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Beneficiaries within host countries W 12% $4,650m

Government
Local suppliers of goods and services are the biggest recipients B 71% $26,358m
of host country investment, accounting for /1% of in-country Suppliers

expenditure of $37,402m. B 17% $6,394m

People & communities

FIGURE 1: BREAKDOWN OF HOST COUNTRY SPENDING BY WORLD GOLD COUNCIL MEMBER
COMPANIES IN 2013

(Reprinted from: World Gold Council, 2013, Responsible gold mining and value distribution: 2013 report and Responsible
gold mining and value distribution, 2013 data: A global assessment of the economic value created and distributed by
members of the World Gold Council)
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If we have a common way of reporting on tax payments, energy
use, and other major outcomes of mining, why do we not report
In the same way for the single largest economic impact?
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Where it started:. Scorecards push companies

2013 Global Mining Industry Local Procurement Public Reporting Data
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1. Mention of Local Procurement
2. Local Procurement
“When Possible ”

3. Local Procurement Policy
4. Local Procurement Program(s)
5. Local Procurement Definition
6. Supplier Conduct
7. Local Procurement Figures
8. Local Procurement
Disaggregated Figures
9. Local Procurement Percentage
10. Local Procurement
Disaggregated Percentage
12. EC6 (G3) or EC9 (G4)

CSR

1 Agrium Report v v
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2 Barrick Gold N N v v v v v v Y
Report
Suncor (oil CSR 7 v v v v v v NA NA 7 v
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Potash Corp. of CSR
6 Saskatchewan Report o i o o ¥ R
Canadian Oil CSR
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First Quantum CSR
10 Minerals Report & . v i ¥ Rk
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Objectives

A Improve internal management in mining companies to create more
benefits for host countries and to strengthen their social licence to
operate.

A Empower suppliers, host governments, and other stakeholders with
practical information that will help them collaborate with mine sites.

A Increase transparency in the procurement process to deter problematic
practices, such as corruption.
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Sample disclosures (Select LPRM-28Quired)

LPRM 200: Procurement systems DISCLOSURE 202: ACCOUNTABILITY ON LOCAL SUPPLIERS
These disclosures focus on processes related to local procurement ~ The reporting organisation shall report the name of the mine site
and require companies to report on policies and systems that department(s) responsible for local procurement.

support procurement from local suppliers. For external actors, DISCLOSURE 203: MAJOR CONTRACTORS AND LOCAL

this information discloses the company priorities, procedures, and  SUPPLIERS

points of contact related to local procurement. The reporting organisation shall report if and how the mine site
requires major suppliers / major contractors at the mine site to
prioritize local suppliers. Explain how the company evaluates its
major suppliers / major contractors on their local procurement.

DISCLOSURE 201: POLICY ON LOCAL SUPPLIERS

The reporting organisation shall report the existence of any mine
site-specific local procurement policy and / or other company
policies or company standards that include local procurement.

Note: Major suppliers / major contractors can include engineering,

procurement, and construction management (EPCM) and / or
Note: Other company policies or standards could include, butare  engineering, procurement, and construction (EPC) firms, or other
not limited to, a supply chain policy, a stakeholder engagement major service providers.

policy, or a CSR policy.
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Sample disclosures (LPRM 3@€quired)

LPRM 300: Local procurement spending by category

These disclosures allow companies to measure and monitor how
much is being spent on local procurement from one reporting
period to the next. For external actors, this information provides

a better understanding of what the mining company buys, where
there are opportunities for potential and existing suppliers, and
supports an informed dialogue with the mine site regarding how to
increase local procurement.

DISCLOSURE 301: CATEGORISING SUPPLIERS
The reporting organisation shall report how the mine site
categorises suppliers based on:
» Geographic location, such as proximity to the site.
 Level of participation, including level of ownership and/
or employment by local individuals or particular groups
(Indigenous people, vulnerable groups, etc.).
» Level of value addition.

DISCLOSURE 302: BREAKDOWN OF PROCUREMENT SPEND
The reporting organisation shall report the breakdown of
procurement spend for each category of supplier provided in
Disclosure 301: Categorising suppliers, including international
suppliers. Reporting shall provide a breakdown by amount (in
relevant currency) and by percentage of total spend (see Note
1). In addition, if possible, reporting shall provide a breakdown of
spending by major spend families (see Note 2).

Note 1: The reporting organisation should report total
procurement spend as defined in the GRI 204-1 recommendations
(below). If another approach is used to define total procurement
spend, the reporting organisation shall detail this approach.

GRI 204-1: "When compiling the information specified in
Disclosure 204-1, the reporting organisation should calculate the
percentages based on invoices or commitments made during the
reporting period, i.e., using accruals accounting” (GRI, 2016).

Note 2: Reporting organisations should broadly define each spend
family provided, such as consumables, logistics, and construction
spending.



Total In Country

Spend Family “
Total Spend | Total Spend Tavgel Spend YTD, | Spend YTD,
Budget, m$ YTD, m$ mS mS

Construction $142
Fuel and Lubricants s$711 §$57 100% 100% $57 100% 100% §$57 $0.2 $00 0%
Fixed Plants & Equipment $729 S43 25% 14% S06 2% 0% S$00 $00 $00 0%

Logistics $275 $15 97% 99% S$15 --- $182 $10 63%
Mobile Equipment $1161 $50 98% 99% $50 --- $179 $05 11%
86%
99%

Repairs and Consumables $63.5 $50 73% $37 64% 48% $24 $65 S05 9%
Production Consumables $470 $20 91% s$18 -- - $200 $00 1%
Services $163.7 S$113 $124 S05 4%

_-------- =

2016 Oyu Tolgoi National Spend Report (Mongolia)
http://ot.mn/spend-report-en/
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FIGURE 3: POTENTIAL OF REPORTING TO INFORM DECISION-MAKING AND INCREASE
COLLABORATION BETWEEN SELECT LOCAL ACTORS
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Concluding Remarks

A If mining site report on their local procurement in accordance
with the LPRM; host country benefits will increase.

A The LPRM provides a template of best practice on both
reporting and local procurement management itself
preventing every actor from rereating the wheel to put
together systems

A Procurement likely to rise as corruption issue in coming years
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Twitter: @giz_gmbh
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