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Zhejiang Lujia New Materials Co., Ltd

2024 Mineral Supply Chain Due Diligence Report
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In recent years, global sales of new energy vehicles have shown sustained growth. As of 2024,
the total global sales of electric vehicles have exceeded 17.5 million units, further increasing
market share. In recent years, Germany has issued the Supply Chain Law, the European
Union has issued the Corporate Susfainability Due Diligence Directive, and the Battery Law.
The promulgation of these laws has attracted increasing attention from all sectors regarding
the performance of enterprises in sustainable development and supply chain due diligence
management. The standards and requirements that enterprises need to |mplement are
becoming increasingly strict.
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Company Information:

Company Name: Zhejiang Lujia New Materials Co., Ltd  (hereafter “LUJIA")

N
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Company Address: No. 11, Donghai Third Avenue, Toumengang New District, Linhai
City, Taizhou City, Zhejiang Province.
The period covered by this report is from December 1, 2023 to Novembér 30th,
2024
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Mineral Supply Chain Due Dlllgence Management Policy & Suppller Code of

Conduct

LUJIA has added risk management related to environmental protectioh and resource
exploitation in the Responsible Global Mineral Supply Chain DueDiligence Policy, and
added the United Nations Guiding Principles for Busmess and Human Rights and the
United Nations Voluntary Principles for Human nghts and Safety to the Supplier Code of
Conduct. At the same time, LUJIA formulates the Human Rights Policy and respects
human rights in acbordance‘ with the United Nations Universal Declaration of Human
Rights, the International Labour Organization Declaration‘ on Fundamental Principles
and Rights at Work, the United Nations Guiding Principles for Busineés and Human
Rights, and the provisions of the United Nations Global Compact.

LUJIA will incorporate the responsible management policy into commercial contracts or
agreements with suppliers, or establish a supplier code of conduct to confirm that
suppliers comply with supplier policies that are consistent with the company's
‘responsible management policy. LUJIA will also assist suppliers in capacity building to

enhance their performance in responsible management. If risk mitigation measures for



step three are required, Lugar can collaborate with suppliers to develdp a risk
management plan. ‘

LUJIA is cornmitted to establishing positive and long-term partnerships with direct
suppliers to increase influence over them. LUJIA develops and implements a
pre-assessment process for suppliers Before cooperating with suppliers, conduct a
responsrble management assessment of their situation to, determrne if there are any
adverse effects. To understand the obstacles that prevent suppllers from meeting 'the
requirements of responsrble management, and to work together to eliminate these
obstacles. | |

LUJIA |mplements due diligence management of the mrneral supply charn in accordance

with the followrng standards:

® OECD Due Diligence Guidance for Responsible Supply Chains of Minerals from
Conflict-Affected and High-Risk Areas OECD (version 3) ‘

® Chinese Due Diligence Guidelines for Responsible Mineral Supply Chains (version
2) ‘

L United Nations Guiding Principles for Business and Human Rights

o United Nations Voluntary Principles for Human Rights and Safety

o Practical Actions for Enterprises to Identify and Address the Worst Forms of Child
Labour in'the Mineral Supply Chain | | ‘

° Joint Due Diligence Standard

® Full Metal Due Diligence Standard
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Step 1. Establish and imprO\}e the enterprise management system -

In 2024, ]LUJIA officially established the Senior Management Team for Responsible
Procurement Pohcy responsible for the company's sustalnable development
strategy and carrying out specific work under the gu1dance of LUJIAs Senior
Management Team for Responsible Procurement Policy. At the same time, all
departments of LUJIA jointly participate in LUJIA's Due Diligence management.
LUJIA has developed relevant procedural documents for mineral supply chain due
diligence management and provided training to all relevant employees within LUJIA.
At the same time, the responsible procurement policy senior management team
collects domestic and international due diligence related news and shares it with
relevant departments to enhance LUJIA's ability to manage due diligence.

LUJIA establishes a traceability system to ensure the traceablllty of the entire process
from the entry of raw materials into the company to the shipment of products. LUJIA
establlshed an mventory system and conducted monthly inventory checks.

LUJIA holds a management review related to mineral supply Chaln due diligence
management in the first quarter of each year and outputs a management review
report. The senior management team of respon5|ble procurement policy will review
the rationality and effectiveness of LUJIA due diligence management syé.tem ‘
construction, as well as the performance of responsible management, and propose
improvement suggestions. The senior management team of responsible
procurement policy will track the progress of improvement based on the opinions
and suggeé.tions. This report is submitted to all members of the responsible

procurement policy senior management team.
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Step 2: Identify‘and evaluate supply chain risks

LUJIA conducts due dlllgence management on all supphers of nickel cobalt alloys.
Regularly collect supplier information through reliable third- party information, KYS'
questionnaires, mineral resource surveys, on-site assessments, appeal mechanisms,
customer feedback, and other means. According to the risk assessment results of
previous years, collect supplier information from low-risk and high-risk areas at least
once a year. In 2024 the data collection rate for nickel cobalt alloy supphers is'83%.
The target for data collection rate by 2025 is 100%.

Draw a supply chain diagram based on the supplier procurement information and.
documents of the mobile phone. ‘

Use the followingf.-tools to assess conflict affected.and high-risk areas from three
aspects: armed conflict, human rights, and government governance.

Heidelberg Global Conflict Barometer

UN, Human Rights Report

Fragile States Index |

CAHRA List of EU Conflict Minerals Regulétions
The Dodd Frank Act |

According to the CAHRAS identification results for LUJIA, there are no Waming
: z l



signals of "conflict affected and hlgh nsk areas" for mlnefais sourced from Australla
and Indonesia. Therefor, LUJIA doesn’t need to conduct an on- site assessment of
the origin of the mlneral ‘

The senior management team of responsible procurement policy |dent|f|ed risks i in.
LUJIA's current responsible management and found the' followmg risks in LUJIA S
responsible management.

1. There are still problems in the upstream smelting plants and mines’ responsible
management system construction, lack of responsible management documents, and
the need to improve responsible management awareness in the supply chain.
Resulting'in missing transaction documents between our company and suppliers in
the supply chain. Given that the certificate of origin and import customs declaration
can be collected, a clear undeyrstanding of the origin information of the raw materials
can be obtained,'and it can be confirmed that the origin is not a high-risk CAHRA
area. Therefore, the organization chooses to continue tradihg while the enterprise
chooses to mitigate risks.

2. A process has béen carried out to identify risks such as violations of laws and
regulatibns and sanctions against suppliers. However, currently our company has
limited legal resources for application evaluation and has not estéblished a list of
laws and regulations related to.the country of origin of minerals. Therefore, the
adequacy of identifying applicable evaluation standards should be strengthened.
Due to the fact that the country of origin of the minerals purchased by our company
isnot a high—risk area in CAHRA. Therefore, the organization chooses to continue
trading while the enterprise chooses to mitigate risks.
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Risk number ' ‘ Risk Grade LowRisk . =

K& iR Risk Description: "
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Efﬁf&ﬁﬂ%ﬂﬁkﬁ*iﬂsﬁxﬁ There are still' problems in the upstream smeltlng plants and mines'
respon5|ble management system construction, lack of responsible management documents, and the need to
improve responsible management awareness in the supply chain. Resulting in missing transaction

documents between our company and suppliers in the supply chain. Given that the certificate of origin and
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import customs declaration can be collected, a clear understanding of the origin lnformatlen of the raw
materials can be gbtained, and it can be confirmed that the origin is not a high-risk CAHRA area. Therefore,

the orgamzatlon chooses to contlnue trading while the enterprise chooses to mitigate risks. |
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- ‘Organlzatlons should cevelop and |mplement rlsk mltsgatron measures

o reduce rlsks and contmuously l‘neet the reqmrements of the

Gurdelrnes '
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Note: Effectlve risk mitigation measures focus on addressing the

causes. -

specrf c events descrrbed above, analyzmg the root causes, and

- ‘;,takrng measures to reduce or ehmmate su¢h risks based on the root
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Not all suppliers in the supply chain have been audited according to
the "China Mineral Supply Chain Responsibl‘e Management
;Guidelines" or similar standards. Some suppliers in the supply chain

| lack a sense of responsible management and have not established an

| effective responsible management system, resulting in weak

traceability capabilities of some suppliers in the supply chain.
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1. Develop a Supplier'Code of Conduct, requiring suppliers to strictly
comply with it, Notify subpliers at all levels via email.

‘ 2. In response to the requirements for due diligence and traceability of
| raw materials, develop "Supplementary Content to Procurement

Agreement" and add "Supplementary Content to Procurement
Agreement" when signing new annual procurement cohtracts with
existing suppliers to ensure that suppliers can fully understand the
organization's due diligence management policies before signing
contracts. !

3. For future new suppliers, the company requires a comprehensive
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| evaluation of the existing management system of'the suppliers, and

after passing the evaluation, an annual procurement contract

containing "supplementary content of the procurement agreement“ will

be 3|gned with the new suppllers r | P

| 4. For suppllers with msuffment respon3|ble management capabilities

| inthe supply chain, the company establrshés communication channels

with suppliers based on actual situations and develops corresponding

training plans to enhance their awareness and ability of reeponsible

; management.
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A process Has been carried out to identify risks such as violations of laws and regulatrons and sanctions against
suppliers. HoweVer, currently our company has limited legal resources for applrcatron evaluation and has not
established a list of laws and regulations related to the country of origin of minerals. Therefore, the adequacy of
identifying applicable evaluation standards should be strengthened. Due to the fact that the country of origin of
the minerals purchased by our company is not a high-risk area in CAHRA. Therefore, the organization chooses to
continue trading while the enterprise chooses to mitigate risks.
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Requirements for developing risk
‘mitigation measures:
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Organizations should develop and rmplement risk mmgatron measures

to reduce risks and contmuously rneet the requrrementé of the
Guidelines. - -

Note: Effectrve risk mitigation measures focus on addressingl the

| specific events described above, analyzing the root causes, and

taking measures to reduce or e]rm nate such risks based on the root
L 1 . -
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Internally, the company only learned from publicly available
international public websites (as listed in the CAHRAS Identiﬁdetion
“Cdntrol Procedure) that the countries of origin of raw materials
(Indonesia and Australia) are both legall)‘r~prohibited and sound
countries. There is no ei‘fective'wey‘o'r channel to obtain specific laws

and regulations in Indonesia and Australia.




Risk mitigation measures:
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1. The company establishes communication channels with suppliers

based on actual situations, with the goal of d|rectly engaglng in

. dlalogue with mining enterprises. |

2. Understand the relevant legal apd regulatory systems in Indonesia
and Australia through domestic'industry associations er peer
enterprises, and establish a list of applicéble laws and regulations in
mineral producing countries.

3. In cases where comprehensive collection of legal and regulatory
information is not possible, consider commissioning profes'sional
certification or verification agencies to condupf relevant legality

assessments or audits of mining suppliers.

EME W EE TEERNREE , |

B INE SR T S SN IR T R RS fi$ﬁ EH’I‘?ETIEHE
2025 1 A 21-22 H, BHRZER/E, Eﬁﬁﬂ%%’r/z}?ﬁﬁﬁ&,n%ﬂ’ﬂ%ﬁ%ﬁﬁﬁo

20251868, %Mﬁ%<¢lﬁF1f%ﬂmeﬁh@>0“_ﬁﬂ%ﬁ7w
ERITE T, MERTERSE 2 ATERIMAE M L, /

IE5h, B 2020 RIS E FEFL **‘ﬁﬁﬁ%ﬂ@?%éﬁmﬂ’]”_ﬁﬂ? it

6K, HINFIELEZ.

Step 4: Inde‘pendent‘ third-party evaluation and internal evaluation

LUJIA has invited an independent third-party organization to conduct a due
diligence management audit of LUJIA's supply chain. The audit will take place on
January 21-22, 2025 After the audit is completed LUJIA WI|| release a summary of

the audit results

|
r o

On January 6, 20245 LUJIA conducted an internal evaluation in accordance with the
"Guidelines for Responsible Management of China's Mineral Supply Chain" (Version
2), and the intemal evaluation report has been published on LUJIA's official website.

In addltlon since 2020, LUJIA has accepted a total of 6 third- party audits |
commissioned by clients and conducted by clients themselves, all of which have

been successfully approved.
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Step 5: Report on the due dlllgenbce process and results

LUJIA has set up a dedicated public channel formula on his official website, as well as
LUJIA's responsible management policies, which are regularly updated and made
public. Related document public link: http://zjlujia.cn/news.html

. As of December 31, 2024, the LUJIA public appeal channel has notireceived any
complaints. Please refer to the followmg channels for appeals or complamts
http://zilujia.cn/news_company/36.html
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Step 6: Prowde timely conditions or cooperate to carry out remed|al measures

Accordlng to the requirements of the second edition of the Guiding Op|n|ons LUJIA
has added a requirement for step 6 and clarified the remedial requirements in the
Remedial Identification Control Procedure. Currently, there have been no situations
during LUJIA's evaluation: period where remedial measures need to be taken or
cooperated with. LUJIA will continue to monitor changes in this area and update
necessary remedlal Mmeasures when applicable. |
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4. Conclusion

2024 is a crucial year for LUJIA to actively participate in responsible suppl‘y chajn
management. LUJIA has developed a responsible global supply chain due di‘Iigence
management policy and specific action plan, of which supply chain due diligence
management is an important component. Next, we will closely monitor the
company's strategic planmng and actively implement various actions:.to Iay a solid
foundation for LUJIA to move towards industry best pract|ces i ‘
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