HNOMOGAIA

GUIDING BUSINESS IN HUMAN RIGHTS

IFC’s FPIC and
the Cultural
Genocide of
Uyghurs

A failure to apply PS7 in
Xinjiang links IFC to gross
human rights violations

KENDYL SALCITO March 2021
|

IFC’s 2012 Performance Standards purport to safeguard the indigenous right to Free, Prior and Informed Consent for impacts on
their lands, livelihoods and culture associated with IFC investments. Performance Standard 7 should assure that development
projects on indigenous lands directly benefit and are accepted by indigenous peoples. Yet IFC has never implemented its FPIC
standard in Xinjiang, despite having investments in agriculture, energy and surveillance technology in the region. The failure to
adequately implement PS7 has made IFC complicit in the ethnic cleansing underway in the region. This report outlines these
findings and proposes mitigation measures.




Executive Summary

The World Bank’s private lending arm, the
International Finance Corporation (IFC),
has committed to upholding the rights of
indigenous peoples since at least 2012,
with the launch of its updated Perfor-
mance Standards. Implementation of this
commitment has come under scrutiny in
the past. Today, evidence suggests that
failure to adequately safeguard indigenous
peoples is contributing to an ongoing cul-
tural genocide. As the research in this re-
port lays out, the IFC has investments in
Xinjiang Province, China, home to indige-
nous Uyghur populations and host to a cul-
tural genocide. Several of these invest-
ments have links to the government’s
campaign of repression against the Uy-
ghurs.

Chinese authorities have incarcerated over
1 million Uyghurs and conscripted millions
more into forced labor. They have system-
atically erased cultural heritage, both
through physical destruction and through
the institutionalization and indoctrination
of children and adults. IFC’s investments in
the region include industries that (1)
source raw materials that are credibly
linked to forced labor associated with Uy-
ghur detention, (2) are historically tied to
Xinjiang prison labor where Uyghurs are
sent for “unpatriotic” thoughts, (3) are
credibly linked to surveillance technology
used to penalize Uyghur culture and reli-
gious practices, and (4) are visibly linked to
the destruction of critical cultural heritage.
Some IFC investments are located adjacent
to vast Uyghur internment camps.

Using satellite imagery of IFC’s client oper-
ations, supplemented with IFC project doc-
umentation, public reports, and leaked
Chinese documents, this report presents
evidence of credible risks that IFC

financing is contributing to the Uyghur cul-
tural genocide in Xinjiang.

NomoGaia alerted the IFC to these con-
cerns in November 2020 and engaged with
the bank to seek evidence demonstrating
that these risks are managed. Two Xinjiang
investments have been divested in that
period. Some of IFC’s inquiries into client
operations in the region have documented
a degree of risk mitigation. Newer invest-
ments now articulate when operations are
“not located in or linked to Xinjiang prov-
ince.”

However, the implementation of Perfor-
mance Standards remains opaque at best.
Censorship and surveillance are ubiquitous
in Xinjiang, and IFC states that it has no
special access or privileges in the region.
Its team faced intimidation and police
guestioning on a 24-hour 2019 monitoring
visit and has not conducted follow-up
fieldwork in the region since then. To date,
IFC has not documented any systematic
assessment of its clients’ social impacts on
Uyghur communities hosting IFC clients or
Uyghur contractors in its clients’ supply
chain. Only one ESIA has been produced
for all these projects, but it cannot be read
without the creation of a WeChat account
and issuance of a payment.

If IFC cannot monitor compliance with in-
digenous rights standards in its Xinjiang cli-
ents, IFC should divest from all financing in
the region. This response would not be ex-
treme. Worldwide, private, public and fi-
nancial decisionmakers have issued sanc-
tions and bans on materials and goods
sourced from Xinjiang. To name a few:

e The US government has banned cotton
and tomato imports from Xinjiang;'

e The UK government has modified its
modern slavery fines to directly penal-
ize companies credibly linked Xinjiang
abuses;

e The Australian and Japanese govern-
ments have proposed bills to sanction
products from Xinjiang;'

e Auditors from French, UK, German and
US firms refuse to conduct audits in the
region (citing safety risks to their audi-
tors and extreme restrictions on access
to information and laborers); and"

o The Fair Labor Association has barred
all members from sourcing any materi-
als from Xinjiang."

These governments, businesses and asso-
ciations have taken unprecedented and
public actions in the face of irrefutable evi-
dence of crimes against humanity ongoing
against Uyghurs in the region. That IFC has
not done the same raises questions about
implementation of its own safeguards.

In conducting the initial research for this
project in 2020, we had no intention or ex-
pectation of finding credible links between
IFC investments and Uyghur cultural eras-
ure. In many ways this report should stand
alone, rather than within a series. We de-
cided to publish it within the series be-
cause it demonstrates how catastrophi-
cally harmful weak implementation of in-
digenous safeguards can be. Disregard for
indigenous peoples is rarely recognized as
an urgent issue, which is why Performance
Standard 7 (PS7) is so rarely applied. But
the cost of failure can be as high as geno-
cide. That point should drive a much
broader and deeper commitment to indig-
enous protections across development fi-
nance.
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Introduction

About this series and report

Figure 1 - Uighur woman drying peppers

This is the second report in a series evalu-
ating IFC’'s implementation of its Indige-
nous Peoples Performance Standard, PS7.
The first examined how fulsomely PS7 was
implemented in the 29 projects where it
was nominally applied.¥ The third report,
forthcoming, examines the dozens of pro-
jects where indigenous peoples were pre-
sent and impacted but PS7 was completely
bypassed. Those two reports informed the
preliminary research for this report, which
focuses on an indigenous community that
has gained global attention in recent years
for the extreme levels of persecution they
are currently experiencing: the ethnic Tur-
kic Uyghurs of Northwestern China.

IFC has funded numerous projects located
in Xinjiang, the ancestral homeland of the
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Uyghurs. Although the region historically
was nearly devoid of Chinese ethnic-ma-
jority Han people and home to ethnic mi-
norities with deep religious and cultural
ties to the land, IFC has not consistently
applied PS7 across its investments in the
region. i At the one investment where IFC
did apply PS7 in Xinjiang, it did not require
clients to obtain the Free, Prior and In-
formed Consent of impacted Uyghurs af-
fected by the IFC investment in question,
as provided for in PS7 and as consistent
with the Declaration of the Rights of Indig-
enous Peoples. This report looks not only
at the apparent inconsistency in considera-
tion of Uyghurs as indigenous but also the
role of IFC contributing to the repression
of Uyghurs.


https://www.flickr.com/photos/miyake77/8086774670/
https://creativecommons.org/licenses/by-nc-nd/2.0/legalcode

Xinjiang and the Uyghurs

Ethnicity, religion, language, history

Uyghurs are an ethnic Turkic population
who inhabit the land formerly known as
Eastern Turki, now called Xinjiang (“The
New Frontier” in Mandarin). Uyghurs have
a distinct language, written in Perso-Arabic
script (not Mandarin characters) and re-
lated to Uzbek. Unlike the Han Chinese
population, they are majority-Muslim.
Their cultural practices in agriculture and
livestock are distinct from Han practices
and Beijing’s industrialized agribusiness,
both in the irrigation approaches engaged
to support traditional crops, and in the
halal slaughter practices and traditions
around animal sales (at traditional mar-
kets) and husbandry.

An independent political entity until the
late 18" century, Uyghurs have seen their
lands occupied by military and colonizing
forces (predominantly from China but for a
time from the Soviet Union) for over two-
hundred years. Champions of Uyghur au-
tonomy have consistently resisted these
conquests and sought to retain their an-
cestral authority.

When China annexed Uyghur lands in
1948, the territory was majority-Uyghur
(85%) and less than 5% Han. Today it is mi-
nority-Uyghur (42%)." This staggering de-
mographic shift is the result of three pri-
mary efforts by the Chinese government:
(1) the colonization of the region by ethnic
Hans as Beijing established economic in-
centives for Han businesses to establish
themselves in the region, (2) the transport
of ethnic Han prisoners to work in Xinjiang
as conscripted labor, and (3) the ‘export’
of Uyghurs to factories across Chinain a
euphemistically described “labor transfer
program.”* More recently, the Chinese
government has used forced sterilization
to reduce the Uyghur population.

The dilution and diminution of Uyghur cul-
ture triggered backlash in the region,

including violent protests in 2009 and
2014. In response, China has simultane-
ously rolled out “anti-terrorist” surveil-
lance programs and “poverty alleviation”
strategies designed to reduce the potential
of violent extremism across the region.
“These schemes operate on a continuum
of coercion, and they are becoming heavily
intertwined,” experts concluded in 2019.*

Poverty alleviation and so-called efforts to
counter violent extremism are linked con-
cepts, and, as a result, the systems used to
track both have become circular and inter-
twined. “Collaborations between enter-
prises, industrial parks, and different types
of training institutions—both real voca-
tional schools and vocational internment
camps—ensure that former camp detain-
ees end up working alongside other train-
ees. Differentiating forced internment
camp labor from other forms of coercive
labor is becoming an impossible task.”
Leaked government cables detailing how
detentions were pursued in the Karakax
region of Xinjiang describe how village
work teams contribute to the security ser-
vice’s Integrated Joint Operation Platform
(1JOP), used to detain ‘extremists,” based
on their workday observations. Bulletin
Number 20 features a report titled “Inte-
grated Joint Operation Platform Daily
Clues Report.”* (see sidebar, right)

When work teams “boost” the rank of vil-
lagers by mentioning them in information
evaluation meetings (f58##1), those villag-
ers are sent to re-education, the Karakax
leaks show. Uyghur culture has been stere-
otyped as promoting laziness and indo-
lence, as well as violence and terrorism.
Stamping out that culture is a priority for
the poverty reduction programs as well as
the anti-extremism programs. Through in-
terrelated anti-terrorism and anti-poverty
efforts, China has forcibly relocated mil-
lions of Uyghurs off of their traditional

lands and into urban settlements discon-
nected from their communities and cul-
tural practices. " Their new apartments
are outfitted with video cameras, whose
feeds track facial expressions and link
movements to a growing database of bio-
metric information on every resident."

The Daily Clues Report

“In this document, these clues are re-
ferred to as “dig, reduce, shovel
clues”. The relationship between the
village-based work teams and the
LJOP is evidently circular: Through
the IJOP app (—#1-APP) and other lo-
cal reporting mechanisms, the
teams, along with local cadres and
government staff, feed the inte-
grated big data platform with metic-
ulous details about households and
individuals based on their home
stays and visits. The IJOP combines
all data from all sources, including
police and surveillance data, and
then flags anything that is deemed
suspicious and warrants further in-
vestigation. Besides local cadres and
police, it is often the work teams
who are then charged with investi-
gating whatever the IJOP flagged, in-
cluded so-called ‘persons recom-
mended to be sent [to re-education]
by the integrated platform’ (—t/tF&
#EIA ST, or short: —1x/E#2%). Specifi-
cally, work directives for these teams
mandate that they must ‘undertake
an on-the-ground investigation of
micro clues [##Z] that were
pushed [by the IJOP].” Together with
the local authorities, village-based
work teams are also responsible for
comprehensive analysis of the evi-
dence that they gather.”




Ethnic Cleansing and Potential Genocide

While Beijing’s effort to colonize and Sini-
cize “frontier regions” with ethnic Han set-
tlers is a tactic for indigenous dilution com-
mon across China’s frontier regions includ-
ing in Tibet and Inner Mongolia, recent
policy changes in Xinjiang have cast a
darker pall over the efforts. Starting after a
2014 protest by Uyghurs seeking to cele-
brate Ramadan against state orders, the
Chinese government began “diverting” Uy-
ghurs from their homes and livelihoods to
attend political indoctrination classes or
contribute unpaid labor to government
projects. By 2015, the Sinicization efforts
were so widespread in Kashgar prefecture
(the region of Xinjiang home to the world’s
largest concentration of Uyghurs) that it
actually affected the entire region’s cotton
outputs.®

By 2017, the government had begun for-
malizing the labor conscription and Sini-
cization, building a network of hundreds of
prison facilities designed to “de-radicalize”
Uyghurs.® Crimes of radicalization in-
cluded innocuous activities like download-
ing messaging apps (like Facebook-owned
WhatsApp), communicating with relatives

abroad, attending religious services, tex-
ting in the Uyghur language, and wearing
traditional dress. ™ Individuals were iden-
tified and tracked using the surveillance
technology that the government had be-
gun rolling out across the region as early
as 2013.%i Ownership of an untracked
phone, as well as failure to own a phone,
made surveillance impossible and, there-
fore, Uyghurs without modern, traceable
phones were punished with imprisonment.

Despite Beijing’s extremely tight control of
news reports from Xinjiang, global leaders
have come to recognize the abuses as gen-
ocide.™ The finding is linked most directly
to the systematic sterilization and prison
rapes of Uyghur women and the indoctri-
nation of Uyghur children whose families
are in detention.®™ Yet China is not murder-
ing Uyghurs en masse. While unknown
numbers of Uyghurs have indeed disap-
peared, the effort to eliminate Uyghur cul-
ture does not hinge on elimination of Uy-
ghur individuals but erasure of the charac-
teristics of their indigeneity.

More specifically, authorities are working
to eliminate traditional livelihoods,

community cohesion, and the transfer of
traditional knowledge across generations.
Traditional livelihoods are eliminated first
by the imprisonment of breadwinners who
are sent for “reeducation” and then into
factory work. Xinjiang’s ethnic minorities
have resisted manufacturing work for dec-
ades but under Xi Jinping, China aims to
have on million Xinjiang textile/garment
workers by 2023 (equivalent to the whole
Uyghur population of Kashgar and 5% of
all Uyghurs in Xinjiang).® This is to be
achieved through coercion. In 2017,
230,000 ethnic minorities in the region
were charged with religious extremism,
separatism or terrorism. Fully 20% of ar-
rests across China occurred in Xinjiang that
year, though it is home to only 1.8% of
China’s population.®™ In the southern Xin-
jiang district of Aksu, the government
swept up over 4000 residents for deradi-
calization in a 2-year timespan and put
them to ‘reeducation in textile-making. i

Public Security Job Advertisements in Xinjiang
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Figure 2 - Source, Adrian Zenz, Council on Foreign Relations Graphic https://www.cfr.org/backgrounder/chinas-repression-uighurs-xinjiang



Lawyers are not permitted to accept eth-
nic minority clients, making it improbable
that any of the accused were acquitted.”V

Then their family members are counted as
“unemployed” and conscripted into “pov-
erty-reduction” programs as laborers on
government farms and industries. Agricul-
tural work has been a major branch of this
“poverty-reduction” effort. In 2018 alone,
more than half a million Uyghurs were
sent to government fields in Hotan, Aksu
and Kashgar regions to harvest cotton. As
a recent Centre for Global Policy report
documenting labor transfers in Xinjiang’s
cotton industry notes, “Placing minorities
into full-time wage labor has become a
cornerstone of the state’s coercive social
re-engineering project.”* Not only are
family members of incarcerated bread
winners sent to the cotton fields, some
persons released from the camps are sent
directly to the fields through the labor
transfer scheme. Cotton producers are no
longer recruiting harvesters from other

Figure 3 - https://archive.is/8T314 Officials “entered every home” a second time to recruit these

regions as a result of Xinjiang’s intrusive
social control systems that forcibly con-
script Uyghurs into labor training and
transfer mechanisms.

As the state news agency boasts:

“[T]he factors that once prevented the lo-
cal work force from entering the cotton-
picking market no longer exist. This is
thanks to the continuous advancement of
the work of transferring surplus labor per-
formed by all levels of the Xinjiang govern-
ment. Especially since 2014, Xinjiang has
sent a total of 350,000 cadres to villages
for 5 consecutive years to help the masses
out of poverty and misery and built strong
grassroots organizations. [As a result],
southern Xinjiang farmers have been effec-
tively organized and devote themselves to
poverty alleviation.”

One of the most informed scholars re-
searching Uyghur repression in Xinjiang
observes that these poverty reduction ef-
forts are not primarily driven by

“surplus laborers.” The picture
clearly shows that some are quite elderly. One (orange jacket) leaves behind a small child, as shown in other images at the link.

commitment to economic development.
“The combination of full-time work and
centralized elder care and child care is to
ensure family members spend more time
in state-controlled settings than with each
other, under constant surveillance and
control,” wrote Adrian Zenz in 2019.®Vi

Community cohesion is also eliminated by
the destruction of cemeteries and
mosques and the resettling of agricultural
households into urban apartments. Inter-
generational knowledge transfer is dis-
rupted by the institutionalization of Uy-
ghur children in Mandarin-speaking and
Han-oriented schools after their parents
are incarcerated or swept up into the labor
transfer scheme.™ii Solidifying the effects
of these efforts, China has also transferred
Uyghurs from Xinjiang detention centers
to factories across China, under strict sur-
veillance, assuring that their familial and
cultural ties are severed.® Shared histo-
ries are being silenced through the impris-
onment of Uyghur poets and historians.®*


https://archive.is/8T3l4

The role of business in colonizing, prison labor & ‘poverty reduction’

Chinese authorities describe the cultural erasure underway in development terms. Uyghurs are described as “passive and lazy” when
not re-educated. Traditional ways are equated with a lack of discipline. The stereotypes disregard the fact that Uyghurs ran success-
ful businesses while benefiting from communal ties and Uighur-language interactions prior to the crackdown.* Authorities point to
Xinjiang’s high poverty rates to justify interventions undertaken by security and business actors from both the public and private

sector alike.

The government has made public-private-partnerships a centerpiece of its Xinjiang poverty reduction efforts. These partnerships
include (1) Labor transfers of Uyghurs to other regions and of Uyghurs to other municipalities within Xinjiang where they have no
family connections; (2)”Sister city” agreements with other states across China, incentivizing Han businesses to build partnerships in
Xinjiang and send Han workers there®; and (3) Business incentives, including the waiving of minimum wage laws, the issuance of
electricity contracts at preferential rates, the denial of legal counsel to ethnic minorities, and tax breaks for new businesses estab-
lished in the area. Experts have identified several sectors where these efforts have particular bearing on businesses, including those
feeding global supply chains. Specifically, agriculture, manufacturing and energy production have been identified as industries asso-
ciated with forced labor. Surveillance tech has targeted Uighurs for detention.

Manufacturing

As government compelled businesses from
eastern China to establish operations in
“sister cities” in Xinjiang, government was
also detaining and reskilling 5-15% of the
Uyghur population, identified for re-edu-
cation through surveillance tech. A symbi-
otic relationship developed, whereby de-
tention facilities could train people into
the jobs that eastern firms needed to fill.
Beginning in 2018 (roughly 18 months af-
ter mass detentions began in 2017), offi-
cials shifted detainees out of reeducation
facilities and into new jobs. Jobs were
within the camps in newly-built factories,
or in ‘satellite factories’ near poor villages
or industrial zones. Some were also trans-
ferred to Xinjiang Production and Con-
struction Corporation (XPCC) settlements
across Xinjiang or to factories in eastern
China.®ii Rather than permit Uighurs to
return to their past lives, authorities trans-
ferred them to new jobs. For example, in
2018, Kashgar transferred 100,000 work-
ers from camps into factories. Uyghur
forced labor is linked to 83 global brands
including BMW, Mitsubishi, Panasonic,
Huawei, and many apparel companies.™"

Manufacturing jobs targeting Hans in Xin-
jiang also contribute to cultural erasure,
comparatively impoverishing Uyghurs
while changing the economic and physical
landscape, making traditional livelihoods
impossible (see: mining, third column).

Agriculture

The US government has banned all imports
of cotton and tomato products from Xin-
jiang. The bans target commodities that
are core to Xinjiang’s economy. Xinjiang
produces over 80% of China’s cotton and
fully 43% of the province’s exports are tex-
tile-based. Likewise, China is the world’s
largest tomato producer (outpacing the
next four largest producing countries com-
bined), and Xinjiang is China’s largest to-
mato producing region.* The blanket ban
in January 2021 followed on the heels of
more targeted bans in 2020, as well as
boycotts by auditors and certification bod-
ies like the Fair Labor Association.

Although these crops are recognized as be-
ing among the largest users of forced la-
bor, they are not unique. An array of agri-
cultural products rely on forced labor, par-
ticularly crops that are hand-harvested. >
There is also widespread reporting of
forced crop-conversion, as farmers are
compelled to change their livelihoods
away from traditional practices. Marigolds,
chrysanthemums, spinach and onions are
among the numerous crops promoted by
local officials for purchase by state-sup-
ported industries. i Experts note that
the deeply intertwined relationship be-
tween business and government, poverty
reduction and Uyghur repression, should
lead operators to recognize that any eco-
nomic activity in the region is associated
with efforts by Beijing to exert control
over Xinjiang. il

Technology, Surveillance

The partnership programs promoted by
Beijing to Sinicize Xinjiang and repress Uy-
ghur culture also involve surveillance tech-
nology. In 2017 Xinjiang was the largest re-
cipient of state contracts for Al and tech-
nology projects across China. Large firms
like Baidu received some of these con-
tracts (to track people’s movements in Xin-
jiang), as did smaller firms. While Beijing
and other eastern cities got bicycle sharing
programs out of these partnerships, Xin-
jiang and other frontier regions got “safe
city” funding, entailing vast networks of
surveillance cameras as well as data analy-
sis technology .

Mining and Energy Production

Decades before China began detaining Uy-
ghurs en masse, it sought to control Xin-
jiang by militarizing and industrializing the
region. Prisoners were shipped to Xinjiang
under the oversight of the military, estab-
lishing the Xinjiang Production and Con-
struction Corporation (XPCC), which devel-
oped coalmines, power plants, metals
smelters, and much of the region’s cotton
industry. XPCC then contracted out
power to other firms establishing opera-
tions in the region, often offering incentiv-
izing new business by discounting energy
prices to industries entering the region.
These include wind turbine manufacturers
and, more recently, solar power produc-
tion (from the smelting of silicon ingots to
the manufacture of solar panels).



IFC Projects and Uyghurs

Manufacturing

e Camel Group (Acid-Lead Battery
Recycling)

e Century Sunshine (Magnesium
and fertilizer manufacturer)

e Jointown Pharmaceuticals (ware-
housing, distribution and Tradi-
tional Chinese Medicine (TCM)
production)

Agriculture

e Chenguang Biotechnology
e Jointown TCM production

Technology/Surveillance

e Baidu MCC (Microcredit for educa-
tional and reskilling programs)

e  Simplecredit MCC (Microcredit for
educational and reskilling pro-
grams in frontier regions)

Mining/Energy

e  Chint New Energy (PV energy)
e  (Century Sunshine

Recently Divested Projects:

e Canadian Solar (energy)
e COFCO (agriculture)
e Xinjiang Goldwind (energy)

IFC’s Xinjiang investments

In the years since the IFC’s 2012 update of its Performance Standards, invest-
ments in China’s Xinjiang Uyghur Autonomous Region have covered a range of
industries, several of which have been linked to forced labor, ‘Sinicization” and
threats or damage to indigenous Uyghur culture. Researchers and scholars have
directly linked industrial investments to efforts to stamp out Uyghur culture and
identity, both by pressing Uyghurs into forced labor, and by setting up busi-
nesses that recruit Han workers into Xinjiang region. That investors face risks,
both from contributing to Uyghur job creation in the region, and from contrib-
uting to the inequality of Han ‘colonization’ of the region, leaves little space for
ethical investment in Xinjiang.

Due diligence is complicated in the region by the direct suppression and censor-
ship of information by Beijing. For example, whistleblowers in China traditionally
rely on legal complaints and civil society advocacy, and since at least 2016, law-
yers have not been permitted to accept cases from ethnic minorities, and civil
society actors have been restricted from visiting the region.® |FC’s investments
in Xinjiang include clients in the agriculture, technology, manufacturing and, un-
til very recently, energy production, sectors. It is important to note that IFC cli-
ents may not be directly engaging in forced labor and imprisonment. However,
the projects below are located in the region specifically to benefit from the ex-
ploitative supply chains (energy, agriculture) or the business incentives offered
by government to colonize the region. IFC clients need not be directly hiring
forced labors to be a direct part of the system of repression.

The section below is laid out by industrial sector (manufacturing, agriculture,
technology/surveillance, mining/energy). At the end of each subsection, a set of
questions posed to IFC is included, with IFC’s response (or non-response) color
coded in traffic-light red- -green to indicate how fulsomely IFC responded
to each query and how it responded if a response was provided. The queries
were designed as indicators — recognizing that IFC could not carry out monitor-
ing visits to Xinjiang (least of all during the pandemic). Essentially, the questions
were designed to determine whether IFC had enough information about an op-
eration to be confident that it was not contributing to cultural genocide.

IFC refused to provide much of the information requested, citing client confiden-
tiality. Where IFC did provide responses, summarizing feedback from clients,
these responses were almost never rooted in data, but rather in broad asser-
tions of the absence of problems. For example, IFC on several occasions in-
formed NomoGaia that the client had provided written or verbal statements
denying the presence of forced labor. These statements were never supported
with data demonstrating that, for example, all seasonal workers labored in prox-
imity to their homes and had extended histories in agricultural work. IFC noted
that several clients had policies prohibiting discrimination, but it did not provide
evidence that Uyghur wages were proportionate to Uyghur employment.

There were exceptions. IFC provided data demonstrating that its investment in
Chint predated Chint’s relationship with exploitative supply chain partners and
that the investments were located in Turkey alone. Likewise, IFC demonstrated
that its microcredit investments were demonstrably not targeting Uyghurs for

reskilling (although the data raised unanswered questions about Uyghur exclu-
sion).

IFC was privy to the content in this report for several months prior to publica-
tion, and we are hopeful that transparency will drive additional change in its ap-
proach to Xinjiang investments.



Manufacturing

Camel Group (Battery Recycling)

“A karez system is not only a struc-
ture to extract groundwater, but is
also an integration of the history,
culture, and unique knowledge of
its builders. Karezes have created
strong cohesion in their communi-
ties owing to the traditions and
beliefs attached to them.”

- Dr. Shalamu Abudu, Uyghur hy-
drologist and water resources
expert

Camel Group is one of the largest lead-
acid car battery manufacturers and recy-
clers in the world. Recycling has almost
halted the expansion of lead mining
worldwide, but regulations around recy-
cling facilities are weak and inconsistently
implemented. The challenge is global; as
recently as December 2020, California
communities filed suit against a battery
recycling plant for contaminating thou-
sands of nearby properties including
schools, parks and childcare centers. X

Lead pollution affects air, soils and water.
When ingested, either directly (through
respiration or ingestion), or indirectly (e.g.
through breastmilk or tainted crops), is a
potent neurotoxin, restricting intellectual
development and increasing risk of behav-
ioral disorders. Lead battery recycling fa-
cilities have been associated with lead
poisoning worldwide, including in several
Chinese cities, causing the government to
shut down hundreds of lead battery
plants across China. Some of these facili-
ties are relocating to Xinjiang.

In July 2019, IFC made a $36m loan to
Camel Group for infrastructure invest-
ments including construction a greenfield
recycling facility in Toksun, Xinjiang. IFC
concluded that PS5, PS7 and PS8 were ap-
plicable because project lands were state-
designated industrial zones. IFC required a
“land acquisition review” but did not doc-
ument any follow-up on this review. Satel-
lite imagery of the industrial zone, con-
firmed by IFC’s provision of GPS coordi-
nates, locates the Camel facility atop at
least two Karez Well Systems. Several Uy-
ghur communities downgradient within a
five-kilometer radius are named for the
Karez systems that nourish(ed) their
crops.

Karez systems are the traditional ‘under-
ground river’ systems that Uyghurs built
to transport water from the mountains to
their croplands, while reducing evapora-
tion. These subterranean canals stretched
5000 kilometers at their height in the
1800s, comprising over individual 1000
well systems.*" As described by leading



researchers, “a karez system is not only a
structure to extract groundwater, but is
also an integration of the history, culture,
and unique knowledge of its builders. Ka-
rezes have created strong cohesion in
their communities owing to the traditions
and beliefs attached to them. Religious
beliefs and cultural traditions also helped
the karez system to be handed down as a
legacy. In the past, the social arrange-
ments in karez-based communities were
directly related to the karez system. Es-
sentially, people’s importance and value
were judged according to their water
ownership rights in the system. A house-
hold’s proximity to the system was a good
indicator of the social or economic status
of its residents.”Vi

The systems have been politicized, how-
ever. Beijing has named the systems “one
of the great three constructions of ancient
China” (the other two are the Great Wall
and the Beijing-Hangzhou Grand Canal),
and claimed (despite carbon dating find-
ing operable wells dating to the 1400s)
that their origins link to the Qing Dynasty
in the 1700s. Because the Uyghur word
‘karez’ (32,8 ) derives from the Persian ‘ka-
riz’ (3»5), government uses the Mandarin
word, Kanerjing, (#JL#). Data on karez
systems has also been politicized. The
government has sought to safeguard a
small subset of them for tourism pur-
poses, while electrical pumping for agri-
cultural and industrial water uses are dry-
ing up others at a rate of 20-30 per year.
The implications of every destroyed karez
is direct for Uyghurs, whose livelihoods
and ancestral ties to land are eliminated
when the water source dries up. Locals re-
port that as their traditional farms are an-
nihilated, they turn to herding and other
activities that do not rely on kinship ties
and often foment disputes. i

IFC’s project appraisal for the Camel in-
vestment did not include consideration of
these structures’ cultural significance. Pre-
sented with imagery of the precise geolo-
cation of the facility, IFC expressed the

belief that “there are more than 100,000
karez wells in the Turpan region, and,
though all the karez wells are registered,
not all of them are culture heritage sites.”
This understanding is drawn from govern-
ment data, which simultaneously over-
states the number of wells (no Uyghur lit-
erature estimates the number of vertical
wells, as these shafts are primarily just en-
try points to maintain the underground
canals that flow between them) and un-
derstates the cultural significance of each
system to its direct users. Registration as
a cultural heritage site reflects a govern-
ment interest, not the individual im-
portance of each karez system to its an-
cestral users. XV

IFC observed that “the Camel plant is
more than a kilometer from the nearest
karez well,” which is true today. It was not
true before Camel’s battery manufactur-
ing facility was erected. The nearest karez
to that facility is roughly 67 meters from
that facility’s fence line, and a half-kilome-
ter from the IFC-funded recycling facility’s
gates. Remnants of it are still visible on
satellite imagery from 2019, though it is
clearly no longer operable. IFC has no doc-
umentation of how or whether the Uy-
ghur families that previously relied on
that karez system have been affected. The
EIA for the recycling facility makes no
mention of Uyghurs at all. Aside from the
villages named for the specific karez sys-
tems their inhabitants historically used,
the EIA makes only three references to ka-
rezes in the 321-page EIA; none of these
reference consider their cultural rele-
vance X

IFC also observed that, “our analysis
shows that the plant’s operations will not
impact the well. This analysis is backed up
by the ESIA, which was produced by a
third-party, private-sector expert. Among
other things, it states clearly: ‘There is no
special protected area or ecologically sen-
sitive/vulnerable area.’”” Here, IFC (and
the EIA) evokes zoning regulation for the
area, not evaluation of on-the-ground

sensitivities. Under the Xinjiang Govern-
ment’s 2012-2020 8-year plan, the whole
area was zoned industrial, but that zoning
decision never considered the Uyghur
uses of the land and resources.

Although the project is rated high-risk Cat-
egory A, IFC has not made the EIA or other
documentation publicly available. In
March 2021, NomoGaia received a PDF of
the EIA, after repeated requests. IFC
noted that it required the client’s “permis-
sion” to release it, which is at odds with
IFC’s sustainability and transparency pol-
icy commitments. The EIA makes no men-
tion of any public consultation.

It is out of this report’s scope to consider
whether the EIA adequately considered
risks to downstream farmers in the towns
named for the karez systems that once
flowed from the newly zoned industrial
park (nor whether the assessment meets
PS1 expectations for social assessment).
However, the evaluations of hydrogeology
make no mention of whether or to what
extent the presence of numerous vertical
wells downwind and downstream from
the plant could accelerate the transmis-
sion of dust, air, and water contaminants
into the farmlands that previously sourced
irrigation water from that spot.

In bypassing any mention of Uyghurs or
cultural heritage, the EIA produced for the
project describes population size and eco-
nomic activities of the surrounding area,
and its social analysis section is strictly a
description of “social benefits” (#t &3k %%
4>#7), which center around national sus-
tainability goals and job creation. As only
six Uyghurs have been employed (on a
staff of 120), it does not appear that these
benefits are designed to benefit Toksun’s
historic residents. Karez systems are not
pictured anywhere in the ESIA, including
on the mapping of the whole industrial
zone. The project documentation wipes
out Uyghur heritage just as the project
footprint does.
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Figure 5 — One of several Karez systems, visible in 2006 imagery, are destroyed by 2019




Figure 6 - Magnesium facility and coal power source

Century Sunshine (Magnesium and Fertilizer)

Century Sunshine, an organic fertilizer manufacturer and magnesium alloy producer headquartered in Fujian Province, is a
longstanding IFC client, with loans dating back to 2006. IFC substantially increased its financing of Century Sunshine in 2014 with two
additional loans (totaling $45m) and a $15m equity investment. IFC project disclosures do not mention Century Sunshine’s Xinjiang
operations, although its Magnesium business is based in Hami City, Xinjiang. The Hami operation is in an industrial park south of the
city and proximate to the decade-old Dananhu coalfields, where XPCC and other state-owned enterprises operate coal mines and
coal-fired power plants.' The industrial park is upslope and roughly one kilometer from a riparian zone and several Uyghur communi-
ties.

IFC considered the main risks at Century Sunshine’s facilities to be discriminatory hiring, with Han-dominated workforces. It has not
disclosed any analysis of the potential role of Century Sunshine in colonizing Uyghur lands or expanding Han control over the region.
Hami has been heavily militarized in recent years and freedom of movement drastically restricted. IFC does not document how that
dynamic interacts with Century Sunshine’s operation, which is located within a government-sponsored industrial complex."

Magnesium is sourced from a privately-held dolomite mine in Hami, whose Uyghur employment practices are not disclosed. Magne-
sium refining is an energy-intensive process requiring electrolysis (creating a chlorine gas byproduct) or thermal reduction (calcining
dolomite into magnesium oxide and lime (Ca0), which are reduced by silicon, leaving a slag of dicalcium silicate)."
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Jointown Pharma (Juizhoutong)

Jointown is a pharmaceutical company that primarily provides warehousing and distribution but also produces Traditional Chinese
Medicines (TCM), using agricultural inputs (e.g. hemp seed). IFC has lent Jointown nearly $200m since 2019, to support its expansion
in frontier regions.

Jointown’s Xinjiang subsidiary has had a mixed track record in terms of candid reporting since its founding. Most recently, in May
2020, the firm was cited for non-compliance with medical production regulations. In addition to the 2020 incident, it has faced
state scrutiny in 2010 and 2013, first for selling several billion yuan of counterfeit drugs without a permit in October 2010" and later
when it violated its distribution contracts, failing to meet even 50% of its distribution of essential medicines across the region."

Heightened due diligence on a firm with such a track record would be imperative. To that effect, there are valid questions to be
raised about why a pharmaceutical firm would require emergency Covid funding (both from IFC and the Chinese government) in
2020, as additional employees should reasonably be compensated with the additional revenues of rising public health demand." IFC
has accepted written statements from Jointown that “there is no forced labor involved in its operations in Xinjiang.” This may not be
an adequate level of due diligence for a firm that has sold counterfeit medications and falsified documents in the past.

Xinjiang Jointown built a new facility in Urumgi in 2016, designed to employ “thousands” of people (the company now reports a
workforce of 1474). The facility has been erected proximate to a longtime prison area of Urumgi, which was expanded in 2017. Its
Kashgar facility is adjacent to a military base, its Urumqi headquarters is adjacent to a multi-part detention facility.

Jointown has told IFC that it has no relationship with the prison system or forced labor. This statement should not be taken at face
value, given Jointown’s reporting failures in recent months and years. IFC continues to assert that Jointown “does not employ agri-
cultural workers” for its TCM production, which leaves questions unanswered about where agricultural inputs are sourced. Jointown
has provided IFC no data regarding contractors or suppliers. Jointown observes that ethnic minorities are 6% of the workforce hold-
ing low-level positions (sales, general administration, warehousing, delivery), suggesting that Uyghur salaries are below Han salaries.

Figure 8 - Xinjiang Jointown new facility (yellow thumbtack), less
than 1km from N. Urumagqi prison complex (yellowed polygon).
Google Earth Screenshot 2021

Figure 7 - Xinjiang Jointown Urumgqi Headquarters (Bottom-center
yellow thumbtack) adjacent to multiple prison complexes, two
razed communities and a mosque whose minaret was destroyed.
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Key questions about IFC’s due diligence in manufacturing facilities

Can IFC demonstrate that these facilities hire workers on a voluntary basis, pay them living wages, and pay the same wage
rates to ethnic minority workers and contractors as to Han?

IFC has accepted verbal and written statements from companies denying involvement in forced
labor and relationships to detainee labor. IFC has not asserted or demonstrated that jobs given to ethnic minorities pay as
well as jobs given to Han Chinese at any company. IFC has not provided data regarding contractors at any facility. IFC did not
provide data on wages paid to Uyghurs as a percentage of total wages to evaluate whether Uyghurs retain marginalized roles
in manufacturing firms or are receiving equal opportunities.

Can IFC indicate what percentage of the workforce (direct, contracted) is currently ethnic minority?

No data is provided regarding con-
tractors.
Can IFC provide access to Camel’s ESIA? Yes, though it involved an extended delay and required client permission.
Where are these facilities sourcing their power, and what relationship do those power stations have to the XPCC? Power is
sourced from the grid.

Can IFC indicate where Century Sunshine sources Magnesium?

What due diligence has been done on these associated facilities? None available.
What due diligence has IFC done with regard to critical cultural heritage at project footprints and associated facilities? Critical
cultural heritage assessment is absent from Camel, the operation assessed as highest risk by IFC, and none has been disclosed
from Jointown or Century Sunshine. To date, no due diligence on associated facilities is available.
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1. Figure 9 — Tomato production in Xinjiang. Image Credit 2019 Fang Ledi Reporting https://zhuanlan.zhihu.com/p/76694847

Agriculture

Chenguang Bio

Chenguang Biotechnology (Chenguang
Bio, or CCGB) produces food additives,
natural dyes and nutritional supplements
from agricultural products like marigolds,
peppers, tomato skins, cotton seeds,
cumin, walnuts and grape seeds. In its 10
or more Xinjiang operations its direct
workforce of roughly 370 carries out pro-
cessing activities including highly skilled
labor in high-tech processing facilities.
Ethnic minorities account for 24% of this
workforce. Though IFC has not disclosed
whether any ethnic minorities are in sen-
ior leadership, all are paid at least double
the regional minimum wage and local re-
cruitment is a priority." The footprints of
CCGB facilities are either greenfield on de-
sert lands or brownfield in industrial
zones. They are not the main source of
human and indigenous rights risks for the
company; their supply chains are.

CCGB relies on a combination of small-
scale agricultural producers and large-
scale agricultural traders to supply them
with the raw materials needed for their
products. Farming — both small-scale and
industrialized — has grown to be a major
component of the Xinjiang government’s
Uyghur repression campaign, even as the
state and the private sector operators

14

directly involved in repression deny any
wrongdoing.

Labor

Precisely because Uyghur accounts di-
verge so sharply from official reports, IFC
would need granular, operations-level
knowledge of sourcing to allay concerns
about forced labor, trafficked labor, and
other forms of coercion in the agricultural
supply chain. Already, all of CCGB’s Lyco-
pene (tomato-based) and cottonseed
products produced in Xinjiang are banned
from US markets, because the Depart-
ment of Homeland Security can find no
credible evidence that any tomato and
cotton supply chains are free of forced la-
bor in the region.

When IFC asked how it might demon-
strate that its operations were not con-
nected to the forced labor campaigns as-
sociated with detention and with “poverty
reduction” initiatives, NomoGaia provided
a list of questions and document requests.
IFC supplied no documents and answered
a small number of these questions, as out-
lined below. IFC responses relied heavily
on documents produced by the company,
such as supplier contracts and written
statements from suppliers. Nowhere in
the world do such documents demon-
strate adherence to anti-exploitation poli-
cies. In practice, suppliers and contractors

almost never admit to the presence of
forced labor in their operations. Duly dili-
gent clients are expected to conduct their
own research into their suppliers’ prac-
tices. The risk of misreporting on ethnic
oppression in Xinjiang is heightened yet
further, because operators conceptualize
coercion differently than human rights ad-
vocates and Uyghurs themselves do. Chi-
nese authorities consistently characterize
coercion and cultural erasure as patriotic.

CCGB is a participant in the Xinjiang Pov-
erty Reduction Program, requiring its
workforce to register with authorities into
the IJOP database (described above) and
operate in village-based work teams
where work team leaders are expected to
report on “extremists” in their teams. As a
firm sourcing seasonal products, CCGB is
at high risk of sourcing materials har-
vested by involuntary “labor transfers”.
Government work groups are docu-
mented directly linking farmers to
Chenguang Bio, and recording farmer
productivity and other critical data into
both the Poverty Alleviation Platform and
the 1JOP."™ IFC did not respond to requests
for clarification on how seasonal workers
were logged in the IJOP database or what
percentage were targeted through “pov-
erty reduction campaigns.” CSIS identifies
hiring processes using government-linked
recruiters as a high-risk activity for


https://zhuanlan.zhihu.com/p/76694847

exposure to forced labor and recom-
mends that “companies whose products
contain tomato products and other goods
implicated in forced labor in Xinjiang
should also conduct due diligence on their
supply chain links to Xinjiang and report
on them.”*

At CCGB source farms, seasonal workers
are paid piece rate, and people new to the
tasks struggle to earn even the minimum
legal wage (IFC did not provide a mini-
mum monthly payment). These jobs have
not historically been desirable to Uyghurs,
and IFC has not sought to understand why
labor has recently become readily availa-
ble. IFC also reports that contractor ages
are strictly limited to an 18-59 year old

Land

Figure 10 - Child loading marigolds and concertina wire. Screensho

range (surprising as the average farmer
age worldwide is 59; 60% of agricultural
workers in China are over the age of 45,
while CCGB claims roughly 30% of workers
in this ager range). Rather than provide
raw data or evenly split age categories,
IFC reported arbitrary age ranges (One for
the 22-year range of 18-40, one for the
nine-year range of 41-50, and one for the
eight-year range of 51-59). There is no
way to meaningfully extrapolate worker
ages with this data. Requests that IFC ar-
ticulate what percentage of seasonal la-
borers have been through reeducation
were unanswered. Likewise, IFC did not
respond to requests for clarifying data
demonstrating that all workers labor in
the vicinity of their homes.

ts from a Chenguang Bio promotional video

Sourcing from small farmers reduces the
risk that prison labor is present in these
fields. However, it also increases the risks
of child labor and coerced labor. As Uy-
ghur farmers are detained in large num-
bers and sent to camps, children have re-
portedly taken over the agricultural re-
sponsibilities of their detained parents.
This has been documented in the vine-
yards of Turpan (where CCGB’s grapes are
sourced) as well as the cotton fields of the
region, which are now subject to trade
bans to the US." Chenguang Bio’s promo-
tional video shows a child in marigold
fields, as well as workers without personal
protective equipment and a brief shot of
concertina wire surrounding the farms.

Chenguang Bio suppliers require access to land in addition to laborers. Here again, IFC has conducted no conclusive due diligence to
determine that Chenguang Bio’s suppliers are willingly producing the crops it demands. IFC has pointed out that Chenguang Bio pro-
vides agricultural inputs and guarantees a minimum payment to farmers for growing its raw materials. This language echoes the
language of XPCC describing its cotton activities as “Facilitating production development through assistance.” In 2018 XPCC de-
scribed itself as “helping family members cope with the shortage of production materials” by supplying “seeds, chemical fertilizers
and mulch.” IFC is expected to be cognizant of how development language cloaks coercion and repression in the Xinjiang context.
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Land use shifts in the areas around Chenguang’s operations raise questions about whether smallholders continue to be the sole
source of raw materials, both as Uyghurs are detained in large numbers and as their lands are converted for other uses. Satellite
imagery around Chenguang Bio Kashgar Yopurgha site, in Yarkand, shows industrial agricultural tracts expanding just north of the
facility, while smallholder farms and traditional rangelands have been replaced with multi-story urban buildings. This image provides
a time-lapse from 2011 to 2020. Chenguang Bio’s operation, denoted by the red dot at bottom, was established in 2011.

Southeast of the Chenguang Bio Yopurgha operation, the same time lapse shows the development of Yopurgha's Tier 4 prison facil-
ity surrounded by a tier-2 re-education camp and vastly expanded agricultural tracts. Prison facilities are recognizable by the pres-
ence of both inner- and outer-wall defenses, with tall guard towers at the corners of outer walls and the blurry lines of concertina
wire on the inner wall. The presence of this prison and camp have been confirmed by government documents and listed in the
ASPI’s Xinjiang Data Project.* The Chenguang Bio Yopurgha operation processes cottonseed alongside marigold and cumin, increas-
ing the urgency for IFC to evaluate claims that cottonseed sourcing is divorced from the coercive labor of the commodity.

Figure 12 — (a) Chenguang Bio foot-
print before operations were estab-
lished (2011), (b) after operations
were established (2019) in northeast
of frame (red pin), with (c) max-secu-
rity facility within (d) new prison at
southwest of frame.

The substantial expansion of industrial agriculture in this area has not been explained by IFC or the client. It may be linked to other
actors.™ |IFC declined to provide GPS coordinates of the Chenguang Bio Facilities or their suppliers to facilitate analysis. Because the
agricultural labor associated with these end products are so closely linked to reeducation approaches, and because Chenguang Bio
operates in direct partnership with the government systems linking poverty alleviation and “extremist” surveillance, IFC would need
to conduct rigorous due diligence to ensure its client is not complicit in coercive government efforts to erase Uyghur culture.

IFC conducted a small number (fewer than five) spot interviews with Uyghur truck drivers delivering crops to one of Chenguang Bio’s
facilities in 2019. As IFC recognizes, spot interviews at job sites with workers are unlikely to elicit candid criticisms. This is true world-
wide, but particularly in Xinjiang, where ‘reeducation’ is the penalty for ‘unpatriotic’ thinking.* Generally, determination of farmer
and worker sentiments is currently not realistic or feasible in Xinjiang.

The question IFC has posed to itself,* is whether the development potential for agricultural laborers and smallholder farmers out-
weigh the risks that they are coerced into producing and harvesting the agricultural inputs used by Chenguang Bio. IFC does not have
to make this calculation alone. Worldwide, governments, businesses and industry associations have concluded that any potential for
economic gains are outweighed by the ongoing cultural erasure.™ Fundamentally, the scale of oppression against the Uyghurs shifts
the calculus from one of potential injection of capital into a community, into one of potential exacerbation of crimes against human-
ity. If IFC clients are contributing to ethnic cleansing, economic growth is no excuse.
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The table below provides NomoGaia’s understanding of Chenguang Bio’s Xinjiang operations and sourcing of hand-harvested raw materials,
including cotton, tomatoes, peppers, marigolds, and cumin and walnut trees. Several of these crops have been associated with forced labor,
triggering international sanctions. Six facilities are within five kilometers of a detention facility. IFC reports that the client claims it has no rela-
tionship with detention facilities but does not in any way demonstrate it.

Company/ Operation City Crops Nearest Detention Facility3
Xinjiang Pallan Biological Technology Tianshan, Urumgqi N/A - this is an office 0.5km from Tier 4 Prison
Chenguang Bio Heitan; Tugo Ri Gazi Keriya (Tugo Ri Gazi) Marigolds, Pepper, cotton (?) 2.7-6.2 km from nearest facilities
Shache Protein (W. Railway Stn. Ind. Park) Yarkant/ Shache, Kashgar ~ Cotton, Walnut 3km from detention camp
Chenguang Bio Natural Sesu Limited Korla Korla/Yanqi Peppers, Tomatoes, Cumin(?)  3km from Korla facilities
"Xinjiang Chenxi Jiaoye Ltd"

Tumushuk Chenguang Biotechnology Co., Ltd Tumuxuk Cotton, Peppers, Marigold 3.5-5km from 3 facilities
Chenguang Bio Kashgar Yopurgha Yopurgha, Kashgar Cotton, Marigold, Cumin 4km from prison; 7km from

Detention complex
Chenguang Bio Shache ("Kashgar Morning Yarkant/ Shache, Kashgar Peppers, Marigold, Chrysanthe- 6.5km from prison

Light") mum

Chenguang Bio Korla Bazhou Bayingolin Between Korla and Ka- Peppers 17 km from Korla facilities
rasharar

Chenguang Bio Karamay Wuwuxenzhen, Karamay Cotton 44km from Shihu & Kuyton

Grape sourcing Turpan Grapes

Key Questions about IFC’s due diligence

Does IFC know whether prisoners in facilities proximate to Chenguang Bio harvest crops that are used in the production of
Chenguang Bio facilities? (e.g. do detainees in Yopurgha, Tumuxuk or Yarkant harvest cotton? do detainees in Yanqi harvest
tomatoes?) IFC can request documentation of bills of sale and contracts with suppliers to field-validate. IFC received “written
statements from two cottonseed suppliers confirming that they do not use forced labor or child labor.” These have not been
validated or verified in any way. Authorities have consistently maintained that laborers in poverty reduction schemes are
“volunteers,” though critics and escapees say coercion is persistent.* i IFC declined to provide geolocation data for source
inputs from farmers and traders. IFC declined to provide bills of sale that would demonstrate that purchase prices were mar-
ket rates reflecting the labor costs incurred by operations paying fair wages.

To evaluate the potential that vulnerable household members are harvesting crops in exploitative conditions (e.g. after
breadwinners have been detained), does IFC know whether the agricultural workers in Chenguang Bio’s supply chain are the
longtime primary breadwinners of their households? The wage rates they earn for their crops? The age and gender break-
down of the agricultural workforce? Have they been targeted by government for ‘poverty reduction’ initiatives? A free labor
force would demonstrate a mix of genders and exclusion of old and young."*

. IFC declined to clarify how its seasonal and permanent workforces are
documented in the IJOP database to know what percentage were targeted by the poverty reduction program and whether
there are outstanding complaints against any of their family members.

To evaluate whether Uyghur farms are being displaced by industrial agricultural tracts, does IFC know the acreage of
Chenguang Bio’s agricultural suppliers (including what percentage are small, Uyghur-owned farms versus acreage from large,
industrial farms)? IFC said it could report GPS coordinates of farmers and the incomes sent to them on a seasonal basis but
declined to do so. IFC does not currently have insight into Chenguang Bio’s supply chain for tomato skins or cotton seeds and
thus cannot evaluate Chenguang’s role in land conversion water diversion, or forced labor.

Chenguang’s workforce increases by <30% during harvest. How does it recruit these workers? IFC said it could report GPS
coordinates of farmers and the incomes sent to them on a seasonal basis but declined to do so. Chenguang Bio says it uses
local advertisements and labor recruiters but did not report whether any labor transfers had occurred.

How do Chenguang's agricultural suppliers source their seasonal contract labor? IFC says these workers are sourced through
labor brokers that Chenguang Bio oversees and assists in making direct payments to workers. IFC said it could supply sample
pay slips demonstrating adequate payment for farmers in the supply chain but declined to do so.
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Social Credit and Surveillance Technology™

Baidu MCC

Chinese authorities have referred to parts of the detention and deradicalization pro-
gram in Xinjiang as “Vocational Training.” They have used social credit technology to
target individuals for such training, as well as using Baidu’s mapping technology to
track Uyghur movements throughout Xinjiang. IFC’s description of its 2018 invest-
ment in Baidu’s microcredit company for gender (“Baidu MCC Gender”) notes that
the investment focuses on funding tuition for “vocational training/educational insti-
tutions.” IFC states that lending is associated “with the development of its big data-
based credit assessment methodology.” IFC’s senior loan facility is designed to be al-
located to microloans to “women borrowers of the Company to finance their voca-
tional training and education,” across China, to include frontier regions. Similarly,
IFC’s 2016 financing to Baidu MCC aimed to provide “financing to young people to
support their vocational education, by using big data-based credit assessment meth-
odology.”™i

At present, Baidu’s loans to Xinjiang represent only 1% of its portfolio (Xinjiang is
home to 1.8% of China’s population). Positively, this suggests that the program is not
targeting Uyghurs for retraining. There is a risk, however, that Uyghurs are being ex-
cluded from opportunities to access Baidu’s microcredit program due to low social
credit scores. IFC states that Baidu MCC's credit assessment models “do not use any
parameters related to whether a borrower is an ethnic minority or not.” This it leaves
open the question of whether detention is a strike against a person’s credit. Uyghurs
comprised 20% of arrests across China in 2017 despite being only 1.8% of the popula-
tion. This level of structural discrimination could exclude Uyghurs from microcredit
indirectly, perpetuating inequities.™ Algorithms need not know an applicant’s eth-
nicity to recognize an ethnic minority’s profile in a discriminatory society.
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SimpleCredit Micro-lending Ltd

In June 2020 IFC approved a $50 million
loan to Simple Credit “to grow its digital ag-
riculture lending... business primarily in
frontier regions of China.” Because small ag-
ricultural operations are so closely tied to
China’s surveillance efforts in Xinjiang, it is
important that IFC conduct due diligence to
know where its money is being invested and
whether recipients of microfinance have
voluntarily left previous work and entered
the agricultural production chain will-
ingly.™ IFC has confirmed that its Sim-
pleCredit microloans have not been dis-
bursed in Xinjiang to date. IFC should main-
tain a role in oversight of the portfolio to as-
sure that these loans neither exclude ethnic
minorities nor specifically target them. IFC
observes that credit assessment models do
not use ethnicity as a parameter but, as
with Baidu, does not consider how struc-
tural discrimination would affect ethnic mi-
norities’ credit scores

Key questions about IFC’s due diligence in social credit and surveillance tech investments

e Are recipients outside of Xinjiang — YES. While SimpleCredit has no outstanding loans to farmers in Xinjiang, Baidu’s loans in
Xinjiang represent 1% of its portfolio (Xinjiang is home to 1.8% of China’s population)

Have any recipients been detained or targeted for reskilling —

e Have participants voluntarily sought microcredit for small business creation, education and training — YES, in that individuals

must subscribe to the technology and fill out the information themselves.

e Are not associated with government-sponsored “poverty alleviation” programs in Xinjiang —

e If the funds are used for education, can IFC provide a list of vocational/educational facilities where funds are spent? NO. Two
examples are offered (English language school and technical/IT vocational school) but a list is not.
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Mining and Energy Production

Chint New Energy and GCL-Poly

Five Chinese companies control two-
thirds of the world’s polysilicon market.™
They are: Tongwei, GCL-Poly, Daqo, Xinte
and East Hope. All but Tongwei operate in
Xinjiang. These firms were credibly linked
to forced labor in manufacturing in late
2020, involving labor transfers of “poor
workers from Xinjiang,” military-style pat-
riotism training, and mandatory Mandarin
classes and labor reskilling."" Several also
source electricity from Xinjiang through
the coal mines and coal-fired power
plants in the region operated by the
XPCC.®i The US government has issued
sanctions against the XPCC for its involve-
ment in gross human rights violations in
Xinjiang. A major explosion at a GCL-Poly
facility in Xinjiang in July 2020 raised ques-
tions about its labor recruitment ap-
proaches, as the work requires highly
skilled labor, and the region is unappeal-
ing to talented and experienced work-
ers.™ii |n GCL-Poly’s 2020 annual report,
it reported that it had initiated a "staff lo-
calization plan" in Xinjiang in 2019 in co-
operation with vocational schools. As re-
cently as March 2020, GCL received a

transfer of “surplus laborers” from south-
ern Xinjiang.™™

IFC is exposed to GCL-Poly through Chint
New Energy, having recently divested
from a second client operating in the re-
gion (see “IFC’s divestments since No-
moGaia’s investigation began,” below).™
In 2017, IFC issued a $50 million loan to
Chint New Energy Development for “de-
velopment and construction of CNE’s
downstream solar projects in emerging
markets outside of China, such as Turkey,
Pakistan and Thailand.” IFC states explic-
itly that its funds “will not be used for so-
lar projects in China or PV panel manufac-
turing projects.” Money is fungible, how-
ever, so it is difficult to divorce IFC fund-
ing from Chint’s activities in China, partic-
ularly PV manufacturing for a planned ex-
pansion of its energy portfolio. A year af-
ter closing on IFC’s loan, in 2018, Chint
spent 703m yuan (US $106m) to buy out
all PV power assets of Longi Green En-
ergy.™ Longi sources its polysilicon from
GCL-Poly.™ i Chint New Energy signed a
long-term sourcing agreement with GCL-
Poly in 2019.

IFC currently reports that its Chint financ-
ing is only designated for projects in Tur-
key. Chint New Energy’s major contribu-
tion to the Turkish grid to date (separate
from its parent company’s investment in
coal power at the Huntlu plant) isa 70MW
facility in the south of the country. >
IFC’s investment in a Turkish solar plant in
2017 using technology sourced from a
Hangzhou-based company does not, on its
face, look like a high-risk investment. In-
deed, the indications of risk only mounted
steadily over time, as photovoltaic supply
chains have consolidated and materials
sourcing is increasingly located in Xinjiang.
Chint’s risk profile was potentially lower in
2016 when the project was disclosed than
it is today. But Chint’s business deals
should be the subject of heightened scru-
tiny in IFC’s continued relationship with
the firm, which is not scheduled to sunset
for several more years.

Any future investments supported by the
IFC loan should consider the relationships
the company has built in ensuing years,
not merely the status of the firm in 2016

Key questions about IFC’s due diligence in mining and energy production investments

e  What due diligence has IFC done on polysilicon and monoscrystalline silicon wafer sourcing facilities in Xinjiang? None.
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IFC Xinjiang projects recently divested

In addition to the projects described above, IFC has divested from one project in the third quarter of 2019 and two additional pro-
jects since NomoGaia first reached out to the bank in November 2020. These divestments are an encouraging sign of growing atten-
tion to the issues in Xinjiang, as is the absence of new lending in the region.

Canadian Solar and CGL Poly

In 2016, IFC invested $20m in equity and made a $40m loan to Canadian Solar. ™" Canadian Solar operates a manufacturing facility
in a joint venture with CGL-Poly (described above), and signed a long-term sourcing agreement for photovoltaic materials with CGL-
Poly in 2019. Using materials sourced from CGL-Poly, Canadian Solar operates a 30-MW solar farm near Tumxuk in Xinjiang, installed
on 100 hectares of land, the acquisition of which is not covered by PS5 or PS7 in IFC disclosures.™ Canadian Solar has not disclosed
how this electricity is used, but the solar farm is located proximate to several detention facilities. IFC disclosures make no mention of
Canadian Solar’s presence in Xinjiang, raising questions of how comprehensive external analysis of IFC’s Xinjiang footprint may be.

As of March 9, 2021 the investment is still described as ‘active’ in public disclosure. IFC reports that its loan matured and it ended its
equity investment in 2020.

Figure 14 - Canadian Solar’s solar fields at bottom, outlined in red. Detention facilities at center and top-left, denoted by red thumbtack icons
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COFCO Noble, Nidera-COFCO, Noble-COFCO

COFCO is China’s largest food producing company. IFC invested over $175m in equity in COFCO’s international subsidiaries, Noble
and Nidera, between 2014 ($140m) and 2016 ($36m) — a substantial agricultural investment by IFC standards. COFCO is state-
owned, and IFC’'s minority equity ownership, while large by IFC loan standards, was a small fraction of the company. IFC summary
documents suggest that IFC had vetted COFCQ’s Latin American operations for supply chain risks and potential impacts on indige-
nous peoples but had considered no comparable risks in COFCO’s Xinjiang operations.

IFC has said it bypassed due diligence in China because IFC’s investments were to support COFCO’s acquisition of Noble and Nidera,
which are traders based outside of China. But COFCO’s acquisition of these firms was specifically aimed at integrating Chinese opera-
tions with global businesses. When announcing the full acquisition of Noble in January 2016, COFCO described Noble as its “overseas
purchase platform... linking its upstream origination and trading operations with the downstream processing and distribution capa-
bilities.” As early as May 2015, COFCO had articulated that its domestic business would merge into COFCO International: “Currently,
the integration has started and in the future COFCO International will be the platform to integrate related business to make it a
global agribusiness company which operates from upstream to downstream products.”**vi

Knowing this, IFC would be expected to undertake due diligence on the equity investment into the firm at large, including in main-
land China. The majority of COFCO’s tomato business is in 13 Xinjiang facilities, which directly participate in government poverty
alleviation programs. The company’s annual report indicates it also made donations to Aksu’s Wushi County government for voca-
tional skills training, low-income housing, tomato industry development and a security patrol car.™i [FC states that it signed an
agreement to sell shares in COFCO international “back to COFCO Group,” which was pending finalization in March 2021.

Xinjiang Goldwind

IFC held equity in Xinjiang Goldwind from October 2010 until September 2019. IFC’s 2019 divestment predates NomoGaia’s engage-
ment on these issues, but it occurred as news reports of a broadening state-sponsored crackdown on Uyghurs had become perva-
sive. IFC was aware of Goldwind’s close relationship to the government (it is a state-own enterprise). Due diligence would have also
exposed its relationship to the XPCC. As early as 2008, Goldwind was engaging with XPCC branch of the Agricultural Bank of China for
a line of credit (3 billion yuan for 24 months).”™ii There were few public interactions between the two between 2010 and 2019.

IFC’s divestment from Goldwind came on the heels of a sudden flurry of news reports about Goldwind and XPCC. In June 2019 Gold-
wind attended a strategic cooperation agreement signing between XPCC, the Uyghur Region government, and the Chinese export-
import company, Sinosure, in a joint commitment to make “greater contributions to the promotion of the local economic develop-
ment in Xinjiang” and to “go global” and link Xinjiang to transnational business.™* August 2019, the XPCC’s online propaganda arm,
bingtuannet.com, reposted a Xinhua editorial attributing Goldwind’s success to collaboration with party initiatives.* IFC divested
just two months later, on September 26. Goldwind’s relationship with the XPCC has grown more public since then.*

However, on September 16, days before IFC’s update to the project public documentation, IFC disclosed investments in four Paki-
stani wind projects that would all use Goldwind turbines (two additional Pakistani wind power investments were also announced
that day. Both were re-investments from earlier loans dated to 2013 and 2016 — Tricom ).

Din Goldwind N $12.95m 16 Sept 2019 Pending Disbursement
Artistic Goldwind N $12.76m 16 Sept 2019 Pending Disbursement
Act Il Goldwind N $12.81m 16 Sept 2019 Pending Disbursement
Gul Ahmed Goldwind Y (Nordex turbines 2014) $12.75m 16 Sept 2019 Pending Disbursement
Tricom Gamesa/Seimens Y (GE turbines 2016) $13.04m 16 Sept 2019 Active: 30 Oct 2020
Metro Gamesa/Seimens Y (Nordex turbines 2013)  $20.53m 16 Sept 2019 Active: 25 Nov 2020

IFC would have faced challenges divesting publicly from Goldwind, so if creative diplomacy were at work in the issuance of small
loans supporting support China’s broader electrification agenda through Goldwind to enable a smooth divestment, this might be one
of the most interesting IFC investments and divestments in the IFC portfolio. If IFC did indeed find a diplomatic way to extract itself
from a state-run business that posed human rights and reputational risks, it might be a model for other divestitures in regions where
the political context makes responsible business conduct impossible to assure.
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https://disclosures.ifc.org/project-detail/SII/38475/din-energy-limited
https://disclosures.ifc.org/project-detail/ESRS/40966/artistic-wind-power-pvt-limited
https://disclosures.ifc.org/project-detail/SII/42613/act-ii-wind
https://disclosures.ifc.org/project-detail/SII/40974/gul-ahmed-electric-limited
https://disclosures.ifc.org/project-detail/ESRS/35088/gul-ahmed-wind-limited

Conclusion

The research for this report was conducted remotely. Authors do not speak Uyghur or Mandarin and heavily relied on Google Trans-
late and secondary sources. As such, this work could have been easily and quickly conducted by IFC and should have been supple-
mented with robust field validation of any claims clients made about the PS7 applicability and/or compliance of their operations. It is
possible that IFC’s investments in Xinjiang have not contributed to cultural erasure of Uyghurs and other ethnic minorities. However,
the Uyghur situation in Xinjiang is grave and demands an extraordinary response. Numerous countries and institutions have taken
the extreme step of total boycott, cutting off all ties with the system that is intentionally destroying the Uyghur people and culture.
In contrast, the IFC has not safeguarded the indigenous right to Free, Prior and Informed Consent in any of its Xinjiang investments
and taken no public steps to demonstrate that the due diligence and risk management approaches, which feature prominently in its
Performance Standards, have been pursued.

In the face of genocide, this position is untenable and must change. IFC should, first, recognize and condemn the actions constituting
this genocide. Second, it should conduct and publish genuine, focused, effective due diligence to determine if its financings are com-
plicit in the Uyghur oppression. Unless definitively disproved, the presumption in these investigations must be that IFC clients are
contributing to and/or benefitting from the abuses. Written and verbal statements from clients asserting that risks are absent are
inadequate to verify on-the-ground conditions in the Xinjiang context. Third, no new IFC financings in Xinjiang in any form should
occur until these investigations are complete. Finally, any loans which do not pass muster under these standards should be termi-
nated to the extent legally possible in accordance with their terms and with IFC’s Performance Standards. Until the ongoing oppres-
sion is stopped, reversed, and remedied, under its own stated values and the shared human rights values of the international com-
munity, the IFC should divest from Xinjiang.

While IFC retains its public silence on the situation in Xinjiang, it has quietly taken some steps to increase oversight and reduce its
exposure in the region. Divestment from Xinjiang Goldwind, Canadian Solar and COFCO are the most compelling examples. The ac-
tions indicate that IFC is capable of divesting from the region and has ongoing concerns. If IFC is pursuing subtle signals for political
reasons, it should nevertheless implement them more broadly across its Xinjiang portfolio or else very publicly demonstrate how it
has determined its involvement is not linked to pervasive Uyghur rights abuses.

In too many investments, IFC has been unable to produce documentation to demonstrate that risks of forced labor, ethnic erasure
and marginalization are managed. When asked for detailed documentation to demonstrate oversight, IFC was only able to provide
partial responses. IFC assertions that it has heightened its reporting requirements for Chenguang Bio and begun tracking payments
from labor brokers to small farmers could not be validated, as no documentation of this was made available. Meanwhile, the Chi-
nese state continues to commend Chenguang Bio for its participation in the Xinjiang 1JOP and other surveillance and population con-
trol efforts.

Passive approaches to project monitoring are a recurring challenge in development finance. In a context like Xinjiang they are utterly
untenable.
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Interactive version of this map at: https://drive.google.com/file/d/IWBRCDU9WxZw46WJneXnDog9i juQ20b4/view?usp=sharing
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