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Myth Buster: The conflict minerals provision

Best known as the ‘conflict minerals provision,” but Section 1502 of the Dodd Frank Act is a law
that requires US-listed companies that use four minerals—tantalum, tin, tungsten and gold—in
their products to determine whether their mineral purchases inadvertently fund armed groups in
the DRC or surrounding countries.

But misinformation around the provision prevails. On the day that the companies submit their first
reports, Global Witness separates the facts from the fiction.

Myth: Section 1502 is too expensive for companies

The cost of compliance cited by some US industry representatives is often overinflated. Claigan,
an independent environmental consultancy with expertise in supply chain management,
estimates that the cost of initial compliance is 75 per cent lower than their original cost estimate
of USD $390 million for all companies covered by the law' - a fraction of the Securities and
Exchange Commission (SEC) estimate of between USD$3-$4 billion in the first year". Costs are
expected to reduce over time as industry becomes more efficient.

Myth: Section 1502 was designed to prevent companies from sourcing minerals from
Central Africa

The provision is a disclosure requirement and does not place a ban or penalty on sourcing from
the countries covered by the law. Rather, it requires companies to check their supply chains and
ensure they source minerals responsibly. Where a company identifies a supply chain ‘red flag’,
such as the financing of abusive armed groups, the responsible thing to do may be to stop
sourcing. Implementing the international guidance set out by the OECD, which is referenced in
the provision, means companies can continue to source minerals from high-risk areas like
eastern DRC while cutting out harmful parts of the trade". Many companies helped draft the
OECD Guidance.

Myth: Section 1502 has caused a de-facto embargo on minerals from the Great Lakes
region of Africa

The nature of the region’s mineral trade has changed in recent years, in part as a result of a six-
month suspension of mining and trading activities imposed in 2010 by the Congolese
government and overly restrictive interpretation of the provision by industry associations. These
changes don’t represent a permanent shut-down in trade from eastern DRC, however. Major
international companies have recently begun to engage in responsible sourcing programs in
some areas of Congo.

Myth: Section 1502 won’t bring any benefits to companies

Companies can reap a wide range of benefits by complying with Section 1502, including better
risk management, improved supply chains performance and new innovation opportunities.
Companies are now being ethically and legally compelled to find out what is going on along their
supply chains, "literally from the phone in your hand to the mine itself [which] is very powerful,"”
according to one industry representative. This type of factual disclosure is critical for investors
and consumers who want to know what is in their products.

Myth: Section 1502 will not end the conflict in eastern DRC

The roots and drivers of conflict and instability in eastern DRC are complex and will not be fully
solved by any single measure. But transforming Congo’s mineral sector from a source of conflict
financing to a trade that brings benefits to the local population is crucial. Wider reforms by the



Congolese government are critical, including reform the Congolese army so that those involved
in illegal mineral trading or human rights abuses are held to account.

Myth: If a company can’t determine if it is 100 percent ‘conflict-free’, the provision is
useless

Supply chain risks are a normal part of doing business. It is less important to know if a company
describes their products as ‘DRC conflict free’ or DRC ‘conflict indeterminable’ than it is to know
how they came to that conclusion. Companies can demonstrate that they source minerals
responsibly by describing their due diligence processes and responses to what they find along
the way. That means that consumers, shareholders and investors can see that companies are
putting in place measures to check their supply chains and manage risks as they arise. This is
how responsible business should be done.
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