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LBMA

In order to meet the requirements of the London Bullion Market Association's Responsible Silver Guide, our
company has established a strong management system and using supply chain due diligence methods to
identify and evaluate risks for all suppliers, established a high-risk supply chain management strategy to ensure
that supply chain risks are within acceptable limits, and through independent third-party audits, make sure that
the company’s silver supply chain fully meets the requirements of the LBMA Responsible Silver Guidelines.
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This report summarizes the compliance of Jiangxi Hefeng Environmental Protection and Technology Co., Ltd. in

the fiscal year 2022 (January 1, 2022-December 31, 2022) with the requirements of the <London Bullion Market
Association Responsible Silver Guide >.

Company Name:
Jiangxi Hefeng Environmental Protection and Technology Co., Ltd.

Location: Hengfeng Industry Park, Shangrao City, Jiangxi Province, China
Reporting year-end: December 315, 2022

Date of Report January 1%, 2022

Senior management Mr. Rao Zemin/Compliance Director

responsible for this report

Company Overview
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Jiangxi Hefeng Environmental Protection and Technology Co., Ltd., is located at Hengfeng Industry Park, Shangrao City,
Jiangxi Province, China, with the area of more than 3.5 million square foot. It was built in Dec. 2006, and have the net
assets of 93 million US Dollars.
The Applicant is mainly engaged in producing and selling precious metals like gold, silver and palladium. There’s one
precious metal refining production line. The annual output capacity of gold and silver are 15tons and 400 tons.
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production. The anode slime is extracted into gold, silver and palladium by wet process. It’s a good refining process of
precious metals. Please find attachment no.1 for the refining process flow chart.

The parent company for the Applicant is Zhejiang Fuye Group Co., Ltd., who was built in 1958, is the first copper
smelting company in Zhejiang Province. It's mainly engaged in producing and selling copper cathode, with the annual
output capacity of 450 thousand tons.

Step 1: Establish strong company management systems

Compliance Statement with Requirement;
We have fully compliance with Step 1: Establish strong management systems.

Company Policy

2020 3 1 LBMA

2022
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:https://www.fuyegroup.com/
Compliance statement:
The company has established the "LBMA Responsible Silver Supply Chain Due Diligence Management System" on March
1st, 2020. The system included the silver supply chain due diligence policy, internal organizational structure and
responsibilities, due diligence process, and silver supply chain risks Identification methods, evaluation criteria, and
management strategies. In addition, it also stipulates the silver supply chain due diligence training, supply chain
traceability system, record retention period, transaction monitoring and other matters.
According to the system requirements, documents were generated such as "Risk Assessment Method and Evaluation
Form™ and "Action Strategy".
In 2022, our company completed the due diligence of all silver suppliers in strict accordance with the requirements of
the system, and conducted risk identification and evaluation to effectively control the risks of the silver supply chain.
Our silver supply chain due diligence policy strictly prohibits silver suppliers from doing the following:
All Silver-bearing minerals provided to your company are legitimate (the silver bars purchased from your company are
used for legal purposes), which does not involve the following situations:
1. Systematic or widespread human rights abuses associated with the extraction, transport or trade of silver, including
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worst forms of child labour, any forms of torture, inhuman and degrading treatments, widespread sexual violence or
other gross human rights violation forced or compulsory labour, war crimes, crimes against humanity or genocide;

2. Direct or indirect support to illegitimate non-state armed groups, public or private security forces which illegally
control mines sites, traders, others intermediaries, transport routes through the supply chains or illegally tax or extort
money or minerals through the supply chains;

3. Bribery and fraudulent misrepresentation of the origin of silver;

4. Non-compliance with taxes, fees and royalties due to Governments related to mineral extraction, trade and export
from conflict affected and high-risk areas;

5. Money laundering or terrorism financing;

6. Contribution to conflict;

7. Higher-risk business activity such as arms, gaming and casino industry, antiques and art, sects and their leaders;

8. Upstream companies or their beneficial owners with significant influence are PEPs;

At the same time, the company also posted the policy on the official website at

https://www.fuyegroup.com/

Internal management structure

OECD

2022
LBMA

Compliance statement:

In accordance with the requirements of the system, the company identified management requirements and
corresponding responsibilities, set up one Compliance Director, five Compliance Officers. The Company's Compliance
Director is Mr. Rao Zemin, the Compliance Manager is Mr. Liao Jiazhang, the domestic purchase Compliance Officer is
Gao Yu, the oversea purchase Compliance Officer Wang Baofa, the finance Compliance Officer is Wu Tongjun, the
production Compliance Officer is Hong Guiping, the testing center Compliance Office is Lu Guojun and Hua Xiaojun.
Compliance Director Responsibilities: Responsible for the company’s silver supply chain due diligence. Preparation of
the company's silver supply chain annual risk assessment report, and submitted to the company's senior management
for review. Where there is a high-risk silver supply chain or transaction, report to the company's senior management in
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a timely manner and take strict controls;

Compliance Manager responsibilities: Supervise the silver supply chain due diligence process and assess whether due
diligence is adequate, and take appropriate measures to reduce or eliminate risks in the silver supply chain or
transactions that have identified the risk. Regularly train employees in the Liability Silver Guidelines and Supply Chain
Due Diligence Policy. Responsible for drafting and revising policies and guidelines related to the company's silver supply
chain. Provide the necessary accurate information for the company's executives to fulfill their due diligence
responsibilities.

Purchase Compliance Officer Responsibilities: Strict implementation of supply chain due diligence measures and high-
risk silver supply chain evaluation criteria. Responsible for collecting and preserving sufficient silver supply chain
supporting documentation. Verify the qualifications of transport companies and insurance companies, track and
properly store each shipment, and analyze and evaluate the shipping routes through which the goods pass. Conduct
on-site surveys of key silver suppliers on a regular basis and maintain investigation reports or records. To assist and
encourage silver suppliers to undertake and confirm in writing compliance with the provisions of Appendix Il. of the
OECD Guidelines on Mineral Liability Supply Chains in Conflict-Affected and High-Risk Areas.

Finance Compliance Officer Responsibilities: Assess the financial data of silver suppliers and clarify the purpose and
intention of their business relationships. Complete preservation of all transactions and financial documents of silver
suppliers for a period of at least 5 financial years. Exceptions to the due diligence process and silver trading are reported
to the Compliance Director in a timely manner.

Testing center Compliance Officer is to verify and record the weight and test results of each shipment of silver products
received, to analyse and evaluate whether the data are consistent with supply chain understanding, and to conduct
detailed investigations and produce written investigation reports if they do not.

In 2022, the management team conducted due diligence on all silver suppliers in strict accordance with system
documentation requirements, and the Compliance Director monitored and reviewed all findings to ensure that all
silver-containing material suppliers met LBMA requirements and were approved before collaborating.

Traceability and identification of other supply chain actors

Compliance statement:

The company has developed a supply chain traceability system in accordance with the requirements of management
system. During the business process, it collects and saves all information provided by suppliers, including contract
review forms, contract texts, settlement methods, transportation processes, weight and analysis report, production
date, storage time, etc.

According to all the records kept, traceability can be completed from finished product to raw materials, from raw
materials to finished products, and can be traced to the purchase contract of each supplier and each batch of products.
According to the content of the contract, the traceability includes the type of precious metal, purchase weight, analysis
report and related information such as due diligence documents.

Engagement with silver supplying counterparties, and where
possible, assisted silver supplying counterparties in building due diligence capabilities
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Compliance statement:

According to the requirements of the management system, during the supplier risk assessment, before signing the
contract with the supplier, our business personnel has signed the "LBMA Compliance Commitment" with all silver
suppliers according to the company's compliance requirements to ensure that they understand our company’s LBMA
management requirements and supply chain management policies. In the commitment, the silver supplier shall commit
in writing documents with signature and stamp that there are no serious human rights violations related to mineral
extraction, transportation or trade, no direct or indirect support for non-state armed organizations, and no direct or
indirect support for public or private security forces, no bribe or falsely misreport mineral sources, and no launder
money. In addition, the government is also paid taxes and royalties related to mineral extraction, trade and export in
conflict-affected areas and high-risk areas.

All suppliers signed in 2022 signed relevant commitments.

Communication & Complaint mechanism

https://www.fuyegroup.com/,
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Compliance statement:

The management system specifies the supplier risk identification method, covering all risks of silver-bearing materials
from the origin to the refinery. The following risks are identified through the "Supplier Due Diligence Form", such as
supplier basic information, beneficiaries, origin information, responsible precious metal supply chain policy,
transportation process, anti-money laundering and anti-financing terrorism, bribery and fraud, human rights violations,
transaction monitoring, support for non-governmental armed organizations, etc.

Identification method including, Establishing supply chain customer files, including: company name, legal
representative, address, contact information, operation method, production method, transaction contract, etc.;
Existing supply chain customers need to be checked regularly. If there are new or any changed, we need to check their
archives in time to keep the archives database up to date. Identify each customer, business and business owner, and
use reliable independent source documents, data or information to verify their identity. Make sure that every customer,
business and business owner in the supply chain is not on any government money laundering, fraud or terrorism
wanted list. Regularly obtain the commercial and financial details of customers in the supply chain, the purpose of
engaging in silver transactions, and the status of commercial operations.

Risk assessment in the supply chain

ASM

2022 43 26
17 43

Compliance statement:

There are two types of risk assessment results, high-risk and non-high-risk.

Before the business relationship with the supplier is established, the business department needs to fill out the "Silver
Supply Chain Due Diligence Form" and evaluate all new and old customers’ silver-bearing raw materials according to
the requirements of the management system. Our silver-bearing raw materials are mineral silver and Anode plates:
Mineral silver suppliers are required to provide business licenses, mining licenses, commitments, due diligence forms,
transportation methods, and beneficiary-related investigations; anode plate suppliers are required to provide business
licenses, certificates of origin for silver-containing materials, and commitment, due diligence questionnaires,
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transportation methods, and beneficiary-related investigations.

For high-risk mining suppliers, we will suspend trading, seal all products of this supplier and immediately conduct
enhanced due diligence, as follows: On-site inspections or visits to high-risk supply chains to verify whether the
documents and records of the due diligence results of the supply chain are true. An on-site audit report will be issued
after the investigation. For large-scale mining of silver and : use credible independent sources of documents, data and
information to verify the situation, from mines to refineries, every company in the supply chain (including and silver
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Compliance statement:

High-risk and non-high-risk supplier, If the results of the silver supply chain due diligence conclude that there is money
laundering, terrorist financing, serious human rights violations, direct or indirect support to illegal government armed
organizations, or misleading the origin of mineral products through fraud, we will immediately stop trading with this
supplier, verify the amount of precious metals and sealing up them that have been traded, and report to the relevant
departments. If the results of the supply chain due diligence conclude that there may be money laundering, terrorist
financing, serious human rights violations, direct or indirect support to illegal government armed organizations, or
misleading the origin of mineral products through fraud, we will immediately suspend with The supplier trades, verify
the amount of precious metals and sealing up them that have been traded, strengthens the due diligence of the
supplier, conducts an on-site audit of the supplier through on-site audit, authorize capable third parties or qualified
personnel, issues an audit Report. If the result of the on-site audit is a high-risk supplier, stop trading and report to the
relevant department; if the supplier has no critical risks and is willing to cooperate with the action, supervise the
supplier to rectify within six months until to meet the requirements of the LBMA Code , then can continue the trading.
If it cannot be verified to meet the requirements after six months, the trading will be stopped. If the results of the due
diligence cannot fully meet the requirements and cannot provide valid evidence for risk assessment, lacking of relevant
qualification certificates, such as business licenses, mining permits, import and export related documents, origin of
precious metals, transportation methods, etc. Supplier trading will be suspended until complete documents are
provided and a risk assessment is passed.

Non-high-risk suppliers: There are no zero tolerance issues such as money laundering, terrorist financing, serious
human rights violations, direct or indirect support to illegal government armed organizations, or misleading the origin
of mineral products through fraud and provide all relevant documents for due diligence and risk assessment, concluded
as non-high-risk suppliers through risk assessment, will continue the trading and regularly monitor their risks.

Measureable steps, monitoring of performance, periodic
reassessment, regular reporting to designated senior management.

LBMA

2022

LBMA
LBMA
LBMA
LBMA
2022

Compliance statement:
Measures steps and performance monitoring: According to the "LBMA Risk Mitigation Strategy", if the result of due
diligence is at a low risk, but there is still a minor non-compliance, as long as the company adopts an improvement
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strategy with clear performance targets within the specified time frame, we will continue to obtain silver raw materials
from them. If the due diligence information submitted by the silver supply chain is incomplete or unwilling to cooperate,
it means that there is a high possibility of money laundering, terrorist financing, conflict promotion, and human rights
violations. We will immediately stop obtaining silver raw materials from them. Until other information or data can
confirm they have low risk status.

According to the results of the due diligence in 2022, all suppliers were assessed as low risk, no supplier needs a risk
mitigation management strategy.

Regular re-evaluation and continuous monitoring: 1. Every year, the Compliance officer of the raw material
procurement department organizes personnel to collect all changes in supplier information, continuously monitor the
transaction results and conduct an annual supply chain due diligence re-evaluation to decide whether to continue
cooperation. 2. Each batch of purchased silver raw materials is monitored by a compliance officer during the
transportation, storage, production, and payment process. Among them, the deposit and withdrawal must be signed
by the escort LBMA compliance officer, and the payment must have financial LBMA compliance officer's approval.
Periodic report: Every quarter, the compliance officer submits reports to the compliance director and top management
according to the actual situation of LBMA management. The report summarizes the quarterly operation of the LBMA
management system, proposes deficiencies and improvement measures.

In 2022, our company took a quantitative approach to score management of suppliers, and conducted an annual
supplementary risk assessment of all suppliers except new ones. The compliance director has reviewed the evaluation
results. And every quarter to submit a report to the top management.

Step 4: Arrange for an independent third-party audit of the supply chain due diligence

Compliance Statement with Requirement;
We have fully complied with Step 4: Arrange for an independent third-party audit of the supply chain due diligence.

2022 5 LBMA LBMA LBMA
LBMA

Compliance statement:
We gained LBMA membership in May 2022,as required by LBMA, we must pass the LBMA silver responsible audit every
yearr, so this is the third time we have invited Bureau Veritas to conduct an LBMA silver responsible audit.

Step 5: Report on supply chain due diligence

Compliance Statement with Requirement:
We have fully complied with Step 5: Report on supply chain due diligence

LBMA
https://www.fuyegroup.com/

Compliance statement:
Further information and specific details of how to perform due diligence systems for supplier chains, procedures,
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processes and controls have been implemented to align to the specific requirements in the LBMA Responsible Silver
Guidance have been set out in our silver supply chain policy, which is available on our company website
https://www.fuyegroup.com/

Conclusion

Management conclusion

2022 12 31
LBMA
LBMA

The company implemented effective management systems, procedures, processes and practices to conform to the
requirements of the LBMA Responsible Silver Guidance, as explained above in Table 2, for the reporting year ended on
31 December 2022.

The company is committed to continuous improvement, and any corrective actions identified will be monitored
internally on a regular basis. Ensure that the management system continue meeting the requirements of the LBMA
Responsible Siler Guidance.

Other report comments

+86 0571-63485828

gsbh@fuyegroup.com
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