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PBIHOK IparoneHHbIX MEeTAJJIOB
Mockga, 24 nosi6ps 2011

ITOT JOKYMEHT MPeCTABJIEH UCKJIIOYNTEILHO B MHPOPMAIIMOHHBIX I[€JIsIX.

Nudopmanms npeacTaBieHHas B JaHHOM JOKYMEHTE HE SBIISIETCS COBETAMHU K KaKMM JIMOO EHCTBHUAM U HE MPEIOCTABIISIET
HUKAKWX PEKOMEHIAIIMN TI0 BOMPOCaM MOKYIKH KaKUX-T100 (PMHAHCOBBIX MHCTPYMEHTOB WJIM WHBECTHIUH, IPSIMO WIIH
KOCBEHHO YIOMSHYTBIX B HEH. ITO HE ABISCTCS MPE/I0KCHUEM WIIM peKOMEHAAIMEN Ha MOKYIKY WM MPOJaXy KaKuX-Tu00
(hMHAHCOBBIX HHCTPYMEHTOB: U HE ABJISICTCS OPUITMATBLHBIM MTOATBEPKICHHEM KaKOW-ITH00 Oonepariuy Wiiu TpaH3aKIuu
TouHOCTB ¥ TTOTHOTA MH(POPMAIIMH: COACpPIKAIICHCS B JAHHOM JIOKYMEHTE: Tak)Ke He TapaHTHPYETCS.

OTOT HOKYMEHT HE PACKPBIBAET BCE PUCKHU U JIPYTME BAXXHBIE BOITPOCBI, CBA3AHHBIE C
MHBECTUILIUAMM B MTHCTPYMEHTBI/OIIEPALIMUA. JIO ITPOBEJEHU S OITEPAITUN ITIOTEHIIUAJILHBIE
MHBECTOPBI IOJDKHBI ITOJIYUUTD [TOJIHYIO YBEPEHHOCTD, UTO OHU ITOHUMAIOT BCE ITPABUJIA
PABOTBI C MTHCTPYMEHTAMW/OIEPALIMAMU U BCE BO3MOXHBIE PUCKU.

Hukakast 4acTh 3ToM Mpe3eHTaluu He MoKeT ObITh (1) ckonmupoBaHa, cororpadupoBaHa Wid Ay0JupoBaHa B JIF000H Ghopme
U HE MOXeET JIIoObIM criocoOoM (1) pacrpocTpaHsAThCsA 0€3 IpeIBapUTEIIBHOIO MMCbMEHHOT0 coracus LBMA

Od¢ununanbHas Bed-crpannna Cemunapa PeiHok gparoneHHbIX MeTasL1oB: http://bullion.ru/mba/
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London Vaulting — The heart of the London Gold Market {:)

* Nine recognised Custodians

« Five vaults provide
«  Security
* Experience (weighing,
Inspection, storing, packing, e —
shipping) II C@nflletﬂE ee’?’?
* Quality monitoring — Ao :
Gatekeeper role
« = Fungibility (all bars are
treated as being the same)

«  Currently ~9,000 tonnes in
London with a value of
~$500 billion
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Democratic Republic of the Congo {:)




Section 1502 — Conflict Minerals from the DRC
the three Ts (Tin, Tantalum and Tungsten) and Gold

SEC must develop the detailed rules

Listed US companies must disclose Use of Gold, and Source:

Directly affects US Publicly Traded Companies
|dentify Products Using Gold
ldentify Sources in DRC Countries

But through various chains, everyone in the gold market is affected.



Problem 1 — Tail wagging the dog {:)

Normally dogs wag their tails

Sometimes unfortunately, it is the other way round,

The DRC is the tail. The world gold market is the dog




Problem 2 - De Facto Boycott {:)
(the unintended consequence)

* Area of DRC Conflict * Area of Dodd-Frank Stigma




DRC Gold Production {:)

Total production ~ 16 tonnes / year (0.6% of world output)
Formal Sector
Informal Sector - Alluvial, Artisanal, Possibly lllegal

Conflict Area Output: ~ 4 tonnes / year
Market Value: > US$ 200,000,000
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Proposed regulations published in December, 2010

What is the Country of Origin?
Need for reporting companies to

Make reasonable inquiries
use reliable supplier representations and
arrange an independent third party audit

What is the origin of recycled gold (eg bars and old jewellery)
Need to exempt existing stocks
Confidentiality versus public disclosure

Publication of final regulations (originally due in April) still awaited



OECD began work on conflict-free supply chains in Oct 2009

Developed with the assistance of a multi-stakeholder working group:

OECD and African Countries
International Organisations
Industry and Trade Groups
Companies

Non-governmental Organisations
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Выступающий
Заметки для презентации
The OECD Due Diligence Guidance is one example. 

Work on OECD Guidance began in Oct 2009…

The Guidance was developed through a multi-stakeholder process with in-depth engagement, and agreement, from a wide range of stakeholders, including OECD and non-OECD (mostly African) governments, major industry players and associations throughout the entire supply chain of the most relevant minerals (i.e. tin, tantalum, tungsten and gold), and major international and local host state civil society. 

Consensus building is vital for the success of this work, (1) so that it’s practical while maintaining its overall objectives and (2) so that after its complete all actors involved feel ownership over the recommendations


OECD Due Diligence Guidance {:)

A 5-step, risk-based, due diligence framework for all minerals from conflict
and high-risk areas (not just the DRC)

A model supply chain policy
Principles for risk mitigation

Supplements on Tin, Tantalum and Tungsten
(already published)

Supplement on Gold (soon with LBMA assistance)
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Выступающий
Заметки для презентации
THE GUIDANCE CONTAINS 4 overall PARTS which have already been finalized, approved and endorsed, and a 5th part which is forthcoming:  

A general 5 STEP RISK BASED DUE DILIGENCE FRAMEWORK (BASICALLY OUTLINES ALL THE STEPS COMPANIES SHOULD GO THROUGH TO IDENTIFY, PREVENT AND manage RISK CONTRINUTING TO CONFLICT THROUGH THEIR MINERAL OR METAL PROCUREMENT. The general framework is not specific to any minerals so applies to 3Ts and gold. 

SECOND PART – MODEL POLICY

THIS IS VERY IMPORTANT BECAUSE THIS POLICY DEFINES PRECISELY WHAT “CONTRIBUTING TO CONFLICT” AND “DIRECT OR INDIRECT SUPPORT TO ARMED GROUPS”  MEANS. The policy describes very specifically the types of risks likely to be faced in conflict-affected and high-risk areas, and also defines for the first time the appropriate risk management strategy companies should take to prevent, eliminate or mitigate those risks once identified. So that it’s easily digestible by enterprises, it does so in the form of a model company policy. IT’S AGAINST THIS POLICY THAT THE GUIDANCE EXPECTS COMPANIES TO IDENTIFY RISK.  

THE THIRD PART OF THE GUIDANCE THEN PROVIDES SUGGESTED MEASURES FOR MITIGATION TO HELP COMPANIES – mostly relevant for those companies operating on the ground in conflict-affected areas.

4. THE GUIDANCE INCLUDES A SUPLEMENT ON TIN, TANTALUM AND TUNGSTEN: Elaborates AND BUILDS ON on 5-Step Risk-Based due diligence framework from the guidance, and distinguishes due diligence recommendations for  “upstream” and “downstream” companies.

The “Upstream” part of the supply chain is from the mine of mineral origin to the mineral smelter/refiner, which id the point where the mineral concentrate is refined to a usable metal form. The “Downstream” part of the supply chain is everything  after the mineral smelter, from metal trading and component manufacturing to OEMs and retailers. Upstream and downstream companies therefore refers to the actors in the supply chain in those respective parts.
 
By the way, worth noting here that the OECD Guidance does not use the term “ conflict minerals” because not all minerals from conflict areas contribute to conflict or abuse. In fact, the production and trade of minerals from conflict areas should, and can be a catalyst for growth, helping war-torn areas transition away from conflict. The OECD Guidance adopts a constructive approach to promote ongoing engagement in these areas, while also ensuring that companies do not contribute to the worst forms of abuse and conflict financing.

5. We are now also working on a Supplement on Gold. Before explaining more about the work on gold, I would like to quickly introduce the general 5 step due diligence framework which already applies to gold, and around which the gold supplement will be structured  


OECD Due Diligence Principles {:)

Progressive improvement is acceptable

Integration with existing standards, practices and management systems

Involvement of industry or market initiatives to save costs and reduce audit
fatigue



Выступающий
Заметки для презентации
Before I update everyone on where we stand on the gold supplement, I wanted to make a few overall and general clarifications on the due diligence Guidance and some cornerstone principles if the Guidance, which would apply to the Gold Supplement and which help make due diligence a bit more :

Due diligence is a dynamic, on-going process with the information collected and built, with quality progressively improved. It is not expected that a company could discharge everything overnight. BUT IT IS EXPECTED THAT COS WILL USE REASONABEL AND GOOD FAITH EFFORTS AT ALL TIMES TO PROGRESSIVELY IMPLEMENT THE GUIDANCE

Companies are encouraged to integrate the due diligence standards and principles into existing due diligence practices and management systems (e.g. KYC and integrity processes). The guidance does not expect a company carry out a separate or parallel process.
 
The due diligence recommendations may be carried out jointly through industry or other multi-stakeholder initiatives to save costs and reduce audit fatigue. HOWEVER CO’S WILL ALWAYS RETINA THEIR OWN INDIVIDUAL RESPOSNIBILITY FOR THE JOINT WORK



Why deal with gold differently?

Complex, non-linear supply chain
Recycled and scrap gold
Artisanal mining
Easy to refine, smuggle, launder and conceal
Rudimentary refining capacities
Fungible nature (gold is similar to money)
Non-physical transactions
Investment (private and official sector)
Existing refining industry experience of Anti-Money Laundering


Выступающий
Заметки для презентации
 
Moving onto gold,  
Why deal with gold differently? Well, the gold supply chain presents some unique challenges that require some new thinking. Given the fungible nature of gold and its non-linear supply chain, there are major difficulties in tracing gold up the supply chain or establishing a chain of custody. Last year for example, 40% of all refined gold came from recycled sources rather than mined sources. Also, Gold can be mined easily, smuggled easily and can be easily melted down and unknowingly combined or mixed with gold from other non-conflict sources. This makes due diligence extremely difficult.



Industry Initiatives {:)

Responsible Jewellery Councill
World Gold Council

London Bullion Market Association

Electronic Industries Citizens Coalition (EICC)




Gold Good Delivery Refiners



September, 2010 - UN Experts Group speaks at LBMA's Berlin
Conference.

June, 2011 - The Regulatory Affairs Committee proposes that GD
refiners must comply with the LBMA due diligence guidance.

June, 2011 - Meetings of LBMA Regulatory Affairs Committee and
referees to develop draft LBMA guidance

11t July 2011 — first draft of LBMA due diligence guidance circulated for
comment to a group of GD refiners

26" August 2011 - second draft of LBMA due diligence circulated to all
GDL refiners

—~—


Выступающий
Заметки для презентации




To give assurance to purchasers of GD gold bars that the refiner who
produced them used reasonable and effective due diligence to ensure
that its feedstock was free from metal that had financed conflict or been
used for money laundering or terrorist financing.

To provide a framework for carrying out due diligence which is
practicable for the refinery and credible for the outside world.

But above all....
.... to allow the market to continue functioning!


Выступающий
Заметки для презентации




Put together by LBMA GD refiners with experience of operating due
diligence systems

Based on the 5-step framework in the OECD guidance on conflict
minerals plus existing Know Your Customer Anti-Money Laundering
Regulations

Risk-based: Higher risk = more due diligence is needed (and vice versa)
Compliance required for maintenance of GD Accreditation

Section on artisanal mining is still to be written

—~—


Выступающий
Заметки для презентации




Structure Based on OECD Due Diligence Guidance - Annex |

5-Step Framework for Risk-Based Due Diligence in the Mineral Supply
Chain

Step 1. Set up strong management systems

Step 2: Identify and assess risks in the supply chain

Step 3: Design and implement a strategy to respond to identified risks
Step 4: Arrange an independent audit of the due diligence

Step 5: Publish report on policy and actions

The draft guidance was sent to GD refiners on 26 August, 2011


Выступающий
Заметки для презентации




LBMA Responsible Gold Guidance

Proposed timetable for adoption:

30 Nov 2011 - OECD Gold Supplement to be published
1 Dec 2011 - Final LBMA Responsible Gold Guidance to be issued

1 Jan 2012 — LBMA Guidance becomes an official requirement of Good
Delivery

13 Jan 2012 - Deadline for LBMA GD Gold Refiners to indicate they accept
and will follow the guidelines.



Выступающий
Заметки для презентации




LBMA Responsible Gold Guidance {:)
Feedback Needed

Too hard, too easy or just about right?
Are any changes needed?

Should compliance be mandatory for GD refiners?

Is the timetable for implementation reasonable?



Выступающий
Заметки для презентации




Contacts and further information {:)

www.lbma.org.uk

—




43 GD gold refiners have agreed to participate

4 Russian refiners have agreed to participate.
We are awaiting to hear from 4 others.

The exercise will go ahead with samples being distributed in January
(each participant will be sent 3.3 g of gold in the fineness range 995-999)

Should we send the samples via eg Gokhran rather than directly?

g



Has been unchanged at £10 million since 1993
Basel lll regime is forcing banks to hold more capital
Higher gold and silver prices means more metal value at risk

Criterion raised to £15 million (immediately for new applicants)

Feedback Needed

How much time is needed for those with a net worth below £15 million?

e



From 2012 onwards, refiners must provide annual data for production and
the most recent audited tangible net worth

Technical monitoring will continue to be an a three-year cycle.

Refiners opting for 6-sample assay test must confirm that they have not
produced any gold with a fineness of less than 999.9 in the previous year.

Annual GDL Maintenance Fee will be increased from £1,000 to £1,100 with
effect from January, 2012



Visual Guide to Good Delivery Bars {:)

Based on views of London vault managers
Physical quality (not assay accuracy)

lllustrations of Rejected versus Borderline Acceptable bars

Will be available to all refiners on the LBMA Website
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