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ACs Affected communities

AIS Alien Invasive Species

ECHA The European Chemicals Agency

APC Approximate permissible concentrations

Aol Area of Influence

BAT Best available techniques

BCI Better Cotton Initiative

CEMP Construction Environmental Management Plan
CO Carbon monoxide

Company FE “Indorama Agro” LLC

Consultant Mott MacDonald Limited and Ecostandart Expert
CSOs Civil society organisations

CSR Corporate Social Responsibility

CTMP Construction Traffic Management Plan

DEMP Decommissioning Environmental Management Plan
GDP Gross Domestic Product

GHG Greenhouse gas

Gll Gender Inequality Index

Goskomekologiya

State Committee of the Republic of Uzbekistan on Ecology and Environmental Protection

GoU Government of Uzbekistan

E&S Environment and social

EBRD European Bank for Reconstruction and Development
EHS Environmental, health and safety

EIA Environmental impact assessment

EPRP Emergency Preparedness and Response Plan

ESIA Environmental and social impact assessment

ESMP Environmental and Social Management Plan

ESP EBRD’s Environmental and Social Policy

EU European Union

FGDs Focus Group Discussions

Ha Hectare

HMZ Hydro Module Zones

IARC World Health Organization's International Agency for Research on Cancer
IBAs Important Bird Areas

IFC International Financial Corporation

IFls International Financial Organisations

ILO International Labour Organization

International Lenders

European Bank for Reconstruction and Development and International Financial
Corporation

IP Indigenous Peoples
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LLA Land Lease Agreement
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MML Mott MacDonald Limited (UK)

MPC Maximum permissible concentrations

MSDS Material Safety Data Sheet

NGOs Non-governmental organisations

NTS Non-Technical Summary

PER Public environmental review

PPE Personal Protective Equipment

Project Cotton Farming Project in Uzbekistan

PSs IFC Performance Standards

PTL Power transmission line

PU Producer Unit

RAP Resettlement Action Plan

RoU Republic of Uzbekistan

RPF Resettlement Policy Framework

SCR Summary Consultation Report

SCSS Sustainable Cotton Standard System

SEC Statement on Environmental Consequences

SEE State Environmental Expertise

SEE Degree Decree of the Cabinet of Ministers of the Republic of Uzbekistan of 22.11.2018 No.949
"On Approval of the "Regulation on State Environmental Expertise in the Republic of
Uzbekistan"

SEP Stakeholder Engagement Plan

SIA Social impact assessment

Sponsor Indorama Corporation Pte. Ltd.

SUE State Unitary Enterprise

SWMP Site Waste Management Plan

UNDP United Nations Development Programme

uzs Uzbek Soums

Uzhydromet Centre of Hydrometeorological Service at Ministry of Emergency Situations of the
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WUA Water Users Association

Zol Zone of Influence
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Executive Summary

Purpose of this Document

This document is Volume Il — Impact Assessment of the Environmental and Social Impact Assessment (ESIA)
Report prepared for the large-scale cotton farming project (the Project) being implemented by FE “Indorama
Agro” LLC (the Company) in the Republic of Uzbekistan (RoU).

This document provides a detailed overview of the existing and proposed operations, parties involved in the
Project development, describes what are the needs for the Project and why the choice of technology is most
appropriate. It also assesses the environmental and social impacts of the Project in accordance with the
defined assessment approach and methodology.

The purpose of this volume of the ESIA Report is to evaluate and promote the Project’s compliance with
applicable national and international requirements including to stakeholder engagement and information
disclosure which are considered in detail in this document, and which the Project is to be assessed against.

By fulfilling this purpose, the ESIA procedure does the following:

e Identifies and assesses the potential environmental and social (E&S) impacts that the Project may have on
the environment, communities, individuals and groups of individuals within its Area of Influence (Aol)

e Avoids, or where avoidance is not possible, minimises, mitigates or compensates for adverse impacts on
the environment, communities, individuals and groups

e Ensures that affected communities (ACs) and groups of affected individuals are appropriately engaged on
issues that could potentially affect them

e Promotes improved social and environmental performance through the effective use of management
systems.

Other ESIA documents that are produced at the ESIA Scoping Phase in support of the financing requirements
of the Project, and that should be read in conjunction with this Impact Assessment Volume, include:

e ESIA Scoping Report (issued in September 2019) — describes initial findings of the ESIA study and the
assessment scope

e Stakeholder Engagement Plan (SEP) — identifies the key Project stakeholders, engagement programme,
SEP updating and reporting requirements and sets out the Project grievance mechanism.

Structure of the ESIA Report

The ESIA Report is comprised of four volumes organised as follows:

e Volume I: Non-Technical Summary;
e Volume II: Impact Assessment (this volume)
— Executive Summary
— Chapter 1 — Project Description
— Chapter 2 — Legal and Institutional Framework
— Chapter 3 — Assessment Scope and Methodology
— Chapter 4 — Information Disclosure, Consultation and Participation
— Chapter 5 — Social Impact Assessment, Management and Monitoring
— Chapter 6 — Environmental Impact Assessment, Management and Monitoring
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— Chapter 7 — Glossary of Terms
— Appendices:
A. ESIA Stakeholder Consultation and Disclosure
e Volume Ill: Appendices and Supporting Documents
e Volume IV: Environmental and Social Management Plan and Sub-plans.

Project Background

The Government of Uzbekistan (GoU) has recently launched a programme for creation of cotton clusters and
optimisation of land use for direct and/or contracted cotton farming and based on last recorded data has
approved a total of 66 cotton clusters with a total land area of 660,000 hectares (ha).

Cotton clusters are considered by the GoU and a wider international community as a possible solution towards
eradicating forced labour and child labour in cotton farming and production. There is no formal definition of the
term “cotton cluster”, but it describes a structure whereby the government allocates a defined area to a private
investor who in return commits to growing cotton (either by direct farming and/or by contracts with existing/new
farmers) and to establishing processing and/or manufacturing facilities for end use of cotton within the country.
The main objectives are to reduce the role of the government in cotton production, create jobs and position
Uzbekistan as an exporter of textiles and garments rather than raw cotton.

To respond to the GoU initiative, Indorama Corporation Pte. Ltd. (the Sponsor) decided to set up a cotton
cluster in Uzbekistan and start growing its own cotton (with rotation crops). The cotton cluster of Indorama
includes:

e The existing spinning facility in Kokand commissioned in 2010 in Fergana region of Uzbekistan and
operated by FE “Indorama Kokand Textile” JSC (an indirect subsidiary of the Sponsor)

e The cotton farming project in Kashkadarya and Syrdarya regions of Uzbekistan to grow cotton for captive
consumption at the spinning plant in Kokand and for any future spinning capacity (the Project)

The Sponsor established a project company (FE “Indorama Agro” LLC or the Company) in Uzbekistan to
develop and implement the cotton farming scheme for the cluster. The Sponsor intends to use 100% of the
cotton farmed by the Project in the spinning facility in Kokand and in any other new capacity created by the
Sponsor or added by FE “Indorama Kokand Textile” JSC to produce cotton yarn.

The Sponsor, has been working closely for three years with IFC’s agribusiness advisory team and continues
to do so, has developed a structured approach towards the cotton farming project to:

Prevent the use of forced labour in cotton farming

Increase production and water usage efficiency
Enhance sustainability of the cotton sector in Uzbekistan
Share knowledge and know-how in cotton farming.

Project Description and Components

The Project will establish:

e Cotton farming schemes to farm cotton with rotation crops
e Ginning facilities to process raw cotton and produce cotton fibre and cotton seeds

e Seven farm depots with warehouses for fertilisers and chemicals, storage facilities for harvested cotton and
wheat, workshops and machinery parking yards including all required administrative infrastructure

e Transportation of cotton from the fields to the gin plants for processing
e Delivery of cotton fibre to the railway to transport it to the spinning facility in Kokand

42484104 |H | | 16 December 2020



Mott MacDonald | Uzbekistan: Cotton Farming Project 3
Volume Il - Impact Assessment

e Residential complexes in the cities of Karshi (Kashkadarya region) and Gulistan (Syrdarya region) to
accommodate staff and their families

The farming model proposed by the Project is based on scientific studies and modern international knowledge
of farming in Australia, US and Brazil (where cotton farming is well developed). The Company hired
experienced farm managers, agronomists, seed breeders, technical experts, redevelopment specialists for soil
and irrigation improvements and other related specialisation required for the Project from Australia and India,
to be on the ground implementing, supervising and monitoring the Project progress and implementation of best
practices. It also includes rotation crops, mungbeans and wheat, to increase the organic content of soil and to
better manage pest and weed conditions.

The Project involves two cotton farming schemes: direct farming by FE “Indorama Agro” LLC and contract
farming that engages local farmers to grow and deliver cotton to FE “Indorama Agro” LLC. The direct farming
footprint extends to four administrative districts in Kashkadarya region (Nishon and Kasbi) and Syrdarya region
(Ogoltyn and Sardoba) to a total area of 27,638 ha in Kasbi and Nishon and 26,559 ha in Oqoltyn and Sardoba.

Contract farming initiated by FE “Indorama Agro” LLC in 2019 to support local farmers has been launched in
Kasbi District and will be later extended to a further farming district (Nishon) reaching approximately 900 farms
and covering a total land area of 23,000 ha by 2021. Indorama-contracted farms are receiving financial
assistance (pre-financing, seeds, fertilizers, defoliant and chemicals), continuous agronomic support and
training, and in return will deliver cotton to Indorama at a price no less than the price set by governmental gins
and/or based on market mechanism established from time to time. The contract farming in Kasbi covers now
a total area of 12,536 ha. Actual area under contract farming may vary from year to year depending upon
voluntary participation by the independent farmers.

The Project investments will involve the following key components:

e Cultivation of the leased land, involving land redevelopment, planting, cultivating, harvesting
e Procurement of machinery and equipment for field works
e Procurement of equipment for gin plants, farm depots and warehouses

e Construction of two gin plants, seeds delinting, cotton seed chemical treatment facilities, seven farm
depots, two residential complexes and other related infrastructure required from time to time for
operations of the Project

e Rehabilitation and construction of cotton and grain storages, storage for crop inputs, mechanical
workshop, equipment parking yards

e Restructuring and laser levelling of land plots

e Rehabilitation of irrigation and drainage systems including construction of drainage water collection and
recycling facilities, pumps etc.

e Reclamation of abandoned fields, including desalinization

e Direct contracting of farmers to supply cotton to the gin plants

e Transportation of cotton from cotton fields to the gin plants

e Operation of gin plants and other facilities.

The Project facilities will be connected to electricity, water, sewerage and other utilities as required from main

supply lines to the battery limit of all the facilities of the Project. Summary of resources used by the Project is
presented below:

Source Consumption

Maximum Irrigation Water Supply

) HMZ requirements, m¥%ha Possible Reduction by Project Options, m®/ha
Kashkadarya region

6600 (March) 1980 (30%)
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Source Consumption
. HMZ requirements, m¥%ha Possible Reduction by Project Options, m®ha
Syrdarya region
4300 (April) 1290 (30%)
Pesticides
Glyphosate 2 —41/ha (at least 3 times per year)

Propaquizafop

1 -6 I/ha (1-2 times per year)

Imidacloprid

80 g/ha (twice per year)

Cypermethrin + Chlorpyrifos

2 I/ha (once per year)

Propargite

2 I/ha (twice per year)

Emamectin benzoat

350 g/ha (once per year)

Chlorantraniliprole

250 ml/ha (once per year)

Mepiquat chloride

2 I/ha (as required)

Fertilizers

Ammonium nitrate 34%

600 kg/ha (twice a year)

Ammonium-phosphate 11% / 46%

300 kg/ha (once a year)

Zinc 9%

2 (ones a year)

Fuel

Diesel (machinery)

200 ha per year (21471 t/year)

Diesel (pumps)

11/h (90.24 t/year)

Gasoline (cars)

7.6 1/100 km (200 t/year)

Natural gas

» Mistral humidification — 50 m%nh;
» Seed cotton dryer — 235 m¥h;
» Space heating (boiler) — 100 m¥h.

Electricity

Grid electricity

1k kWh/year

Source: FE “Indorama Agro” LLC

As part of the Project, the Company will construct two residential complexes in Karshi and Gulistan to
accommodate staff and families working in Kashkadarya and Syrdarya branches respectively and recruited
from other regions of Uzbekistan or abroad. Each residential complex will be designed to accommodate 80

residents in total.

Connection of the new ginning facility in Sardoba district to the power grid will require construction of a 5 km
transmission line and this facility is categorised as an associated project. The 35 KV, 5,000 KVA transmission
line will be constructed by Uzbeknergo. The construction period is estimated to take three months.

Project Parties

The key Project parties involved in the Project development include organisations and entities who sponsor,
finance, operate and support the proposed cotton farming scheme and these are described in the table below.

Project Party

Role

Indorama Corporation Pte. Ltd.

FE “Indorama Kokand Textile”
JSC

Project Sponsor — Singapore headquartered, leading global manufacturer that owns direct
stakes in nine companies across the globe that produce synthetic and cotton yarn, rubber gloves,
plastic polymers, fertilizers, and petrochemicals.

Indirect subsidiary of the Project Sponsor who operates a new spinning facility in Kokand,
Uzbekistan

FE “Indorama Agro” LLC

Project Company set up by the Project Sponsor and its indirect subsidiary to establish modern
production of cotton and rotation crops (wheat and mungbean) in Kashkadarya and Syrdarya
regions of Uzbekistan. The Company will be responsible for the cotton farming scheme and will
borrow money from international financial organisations (IFIs) to finance the Project.
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Project Party Role

European Bank for The EBRD is an international financial organisation who intends to provide co-financing of the
Reconstruction and cotton farming project and the portion of the working capital of FE “Indorama Agro” LLC
Development (EBRD)

International Financial IFC is an international financial organisation who intends to co-finance the cotton farming project
Corporation (IFC) investment.

Mott MacDonald Limited (MML) MML is acting as the Independent Consultant and is undertaking an Environmental and Social

Impact Assessment for the Project with support provided by the local environmental consultancy,
Ecostandart Expert (jointly referred to as the Consultant).

Ecostandart Expert Ecostandart Expert is local consultancy commissioned by MML to support collection of the E&S
baseline, including water and soil sampling and testing, complete necessary environmental
surveys, advise on national compliance and facilitate stakeholder consultation and information
disclosure as part of the ESIA process.

Source: Mott MacDonald

Other parties will be selected and involved in the Project preparation during the design and land
development/construction phases of the Project.

Project Financing

The European Bank for Reconstruction and Development and International Financial Corporation (jointly
referred to as International Lenders), are considering providing long-term financing to help the Company in
establishing modern cotton production to supply non-contaminated raw materials to the Sponsor’s existing
spinning facility in Kokand operated by FE “Indorama Kokand Textile” JSC The financing is expected to cover
the Projects’ investment in agricultural machinery, buildings, ginning facilities, land redevelopment and
irrigation. The EBRD also considers financing a portion of the working capital requirements of the Company.

Need for the Project

Cotton farming plays a crucial role in the economy of Uzbekistan. Currently the Government of Uzbekistan
(GoU) is putting efforts in restructuring the cotton sector and improving cotton fibre production and processing
with the target to abandon the export of cotton fibre that will eventually be replaced with finished products.
Cotton farming clusters are being established across the country to enable the cotton sector investors and
manufacturers to get access to high-quality cotton raw materials.

One of the governmental priorities is to extensively involve the private sector in cotton farming to reduce the
role of the State in the agricultural production, stimulate direct investment, introduce effective methods of cotton
farming, promote deep processing technologies and increase productivity and wages in the agricultural sector.
The key driver for making this happens is privatisation of the cotton sector of Uzbekistan by allowing
international business to become a key player in the cotton market. The Project forms a significant component
of this country-wide privatization process and is designed in part to support the GoU in undressing issues of
child and forced labour in the cotton supply chain specifically during harvesting in labour-scarce regions like
Syrdarya with high risk of forced labour.

The International Labour Organisation (ILO) has been implementing a comprehensive Decent Work Country
Programme with Uzbekistan since 2014 that deals with employment and recruitment policies, labour inspection
and administration, labour law, occupational safety and health, social dialogue and strengthening trade unions
and employers’ organizations. The Project will be able to add value in positive developments of this reforming
agenda establishing full-time, decent jobs in the international company, promoting good labour standards and
implementing international best practices by insisting on decent work principles in the entire cotton supply
chain.

The Project will be able to respond to the governmental initiative and contribute to implementation of the 2020-
2024 National Strategy for Developing Textile, Garment and Knitwear Goods Industry in Uzbekistan. The
Project will grow and supply cotton for processing at the spinning facility in Kokand which produces compact
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combed cotton compact yarn and open end cotton yarn with more than 90% to be exported to Latin America,
Europe, Bangladesh, Commonwealth of Independent States (CIS) and Turkey.

The Project will also bring strong added value and know-how to the country in terms of transforming the current
farming practices, establishing good industry practice and enabling the country to reach world markets, which
have not been accessible until now.

Alternatives Considered

Kashkadarya and Syrdarya regions of Uzbekistan have been selected by the GoU for the Project as
traditionally specializing in the cotton sector. Indorama with the support from IFC, completed a Feasibility Study
in 2018 to confirm that the proposed regions are optimal for cotton farming, understand local advantages and
disadvantages and select districts for cotton farming.

The Feasibility Study considered and assessed the climate and soil conditions, rotation crops farmed, cotton
varieties, vegetation periods, soil salinity issues, access of water resources and availability of local workforce.

Based on recommendations of the Feasibility Study four districts have been selected for cotton farming: Kasbi
and Nishon both located in the southern part of Kashkadarya region and Oqoltyn with adjacent Sardoba district
in the old irrigated zone of Syrdarya region.

“No Project” alternative has also been considered in two main scenarios. The first option includes continuation
of the status quo when private farms will continue operation on leased land although this scenario appears to
be unlikely due to the widespread reform of the cotton sector in Uzbekistan. The second option suggests that
an alternative organisation would take the opportunity to develop the cotton clusters in line with GoU policy. In
this scenario, the alternative organisation could potentially proceed with funding from sources other than
International Finance Institutions, possibly from a bi-lateral source. Both alternatives would not satisfy the wider
objectives aimed at the sustainable development, benefit sharing and reforming the cotton sector of the
country. Not developing the Project would result in the benefits noted above not being realised. Furthermore,
lack of capacity (that the Project intends to build up) to control the entire cotton supply chain will not enable
Uzbek cotton reach world markets, which have not been accessible until now.

Project Land Acquisition and Displacement Compensation
In August 2018 the GoU has made a decision’ to allocate land to the Project in two phases:

e Phase | (completed) — Land in Syrdarya and Kashkadarya regions
e Phase Il (to be completed before 2023) — Land in Fergana and Jizzakh regions.

The Phase | land re-allocation process was completed in December 2018. During Phase 1, the Project leased
54,196 ha of cotton land in Kashkadarya and Syrdarya regions using land lease agreements (LLA) between
the Company and respective districts hokimiyats for 49 years. All land parcels allocated for the Project in
Phase | were brownfield sites with a long track record of cotton and wheat cropping, though a number of
parcels were not farmed in recent past due to degradation of various farming infrastructure and soil due to
neglect and poor repair and maintenance. They were previously leased as individual cotton farms and as such
treated as legal entities in Uzbekistan. Before the Project 2,897 cotton farms operated in the Project footprint.
In total 1,155 cotton farms were approached by the Government in the land acquisition process and 1,068
farms agreed to terminate their LLAs while 87 farms decided to continue their own operation. The lands
acquired via LLAs were consolidated in 22 cotton farming sub-districts in Nishon, Kasbi, Oqgoltyn and Sardoba
districts based on the existing farming sub-district arrangements. The Project does not involve any physical

' Decree of the Cabinet of Ministers of Uzbekistan No.632 of 08.08.2018 “On Measures to Establish a Modern Cotton and Textile Production by
Indorama (Singapore) in the Republic of Uzbekistan”.
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displacement as the land allocated to the Project has always been used for farming operations and does not
accommodate any houses.

In Phase Il, the Project will acquire more land in two other regions of Uzbekistan: neighbouring Jizzakh region
and Fergana region. This land acquisition is likely to be completed before the end of 2023. No details of the
Phase Il land acquisition were available at the time of writing the ESIA Report. Phase Il land acquisition for the
Project will be undertaken after consultation and discussions of the Company’s proposal with the regional and
district hokimiyats. Due to high level of uncertainties with the land acquisition process at Phase Il, Fergana
and Jizzakh regions were scoped out of this assessment meaning that this ESIA Report will need to be updated
during Phase Il land acquisition.

Phase | farmers who agreed to terminate their respective LLAs (1,068 farmers in total) were offered to join FE
“Indorama Agro” LLC and work full time based on long-term labour contracts. Approximately 45% of the
farmers (or 481 people) who terminated their LLAs agreed to join FE “Indorama Agro” LLC and are now working
in the Company.

The Government representatives (namely the Hokimiyat) provided no cash compensation for the transfer of
land of the farms from LLAs to the Company, because they considered that provision of land was willingly
done (namely that it is considered ‘voluntary’ via the legal framework). In addition to offering permanent jobs,
the Company provided cash compensations to 82 farms in Syrdarya region for land cultivation works (for
instance, excavations and drainage works) completed on land parcels that were reallocated by the
Government to the Project. Compensation was estimated based on the market price of cultivating 1 ha of land
and market price of diesel fuel and paid in cash to 35 farmers in Sardoba district and 47 farmers in Ogoltyn
district.

While there were efforts to avoid structures by keeping the footprint with the farmer it was realised that they
were not of use being surrounded by or in the immediate vicinity of the Project making the structure not useful,
the Company informed in December 2019 that they will now enter into negotiations to compensate for the
purchase of these buildings. There are about 50 maintenance buildings, structures and sheds in Syrdarya
region that are in the inventory. The Company is committed to compensate farmers at replacement cost in
cash for the loss of these assets, provided these structures have been legally construction as per the provisions
of the local legislation.

Affected farms were allowed to harvest their crops to prevent any loss of crops as a result of the land
reallocation process.

Social Impacts

A major adverse impact is associated with land use changes and economic displacement of local farmers
engaged in the cotton farming business with limited skills and resources for coping. Moreover, there are limited
alternative employment or business opportunities for cotton farmers in their local area and people seeking for
jobs have to migrate to other regions or countries. A Livelihood Restoration Plan is being developed in line
with the applicable international requirements to identify and implement livelihood restoration strategies and
avoid impoverishment of affected farmers. This will reduce the major adverse impact of land use changes and
economic displacement to moderate or minor adverse and will propose a monitoring mechanism to measure
improvements.

The Project has offered temporary employment opportunities for the directly affected communities (ACs)
during construction. These opportunities are partly realised and assessed to be minor to moderate in
significance and is the primary beneficial effect of the Project during the construction phase.

The land development, preparation and construction phase of the Project will be associated with potential risks
on construction workers and communities. A moderate unmitigated risk of the Project is associated with the
potential impact on workers’ health, safety, wellbeing and labour rights during construction that will last
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approximately five to seven months. These risks will be mitigated through implementation of the Environmental
and Social Management Plan (ESMP) and other social management sub-plans, policies and procedures of
the Project incorporated in the ESMP including contractor’s supervision of the EHS, labour and social practices
on Project sites, enforcement measures in the contractor’s contracts allocating sufficient EHS, labour and
social resources to manage and monitor contractors’ performance.

Beneficial impacts predicted for the Project’s operation phase will be associated with the recruitment, supply
chain management, capacity building, and procurement of goods, works and services for the Project.

Operation employment opportunities are associated with new skilled jobs created by the Project in the
agricultural sector in Kasbi, Nishon, Sardoba and Oqoltyn districts as well as administrative jobs in the city of
Tashkent. The Project will recruit more staff to manage two gin plants in Kasbi and Sardoba districts, farm
depots across the Project area and two residential complexes in the cities of Gulistan and Karshi which are
currently under construction. The Project will also retain seasonal jobs for cotton chipping via the Company as
well as permanent and seasonal jobs via contracted farms. Although there will be a net loss in the total number
of jobs, the lost jobs are seasonal and there will be a net increase in permanent highly skilled opportunities.
Therefore overall, the long-term change in employment as a result of the Project has been assessed to be a
beneficial impact of minor to moderate significance

A major beneficial impact is predicted in respect of improvements in labour conditions in the Project supply
chain through adherence to ILO standards, Better Cotton Initiative (BCI) principles of sustainable cotton
farming and decent work, introduction of best practices and implementation of Sustainable Cotton Standards
System including across the Project primary supply chain (contracted farms).

Beneficial impacts related to training, skills improvement and know-how transfer are predicted to be moderate
to major insignificance and will affect employees of the Company, contracted farms and their farm workers,
young adults and women in the affected communities.

The localised economic development impact is assessed to be of minor to moderate significance for the
affected communities and local suppliers/businesses who may potentially benefit from the Project.

The major adverse impact of livelihood changes and loss of income has already started affecting unemployed
farmers and farm workers and seasonal workers traditionally specializing in the cotton weeding and picking.
The intended mechanisation of the cotton farming operations and new farming techniques will exacerbate this
impact which will be mitigated through the livelihood restoration measures the Company is committed to
implementing under the Project LRP and stakeholder engagement activities. Given that the Project area is
among the region impacted by forced labour due to mobilisation of workers from non-farm sector, the
mechanisation brought about by the Project will reduce the pressure on mobilisation of non-farm workers while
protecting the voluntary farm workers and the farming activities by independent farmers will continue with
traditional farming techniques without the advanced mechanisation footprints of the Project. The balance
between relatively smaller area covered by the Project as compared to a larger area being farmed by
independent farmers in the Project districts will moderate the impact of job losses due to mechanisation.

The unmitigated risk of child labour and forced labour associated with the cotton supply chain is estimated to
be moderate taking into account the historical issues associated with the use of child labour and forced labour
in the cotton sector of Uzbekistan and given recent improvements achieved by Uzbekistan in collaboration
with the international community. As the Project is engaging local farmers in the Project supply chain, stringent
management, monitoring and reporting arrangements have been recommended by the assessment and will
also involve Project engagement with key stakeholders, non-governmental organisations (NGOs), civil society
organisations (CSOs), human rights activists, the Government and other projects in their joint efforts of
establishing sustainable cotton production practices based on the decent work principle and best international
practices in the cotton farming sector. Should these measures be implemented the Project will be able to
address the issue of forced labour and child labour at least in the Project coverage area in Syrdarya and
Kashkadarya regions of Uzbekistan. A cumulative effect is predicted for the Project which is associated with
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the sector industrialisation resulting from operation of other five clusters in the Project wider Aol, construction
of processing (gins) and manufacturing (weaving, knitting and garmenting) facilities and replacement of low-
paid seasonal jobs by skilled full-time jobs in the cotton clusters and new processing and manufacturing
facilities.

Unmitigated localised community disturbance impact is predicted to be negligible to minor during operation
and will be addressed through preparation of the Traffic Management Plan (TMP) to reduced safety of
vulnerable road users on the local roads and residents affected by operations.

The occupational health and safety (OHS) risks related to the Project will be associated with the operation of
the Project key components and unmitigated risks are predicted to be moderate. However, there are well-
known measures to mitigate OHS risks. Similarly, the operation phase of the Project may potentially pose a
risk to community health, safety, security and wellbeing from the use of machinery and vehicles; and
transportation, storage and use of hazardous substances. These risks can be easily mitigated or prevented.

Adverse impacts of the closure and decommissioning phase will be associated with loss of employment
opportunities, repurposing residual facilities and remediating land. Taking into account that the Project lifetime
is at least 49 years, such a future scenario makes it difficult to produce an accurate and meaningful prediction
of impacts significance and their effects.

The SIA concludes that in terms of socio-economic and community impacts and effects, the Project has the
potential to be of moderate to major beneficial significance to the local communities and the regions. The
negative social impacts are identifiable and have mitigation measures that are recognised and effective.

Environmental Impacts

No significant adverse impacts on the air quality have been identified during the ESIA study. Only works
associated with spraying of fertilizers and pesticides with a risk of inhalation of aerosols are considered to be
a significant risk for the workers’ health. These works will require implementation of special management and
control measures. These have been identified and included within the Project's ESMP.

The potential impact of historical pollution of soil with fertilizers and petroleum products and high mineral salt
content is expected to be moderate beneficial as ploughing and leaching of soil of medium sensitivity will
improve the soil structure and permeability and will support washing-out of the accumulated pollutants by
drainage water.

The main potential contamination impacts for the Project are associated with the use, transport and storage of
hazardous materials, and disposal of pesticides and fertilizers remains. Pollutants associated with the Project
activities include oil, fuels, pesticides, fertilizers, and other chemicals related to the plants care, such as those
for cotton defoliation. Impacts may be a result of leaks and spills from the storage tanks, losses during
transportation, usage of excessive volumes of chemicals during plant care activities and inappropriate way of
remains disposal.

The current irrigation water consumption in the Project areas is about 3,000 m3 per 1 ton of raw cotton. It is
expected that improvements brought about by the Project will help to reduce water demand for cotton
production by 30%, and further reduction of 20% will be achieved through cutting down water losses caused
by poor state of the irrigation systems.

The Project provides for the following improvements that will result in overall reduction of water consumption
from 3,000 m? to 2,000 m3:

e Laser levelling of fields (expected reduction of water consumption by 20%)
e Improved irrigation and water delivery infrastructure will decrease water transmission losses
e Improvement of drainage systems will decrease soil salinity thus reducing the water use for soil leaching
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e Pivots and laterals with targeted water applications will reduce water usage

e Improved irrigation scheduling will help to avoid excessive and deficient irrigation of crops
e Improved soil organic matter will increase soil water holding capacity

e Reduced salinity of soil will result in lower / eliminated water applications for leaching.

In addition, drainage water reuse for irrigation is being considered as in due course it is expected that with
improved melioration management the soil salinity will reduce allowing irrigation tail water to be recycled thus
further optimising water use. Drainage water is monitored for quality (mineral content) and availability. The
Company will use the monitoring data and assessment of drainage water reuse efficiency to make a decision
about potential recycling schemes. Therefore, considering that irrigation water is supplied to the Project area
from reservoirs rather than straight from the rivers, and that the Project cropland makes up about 5% of
irrigated land in Kashkadarya Region and 28% of irrigated land in Syrdarya Region, the Project impact on the
Amu Darya River due to reduction of water abstraction for irrigation can be assessed as negligible beneficial
and as minor beneficial for the Syr Darya River.

It is important to highlight the risks of uncontrolled application of pesticides and fertilizers in the fields, and the
risks of excessive soil leaching which may result in pollution of drainage water and recipient water bodies.
Increased levels of salts and pesticides will affect biocoenoses in the drainage canals which provide habitat
for multiple plant and animal species and serve as forage areas for birds of prey. Given the poor initial quality
of water in the Kashka Darya River and Deuhana Lake, sensitivity of these receptors to the pollution impact is
assessed as medium. The impact on receptors caused by potential increase of salt and agrochemicals levels
in drainage water due to reclamation and leaching of abandoned and salinised fields at the initial stage of the
Project operation is assessed as significant adverse, with a trend toward reduction to minor, provided that a
reasonable approach is adopted for application of fertilizers and pesticides.

Throughout the Project operation, workers will contact irrigation water and drainage water that may carry
biological hazards such as helminthic and acute intestinal infections. This is due to the fact that local
communities use water distribution and drainage canals for livestock watering and dipping. The magnitude of
occupational health impact is assessed as major and the significance of the impact is assessed to be major.

The Aidar-Arnasay lake system being a key ornithological area features a high sensitivity, therefore, impact
on this receptor is assessed as major adverse at the initial stages, with a trend toward reduction to moderate
or minor, provided that a reasonable approach is adopted for application of fertilizers and pesticides.

Two Uzbekistan Red Data Book species were recorded within the Project zone of influence (Zol): Ficus carica
and Platanus acerifolia. Their presence was recorded in the Project area. The direct impact will consist in
removal of these trees during the upgrading of existing irrigation and drainage system and change of fields
configuration. These species are considered to be of medium conservation value. Impacts of the works are
considered to be minor adverse in magnitude; therefore, if all trees across the Project territory are to be saved,
the effect is minor adverse and negligible.

Potential hazardous materials and wastes may include: pesticides, fertilizers, oils and solvents waste,
contaminated packaging, cleaning materials, contaminated soils (potentially from leakage and spillage), used
batteries, mercury lamps. Management of these hazardous substances, particularly handling and final
treatment or disposal options will require close consideration. Specific details of such waste management
plans will be prepared as part of design and construction documentation.

Mitigation and Enhancement Measures

A comprehensive Environmental and Social Management Plan has been developed as an integral part of the
ESIA Report to guide mitigation of all potential significant and insignificant impacts and risks identified for the
Project. The ESMP covers all phases of the Project lifecycle and considers opportunities for enhancement of
the Project benefits. Summary of social mitigation and enhancement measures is provided in the table below:

42484104 |H | | 16 December 2020



Mott MacDonald | Uzbekistan: Cotton Farming Project 11

Volume Il - Impact Assessment

Type of mitigation / Enhancement

Provisions to Address Socio-Economic Impacts

Embedded mitigations

o Project commitments to workers’ rights established within the Project
documentation, including contracts with all contractors and their sub-
contractors

e Modifying procurement practices to support local suppliers and services
providers

Assigning community liaison officer responsibilities

Building accommodation and staff facilities to international standards
Training sessions, knowledge sharing and improvement of skills
Optimising housing accommodation design and management

Mitigation of significant effects

o Introduction of management systems in the Company (occupational health
and safety, environment and quality management) to international standards

e Monitoring of implementation of Project commitments to workers’ rights

o Workers’ Code of Conduct established by the contractors at the Project
construction phase and in the Company for the staff and contracted farmers

o Regular toolbox talks by all contractors and sub-contractors regarding Project
commitments to worker’s rights, the Workers’ Code of Conduct and
occupational health and safety plans and procedures

e Assigning Project EHS Officers

e Assigning Labour and Social Officers

o Better Cotton Initiative certification

e Project focus on OHS with appropriate planning, procedures and training
o Drills on emergency preparedness and response plans at the gin plants
o Staff grievance mechanism

[ ]

Training of all international workers in cultural sensitivities of Uzbek
communities (via brochures)

e Developing Project monitoring programme for the cotton harvesting season
o Collaboration with the third-party monitoring missions

e Training and capacity building of farmers and suppliers in eliminating child and
forced labour

e Establishing a public grievance mechanism
o Engagement with key Project stakeholders

o Keeping records and reporting on mitigation measures for significant adverse
effects

Mitigation of insignificant effects

e Toolbox talks for safeguarding personnel and property

e Training of security staff in human rights, use of forces, security plan,
emergency preparedness and incident reporting

o Community health, safety and security awareness leaflets
e HIV/AIDS awareness raising sessions

e Ongoing consultation and information disclosure

e Fencing and signage around site perimeter

e Annual reporting

o Retrenchment planning in decommissioning

Enhancement

o Project Recruitment Policy stating a requirement to prioritise local employment
(this will also be reflected in contractor’s employment policy) especially for
young adults and women

e Human Rights Policy that prohibit discrimination of any kind, child and forced
labour and promote equal opportunities for the workers

e Training and Mentoring Policy

o Personal development reviews to assess staff achievements and allow carrier
goals to be planned and supported by the management

e Training centre for operators to secure a pool of skilled workers to operate
Project facilities for the lifetime of the Project
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Type of mitigation / Enhancement Provisions to Address Socio-Economic Impacts

e Project Procurement Policy to promote procurement of local services, goods
and works

e Establishing targets for engaging local female-headed businesses and female
farmers

e Community Development Programme
o Advertising opportunities and describing recruitment process to the ACs

e Special measures to promote employment and other benefits to young adults
and women

For the full detail of mitigation and enhancement measures refer to Volume IV of the ESIA Report.

Monitoring and Reporting

EBRD and IFC require internal monitoring and external or independent monitoring of all Category A projects
or projects with significant impacts.

FE “Indorama Agro” LLC will monitor implementation of the mitigation measures provided in the ESMP and
compliance with the national requirements at all levels of corporate responsibility. The Company will report on
environmental and social performance of the Project to the International Lenders and key Project stakeholders
twice per year during the development/construction phase and annually during the operation phase.

Project Commitments

The Project will deal with any land acquisition and associated displacement issues in compliance with the
applicable international standards and best international practices.

The Project has strong commitments to safeguarding workers’ rights and achieving compliance with the
applicable national and international requirements and International Labour Organization fundamental
conventions through all phases of the Project lifecycle.

The Project will base employment decisions on principles of non-discrimination and equal opportunity, in
particular fair and equal pay, especially for women carrying out the same work as men.

The Project will ensure that workers are not charged fees to gain employment on the Project.

The Project will observe statutory labour requirements of Uzbekistan including establishment of a labour
grievance mechanism and the minimum age for employment

The Project commits to meet international standards related to paying all wages, including bonuses and
premium pay for overtime work, to all employees in a timely fashion and in a manner consistent with ILO
Convention 95.

The Project will ensure that all workers continue to be paid during any periodic maintenance outage periods.

The Project will ensure acceptable conditions of work including by observing national statutory requirements
related to minimum wages and hours of work.

The Project commits to ensure rigorous standards for occupational health and safety are in place.

The Project commits to monitor the contractors in safeguarding their workers’ rights and providing safe
conditions for work and accommodation.

The Project is committed to prevent any forms of child labour and forced labour in the Project supply chain or
any other operations it will be dealing with.

The Project will promote and support the right of workers for association ad collective bargaining.
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The Project will collaborate with the GoU, international organisations, NGOs and local activists in building up
a sustainable cotton standard system based on key BCI principles across the Project direct and indirect farming
operations.

The Project is committed to share benefits through provision of support, training and jobs to farmers and local
communities and promoting participation of women in the cotton farming business and their promotion to
management roles within the Company.

Project Contact Details

Contact details for enquiries on this ESIA are given in the table below.

Table 0.1: Contact details for enquiries on the ESIA documentation

Project Proponent Information

Name of Company: FE “Indorama Agro” LLC

Address: No.11/1, Amir Temur Ave., Mirobod District, Tashkent
Name of the Contact Person: Mr. Amit Jain — CEO, FE “Indorama Agro” LLC
Telephone: Tel: +998 909 630 155

E-mail: a_jain@indoramaglobal.com

Website: http://www.indorama.com/

Other locations to request hard copies of the full ESIA documentation

Karshi office of FE Indorama Agro Mr. Ravshan Tadjiev
Tel: +998 905 066 863
Email: rtadjiev@indorama.uz

JSC Kasbi Paxta Tozalash Muglon, Qashgadaryo Region
Republic of Uzbekistan

Syrdarya office of FE Indorama Agro Mr. Jasur Khusankhodjaev
Tel: +998 998 212 000
Email: jkhusankhodjaev@indorama.uz

Sardoba Gin in Oqoltyn district Sardoba city,
Gulistan-Gagarin Main Road
Zip code 120500

EBRD Resident Office in Tashkent Tel: +998 78 140 44 00
3rd floor, Banking Association of Uzbekistan
1, Qoratosh Street, Tashkent, 100027
Republic of Uzbekistan

For environmental, social or general enquiries please contact FE Indorama Agro LLC via:

Ms. Khusnora Tukhtapulatova

11/1 Amir Temur Avenue, Mirobod District, 100100 Tashkent, Republic of Uzbekistan
Tel: +998 71 2332264

Fax: +998 71 2332270

E-mail: Info@indorama-agro.com

www.indorama-agro.com
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1 Project Description

1.1 Project Location and Footprint

The Project is located in Kashkadarya and Syrdarya regions of Uzbekistan in the basins of Kashkadarya and
Syr Darya Rivers respectively which are fed by fresh water from Pamir Mountains glaciers. These two regions
are characterised by a developed agricultural sector and extensive irrigation systems for the cropping areas.
Map 1.1 below demonstrates the location of the Project areas.

Map 1.1: Project location
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The Project involves two cotton farming schemes: direct farming and contract farming. Direct farming is a
scheme of farming cotton which is directly managed by FE “Indorama Agro” LLC. This document refers to land
acquisition for direct farming. Contract farming is a scheme whereby the Company engages local cotton farms
to grow and deliver harvested cotton to the Company via supply contracts for processing. This document refers
to supply chain land for contract farming.

In Uzbekistan, a farm is a legal entity for the production of agricultural products and other agricultural activities
and operating leased land?®. In August 2018 the GoU made a decision to provide land and farms to the Project
through the signing of Decree of the Cabinet of Ministers of Uzbekistan No0.632 of 08.08.2018 “On Measures
to Establish a Modern Cotton and Textile Production by Indorama (Singapore) in the Republic of Uzbekistan”.
This Decree states that the land will be transferred to Indorama, a private company, for the purpose of socio-
economic development, land acquisition. Hence, the land acquisition is a form of land expropriation for the
state and public needs, organised by the Government via the regional and district hokimiyats.

The sections below detail land acquisition for direct farming, the use of supply chain land by contract farms,
land already acquired by the Company, the approach taken to land acquisition, and a summary of farms
affected, compensation provided and assets to be compensated in the future.

2 RoU Law on Lease No.427-XIl of 19.11.1991.

4248404 |H| |16 December 2020



Mott MacDonald | Uzbekistan: Cotton Farming Project 15
Volume Il - Impact Assessment

1.1.1 Land Acquisition for Direct Farming

Land acquisition for the Project was planned for two phases:

e Phase | (completed in 2018) — Land in Syrdarya and Kashkadarya regions
e Phase Il (to be completed before 2023) — Land in Fergana and Jizzakh regions.

The direct farming footprint extends to four administrative districts in Kashkadarya and Syrdarya regions. The
Project established 22 cotton farming sub-districts to facilitate and manage farming operations across a total
area of 54,196 ha in Nishon, Kasbi, Oqgoltyn and Sardoba as detailed in Table 1.1.

Table 1.1: Summary of Phase 1 direct farming land acquired for the Project in 2018

Region District Sub-districts Allocated land, ha
Kasbi 4 13,088
Kashkadarya
Nishon 9 14,549
Oqoltyn 5 12,770
Syrdarya
Sardoba 4 13,789
Total: 22 54,196

Source: FE “Indorama Agro” LLC

The Project’s direct farming in Kashkadarya region covers a total area of 27,637 ha in Kasbi and Nishon
districts (Map 1.2).
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Map 1.2: Project footprint in Kashkadarya region of Uzbekistan
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Source: Mott MacDonald based on information provided y FE “Indorama Agro” LLC

The footprint of the direct farming scheme in Syrdarya region extends to a total area of 26,559 ha in Oqgoltyn
and Sardoba districts (Map 1.3).

42484104 |H | | 16 December 2020



Mott MacDonald | Uzbekistan: Cotton Farming Project 17
Volume Il - Impact Assessment

Map 1.3: Project footprint in Syrdarya region of Uzbekistan

-,
Source: Mott MacDonald based on information provided by FE “Indorama Agro” LLC

Two gin plants will be constructed by the Project to produce cotton fibre and supply it to the existing spinning
facility in Kokand operated by FE “Indorama Kokand Textile” JSC. Indorama purchased this land in addition to
the direct farming land. There is also a transmission line which requires land. The old gin and cotton storage
area had a substation as does the neighbour community, so no land has to be acquired for the substations.

1.1.2 Supply Chain Land for Contract Farming

In addition to direct farming which uses Company employees and is discussed above, contract farming was
initiated by FE “Indorama Agro” LLC in 2019 to support local farmers. This approach was launched in Kasbi
district. For supply chain land, engagement with local farmers resulted in 394 supply contracts signed with
existing cotton farms in Kasbi. In 2019, the contract farming in Kasbi covered a total area of 12,536 ha as
summarised in Table 1.2 below. In 2020, contract farming will be extended to Nishon district.

4248404 |H| |16 December 2020



Mott MacDonald | Uzbekistan: Cotton Farming Project 18
Volume Il - Impact Assessment

Table 1.2: Contract farming in Kasbi district

No. Sub-districts Contracted Farms Producer Units (PUs) Cotton Area, ha
1. Kashkadaryo 58 PU-1 2,053
2. Pakhtakor 24 (82 farmers / 2,662 ha) 609
3. Galaba 52 PU-2 1,829
4. T. Malik 35 (118 farmers / 3,893 ha) 1,004
5. M. Ulugbek 18 672
6. Talishbe 13 388
7. Maymanoq 40 PU-3 1,373
8. Komilon 44 (84 farmers / 2,574 ha) 1,201
9. A Navoi 58 PU-4 1,435
10. Sh. Rashidov 44 (110 farmers / 3,408 ha) 1,973

TOTAL 394 4 Producer Units 12,536

Source: FE “Indorama Agro” LLC

Indorama-contracted farms are receiving financial support (pre-financing, seeds, fertilizers, defoliant and
chemicals) that covers 60% of a contracted farm costs, continuous agronomic support and training, and in
return will deliver cotton to Indorama at a price no less than the price set by governmental gins. Each contracted
farm is owned and managed by the head of the farm (hereinafter jointly referred to as the contract farmers).

The contract farming area is divided into producer units (PU), each responsible for two to four cotton farming
sub-districts managed by one PU Manager who reports directly to the Sub-district Manager. PU Managers are
supported by local agronomist to collaborate and assist local farmers on a day-to-day basis.

While contract farming currently engages 394 farms in Kasbi, in the future expansion of supply chain land may
reach approximately 900 farms covering a total land area of 23,000 ha in 2020 (refer to Table 1.3 for details).

Table 1.3: Expansion of the contract farming footprint, two-year outlook

Period Contracted Farms Cotton Area, ha Engaged Farm Workers
2019 394 12,536 1,299
2020 900 23,000 2,500

Source: FE “Indorama Agro” LLC *Estimated

1.1.3 Land Already Acquired for the Project (Phase I)

The Phase | land re-allocation process was started in August 2018 after a decision to allocate the land to the
Company was taken by the Cabinet of Ministers of Uzbekistan through a decree®. By December 2018, the
Project had acquired 54,196 ha of cotton land in Kashkadarya and Syrdarya regions (27,637 ha and 26,559
ha respectively) using land lease agreements (LLA) between the Company and respective districts hokimiyats
for 49 years.

All land allocated for the Project are brownfield sites having a long track record of cotton and wheat cropping.
The land was never used for horticulture or livestock farming and therefore the Project will not disturb the
existing grazing or fodder lands used by neighbouring households or communities for livestock farming. The
overview of land (including irrigated land) acquired by the Project in each district is provided in the table below.

% Decree of the Cabinet of Ministers of Uzbekistan No.632 of 08.08.2018 “On Measures to Establish a Modern Cotton and Textile Production by
Indorama (Singapore) in the Republic of Uzbekistan”.
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Table 1.4: Phase 1 land acquisition by region, district and sub-district

19

Region District Sub-districts Total Allocated Irrigated  Poor Condition
Parcels Land, ha land, ha Land, ha
Beruniy 191 4,267 4,089 191
Navrus 186 3,846 3,711 -
Kasbi Pakhtakor 56 1,054 1,027 -
Khujakulov 195 3,921 3,783 -
Sub-total 628 13,088 12,610 191
Nurli Kelajak 145 1,748 1,467 75
Uch Mula 80 871 871 93
Kashkadarya Shirinobod 75 471 431 41
Oydin 190 1,878 1,623 647
A. Qodiriy 205 2,122 1,919 314
Nishon
Hamza 145 1,983 1,864 593
Gulistan 290 2,373 2,085 281
Turkmenistan 228 2,421 2,166 228
Samargand 57 683 608 74
Sub-total 1,415 14,549 13,001 2,347
Total in Kashkadarya region: 2,043 27,637 25,611 2,538
Sardoba 207 2,805 2,329 273
Musamukhammedov 125 1,005 810 55
Q. Ukuboev 123 2,592 2,476 51
Ogoltyn
A. Toirov 201 2,978 2,841 289
Z.M. Bobur 173 3,390 3,144 279
Syrdarya Sub-total 829 12,770 11,601 947
Istiglol 112 2,147 2,060 99
Sh. Rashidov 301 4,440 4,206 -
Sardoba T. Malik 301 5,439 4,910 527
G. Gulom 123 1,762 1,650 82
Sub-total 837 13,789 12,825 709
Total in Syrdarya region: 1,666 26,559 24,426 1,656
Grand Total Project 3,709 54,196 50,037 4,194

Source: FE “Indorama Agro” LLC

Land plots received by the Project were consolidated into 22 cotton farming sub-districts (as detailed in Table
1.4) based on the existing administrative arrangements in each district.

1.1.4

Land to be Acquired for the Project (Phase Il)

The Project will acquire more land to expand the footprint in two regions: neighbouring Jizzakh region and
Fergana. No details of the Phase Il land acquisition and regions were available at the time of writing this ESIA
Report. After consultation with regional and district hokimiyats, it is planned for Phase Il land acquisition to be
completed before the end of 2023. Mitigation through the existing resettlement management instruments will

align the Project with the applicable international requirements.
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1.1.5 Description of the Approach for the Completed Land Acquisition Process (Phase I)

The land acquisition processes to date have been managed by the district hokimiyats in compliance with the
national land laws and regulations* and based on the Decree. Refer to Chapter 2 for details on the national
legislative framework.

After the Decree, district hokimiyats made their decisions whether to use legal channels to expropriate or
negotiate settlement with farmers willing to terminate their land lease. They selected the latter approach. To
date, the court system has not been used to legally acquire any land through expropriation processes, even
though this was and is an option. To date, there have been no disputes requiring legal intervention. To date,
all land for direct farming has been acquired through negotiations with farms to terminate early their previous
LLAs. In all Project districts hokimiyats negotiated with the affected farms with LLAs to terminate their rights to
lease land plots so the Project could use the land for direct farming. Farmers willingly agreed to the termination
during the negotiations, often ignoring or not requiring the three-month written notice before termination as set
out in Clause 20 of the LLAs. The process is legitimate but does create a potential risk for district hokimiyats
of a legal argument by former LLA Farm Manager about not the notification procedure. The possibility of this
risk is only valid during the three-year period which is allowed by law (period of limitations®). However, all of
the LLAs were signed in late 2018 so one year has passed, and to date there have no court cases. The risk is
to the district hokimiyats, not to the Company.

Willing termination of the LLA (considered ‘voluntary’ and allowed in Article 32 of the RoU Law on Farms) does
not envisage any compensation of losses or damages (including lost profit) to the affected farms. If farms do
not willing terminate LLAs and they require court intervention through a land expropriation process, then there
is an obligation to pay compensation to tenants for their losses or damages, including lost profit (Articles 41
and 86 of the RoU Land Code). To date, hokimiyats have not paid any cash compensation for land reallocated
to the Company.

In the process of land reallocation, the district hokimiyats had to provide a reason for the transfer from farms
to the Company. All four districts indicated willingness to terminate LLAs as a reason. Of the four districts,
Kasbi was unique in that it put forth an additional argument of optimisation of the of the size of the farm’s land®.
Optimisation generally includes some reduction or expansion to the size of the land plot. There is small
possibility that farmers could go to court to regain their land by stating the reason of land optimisation was not
correct. As above with the risk related to procedures, the risk is with the district hokimiyats and not the
Company, and again since late 2018 not court cases have yet been launched.

1.1.5.1 Guiding Principles and Selection Criteria for Land Acquisition

Preliminary land selection in the Project districts was completed by the Company in close collaboration with
the district hokimiyats using the following general principles:

Prevent or avoid any displacement
Protect farmers’ rights

Consult and negotiate
Compensate

Manage grievances

ARl S

4 RoU Land Code (Articles 5, 36, 37, 38). RoU Civil Code (Articles 382 and 384), RoU Law “On Farms”, RoU Law “On Lease” (Article 13), Regulation on
Farms Land Optimisation and Liquidation Procedure (adopted by Decree of the Cabinet of Ministers of the Republic of Uzbekistan No.22 of 31.01.13),
Regulation on Land Allocation Procedure for Long-Term Land Lease by Farms (approved by Decree of the Cabinet of Ministers of the Republic of
Uzbekistan No.476 of 30.10.2003).

Article 150 of the Civil Code
Clauses 4 and 9 of the Regulation on the Farm and Optimisation and Liquidation Procedure annexed to Decree of the RoU Cabinet of Ministers No.22
of 31.01.2013 “On Approval of the Regulation on the Farm and Optimisation and Liquidation Procedure”
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The land acquisition process tried to avoid as much as possible any farm maintenance buildings, structures
and facilities. During the land selection process, the Company jointly with IFC Agri Advisory team visited each
parcel to make sure that no buildings, structures or facilities are located on land that was to be acquired by the
Project. When the presence of structures or facilities was identified, the Company held consultations with the
district hokimiyats to replace such land parcels and carve them out of the footprint. Because of the latter
activity, some buildings and structures have been left alone with little utility among larger pieces of land used
by the Company so there has been a recent decision to look at purchasing them with appropriate compensation
(see Sub-section 1.1.8 for further details).

Following the pre-selection of land parcels, the district hokimiyats held general meetings with the farmers
followed by individual consultations and negotiations with the affected farmers.

1.1.5.2 Engagement, Consultation and Negotiation

Consultations with the affected farms started after the working Groups were set up and were led by the
district hokimiyats. All four districts were informed about the project in October 2018, followed by general
meetings with farmers in November 2018 as well as negotiations with individual farmers and advertising of
Project work opportunities. Grievance mechanisms with the local government existed that farmers and farm
workers could use. In three of the four districts there were no grievances raised during the land reallocation
process. In Nishon, issues were raised to the hokimiyat about the possibility to use cotton plant leftovers’
and the allowance of livestock in the Company’s lands. Previously women used the leftovers for cooking but
now the Company is using the leftovers for improving soil organic content and thus preventing gradual soil
degradation and improve soil humus structure for better water retention and water use efficiency which has
a cost implication to the families to buy alternative fuel sources. In Nishon, no records of meetings were
maintained, in Kasbi general records were maintained and in Sardoba and Oqoltyn records were maintained.
Alternative use of leftovers results in positive GHG impact by the project in addition to the prevention of long-
term soil degradation.

1.1.5.3 Compensation and Livelihood Restoration

Farmers who willingly terminated their LLAs were not eligible for any land compensation by the hokimiyats for
losses or damages (including loss of profit). Farms did not request compensation, probably because of the
ongoing cotton sector restructuring and move to larger farms. Four farmers in total (in Kasbi and Nishon) who
asked for land for land replacement were granted it by the district hokimiyats and were given a LLA for the
replacement land.

The Company also did not pay any compensation to acquire the land. However, the Company provided details
of employment opportunities and contract farming options available in the clusters. In total 481 farm staff
affected by Phase 1 land acquisition accepted employment with Indorama. There were no staff selection
criteria set up by the Company so anyone who decided to be part of the Company was hired. The Company
did pay cash to 82 farmers for the cost of improvement works such as excavations and drainage improvements
undertaken by the farmers on parcels reallocated to the Company.

A summary of compensation and livelihood restoration measures is provided in the table below.

Table 1.5: Compensation and livelihood restoration by district (Phase | land acquisition)

Measure Kashkadarya region Syrdarya region

Kasbi Nishon Sardoba Ogoltyn

District Hokimiyats

Monetary compensation ~ No monetary compensation of losses or damages provided (no eligibility due to willing termination)
of losses (by hokimiyats)

Uzbek women like to use parts of the cotton plant for cooking. They use to collect the wooden parts to dry them.
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Measure Kashkadarya region Syrdarya region
Kasbi Nishon Sardoba Ogoltyn

Land replacement 3 farmers 1 farmer - -

(by the hokimiyats)

Loss of harvest All farms harvested crops (cotton harvested by November 2018 and winter wheat in spring 2019)

FE “Indorama Agro” LLC

Monetary compensation - - 82 Land rehabilitation works

of costs and works

(by the Company)

New permanent jobs in 117 60 194 110

the Company

Cotton Supply Contracts 394 - - R
Source: ESIA consultations with district hokimiyats, December 2019

Following the general meeting and few rounds of individual consultations the farmers filed their respective
application letters to the hokimiyats for the termination of the LLAs.

According to the district hokimiyats and farmers associations, no grievances have been received from the
farmers and no court suits were filed in respect of the Phase 1 land acquisition process. Consultation and
engagement were targeted inter alia at addressing any questions and concerns raised by the farmers during
the meetings.

1.1.6 Summary of Farms Affected by Project Land Acquisition

According to information provided by the district hokimiyats and the Company, 1,155 cotton farms were
approached in the land acquisition process including 65 female-headed farms. All farmers who agreed to
terminate their respective LLAs (1,068 farmers in total) were offered to join FE “Indorama Agro” LLC and work
full time based on long-term labour contracts. Approximately 45% of all farmers (or 481 people) who terminated
their LLAs are now working in the Company as agronomists, field workers on their former land plots, lead
brigades, or operate tractors and other machinery. Eighty-seven farmers continued operation on their own
farms without terminating their LLAs or were compensated by other more productive land of similar size or
more. Refer to Table 1.6 for details.

Table 1.6: Farms affected by the land acquisition process

Location Farms Farms which Farms which Farmers Total land  Including
approached agreed to continued employed by allocated, reserve
(including female- terminate the operation with the Company ha land?® area,
headed farms) LLA pre-existing LLA ha

Kashkadarya region

Kasbi 353 (13) 340 13 117 (34%) 13,789 -

Nishon 335 (30) 326 9 60 (18%) 12,770 -

Sub-total 688 (43) 666 22 177 (27%) 26,559 -

Syrdarya region

Sardoba 243 (11) 207 36 194 (94%) 13,088 -

Ogoltyn 224 (11) 195 29 110 (56%) 14,549 1,380.7

Sub-total 467 (22) 402 65 304 (76%) 27,637

Total 1,155 (65) 1,068 87 481 (45%) 54,196 1,380.7

8 Reserve land is unzoned and undistributed land of the local government in districts that may be allocated for lease to agricultural land users. A
respective district government takes a decision regarding distribution of the reserve land.
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Source: FE “Indorama Agro” LLC

1.1.7 Summary of Cash Compensation Paid by the Company to Farmers for Improvement Works

The Company provided cash compensation to 82 farms in Syrdarya region for land cultivation works completed
on land parcels that were signed over to the Project. Compensation was estimated based on the market price
of cultivating 1 ha of land and market price of diesel fuel. There is no information of compensation being paid
for similar works being undertaken in Kashkadarya region.

Table 1.7: Summary of cash compensations by the Company in Syrdarya region

No. of District/ Plowing Area Fuel Total Paid
Farms Sub-district

Ha UZS/ha Amount, UZS Litre Price Amount, UZS uzs
Sardoba district
8 T. Malik 223.8 250,000 55,950,000 6,714.0 4,800 32,227,200 88,177,200
11 G. Gulom 330.5 250,000 82,625,000 9,915.0 4,800 47,592,000 130,217,000
14 Sh.Rashidov 512.4 250,000 128,105,000 15,372.6 4,800 73,788,480 201,893,480
2 Istiklol 63.4 250,000 15,850,000 1,902.0 4,800 9,129,600 24,979,600
35 Total Sardoba 1,130.1 282,530,000 33,903.6 162,737,280 445,267,280
Ogoltyn district
12 Sardoba 187.8 250,000 46,950,000 5,634 4,800 27,043,200 73,993,200
7 Musamuhamedov 141.6 250,000 35,400,000 4,248 4,800 20,390,400 55,790,400
8 K. Ukubaev 144.9 250,000 36,225,000 4,347 4,800 20,865,600 57,090,600
3 Z.M. Bobur t 32.0 250,000 8,000,000 960 4,800 4,608,000 12,608,000
17 A. Toirov 289.0 250,000 72,250,000 8,670 4,800 41,616,000 113,866,000
47 Total Oqoltyn 795.3 198,825,000 23,859 114,523,200 313,348,200
82 Total Syrdarya 1,925.4 481,355,000 57,762.6 277,260,480 758,615,480

Source: FE “Indorama Agro” LLC

1.1.8 Summary of Assets Subject to Compensation

A few maintenance structures, sheds and buildings in Syrdarya region may not be used any more by the local
farmers being surrounded or immediately adjacent to the Project land. Previously these structures had been
carved out of footprints as an effort to minimise impacts. However, Farm Managers are finding little utility from
the structures so the Company has agreed to negotiate compensation. Replacement value is the normal
method for deciding on compensation. The process of compensating for the structures is under discussion and
will soon start.

1.2 Project Components and Technologies

1.2.1 Project Farming Model

The Project will grow cotton, winter wheat and mungbean or any other crops suitable for rotation with cotton.
The farming model with crops rotation targets at increasing organic content in the soil and will facilitate efforts
in managing pesticides and weed conditions.

The Company targets an average cotton lint production of 51,000 tonnes per year, wheat production of 72,000
tonnes per year, and mung bean production of 7,500 tonnes per year. FE “Indorama Agro” LLC is considering
cropping three local cotton seed varieties for planting: Bukhara-6, Bukhara-8 and Sulton. These varieties have
a good history of cropping in the proposed Project area, high potential of productivity, quality of cotton and
seeds, and high potential for future breeding.
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1.2.2 Key Project Components

The Project investments will involve the following key components:

e Cultivation of the leased land, involving land development, planting, cultivating, harvesting
e Procurement of machinery and equipment for field works
e Procurement of equipment for gin plants, depots and warehouses

e Construction of two gin plants, seeds delinting, cotton seed chemical treatment facilities, farm depots,
residential complexes and other related infrastructure required from time to time for operations of the Project

e Rehabilitation and construction of cotton and grain storages, storage for crop inputs, mechanical workshop,
equipment parking yards

e Restructuring and laser levelling of land plots

e Rehabilitation of irrigation and drainage systems including construction of drainage water collection and
recycling facilities, pumps etc.

e Reclamation of abandoned fields, including desalinization

e Contracting of farmers to supply cotton (to reach 900 individual farms in 2020)

e Transportation of cotton from cotton fields to the gin plants

e Operation of gin plants and other facilities.

1.2.2.1 Connection to Utilities

The Project facilities will be connected to electricity, water, sewerage and other utilities as required from main
supply lines to the battery limit of all the facilities of the Project.

The depot and gin plant in Kasbi district will be connected to the water supply networks operated by the local
water utility “Kasbi Suvokova”. Drinking water for domestic and other needs of the depot and gin plant in
Sardoba district will be supplied from artesian wells to be drilled at the gins and depots sites.

The Project will connect depots and gin plants to domestic wastewater collection systems. In absence of central
sewerage systems, domestic wastewater will be collected in septic tanks and subsequently removed for
treatment by specialized contractor.

The Project will construct storm water collection systems vehicle depots and two gin sites. These facilities
should include grit removal and oil trapping to comply with the national requirement. Treated storm water will
be discharged to drainage collectors.

Water recycling systems will be installed at vehicles depots for washing agricultural machinery and other
vehicles.

1.2.2.2 Gin Plants

The Project will construct two gin plants (each with 2 sets of 2x161 saw gins) in Kasbi and Sardoba districts
respectively to process harvested cotton. The capacity of each plant is 30 bales/h. With each bale of 210 kg
the plant will produce approximately 150 MT/d of cotton fibre. The gin plant in Kasbi district will be constructed
at the brownfield site of the existing depot and in Sardoba district on a greenfield site adjacent to the existing
depot. The site selection process for the gin plants was driven by the presence of access roads and technical
possibilities to connect to electricity grids, gas supply, water and wastewater utilities.
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Map 1.4: Gin site in Kasbi district Map 1.5: Gin site in Sardoba district

Source: FE “Indorama Agro” LLC

Source: FE “Indorama Agro” LLC Source: FE “Indorama'Agro” LLC

Each ginning facility will occupy a total area of approximately 12 ha as detailed in the table below. This land
was acquired under Phase | land acquisition process and no additional land is required for construction or
operation of the gin plants.

Table 1.8: Ginning facility components and land requirement

Kasbi Gin Plant m? Sardoba Gin Plant m?
Main ginning 4,854 Main ginning 4,854
Bale garden 3,850 Bale garden 3,850
Seed storage 1,900 Seed storage 1,900
Total constructed 10,604 Total constructed 10,604
Raw cotton storage in open 110,000 Raw cotton storage in open 110,000
Total area 120,604 Total area 120,604

Source: FE “Indorama Agro” LLC

1.2.2.3 Farm Depots

Seven farm depots will be rehabilitate/constructed across the Project footprint to facilitate agriculture
operations of the Company. These farm depots will accommodate warehouses for fertilizers and chemicals,
storage facilities for harvested cotton and wheat, parking areas and workshop for machinery and equipment
and the operational office premises. A total area of 52 ha will be purchased by the Project.
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Table 1.9: Farm depots land requirement

Site Sub-district / District Site area
Farm depot 1 Sh. Rashidov — Sardoba district 9 ha
Farm depot 2 Bobur — Oqoltyn district 5 ha
Farm depot 3 Temur malik — Sardoba district 9 ha
Farm depot 4 Toirov — Oqoltyn district 8 ha
Farm depot 5 Nuristan — Nishon district 9 ha
Farm depot 6 Gulistan — Nishon district 7 ha
Farm depot 7 Fazli — Kasbi district 5 ha
Total area 52 ha

Source: FE “Indorama Agro” LLC

All farm depots are existing brownfield sites and the process of land acquisition is expected to be completed
by the end of March 2020.

1.2.2.4 Residential Complexes in Karshi and Gulistan

As part of the Project, the Company will construct two residential complexes in Karshi and Gulistan to
accommodate staff and families working in Kashkadarya and Syrdarya branches respectively and recruited
from other regions of Uzbekistan or abroad. Both residential complexes will be located within the existing
boundaries of Karshi and Gulistan as depicted in the maps below.

Residential complexes will be connected to centralised water and wastewater disposal systems of Karshi and
Gulistan respectively.

Map 1.6: Residential complex in Karshi Map 1.7: Residential complex in Gulistan
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Source: FE “Indorama Agro” LLC Source: FE “Indorama Agro” LLC

Each residential complex will be designed to accommodate 80 residents in total.

Table 1.10: Capacity of residential complexes (in each complex)

Type of accommodation Total units Auxiliary Facilities

Batchelors single apartments 16 A gym, pantry, common services, dining,
Family apartments 16 laundry, etc. and guest house area
Directors apartments 2

Guest rooms
Total 40
Source: FE “Indorama Agro” LLC

Both residential complexes will be managed by the Company’s own staff. It is estimated that 10 people will be
required to operate and maintain these facilities. Each residential complex will occupy an area of approximately
2,25 ha. Estimated lifetime of complexes is 50 years.

National Approvals Status of the Project Components

Construction of the gin plants, water and drainage channels rehabilitation and land reclamation works are
subject to the national Environmental Impact Assessment (EIA) process and the Project obtained approval of
the Draft Statement on Environmental Impact from the State Environmental Expertise (SEE) (refer to Section
2.1.4) for the detail on the national EIA process). The Statement on Environmental Consequences will be
required for the gin plants only and it will be completed by the Project prior to commissioning (in August 2020).
Field works performed by FE “Indorama Agro” LLC to the date, such as field levelling, do not require any spatial
approval from the environmental authorities.

Feasibility Studies for two residential complexes have been completed including hydrogeological site surveys
and the Project obtained SEE approval of the Draft Statement on Environmental Impact. No other
environmental approvals are required for the residential complexes.

1.2.3 Project Processes and Technologies

1.2.3.1 Crop Production Life Cycle

The cotton production cycle in Kashkadarya involves the following agrotechnical operations: (1) soil ploughing
and (2) land levelling, (3) ridging, (4) pre-plant irrigation, (5) planting, (6) fertilizer application, (7) herbicide
application and (8) insecticide application, (9) inter-raw cultivation, (10) irrigation, (11) topping, (12) defoliation
and (13) harvesting. The cotton production cycle in Syrdarya differs slightly due to local conditions and apart
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from soil ploughing and land levelling also includes the establishment of basins, salt leaching, levelling of
basins’ hills, chiselling and harrowing.

The production cycle for winter wheat is similar in both regions and includes: (1) fertilizer application, (2) soil
deep loosening, (3) ridging by cultipacker and (4) planting on ridges, (5) post-plant irrigation, (6) fertilizer
application, (7) irrigation (3-5 times), (8) herbicide application, (9) insecticide application, (10) fungicide
application and (11) harvesting.

Agrotechnical operations for mungbean production are similar with less irrigation after planting (2-3 times only).

Primary soil treatment before planting of cotton will be undertaken during the winter-spring period from
November to April followed by harvesting of cotton bolls in September-October. The life cycle of wheat and
mungbean production will require less time: from November to June for wheat and from June to October for
mungbean. The proposed scheme of crops rotation will have a positive impact on the soil quality, in particular
it will increase the concentration of organic and inorganic matter and reduce the salination of plots.

FE “Indorama Kokand Textile” JSC will be the offtaker with up to 100% of its raw material requirement in the
cotton produced by the Project. Any additional cotton produced by the Project may be sold at the commodity
exchange to domestic end users. Wheat will be sold on the commodity exchange at prevailing prices in Uzbek
Soums (UZS). The legumes will be exported in US Dollars to buyers in China and India in the well-established
markets.

1.2.3.2 Cotton Breeding Programme

The farming model proposed by FE “Indorama Agro” LLC is based on scientific studies and good international
farming practices from Australia, the USA and Brazil (where cotton farming is well developed). The Company
hired experienced farm managers, agronomists, seed breeders, technical experts, redevelopment specialists
for soil and irrigation improvements and other related specialisation required for the Project from Australia and
India, to be on the ground implementing, supervising and monitoring the Project progress and implementation
of best practices.

In 2019 the Company launched the Cotton Breeding Programme for a period of eight years with the objectives
to:

e Increase cotton fibre yields

e Improve cotton fibre quality

e Influence plant maturity

e Strengthen resistance to diseases

e Breed region specific and widely adapted varieties
e Strengthen resistance to biotic and abiotic stresses
e Improve seed size and quality.

The Breeding Programme includes four major phases.

Table 1.11: Breeding Programme phases

Phase | Phase Il Phase lll Phase IV

Assessment and Germplasm  Atrtificial Hybridisation Segregating Generations and Testing and Seed Production
Identification Selection

Identify needs of the regions, The process of “crossing” the In early generations select the  Establish the potential of any
assess current varieties to identified parents and bring progeny of crosses with the aim new genotypes over existing
identify any deficiencies (e.g., a together the genes of desirable to remove the most undesirable varieties,bulk up sufficient

lack of disease resistance, attributes into a new genetic or inferior genotypes, qualities of seed and finally
deficiencies in fibre quality population that can be selected. commercial release of a new
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Phase |

Phase Il

Phase lll

29

Phase IV

traits, the need for increased
yield potential, etc.).

The Information is used to
collect the genotypes that have
the required attributes.

The aim is to identify and cross
parents that will create
populations that have the
desired new combination of
traits.

progressively moving towards a
smaller number of elite lines.

This is the largest part of a
breeding programme and
involves identifying the products

variety. Only a small number of
advanced lines remain each
year, they are evaluated in an
extensive field trial programme
at multiple locations.

Genotype assessment
processes include screening
available germplasm
collections, sourcing genotypes
from other breeders (material
exchange agreements),
searching germplasm
collections for accessions
(germplasm banks), and import
of new and specific germplasm.

of genetic segregation and
recombination to find the “best
of the bunch” as reliably and
quickly as possible, while
minimising the risk of failing to
retain a superior line.

Selections surviving to the end
of this programme become
commercial. This last phase
also consumes significant
breeding resources. Breeders
constantly face the dilemma of
wanting varieties released as
quickly as possible while still
having reliable data to support a
variety’s regional performance
and its performance over
arrange of years.

Source: FE “Indorama Agro” LLC

After 2 years of internal trials the Company will initiate a commercialisation programme as first superior
crossbreeds may be identified at 2022 harvest (from variety reselection) or in 2023 (from first crosses). Trials
will be taken on the land parcels which are allocated to FE “Indorama Agro” LLC and will be closely monitored
for selecting better varieties of seeds.

During the third year of research larger scale demonstration trials will take place on the fields of FE “Indorama
Agro” LLC. Plot trials will provide performance results using larger scale agronomic and crop management
practices (large planters, mechanical harvesting, commercial ginning, etc.). Successfully trailed and tested
seed breeds will only be recommended to farmers once the Project is confident that they may provide better
productivity and may bring economic benefit from each hectare. By following this approach, a limited
commercial use will be achievable by 2024. From the 2025 harvest onwards the Breeding Programme will be
mature and potentially have new advanced lines to consider for advancement every year.

The Project will use specialist breeding technologies in delivering the Cotton Breeding Programme:

e Marker Assisted Selection — a molecular breeding tool to check for genetic inclusion of genetic traits

e Molecular Breeding Techniques — to identify and transfer new and unique genes from other distant plant
relatives or related pieces within the same genus.

1.2.3.3 Irrigation methods

Currently Uzbekistan is using Hydro Module Zones (HMZ) dividing the irrigated areas into nine zones. Each
HMZ has a set of crop-specific recommendations for irrigation, based on soil characteristics (thickness of soil
layers, soil texture) and depth of groundwater table as described in Table 1.12.

Table 1.12: Hydro Module Zones in Uzbekistan

HMZ Characteristics HMZ

Automorphic soils (ground water level at > 3 m)

Thin (0.2-0.5 m) medium stone of various granulometric composition on sand and pebble deposits and gypsum, and sandy |

Moderate lightly stone of various granulometric composition on sandy - pebble deposits and on gypsum powerful sandy I
and light loamy

Medium and heavy loam and clay [}

Semi-hydromorphic soils (ground water level at 2-3 m)
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HMZ Characteristics HMZ
Thin sand and sandy, as well as low and medium thickness of different particle size v
Thinly light and medium loamy homogeneous; heavy loamy Vv
Thin heavy loamy and clayey dense, homogeneous, different in granulometric composition, layered in structure \

Hydromorphic soils (ground water level at 1-2 m)

Fine sandy and sandy, as well as medium-sized, of various granulometric composition Vi
Thin light and medium loamy homogeneous; heavy loam Vil
Thin heavy loamy and clayey dense, homogeneous, different in granulometric composition, layered in structure IX

Source: FE “Indorama Agro” LLC

At cotton fields the Project is using irrigation regimes for HMZ 11l to IX depending on the crop phase and the
region (Figure 1.1).

Figure 1.1: Project irrigation regimes, m® of water
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Source: FE “Indorama Agro” LLC

The Project will use the existing irrigation infrastructure as detailed in Sub-section 1.3.1 below.
Modern irrigation methods will be applied to increase crop yields:

e Syphon irrigation
e Flume irrigation
e Pivot irrigation.

Current cotton yield in the Project area is 2-2,5 t’ha. The Project is targeting 5 t/ha of cotton by 2023 to
eventually reduce the land area by two times while producing cotton in quantities that satisfy the demand of
the Company.

1.23.4 Crop Production Plant and Machinery

The Project will use machinery and equipment in the crop production cycle to automate and mechanise key
farming operations:

e Soil preparation
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e Planting

e Crop protection and plant nutrition management, and

e Harvesting

31

Where appropriate machines to be procured by the Project will be GPS-equipped and will be managed by FE
“Indorama Agro” LLC staff.

Table 1.13: Purchase of plant and machinery for crop production

Machinery Origin Quantity Machinery Origin Quantity
1t year 2nd year 1st year 27 year
operation operation operation operation

Cotton Production Wheat and Mungbean Production

Large 4-wheel tractors ~ USA 4 8 Prime movers Uzbekistan 8 8

Tractors USA/Germany 66 38 Grain planters USA -15

Trailed scrappers USA 4 8 Combine harvesters ~ USA - 8

Row fertilizers Tbc - 16 Chaser bins USA - 8

Row rippers Australia 16 8 Grain trailers USA - 12

Row cultivators USA 20 16 Silos Turkey - 4

Row planters USA/France 30 24

Fertilizer spreaders France 8 6

Cultipackers Australia 8 12

Row pickers USA/China 28 4

Modulers makers Australia 8 6

Round modules Australia 4 3

Spray rigs Brazil 4 4

Row mulchers Australia 8 8

Row root cutters Australia - 8

Front-end loaders UK 6 6

Excavators (long) UK 6 -

Excavators (middle) China 6 -

Excavators (small) China 6 -

Backhoes China - 4

Road graders (large) Germany 4 -

Road graders (small) Germany 2 2

Low bed trailers Turkey 8 8

Delivers Australia 4 4

Trailed sprayers Holland 8 10

Row averages Australia 28 4

Monosem transport France 26 -

trolleys

Levellers Australia 4 4
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Machinery Origin Quantity Machinery Origin Quantity
1styear 2" year 1styear 2" year
operation operation operation operation

Graders Australia 4 4

Oil tankers Uzbekistan 12

Compressors with Germany 17

generator

Source: FE “Indorama Agro” LLC

The Project will promote digital mechanized production management via digital machine and fuel control,
autopiloting/parallel driving and overlaps control, yield digital mapping and management zones, using
machinery offering variable rate application of fertilizers, seeds, pesticides and introduction of automated
machinery operations, labour and field operations control.

With mechanized harvesting the Project will obtain clean cotton as:

e Application of defoliants and boll openers minimises trash during mechanical harvesting and allows
harvesting to be completed in one go

e Modern harvesters with high quality spindles do not damage the fibre quality

e Mechanical harvesting prevents contamination that can occur during manual picking when contaminants

can accidently be introduced (fabrics, plastics, hair, etc.).
1.2.3.5 Ginning

The gin plants will process both types of cotton — for technical consumption and for breeding seeds:

e The seeds for technical consumption after separation from the fibre can be processed in the seed crusher
to extract oil. This type of seeds does not require seed delinting. The seeds can be sold on commodity
exchanges with good demand due to the increased consumption of cotton seed oil by the population.

e Seeds for planting are subject to delinting and chemical treatment (with insecticide and fungicides).

Photo 1.1: Sample gin plant

Source: FE “Indorama Agro” LLC Source: FE “Indorama Agro” LLC

The ginning plants will procure US technology. The ginning process includes the following key operations: (1)
feeding, (2) cutting plastic coverage (3) unwrapping of the cotton modules, (4) flow of cotton, (5) cotton drying
(to 5% moisture level), (6) pre-cleaning, and (7) seed separation in saw gins.

Ginning outputs and material balance are described in Table 1.14.
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Table 1.14: Ginning material balance

Output Application % of Input
Cotton seeds For planting and oil / cake for animal feed 45%
Cotton fibre/lint For spinners 37%
Waste To be returned back to the fields 13%
Linter To be used for pulping (paper) 5%

Source: FE “Indorama Agro” LLC

After the saw gins, the cotton seeds are delivered via auger to a storage facility at the gin site.

Clean fibre/lint is fed to a condenser to add back moisture to 7.5% and then delivered to a bale press for
wrapping bales. Ready bales are moved to a storage facility at the gin plant and prepared for shipment to the
offtaker (FE “Indorama Kokand Textile” JSC).

The Project will establish a bale quality control and tracking system.

The ginning plants will be equipped with a suitable fire extinguisher system.

1.2.3.6 Delinting and Seed Treatment Facilities

Seed for planting will be treated using the acid delinting process to remove residual lint and separate foreign
particles and track from the seed stock.

The Project will apply Continuous Flow Delinting technology (Figure 1.2).
The process involves eight steps:

e Step 1: Acid is applied to seeds

e Step 2: Seeds are exposed to high temperature (200°C)

e Step 3: Seeds are exposed to lower temperature (40°C)

e Step 4: Acid is neutralized

e Step 5: Seeds are calibrated using sieves

e Step 6: Seeds are stored in a bin

e Step 7: Chemical treatment of seed using cruiser chemical (thiametoxam + mefenoxam + fludioxonil)
e Step 8: Seeds packaging

Figure 1.2: Continuous Flow Dilute Sulfuric Acid Delinting process diagram
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Source: http://www.americandelinting.com/Sulfuric Acid Delinting.html

Delinting
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Bulk Cotton Seed arrives from the gin in trailers that are unloaded into a bulk feeding mechanism. Seed is fed
into a bulk storage bin and held until processing begins. Pre-cleaning begins in a Scalping Cleaner which then
supplies seed to the Metering Bin and Acid Application Chamber. Acidized seed continuously flows through a
Drying drum and then to the Buffing drum. Black seed from the Buffing drum is transferred for storage in the
Black Seed Storage Bin.

Metered and acidized seed is fed into the Batch Delinting Machine (Figure 1.3). When the first Batch Delinting
Machine is full, flow from the Acid Application Chamber is diverted to the next Batch Delinting Machine until all
are filled. The Batch Delinting Machine dries the moisture from the Acid Mix Solution and buffs the residual lint
away from the seed. Delinted seed is discharged from the first Batch Delinting Machine and then it is filled
again. The second Batch Delinting Machine will discharge as the first is filled again. The sequence is repeated.

Figure 1.3: Batch Delinting Machine

PERE

Source: http://www.americandelinting.com/Sulfuric_Acid Delinting.html

One 1-ton-per-hour-machine will discharge black delinted seed once per hour. When operating 6 Batch
Delinting Machines, a continuous flow of the six batches is achieved.

Acid Mix Solution is blended in the Acid Mix Station. Fuzzy seed is metered into the Acid Application Chamber
where a precise recipe of acid, water and surfactant are mixed with the fuzzy seed.

Cleaning

Delinted cotton seed is fed through an air / screen cleaner (Figure 1.4). Seeds move across perforated vibrating
screens with various openings. In the cleaner, air is introduced to carry away the light particles. The air steam
removes the dust and light trash. Sticks, heavy trash and cull seeds are separated from the good seed through
the screen perforations.

Gravity Separation

The gravity table separates the seeds by density. The immature and cracked seeds are lighter and gather at
one outlet of the table (Figure 1.5). Heavier seeds are most likely to successfully germinate and are
accumulated at the upper end of the table. Air flow allows the seed bed to float thereby reducing friction. The
vibrating action of the table steers each seed to the proper outlet.
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Figure 1.4: Cleaner Figure 1.5: Gravity table

Source: Source:
http://www.americandelinting.com/Sulfuric_Acid Delinting.html http://www.americandelinting.com/Sulfuric_Acid Delinting.html
1.2.3.7 Storage facilities, mechanical workshops and parking yards

The Project will rehabilitate and construct storage facilities, mechanical workshops and parking yards at the
existing four brownfield sites of former depots/cotton collection points.

Storage facilities will be used to store equipment and fertilizers, grain and cotton to be procured from contract
farmers.

1.2.3.8 Land levelling, reclamation and desalinization

To improve the existing farming conditions, FE “Indorama Agro” LLC has undertaken extensive land re-
development. Land laser levelling and fields re-shaping improve crop management and reduce water
consumption.

The Project will increase organic matter and improve soil structure via residue mulching techniques and
eliminating the practice of burning residual crops in the fields. This approach will improve water holding
capacity and fertility of soils.
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1.3 Existing Operations and Infrastructure

1.3.1 Irrigation Infrastructure

The Project is using the existing irrigation infrastructure, including ground ditches, concrete canals, irrigation
flumes (lotoks), water pipes, wells, pumps and water access points along the main canals.

The system in general needs to be refurbished. Most irrigation canals require rehabilitation works (desilting
and cleaning) and few need improvements (installation of new gates to regulate water flow). Irrigation flumes
are often heavily damaged and unsuitable for use (Table 1.15).

Table 1.15: Irrigation flumes subject to rehabilitation

Region District Rehabilitation needs, length
Kashkadarya Kasbi 42%

Nishon 46%
Syrdarya Sardoba 44%

Oqoltyn 97%

Source: FE “Indorama Agro” LLC

1.3.2 Drainage Infrastructure

The Project is using the existing drainage infrastructure that includes collectors, open drainage ditches and
underground pipes

The existing drainage networks are deteriorated and require rehabilitation. Repairs and rehabilitation works
are on-going and were completed by the Company in part in collector networks and closed-horizontal
underground pipes in Kasbi and Sardoba districts in 2019 and 2020.

1.4 Associated Facilities

Connection of the new ginning facility in Sardoba district to the grid will require construction of a 5 km power
transmission line (PTL).

42484104 |H | | 16 December 2020



Mott MacDonald | Uzbekistan: Cotton Farming Project 37
Volume Il - Impact Assessment

Map 1.8: Power Transmission Line project route

== Grid direction / MapWpyT AMHWK JNeKTponepeaay
© New gin location / pacnonoxeHre HOBOTD XAOMKONYHKTA

© Old cotton storage (transformer) / crapeii XACNKSNYHKT (NOLCTAMUMA)
== Boareders of Indorama’s land plots / rpasunue ywacTkoe MHaopamel

Y
Source: FE “Indorama Agro” LLC

The 35 KV, 5,000 KVA PTL will be constructed by Uzbeknergo. The construction period is estimated to take 3
months. The PTL will supply electricity from the substation located near of the old cotton storage adjacent to
the Gulzor settlement. The PTL route will cross fields currently leased by the Company and no farmers will be
impacted by the construction phase.

The PTL construction is categorised as an associated project and is considered in the ESIA study.

The associated project will be controlled jointly by the Company and Uzbekenergo and is subject to the EIA
process, which shall be initiated and completed as part of the national approval process.

1.5 Need for the Project

Currently, Uzbekistan is the world’s sixth-largest cotton fibre producer (about 900,000 tons per year) among
90 cotton-growing countries. Uzbekistan used to grow three million tons of raw cotton annually and produced
about one million tons of cotton fibre. Traditionally raw cotton and cotton products are key export earners
bringing about $1 billion a year. Cotton production has declined in recent years to below three million tons
annually and more land is used to grow vegetable crops, orchards and vineyards. In 2017 the Government of
Uzbekistan declared® its intention to abandon the export of cotton fibre by 2020 to fully process it within the
country and export finished products only.

Since mid-2000s, international companies have been investing in the textile production in Uzbekistan. The
Government of Uzbekistan puts efforts in addressing the issue of preferential and transparent access to good
quality cotton fibre. The project of establishing cotton farming clusters across the country will enable investors
to get access to high-quality raw materials.

9  Decree of the President of the Republic of Uzbekistan dated December 21, 2016 No..PP-2687 “On the Programme of Measures for the Further
Development of the Textile, Garment and Knitting Industry for 2017-2019”
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FE “Indorama Kokand Textile” JSC started operations in the country in 2010 and is now one of the largest
cotton processing companies in Uzbekistan. Indorama has been included in the Resolution of the Cabinet of
Ministers of Uzbekistan “On Further Measures to Develop Cotton and Textile Industries” No.230 of 19.03.2019
as well as Resolution No0.632 dated 8™ August 2018 “On measures to create the modern cotton-textile cluster
by the company "Indorama” (Singapore) in the Republic of Uzbekistan” to develop the cluster scheme of cotton
fibore production in Kashkadarya and Syrdarya regions of Uzbekistan and expand cotton goods production.

The Project will contribute to the implementation of the 2020-2024 National Strategy for Developing Textile,
Garment and Knitwear Goods Industry in Uzbekistan targeting inter alia the expansion of cotton fibre
processing, increase in cotton goods production and the overall transformation of the country into a leading
textile producer in Central Asia.

The Project will also bring strong added value and know-how to the country in terms of transforming the current
farming practices, enhancing yields and getting good quality cotton fibres from a world-class ginning plants
and controlling the entire cotton supply chain thus establishing good industry practice and enabling the country
to reach world markets, which have not been accessible until now.

The Project has already been acknowledged in various public forums and in the Parliament (Oliy Majlis) as a
good example of how Indorama is investing efforts to bring good farming practices into the country.

1.6 Alternatives Analysis

Two regions, Kashkadarya and Syrdarya, have been selected by the GoU for the Project as traditionally
specializing in the cotton sector. The majority of the local population (over 57%) in the Project regions lives in
rural areas and depends, at least in part, on cotton farming for their livelihoods. Moreover, the cotton sector in
Uzbekistan has faced long-standing criticism for systematic use of child and forced labour and is associated
with high water usage and severe deterioration (salination) of soils. The Project is planned and designed to
respond to these challenges.

Indorama with the support from IFC’s Advisory Team completed a Feasibility Study in 2018 to (i) confirm that
the proposed regions are suitable for modern cotton farming, (ii) understand local advantages and
disadvantages and (iii) select districts for cotton farming. A summary of key findings is described in the table
below.

Table 1.16: Feasibility Study findings for selecting Project locations

Parameter Kashkadarya region Syrdarya region

General Characteristics

Climate Annual precipitation rate is 150-500 mm: Annual precipitation rate is 130 to 260 mm in a flat
e 350-500 mm in the northern sub-region area.
e 200-350 mm in the central sub-region Mostly falling in the winter-early spring period.

e 150-200 mm in the southern sub-region
Mostly falling in the winter-early spring period.

Soils o Typical sierozem soil (SOM=0.8-1.0) in the Meadow, meadow-sierozem and sierozem-
northern sub-region meadow soil types with SOM=0.5-1.0% (with low
o Light coloured sierozem soil (SOM=0.7-0.8%) to moderate soil fertility)
in the central sub-region
o Takyr soil (SOM=0.5-0.6%) in the southern

sub-region

Major crops Cotton and winter wheat (both irrigated) Cotton and winter wheat in rotation (both irrigated)

Advantages of Cotton Production

Climatic conditions e Favourable to grow both upland and fine e Agricultural crops including cotton are mostly
staple cotton (average daily max t = 29°C grown in the old irrigated sub-zone where the
(July), min t = 2.6°C (January). climatic and soil conditions are appropriate for

growing upland cotton (average daily max t =
29°C (July), min t = 2.2°C (January).
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Parameter

Kashkadarya region

39

Syrdarya region

Cotton varieties

o Sum of effective temperatures (days with daily
t > 10°C) is £ =2,900°C (Karshi) while upland
cotton requires not less than X =2,000°C and
fine staple cotton requires above ¥ =2,500°C.

Upland cotton cv: Bukhara-6, Bukhara-8,
Bukhara-102, Namangan-77 and Porlok-4

Fine-staple cotton cv: Kashkadarya-1 and
Kashkdarya-5 (seed multiplication in 2017)
elaborated and adopted to the soil and climatic
conditions of the region.

e Sum of effective temperatures (days with daily
t>10°C) is X =2,412°C (Syrdarya) while
upland cotton requires not less than =
=2,000°C.

Upland cotton cv: AN-Bayaut-2, Sulton, C-6524,
Bukhara-102, Porlok-1 elaborated are adopted to
the soil and climatic conditions of the region.

Vegetation period

Long vegetation period allows to obtain two to
three yields per year (winter wheat + maize +
cabbage/onion).

Number of days with t > 10°C = 239 days, t > 15°C
=190 days.

The vegetation period allows to obtain two yields
per year (winter wheat + summer crop).

Number of days with t > 10°C = 219 days, t > 15°C
=173 days.

Location
Availability of the workforce

Upstream of the Amu Darya River

Temporary workforce is available for seasonal
works and cotton hand picking

Disadvantages of Cotton Production

Middle stream of the Syr Darya River.

Soil salinity

Water storage

Soil salinity (slightly to moderate) requires leaching
of salts

Irrigation water shortage happens in central sub-
zone.

Soil (light, moderate to heavy) salinity in 100% of
the cropping area requires the leaching of salts.
need for intensive land reclamation in some cotton
production areas.

Limited labour

Labour is very limited for seasonal work and hand
cotton picking. Cotton harvesting with combines is
needed.

Recommendations

Cotton production is most favourable in the
northern sub-region (Shakhrisabz, Yakkabog and
Chirokchi districts) and southern sub-region
(Kasbi, Karsi and Koson districts) due to water and
labour availability, better soil fertility.

Cotton production is more favourable in the old
irrigated zone (Syrdarya, Gulistan, Saykhuobod,
Oqoltyn and Bayaut districts) where soils are less
saline (slightly to moderate levels) compared to
the newly irrigated zone with heavily saline soils in
prevailed areas (the gypsum layer is thick and
close to the soil surface, the water table is very
shallow (0.4 to 1.0 m).

Source: FE “Indorama Agro” LLC

Based on recommendations of the Feasibility Study four districts were selected for cotton farming: Kasbi and
Nishan both located in the southern part of Kashkadarya region and Oqoltyn with adjacent Sardoba district in
the old irrigated zone of Syrdarya region.

1.7 “No Project” Alternative

The “No Project” option considers the scenario where the Sponsor does not establish modern cotton farming
and production in the Kashkadarya and Syrdarya regions of Uzbekistan. In the absence of the Project, two
main scenarios are possible:

1) Continuation of the status quo. Private farms will continue operation on leased land using old
techniques, old and deteriorated infrastructure, continuous investments in land rehabilitation and low
incomes resulting from low yields and existing loan debts. This option appears to be unlikely due to
the widespread reform of the cotton sector in Uzbekistan.

2) An alternative organisation would take the opportunity to develop the cotton clusters in line with GoU
policy. In this scenario, the alternative organisation could potentially proceed with funding from sources
other than International Finance Institutions, possibly from a bi-lateral source.
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Socio-economic Perspective

From the socio-economic perspective the first “No Project” option would continue the economic hardship in
the Project area from high levels of unemployment and underemployment. There would be a continued
decline in the cotton sector with associated loss of employment opportunities.

The first “No Project” alternative will not make it possible for local farmers to get access to Project benefits of
knowledge sharing and training, however it should be acknowledged that not all farmers and people impacted
by the Project will be able to take advantage of these opportunities. Neither the Project staff nor the local
farmers will be able to acquire new skills or upgrade the existing ones. The local farmers will not be able to
understand modern cotton farming practices, test and adapt new cropping techniques and will continue their
operations under the existing quota system with the support from the government and limited financing
available for future development. The second “No Project” alternative would enable some of these benefits to
occur but would not present the livelihood restoration and other advantages that the “Project” does.

In the second “No Project” scenario, carrying out the project without the backdrop of the environmental and
social requirements of the IFC and EBRD could mean that workers’ rights are not given as much attention and
protection, and prevailing violations such as employment of child and forced labour continue longer into the
future (notwithstanding the significant efforts of the World Bank, ILO, IFC and civil society in this regard). Other
key health, safety and environment standards may not be as stringent or monitored in as much detail, resulting
in poorer outcomes for workers, communities and the environment.

Environmental Perspective

From the environmental perspective, the “No Project” alternative will prevent investments in the existing
irrigation system, which is out of date, heavily deteriorated and needs rehabilitation. There would be no
reduction in water losses and no improvement of water management practices through targeted water
application, reduction of water transmission losses, better irrigation scheduling, changes in the fields
configuration and reduction in soil salinity and, as a result, no reduction in water consumption from Syrdarya
and Amu Darya rivers for irrigation.

There will be no reduction of adverse soil and biodiversity impacts as chemicals and pesticides will continue
to be applied inefficiently in the Project area contaminating soil, groundwater and adjacent habitats. There
would be no improvement in the use of fertilizers, and no shredding and ploughing of crop residuals into the
soil will so the soil quality, fertility and capability (organic matter, structure, etc.) will deteriorate and impact the
cotton production.

No investments in the Breeding Programme, as proposed by FE “Indorama Agro” LLC, will fail to improve the
quality of seeds and will not be able to offer the varieties that may increase yields and crop resistance to pests,
thus reducing application of pesticides and adverse impacts of soil and ground water.

The second “No Project” alternative in line with GoU policy can involve investors with low environmental
responsibilities, which will increase impacts from the excessive use of pesticides and fertilizers, including
damage to soils, groundwater, receiving water bodies and neighbouring habitats. In addition, poor yield in
result of usage of outdated methods and machinery can support involvement of pastures and undisturbed
habitats in crop rotation.

Conclusion

The overall conclusion is that the “No Project” alternative would not satisfy the wider objectives aimed at the
sustainable development and reforming the cotton sector of the country. Only responsible and sustainable
economic development of initiatives such as the proposed Project can address pressing issues of
environmental and social concern. The “No Project” alternative is therefore not considered to represent the
most efficient option for employing the agricultural potential of Uzbekistan.
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Not developing the Project would result in the benefits noted above not being realised. Furthermore, lack of
capacity (that the Project intends to build up) to control the entire cotton supply chain will not enable Uzbek
cotton reach world markets, which have not been accessible until now.

1.8 Project Category
The EBRD and IFC has categorised the Project as “A” based on their respective E&S policies.

A project is categorised A when its implementation may result in potentially significant future environmental
and/or social impacts that are diverse, irreversible or unprecedented. Typically, these projects may affect an
area broader than the sites or facilities subject to physical works and therefore the project will require a
comprehensive environmental and social impact assessment to international standard including stakeholder
engagement and disclosure of ESIA findings to the general public and key project stakeholders.

The Project categorisation is driven by (i) the large geographical footprint of the proposed farming scheme, the
associated land re-allocation process and potential for economic displacement, (ll) the vulnerability of water
resources in the Project area and other environmental risks associated with cotton farming (iii) labour risks in
a sector and country until recently associated with child labour and still associated with incidents of forced
labour.

The ESIA study has reviewed the nature and scope of the Project, determined and completed required E&S
investigations, assessed impacts and risks, identified mitigation, management and monitoring actions and
recommended information disclosure and stakeholder engagement measures as detailed in the ESIA Report.
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2 Legal Requirements and International
Standards

2.1 National Legal and Institutional Framework

2.1.1 National Environmental and Social Policy

The RoU has established the national environmental legal and institutional framework, governed by the Nature
Protection Policy and national guidance on measures to promote sustainable use of natural resources and
protect environment. These are based on the following key principles:

e Integration of economic and environmental policies aimed at preserving and restoring the environment as
a prerequisite for improving the living standards of the population;

e Transition from the protection of individual natural elements to the general and comprehensive protection
of ecosystems;

e Responsibility of all members of the society for environmental protection and biodiversity conservation.

The country is a party to a number of international and regional environmental agreements and conventions.

Central among these principles is the priority of protecting human life and health. The RoU Constitution and
environmental legislation establish the right of citizens to a safe environment. The national legislation provides
for a number of other environmental rights and obligations of citizens, which may be exercised through
individual or public environmental protection efforts.

21.2 National Environmental Legal Framework

The following key law form the national environmental legal framework of Uzbekistan as described in the table
below.

Table 2.1: Key environmental laws of Uzbekistan

Year Law / Regulation Recent Amendments
08.12.1992 Constitution of Uzbekistan 16.04.2014
09.12.1992 Law “On nature protection” 18.04.2018
06.05.1993 Law “On water and water use” 23.07.2018
25.05.2000 Law “On Environmental Expertise”; 14.09.2017
03.12.2004 Law “On Specially Protected Areas” 14.09.2017
26.12.1997 Law “On protection and use of flora” 21.09.2016
26.12.1997 Law “On protection and use of fauna” 19.09.2016
27.12.1996 Law “On air safety” 14.09.2017
05.04.2002 Law “On wastes” 10.10.2018
12.11.2013 Law “On Environmental Control” 12.11.2013

Source: Ecostandart Expert

These key laws are briefly summarised below:
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¢ RoU Constitution, articles 50, 54, 55, 93, 100. Article 55 of the Constitution of the Republic of Uzbekistan
states: Land, its subsoil, water, flora and fauna and other natural resources are national treasures and are
subject to rational use and protection by the State

e The Law "On Nature Protection” of December 9, 1992 (as amended on 18.04.2018) establishes the legal,
economic and institutional framework for environmental protection, ensures sustainable development and
certain principles, including the State Environmental Expertise (SEE). Article 12 of the Law "On Nature
Protection” states: “Residents of the Republic of Uzbekistan are obliged to use natural resources rationally,
treat natural resources with care, and comply with environmental requirements”

e The Law “On Water and Water Use” of May 6, 1993 (as amended on 23 July 2018) provides for the
rational use of water resources, protection of water resources, prevention and mitigation of negative impacts
and compliance with national legislation

e The Law "On the Protection and Use of Vegetation" of December 26, 1997 (as amended on September
21, 2016) regulates relations in the field of protection and use of vegetation (plants) growing in natural
conditions, as well as wild plants for their restoration and genetic conservation

e The Law "On Protection of the Atmospheric Air" of December 27, 1996 (as amended on September
14, 2017) defines the issues of preservation of the natural state of the atmospheric air; legal regulation of
the activity of state bodies, enterprises, institutions, organizations, public associations and citizens in the
field of protection of the atmospheric air

e The Law "On State Land Cadastre" of August 28, 1998 contains the basic rules and regulations for land
use and provides for land rights. The Law sets the environmental value of land plots and ecosystem
services

e The Waste Act (2002) (as amended 10.10.2018) regulates waste management and empowers the State
Environmental Committee to inspect, coordinate, assess the environment and establish certain parameters
for those places where waste can be disposed of

e The Law "On Subsoil" of September 23, 1994 is aimed at ensuring the sustainable and comprehensive
use of mineral resources to meet the needs in minerals and other needs, the protection of subsaoil, the
environment, security of subsoil use and protection of subsoil users, protection of the interests of citizens,
society and the state. It regulates the issues of underground water and soil contamination

e The Law on Environmental Expertise (2001) (as amended on 14.09.2018) provides for mandatory
examination of the impact on the environment and human health, and also serves as a legal basis for the
examination

e The Law on Environmental Control (2013) regulates relations in the field of environmental protection.
The main objectives of environmental control are prevention, detection and redress of violations of
environmental legislation; monitoring of the environmental situation and factors that may lead to
environmental pollution, irrational use of natural resources, threat to life and health of citizens;

e The Law on the National Security Concept (1997), provides the main structure for achieving
environmental safety, etc.

e The Law "On Protection of Agricultural Plants from Pests, Diseases and Weeds" (2000) regulates
relations connected with ensuring protection of agricultural plants from pests, diseases and weeds,
prevention of harmful impact of plant protection means on human health and environment.

213 International Environmental Conventions and Agreements

In the context of the global environment, Uzbekistan is a party to following international conventions:

e Convention on Climate Change

e The Convention on Biological Diversity
e Convention to Combat Desertification
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In addition, Uzbekistan has adopted a number of other international conventions, protocols, agreements and
memoranda of understanding in the field of environmental protection and sustainable development. The
following are global agreements in which Uzbekistan is involved:

e Convention on the Prohibition of Military or Any Other Hostile Use of Environmental Modification
Techniques (05/26/1993);

e Basel Convention on the Control of Transboundary Movements of Hazardous Wastes and their Disposal
(12/22/1995);

e Convention concerning the Protection of the World Cultural and Natural Heritage (12/22/1995);

e Convention on International Trade in Endangered Species of Wild Fauna and Flora (07/01/1997);

e Bonn Convention on the Conservation of Migratory Species of Wild Animals (05/01/1998);

e Ramsar Convention on Wetlands of International Importance, especially as Waterfowl Habitat (08/30/2001).

214 National Environmental Impact Assessment Process

All developments under the Project as well as the associated project are subject to national environmental
impact assessment (EIA). The national EIA in Uzbekistan is governed by the following main legislation:

RoU Law of 18.04.2018 No.754-XIl "On Nature Protection"

RoU Law No.73-113 of 14.09.2017 "On Environmental Expertise" (Law on Environmental Expertise).

Decree of the Cabinet of Ministers of the Republic of Uzbekistan of 22.11.2018 N0.949 "On Approval of the
"Regulation on State Environmental Expertise in the Republic of Uzbekistan" (SEE Decree)

Decree of the Cabinet of Ministers of the Republic of Uzbekistan of 21.01.2014 No.DCM14 "On Approval
of the "Regulation on the Procedure for development and approval of draft environmental standards”.

The National EIA procedure involves state environmental expertise (SEE). Article 3 of the Law on
Environmental Expertise (2000) sets forth key objectives of the EIA process, i.e. to identify:

e Compliance of a project with the existing environmental requirements to inform the decision-making
process

e The level of environmental hazards associated with a project or any operations that may have or may have
had a negative impact on the environment and public health

e Adequacy and feasibility of measures in protecting the environment and promoting sustainable use of
natural resources.

The special authorized state body in the field of state environmental expertise is the State Committee on
Ecology and Environmental Protection (“Goskomekologiya”). It is the national authority responsible for SEE
reviews via the State Unitary Enterprise (SUE) “Centre for State Environmental Expertise” that carries out SEE
reviews of high and medium risk projects or its regional bodies that review projects with low risk and local
impact.

The SEE Degree stipulates four categories of development within the SEE context, ranging from Category 1
(High Risk) to Category 4 (Local Impact):

e Category | — high risk of environmental impact (SEE is conducted by the SUE “Centre of State
Environmental Expertise” within 20 days, all stages of the EIA are required)

e Category Il — medium risk of environmental impact (SEE is conducted by SUE “Centre of State
Environmental Expertise" within 15 days, all stages of the EIA are required);

e Category Il —low risk of environmental impact (SEE is conducted by the regional offices of the SUE “Centre
of State Environmental Expertise” within 10 days, all stages of the EIA are required);
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e Category IV — minor risk of environmental impact, local impact (SEE is conducted by regional offices of the
SUE “Centre of State Environmental Expertise” within 5 days, only the first phase of the EIA process needs
to be completed (Draft Statement on Environmental Impact).

All other projects that do not fall into these four different categories are considered as projects that do not have
an impact on the environment and thus are not subject to SEE reviews and environmental permitting. The
national EIA procedure does not set out a requirement to assess cumulative impacts.

Based on Annex 2 of the SEE Decree, the Project components are categorised as follows:

e (19) Irrigation channels with a capacity of less than 50 m?®/s — classified as Category 3 (low risk)
31) Ginning facilities — classified as Category 2 (medium risk)

43) Reclamation and improvement of irrigated land with the area of over 1,000 ha — falls into Category 3
low risk)

e (9) Grain storage facilities / processing and preservation of agricultural products — classified as Category 4
project (local impact).

P

Pursuant to the SEE Decree, the national EIA is a staged process and involves four major phases: (i) Draft
Statement on Environmental Impact (at the planning stage prior to financing), (ii) Statement on Environmental
Impact (if additional surveys are recommended by the SEE), (iii) Statement on Environmental Consequences
(during the commissioning phase), and (iv) Emission, Discharge and Waste Generation Permit (for the
operational phase). Category 4 projects will need to complete Draft Statement on Environmental Impacts only.
The first three stages are described below in more detail in the SEE review context.

Step 1: Draft Statement on Environmental Impact

A Draft Statement on Environmental Impact is prepared at the planning stage of a project prior to financing
and shall include:

e Environmental conditions prior to the beginning of the planned activity, population of the territory, land
development, analysis of environmental characteristics

e A situational plan indicating the existing recreational zones, settlements, irrigation, reclamation facilities,
farmlands, power lines, transportation, water supply, gas pipelines and other information about the area;

e Proposed (planned) main and auxiliary facilities, machinery, technology, natural resources, materials, raw
materials, fuel to be used and analysis of their environmental impacts and environmental hazards of the
products;

e Expected emissions, discharges, wastes, their negative impact on the environment and methods of
mitigation
e Wastes accumulation, storage and disposal

e Analysis of alternatives to planned or ongoing activities and technological solutions from the perspective of
nature protection, taking into account the achievements of science, technology and best practices;

e |Institutional, technical, technological solutions and measures that prevent negative environmental
consequences and reduce adverse environmental impact of a project

e Analysis of emergency situations (with an assessment of their probability and scenarios to prevent their
negative consequences)

e Forecast of changes in the environment and environmental consequences as a result of a project or
operations

Step 2: Statement the Environmental Impact

The need for step 2 in the EIA process is identified during Step 1 by the SEE review resulting in a formal
opinion as to whether additional surveys or studies are necessary. The Statement shall be submitted prior to
approval of the Project Feasibility Study or construction. The Statement shall include:
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e Assessment of environmental issues of the site based on the findings of respective engineering and
geological surveys, modelling or any other studies that were recommended at Step 1

e Environmental analysis of the process/technology in relation to any issues identified for the site

e Results of public hearings (if necessary)

e Feasibility of environment protection measures to prevent negative consequences of a project or
operations.

Step 3: Statement on Environmental Consequences

Statement on Environmental Consequences (SEC) is the final step in the SEE process and should be
completed prior to commissioning. SEC is prepared for projects with significant adverse environmental and
social impacts only. SEC shall include:

e Amended design solutions and other measures taken to address recommendations of the initial SEE review
of the environmental impact as well as proposals received during consultations (public hearing events)

e Environmental standards regulating the activities of the object of expertise

e Requirements to operation and environmental monitoring at the operation phase

e Main conclusions on the project or proposed operations.

215 Land Acquisition Laws

In Uzbekistan, there is no separate legal document addressing land acquisition and resettlement. The Project
needs to comply with the existing national laws and regulations that guide land acquisition, tenure and
expropriation. The pieces of legislation listed in Table 2.2 will apply to the Project.

Table 2.2: National legal framework for land acquisition

Year Law / Regulation Recent amendment
08.12.1992 Constitution of the Republic of Uzbekistan 05.09.2019
30.04.1998 Land Code 14.11.2019
29.08.1996 Civil Code of Uzbekistan 18.04.2018
25.12.2007 Tax Code 11.10.2018
19.11.1991 Law on Lease No.427-XII 26.05.2000
30.04.1998 Law on Farms No.602-1 26.08.2004
30.10.2003 Decree of the RoU Cabinet of Ministers No.476 “"On Measures to Implement the Farms 10.12.2018
Development Concept for 2004-2006"
29.05.2006 Decree of the RoU Cabinet of Ministers No.97 “On Compensation of Losses to 29.05.2006
Individuals and Legal Entities as a Result of Land Plots Expropriation for State and
Public Needs”.
25.05.2011 Decree of the RoU Cabinet of Ministers No.146 “On Improvement of the Procedure for 25.05.2011

Provision of Land Plots, Protection of the Rights of Legal Entities and Individuals to Land
Plots for Improvement of the Architectural Appearance of Residential Areas of the
Republic, Optimal Use of their Lands for Development”.

31.01.2013 Decree of the RoU Cabinet of Ministers No.22 “On Approval of the Regulation on the 07.12.2018
Farm and Optimisation and Liquidation Procedure”

25.01.2018 Decree of the RoU Cabinet of Ministers No.53 "On Measures to Introduce Modern 19.11.2019
Patterns for Cotton and Textile Production”

16.06.2018 Decree of the RoU Cabinet of Ministers N0.3857 “On Measures to Improve the Efficiency 16.06.2018
of the Preparation and Implementation of Projects Involving International Financial
Institutions and Foreign Public Financial Organizations”.
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Year Law / Regulation Recent amendment

01.08.2018 Presidential Decree No0.5495 “On Measures to Radically Improve the Investment 01.08.2018
Climate in the Republic of Uzbekistan”

08.08.2018 Decree of the RoU Cabinet of Ministers of Uzbekistan No.632 “On Measures to Establish
the Modern Cotton-Textile Production by Indorama (Singapore) in Uzbekistan”

29.05.2006 Regulation on the Procedure for Compensation Payable to Citizens and Legal Entities 27.11.2018
in Connection with the Expropriation of Land for Public Purposes, approved by Decree
of the Cabinet of Ministers of the Republic of Uzbekistan No.97

19.09.2018 Decree of the RoU Cabinet of Ministers No.744 "On Additional Measures to Further 0511.2019
Promote Cotton-Textile Production”

29.12.2018 Decree of the RoU Cabinet of Ministers No.1060 “On Measures to Improve State 02.07.19

Registration Procedure for Immovable Property Rights”

Source: Mott MacDonald

Each of the above Laws and Regulations of Uzbekistan and the rights and obligations pertaining is described
in more detail in the following bullets:

e The Constitution of the Republic of Uzbekistan of December 8, 1992 states that everyone shall have

the right to own property (Article 36). The economy of Uzbekistan, evolving towards market relations, is
based on various forms of ownership. The state shall guarantee freedom of economic activity,
entrepreneurship and labour with due regard for the priority of consumers’ rights, as well as equality and
legal protection of all forms of ownership (Article 53):

An owner shall possess, use and dispose of his property freely. The use of any property must not be
harmful to the ecological environment, nor shall it infringe on the rights and legally protected interests
of citizens, juridical entities or the state (Article 54);

The land, its minerals, fauna and flora, as well as other natural resources shall constitute the national
wealth, and shall be rationally used and protected by the state (Article 55).

The Land Code (1998) is the main legal framework for regulation of land-related aspects in Uzbekistan.
The Land Code regulates the allocation, transfer, sale and expropriation of agricultural and urban land,
determines ownership and rights to land. It describes the responsibilities of different state authorities in land
management; rights and obligations of the land possessor, user, tenant, and owner; land category types;
resolution of land disputes; and, land protection. According to the Land Code, all land in Uzbekistan is state
property (Article 16) and permits for use of land are granted and monitored by the State through district and
regional governments (hokimiyats). District and regional hokimiyats lease land to local legal entities and
local farms and manage any land expropriation for state and public needs. The Cabinet of Ministers of the
Republic of Uzbekistan decides on granting land lease to international companies and entities.

In Uzbekistan, land expropriation is allowed for public needs under the Land Code. Expropriation in this
context refers to the taking away of private land for a public purpose by the government with or without the
owner’s consent subject to laws of eminent domain, which stipulates recompense via prompt and adequate
compensation. Legal entities can have rights for land in the form of permanent tenure, permanent use,
fixed-term (temporary) use, lease and ownership (Article 17):

— Permanent land tenure is granted to enterprises, institutions and organizations for agriculture and
forestry, as well as for other purposes if allowed by law (Article 20).

— Permanent or fixed-term land use may be granted to non-agricultural entities, international
companies/associations/organisations (Article 20).

— Land lease is a fixed-term, chargeable tenure and use of the land under the terms of a Lease
Agreement. The land is leased by hokims of districts and cities to legal entities in the Republic of
Uzbekistan (Article 24, Article 1 of the Law on Lease).
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— Land ownership results, by law, from privatization of trade and service facilities together with the land
plot on which they are located (Article 18).

Agricultural land may be allocated to individual farmers to run a farm (treated as a legal entity) and
companies involved in agricultural production (Article 46). Land allocated to a farm may not be subject to
privatization, sale, donation or exchange. Land tenants or users need to pay for the land and are charged
with annual land tax estimated on the basis of quality, location and availability of irrigation systems (Article
28). Leaseholders are paying a lease fee that equals to the land tax. The Land Code identifies that land
tenants, leaseholders, users and owners, are eligible for compensation for losses and damages in
connection with land acquisition or expropriation, including lost profit (Article 41).

e The Civil Code (1996) classifies land under proprietary rights. According to Article 165, proprietary rights,
along with the right of ownership, also include the right of inherited lifetime possession of land and the
right of permanent possession and use of land. Part | of the Civil Code establishes the general principles
of civil law and regulates, inter alia, rights and obligations of legal entities, limitation of legal actions,
proprietary rights and protection of property rights and other proprietary rights, transactions and contracts,
security of commitments, etc. Part Il of the Civil code regulates types of commitments, establishing the
rights and obligations of the parties in various civil contracts. Most of the legal norms in the Civil Code are
dispositive, i.e. can be changed at will by the parties of the transaction. A number of articles directly
indicate this possibility and describe various options for legal arrangements.

e Tax Code (2007) regulates administration, calculation and payment of taxes, including of the land tax, and
tax compliance.

e Law on Lease (1991) regulates lease arrangements related to chargeable possession and use of land,
other natural resources as well as assets required to independently carry out economic and other
operations by the tenant (Article 1). Land and other natural resources may be leased. Agricultural land may
be leased only for agricultural production (Article 3).

According to Article 13, any changes in the terms and conditions of the Land Lease Agreement and its
termination are to be agreed by the parties. At the request of one of the parties, the LLA can be terminated
by the decision of the court should the other party violate the terms and conditions of the LLA.

e Law on Farms (1998) regulates the process of establishment, operation, reorganisation and liquidation of
farms. The law treats a farm as a business entity engaged in the farming of agricultural products using
leased land.

Farms may only lease land for agricultural production and other farming activities. The right to lease is
granted on the basis of an open competition for a period of up to fifty years or minimum thirty years (Articles
1,5and 7).

The Law on Farms states (Article 7) that a farm is considered to be established as soon as the state
registration process is completed, and the farm founder (Farm Manager) has concluded a long-term LLA.
A farm is entitled to open and maintain bank accounts and have a seal with the name of the farm. The Law
on Farms stipulates rights (Article 16) inter alia to run a farming business, plant and harvest crops on the
leased land in line with the farm statute and LLA provisions, enter into future contracts and request advance
payments for farming products, sell products to consumers, set prices for farm products as well as works
and services, award supply contracts (for instance for electricity, fuel and lubricants, mineral fertilizers,
chemicals, water, technical and other services), generate and dispose of unlimited income (profit) from the
farming business including money in the bank account, purchase shares and other securities, obtain loans,
raise money and benefit from any privileges and preferences granted to small and private enterprises, and
file legal actions to protect these rights and legitimate interests.

The LLA is to be signed by Farm Manager and the District Hokim. and is subject to state registration in the
Land Management and Real Estate Cadastre (Articles 3, 7, 11 and Clause 20 of the Regulation on the
State Registration of Immovable Property Rights approved by Decree of the RoU Cabinet of Ministers
No0.1060 of 29.12.2018).
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The implementation of any agreement is, on the one hand, implementation of the terms and conditions,
and, on the other hand, implementation of specific obligations and exercise of specific legal rights. The
correlation of rights and obligations is unquestionable in the Land Lease Agreement, so that when the rights
of the one of the parties are concerned, the corresponding obligations are also considered. In particular,
the farm has the right to organize the production activities of the farm on the leased land in accordance with
the specialization provided by the Charter and specified in the LLA (Article 16) and commits to ensure
targeted, efficient and rational use of the land under conditions defined by law and the LLA (Article 17).

Should there be legal grounds, the land lease of the farm can be terminated. The grounds for termination
can be divided into the following groups:

1. Initiative of the tenant (the farm) or landlord (hokimiyat)
Decision of the court

Liquidation of the farm

Expiry of lease

Expropriation of land for state needs (the end user (Project Owner) will be the state) and public needs
(land is transferred (sold) to a private legal entity or individual).

ok~ wDn

When the land lease right is terminated, the Hokimiyats return their right to dispose of the land and can
again grant it for lease or expose it as a subject to legal transactions. The farm, in turn, loses its rights to
dispose of the land after the transaction ceases to be legally valid. The farm can restore the lost rights for
land lease via court.

o Decree of the RoU Cabinet of Ministers No0.476 of 30.10.2003 approves the Programme for
Implementation of the 2004-2006 Farms Development Concept and approves the Regulation on the Long-
Term Lease of Land by Farmers (Appendix No.7). This Regulation sets out the procedure for allocating
land to farmers based on long-term lease arrangements and provides a template of the Long-Term Land
Lease Agreement (Appendix No.8).

e Decree of the RoU Cabinet of Ministers No.97 of 29.05.2006. The Decree regulates the compensation
of losses to individuals and legal entities resulted from expropriation of land plots for state and public needs.
This regulation determines the procedure for land expropriation and sets out the procedure for calculating
compensations for individuals and legal entities for the loss of residential, industrial and other buildings and
structures in connection with the land expropriation.

e Decree of the RoU Cabinet of Ministers No.146 of 25.05.2011. This Decree is aimed at improving the
land allocation procedure for, ensuring the protection of the right of legal entities and individuals to land
plots to improve the architectural appearance of residential areas in the country, the optimal use of their
land for development in accordance with the Land Code and the Urban Development Code. The resolution
approved two regulations: i) the Regulation on Land Allocation for Urban Development and Other Non-
agricultural Purposes, and ii) Regulation on the Compensation Process for Landowners, Users, Tenants
and Owners, including for losses in trees and crops.

o Decree of the RoU Cabinet of Ministers No.22 of 31.01.2013 approves the Regulation on the Farm Land
Optimisation and Liquidation Procedure. According to Clause 4 of the Regulation, the voluntary reduction
of the size of the farm land is to be completed against a respective application of the Farm Manager to be
submitted to the District (City) Hokim. If the farm wants to increase the size of the farm land, it should
participate in the tender for long-term lease of state-owned land.

The Regulation determines (Clause 9) that land optimisation is to be completed against a respective
approval by the Regional Land Commission of the Hokim’s Decree to modify the size of the farm land and
introduction of respective amendments in the LLA signed between the District (City) Hokim and the Farm
Manager.
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Decree of the RoU Cabinet of Ministers No.53 of 25.01.2018 establishes cotton clusters across
Uzbekistan and makes provisions for contract farming arrangements with the farms to supply raw cotton to
the clusters.

Decree of the RoU Cabinet of Ministers No.3857 of 16.06.2018 partially provides for compensation for
the acquisition of land, demolition of houses, other structures and assets, including crops, as part of
projects. With the participation of international financial institutions (IFls), and if agreed and specified in the
Project agreements, land acquisition and compensation will be carried out by authorized bodies in
accordance with the requirements of IFIs or foreign state financial organizations.

Presidential Decree N0.5495 of 01.08.2018 partially provides that decisions on expropriation of land for
state and public needs can be taken only after open discussion with stakeholders.

Decree of the RoU Cabinet of Ministers of Uzbekistan No.632 of 08.08.2018 authorises Regional and
District Hokimiyats to transfer land to the private company for the purpose of socio-economic development
and particularly makes provisions for allocating land to FE “Indorama Agro” LLC's cluster in two phases:

I Land in Kasbi, Nishon, Sardoba and Oqoltyn districts by the Hokimiyats of Kashkadarya and Syrdarya
regions upon request of the Investor before November 1, 2018 as follows:

40,000 ha of irrigated land to be allocated directly to the Company for direct farming of raw cotton
and other crops

10,000 ha of land to the local farms to supply raw cotton to the Company via contract farming
arrangements

Il. Land for farming cotton and other crops in Ferghana and Jizzakh regions based on the Company’s
performance during Phase | and the proposals of the Company reviewed by the Hokimiyats.

Decree of the RoU Cabinet of Ministers No.744 of 19.09.2018 further promotes implementation of the
cotton clusters concept across the regions of Uzbekistan as previously established in Decree No.53. Decree
No0.744 establishes that the land returned by poorly performing farms is reallocated to the well-performing
cotton clusters. The document recommends that (i) cotton clusters support local farms in introducing drip
irrigation, (ii) commercial banks provide revolving lines of credit to finance introduction of drip irrigation and
working capital of cotton clusters and (iii) the Prosecutor’s Office establishes stringent monitoring of
contracts administration and the use of land by the clusters.

According to Decree No.744, the RoU Ministry of Employment jointly with the Regional Hokimiyats shall
help former employees of cotton facilities made redundant as a result of reallocation of facilities to cotton
clusters in finding new jobs as well as issue/extend work permits to cotton clusters to attract in Uzbekistan
highly qualified international human resources who specialise in agriculture against respective applications
from the cotton clusters.

2.1.6 Labour and Working Conditions Laws

Republic of Uzbekistan ratified 16 ILO Conventions, including 8 fundamental conventions (refer to Sub-section
2.2.3) prohibiting child and forced labour and any forms of labour discrimination. These key labour standards
are incorporated in the national labour legislation of Uzbekistan.

The following national laws and regulations will guide labour and working conditions aspects of the Project,
including occupational health and safety issues:

The Constitution of the Republic of Uzbekistan (1992). Specifically — Article 37 prohibits forced labour.
Employment Act Law No.510-XIl dated 13.01.1992

Labour Code of the Republic of Uzbekistan (1995) — Article 7 clearly prohibits forced labour.

RoU Law No.210 of 16.04.2009 “On Compulsory Insurance of Third-Party Liability of Employers”

RoU Law No0.410 of 22.09.2016 “On Occupational Health and Safety”

RoU Law No.174 of 10.09.2008 “On Compulsory Industrial Accident and Occupational Disease Insurance”
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e RoU Law No0.938-XIl of 03.09.1993 “On Public Pension Provisions”

e Decree N0.5723 dated 21.05.2019 “On Improving the Procedure for Determining the Size of Wages,
Pensions and Other Payments”

e Decree No.5291 dated 28.12.2017 “On Additional Measures to Create Favourable Conditions for Certain
Categories of Pensioners Engaged in Labour Activities”

e GoU Resolution N0.4235 dated 07.03.2019 “On Measures to Further Strengthen Guarantees for Labour
Rights and Support of Women's Entrepreneurship”

e Decree of the Ministry of Employment and Labour and the Ministry of Health of the Republic of Uzbekistan
No0.22-14-02019k/k No0.48 of 22.07.2019 “On Approval of the List of Hazardous Occupations for Women
Not Recommended to be Used to Employ Women”

e GoU Resolution No0.4008 dated 07.11.2018 “On Measures to Create Favourable Conditions for Labour
Activity in the Republic of Uzbekistan for Qualified Foreign Specialists”

e GoU Resolution N0.3839 dated 05.07.2018 “On Additional Measures to Improve the System of External
Labour Migration in the Republic of Uzbekistan”

e GoU Resolution No0.3439 dated 20.12.2017 “On Measures to Improve Cooperation with International and
Foreign Financial Institutions”.

These laws consider the interests of workers, promote effective functioning of the labour market, safeguard
fair and safe working conditions, protect labour rights and health of workers, contribute to the improvement of
labour productivity, quality of work, welfare and social well-being of the population.

Specifically, starting from February 1, 2020, the minimum wage in Uzbekistan is UZS 679,330 per month. At
the same time, the basic estimated value remains at the level UZS 223,000. People who have lost their job for
the first time as well as those wishing to resume the work after a long-term break (more than one year) and
recognised as unemployed, are provided with: payment of unemployment benefits (see Articles 65, 66 of the
RoU Labour Code, Section IV (“Social Guarantees in Case of Loss of Work”) of the RoU Law “On employment”,
Section VIl (“Appointment and Payment of Unemployment Benefits”) of the Regulation on the Procedure for
Registration of Citizens with Labour Authorities, Employment, Appointment and Payment of Unemployment
Benefits (Regulation N0.831 dated 10/13/1999).

Working hours is considered the time during which the employee must fulfil his labour duties in accordance
with the schedule or work schedule or the terms of the employment contract. Overtime is considered work in
excess of the employee’s daily work (shift) duration. Overtime work may be applied with the consent of the
employee. With a work shift of twelve hours, as well as in work with particularly difficult and particularly harmful
working conditions, overtime work is not allowed. Work in overtime, on weekends and holidays is paid no lower
than double. The specific amount of payment is established in the collective agreement, and if it is not
concluded, determined by the employer in consultation with the trade union committee or other representative
body of workers. At the request of the employee, work on a holiday or day off can be compensated by providing
another day of rest (time off). At the request of the employee, overtime work may also be offset by the provision
of time off at a rate commensurate with the number of overtime hours worked. When compensating for work
on a holiday or a day off or overtime for a day off, wages for such work are paid at least in a single amount.

Pregnant women and women who have given birth to a child shall be granted annual leave, if they wish,
respectively, before or after maternity leave or after parental leave.

Single parents (widows, widowers, divorced, single mothers) and wives of military servicemen who bring up
one or more children under the age of fourteen (disabled child under sixteen years of age), annual leave, if
they wish, are provided in the summer or at another time convenient for them (Article 144).

Additionally, Administrative Code No.2015-XIl of 22.09.1994 (Articles 51 and 491) and Criminal Code No.2012-
Xl of 22.09.1994 (Articles 135, 138, 148) establish penalties for the use of forced labour.
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Since agricultural operations of the Project involve different types of machinery, including with sharp edges,
tools, physical and biological hazards, various applicable national OHS requirements will be stated and
discussed in detail in the Environmental and Social Management Plan.

21.7 Gender Context and Equal Opportunities

At present women'’s rights in Uzbekistan are guaranteed by:

e Constitution of the Republic of Uzbekistan, 1992

e Labour Code of the Republic of Uzbekistan (specifically Articles 225, 228, 229, 231, 232, 233, 236, 237,
and other articles of Para 1 of Chapter 14), 1996

e Uzbekistan's Development Strategy for 2017-2021

e Family Code, 1998

Women'’s rights in Uzbekistan are also secured by international instruments ratified and signed by Uzbekistan,
key of them are listed below:

e |ILO Maternity Protection Convention (Revised) (1952), ratified by Uzbekistan in 1992

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

e Vienna Declaration on Human Rights (1993), and
e Beijing Declaration and Platform for Action (1995).

2.1.8 Community Health, Safety and Security Laws

The Law on Public Health of 29.08.1996 (as amended on 13.06.2017) regulates community health, safety and
security. The main objectives of the law is ensuring the rights of citizens to health protection by the state;
promotion of a healthy lifestyle; legal regulation of the activities of state bodies, enterprises, institutions,
organisations and public associations in health care.

Norms for air quality and noise levels in residential areas are set forth in the following standards:

e SanPiN RUz No.0179-04 Hygiene standards. List of Maximum Permissible Concentrations (MPCs) of
Pollutants in the Air of Residential Areas in the Republic of Uzbekistan, including Annex 1

e SanPiN RUz No0.0267-09 Permissible noise level in the residential area, both inside and outside the
buildings.

Pre-construction and construction activities are regulated by Sanitary Regulations N0.0289-10.

Repairs and maintenance of residential buildings are regulated by Sanitary Rules and Regulations N0.0329-
16 for Maintenance and Refurbishment of Residential Buildings in the Republic of Uzbekistan
21.9 Cultural Heritage Laws

Law on Cultural Heritage of 18.04.2018 regulate cultural heritage issues in Uzbekistan. The law establishes
procedures for the protection of cultural heritage and permitting for archaeological research. The purpose of
this law is to regulate relations in protecting and use of cultural heritage objects that are the national heritage
of the people of Uzbekistan.

2.2 Applicable International Requirements

The Project will seek compliance with the requirements of International Lenders as the Company intends to
seek international financing for the Project (all jointly referred to as “applicable international requirements”).
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2.21 European Bank for Reconstruction and Development

EBRD applies a comprehensive set of social and environmental Performance Standards in its project review
process. The current Environmental and social Policy and Performance Requirements came into force in
January 2014.

The Project shall be structured to comply with the following Performance Requirements (PRs):

e EBRD PR-1: Assessment and Management of Environmental and Social Impacts and Issues

e EBRD PR-2:Labour and Working Conditions

e EBRD PR-3: Resource Efficiency and Pollution Prevention and Control

e EBRD PR-4: Health and Safety

e EBRD PR-5:Land Acquisition, Involuntary Resettlement and Economic Displacement

e EBRD PR-6: Biodiversity Conservation and Sustainable Management of Living Natural Resource

e EBRD PR-8: Cultural Heritage

e EBRD PR-10: Information Disclosure and Stakeholder Engagement

EBRD PR-5 Land Acquisition, Involuntary Resettlement and Economic Displacement does apply because a
government decree was established which allowed the government to allocate land to the Project as a public
need. Although many farmers willingly agreed to the terminate previous land lease agreements, the Decree

allowed the Project to acquire land with the influence of the Government and allowed district hokimiyats to
resort to expropriation through the legal system.

EBRD PR-7 “Indigenous Peoples” does not apply since there are no indigenous peoples affected by the
Project.

EBRD PR-9 “Financial Intermediaries” does not apply either as the Company is not a financial intermediary.

2.2.2 International Financial Corporation

The IFC is a member of the World Bank Group and is recognised as an international leader in environmental
and social sustainability policy. As a part of the ‘positive development outcomes’ outlined in the IFC’s Policy
on Social and Environmental Sustainability, the Corporation applies a comprehensive set of social and
environmental Performance Standards in its project review process. The current IFC Policy and Performance
Standards on Social and Environmental Sustainability came into force in January 2012.

There are eight IFC Performance Standards:

e |FC PS1 - Assessment and Management of Environmental and Social Risks and Impacts

e |FC PS2 - Labour and Working Conditions

e |FC PS3 — Resource Efficiency and Pollution Prevention

e |FC PS4 — Community Health, Safety and Security

e |IFC PS5 — Land Acquisition and Involuntary Resettlement

e |FC PS6 — Biodiversity Conservation and Sustainable Management of Living Natural Resources

e |FC PS7 — Indigenous Peoples; and

e |FC PS8 — Cultural Heritage.

IFC PS5 — Land Acquisition and Involuntary Resettlement does apply because a government decree was
established which allowed the government to allocate land to the Project as a public need. Although many
farmers willingly agreed to the terminate previous land lease agreements, the Decree allowed the Project to

acquire land with the influence of the Government and allowed district hokimiyats to resort to expropriation
through the legal system.
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IFC PS7 - Indigenous Peoples does not apply since there are no indigenous peoples affected by the Project.

PS3 references the IFC’s EHS Guidelines; these are technical reference documents with general and industry-
specific examples of Good International Industry Practice. The following EHS Guidelines are relevant to the
Project:

e Environmental, Health and Safety Guidelines. General Guidelines (2007)

e Environmental, Health, and Safety Guidelines for Annual Crop Production (20186).

Where host country regulations differ from the levels and measures presented in the EHS Guidelines, projects
are expected to achieve whichever standards are more stringent. If less stringent levels or measures are

appropriate in view of specific project circumstances, a full and detailed justification for any proposed
alternatives is needed as part of the site-specific environmental assessment.

2.2.3 International Labour Organization

Uzbekistan ratified the following eight fundamental conventions of the International Labour Organization:

1. Forced Labour Convention, 1930 (No.29), ratified by Uzbekistan in 1992 and Protocol of 2014 to the Forced
Labour Convention (1930), ratified by Uzbekistan in 2019

2. Freedom of Association and Protection of the Right to Organise Convention, 1948 (No0.87), ratified by
Uzbekistan in 2016

Right to Organise and Collective Bargaining Convention, 1949 (No.98), ratified by Uzbekistan in 1992
Equal Remuneration Convention, 1951 (No.100), ratified by Uzbekistan in 1992

Abolition of Forced Labour Convention, 1957 (No.105), ratified by Uzbekistan in 1997

Discrimination (Employment and Occupation) Convention, 1958 (No.111), ratified by Uzbekistan in 1992
Minimum Age Convention, 1973 (No.138), ratified by Uzbekistan in 2009

Worst Forms of Child Labour Convention, 1999 (No.182), ratified by Uzbekistan in 2008
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The other applicable ratified conventions of the International Labour Organisation are:

e Forty-Hour Week Convention, 1935 (No0.47), ratified by Uzbekistan in 1992

e Holidays with Pay Convention, 1936 (No.52), ratified by Uzbekistan in 1992

e Maternity Protection Convention (revised 1952) (No.103), ratified by Uzbekistan in 1992

e Employment Policy Convention, 1964 (No.122), ratified by Uzbekistan in 1992

o Workers' Representatives Convention, 1971 (No.135), ratified by Uzbekistan in 1997

e Collective Bargaining Convention, 1981 (No.154), ratified by Uzbekistan in 1997

e Labour Inspection (Agriculture) Governance Convention 1962 (No.129), ratified by Uzbekistan in 2019

e Tripartite Consultation (International Labour Standards) Convention 1976 (No.144), ratified by Uzbekistan
in 2019 (not yet in force).

Uzbekistan acknowledges the issue of child and forced labour'® in the country and is now implementing the
Decent Work Country Programme that has been established as the main vehicle for delivery of ILO support to
the country in implementing ILO standards.

2.24 EU Directives and Standards
The following European Union (EU) Directives will apply to the Project:

e SEA Directive 2001/42/EC

0" Decree of the Cabinet of Ministers No.349 of 10.05.2018 N0.349 "On Additional Measures to Eradicate Forced Labour in Uzbekistan"
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e EIA Directive 2014/52/EU

e Birds Directive 2009/147/EC

e Habitats Directive 92/43/EEC

e Water Framework Directive 2000/60/EC

e Groundwater Directive 2006/118/EC

e Sustainable Use of Pesticides Directive 2009/128/EC

e EU Waste Framework Directive (2006/12/EC)

e EU Directive Indicative Occupational Exposure Limit Values (2017/164/EU).

2.2.5 Best Available Techniques

Integrated Pollution Prevention and Control (IPPC) Reference Document on Best Available Techniques for the
Textiles Industry (2003).
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3 Assessment Scope and Methodology

3.1 Approach

The aim of the Environmental & Social Impact Assessment is to identify the potential environmental and social
impacts of the Project and to define mitigation and management measures to avoid, reduce or remediate
potential adverse E&S impacts. To meet international standards the general approach to the Project impact
assessment has been developed based on best international ESIA practice and include the following key
steps:

Define the Project and consider alternatives: Define the proposed Project activities, including
preparation, development/construction works and operation practices which are likely to affect the
surrounding environment, farmers and communities along with considering the alternatives

Scoping: Define the scope of the E&S assessment based on the issues which may cause significant effects
on the receiving environment, communities and individuals based on the opinion of stakeholders and
findings of the Scoping Phase

Baseline Conditions: Define the existing baseline E&S conditions of the Project area and potential Project
Aol. The baseline seeks to identify the E&S receptors and resources within the study area to understand
and determine the value (or sensitivity) of these receptors and resources

Study Area(s): Establish the study areas / area(s) of influence, including both the spatial and temporal
boundaries

Identify potential E&S impacts of the Project: Define (for relevant aspects) the value (or sensitivity) of
the receptors and resources likely to be impacted. Identify the potential E&S impacts (including cumulative
and synergistic impacts). Determine the magnitude of potential impacts (i.e. change) from the Project on
the environmental and social baseline conditions (including the receptors and resources). Determine the
likely significance of the effect of these impacts before mitigation measures are applied (i.e. Significance of
Effects (without mitigation))

Detail appropriate mitigation: Detail appropriate mitigation measures to address predicted negative
effects and enhancement measures to maximise anticipated benefits of the Project

Assess the residual effects of the Project and determine the level of significance: Determine
significance of residual effects (including any residual cumulative and synergistic) after consideration of the
effectiveness of the design and committed mitigation measures. This stage of the impact assessment
determines the likely significance of any residual effects following the application of mitigation measures
(i.e. Significance of Effects (with mitigation)) by considering the Significance of Effects (without mitigation)
along with the probable success of mitigation measures

Plan environmental and social management and monitoring arrangements, including stakeholder
engagement.

In line with the applicable international requirements for impact assessment, the scope of the ESIA study
includes:

Environmental, social, human rights, labour, gender, health, safety and security risks and impacts

The Project and related facilities

Risks and impacts that may arise for each key stage of the Project cycle: including pre-construction,
development/construction, operation and decommissioning or closure

Identification of Project stakeholders, including vulnerable stakeholders who may be disproportionately
impacted
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e Role and capacity of the relevant parties including the Project Sponsor, government, farmers, contractors
and suppliers

e Potential third-party impacts including supply chain considerations.
Based on the assessment approach, the ESIA has identified the nature of impacts (negative or positive), their
types (direct and indirect) and magnitude, impact likelihood, reversibility, duration and extent of impacts related

to the bio-physical and socio-economic environment as well as cumulative impacts resulting from any other
activities and operations in the Project area.

The definition of the Project includes all infrastructure and facilities that are directly part of the proposed
development. An associated development of 5 km Power Transmission Line in Syrdarya region that exist
specifically for the Project has also been identified and assessed.

3.2 Scoping Assessment

For the first step in the ESIA process, in July-August 2019 the Consultant undertook a Scoping Study aiming
at:

e Reconnaissance with the Project
e Reviewing and determining the Project E&S compliance

e Reviewing the existing Project documentation and studies against the applicable national and
international compliance requirements

e Identification of gaps in the baseline to inform the ESIA study to meet international standards
e Determining key issues related to the Project that will be addressed in the ESIA study

e |dentification of key Project stakeholders, interested and affected parties and undertaking scoping
consultations with them

e Planning stakeholder engagement and disclosure for the Project life cycle, including during the ESIA
phase of the Project.

The scoping site visit took place between 14-20 July 2019. Five members of the Consultant’s team travelled
to the Kashkadarya and Syrdarya regions, inspected the Project sites and the area, consulted with local
governments, authorities and communities’ and farmers’ representatives and local Women Affairs Committees
in communities (Chapter 4) in the Project area and discussed the Project with the Company and Sponsor.

Scoping Surveys

The Scoping Study carried out water and soil sampling and testing across the Project sites to identify the
current status of water and soils in the Project area and inform the environmental impact assessment. Results
of all water and soil tests completed during the Scoping and Impact Assessment Phases of this ESIA are
included in Volume Il (“Appendices and Supporting Documents”) of the ESIA Report.

The Consultant produced a Scoping Report (August 2019) that summarises the ESIA programme, studies and
sets out the potential E&S issues associated with the Project and establishes the scope and methodology of
studying potentially significant environmental and social impacts of the Project.

3.3 Potential Impacts

Based on the scoping process, the assessment of impacts in the ESIA has focused on the following issues:

e Child and forced labour

e Freedom of association

e Community health, safety, security and well-being
e Occupational health and safety
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e Socio-economic impacts, especially on women

e Vulnerable groups

e Disturbance

e Influx of workers and population changes

e Land acquisition and economic displacement, including previously completed land allocation

e Air quality

e Noise and vibration

e Hydrology

e Hydrogeology / land contamination

e Ecology

o Waste

e Traffic and transport

e Cultural heritage

Detailed consideration of all potential social and environmental impacts of the Project is reported in the
subsequent assessment sections in Chapters 5 and 6 respectively. Impacts associated with the

decommissioning of the Project facilities are discussed and assessed under respective environmental and
social topics.

Surveys of the Impact Assessment Phase

The ESIA phase surveys were undertaken during a number of site visits to the Project area in August and
September 2019 to inform the impact assessment process in line with the findings of the Scoping Report.
These included:

e Irrigation water sampling and testing (mineralization, nitrates, nitrites, nitrogen, sulphates, ammonia, heavy
metals) — completed in August 2019

e Drainage water sampling and testing (mineralization, nitrates, nitrites, nitrogen, sulphates, ammonia, heavy
metals) — completed in August 2019

e Drainage water sampling and testing (pesticides) — completed in September 2019

e Soil sampling and testing (total humus, total phosphorus, total nitrogen, total potassium, nitrates, nitrites,
phosphates, ammonia, oil) — completed in August 2019

e Botanical survey across Project territory (plant communities, endangered and alien species) — completed
in August 2019

e Birdlife surveys across the Project area and along the PTL route (associated project) — completed
between13 and 22 September 2019

e Transport survey — completed in August 2019.

Results of all water and soil tests completed at the Impact Assessment Phase are included in Volume llI
(“Appendices and Supporting Documents”) of the ESIA Report.

The ESIA assessment phase has also obtained historical climate data (for a period of 30 years) and climate
forecasts (for the period of 50 years) to inform the climate risk assessment study of the ESIA. The Climate
Risk Assessment Report is included in Volume Il (“Appendices and Supporting Documents”) of the ESIA
Report.
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3.4 Impact Assessment Methodology

Following scoping and identification of likely environmental and social effects, specialist assessments have
been carried out in order to predict potential impacts associated with the Project and propose measures to
mitigate the effects as appropriate.

3.41 Baseline

Initially, the baseline information used for the ESIA has been established using the following sources of

environmental and social information:

o Desk top studies of the Project area

e Feasibility studies undertaken by the Project to date
e Site visits to the Project area and interviews

e Analysis of water and soil samples conducted by the modern certified water and soil laboratory of the State

Enterprise “Uzbekhydroheologia”

e Analysis of water samples on pesticides conducted by the Testing Centre of the Certification Authority for
Fertilizers, Pesticides and Chemical Protection of Plants of the Scientific Institute of the Plant Communities
of the Academy of Science of the Republic of Uzbekistan, leading laboratory in the agricultural soil

chemistry in the Central Asia region
e Findings of the botanical survey
e Findings of the birdlife surveys
e Findings of the transportation survey

e Climate data provided by the Centre of Hydrometeorological Service under the Ministry of Emergency

Situations of the Republic of Uzbekistan (UzHydromet)
e National statistics data
e Data provided by local authorities and regulators
e Data provided by mahallas
e Publicly available information
e Consultation with the Project stakeholders.

Relevant baseline information used to support the assessment process is referenced / summarised in the

relevant impact assessment sections in Chapter 6.

3.4.2 Spatial Scope

The spatial extent of the study area is described by the geographical boundaries of the Project land and
sites. The definition of the spatial scope has taken account of:

e Nature of the existing baseline environment

e Manner of impact (e.g. effects on air quality may extend over some distance)

e Area affected by impacts (positively and negatively)

e Locations of affected communities (positively and negatively)

e Geographical boundaries of the political and administrative authorities, and

e Surrounding area where indirect and cumulative effects are likely to occur during the Project lifetime.

The effects for each of the disciplines are likely to be confined to different spatial extents. Where sensitive
receptors and resources are located beyond the immediate Project area, these have been considered under
respective environmental and social topics. The results of the stakeholder consultation (Chapter 4) have been

considered when determining the relevant spatial study area for specific E&S aspects.
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3.4.3 Temporal Scope

The ESIA addressed both positive and negative effects arising from the development/construction, operation
and decommissioning of the Project as follows:

o Development/construction effects that arise directly from land preparation and construction activities
(e.g. piling) but also from the temporary use of land (e.g. construction sites and lay down areas) or from
associated changes in traffic movements (e.g. diversions in and around the Project area)

e Operational effects that arise from Project facilities operation (including associated facilities), and

o Effects associated with decommissioning of Project facilities have been considered (e.g. recycling
and/or disposal of Project infrastructure, loss of employment).

The significance of the effects (both positive and negative) that will arise in each of these phases is based on
any changes compared to the baseline conditions (i.e. those conditions which would exist if the proposals did
not go ahead).

Development/construction effects have been assessed throughout the duration of the land preparation and
construction period for the Project and associated PTL project.

3.4.4 Area of Influence

The Aol indicates where proposed works or operations, including related facilities and infrastructure will have
a direct or indirect impact on the physical and social environment. This can result from aspects such as the
physical land-take or as a result of the potential impact that extends beyond the Project physical boundaries
such as noise. The Aol can also vary according to the stage of the Project that is being assessed such that
construction impacts may have a greater area of impact than for operation. For each impact assessment topic,
the spatial and temporal zones of influence are defined.

3.4.5 Assessment of Impacts

4.6.1 Overview

The impact identification and assessment process considered: (i) baseline conditions and sensitivity (value) of
resources/receptors, and (ii) the Project activities as a source of impacts. The assessment of the significance
of effects and identification of residual impacts has taken account of any incorporated mitigation measures
adopted by the Project and is largely dependent on the extent and duration of change, the number of people
or size of the resource affected and their sensitivity to the change. The criteria for determining significance is
specific for each environmental and social aspect but generally for each impact the magnitude is defined
(quantitatively where possible) and the sensitivity of the receptor is defined. Generic criteria for defining
magnitude and sensitivity are summarised below.

3.4.6 Magnitude

The assessment of magnitude has been undertaken in two steps. Firstly, the key issues associated with the
Project have been categorised as beneficial or adverse. Secondly, the magnitude of potential impacts has
been categorised as major, moderate, minor or negligible based on consideration of the parameters such
as:

Type of impact: direct/indirect/cumulative

Duration of impact: ranging from beyond decommissioning to temporary with no detectable impact
Spatial extent of impact: within the site (local) and boundary to regional, national or transboundary
Reversibility: ranging from permanent requiring significant intervention to return to baseline to no change
Likelihood: ranging from occurring regularly under typical conditions to unlikely to occur
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e Compliance with legal standards and established professional criteria: ranging from substantially exceeds
national standards and limits / lenders guidance to meets or exceeds minimum standards or lenders
guidance

e Number of people or groups affected: from individual to nation-wide
Benefit sharing: from local to transboundary.

Table 3.1 below outlines the criteria for determining magnitude for this assessment.

Table 3.1: General criteria for determining impact magnitude

Magnitude Description
(beneficial or adverse)
Major Fundamental change to the specific conditions assessed resulting in long-term or permanent

change, typically widespread in natural or social environment, and requiring significant intervention
to return to baseline; exceeds national standards and limits

Moderate Detectable change to the specific natural and social environment conditions assessed resulting in
non-fundamental temporary or permanent change

Minor Detectable but minor change to the specific natural and social environment condition assessed

Negligible No perceptible change to the specific natural and social environment condition assessed

Source: Mott MacDonald

Typical criteria for determining sensitivity of receptors are summarised below.

3.4.7 Sensitivity of Receptors

Sensitivity is generally site specific and criteria have been developed from the baseline information gathered.
The sensitivity of a receptor will be determined based on review of the population (including proximity / numbers
/ vulnerability) and presence of features on the site or the surrounding area. Generic criteria for determining
sensitivity of receptors are outlined in Table 3.2. The assessment will define sensitivity in relation to their topic.

Table 3.2: General criteria for determining sensitivity (positive or negative)

Magnitude Definition

(positive or negative) (type and duration of the impact, spatial extent, reversibility and ability of comply
with legislation)

High Vulnerable receptor (human or terrestrial) with little or no capacity to absorb proposed changes or
minimal opportunities for mitigation (or with very little or no access to alternative similar sites or
services)

Medium Vulnerable receptor (human or terrestrial) with limited capacity to absorb proposed changes or

limited opportunities for mitigation (or with little access to alternative similar sites or services)

Low Non-vulnerable receptor (human or terrestrial) with some capacity to absorb proposed changes or
moderate opportunities for mitigation (or with some access to alternative similar sites or services)

Negligible Non-vulnerable receptor (human or terrestrial) with good capacity to absorb proposed changes or
and good opportunities for mitigation (or with good access to alternative similar sites or services)

Source: Mott MacDonald

3.4.8 Impact Evaluation and Determination of Significance

Likely impacts have been evaluated taking into account the interaction between the magnitude of impact and
resource/receptor sensitivity criteria as presented in the impact significance matrix in Figure 3.1 below. Four
significance categories (major, moderate, minor and negligible) have been used to assess each
environmental and social impact.

For each E&S aspect, the significance of impacts has been discussed before and after mitigation (i.e. residual
impact). Impacts that have been evaluated as being ‘moderate’ or ‘major’ are significant effects and will be
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identified as such in the specialist assessment sections in Chapter 6. Impacts that are ‘minor’ or ‘negligible’
are not significant.

Where feasible the following hierarchy of mitigation measures will be applied to significant impacts to reduce,
where possible, the significance of impacts to acceptable levels:

e Mitigation / elimination through design

e Site / technology choice

e Application of best practice.

Figure 3.1: Impact Significance Matrix

Adverse Beneficial
Major Moderate Minor Negligible Minor Moderate Major
woh SOOI MBI voserate  Negignie | oderate | NNNGGRNN (NGO
Medium - Moderate Minor Negligible
Low Moderate Minor Negligible Negligible Negligible Minor
Negligible Minor Negligible Negligible Negligible Negligible Negligible Minor

Source: Mott MacDonald

For non-significant effects mitigation and good practice measures has been recommended where appropriate.

Uncertainty

Any uncertainties associated with impact prediction or the sensitivity of receptors due to the absence of data
or other limitation have been explicitly stated. Where applicable, the ESIA makes commitments concerning
measures that should be put in place with monitoring and / or environmental or social management plans to
deal with the uncertainty. This is summarised in the Project ESMP.

3.4.9 Assessment of Cumulative Impacts

Cumulative impacts are those effects that may result from the combination of past, present or future actions of
existing or planned activities in a project’s area of influence. While a single activity may itself result in an
insignificant impact, it may, when combined with other impacts (significant or insignificant) in the same
geographical area and occurring at the same time, result in a cumulative impact that is significant.

The assessments within this ESIA have included, where relevant, an assessment of the cumulative impact of
the Project with other present developments in the Aol.

The ESIA takes account of the existing agricultural area within assessment of each E&S discipline through
characterisation of the existing baseline conditions (Chapter 6). Potential cumulative environmental effects of
the Project will be associated with the overall reduction in water consumption for irrigation and reduction of soll
impacts through more efficient use of chemicals and pesticides in the Project area.

3.4.10 Proposals for Monitoring

Where appropriate, proposals for future monitoring have been put forward within the assessment Sections in
Chapter 7. These proposals for monitoring have been designed to evaluate the accuracy of the impact
prediction and the success of the implemented mitigation measures. All future monitoring has been committed
within the ESMP.
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4 Information Disclosure, Consultation and
Participation

4.1 Overview

This Chapter outlines the information disclosure, consultation and participation activities that have been
undertaken as part of the ESIA process. It further summarises the outcomes of these activities, and defines
those actions planned for future phases in the Project lifecycle, as detailed in the Stakeholder Engagement
Plan, which can be found at the web-sites of District Hokimiyats in Kasbi, Nishon, Sardoba and Oqoltyn districts
(www.indorama-agro.com).

This Chapter discusses:

e Principles of consultation

e Consultation requirements

e Core stakeholders and consultees

e Project consultation activities and their outcomes
e Project grievance redress mechanism.

4.2 Principles of Consultation

Early and ongoing consultation, disclosure and meaningful stakeholder engagement are key requirements for
projects financed by the International Lenders. The ESIA is informed by the outcomes of consultation activities
included in the SEP that is produced to guide the stakeholder engagement and disclosure process for the
lifecycle of the Project.

The Project SEP has been designed to guide public consultation and disclosure activities up to the completion
of the ESIA Report and through the development/construction and operation phases of the Project. It is a
strategic document for planning meaningful and appropriate consultation with the key stakeholders and will be
updated periodically as the Project progresses. Stakeholders are defined as persons and entities who are
interested in, are affected by, or can affect the outcome of the Project. Specific objectives of the SEP are to
provide a consultation strategy for the Project to:

Ensure all legal and international requirements related to consultation are addressed

Involve the full range of stakeholders in the planning of the Project to improve the Project design,
implementation and monitoring

e Encourage an open dialogue with the affected communities (ACs) where the Project is located
o Keep all interested and affected stakeholders informed of Project progress

e Provide a grievance mechanism for the ACs to raise complaints and ensure that they are appropriately
addressed by the Project.

The SEP is underpinned by the principles that community engagement should be free of external manipulation,
interference, coercion and intimidation and conducted on the basis of timely, relevant, understandable and
accessible information. Consultation activities should always be well planned and based on principles of
respectful and meaningful dialogue.
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4.3 Consultation Requirements

4.3.1 Overview

This Section provides an overview of the national and international disclosure, consultation and stakeholder
engagement requirements applied to the Project. It is anticipated that financing for the Project will be sought
from International Lenders meaning that the Project will need to be structured to meet the EBRD Environmental
and Social Policy (2014) and Performance Requirements and IFC Performance Standards on Environmental
and Social Sustainability (2012). These requirements have been considered in planning stakeholder
engagement and have guided the consultation process of the Project as described below.

4.3.2 National Consultation Requirements

Several developments under the Project as well as the associated project are subject to national EIA as
discussed in Chapter 2.

The national EIA process'' specifies two non-mandatory mechanisms for consultation during the EIA process:
the public environmental review (PER) and public hearings. PER might be undertaken by an independent
expert panel and the opinion granted by PER will not have mandatory implications.

There is no official regulatory guidance as to which type of project requires a public hearing or how public
hearings should be conducted. The EIA Procedure Manual provides some guidance. It recommends that public
hearings be held when the draft EIA Report is ready and suggests how organise such events and who potential
attendees might be.

The Law on Environmental Expertise (2017)'? states, that a project promoter could announce locally that the
EIA procedure is underway. In this case, after completion of the EIA process, the EIA findings should be made
public within one-month period. However, there is no specific legislation that guides the disclosure procedure.
The national guidance specifies that results of public hearings and disclosure should be included in the EIA
documentation to be submitted for SEE review. The Statement on Environmental Consequences (Step 3 in
the EIA process) shall detail inter alia all comments received through the public hearings, if undertaken.

Since the existing approach to public consultation in Uzbekistan does not involve extensive engagement of
the general public and is sometimes limited to consultation with local authorities, rather than the general public,
the approach to planning engagement and disclosure for the Project has been guided by GIP embodied in the
applicable international requirements as summarised below.

4.3.3 International Consultation Requirements
EBRD Requirements
EBRD is committed to promoting environmentally sound and sustainable development in line with:

e EBRD ESP (2014) and PR10: Information Disclosure and Stakeholder Engagement
e Public Information Policy (2014)

The EBRD’s ESP defines stakeholder engagement as an on-going process which involves the following
elements: (i) stakeholder identification and analysis; (ii) stakeholder engagement planning; (iii) disclosure of
information; (iv) meaningful consultation and participation; (v) an effective grievance procedure or mechanism,
and (vi) ongoing reporting to relevant stakeholders. The process of stakeholder engagement should begin at
the earliest stage of project planning and continue throughout the project life.

" The Regulation on State Environmental Expertise in the Republic of Uzbekistan approved by Decree of the Cabinet of Ministers of the Republic of
Uzbekistan of 22.11.2018 No.949.

2 Law of the Republic of Uzbekistan No.73-113 of 14.09,2017 “On Environmental Expertise”.
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For this Project EBRD requires that the Company will:

e Build disclosure and consultation requirements into each stage of the ESIA process

e |dentify and document the various individuals or groups who are or will be directly or indirectly affected by
the Project, including any vulnerable individuals or groups, and those who may have an interest in it

e Define clear roles, responsibilities and authority as well as designate specific personnel to be responsible
for stakeholder engagement activities including implementation and monitoring

e Engage in a scoping process with interested parties and make sure that stakeholders are able to provide
comments and recommendations on the draft SEP and other scoping documents.

e Develop and implement a Stakeholder Engagement Plan

e Disclose the Environmental and Social Action Plan and other relevant documents prepared as part of the
ESIA study in accordance with the SEP

e Keep the ESIA in the public domain throughout the life of the Project which may be amended from time to
time, with additional information

e Provide annual reports to the Project stakeholders on E&S performance (as publication or via a website)
throughout the life of a project. These reports will be in a format accessible to the affected communities

e Disclose additional information at key stages in the project cycle (prior to construction start, start-up of
operations, decommissioning)

e Inform the ACs if there are material changes to the Project which result in additional adverse impacts or
issues of concern and report how these impacts and issues are being addressed including disclosure of
the Environmental and Social Management Plan in accordance with the SEP

e Carry out additional disclosure and consultation if additional adverse impacts on the ACs are significant
e Respond to stakeholders’ concerns related to the Project in a timely manner

e Establish an effective grievance mechanism to receive and facilitate resolution of stakeholders’ concerns
and grievances

Special provisions shall be made to allow disadvantaged or vulnerable groups or individuals to be informed
about the Project and give their views on the Project where appropriate.'®
IFC Requirements

IFC’s PS1 on Assessment and Management of Environmental and Social Risks and Impacts includes the
relevant disclosure and stakeholder consultation requirements which include the following:

e Start as early as possible in the project cycle;

e Continue throughout the life of the project;

e Be free of external manipulation, interference, coercion, or intimidation;

e Where applicable enable meaningful community participation; and

e Conduct consultation on the basis of timely, relevant, understandable, and accessible information in a
culturally appropriate format.

IFC’s Access to Information Policy states that for Category A projects proposed for financing, a summary of
review findings and recommendations must be disclosed and include as a minimum the following information:

e Reference to the Performance Standards and any applicable grievance mechanisms, including the
compliance advisor/ombudsman

S As defined in the EBRD’s ESP vulnerable groups refer to people who, by virtue of gender identity, sexual orientation, religion, ethnicity, indigenous status,
age, disability, economic disadvantage or social status may be more adversely affected by project impacts than others and who may be limited in their
ability to claim or take advantage of project benefits. Vulnerable individuals and/or groups may also include, but not be limited to, people living below the
poverty line, the landless, the elderly, women and children headed households, refugees, internally displaced people, ethnic minorities, natural resource
dependent communities or other displaced persons who may not be protected through national legislation and /or international law.
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e The rationale for IFC’s categorisation of the project
e A description of the main social and environmental risks and impacts of the project

e Key measures identified to mitigate those risks and impacts, specifying any supplemental measures and
actions that will need to be implemented to undertake the project in a manner consistent with the
Performance Standards

e Electronic copies or weblinks to any relevant ESIA Report prepared by the developer

e Any additional documents such as Action Plans, Stakeholder Engagement Plans, Resettlement Action
Plans, etc.

4.4 Stakeholder Identification

The Project identifies the stakeholders who are persons or groups who are directly or indirectly affected by the
Project, as well as those who may have interests in the Project and/or the ability to influence its outcome, either
positively or negatively. Stakeholders for the Project include locally affected communities and their formal and
informal representatives, the Company’s employees and contracted farmers, national, regional and local
governments and authorities, civil society organisations and groups with special interests, the academic
community, or businesses.

During the ESIA study the Project has identified ten groups of key stakeholders. An analysis of key Project
stakeholders, their interests, and suggested communication and consultation method for each group is
summarised in Table 4.1 below.
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Table 4.1: Project stakeholders and consultation methods
Stakeholders Identified Status Engagement Methods

Disclosure of the Project leaflet
Disclosure of the Project HR Policy
Engagement with PU Managers
Engagement with the Project CLO
Engagement with EHS Officer(s)
Engagement with HR Manager

Employment advertisements
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Face-to-face meeting
Formal communications
ESIA Disclosure Package
Public Exhibition Event

Affected
Interested

Community grievance mechanism

Workers’ grievance mechanism

Monitoring missions

Progress and monitoring reports

67

Project website

() Project affected communities, vulnerable and marginalised groups X
o Residents of Kasbi and Nishon districts in Kashkadarya and Oqgoltyn and Sardoba District in X X X X X X X X
Syrdarya regions, including vulnerable and disadvantaged groups:

— disabled X X X X X X X
— elderly X X X X X X
— the poor X X X X X X X
— unemployed X X X X X X X X X
— women and female-headed households X X X X X X X X
— children under 16 years old X X X X X X
— young adults X X X X X X

() Employees, job seekers and non-employee workers and their representatives

e Contracted farmers (394) X X X X X X X X X X

o Employees of FE “Indorama Agro” LLC X X X X X X

e Construction workers (tbc) X X X X X X

e Trade Unions and employee representatives X X X X X X X X X X X

(i) International Lenders
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o EBRD

68

e IFC and associated consultants
(IV) International Organisations

e International Labour Organization
o International Cotton Advisory Committee

o Better Cotton Initiative
(V) National, Regional and Local Governments and Authorities
o Ministry of Agriculture

>

>

o Ministry of Employment and Labour relations
o Oblast Hokimiats (2)

o District Hokimiats (4)

X | X | X | X

e Coordination councils of citizens self-governance (mahallas)
o Local environmental authorities

e Local labour and employment authorities
(VI) Sector organisations

o «Uztextileprom» Association

o «Uzpakhtasanoat» JSC

(VIl) Civil society organisations and non-governmental organisations

X | X | X | X | X | X | X

X | X | X | X | X | X | X

x

X | X | X | X | X | X | X

x

X | X | X | X | X | X | X

X | X | X | X | X | X | X

o Farmers Association

o Uzbek-German Forum for Human Rights
Anti-Slavery International

International Labor Rights Forum

“Bankwatch”

Uzbekistan’s Women Committee

Others (to be identified through SEP disclosure)

(VIII) Human rights activists

e Shuhrat Ganiev
e Elena Urlaeva
e Zohid Zokirov
o Arslabai Utepov

(IX) Suppliers, Contractors and Private Businesses
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o Local supplier

69

o Local contractors
o Other businesses (to be identified through SEP disclosure)

(X) Other stakeholders

e Local public newspapers, local radio, local TV channels
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4.5 Project Consultation Activities and Outcomes

4,51 Overview

This Section describes the activities undertaken during the ESIA process and their outcomes, and summarises
those activities planned throughout the remainder of the Project’s lifecycle in accordance with the SEP and the
requirements outlined in Section 4.3.

45.2 Local Community Representatives

The Project will continue to cooperate with community self-government units in the Project area — mahallas.
Mahallas are chaired by elected “agsaqals” of citizens’ assemblies and supported by advisers and consultants
(advisers on elderly and veteran, youth and women affairs, adviser on religious education, community safety,
sports, etc.).

In order to reach those members of the communities adjacent to the Project who do not have access to the
Internet, such as the elderly or poor households, the Company has liaised with mahallas to request their
assistance and cooperation in stakeholder engagement activities for the Project. The mahallas in the Project
Aol held hard copies of the Project documentation (Project leaflet, SEP and Non-Technical Summary (NTS)
and the ESIA feedback forms) and later will make available the full final ESIA documentation in Uzbek
language in local public buildings so that when announcements are made in the media local people can easily
access further information. Local community representatives have been requested to encourage community
participation in the consultation process and also received feedback from their communities and passed this
on to the Project via the Community Liaison Officers (CLOs) appointed by the Company. The CLOs role is
explained further in Sub-section 4.5.4.

4.5.3 Women'’s Affair Committees

Each mahalla operates a Women’s Affair Committee that supports and represents interests of local women
living in respective communities. District Hokimiyats also run Women’s Affair Committees to protect interests
of women, govern and promote participation of women in decision-making and civil society organisations.
These committees have been used by the Company to encourage participation of women in the ESIA
disclosure consultation and explain them the feedback mechanism used in the ESIA disclosure campaign in
four project districts during the Draft ESIA disclosure period.

454 Community Liaison Officers

To date (December 2020), the Company has appointed two male CLOs; one each for Kashkadarya and
Syrdarya regions. The Project will appoint two additional female CLOs, one for each region. So, in total, there
will be four CLOs, one male and one female for each region.

The CLOs are responsible for community liaison and arranging communications with the Project-affected
communities throughout the Project preparation and operation in their respective regions. The CLOs will
document and record all stakeholder engagement as detailed within the SEP and will evaluate stakeholder
engagement performance to inform respective SEP updates. They will be responsible for implementation of
the SEP in their respective regions and receiving and channelling comments and concerns during the ESIA
phase. They will be attending and recording stakeholder engagement activities and maintain the grievance
mechanism. The Project CLOs will report to the Company’s Director. Contact details of the CLOs are provided
in Section 4.4.

The CLOs lead the ESIA disclosure process in four Project districts and each CLO was supported by two
assistants. An ESIA Disclosure Group headed by the CLOs was established by the Company for the ESIA
disclosure period via the Telegram app (a cloud-based instant messaging, videotelephony and voice over IP
service) to facilitate prompt communication and coordination between the Project CLOs, their assistants,
management of the branch offices and headquarters based in Tashkent — all being the key members of the
Group.

The CLOs were responsible for distribution of the Project flyers and ESIA feedback forms in respective
mahalas (refer to Appendix Error! Reference source not found. for the full list of mahallas covered by the
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ESIA disclosure), publication of advertisements, arranging comment boxes, community liaison, receiving and
channelling feedbacks from the ACs and other interested stakeholders in their respective regions.

4.5.5 Interaction with NGOs

The Project has established contacts and engaged local and international NGOs, CSOs and human rights
activists in the EISA consultations and will consider partnerships for their active participation in third-party
monitoring missions and will invite inspectors and observers to the Project sites for audits and visits. The
Project CLOs will report to lenders any contacts with the NGOs as a part of SEP reporting.

4.5.6 ESIA Consultation and Disclosure

4561 Project Information Disclosure

Operating in the country since 2010, the Sponsor has been disclosing information about the Project since 2017
via direct communication with stakeholders, its website, official announcements, mass media coverage.

FE “Indorama Agro” LLC has a very good partnership with the regional and districts hokimiyats with established
regular communication. District Hokimiyats will provide support to the Company in disclosing Project
information and engaging local farmers and communities and arranging Project exhibition events in the area.

All the Project documents will be disclosed in the Uzbek language. Respective advertisements will be placed
for one week in local newspapers, via the Project website (www.indorama-agro.com) and Hokimiyats’ webs-
sites in the Project districts. where the ESIA Scoping Report and SEP are available for review identifying where
to locate the documents and how to submit comments.

The ESIA Scoping Report and SEP will be published via the Project web-site, Hokimiyats’ webs-sites in Project
districts, disclosed via e-mail to interested stakeholders and made available in hard copy upon request in the
branch offices on FE “Indorama Agro” LLC and in Tashkent. The Project leaflet with a summary of the Project
scoping findings will be made available in hard copy in the ACs via mahallas. All will be provided with comments
boxes and feedback forms to allow for anonymous comments to be submitted.

456.2 ESIA Scoping Phase Consultation

In line with the international best practice and applicable international requirements, the consultation has been
undertaken to inform both the ESIA process and Project engagement and disclosure planning.

In July 2019, the initial consultation was undertaken as part of the ESIA Scoping Phase involving:
e Kasbi District Hokimiyat

e Sardoba District Hokimiyat

e Kamashi mahalla including Commission on Women’s Affairs of Kamashi mahalla

e Sardoba and Oqoltyn mahalla

e Environmental Expertise of the Kashkadarya Region

e Employment Support Department in Sardoba district

e Employment Support Department in Kasbi district

e Commission on Women'’s Affairs of Oqoltyn District Hokimiyat

e International Finance Corporation Office in Tashkent

The objectives of these engagement activities were to:
e Disclose information about the Project
e Engage the key stakeholders by introducing the ongoing feasibility study and ESIA process

e |dentify additional stakeholders, and
e |dentify concerns and opportunities to be addressed during the ESIA process.

The scoping consultations identified interests and views on the Project and contributed to identifying suitable
forms of stakeholder engagement and communication, as detailed in the Project SEP.
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The Scoping Report (Appendix A) provides an overview of dates, participants and key issues raised in the
scoping consultation process. All of these activities were in the form of face-to-face meetings and involved
representatives from FE “Indorama Agro” LLC, IFC Advisory Project and ESIA Consultant.

Consultation with the Farmers

The Project affected farmers interviewed by the ESIA Scoping Study in two districts of Kasbi and Sardoba
described the consultation process and confirmed that they were approached by the Hokimiyats and the
Famers Association and that they got a permanent job in FE “Indorama Agro” LLC as a compensation for
terminating their LLAs that provides access to a regular income generated through monthly salary payments.
The consultation process also established that affected farmers who are now employees of FE “Indorama
Agro” LLC are responsible for the land plots they previously used for farming and this approach was applied
by the Company to other affected farmers and is treated as informal policy of the Company and corporate
responsibility for mitigating social effects of the Project land acquisition process.

4.5.6.3 Impact Assessment Phase Consultation

While drafting the ESIA Report, the Project held another round of stakeholder engagement and consultation
activities to inform the gaps in the social baseline, describe details of the Government-led land acquisition
process completed for the Project as well as identify, discuss and plan livelihood restoration actions to be
implemented by the Project.

A site visit was undertaken from 1-7 December 2019 to have focus group discussions (FGDs) and meetings
with Indorama, local government in the affected districts, hokimiyats, farmers’ representatives, Indorama
workers (both direct and contract farmers) and local community members. The following consultations were
undertaken:

e Eleven focus group discussions in four districts, involving:

— Local communities

— Women in communities

— Former farmers, including farmers employed by Indorama
Contract farmers

e Short social surveys at each focus group
e Four District Hokimiyats were consulted
e Two Farmers’ Associations were consulted

Table 4.2 below provides a list of FGD meetings undertaken.

Table 4.2: Focus group discussions

No. Date Region District Attendees Type of attendees

1 2 December 19 Syrdarya Ogoltyn 7 Women from local communities

2 2 December 19 Syrdarya Oqoltyn 9 Men from local communities

3 2 December 19 Syrdarya Oqoltyn 13 Direct farmers (13 men)

4 3 December 19 Syrdarya Sardoba 10 Women from local communities

5 3 December 19 Syrdarya Sardoba 11 Direct farmers (3 women and 8 men)
6 4 December 19 Kashkadarya Kasbi 14 Direct farmers (1 woman and 13 men)
7 4 December 19 Kashkadarya Kasbi 13 Contract farmers (3 women and 10 men)
8 5 December 19 Kashkadarya Kasbi 14 Women from local communities

9 5 December 19 Kashkadarya Kasbi 11 Men from local communities

10 6 December 19 Kashkadarya Nishon 13 Women from local communities

11 6 December 19 Kashkadarya Nishon 10 Direct farmers (10 men)

Total 125

Source: Mott MacDonald December 2019
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Most participants of the FGDs were very positive about the Project. Direct and contract farmers in particular
were positive about working conditions (a stable salary, an eight-hour working day, training, vacation days).
The only exception was the direct farmer respondents from Sardoba District, who said that there were no
positive impacts from the Project. The main reason expressed for this opinion was that there was an
expectation that the Project would hire 630 farmers in the district, whereas it ultimately only hired 20.Also
because the recruitment process took several months from November 2018 to July 2019, so that people were
unemployed and lost household income during this period. Some commented that men from the local
communities went to other regions and countries to find better jobs and earn money and they worked mainly
as construction workers.

Participants from the Kasbi district who are now employees of FE “Indorama Agro” LLC, stated that affected
farmers who chose not to be employed by Indorama did not trust the Company. Some of the affected farmers
migrated from district to earn income as construction workers in other districts. Some of the affected farmers
started different businesses.

Direct farmers who participated in the FGD in the Nishon district suggested that some of the affected farmers
did not go to work in Indorama because they wanted to change the type of employment or start their own
business.

Community members involved in the FGDs were also on the whole positive about the Project. Those in the
Nishon district were expecting to become Indorama employees or that their land would be rehabilitated by the
Company so that they could start working as direct farmers in the future. Because of delays to the process,
these has been some community frustration. This employment of local people as direct farmers will happen to
happen once the land rehabilitation process that is currently underway has been completed which is expected
in the next two years.

FGDs identified that for local communities, cotton farming is not the only source of income, although it remains
to be on of major seasonal earnings for households. Other sources of household income include other farming
and agricultural operations (vegetable and melon growing, gardening, sericulture, livestock farming, poultry
farming, fishing and fish farming, bee farming, rabbit farming, ostrich farming, agricultural machinery for rent)
or non-agricultural or commercial earnings (work in mahallas, office work, pension allowances, milk processing
(kaymak, kefir, kurt, etc.), bread baking, sewing work, home weaving (carpets) and trade).

A short socio-economic survey in Uzbek was collected from all participants of the FGDs. These were collated
and used along with the FGDs to inform the socio-economic baseline section (Section 5.2) and Livelihood
Restoration Plan. A total of 114 surveys were received from communities, direct and contract farmers, including
46 from women.

The following meetings with other stakeholders were undertaken to inform the ESIA study. See Table 4.3 for
a list of meetings held.

Table 4.3:Meetings with Project stakeholders

Date Region District Attendees Type of attendees

3 December 2019 Syrdarya Ogqoltyn 6 Meeting with Oqoltyn District Hokimiyat and Indorama
3 December 2019 Syrdarya Sardoba 2 Meeting with Sardoba District Hokimiyat and Indorama
5 December 2019 Kashkadarya Kasbi 6 Meeting with Kasbi Hokimiyat, Indorama and Kasbi

Farmers Association

6 December 2019 Kashkadarya Nishon 6 Meeting with Nishon District Hokimiyat, Indorama and
Farmers Association

Source: Mott MacDonald December 2019

These meetings were used to describe the Government-led land acquisition process completed for the project
back in 2018, parties involved and their roles, role of the Company and gaps identified in meeting international
compliance in respect of land acquisition and livelihood restoration planning (for details refer to Sub-section
5.2.3). Minutes of meetings are included in Volume lll: Appendices and Supporting Documents of the ESIA
Report.
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4564 Draft ESIA Disclosure and Consultation
Approach taken

The Draft ESIA documentation was disclosed via the Company website (http://www.indorama-agro.com) on
24 April 2020. The COVID-19 restrictions delayed the start of the public events with the ACs in the Project
regions, so the overall disclosure period was extended to 96 days (against initially planned 60 days) to end on
30 July 2020. In response to pandemic restrictions an Interim Stakeholder Engagement Plan (i-SEP) was
developed in April 2020 to ensure continued meaningful stakeholder engagement during the COVID-19 crisis.
The i-SEP (Appendix A) was published on the Company’s website with the other Draft ESIA documents
(together the “ESIA package”). Due to limited access to internet and smartphones in Uzbekistan'* and the
Project affected areas, alternate approaches for engagement have focused on disclosing information to
affected stakeholders by means of paper Project flyers and feedback forms as well as traditional mass media.
In total 16,470 flyers and feedback forms were printed out and distributed by the Company across the Project
area (including 4,000 in Sardoba region and 12,470 in Kashkadarya region).

A decision was made to engage directly via e-mail/telephone with the interested local human rights activists
and NGOs and CSOs active at the national level and involved in the protection of human rights, labour rights
as well as other social development initiatives, who had sufficient internet connectivity to access the ESIA
documents. Direct conference call-consultation was selected for communication with NGOs/CSOs/human
rights activists who were keen to participate in the ESIA consultation process. A tool was provided for such
NGOs/CSOs/human rights activists via the Company’s e-mail box (info@indorama-agro.com) to register for
such a conference call.

ESIA disclosure in the ACs started on the 1 June 2020 when the COVID-19 pandemic restrictions were relieved
in the Project regions. It was decided that mass media communications need to be increased to ensure wider
dissemination and outreach during the period when Covid-19 restrictions were in place. With a focus on
reaching out to the affected stakeholders, video announcements were made on local television — Uzbekistan
TV and Syrdarya TV. Both are widely watched TV channels in the respective regions. The announcements
were featured for six days in each region during one month between 22 June and 22 July 2020, six times a
day at prime time in the mornings and in the evenings so that local people including individuals with literacy
issues were made aware of and invited to participate in the consultation.

The Project also placed advertisements in the mahallas in the ACs and Project offices to make sure that directly
affected individuals such as farmers, women, seasonal workers and Indorama staff are aware of the events
and invited. The 49 mahallas were approached initially and 49 comment boxes were installed in communities
across the Project area as referenced in Appendix B. A telephone number and email address for the local CLO
have also been provided.

Disclosure in the ACs

Seven communities in Kasbi and Nishon districts (Kashkadarya region) or 3% of the total ACs approached,
could not participate by providing their comments or opinions on the ESIA package because the quarantine
restrictions in these ACs (refer to Table 4.4 for details) and therefore did not have the opportunity to participate
in the ESIA consultation process

Table 4.4: Local communities in Kashkadarya region which have not commented yet on the ESIA
document

ACs in Kasbi district (no collection) ACs in Nishon district
Mustakilobod Yangiobod*

Okjangal

Maymanok

Korakungirot

Kungirot

Pandiron
Source: FE “Indorama Agro” LLC

*In 2018, smartphone penetration in Uzbekistan stood at just over 30% and the number of internet users was around 52%.
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Only six people in Yangiobod (all male) were able to comment before quarantine started.

The Company will keep comment boxes and feedback forms in these seven ACs and as soon as restrictions
are lifted people may share their comments on the Project.

In total 6,210 people from the ACs provided their comments on the Project or general feedback or requests,
including 1,908 women in 2 regions (or 32% of the total respondents who indicated their gender in the feedback
form) participated in the disclosure procedure and left their responses and suggestions. Nearly one-quarter
(23%) of respondents in Syrdarya region were female and 36% of respondents were female in Kashkadarya
region. Most likely, the actual ratio for women’s participation is slightly higher considering that 255 (5%)
respondents have not indicated their gender.

The majority of the 6,210 respondents (85%) used the ESIA consultation as a mechanism for requesting
individual support or investments in social infrastructure and utilities in their communities rather than
commenting on the ESIA itself and the gaps in assessment and proposed mitigation. Of the total comments
received, only 902 (15%) respondents clearly expressed their opinion of the Project. Of these, the majority
(89%) stated the positive impact of the Project (Table 4.5).

Table 4.5: Positive and negative opinion of the Project

) Syrdarya region Kashkadarya region Total
Topic men women men women men women
Positive about the Project 554 (97%) 27 (96%) 150 (77%) 72 (67%) 704 (92%) 99 (73%)
Negative about the Project 17 (3%) 1 (4%) 46 (23%) 35 (33%) 63 (8%) 36 (27%)
Total 571 (100%) 28 (100%) 196 (100%) 107 (100%) 767 (100%) 135 (100%)

Source: Community feedback in the ESIA disclosure consultation, June-July 2020

The mainly positive feedback demonstrates a largely positive perception of the Project presence in the ACs.
Key perceived benefits are associated with the modern technology that the Project brought in the cotton
farming, better employment and incomes. Key topics of the positive feedback are summarised in Figure 4.1:
below.

Figure 4.1: Positive feedback of the Project from the ACs'®
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Source: Community feedback in the Draft ESIA consultation, June-July 2020
The review of negative opinions has identified ten key categories of community concerns:

1. Community disturbance and odour
2. Unemployment in communities and lack of local jobs, including jobs for women and young adults
3. Low salaries and delays in paying salaries

> Some respondents stated in their feedback several benefits associated with the Project and these were treated under different topics as summarised in
the chart.
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. Lack of public utilities in communities (water, electricity and gas supply networks)
. Availability of water
. Use of hazardous chemicals (herbicides) by the Project and impact on the environment

. Occupational health and safety (use of agrochemicals)

4
5

6

7. Impact on community health and safety (use of pesticides and agrochemicals)

8

9. Poor public and social infrastructure (community roads, schools, healthcare facilities)
1

0.lmpact on livelihoods (reduced supplies in fodder/straw and dry cotton plants used as fuel by local
communities).

All of the aforementioned issues have been considered by the impact assessment and respective comments
has been provided on the aforementioned concerns with the reference to mitigation measures envisaged in
the ESIA documentation and the Project ESAP. Details of the ESIA disclosure process are provided in the
Summary Consultation Report (SCR) in Volume Il of the ESIA Report — Appendices. The SCR describes how
the disclosure process was arranged and what were the outcomes.

Respondents from both regions (53 respondents in total) also commented on the lack of employment
opportunities for young adults as there are no skilled jobs for young people in the ACs and the young adults in
the Project affected area are added in the vulnerable group of stakeholders. The proposed
mitigation/enhancement measures have been updated in this ESIA Report in order to target economic
opportunities and other benefits to this and other vulnerable groups.

In conclusion, the feedback received from the ACs generally mirrors and repeats the findings of focus group
discussions undertaken with the local farmers and the ACs during the ESIA assessment phase. No major,
undiscovered issues or gaps that are likely to require modification to the Project, impact assessment and
resulting Project ESAP have been identified in the ESIA disclosure. The impact on households’ livelihoods is
clearly traced in the feedback received from the ACs. Recognising that the Project will not be able to provide
employment for many of the directly affected households, the Project LRP remains a key approach in mitigating
economic displacement as it focuses on livelihood restoration activities related to the agriculture sector. The
Project LRP is considered to be the key mechanism in mitigating economic displacement and promoting
community engagement with the displacement affected people. The Company will allocate qualified resources
and a budget to sustain LRP implementation, as well as ensure continuous internal and external monitoring
and reporting, including to the interested NGOs/CSOs and human rights activists.

Consultation with interested stakeholders

FE “Indorama Agro” LLC consulted interested stakeholders to ensure that stakeholders who would have been
able to participate in the public exhibition events under normal circumstances were also able to provide their
feedback on the ESIA and ESAP package. The table below summarises stakeholders approached in the ESIA
disclosure process.

Table 4.6: NGOs and local human rights activists

NGOs/CSOs Local human rights activists
Farmers’ Association Shuhrat Ganiev

Uzbek-German Forum for Human Rights Elena Urlaeva

Anti-Slavery International Zohid Zokirov

International Labor Rights Forum Arslabai Utepov

NGO “Bankwatch”
Source: FE “Indorama Agro” LLC

In total nine comments/questions about the Project, ESIA package, consultation and disclosure process were
received from Bankwatch and local human rights activists. Of these, six comments/questions were received
from local human rights activists. These included: (i) a question on the Project feedback mechanism and
access of CSOs to such a mechanism, (ii) a proposal for a partnership and cooperation in monitoring
environmental and social performance of the Project, (iii) a comment expressing an opposition to the Project
and cotton farming in general, (iv) a question on interrelationship between this cotton farming project of the
Company in Kashkadarya and Syrdarya regions and IFC-funded project in Fergana region, and state quoters
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imposed on the farmers, (v) and (vi) two questions on the possibility for human rights activists to be involved
in third-party monitoring of measures against child labour and forced labour. The key point of human rights
activists’ interest is thus on building up a partnership with the Project to carry out monitoring during the cotton
weeding and harvesting period (April-November). Since continuous monitoring is a commitment of the
Company stipulated in the Project ESAP, engagement of third parties will be further discussed with all
interested stakeholders and promoted by the Project with support from ILO. The ILO is currently developing
the monitoring methodology for the Project and will provide training of independent monitors to be engaged in
the Project labour monitoring activities.

Responses have been provided to all comments and questions received from NGOs and human rights activists
as described in detail in the CSR in Volume lII of the ESIA Report — Appendices.

International disclosure

International disclosure of the ESIA package was undertaken via the EBRD (www.ebrd.com) and IFC
(www.ifc.org) websites starting from 24 April 2020 in English and Uzbek language for a period of 60 days in
accordance with the EBRD Environmental and Social Policy and IFC Environmental and Social Sustainability
Policy. Three questions arrived via this mechanism, all were from the NGO “Bankwatch” and related to the
timing of the public consultation, availability of the response summary and its public disclosure and
indicators/expectations for the public engagement.

Conclusions on the Draft ESIA consultation and disclosure

The Draft ESIA disclosure and consultation is considered to have been effective in engaging all of the four
Project-affected districts and has been largely positive in its outcomes. Despite the COVID-19 restrictions that
coincided with the ESIA disclosure and consultation period, the Project managed to adjust the engagement
programme for ensuring a large-scale outreach (6,210 people from the ACs) and promote participation of
women (1,908 female respondents or 32% of the total respondents who indicated their gender in the feedback
forms). Almost all (97%) of the ACs approached in the ESIA consultation provided their
feedback/comments/concerns associated with the Project.

The latest consultation results conducted in June-July 2020 as part of ESIA disclosure have informed the ESIA,
SEP and stakeholder engagement programme to address certain concerns and/or consultation outcomes,
identified as follows:

e Improve gender sensitivity in consultation activities

e Improve attention to vulnerable groups in consultation and general Project activities

e Improve the warning system around spraying

e Seek solutions to the stalks and straw issue (to address the associated loss of livelihoods).

In the post disclosure period, there will be targeted efforts to reach out to people who were not able to comment
on the Project because of the pandemics protective measures imposed by the government. Seven
communities that were locked in quarantine in Kashkadarya region and were not able to share their comments
on the Project will be able to share their feedback when quarantine restrictions are lifted. The Project will keep
comment boxes and feedback forms in these seven ACs for this purpose. The Project CLOs will bring to these
and other mahallas hard copies of the NTS, SCR and SEP in Uzbek language to share the final ESIA findings,
consultation outcomes as well as information of the key Project stakeholders, forthcoming engagement
programme and grievance mechanism. It is estimated that these documents will be shared before the end of
2020 subject to restrictions being lifted.

Young adults in the Project affected areas have been identified as a vulnerable group of stakeholders taking
into consideration the ACs’ comments regarding difficulties which the young adults are experiencing in finding
employment locally. The proposed mitigation/enhancement measures have been updated in the ESIA Report
in order to target economic opportunities and other benefits to this and other vulnerable groups.

New Project stakeholders have been identified during the ESIA disclosure:

e Local human rights activists
— Shuhrat Ganiev
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— Elena Urlaeva
— Zohid Zokirov
— Arslabai Utepov
e NGOs
“Bankwatch”

All new stakeholders are included in the Project SEP to ensure that consultation and disclosure with the key
stakeholders continues beyond the ESIA process throughout the lifecycle of the Project.

The Project is committed to preventing any forms of child labour and forced labour in the Project supply chain
or any other operations it will be dealing with. This commitment is included in the ESIA and Project ESAP. The
Company will continue its engagement with all interested stakeholders including the ILO and other local civil
society organisations on this matter during the Project lifetime as detailed through the consultation programme
included in the SEP.

456.5 Disclosure of the Final ESIA Report

Following the 94-day disclosure period and the updating of the ESIA to address stakeholders and Lenders’
comments and queries, the ESIA documentation is being finalised. The final ESIA package will be disclosed
on the Company and Lenders’ websites in December 2020. Hard copies of the full ESIA documentation will
be made available locally at the locations detailed in Table 0.1.

45.7 Consultation Planned throughout the Lifetime of the Project

The Project SEP outlines ongoing stakeholder engagement throughout the Project’s lifecycle including
construction, operation and decommissioning phases. The activities include communications as necessary
with village representatives, information disclosure to local communities at key project milestones such as the
beginning and end of construction, regular updating of the Project website and social media, updating the SEP
and annual Project reporting.

4.6 Community Engagement and Community Asset Programmes

The Project is currently promoting sustainable engagement with local communities to align their interests and
make the community a direct stakeholder by creating community asset as a part of the Project. The purpose
of creating community asset is to create an income enhancement opportunity for the ACs. A Project Community
Engagement Programme (CEP) has been designed with the support of IFC Agri Advisory.

The Community Asset Programme (CAP) is the first initiative under CEP and Indorama intends to broaden its
CEP initiatives going forward. CAP targets at community asset which local community is familiar with and can
benefit the most from it. The Company evaluated various options and based on the local capacity, culture and
tradition selected to create mulberry plantations close to villages adjoining the ACs.

CAP as a tool for engaging with communities and meeting their aspirations and showing that the Company
cares for them and the Project is aligned with their long-term interest of income enhancement and improving
their living standards.

Consultation was undertaken by FE “Indorama Agro” LLC and IFC Agri Advisory to plan and prepare the CAP
programme. The following are completed and planned consultations:

e September — October 2019 — Develop an Advisory Committee to provide expert guidance in CEP planning
and decision making
e October — November 2019- Engage the community in CAP implementation

e October 2019 — March 2020 — Hold public meetings and informational booths at community events
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e October 2019 — March 2020 — Establish a two-way channel (dialogue) so that the communities can provide
feedback, raise concerns, express their needs and interests, and the Company can continuously keep
these communities informed and engaged

Results from Nishon district FGDs found that CAP has educated the women in how to make silk processing
more productive and the women are very grateful.

Figure 4.2: Planting mulberry trees Figure 4.3: Leaves harvesting

Source: FE “Indorama Agro” LLC

CAP has started in 2019 is currently designed for a period of 2026. Mulberry trees will be planted during first
three year with the first harvest anticipated in 2021. Mulberry plantation will include 13,888 trees per 1 ha with
leave harvest at 97,000 kg per ha. CAP will cover an area of 450 ha in total and will engage two Project regions,
four districts, 30 villages, 21,874 households and over 80,000 people by 2026. The Company will provide
agronomist support and take care of mulberry plantation during first three years after planting to make sure
that trees a growing well and leaves are of good quality. Each household will get 2 boxes (2 seasons) and
approximately 1,000 kg of leaves is needed for each box.

CAP intends to establish its own grievance mechanism with various options allowing community members to
raise concerns and to have them addressed in a timely manner. It also intends to involve the community in
monitoring selected CEP aspects. More details of CEP and CAP are available in Volume IlI: Appendices and
Supporting Documents of the ESIA Report.

4.7 Project Grievance Redress Mechanism

The Project identifies grievance as an actual or perceived problem that might give grounds for complaint. As
a general policy, FE “Indorama Agro” LLC will work proactively towards preventing grievances through the
implementation of impact mitigation measures (as identified by the ESIA Report and ESMP) and ongoing
engagement by the community liaison officers.

Anyone will be able to submit a grievance to the Project if they believe a practice is having a detrimental impact
on him or her individually, on the community, the environment, or on their quality of life. They may also submit
comments and suggestions.

4.8 Confidentiality and Anonymity

The Project will aim to protect the person’s confidentiality when requested and will guarantee anonymity in
annual reporting. Individuals will be asked permission to disclose their identity if this helps the resolution of a
particular grievance. Investigations will be undertaken in a manner that is respectful of the aggrieved party and
the principle of confidentiality. The aggrieved party will need to recognise that there may be situations when
disclosure of identity is required, and the Project will identify these situations to find out whether the aggrieved
party wishes to continue with the investigation and resolution activities.
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4.9 Grievance Reporting and Resolution

A grievance mechanism, detailed in the SEP, provides a formalised tool for receiving, acknowledging,
investigating and addressing grievances, complaints and concerns from the Project-affected communities and
individuals as well as interested stakeholders. This aims to offer predictable, transparent and credible
processes for all the parties, producing relatively inexpensive, fair and effective results. It also aims to provide
a gender-sensitive, inclusive and culturally acceptable process that will be available to all members of the
community.

Effective stakeholder engagement aims to build trust and to maintain constructive relationships with the host
communities and interested stakeholders, encourage a positive perception of the Project and contribute to its
successful development and implementation.

National Grievance Resolution Requirement

Public grievances and complaints are managed in Uzbekistan using an established mechanism in line with
RoU Law No.ZRU-378 of 03.12.2014 “On Grievances from Entities and Individuals”. Stakeholders may file
their queries via Internet portal https:/my.gov.uz/ru. In addition, so called “Public consultation offices” where
people can come with their concerns have been functioning since 2017 in each region, district, city and town.
The rural population may also access this mechanism in the neighbouring towns or cities.

The RoU Ministry of Employment and Labour Relations operates a feedback mechanism to deal with any
labour-related grievances that are investigated by local labour inspectors across the country. This feedback
mechanism is accessible via the hotline number (+998) 71 200-06-00 and online bot on the messaging service
“Telegram”.

The Federation of Trade Unions also receives and investigates labour-related grievances through the hotline
number (0-371) 200 10 92 and via Telegram messaging service.

To achieve national compliance, the Project grievance mechanism will not preclude contacts of the affected
persons with the national/governmental legal systems for grievance resolution at any stage of the grievance
procedures. Aggrieved parties may take legal action at any stage throughout the grievance review process,
not only after using the grievance mechanism. No charge is applied on filing any grievances, comments and/or
queries.

Project Grievance Process

The Project will receive and record, categorise, acknowledge, investigate, respond, allow for recourse/appeal
and follow-up, and close out grievances.

Receive and record / acknowledge: grievances will be logged in a formal logging system for which the CLO
will be responsible. People may register grievances using the form in Appendix A or by contacting the CLO
directly, reporting to their settlement representative or online using the Project website. Contact details for the
CLO will be included in appropriate Project communication materials such as the Non-Technical Summary.

Categorise: the CLO will classify grievances according to Table 4.7.

Investigate: where investigations are required, Project staff and outside authorities as appropriate, will assist
with the process. The CLO will collaborate with the Company management to identify an appropriate
investigation team with the correct skills to review the issue raised. The investigation will also aim to identify
whether the incident leading to the grievance is a singular occurrence or likely to reoccur. Identifying and
implementing activities, procedures, equipment and training to address and prevent reoccurrence will be part
of the investigation activities.

Respond/follow-up/close out: the CLO will explain in writing to the complainant (or where literacy is an issue
orally) the review process, the results, any changes to activities that will be undertaken to address the
grievance and how the issue is being managed to meet appropriate environmental and social management
systems. In some cases, it will be appropriate for the CLO to follow up at a later date to see if the person or
organisation is satisfied with the resolution or remedial actions.
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Table 4.7: Grievance classification criteria

Classification | Risk Level (to health, Response
safety or environment)

Low No or low The grievance may not be related to Project performance, it may be a comment,
or a request. CLO will acknowledge complaint within 7 days and conduct an
investigation if required. The CLO will document findings and provide a response
within 15 days of receiving. Response is likely to have minimal cost in addition to
time spent on addressing the issue.

Medium Possible risk and likely a CLO will acknowledge complaint within 7 days. The CLO and an appropriate
one-off event investigation team will conduct investigation. The Site Manager or EHS Officer
may decide to stop work during the investigation to allow the corrective preventive
actions to be determined. The CLO will provide a response within 15 days of
receiving complaint. The corrective action is likely to be straight forward involving
changing a piece of equipment or procedure which does not take long or have
substantial cost implications to implement.

High Probable risk and could CLO will acknowledge the complaint within 7 days and will get the Project Manager
reoccur to organise a major investigation team for prompt investigation and resolution.
Work may be stopped in the affected area. The CLO will provide a response within
15 days of receiving complaint. If more time is needed to complete the
investigation this will be communicated to complainant within 15 days of receiving
complaint. As necessary the response will include a press release. The corrective
action may be complex or sensitive involving changing equipment or a procedure
which requires training of staff and has substantial cost implications.

Grievance will be closed out in the register as:

e Resolved. The resolution has been communicated, agreed and/or implemented.
e Unresolved. The complainant did not accept the proposed resolution and has appealed to other entities
for resolution.

e Abandoned. The complainant is no longer contactable and efforts to trace whereabouts have been
unsuccessful.

The CLO will summarise grievances weekly during construction and bi-annually during operation removing
identification information to protect the confidentiality of the complainant and guaranteeing anonymity. The
procedure will be at no cost and without retribution to Project affected persons and stakeholders. The
grievances processing procedure is depicted in Figure 4.4.
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Figure 4.4: Flowchart for Processing Grievances
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The Company has nominated Ravshan Tadjiev in Kashkadarya region and Jasur Khusankhodjaev in Syrdarya
region, as the Project CLOs and point of contact for grievances and comments in their respective regions.
Grievances and comments should be sent to the contacts below, where possible by using the form provided

in Stakeholder Engagement Plan (Appendix A).

Table 4.8: Project Community Liaison Officers

Contacts Project CLO in Kashkadarya region Project CLO in Syrdarya region
Company: FE “Indorama Agro” LLC, Kashkadarya Branch FE “Indorama Agro” LLC, Syrdarya Branch
Name: Ravshan Tadjiev TBN Jasur Khusankhodjaev TBN

Tel.: +998905066863 +998998212000

Email: rtadjiev@indorama.uz jkhusankhodjaev@indorama.uz

Source: FE “Indorama Agro” LLC
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5 Social Impact Assessment, Management and
Monitoring

5.1 Methodology and Assessment Criteria

51.1 Introduction

This Chapter describes the approach, methodology and social impact and risk assessment criteria, social
baseline, predicted likely impacts, mitigation and enhancement measures, and the conclusions of the Social
Impact Assessment (SIA). The Chapter looks at how people and communities may be affected as a result of
the Project in terms of the way they live, work and interact with one another on a day-to-day basis.

The broad objectives of the SIA are to ensure that key potential socio-economic and community impacts have
been identified, assessed, mitigated and managed in a consultative and constructive manner. The primary
purpose of the SIA is to safeguard the wellbeing of the Project affected communities, prevent or avoid negative
impacts, and where possible, improve people’s lives by sharing Project benefits with local communities.

5.1.2 General Approach

The SIA undertaken for this international ESIA has been carried out to meet the requirements of the EBRD
and IFC as well as World Bank Group EHS Guidelines and ILO fundamental conventions with a focus on
labour and working conditions and prohibition of child and forced labour. The approach and methodology draw
on the Guidance Note for Assessing and Managing the Social Impacts of Projects by the International
Association for Impact Assessment (IAIA). The IAIA'® conceptualises social impacts as changes to one or
more of the following:

e People’s way of life — how they live, work, play and interact with one another on a day-to-day basis
e Their community — Its cohesion, stability, character, services and facilities
e Their culture — their shared beliefs, customs, values and language use

e Their environment — the quality of the air and water people use; the availability and quality of the food they
eat; the level of hazard or risk, dust and noise they are exposed to; the adequacy of sanitation; their physical
safety; and, their access to and control over resources

e Their health and wellbeing — whereby health is a state of complete physical, mental, social and spiritual
wellbeing and not merely the absence of disease or infirmity; perceptions of safety

e Their personal and community property rights — access issues; how people are economically affected and
experience personal disadvantage or advantage.

5.1.3 SIA Spatial Scope

This SIA used geographical and administrative boundaries to define the Project’s “areas of influence” taking
into consideration how local communities collaborate, are merged and/or self-governed, how geographical
boundaries exist and influence the Project functioning. These Aols are:

e The wider Aol:

— Kashkadarya region divided into 13 administrative districts, with the centre in Karshi and other major
cities being Shakhrisabz, Kitab, Kasan, Mubarak, Yakkabog, Guzar and Kamashi.

— Syrdarya region divided into eight administrative districts with the centre in Gulistan and other major
cities being Yangier, Syrdarya, Shirin and Bakht.

e The local Aol:
— Kasbi and Nishon districts of Kashkadarya region (Map 1.2), and
— Sardoba and Oqoltyn districts of Syrdarya region (Map 1.3).

6 IAIA. Social Impact Assessment: Guidance: Assessing and Managing the Social Impacts of Projects, April 2015.
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The wider Aol is used to assess the overall trends specific to the locality of the regions and estimate, where
data is not available, the likely conditions in the local Aol.

5.1.3.1 Areas of Direct and Indirect Influence

Within the local Aol of the Project the SIA established two areas: the “Area of Indirect Influence” and the “Area
of Direct Influence”.

Area of Indirect Influence

The area within 10 km zone from the boundaries of the Project constitute the Areas of Indirect Influence in
Kashkadarya and Syrdarya regions as shown in Map 5.1 and Map 5.2.
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Map 5.1: Area of Indirect Influence — Kashkadarya region
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Source: FE “Indorama Agro” LLC

The national border with Kazakhstan at the edge of Oqoltyn district limits the Area of Indirect Influence to the
Project boundary'” (Map 5.2).

7" The Project will not involve labour from Kazakhstan. Labour migration tends to flow from Uzbekistan to Kazakhstan and Russia as salaries and conditions

of work are better there. The Project intends to have all employees from the ACs or neighbouring communities to limit labour in-migration.
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Map 5.2: Area of Indirect Influence — Syrdarya region

Source: FE “Indorama Agro” LLC
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The Area of indirect Influence Aol comprises communities located within 10 km from the Project boundaries,
defined as the outer boundaries of the farmland included within the Project (where the gins are also located)
including the area of contracted farming This approach is driven by the agricultural nature of the location and
low-density population within the Project Aol with strong and expanded family connections and perception of
distance by local communities when people feel comfortable to find jobs, provide services or benefit other ways
from the relatively remote Project.

Table 5.1: Indirectly affected communities in Kashkadarya and Syrdarya regions

Kashkadarya Region Syrdarya Region

Kasbi District Mahallas nanasl:l:lraglstrlct SI::;IZZ District ﬁgglatlg{:smstrlct
Aqzhantal Maymanog-1 Azad (A. Qodiriy mahalla) Gumbaz Barlas
Baydakchy Maymanog-2 Balkhiyak Qurg’ontepa Buston
Beruniy Mesit Charagan Pakhtaabad Fergana
Chavkay Muglan Dustlik (Oydin) Pakhtaabad township
Chilimbash Mustakylabad Dzhayran Titov State Farm
Chimkurgan Navkat Gulistan (Kaptari makalla)  Yangiabad
Dorman Nazartepa Istigboi Yangigishloq
Duraza Nurobod Mekhnatabhad (Kuksoy)

Esabay Pandiran Pakhtazar
Kadyrabad Sargudzhum Yangi Nishon
Kamashi Shakardzuy

Karakhodzha Talishbe

Karakungyrat Talliulgun

Karatepa Tashkuduk

Karshi Tashkurgan

Kasbi Tersaul

Kazak Ukatar

Kerait Unikki

Khitai Uyrat

Khodzhakhairan Ugsalish

Source: Mott MacDonald

Other neighbouring settlements beyond the administrative boundaries of these four districts that are indirectly
affected by the Project include:

e Jizzakh district: Manas, Mingchinar, Navruz

e Mirzaabad district: Binokor, State Farm No.3A, Husnabod, Navbakhor, Navruz, Naymankishlak, Nurafshon,
Urustepa, Yangiaul, Yuldoshobod

e Myrishkor district: Elabad, Gulistan, Komsomolabad, Mirichkar, Shirinkuduk, Yangi-Mishkor.
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Area of Direct Influence

All communities within the Project footprint (the boundaries of the farmland affected by the Project, boundaries
of two gin plants and two residential complexes in the cities), are considered to be directly affected by the
Project as they will be exposed to E&S impacts during the various phases of the Project (planning and pre-
construction, development/construction, operation and decommissioning/closure. This zone is considered to
be the Area of Direct Influence as depicted in Map 5.3 (referring to Kashkadarya region) and Map 5.4
(describing Syrdarya region).

Map 5.3: Area of Direct Influence in Kashkadarya region
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Source: FE “Indorama Agro” LLC
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Map 5.4: Area of Direct Influence in Sardoba region
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Some communities (Azad, Balkhiyak, Denav, Gulistan (Kaptari makalla), Dustlik (Oydin), Dzhayran, Istigboi,
Karkara, Yangikyrkkulach) are located beyond the Project boundaries but in the immediate vicinity to Project
sites so that they will be exposed to impacts during all phases of the Project life cycle and thus are considered
by the assessment to be directly affected. Additionally, farmers and farm workers who have lost their jobs
because of the Project are considered to be directly affected, even if they reside outside of the Area of Direct
Influence.

Table 5.2 below provides a summary of directly affected communities in the Project local Aol. One or more
villages may be governed by a respective Community Council (Qishlog Fugarolar Yig'ini or QFY) or Community
Assembly (Mahalla Fuqarolar Yig'ini or MFY), jointly referred to as “mahallas”.
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Table 5.2: Directly affected communities in Kashkadarya and Syrdarya regions
Kashkadarya Region Syrdarya Region

Chulquvar QFY A. Qodiriy QFY Birlik MFY A. Navoiy MFY

Denov QFY Balkhiyak MFY Dustlik MFY Ahillik MFY
Katta Amkhor

Fazli MFY Istigboi MFY Qurg’ontepa MFY Dustlik MFY

Jarkucha MFY Kaptari MFY Ota Yurt MFY Kurkam Diyor MFY

Kamashi MFY Kuksoy MFY Yortdosh MFY Sakhovat MFY

Khujaki MFY Oydin MFY Shodlik MFY

Mushqgoqi MFY Qirgquloch QFY

Nazartepa MFY Shirinobod MFY

Nurobod MFY Yangiobod MFY

Pakhtakor QFY

Source: Analysis by Mott MacDonald

Apart from directly and indirectly affected communities, the Project local Aol includes the area of 12,536 ha for
contract farming with 394 contracted farmers involved in Kasbi district, who are considered to be directly
affected by the Project. Contract farming sub-districts are shown in the map below.
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Map 5.5: Contract farming sub-districts in the Area of Direct Influence

Source: FE “Indorama Agro” LLC
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5.1.4 SIA Temporal Scope

The Project has been assessed by comparing the existing social conditions (ascertained by document review
and site visits) with the change expected over time as a result of the Project. The temporal scope of social
impact assessment includes the following Project phases which are not necessarily chronological and overlap
since farming operations were initiated at the start of 2019.:
e Land development/construction phase:

— Agricultural land rehabilitation — January 2019 until approximately January 2021
Two gin plants - September 2019 to February 2020 (approximately five months)
— Two residential complexes - September 2019 to April 2020 (approximately seven months)
Transmission line — timeline not yet confirmed (approximately three months)

e Operation: land lease commences December 2018 and will run for 49 years until 2067

e Closure and decommissioning: this applies to the gin plants and the lifetime is not known at this time, but
the decommission should take less than a year

The Project lifetime is expected to last at least 49 years and an assessment of any works necessary to keep
the Project plants and facilities operating will be undertaken at that time.

515 SIA Baseline

The baseline conditions are those assumed to be prevailing immediately prior to the start of site preparation.

5.1.5.1 Desk Study and Field Reconnaissance

Information for this SIA has been obtained from a number of sources including data of site visits, available
Project studies, FE “Indorama Agro” LLC operational and environmental permitting documentation, formal
information requests to local government organisations and communities. A Social Baseline Study for this
Project was undertaken by Mott MacDonald in July-September 2019. Community-level information for the
Social Baseline Study was obtained via formal information requests and informal interviews with mahalla
representatives. Further information has also been gained through the consultation activities with key Project
stakeholders detailed in Chapter 4, as well as through in-depth structured interviews by Mott MacDonald with
the Company’s staff and human resources (HR) officers, representatives of the Farmers’ Association and local
employment centres. These sources have been supplemented with widely available literature, data from
websites and other official sources of information, including:

e National Statistics Office of Uzbekistan

e International Labour Organisation

e World Health Organisation (WHO)

e World Bank

e International Development Association

e CIA World Factbook

e UNAIDS

e Minority Rights Group

e Countries and their Cultures Forum

e World Economic Forum

e OECD Library.

Socio-economic data for Uzbekistan, Kashkadarya and Syrdarya regions and the four Project districts has
been collected and reviewed in the assessment. Where available, mahalla level data for communities in the
local Aol are used to provide more detail and depth. Where mahalla level data are presented, it has been

sourced through information requests or interviews with mahallas representatives and can be considered as
estimated, but valuable, information.
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5.1.6 Determining Significance of Social Impacts and Effects

Determining the significance of socio-economic and community impacts has enabled the avoidance of impacts,
the identification of necessary mitigation and benefit enhancement measures as well as an indication of the
related financial costs associated with the social impacts of the Project. Consideration has been given to
identification of both potentially beneficial and adverse social impacts which have been assessed by comparing
the quality of the baseline conditions with the predicted quality of the social environment once the Project is
fully in place.

The significance of an effect has been determined by the interaction between its magnitude, and the sensitivity
of receptors affected, as depicted in the significance matrix shown in Chapter 3. Professional judgement has
been used by qualified social scientists when assigning significance.

The use of these two concepts for this SIA is outlined below.

Sensitivity Criteria

The sensitivity of receptors has been estimated through consideration of their socio-economic vulnerability,
measured by their capacity to cope with social impacts that affect their access to or control over additional or
alternative social resources of a similar nature, ultimately affecting their wellbeing. Sensitive or vulnerable
receptors are generally considered to have less means to absorb adverse changes, or to replicate beneficial
changes to their resource base than non-sensitive or non-vulnerable receptors.

When considering sensitivity, the type of resources in question varies between receptors. For example, a
community’s vulnerability has generally been measured in terms of its resilience to loss of community facilities,
whereas an individual's vulnerability has generally been considered in relation to their resilience to deprivation
and loss of livelihood assets or opportunities (such as jobs, productive land or natural resources). Impacts that
increase impoverishment risks contribute to vulnerability. Impoverishment risks include landlessness,
joblessness, homelessness, marginalisation, increased morbidity and mortality, food insecurity, loss of access
to common property resources and social disarticulation. Table 5.3 below presents the guideline criteria that
have been used to categorise the sensitivity of receptors.

Table 5.3: Sensitivity criteria

Sensitivity of Receptors Definition

High An already vulnerable social receptor with very little capacity and means to absorb proposed
changes or with very little access to alternative similar sites or services.

Medium An already vulnerable social receptor with limited capacity and means to absorb proposed changes
or with little access to alternative similar sites or services.

Low A non-vulnerable social receptor with some capacity and means to absorb proposed changes and
with some access to alternative similar sites or services.

Negligible A non- vulnerable social receptor with plentiful capacity and means to absorb proposed changes
and with good access to alternative similar sites or services.

Source: Mott MacDonald

Magnitude Criteria

The magnitude of an impact has been determined by consideration of the extent to which it results in social
receptors gaining or losing access to or control over socio-economic resources resulting in a beneficial or
adverse effect on their individual and collective wellbeing. Wellbeing is considered as the financial, physical
and emotional conditions and quality of life of people and communities.

For beneficial impacts, the extent to which local wellbeing is likely to be enhanced has been considered. This
is in accordance with the international movement in SIA practice towards an increased focus on enhancing
long-term development benefits for local communities and/or farmers’ sustainability, as opposed to only
considering mitigation of adverse effects. As such, the magnitude criteria include consideration of the extent
to which benefits are shared with and or realised by local people and communities.

The assessment of magnitude has been undertaken in two steps. Firstly, key social impacts associated with
the Project and their related beneficial and adverse, direct and indirect, and cumulative effects have been
identified. Secondly, the magnitude of impacts and effects have been categorised as either major, moderate,
minor or negligible based on consideration of the parameters listed below along with professional judgement:
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e Type of impact

e Duration

e Spatial extent

e Reversibility

e Likelihood

e Number of people or groups affected
e Benefit sharing.

Table 5.4 summarises the typical varying degrees of impact magnitude.

Table 5.4: Magnitude criteria

Magnitude Definition
(Beneficial or Adverse)

Major A highly likely impact that would have implications beyond the project life affecting the wellbeing of
many people across a broad cross-section of the population and affecting various elements of the local
communities’, or workers’, resilience.

Moderate A likely impact that continues over a number of years throughout the project life and affects the
wellbeing of specific groups of people and affecting specific elements of the local communities’, or
workers’, resilience.

Minor A potential impact that occurs periodically or over the short term throughout the life of the project
affecting the wellbeing of a small number of people and with little effect on the local communities’, or
workers’, resilience.

Negligible A potential impact that is very short lived so that the socio-economic baseline remains largely consistent
and there is no detectable effect on the wellbeing of people or the local communities’ or workers’,
resilience.

Source: Mott MacDonald
5.2 Social Baseline Conditions

5.2.1 Project Country and Region Information

Uzbekistan is Central Asia's most populous country. Having an area of 447,000 km? (like California or Spain),
Uzbekistan is the only Central Asian state to border all the other four, and one of the world's only two doubly
landlocked countries, meaning that it is surrounded by landlocked countries. It also shares a short border with
Afghanistan to the south and with Turkmenistan to the south-west. It is the 56! largest country in the world by
area and the 42m by population. Most of the country’s population is concentrated in urban areas.

Syrdarya region is located in the centre of the country on the left bank of the Syr Darya River. It borders with
Kazakhstan, Tajikistan, Tashkent region and Jizzakh region of Uzbekistan. The region covers an area of 4,276
km?2 and is mostly desert, with the Starving Steppe taking up a significant part of the region's area. The region
is divided into eight administrative districts. The population is estimated to be around 829,900 (as of
01.01.2019) and distributed along the main highway, which divides the whole region into two parts: the western
and eastern. Uzbeks are a major ethnic group, with Tajik minorities in the south on the border with Tajikistan
(mainly in Khavast district). The economy is based on cotton and cereal crops, with strong reliance on irrigation
and on cattle breeding. Minor crops include forage plants, vegetables, melons, gourds, potatoes, maize, a
variety of fruit and grapes. There are over 6,000 farms in the region with the average area of 40 ha'® allocated
per farm. The share of gross agricultural output in Gross Domestic Product (GDP) totalled at 43% in 2016.
Industry involves production of construction materials, irrigation equipment and raw-cotton processing. The
Syrdarya region accommodates one of Uzbekistan's largest hydroelectric power plants), which generates one
third of the country's electricity.

Kashkadarya region is located in the south-eastern part of the country in the basin of the Kashkadarya River
and on the western slopes of the Pamir-Alay mountains. It borders with Surxondarya region to the southeast,
Bukhara region to the northwest, Navoiy region and Samarqgand region of Uzbekistan to the north, Lebap
region of Turkmenistan to the west, and with Penjikent district of Sughd region of Tajikistan to the east. It
covers an area of 28,570 km2 The climate is typically arid continental climate and partly semi-tropical.

18

Farm Restructuring in Uzbekistan: How did it Go and What is Next? January 15, 2019
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Significant petroleum and gas-condensate reserves are located in the area: Shurtan, Alan, Pamuk, Tavakkal,
Hudjum, etc. The population of the region totals at 3,213,100 (as of 01.01.2019).

The main industrial sectors are fuel and energy, building materials, light industry, food industry, particularly
flour and cereals. The region occupies the first line in the country’s rating for hydrocarbon crude production
(oil, gas, gas condensate) and natural gas processing. There are over 16,000 farms in the region. The share
of gross agricultural output in GDP was 26% in 2016. Farms are small, with average size of 43.6 ha and 4
workers. The region’s major crop is wheat (as of 2017) with the cultivated area of 235,700 ha and average
crop yield of 3,87 tons/ha. In 2017, 85% of wheat was harvested by private farms. The second major crop is
cotton with a harvest of 424,000 tons from the area of 162,600 ha in 2017.

5.2.2 Cotton Clusters Concept in Uzbekistan

5221 Definition

The GoU is implementing cotton clusters in all regions of Uzbekistan. With no formal definition of the “cotton
cluster” term, the concept describes a transaction whereby the GoU allocates land to a private investor who in
return commits to growing cotton and establishing cotton processing and/or manufacturing facilities in the local
area. The clusters’ main objectives are to:

e Reduce the role of the government in cotton production
e Create local jobs
e Position Uzbekistan as an exporter of textiles and garments rather than raw cotton.

There are two types of cotton clusters in Uzbekistan:

1. Contract farming clusters — these make contract arrangements with farmers and are engaged in fibre cotton
processing (downstream business), however some land is often managed and farmed directly by such
cotton clusters.

2. Direct farming clusters — these farm land directly and use it for their textile enterprises.

The Association of the Textile and Clothing Industry (Uztextileprom) coordinates the cluster activities.

5.2.2.2 Recent Cotton Sector Reforms

The GoU has been improving performance of the cotton sector since 2017 with the following measures taken
to reform the economy:

1. Partial liberalization of the markets for fertilizers, agricultural chemicals, and other inputs

2. Increased state procurement price for cotton in nominal terms, however due to high inflation rates (13-
18%) the price increase in real terms was much smaller:

a. from 1,218,000 UZS/ton in 2016 to 1,905,000 UZS/ton in 2017
b. from 1,905,000 UZS/ton in 2017 to 3,250,000 UZS/ton in 2018
3. Selling of cotton processing’s sub-products at the commodity exchange; and

4. ‘Freezing’ the debts of farms and agricultural input suppliers to restart economic activity within the cotton
value chain'®

5.2.2.3 Background and Current Status of Cotton Clusters

The first cotton cluster was organised in 2017 in Navoi region by the textile factory in Kyzyltepinsky district and
achieved significant improvements within one year through: (i) attracting commercial credit, (ii) securing
cooperation with local farmers, (iii) raising the farm-gate price of raw cotton (by 15-20%) and thus protecting
farmers from losses, (iv) reducing ginning expenses (by 50%) and increasing ginning outturn (by 1.5-2%,) to
save funds for expansion of the textile capacity and (v) replacing export of cotton fibre (at USD 5 million) by

9 Decree of the RoU Cabinet of Ministers No.158 of 02.03.2018 “On Additional Measures to Strengthen Payment Discipline and Reduction of Debts in
Key Sectors of the Economy” and Decree of the RoU Cabinet of Ministers No.149 of 28.02.2018 “On Measures for Wide Adoption of Market
Approaches in Agriculture”.
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export of textile products amounting to USD 20 million. These positive results led the GoU to pilot more clusters
by establishing on cluster in each region in 20182 including 13 clusters with contract farming and 2 clusters
with direct farming, all operated on the area of 141,000 ha.

In 2019 the plan is to have a total of 64 clusters by the end of 2019 to cultivate half of the country’s cotton
area.

Table 5.5: Textile clusters in Uzbekistan, 2019

No. Region Total Clusters Clusters’ Cotton Area in the Share of Clusters’

Cotton Area, ha Region, ha Cotton Land
1 Republic of Karakalpakstan 2 18,700 86,291 22%
2 Andijan 9 61,315 79,391 7%
3 Bukhara 7 32,450 97,900 33%
4 Jizzakh 2 8,500 78,100 11%
5 Kashkadarya 6 53,450 135,900 39%
6 Namangan 7 55,304 63,406 87%
7 Navoi 2 3,800 32,588 104%*'
8 Samarkand 5 33,300 75,580 44%
9 Surkhandarya 6 52,480 74,078 71%
10 Syrdarya 2 31,500 72,557 43%
11 Tashkent 6 68,720 73,001 94%
12 Fergana 6 36,610 82,080 45%
13 Khorezm 4 35,135 82,757 42%
TOTAL 64 491,264 1,033,629 50%

Source: Decree of the RoU Cabinet of Ministers No.632 of 08.08.18 “On Measures to Establish the Modern Cotton-Textile Production
by Indorama (Singapore) in Uzbekistan”; Decree of the RoU Cabinet of Ministers No.744 of 19.09.18 “On Additional Measures
to Further Develop Cotton-Textile Production” and Decree of the RoU Cabinet of Ministers No.974 of 01.12.2018 “On Measures
to Establish the Modern Agro-Industrial Cluster in Kuychiriksky District, Tashkent Region”

The cotton cluster of Indorama will thus operate 20% of the cotton area in Kashkadarya region and 26.5% of
the cotton area in Syrdarya region along with other six clusters based in these regions (five clusters in
Kashkadarya region and one more cluster in Syrdarya region).

The current status of the cotton cluster may be described against the following observations:

e Few cotton clusters (15) have operated for almost two years (2018 harvest) while the majority is operational
for less than a year (2019 harvest)

e Most cotton clusters have not yet rolled out their full operations

e Relationships with farmers are still in the process of testing and development

e It takes time to change the minds of farmers and other stakeholders, develop local skills and improve cotton
farming technologies.

Cotton clusters have started to modernise the cotton value chain in Uzbekistan by injecting new capital,
innovations and private solutions.
5224 Anticipated Results of Cotton Clusters

In promoting involvement of the private sector in the concept of cotton clusters the GoU?? anticipates the
following key results:

20 Decree of the RoU Cabinet of Ministers No.53 of 25.01.18 “On Measures to Adopt the Modern Forms of Cotton-Textile Production” via the following link
http://lex.uz/docs/3527483

2" In Navoi region, more cotton land is allocated to clusters than is available in the entire region. It implies that about 1,500 ha of non-cotton land will have
to be reallocated to cotton production or the clusters would have to give away some of the initially allocated land, as was the case with “RusUzbekTex”
cluster in Fergana region, from which 620 ha of the initially allocated cotton land were taken away.

22 Third Party Monitoring of Child Labour and Forced Labour during the 2018 Cotton Harvest in Uzbekistan, ILO, April 2019
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1. Clusters to improve agricultural outcomes — through (i) cooperation with farmers and establishment of
advisory services for farmers; (ii) adoption of best global practices and attraction of world-class experts; (iii)
upgrading agricultural machinery and equipment, introduction of mechanized harvesting of cotton; (iv)
adoption of water- and other resource-saving technologies; (v) reclamation of abandoned land and bringing
it back into farm production; (vi) improvement of soil fertility. These improvements are expected to:

a. Increase cotton yields

b. Ensure an efficient use of resources

c. Increase the number of better-paid rural jobs, and

d. Improve infrastructure and business environment in rural areas.

2. Clusters to act as the instrument of industrialisation — by building relationships with the farmers and
developing competitive value chains, increasing exports, establishing skilled jobs and contributing to
economic development cotton clusters would make sure that cotton fibre is fully processed within the
country (at least into yarns) and further integration of raw cotton production and textile industry would
accelerate investments in the new textile-clothing capacity and create many permanent highly-paid decent
jobs in textile, weaving, and clothing industries, replacing temporary (seasonal) jobs of manual cotton
pickers.

3. Clusters to reduce fiscal drain — while bringing innovations and replacing the ineffective public services,
the clusters would invest in updating soil maps and agronomic recommendations for cotton production
based on the actual soil fertility and would increase soil fertility, including through better crop rotation. When
farm profits increase, the GoU would be able to phase out input and other subsidies. Moreover, clusters
would invest in mechanization and water saving, which would further reduce the burden on public finance.
The discipline in using public funds would bring more impact and results for the cotton sector. An
accelerated introduction of market mechanisms would increase the purchasing power of farmers. That
would allow phasing out energy subsidies (diesel and fertilizers), and encourage private local and foreign
investments in energy, chemical, and water sectors.

4. Clusters to increase farm profits — an important competitive advantage offered by the cotton clusters to
textile industries is guaranteed access to high-quality cotton fibre. Predictability of cotton fibre prices helps
in accurately predicting supply and profits. Clusters will replace inefficient and unpredictable intermediary
between textile enterprises and farmers, increase the yield and quality of raw cotton, providing “their”
farmers with advisory services on modern farming and production methods. This all is anticipated increase
the income of farmers.

5. Clusters to increase investments — the spinning industry (the first stage of the processing of cotton fibre)
generates a $690 value added and a $570/ton of cotton fibre profit (plus another USD 75/ton due to more
efficient cotton cleaning), while farmers on average get only USD 100-200/ha. An expected profit of the
spinning industry alone (with full processing into yarn) is at least USD 510 million annually (with the
processing of 900,000 tons of cotton fibre), which is an important source of investment and tax revenue.
The GoU intends to force clusters to reinvest part of their profits from textile production in agriculture,
including in water-saving technologies and cotton ginning.

6. Clusters aim to solve problems with forced labour and child labour — cotton clusters are expected to
accelerate the introduction of mechanized cotton harvesting, setting market/attractive prices for cotton
picking, creating decent working conditions to increase pickers’ productivity and have a greater control over
the labour in the cotton farming. This, alongside other important labour management measures, would
contribute to the resolution of the problem of child labour and forced labour, which seriously harms not only
the image of the country and closes the markets in the developed countries for textile products but is also
a heavy burden for many organisations and people in the country, who are engaged in picking cotton.

5.2.2.5 Initial Assessment of Cotton Clusters

The World Bank Agricultural Team with support and participation from the ILO Third-Party Monitoring Project
has conducted an initial assessment of cotton clusters, as these are seen as a possible solution to the forced
labour issue in the cotton sector of Uzbekistan. The findings of this assessment are summarised in Table 5.6
below with a link to the Project performance and anticipated results.
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Table 5.6: Mott MacDonald analysis of the Project performance based on initial WB/ILO assessment of cotton clusters in Uzbekistan

WB/ILO category potential
outcomes

Project performance in 2019

Conclusions on
outcomes
(positive/negative)

98

Employment

By 2020 the FE “Indorama Agro” LLC cluster generated 2,720 permanent jobs in Kashkadarya and Syrdarya regions, including 15 jobs in
Tashkent

394 cotton farms are contracted by the Company in Kasbi district. These cotton farms currently employ 1,299 farm workers.

420 people will be engaged at the new ginning facilities in Kasbi and Sardoba districts and 10 people will be recruited to operate and
maintain two residential complexes in Karshi and Gulistan in 2020.

Positive

Receipt of inputs

Contract farming is launched in Kasbi district only. FE “Indorama Agro” LLC is managing input supplies (seeds, fertilizers, plant protection
products, diesel, etc.) of all 394 contracted farms so that the farmers may concentrate directly on farming.

FE “Indorama Agro” LLC is the only cotton cluster in Uzbekistan that operates outside of the government support and quota system.
Contracted farmers agree with the Company raw cotton supply plans via supply contracts. No penalties are imposed by the Company on
farmers who did not manage to meet their plans.

Positive

Utilisation of abandoned land

FE “Indorama Agro” LLC acquired 2,538 ha of poor land (or 9% of total land allocated) in Kashkadarya region and 1,656 ha of poor land
(or 6% of total land allocated) in Syrdarya region.

The capacity of land reallocated to FE “Indorama Agro” LLC in Kashkadarya is evaluated to be of 50-60 ball-banitet and requires
significant improvements before it may be used for cotton production. In 2019 only 5,500 ha were used for farming out of 13,088 ha
allocated to FE “Indorama Agro” LLC in Kasbi and 5,200 ha (out of 14,549 ha) in Nishon.

Positive

Inflated soil fertility rate in official
documents

This is a common issue the Project faced in the first year of operation when the cotton yield targets were not met in Kashkadarya branch
impacted by the land fertility.

Negative

Land transition to a narrow circle
of people

In the Project footprint 1068 cotton farms had to cease their operation as a result of land acquisition for the Project thus reducing the
number of individual farms engaged in cotton farming. In 2020, more changes are anticipated if the government will take a decision to
make cotton clusters the only form of operation in cotton farming.

Negative

Effective use of farm cooperation

The Company facilitated cooperation among local farmers:
o Established agronomist support and consulting services with one agronomist monitoring 4 farmers daily and providing continuous
advice to the contracted farmers in their respective Producer Units.
e Training and workshops for all contracted and direct farmers to understand and introduce modern technologies and practices, raise
awareness of child and forced labour issues and promote decent work principles in cotton farming

Positive

Incentives for efficient farmers to
meet the forecasted yield

FE “Indorama Agro” LLC is sourcing the interest free funds to contract farmers for the upcoming crop season. The advance is upto 60%
of the value of estimated harvested crop. Earlier, the Government was funding at 3% annual interest rate.

Such incentives along with modern techniques applied in contract farming support growth of farmers’ income, decrease of costs and
growth of the farmers’ business.

Positive

Continuation of state order plans

FE “Indorama Agro” LLC is the only cotton cluster in Uzbekistan that operates outside of the government support and quota system.
Contracted farmers agree with the Company raw cotton supply plans via supply contracts. No penalties are imposed by the Company on
farmers who did not manage to meet their plans.

Positive

Practice of using state purchase
prices for cotton

FE “Indorama Agro” LLC as most of the clusters, sets out a price premium for contract farmers who exceeded the plan. At the same time
the state price for cotton is not tied to the world market and is low.

Positive
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WB/ILO category potential
outcomes

Project performance in 2019

Conclusions on
outcomes
(positive/negative)
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Regional monopolization: FE “Indorama Agro” LLC is competing with other six clusters operating in the Project regions. The Company is a responsible agricultural Positive
investor following internationally accepted rules of community engagement, sharing benefits and treating local farmers fairly via training,
transfer of know-how, pre-financing, free-of charge agronomist support, higher purchase prices, support with harvesting).
Application of water saving FE “Indorama Agro” LLC is reducing water losses and consumption (rehabilitation of the irrigation systems, replacing pipelines, using Positive
technologies laser levelling and deep ploughing).
Limited introduction of water The Project is using the existing irrigation and drainage infrastructure and will rehabilitate concrete canals, irrigation flumes, water pipes, Positive
saving technologies wells, pumps and water access points along the main canals as well as collectors, open drainage ditches and underground pipes to
reduce water losses and introduce water saving technologies.
Improved seed production In 2019 the Company launched the Cotton Breeding Programme for a period of eight years with the objectives to inter alia increase Positive
cotton fibre yields, improve cotton fibre quality. Better seeds were supplied to contract farmers to improve production.
Poor seed quality, low quality of FE “Indorama Agro” LLC is paying great attention to selection and preservation of seed varieties as a part of the Cotton Breeding Positive
services Programme launched in 2019 to improve seeds quality and influence yields.
Different state organisations and/or state-owned enterprises provide services to cotton clusters and farmers at inflated tariffs, of poor
quality, or sometimes even do not provide services at all, but regularly receive payment.
Yield increase FE “Indorama Agro” LLC managed to increase cotton yields by almost by three times in the first year of operation (2019) from 1.2t/haup  Positive

to 3 t/ha (Sardoba district example). The Project is targeting at 5 t/ha of cotton.

Investments in agricultural
machinery and equipment

FE “Indorama Agro” LLC has procured modern machinery and equipment to automize and mechanise key farming operations, including
harvesting associated with high risk of child and forced labour. The first harvesting in 2019 was completely mechanised and completed in
one run, including harvesting at contract farmers. The Company will purchase more machinery next year. Seasonal workers, especially
women, will lose job opportunities through mechanisation

Positive and negative

Organisation of cotton picking and  During the first year of operation, FE “Indorama Agro” LLC was organising cotton picking itself (at contract farmers) under strict internal Positive

prevention of forced labour and monitoring without using forced labour and will gradually move to mechanized cotton harvesting in all operations when all machinery is

child labour risks procured.

Increased ginning efficiency Two modern ginning facilities utilising US technology will start operation in 2020 in Kasbi and Sardoba districts with 210 people Positive
manpower requirements for each gin.

Increasing the share of cotton Increasing the share of cotton processing: 100% of cotton harvested by FE “Indorama Agro” LLC and 100% of cotton supplied by Positive

processing

contract farmers to FE “Indorama Agro” LLC will be processed at the spinning facility in Kokand to produce cotton yarn.

42484104 |H| |16 December 2020



Mott MacDonald | Uzbekistan: Cotton Farming Project

Volume Il - Impact Assessment

WB/ILO category potential
outcomes

Project performance in 2019
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Conclusions on
outcomes
(positive/negative)

Loss of concentration Indorama is planning to start silk production, grain processing and improve logistics in the Aol with all these plans remaining within the Positive
main area of the cluster’s specialisation and manageable and thus may be considered as a positive outcome in the future when these
new operations will generate employment for local communities and seasonal workers.
Concerns of textile enterprises that  In general, clusters may restrict access to cotton fibre for other small textile companies. Moreover, clusters will be monopolizing other Negative
do not organise clusters cotton products (cotton oil, seeds, lint (for paper industry), oil meal and husk as animal feed.
Losing dynamism in the long run In general, the clusters demonstrate a success due to currently available “reserves for growth” and the use of simple solutions. The Positive
marketing of end-use products in the textile industry would require attention and efforts.
Unclear legal status of cotton The rights and obligations of cotton clusters are only governed in general terms. The clusters interaction with Government, farmers and Negative
clusters: This is a common issue other interested parties, and the duration of cluster is not fully determined.
for the cotton clusters in
Uzbekistan that is also affecting
the Company
Issues of land and property are not  This is a common issue affecting all cotton clusters and the Project. Under the law, agricultural land is in the state ownership. Although Negative
fully resolved: the land is transferred to farmers for long-term lease through open tenders, the lease conditions are aimed at maintaining the state order
system for cotton and grain. Moreover, there is no individual law to guide land acquisition by cotton clusters leading to insecurity of
farmers’ land rights and unclear compensation requirements should farmers’ land leases be terminated because of the clusters.
. o Frequent changes in legislation and reforming period place a regulatory burden on cotton clusters and more initiatives are required to Negative
Frequent changes in legislation "
promote development of competition.
Institutional change FE “Indorama Agro” LLC supports the expansion of market mechanisms. The Company defends the interests of farmers, demanding Positive
compliance with decent work principles, provision of quality services, making payments on time, providing free loans, etc.
Indorama sells end cotton products exclusively through formal market channels and thus participates in establishing formal and open
markets.
Reduced transition costs and FE “Indorama Agro” LLC is growing crop of high-quality fibre to satisfy own need in the raw material and will not be subject to any Positive
increased predictability manipulation in buying fibre from third parties.
Local authorities intervene in the District Hokimiyats do not place orders (quotas) for cotton and grain produced by EE “Indorama Agro” LLC cluster any more as the Positive
activities of cotton clusters: Company operates outside the Government quotas system. Moreover, the Company thoroughly monitors all contract farmers and the
recruitment of cotton pickers excluding Hokimiyats from cotton pickers mobilisation.
Result orientation Result orientation: Remote and poor land was allocated to FE “Indorama Agro” LLC cluster with significant investments required in Positive
rehabilitation of land and irrigation systems. This affected the area of cotton production, specifically in Kashkadarya region where only
42-36% of acquired land could be used for farming in 2019.
Negative impact of the state FE “Indorama Agro” LLC’s cluster is operating out of the state order targets on wheat production although the Project may produce wheat Negative

regulation for wheat on farmers’
profits

for rotation and for economic reasons. The cluster will be able to sell wheat at market prices to any buyer. However, the contracted
farmers are subject to the wheat state order as they are selling wheat to the government while only cotton is supplied to the Company.
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Reduction in subsidies FE “Indorama Agro” LLC is not attracting advance loans for cotton production and picking using own resources and thus reducing the Positive
level of subsidies in cotton farming.

Lack of access to high-quality FE “Indorama Agro” LLC cluster is importing fertilizers from Kazakhstan due to lack of good quality fertilizers in Uzbekistan using own Positive

domestic mineral fertilizers funds and thus avoiding restrictions on imports when government funds are used. Imported fertilizers are used by the cluster and
distributed among contracted farms in Kasbi to improve cotton yields.

Attracting foreign investments The Company is applying for international investments from International Financial Organisations (the EBRD and IFC) to finance Project Positive
investments and working capital due to difficulties of working with domestic banks in Uzbekistan

Difficulty in attracting domestic Difficulties of attracting domestic financing in Uzbekistan make borrowing from international financial organisations or banks a preferred Neither

bank financing for capital
investments

option for the Company.

Source: Third Party Monitoring of Child Labour and Forced Labour during the 2018 Cotton Harvest in Uzbekistan, ILO, April 2019 and FE “Indorama Agro” LLC

42484104 |H| |16 December 2020



102
Mott MacDonald | Uzbekistan: Cotton Farming Project
Volume Il - Impact Assessment

These initial assessment results will be considered in the Project assessment and mitigation will be proposed
to reduce negative social impacts and risks associated with the Project.

5.2.3 Current Land Status and Use in the Project Aol

5.2.3.1 History of Farms Restructuring in Uzbekistan

According to the RoU Land Code agricultural land is in state ownership. Land is granted to farms based on a
Land Lease Agreement and sub-leasing is not permitted. The land use pattern in Uzbekistan’s agriculture is
now structured around three main categories of producers: individual farms, dekhkan farms (refer to Table 5.8
for definitions) and agricultural enterprises. These evolved as a result of the farm restructuring process that
since 1991 to 2019 includes five critical stages summarised in Table 5.7 below.

Table 5.7: Farms restructuring stages in Uzbekistan

Process Stage | (1992-1997) Stagelll Stage lll Stage IV Stage V
De-collectivisation (1998-2002) (2003-2008) (2008/09-2015) (2016-present)
of state farms Partial Complete Farm Production

fragmentation fragmentation consolidation specialisation
Main Transformation of Transformation of Complete Farm reconsolidation Fragmentation and
transformation sovkhozes into kolkhozes into transformation of (farm-size optimisation of
process kolkhozes shirkats. Land lease shirkats into optimization) production
to individual farms individual farms
Dominant farm Kolkhozes, sovkhozes  Shirkats, individual Shirkats, individual Individual farms, Individual farms of
types farms farms mainly cotton-grain  different
producers specialisation

Main policy Expansion of wheat Specialisation of Development of non- Increased and stable Relocation of cotton
objectives areas and yields, newly established cotton/wheat cotton yields, and wheat fields,

reorganisation of state  individual farms producing sectors relocation of cotton  increased area of

farms and livestock farms  fields high value crops,

multi-profile farms

Source: Sergiy Zorya. Farm Restructuring in Uzbekistan: How Did It Go and What is Next?

Although both being treated as private, there are clear differences in the definitions of individual and dekhkan
farms. These definitions are summarised in the table below.

Table 5.8: Definition of individual and private farms in Uzbekistan

Parameter Individual Farm (farmer hajaligl) Dekhkan Farm (dekhkan hajaligi)

Basic definition Individual commercial farm organized as a legal Small-scale family-based farm, based on
entity operating leased land household plot operation

Utilised labour Family members, as well as permanent and Mainly family members, with option to hire
seasonal workers seasonal workers

Land tenure Long-term land lease (up to 50 years). The land Lifetime inheritable possession. Sizes of
lease duration depends on the fulfilment of state allocated land: 0.35 ha for irrigated land; 0.5 for

procurement target. Farm size can vary with respect  rainfed land. This includes also area for buildings
to production specialization

Ownership Any adult person with sufficient agricultural Former workers of agricultural enterprises, rural
qualification families

Production Only agricultural produce indicated in land lease Any agricultural produce, mainly wheat,

specialisation contract. Mainly cotton and wheat vegetables, fruits, livestock

Source: Farm Restructuring in Uzbekistan: How Did It Go and What is Nest? January 2019

Agricultural enterprises have evolved from collective and state farms to agricultural cooperatives (shirtkats)
and further restructured to specialised enterprises of different forms including export-oriented producers or
large poultry farms which are registered as an enterprise. This category also includes “agri-firms” established
since 2006 particularly in the horticultural sector. Agri-firms are non-government associations and private firms
as well as processing companies that also operate farm land.

Restructuring measures for the fifth stage will involve gradual reduction of the total sown areas and attempts
to expand and diversify agricultural production, although cotton and wheat will remain strategic crops. Land
freed up from cotton and wheat is planned to be allocated for potato, fodder crops, intensive gardens, oilseeds
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and other crops. By 2020, the plan is to increase vegetables and potato production area by 40%, while the
area under oilseeds is projected to double.

The projected decrease in cotton and wheat area is planned to be compensated by respective increase in their
yields. As such it is projected that by 2020 the increase in cotton yield should be about 3%, while wheat yield
should increase by 20% thus off-setting the projected decrease in wheat area and bring additional 16% of
output.

Restructuring will also target the increased number of livestock and production output, and the number of
livestock farms. Among the regions, Syrdarya region is projected to have one of the highest increases in the
number of cattle heads by 2020 (i.e., 40%).

The Company’s cotton seed breeding programme is likely to facilitate the country’s agricultural targets of
increasing cotton yields and reducing cotton sown areas for sector diversification with no major change in land
use within the Project footprint.

5.2.3.2 Land Optimisation Process in Uzbekistan

In the farms restructuring process the GoU completed two land optimisation processes in 2015 and 2016 and
initiated a new one starting in January 2019. The 2015 land optimisation®® process targeted consolidation of
farms. The process initiated in 2016°* reduced the size of individual farms so that the maximum farm size
would not exceed 70 to 90 ha, depending on the region.

The new optimisation process initiated by the Governments in 2019%° is based on the new rules establishing
minimum size of individual farms and agricultural enterprises as detailed in the table below.

Table 5.9: New individual farm requirements

Type of individual farm Minimum size starting from 2019
Cotton and wheat farming 100 ha

Cereals and vegetable farming 20 ha

Horticultures and vinicultures 10 ha

Melon growing 5ha

Source: Decree of the Cabinet of Ministers No.14 of 09.01.2019

The key reasons for this recent optimization are (as describe in the Decree) illegal land use of farm land and
squatters.

Frequent farm restructuring and recent land optimisation processes weakened farms and reduced their
capacities in efficient management. Moreover, majority of farmers are now facing financial pressure and lack
of machinery and these make it difficult to run even smaller farms of 15-20 ha.

The farms optimisation process in Uzbekistan overlapped with the Project land acquisition process and this
was an additional reason for farmers to give up their land lease knowing they could not meet the new
requirements regarding the size of a cotton farm and its performance.

5.2.3.3 Previous Land Use and Tenure

Land parcels acquired in Phase | were previously leased by individual farms over a lease period of 49 years
in all Project districts. Individual farms in Uzbekistan are treated as legal entities. The farm is required to be
formally registered and have a long-term Land Lease Agreement with a respective district hokimiyat. As a legal
entity a farm shall open and maintain bank account(s) and have a seal with the name of the farm. The farm
shall operate based on its Charter, describing inter alia specialisation and key operations of the farm. The farm
may recruit workers and is responsible for paying their salaries and taxes. The founder of the farm acts as the

Decree of the Cabinet of Ministers N0.362 of 15.12.2015 “On Measures for Optimising the Size of Land Plots Being Allocated to Farms”

Decree of the Cabinet of Ministers No.34 of 10.02.2016 to amend Decree of the Cabinet of Ministers No.362 of 15.12.2015 “On Measures for Optimising
the Size of Land Plots Being Allocated to Farms”

Decree of the Cabinet of Ministers No.14 of 09.01.2019
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Farm Manager and any citizen beyond 18 years old may be a farmer if he/she has a qualification or experience
in agricultural sector.

Before the Project 2,897 cotton farms operated in the local Aol (Table 5.10). An average cotton farm in
Kashkadarya region used to be 30-40 ha with 3-4 workers employed by the farm (one worker per each 10 ha)
and 20-30 ha with 2-3 workers in the farm in Syrdarya region.

Table 5.10: Total number of farms in the local Aol before the Project, 2018

Region District Total Farms Cotton Farms Other Farms
Kasbi district 1,358 1,019 339
Kashkadarya
Nishon district 1,278 904 374
Sardoba district 833 578 255
Syrdarya —
Oqoltyn district 772 396 376
Total 4,241 2,897 1,344

Source: Kasbi District Hokimiyat, Nishon District Hokimiyat, Sardoba District Hokimiyat, Oqoltyn District Hokimiyat, December 2019

Private farms also operated in the Project Area of Influence, known as dekhkan?® farms. These private farms
are small-scale (0.35-0.5 ha) family-based farms involving household plot operation. Dekhkan farms are
lifetime inheritable possession of former workers of agricultural enterprises or rural families (refer to Sub-
section 5.2.3 for more detail). Dekhkan farms are not involved in cotton production and specialise mainly in
wheat, vegetables, fruits and livestock farming and gardening. No information is available on the exact number
of dekhkan farms in the Project footprint prior to FE “Indorama Agro” LLC started operations.

All cotton farms had LLAs concluded with the respective district hokimiyats, which were drawn up based on
the LLA Template approved by Annex 7 to Decree of the RoU Cabinet of Ministers No.476 of 30.10.2003 "On
Measures to Implement the Farms Development Concept for 2004-2006". The farms paid a land lease fee
charged as the land tax.

LLAs clearly stipulated termination provision in Clauses 17 and 20. These included:
e Voluntary decision of the Lease Holder (the farm) to terminate the right to lease the land plot by a three

months written notice describing the reasons of termination

e Expropriation of the land plot (or part of the land plot) by the Landlord (district hokimiyat) for state or public
needs.

5.2.34 Farms Currently Operating in the Project Aol

Information provided by the District Hokimiyats during the ESIA consultation process and data collected and
reviewed by the impact assessment study indicate a drastic reduction in the number of farms, especially cotton
farms in the Project Aol and in wider Uzbekistan as a result of the agriculture sector reforming, cluster
operations and continuous land optimization process of the farms restructuring.

Table 5.11: Total number of farms in the local Aol after the Project, 2019

Region District Total Farms Cotton Farms Other Farms
2018 2019 2018 2019 2018 2019
Kasbi district 1,358 491 1019 402 339 89
Kashkadarya
Nishon district 1,278 610 904 439 374 171
Sardoba district 833 641 578 396 255 255*
Syrdarya —
Oqoltyn district 772 369 396 259 376 110
Total 4,241 2,111 2,897 1,496 1,344 625
Source: Kasbi District Hokimiyat, Nishon District Hokimiyat, Sardoba District Hokimiyat, Oqoltyn District Hokimiyat, December 2019
* Estimated

** Including dekhkan farms

% A dekhkan farm is a private small-scale family-based farm in lifetime inheritable possession of former workers of agricultural enterprises or rural families

based on household plot operation mainly by family members with option to hire seasonal workers to farm mainly wheat, vegetables, fruits and livestock.
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The farms currently operating in the Project Aol have LLAs with the District Hokimiyats for period of 49 years,
including contracted farms in Kasbi district. Each farm employs permanent workers so that one worker is
managing 10 ha of land. Starting from January 2019, cotton farms may not be less than 100 ha, meaning that
an average cotton farm in the Aol employs at least 10 permanent workers.

No precise information is available of the number of dekhkan (family-based) farms currently operating in the
Project Aol. Based on information provided, there are about 1,000 dekhkan farms operation in Nishon district
and 15 dekhkan farms in Sardoba district. There key farming specialisation include growing vegetables, fruits,
melons and gardening.

No dekhkan farms are currently affected by the Project. Only few dekhkan farms were impacted by the land
re-allocation process led by the Nishon District Hokimiyat in 2018. According to information provided by the
Nishon District Hokimiyat all these affected dekhkan farms were granted other land plots in replacement of the
parcels allocated to the Project.

5.24 Demography

5.2.41 Country-wide and Regional Context

As of July 1, 2019, the resident population in Uzbekistan totalled at 33,523,600 people and increased by 0.8%
from the beginning of 2019 demonstrating steady growth by 7.5% over a period of recent five years. This trend
is mainly due to natural population growth only as migration balance has remained negative over recent the
past 20 years. The country-wide difference between urban and rural population is negligible with the rural
population of 49.5% (or 16,584,000 people).

At a regional level, the population totals at 3,214,090 in Kashkadarya region and 829,905 people in Syrdarya
region. The local Aol is home to 340,406 people in Nishon and Kasbi districts and 115,630 in Oqoltyn and
Sardoba districts (Table 5.12 below).

Chart 5.1: Resident population of Uzbekistan (July 2019), people
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Source: https:/stat.uz/en/open-data

Nationally, 49.8% of the population is female and 50.2% is male. The gender ratio of the total population in
Uzbekistan is described as 1,000 males per 992 females. Similar ratios apply in Syrdarya and Kashkadarya
regions as depicted in the chart below.

Chart 5.2: Resident population by gender in the wider Aol (2019), %
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Source: https:/gender.stat.uz/ru/
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According to national statistics, the rural population in Syrdarya and Kashkadarya regions makes up 57% or
354,800 and 1,829,500 people respectively (as of 1st January 2019) as the regions are historically engaged in
farming cotton and other crops as well as livestock production.

Chart 5.3: Urban and rural population in the Project regions, ‘000 people
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Source: https:/stat.uz/en/open-data

The general trend demonstrates slow but steady growth in the share of rural population in both regions over
the period of four years between 2015 and 2019 (by 0.5% in Syrdarya region and 0.1% in Kashkadarya region)
and is driven by the natural population growth and relatively high birth rates (26 and 22 per 1,000 population
against, for instance, 18 in the city of Tashkent or 21 in Tashkent region).

Since 1991 there has been a two-way flow of population dramatically changing the country’s demographics.
Thousands of ethnic Uzbeks who had been working outside of the country have been returning to Uzbekistan
from Russia and other neighbouring countries, other minorities such as the Russians, Crimean Tatars and
others have also been emigrating in large numbers.

Nationally, a majority of migrating population leaves for Kazakhstan (56% of total departed) and Russia (37%
of total departed) to find work or permanent residency (as of June 2019) thus keeping the migration balance
negative for over twenty years. However negative migration has dropped over recent years by 38% against
2014.

Chart 5.4: National migration
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Source: https:/stat.uz/en/open-data

A higher negative migration compared to other parts of Uzbekistan is noticed in Kashkadarya region. The
region is more urbanized than, for example Syrdarya region, has developed industries and natural resources.
Population growth rates are relatively high however available local jobs are not meeting the growing demand
of the workforce and the working age population is migrating from the region and Uzbekistan. The loss of
population as a result of migration is however, compensated by relatively high natural population growth (Chart
5.5).
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Chart 5.5: Natural population growth in Kashkadarya region, ‘000 people
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Similar trend in population growth is notices for Syrdarya region with natural growth remaining positive but
dropping while still contributing to the overall increase in population of the region (Chart 5.6). Syrdarya is a
rural region with lower incomes and seasonal jobs. In sourcing incomes, the rural population migrates to other
regions of Uzbekistan (mostly Tashkent) or to Russian and Kazakhstan with no visas required and possibilities
to earn higher incomes compared to Uzbekistan. However, disturbance to the habitual way of life in the families
associated with the long absence of a husband (or one of the spouses) who migrated to work outside their
permanent place of residence, results in higher responsibilities and concerns of women for their children and
do not stimulate reproductive processes. In addition, labour migration objectively leads to a decrease in the
number of marriages and impacts birth rates.

Chart 5.6: Natural population growth in Syrdarya region, ‘000 people
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5.24.2 Local and Community Context

As indicated in the table below, historically the largest gap (of 1%) between male and female population in the
Project area is in Kasbi district with prevailing male population.

Table 5.12: Resident population by gender in the local Aol (2019), ‘000 people

Location Total, ‘000 people Female Population, ‘000 people (% of total)
Syrdarya region 829.9 413.2 (49.8%)
Oqoltyn district 50.9 25.3 (49.7)
Sardoba district 64.7 31.9 (49.3)
Kashkadarya region 3213.1 1589.2 (49.5%)
Nishon district 148.6 74.2 (49.9%)
Kasbi district 191.6 93.9 (49.0%)

Source: htips://stat.uz/en/open-data

Approximately 133, 027 people live within the ACs, including over 44,000 people in Kasbi district, almost
46,000 in Nishon district, 24,000 people in Ogoltyn and approximately 18,900 people in Sardoba (Table 5.13).
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Table 5.13: Population in the ACs, July 2019

108

Gender Ratio (%)
District Sub-district ACs Number of Population
Households ale Female
Hujaqulov Kamashi QFY 956 6,769 50% 50%
Nurobod MFY 634 3,625 n/d n/d
Khujaki MFY 754 4,471 n/d n/d
Mushqgogi MFY 564 2,964 n/d n/d
Navruz Nazartepa MFY 966 5,270 53% 47%
Kasbi Pakhtakor Pakhtakor QFY 583 4,984 n/d n/d
Fazli MFY 533 5,164 51% 49%
Jarkucha MFY 521 3,732 n/d n/d
Beruniy Chulgquvar QFY 512 3,299 53% 47%
Denov 530 3,908 51% 49%
Sub-total Kasbi 6,553 44,186
Nurli Kelajak Qirgquloch QFY 649 4,840 51% 49%
Uch Mula Yangiobod MFY 671 4,150 49% 51%
Shirinobod Shirinobod MFY 1,008 6,245 50% 50%
Oydin Kaptarli MFY 964 6,829 n/d n/d
A. Qodiriy A.Qodiriy MFY 964 6,403 49% 51%
Nishon Khamza Istigbol MFY 523 2,147 50% 50%
) Balkhiyak MFY 3,743 49% 51%
Guliston 1,124
Katta Ankhor 2,601 n/d n/d
Turkmenistan Oydin MFY 1,048 4,941 n/d n/d
Samargand Kuksoy MFY 680 4,097 n/d n/d
Sub-total Nishon 7,631 45,996 n/d n/d
Dustlik MFY 773 3,032 n/d n/d
Sardoba -
A.Navoiy MFY 694 2,836 n/d n/d
Musamukhammedov Sakhovat MFY 634 3,469 n/d n/d
Ogoltyn* Uqubayev Kurkam Diyor MFY 858 4,060 n/d n/d
Z.M.Bobur Ahillik MFY 1,001 5,501 n/d n/d
Toirov Shodlik MFY 840 5,091 n/d n/d
Sub-Total Oqoltyn 4,800 23,989 n/d n/d
. Yurtdosh MFY 620 3,661 n/d n/d
T. Malik
Dustlik MFY 715 4,336 n/d n/d
G.Gulom Qurg’ontepa MFY 530 3,806 n/d n/d
Sardoba* o
) Birlik MFY 513 3,915 n/d n/d
Sh.Rashidov
Ota Yurt MFY 584 3,138 n/d n/d
Sub-total Sardoba 2,962 18,856 n/d n/d
Total 21,946 133,027 49% 51%

Source: FE “Indorama Agro” LLC based on data sourced from mahallas

Denov community is also considered to be affected by the Project with 3,908 people living there (including
49% of women). Information on households in this community is not available now but estimated to be at least
530. It means that approximately 133,027 people will be directly affected by the Project footprint and the
community is further included in the assessment.

Generally, the population of Uzbekistan is very young: 34% of people are aged under 14. The median age of
population in Uzbekistan is 26.5 years in 2019 (to compare, the median age in 1991 was 23.3 years). According
to international criteria, the population is considered old if the proportion of people aged 65 and older exceeds
7% of the total population. As of the start of 2019, the population aged 65 years and older in Uzbekistan makes
up 4,6% of the total population in the country.

Most of the rural population in the local Aol (Table 5.14) have higher percentage of pensioners (up to 6%) than
the average for the country (except for Sardoba district where population aged 65 and older accounts for 4.3%
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of the total population in the district). In rural areas people live longer and the percentage of population aged
75+ is higher than in urban areas of Uzbekistan. Additionally, the minimum qualifying employment period for
pensions in Uzbekistan is now 7 years (in Russia, Kyrgyzstan and Tajikistan 10 years, in Baltic states 15 years,
in Belarus — 17 years) making it easier for people to qualify for pension allowances.

Table 5.14: Resident population in the local Aol, people (%)

Location Population Under working age Working age Over working age
Total female Total female Total female
Syrdarya region 829,905 254,144 122,634 (15%) 505,786 244,308 (29%) 69,975 46,223 (6%)
Oqoltyn district 50,940 16,406 7,907 (16%) 30,795 14,804 (29%) 37,39 2,569 (5%)
Sardoba district 64,690 20,580 9,862 (15%) 39,780 19,235 (30%) 4,330 2,776 (4%)
Kashkadarya region 3,213,090 1,040,762 502,762 (16%) 1,897,717 912,401 (28%) 27,4611 173,996 (5%)
Nishon district 180,089 48,935 29,028 (16%) 115,329 54,561 (30%) 15,825 10,344 (6%)
Kasbi district 160,317 60,616 23,638 (15%) 87,425 43124 (27%) 12,276 7,470 (5%)

Source: https://stat.uz/en/open-data

Based on the demographic analysis of the local Aol we may expect similar trends in the ACs with the elderly
making up 4% to 6% of total population in their respective communities.

5.2.5 Ethnicity, Indigenous Peoples, Religion and Language
Ethnicity

Uzbekistan is made up of a number of traditional populations of Turkic (Uzbeks, Kazakhs, Karakalpaks),
Semitic (Bukhara Jews) and Iranian origins (Tajiks) as well as more recent minorities which arrived in the
country during the Russian and Soviet domination (Russians, Crimean Tatars, Meskhetian Turks, Koreans
and some Ashkenazi Jews).

The Autonomous Republic of Karakalpakstan occupies 37% of the country’s territory and ethnic Karakalpaks
represent about a third of the Karakalpakstan’s population, and a very slight proportion of the country’s total
population (2.2%).

The ethnic Tajik population is widely thought to be much greater than official statistics indicate, given that many
Tajiks and Tajik speakers may classify themselves as Uzbeks to improve their career opportunities.

The largest ethnic group in Uzbekistan are Uzbeks. The last census was conducted in 1989, but according to
official estimates updated in 2017, the ethnic Uzbek majority totalled just over 26.9 million (83.8% of the
population) while ethnic Tajiks made up 1,544,700 (4.8%).

According to national statistics there have been changes in the ethnic structure of the population since 1991.
The share of Uzbeks increased by 11% and now accounts for 84% with the noticeable drop in the share of
Russians (by 5.4%), Kazakh (by 1.6%), Tatars (by 1.4%) and Ukrainians (by 0.5%) between 1991 and 2017
(Table 5.15).

Table 5.15: Ethnicity in Uzbekistan, % of total population

Ethnicity 1991 2017 Ethnicity 1991 2017
Uzbeks 72.8 83.8 Tatars 2.0 0.6
Karakalpaks 2.1 2.2 Turkmens 0.6 0.6
Tajik 4.8 4.8 Koreans 0.9 0.6
Kazakhs 41 2.5 Ukrainians 0.7 0.2
Russians 7.7 2.3 Others 3.4 1.5
Kyrgyz 0.9 0.9

Source: https://stat.uz/en/open-data
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The majority of population within the wider Aol in Syrdarya and Kashkadarya regions are ethnic Uzbeks (79%-
93%). Within the local Aol the Uzbek population varies between 76% (Sardoba district) and 95% (Nishon
district). Ethnic minorities are Karakalpaks, Koreans, Turkmen, Tatars, Azerbaijanis, Ukrainians, Russians and
Kazakhs. Interviews with local mahallas confirmed that there are no ethnic conflicts nor social unrest or tension
in the local communities, people live in peace and respect each other’s religions and there are inter-ethnic
marriages in the ACs.

Table 5.16: Ethnic profile of the local Aol (January 2019), % of the total population

Location

Uzbeks
Karakalpaks
Russians
Ukrainians
Belarusians
Kazakhs
Azerbaijanis
Kyrgyz
Tajiks
Turkmens
Tatars
Koreans
Other

Syrdarya Region 79% 0.02% 2.8% 0.1% 0.05% 1.6% 03% 21% 9.3% 0.1% 0.7% 1.0% 3.2%

Ogqoltyn district* 96.8% 0.00% 0.3% 0.01% 0.00% 0.19% 0.03% 0.7% 1.03% 0.01% 0.7% 0.1% 0.16%

Sardoba district 76% 0.00% 11% 0.1% 0.02% 07% 01% 18.4% 17% 0.03% 04% 0.3% 1.4%
rKezsi';ﬁada’Va 93% 0.01% 0.6% 0.1% 0.03% 0.1% 0.1% 0.0% 4.0% 1.1% 03% 0.0% 0.8%
Nishon district 94% 0.01% 0.1% 0.02% 0.003% 0.005% 0.01% 0.001% 54% 0.1%  0.03% 0.000% 0.3%
Kasbi district 93% 0.01% 0.3% 0.1% 0.02% 01% 01% 00% 50% 07% 03% 00% 0.3%

Source: https://stat.uz/en/open-data

*Data for Oqoltyn district as of 01.04.2019 provided by Oqoltyn District Hokimiyat

The largest ethnic minority in Sardoba district are the Kyrgyz who historically have large representation in
Uzbekistan due to geographic proximity of the country and traditional engagement in irrigated agriculture
(wheat, cotton) and cattle breeding (mainly sheep, houses and camels farming). The main areas of Kyrgyz
minorities in Uzbekistan are Andijan, Namangan, Fergana, Syrdarya, Jizzakh and Tashkent regions.

Religion

Main religions in Uzbekistan are Sunni Islam, Orthodox Christianity, and Judaism. The national profile by
confession includes Muslims — 79% (mostly Hanafi Sunni with Shi’a minority of 1%, mainly in Bukhara and
Samarkand regions), Orthodox — 4% (the share of Orthodox Christianity is shrinking due to emigration of
Russians, Ukrainians, Belarusians, etc.), 3% are non-Orthodox Christians (including Roman Catholics, Korean
Christians, Baptists, Lutherans, Seventh-Day Adventists, Evangelical Christians and Pentecostals, Jehovah’s
Witnesses), as well as Buddhists, Baha'is, Krishnaists, and remaining are atheists. And the rest are atheists.

Table 5.17: Faith-based organisations in Uzbekistan

Faith-based communities Islamic Orthodox Other confessions
Faith-based organisations 2050 158 17
Sunday schools 10 2 0

Source: https://stat.uz/en/open-data

There are 2,225 faith-based organisations and 12 Sunday schools operating in Uzbekistan.

Language

The national language of Uzbekistan is Uzbek. The second significant language is Russian which is widely
known and used throughout the country. Residents in urban communities are much more fluent in Russian
than people living in rural areas. Even though Russian has no official status in the country, many official
documents, reports, etc. are published or duplicated in this language, and it is widely used in all spheres of
life. Russian language training is compulsory, and it is studied in schools starting from the second year. A
system of government-financed Russian-language education institutions (including higher education) is still
existent and functioning in Uzbekistan. Multiple newspapers and magazines are published in Russian
language, and 836 schools (2019) are educating in Russian language.
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Besides Uzbek which has the status of official language in the whole country, several regions also use other
languages. The Autonomous Republic of Karakalpakstan has Karakalpak as its second official language. Soh
District in Fergana region is surrounded by territories of the Kyrgyz Republic, and 99.4% of its population
(about 58,000 people) are ethnic Tajiks. Local schools (24), lyceums (2) and colleges (2) provide education in
Tajik. Tajik-language media, schools, colleges and university departments also operate in Surkhandarya,
Samarkand, Bukhara, Namangan regions, and few other locations populated with Tajiks. Tashkent and Navoiy
regions and the Republic of Karakalpakstan have schools and university departments providing education in
Kazakh language. Turkmen-language schools are in Khorezm region and the Republic Karakalpakstan.

In the local Aol the majority of the population speaks Uzbek. Ethnic minorities speak Kazakh, Russian,
Karakalpak, Kyrgyz and Tajik and understand Uzbek.

Very few people in the ACs in Kasbi and Nishon districts speak or understand Russian. More people speak
Russian in Sardoba and Oqoltyn districts. FGDs with the direct farmers and contracted farms as well as local
communities identified that 83-97% of respondents (and 100% in Nishon district) are Uzbeks. Minorities
(Tajiks, Kyrgyz and Tatars) also speak Uzbek. Based on this, disclosure of Project information is recommended
to be in Uzbek for both the leaflets/printouts and verbal presentations.

Indigenous Peoples

EBRD PR7 and IFC PS7 both use the term “Indigenous Peoples” (IP) in a wider sense to refer to a distinct
social and cultural group. This applies to communities or groups of Indigenous Peoples who maintain a
collective attachment, i.e., whose identity as a group or community is linked, to distinct habitats or ancestral
territories and the natural resources therein. It may also apply to communities or groups that have lost collective
attachment to distinct habitats or ancestral territories in the Project area, occurring within the concerned group
members’ lifetime, because of forced severance, conflict, government resettlement programs, dispossession
of their lands, natural disasters, or incorporation of such territories into an urban area. The extent to which the
ethnic groups within the Aol possess the characteristics of IPs is discussed below:

e Self-identification as members of a distinct indigenous cultural group and recognition of this identity by
others: ethnic minorities in communities have self-identification of a cultural group but do not demonstrate
distinct features of indigenous groups

e Collective attachment to geographically distinct habitats or ancestral territories in the project area and to
the natural resources in these habitats and territories: not applicable, minorities in the ACs do not have a
collective attachment to the land or habitats, natural resources or territories

e Customary cultural, economic, social, or political institutions that are separate from those of the mainstream
society or culture: not applicable, there are no cultural, socio-economic or political institutions in the ACs
that would stand out and differ from the established national institutions

e Adistinct language or dialect, often different from the official language or languages of the country or region
in which they reside: although having their own mother tongue, minorities are well integrated in the ACs
and and communicate and understand the national Uzbek language

e Descent from populations who have traditionally pursued non-wage (and often nomadic/transhumant)
subsistence strategies and whose status was regulated by their own customs or traditions or by special
laws or regulations (this criterion is specific to EBRD PR7): no such people identified in the ACs.

In conclusion, the main reason why the affected groups within the Aol are not considered as IPs is because It
means that EBRD PR7 and IFC PS7 apply to communities or groups of Indigenous Peoples who maintain a
collective attachment, i.e., whose identity as a group or community is linked, to distinct habitats or ancestral
territories and the natural resources therein. It may also apply to communities or groups that have lost collective
attachment to distinct habitats or ancestral territories in the Project area, occurring within the concerned group
members’ lifetime, because of forced severance, conflict, government resettlement programs, dispossession
of their lands, natural disasters, or incorporation of such territories into an urban area. none of them have a
collective attachment to the land or natural resources, or have retained socio-economic or political features
that make them distinct from the dominant groups and therefore none of the groups have been identified as
indigenous peoples.

As such, the issues regarding Indigenous Peoples has been scoped out of further analysis in this ESIA.
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5.2.6 Health

The life expectancy for Uzbekistan is estimated at 72.3 years?’ for 2016 that gives the country a World Life
Expectancy ranking of 100 out of 228 countries. For comparison Tajikistan is ranked 113 with life expectancy
of 70.8 years while the United Kingdom is ranked 22 with life expectancy of 81.4 years.

Life expectancy in Uzbekistan differs significantly for male and female population. Male life expectancy was
estimated at 69.7 years compared to 75.0 years for female population (Chart 5.7).

Chart 5.7: Uzbekistan life expectancy history
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In overall, life expectancy in Uzbekistan increased between 2000 and 2016 although it displays a similar extent
of difference for males and females with women expected to live almost five years longer.

As for the wider Aol, Kashkadarya region is ranked 6 among 13 regions of Uzbekistan with life expectancy of
74.2 years for both genders while Syrdarya region ranks the last out of 13 with average life expectancy of 70.6
years. In both regions, women are expected to live four years longer (76.3 in Kashkadarya and 72.6 in
Syrdarya). It appears that in average, the level of socio-economic development of the regions influences inter
alia their health indicators which in Syrdarya region these are generally lower if compare to the other Project
region.

According to the latest WHO data published in 2017 HIV/AIDS deaths in Uzbekistan reached 393 cases or
0.23% of total deaths (higher rank corresponds to higher HIV/AIDS mortality rate). The age adjusted Death
Rate is 1.35 per 100,000 of population ranks Uzbekistan 116 in the world. Almost 4,000 HIV-positive people
in Uzbekistan were infected in 2017. According to the National HIV Control Centre, the number of HIV infection
cases in Uzbekistan dropped by 4.5% (to 3,983) in 2016 compared to 2015.

Top five causes of death in Uzbekistan remain (i) hypertension (World Rank 2), (ii) coronary heart disease
(World Rank 5), (ii) encephalitis (World Rank 13), (iv) liver disease (World Rank 27), (v) kidney disease (World
Rank 43).28 Higher rank corresponds to higher mortality rate.

The average annual mortality rate in the country (2018) is 4.7 deaths per 1,000 population. As for the Project
regions, the mortality rates in rural areas are lower if compared to mortality rates in urban areas with the highest
4.5) being in Syrdarya region.

Table 5.18: Mortality rates in the wider Aol, per 1,000 capita

Location 2014 2015 2016 2017 2018
Urban mortality rate

Kashkadarya region 4.4 4.2 4.5 4.4 4.1
Syrdarya region 5.3 5.2 4.9 5.1 4.8
Rural mortality rate

Kashkadarya region 3.9 3.9 3.8 4.1 4.1

World Health Organization web- resource via http:/apps.who.int/gho/data/node.country.country-UZB?lang=en
2 World Health Rankings at https://www.worldlifeexpectancy.com/country-health-profile/uzbekistan
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Location 2014 2015 2016 2017 2018

Syrdarya region 4.5 4.6 5.1 4.9 4.5
Source: https://stat.uz/en/open-data

Within the local Aol a high mortality rate (as of 2018) is in Kasbi district (14) and the lowest is in Oqoltyn district
(5.8) with a strong trend to drop further.

Table 5.19: Mortality rates in the local Aol, per 1,000 capita

Territory 2016 2017 2018 6 months 2019

Kashkadarya region

Kasbi district 9.3 14.3 14.0 11.1
14.1 13.9 11.8 6.1

Nishon district

Syrdarya region

Oqoltyn district 12.0 13.9 5.8 3.9

Sardoba district 11.8 13.7 10.8 8.8
Source: https://stat.uz/en/open-data

The infant mortality rate in Uzbekistan (2018) is 10.20 per 1,000 live births. For this parameter Uzbekistan
ranks 146" among 200 countries of the world (higher rank corresponds to higher infant mortality rate). In 2018
infant mortality in Kashkadarya region increased against 2016 (9 vs 7.9), and the index grew by 13% over the
previous three-year period (2014-2016). The infant mortality rate in Syrdarya region is 12.1 (2018), following
an increase by 7% over three-years period (2014-2016) and tends to grow even further.

Table 5.20: Under 5-year infant mortality rates in the wider Aol, per 1,000 live births

Location and Period Total Boys Girls

Kashkadarya region

2016 11.2 12.4 9.8

2017 13.2 14.6 11.6
2018 12.9 14.4 11.1
Syrdarya region

2016 17.8 19.0 16.4
2017 17.2 18.4 15.9
2018 15.7 15.8 15.5

Source: https://stat.uz/en/open-data

High morbidity rates are reported (2017) for respiratory diseases (5,154.3 per 10,000 capita) and diseases of
the digestive system (2,191.2 per 10,000 capita) which tend to decrease.

Table 5.21: Morbidity by main diseases groups in Uzbekistan

Year Infectious and Respiratory Diseases Diseases of the Diseases of the Injuries and

Parasitic Diseases Circulatory System Digestive System poisoning

“000 per “000 per “000 per “000 per “000 per

people 10,000 people 10,000 people 10,000 people 10,000 people 10,000

capita capita capita capita capita

2013 348.4 115.2 4,386.0 1,450.2 562.5 186.0 1,769.9 585.2 973.3 321.8
2014 349.9 113.8 5,130.2 1,667.9 668.5 217.3 1,972.8 641.4 962.8 313.0
2015 379.1 121.1 5,136.4 1,641.1 729.6 233.1 2,207.3 705.2 971.3 310.3
2016 411.2 129.1 5,350.7 1,680.1 753.3 236.5 2,410.4 756.8 1,056.2  331.6
2017 401.6 124.0 5,154.3 1,591.4 743.3 229.5 2,191.2 676.5 1,113.6  343.8

Source: https://stat.uz/en/181-ofytsyalnaia-statystyka-en

The health condition of the population in the local Aol is associated with the environmental situation. Among
the most common diseases in the Aol are those associated with polluted drinking water: typhoid, hepatitis,
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dysentery, cholera, and various types of cancer. High cancer rates, high infant mortality and hepatitis have
been linked by various experts directly or indirectly to the use of toxic chemical in the cotton industry. Although
it is difficult to establish a direct cause and effect between environmental problems and their apparent
consequences, the cumulative effect of environmental problems associated with water pollution and poor
quality of drinking water will be significant, especially in cotton farming areas with no water treatment and lack
of centralised portable water supply facilities.

5.2.7 Education

5.2.7.1 Country-wide and Regional Context

In Uzbekistan education includes four major sub-systems: (i) general education, (ii) vocational education, (iii)
supplementary education and (iv) vocational training (Table 5.22).

Table 5.22: Education system in Uzbekistan

General education Vocational education Supplementary Vocational training

education
Preschool education Intermediate vocational Supplementary Vocational training is intended for persons
(children at the age of 6-7 education (colleges and education for children of various ages to develop professional
years) technical schools) and adults competences that are needed to perform
Elementary general Higher education Supplementary specific job (service) functions, including

operation of specific equipment,
technologies, hardware and software, and
other professional tools. Such training is

education (1-4 school (bachelor’s degree) professional education
year) — compulsory

Basic general education Higher education focused on developing certain worker or
(5-9 school year) — (specialist or master’s officer skills (to match the requirements for
compulsory degree) specific grade, class, category) without
Secondary general Higher education changing the overall education qualification.
education (9-11 school (preparation of high-skilled

year) professionals)

Source: Mott MacDonald

Eleven years of primary and secondary education are compulsory according to the Law on Education Ne464-
| dated 19.04.2018. School education is provided free of charge; however, students have to pay annual fee for
using schoolbooks. The official literacy rate in the country is 99.99% (Table 5.23).

Table 5.23: Adult literacy rate in Uzbekistan, %

Indicator 2014 2015 2016 2017 2018
Adult population aged 15 and older 99.98 99.98 99.99 99.99 99.99
Qﬂ‘;‘: male population aged 15 and 99.99 99.99 99.99 100.00 100.00
Adult female population aged 15

and older) 99.98 99.98 99.98 99.98 99.98
Female young adults aged 15-24 100.0 100.0 100.0 100.0 100.0
Male young adults aged 15-24 100.0 100.0 100.0 100.0 100.0

Source: https://stat.uz/en/181-ofytsyalnaia-statystyka-en

Adult people in the ACs can read and speak in Uzbek language, are writing in Uzbek and majority of adult
population also speaks and understands Russian language.

The country operates 9,774 schools (as of 2018-2019 school year) which provide education in the following
languages: 8,925 — Uzbek, 836 — Russian, 380 — Kazakh, 363 — Karakalpak, 247 — Tajik, 57 — Kyrgyz, 56 —
Turkmen. Total 6,035 schools are functioning in rural areas. Few schools provide education in multiple
languages. Even though the country has a developed network of higher education institutions, the number of
teaching staff there is relatively small (22,800), and their qualification level is generally not high, e.g. only 7%
of teaching staff had professor or doctor degree, and 30% were candidates for scientific degree in 2009.
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5.2.7.2 Local and Community Context

In general, there is an established network of pre-schools and schools in the local Aol with few colleges
operating in the administrative centres of the districts (Table 5.24). However, no modern schools are there in
the ACs. FGDs with local communities identified that in general, the number of nurseries and schools is
insufficient, and all facilities require rehabilitation. A Russian-language school would be an advantage in
Sardoba with a social centre for single women with children and out of a job (as commented by communities).

Getting higher education is not easy for local communities due to their remote location and economic difficulties
in the families. It is also difficult for young people to obtain profession due to very limited number of vocational
colleges available locally, especially those focusing on agriculture and farming.

Table 5.24: General education institutions in the local Aol, 2018

Location Nurseries Children Schools Students Colleges Students Total

Kashkadarya region

Kasbi 33 2,791 61 34,205 8 3,220 40,216

Nishon 22 3,044 38 28,700 6 3,169 34,913
Syrdarya region

Oqoltyn 8 1,072 18 8,768 4 839 10,679

Sardoba 11 1,627 20 10,047 5 869 12,903

Source: RoU Ministry of Pre-School Education, RoU Ministry of Public Education

Local nurseries and schools in the Project districts are generally very old and heavily depreciated experiencing
health and safety issues associated with poor heat and water supply, lack of sewerage and air conditioning
facilities, old furniture and deteriorated outdoor playgrounds.

Jointly with the RoU Ministry of Pre-school Education FE “Indorama Agro” LLC has identified that rehabilitation
of the nurseries in Sardoba and Oqoltyn Districts may be included as a matter of priority in the Indorama’s
Community Engagement Programme (CEP). Currently the Company is undertaking consultation with the
Ministry of Pre-school Education on the scope of this programme and identified two nurseries in Sh. Rashidov
and T. Malik Sub-districts in Sardoba district to be piloted in 2019.

As a part of the Corporate Social Responsibility (CSR) Programme the Company is planning to build a modern
school in Kasbi district and rehabilitate local nurseries so that the Project has potential to share benefits with
the ACs.

5.2.8 Labour and Employment

5.2.8.1 Country-wide and Regional Context

The active workforce in Uzbekistan makes up 44% of the total population (start of 2019), as shown in Table
5.25. In the wider Aol the available workforce represents 42% in Kashkadarya region and 47% in Syrdarya
region.

Unemployment in Uzbekistan is 9.3% (as of start of 2019) while within the wider Aol the unemployment rates
are slightly higher (Kashkadarya region) or similar (Syrdarya region) with approximately 167,800 people in the
Project regions being out of work in 2019.

Table 5.25: Unemployment rates in the wider Aol, January 2019

Location Total Working Age Employed Active Unemployed, Unemployment
population, Population, 000’people  Workforce ‘000 people rate
‘000 people ‘000 people (%)

Uzbekistan 33,254.1 14,641.7 13,2731 44 1368.6 9.3%

Kashkadarya region 3,213.3 1,353.3 1,222.0 42 131.3 9.7%

Syrdarya region 829.7 390.7 354.2 47 36.5 9.3%

Source: https://stat.uz
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The dynamics in unemployment rates in the Project regions reflect the country-wide tendency and indicate
their rise in 2018 (Chart 5.8).

Chart 5.8: Dynamics in unemployment rates in Uzbekistan and the Project wider Aol, %
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Source: https://stat.uz/en/open-data

The Ministry of Employment and Labour Relations of Uzbekistan clarified that significant increase of the
unemployment rate compared to 2017 (3.5%) was mainly associated with improvements in the data gathering
methodology on jobseekers, and not with drastic changes in the labour market.

Nationally, the largest share of the employed work is in agriculture, forestry and fisheries sector (27.3%). Other
popular sectors include industry (13.5%), trade (11.0%), construction (9.5%) and education (8.2%).

5.2.8.2 Local and Community Context

Workforce and unemployment rates in the ACs

According to information provided by the Employment Centres of Kasbi and Nishon Districts, the
unemployment rates in the local Aol compare to the national and regional trend of 9%. Despite recent
improvements in the statistics methodology that deals with the unemployed, the actual rate in rural areas is
still unclear as not all local people register with the employment agencies. In rural communities there are many
people who are underemployed doing odd or seasonal work in the farms or dekhkan farms. So actual rates
are most likely significantly higher than the rates of the national statistics service.

The workforce In Kasbi district makes up 57.6% including 46.6% of active workforce (Table 5.26). There are
8,097 officially registered job seekers including 4,140 women and approximately 3,387 young adults (aged 18-
30).

Table 5.26: Workforce in the ACs in Kasbi district

ACs Working Active Working out Jobless Including
| age  Workforce  of Country Jobless Jobless  Jobless Jobless with
population Women Young withHigh  Secondary
Adults Education Education

Kasbi District Total

192,000 110,512 89,484 13,169 8,097 4,140 3,387 832 2,368
100% 57.6% 46.6% 12% 9% 51% 42% 10% 29%
Chulquvar QFY

3,299 1,950 1,526 343 138 71 58 13 42
100% 59% 46% 18% 9% 51% 42% 9% 30%
Denov QFY

3,908 2,239 1,814 268 164 84 68 18 47
100% 57% 46% 12% 9% 51% 1% 11% 29%
Fazli MFY

5,164 2,972 2,408 355 218 112 92 20 66
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ACs Working Active Working out Jobless Including
age Workforce  of Country Jobless  Jobless Jobless Jobless with
population Women Young with High Secondary
Adults Education Education
100% 58% 47% 12% 9.1% 51% 42% 9% 30%
Jarkucha MFY
3,732 2,136 1,732 253 158 81 67 14 48
100% 57% 46% 12% 9.1% 51% 42% 8% 30%
Kamashi MFY
6,769 3,909 3,167 465 286 147 122 28 85
100% 58% 47% 12% 9% 51% 43% 10% 30%
Khujaki MFY
4,471 2,565 2,078 308 186 96 79 18 55
100% 57% 46% 12% 9% 52% 42% 10% 30%
Mushqoqi MFY
2,964 1,872 1,367 201 123 63 52 12 37
100% 63% 46% 11% 9% 51% 42% 10% 30%
Nazartepa MFY
5,270 3,033 2,457 361 221 114 93 20 66
100% 58% 47% 12% 9% 52% 42% 9% 30%
Nurobod MFY
3,625 2,116 1,713 251 156 80 66 15 46
100% 58% 47% 12% 9,1% 51% 42% 10% 29%
Pakhtakor QFY
4,984 2,867 2,323 343 210 108 88 19 63
100% 58% 47% 12% 9% 51% 42% 9% 30%
Total in the ACs of Kasbi District:
44,186 25,659 20,585 3,148 1,860 956 785 177 555
100% 58% 47% 12% 9% 51% 42% 10% 30%

Source: Employment Centre of Kasbi District, July 2019

*Local Population is quoted by the Employment Centre of Kasbi District as annual average as of 1 July 2019

As indicated in Table 5.26 above, unemployment rates in the Project ACs in Kasbi is 9% (or 1,860 people). Of
the total number of job seekers women account for 51% (or 956 women in total) while the share of unemployed
young adults (both gender) is 41-43% (approximately 785 young adults). The majority of job seekers are skilled
workers (60% or 1,305 people) or low skilled workers (30% or 555 people). Approximately 12% of the available
workforce are working outside Uzbekistan, mostly in Kazakhstan and Russia. Lack of employment
opportunities in the remote Chulquvar community located in Beruniy sub-district urge people to earn incomes
outside Uzbekistan (18% of the community workforce is working abroad). See Table 5.27 for details of people
working outside of the country.

Table 5.27: People. working out of country, as of 2019
Total in the ACs of:

Kasbi

Nishon

Ogoltyn

Sardoba

Working out of Country

3,148

3,531

14,177

10,566

Source: District Employment Centres

Approximately 5,340 people in Nishon district are out of work, including 2,937 women officially registered with
the employment agency. The unemployed young adults make up 25% of registered job seekers (or 1,335
people) and unskilled workforce is estimated to account for 30% of the unemployed (or 504 people).
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Table 5.28: Workforce in the ACs in Nishon district

118

Working Active Workin meludine i
ACs* age- Worknve o Cogn(:lrj; Jobless Jopless J:)(bless Jobless Jobless with
population Women oung with High  Secondary
Adults Education Education
Nishon District Total
146,326 83,462 60,275 11,234 5,340 2,937 1,335 1,815 1,602
100% 57% 41% 13% 9% 55% 25% 34% 30%
Oydin MFY
4,941 2,782 2,035 379 180 99 45 61 54
100% 56% 41% 14% 9% 55% 25% 34% 30%
Balkhiyak MFY
3,743 2,107 1,542 287 137 75 34 46 41
100% 56% 41% 14% 9% 55% 25% 34% 30%
Katla Ankhor MFY
2,601 1,464 1,071 200 95 52 24 32 28
100% 56% 41% 14% 9% 55% 25% 34% 30%
Kaptarly MFY
6,829 3,845 2,813 524 249 137 62 85 75
100% 56% 41% 14% 9% 55% 25% 34% 30%
Quirquloch QFY
4,840 2,725 1,994 372 177 97 44 60 53
100% 56% 41% 14% 9% 55% 25% 34% 30%
Istigbol MFY
2,147 1,209 884 165 78 43 20 27 24
100% 56% 41% 14% 9% 55% 25% 34% 30%
Kuksoy MFY
4,097 2,307 1,688 315 150 82 37 51 45
100% 56% 41% 14% 9% 55% 25% 34% 30%
Shirinobod QFY
6,245 3,516 2,572 479 228 125 57 77 68
100% 56% 41% 14% 9% 55% 25% 34% 30%
Yangiobod MFY
4,150 2,337 1,709 319 151 83 38 51 45
100% 56% 41% 14% 9% 55% 25% 34% 30%
A. Qodiriy MFY
6,403 3,605 2,638 492 234 129 58 79 70
100% 56% 41% 14% 9% 55% 25% 34% 30%
Total in the ACs of Nishon District:
45,996 25,897 18,947 3,531 1,678 923 420 571 504
100% 56% 41% 14% 9% 55% 25% 34% 30%

Source: Employment Centre of Nishon District, July 2019

*Local Population is quoted by the Employment Centre of Nishon District as annual average as of 1 July 2019
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Approximately 1,678 people in the Project ACs in Nishon district are out of a job (9%). Of the total number of
formally registered job seekers women account for 55% (923 women) while unemployed young adults (both
gender) account for 25% (420 people). Majority of job seekers are low skilled workforce (30%) or skilled
workers (36%). Labour migration rates are relatively high (14%) in all Project-affected communities in Nishon
district. Majority of people migrated from the ACs to work outside Uzbekistan are men (92.7%). Most people
who are facing difficulties in earning good incomes in their local area are unskilled workforce (30%) or skilled
workers (35%) aged 30 to 55. They account for 60% of the local labour force who left the country to work
abroad.

Chart 5.9: Labour migration in Nishon district, 2015-2019
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Source: Nishon Statistics Office

Labour migration data provided by the Nishon Statistics Office (Chart 5.9) indicate significant increase of labour
migration rates in the district in 2018. There might be few reasons for the increasing labour migration, including
tightening of economic constraints, lack of jobs, better earnings offered in Russia and Kazakhstan after their
economic recovery (these two countries are main targets for labour migration from communities in Nishon
district) as well as increased labour force (by 5%) in 2018 against 2017).

According to information provided by Sardoba District Hokimiyat, the unemployment rate in this small rural
district is higher than the average unemployment rate in Syrdarya region and totalled at almost 12% at the
start of 2018, when approximately 15% of the workforce worked outside Uzbekistan.

Table 5.29: Estimated unemployment rate in Sardoba district

Period Population Working age Active Working out of Jobless
population Workforce Country

2018 63,468 35,566 26,940 5,441 3,125

% 100% 56.04% 75.75% 15.30% 11.60%

2019* 64,700 36,256 27,463 5,547 3,186

Source: ESIA Estimates

In assuming that the unemployment rate in Sardoba has not changed noticeably over the year (similar to the
regional dynamics), the ESIA study estimates that approximately 3,186 people in the district are looking for
jobs and about 5,547 people are travelling to earn in other countries.

The lowest official unemployment rate within the Project footprint is in Oqoltyn district (4%). The active
workforce account for 89% of the working age population and this is the best rate in two regions. The ESIA
scoping consultation revealed that local employment agency links this noticeable (by 5%) drop in
unemployment to the Project since FE “Indorama Agro” LLC initiated a second cluster in the small rural region
with immediate effect on the local employment.

Table 5.30: Unemployment rate in Oqoltyn district

Period Population Working age Active Working out of Jobless
population Workforce Country

2019 51,100 30,200 26,900 199 987

Y% 100% 59.10% 89.07% 0.66% 4.00%
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Source: Oqoltyn District Hokimiyat

Labour out-migration rates in Oqoltyn district are the lowest in the Project footprint and may be link to the poor
knowledge of Russian language in the ACs that influences the opportunities for finding jobs elsewhere in
Russia and Kazakhstan compared to other districts.

No data is available on the unemployment rates in the ACs in Sardoba and Ogqoltyn districts, however
homogenous social environment in the rural areas make it possible to assume that the employment status in
the ACs is similar to the overall trends in the respective districts of Sardoba and Nishon.

Table 5.31: Workforce in the ACs in Oqoltyn and Sardoba districts

Working . .
District  Sub-district ACs Population Age Active  Working out Jobless
. Workforce of Country
Population
Dustlik MFY 3,032 1,792 1,596 12 64
Sardoba
A.Navoiy MFY 2,836 1,676 1,493 11 60
Musamukhammedov ~ Sakhovat MFY 3,469 2,050 1,826 14 73
Ogoltyn  Uqubayev ,\KA“F'\‘}am Diyor 4,060 2,399 2,137 16 85
Z.M.Bobur Ahillik MFY 5,501 3,251 2,896 21 116
Toirov Shodlik MFY 5,091 3,009 2,678 20 107
Sub-Total Oqoltyn 23,989 14,177 12,626 93 505
Yurtdosh MFY 3,661 2,052 1,554 314 180
T. Malik
Dustlik MFY 4,336 2,430 1,840 372 213
G.Gulom 3‘;@ ontepa 3,806 2,133 1,616 326 187
Sardoba
Birlik MFY 3,915 2,194 1,662 336 193
Sh.Rashidov
Ota Yurt MFY 3,138 1,758 1,332 269 155
Sub-total Sardoba 18,856 10,566 8,004 1,616 928
Total 42,845 24,744 20,630 1,710 1,433

Thus, the ESIA study estimates that approximately 1,433 people in the ACs in Oqoltyn and Sardoba districts
have no jobs, including 30% of low-skilled workers (or 430 people) and some of them may potentially benefit
from the Project employment opportunities during construction and operation. To enhance this beneficial effect
the Project would need to include mitigation measures targeted at this group of social receptors.

Employment Opportunities in the Project Aol

Overall, formal employment opportunities in the Project districts are associated with local enterpris