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Gl

Goskomekologiya

GoU
E&S
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ESIA
ESMP
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International Lenders

P
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LLA
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Affected communities

Alien Invasive Species

The European Chemicals Agency
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Best available techniques
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Construction Environmental Management Plan
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FE findorama AgrooLLC

Mott MacDonald Limited and Ecostandart Expert
Corporate Social Responsibility

Construction Traffic Management Plan
Decommissioning Environmental Management Plan
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Government of Uzbekistan

Environment and social

European Bank for Reconstruction and Development
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Focus Group Discussions

Hectare

Hydro Module Zones
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Project

Cotton Farming Project in Uzbekistan
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Power transmission line
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Executive summary

Purpose of this Document

This document is Volume 117 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 findorama
AgrooLLC (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 ESI A Report is to
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:

0 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)

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

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

0 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:

0 ESIA Scoping Report (issued in September 2019) 1 describes initial findings of the ESIA study and the
assessment scope

(@]

Stakeholder Engagement Plan (SEP) i 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:

O«

Volume I: Non-Technical Summary;

O«

Volume II: Impact Assessment (this volume)

I Executive Summary

i Chapter 11 Project Description

i Chapter 27 Legal and Institutional Framework

I Chapter 31 Assessment Scope and Methodology

i Chapter 41 Information Disclosure, Consultation and Participation

I Chapter 51 Social Impact Assessment, Management and Monitoring

i Chapter 6 7 Environmental Impact Assessment, Management and Monitoring
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i Chapter 71 Glossary of Terms
I Appendices:
3 A. ESIA Stakeholder Consultation and Disclosure
Volume IlI: Appendices and Supporting Documents
Volume IV: Environmental and Social Management Plan and Sub-plans.

O« O«

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
t e rcno tfit o n , lout itesdriees astructure 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:

0 The existing spinning facility in Kokand commissioned in 2010 in Fergana region of Uzbekistan and
operated by FE findorama Kokand Textileo  J (@rdndirect subsidiary of the Sponsor)

0 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 filndorama Agroo 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 findorama Kokand Textiled  J t8 @oduce cotton yarn.

The Sponsor, hasheenwor ki ng closely for three year s andrcontinued FCO s

to do so, has developed a structured approach towards the cotton farming project to:

O«

Prevent the use of forced labour in cotton farming
Increase production and water usage efficiency
Enhance sustainability of the cotton sector in Uzbekistan

O« O¢ O«

Share knowledge and know-how in cotton farming.

Project Description and Components

The Project will establish:

(@]

Cotton farming schemes to farm cotton with rotation crops

(@]

Ginning facilities to process raw cotton and produce cotton fibre and cotton seeds

(@]

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

(@]

Transportation of cotton from the fields to the gin plants for processing

O«

Delivery of cotton fibre to the railway to transport it to the spinning facility in Kokand
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0 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 F E Indorama Agrod L &an@ contract
farming that engages local farmers to grow and deliver cotton to F E Indorama Agroo L 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 F E Indorama Agroo L ih ZD19 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:

O«

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

O« O« O«

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

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

Restructuring and laser levelling of land plots

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

0 Reclamation of abandoned fields, including desalinization
0 Direct contracting of farmers to supply cotton to the gin plants

O«

O« O«

0 Transportation of cotton from cotton fields to the gin plants
0 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 271 41/ha (at least 3 times per year)

Propaquizafop

1- 6 l/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)

ghl orantraniliprole 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 tlyear)

Diesel (pumps)

11/h (90.24 t/year)

Gasoline (cars)

7.6 1/100 km (200 t/year)

Natural gas

Mistral humidification i 50 m®h;
Seed cotton dryer i 235 mh;
Space heating (boiler) i 100 m%/h.

Electricity

Grid electricity

1k kWhlyear

Source: FE findorama AgrooLLC

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. Project Sponsor i 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.

F E Indorama Kokand Textiled Indirect subsidiary of the Project Sponsor who operates a new spinning facility in Kokand,
JSC Uzbekistan
FE findorama AgrooLLC 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 (IFls) 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 findorama AgrooLLC
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 S p 0 n s existihigs
spinning facility in Kokand operated by F E Indorama Kokand Textiledo  J Th€financing is expected to cover

the Projectsd invest ment Idings, gingimgifacilitiest lanmd addevetopntemt iamde r vy ,

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 empl oyer s 0 heRrogeet will be ableitoadds/alue if 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.

fNo Projectd al t ernati ve has inawoman sberagias. Teedinst®ptiah énclugles 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:

0 Phase | (completed) i Land in Syrdarya and Kashkadarya regions

0 Phase Il (to be completed before 2023) i 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, Oqoltyn 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. 6 3TaxtleRProdicBonlkly8. 2018 fAOn Mt
I ndorama (Singapore) in the Republic of Uzbekistano.
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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 I, 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 anddiscuss i ons of the Company®6s proposa
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
findorama Agrod L &n@ work full time based on long-term labour contracts. Approximately 45% of the
farmers (or 481 people) who terminated their LLAs agreed to join F E Indorama Agrod L adndCare 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 é6voluntaryé via the
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 Oqoltyn

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 wo r k e r s Osafétye wdlldeihg, 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 includingc ont r act or 6 s super vi s sooalpracticest he EF
on Project sites, enforcement measures inthe cont r act o r allecatiogsafticierd EHSs labour and

social resources to manage and monitorc ont r act or s6 performance

Beneficial impacts predicted for the Projecté speration 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 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 technigues 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, NGOs, 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 the sector industrialisation resulting from operation of other five clusters in the Project wider
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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 significantriskf or t he wor ker s 6 willeequirg irhpleméentatiersoé spetial management and
controlmeasures. These have been identified and included within

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 m3 to 2,000 m3:

O«

Laser levelling of fields (expected reduction of water consumption by 20%)

O«

Improved irrigation and water delivery infrastructure will decrease water transmission losses

(@]

Improvement of drainage systems will decrease soil salinity thus reducing the water use for soil leaching

(@]

Pivots and laterals with targeted water applications will reduce water usage
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0 Improved irrigation scheduling will help to avoid excessive and deficient irrigation of crops
0 Improved soil organic matter will increase soil water holding capacity
0 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:
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Type of mitigation / Enhancement

Provisions to Address Socio-Economic Impacts

Embedded mitigations

Project commitments to wortkeProjgcdd r i gt
documentation, including contracts with all contractors and their sub-
contractors

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

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

Monitoring of i mplementation of Proj

Wor kersd6 Code of Conduct easthesPojedt s he
construction phase and in the Company for the staff and contracted farmers

Regular toolbox talks by all contractors and sub-contractors regarding Project
commi t ments to wworkeesdCode of Candubt ainsl , t he
occupational health and safety plans and procedures

Assigning Project EHS Officers

Assigning Labour and Social Officers

Better Cotton Initiative certification

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

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

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

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

Establishing a public grievance mechanism
Engagement with key Project stakeholders

Keeping records and reporting on mitigation measures for significant adverse
effects

Mitigation of insignificant effects

Toolbox talks for safeguarding personnel and property

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

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

Ongoing consultation and information disclosure

Fencing and signage around site perimeter

Annual reporting

Retrenchment planning in decommissioning

Enhancement

Project Recruitment Policy stating a requirement to prioritise local employment
(this wildl also be reflected in cont
women

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

Training and Mentoring Policy

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

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

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

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

Community Development Programme
Advertising opportunities and describing recruitment process to the ACs
Special measures to promote employment and other benefits to 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.

F E Indorama Agrod L willbmonitor 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 Pr oj ect has strong commitments to safeguarding
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 wo r k eights &nd 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 enquires on this ESIA are given below:

Project Proponent Information

Name of Company: FE findorama AgrooLLC

Address: No.11/1, Amir Temur Ave., Mirobod District, Tashkent
Name of the Contact Person: Mr. Amit Jaini CEO, FE findorama Agroo L L C
Telephone:

E-mail: a_jain@indoramaglobal.com

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

42484104 E| |3 April 2020


mailto:a_jain@indoramaglobal.com
http://www.indorama.com/

Mott MacDonald | Uzbekistan: Cotton Farming Project 14
Volume Il - Impact Assessment

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 findorama AgrooLLC. 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 signingofDecr ee of the Cabinet of Ministers of Uzbeki
to Establish a Modern Cotton and Textile Production by Indorama (Singapore) inthe Republicof Uz beki st ar
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 No0.427-XIl of 19.11.1991.
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111 Land Acquisition for Direct Farming
Land acquisition for the Project was planned for two phases:

0 Phase | (completed in 2018) i Land in Syrdarya and Kashkadarya regions
0 Phase Il (to be completed before 2023) i 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, Oqoltyn 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
QOgqoltyn 5 12,770
Syrdarya
Sardoba 4 13,789
Total: 22 54,196

Source: FE findorama AgroolLLC

The Projectédés direct f ar mi n gtotal area Kf28 68K lradnakiasbiaandrNéeslgon o n

districts (Map 1.2).
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Map 1.2: Project footprint in Kashkadarya region of Uzbekistan
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The footprint of the direct farming scheme in Syrdarya region extends to a total area of 26,559 ha in Oqoltyn
and Sardoba districts (Map 1.3).
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Map 1.3: Project footprint in Syrdarya region of Uzbekistan
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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 F E Indorama Kokand Textiled  J. Bidbrama 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 F E Indorama Agroo L ih ZD19 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.
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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
8 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 findorama AgrooLLC

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 findorama AgrooLLC *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 oPRFrodicBoniy8. 2018

I ndorama (Singapore) in the Republic of Uzbekistano.
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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
Oqoltyn
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 findorama AgrooLLC

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 ofthe LLA( consi detadydvaihdnal | owed in Arti ddes
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 optimisationoftheo f t he si ze of
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.

1151 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 farmersd rights

Consult and negotiate
Compensate

ok D E

Manage grievances

“ RoU Land Code (Articles 5, 36, 37, 38). RoU Ci vi l Code ( Ar ¢ 13); ReguiatioB @2
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 AOn Appr bealFaoim amed ®epgumasiaonh oomnatnd Liquidati on Procedureo
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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 all owance of I|ivestock in the Companyoés |
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.

1.15.3 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 Oqoltyn

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 findorama AgrooLLC

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 - - -

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 F E Indorama Agro6 L dn€Cwork
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 -

Oqoltyn 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 findorama AgrooLLC

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
Musamuhamedov 141.6 250,000 35,400,000 4,248 4,800 20,390,400 55,790,400
K. Ukubaev 144.9 250,000 36,225,000 4,347 4,800 20,865,600 57,090,600
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 findorama AgrooLLC

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. F E Indorama Agrod L i& donsidering
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:

0 Cultivation of the leased land, involving land development, planting, cultivating, harvesting

0 Procurement of machinery and equipment for field works

0 Procurement of equipment for gin plants, depots and warehouses

0 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

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

0 Restructuring and laser levelling of land plots

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

0 Reclamation of abandoned fields, including desalinization

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

0 Transportation of cotton from cotton fields to the gin plants

0 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 A K a sShuiv o k oDvirking. 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: FEAil ndor ama Agroc‘) LLC Source: FE fAl ndorama Agroo LLC

Source: FE filndorama Agroo LLC Source: FE Al ndorama Agroo 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 findorama AgrooLLC

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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