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Management System for LBMA's Responsible Silver Supply Chain Due Diligence
1 March 2020 Published                          1 March 2020　Implemented

Jiangxi Hefeng Environmental Protection and Technology Co., Ltd.

LBMA-S-202001
Silver supply chain due diligence policy
Jiangxi Hefeng Environmental Protection and Technology Co., Ltd. strictly abides by the LBMA Responsible Silver Guide, and in accordance with its requirements to establish a Silver supply chain due diligence management system, and promote the Silver supply chain due diligence work to ensure that the Silver supply chain in line with the LBMA Responsible Silver Guide requirements. We will strictly prohibit the supply chain from:
1. Human rights violations, including the use of child labour, torture, inhuman and degrading treatment, widespread use of violence or other serious anti-human rights forced labour, war crimes, crimes against humanity or genocide;
2. To provide direct or indirect support to illegal armed groups or to public or private security forces that illegally control mining areas, dealers, other intermediaries, transport routes through the supply chain, or to illegally tax or extort money or minerals throughout the supply chain ("illegal armed groups, public or private security forces;
3. Cover up the origin of Silver through bribery or fraud;
4. To comply with government requirements for the extraction, trade and export of minerals from conflict-affected and high-risk areas;
5. Money laundering or terrorist financing;
6. Funding conflicts;
7. Engaged in high-risk businesses such as weapons, gambling, antiques and art, sects and their leaders;
8. Beneficiaries are politically sensitive or wanted persons;
If such behavior is found in the supply chain, we will take steps to isolate the purchased product and immediately suspend or discontinue any transactions with the supplier.
We commit to protect environment, assess environmental impact and improve the environmental performance in supply chains.
We regularly assess supply chain risks in accordance with management system requirements, establish supplier due diligence management files, and ensure that the supply chain continues to comply with the requirements of the LBMA Responsible Silver Guide.
                                            General Manager：           

                                        Date：           

1 SCOPE
This standard defines the responsibilities and methods of management activities in the process of Silver supply chain management of Jiangxi Hefeng Environmental Protection and Technology Co., Ltd.
This standard applies to Jiangxi Hefeng Environmental Protection and Technology Co., Ltd. and all Silver suppliers, Silver-related partners (including Silver producers, middlemen, Silver dealers, exporters and transporters) that have Silver trading and Silver processing with Jiangxi Hefeng Environmental Protection and Technology Co., Ltd.
2 THE REFERENCE DOCUMENTS
LBMA Responsible Silver Guide
3 DEFINITION
Silver supply chain: suppliers of Silver-containing materials for the production of Silver such as recycled Silver supplied to the company, as well as customers for the sale of Silver products.
4 MANAGEMENT STRUCTURE AND RESPOSIBILITY
4.1 Jiangxi Hefeng Environmental Protection and Technology Co., Ltd. for the Silver supply chain due diligence set up a dedicated management team, the organizational structure is as follows:
Management structure for Silver supply chain
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4.2 Responsibility:
4.2.1 Compliance Director
Mr. Rao Zemin, Deputy General Manager authorized by Jiangxi Hefeng Environmental Protection and Technology Co., Ltd. is responsible for approving the signing of cooperation contracts with suppliers (including whether or not to cooperate with high-risk suppliers) and for reviewing and approving suppliers according to our raw material procurement policy and the company's production, finance and sales situation. In accordance with the LBMA responsible Silver guide document, senior managers to train the relevant staff, so that the relevant person in charge of a clear understanding of the purpose and significance of the system, understand their responsibilities in the implementation of due diligence policy, and half a year to organize training to revisit the relevant content.
4.2.2 Compliance Manager
Assist senior management in full responsibility for Silver supply chain due diligence, take responsibility for all matters in the Silver supply chain, and ensure that appropriate measures are taken and risk assessment reports are submitted in high-risk supply chains or transactions. It is also obliged to train in the responsible supply chain, draft and update Silver supply chain policies, and provide accurate information for senior managers to perform their responsibilities.
（1）The right to monitor the Silver supply chain due diligence process and to assess the due diligence and, if necessary, to request additional documentation or information.
（2）If there is a high-risk supply chain or transaction, it is necessary to report to the highest management in a timely manner.
（3）Regularly train employees on Silver supply chain rules, draft and update Silver supply chain rules, and provide accurate information for senior management to perform their duties.
（4）Conduct on-site surveys of key customers at least once a year;
（5） Assist and encourage Silver raw material suppliers and Silver trading customers to commit to compliance with Silver supply chain due diligence rules;
（6）In the event of an anomaly, report it to the senior management in a timely manner.
4.2.3 The Business Department including raw materials purchase is responsible for the procurement of raw materials, ensuring the long-term stability and safety of the supply of Silver raw materials, and refuses to cooperate with relevant enterprises, organizations or countries in high-risk areas.
4.2.4 The inspection department weighs and tests the raw materials containing Silver, the production department is responsible for the entry and exit records of raw materials, weighs and marks the output Silver ingots, organizes the input production and does a good job of feeding the material records and output Silver ingot records, adopts a closed process in the production process to ensure the safety and traceability of the Silver production and processing.
4.2.5 The inspection department ensures the accuracy of the Silver purity test.
4.2.6 The production department is responsible for working closely with the business department to ensure the accuracy of the receipt of Silver-containing raw materials, the business department is responsible for the number of Silver before the sale of statistics, to ensure the safety of Silver physical factory.
4.2.7 The finance department is required to confirm the identity of the deliverer and, in the course of the transaction, to use a monitoring mechanism to ensure the security of the transaction and to ensure that the company is not involved in terrorist financing.
5 MANAGEMENT SYSTEM
5.1 Develop and publish the Company's due diligence policy on LBMA's responsible Silver supply chain.
5.1.1 The company's announcement on LBMA responsible Silver, informed supply chain partners strictly obay the company's Silver supply chain management system, and openly receive the supervision of all sectors of society and employees throughout the company.
5.1.2 The Company's Silver raw material procurement commitments, commitment to comply with the LBMA Responsible Silver Guide, 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 Program, the Company does not deal with suppliers of Silver raw materials from conflict-affected areas and high-risk areas.
5.2 Due diligence process
5.2.1 Before trading, clearly inform the other party of the Company's responsible Silver supply management policies and requirements.

5.2.2 Ask the supplier to sign a letter of commitment.
5.2.3 Provide due diligence forms to suppliers and customers, as detailed in the due diligence forms, to collect appropriate qualifications and information.

5.2.4 Track, recover, and conduct risk assessments.
5.2.5 Prepare due diligence reports.

5.3 Due diligence
5.3.1 Due diligence suppliers include mineral Silver suppliers, Silver suppliers, recycled Silver suppliers, traders, and transporters.

5.3.2 Due diligence clients include traders, buyers, etc.

5.3.3 Before purchasing or selling transactions occur, understand supply chain procurement and sales of suppliers and customers who are responsible for situations from conflict-affected, high-risk areas, and other risk situations.

5.3.4 Due diligence should include supply chain qualification, identification of origin of Silver raw materials, mining licenses, evidence of violations of human rights, illegal operations, mining capacity data, etc.
5.4 Due diligence measures
5.4.1 Establish supply chain customer files. Includes name, legal entity, address, contact information, operation method, transaction contract, etc.

5.4.2 An annual assessment of the existing supply chain is required, and if there are suppliers or customers, a timely risk assessment is required to meet the requirements of the system before trading can take place.

5.4.3 Determine that there are no money laundering, fraud or terrorist acts in the supply chain.

5.4.4 Regularly obtain information on the business status and transaction purposes of supply chain companies.

5.4.5 For mineral Silver suppliers, the following information is required prior to trading:
a) The information on the origin of Silver
b) Mining license
c) Provide a license to import/export Silver or concentrates
d) Proof of mining information

e) Regular due diligence on mineral and Silver customers
5.4.6 For merchants recovering Silver supply chains, the following information is required prior to trading:

a) Recycled Silver suppliers are required to provide legal business relationships, including proof of origin of recycled Silver, beneficiaries, etc.
b) The company continues to conduct due diligence on customers of recycled Silver
5.5 Risk evaluation criteria
5.5.1 Directly assessed as a high risk level
a) Sources of mineral Silver (including Silver concentrates) or recycled Silver, Silver sales areas passing through or passing through conflict-affected areas or areas at high risk of human rights violations.
b) Mineral Silver comes from a country with known limited reserves, limited resources or limited expected Silver production.
c) Recycled Silver comes from areas known, sold to where Silver is known or suspected to be derived from or passed through conflict-affected areas and at high risk of human rights violations.

d) Other known upstream companies and Silver sales clients of Silver supply traders are located in countries with high money laundering risks. 

e) The supplier, its known upstream companies, and the equity owners in its Silver sales customers who have a significant influence on them are politically sensitive. 

f) Suppliers, their known upstream companies, and Silver sales customers engage in high-risk businesses such as weapons, gaming, antiques and art, sects and their leaders.
g) From, through the high-risk countries and regions, including CFSP declared conflict-torn countries and regions, countries or regions sanctioned by the United Nations, FATF published high-risk countries and regions of money laundering.
5.5.2 Evaluation method: based on the contents of the due diligence questionnaire, combined with the actual receipt of suppliers, customers of the corresponding information, evaluation criteria for each project, and finally determine the risk level.

5.5.3 Action
a) Low risk: Continue trading and reduce risk.
b) Medium risk: Suspend trading until it is reduced to low risk.
Communicate with suppliers to facilitate their designation and implementation of improvement measures, continue trading after 6 months to confirm that the risk meets the requirements, and if supplier refuses to provide relevant legality documentation and corrective reports within 6 months, the Company shall designate them as a high risk supply chain and stop trading with them. The requirements are as follows: 

for large-scale Silver mining, artisanal and small-scale Silver mining, renewable Silver: the use of documents, data and information from trusted independent sources to verify the situation, from mines to refineries, the supply chain of each company (including Silver producers, traders, exporters and transporters) of the revenue owners and government monitoring list information are required to verify.

c) High risk: Stop trading, cut off risk, blacklist it, and not deal with the company for 3 years.
5.6 Silver supply chain due diligence training
5.6.1 Each year, the company trains employees in the Silver supply chain and incorporates the training program into its annual training program.
5.6.2 Employees involved in the Silver supply chain must attend and be confirmed by training check-in.

5.6.3 Use the instruction method, and conduct the assessment.
5.7 Supply chain traceability system
5.7.1 Establish a supply chain traceability system to collect and maintain supply chain information for each refined batch, including assigning a separate reference number to each input and output:
a）Silver products uptrack (finished product - raw materials)
   - Silver-containing material type (mineral Silver/recycled Silver)；

   - Storage weight and analysis report;
   - The date of storage of raw materials and the date of storage of finished products;
b）Silver Products Down Trace (Silver - Customer)
   - Customer information;

   - Trading weight and analysis reports;
   - Release date;
5.8 The retention of records

5.8.1 Maintain adequate supply chain documentation as required by LBMA to demonstrate compliance with appropriate and ongoing due diligence.
5.8.2 Keep records of supply chain traceability systems.
5.8.3 Records are kept for 5 years.
5.9 Silver supply chain violations, accident reporting procedures
5.9.1 If the relevant staff of the company's Silver supply chain finds violations and matters, they shall promptly report to their units, molecular company compliance officers, compliance officers to their units, molecular company in charge of the leadership report, and will find violations, matters and handling recommendations to the company compliance officer in a timely manner, the company compliance officer to the company's Silver supply chain management leadership team leader report.
5.9.2 If systemic or widespread human rights violations relating to Silver extraction, transportation or trade are found, or the supplier provides direct or direct support to illegal non-governmental armed groups, or fraud conceals the origin of Silver or the existence of money-laundering or terrorist financing, the supplier is notified of the termination of the contractual relationship and the relevant salesperson is immediately implemented.
5.9.3 If systematic or widespread human rights violations relating to Silver extraction, transportation or trade are identified, or if suppliers provide direct or indirect support to illegal non-governmental armed groups, or when fraud conceals the origin of Silver or money-laundering or terrorist financing, the transaction is suspended immediately and a special investigation is conducted on supply chain merchants to determine whether to proceed with the transaction in the light of the results of the investigation.
5.10 Silver supply chain trading monitoring
5.10.1 To ensure that the Company's Silver supply chain transactions comply with the LBMA Silver Accountability Guidelines, consistent with the company's risk assessment of supply chain investigations, and to ensure that the company's Silver sources are in compliance and legal, the Company shall obtain relevant information on each batch of raw materials received.
5.10.2 Weight and quality data, transport documents (freight bills, shipping slips, railway tickets, pro forma invoices, etc.), import and export documents, other information available.
5.10.3 In the event of a high-risk transaction during the transaction, the business personnel must ask the customer to verify that the information is true or not, and conduct a transaction background check, which requires an investigation and written findings.
5.10.4 Each year, the Compliance Specialist organizes the implementation of LBMA Responsible Silver's annual internal compliance review, prepares the annual compliance report, and leads the report to the company's LBMA Responsible Silver Supply Chain Management Leadership Group.
5.11 Third-party audit and supervision of the Silver supply chain
5.11.1 Annual third-party audits are conducted by designated accredited third-party auditors to ensure continuous improvement.
5.11.2 For the risks and problems raised by third-party audit institutions in the audit process, involving Silver supply chain management departments and molecular companies, it is necessary to carefully compare the problems and formulate improvement measures, time limits and responsible persons and so on.
5.12 Accountability
5.12.1 If the employees of the relevant departments and molecular companies involved in the Silver supply chain of the company fail to carry out their work in accordance with the requirements of these Provisions, resulting in adverse consequences, they shall be dealt with in accordance with the relevant accountability management regulations of the company in accordance with the serious circumstances.
6 Related documents
《Announcement on LBMA Responsible Silver》

《LBMA Responsible Silver Raw Materials Procurement Statement》

《Notice of appointment of LBMA Responsible Silver Compliance Group》

《Supply chain due diligence form》

《Silver supply chain due diligence risk assessment criteria》

《Silver Supply Chain Due Diligence Risk Assessment Form》



