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APPENDIX |: BANKS IN SCOPE

This series of Human Rights Impact Briefings focuses on the below list of 45 large private
sector banks. Banks have been selected primarily from the list of the world's largest 50
banks by assets.! Banks without significant involvement in commercial banking, and
national development banks, have been excluded. Some additional changes have been
made for better geographic balance (e.g. inclusion of largest Latin American banks).

Bank name Country Assets US$ bn?
Industrial & Commercial Bank of China China 3,550
China Construction Bank China 2,982
Mitsubishi UFJ Financial Group Japan 2,901
Agricultural Bank of China China 2,819
Bank of China China 2,656
HSBC United Kingdom 2,608
JPMorgan Chase United States 2,466
BNP Paribas France 2,417
Bank of America United States 2,187
Deutsche Bank Germany 2,007
Crédit Agricole France 1,970
Mizuho Financial Group Japan 1,924
Wells Fargo United States 1,889
Barclays United Kingdom 1,820
Citigroup United States 1,819
Sumitomo Mitsui Financial Group Japan 1,765
Société Générale France 1,625
Banco Santander Spain 1,494
BPCE Group France 1,357
RBS Group United Kingdom 1,214
Lloyds Banking Group United Kingdom 1,142
UBS Group Switzerland 1,010
Unicredit Italy 992
ING Group Netherlands 986
Royal Bank of Canada Canada 927
Toronto-Dominion Bank Canada 914
Goldman Sachs United States 897
Credit Suisse Switzerland 839
BBVA Spain 830
Morgan Stanley United States 829
Credit Mutuel France 823
Intesa Sanpaolo Italy 798
Rabobank Netherlands 764
Nordea Sweden 47
Bank of Nova Scotia Canada 701
Commonwealth Bank of Australia Australia 697
ANZ Australia 669
Standard Chartered United Kingdom 661
National Australia Bank Australia 649
Westpac Banking Corp Australia 621
Bank of Montreal Canada 535
Banco do Brasil SA Brazil 446
Itad Unibanco Brazil 407
Caixa Economica Federal Brazil 375
Banco Bradesco Brazil 322
1 The list was revised in 2017 with the addition of BPCE Group and the removal of Commerzbank.

2 RelBanks, accessed January 2017.


http://www.relbanks.com/worlds-top-banks/assets

APPENDIX |I: BANK RESPONSES IN FULL

Below the responses provided by bank representatives are reproduced in full, where a pub-
lic response was provided. Only salutations have been removed. Responses have not been
edited to remove spelling errors or inconsistencies. Where no public response was given,
this is indicated in italics.

ANZ

Thank you for giving us the opportunity to comment on your draft report regarding com-
panies involved in supplying fuel to countries in Africa.

Firstly, regarding our due diligence processes:

* Understanding and managing the social and environmental impacts of our busi-
ness lending decisions is critical, as it gives balanced consideration to stakehold-
er needs and concerns.

* The primary way we identify and manage the risks associated with lending to
business customers is through employee training and the application of our Sen-
sitive Sector Policies and human rights standards. More information on these
policies can be found in our 2016 Corporate Sustainability report, or on ANZ.com.

* We expect our customers to identify, manage, monitor and redress any adverse
impacts on human rights with which their business is involved, in line with inter-
national standards, including the UN Guiding Principles on Business and Human
Rights.

* The Appendix to this letter sets out the due diligence process in more detail.

Secondly, regarding our approach to engagement:

*  Where customer practices are identified that may not be consistent with ANZ’s
policies, we work with the customer to understand the circumstances and, where
necessary, identify specific and time-bound improvement plans.

* If prospective or existing customers do not meet our standards and they are not
willing to adapt their practices in an appropriate timeframe, we may decline fi-
nancing or exit the relationship.

In this case, we confirm we have conducted due diligence in line with our policies with
the companies mentioned in your report. We have also engaged with the companies
and are satisfied they understand their responsibilities to respect human rights, and are
seeking to engage on the issue using whatever leverage they have.

BANK OF AMERICA

No response (but confirmed receipt).

BANK OF CHINA

No public response. Bank of China sent a brief confidential response by fax, which did not
address the questions or issues raised.

BANK OF NOVA SCOTIA

No response (but confirmed receipt).




BNP PARIBAS

No public response. BNP Paribas provided a confidential response.
BPCE GROUP

We thank you for your above-referenced letter informing us of a draft case study dated
April 2017 developing a recent report published by the Swisss NGO Public Eye and enti-
tled "Dirty Diesel: How Swiss Traders Flood Africa with Toxic Fuels". This report (issued in
last September) focuses principally on Vitol and Trafigura, two Swiss trading companies
and big players in the industry. You have contacted BPCE because three banks from our
group have financed these two companies and you would like reassurance their busi-
ness practices.

We knew already the existence of this report and would like to bring to your attention
the following comments:

* We acknowledge the importance of the issue raised by Public Eye as there is no
doubt on the effects on human health of high-sulphur fuel, as globally any form
of air pollution. This was clearly stressed at many occasions by the UN Environ-
ment Program (UNEP) and the ARA (African Refiners Association) in a report re-
cently issued.

* The same ARA report also emphasizes that a steady improvement in product
quality occurred over the past 10 years and, in conjunction with the World Bank,
sets fuel quality targets for 2020 and 2030. In this context, the recent announce-
ment made by five West African countries that they will adopt lower limits on
sulphur content goes in the right direction.

* Although probably the goal to achieve at term, calling on the companies to com-
mit themselves to sell exclusively fuel at European specification is currently con-
tested as, in Africa, governments of importing countries control and manage the
import of fuels and determine their own fuel specifications. Parameters taken
into account are multiple and of sovereign importance due to the economic im-
plication it has for countries.

* From an economic perspective, as mentioned by ARA in their response to this
study, those countries are extremely price-sensitive and the costs of adaptation
of local refineries (large employers) to meet European standards is a serious con-
straint and would require massive investments. So they have, for a while, to im-
port cheaper oil than the European standards.

* We believe that the whole international community (including industry play-
ers, governments of exporting countries, and supra-governmental unions) has
to play a role in addressing the issue of the fuel quality in Africa, but it does not
seem realistic to believe that a company in itself could have the sufficient lever-
age needed to lead unilateral actions and drive by itself the market practices.

Beyond its regulatory requirements with respect to Know-Your-Customer and Compli-
ance issues, Natixis, Banque Palatine et BIC-BRED (SUISSE) S.A have various decision-
making bodies involved in the client-onboarding-credit-monitoring chain through which
all types of risks related to a transaction are assessed and regularly monitored. The
identification and analysis of the EHSS risks are full part of this process and discussed
whenever appropriate prior to any decision. To this end, in each company, a dedicated
team for assisting business lines and/or leading directly the due diligence process has
been putin place.



Cimi

Thank you for your letter dated March 9, 2017 regarding the import of high-sulfur diesel
fuel to Africa. We appreciate you raising this issue and have discussed it internally. Citi
requires that clients meet all applicable laws and all Citi environmental and social poli-
cies in their commercial activities. Historically, fuel standards around the world have
been driven by air quality standards. For such standards to be effective, they must be set
and regulated by the local governments where fuel sales take place.

We would like to note recent positive developments in African air quality regulations.
As you mentioned in your report from December 2016, Nigeria, Togo, Benin and Cote
d’lvoire joined Ghana to adopt low-sulfur diesel fuel standards for 2017. Nigeria agreed
to the import of low-sulfur diesel fuels (50 ppm or less) from July 1, 2017, with waivers
granted to refineries in the process of upgrading their facilities to produce low-sulfur
fuels by 2020. This will level the playing field between importers and local refiners in
Nigeria by requiring that all diesel fuel meet new low-sulfur fuel standards by the dead-
lines listed above, and requiring that importers comply with the new regulations first.

Trafigura, one of the two companies featured in BankTrack’s report, has issued a num-
ber of public statements in response to the Public Eye report. They acknowledged that
Public Eye had identified a serious issue in the effects on human health of high-sulfur
fuel specifications, and expressed support for efforts in Africa to agree to lower-sulfur
fuel standards, for example, in the member countries of the Economic Community of
West African States (ECOWAS). Trafigura has also informed us of its successful effort to
facilitate high-level contact between the African Refiners Association and the European
Commission, to discuss how the EU could support a multilateral effort to improve fuel
standards in Africa. As the company puts it, in pursuing advocacy on this subject in Af-
rica and Europe, it is acting in conformity with its commitments under the UN Guiding
Principles on Business and Human Rights. We support an inclusive process involving all
relevant stakeholders to improve fuel standards and air quality in Africa.

COMMONWEALTH BANK OF AUSTRALIA

Thank you for the opportunity to review the draft content of BankTrack’s “Human Rights
Impact Briefing: Banks and Dirty Diesel” report.

Unfortunately, for business confidentiality reasons, we are unable to discuss specific
clients.

As a major bank we support nearly every sector in the economy.

Strict environmental, social and governance standards are now incorporated into our
business-lending decisions and we will only fund projects that meet these standards.
These standards are outlined in our Environmental, Social and Governance (ESG) Lend-
ing Commitments.

These commitments are supported by an ESG Risk Assessment Tool and training for
lending staff. Labour conditions and human rights are one of the criteria which clients
are assessed on. If risks are identified through the assessment we seek information from
clients on their mitigation strategies for the risks.

We will continue to apply our due diligence processes to support our commitments.


https://www.commbank.com.au/content/dam/commbank/assets/about/who-we-are/sustainability/environmental-social-governance-lending-commitments.pdf
https://www.commbank.com.au/content/dam/commbank/assets/about/who-we-are/sustainability/environmental-social-governance-lending-commitments.pdf

CREDIT AGRICOLE
Thank you for your letter dated 9 March 2017.

We have reviewed carefully the human rights impact briefing attached to your letter and
would like to thank you for sharing it with us.

You will appreciate that we cannot disclose information that is specific to our clients
or to the transactions that we are part of. This covers in particular the amount of the
alleged financings of companies, the precise content of due diligence conducted with
respect to specific clients or transactions as well as how we engage with our clients.

However, we would like to make the following comments:

* thenature and principles of the CSR due diligence process implemented by Cred-
it Agricole CIB is publicly available and can be found in section 2.4.4 of the Shelf
Registration document. For you convenience, please refer to: http://www.ca-cib.
fr/profil/informations-reglementees.htm

* we always give proper consideration to the information received from all stake-
holders including the civil society and try to use our leverage of influence as ap-
propriate

* indoingso, our action is guided by the OECD Guidelines for Multinational Enter-
prises and the UN Guiding Principles on Business and Human Rights

| hope that our answer will convince you that we are taking our responsibilities seriously
and are giving proper consideration to the issue raised in your letter.

CREDIT SUISSE

A prudent approach to risk-taking is essential to our activities as a bank. Credit Suisse
therefore carries out a series of measures to review business risks. If there are grounds
to believe that a potential transaction or client relationship could pose an unaccepta-
ble risk or is not compatible with our existing agreements or internal guidelines, Credit
Suisse conducts a bank-wide standardized Reputational Risk Review Process. Environ-
mental and human rights-related risks are some of the risks evaluated in this process
against sector-specific policies or guidelines that are based on standards developed by
international organizations such the UN or the World Bank.

Credit Suisse became aware of Public Eye’s “Dirty Diesel” report in September 2016. As
part of our active involvement in industry associations we engaged among others with
Trafigura, the company most in the focus of the report, and asked them to provide us
with their perspective on the report and the demands from Public Eye.

Based on these interactions and further research we ascertained the following:

* The practice of blending described in the report is legal (as confirmed in the re-
port), in that the fuels provided to the importing countries meet the quality spec-
ifications set by the respective governments;

* Many companies that operate in this sector are supporting the ongoing efforts
by national governments to improve fuel quality and lowering sulphur levels of
imported fuels through membership in the African Refiners Association;

* Theregulatory requirements for fuel specifications need to take into account the
existing and evolving technical infrastructure (refining capacities and standards,
vehicle fleet) in the respective countries.


http://www.ca-cib.fr/profil/informations-reglementees.htm
http://www.ca-cib.fr/profil/informations-reglementees.htm

We share the concerns about air pollution and its effects on peoples’ health and on the
environment. Investigating these issues and engaging with, the industry, among others,
we continue to increase our understanding of the situation. As described in the report,
the problem is complex and cannot be solved unilaterally by one set of actors, but re-
quires the collaboration among a broader set of stakeholders, first and foremost the na-
tional governments, together with the industry and its associations such as the African
Refiners Association.

We are pleased to note that a group of West African countries (Nigeria, Benin, Togo,
Ghana, Ivory Coast) has recently announced measures to lower the permitted sulphur
levels in imported fuels and to upgrade their national refineries to improve the quality
of domestically produced fuels.

We continue to actively engage on this and other subjects in industry associations and
bilaterally with clients.

DEUTSCHE BANK

Reference is made to your above mentioned letter with regards to your upcoming third
Human Rights Impact Briefing, this time on the impacts of the bank’s finance for the oil
and commodities trading companies Vitol and Trafigura.

As you know from previous cases due to the legal obligation to treat client specific infor-
mation confidentially we can’t provide any detailed information on our business rela-
tionships and agreements with our clients.

With regards to your question how we fulfill our responsibility under UN Guiding Prin-
ciples on Business and Human Rights we refer to our ES Policy Framework as well as to
our Human Rights Statement, both you are familiar with.

Our ES Policy Framework requires ES due diligence and its general provisions define
sensitive sectors, specify the requirements for ES due diligence, and include criteria for
mandatory referral to Group Sustainability. Under the ES Policy Framework the oil and
gas sector is defined as a sensitive sector.

In order to identify, prevent and mitigate adverse human rights impacts, we have inte-
grated human rights considerations (inter alia health and safety of communities) in the
ES due diligence process. In addition, our internal due diligence is complemented by
direct interaction with clients.

Having said this, we have discussed the topic that you address with your briefing with
the companies when the report of the Swiss NGO Public Eye was published in Septem-
ber 2016.

Both companies assured us of their awareness of the seriousness of that issue raised by
Public Eye but hey also emphasized that the export of fuels that do not meet the Euro-
pean specifications to African countries is not a legal issue. The companies affirmed that
fuels are provided within the specifications set out by the importing countries.

Furthermore it is not an issue that can be resolved through unilateral action taken on a
regional basis by one segment of the market as it is a global market that faces a global
issue requiring multilateral effort. To improve the requirements on fuel quality is on the
governments that set fuel standards. However the copanies admit that there may be a
supporting role business has to play, in contributing expertise and investment, where



the appropriate conditions exist. Both companies are committed to contribute to a reli-
able approach to the issue and they are open for discussions with the various stakehold-
ers involved in this process.

The information provided by the companies give us the comfort that they have ad-
dressed the issue you have raised appropriately. Should the companies need any sup-
port from us in their efforts to improve the situation it goes without saying that we are
prepared to get further involved.

If you have any question please do not hesitate to contact us.
HSBC

Thank you for your letter and attachment concerning the Dirty Diesel Human Rights Im-
pact Briefing, scheduled for publication in April 2017.

As you know, we don’t comment on individual companies - even to confirm or deny that
they are customers - and so we are unable to reply to your specific questions. When we
receive credible complaints about the operations of customers we always investigate
and, if we discover that a customer is acting outside our policies, we will request that it
remedies the situation in good time. We will close a relationship if satisfactory action is
not taken.

HSBC published a statement on human rights in 2015, which sets out our position and
which is available on our website here.

Thank you for writing to us about this project,
INDUSTRIAL AND COMMERCIAL BANK OF CHINA

No response, no confirmation of receipt.
ING GROUP

Thank you for your letter dated March 9, 2017 on the upcoming BanckTrack Human
Rights Briefing on the report "Dirty Diesel: How Swiss Traders Flood Africa with Toxic
Fuels” issued by Public Eye in September 2016.

We make a substantial contribution to human rights as financier, employer, taxpayer
and driver of progress and prosperity. Ourimpact is on different levels: 1) our workplace,
2) our supply chain, 3) how we do business and who we do business with and 4) partner-
ing and sharing knowledge. More information on our Human Rights Policy can be found
at https://www.ing.com/ING-in-Society/Sustainability/Human-Rights.htm

At ING, we strongly believe in the positive role banks can play in promoting a better and
fairer world through their financing. In 2016, ING joined other Dutch banks, labour un-
ions, NGOs and the Dutch government in a covenant to ensure that global corporate and
project finance done by Netherlands-based banks protects and improves human rights
in areas like labour practices, the freedom to form labour unions, child labour and land
rights. Our longstanding commitment to human rights and the UN Guiding Principles on
Business and Human Rights is also reflected in our involvement in the OECD Advisory
Group, our role on the steering committee for the Equator Principles and through the
human rights policy in the Environmental and Social Risk Framework that we apply in
the more than 40 countries where we operate.


http://www.hsbc.com/our-approach/our-values
https://www.ing.com/ING-in-Society/Sustainability/Human-Rights.htm

We screen all ING clients across the entirety of our relationship. The Environmental and
Social Risk (ESR) policy framework incorporates assessment tools that are used in ING’s
mainstream processes and systems. Assessment on potential Human Rights impacts
are therefore fully integrated into regular client and transaction reviews. More informa-
tion on ING’s ESR Policy Framework, including underlying benchmarks, governance and
approval processes can be found at Environmental and Social Risk (ESR) framework.

With regard to your questions we note the following:

Q1: Can the bank please confirm whether it has conducted human rights due diligence
on Vitol and Trafigura specifically, and if so, outline this due diligence process?

Yes, as part of our ESR framework and commitment to respect human rights in line with
the UN Guiding Principles we regularly engage with our corporate clients, including
Trafigura and Vitol, to discuss environmental, social and human rights impacts.

Q2: Can the bank please provide an overview of its response to the human rights im-
pacts identified in this briefing and its efforts to prevent and/or mitigate them,

The content and outcome of the Dirty Diesel report has been part of our regular dialogue
with Trafigura and Vitol. The following points have been part of our dialogue:

* Poor air quality in African cities is a serious issue which demands action by sev-
eral parties including governments, and achieving change is a complex challenge
and needs time. As a major fuel suppliers in Africa they support co-operation
between governments and industry to tightening fuel quality specifications;

* As part of their membership in the African Refiners Association (ARA), they sup-
port efforts by national governments in Africa to reduce permitted sulphur levels
in fuel and welcomed the agreement last year by five East African countries to
introduce a lower-sulphur specification for diesel;

* They also support the discussions currently underway between the ARA and the
Economic Community of West African States (ECOWAS) about implementing the
ARA’s Africa Fuel and Lubrication (AFRI) specifications in West Africa;

* Thereportalso includes inaccuracies they have tried to clarify directly with their
stakeholders or through their websites (e.g. http://www.trafigura.com/news/
statement-from-puma-energy-in-response-to-public-eye-report-on-fuel-quali-
ty-in-africa/18448)

Q3: Can the bank commit to engage, if it has not done so already, with Vitol, Trafigura
and other companies active in blending and selling of high sulphur fuels it is exposed
to, to insist that the companies stop exports of Dirty Diesel to Africa and elsewhere as a
requirement of receiving further finance.

ING will remain discussing these points with Trafigura and Vitol including efforts made
by the African Refiners Association as part of regular engagements with clients. Note we
have also engaged with them to receive their consent on the content provided herein.

We hope the above provides you with the answers you were looking for.


https://www.ing.com/web/file?uuid=83303846-ca81-4db9-9570-e22b4e4302a6&owner=b03bc017-e0db-4b5d-abbf-003b12934429&contentid=36269

JP MORGAN CHASE & CO

Thank you for your letter relating to Public Eye's 'Dirty Diesel' report from September
2016. We were already aware of the report having been told about it, prior to its launch,
by one of our commodity trading clients. We confirm that we continue our engagement
with our commodity trading clients, including recent dialogue on this topic with both
Trafigura and Vitol.

We recognise the importance of this issue, and not just for the African market, in coor-
dinating the introduction of tighter fuel standards for imports, upgrading local refining
infrastructure and vehicle fleets. We also recognise the coordination required between
governments and commercial entities to affect change in this area. In that light, we are
encouraged by some of the initiatives that are being pursued by regulators, industry
organisations and individual companies both within Europe and Africa.

JP Morgan continues to implement its Environmental and Social Risk Policy and Hu-
man Rights Statement, as summarised in our public Environmental and Social Policy
Framework, as appropriate to the pertinent risks associated with our clients' business
activities and the financial services we provide.

LLoYyDS BANKING GROUP

Thank you for your request and for sharing your latest report. We are unable to com-
ment on possible customer relationships for confidentiality reasons, but | can confirm
your report has been received and noted by the relevant people here at Lloyds Banking
Group.

MiTsuBISHI UFJ FINANCIAL GROUP
Many thanks for your email. Unfortunately we have no comment to make at this time.
MizUuHO FINANCIAL GROUP

Thank you for reaching out to us and sending the report regarding captioned subject.
Please see our response to your questions as below.

(Q1)

(Answer) We cannot refer to individual transactions. However, Mizuho Bank is commited
to respect human rights. Also as part of our credit risk management, we review/monitor
our clients periodically and as necessary. Evaluation item includes not only financial in-
dicators and performance index, but also non financial information. If there is any issue
raised, then we will carefully reassess. Based on the result, relevant departments/offices
determine the action plan after discussion.

(Q2)

(Answer) We cannot refer to individual transactions. However, we have taken note of
your concerns and have forwarded/shared your mail/letter/report with relevant depart-
ments/offices.



(Q3)

(Answer) We cannot refer to individual transactions. However, as said in above answer
for Q2, your mail/letter/report are forwarded/shared to relevant departments/office.
Your concerns and issues raised are shared/recognized among relevant departments/of-
fices. We will continue to monitor this carefully taking your concerns into consideration.

We find this kind of information valuable and we appreciate if you could keep us up-
dated.

NATIONAL AUSTRALIA BANK
| am writing in reference to your letter dated 9 March 2017.

Whilst we do not comment on specific clients or projects, we have limited or no direct ex-
posure to emerging and developing economies, such as those listed in your draft report.
However, | have outlined below our approach to human rights and the way in which we
have integrated human rights into our risk management framework.

As a major financial institution, NAB is subject to a range of legal and regulatory require-
ments in many jurisdictions, which incorporate the protection of basic human rights.
We demonstrate our commitment to human rights by being a signatory to, or otherwise
committing to uphold a number of international commitments, including the UN Decla-
ration of Human Rights, the UN Guiding Principles on Business and Human Rights, UN
Global Compact, the UN Environment Program - Finance Initiative, the Equator Princi-
ples and the OECD’s Guidelines for Multinational Enterprises.

We recognise that human rights concerns can arise not only in our own operations, but
also via interactions with external parties, including our business relationships, custom-
er interactions and financing investments, supply chain management and the commu-
nities we serve.

In September 2016, we published our Human Rights Policy which you can read here.
The Policy sets out NABs approach to incorporating human rights decision into our risk
management framework and is informed by the UN Guiding Principles on Business and
Human Rights. This includes conducting our business in a way that respects the rights
and dignity of people, and avoids complicity in human rights abuses, while complying
with applicable legal requirements. Our Policy includes commitments to:

* Avoid causing? or contributingl to adverse human rights impacts through NAB’s
own business activities, and address such impacts if they occur.

* Seekto prevent or mitigate adverse human rights impacts associated with NAB’s
third party relationships that are directly linked1 to NAB’s operations or NAB’s
products or services.

3 Refer to UN Office of the High Commission for Human Rights - Frequently Asked Question About
the Guising Principles on Business and Human Rights 2014 pp 31 to 32 for explanatory text in
relation to ‘cause’, ‘contribute’ and ‘directly linked".


https://www.nab.com.au/content/dam/nabrwd/About-Us/corporate-responsibilty/Shareholders/images/human_rights_policy.pdf

* Have grievance* mechanisms to allow those adversely affected to raise concerns
and seek remedy?® (as appropriate).

We also reflect our commitment to human rights in relevant policies and procedures,
risk assessment processes, due diligence and training programs as part of our overall
approach to environmental and social governance (ESG) risk management. Our ESG
Risk Principles form part of our Risk Management Framework. NAB assesses applica-
tions for finance on a case by case basis based on a range of factors, such as ESG risk.
This includes the use of our ‘High Risk ESG sectors and sensitive areas list’ to identify
customers that may have a higher risk of ESG issues and where additional review and/or
due diligence may be required. More information on NAB’s approach to ESG Risk Man-
agement, including at origination and through the evaluation process, is available on
pl7, p40 and p42 in our 2016 NAB Dig Deeper Paper which is available on our website
here.

In the event that there is a risk of a customer failing to comply with law, or not meeting
NAB’s requirements, we will review the customer relationship and, where appropriate,
engage with the customer to understand how they are managing the risk. If this risk is
not being addressed to NAB’s satisfaction, we may exit the relationship. You can read
more information about our approach to ESG Risk Management here

We review our Human Rights Policy annually. We also provide an update on our ap-
proach to ESG risk management through our half year and full year investor presenta-
tions on our website.

We trust that this answers your queries about our approach to human rights.
RABOBANK

| write to you in reply to your e-mail letter of the 9th of March 2017 in which you request
information on how Rabobank has acted to seek to prevent, mitigate or address the hu-
man rights impacts addressed in the Public Eye report on diesel exports to Africa (‘Dirty
Diesel: How Swiss traders Flood Africa with Toxic Fuels’). This letter intends to provide
you with a response to the three specific questions raised in your letter.

Due to reasons of client confidentiality we are not able to confirm any banking rela-
tionship with any company, including the companies mentioned in your information
request. Furthermore, we cannot respond to any of the questions that relate to spe-
cific companies as indicated in your request. As you may know, we are currently in a
constructive dialogue within the Dutch Banking Sector Agreement to define the reason-
able boundaries of client confidentiality and its impact on the transparency banks can
provide in relevant CSR related cases like the one you raise in your briefing. During this
dialogue we will maintain the existing way of working. We ask your understanding for
this and will disclose in this letter how Rabobank in general conducts due diligence and
engages with its clients on sustainability issues.

4 Refer UN Guiding Principles for Business and Human Rights. A grievance is defined as a perceived
injustice evoking an individual’s or a group’s sense of entitlement, which may be based on law,
contract, explicit or implicit promises, customary practice, or general notions of fairness of ag-
grieved communities.

5 Refer UN Guiding Principles for Business and Human Rights. Remedy may include apologies,
restitution, rehabilitation, financial or non-financial compensation, as well as the prevention of
harm through, for example, injunctions or guarantees of non-repetition.


http://digdeeper.nab.com.au/assets/documents/2016%20Dig_Deeper_Report.pdf
https://www.nab.com.au/about-us/corporate-responsibility/shareholders/esg-risk-management

Question 1: can the bank please confirm whether it has conducted human rights due dili-
gence on Vitol and Trafigura specifically, and if so, outline this due diligence process,

In our sustainability policy framework (https://www.rabobank.com/en/images/sustain-
ability-policy-framework.pdf) we make clear commitments to both the UN Guiding Prin-
ciples on Business and Human Rights (UNGP) and the OECD guidelines for Multinational
Corporations (OECD guidelines). Both require appropriate human rights due diligence
to be carried out. The sustainability policy frame work is applicable to all products and
services and thus applies to all clients of Rabobank. This process is integrated in our
credit approval and review process and in client monitoring.

Rabobank’s human rights due diligence process is, among others, aimed at ‘knowing
and showing’ that human rights are not infringed upon in the course of doing business.
We base ourselves on the (requested) information received from our clients, which in-
formation is tested against our own research and specialized sources on a daily basis. It
consists of:

a) Identifying and assessing actual and potential human rights impacts
b) Integrating and acting upon the findings

c) Tracking the effectiveness of the response

d) Communicating how human rights impacts are addressed

* The process will vary in complexity according to the size of the business enter-
prise, the risk of severe human rights impacts and the nature and context of the
operations.

* Itis different from other due diligence activities because it focuses on adverse
impacts on individuals and communities and on their rights, rather than only on
risks to the company.

* The fact that human rights risks may change over time means this is an ongoing
process instead of a one-off transactional analysis.

This process of human rights due diligence is part of the general due diligence process
on sustainability. These processes are subject to continuous development. In 2016, in
addition to the client photo that we make of each client to analyse their approach to-
wards and performance on sustainability, the expert opinion process was introduced
as an element of our credit approval and review process. This is an enhanced risk and
opportunities assessment for a group of high sustainability risk clients by a specialized
team from the sustainability department. For more information about this new process,
criteria for selection and also for more information on the client photo assessment and
public reporting on ongoing engagement processes with clients we refer you to our an-
nual report (https://www.rabobank.com/nl/images/jaarverslag-2016.pdf, p. 78-80 & ap-
pendix 4, p.134-138).

Question 2: can the bank please provide an overview of its response to the human rights
impacts identified in this briefing and its efforts to prevent and/or mitigate them,

Question 3: can the bank commit to engage, if it has not done so already, with Vitol, Trafig-
ura and other companies active in blending and selling high Sulphur fuels it is exposed
to, to insist that the companies stop exports of Dirty Diesel to Africa and elsewhere as a
requirement of receiving further finance.



Combined answer:

Following the publication of the Public- Eye report we made an in-depth analysis of the
information of the report, the factual situation, involved stakeholders and the context in
which the activities take place. We concluded that this is a very complex situation with
no short hand, simple solutions that solve the problem at short notice. In this respect
we do not share opinions, such as also as expressed in Banktrack’s draft briefing on p.
6 ‘that there are no practical barriers to the introduction of low sulphur fuels - only cost
implications’. Also the suggestion made in question 3 ‘to insist that the companies stop
exports of Dirty Diesel to Africa and ... will, without a wider effort, not result in an im-
proved situation for the people in West Africa. This does not mean that there shouldn’t
be efforts to see how the necessary transition can be made and how Rabobank uses its
leverage to stimulate a change.

A sustainable solution to mitigate the breach of the ‘right to health’ human right lies in
a transition path towards cleaner cars and fuels in Africa. This transition is a complex
trajectory and will need a shared diagnosis, all involved stakeholders in this arena and
a realistic time path. Although there seems to be a broadly shared understanding of the
problem and its adverse impacts to people in West Africa, we see that the views on the
problem and the solutions differ. We believe that a dialogue to agree on a shared under-
standing of the problem and possible solution is the first step. A trajectory towards im-
plementation could start from there. We support these efforts, inform ourselves about
existing initiatives and remain in dialogue with our clients and relevant stakeholders
known to us as part of this process, to leverage our influence for a positive and lasting
solution that helps improve the quality of petroleum products and any initiative taken
to accelerate the necessary transition.

| trust to have informed you sufficiently. We are open to further contact in the coming
weeks to elaborate in more detail on the topics addressed in this letter, while respecting
client confidentiality.

ROYAL BANK OF SCOTLAND
RBS provided a confidential response, as well as a public statement:

Whilst we do not comment on individual customers, we take any allegations of this na-
ture very seriously and conduct due diligence according to our Environmental, Social
and Ethical risk framework. We strive to have regular, open and frank dialogue with all
our clients and customers in sensitive sectors are subject to periodic review as well as
specific assessments as and when issues emerge.

SOCIETE GENERALE

You have offered us the opportunity to explain our human rights due diligence processes
in advance of the publication of Banktrack’s Human Rights Impact Briefing “Banks and
Dirty Diesel”.

Societe Generale’s role in financing the real economy makes it aware of the environ-
mental, social, and economic convergence issues at play within its sphere of influence
and makes it intent to factor them into its business. At a minimum, Societe Generale
requests its clients to comply with the environmental and social (E&S) laws and regula-
tions of each relevant country. Beyond, all E&S commitments of the bank are set out in
the E&S General Guidelines that constitute the global reference framework for applying
evaluation procedures. Regarding human rights, the General Guidelines list the initia-



tives that Societe Generale is committed to respect as the UN Global Compact, the OECD
Guidelines for Multinational Enterprise and the UN Principles on Business and Human
Rights.

Societe Generale serves the global natural resources and energy markets. As part of this
large business activity, trade finance teams provide short and medium term financing to
clients underpinned by commodity trade flows.

The bank implements E&S (including human rights) due diligence through procedures
enabling identification, evaluation, and, where relevant, prevention of risks, both at
transaction and client relationship levels. This E&S due diligence is commensurate to
the clients’ activities, their location and their positioning in the value chain. Information
from the civil society plays an important role at the identification stage.

As Societe Generale clients, Trafigura and Vitol have gone through the above described
process. Information of the last few months regarding the quality of car fuels in African
countries and debates around the role of the different actors of the value chain have
been factored in our reviews.

The involvement of Societe Generale with these companies is global and the cred-
it amounts the report is referring to are general purpose lines which globally finance
Trafigura and Vitol. Their trading of diesel in Africa is only a fraction of a much wider
activity.

Nevertheless, the issue of high-sulphur diesel in Africa has been an important part of
the on-going dialogue with these companies in the last few months. Societe Generale
shares the view that strengthening the fuel standards in the African countries where
such evolution has not yet started, will be the most effective way to tackle the issue and
will be part of the solution to raising air quality in Africa.

At this stage, the bank intends to continue the dialogue with its clients and better en-
gage with them and institutions and organizations such as the African Refinery Associa-
tion, the Climate and Clean Air Coalition or the UNEP Partnership for Clean Fuels and
Vehicles, that are already active on this matter, and more broadly on access to energy in
Africa.

STANDARD CHARTERED

Thank you for your letter of 9 March 2017. Due to client confidentiality, a legal obliga-
tion, we regret that we can neither confirm nor deny client relationships.

As we have shared in our previous email exchanges, Standard Chartered acknowledges
our responsibility to respect human rights, and expects the same from our clients. Hu-
man rights due diligence is part of our environmental and social risk assessment pro-
cess in accordance with our commitments set out in our public Position Statements and
where applicable through our application of the Equator Principles. This includes in-
vestigating, and engaging with clients, when specific concerns are identified, including
concerns raised by civil society.

We take the conduct of our clients seriously and engage with them to align with the
standards in our Position Statements. For additional information on our approach,
please see:


https://www.sc.com/en/sustainability/performance-and-policies/standards-and-policies.html

Summary of Environmental and Social Risk Assessment
2016 Sustainability Summary (pages 4 and 10)

Human Rights Position Statement

SUMITOMO MITSUI FINANCIAL GROUP

No Response
UBS

We apply an environmental and social risk policy framework to all our activities. Where
business or control functions responsible for identifying and assessing environmental
and social risks as part of due diligence processes determine the existence of potential
material risks, they refer the client, supplier or transaction to a specialized environmen-
tal and social risk unit for enhanced due diligence. In such a due diligence we typically
take different perspectives (including of the (potential) client; relevant (governmental/
regulatory) authorities; civil society & rights holders) into consideration. Unless agreed
by the (potential) client, we do not comment on the content of a specific due diligence
and / or engagement process.

UNICREDIT
Thank you for your e-mail.

Please consider that coherently with our practices we never comment on allegations
involving our customers.

For more details on our standards on the matter please refer to the dedicated section
on our website.


https://www.sc.com/en/resources/global-en/pdf/sustainabilty/Environmental_and_Social_Risk_Assessment.pdf
https://www.sc.com/en/resources/global-en/pdf/sustainability-review/2016-sustainability-summary.pdf
https://www.sc.com/en/resources/global-en/pdf/sustainabilty/Human_Rights_Position_Statement.pdf
https://www.unicreditgroup.eu/en/a-sustainable-bank/our-capitals/esg-approach/policies-and-guidelines.html

APPENDIX IlI: VITOL’S RESPONSE TO
BANKTRACK

Below we present Vitol’s response to the draft “Banks and Dirty Diesel” briefing in full,
followed by commentary from BankTrack and Public Eye.

BankTrack did not contact Vitol or Trafigura for a response to its draft briefing, as the
focus of the briefing was on the banks financing these companies, and as Public Eye has
already sought and received responses from these companies. However, Vitol contacted
BankTrack in March 2017 to enquire about the “Banks and Dirty Diesel” briefing, and
was provided with the draft of this briefing, as presented to banks.

VITOL RESPONSE TO BANKTRACK’S DRAFT “BANKS AND DIRTY
DIESEL” BRIEFING, APRIL 2016

Many thanks for asking us to provide you with information we regard as relevant in re-
spect of the specification of fuels delivered to West Africa.

Vitol takes the issue of air quality (both indoor and outdoor) in West Africa extremely
seriously. We completely agree that changes should be made to improve air quality in
West Africa and are supportive of initiatives, including changes in specifications, which
will improve air quality. Vitol was the only commodity company to attend the ‘Clean
fuels for West Africa’ event in December hosted by Lilianne Ploumen, Dutch Minister for
Foreign Trade and Development Cooperation and is always pleased to cooperate with
the authorities in any of the jurisdictions in which it operates where its expertise may be
of use.

As we have stated previously, it is not possible for any one company to determine the
quality of diesel sold at the pump. This can only be determined by the government of
the country where the product is sold. This is evident and undisputable if the facts are
considered in an objective and impartial manner:

1. Diesel can only be imported by a licenced importer. Vitol supplies importers in
West Africa, it does not import diesel.

2. The importers in West Africa will source from the cheapest reliable supplier. EU
specification is more expensive and therefore someone offering EU specification would
never be able to compete with non EU specification suppliers and would hence not be
selected to supply.

3. Any company’s market share (we estimate that Vitol has less than 20% market
share of diesel imports into West Africa), is dependent upon its ability to continuously
compete on price. The difference between winning bids and losing bids is usually a mat-
ter of cents. The price difference between EU spec and 3,000PPM is currently around $6
a tonne.

4, The product passes through co-mingled storage and / or pipelines. It is conse-
quently mixed with the product from other suppliers. There is no segregated supply
chain.

5. Marketing companies, such as Vivo Energy (in which Vitol currently has a 40%
market share), are obliged to buy product from the licenced importer / other intermedi-
aries which are not controlled by Vitol.



6. A supplier to the importer has no means of ensuring that the product is sold in
country. If Vitol, or any other supplier, were to supply EU specification (at a financial
loss) to an importer, there is nothing to stop the importer from reselling the cargo, at a
profit, and sourcing a cargo with a cheaper specification for local use.

The accuracy of the above can be confirmed by the regulatory agencies in each country.
If helpful, we would be happy to put you in touch with them.

To address your points specifically:

1. “We see no evidence of regulatory barriers to Vitol choosing to supply fuel of a
better quality”.

As is evident from the above, the barriers to Vitol supplying EU spec fuel to West Africa
result from the market structure and local regulatory framework. The absence of ‘regu-
latory barriers’ does not make something viable.

2. Itis also totally inaccurate to state that it is “technologically and legally possible”
for Vitol to only export fuels that meet the standards of its home countries.

Vitol is obliged to meet the specification of any market it supplies. This specification
is determined by the local regulatory authorities. Vitol cannot impose EU standards
on other markets. It is inaccurate and false to suggest that regulators in other markets
would be willing to accept any standards other than their own, for example, the US
would not accept a cargo of EU spec.

Other points of accuracy in your document you may wish to consider include:

3. You refer to Vitol having a ‘dominant’ position. The EU states that a company
with a market share of less than 40% is unlikely to be dominant. We estimate that our
market share of imported diesel in West Africa is less than 20% and therefore cannot
be accurately described as ‘dominant’. Please also note that this market share is based
solely upon our maintaining highly competitive pricing and could change at any time.

4, It is inaccurate to suggest that Vitol’s investment in marketing companies in Af-
rica enables it to supply these directly. As is clear from the above due to regulations, the
marketing companies are obliged to purchase from the importers. This can be verified
by the relevant local regulators. The business rationale suggested by Public Eye does
therefore not make any sense.

5. You quote Friends of the Earth Netherlands as saying that, in light of CIEL’s opin-
ion they expect Vitol to be prosecuted in the Netherlands. Vitol complies fully with its
obligations under Dutch law and regulations. Itis therefore difficult to see on what basis
it could be prosecuted.

6. You state that “there are no practical barriers to the introduction of low sulphur
fuels”. This is inaccurate and untrue. As stated above, there are practical barriers which
prevent one company from acting unilaterally.

There are no barriers to local regulators changing the specification for imports, as some
are planning on doing. However, additional practical barriers to the universal use of EU
specification fuels also exist. In countries where there is a local refinery, the refinery
would have to be closed or be given an exemption and time to upgrade (for example
the Ghanaian TOR refinery, produces 1,500PPM diesel). This point is recognised in the



Public Eye report.

The accuracy of our statements can be verified by independent and external third par-
ties. If the facts are considered in an impartial and objective manner, it is evident that
only action by governments and local regulators can effect the change required to im-
pact the fuel sold at the pump. As recognised by UNEP, companies have an important
role to play, working with governments and stakeholders, but without the appropriate
regulatory framework, can achieve nothing by themselves.

The Public Eye report highlights some very importantissues which should be addressed.
Unfortunately the report is biased, it does not paint an accurate picture and its conclu-
sions are flawed. You dispute our classifying the report as ‘propaganda’. Propaganda is
defined as “Information, especially of a biased or misleading nature, used to promote a
political cause or point of view”. Given the report’s selective use of data, failure to con-
sider all relevant information, focus on a limited number of the market participants and
flawed conclusions, it is logically impossible to consider it as anything other than propa-
ganda.

It goes without saying that we would be happy to provide any further clarification if that
would be helpful.

BANKTRACK AND PUBLIC EYE COMMENTARY ON VITOL’S RESPONSE

“Vitol was the only commodity company to attend the ‘Clean fuels for West Africa’ event
in December hosted by Lilianne Ploumen, Dutch Minister for Foreign Trade and Develop-
ment Cooperation and is always pleased to cooperate with the authorities in any of the
jurisdictions in which it operates where its expertise may be of use.”

BT/PE Commentary: We would like to note that a Vitol representative attended the
‘Clean fuels for West Africa’ event on a “listening basis”, the attendee did not speak.
Meanwhile the CEO of Vitol Switzerland was in Amsterdam at the time of the meeting
but did not attend.

“As we have stated previously, it is not possible for any one company to determine the
quality of diesel sold at the pump. This can only be determined by the government of the
country where the product is sold.

BT/PE Commentary: It is extraordinary for any company to declare that it cannot de-
termine the quality of the product it sells, within legal boundaries. It is also, as detailed
below, out of line with Vivo Energy (40% owned by Vitol)’s own marketing claims.

The quality of diesel and other fuel sold at the pump varies significantly within coun-
tries, as the tests carried out by Public Eye showed. Governments set the legal maximum
level of sulphur and other health-damaging substances by setting fuel standards, but
these do not prevent fuel being sold which is substantially better quality, e.g. lower in
sulphur, than these legal maximums allow.

“This is evident and undisputable if the facts are considered in an objective and impar-
tial manner:

“1. Diesel can only be imported by a licenced importer. Vitol supplies importers in
West Africa, it does not import diesel.”



BT/PE Commentary: This is often the case, but makes little difference to the argument
that Vitol is supplying low-quality fuels to West Africa - it only clarifies that there are
third party ‘middlemen’. Indeed, sometimes these middlemen are partially owned by
Vitol. For example in Ghana, Vitol works with and has equity stakes in local importers
such as Cirrus/Woodfields & Ebony, both licensed importers.

Vivo Energy, which is only active in Africa, stated in a corporate brochure: “We are for-
tunate that, through Vitol and the fast-growing storage and terminals business, VTTI,
we benefit from unique access to a truly global integrated supply chain with the world’s
largest physical energy trader.” In another brochure it states: “We will add storage ca-
pacity and handling capability in partnership with Vitol and we are benefiting from cost-
efficiencies arising from our direct line-of-sight of the entire supply chain.” Vivo operates
Shell petrol stations in 16 African countries. When Vivo says it benefits from a “globally
integrated supply chain” this indicates that it and Vitol have control over the fuel quality
all the way to the pump.

Vitol also talks, below, of its “market share of diesel imports”, indicating it recognises
that the terminology we have used is appropriate.

“2. The importers in West Africa will source from the cheapest reliable supplier. EU
specification is more expensive and therefore someone offering EU specification would
never be able to compete with non EU specification suppliers and would hence not be
selected to supply.”

BT/PE Commentary: While higher quality fuels are likely to be more expensive, the im-
pact of this depends on the extent of this price difference. If the price differenceis in fact
rather small, traders such as Vitol and Trafigura should be able to absorb this difference
within their margins, making a smaller profit. The evidence indicates that this is in fact
the case.

In January 2015, five East African countries (Burundi, Kenya, Rwanda, Tanzania and
Uganda) improved their standards from 500 to 50 ppm with no impact on the price at
the pump. According to Edward Mwirigi Kinyua of the Kenyan Energy Regulatory Com-
mission, the “burden [of the cost] has been pushed to the international traders”. Vivo
Energy certainly knows this, as they operate in Kenya as well. Vivo even states that it
was “proud to win the first cargo, and be the first oil marketer to import low sulphur fuel
diesel into Kenya, with 50 ppm sulphur.” (Public Eye reply to Vivo Energy’s response to
the Dirty Diesel report). In October 2016 the Chamber of Bulk Oil Distributers in Ghana
said in a press statement: “(T)he CBOD has in conjunction with international traders
been exploring trading modules that will ensure that a change in the specifications will
not lead to an increase in ex-pump prices. After thorough analysis, we have concluded
that aligning with the Euro Specification of 10ppm will enable Ghana to benefit from
some economies of scale and savings from not blending (required for Ghana’s current
spec) which will offset any increase in the logistical cost indicated in point 1 above. We
are therefore confident that a move to the 10ppm will not lead to any material increase
in price. We expect a zero to 1% maximum change.”

In March 2017, editors from Platts also acknowledged that “the overall value differential
between higher sulphur fuels and lower sulphur fuels worldwide has actually narrowed
quite significantly, which kind of make the question of what is the real incentive of main-
taining high sulphur specifications as your import quality.” (Platts podcast (10m30s),
March 2017).



http://www.vivoenergy.com/Portals/1/270215_vivo_energy_corporate_brochure_eng.pdf
https://business-humanrights.org/sites/default/files/documents/Public-Eye-reply-Vivo-Energy-11-Oct-2016.pdf
https://business-humanrights.org/sites/default/files/documents/Public-Eye-reply-Vivo-Energy-11-Oct-2016.pdf
http://citifmonline.com/2016/10/03/bdcs-not-distributing-dirty-diesel-cbod/
http://www.platts.com/podcasts-detail/oil/2017/march/africa-seeks-cleaner-fuel-future

The Dirty Diesel report indicates that it is profitable to use cheap, low quality blend-
stocks for markets with weak standards. Better standards would merely decrease the
margins traders currently make on “African Quality” fuels. However to date, the compa-
nies have refused to share information on blend recipes and the profits they make on
these fuels. We ask Vitol and other fuel suppliers to provide the necessary data to prove
the case that they could not supply high quality fuels while remaining profitable. This
would also require transparency of traders about the production costs of African Quality
fuels and the blend recipes used.

“3. Any company’s market share (we estimate that Vitol has less than 20% market
share of diesel imports into West Africa), is dependent upon its ability to continuously
compete on price. The difference between winning bids and losing bids is usually a mat-
ter of cents. The price difference between EU spec and 3,000PPM is currently around $6
atonne.”

BT/PE Commentary: Using this conversion tool, a tonne of gasoil is 1,129 litres, so a
$6 difference in the price per metric tonne is equivalent to 0.53 cents per litre. For a 50
litre tank, this is a price increase of 26 cents. This difference is lower than Public Eye
calculated in its report. (For a refinery, the operational cost of lowering sulphur content
of diesel from 1000 parts per million (ppm) to 10 ppm only amounts to 1.7 US cents per
litre, which doesn’t even amount to one dollar to fill a 50 litre tank). This means market
conditions are now even more favourable than they were last year, as confirmed by the
Platts podcast quoted above. As stated above, the evidence indicates it is possible for
traders such as Vitol to absorb such price differences within their margins.

“4, The product passes through co-mingled storage and / or pipelines. It is conse-
quently mixed with the product from other suppliers. There is no segregated supply
chain.”

BT/PE Commentary: While fuel may be co-mingled in some circumstances, Vitol and
Vivo Energy frequently make marketing claims regarding the quality of their fuels, in-
cluding the statement above that Vivo “benefits from a truly integrated global supply
chain”. Elsewhere in its commercial communications, Vivo states that it aims to create “a
new benchmark for quality, excellence, safety and responsibility in Africa’s downstream
energy marketplace” and that it is proud to make “truly world-class products available
to all our African customers”. In Cote D’lvoire, Vivo declares that it “uses all the means
and tools necessary to ensure the latest international standards of quality [...] so that
Ivorian consumers benefit from what is best in terms of fuels when going to a Shell pet-
rol station.” If it can ensure its fuels meet the quality standards that it claims in its mar-
keting, it can influence factors such as the sulphur content as well.

As a fuel supplier, even where fuel is co-mingled, Vitol can meet its own responsibilities
by ensuring that its contribution to this co-mingled fuel meets low-sulphur standards. A
responsible supplier would act first, rather than waiting for the rest of the market to act.

“5. Marketing companies, such as Vivo Energy (in which Vitol currently has a 40%
market share), are obliged to buy product from the licenced importer / other intermedi-
aries which are not controlled by Vitol.”

BT/PE Commentary: As described above, the company owns stakes in or has business
relationships with many local licenced importers. Also, this differs from the “truly glob-
al integrated supply chain” described in Vivo Energy’s marketing, over which Vivo, and
hence Vitol, have “direct line-of-sight of the entire supply chain”. Vitol and Vivo Energy
must take responsibility for the quality of the products they sell.


http://www.thecalculatorsite.com/conversions/common/liters-to-metric-tons.php

“6. A supplier to the importer has no means of ensuring that the product is sold in
country. If Vitol, or any other supplier, were to supply EU specification (at a financial
loss) to an importer, there is nothing to stop the importer from reselling the cargo, at a
profit, and sourcing a cargo with a cheaper specification for local use.”

BT/PE Commentary: This situation differs from one country to another. In Ghana, for
example, private importers receive rights to import from the National Petroleum Au-
thority (NPA) based on criteria such as date, volume and product, which means the NPA
identifies a consumption need at a given moment in the country. This means the import-
er cannot simply re-export the product and buy a cheaper one later, but has to supply
the market following the NPA’s requirement.

It is interesting to see that Vitol, which accuses us of simplifying a complex issue for
“propaganda” purposes, simplifies the rules it has to follow and does not take into ac-
count that every country is different. Vitol needs to take responsibility for the fuel it sup-
plies. Theoretical bad practice by others in the supply chain should not be an excuse for
inaction.

“The accuracy of the above can be confirmed by the regulatory agencies in each coun-
try. If helpful, we would be happy to put you in touch with them.

“To address your points specifically:

“1. “We see no evidence of regulatory barriers to Vitol choosing to supply fuel of a
better quality”.

“As is evident from the above, the barriers to Vitol supplying EU spec fuel to West Africa
result from the market structure and local regulatory framework. The absence of ‘regu-
latory barriers’ does not make something viable.”

BT/PE Commentary: See above.

“2. Itis also totally inaccurate to state that it is “technologically and legally possible”
for Vitol to only export fuels that meet the standards of its home countries.

“Vitol is obliged to meet the specification of any market it supplies. This specification
is determined by the local regulatory authorities. Vitol cannot impose EU standards
on other markets. It is inaccurate and false to suggest that regulators in other markets
would be willing to accept any standards other than their own, for example, the US
would not accept a cargo of EU spec.”

BT/PE Commentary: Vitol is obliged to meet or exceed the legal standards in the mar-
kets it supplies. It can supply fuels which exceed the legal standards in terms of quality,
i.e. which have a significantly lower sulphur content than the legal maximum. Regula-
tors would most likely welcome this. For example, US regulators accept imports of diesel
at EU specifications, because the US has a limit of 15ppm in diesel, while the EU specifi-
cation is lower at 10ppm.

“Other points of accuracy in your document you may wish to consider include:

“3. You refer to Vitol having a ‘dominant’ position. The EU states that a company
with a market share of less than 40% is unlikely to be dominant. We estimate that our
market share of imported diesel in West Africa is less than 20% and therefore cannot
be accurately described as ‘dominant’. Please also note that this market share is based



solely upon our maintaining highly competitive pricing and could change at any time.”

BT/PE Commentary: We do not state that Vitol itself has a dominant position. The draft
briefing stated that “Swiss trading companies Vitol, Trafigura and Addax & Oryx Group
... have in recent years built a dominant position in the import and distribution of pe-
troleum products in many African countries.” Vitol is not present in every country, but
does have a leading position in several countries, including Ghana, Senegal and Nigeria.

“4, It is inaccurate to suggest that Vitol’s investment in marketing companies in Af-
rica enables it to supply these directly. As is clear from the above due to regulations, the
marketing companies are obliged to purchase from the importers. This can be verified
by the relevant local regulators. The business rationale suggested by Public Eye does
therefore not make any sense.”

BT/PE Commentary: See above.

“5. You quote Friends of the Earth Netherlands as saying that, in light of CIEL’s opin-
ion they expect Vitol to be prosecuted in the Netherlands. Vitol complies fully with its
obligations under Dutch law and regulations. It is therefore difficult to see on what basis
it could be prosecuted.”

BT/PE Commentary: This is the stated opinion of Friends of the Earth Netherlands, and
not for us to respond further.

“6. You state that “there are no practical barriers to the introduction of low sulphur
fuels”. This is inaccurate and untrue. As stated above, there are practical barriers which
prevent one company from acting unilaterally.”

BT/PE Commentary: Again, see above.

“There are no barriers to local regulators changing the specification forimports, as some
are planning on doing. However, additional practical barriers to the universal use of EU
specification fuels also exist. In countries where there is a local refinery, the refinery
would have to be closed or be given an exemption and time to upgrade (for example
the Ghanaian TOR refinery, produces 1,500PPM diesel). This point is recognised in the
Public Eye report.”

BT/PE Commentary: Imported fuels can meet low sulphur specifications without a re-
quirement for refineries to be upgraded first. This is the approach taken in the five coun-
tries which committed to introduce improved fuel quality standards in December 2016:
the standards applied to imported fuels first, with a requirement for national refineries
to be upgraded to the same quality by 2020. There is no need for importers to wait for
local refineries to catch up before addressing the quality of their own fuel.

“The accuracy of our statements can be verified by independent and external third par-
ties. If the facts are considered in an impartial and objective manner, it is evident that
only action by governments and local regulators can effect the change required to im-
pact the fuel sold at the pump. As recognised by UNEP, companies have an important
role to play, working with governments and stakeholders, but without the appropriate
regulatory framework, can achieve nothing by themselves.”



In fact, Rob de Jong, Head of UNEP transport unit, has stated: “For example, diesel fuels
shipped to Nigeria and neighboring countries are at 3,000 parts per million sulfur. While
thisis notillegal, as standards in receiving countries are lacking or outdated and aware-
ness is limited, it is unethical and unacceptable. [...] As we continue to introduce and
sharpen standards in African countries, we also need to see action from the mainly
western exporters of dirty fuels and vehicles. We need the West and Africa to agree
that cleaner fuels and vehicles are most welcome, and will save lives, but that the era of
environmental dumping is over.” (Our emphasis.)

“The Public Eye report highlights some very important issues which should be ad-
dressed. Unfortunately, the report is biased, it does not paint an accurate picture and
its conclusions are flawed. You dispute our classifying the report as ‘propaganda’. Prop-
aganda is defined as “Information, especially of a biased or misleading nature, used
to promote a political cause or point of view”. Given the report’s selective use of data,
failure to consider all relevant information, focus on a limited number of the market
participants and flawed conclusions, it is logically impossible to consider it as anything
other than propaganda.

“It goes without saying that we would be happy to provide any further clarification if
that would be helpful.”

BT/PE Commentary: We thank Vitol for directing us towards this definition of the word
“propaganda”, but leave it to readers to draw their own views regarding the accuracy of
the Dirty Diesel report, BankTrack’s briefing and the responses provided by companies.
Vitol’s response indicates a refusal to take responsibility for the quality and sulphur con-
tent of the fuel it supplies as well as the fuel it retails, which its customers, business part-
ners and financiers should find alarming. We maintain that Vitol and other fuel traders
can choose to deliver fuel which meets higher quality standards than those laid down by
national regulations, and that where such regulations are weak; it is their responsibility
to do so.


http://www.unep.org/stories/story/exporting-pollution-dumping-dirty-fuels-and-vehicles-africa
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