POLICY AREA: DEFINING CRITICAL RAW MATERIALS

Major issues:

An expert group, chaired by Enterprise and InduBi®; recently released a report4
the presented a methodology to measure the cifyicdlraw materials at EU level. A
raw material is labelled “critical” when the risk supply shortage and their impacts
on the economy are higher compared with most obther raw materials. The report
provides an analysis of 41 different minerals aredais, and concluded on a list of 14
critical raw materials. It also contained two s#tsecommendations:
recommendations for follow-up and further suppani policy-oriented
recommendations to secure access to and matditaety of raw materials.

Do you have any comments on the methodologicalagmpr, including the scope, to
determine criticality at EU level? If so, pleasesify.

The industry welcomes the Commission’s initiativel appreciates the Commission’s
efforts to assess the criticality of a number @f raaterials for the EU economy for

the first time. It also appreciated to be involwedhe process and only regrets that the
time and resources allocated to the exercise afhidgfcriticality were limited in the
first round of this exercise.

The industry hopes that this exercise will be régeavith more support and that
consequently the preliminary work can be built upod refined.

Concerning the scope we would like to comment @ithbugh 41 raw materials were
analysed, some extremely important materials wasglrout at the beginning mostly
for the reason of time constraints. Therefore other materials should be included in
the future exercises, e.g., as demonstrated bgutient bidding war for the world’s
largest potash producer based in Canada, whicGhireese government reportedly
sees as critical for the feeding of its populatibmould have been most timely to
include potash in the scope of the exercise, at glich is under severe threat from
proposals to change legislation.

The question also arises whether a more differeatianalysis of the criticality
factors for the various raw materials grouped thtee main groups would not
provide further and better insight into the aspéuds render these raw materials
critical. (Group 1: imported raw materials, group@&v materials available in Europe;
group 3: secondary raw materials for industria use

Concerning the time horizon of 10 years, it woutddesirable to introduce more than
one time line and to include some simulations. Tosild better enable the
Commission to capture information on likely futstgoply-bottlenecks.

The three main aggregated indicators with have ssirog-comings:

The economic importance — today, not tomorrow:etb@omic importance for
tomorrow’s society was not featured into the stiatié development and the demand
developments. Neither does the methodology propemgider the potential
economic importance of a domestic raw-material petidn to EU manufacturing.
The use of historical data only has meant that @won constraints already being felt
today were not revealed quantitatively for corneetaction;

Concerning the supply risks, the EU legislativ&sifor no access to the raw material
in the future was not included in the equation.



Concerning the environmental country risks theentranalysis is based on an
assessment of the general legal framework of casninot at all on their legal
framework of mining legislation. If the EU wantemlgecure future supply it needs to
accompany the analysis of origin of current andreisupply with an analysis of the
strength of the mining legislations in those comstrSome measure of this is
provided by the Fraser Institute PPI indicator, dnily for a certain degree and only
for some countries.

Although the methodology combines a quantitative amjualitative approach, at the
end the list of critical materials is exclusivelgded on the results of the quantitative
approach. Even though the materials’ profiles atowighlight one or the other
aspect which cannot be taken into consideratighamuantitative assessment of the
criticality of a material, these aspects have m@&rbanalysed with a view to
eventually adjusting the criticality list which siid be done.

Do you see any additional raw material that shdal@onsidered as critical? If so,
please explain.

It is important that the exercise is repeated oggalar basis since development of
emerging technologies, industrial development iegimg economies and operating
conditions of the raw materials global marketsaké&aving a direct impact on future
demand for raw materials as well as on the termdscanditions under which this
demand can be satisfied.

It is therefore essential neither to freeze thieolicritical materials nor to consider
this list as the exclusive target for policy initv@s. Other raw materials that have not
been identified as critical at this stage mightdmee very quickly critical if they are
not paid attention to and if adequate policy measare missing. If any third party
chooses to analyse other raw-materials followirggsiime methodology, they should
be encouraged to add their findings to the Commmssidatabase (as is currently
done for the JRC LCA Platform, for example).

The EU Commission should continue its three-p8kaategy for securing access to
resources from outside of Europe and from withan .

Do you have any comments regarding the recommendatif the report? If so,
please specify.

The Group recommends that the list of EU criti@materials should be updated
every 5 years and that the scope of the criticaggessment should be increased.

The Group recommends that steps be taken to:

Improve the availability of reliable, consistenatsstical information in relation to
raw materials;

Promote the dissemination of this information, btdby preparing a European Raw
Materials Yearbook with the involvement of natiog@blogical surveys and
mining/processing industries. It should focus opriowing the knowledge on the
availability of resources and on their flow intogalucts through the value-added
chains of the EU economies;

Establish indicators of competition to land in tidlember States;

Encourage more research into life-cycle assessnfentaw materials and their
products on a “cradle-to-grave” basis;



Create a working group(s) to further analyse th@actt of emerging technologies on
demand of raw materials

The Group recommends that a sub-group of the RatedaSupply Group of the
European Commission should be set up to ensu@afalp of this report on critical
raw materials.

The Group recommends policy actions to improve st@ primary resources aiming
at:

Supporting the findings and recommendations resyiftiom the work carried out by
the ad hoc working group on "Best practices indhea of land use planning and
permitting” with a view to securing better acces$aind, fair treatment of extraction
with other competing land uses and to developingpee streamlined permitting
processes;

Promoting exploration, and ensuring that exploratimy companies is regarded as
research activity;

Suggested change:

Promoting research on mineral processing to extedcvaluable minerals and

metals including critical, extraction from old miaed mineral processing dumps, old
smelter slags, mineral extraction from deep deppamd mineral exploration in
general, notably under EU RTD Framework Programnt@sking for efficient and
cheap separation and extraction technology of nraatals from electronic scrap.

This recommendation is extremely important to imprthe EU’s raw materials
access and efficiency in the longer term.

Promoting good governance, capacity-building arahiparency in relation to the
extractive industries in developing countries, mbgan the area of critical raw
materials;

Promoting sustainable exploration and extractiothivi and outside of the EU.

The Group recommends that the following policyadj with regard to trade and
investment as defined in the trade raw materialstsgy, be pursued:

maintain current EU policy choices in the negotatiof bilateral and regional trade
agreements;

consider the merits of pursuing dispute settlenmgnatives at WTO level so as to
include in such initiatives more raw materials imjaot for the EU industry; such
actions may give rise to important case law so las@xisting GATT rules lack
clarity and are limited in scope;

engage without reservation in consultations witindtftountries whose policies are
causing distortions on international raw materiatarkets in order to discourage
certain policy measures and to request adherentte warket forces;

foster an effective exchange-of-views on certalitigs made within the institutional
framework of EU economic cooperation agreements (e@ith China on the latter
country’s NFM recycling plan to year 2015);

continue to raise awareness on the economic impfaetport restrictions on
developing and developed countries in various matetial fora, such as WTO or the
OECD;

consider shaping a new EU-wide policy on foreigrestment agreements in such a
manner as to better protect EU investments in ratenmls abroad and ensure a



level playing-field with other foreign investors avbenefit from the backing of State
funds;

continue to increase coherence of EU policy wipeet to raw materials supply, for
example in the assessment of injurious dumpingsabdidies.

The Group recommends that policy actions are uadtert to make recycling of raw
materials or raw material-containing products maficient, in particular by:
mobilising End of Life products with critical rawaterials for proper collection
instead of stockpiling them in households (hibenwgtor discarding them into
landfill or incineration;

improving overall organisation, logistics and eiiiocy of recycling chains focus on
interfaces and system approach;

preventing illegal exports of EoL products contagcritical raw materials and
increasing transparency in flow;

promoting research on system optimisation and r@ayof technically-challenging
products and substances.

The Group recommends that the overall materiatieificy of critical raw materials
should be achieved by the combination of two furediah measures:

. by minimising the raw material used to obtain acsppe product function; this covers
every step from smart production with metals andemals savings to substitution of
potentially critical raw materials by less criticahes;

by minimising raw material losses into residuesrfrehere they cannot be
economically-recovered.

The measures should be evaluated with regard taatspn environmental and
economic performance over the entire value chain

In particular with regard to the recommendationssiabstitution, it should be stressed
that substitution is not “per se” the solution taicality in access to raw materials, all
the more so in that, for most of the materials iifiexl as “critical”, substitution
possibilities have been identified already as Vienjted or non-existent. The most
realistic and pragmatic solution to criticalitylilsely to be mix of measures — perhaps
including the substitution of critical raw-mategdtom particular applications where

it is found to be feasible and worthwhile. It shibtherefore be stressed that in case of
substitution recommendations the EU should cartysabstantial impact assessments
not only for the material to be substituted bubdts the substitute in the particular
application being considered. Most EU impact assesss have hitherto fallen short
of this requirement.

Are you aware of any initiatives in your countratiaim to assess the criticality of
raw materials? If so, please describe briefly.

(to be filled by countries — esp. AT, DE, FR, UK,...)
The functioning of raw materials markets has nernbéealt with. Do you think that
further analysis of their functioning should bertad out? What actions should be

proposed to increase their transparency?

(No suggestions)



Do you think that the EU should propose a systestafkpiling for the critical raw
materials? If so, please indicate whether you cterst more appropriate to do this at
Community or alternatively at Member States level.

Stockpiling is not an effective option, particulaith today’s context of a global
economy. Resulting market disruptions, notablygnupacts, and loss of market
transparency are likely to give rise to additiodigtortions in the free play of market
forces as well as biased business decisions any/ paitiatives.

In addition, stockpiling would mobilize consideralfinancial resources and would
require delicate arbitrage, the costs of which wltilmately fall on the industrial
community at large.

Due to the different national economies and theeds, the stockpiling at EU level
would in addition increase the disadvantages miamgst

On the other hand, an alternative stockpiling cphdee., the pro-active identification
and definition of geological prospects within thg &rritory might achieve similar
objectives without triggering the disadvantagesdkesed above. Rather than creating
price interferences etc., such a “stockpiling” ahaeral reserves would help the
extractive industries to reduce the duration ofpbypottlenecks.

POLICY AREA: TRADE

Major issues:

One pillar of the Raw Materials Initiative consisiddeveloping a European external
strategy in order to guarantee the sustainablelgwppaw materials from global
markets at undistorted conditions. In this, tradkcy plays an important role.

DG Trade has recently completed its 2009 activeport on raw materials, which
summarizes the progresses accomplished alongrée dlves of the trade raw
materials strategy:

Include, as appropriate, the relevant trade digwplon sustainable supply of raw
materials in bilateral and multilateral trade agneats.

Identify illegitimate trade distortive measuresdaloy third countries and tackle them
using all available instruments, including throumlateral consultations, the Market
Access Partnership process or, if necessary, th® diSpute settlement; while
delimitating more clearly permissible exceptionsday. development purposes.
Reach out to third countries to show that the goesif sustainable raw materials
supply is an issue relevant to all countries, dmyelg or developed, resource-rich and
resource-poor alike as the uncontrolled, unregdlataltiplication of trade

restrictions can lead to a generalized beggar-thghbour policy detrimental to most
countries; while recognising the importance of e$img internationally agreed rules
on the subject.

7. Do you think that the importance of trade iscadgely reflected in the work
carried out so far in the Raw Materials Initiative?

The aspect of trade distortions and the relatigatyll occurrence of illegal shipments
has been given far too much attention in comparisdhe sustainability agenda of
the EU.



Whilst trade distortions and subsidies are undbekarthe real issue of supply of raw
materials to EU markets from unsustainable souraeseen given no attention. On
the contrary, by accepting cheap imports from pamisustainable sources to the EU
and imposing the highest environmental and healthsafety standards within its
own territory, the EU is still outsourcing its erammental, health and safety costs to
other countries. The current review of the Them&trategy on the Sustainable Use
of Natural Resources hints at this problem, bufuses impacts occurring within the
EU and impacts occurring outside the EU in comothe conclusion that the EU
should “de-materialise”. More attention should beeg to the possibility that the
“least-impact” scenario globally might be for th&l Eb maximise its capacity for
sustainable extraction of raw-materials and suabdemanufacturing for export.

Till today the EU has not seriously tackled thisuis, which is itself a source of
substantial market distortions.

8. Do you have any comment regarding the mainrigsliof DG Trade activity
report? What activities should be prioritised? Arere, in your opinion, additional
activities not mentioned in the report which shdodpursued in this strategy?

The aspect that should be reinforced is the integraf sustainability requirements
into imports into the EU.

9. Please identify trade distortive measures éxport restrictions) concerning raw
materials that in your view should be tackled.

Please note that some trade distortions, as unfaeas they might be, are protecting
EU production of raw materials from unfair tradimgactices by others and are
therefore helping to ensure that the EU does nutrbe totally dependent on imports
(and the increased social and environmental imghatsamight be associated with
those imports).

10. Are you aware of any initiatives in your coyrttniat have one of the above goals
in mind such as, for example, developing a raw masediplomacy, or supporting
companies to invest in third countries in the raatenals sector? If so, please
describe briefly.

(To be answered by countries — E.g., Sweden’s ilifainDevelopment?).
POLICY AREA: DEVELOPMENT

Major issues:
The 2008 RMI Communication highlighted that deveh@nt policies play a relevant
role in at three 'levels'

'Strengthening States'

Promote a sound investment climate that helps asersustainable supplies of raw
materials

Promote sustainable management of raw materials



In 2010, within the context of the EU-African Unipartnership, the European
Commission and the African Union Commission regeagreed to develop a

bilateral co-operation in the field of raw matesiaihd to work together, taking fully
into account the Africa Mining Vision of Februar@@ and the EU Raw Materials
Initiative of December 2008, in particular on iss@eich as governance, infrastructure
and investment and geological knowledge and skills.

Questions:

11. What specific actions would you consider metgvant needed in the following
areas:

Good governance;

Infrastructure / investments;

Geological knowledge / skills.

There is a huge European experience in use ofap®oicedures and geological data
collecting, processing and using which are skill tould be transferred to
developing countries. This underlines the imporgaoicmaintaining a strong
“Geological Services” sector within the EU.

There are many best practices that could be shared.

12. Regarding transparency, what measures do \lmvé¢he EU should take to
foster revenue transparency in the mining industnaw material resource rich
countries? What are your views regarding existimiggitives currently being taken in
this area, namely by the Extractive Industries $pamency Initiative (EITI6)?

No comment.

13. Concerning the recent agreement between thepEBan Commission and the
African Union Commission, in your view, what conerebjectives, targets and
deliverables should be included in such a partmg?sh

The industry welcomes the increased cooperationandid recommend making use
of many EU guidelines, good practices and suitdivkctives linked with
environment protection related the extractive dgtiv here are a number of RTD and
demonstration projects that could be realised reliping countries, for example
with regard to exploration, water management, nainelnaracterisation and
rehabilitation.

Support for projects that strengthen “Good Govecegrfight corruption, improve
institutional capacity, as well as support for asftructure projects that will facilitate
investments should be given by the EU.

Projects that make use of international experiesoch as the ICMM's resource
endowments project would be possible to assisuresaich countries to avoid the
“Dutch disease”.

In principle there are a sufficient number of int&iional rules and regulations
available (BIFC Guidelines, OECD Guidelines for traohtional enterprises and for
corporations).

14. Do you consider that wood should be address#teiframework of development
policy? If yes, please specify what the main issodse analysed are.



No comment.

15. Are you aware of any initiatives in your coyrttnat contribute to promoting
exploration and exploitation of mines in developaaoyntries? Should such initiatives
be better coordinated or promoted at the EU level?

(to be completed by the countries— E.g., Swedemigbylfor Development?).

POLICY AREA: IMPROVEMENT OF THE REGULATORY
FRAMEWORK CONDITIONS INSIDE THE EU

Major issues:

The Commission has proposed in the Raw Materigistinve adopted in 2008 to
provide clarity on how to reconcile non-energy agtion activities in or near Natura
2000 areas with environmental protection. In caiagioin with stakeholders a
guidance document has been finalised and will ladae on the web site of DG
Environment7 before summer break.

As regards ways to improve the regulatory framewuaitkin the EU by promoting
the exchange of best practices in the area ofdaeplanning and administrative
conditions for exploration and extraction, a repg@s$ been delivered by the relevant
ad hoc Working Group8.

This report covers the following topics:

Minerals Policy

Land use planning policy for minerals

Authorisation and permitting procedures

Achieving Technical, Environmental and Social Eleste

Improving the EU’s geological knowledge base

Better networking between the national Geologicalv8ys

Need to integrate terrestrial sub-surface infororainto the GMES Land Service

Questions:

16. Do you agree that these topics corresponcetontdgor challenges in this policy
area? If not, please specify.

Three major aspects are missing:
The integration of social aspects into the Envirental Impact Assessment directive

Industry is now conducting ESIA (Environment ancti@blmpact Assessment)
Social impact of industrial activities should beluded in the EIA directive.

Promoting the long-term compatibility of nature servation and mineral extraction
With regard to the Nature Directives, the industppreciates the latest Commission
guidance. However, it is not understandable th#teasame time the Commission
establishes another Technical Platform on BusiaadsBiodiversity for discussion
where again a consultant is suggesting that N&00& areas are “no-go” zones in
clear contradiction of the recently adopted gui@argmilarly, it is not
understandable how the same Competent Authoritegshtave overseen and adopted




the recent Guidance can also state that Natura @23 are “no-go” zones at the
United Nations Commission for Sustainable Developnire New York
(http://www.un.org/esa/dsd/resources/res_docucsdhti8l). Along the philosophy
of better legislation, such misrepresentationsrapetitions of debates should be
stopped.

Integration of raw materials’ accessibility int@islative impact assessments in the
context of EU and national legislation.

The integration of the aspect of impact on the ssibdity to raw materials in any EU
legislative proposal is a must if further steritiesa of available deposits is to be
prevented.

17. Do you think of any other avenues which shdagdollowed by the Commission?
If yes, please specify.

It would be desirable if the European Commissionl@¢dssue a recommendation that
exploration was considered as RTD in the MembeteStand therefore would be
granted tax exemptions.

Furthermore instruments have to be developed atrfitlhational level in order to
facilitate investment in exploration and extractwithin the EU as well as for non-
EU countries. Such instruments would be for exarmspfgorting loans or failure
liabilities.

18. Do you agree with the recommendations madeeimeport on "Exchanging Best
Practice on Land Use Planning, Permitting and Ggoéb Knowledge Sharing” or do
you have any specific once to be added. Pleasaiexpl

The industry agrees with the recommendations aricowees in particular to organise
an annual conference under one of the Presidertigsuld be desirable if the
Commission could support Member States and indistpyomote and further
improve these best practices.

19. Do you consider it useful to establish an EUlggical service based on a
network of Member State geological services?

Yes, we would consider that an EU geological suwewld be advisable, but not just
as a network, but as an institution.

20. Do you consider that EU regulatory frameworkditons for wood and/or
recovered paper need to be further analysed? |fpjyesse specify.

No comment.

POLICY AREA: PROMOTING SKILLS AND RESEARCH,
DEVELOPMENT AND INNOVATION

Major issues:



Promote skills not only in the mining sector bigaain other raw materials sectors is a
matter of concern. The Commission is currently sufpg this challenge via
programmes such as ERASMUS MUNDUS with the spebficerals and
Environment Programme (EMMEP).

Focussed research on innovative exploration amaetidn technologies, recycling,
materials substitution and resource efficiency. Etimmission has recognised the
European Technology Platform on Sustainable Migi©ipP-SMR) to catalyse
excellent research and development collaboratiggepis between the industry and
research organisations. In addition, via the 7dmfgwork programme for research,
development and innovation the next call for prg®a the area are expected to be
public in July 9.

Questions:

Skills:

21. What type of actions would you propose to ptewbetter cooperation between
companies, universities and public authoritiesroteoto promote skills and in the
extractive or other raw materials sectors? Plepseify.

Continued Support for the networking of universitiealing with geology, mining
engineering and mineral processing under the Erasprogramme would be needed.
Support for an Era-Net programme or something simitould be desirable.

Support for further education of engineers woulchbpful.

Support for much stronger cooperation between itrigiusnd academia would be
helpful

Example: reducing the deterrent effect of the haylel of delays and red-tape
currently associated with EU-funded research.

Research, Development and Innovation:

22. Are you aware of any research, developmeniraraation programme(s) at
national, regional or local level? Please specify.

(To be filled by each country.)

23. Where do you see the major gap / the urgemt foeehe raw materials sector
related research, development and innovation alekzél. Please provide details.

The needs of the sector have been identified irSthetegic Research agenda of the
ETP SMR.

In particular there are research needs in thearea

- deep mining

- deep sea mining

- flexible small scale mining

- Mineral and metal processing

- Metal and mineral recycling.

- implementing the hard rock lixiag



- implementing automation and ratgoof many mining
operations based on new sensor, IT and embegdeziss
technologies

24. What is your idea of a major research and iatiom action that would have the
highest positive impact on the security of raw miate supply for the EU industries?
Please specify.

Three actions are necessary:

e Sustained R&D in exploration to find new reserves

* Transparent and logical R&D programmes to maintiagnexisting global
technological leadership of the mining companiebthie global European
equipment suppliers. Many of these companies dpaicipate in EU-
programmes for reasons of bureaucracy and protecfitPR.

* R&D in systems to increase recycling and recovBuch systems are not only
in technology but also in innovation of systemsléwistics, taxation and
incentives.

In particular research in the following areas isded:
* Intelligent deep mining,
* new “look ahead” technologies based on nanoteclgy@land sensors ,
» wider use of robotics and automation,
* bio-metallurgy,
» constant monitoring of mining environment insidel autside of the mine.

25. Are you aware of innovative exploration and&ation technologies, where
project partners on a European level are needddwelop and implement the new
technologies and which are the innovative techrie®ghich need to be developed
further. Please provide details.

* Promine project, FP7
* EO-miners project FP7
* Intelligent Deep Mine project to be submitted in7HR 2011,

* Water Management in Industry including mining -btosubmitted in FP7
2011

26. Are there any other aspects related to sk and innovation for other raw
materials, such as wood, that need to be furtr@npted? Please, specify.

No comment.
POLICY AREA: RESOURCE EFFICIENCY & RECYCLING

Major issues:

The 2008 RMI Communication identified that the sa&sed use of secondary raw
materials contributes to security of supply andrgnefficiency. However, today
many end-of-life products do not enter into sousycling channels, resulting in an
irremediable loss of valuable secondary raw mdseridis mainly concerns exports



of end-of-life vehicles and electronic equipmenijain leave Europe as reusable
products but end up being dismantled abroad. Tateothese trends, the need to
reinforce the Waste Shipment Regulation and reliegidlation was identified.
Furthermore, prices of some recovered materials heached record levels due to the
high demand from third countries.

The Waste Shipment Regulation also contains reqgpgings on exporters of waste to
third countries to ensure that this waste will t@ated in an environmentally-sound
manner. However, compliance with this principledd always respected.

Finally, stakeholders have identified the needafoimprovement in statistics on
secondary raw materials. This includes actionsettaken to measure the extent of
illegal trade in products containing these secondaaterials.
Questions:
27. In your view, and beyond measures already hteken (e.g. the recast of the
WEEE Directive), what practical measures can bertdky the EU and by Member
States to prevent the illegal shipment of obsaeid of-life vehicles and electronic
equipment?

No comment.

28. In what ways should statistics on trade in, @ogcling of, products containing
secondary raw materials be improved?

No comment.

29. Have you identified major problems with rec@eepaper? What are the main
issues that need to be further analysed?

No comment.



