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Chapter 3

Governance of an ASM Mineral
Credits Scheme
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Actors in an ASM Mineral Credits Scheme

The governance of an ASM Mineral Credits scheme
should ensure credibility, consistent implementation,
ASM producer participation, positive impact and
financial transparency. As much as possible, this

requires multi-stakeholder representation and voice,
transparent and public reporting, as well as maintaining a
grievance mechanism as a safeguard to limit and remedy
unintended consequences.

The governance of the ASM Mineral Credits Scheme
should be aligned with internationally recognised
standards and guidance. The ISEAL Code of Good Practice
for Sustainability Systems is the most directly applicable
benchmark, providing a comprehensive framework on
scheme governance, stakeholder engagement, assurance,
and claims; specific alignment points are summarised at
the end of this section. Other key references include the
OECD Due Diligence Guidance for Responsible Business
Conduct, ILO conventions on labour rights, and ISO
standards on assurance and certification. As in other
commodity sectors, national and international regulations
should ultimately provide the overarching regulatory
framework for how book-and-claim mechanisms should
be set up, and which criteria and standards they should
adhere to on a meta level.?

3 Book and claim models already form an integral part of regulations
in other sectors, e.g. for renewable energy, GHG emissions,
deforestation (palm oil), etc.

He Il
IMPACTH

ALLIANCE FOR
FACILITY /\\\\ T

fairphone

Actor Role

Producer

ASM organisations producing minerals (and corresponding ESG/sustainability improvements) under the
scheme.

Coordinator /
Owner of the
Scheme

Body creating, supervising and managing the scheme and issuing the credits Also responsible for public
reporting. This can be the same as the producer, but is ideally a separate entity (e.g. an association or
foundation).

Platform

A platform, ideally digital, enables the creation / issuance, sale and retirement of the credits. This platform
should be under the institutional oversight of the Coordinator/Owner of the scheme but can be provided by a
separate entity.

Implementation
support & capacity
building

Organisation supporting the ASM organizations for on-boarding, training capacity building to participate in
the scheme. This can be the same as the coordinator / owner, but is ideally a separate entity to ensure an
element of supervision / monitoring.

Downstream Buyers

Downstream company purchasing ASM credits.

Verifier / Assurer

Entity or entities verifying or assuring one or several of the following:

« Creation/issuance, sale and retirement of credits

* ESG impact generated at the mine site through the certificate funds
» Correct use of claims by downstream buyers

This can be second-party or third-party assurance.

Regulators and
standard setters

Authorities defining the meta-level regulatory framework and criteria for book and claim models in mineral
supply chains.

Standard setters defining the underlying ASM standard for continuous improvement.
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The governance of an ASM Mineral Credits scheme should
ensure that there is a division of roles and checks and
balances integrated into the scheme. Some of the above
roles can be combined into one - however a separation of
functions and roles can prevent conflicts of interests and
ensure transparency and credibility. In particular, the roles
of standard setters, coordinator / owner of the scheme,
implementer and verifier / assurer should remain separate
or operationally siloed - with effective Conflict Of Interest
safeguarding and monitoring in place.
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A digital platform for the creation, issuance, sale

and retirement of credits can increase the scheme'’s
transparency and overall credibility for all actors involved,
and support automation and efficiency. The platform
should be overseen institutionally by the Coordinator or
Owner of the Scheme.

The governance structure of the ASM Credit Scheme
should define the following aspects:

e What type of entity creates and manages the system?
Independent non-profit, multi-stakeholder platform, or
industry-led governance?

® What governance model should be used?
Advisory board, oversight committee, or public-private
partnership?

e How are decisions made, and who decides on what?
In particular, who decides on how credit funds are
allocated?

ASM organisations, credit issuers, credit buyers,
independent impact committees, joint decision
making? (see also “Credit fund investment”)
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e How can stakeholder voice and participation be
formally guaranteed - especially of ASM organisations?|
E.g. participatory budgeting, voting rights? Are
workers considered? How are gender considerations
integrated?

e How will the development of the ASM Credit Scheme be
funded initially, and what is the business model? (See
also “Pricing and costs”)

e How can grievances regarding the scheme be raised,
monitored and addressed?

® How is the scheme periodically revised and updated,
who is responsible and based on what criteria?
This includes periodic monitoring of regulatory
developments, particularly when expanding to new
minerals, countries, or downstream sectors.

- Decision Point:

What governance structure will ensure credibility,
transparency, participation and positive impact?
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Considerations and trade offs when desighing
an ASM Mineral Credits Scheme

The governance design of an ASM Mineral Credits

Scheme involves a series of interlinked choices around
institutional form, decision rights, stakeholder voice, and
the mechanics that hold the Scheme accountable over
time. These choices cannot be made in isolation: the
institutional form constrains how stakeholder voice can be
guaranteed, and the funding model in turn shapes which
institutional forms are viable. The aim of this section is to
illuminate the trade-offs across these choices rather than
prescribe a single structure.

Institutional form and host arrangement

Three broad models exist for the entity that creates and

owns the Scheme:

1. Independent non-profit dedicated to the Scheme.
Offers the strongest perception of arms-length
legitimacy, but carries the highest fixed-cost floor and
slowest start-up.

2. Multi-stakeholder platform jointly governed by
producers, buyers, civil society, and standard-setters.
Aligns most directly with OECD due diligence principles
and protects ASM voice in design, but governance can
be slow and the balance of power requires deliberate
safeguarding so that the best-resourced parties do not
dominate.

3. Industry-led governance hosted by a downstream
buyer coalition. Easiest to fund and fastest to launch,
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but raises real and perceived conflicts of interest that
can undermine credibility with regulators, civil society,
and producers themselves.

A second dimension, often underweighted, is whether
the Scheme is hosted within an existing organisation or
constituted as a standalone entity. Hosting reduces the
fixed-cost floor, since finance, compliance, governance
and management functions can be partially shared, and
allows a Scheme to reach operational viability at lower
transaction volumes. Standalone status confers full
governance independence but is typically only viable
once volumes and revenues sustain the overhead costs.
Several credible schemes in adjacent sectors, notably
the Fairtrade system’s separation of standard-setting
and assurance, have incubated within a host organisation
and spun out as scale was reached. For a Scheme in

its early stages, the question is therefore not only what
institutional form is desirable in steady state, but at
what point in the lifecycle the transition from hosted to
standalone should occur.

- Decision Point:
What institutional form best balances credibility, cost,
and speed of set-up, and is there a planned transition
path between hosted incubation and an independent
entity?
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Governing body and decision rights

Distinct from institutional form is the governing body that
exercises authority over the Scheme. Three patterns are
common:

1. Advisory board with consultative weight only. Light-
touch and inexpensive to convene, useful at pilot stage,
but accountability is weak: it is only as effective as the
executive that chooses to listen.

2. Oversight committee with formal decision-making
authority. Binds the Scheme to its decisions,
strengthening accountability, but requires clear terms
of reference, conflict-of-interest rules, and resourcing
for committee members. Without composition
safeguards it risks capture.

3. Public-private partnership embedding government
legitimacy. Brings regulatory alignment, increasingly
relevant as national and international regulators take a
position on book-and-claim mechanisms, but is slow to
constitute and dependent on sustained political will.

For Schemes operating across multiple mine sites or
countries, a federated structure is worth considering:

a global oversight body sets scheme-wide rules and
arbitrates cross-cutting decisions, while site or country-
level structures (notably the Fund Allocation Committee
discussed in Section 7) hold decision rights over

locally relevant matters. This places decision-making
authority close to those affected without fragmenting
standard-setting.

iz M



The interaction with fund allocation is critical. Where
decision rights over Credits funds are concerned, four
single-actor models exist in principle, but in practice none
of them performs well:

1. ASM organisations alone. Maximises producer
empowerment, but risks misalignment with the
underlying standard and capacity gaps.

2. Scheme owner alone. Risks paternalism and
undermines producer voice.

3. Downstream buyers. Introduces severe conflicts of
interest.

4.Independent impact committee alone. Risks
disconnection from realities at the mine site.

The pattern that performs best is stratified joint decision-
making: the Scheme defines investment categories

and rules in line with the underlying ASM standard (see
Section 4); site-level Fund Allocation Committees (FACs)
prioritise within those categories; and an overarching
governing body resolves cross-site or cross-mineral
allocation questions. This is the structure proposed in
Section 7.

- Decision Point:
What governing body structure ensures both
formal accountability and proximity to those affected,
and how are decision rights stratified between
Scheme-level rules and site-level priorities?
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Stakeholder voice and gender safeguards

Several mechanisms can be used to formally guarantee

stakeholder voice, particularly of ASM organisations and

workers, often in combination:

1. Voting rights and reserved seats on the governing
body, with minimum representation thresholds.
The most formal and most resilient to changes in
leadership. Constituencies (producers, buyers, civil
society, standard-setters) and voting weights need to
be defined with care, since one-vote-per-stakeholder
arithmetic can dilute ASM voice rather than protect it.

2. Participatory budgeting at site level (see Section 7).
Most powerful where directly affected stakeholders
allocate concrete spending, with the Fund Allocation
Committee being the working example. Harder to scale
to scheme-wide decisions.

3. Consultative roundtables and surveys. Lower cost
and lower formal weight. Valuable as a complement to
formal representation, but not a substitute for it.
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Capacity-building should be designed in alongside
representation. Reserved seats without sustained
capacity support produce tokenism rather than genuine
voice; budget for training, facilitation, and (where needed)
translation should be treated as an integral cost of
governance rather than an optional extra.

Gender safeguards work best when expressed as
concrete thresholds rather than aspirations. Existing pilots
have applied minimum representation rules of around
30% women on Fund Allocation Committees, paired

with a minimum proportion of fund spend earmarked

for activities benefiting women workers and community
members (See Section 7). Gender-disaggregated
reporting on participation and fund allocation closes the
loop and allows the Scheme to demonstrate impact.

-> Decision Point:
Through what formal mechanisms is stakeholder
voice, particularly of ASM organisations, workers, and
women, guaranteed in Scheme governance, and how
is the capacity to exercise that voice supported?
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Funding the Scheme and business model

How the Scheme is funded materially shapes how it
can be governed. Several models, often combined, are
available:

1
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Donor or grant funding. Typically necessary in the
incubation phase, to absorb the costs of design,
onboarding, and platform development before credit
transaction volumes can carry them. The risk is failure
to transition to a self-sustaining model before grants
run out.

. Buyer pre-financing or membership fees. Aligns the

Scheme with downstream demand and accelerates
launch, but introduces governance dependency on
those buyers.

. Transaction-based assurance fee on the Credits

price (see Section 6). The prevailing target end-state
for self-sufficiency, but works only at sufficient volume
of credit sales, typically several years away for a
Scheme starting from pilot scale.

. Hybrid host-funded model, in which a host

organisation absorbs fixed costs through its own core
funding while transaction fees recover variable costs.
Shortens the path to viability, but ties governance to
the host's strategic priorities.

. Platform-shared model, in which multiple book-

and-claim Schemes share a digital and operational
backbone. Distributes fixed costs across Schemes and
is increasingly attractive as the book-and-claim space
matures, though it requires governance alignment with
the platform host.
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The business model question is therefore not “which
one” but a sequenced one: what funding mix carries
the Scheme from incubation to break-even, and what
governance trade-offs does each phase carry?

- Decision Point:

What is the Scheme's business model across its
lifecycle, and how does the chosen funding mix shape
governance independence at each stage?

Grievance mechanisms

A credible grievance mechanism is a precondition for
legitimacy. Three structural choices exist:

1.

Internal grievance handler within the Scheme owner.
Cheapest, but lowest in credibility for affected parties:
the entity whose decisions are being grieved cannot be
the sole arbiter.

. Independent ombudsperson or grievance

committee. Resolves the credibility issue, but is
cost-intensive.

. Tiered system, with a site level (often through the FAC),

a Scheme level, and escalation to an independent body.
Most aligned with the UN Guiding Principles on Business
and Human Rights and the OECD Due Diligence
Guidance, and the most defensible from a downstream
buyer compliance perspective.
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Across any structure, four design features should be
treated as non-negotiable:

® Anonymous reporting channels.

e Whistleblower protections.

e Accessibility for ASM realities, including language,
literacy, and digital access at mine sites.

Public transparency on cases received and resolved.

Alignment with existing escalation routes, including OECD
National Contact Points and grievance mechanisms
operated by adjacent initiatives, should be considered
explicitly rather than left to chance.

-> Decision Point:
What tiered grievance structure provides credible
recourse for affected parties, and how is accessibility
ensured for ASM workers and communities?
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Periodic revision and regulatory alignment

A Scheme that does not revise itself ages out of

relevance. Two main approaches are available:

1. Fixed review cycle, for example every three years.
Offers predictability and budgetability, but can lag
behind regulatory or market changes.

2. Trigger-based revision, responsive to events such
as expansion to a new mineral or country, or material
regulatory change. More responsive, but harder to
resource.

The combined pattern, a regular cycle plus defined
triggers, is the most defensible.

Who governs revision matters as much as how often it
occurs. Consistent with the role-separation principle
established earlier in this section, revision is best held
by a body distinct from those operationally managing
the Scheme, such as a standards committee, multi-
stakeholder body, or independent technical advisory
group, to preserve credibility. Revision should encompass
not only the underlying standard but also governance
rules, fee structures, and the regulatory environment,
particularly when the Scheme expands to new minerals,
countries, or downstream sectors with their own
regulatory frameworks.

> datastake

-> Decision Point:
How is the Scheme periodically revised, and how is
responsibility for revision separated from operational
management to preserve credibility?*

4 We also recommend Schemes developers look into the ISEAL Code
of Good Practice for Sustainability Systems, which offers valuable
insights on how to structure scheme governance, touching on and
beyond the choices set out above. The Code is organised around
ten Credibility Principles (sustainability impacts, collaboration, value
creation, measurable progress, stakeholder engagement, transparency,
impartiality, reliability, truthfulness, and continual improvement) which
provide a useful structured check on Scheme governance design.
Beyond what is covered above, the Code addresses operational
governance elements that early-stage Schemes often under-specify,
including core policies on conflicts of interest, safeguarding, and
whistleblower protection; risk management; personnel competency;
contracts with implementing partners; transition periods for rule
changes; and a documented role in remediation.
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For ASM production to qualify for Credit generation, WHAT IS CRAFT?
eligibility needs to be clearly defined in relation to certain

sustainability or ESG attributes. This is best guaranteed
by defining an underlying standard or benchmark applied The Code of Risk-mitigation for ASM engaging in Formal Trade ‘
to the ASM organisations and producers of certificates. (CRAFT) is an open-source, progressive performance standard for
There are two options: artisanal and small-scale mineral producers, designed to enable
1. Credits are generated from production volumes ASM operations to enter formal supply chains in conformance with
once a high standard or benchmark has already the OECD Due Diligence Guidance for Responsible Supply Chains C
been achieved by the producer, rewarding them of Minerals from Conflict-Affected and High-Risk Areas. CRAFT is a C RA FT
for good practices already in place. An example process standard, not a product standard or certification scheme.
of this would be the Fairmined Standard: Once ASM
organisations have achieved certification by Fairmined, Maintained by: The Alliance for Responsible Mining (ARM), with development support
they can issue Fairmined credits. from RESOLVE, and initial funding from the European Partnership for Responsible Minerals
2. Credits are generated from production volumes (EPRM). Current version is CRAFT 2.1 (October 2024). The Code is released under a Creative
of ASM organisations that are on a continuous Commons CC BY-SA 4.0 licence, allowing free use and adaptation by any user.
improvement journey enabling and incentivising
measurable improvements on a step-by-step Commodity scope: Gold and associated precious metals (silver, platinum-group metals);
basis - ensuring a minimum benchmark at first and tin, tantalum, and tungsten (3T); cobalt; and coloured gemstones.
investment into achieving a certain higher standard
over time. An example of this are the cobalt credits, Geographic scope: Global, applicable in conflict-affected and high-risk areas (CAHRAs) as
where the ASM organisations adhere to minimum well as low-risk areas.
benchmarks and use the funds from credit sales to
invest into improving practices to come in line with Structure: CRAFT requirements are organised into five progressive modules:
higher standards.

1. Management system. Establishing the supply chain policy and internal management.

2. Legitimacy. Demonstrating the legitimacy of the ASM Mineral Producer.

3. Annex Il risks requiring immediate disengagement (pass/fail criteria).

4. Annex Il risks requiring disengagement after unsuccessful mitigation (pass/fail and
progress criteria).

5. Non-Annex Il high risks requiring continuous improvement (aspirational, progress-only
criteria).

Few ASM organisations have the means and the time to
invest in achieving a high standard immediately without
external funding. Therefore, a continuous improvement
standard is likely to be more suitable for an ASM
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s N N N N [
Certificate Scheme - especially if the goal is to scale Ll el ol sz salzellbe
. . . . Management Legitimacy Red lines Mitigation Improvement
improved practices in ASM more broadly and rapidly L ) U ) U ) U ) U
beyond the “lighthouse cases”.

Aspirational

An internationally recognised continuous improvement S continuous improvement
standard already exists for ASM: The CRAFT Code. Given
its mineral-agnostic design and alignment with the OECD Affiliate level
Due Diligence Guidance, the CRAFT Code is well suited to
apply to participating ASM organizations. The paragraphs Producers progress through Modules 1to 5; full Annex Il conformance is reached at Affiliate level.
below outline how an ASM Credits Scheme could
build on the CRAFT code as the underlying continuous
improvement standard.

-> Decision Point: Two levels of adherence:

e TN e LI ?r bghchmark shoul.d BE « Candidate. ASM Mineral Producer meets Modules 1 and 2 and demonstrates that no
used to represent the Sustainability or ESG attributes

¢ the ASM Credits? Module 3 risks are present. Buyers may engage conditionally.
of the redits?

 Affiliate. ASM Mineral Producer meets Modules 1to 4 and shows measurable progress on
Module 5 risks. Buyers may engage definitively.

Relationship to ASM Mineral Credits Schemes: Supply chain initiatives that incorporate or build on
CRAFT are referred to as CRAFT Schemes. An ASM Mineral Credits Scheme based on CRAFT (as
discussed throughout this guide) is one such CRAFT Scheme. Volume 3 of the CRAFT Code defines
guiding principles for CRAFT Schemes, including how they should support affiliated producers in risk
assessment, mitigation, and reporting.

Source: www.craftmines.org
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Minimum eligibility and onboarding of
ASM organisations

Compliance with the Modules |, I, and Ill of the CRAFT
Code should be considered minimum requirements for
ASM producers to participate in a ASM Credit Scheme.
These modules address the criteria for “immediate
disengagement” as per the OECD Due Diligence Guidance

for Responsible Supply Chains of Minerals from Conflict-
Affected and High-Risk Areas: Once these criteria are
met, downstream companies are allowed and encouraged
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to engage with these ASM producers - which provides the
minimum basis for issuance of ASM credits.

Determining compliance with CRAFT modules 1-3 can be
done through first-party or self-assessment at a pilot
stage, but should ultimately move to a second- or third
party assessment of the ASM organisation (e.g. by the
issuer, the supporting organisation or an independent
third party). Allowing producers to start with a structured
self-assessment (e.g. against CRAFT requirements),
combined with a risk-based pathway toward external
verification over time, can help lower entry barriers while
still maintaining credibility safeguards.

Other, additional minimum eligibility requirements may be
added by the ASM Credits Scheme. These requirements
should be developed in a process that ensures the voice
and participation of key stakeholders, in order to ensure
their credibility and legitimacy.

- Decision Point:
Are minimum eligibility criteria for ASM organisations in
line with Modules 1-3 of the CRAFT code sufficient, or
are additional requirements needed?

- Decision Point:
What type of verification is needed on the minimum
eligibility criteria? Can the scheme provide for a low
barrier of entry (self-assessment) and then move to
more stringent verification over time (second or third
party assessments)?

> datastake

To ensure the ASM Credits Scheme is set up for scale
and impact, a phased onboarding pathway for new
ASM organisations and sites should be defined, with
clear readiness steps, required documentation and
timebound support. The Scheme should also consider a
“pre-eligibility” track for ASM organisations and mines
working towards the minimum threshold, potentially
funded by a defined portion of the Credits funds (e.g. as
part of the admin fee or a separate donor pot; see also
“Pricing and costs”).

- Decision Point:
What is the on-boarding pathway for an ASM
organisation and mine site? Is it beneficial to establish
a "pre-eligibility” track for ASM organisations and mines
working towards the minimum threshold?
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Improvements against the standard

In a continuous-improvement based ASM Credits
Scheme, the funds created from credits sales should

be invested in, and lead to measurable improvement
against the underlying standard - for example the CRAFT
Code, i.e. the Modules 4-5 and commodity specific
requirements. This requires that the ASM Credits Scheme
ensures the following:

e Continuous Improvement Plans (CIP) against the
CRAFT Code (or other continuous improvement
standard) for participating ASM organisations and
sites need to be developed. The funds generated
from credits sales should be allocated to finance the
improvements in these CIPs.

® The pricing of the Credits need to reflect the
amount of investment needed to finance the CIPs
that lead to improvements against the CRAFT Code
Modules (or other continuous improvement standards).
One possible approach could be the introduction of a
defined “CRAFT Credit” which is priced appropriately to
support investments along the mine's pathway toward
full compliance with the CRAFT Code. See also “Costs
and Pricing”

® Periodic verification and assurance of the
participating ASM organisations and mines to verify
that they are indeed progressing against the CRAFT
Code (or other continuous improvement standard). See
also “Verification and assurance” below.

- Decision Point:
Are all elements in place to ensure the ASM Credits
Scheme leads to the goal of continuous improvement
against a credible underlying standard?
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Chapter 5

Credits creation, issuance,
selling and retiring
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The creation, issuance, selling and retiring of ASM
Certificates needs to be robust and credible to ensure
that:

e the ASM Credits represent a given volume of
materials produced with certain sustainability / ESG
attributes (in line with the underlying standard of the
ASM Credits Scheme), based on trustworthy and
verifiable documentation.

e unwarranted creation of Credits, double counting
or unwarranted reselling of claims related to
Credits is not possible. This includes ensuring that
the ESG / sustainability attributes are not claimed
twice. If for example a producer sells its mineral
production physically together with the sustainability
/ ESG attributes and claims, it cannot sell a virtual
representation (credit) of this same amount of
production. When a producer sells the virtual
representation (credit) of a certain amount of mineral
production with ESG / sustainability attributes, then
the physical amount needs to be sold into the market
without those attributes (i.e. the minerals flow into the
market without any sustainability / ESG claims for the
physical buyers).

This consists of a) registering mineral production volumes
at the participating ASM organisations and mine sites,
and b) the issuance, selling and retiring of the Certificates
through a digital platform.
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Mineral production registration

The production volumes of a participating ASM
organisation and mine site needs to be registered, as
this forms the basis of the Credits being issued by the
scheme. This requires:

e Establishing a production registration system
system at the mine site which documents the volumes
and concentration of minerals produced® and sold
onwards in the value chain. The Scheme needs to
define at what point these volumes are registered, and
how far the chain of custody on the mine site goes -
e.g. are volumes registered at the first point of sale, an
aggregation point, or directly at each pit/tunnel? This
may be determined by the point at which the most
credible documentation can be found / established. E.g.
the first point of sale will provide invoices and receipts;
the first aggregation point may provide documentation
collected by government authorities, etc. A robust chain
of custody system is also required to avoid “infiltration”
of material into the system that was produced at mine
sites outside the Scheme.

e Defining what documentation and proof points are
required at which stage: Proof of sale, such as invoices
or other legally recognized documentation of local or
domestic transactions, should be required to support

o

As mine sites produce ore, it is important to measure not just volumes
but also the concentration of minerals in the ore, or apply an average
concentration to the ore volumes.

the registration of each production volume entered into
the system. Such documentation must be submitted
and validated for all Credits issued.

Whether a paper-based or digital production
registration system is most appropriate in the
context: Paper-based, digital or blockchain type of
systems all have their advantages and disadvantages.
The most appropriate system (or a mix of them)
needs to be chosen for the given context - avoiding
prohibitively high barriers for ASM organisations to
participate while mitigating the risks of infiltration,
inaccurate reporting, or double counting.

- Decision Point:

What is the most appropriate production registration
system at the mine site? What documentation and
proof points are feasible, at which point, and how can
the system be improved over time?
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Certificate issuance, selling and retiring

The management of credits, including their issuance,

sale and retiring, should ideally be done through a digital
platform to ensure credibility, transparency and
scalability in the Scheme. Oversight and management

of this digital platform could be performed by one or
more credit scheme coordinators / owners . The credit
Scheme owners / coordinators should be responsible for
monitoring the correct registration/creation, stocking, sale
and retirement of certificates, as well as for ensuring the
integrity and proper functioning of the virtual system.

The goal of a credits platform is to provide a digital
registry of credits, to ensure that double counting or
unwanted reselling of credits is prevented. The platform
should ensure that all the required documentation and
proof points connected to credits creation/issuance,
selling and retiring are stored centrally, and can be
accessible to the different stakeholders in the Scheme
as well as verifiers and assurance providers (see also
“Verification and Assurance” below).

The Scheme needs to define clear rules and
documentation requirements for each step in the
platform, from issuance to stocking, to sale and
retirement. For this, the platform should implement a
dedicated credits ledger module that enforces unique
issuance IDs, proof-of-sale attachment, inventory
depletion, and irreversible retirement of certificates.
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Creation/issuance of credits should be based on
strict rules, e.g. only production volumes with verified or
validated documentation from the participating mining
organisations, and exclusion of production volumes

with inconsistent or insufficient evidence. As stated
above, Credits should only be generated for production
volumes that have been sold physically into the general
market without the right to claim the ESG/sustainability
attributes, in order to avoid double counting. The Scheme
should determine whether the credits from several

ASM producers , mine sites or regions could be pooled
together, or whether they should remain separate, with a

specific mine site “origin” that can be added to the Credit.

The platform should also provide an automated
reporting function with an overview of key metrics

to the Scheme participants (and potentially even to the
public). This should include the number and types of
credits available for sale, and the number of credits sold/
retired, and the improvements generated at the ASM
organisations and mine sites through the fund generated
by credits sales.

> datastake

- Decision Point:
What architecture and functions should the digital
registry of credits have to ensure credibility and
easy verification / assurance?

- Decision Point:
What are the specific rules relating to credits
creation/issuance, stocking / validity, sale, and
retirement? What documentation and proof
points are required for each step?

- Decision Point:
Which type of “users”, i.e. participants in the Scheme
or also the public, is able to access what type of
information in the platform?

- Decision Point:
What type of reporting or disclosure can/should
happen through the platform? What metrics need
to be defined, especially also in relation to the
improvements generated through the funds from
credits sales?

25



Chapter 6

Pricing and costs

THE  HE
faiphone  WhaCTE QO (3 dotastake % @



Credit Pricing

In principle, the pricing of the Credits needs to reflect
the following:

® |n practice, Credit pricing and incentive structures in a
Scheme may need to vary depending on the mineral,

e Considerations can also be given to increasing
attractiveness for buyers over time, e.g. an adapted

® an appropriate market incentive that incentivises
the production of additional materials with
the desired ESG/sustainability attributes
(“additionality®) - or in other words, an incentive for
additional producers generating additional volumes
under improved practices in line with the underlying
standards.

® the actual costs for ASM organisations and mine
sites to improve their practices to a level in line
with the underlying standard (i.e. CRAFT). This will be
different for different regions, minerals, and types of
extraction, and the Scheme may need to use averages
or proxies to determine this.

e affordability for buyers of the Credits, since the
purchasing of Credits in effect represents a premium
paid for ESG/Sustainability attributes.

o

A note on additionality: The pricing of the credits should provide

a market incentive for producers to increase their responsible
production; ideally leading to an increased % of responsibly produced
minerals overall. However, the growth of the overall % of certified/
responsible production is also closely linked to the growth in demand
(and therefore production) overall. Therefore, reducing overall

consumption and demand for primary/mined material is also required.

We consider this important, but to be addressed outside the scope
of the mineral credits mechanism (e.g. through increased circularity,
longevity, durability and repairability of products, reducing planned

obsolescence, reducing consumption, using recycled materials, etc).
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the extraction location and type, the production
capacity of a mine, and the capacity and willingness of
buyers to purchase Credits. In this context, a step-wise
approach to Credits pricing might be beneficial:

The initial and most simple approach (as applied in the
existing pilots), could be to determine Credits prices
based on a percentage of the average market-values
of the raw materials (for example: 10% of the average
global price for cobalt over the past 3 years).

An advanced approach could be to determine the
Credits price by the investments required by the
mine(s) on the pathway towards full compliance with
the CRAFT Code or other underlying standard, i.e. an
“Improvement Premium” or a “CRAFT Premium”.

This could over time also allow for the introduction
of tiered Credits pricing depending on the ESG/
sustainability attributes as measured against the
underlying standard (e.g., minimum eligibility vs
“improvement level 2" or “CRAFT level 4").

> datastake

pricing based on the amount of Credits purchased, or

an adapted split between admin fee (see below) and
amount provided to the mine. The Scheme could also
consider bundling Credits with a clearer buyer value
(e.g., verified reporting pack; third-party assurance
option; storytelling assets aligned to claims rules).

- Decision Point:
How should Credits pricing be structured to provide
a market incentive and cover costs of continuous
improvement, while ensuring affordability by buyers?

-> Decision Point:
Should the Scheme implement a step-wise approach,
using simple pricing methods at the beginning and
over time develop more sophisticated ones that will
increasingly serve the purpose of market incentive?
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Administrative cost considerations

The Credits pricing should not only contain the amount - Decision Point:

of funds that will be flowing back to the participating What is the business case for the Scheme?

ASM organisations and mine sites, but also the costs of What are the costs of designing and operating the

operating the Scheme, i.e. an administration fee. Scheme, and what type of administration fee needs
to be included in the Credits pricing to ensure the

The ASM Credits Scheme should evaluate the Scheme is financially self-sufficient in the long term?

administration fee based on a solid business case,
considering the following cost aspects of operating the
Scheme:

® Baselining against minimum eligibility, onboarding and
capacity-building of ASM organisations and mine sites
(including potentially costs of a “pre-eligibility track” for
mine sites).

® Costs of building and operating the digital registry and
platform, including transaction fees, administrative fees.

e Monitoring, verification and assurance/audit cost in
the Scheme, on several levels (creation, issuance, sale,
retirement of certificates, allocation and investment
of credit funds, continuous improvements at the mine
site, and buyer claims - see below “Verification and
assurance”

® Other reporting and communication costs
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Investment of Credits funds

The ASM Credits Scheme needs to determine rules for
how the funds generated through the Credits sales (apart
from the administration fee) can and should be invested
by the participating ASM organisations and mine sites.
This may be different for Schemes that are based on the
certification/achievement of a standard, versus Schemes
that are based on a continuous improvement standard
such as CRAFT (see above “Underlying ASM standard”).

For Schemes based on the certification/achievement
of a standard, the investment of certificate funds can
act as a reward for the producers for having achieved
the standard and as an incentive to continue to improve
further. This may imply less rules around the funds’
investment, e.g. the funds could also be invested in
broader community projects around the mine

For Schemes based on continuous improvement or
CRAFT, the funds should be invested in the journey
towards fuller compliance with the underlying standard.

In these cases, the rule may be that the investments have
to fund actions from the predetermined Corrective Action
Plans or Continuous Improvement Plans of the mine site. A
more broad approach could be to determine “investment
buckets” in line with the broad improvement categories
of the CRAFT code or underlying standard, within which
the investments have to fall in order to demonstrate
continuous improvement.

-> Decision Point:
What are the rules relating to the investment of the
funds generated through the Credits sale? What
can and can't the funds be used for, keeping in mind
their purpose of rewarding responsible production,
or continuous improvement towards responsible
production?
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Decision making on the investment of

Credits funds

ASM Credits Schemes provide an opportunity for
inclusion and participation of those directly affected
by social and environmental risks: the workers on the
mine sites and their communities. While the Scheme
should determine overarching rules for the investment
of Credits Funds, ASM organisations can and should be
involved in determining the priorities of where and how
the funds should be spent within that frame. This ensures
that priorities for improvement are also determined by
those directly affected, and not just by downstream
international stakeholders.

To enable this the ASM Credits Scheme should consider
establishing a Fund Allocation Committee (FAC)
within the participating ASM organisations and mine
sites. The purpose of the FAC is to propose and prioritise
investments (within the given frame of the underlying
standard). The FAC ideally comprises not just the ASM
organisation management, but also representatives
from different worker groups at the mine site, and
potentially members of the surrounding community or
relevant government agencies. Attention should be given
specially to gender aspects and vulnerable or otherwise
marginalised groups.

The Scheme should define minimum governance
expectations regarding FAC composition, decision-
making processes, and transparency. This includes
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voting rules, quorum requirements, rotation, gender
representation thresholds, conflict-of-interest
declarations.

The implementation of a FAC may require continuous

support and capacity building for the ASM Organisation.

An open and constructive dialogue with the ASM
organisations is necessary to provide targeted guidance,
training, and institutional support aimed at strengthening
inclusive and transparent decision-making processes. In
addition, simple transparency tools could be established
together with the ASM organisation and FAC, such

as meeting minutes, budget dashboards, community
feedback loops, and grievance pathways.

In an ASM Mineral Credits Scheme which encompasses
and bundles credits from several participating sites,

an overarching decision making structure could be
considered in addition to the FAC at each mine site (see
Section 3 on Governance). The Scheme would need to
define who participates in this overarching decision
making (ideally participation and representation from
the producers is considered), and what criteria are used
to distribute the funds. This could be based on volumes
produced only, but could also entail a certain cross-
subsidisation between bigger, more productive and
smaller, less productive mine sites.
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- Decision Point:

Who decides on the priorities for investment,
and how can the voice and participation of
directly affected or vulnerable stakeholders be
institutionalised?

- Decision Point:

How does a Fund Allocation Committee need to
be structured, and what minimum governance
expectations for the FAC does the Scheme need to
set?

- Decision Point:

Is an overarching decision making structure needed
(if several mine sites’ credits are bundeld in the
Scheme)? Who participates in this and what criteria
should be established for this decision making?
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Accountability and transparency

Accountability and transparency need to be built into - Decision Point:

the Scheme's management of Credits funds. Fraud and Who controls and is accountable for the
misuse of funds should be avoided and prevented, and management and payouts of the funds? Is an
spending should be reported transparently to Scheme intermediary fund manager required, or do
participants or even the wider public. This requires a layer participating ASM organisations receive

of verification and assurance (see below “Verification and direct payouts?

assurance”).

In many ASM contexts, this may require an intermediary
(e.g. the Scheme owner or a third organisation providing
on the ground support to ASM organisations) to manage
and pay out the funds, based on the investment rules

and the ASM organisation’s or FAC's priorities. This also
centralises the fund management and transactions, which
makes verification and assurance easier.
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Claims by the Credits Buyer

The ASM Credits Scheme needs to define a detailed
“Claims Guidance” which specifies what kind of claims
and communication are allowed by a Credits buyer. The
adherence to this Claims Guidance by buyers should
ideally be verified and assured by the Scheme (see
below “Verification and Assurance”). The purpose of

this is to ensure accuracy, credibility and transparency
towards consumers and other stakeholders, and to avoid
allegations of greenwashing.

Three key rules should be integrated into the Claims

Guidance:

e Claims and communication should allow Credits
buyers to claim the ESG/sustainability attributes
related to the credits, while being clear that with
a book and claim model (as with a mass balance
model!), there is no guarantee of an actual physical
link between the material in the product and the
material that the Credit represents. Claims implying
that the materials are physically in the given product
should not be permitted.

e Claims and communication rules should require the
buyer to link the amount of credits purchased
to their actual consumption (or “footprint”) of
that material in their products. This is to ensure
transparency over the degree of responsibility the
buyer takes on for its material consumption (or
“footprint”). This ensures that a) Credits purchases
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cannot be done as value-chain unrelated charity
investments, and b) that smaller companies who
purchase fewer credits are not seen as “less
responsible” than bigger companies with bigger
investments - as the determining factor needs to
be the percentage of overall material consumption

covered by Credits rather than the amount of Credits .

Credits and claims should have a validity period
- i.e. as soon as a Credit buyer has used the claim
associated with a Credit, the Credit should expire.
Similarly, the Claims Guidance needs to define an
accounting period during which the claims are valid.
Typically for book and claim models, the maximum
accounting period is one year. This means that a

downstream buyer can match its consumption with
credits purchases on an annual basis; where at the
end of the accounting year, credits have to cover
the amount of consumption that is publicly claimed
to be covered by credits. This is to ensure that a
market incentive for additional production with ESG/
sustainability attributes remains at play.

Based on this, the allowed claims should consist as a

minimum of the following elements:

® Buyer company name

e Number of Credits bought, representing X amount of
material volumes with Y ESG/sustainability attributes

® Amount of funds paid for the Credits




® Estimated % of total material consumption covered
by these Credits in the accounting period. This could
be % on a product or sub-component level, or also
on a company-wide consumption level; i.e. how
much of the total consumption of X material by the
company or product or sub-component is covered
by Credits, considering material content of products
or subcomponents, processing losses in value chain,
and the overall sales numbers of product(s) or sub-
components within the time frame.

e Optionally a summary of improvements made possible
by the Credits funds investment (e.g. along the
underlying standard and defined metrics).

Examples of appropriate claims for ASM Credits Schemes

could include:

e "COMPANY accounted for X% of the material used in
product X, Y and Z by purchasing Credits representing
the same amount of material produced under X

standard / improvement. The Credits purchase ensures

X USD directly invested into mine site improvements.
The funds enable improvements in XYZ, bringing the
mine site closer to fulfilling X standard.”

e “We match X% of the material we use in X product/
component with the same amount of material

produced with improved working conditions for ASM,
through the purchase of Credits”

e “We match X% of the material we use in X product/
component with material Credits that improve working
conditions in artisanal mining production.”

® “X% of the material in X product/component is matched
with material produced from artisanal mines with
improved conditions, through our purchase of Credits”

® “X% of material we use is accounted for with Credits
improving ASM production”

® “X% of our material consumption supports the
improvement of ASM through Credits”

e “COMPANY’s material consumption is matched by
improved ASM production”

® “X% of the material in Product X / component Y is
accounted for by Credits”

- Decision Point:
What types of claims are Credit buyers allowed to
make? What types of claims are attractive to Credit
buyers while being transparent, accurate and credible,
and avoiding the risk of confusing consumers or
allegations of greenwashing?
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Communication by the ASM organisation

The participation in the ASM Certificate Scheme is an
opportunity for the ASM organization to advance their
formalization and strengthen their practices following

a roadmap aligned with the underlying ASM standard,
such as CRAFT Code. The ASM organization may want to
demonstrate and communicate these improvements to
their workers, the community, their immediate buyers,
as well as the relevant authorities and other local and
national level stakeholders.
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Communicating the improvements and investments
achieved thanks to the ASM Credits Scheme will
contribute to increasing the legitimacy of the ASM
organization, can strengthen the commitment and internal
acceptance of efforts needed to improve against the
standards, and will be helpful in attracting more ASM
organizations to participate in the scheme.

To facilitate this communication by miners and ensure its
veracity, the ASM Credits Scheme can develop simple
materials with messaging that the ASM organization can
use. This can contain basic information on:

® The ASM Credits Scheme, and why a continuous
improvement of ESG issues is important for buyers,
miners and the community.

® Purpose and value of investments funded by Credits

e Decision-making process governance

e Status of advancement towards the standards

roadmap / achievement of milestones in continuous
improvement plans(e.g. Craft level 4 or Fairmined).
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- Decision Point:
What types of claims and communication can
the ASM organizations make to leverage their
improvement efforts, and ensure legitimacy
of the ASM Credits Scheme at the local and
national levels?
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An ASM Credits Scheme needs to establish mechanisms
for verification and assurance at least on three levels:

e Credit creation/issuance, selling and retiring: This
encompasses the accurate recording of production
at the participating mine sites, the functioning and
governance of the digital registry and platform, as well
as the documentation and proof points associated with
issuance, sale and retirement.

e Minimum eligibility, ESG/sustainability attributes
and/or continuous improvement against an underlying
standard at the participating mine sites

e Claims and communication by the downstream
purchasers of Credits

® |n addition, once meta-level regulations or rules
about book and claim systems exist on national or
international level, an ASM Credit Scheme as a whole
may be subject to an assessment or audit against these
meta level criteria.

Different levels of verification and assurance can be
foreseen for these levels, e.g.

Level of verification /
assurance

Description

Additional considerations for establishing robust
verification and assurance include:

e At which timeframes and intervals does verification

and assurance need to happen for all these levels (mine
sites, digital registry, downstream buyers)?

Risk-based verification and assurance: For example,
spot checks and exception-triggered audits could

be foreseen for the production monitoring and digital
registry.

Random sampling: A subset of participating ASM
organisations and mine sites could be selected for a
second or third party audit of self-reporting, based on
random sampling.

Verification and assurance of the minimum eligibility, as
well as the ESG/sustainability attributes or continuous
improvement against the underlying standard has to
be tied to specific, measurable and time-bound
metrics. These could be indicators defined by the

Credibility

Self-Reporting (1st Party)
requirements.

Participating actors report their compliance with Scheme | Low Low

2nd-Party Audits

The Scheme coordinator / owner itself verifies the Medium Medium
compliance with Scheme requirements.

3rd-Party Independent Audits

An external, third party is hired to conduct independent High High
verification and assurance against Scheme requirements.
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underlying standard, or per “investment bucket” or
continuous improvement plan (CIP)". Both output
indicators (e.g., PPE distributed, training completion,
governance procedures adopted) and outcome
indicators should be considered (accident trends,
compliance behaviours).

Rules regarding non-conformances, corrective
action plans, timeframes and consequences of
repeated non-conformances need to be defined
for all levels (mine sites, digital registry, downstream
buyers).

- Decision Point:

Which levels require verification and assurance?
Which levels require what type of verification and
assurance, and at what intervals?
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Communication by the ASM organisation

The owner / coordinator of the ASM Credits scheme e Annual disclosures from Credits buyers, in line with the
should ensure regular and public reporting beyond the Claims Guidance. The Scheme could consider defining
Scheme participants, especially towards a broader set of a minimum set of annual disclosures expected from
stakeholders, including civil society and policy makers. credits buyers, for example:

The goal of this is to ensure credibility and transparency
of the Scheme and to showcase the positive impact

Total number and volume of credits purchased and

created through the Scheme. used
Public reporting of an ASM Certificate Scheme should ® Mineral type and country/region of origin (at
include: appropriate level of aggregation)
® As a basis: Publication of the governance framework e Use of the credits compared to consumption (e.g.
of the Scheme, including the detailed rules, regulations product category or corporate claim)
and requirements on all the aspects mentioned in this
document (e.g. the underlying standard, determination e Confirmation of correct claims use in line with the
of pricing, administrative costs vs. funds flowing to Scheme’s Claims guidance
ASM sites, rules related to credit issuance, sale and
retirement, FAC governance, Claims Guidance, etc. e How the credits form part of the company’s broader

due diligence and responsible sourcing approach
® Quarterly reports on credits sold, allocation of credits
funds, and ESG/sustainability impact in line with the
underlying standard(s) and recognized reporting
frameworks.

e Third-party validation of financial and impact data, at
least on an annual basis.
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Annex

Insights and lessons learnt from
Book and Claim systems in other
Industries
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While major global commodity sectors—ranging from
renewable energy to agricultural products—have
successfully utilized digital decoupling to scale
sustainability initiatives, the minerals industry remains
largely constrained by a singular focus on physical
traceability. For decades, sectors such as electronics
and automotive have faced significant bottlenecks

when it comes to physical traceability and chain of
custody in mineral sourcing. This has resulted in either
the systemic exclusion of the most vulnerable actors,
particularly those in Artisanal and Small-scale Mining
(ASM), or in the wilful ignorance of their contribution to
global mineral production: Downstream companies either
spend significant money or effort to exclude ASM, or - in
supply chains where this is not actually possible, and
where it cannot be concluded for certain that ASM is or
isn't present, downstream companies make an automatic
assumption that ASM is not present and therefore assume
they have no responsibility to engage to prevent and
mitigate risks.

To bridge the divide between corporate due diligence
obligations, ESG (Environmental, Social, and Governance)
commitments and the inherent complexities of global
supply chains, the minerals sector should adopt “Book
and Claim” (B&C) as one of several chain of custody
models that have become standard practice in other
high-impact industries.

The below outlines why other industries use book and
claim models, what benefits they provide, and what
lessons can be learnt for an application of book and
claim models in mineral supply chains. This is based on
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an analysis of book and claim schemes in the following
industries: sugar, palm oil, renewable energy, biomaterials
(such as different types of biofuels), and carbon.

The detailed analysis can be found in two separate
documents: The document “Book and Claim Mechanisms
in other Industries: Summary of Benefits and Challenges”
and the slide deck “Lessons for an ASM Credit Scheme”.

The rationale for book and claim models in
other industries

Book and Claim models are established mechanisms
for managing sustainability attributes in supply chains
where physical segregation is technically unfeasible or
economically prohibitive.

e Commingled commodity streams: In the power sector,
physical “green” electrons cannot be separated from
conventional ones once they enter a grid. Renewable
Energy Attribute Certificates (EACs) address this by
decoupling the environmental benefit into a tradable
instrument, allowing organizations to support renewable
generation regardless of their physical location.

® Supply chain complexity and smallholder
fragmentation: The palm oil industry (RSPO) utilizes
B&C to bypass the immense difficulty of segregating
certified oil from conventional sources across highly
fragmented mill and refinery networks. This provides
a direct financial mechanism to support independent
smallholders who would otherwise be marginalized by
the costs of physical identity-preserved supply chains.
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e Technical constraints in processing: Industries involving
sustainable biomaterials and chemical derivatives
often utilize B&C because it is technically impossible
to maintain physical batches of specific ingredients
throughout complex industrial processes.

e Other industries see the primary advantage of these
models is their capacity to mobilize capital efficiently
while ensuring inclusivity.

® Financial disintermediation: In the sugar and palm oil
sectors, B&C acts as a “direct-to-source” funding tool.
By rewarding producers at the start of the value chain
for sustainable practices, these models provide a direct
cash premium that is often lost in traditional, non-
traceable physical markets.

e Scalability and market accessibility: By transforming
impact into a modular commodity (e.g., a credit
representing a specific unit of sustainable production),
these models allow diverse market participants—from
small enterprises to multinational corporations—to
engage in responsible sourcing without the need for
direct management of physical assets.

® |ntegrity through verified accounting: Robust B&C
systems utilize centralized digital registries to prevent
the risk of double-counting. This ensures that every
unit of sustainability “booked” is uniquely identified and
permanently “retired” once claimed by a buyer.
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Regulatory recognition and oversight of book

and claim models in other industries

A defining characteristic of mature Book and Claim
models is their formal recognition by international
regulatory bodies, which simultaneously establish strict
rules to ensure market integrity.

The renewable energy sector provides the primary
blueprint for regulatory-backed B&C. Energy Attribute
Certificates (EACs)—such as RECs in North America and
GOs in Europe—are recognized as the legal instrument
for reporting zero emissions under Scope 2 of the GHG
Protocol. Regulations require that credits be uniquely
identified and “retired” in a public registry immediately
upon use to prevent resale or double-counting. To
mitigate “fictitious generation,” modern frameworks
require cross-verification of credits against independent
grid-metering data to ensure the energy was actually
produced.

Sustainable biofuels and biomaterials B&C models
are integrated into binding EU and US regulations.

The RSB credit scheme is recognized under the EU’s RED
Il framework, allowing companies to meet renewable
transport targets through certified credits. RED lll further

strengthens these sustainability criteria, requiring rigorous

lifecycle greenhouse gas (GHG) savings to be verified.
The US EPA Renewable Fuel Standard recognizes B&C
accounting for specific fuels, such as Renewable Natural
Gas (RNG), through the transfer of RIN (Renewable
Identification Number) credits. Regulatory compliance
often necessitates a “Proof of Sustainability” for every
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credit, which must include a full GHG lifecycle analysis
and physical evidence of origin to prevent “feedstock
fraud,” such as mislabeling virgin oils as waste-derived.

Regulatory or policy recognition and oversight of book and
claim models also extend beyond the sectors analysed in
more detail and include for example:

e Sustainable Aviation Fuel under the Carbon
Offsetting and Reduction Scheme for International
Aviation: ICAO (the UN body for aviation) has
developed a “Book and Claim” methodology that allows
airlines to claim emission reductions from Sustainable
Aviation Fuel produced in one region even if their
aircraft physically refuel with conventional kerosene in
another.

e EU Carbon Removals Certification Framework (CRCF).
The CRCF creates a registry for “Carbon Removal Units”
(CRUs) generated from activities like direct air capture
(DAC), biochar, and carbon farming. While the material
(e.g. the biochar or the captured CO2) is sequestered
locally, the climate benefit is “booked” as a regulated
certificate that can be traded across the EU to meet
corporate sustainability disclosures.

The challenge in the minerals sector: the
singular focus on physical traceability

In contrast to the maturity of the energy and agricultural
sectors, the minerals industry remains focused on the
“physical atom.”
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® The physical traceability paradigm: Current mineral

due diligence frameworks typically require the physical
tracking of materials through dozens of intermediaries.
This approach is not only capital-intensive but often
not possible for complex downstream products where
minerals are used in microscopic quantities or highly
processed alloys, where supply chains constantly
change, resulting in constantly changing sources across
the world.

The risk of systematic exclusion: Due diligence
requirements building on the good practice
certification of mineral sources tend to push costs of
improvement upstream. These costs can be borne by
some of the larger players who already have a certain
level of good practices established. But this largely
excludes the estimated 45 million people working in
ASM who require investment to improve their practices,
rather than being penalized for their initial lack of
formalization.

To advance, the minerals industry can implement several
lessons learned from the application of B&C models in
other industries:
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The case for a paradigm shift in
the minerals sector

The minerals industry should learn from
these other industries and not remain
singularly focussed on physical tracking
requirements that stifle impact and
exclude the most marginalized producers.
Book and Claim is not an alternative to
due diligence, but a crucial instrument
for the expansion of better practices in
(ASM) mining - and therefore an essential
contribution to preventing and mitigating
risks in global mineral supply chains.

By decoupling sustainability attributes
from physical material, downstream
companies can mitigate risks in their
supply chain “hotspots”. For the ASM
sector, this represents a transition from
a model of exclusion to one of active
engagement—providing the necessary
financial liquidity to drive formalization
and environmental stewardship where
physical markets have historically failed.
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Challenge / Criticism

Absence of physical connection

Strategic Objective

To ensure B&C is a catalyst for physical
supply chain transformation, not a
permanent bypass.

Lesson from B&C in other sectors
(Sugar, Energy, Biofuels)

Recognized as a “stepping stone” in
complex supply chains (e.g., palm
derivatives) where physical segregation is
technically impossible.

Application in B&C for mineral
supply chains

Limit use to “last resort” scenarios
for complex products (e.g., alloys/
electronics) or where physical
traceability is limited to identifying
regional & ASM risk hotspots.

“Greenwashing” & consumer
transparency

To provide transparent, accurate
communication regarding the nature of
sustainability claims.

Mandatory distinction between
“physical content” and “accounting
for consumption” (e.g., RECs and GHG
Protocol).

Mandatory “Claims Guidance” requiring
companies to state they are “accounting
for consumption” rather than sourcing
physical “responsible minerals.”

Additionality & price volatility

To create a robust market incentive
that drives the growth of responsible
production.

Market-based pricing (Bonsucro/RSPO)
ensures competitiveness, but oversupply
can crash prices and fail to incentivize
new capacity.

Implement “Improvement Premiums”
based on the actual costs of site-specific
formalization and ESG remediation rather
than just market-refined prices.

Geographical & temporal
matching

To ensure financial support is directed
toward the buyer’s actual regional risk
hotspots.

Annual matching in the energy sector
fails to address grid-specific or daily
clean power needs.

Require buyers to conduct regional due
diligence and purchase credits from
producers within their identified supply
chain “hotspots.”

Integrity to prevent double-
counting

To maintain a “one-to-one” relationship
between production and credit
retirement.

Use of centralized digital registries (e.g.,
PalmTrace) to uniquely identify and
permanently “retire” credits upon use.

Establish a centralized digital ledger with
unique issuance IDs; physical production
volumes sold as “certified” must be
excluded from credit stock.

Verification of feedstock

To prevent “Ghost Production” or the
laundering of non-certified material.

Use of “Proof of Sustainability” (PoS) and
cross-verification of industrial capacity
against harvest logs in biofuels/sugar.

Mandatory cross-verification of
production capacity against actual
reported volumes and validated local
trade center receipts.

Fund Governance

To ensure credit revenue benefits
workers, women, and marginalized groups
directly.

Use of inclusive governance and multi-
stakeholder consultations to manage
impact funds (e.g., Bonsucro Impact
Project).

Mandatory establishment of a Fund
Allocation Committee (FAC) with
democratically elected representatives,
including women and marginalized
workers.

Continuous improvement
towards certification

To ensure the model is inclusive of
vulnerable producers who haven't
reached full certification.

Most established models currently only
reward producers who have already
achieved high-level certification.

Adopt “Continuous Improvement”
standards (e.g., CRAFT Code) as the
entry threshold rather than requiring full
industrial certification immediately.
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