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I. INTRODUCTION

Pursuant to the Mandate established by the Wor@ngup on Monitoring (“WGM”), a team of 10 individisa
conducted a Review Mission to Zimbabwe from 30 Juné July, 2009. A copy of the Mandate is attached
Appendix A. Liberia, represented by A. Kpandel BayDeputy Minister for Planning and Developmentthe
Ministry of Lands, Mines, and Energy, served as iCbé the Review Mission. Other members of the Rewi
Mission included: Canada (represented by Abdul Qmikie European Community (represented by Clementin
Burnley); Namibia (represented by Kennedy Hamuteayd Desiderius Reinhold); South Africa (represerig
Martin Mononela and Garfield Chounyane); the Unigtdtes of America (represented by Brad Brooks-Rulthe
World Diamond Council (“WDC")/industry (representdy Cecilia Gardner); and Green Advocates/ civiisty)
(represented by Alfred Brownell) (“The Review Tedftile Team”).

The Team wishes to express its appreciation tartapy members of the government of Zimbabwe whdifaisd
the work of the Review Team, particularly Mr Johmakdndwa of the Ministry of Mines and Mining Devetognt.
The size of the Review Team made the logistics ealquite a challenge, which were met with great cavd
cooperation. The Review Team also wishes to thAekkiP Chair and WGM Chair for their significanta@tt in
insuring that the Review Team was formed and wéestabcomplete its assignment.

A. BACKGROUND ON KP PEER REVIEW OF ZIMBABWE

The KP has conducted two Review Visits of Zimbabine2004 and in 2007. The 2004 Review Visit (“20RY"),
led by Canada, was undertaken prior to Zimbabwersrnencement of rough diamond export or import égtiand

at a time when Zimbabwean mines were not in pradoctAs such, the recommendations of the 2004 Rvewe
limited and focused primarily on certain aspectthefoperations/functions of the Minerals Marketgrporation of
Zimbabwe (MMCZ) within the Zimbabwean diamond sechocluding the potential for an independent apdicess
and issuance of a warranty to maintain complianééd the WDC system of warranties. Overall, the 20RM
concluded that, although difficult to determine fonon-active Participant, “Zimbabwe has in placgystem that is
capable of fulfilling in a satisfactory manneriitsdertakings under the KPCS.” (2004 RV Report,2). 1

The 2007 Review Visit (2007 RV"), led by Russiaasvundertaken in the wake of concerns stemming fhenfirst
diamond rush at Marange, which began in 2006. T©¥ RV visited each of the three production sited met with
a range of government and industry officials, adl \@e representatives from the United Nations Dewelent
Programme and Federation of Small Miners.

The 2007 RV concluded that “the overall structuir¢he implementation of the KP Certification Scheappears to
be working in a satisfactory manner in Zimbabwad,dan general, meets the minimum requirements efkRCS.”
Given that Zimbabwe was fully active at the tinteg 2007 RV recommendations were more extensiveithaf04
and focused on several key areas. First, the 200TeRommended that Zimbabwe make its legal fram&viess
cumbersome and more transparent and concise. Secomislabwe needed to “[continue] on with its effotd keep
the situation in the diamond producing areas, éirat foremost in and around Marange, under its apemt control.”

Third, several technical/detail recommendationsemeiade concerning statistics and the operatiome®fMMCZ.
Finally, the 2007 RV recommended that the KP Plenaonsider “ways and means” to combat smuggling,
specifically focusing on the potential for the dieyenent of footprints to demonstrate the origirstanes.

B. BACKGROUND ON EVENTS LEADING TO ESTABLISHMENT AR COMMENCEMENT OF REVIEW
MISSION

A summary of the background on the basis and psoiteghe establishment of the Review Mission isfggh in the
Review Mission Mandate, as follows:

In November 2008, the Delhi Plenary ‘noted with c®m the continuing challenges to Kimberley Process
Certification Scheme (KPCS) implementation in Zifba and recommended further monitoring and conderte
actions in this respect’. The Working Group on Mornihg (WGM) further discussed reports of violenneelation
to operation ‘Hakudzokwi’ and indications of renelwidespread smuggling in the Marange area andaiuary



2009, adopted recommendations for KP specific astie@.g. a public statement, regional concerteidractand the
introduction of ‘enhanced vigilance measures’, Hase a footprint prepared by the Working Group a6&rdond
Experts (WGDE), to ensure the containment of tllidtamonds from Marange.

Furthermore, WGM experts prepared a report highilighinstances of smuggling and seizures, stagisioomalies
as well as widespread violence and concluding ith@lementation of internal controls in Marange aopt® be
ineffective. The WGM also considered a report bynZabwe authorities on the situation in Marange te&ites
reports of violence and asserts that the situatias now been contained’.

The KP Chair visited Zimbabwe on 16-18 March andveyed the KP concerns at the highest level. Sulesgtly,
the KP Chair issued a public statement to empha@ségrowing concerns’ at the violence and smuggland to
urge Zimbabwe authorities to put an end to theevioé in Marange and bring the area under controluth
adequate and proportionate measures.

The KP Chair also agreed with Zimbabwe that add#ioverification measures in accordance with Sech@,
Paragraphs 13 to 15 of the KPCS, and Section dilagraph (a) of the Administrative Decision on lempéntation of
Peer Review in the KPCS (ADPR) would help clartig situation. Further to its Teleconference on 7il&A009, the
WGM recommends that, consistent with the provisiondined in Section 1 of the ADPR, the Review ntgsto
Zimbabwe could be mandated to — conduct an ovasaktssment of KPCS implementation in Zimbabwenig With
the standard provisions for review visits/missionsler the ADPR,;

-- assess in particular concerns regarding theemphtation of internal controls including relategarts of violence
and smuggling in/ffrom Marange;

-- discuss specific statistical issues identifigdie KP (eg trade flows, ‘stockpile’. . .);
-- formulate recommendations on further action ay e required.

In addition, following the conduct of written prahee by the Chair, an oral vote was taken on 2%,JR009, at the
Windhoek Intersessional to provide final authofity the commencement of the Review Mission. Theisi@e to
establish the Review Mission was approved by a inmaus vote of the Participants present at Inteoesdi

At the Windhoek Intersessional, the WGM also heangresentation from Mr Jon Elliot of Human Rightatéh,
which released a report concerning Marange duhiegiteek of the Intersessional. Both the WGM andideweam
had the opportunity to pose questions to Mr Ellibhis WGM session prompted a focused discussiorthef
programme for the Review Mission, which still haot been finalised. Zimbabwe indicated to the WGt tih had
not come to final decisions on a number of requesteetings. Following discussions facilitated bg &P Chair,
Zimbabwe and the Review Team developed a final d@en

Deputy Minister of Mines and Mining Development N&ir Zwizwai presented remarks at the Windhoek
Intersessional. A copy of his prepared remarkgtached as Appendix A. In sum, the Deputy Ministehoed the
statements and assertions made in the February r2@@@t from Zimbabwe to the KP Chair and in thenEabwe
Annual Report for 2008 to the KP that: the repoftsiolence at Marange were exaggerated; Zimbabwvagdinorities
had not used violent means to disperse the rugltegél miners, and Zimbabwean authorities wereingblved in
on-going activity of a violent nature or that otivese contributed to illegal diamond mining or tnagliactivities.
Deputy Minister Zwizwai also reiterated Zimbabwetsmmitment to the KP, its need for technical aasis¢, and its
interest in further commercial investment in andedepment of Marange.

C. CONDUCT OF REVIEW MISSION

As set forth above, the Review Team, in conjunciiith the Government of Zimbabwe, established abitous
programme to cover the full range of issues sdhfabove in the Mandate. The Team spent two dagdumiing
meetings and interviews in each of Harare and ChvaéMutare (Mutare being the city closest to Chiaaly the
Team also spent one day visiting both the MurowRiver Ranch Limited mines.

A copy of the final agenda is attached as Appedikieetings were held with representatives fromheafcthe three
pillars of the KP: at least 8 government agencied parastatal companies; private industry; and sieciety. A
formal close-out session was held on 4 July, are prepared points for that session were providedho
Government of Zimbabwe.



In general, the Team received cooperation fromGbeernment of Zimbabwe, and all requests for megstiwere
granted, including with MP Shuah Mudiwa, whom theaiin met in a prison in Mutare. In addition, all dibions

established by the Team for certain meetings,tlag.there be no representatives present from twe@ment, were
respected.

Further, prior to and during the Review Missione thieam received verbal assurances that there wueildo
consequences for anyone who met with, or otherpiswided information to, the Team. As describedtHer,
however, these latter assurances do not appeav&lieen completely respected in at least onenicista

D. BACKGROUND TO STRUCTURE AND SUMMARY OF FINDING®F REPORT

In order to more directly address the Mandate ef Review Mission, the following report begins wihgeneral

discussion of internal control and statistics, &l s the particular concerns about Marange, hed ts presented in
sections corresponding to the minimum requiremehthe KPCS. Rather than being structured in then& more

typically associated with Review Visit reports, tReview Team believes that this more directly assies the
Mandate and will facilitate more fruitful discussiand analysis of the report.

In preparation for the Review Mission and in thenptetion of this report, the Review Team took noteeports by
the WGM Experts, the European Commission, Partirafrica Canada, and the aforementioned Human {Righ
Watch report. The Team also reviewed Zimbabwe’siahreports to the KP, annual WGS statistical esedyand a
regional statistical analysis study conducted leyEhropean Commission’s Joint Research Centre.

During the Review Mission, the Team also received @viewed reports prepared by the Zimbabwe Rép&lice
and a coalition of Zimbabwean civil society orgatiens. However, all information set forth in théport is based
on information collected and observed by the Reviesam during or, in limited cases, following theviesv
Mission.

In addition to comments presented to the Governroéd@imbabwe during the 14 July close-out sessiba, Team
prepared an “interim update” to the WGM and KP C€lagia means to facilitate immediate discussioth@fReview
Team’s findings within the KP and to provide an iediate summary of findings and recommendationshéo t
Government of Zimbabwe. Copies of the notes prepéoe the close-out and the Interim Update arechtd as
Appendices C and D. An initial response by the Goment of Zimbabwe to the close-out session dafeduly was
sent to the Review Team and is included hereingseAdix E.

In sum, the Review Team assesses that there acerosnwith Zimbabwe’s compliance with at least onenore
aspects of three of the four sections (sectiondM),and V) of the KP document that comprise thenimum
requirements. KP document annexes expanding om timésimum requirements have been considered. Adthou
reflected in certain discussions, the Review Teasiriot provided analysis of Zimbabwe’s compliandth the full
array of administrative decisions, technical guitks, or other recommendations established by feas these do
not necessarily reflect minimum requirements. Déston and explanation for these findings followdassuggested
recommendations for both Zimbabwe and the KP.

IIl. FRAMEWORK AND OVERVIEW OF INTERNAL CONTROLS ANDSTATISTICS

Although extensive information concerning framewarld internal controls has been presented in thd 26d 2007
RV reports, a summary is presented here as a foagvaluating the Team’s conclusions on Zimbabveespliance
with minimum requirements. Certain updates to pmesireporting are also included.

A. Overview

There remain three sources for diamonds in ZimbalMeeange (located in the Chiadzwa area), Muroweafled in
Zvishavane), and River Ranch Limited (located intlB&lge). The Murowa and River Ranch mines aregiely
owned and operated. The company operating at Marsngovernment-owned, as further described below.

The steps in order to export rough diamonds froombdbwe are complex and involve at least five sdpara
government agencies. The chronological order of rdwiired actions by each organisation is displalygdhe
attached flow chart, obtained from one producer langely identical to Annex F contained in the 20RV report.
The flow chart also references the laws, regulatiand orders that govern each activity.



The 2007 RV report recommended that amendmentsage o the overall KP compliance system to makKiests
cumbersome and more transparent and concise.”

Zimbabwe indicated in subsequent annual reports ribav policy recommendations were in place; howettes
Team was informed that no action on these recomatend has been taken.

B. Agencies and entities responsible for KP conmuiéa

The Ministry of Mines and Mining Development (“MMMDis assigned overall administrative and managemen
responsibility for the mining sector in Zimbabwe.

It has five regional offices and two “satellite”ficks. Further, it is responsible for overall KP{d$lementation and
related policy. This includes supervision of coraptie by individual companies operating in the diaghsector.

Individuals or companies dealing in diamonds aired to obtain an MMMD licence under the Preci®@isnes
Trade Act. In addition to the producing companitere are five licensed cutters and polishers imbébwe;
however, because of certain legal issues, theparget permitted to manufacture rough productiomf Zimbabwe
and can only undertake cutting and polishing ofangd goods. Government authorities own or coratdéast two
of these licensed cutters/polishers: Aurex Ltd gengany owned by the Reserve Bank of Zimbabwe, “RB#id
Kimberworth Investments Ltd. (a ZMDC company). @értsubsidiaries of the ZMDC are also licensed ¢aldn
rough diamonds pursuant to the Precious StonesT4at] including Marange Resources, Kimberworthelstments,
and Sandawana Trading. Marange Resources and Kiraktarinvestments are described further below.

The Ministry requires mine operators to provideortp of production on a monthly basis. The reparts submitted
regionally to the five regional offices. The Minildinistry issues operating licenses and grants €ddmg on the
size and sector) and further, facilitates the gnanovf export documentation, through parastatallhmmatsms, further
described below. Finally, the Mining Ministry issuexport permits for rough diamond shipments; b@gimin 2009,
MMMD charges US$3,000 for each export permit.

The Minerals Marketing Corporation of Zimbabwe (“MM”) is a corporation wholly owned by the governmand
created by state legislation. This is the KPCS etiqup authority and, in addition, is mandated bgtste to sell and
coordinate the export for all rough diamonds, amagt other minerals.

MMCZ maintains physical control of KP certificatand gathers production and export statistics. Istrmstances,
MMCZ acts as a selling agent on behalf of a prodoceelated company, for which it receives a smathmission
(0.875% of the value of the sale). MMCZ may alsocphase rough diamonds from a domestic producergbtitand
sell on its own behalf. On every sale of rough diads, royalties are levied by the government inah®unt of
10%, which is paid to the Ministry of Finance (fetow).

For Marange production only, tenders are held péaly in Harare. The tenders are facilitated by MMCZ on
behalf of the operating company Marange Resounvi#h, domestic and international buyers participgtim the
May 2009 tender, MMCZ reported buyers participatirgm Belgium, Dubai, Zimbabwe, the Democratic Relju
of the Congo, India, and South Africa. MMCZ indiedtthat previous tenders have included buyers fRussia and
Israel.

MMCZ also coordinated the “mop-up” operation ddsed at length in the 2007 RV report, which was gresil to
purchase illicit diamonds connected to the firstron Marange. The MMCZ maintains this stockpild has been in
the process of selling it off. In most cases, MM&&ls these diamonds on its own behalf, but irast one instance
(KP #0058, 27 March 2009), MMCZ sold mop-up stotkgiiamonds to Kimberworth Investments, which imtte-
sold the stones to a purchaser in Belgium.

The Zimbabwe Mining Development Corporation (“ZMDG$ a holding company created by an act of Padiatm
that invests on behalf of the government in miraegvities. It operates 26 separate companies %é&unai of wholly
state owned and joint venture entities) that milaginum, gold, uranium, chrome, emeralds, graphitel diamonds.

In 2007, ZMDC was granted title and a series ofé@al Grants,” to the mining rights for the areattincludes
Marange, comprising a total of 66 000 hectaresdai®, a perimeter of 10km2 is partially fenced hvadditional
fencing of the larger 66 000 hectare area in thamphg stage. The Marange production facility autfyeproducing
diamonds consists of a 2.5 km2 secured area wittkeirl0 kilometer fenced area and the larger 66heg@fare grant.



Marange Resources, Ltd. is the ZMDC subsidiary tfmmally conducts mining operations at Marange;6
Kimberworth Investments is a separate subsidiagd umn occasion to sell Marange production. ZMDCviotes
marketing and selling services for Marange produgtincluding finding customers and controlling exs. ZMDC
officials indicated that efforts to subdivide, aatiact private investment for Marange remain omgand that such
investments are critical to a sustainable and seprogduction environment at Marange.

The Zimbabwe Revenue Authority (“ZIMRA") facilitetetrade and collects revenues, in the form of enstéees,
taxes, and royalties. It also functions as the itipg authority, clearing parcels and checking dmcumentation,
including KP certificates on import. This agencyrsuunicates with the export authority and confiratesarrival of
parcels.

ZIMRA provided the Team with schedules of import2007-2009. In all but one case, imports condigtustralian
origin diamonds that come through Belgian compartss different individuals and companies (Boartnggear,
Jacob Bethel.

Corp., Lesley Faye Marsh Corp., Parmenta Investsneatd Independence Gold Mine) have imported diasion
Both Boart Longyear and Jacob Bethel Corp. recefivesd in 2007 for import-related violations.

The Reserve Bank of Zimbabwe (“RBZ”) is the natiolb@ank, holding accounts for government ministioesy and
acting as a technical advisor to the governmentolmection with exports, the RBZ issues a form {Qby which
it authorises exports. This form is required, amdhtains specific information about the export, utthg the
beneficiary of the export, the value of the expaiat price is being charged, what revenue is bpaig to which
government agency, any agent's commission, thestefrpayment. Multiple copies of the form are ceglatand sent
to the client’s local commercial bank, to ZIMRA atalthe exporter. A copy is also sent to severgpoesible areas
of the RBZ, for reporting and supervising purpogesindicated in the 2008 Annual Report, the Teaas imformed
that RBZ issuance of the CD1 became increasinglgerddficult and time-consuming in 2008, as a resatcording
to one interviewee, of RBZ interest in taking ograater role in the rough diamond trade.

The RBZ, however, is not authorised to buy and diaiinonds, and reportedly has never done so. Oroocesion,
the RBZ was requested to store some rough diamthadidrad been acquired through a “swap” progranoreean
up illicitly mined diamonds. It was also requestedstore diamonds that had been seized from AfriEansolidated
Resources, the company that held a claim to Martimggevas subsequently revoked.

After a period of time, all such diamonds were sndered to the MMCZ — no other diamonds have bsadat the
RBZ since that time.

Although the representatives of the RBZ stated tthey only hold accounts for government ministryeleagencies,
and specifically denied holding an account for ICZ or any other agency engaged in rough diamoade,
representatives of the MMCZ stated that for a speriod of three to four months in 2008, the MMMé&uired them
to move their bank accounts from a commercial bemkhe RBZ. After three or four months, the MMCZ sva
required by the MMMD to move their accounts backhiir commercial bank.

C. Summary of Internal Controls — Source to Pofriicst Export
1. Marange

The Team concludes that the system for internatrotsndoes not effectively capture all diamond prcttbn at
Marange. As described below, the Review Team tdged that certain entities within the GovernmenZiofibabwe
are directly involved with the removal of rough mli@nds from the Marange area. The discussion foligvim this
section concerns only the official ZMDC productithat is captured through the legitimate channeiabéished by
the ZMDC, MMCZ, and MMMD.

The Marange facility started officially producingachonds in April 2007, at which time it was decthwee protected
area, making unauthorised entry a criminal offeese|uding entry by the local community. As desedkabove, the
ZMDC has a Special Grant for the area, and thditiags operated by a ZMDC subsidiary. A total d8QLpeople,
including security personnel, diggers, sorters, @bdprivate security guards (employed by Chitkemprevate

security company), work at Marange.

ZMDC'’s Special Grant total area is 66 000 hectafé® road into the area from Harare has at least(b) policed
road blocks where incoming cars are halted by pdied army representatives for inquiry. The teashndit observe



any outgoing cars being stopped for inquiry. Withie 66 000 hectare property, there is a 10km2 Hratis
imperfectly fenced, i.e. there are significant et of the fencing that can easily be walked thjtoor are simply
non-existent. These concerns with the fencing lexigted since formal production began in 2007.

Although this area is patrolled by the Zimbabwe #jz Police (ZRP) and the Zimbabwe National ArnAN@),
there is no effective real control or securitylirstarea; indeed, as described in Section IV, theseorities often are
the cause of the insecurity. The larger, 66 00@ane@rant area is also not secured or controfiehy manner.

The single Marange alluvial production area cutyebting worked is a 2.5 km2 area. It is fully fed¢ and the
perimeter is monitored by joint ZRP-ZNA patrols.€fb is an elevated observation post (unmanned wieemeam
visited). Persons entering and leaving the faciitg searched by employees. The production equipossad to
process the collected gravel is low tech — the pectdn machinery is operating on fuel power (naeleity or water
source other than fuel driven generators and tateg water is available at the facility.) The diugs, the
production machinery and the sorting process anéigumous. The processed “waste” is also storeditervery near
to the production machinery — further sorting aé toil is planned in the future.

Diamond sorters at Marange work within a smallercésl area within the mine and are closely supeatvise
employees of the private security firm. Once a diachis found by a sorter, it is handed to a seguitard who
places into a “non-returnable” box (i.e., diamomds go in but not out.) This box is carried (in t@mpany of
security) to the sorting room. This room has limigecess, and is monitored by the security compamgloyees. An
entry into a ledger is made for each diamond, gotiarat weight. The production is then placed sgoure and
sealed boxes on site, and then transported byacabpanied by the ZRP) to MMCZ offices in Harawbgre the
seals are broken, the contents sorted and evalpatedo export.

At this juncture, MMCZ undertakes to acquire ak thecessary documentation (including a KPCS ceati). Once
payment is received, the documents are producedielncered to the MMCZ, which ultimately takes respibility

for the documents, the export clearances and shipaie¢he parcel. The MMCZ also receives confirmatfrom the
recipient of the parcel that it has arrived atlgstination.

2. Murowa

This kimberlitic mining operation is owned by MurawWiamonds Private Limited, which is in turn majprowned
by Rio Tinto plc, a publicly traded Australian migi company. Security within the mining area at Muai@perates
at a highly complete and technical level. Productimm Murowa is sealed in parcels on site andspanted by
security and Murowa employees to Murowa headquadfices in Harare. At this point, the MMCZ is ited to the
offices of Murowa for the purpose of engaging ig thaluation and export procedures. At no pointtdodiamonds
ever leave the premises. The required documentC®&Pertificate, invoice, packing list, bill of eptrshippers
instruction and release order and CD1) are thenigmtiby Murowa from the MMCZ, joined with the diamds and
picked up by a Murowa contracted South Africa sgwompany for shipment to Antwerp by air. The sty
company maintains physical custody of the documantsdiamonds at all times through the transpotii¢oreceiver
in Antwerp.

3. River Ranch Limited

River Ranch Limited (RRL) is owned by Rani Investjewhich is part of the Aujan Group, a Middle East
manufacturing conglomerate. RRL is a Zimbabwe tegigl mining company engaged in the extractioniarhdnds,
under the authority of a Special Grant. The compapgrates a kimberlitic mine, measuring some 16kmtal,
situated 22 kilometers from Beitbridge. RRL alss ha office in Harare.

Security at River Ranch is operating at a high lleVbere are mounted CCTV cameras at strategiditota— and
robust security measures, including X-ray, useeer and leave the processing plant facility. Betidn from River
Ranch has resulted in only five (5)11 exports simaaluction began in 2007. According to officiatsRaver Ranch,
this is due to a lack of demand.

When a decision to export is made, the followinggedures are applied: RRL contacts MMCZ of thetenition to
export, and requests that representatives of MMf@Xet to the mine for evaluation procedures. The GEV
evaluates labels and packs the diamonds in theepresof RRL at the mine. RRL informs its buyersovthen
contact MMCZ to complete the terms of the sale. ©payment is made by the buyer, the MMCZ procetises
export permit, which is sent to the MMMD for appabvThis document is sent to the RBZ, which issaig3D-1.
Once this form is acquired, a KPCS is issued byMMCZ. All documents are submitted to ZIMRA (Custgnfor



final clearance. The documents are then sent bat¢ke mine, and joined with the parcel and shippgdne of
RRL's privately engaged common carriers (G4S Ilragomal or Brinks Global), which makes all air ocarg
arrangements. These details are forwarded to RRL.

When the representative of the carrier arriveb@tine to collect the parcel, they have the docusy@nd their ID
is checked, as is all paperwork. Under heavy gubsdcourier rep is escorted to the RRL airstripe Pparcel is flown
to Harare, accompanied by a representative of RRky are met by security personnel, and escorted decured
area of the airport, where the parcel is loadedbadie traveling on aircraft, in the presence ofLR&rport security

and the courier. It is flown to Johannesburg, lielsecure courier company facilities there, anchttleared by South
Africa customs officials and the South African Diamd Board for international shipment. Once the @laacrives at
its destination, it is cleared and delivered by dbarier company. When the parcel leaves Zimbalawmnfirmation

is given to the MMCZ, and the issue a copy of tfS to RRL. RRL’s customer confirms receipt in ingt

D. MMCZ/ZMDC

The Team was able to review portions of the stdekpiaintained by MMCZ and ZMDC. Timing and logistic
challenges prevented an exhaustive review of thekptle, and the Team recommends that a more tigbroeview
of the entire stockpile be conducted by the nexttédm that visits Zimbabwe. The Team was not ableview the
portion of the stockpile maintained by the ZRP threp judicial authorities for purposes of evideacel can provide
no comment as to the applicable security measurgesamtity of rough diamonds such authorities magsgss.

The security system in place at the MMCZ/ZMDC dfficfeatures a number of security cameras and loskfs
inside designated areas of the building. Perscerdss is controlled by security guards and resjtiive presence of
designated personnel from the respective compaatyaivns the stockpile. Diamonds are maintainechdividual
parcels with corresponding documentation includ@tiwthe parcel.

E. Statistical Analysis
1. Production statistics

According to KP statistics, Zimbabwe has produc@8,816 carats in 2007 and 797,198 carats in 2008y Tvere
valued at USD 31,400,904 and USD 43,825,425, réispéc Zimbabwean production comes mainly from wea

and Marange. The Murowa mine produced 147,956 £ama007 and 261,850 carats in 2008. The remaining
production comes from Marange and River Ranch miae®unting to 547,060 carats in 2007 and 536,868t in
2008, or 79% and 67% of the total production retpely.

Daily records of diamond production in Marange jded to the Team show that during the period Apiidecember
2007, 496,691 carats were produced. In 2008, tiaé pooduction was 460,017 carats, of which 73 %ewsoduced

in the first half of the year. Production slowedtlire last quarter of the year, which correspondsé¢operiod when
there were reports of an illegal diamond rush inrdnge. The average production per month was 19,800
carats/month in the 4th quarter of 2008 whereas# 58,000 carats/month in the 1st quarter of dingesyear.

Diamonds from Marange accounted for at least 71%eftotal production in 2007 and 58% in 2008, cared to
21% and 33% for Murowa in 2007 and 2008, respédigtiviehe share of value for Marange diamonds inl to&ional
production is not easy to establish since the dbariatics of diamonds on the three sites may diffxport records
from Murowa in 2008 indicate an average price of USD/carat, whereas the average price calculated the KP
statistics is 111 USD/carat. Thus, the share ofa¥ige production in terms of value should be sintidathe one in
terms of weight.

2. Export statistics

Zimbabwe exports its entire production, as therediperational cutting centre in the country. Tieorts (which
are actually re-imports) represent a tiny proportiess than 1% of the trade volume. Only exporéstherefore
analysed in this report.

In 2007, Zimbabwe declared exports of 489,171 saxathe European Community (68%), South Africa%},7the
United Arab Emirates (13%) and China (1%). In teohsalue, this corresponds to a total of USD 23 870 that
breaks down as follows: the European Community ()7486uth Africa (3%), the United Arab Emirates (14&fd
China (9%).



In 2008, Zimbabwe declared exports of 327,833 sa@tthe European Community (67%) and to the Unieab
Emirates (33%). In terms of value, this correspadids total of USD 26,693,385, which breaks dowriodlews: the
European Community (93%) and the United Arab Erag&?%).

Exports to the European Community in 2008 corredpdrexactly to exports declared by Rio Tinto, whigterates
the Murowa mine, i.e. 218,284 carats, represerfifip of total Zimbabwean exports. It can be assuthat the
diamonds exported to the UAE were produced in Mgeaor River Ranch. In 2007, exports from Murowaoaeted
for 44% of the total Zimbabwean exports to the ERe proportion of diamonds from Marange in theaidfi exports
has diminished between 2007 and 2008, and thos®odids were exported to various destinations.

KP statistics indicate discrepancies with two tngdpartners: the European Community in 2007 and280d the
United Arab Emirates (UAE) in 2008. The MMMD indted that it had begun reconciliation processes ittt the
EC and UAE but had not had the opportunity to catepthe processes prior to the time of the Reviagssidn.

A comparison of declared exports and productioaréigg shows a gap of 205,845 carats (30% of thepgotduction)
in 2007, and 470,084 carats (59% of the total pectidn) in 2008. Part of the discrepancy betweerdpetion and
exports figures is a result of the fact that pobeézures were included in production, but not etqubbecause they
were used as court exhibits. The data given td#amn shows that the police seized a total of 14b¢&atats in 2006,
25,655 carats in 2007, 22,945 carats in 2008, 4rii82 carats through June of 2009. With the excepti a single
year (2006), the seizures represent only a smadtin of the total production and cannot expl&ie discrepancy
between production and exports.

Finally, MMCZ statistics for 2009 indicate that Ziabwe is exporting significantly greater quantit@fsrough
diamonds than in previous years. In the first b&l2009, MMCZ records indicate that Zimbabwe exedr700,714
carats, already more than double the total frorofa?l008, and over 210,000 carats more than iaf&D07.

MMCZ explained that this was largely a result alexision to sell off portions of the stockpile irder to improve
cash reserves.

I1l. SPECIFIC CONCERNS AND FINDINGS ABOUT MARANGE

As indicated above, the primary concern leadinthéoestablishment of the Review Mission was thgasibn in and
around the Marange diamond field in Manicalandastern Zimbabwe. Marange was also a significanisfaf the

2007 RV report, as an earlier diamond rush at Mggan 2006 prompted the establishment of the RvhteBhe

Marange field and surrounding area are describei@tail in the 2007 RV report, and there has beeohange in the
legal status or other characteristics of the fafte that report.

The 2007 RV report concluded that, following a “rg@’ rough diamond purchasing operation, transfegmecial
Grant claims to the ZMDC enabling the ZMDC to befinmalised production, and other security measuttes
“Government of Zimbabwe has in general manageditgljthe Marange] situation under control in tlstfhalf of
2007.” The 2007 RV report included a recommenddtian the Government of Zimbabwe continue withefferts to
increase and maintain control at Marange.

In response to this recommendation, Zimbabwe’s ahreports in 2007 and 2008 provided identical tpsl@an the
status of implementation: “Implementation is ongpirBecurity plan is being reviewed — security fagciand

accountability system is being upgraded.” The 2@0&ual Report also included a reference to “ocasio
vandalism of security fencing by illegal diamondjgirs” with no direct indication as to how that hagbacted its

implementation of the recommendation.

In a separate section of its Annual Report, Zimbabwlicated the following:
lllegal diamond diggers and dealers paused secarity accountability challenges at Marange. Occaflipnthe
illegal diggers pilfered diamonds from the diamamhcessions where Zimbabwe Mining Development Qi

has exclusive prospecting and mining rights.

The country’s security agents endeavoured to $tejllegal activities within the diamond field, whi besides illegal
diamond digging and dealing, included murder antbiegdiggers and dealers, robberies, rape, catténuy etc.

In the 4th quarter of 2008 the security agents @eeca special operation, which is still ongoingeTbjective of the
special operation was to restore order and mairgeder. The operation flushed out about 30 00@dllediamond



diggers from the diamond field. There were threeréported deaths from among the illegal diggerd dealers,
which resulted in eight (8) deaths [sic — shouldbests/prosecutions].

In conducting its work, the Team visited the aneaaind around the Marange diamond fields, condueleensive
interviews with the victims of the reported violenim the fall of 2008. In addition to meetings wifimbabwean
authorities, the Team held meetings with the MagbrMutare, the former Deputy Mayor of Mutare, the
administrative staff of the Mutare Provincial Hashithe Member of Parliament for Mutare Centraé Member of
Parliament for Mutare West, the Chiadzwa Chieft#ie, manager of Chiadzwa’s medical clinic as welttze civil
society organisation, Centre for Research and Deveént.

During the field visit, the interviews, and the riegs, the Team collected evidence that contradithe accounts
given by the Zimbabwean authorities in the Annugb&t section above and in separate interviews thihlream on
the involvement of the security forces in illegaining activities and on the reported violence ird around the
Marange diamond fields.

The Team was told by a number of intervieweesyuiticlg the ZRP, ZNA, ZMDC, MMCZ, and others thaarsing

in approximately October 2008, the ZRP faced dcatlitsituation resulting from the renewed appeagaat an
estimated tens of thousands of illegal diamond rsinEarlier police operations, which included mas®sts, had
failed to stem mining activities by illegal miners.

The ZRP told the Team that it requested assisténoee the ZNA in October 2008 in response to aneased
presence of approximately 35,000 illegal minerhenMarange diamond fields. The Team was toldttietthe ZRP
remained in charge of all 24

operations in Marange at all times, with total fscf approximately 1,500 police officers and rmailt personnel
under its command. Both the ZRP and the ZNA tokltdam that no shots were fired during the effrtdisperse
the illegal miners, that the illegal miners facexdirect violence, and that no police or army pensb experienced
any injuries.

The Team was also informed that the ZRP and the ZN#@tinue to provide joint security in the areadenthe

authority of the ZRP, and that there is no forrmalolvement of any nature by the approximately 9€@izers from

both forces in diamond mining or trading activiti#®ie ZRP and ZNA provided information on individlisstances
of misconduct by soldiers and officers, which réslin deaths in 5 cases, but which were claimduktanrelated to
rough diamond activity.

During its visit to the Marange area, members ef Tlkam observed soldiers with uniforms using @wisi to conduct
illegal diamond-mining activities. Members of theam observed three ZNA personnel overseeing thaimgof
diamond gravel by illegal diamond miners. On tweasions, when members of the Team tried to apprieh, the
military personnel and the illegal miners disappdainto nearby bushes. On one occasion, membeiseofeam
spoke to a group of eight illegal miners, includimgmen with small children, who had stayed behhwyever, this
group was not forthcoming.

In addition to observing diamond-washing activitie®mbers of the Team saw several groups of illéigahond
miners, some digging diamonds, and some carryiogssaf gravel. These activities took place outshdeperimeter
of ZMDC'’s current mining area, but still within ti&pecial Grant area of 66,000 hectares. The Teamaddserved
the ZMDC truck removing water from the facilitietbe Chiadzwa medical clinic (Water is often usgddiamond
mining companies for pumps and as a means tolsoudgh gravel to identify diamonds. ZMDC’s minirechniques
are quite basic, and water is used by ZMDC fordhmeposes.)

The Team was able to speak to a group of sevagalliminers who initially started running when a ieédhused by
the Team approached them. All of the individualsevearrying sacks containing diamond gravel, sofne/tach
they left behind while running away.

After explaining to them the Team’s interest in tidouting to the improvement of the situation indaaround
Marange and providing assurances that their idewiituld not be shared with the security forces,illegal diamond
miners returned and shared their experiences. grbigp told the Team that they are regularly engdgedilitary

personnel who allow them to collect gravel from #rea that the ZMDC is currently mining. The graupntioned
that the military officers they work for usuallylah them to take 10% of the proceeds from the diadasothey
recover. They also told the Team that the militaomcibly uses them to refill the land where diamsrthve been
extracted without providing them any compensation.



These reports correspond to other evidence prasémtthe Team, and the Team judges as credibl@rbgosition
that the system of ZNA/ZRP syndicates operatingniuggle rough diamonds has been in place sincespmately
November 2008, and likely since formal productioegén at Marange in 2007. The Team concludes tleat th
Government of Zimbabwe authorities are aware o$dhgyndicates and on-going smuggling operations have
permitted them to continue.

The Team received consistent reports that diamoemsved from Marange in this manner generally Ziitbabwe
through the nearby border with Mozambique, whegaificant illicit buying and trading operations anederway.
The Team received reports from one organisatiorseloent to the Review Mission indicating that bayEom
Lebanon, Israel, Belgium, and Dubai are presemtihénMozambican towns of Manica and Chimoio. In gahdhe
reports indicate that rough diamonds travel fromzihobique directly — and illegally — to cutting apdlishing
factories, likely without obtaining KPCs along thay.

Members of the Team asked the aforementioned gobgpven illegal miners about deaths and violengéng the
October 2008 — January 2009 operations to evegall miners from the Marange diamond fields. Eaoh of these
illegal miners reported seeing people killed areinbhmbers they cited ranged from one to seven.

This group also told members of the Team that thleserved extreme violence against illegal minexs thiat the
ZRP and ZNA used two helicopters, “AK” rifles, dodmrses, shotgun pellets, batons, and tear gasT&am found
that the equipment listed by this group largelyresponded with the ZRP and ZNA’s own accounts afiagent
present during their operations.

Including the individuals indicated above, the Teatarviewed more than 20 victims in Mutare anddclawa. The
victims included women who reported that, while enthe custody of the security forces, they wepedarepeatedly
by military officers and that they have been forée@ngage in sex with illegal diamond miners. @ioéim told the
Team that she tested HIV positive after she had feeed to have sex with two men and then raped hyilitary
officer.

During the interviews of victims, the Team heardamts of beatings of men and women by the seciaites, and
saw wounds and scars from dog-bites and batons.

A substantial number of the victims and witnessésriviewed by the Team reported a rampant useobénti dogs by
the Zimbabwean security forces. The team found tiratmedical clinic in Chiadzwa village treated maf the
victims of the violence in Marange. Some of thetims, including petty traders, reported that thegrevdenied
access to medical facilities in Mutare by the goveent. The Team also received documentation framMhtare
Clinic documenting individual cases treated theresignificant number of which included assaultsy dites, and
gunshot wounds sustained during October and Nove&@@8. The Zimbabwean Physicians for Human Righits
the Team that it assisted four cases of peoplewére denied medical treatment.

The Team asked the ZMDC and the MMCZ if they reediveports of violence perpetrated against citizgnsither
the ZRP or the ZNA from October 2008 through Jap2&09. Both the ZMDC and the MMCZ maintained ttiegy
did not receive

reports of any acts of violence. However, the Téaamrviewed a withness who stated that he himseldfinat with the
ZMDC and provided specific information about theseents at that time. Further, the Mayor of Mutanel ¢he
Member of Parliament for Mutare West reported theréase of violence and illegal activities in theaato the
authorities during this time period.

The Team assesses as credible the general deghilsrth in the reports gathered from victims ahtbtigh other
meetings. The Team does not view as credible thergédetails provided by the ZRP, ZNA, and othatharities
concerning the conduct of security operations ito®er-December 2008, and in the period since Jgr2@09.

The Team judges that an on-going operation is aceplthrough which illegal mining and smuggling otigh
diamonds from the Marange area is coordinated anducted by the ZNA and was previously coordindigdhe
ZRP. The Team assesses that, at a minimum, the ZMR@are of and may also participate in some dspEchis
operation. The Team judges as likely that the MM&®d MMMD are aware of the operation.

Prior to the departure of the Team from Harare Mivaster of Mines, the Honourable Obert Mpofu, annced that
Zimbabwe would demilitarise the area and that tligary would be withdrawn in phases. The Minisievited the



Kimberley Process to observe the demilitarisatiootess. According to information provided to theaifefollowing
the visit, as well as numerous media reports, hewethis does not appear to have occurred; indibedTeam is
aware of reports that the military presence indtema may actually have increased.

IV. THE KP CERTIFICATE
Section Il of the KP Document provides that eactii€lpant should ensure that:

(a) a Kimberley Process Certificate (hereafterrrefé to as the Certificate) accompanies each shipmrough
diamonds on export;

(b) its processes for issuing Certificates meetntii@mum standards of the Kimberley Process a®sein Section
Vv,

(c) Certificates meet the minimum requirements et in Annex |. As long as these requirements aeg, m
Participants may at their discretion establish talual characteristics for their own Certificatésr example their
form, additional data or security elements;

(d) it notifies all other Participants through tB&air of the features of its Certificate as spedifin Annex I, for
purposes of validation.

The Review Team notes concern with subsectiorfifaing Zimbabwe generally compliant with subsertidb), (c),
and (d). The Team notes one area of concern wsfter to subsection (c), further described below.

First, concerning subsection (a), the Review Teatasithat, in general, the process for issuanéd@fs remains the
same as set forth in the 2007 RV report, as eléddrapon above. In general, the Review Team judigasthis
process, though remaining procedurally cumbers@sna and of itself, sufficient to meet KP minimwstandards.

However, the process, at least vis-a-vis Marangepat implemented in a manner sufficient to enghet the
requirement of subsection (a) is fulfilled. Spezfly, as explained above and in the 2007 RV repbet process for
issuance of KPCs for export requires interactionabyexporter with the MMCZ, MMMD, and RBZ prior the
granting of a KPC by MMCZ. Information gathered by Review Team indicates that this does not occur
consistently on the ground at Marange, as certawvegnment authorities enable rough diamonds toeleidre
Marange area without going through the requiredt@sees. Specifically, the weak security measuresaire within
both the formal production area and larger Spégiait territory at Marange, in conjunction with ttensistent, on-
going level of facilitated smuggling, results iretlailure of Zimbabwe to ensure that each shipn@ntough
diamonds from Zimbabwe will have a KPC.

Although normally considered more of a matter @éinal controls, the Review Team also judges failor ensure
the issuance of a KPC for each export of rough dias to be a concern with respect to Section Il Qaing its
visit to Marange, the Team witnessed a sale of hadigmonds by illegal miners to an unlicensed buyéat this
incident could be witnessed openly by the Team rsubees the extent of the problem and explains nefgrence is
made to concerns about compliance with Section.ll(a

Second, with respect to subsection (c), the Relieam notes that, as indicated in the 2004 RV afd RV reports,
the Zimbabwe KP Certificates continue to reflectesror in HTS classification number, i.e. 7102.2€ev7102.21.
The 2004 RV report recommended that a manual chahtie HTS number be made on each KPC until tiggrad
stock is exhausted; the 2007 RV report indicatedl tthis recommendation had been adopted and implkeche

However, based on the Team’s review of copies obfdthe final KPCs issued by Zimbabwe from 1 Jap007-
24 June 2009, it appears this change was madelptive primarily on KPCs issued in 2009. Notwitheding the
question this raises with respect to the findinghie 2007 RV Report, particularly in light of theunterfeit Guinean
KPCs identified in 2009, at least some of whichtdead an analogous error in HTS classification nemithe
Review Team reiterates the recommendation of tig RV report that this change be made manuallyamh &PC
issued by Zimbabwe until the printed stock is exted.

V. UNDERTAKINGS IN RESPECT OF THE INTERNATIONAL TRBE IN ROUGH DIAMONDS

Section Il of the KP document sets forth:



(&) with regard to shipments of rough diamonds ewgbto a Participant, require that each such sbinis
accompanied by a duly validated Certificate;

(b) with regard to shipments of rough diamonds irtgubfrom a Participant:

« require a duly validated Certificate;

« ensure that confirmation of receipt is sent expmesly to the relevant Exporting Authority. Therdirmation
should as a minimum refer to the Certificate numbiee number of parcels, the carat weight and #taild of the
importer and exporter;

« require that the original of the Certificate leadily accessible for a period of no less tharetlyears;

(c) ensure that no shipment of rough diamonds pomed from or exported to a non- Participant;

(d) recognise that Participants through whosettegrishipments transit are not required to meetréugiirement of
paragraphs (a) and (b) above, and of Section Ipi@yided that the designated authorities of thei¢hant through
whose territory a shipment passes, ensure thashimmnent leaves its territory in an identical staseit entered its
territory (i.e. unopened and not tampered with).

In general, Zimbabwe appears compliant with thevigions of Section lll.

However, the Review Team notes some concern wipew to a possible interpretation of subsection As
indicated above, credible information gathered iy Team indicates that a substantial quantity aginodiamonds
smuggled away from Marange exit Zimbabwe to Mozamuéj a KP non-Participant. This has been a knostreifor
the Government of Zimbabwe since at least 2007,nwime 2007 RV report indicated that illegal dealbes
established themselves in Mutare, “a few kilometeys the border with Mozambique.” The Review Teaas not
presented with any information by the GovernmentZahbabwe concerning specific efforts to preveng th
continuous exit of diamonds from Zimbabwe to Mozajub.

Given the length of time that this appears to hagen occurring, and the potential quantities ofglodiamonds
exiting Zimbabwe to Mozambique, the Team notes sbidsection (c) may require further elaboratiomfithe KP as
to the applicability to a situation like that ofrababwe.

VI. INTERNAL CONTROLS

Section |V of the KP document sets forth:

(a) establish a system of internal controls designeeliminate the presence of conflict diamondsrfrshipments of
rough diamonds imported into and exported frontetstory;

(b) designate an Importing and an Exporting Autiy@es);
(c) ensure that rough diamonds are imported andréegh in tamper resistant containers;

(d) as required, amend or enact appropriate lawegulations to implement and enforce the Certiiica Scheme
and to maintain dissuasive and proportional pesgftr transgressions;

(e) collect and maintain relevant official prodocti import and export data, and collate and exchaugh data in
accordance with the provisions of Section VI,

(f) when establishing a system of internal contrédde into account, where appropriate, the furihgtions and
recommendations for internal controls as elaboratehnex Il.

Principles of Industry Self-Regulation

Participants understand that a voluntary systermadistry self-regulation, as referred to in thedPnble of this
Document, will provide for a system of warrantiesdarpinned through verification by independent tardi of



individual companies and supported by internal fimsaset by industry, which will help to facilitthe full
traceability of rough diamond transactions by gawegnt authorities.

The Review Team notes concerns with subsectiongdjg)and (f).

With respect to subsection (a), the Team conclutlas Zimbabwe’'s system of internal controls, paittcly at
Marange, does not necessarily eliminate the presehconflict diamonds from diamonds exported frigsrterritory.
The Team views as a necessary precondition tdlftiifs provision a system that controls rough dieals from the
point of production to the point of export. Whilkcit mining and smuggling can rarely, if ever, hdly eliminated,
the Team views as distinct a situation where aidhaant faces individualised cases of illegal snumgg and that of
Zimbabwe, where the smuggling and operation thabks rough diamonds to flow from Zimbabwe outstide
KPCS is largely operated and maintained by offierdities.

The involvement of government entities in theseviprather than solely the usual black market acthould result
in direct implication of the overall system of imel controls that Zimbabwe is responsible for. Tisathe Team
judges that the smuggling operation out of Marastgeuld be deemed to be “on the account of” Zimbaitsedf. As

a result, the Team assesses that the flaws in Zindga system of internal controls makes possibéeititroduction
of conflict diamonds into the legitimate trade hesm it maintains an on-going level of smugglingt thaes not
provide for imposition of the required elementstled KPCS or a mechanism to control particular rodgtmonds
from point of production to point of export. Withosuch elements, a system cannot be deemed tods&gied to
eliminate the presence of conflict diamonds . . .”

While there are currently no indications that ikithe case, an established smuggling channelists ésom Marange
could easily be viewed as a feasible mechanisma ftrafficker of conflict diamonds. And because Hystem of
internal controls established for Marange only &spto a portion of the production, such confli@rdonds could
easily be introduced and further smuggled by ttesn without detection or control.

The Team observed a significant level of basic ésathess in and around Marange, which, accordimymteerous
reports provided to the Team that were deemed torddible, carries over to the neighboring areaslotambique,
from whence rough diamonds are reportedly smuggiteeard into the territories of a number of Partgits.

As a result, illicit rough diamonds appear to béeab flow in and out of the Marange area withidittmpediment.
Lawlessness, particularly when combined with viokeand largely overseen by government entities,ldhaot be
the hallmark of any system of internal controlsrded to be compliant with the provisions of subset(a).

Further, the general situation in and around Magamgt only prevents Zimbabwe from insuring thatglodiamonds
are not introduced into the trade through its teryi but the level of smuggling out of Marangeoajsopardizes the
ability of other Participants to be sure that tleeim system of internal controls is sufficient.

The Team judges that the relatively minimal segumieasures in place at the official mining operaiat Marange
also do not eliminate the potential for introduntimf conflict diamonds into the system, as requivgdubsection (a)
and as set forth in Paragraph 10 of Annex Il of ii®¢ document (referred to by subsection 1V(f)). Theam

determined and demonstrated that it was quite singpbreach the fence — where the fence existsreumding the
mining operation at Marange. Moreover, the laclcoferage of security cameras and manner in whietstinters
process diamond production makes it quite pos$drleonflict diamonds to be mixed in with the gealeMarange
production. Neither ZMDC nor MMCZ appear to haveystem in place to evaluate the origin of the diadso
contained in Marange production.

With respect to subsection (d), the Team notes @dticern the manner in which the ZNA and ZRP hawdertaken
security operations to deal with transgressionthefPrecious Stones Trade Act and other relevarg. IAs set forth
in extensive detail in the 2007 Annual Report, Zaibvean law provides for appropriate and dissuagerlties;
indeed, the laws were enhanced following the fitsth on Marange. The Team judges that the use toérag
violence to counteract illegal mining does not espond to the principle set forth in this minimueguirement.
Although the KP does not instruct, nor does thenT@atend to provide such instruction to, Zimbabweany other
Participant as to how to implement sovereign densito undertake security operations, the Teamlgdes that the
manner in which the security operations were cotatlicontradict the nature of this provision of K¢ document.

The Team fully appreciates the challenges faciegGbvernment of Zimbabwe in administering the Mgeamine,
as well as with respect to the larger economic goldical issues facing the country. Nevertheldhs, Government
authorities must rely on the very laws they havefedgh to combat illegal mining. Although they alty do so to



some extent, in light of the number of arrestshim past year, there is a concern that the autb®wd not solely rely
on these penalties, but also implement extrajudeidtions that the Team views as representing aeronwith
respect to subsection (d).

VIl. COOPERATION AND TRANSPARENCY
Section V of the KP sets forth:

(a) provide to each other through the Chair infdiamaidentifying their designated authorities ordiEs responsible
for implementing the provisions of this Certificati Scheme. Each Participant should provide to dBagticipants

through the Chair information, preferably in elecic format, on its relevant laws, regulationsesjlprocedures and
practices, and update that information as requiféis should include a synopsis in English of theemtial content
of this information;

(b) compile and make available to all other Pavtiaits through the Chair statistical data in linthvie principles set
out in Annex lll;

(c) exchange on a regular basis experiences armd mlevant information, including on self-assesstnimm order to
arrive at the best practice in given circumstances;

(d) consider favourably requests from other Pandiots for assistance to improve the functioninghefCertification
Scheme within their territories;

(e) inform another Participant through the Chait donsiders that the laws, regulations, ruleecpdures or practices
of that other Participant do not ensure the absehcenflict diamonds in the exports of that otRarticipant;

(f) cooperate with other Participants to attempteteolve problems which may arise from unintenti@rg@umstances
and which could lead to non-fulfilment of the minim requirements for the issuance or acceptancehef t
Certificates, and inform all other Participantsltd essence of the problems encountered and dfstdifound,;

(g) encourage, through their relevant authoritidsser co-operation between law enforcement ageraid between
customs agencies of Participants.

The Review Team assesses that Zimbabwe is genemaithpliant with subsections (b)-(f). However, theam
believes that information provided by Zimbabwe @sponse to the KP Chair's queries in February 20u9in its
Annual Report for 2008 (submitted in March 200%) well as in reports and information presentedhéoTeam itself
during the Review Mission, was false, and likelyemtionally so. Although perhaps more squarely ssue with
respect to compliance with the ADPR, the Team nitéesoncern in this regard vis-a-vis subsectioa)V(

As indicated above, the Team assesses as creléiaformation provided by witnesses and in theoreprepared
by Zimbabwean civil society concerning the intepgeiod of violence of October-December 2008 corewatith
Operation Hakudzokwi, as well as the on-going reataf ZNA/ZRP facilitation of on-going illegal smulgtg
operations. The Team witnessed ZNA soldiers oveargedlegal diamond operations, observed an illegale of
rough diamonds from members of a “syndicate,” amerviewed numerous witnesses who described bdiag t
victims of extreme violence in connection with tilegal mining and smuggling of diamonds. The Tealso
received consistent reports from regional goverrroéfitials that corroborated these accounts.

In each of its presentations to the KP, whethahéChair, WGM, or Review Team, the Government iofitzabwe
has categorically denied the use of any violentsuess against illegal miners or the involvemenZN®, ZRP, or
other entities in illegal diamond mining and smiiggloperations. The Team does not consider thesi@ldd¢o have
been made in good faith and views with concernnitiiion that a Participant would provide false imfation to the
Chair, WGM, and other Participants.

Zimbabwe has had a significant period of time duyrimhich to provide the necessary updates on itstipes,
particularly when a request for such informatiorsvgesed directly by the KP Chair, upon recommendadif the
WGM.

Although the information identified by the Reviewedm may not have been particularly welcome repfants
Zimbabwe to make to the KP, it is the Team’s viéattonly through such open and transparent codaperean the
KP be successful in achieving its Mandate.



Finally, while it may not fit squarely within thisection, the Team also expresses concern with aes¢pethe
treatment of at least one of the individuals withom the Team worked during its time in ZimbabwewR®&n
Chiadzwa did meet with members of the Team andigedlvextensive access to the Chiadzwa area. 1iJldye2009,

in apparent contravention of the commitments mageZimbabwe to the KP Chair, Review Team, and entire
Intersessional, actions have been taken againstmdewChiadzwa, including forced removal from his leoand
seizure of property.

The Team is aware of on-going legal matters ag&lestman Chiadzwa, dating from 2007, including s@otons
related to illegal diamond activities. Certainly,the extent Zimbabwe is undertaking action throtighnormal legal
processes vis-a-vis Newman Chiadzwa, the Teamdapecific comment. However, the Team would likeetceive
confirmation of this from the Government and ensilva a body of the KP, such as the WGM, rathen tthee
Review Team, remains seized with this matter.

VIIl. CONCLUSIONS AND RECOMMENDATIONS

As indicated above, although some aspects of theb@bwean system of internal controls and KP compéado
appear to function without concern, the Team hastifled several areas in which it finds Zimbabvem+tompliant
with the minimum requirements of the KPCS. In aidditto the numerous recommendations presented befmwv
Team echoes the findings of a previous KP Reviesshi to another Participant:

The review mission is mindful of the implicationktbe findings for both the integrity of the KPCS well as for
Zimbabwe. Clearly, the current state of affairddimbabwe], in terms of the level of compliance lwihe KPCS,
cannot be allowed to continue. When a Participails fto fulfill the obligations it has committedsélf to and
satisfactorily adhere to the minimum requiremeatscbmpliance, the objectives of the KPCS are umitezd.

Urgent corrective action is required if the intégeand effectiveness of the KPCS are to be prederve

Thus, the Team believes that these matters sheutd\wiewed as a matter of urgency by the WGM arntidjzation
Committee for necessary action, with respect taviddal issues and overall action with respectte status of
Zimbabwe. The Team remains prepared to assist withtever actions the KP or its subsidiary bodiesnde
necessary.

Although this report has focused almost exclusivety Zimbabwe, the Team believes it critical thabrctinated
action be taken by other KP Participants in thaomeg particularly South Africa, Namibia, and Botava — to act
against smuggling.

Moreover, these Participants boast many best pesctand other aspects of their KP compliance systiwat
Zimbabwe could benefit from understanding and im@ating.

For example, the Karas Region in Namibia (Namibgignond producing region) and Northern WesterrviRoe in

South Africa, jointly collaborate on matters rethte illicit diamond trade and share informationamegular basis.
This has been a “resultsbased” system of co-operatind illicit diamond trade has been rooted bdlatmibia and
South Africa still conduct joint operations alomgir common borders.

Further, the Team urges KP Participants from oattié region whose nationals have been conneciéititdouying

and smuggling — the European Community (Belgiusnaél, Lebanon, and the United Arab Emirates —icoatto
practice “enhanced vigilance,” as previously recanded by the WGM, and focus more resources on ptiegethe
entry of illicit Marange diamonds into their temiies. If necessary, these Participants should rtake diplomatic
outreach to Mozambique to pursue the exchangewokt#orcement information that Mozambique may hawehe
illicit operations underway in its territory.

As set forth in the Mandate, the Team has devel@prdmber of recommendations for further actiomrassed to
Zimbabwe and to other entities within the KP, dbfes:

Government of Zimbabwe:

1. Acknowledgement of non-compliance with KP minimwstandards. Voluntary self-suspension from rough
diamond trading until KP determines that minimuamstards have been met. The Team notes that the'i@oset of



Zimbabwe has positively addressed the first pathisf recommendation in its July 14 response bditrdit discuss
voluntary self-suspension.

2. Development of a workplan, in coordination wKIPCS, to provide for improved internal controlsaighout
KPCS compliance system and, in particular, a suskdé and secure production environment at Marandie with
KP minimum standards. The development and impleatiomt of this workplan should be undertaken witle th
involvement of domestic industry and civil sociatgnsistent with the tri-partite nature of the KPCS

The Team notes a positive response by the Govertnoi@imbabwe in its July 14 response to the cotxepscribed
in this recommendation but is not aware of furtdetion in this regard.

3. Because of the Team’s findings that the presericENA soldiers both participate in illicit diamdntrading
activities and actually contribute to the generaladion of lawlessness in and around Marange Gbeernment of
Zimbabwe should follow-up on its commitment to witaw military personnel from the area in and arohtatange,
including Chiadzwa village.

4. Resolution, in accordance with Zimbabwean lafmguistanding ownership disputes and land claimenich around
Marange. The local community in Marange area shéw@dormally represented/involved in any decisioaking
processes regarding future use of the area, ingjusilocation and beneficiation.

a. In conjunction with the claims resolution, anueation/awareness campaigns is needed to educaerésidents
about the negative impact that illicit diamond tradhn have on the economy. Local residents in eshd Marange
should be encouraged to resist smuggling and preskamonds for local development opportunitieshas largely
been the case at Murowa, for example.

5. Immediate implementation of enhanced securitgsuees at Marange and the MMCZ complex.

a. Construction of the fencing around Marange rbbestompleted, and all areas where the fence cgebetrated
must be mended. The plan developed by the ZRPhrnecessary fencing and equipment measures sbheuld
reviewed carefully and implemented, to the exterssible.

b. A more detailed profile system must be introdluge order to prevent suspected illicit diamonddés from
entering the diamond areas or from being emplogethy diamond mine.

c. At Marange, employees sort diamonds with sadédyes. When Diamonds are manually-sorted, tweestersiid
be used to pick up the diamonds and scrapers fo@hseparate gravel, rather than by bare handsitbr safety
gloves. Diamond sorters should also not wear lawd

d. Diamonds at Marange are sorted under an opeteshad one can see the diamond box from a distdihigis a
security risk. The sorting area must be sealedfoffiamond register must be introduced where diada@are sorted,
so that the contents of the box may be recordedrédt is taken elsewhere. There must be accessotanto
recovery and only authorized persons must enterett@very. There must be only one single entrytpoin

e. Method of diamond sorting at Marange is verydated. There is a possibility that only 60-70% @fnadonds are
retrieved. There is a need to control access lindaias they still contain a lot of diamonds.

f. The security officials at Marange observe theisg of diamonds but appear to be absent wherdids@onds are
counted and weighed in. Security officials on sitiest have clear job descriptions. There do not apfmebe specific
tailings, gravel, or sorting handling procedures.

g. The Government of Zimbabwe should ensure thgtedforts to increase security in and around Maeaage
carried out in a manner that respects human regidsdoes not contribute to further smuggling.

h. Once the proper systems are in place at Maratiggabwe may consider development of a well-trdibéamond
Detective Branch (undercover agency, similar to iondamibia and South Africa) to vigorously deakhwthe illicit
diamond trade at Mutare and other border areas.bFfaech must share information with neighboringestaand
collaborate in obtaining full information on partlar suspects and networks.

6. Study ways to improve recording and quantifamatof illegal trade in diamonds, i.e. distinguisiieign nationals
in the police seizures database.



7. Provision of a full assessment of the total lohgwoduction in order to reconcile production, ckpile, and
exports. This must include diamonds subject togiatiprocess, which the Team was not able to review

8. Ensure that necessary manual changes to thecld$Sfication error on pre-printed KPCs are mantesistently.

9. As recommended in the 2007 RV report, considerdty the Government of Zimbabwe of revising therent KP
compliance structure to create a simplified proakss$ reduces the number of actors involved inithport and
export processes.

a. Given the particular needs demanded by the KRbhabwe may consider removing production and adstraion
of diamonds from the MMCZ and ZMDC and instead d@ven entirely separate diamond office.

10. Review of previous submissions to the KP camiogrMarange for possible revision.

11. Presentation to the KP of relevant informationcerning the actions taken against Newman Chiadas/well as
a renewed commitment to refrain from retaliatioaiagt Newman Chiadzwa or any other individuals wititom the
Review Team met.

12. Consideration of the appointment of a speepporteur or other appropriate mechanism to furtlk@ument the
human rights concerns and violence at Marange. Té@m notes a positive response by the Government of
Zimbabwe in its July 14 response to this concept.

a. Competent authorities should institute an ingatibn that will further look into the issue ofolénce against
civilian populations emerging from the operatiom$/arange.

b. The KP Chair should contact the Office of thatethNations High Commissioner for Human Rights amavide a
summary of the findings of this report, as welsasnmaries of interviews/photographic evidence.

c. As stated above, the Government of Zimbabwe ldhesure that any efforts to increase securitgrid around
Marange are carried out in a manner that respectgnh rights and does not contribute to further sgting.

Kimberley Process/Working Groups/WDC:

13. In light of Zimbabwe’s non-compliance with th@&nimum requirements, the Participation Committeeusd
consider the full range of options set forth in thierim Measures Guidelines, including suspensiodimbabwe for
a period of at least six months, or until such tasea KP team determines that minimum requirentents been met.
If Zimbabwe opts to self-suspend, as suggesteddmpRmendation #1, then the KP should undertak@dhessary
processes to implement the selfsuspension.

14. Facilitation by the KP of the appointment of iadependent monitor to assist with the implemémtadf the

workplan for Marange and overall Zimbabwean KP cliemge system. The monitor would assist in the do@tion

of the request and receipt of technical assistamcesupport through the KPCS and its Participants @bservers
(see #5).

15. Facilitation by the KP of the provision of teétal and other assistance, e.g. security camémasing, and other
measures set forth in Recommendation #5, duringtwtime the Government of Zimbabwe implements, a&$ @f

its workplan, a security program that excludes #MA, and to the fullest extent possible, the ZRBnir
responsibilities in and around Marange.

16. Creation of a Regional Task Force, with a $tmecconsistent with the tripartite nature of tHe@&S, to provide an
on-going mechanism for oversight of the independeonitor, provision of technical assistance, infation sharing,
and other coordination efforts throughout the ragio

The Task Force could work directly in conjunctioithathe independent monitor, or as a mechanisminvithe KP
(e.g., initiative of the KP Chair).

17. Review by WGS of 2009 statistics from the DR ather regional diamond producing Participanssyall as
the EU, UAE, India, Israel, and Lebanon to detemifrillicit Marange diamonds have entered thetiegate trade.



18. Development by the WGM of additional measuogs‘€énhanced vigilance” by all KP Participants ttsere that
illicit Marange diamonds do not enter legitimatade. Participants whose nationals have been intpticen the
smuggling of Marange diamonds should investigadsettlaims further and provide detailed resulth¢d/NGM.

19. Expedited review and consideration of the exViproposal concerning the provision and admirtistraof
security in diamond mining areas.

20. Outreach by the KP and individual Participaats,appropriate, to encourage Mozambique to imphmweer
control and consider joining the KP as a mean®iolat smuggling efforts.
21. The WDC should work with MMCZ to ensure fullnapliance with and implementation of the
System of Warranties.



