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I. Introduction 

You should never start a presentation with an apology, but after sitting here for the last day 

and a half I think it is only right to declare right up front: I am not an expert in assaying or 

refining, as Stewart was saying.  I only joined JM just over a year ago from Tate & Lyle, who 

make sugar; if anyone is flying out of City Airport later, look to the south, there is a great big 

refinery there and that is where my office was, and also on a scientific basis this will give you 

the level that I am at: whilst we have had people talking about ICPs and this, that, and the 

other, the height of my scientific achievement is I developed the plain chocolate Kit-Kat, so 

that puts it in context for today.   

I really just whip you through a very brief edited highlights of how JM has approached doing 

an enhanced due diligence process.  My second disclaimer is that although my name is Simon 

Houghton-Dodd, I promise you I am no relation to the Dodd in Dodd-Frank, so do not blame 

me and start throwing stones; that is not me.   

II. Questions 

Effectively, we have asked ourselves four questions.  Do we have conflict minerals in our 

supply chain?  Are we following the OECD guidelines?  Are we affected by the Dodd-Frank 

Act?  And, do we have any gold coming from the DRC or surrounding countries?  Johnson 

Matthey is not quoted on the New York Stock Exchange – we are a London company – and 

whilst we are not covered by Dodd-Frank, some of our customers are, so I do not want to 

have to have an anti-money laundering policy, an LBMA policy, a Dodd-Frank policy – we 

want one system that will comprise all of the requirements across those three areas.   



III. Due Diligence for Johnson Matthey 

So, effectively, we want to build on our existing anti-money laundering policy.  We have a 

refinery in Salt Lake City and one in Toronto.  So, going back to my previous existence, I 

was at a conference around two years ago, when an HR Director was challenged on child 

labour in their supply chain and got half way through saying, ‘I do not care where the little 

kids went to work as long as….  No I did not mean that, what I meant was – we take this 

issue very seriously’.  So, really what I am saying on the second point is walking away from a 

customer or a supplier is not necessarily one of the best ways of approaching it.  Your ability 

to influence them diminishes immediately.  So, if you identify there is a minor issue you can 

carry on trading and work with them to resolve that issue.  If there is a more major problem 

then you may stop trading whilst they put corrective actions in place, identify these measures, 

go back and assess them yourselves, and start trading again, or, if it is really terrible – my 

previous company, for example, went Fairtrade on sugar, and if we had reports of children 

being injured whilst working in the fields that would not be a very good position to be in.  So 

if there are extreme issues, then you should cease trading and walk away.   

The other thing to say about this side of things is that once Johnson Matthey have gone 

around all of our supply chain base and looked at all of our contacts and things like that, it is 

not a one-off process; you have to go back and do it periodically, and you should do it if 

circumstances change.  One of the things that people were talking about earlier on is, as Ruth 

mentioned, LBMA do not have a list of countries that are high risk.  For Johnson Matthey, we 

have got a number of things that we look at and one of them is the Heidelberg Conflict 

Barometer, which comes out once a year; it is a retrospective thing, but again, it is something 

that is independent and we can look at and say, ‘This is our base that we are taking’ and that 

is updated on an annual basis. 

IV. Due Diligence Defence Definition 

Again going back to the food industry, in the past it was pretty much impossible to take a 

food company to court for allegedly giving you food poisoning, because all you would need 

to do is say, ‘They ate one meal at home and therefore it is not my fault’, so the government 

changed the law so that all food companies were guilty until they proved themselves 

innocent, so it is totally different to the law of the land.  They introduced what was called the 

‘Due Diligence Defence’, and we have talked about due diligence and how you define what 

due diligence is, and in the food industry, it is a defence to say that you took all reasonable 

precautions and exercised all due diligence.  Now, ‘reasonable’ depends on the size and 

resources available to an organisation, so, if I am a little “burger van man” – to take the horse 

meat analogy a little bit further – then if I brought by burgers from a major retailer, or 

wholesaler, that would be acceptable – I would not be expected to go out and audit all of the 

suppliers and companies and things like that – but if I am a global organisation, I would be 

expected to go back up the supply chain and go to my suppliers and investigate and make 

sure what they were selling me is what they said they were selling me.  So, what is reasonable 

depends on the size of an organisation, so you will have to prove you have done everything 

reasonable that you could.   

But also, another difference is that in criminal law, it is ‘beyond reasonable doubt’: you have 

to prove something, but with a due diligence defence it is more the balance of probability, so, 

if an auditor comes in and reviews a 100 contracts and 97 of them are absolutely perfect, but 

on three occasions you might have a signature missing, or the customs import form has gone 

missing, then that is: ‘On the balance of probability, I have done everything I need to do’.  

So, it is a bit of a grey area as to the cut-off – 95, or 96 – and so that is where you need to 



have a good dialogue and a good relationship with your auditor.  It is on the balance of 

probability: you have to prove you have done all the things that are reasonable, and show on 

the balance of probability you have to prove that you have done what you say you are going 

to do.   

V. Due Diligence Process 

So, at Johnson Matthey, this is a picture of our existing anti-money laundering form.  So, we 

have low-, medium-, and high-risk factors, based on a number of criteria along the left-hand 

side: lengthy relationship with Johnson Matthey; what type of customer they are; what type 

of sector they are in; how we pay them, and all things like that – where material comes from 

– and at the bottom, then that says what process we will go through.  So, for a low-risk 

customer, it would be mainly internet based – a self-assessment form; it would be very much 

paperwork based.   

If we went to a medium one, we would do a more enhanced one, so it would be an internet 

due diligence process, as well as doing more in-depth research.   

A high-risk one would engage a full investigation, and part of that might well be an audit, so 

this is where our AML LMBA systems overlap, because LBMA is not restricted to the Dodd-

Frank Act, it is a global scope that you have to look at.  So, to cover our Dodd-Frank Act 

requirements, we have added a fourth column, which I have called, ‘extreme’, and so it 

would automatically default to this fourth category if anything was coming either from a 

company that came from one of the Dodd-Frank-covered countries, or the supply of the 

mineral came from that country.  Now, that does not say we immediately stop trading with 

them – it says it immediately triggers an independent audit of that supply chain.  So, there is a 

distinction between the two: we are not saying, ‘If that is coming from one of those covered 

countries, we walk away’; we are saying that we will investigate it, and then we might walk 

away, or we might prove to ourselves that we can continue with this business.  But, over and 

above that, there are some red flags that could trigger an independent audit: the minerals 

could come from one of those conflict areas, or could have been transported across – they 

come from a country that does not have a significant amount of that natural resource.  There 

was a thing that came out from Dodd-Frank that said 20% of the world’s gold came from the 

covered countries, and we do not agree with that.  It has to be a company-led investigation, 

and then maybe the companies or the traders have links with one of those conflict areas or 

high-risk areas.   

The problem that I have when we use the Heidelberg Conflict Barometer is that it does not 

distinguish between regions in countries; it just gives the whole country a single status, 

whereas, we know that there are areas within certain countries that are higher risk than others, 

so, it is a good thing to start on, but it is not necessarily something that can be taken in 

isolation.   

VI. Independent Audit 

Regarding the audit, Johnson Matthey have a vested interest in giving the supply chain a big 

tick, so we should not do these audits; they have to be independent of us.  As Lynton was 

saying earlier on, you need to pick an auditor who knows their metals, so they do need their 

industry sector experience, they do need the appropriate language and cultural skills, and they 

do need also to understand issues relating to human rights, conflict, financial transactions; so 

it may well be that you do not have an auditor, but rather a team of auditors.  We can witness 

the audit, so a Johnson Matthey member of staff could go along, and act as an observer on it, 

because again, that will give us more confidence that actually this audit is being very 



thorough, is being impartial, they are not doing their own views of what is good and what is 

bad, and it has been done to the right levels.   

Another thing I should mention, that I have not written down here, is that we pay for the 

audit, so we are not asking our supply chain to pay.  Johnson Matthey is paying for all the 

costs related to this: there will be some costs in terms of management time and things like 

that but we are paying for that.  As with any audit, then the report should be detailed, accurate 

and factual, so there should be no opportunity for interpretation.  When we get the audit 

report, it is no good just filing it; we have to actually look at it, and take action on that report 

and feed back to people what it is we expect them to do.   

As in any ISO-type audit, there will be minor non-conformances, major non-conformances – 

call them what you want – but some things will be very serious that need addressing straight 

away.  Some things will be very minor that you can deal with in three, six, or nine months.  

So, again, it is an overall picture that we are looking for, and there will be the detail in there, 

so you need to be very specific on what it is you want addressed, and the timescale in which 

it needs to be addressed.   

VII. Summary 

I am pleased that I have not contradicted anything the previous three people have said.  It is 

very important that we connect people through a sort of a one-up-one-down system.  I know 

who I am getting it from and I know who I am selling it to, but, as I go further away from that 

immediate relationship, my ability to influence people diminishes, so I need people further 

along the chain to also do one-up-one-down, because that is how we will get that whole chain 

of custody put across the supply chain, so you do need that partnership across it.  Do not have 

three or four separate systems, because you will lose things in the gap.  I would recommend 

that you have one that covers your anti-money laundering – know your customer, LBMA, 

Dodd-Frank if you need it – but keep it as simple as possible.  I am a very firm believer of 

one-size-does-not-fit-all, and whilst this is the way that Johnson Matthey are doing it in very 

brief outline, I would not recommend that you pick it up and do exactly what we are doing, 

because it will not work for you.  It has been designed to work for us; it is not an industry 

scheme.   

I think this has already been covered by other people as well: even if our compliance with 

Dodd-Frank, if you like, is voluntary, so as a company we are not obligated under it, a lot of 

our customers are.  Whilst compliance with that for us is voluntary, it is about brand 

reputation and brand preservation, so external pressure would dictate that compliance is 

mandatory, really – if one of your customers says you have to do it, then you do not have any 

choice.  We want to remain a Good Delivery Refinery so we have got to go down this route.  

I will be one of the shortest Johnson Matthey employees in history if we fail our audit; I shall 

be going back to the food industry if they will have me.   

Again, picking up on something that was said earlier on, we can use this.  I have gone 

through an hour and a half with our sales team, and the thing that I have stressed to them is 

that you can use this as a selling point.  I was in a meeting when company were discussing 

whether the use of decorative gold on their glasses/marketing promotional items was covered 

under Dodd-Frank, and the person was saying to them, ‘Well, it is not a functional thing; why 

are you putting it on?  What is it there for?  You would not just waste your money on it.  

There has got to be a reason for putting this gold on to your glass,’ or whatever it is.  And, so, 

our sales people were immediately chatting to them saying, ‘If you buy ours, we are covered 

by this; we can sort you all out’.  So they do see this as a commercial advantage going 



forward, and it is something that we are hoping to get our sales teams more engaged with – 

our commercial teams anyway.   

Going back to what I was saying previously as well, relying on self-assessment is not 

sufficient as a blanket form of the due diligence defence, because if you do not go to 

anywhere and do not follow the map and audit them, whilst everything can look wonderful on 

paper, the reality can be totally different, so actually going and seeing something is very 

beneficial.  Again, the frequency with which you do these audits or these assessments should 

vary according to the risk, so, the lower the risk the less the frequency, the higher the risk, the 

higher the frequency.  For Johnson Matthey, we have said a minimum of once a year for high 

risk, and a minimum of once every three years for low risk, but, internally, we are having an 

annual review of our system, and it forms part of our overall management review, so that the 

senior managers sit down and look at all of the forms, all of the contracts, and say, ‘Okay, 

what is it we do?’ and it has been added to our internal audit system, so this system is no 

different to any of the other quality systems, calibrations of scale, you name it, it is fitted 

straight in with that.  Interestingly, it is the same with the Rand Refinery.   

I am going to Salt Lake City next week, because we have got a practice audit for two days 

next week, and part of that is, as a company, my part of Johnson Matthey has never been 

audited, as such, by an external body, so our commercial teams have no concept of what is 

going to happen to them.  Now, KPMG might be very nice, touchy feely auditors, but, even 

so, it will come as a hell of a shock to our people that an auditor does not believe them until 

they have actually proved that, ‘Yes, what I am promising I am telling you we do, we actually 

physically do’.  So, saying, ‘Yes, I have got contracts in place’, does not count until you have 

shown him, ‘Here you go, here it is, it is signed’.  So it is part of that education process and a 

trial run, to get our commercial teams up to speed with what it is they need to do.   

So, I apologise if I have confused you more than it was before I started, but I subjected Ruth 

and Stewart to an hour and three quarters of this a couple of weeks ago, and I did not really 

think that many of you would like that, so, I have truncated it down to hopefully something 

that made a bit of sense, but if there are any questions, then please feel free to ask.  Thank 

you very much.   

 

 


