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LBMA Responsible Silver Supply
Chain Due Diligence Management
system



Released on March 11, 2024 Implemented on March 11,2024

Minshan Environmental Energy High tech Co., Ltd. Released (Second Edition)

Silver Supply Chain Due Diligence Policy

Minshan Environmental Energy High tech Co., Ltd. strictly adheres to the LBMA Responsible Silver
Guidelines and establishes a silver supply chain due diligence management system in accordance with
its requirements. It actively promotes due diligence work in the silver supply chain to ensure that the
silver supply chain meets the requirements of the LBMA Responsible Silver Guidelines. We will strictly
prohibit the following behaviors in the supply chain:

1. Human rights violations, including the use of child labor, torture, inhumane and degrading
treatment, widespread use of violence or other serious anti human rights forced labor, war crimes,
crimes against humanity or genocide;

2. Provide direct or indirect support to illegal armed organizations or public or private security
forces that illegally control mining areas, traders, other intermediaries, and transportation routes
through the supply chain, or illegally tax or extort money or mineral products throughout the entire
supply chain ("illegal armed organizations, public or private security forces");

3. Covering up the origin of silver through bribery or fraud;

4. To comply with the government's requirements for extraction, trade, and export taxes and fees
for mineral products from conflict and high-risk areas;

5. Money laundering or terrorist financing;

6. Funding conflicts;

7. Engage in high-risk business operations, such as weapons, gambling, antiques and artworks,
sects and their leaders;

8. The beneficiaries are politically sensitive individuals or wanted individuals;

If the above behavior is found in the supply chain, we will take measures to isolate the purchased
products and immediately suspend or interrupt any transactions with the supplier.

We will regularly assess supply chain risks in accordance with management system requirements,
establish supplier due diligence management files, and ensure that the supp!y cham contmues to
comply with the requirements of the LBMA Responsible Silver Guudelmes Py = %

General I\ﬂqnager
| =

Date: March 11, 2024

RS



1 Scope of application

This standard specifies the r

esponsibilities, content, and methods of management activities in the

silver supply chain management process of Minshan Environmental Energy High tech Co., Ltd.
This standard applies to MINSHAN ENVIRONMENTAL ENERGY HIGH TECH CO., LTD. and all silver

suppliers, silver related partners (
and transporters) who engage in silver trading and processin

ENERGY HIGH TECH CO., LTD.

2 References

including silver producers, intermediaries, silver traders, exporters,
g with MINSHAN ENVIRONMENTAL

LBMA Responsible Silver Guidelines (Second Edition Released in November 2023)

3 Definition

Silver Supply Chain: A supplier of silver containing materials required for the production of silver, such

as lead concentrate,

customers for the sale of silver products.

4 Organizational Structure and Responsibilities

silver concentrate, crude lead, anode mud, etc., to the company, as well as

4.1MINSHAN ENVIRONMENTAL ENERGY HIGH TECH CO., LTD. has established a dedicated management

team for the due diligence of the silver supply chain, with the following org

Silver Management Organizational Structure

Compliance Director

Chen Yanwei

J

Compliance Manager

Wane Jun. Zhane Minrui

l

Compliance members]

anizational structure:

Raw Material
Procurement

Center

(Domestic)

Zhang Jianfang

!

Raw Material

Procurement

Center
(Overseas)

Zhang Minrui

-

Quality
Inspection
Center

Wang Chunxia

Marketing

Center

Yuan

Dongfeng

Finance Production

Department Department

Hou Wang Chuan

Dongliang




4.2 Responsibilities:
4.2.1 Compliance Director

Chen Yanwei, Senior Manager and General Manager authorized by MINSHAN ENVIRONMENTAL
ENERGY HIGH TECH CO., LTD., is responsible for approving the signing of cooperation contracts with
suppliers (including whether to sign contracts with high-risk suppliers) based on our company's raw
material procurement policy, production, finance, and sales situation, and is responsible for reviewing
related matters with suppliers. Internally, senior managers will pMINSHAN ENVIRONMENTAL ENERGY
HIGH TECH CO., LTD.rovide training to relevant employees in accordance with LBMA's responsible Silver
Guidelines document, so that relevant responsible persons can clearly understand the purpose and
significance of this system, understand their responsibilities in the implementation of due diligence
policies, and organize training to review relevant content within six months.

4.2.2 Compliance Manager

Assist senior management in fully responsible for due diligence matters in the silver supply chain,
take responsibility for all matters on the silver supply chain, ensure appropriate measures are taken in
high-risk supply chains or transactions, and submit risk assessment reports. And has an obligation to
provide training on responsible supply chain, draft and update Silver supply chain policies, and provide
accurate information for senior managers to fulfill their responsibilities.

(1) Have the right to monitor the due diligence process of the silver supply chain and evaluate
whether the due diligence is sufficiently conducted; If deemed necessary, the right to request
additional documents or information.

(2) If there is a high-risk supply chain or transaction, it is necessary to report to the Vice President
in charge of the business in a timely manner.

(3) Regularly provide training on silver supply chain rules to employees, draft and update silver
supply chain rules, and provide accurate information for senior management to fulfill their
responsibilities.

(4) Conduct on-site investigations on important clients at least once a year;

(5) Assist and encourage suppliers of silver containing raw materials and silver trading clients to
commit to complying with the due diligence rules of the silver supply chain;

(6) If any abnormal situation occurs, it is necessary to report it to the senior management in a
timely manner.

4.2.3 The Raw Material Procurement Center is responsible for raw material procurement, ensuring the
long-term, stable, and safe supply of mineral powder and raw materials, and refusing to cooperate
with relevant enterprises, organizations, or countries in high-risk areas.

4.2.4 The quality inspection center shall weigh and analyze the purchased silver containing raw
materials; The production department is responsible for recording the entry and exit of raw materials;
The Precious Metals Business Unit is responsible for weighing and marking the output silver ingots,
organizing feeding production in the workshop, and keeping feeding and output silver ingot records. A
closed process is adopted in the production process to ensure the safety and traceability of silver
production and processing.

4.2.5 The quality inspection center shall ensure the accuracy of testing the purity of silver.

4.2.6 The Production Department is responsible for coordinating with the Raw Material Procurement
Center to ensure the accuracy of receiving silver containing raw materials. The Precious Metals
Business Unit is responsible for counting the quantity of silver before sales to ensure the safety of silver



physical products leaving the factory.

4.2.7 The raw material procurement center (overseas) and marketing center need to confirm the
identity information of the delivery person, and adopt a supervision mechanism to ensure the security
of the transaction during the transaction process, ensuring that the company does not participate in
terrorist financing.

4.2.8 The raw material procurement center shall develop a training plan and organize training for
compliance members in an offline or online manner. They shall learn the relevant content of the LBMA
Responsible Silver Guidelines and accurately grasp the relevant policies of the company's responsible

silver management, at least once a year.

5 Management System

5.1 Develop and publish the company's due diligence policy on LBMA's responsible silver supply chain
5.1.1 Company Announcement on LBMA Responsible Silver, informing supply chain partners to strictly
abide by the company's silver supply chain management system and publicly accepting supervision
from all sectors of society and internal employees of the company.

5.1.2 The company's commitment to purchasing silver raw materials is to comply with the LBMA
Responsible Silver Guidelines, actively participate in and support the traceability of LBMA silver
containing raw materials, strictly comply with the requirements of the silver supply chain conflict free
smelter plan, and not engage in transactions with suppliers of silver containing raw materials from

conflict affected and high-risk areas.

5.2 Due diligence process

5.2.1 Before the transaction, clearly inform the other party of the LBMA responsible silver supply chain
management policy and requirements of the company.

5.2.2 Distribute due diligence questionnaires to suppliers and customers of silver containing raw
materials, with specific content detailed in the due diligence questionnaire, and collect corresponding
gualifications and information.

5 2 3 Track and retrieve due diligence questionnaires, and conduct risk assessments.

5.2.4 Prepare due diligence report.

5.3 Due diligence content

5.3.1 Due diligence suppliers include mineral silver suppliers, silver containing material suppliers,
recycled silver suppliers, traders, and transporters.

5.3.2 Due diligence clients include traders, buyers, etc;

Before procurement and sales transactions occur, it is necessary to understand the responsible supply
chain procurement and sales situation of suppliers and customers from conflict affected, high-risk
areas, and other risk situations.

5.3.4 Due diligence should include supply chain qualifications, identification of the origin of silver raw
materials, mining and mountain pass permits, proof of mining situation information on whether
human rights have been violated and whether operations have been violated, mining capacity data,

etc., which may cause significant adverse effects on ESG risks.

5.4 Due diligence measures



5.4.1 Establish a supply chain customer/supplier file. Including name, legal representative, address,
contact information, operation method, transaction contract, etc.
5.4.2 An annual evaluation of the existing supply chain is required. If there are suppliers or customers,
a risk assessment must be conducted in a timely manner to meet the system requirements before
transactions can proceed.
5.4.3 Ensure that there is no money laundering, fraud, or terrorist activity in the supply chain.
5.4.4 Regularly obtain information on the operational status and transaction objectives of supply chain
companies.
5.4.5 For mineral silver suppliers, the following information needs to be obtained before the
transaction:

a) Information on the origin of silver;

b) Mining license;

¢) Provide import/export license for silver or concentrate;

d) Proof of Mining Situation Information;

e) Regularly conduct due diligence on mineral silver clients.
5.4.6 For customers in the recycled silver supply chain, the following information needs to be obtained
before the transaction:

a) Regenerated silver suppliers need to provide legal business relationships, including proof of the
source of recycled silver, beneficiaries, and other information;

b) The company will continue to conduct due diligence on regenerated silver customers.

5.5 Risk assessment criteria
5.5.1 Zero tolerance supply chain

(1) Once zero tolerance issues are identified, the company is not allowed to establish business
relationships with silver suppliers or must immediately terminate existing relationships. The company
will immediately notify LBMA.

(2) Zero tolerance issues include but are not limited to:

a) The extraction of silver comes from areas designated as World Heritage Sites.

b) Procurement of extracted or recycled silver in violation of international sanctions (including but
not including those imposed by the United Nations, the European Union, the United Kingdom, and the
United States).

¢) Suppliers of silver or recycled silver, other known upstream companies, or their UBOs are known
money launderers, fraudsters, or terrorists, or have seriously violated human rights, or directly or
indirectly supported illegal non-state armed organizations.

5.5.2 Direct assessment as high-risk standard

a) The source of mineral silver (including silver concentrate) or recycled silver, the silver sales area
passing through or passing through conflict affected areas or high-risk areas for human rights violations.

b) The mineral silver originates from a country with known limited reserves, limited resources, or
expected limited silver production.

c) Regenerated silver comes from known sources, is sold to well-known or suspected sources, or
passes through conflict affected areas and high-risk areas for human rights violations.

d) Other known upstream companies and silver sales customers of the silver supply trading party
are located in countries with high money laundering risks.

e) The equity owners who have significant influence on the supplier, its known upstream



companies, and silver sales customers are politically sensitive individuals.

f) Suppliers, their known upstream companies, and silver sales customers are engaged in high-risk
businesses such as weapons, gambling, antiques and artworks, sects, and their leaders.

g) High risk countries and regions from and through, including conflict and war countries and
regions listed by CFSP, countries or regions sanctioned by the United Nations, and countries and regions
listed as high-risk for money laundering by FATF.

h) Not in compliance with legal requirements for environmental protection and sustainable
development.

5.5.3 Evaluation method: Based on the content of the LBMA supply chain evaluation form in the LBMA
due diligence toolkit, combined with the corresponding information received from suppliers and
customers, an evaluation is conducted to ultimately determine the risk level.

5.5.4 Response measures

(1) Low risk (Red Flag not detected): Continue trading to reduce risk. Maintain relationships, but
implement improvement plans.

If the results of the enhanced due diligence EDD are not entirely satisfactory, or if it is believed
that although the counterparty has made reasonable and good faith efforts, the company may
continue to refine silver:

a) Bribery;

b) Non fraudulent false reporting of mineral origin;

c) Failure to pay taxes, fees, and royalties payable to the government;

d) Serious violations of local legislation related to the environment, health, safety, labor, and
community, and/or ESG risks that are highly likely to cause adverse effects.

In this case, the company should require the counterparty to implement improvement plans that
meet the following conditions:

a) Provided by the company for input and participation in design;

b) Clear records, including performance goals and quantitative and/or qualitative performance
measurement indicators;

c) Approved by regulatory officials and/or board committees.

(2) Medium risk (Red Flag detected): Suspend trading until reduced to low risk.

If the enhanced due diligence EDD finds the following situations, the company should suspend
the extraction of silver:

a) There are reasonable suspicions about:

Money laundering; Terrorist financing; Serious violations of human rights; Directly or indirectly
supporting non-state armed organizations;
False reporting of mineral origin.

b) There are claimed catastrophic ESG impacts defined in the company's classification criteria.

Once additional information/data is obtained from the supplier to refute initial suspicions or a
timely and appropriate response to ESG impacts, the extraction can be resumed. This should be
approved by the compliance officer and/or board committee.

Improvement plan: Communicate with suppliers to promote their designated and implemented
improvement measures, and continue trading after confirming that the risks meet the requirements
of this regulation within 6 months; If the supplier refuses to provide relevant legal proof documents
and rectification reports within 6 months, the company should classify it as a high-risk supply chain
and stop trading with it. The specific requirements are as follows:



For large-scale mining of silver, manual and small-scale mining of silver, and recycled silver: use reliable
and independent sources of documents, data, and information to verify the situation. From mines to
refineries, every company in the supply chain (including silver producers, traders, exporters, and
transporters) is required to have their income owners and government monitoring list information
verified.

(3) High risk: stop trading, cut off risks, list them on the company's blacklist, and cannot trade
with the company for three years.
When the enhanced due diligence EDD discovers the following known situations, the company should
immediately stop refining silver:

a) Money laundering;

b) Terrorist financing;

c) Serious violations of human rights;

d) Direct or indirect support for non-state armed organizations;

e) False reporting of mineral origin.

5.6 Silver Supply Chain Due Diligence Training

5.6.1 The company will provide training on this regulation to employees in the silver supply chain every
year, and include the training plan in the annual training plan, at least once a year.

Employees involved in the silver supply chain must participate and receive relevant training
confirmation through training attendance.

5.6.3 Adopt online or offline teaching methods.

5.7 Supply Chain Traceability System
5.7.1 Establish a supply chain traceability system, collect and maintain supply chain information for
each refining batch, including assigning a separate reference number for each input and output:
a) Silver product traceability upwards (silver raw material)
-Type of silver containing material (mineral silver/recycled silver);
-Storage weight and analysis report;
-Raw material storage date and finished product storage date;
b) Silver product traceability down (silver customer)
-Customer information;
-Transaction weight and analysis report;

-Delivery date;

5.8 Record retention
5.8.1 Maintain sufficient supply chain documentation records in accordance with LBMA requirements

to demonstrate compliance with appropriate and ongoing due diligence.
5.8.2 Keep records of the supply chain traceability system.
5.8.3 Record retention for 5 years.

5.9 Reporting Procedure for Violations and Matters in Silver Supply Chain

5.9.1 If any staff member related to the company's silver supply chain discovers any violations or issues,
they should promptly report them in writing or by phone to their unit or the company's compliance
officer. The compliance officer should report to the responsible leader, and report the discovered



violations, issues, and handling suggestions to the company's compliance officer in a timely manner.
The company's compliance officer should report to the company's compliance director.

5.9.2 If there are systematic or widespread human rights violations related to the extraction,
transportation, or trade of silver, or if the supplier provides direct or direct support to illegal non-
governmental armed organizations, or fraudulently covers up the origin of silver or involves money
laundering or terrorist financing, the supplier shall be notified to terminate the contract relationship,
and the relevant salesperson shall immediately implement it.

5.9.3 When it is discovered that there may be systematic or widespread human rights violations related
to the extraction, transportation, or trade of silver, or suppliers provide direct or indirect support to
illegal non-governmental armed organizations, or fraudulently cover up the origin of silver, or there is
money laundering or terrorist financing, transactions shall be immediately suspended, and special
investigations shall be conducted on supply chain customers to determine whether to continue

transactions based on the results of the investigation.

5.10 Silver Supply Chain Transaction Monitoring

5.10.1 To ensure that the company's silver supply chain transactions comply with the LBMA Silver
Responsible Guidelines, align with the risks assessed by the company's supply chain investigation, and
ensure that the source of the company's silver is compliant and legal, the company should obtain
relevant information for each batch of silver containing raw materials received.

5.10.2 Weight and quality data, transportation documents (waybills, shipping bills, railway bills, formal
invoices, etc.), import and export related documents, and other information that can be obtained.
5.10.3 In the event of a high-risk transaction during the trading process, business personnel must
request the customer to provide corresponding information for mutual verification, verify whether it
is true and consistent, and conduct a background investigation of the transaction. If the situation is
inconsistent, a written investigation result must be obtained through investigation.

5.10.4 Every year, the compliance officer shall organize and implement the LBMA responsible silver
annual internal compliance audit, prepare an annual compliance report, and report to the leadership
of the LBMA responsible silver supply chain management leadership group of the company.

5.11 Third party audit supervision of silver supply chain

5.11.1 Conduct annual third-party audits by designated and recognized third-party auditing agencies
to ensure continuous improvement.

5.11.2 In response to the risks and issues raised by third-party auditing agencies during the auditing
process, departments and subsidiaries involved in silver supply chain management need to carefully

compare the problems, develop improvement measures, time limits, responsible persons, etc.

5.12 Accountability

Employees from relevant departments and subsidiaries of the company involved in the silver supply
chain who fail to carry out their work in accordance with the requirements of this regulation, resulting
in adverse consequences, shall be dealt with in accordance with the company's relevant accountability

management regulations based on the severity of the situation.

5.13 Regarding the reasonableness and effectiveness of LBMA's responsible silver due diligence
procedures, the Compliance Director organizes compliance members to evaluate and determine



whether modifications are needed to optimize and improve them every six months, unless there are

special circumstances.

6 Related documents

Announcement on LBMA Responsible Silver

Declaration on Responsible Silver Raw Material Procurement by LBMA
Notice on the Appointment of LBMA Responsible Silver Compliance Team
LBMA Responsible Silver Supply Chain Due Diligence Survey Form

LBMA Responsible Silver Supply Chain Assessment Form

LBMA Understanding Your Customer Questionnaire - Mineral Raw Materials




