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2020 Annual Report of Due Diligence Management
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Company Information:

Previously named Guangdong Zhiyuan New Material Co., Ltd, the company officially changed the name to
XIMEI Resources (Guangdong) Limited (hereinafter referred to as XIMEI Resources) on Sept. 11, 2020. The
company has a smelter located in Qiaotou Town, Yingde City, Guangdong Province with the CID number
CID000616. XIMEI Resources has been serving the customers with Tantalum/Niobium products of high quality
and low costs, and meeting the ever-changing needs of consumers through continuous creativity. While
providing satisfactory products to our customers, XIME|I Resources has never forgotten our social
responsibilities. We strictly abides by relevant laws and regulations and international rules.

XIME| Resources is dedicated to becoming a responsible, value-creating and excellent international
Tantalum-Niobium material manufacturer and operator. To fully embody the company's social responsibility and
values, as a member of the TIC and ITSCI, the company is committed to establishing a sound due diligence
management system, strictly selecting the source of raw materials, resolutely avoiding procurement of
non-compliant raw materials from high-risk areas so as to prevent benefiting interest groups in the region which
results in continuous local unrest or conflict escalation or serious human right violations.
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RMAP Assessment Summary:

As a responsible company, XIMEI Resources has been actively supporting and participating in the annual audit
of Responsible Minerals Assurance Process (RMAP). As of December 2020, XIMEI Resources has completed
RMAP in 8 consecutive times and successfully passed the 2019-2020 annual audit. The latest RMAP audit
time was June 29 - July 1, 2020. The assessment period starts from June 26, 2019 to June 25, 2020. The audit
was performed by an independent third party designated by RMI and XIMEI passed it successfully.

3. A P NEEBUR:
R BT — BRI ST I se it N “OECD 3o 22 v 5 5t e i X0 v AU Hb X420 60 57 (E A FEE 2% e RUEIUR A 4



7. fEMTERI AR, A G ) B B 3 e A (AR R S s AT 13 25 R4, R/ ER R R
85 152 e 2R 5 Wi b [X 3t AT FLAR = AR A BT BT P5m 4, FREVTIRSIE T A ORI SHER PR B e, %
BURE TS PTIEM . www.ximeigroup.com. 45 OECD (485 %l XA [E Z A X ke i B RL, Fedl 14k
AR AR A, B2 TR E, BRI OECD Rl B ER M Bk, Ak, MERFRLT D
TR ITE RN, RN AZHENS, ANRREREARTSEE. @80T Rhit A, Fitfik
NS 2N

Responsible Mineral Supply Chain Policy:

XIME! Resources strictly adhered to and fully complied with the “OECD's due diligence guidance for
responsible supply chains of minerals in conflict-affected areas and high-risk areas”. In accordance with
guidance and requirements, to avoid directly or indirectly funding for or benefiting armed groups from conflict
minerals and/or conflict minerals involving other serious human rights violations in high-risk and
conflict-affected areas, XIME| Resources has developed its own responsible mineral supply chains policy. The
policy is posted on the XIME| Resources website: www.ximeigroup.com. According to OECD guidance, we
have developed management methods for raw materials from different countries and regions according to
different risk levels to ensure that we comply with the five-step framework of OECD guidance. To this end,
XIMEI Resources has established a dedicated management team, which is led by the General Manager. The
team members include some of the company's senior executives, business leaders, purchasing managers,

audit leaders and other relevant staff .
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Management System:

XIME| Resources has a very strict management system for the supply chains, and has developed a series of
complete supply chains control systems. Through these measures and procedures it is ensured that the
conflict materials from conflict-affected areas are never purchased or used, and that any conflict raw materials
and unidentified raw materials are not allowed to enter the supply chains, in order to prevent mineral
exploitation and trade from becoming a source of conflict, human rights violations and insecurity. In January of
2021, we reviewed and revised all internal control procedures and documents again to ensure compliance with
the latest regulations.

XIME! Resources strictly abides by its commitments in supply chains policies and has developed internal
processes for due diligence: XIMEI Resources General Manager is responsible for supervising the design and
implementation of due diligence plans and risk management; a senior manager is appointed to be responsible
for due diligence and coordinate the work of all relevant departments (including marketing, quality, production,
audit and top management) to ensure that all departments have fulfilled their duties and executed due
diligence plans and reported any warning signals and potential risks found; conducting a due diligence
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management system training for all relevant personnel every year in accordance with the requirements of the

due diligence program, and if the plan is updated, the company will carry out additional training as needed.
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Internal Control System:
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XIMEI Resources has updated its due diligence management system to align it with OECD guidance and
RMAP.
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XIMEI Resources has informed all identified upstream suppliers of the latest supply chains policies and
procurement requirements.
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Open and transparent procurement policy: 1) XIMEI Resources' procurement statement of raw materials has
been posted on XIME| Resources public website so that each supplier has a clear understanding of our
procurement policy. 2) XIMEI Resources issued the “Responsible Purchasing Control Procedures” and the
“Responsible Purchasing Policy” to all internal departments of the company, making every employee aware
and follow.
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Control procedures for raw material procurement: XIMEI Resources has formulated and passed 11 procedures
including “Responsible Purchasing Management Control Procedures”, "Risk Management and CAHRAs
Identification Procedures”, “Responsible Purchasing Policy Communication and Training System”,
“Responsible Purchasing Audit and Annual Report Management Procedures”, "Raw Materials Procurement
and Product Delivery Process", "Regulations on Product Numbering", "Formulation and Modification of Raw
Materials Lot Numbers and Production Lot Numbers", "“Raw Materials & Products Transportation and
Documentation Management Control Procedures, "Regulations on the Purchasing and Processing of Tantalum
Materials from Smelters", "Regulations of Storage and Transportation on Radioactive Materials", and
"Management Process for Material Balance Accounting", to restrict and stop any "conflict raw materials" or
unidentified raw materials entering XIMEI Resources' supply chains.
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Tracking process for traceable materials: Through the implementation of the "Raw Materials & Products
Transportation and Documentation Management Control Procedures”, "Formulation and Modification of Raw
Materials Lot Numbers and Production Lot Numbers" and "Regulations on Use of Minerals", tracking and
control of all Tantalum raw materials in use is guaranteed.
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Adopting the raw material transportation control system and testing method in line with international standards:
XIMEI Resources strictly abides by the regulations on the transportation of hazardous substances including
Class 7 materials, and in the meantime, establishes and implements the “Management Regulations on the
Radioactive Materials".
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Conduct due diligence on suppliers and maintain continuity: In accordance with the OECD guidance and the
audit requirements of the Responsible Minerals Initiative (RMI), XIMEI Resources regularly conducts due
diligence on raw material suppliers, and reviews the legality, quality assurance and compliance of suppliers as
the basis for accepting or disqualifying suppliers into the supply system. If we find any non-conformance, we
will ask for rectification. After the rectification, if the requirements still cannot be met, we will immediately stop
purchasing from the company and return the purchased non-conforming materials, and suspend cooperation
with the supplier until the reassessment meets the requirements.
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Extensive public communication channels: 1) XIMEI Resources, through due diligence investigation on
upstream raw material suppliers, promotes to all suppliers "OECD's due diligence guidance for responsible
supply chains of minerals in conflict-affected areas and high-risk areas”, RMAP criteria and requirements of
responsible supply chains. At the same time, the company reminds and urges upstream raw material suppliers
to operate legally and compliantly, and do not operate any “conflict materials” or unidentified raw materials. The
special terms for ‘non-conflict' are set out in our contracts with all suppliers, and all suppliers are committed to
providing “non-conflicting materials”. 2) XIME| Resources actively participates in international conferences
organized by international organizations such as TIC, ITSCI, etc., and often discusses with downstream
customers to learn about the "OECD's due diligence guidance for responsible supply chains of minerals in
conflict-affected areas and high-risk areas”, RMI| audit standards and transparency requirements for
responsible Tantalum supply chains. XIME| Resources maintains regular communication with ITSCI and pays
close attention to the ITSCI event report, monthly production assessment, monthly regional status assessment
report, etc., in order to keep abreast of the mines.
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While maintaining communication with downstream customers, in accordance with RBA requirements, XIMEI
Resources provides CMRT to downstream customers to ensure due diligence in the supply chains. For RMAP
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assessment compliance smelters that supply us with intermediate products upstream, we also require them to
provide CMRT.
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Promote to the public through the Internet, internal announcements, etc. "OECD's due diligence guidance for
responsible supply chains of minerals in conflict-affected areas and high-risk areas", the latest requirements of
the Responsible Business Alliance's audit standards for Tantalum supply chains, and requirements for
transparency in the mineral supply chains.
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To establish a channel of complaint, XIMEI Resources has opened a complaint channel to the society,
including the telephone number and the person in charge, and is willing to accept supervision from the society.
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When necessary, XIMEI| Resources is usually willing to share supply chains data and information with
upstream suppliers and downstream customers.
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Training employees in various ways: XIME| Resources trains all employees of the enterprise, including senior
management, through centralized training, internal announcements, and publicity on display boards, so that
they can fully understand that "OECD's due diligence guidance for responsible supply chainss of minerals in
conflict-affected areas and high-risk areas", the latest requirements of the Responsible Business Alliance's
audit standards for Tantalum supply chains, and requirements for transparency in the mineral supply chains.
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Actively fulfill social responsibilities, build a corporate image that is compliant and responsible to society. The
company has always closely integrated the economic development of the company with the fulfillment of social
responsibilities, ensuring the legal and ethical operation, and fulfilling its social responsibilites in a
comprehensive manner through the realization of technological innovation, safe production, employee rights,
energy conservation and emission reduction, and social welfare.
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Risk Identification

6.1 AR T —F “ TR 5T (KYC)” Ri&, SFEK FHMNE RGO ER . SR o8 Ag
TEARE, FFUSCER T AR SR ) 3R SO o SRATTA AT A4 2 3 8 e i IR R [ 1 A% A Al R B8 2 i+ R 46 78 5 R ]
BA— e 7 TR MLp(s S-S G 4 0, HEE KYC B P RIA—F, Shaai Rz e, Arssk
ATt . FEATR 5 HAE], WA RIS RTHRACH) KYC RASAER MRS5S, 2 a) MR RS 7 SRR (5 BT A IR
b DL i dm b gE A7 3 T RS VR ERAR T b AT IR A, AR AR Al 4 S 34T ARG i B

The company has designed a set of Know Your Customer (KYC) forms, including information about the
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supplier's legal status and identity, supplier analysis and potential risks, and collection of relevant supporting

documents. All our suppliers have completed and returned the form. The company's due diligence program
manager and the procurement team have reviewed the information provided and the UN sanctions list. As long
as inconsistencies, errors or incomplete information is found in the KYC form, the company will ask them to
improve. During the period of this report, no warning signal related to the submitted KYC form was found.
Based on the information provided by the supplier, the company conducts risk identification based on risk
assessment management procedures for the mine source and transshipment place, and carries out risk
management based on the identification results.
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For each transaction, XIMEI Resources requires suppliers to provide origin information and a complete set of
traceability documents, including legal transportation routes and direct supplier names and addresses.
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Make full use of the information provided by the ITSCI / BSP Tantalum ore supply chain supervision system
and on-site monitoring system to supervise the due diligence of Tantalum mining in high-risk areas.
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Risk Assessment and Risk Reduction
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For regions and suppliers identified as high-risk by XIMEI| Resources after evaluation, if there is no upstream
auditing mechanism approved by the company (such as ITSCI / BSP), the company will not cooperate with the
supplier considering the current auditing capabilities of our company.
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For every transaction from a high-risk area, XIMEI Resources has always used the following plan to assess its
risk: the widely recognized upstream assurance mechanism-- ITSCI / BSP tagging and bagging system. Since
2014, XIMEI Resources has become a full member of ITSCI and has been actively supporting ITSCl's work,
taking part in traceable verification from high-risk Tantalum materials. In 2019 XIMEI Resources started to use
Better Sourcing Program (BSP) and purchased the very first lot of BSP verified Tantalum materials. XIMEI
Resources announced that for the Tantalum raw materials originating from high-risk areas, XIMEI Resources
only purchases raw materials certified by ITSCI / BSP tagging and bagging system. For each high-risk
purchase transaction, ITSCI / BSP provides the following documents:1) Event summary report (after
acquisition). 2) Mine site inspection recommendations, including a list of mine sites with potential risks
(recommended companies that purchase from these mine sites conduct enhanced due diligence and risk
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assessment). 3) Monthly national and regional reports to review the general situation on the ground. 4) Data
summary and other reports. XIME| Resources often pays attention to studying other ITSCI / BSP reports and

documents, such as accident reports, management assessment reports, company audit reports, etc.
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In addition, XIME| Resources requires all suppliers to provide the following documents / information, whether
related to high or low risk, which involves every transaction. 1) Supplier's due diligence plan, including KYC
questionnaire, company registration certificate or company business license, minind\p%rtiﬁcate (if mining
company), tax registration certificate. 2) Pay close attention to the governance information of the local
company's operations / country background. 3) Collect supply chain custody documents f&rnéach transaction to
ensure that the source of the transaction and the transportation path are understood. /
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