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B Part 1

TJ M. Company Profile
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Guangxi Nandan Nanfang Metal Company Limited was founded in 1996, with a
registered capital of 1.48 billion yuan and a total asset of 7.1 billion yuan. It is a large
private enterprise which integrates mining and mountain development, non-ferrous lead,
zinc, copper, antimony smelting, international trade, technology research and development,
and comprehensive recovery of resources. The main products of the company are the
national standard 1 # electrolytic lead, the comprehensive recovery of silver, gold, zinc
oxide, antimony, bismuth, sulfuric acid and other by-products. At present, the company
covers more than 2,000 mu and has more than 1,000 employees. The company has the
production capacity of lead, silver, antimony and bismuthamong the top three in China, and
is the largest non-ferrous metal processing enterprise in Guangxi.

The company passed the ISO9001 quality management system in 2002, the ISO14001
environmental management system and the OHSAS18001 occupational health system
certification and obtained the certification certificate in 2012 and passed the ISO45001
occupational health system change certification and obtained the certification certificate in

2020.
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B H 4 Partll

E MR Compliance Overview
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The Company conducts supply chain due diligence for all suppliers, and requires their
silver to be legal and compliant.
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This report summarizes the compliance of Guangxi Nandan Nanfang Metal Company
Limited to the requirements of the London Bullion Market Association (LBMA)

Responsible Silver Guidance, from January 1, 2024 to December 31, 2024.

B0 BUBRANPAFERER

Step 1 : Establish a strong company management system

&3 E 8 Compliance statement
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We have fully complied with the first step: Established a strong management system.

1. AT BE Company Policy
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TRPEE.
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The company released the first edition of the Silver Supply Chain Due Diligence
Policy and the Silver Supply Chain Due Diligence Procedures on July 1, 2019, in
accordance with all threatening financing risks and ESG factors according to Step 1.1 of
the LBMA Responsible Silver Guidance, and the requirements for listed risks of Annex II
of the OECD Due Diligence Guidance for Responsible Supply Chains of Minerals from
Conflict-Affected and High-Risk Areas. During this period, we have continuously improved
these documents. The company is committed to strictly complying with national laws and
regulations regarding employee rights, environmental protection, fair trade, and other
relevant areas, and actively participates in silver supply chain due diligence. We maintain a
zero-tolerance stance towards any form of "torture or inhuman and degrading

treatment," "forced or compulsory labor," "the worst forms of child labor," "widespread
sexual violence or other serious human rights violations," and "war crimes, crimes against
humanity, or genocide" in the production and trade of silver.

The Silver Supply Chain Due Diligence Management System defines the internal
organizational structure and responsibilities, due diligence regulations for the silver supply
chain, methods and criteria for risk identification in the silver supply chain, transaction
monitoring, document retention, training, and reporting mechanisms.

NEPREHAT (RN EERIRRABOR) & (BREENEERIRAEINEGD) 5 Xt
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During the reporting period, we strictly implemented the Silver Supply Chain Due

Diligence Policy and Silver Supply Chain Due Diligence Regulations and carried out risk

due diligence on suppliers. Monitor all transactions to avoid relationships with high-risk
5
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suppliers. At the same time, the compliance team reviews all due diligence findings and
results, and all purchase contracts for silver-containing materials have been approved by the
compliance director.

)G RN R R AR R R W A — O AR N B R U A XU
W AIPRAL A R B AR B A XU, I S BE T A AT TR S SO S, K A%
BE A MR TN N: https://www. nanfangmetal. com

The compliance team of the company strictly reviews the Due Diligence, Risk
Identification and Assessment of all Silver Supply Chain once a year in accordance with the
requirements of the system, effectively controls the risks of the Silver Supply Chain, and
timely updates and releases the Chinese and English versions of the documents,

communicate it to all relevant staff site at: https://www.nanfangmetal.com

1.2 WHE LM Internal management structure
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The Chairman of the company has established a compliance team for due diligence in
6
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the silver supply chain, identifying management positions and corresponding
responsibilities, including a compliance director, a compliance supervisor and six
compliance officers. Due to the company organization structure and changes of personnel
in 2024, the compliance team members of the company has adjusted accordingly as specific
below: the company's compliance director is Jing Tao, deputy general manager of the group.
The compliance supervisor is Pen Qiang, section chief of enterprise safety and environment
management section which subjects to enterprise management department. The compliance
officer of finance department is Qin Zhijian, Su Shaojin. The compliance officer of the
business management department is Yang Guixiong.The compliance officer of the
domestic material supply department is Li Yuxin. The compliance officer of the enterprise
management is Meng Yingning. The compliance officer of the production department is
Qin Jia. The Compliance Director Jing Tao possesses extensive management experience.
He has successively won the excellence award in the Guangxi Industrial Innovation
Competition, the title of Guangxi craftsman, the first frize for Guangxi Scientific Progress,
obtained 3 scientific and technological achievements, obtained 3 national invention
patents,obtained 3 utility model patents, and 3 design patents. He has held and participated
in the implementation of 11 scientific research projects (programs), including 2 national
scientific research projects (programs), 6 regional-level scientific research projects
(programs), and 3 municipal-level scientific research projects (programs). He has published
4 thesis in national and provincial-level journals. He is responsible for providing adequate
human and financial resources for silver supply chain responsible procurement
management system construction. The compliance supervisor Pen Qiang is well-versed in
responsible supply chain policy and has years of experience in system management. He
holds CCAA-registered qualifications as an auditor for quality, environmental,
occupational health and safety, and energy management systems. He is responsible for
overseeing the implementation of the supply chain due diligence process.Their duties are as

follows:

& N
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Responsibilities of Chairman:

1) Based on national laws and regulations, customer and industry requirements, as
well as applicable international standards, be responsible for establishing, implementing,
and maintaining the company's due diligence management for the silver supply chain.

2) Appoint compliance officer to responsible for silver supply chain matters.

3) Evaluate and supervise relevant departments and personnel who responsible for the
system.

4) Establish an internal accountability system or equivalent mechanism to ensure the
effective implementation of the system; evaluate whether key information, including
company policies, has an effective structure and communication process to convey to
relevant employees and silver supply chain counterparts.

5) Coordinate the resolution of resource requirements and arising issues during the
implementation and operation of the due diligence management system.

6) Be responsible for organizing the review, approval, and management of

information related to the company's silver supply chain due diligence management.
8
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7) Be responsible for approving whether to collaborate with supply chains/suppliers
initially assessed as high-risk, organizing annual re-evaluations and approve whether to
continue business cooperation, contract signing, and review supplier.

8) Conduct at least one annual evaluation of the effectiveness of the silver supply

chain due diligence policies and processes to drive continuous improvement.

A IR
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Responsibilities of Compliance Director:

1) In charge of and be fully responsible for the silver supply chain due diligence work
of the company.

2) Review the silver supply chain due diligence processes and systems to meet
RSG’s objectives and the company's risk management requirements.

3) Ensure that key information, including company policies, has an effective structure
and communication process to convey to relevant employees and silver supply chain

counterparts.
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4) Ensure sufficient resources (including capabilities and experience) are available to
support the operation and monitoring of the supply chain due diligence processes and
systems.

5) Provide training to employees on supply chain risks (including threat financing and
ESG), and develop and update the company's silver supply chain policies and procedures.

6) Review Know Your Customer (KYC) documents and risk classifications, and
request additional documents or information when necessary.

7) Ensure appropriate measures are implemented for high-risk supply chains or
transactions.

8) Provide appropriate and timely information to the Chairman to fulfill their

responsibilities.

AMAKAIIA T
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Responsibilities of Compliance Supervisor:

1)Assisted the compliance director in arranging and carrying out the due diligence
work of the silver supply chain of the company, assisted the compliance director in
supervising and inspecting the due diligence process of the silver supply chain, and
collected relevant information.

2)Regular training of employees on responsibility silver guidelines and supply chain
due diligence policies.

3)Responsible for drafting and revising the company's silver supply chain related
policies and guidelines.

4)Responsible for collecting and summarizing the opinions and suggestions of
10
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employees on due diligence of silver supply chain.

N TR AL R B RN R A B . LBMA SR ST ) AR FR R B I AN & /N2 4
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The company annually incorporates supply chain due diligence management and
LBMA Responsible Silver Guidance training into the Compliance Team's training plan.
Through training sessions, meetings, and, when necessary, external instructors, the
company organizes training for its compliance team members and suppliers. The training
content includes the LBMA Responsible Silver Guidance, LBMA Responsible Sourcing
Disclosure Guidance, and supply chain risk assessment tools such as relevant sanctions
lists, the Dodd-Frank Act, the EU CAHRA list, the Heidelberg Conflict Barometer, the
Fragile Country Index or similar index, and reports of the Financial Action Task Force
(FATF). This ensures that relevant company personnel and compliance team members are
familiar with the Management Measures and the LBMA Responsible Silver Guidance, etc.

In 2024, a total of two training sessions were organized, with the timing and content as
follows: In May 2024, We organized to study the Silver Guidance (Second Edition); in
October 2024, training focused on high-risk identification tools (such as the Heidelberg

Conflict Barometer and FATF blacklists) and risk determination and identification at
11
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various stages of mineral trade.All personnel involved in raw material procurement,
import/export management, financial management, and enterprise management functions
participated in the training, achieving a 100% attendance rate among relevant staff.
Through the training, we deepened our understanding of supply chain risks and clarified the
measures to be taken in the event of risks. Attendance was recorded for all training sessions,

and original training records were retained.

) A 55 B iE I R 7 BRAT IRE WG ER, BRI e 5. i
N JEAR K B AL IERAT W A 3 IR T ENARAT ol AR SRR DR B 22 /D54
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All business of our company is collected and paid through bank channel, without any
cash transaction. Payments are made through the online banking system of the company's
primary account, and bank receipts are printed and retained as supporting documents for at
least five years. These transactions are monitored by both the bank and national tax
authorities, and the company undergoes an annual financial audit.

The company retains copies of supplier business licenses, mining certificate, and other
qualification verification documents. We also keep records such as supplier due diligence
forms, weight slips for each batch, original moisture measurement records, original testing
records, test reports, and settlement documents, all of which are preserved for more than
five years.

On October 15, 2024, the compliance investigation team held a meeting and discussed
the company's due diligence policy and the implementation of supplier due diligence

activities in  2024. The members of the compliance team attended this meeting.

12
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1. 3 B AERHEN R ik &
1.3 Establish an internal supply chain traceability system
HENEEFTIEHHA R Traceability system of supply chain
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According to the requirements of the LBMA responsible silver guide, the
company has developed a supply chain traceability system that collects and saves the
information provided by all suppliers in the process of business, including business
confirmation, contract review form, contract text, transportation, weight and
inspection reports, production date, warehousing time, ways of settlement, etc.

According to all records retained, it is possible to complete the purchase contract

of each batch of products from finished product to raw material, from raw material to
finished product, and can trace back to each supplier according to the contents of
thecontract, including precious metal type, purchase weight, analysis report and

related due diligence documents, etc.

#:3C% Maintaining records
WRIE A7 (ERENMERPIAAECR) , Ira SN EARKI TR, AR IHE
A MR S SRR, fllids. AL E S RAT TR
ko
According to the company's Silver Supply Chain Due Diligence Policy, all
relevant information related to suppliers, including due diligence documents, risk
assessment forms, compliance documents, contract texts, test records, incoming and
outgoing records, etc., are kept for more than five years.

13
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E#MER Compliance Officer
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The company has designated Pen Qiang from the Enterprise Management
Department as the Compliance Officer, he is responsible for all matters related to
supply chain due diligence management. In particular, it includes reviewing supply
chain due diligence, assessing the adequacy of the due diligence, and, when necessary,
collecting additional documents or information to ensure appropriate measures are
taken for high-risk supply chains or transactions. Pen Qiang is also responsible for
employee training on responsible supply chains, developing and updating supply
chain policies, and providing senior management with appropriate information to

fulfill their duties.

1. 438 5 B4R HLRI RS I AT IR

1.4 Strengthen company engagement with silver-supplying counterparties

SR B AT A A, g5 N BRI AR R RV RS . 1D DA A A 2
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When signing the contract with the suppliers of silver material, the business

personnel should request them to obey following requirements: 1)Clearly state in the

14
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form of the contract terms that the raw material supply chain shall comply with the
requirements of OECD; or 2)in accordance with the requirements of LBMA, Sign the
Letter of Undertaking; or 3) ensure that the raw material supply chain complies with the
OECD requirements by using any other written form. The business personnel need to
ensure that all suppliers of silver material understand and comply with the management
requirements, policies and required commitments of LBMA. Ensure that all suppliers of
silver materials undertake in writing that there are no serious human rights violations
related to mineral mining, transportation, or trade, no direct or indirect support to
non-state armed organizations, no direct or indirect support to public or private security
forces, no bribery or concealment of the true origin of minerals, and no participation in
high-risk activities such as money laundering.

The 34 suppliers in the audit year have signed the relevant commitment letter, the
other four issued the annual report commitment to comply with the OECD requirements

and no high-risk behavior listed by OECD in the supply chain.
P FEESFEITIRAR SR BOR AN CRAEIE B AT 31Xl )

The Company complies with the relevant policies of EITI', such as the Extractive

Industries Transparency Initiative.

1.5 BIAHLE BRI

1.5 Establish a confidential grievance mechanism

NS T HRRHLE] . SN ERFE N aiang. pen@nanfangmetal. com, i it
M EEHE LU . 0778—7900866. Jf H. H R HIL AL 5 HRARER W A mb 22 1 (3t L e i3k AT
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HRIERE :  H Al B AR A7 57 E S A TRAE YR (10 Bk DU AR S AR ER . Wi B Uk
Ja, A BEERAE A AR H YRR 1 H R AR BEAT I B RE . SRR
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A appeal mechanism has been established and the compliance team can be reached out
to by writing an e-mail to the address of giang.pen@nanfangmetal.com, or calling audit and
supervision department’s telephone: 0778 — 7900866.In addition, the complaint
mechanism has made necessary communication to suppliers in the procurement process of
silver materials, and internal and external stakeholders can anonymously report the
violations in the process of silver transaction.

The process of appeal: The enterprise management department is responsible for
leading the handling of complaint received through this channel and related matters. After
receiving a appeal, the enterprise management department will investigate the content of
the complaint within five working days and make a determination: reject the appeal or
accept the appeal. For appeals verified as valid through the investigation, the enterprise
management department will determine a resolution within fifteen working days,
communicating with relevant stakeholders when necessary to identify corrective actions
and implement improvements. If the appeal meets the criteria but the issue raised does not
exist or has already been resolved, no corrective or improvement measures are required.If
the conditions for an appeal are met but the problem does not exist or has been resolved, no

corrective or improvement measures will be taken. All appeal information received by the
16
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company will be securely stored by a designated officer in the enterprise management
department. Disclosure to personnel outside the department is prohibited without the
approval of the department head. When handling appeals, the company will adhere to the
principles of factual accuracy, procedural compliance, confidentiality, and timeliness to
protect the legitimate rights and interests of the appellant. The company will strictly
safeguard the appellant’s information and pledges not to retaliate in any form against the
appellant for filing an appeal. In cases where a breach of confidentiality causes harm to the
appellant’s interests, the company may impose disciplinary actions or refer the matter to
judicial authorities as appropriate.

The scope of appeals includes comments, suggestions or complaints from any internal
or external stakeholders regarding issues such as human rights violations, conflict
facilitation, governance, environmental protection and occupational health and safety,
adverse ESG factors in the mining, trade, processing and export of materials covered by the
company's products as outlined in the policy.

In 2024, the company's designated department did not receive any external appeals.
However, there were 22 internal appeals, including: 4 related to logistical and welfare
issues, 8 concerning enterprise management issues, and 10 regarding company policy and

regulation issues. All of these appeals have been resolved and closed.

25 RBINIPPAL BN XS

Step 2: Identify and assess risks in the supply chain

S

PAVE TG 20 PRIAIVPAG LR XU

We have fully complied with step 2: Identify and assess risks in the supply chain.

O] R I ST LBMA AR DTAEFR R 5 o0 “ O NIRRT B EDSKR,
FE 1 e AU AL S B PR P SE At IR PR ORIV U e 1 A BRRE 7, 78 70 o (It i
Hh R XU HEAT IR APl

The company strictly complies with the requirements of the of Step 2 Identification
17
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and Assessment of Supply Chain Risks in the LBMA Responsible Silver Guidance. It has
established criteria for determining high-risk supply chains and has defined procedures for

addressing identified risks, adequately identify and assess risks in the supply chain.

2.1 PR E AR AL SR i XU B

2.1 Identify Risks in the Silver Supply Chain
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The company has two sources of silver, one is the purchase of raw materials such as
lead concentrate, lead-antimony concentrate, polymetallic ore, zinc oxide leaching residue,
sulfide filter cake, sulfur concentrate, copper concentrate, and silver concentrate); and the
second is silver-containing materials transferred within the group company, including
rotating top-blown furnace slag and white fume leaching residue transferred from Guangxi
Nanko Copper Company Limited, as well as lead-silver slag, waste anode plates,
multi-hearth furnace bag oxygen powder, smelting furnace oxygen powder, oxygen
pressure leaching lead-silver slag, medium-zinc high-silver water slag, and sulfur

concentrate transferred from Nandan Nanfang Nonferrous Metals Company Limited. The
18
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raw material for Guangxi Nanko Copper Company Limited is copper concentrate, sourced
from countries such as China, Peru, Chile, the Democratic Republic of Congo (it has been
verified as low risk through on-site assessment by a third party), Brazil, Mexico, Australia,
Turkey, and the United States. The raw material for Nandan Nanfang Nonferrous Metals
Company Limited is zinc concentrate, sourced from countries such as China, Australia,
Peru, the United States, Bolivia, Eritrea (it has been verified as low risk through on-site
assessment by a third party), Mexico, Turkey, Brazil, and Canada. Both companies passed
the LME annual audit in 2024, the source of raw materials is stable, and there is no
situation that triggers high risk warning signals.

The company identifies relevant risks in accordance with the OECD Due Diligence
Guidance and closely focus on silver which from human rights violations, armed conflicts,

as well as activities such as money laundering and terrorist financing.

HNTEE SIS  Collection of suppliers’ information
FES QNI AR AT, JFURME N BB A7 57 AR [ Py A L e 45 S AN 1) 3 T A 55 Bk,
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Before collaborating with suppliers, the Domestic Material Supply Department is
responsible for collecting information and questionnaires from domestic suppliers, while
the Finance Department handles the collection of supplier information and questionnaires
for imported raw materials from abroad. For domestic suppliers of lead concentrate, silver
concentrate, lead-antimony ore, and other silver raw materials, we require them to provide
business licenses, mining permits, and other documents to verify their legality. For

suppliers of imported raw materials, we request relevant legal business certifications. Both
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the Domestic Material Supply Department and the Finance Department conduct
compliance investigations on suppliers by sending out questionnaires to gather relevant
information and documents, including the supplier's basic information, business activities,

management structure, financial details, and responsible silver supply chain practices.

BEMI R XK IR Risk identification for suppliers

CEAR AR B R PUR A M) TR T AR BRI, a7 SR
R = BRI A AR, sl (LR R AR ) R R AR, A E R
B AL RURL AR U: =T T o FEREATAE 5 11, R 7 350 55 438 o s ik
A7 R TEA o A7 B XS B4 S AR RIS T 80 izt 32 R 5 i A BB 32 4= 90
R X Cln s XU AR 1 X B AU 2 RSB X PRI B, S5 5 [ 22 P 2 i
Hoork, Hlden GEE. RE. B, B E RARCHIEZ ) - A EABCES &
F RIP BRI ZENN . ST SR AR (FATF) R AR oG 3R
7 W [ BRVS R AE B, 2B TR R 1502 4. WSS R R IE MR iE S, &
T e AR B 4 v/ 9 3 v AR R A XS [ 5%/t DX T SE T I A A DA G RRBE
CAHRAS# 5o LR AU ELAE: BER B sl R AR S 5k, JUTR. R HAt
RSB R BN RN B W B2 A BT AN NBUATEA XA AR
BHL _E i 2 A AR v XU P VT 31 o RE IR, 32 B2 507 T AN AT RA™ (ASMD
M KBUBRA™ (LS

N EIRPPHIRRHEAE T — 2R B A LERT T2 SR IS ) T Ay v IR 3 7
BRI GRS B A FORE BRI, S ALK IS I B R AR 55 A5 A R
EAR AR, AR B AR F S RIS BB AL w12 XU B A XU
T, FEAE— € I A] N SE Bt BT A AR HR I AT, R AR B AR AR S XU ek 22 A B
{80 EE RE R 55

The Silver Supply Chain Due Diligence Regulations defines supplier risk identification
methods, covering all risks of silver materials from origin to refineries. Through the

Supplier Due Diligence questionnaire, risks are identified in three areas: location risk,
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supplier risk, and material risk. Before engaging in transactions, the Domestic Material
Supply Department needs to conduct a risk assessment of the supplier. Location risk
includes silver-containing materials originating from or transported through regions
affected by war or human rights violations (for detailed information on high-risk regions or
areas with human rights violations, refer to United Nations Security Council sanctions
documents, sanctions lists (US, UK, EU, UN, and related sanctions lists), the Office of the
United Nations High Commissioner for Human Rights or equivalent agency, the report of
Financial Action Task Force (FATF), the Heidelberg Conflict Barometer, the Transparency
International Corruption Perceptions Index, Section 1502 of Dodd-Frank Act, the Fragile
States Index or similar index, reliable market intelligence on high-risk gold centers/transfer
centers and high money-laundering-risk countries/regions, and the EU CAHRAS list.
Supplier risk includes: the supplier or its upstream companies being involved in money
laundering, criminal activities, corruption, or other high-risk matters; the supplier, its
upstream companies, or beneficial owners is a political public figure; the supplier or its
upstream companies actively engaging in high-risk business activities. Material risk
primarily focuses on whether the material is sourced from artisanal and small-scale mining
(ASM) or large-scale mining (LSM).

When any of the above criteria exists objectively, the silver supply chain is judged to
be a high-risk supply chain. The department's compliance officer must promptly prepare the
necessary information and report it to the compliance supervisor. The compliance
supervisor will then gather and organize the relevant information and materials, submitting
them to the compliance director. The compliance director will report to the company's
senior management and upon receiving authorization, will approve the risk level of the
high-risk supply chain. All enhanced due diligence measures must be implemented within a
certain period of time, and corresponding countermeasures should be taken in accordance

with the Silver Supply Chain Risk Mitigation Management Measures.

LR G KBS PP Risk assessment in the supply chain
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The identification method includes: 1) Establish the supply chain customer files with
the help of the LBMA questionnaire, including: enterprise name, legal representative,
address, contact information, production mode, operation mode, transaction contract, etc.; 2)
Regularly check and evaluate the existing supply chain customers with the help of the
LBMA supply chain assessment form. If there are new or changed customers, their files
should be timely updated to keep the archives database up to date; 3) Uses the documents,
data or information provided by the government judicial publicity platform and the
third-party commercial information inquiry platform to verify its identity, identify every
customer, enterprise and enterprise income owner,

and determine that every customer, enterprise and enterprise income owner in the
supply chain is not on any government's money laundering, fraud or terrorism wanted list.
Regularly obtain details of commercial and financial aspects of supply chain customers,
silver trading purposes and business operations of supply chain customers.
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Before establishing a business relationship with the supplier, the business department
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needs to conduct a separate risk assessment on each supplier according to the results of the
supply chain risk identification, fill in the risk assessment form, signed by the relevant
Compliance Officer, and finally approved by the Compliance Director. There are two kinds
of risk assessment results, high risk and non-high risk.

For high-risk suppliers, we will stop trading, seal all products and conduct due
diligence immediately. Field visit or visit the high-risk supply chain, verify whether the
supply chain due diligence result documents are true, and issue the site audit report after the

investigation.

%% 5 W53 Monitoring of transactions
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Our company has established a transaction monitoring and control procedure to
supervise the transaction risks of the silver supply chain. We require suppliers to provide
documents for each parcel of raw materials, including waybill/bill of lading, weight
information, assay information, invoice, payment information and origin information. The
Audit and Inspection Department verifies the corresponding information provided one by
one according to the actual tested weight and assay from our refinery. The Financial
Management Department and Domestic Material Supply Department verifies the freight
documents and origin according to the actual shipping information, and the Finance
Department verifies the invoice and payment information to ensure that the contents of the
documents provided by each supplier are true and accurate. In case of noncompliance

with the transaction procedures, the department Compliance Officer need to review these
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transactions and report the results to the Compliance Director. There is no conformity to the

transaction monitoring control in this audit year.

MEIN{REF B Additional assurance statement

v w] il E 1 CERARBER B R IPUR A EGR) LU CEARAEN B8 R IPUH &8 B ME)
BRI E, A LU A AR BN EE i) 2 7 A AE R 55 S 15 T -
Hrl iy 557 TR R R AR, ARREART (hie NRITAE 557 3h1%)

(P NRGGEATE Ry ) (e NRILAE AN NG BRE) &, S A L%

WHshaRE, WA TAER VR T AR, HFrpfra R TRE B i 1 H A

fr &, M xFE W FZ L
https://www. nanfangmetal. com/content/?486. html. [A]H} & A HARALN 5 F AT A
A B UK 2OR, EHAE PR AL AR T ORI T I8 55 s s, IRl N
FTAEB I E V7« PR R B3 AT A U5 IR L o B AR 35 S5 i A JC 9 18 57 B Y
fit. R, WA SR A B3 A] DR A AR S B F 28 ) 3 T 9 e 55 3 (A 15
Do

Both the Silver Supply Chain Due Diligence Policy and the Silver Supply Chain Due
Diligence Management Measures formulated by our company are clearly stipulated that our
company and all of the companies in the silver supply chain have no forced labor situation.
We abide by the laws and regulations related to the protection of labor rights and interests,
including but not limited to the labor law of the People's Republic of China, the civil code
of the People's Republic of China, the personal information protection law of the People's
Republic of China, etc. We signed labor contracts with all employees to ensure that all
work is voluntary and provide good welfare benefits to all of them, please refer to:
https://www.nanfangmetal.com/content/?486.html At the same time, all

companies in the silver supply chain have been informed of this requirement, so that

they can ensure that there is no forced labor in the letter of undertaking they provided.
Through site visits, survey interviews with suppliers’ employees and review of human

rights reports we can also confirm that there is no forced labor in the supply chain. Here, we
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can declare responsibly that neither our company nor any of the companies in the silver

supply chain have forced labor.

R EE R EVCHR Report risk assessment to the designated manager
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The company's compliance director submits an annual silver supply chain due
diligence risk assessment report to the company's senior management. Company executives
have the ultimate control and the highest responsibility for the silver supply chain. Senior
executives carefully select and supervise compliance director and give him the necessary
authority to perform his duties. Under executive authority, the company's compliance
director approves each new supply chain rated as high risk and decides annually whether to

continue business relations with it.

2. 3 &F5F R X R AL R R BRI B

2.3 Enhance due diligence measures for high-risk supply chains
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Upon evaluation, if a supplier is found to have any of the aforementioned risk factors,
the company will verify that supplier as a high-risk supplier. For high-risk suppliers, the
company's due diligence team will conduct enhanced due diligence, which includes on-site
investigation and further verification of the due diligence results. Until the high-risk issues
are resolved, the company will not establish any cooperative relationship with the supplier.
Only after confirming the absence of such high-risk issues will the company proceed with
normal business cooperation.

Enhanced Due Diligence (EDD):

When the company identifies high-risk supply chains during due diligence, it shall
conduct Enhanced Due Diligence (EDD) management in accordance with the Silver
Guide requirements. The due diligence measures include, but are not limited to:

1. Verifying the authenticity of KY'S (Know Your Supplier) records.

2.Conducting EDD before any transaction occurs, or at least within six months of
establishing a business relationship.

3.Focusing on investigating financing risks and specific supply chain due diligence
findings.

4.Assigning personnel or independent third-party consultants with no conflicts of interest
and appropriate expertise to perform the due diligence.

5.Ensuring that personnel conducting on-site visits truthfully and accurately report their
findings.

6.Consulting relevant internal and external stakeholders, where applicable.After on-site
inspections, an on-site visit report shall be prepared using the company’s standardized

template.
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7.Taking follow-up actions based on the number and severity of identified issues, and it
will be recorded in the improvement plan.

The EDD measures for high-risk Large-Scale Mining (LSM) silver supply chains shall
include, but are not limited to:
1. Conduct proportional KYS activities for every company in the conflict-affected
high-risk supply chain—from mine to refinery(including silver producers, intermediaries,
traders, exporters, and transporters.)
2. Evaluate the nature of public or private security services provided in mining areas and
across the supply chain.
3. Assess risks related to:Militarization of mining zones and transport routes direct or
indirect support to illegal non-state armed groups or public/private security forces.
4. Review and identify risks of serious human rights abuses by any party in Mining areas,
transport routes,Silver trading and/or export processes.
5. Estimate the number of ASM miners (if applicable) based on producer concessions and:
a. Verify their legal ASM status
b. Assess risks of unknowingly incorporating third-party conflict silver into the producer’s
operations
c. Examine producer-ASM relationships to identify conflicts or tensions.
6. Require self-declarations confirming compliance with tax and royalty obligations.
7. Evaluate payments or compensation made to government agencies, officials, security
forces, or armed groups at all supply chain stages (unless prohibited by law).
8. Assess adherence to environmental, health, and safety (EHS) standards,labor and
community rights,business integrity laws, policies, and best practices.

The EDD measures for high-risk Small-Scale Mining (ASM) silver supply chains shall
include, but are not limited to:
1.Conduct proportional KYS activities for every company in the conflict-affected high-risk
supply chain—from ore processors or silver aggregators to the company(including

cooperatives, traders, exporters, and transporters.)
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2.Gather information on government, political, or military affiliations of ASM suppliers.
3.Collect evidence regarding serious human rights abuses committed by any party in
mining areas, transport routes,silver trading and/or export processes.
4.Evaluate risks related to militarization of mining zones and transport routes direct or
indirect support to illegal non-state armed groups or public/private security forces.
5.Examine any conflicts or  tensions between large-scale mining
(LSM) and ASM operations.
6.Assess risks, suspicions, or reports of unknowingly introducing silver from undisclosed
sources into the supply chain,misrepresentation of silver origins.
7.Evaluate mercury storage, handling, and usage practices,impacts on the environment and
worker health.
8.Assess the adequacy of additional ESG risk mitigation measures related to issues
identified during initial due diligence.
9.Evaluate payments or compensation made to government agencies, officials, security
forces, or armed groups at all supply chain stages (unless prohibited by law).

The EDD measures for high-risk recycled silver sourced from intermediate
refiners shall include, but are not limited to, the following:
1.Obtain an independent assurance report on the intermediate refiner's responsible sourcing
practices, ensuring compliance with applicable standards and providing necessary
explanations. The assurance process shall:
a. Include an assessment of adherence to the OECD Responsible Sourcing Program;
b. Be commissioned and completed by the intermediate refiner prior to establishing a new
business relationship.
2.Verify the identity of the intermediate refiner's Ultimate Beneficial Owner (UBO).
3.Refiners indirectly sourcing silver from intermediate refiners (e.g. through traders) shall:
a. Exercise best efforts to identify the intermediate refiner and review its due diligence to
determine whether red flags have been or should reasonably have been detected in its

supply chain;
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b.If high risks are identified per the OECD Due Diligence Guidance, the company
shall audit the intermediate refiner’s due diligence process against the OECD Responsible
Sourcing Program;

c.If the intermediate refiner’s due diligence practices are unaudited or if the audit
reveals unresolved high-risk non-compliance, implement a risk mitigation strategy;

d. If no high risks are found, no additional due diligence is required for the material;

e. If the intermediate refiner cannot be identified, initiate a risk management procedure.

The EDD measures for high-risk recycled silver from other sources shall include, but
are not limited to, the following:
1.Verify government watchlist information for all entities involved in the supply chain from
the silver supplier to the refinery (including transporters) located in high-risk regions for
recycled silver.
2.Conduct interviews with selected management and on-site personnel to identify and
validate supply chain due diligence practices,review procurement, anti-money laundering
(AML), and counter-terrorism financing (CTF) procedures.
3.Evaluate whether the silver supplier’s due diligence capabilities are proportionate to the
identified risks.
4.Assess the appropriateness of the supplier’s risk classification methods.
5.Examine the supplier’s due diligence records on the basis of ensuring the confidentiality
of business information to confirm compliance with its supply chain due diligence policies.
6.Assess the supplier’s on-site inspection methods for high-risk supply chains on the basis
of ensuring the confidentiality of business information.

During the audit year, the main sources of domestic raw materials for mineral silver
procurement are from Guangxi, Yunnan and Sichuan province. The main foreign sources
are from South America, North America, Australia and the European Union. We have
completed the due diligence of 34 mineral silver suppliers, of which 25 are from domestic
and 9 are outside of mainland China. In addition, we conducted on-site investigation to all

suppliers in mainland China. According to the results of risk assessment, all 34 suppliers
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are non-high-risk suppliers

For the supply chain of silver-containing materials from Turkey and Bolivia and
Bulgaria with high risk countries/regions, we have conducted additional enhanced due
diligence which contains ESG related works such as safety and health policy of mine
employees, code of ethics and business conduct, social responsibility and environmental
protection system. We also kept a remote audit and found no high-risk behavior. After an
assessment by the Compliance Director, the suppliers from this region was determined to

be low risk.

SB35 IR XU ST i SR

Step 3: Design and implement a management system to respond to the
identified risks

A #MPEHH: Compliance statement:

WAVTEFFEH =0 Vvt ASEE — U BE SN N6 2R ) XU .

We have fully complied with step 3: design and implement a management strategy to
address identified risks.

TEARBEAL Ty I G AR = =560 P SN2 7o PR DAty A TG UL I, ] 4 52 AL 7
SRAFEIERE, AES R Iz D0 AR & BORIIEAT 5638, B0 U At N i S A AT ]
R AAR R, FWEATEL, THEREEEPRA L.

FE RS AL Gy I i RS . S5 AR FHE I R B A I, A BT LAy XU 38 122 3t 2 e T
REAR Jyrh RS BE N R, VA BRI E S5 21, Eie 5zt &1, JFRA R EER
K, B0 E 2 AR R AR PN, PR 4 SR AT AL B . PP A 45 R b AU I
e 5N S 1E, RN RREREL . FERUE R, N B oz XU
T, MRS, VKBRS 5y, WS A AN B EOR B Tk b XU, W & e 15 1k 5 %
PER P S A

152 1052 5 J 1 IR, = S0 A I e ) A DAy v LRS- B 5 4 7 i - A P A O v DXL
HH, WMEIE S AR, BIRM RS Aom RS IUE Rk e & i/ EF K, maile
/AT I N P A
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To mitigate risk while continuing trading: when the supplier's assessment is at low risk,
we continue to obtain silver raw materials from the supplier, gradually improve its
investigation data in the process of cooperation, and gradually assist suppliers to establish
their due diligence system. Help them to establish and improve risk control deficiencies.

Mitigation of risk when suspending transactions: when working with a low-risk
supplier, it is found that the possible risk causes the supplier to become a medium-risk
supplier, suspend cooperation with the supplier without a definite result, and investigate the
suspicious risk until the risk is identified as a low-risk supplier, and then deal with the
result. When the assessment is medium risk, suspending cooperation with the supplier
while isolating incoming materials. Within the specified time limit, the supplier corrects the
risk item, if it removes the risk, we will resume the transaction, if the rectification fails to
meet the requirements or cannot relieve the risk, we will finally stop cooperating with the
supplier.

Stop transaction and break away risk: if a supplier is assessed as high-risk or if
high-risk issues are identified during collaboration,we will stop cooperation with it, The
assessment report and high-risk issues will be reported to the Compliance

Director/Chairman, who will approve the disqualification of the supplier.

ENFBEMERGIEY: Quantitative tools and performance evaluation:

R LRI R 2R B IMED) i R A 45 R TICAR:,  H
TIAFAE A TT B, R B2 A w] AR AL E B TR)YE B A R T BB % H A ) S50t 5K
W, Fm] R 4R 2 AL AR SRR R R A R} R R N B R R B IR AT I R AN e
A NERE AN, VAR B E EEt . IR, RICABIAT AT RE
PEAR e, SR EPRE LRI (R WAL TR S AR AR, B A B o e 8 UE W HLAIR
PURSE o

FER A AR REN, R T VRS BT (RN R R U B TR AN, RATIEXS B A v K
Wi AR L S RS R EAT 1 SEM B SE, IR0 B DT IR AR, AT ITA LR
RS o
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According to the Silver Supply Chain Risk Mitigation Management Method, if the
results of due diligence are at low risk, but there is still a slight nonconformity, as long as
that company has adopted a clear performance target improvement strategy within the
specified time range, we will continue to obtain silver raw materials from it. If the due
diligence submission of the silver supply chain is incomplete or unwilling to cooperate,
there is a high risk of money laundering, terrorist financing, fulling conflict and human
rights violations. We will immediately stop obtaining silver raw materials from them until
other information or data can prove their low risk.

During the reporting audit year, in addition to reviewing all supplier due diligence data,
we conducted site visits to all suppliers in mainland China and conducted survey interviews

with their employees, all suppliers are low risk.

EREIIE SEr s Regular reassessment and continuous monitoring:

B JFURER A A T TSR BEN R (5 B T A AR S 0, SRR A8 )y A RO F AT 46
JEAE R SR IR A A RS , DLOGE R R kSRS 1E - R B— ik BAR JEURHE I8 %
/NN VG B e uw s (E SN I i W S AR

The raw material purchasing department collects all changes in supplier information
each year, continuously monitors transaction results and conducts annual supply chain due
diligence reassessment to determine whether to continue to cooperate. Each batch of silver
raw materials purchased is monitored by the company's internal process during

transportation, warehousing, production and payment.

SR Periodic reports:

JoF 5558/ JEORHE R A B G B4R () S R IR TR AT — 3 DA AR 1, XS AR AR
7 7 P R R R R OB ATHEAT B, A % 0 R L B (AR S5 G T M . R
PR TR T B0 R ARSI SRS TEPIR L A S il v R it Jg S e s - &
S H % 58 RS 1) m] FE TR R

AE20244F 12 31 H, FATILTHTE R T Ira 34 540 B v S BRI A SR () B8 A,
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The officer of Finance Department and Domestic Material Supply Department submit
an annual assessment report to the Compliance Director to summarize the operation of the
silver supplier due diligence management system during this year. This report includes
relevant statistics on high-risk supply chains, the status of counterparties and risk mitigation
strategies under risk mitigation strategy, and progress and effectiveness reports on
improvement plans. After reviewing the report, the Compliance Director presents it to the
company's Chairman.

As of December 31, 2024, we have completed the updating of due diligence
documents for all 34 suppliers and submitted the assessment report to the Compliance

Director, who has reviewed the report and reported it to the Chairman.

Fap: ZHMSLWE=J

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

&3 : Compliance statement:

TAVE TSR D . ZHIRSL R =7 % 1t

We have fully complied with Part 4: Arrange for an independent third-party audit of
the supply chain due diligence

BT T DH2024 4E3 ), AAERBECE KA. HitkE O bR A
B 5 W i https://www.nanfangmetal.com. AR 55 8 TH ) AR 4k S b 4R GIE (b
3O BMRAFFATIREH T (GEAIEH D) , AFEEKHITHHZSRISAE3000 Hbx
HEAAT .

The last audit was conducted in March 2024 , all identified problems have been
resolved, and the audit report has been uploaded to the official website of our company
https://www.nanfangmetal.com.This year we will continue to invite Bureau Veritas

(Beijing) to supervise the audit, an audit for this year will be conducted in accordance with

the ISAE3000 standards.
35


http://www.nanfangmetal.com/content/?449.html

C&;P JHEEAE TS RARAEH

Guangxi Nandan Nanfang Metal Company Limited
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Step 5: Report on supply chain due diligence

A #FEHH: Compliance statement:

AT aH D VR IPUA &R

We have fully complied with part 5: Report on supply chain due diligence.

FATH AR PNV BEBOR A 1A AT st A N B R IO S EOR . . J R
A, PAFFELBMA S STAT HARTE B ke 8 EOR I B 245 B BARA™Y,  ZBUR
T AR AT 7RI T /A 7 W36 B8 B https:/www.nanfangmetal.com

Our silver supply chain policy lists additional information and specific details on how
to implement supply chain due diligence policies, procedures, processes and controls to
meet the specific requirements in the LBMA Responsible Silver Guidance, which together
with  our report can be found on the company  websites as
follows:https://www.nanfangmetal.com

=84 Part m

54 Conclusion

B FE 2518 Management conclusion

PAEAUE20244F 12 A 31 H G FER T, SCE T AR AR S0 2T
JUAEANE],  PART S LBMA S STAT A AR $i5 B TR E HO K

PV Tk, FFRe € WX AR BN PTa A IR idE 47 i . FF 4t
T ELBMA $1 54T F 8R4 F R 2K

We implemented effective management systems, procedures, processes and time in

our annual report as of December 31, 2024 to meet the requirements of the LBMA

Responsible Silver Guidance.

We are committed to continuous improvement and will regularly monitor all
corrective actions found internally. Continuously meet the requirements of the LBMA

Responsible Silver Guidance.
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HAh Other report comments
WA R TT R R A (B AR ) A I A R ), T A
giang.pen@nanfangmetal.comk 2 A

If the parties have any objection to our Compliance Report or any suggestions for

feedback, please contact us by email with the address qiang.pen@nanfangmetal.com.
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