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Background

> Past and current SEC rules are based on

Industry Guide 7, which was lastrevised in = gpgE =

the early 1980s

> Industry lobbied for change (e.g., SME's 2012
petition)

> SEC proposed rules in 2016 with request for
public comments

EE§33333355> Final rules published Oct. 13, 2018
12 MISSOURI(ER version Dec. 26, 2018)

for
Mining, Metallurgy
& Exploratior

October 1, 2012

Ms. Elizabeth M. Murphy

Secretary

U.S. Securities and Exchange Commission
100 F Street, N.E.

Washington, DG 20549

Re:  Amendment to Industry Guide 7—Petition for Rulemaking

Dear Ms. Murphy:

The Society for Mining, gy and Inc. pefitions the i and
Exchange Commission, pursuant to Rule 192(a) of the Rules of Practice, to amend Industry
Guide 7, which contains the SEC’s basic disclosure policy for mining companies.

SME is a professional sociely (and nonprofit, Intemal Revenue Code section 501(c)(3)

corporation) whose nearly 15,000 members represent professionals serving the minerals

industry in more than eighty-five countries. SME members are engineers, geologists,

metallurgists, educators, students, and researchers. SME advances the worldwide minerals
ity through ir ion exchange and i

SME and the mining indusiry have been working diligently with the SEC for a number of years
to try to clarify and update Guide 7 to no avail. It is vital for the SEC to move forward in the near-
term to realign the U.S. reporting regime for mining companies both for the protection of
investors and removal of compefitive harm to U_S. mining companies.

SME stands at the ready to work with you and your staff to resolve this crifically important issue
for U.S.-based mining companies.

Please contact me if you have any questions.
Sincerely,

b iy

David L. Kanagy, CAE
Executive Director




Purpose of the Rule

. To modernize the property disclosure requirements
for mining registrants

2. To provide investors with a more comprehensive
understanding of a registrant’s mining properties

3. To more closely align the Commission’s disclosure
requirements and policies for mining properties with
s current industry and global regulatory practices and
-+ MISSOUR! standards
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Summary of the new rule

> Rescinds Industry Guide7

> (Consolidates all mining property disclosure into one
standard (Regulation S-K 1300 - 17 CFR 229.1300)

> Requires certain disclosures by all registrants with
material mining operations




General framework

S-K 1300 requires registrant’s with material mining i

operations to provide: ~ HEE
> Summary disclosure on all of a registrant’s mining properties

> Individual property disclosure for each material property

i Exploration activity & results (voluntary until it becomes material to
investors)

I Mineral resources

i Mineral reserves
i i File a technical report summary as an exhibit to support
SEE disclosure of mineral resources & reserves (optional for
-+ - MISSOURI . .
o disclosure of exploration results)
5 S&T > Internal controls disclosure




Implementation timeline

Registrants must comply with the rule for the first fiscal
year beginning on or after January 1, 2021.
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TRS Requirements

> Aregistrant must file a TRS as an exhibit to the relevant filing  ::::::
when disclosing for the first time mineral reserves or resources or
when there is a material change in the mineral reserves or

mineral resources from the last TRS.

> A registrant could elect to file a TRS in support of disclosure
exploration results

i If aregistrant files a TRS to support the disclosure of exploration results, it
----------- must also file a TRS when there is a material change in the exploration

SEREEEREEE results.



TRS Requirements

Executive summary Data verification
2 Introduction 10 Mineral processing and
metallurgical testing
3 Property description 11 Mineral resource estimates
4 Accessibility, climate, local resources, 12 Mineral reserve estimates
infrastructure and physiography
5 History 13 Mining methods
6 Geological setting, mineralization, 14 Processing and recovery methods
‘ and deposit
7 Exploration 15 Infrastructure
- 8 Sample preparation, analyses, and 16 Market studies

security



TRS Requirements

Environmental studies, Other relevant data and
permitting, and plans, negotiations, o information
agreements with local individuals or
groups
18  Capital and operating costs 22 | Interpretation and conclusions
19  Economic analysis 23  Recommendations
20  Adjacent properties 24  References

25  Reliance on information provided
by the registrant (Item 1302(f)(2))



TRS Requirements

17 CFR § 229.601(b)(96)(iii)(B) S
"A qualified person must include the following

information in the technical report summary, as required
by paragraph (b)(96)(iii)(A) of this section, to the extent the
information is material”




Materiality

> Securities Act Rule 405 and Exchange Act Rule 12b-2:“a matteris::::
material if there is a substantial likelihood that a reasonable
investor would attach importance to it in determining whether to
buy or sell the securities registered.”

> Information is material if, in the total mix of information, it will
affect a reasonable investor’s evaluation of the property

> S-K 1300 already envisages certain information to be material
i E.g., commodity prices

Note: QP has liability for materialis-statements and omissions
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