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SUBMIT YOUR
QUESTIONS

If you have any questions during the webinar,
please submit these via the Questions
dropdown in the control panel, on the right-
hand side of your screen.

No open questions

If you are using your mobile device, this
functionality can be found in the Questions
tab at the bottom of your screen.

If you are having difficulty submitting a
question, please email ask@Ibma.org.uk

LBMA Annual General Meeting
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RESPONSIBLE SOURCING REPORT: OVERVIEW

RESPONSIBLE
SOURCING
Report

LBMA Responsible Sourcing Report

LBMA AND THE GLOBAL GOLD MARKET 2020 YTD
GOOD DELIVERY LIST $138.44 billion

LBMA plays a key role on behalf of the global
precious metals market to ensure business
Integrity by advancing standards, acting as
a volce and champlon for the market, and
developing market solutions.

The Loco London Precious Metals Market (also known as
“Loco London") Is the largest and oldest financial market
for gold in the world, dating back to 1671. In terms of
liquidity and market size the average daly volume for the
Loco London market is US$60 billion a day, with $x billion
stored in London vaults. Key to the efficient functioning

of this market i metal moving freely between market
participants and London vaults within the clearing system.
Systems, processes and controls have been, and continue
10 be, established to maintain an efficient market, built on
integrity and transparency.

This Includes the three maln standards that LBMA malntans:

1. The Good Delivery system, which covers metal quality and provides market participants with the assurance
that their gold and silver bars meet the international requirements. Only gold and silver bars that meet the
Good Delivery standards are acceptable in the settiement of a loco London contract.

2. The Global Precious Metals Code, which covers the ethical trading of precious metals and applies to all
participants actively trading in the Loco London precious metals market.

3. The Responsible Sourcing Programme, which covers the ethical sourcing of the metals and provides
confidence in the market that all the gold sitting in the London vaults has been sourced responsibly.

Good Delivery List (GDL)
The GDL represents a list of refiners that are accepted in the international market. This is the global industry
standard, licensed and recognised by exchanges, central banks and traders world

A refiner must comply and satisfy all of the following three requirements, not just at the point of application
for the List, but on an ongoing basis.

Due Diligence Requirement - GDL refiners are subject to stringent checks regarding their
history in the market and their financial standing.

Bar Specification - the GDL refiners’ bars must meet LBMA's exacting GDL Rules covering fine
ounce weight, purity and physical appearance (including markings and surface quality).

Responsible Sourcing Programme -all GDL refiners must implement and adhere to LBMA's
Sourcing Prog , through an annual audit.

Refiners that are accepted onto the GDL commit to responsibly sourcing all feedstock for their metal, refining it
into Good Delivery bars (of approximately 400 troy ounces for gold and 1,000 troy ounces for silver) and shipping
the bars to approved vaults in London. Bars are then freely traded between institutions within the market. All
gold processed by the GDL refiner and not just the GDL bars, meet the responsible sourcing requirements.

These refiners process the overwhelming majority of the world’s annual mined gold production and LBMA
Good Delivery accreditation allows them to deliver into the world’s major financial markets for precious
metals. The commercial benefit from being an accredited refiner helps to raise standards and trust across
the global precious metals industry.

OVERVIEW

LBMA's Responsible Sourcing Programme is only as good as the audit process and the auditors

4. 2019 AUDITOR REVIEW

themselves. Ongoing review and enforcement of LBMA's Approved Auditor requirements are

important elements for the ibility of the Pr

training sessions, webinars and robust quality control.

QUALITY CONTROL

LBMA's ongoing scrutiny helps ensure that Approved
Auditors meet the stringent standards expected of them
as set out in the Responsible Sourcing: Third-Party Audit

In addition, auditors are required to detail in the Auditor
Application Form their quality assurance and conflits of
interest policies, and explain how they comply with the
various core principles, which include ethical conduct,
due professional care, independence and integrity. Where

. LBMA engages with auditors through

Guidance (Audit Guidance). any of these aspects come under disrepute, the auditor
i removed from the Approved Service Providers List. In

The OECD Due Diligence Guidance mandates the auditor such circumstances another audit can also be requested.

as the party responsible for checking that the GDL refiner
is applying the right level of due diligence required for a
counterparty, rather than the industry programme provider
such as LBMA.
The auditor's procedures are based on the output of their
planning and risk assessment of the business model and
the risk profile of the GDL refiner, which s unique for each
engagement. LBMA puts significant efforts into reviewing
the audit reports received, and will often challenge an
auditor and ask for more information based on this scrutiny.
In certain circumstances, LBMA will engage with the auditor ISP T T E R
o draw their attenion to information leamed about ptertia Approved Service Provider List due to a
tisks associated with a refiner’s supply chain. . .
lack of confidence in their assessment
The Audit Guidance notes, under Auditor Qualification, .
that the auditor (also referred to s the Approved Service of risk.
Provider) must be able to fulfil include the following o
requirements: * Removal of four audit entities from
Independence: The service provider must have complete the Approved Service Provider List
financial and other independence from the GDL refiner. for not meeting the eligibility criteria.
In particular, the auditing body shall not provide services This also included auditors who were
for the GOL refiner related to the design, estabishment unable to successfully transition to the
or implementation of the GDL refiner's precious metals :
supply chain practice for a period of at least 24 months ISAE 3000 standard. This requirement
prior to the engagement. became mandatory for all audits of
Institutional capacity: The service provider must have financial years starting on or after
adequate organisational capacities including: 1 January 2019.
~ A robust system of quality control, including at least
the minimum requirements for independence, conflicts IS EIRGETER LD TG R GT e R T
of interest, ethics and audit quality control reviews to the Approved Service Provider List due to

be flloved: oor performance.
~ The capaity to process appeals and/or handle PoOr P :

complaints.
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01

Scope

RESPONSIBLE SOURCING REPORT

02

Public Disclosure

03

Responsible Sourcing
Programme

Background to the Programme

Refiners performance for 2019
including case studies.

Auditors Review of 2019.

Country of Origin data collected
in 2019 for 2018 production

Future development

LBMA Responsible Sourcing Report

To improve public disclosure
and provide more detail on the
outcomes of the programme

Separate work stream focusing
on enhancing Refiners
disclosure

Annual audit covering 12
months production

Applies to all LBMA GDL
Refiners

Covers all feedstock: mined
gold (LSM, ASM) and recycled

All gold sitting in the London
Vaults is responsibly sourced:
$555 billion



Incident Review Process

The Incident Review Process
(IRP) supports LBMA's
Responsible Sourcing

Programme, adding credibility by
ensuring that our GDL refiners
strictly adhere to our stringent

guidelines and requirements.

LBMA Responsible Sourcing Report

)

(

IRP - 11 steps to review an incident
outside of the annual reporting cycle

LBMA Compliance Panel
and Physical Committee

LBMA Independent NEDs and Executive
Board members take final decision
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2019 PROGRAMI\&UPDATE & AUDITOR REVIEV

Yy 3,- -
The auditis only as good as the auditor

-

2019 Programme Auditor Review 2019 -
Implementation of ESG Quality Control
First year of reporting against ESG Independence
standards Institutional Capacity
Mandatory Silver Audits Review

Geographical scope
5 entities removed

First year of reporting

Auditor Training

Collaboration with
OECD, RMI and RJC

LBMA Responsible Sourcing Report



REFINER
PERFORMANCE

(0) No zero risk tolerances reported

%’ All high and medium risk non- T T TReE
= conformances addressed raised

Low Medium
Risk

IE@ 1 re-au.dit (ful! re-audit);
{ 3 special audit (focused scope);
2 Incident Review Process

LBMA Responsible Sourcing Report
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Special Audit re:
Country of Origin
Special Audit re:
Venezuelan Gold

Allegations E

Incident Review
Process re: North Mara

LBMA Responsible Sourcing Report




COUNTRY OF ORIGIN DATA

Increased Transparency

S O U R C E 'REFINED LESS THAN 200kg REFINED MORE THAN 200kg.
JAPAN

nnnnnnnnnnnnnnnnn

to Refiner

LBMA Responsible Sourcing Report

Responsible Sourcing Audits performed in
2019 for 2018 production must contain a
confidential annex that details where every
kilogram of gold was sourced from and the
type of process used to produce it.

This information has enabled LBMA to
produce a matrix showing where gold is
produced against where gold is refined.



COUNTRY OF ORIGIN DATA: BACKGROUND

o1 02 03

Data Provided Aggregated Data Analysis
LSM - 2,127t (44%) Countries with four or more Existing Customs Data
refiners i.e.

ASM - 26t (1%) China and Switzerland Market Reports

Regions: i.e. Asia and

Recycled - 2,683t (55%) Australia

LBMA Responsible Sourcing Report



Lsm ASM RECYCLED

The smaller icons represent countries that refined less than 200kg.

REFINERY LOCATION"
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LsSM ASM RECYCLED

The smaller icons represent countries that refined less than 200kg.
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GRANULAR DATA
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Appendix 1

GOLD COUNTRY OF ORIGIN
AND COUNTRY OF DESTINATION MATRIX
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| GOLD COUNTRY OF ORIGIN
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FUTURE DEVELOPMENT

Responsibléourcing Strategg020-22

-

The purpose of the
Programme is to ensure
continuous improvement of
Responsible Sourcing
business practices and
reassure clients that all of the
metal coming into the Loco
London Market is free from
threat financing.

LBMA Responsible Sourcing Report

Priorities:

&

Transparency
improving disclosure

Advancing standards
defining best practice

Value chain accountability
building leverage

Audit programme
upholding trust

ASM and high-risk areas
engaging responsibly



RESPONSIBLE SOURCING ECOSYSTEM

(e Industry Due Diligence Programmes

. National Authorities
Maintaining cross-border ®

standards requires
international co-operation

(® Downstream Actors

between all industry (e Other Stakeholders
participants and stakeholders,
including national authorities. 7 Each of these four components of the ecosystem has its expertise

and its limitations.

Paul Fisher, LBMA Chairman Collaboration, intelligence-sharing and consultation are important
to ensure the highest standards of due diligence for Good Delivery

List refiners and for the wider precious metals industry.

LBMA Responsible Sourcing Report




CALL FOR ENGAGEMENT
International Bullion Centres

IBC Recommendations: LBMA calls on: Feedback on:
. Responsible sourcing National Authorities * |BC recommendations
of recycled gold * Civil Society * Three-year strategic plan
* Eliminating cash e Other Industry Bodies

transactions (except ASM)
e Support ASM

LBMA Responsible Sourcing Report



WE WANT TO
HEAR FROM YOU

If you had any questions during the
webinar, and we were unable to
answer these, please contact us by
emailing ask@Ibma.org.uk, and we
will contact you.
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UPCOMING WEBINARS

Join us every Thursday at 12:00 (BST) where we will be discussing a range of topical issues.

October You can also access our library of webinars at anytime

by visiting: www.lbma.org.uk/webinars
e Digital Gold - Part 01

THE IMPACT OF SUPPLY IN 7
GOLD & BITCOIN i NP L
Dragon in The Room worvin /B
ﬁ [ 3] s
OUTLOOK FOR PRECIOUS METALSIN 5" :

] A COVID-19 WORLD " | i ‘ ADVANCING
Please email ask@lbma.org.uk r‘

GLOBAL STANDARDS

if you would like further information. = Tel

N Forum on Central Bank Foreign




LBMA

ASK@LBMA.ORG.UK

@& |bma.org.uk in LBMA \
W @lbmaexecutive LBMA
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