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Bankwatch Romania and  Re:Common

In its Vision and Actions1 on the Belt and Road 
Initiative announced in 2015, China has made 
it clear that for investment in infrastructure 
“efforts should be made to promote green 
and low-carbon infrastructure construction 
and operation management, taking into full 
account the impact of climate change on the 
construction”. At the UN Climate Action Summit 
in 2019, Wang Yi, China’s Minister of Foreign 
Affairs, reiterated China’s commitment to 
combating climate change. 

However, China cannot keep its promises 
to the global community if it continues to 
finance coal projects globally. Not only 
does China’s support for coal plants in the 
Western Balkans contradict global climate 
imperatives, but as the Tuzla 7 case illustrates 
below, individual plants are in conflict with 
EU legislation on procurement, State aid 
and environment as well. This contravenes 
China’s commitment to, and support for the 
UN’s 2018 recommendation2 to China that all 
infrastructure projects outside its territory 
should be in line with applicable national and 
international law.

1  https://www.beltandroad.gov.hk/visionandactions.html

2 https://www.upr-info.org/sites/default/files/document/china/session_31_-_november_2018/2rps_
china_31upr.pdf

https://www.upr-info.org/sites/default/files/document/china/session_31_-_november_2018/2rps_china_31
https://www.upr-info.org/sites/default/files/document/china/session_31_-_november_2018/2rps_china_31
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Despite the green ambitions of the BRI, Chinese-financed 
energy infrastructure in the Balkans is directed overwhelmingly 
towards lignite coal power plants. Environmentally destructive 
on the local, regional, as well as global scale, lignite remains the 
Western Balkans’ main means of electricity generation, followed 
closely by hydropower.

Two Western Balkan countries - Bosnia and Herzegovina and 
Serbia - still plan to build new lignite power plants, even as nearby 
countries like Montenegro and Kosovo are dropping them. The 
new coal plans starkly conflict with economic realities and with 
the Paris Agreement’s aim of limiting climate change to 1.5°C, but 
readily available Chinese money is enabling them to go ahead. 

While the sheer amount of readily available loans from Chinese 
state banks for such projects is overwhelming, European 
commercial banks are also playing a role. In the case of Tuzla 
7, a consortium3 comprising NLB Banka, Italy’s Intesa Sanpaolo 
and Russia’s Sberbank was the only bidder to provide a EUR 74 
million to Elektroprivreda Bosne i Hercegovine (EPBIH) to finance 
15% of the total construction costs of the Tuzla 7 plant, while the 
85% of the costs comes from China Exim Bank. More worryingly, 
the European Bank for Reconstruction and Development (EBRD), 
which had already halted financing for coal with its 2013 Energy 
Sector Strategy, is an NLB shareholder and did not prevent the 
bank financing Tuzla 7. Similarly, Intesa Sanpaolo announced 
it would no longer lend to new coal projects in April 2020, so 
its late 2019 contribution to the Tuzla 7 construction was a last-
minute “hit and run”.

The electricity sector in Bosnia-Herzegovina is the country’s 
largest exporter by type of product.  This local ‘pull’ is perfectly 
matched by a ‘push’ originating in China. The latter, driven by 
the political and economic effort to reduce China’s fossil fuel 
consumption sealed in4 the country’s pledge ahead of the Paris 
UN Climate Summit, put pressure on the provinces and on state 

3 https://zurnal.info/novost/22581/vlada-fbih-uzela-120-miliona-elektroprivreda-se-zaduzuje?fbclid=IwAR2d
UjGSwItDFPVxPXcshzFB_Pbw8wYxLTLCUrtvqUmlmnLjP-3_j8W7WQQ

4 https://www.theguardian.com/environment/2015/jun/30/china-carbon-emissions-2030-premier-li-
keqiang-un-paris-climate-change-summit
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owned companies which resulted in the cancellation of around 
150 GW5 of new coal projects. These cancellations do not 
automatically translate into a new unit at the Tuzla coal power 
plant in Bosnia-Herzegovina, but they do provide additional 
incentives for Chinese state-owned companies in the coal sector 
to export technology and their workforce to countries with less 
stringent climate and emissions goals and with a flexible rule of 
law.

Bosnia and Herzegovina, with around 3.8 million people, is 
currently a net exporter of electricity. More than half of its installed 
electricity generation capacity6 - around 2.2 GW - is hydropower, 
while most of the remainder - around 2 GW - is made up of 
five lignite power plants at Tuzla, Kakanj, Gacko, Ugljevik and, 
since September 2016, Stanari. Generation levels hover around 
two-thirds coal to one-third hydropower, depending on the 
hydrological conditions. 

Bosnia-Herzegovina is also a signatory of the Energy Community 
Treaty, which aims to integrate the energy markets of the EU’s 
neighbours into the single market. The signatories of the Treaty 
have committed to gradually implement environmental and 
competition rules that could seriously impact projects designed 
on poor environmental assessments, state guarantees and 
other hidden subsidies, not to mention the cost of technological 
upgrading necessary to meet the EU’s Industrial Emissions 
Directive. Even the newest of the plants, Stanari in Bosnia’s Serb 
entity, will need significant retrofitting7 once the most recent EU 
directive on industrial emissions is applied in national law. 

In a 2019 report8, the Energy Community suggested all coal 
power plants in the Balkans would be highly unprofitable without 
direct and indirect subsidies, raising questions about what their 
owners will do with such undesirable assets in case these 
projects become uneconomic. 

5 https://cleantechnica.com/2017/08/16/china-halts-construction-150-gw-new-coal-power-plants/

6 https://www.derk.ba/DocumentsPDFs/DERK-Izvjestaj-o-radu-2019-b.pdf

7 https://bankwatch.org/wp-content/uploads/2017/06/BREF-Balkan-coal-14Jun2017.pdf

8 https://energy-community.org/dam/jcr:23503de3-fccd-48f8-a469-c633e9ac5232/EnC_Coal_Study_092019.pdf
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In 2018 Bosnia and Herzegovina adopted a new energy 
strategy9 on the state level, compiled from two entity-level 
documents. The strategy however brought little enlightenment 
as to how the country could step up its energy transition. It 
included four scenarios, none of which would bring the country 
to decarbonisation by 2050. Even the so-called ‘moderate 
renewable scenario’ involves building two new coal power 
plants, as shown in the table below. The strategy did not select 
which scenario would be the most favourable, so the decision 
on how to proceed has been left hanging, and already now it is 
clear that none of the scenarios correspond to reality in terms of 
the real progress on the projects.

Entity Power plant Power 
(MW)

Entity 
scenario

Indicative 
plan (IP) 
scenario

Cost 
optimised 
IP scenario

Moderate 
renewable 

scenario  
with EE

FBIH

Tuzla 7 450 2021 2020 2035 -

Kakanj 8 350 2024 2024 2024 2024

Banovići 350 2025 2020 2030 2028

Kongora 2x275 2026 - - -

Zenica (gas) 385 - 2020 - -

RS

Ugljevik 3 600 2022 2019 2025 
(300MW)

-

Gacko 2 350 2024 - -

Source:Fromework Energy Strotegy of Bosnia and Herzegovina until 2035,p .69 {English version)

9 http://www.mvteo.gov.ba/data/Home/Dokumenti/Energetika/Framework_Energy_Strategy_of_Bosnia_
and_Herzegovina_until_2035_ENG_FINAL....pdf

https://bankwatch.org/project/banovici-lignite-power-plant-bosnia-and-herzegovina/
http://www.mvteo.gov.ba/data/Home/Dokumenti/Energetika/Framework_Energy_Strategy_of_Bosnia_and_Herze
http://www.mvteo.gov.ba/data/Home/Dokumenti/Energetika/Framework_Energy_Strategy_of_Bosnia_and_Herze
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Tuzla 7 - where it started and where we 
are now

The fragmented political system of Bosnia and Herzegovina 
creates incentives to preserve lignite plants for local, regional, 
entity and state-level politicians, all of whom often exploit the 
job-creating properties of the coal complex.

The 450 MW Tuzla 7 project has been around for more than 
a decade and it has become an iconic example of the clash 
between Chinese-backed investments and EU standards in 
the Balkans. The project would be implemented by the China 
Gezhouba Group Co. and a financing deal was signed with the 
China Exim Bank in November 2017.

The project has also become infamous10 for its China Exim Bank loan 
backed by an illegal state guarantee11, and for underestimating12 
carbon pricing and coal prices in its feasibility study.

Key issues:

 • Ongoing Energy Community State aid infringement procedure 
regarding the guarantee for Chinese loan

 • Open Espoo Convention investigation due to BIH’s failure to notify 
neighbouring countries about potential transboundary pollution.

 • Open Árhus Convent on Compliance Committee review for BiH’s 
failure to comply with access to information and justice principies

 • Deficient and outdated environmental assessment being challenged 
in court

 • Plant not designed to be in line with the new EU LCP BREF pollution 
control standards.

 • C02 prices barely taken into account and coal prices unrealistically 
low in the feasibility study.

 • No location confirmed for a new ash landfill after Šićki Brod residents 
successfully resisted the proposed site.

10 http://ba.n1info.com/English/NEWS/a321510/Johannes-Hahn-concerned-about-Block-7-loan-from-
China-Exim-Bank.html

11  https://bankwatch.org/press_release/energy-community-opens-infringement-procedure-against-bosnia-
herzegovina-over-illegal-tuzla-7-state-aid

12  ttps://unearthed.greenpeace.org/2020/01/14/china-belt-and-road-coal-plants-in-bosnia-serbia-balkans/

http://ba.n1info.com/English/NEWS/a321510/Johannes-Hahn-concerned-about-Block-7-loan-from-China-Exim
http://ba.n1info.com/English/NEWS/a321510/Johannes-Hahn-concerned-about-Block-7-loan-from-China-Exim
https://bankwatch.org/press_release/energy-community-opens-infringement-procedure-against-bosnia-her
https://bankwatch.org/press_release/energy-community-opens-infringement-procedure-against-bosnia-her
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In August 2014, the publicly-owned electricity company 
Elektroprivreda Bosne and Hercegovine (EPBiH) signed 
a construction contract with China Gezhouba Group and 
Guangdong Electric Power Design13 - subsidiaries of China 
Energy Engineering Corporation - for the construction of a new 
unit 7 at Tuzla, after Japan’s Hitachi - also shortlisted - dropped 
out of the project14 partly due to its poor economics.

The price tag for construction at the time was EUR 785.7 million, 
but it was later admitted that the project was not economically 
feasible15 in this form. The current construction cost16 of the plant 
is EUR 722 million, but it is unclear what compromises have been 
made to lower the cost.

One of the obvious deficiencies in the project is not adapting the 
project to the 2017 EU Best Available Techniques and therefore 
allowing for higher emissions of sulphur dioxide, nitrous oxides, 
dust and mercury than would be allowed in the EU. Such a 
requirement is not yet mandatory in the Energy Community, 
however these regulatory changes on the EU level are predictable 
and well known in advance, and the BAT should always be applied 
to protect the environment and health of nearby communities, 
irrespective of international obligations.

A report commissioned by the Center for Ecology and Energy 
from Tuzla on the health impacts17 of existing and planned coal 
thermal power plants in the Tuzla area. Using WHO methodology, 
the study found that coal plants around Tuzla, including Tuzla 7 
and the planned unit at Banovići, are expected to cause total 
health-related economic costs of EUR 810 million and the loss 
of 39,000 life-years in the period 2015-2030.

Tuzla 7 obtained a new environmental permit in July 2016 as the 
original one from 2009 expired in November 2015. The permit 

13 http://www.cggc.cc/2014-09/10/content_18574821.htm

14 http://www.vidiportal.ba/novosti/drtvo/27525-blok-7-ko-su-akteri-prevare-stoljea-u-tuzli

15 http://www.avaz.ba/clanak/203081/jasarevic-uvjeti-razvojne-banke-kine-za-gradnju-bloka-7-u-tuzli-nepri
hvatljivi?url=clanak/203081/jasarevic-uvjeti-razvojne-banke-kine-za-gradnju-bloka-7-u-tuzli-neprihvatljivi

16 http://www.klix.ba/biznis/investicije/bajazit-jasarevic-direktor-elektroprivrede-bih-pripremni-radovi-na-
izgradnji-bloka-7-moguci-u-2017/160427008

17 http://www.ekologija.ba/userfiles/file/Uticaj%20termoelektrana%20na%20zdravlja%20stanovnistva.pdf

http://www.klix.ba/biznis/investicije/bajazit-jasarevic-direktor-elektroprivrede-bih-pripremni-radovi-na-izgradnji-bloka-7-moguci-u-2017/160427008
http://www.avaz.ba/clanak/203081/jasarevic-uvjeti-razvojne-banke-kine-za-gradnju-bloka-7-u-tuzli-nep
http://www.avaz.ba/clanak/203081/jasarevic-uvjeti-razvojne-banke-kine-za-gradnju-bloka-7-u-tuzli-nep
http://www.klix.ba/biznis/investicije/bajazit-jasarevic-direktor-elektroprivrede-bih-pripremni-radov
http://www.klix.ba/biznis/investicije/bajazit-jasarevic-direktor-elektroprivrede-bih-pripremni-radov
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was challenged in court by Sarajevo based NGO Ekotim, due 
to procedural irregularities and deficiencies in the permit. After 
Sarajevo Cantonal Court dismissed the case on the spurious 
grounds that an organisation based in Sarajevo cannot challenge 
the environmental permit for a project in Tuzla, the case has 
been taken to the Supreme Court18 of the Federation of Bosnia 
and Herzegovina.

In addition, local people from the village of Šićki Brod have 
successfully resisted the construction of the ash landfill for the 
new plant, leaving the new plant without anywhere to put its waste.

On 27 November 2017 at the China-led 16+1 summit between 
China and 16 Central and Eastern European nations, a surprise 
signing19 of a China Exim Bank loan contract for Tuzla 7 took place. 

The intention of the Federal Government to issue a state 
guarantee for covering 100% of the loan from China Exim Bank 
led the Energy Community Secretariat to open an infringement 
case20 against Bosnia and Herzegovina in March 2019, and the 
then EU Enlargement Commissioner Johannes Hahn warned the 
country21 that its decision raised serious questions, “not only about 
Bosnia’s commitment to international treaties and European rules 
under the Energy Community Treaty but also about the choice 
of the energy technology as well as about a sound cost-benefit 
analysis in a responsible and transparent manner”.

18 https://www.6yka.com/novosti/upucen-zahtjev-za-vanredno-preispitivanje-sudske-odluke-vrhovnom-
sudu-federacije-bih-u-vezi-okolinske-dozvole-za-blok-7-te-tuzla

19 https://bankwatch.org/press_release/rushed-loan-approval-for-tuzla-7-coal-plant-but-project-far-from-ready

20 https://www.energy-community.org/news/Energy-Community-News/2019/03/26.html

21 http://ba.n1info.com/English/NEWS/a321510/Johannes-Hahn-concerned-about-Block-7-loan-from-
China-Exim-Bank.html

http://ba.n1info.com/English/NEWS/a321510/Johannes-Hahn-concerned-about-Block-7-loan-from-China-Exim-Bank.html
https://www.6yka.com/novosti/upucen-zahtjev-za-vanredno-preispitivanje-sudske-odluke-vrhovnom-sudu-f
https://www.6yka.com/novosti/upucen-zahtjev-za-vanredno-preispitivanje-sudske-odluke-vrhovnom-sudu-f
http://ba.n1info.com/English/NEWS/a321510/Johannes-Hahn-concerned-about-Block-7-loan-from-China-Exim
http://ba.n1info.com/English/NEWS/a321510/Johannes-Hahn-concerned-about-Block-7-loan-from-China-Exim
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Bosnia and Herzegovina then requested a mediation process 
with the Energy Community Secretariat to resolve the issue, 
but no agreement was reached. Since the Federal government 
went ahead with signing the guarantee, the Energy Community 
Secretariat broke off the mediation process22 in December 2019 
and continued with the infringement process in January 202023.

At the time of writing, preparatory works are underway and 
Chinese workers are reported to be on their way24 to start 
construction. 

22 https://www.energy-community.org/news/Energy-Community-News/2019/12/06.html

23 https://bankwatch.org/blog/energy-community-treaty-violations-dig-western-balkan-countries-deeper-
into-coal-hole

24 http://tip.ba/2020/09/20/video-radovi-na-termoelektrani-tuzla-cekaju-se-kineski-radnici/

https://www.energy-community.org/news/Energy-Community-News/2019/12/06.html
https://bankwatch.org/blog/energy-community-treaty-violations-dig-western-balkan-countries-deeper-into-coal-hole
https://bankwatch.org/blog/energy-community-treaty-violations-dig-western-balkan-countries-deeper-in
https://bankwatch.org/blog/energy-community-treaty-violations-dig-western-balkan-countries-deeper-in
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Local resistance 

The planned ash disposal site at Šićki Brod – needed for the 
new power plant unit - was heavily opposed by both Tuzla and 
Lukavac municipality council and local communities. In April 2016 
they presented a petition with 2100 signatures against the site to 
the Ministry of Environment and Tourism, and in 2019 protests 
ensured that the site was not included in the local spatial plans25. 
So far, no replacement site has been confirmed.

In March this year, as Bosnia-Herzegovina went into lockdown, 
preparatory works began at the Tuzla 7 unit and workers were 
transporting construction waste from the site to the existing ash 
landfill, passing through the Bukinje community, one which has 
been very active in opposing the new ash disposal site, having 
lived near and suffered the impacts from the existing one. The 
existing ash landfill, known as Jezero II, has in fact reached its 
capacity limit. This existing ash landfill is a huge open-air deposit 
with the appearance of a lake (hence its name - Jezero in Bosnian 
means “lake”) of waste water and dust, located north-east of 
Bukinje, which according to the local environmental organization 
Center for Ecology and Energy, threatens to infiltrate directly 
into the aquifer. The local community in Bukinje has long been 
exposed to the impacts of the existing ash landfill which dries up 
and carries polluting particles for kilometres, and in March 2020 
organised a road blockade in spite of bans on public gatherings.

25 https://www.youtube.com/watch?v=UJfyC46O2PA

https://www.youtube.com/watch?v=UJfyC46O2PA
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Chinese financing trumps the rule of law 

Unlike similar projects in other parts of the world, the Western 
Balkans countries present a special case because of their 
commitment to European integration and ongoing approximation 
of environmental and State aid law. This makes the region 
attractive for Chinese financing and investment as a backdoor to 
the EU, but highlights the gap between the declared ambitions 
of the host states and their continued weakness in relation to 
transparency and the rule of law. 

For Chinese state-owned enterprises (SOEs), the Western 
Balkans are a ‘boot camp’ where they can train and gain 
experience in building to European standards without the hassle 
of competitive public tenders because the host states provide 
the right environment for the SOEs in the crucial pre-selection 
stages, where Chinese construction companies lack experience.

Some Chinese-financed infrastructure projects in the region, such 
as Kostolac B3 in Serbia, were agreed bilaterally, with no tender 
process. In other cases, such as Tuzla 7 Chinese SOEs enjoyed 
an advantage in the tender by bringing low-cost financing.
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Bosnia’s ambitious new coal power plant projects are out of 
proportion to its population and demand, but the most advanced 
projects have one thing in common - Chinese deals:

 • Tuzla unit 7 (450 MW) – Engineering, Procurement and 
Construction contract signed with China’s Gezhouba; 
financing deal signed with China Exim Bank, preliminary 
works underway.26

 • Banovići – greenfield plant (350 MW) – Engineering, 
Procurement and Construction contract signed with China’s 
Dongfang; financing expected from the Industrial and 
Commercial Bank of China but not signed yet.27

 • Ugljevik III (600 MW) – no contractor or financing sources yet 
– there is a possibility that Elektroprivreda Republike Srpske 
will take over the concession from the private company 
Comsar Energy that has so far failed to build the plant.28

 • Gacko II (350 MW) – no contractor or financing sources yet, 
but Chinese companies are interested.29

 • Kakanj 8 (300 MW) – no contractor or financing sources yet.

 • Kamengrad – greenfield plant (430 MW) –no contractor or 
financing sources yet, but Chinese companies are interested.30

 • Other plants such as Kongora and Bugojno are also 
occasionally mentioned, but do not appear to be being 
actively developed.

The drivers for these plans – at a time when most of Europe is 
planning coal phase-outs31 - are manifold. Resistance to change 
and scepticism about variable renewables play a role, as does 
the fear of job losses32 in the lignite mines. But plans for new 
coal only persist due to the availability of Chinese finance 
coupled with that of private banks such as Intesa Sanpaolo, 

26 https://bankwatch.org/project/tuzla-7-lignite-power-plant-bosnia-and-herzegovina-2/

27 https://bankwatch.org/project/banovici-lignite-power-plant-bosnia-and-herzegovina/

28 https://bankwatch.org/project/ugljevik-iii-lignite-power-plant-bosnia-and-herzegovina/

29 https://bankwatch.org/project/gacko-ii-bosnia-and-herzegovina

30 https://bankwatch.org/project/kamengrad-lignite-power-plant-bosnia-herzegovina

31  https://beyond-coal.eu/coal-exit-tracker/?type=maps&layer=4

32  https://bankwatch.org/publication/coal-jobs-fraud-update-2018

https://bankwatch.org/project/tuzla-7-lignite-power-plant-bosnia-and-herzegovina-2/
https://bankwatch.org/project/banovici-lignite-power-plant-bosnia-and-herzegovina/
https://bankwatch.org/project/ugljevik-iii-lignite-power-plant-bosnia-and-herzegovina/
https://bankwatch.org/project/gacko-ii-bosnia-and-herzegovina
https://bankwatch.org/project/kamengrad-lignite-power-plant-bosnia-herzegovina
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NLB, Sberbank (though Western banks’ contribution is declining 
too) and because the state-owned energy utilities are willing 
to tolerate financial losses as long as they keep getting state 
support.

Rather than creating one-way dependency on China, the 
disruption that readily available financing  brings has its roots 
in the existing weaknesses in the rule of law and the poor role 
of the legislature in relationship to the executive. It provides 
opportunities for the elites in power to benefit from the same lack 
of transparency desired by Chinese actors, while ensuring the 
projects advance rapidly and with minimal regulatory obstacles.
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