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USA Conflict minerals(f2 5 #L4)

+ Financial Reform Act(£RiZkE %) 1502, 1504
2010.7

+ SEC %A 2012.08.22

SECURITIES AND EXCHANGE COMMISSION
17 CFR PARTS 240 and 249b [Release No. 34-67716; File No. S7-40-10]
RIN 3235-AK84

CONFLICT MINERALS
AGENCY: Securities and Exchange Commission. ACTION: Final rule.

SECURITIES AND EXCHANGE COMMISSION
17 CFR Parts 240 and 249 [RELEASE NO. 34-67717; FILE NO. S7-42-10]

RIN 3235-AK85
DISCLOSURE OF PAYMENTS BY RESOURCE EXTRACTION ISSUERS

AGENCY: Securities and Exchange Commission. ACTION: Final rule.
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The Environmental Investigation Agency
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Estabhshﬂd in 1984, offices in London & Washington, D.C.

- RIEDMRLEANSE %ﬁﬁfé—rét&bwgﬁ’é%tb'd‘._tl_
B4

ﬁ)mmlﬁsd to bringing about change that

EIAD &
. SR IETHTVEDL T TEAICKES
FZ L ERMULALIEL. ERAICH .
=§®%&EK$%Aﬁ_

=San Xia Economic and Trade Company (=l




O o7t v o 7%

Longhua and Shuanghua

7(5$0)2’30)Ii§7(Longhua?i&’/"("/7‘7*i)

4

from pme and a

O 7Ho~FEOAHEZHAE (mD
RUSSIA EXPORTS TO CHINA OF WOOD-BASED PRODUCTS BY RE VOLUNE (W) N MILLIONS

Wocd
35 RAEE

Wrumiture
Y]

Pulp WPaper
28L7 i

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 200 20M 202

O 7 -hEN BRSO AHMERMAE (mD)
Japan's Wood-Productsimportsfrom-=China

and Russia, by RWE-Volume{(m>} "

9,000,000

8,000,000

06

Value (USS$ billion, FOB, nomilnal)

hEOMEAEFE i Ei110—FRHM R, 1o1uusl~)b)
CHINA'S TOP 10 EXPORT PARTNERS - FLOORING

09—

Ill

WRussia =bd

Widdle East IR

Wusiala  A—RRSUT

WouthKores  58E

Wifrica 7%

MCanada Ny

WHonglong &%

W EU Q27
Japan BX

WUsA *E

2001

2008

2009 200

20 e

2002 2003

2004 2005

2000 2007




hEOMEEER i Efi10—FE (£% . 10/8USFIL)
CHINA'S TOP 10 EXPORT PARTNERS - WOODEN FURNITURE

T

Woouth Korea 58
25 — Wifrica T2Y%h
Bldaysia  XL—>7
WCanada "y
_ Btz FTRESYT
Wsouth America F1F

Wapan E'f&
 Wddebt PR
il E

s *E

2007 2008 2009 20 A

2000 2001 000 2003 2004 2005 2008

PEEXOEZMEE

Direct Involvement of Chinese Companies
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By some accounts a majority of the companles and m|IIs oper%
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Violations Identified
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ngmg outside of permitted cutting areas, wudesprea - of sanitary
g‘arvestmg permits for cutting old-growth timb reas =
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Russian Government Action
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Russian government crack-downs on criminal network inillegal logging
affederal and local level
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Recent Actions by US Government

« 2013598 —KEBRMFNSI /A—)oA4T—48—
AR ICHRFIEEICAS

Septﬁnber, 2013 — US government raid of Lumber Liquidators headquarters in
USstate of Virginia
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Recent Actions by US Government
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27T [Z DLV Tabout NEPCon
ABEMEHARLCHEMAEERICIVEAD

Engaged in legal and sustainable forest management

vV TUR—IDERENGO, 150 FHATe
Q7T ANDARZYT
Danish Environmental NGO, 97 staff members, 15 offices.

v BiE- B R RMEE ORI - 25
NET20ENDERE

Twenty years expererience with verification and certification of
legal and sustainable forest management practices

Ta1—TIVOIVADER~EUTROEHIMNG *
Conducting due diligence - examples from EUTR ’ E/Erijqﬂj'?ggh THATIAERELT S _

Operating worldwide in cooperation with Rainforest Alliance
v 2013F8AHIDEUTRDE=AR T #
3]l

Recognized EUTR Monitoring Organization, August 2013

NEPCol\rT\
TR HE8

Monitoring Organisations

s MMNBERICKYRE
Recognised by the EU commission

« BEEBEAMEYTSATFI—UDOBRNTS-ODT2—T
oIV R DRATLDBEICBVTHAAR (FXE)EXE
Assists importers (operators) in establishing a due diligence system to exclude & dﬂ * H ﬁﬂ“
illegal harvested wood from the supply chain.

¢ FA—FUSTVR-DRT LEBGISFIAL TSN IR

Verify the proper use of the due diligence system. E UTR

NEPCo\rT\

o (DDYRTLEMIZEITS)EXR, HLLFRYREINSHKKI P
SNTIE BRI EHT L EBIATHEES ERFIEDLEaL—
Take appropriate action in the event of failure, incl. notify authorities in case of Review of requirements

significant or repeated failures
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EUICKDTES:

EU Definition:

r@%ﬁ?/-/:é’f"’éﬁf'&(i LR EDERAIC
DERFESNI-CLEEKRT S, |

“IegaIIy harvested means harvested in accordance with the
applicable legislation in the country of harvest”

NEPCu%

Eiﬁ&li ? Whatis “illegal™?

EUIZCKABTEEE Eu definition
NEEICEFEINLE, RIEEOBEREICERLTERESN-CLE
BERKY 5
"Timber harvested in contravention of applicable laws and regulations”
BREOER XL
Applicable legislation in country of harvest:
o REBICEDENEIN-HERNTRAMERIRT HHEF 1
Legal right to harvest 1
o AMEBRIZREOLNIMEEED. KIFESLUAH
IS HHREZILL
Taxes/fees linked to harvesting
o AMBREEER (KM EREERBERLTVSHME
BOEYZHREREEZETRE -FHELED)
Compliance with timber harvesting laws
o AMERICKYEEEZZITS. FIABSIUMAEICHE
TEHE=EDEMETR
Respect for third parties’ tenure/use rights

o MENSFICEETIMISIUVE
Relevant trade and customs rules

HEPCOK;I\

HMEhoTLNADMN?

Who's involved?

FRNER =

The European Commission

NEPCo\r‘I_\

A ._‘,_—_.H-—

BRESNTLSEH

Defining obligations

iﬁl% ($ *%) For Importers (Operators)

FAEIRMBRZETRICHE TS EEHLE

Placing on the market of illegally harvested timber or timber

1 BERICERERSN =AM E(RERBROARMIZB%E

products shall be prohibited

TR EUMBE (EHEF)
Monl_torl_ng Member states (Competent
Organisations Authorities)

EXR(BXRE-W5IXH)

Industry
(operators & traders)

Exercise due diligence through system and procedures

2 SRTFLEEHEEBLTT 2—FUS TV ADEE

Maintain and regularly evaluate the due diligence system

3 Fa—FUSIVREHRL., EYNI< T
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Supply chain
management is

key

NEPC(;\[\I\

Ta—TIVOIUR
Due Diligence

Get information about the supply chain

1 Y ISLFI—UIZDLVTOIEHEELED S

YRO%SMET S

Evaluate the risks of illegal harvested material entering the
supply chain

2 Y ITSAFI—UICA>TLDBEKICEBEIN-RED

3 BEShIURIEBHTS

Mitigate any Identified risk

10

NEPCol\n\\

ATYVIL: Y TSAFI—2I2D010VTHD
BEHREZRDHD

STEP 1: Get information about the supply
chain

1

NEPCo\n\\

TaA—TUCIV AV AT L
Due Diligence Systems

[REMSource
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H¥ELBDDI

Key challenge...

HRO—R%

Integrity of information

13
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¥ ELEHDIF

Key challenge...

5T - BER

Corruption

=
2 — | e

igh level of corruption
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CASE: Wenge
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tHhEE
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NEPCO%

BE ! \vpoRTANT!

DAROTEAAVNEBMIZERERDHSHC
EFOLLALTIFALLENA, TN Tt
DEBZTIHFARL

Collecting documentation must be done for the
purposes of the risk assessment and should not be
viewed as a self-standing requirement.
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U ZawﬁERisk specification
Y FS4FT—> 7T A—F A supply chain approachy ;.

1. ) FHEBLIREEICEET SRR
: ERDIRY
R Risk of legal violation in connection with the forest

FOREST management and harvesting operations.
ORIGIN

. HTSAFr— o RO EMEOME]-
ATYT2:YRHZEE WIS 2. ) BEHFBERHERDYRY (FT

STEP 2: ASSESSING AND RATING RISK 4I54 TAFI—VIRY)

Fr—>, Riskof legal violation during trade and transport
SUPPLY of the material throughout the supply chain (supply

CHAIN chain risks)
Y IS4 F—o TREREMMELS
N=) l I) Xo
cI:TXING Risk of illegal material mixed in, though the
supply chain (CoC risks)
18 19

N
NEPCon\
*Hwﬂﬁﬁ!ﬁmber value
1 2 3 4 5
! } | | |
_ 1 4 5
[5)
5 2
o 3 Medium | 1) 25
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'f‘/ F*:/TODSVLK SVLK in Indonesia
o EUEDIRATEHESINS=A, EUICK->TIERHLN TLVELY !

Developed in cooperation with EU — but NOT approved by EU!

o EUIZKAHHILR—FEAEEUEERRE

EURecent critical report and “fake” EU certificates

_ - - _ LAR—hTRUTFOREAEEHIN TS,
BFIZ LD EFAI I & kI iRE N

— - - - ~ its inception the SVLK standard was weakened repeatedly.
nf: - t 0) EIE EH '- 'i& bfd~ Ly . SVLKTHEAHRAIESHLTLANBELRHLN TS,

SVLK certifies operations which are not in compliance with

B

i SVLK Flawed :
An Independent Evaluation of
Indonesia’s Timber Legality
Certification System

Government export certificates can not various government egulations.
*  SVLKTREHGARETHIMEELROON TS, SVIK
p rOOf Ieg a I h a rvest certifies operations which are not sustainable.

o SVLKTREMN S DR - EFa s R ANRL 512
EMNBHBNTLVS, SVLK certifies operations which may
source illegally and/or unsustainably produced timber from other
companies.

*  SVLKTR&&- Bt DRXGREBOHHEEAR
HBN TS, SVLK certified companies had serious legality
and sustainability issues in their forestry operations.

+ SVLKTOBERDE=FE=HI T EEHTHEL, —
Independent monitoring of the SVLK process has not been

effective.
22 23

NEPCO% NEPCO%

ATY'{AS/Q.Z;@TLAS (KM &EMEEZE) /STIDC _ AN
o BEAMEFHESN TG NEPCONMFSCERVRVEHET OIS LLELIZ, HMHE
Legality not evaluated 5£E§qzmﬁ|:m Uﬂh—eb \6

o BIABRFIZDOWLWTOEREEAL NEPCon is working on forest legality assessments for 60 countries with
No requirement for imported material FSC - National Risk Assessment Programme

o CoCIZ&EfE?
CoC?

o BWMIYLIFHBELRTLEEET

No independent evaluation exists Global Forest Registry L €8 e\
Home Backaroundinfo Feedback and Input Team Support
* EUIC&oTRRHLNTLVEL
NOT approved by EU WELCOME TO THE FSC GLOBAL FOREST REGISTRY! UPDATES
This Registry is your free source of information on the risk of sourcing controversial timber Cofruption perception index 2012
throughout the world Mew figures for the Corruption

nnnnnnnnnnnnnnnnnnnnnnnnnnnnnnn

http://www.globalforestregistry.org/
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NEPConEAIFHETO 71l

NEPCon Country profiles
http://www.nepcon.net/forestry-risk-profiles
E- L NIILOYRVFHEIZED e
E ARz R4t e

Provide country specific information relevant for 5

risk assessment at country/region level r ~
=

ATYT3 HESNEURIERNT S

STEP 3: Mitigate the identified risk

27

AN AN
NEPCon\ NEPCon\
H#%@;ﬁwﬁﬂ Operators’ obligations in detail
YR TaRIZIFNNOIDEFHHNH D DRIEEHM  Risk mitigation
Risk assessment process can take different paths o URHINTEETEL BE  EHMDF-HDORELEE
%)L.Z‘gﬁvi)%) Where risks are not “negligible”, mitigating
l)xgliﬁ[-}-%héb\ ? "j'7°5’f)(’—§ ?ctlon must be taken
Can the risk be avoided? _ =22 d E*Rﬁil:'i: Options include:
. Repl li - YIS/ Vv —LIBALTRMKRIZEER
'JZ7EJ&H’% eprace suppuer Agree mitigationmjactions in collaboration with suppliers
Avoid risk by... DM ERET S - YISV —OY TS FI—1 RIS B
Source certified MOXEZLRDHD .
BEINF=URY material Collect additional documentation about supplier, supply

Risk identified

chain or forest operation
- BISM VY — BNRIRAEEEEET D
YROI%EHETET S BER%EMTS Conduct supplier or forest verification audits
Specify risk Mitigate cause - HTS5A4¥—%E %% Replace supplier
- PRI -REEMERET D

28 Source certified or verified material 29
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PEIEREB MDD TS5 DRRE

SOURCING OAK FROM NE CHINA

EHIWRE

Case Study

31

:F' .dtﬁ%b‘b@f7#®mi50urcmg Oak Products from NE China
hEYRY-TATPLILDBEE  summary profile of China Risks
1 E‘féﬁ' ':P'ﬂi UZ7 Home-grown material: Moderate-low risk
. MAMEBYRVER, 8% &RT (AL 7) [REH
EOHEL Imported Material: Main risk factor for tropical & temperate (Russia) hardwood

A

FOREST ORIGIN

%ﬁﬁrﬁﬁ BAGAEDEREE — Z2<DHE. B ADBEORR
2 . > Fra;deuIent practices in technical specifications & product descriptions — often at

import/export, to evade taxation.

YTS5A4Fz—
ZsuPPLY CAN [EIFE SETEDIR B (&Y TS FT— TR
Mixing of similar/same species is common in supply chains
- OY7DFSERELRE, EUKEEDSTSDES
Russian oak mixed with oak of N.E. China, E.U. & U.S. origin
BE B -TBRALYTSAFI—> Complex and opague supply chains:
MIXING - BRORAEE (EE-BA)

numerous forest sources (domestic and imported)

- ZROWMEIEE. ARVAHE, PEA

multiple traders, spot markets and middle men

- BEEREBEMOEAEALK

High degree of contamination with illegal harvested wood

NEPCOI\;I\

EF' .dtitﬁb\b0)+7ﬁwmi50urcmg Oak Products from NE China
ﬁﬁa) #ﬁéhf:*f7’749‘1—z Recent supply chain evaluated

- N

B2 Formsas B2 B2 B AH
(AR ARER) (P E) (R E??) (FE??) (av7)
A4 A4 y
> AMEEERE AMEEEE AMEEEE RMEEEE
BR(RE) H\(HE) F3(FE) +3(B27) )
{ D
st
(PE)
AXVADNFTEREFLUT D& ) | UK retailer considers:
SITEATNS: R « 95% of oak is from natural
s FTSMBNIETEME-EE forest in Jilin and
ST = P : . . .
gﬁogﬂpitiuﬂ)d)ﬁﬁﬂ‘* (£YZR) Heilongjiang (N.E. China)
7o e 5% from Russia
o 5%MOTE, 33

NEPCo\r‘I_\

q’.dtﬁqb‘b@f7ﬁ®ﬁi50urcmg 0Oak Products from NE China
MR : &I F5(Quercus mongolica)

Evaluation findings: Mongolian Oak ( Quercus mongolica)

1. HEEELHERTDICIRELET+5, BEROLT O (GRE) TS50

ﬂ'é'lijco Insufficient information in order to confirm Chinese origin. High probability
of (illegal) oak supply from Russian Far East.

2. mm'ﬁ@lméu:ﬁw'cﬁbbt\iDocument integrity in serious doubt:

- A TRTOEEN BN OMEETRTOEFELDOTEAL,
VALIDITY: not documents that all were valid and issued by the competent authority.

- T EEFERICRE. FED. FEHY
COMPLETENESS: missing, erroneous and conflicting information.

- BHEOBRMYE: Y T4 F—r 205 EL CGEAZSHELFEHOBZRN
AiBEBH RELATION TO MATERIAL: connection between the documents and the
material throughout supply chain was not clear.

3. AY7PDHITSAFI—DIERBEIIBHTEDLLL

Russian supply chain documentation highly suspect.
34
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:F' .dtiﬂﬂb\bw+7ﬂa)ﬁi50urcmg Oak Products from NE China

:EJZI 'JT?(EF ) o)ﬁEﬂﬂiﬁ Documentation on Mongolian Oak (China)

B #3144 Heilongjiang province
- BITSAF—U QIR EITREINT
BEITILII204FAANCEEMRTOEERFEETE
1 (o TRESIN TS HE TOHRKBITTEHLLY)
E# 4 Jillin province
— 20125 - 2013 F HITDRIRHFAIEDH A F, EBEA
ERICEZETEIMESIHITERM
— AFHEELHF AL TR TED =L, HBHRENS
HNIEWMBICESENE =
— EFAIEEDEARIEDEE X LER 1O o= FEgE
D, %@n‘F_Inl—t'ﬂfé?*L 6+70)E[iéb(» J\fd:<

NEPCu%

q’dti%“b‘%mfﬁﬁmeSourcing Oak Products from NE China
E2I1YF5(ASF7) DREA M IFDocumentation on Mongolian Oak (Russia)

O 7ERETETETS o
- TIOEREREEHE, IR—CBIZ20025%1T. 5 N
BRI FEMERH, TDROR—DTITERY =
LDEEHY, =

- ;@%‘Jilziaﬁként R: 30%1‘/7\/ 20%/ _’.‘

PR L BETO0%I=, SRR,

— FEEITHRIZTELRE. HAREN DA
RBIZESHNE,

— BEO—HIETHASL, 1

— DUV EMH R TS TIAFT—
LR (I X REA R A A RBINT

T 3. LT UFS51£201446 H24812AS T (=
o TILUMNENARBRENICEEINT)
R R
HEPCOH\ NEPCOH\

I:P itiﬂb‘%m*iﬁm%ESourcing Oak Products from NE China

YROBFIDT=DRIREL  some Risk Mitigation options

BROVTNoDEERMDI)AVENAEICOVWTIE, LELEE
BENFEHELTLS

Broad agreement exists on how to mitigate risk of illegal timber from the Ryssian Far
East 4

 BEMEACEIRFOERGEELRDDIL,
BEZIRMLTEDYICLENCE: TS5/ —ICBEH
AATZERZEL, BHIRAEZETL. +9HEEREL DT
DAT—IRILE—DBEERDHDBE,

2. FSCREBIENHILDEBATHL,

3. BRI, E=FICKDEE - RAT—IHRILET—DHE
5T, BT AEMMBIRATLEMIITSH L,

4. B¥SHRMMETL. BIELYTSAVY—DEERT
SEMAEHT EINERARNDILE,

5 &EMERRETEILVMES BROS 7EDLERM
FFEOTWAAREE D H I MDEATR(THT L,
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'H'754‘\"—k0)13§$ﬂ1 Collaboration with suppliers
o DDURTLERMICEEBELLTRAR
Fundamental and needed if the DDS shall succeed.
— KM DEFEMIZKYEL FHRELYEZ{EOTLS
Suppliers often have more information and closer contact to sources of
timber

o BETA—T a2 -3 %LD
Seek close and open communication
- BHEESZMRADIRTYTELTEA

Use of self-declarions is a step

- REZNEICEB. BENICETSIEREEEZEDD
but should include commitment, legality and documentation requirements in
purchase contracts

o HITSAFz—2%FRKIETSD Map supply chains

o BEROVRIDF vy TNELHIEEZRBLT, T34V —
ZN—hF—ELTHRER T, EDRBNEBET S

Develop the role of the supplier as a partner in addressing potential gaps in
information or risks 38
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Il\:lEEgagggléourZ: {’k)gjramﬁejung E*:E . U _73 )I«‘J—Za)iﬁ

Requirements: LegalSource standard

' - = - REXME —EUTREIFTIEAL
Requirements Services Global scope - NOT only EUTR 5 ~ 3

o EU, RE.F—RFUT7DEMRHIZEDL

Based on EU, US, and Australian regulations

. 2. 3

Due diligence Trainin 1) REF \YROBFZ(EZ =

Standard SYStem ] g * A)nnexguil@i}%s%sﬁessnzriﬁas*vqell aﬁsk nﬁiﬁion
: DD{R# o LITTEATES Applicable to
EEEY—IL DD failitation - BREETA—Sv—ORRELEE

Auditor tools Forest managers and Logging contractors £
H IS5 —iih - —R-ZRMIE
Supplier evaluation primary and secondary Processing
] - HfEEREI%®E Traders
AL T4 1 - EMHAZ#E Importers and exporters

Certification/MO

[
LiR—bOLGE
Report
templates

43
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NEKO%

|MPTHYHOO—FTEET
Free download
nepcon.ngt/legaIsource-dds-downIoad-center

BYHESTSNFES

EZIIE =~ -
NEPCO}I\\ i | | Skt o Thank yOU|
e T E—2—-I74ILT LY
Peter Feilberg
e LegalSource DDS Download Center LEET

FEREK

Executive Director

pf@nepcon.net | +45 40360866

{allthe

FSC-N001927 | PEFC/09-44-02 | Presentation © NEPCon

NNEPCon works to ensure responsible use of

_ : natural resources and secure sustainable

PN — livelihoods by transforming land-use, business
IR B practises and consumer behaviour.

Learn how 1o implement the system

St 3 bt o ey B Ligaiouns 000 trr®
vrerme - e e pr 3 e e,
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