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Gold Industry
Due Diligence and the DRC
By Gregory Mthembu-Salter, UN Group of Experts
The Group of Experts on the Democratic
Republic of Congo (DRC) received its latest
mandate from the UN Security Council in
Resolution 1896, in December 2009. The
Group for the past 10 years has investigated
DRC armed groups, including whom their
friends and allies are, how they obtain their
weapons and how they pay for these.
One of the consistent findings of the
reports of the Group over the decade is that
an important source of funding for armed
groups in the DRC is the minerals trade.
Eastern DRC, where the conflict is mostly
played out, is rich in gold, tin, tantalum and
tungsten. The region is scattered with
deposits of these metals, all worked by
artisanal miners. The mineral ores then travel
from the deposits along a variety of supply
chains to the outside world, and armed groups
enrich themselves by collecting rents from
these supply chains.
It is a sanctionable activity for anyone to
provide support, direct or indirect, to armed
groups. Several companies, including two
gold traders, have already been sanctioned by
the UN Security Council for trading in
minerals from which DRC armed groups had
previously collected rents, resulting in the
freezing of their assets and an international
travel ban.
In Resolution 1896, the Council called on
companies trading, processing or consuming
DRC minerals to exercise due diligence to
ensure they were not providing indirect
support for armed groups. The Council also
asked the Group to recommend to it

guidelines that it might issue to companies
about how to practise this due diligence.
The Group is currently engaged in drawing up
these recommendations and will report to the
Council with them in October 2010.
The Group’s interim report S/2010/252
published in June this year outlines its work to
date on this issue. In summary, the Group
proposes a risk-based due diligence approach,
in which companies ascertain the level of their
exposure to the risk of supporting armed
groups and then devise strategies to mitigate
the risk. The Group further proposes that
these strategies and their effectiveness should
be evaluated by an independent third-party
audit mechanism.
For companies to ascertain the risk of their
supporting armed groups, they need to know:
1. Where exactly in the DRC their minerals
came from
2. The details of the supply chain between
themselves and the mine
3. Which armed groups got paid along the
way and how much.
This represents a major challenge to the
gold industry. An estimated 40 tonnes of gold
was exported from the DRC last year, but
almost all of it left the country unofficially.
Traceability systems to track supply chains
between DRC gold mines and refineries are
weak to non-existent. There have to date been
few significant efforts by the industry to
improve traceability.
Yet this needs to change. The tin and
tantalum industries are taking steps to
introduce traceability systems. The gold

industry needs to follow suit. Increasing the
pressure, legislation is working its way through
the US Congress that could result in the ban
on imports of Congolese ‘conflict minerals’.
Additionally, NGOs that have until recently
largely focused on the tin and tantalum
industries are now turning their attentions
to the gold and jewellery sectors.
The gold industry, and gold refineries in
particular, need now to develop traceability
systems to find out where Congo’s gold is
travelling to and where it came from in the
DRC. Work must also begin on tracking
which armed groups got paid along the way.
The Group is keen to engage with the gold
sector on this issue. We await your inputs
on this important issue. n

Gregory MthembuSalter is a consultant to
the UN Group of Experts on
the Democratic Republic of
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recommendations to the
UN Security Council on due
diligence guidelines for
companies trading, processing and consuming
Congolese minerals. He was formerly the
finance expert for the Group, in 2007/08.
He is also a long-standing author with the
Economist Intelligence Unit about Central
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institutions, including the South African
Institute for International Affairs and the
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International Regulation
Conflict Gold
By Ruth Crowell, Commercial Director, LBMA
The LBMA has been approached by and met
with several groups regarding forthcoming US
legislation and international regulations
concerning conflict minerals including gold.
These groups include the UN Working Group
of Experts on the Democratic Republic of
Congo (DRC), the OECD, ITRI (International
Tin Research Institute) and the World Gold
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Council. The various types of pending
legislation are described below
with the most important being the US Congo
Conflict Minerals Act.
On July 15, 2010, after being passed in
the House of Representatives, the US Senate
passed the Dodd-Frank Wall Street Reform
and Consumer Protection Act (also known as

the Financial Reform Act). A key provision
that was added to the Bill will require USlisted companies to disclose whether they use
minerals from the DRC or neighbouring
countries. Companies will have to detail the
measures they have taken to avoid sourcing
tin, tungsten, tantalum and gold from armed
groups in the DRC.

ALCHEMIST

Assuming the Act is now signed by the
President, it is expected that the SEC will set
out guidelines in the next year regarding the
required due diligence on mineral supply
chains. These requirements would affect many
participants in the gold supply chain including
miners and refiners, commodities traders and
banks, and even jewellers, fabricators and
other users of gold.

US - Congo Conflict Minerals Act
(Sen. Brownback)
This Act finds that armed groups that are
abusing human rights and destabilising the
Congo region are fighting over and profiting
from the production and sale of certain
minerals, termed ‘conflict minerals’. The Bill
was supported in its passage through Congress
by Republicans and Democrats, and although
initially aimed at tin, tantalum and tungsten,
was amended to include gold. The Act will
require US-listed companies to provide
information on how they have carried out a
due diligence on their supply chains. It also
gives the SEC powers to require companies
to report on this aspect. The Act will apply to
companies for which gold is a necessary part
of the products they make and sell. The
Secretary of State will determine after five
years whether the armed groups in the Congo
continue to benefit from these minerals.

OECD due diligence guidance for
responsible supply chain
management of minerals from
conflict-affected and high-risk
areas.
This draft due diligence guidance puts forward
a framework for companies to manage risks in
the supply chain structured around the
procedural steps that companies should take
to:
identify the factual circumstances that
companies should consider while trading,
handling, refining, manufacturing or selling
minerals originating from conflict-affected
and high-risk areas;
1. detect actual, potential or perceived risks
by assessing the factual circumstances against
applicable standards;
2. devise sound risk management and
mitigation strategies as appropriate, including
the categorisation of such factual
circumstances and related risks as acceptable,
unacceptable or susceptible of improvement.
The draft guidance is based on the supply
chain of cassiterite, tantalum and wolframite
as a case study. It is expected that the
principles, standards and procedural steps
will be applicable to other minerals as well
(e.g. gold) and to supply chain aspects of
minerals from both artisanal and industrial
origin as appropriate. This draft guidance is
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also intended to pave the way for the
development and implementation of
comprehensive certification schemes of
mineral resources, the implementation of
which requires the performance of due
diligence.

Responsible Jewellery Council
In April, the RJC announced that it is
investigating the feasibility of developing a
standard and process for independent, third
party certification of chain-of-custody systems
in the jewellery supply chain for both gold and
diamonds. The stated aim is to assist RJC
Members and other stakeholders who may
wish to seek voluntary certification of
chain-of-custody systems as a complementary
element to the RJC certification of responsible
business practices.

UN Group of Experts on the
Democratic Republic of Congo
The Group is currently drawing up
recommendations for the UN Security
Council on due diligence guidelines for
companies importing, processing or using
minerals from the DRC. The primary aim of
this due diligence is intended to enable
companies to avoid providing indirect support
to Congolese armed groups that are collecting
rents from mineral supply chains in the
country.n

• Brought by the management team who invented
Gold ETFs/ETCs
• 100% LBMA ‘Good Delivery’1 investment
grade bars
• Traded and settled as a share through your
stock broker or bank2
• Open ended and can be created and redeemed
to demand
• Multiple market makers and traded in USD, EUR
and GBP on all major Exchanges
• Physical delivery available
• Part of the ‘Exchange Traded Gold’ stable a
World Gold Council initiative

For more information T: +44 (0) 20 7448 4330
www.etfsecurities.com

Europe’s largest gold exchange
traded commodities
•

ETFS Physical Gold (PHAU) – AUM $5.2bn*
• ETFS Gold Bullion Securities (GBS) – AUM $5bn*

*AUM figures as at 29th June 2010

The advertisement is issued by ETF Securities Marketing LLP (“ETFSM”) and is
intended for and directed towards persons who are considered professional
investors (as defined in the UK Financial Services and Markets Act or its
equivalent under applicable law or regulation in the relevant jurisdiction) and have
professional experience in investing. It has been approved for the purposes of
Section 21 of the Financial Services and Markets Act 2000 (“the Act”) by Flow
Traders B.V.PHAU is issued by ETFS Metals Securities Ltd (MSL). GBS is issued by
Gold Bullion Securities Ltd (GBS). MSL and GBS are each regulated by the Jersey
Financial Services Commission. The United Kingdom Listing Authority (UKLA) is
the ‘home regulator’ for purposes of listing and passporting the prospectus under
the Prospectus Directive.
The products in this advertisement may or may not be suitable for a particular
investor. You should obtain your own independent financial, taxation and legal
advice before making any decisions about any investment. Investment in the
products discussed carry with it certain risks, including
those set out in the relevant prospectus, which can be
obtained from the ETFSM at +44 (0)20 7448 4330 or
info@etfsecurities.com. All codes listed are for the London
Stock Exchange.
1 ‘Good Delivery’ as defined by the LBMA in relation to the
standard of gold bars. Please see prospectus for more
information.
2 Brokerage fees may apply.

