




IshifnkuLBMAResponsibleGoldGmdanceComplianceReport

TheLBMAResponsibleGoldGuidancehasbeenestablishedfbrGoodDeliveryReEnerstoadopthigh

standardsofduediligenceinordertocombatsystematicorwidespreadabusesofhumanrights,to

avoidcontributingtoconflict, tocomplywithhighstandardsofanti-moneylaunderingand

combatingterroristfinancingpractice.

ThisreportsummarizeshowlshifUkuMetallndustryCo.,Ltd(hereinanerrefbrredtoaslshifUku)

hascompliedwiththerequirementsoftheLBMAResponsibleGoldGuidance.

Tablel:Refner'sdetails

Refner'sname:

Location:

Reportingyear-end:

DateofReport:

Seniormanagementresponsiblefbrthisreport:

IshialkuMetallnduStryCo.,Ltd.

3-20-7Uchikanda,Chiyoda-ku,Tbkyo,Japan

December31,2017

March30,2018

MotonariKomiya,Director

乞建穴
才
ワWshifIIEu'sEvaluation

Table2:Summaryofactivitiesundertakentodemonstratecompliance

Stepl:Establishstrongcompanymanagementsystems

ComplianceStatementwithRequirement:

WehavefilllycompliedwithStepl:Establishstrongmanagementsystems.

Ishifilkuhasadoptedacompanypolicyregardingduediligencefbrsupplychainsofgold.

CommentsandDemonstrationofCompliance:

WeestablishedourPolicyonRawMaterialProcurement in2012andhavemadenecessary

modificationstobeconsistentwiththemodelsetoutintheAnnexlloftheOECDDueDiligence

Guidance. Thissetsoutourresponsibilitytosetup, implementandmonitorour internal

managementsystemtoavoidcontributingtoterroristfinancing,humanrightsabusesandmoney

launderingonrawmaterialprocurement.Itwasnotrevisedin2017.

Ishifilkuhassetupaninternalmanagementstructuretosupportsupplychainduediligence.

CommentsandDemonstrationofCompliance:

Aninternalmanagement systemwassetup in2012todefine thegovernance, rolesand

responsibilities, communicationandseniormanagementreviewaspertheadoptedpolicybThe

complianceofficerisassignedtomanagetheprocess,andhasadirectlineofreportingtothesenior

management.Membershomprocurement,salesandproductionmakeupaconflictmineralsteam,

whichplaysasupportingroleinourinternalmanagementstructure.Educationandtrainingare

providedeveryyeartoemployeeswhoareinvolvedinthepurchasingandhandlingofgold-bearing

materialsinordertoraisetheirawarenessfbrourresponsibilityfbrthegoldsupplychain.

Ishifilkuhasestablishedastronginternalsystemofduediligence,controlsandtransparencyover



goldsupplychain,includingtraceabilityandidentificationofothersupplychainactors.

CommentsandDemonstrationofCompliance:

Ishialkuhasarobustgold･bearingmaterialsreceiptsprocess・Specifcdocumentsmustbereceived

andtransactionaldetailsenteredbefbreweprocessthegold-bearingmaterial.Eachlotreceivedis

accuratelyregisteredinourtransactionalsystem.Weevaluateoursuppliersateachdepartment

thatisengagedintheprocurementofgold-bearingmaterials.

Ishiflkuhasstrengthenedcompanyengagementwithgoldsupplyingcounterparties,andwhere

possible,assistedgoldsupplyingcounterpartiesinbuildingduediligencecapabilities.

CommentsandDemonstrationofCompliance:

Wesentaletterofnotifcationonourpolicytoournewsuppliersin2017andrequestedthemto

cooperatewithusinConflictFreeSystemandaskedthemtoadoptasimilarpolicyasours・Forour

retailcustomers,weaskthemtoreadandagreetoourprocurementpolicybehreanytransactions

aremade.

Ishifilkuhasestabhshedacompany-widecommunicationmechanismtopromotebroad･based

employeeparticipationandriskidentifcationtomanagement.

CommentsandDemonstrationofCompliance:

Wehavedevelopedamechanismallowingemployeestovoiceconcernsovergoldsupplychainrisk

InternalreportingmailboxhasbeenestablishedwhichisreviewedbythecomplianceofEcer.

Step2:Identibrandassessrisksinthesupplychain

ComplianceStatementwithRequirement:

WehavecompliedfilllywithStep2:Identibrandassessrisksinthesupplychain.

Ishifilkuhasaprocesstoidentinrrisksinthesupplychain.

CommentsandDemonstrationofCompliance:

Wemadeclearerthecriteriafbrdetermininghigh-riskareasassociatedwithoursupplychainwithin

ourmanagementregulationsin2016・Bydoingso,weareabletobettermonitorandmanagethe

high-riskareas.Foreverygold-bearingmaterialssupplier,wehaveestablishedaclientdatabaseand

evaluatetherisklevelaccordingtointernalassessmentcriteria.Weshanimmediatelysuspendits

materialprocurementifthetransactionwithcounterpartyisdeemedtobehigh-riskinthegold

supplychain.

Ishifilkuassessrisksinlightofthestandardsoftheirduediligencesystem.

CommentsandDemonstrationofCompliance:

Weassessrisksthereofbasedonreportsbyareliable,independentresearchinstituteand

infbrmationgivenbythepersoninchargeofcounterpartyblnordertoensurethatgold-bearing

materialscomehomlegitimate,ethicalsource,andthattheyhavenotbeenassociatedwithmoney

laundering,weassessrisksinvolvedinthepurchaseofgold-bearingmaterials(exceptfbrthose

purchasedoverthecounter)basedonpublicdomaininfbrmation,reportsobtainedbFomareliable,

independentresearchinstitute,etc.Wealsoengageinover-the-counterpurchasesofgold･bearing



materialsfromthegeneralpublicandunderstandthatitneedscautioustreatment.Hence,we

collectcustomerinfbrmationinwritingatthetimeofpurchasetoimplementpersonalidentiacation.

TheActonPreventionofTYansfbrofCriminalProceedswasamendedandimplementedin2016.

Ourriskmanagementintheover-the-counterpurchasewasfilrtherstrengthenedinresponsetothe

tightenedregulationsin2016.

Anthegold-bearingmaterialsdeliveredshallbeweighedandidentifedwiththetransactional

detailssharedwithprocuringdepartment・Incaseanydiscrepancyisfbund,suchmaterialsshallbe

rejected.

Ishifilkureportsriskassessmenttotheseniormanagement.

CommentsandDemonstrationofCompliance:

ThecomplianceoHicerjbasedonourmonitoringactivities,reportsbiannuallytheresultsofthe

implementationofourmanagementsystemtotheseniormanagement・Theseniormanagement

retainstheultimatecontrolandresponsibilityfbrthegoldsupplychain.

Step3:Designandimplementamanagementsystemtorespondtoidentifiedrisks

ComphanceStatementwithRequirement:

WehavefUnycompliedwithStep3:Designandimplementamanagementsystemtorespondto

identifedrisks.

Ishifilkudevisedastrategyfbrriskmanagementofanidentifiedriskbyeither(i)mitigationofthe

riskwhile continuingto trade, (ii)mitigationoftheriskwhile suspendingtradeor (iii)

disengagementhomtherisk.

CommentsandDemonstrationofCompliance:

Wehaveastrategytorespondtotheidentifedrisk.Weassessgold-bearingmaterialsandtheir

suppliers・ Ifitisdiscoveredthatthereisapossibilityofprocuringrawmateria1shomhigh-risk

suppliers,riskmitigationshallbeundertaken,andincaseitisimp9ssibletomitigaterisk, the

transactionshallbesuspendedorhalteddependingontherisklevel.

1fwearetoresumesuchatransaction,itisnecessarytoacquireadditionalinfbrmationordatathat

negatehigh-riskfactorsthroughasitevisit.Thetransactionshallonlyberesumedaaerhaving

approvaloftheComplianceOfcer.

Whereamanagementstrategyofriskmitigationisundertaken,itshouldincludemeasureablesteps

tobetakenandachieved,monitoringofperfbrmance,periodicreassessmentofriskandregular

reportingtodesignatedseniormanagement.

CommentsandDemonstrationofCompliance:

WedidnotidentiSranyriSksthatwouldfanundermoneylaundering,terroristanancing,human

rightsabusesinoursupplychainduring2017.

Step4:Arrangefbranindependentthird-partyauditofthesupplychainduediligence

ComplianceStatementwithRequirement:

WehavefilllycompliedwithStep4:Arrangefbranindependentthird-partyauditofthesupply

chainduediligence.



CommentsandDemonstrationofCompliance:

IshifilkuengagedtheservicesoftheassuranceproviderKPMGAZSASustainabilityCo.,Ltd.,and

theirindependentlimitedaSsurancereportisattachedhereto.

TheassurancereportisalsoavailableonourwebsiteatthefbllowingURL.

http:"www・iShinlku CO､1p/enRlish/about/index､html

Step5:Reportonsupplychainduediligence

ComphanceStatementwithRequirement:

WehaveflllycompliedwithStep5:Reportonsupplychainduediligence.

Comments:

ThiscompliancereportandourPolicyonRawMaterialProcurementareavailableonourwebsite.

http:"www・ishiflku CO.ip/en lish/about/index・html

Thble3:Managementconclusion

IstheReEnerincompliancewiththerequirementsoftheLBMAResponsibleGoldGuidancefbrthe

reportingperiod？

Yes.

Inconclusion, Ishifilkuimplementedeffbctivemanagementsystems,procedures,processesand

practicestoconfbrmtotherequirementsoftheLBMAResponsibleGoldGuidance,asexplained

aboveinTable2,fbrthereportingyearended31December2017.

Ishifilkuiscommittedtocontinuousimprovement,andanycorrectiveactionsidentifedshanbe

monitoredinternamyonaregularbasis.

Table4:Otherreportcomments

IfusersofthisreportwishtoprovideanyfbedbacktolshifUkuwithrespecttothisreport,theycan

sendanemailtothefbnowingemailaddress: shizaiCifk.co.jp
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