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Best Practices
in

Conflict 
Mineral

Compliance

Due to the demands of the SEC in tracking substances in a supply 
chain, now more than ever companies need to be able to specify 
the origins and character of a Bill of Materials — from parts to 
components to mixtures to chemical substances. 

How do you start implementing a program for managing such 
granular (and at times, obscure) supply chain data? 

Confl ict Mineral Compliance: 
10 Best Practices  

These ten guiding principles will help you set a foundation to 
properly communicate with suppliers: 

1. Establish the vision. The vision is this: the big picture goal is 
risk assessment and risk mitigation; risk assessment depends on 
getting the most reliable data possible from suppliers.

2. Get in-house executive buy-in. Communicate the vision (see 
#1). It’s not hard: schedule a half hour with C-level executives 
and VPs where you communicate the vision. Then ask — point 
blank — for their buy-in. If you don’t, nothing will happen. It’s 
critical to have upper management’s agreement that product 
risk assessment is a priority. 

Tip: to save yourself some time and cheerleading, talk with your 

In August 2012, the US Securities and Exchange Commission (SEC) 
announced its adoption of the “conflict mineral” rule; the rule 
is tucked inside the Dodd-Frank Wall Street Reform and Consumer 
Protection Act. This paper compliles 10 compliance best practices 
to clarify the climb to compliance. 
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this out if you have a lot of suppliers. The point is to 
put a human touch on it. Be sure suppliers understand 
how the new communication strategy benefi ts them. 
Benefi ts to them include eliminating duplicate data 
entry (saving them time and headaches), using  reli-
able data storage techniques, and compliance for all 
involved.

6. Decide which data you want to work with from your 
ERP, PLM and procurement software — as most compli-
ance software will “talk to” these systems.

7. Decide on specifi cations for a web-based portal so-
lution (Actio Material Disclosure is one). Here, sup-
pliers can enter chemical, mixture, raw material and 
BOM information. At least know loosely what your 
specs would be if you were to go the software route, 
because those specs will help you design a program. 

8. Find, update and 
freshen records about 
product and part ingre-
dients. This is key for 
measuring and commu-
nicating corporate-wide 
progress moving for-
ward.

9. Consider designing a program that collects data on 
tomorrow’s chemicals-of-concern as well as collecting 
data on known regulated substances, or design in the 
capability to expand as needed.

10. Verify supplier compliance equally with all suppli-
ers (don’t play favorites). Data integrity depends on 
consistency — and data integrity itself benefi ts both 
you and your suppliers.

Think “alliance” 
not 
“compliance” 
in supplier 
relations.

company’s marketing director or CMO. Marketers get 
excited about confl ict mineral compliance and simi-
lar programs because they tend to contain Corporate 
Social Responsibility (CSR) nuggets for use in promo-
tional campaigns. To your benefi t, marketing teams 
excel at championing an initiative — their enthusi-
asm can help secure budget and project lifespan. 

3. Automate processes. Clear, consistent commu-
nication with suppliers gets results. To this end, 
decide on a way to automate communication with 
suppliers. For instance, use an automated email pro-
gram (Constant Contact is one) that you can set in 
advance to contact suppliers every two weeks. Even 
a simple system like that is better than trying to re-
member who to phone or email, entering data by 
hand, collecting spreadsheets and tracking whether 
supplier X responded and what they said. Instead: 
automate, automate, automate. There is software 
specifi cally designed for this purpose.

4. Draft a plan to educate suppliers to clarify re-
quirements and unify goals. Tip: create a script to 
refer to. It will help you and your team stay on point 
during conversations.
 
5. Talk with suppliers. Set up an initial call to all 
suppliers. Have a short script prepared. You can hire 
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data storage and retrieval, supplier scorecarding, 
and compliance alerts. The software should also 
leverage the resulting Corporate Social Responsi-
bility (CSR) value for the company using it by al-
lowing for CSR reports.

Global environmental regulatory compliance — 
from   confl ict minerals to REACH, RoHS, WEEE 
and many others both local and global — remains 
a challenge for manufacturing companies. The 
hope is that this white paper will help readers 
realize that getting started is absolutely doable. 
Just do it. 

The Best Practices in this paper are arranged in a 
specifi c order. Whether you start now, or soon, or 
are overdue to start, start right. It’s better than 
starting over later because of not using these 
types of best practices the fi rst time. 

How to begin? Best Practice Number 1. When 
you’re done, then start Number 2. You’re on your 
way.

Reacting to the problem by tying 
together manual processes is a 
temporary solution at best, and a 
recipe for increasing supply chain 
risk at worst. 
LEIF ERIKSEN, SIMON JACOBSON

GARTNER

The Best Practices: Distilled

From years of experience, here are a few thoughts on 
how best to communicate with companies in your sup-
ply chain, whether global or not. 

It’s important to avoid overwhelming your suppliers 
with requests for information as you implement com-
munication programs for improved transparency and 
for SEC, EPA and other compliance purposes. Asking 
for too much too soon can cause unintended conse-
quences. One such consequence might be when an in-
timidated supplier “hides” data about an undesirable 
substance by “pushing” it back into the supply chain, 
only to have it pop up later in a context beyond your 
control. Instead, a gently tiered data gathering pro-
gram is recommended. This will avoid overwhelming 
supplier-partners with demands they cannot meet. 

Think “alliance,” not “compliance” when it comes 
to supply chain communication. This might be the #1 
best practice — and it didn’t even make the Top 10 list 
because it’s a vision more than an action.

There is such a thing as technology to automate sup-
plier data gathering. If pursuing that route, the soft-
ware — whether SaaS or boxed or developed in house 
— must be relational-database driven. 

Relational-database driven means the data is stored 
in many separate but customized tables all meaning-
fully linked together in one central data warehouse. 
There simply is no other way to keep track of so much 
data and keep it current, consistent and clean. An ex-
ample of this type of software is Material Disclosure 
software, recipient of Gartner’s “Cool Vendor” honor 
for 2012. You want supporting software to automate 
the communications with suppliers, data gathering, 
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Here, a company would not be deemed to have infl u-
ence over the manufacturing if it:
• Merely affi  xes its brand, marks, logo, or label to a 

generic product manufactured by a third party
• Just services, maintains, or repairs a product man-

ufactured by a 3rd party
• Just specifi es or negotiates contractual terms with 

a manufacturer that do not directly relate to the 
manufacturing of the product

These stated requirements apply to domestic and for-
eign issuers alike.  

An “issuer” in this case can be defi ned as an entity that 
puts an asset in the marketplace. 

Bright ideas:  “A system must 
handle email collaboration 
and workfl ow. “
YVES COLLETTE
StanleyBlack&Decker

More Information on 
the SEC Confl ict Mineral Rule 

The Dodd-Frank regulatory reform law itself directs 
the SEC to issue rules requiring certain companies to 
disclose their use of confl ict minerals that include 
tantalum, tin, gold, or tungsten if those minerals are 
“necessary to the functionality or production of a 
product” manufactured by those companies.  Compa-
nies are required to provide this disclosure on a new 
form to be fi led with the SEC called Form SD.

The rule itself applies to a company that uses any of 
the four designated minerals— gold, tin, tantalum or 
tungsten— if:
• The company fi les reports with the SEC under the 

Exchange Act, and
• The minerals are “necessary to the functional-

ity or production” of a product manufactured or 
contracted to be manufactured by the company 
(clarifi cation below) 

A Confl ict Minerals Report or CMR is required only if 
the reasonable inquiry indicates that the source may 
not be from scrap or recycled sources. A Confl ict Min-
erals Report or CMR will be fi led as part of a new SD 
form. The deadline for submitting the SD form is May 
31 of each year, with data from January to December  
of the preceding year reported. The fi rst report is due 
May 31, 2014 for data from January 2013-December 
2013. 

Contracting to Manufacture  

A company is “contracting to manufacture” a product if 
the company has some actual infl uence over the manu-
facturing of that product.  Determining whether that is 
so is based on assessments of facts and circumstances.  
Of note is the degree of infl uence the company exer-
cises over the product’s manufacturing.  
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What to Include in Reporting 

Under the fi nal confl ict minerals rule, companies that are 
required to fi le a Confl ict Minerals Report (CMR) would 
have to exercise due diligence on the source and chain 
of custody of their confl ict minerals.  The due diligence 
measures must conform to a nationally or internation-
ally recognized due diligence framework, such as the due 
diligence guidance approved by the Organization for Eco-
nomic Cooperation and Development (OECD).  

If “Confl ict Free”  If a company determines that its 
products are “DRC confl ict free” 
— meaning that the minerals may 
have originated from the covered 
countries but did not fi nance or 
benefi t armed groups — then the 
company must undertake the fol-
lowing audit and certifi cation re-
quirements:
• Obtain an independent pri-
vate sector audit of its CMR
• Certify that it obtained 
such an audit

• Include the audit report as part of the CMR
• Identify the auditor

If Not “Confl ict Free”  If a company’s products 
have not been found to be “DRC confl ict free,“ the com-
pany still must supply audit and certifi cation require-
ments, and in addition must describe the following in its 
Confl ict Minerals Report:
• Products manufactured or contracted to be manufac-

tured that haven’t been found “DRC confl ict free”
• Facilities used to process confl ict minerals in those 

products
• Country of origin of confl ict minerals in products
• Eff orts to determine the mine or location of origin 

with the greatest possible specifi city

How to Determine if Confl ict 
Minerals Originated in Coun-
tries of Concern

Under the fi nal rule, a company that uses any of the 
designated minerals would be required to conduct a 
reasonable country of origin inquiry. 

This inquiry must be performed “in good faith, and 
be reasonably designed to determine whether any of 
its minerals originated in the covered countries or are 
from scrap or recycled sources.” 

If the inquiry determines either of the following to 
be true, the company must disclose its determination 
and provide a brief description of the inquiry it un-
dertook and the results of the inquiry on a new form 
(Form SD) fi led with the SEC:
• The company knows that the minerals did not orig-

inate in the covered countries or are from scrap or 
recycled sources

• The company has no reason to believe the miner-
als may have originated in the covered countries 
and may not be from scrap or recycled sources

The company must also make its description publicly 
available on its Internet website and provide the In-
ternet address of that site in the Form SD.

If the inquiry otherwise determines both of the fol-
lowing to be true, the company must undertake “due 
diligence” on the source and chain of custody of its 
confl ict minerals and fi le a Confl ict Minerals Report as 
an exhibit to the Form SD:  
• The company has reason to believe that the min-

erals may have originated in covered countries
• The company knows or has reason to believe that 

the minerals may not be from scrap or recycled 
sources
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cycled or scrap sources, then it must undertake due 
diligence in accordance with the OECD Due Diligence 
Guidance (DDG), and get an audit of its Confl ict Min-
erals Report. Currently, gold is the only confl ict min-
eral with a nationally or internationally recognized 
due diligence framework for determining whether it 
is recycled or scrap. The framework is part of the 
OECD DDG.

Beyond Gold  

For the other three confl ict minerals besides gold, 
if a company cannot rea-
sonably conclude after its 
inquiry that its minerals 
are from recycled or scrap 
sources, until a due dili-
gence framework is devel-
oped, the company will be 
required to describe the due 
diligence measures it exer-
cised in determining that its 

confl ict minerals are from recycled or scrap sources 
in its Confl ict Minerals Report.  Such a company is 
not required to obtain an independent private sector 
audit regarding such confl ict minerals.  
  

Deadlines: The SEC Confl ict 
Mineral Filing Threshold 

Under the fi nal rule, the issuer would be required to 
provide the disclosure on the new Form SD.  All is-
suers will fi le for the same period — a calendar year 
— regardless of their fi scal year end. An “issuer” in 
this case can be defi ned as an entity that puts an asset 
in the marketplace. Companies would be required to 
fi le their fi rst specialized disclosure report on May 
31, 2014 (for the 2013 calendar year) and annually 
on May 31 for each calendar year thereafter.

For “DRC confl ict undeterminable” products, the com-
pany would not be required to obtain an independent 
private sector audit of the Confl ict Minerals Report re-
garding confl ict minerals in those products. 

DRC Confl ict Undeterminable  For a tempo-
rary two-year period (or four-year period for smaller 
reporting companies), if the company is unable to de-
termine whether the minerals in its products originated 
in the covered countries or fi nanced or benefi ted armed 
groups in those countries, then those products are con-
sidered “DRC confl ict undeterminable.” In this case, the 
company must describe the following in its Confl ict Min-
erals Report:
• Its products manufactured or contracted to be man-

ufactured that are “DRC confl ict undeterminable”
• The facilities used to process the confl ict minerals in 

those products, if known
• The country of origin of the confl ict minerals in 

those products, if known 
• The eff orts to determine the mine or location of ori-

gin with the greatest possible specifi city
• The steps it has taken or will take (if any) since the 

end of the period covered in its most recent CMR to 
mitigate the risk that its necessary confl ict minerals 
may benefi t armed groups, including any steps taken 
by the company to improve due diligence

Recycled/Scrap Due Diligence 

There are special rules governing the due diligence and 
Confl ict Minerals Report for minerals from recycled or 
scrap sources.  If a company’s confl ict minerals are de-
rived from recycled or scrap sources rather than from 
mined sources, the company’s products containing such 
minerals are in fact considered “DRC confl ict free.”

About Gold Sources  If a company cannot reason-
ably conclude after an inquiry that its gold is from re-
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What to Expect in Industry
Software Solutions

Chris Nowak, Director of Business Development at Actio, 
says that while enterprise resources planning (ERP) sys-
tems or product lifecycle management (PLM) solutions 
may contain materials or chemicals data, there is still a 
large gap for more specialized substance-level compli-
ance solutions.  

“Many companies have multiple locations and multiple 
enterprise systems with no process or system to handle 
product ingredient compliance centrally,” says Nowak, 
“so companies have to throw a lot of resources at the 
problem.  

“What a confl ict mineral solution should do,” he ex-
plains, “is allow companies to automate all compliance-
related communications throughout a company and supply 
chain, and bring that data into a central repository where 
it can be looked at, worked with, and reported on.”

Lowering the cost of compliance by automating commu-
nication with suppliers is a primary concern with confl ict 
minerals, but it’s also important to remember that the 
same IT foundation can help with other supplier relations 
and scorecarding in general, other compliance challenges 
like REACH, RoHS and TSCA, and even downstream cus-
tomer communication aspects.  

“It can be helpful to consult inde-
pendent technology reviews,” says 
Nowak, citing as an example the 
Environmental Leader 2013 Tech-
nology Reviews, available for down-
load at the Environmental Leader
website

Solution checklist
A compliance system, whether a technology application or 
a system of actions, must:

• Provide suppliers with easy-to-use communication 
mechanisms 

• Auto-compare product chemical makeup to latest 
regulatory lists

• Use centralized, database-driven technology that 
accepts raw material, supplier and regulatory infor-
mation from many sources

• Optimize a process that stimulates communication 
both upstream and downstream

• Protect proprietary data and trade secrets
• Automate, automate, automate — processes in mo-

tion should stay in motion unless you modify

Software should also provide:
• Meaningful risk assessment 
• Relatory compliance structure
• Compliance with hundreds of regulatory lists 

(REACH, RoHS, etc)
• Bill of materials (BOM) scrubbing and data consoli-

dation
• Ingredient data management
• Disclosure management, to the substance level
• Document management
• Declaration management
• Reporting
• Label making
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Appendix I: 
Confl ict Minerals - Key Background

Confl ict minerals are gold, tin, tungsten and tantalum 
that originate in certain “unstable” parts of the Dem-
ocratic Republic of the Congo (DRC) and from adjoin-
ing nations. The term “confl ict mineral” is defi ned in 
Section 1502(e)(4) of the Act as (A) columbite-tanta-
lite, also known as coltan (the metal ore from which 
tantalum is extracted); cassiterite (the metal ore 
from which tin is extracted); gold; wolframite (the 
metal ore from which tungsten is extracted); or their 
derivatives; or (B) any other mineral or its derivatives 
determined by the Secretary of State to be fi nancing 
confl ict in the Democratic Republic of the Congo or an 
adjoining country.  

What countries are implicated, e.g., which countries 
“adjoin” the DRC? The term “adjoining country” is 
defi ned in Section 1502(e)(1) of the Act as a country 
that shares an internationally recognized border with 
the DRC. At this time this includes Angola, Burundi, 
Central African Republic, the Republic of the Congo, 
Rwanda, South Sudan, Tanzania, Uganda, and Zam-
bia. In each country, the SEC confl ict minerals rule 
is only concerned with a relatively small percentage 
of specifi c mines and smelters. In fact, insiders have 
found that there are only roughly 600 smelters to be 
concerned with worldwide — and they don’t change 
much year to year. This is good news: it means that 
once you set up a program for compliance, there may 
be less maintenance than you expect.

For more information, 
visit the blog at 
www.actio.net

Email: contact@actio.net
Phone: +1 866 522 8102

Appendix II: 
Gartner, on Material Disclosure

“Most companies face an increasingly complicated 
set of product compliance activities created by an 
ever-expanding set of regulations, a more dispersed 
and complex supply chain, and growing demands from 
customers. Reacting to the problem by tying together 
manual processes is a temporary solution at best, and 
a recipe for increasing supply chain risk at worst. Us-
ing a third-party hosted solution to facilitate the pro-
cess solves two problems: It eliminates time-consum-
ing, non-value-added activity, and reduces the time 
to compliance. Suppliers gain as well by reducing the 
number of times they have to respond to the same or 
similar requests.

“Ultimately, the benefi ts received by all parties us-
ing a product compliance supply chain hub extend 
beyond the near-term effi  ciency and time gains. By 
aggregating a critical mass of product compliance 
and content information, the service off ers partici-
pants real-time access to a variety of information to 
support a broader view of product development and 
sustainability eff orts.

“Who Should Care: Any OEM, product owner or 
user of externally sourced materials that might be 
deemed a safety or environmental hazard based 
on designed usage should consider Actio’s Materi-
al Disclosure. Suppliers of the materials should also 
care because of the opportunity to avoid many one-
off  responses for individual customers.”
 
Source: The above is from a special report titled 
Gartner Cool Vendors in Manufacturing Operations, 
2012, from Gartner, Inc.
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