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Dear Mark,

We are writing to get formal clarification from IFC about the procedures and agreements it
has in place when client companies that are in active relations with IFC unilaterally divest
themselves of holdings.

The specific case in point concerns IFC’s relationship with Wilmar International, which the
IFC has supported over the years through a series of financial products. The case has
triggered three detailed complaints to the IFC’s Compliance Advisory Ombudsman (CAO),*
which have led to a critical audit of IFC compliance, which in turn triggered the two year
freeze on World Bank Group lending to the palm oil sector and the development of the World
Bank Group Framework and Strategy on Palm Oil.

Also in response to the complaints, the CAO has engaged in sustained efforts to mediate in
disputes between Wilmar subsidiaries and affected communities. Both Wilmar and IFC are
prominent members of the RSPO and there has been agreement among all parties that these
disputes should be resolved in line with the RSPO standard and IFC Performance Standards.

As you are aware there is an ongoing effort by the CAO to resolve the land disputes between
Wilmar’s subsidiary PT Asiatic Persada and the Batin Sembilan peoples in Jambi Province
on whose lands the company’s 20,000 ha. concession has been developed without taking into
account their land rights and right to Free, Prior and Informed Consent. The dispute turned
ugly in 2011, when company personnel working with a company-paid mobile police brigade
evicted 83 families from their homes by force and bulldozed their dwellings into nearby
creeks.” After these matters were made public, and following a further complaint to the
CAO, Wilmar/PT AP and the Batin Sembilan communities have been engaged in a further
series of CAO-mediated negotiations to seek a resolution of the conflict.

In April 2013, a field team made up of staff from Setara Jambi, SawitWatch and Forest
Peoples Programme re-visited the area to survey the views of the communities and confirmed
that two of the impacted villages are still hopeful that the CAO can help secure a favourable
outcome and end the land conflict.

These long term efforts have however now been set in jeopardy by the fact that in March
2013, apparently without consulting any other parties, Wilmar decided to divest itself of its
holdings in PT Asiatic Persada and sold them to two other companies, Prima Fortune
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International Ltd and PT Agro Mandiri Semesta. Without clarifying the implications for the
ongoing negotiations, Wilmar, by its own account, transferred management to the new buyers
as of 1*" April 2013. This has put in serious doubt whether the CAO-mediated negotiations
can continue.

In our view these actions are both unethical and in serious violation of RSPO standard and
Code of Conduct for members. We have sought to clarify these matters with Wilmar directly
(see attachments) but have yet to receive satisfactory answers to our questions.

By means of this letter we are seeking formal clarification from IFC about its procedures in
such cases, as the case raises serious questions about the accountability of IFC clients to
adhere to the IFC’s Performance Standards. If IFC clients can evade their responsibilities
simply by selling operations where they get caught out for violations, the whole Performance
Standard system for risk avoidance is placed in jeopardy.

We thus have the following specific questions:

e What is the IFC’s policy with regard to client companies with respect to divestments?

e Does the IFC have any policy on divestments in the case of client companies that are
being investigated by the WBG for malfeasance or which are subject to a complaint to
the CAO?

e In this specific case, was IFC informed by Wilmar of its plans to sell its holdings in PT
Asiatic Persada prior to sale?

e Ifso, did IFC make any efforts to inform CAO, affected communities and / or the
RSPO of these plans? and did IFC make any efforts to persuade Wilmar not to sell on
its majority holdings until such a time as the land disputes in PT Asiatic Persada were
resolved?

We look forwards to receiving detailed replies to these questions.

Yours sincerely

}\A,\.M ﬁ‘ l”""”\ Confirmed by email
NI
\ Rukaiyah Rofiq,
Dr. Marcus Colchester ] ) Executive Director
Senior Policy Advisor Jefri Saragih Yayasan SETARA Jambi
Forest Peoples Executive Director

! http://www. forestpeoples.org/topics/responsible-finance/international-finance-corporation-ifc
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