= STOP FORCED

g AND GHILD LABOUR
 IN THE COTTON INDUSTRY
OF UZBEKISTAN!

July 21, 2015

Mr. Guy Ryder

Director-General

International Labour Organization
4 route des Morillons

CH-1211 Genéve 22

Switzerland

Dear Mr. Ryder:

In advance of the ILO’s August roundtable with the government of Uzbekistan, we write to express our
appreciation for the ILO’s continuing efforts to advance the application of international labour standards
in Uzbekistan. In light of the Uzbek government’s continued systematic use of forced labour, however,
we also urge the ILO to use the upcoming meeting to again press the Uzbek government to fully apply
Conventions No. 29 and 105.

This spring, human rights monitors in Uzbekistan have again reported that the Uzbek government forced
students and state employees to prepare fields for planting, including in World Bank project areas.’ In
May, the government arrested and brutalized Elena Urlaeva for documenting forced labour in the cotton
fields.? This follows well-documented reports that during last fall’s harvest the government forced
farmers to meet state quotas for cotton production and forced more than a million of its own citizens to
pick cotton. * With these human rights violations, the government has demonstrated that it has yet to alter
its forced labor system of cotton production, detailed in Appendix 1.

At your upcoming meeting with representatives of the Government of Uzbekistan to discuss the results of
the ILO’s survey of recruiting practices in the agricultural sector and next steps we urge ILO to:

1. Insist that the Government of Uzbekistan agree to a credible ILO monitoring of forced labour
beginning this fall;

2. Insist that the Uzbek authorities also allow monitoring by independent Uzbek civil society
without threat of harassment and assure access for domestic and international media to investigate
and report on conditions in the cotton sector;

! See: http://uzbekgermanforum.org/uzbek-government-continues-forced-labor-system-to-weed-cotton-fields/
’ See: http://www.cottoncampaign.org/uzbek-police-brutalize-human-rights-monitor-elena-urlaeva.html

* See Uzbek-German Forum for Human Rights, “The Government’s Riches, the People’s Burden: Human Rights
Violations in Uzbekistan’s 2014 Cotton Harvest,” April 2015, http://uzbekgermanforum.org/wp-
content/uploads/2015/04/cotton_harvest Online.pdf
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3. Should the Government of Uzbekistan refuse to allow credible monitoring of forced labour and a
feedback mechanism in World Bank project areas or the ILO become aware of forced or child
labour in World Bank project areas, we expect the ILO will so inform the World Bank since
independent, third-party monitoring and ceasing loans if there is forced or child labour in project
areas are covenants in the loan agreements between the World Bank and government; and

4. Publicly report out on the roundtable meeting, including the ILO’s survey of recruitment practices
and its findings, proposed plan of action to apply ILO conventions No. 29 and 105, and
agreements on next steps regarding the application of ILO conventions in Uzbekistan.

We look forward to hearing from you about the results of the roundtable and plans for next steps in its
aftermath.

Sincerely,
The Cotton Campaign, a global coalition of labor, human rights, investor and business organizations
coalesced to end forced labor of children and adults in the cotton sector of Uzbekistan
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CC: Mr. Kari Tapiola, Special Adviser to the Director-General, ILO
Ms. Corinne Vargha, Chief of the Fundamental Principles and Rights at Work Branch, ILO
Mr. Daniel Funes de Rioja, President, International Organisation of Employers (IOE)
Ms. Linda Kromjong, Secretary-General, IOE
Mr. Jodo Antonio Felicio, President, International Trade Union Confederation (ITUC)
Ms. Sharan Burrow, General Secretary, ITUC
Mr. Saroj Kumar Jha, Regional Director for Central Asia, World Bank

Enclosure: Appendix “The System of Forced Labor Cotton Production in Uzbekistan”
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Summary of Findings

With a series of legal reforms beginning in 1991 and continuing until today, the Government of
Uzbekistan (GoU) has consolidated total control over agriculture production in Uzbekistan
through a process of replacing government owned and managed “collective farms” with so-
called “private farms” leased to farmers. In doing so, the current Government of Uzbekistan has
built a centrally-controlled political and economic patronage system to control and benefit from
the production of cotton.

Overall decision-making authority for the agriculture sector is controlled by Prime Minister
Shavkat Mirziyoyez through regular communication with regional, district and local government
authorities. The cotton production quota is established annually by the central government;
assigned to the regional and local hokims (governors) by the Prime Minister. The hokims are
responsible for implementing the orders, first by assigning the quotas for each farmer in his

jurisdiction and second by enforcing the quota through coercive measures.

Though the Ministry of Agriculture and Water Resources (MAWR) has overall responsibility for
managing the cotton and cotton seed production system, daily management is overseen by
Khlopkoprom, a government controlled joint stock association.® As a part of its responsibility for
managing the cotton production system, the MAWR arranges long-term leases with farmers that
include the farmer’s “business plan,” which are legal obligations to cultivate certain acreage and
deliver a certain quantity of cotton to the government annually. Then each year, farmers are
required to sign “Purchase Contracts” with Khlopkoprom through which the farmers are assigned
that year’s “business plan,” which includes their assigned quota, a portion of the government’s

national production plan, and other obligations related to type and quality of cotton.

Through “joint stock” companies or associations owned by the state and unknown individuals
widely believed to be government officials, the Uzbek government controls all aspects of

production, processing and sale of raw cotton and cotton seeds, including and distribution of

> Khlopkoprom (also known as Uzkhlopkoprom or Uzpakhtasanoat in Uzbek) is the state-controlled association
responsible for procurement of raw cotton and ginning. Its regional divisions interact directly with farmers,
including by obtaining farmers signatures on land leases and annual contracts for the delivery of cotton quotas.
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seeds, fertilizers, defoliants, pesticides and other agrochemicals, fuel and petroleum-based
lubricants, machinery and its servicing for use in cotton and wheat production. Upon harvest,
farmers are obligated to deliver all of their cotton to their assigned Kholpkoprom gin for grading
and processing. All sales of cotton fibre, both domestically and for export, are through the three
government-owned trading companies - Uzprommashimpex, Uzmarkazimpex, and Uzinterimpex

—all of whom depend on Khlopkoprom for their supply of ginned cotton.

Once his raw cotton and cotton seed is accepted, Khlopkoprom will deduct the farmer’s portion
of the processing costs before authorizing payment to the farmer, and the farmer is obligated to
immediately settle his accounts with the joint-stock input suppliers. The Finance Ministry sets
the overall state procurement price for the grades and varieties of cotton, but the rate has very
little relationship to the actual cost of production incurred by the farmer. While the government
often suggests that it subsidizes farmers, its formal and informal taxes on farmers “more than

offset the value of input subsidies for cotton growers.”®

Financing for each aspect of the cotton sector, including payments to the each joint stock
company in the chain is tightly controlled by the central government through a largely “cashless”
system of credit. The Uzbek government does not report cotton income in national accounts.
Instead, cotton income goes to the extra-budgetary “Selkozfond (Agricultural Fund),” housed in
the Ministry of Finance, to which only the highest level government officials have access and

knowledge of its use.’

The Uzbek government engages in a campaign to mobilize adults and children on a massive
scale to hand pick cotton each year through daily “harvest quotas”. The government developed
its particular labor recruitment system when it abolished Soviet-era state run farms in favor of
land-lease system of state procurement. A farmer or citizen ordered to fulfill a harvest quota who
refuses to participate when called upon to grow or harvest cotton faces the threat of punishment
by the government, as detailed below (see A.4.c).

6 Stephen Macdonald, “Economic Policy and Cotton in Uzbekistan,” Economic Research Service, United States
Department of Agriculture, October 2012.

7 llkhamov, Alisher and Muradov, Bakhodyr, “Uzbekistan’s Cotton Sector: Financial Flows and Distribution of
Resources,” October 2014, http://www.opensocietyfoundations.org/reports/uzbekistan-s-cotton-sector-financial-
flows-and-distribution-resources.
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The cotton production system in Uzbekistan imposes very high social and economic costs, which
harms human and environmental health, promotes corruption, negatively impacts delivery of

basic government services, and creates legal risks for enterprises investing in the country.

Methodology

ILRF collected, organized, and analyzed existing information (including direct and indirect
evidence) of the political-economic factors underpinning the forced labor system (or "command
economy") for cotton production in Uzbekistan. As our primary source of information, ILRF
utilized documentary and oral evidence (i.e. witness interviews) collected during previous cotton
harvests (2009 - 2013) by researchers with whom we work. We also conducted a review of
existing literature on the topic, including a review of primary source information documented in

the published secondary research.

A. Land and farmers under the state-order system of cotton and wheat production

1. Land management

The Government of Uzbekistan owns all agriculture land and controls production on its

lands through a system of leases and purchase contracts it requires farmers to sign.

With a series of legal reforms beginning in 1991 and continuing until today, the Government of
Uzbekistan (GoU) has consolidated total control over agriculture production in Uzbekistan
through a process of replacing government owned and managed “collective farms” with so-
called “private farms” leased to farmers. In doing so, the current Government of Uzbekistan has
built a powerful, formal, centrally-controlled political and economic patronage system to control
and benefit from the production of cotton.

When the Soviet Union dissolved in 1991, government officials in Uzbekistan faced a future

without political and financial support from the Soviet Union. To replace the money to sustain
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government budgets and to placate historical regional political centers in Uzbekistan, President
Islom Karimov’s administration passed at least 55 laws, decrees and resolutions reforming the
ownership and management structure for all agricultural land.® Between 1991 and 1998, the GoU
converted the state-owned and controlled collective farms (kholkhozes and sovhozes) into large,
joint-stock companies (“shirkats”) with cooperative ownership. Described as a process of
“retention of state monopoly on land ownership,” pervasive intervention of local and central
authorities in agriculture continued.® After 1998, the government subdivided the shirkats into
smaller farms (10-25 hectares). In 2008, a law ostensibly aimed at increasing efficiencies of scale
further consolidated farms into larger farms (75-150 ha) under the control of the regional

hokims, who are appointed directly by the president.*

As a result, there are now 66,000 “private farms” under control of the regional and local

hokims.™* As a result, “virtually all farms in Uzbekistan . . . are still tied to the state order

system,”*?

»13

and the Uzbek government continues to hold farmers “effectively indentured to the

state.

While the central government maintains tight control over farmers’ use of land, key figures that
would otherwise be likely rivals to President Karimov have decision-making authority for much
of the agricultural sector. From 1991 until 2003, Ismail Dzhurabekova managed the agricultural

sector from various positions in the government. By one account, Jurabekov was the head of the

® Kandiyoti, Deniz, “Agrarian Reform, Gender and Land Rights in Uzbekistan,” United Nations Research Institute
for Social Development, Social Policy and Development Programme Paper Number 11, June 2002.

o Trevisani, Tommaso, “The reshaping of inequality in Uzbekistan: reforms, land and rural incomes,” The Political
Economy of Rural Livelihoods in Transition Economies: Land, peasants and rural poverty in transition, Ed. Max
Spoor, New York: Routledge, 2009, Chapter 7.

% Farmer, identity anonymous for personal security. Personal Interview by Matthew Fischer-Daly, 26 September
2012.

1 Gazeta.uz, March 6, 2013, http://www.gazeta.uz/2013/03/06/farmers/

2us. Department of State. (Unclassified) Cable from US Embassy in Tashkent: Uzbekistan: Information on Forced
Labor and Child Labor for Mandatory Congressional Reporting Requirements, at para. 8. (June 6, 2008) (reporting
that “[w]hile virtually all farms in Uzbekistan are now classified as private, they are still tied to the state order
system. Farmers are required to both seed a certain amount of their land with cotton each year and produce a
certain quantity for the state purchase. As adult labor is often scarce . . . farmers and provincial officials resort to
conscripting students to fulfil their quota.”); Trevisani, Tommaso, “The reshaping of inequality in Uzbekistan:
reforms, land and rural incomes,” The Political Economy of Rural Livelihoods in Transition Economies: Land,
peasants and rural poverty in transition, Ed. Max Spoor, New York: Routledge, 2009, Chapter 7.

B Trilling, David, “Forced labour in Uzbekistan: In the land of cotton,” The Economist, 16 October 2013,
http://www.economist.com/blogs/banyan/2013/10/forced-labour-uzbekistan
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Samarkand clan, a rival to the Tashkent clan, and considered instrumental in securing the
presidency for Samarkand’s Islom Karimov.** Since 2003, Karimov has given Prime Minister
Shavkat Mirziyoyev control over agriculture. Currently, all but one of the regional governors
(“hokims™) are Mirziyoyev loyalists. The exception is Ahmadjon Usmanov, governor of

Tashkent region, who is backed by the Interior Ministry and Major General of the Police.

The Cabinet of Ministers replaced the Ministries of Agriculture and of Melioration and Water
Management with the Ministry of Agriculture and Water Resource (MAWR), with decree No.
419 of November 26, 1996. In February 2014, President Karimov appointed Shukhrat Teshayev
as the Minister of MAWR.

The Ministry of Agriculture and Water Resources (MAWR) is responsible for technical
management of the cotton and cotton seed production system. First, the MAWR arranges long-
term leases, generally for periods of 40-60 years, with farmers through a state controlled lease
brokerage company, Uzselkhozmash. Each lease will contain basic information for the farm’s
obligatory “business plan”, including legal obligations to cultivate certain percentage of acreage
for cotton, which is typically over 50%, a percentage of land for wheat, and to deliver a quota of

cotton of a certain quality to the government annually. Second, the MAWR s responsible setting

the “bonitet” (fertility) score for each farm in collaboration with the State Committee for Land
Resources, Survey and Cartography. Through setting each farm’s bonitet score, MAWR plays a
significant role determining the quotas for each farm. MAWR also manages the irrigation system

that supplies water.

On agricultural land not designated for cotton or wheat production, farmers cultivate horticulture
and raise livestock, primarily in the Tashkent region and mountainous areas of the country.
These farmers also lease the land from the government and are obligated to obtain approval by
local authorities for their crop cultivation plans and in some cases subjected to similar coercive
tactics by government agents. For example, the central government strictly controls silk

production for export to world markets, and the district and regional governors of Fergana have

* Freedom House, “Nations in Transition: Uzbekistan- 2007,” http://www.freedomhouse.org/report/nations-
transit/2007/uzbekistan#.VEVNbvnF_oE (last accessed October 21, 2014).
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reportedly coerced farmers to produce silk and penalized farmers with fines for failure to deliver
the silk.™® The arrangement subjects the farmers’ families to work for no compensation for their

labour, and in many cases, give up sections of their home for the silk worms to grow.
2. Quotas and production planning

The quota is established annually by the central government; assigned to the regional hokims by
the Prime Minister; and assigned directly to the farmers by the regional or distict hokims.
According to government decree No. KR 03/1-732 issued by the Prime Minister’s office, farmers
who fail to deliver the required quota will lose their land. Other government sanctions for failure

to meet the quota include bringing criminal charges and criminal and civil fines.

The “cultivation quota” for all farms is established annually by the central government; and
assigned to the regional, district and local hokims for implementation. Based on a land survey
from the Soviet era that is more than 25 years old, the government allocates approximately 35%
of all agricultural land to cotton production and 35% to wheat production.*®

Each year in January or February, the President meets with the Prime Minister, his Cabinet of
Ministers (including the Ministers of Agriculture and Water Resources, the Economy, Finance,
Foreign Economic Relations, and Investments and Trade) and representatives from
Khlopkoprom to set the national production targets for different varieties of raw cotton and
cotton seeds.*’ Since the President assigned him the mandate to oversee agriculture in 2003, the
Prime Minister has directly managed the annual cotton production through regular

communications with regional-, district- and local-level government officials and farmers.*®

> Ashurov, Sadriddin and Farangis Najibullah, Uzbeks Toil To Keep Silk Industry's Traditions Alive. Radio Free
Europe, Radio Liberty, 12 March 2013, available at http://www.rferl.org/content/uzbekistan-silk-
industry/24926469.html; See e.g., Reports by local human rights monitors to the Uzbek-German Forum for Human
Rights, 2014, unpublished.

% |lkhamov and Muradov, Ibid, p. 15.

" Field Notes: interviews with Uzbek citizens, names anonymous for personal safety, by Matthew Fischer-Daly, 23
September — 6 October, 2012.

8 Ibid
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Once the national plan is set, the Prime Minister convenes the regional governors to assign the
cotton and wheat production quotas for the regions they govern.* Then, the regional and local
hokimiyats use the orders contained in the national production plan to draw up the annual
“business plan” for each of the farms in their jurisdiction.?® Representatives of each of the above-
mentioned government organizations, and sometimes the Prime Minister via teleconference,
meet with local farmers and agriculture input suppliers regularly throughout the annual cotton
production cycle, from the stage of establishing the national production plan through the end of
the delivery of harvested cotton. The regular exchange of communication up the chain of
command was known as the “selector” (in Russian selectornoye soveshanie) under the Soviet
model of state-run collective farmers (kolkhozes and sovkhozes).?! They are now referred to in

Uzbekistan as “cotton collection headquarters,”?

and by some estimates now include 200
meetings each year.?® In some locales, authorities appoint local citizens to participate in the
cotton headquarters; for example, a construction manager worked with the headquarters of
Nishan district, Kashkadarya region during the 2014 harvest.** The meetings enable the regional
governors to keep the Prime Minister fully informed and to coordinate implementation of the

national production plan.

When developing the “business plan” for each farm in their jurisdiction, the regional and district-
level governors take the bonitet score for a particular leasehold into account both when assigning
land to farmers and when assigning quotas to the farms in their region. The local offices of the

MAWR and State Committee for Land Resources, Survey and Cartography estimate a bonitet

' Field Notes, Ibid.

% See Annex 4, e.g., Contract for the Purchase of Raw Cotton and Cotton Seed, as approved by Justice Minister,
No. 12/2496 (November 23, 2005), 91.2 (establishing that the “business plan” determines the exact amount of raw
cotton and cotton seed that needs to be delivered to Khlopkoprom or one of the gins belonging to MARW)
(hereinafter “Purchase Contract”)

! Hornidge, Anna-Katharina and Shtaltovna, Anastasiya, “A Comparative study on coton production in Kazakhstan
and Uzbekistan,” Center for Development Research (ZEF), University of Bonn, 2014,
http://www.zef.de/uploads/tx_zefportal/Publications/ZEF-Cotton_Kasachstan-web.pdf, page 13-14.

22 Uzbek-German Forum for Human Rights, “Cotton, It's not a plant — It’s Politics,” 2012,
http://uzbekgermanforum.org/wp-content/uploads/2012/12/cotton-its-not-a-plant-its-politics-online.pdf.

** Hornidge and Shtaltovna, Ibid, page 23.

** Uzbek-German Forum for Human Rights, A Chronicle of Forced Labour in the Cotton Sector in Uzbekistan, Issue 6,
October 29, 2014, available at http://uzbekgermanforum.org/wp-content/uploads/2014/10/Cotton-Chronicle-

Issue-6.2014.pdf
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score, an index of soil quality and other factors influencing yield, for each farm every five years,

though the survey has been poorly maintained.*

Each year, once production plans are set by the regional and local hokims, the farmers are
required to sign “Purchase Contracts” with Khlopkoprom, the state-controlled association
responsible for procurement of raw cotton and ginning.?® The “Purchase Contract”, which is
unique for each farm based on that farm’s “business plan” for that year, will impose obligations
(or a quota) that will include details on the quantity, variety, and quality of cotton the farm must

deliver to Khlopkoprom that year.

Once the business plan is set for a farm, Khlopkoprom is responsible for “provid[ing] ‘the farm’
with documents on national practical standards and other normative documents,” and the farmer
is contacted by an employee of their local Klopkoprom TSA to sign their mandatory “purchase
contract” for the delivery of both raw cotton and cotton seed as designated in the farm’s
“business plan.”?” Khlopkoprom regional divisions interact directly with farmers and local
authorities. In coordination with the Finance Ministry’s Selkhozfond and input suppliers,
Khlopkoprom’s divisions prepare contracts on behalf of MAWR for the farmers, and hokims,
typically at the district level, obtain farmers signatures on the contracts. The contracts are signed
in January and February. According to the purchase contract, a farm is required to “deliver [x]
tons of raw cotton from an area of [x] square hectares, including [x] tons of cotton seed from
[x] variety both raw cotton and cotton seeds of an assigned variety and quality Percentages and

quotas are renewed in the annual contracts signed by Khlopkoprom/MAWR with each farmer.?

% llkhamov, Ibid, pages 16-17, (presenting a copy of a Purchase Contract.)

% See Annex 4, Purchase Contract.

%7 See Annex 4, Purchase Contract, 92.4(b) (describing some of the duties of ‘the procurer’ (Klopkoprom) when
implementing the national production plan for raw cotton and cotton seed).

%% See Annex 4, Purchase Contract, supra n. 22, 91.2. See also (1) Cabinet of Ministers Decree No. 383 of
September 4, 2003 “On measures to improve contractual relations and responsibility for fulfilling the obligations of
the parties in agricultural production” (establishing a standard format for purchase contracts); (2) Ministry of
Justice, Regulation No. 1675 of April 14, 2007 (regulating “the procedure of credit for the costs of agricultural
enterprises producing cotton and grain for state needs”).
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Coercion of Government Officials

Finally, after assigning each farm its quota, the local hokim and other local government agencies
are responsible for ensuring that every farm meets its production obligations.?® If a regional or
local hokim fail to meet the assigned quota for the farms under their jurisdiction, they are
replaced.® In turn, local government officials under the hokims’ authority, such prosecutors,
district-level, and city-level officials are also replaced for not fulfilling orders for cotton

production.

Coercion of Farmers

Farmers who do not deliver the total of their annual quota of cotton are also penalized through a
number of coercive sanctions employed by the district-level hokims, administrators of state
institutions, prosecutor’s office, and police acting in concert with one another.* First, the law
provides regional and local hokims with the authority to revoke and reassign a farmers lease and
the power to revoke a farmer’s purchase contract with Khlopkoprom. ** Second, backed with the
authority to revoke a farmer’s livelihood, local authorities commonly verbally and physically
abuse farmers, typically at the cotton production planning meetings held at the “cotton collection

? See, e.g., Decree No. KR 03/1-732 (2009) from the Prime Minister (stating that “Hokims, prosecutors and
departments of internal affairs of districts must take under control those farms where cotton has not been picked
and organize the final cotton harvest. In those cases where farms have not complied with contractual obligations, a
schedule will be made to levy damages from them.”)

*% |International Labor Rights Forum (ILRF). Field Notes: Interview with John Doe 2, a resident of Bukhara by Matt
Fischer-Daly. September 26, 2012 (describing how a hokim in the Bukhara region lost his job following the 2011
harvest after farmers protested late payments for their inputs and crop by the government-owned bank.)

3 “Tpu Nnpokypopa yBosieHbl B Y3beKkucTaHe M3-3a xnonkKa,” Ozodlik Radio, 14 October 2014,
http://www.ozodlik.org/content/article/26637136.html

32 Cotton Campaign and Uzbek-German Forum for Human Rights, “A Systemic Problem: State-Sponsored Forced
Labour in Uzbekistan’s Cotton Sector Continues in 2012,” June 2013, available at
http://www.cottoncampaign.org/wp-content/uploads/2013/07/SystemicProblem-

ForcedlLabour Uzbekistan Cotton Continues.pdf (Last visited November 27, 2014)(hereinafter “Cotton Campaign
2012 Report”);

Cotton Campaign, “Review of the 2013 Cotton Harvest in Uzbekistan: State Forced-Labour System Continues,”
November 2013, http://www.cottoncampaign.org/wp-

content/uploads/2013/11/2013CottonHarvest end report.pdf; and

Uzbek-German Forum for Human Rights, “Preliminary Report on Forced Labor During Uzbekistan’s 2014 Cotton
Harvest,” November 2014, http://uzbekgermanforum.org/wp-content/uploads/2014/11/Forced-Labor-During-
Uzbekistans-2014-Cotton-Harvest.pdf.

** Usman Sa rwar, lMaxmakop 6oaaHUH2 yaumu y4yH Kum xcasobeap?. Ozodlik.org, October 23, 2009, available at
http://www.ozodlik.org/content/article/1859306.html. (Last accessed January 4, 2013); Cotton Campaign 2012
Report, supra n. 28, pages 11-12 .
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headquarters,” 3*

and local government officials damage the property of farmers causing
economic harm.® Third, the prosecutor levies criminal charges, fines and otherwise operates in

concert with the MAWR and local authorities.*®

3. The Uzbek Government controls the production, distribution and financing

of agricultural inputs for cotton and cotton seed production.

Through “joint stock” companies co-owned by the government and undisclosed individuals, the
government controls the production and supply of all inputs for cotton and cotton seed
production. For each input or service a farmer needs, a “joint stock” company operates a

monopoly over its supply, including the supply of cotton seeds,®” fertilizers, defoliants,

** |LRF. Field Notes: Interview with John Doe I, a farmer in Jizzak, by Matt Fischer-Daly, September 25, 2012.

See also (1) Central Asian News Service. Vice governor beats 8 people at government meeting in Uzbekistan. April
26, 2013 (reporting incident in 2013 in the Namangan where region deputy hokim (vice governor) Uktam Ergashev
beat seven farmers for the “unlawful” planting of onions), available at http://www.cottoncampaign.org/wp-
content/uploads/2013/04/CA-NEWS -Vice-governor-beats-8-people-at-government-meeting-in-Uzbekistan.pdf
(last accessed 1 June 2013); (2) Radio Free Europe / Radio Liberty Ozodlik. B flHautone cxeavyeH muauyuoHep,
obsuHAaemsili 8 ybulicmee pepmepa May 3, 2013 (reporting that Aziz Tashpulatov, an official with the Yangiyul
District Department of Internal Affairs, beat 63-year old farmer Tursunali Sadikov for arriving late to a cotton
planning meeting and the elderly farmer died of a heart attack the following morning), available at
http://www.uznews.net/news_single.php?Ing=ru&cid=38&nid=22628. (Last visited November 27, 2014). (3) Radio
Free Europe / Radio Liberty Ozodlik. XakopamnaraaH gpepmepHuH2 Kamnup oHacu KusupuK XoKUmu2a amaauHu
Kymapou. September 9, 2013 (reporting on the beating of a 29 year old farmer by the district administrator in Kizir
for failing to deliver his quota), available at http://www.ozodlik.org/content/article/25131695.html (Last visited
November 27, 2014). (4) Radio Free Europe / Radio Liberty Ozodlik. “TYpTKynnuk pepmep KamanuiwaaH Kypkuo,
y3uHu ocamn,”, October 18, 2013 (reporting on a series of verbal and physical abuses levied by local officals against
a farmer over a period of time that resulted in the farmer committing suicide), available at
http://www.ozodlik.org/content/article/25140979.html. (Last visited November 27, 2014); Fergana News. Farmer
commits suicide on cotton field. October 20, 2013 (reporting on the same incident), available at
http://enews.fergananews.com/news.php?id=2743&mode=snews. (Last visited November 27, 2014); (5) UzNews,
Little Thorn’ in Jizzakh province protests against growing cotton. August 1, 2014 (reporting an incident in 2014
where a district hokim in the Jizzak region, Jergash Gajbullaev, verbally abused Gulchekhra Turaeva after she
refused his orders to convert her farm from cattle to cotton), availbale at http://www.uznews.net/en/human-
rights/27043-little-thorn-in-jizzah-province-protests-against-growing-cotton. (Last visited November 27, 2014);

** Radio Free Europe / Radio Liberty Ozodlik. Xazopacnauk gpepmep MTIHUHZ mpakmopuHu EKub robopdu, July 12,
2014 (describing an incident in July 2014 where the district hokim punished a farmer named Bakhtiyor Ruzimetov
for not fulfilling the state-imposed quota for wheat by destroying the farmer’s sunflower crop), available at
http://www.ozodlik.org/content/article/25454714.html. (Last visited November 27, 2014).

*® Radio Free Europe / Radio Liberty Ozodlik (July 2014), supra n. 36 (reporting that after a farmer’s crop was
destroyed on the orders of the district hokim, the prosecutor’s office deployed the police to conduct surveillance
and prevent farmers from planting alternative crops); See also Cotton Campaign and UGF, 2013, pages 11-12.

" Uzdonmakhsulot. In addition to the state-controlled Uzdonmakhsulot, the US-based Central Asia Cotton Seed
Company (CASC) has produced cotton fiber and cotton seed in Uzbekistan since 1997, with some financial support
from the World Bank. With the assistance of the US government CASC established an agreement with the Uzbek
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pesticides and other agro-chemicals;*® agriculture equipment supply and services;* oil and oil-
based lubricants;*® and insurance.** In the case of some products such as defoliants, district and
regional governors order farmers when to use them. While the owners of the non-state shares are
not publicly known, Uzbek citizens understand them to be owned by government officials,
typically regional or district-level governors, many of whom gained control over input supply

companies after reforms in 2000.%

To maintain control over the diverse network of joint stock companies, the Finance Ministry
controls the flow of expenditures and income for cotton and cotton seed production through a
cashless system of credit managed by the Selkhozfond, a fund housed in the Finance Ministry.
The Selkhozfond manages nearly all financial transactions related to the cultivation, purchase

and sale of cotton and wheat.

The Selkozfond records funds in special accounts that the commercial banks maintain only for
cotton and wheat, which are then allocated to accounts for specific farms based on the farmer’s
“purchase contract.” The banks do not provide farmers with cash. Instead, banks record
payments in the accounts of input suppliers on behalf of the farmers based on the loans
established with the farmer. The farmers merely sign documents confirming that they received

the inputs.

Farmers receive three transfers total up to 60% of the expected value of the farmer’s annual

quota. The credit line is made available in three tranches, typically 25% by April 1, 25% by July

government to exempt it from the government’s quota system. The US Embassy in Uzbekistan reported the
Government failed to fulfill the agreement: "Local [government of Uzbekistan] authorities are interfering in the
management of [Central Asia Seed Company's] farms by keeping farmers under state production plans, even
though the original business plan, approved by the GOU, states the company's farms are exempt from state
orders." US Department of State, Cable from AMEMBASSY TASHKENT to RUEHC/SECSTATE. 2008 Report on
Investment Disputes and Expropriation, at para 4. (June 18, 2008) (Unclassified).

3 Uzkhimprom (also known as Khimprom and in Uzbek Uzkimyosanoat). Its subsidiary Uzsel’khozkhimiya
(Uzkishlokkimie in Uzbek) is responsible for distribution of fertilizers and agro-chemicals to farmers.

3 Uzselkhozmashleasing leases agricultural equipment to farmers, including tractors, which are maintained by the
state company Uzagromashservice and the limited liability corporation Agrotechservice

%0 Uzbekneftegaz manages oil and gas extraction, processing and distribution of fuel and other oil and gas products
a Uzagrostrakh (Uzagrosugurta in Uzbek) provides insurance.

42 Farmer, interviewed for report, anonymous for personal security. Personal Interview by Matthew Fischer-Daly,
26 September 2012.
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1, and 10% by September 1. Farmers use this credit in their accounts and their future cotton yield
as collateral to secure loans. Commercial banks provide the farmers loans at 3% interest, 1% for
the Selkhozfond and 2% for the bank, for up to 18 months, and without the option for extensions
or use of the loans for any purpose other than cotton production.”® Agrobank is the most
commonly used bank. Input suppliers require partial prepayments; for example, Uzkhimprom

requires 30% prepayment for orders of fertilizer and final payment within 60 days of delivery.**

No cash transactions occur, which explains data from 2011 indicating that 91% of all fertilizer

was sold directly to the government.*

After annual sales, the Selkhozfond transfers payments for the cotton delivered to the
Khlopkoproms TSAs, which pay the farmers. Under the loan agreements used to obtain inputs,
the farmers are obliged to pay the banks prior to using the funds for any other purpose. Farmers
receive the final 20% of payment for their crop in August of the year after delivering their quota,
i.e. in August 2015 for the 2014 quota.

4. Forced mobilization of labor for field work and the “harvest quota”

Annually, the Uzbek government engages in a campaign to mobilize adults and children on a
massive scale to prepare the fields and to harvest the cotton, a system that began when the
government abolished Soviet-era state run farms in favor of a land “leasing” system managed by
government owned and operated “joint stock” companies. A farmer or citizen ordered to fulfill a
harvest quota who refuses to participate when called upon to grow or harvest cotton faces the
threat of punishment by the government.

As a result of land reforms that transformed the cotton sector from state-owned collective farms

to the current system of so-called “private farms” and joint-stock companies, the Uzbek

* llkhamov and Muradov, Ibid, page 20.
* Per the Resolution of the Cabinet of Ministers of the Republic of Uzbekistan Ne57, February 5, 2004, “On the
Further Introduction of Market Mechanisms for the Sale of Highly Liquid Products, Commodities, and Materials.”
45 .

llkhamov and Muradov, Ibid, page 43.
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government has instituted a coercive system of labor recruitment to mobilize adults and children

to prepare the fields and hand harvest the cotton.

When the government instituted its land reform program, it sought to relieve itself of the
financial burden of paying the large state agricultural workforce working on the state owned
farms by passing the responsibility on to farmers working under government leases.*® Without
any available capital, though, farmers could not hire the labor necessary to cultivate and harvest
the required amount of cotton. So, the government responded by implementing a system of mass
mobilization of labor that includes nearly everyone in Uzbekistan at some point in their lives,
including students, public-sector workers, and citizens receiving welfare benefits to conduct field
work. Increasingly, the government is also requiring private businesses to contribute resources,

either by providing labor, money, or other forms of in-kind contributions.

Each year, when the cotton crop is ready for harvest at the end of August but before the rainy
season begins in November, the Uzbek government engages in a campaign to mobilize adults
and children on a massive scale to hand harvest cotton. In a process similar to the assignment of
“production quotas” to farmers described above, a clear chain of command ensures the
mobilization of labor for the cotton harvest. Reporting directly to the President, each year in
January or February the Prime Minister convenes the regional hokims and conveys the national
production plan and orders for cotton production quota for each region. Regional governors’ are
responsible for ensuring enough labor is available to harvest cotton. They pass the responsibility
for implementing the labor recruitment plan down to the district and local authorities in their

region.

Hokimiyats (local government administrations) and local entities under their direction, including
the mahalla committees (neighborhood groups), ensure the mobilization of the local population
to work the cotton harvest. Around harvest time, the local authorities manage the mobilization of
citizens to pick cotton from the “cotton headquarters”, managing the labor needs for the farmers
while determining which public and private institutions within his jurisdiction will contribute

either labor or money to pay for the labor. Based on the meetings, institutional administrators,

*® Kandiyoti, Ibid.
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e.g. a school or hospital administrator or tax collector assigned to mobilize contributions from
local businessmen, assign daily harvest quotas to individuals. The regional and district-level
hokims order state agencies- including schools of all levels, health care facilities, and the
military, government enterprises, and private companies to provide physical labor by sending

their employees to harvest cotton.

Average daily quotas in 2013 were between 70 kilograms per day at the beginning of the harvest
and 30 kg/day at the end of the harvest, when less cotton is in the fields. *’ In 2014, quotas at the
beginning of the harvest were 50-60 kilograms per day for college students and 60-70 kg per day
for others, and fell to 30 kg/day at the end of the harvest. The official rate for picking cotton in
2014 was $0.07 per kg. As in previous years, this amount was insufficient to cover the costs that
citizens incur for transportation, accommodations, and food to fulfill their cotton picking quotas.
Between 2013 and 2014, rates to hire day laborers to pick one’s quota increased fourfold, from
5,000 per day in 2013 to 20,000 in 2014.%

Coercion of Labor for Harvest

A farmer or farm citizen ordered to fulfill a harvest quota who refuses to participate when called
upon to grow or harvest cotton faces the threat of punishment by the state, including by the loss
of employment, suspension, expulsion or other disciplinary action at school or work; loss of state
welfare payments; fines; social ostracization; verbal abuse and public humiliation; loss of

farmland (loss of livelihood); and physical abuse.

Law enforcement agencies, including the police, prosecutor, and even the National Security

Service (NSS, also known as the “SNB”) enforce state orders for cotton production. The most

7 YHuBepcuteT YKkUTyBUYMCK: 40 KyH NaxTa TEpAUM, TYLWWINKHU yiiaaH Tawmnamm,” Radio Free Europe, Radio Liberty
“Ozodlik,” 25 October 2013, http://www.ozodlik.org/content/article/25148101.html, 20 October; Radio Free
Europe, Radio Liberty “Ozodlik,” 10 October2013, “WhatsApp Maxtakop: "fiIHa o3rvHa Tepnb bepuHraap,
HaBapamHu AscTpuaga ykmTteonai!," http://www.ozodlik.org/content/article/25104210.html; “Y36ekucran:
YUeHMKM KonnepKein nepeBeseHbl Ha Ka3apMeHHOE NOJIOXKEHWE HA X/IOMNOK OTNPABAAIOT AaKe HapyluuTenemn
nan,” Fergana News, 21 September 2013, http://www.fergananews.com/news/21226; “Uzbek Government to
mobilize state employees for the cotton harvest,” Fergana News, 23 August 2013,
http://enews.fergananews.com/news.php?id=2699&mode=snews.

* “pyblic employees in Karakalpakstan ordered to the cotton fields,” UzNews, 3 September 2014,
http://www.uznews.net/en/economy/27457-public-employees-in-karakalpakstan-ordered-to-the-cotton-fields.
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common practices of each agency include the prosecutor’s office brings charges against farmers;
the police accompany people to the cotton fields and keep watch while they pick cotton; and both
the police and SNB maintain surveillance, harass and detain people who attempt to report about

forced labor and other abuses.
Examples of the coercion used by the national, regional and local level authorities include:

e The President replaces regional hokims who do not fulfil their annual production quotas.

e Regional hokims, prosecutors, district and city-level officials are replaced for not
fulfilling orders for cotton production.*

e The Prosecutor’s Office brings charges and uses police enforcement against farmers
and uncooperative public-sector administrators.>*

e Regional hokims beat farmers who are not fulfilling the hokim’s orders.>

e Regional hokims beats administrators who fail to fulfil their cotton quotas.*

e District hokims threatens directors of schools with dismissal for failing to fulfil the
district annual production quota®* and dismiss uncooperative directors.>

e City governors issue order percentages of each school’s staff to the cotton fields under

threat of dismissal.*®

* Resident of Bukhara 2, anonymous for personal security. Personal Interview by Matthew Fischer-Daly. 26
September 2012: Following the 2011 harvest, the hokim of Bukhara region lost his job after farmers of his region
protested at the late delivery of finance from the government-owned bank during the 2011 season. And “Tpu
NpPoKypopa yBo/ieHbl B Y36eKucTaHe M3-3a xsonkKa,” Ozodlik Radio, 14 October 2014,
http://www.ozodlik.org/content/article/26637136.html.

*% Uzbek-German Forum for Human Rights and Cotton Campaign, “A Systemic Problem: State-Sponsored Forced
Labor in Uzbekistan’s Cotton Sector Continues in 2012,” July 2013, p. 12.

hup Systematic Problem,” page 18.

52 “B flHruione cxsaveH muamumoHep, o6BuHaembIN B ybuinctee pepmepa,” Radio Free Europe / Radio Liberty

“Ozodlik,” 3 May 2013, http://www.uznews.net/news _single.php?Ing=ru&cid=38&nid=22628 and
“XaKkopatnaHraH GepmepHUHT Kamnup oHacn KM3mMpuK XxokMmura atarmHun kKytapau,” Radio Free Europe / Radio
Liberty “Ozodlik,” 9 September 2013, http://www.ozodlik.org/content/article/25131695.html

>3 Sadriddin Ashour, “XoKnMm Konnex anpektopnapuHu Kantaknaau,” Ozodlik.org, 27 October 2011, available at
http://www.ozodlik.org/content/article/24373406.html, last accessed 3 January 2013.

>* Sadriddin Ashour, “UwTnxoHaa "3apbaop YH KyHAMK" 3bnoH KunnHan,” Ozodlik.org, 4 November 2011, available
at http://www.ozodlik.org/content/article/24381666.html, last accessed 3 January 2013.

> Resident of Bukhara 2, anonymous for personal security. Personal Interview by Matthew Fischer-Daly. 26
September 2012, supra footnote 45.

*® Alliance of Uzbekistan Human Rights Defenders, cited in Uzbek-German Forum for Human Rights, A Chronicle of
Forced Child Labour: Reports from the Uzbekistan Cotton Harvest 2009, Week 3, available at
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e Article 95 of the Labor Code “establishes that temporary transfer to other work without
the employee’s consent shall be allowed as may be required by the production needs and
downtime.” And “Most collective agreements signed in the republic...specify that any
employee may be temporarily transferred to other work at the employer’s discretion due
to the operational need and downtime.”>’

e In 2013, the government issued new contracts for public sector workers that include
language stating the worker’s consent to participate in agricultural work as a condition of
employment.>®

e Administrators of public institutions— including schools, colleges, lyceums, universities,
hospitals, health-care clinics, theatres, military units, and government agencies- order
their staff to pick cotton under threat of dismissal, and dock the salary of those who don’t
meet their daily quotas.>®

e Universities threaten to expel students for not picking cotton and require students to sign
letters stating they agree to such terms in order to register for classes.®

e College and lyceum directors order parents to sign forms permitting their children to pick

cotton in order to enrol them in colleges or lyceums. ®

http://uzbekgermanforum.org/wp-content/uploads/2011/11/A-CHRONICLE-OF-FORCED-CHILD-LABOUR-2009-
Week-3.pdf, last accessed 4 January 2013.

>’ The Council of Federation of Trade Unions of Uzbekistan, “Information about measures taken in Uzbekistan to
prevent use of forced and child labo (sic),” Tashkent 2013, p.4.

> “AHrMNYNNMK TMBOMET xXoAMMNapKY NaxTa araHacmura maxbypnavgu,” Radio Ozodlik, 27 May 2013,
http://www.ozodlik.org/content/article/24998716.html.

>? Cotton Campaign and Uzbek-German Forum for Human Rights, 2013, page 20; Uzbek-German Forum for Human
Rights, “Forced Labor in Uzbekistan: Report on the 2013 cotton harvest,” http://uzbekgermanforum.org/wp-
content/uploads/2014/06/Forced-Labor-in-Uzbekistan-Report-2013.pdf, page 35; Chronicle of Forced Labour of
Children and Adults in Uzbekistan, Issue 4, Uzbek-German Forum for Human Rights, 21September 2014,
http://uzbekgermanforum.org/wp-content/uploads/2014/09/A-CHRONICLE-OF-FORCED-LABOUR-IN-THE-COTTON-
SECTOR-IN-UZBEKISTAN.pdf; “Bow Ba3up 6o01anapHU NaxTasopra aKkMHAAWTUPMACAUKHKU bytopan,” Radio Ozodlik,
5 September 2014, http://www.ozodlik.org/content/article/26568630.html; and “Xopasmaa Tn66uéTunnap
OMMaBMUI paBUWAa NaxTara xanaanan,” Radio Ozodlik, 7 September 2014,
http://www.ozodlik.org/content/article/26571023.html.

% Cotton Campaign and Uzbek-German Forum for Human Rights, 2013, page 20; Uzbek-German Forum for Human
Rights, “Forced Labor in Uzbekistan: Report on the 2013 cotton harvest,” http://uzbekgermanforum.org/wp-
content/uploads/2014/06/Forced-Labor-in-Uzbekistan-Report-2013.pdf, page 36; and Chronicle of Forced Labour
of Children and Adults in Uzbekistan, Issue 5, Uzbek-German Forum for Human Rights, 6 October 2014; and “Bpau
Ba 6ynfycu Bpaunap bupuHunnap cabmaa naxrara xanaanmorkaa,” Radio Ozodlik, 4 September 2014,
http://www.ozodlik.org/content/article/26566863.html.

® Cotton Campaign and Uzbek-German Forum for Human Rights, 2013, page 20; “Uzbek authorities conceal the
true scope of forced labor, including that of children,” UzNews, 7 October 2013,
http://www.uznews.net/news_single.php?Ing=en&sub=hot&cid=30&nid=23979; “Konnex Tanabanapwu "naxrara
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e The head of a lyceum expels a student for refusing to pick cotton and notes that he was
following orders from the education department. ©

e The police and national security service (SNB) and prosecutor’s office visit school and
college directors to ensure their support for mobilizing teachers and students to pick
cotton.®®

e Mahalla committees threaten recipients of social welfare, primarily mothers and the
elderly, with cutting off payments if they do not pick cotton.®*

e Hokims, school administrators and other officials use physical and verbal abuse to punish
those who do not fulfil their quotas, children, farmers and other adults alike, and to
intimidate everyone.®

e Authorities use the state ownership in joint venture companies to oblige them to
contribute, *

e Tax officials threaten business owners with extraordinary tax inspections if they do not
contribute employees or financially to the cotton harvest. ¢’

6opamaH" geraH Tuaxat ésuwra maxkbypnaHmokaa,” Radio Free Europe, Radio Liberty “Ozodlik,” 12 September
2013, http://www.ozodlik.org/content/article/25103653.html; Chronicle of Forced Labour of Children and Adults in
Uzbekistan, Issue 2, Uzbek-German Forum for Human Rights, 18 August 2014, http://uzbekgermanforum.org/wp-
content/uploads/2014/08/Chronicle-2 2014.pdf.

%2 Uzbek human rights monitor, September 20, 2013 Karshi. and “Kaplwm1aa naxrara YukmaraH Kacan tanaba
yKkuwAaaH xaiaanan,” Radio Free Europe / Radio Liberty “Ozodlik,” 21 September 2013,
http://www.ozodlik.org/content/article/25113332.html.

% Cotton Campaign and Uzbek-German Forum for Human Rights, 2013, page 20

% Cotton Campaign and Uzbek-German Forum for Human Rights, 2013, page 20; Uzbek citizen, Email to
noforcedlabor[at]gmail.com, 17 September 2013; “3aamunHueB 3acTaBNAOT cObMpaTh X0MNOK becnaaTHo,”
UzNews, 18 September 2013, http://www.uznews.net/news single.php?Ing=ru&sub=top&cid=2&nid=23785; and
Uzbek-German Forum for Human Rights, “Forced Labor in Uzbekistan: Report on the 2013 cotton harvest,”
http://uzbekgermanforum.org/wp-content/uploads/2014/06/Forced-Labor-in-Uzbekistan-Report-2013.pdf, page
35.

% “Vice governor beats 8 people at government meeting in Uzbekistan”, CA-News, 26 April 2013, available at
http://www.cottoncampaign.org/wp-content/uploads/2013/04/CA-NEWS -Vice-governor-beats-8-people-at-
government-meeting-in-Uzbekistan.pdf, last accessed 1 June 2013; and Uzbek-German Forum for Human Rights,
“Forced Labor in Uzbekistan: Report on the 2013 cotton harvest,” http://uzbekgermanforum.org/wp-
content/uploads/2014/06/Forced-Labor-in-Uzbekistan-Report-2013.pdf, page 34 and 37.

% Uzbek human rights monitor, September 2013; Chronicle of Forced Labour of Children and Adults in Uzbekistan,
Issue 4, Uzbek-German Forum for Human Rights, 21September 2014, http://uzbekgermanforum.org/wp-
content/uploads/2014/09/A-CHRONICLE-OF-FORCED-LABOUR-IN-THE-COTTON-SECTOR-IN-UZBEKISTAN.pdf; and
Chronicle of Forced Labour of Children and Adults in Uzbekistan, Issue 4, Uzbek-German Forum for Human Rights,
21September 2014, http://uzbekgermanforum.org/wp-content/uploads/2014/09/A-CHRONICLE-OF-FORCED-
LABOUR-IN-THE-COTTON-SECTOR-IN-UZBEKISTAN.pdf.

 “Maxra mMaBcymu cabab TolKeHTAa MapaMKOPNAPHUHT HApXM KEeCKUH KyTapuaraH',” BBC, 16 September 2013,
http://www.bbc.co.uk/uzbek/uzbekistan/2013/09/130916 cotton season mardikors.shtml; Uzbek citizen, Email
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http://www.uznews.net/news_single.php?lng=ru&sub=top&cid=2&nid=23785
http://uzbekgermanforum.org/wp-content/uploads/2014/06/Forced-Labor-in-Uzbekistan-Report-2013.pdf
http://www.cottoncampaign.org/wp-content/uploads/2013/04/CA-NEWS_-Vice-governor-beats-8-people-at-government-meeting-in-Uzbekistan.pdf
http://www.cottoncampaign.org/wp-content/uploads/2013/04/CA-NEWS_-Vice-governor-beats-8-people-at-government-meeting-in-Uzbekistan.pdf
http://uzbekgermanforum.org/wp-content/uploads/2014/06/Forced-Labor-in-Uzbekistan-Report-2013.pdf
http://uzbekgermanforum.org/wp-content/uploads/2014/06/Forced-Labor-in-Uzbekistan-Report-2013.pdf
http://uzbekgermanforum.org/wp-content/uploads/2014/09/A-CHRONICLE-OF-FORCED-LABOUR-IN-THE-COTTON-SECTOR-IN-UZBEKISTAN.pdf
http://uzbekgermanforum.org/wp-content/uploads/2014/09/A-CHRONICLE-OF-FORCED-LABOUR-IN-THE-COTTON-SECTOR-IN-UZBEKISTAN.pdf
http://uzbekgermanforum.org/wp-content/uploads/2014/09/A-CHRONICLE-OF-FORCED-LABOUR-IN-THE-COTTON-SECTOR-IN-UZBEKISTAN.pdf
http://uzbekgermanforum.org/wp-content/uploads/2014/09/A-CHRONICLE-OF-FORCED-LABOUR-IN-THE-COTTON-SECTOR-IN-UZBEKISTAN.pdf
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e The government conditions investment by multinational corporations on their

contributions to the cotton harvest.

The cotton production system imposes high social and economic costs. It negatively impacts
human health and development, promotes corruption, undermines delivery of important
government services, creates legal risks for enterprises investing in Uzbekistan; all of which

significantly reduces investment in the sectors.

First, each year, the systemic use of forced labor results in several deaths due to unsafe practices,
over exertion, and extreme pressure. Human rights monitors documented 11 deaths in the 2013
cotton harvest and 17 in the 2014 harvest.®® Cotton pickers are exposed to harsh weather,
excessive work hours of up to 12 hours per day, and inadequate, often unsanitary

accommodations for those who are sent to pick cotton in areas away from home.

Second, while creating a slush fund for the central government, the forced labor system also
fosters corruption at the local levels of government. In 2013, payments for exemptions from the
cotton harvest for college students ranged from 400,000 — 500,000 soums ($188 - $235 USD) in
Tashkent’ and 300,000-800,000 soums ($142-$378) throughout the rest of the country.”* In
2014, payments for exemptions reached 1 million soum ($333 at the current exchange rate) for

university students in Tashkent,’? other students reported payments of up to $500 to avoid the

to noforcedlabor[at]lgmail.com, 19 September 2013; Chronicle of Forced Labour of Children and Adults in
Uzbekistan, Issue 4, Uzbek-German Forum for Human Rights, 21September 2014, “MaxTara YMKkmacaHr
»Ka30/1aHacaH, }Xa301aHMaC/MK YUYyH NaxTara YmKkacaH,” Radio Ozodlik, 24.09.2014,
http://www.ozodlik.org/content/article/26603440.html.

% Uzbek human rights monitor, interview of GM worker, November 2013, cited in Uzbek-German Forum for
Human Rights, “A Chronicle of Forced Labor of Children and Adults: Issue 8,” 7 November 2013,
http://uzbekgermanforum.org/wp-content/uploads/2013/11/8-Cotton-Chronicle-lIssue-8-20131.pdf; “Telia
sponsrar tvangsarbete for barn,” SvD Naeringsliv, 12 September 2014, http://www.svd.se/naringsliv/telia-
sponsrar-tvangsarbete-for-barn 3909874.svd; and “"GM-Y36eKucTOH"Ta nMyApaTym KOPXOHAHUHT 19 Awap uymcu
naxtaga sadot atam,” Radio Ozodlik, 8 October 2014, http://www.ozodlik.org/content/article/26627321.html.
% See Cotton Campaign “Review of the 2013 Cotton Harvest in Uzbekistan: State Forced-Labour System
Continues,” November 2013, pages 9-11 and Uzbek-German Forum for Human Rights, “Preliminary Report on
Forced Labor During Uzbekistan’s 2014 Cotton Harvest,” November 2014, page 7.

" "police in Angren force children to pick cotton," UzNews, 25 October 2013,

http://www.uznews.net/news single.php?Ing=en&sub=hot&cid=2&nid=24188.

"t Uzbek human rights monitor, September — November 2013.

72 student of the Tashkent Highway Institute (TARI), email to Uzbek-German Forum for Human Rights, 10
September 2014.
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harvest.”® As in 2013, authorities ordered market merchants to pick cotton or pay them, this year
800,000 soums ($267).”* While authorities ordered bus companies to transport citizens to the
cotton fields without payment™ and local businesses to fund food purportedly for the cotton
pickers, ® many citizens forced to pick cotton also have to pay for their own transportation, food
and lodging during the harvest.”” Also, while in most cases the daily quotas factor in the amount
of cotton in the fields, in some instances the administrators’ authority to allocate them provides
an opportunity to collect payments. For example, in 2014 Tashkent regional authorities assigned
30-kilogram per day quotas to citizens placed in already harvested fields and demanded cash
payments equivalent to the value of each individual’s harvest quota.”® None of these payments
are accounted for publicly. Also, while the Finance Ministry provides subsidies to farmers
growing cotton on low-yield land, local government administrators can appropriate the money
for other purposes.”®

Third, the forced labor of adults is undermining delivery of essential services during the cotton
harvest. Most universities are not operating. Schools, colleges, lyceums, university and other
higher-education institutes have sent over half, by some estimates up to 80%,% of their teachers,
leaving the few remaining teachers to teach subjects they are not prepared to teach. In some

schools and colleges, administrators have demanded payments from parents of 1st- and 2nd-year

73 Chronicle of Forced Labour of Children and Adults in Uzbekistan, Issue 4, Uzbek-German Forum for Human Rights,
21September 2014, http://uzbekgermanforum.org/wp-content/uploads/2014/09/A-CHRONICLE-OF-FORCED-
LABOUR-IN-THE-COTTON-SECTOR-IN-UZBEKISTAN.pdf.

" “Naxra cadapbapanrn Kynnuk 6o3sopurava etgu,” Radio Ozodlik, 7 September 2014,
http://www.ozodlik.org/content/article/26570666.html.

’> Chronicle of Forced Labour of Children and Adults in Uzbekistan, Issue 3, Uzbek-German Forum for Human Rights,
15 September 2014, http://uzbekgermanforum.org/wp-content/uploads/2014/09/Chronicle-3-2014-1.pdf and
“Public employees in Karakalpakstan ordered to the cotton fields,” UzNews, 3 September 2014,
http://www.uznews.net/en/economy/27457-public-employees-in-karakalpakstan-ordered-to-the-cotton-fields.

78 “yiinm Ha rpagkn,” UzMetronom, 16 September 2013,

http://www.uzmetronom.com/2013/09/16/ushli na grjadki.html.

77 “Uzbek Government to mobilize state employees for the cotton harvest,” Fergana News, 23 August 2013,
http://enews.fergananews.com/news.php?id=2699&mode=snews and “XaTtupuun ArpocepBuc Konnexu
YKyBUYMnapwu naxraga oy kongu,” Radio Ozodlik, 19 September
2014,http://www.ozodlik.org/content/article/26595399.html.

78 Uzbek-German Forum for Human Rights, “Preliminary Report on Forced Labor During Uzbekistan’s 2014 Cotton
Harvest,” 7 November 2014, http://uzbekgermanforum.org/wp-content/uploads/2014/11/Forced-Labor-During-
Uzbekistans-2014-Cotton-Harvest.pdf, page 9.

”? llkhamov and Muradov, Ibid, page 17.

80 “YKyBUM MaxTara YUKapUAMaETUp; Aapc bepuLura YKuTysum yk!,” Radio Ozodlik, 11 September 2014,
http://www.ozodlik.org/content/article/26578023.html.
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college students, purportedly to hire day laborers to replace the teachers in the cotton fields and
keep the teachers in the classrooms. Teachers have been forced to record full attendance during
the cotton harvest, while the children worked in the cotton fields.®! In 2014, over 50% of staff of
many hospitals, clinics and other public-sector institutions was sent to pick cotton, leaving many
understaffed and some closed for the harvest. This is an increase from previous years, when it
was estimated that up to 40% of staff of these institutions was mobilized. The adults report 25-
day shifts in 2014, longer than the 10-day shifts of 2013.

Fourth, the forced labor system has also entangled companies in complicity in contributing to
forced labor. In at least the last three cotton harvests, authorities have threatened business owners
with extraordinary tax inspections if they do not contribute employees or financially to the cotton
harvest. General Motors Uzbekistan contractor UzDongVonCo stated that its employees are sent
to pick cotton,® and the Swedish telecommunications company Teliasonera stated contributions

to the cotton harvest are a prerequisite to doing business in Uzbekistan.

Fifth, the system reduces incentives for investment. For example, Uzkhimprom built one new
fertilizer factory in the last two decades.®* The central government reduced purchasing and
investment in maintenance of combines to harvest cotton, and the percentage of cotton harvested
mechanically dropped from 40% in 1993 to 4% by 1997,% remaining similarly low ever since.
The poor condition of land and irrigation systems also demonstrates that little capital has been
invested to maintain the infrastructure needed to continue intensive agriculture production.
Currently, 45% of all land used for cotton production is low-yield land, meaning it has a bonitet

score below 60 and yields less than 2,400 kilograms of cotton per hectare.?® In 2013 MAWR

& sadriddin Ashour, “YKUTYBUM SKMHOATTa KYN ypMaraHu yuyH xasora Toptunamn,” Ozodlik.org, 16 November 2011,
available at http://www.ozodlik.org/content/article/24392598.html, last accessed 3 January 2013.

8 «'GM-Y36ekucton"ra nyAapaTym KOPXoHaHWHT 19 sawap nwymcK naxtaga sadot atam,” Radio Ozodlik, 8 October
2014, http://www.ozodlik.org/content/article/26627321.html.

8 “Telia sponsrar tvangsarbete for barn,” SvD Naeringsliv, 12 September 2014, http://www.svd.se/naringsliv/telia-
sponsrar-tvangsarbete-for-barn 3909874.svd

# llkhamov and Muradov, Ibid, page 43.

& Kandiyoti, Ibid, Page 7

% |lkhamov and Muradov, Ibid, page 16
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reported that 81% of irrigation pumping stations were outdated and upgrades would reduce

electricity usage 10-15%.%’

As a result, the government spends approximately 200 billion soum® annually on maintenance
of agricultural land, irrigation canals, and transporting water to the farms and an additional 250
billion soum® annually on electricity to power irrigation pumps. A total of 15% of Uzbekistan’s
annual electricity output, or 7.5 billion kilowatts per hour, powers pumps to move water from the
Amudarya and Syrdarya rivers to the higher-elevation agricultural lands, meaning each ton of

raw cotton uses a minimum of 7,000 kw/hours of electricity, before first processing.*

B. State System of Processing and Selling Cotton

5. Procurement, ginning and transportation

All cotton produced in Uzbekistanis sold and delivered to Khlopkoprom, the government owned
and controlled “joint stock” company that has a monopoly for the buying, ginning (i.e. separate
cotton fibre and cotton seeds), and selling of both the cotton fibre and the cotton seeds. The
government officially owns a controlling stake of 51% of the company’s shares. The

shareholders of the remaining 49% are completely unknown to the public.

Under their lease contracts, farmers are obligated to sell their cotton to one of the 127 state-
controlled gins of the association Khlopkoprom or to the 18 gins of the MAWR. In practice,
MAWR has apparently delegated management to Khlopkoprom and its territorial divisions,
known as territorial stock associations (TSAS). The Uzbek government legally prohibits farmers

from storing raw cotton, which requires farmers to deliver cotton to the gin every day during the

8 “Resolution of July 5, 2013 ‘On Measures for the Phased Upgrade of the Water Pumping Equipment of the
Organizations of the Ministry of Agriculture and Water Resources of the Republic of Uzbekistan during the period
from 2014-2018,”” Legislation of the Republic of Uzbekistan, 2013, Ne 23, art. 305,
http://lex.uz/Pages/GetAct.aspx?lact id=2181964.

¥ The equivalent of $67 million at the average black-market exchange rate and $84 million at the official exchange
rate as of October 22, 2014.

¥ The equivalent of $83 million at the average black-market exchange rate and $105 million at the official
exchange rate as of October 22, 2014.

% |lkhamov and Muradov, /bid, p. 38.
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harvest season. At the gin, the cotton is graded and the price paid to the farmer is determined.
The Selkhozfond sets the state procurement price for raw cotton 10 days prior to the start of the
harvest, typically the end of August, meaning farmers sign contracts that state the production
quota but not the procurement price.”™ Under Presidential Decree No. PP-456 of 2006, the
Prosecutor’s office oversees the contracts.” The Selkhozfond sets the state procurement price

each year by adjusting the previous year’s price according to inflation.®

The Finance Ministry sets the state procurement price for cotton at a level below the costs of
production, thereby relegating the majority of farmers to a position of debt bondage. The
Ministry of Agriculture sets technical standards for cotton production that farmers are expected
to meet. The procurement price established by the Selkhozfond does not cover the costs to
comply with the state’s production standards.** The procurement price also assumes a profit
margin that is less than that amount each farmer needs to pay taxes. For example, the profit
margin assumed in 2011 was 3.5% and in 2012, 6.8%, while in both years taxes included an
average land tax of 6% of the land’s value, 1.6% of gross profits to the Pension Fund, 1.4% of
gross profits to the Road Fund, and 0.5% of gross profits to the Fund for Reconstruction, Capital
Repair, and Equipment for Educational and Medical Institutions.*®> Tax authorities fine farmers
for failing to pay their taxes on time. Nor does it account for the fees farmers must pay to the gin
for processing, such as drying and cleaning of the cotton, that farmers are obligated to pay under

their “Purchase Contracts.”®

' See Annex 4 Purchase Contract, 94.1 (stating that when calculating the value of collateral available under the

purchase agreement, “the purchase price of [the previous year] is to be used” . . . “until the purchase prices of raw
cotton [for the current year]. . . “are approved”, and “the contract is to be amended in accordance with the set
prices.”)

92 The form and content of a model contracting agreement were established by Cabinet of Ministers Decree No.
383 of September 4, 2003, “On measures to improve contractual relations and responsibility for fulfilling the
obligations of the parties in agricultural production,” and the Regulation “On the procedure of credit for the costs
of agricultural enterprises producing cotton and grain for state needs,” registered by the Ministry of Justice of the
Republic of Uzbekistan No. 1675 of April 14, 2007.

% |lkhamov and Muradov, Ibid page 21.
** llkhamov and Muradov, Ibid, page 22.
%> |lkhamov and Muradov, Ibid, page 23.
% See Annex 4, Purchase Contract, 2.2 — 2.3.
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While the law provides some space for farmers that meet the production quota to sell any surplus
cotton according to negotiated prices with the gin, most farmers receive only the lowest prices
for their “surplus” cotton because the gin inspectors assign it a low value on the premise that it is
cotton picked late in the harvest and therefore lower quality. The few farmers who earn decent
income from cotton production are those with the best connections with local and regional-level

governors and staff of the joint-stock companies providing inputs and managing the gins.

The gins are state-controlled, 127 managed by Khopkoprom and 18 by the MAWR. While there
is the official price set by annually, gins infamously pay farmers at lower rates than the official
scale and pay increasingly lower prices as the harvest proceeds, assuming that the earlier cotton
picked is the driest and highest quality.”” Here, as with setting quotas, farmers only ability to
influence their situation is to bribe the officials involved, in this case to obtain a higher grade
(and thereby price) for their cotton. The gin inspectors and officials of the local hokimiyats
regularly demand bribes from farmers, purportedly for local charitable purposes, e.g. sports

events. %

Payments to farmers for the raw cotton they delivered that is sold to domestic purchasers occurs
within 120 days, and payments for exported cotton averages 3-4 months. Inflation and exchange
rate policy are additional factors that extract resources from farmers in favor of the central
government. Inflation rates are significant, variably estimated for 2012 by the government at 7%,
by the International Monetary Fund at 12.9%, and by government officials speaking
anonymously at 20%, and by some independent observers at 30%.% The government reevaluates
the exchange rate of Uzbek soum to U.S. dollars monthly, and it continually depreciates, by at
least 9% in 2013. Farmers receive the final 20% of payment for their crop in August of the year
after delivering their quota, e.g. in August 2015 for the 2014 quota. Furthermore, farmers and
other Uzbek citizens only have regular access to foreign currency on the “black market,” on

which rates of soum to the dollar are 40% higher.

%7 llkhamov and Muradov, Ibid, page 29.
% |lkhamov and Muradov, Ibid, page 22.
99 Uzmetronom.com, October 10, 2013,
http://www.uzmetronom.com/2013/10/10/uzbekistan_dvuznachnye_cifry_infljacii.html
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The farmers lack all bargaining power. The precarious land tenancy, system of monopolies
supplying inputs, procurement price set below production costs, exchange rate management, and
timing of payments combine to drive farmers into chronic debt. Some leave- over 25% of
Uzbeks are labor migrants in Russia and Kazakhstan,'® and others resort to suicide- including
Safarboy Karimov in 2013'° and Habibullo Egamberdiev in 2014.2%? As of January 2, 2013,
farms owed 777 billion soum in taxes. To compensate for losses incurred by growing cotton and
to ensure working capital for future harvests, farmers offset a portion of their losses by
increasing the price of other crops they bring to market, which contributes to the growth of
inflation in the country and lowers household living standards, as food is a major portion of

household expenditures.*®

6. Sales of Ginned Cotton

Once ginned, Khopkoprom and MAWR sell the cotton to one of three state-owned foreign trade
companies (FTCs)- Uzprommashimpex, Uzmarkazimpex, and Uzinterimpex. The three FTCs
maintain an oligopoly on the sale of cotton for export and domestic processing. The Ministry of
Foreign Economic Relations and Trade oversees the FTCs, which also report to the Cabinet of
Ministers. The FTCs report to and benefit senior ministers. Uzprommashimpex and
Usinterimpex report to the Prime Minister Shavkat Mirziyoyev, and Uzmarkazimpex reports to
the Minister of Foreign Economic Relations and Investments Elyor Ganiev, whose father was a
senior official in the KGB. Uzmarkazimpex helps companies owned by Mirziyoyev’s relatives to
monopolize exports of fruit and poultry, primarily to Russia. The companies involved include
Djizzakskaya Agro LLC (fruit), Ogdaryo Mevalari LLC (fruit), Oqdaryo Mevalari LLC (milk)
and Eco Chicken Ltd (chicken).

1% nternational Organisation for Migration, “IOM Central Asia Operational Strategy, 2011-2015,”
http://www.iom.kz/pubs/IOM%20Strategy en%20web.pdf, page 16.

101 «Earmer commits suicide on cotton field,” Fergana News, 20 October 2013,
http://enews.fergananews.com/news.php?id=2743&mode=snews; “TYPTKYANUK pepmep KamanuwaaH Kypkub,
y3uHu ocamn,” Radio Free Europe / Radio Liberty “Ozodlik,” 18 October 2013,
http://www.ozodlik.org/content/article/25140979.html

192 yzbek-German Forum for Human Rights, Chronicle of Forced Labor in the Cotton Sector in Uzbekistan, Issue 6,
http://uzbekgermanforum.org/wp-content/uploads/2014/10/Cotton-Chronicle-Issue-6.2014.pdf.

193 | |)khamov and Muradov, Ibid, page 23.
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The FTCs manage a system of cotton storage terminals across the country with total storage
capacity of 380,000 tons of cotton fiber.’** The members of the Association of Cotton Merchants
of Europe- which includes Cargill Cotton UK, Devcot, Ecom Agroindustrial, ICT I Cotton Ltd.,
Olam, Otto Stadtlander, and Paul Reinhart- maintain that Uzbekistan’s infrastructure is
unparalleled in the region. The ACME members report that they continue to purchase Uzbek
cotton- approximately 10,000 bales annually, or a combined 1% of Uzbekistan’s production® -
in order to maintain offices in Uzbekistan and use the transportation systems, despite the final
determination of the determination by the Organisation for Economic Cooperation and
Development National Contact Point of France that such trade violates the OECD guidelines for

multinational enterprises.'%

Approximately 78% of ginned cotton is exported from Uzbekistan, according to the International
Cotton Advisory Committee (ICAC).'%" Reportedly, the majority of the 2014 cotton crop was
sold to buyers based in Bangladesh (39%), China (25%) and South Korea (7%).*®

Domestic sales are also conducted by the FTCs, which are contracted by Khlopkoprom to sell the
cotton to domestic buyers on the Uzbekistan Commaodity Exchange (UzEx). Sales to domestic
buyers are subject to value added tax (VAT). Companies like Daewoo International and
Indorama, who agree to buy into the Government’s state order system for cotton production
receive significant benefits, including a 15% discount from the export price of cotton, a full 20%

value-added tax (VAT) reimbursement, and, when they receive a delivery of cotton, they pay

1oa Uzreport.com, 17.10.2013, http://news.uzreport.uz/news 4 r 112562.html

Uzbekistan produced 4.45 million bales of cotton in 2013/14. See United States Department of Agriculture,
GAIN, “Republic of Uzbekistan Cotton and Products Annual 2014,” April 2, 2014,
http://www.thecropsite.com/reports/?id=3643&country=UZ

1% OECD NCP of France, “Communiqué du Point de contact national frangais chargé du suivi des principes
directeurs de I'OCDE a I'intention des entreprises multinationals,” 21 September 2012,
http://www.tresor.economie.gouv.fr/File/375194.

197 |nternational Cotton Advisory Committee, World Cotton Database, “2013-14 cotton statistics by country,”
https://icac.generation10.net/

108 «yyzbekistan will make transit through George 250 thousand tons of cotton,” CA-News, 21 October 2014,
http://www.cottoncampaign.org/wp-content/uploads/2014/10/CA-NEWS -Uzbekistan-will-make-transit-through-
Georgia-250-thousand-tons-of-cotton.pdf

105
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only 15% of the cost and pay the remainder in 120 days at zero interest.'®

However, those
benefits come with a cost. Once in the system, the companies themselves become vehicles for

distributing cotton products from cotton produced by forced labor.

The income from cotton sales is deposited into the Selkhozfond, housed in the Finance Ministry.
Khlokoprom and the FTCs also pay value added tax on export sales, and both the payments for
the cotton and VAT go to the Selkhozfond. In 2012, the Selkhozfond took in an estimated profit
return of $264 million at the official exchange rate or $641 million at the unofficial rate.**® The
Selkhozfond does not report its income and expenditures in any public manner, not even to the
national legislature, the Oliy Majilis. By not including cotton income in the state budget, the
Government limits funding available for improvements of the agriculture sector, including

irrigation and equipment, as well as for social purposes, including education.

109 Ministry of Foreign Economic Relations, Trade and Investment, Uzinfovest Agency,

http://www.uzinfoinvest.uz/eng/investment opportunities/by industry/light industry/), (last visited September
15, 2011.)
19 | 1khamov and Muradov, Ibid, page 40.
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Annex 1: Chain of Command to Order Farmers of Uzbekistan to Produce Cotton

—-.-.--.--.--.--.--.--.--.--.--.--.--.--.--.--.--.--.--.--.--.---- Human Rights Monitors

o

pee—

Credit

Domestic & Enforcement

International

Cotton _— Cotton
Buvers
—> | Cash
Interference

November 2014 International Labor Rights Forum Page 33 of 45




Annex 2: Chain of Command to Order Citizens of Uzbekistan to Harvest Cotton
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Annex 3: Copy of a Purchasing Contract

/ (f 4 JP 74 Admen sezupruzudan 2005 foa 23
e wontp N[ 22496 - con xanm Ousan

L £
')z') | 9‘ Le} THACCRIRH 2T

MAXTA XOM AIIECH BA ¥YPYTJIUK MAXTA XAPH KWIHLI BY HHYA
KOHTPAKTAILMS HIAPTHOMACH

“ (] by 200 Aan ko A
AXM o« 2 hepMED XyaEIHTR

(Bviizan  Oyen  «Xymaonks  jel OpHTHAATR)  HeMuian HigoM  2coCuia  UoduaT  Rypoaivedn  paxtapd
e e = GHP TOMORIAN B

L (Bviass Gyén «Tai€paopane nel wpuTitiadi) somudar Hisosm acocyas Gaonuar sypearyain
paxGipy GERa KK TOMO I YTy [ApTHOMAHH Y REInap SaKii rysiitap,

L IHAPTHOMA MABMYHH
11, aXvamammey maskyp oaprovannir 1.2 sa 1 4-Ganniapuie EYPCOTUITEH MUKIOPIACE (aXTa Xov-aiEcH Ba
VPYEAUE naxtamit «TailEpaonuuy 1@ ket pnnan S coTHUL YHYH Sepri, «laliépiosynn aca Yy MaxcyioTHi
KNI MY LIATHREIA MYTITAH Hapy Oy DI NakigiH TAa0 XAPAUL KL My PHATIHIL Y TUMMacHTa onazh .

120 eXyacammen 2006 fnamsr Gusnec-pesacira acocan gl rexTap  mMadaoHnan _ HABnH,
e r?d;_c;‘__ TOHHA MANTE XOM=2IDECHAN |, LIV RYMASSAH | YPVIOUE y9yH TOHHA BEAXTAHN CTRasiE
Bepaa. -!{'IH:ILI CHPILITEN THANTA XOM-DUIECH TONBCIHITT O8I HUUmG daeipairaniman 50 Gous Tustin sxTuisn yay

S'..Ip]l.,l KILIHHAAH .\;}'}H'.UIHK ,1.‘('|'|1E|\Fi,’l;| HORAJWCAE Naxr) XosM-USCHHENHD TOJCHHIt COTHID AMATIEry i\'ﬂ](}'“‘ll!_llll(.'lﬂ
DT HALIREGH TR THOMR AMANTD I HPHIRL |

130 Xy TOMOBIGIE STRUITHPRAFEN TEXTA NoM-iubed B Spy iRk maxTa iy o Tailipaoasas TosManniam
VILGY UWHIPTAOMAHIHT BaHINIa KYPCatieTian TapTHd/E XHeoh KIToGIAP aMAIIT OUINpIIRITT |

LA, aXyimnamen vpyrmig naxtanie Ky iimrn Mo sa sy aaa i et Sepan:

YpyruK masta
'fUIIII[HrIHE'HIIHHI' EVHE M
LR e H.ET}F .

Craekumn Han VPV ETHE NIRTE XoM
Feripoay ki iy - .
HOREI I} ALt MHEIDRRA, {TorR)

Of-xane WEPONTIAPIAN KeTHG MHKKEN KON, VPYRIHE NaxXTaHi eriasul Gopuunts nammp Dyl Maopii
VATHPTHPILLIAN KEPATIIINL MM, YPyrii nasta xoM-andeuin chdiarn ¥a POCT -642-95 ranabiapira wannt. bepuiin
HEART,

i 2, TAPAGIAPHUHTD XYKYRIIAPH BA MAJKBYPHATIIAPH

21 e Xymanmiien I Xy Kaapy

a) Vauly apTHOMBHINET 2 A -DARINIE KYPCATIITAH YPYTARK Duran TabsuHnainng « Taigpaonim i tatal g

0] Masyp waprHosa GREapiLTHITg Yy Tapyp OV BV AR tat CTaHIapTIEp ua BOlE MEDEPHA KV IEITIAR
BUAAH TABMIHEIEIHY 2108 KW | 3

5)  MAXCYIOTHN TONUMPHL CHgaTINg AHIKEL oaacnnni ¢l TK-1Tn inakimei, naxta NoM-amiesiii RANTE Wi
HATHAACHAA OIIBHEEH MAXEYANTIAP TYTPueRaari «2 80T Wanmmeai TV TPHILLLE KATHAMHIT |

1) Maxey o T Sy R TPEHCHORT NFRATIAI L KOTHAInN « Tafépaosam man Tl K

1) «TaiEpiossin TOMOMIERH VPYIIHE MUIEPHRTIAPH Y3 BAKTHAD STRAIMG DEPMIMATAHI, Uy HIHIIRE | Tepiv
MYA13pI B3 AKYHAUA xicoG-KuToGHap ¥1 RAKTHAS EMANTR OUIHPHIMAILHAR STRETHIIRN JAPApapi ROMTAMIHE YIIaH Tath
KICUALLTE XK anp |

2.2 X ey g MaksypuATIapy

A Malkyp LIApTOOMAHINT | 4 Banuing BeriaHian skopaaen ypyrassai « Tadpaosm gan Wiy 1 KHnEG o

B)  IWAPTHOMALA KYPCATHATAN MAXCYIOTHE ' Tafépaopumy BB KETMIHITAH MARIara TOIOMPIT - Kbyt K
saasaTHTa acocan 2006 fin « | » nexaBprava eTkannd Gepai |

B) TOMUHPHAAETIAN MaXcyTOTHHET CHYIATH B HABH CTAHAAPTAD, TEXHUE LWAPTIAP Bl MASKYD IEADTHOMALS
Besrananrun MasOy P MapTIapra Mo Ke i TsMnamg

)« Tafi@paossim T 0T0aH VPYRIneEE Makcaan dodizanani

a) arap eXyasaanie waprHoManisr |2 Gaanna cypeatiran mashypirariapn yapn cabafisapra kypa Gakapa
onvaca, 20066 |-iekatprava « Tantpnosass ra cababiapin TACTIENOBTH XYAKITIAPIE TARIMM ITHILL,

e) waprHeManitil MamGypraTIap Gaicapiisalas XolaTIapii wTafidpaonsis 1o Ty aHTan Matnariap Byitiua
KRPIAOPIHKHEL KL

AC) BT BA GOUIKS KACATIHKIAPUE SAIMHMATATL, BXII PHBOAGTARTEH Tysanapaad ypy i TEENTE SAOM RIIECHHH DARNET
CTaiIapTaEp TANAGnapK acocuia reprl OIHIL, KOMIAIE B3 TOTUHPNI |
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) «TaiEpaossin 1A TOMMMPHATAH MAXTE XOM-BILECHHI TOTATRI S KYPHTALL Y Y H aMITAaTI TAPHIIAD ACOCHL KaK
YA

2.3, «Tapdpaosuny WaHE XykyRIapi:

a) TOMUMPAAIAH MAXCYNOTHIHT CHPATH B NABI CTRHAAPTIAD, TEXHUK IGAPTIEP B3 MATRYP HHHTHOMAL
eATHIAHTAH MAAOYPItH AT TAPIA MOC RENHIIH N « Xy iy el Tanal KRHITHINITa:

6) «XyRRIM daH YUY HAPTHOMANN RYPCATIIIUN MAXEYIOTHH KEULNHITAN HUARUIIE c0Can 3 BakTiia iy
KU, ACOHE T TOMLHPHITHE TARah KHHTa;

8) eTkaanG GEpUATAN CHIHATH NARNAT CTAHAAPIAPK TATA0APHTA MYBO UK RETMLHINIAH YPYOIHI HAKTE TETHILETH cnipar
B CTANAAPT TANABNARAIE KABOE Gepaniran XonaTra KeATHpuLl yiyi « Xymri ey ra R Tap ra Exn TEXHIE naxTa
sucotura kalyn KA, ]

1) «XVIRATHION AAH TOMHHPIC I NAXTA XOM-IECIHIN TOVAIMIN B KYPHTHIE Yy H ML TALANIAR AcOCUIR Nak
THIRITHN TANAG KIGTHIIL,

() €XymaanKEy faH YWy WAPTHOMATE MyBO(HK and Oyean (dsanc) KHCOBHIEAN TR Y PYTIHICHIHE XaKHHYE
TOMMMPICAH TEXTA XOM-SLIECH Xaiit Xucobpaas yaud Goprisn Taa0 KMAHIITE XARTHAND,

2.4 aTaii@paoBany HIHT MOEDYRIATIIPI;

a) X yIREININ 18 IRNITYUYH YIUGY WEPTHOMATE KyPeaTeUicaii JKHI TYDH yRyRTarmian Han

annon TORHAHM, - A0 _ TOHHAHE, GUAIEHI
K Tomai 2006 st 15 anpet kyruroda Sk my MyIATIANE o XYSIHEs ToMoHnIaH Bepaaran
GVIOPTMAHOMANA KYPCATHITAH MYTIATIH Hd MEKIOPIE eTRATHE DepiiL;
) «XyAmaTUEs TOMOHUNAH CTRAIN KELHATAR THXTE XOM ALIECHITH A ypyrme taxrani kafya xnonn, Corhatiin
AHHKTALT R YINBY APTHOMAE BEAILIANTTH MY/LIAT Ba TAPTHOLA MAXCRAQT YAy H TeRHIHITE XARHH TY3au,
B A XYBATHENHN  YIGY IAPTHOMAHN Gauaphin yuyH 3apyp fyaras aManiart Terning anar CTaH AT Ba fouika

MeLpHil XyacRaTap DIUTAH TabM AL f o
1) «X YT TOMONHTAN eTReHE Gepiiral MAXCYIOTIT TY.10H EKIE TOBAP TRANENOPT XYUCATHET MAXEYAOTHI Kl
KpaH AR A kel | kyn MyLsaraa paoviiiaurpid Gepuur
1) MaxevioT TaREDTON MACKAHHTA «XVHAANIo: LIHT TPAHCHOPT HOCHIACHIE THIHITAHNE CXYHAINEN TR TPAHCIOPT
NAKMHN Nameni sazn BYinga TNk Macoha yayH Ty Aan
) HAXTE Tepitvit DOULIAHTYHIE Kiap « XYWEIUES 111 5PYD MUEIOPIATH DIONTE, DTAK B HHCHM-TERHM MEBCYMH YIYH
PRI METEPHATAR Grii TALMITHIBI,
) Dy Py UK XARATURAAPHHN Y PYETHIE TEXTH XOM-LINECHHE KOIaT s TRifEpIonY A TR DEpHUE yayn Gup
%01 60 K XHCOBUIE KAHOP-ROT BHIAH TARMITHNHL
3IIAPTHOMAHWHT BAMCAPHITHITIN
3.1 MamGypionaap MESKYD IADTHOMA WAPLEPH BA KOHYIL NYiEaLIapit ratabaapnrs  Mysodux 3apyp Tapina
Damap I Kepa .
Arap Tapadyiap v SHMMENApHT onea Dapai Manby priTiap BUKAPHTHUIHHE TALMUHIEEA WEpTHOMA BamapiniaH nel
NHCODAHALN,
3.2 Vuby WapTHOME A KYPCATHIEAH MHEIOPALI MaXcyoTHi aGvil e GYRIUA RKY AR XapamuTiap Ty WIran catd
CXyRAINKS TOMORERAN WapTHON Gyiina MGy praTiap Gamapiiian caid % peoBTANRIN,
Sryumi xncof-KyTobnaphitr Tyaon NyAGRATHAACH OOHK MyACCACAcH IITHMOHAL KYPEatiirail Caha MaxcyAotrd kak -
Tyaa Gyima « TaiEpaoBams TOMOHIL MOy pasTiap Damapnnran cada xucobisiang . =

3.3 Maxcynor «Taiépaonams HuH _n ra ManInLsare TaltEpos MackaALarn )
aTaitépaosaiy misr En « Xyl it TpRHEnopTId [EepanmC e TATUre wiskf Ky AnacHK) eTeasnh Oepuiaii.

3.4 Vpyrank Ba HKHIL MATEDHALTARIL YN0Y WAPTHAMAHIHE 2.4 Gariias Kypeaswiral MyUIET B3 MUKGOpIapaa Gk
IAPTHOMA acoCkild DEpHITaH HyIOPTMAHOMALE KyYPCATHIIEH MYIATAAD A MAKIOPIAPAT, MAZKYP LEPTHOMANE Ky peatanr
AARp MoGRRHIT AMIIT OIUHPWIRILE,

ByiopTvatoMa YpyLIKHIHE e TypryMiapim 1EasAG DEPULLHIHT MY/LRANASHAETIAH CAMACHIAH KaMIAA 5 KyH
QI MOTAP OPKATH, NOUTA OPKIUIM ERK Gomxaua Tapaiia Gepraamt . ByopTManoMaRn qonap opkaid KAGY KATIILLE
«TaliBpaosuins HHHT XoAHaE S XYAUHIRKY 10 ROLALHTAH YOI cananit KYPEATIAN. NOMAR Y KaGyn KWIHNTILTHIN
TyrpucHie Henrn Ky .

aXymanniy wnraph Geprirad SYOPTMAHOMART Bekop Kumminra XV YPYIAHKHHHT TECHUUT TYPRYMAapHIIL eTkaInG
GepRn CAHACHIEN YArAPTHPHINEE XKD | By ¥akia « Talépnostib im ByIOpTMAHOMAT K PEATHIIIAH CaHa BOLNAHiay
KM GHp Ky 0/ H xa0apaop Kitiaan .

4. MAXCYITOT BAXOCH BA XMCOB-KUTOBJIAP TAPTHBEH

4.1, Bearsaanrai tapruBaa 2006 i naxTa XOM-AUIECHR KAPHA HAPXAPH TCINERAHTYHTA Kaaap 2005 fiun naxta
KOM-AWECHIIHT HAPAIAPH TYNOR XHCOTHIIA KYIIAHIIAN, Jlanuar xapna Hapxnapn YAraprad xeaadpazg, Yiufy muprHomang
N NIaH AN HAPXJIAPIA TECHIN YATAPTHEHINAAD KHITHIEL B2« Taitépaosans Aird Haps Gyiinaa KHCOD-KHTON kIR,

4.2, Tt som-amecrinur xapun Gaxocn | (Gup) ronnacy vayi ypraua 2250 munr cysuan xRcohiaHaL .

VpYRIEK IAXTA YUYH YPVTIIKHHAT VAYRIEHANTH GHPHHTH Kiacera MyROGIHE GyIEAHIR XaPHL Hapxura Ky Arnar
MUKAOPAR YCTAMI XK Ty IaHa a0

Dawra wihrkt yuyH - 100 %

l=perponykuisn Gt yuyn (P-1)- 75 %

2- peRpOLYKUAL HarHT yaye (P-2)- 509

3= penpoaykiann surHT yayn (P-3)- 25 %
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VPRVEITIR MUCHITAD YHysHaHanee Oyilnda MREHIPIN RAACCE saneyG Dy/ca, yerama NAKH TeItI PREMIILE EKKN
DOpABAPHTA RAMAATH,

LLIAPTHOMAHIHT YMYyMIIE CyMMacit o CYMUH TRITKIA STRE

43, «Xymunmon 11 eTKAYAG GEpran MAKEynoTH KniiMaTHHIT B0 e Xncobjan Tepny yuyi GOpILITaH nynnap su
BOIIKA XAPUKATAAP HELUPIITAKIIAK KonTan Kkiteyi 2006 31-nexapura xanap 1yaal Gepuaaan,

Fricasnt Oepraran Maxcytorinsr 20% me redivari Gyiies aicy i Kucob-gurobnap KaliTa HILIAW HATHRENAPHTE
KA TYSITT SKYHIL J270/1aTHOMAT] sysoduak 2007 fniin wlw 09, KyHArAYE AMAIEE OIHPHIALH, Erkaanty
Gepitiran YpyaHK TaXTa Wyt XasHil « Fangpionams ypy Lty rosasalmG, CRpAIAHTaEAAH Keilu, feicun 2007 ik« 1n 090an
KUK PV I TYEHE Ty Aal epan

44, Brxasud Gepuiran MEXCYROTIGR YHYH ey YTHAIHI iy Buaan
HAR (Y20 XHCOD-KHTE0 KHAHKRLH,

4.5, MaxeyAOTHRI TPAHETIOPTAL Taum aa Tyumpain Gyiiea bapia xapanatiap wlaiiépropuny xucofizan amanra
ommpitagn . Maxeyaor «Xyma g Qi Tpanciopt Gunan eriazial Gepuiran Takuapia «Taligpaosuns Tpancroprig
TN NAPAKATAAPHITH YHTE XEKHRIE BA3H DY HIMA Ty10K sacoara konnaitan,

4.6, «Xymamuos K YUVH VpYTon DyHak XHCOBN camn Exit coTHD oAy (kepanniet Koadupuratu). Yuly
arapTHOMa Gy iidd QIHELIRIRH YT Saxock 2 CYMTH TAURKILT 3TA0HM -

S TAPAGIAPHAHI HABOBIAPJIHATA BA HU3OJIAPHI XAJ KIITHIT TAPTHEH
&1 MaNCyTOTHH MATKY[ IWAPTHOMAR SEntUARHIAN AECOPTHMCHT/A B3 TYpUAp DyFHNA, MydtaTiapna Kaoyn
WATHHALIN PAT STIMHEEEE Xap Gap xomari yays «Tafiépaonim «Xymaankn rd DEnrIaHran YOTAMANAD TYIEHAIN
NHCODTE O HHMATIH 0T AN LIKEIEHEAR YT Hapxan KETHD MHIHE KADYIL KHIMHMATAH MAXCYI0T KiilvaTitHinmr 25
S MITKIOPIAR SapHva Tyailan, Byiia TAAIKapH, Maxcy ot ialiyt KHHL p'an STNCTAETAT HTHAACHAN X YA
o TOMOMIIAH KY TR | P GRIAH KOTUIIMATIH JAPIpAapin [LEEVHE

5.2, [apmaomain Geriniran MUKIORIE Bl ACCOPTHMEHTIA, TYPILp Gyitiia My LT IAPAL MAXCYIOT TONIMPHILIAH
acocews Gom ToprrasTr yayi «XyAraee « TalEpRORMID, (4 TOMMMPUIMATEH Maxcya0T Kuilwaritin 25 % Muktopiua
scapyma Tyaai, JKapuva Xapui HRPXIEa Ger LRI YOTaMaiap TyaaRuh Xucofra ouHMArEH X0 VITAN faspia (o,
T Mopal, HIG) MAXCYTOTHINIT AMATIE MIKUEHIAH YPTRYL HAPXIIaH weul wiknd xncobnapam, liynigan Taapy,
MEXCYIOT TYIHK TKATHE DepMaraiIig ATMIGCHAA 105418 KCIIFaH Ba sapuna BHARH KOIAAHMETIH JAPUpIEN XaM Komnafim.

53, Muakyp wapruomara Mysodi Tenmiprarn (iead SYHETHATAN) MAXTE NOM ailoi, YPYUIME (TaXTE XAk
Ty A deocena Dy HIt TOBTArEHI I YayH «Tamepaopui «Xymamne 1a yi0 tyaunan GyHun tonma Cymmaimie 15
iy MIKIOPHI KApUMiL Tyrafiin . Alaprnaian Taiukapy «TafiEpaonmm «Xymaamon i My/LIATH yTRasd 00opuiran xip
GUP KYH YOyI MYILAATIH YTRaHD I000panras Tynos CymMMaciin 0.4% mukopita, Gnpok MyaaaTi yowant ebopiran Ty1ok
cyMMacHHHT S0% tau oprek GyaMaran MIKAOpIAH nena Tyaaian

54, Tosap-Tpanenopt XViosarnnm PACMIAAARITHPILL PAS ITUATAHINH K1 HOTYIPA PACMUTIRAIITHPAI TR YY)
aAGaop Tomon GOLIKL TOMOHIE Xap GAp TOBAR-TRANCHOPT XKYAGKATH YUYIT aHE Kk oirtits 1y xaKaimr Gup Gapofapn
MIEAGPHITA AAPUME TY AR,

5.5, aXysanwomn Maskyp WEpTHOMAM DCArILIHEAR MURIOPIL B3 MYOIATIApA CTANAAPT Ba TEXHITK Wapraap
ranalnapira kanob Gepaturan ypyrink sa ypab-acoiiail MatepHanmp fuaar rapmmimanarasrn yiys «Taiépaosann
XyMaauK» T MExeyror ergesnd Gepu nafiTuaa v Syiran YPYCIHE, WANLL ypag-moiian MaTepHaiiapi
RHAMATHEET i BapoBapit MIKIOPIAA IapAsE TYNAAM . Byraan Taikapy, «Xypeaiminin Hit VINOY SATEpRLETD i
FOLMMEIMA LTI BATHIGAC M KYPFaH aprMa GHIaR BOrAMHMATAN Sapapiapiii xam ORIt

5.6, «TailtpnoBiny TOMOHIIER MaxCyior CHPATH, MHKAOPA HOTYTRH AHREIRHHITH, VNAPHEAT KUAMATI HOTY TP
GenriTanuiin XOTnapl AHIKIANTH Tasanpas « TaiEpaoBsay Maxcynon CHpATHHIL IVIHIHTACH, YITOPHIHD MERRPHEN
KHCOGTA OATAH XonAd Kalta xucob-KHTad Kunaid XaMad yuby sneobrantad cyMmMaian TauKapi E XYY T3 HOTY TP
NHCORTAIrAN CyMManiEE 20 Yo MUGIOpIIE KapuME TYTaHH .

5.7 «Xwwaanky TOMOHELAH MATKYP LAPTHOMI DAMAPMALAHTATH ERW YD Japasang DAHAPMATLHNHIH YUvH
XyRANMKD 10 AaBoGrapapKkd  TOPTILLAS aXymaiHie  TOMOHIIEHN  MATKYR  IHAapTROMA OyHitia  UEPTHOMA
MAKOYPUATIAPHIIT  BEmapnIMaciirive {3apyp  Tapifa  GmMapnEMECTUrIa) anbaop Oyarad  XHIMAT  KypCaTyBiM
TAEEHIGTIAPH T ARASOGIAPIHTY NaM  KypnD ‘HKnIaz. Nuamar KypeaTysul TAKHNOTARPHANT aftfy Butan matkyp
UHAPTHOMAHUHT a NyAa/mie: TOMOHKILH DARAPHIMACINII (34pyp THp3ia GamapHIMACTHTH) HATIRUCHEQ ETHASHATAR 34pap
Geartnanrad TapTHOIE yILBY TAUGIOTIAD TEMOHMALH KArIaHa.

6. DOPC-MAKOP BA JKABOBTAPJIMICIAH Q30,1 3TH
6.1, Tapadrapsas Gups mapriomany enrul GyaMalanran gyu, abHl hansynoLs 5d MYafiH HAPOHTIEPRE onaHHe
QM. GYAMARENTAH BEINETIAP (IR, Y PrOKTHIE, VR TOUIRHHE, Enruy, cen, avil, mana sa Gouka Tabuuh oduriap)
{rydpaiian Gasapvaras Eki NOBAM DapiKana GaRkapMATaHIITIHH dope-MKOp Xo[ITHAN ) nefonaca, wisobrap Gy manin
Iy aex bl ofiarnap B BULIKD HORYIRH ERApT-WApoTp owbaTicE B «Tafépaoarim WHNT aibim XapakdTi
(RAPAKATCHEIMTIY HATHIKACH A Mame(ly pus Tiag Gamapvaranna «Xyasanen Ll ABGBrAPAHKIAH 0301 KUK Yy TYMan
KIIIN0K B8 CYB XYIRALArn Dy nuMITHIHT XYN0CICH XM dcou Dynaan .

7 IAPTHOMAHHHT AMAJ KIJTALITH
Tals Maakyp wapTHoma rapadiap TOMMHHIAH HMIOIHTEH nufrian Gouak Kyara KHpaad, TYMaH KWHUIOK DA YR
RyARAANCT GYTHMAN TOMOHUAAH PYHXATIRN Y IRASHATRILIAR et P LA Madikyp wapraona 3 (y4) kyH soBaltannn
«Taitépaosany TOMOHILLAH TYMEH KAUIIOK CYB XyRATUINTL pyFHXATAAN YTRAUIN YUYH TAKIWM JTHIALY B AP HOMAHHT
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Dapya HYCXUIOPH TYMAM KHLLGK DA Cye VAN BVIMH XOAMMH  TOMOKHIAN  WMAOAZHILIL  HUMAO MyXp  Ginan
TACHHENAHAH,
Pa Tapadiaap ypracuiarn mysocaGatiap YAap TOMONNIAH MAIRYR WapTHOMHHHT Dapaa. WapTaapn Gamapuriray g
AHEOO-KITOD TYIK TR an TARAMPAD TYXTATIZ N,
8. HH3OJAPHH XAJ ITUII TAPTHEN
8.1, Keanmmosaninmkiap wa 1isgom Macassanap Keind »ikcan TAGIHDAG TAPAfIAP, KOWAAra KYpa YaapHi Cyaraua xai
I J03ACHARA MYCTAKHI EXYT TYMAR KSHLIGR BECYR XY ARAINDH Y THMASPH HIEHPOK I HOPH-TAIBupaap KVPRLHRR.
L Tapadiaap Viapo seninuoavaris i MPA HESOARD X4 KA TR CYRN TOMOHIIN KA KISz,
9. AKVHUI KOMHANAP
9.1, - Maskyp uiaprHina TAPAGIADERHT KeATmVENTD Kypa Exn Gip TApAf WAPTHOMA \WAPTAAPKEN #tah panui g
OVAIMH MEAPIA, KRS i TapafiapHIiT Taaatn Oy ilia cya TapTiGnga BEROD KHTHHBLINE MyMKIU,
9.3, Miskyp waprhonara xap kaniait FOPAPTHPIIN BA Ky ITMMUBIOD VAR SaMa LRI aMan T OUWIRPHARL F
TApAPHENT BAKOAXTTH RUKICUTIPE TOMO A A0 IMAPTH GHAAH XAKHE I KHcobnaim,
9.3, \daaxyp UIEPTHOMA 1apadapunmr xap BHpn xasi Knicon B CVB R YIRMILIC By THMI Yy n OHp Mycxazan - yu
Ayexana tyswramie Haptaosanienr Sapua fyexaiapi Tesr IOPRANI Ky 4ra Araup,
9.4, Mankyp waprHoma, YHTA V3PP THPIILAR. (kY UM ) «)C)fmmmm MOAMLTAN HORIE  TYMEH KMULTOK. Ba
EYB XYBATHT I GYANE A Py AR LIAH VIRAZHAraHaaH Kelhi GUKAPHAMIIN Kepak,

10, KYTTMMYATIAP BA HIIOBA AP

FAPAGIIAPHUHT MAH3HIIM BA BAHK PEEKBHINTIIAPH

wX Yy «Taiiépaosiusy

Bank permimetiap I
"

2

——

20035 fnr w W ) il 'Jfl:nc;mn Ot
TYMAN HHULTOK BA CYB XVIRAHEN Gyanviniag
«PYRXATIAH ¥ TKA ity

My { w0, A0 ML, DO,

Hpneriunr xyancacw: Men 6y mapr Hora nofiixacy amannan Yioekueron PeenyGausacumnir adyveaponu
KOZEKCHY, 4 XYRATHK JOPHTY BN CYOReRTIAn Gann e IEAPTHOMBRHE KyiyK DasacHy TyrpHCuaany sowvitannar 2] -
MOLIACH ACOCHIL YPIAHND S1KpD, Y6y IHGpTHOMAHI KopXotd paxfapn [ KmaKkon @300 sygvra ard SEsiiueim
NAMAR EXTE XOM-AUECHHN OMYBUIAGIT B Raxta xoM-ainden erkasui BERYBHHIMNT DAHK PEKBHIHTIAPH TYTDATHIN,
IAPTHOME NOHINACHHA KDH}-'[-i'IETJ‘[ll]( NYAATAapIra Moo lii:.ﬂl'aH.’le}tH.a}I_MRT[&f‘l)IH

Ly cabafing yiuiGy mraprHoMans IMIONAL MyMERH 166 XHeobiativa.

AYRYRUIVHOC!

{1M30, FABOTIMIL, B0

November 2014 International Labor Rights Forum

Page 38 of 45



Dapya HYCXUIOPH TYMAM KHLLGK DA Cye VAN BVIMH XOAMMH  TOMOKHIAN  WMAOAZHILIL  HUMAO MyXp  Ginan
TACHHENAHAH,
Pa Tapadiaap ypracuiarn mysocaGatiap YAap TOMONNIAH MAIRYR WapTHOMHHHT Dapaa. WapTaapn Gamapuriray g
AHEOO-KITOD TYIK TR an TARAMPAD TYXTATIZ N,
8. HH3OJAPHH XAJ ITUII TAPTHEN
8.1, Keanmmosaninmkiap wa 1isgom Macassanap Keind »ikcan TAGIHDAG TAPAfIAP, KOWAAra KYpa YaapHi Cyaraua xai
I J03ACHARA MYCTAKHI EXYT TYMAR KSHLIGR BECYR XY ARAINDH Y THMASPH HIEHPOK I HOPH-TAIBupaap KVPRLHRR.
L Tapadiaap Viapo seninuoavaris i MPA HESOARD X4 KA TR CYRN TOMOHIIN KA KISz,
9. AKVHUI KOMHANAP
9.1, - Maskyp uiaprHina TAPAGIADERHT KeATmVENTD Kypa Exn Gip TApAf WAPTHOMA \WAPTAAPKEN #tah panui g
OVAIMH MEAPIA, KRS i TapafiapHIiT Taaatn Oy ilia cya TapTiGnga BEROD KHTHHBLINE MyMKIU,
9.3, Miskyp waprhonara xap kaniait FOPAPTHPIIN BA Ky ITMMUBIOD VAR SaMa LRI aMan T OUWIRPHARL F
TApAPHENT BAKOAXTTH RUKICUTIPE TOMO A A0 IMAPTH GHAAH XAKHE I KHcobnaim,
9.3, \daaxyp UIEPTHOMA 1apadapunmr xap BHpn xasi Knicon B CVB R YIRMILIC By THMI Yy n OHp Mycxazan - yu
Ayexana tyswramie Haptaosanienr Sapua fyexaiapi Tesr IOPRANI Ky 4ra Araup,
9.4, Mankyp waprHoma, YHTA V3PP THPIILAR. (kY UM ) «)C)fmmmm MOAMLTAN HORIE  TYMEH KMULTOK. Ba
EYB XYBATHT I GYANE A Py AR LIAH VIRAZHAraHaaH Kelhi GUKAPHAMIIN Kepak,

10, KYTTMMYATIAP BA HIIOBA AP

FAPAGIIAPHUHT MAH3HIIM BA BAHK PEEKBHINTIIAPH

wX Yy «Taiiépaosiusy

Bank permimetiap I
"

2

——

20035 fnr w W ) il 'Jfl:nc;mn Ot
TYMAN HHULTOK BA CYB XVIRAHEN Gyanviniag
«PYRXATIAH ¥ TKA ity

My { w0, A0 ML, DO,

Hpneriunr xyancacw: Men 6y mapr Hora nofiixacy amannan Yioekueron PeenyGausacumnir adyveaponu
KOZEKCHY, 4 XYRATHK JOPHTY BN CYOReRTIAn Gann e IEAPTHOMBRHE KyiyK DasacHy TyrpHCuaany sowvitannar 2] -
MOLIACH ACOCHIL YPIAHND S1KpD, Y6y IHGpTHOMAHI KopXotd paxfapn [ KmaKkon @300 sygvra ard SEsiiueim
NAMAR EXTE XOM-AUECHHN OMYBUIAGIT B Raxta xoM-ainden erkasui BERYBHHIMNT DAHK PEKBHIHTIAPH TYTDATHIN,
IAPTHOME NOHINACHHA KDH}-'[-i'IETJ‘[ll]( NYAATAapIra Moo lii:.ﬂl'aH.’le}tH.a}I_MRT[&f‘l)IH

Ly cabafing yiuiGy mraprHoMans IMIONAL MyMERH 166 XHeobiativa.

AYRYRUIVHOC!

{1M30, FABOTIMIL, B0
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English Translation:

Approved by the letter of the Justice Minister,
registration No 12/2496, November 23, 2005

Contract for the purchase of raw cotton and cotton seed

" " 200___year number_ ... (name of the district omitted)
district. This agreement has been entered into by two parties: the acting legal head manager, who represents
the farm " " (hereinafter referred to as "the farm") and the acting legal head manager of
the Joint-stock Company "............. " (name of the farm omitted) (henceforth referred to as "the
procuret™), .......... (name omitted) ,and concerns the following:

1. CONTENT OF THE CONTRACT

1.1. "The farm" is responsible for providing "the procuret”, for the purposes of processing ot sale, with raw
cotton and cotton seed in the amounts indicated in paragraphs 1.2. and 1.4. of the above contract; "the
procurer" takes on the responsibility of buying these products at a set price within a specified timeframe.

1.2. "The farm", according to the business plan for 2006, delivers 7§.5 tons of raw cotton from an area of

square hectares, including #§. 0 tons of cotton for seeds of ___variety. 50 percent of all the cotton

grown is bought for public use after processing. The sale of the raw cotton that remains on the farms is
carried out in a specific manner within the existing legal framework.

1.3. “The procurer” pays for the raw cotton and seeds grown by "the farm" in the manner specified in
paragraph 3.2. of this contract.

1.4. "The farm" delivers seed cotton in the following amounts and timeframe:

Variety name Reproduction Amount of raw cotton Deadline for submitting

seed,(ton) cotton seed

Quantitative changes may be made by specific varieties, taking weather conditions into account. The quality
of raw cotton must meet the requirements of -642-95 Uz R.ST.

2. RIGHTS AND OBLIGATIONS OF THE PARTIES

2.1. Rights of "the farm"

a) demand that "the procurer" provides seeds, referred to in paragraph 2.4. of this contract:

b) demand to provide the documents that detail national standards and other normative documents in order
to comply with this contract:
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¢) patticipate in submitting the products, filling out form "PK -17" in order to determine quality, as well as
form "28-HL" on products obtained from the processing of raw cotton:

g) demand that "the procurer” cover travel costs for the transportation of products:

d) in cases when "the procurer” does not deliver the seeds in time or when the payments for the collection
and final reports are not made in a timely fashion, “the farm” has the right to demand coverage of losses.

2.2. Responsibilities of "the farm"

a) receive from “the procurer” the seeds in the amount, indicated in paragraph 1.2. of this contract:

b) deliver, together with “the procurer”, the products specified in the contract, to an agreed-upon address,
according to the submission — receipt schedule by "1" of December, 2006:

a) ensure that the quality and variety of products submitted meets the standards, technical conditions and
requirements, specified in this contract:

d) it is advisable to use the seeds obtained from “the procurer™:

d) provide “the procurer" with documents, by December 1, 2006, confirming the good reasons why "the
farm" is not able to fulfill its obligations, specified in paragraph 1.2. of the contract:

e) in cases of failure to meet contractual obligations, cover the debt to "the procurer™:

@) in accordance with state standards, harvest, cover and submit raw cotton seed from well-developed cotton
plants, not affected by wilt (a fungal virus that affects cotton plants) and other diseases:

h) pay "the procurer” for cleaning and drying the raw cotton according to tariffs set.

2.3. Rights of "the procurer™:

a) has the right to demand from "the farm" that the quality and variety of products meets the standards,
technical conditions and requirements specified in this contract:

b) demand that "the farm" accepts and submits products in a timely manner at the place specified in this
contract and following the agreed-upon schedule:

¢) return or take on the technical account "the farm" that submits cotton seed that does not meet state quality
standards for seed cotton, in order to bring the quality of cotton seed to the level of compliance with state
standards:

d) demand "the farm" to pay for cleaning and drying of raw cotton submitted on the basis of tariffs set: d )
has the right to demand from "the farm" that it pays back for the seeds taken earlier for prepayment in
accordance with this agreement, from the amount it receives for raw cotton submitted.

2.4. Responsibilities of "the procurer™:

a) by April 15, 2006 or before, to supply “the farm” within a specified timeframe and in the specified amount,
according to the registered letter provided by “the farm”, __ variety, family types of seeds specified in
this contract, for the purposes of sowing:

b) receive the raw cotton and cotton seed delivered by “the farm”. Determine the quality and make payments
for products received on time and in the manner specified in this contract:

¢) in order to comply with this contract, provide “the farm" with documents on national practical standards
and other normative documents:

d) after the receipt of the products, in the coutse of one day, prepare a document for the transportation of
the goods delivered and pay “the farm” for the products delivered:

¢) in cases when the products are delivered to “the procurer” using the vehicles that belong to “the farm”,
pay “the farm” fully for the transportation, according to the weight of the product and the distance covered:
e) ptior to the start of the cotton season, provide “the farm" with “sholcha” (small floor rugs), aprons and
other necessary materials for cotton harvesting, in the amount necessary:

e) Based on the calculation that each bag can hold 60 kg of cotton, provide “the farm” with large bags to be
filled with raw cotton seed and to be delivered to “the procurer’

3. EXECUTION OF THE CONTRACT
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3.1. The responsibilities must be carried out in accordance with the terms of the contract, the legal
documents, and in the required manner.

The agreement shall be deemed satisfied if the parties will ensure the fulfilment of all responsibilities
undertaken.

3.2. The date when the final documents are prepared, based on the receipt of products in the amount
specified in this contract, is considered to be the date on which all of the responsibilities of “the farm” are
contractually fulfilled.

The date listed in the stamp of the bank, issuing the payment document for the final payment is considered to
be the date on which the responsibilities on the part of “the procurer” for payments are fulfilled.

3.3. The products are delivered to the procurement station of “the procurer” at the following address
using the vehicles of “the procuret” or of "the farm" (undetline the option that applies).

>

3.4. Seeds and materials are delivered in the period of time specified in this contract, in time and amount
specified in paragraph 2.4. of this contract or in time and amount specified in the registered letter, prepared
on the basis of the contract:

The registered letter, on the delivery of specific varieties of seeds requested, is to be delivered at least five
days before the date set, by means of mail, messenger or other. When accepting the delivered letter, an
employee of “the procurer” records the date, which confirms the receipt of the letter on the copy intended
for “the farm”.

"The farm" is allowed to terminate the previously issued registered letter or change the number of seed
varieties requested for delivery. “The farm” shall notify “the procurer” at least one day in advance of the day,
specified on the registered letter.

4. PRICE OF PRODUCTS AND PAYMENT PROCEDURE

4.1. Until the purchase prices of raw cotton for 2006 are approved, the purchase prices of 2005 are to be used
when calculating payments. In cases when the government procurement prices change, the contract is to be
amended in accordance with the set prices and “the procurer” is paid at the new price.

4.2. The purchase price of one (1) ton of raw cotton is in average!'! 225,000 soum.

If the seeds used to grow seed cotton are of first class, an additional amount is added on to the purchase price
to be paid in the following manner:

For elite seeds of the cotton plant - 100%

For seeds of 1-reproduction (R-1) -75 %

For seeds of 2-reproduction (R-2) -50 %

For seeds of 3-reproduction (R-3) -25%

If the cotton seeds belong to the second class, the additional price is reduced by one half.

The total amount of the contract is soum.

4.3. Money and other expenses associated with harvesting cotton, considered at the rate of 80% from the cost
of the products delivered by “the procurer” as well as the remaining part withheld shall all be paid out by
December 31, 2006. The Final settlement of the 20 percent portion of the cost of delivered products, is made
before the "1" of September, 2007 on the basis of processing, in accordance with the final letter of
recommendation drafted. “The procurer” makes the full payment for the cotton seed delivered after cleaning
and sorting of seeds, but no later than "1" of September, 2007.

4.4. Payment for products delivered is made by means of a bank transfer (non-cash payment).

111 . . .
...meaning ‘not a final price’.
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4.5. All costs associated with the transportation of goods and the unloading process ate covered by "the
procurer”. In the cases when products are delivered using the vehicles of “the farm”, “the procurer” has to
tully reimburse “the farm” the costs of transportation based on the actual weight of the products.

4.6. "The farm" obtains the seeds for sowing as an advance or purchases them. The price of seeds received,
according to this contract, is soum.

5. CONFLICT RESOLUTION AND BRINGING PARTIES TO ACCOUNT

5.1. For every case of refusal to receive products, based on the sort and variety specified in this contract, "the
procurer”, based on the established average price and not taking into account certain allowances, will pay “the
farm” a fine in the amount of 25% from the cost of products that were not unaccepted. In addition to the
fine, “the procurer” will compensate for the losses “the farm” had incurred as a result of the refusal.

5.2. In the case of unjustified refusal to submit products in accordance with the variety, sort and in the right
amount specified in this contract, "the farm" will pay “the procurer” a fine in the amount of 25% of the cost
of products not submitted. The fine is set without taking into account certain allowances that are added to the
purchase price, and is based on the average prices of products in the time passed (month, quarter of a year,
year). In addition to the fine, “the farm” will compensate for the losses incurred as a result of not having the
full amount of products.

5.3. For an unjustified refusal to pay for the received (uploaded), according to the contract , raw cotton and
cotton seed, "the procurer" will pay “the farm” a fine equal to 15% of the amount “the procurer” had refused
to pay. In addition to the fine, “the procurer” will pay for each day the payment is past due 0.4% of the
overdue amount, but it should not exceed 50% of the total amount owed.

5.4. In the case of refusal to register or improper registration of the commodity transportation documents,
the guilty party will pay the other party a penalty in the amount of one part of the minimum monthly salary
for each commodity transportation document.

5.5. For failure to provide "the farms" with seeds and packaging materials that meet the standards and
specifications, and in the right quantity as set in the contract, "the procurer” will pay a fine in the amount of
two parts of the cost of the seeds provided, containers and packaging materials, during the delivery of the
products. In addition to the fine, as a direct result of failure to provide "the farm" with these materials, “the
procurer” will also cover the losses of “the farm”.

5.6. In cases when it is detected that “the procurer” has incorrectly calculated the quantity and the quality of
products received, establishing an incorrect total value, "the procurer” will recalculate, taking into account
the right quantity as well as quality of products, and in addition to paying the right amount will also pay "the
farm” a fine of 20% of the amount incorrectly calculated.

5.7. In cases of “the farm’s” failure to comply with the contract or to comply with it to the right degree, “the
farm” will be brought to justice; the responsibility of service providers will also be considered in cases of non-
compliance (not performed to the extent necessary) with contractual obligations as set forth in the contract.
Losses incurred through the fault of the service providers, which resulted in “the farm’s” failure to fulfil its
obligations as set forth in the contract (not fulfilled to the extent necessary), will be covered by the service

providers in a specific order.
6. FORCE MAJEURE AND RELEASE FROM LIABILITY

6.1. If one of the parties proves that the failure to fulfil (failure to fulfil to the extent necessary) contractual
obligations can be attributed to force majeure, extraordinary and unforeseen circumstances, forces of nature
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(earthquake, drought, flood, fire, landslides, heavy rains and other natural phenomena), the party is freed
from liability. Also, if the obligations are not met as a result of natural phenomena and other unforeseen

n <

circumstances or actions (inactions) of "the procurer”, “the farm” can be freed from liability based on the
conclusions of the district, village and Department of Water Resources.

7. EXECUTION OF THE CONTRACT

7.1. This agreement shall enter into force upon both parties signing it, will begin to be executed after the
registration in the district, village and the Department of Water Resources. “The procurer” has 3 days to
bring the contract to the region, the village and the Water Resources Department for registration and all
copies of the contract are signed and stamped by the employees of the district, the village and the
Department of Water Resources.

7.2. If parties meet all the conditions of the contract and complete all the payments, the contractual relations
between the parties terminate.

8. CONFLICT RESOLUTION PROCEDURE

8.1. In cases of disagreement or conflict between parties, the parties, as a rule, must independently or with the
assistance of the district, village and the Water Resources Department take measures to address them without
resorting to the court.

8.2. If the parties cannot agree between themselves, the conflict is to be resolved in the commercial court.
9. FINAL RULES

9.1. In cases when parties reach an agreement, or if one of the parties has significantly violated the terms of
the contract, at the request of the second party, the contract is annulled in court.

9.2. Any changes or additions to this agreement, when put down in writing, shall be considered valid,
provided that the document has been signed by authorized representatives of both parties.

9.3. Each of the parties, as well as the village and the Department of Water Resources receive three copies of
the contract. All copies of the contract have identical legal force.

9.4. This contract, its changes (amendments) should enter into force after their registration in the district, the
village and the Department of Water Resources, at the location of “the farm”.

10. ADDITIONS AND APPENDICES

Addresses of the parties and bank details
"The farm " "The procuret”
".....",2005 Registration numbet:
"Registered"
By the region, the village and the Department of Water Resources

Lawyer’s Conclusion: After reviewing the draft of this contract, drawn up on the basis of Article 21 of the
Law on "Contractual and regulatory framework of commercially-active actors ", " Civil Code ", I have found
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that the Head Manager of the enterprise ........ (name omitted) has the right to sign this contract, that the
bank details of those to receive raw cotton and those to supply raw cotton are correct, and that the draft
contract corresponds to legal documents.

Lawyer: (signature, position, name) ... (name omitted).
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