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August 6, 2020

HUMAN

RIGHTS

Mr. Philippe Le Houerou WATCH
Chief Executive Officer

International Finance Corporation

HRW.or
2121 Pennsylvania Avenue, NW 8

MSN F 3K-300
Washington, DC 20433

Re: Request for Information to Covid-19 Response for Cambodia-Based
Clients

Dear Mr. Le Houerou,

We are reaching out to you to raise our concerns about reports of human
rights abuses stemming from widespread over-indebtedness in
Cambodia’s micro-finance and micro-loan sector, particularly during the
economic downturn brought on by the Covid-19 pandemic. Specifically,
we are concerned that debt collection practices carried out by micro-
finance institutions supported by the IFC are harming low-income workers
and their families.

Human Rights Watch is an independent nongovernmental organization
that monitors and reports on human rights in nearly 100 countries. In
Cambodia, we have predominantly focused our research, monitoring and
reporting efforts on the clampdown on civil and political liberties of
community activists, trade union leaders, journalists and government
critics, as well as land grabbing and other land rights violations leading to
a loss of livelihood and increased poverty of many vulnerable Cambodian
communities.

Recent research found that the lack of client protection regulation in
Cambodia’s micro-finance sector, and more recently the Cambodian
government’s response to the Covid-19 pandemic, have resulted in
insufficient protection of micro-loan borrowers and ultimately in the loss
of their rights to an adequate standard of living, notably access to
adequate housing. A 2019 report by two respected civil society
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https://www.hrw.org/news/2020/07/14/cambodia-micro-loan-borrowers-face-covid-19-crisis
http://www.licadho-cambodia.org/reports/files/228Report_Collateral_Damage_LICADHO_STT_Eng_07082019.pdf

organizations with whom we have worked closely, the Cambodian League for the
Promotion and Defense of Human Rights (LICADHO) and Sahmakum Teang Tnaut (STT),
documented entrenched unethical lending practices by many lending institutions in
Cambodia —including pressure on and threats against overly indebted borrowers to pay off
loans or to take out multiple loans to pay off their rising debt.

Lending practices in Cambodia have also resulted in other serious human rights abuses
such as coerced land sales where collateral was seized or threatened to be seized by
micro-loan providers upon borrowers’ inability to pay off their loans. Human Rights Watch
is deeply concerned about the haphazard enforcement of institutional disciplinary
processes adopted by micro-loan providers that prevent proper investigations into alleged
misconduct by micro-loan officers or make it difficult for borrowers to complain about such
incidents freely, and without fear of retaliation. In many instances, access to complaints
mechanisms by aggrieved borrowers is denied.

Human Rights Watch learned from publicly available information that the IFC has a direct
equity stake in Cambodia’s largest micro-loan provider Amret (19.99 percent) and has
made US$10 million direct investment in Amret. The IFC has a 14.51 percent direct equity
stake in Advans Group & LPP, which in turn has a 52.78 percent stake in Amret — thereby
increasing IFC’s stake indirectly.

In addition, the IFC currently lists as “active” several loans of tens of millions of dollars to
Hattha Kaksekar Limited (HKL) and PRASAC. The IFC is also one of several international
holders of so-called “B shares” worth US$338 million in the framework of the Micro-
finance Enhancement Facility (MEF), with direct investments in Amret (US$11.8 million),
HKL (US$16 million), KREDIT (US$1 million), LOLC (US$3.3 million), PRASAC (US$12.8
million) and Sathapana Bank (US$3 million). On June 26, 2020, as part of the IFC’s Covid-
19 response program, the Board of the IFC approved a further US$25 million loan

investment each to Amret and HKL.

Given this significant and recent investment in the sector, Human Rights Watch requests
information regarding any and all steps the IFC is currently taking, or has previously taken,
to quantify, assess and/or mitigate the oversaturation and over-indebtedness in
Cambodia’s micro-loan sector. We request information on what steps the IFC has taken to
ensure micro-finance clients are protecting borrowers from potentially predatory and
abusive debt collection practices. This includes prior to the Covid-19 pandemic, and also
any assessments, research, reports, or actions taken in recent years that address and/or
mitigate reports of human rights abuses, over-indebtedness and oversaturation in the
country’s micro-loan market.


https://disclosures.ifc.org/#/projectDetail/SII/41294
https://www.advansgroup.com/about-us/our-governance/
https://disclosures.ifc.org/#/projectDetail/SII/38239
https://disclosures.ifc.org/#/projectDetail/SII/38235
http://www.mef-fund.com/downloads/annual_reports/mef_annual_report_2018.pdf
http://www.mef-fund.com/downloads/annual_reports/mef_annual_report_2018.pdf
http://www.mef-fund.com/downloads/factsheets/2020/MEF_Factsheet_201912.pdf
https://disclosures.ifc.org/#/projectDetail/SII/44231
https://disclosures.ifc.org/#/projectDetail/SII/44211

We have attached our questions in Appendix | and ask that you respond by August 27,
2020. We wish to ensure that your relevant responses are reflected in Human Rights
Watch’s reporting, and note that we may publish your responses in part or in whole.

| would like to thank you for your consideration and would be happy to discuss this matter
further, via conference call or other means. Please do not hesitate to contact Seashia Vang
atvangs@hrw.org with any questions regarding our letter, and to provide responses to the
information requested in Appendix | by August 27, 2020.

Yours sincerely,

Phil Robertson
Deputy Director of Asia Division, Human Rights Watch

CC

Ms. Mary Porter Peschka, Director of Environment, Social and Governance department.
Mr. Osvaldo Gratacos, VP for the CAO

Ms. Nena Stoiljkovic, VP for Asia and Pacific

Mr. Vivek Pathak, Regional Director for East Asia and the Pacific

Mr. Kyle Kelhofer, Country Manager for Cambodia

Mr. Aaron Shane Rosenberg, Head of Public Affairs
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Appendix |
Human Rights Watch Information Request to the IFC

We kindly request the following information from the IFC by August 27, 2020:

1) Any documentation that the IFC has produced or commissioned regarding any of
the following topics in relation to the Cambodian micro-finance sector or any IFC
client providing microfinance loans in Cambodia:

a. Human rights abuses and relevant client protection regulations

b. Abusive debt collection practices, including coerced and/or forced land
sales
Frequency and impacts of collateral seizure for debt repayment

d. Market saturation and indebtedness levels nationally, regionally, by
institution, by type of borrower

e. Anyand all documentation of direct contact with Cambodian micro-loan
borrowers regarding any of the previous topics.

2) What actions, if any, has the IFC itself taken, or advised other bodies, institutions,
or micro-loan providers to take, to address any of the following topics in relation to
the Cambodian micro-finance sector?

a. Over-indebtedness

b. Oversaturation

c. Abusive debt collection practices, including coerced and/or forced land
sales

d. Lackof client protection regulations

e. Collateral seizure

3) Please provide information and documents regarding the impact assessments
carried out to identify and address the social and human rights risks associated
with abusive debt practices, including coerced and/or forced land sales, with
respect to IFC’s Cambodian micro-finance clients, both before and during the
pandemic. In particular, we would appreciate detail on:

a. processes to ensure that IFC’s Cambodian micro-finance clients complied
with its social and environmental requirements and met the “do no harm”
standard;

b. processes undertaken to identify, prevent, and mitigate social and human
rights risks;



4)

5)

6)

7)

processes for remedying abuses when they occurred.

d. If social and human rights impacts were identified after IFC’s investments
were made, please provide information on the steps IFC took to prevent and
mitigate future harm, and remedy ongoing and past abuses associated with

their clients.

Please provide any documents regarding relief for borrowers and other client
protection measures that IFC has promoted in the Cambodian micro-loan sectorin

response to the Covid-19 crisis.

Please provide any information, if existent, on how many loan repayment
suspensions or other borrower relief measures have been implemented by IFC
clients, including financial intermediaries, that provide microfinance loans.

Has the IFC communicated any new or updated recommendations or requirements
on Covid-19 debt relief responses to its clients that provide micro-loans? If so,
please provide as detailed information as possible regarding these
recommendations.

Please provide any information that the IFC has received from its Cambodian micro-
finance clients in relation to Covid-19 response funds already dispersed or to be
dispersed in the future. Please provide the following information for all your
Cambodian micro-finance clients:

a. how Covid-19 response funds are being used;

b. how Covid-19 response funds are monitored; and

c. how Covid-19 response funds are implemented on the ground.



