(1) The complainant’s name(s), address, and other contact information.

NS

2) If the party lodging the complaint is doing so on behalf of aaffected person or community,
it must identify on whose behalf the complaint is made. It mustlso present evidence that ihas
been requested to present the complaint on behalf of the projeatfected people/person.

As expressed in Appendix 1, “Statement by the applicant to thee@iff the Compliance
Advisor/Ombudsman for a compliance review of the International Finang@@ton project with
Indorama Kokand Textile, project number 36098,” complainant No. 1 authorizeghk&@erman
Forum for Human Rights and the International Labor Rights Forum to submit a corpthistregard
to the Ofice of the Compliance Advis@mbudsman.

Complainats No.2, 3, and 4, authorize the Uzbek-German Forum for Human Rights, International Labor
Rights Forum, and Human Rights Watch to help in the preparation of the requEshfiiance review

of the IFC project with Indorama Kokand Textile, project nun@&98, and to communicate with the

IFC and Office of the Compliance AdvisGmhbudsman in matters related to this request.

All of the complainants grant their consent for the UzBekman Forum for Human Rights, International
Labor Rights Forum, Human Rights Watch, and Cotton Campaign legal advisor Brigobé&ll to
communicate with the IFC and the Office of the Compliance Advisor/Omburdemaur behalf.

3) Whether the complainant wishes that their identity or any information communicated as
part of the complaint should be kept confidential (stating reasons).

Complainants No. 1 and No.rdquesthe fice of the Compliance Advisd@mbudsman keefneir
personal information confidential, due to fears abbeirpersonal security and taking irdocount the
severe repression practiced by the government of Uzbekistan against citizengigibe trepractices in
the cotton sector.

(4) The identity and nature of the IFC project.

The International Finance Corporation (IFC) project number 3609&sented on the IFC website ‘&s:
senior A Loan up to U0 million to Indorama Kokand Textile, the leading cotton yarn producer in
Uzbekistan (“IKT” or the “Company”) to finance the expansion of éstile plant in Fergana Valley,
Uzbekistan. The proposed investment will alltwdorama Kokand TextilelKT), a successful local
cotton yarn producer to further expand its capacity in Uzbekistan, leading toseatregoorts of local
cotton yarn and availability of good quality raw material for the legdving and knitting industry, thus
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enhancing the growth of local textile industry and increasing industrial emetayhThe IFC disclosed

the projecton September 2, 201%nd assigned it the environmental categorization A, “due to potential
social risks related to supply chain, namely labor practices in thenc@toduction sector in
Uzbekistan.? IKT committed to

e Develop and implement a corporatevironmental and social policy statement on child labor and
forced labor issues in the cotton supply chain and ensure knowledge of the policy &fy atidt
suppiers,

e Source cotton from areasonitoredby the International Labour Organization (ILOh)der the
World Bank program; and

e Review its approach to obtaining and analyzing information received frofmncobmpanies
(focusing on cotton supply traceability), in consultation with fFC.

The World Bank Board of Directors approved the projgetDecember 17, 2015. The project was
initiated on February 2, 2016, with the signing of project documentation.

IKT is a joint venture company between the National Barl#ztfekistan andPT. IndeRama Synthetics
TBK (“Indoramd). The majority shareholder in IKT ladoramawhich isa wholly-ownedsubsidiary of
the holding company Indorama Corporatidmeadquartered in Jakartindonesia' Describing its
subsidiaryiKT, Indoramastates, “The facility is the first compact spinning facility in entire Centrad Asi
which produces 100 per cent combed cotton compact yaKi” manufactures “100% Combed Cotton
Compact yarn from fine quality Uzbek Cotton, count range from Ne286s.® Indorama Corporation
benefits from its investment IKT in Uzbekistan byncrea#ng itssales of cotton goods to global apparel
companies and their supply chains.

Indorama states that the IKT was established in July 2011 fasfdadoramas$ strategy to establish its
presence in the emerging economies of Central Asia and to expand itsspioinghg business’The
company reports that IK$ellsspun yarn, primarily to weaving and knitting companies, eppbrts90%
of its products “mainly to Latin America, Europe, Bangladesh, Commonwegliidependent States
(CIS) and Turkey.?

By investing in Uzbekistan, IKT received significant benefits. Acowydo Indorama, the primary benefit
of establishing a cotton processing operation in Uzbekistan is the “naturahtage of sourcing
competitively priced raw cottofiber from domestic sources.’Additionally, to entice Indorama to

! International Finance Corporation (IFC), “Indorama Kokand: Summalyvestment Information,” available at
http://ifcextapps.ifc.org/ifcext/spiwebsite1.nsf/78e3b305216fcdba85250@80@9d/cdb4928a7751013385257eb4
0070100e?opendocumetast accessed April 27, 2016)

21FC, Ibid.

% IFC, Indorama Kokand: Environmental & Social Action Plafppraisal,” available at
http://ifcextapps.ifc.org/ifcext/spiwebsitel.nsf/78e3b305216fcdba85250@8079d/df7b3e2e4b3b854985257ehb40
0705488?0pendocumefhdst accessed June 7, 2016)

* Indorama Corporation, “Affiliated Companiesyivw.indorama.conglast accessed April 8, 2016)

® PT IndoRama Synthetics TBK, “Profiles: Indorama Kokand Textikth://www.indorama.co.id/affiliated
comapny/indoram&okandtextile/iktprofile.html(last accessed April 8, 2016)

® PT IndoRama Synthetics TBK, Ibid.

"PT IndeRama Synthetics TBK, Ibid.

8 PT IndoRama Synthetics TBK, Ibid.

? Indorama Website. Profile of Indorama Kokand Textile, available at
http://www.indorama.com/article/81/95/137/indorakwkandtextile---profile.htm(last accessedn March 26,
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establishoperations in Uzbekistan, the Government of Uzbekistan subsidized Indbyapraviding at
leasta portion of their facilities “at free cost under IKT’s investment agrest.”® Indorama also
received aignificant amount of deferred tax benefits.

Though not specific to Indorama, in exchange for their investment in the cotton prgdessistrythe
Uzbek government giveereign enterprisea 15% discount from the export price of cotton, a full 20%
valueadded tax (VAT) reimbursement, and, when they receive a delivery of cotton, theyypap%ndf
the cost and pay the remainder in 120 days at zero intérest

However for the privilege of operating in Uzbekistdngdorama is requiretly theUzbek government to
hold its equity stake in IKT within Uzbekistan “based on centagulatory conditions in Uzbekistan®
Underthe governmerd regulatiors, Indaama is required to maintain aeervé on its investmentn

IKT in the amount 0fJS$10,403,000which ‘represents the difference between the value of investment
made by[Indorama]in IKT and the value of IKT’s paidp capital’** As a result Indoramais prevented
from utilizing its assets as collateral for securing créditn a private lending institution and muather
seek credit fronthe IFC, whichs capable of providingpans orhigh risk investments.

Furthermore, for Indorama to repay e loans from IKT’s revenues and profits, it must seek special
prior permission from the Government of Uzbekistan, which prohibits the exchange arfdrt@ins
currency to banksutside the countrytike many foreign businesses operating in Uzbekistan, Indorama is
required to maintai an official account with theogernmeris National Bank for Foreign Economic
Activities of Republic of Uzbekistan, which strictly controls all fgrecurrency exchange to prevent any
currency from leaving Uzbekistan. Indorama’s total assets held byGdwvernmentof Uzbekistan
increased to $5,412,665 by thedef 2014 from $1,849,146 at tmdof 2013

The IFC is also invested in Uzbekistanksamkor Bank, through equity and loan financtfig
Headquartered in Andijatjamkor has commercial banking branches located in all twelve regions, the
city of Tashkentand the Autonomous Republic of KarakalpakstaAs described further belovihe
governmeh controk the financial flows in the cotton sectby using the commercial banking sector to
deny farmers access to caasfd restrict credit to use for cotton farming, paying a procurement price for

2016) (“The company haa natural advantage of sourcing competitively priced raw cotton fdrardomestic
sources and adding value for shipments to its global markets.”

pT IndoRama Synthetics TBK and its Subsidiaries, “Consolidated StatementsaotkihPosition, December
31, 2014 and 2013,” at page 57, availabletgg://www.indorama.co.id/pdf/_b_Indorardr-2014.pdf(last
accessedpril 8, 2016)

1 pPT IndoRama Synthetics TBK and its Subsidiaries, Ibid, page 57.

2 Ministry of Foreign Economic Relations, Trade and Investment, Uziistokgency,
http://www.uzinfoinvest.uz/eng/investment_opportunities/by _indlsght_industry/ (lastaccesse&eptember 15,
2011, and the page no longer includes this information)

13pT IndoRama Synthetics TBK and its Subsidiaries, |piages 3839.

1 pPT IndoRama Synthetics TBK and its Subsidiaries, Ibid, page 58.

15PT IndoRama Synthetics TBK and its Subsidiaries, Ibid, page 41.

%1FC, “Hamkor Bank SL: Summary of Investment Information,” Project mem33596, at
http://ifcextapps.ifc.org/ifcext/spiwebsite1.nsf/78e3b305216fcdba85250@8D@9d/777faeefd798f8c285257bb80
055d185?0pndocumentand IFC, “Hamkor Equity/SL: Summary of Proposed Investment,” Projgober 27614,
at
http://ifcextapps.ifc.org/ifcext/spiwebsite1.nsf/78e3b305216fcdba85253@8bW@9d/76fce63478dd11da852576bal0
00e2d03?opendocument

" Hamkor Bank, “Branches,” ditttp://www.hamkorbank.uz/en/content/filialy/link/Tashkélatstaccessedpril 27,
2016).
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cotton that keeps farmers in chronic debt, and enforcing debt payments througtoeraon, including
land and property seizureBhere is a significant risk Hamkor has participated in this coercive fidancia
system and is not conducting adequate due diligence to ensure its participatbrsupporting forced
labor and the relatesttacks against independent labor monitors, described b&l@MFC investment in
Hamkorand other financial intermediary investments may also finance IKTher gompanig directly
involved in the cotton system and utilizing or benefiting fromgbeernment’s forced labor systekive

are concerned that the IFC has not conducted adequate due diligence in this are$piited its
supervisiorresponsibilities

We are snilarly concerned about IFC’s exposure through the Global Trade Finaogmi (GTFP),
which “extends and complements the capacity of banks to deliver firmieing by providing risk
mitigation in new or challenging markets where trade lines may béramesi.™® According to the IFC’s
website, two banks in Uzbekistan, Asaka Bank and Hamkor Bank, are issuing banke thateatly
participating in this prograri. As with Hamkor Bank, there is a significant risk that Asaka Bank has
participated in the arcive financial system that is used to force farmers to fudfliteassigned
production quotas. We are concerned that the IFC has not conducted adequate due wilittesce
respect.

5) A statement of the way in which the complainant believes it has beer; is likely to be,
affected by environmental and/or social impacts of the project.

The Government of Uzbekistamposesa forced labor system on its citizefts the production of all
cotton in the country, and the IFC does not have adequate tioitigaeasures to ensure itwestments
in IKT and Hamkor and support to Asaka and Hamkor Banks through the &€R6t supporting forced
labor, as detailed in the following subsections A and B.

A victim of the government'$orced laborsystem, complasnt No. 1 was forced to pick cotton during
the cotton harvestftom ages 148 in 20132015and believes that s/he will be forced to pick cotton
during the 2016 cotton harvedflore than one million citizens share the complainant’s experience of
being forced to pick cotton each ye#ds described below, there is only one supplier of cotton in
Uzbekistan, so the cotton that complainant No. 1 was forced to pick in20083and thias/he believes
s/he will be forced to pick in 2016 will go to that supplier and may then be pobtadKT.

The complainantdDmitry Tikhonov, Elena Urlaeva, andomplainant No.4 have been repeatedly
subjected to physical violencdetention,arrests, and harassment gggvernmenfficials in retaliation
for their documentation of forced labor in the cotton sedmeluding in areas where the ILO is
monitoring under the ongoing World Bank prografikhonov, Urlaeva, andomplainant No4 believe
that they willcontinue to face retaliation fanonitoting and repoiihg on labor abuses within the cotton
sectorin 2016 As discussed below, the mitigation measures outlined in the IFC’s documentinggar
the IKT loan rely heavily on ILO monitoring. As the ILO has emphasized, indepermamitorsprovide
important information to the ILOThere is no indication that independent monitors will be able to freely
document labor practices in the cotton sector in 2016éhe foreseeable futumithout reprisal.The
textile industry is an addedalue sector, thexpansiorof which would buildon the export of raw cotton
andrepresena significantopportunity tancrease national inconand potentially employmeniVhile the

Bhttp://www.ifc.org/wps/wem/connect/Industry EXT_Content/IFC_Exaé Corporate_Site/Industries/Financial+
Markets/Trade+and+Supply+Chain/GTFP/

9 http://www.ifc.org/wps/wem/connect/af68ae004a2alaccaf7daf8969adcERPAIBS+List+
+May+2016.pdf?MOD=AJPERES
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governmentof Uzbekisain has thereforelong statedits interest in building the textile industfyit is
tainted withforced laborproduced cotton, which hasd 263 companieso pledgeagainst usindJzbek
cotton?* The IFC loan adds a veil of legitimacy to the goods sold by, Hdudingthe fact that they
continue to bemanufactured with forcethbor produced cottonin 2015, the government increased the
frequency and severity of its repression of independent momitimsmentingforced labor in ordeto
protect its loans fronthe World Bank, which prohibit forced labor in the project aféaEikhonov,
Urlaeva andcomplainant No4 fear that the government of Uzbekistaill try to silence independent
monitors exposing forced labor in the cotton fields that supplytté<grotect the IFC investment in IKT

In 2016, the Uzbek government’s fordedbor system of cotton production remains fully intact, meaning
that the government has already assigned production quotas to farmers and eddxgpecforce them
with coercion and to forceore than one million citizens falfill harvest quotasn the autumnWithin

the system, the statewned company Uzpahtasanoatekspoaintains a monopoly over purchases and
sales of cottorand is therefore IKT's sole supplier of cattoWith no change to the production system,
the IFC loan to IKT and support to commercial banks in Uzbekistan risketpating the forced labor
system Further, since the IFC loan to IKT is for it to expand its operations, it riskedoaing the
forced labor systerhy increasing demand for the cotton.

A. The Government of Uzbekistan uses a forcethbor system to produce cottorthat violates
Uzbek and international law.

Uzbekistan is the world’s fifthargest cotton exporter, and the Uzbek government uses one of the world’s
largest stat@rchestrated systems of forced labor to produce it. Annually the governomeesrore

than amillion citizens to pick cotton and farmers to deliver production quotasndér threat of penalty.

The practice wlates Uzbek national law and the coyi# international ¢gal obligationsundermines
education and health care, and fosters corruption at all levels. The goverdagntnot permit
independentivil society organizations and trade unidosoperatefreely or to independently monitor
labor practices in the cotton sectord threatendyut ratherdetains and imprisons citizens who attempt to
report on these abuses.

The Uzbek government's use of coercion to enforce production quotas assigned dcs famd
recruitment of citizens to work in the cotton fields is the ficagrohibited by international forced labor
conventions ratified by Uzbekistan and its national law. Forced or compulsoryiddarrk or service
which is exacted from any person under the menace of any penalty and for whickl {hersam has not
offered himself voluntarily®® The International Labour OrganizatiotL(Q) has explainedhat penalty
includes physical violence, psychologicakecion,and the loss of rights or privilegésEurthermore, the
government uses forced labor to generate income from cotton salesatiomiof its commitment to not

2 see, for example, “Uzbekistan’s independence has increased 3 timekithe wbcotton processingl2uz.com
June20, 2013, originally published at http://www.12uz.com/ru/news/shoaremy/14603/, PDF copy available
upon request.

2L See http://www.souroignetwork.org/theottonpledge.

22 UzbekGerman Forum for Human Rights (UGF), “The Coupr Whitewashing Uzbekistan’s White Gold
Persecution of Independent Monitors to Cover up Mass Forced Labor in tha Settior,” March 2016,
http://harvestreport2@Gluzbekgermanforum.orgit Chapter “Forced Labor System of Cotton Production in 2015.”
2 1LO Convention No. 29 concerning Forced or Compulsory Labour (Forced Labour Gonyeadopted June 28,
1930, 39 U.N.T.S. 55, entered into force May 1, 198i&la 2.

*ILO, “Giving Globalization a Human Face,” 2012C.101/111/1B,
http://www.ilo.org/wecmsp5/groups/public/@ed_norm/@relconf/docunertstingdocument/wems_ 174846 . palf
paragraph 270.
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use forced labor for economic developmentationally, aticle 37 of the Uzbek Constitution guarantees
the right to work and to fair labor conditions and prohibits forced latemtidh 241 of the Labor Code
prohibits the employment of persons under 18 years of age in hazardous work, includmgic&ing.

The Soviet Union established a statder system of cotton production in Uzbekistan; during the twenty
five years of independence, the Uzbek government has exacerbated the worst aspects/sieitn
forced labor and corruptiomn 2015, the government continued to use fddedor on a massive scale,
while making significant effort$o claim compliance with its commitments to the World Bank to apply
labor laws. The Uzbek government hagraat deaht stake. The World Ban&roup, through IBRD and
IDA, currently hasinvested more than US$500 millionin Uzbekistan’s agricultural sector. Following a
complaint from Uzbek civil society, the Bank attached loan covenantsasinguthat the loans could be
stopped and subject to repayment if forced or chidddavas detected in project areas by monitors from
the ILO, contracted by the World Bank to conduct labor monitoring during the h&testead of good
faith efforts to reform, the government doubled down on coercion, as detailed below.

QD Farmers are forced to grow cotton by the Government of Uzbekistan under threat
of penalty, in violation of international law prohibiting forced labor.

The Uzbek government imposannual production quotas on farmers andgsercion to enforce them.
The governmenexerts this coercionagainst farmersia the financial system used for the cotton sector
threats of physical abuse and legal charges, and a stateqfdiigng farmers’ propertyas a penalty for
not meeting quotas

%1LO Convention No. 105 concerning Abolition of Forced Labour, adopted June 25 eh@&&d into force,
January 17, 195 at aticle 1b, stating “Each Member of the International Labour Organisuatiich ratifies this
Convention undertakes to suppress and not to make use of any form of forcegbolsooyriabour...(bps a
method of mobilising and using labour for purposes of economic development.”

% See A) International Bank for Reconstruction and Development, Intemahfievelopment Association,
"Progress Report to the BoasfiExecutive Directors on the Implementation of the Management Adtions
Response to the Request for Inspection of the Uzbekistan Rural Esge3ppport ProjeetPhase 2 (P109126) and
Additional Financing for Second Rural Enterprise Support Project (P1p6%62mbers, 2014 at page iv, &iting
“documents have been revised to include provisions that require thecimyéieneficiaries to comply with
national and international laws and regulations on forced labor, alonigegkefor child labor: (i) the Rural
Enterprise Investment Guidelines; (ii) the Subsidiary Loan Agea¢among the Ministry of Finance, the Rural
Restructuring Agency (RRA) and the Participating Financial Institat{®FIs); (iii) the Project Implementation
Plan; and (iv) the sulban agreement between the PFIs and the project beneficiaries,” available/aivatip
wds.worldbank.org/external/default/WDSContentServer/ WD SR0B5/05/14/090224b0828¢c23b3/1_0/Rendered/P
DF/Uzbekistan000S0questOforOinspection.pdf; B) Financing Ageet, South Karakalpakstan Water Resources
Management Improvement Project, between Republic of Uzbekistamt@ndational Development Association
[part of the World Bank group], October 29, 2014, at 4.01 “Article IV Reesedf the Association,” stating “The
Additional Events of Suspension castsdf the following: ...b) the Association has received evidence, that it
considers credible, of the use of child or forced labor in connection \eitRrtiject activities or within the Project
Area,” available at: http://wwwwds.worldbank.org/external/defdWDSContentServer/WDSP/
ECA/2014/11/17/090224b082867c9a/1_0/Rendered/PDF/OfficialoDocum0Z00ClosingOeGkalf;, C) "Loan
Number 8393Uz: Loan Agreement (Horticulture Development Project) between Repafdlizbekistan and
International Bank for Rmnstuction and Developmenfpril 8,2015, at Article Ill and ScheduzProject
Execution, Section, Implementation Arrangements;B, http://www
wds.worldbank.org/external/default/WDSContentServer/WDSR/E@L5/05/05/090224b082e3e8f6/1_0/Rendered
/PDF/OfficdaloDocumOUZ00ClosingOPackageO.pdf.
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In the first quarter of 2015, thed3ident, Prime Minister, Ministers of Agriculture and Water Resources,
Economy, Finance, Foreign Economic Relations, and Investments and Tradepaesdmtatives from
Khlopkopront’ set the national production target; the Prime Minister issued quotas toegional
hokims, and Khlopkoprom issued quotas to farmers via annual procurementtsoridaing the 2015
cotton harvest the government replaced Khlopkoprom and consolidated controbtbeerprocurement
and sales with the establishment of the statgrolled enterprise UzpahtasanoateksforThis
consolidation made Uzpahtasanoateksport responsible for managing fars) aseperations, and
domestic and international salafscotton.

Through jointstock companies, which are-owned by the government and undisclosed individuals
widely thought to be local officialS,the government controls inputs for cotton productfoRor each
input or service needed for cotton productiafointstock company operates a monopoly over its supply,
including the supply of cotton seedfsfertilizers, defoliants, pesticidesind other agrahemicals®
agriculture equipment supply and serviégsil and oitbased lubricant3! and insurancé’ To maintain
control over the diverse network of joint stock compantls, Finance Ministry controls the flow of
expenditures and income for cotton and cotton seed production through a cashlessosygiedit
managed by the Selkhozfonah agriculturalfund housed in the Finance Ministry, to which only the

highest level geernment officials have access and knowledge of itSuse.

The Selkozfondwire transferdunds irto special accounts that the commercial banks house for cotton
production which are then allocated to accounts for specific farms based on the $apuetase
contract. The banks do not provide farmers with cdsiapite the national legal prohibition of cashless
financial transaction¥ and leaving farmers without liquidity in a calsased rural economynstead,
banks record payments in the accouritsnput suppliers on behalf of the farmers, who merely sign
documents confirming that they received the inputs. Farmers use thisicrddiir accounts and their
future cotton yield as collateral to secure loans. Commercial banks prodds to farmerat 3%

27 Khlopkoprom (also known as Uzkhlopkoprom or Uzpakhtasanoat in Uzbek) is #semtéablled association
responsible for procurement of raw cotton and ginning. Its regiavialahs interact directly with farmers,
including by obtaining farmetsignatures on land leases and annual contracts for the delivery of caitas.qu

2 Uzpahtasanoateksport was established by Presidential decree on Octobeslidatenéhlopkoprom, which
previously managed farm leasing andsgand the three former foreign trade companies “Uzprommashimpex,
Uzmarkazimpex and Uzinterimpex, which previously controlled esportl domestic sales. Decree available at:
http://www.norma.uz/raznoe/ukaz_prezidenta_respubliki_uzbeKistan

2 While the owners of the nestate shares are not publicly known, Uzbek citizens understand them to dx lowvn
government officials, typically regional or distHetvel governors, mangf whom gained control over input supply
companies after reforms in 2000. Cotton Campaign interview withefartmame and place withhelBleptembe?6,
2012.

% llkhamov, Alisher and Muradov, Bakhodyr, “Uzbekistan’s Cotton Se&limancial Flows and Disbution of
Resources,” October 2014, http://www.opensocietyfoundations.orgiséprekistars-cottonsectorfinanciak
flows-anddistributionresources.

31 Uzdonmakhsulot.

32 Uzkhimprom (also known as Khimprom and in Uzbek UzkimyosanoatulisidgiaryUzsel’khozkhimiya
(Uzkishlokkimie in Uzbek) is responsible for distribution of fertilizarsl agrechemicals to farmers.

% Uzselkhozmasleasing leases agricultural equipment to farmers, including trawtbish are maintained by the
state company Uzagmashservice and the limited liability corporation Agrotessrvice

3 Uzbekneftegaz manages oil and gas extraction, processing and distridiftiel and other oil and gas products
% Uzagrostrakh (Uzagrosugurta in Uzbek) provides insurance.

% llkhamov, Alisher and Muradov, Bakhodyr, “Uzbekistan’s Cotton Sector: itz Flows and Distribution of
Resources,” October 2014, http://www.opensocietyfoundations.orgisépdrekistars-cottonsectorfinanciat
flows-anddistributionresources.

37 |lkhamov and Miradov, Ibid, page 19.
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interest, 1% for the Selkhozfond and 2% for the bank, for up to 18 months, and without the option for use
of the loans for any purpose other than cotton produétion.

From quota setting through the harvest, the regional hokims overseerdamprogess toward the
fulfillment of their assigned procurement quotas. The hokims employ the sugipadlistrictlevel
officials, the police, prosecutor generahd occasionally the Prime Minister. The oversight system is
known as “cotton collection headquagt&® and involvespy some estimate200 meetings each year that
farmers are required to atteffdin addition to the threats and unwarranted property seizures, officials
threaten and exert physical and verbal abuse against farmers aethéagneetings’

Under governmenimposed lease contracts, farmerg obliged to sell their cotton to one of the state
controlled gins, which are managed bgpahtasanoatekspohKT'’s sole supplier After annual sales, the
Selkhozfondtransfers payments for the cotton delivered, previously through Khlopkopnminsirace
October 2015 through Uzpahtasanoateksport, which pays the farmers. Under thedeareats used to
obtain inputs, the farmers are obliged to pay the banks prioinm the funds for any other purpose.

The state procuremeririce for cottonis set by the Finance Ministry, and below the government's
estimate of production cosf$ The low price makei impossible for farmers to hire voluntary lakwith
decent salaries, invest in the farm, or receive a profit from cottmuption.

The government usemercion toenforce the production quotas it assigns to farmers, a practiceghat
particularly overt in 2015. The government's 2015 -tptimizaion” plan for agriculture punished
farmers in debt or who failed to meet production quotas by taking back theiDlaridg the last week of
July, the Shahrisabz district head of government and prosecutor destroyeds'faronercrops and
claimed the famers should have planted cotfSrin October, the prime minister ordered bailiffs and
police to repossess the farmers’ property for debts or unfulfilled priodugtiotas. They confiscated
livestock, tractors, even televisions without court ordengabidion processes. For example, on October
30 police seized sheep and cows from Ulugbek Botirov, a farmer in the Yakkabog distashkadarya
region, following orders from the district prosecutor to penalize farmés lvad not fulfilled state
assigned dbon production quota¥. Two farmers reported:

A farmer from Syrdarya said:
“They have found a good way to deal [with people who fail to produce the quota]. Thegoalice
prosecutors come and seize your other crops. The farmer can nevea prakié then. It's a big
deal if he can even cover his expenses for cotton. As far as | kmeng,are no farmers who are

3 |lkhamov and Muradov, Ibid, page 20.

39 UzbekGerman Forum for Human Rights, “Cotton, It's not a platits Politics,” 2012,
http://uzbekgermanforum.org/wgontent/uploads/2012/12/cottits-not-aplantits-politics-online.pdf
“°Hornidge, AnnaKatharina and Shtaltovna, Anastasiya, “A Comparative Study toiCBroduction in
Kazakhstan and Uzbekistan,” Center B@velopment Research (ZEF), University of Bonn, 2014,
http://www.zef.de/uploads/tx_zefportal/Publications/ZE6tton_Kasachstaweb.pdf, page 23.

*1 UzbekGerman Forum for Human Rights (UGF), “The Coupr Whitewashing Uzbekistan’s White Gold
Persecutiomf Independent Monitors to Cover up Mass Forced Labor in the Cotton Sectocli Rzl 6,
http://harvestreport2015.uzbekgermanforum cagChapter “Forced Labor System of Cotton Production in 2015.”
“2|lkhamov and Muradov, 2014bid., pages 2®3.

“3 “B Y36ekucTaHe MECTHBIC YHHOBHHKH LieJICHAPaBICHHO YHUUTOXAIOT yposkail epmepoB,” August
5,2015,Radio Free Europe, Radio LibertiOzodlik,” http://www.ozodlik.org/content/article/27171258.html.
4 UzbekGerman Forum for Huan Rights, monitor’s repofjovember8, 2015.
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not in debt to the banks. Everyone is in debt millions [of soum]. To cover them, theyose
vegetable crops, wheat, rice, and confiscatebelongings to pay the state banks.”

A farmer from Kashkadarya said:
“l didn’t fulfill the cotton production plan this year, but | don’t have any debt. Buairse |
didn’t meet the quota the police came and took my brother’'s car. We have a familyf fiay
haven't given it back. The [police] go to the houses of people with a lot of debt and take
everything, anything they can find, without any documents. If [the farmer]dtths, ¢chey sell the
cattle...”

Once procted from farmers, the centralbontroled Uzpahtasanoateksport managésa@ton exports

and domestic sales in Uzbekistarhe income from cotton sales disappeanto the extrébudgetary
Selkhozfond (Agricultural Fund), housed in the Ministry of Finance, which is coeliglabntransparent
andto which only the highest level government officials have access and knowleitgeuse?’® As
explained by a former government official, “although revenues from cotton exports aedtidosales

are controlled by the state, the revenues and expergifitbeSelkhozfondare not included in the state
budget. Since all financial operations connected to the cultivation and saletayf ao¢ carried out
through theSelkhozfond they are thus hidden from the public. The income portion of the state
budget...does not show any direct revenues coming from cotton exforts.”

The government’s control ofnonopolies for agricultural inputs and purchasing, setting of the
procurement pricbelow productiorcoss, andcashless system of credit through commercial bkekgs
farmers instatus of bonded laborers of the state agriculture indudtey government denies farmers the
asset of land ownership, the ability to bargain with input suppliers, liquidity, anttea gutequate to
afford investments in the farms andihg of labor in decent working conditions. Under the authority of
the central government andthkv the complicity ofthe commercial banksofficials enforce production
guotas assigned to farmeand debts owed by farmers to the government via the an&snfiscating
farmers’ land and other property, bringing criminal charges, and using dhasicaerbal abusagainst
farmers. As a result, the farmers are forced laborers of thergoeat, obliged to fulfill production
quotas or faca penalty.

(2) More than one million citizens including children, are forced to harvestcotton by
the Government of Uzbekistan under threat of penalty, in violation ofriternational
law prohibiting forced labor.

To harvest the 2015 cotton crop, officials once again forced more than a million peohldinmn
students, teachers, doctors, nurses, and employees of government agenciestnbdusinesses to the
cotton fields, against their will and under threat of penalty, espeaaityg their job$® The government
forcibly mobilized teachers and medical workers to the fietsls masse despite stated policy
commitments not to recruit from these sectors. Pepigleed cotton for shifts of 810 days, working

> Cited in UGF, “The Coveup: Whitewashing Uzbekistan’s White Gol&@ersecution of Independent Monitors to
Cover up Mass Forced Labor in the Cotton Sector,” March 2016, http://rap@$2015.uzbekgermanforum.arg/
at Chapter “Forced Lab@&ystem of Cotton Production in 2015,” page 18.

“%|lkhamov and Muradov, 2014, Ibid.

*"llkhamov and Muradov, 2014, Ihidt page 16.

“8 For details and supporting evidence of thi@imation in this section, sé&zbekGerman Forum for Human
Rights (UGF), “Tke Coverup: Whitewashing Uzbekistan’s White Gel@ersecution of Independent Monitors to
Cover up Mass Forced Labor in the Cotton Sector,” March 2016, httpéétaport2015.uzbekgermanforum.org/.
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long hours and enduring abysmal living conditions, including @vewding and insufficient access to
safe drinking water and hygiene facilities. People with the means coald &eldwork by hiring
replacement workers to pick cotton in their name or by paying off their 8spes. Officials and
business owners, thenhges under pressure to support the national plan, ordered 40% or morer of thei
employees to pick cotton, often in written directiyes.

Although the Uzbek government sustained the policy it adopted in 2014 of no imnggforced child
labor in the annual cotton harvest, child labor persisted in the 2015 Haf¥hstpolicy resulted in more
than a million children removed from forced labor in 2014 and demonstrated thk gernment’s
ability to unilaterally change labor practices in the cotton sector. Winfaely the government has not
changedother policiesthat ensure the continued, albsignificantly reduced, use of child labor in the
cotton fields. The central government continued to order local dffittafulfill their portion of the
national cotton production plan under threat of punishment, including dismisading some local
authorities to mobilize child labor rather than risk failing to meet theotas. The government again
mobilized thirdyear highschool students under threat of dismissal from school without exempting
students under 18, the legal age for cotton work. Additionally, the government fahaksl ta fulfill
unobtainablestateassigned work quotas in the cotton fields, resulting in children helpingpients
fulfill their quotasto escape punishment.

Uzbek citizens subsidéd the government’s cotton industry with both their labor and incon@ficials
sold exemptions from field work to citizens. The exemption fees rangedU&m90 up toUSD 400.
Officials’ threats of penalties for failing to fulfill work quotas ledtizens with adequate financial
resources to hire people to work in their place. The averageoratalistitute cotton pickers whkSD 7
per day. Notably, an average monthly salary for a nurd&i380. Officials also extorted payments from
business owneraho could not provide labor. For example, in Tashkent, officials fritynhall and tax
authorities charged shop owners approximatéBp 84 if they did not provide a worker to pick cotton
for ten days? Forced payments from businesses, payments to replacement workers, and payments to
compensate for unmet quotas made under the threat of penalty, amounted twe, mnasgulated, and
unaccounted for direct subsidy to the government’s forced-lzdmed ction production system and/or
corrupt officials.

The government also undermined education and health care by mobilizing temctiehgalthcare
workers en masseacross the country to harvest cotton, leaving schools and medical daciliti
understaffed’® Employees who remained at work while their colleagues picked cotton had teextoak
for no overtime pay to cover their colleagues’ absences, especially as some instgutb as schools
and hospitals experienced tremendous pressure to appear to be functioningynbtamsl colleges (the
equivalent of high school) and universities suspended classes entirgtiydents at the harvest.

“9 Copies of examples of the government’s \eritordersre posted online at
http://harvestreport2015.uzbekgermanforum.org/, by clicking oe ‘Tkbek Government’s Forced Labor System
Chain of Command.”

0 See UGF, 2016, Ibidat chapter “Forced Mobilization of Labor in 2015,” available at
http://harvestrepd2015.uzbekgermanforum.org/?chapter=1.

1 See UGF, 2016, Ibidat chapter “Forced Mobilization of Labor in 2015,” available at
http://harvestreport2015.uzbekgermanforum.org/?chapter=3

2 “TIpenpUHEMATEH KPYIHEHIIHX phiHKOB TalIKeHTa KaTyIOTCS Ha «XJIOMNKOBbIE T0OOpsI»,” Radio Free
EuropeRadio Liberty “Ozodlik’, September, 2015, http://www.ozodlik.org/content/article/27229845.html.
>3 See UGF, 2016, Ibidat chapter “Forced Mobilization of Labor in 2015,” available at
http://harvestreport2015.uzbekgermanforumy@chapter=1.

Page 10 of 21



3) The Government of Uzbekistan does not allow independent oversight of the tar
sector.

In 2015, while maintaininghie stateorchestrated system of forced labor intact, the Uzbek government
cooperatd with the ILO only on procedural stegndundertook extensive efforte claim compliance
with its commitments to the World Bank to apply labor lawsaddition toits loan agreementggarding
labor law enforcemenwith the World Bank, the government committed to pernirtitparty monitoring
of child and forced labor in Bank project areas. It was agreed thatdhisoning would be conducted by
the ILO, togethewith the Uzbek Labor Ministry, Federation of Trade Unions of Uzbekistan (Faod)
Chamber of Commerce and Industry of Uzbekistan (CCIU). The governmertigad€eil in training
workshops with the ILO and committed to not mobilize empésy of the educatioand healthcare
sectors, yet, as the ILO reported, compulsory labor continueghfployees in both sectotsThe Labor
Ministry and FTUZ set up complaint hotlines, but not only did citizenk tonfidence to use them,
officials threatened complainants.

Fear pervaded the cotton production cycle and undermined ILO monittmohgpendent monitonsho
conducted extensive field reseatcim 2015 reported that people were directly threatened or understood
implicit threats if they refused to pick cottanpst crucially that they would lose their joi$ndependent
monitors discovered thafficials forced students and pub$iector workers to sign statements “agreeing”
to pick cotton, instructed them what to tell international monitors, andtémed an@éxacted penalties,
such as dismissal, against those who attempted to refuse. The climate of featepreeople from using

a canplaint hotline run by the LabdMinistry and stateontrolled tradeinion FTUZ, and from speaking
openly to the ILO’s monitoring teams, which were comprised of one internatioaadber and five
officials from government or governmecntrolled organizations.

Despite the government’s efforts to hide its use of forced JaberdLO monitoring report found: (1) the
practices ofofficials responsible for meeting cotton quotas did not change; (2) theecingicators of
forced labor related to widespread organized recruitment of &duftiek cotton; and (3) publisector
workers in the education and heatthre sectors were coeifed to contribute labor or paymerisThe
report states the ILO received information from diverse sources that isylfmgntrthat is “consistent
enough to be accorded attention,” and that concludes “forced labour is more eadesipan the
monitoring pocess alone suggesfs.The reportadds that education and heatdre officials presented
monitors with apparently inaccurate attendance redrdse ILO’s report concludes that “Robust

**International Labour Organization (ILO), “Third Party Monitoring loé use of child and forced labour during the
Uzbekistan 2015 Cotton Harvesin assessment submitted to the World Bank by itermational Labour Office,”
November 202015, at page Key Findings”.

*51L0O, 2015, Ibid, at page 2, “Key Findings” arghras34 and 36.

*®See UGF, 2016, Ibidat chapter “Climate of Fear,” available at
http://harvestreport2015.uzbekgermanforum.org/?chapter=2.

" See UGF, 201, IbidchapterMethodology,” available at
http://harvestreport2015.uzbekgermanforum.org/?page=methodology.

8 See UGF, 2016, Ibidchapter “Climate of Fear,” available at
http://harvestreport2015.uzbekgermanforum.org/?chapter=2

*9International Labour Organization (ILO), “Third Party Monitoring loé wuse of child and forced labour during the
Uzbekistan 2015 Cotton Harvesin assessment submitted to the World Bank by itermational Labour Office,”
November 202015, atparasl12, 14, 15, 36, 60, 62, and 63 and UGF, 2015, lhidchapter “Climate of Fear,”
available at http://harvestreport2015.uzbekgermanforum.org/?chapter

%910, November 202015, Ibid.

®11LO, Ibid. atparas. 59 ané1.

210, Ibid., atpara.45.
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further steps are required to remove the risk of forced lal3dim.its 2016 report, the ILO Committee of
Experts requested the government demonstrate concrete results and sasrgidratprs of forced
labor®*

Throughout 2015, fficials increased the frequency and severity of attacks against independent human
rights nonitors, repeatedlyassaulting, arresting, and fabricating charges against the citizens for
documenting statéed forced labn For example, plice arrested human rights defended complainant
Elena Urlava and subjected her to a badhvity search on Ma31, while she was documenting forced
mobilization of teachers and physicians near the city of Chinaz in Ti#shégion. In Augustthe
prosecutor's office threatened to press criminal charges against a humas mginitor in
Karakalpakstan, under crimal code article 244, Establishment, Direction of or Participation iigiRes
Extremist, Separatist, Fundamentalist or Other Banned Organizatioitd) edrries up to 20 years
imprisonment. The prosecutor’s threats prevented the monitor from particgpdtina labor rights
monitoring workshop and conducting monitoriRplice again arrested Ms. Urlaega September 19,
after she spoke with and photographed cotton pickers in Kuyichirchik distrithshkent regignand
police arrested and beat Dmitryikhonov on September 20after he interviewed people and
photographed the mobilization of cotton pickers from the city of Angren in Tash&gion. Police
arrested Elena Urlaeva and Malohat Eshankulova on September 29 thvelyilinterviewed students
forced to pick cotton in Khazarasp district, Khorezm regan ordered bodgavity searchesfahe two
women during their 14 hours of detention. On October 20, police opened charges against Dm
Tikhonov, falsely characterizing his monitoring of the mation of cotton pickers from Angren as
“disorderly conduct.” On the same day as the chatgediome office was burned down, destroying his
ardive of evidence of forced labor, and additional materials stored soafescated from a room in his
house untouched by the fire. Continued intimidation by security services forcetikionov to flee
UzbekistanFurther, Elena Urlaeva, who had checked into thehKkent City Psychiatric Clinic on March

9 after experiencing multiple traumatic events, was subsequently denied fedeasike facility despite
being in good health. In late April, Urlaeva’s doctor informed her and her son thaashe good health
ard would be released on May 2. However, the hospital refused to release het witthg any medical
reason, raising serious concerns that the government pressutassiital to use her confinement in the
hospital as a means of arbitrary detention. \Bae released on June 2 following significant pressure from
Uzbekistan’s international partners.

The United Nations Human Rights Committee has also raised concerns about &aednd the
treatment of individuals attempting to monitor labor practicke TCommittee requested the government
of Uzbekistan provide an updatby July 2016 on its implementation ofthe Committee’s
recommendations, which included:

“put an end to forced laboum the cotton and silk sectors, inter alia by enforcing effectively the
legal framework prohibiting child and forced labour, including by ©Bgsty prosecuting those
responsible for violations and improving working and living conditions. Thie $&rtyshould
also review its laws and practices to ensure financial transparency and addugsisoo in the
cotton industry and take all necessary measures to prevent deaths in connelstibie witton

31LO, Ibid., atpara.69.

®1LO, Committee of Experts on the Application of Conventions and Reconatiens: Individual Observation
concerning Abolition of Forced Labor Convention, 1957 (No. 105) Uzbekistan, Ph&&ommittee of Experts on
the Application of Conventions and Recommendations (CEACR) is an indepddly composed of legal experts
charged with examining the application of ILO Conventions and Recodatiens by ILO member States. The
reports of the Committee of Experts are available at: http://www.ilo.org/gitidioc/ilo/P/09661/.
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harvesting, investigate thoroughly such cases whendbheyr and provide effective remedies,
including adequate compensation, to victims’ families.”

And:

“Take immediate steps to provide, in practice, effective protectiandependent journalists,
government critics and dissidents, human rights defersthet©ther activists against any actions
that may constitute harassment, persecution or undue interference inetioesee)of their
professional activities or of their right to freedom of opinion and expression, ame énat such

acts are thoroughly ariddependently investigated, prosecuted and sanctioned, and that victims
are provided with effective remedie%.”

B. The IFC has notfulfilled its due diligence responsibilities in itsIKT investment

In addition to its standards which explicitly address forced andl ¢ablor, the IFC’s Sustainability
Framework recognizes that business should respect human rights, which meaiitdranging on the
human rights of others and address adverse human rights impacts business may catriieute taf®
Despite its policies, througlits loan to IKT, the IFC is knowingly financing a company that has
perpetuated and benefited from forced lakioce it established operations in Uzbekistaorced labor
continues to be present in its supply chain. Rather dddnessing labor abuses in its supply chain, IKT
hasto datepublicly dodged its link tdabor abuse@ the cotton sector. In 2013, responding to a petition
that led United States Customs to investigate and eventually blockhigments to the U.S., IKStated
“Indorama denies use of child and/or forced labor in any of its operations in Uabekist invites any
organization making such allegations to visit our ofiena in Uzbekistan and verify,” avoiding the
focus of the issue on itsotton supplierand mischaracterizing the ability of independent monitors to
operate in Uzbekistan.

As described in the IFC Environmental and Social Action Plan for the mdKT, the company
committed to

e Enhance and upgrade the design and operation of its existing environmental aild soci
management system to meet applicable national laws and regulations, IRG&ect Standards
and applicable World Bank General and sesmecific Environmental, Health and Safety
Guidelines. Its procedures manual, which the company will provide to IFCpualilide amongst
other things identification of environmental and social risid ianpacts for its direct and supply
chain operations and management programs;

e Develop and implement a corporate environmental and social policy statementidatur and
forced labor issues in the cotton supply chain and ensure knowledge of the policy &ff atidst
suppliers;

e Source cotton from areas monitored by the International Labour Organizationyfider the
World Bank-sponsad projectsand

% United Nations Human Rights Committee, “Concluding observations ofuh&H Rights Commtite:
Uzbekistan,” New YorkJuly8-9,2015, CCPR_C_UZB_CO_4tparas. 19 and3, available at
http://www.ccprcentre.org/doc/2015/07/CCPR_C_UZB_CO_4.docx

% |FC Policy on Environmental arocial Sustainability, pard2; IFC Performance Standatdpara3.

7 Business and Human Rights Resource Centre, "Indorama’'s Respgetiiom calling on US Customs to stop
imports from company due to use of cott@rvested with forced labour in Uzbekistan," June20A 3, available at
https://busineshumanrights.org/en/complaistlls-on-us-customsagencyto-haltimportsfrom-daewoeintl -
indoramafor-usinguzbekcottorrallegedlyharvestedwith-forcedlabour#c73389(last accessedune20, 2016).
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¢ Review its approach to obtaining and analyzing information received fraotmncobmpanies
(focusing on cotton supply traceability), in consultation with IFC, and regwad fully disclose
this information to IFC®

The proposed planotmitigate the problem of forced labor is grossly inadequate andny event,
unworkable in the context of Uzbekistan.

As outlined in the IFC’s Policy on Environmental and Social Sustainability,@magntal and social due
diligence typically includesnterview of relevant stakeholders where appropfiaté/hile the IFC
documents refer to the work of the Cotton Campaign, the IFC did not in the course of itBgeémeai
interview members of the Cotton Campaign working on these issuesepeiment members of civil
society in Uzbekistan, including complaintsTikhonov, Urlaeva, and complainant No. 4.

First, IFC has failecto account for theystematic nature of forced lab8iAs detailed in the previous
sectionthe stateorder system of cotton production remains intact, and coercion remains the means
through which the government mobilizes farmers to produce cotton and other citizenvesb iha
Neither IFC nor its clientKT, hasexaminedr acknowledgethe full nature and scope of forced labor
in UzbekistanWhile IKT and IFCrecognized the mobilization @forkers to pick cottoand noted that
this runs contrary to the ILO’s definition of forced labor, they dididentify and address the widespread
practice of forcing farmers to grow cotton that océarszbekistan'™ In addition to the forced
mobilizationof labor to harvest cotton, farmers growing cotton supplied to IKT are claupelgrow

and deliver the cotton by the Government of Uzbekistan under menace of pendiscussed abavis

a result, regardless of whether their cotton is harvested by hand or mackitée produced by forced
laborso long as the government uses coercion against farmers

Related to this, the complainants take issue with the IFC’s rationalesfprdfect. In its response to the
well-documentedoncerns aboudbrced labor in the supply chain of IKT, the IB@Gted “Understanding
the risks involved in cotton supply chain, IFC’s investment in IKT is ainorgphtribute to the

% |FC, Indorama Kokand: Environmental & Social Action Plappraisal,” available at
http://ifcextapps.ifc.org/ifcext/spiwebsitel.nsf/78e3b305216fcdba85250@8079d/df7b3e2e4b3b854985257ehb40
0705488?0pendocument (last accessed June 7,.2016)

9 |FC Policy on Environmental arocial Sustainability, par&8(ii).

9 The World Bank has recognized this, as the World Bank Inspection Panel higihliglits 2013 Eligibility

Report: ‘both Requesters and Management point to govent systems as the direct cause of the labor practices
and alleged harmrhspection PaneReport and Recommendations on Request for Inspection, Republic of
Uzbekistan: Second Rural Enterprise Support Project and Additiorealding for Second Rural Eerprise Support
Project (P126962), Report No. 8328Z, (December 9, 2013atpara.71.

" For the risks identified by the IFC see: International Finance Catipor(IFC), “Indorama Kokand: Summary of
Investment Iformation: E&S Risks/Impacts and Mitigen,” available at
http://ifcextapps.ifc.org/ifcext/spiwebsitel.nsf/78e3b305216fcdba85250@8b6@9d/cdb4928a7751013385257eb4
0070100e?opendocumeddst accessed May 29, 2016). For reports on forced labor of farmers inisgfabekee:
UzbekGerman Forum for Human Rights and the Cotton Campaign, "A SystemierdblateSponsored Forced
Labourin Uzbekistan’s Cotton Sector Continues in 2012," June 2013, available at
http://www.cottoncampaign.org/uploads/3/9/4/7/39474145/systemicpreblem
forcedlabour_uzbekistan_cotton_continues.pdf; UzZBekman Forum for Human Rights, "Forced Labor in
Uzbekistan Report on the 2013 Cotton Harvediay 2014, available at
http://www.cottoncampaign.org/uploads/3/9/4/7/39474145/forced Jimbozbekistarreport2013.pdf; Uzbek
German Forum for Human Rights, "The Government’s Riches, the Peg&ulalen," April 2015available at
http://www.cottoncampaign.org/uploads/3/9/4/7/39474145/cotton_harveste ogto?6C3%9F.pdf;, Uzbe®erman
Forum for Human Rights, "The Coveip: Whitewashing Uzbekistan's White Gold," March 2016, available at
http://harvestreport2015.uzbekgemf@um.org/.
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elimination of child and forced labor by mobilizing the effort of a signifigaivat sector investor in
Uzbekistan to contribute to the proce§sConsidering, as highlighted above, that IKT has failed to
acknowledge the problem of child and forced labor in its supply chain in thanghstrerlooked the

extreme obstacles that indepentd@oenitors must overcome in order to document these labor abuses, the
complainants question IKT’s track record of and commitment to addresbimgdiad other human rights
abuses linked to the cotton sector.

Second]FC failed toassess wheth&T is abk to manage the risks of forced labor in its supply chain,
which iscompletely reliant on cotton made with forced labor supplied by one government monopoly
supplier. To the contrary, it acknowledged that IKT is likely to continue te faeed labor in & supply
chain. Despite this acknowledgement, the corrective action outlinbd Ertvironment and Social Action
Plan is vague: “For instances where is identified that cotton has been sourceca&smairsubject to
monitoring, agree with IFC on a practical approach to managing such catttireri-the company will
notify IFC when such gaps are identified and associated corrective iagti@mented within 3 business
days.”

According to IFC Performance Standard 2.27:

“Where there is a high risk @hild labor or forced labor in the primary supply chait]he
client will monitor its primary supply chain on an ongoing basis in order to identify any
significant changes in its supply chain. If new risks or incidents of childafuited labor are
identified, the client will take appropriate steps to remedy them.”

IFC Performance Standard 2.29 states:

“The ability of the client to fully address these risks will depend upemrltent’s level of
management control or influence over its primary sepgliWwhere remedy is not possible, the
client will shift the project’s primary supply chain over time to supplieat can demonstrate that
they are complying with this Performance Standard.”

ThelFC Social and Environmentablicy further recognizes thaot all risks can be mitigatathr
violations remedied statingCertain risks may require IFC to refrain from supporting the proposed
business activity

The IFC’'sown due diligence demonstratémtIKT haslimited ability to manage or avoid thiesk of
forced labor in its supply chain UzbekistanThe IFC notes that the company “has limited leverage to
influence its supply chain and the country-wide and sector-wide employmetitggac cotton
harvesting.* It also explicitly recognizes théitt is possible that the company may not always comply

2|FC, Indorama Kokand: Summary of Investment Information: E&S Risksdcts and Mitigation, PS 1:
Assessment and Management of Environmental and Social Risks andslnawadable at
http://ifcextapps.ifc.org/ifcext/spiwebsite1.nsf/78e3b305216fcdba85250@80@9d/df7b3e2e4b3b854985257eb40
0705488?0opendocument (last accessed June 20, 2016).

31d. International Finance Corporation, “International Finance CorparatRolicy on Environmental and Social
Sustainability,” 1 January 2012, jzdra.23

"|FC, “Indorama Kokand: Environmental and Social Review Sumntamyironmental and SocialaBegorization

and Rationale,Septembeg, 2015.
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with the supply chain provisions of PS 2 related to child and forced 1&b@ihe IFC reinforced this in
its brief response to the Cotton Campaign’s letter highlighted concetimthigi investment®

Under its Policy on Environmental and Social Sustainability, the IFC undsrtakonly finance
investment activities that are expected to meet the requirements of the Beder@tandards within a
reasonable period of timéThere is no evidence thétet IKT will meet the requirements of PS 2 within a
reasonable time or at all, as the IFC has acknowledged.

Neither IFC nor IKT identified any potential alternative sources of caitoduced withoutorced labor
because no alternative suppliers are altbtweoperatdy law. IFC’s Social and Environmental
Sustainability Policy states that a client’s ability to achieve enwigsrial or social outcomes consistent
with the Performance Standards nb@ydependent on the actions of its primary supfligr suchcases,
IFC policy states, “IFC, as part of its own due diligence process, will reviem< identification of

third party risks, and will determine whether such risks are manageall& so under what conditions,
S0 as to create outcomes consistettt the Performance Standards.”

For Indorama and other cotton processors in Uzbekistan, the sole source asdbiayovernment’s
forced laborsystem of production. Uzbekistan does not import any raw cotton. IKT is required to
purchase cotton in oed to meet the production demands at its facility, and there is no reasdieve be
that IKT will be able to obtain an alternative supply of cottat ith manufactured outside the
Government of Uzbekistan’s forced labor system, which is prohibited byJapahtasanoateksport is
IKT’s only supplier.IKT has no influence over its supplier because as a monopoly enterprise, all
production and supply of cotton is managed by Uzpahtasanoateksport, including farm preshatgon
processing. IKT cannot switdb an alternative supplier, because there are none available Byoldate,
no attempt to exempt cotton farmers from the statier system has succeed®dEven in the current
World Bank project in South Karakalpakstavhich intends to exempt farmers from production quotas,
does not provide the farmers a means to sell their cotton to any buyethatnéne government-
controlled monopoly, obtain a higher price, manage the farmland autonomously, acqesiitivermpu
markets, or access a banking system that provides adequate credit and ligamliystan has not
permitted farms to operate and sell cotton outside the@tdge system.

S1FC, “Indorama Kokand: Environmental and Social Review SummBnwironmental and Social Mitigation
MeasuresPS1: Assessment and Management of Environmemtiabacial Risks and Impactsseptembep, 2015.
|FC, Letter to the Cotton CampaigBecembel3, 2015, available at
http://www.cottoncampaign.org/uploads/3/9/4/7/39474145/ifc_response_catipaicen_december2015.pdf.
"IFC Policy on Environmental arocial Sustainability, par@2.
8 See IFC. Environmental and@&al Sustainability Policy atgwa. 23, available at
http://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_extermiporate_site/ifc+suainability/our+approac
Qg/risk+management/environmental+and+social+sustainabiIity+po|icy.

Id.
8 For example, the UBased Central Asia Cotton Seed Company (CASC) has produced cottanfibestton
seed in Uzbekistan since 1997, with some financial stifygon the World Bank. The US Embassy in Uzbekistan
reported the gvernment failed to fulfill the agreement: "Local [Government of Uidiak] authorities are
interfering in the management of [Central Asia Seed Company's] farkeeping farmers under state production
plans, even though the original business plan, ajgrby the GOU, states the company's farms are exempt from
state orders." (US Department of State, Cable from AMEMBASSY TASWKE RUEHC/SECSTATE2008
Report on Investment Disputes and Expropriatatrpara 4. (June 18, 2008) (Unclassified)
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In fact, Indorama’s main local competitor Daewoo International admitted onlare statement thatst
Uzbekistan operations aomly ableto sourcecotton producedh the state’s systeft Daewoo went on to
confirm that “it cannot be free from the issue of alleged forced labor iaKisthn.

While the IFC and IKT report having met with Uzbek officials, neithporeany specific commitments
from government officialso ensuretieycould supply IKT with cotton produced outside the
governmeris forced laboisystem. Despitiés commitmentgo uphold national and international lsw
prohibiting forced and child labor in World Bank project areas, the Uzbekmyoeat used forced labor
in the project areas throughout 20:%5.

Summary of violations of national law and international conventions byhe Uzbek government in
World Bank project areas, reported in 2015:

Practice@ Violation(st> ILO Conventions| ILO Uzbek
Nos. 29, 105 Convention national
No. 182 law
School administrators forced students to pick col X X
under threat of expulsi&h
Government officials forcedfarmers to fulfill| X X

production quotas under threat of penalffes.

Government officials penalized farmers for I
fulfilling production orders, including by destroying
crops and verbal abu®.

8 Daewoo Iternational, “Daewoo International :rpurchasing cotton produced in Uzbekistan

with child & forced labour,"Business and Human Rights Resource Cefebruaryl19, 2013,

available at http://www.businedsumanrights.org/Documents/CottonCampaignHandM, rgjati

“First of all, we, Daewoo International Corporation fully underdt#tmat the Uzbek forced labor

issue must be solved as soon as possible without reference to adhitdoBecause Daewoo
International Corporation, having interests lo€al company operating the textile business

cannot be free from this issuend, will continue to deal with the Uzbek forced labor issué i

disappear perfectly..In Uzbekistan, Ministry for Foreign Economic Relations exclusiv&poet

and supply cotton to local tée companies and also have 3 statened companies,
UZMARKAZIMPEX, UZPROMMASHIMPEX, UZINTERIMPEX. . . Thus, Daewoo Telds

have also being interested in this issue and considetiddtto solve it. Daewoo Textile have
consistently suggested the chamgehe policy of forced child labor toward Cabinet of Ministries

of Uzbekistan (Uzbekengelsanoat) since the issue of Uzbek forced childMaddirought up in

2005.”

8 Daewoo International, diter to the Cotton Campaigdynell, 2013, copy available uparequest.

8 For further details, see Uzb&erman Form for Human Rights, “The Coveip: Whitewashing Uzbekistan’s
White Gold,” in particular chapter “ILO and World Bank Engagement in Uzbaakj’
http://harvestreport2015.uzbekgermanforum.org/?chapter=5

8 UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistassue3,
http://uzbekgermanforum.org/chronieté-forcedlabourin-uzbekistarissue3-2015/; UzbekGerman Forum for
Human RightsChronicle of Forced Labour in Uzbekistdasue4, http://uzbekgermanforum.org/hroniaié
forcedlabourin-uzbekistarissue4-2015/, Reports 5, 6, 8; Uzb&kerman Forum for Human Righ@Shronicle of
Forced Labour in Uzbekistass.5, http://uzbekgermanforum.org/vwgontent/uploads/2015/10/UGFotton
Chronicle_lIssué_30.09.2015.pdf, Report 3, 8; Uzb&lerman Forum for Human RightShronicle of Forced
Labour in Uzbekistanssue 7, Reports 7 and 9.

8 UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistassue?, Reportl0.

8 UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistassuel,
http://uzbekgermanforum.org/chronieté-forcedlabourin-uzbekistarissue1-2015/; UzbekGerman Forum for
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Government officials ordered privat@and publie | X X
sectos administrators and mabhallas to mobil
people to pick cottof’

Administrators of education and healthci X X
institutions forced employees to pick cotton un
threat of job loss or fines,

Administrators of publiesector institutions imorn | X X
education and health sectors forced employee
pick cotton under threat of job loss or firfés.

Administrators of joirventure companies force X X
employees to pick cotton under threat of job [§ss.

Mahallas forced welfare recipients to pidotton| X X
under threat of cutting payments.

Government officials extorted businesses | X X
contributions to the harve®.

Police forced women to pick cotton under threal X X
filing prostitution charge&®

Children picked cotton to helparents fulfill their| X X X

stateassigned harvest quotas and avoid penalties

Human RightsChronicle of Forced Labour in Uzbekistdasue2, http://uzbekgermanforum.org/chronidé
forcedlabourin-uzbekistaAssue2-2015/.

8" UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistassue3,
http://uzbekgermanforum.org/chroniaté-forcedlabourin-uzbekistarissue3-2015/; UzbekGerman Forum for
Human RightsChronicle of Forced Labour in Uzbekistdssued, http://uzbekgermanforum.org/hroniaié
forcedlabourin-uzbekistarissue4-2015/, Report 1.

8 UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistassue5,
http://uzbekgermanforum.org/wgontent/uploads/2015/10/UGF_Cott@hronicle Issué_ 30.09.2015.pdf,
Reports 2, 4, 8, 12; Uzbdkerman Forum for Human RightShronicle of Forced Labour in Uzbekistassueb,
http://uzbekgermaorum.org/wpcontent/uploads/2015/10/UGF_Coti@hronicle Issué 14.10.2015.pdf, Report
7,9,19,21,22

8 UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistassue2,
http://uzbekgermanforum.org/chronieté-forcedlabourin-uzbekistarissue2-2015/; UzbekGerman Forum for
Human RightsChronicle of Forced Labour in Uzbekistassueb, http://uzbekgermanforum.org/wp
content/uploads/2015/10/UGF_Cott@mronicle_Issu&_14.10.2015.pdf, Report 19

% UzbekGerman Forum for HumaRights,Chronicle of Forced Labour in Uzbekistassues,
http://uzbekgermanforum.org/agontent/uploads/2015/10/UGF_Cott@hronicle_Issué_14.10.2015.pdf, Report
3.

1 UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistdsste 3,
http://uzbekgermanforum.org/chronieté-forcedlabourin-uzbekistarissue3-2015/; UzbekGerman Forum for
Human RightsChronicle of Forced Labour in Uzbekistdssue 4, http://uzbekgermanforum.org/hroniate
forcedlabourin-uzbekistarissue4-2015/, Reports 4 and 5.

92 UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistassue 3,
http://uzbekgermanforum.org/chronieté-forcedlabourin-uzbekistarissue3-2015/; UzbekGerman Forum for
Human RightsChronicle of Forced Labour in Uzbekistdssue 4, http://uzbekgermanforum.org/hroniate
forcedlabourin-uzbekistarissue4-2015/, Report 2.

% UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistassue 6,
http://uzbekgermanforum.org/agontent/uploads/2015/10/UGF_Cott@hronicle_Issué_14.10.2015.pdf, Report
12,

% UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistdssue 5,
http://uzbekgermanforum.org/wgontent/uploads/2015/10/UGF_Cott@hronicle Issué_30.09.2015.pdf, Report
1.
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Administrators  required employees to si X
agreements to pick cotton and to be dismissed if they
refused”

The IFC’s reliance on IKT sourcing cotton from areas monitored by the ILO uralarrangement with
the World Bank does not address the risk of forced and child labor within IKT systhpah. Monitoring
can only identify an abuse, it does not end or remedy it. As discussed above, IL@ringphis
continued to highlight forced labor practices and independent monitors, inctodiegof the
complainants, have brought to the ILO and World Bank’s attention their own docuoeofgorced
labor within Wald Bank project areas. In sourcing cotton from In@+itored areas, IKT is continuing
to source cotton that is planted and harvested with forced labor. Ftinthegrrective action outlined in
the Environment and Social Action Plan seeks to address instances wherentfiegihat cotton has
been sourced from areas not subject to monitoring, rather than the presencedliabor in the supply
chain.

IFC also did not work with IKT to determine possible remediation measures tsaduist incidents of
forced labor within its supply chain. The IFC’'s Policy on Environmental and ISSastainability
provides: “Where there are significant environmental swcial impacts with the business activity,
including past or present adverse impacts caused by others, IFC works wililentstac determine
possible remediation measurés.”

Third, IFC failed to adequately assess thewnstrearheffects of IKT’s use of forced labanade cotton

in its products, which includes expositigT’s downstreamcustomers tgootential legal liability for
violating U.S. laws.The IFC investment in IKT would facilitate the processing and subsequent
manufactuing of products that are illegal to import into the United Statesa result, IFG underlying
rationale forfinancing IKT's expanded production in Uzbekistavhich is ‘increased exports of higher
valueadded products in a priority sector for Uzbekistdailed to account for legal prohibitions that will
prevent IKT from achieving the godl

As described in its annual repdT’s business plaspecifically envisions being able to sell its product
to the U.S. consumer market, either whole or asqfamother company’s textile prodiétTo achieve

its overallproduction and sales goalKT’s parent company Indorama relies expanding itsupply of
product from itdJzbekistanunit, which was an integral reastmdoramaexceeded even its own
expectaibn by reapng profits of over USD 75m in 2014 Indorama achievethis success through its
highest ever sales volumrem IKT and its othespinningunits, which provided 67% of Indorama'’s total
sales‘as a result of addition to existing capagstinindonesia and Uzbekistan®

% UzbekGerman Forum for Human RighBhronicle of Forced Labour in Uzbekistassue 3,
http://uzbekgermanforum.org/chronieté-forcedlabourin-uzbekistarissue3-2015/
% |FC Policy on Environmental arocial Sustainability, par@6.
°”IFC, “Indorama Kokand: Summary of Investment Imfiation— Development Result,Septembep, 2015,
available at
http://ifcextapps.ifc.org/ifcext/spiwebsitel.nsf/78e3b305216fcdba85250@8D6@9d/cdb4928a7751013385257eb4
0070100e?opendocument
% Indorama Sythetics, 2014 Annual Report at p. 28itp://www.indorama.co.id/pdf/_b_IndorameR-2014.pdf
(The 2015 outlook seems positive given the continuing growth in the domedtitler emergig markets, a strong
economic recovery in USA and prospects of improvement in the Europeanmeéesnwith the ongoing fiscal
stimulus.)
jzolndorama Synthats, 2014 Annual Report at p.t&tp://www.indorama.cad/pdf/_b_IndoramaAR-2014.pdf.

Id. at 6
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U.S. law prohibits the importation of any good made “wholyn part” with forced labot®* In 2013, the
Cotton Campaigrand International Labor Rights Foruited a legal petition tdhe U.S.government’s
Department of Homeland Security requesting that IKT’'s product be barredeftaring the U.S. for
violating U.S. laws that prohibit a company from tradorgotherwise benefiting from forced labor by
profiting from it.}°® Since then, IKT has beainder investigatiomy the U.S. government® andin late
2013, Indorama was prevented from importing a shipment of cotton products andddquieexport
pursuant to U.S. regulation¥. The U.S.governmentecentlytightened import restrictions by expsing
the reach of the law to include apparel or any other product that cdiataied labor-made cottoff?

IKT’s proposed expansion plans will creag@en moresignificant challenges for law enforcement
agencies of the U.Sgovernment,which will need to prevent any product made with cotton from
Uzbekistan from entering into the U.S.

Finally, despite extensively pointing to ILO monitoring linked to World Bank projertsitigate the
risks of forced and child labpothe IFC has not w&ed with IKT to identify or seek to mitigate risks to
independent labor monitors who feed into the ILO monitoring and report forced athdbbloit practices
to the feedback mechanism.

C. The IFC has not fulfilled its due diligence and supervision regmsibilities regarding its
investment in Hamkor Bank and support to Asaka and Hamkor Banks throughthe Global Trade
Finance Program (GTFP)

There is no evidence that IFC has conducted the necessary due diligence os mgieitision
responsibilities withrespect to its investment in Hamkor Bank and support to Asaka and Hamkor Banks
through the GTFPDespite the risks that these banks are contributing to tipetpation of forced labor,

as discussed above, there is no evidence that IFC has highliglsteikk in its due diligencer has
worked with client banks in Uzbekistan to identify and mitighterisk of forced labor in their portfolio

or the role that they play in perpetuating forced labor.

The IFC’s Policy on Environmental and Social Sustainability provides: “In ord@ptoriately identify
the environmental and social risks related to Fl investments during the appracsass, IFC reviews the
existing portfolio and prospective business activities of its FI clientdeatify activitieswhere the Fls
and IFC could be exposed to risks as a result of their investments, and defiiresnmegs for managing
these risks. IFC reviews the implementation capacity of Fls as well as their ESM8quired by

10119 U.S.C. §1307 (as amended)

192g5ee International Labor Rights Forum, “Tariff Act Complaint: IL&&lls on U.S. Customs Service to Halt
Imports of Forced Labor Cotton from Uzbekistaiay 15,2013, available at
http://laborrights.org/publications/tariffia-complaintilrf -callsus-customsservicehaltimportsforced labofcotton.
103) etter from U.S. Department of Homeland Security, Immigration arstad®ns Enforcement to Matthew M.
FischerDaly, regarding ICE FOIA Case Number 2B:D1A08532,March7, 2014, [*You have requested any and
all determinations from the United States Customs and Border ProtéeB&) ¢oncerning cotton and cotton
products from Uzbekistan. Any and all records for actions taken bgdJSiates Immigration and Customs
Enforcenent to detain, hold, and/or investigate cotton products from Uzbekistéinhate determined that the
information you are seeking relates to an ongoing law enforcemestigaéon.”]

104 12Uz.com “ B YEM [IPUUUHA 3AJEP)KAHUSI KOHTEMHEPA C 22 TOHHAMM Y3BEKCKOM IIPSDKU

B CIIA?” Decembef1, 2013, available at
http://www.cottoncampaign.org/uploads/3/9/4/7/39474145/12uz.com31decemberdpa®raharticle. pdf

1% Trade Facilitation and Trade Enforcement Act of 20iElic Law No: 114125 (2016).
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Performance Standard 1°® According b the Environmental and Social Categorization Rationale
regarding the IFC’s most recent senior loan to Hamkor, Hamkor will be eggiwirdemonstrate ongoing
compliance of itsnicro small and medium enterprigaartfolio with IFC Exclusion List and natioh& &

S laws of UzbekistanThe IFC’s exclusion list provides that all financial intermediariestrexslude
“production or activities involving harmful or exploitatiferms of forced laboharmful child labor.**”
Similarly, Uzbekistan’s laws prohibit foed and child labor as discussed above.

With respect to advisory services, the IFC is similarly required to scredénagtivity against the IFC
exclusion list and review each proposed activity for environmenthlisacial risk. If the IFC had done
this properly with respect to its support to Asaka and Hamkor Banks through thE,&@Tshould have
identified cotton investments within its portfolio and recognized tHe afsforced labor. There is no
evidence that it did so or that it supervised manageofghese risks.

D. The complainants request a compliance review of the IFC loan to IKTloan to and equity
investmentin Hamkor Bank, and support to Hamkor Bank and Asaka Bank through its Global
Trade Finance Program

Please review the IFC’s compliance with its Policy on Environmental and Samtir&bility with
respect to its loan to IKT, loan and equity investment in Hamkor Bawksapport to Hamkor Bank and
Asaka Bank through its Global Trade Finance Program.

As described above, we believe that the IFC has violated its due diligence anikgupegsponsibilities
with respect to each of these investments.

We believelFC should suspend its investment in IKT until IKT can demonstrate ilisya source
forced labor free cotton, which depends on the government ceasingrstagstrated forced labor and
repression of independent labor monitoring, in accordance with its policiesaauidrsls Similarly, we
believe that IFC should also suspend its investmiariamkor Bank and other banks in Uzbekistan until
it canbe sure that the banks:

(a) No longer participate in the coercive financial system that is usedc® flarmers to fulfill state
assigned production quotas have remedied past instances of this which have harmaes dr
others; and

(b) Do not finance IKT or other companies directly involved in the cottoresysind utilizing or
benefiting from the government’s forced labor system.

Annex 1: UzbekGerman Forum for Human Rights, "The Government's Ricties People’s Burden,"
April 2015, available at
http://www.cottoncampaign.org/uploads/3/9/4/7/39474145/cotton _harvest ombPeC8%9F.pdf

Annex 2 UzbekGerman Form for Human Rights, "The Covep: Whitewashing Uzbekistan's White
Gold," March 2016, available at http://harvestreport2015.uzbekgermanéwgim

1%FC Policy on Envionmental andocial Sustainability, par&4.
Whttp://www.ifc.org/wps/wem/connect/corp_ext_content/ifcteemal_corporate_site/ifc+projects+database/project
s/aips+added+value/ifc_project_exclusion_list
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