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OECD Due Diligence Guidance for Responsible Mineral Supply Chains &
Implementation Programme

m» OECD Rashad Abelson

Legal Expert, Centre for Responsible Business Conduct

BETTER POLICIES FOR BETTER LIVES



Organisation for Economic Cooperation and
Development - OECD

Inter-governmental organisation formed
in 1961: 37 member governments

The OECD Centre for Responsible Wi, | SIS R
Business Conduct works to develop e ha -3
government-backed standards for supply
chain due diligence

OECD Due Diligence Guidance
for Responsible Supply

Indian industry has been represented in |

the annual Implementation Forum for ” ConfctAlsctodand
igh-Risk Areas

the last 4 years

.




OECD Guidance aims to promote responsible
investment

Developed through a multi-stakeholder process, OECD Due Diligence Guidance

H . . . for Responsible Supply
the Guidance: %', Chains of Minerals from

4 4 Conflict-Affected and
High-Risk Areas

= (Clarifies how companies can identify and ‘:/
manage risks throughout the entire mineral
supply chain

= Aims to promote responsible investments in
mineral production and trade to support its
contribution to sustainable development of
producing countries @)
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What is supply chain due diligence?

Due diligence means companies need to do their
‘homework’ on their supply chains to understand:

v" where the minerals they buy or refine come from

v’ if the mining, transport or trade of minerals fund
conflict or human rights abuses or are linked to
financial crime




Supply chain risks

Exploitation and trade of mineral
resources is a source of growth, but
can be associated with negative
impacts:

Serious human rights abuses (e.g.
child labour, forced labour)

Conflict financing
Financial crimes

Global issues (Africa, Asia, Latin
America, Europe)

Affect all mineral resources (gold but
also tin, tantalum, tungsten, cobalt,
precious stones, coal etc.)




> Why should companies care?

Legislation requiring companies to
source responsibly and disclose their
due diligence efforts:

 US Dodd Frank Law sec. 1502
e EU Regulation 2017/821

Scrutiny from governments on supply o
INTERPOL

chain activities that potentially:

e violate sanctions
e support terrorism or conflict

e contribute to bribery and money
laundering




> Why should companies care?

Market access is increasingly limited
by industry audits on due diligence
systems of refiners (e.g. LBMA, DMCC,
RMI, and RJC)

DMCC’

DUBAI MULTI
COMMODITIES CENTRE

Investors are more keen to avoid
high-risk sectors, including sectors
subject to regulatory or reputational
damage

GOOD DELIVERY
REFINER

Consumer action, through social
media and ‘mega’ campaign groups,
are changing consumer demand
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The OECD Guidance for
Responsible Supply Chains

of Minerals from Conflict-
Affected and High-Risk Areas



Key features of the OECD Due Diligence Guidance

* One set of expectations

OECD Due Diligence Guidance

A common framework for due diligence \ |\ for Responsible Supply
. . 4 4 Conflict-Affected and

expectations throughout the entire ” High-Risk Areas

mineral supply chain from mines until 7 '

end users

* Progressive approach

The promotion of constructive
engagement with suppliers in order to
gradually affect changes in their sourcing
practices without embargoes!




Due Diligence vs. Compliance

Not intended to provide 100% certainty on the conflict-free status of minerals, but
focus on the processes to identify, prevent and mitigate risk based on available
information

On-going, proactive and reactive: Information and due diligence systems should be
progressively improved over time

Risk-based approach: the higher the identified risk, the more intensive the due
diligence and monitoring

Identifying, assessing, reporting and mitigating risks can demonstrate reasonable
and good faith due diligence efforts; constructive engagement with suppliers
enables companies to progressively improve due diligence practices

Responsibility that appropriate due diligence on individual supply chains has been
carried out lies with the company but industry initiatives can take on due diligence
activities




>> How to read the Guidance

* 5-step risk-based framework for all minerals
from conflict-affected and high-risk areas
(Annex I)

 Model supply chain policy and list of high-
priority risks (Annex Il)

* Principles for Risk Mitigation (Annex Ill)

* Supplements on Tin, Tantalum and Tungsten
(2011) and Gold (2012), including special

Appendix on artisanal and small-scale mining
for gold
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Annex Il Risks

NO! Sourcing from parties linked to serious abuses
NO! Direct or indirect support to non-state armed groups

MITIGATE! Direct or indirect support to public or private
security forces

MITIGATE! Bribery in the supply chain, fraud or
misrepresentation of chain of custody or traceability
information

MITIGATE! Money-laundering through the mineral supply
chain

MITIGATE! Non-payment by suppliers of taxes, fees and
royalties related to mineral extraction, transport and export




Common 5-Step Framework for Due
Diligence across mineral supply chains

Establish strong management systems: Policy, internal capacity, supplier & business
partner engagement, internal controls, data collection, grievance mechanism

Identify, assess and prioritise sourcing risks: map operations, business partners &
supply chains, prioritize based on severity of harm — carry out enhanced checks
when location, supplier or circumstance red flags are identified

Manage risks : inform senior management, fix internal systems, build leverage
individually or collaboratively, use existing networks to manage risk (e.g. industry,
monitoring groups etc.), build internal and business partner capacity

Refiner audits: 3™ party independent audit at identified control point in the supply
chain: for gold this is the refiner!

Report on due diligence: publicly report annually with due regard for commercial
confidentiality and competitive concerns




‘Whole of supply chain’ due diligence

e.g. simplified metal supply chain

- - & gl -l -8

\ J | I
| |

“Upstream” companies: “Downstream” companies:

v/ Establish traceability or chain of custody to v' Identify “choke points” in supply
mine of origin chain (e.g. metal smelter or refiners)

v" For “red flagged” supply chains, undertake on- v' Collect information on their upstream
the-ground assessments of mines, producers & due diligence (e.g. both through
traders for conflict, serious abuses, bribery, tax individual efforts and industry
evasion, fraud, money-laundering auditing)

v’ Collaborative engagement with local gov't, v’ Use collective industry leverage to
CSOs, local business to prevent & mitigate encourage improvement of upstream

impacts, monitor due diligence



OECD Guidance and artisanal and small-scale mining (ASM)

v" ASM has a key role, can drive sector-wide
changes in responsible sourcing

v The Guidance enables market access
through collaborative efforts of all actors
involved

v" Detailed Appendix on ASGM provides
roadmap to create economic and
development opportunities for artisanal
miners,

v All stakeholders (e.g. governments,
industry, civil society) encouraged to use
the suggested measures in the Appendix




OECD activities on
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Responsible Minerals Implementation

Programme

* Technical advice for
alignment and

promotion a

* Research to
improve
understanding &
application of due

diligence —

e Qutreach and
cooperation,
training, convening
stakeholders in the

value chain |:
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e Training programme
and tools,
communication

e Case studies & reports
on good practices &
barriers in specific
sectors or risks

® Research on impact,
cost-benefits; cost-
sharing along supply
chains

e Alignment assessment
tool & common
framework for
measuring uptake &
impact

e Events to bring
stakeholders together
and address barriers

S

e More companies, &
initiatives

. . (X )
implementing due
diligence

* Increased awareness
& abilities of
Adherents to promote
due diligence

e Greater alignment &
convergence among
government policies

and initiatives on due
diligence Sz

e Improved
understanding of
barriers and solutions
to scale up & drive
more effective

implementation /

* Fewer adverse
impacts of
business activities
& improved
remedies for
harms caused

* Increased
business support
for Sustainable
Development
Goals

e Resilient &
responsible
markets &
industries




Technical advice

Alignment and promotion

OUTPUTS

Technical advice & support

Due diligence tools and alignment framework

during revision of standards (EU, China, India,
Colombia)

Provide advice to strategic industry and civil
society initiatives to support integration into
practice

Develop methodology & tool for alignment of
industry programmes with OECD Guidance

Develop the methodology and tool for Portal for

Supply Chain Risk Information

Convening, match-making, problem-solving

Connect initiatives with relevant policy-makers,

donors, experts and stakeholders

Host stakeholder working groups or meetings
on specific topics (e.g. to support research

agenda — SMEs, measuring impacts, incentives

and cost-sharing, etc.)

9

_ OUTCOMES

Comment on emerging regulatory initiatives or

Increase awareness and regulatory
initiatives and national standards
committing to OECD Guidance in
importing, transiting and producing
countries

Strengthen industry schemes to better
align their programmes to OECD
standard, including expansion to global
scope

Foster greater efficiency of industry
schemes through better opportunities for
cross-recognition and inter-operability

Foster stakeholder consensus on
applicability of OECD Guidance to all
minerals
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Research

0 Improve understanding & address emerging barriers

OUTPUTS

Measuring uptake of due diligence, results
and impact

Develop framework and indicators to
measure uptake of due diligence, results
and impact of Guidance implementation

Annual survey of Adherents

Reports on good practices and barriers for
implementation in specific regions or risks

Baseline regional assessment of mineral
supply chains (Central Africa, Colombia,
West Africa)

Practical actions to address worst forms
of child labour

FAQ on Artisanal and Small-scale Mining

Reports on quantifying the costs and
benefits of due diligence

_ OUTCOMES

- Improve understanding of

barriers and solutions to scale up
& drive more effective
implementation

Improve understanding of due
diligence efforts’ contribution to
social and economic development in
mining communities and identify
potential implementation gaps.

Foster stakeholder consensus on
applicability of OECD Guidance to all
minerals

Foster more government and
industry confidence and
engagement in ASM
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OUTPUTS B  OyTCOMES

Communications and training tools

Outreach and Cooperation
Communications, tools & dissemination

- Foster industry initiatives and
market makers’ commitment
— Develop simplified brochure and other to OECD due diligence
communication material on the Guidance expectations (LBMA, DMCC,
RJC, RMI, CCCMC, LME, CIBJO
etc.) across different minerals

— Translation of the Guidance

Regional capacity building programme

— Roll out a training programme on the OECD - Increase awareness, uptake
Guidance in Latin America, West Africa and and implementation of due
Central Africa diligence practices by

industries

— Participate in government, industry and

stakeholder events = Increase promotion of due

diligence by governments
Outreach to actors in the value chain > Raise awareness on mineral

— Informal working group with law enforcement, Smuggling_ pract-ices' and the
airline companies, banks launch of investigations of

related cases
— Connect initiatives with relevant policy-makers,

donors, experts, international organisations and
stakeholders




OECD Implementation Programme — main
outcomes

Impressive uptake of countries — producing, processing, consuming
— Endorsement by ICGLR and ICGLR Member States
— US Dodd-Frank Act
— EU regulation
— Cooperation with China / Turkey / Colombia / India, etc.
Impressive and increasing private sector buy-in

— increased coverage by industry programmes of due diligence implementation by their members, in
particular at the smelter and refining stage

Improved understanding and awareness of due diligence, through extensive capacity-building programmes
Increased global awareness of artisanal mining
— Within producing countries

— By the international donor community




For further information on the OECD’s work on Responsible
Business Conduct

. http://mneguidelines.oecd.org/

. http://www.oecd.org/corporate/mne/mining.htm

. OECD Due Diligence Guidance for Responsible Supply Chains of Minerals from Conflict-
Affected and High-Risk Areas

. FAQ on sourcing gold from artisanal and small scale miners

. OECD Council report on the implementation of the due diligence guidance

. OECD Alignment Assessment Tool

. Practical Actions for Companies to Identify and Address the Worst Forms of Child Labour

. Virtual Guidance @ duediligenceguidance.org



http://mneguidelines.oecd.org/
http://mneguidelines.oecd.org/artisanal-small-scale-miner-hub.htm
http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=COM/DAF/INV/DCD/DAC(2015)3/FINAL&docLanguage=En
http://mneguidelines.oecd.org/industry-initiatives-alignment-assessment.htm
https://mneguidelines.oecd.org/child-labour-risks-in-the-minerals-supply-chain.htm
https://www.duediligenceguidance.org/

