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Henan Yuguang Gold and Lead Co., Ltd. strictly abides by the
LBMA Responsible Silver Guidance, and establishes a due
diligence management system for the silver supply chain in
accordance with 1its requirements. The Company actively
promotes due diligence in the silver supply chain to ensure that
the silver supply chain meets the requirements of the LBMA
Responsible Silver Guidance. We will strictly prohibit the

following behaviors in the supply chain:
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1. Violation of human rights, including the use of child
labor, torture, inhuman and degrading treatment, widespread
use of violence or other serious forms of forced labor against
human right, war crimes, crimes against humanity or genocide;

2. [ ARE AL A AR el r il BN B AR AR X S S
fb AR IB S R FEEURA N 22 4 B S it B e BRI 9 ST H
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2. Direct or indirect support to illegal armed groups or
to public or private security forces that illegally control
mining areas, dealers, other intermediaries and transportation
routes through the supply chain, or illegal taxation or
extorting money or mineral products throughout the supply chain
( “illegal armed groups, public or private security forces” );

3. I N ER VR B

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

4. NIEREBUNA K B 52 5 L v KU XA R 7 i RS2
5 5 o AR B K

4. Intention to comply with the Government ’ s tax
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requirements for extraction, trade and export of mineral
products from conflict—affected and high-risk areas;

5. Veksu AR

5. Money—laundering or terrorist financing;

6. TP

6. Financing conflicts;

7. WNFEENAEEENS, Glinsds. EE. HEMZEAM. %
TRANFLAT TN 5

7. Engaging in high—-risk businesses, such as arms, gambling,
antiques and works of art, sects and their leaders;

8. X NARBUABURNYISEE N 5

8. The beneficiary is a politically sensitive person or

wanted person;

IR BENEE A A0 EAT D, A TRERBUE I, & ORI
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If the above behaviors are found in the supply chain, we
will take measures to isolate the purchased products and
immediately suspend or interrupt any transactions with the

supplier.
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We will regularly assess supply chain risks according to

the requirements of the management system, establish due

diligence management files for suppliers, and ensure that the

supply chain continuously meets the requirements of the LBMA
Responsible Silver Guidance.
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1 Scope of Application
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This standard is applicable to Henan Yuguang Gold and Lead
Co.,Ltd and all silver suppliers and silver-related partners
(including silver producers, middlemen, silver dealers,
exporters and transporters) that have silver trading and silver

processing with Henan Yuguang Gold and Lead Co.,Ltd
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Organizational Structure
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Henan Yuguang Gold and Lead Co.,Ltd has set up a special

management team for due diligence of silver supply chain. The

organizational structure is as follows:
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The compliance director is the senior management of the
company, and is responsible for the approval of cooperation
contracts with suppliers, including whether to cooperate with
high-risk suppliers, and the review and supervision of
suppliers after the contract is signed.
2. EHEH I Compliance administrator
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Assist senior management to be fully responsible for due
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diligence of silver supply chain, be responsible for all
matters in silver supply chain, ensure that the whole silver
supply chain of the company complies with risk management
regulations, and can effectively identify and avoid risks.
Responsible for silver supply chain due diligence and risk
control training, drafting and updating silver supply chain
policy, providing accurate information for senior managers.
(1) Have the right to inspect the due diligence process of
silver supply chain and evaluate whether the due diligence is
fully carried out; if necessary, 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 business
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 fulfill their
responsibilities.

(4) Conduct on—site investigation on important customers at
least once a year;

(5) Assist and encourage silver raw material suppliers and

silver trading customers to commit to abide by the due diligence
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rules of silver supply chain;

(6) In case of any abnormal situation, it is necessary to report
to the senior management in time.
3. JRBHER Ak th DS 7 JEA RERIE, BRI Ry . SRR N 4G
HIME, REME. e, JHEZE S e R X A S Ak . H B
etk
The raw materials department and the import and export
department are responsible for the procurement of raw materials
to ensure the long—term, stability and safety of ore powder and
raw materials supply, and refuse to cooperate with relevant
enterprises, organizations or countries in high-risk areas.
4, MHE5E4EIE I Compliance officer, finance department

W 25 8 a L IR ST N e AR Il 5 7 B3 5 FEAE

(1) ZH5FIEEFEEAR T HAER, B ISEIE B IE S,
SRR Z D 5 AN THE R

(2) GnHS 3 e B A 0 5 SRS ) 5 0 XA B A i
The compliance officer of the finance department is responsible for the
complete preservation of transaction receipts of all customers.
(1) Transaction vouchers include but are not limited to: warehouse in /
out documents, customer related legal qualification certificates, etc., and
the records shall be kept for at least 5 accounting years;

(2) In case of any abnormal situation, it is necessary to report to the



T F O SR A A PR 2 7

compliance risk controller in time.
5. & B OEASME B Precious metal warehouse compliance
officer
(1) AR PR 5 NAZ IR P AT 0 SRR L AR . YR IE %
(2) QB H I DU RT SR 1A A A B o
(1) The warehouse keeper should classify the silver according to the
customers and make a record of the storage and delivery of silver.
(2) In case of any abnormal situation, it is necessary to report to the

compliance risk controller in time.

=. E#{FZ Management System
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Develop and publish the Company ’ s due diligence policy on LBMA
responsible silver supply chain

1.1 ~aE T LBMA TSt AR A, o R0 R R A 7 7™ A% T
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The Company makes Announcement on LBMA Responsible Silver to
inform the supply chain partners to strictly abide by the Company’ s
silver supply chain management system and publicly accept the
supervision of all sectors of society and employees throughout the

Company.
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1.2 AR HHRERER G &S, AWIEST (LBMA 75T H R ),
W2 53R LBMA SR ERH RB I E TAE, Pk sy B AR A N
TP FRIE R T RIESR, A FA G IBER B R X L i XU
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For procurement of silver raw materials, the Company undertakes to
abide by the LBMA Responsible Silver Guidance, actively participate in
and support the traceability of LBMA silver-containing raw materials,
strictly abide by the requirements of the Conflict-Free Refiner Plan in
Silver Supply Chain, and not to trade with suppliers of silver raw

materials from conflict-affected areas and high-risk areas.

2 RN AL Due diligence process
2.1 LTS, R m] G ST AT AR b PSR S SR B o kX
Jie
Before the transaction, the Company shall clearly inform the other party
of the management policies and requirements of the responsible silver
supply place of the Company.
2.2 [N P RBUSIRRA R, BANEELRRREER, Ik
SEAHDLHBE 5 5 Bk

Issue due diligence questionnaires to suppliers and customers. Please
refer to the due diligence questionnaires for details to collect

corresponding qualifications and data.

11
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2.3 BRI WU EER, AT KU A

Follow up and withdraw the due diligence questionnaire and conduct
risk assessment.

2.4 Jr il AR A AR

Prepare due diligence report.

3 RELAE N Content of due diligence

3.1 RPUAE M N WY FARGEN T . SR BN R . A
WAL o7 5.

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

3.2 RIRMAR PO S, KFRE,

Due diligence customers include traders, buyers, etc.

3.3 MR PHEAZ S RANT, B TRANRT . 2 TR H R
SO e XU [X 45 S A7 e U 1 L S DA O BE N BRI | 4 5
&t

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

3.4 IR A DAL S N EE T UG AL AR ER 1R, R 5
FVFRTIE, RO B OUE BRI R RIABARL BB EERIESE, X
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Due diligence shall include supply chain qualification, identification of
silver raw material origin, mining and mountain pass license, mining
information to prove whether human rights are violated or operations

are illegal, mining capacity data, etc.

4 RERFE St Due diligence measures

4.1 @A BENBER RS WARLAR BN kb, KRR, BE
TR ZHE R,

Establish supply chain customer/supplier files, including name, legal
person, address, contact information, operation mode, transaction
contract, etc.

4.2 X REA N HE F AT E VAL, WE BN R R T, 7R XS
FabAT RS, FT SR RER T AT AT 55 6

Annual assessment is required for the existing supply chain. If there are
suppliers or customers, risk assessment is required for them in a timely
manner. Transactions can only be conducted if they meet the system
requirements.

4.3 B BENBE B ATAT RO W B VEYW B 32 AT .

Determine that the supply chain is free of any money laundering, fraud

or terrorist acts.

4.4 € JWARBUAL N BE o w22 E IR S 22 & H IR R
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Regularly obtain information on the operating status and transaction
purpose of supply chain companies.

4.5 FXHET S ARG RS, EAZ T, FHERS W T E R

For mineral and silver suppliers, the following information shall be
obtained before trading:

a) AR 117 iR U5 A 2

a) Information on the origin of silver

b) KA VT AT E

b) Mining permits

o)Akt /HY H F AR B RSV RTHIE

c) Provision of permits for the import/export of silver or concentrate

d) KA 15 015 B E

d) Proof of mining information

e) & WIS HAR 2% 7 AT I 2

e) Regular due diligence of mineral silver customers

4.6 FHXF U ARV BE R R, ST, FHERMBWMEE

For customers in the silver recovery supply chain, the following
information needs to be obtained before the transaction:

a) A RN P Fe Bt B VE RN R &R, I AR Ui
m NEEE B

a) Suppliers of recycled silver are required to provide legal business

relationships, including information such as proof of the source of

14
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recycled silver, beneficiaries, etc.
b) A Fl 2 RESANMT T B4R B AR 2 P AT R ER A A
b) The Company will conduct continuous due diligence on recycled silver

customers

5 XA PR Risk evaluation criteria

5.1 ELIEVEE 09 m MRS b v

Direct assessment as high risk standard

a)il = AR (SRR ) B B AR AR L . BRI & X I i Bl 22 i
RFM B X BN BUR U iy S B X

a) The source of mineral silver (including silver concentrate) or recycled
silver, and the silver sales area goes by or passes through
conflict-affected areas or areas with high risk of human rights violations.

b)i 7 HECKRIE T — A C Rt EA R BIEA REMUH AR~ 2 IR
Y

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

o AEBEMKA T O/, B E AN e e B Rk A T
B I 228 1 RS M s XA N BUAR AE v ARG 1 X

c) Recycled silver originates from known, sold to known or suspected
sources of silver originating from or passing through conflict-affected

areas and areas with high risk of human rights violations.

15
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d) AARHE R AL 5 05 Feth 20 il A \] . AR B2 AL T e B XU
1] E % . d) Other known upstream companies of the silver supply
counterparty, and silver sales customers are located in countries with
high money laundering risks.

eyt Tr . Ha s B AR EAREEE 2 Hont FoA B A
P & R BUR BUR A .

e) The supplier, its known upstream company, and the owner of the
equity that has a significant influence on it among the silver sales
customers are politically sensitive figures.

AR . KO EFAR . BRHAER T NE T m RS,
s R, WEMZRN . BORMILAFA .

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

g H IR e KU K ANH X, AL HE CFSP A AR 1) i J K L I K
AHIX | 5 KA i 1 [ X b [X L FATF A1 e A v XU [ 5
HX

g) High-risk countries and regions coming from and passing through,
including conflict and war-torn countries and regions announced by CFSP,
countries or regions sanctioned by the United Nations, and high-risk

countries and regions for money laundering announced by FATF.

5.2 ¥PH T LURIRIB AR MA i, 46 Sehric sl hring . %

16



O R A

IR R BERHE DL, LA I H RTEFN AR AT YR T 70, AW E
PGS 2K o

Evaluation method: Based on the contents of the due diligence
questionnaire, combined with the corresponding data actually received
from suppliers and customers, the evaluation and scoring are carried out
according to the evaluation criteria of each project to finally determine
the risk level.

5.3 PErAnitE Evaluation criteria

a) MU P I H 1 LR AR S S HR I 2 KU PPN A vt ) (7 5
BE2E. BAERZE, 2)72K).

a) Please refer to the Table Risk Assessment Criteria for Due Diligence
Investigation of Silver Supply Chain (Mineral Raw Materials, Recycled
Raw Materials and Customers) for details of risk assessment items.

b) XU 55 2

b) Risk Level

W RES: PRMER)=80 73, AR MR

Mineral raw materials: score (R) = 80 points, low risk;

40 4y <R<<80 7, HA;

40 points <R< 80 points, medium risk;

R<<40 7}, AU

R< 40, high risk;

PR PPMER) =50 70, KR

17
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Recycled raw materials: score (R) = 50 points, low risk:

30<<R<<50 77, HJXU;

30 <R< 50 points, medium risk;

R<<30 77, = ALK

R < 30, high risk;

F PEAMAR) =50 4, IR

Customer category: score value (R) = 50 points, low risk:

30<<R<<50 73, H1JXU;

30<<R< 50 points, medium risk;

R<<30 77, = ALK

R<30, high risk;

5.4 N 4HE i Response measures

affii XU AkZEAT 5, FEARXUR: .

a) Low risk: continue to trade and reduce risk.

byt XU : EFAL S, HERFRRRE .

b) Medium risk: Suspend trading until it is reduced to low risk.

5 I 7 YA S A LA S A St R T I, 7R 6 S H Z WA XU AT
B AR E WK G KB4 5 s WRBLRITEAE 6 D H WIEA SRR &
VEAEUE A SO AR St s I8 23 ) R FLH 8 O e U (R R, 15
IE5HAL G . BARZERIT:

Communicate with suppliers to promote them to designate and

implement improvement measures, and continue trading after

18
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confirming that the risks meet the requirements of this regulation within
6 months; If the Supplier refuses to provide relevant legality certificates
and rectification reports within 6 months, the Company shall determine
it as a high-risk supply chain and stop trading with it. The specific
requirements are as follows:

PRI R ER . T LRI E R AR
15 I RIE I S B AS BoRAZ LG, ML BRI, it
AT R R A E (A ERA . H AR 1 H A SR ) Uk
i BT N ANTBUGE 42 42 B S R A% S

For silver mined on a large scale, silver and recycled silver mined by
manual and in small mines: Use credible independent source documents,
data and information to verify the situation. From mines to refineries,
the revenue owner and government monitoring list information of every
company in the supply chain (including silver producers, traders,
exporters and transporters) are required to be verified.

o) . AFIEAT 5y, W RS, KHAIAN AR R R, 3FEZAA
FAST/ATI

c) High risk: stop trading, cut off risks, put them on the Company’ s

blacklist and prohibit from trading with the company within 3 years.

6 H RN B R AN 1 A 55 1)l Due diligence training for silver supply chain

6.1 2w BEAE 0 FUARSE N BE P i 5% AT e R I, IR
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RIS R IITRI 2

The Company will carry out the specified training for employees in the
silver supply chain every year and incorporate the training plan into the
annual training plan.

6.2 5 N R BE N BE Y 03 TSN, el 55 1125 2 5 8 kAT AR
REEUIHAA

Employees involved in the silver supply chain must attend for relevant
training confirmation through training sign-in.

6.3 KU, FFHITHZ.

Adopt the method of explanation and teaching, and conduct

assessment.

7 LN EEIB I 22 48 Supply chain traceability system
7.1 A ENVEEE RS, WIS BRI AR R R
(ERCPSES I DAV E i T N R UIE S TR

Establish a supply chain traceability system to collect and maintain
supply chain information for each refining batch, including assigning a
separate reference number to each input and output:
a) EAM A FEW (BR—JEED
a) Upward traceability of silver products (silver-raw material)

- EARYIRLER (W AR/ AE B D,

-Silver-containing material type (mineral silver/recycled silver);

20
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- NFEE ST
-Warehousing weight and analysis report;
- JEBIE AN RS N H 3
-Raw material storage date and finished product storage date;

b) HRZMIA NEW (AR—E)

b) Downward traceability of silver products (silver-customer)
- A

-Customer information;
- o EEM R

-Transaction weight and analysis report;
- R H s

-Outbound delivery date;

8 MM Retention of Records
8.1 & M8 LBMA ZLR IR BE 78 7 B (L N B SO id 3%, DLIE R S8 RE IS
MRS R BRI

Y

Maintain adequate supply chain documentation as required by LBMA to

demonstrate compliance with appropriate and ongoing due diligence.

8.2 TR F LRI BEIE I R GE ADoK .

Keep records of the supply chain traceability system.

8.3 ILKARAF 5

Records shall be kept for 5 years.

21
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9 BRI AAT . FIERAR Y

Reporting procedures for violations and events in silver supply chain

9.1 2 F) AR BE N BEAH < TAE N SAn R RAT g I, B SIS [
FTAEAL . > T A RS IE AT B e 1 ik, &% 5 A (e
AL T BT IR, R R I AT e . I
REFR SN [ w2 F ST R A w] B R N B
B AN S N AT AR

If any violations or matters found, the relevant staff of the silver supply
chain of the Company shall promptly report in writing or by telephone to
the Compliance Officer of their organizations or constituent company.
The Compliance Officer shall report to the leaders in charge of the
organizations and the constituent company and shall also promptly
report the found violations, matters and handling suggestions to the
Compliance Officer of the Company. The Compliance Officer of the
Company shall report to the leader of the Silver Supply Chain
Management Leading Group of the Company.

9.2 KIFAER R HARSERL . IZMEA 5 i R Gk sy 2 ABURIBAT
N, B R 1A AR AR B U A 2 i R B B fy, B
SRVEHE o R A 5 b B A7 AE e B R M 2 SR B S IR, R
SN R A FR R, A5 5157 EI L

In case systematic or widespread human rights violations are found in

22
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relation to the extraction, transportation or trade of silver, or when
suppliers provide direct or direct support to illegal non-governmental
armed organizations, or fraudulently cover up the origin of silver or there
are matters such as money laundering or terrorist financing, the relevant
salesman shall notify the supplier of the termination of the contractual
relationship.

9.3 KILATREAAAEA % FARSE I 185 E B &) M R Gt 2 ABUR
AT, BN R () RV B HEBUR sUER H 2R A B e sl Al 32 SR
B SR VEAE o AR 0 i 7 B A7 A e e Bt 2 SR B S S T
SERPEAEAL Gy, XS BEN R R AT B IR A, 455 TR A 2 SRR
SESE T KRBT 5

It is discovered that there may be systematic or widespread human
rights violations relating to the extraction, transportation or trade of
silver, or when suppliers provide direct or indirect support to illegal
non-governmental armed organizations, or fraudulently cover up the
origin of silver or there are matters such as money laundering or terrorist
financing, the transaction shall be suspended immediately, and a special
investigation shall be conducted on supply chain traders to determine
whether to continue the transaction in combination with the results of

the investigation.

10 (1SRRI HEAS 5 Wi
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Silver supply chain transaction monitoring

10.1 9 TR F] FARBE N BERC 5 77 & LBMA HAR T STESRF 2K, 5
O3 m TR N R A PRAL XS — 2, fRIEA R HARARIES S
%, o m) MR BUSCER BB R AR S BERL
The Company shall obtain relevant information on each batch of raw
materials received to ensure that the Company’ s silver supply chain
transactions meet the requirements of LBMA Responsibility Silver
Guidance, and are consistent with the Company’ s risks in the supply
chain investigation and assessment, and ensure compliant and legal
sources of the Company’ s silver.

10.2 EEM G, B (tus s, flss., SRR, B
(ERAR), BEH DIARSCERYE, RERSSRENA H A BERME S .
Weight and quality data, transportation documents (freight bills,
shipping bills, railway tickets, pro forma invoices, etc.), import and export
related documents, and other information that can be obtained.

10.3 A2 Gy A v By AU A2 23 15 0L » V.55 N B s ZUEE SR 25 ) e (HAH
RGBT B EE, AR B H AT, RN T 5 E S E,
LA — ) 5 El A IS R A g

In case of high-risk transactions during the transaction, the business
personnel must require the customers to provide corresponding
information to verify each other, verify whether it is true and consistent,

and conduct transaction background investigation at the same time. In

24
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case of inconsistent situations, the business personnel must conduct
investigation and obtain written investigation results.

10.4 AL A L1520 LBMA $7 54T PR AR B N 3 A R0 o 4%
FHon | F LA AR, FR IR A R LBMA B 54T R L 97 7 2 401
INH TR o

Every year, the Compliance Officer organizes and implements the annual
internal compliance audit of LBMA responsible silver, prepares the
annual compliance report, and reports to the leader of the leading group

of the Company’ s LBMA responsible silver supply chain management.

11 FERAE BB S =7 o i

Third party audit and supervision of silver supply chain

111t R A EE =T BTN T R SR L5 =T 8 %, B fRAF ek

i

An annual third-party audit shall be conducted by a designated and

recognized third-party audit institution to ensure continuous

improvement.

11.2 4328 =7 S AN AL B A R b SR ARG« e, 98 S AR

HENBEEEE T 0w, J5lEO M e, il otk it i
R, 3R

In view of the risks and problems raised by the third-party audit

institutions during the audit process, departments and constituent

25
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companies involved in silver supply chain management shall carefully
compare the problems and formulate improvement measures, set time

limits, assign responsible persons, etc.

12 5] 57 Accountability

12.1 ARSAHREBIT 707w e FAREE R EE ) 5 L, A IR A
PUE BERIT R TAE, 3G RJE R, RIS 1™ EAFN, WKdE A a]
FH R i) 58 PRI E HEAT AL 2

If employees of relevant departments and constituent companies of the
Company involved in the silver supply chain fail to carry out their work in
accordance with the requirements of this Regulation, resulting in
adverse consequences, they shall be dealt with according to the relevant
accountability management regulations of the Company based on the

serious circumstances.

T O SR A PR 2w
Henan Yuguang Gold and Lead Co., Ltd
2019 4 H 17 H

Date:2019-04-17
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