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MINUTES of the Meeting of the FAIRMINED Standard Committee 
27th November 2013 

 
Documents circulated: 

 Power Point Presentation with proposed changes to the standard 

 
Duration: 
3 hours 

 
Members present: Felix Hruschka, Patrick Schein, Gommert Mes, Manuel Reinoso, Patience Singo 
Members apologies: Helcías Ayala, Federico Gamarra, Fiona Solomon, Cristina Echavarría 
ARM team members: Lina Villa, Marcin Piersiak, Kenneth Porter, Agostinho Almeida and María Villa 
Observers: Wilfred Hoerner –(Argor-Heraeus SA) 
 
 

1. Introduction and general remarks 
 
- The meeting agenda covers the market annex and market related proposed changes to the 

standard (chapter 5) 
- Brief outline of principal comments from the second round of consultation related to the market 

 
 

2. Online Commercial Platform Presentation 
 

The model seeks to address the barriers to market uptake that have been identified, make the system more 
flexible and maintain the credibility of the standard.  
 
The barriers that have been identified are: 

 
1. Barriers to large brands: 

a. Lack of established supply chains 
b. High transaction costs with full traceability 
c. Difficulty coordinating sourcing from multiple mines (communication is a major barrier) 

 
2. Barriers to exporting: 

d. Lack of working capital for miners to finance export of large volumes 
e. Lack of communication, business skills to negotiate with brands 
f. Key intermediaries still missing 

 
3. Premium up-front payment seen as a barrier for operators to trade FAIRMINED gold 

 
4. Certified gold production is being lost to local markets 

 
5. Smaller ASMOs being excluded from market opportunities 



 

 2 of 5 
 
The Alliance for Responsible Mining Foundation, Registered Charity Number: S0001168, Tax ID Number (N.I.T.): 900225197.  Company Reg. in Colombia 

Calle 32B Sur No 44ª-61, Envigado, Colombia, T: +(574) 332 47 11, www.communitymining.org 
 

 
To overcome barriers and increase market access 2 changes were proposed: 
 

1. Decoupling the gold exchange from the Premium payment, thus removing the premium and the 
development fee from the supply chain. 

 
2. Introduction of a third market model of “FAIRMINED certificates”. In this model the licensee is not 

required to physically incorporate the gold molecule into their supply chain, but the certified gold must 
be sold by the ASMO into a legal local or national supply chain (not necessarily that of a FAIRMINED 
authorized operator).  The certificate represents the amount of premium equivalent to the volume of 
FAIRMINED certified gold sold into the legal supply chain. The licensee buys the certificate once the 
ASMO proves the legal sale, and only then the premium is paid to the ASMO, meaning that premium 
and the development fee payments are decoupled from the payment for gold. In order for this model 
to work it needs a very robust information system to assure credibility.  

 
In the discussion that followed the presentation it was argued that this new model would attract more 
operators into the system, since many of them expressed that paying the premium upfront was too much of a 
financial risk. With the online platform the payment of the premium to the miners could be almost 
instantaneous, although it will not take place at the same time as the purchase of the gold.  
 
The counter argument was that decoupling the Premium payment from gold payment in the FAIRMINED 
Incorporated model is not adequate because it could give a disproportionate power to certain buyers and 
because of the risk of confusing people between the 2 models (incorporated and certificates). It was also 
commented that in the Incorporated model the premium could vary which could create problems for 
operationalizing the decoupling of the premium from the gold price payment.  Concerns were also raised 
regarding the possibility that the certificate scheme, which does not require the miner to engage directly with 
the refiner and supply chain, can cannibalize the 2 models of physical trace of gold.  
 
The committee agreed that it needed more time and more information to make a decision.  
 
DECISIONS: 

 ARM’s commercial team will draft a document specifying the rationale and alternatives proposed and 
send it to the standard committee, which will then provide feedback and their vote via email.  
 

 

3. FAIRMINED Premium 
 
With regards to the FAIRMINED premium the committee was asked whether the standard should differentiate 
premium levels for different metals and if so, what would the mechanism for setting the premium level for 
associated metals be. Another issue raised was the necessity of specific criteria for revision of the premium 
level (e.g. time, price fluctuations, stakeholders’ demands). 
 
During the consultation process comments were received that the current premium level for silver (10% of the 
spot market) was too low and not really an incentive for the miners.  It was also stated that the current market 
for FAIRMINED silver is not very big and that today there is an over supply of the metal in the market and that 
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most of it is sold at a discount. However, the market for FAIRMINED silver is made up of small jewelers that 
currently purchase 100% of the supply (between 3 and 4 kilos per month).  
 
It was suggested that the hybrid scheme be eliminate and that the premium should be solely based on 
volumes. With regards to the premium for platinum it was suggested that ARM should consult with Oro Verde, 
which is the only initiative that is currently selling FAIRMINED platinum.   
 
DECISIONS: 

 Make the silver premium volume based premium in the range of 100 to 150 USD per kilo 
 
 

4. Differentiation of actors in the supply chain 
 

With regards to the actors that participate in the FAIRMINED supply chain the committee was presented with 2 
questions: 

 To change the wording from FAIRMINED “certified” to FAIRMINED “authorized” operators, since the 
standard is not intended to certify good practices along the supply chain, but rather authorize them to 
trade gold responsibly extracted by certified ASMOs.  

 To distinguish “the first authorized buyer” as a separate category of an operator who must comply with 
the requirements of Chapter 5 of the Standard.  

 
With regards to the first proposal it was asked if this had any implications for compliance and auditing 
purposes. None were identified.  
 
With regards to the second proposal it was commented that by requiring the first buyers to be authorized we 
are providing assurance of traceability to the final customer and an additional reputational protection for the 
system. It was stated that with regards to the certificates model many actors might have concerns regarding 
the reputational risks involved.  
 
The committee distinguished between the physical supply chain models (Incorporated and Labeled), in which 
the buyer must be authorized and audited, and the certificate model where the buyer may be any entity that is 
legally permitted to commercialize gold. To support the latter, comments expressed that mines are certified 
every year and they have to show invoices that support their commercial activity; this should be enough to 
verify the actions of the first buyer in the case of Certificates model, where physical traceability within the 
supply chain is not important. The standard should only require that buyers are legal (which is verified via 
invoices, bills of transportation and bills of delivery) and that they pay the right price. In the case of the 
certificates model, we would be asking buyers to adhere to a system that they do not want to adhere to.   
 
DECISIONS: 

 In the case of the FAIRMINED Incorporated and Labeled models, the scope of the FAIRMINED standard 
covers the certified ASMO and the first authorized buyer, who must to comply with its requirements 

 For FAIRMINED certificates model the only requirement is that the buyer is a legal market player.  
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5. FAIRMINED Premium negotiation 
 

With regards to the premium negotiations the committee was asked if the standard should keep the 18Kilo as a 
threshold for the buyers rather than for the ASMOs and to eliminate the condition that the transaction must be 
between 1 ASMO and 1 buyer. 
 
It was argued that the 18kilo limitation would reduce opportunities for smaller ASMOs to participate in larger 
deals. For large volumes it was proposed that ARM negotiates the premium on behalf of the miners, with the 
ASMO always having the last word on whether they accept the price or not. Additionally a scaling system was 
proposed to ensure the fair distribution of the premium, maximizing high premium sales for small ASMOs and 
having the large ASMOs absorb the premium discounts that emerge from the negotiations. It was stated that 
this proposal would also reduce the risk of a trader using loopholes to buy wholesale with lower premium and 
reselling to individual customers.  
 
However, a concern was voiced that ARM might be exceeding its mandate by acting on behalf of the miners, 
and risking disempowering the miners in their commercial role, contrary to the intent of the Standard. ARM’s 
role should be restricted to facilitating the negotiations between the miners and the buyers, recognizing there 
are major obstacles in having the miners negotiating directly with brands. In order to protect the smaller 
ASMOs it was proposed that the FAIRMINED Certificates model prioritizes the gold from the small ASMOs; once 
the certificates equivalent to their sold production were allocated, then the system could move on to the gold 
from the larger ASMOs. It was observed that the small ASMOs represent less then 24% of the FAIRMINED 
volumes and that the volume supplied by the three smaller mines in the system in a year will still not be 
enough to cover the demand of big brands.  
 
The proposal of FAIRMINED certificates was seen as a solution for small ASMOs for which exporting is not cost-
efficient (for example Bolivia) and those that don’t have access to the physical FAIRMINED supply chain 
(Mongolia and Africa). However, concerns were raised regarding the risks of putting all bets on the certificates 
systems, and members were assured that this is just an additional model and that the market would define 
how successful it can be. Furthermore, it is still necessary to determine how can barriers for small ASMOs be 
removed along the lines of the conventional physical FAIRMINED supply chain, to ensure equitable distribution 
of FAIRMINED sales. 
 
DECISIONS: 

 This issue is connected to the pending decision on decoupling or not the payment for the gold from the 
payment of the premium, therefore it will also be included in the document that the commercial team 
will prepare and the committee will decide on it via email. 
 

6. Certificates Model and the Market Annex 
 

The last point on the agenda touched on the certificates model and whether it should be identified as a 3rd 
option in the market annex or whether it should be included in the standard under the Incorporating Supply 
chapter. It was decided that the certificate model should be presented as a separate model, in order to avoid 
“cannibalizing” the other 2 models and to be fully transparent to anybody who reads the standard. Finally, it 
was commented that the marketing tools needed to be 100% coincidental with the standard. 
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DECISIONS: 

 The certificates model will be incorporated into the FAIRMINED Market Annex as a separate, third 
market model. 


