodplain thickets which are characterized by high temperature and fairly high
humidity of air and soil, shadowiness and still air.

As for the birds of the Project Area, their total diversity equals to 78 species, 13 of which are listed in the
national and/or international Red Data books. For the same reason as above, the footprint sites of the
Project cannot be considered as preferred areas for these species.

Habitats. Within the Project’s footprint and area of influence, most of the natural habitats (regarding to
both flora and fauna) have been replaced by the modified ones in the course of irrigation farming
(croplands) and livestock grazing (pastures) as well as more localized development of settlements,
industrial facilities and infrastructure (urban lands). The survey performed in 2018 prior to the local
environmental impact assessments did not reveal any rare or endangered flora and fauna species listed
in the National Red Data Book3. Habitats that may be categorized as critical in terms of the IFC PS6 are
most probably associated with designated conservation areas (DCA), the closest of which is situated at a
distance of 14 km to the north of the proposed plant site (the Aydar Arnasay Ramsar Site).

Species of economic value. The Region of Jizzakh is inhabited by several species of game birds and
mammals (i.e. those included in the List of game animals permitted for sport and amateur hunting as per
Rules of Hunting and Fishing within the Republic of Uzbekistan)14: wild boar (Sus scrofa), hare (Lepus),
porcupine (Hystrix cristata), nutria (Myocastor coypus), gophers (Spermophilus), fox (Vulpes Vulpes),
corsac fox (Vulpes corsac), wolf (Canis lupus), jackal (Canis aureus), steppe cat (Felis silvestris lybica),
reed cat (Felis chaus), badger (Meles meles), stone marten (Martes foina), mink (Mustela lutreola),
steppe polecat (Mustela eversmanni), geese (Anser), ducks (Anatinae), coot (Fulica atra), water hen
(Gallinula chloropus), common cormorant (Phalacrocorax carbo), dikkop (Burhinus), snowcock
(Tetraogallus), chukar (Alectoris chukar), quail (Coturnix coturnix), partridge (Perdix), wild doves
(Columba livia), turtle dove (Streptopelia), waders (Charadrii), starlings (Sturnus), and pheasants
(Phasianus). The Project’s footprint area consisting of the former croplands, infrastructure right-of-way
strips and mountain slopes is unlikely to serve as important habitat for the game species and has not
been used for regular hunting.

Aquatic Ecosystems. Hydrobiont communities of Jizzakh Region are associated with small-area water
bodies (rivers, canals, lakes and ponds) conditions of which are generally limiting for habitats (due to
unfavorable hydrology or increased water salinity), and therefore the species diversity of organisms is not
high and has been observed as decreasing in recent decades. Fresh and brackish water habitats of the
area can be divided into ones associated with natural and artificial water bodies. The formers are
represented by the River Kly (Sanzar) that serves as drainage high-mineralized water receiver, and the

12 The Russian names of the first two plants are similar to their Latic titles — Noneya and Klimakoptera, with the third plant being generally known
as Shalfey

13 Conclusion of the State Environmental Expert Evaluation Committee dated 16.11.2018

14 Annex to the Hunting and Fishing Rules of the Republic of Uzbekistan, approved by the State Committee for Nature Protection of the Republic of Uzbekistan,
Order of 22.03.2006 No.27
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drainless brackish lake Balykly that tends to dry up into solonchak each summer. Conditions of these
water areas are not favorable for fish populations, as contrasted with the man-made water bodies of the
Project Area including the waterways of the A.A. Sarkisov Yuzhno-Golodnostepsky Canal and aquacultural
ponds.

Summarizing, the Project Area is unlikely inhabited by rare or endangered species of flora and fauna and
does not serve as the only or essential part of their habitats. No DCAs are located in the closest proximity
of the Project site; however, the Ramsar’s Aydar Arnasay Lakes Site that is also listed as Important Bird
Area No. UZ35 (‘Tuzkan Lake’) is at a distance of less than 20 km and, therefore, protected and rare bird
species can be only met in the Project Area during their migrations.

SOCIAL CONDITIONS

The Project and associated facilities will be constructed in Jizzakh region. The cement plant itself will be
located in Zafarobod district populated by 48,800 residents, most of whom are Uzbek (79.9%), Tajik
(8.1%) and Kazakh (8.1%). The limestone mining operations area will be situated at the junction of three
administrative districts: Zafarobod district, Forish district and Sharof-Rashidov district. Additionally, the
associated facilities (gas pipeline, power lines, Project site rail and motor roads) will cross or will be
located close to communities in Jizzakh town, Forish district and Sharof-Rashidov district.

The communities closest to the Project site are Balykly, Karatepa, Pistalikent, Nurafshon and Chimkurgon
located at a distance about 5 km from the plant. Balykly, Pistalikent and Karatepa are also located in
direct proximity or will be crossed by a temporary power line and twin 110 kV power line associated with
the Project. Of the communities located in relative proximity to the Project, the largest are Nurafshon
(5127 residents) and Pistalikent (4448 residents). Balykly, the community that may be potentially most
affected by the Project, is populated by 341 individuals.

The area surrounding the Project is predominantly rural and has agricultural fields crossed by irrigation
channels, fish farming ponds and several rural communities spread at some distance from the Project
site. According to statistical data available, agriculture and fishery play central roles in the economy of
Zafarobod district. Among agricultural activities, cattle breeding is the most important for Zafarobod
district population. Seasonal cotton-picking jobs are significant for incomes of the locals as well.

In proximity to the Project construction site and accommodation camp several land users, both
individuals and businesses, are involved into cattle herding and fishery activities. Namely, the land plots
near the Project are used for sheep grazing and aquaculture ponds developing.

Infrastructure associated to the Project, including gas pipeline, power lines, Project site rail and motor
roads, will also cross the rural areas used for agriculture. Some residential areas will, however, also
crossed by the associated facilities that are being constructed by the Government of Uzbekistan.

ENVIRONMENTAL AND SOCIAL IMPACTS AND THEIR MITIGATION

Despite the Project is not chemically intensive, it is based on extensive limestone quarrying followed by
energy-consuming high-temperature cement manufacturing associated with traffic and infrastructure
operation, so it could not have all the adverse environmental and social effects fully prevented. Ramboll
has classified, preliminary assessed and ranked these unavoidable impacts according to their expected
magnitude, likelihood and recipient’s sensitivity. Below is a brief summarized description of the impacts
along with the mitigations proposed.

ENVIRONMENTAL IMPACTS

Huaxin Jizzakh will adopt its own technology of enhanced dry process and rotary kiln with multistage
preheating and precalcination, which meets the good international industry practice (GIIP) required by
the applicable WBG EHS Guideline. Environmental impacts of the Project are listed here by main and
most sensitive recipients and in descending value of their significance — air quality; noise and vibration
levels; availability of land and soil resources; soil and groundwater quality; subsoil resources and
conditions, ecology, visual and aesthetic conditions of the area.

Air quality. Since the only fuel will be natural gas, the main air emission pollutants will be particulate
matters (PM) from Kkiln, process dust from other processes, and nitrogen oxides (NOx). Based on the
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design parameters, all these emissions can meet both local regulatory standards and applicable WBG EHS
Guideline limits.

Results of pollution dispersion modelling showed that pollutants’ concentrations in the residential areas
are much below MPC values; e.g. in Balykly (the nearest settlement to the Project) and the ambient air
quality can also meet both local regulatory standards and applicable WBG EHS Guideline limits.

The risk of mercury and other heavy metals presence in limestone and their release in the chimney
emissions is low due to the sedimenatary origin of the rocks.

The following measures are proposed as mitigation framework for this aspect:

e spraying of unpaved roads, roadsides and stockpiles of dusty materials with water or stabilizing
solutions (to be selected as applicable to the Project’s conditions and safe for the environment);

e sheeting rail cars and vehicles which carry the dusty materials at their leaving the site to prevent
materials being blown from the cars/vehicles;

e establishing speed limits for gravel roads and unmade surfaces on site (incl. the quarrying area and
associated haul routes) to minimize their dusting;

e source-specific measures for dust abatement (like filters, etc.);
e use of best practice management techniques during extraction, grinding and loading operations;
o preferable use of new, efficient vehicles and locomotives;

e drivers’ and operators’ training to minimize emissions (e.g. prevention of over revving, shut off
engines when vehicles are not in use, etc.), rationalization of motor and rail traffic management
system to optimize transport efficiency.

Noise and vibration levels. Due to advance renovation and development of the local motor and rail
roads initiated and partially funded by Uzbekistan Government, the Project’s traffic (vehicles rather than
railroad) has only a minor potential to contribute to local congestion but can more likely induce
complaints due to noise/vibration nuisance on a local basis. The cement plant and limestone quarry will
also generate a variety of regular and sporadic noise effects to the adjacent space, with waves of the
highest magnitude being likely associated with blasting events that will occur twice a week in the
quarrying area.

A set of conventional measures is applicable for the Project, including:

e arranging the blasting events, with communities’ opinion, weather conditions and similar practice at
neighboring limestone quarries to be taken into consideration;

o defining access routes to the Project Sites with the smallest number of properties in proximity to
them;

e maximizing the use of the rail network for bulk deliveries and abnormal loads;

e restricting delivery hours to reduce noise nuisance (in particular, avoiding of heavy truck movements
during the night hours and holidays);

e keeping truck movements to a minimum;

e good site management;

e appropriate choice of machinery;

o efficient material handling;

e construction of noise barriers or baffles if requested by third parties;

e installation of noise warning signs in areas of above-limit noise or vibration levels.

Availability of land and soil resources. Construction of the Plant, limestone quarry and associated
infrastructure will lead to a loss of soil resources and land capability due to temporal (e.g., within the
right-of-way strips of the overhead power line and gas pipeline) and permanent allocation of land, topsoil
stripping and covering with fill materials and structures. During construction, soils under the Plant,
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overburden spoil piles, linear infrastructure, and areas cleared for the quarry etc., will be lost from the
landscape. The loss of this resource will result in a change in land availability from sporadic agriculture
(grazing) and irrigated croplands to unavailable for supporting agriculture.

A set of measures to manage this issue includes:

e minimizing the disturbed footprint of the activity as far as practically possible along with preventing
any violations of the agreed land parcel borders (the Company has already sited the Plant with
maximum possible use of the non-cultivated piedmont area, and it is Ramboll’'s understanding that it
wasn’t possible to prevent acquisition of some part of adjacent farmlands the overall area of which is
about 65 ha);

e ensuring that quarry, plant and any support vehicles and human movement are limited to dedicated
access ways, with off road travel authorized when required for critical operations only;

e developing and implementing a soil management plan that will be Project-specific and give
provisions for dealing with quarry’s overburden material (if any), stripped topsoil, any other
importing or exporting ground materials (excavations, stockpiling, stripping, backfilling, etc.);

e developing and implementing livelihood restoration and compensation measures specific for the
areas where livelihood is impacted by temporary loss of agricultural lands; and

e developing and implementing the Project-specific soil monitoring program that covers all the aspects
of activities as well as the whole area of their influence;

e preserving topsoil material of the former irrigated croplands for further rehabilitation works by its
stripping in areas where buildings or structures are located, then stockpiling in conditions that save
its mass and fertility to the maximum extent possible;

¢ minimizing the sediment load originated from the Quarry and construction sites of the Projects to the
canals, the valley of Kly (Qili) river and associated ravines by stabilizing the surfaces of stockpiles
and soil dumps, slopes and exposed grounds; and

¢ developing and implementing the Project-specific soil remediation plan that specifies, inter alia: all
the locations the topsoil needs to be stripped (at least all the former irrigated agricultural plots);
requirements for the storage of topsoil material; requirements for both technical (earthworks) and
biological remediation of soils disturbed by the Project activity; requirements for reporting
remediation works and further monitoring of reclaimed areas.

Since the Project is fundamentally land-intensive (with mining only taking up to 50-100 ha of the 440 ha
sized licensed claims area) and will leave some part of the allocated land permanently unavailable for
agriculture, the pre-management magnitude of this impact could be preliminary assessed as minor to
moderate depending on recipients: the soil resources of Zafarobod, Forish and Sharof Rashidov rural
municipalities won’t be affected significantly, while a number of agricultural land users will share their
land plots with the Company or operators of associated infrastructure facilities on a temporary basis and
therefore be facing the need of additional land management and restrictions (to be further clarified when
all the Project-related land allocation plans will become documented).

Offset activities like refilling historical pits with overburden material would enable to minimize stockpiling
of soil and will expectedly retard mass movement processes along the pits’ brinks and subsequent
degradation of adjacent agricultural lands. The overall significance of the impact with all the management
measures taken into account is assessed as medium, although the Project configuration has not been
finalized, and distribution of soils within the Project Area cannot be assessed at a sufficiently fine scale.

Soil and groundwater quality. There’re three main pathways for contaminants from the Project
activities to penetrate to soils and groundwater:

e fall-out of air-borne pollutants;
e spills of wastewater and technical liquids; and

e seepages of chemicals from waste.
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The quarrying and the hauling of raw material are likely to be the main sources of dust, during the
operational phase. Dust will be emitted as a result of excavation, blasting, materials handling and vehicle
movement in and out of the Quarry. Periodic earth moving to remove and stockpile the overburden of soil
will also result in dust emissions. Dust from these sources tends to be of a larger particle size, so the
major amount of it will be falling out locally within the surrounding area on soil or snow surface
depending on the season.

To the contrary, all particulate and gaseous emission sources of the cement plant will be provided with
dust, gas and vapor control measures, so the emission of regulated pollutants will be within
internationally accepted standards, and the plumes will contain only the permitted remains of finely-
dispersed particles, gases and vapors that have a potential to travel by large distances from the sources
and therefore dissipate among the particles of similar size fractions originated from other sources.

Therefore, the proposed Plant as a new stationary point source of air emissions is unlikely to contribute
significantly to soil contamination in any way including acid rains, fall-out of particulates, penetration of
toxic gases and vapors into the soil, etc. One can resume now on the base of available research materials
that Serozems and associated soils of the Project Area demonstrate very high level of buffer capacity
related to acids. At the same time, the soils’ potential to accumulate contaminants like trace metals and
polycyclic aromatic hydrocarbons in upper horizons is much higher than their ability to translocate these
elements and compounds to the subsoil or downslope positions of the landscape.

The effects of soil contamination associated with air emissions of the Project will be the most significant
immediately around the sources, and the legislation of Uzbekistan required to organize a 500 m wide
sanitary protection buffer zone (SPZ) within which the near-surface air levels of regulated contaminants
can be above the established limits. The use of soils will also be restricted within SPZ, since they can
share toxic compounds of the plowed layer with harvest. In this context, cultivated soils can be
considered as having moderate sensitivity to this impact.

In addition to the Project-related closure of about 50 ha of fishery ponds, 65 ha more of the remaining
ponds will be located within the statutory SPZ along with 28 ha of irrigated croplands and also several
dozen hectares of areas that are used for irregulated grazing. In Ramboll’s opinion, properties of the soils
and bottom sediments of these impacted areas must be monitored to trace the levels of target
contaminants the list of which is to be derived from the Project’s emissions profile (currently unknown).

There’s no need to develop any special measures to prevent soil contamination with air borne pollutants
other than those already planned for emissions control:

e using of fabric and electrostatic filters for kilns, mills and separators (already provided by the
Project);

e applying of dust suppressants to unpaved motor roads (especially the sections used routinely by
Project vehicles that pass through or close to residential areas or agricultural fields);

e designing road alignments to minimize travel distances and eliminate unnecessary traffic;

e locating stockpiles within the Site boundaries considering the location of potential sensitive receptors
and the predominant wind direction;

e setting speed limits for road traffic to minimize creation of fugitive dust;

e removing grass vegetation and topsoil together (mixed) so that plant matter will help to hold the soil
material;

e where practical, rehabilitation of disturbed lands should be progressive, i.e. implemented as soon as
quarry section is worked out or the land plot is abandoned after short-term (construction related)
use; and

e stimulating grass and shrub vegetation within SPZ that plays important role in minimizing dust
emissions by reducing surface wind speeds and trapping a lot of dust (an option could be to plant
shrub or even forest lines around the Quarry and Plant as well as to perform runoff management in a
way that gives additional water to the areas the vegetation cover of which is desirable).
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The ‘after-management’ magnitude of the impact can be assessed as moderate for the area of SPZ and
minor for the rest zone of Project’s influence. Overall significance of the impact keeps medium for the
sections of cultivated soils falling within SPZ and low for the uncultivated soil variants, both inside and
outside SPZ.

Both construction and operational activities may lead to the contamination of soils and subsaoil,
particularly where there is the uncontrolled (accidental) spillage of technical liquids (incl. hydrocarbons),
wastewater, contaminated snowmelt or storm water in areas where they are not contained and/or
managed. There is the potential that during construction and operation of the cement plant, spillage of
chemicals such as hydrocarbons could affect the soils over a wider footprint than that disturbed by the
actual activity. Where this occurs, phytotoxins could potentially accumulate in soils resulting in these soils
no longer having the potential to support plant growth. There are a number of activities which could
result in this occurring as described briefly below:

o spills of the various hydrocarbons used for power, mining and lubrication requirements as well as
any other reagents used in the processing activities;

e inadequate methods of storage and disposal of hazardous materials and waste resulting in seepage
of effluent or discharge of contaminated runoff;

o breakdown of mobile equipment away from a workshop requiring the equipment to be repaired in
areas where there may not be adequate protection from hydrocarbon spills;

o leaks or spills of process or sanitary wastewater; and

o spills of groundwater piped away from limestone pits (this can induce additional salinity and
structural degradation of the soils impacted).

There may also be the potential that runoff of contact water from the overburden spoil pile (if any), coal
yard (during the 2" Stage of the Project) and spillage of any process water may affect soils in the flow
path of this water. Where this occurs, phytotoxins could be accumulated in soil mass resulting in these
soils no longer having the potential to support plant growth.

The pre-management significance of the impact can be assessed as moderate, with proposed measures
including:

e providing appropriate conditions for the sites where hydrocarbons, solvents, lubricants, any other
potentially hazardous materials are stored or reloaded (more specifically, this could imply
impermeable pavement, secondary containment, storm water and runoff catchment, spillage traps,
bunds, sheds or site-specific combinations of such preventive measures);

e developing and implementing a site-specific action plans for spills and other incidents/emergencies
associated with leaks or spillage of liquids off the site to the adjacent environments;

e preparing procedures to ensure that spillage during mobile equipment maintenance is minimized;
and

e providing stormwater management in a way that implies transporting of contaminated runoff to the
special area equipped with catchment and treatment facilities.

Both action plans and procedures should be updated as necessary to ensure that they contain appropriate
management and remediation strategies to limit the potential impacts associated with accidents and
incidents associated with the spills of material which could impact on soil quality.

Implementation of the measures will reduce the impact’s magnitude to minor, with its overall significance
having been assessed as low thanks to the likely absence of highly sensitive or cultivated soils that could
be directly affected by spills or effluents.

In addition, there’s also a small chance that Project activities, especially earthworks, will mobilize residual
(historic) contaminants (if any) through dust emissions, surface runoff, vertical transfer towards water-
saturated horizons, exporting a surplus soil for remote locations, or some other minor ways like tracking
of contaminated soil by personnel and equipment or with exported wastes. Taking into account that the
site never was chemically intensive, one can suppose the presence of pesticides and other agricultural
chemicals in soils, subsoil and groundwater of the northern (previously agricultural) part of the Project
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Area, mobilization of which could be originating from the Project-related activities. Ramboll expects such
effects being short-term, generally local and of minor amplitude, so their overall significance is assessed
here as low.

Subsoil resources and conditions. Since the limestone deposits and aquifers were discovered and
investigated at the Project Area with the purpose of future extraction, and the footprinted sites have no
prospective uses other than limestone mining, the effect of non-recoverable loss of subsoil material and
extracted groundwater as commercial products or by-products in parallel with depletion of the operated
mineral deposit and aquifers considered as having no need to be assessed in both environmental and
social contexts. It is also very unlikely that the effect of lowering groundwater table that will result from
water extraction and reduction of irrigated acreage, will create any trouble for the local communities.

At the same time, the Project will expectedly launch or speed up a variety of mass movement processes
which have already become apparent or remain latent with a potential to be triggered by human activity.
Some of these processes will likely be local and associated with earthen and subsurface structures,
quarrying spaces and other areas of disturbed vegetation and soils (sloughing, slips and other
gravitation-driven processes, karst, suffusion), with the others being able to go off the Project’s footprint
and spill over to adjacent areas (wind and water erosion, changes of groundwater conditions). Having
qualified the significance of construction impacts on soils as low, Ramboll has no grounds to assign any
other rating to the considered impact also. It’s important to note here that some external hazards that
are consider being very unlikely or having rare occurrence (like high-magnitude earthquakes,
catastrophic rainfall flooding, breaking of upstream hydraulic facilities, etc.) can serve as triggers for
movement of soil and subsoil material the stability of which has been undermined by quarrying and other
Project-related activities.

In particular, the unmanaged operational activities have the potential to increase soil erosion, especially
from the quarrying and the presence of infrastructure where runoff from disturbed areas is likely to be
higher than would occur under natural conditions. For such locations, the increased water velocity at
runoff during rainfall events may result in the erosion of soils on the periphery of the infrastructure and
quarrying area followed by permanent loss of soil resource and change in soil properties.

If this was to occur, it could lead to a loss of a soil resource in the area of the erosion and possibly an
increase in the sediment load where the eroded soils are deposited. This impact is likely to occur around
the limestone quarry, the Plant Area, Accommodation Camp and other hard standing and from the slopes
of the overburden spoil piles (if any).

Preliminary qualified as minor in magnitude and having low significance, this impact will be kept under
appropriate control by many of the above-listed measures like:

e minimizing the area of physical disturbance;
e implementing storm and snowmelt water control provisions around infrastructure;
e providing appropriate management of soil stockpiles.

Terrain of the Project Area is formed by subsiding loams having medium to high potential of water-
induced budging. The underlaying sands and weathered limestone do also not provide very stable
foundation due to their fracture porosity and high potential to induce karst and suffusion events under
water-saturated conditions (i.e. the forming of potholes due to dissolution and outwash of the rock
material by water infiltrations or groundwater). Therefore, the grounds of the Plant Site can be
characterized as generally unstable in wet conditions which predominate here thanks to the irrigation-
induced supplying the local groundwater.

As it has been also indicated by geologists («O'ZGASHKLITI» DUK, 2018), the presence of water-soluble
salts contributes significantly to the subsoil’s corrosiveness to concrete and metal structures along with a
potential of dissolution and leaching chlorides, sulfates and hydro-carbonates by groundwater following
by volume deformations of the layer.

The highest amplitude of both static and dynamic deformations of soil is expected for the areas of
historical waterlogging, irrigation, water channeling and ponding the conditions of which are significantly
changing by increasing loads of Plant’s and Camp’s structures, fill materials, transportation.
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All of this requires careful site-specific management of drainage, process, storm and snowmelt water in a
way that minimizes its contact with subsoil material as well as the extent of subsoil influence zones
associated with Project-related loads, both static (construction sites, building and structures) and
dynamic (motor and rail roads, construction sites, blasting locations, etc.).

Most of the measures listed above for preventing or mitigating construction and operational impacts on
soils will help to provide the subsoil stability within the Project sites. Geotechnical monitoring and
groundwater observations will provide necessary data on the status of impacted subsoil.

Ramboll expects the overall impact of static and dynamic deformations will be limited on-site and
immediate adjacencies and won’t involve any sensitive areas or subsoil features. Indeed, most part of the
Project-related traffic will be based on existing ways, so the associated dynamic loads will be put on the
subsoil that was impacted for a long time by similar loads. Considering this, the overall significance of the
impact can be preliminary qualified as medium to low on the understanding that local deformations
induced by blasting events, excavations, pile works and static loads within previously undeveloped areas
can be measured by much higher values as compared with subsoil already settled by existing or historical
structures.

Ecology. The Project Site is remote from protected habitats and not favorable for vegetation and wildlife
development or preservation. This area was historically disturbed by agriculture, rural development,
construction of canals, roads and power lines. The undeveloped spaces of this area are currently occupied
by desert-steppe and meadow successions that are not unique or having significant environmental value.
At the same time, Ramboll expects the following adverse environmental effects being associated with the
Project (left column of the Table ES1) and therefore requiring mitigation measures (the right column).

Table ES1: Ecological impacts of the Project and their proposed mitigation

Impacts

Withdrawal of land associated with
partial loss of vegetation and soil
cover, local destruction of habitats

Mitigation

A site-specific remediation plan
is required to be developed and
implemented

Comments

Despite vegetation loss cannot
be avoided, successful
restoration, improvement and
long-term management of the
surrounding areas for
conservation and productive
uses would provide significant
compensation

Affecting wildlife through a number
of construction and operational
effects like emissions of noise and
air pollutants

Performing the blasting,
earthworks and installations
outside the breeding and
spawning season (generally,
April to July) to minimize risks
of disturbing birds and fishes

Since the area was developed
for a long time, Ramboll does
not expect highly-sensitive
wildlife species present onsite
or nearby. There should also be
some habituation to lower
reduced noise levels by some
wildlife, but more sensitive
species may avoid the impacted
areas after construction works
and quarrying will start

Increase in exploitative pressures
on habitats neighboring the Project
Site (like excessive grazing,
irruptions, etc.)

None

The effect is unmanaged by the
Company

Impacts associated with human
presence and workforce activity
(like removal of vegetation for
firewood or medicine, the capture
of wildlife and livestock, the
presence of companion animals,
littering up the area, etc.)

Thematic trainings and briefings
for personnel

Adequate waste management
and sanitation facilities

Full compliance is unlikely and
some illegal hunting, fishing
and gathering can be expected.
There should be some
habituation to human presence
by some wildlife, but more
sensitive species may avoid the
impacted areas

Additional fragmentation of
habitats by roads, power lines,
above-ground gas pipeline, fenced-
in areas, the areas disturbed by
earthworks, and other barriers that
will limit migration pathways for
terrestrial vertebrates

Avoiding the use of barbed wire
and providing a 20-30 cm high

unscreened space between the

fence and soil surface

The Project’s communications
will go in parallel with or close
to the other lines that
minimizes additional
fragmentation of habitats and
farmlands.
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Impacts

Mitigation

Comments

Most of the roads to be used
are also historical.

At the same time, the quarry
will occupy a large area of the
Balykly-Tau Ridge, so this could
affect migration routes related
to watering points

Dust deposition on leaves leading
to loss of vegetation productivity
and health

Reducing of productivity and
quality of vegetation for herbivores

The measures intended for
mitigating air and soil quality
impairment

Some dust emissions at the
quarry sites and along the roads
are inevitable but can be kept
to an acceptable level by the
use of latest technologies and
best working practices

Wildlife ‘road-kills’ along access
roads

Road warning signs and speed
limits (especially for crossings
with livestock alleyways)

Thematic trainings and briefings

Since no detailed environmental
investigations have been
performed in the Project Area,
there's no adequate evidence

XXXV

for drivers that mitigation measures are

needed for the Project area to
reduce the risk of ‘road-kills’
and bird electrocution or
collision associated with
transmission lines. Most part of
the Project's lines go in parallel

with or close to existing ones,
Equipping the power lines with
bird protection system (like bird
deflectors)

Bird casualties due to collision with so it is unlikely that Project will

overhead power lines increase significantly the bird
mortality for the whole
territory. As for the road-Kkills,
they should be reduced but
some are still inevitable, and
additional study would indicate
which locations are the most

dangerous in this context

A set of specific measures to

control sparking associated with | March to June period is the time
Steppe fires (specifically, the
seasonally important ones sparked

by passing trains)

railroad operations. Special when the steppe fire is most

provisions for the Site-specific likely to occur in the Project
Fire Safety Plan to control Area

steppe fires

Visual and aesthetic conditions of the area. Taking into account that the Project Area was historically
developed as an agri- and aqua-cultural cluster of the region, fragmented by a dense network of
communications and recently recognized as an area of limestone mining and associated industrial
applications (with another cement plant and quarry having been in operation nearby since 2014),
Ramboll does not consider the Project as changing significantly the landscape’s character. During the 1st
Stage of the Project both limestone quarry and cement plant will not likely be visible from most
viewpoints of the closest residential areas, so the list of potential recipients of the visual effects includes
some residents of Balykly, Nurafshon, Chimkurgon and Pistalikent (with a distance of about 5 km to each
of the settlements), local farmers and other visitors of the area adjacent to the plant and quarry. With
regards to them, some exposure to alteration of the landscape character and loss of visual amenity is
considered possible, predominantly due to associated (quarrying) activity rather than the cement plant.
Considering additionally that the limestone claims of the Company extend not only to the north-eastern
slope of the Balykly-Tau Ridge but to its south-western slope as well, one can expect the 2nd Stage of the
Project will change the landscape much more significantly as far as the mining will gradually destroy the
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ridge. The overall Project-related damage to the landscape character and visual amenity due to
introduction of incongruous features and activities in parallel with transformation of the native terrain is
assessed as having minor to moderate magnitude and can be partially compensated by the following
measures:

e sensitive planning of site works and compound;

e minimizing the lighting and night time operations;

e sensitive coloration of plant and vehicles;

e minimizing the window between working and restoration phase of quarry operations;
e landscaping the Project’s area to the extent possible.

SOCIAL IMPACTS

During the process of ESIA, the following social impacts were identified as positive:

e The Project will generate additional tax revenues thus assisting local governmental bodies in regional
socio-economic and infrastructure development activities.

¢ Employment opportunities will be created by the Company.
e Local goods and services will be contracted by for the Project development.

e During Project operations, it is expected that Huaxin Cement will implement corporate social
responsibility programmes for local communities.

e Support to construction sector of Uzbekistan will be triggered by the Project as local businesses
require additional cement for construction activities, including for housing development.

Ramboll suggested to develop and implement Local Employment Procedure and Local Procurement
Procedure to ensure that the share of local content is enhanced.

The Project also identified potential negative impacts assessed its magnitude and significant following
scientific approaches to determine if community way of life will be affected, and if so, what and to what
degree of those impacts. The following impacts of medium or high significance were identified:

- Land acquisition;

- Influx;

. Construction nuisances;

- Plant operational nuisances

- Limestone quarry exploration and mining activities

. Road transportation and possible use of village road

- The use of security personnel;

- Associated facilities (Transmission line and gas pipeline)

The list of impacts and mitigation measures briefly described above is certainly not exhaustive. The full
ESIA document presents analysis of these and other impacts in more details.

SUMMARY OF FINDINGS AND FURTHER STEPS

An ESIA has been conducted for Project in accordance with relevant environmental and social guidelines
of the International Finance Corporation with an overall objective to ensure acceptable environmental
and social performance of the Project. The ESIA identified potential impacts through a systematic
scoping process whereby the activities (both planned and unplanned) associated with the Project have
been considered with respect to their potential to interact with environmental and social resources or
receptors, which may generate potentially significant environmental and social impacts have been
further assessed in the ESIA, with appropriate mitigation and enhancement measures recommended for
alleviating potential negative impacts or enhancing potential positive impacts from the Project. It is
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concluded in the ESIA that with proper implementation of the recommended mitigation measures, the
residual environmental and social impacts causing by the construction and operation of the Project
would be of no larger than moderate significance, as summarized in Table ES2 below.

To ensure proper delivery of the committed mitigation measures identified in the ESIA Study, an
Environmental and Social Management Plan will be prepared for the Project which provides the
procedures and processes to be applied to the Project activities in order to check and monitor
compliance and effectiveness of the mitigation measures during the construction and operation of the
Project. In addition, this ESMP will be used to ensure compliance with statutory requirements and
corporate safety and environmental policies. Overall, it is expected that the Project will be constructed
and operated with acceptable environmental and social performance under proper implementation of
the ESMP.

The Company will manage and monitor the Project’s environmental, social, health & safety (ESHS)
issues throughout its life cycle — from design development to decommissioning. Specific mechanisms
will be provided at each phase to ensure prevention, minimization, mitigation of potential negative
impacts, as well as measures to enhance the positive effects including:

e Environmental and social impact assessment in compliance with international requirements,
including concerns expressed by stakeholders during public discussions;

e Development of design documentation in line with the best industry practices and best available
techniques, internal review of design solutions;

e Appointment of qualified contractors capable to ensure compliance with the Project Applicable
Standards, and monitoring of contractor’s practices for compliance with such requirements
throughout the contract period;

e Procurement of modern equipment and materials which meet up-to-date environmental and safety
standards;

¢ Ongoing supervision and monitoring of construction activities on the site, and use of modern
construction technologies;

e ESHS training of the Company and contractor’s personnel; and

e Day-to-day and long-term management of environmental, occupational health and safety,
community safety impacts and risks through implementation of specific ESHS management plans.

The Project ESHS management plans and procedures shall be developed and implemented in order to
provide adequate management of environmental, social, health and safety impacts and risks associated
with the Project implementation, including respective site-specific construction and operational
practices. The Project management and monitoring procedures shall be developed taking into account
the findings of the current ESIA.
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Table ES2: Impact Assessment
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Classification of Impacts
i Assessment of Impacts*
Sl N Likelihood Acceptability 8
Magnitude
+ - Beneficial N — Negligible Recipients
O - Neutral (Rare) Acceptable with monitoring (no
-1 - Adverse Mr — Minor mitigations are required) o s o o
Negligible (Unlikely) 2 2o |3 - . - S &
-2 - Adverse Mo — Moderate | Acceptable with monitoring and < @ 0 S |5 g b g S g = I 2
Minor (Possible) minor mitigations 2 g § 9 |3 . 3 3 2 pei ) £ 9 3 _‘g
-3 - Adverse Mj — Major Acceptable with monitoring and S g o 3o -?-:, o g 2 5 3 2 2 3 3 =
Moderate (Likely) moderate mitigations £ 3 2 23158 2 x o T § 3 ﬁ 5 L
Acceptable with monitoring, g S - XD |= 5 e 5 © g 7o |4 g o o 2
-4 - Adverse . . L o 29 7} - © < 3 [ - 3 c £ | S £ ® = 8
Maior C - Certain significant mitigations and z 2 > = c c 79 = 23 = E B o 2 o o
J compensations (when required z z 8 g3 |z g 3 B = 3 S 133 8 2 &
Activities as Sources of Impacts
Construction Phase:
pre-project surveys; -1Mr | -AMr | -AMr | 2Mo | -IN | -AMr | 2Mo | -1Mo | -1Mo | -1Mr | + | -2Mo | -1IN
relocation of the A.A. Sarkisov Main Water Canal; -iMr | -1Mr | -3Mj | -=2Mo | -AMr | -=2Mo | -2Mo | -2Mo | —1Mr | —1Mr 0 | -2mo | —a1Mr
siting and construction of the cement plant —_2Mo —_2Mo -1C -3C —2Mj -3C —2Mo —2Mr —_2Mr —_2Mo + -3C —2Mr
and accommodation camp;
siting and construction of infrastructure facilities (power —oMr | —2mr | —2mr _2C _2Mo _2C -2Mr | -3Mo | -2Mo | -3Mj + -2C _2Mr
lines, gas supply pipeline, access motor and rail roads)
Commissioning and Operation Phases:
quarrying, -3C -3C | 2Mo | -2Mo | -3Mo | -3Mo | -3Mo | -2Mo | -2Mo | 2Mo | + | -3Mo | -3Mo
operations within the cement plant site; -3Mj | -2Mj | -2Mj | -2Mo | -3Mo | -2Mo | -2Mo | -2Mj | -2Mr | -3Mj + | —2Mo | -2Mo
operation of associated gas pipeline; —2Mr | -IN | =2Mr | -=2Mj | -=2Mo | -2Mr | —=2Mr | -2Mo | =2Mo | -=2Mo | + | =3Mr | -3Mr
operation of associated power lines; 0 _oMr _1N —2Mj -2Mj | -2Mo _1N -3Mj | —2Mr | -2Mr + _2Mo | —3Mmr
operation of accommodation camp; -2Mo | -2Mo | -2Mo | -2Mr | -2Mo | —2Mr | -2Mo | -2Mj | —2Mr | -2Mo | + | -2Mo | -3Mo
transport operations (motor and rail roads) -3Mj | -8Mj | -2Mr | —2Mr | —2Mr | -2Mr | -2Mr | -3Mj | -2mr _2C + | -3Mo | -3Mo
Decommissioning and Closure Phases:
remediation*> of quarries; —-2Mo | 2Mr | =3Mr | -=2Mo | -IN | -2Mo | -2Mo | -2Mo | -1Mr | -1Mr | + | -2Mo | -3Mo
closure, demolition and remedi_ation workg at the —2Mo | =2Mo | -3Mmr | =2Mo _1N —2Mr | =3Mo | =1Mo | -1Mr | —1Mr + —2Mr | =2Mo
cement plant and accommodation camp sites;
decommissioning and demolition of associated infrastructure oMr | —2Mr | —2Mr | —2Mo _1N _OMr 2oMr | —amo | —imr | —amr - _2Mr | —1Mo
followed by remediation of its right-of-way areas

*Given the proposed mitigation is implemented **All the remediation activities are beneficial for the long run, but the Table indicates adverse effects associated with earthworks, soil rehabilitation and associated onsite activitie
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INTRODUCTION

Ramboll CIS LLC (the Consultant), an entity of the Ramboll Group, was assigned to develop Environmental
and Social Impact Assessment (ESIA) for the Project in compliance with the IFC Environmental and Social
policies and guidelines and other applicable standards as described in Chapter 2.

ESIA package is to include the ESIA report, non-technical summary (NTS), Environmental and Social
Action Plan (ESAP), Framework Environmental and Social Management Plan (ESMP).

The current document represents the ESIA report, including the overview and analysis of legal
requirements, methodology used, environmental and social baseline information, environmental and
social impacts, recommendations on their mitigation and monitoring and control, as well as respective
management measures and arrangements. ESAP and FESMP are provided as separate documents but
discussed in the respective chapter of this report.

Project Location

The Region of Jizzakh (also spelled and written as Dzhizzak or Jizzax), where the Project is based, is
currently the 20k km? area around the same-named town that historically served as a small oasis and a
settlement on The Silk Road. Agriculture and construction materials are the main sectors of the regional
economy that is also benefited by positioning on the main way between the cities of Tashkent and
Samarkand.

Huaxin Jizzakh is approximately 25 km north of Jizzakh City, Jizzakh Oblast, Uzbekistan (Please refer to
Figure 1.1. for further details). The site is barren steppe land with the nearest community approximately
5 km away. Another existing cement plant is approximately 8 km to the northwest of Huaxin Jizzakh site.
There is no other industry in the project area.

The project consists of 81 ha cement plant site and the adjacent 440 ha limestone quarry. The associated
facilities with the project are 3 km access road, 50 km power transmission line, and 17 km gas pipeline.
The 3-km temporary access road was built by the local government a few years ago for construction
material transportation from the current Huaxin Jizzakh site. The project site is adjacent to an existing
railway and a water canal to deliver water from Syr Darya River to Aydar Lake.

The region is divided into 12 municipal districts, the three of which (Sharof Rashidov, Forish and
Zafarobod ones) are affected by the Project to different extents. Most part of the region’s area is a
desert-like steppe that is edged by mountain ridges and dissected by scarce low-water streams. The
expansion of irrigation in Soviet era created here a number of agri- and aquacultural areas the one of
which (consisting of fishery ponds, irrigated croplands and waterway networks) is immediately touched
by the Project, with the closest residential areas of the local rural communities being separated from the
Project sites by a space of 4 to 7 km.

Objectives and Limitations on the Current ESIA

At the moment of this ESIA report preparation, the actual information about current site-specific
environmental settings were limited to the geological surveys and engineering specifications provided by
Huaxin Jizzakh

Thus, the current environmental and social impact assessment (ESIA) is focused to provide a preliminary
but comprehensive (as far as possible using currently available information) and integrated assessment
of negative impacts, benefits and potential risks of the Project, and to propose adequate prevention,
mitigation and compensation measures to address the identified environmental and social effects.

Performance of the above scope has been structured in the following range of tasks:

e desk studies of the available limited Project studies and documentation;

e identification of scope for the surveys required for the Project against the applicable national
and international requirements;

e supplementary desk studies, collection of missing information and comprehensive review of all
collected information, stakeholder consultations;
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e analysis of potential Project ESHS effects, impacts and risks, including secondary, cumulative,
combined impacts and potential long-term effects of the proposed activities;

e development and planning of further mitigations and stakeholder engagement activities for the
Project.

The Project ESIA package is to be prepared in English language and disclosed for stakeholder
engagement process in accordance with the IFC environmental and social guidelines (see Chapters 4 and

8 for details).
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Figure 1.1: Site location map
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Project Proponent

Huaxin Jizzakh is a fully-owned by Huaxin Cement Co. Ltd, a leading cement producer in Asia.
Established in 1907, The Huaxin Company was one of the first cement producers in China and has been
recognized by now as cradle of this country’s cement and concrete industry. In 1993, Huaxin
implemented joint stock reform and became the first A and B shares listed corporation of China in
building materials sector.

Currently titled as Huaxin Cement Co. Ltd., the Company produces annually about 70 million tons of
cement varieties (graded as 32.5 MPa, 42.5 MPa or higher), some 2 million tons of ready-mixed
concretes, and 4.5 million tons of aggregates. Additional products and services provided by Huaxin
include cement equipment, cement packaging products, and treatment of solid waste materials.

Present in 10 provinces in China and abroad with over 100 production sites and total assets of over 26
billion CNY, sales of 3 billion USD, and with 17,000 employees, Huaxin Cement Co., Ltd is ranked in
China's top 500 manufacturing companies and is also listed as a Fortune China 500 Company.

The Huaxin’s headquarter is located in the City of Wuhan, Hubei Province of the Central China (the postal
address is Block B, Huaxin Building, No0.426, Gaoxin Avenue, Donghu New Technology Zone, Wuhan,
Hubei 430073; Phone: +86.27.8777.3896, Fax : +86.27.8777.3962, Web: http://www.huaxincem.com).

Since 2008, LafargeHolcim Ltd., the Swiss-based construction materials major, became the largest
stakeholder of Huaxin with its current share being around 41.8 per cent!®. Another large share of the
Company is operated by Huaxin Group Co. Ltd. (some 25 per cent), and several companies are holding
the shares of 1 to 3 per cent (Rongtong Fund Management Co. Ltd., China Investment Corp., UBS Group
AG, The Goldman Sachs Group, Inc.). Huaxin is listed on the Shanghai Stock Exchange (SSE) with a
market cap of ~$3.5 billion (bn). Huaxin has operations across China, Tajikistan, and Cambodia and has
plans to expand to other developing markets.

Over 90 per cent of the Company’s production capacities are located in China, with foreign facilities being
located also within Asia, in Tajikistan and Cambodia. After visiting the Huaxin’s plant in Tajikistan and
looking over the facilities constructed with the use of its products, an official delegation of the Republic of
Uzbekistan invited the Company to enter the growing cement and concrete market of this country with
launching a new cement plant in Jizzakh Region (hereinafter referred to as ‘Project’).

To operate the Project, Huaxin established a limited liability entity, Huaxin Cement Jizzakh LLC, with a
status of a foreign enterprise in Uzbekistan, a headquarter in Chimkurgon Rural Settlement of the
Zafarabod District (Phone: +86.13.9999.06411). In addition, an operational office of the subsidiary has
recently been opened in the town of Jizzakh. Mr. Yao Bingjun (Phone: +998.935.760.190, E-mail:
yaobingjun@huaxincem.com) has been appointed to the position of the Project manager.

Need for the Project

In 2016, the Republic of Uzbekistan consumed 8.5 million tons of cement which is 24 per cent higher
than in 201216, The growth continued in 2017-2018 and is expected to remain in coming years with the
mean rate of 5 per cent a year due to the growing development and construction works within the
country.

Domestic production of cement is also growing and covered about 70 per cent of consumption, so the
year of 2018 gave 9.2 million tons of the national cement production and some 3.5 million imported (and
in 2019 the inflow of cement has increased by 47 per cent as compared with the same reporting period of
the previous year). Over 90 per cent of the cement is used directly (65 %) or as construction elements
(25 %) for civil and industrial projects of Uzbekistan.

Most of the Uzbek cement plants work at or very close to their maximum productivity, with the mean
sector-wide utilized capacity being over 95 %. Six large facilities provide the major portion of domestic
cement production: KizilkumCement JSC (with a capacity of 3.5 million tons a year), AkhangaraCement

15 According to the latest available quarter report of the Huaxin Cement Co. Ltd. (http://www.huaxincem.com/Investor-Relations/)
16 Zaripov K.V. Cement industry of the Republic of Uzbekistan // ‘Cement and its Applications’ Journal. 2019. No. 1 (available at https://jcement.ru/)
Zaripov K.V. Cement industry of the Republic of Uzbekistan // ‘Cement and its Applications’ Journal. 2017. No. 2 (available at https://jcement.ru/)
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JSC (1.7), BekabadCement JSC (1.3), KuvaysayCement JSC (1.1), Jizzakh and Sherabod Cement Plants
(both operated by Almalykskiy GMK, JSC; 1 and 1.5 million tons a year, respectively). Up to 10 minor
producers annually give 0.6 to 1.0 million tons of cement.

The Republic
of Karakalpakstan

Navoiy Region
Toshkent

G
5 20~
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Proposed cement plant
Cement plants in operation
Capital

Cities
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Figure 1.2: Location of major cement plants at the map of the Republic Uzbekistan

Source: Zaripov K.V., 20177, Huaxin Cement plant is marked by No 20); 1 - QizilgumCement JSC, 2 - AkhangaranCement JSC, 3 -
KuvasayCement JSC, 4 - BekabadCement JSC, 5 - Jizzakh Cement Plant, 6 - Fergana Cement LLC, 7 - Turon Eco Cement Group LLC, 8
- Farkhadshifer LLC, 9 - Everest metall favorit LLC, 10 - Kezar LLC, 11 - Sing Lida LLC, 12 - Buyuk PE, 13 - TITAN CEMENT LLC, 14-
Shangfeng-Bridge of Friendship JV, 15 - Yaypan Shifer LLC, 16 - GalloorolCement LLC, 17 - Sherobod Cement Zavodi JSC, 18 -
SurkhanCementlnvest LLC, 19 - Gansu Hengya Cement Co LTD, 20 - Huaxin Cement LLC

The proposed Project aims at alleviating the growing cement deficit in the domestic market which
currently imports some 30% of the total cement consumed. It is anticipated that local cement production
will substitute imports, thereby generating foreign exchange savings and a significant reduction in the
cement price. The increase in local production will help support the development of infrastructure and
housing projects, which will encourage new business opportunities in other industrial and service sectors
of Uzbekistan (especially in Jizzakh and the neighboring Samarquand regions) and lead to further job
creation (more specifically - over 300 new positions for the Project).

The facility represents an input of 300M USD, financed through direct investment and borrowed funds.
Therefore, the Project will contribute substantial transfers to both regional and national budgets through
corporate and other taxes over its lifespan. Output from the plant is expected to be 40 per cent of M400
Portland cement and the rest 60 per cent of M500 cement with 10 per cent of the total volumes
earmarked for exports. The Project is divided into two stages, with the first one starting in the beginning
of 2020 with annual cement production of 1.5 Mt. Decisions relating to the second stage will be made
with market conditions taken into account.

Another company from China, Gansu Hengya Cement Co. LTD, has also recently invested to a cement
project in Uzbekistan, and the 2.4 Mt plant is now under construction in Kattakurgan District of the
Samarkand Region.

17 Zaripov K.V. Cement industry of the Republic of Uzbekistan // ‘Cement and its Applications’ Journal. 2019. No. 1 (available at
https://jcement.ru/)

18 Huaxin Cement begins Zafarabad plant build in Uzbekistan // CemNet.com Portal of the cement manufacturing sector (available at
https://www.cemnet.com/)
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Proposed Project E&S Categorization and Rationale

The Project categorization has been reviewed by the Consultant in order to determine the scope and
types of environmental and social studies, mitigations, disclosure and stakeholder engagement required
for the priority investments selected for IFC financing.

The Sustainability Policy of IFC 2012 requires that the proposed project undergo a process of
environmental and social categorization to reflect the magnitude of risks and impacts, in order to define
the applicable scope and type of environmental assessment. The IFC’s institutional requirements for
information disclosure are defined depending on the project category, in accordance with IFC Access to
Information Policy. Projects may be attributed to one of the four categories depending on the nature and
significance of their potential environmental and social impacts.

The Huaxin Jizzakh cement plant is greenfield project. Cement plant and limestone quarry have a large
footprint of total 521 ha with associated facilities of gas pipeline, power transmission line, and access
road. Besides limestone, significant amount of water and natural gas will be consumed. Particulate
matters (PM) and nitrogen oxide (NOx) are expected as major project emissions.

The key E&S issues and risks associated with this project include: i) an environmental and social impact
assessment to fully understand the potential E&S risks and mitigations ii) E&S management for both
construction and operation phases iii) energy efficiency and greenhouse gas (GHG) emissions iv) water
availability and water efficiency v) emission controls for PM, NOx, and potential heavy metals vi) land
acquisition and compensation and vii) stakeholder engagement. This is therefore a Category A project
according to IFC’s Policy on Environmental and Social Sustainability.

Structure of the ESIA Report

In order to provide clear presentation of the ESIA procedures including their results, conclusions and
recommendations, this Report is structured as follows:

Chapter 1 Project Overview (this chapter). The chapter introduces the Project by providing
details of its location, scope, owner and developer.

Chapter 2 Legal Framework and Applicable Standards. This chapter provides an overview of
the regional, national and international legal framework, within which the Project is to be
developed and implemented. Environmental and social legal requirements of the
Republic of Uzbekistan is considered together with the applicable international Lender
requirements and guidelines.

Chapter 3 ESIA Methodology. This chapter provides an overview of the overall process of
environmental and social impact assessment and applicability of the international
methodology for the ESIA procedure. The chapter further addresses: definitions of key
terms; identification of potential environmental and social impacts (through consultation
and scoping process); description of the criteria used to determine the significance of
impacts for various environmental and social topics; and how mitigation measures are
considered within the assessment process.

Chapter 4 Stakeholder Engagement. This chapter describes the stakeholder engagement
process adopted by the Project. It describes the results of consultation activities
undertaken earlier and as part of the ESIA process. It also provides stakeholder
identification.

Chapter 5 Project Description. This chapter describes the background and phasing of the Project,
including descriptions of the main and auxiliary facilities, infrastructure, associated
facilities, as well as definition of the Project boundaries in the form of the Project area of
influence. Tentative project implementation timeline is provided.
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Analysis of Alternatives. The key process solutions are presented as they are seen at
the current stage of planning, alongside with considered alternatives and justification of
the preferred alternative. Tentative project implementation timeline is provided.

Baseline Environmental Conditions. The existing environmental baseline is described
and characterised in this chapter.

Social and Economic Baseline Conditions. The existing social baseline is described
and characterised in this chapter.

Environmental Impact Assessment. This chapter presents the assessment of
potential environmental impacts, including identification of mitigation measures and
monitoring requirements. Impacts of the Project are assessed for each component of the
environment. Climate change risks for the Project are estimated and options for
mitigating them are considered. Probability of transboundary impacts is also assessed.

Social Impact Assessment. This chapter presents the assessment of potential social
impacts, including identification of mitigation measures and recommendations for
monitoring. Impacts during the Project implementation are assessed on a topic-by-topic
basis.

Decommissioning. Potential impacts specifically associated with decommissioning,
dismantling and disposal of the Project facilities and infrastructure are addressed in this
chapter.

Transboundary Impacts. This chapter considers potential long-term transboundary
impacts.

Cumulative Impacts. This chapter addresses potential cumulative impacts of the
Project and other third-party economic activities in the region.

Environmental and Social Management. This chapter describes the approaches to
environmental and social management across all Project activities and recommends the
management procedures and plans to be adopted to ensure compliance with the
applicable international requirements throughout the life of the Project.

Conclusion provides summary of the key significant impacts, mitigations and
monitoring, as well as recommendations for further studies to remove uncertainties.

Additional graphical, tabular and text materials are provided in the Appendices of the report.

The ESAP and NTS are to be provided as separate documents but ESAP is discussed in Chapter 14.
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Legal Framework and Applicable Standards 2-1

LEGAL FRAMEWORK AND APPLICABLE STANDARDS

Introduction

The Company is seeking to procure project financing for the Project development in Uzbekistan. The
required funding is expected to be raised from the IFC funds and other prospective lending institutions
(collectively, the “Lenders”). In line with this financing strategy, the Project will be developed in
compliance with the following environmental and social requirements:

. Applicable regional and national environmental, social, health and safety laws and regulatory
requirements;

. IFC’s Performance Standards (PS), dated January 2012;
. World Bank Group/IFC Environmental, Health, and Safety Guidelines; and

. all relevant international substantive environmental directives and standards, including EU
Industrial Emission Directive and relevant BAT BREF Guidances (both national and
international),

together considered as “Applicable Standards” and can be considered as Project benchmark.

The Project performance will therefore be assessed against the standards provided within the above
national and international environmental and social requirements. Should national regulations and/or
international conventions differ from the levels and measures presented in the applicable Lender
standards, the Company’s Project will apply the most stringent standard except where there is a strong
justification to deviate from the most stringent standard.

International Financial Institutions (IFIs) Requirements

IFC Performance Standards (2012)

IFC is part of the World Bank Group and a recognised international leader in the sphere of development
and implementation of environmental and social sustainability policies. In accordance with its
Environmental and Social Sustainability Policy, IFC uses a set of environmental and social Performance
Standards (PS) to assess proposed projects. In April 2012 IFC issued a new version of Environmental and
Social Sustainability Policy and PSs.

PS 1: Assessment and management of environmental and social risks and impacts

PS 2: Labour and working conditions

PS 3: Resource efficiency and pollution prevention

PS 4: Community health, safety and security

PS 5: Land acquisition and involuntary resettlement

PS 6: Biodiversity conservation and sustainable management of living natural resources
PS 7: Indigenous peoples

PS 8: Cultural Heritage

PS 1 Assessment and management of environmental and social risks and impacts applies to all
projects that have environmental and social risks and impacts. PS 1 defines seven minimum
requirements or system elements that must be addressed in the project ESMS, which are summarized as
follows:

o Establishment of a policy framework for achieving and maintaining compliance with host nation
laws and regulations, as well as achieving the environmental and social objectives of the
project;

. Establishment of processes for the identification of risks and impacts, with ongoing iterations to
address the effect of project changes, over the project life cycle;
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. Establishment of management programs or procedures to address specific risks and impacts,
and the means for adjusting those programs to accommodate project changes;

. Provisions for maintaining organizational capacity and competency;

. Establishment of appropriate emergency preparedness and response mechanisms;

. Establishment of processes for ongoing stakeholder engagement/ communication; and

) Establishment of processes for monitoring and reviewing environmental and social performance
as the basis for continual improvement.

The requirements of PS 2 Labour and working conditions are guided in part by a number of
international conventions negotiated through the ILO and the UN. The specific objectives of this PS are:

. To establish, maintain and improve the worker- management relationship;

o To promote the fair treatment, non-discrimination and equal opportunity of workers and
compliance with national labour and employment laws;

. To protect the workforce by addressing child labour and forced labour;

o To promote safe and healthy working conditions; and

. To protect and promote the health of workers.

The major objectives of PS 3 Resource efficiency and pollution prevention are to:

. Avoid or minimize adverse impacts on human health and the environment by avoiding or
minimizing pollution from project activities;

. Promote more sustainable use of resources, including energy and water; and

o Reduce project-related GHG emissions.

PS 4 Community health, safety and security addresses the client’s responsibility to avoid or minimize
the risks and impacts to community health, safety, and security that may arise from project related-
activities, with particular attention to vulnerable groups. The specific objectives of this PS are therefore:

. To the extent possible, anticipate and avoid adverse impacts on the health and safety of the
affected communities during project life, from both routine and non-routine circumstances; and

o To ensure that the safeguarding of personnel and property is carried out in accordance with
relevant human rights principles and in a manner that avoids or minimizes risks to the Affected
Communities.

PS 5 Land acquisition and involuntary resettlement recognizes that project-related land acquisition
and restrictions on land use can have adverse impacts on communities and individuals that use the land.
Involuntary resettlement refers both to physical displacement (relocation or loss of shelter) and to
economic displacement (loss of assets or access to assets that leads to loss of income sources or other
means of livelihood) as a result of project-related land acquisition and/or restrictions on land use. The
main objectives of this PS are:

o To avoid and minimize to avoid forced evictions;

o To anticipate and avoid or minimize adverse social and economic impacts from land acquisition
or restrictions on land use;

o Improve, or restore the livelihoods and standards of living of displaced persons; and

. To improve living conditions among physically displaced persons through the provision of
adequate housing with security of tenure at resettlement sites.

PS 6 Biodiversity conservation and sustainable management of living natural resources is
developed with due consideration of the Convention on Biological Diversity and recognizes that protecting
and conserving biodiversity, maintaining ecosystem services, and sustainably managing living natural
resources are fundamental to sustainable development.

The objectives of this PS are therefore to:

. Protect and conserve biodiversity;
o Maintain the benefits from ecosystem services, which are defined as the various functions and
valued benefits an ecosystem provides for other resources and for human beings; and
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. Promote the sustainable management of living natural resources through the adoption of
practices that integrate conservation needs and development priorities.

To achieve the goals of this Standard, habitats are identified and divided into modified, natural and
critical ones. Critical habitat is a subset of modified and natural habitat.

PS 7 Indigenous peoples recognizes that indigenous people, as social groups with identities that are
distinct from mainstream groups in national societies, are often among the most marginalized and
vulnerable segments of the population.

The objectives of this PS are therefore to:

. Ensure that the development process fosters full respect for the human rights, dignity,
aspirations, culture, and natural resource-based livelihoods of indigenous peoples;

. Forecast and prevent adverse impacts of projects on IP communities or, when this cannot be
avoided, minimize and/or compensate damage and loss caused by the impact;

. Offer a way to enjoy the benefits and opportunities of sustainable development in a manner that
is acceptable within a given culture;

. Establish and maintain, on the basis of informed consultation and participation, the ongoing
relationship with indigenous peoples being under the project influence during the entire project
life;

) Ensure free, prior and informed consent of IP communities under the circumstances considered
in this Performance Standard; and

o Respect and preserve the IP culture, knowledge and customs.

IFC PS 7 is considered as not applicable to the Project (see Chapter 6 for details).

PS 8 Cultural Heritage reflects an important role of cultural heritage of present and future generations.
Based on the Concerning the Protection of the World Cultural and Natural Heritage, the PS is aimed at
ensuring protection of the cultural heritage by the clients during their activity under the Project.

The eight Performance Standards are supported by IFC EHS guidelines.

PS 1-5 are considered by Ramboll to be relevant to the Project, while PS 6, PS 7 and PS 8 are not
considered relevant (please refer to Section 2.2.3 below).

Applicable IFC Guidelines

The WB/IFC EHS Guidelines are technical reference documents with general and industry-specific
examples of Good International Industry Practice (GIIP), as defined in IFC Performance Standard 3 on
Resource Efficiency and Pollution Prevention. The EHS Guidelines contain the performance levels and
measures that are normally acceptable to the IFC and are generally considered to be achievable in new
facilities at reasonable costs using existing technology.

The IFC EHS Guidelines comprise both general and industry-specific guidelines. The IFC General EHS
Guidelines contain information on cross-cutting environmental, health, and safety issues potentially
applicable to all industry sectors. It is designed and should be used together with the relevant industry
sector specific guidelines.

IFC Environmental, Health and Safety (EHS) Guidelines applicable to the Project are:

. General EHS Guidelines, dated April 2007;

. Cement and Lime Manufacturing, dated April 2007;

o Construction Materials Extraction, dated April 2007;

o Mining, December 2007;

. Railways, April 2007;

. Electric Power Transition and Distribution, April 2007.

Other applicable procedures and guidelines of IFC:

. Environmental and Social Review Procedures, 2016;
. Environmental and Social Management System Implementation Handbook (General), 2015;
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. Environmental and Social Management System Implementation Handbook for Construction,
2014;

. Stakeholder Engagement: A Good Practice Handbook for Companies Doing Business in Emerging
Markets, 2007;

. Good Practice Note: Managing Contractors' Environmental and Social Performance (October
2017);

. Use of Security Forces: Assessing and Managing Risks and Impacts (February 2017);

o Worker's Accommodation: Processes and Standards (Guidance Note by IFC and EBRD, 2009);

. Good Practice Handbook: Assessment and Management of Cumulative Impacts: Guidance for
the Private Sector in Emerging Markets (August 2013).

. IFC. Good Practice Note: Addressing Grievances from Project-Affected Communities, 2009.

2.2.3 ldentified Applicable IFC Performance Standards

The list of international standards and their applicability to the Project are presented in Table 2.1.

Table 2.1: Applicability of international standards to the Huaxin Cement Project

IFC Performance Standard Applicability

I. Assessment and Management of
Environmental and Social Risks and
Impacts

Applicable

This Performance Standard is applicable to projects with social and
environmental risks and impacts to be managed through all
project phases.

I11. Labour and Working Conditions

Applicable

The requirements of the Standard are intended to secure safe and
healthy working conditions.

111. Resource Efficiency and
Pollution Prevention

Applicable

The requirements of the Standard are intended to prevent and
minimize adverse impacts on health and environment through
environmental pollution abatement during implementation of the
Project.

1V. Community Health, Safety and
Security

Applicable

The requirements of the Standard are intended to prevent and
mitigate risks and impacts on community health and safety during
the Project life cycle

V. Land Acquisition and Involuntary
Resettlement

Applicable

The requirements of this Standard are intended to minimise the
adverse social and economic effects of limitations on land use.
These requirements is applicable to the proposed Project as,
probably, a Livelihood Restoration Plan will be required. No
resettlement activities are deemed to be necessary based on the
information received to date.

VI. Biodiversity Conservation and
Sustainable Management of Living
Natural Resources

Not Applicable

The requirements of the Standard are intended to protect and
conserve biodiversity and to stimulate sustainable nature
management.

Natural protection area or protected species are not identified by
desktop research, field visits, and meeting with local
environmental agency. The site visit verifies that there are only
stressed sparse grasses at the barren steppe. There is no other
vegetations in the project area. There is no residential community
near the project site.

VII. Indigenous Peoples

Not Applicable

The Standard is primarily aimed at the prevention of adverse
Project impacts on indigenous communities, and mitigation and
appropriate compensation if such impact is unavoidable.

Areas of traditional nature use and communities of indigenous
peoples are not present in the Project area of influence..

IERNGERITEIRAS

HUAKIN CEMENT CO., LTD.

RAMBGLL



2.3

Legal Framework and Applicable Standards

IFC Performance Standard

Applicability

VIII. Cultural Heritage

Not Applicable

Archaeological sites are not present in the Project’s impact area.

International Agreements and Conventions Signed by Uzbekistan

Uzbekistan’s foreign policy is compiled in accordance with the principles of compliance with the
requirements of international law. This policy and supporting documents, is aimed at facilitating
Uzbekistan to comply with multilateral environmental agreements (MEAsS) and to enable Uzbekistan to
take part in international conservation programs and projects. The Programme of Actions on Nature
Protection for 2013 — 2017 (Decree of the Cabinet of Ministers No.142 as of 27.05.2013), provides the
most recent framework for international environmental cooperation.

Uzbekistan is signatory to some international agreements and conventions of environmental significance.
These therefore render them relevant to the Huaxin Cement project. In addition, international financing
groups (e.g. World Bank, IFC, Bank of Asia, etc.) published certain standards with which projects like the
Huaxin Cement project would have to comply with in order for the proponents to apply for project
funding from the financing groups. The international agreements / conventions and financing standards,
and how they relate to the Huaxin Cement project, are discussed in more detail below.

Uzbekistan is signatory of the following international agreements and conventions, which are of relevance
to the Huaxin Cement project:

Table 2.2: International agreements and conventions signed by Uzbekistan

International Conventions and Treaties

Date of ratification

Date of coming into

force for Uzbekistan

1. UN Framework Convention on Climate Change 20 June 1993 21 March 1994
(acceptance)
2. Kyoto Protocol to UNFCCC 20 August 1999 16 February 2005
3. Montreal Protocol on Substances that Deplete the Ozone Layer 18 May 1993 18 May 1993 London —
(with London, Copenhagen, Montreal amendments) (succession) London — [08.09.1998;
01.05.1998; Copenhagen —
Copenhagen — 08.09.1998I; Montreal
01.05.1998; Montreal |-29.01.2007.
—07.09.2006
4. |Vienna Convention on the Protection of Ozone Layer 18 May 1993 18 May 1993
(succession)
5. Ramsar Convention on Wetlands of International Importance 30 August 2001 8 February 2002
Especially as Wildlife Habitat (accession)
6. UN (Rio) Convention on Biological Diversity 6 May 1995 17 October 1995
(accession)
7. Convention on International Trade of Endangers Species of Wild 25 April 1997 8 October 1997
Flora and Fauna (accession)
8. |Convention on Migratory Species of Wild Animals 1 May 1998 1 September 1998
(accession)
9. Basel Convention on the Control of Transboundary Movements of |22 December 1995 7 May 1996
Hazardous Wastes and their Disposal (accession)
10. |United Nations Convention to Combat Desertification 31 August 1995 29 January 1996
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Date of coming into

International Conventions and Treaties Date of ratification .
force for Uzbekistan

11. |UNECE Convention on the Protection and Use of Transboundary |9 August 2007 3 December 2007
\Watercourses and International Lakes (UNECE Water Convention) |(accession)

12. |Convention on the Law of the Non- Navigational Uses of 9 August 2007 Has not entered into
|International Watercourses (accession) force yet

13. |Paris Convention on Protection of the World Cultural and Natural |2 December 1995 15 June 1996
Heritage

14. |European Convention on the Protection of Archaeological Heritage

15. JAarhus Convention on Access to Information, Public Participation
and Decision making and Access to Justice in Environmental
Matters

16. |Aarhus Convention on Access to Information, Public Participation
and Decision making and Access to Justice in Environmental
Matters

17. |Geneva Convention on Transboundary Long-term Air Pollution
1979

18. |Environmental Modification Convention

Notes:

IAccession/ratification date
applies

Uzbekistan is not a
contracting party

Legal and Policy Requirements of the Republic of Uzbekistan

This chapter provides an overview of the relevant legal and policy requirements as applicable to
Uzbekistan. Local and international environmental and social standards and requirements, of relevance to
the Huaxin Cement Project, are also discussed.

Uzbekistan Administrative and Legislative Organisations -Constitution of the Republic of Uzbekistan

The Constitution of the Republic of Uzbekistan was adopted on 8 December 1992. The Constitution of the
Republic of Uzbekistan consists of the following sections:

) Preamble;

o Fundamental Principles (Articles 1-17);

. Basic rights, freedoms and obligations of the citizens and human being (Articles 18-52);
. Society and Person (Articles 53-67);

. Administrative-Territorial and State Composition (Articles 68-75);

. Organization of State Power (Articles 76-126);

. Procedure of incorporation amendments into Constitution (Articles 127-128).

According to the Constitution of the Republic of Uzbekistan, the Fundamental Principles of the
Constitution of the Republic of Uzbekistan include the following:
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The Nation is only single source of state power. The powers of the state are exercised in the
interest of the people and exclusively by the state bodies authorized under Constitution and
legislative acts;

adopted based on it (Article 7);

The most critical issues of social and political life is subject to nationwide discussion
(referendum). The procedure of conducting referendum is envisaged in the law (Article 9);
Oliy Majlis (Parliament) and the President represent the nation of the Republic of Uzbekistan
(Article 10);

State power system of the Republic of Uzbekistan is based on the concept of separation of
powers into legislative, executive and judicial (Article 11);

Democratic rights and freedoms are protected by Constitution and laws (Article 13);

None of the provisions of this Constitution shall be interpreted to prejudice the rights and
interests of the Republic of Uzbekistan. Neither any law nor legal normative act must be
consistent with provisions and principles of the Constitution (Article 16).

According to the Constitution of the Republic of Uzbekistan the basic rights, freedoms and obligations of
the citizens and human being include the following main principles:

The rights and freedoms according to international treaties of the Republic of Uzbekistan are
provided for citizens and stateless persons in the Republic of Uzbekistan (Article 23).

The right to life (Article 24);

The right to liberty and security (Article 25);

The right to free movement within the territory of the Republic of Uzbekistan and departure
from the country (Article 28);

The freedom of thought, speech, opinion and information (Article 29);

The freedom of conscience and religion (Article 31);

The freedom of meetings, demonstrations and other events according to legislation of the
Republic of Uzbekistan (Article 33);

The freedom of labour unions, political parties and public organisations (Article 34);

The right to property and banking confidentiality (Article 36);

The right to paid leave (Article 37);

The right to social welfare benefits in respect of old age, disability, loss of breadwinner and in
other cases envisaged in the laws (Article 39);

The right to qualified medical service (Article 40);

The right to education (Article 41);

Judicial protection of rights and freedoms (Article 44);

Any property shall not inflict harm to the environment, rights and freedoms of individuals, legal
entities and state (Article 54); and

Land, subsoil, water, flora, fauna and other natural resources are protected by the state and
subject to rational use (Article 55).

According to the Constitution of the Republic of Uzbekistan, the obligations of the citizens include the
following:

All citizens shall bear obligations envisaged in the Constitution (Article 47);

The citizens are obligated to follow Constitution and laws, respect rights, freedoms, honour and
dignity of other persons (Article 48);

All citizens are obliged to protect the environment (Article 50);

All citizens are obligated to pay taxes and local charges (Article 51).

The concept of separation of state powers is envisaged in the following articles of the Constitution of the
Republic of Uzbekistan and other legislative acts of the Republic of Uzbekistan.

2.4.1.1 The Legislative Power According to The Constitution of The Republic of Uzbekistan

The legislative power is governed by the Oliy Majlis (Supreme Assembly) consisting of the Legislative
Chamber and the Senate (Parliament) (Article 76). Oliy Majlis fulfils the following principal functions:

Adoption of the Constitution, incorporation of amendments and supplements thereto;
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. Adoption of constitutional laws, laws of the Republic of Uzbekistan, incorporation of
amendments and supplements thereto;

. Adoption of strategic programs;

. Determination of system and authorities of legislative, executive and judicial powers of the
Republic of Uzbekistan; and

) Determination of taxes and other mandatory payments.

In addition to the provisions outlined in the Constitution of the Republic of Uzbekistan the following laws
and legal normative acts, regulating legislative power, were adopted in the Republic of Uzbekistan: the
Constitutional Laws On Legislative Chamber of Oliy Majlis of the Republic of Uzbekistan (2002) and
Senate of Oliy Majlis respectively (2002), Rules and Procedures of the Legislative Chamber of the
Republic of Uzbekistan (2003) and Senate of the Republic of Uzbekistan (2005).

2.4.1.2 The Executive Power According to the Constitution of the Republic of Uzbekistan

The Cabinet of Ministers of the Republic of Uzbekistan governs the executive body in the Republic of
Uzbekistan as per Constitution of the Republic of Uzbekistan (Article 98), Law On the Cabinet of Ministers
of the Republic of Uzbekistan (2003), Rules and Procedures of the Cabinet of Ministers of the Republic of
Uzbekistan (2005). The Cabinet of Ministers (CM) exercises the following main functions: implements
measures on rational use and protection of natural resources, coordinates the work of state bodies on
joint conducting of natural protection events, implements a large-scale ecological programs of republican
and international importance, and takes measures to eliminate the consequences of accidents and
disasters as well as natural disasters. It should be noted that each of the law regulating environmental
issues contain provisions related to authority of the Cabinet of Ministers of the Republic of Uzbekistan.

2.4.1.3 The Judicial Power According to the Constitution of the Republic of Uzbekistan

The judicial system in the Republic of Uzbekistan is consisting of the Constitutional Court, Supreme
Court, Supreme Commercial Court, supreme courts of the Republic of Karakalpakstan on civil and
criminal cases, Commercial Court of the Republic of Karakalpakstan, Tashkent city court on civil and
criminal cases, interdistrict, district courts on civil and criminal cases, city courts on civil and criminal
cases, military courts and commercial courts (Article 107).in order to implement provisions envisaged in
the Constitution of the Republic of Uzbekistan the following laws were adopted: Law On Courts (2000),
Law On Constitutional Court of the Republic of Uzbekistan (1995) and Law On Arbitration Courts (2006).
The Court in the Republic of Uzbekistan is intended to exercise the judicial protection of the rights and
freedoms of citizens and business entities, institutions and organisations in the Republic of Uzbekistan.

2.4.1.4 Local State Authorities According to the Constitution of the Republic of Uzbekistan

Representative bodies of state authorities in regions, districts and towns (except for towns under regional
jurisdiction and city districts) of towns are Councils of People’s Deputies (Kengash) led by governors
(“khokim™) (Article 99). In addition the Law On Local State Authorities (1993) was adopted in the
Republic of Uzbekistan. The Kengash among other authorities is responsible for environment protection
and enforcement of the laws of the Republic of Uzbekistan.

Gathering of citizens (Makhalla) in the settlements, kishlaks and auls is an independent local form of self-
government in Uzbekistan (Article 105). The Law on Local Self-Governing Institutions was adopted in the
Republic of Uzbekistan (new edition in 2013). Makhalla is responsible for protection of nature,
infrastructure improvement and development, provision of social aid to low-income families and etc.

2.4.1.5 Hierarchy of Principal Sources of Law

The hierarchy of the principal sources of law in Uzbekistan is based on The Constitution of the Republic of
Uzbekistan as the most important element of the law system. The following legal documents are applied
in the execution of the Uzbek legal system (ranked in order of importance):

. Constitutional laws;

. Ordinary laws;

. Resolutions of Chambers of Oliy Majlis of the Republic of Uzbekistan;
) Decrees of the President;
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. Decrees of the Cabinet of Ministers; and
o Regulatory acts.

Uzbekistan Legal Framework for Sustainable Development and Environmental Performance
and Protection

Since the onset of the new millennium, Uzbekistan passed a nhumber of new laws and revised others
relating to environmental management and sustainable development. The aims of the new or revised
laws were to align them with relevant international laws and standards and also to provide
implementation measures for basic normative laws. A basic overview of the latest developments relating
to legal requirements of relevance to the Huaxin Cement ESIA is given below.

Protection of Nature

The Law on Nature Protection is the basic environmental law and was first enacted in 1992. The
amendments focussed mostly on adapting the law to bring the law in line with other new laws and
programmes or changes to government structures.

This law is largely normative and does not provide mechanisms for implementation. The subsequent
compilation of regulations relevant to this Act is aimed at addressing this constraint. Examples of these
are:

. “Cabinet of Ministers Resolution (2003) on the Improvement of the System of Payments for
Environmental Pollution and Waste Disposal” legislated the amounts payable for environmental

. pollution and waste;

o “Cabinet of Ministers Resolution (2005) on the Procedure of Application of the Compensation
Payments for Environmental Pollution and Waste Disposal” is applicable to the handling of
mining wastes;

. “Cabinet of Ministers Resolution (2006) on the Improvement of the System of Payments for
Special Nature Use” is an amendment on an earlier regulation on the responsibilities of the
State Committee for Nature Protection (SCNP) relating to the collecting and distribution of
compensation payments for environmental pollution; and

. “Cabinet of Ministers Resolution (2010) on Measures to Adjust Payments to Non-Budget Funds
of the Ministries and Other Government Agencies” creates the legal platform for adjustments to
the rates of compensation payments set forth by the Cabinet of Ministers Resolution (2003)
above.

In 2004, the Law on Protected Natural Areas replaced the earlier 1993 Law on Specially Protected Natural
Territories. This new law was aimed at facilitating alignment with the Convention on Biological Diversity,
the Ramsar Convention® and the Bonn Convention2°,

Sectoral Legislation

In 2002, the Law on Subsoil (Law No. 444-11 of 13.12.2002) was enacted. Provisions of this law have an
implication on environmental management in general. In the context of the Huaxin Cement project, it
requires activities that require licensing to undergo ecological studies, waste management and waste
disposal procedures provided for as proponents have full liability in terms of ownership of the waste
produced by such proponent.

The Law on the Rational Use of Energy (1997 as amended in October 2013) is aimed at reducing energy
use through a number of measures. This includes for example the formulation of energy use standards
and indicators, performing energy efficiency inspections, promoting the development of energy efficient
products and projects.

The 2002 Law on Waste as most recently amended in 2011 addresses waste management in the general
context (air and water contamination / pollution not included in this Act). Through this Act, the SCNP is
tasked with relevant administrative functions (coordination, inspection, ecological expertise and the

19 Convention on Wetlands of International Importance especially as Waterfowl Habitat.
20 Convention on the Conservation of Migratory Species of Wild Animals
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determining of regional monitoring parameters for waste processing). It also refers to basic human rights
where citizens of Uzbekistan have the right to a safe and healthy environment, to participate in the
discussion of projects, and to compensation as a result of damages suffered as a result of a development
/ project. Waste transport requirements are also provided in this Act as well as the prohibition of storage
or burial of radioactive waste. Waste recycling incentives are discussed in this Act.

Other Applicable Legislation

The Land Code (1998) provides the requirements for most categories of land and specifies the procedures
for land acquisition and termination of use, as a result of the fact that land is state owned and cannot be
owned in a person’s private capacity.

The 2001 Law on the Protection and Use of Objects of Cultural Heritage is primarily directed at the
preservation and management of important elements of the built environment, but it also addresses the
protection of territories representing historical archaeological, aesthetic, ethnological or anthropological
value, as well as natural landscapes connected with historical events and persons.

The Town Planning Code of 2002 contains various provisions for stakeholder consultation, environmental
management and access to information. The public have the right to comprehensive and timely
information on environmental conditions as well as future plans that could have a potential adverse
impact on the environment. Citizens also have the right to take part in discussions on town planning
processes.

The Law on the State Programme for Forecasting and Preventing Emergency Situations (2007) make
provision for the preparation for, and the monitoring of, conditions underlying potential technological and
natural emergency situations.

The Law on the Principles and Guarantees of Freedom of Information (2002) only limits the access to
information where it protects the rights and freedom of individuals, their moral values, and spiritual,
cultural and scientific potential and national security. Other information for example demographic,
sanitary, ecological, meteorological and epidemiological emergencies (including other information
required for the safety of people, settlements, industrial facilities and communication) is not considered
as confidential.

The Law on the Appeals of Citizens (2002) provides citizens with the rights of administrative appeals and
outlines the procedures available for this process.

Regulations

In order to efficiently implement the laws in Uzbekistan, the majority of them require additional
administrative and / or legal for full execution. During recent years a significant amount of legal
administrative work was done in Uzbekistan to establish a regulatory framework, with special focus on
the following:

. Reducing emissions and managing air quality;
. The conservation of nature;

. Reducing contamination of land and water;

o Improved waste management practises; and
o Forest conservation.

State Committee for Nature Protection (SCNP)

The State Committee for Nature Protection that reports directly to the Uzbekistan Senate. SCNP’s are
generally charged with the following responsibilities:

. Integrated environmental management and conservation activities in various sectors in
Uzbekistan;

. Overseeing and coordination of various industrial / developmental / mining activities to promote
favourable environmental conditions and appropriate rehabilitation of the environment;

o Enforcing and promoting state policy on environmental security, conservation, natural resources
use etc.; and
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Conservation inspections and environmental audit.

The following lists and tables summarise the legislative and regulatory standards that are applicable to
the Huaxin Cement project at the local, national and international level.

2.5.6 List of Major Environmental Laws

1.
2
3
4.
5

7.
8.

“Law on water and water usage” dated 6/5/1993 No 837-XII;

“Law on protection of nature” dated 9/12/1992 No 754-XIl;

“Law on protection of the atmosphere” dated 27/12/1996 No 353-1;
“Law on subsoil” dated 23/9/1994 No 2018-XI1);

“Law on land” dated 20/6/1990 No 97-XIl — expired law. It was replaced with the “Land Code”
dated 30/4/1998 No 598-1,;

“Law on specially protected natural territories” dated 7/5/1993 No 871-XIl — expired. It was
replaced with the law on “Protected natural territories” dated 3/12/2004 No 710-11;

“Law on state sanitary supervision” dated 3/7/1992 No 657-XII; and

Article 15 of Environmental review Act N2 73-11 dated 25.05.00.

2.5.7 Regulatory Acts Subordinate to Environmental Laws

1)

2)

3)

4)

5)

6)

Unified Rules for the protection of subsoil during development of mineral deposits (Annex No 42
Decree of the Cabinet of Ministers No 20 dated 13/1/1997);

Decree of the Cabinet of Ministers dated 9/12/1996 No 435 “On adoption of the Regulation on
the State Committee for Geology and Mineral Resources” — expired. It was replaced with the
Decree of the Cabinet of Ministers dated 5/2/2007 No 26 “On adoption of the Regulation on the
State Committee for Geology and Mineral Resources”; — expired. It was further replaced by the
Decree of the Cabinet of Ministers dated 08/06/2011 No.165 “On approval of the Regulation on
the State Committee of the Republic of Uzbekistan for Geology and Mineral Resources” as
amended by the Decrees of the Cabinet of Ministers dated 02/11/2011 No.294 and 08/10/2013
No.276;

Regulation “On the Ministry for Agriculture and Water” (Annex No 12 to the Decree of the
Cabinet of Ministers No 419 dated 26/11/1996) — expired. It was replaced with the Decree of
the Cabinet of Ministers dated 28/6/2003 No 290 “On improving the organization of activity of
the Ministry of Agriculture and Water” , last amendment was made on 25/12/2012 (Decree of
the President No.PP- 1887); and the Decree of the Cabinet of Ministers dated 21/07/2003
No0.320 “On Improving Water Resources Management”, last amendment was made on
16/10/2013 (Decree of the Cabinet of Ministers N0.282);

Regulation “On the State Committee of the Republic of Uzbekistan for the Nature Protection”
(adopted by a Decree of the Oliy Majlis No 232-1 dated 26/4/96);

Regulation “On state supervision over the use and protection of subsoil, over the geological
study of subsoil and the rational use of mineral resources” (Annex No 2 to the Decree of the
Cabinet of Ministers No 19 dated 13/1/97) — expired. ); It was replaced by Regulation “On state
supervision over geological study, the use and protection of subsoil” (Annex 1 to the Decree of
the Cabinet of Ministers dated 28/07/2011 No.220);

Regulation “On the State Committee for Industrial Safety and Mining” (Annex No 1 to the Decree
of the Cabinet of Ministers No 17 dated 10/1/96) — expired. It was replaced with the Decree of
the Cabinet of Ministers dated 10/7/2004 No 323 “On organization of activity of the State
Inspection for supervising safe conduct of works in industrial, mining and municipal-domestic
sectors”; It was further replaced by the Decree of the Cabinet of Ministers dated 11/05/2011
No.131 “On Measures for Further Improvement of the Structure of the State Inspection Service
for Supervising Geological Study of Subsoil, Safety Operation in Industry, Mining and Municipal-
Domestic Sectors under the Cabinet of Ministers of the Republic of Uzbekistan”. Last
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7)

8)

9)

10)

11)

12)

13)

amendment was made on 01/11/2012 (Decree of the Cabinet of Ministers No.313);

Paragraph 11 of the Regulation on the State environmental review in the Republic of Uzbekistan
(Annex No 1 to the Decree of the Cabinet of Ministers “On approval of the Regulation on the
State environmental review in the Republic of Uzbekistan” N? 491 dated 31/12/2001);

SanPiN of the Republic of Uzbekistan dated 22/12/2004 N2 0179-04 — “Hygienic regulations. List
of maximum permissible concentrations (MPC) of contaminants in the atmospheric air of
inhabitant areas in the territory of the Republic of Uzbekistan” —expired. It was replaced by
SanPiN 0293-11 dated 16/05/2011 “Hygienic regulations. List of maximum permissible
concentrations (MPC) of contaminants in the atmospheric air of inhabitant areas in the territory
of the Republic of Uzbekistan”;

SanPiN of the Republic of Uzbekistan dated 12/7/2004 N° 0157-04 “Sanitary requirements to
the storage and neutralization of solid domestic waste on special grounds in Uzbekistan”;

SanPiN of the Republic of Uzbekistan dated 29/7/2002 No 0127-02 — “Sanitary rules for
inventory making, classification, storing and rendering harmless of industrial wastes”;

SanPiN of the Republic of Uzbekistan dated 29/7/2002 No 0128-02 — “Hygienic classifier of toxic
industrial wastes in the Republic of Uzbekistan”;

SanPiN of the Republic of Uzbekistan dated 16/11/2011 No 0300-11 “Sanitary Rules and
Standards for managing collection, inventory, classification, treatment, storage and disposal of
industrial waste in the context of Uzbekistan; and

Regulation “On the Procedure for the Disposal, Collection, Pay Settlement, Storage and Removal
of Waste Industrial Oils” annexed to the Decree of the Cabinet of Ministers dated 04/09/2012
No.258.

2.5.8 List of Health and Safety Laws

1
2)
3)
4)

5)

6)
7)

“Law on water and water use” dated 6/5/1993 No 837-Xl1;
“Law on protection of nature ” dated 9/12/1992 No 754-XIlI;
“Law on protection of the atmosphere” dated 27/12/1996 No 353-1;

“Law on subsoil” dated 23/9/1994 No 2018-XI1 (New edition, approved on 13/12/2002 No 444-
n;

“Law on land” dated 20/6/1990 No 97-XIl — expired law. It was replaced with the “Land Code”
dated 30/4/1998 No 598-1;

“Law on state sanitary supervision” dated 3/7/1992 No 657-XII; and

“Law on the Health of the Citizens” dated 29/08/1996 No.265-1 as most recently amended on
19/05/2010 (ZRU-246).

2.5.9 Normative Acts Subordinate to Health and Safety Laws

=

1)

2)

3)

Unified Rules for the protection of subsoil during development of mineral deposits (Annex No 42
Decree of the Cabinet of Ministers No 20 dated 13/1/1997);

Regulation “On the State Committee for Industrial Safety and Mining” (Annex No 1 to the
Decree of the Cabinet of Ministers No 17 dated 10/1/96) — expired. It was replaced with the
Decree of the Cabinet of Ministers dated 10/7/2004 No 323 “On organization of activity of the
State Inspection for supervising safe conduct of works in industrial, mining and municipal-
domestic sectors; It was further replaced by the Decree of the Cabinet of Ministers dated
11/05/2011 No.131 “On Measures for Further Improvement of the Structure of the State
Inspection Service for Supervising Geological Study of Subsoil, Safety Operation in Industry,
Mining and Municipal-Domestic Sectors under the Cabinet of Ministers of the Republic of
Uzbekistan”;

SanPiN of the Republic of Uzbekistan dated 22/12/2004 N2 0179-04 — “Hygienic regulations. List

E R IGR A R ERA S

HUAKIN CEMENT CO., LTD.



Legal Framework and Applicable Standards 2-13

of maximum permissible concentrations (MPC) of contaminants in the atmospheric air of
inhabitant areas in the territory of the Republic of Uzbekistan” expired. It was replaced by
SanPiN No. 0293-11 dated 16/05/2011. “Hygienic regulations. List of maximum permissible
concentrations (MPC) of contaminants in the atmospheric air of inhabitant areas in the territory
of the Republic of Uzbekistan”;

4) SanPiN of the Republic of Uzbekistan dated 12/7/2004 N° 0157-04 “Sanitary requirements to
the storage and neutralization of solid domestic waste on special grounds in Uzbekistan”;

5) SanPiN of the Republic of Uzbekistan dated 29/7/2002 No 0127-02 — “Sanitary rules for
inventory making, classification, storing and rendering harmless of industrial wastes”;

6) SanPiN of the Republic of Uzbekistan dated 29/7/2002 No 0128-02 — “Hygienic classifier of toxic
industrial wastes in the Republic of Uzbekistan”; and

7) SanPiN of the Republic of Uzbekistan dated 16/11/2011 No 0300-11 “Sanitary Rules and
Standards for managing collection, inventory, classification, treatment, storage and disposal of
industrial waste in the context of Uzbekistan.

2.5.10 Social (gender, labour, governance, security, cultural heritage, indigenous people, macroeconomics)

Uzbekistan is a member of the United Nations Organization, and therefore is obliged to comply with
international human rights acts and also to apply them to the national policy and laws.

The Uzbekistan has ratified more than 40 international acts on human rights, including:

. Universal Declaration of Human Right (1948), ratified by Uzbekistan in 1991;

o Convention on the Elimination of All Forms of Discrimination against Women (1979), ratified by
Uzbekistan in 1995;

. International Covenant on Civil and Political Rights (1966), ratified by Uzbekistan in 1995; and

o Convention on the Elimination of All Forms of Intolerance and of Discrimination Based on
Religion or Belief (1981), ratified by Uzbekistan in 1997.

All key provisions of the Universal Declaration of Human Rights (1948) were introduced in 1992 in the
Constitution of Uzbekistan. The social policy in Uzbekistan is applied at national government level and is
reflected in the relevant laws, regulations as well as national social programmes.

The Welfare Improvement Strategy (WIS) (2007) is focused on economic growth in order to reduce
poverty nationally. Government remains committed to implementing measures for improving living
standards, social services and quality of health care, education and rural development issues.

In line with these objectives, Uzbekistan launched reforms in agriculture, privatization, trade and tax
reform, and support to public administration and decentralisation. Government provides loans regionally
at subsidized interest rates to vulnerable households for home-based income-generating activities, family
businesses and livestock development. The loans are financed from the Employment Fund (by the
Ministry of Labour and Social Welfare), and qualifying households are identified and selected through the
Citizens’ (Mahalla) Committees.

Laws relating to land are as follows:
1) “Law on subsoil” dated 23/9/1994; and

2) “Law on land” dated 20/6/1990 No 97-XII — expired. It was replaced with the “Land Code”
dated 30/4/1998 No 598-1, last amendment was made on 20/01/2014 (No ZRU-365).

Key social laws and regulations are summarized below in Table 2.3.

Table 2.3: Key social laws and regulations applicable to Huaxin Cement project

Category National Laws

Law No.657-11 of the Republic of Uzbekistan on State Sanitary Supervision of 03.07
Employment and

Occupational H&S Labour Code of the Republic of Uzbekistan of 01.04.1996
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National Laws

Law No.265-1 of the Republic of Uzbekistan on Protecting Health of Citizens 29.08.1996 (

Law No.ZRU-57 of the Republic of Uzbekistan on Occupational Safety at Hazardous
Industrial Facilities of 25.08.2006

Law No.ZRU-174 of the Republic of Uzbekistan on Mandatory State Social Insurance against
Occupational Accidents and Diseases of 10.09.2008

Law No.ZRU-210 of the Republic of Uzbekistan on Compulsory Civil Liability Insurance of the
Employer of 16.04.2009 (as amended on 30.04.2013)

Community H&S

Law No0.1064-XI1 of the Republic of Uzbekistan on the Appeal of Citizens of 06.05.1994

Law No.ZRU-353 of the Republic of Uzbekistan on the Prevention of the Disease Caused by
Human Immunodeficiency Virus (HIV) of 23.09.2013

Law No.123-11 of the Republic of Uzbekistan on Psychiatric Services of 31.08.2000

Law No.215-11 of the Republic of Uzbekistan on Protecting the Population against
Tuberculosis of 11.05.2001

Law No.402-11 of the Republic of Uzbekistan on Donation of Blood and its Components of
30.08.2002

Law No.ZRU-97 of the Republic of Uzbekistan on Preventing lodine Deficiency Disorders of
03.05.2007

Women'’s rights

Family Code of the Republic of Uzbekistan of 01.09.1998

Social Protection and
Welfare

Law No.ZRU-1621 of the Republic of Uzbekistan on Social Protection of Disabled Persons in
|the Republic of Uzbekistan of 11.07.2008

Law No0.938-XI1 of the Republic of Uzbekistan of the Republic of Uzbekistan on State
Pensions of 03.09.1993

Law No.616-1 of the Republic of Uzbekistan on Employment of 01.05.1998

Indigenous peoples

1992 Constitution of the Republic of Uzbekistan

Resolution of Oliy Majlis of Uzbekistan on Approval of the Declaration on the Elimination of
All Forms of Intolerance and of Discrimination Based on Religion or Belief No.505-1 of
30.08.1997

Resolution of Oliy Majlis of Uzbekistan on ratification of the Convention Concerning
Discrimination in Respect of Employment and Occupation No0.499-1 of 30.08.1997

Land allocation and use

Civil Code of the Republic of Uzbekistan of 01.03.1997

Land Code, approved on 30.04.1998

Law No.600-1 of the Republic of Uzbekistan on Shirkat (Cooperative) Farm of 30.04.1998

Law No0.602-1 of the Republic of Uzbekistan on Private Farm of 30.04.1998;

Law No.604-1 of the Republic of Uzbekistan on Dehkan (Individual) Farm of 30.04.1998;

Law of the Republic of Uzbekistan on State Land Cadastre No.666-1 of 28.08.1998

Housing Code of the Republic of Uzbekistan of 24.12.1998

Urban Code of the Republic of Uzbekistan of 04.04.2002

2.6 Environmental and Social Regulators

2.6.1 Environmental Regulators

The State Committee for Nature Protection (SCNP) of the Republic of Uzbekistan (‘Goskompriroda’) is the
primary environmental regulator. The Goskompriroda reports directly to the Parliament and is responsible
at national, regional (oblast) and local (district) levels for the development and enforcement of the
national environmental and conservation policy, overseeing environmental compliance, the integrated
environmental management across various sectors, and securing healthy environment conditions across
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the country. Other ministries and agencies also have responsibilities related to environment protection
and control.

Other state bodies of the Republic of Uzbekistan dealing with environment related issues are:

. Ministry of Agriculture and Water Resources (MAWR);

. Ministry of Health (or MHRUZ);

) State Committee for Geology and Mineral Resources (or Goskomgeologia);

. Centre of Hydro-meteorological Service (or Uzhydromet);

o State Committee for Land Resources, Surveys, Cartography and the State Cadastre (or
Goskomgeodezkadastr);

. State Inspectorate for Exploration Supervision, Operations Safety Supervision of Industry,
Mining and Utilities Sector (or Sanoatgeokontekhnazorat) and

. Ministry of Internal Affairs (or MVD).

2.6.2 Social Regulators

Social regulations are compiled, adopted, revised or amended by Oliy Majlis. Other national regulations
are developed by the Cabinet of Ministers as advised by respective ministries and agencies responsible
for social issues. These include:

o Regional (Oblast), municipal and local governments;

. Ministry of Labour and Social Welfare (or MLSW);

. State Inspectorate for Exploration Supervision, Operations Safety Supervision of Industry,
Mining and Utilities (or Sanoatgeokontekhnazorat);

. Ministry of Health (or MHRUZ);

. State Committee for Nature Protection (or Goskompriroda);

. State Committee on Land Resources, Surveys, Cartography and State Cadastre
(Goskomgeodezcadastre); and

) Trade Union Federation Council.

The main regulator for social matter is the Ministry of Labour and Social Welfare of the Republic of
Uzbekistan (MLSW), in line with the provisions of the Regulations on the Ministry of Labour and Social
Welfare enacted by the Cabinet of Ministers in 2010 (Decree of the Cabinet of Ministers No.10 as of
02.02.2010). This Ministry deals with issues such as labour, employment, pension, social welfare and
migration. The MLSW monitors compliance with the law and reports to the Cabinet of Ministers of the
Republic of Uzbekistan.

2.7 Environmental Protection through Economic Instruments

In the Uzbekistan legal context, the legal foundation for applying economic instruments (e.g. payments,
tax benefits, credit subsidies etc.) for environmental performance was established in the Law on Nature
Protection (1992). Article 33 of this Law lists the appropriate economic instruments for environmental
management. The State Committee for Nature Protection (SCNP) is the lead agency charged with
devising state policy and also with the coordination of other government departments for environmental
issues. In addition, the SCNP administers environmental funds however it is alleged that the effectiveness
of SCNP actions is limited at times by staff and funding constraints.

All new construction projects are evaluated by the SCNP to assess environmental impacts. For this
reason, enterprises should retain emissions, effluent and waste monitoring data. Taxes and pollution
charges may be raised against proponents. Other vehicles to improve environmental performance can
include for example Clean Development Mechanisms (CDM) and the World Bank Carbon Partnership
Facility (opportunities for carbon finance projects).

2.8 Climate Change
In 1993, Uzbekistan became a partner in the United Nations Framework Convention on Climate Change

(UNFCCC), as a non-Annex | party. In 1999, Uzbekistan ratified the Kyoto Protocol. The first Uzbek legal
document addressing greenhouse gases (GHGs) was the 1992 Law on Nature Protection. This law is
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aimed at addressing ozone-depleting substances rather than climate change per se. In 1996, The Law on
Ambient Air Protection became the legal vehicle for the implementation of management measures
relating to climate change. In Article 6, the SCNP is mandated for setting atmospheric air protection
standards. Article 24 lists the responsibilities of companies / entities to mitigate adverse effects of GHGs.
Article 26 makes provision for government registration of the types and volumes of GHGs as well as self-
reporting activities.

The Uzbekistan National Strategy on Greenhouse Gas Emissions Reduction was approved in 2000 by the
Uzbek Cabinet of Ministers. This placed the responsibility for the implementation and monitoring of the
Strategy upon the Centre of Hydrometeorological Service (Uzhydromet) and the Ministry of
Macroeconomics and Statistics (subsequently became the Ministry of Economy). In 2004, the “Cabinet of
Ministers Resolution on the Improvement of the Hydrometeorological Service of the Republic of
Uzbekistan” identified Uzhydromet as the institution responsible for UNFCCC obligations and activities. It
also included the responsibilities in terms of the United Nations Convention to Combat Desertification in
Countries Experiencing Serious Drought and/ or Desertification, Particularly in Africa (UNCCD). In 2006, a
Presidential Decree on “Measures on the Realization of Investment Projects in the Framework of the
Interdepartmental Council on the Clean Development Mechanism of the Kyoto Protocol” provides an
institutional and legal framework for the implementation of Clean Development Mechanisms (CDM) in
Uzbekistan.

In 2007, Cabinet of Ministers Resolution on the “Approval of the Regulations for the Development and
Implementation of the Investment Projects in the Framework of the Clean Development Mechanism of
the Kyoto Protocol” combined preparation and realization of investment projects within the CDM. This
Resolution gave rise to the Interdepartmental Council. This council is charged with management /
monitoring of the overall mechanism.

Specific Environmental Standards Applicable to Huaxin Cement Project for the Air Quality
The ambient AQS used in this assessment are a combination of IFC World Bank Guidelines and

Uzbekistan Regulation (the most stringent are applied). The AQS used in this assessment are detailed in
Table 2.4.

Table 2.4: Ambient Air Quality Standards applicable for Huaxin Cement Project (maximal permissible
concentration for residential areas in pg/m?s)

Project Standard (strictest of 1FC or Uzbekistan)

Air Quality Averaging Concentration Regional Regional Source of
Parameter Period Quota concentration Standard
Sulphur Dioxide 1 year 50 - Uzbekistan
(802) 1 month 2 100 - Uzbekistan

24 hour 20 - IFC

10 minute 500 - IFC

One time 500 (Uz 0.33) 165 Uzbekistan
Nitrogen Dioxide 1 year 40 - - IFC/Uzbekistan
(NOz)= 1 month 50 - - Uzbekistan

24 hour 60 - - Uzbekistan

10 minute 200 - - IFC/Uzbekistan

One time 85 (Uz 0.25) 21 Uzbekistan
Nitrous Oxide NO, 1 year 60 - Uzbekistan

1 month 120 - Uzbekistan

24 hour 250 - Uzbekistan

One time 600 (Uz 0.33) 198 Uzbekistan
Carbon Monoxide 1 year 3000 - - Uzbekistan
(€O 1 month 3500 - - Uzbekistan

21 One-time maximal permissible concentration of NO, in Uzbekistan is very stringent and is based on initially introduced hygienic standard in
Russia (please see explanation of this fact below)
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Project Standard (strictest of IFC or Uzbekistan)

Air Quality Averaging Concentration Regional Regional Source of
Parameter Period Quota concentration Standard
24 hour 4000 - - Uzbekistan
One time 5000 (Uz 0.5) 2,500 Uzbekistan
Hydrocarbons 1 time 1000 (Uz 0.5) 500 Uzbekistan
saturated C12- C19
(HO)
Si-PM22 20 min 300 Uzbekistan
1 month 140 - - Uzbekistan
24 hour 200 - - Uzbekistan
1 year 100 Uzbekistan
Ca-PM 20 min 500 - - Uzbekistan
24 hour 350 - - Uzbekistan
1 month 200 Uzbekistan
lyear 150 Uzbekistan

Notes: The Uzbek SanPiN-0293-11 sanitary hygienic rules regulate concentrations of particulates with their
dependence on the share of SiO2 in the dust particles and are applicable as Si-PM and Ca-PM standars.

One-time maximal permissible concentration of NO, in Uzbekistan is very stringent and is based on
initially introduced hygienic standard in Russia. However, Russia and other CIS countries re-consider this
standard and harmonized this standard with the EU and WHO standards. Similar work in Uzbekkistan is
still continued.

Country MPC (NO,), Source

(Region) mg/ms3

Russia 0.2 GN 2.1.6.3492-17. Maximum Permissible Emissions into the Atmospheric
Air of urban and rural settlements

Kazakhstan 0.2 Order of National Economy Minister of the Republic of Kazakhstan dated
February 28, 2015 No. 168 “On approval of hygienic standards for
atmospheric air in urban and rural settlements”

European Union 0.2 Commission Directive (EU) 2015/1480 of 28 August, 2015 amending
several annexes to Directives 2004/107/EC and 2008/50/EC of the
European Parliament and of the Council laying down the rules concerning
reference methods, data validation and location of sampling points for the
assessment of ambient air quality

Uzbekistan 0.085 SanPiN RUz No. 0293-11. List of maximum permissible concentrations
(MPCs) of air pollutants in residential areas of the Republic of Uzbekistan

World Health Organization recommended MPC level is 0.2 mg/m3.2

Thus, based on justification above standard for NO, emissions is adopted at the level 0.2 mg/m3.

2.10 Standards / Guidelines Related to Dust Emissions

Particulate Matter (PM) is derived from a wide variety of sources, both natural and anthropogenic. ‘Dust’
is the generic term which the 1SO Standard 4226:1993 (Air quality - General aspects - Units of
measurement) uses to describe particulate matter in the size range 1-75 pm in diameter. With regard to

22 The SanPiN-0293-11

23 Air Quality guidelines for particulate matter, Ozone, Nitrogen, Dioxide, Sulfur Dioxide. Global update 2005. Summary of risk assessment —
WHO, 2006. — 22 p.
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ambient air monitoring, particles are usually described in terms of their aerodynamic diameter which
determines their aerodynamic behaviour and their separation during ambient sampling.

Loss of amenity is predominantly caused by large dust particulates =10 pm. Amenity impacts from dust
may arise from both, increases in airborne dust concentrations, and dust deposition levels. Dust
depositions on cars, windows and the outside of houses are among the most frequently reported impacts.
The perception of such surface soiling is determined by a number of factors including (ODPM 2005):

. Deposition on a surface which is usually expected to remain free from dust;

o The colour contrast between the deposited dust and the surface upon which it settles;

. The nature of the illumination of the surface (‘dinginess’);

. The presence of nearby clean ‘reference’ surfaces against which comparisons may be made;
. The identity of the area and the composition of the local community;

) Social factors, such as lifestyle and patterns of working;

. The personal experiences and expectations of the observer; and

o Adverse publicity influencing the expectations of the observer.

In relation to perceived loss of amenity caused by dust, international guidelines advise that dust
deposition levels should not exceed 130-350 mg/m?2/day to prevent amenity impacts due to dust soiling.
However, the perception of dust will be influenced by the rate of deposition and the time it takes for dust
depositions to become visible. Deposition rates may vary widely depending on meteorological factors
such as wind speed and direction and variations in the background dust concentrations. The coarser
particles causing dust amenity loss are likely to settle close to the source. The dust assessment therefore
focuses on receptors located within 500 m of the facility (width of Sanitary Protective Zone) and any
associated infrastructure.

Specific Environmental Standards for Noise
In order to provide rules on acceptable noise levels for habitable areas Uzbekistan utilises the SanPiN

number 0267-0922s. This document presents a table of noise levels for a variety of internal and external
applications, the most relevant of which is replicated below in Table 2.5.

Table 2.5: Noise Limits from SanPiN No. 0267-09

Allocation of Premises and Territories Time ‘Sound Pressure Level, dB(A),

of Inconstant Noise

Areas adjacent to homes, clinics, dispensaries, [From 7 am to 11 pm 55
rest homes, boarding houses, boarding homes
for the elderly, childcare facilities, schools and
other educational institutions, libraries From 11pm to 7 am 45

*Note — If the noise generated by both internal and external sources is impulsive or tonal, then the parameters should
be lowered for 5 dB(A) below than in the table

The noise levels presented in this SanPiN are aligned with the guidance of the “Environmental, Health and
Safety (EHS) Guidelines” published in 2007 by the International Finance Corporation (IFC/World Bank
Group).

Section 1.7 of the “Environmental, Health and Safety (EHS) Guidelines” published in 2007 by the
International Finance Corporation (IFC)/World Bank Group addresses the “impacts of noise beyond the
property boundary of the facilities”. It advises that noise prevention and mitigation measures should be
applied where predicted or measured noise impacts from a project facility or operations exceed the
applicable noise level guideline at the most sensitive point of reception. Noise impacts should not exceed
the levels presented in the table below or result in a “maximum increase in background levels of 3 dB at
the nearest receptor location off-site”.

24 SanPIN No. 0267-09; Sanitary norms and rules in housing premises, public buildings and in residential areas
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Table 2.6: IFC Noise Limits

One Hour Laeq (dBA)

Daytime 07:00 — 22:00 Night-time 22:00 — 07:00

Residential; institutional; educational 55 45

The noise level guidelines specifically reference “Guidelines for Community Noise”>® by the World Health
Organisation (1999) when determining the noise limits presented in the Table 2.7. below.

The World Health Organisation ‘Guidelines for Community Noise’ have been derived from scientific
knowledge on the impact of community noise. The guidance aims to provide regulators and professionals
with suitable standards whereby people may be protected from the harmful effects of noise in non-
industrial environments.

The guidelines for annoyance responses in external amenity areas are covered within section 4.2.7 of the
WHO guidelines and are reproduced below.

“During the daytime, few people are seriously annoyed by activities with LAeq levels below 55 dB; or
moderately annoyed with LAeq levels below 50 dB. Sound pressure levels during the evening and night
should be 5-10 dB lower than during the day. Noise with low frequency components requires even lower
levels.”

Consequently, the guidelines recommend environmental daytime and evening limits of 55 dB LAeq or less
over the 16-hour daytime period (07.00-23.00) to avoid minimal serious annoyance, and 50 dB LAeq to
avoid minimal moderate annoyance.

Table 2.7: WHO Guidelines

Specific environment Critical Health Effect(s) Laeqg [dB(A)] Time Base [hours]

Serious annoyance, daytime 55 16

Outdoor living area and evening

|IModerate annoyance, daytime
and evening 50 16

Sleep disturbance, window

open

Outside bedrooms 45 8

(outdoor values)

In order to protect the health of staff in the workplace Uzbekistan utilises the SanPiN number 0120-01 —
“Sanitary norms and rules to ensure acceptable noise levels in the workplace”. This SanPiN presents a
table of noise levels for a variety of internal and external applications, the most relevant of which is
replicated below in Table 2.8.

Table 2.8: Noise limits from SanPiN No. 0120-01

Sound Pressure Level, dB(A), of Inconstant
Noise

Type of work, workplace

Performing all types of work on the permanent
workplaces in industrial premises and in the

enterprises operated from March 12, 1985 80

26 Guidelines for Community Noise, WHO
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Specific Standards Applicable During the Soil Impact Assessment

The following standards and guidelines are relevant to soil management:

The Project is designed to meet regulatory requirements and commonly accepted international
environmental, and social, and consultation standards. The standards are primarily guidelines and
standards of the International Finance Corporation (IFC), a unit of the World Bank, which form the de
facto standards applied to many major operations seeking investments and guarantees from multilateral,
bilateral and commercial financial institutions.

The guidelines and standards relevant to the soil study include the following:

. IFC’s Performance Standards (PS) on IFC’s General Environmental, Health, and Safety
Guidelines (April 2007): Environmental Contaminated Land; and
o Performance Standard 3: Pollution Prevention and Abatement.

Contaminated lands may involve surface soils or subsurface soils that, through leaching and transport,
may affect groundwater, surface water, and adjacent sites. Where subsurface contaminant sources
include volatile substances, soil vapour may also become a transport and exposure medium and create
potential for contaminant infiltration of indoor air spaces of buildings.

The General Guidelines (April 2007) in the IFC EHS, contains specific provisions with respect to soil
erosion and essence specify the need to reduce or prevent erosion and off-site sediment transport
through appropriate reinstatement.

Specific Standards Applicable for Surface Water

In terms of managing the surface water environment of the site, the IFC EHS considers, but is not limited
to, the wastewater discharge, water conservation, water quality and the overall environment following
construction and decommissioning.

In general, the Huaxin Cement project has the potential to generate significant amounts of process
wastewater, sanitary (domestic) sewage, or stormwater and Huaxin Cement should incorporate the
necessary precautions to avoid, minimize, and control adverse impacts to human health, safety, or the
environment.

Table 2.9: Uzbekistan Discharge Standards

Standards

Fish Pond Domestic Irrigation Drinking
Specific?” Specific?®  Specific?® Waters3°

Metals

Chromium (VI) mg/L 0.001 0.1 0.1
Strontium (Sr) mg/L 2

Arsenic (As) mg/L 0.05 0.05 0.1
Calcium (Ca) mg/L

Cadmium (Cd) mg/L 0.005 0.01

Cobalt (Co) mg/L 0.1 1

Chromium (Cr) mg/L 0.001

Copper (Cu) mg/L 0.001 1 1

27 Uzbekistan Local Requirements for Waste Water Discharge to fish ponds (MPC contaminants in water)

28 Uzbekistan Local Requirements for Waste Water Discharge for domestic use (MPC contaminants in water)
29 Uzbekistan Local Requirements for Waste Water Discharge for irrigation (MPC contaminants in water)

30 Uzbekista n Local Requirements for drinking water
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Standards
Fish Pond Domestic Irrigation Drinking
Specific?” Specific?8 Specific?®  Waters3°
Iron (Fe) mg/L 0.05 0.5 5 0.3
Mercury (Hg) mg/L
Potassium (K) mg/L 50
Magnesium (Mg) mg/L
Molybdenum (Mo) mg/L 0.0012 0.5
Nickel (Ni) mg/L 0.01 0.1
Phosphor total (P) mg/L
Phosphor total (PO,) mg PO,/L 0.3 1 1
Phosphor total (P>-O5) mg P,Os/L
Lead (Pb) mg/L 0.03 0.1 0.2
Selenium (Se) mg/L 0.001
Zinc (Zn) mg/L 0.01 1 5
Mono Aromatic Hydrocarbons
Benzene mg/L 0.5
Toluene mg/L 0.5
Ethylbenzene mg/L
o-Xylene mg/L
m,p-Xylene mg/L
Xylenes (sum) mg/L 0.05
BTEX (sum) mg/L
TPH
Oils and fats IR (TCE) mg/L 0.05 0.3 0.3
Organic Compounds
Total Organic Carbon (TOC)
Total suspended solids 15 30 50 Not limited
Dry residue
Inorganic Compounds
Ammonia as NH,-N mg N/L 0.5 2 1.5 Not limited
Ammonia (NH,) mg/L
Chemical oxygen demand (COD) mg/L 15 40 40
Chloride mg/L 300 350 250
Nitrate equivalent NO3-N mg N/L 0.1 25 25
Nitrate (NO3) mg/L 40 45 45
Nitrite as NO,-N mg N/L 0.02 0.5 0.5
Nitrite (NO,) mg/L 0.08 3.3 3
Sulphate dissolved (SO,) mg SO,/L 100 500 400
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Standards

Fish Pond Domestic Irrigation Drinking
Specific?’ Specific’®  Specific?® Waters3°

Sulphate expr. as (SO;-S) mg S/L

Sum volatile phenols

Phenol index mg/L 0.001 0.001 0.001

Biologic and or toxicologic research

BODs

mg O,/L

2.14 Wastewater Effluent and Stormwater (1FC, 2007)

The IFC (2007) guidelines that are relevant to wastewater effluent and stormwater for this project infer
the following:

Understand the quality, quantity, frequency and sources of liquid effluents in its installations;
Plan and implement the segregation of liquid effluents principally along industrial, utility,
sanitary, and stormwater categories, in order to limit the volume of water requiring specialized
treatment;

Identify opportunities to prevent or reduce wastewater pollution through such measures as
recycle/reuse within their facility, input substitution, or process modification (e.g. change of
technology

or operating conditions/modes);

Assess compliance of their wastewater discharges with the applicable:

i) discharge standard (if the wastewater is discharged to a surface water or sewer); and
i)  water quality standard for a specific reuse, such as irrigation, domestic or raw water use.

2.15 Water Supply and Resources (IFC, 2007)

The IFC (2007) guidelines that are relevant to water supply and resources for this project infer the
following:

Implement water conservation programs bearing considering the economic implications thereof;
Harvest and utilize storm/rainwater;

Implement a zero discharge design and/or the use of treated wastewater to be included in
project design processes; and

It is recommended a water management program include:

i)  The identification, regular measurement, and recording of principal flows (inputs and
outputs) within a facility;

i) Defining and regularly reviewing performance targets, adjusted to account for changes in
major factors affecting water use (e.g. industrial production rate); and

iii) A regularly comparison of water flows with performance targets to identify where action
should be taken to reduce water use

2.16 Specific Standards Applicable to the Waste Management

Section 55 of the Constitution of Uzbekistan (RUz) states that “... land, its resources, flora and fauna and
also other nature resources are the national wealth and should be rationally used and is protected by the
state”. Section 94 states that all laws, orders, statements and decrees passed under the Constitution are
applicable to the whole territory of Uzbekistan.
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2.16.1 Law of the Republic of Uzbekistan on Nature Protection (No. 754-XI11, December 9, 1992)

The Law on Nature Protection (1992) is the most important environmental law in Uzbekistan. The
treatment of wastes must be carried out in terms of the Law of RUz on Wastes. The generator of waste is
responsibility for safe treatment and disposal of wastes. Regulatory decisions on the construction of
waste treatment facilities and landfills are the responsibility of the public authorities.

In 2003 the Cabinet of Ministers passed an amendment on the Improvement of the System of Payments
for Environmental Pollution and Waste Disposal and approved the amount of compensation paid for
environmental pollution and waste. In 2005 the Procedure of Application of the Compensation Payments
for Environmental Pollution and Waste Disposal was amended to also address mining waste. The
amendments in 2006 by the Cabinet of Ministers related to the Improvement of the System of Payments
for Special Nature Use, amending an earlier regulation regarding the responsibilities of the State
Committee for Nature Protection (SCNP) in terms of the collection and distributing of compensation
payments for environmental pollution. These amendments provide an indexation of 1.3 for compensation
payments for pollution and waste disposal transgressors.

The law further provides specific sections related to waste management. It is forbidden to keep and
dispose wastes on the land of settlements, on nature protection, health-improving, re-creational and
historical-cultural areas, within the borders of water protective zones and zones of sanitary protection of
water resources and in other places where there is a risk to life and health of citizens and also for natural
areas and objects which are specially protected.

Disposal of wastes in sub soils is permitted in exceptional cases, based on special investigations, on
adherence to requirements for provision of safety of life and health of citizens, environment and of nature
resources. Treatment of wastes, disposal or storage of wastes on landfills can only be performed with the
authorisation of SCNP. It is forbidden to use raw materials, implement technological processes and
provides or sells ready products (including food products) without ecological or hygienic certificates
and/or if deviating from prescribed parameters. Ecological certification is also administered in cases
provided for by Law. The order of ecological certification is approved by the Cabinet of Ministers of the
Republic of Uzbekistan (Cabinet of Ministers Resolution No.151 as of 19.04.2000 with the latest
amendment made on 13.01.2003 No.14).

Sufficient infrastructure currently exists to accommodate the hazardous wastes that will be generated by
the Huaxin Cement project. It is the intention to use hazardous waste management contractors to
manage hazardous waste in line with the IFC requirements, and to ensure that hazardous waste is
disposed of in a suitable destination. During construction, hazardous waste will be produced and this will
be managed as stated above. No hazardous process waste will be produced. During operat