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Dexia sent the following statement to the Business & Human Rights Resource Centre in response to the report by Netwerk Vlaanderen "Where do you draw the line? - Research into the financial links between five bank groups and companies that abuse human rights", Nov 2005:
http://www.netwerkvlaanderen.be/en/files/documenten/campaigns/banksandhumanrights/Were_Do_You_Draw_The_Line_Nov2005.pdf
27 January 2006

Principal observations
concerning the report by Netwerk Vlaanderen

on banks and human rights
Like four other Belgian banks (AXA, ING, Fortis and KBC), Dexia was questioned during a survey carried out by Netwerk Vlaanderen on the question of how the bank takes account of “respect for human rights in its general financing policy”.
At the beginning of August 2005, Dexia sent Netwerk Vlaanderen a complete account of the various initiatives taken by the bank as well as the policies implemented in the field of human rights. 

The report was made public by Netwerk Vlaanderen on Tuesday 15 November 2005, without any prior exchange having taken place with the banks concerned.

A first exchange will take place at the end of January 2006 between Netwerk Vlaanderen and Dexia.

1. Capital holdings in companies: 
In its report, Netwerk Vlaanderen indicates that the banks “invest” in fourteen companies “involves in serious breaches of human rights” and refers more particularly to Total and Wal Mart. 
A distinction should nonetheless be made between holdings on the one hand and the selection of companies within the context of investment fund management on behalf of our clients.

1.1. Holdings (investment portfolio):
After verification on 31 October 2005, it was shown that Total is the only company in the list of companies referred to by Netwerk Vlaanderen, of which Dexia holds stocks in its investment portfolio.

1.2. Asset management: 
· As regards the position of Dexia in the field of management of active SRI (Socially Responsible Investment) investment funds open to the public, Dexia Asset Management avoids capital holdings in companies for which there exists definite proof of the systematic non-respect for human rights. So, in the list of companies presented by Netwerk Vlaanderen in its report, none appear in the SRI investment products of Dexia Asset Management. 
· A complete file was sent to Netwerk Vlaanderen at the beginning of August 2005 clarifying the manner in which the SRI products of Dexia Asset Management (based on the methodologies of screening agencies) take account of criteria associated with human rights. It is nonetheless to be noted that extra-financial organisations do not share a common opinion in the final assessment of the controversial companies cited by Netwerk Vlaanderen. 
· In September 2005, Dexia Asset Management developed and internalised its own methodology for the selection of stocks in which the “human rights” dimension is pertinent  (in particular: child labour, forced labour, freedom of association, non-discrimination/diversity, impact of local economies, local nuisances and so on). Beyond the assessment of companies on the basis of “best-in-class” criteria, Dexia Asset Management also applies a filter enabling it to avoid investing in companies as regards which there exists definite proof of systematic non-respect for human rights. 
So, as Netwerk Vlaanderen recognises in its report that “those who so wish are directed towards the sustainable products of Dexia”, the bank urges its clients to invest in SRI funds integrating the criteria of respect for human rights in the selection of stocks. Similarly, Netwerk Vlaanderen notes the positive manner in which “Portfolio 21” also succeeds in excluding companies which do not respect “human rights at work” in the management of its insurance reserves.

· As regards active non-SRI investment funds open to the public, specific exclusion criteria are not applied. It is in fact important to note that, as manager, Dexia Asset Management has received mandates from its clients to optimise the financial management of their funds, but has not received mandates to apply non-financial exclusion criteria other than those arising from legislation or regulation.
2. Project financing : 
· As for the financing of the BTC oil pipeline, it is recalled that Dexia expedited the independent studies necessary to ensure that the BTC project properly observed the Equator Principles (EP). This indeed proved to be the case. To the knowledge of Dexia, other banks participating in the financing, including the SFI and the BERD as well as other banks which were signatories to the EP with identical requirements, have not expressed any reservations concerning this project. 
· It is important to note that Dexia has not granted financing to the Total projects in Burma. 

3. Commitments: 

The Netwerk Vlaanderen report indicated that no trace was found of “any express reference to human rights in the financing policy [of Dexia], or in the annual report or in the sustainable development report”.
It should be noted that a complete statement has been sent to Netwerk Vlaanderen as regards the Dexia policy of responsibility and commitment. It is further recalled that Dexia applied the laws and regulations in force. On the basis in particular of the report “Sustainable Development 2004” from the Dexia Group (www.dexia.com/docs/2005/20050511_AG/VoletC_UK/20050511_VoletC_UK.pdf), we have drawn attention most particularly to the following points :

· Commitment to the Global Compact of the United Nations in December 2002: the list of ten commitments is included in the report “Sustainable Development 2004” (see flap). 

· Adoption of a policy concerning the financing of armament industries (elements included in the Netwerk Vlaanderen report in May 2005).

· Adoption in February 2005 of a Charter concerning relations with suppliers in particular reflecting the need for respect for human rights at work in the choice of suppliers. 

· The report “Sustainable Development 2004” presents the “Principles of social management” and the Dexia Group policy for the management of human resources (commitment to non-discrimination and freedom to belong to a union), as well as the internal policy in favour of diversity and the place of women in the company.
· This commitment in favour of the observance of human rights also appears in the application of the Equator Principles, mention of which is made in the report “Sustainable Development 2004” (it was difficult to list all the nine operational policies and the 69 guidelines …).
· In our responses to the questionnaire from Netwerk Vlaanderen, we have drawn attention to other aspects of Dexia policy included in the report “Sustainable Development 2004”: in favour of access of populations to essential goods (pages 12-13); in the field of offering a basic banking service (pages 22-23).
In conclusion, we have drawn the attention of Netwerk Vlaanderen to the necessity of clarifying the Group’s positions in relation to the constraints and logics specific to each of the Dexia activities. It seems to us, moreover, that all the commitments and initiatives of Dexia offer a particularly comprehensive framework of good governance and are evidence of our desire constantly to progress in taking account of all the issues of human rights.
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� Netwerk Vlaanderen report: ”Where is the limit? Study of the financial links between five bank groups and companies which breach human rights”.





� As this relates to the asset management side, it is recalled that Dexia Asset Management offers a complete range of investment funds based on the criteria of Socially Responsible Investment (SRI) (see pages 17 to 20 of the report “Sustainable Development 2004” on SRI and micro-credits) and which take account of the issues of human rights. Dexia Asset Management appears among European leaders in offering socially responsible investment products which represent a proportion of more than 13% of the total of its assets under management (namely an amount of EUR 12 billion as at 31 December. 2005). As for Belgium, it is recalled that Dexia Bank is leader in Belgium, (60%) in the marketing of SRI investment products, offering its clients a genuine alternative to traditional funds. Dexia Insurance Services offers a comparable choice with sector 23 products.





In the field of microfinance, Dexia Micro-Credit Fund represents a global amount of USD 90 million asd of January 6, 2006.





A note was also sent to Netwerk Vlaanderen concerning the “Portfolio 21” process, showing how the “human rights at work” dimension has been taken into account in the management of the insurance reserves of Dexia Insurance Belgium (DIB contributed to the establishment of “Portfolio 21” and was the first insurance company to apply it). The marketing policy of Dexia Insurance Belgium also integrates a principle of non-discrimination (race, sex, age and so on.).
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