COMPLIANCE
ADVISOR
OMBUDSMAN

The Independent Accountability Mechanism for IFC & MIGA
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" See the IFC’s disclosure documents regarding the Karot project. IFC (International Finance Corporation), Karot Hydro:
Environmental and Social Review Summary, IFC Project Information and Data Portal, 2015, https://bit.ly/3rkE4Sq.

2 CAO may merge a complaint with an earlier compliance process, if still open, and the complaint is substantially related
to the same issues as the earlier compliance process. The Karot Hydro -02 and -03 cases were merged during the
compliance appraisal stage (April 2021), and Karot Hydro-04 was merged with the other two cases during compliance
investigation (December 2024).

3 OLiuSly iSaal sl 530k &y S - &gy SiEas S JaiCAO


https://bit.ly/3rkE4Sq

o e K _Sale aldll S Ol are s o b e cilgen (S daa 5 B gl (b o Ciba
4—,\345oﬁbw2020wduei‘wéci§éiﬁkebcquOCioﬁiie&f»obﬁé&fé
A8 Ly K JEie e e S Jwad S CAO

Ol LSl ((BWI)Jads Sl 58 s 355 3l Sl (st 5330 (o CulSs (S 03 S S (e 2020 SV s
Ol ¢ 5 R S i s caila S sailal S (ALU)Ci s o el se sl (PFBWW) S s S5 S Kl il
oS 5 a5 mdiy il A e e 8 i (S O e S (pe 2 JL S TGDC Us) KPCL =
Gl g o sk it e oS e Bl gl call ol anlie e (S G dke (Vs i L e S (OHS)
Jaani S CAO (2 2021 Jis (S LS LIS a0t (6 58y lllae s ) el a0 ) )5) =S

S8 L S e ) S s ais S b S

S I S el el s (S e S S S a8 Sy S lSE (S 04-35 8 e 2022 e
b Aliaia s sl 8 el JS Ak S 30 GlAS e e Gl Gl 8 K (S wsh
O 68 dald el S sk g ailiaie e ) Sl (5 s oS b (s ltal gl Syl SIS lda
s AU il € S IS Gl 5 S CAO- Led LW LS adllas 1S 5 € s € (S 51 S silaail U (e
2024 s L8 Lo S JEe ol S clidaiyie S amd S Jaeni S CAO 0 2024 aiv S (S cany S
i 5 m sl Aok e LS Alead 1S 5 S a8 leite s IS Ak Jilal S e SCAO e
Gola 2SS aa gl S (8 5 st S Jaend (S 02/03 — 5% S S S o e S bl Glate

- LS

Al o sa S &S

Gl 8 S8l sl 550 S LS lial Cilise 3 KPCL o s S cillains &l (ne ClSS 50 S
Gk S (PS) & luns S (B3 88 S IFC = s S )il abew sl dsaleys) ol 8 sl a8
08 B S O s LS Rlal S Cual (S el sl S 6 S S Ky e ol da
W 5 KPCL U o0k S a3l S Slu s 5liel LS (llai 8 (5las S IFC o) so S dee o sy 30
S ) S A it Glae pn S 5SS SIS )l SlShy je 58 ae Clla ) el 3 S QL) S
S Sile ESal NS LS sale) IS @l o) 5 KPCL 565 62 (siabiay (s 5 USO8 ) L aa IS Claa
il (5 sl Aok Aliaie 2 L LS UL i ) sl L3 LA LS SIS ol (il (S (sl S an (oS
I3 TGDC 8 JRAS S oS LS S KPCL g3l S el 31 S04 - 553 S S (e s S
Isn5e Disf (S8 e Cnlen (S lal 3 O S LS S o0 55 5 osel (S e W8 LS a0k arg b S lased
S A S S al S mnle 03 S &y 5y S TGDC AS 52 g3 S CAO = KPCL e 2024 - 40 U
i il G ik g sk (G5B e S OeSS W8 Ly S al b aaslae (e il S Gl sl 2 W8 L
DS 538 e S i) «TGDC AS LS e S KPCL - = e 25350 3380, 0uS (S8 1S s S Hsma
03) 0SS D Gl Dal sl (HR) Jibs (il 0as jslia i [FC o S Sl iy S (il sa ) bl
S A o S Al SIS

pldl s SIFC

S IFC @i S 58VEaK Jady i (S 2013 S CAO = S Usils i S 03-35 5 5 02-3i5 S
03 SR S S e el 38U Y 308 g S gl O i S pl) el ik
Kdae S S0 SKPCLAS W& ) (e alal bl S |FC Glaie —w -04S5 S e 2024 L 5S) A3)
Gihae S (S8 Ky sl Lal) PS2 S IFC Ls) sy HR S KPCL il L3l W& W s 3ila wilal 3l
P s ol 3 (S @Bl ssbae e g WSl dae Ly sy HR 2 GBS SIS sl 5 IFC - W8 LG

3 For KPCL's perspective, see CAO, Compliance Assessment Report Regarding the Second Complaint in Relation to
IFC’s Investment in Karot Hydro (#36008) in Pakistan (CAO, 2020), https://officecao.org/43ygBIm.

4 For KPCL's response to the Karot Hydro-04 complaint, CAO, Compliance Appraisal Report: CAO Compliance Appraisal
of Complaint Regarding IFC’s Investment in Karot Power Company Ltd. (KPCL), Pakistan, (CAO, 2024), appendix 3:
https://officecao.org/4dm26V9.
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5 Notably, ILO’s 2014 Decent Work Country Profile for Pakistan and the ITUC’s 2013 and 2014 Global Rights Index
highlighted significant labor challenges in the country. The 2016 Decent Work Country Program later reported these
challenges as ongoing. ILO, Decent Work Country Profile: Pakistan 2014 (ILO, 2014), https://officecao.org/469V1Ft;
ITUC (International Trade Union Confederation), Countries at Risk: Violations of Trade Union Rights (ITUC, 2013),
https://officecao.org/4nt4D40; ITUC (International Trade Union Confederation), ITUC Global Rights Index: The World’s
Worst Countries for Workers (ITUC, 2014), https://officecao.org/4pCNJSa; ILO, The Islamic Republic of Pakistan Decent
Work Country Program (2016—-2020) (ILO, 2016), https://officecao.org/4aaPsJe

6 At the time of IFC’s pre-investment review, CTGI was known as CWE Investment Corporation (CWEI)
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7 According to the Sustainability Policy, para. 28: “Environmental and social due diligence typically includes the following
key components: (i) reviewing all available information, records, and documentation related to the environmental and social
risks and impacts of the business activity; (ii) conducting site inspections and interviews of client personnel and relevant
stakeholders, where appropriate; (iii) analyzing the business activity’s environmental and social performance in relation to
the requirements of the Performance Standards and provisions of the World Bank Group Environmental, Health and Safety
Guidelines or other internationally recognized sources, as appropriate; and (iv) identifying any gaps therewith, and
corresponding additional measures and actions beyond those identified by the client’s in-place management practices. To
ensure the business activity meets the Performance Standards, IFC makes these supplemental actions (Environmental
and Social Action Plan) necessary conditions of IFC’s investment.” IFC (International Finance Corporation), IFC Policy on
Environmental and Social Sustainability (IFC, 2012), para. 28, https://officecao.org/3MUgjPV.
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8 In August 2019, CAQ received the Karot Hydro-02 complaint with allegations of labor discrimination at the project site.
9 This was IFC’s last disbursement. Due to ongoing labor concerns, no further disbursements were made by IFC.

0 |FC Performance Standard 2 requires that clients “promote fair treatment, non-discrimination, and equal opportunity for
workers” (Objective) and “will not make decisions relating to the employment or treatment of workers on the basis of
personal characteristics unrelated to inherent job requirements” (para. 7). Where accommodation is provided, it must be
“maintained in a manner consistent with the principles of non-discrimination and equal opportunity” (para. 17). IFC
Guidance Note 2 (GN20) clarifies that equal opportunity applies to housing and related services “regardless of nationality
or any other personal characteristic” and that any differences must have a legitimate, objective justification which does
not result in inferior conditions for any group of workers. These provisions align with international good practice, as
reflected in ILO Convention No. 111—Discrimination (Employment and Occupation), which prohibits distinctions based
on “national extraction or social origin” that impair equality of opportunity or treatment, and ILO Recommendation

No. 115—Workers’ Housing, which states that workers housed by an employer should enjoy equivalent accommodation
standards without distinction based on nationality, except for variations objectively required to meet specific needs,
provided these do not disadvantage any group.

" Performance Standard 2 asserts, “Where accommodation services are provided to workers covered by the scope of
this Performance Standard, the client will put in place and implement policies on the quality and management of the
accommodation and provision of basic services. The accommodation services will be provided in a manner consistent
with the principles of non-discrimination and equal opportunity. Workers’ accommodation arrangements should not
restrict workers’ freedom of movement or of association” and para. 15 “The client will not make employment decisions on
the basis of personal characteristics unrelated to inherent job requirements. The client will base the employment
relationship on the principle of equal opportunity and fair treatment, and will not discriminate with respect to any aspects
of the employment relationship, such as recruitment and hiring, compensation (including wages and benefits), working
conditions and terms of employment, access to training, job assignment, promotion, termination of employment or
retirement, and disciplinary practices.” IFC (International Finance Corporation), IFC Performance Standards on
Environmental and Social Sustainability (IFC, 2012), para. 12, https://bit.ly/3Rqk6n3.

21LO, Decent Work Country Profile: Pakistan 2014; ITUC, Global Rights Index 2014.
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18 According to PS2, working conditions and terms of employment include wages and benefits, wage deductions, working
hours, overtime arrangements and compensation, breaks, rest days, sick leave for illness, maternity leave, and vacation
or holiday time. IFC, IFC Performance Standards, PS2.
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4 Several other CAO compliance investigations have identified a sub-optimal relationship between the timing and
conditions of IFC financial disbursements (or additional investments) and the fulfilment of E&S requirements consistent
with the Performance Standards. In those cases, this misalignment contributed to IFC noncompliance and resultant harm
to project-affected people. See, for example: CAO Compliance Investigation of IFC’s investment in Salala Rubber
Corporation, Abwa Bio-Chem Industrial Park, RCBC-01, Masdar Baynouna-01.
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5 The CAO Policy, which supersedes and replaces in its entirety the CAO Operational Guidelines and CAO Terms of
Reference, became effective on July 1, 2021. Although the case commenced under the Operational Guidelines, this CAO
compliance investigation was completed under the CAO Policy. CAO, IFC and MIGA Independent Accountability
Mechanism (CAQ) Policy (CAO, 2021), https://bit.ly/CAO- Policy.
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6 KPCL is sponsored 93% by CSAIL and 7% by its local partner Associated Technologies (Pvt) Limited (Pakistan). IFC
(International Finance Corporation), China Three Gorges South Asia Investment Limited: Environmental and Social
Review Summary, IFC Project Information and Data Portal, 2014, https://officecao.org/406VttY.

7 CTGl, previously known as CWE Investment Corporation (CWEI), is the wholly owned overseas intermediary of the
China Three Gorges Corporation (CTGC). CTGC was founded in 1993 to build the 22,500-megawatt Three Gorges
Project (the largest hydropower project in the world) on the Yangtze River in China. CSAIL serves as the dedicated
platform company for CTGC’s renewable energy investments in Pakistan. IFC (International Finance Corporation), Karot
Hydro: Summary of Investment Information, IFC Project Information and Data Portal, 2015, https://officecao.org/449Lgxd.
8 More on the Silk Road Fund can be found at https://officecao.org/43KD267 and more on CTGI can be found at
https://officecao.org/4mCpJgC.

9 |FC International Finance Corporation), Loan Summary of Investment Information (SlI, 36008), available here:
https://officecao.org/449Lgxd.

20 Jhelum River crosses the Pakistan province of Punjab and Azad Jammu and Kashmir. See Britannica, Azad Kashmir,
https://officecao.org/46Iruc8

21|FC, CSAIL Environmental and Social Review Summary (ESRS, 34062). Available at: https://officecao.org/406VitY.
CSAIL serves as the dedicated platform for renewable energy investments in Pakistan, through China Three Gorges
Investments (CTGI).

22 |FC, Karot Hydro: Summary of Investment Information (SlI, 36008). Available at: https://bit.ly/2VOOcDH.

23 TGDC and CMEC are subsidiaries of China Three Gorges Corporation (CTGC).
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CTGI: China Three Gorges International Silk Fund

| I Fc \U% equity /15% equity
L& ;l.aﬂ

FE=RkBTREERA

.

International

Einance 15% eq uit‘f China Three Gorges South Asia Investment Lt-d
'Cﬂfpﬂrﬂtl on {U55125 million) CSAIL: Project Sponsor
i Exited in 2023 e

Loan for construction
and operation

s 03% d (7% d by CSAIL
(USS100 million) owned [7% owned by 5

Pakistani partner, Associated
Technologies {Pvt) Limited)

KAROT POWER

COMPANY (PVT.)LTD

KPCL: Special Purpose Vehicle

24 The commercial operations start date is the point when a project is fully operational and ready to generate revenue,
after construction is complete and commissioning takes place.

25 |FC, Karot Hydro: Summary of Investment Information (Sll), https:/bit.ly/2V00cDH; and Overview of Pakistan’s Power
Sector and Its Future Outlook. September 2022, https://officecao.org/4ordwG9.
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26 |n March 2019, CAO received the first complaint regarding the Karot Hydropower Project (Karot Hydro-01). CAO
determined this complaint to be ineligible because it was anonymous and CAQO’s 2013 Operational Guidelines (para. 1.4),
which were in effect at the time, stipulated that CAO could not accept an anonymous complaint. In July 2022, CAO received
the Karot Hydro-05 and Karot Hydro-6 complaints. They were deemed eligible and referred to IFC where they are still
managed. In August 2022, CAO received the Karot Hydro-07 complaint, which was resolved in December 2024 by an
agreement reached through dispute resolution. The case agreement was monitored by CAO until June 2025, and the
parties have committed to implementing the terms of the agreement for a minimum of two years beyond CAQO’s involvement.
The CAO case closed in November 2025. An additional Karot Hydro-08 complaint was filed in February 2024 but closed
by CAO during the assessment phase because the complainants stated that their issue had been resolved. Lastly, the
Karot Hydro-09 complaint was filed in August 2024 and determined to be ineligible. More information on these complaints
can be found on the CAO website at https://www.cao-ombudsman.org/cases.
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27 Karot Hydro-02 and Karot Hydro-03 were merged in April 2021 during CAO'’s Appraisal, while Karot Hydro-04 was
merged with the other two complaints in December 2024 during the investigation phase.

28 For more on the Karot Hydro-02 case, see https://officecao.org/3CyvYPM.

2% In May 2022, during the investigation process, CAO was able to reestablish communication with the complainant and
send him the compliance appraisal report, which highlighted the issues under investigation.

30 For more on the Karot Hydro-03 case, see https://officecao.org/Karot03.

31 The official name of the organization is "Awami Labour Union, China Three Gorges Corporation Karot Power Company
Private Limited.” It was established in May 2017.

32 For more on the Karot Hydro-04 case, see https://officecao.org/PakistanKarot04.
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33 In September 2025, one complainant in Karot Hydro-04 informed CAQO that they were withdrawing from the CAO case.
34 CAO, IFC and MIGA Independent Accountability Mechanism (CAO) Policy, para. 39, 2021,
https://officecao.org/3YsQnPo.

35 CAO, Compliance Appraisal: Karot Hydro, Pakistan (IFC Project #34062 and #36008); Complaint Karot-02 and
03/Jheum River (CAQ, January 2022), https://officecao.org/3XES6Rc.
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36 CAO, Compliance Appraisal Report: CAO Compliance Appraisal of Complaint Regarding IFC’s Investment in Karot
Power Company Ltd. (KPCL), Pakistan, (CAO, December 2024), https://officecao.org/3F11dV1.

87 CAO Operational Guidelines (CAO, 2013), https://officecao.org/3Na5IKn.

38 CAO, Compliance Appraisal Report: Karot Hydro-04, appendix 2. https://officecao.org/3F11dV1.
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39 CAO, Compliance Appraisal Report: Karot Hydro-04, appendix 3, see https://officecao.org/3F11dV1.

40 Harm is defined in the CAO Policy as “[a]ny material adverse environmental and social effect on people or the
environment resulting directly or indirectly from a Project or Sub-Project. Harm may be actual or reasonably likely to occur
in the future” (p. iv).

41 CAO Policy, para. 120c. Available at: https://bit.ly/CAO-Policy.

42 CAO, Terms of Reference for Compliance Investigation of IFC, January 2022. Annex of Appraisal Report. Available at:
https://officecao.org/KarotHydro03ComplianceAppraisal and https://officecao.org/KarotHydro02ComplianceAppraisal.
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43 CAO Policy, para. 116.

44 In March 2019, CAO received the first complaint regarding the Karot Hydropower Project (Karot Hydro-01). CAO
determined this complaint to be ineligible because it was anonymous and CAO’s 2013 Operational Guidelines (para. 1.4),
which were in effect at the time, stipulated that CAO could not accept an anonymous complaint.
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45 Information about CAO’s Karot Hydro- 2 case is available at https://officecao.org/Karot02.
46 Information about CAQ’s Karot Hydro- 3 case is available at https://officecao.org/Karot03.
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47 ITUC and ILOs documents available here: https://officecao.org/43YwOLJ, https://officecao.org/4ntWNYw, and
https://officecao.org/469V1Ft.

48 Pakistan Decent Work Country Programme Il (2016-2020) is a joint effort of the Government of Pakistan, the
Employers’ Federation of Pakistan (EFP) and the Pakistan Workers’ Federation (PWF) with support from the ILO Country
Office Islamabad. Report published September 2016, https://officecao.org/3RdpOsil.

49 While the International Trade Union Confederation (ITUC) is a global labor federation representing workers’
organizations, its Global Rights Index ratings and country reports are widely cited by international bodies — including the
International Labour Organization (ILO), the Office of the High Commissioner for Human Rights (OHCHR), and the World
Bank Group and the International Finance Corporation (IFC) — as supplementary indicators of national labor rights
conditions. In IFC’s Performance Standard 2 Guidance Note (GN2), which provides interpretive guidance for applying
PS2, the section on Freedom of Association and Collective Bargaining advises investors to be aware of country-specific
restrictions and explicitly cites ITUC’s Global Rights Index as a source for understanding the extent to which national
laws and practices align with international labor standards.

50 ITUC, freedom of association. Available here: https://officecao.org/4iZ6yLD, and ILO, Committee on Freedom of
Association (CFA). Available here: https://officecao.org/4gWIRn3 and https://officecao.org/403xjkb.

51 ITUC 2024 Global Rights Index, Pakistan page: https://officecao.org/45PBmuG.
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52 ITUC Global Rights Index 2014, p. 69. Rating 4/5 is defined as: “Workers in countries with the rating of 4 have reported
systematic violations. The government and/or companies are engaged in serious efforts to crush the collective voice of
workers putting fundamental rights under continuous threat.” Available here: https://officecao.org/46SpDLN.

53 ITUC, Pakistan rating, available here: https://officecao.org/3GsmFDj.

54 |TUC, freedom of association. Available here: https://officecao.org/4iZ6yLD.

55 Samina Ali and Dr. Muhammad Zubair Khan, A Comprehensive Analysis of Unfair Labor Practices in Pakistan from the
Perspective of National and International Law, December 2024. Available here: https://officecao.org/46mmvld. Similarly,
in Pakistan, it has been identified that “some transnational corporations resort to tactics to curb union activities similar to
national companies or the government. The ‘measures’ include unlawful termination of service.” See Status of Labour
Rights in Pakistan 2015. Available here: https://officecao.org/47UUCrH.

56 Since 1947, Pakistan has ratified 36 International Labor Organization (ILO) conventions, including eight core
conventions. Of these, 31 conventions are currently in force. The International Labor Organization (ILO) is a United
Nations agency that sets international labor standards and promotes social protection and work opportunities for all.
Pakistan has been an active member of the ILO since its inception in 1947. The core conventions ratified by Pakistan
cover fundamental principles and rights at work, including: Freedom of Association and Protection of the Right to
Organize Convention, 1948 (No. 87); Right to Organize and Collective Bargaining Convention, 1949 (No. 98); Forced
Labor Convention, 1930 (No. 29); Abolition of Forced Labor Convention, 1957 (No. 105); Minimum Age Convention, 1973
(No. 138); Worst Forms of Child Labor Convention, 1999 (No. 182); Equal Remuneration Convention, 1951 (No. 100);
and Discrimination (Employment and Occupation) Convention, 1958 (No. 111). The ILO ratifications for Pakistan are
available here: https://officecao.org/3FZxix5.

57 Industrial Relations Act, 2012. Available here: https://officecao.org/3W4ljTu.

58 A check-off facility is a system where union dues are deducted from an employee's wages.

59 |LO, Committee on Freedom of Association (CFA). Available here: https://officecao.org/403xjkb.
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60 |LO Decent Work Country Programme for Pakistan (2023-27) (ILO, 2023) https://officecac.org/3I8LftG.
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61 |FC (International Finance Corporation), IFC Policy on Environmental and Social Sustainability Policy (IFC, 2012) and
IFC (International Finance Corporation), IFC Performance Standards on Environmental and Social Sustainability (IFC,
2012), https://officecao.org/4mqg6vdY.
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62 For more on IFC’s 2012 Access to Information Policy, see the IFC Project Information and Data Portal at
https://officecao.org/4nhR5s9.

63 CAO does not make findings about the compliance of a project, subproject, client, or subclient with the Performance
Standards. When making findings regarding Harm and whether any Harm is related to IFC/MIGA noncompliance with its
E&S Policies, CAO assesses IFC/MIGA’s review and supervision of its E&S requirements at the project- or subproject
level considers project- or subproject-level E&S performance (CAO Policy, para. 77).

64 The complaints have raised concern regarding (i) Discrimination against local Pakistani workers; (ii) Freedom of
Association; (iii) Worker’s health and safety; (iv) Terms of employment and (v) Workers’ grievance mechanism. See
Section 1.2 for further details.

65 |FC Sustainability Policy (2012), para. 26.
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86 |FC, Sustainability Policy, Para 26-28, and IFC E&S Review Procedures (2013), section 3.2.1.
67 IFC, CSAIL ESRS. Available here: https://officecao.org/406VitY.

68 |FC, CSAIL ESRS. Available here: https://officecao.org/406VitY.

69 |FC CSAIL Equity ESRS, ESAP. Available here: https://officecac.org/406VitY.
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OIFC noted that the parent company (CTGI) had human resource management policy and practice which CSAIL would
follow and that the ultimate parent company (CTGC) was experienced in the development of energy projects

T IFC Equity ESRS, E&S Mitigation Measures. Available here: https://officecao.org/406VitY

2 The initial ESIA was prepared by a consortium of international and Pakistani consultants in September 2009, based on
an original project design consisting of a concrete dam (initially proposed at a height of 91m) and an underground
powerhouse. This Karot ESIA was submitted to, and approved by, the relevant environmental authorities in Pakistan in
2010 to 2011. After CSAIL took over the Karot project, the project's design was reviewed and CSAIL commissioned, at its
own expense, a specialized ES consultancy to update the ESIA to reflect the final design. Available here:
https://officecao.org/48RKTTe.
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73 Notably, ILO's 2014 Pakistan Decent Work Country Profile and the 2013 and 2014 International Trade Union
Confederation (ITUC) Global Rights Index highlighted significant labor challenges in the country, related to minimum
wage, excessive working hours, OHS and freedom of association. Later the ILO's 2016 Pakistan Decent Work Country
Program: 2016-2020 noted these challenges as ongoing. ITUC and ILOs documents available here:
https://officecao.org/4ntWNYw, https://officecao.org/469V1Ft and: https://officecao.org/44HhGYI.

74 1TUC 2008, Internationally Recognised Core Labour Standards in Pakistan Report. Available here:
https://officecao.org/4gvVbKE.

75 The 2013 ITUC report on Countries at Risk Violations of Trade Union Rights included examples of freedom of
association challenges in Pakistan including attacks, disciplinary action, and arrests of union leaders and workers when
negotiating over wages, benefits and job security. Available here: https://officecao.org/4mvcgWx.

76 By January 2014, Three Gorges First Wind Farm Pakistan (PVT) Ltd or “TGF” was the only CSAIL project currently
under construction in Pakistan, with a total of 660 staff on site. ESRS, available here: https://officecao.org/43C0YcO.
Prior to 2014, CTGC had acquired some clean energy projects in Europe and Brazil and led the construction work of
Murum Hydropower project in Malaysia.
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7 ESRS, E&S Mitigation Measures, available here: https:/officecao.org/406VitY. As per the ESAP, PS2 actions were
expected to be implemented post IFC legal commitment to the CSAIL investment.

78 |FC ESRS, 2015. Project no. 36008. Available at https://bit.ly/3rkE4Sq.

9 ESIA for the Karot Hydropower Project: https://officecao.org/4edyB8p. An initial ESIA was prepared by a consortium of
international and Pakistani consultants in September 2009, based on an original project design. This Karot ESIA was
submitted to, and approved by, the relevant environmental authorities in Pakistan in 2010 to 2011. After CSAIL took over
the Karot project, the project's design was reviewed and CSAIL commissioned, at its own expense, a specialized E&S
consultancy to update the ESIA to reflect the final design. Available here: https://officecao.org/48RKTTe.

80 2014 ILO’s Pakistan Decent Work Country Profile, available at: https://officecao.org/474fDhh.

81 According to International Trade Union Confederation (ITUC) Pakistan is rated as 4, which is defined as “Workers in
countries with the rating of 4 have reported systematic violations. The government and/or companies are engaged in
serious efforts to crush the collective voice of workers putting fundamental rights under continuous threat,” p. 69. Available
here: https://officecao.org/3ZVpJyt.

82 pakistan Decent Work Country Programme |l (2016-2020) is a joint effort of the Government of Pakistan, the
Employers’ Federation of Pakistan (EFP) and the Pakistan Workers’ Federation (PWF) with support from the ILO Country
Office Islamabad. Report published September 2016, https://officecao.org/3RdpOsil.

83 |FC ESRS (2015) reported 50 Chinese and Pakistani KPCL employees. Available at https:/bit.ly/3rkE4Sq.

84 |FC ESRS, ESAP. Available here: https://officecao.org/4kWOHYq.
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85 At that time, there were 8 - 10 Chinese and 2 Pakistani staff supervising OHS at the site.
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86 The PS1 (para 11) requires that the risks and impacts identification process will be based on recent environmental and
social baseline data at an appropriate level of detail and must consider all relevant environmental and social risks and
impacts of the project, including issues identified in PS2-PS8.

87 At the time, only 40 percent of the 800 workers had received OHS or job training other than induction training.

88 |FC (International Finance Corporation) and EBRD (European Bank for Reconstruction and Development). Workers’
Accommodation: Processes and Standards; A Guidance Note by IFC and the EBRD. (IFC and EBRD, 2009).
https://officecao.org/40xqgOwD.

89 CAO notes that the extensive workforce and the preparation of the diversion tunnel works are commonly classified as
part of main construction activities according to the IFC Hydroelectric Power: A Guide for Developers and Investors,
Available here: https://officecao.org/3K9IY2k.
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9% PS2, paragraphs 15 and 16. Services which are required to be provided to workers are laid out in PS2, para. 12 and
Guidance Note 2 paras. GN30-31. https://officecao.org/4kfefgq.

9T IFC, ESRS, 2015. Project no. 36008. Available at https:/bit.ly/3rkE4Sq. During project construction, the workforce
peaked at approximately 5,500 (including over 4,400 Pakistani workers).

92 An initial ESIA was prepared in September 2009, based on an original project design. This Karot ESIA was approved
by the relevant environmental authorities in Pakistan in 2010 to 2011. After CSAIL took over the Karot project, CSAIL
commissioned an ES consultancy to update the ESIA to reflect the final design. Available here:
https://officecao.org/48RKTTe.

93 The Karot's E&S management plans for constructions would be designed by CSAIL, KPCL and TGDC.
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94 Updated ESIA for the Karot Hydropower Project: https://officecao.org/4edyB8p.
9 Qverarching IFC policy requirements for its pre-investment review and supervision are summarized in section 3.1.
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9% |FC Labor Consultant A completed a labor assessment report in February 2019, and a freedom of association and
collective bargaining report in March 2021. IFC Labor Consultant B completed a second labor assessment in February
2021.

97 The SCAP was attached to the independent engineer’s statement as a disbursement condition.
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98 Sustainability Policy, para. 45.

99 |FC, Guidance Notes to Performance Standards. Available here: https://officecao.org/3XSHn4V.
100 |FC, 2009, Workers’ Accommodation. Available at: https://officecao.org/40xqOwD.

101 |FC PS2, para. 15 and footnote 9.

102 |IFC ESRS, 2015. Project no. 36008. Available at https://bit.ly/3rkE4Sq.
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103 The workers were preparing for the main construction to begin in summer of 2016, by demolishing former residences
and public buildings, building roads, excavating building sites, laying foundations for and erecting accommodations and
office buildings, preparing the diversion tunnel for full-scale drilling and blasting.

104 Updated ESIA, section 16.2.5.6. During project construction, the workforce peaked at approximately 5,500 (including
over 4400 Pakistani workers).

105 |n 2020-21, there was a sharp reduction in the total workforce due to the COVID-19 pandemic.

106 Other aspects included standards for nutrition and food safety, and leisure, social, and telecommunication facilities.
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97 The Lenders’ IESC noted that Pakistanis earning minimum wage, would effectively be earning less than minimum
wage which the IESC viewed as a noncompliance. The reports also note that (section 1B of the IFC guidance on worker
accommodations) clearly says that charging fees for food should be avoided where workers do not have the choice to eat
anywhere else.

108 By April 2021 it was reported that daily cleaning of camps was being done, and fungal growth had been cleaned.

109 The waiver included a SCAP focused on closing the gaps under PS2 related to OHS, workers accommodations, and
working conditions.
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0 Qut of 42 Pakistani workers interviewed, all reported being verbally abused by supervisors if they made mistakes at
work. In contrast, none of the 33 non-Pakistani workers interviewed reported any such incidents.
"1 An anticipated 11™ disbursement never occurred, and the disbursement period ended in 2022.
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2 CAO notes that this due diligence omission occurred despite the fact there were already approximately 800 workers at
the site during pre-construction by April 2016, prior to IFC’s loan approval, with some accommodated on-site."'?

"3 |FC Sustainability Policy para. 45.

14 According to IFC guidance “There are some circumstances where employers deliberately discriminate on
inappropriate grounds. However, in most circumstances discrimination will not tend to be overt, but rather the result of
prevailing cultural, social or economic norms.” IFC Good Practice Note: Non-Discrimination and Equal Opportunity
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15 Relevantly, the second SCAP was being implemented at time when project construction was near completion, and
thus, the project was preparing for operation phase.

16 The issue of overcrowded accommodation was addressed by May 2022, with supervision documentation indicating
that each worker had a minimum of four-square meters of space per worker. The issue of laundry services was
addressed in February 2020, when supervision documentation recorded that 22 new machines were installed in the
Pakistani accommodations.

47 Sl Sl sl 58l &y S - &y s ) ST (S aiCAO



o S 5 S Ope S sty (S G SG (S daend S

Gl oS U aS AS Ll i3l eS 5l Sy S () S (e S aend ) aniine pudie B3 00 20224100 4125
Cx g bl o3 e s S e S sl i (e sl o s sbs 193558 sk ol Jilue Glaie
o 38 (B ) S B o DY o)l S s 68 S Jlexind o a8 (o0 Sl SIS (LS 10 s 8 ) an
A0 el 5 cliiad als Sl (S Bl S Ciagly 55 a5l Tl oa SISE a8 568 1R o) 4 S g oS dlani (S il
@l 8 il U gl SO sa b I8 S aidlin ) ey (S 0SS GLSL )yl Claga i JBE Ay (S o908 s
S BS S Oy S el Jul ) 5l O s S GRS Sl ()50 S e SO JIE S S e (S seaie
0SS SUuSh pe cclars )l (L) (s Sl (S al 8 S OSHIS GLSL AS (SIS (Al (S el gl Gl s (S

S (e i o311 S sl a313534,3.3

Caba g

Jud S5 58 55 355 Sl Sl (s 50 e ila (S Gl (ol se sa oS 035380 &5 8 (S 202055 4126
03 S8 S LS LS wile o0 (e 0 1S s e e S e e 8y 5,855 35 5 STk 38 el
ol else S LN e S Ot oS lilae (pe dee S i) S Gl ) ol S G e 2017 2 e SipeS
Bl S 5k S5 S AS s el 5y LS Ll 1S g sl g Slsadl sl el 3 Ssen o sSana e sibaya S S S sy
i s €3t 59 (5 53 Sl g Sl ) jpaad (S gaaie G5 58 AS WS 6l 31 5 RasS Sl oy 2 30 oS 1) ol ASL
oSe L S i ul alse (it S Ol el "o G Sl S ) S i iaS 5k Sy S daal ja e wl 5 R00
2 osh S &ial S aalas 5 IS g elaial (S Opim ol (else g sk ASes s 8L S sy w658 SSHU
-8 s Ot el e G ool ) e SOl SIS and S (58 (LS A0S (ol lae CaSa (S S )5 5eS S calid
S O B bl () S SIS S )5 IS (il Jidi 84S W ) e m S gRAS cylSs 1Y
S FsSs ash ke o S )b R AS L BS IS ) cpa seadlly YIS 1 ey (sis S eSO sl e S
S o2 o S 0SS S (R (63 ) SO Sl € el S (i sl (el se Cely S (Rasa s
e Cyadla (S i mas (e i 5 O eldial ) 52131 (S sl bl (S O e (LS iy Jsale sa) Cid SO

5

i Ablaia SIFC

O3 Basina cadliiate o o 3Y S Jee S GEIIS j en ¢ 2 Jaaijlna 18 (B SIS IS (4 ) 5 IS il Jud 1) 127
& B8yl i s) oy G Sk S (selali (S 5SS sl ega S aid 5 i eldial (Vs SIS die Cina
Ot S ABsk dalie S LB S Glss S GEDIS o 2ga e ghail S5 Jla cGildae S (139081 ) 2 i jlne
SR A8 O B8 (S eS) b e aid 5 O eldial b (gl il S (SIS S QIS s IS gl S8
i S (14 SR 0)2 saisbea 18 (B SIS e U S sl gy ) aliaaie pe gilu S oaiilad S eSS a3l
8 e B Sy i 5 O el b e g Jald e () b Sl Gpealali ¢ S it o il S (53 IS 53 a3 SIS
(0 e S e S (R0 SIS ) (s ety - o S S (15 )8 (il by el 1S (S Sy (ol (0
=S oS (8 pae 5 Sl axe ) on S Calias (S Cailae (S Clalae (Sl sl @A) (S gt (S 058 S
D8 e 2 () SO il ¢ ) b e (S Aass (Sald S sadall S QIS G 8 a g 0 Cn o S ol eal
Mo 0 il (S Sl 8 ) 5e S 583

6 S Ol B g b Bl QB S Sla (i am o5 oS 2 a3V Ly GBS o gdle S Jhan S Ol Jlana S S0 SJS 128

"7 According to the complainants, the trade union was created by KPCL to interfere with the functioning of the other trade
union. According to section 3(a) of the IRA (Industrial Relations Act) no worker shall be entitled to be a member of more
than one trade union. ILO defines a yellow union as a union which is established by and/or under the influence and control
of an employer. ILO Glossary of Industrial Relations and Related Terms, 1996, pg. 3. Available here:
https://officecao.org/44rhDiC.

"8 |FC Performance Standard Guidance Note 2 (2012), paras. 37 and 38. Available here: https://bit.ly/4iCHSrQ.
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"9 |FC Performance Standards (2012), Overview, para. 5. Available at: https://officecao.org/3WwBwRH.

120 |LO Conventions 87 and 98, Available here: https://officecao.org/4i6MJI6 and https://officecao.org/4h41Uvz.

121 Available at: https://officecao.org/3H8elmU.

122 |FC Performance Standard 4, para. 2. Available here: https://bit.ly/3Rgk6n3.

123 The District Labor Officer in Pakistan is responsible for administering labor laws and policies at the district level. The
officer works under the Directorate of Labor Welfare. Available here: https://labour.punjab.gov.pk/.

124 |n its 2018 ruling on ALU'’s registration, the court recited the history of registration proceedings and focused on the
rationale and decisions of the Registrar's Office (the respondent) regarding a lack of jurisdiction. At paragraph 19, the
court asserts that the Registrar’s decision to dismiss the union’s registration was "totally against the law and natural
justice." Karot Hydro-03 Complaint Annex 3 Rawalpindi Court Ruling 29 May 2018— Appeal No 01/2018.

125 Karot Hydro-02 complaint can be reviewed at https://officecao.org/4e7ht48.

126 Karot Hydro-03 complaint, Annex 4, https://officecao.org/44hG03B.
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127 Karot Hydro-03 complaint, Annex 5, https://officecao.org/44hG03B.

128 A yellow union is a trade union that is not truly independent, as it is controlled or heavily influenced by the company
and responds to its own interests instead of those of the workers. As defined by the ILO Glossary of Industrial Relations
and Related Terms, 1996, pg. 3. Available here: https://officecao.org/4k9w3dH.

129 In August 2022, CAO received a complaint from the president of the SHU in relation to IFC’s investment in KPCL, The
complaint cited issues related to lack of access to the project site to carry out labor union activities and the company’s
role in facilitating the collective bargaining agreement referendum process. On December 12, 2024, as a result of the
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voluntary dispute resolution process, the Parties reached and signed a full settlement agreement, which is available at
https://officecao.org/3IAS47A.

30 The Middle East Institute has reported that Pakistan’s military maintains a substantial security force of over 10,000
soldiers to protect Chinese workers and safeguard China-Pakistan Economic Corridor (CPEC) projects. Naade Ali.
Pakistan's Deepening Strategic Reliance on China (Middle East Institute, 2024), https://officecao.org/3GbBXMC. For
more information on the economic corridor see https://cpec.gov.pk/.
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31 ITUC Global Rights Index, June 2014, available here: https://officecao.org/3ZVpJyt; and ILO Pakistan Decent Work
Country Programme Il (2016-2020), September 2016, available here: https://officecao.org/3RdpOsil.
32 Human Rights Watch, No Room to Bargain (January 2019), https://officecao.org/4i9sXo4.
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33 The ALU conveyed these observations through letters sent to IFC in August 2019 and January 2020. These letters
detailed the labor issues and provided updates on the progress of discussions and negotiations between the ALU and the
Company. Karot Hydro-03 complaint, https://officecao.org/44hG03B.

34 The case agreement was monitored by CAO until June 2025, and the parties have committed to implementing the
terms of the agreement for a minimum of two years beyond CAQ’s involvement. The CAO case closed in November
2025. More information about the Karot Hydro-07 complaint is available at https://officecao.org/3KibUBL.
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135 |FC, Performance Standard 2 (2012), para. 23 and PS Guidance Note 2, GN 76-83. Available at
https://bit.ly/3Rqk6n3.

138 IFC, Good Practice Note: Environmental, Health, and Safety Approach for Hydropower Projects, March 2018.
Available here: https://officecao.org/4i6w9BP; and ILO Convention 155 and 164, available here:
https://officecao.org/4100XK9, and here: https://officecao.org/4br7eXe.
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187 To prevent the spread of COVID-19, the World Health Organization (WHO) recommends keeping physical distance of
at least 1 meter from others, avoiding crowds and close contact, wearing a properly fitted mask, cleaning your hands
frequently, and self-isolating in case you develop symptoms or test positive for COVID-19. Available here:
https://officecao.org/4nx191d. Interim Advice for IFC Clients on Developing a COVID-19 Emergency Preparedness and
Response Plan (EPRP), May 25, 2020. Available here: https://officecao.org/48UL5RZ.

56 Sl Sl sl 58l &y S - &y s ) ST (S aiCAO


https://officecao.org/4nxI91d
https://officecao.org/48UL5RZ

Sl (S S

A Bl ok g ) bl pd S e De3.3.6
cala g S :L\.um
L& A5 1S ciliad Gglatie o dai) 55 (S Caa 3Bl (e DS 04- 5350 S5 8 5 03-50380 S8 (S2020 Jwe 174
L dald (e o 1S
Ut e S sigal (S UeSIS S Gsinia Jilee (e (LSl G gal S OeSUS S i S b & S e
e S

(8 (S e ) B cCuad 5 gl g s el e Y i S Gl ad e

A8 O Olel (S (e 0l AT Glied S S S dieji e gl Ayl e

1988 ) aaiul s sl i (S bk dliaie je LS LS Gl S aaglas g S GSS)K e
ol S Jbaa S (R4S IS et

IS 045850 s S 5 03555 1S (98 Gl Sm) 2 Jome 1S (83,808 1S (s S (il i 51 175
S G tle ¥l Sl Gl (S Jilag bl a o B S al jh il ral g ol S ENS  Jile K L) (e
= B8 b sl Gleie S deala cllend (S 5SS 250 S 38 o el sl cussaie S Aok il yd
Os) owl e S UESHS o S ME S spally il Sl Billae S O ol 81 )5l aaa il ag aS a3V QS
o shaa <) ol S IS e S il e slaa agd Iy 5) ceal s e s (B S () a3 S (5 € Caa e
S S8 al AL (S Bl sl OYla uilie S a8 Gl S 2 e jlae S (S0 K10 Juld el el
O 5 S (il Judi 81 G Bildae S Jlme (Sl jra ) el eCamaa Lol 50 (S Gl WA s UgSa a4y S QDS ¢
=S Al sa e She S ESal a8 1S a8 (S il 8 da) g g Tl ) QSIS NS S, @iy sk e
(GN15) 15 (s lais) 2 yaai Jma S (Lo &S el n3e MO0 5 ol STy 03 S il 3 (S sal s Jla
S0, sl S kil 8 (S e jBle iy S (5 8 ) S (SIS ead salae Cal o)y S QIS S L LS (e
ofila Sl S AU ) S b L2 o med 334l (S gl s A ST QY G el sl . il S

el s (10 @S m) 2 s Jre S S0 S JS o w dsn S 5sia S SIS Sl Slae poVla _SAS 176
LS ol jial IS 2 alaa () 55 5 3sm5e odilaa (IS g elaind gilu S aplail (SIS S (uly S SIS S RIS L6 S
S 55 S a3 alalal IS Tyl (S Caa Ble sl Wla S alS o alaa dga e b s b sm se silae (S S Ll S1K s

B S al i L i S Cae Bl gl AV Jsiee S oS

SO S oy nS S Lalli s CidS (1918 il K jw) 2 i Jlne S SRS Mm Sk 177
=S S8 S Sl e g e Dhe 5 s dee B el 8an 81 ) o S mad IS il Jalie s Nle S 5S¢
D8 ey sbia e 3Bk g M) (Bl e ) sl U e Dl pae seaie T4 S U geaie S ik

‘o dald lexd (glaa gl LS (S (Sasjle

Juenial 18 580 8 S 5 8 o jui o S ESaaljy My Jla s Ciiglae e (S Gy S Gl Jidis il 178
2016 = Sl (aS Criady 53 oo 5ilS) Tl a JUSE a5 K (5565 sl Sl FaS )by S 58 ASG S ¢ o adl Culd e S )
(26-24 Gl £ 12) 2 i e S (83,88 S Juala ek (S 5SS Siie Spmge g G g JET S juesd (e
ol SRS S G o peion AS (S (il S Jgina yy psh GlaTeg nS S Rlal S (ol med il (S (sineS
by (S 2 e Jlae S S0 SIS s S 2l (S S Akl Gl Dl (o e Da) ol o S il 8

12, S paldi laia s

138 The complaint asserts that KPCL'’s contractor, TGDC, has dismissed workers without providing valid reasons or the
necessary compensation.

139 |FC Performance Standard 2, para 8-9.

140 pS2 Guidance Note, GN 25.

41 |FC Performance Standard 2, para 18-19.

142 PS2 para 24-26 and PS2 Guidance Note, GN 10-11 for further clarification on worker types.
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143 PS2 Guidance Note, GN 17.

144 Employment Relationship ILO Recommendation No. 198, 2016. Available here: https://officecao.org/4i9qrhS.

45 One of the cases was described as a constructive dismissal. The worker stated they were forced to resign after the
employer created a hostile and retaliatory work environment. One of the workers had a copy of the termination letter; the
rest claimed they did not receive a copy or that it had been taken by army personnel.

146 |FC Equity ESRS. Available here: https://officecao.org/406VitY.
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147 Suggested improvements included, conducting more toolbox talks emphasizing that raising grievances will not lead to
repercussions, putting additional grievances boxes in discrete locations for anonymous postings, and interviewing workers
as part of grievance monitoring.
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148 Some of these cases include: Salala 01, RCBC-01, and Masdar Baynouna-01.
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149 |FC Equity ESRS. Available here: https://officecao.org/406VitY.

150 Suggested improvements included, conducting more toolbox talks emphasizing that raising grievances will not lead to
repercussions, putting additional grievances boxes in discrete locations for anonymous postings, and interviewing workers
as part of grievance monitoring.
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151 Some of these cases include: Salala 01, RCBC-01, and Masdar Baynouna-01.
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152 |FC and MIGA, IFC/MIGA Interim Approach to Remedial Action (IFC/MIGA, 2025),
https://www.ifc.org/content/dam/ifc/doc/2025/ifc-miga-remedial-action-framework-en.pdf.

153 |JFC-EBRD, Worker's Accommodation: Processes and Standards. Annex | available here:
https://officecao.org/3GhDzUH.
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155 Related CAO cases that have identified persistent PS gaps despite ongoing disbursements include, Jordan: Masdar
Baynouna-01/East Amman, and Liberia: Salala Rubber Corporation-01/Margibi & Bong Counties

156 Georgia: AGL-01/Makhalakidzeebi is another CAO case where there have been disbursement waivers provided
despite outstanding E&S issues.

157 |FC's aim is to annually invest $2 billion a year in Pakistan, prioritizing sectors such as infrastructure, energy and
water, agriculture and manufacturing. Freedom of association is a relevant risk in these sectors. More information is
available in the ILO Decent Work Country Programme for Pakistan (2023-27): https://officecao.org/4hGxL5K, IFC’s 2025
press release: https://officecao.org/3SWEpPQfL, and WBG’s 2025 news: https://officecao.org/4otmEzS.
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158 Pyunjab Labour Policy 2018. Available here: https://officecao.org/3R8LLci.
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59 |ILO, Committee on Freedom of Association (CFA). Available here: https://officecao.org/4gWIRn3 and
https://officecao.org/403xjkb

160 ITUC, freedom of association. Available here: https://officecao.org/4iZ6yLD

161 For more on freedom of association, see ITUC’s website at: https://officecao.org/4iZ6yLD.
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162 More information on CEACR can be found at: https://officecao.org/4lv97FU

163 See ILO NORMLEX at: https://officecao.org/3TUGTZq

64 CEACR, 2022 Observation on Rights to Organize and Collective Bargaining, Committee on Freedom of Association
(CFA). Available here: https://officecao.org/403xjkb
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