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Dodd-Frank Conflict Minerals 

When is the RCOI part of the Due Diligence? 

By Douglas Hileman, CRMA, CPEA, QEP, P.E. 

 

FAQ 18 posed the question of whether the Reasonable Country of Origin Inquiry is subject to the IPSA.  

The SEC confirmed that it is not.  DHC agrees, and notes that this was not stated or implied in the final 

rule.  However, some issuers may have commingled the RCOI with the due diligence.  DHC has provided 

a separate blog on all the FAQs posted by the SEC on April 7, 2014 at www.DFCMAudit.com.   

 

This information has been prepared by Douglas Hileman Consulting LLC (“DHC”) for general information purposes.  It does not 
constitute consulting services or advice.  DHC makes no representation or warranty (express or implied) with regard to its 

accuracy, completeness or timeliness.  Transmission, receipt, or acceptance of this information does not create a relationship 
with DHC.  Parties seeking advice should consult with counsel, consultants, or other suitable resources familiar with their 

particular facts and circumstances. 

 

DHC also believes there are scenarios when the RCOI will become subject to the IPSA.  Consider that the 

OECD Due Diligence Guidance for Responsible Supply Chains of Minerals from Conflict-Affected and High 

Risk Areas (“OECD DD Guidelines”) was adopted in May 2011 (first edition) – before the DFCM final rule 

– and revised in March 2013.   The OECD DD Guidelines outline a sequence of steps to identify risk 

factors, implement due diligence measures, report on progress, and continue efforts to mitigate risks. 

 

The SEC rule follows a different sequence of events, beginning with product applicability.  Due diligence 

is only required for minerals that could originate in the specified Covered Countries – not for all 3TG in 

every product manufactured, regardless of source.  For example, if an issuer knows that all of the tin in a 

particular product comes from a smelter in Chile that is located a short distance from a tin mine, the 

issuer can reasonably conclude that none of the tin in that product comes from a Covered Country.  It 

can forego additional conflict minerals due diligence on that tin.  Most downstream companies, 

however, are not sufficiently familiar with the supply chain of 3TG in their products to make RCOI 

determinations to reduce the scope of due diligence.  The Conflict Free Sourcing Initiative has emerged 

as a leading entity to develop criteria for conflict-free smelters, including the smelters’ risk mitigation 

practices for their supply chain back to the mine.  Many downstream companies have made it practice, 

if not official policy, to defer to the Conflict Free Smelter list as the sole indicator of whether a smelter 

(and the minerals it produces) are conflict-free or not [the London Bullion Market Association has a 

similar program for gold.  By adopting this policy, DHC suggests that issuers have effectively embedded 

the RCOI process into their OECD Due Diligence.  As the issuer describes these due diligence activities in 

a Conflict Minerals Report, this is within the Objective #2 of the IPSA.   

 

 

http://www.dfcmaudit.com/
http://www.conflictfreesourcing.org/
http://www.lbma.org.uk/responsible-gold
http://www.lbma.org.uk/responsible-gold
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FAQ 18 may have issuers scrambling to describe their RCOI in the Form SD – and not in the CMR – so as 

to establish a precedent and reduce the scope of the IPSA when it is required.  DHC suggests extreme 

caution on this approach.   

 If the issuer:   a) evaluated the country of origin of 3TG, and elected to remove products, 

components, or some portions of their supply chain from subsequent conflict minerals due 

diligence procedures; b) did this during the reporting year; and c) has suitable documentation of 

this – then the issuer may have sufficient basis to describe RCOI in the Form SD and not in the 

CMR.   

 If the issuer deferred to the CFS list as the sole determinant of DRC conflict-free status during 

the reporting period, then DHC suggests that the RCOI has been embedded into the due 

diligence process.   Since the term “RCOI” maps only to the SEC rule – and not OECD Diligence 

Guidelines – it may be acceptable to describe the issuer’s approach in the CMR without using 

the term “RCOI.”  

 

The inaugural CMR will cover the calendar year ending December 31, 2013.  DHC cautions against 

editing documents or records of what was done during the 2013 reporting period.  However, the due 

diligence process need not be static.  The RCOI process can change as well.  An issuer may have learned 

information about products, components, or minerals in their supply chain such that they can revise the 

RCOI process for the 2014 reporting year.  The issuer will have another opportunity to describe the 

design of the due diligence procedures, and the measured undertaken on or before May 31, 2015.   

 


