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EXECUTIVE SUMMARY

Between 2012 and 2014, Switzerland imported 7,500
tonnes of mined gold from over 60 countries. It is one of
the largest importers globally, refining the equivalent of
70% of the world’s annual production. In 2013, the Feder-
al Council clearly recognised the risks associated with this
lucrative industry and underlined the importance of high-
er standards of corporate transparency and accountability.
Yet, efforts to stem the inflow of gold that may be the pro-
ceeds of corruption, environmental damage or human
rights violations remain embryonic.

In February 2014, and for the first time since 1980, the
Federal Council published statistics on the provenance of
Switzerland’s gold. Every year, the country imports thou-
sands of kilograms of mined gold worth millions of Swiss
francs from Togo, a non-producer country. This report
traces the true source of this “Togolese” gold—to Burkina
Faso.

In many of the artisanal mines across the country, gold is
extracted under abysmal conditions. Between 30% and
50% of the labour force are children who, alongside their
adult colleagues, work 12-hour shifts, day and night. Many
handle highly toxic substances, including mercury, unpro-
tected and on a daily basis. Security provisions are next to
inexistent and shaft cave-ins—at times fatal—occur fre-
quently. Work-related illnesses include respiratory and
pulmonary disease from excessive dust exposure, and
skeletal injuries from heavy lifting and shaft accidents. Ex-
cessive exposure to mercury seriously harms the digestive
and immune systems, lungs and kidneys.

At least 7 tonnes per year of this artisanal gold never makes
it onto the books in Burkina Faso and is instead smuggled
overland to Lomé, Togo. Among the primary Burkinabé
“comptoirs d’achat” (trading intermediaries) in control of
this illicit trade is SOMIKA, owned by El Hadj Adama Kin-
do, a powerful local businessman. SOMIKA denies any
wrongdoing. Once in Lomé, the gold is purchased by Wafex
Sarl, a subsidiary of an agglomeration of inconspicuous
companies owned by a family of Lebanese origin called Am-
mar Group. Wafex in turn exports the gold to Switzerland
using Ammar Group’s Geneva-based arm, MM Multitrade
SA, where it ends up in one of Switzerland’s “big four” re-
fineries, Valcambi SA. Valcambi then refines and sells on
the bars or ingots, crediting the equivalent value in troy
ounces of gold onto MM Multitrade’s account at Arab Bank
in Geneva.

The motivation for this illicit trade is simple: Burkinabé
comptoirs avoid paying export taxes of 500 FCFA (approx.
0.9 CHF) per gram of gold (in addition to all other corpo-
rate taxes on grams traded and corresponding profits),
while Ammar Group profits from Togo’s generous export
rates that are ten times cheaper. These activities cost the
Burkinabé state at least 3.5 billion FCFA (6.47 million
CHF) in 2014 —a sum equivalent to one quarter of the total
aid Switzerland sent to the country in the same year.

Burkina Faso’s gold rush in the early 2000s brought hopes
for mining as a means for reducing poverty in a country
ranked 7th least developed in the world. The labour-
intensive artisanal gold sector remains a crucial source of
employment for around 1.2 million of the country’s rural
dwellers. Yet, as this report shows, the people see little of
the revenues; instead, profits are accumulated into private
coffers, enriching a local and international elite.

Meanwhile in Switzerland, Valcambi, who profits from
this dirty trade, waxes lyrical about its “ethical, moral and
social standards”. In its compliance reports, the refinery
claims to be acting “in strict accordance with” the OECD
Due Diligence Guidance for Responsible Supply Chains of
Minerals from Conflict-Affected and High-Risk Areas and
its Supplement on Gold, and the London Bullion Market
Association’s (LBMA) Responsible Gold Guidance. It
claims to have the “highest traceability standards” over its
entire supply chain and every single lot of material pro-
cessed. And yet, it continues to purchase and refine gold
originating from mines run on what the International La-
bour Organisation terms the “worst forms of child labour”.

This report unveils the major shortfalls—or perhaps delib-
erate blind spots—in the refinery’s human rights due dili-
gence and efforts to trace the true origin of the gold it
refines. The gaping void between Valcambi’s official state-
ments pertaining to the OECD and LBMA guidance, and its
everyday compliance procedures, audited by KPMG, reveal
the former to closer resemble a public relations strategy
than a true commitment. We further illuminate how these
operations take place under minimal scrutiny from the
Swiss customs administration who, in the words of an an-
ti-money laundering official, “prefer not to know”.

Our research began based on a series of documents provid-
ed by anonymous sources. Over nine months, we conduct-
ed 45 interviews with government officials, customs au-
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thorities, anti-money laundering consultants, compliance
experts, non-governmental organisations (NGOs), lawyers,
bankers, gold miners, traders, unionists and journalists in
Switzerland, Togo and Burkina Faso, including in five of
the country’s artisanal mines. We contacted all companies
for comment: Valcambi and Ammar Group declined our re-
quests for meetings and did not respond to questions sent
by email; Arab Bank and KPMG refused to comment.

The Berne Declaration is not calling for a boycott of artis-
anal gold from Burkina Faso. However, business in such
contexts requires the utmost vigilance from all parties—so
much is made clear by the existence of gold-specific and
even artisanal gold sector-specific guidelines. Yet, despite
the existence of these guidance tools, controls on their im-
plementation are weak and companies are not sanctioned
in cases of breach. It is a reasonable expectation that com-
panies know and repeatedly verify the source of their
gold, but, as this report shows, voluntary measures are not
working. It is time for mandatory human rights due dili-
gence.

SUMMARY OF KEY RECOMMENDATIONS

To the OECD and LBMA

e Extend the guidance tools to include all companies

sourcing mined gold, not just those operating in high-

risk or conflict-affected locations.

Provide clear guidance for companies on how to con-

duct child labour due diligence in their mineral supply

chains.

e The LBMA should ensure that its “enhanced due dili-
gence” measures for gold from high-risk locations are
required the length of the supply chain, from mine to
refinery, irrespective of whether it is artisanal or indus-
trial gold.

e Ensure that companies are properly sanctioned for
breaching the guidance.

To the Swiss Authorities

e Legally oblige companies to conduct due diligence over
their entire supply chain to ensure that the gold that they
purchase does not cause, contribute to, and is not direct-
ly linked to, human rights violations, and to prevent the
purchase of, or trade in, illegally acquired commodities.
For more information, see Switzerland’s “Responsible
Business Initiative”.

e Fully implement existing procedures under the Anti-
Money Laundering Act (AMLA) that oblige refineries to
verify the legal origin of all imported gold.

® Require gold importing companies to declare both the
provenance and origin of mined gold to the Federal Cus-
toms Administration, and make this information public-
ly available.

To Valcambi and Ammar Group

e Valcambi should fully implement its Precious Metals
Supply Chain Policy with immediate effect, strengthen
its due diligence procedures to identify child labour
and other human rights risks in the gold supply chain,
and annually publish independent reports on its supply
chain due diligence.

e Valcambi should design and implement a remediation
plan with Ammar Group ensuring that the latter: adopts
and fully implements human rights due diligence in
line with the UN Guiding Principles on Business and
Human Rights; uses its leverage to ensure that the
mines it sources from cease to operate using the worst
forms of child labour, and to push for better mine man-
agement in terms of security for workers; purchases and
exports its gold directly from the country of origin; and
ensures that all gold purchased has been acquired in a
legal manner and taxed according to the law in its
country of origin.
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1. INTRODUCTIOGN

For thousands of years, gold has represented wealth,
beauty and divine principles. In Switzerland alone, such
connotations stimulate a demand that generates the gold
industry billions of Swiss francs (CHF) every year.! Be-
tween 2012 and 2014, the country imported on average
2,500 tonnes of mined gold? annually from over 60 coun-
tries.? It is one of the largest importers globally, refining
the equivalent of 70% of the world’s annual gold produc-
tion.*

In its 2013 “Background Report: Commodities”, the Fed-
eral Council clearly recognised the risks associated with
this lucrative industry and underlined the importance of
higher standards of corporate transparency and account-
ability.® Yet, efforts to stem the inflow of gold that may be
the proceeds of corruption, environmental damage or hu-
man rights violations haven’t materialised. The Swiss gov-
ernment continues to rely on the industry’s voluntary due
diligence initiatives, which, as this report shows, are large-
ly insufficient.

Indeed, in contrast to its more glamorous connotations, for
many local populations gold brings trouble. In the Demo-
cratic Republic of the Congo, it has been associated with
funding armed groups in one of the world’s deadliest con-
flicts since World War II. This gold was refined by two of
Switzerland’s major refineries—Metalor in Neuchéatel® and
Argor-Heraeus in Ticino,” among others. In Peru’s Madre
de Dios, the illegal trade has fed violence and caused grave
environmental damage. This gold was refined by PAMP in
Ticino.? In Mali in 2011, it was proven to be the fruit of
child labour®-gold imported by a small Geneva-based
company, Decafin, and refined by another Swiss major,
Valcambi in Ticino.'® The list goes on.’ All the refineries
denied any wrongdoing.

Burkina Faso and Togo are not countries that commonly
appear in reports on so-called “dirty gold”—Togo rightful-
ly so as, officially speaking, it produces none. Burkina
Faso, on the other hand, is Africa’s fourth largest gold pro-
ducer.'? In 2013, 96 % of the country’s official exports end-
ed up in Switzerland."®

This report tells the story of the rest: the estimated 7 tonnes
of artisanal gold from Burkina Faso that does not make it
onto the books, a large quantity of which is smuggled to
Togo and subsequently exported to Switzerland, where it
is refined by Valcambi.

This gold is the fruit of child labour. In many of the artis-
anal mines across the country, it is extracted under abys-
mal working conditions. Miners—adults and children—
work 12-hour shifts, day and night. Many handle highly
toxic substances, such as mercury, unprotected and on a
daily basis. Security provisions are next to inexistent, and
references abound in the local press on death tolls from
shaft collapses.!* Despite these arduous conditions, the ar-
tisanal mining sector remains a crucial source of employ-
ment in a country where almost three quarters of the pop-
ulation live in rural areas.'®

The product of this hard labour is sold on to a series of
intermediaries, known as “comptoirs d’achat” (comptoirs),
some of whom smuggle the pre-refined gold ingots—at this
stage the size of a packet of cigarettes and weighing no
more than 1 kg each—overland to Lomé, Togo. Among the
primary Burkinabé comptoirs organising the transport of
gold to Togo is SOMIKA, owned by powerful local busi-
nessman, El Hadj Adama Kindo. Once in Lomé, the gold is
purchased by Wafex Sarl, a subsidiary of Ammar Group,
which in turn exports the gold in batches of 50-100 kg to
Switzerland using its Geneva-based arm, MM Multitrade
SA (MMM). Valcambi SA then refines and sells on the bars
or ingots, crediting the equivalent value in troy ounces of
gold onto MMM'’s account at Arab Bank in Geneva, accord-
ing to our documents.

The motivation for this illicit trade is simple: Burkinabé
comptoirs avoid paying export taxes of 500 FCFA (approx.
0.9 CHF) per gram of gold, while Ammar Group profits
from Togo’s generous export rates, ten times cheaper.
These activities cost the Burkinabé state at least 3.5 billion
FCFA (6.47 million CHF) in 2014, according to our esti-
mates'®—a sum equivalent to one quarter of the total aid
Switzerland sent to the country in the same year.'”

Burkina Faso’s gold rush in 2005/2006 brought hopes for
mining as a means for reducing poverty. In 2009, gold be-
came the country’s chief export product.'® The employment-
intensive artisanal mining sector holds particular potential
for local populations as a complementary source of income
to seasonal agricultural production. Yet, ranked 180th (out
of 187 countries) on UNDP’s Human Development Index
2014, it doesn’t appear to be having the desired effect. The
population sees little of the revenues from this gold; instead,
the profits are accumulated into private coffers, enriching a
local and international (largely Lebanese) elite.
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1.1 TRACING THE TRUE SOURCE OF
“TOGOLESE” GOLD

In February 2014, after decades of internal and external
pressure, the Federal Council published statistics on the
provenance®® of Switzerland’s gold imports.?! In January
2014 alone, 1,287 kg of gold worth over 42 million CHF
was imported from Togo, a non-producer country.?? The
Berne Declaration raised this mysterious fact on Swiss
television,?® commenting how the publication of these sta-
tistics reveals far from everything about Switzerland’s
trade in this precious metal.

Six months later, a source, whose identity we wish to pro-
tect, gave us his explanation: the business model set up by
a Swiss importer to conceal child labour and avoid taxes in
Burkina Faso. This encounter marks the beginning of a
nine-month investigation undertaken to verify his claims
in three countries—Burkina Faso, Togo and Switzerland. In
October 2014, we set out to explore the true origin of this
gold imported and refined in Switzerland. The closer we
crept to its true source, the closer we were drawn to the
appalling conditions under which it is produced.

We began with the testimonies and documents provided
by our sources, including Swiss customs’ import certifi-
cates, Air France airway bills for batches of gold ingots, a
list of artisanal mine sites in Burkina Faso where the gold
is allegedly sourced and invoices for bank transactions.
Other sources informed us about our protagonists—the
Ammars, a wealthy Lebanese family who opened the Gene-
va branch of their group, MM Multitrade, to cut out their
Swiss intermediary, Decafin.?* To the Geneva authorities,
their explanation for this move was to “completely disas-
sociate themselves” from Decafin for “ethical reasons”.®
In reality, and as we explore below, ethical considerations
do not appear to be a high priority. Instead, with a subse-
quent de facto monopoly over the Togo—Switzerland sup-
ply chain, profit seems to be their primary and sole mo-
tive—the origin of the gold and their business model
remain unchanged.

We have conducted interviews with 20 different sources,
including the Swiss customs authorities, private consul-
tants, NGOs, lawyers, bankers and gold traders. In March
2015, we visited five artisanal mine sites in Burkina Faso
to trace and document the conditions along the supply
chain, from extraction to export. An additional 25 inter-
views were conducted here with Burkinabé miners, trad-
ers, unionists, non-governmental organisations (NGOs),
government officials and journalists. Next, we went to
Lomé to investigate why Togo, with its minute gold re-
serves, exports such large quantities of gold, and to try to
meet the Ammars. Finally, back in Switzerland, we con-
fronted all the parties involved with our facts and hypoth-
eses, and submitted our findings to Swiss compliance and
anti-money laundering experts. Valcambi and Ammar
Group declined our requests for meetings and did not re-

spond to the series of questions we sent, despite having
acknowledged receipt of our emails. Arab Bank (Geneva),
where MM Multitrade’s Swiss bank account is housed, also
refused to comment.?® KPMG, Valcambi’s auditor, respond-
ed to our email in a timely manner, but simply referred us
back to the refinery. In the following pages, we detail all re-
sponses; however, where requested, our sources’ identities
have been concealed.

By 2015, two sets of voluntary international standards pre-
vail over the gold sector and contain due diligence guid-
ance specific to refineries like Valcambi: the Organisation
for Economic Cooperation and Development’s (OECD) Due
Diligence Guidance for Responsible Supply Chains of Min-
erals from Conflict-Affected and High-Risk Areas (OECD
DD Guidance) and its Supplement on Gold; and the Lon-
don Bullion Market Association’s (LBMA) Responsible
Gold Guidance. The drafting of guidance specific to the
gold sector, endorsed by governments, industry and civil
society organisations, highlights the importance of, and
challenges particular to, this industry.

BOX 1: FROM THE UNGPs TO THE LBMA’'S
RESPONSIBLE GOLD GUIDANCE

In June 2011, the United Nations (UN) Human Rights Council
adopted the “Guiding Principles for Business and Human
Rights” (UNGPs).?” Drafted by Professor John Ruggie in
collaboration with governments, companies, business
associations, civil society, investors and others, the UNGPs
outline how states and companies should implement the
UN'’s “Protect, Respect and Remedy” framework in order to
better identify, prevent, mitigate and account for companies’
adverse impacts on human rights.

In the same year and with particular reference to the UNGPs,
the OECD updated their “Guidelines for Multinational
Enterprises”?8 and adopted their “Due Diligence Guidance
for Responsible Supply Chains of Minerals from Conflict-
Affected and High-Risk Areas”.?° The former provides
general guidelines pertaining to everything from human
rights to the environment to science and technology.

The latter was drafted with two specific objectives for
companies: to respect international human rights standards
and to avoid contributing to armed conflict through
sourcing practices along their supply chains.

In February 2012, the OECD Guidance was expanded

to include the “Gold Supplement”, directed at companies
sourcing gold from conflict-affected or high-risk areas,
according to their different positions in the supply chain.
This has been adopted and applied to gold refineries by the
London Bullion Market Association in their “Responsible
Gold Guidance”.3°



A GOLDEN RACKET

A Becne Declaration Investigation - September 2015 // 9

In what follows, we show where Switzerland’s “Togolese”
gold really comes from. We highlight the gaping void be-
tween Valcambi’s official statements pertaining to the
OECD and LBMA guidance, and its everyday compliance
procedures, revealing the former to closer resemble a pub-
lic relations (PR) strategy than a true commitment. We un-
veil the major shortfalls—or perhaps deliberate blind
spots—in the refinery’s human rights due diligence and ef-
forts to trace the true origin of the gold it refines. We fur-
ther show how these operations take place under minimal
scrutiny from the Swiss customs administration (AFD)

who, in the words of an anti-money laundering official,
“prefer not to know”.

1.2 GOLD TRADE DATA: RARE RECONCILIATION

The figures published by the Federal Customs Administra-
tion3' on Switzerland’s gold trade are available broken
down by country of provenance and destination. Annual
figures are available from 1982 to 2013, while from 2014
onwards, monthly data is provided. Access to this infor-

TABLE 1: RECONCILIATION OF GOLD TRADE DATA FOR BURKINA FASO, TOGO AND SWITZERLAND

Year Burkina Faso Togo
OFFICIAL GOLD TOTAL SWISS GOLD TOTAL TOTAL SWISS GOLD
PRODUCTION %7 GOLD IMPORTS FROM OFFICIAL GOLD IMPORTS FROM
(kg) EXPORTS3®¢ BURKINA FASO?3® GOLD EXPORTS*' TOGO*?
(kg) PRODUCTION*® (kg)
(kg)**
Industrial Artisanal or Total Quantity % of Burkina Quantity % of Togo's
Small-Scale (kg) Faso’s Total (kg) Total Gold
Production Exports
2005 1,257 nc 1,257 364 239 19 0 6,179 6,106 99
2006 1,010 nc 1,010 nc 152 tH 0 nc 6,251 nc
2007 753 363 1,116 876 371 25 0 10,159 9,164 90
2008 5,039 443 5,482 5,686 5,985 109 0 11,835 H=866=296
2009 11,615 535 12,150 15337 13,457 £ 0 12,955 11,466 89
2010 22,477 600 23,077 27,812 21,038 91 0 10,452 6,542 63
2011 32,132 468 32,600 40,944 31,894 98 0 16,469 EFO7AS /)
2012 29,196 973 30,169 nc 28,658 95 0 18,551 13,062 -=70
2013 30,225* 1,000* S22 =336 37,100 ) 0 nc 15,768 nc
2014 29,938* 1,000* 307938 5=nc SN 121 (96) 0 nc 6,904 nc
(8,000) (38,938)

This table reveals the discrepancies between:

a) the amount of gold Burkina Faso produced and the amount it exported since 2008;

b) the amount of gold Burkina Faso produced and the amount Switzerland imported (notably in years 2008, 2009, 2013 and 2014); and

c) the amount of gold Togo produced and the amount it exported from 2005 onwards. The numbers in brackets represent our estimates
of how much artisanal gold Burkina Faso really produced (i.e. that was unreported)-for the purpose of this report, we selected the
conservative figure of 7,000 kg; however, it could be as much as 20,000-30,000 kg per year.

* These quantities come from predicted production figures calculated in 2013 by Burkina Faso’s Direction Générale des Mines et de la

Géologie (DGMG).

** According to the EITI in 2014, Togo has some alluvial artisanal gold sites.** However, both EITl and the US Geological Survey’s “2011
Minerals Yearbook for Togo” also caveat that the majority of Togo's gold exported comes from neighbouring countries. There are
no industrial gold mines in Togo and no official gold production figures. The figures provided in Togolese media on the gold sector refer

only to exploration permits allocated, but no current exploitation.
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mation facilitates a comparison, for the first time, between
Burkina Faso and Togo’s production and export statistics,
and Switzerland’s imports.

As Table 1 shows, in 2011 Switzerland imported 98%
(31,894 kg) of Burkina Faso’s total (official) gold produc-
tion. In 2013 and 2014, it imported more than the recorded
gold produced, regardless of Burkina Faso’s period of pol-
itical upheaval in October and November 2014. On face
value, these figures appear strange: how could Burkina
Faso export more gold than it (officially) produced? This
discrepancy could be due to a number of factors, includ-
ing: under-reported production; the sale of gold stockpiles;
the sale of gold originating from neighbouring countries; or
just poor quality data.

Our research shows that there is indeed a large amount of
unreported gold in Burkina Faso. Local partners estimate
that the country’s artisanal production is closer to 8,000 kg
per year than the official figure of 1,000 kg (see brackets in
Table 1).32 Our on-site research also reveals that the com-
bined total output of just 3 mine sites (Tikando, Karenten-
gaand Aoura) comes to around 972 kg of gold per year3®—al-
ready over 97% of Burkina Faso’s official artisanal gold
production for years 2013 and 2014. By 2013, the govern-

ment had authorised 289 artisanal mining sites,** covering
over 50% of Burkina Faso’s territory.®> 8,000 kg per year is,
therefore, a conservative estimate; others assessed it to be
closer to 20,000-30,000 kg.%¢

Another puzzle arises for Togo: since 2010, the country has
been exporting the equivalent of around half of Burkina
Faso’s total official gold production per year—a large
amount for a country with no industrial mines and that
does not, officially, produce any gold. In 2012, over 70%
(13,062 kg) of this gold was imported into Switzerland.
Since mid-2014, Ammar Group has been responsible for
all Swiss gold imports from Togo, according to one of our
sources. Our investigation indicates that a large portion of
this is unreported and, hence, untaxed gold of Burkinabé
origin, as we explore below.
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2. GOLDEN FOOTSTEPS:

FROM THE SAHEL SCRUB

TO THE PALM TREES OF TICINO

2.1 "EVERYONE’S AT IT”, BUT AT WHAT COST?
Many of Burkina Faso’s artisanal mines are a stone’s throw
from the capital, Ouagadougou, and easily accessible by
road. Swathes of the country’s population draw important
revenues from artisanal mining—an alternative source of
income to highly seasonal agriculture in a country where
72% of the total population (12.2 million) live in rural
areas.** Indeed, from discussions with local authorities to
random meetings in hotel lobbies, one gets the impression
that ‘everyone’s at it’. The numbers only confirm this: ac-
cording to the government’s figures, over 200,000 people
depend directly on artisanal gold mining for their liveli-
hoods,*® while up to five times as many benefit indirectly
through employment in the informal services sector sup-
porting the mines.*® It is one of the country’s largest sources
of paid labour.

The epicentre of the sector, the mine sites themselves, vary
enormously in size and organisation. Many are small-scale
affairs run by local businessmen with little technical sophis-
tication or financial input. Other larger sites can span mul-
tiple square kilometres and attract thousands of miners
from Burkina Faso and its neighbours. Most are temporary
fixtures, springing up in no time upon discovery of a min-
eral deposit and disappearing just as quickly once the re-
serve has been exhausted, leaving nothing but scars etched
into the barren scrub and a hotchpotch of murky pools.

We visited five of these artisanal mines— Tikaré, Yabo, Alga
and Karentenga in the north, and Tikando in the south-
west—at least four of which either sell to, or are directly
controlled by, Adama Kindo’s comptoir, SOMIKA.4” At
first glance, Alga—one of the largest artisanal mines in
Burkina Faso’s Centre-Nord region with around 7,000
workers—appears just like any other rural settlement. On
closer inspection, the mineshafts become visible perched
on the side of a hill, resembling a series of human-sized
warrens that cascade down into a moon-like landscape
where the rock debris is processed (see Infographic 1,
p- 12). The entire panorama is painted grey by the dust of
the excavation material.

These mounds are organised with almost military preci-
sion, at least in terms of division of labour. Their spatial
organisation and security provision, on the other hand,
more closely resemble the anarchy for which they are re-
nowned. The mining area and town blend into one another
without any form of official demarcation. People eat, sleep
and work in the same space. Once the initial hole is creat-
ed using dynamite, shafts are dug by hand. Neighbouring
mining crews are informed in advance of planned explo-
sions and evacuated, but in the shafts just a few dozen me-
tres away, work continues as normal. Cave-ins—at times
fatal—occur frequently.*® Just weeks before we visited
Alga, 46 miners were allegedly killed when a shaft col-
lapsed.*®

BOX 2: ABDOULAYE AND ISSA’'S STORIES

Rl |

Tkare s heyday |s over. A few years ago, hundreds of miners
worked tlrelessIS/ today only two dozen remain, striving

] to extract the last trace's of gold from the mine’s exhausted

‘ slh'af'ts. But for 12-year-old Abdoulaye, Tikaré represents

i h'ope:'

”I Wasn e sent to school by my parents,” he told us. “I help
my father i in thefields, but as it is the dry season, |I've come
to the mine to earn money. | came to help my brother.

CIf 1 earn money, I'will go back in the rainy season to help my

parents: cultlvate
| , |

In reality, few children return home to attend school orf il
live with their parents. A group of boys we met at Tikando ¢
had already spent years away from home, travellmg
together from site to site.

“We were in Senegal until they closed down the mines,” '
Issa said. “We are not all from the same family, but we ' ' :
all come from the same village. I've never attended school ;
and my parents are still in Tenkodogo,” hundreds of
kilometres away. Aware that children under 18 years are not
allowed to operate heavy machinery as they do, Issa and |

his friends weren’t willing to tell us their true age
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Holes created using dynamite.
Shafts (up to 170 m deep) then
dug by hand, vertically and
horizontally to follow gold veins.
Ventilation efforts are makeshift,

and Grinding

Rock ground into fine

dust using pick axes and

grinding machines.
Excessive dust exposure

causes respiratory
diseases. ’

Y,

Injuries and
deformation from

&, f‘ heauy lifting.

(1 so the air is hot and stale. Extraction
:“w Asphyxiation and shaft and Tra nsport
' cave-ins are common. i Rock hoisted using
! simple winches, then e
RULIIRLR HIM Witk transported by hand e z
i or scooter to stone mills. "3 3 Crushing

Shaft Crews and

Labourers

Miners are organised in two
crews: diggers and those

that operate support functions.
Crews work 12-hour shifts,
24/7. Each crew is managed
and represented by a chief.
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BURKINA FASD’S GOLD RUSH '

Organisation of an Actisanal Mine :Sit'ef

Chemical Treatment
To isolate the gold, slurry is
treated with mercury.
More gold is recovered
from the remaining sludge
using cyanide.
Mercury seriously harms
the digestive and immune
systems, lungs and kidneys.

6 Smelting

A small smelter

is used on-site to

produce pre-refined
| gold bars.

and Washing
To separate the
gold-bearing material
from silt, debris is
panned and washed
in sluice boxes.

Mine Site Traders
Manager Responsible for placing gold GENERAL ISSUES
- - on the market. At smaller sites, 1
%?J;Cﬁlgﬁ\gigg,:;Cs“e { \ ~ actas intermediaries between * 30%-50% of workers are minors.
for coordinating on-site =y miners and “comptoirs d'achat”. Chrildren work at all stages of the production chain.
activities, enforcing } fo At larger sites, comptoirs may trade I
regulations and \ if}5  directly at the mine or even hold No access to safety eqmpment_
providing security. ; Lo the mining permit. Helmets, gloves, decent shoes and goggles are unheard of,
T even when handling toxic chemicals and heavy machinery.

Sanitation is poor.
As informal settlements, mining wllages have Inttle
planned infrastructure.

Photos: © Pep Bonet, Peter Dérrie and Vreni Jean Richard
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2.1.1 Children at Work

What stands out most is the composition of the labour
force. At the five mine sites we visited between 30% and
50% of the workers were children, while many of the adult
miners we interviewed also described how they began their
careers in the sector as children or teenagers.

Under Burkinabé law, the minimum working age is 16
years old and 18 years old for hazardous work.3? Children
under 18 years are explicitly forbidden from: working un-
derground; extracting minerals using chemicals, including
mercury and cyanide; extracting minerals using explo-
sives; grinding or pounding stones; washing or panning for
gold; transporting rock debris; and smelting metals.5!

Despite these legal provisions, the government’s efforts to
wipe out child labour on the ground appear to be failing.

Minors are generally active at every stage of the production
chain, though the conditions vary from site to site.5* Their
activities include: digging and descending the mineshafts,
at times up to 170 m deep; carrying sacks of ore to be pro-
cessed; crushing the ore manually and with heavy machin-
ery; washing and panning for gold; and processing the gold
ore using mercury. In two of the mine sites we visited, chil-
dren were banned from descending the shafts; in others,
due to their slight frames, they are the preferred choice. No
one has access to safety equipment; helmets, decent shoes
and goggles are unheard of.

Only the most “courageous” descend the shafts, explained
one interviewee. To help “give courage”, an array of alco-
hol, cannabis and amphetamines is available on-site.?® Ac-
cording to Mahamadi Sawadogo, who leads a UNICEF-fund-
ed project at Karentenga mine, amphetamines “go hand in
hand with artisanal mining”, taken to suppress hunger,
weakness and fear of working in the dark and claustropho-
bic shafts. In fact, a local researcher told us “they won’t go
down without them [drugs]”.5* The trade and consumption
of amphetamines is illegal in Burkina Faso, but access is
easy—several countries in the region are production and
trafficking centres.®®

Both children and adults are frequently exposed to mer-
cury, cyanide and other toxic chemicals used in ore pro-
cessing. Mercury, for example, attacks the central nervous
system. High levels of exposure can also harm the diges-
tive and immune systems, lungs and kidneys, and may be
fatal. In utero exposure can occur when pregnant women
are exposed, seriously threatening the development of the
child.5® Most people are unaware of the health conse-
quences of exposure to toxic substances and don’t know
how to mitigate the impacts.

Other work-related illnesses include: respiratory and pul-
monary diseases from dust exposure, such as silicosis;
muscular and skeletal injuries and deformation from heavy
lifting and shaft accidents; hearing loss from operating the

heavy machinery; and accidental blindness from chemical
exposure.’” A few people sport eye masks of the sort issued
to passengers on long-haul flights, but neither the miners
nor the stone crushers have access to proper respiratory
masks that could mitigate the impacts of excessive dust
exposure.

One interviewee reported that around 25% of children
working in artisanal gold mines are victims of work-relat-
ed accidents leading to injuries.®® In two-thirds of these
cases, they did not receive any formal treatment.

Many first come into contact with mining activities on
their mothers’ backs. When the dry season hits, many
women flock to the mines to recover gold from excavation
material, abandoned sites or to wash and process the ore in
search of household income. In such circumstances, tod-
dlers less than a year old are in direct vicinity of dust,
noise and harmful chemicals.

Other children—especially boys—are attracted to gold min-
ing by the money. Many live within walking distance of
the mines and have miner friends who can facilitate their
job hunt; others who live more than a day’s walk away
from the mine come alone. Just like adult miners, children
migrate rapidly and independently depending on labour
demands and the profitability of the mine sites.

Children often become mine workers at a very young age,
abandoning school and any hope of a career outside of the
artisanal sector. According to Mahamadi Sawadogo from
UNICEF, “once children are involved with mining, they
never want to go back to school. [...] Even if you pay their
school fees they can already earn money, so they say that
school is not worth it.”?® The prospect of earning up to
5,000 FCFA per week (approx. 9 CHF) in a country where
most people earn less than the official minimum wage of
32,798 FCFA per month (approx. 59 CHF) makes returning
to a formal education seem unappealing and unnecessary.

Although some underage miners do contribute to much-
needed household income, the involvement of children in
hazardous mining activities is neither an economic neces-
sity nor unavoidable. As in the case of Tikando, certain
mine operators have implemented and successfully en-
forced bans on children descending mineshafts.

When contacted, SOMIKA’s representatives denied all al-
legations of child labour in the mines where they purchase
their gold.5°

2.2 THE ROAD TO LOME

As detailed in section 1.2, we approximate that Burkina
Faso’s artisanal gold production is closer to 8,000 kg than
the official figure of 1,000 kg. These numbers beg the ques-
tion: what happens to the 7,000 kg of gold that do not make
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Albert Oussé is proud of his
accomplishments. He runs
several mines in the vicinity of
Gaoua, south-west Burkina Faso.
Under his watchful eye is
Tikando, the country’s largest
artisanal mine site with around
9,000 workers and a monthly
output of up to 50 kg of gold.
This mine alone equates to

Lt | | around 60% of Burkina Faso’s
official annqal artisanal gold production and, in Oussé’s
~words, is the best organised one.

Indeed, Tikando does appear well organised. Unlike Alga,
-:productlon and living areas are largely separate. Although
iohl](!lren are present and conduct tasks such as operating
t,he: stone crushers, Ousseé has successfully enforced a ban
onchildren 'descending the mineshafts. He further ex-
'[.jiiainéd to us that his men keep tabs on the shafts’ stability
.a}nd iclose them if heavy rains threaten their safety. Local
miners confirmed that large-scale accidents have become
| rare here. :

‘ Mr Ousse hasn’t always been in mining. A native to the
area he began eight years ago when a group of diggers
=apprqached his father to request permission to dig a shaft
on'his land. Tourlng the site with him, we felt his sense

of responslblllty towards the miners and local population.
bl {

BOX 3: ALBERT OUSSE, “THE GOLDFATHER”

But Albert Oussé is also the quintessential ”bigimla,n'".;
Marching us around the mine, he struck an imposing figure; ‘
and is clearly aware of his power, influence and wealth Men
we passed surrounded him to pay their dues. At one point,:

he ordered the driver of his' SUV to pull up next to a group of
workers busy shovelling sand into a stone mill. “Tell your
boss that he must call me” ‘
“I want the money by tomorrow morning. Tell him, if he "' , f
doesn’t pay up, he can’t work here anymbre and m'uglst il
leave.” Later, the man in question approached OuaSé and '

, he yelled out the window. |

handed him a large wad of bank notes. | Lol ! RS
' HEELREE
Qussé claims 20% of the valuable rock output of all Tikan- | |
do’s shafts, plus the majority of the output of several shafts
that he finances personally. As site manager and permit !
holder, he further demands that each of the 195 hangars sell
him 1 g of gold per week. The price, he tells us;81is: leed
according to global markets. In return, Qussé enforces
secunty with a cadre of ex-army, and ex- pollce offlcers and

“manages relations” with locals. i i f .' l.\_

In addition to his managerial responsibilities, Albert Ouesé |
is regional president of the mineworkers’ union, rears cattle
and is a farmer. “I'm also a politician, an officiall of the
principal party CDP [Congrés pour la démocratie et le ol
progres]”, he tells us. He goes on to explain, however, that‘.I (i
he will change party allegiances soon, as CDP has fallen

out of favour since ex-President Blaise Compaoré’s faII in
October 2014. | it

it onto the Burkinabé authorities’ books? From Burkina
Faso to Togo to Switzerland, we retraced the path of a large
portion of this gold.

From the mine site, gold is sold on to comptoirs (trading
houses), most of which are based in Ouagadougou (see In-
fographic 2, p. 18). One of the largest comptoirs in Burkina
Faso, SOMIKA, receives gold from at least four of the five
sites we visited —Tikaré, Yabo, Tikando and Karentenga.5?
Multiple sources we interviewed further confirmed that
SOMIKA is one of the main suppliers of the Ammar
Group’s subsidiary, Wafex, in Lomé.%?

While some of SOMIKA’s gold is officially declared and
cleared for export or resale in Ouagadougou, our research
shows that the rest is smuggled overland to Lomé, Togo.
“In all honesty, there are pretty much no legal gold exports
from Burkina to Togo”,%* a representative from Burkina
Faso’s Ministry of Mines (BUMIGEB) told us. He further
explained how, upon arrival at customs on the Burkina
Faso/Togo border, one is most likely to need a “homme de
confiance” .5

Once in Lomé, the gold is “legalised” —it is declared and
enters the formal trade system, in turn coming to com-
prise a share of Togo’s thousands of kilograms of annual
exports of gold that it does not produce. According to one
interviewee,%® a trader from Burkina Faso, traders in
Lomé, including Wafex, do not require their Burkinabé
clients to present documents authorising the export of
gold, instead preferring to operate on an “ask no ques-
tions” basis. The interviewee explained how Wafex is a
particularly popular counterparty due to its policy of
“just handing over the cash [...]. They don’t care about
receipts and stuff.”

This illicit trade lines the pockets of Burkinabé comptoirs
feeding into the clandestine Ouagadougou—Lomé pipeline,
notably SOMIKA. By exporting allegedly unrecorded gold
to Togo behind the backs of the authorities, they avoid
Burkina Faso’s precious metals export taxes amounting to
500 FCFA per gram of gold.”” In fact, they avoid all
Burkinabé taxes calculated on quantity of gold exported
and corresponding profits.”® In doing so, SOMIKA and
others are violating national law.””
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SWITZERLAND’S "TOGOLESE" GOLD SUPPLY CHAIN

Every year, Switzerland imports thousands of tonnes of mined gold. We know very little about
the true origin of this precious metal. Swiss refineries claim that their supply chains are
subjected to very strict controls, yet, contrary to these glossy statements, our investigation
unveils the contraband networks hidden behind Switzerland's imports of “Togolese” gold.

This is in fact gold originating from Burkina Faso, where it is extracted by children and smuggled,
to avoid taxes, over the border to Togo.
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A GOLDEN RACKET

SWITZERLAND'S GOLD INDUSTRY
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In 2014 alone, these activities represented a loss in earn-
ings for Burkina Faso of at least 3.5 billion FCFA (6.47 mil-
lion CHF) in gold export taxes alone (see Table 2), a sum
equivalent to one quarter of the total aid Switzerland sent
to the country in the same year.”® (And this is calculated
using the conservative estimate of 7,000 kg smuggled per
year). To this, we can add the Burkinabé state’s loss in
earnings from the corporate taxes that SOMIKA and others
would be paying if they declared the gold.”®

In turn, by basing their gold export operations in Lomé in-
stead of Ouagadougou where they also have offices, Am-
mar Group profits from Togo’s tax of 45 FCFA per gram of
gold exported —ten times less than if the group was export-
ing directly from Burkina Faso.

If we suppose that all the gold Ammar Group exports from
Togo originates in Burkina Faso, over 98% of the losses
suffered by the Burkinabé state (3.45 billion FCFA) were
incurred on gold that ended up in Switzerland. In other
words, the 6,904 kg of gold imported into Switzerland and
refined by Valcambi in 2014 could have deprived the
Burkinabé state of up to 6.38 million CHF; profit that
would have instead fallen into private hands.

2.2.1 “Un homme de confiance”: Impunity or
Complicity among Burkinabé Officials?

As quoted earlier, BUMIGEB’s representative has a point:
how could SOMIKA and others physically smuggle 7,000 kg
of gold per year (583 kg per month) without a “homme de
confiance” to smooth the process?

BOX 4: AMMAR GROUP: OF TYRES AND GOLD

Both Wafex Sarl (registered in Lomé, Togo) and MM Multi-
trade SA (registered in Geneva, Switzerland) are part of the
Ammar Group. Founded in 1989 by three brothers—Elias,
Antoine and Joseph Ammaré’—from Damour, Lebanon, it is
an inconspicuous outfit to say the least.

According to our documents, Ammar Group is mainly active
in West Africa. It is a leading exporter of mined gold from
Benin and Togo-—activities run by two of its ten subsidiaries,
Oba N’Chola and Wafex Sarl. Both companies hold licences to
trade gold. Via Wafex and MM Multitrade, its Swiss arm,
Ammar Group is responsible for around half of Togo’s total
gold exports.?8 Our documents also detail that, “historically,
all [of Ammar Group’s] gold exported from Togo and Benin
has been refined and sold in Switzerland”. According to these
reports, in 2012 Ammar Group had a metals account at
Lombard Odier, one of Geneva's prestigious private banks.

In 2011 the Group’s “turnover in Swiss banks” amounted to
575 million USS$, a figure estimated at the time to reach

750 million US$ by 2014.6°

Yet, despite Ammar Group’s weight in the sector, there is

no mention of its gold activities online. Its website refers only
to its tyre business (it is the region’s second tyre distributor
for Goodyear). The group also has a German subsidiary

in real estate called A&A Immobilier. We have been unable to
identify where Ammar Group itself is registered, if such

an entity truly exists.

Since contacting Ammar Group with our questions in May
2015, its website’? has disappeared. Neither Wafex nor

MM Multitrade have their own websites. The only information
we have been able to glean on these companies is via the
Swiss business registry,”! EITI Togo’2 and the documents
provided by our sources. The latter state that in 2012, when

MM Multitrade was first registered in Geneva, Ammar Group
was primarily composed of three companies: Socofin Sarl in
Kaslik, Lebanon; Wafex Sarl in Lomé, Togo (founded in
1991); and Oba N'Chola in Cotonou, Benin. All three, as well
as MM Multitrade, are owned in equal shares by the Ammar
brothers. Consistent with Ammar Group'’s obscure approach
to online communications, when we visited Wafex in

Lomé, we found its gold office hidden in the “Goodyear
Building”, nestled away among mountains of rubber tyres.

MM Multitrade SA

MM Multitrade (formerly MM Multitrade Metals SA) was
founded in Geneva in March 2012 to act as a service provider
for Ammar Group’s “refining-related services and operations
related to precious metals and currency.”’3 At the time, Ammar
Group's gold imports into Switzerland already totalled over
8,000kg,’* a quantity they predicted would continue to rise. This
Geneva-based company, with a small office near the central
station, is run by the 29-year-old son of Elias Ammar, Ziad
Ammar. A Lebanese citizen, Ziad lives in Mont Liban, Lebanon.
According to his Facebook profile, having obtained a degree

in International Business from the University of Westminster,
he also likes to spend time in Dubai, Cannes and Monaco.

Wafex’s office in Lomé, Togo, nestled away among
Goodyear’s tyres. © M. Guéniat/DB
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TABLE 2: BURKINA FASO’S TAX LOSSES FROM ARTISANAL GOLD SMUGGLING (Berne Declaration’s estimates)80

Burkina Faso Togo Difference Difference
(FCFA) (FCFA) (FCFA) (CHF)
Export tax Per1g ! 500 45 455 0.84
on artisanal ] 1
gold®’ Per 6,904 kg 3,452,000,000 5 310,680,000 3,141,320,000 5,811,442
(amount of gold Tax \oss for Burkina Fas
imported into >d'\rae\ct\ connecte\d tcf;\a.m
Switzerland from Togo
S Thon CHF)
in 2014) (6.38 milll
Per 7,000 kg 3,500,000,000 315,000,000 3,185,000,000 5,892,250

(minimum:amount

kina
: 1 ss for BUr
estimated to have been T:;:;( 28_47 million CHF)

smuggled from Burkina
Faso to Togo in 2014)

The artisanal gold value chain is complex and involves
many actors who are mostly paid, like the miners, for their
specific work output, making detailed bookkeeping an un-
avoidable necessity. We observed this repeatedly at the
mines and comptoirs visited: the quantity of mineral ore sur-
rendered to the mine managers and the grams of gold sold to
traders are physically documented by at least one party, who
often provides receipts for the payments rendered. Under
Burkinabé law, comptoirs are required to maintain and re-
port on the quantities of gold traded, produce certificates for
every export of gold®? and use bank accounts unique to their
gold trading activities.?3 One gold trader, Iliassa Sawadogo,?
even explained how he receives funds to buy gold via a com-
mon bank transfer from his boss in Ouagadougou.

There is therefore a paper trail for the majority of the trans-
actions in the value chain—documents that could be seized
by the Burkinabé authorities to calculate the actual volumes
of artisanal gold production and trade, if they so wished.

Instead, they seem to turn a blind eye. Illicit activity of this
scale is not possible without the collusion of at least some
government officials. “SOMIKA is not the only one [who’s
corrupt]”, Lassane Simpore, Secretary-General of the Syn-
dicat des travailleurs des géologies, mines et hydrocarbu-
res, told us, “but he [Adama Kindo, SOMIKA’s CEO] has
the closest links to Blaise [Compaoré]”, Burkina Faso’s
former President. Indeed, multiple sources have made ref-
erence to Kindo’s myriad political connections. According
to a journalist who chose to remain anonymous, “there is
absolutely no doubt about the connection between Kindo
and (former) government officials. I have testimonies from
the Ministry of Mines and from the artisanal miners’ union
that confirm it.”86

Dakar Djiri from EITI further affirmed, “everything [in arti-
sanal gold mining] is fraudulent and corrupt [...] govern-
ment officials are involved. [Before the revolution] even the
people in power, including the President’s wife, sold gold.”8”

In an interview in Ouagadougou, Sylvain Somé from the
Ministry of Mining categorically denied any form of offi-
cial corruption in the artisanal gold sector,?® contrary to
his colleague’s statement about the need for a “homme de
confiance” on the border.?9 He further claimed to have no
knowledge of gold being smuggled to Togo.?° Similarly,
SOMIKA’s representatives also denied all allegations of
smuggling gold to Togo and evading taxes.%!

Ammar Group’s profiteering and the apparent impunity of
Burkinabé officials do not come cheap for the people of a
country ranked 7th least developed in the world.*? The
Group declined to comment on our list of questions.** MM
Multitrade SA nonetheless clearly acknowledged in an
email dated 28th May 2015 that they are fully aware of the
due diligence standards they are submitted to:

“As a financial intermediary, our company has been sub-
mitted to the relevant Swiss legislation ever since its in-
corporation. It is affiliated to ARIF and has established
Know-Your-Client (KYC) and Know-Your-Product (KYP)
procedures in line with ARIF’s guidelines. These proce-
dures are regularly updated and are subjected to ARIF’s
strict annual controls.

Moreover, as a counterparty of one of Switzerland’s major
(LBMA [accredited]) refineries, our company is also sub-
mitted to all of its control procedures. These include not
only KYC and KYP procedures, but also, in addition to
current legislation, the refinery’s internal regulations, in-
cluding the relevant international initiatives (“Respon-
sible Gold Sourcing Policy” and “OECD Due Diligence
Guidance for Responsible Supply Chains and Minerals
from Conflict-Affected and High-Risk Areas and its Sup-
plement on Gold).”

As we explore below, however, the refinery in question’s
“control procedures”, “internal regulations” and “interna-
tional initiatives” appear to be of little effect.
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BOX 5: SOMIKA: OMNIPRESENT IN THE ARTISANAL GOLD SECTOR

In terms of permits held and gold traded, SOMIKA is Burkina
Faso’s largest comptoir.?® It takes its name (an acronym

for “Société miniere Kindo Adama”) from its founder and
CEO, El Hadj Adama Kindo.

One might describe Kindo as omnipresent in Burkina

Faso, at least in the artisanal gold sector. Alongside his key
position at SOMIKA, he is also allegedly involved in the
construction of mosques,? sponsoring football tournaments,
building schools®” and is the Honorary Consul of Guinea in
Burkina Faso.%8 As one local journalist put it, “Kindo is a
wealthy businessman who earned his fortune from artisanal
gold mining. He is the first and foremost in the sector in
Burkina Faso. Back in the day, his access to the cosy offices
of the Republic (ministers and presidency) went without
question, enabling him to obtain numerous exploitation
permits very, very easily.”99

In 2013, the online newsletter, Africa Mining Intelligence,
detailed a long list of Kindo’s influential political connec-
tions.190 These statements have been backed up by multiple
sources, %1 one of whom provided anecdotal evidence

that Kindo gave a percentage of his fruits to a (former)
Minister of Mines and other “personalities”.102

His function as Honorary Consul of Guinea, on the other
hand, is highly questionable. Guinea’s Consulate in Geneva
confirmed that, to their knowledge, no such service exists
in Burkina Faso.193 As another local journalist explained,

“what you must remember is that people like Kindo don't
give a damn about formalities. It's the title and all the
advantages it brings that’s important.” 104

Under Swiss law, such claims would classify Kindo as a
politically exposed person, or “PEP”,195 and require
heightened vigilance from his business counterparties—
demands that appear to have washed over Valcambi
and Ammar Group’s management.

When we met representatives from SOMIKA in Ouaga-
dougou in March 2015, they denied all allegations concern-
ing the company. In April and May 2015, we twice contacted
SOMIKA's management, including Adama Kindo, by

email and telephone for comment-to no avail. Its website
(once www.somika.net) has since disappeared.

SOMIKA's office in Ouagadougou, Burkina Faso. © P. Dérrie

-

2.3 ON SWISS SOIL: ASK NO QUESTIONS AND
THEY'LL TELL US NO LIES

2.3.1 Smooth Sailing through Swiss Customs

Ammar Group’s gold leaves Lomé on an Air France flight
for Zurich, Switzerland, via Paris Charles-de-Gaulle. Movie-
style images of one-man-and-his-suitcase smuggling illicit
goods pale in comparison to this large-scale, organised
supply chain of what is now (since Ammar Group’s pur-
chase in Lomé) “legal” gold. Indeed, it would take Wafex’s
staff six trips with gold-stuffed hand and hold luggage to
carry the monthly average of 314 kg into Switzerland, ac-
cording to our calculations.?®®

Upon arrival at Zurich airport, little happens in terms of
controls. The Swiss customs authorities rely on the sender
or importer—in our case Wafex or MM Multitrade, both
part of the Ammar Group—to declare the weight, value,
provenance, sender/importer, carrier and destination of
the gold; information that is automatically electronically
transferred. They do not ask for its origin.'®” The gold is
moved on freely to its destination—Valcambi in Ticino.

Occasionally, batches of imported gold are blocked by
customs. Only then are they submitted to physical verifi-
cation. This occurs if the gold falls within a sample iden-
tified by the Swiss Customs Administration’s (AFD) risk
analysis procedure. A customs officer from AFD’s head-
quarters in Berne explained to us how the risk associated
with mined gold imports is evaluated:

“[It] is calculated according to multiple criteria, including
the gold’s purity, provenance, importer and destination.
The risk connected to the importer and destination entity
is kept up-to-date according to available information.
These criteria are integrated into an electronic system and
become “rules” that are automatically imposed according
to the auto-declaration for each gold import. If the mined
gold import corresponds to these criteria, the declaration
will be blocked and submitted to what we call a “formal”
control and, potentially, a material control (physical verifi-
cation of the goods)”.1%8

The “multiple criteria” referred to is defined by AFD in
Berne in conjunction with intelligence from the State Secre-
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tariat for Economic Affairs (SECO), the Federal Office of Po-
lice (FEDPOL) and the local customs office, “among others”,
he told us. “If, all of a sudden, the destination entity (i.e. the
refinery) changes its sourcing policy, the imports of gold
headed in its direction would be submitted to a material
control. If the destination entity is a regular and reliable cli-
ent, the material controls are conducted less frequently.
Both the refinery and the importer are responsible for the
manner in which they conduct their due diligence.”1%?

He was not willing to discuss the procedure in any more
detail. We were able to confirm, however, that no ques-
tions are posed by Swiss customs on the gold’s origin;
moreover, that the Central Office for Precious Metals Con-
trol (CMP) does not conduct any controls on mined gold
imports.

Gold, he told us, is a “very delicate subject—more than a
very delicate subject.”

These findings raise serious questions about the effective-
ness of Swiss customs controls. One seasoned Swiss gold
trader recounted how, despite having imported thousands
of kilograms of West African artisanal gold, “Swiss cus-
toms never blocked, nor posed questions on, [my compa-
ny’s] imports.” Despite the legal provisions in Switzerland
pertaining to money laundering,'? in reality little is done
to verify the gold’s supply chain upon its arrival in the
country. Swiss customs rely on the refinery to conduct due
diligence before the ingots are melted into anonymous, ori-
gin-less gold bars, subsequently placed onto the global
marketplace. If the refinery is a long-term partner—as is the
case with Valcambi—Swiss customs, like Ammar Group,
operate on an “ask no questions” basis. As we explain be-
low, however, Valcambi falls far short of its very own sup-
ply chain policy.

2.3.2 Valcambi: Silence is Golden

Valcambi first published its Precious Metals Supply
Chain policy (PMSC) in 2012.1® According to this docu-
ment, its operations are “strictly in accordance with” the
OECD Due Diligence Guidance and Supplement on Gold,
and the LBMA Responsible Gold Guidance. The refinery
proudly states on its website!’” how it strives to “set an
example when it comes to ethical values and professional
standards [...] following them in everything we do, every-
day, everywhere we work”. It allegedly “conducts all its
business with the highest ethical, moral and social re-
sponsibility standards”, built on a “foundation” of trans-
parency.!!®

In its own words,!? the refinery commits to:

¢ “Combat systemic or widespread abuses of human rights”;

e “Avoid bribery and the fraudulent misrepresentation of
the origin of precious metals”;

e “Neither tolerate, nor by any means profit from, contrib-
ute to, assist with or facilitate the commission by any
party of [...] any unlawful form of child labour” (art. 1c.)

BOX 6: VALCAMBI SA

Valcambi’s origins date to 1961, when it was incorporated
as Valori & Cambi in Balerna, Ticino, by a group of private
Swiss investors. In 1968 it was bought by Credit Suisse,
which owned it until the early 2000s when it was sold to
European Gold Refineries (EGR), whose shareholders until
mid-2015 were Newmont Mineral Holdings (60.6%)

and undisclosed private investors (39.4%). In July 2015,
Newmont sold its share. According to Valcambi’s website,
EGR is now fully owned by Global Gold Refineries AG,
itself owned by REL Singapore PTE Ltd. (95%), a rather
inconspicuous company based in Singapore, and Rajesh
Exports Limited India (5%), India’s biggest exporter of
gold jewelry.11

Valcambi describes itself as a “boutique refinery”.
Alongside Argor-Heraeus, Metalor and PAMP, it is one of
Switzerland’s “big four”. Unlike others that may also be
involved in trade or retail distribution, its operations focus
purely on refining. According to its website, its clients
include “some of the largest mining companies in the
world, premium luxury watch manufacturers, the largest
international banks, governments and central banks”.

In their own words, “in Switzerland and beyond: our

firm deliberately keeps a low profile, but has over the years
become a key player in the precious metals refining
industry”.112 Indeed, today it is the largest Swiss refinery3
in terms of processing capacity, refining approximately
2,000 tonnes of precious metals per year.'4 Certain industry
analysts even claim it is the world’s largest, in terms of

gold refining capacity.’1®

(emphasis added) and not to “enter into any business
relationship with, or immediately suspend or discon-
tinue engagement with [...] counterparties where we
identify a reasonable risk that they are sourcing from, or
are linked to, any party committing [such] serious abus-
es” (art. 2);

e “Systematically perform enhanced due diligence practic-
es, including the Know Your Customer process [...] before
entering into a business relationship with any precious
metals supplying counterparties” (art. 8);

e “Implement a management strategy to respond to iden-
tified risks” (art. 8); and to

e “Refuse to source precious metals from [...] any counter-
parties which do not comply with local and internation-
al laws [...]” (art. 9).

As detailed in Box 8, under the OECD and LBMA guidance
Valcambi is required to implement a 5-step risk-based due
diligence procedure. The refinery claims to have fully
complied with all five steps in its 2014 Compliance Re-
port.120 It further claims to have “the ability to ensure the
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highest traceability standards over the entire Supply Chain
in regards to information, documents and actors related to
every single lot of precious metals-bearing material which
we process” (emphasis added).

These are anything but modest public commitments, yet
they seem to be far from reality. Originating from mines
run on what the ILO terms the “worst forms of child la-
bour” and a country where governance is weak and corrup-
tion endemic,!?® Valcambi’s gold clearly originates from a
“high-risk” or “red flag” location. Even if the refinery failed
to identify the gold’s origin as Burkina Faso, the simple

BOX 7: THE OECD AND LBMA'S 5-STEP DUE
DILIGENCE GUIDANCE

The OECD DD Guidance and its Supplement on Gold were
finalised in 2012 by a group of governments, companies and
NGOs with the goal of delinking the trade in minerals

from perpetuating or contributing to human rights abuses
and conflict.12!

Depending on their position in the supply chain, companies
are required to identify the origin of the minerals they

buy, assess the conditions of mining, trade and transporta-
tion, and ensure that the minerals they trade are not
providing a source of funding for armed groups or criminal
networks.'22 The OECD’s Guidance is today considered

the international benchmark for risk-based supply chain due
diligence.123

The LBMA's “Responsible Gold Guidance”, released in
January 2012, is an industry-led initiative that operational-
ises the OECD DD Guidance for refiners. It is mandatory
for all LBMA “good delivery”-accredited refiners, including
Valcambi.

Both the OECD and LBMA guidance recommend that
companies:

1. Establish strong company management systems,
including a supply chain policy and grievance mechanism.
2. Identify and assess risks in the supply chain. This begins
by determining the origin of the gold.

3. Design and implement a strategy or management plan to
respond to identified risks on an ongoing basis, i.e. if red
flags are identified in the origin and transit locations of the
gold.

4. Carry out an independent third-party audit of supply chain
due diligence.

5. Report annually on supply chain due diligence.

According to the OECD,'24 steps 3-5 only apply to compa-
nies sourcing gold from conflict-affected or high-risk areas.
Both Burkina Faso and Togo constitute high-risk or “red flag”
areas.2%

fact that Togo produces no gold should have raised a major
red flag for the compliance team, triggering its “enhanced”
due diligence measures.

Indeed, in July 2015 the compliance team of another major
Swiss refinery explained to us how, for them, “third party
sourcing is an aggravated risk. The more intermediaries
there are, the more problematic it is.” They added that an
intermediary based in Switzerland, such as MM Multitrade,
would only “enhance the risk due to its [the intermediary’s]
distance from the business activities and extraction pro-
cesses on the ground”, and hence its reduced oversight of
the supply chain. Ammar Group’s location in Lomé and Ge-
neva didn’t appear to be problematic for Valcambi, which
explicitly stated that it did not identify a high-risk counter-
party in its gold supply chain during 2014.1%7

How could an industry leader, such as Valcambi, have
overlooked these issues? Moreover, how could the refin-
ery’s auditors, the international services firm KPMG, vouch
for its compliance with the LBMA Guidance in light of this
business model?

It’s not only Togolese gold imports that pose few problems
for Valcambi: our seasoned Swiss gold importer explained
to us how the refinery only once requested clarification on
the origin of his company’s imports. Upon receipt of their
email, he replied that he would answer later. He never
heard back. “Valcambi’s compliance procedures are very,
very weak in comparison to other refineries. It has its eyes
firmly shut”,'?® he told us.

The Swiss refinery is clearly not adhering its very own Pre-
cious Metals Supply Chain Policy or international and in-
dustry standards. Its compliance reporting appears to closer
resemble a PR stunt than an effective commitment.

As for KPMG, in light of the issues revealed in this report,
its audit conclusions are highly questionable. We contacted
the firm for comment in July 2015. They referred us to their
assurance report published on Valcambi’s website and told
us to address our questions to the refinery directly.

We contacted Valcambi with a series of questions (see An-
nex 3) on this void between what appears to be lofty rhet-
oric and the reality discovered over the course of our re-
search. Despite offering them a large window for response,
they declined to comment.
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3. CONCLUSION

In 2013, the Swiss government itself recognised the risks
associated with the country’s important role in the gold
industry. In its own words, these include importing and
refining gold that originates from illicit mines and that par-
ticipates in the financing of organised crime, environmen-
tal pollution and child labour.?®

Unfortunately, these words of caution do not appear to
have materialised into concrete practice. The Swiss au-
thorities continue to rely on the industry’s voluntary ini-
tiatives, which, as this report has shown, are not sufficient.

Every year, Switzerland imports tonnes of gold from Togo, a
non-producer country. This gold originates from Burkina
Faso, where it is extracted by children working under abys-
mal conditions. At least 7 tonnes are exported illegally
every year, depriving the Burkinabé state and population of
crucial revenue that could have been directed towards heav-
ing the country out of poverty. Instead, through SOMIKA,
other comptoirs and Ammar Group’s smuggling alliance, it
is enriching the pockets of a Burkinabé and Lebanese elite,
all of whom are operating with total (moral) impunity.

Despite its place on the LBMA’s “good delivery list” and nu-
merous public statements about adhering to international
standards, Valcambi is profiting from this dirty trade. Its
lofty rhetoric used to reassure business partners and gloss
the pages of its website and annual reports is, in practice,
nothing more than just that. The refinery has not only in-
fringed international standards, but also its very own supply
chain policy—so far, to no consequence. It is doing so right
under the noses of its auditors and the Swiss authorities.

Ignorance is indeed bliss, particularly when it oils the
wheels of a billion-dollar industry. When it comes to
mined gold of foreign origin, the Swiss customs authorities
“prefer not to know”.

The guidance tools are out there. We have shown that, even
with the meagre resources and access of a small NGO, it is
possible to trace the origins of mined gold. With a pinch of
will and minimal cooperation between supply chain actors,
it is a reasonable expectation that companies know and re-
peatedly verify the source of their gold. This should be a legal
obligation.

.’_ i L la vl I
Artisanal gold mlﬂing IS an |mportant source of income for many of Burklna Faso s rural populatlon However,
while Valcambi waxes lyrical about its ethical sourcing policies, the sector’s negative |mpacts are concentrated
ke among the local population. '

// Alga mine site, 11th August 2015.
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4.

The Berne Declaration is not calling for a boycott of artis-
anal gold from Burkina Faso. We fully acknowledge that
artisanal and small-scale gold mining is an important live-
lihood source where state structures are weak and poverty
is high. However, business in such contexts requires a
clear set of standards and vigilance from all parties, as de-
tailed—to a certain extent—by existing guidelines.

Yet, these guidelines are weak and full of loopholes (see
Annex 1). They are not being sufficiently implemented or
controlled, and companies are not being properly sanc-
tioned for breaches.

Below, we offer a series of recommendations to the key
parties implicated at the international level and in Swit-
zerland.130

4.1 TO THE OECD AND LBMA

¢ Extend the guidance tools to include all companies sourcing
mined gold, not just those operating in high-risk or conflict-
affected locations.

Provide clear guidance for companies on how to conduct
child labour due diligence in their mineral supply chains.

* The LBMA should ensure that its “enhanced due diligence”
measures for gold from high-risk locations are required
the length of the supply chain, from mine to refinery, irre-
spective of whether it is artisanal and small-scale mining
(ASM) or industrial gold. The caveats introduced for the
ASM sector should be abolished (¢f. Annex 1).

Ensure that companies are properly sanctioned for breach-
ing the guidance. For example, companies should be im-
mediately taken off the LBMA’s “Good Delivery” list until
they have publically proven that they have sufficiently
corrected and remedied the problems encountered.

4.2 TO THE SWISS AUTHORITIES

4.2.1 On Human Rights Supply Chain Due Diligence

The Federal Council should:

* Legally oblige companies to conduct due diligence over
their entire supply chain to ensure that the gold that they
purchase does not cause, contribute to, or is not directly

FULL RECOMMENDATIONS

linked to, human rights violations. Mandatory human
rights due diligence would require Valcambi to conduct
and review on a regular basis extensive due diligence
procedures. It would be legally obliged to identify the
true origin of its gold and would be sanctioned for over-
looking this.

4.2.2 On Anti-Money Laundering Due Diligence
Switzerland’s Anti-Money Laundering Act (AMLA) re-
quires companies active in the gold sector to conduct due
diligence and flag any cases where doubts arise regarding
the legal origin of the gold they purchase or refine.*?

However, as the Federal Council explained in its response
to Interpellation 06.1022,33 for semi-refined or mined gold
imports (as in our case), “in line with article 157 paragraph
2 of the PMCO [Precious Metals Control Ordinance], it
suffices to prove that the metal is of foreign origin”. The
Federal Council deems the AMLA’s requirements to iden-
tify and communicate the origin of mined gold as unnec-
essary because “they would require enormous time and
resources”.’®* Overall, the PMCO significantly waters
down the information required from refineries.

The Federal Council should:

® Fully implement existing procedures under the Anti-
Money Laundering Act (AMLA) that oblige refineries to ver-
ify the legal origin of all imported gold.

e Legislate for wide reaching due diligence procedures to
prevent the purchase of, or trade in, illegally acquired com-
modities, especially in the case of mined gold.

¢ Ensure that all relevant information is made available to
the Federal Customs Administration, inspectors and all au-
thorities tasked with ensuring that companies active in the
gold sector correctly apply the AMLA.

4.2.3 On Gold Import and Customs Procedures

As detailed in section 2.3.1, the Federal Customs Admin-
istration (FCA) conducts a series of controls on imported
gold. Yet, it only requires the gold’s provenance (not ori-
gin) to be declared by the sending or importing company.
Similarly, though Switzerland’s gold trade statistics have
finally been made public, the countries listed are gener-
ally countries of transit or provenance, not origin. The
true source of Switzerland’s gold remains far from trans-
parent.
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The Federal Customs Administration should:

* Require gold-importing companies to declare both the
provenance and origin of mined gold and make this infor-
mation publically available.

Overall, the Berne Declaration has proposed comprehen-
sive due diligence mechanisms that could be adopted for
the gold sector in its model supervisory authority for the
Swiss commodity market, ROHMA (see Box 9).

4.3 TO VALCAMBI

We recognise that it would take time to implement the rec-
ommendations detailed in sections 4.1 and 4.2, and ac-
knowledge that a sustained effort is required by all parties
to overcome the problems highlighted in this report. In
the short term, refineries should take immediate steps to
clean up their gold supply chains. Positioned at a key bot-
tleneck in the supply chain, they have a crucial role to
play in developing and implementing due diligence pro-
cedures.

According to the UN Guiding Principles on Business and
Human Rights (UNGPs), companies must act on the find-
ings from their due diligence procedures to prevent, re-
port on and remedy any adverse issues. As the UNGPs
clearly advocate, “cut and run” should be an absolute last
resort. Business entities should only be excluded from the
supply chain if they repeatedly violate their responsibili-
ties. In line with the UNGPs, Valcambi should:

¢ Fully implement its Precious Metals Supply Chain Policy
with immediate effect.

¢ Strengthen its due diligence procedures to identify child
labour and other human rights risks in the gold supply
chain, including by having a strong company policy on
how to address human rights risks.

BOX 8: A SWISS INITIATIVE FOR RESPONSIBLE
BUSINESS

The “Responsible Business Initiative”, a political initiative
launched in Switzerland in April 2015 and supported by
over 70 NGOs, calls for binding human rights due diligence.
Through mandatory implementation of the UN Guiding
Principles on Business and Human Rights,'3! Swiss compa-
nies would be required by law to conduct human rights

due diligence along their entire supply chains and publically
report on this.

Please see www.ladb.ch/initiative for more information.

e Design and implement a remediation plan with Ammar

Group to ensure that the latter (see section 4.4):

e Adopts and fully implements human rights due dili-
gence in line with the UNGPs, including annual, inde-
pendent and qualified third party monitoring and regu-
lar public reporting;

e Uses its leverage to ensure that the ASM mines it
sources from cease to operate using the worst forms of
child labour and to push for better mine management;

e Adopts a Code of Conduct that all suppliers must
commit to and take concrete steps towards imple-
menting;

e Purchases and exports the gold directly from its coun-
try of origin, particularly given its existing business
infrastructure in Ouagadougou; and

e Ensures that all gold purchased has been acquired in a
legal manner and has been taxed according to
Burkinabé law.

Annually publish independent reports on its supply chain
due diligence. These should detail the supply chain risks
encountered as they relate to each step in the OECD
Guidance and how these were addressed.

4.4 TO AMMAR GROUP

¢ Adopt and fully implement human rights due diligence in
line with the UNGPs, including annual, independent
and qualified third-party monitoring and regular public
reporting.

¢ Use its leverage to ensure that the ASM mines it sources
from cease to operate using the worst forms of child la-
bour. This could be done by designing, implementing
and regularly monitoring a child labour phase-out plan
in partnership with local actors.

¢ Use its leverage to push for better mine management, in-
cluding stronger safety measures, such as bans on night
access to artisanal mines and the provision of better
safety equipment.

¢ Adopt a Code of Conduct that all suppliers must immedi-
ately commit to and take concrete steps towards imple-
menting. This should clearly specify: that work in artis-
anal gold mining is hazardous and prohibited for anyone
under the age of 18 years; that the policy is in effect
throughout the supply chain in all countries; and that
where local laws afford lesser protection, the company
policy is overriding.

¢ Purchase and export gold directly from its country of ori-
gin, particularly given its existing business infrastruc-
ture in Ouagadougou.

¢ Ensure that all gold purchased has been acquired in a legal
manner and has been taxed according to the law in its
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country of origin. This could be done by requesting and
accurately maintaining full chain-of-custody documen-
tation, including tax receipts. The authenticity of the
documents provided as evidence of this should be veri-
fied. Where authentic documents are not available, gold
should not be purchased.

Many sites have remdenﬂgold traders who compete for a share of the miners’ output. As the miners seldom
leave the site themselves, they rely on a number of independent traders to ensure
I Alga mine S|te)i1 1thi Aug j

e

BOX 9: ROHMA

In September 2014, the Berne Declaration sparked debate
on regulation of the Swiss commodity sector by devising a
fictitious supervisory authority inspired by FINMA,
Switzerland’s financial market supervisory authority.

As an independent authority, ROHMA (from the German,
Rohstoffmarktaufsicht) would supervise and regulate

all commodity production and trading companies based in
Switzerland, including gold refineries and importers. It
would ensure that these companies carry out enhanced due
diligence practices to prevent the trade of illegal commodi-
ties and those that have been acquired in violation of human
rights or environmental standards, or through business
partners trading with politically-exposed persons (PEPs). It
would also ensure that companies meet all legal and
regulatory requirements on an ongoing basis.

For more information, see www.rohma.ch/en.
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ANNEX 1

ONE STEP FORWARD, TWO STEPS BACK:
SHORTFALLS IN THE OECD AND LBMA GUIDANCE

The OECD’s move to draft mineral-specific guidance was a
major step forward. Moreover, through the LBMA guid-
ance, the gold industry itself has highlighted the impor-
tance and challenges of due diligence in the sector, and
taken steps to address these.

Yet, for the artisanal and small-scale mining (ASM)
sub-sector, both guidance tools include a range of caveats
and exemptions. They often use ambiguous language and
phrasing that is open to broad interpretation. For compa-
nies with good intentions making genuine efforts to im-
plement them, this is problematic, practically speaking;
for those with more dubious intentions, it allows for bad
practice.

For example, in the OECD Guidance, the definition of
what constitutes a “high-risk” location is left to the discre-
tion of the company in question. The minimal clarifica-
tion provided is not consistent between the Guidance
(Box 1 on p.8) and the Gold Supplement. Overall, if the
company itself does not identify the risk as high then, in
the eyes of the OECD, its supply chain due diligence can
be legitimately limited to its direct suppliers only. The
Gold Supplement further details that “companies should
not report risks identified with potential suppliers with
whom they have not done any business”. In practice, this
would hinder information sharing and cooperation across
the industry, otherwise defined as “best practice”.
Throughout the Supplement, companies are gently reas-
sured that they will be “compliant” as long as they make
“good faith efforts”. Again, the OECD does not define what
constitutes a “good faith effort”.

The LBMA Guidance’s language is less ambiguous. In-
stead, it includes a range of caveats for the ASM sector. For
example, it goes so far as to state that “the assessment of
risk in a supply chain begins with the origin of gold”, de-
fined in the glossary as the mine. Yet, under its “enhanced
due diligence” measures for ASM gold from high-risk loca-
tions, it caveats that this only needs to be done from the
gold exporter to the refinery; only for industrial mining do
its “enhanced due diligence” measures include companies
from the mine to the refinery. In other words, in the eyes of
the LBMA, companies operating in the highest-risk loca-
tions have lighter due diligence requirements.

In doing so, the guidance tools for the ASM sector have
the potential to do more harm than good. They may pro-

vide companies with the opportunity to publically state
that they “comply” with international standards, while in
fact continuing business as usual. As we have seen with
Valcambi, the OECD and LBMA Guidance have proved
pivotal in their PR strategy, while both are yet to materi-
alise into concrete practice.

Overall, despite the existence of these tools, controls on
their implementation are weak and companies are not
sanctioned in cases of breach. Clearly, voluntary measures
do not address the issues raised in this report. It is time
for mandatory human rights due diligence.
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ANNEX 2

GLOSSARY

Artisanal and small-scale mining (ASM)

Formal or informal mining operations with simplified
forms of exploration, extraction, processing and transpor-
tation. ASM is normally low capital intensive and uses
high labour intensive technology. It can include men and
women working on an individual basis or in family groups,
in partnership or as members of cooperatives or other
types of legal associations, and enterprises involving hun-
dreds or even thousands of miners.3°

Child labour

Work that deprives children of their childhood, potential
and dignity, and that is harmful to their physical and men-
tal development. It refers to work that is mentally, physi-
cally, socially or morally dangerous and harmful to chil-
dren, or that interferes with their schooling by depriving
them of the opportunity to attend school, obliging them to
leave school prematurely, or requiring them to attempt to
combine school attendance with excessively long and
heavy work.1%¢

Due diligence

An ongoing, proactive and reactive process through which
companies can identify, prevent, mitigate and account for
how they address their actual and potential adverse im-
pacts as an integral part of business decision-making and
risk management systems.%’

Gold origin
The mine where the gold ore was extracted from the
ground.

Gold provenance

The country from which the gold was exported. This may
be a transit (e.g. Togo) or producer country (e.g. Burkina
Faso).

Mined gold

Any gold or gold-bearing material produced by or at a mine
(large-, medium- or artisanal and/or small-scale mines), in
any form, shape and concentration, until it is fully refined
to .995 or greater, fabricated into a gold refinery product
(e.g. bar, grain) and sold.’®® ASM gold is a sub-category of
mined gold.'3®

Worst forms of child labour

As defined by the International Labour Organisation (ILO)
Convention No. 182, this includes: (a) all forms of slavery
or practices similar to slavery, such as the sale and traffick-
ing of children, debt bondage and serfdom and forced or
compulsory labour, including forced or compulsory re-
cruitment of children for use in armed conflict; (b) the use,
procuring or offering of a child for prostitution, for the pro-
duction of pornography or for pornographic performances;
(c) the use, procuring or offering of a child for illicit activ-
ities, in particular for the production and trafficking of
drugs as defined in the relevant international treaties; (d)
work which, by its nature or the circumstances in which it
is carried out, is likely to harm the health, safety or morals
of children. It includes any labour that jeopardises the
physical, mental or moral well-being of a child and applies
to all individuals under the age of 18 years old.'4°
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ANNEX 3

QUESTIONS ADDRESSED TO VALCAMBI

(sent via email on 11.6.2015)

In line with Valcambi’s 2014 Compliance Report and Pre-
cious Metals Supply Chain Policy, the below questions are
laid out according to the OECD and LBMA’s due diligence
guidelines and 5-step procedure.

General Questions

1. Our documents detail the relationship between Val-
cambi SA and Ammar Group/STE Wafex Sarl/MM
Multitrade SA. To when does Valcambi’s relationship
with Ammar Group/Wafex date?

2. Our sources further show that since mid-2014, Ammar
Group/Wafex/MM Multitrade has had a monopoly over
Switzerland’s gold imports from Togo. Does Valcambi
agree with this statement?

3. According to the Swiss Customs Administration,
6,904 kg of gold was imported into Switzerland from
Togo in 2014. In 2012, this figure was 13,062kg—70%
of all Togo’s gold exports. Our sources show that the
entirety of this mined gold was refined by Valcambi.
Are these figures correct?

Questions Pertaining to Step 1:

Establish Strong Company Management Systems
Valcambi states that it has “the ability to ensure the high-
est traceability standards over the entire Supply Chain in
regards to information, documents and actors related to
every single lot of precious metals bearing material which
we process” (Compliance Report 2014, p. 4) and that its
“business partners [including miners and metal traders] ...
comply with the same values that we apply to ourselves”
(Precious Metals Supply Chain Policy 2012, p. 3).

4. Please describe the Know Your Customer (KYC) proce-
dure (PMSCP, p. 5, art. 8) carried out on Ammar Group/
Wafex/MM Multitrade SA, and please set out the ex-
tent to which this procedure complies with the LBMA
KYC guidance? Were all three entities covered by the
procedure?

5. How often does Valcambi repeat its KYC procedures
with respect to particular business partners? How many
times has Valcambi conducted its KYC procedure on
Ammar Group/Wafex/MM Multitrade SA?

6. Which entity/ies are Valcambi’s formal counterparty/
ies?

7. Question 3 of Valcambi’s Pre-KYC form (KYC Step 1)
asks its counterparties whether they have established
policies and procedures designed to meet and imple-
ment the LBMA Responsible Gold Guidance and the
OECD Due Diligence Guidance for Responsible Supply
Chains of Minerals from Conflict-Affected and High-
Risk areas and its Supplement on Gold. How did Ammar
Group/Wafex respond to this question? Did Ammar
Group/Wafex send Valcambi a copy of its responsible
gold policy (question 4)7?

8. Only Step 1 of Valcambi’s KYC is available online.
What does Step 2 entail?

9. Assuming Valcambi’s KYC procedures are in line with
the LMBA KYC guidance, how did Valcambi evaluate
its counterparty’s response, notably to:

* 6(c) and 8(m) on child labour regulation and proce-
dures at the mining sites to prevent child labour;

¢ 6(d) on the use of public security forces on or around
the mining sites;

* 8(j) on safety procedures and systems of personnel at
mining sites;

¢ 8(k) and 9(j) on environmental impact at the mining
sites and processing plant?

10. Did Ammar Group/Wafex provide Valcambi with a copy
of its licences to import gold into Togo and its Burkina
Faso-based counterparties’ licences to trade and export
gold from Burkina Faso? Did these licences cover all the
mine sites where the gold is sourced from and did they
cover the full quantity of gold Ammar Group/Wafex
trades? What did Valcambi do to verify these answers?

11. Given Valcambi’s commitment to review the business
practices not only of its counterparties, but also of its
counterparties’ counterparties (PMSCP, p. 4, art. 2),
please describe the steps Valcambi took to evaluate
SOMIKA'’s business practices. Is Valcambi aware that
SOMIKA has been at the centre of several serious alle-
gations in the past?

Questions Pertaining to Step 2: Identify and Assess
Risks in the Supply Chain, and Step 3: Design and
Implement a Strategy to Respond to Identified Risks
The LBMA Responsible Gold Guidance (Step 2, p. 6) clear-
ly states, “the assessment of risk in a supply chain begins
with the origin of gold”.
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12. When Valcambi undertook its “strengthened risk as-
sessment” of the aforementioned supply chain (Com-
pliance Report 2014, p. 4), did it identify any red flags?
How did it assess these risks?

13. Did Valcambi subject Ammar Group/Wafex to its en-
hanced due diligence practices given the higher-risk
location of their operations (Compliance Report 2014,
p- 5)? If so, please explain what these enhanced due
diligence practices entailed.

14. Please detail the management strategy Valcambi im-
plemented to respond to the identified risks (Compli-
ance Report 2013, p. 5).

More specifically:

15. What steps did Valcambi take to identify the origin of
the gold, i.e. where the mines are located (LBMA, p.1)?
How often did Valcambi repeat this exercise over the
course of its relationship with Ammar Group/Wafex?

16. If Valcambi did not identify any red flags, please ex-
plain why not given:
a) either
|) Valcambi identified the origin of the gold to be
Burkina Faso, which constitutes a high-risk area,
or
II) Valcambi did not successfully identify the origin
of the gold and hence recorded its provenance to
be Togo, which is a country that has limited
known reserves or stocks, likely resources or ex-
pected production levels of gold (¢f. OECD Sup-
plement on Gold, p. 79, 88); and/or
b) that both Togo and Burkina Faso are countries where
anti-corruption laws, customs controls and other
relevant government oversight laws are weakly en-
forced (cf. OECD Supplement on Gold, p. 79, 88).

17. Since 2012, Burkina Faso has officially produced
around 900-1,000 kg of artisanal gold per year. Our
sources suggest that (cf. question 3 above), in 2014,
Valcambi refined 6,904 kg of artisanal gold exported
from Togo by Wafex. Even if a proportion of this gold
derives from places other than Burkina Faso, the signif-
icance of the discrepancy between these two figures
suggests that a proportion of this gold has not been of-
ficially declared in Burkina Faso and, therefore, not
taxed according to national laws. Was this a red flag for
Valcambi? What did Valcambi do to evaluate and miti-
gate this risk?

18. How does Valcambi evaluate the artisanal mining con-
ditions in Burkina Faso?

19. Is Valcambi aware that child labour is widespread in
Burkina Faso’s artisanal mines and that the Burkinabé
government has categorised this child labour as un-
lawful?

20. Did Ammar Group/Wafex commit to, and acknowledge
in writing its/their compliance with a supply chain
policy consistent with Annex II of OECD (cf. PMSCP,
p. 5, art. 12)7?

21. Valcambi states that its “strengthened risk assessment
process prohibits entering into any business relation-
ship with any counterparty that has not fully complied
with all requirements stated in its Precious Metals
Supply Chain Policy” (Compliance Report 2014, p. 5).
Does Valcambi judge Ammar Group/Wafex to have ful-
ly complied with its PMSCP?

22. Has Valcambi ever undertaken spot checks on, or em-
ployed an on-the-ground assessment team to generate
and maintain information on its supply chain in Togo
and Burkina Faso (c¢f. OECD Supplement on Gold,
p. 80)? If not, why not? If so, what were the findings?

Questions Pertaining to Step 4: Carry Out Independent
Third-Party Audit and Step 5: Report Annually on
Supply Chain Due Diligence

23. Has Valcambi ever produced a Corrective Action Plan
(cf. LBMA, p. 12) or its equivalent for the risks identi-
fied in the aforementioned supply chain? If so, please
kindly provide us with a copy. If not, why not?

Other Questions

24. Does Valcambi always purchase gold from Ammar
Group/Wafex, or is it sometimes purely a tolling partner?

25. Please explain the added value of the “Green Gold”
products given Valcambi’s commitment that all of its
gold is fully traceable and sourced in line with the
highest ethical, moral and social responsibility stan-
dards.

26. Will Valcambi reassess its business relationship with
Ammar Group/Wafex in light of the above?

27. What steps will Valcambi take to fully implement its
Precious Metals Supply Chain Policy?
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This report traces Switzerland’s “Togolese” gold to its true source. For nine months, across
three countries, we climbed the supply chain of the thousands of kilos of gold refined annually by
the major Swiss refinery, Valcambi.

This gold originates from artisanal mines in Burkina Faso, where it is extracted under abysmal it ¢85
conditions. Children and adults work day and night under poor security conditions, handling toxic
chemicals, unprotected, on a daily basis. - .
At least 7 tonnes of this gold escapes the government’s books and is instead smuggled to Lomé, |

Togo - a business model set up to avoid up to 6.47 million CHF worth of Burkinabé taxes. From here, =
it is exported to Switzerland by the Ammar Group,where it eventually ends up with Valcambi.

While the Burkinabé population see little of the gold revenues, Valcambi profits from this dirty trade. !
The report unveils the major shortfalls in the refinery’s due diligence and the blind eye turned by

Swiss customs. It ends with a series of recommendations for the Swiss government, Valcambi and ' e
Ammar Group, and a call for mandatory human rights due diligence.
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Berne Declaration | The Berne Declaration (BD) is a non-profit, independent Swiss organisation with around 25,000 members.
The BD has been campaigning for more equitable relations between Switzerland and underprivileged countries for more than
forty years. Among its most important concerns are the global safeguarding of human rights, the socially and ecologically respon-
sible conduct of business enterprises and the promotion of fair economic relations. | www.bernedeclaration.ch
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