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INTRODUCTION

Preferred by Nature (former name: NEPCon) is an international, non-profit organisation
that delivers sustainability services and engages in innovation projects to facilitate the
transformation of business practices and consumer behaviour to promote the responsible
use of natural resources. Around 1,300 Chain of Custody-certified clients benefit from our
over 15 years of experience in providing services to the forest supply chain sectors -
including timber processing and manufacturing companies, printing houses, publishers,
paper merchants, traders and retailers of all sizes.

Through a well-developed network of regional representatives and contractors, Preferred
by Nature offers timely and cost-effective certification services around the world.

The purpose of this report is to document performance of Shandong Hongtaiding New
Material Technology Co., LTD hereafter referred to as “Company”, against the
requirements of the Verification Framework and Guidelines, (September 2021 version?')
and related guidance documents? developed by Canopy and approved, supported and
requested by the Fashion and Textile Leaders for Forest Conservation (Leaders Group)3
and the over 500 brands, retailers and designers looking to implement their sourcing
policies for man-made cellulosic textiles. The focus of this verification audit is to manage
the risk and avoid sourcing from ancient and endangered forests and other controversial
sources and implement other sustainable sourcing measures, across the supply chain from
the point of wood harvesting in forests and/or plantations and through to the brand and
retail customers. Man-made cellulosic fibre (MMCF) producers, are required to document
and provide evidence towards a set of pre-defined social and environmental criteria and
key progress indicators as part of the CanopyStyle initiative.

The audit presents the findings of Preferred by Nature auditors who have evaluated
company systems and performance against the applicable standard(s). Section 4 below
provides the evaluation conclusions. The auditor reviewed and used Canopy’s map of
ancient and endangered forests, which has been overlaid with the sourcing regions and list
of suppliers of the company to assess the level of risk, as well as further guidance document
such as the Dissolving Pulp Classification Tool and the Advice Note on Ancient and
Endangered Forests®.

Dispute resolution: If Preferred by Nature clients encounter organisations or individuals
having concerns or comments about Preferred by Nature services, these parties are
strongly encouraged to contact the relevant Preferred by Nature regional office or any
member of the Preferred by Nature Chain of Custody Programme. Formal complaints and
concerns should be sent in writing.

1 https://canopyplanet.org/wp-content/uploads/2021/02/CanopyStyle-Audit-Guidelines-and-Verification-
Framework-ENG-CHN.pdf

2 https://canopyplanet.org/resources/canopystyleaudit/canopystyle-audit-guidelines/

3Current members of this group are H&M, M&S, Inditex/Zara, EILEEN FISHER, Stella McCartney and Canopy

4 https://canopyplanet.org/wp-content/uploads/2019/10/AdviceNoteCanopyStyleAudits. pdf

CanopyStyle Audit Report Ver. 1
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1. GENERAL DESCRIPTION

1.1 Company overview

Shandong Hongtaiding New Materials Technology Co., Ltd. was established in November 2019.
It is a high-tech enterprise specializing in the research and development and production of
Lyocell fibers. The company's project team is a complete team led by the company's founder,
with over 20 years of experience in the research and development and application of chemical
fibers. It has extensive experience in the construction of viscose fiber projects with a total
capacity of nearly one million tons and enjoys a strong influence in the cellulose fiber industry.
The team covers various talents in process technology, equipment technology, public utility
engineering, and self-owned power plant construction, providing a strong guarantee for the
success of the project. The project adopts the process of dry grinding - direct dissolution - dry-
jet wet spinning, which is a combination of self-developed and optimized foreign introduction,
and the technology is mature and reliable.

The company holds a number of third-party certificates, including:

IS09001:2015 quality management system,

FSC Chain of Custody,

1S014001:2015 Environment Management System,

ISO45001: 2018 Occupational Health and Safety Management System
STANDARD 100 by OEKO-TEX® testing and certification system.

ISO 50015:2014 Energy management systems

With a registered capital of 610 million yuan, it covers an area of 860 mu(about 57.33 ha),
including 500 mu(about 33.33 ha) in Weihai and 360 mu in Xiajin. It is building a 550,000-ton
Lyocell fiber project in two phases. The first phase is a 150,000-ton Lyocell fiber project in
Xiajin County. Currently, the first production line has been successfully put into operation, and
the second production line is undergoing equipment installation, with a planned commissioning
date of July 2025. The second phase is a 400,000-ton Lyocell fiber project in Weihai. Currently,
a 2,000-ton functional Lyocell fiber project has been put into operation, and the large-scale
production line project is under construction, with an expected completion date of 2027. By
then, the total annual production capacity of Lyocell fibers will exceed 550,000 tons.

The name of the subsidiary who manages the processing factory in Xiajin County is Xiajin
Hongtaiding New Materials Technology Co.,Ltd., this site is 100% owned by Shandong
Hongtaiding New Materials Technology Co., Ltd.

All the procurement is managed by the site level, but the eligible supplier list is provided by
headquarter, which means that the supplier assessment is conducted by head office.

1.2 Company scope (sites, locations, etc)

Shandong Hongtaiding New Materials Technology Co., Ltd. is involved in business of man-

made cellulosic fibre, including the purchase of raw material and production of MMCF.

Shandong Hongtaiding New Materials Technology Co., Ltd. has two viscose mills, both are

located in Shandong province:

e Weihai mill. Located in No. 58, Jiashan Road, Chucun Town, Huancui District, Weihai

City, Shandong Province (Processing factory site) 205, Block A, No. 213-2, Torch
Road, Torch High-tech Industrial Development Zone, Weihai City, Shandong
Province (registered site) ;

CanopyStyle Audit Report Ver. 1
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e Xiajin mill. Located in Room 119, 1st Floor, Building 2, Office Building, Northwest
Corner of the Intersection of West Outer Ring Road and Yincheng Road, Beicheng
Street, Xiajin County, Dezhou City, Shandong Province.

The headquarter resides in the first mill and is responsible for development and
enforcement of the company sourcing policy and supplier's assessment.

1.3 Company sourcing policy

The Company published their Fibre Procurement Policy for Protecting Forests being
effective on 30t January 2023 and updated it on 28 March 2024 in the official website 1l

R ZR MR R A BR A 7] - 80K, and committed to

Conserve Ancient and Endangered Forests and intact forest landscapes
Recognize, respect and uphold human rights of communities

Develop innovative and alternative fibre programme

Advocate for conservation solutions

Promote forest certification

Transparency, traceability and verification

Reduce greenhouse gas footprint emissions

Prevent pollutions

Enhance communication.

5 CanopyStyle Audit Report Ver. 1
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2. EVALUATION SCOPE

Scope Item Check all that apply to the Certificate Scope
Mill Type: [] Single X Multi-site

Note: The Weihai mill is not
within this assessment
scope as PBN is informed
by the company’s contact
person during the annual
audit  application, that
Weihai mill is under
construction. However,
PBN is further informed by
the company after audit
that there is one production
line has already been into
production since November
2024, which the actual

capacity is 3000
tons/year.

Input Material Source: X Listed in supplier CoC form [] Other suppliers

Majority Fiber Input: 100% dissolving pulp

Map of Ancient and Endangered [] Yes X No

Forests Overlay Completed:
Comments:

The company has not
collected the sourcing
forest area map from its

suppliers.
Mill Capacity: Xiajin factory: The designed capacity is 50,000 tons/year,
while the actual capacity is 30,000 tons/year
Primary Activity: Lyocell fiber (staple fiber)
Outsourcing: [] FSC-certified subcontractors = [] Non-certified

subcontractors
[] Outsourcing of the complete production process
[] High risk subcontractor site(s) included
X No outsourcing

Workforce: Permanent male: 297 Permanent female: 106
Contract male: Contract female:
TOTAL: 403

6 CanopyStyle Audit Report Ver. 1
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Sites included in evaluation Location

Corporate Office: Registration address: Room 205, Block A, No.

Shandong Hongtaiding New Material 213-2 Huoju Road, Torch Hi-tech Industrial

Technology Co., LTD Development Zone, Weihai City, Shandong
! Province

Operation address: No. 58 Jiashan Road,

Chucun Town, Huancui District, Weihai City,

Shandong Province

Xiajin mill: Xiajin Hongtaiding New Materials Registration address: Room 119, 1st Floor,

Technology Co.,Ltd Building 2, Office Building, Northwest Corner
of the Intersection of West Outer Ring Road
and Yincheng Road, Beicheng Street, Xiajin
County, Dezhou City, Shandong Province.

Operation address: Northwest corner of the
intersection of West Outer Ring Road and
Yincheng Road, Xiajin County Economic
Development Zone, Dezhou City, Shandong

Province
3. EVALUATION PROCESS
3.1 Audit Team
Auditor name(s) Qualifications
Lisa LV Senior Sustainability Specialist; Qualified LegalSource auditor,

FSC FM/COC lead auditor, FSC COC lead auditor, RA farm
auditor, RA COC auditor, RSPO SCC lead auditor, etc.

She is majoring in forestry and has more than ten years of
experience in the fields of sustainable forest management,

7 CanopyStyle Audit Report Ver. 1
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timber legality verification and sustainability of natural
resources. She is engaging with big brands/retailers and their
suppliers to help them in implementing sustainability policy and
complying with consumer market regulations, and implement
sustainability development-related projects, in a wide range of
commodities and land-use sectors, including timber,
pulp/paper, rubber, cotton, etc.

Peiying ZHOU Sustainability Specialist; Qualified LegalSource auditor; Rich
experience in timber legality related projects, especially in
EUDR, EUTR, FLEGT Action Plan (VPAs) related activities.
Adequate knowledge and understanding of international
timber legality requirements. Her responsibility as
sustainability specialist includes delivering supply chain risk
assessment, mitigation activities, and system development to
meet international legal requirements (e.g. EUTR) and
sustainability criteria. Besides that, she also provides advisory
services to clients in the forest-impact sector to support them
in sourcing legal and responsible sources, esp the upcoming
EUDR implementation.

3.2 Audit Overview

Site(s) Audit date Total on-site audit time
(Hours)

27 June 2025

Corporate office 4 hours
Xiajin mill: Xiajin Hongtaiding 4 hours
New Materials Technology 27 June 2025
Co.,Ltd

Note: more details about audit process are provided in a separate audit plan

3.3 Description of Overall Audit Process

The audit officially started on 5 - June -2025. The auditor started contacting the Company
to request relevant documentation based on the latest CanopyStyle audit guidelines and
framework. The Company sent a number of documents such as sourcing policy,
organizational chart in implementing the policy, standard operation manual,
communication with suppliers on sourcing requirements, risk assessments with evidence
for the reporting period for all suppliers, procurement data (01 February 2024 to 31
January 2025), sales data, update on innovative and alternative fiber, evidence on
conservation, evidence on social issues from suppliers, etc.

CanopyStyle Audit Report Ver. 1
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In the meantime, the auditor also communicated and cross-checked with the Company
over any issues and questions occurred during the review process. As there are five
dissolving pulp suppliers supplying as well as two supplier providing recycled cotton pulp,
the auditor needed to review the documentation for each supplier's related
documentation, especially on the risk assessments.

During the initial review phase, auditor detected that the purchasing evidence provided
was not at a sufficient level, i.e. only provided a few purchasing invoices, therefore,
auditor asked for more detailed purchasing documents samples from all declared
suppliers. The company provided the required documentation.

On 27 June 2025, the auditors conducted the on-site audit at the corporate office, with
the presence of management representative and the key staff from relevant departments
from the corporate office. During the opening meeting, the objective and scope of the
audit, agenda, conflict of interest (COI) issues, etc were communicated.

The management representative gave a brief introduction of the company and operation
activities and the efforts made on Canopy sourcing policy. The auditor then shared major
findings from reviewing the documentation.

Following the opening meeting, the auditor interviewed the management team regarding
action plan and any updates in regard of practices with Canopy policy commitment,
Company structure, Canopy training, purchase policy, supplier management, research of
alternative Fibre, environment protection, forest protection, etc.

After interview with management, related documents were reviewed, such as Wood Fibre
Sourcing Policy and Operational Procedures, Annual Volume Summary Data, purchase
documents (contracts, invoices, packing list, bill of lading etc.), Risk Assessment Report,
Training records, communication with the suppliers, etc.

Afterwards, the auditor toured the company’s mill(s) including the production line(s) and

warehouse(s). When touring the warehouse(s), the auditor checked on the mill’s input
and output records, storage for the pulp in use.

In combination with reviewing documents and visiting the company’s facilities, the
auditors interviewed the staff from various departments, including product department,
sourcing department, etc.

The closing meeting was held on the same day. The auditors gave a summary of the
meeting, raised issues and acquired for additional further information within two weeks’
time after the meeting. The Company provided further required additional documentation
at a later stage as well as responded to some of the major concerns, such as updated
pulp sourcing policy, updated supplier risk assessment form, latest sourcing material
information. For details please refer to the report findings.

Participants (partly):

- Mr. Xiao Lei, Supervisor of production and techniques department

- Mr. Lei Guankun, Supervisor of Human resources

- Mr. Wen Yagqi, Supervisor of Raw material procurement

- Ms. Feng Dianxiao, Warehouse department

- Ms. Zhang Xiumei, Cooperate with the whole audit on behalf of management
representative

- Ms. Ma Mingyue , Officer of general manager office

CanopyStyle Audit Report Ver. 1
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4. EVALUATION RESULT

4.1 Evaluation Conclusion
Positive Findings:

The company has been implementing the sourcing policy in line with CanopyStyle
initiative. In addition, a standard operation procedure (SOP) has been developed by the
HQ to implement the Policy as well as monitor on the suppliers’ performance. The
standard operation procedure is shared with the mills.

The Company has also developed capacity as well as organizational structure in
implementing the Policy. Management team as well as the production site managers have
been trained how to implement the policy and procedure.

The Company have communicated this policy to all suppliers. The dissolving pulp
suppliers list was made publicly on the Company’s official website and the Company has
agreed to share the risk assessment of suppliers with the Leaders Group.

The company has increased its use of FSC raw materials and plans to further increase
FSC raw material usage over the next three years.

The company is actively providing Canopy-related training to relevant employees.

Areas for Improvement:

The company shall enhance the communication with the supplier to emphasize the
importance of collecting the supply chain information until the forest management unit
level. In addition, the supply chain risk assessment shall be conducted for each supply
chain and following factors related to the sourcing risk from controversial sources shall
be covered in the assessment report:

1) Violations of the rights of indigenous peoples and local communities;

2) The degradation or loss of High Carbon Stock (HCS) forests;

3) Plantations established after 1994 through the conversion or simplification of
natural forests, and;

4) The use of genetically modified organisms (GMO).

The FSC certificate code and FSC claim shall be verified when receiving the FSC certified
raw material and FSC status shall be attached in the sales invoice and transportation
documentation accordingly to indicate the FSC status.

The company shall develop good documents management system to ensure the
traceability of the supply chain.

Supplier Company Risk Assessment | Canopy Dissolving Pulp
Classification
Direct supplier: Beijing Bolin Low risk No Ancient and Endangered
Zhonghe New Material Co.,Ltd | Eucalyptus and minor Forest sourcing issues
(Trader) component is identified based on current
Acacia/Euca|yptus informatio and/or
Pulp mill: Sappi Saiccor CanopyStyle Audit.

CanopyStyle Audit Report Ver. 1
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Direct supplier: Zhejiang
Chemical Import&Export
Co.,Ltd (Trader)

Pullp mill: CELULOSA
ARAUCOQO Y CONSTITUCION
S.A.

Low risk No Ancient and Endangered
Eucalyptus app. Forest sourcing issues
identified based on current
informatio and/or
CanopyStyle Audit.

Pulp mill: LD Celulose SA

Direct supplier: Shanghai Low risk No Ancient and Endangered
Tihao Supply Chain Eucalyptus grandis, Forest sourcing issues
Management CO.,Ltd (Trader) | Eucalyptus urograndis identified based on current

informatio and/or
CanopyStyle Audit.

4.2 Summary of findings

Rating
Not Applicable

Commitment Met
Commitment in Progress

Commitment Not Met

Color

Insufficient Information Available

** Tndicates Critical Indicators

Key Commitment

1. The MMCF producer
has publicly
communicated and is
implementing the Fiber
Sourcing/Forest Policy

Performance Indicators

1.1 Senior executive and key managers
make a publicly available commitment to full

implementation of the forest sourcing policy
Xk

1.2 The MMCF producer has developed
standard operating procedures (SOP)
required to implement the Policy. These are
available upon request to stakeholders. **

1.3 The MMCF producer has assigned
personnel with responsibility for Policy
implementation. **

1.4 The MMCF producer has developed
capacity and organizational structure to
implement the Policy.

1.5 The MMCF producer has communicated
its commitment to implement its Policy to all
its suppliers. **

1.6 The MMCF producer has included
requirements to implement the Policy in
agreements/contracts with current and
future suppliers. **

CanopyStyle Audit Report

Rating
Commitment Met

Commitment Met

Commitment Met

Commitment Met

Commitment Met

Commitment Met

Ver. 1
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2. The MMCF producer
only sources raw material
from suppliers that are
transparent, traceable
and are in conformance
with the policy

3. MMCF supply chain is
deforestation free- there
is no conversion of

1.7 The MMCF producer has developed, and Commitment in
is implementing a system to monitor Progress
supplier conformance with the Policy. **

1.8 The MMCF producer has put in place a Commitment Met
grievance procedure.

1.9 The MMCF producer has developed, and | Not applicable
is implementing, an action plan that address

any identified non-conformance and

grievance received. **

1.10 Key managers at each production site Commitment in
are aware of the Policy and demonstrate a Progress
similar commitment to implement it. **

1.11 Each production site managers have Commitment Met
developed procedures to implement the
Policy, when relevant. **

2.1 The MMCF producer identifies all raw
material inputs by volume (i.e., wood
pulp/chips, cotton linters, agricultural
residues, recycled cotton pulp) for the
previous year. It also includes information
about what volumes have FSC claims (i.e.,
FSC Mix, FSC 100%, FSC controlled wood).
Where traceability is known, specify the FSC
Certified FMU.

2.2 An assessment of the MMCF producer | Commitment in
supply chain has been completed globally. @ Progress

The producer used the Forest Mapper, advice

note on Ancient and Endangered Forests and

Dissolving Pulp Classification tool, to make

their supply assessment.

2.3 This assessment identifies all suppliers in
the chain that supply the MMCF mills,
beginning at the forest or plantation of origin.

Commitment in

2.4 The assessment is updated every year
Progress

and shared with Canopy, with permission to
share with the Leaders Group.

2.5 The producer developed additional
criteria to complete their risk assessment, to
include legality, violation of human rights
and risks related to the conversion of
natural forests to plantations (1994 date),
use of Genetically Modified Organism.

2.6 The MMCF producer publishes its Commitment Met
suppliers publicly, or, in the absence of such

transparency, is providing its customers

with a robust track and trace system that

can be used throughout the supply chain up

to clothing and textile retailers.

3.1 The initial date of the plantation Insufficient
development has been documented and Information

sourcing only occurs in areas identified pre Available

CanopyStyle Audit Report Ver. 1
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natural forest to
plantations

4. Since the signature of
the Policy, all sourcing
from ancient and
endangered forests and
other controversial
sources have been
eliminated

5. If suppliers contravene
these criteria, the MMCF
producer will first engage
them to change practices
and then re-evaluate its
relationship with them

6. The MMCF producer
welcomes interested
stakeholders and Leaders
Group observers to verify
the implementation.

1994, or post 1994 with a supporting valid
FSC certificate. **

4.1 The MMCF producer has adopted clear
definitions for the terms included in their
Policy, such as “ancient & endangered
forests”, “intact forest”, “natural forest”,
“endangered species”, “controversial
sources”, “high conservation value”, “high
carbon area”, “peatlands”, etc. that are
consistent with this document and the forest
sourcing policy template. **

4.2 All areas meeting the definition of
“ancient and endangered forests” have been
identified and mapped and suppliers and
fibre that have a high risk of being
considered controversial sources have been
identified and shared with Canopy, with
permission to share Leaders Group. **

4.3 Any raw materials in the MMCF
producer’s supply chain originating from
ancient and endangered forests or other
controversial sources, and acquired before
the Policy was adopted by the company,
such as stocks in log yards, will be
documented, identified accordingly and
utilised by the mills. **

4.4 The MMCF producer is aware of all
relevant local, national and international
laws and there is no evidence of non-
compliance, with local, national or
international laws. **

4.5 The commitment not to source from
ancient and endangered forests and other
controversial sources is verified. **

5.1 All MMCF producers’ suppliers are

identified and the forest of origin is known.
Xk

5.2 The MMCF producer has developed
procedures for engaging with suppliers, up to
withdrawing from purchase and other
agreements in situations where non-
conformance is found. **

(Note: This means potential legal and
contractual issues associated with
withdrawal are identified and addressed.)

5.3 The MMCF producer has documented
withdrawals from supply agreements where
non-conformance has been found. **

6.1 When requested, Canopy, the Leaders
Group and other stakeholder observers are
permitted to participate freely and to report

observations during this verification process.
Xk

CanopyStyle Audit Report

Commitment Met

Commitment in
Progress

Not applicable

Commitment Met

Commitment in
Progress

Commitment in
Progress

Commitment Met

Not Applicable

Commitment Met
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*If If sourcing from
Priority Ancient and
Endangered Forests, the
MMCF producer (and/or
supplier) is doing so in a
manner consistent with
the Advice Notes and
actively engaging its
supplier(s) to undertake
large-scale scientifically
based conservation
planning and seeking FSC
forest management
certification for wood
sourcing. (if, and when
the producer is vertifcally
integrated, they may
excutre the conservation
planning and FSC
certification themselves)

7. The MMCF producer
shall require their
forest/wood suppliers to
recognize, respect and
uphold human rights and
the rights of communities
and workers affected by
the operations of their
supply chain and

6.2 The MMCF producer requires of its
supplier to complete large scale scientifically

based conservation

Conservation Value assessments,
High Carbon Value assessment, identifying
areas for protection, has been completed,
based on best available science, by a credible
third party, and made public. **

6.3 If sourcing from controversial areas,
with records of conflict and human rights
violation, the MMCF producer requires of its
supplier to complete an assessment that
includes participatory mapping of lands
owned or claimed by indigenous and local
communities, identification of areas for
protection, areas for conflict resolution and
remedy of past harms that involve affected
parties, their chosen advisors and relevant
stakeholders, have been completed by a
credible and mutually agreed third party and

made public. **

6.4 The MMCF producer requires of its
supplier to have developed a management
plan that identifies measures to protect
areas identified in large scale scientifically
based conservation planning, HCV and HCS
assessments with the Free, Prior and
Informed Consent of indigenous and local
communities whose land or land claims are
impacted and with input from credible

ENGOs. **

6.5 The MMCF producer requires of its
supplier to have developed and
implemented a time-bound action plan to
actively seek the legal protection of these
areas with final land-use decision-makers in
a way that meets principles of Free Prior

and Informed Consent. **

7.1 The MMCF producer has developed and
requires its suppliers to adopt a similar
policy, systems and procedures to
implement Free, Prior and Informed Consent
of indigenous people and local communities
affected by forest operations. **

CanopyStyle Audit Report

Not applicable

Not applicable

Not applicable

Not applicable

Commitment Met
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affiliated companies in
the forestry sector

Note: This audit
focuses on only
on forest
sourcing and
wood-based
pulp production.
We recognize
that there are
other issues of
concern and
interest that are
beyond the
scope of this risk
verification audit.
Additional
actions will be
required by
brands, retailers
and MMCF
producers to
adequately
address and
verify health and
safety, working
conditions,
labour practices,

at mill sites.

equity and discrimination

7.2 Suppliers document how they conform
with the MMCF producer’s commitment to
recognize and respect human rights,
community rights, First Nations rights and
rights of workers. **

7.3 The MMCF producer and its suppliers
have a grievance mechanism and show
responsible handling of complaints and
resolution of conflicts in a transparent and
accountable manner that is mutually agreed
by the parties.

Commitment in
Progress

7.4 The MMCF producer and its suppliers
have developed internal capacity and
organizational structure to recognize and
respect the rights of its workers.

Commitment in
Progress

7.5 The MMCF producer has developed
procedures to ensure its forest/wood
suppliers uphold the International Labour
Organization (ILO) Declaration on
Fundamental Principles and Rights at Work.

Commitment in
Progress

7.6 Recognition and respect for human
rights is demonstrated by the MMCF

Commitment in
Progress

CanopyStyle Audit Report
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producer ‘s forest/wood suppliers. There is
no evidence of continuing to source from a
forest/wood supplier that has failed to
acknowledge or resolved social conflicts and
remedy past or current human rights
violations. **

8. Development of 8.1 The MMCF producer has developed and Commitment in
Innovative and implemented an internal action plan to Progress
Alternative Fiber collaborate with innovative companies and

suppliers to explore and encourage the
development of new alternative fiber
sources that reduce environmental and
social impacts, such as agricultural residues
and recycled fibers. **

8.2 The research and development phase for = Commitment in
the production of pulp and cellulosic fiber Progress

made from alternative fiber sources has

been successfully completed and the MMCF

producer is entering a commercial scale

phase.

9. Voluntary advocacy for | 9.1 The MMCF producer has a track record

conservation solutions of participating in events that support
collaborative and visionary system solutions
that aim protect remaining ancient and
endangered forests. **

9.2 When prompted, the MMCF producer Not Applicable
uses its brand influence or purchasing

influence to positively impact conservation

and development solutions that have the

Free, Prior and Informed Consent of affected

indigenous and local communities. **

9.3 The MMCF producer publicly supports Commitment Met
science-based international and national

target(s) and programs for preserving

designated protected and conservation

areas that have the Free, Prior and

Informed Consent of affected indigenous

and local communities.

9.4 The MMCF producer is developing and Not Applicable
implementing specific programs to increase

the endangered species population and the

maintenance of their habitat through time,

with government and/or ENGO programs.

Xk
10. Responsible forest 10.1 The MMCF producer has defined criteria | Commitment in
management for responsible forest management, gives a Progress

preference for FSC certification and has
developed and implemented an action plan
to increase FSC intake. **

11. Reduction of 11.1 The MMCF producer has procedures to | Commitment in
Greenhouse Gas (GHG) evaluate their suppliers’ performance in | Progress
Footprint by recognizing reducing GHG.

the importance of forests

and peatlands as carbon

storehouses

Commitment in

11.2 MMCEF producer has procedures to know
Progress

whether their suppliers are sourcing from

1 6 CanopyStyle Audit Report Ver. 1



>T‘-’referred
by Nature-

12. Pollution Prevention

tropical peatlands and/or intact forest
landscapes.

11.3 The MMCF producer can document
giving preference to suppliers that are not
operating in intact forest landscapes or on
drained tropical peatlands and that have
identified, withdrawn from and are restoring
peatlands and their hydrology. **

12.1 * This verification process will not
verify the pulp and viscose manufacturing
process which can lead to air and water
emissions that impact overall environmental
quality.

Canopy expects MMCF producers to invest in
and use the cleanest dissolving pulp and
viscose manufacturing technology

(i.e. lyocell process), and to implement the
ZDHC new viscose guidelines available at
https://www.roadmaptozero.com/post/zdhc-
man-made-cellulosic-guidelines-released

4.3 Volume Summaries®

Reporting period: 01-Feb-2024 to 31-Jan-2025

Category Explanation Volume
FSC Controlled Material received with an FSC Controlled
Wood Wood claim (either from an FM or COC 0
certified company)
Controlled material | Noncertified material controlled by the 0
company's FSC Due Diligence System
FSC Mix Material received with an FSC Mix Credit | 10150
or FSC Mix % claim from an FSC CoC tons
certified company
FSC 100% Material received with an FSC 100% 1100 tons
claim from an FSC certified company
(FM or COCQC).
Non-FSC Material received with no FSC claim. 1250 tons
PEFC Material received with an PEFC 0

claim. Note materials can be received
with both a PEFC and FSC claim (no
double counting)

The volume summary is provided by the organization.

5 The volume summary is provided by the organization.

1 7 CanopyStyle Audit Report

Commitment in

Progress

Not Applicable

% Overall

0

81.2%

8.8%

10%
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Appendix A: standard checklist (CanopyStyle
Verification Framework — Corporate Sourcing)

1. Evaluation of Site: Shandong Hongtaiding New Material Technology

Co.,Ltd.

Primary Responsible Person:

(Responsible for control system
at site(s))

Mr. Wang Qin (Canopy project management representative)

During the audit, Ms. ZHANG Xiumei responded to the audit

team’s questions on behalf of Mr. Wang Qin due to his

absence.
Auditor(s):
People Interviewed, Titles: -

Lisa LV & Peiying ZHOU

Mr. Xiao Lei, Supervisor of production and techniques

department
- Mr. Wen Yagqi, Supervisor of Raw material procurement
- Ms. Zhang Xiumei, accompany the audit team on behalf
of Canopy project management representative
- Ms.Ma Mingyue, Officer of general manager office

Brief Overview of Audit Process
for this Location:

Please refer to Section 2.3 above for Description of Overall
Audit Process.

Comments: Shandong Hongtaiding New Material Technology Co.,Ltd. Corporate Office is
responsible for development and enforcement of the company sourcing policy and purchasing
raw materials for the mill, and conducting supplier’s risk assessment.

2. Standard Checklist

1. The MMCF producer has publicly communicated and is implementing the Fiber Sourcing/Forest

Policy
Indicators
1.1 Senior executive and key managers make a

publicly available commitment to full
implementation of the forest sourcing policy.**

CanopyStyle Audit Report

Findings

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The Company published Fibre Procurement
Policy for Protecting Forests to promote
sustainable forest management and conserve
ancient and endangered forests (effective on

30th January 2023 and updated on 28t March
2024), the policy is publicly available

on its website:

https:// L1 AR 8 28 W AR BHS A BR 24 5] - BOR

Interviewed with key managers responsible for

Ver. 1
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1.2 The MMCF producer has developed
standard operating procedures (SOP) required
to implement the Policy. These are available
upon request to stakeholders. **

1.3 The MMCF producer has assigned personnel
with responsibility for Policy implementation.**

CanopyStyle Audit Report

Canopy audit and confirmed that they knew
this procurement policy.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

A series of procedures have been developed
and implemented to ensure the achievement
of the procurement policy, to conserve ancient
and endangered forests and avoid
controversial sources, including

e Canopy Style management manual
(Canopystyle-QM-01, A/0);

e Dissolving Pulp Purchasing Control

e Supplier Due Diligence Assessment
Procedure

e Supplier Greenhouse Gas Emission
Control Procedure

e Supplier Forest Protection Assessment
Procedure

e Supplier management procedure

The company has also implemented system to
control of nonconforming product program.
Assess whether suppliers have procedures for
sourcing from IFL and peatlands.

The complaint handling mechanism for
ensuring consistency with  CanopyStyle
standards is available. Upon receiving a

complaint, a dedicated person will manage it
and report it to the company's supervisor.

After a special discussion, the complaint will be
addressed within three months. The handling
plan will be communicated to the complainant,
and the results will be shared with them once
the plan has been executed.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The  General Manager holds overall
responsibility for the company's CanopyStyle
system. This includes ensuring that the
CanopyStyle management system processes

Ver. 1
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1.4 The MMCF producer has developed capacity
and organizational structure to implement the
Policy.

1.5 The MMCF producer has communicated its
commitment to implement its Policy to all its
suppliers.**

CanopyStyle Audit Report

are established, implemented, and
maintained.
The Canopy project management

representative is responsible for monitoring
and reporting the performance of the
CanopyStyle management system to the
company, including identifying improvement
needs, and liaising with outside parties, etc.

The purchasing department, is tasked with
implementing the policy. Their responsibilities
include assessing suppliers for CanopyStyle
compliance, communicating with suppliers,
prioritizing higher-quality suppliers, and
exploring new suppliers.

For other matters related to CanopyStyle
compliance, such as complaint handling,
alternative fiber developing, etc., there are
specific responsible department appointed. All
the staff interviewed showed awareness on
their responsibilities related to the specific
position.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company’s organization chart has been
provided to the auditor, as detailed in section
1.3. The policy implementation will be
managed by several key departments,
including the Purchasing Department, the
Corporate General Manager office with the
General Manager overseeing the overall
implementation.

Additionally, the Research and Development
Centre will support efforts to reduce the use of
virgin pulp and develop alternative fibre to
ensure compliance with CanopyStyle.
Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

All suppliers have signed consent agreement
with the company concerning dissolving pulp
procurement and compliance with human

Ver. 1
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1.6 The MMCF producer has included
requirements to implement the Policy in
agreements/contracts with current and future
suppliers.**

1.7 The MMCF producer has developed, and is
implementing a system to monitor supplier
conformance with the Policy.**

CanopyStyle Audit Report

rights and community rights, the wood
materials will not come from original
endangered forests, high risk and controversial
areas. Initially, the signing date was missing in
the agreement, and the suppliers signed the
consent agreement again after the on-site
audit with signing date 4 July 2025.

Signed Consent agreement with suppliers:

Agreement for the Supply of Dissolved Pulp
between Hongtaiding and Shanghai Tihao

(supplier) , dated 4 July 2025;
Agreement for the Supply of Dissolved Pulp

between Hongtaiding and

(supplier) , dated 4 July 2025;

Beijing Bolin

Agreement for the Supply of Dissolved Pulp
between Hongtaiding and Zhejiang Chemical
(supplier) , dated 4 July 2025.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Previously, the company shared the Dissolving
Pulp Procurement Consent Agreement to the
supplier prior to signing the procurement
agreement, the signed consent agreements
are available and checked by audit team.

After on-site audit, the company has made it
more clearly by adding the related requirement
in the pulp purchasing agreement template. It
is clearly defined in the Pulp purchasing
agreement with supplier that the supplier shall
be aligned with company’s pulp sourcing

policy.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company has developed and implemented
monitoring system to check the supplier’s
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1.8 The MMCF producer has put in place a
grievance procedure.

1.9 The MMCF producer has developed, and is
implementing, an action plan that address any
identified non-conformance and grievance
received.**

CanopyStyle Audit Report

conformance with the policy regularly,
covering forest conservation, social
responsibility, greenhouse gas emission, etc.

The Canopy Dissolving Pulp Classification Tool
is also used for monitoring supplier
performance in forest conservation. The
monitoring reports are available and checked.

However, the evidence to support the
judgement (Yes/No) of the monitoring related
to forest conservation mentioned in the
Supplier Investigation Form, such as wood
sourcing information, is not available.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The complaint handling mechanism
(Canopystyle-CX-07, Canopystyle-CX-08) for
ensuring consistency with  CanopyStyle
standards is available. Upon receiving a
complaint, a dedicated person will manage it
and report it to the company's supervisor.

After a special discussion, the Complainant will
be informed formally within 2 weeks after
receiving the complaint with the notification of
complaint receiving and planned measure to
solve this complaint. Complaint will be
addressed within three months. The handling
plan will be communicated to the complainant,
and the results will be shared with them once
the plan has been executed.

It is confirmed via interview with responsible
person that no complaint related to Canopy is
received in the past years.

In addition, the company is FSC certified which
requires a grievance procedure as well.
Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

No complaints have been received, and no
non-conformities have yet been recognized
during the time scope of this audit.
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1.10 Key managers at each production site are | Conformance with Indicator:
aware of the Policy and demonstrate a similar |:| Not Applicable
commitment to implement it.**
|:| Commitment Met

|Z Commitment in Progress
|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The training record showed that staff from
Procurement department was trained on 17
December 2024, however, parts of the
management staff interviewed from
procurement department, showed incomplete
knowledge on Canopy. For example: The
management staff, who answered the question
on behalf of the absent Canopy management
representative, showed incomplete
understanding for Canopy and Hongtaiding’s
Canopy Procurement Policy.

1.11 Each production site managers have  Conformance with Indicator:
developed procedures to implement the Policy, |:| Not Applicable

when relevant. **
|Z Commitment Met

|:| Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

A series of procedures have been developed by
corporate office and shared with the mill.

Summary:

The company has developed and published a fiber sourcing policy to implement Canopy
requirements, which is available on the company’s website and has been communicated to
dissolving pulp suppliers. The General Manager holds overall responsibility for the CanopyStyle
system, while the purchasing department, is tasked with implementing the policy. Their duties
include assessing suppliers for CanopyStyle compliance, communicating with suppliers,
prioritizing higher-quality suppliers, and exploring new suppliers.

A series of procedures have been developed and implemented to ensure the achievement of the
procurement policy, to conserve ancient and endangered forests and avoid controversial sources,
etc. No complaint related to Canopy was received in the past year.

All suppliers have signed consent agreement regarding dissolving pulp procurement and
compliance with compliance with human rights and community rights, the wood materials will
not come from original endangered forests, high risk and controversial areas.

The company has developed and implemented monitoring system to check the supplier’s
conformance with the policy regularly, covering forest conservation, social responsibility,
greenhouse gas emission, etc. The Canopy Dissolving Pulp Classification Tool is also used for
monitoring supplier performance in forest conservation. The monitoring reports are available and
checked. However, the evidence to support the judgement (Yes/No) of the monitoring related to
forest conservation mentioned in the Supplier Investigation Form, such as wood sourcing
information, is not available. thus their commitment is still in progress.

CanopyStyle Audit Report Ver. 1
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The training record showed that staff from Procurement department was trained on 17 Dec.
2024, however, the management staff interviewed from procurement department, showed
incomplete knowledge on Canopy.

2. The MMCF producer only sources raw material from suppliers that are transparent, traceable
and are in conformance with the policy

Indicators
2.1 The MMCF producer
identifies all raw material

inputs by volume (i.e., wood
pulp/chips,  cotton linters,
agricultural residues, recycled
cotton pulp) for the previous
year. It also includes
information about what
volumes have FSC claims (i.e.,
FSC Mix, FSC 100%, FSC
controlled wood). Where
traceability is known, specify
the FSC Certified FMU.

CanopyStyle Audit Report

Findings

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|Z Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company has documented all raw material inputs by
volume, as required. The information, recorded in an Excel
spreadsheet, includes dissolving pulp brand, FSC claim, etc..
Between 1St February. 2024 and 31t January 2025, the
company purchased a total of 12500 tons of pulp from 3
dissolving pulp suppliers via three agents. The sourcing
information included the pulp mill name, volume, species
information, country or sub-country of origin, and certification
status of the purchased pulp.

Below table showed what has been declared on the pulp source
info provided by the company:

Direct Pulp mill | Species Country FSC claim

supplier of Origin | declared
from the
company

LR ARF | Sappi Eucalypt South FSC  Mix

Fg skl | Papier us and | Africa 70%

R+ @ | Holding minor

Beijing GMBH compone

Bolin Saiccor | Nt is

Zhonghe Acacia/E

New ucalyptus

Material

Co.,Ltd

W4 T3t | CELULO | Eucalypt Chile FSC  Mix

HOFRA | SA us app. Credit

a2 ARAUC

" 0 Y

Zhejiang

Chemical '(Izl(J)'C\lISOTI\Il

Import &

Export S.A.

Co.,Ltd

Fimgsgt | LD Eucalypt Brazil FSC  Mix

Mg A | Celulose | us Credit&

PR SA grandis, FSC 100%

Shanghai Eucalypt

Tihao Efograndi

Supply

Chain s

Managem

ent

Co.,Ltd
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However, for the volume and FSC status, they are not
confirmed by the auditor. From the sampled 7 batches of
purchasing, the following issues existed in the traceability and
transaction:

1) The provided transaction documents cannot ensure the
traceability from Hongtaiding to the claimed pulp mill for
Sappi pulp supply chain and LD pulp supply chain; For LD
pulp, the transaction between Hongtaiding and direct
supplier is missing, the volume in the provided imported
docs is less than the volume information stated in the
sourcing information form; For Sappi pulp, the volume in
the provided imported docs is less than the volume
information stated in the sourcing information form, and
the consignee in the pulp imported docs is missing; For
ARAUCO pulp, the volume in the provided VAT invoice
between Hongtaiding and direct supplier is less than the
volume information stated in the sourcing information
form; More details please see below table:

Pulp Contract | Volume Volume
brand No. in the | declared
provided | in the
purchasi | volume
ng docs informati
on form

LD TH- 2107.62 | 2200T
XJHTD24 | 8T
0528-
05260

LD TH- 1088 T 1100 T
XIJHTD24
1019-
05323

SAPPT BL- 769.28T | 800 T
XIHTD-
241120C
1034A

SAPPI BL- 589.583 | 2000 T
XJIHTD- T
240913C
1022B

ARAUCO | HJ24P01 | 1542.67 | 2500 T
V049 9T

H124P01
V075

H1J24P01
V091

HJ24P01
V097

2) The FSC status and FSC claim indicated in the sourcing
information forms does not match with the one in the
transaction docs. For LD pulp, the transaction between
Hongtaiding and direct supplier is missing, the volume in

Ver. 1
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2.2 An assessment of the MMCF
producer supply chain has been
completed globally. The
producer wused the Forest
Mapper, advice note on Ancient
and Endangered Forests and
Dissolving Pulp Classification
tool, to make their supply
assessment.

CanopyStyle Audit Report

the provided imported docs is less than the volume
information stated in the sourcing information form; For
Sappi pulp, there is no FSC claim in the transaction docs in
the provided 3 out of 6 VAT invoices between Hongtaiding
and direct supplier, while the sourcing information form
indicated the material as FSC certified; For ARAUCO pulp,
there is not any FSC claim in the sampled invoices between
Hongtaiding and direct supplier, while the sourcing
information form indicated the material as FSC certified
sourcing information form;

In short:

- Arauco supplied non-certified pulp.
- The certificate status cannot be verified for LD Celulose
and Sappi due to incomplete supply chain info

Additionally, the FSC Certified FMU information is missing in
the spreadsheet and not collected, which indicates that the
forest information is not known.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

It is the responsibility of procurement department in the
corporate office to conduct the risk assessment of the supplier.

The sourcing country information for each pulp dissolving mill
is available on the sourcing information. The company used the
"Dissolving Pulp Classification tool" and Corruption Perception
Index (CPI) to conduct the risk assessment for the pulp mill.
In addition, the company also assess the pulp mill in following
aspects: certification related to environment, compliance in
labour rights and forest-level compliance.

However, as the FMU or sourcing area/map is not collected
from pulp mill, the assessment results in forest-level cannot be
adopted. In addition, the following factors related to the
sourcing risk from controversial sources are not covered in the
assessment report:

1) Violations of the rights of indigenous peoples and local
communities;

2) Plantations established after 1994 through
conversion or simplification of natural forests, and,

3) The use of genetically modified organisms (GMO).

the

The company only mentioned in the assessment that all 3
suppliers prioritize FSC certified wood material, however, by
sampling checking the procurement documents:

- Arauco supplied non-certified pulp.

Ver. 1
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2.3 This assessment identifies
all suppliers in the chain that
supply the MMCF mills,
beginning at the forest or
plantation of origin.

2.4 This assessment is updated
every year and shared with
Canopy, with permission to
share with the Leaders Group

2.5 The producer developed
additional criteria to complete
their risk assessment, to
include legality, violation of
human risks and risks related
to the conversion of natural
forests to plantations (1994

CanopyStyle Audit Report

- The certificate status cannot be verified for LD Celulose
and Sappi due to incomplete supply chain info

Risks related to legality, human rights violation, GMO
species and conversion of natural forest to plantations (1994
dates) cannot be verified. Potential risks are raised.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|Z Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The sourcing country information for each dissolving pulp mill
or supplier is available on the sourcing information. However,
the forest management unit information is not available.

Additionally, the provided transaction documents for sampled
purchasing records cannot ensure the traceability from
Hongtaiding to the claimed pulp mill due to the missed
transaction documents and/or volume issues, more details
please see above indicator 2.1 & 2.2.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The Company updates its assessment annually. During this
year's audit, the 2024 Dissolving Pulp Supplier Assessment
Report was provided to the auditor.

The company used the "Dissolving Pulp Classification tool" and
Corruption Perception Index (CPI) to conduct the risk
assessment for the pulp mill. In addition, the company also
assessed the pulp mill in following aspects: certification related
to environment, compliance in labour rights and forest-level
compliance.

The company has shared the direct suppliers’” FSC COC
certificates and suppliers’ initial assessment checklist to
Canopy via the weblink provided by Canopy, except the supply
chain risk assessment report.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|Z Commitment Not Met

|:| Insufficient Information Available
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date), use of Genetically
Modified Organism.
2.6 The MMCF producer

publishes its suppliers publicly,
or, in the absence of such
transparency, is providing its
customers with a robust track
and trace system that can be
used throughout the supply
chain up to clothing and textiles
retailers.

Summary:

Description of the finding:

The company used the "Dissolving Pulp Classification tool" and
Corruption Perception Index (CPI) to conduct the risk
assessment for the pulp mill. In addition, the company also
assessed the pulp mill in following aspects: certification related
to environment, compliance in labour rights and forest-level
compliance.

However, following factors related to the sourcing risk from
controversial sources are not covered in the assessment
report:

1) Violations of the rights of indigenous peoples and local
communities;

2) Plantations established after 1994 through
conversion or simplification of natural forests, and,

3) The use of genetically modified organisms (GMO).

the

The company only mentioned in the assessment that all 3
suppliers prioritize FSC certified wood material, however, by
sampling checking the procurement documents:

- Arauco supplied non-certified pulp.
- The certificate status cannot be verified for LD Celulose
and Sappi due to incomplete supply chain info

Risks related to legality, human rights violation, GMO
species and conversion of natural forest to plantations (1994
dates) cannot be verified. Potential risks are raised.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:
The company has shared its supplier's list in company’s

official website 1L ZR¥EZE EHTHARIAENHE A BR A 7] - SR 3K LR B

Excel spreadsheet provided listed all inputs in Xiajin mill by material type, supplier and volumes.
The FSC volume information sourced by each supplier is available.

The company has documented all raw material inputs by volume, as required. The information,
recorded in ansourcing information form, includes dissolving pulp brand, FSC claim, etc. Between
1st February 2024 and 31°t January 2025, the company purchased a total of 12500 tons of pulp
from 3 dissolving pulp suppliers via three agents.

The volume and FSC status of the material cannot be not confirmed to below concerns. From the
sampled 7 batch of purchasing, following issues existed in the traceability and transaction.

) The provided transaction documents cannot ensure the traceability from Hongtaiding to the
claimed pulp mill for Sappi pulp supply chain and LD pulp supply chain; For LD pulp, the
transaction between Hongtaiding and direct supplier is missing, the volume in the provided
imported docs is less than the volume information stated in the sourcing information form;
For Sappi pulp, the volume in the provided imported docs is less than the volume information
stated in the sourcing information form, and the consignee in the pulp imported docs is
missing; For ARAUCO pulp, the volume in the provided VAT invoice between Hongtaiding

CanopyStyle Audit Report
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and direct supplier is less than the volume information stated in the sourcing information
form

o The FSC status and FSC claim indicated in the sourcing information form does not match
with the one in the transaction docs. For LD pulp, the transaction between Hongtaiding and
direct supplier is missing, the volume in the provided imported docs is less than the volume
information stated in the sourcing information form; For Sappi pulp, there is no FSC claim
in the transaction docs in the provided 3 out of 6 VAT invoices between Hongtaiding and
direct supplier, while the sourcing information form indicated the material as FSC certified;
For ARAUCO pulp, there is not any FSC claim in the sampled invoices between Hongtaiding
and direct supplier, while the sourcing information form indicated the material as FSC
certified;

In short:

- Arauco supplied non-certified pulp.
- The certificate status cannot be verified for LD Celulose and Sappi due to incomplete
supply chain info

Additionally, the FSC Certified FMU information is missing in the spreadsheet and not collected,
which indicates that the forest information is not known.

It is the responsibility of procurement department in the corporate office to conduct the risk
assessment of the supplier.

The company used the "Dissolving Pulp Classification tool" and Corruption Perception Index (CPI)
to conduct the risk assessment for the pulp mill. In addition, the company also assess the pulp
mill in following aspects: certification related to environment, compliance in labour rights and
forest-level compliance. However, as the FMU or sourcing area/map is not collected from pulp
mill, the assessment results in forest-level cannot be adopted. In addition, following factors
related to the sourcing risk from controversial sources are not covered in the assessment report:

1) Violations of the rights of indigenous peoples and local communities;

2)

3) Plantations established after 1994 through the conversion or simplification of natural
forests, and,

4) The use of genetically modified organisms (GMO).

The company has shared its supplier’s list in company’s official website [ ZREESIAMERE R
NGl VA

3. MMCF supply chain is deforestation free — there is no conversion of natural forest to plantations
Indicators Findings

3.1 The initial date of the plantation Conformance with Indicator:
development has been documented and |:| Not Applicable

sourcing only occurs in areas identified pre

1994, or post 1994 with a supporting valid FSC [[] commitment Met

certificate. ** |:| Commitment in Progress
|:| Commitment Not Met
|Z Insufficient Information Available

Description of the finding:

The plantation establishment year information
is available in the Cannopy Supplier
Information Form. However, no solid evidence
is available. According to this sourcing

information:
e Sappi: the plantation establishment
year is 1950

CanopyStyle Audit Report Ver. 1
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¢ ARAUCO: the plantation establishment
year is 1950

e LD: the plantation establishment year
info is before 1993

By checking the procurement samples:

- Arauco supplied non-certified pulp.

- The certificate status cannot be
verified for LD Celulose and Sappi due
to incomplete supply chain info

Therefore, therefore there is insufficient
evidence to determine that those materials do
not originate from plantations established after
1994,

Summary: The plantation establishment year is available in the Canopy Supplier Information
Formsourcing information form. However, no solid evidence is available to prove this plantation

establishment year.

4, Since the signature of the Policy, all sourcing from ancient and endangered forests and other

controversial sources have been eliminated
Indicators

4.1 The MMCF producer has adopted clear
definitions for the terms included in their Policy,
such as “ancient & endangered forests,” “intact
forest,” “natural forest,” “endangered species,”
“controversial sources,” “high conservation
value,” “high carbon area,” “peatlands,” etc.
that are consistent with this document and the
forest sourcing policy template.**

4.2 All areas meeting the definition of “ancient
and endangered forests” have been identified
and mapped and suppliers and fibre that have
a high risk of being considered controversial
sources have been identified and shared with
Canopy, with permission to share Leaders
Group.**

CanopyStyle Audit Report

Findings

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The Company’s policies and procedures include
the definitions of Ancient & Endangered
forests, intact forests, and controversial
sources as the CanopyStyle framework.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The Company updates its assessment
annually. During this year's audit, the 2024
Dissolving Pulp Supplier Assessment Report
was provided to the auditor.

The company used the "Dissolving Pulp
Classification tool" and Corruption Perception
Index (CPI) to conduct the risk assessment for
the pulp mill. In addition, the company also
assessed the pulp mill in following aspects:
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4.3 Any raw materials in the MMCF producer’s
supply chain originating from ancient and
endangered forests or other controversial
sources, and acquired before the Policy was
adopted by the company, such as stocks in log
yards, will be documented, identified
accordingly and utilised by the mills.**

CanopyStyle Audit Report

certification related to environment,
compliance in labour rights and forest-level
compliance. Based on the assessment report,
no “ancient and endangered forests” or
controversial sources has been identified for
the supply chain.

However, the risk assessment only focuses on
the direct supplier and pulp mill level, and the
following gaps remain:

e the FMU or sourcing area/map is not
collected from pulp mill, the assessment
results in forest-level can not be adopted;

e following factors related to the sourcing
risk from controversial sources are not
covered in the assessment report:

1) Violations of the rights of indigenous
peoples and local communities;

2) Plantations established after 1994
through the conversion or
simplification of natural forests, and,

3) The use of genetically modified
organisms (GMO).

According to the company, all three
suppliers are low risk. According to the
Canopy Dissolving Pulp Classification Tool on
evaluation of whether sourcing from A&E
forests, all three suppliers are graded as No
Ancient and Endangered Forest sourcing
issues identified based on current
information and/or CanopyStyle Audit.

In terms of whether sourcing from other
controversial sources, for Arauco, non-
certified pulp supplied to the company,
therefore there is no guarantee that the
wood chips are not sourcing from other
controversial sources.

For LD Celulose and Sappi, since it's not able
to verify if the pulp supplied is certified or
not, therefore, it's impossible to determine
whether the sources are controversial.
Please refer to 2.1 for details on
procurement documents sample checking
findings.

Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company declared that no pulp from
confirmed Ancient and Endangered forests or
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4.4 The MMCF producer is aware of all relevant
local, national and international laws and there
is no evidence of non-compliance, with local,
national or international laws.

4.5 The commitment not to source from ancient
and endangered forests and other controversial
sources is verified.**

Summary:

other controversial sources has been sourced
before , the policy accepted in March 2024.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Interviews with management confirmed their
awareness of all relevant laws and regulations.

The auditor reviewed legally required
documents in China, including the business
license, and environmental impact
assessment. There is no information or news
indicating that the organization is non-
compliant with national and international laws.

The company holds a number of third-party
certificates, most of which covers the
compliance with applicable law, including:

e 1S09001:2015 quality management
system,

e FSC Chain of Custody,

e 1S014001:2015
Management System,

e IS045001: 2018 Occupational Health
and Safety Management System

e STANDARD 100 by OEKO-TEX®
testing and certification system.

Environment

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The Company has conducted internal risk
assessment on their supply chains to
understand the risk of sourcing from ancient
and endangered forests and other
controversial sources.

However, not all suppliers can be verified as
low risk. Note findings from 4.1-4.4 above.

The Company’s policies and procedures include the definitions of ancient & endangered forests,
intact forests, and controversial sources as the CanopyStyle framework It is declared by the
company purchasing team that no pulp from ancient and endangered forests or other

CanopyStyle Audit Report
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controversial sources have been sourced before the audit period 1 February 2024 to 31 January

2025.

The company has developed its pulp sourcing policy that is aligned with Canopy requirement and
made it public. Specific department has been assigned to conduct the supplier risk assessment
to ensure the implementation of the sourcing policy.

The Company has conducted internal risk assessment on their supply chains to understand the
risk of sourcing from ancient and endangered forests and other controversial sources.

However, not all suppliers can be verified as low risk.

5. If suppliers contravene these criteria, the MMCF producer will first engage them to change
practices and then re-evaluate its relationship with them

Indicators
5.1 All MMCF producers’ suppliers are

identified and the forest of origin is
known.**

CanopyStyle Audit Report

Findings

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company provided a sourcing information

form detailing data for three declared suppliers,
including the pulp mill name, volume, species
information, country or sub-country of origin, and
certification status of the purchased pulp, but forest
of origin-forest farm level is not available.

Pulp sources information:

Direct Pulp Species Countr | FSC Claim
supplier mill y of | declared
Origin from the
company

b 5 Ak | Sappi Eucalyptus | South FSC Mix
g1 1T B4 | Papier and minor | Africa 70%
¥ A R 2 | Holdin componen
A Beijing | 9 t is
Bolin GMBH Acacia/Euc
Zhonghe | Saicco | alyptus
New r
Material
Co.,Ltd
Wit 4k T | CELUL | Eucalyptus | Chill FSC Mix
Pt g | OSA app. Credit
PR 2 ] ARAUC

" (e} Y
Zneiiang | const

emical
Import ITUCI
ON

and SA
Export o
Co.,Ltd
i gE | LD Eucalyptus | Brazil FSC Mix
fit 7 5% & | Celulo grandis, Credit& FSC
AR A | se SA Eucalyptus 100%
5| urograndis
Shanghai
Tihao
Supply
Chain
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Manage
ment
Co.,Ltd

5.2 The MMCF producer has developed Conformance with Indicator:
procedure for engaging with suppliers, up |:| Not Applicable

to W|thdraW|n_g fro_m pyrchase and other |X| Commitment Met
agreements in situations where non-

|:| Commitment Not Met

(Note: This means potential legal and |:| Insufficient Information Available

contractual issues associated with

withdrawal are identified and addressed.)
Description of the finding:
It is clearly defined in the Supplier Due Diligence
Procedure (Canopystyle-CX-02) and Supplier
Control Procedure (Canopystyle-CX-01) that the
company does not purchase from the supplier that
has the risk of sourcing from Ancient and
Endangered forests. For other sources, such as
sourced from other controversial source, corrective
actions shall be taken. If the risk cannot be
mitigated, the company will stop purchasing.

The interviewed management staff is clear about
this requirement.

5.3 The MMCF producer has documented | Conformance with Indicator:
withdrawals from supply agreements |Z| Not Applicable
where non-conformance has been )
found.** I:' Commitment Met
|:| Commitment in Progress
|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

As no non-conformance has been detected by the
company for the suppliers, no such record exists,
which is verified via checking the supplier risk
assessment report (2025) and interview with
management staff.

Summary:

The company provided a sourcing information form detailing data for three declared suppliers,
including the pulp mill name, volume, species information, country or sub-country of origin, and
certification status of the purchased pulp, but forest of origin-forest farm level is not available.
Based on the company’s risk assessment report, no supplier is against the company’s pulp
sourcing policy.

Based on the company’s management procedure, the company does not purchase from the
supplier that has the risk of sourcing from endangered and ancient forest. For other sources,
such as sourced from other controversial source, corrective actions shall be taken. If the risk
cannot be mitigated, the company will stop purchasing.

6. The MMCF producer welcomes interested stakeholders and Leaders Group observers to verify
the implementation.

CanopyStyle Audit Report Ver. 1
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*If sourcing from Priority Ancient and Endangered Forests, the MMCF producer (and/or supplier)
is doing so in a manner consistent with the Advice Notes and actively engaging its supplier(s) to
undertake large-scale scientifically based conservation planning and seeking FSC forest
management certification for wood sourcing. (if, and when the producer is vertically integrated,
they may execute the conservation planning and FSC certification themselves)

Indicators

6.1 When requested, Canopy, Leaders Group
and other stakeholder observers are permitted
to participate freely and to report observations
during this verification process. **

6.2 The MMCF producer requires of its supplier
to complete large scale scientifically based
conservation planning, High Conservation Value
assessments, and/or High Carbon Value
assessment, identifying areas for protection,
has been completed, based on best available
science, by a credible third party, and made
public. **

6.3 If sourcing from controversial areas, with
records of conflict and human rights violation,
the MMCF producer requires of its supplier to
complete an assessment that includes
participatory mapping of lands owned or
claimed by indigenous and local communities,
identification of areas for protection, areas for
conflict resolution and remedy of past harms
that involve affected parties, their chosen
advisors and relevant stakeholders, have been
completed by a credible and mutually agreed
third party and made public.**

CanopyStyle Audit Report

Findings

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Management confirmed that the leadership
group and other stakeholders are welcome to
join future verifications as observers, and any
observations can be freely reported to the
auditor.

Conformance with Indicator:

|ZNot Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

This indicator is required when company’s
sourcing has been verified as key priority
areas of Ancient and Endangered forests.

Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

This indicator is only required when
company’s sourcing has been verified as
coming from areas where there is record of
conflict or human rights violations.
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6.4 The MMCF producer requires of its supplier
to have developed a management plan that
identifies measures to protect areas identified
in large scale scientifically based conservation
planning, HCV and HCS assessments with the
Free, Prior and Informed Consent of indigenous
and local communities whose land or land
claims are impacted and with input from
credible ENGOs.**

6.5 The MMCF producer requires of its supplier
to have developed and implemented a time-
bound action plan to actively seek the legal
protection of these areas with final land-use
decision-makers in a way that meets principles
of Free, Prior and Informed Consent.**

Summary:

Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

This indicator is only required when
company’s sourcing has been verified as key
priority areas of ancient and endangered
forests.

Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

This indicator is only required when
company’s sourcing has been verified as key
priority areas of ancient and endangered
forests.

Management confirmed that the leadership group and other stakeholders are welcome to join
future verifications as observers, and any observations can be freely reported to the auditor.

Indicator 6.2-6.5 are only required when company’s sourcing has been verified as key priority

areas of ancient and endangered forests.

7. The MMCF producer shall require their forest/wood suppliers to recognize, respect and uphold
human rights and the rights of communities and workers affected by the operations of mills and
their supply chain and affiliated companies in the forestry sector

Note: This audit focuses on only on forest sourcing and wood-based pulp production.
We recognize that there are other issues of concern and interest that are beyond the
scope of this risk verification audit. Additional actions will be required by brands,
retailers and MMCF producers to adequately address and verify health and safety,
working conditions, labour practices, equity and discrimination at mill sites.

Indicators
7.1 The MMCF producer has developed and

requires its suppliers to adopt a similar policy,
systems and procedures to implement Free,

CanopyStyle Audit Report

Findings

Conformance with Indicator:
|:| Not Applicable
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Prior and Informed Consent of indigenous
people and local communities affected by forest
operations.**

7.2 Suppliers document how they conform with
the MMCF producer’s commitment to recognize
and respect human rights, community rights,
First Nations rights and rights of workers.**

7.3 The MMCF producer and its suppliers have
a grievance mechanism and show responsible
handling of complaints and resolution of
conflicts in a transparent and accountable
manner that is mutually agreed by the parties.

CanopyStyle Audit Report

|Z Commitment Met
|:|Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company requires its suppliers in its
sourcing policy to adopt a similar policy,
systems and procedures to implement Free,
Prior and Informed Consent of indigenous
people and local communities.

Currently, Company follows up this indicator
via verifying their supplier's certification
information and related materials (i.e public
report/sustainable report and commitments,
statement, relevant Policy etc) from suppliers

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|Z Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

There is no disclosure on forest(s) level
suppliers’ information.

Based on the documents

sampling result:

procurement

- Arauco supplied non-certified pulp.

What's more, for Arauco, they have had
conflict with local and Indigenous communities
in Chile due to logging and plantations on their
customary lands.

- The certificate status cannot be
verified for the pulp supplied from LD
Celulose and Sappi due to incomplete
supply chain info.

There is not any guarantee the upstream
suppliers are implementing this requirement.

Conformance with Indicator:
|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress
|:| Commitment Not Met
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7.4 The MMCF producer and its suppliers have
developed internal capacity and organizational
structure to recognize and respect the rights of
its workers.

CanopyStyle Audit Report

|:| Insufficient Information Available

Description of the finding:

The complaint handling mechanism
(Canopystyle-CX-07, Canopystyle-CX-08) for
ensuring consistency with  CanopyStyle
standards is available. Upon receiving a
complaint, a dedicated person will manage it
and report it to the company's supervisor.

After a special discussion, the Complainant will
be informed formally within 2 weeks after
receiving the complaint with the notification of
complaint receiving and planned measure to
solve this complaint. Complaint will be
addressed within three months. The handling
plan will be communicated to the complainant,
and the results will be shared with them once
the plan has been executed.

It is confirmed via interview with responsible
person that no complaint related to Canopy is
received in the past years.

In addition, the company and 3 pulp suppliers
are all FSC certified which requires a
grievance procedure as well.

There is no disclosure on forest(s) level
suppliers’ information.

Based on the procurement
sampling result:

documents

- Arauco supplied non-certified pulp.

What's more, for Arauco, they have had
conflict with local and Indigenous communities
in Chile due to logging and plantations on their
customary lands.

- The certificate status cannot be
verified for the pulp supplied from LD
Celulose and Sappi due to incomplete
supply chain info.

There is not any guarantee the upstream
suppliers are implementing this requirement.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company has developed the Supplier
Consent Agreement with the company
concerning dissolving pulp procurement and
compliance with worker’s rights, covering
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7.5 The MMCF producer has developed
procedures to ensure its forest/wood suppliers
uphold the International Labour Organization
(ILO) Declaration on Fundamental Principles
and Rights at Work.

CanopyStyle Audit Report

force labor, child labor, payment, safety, etc.,
the supplier who has cooperation with the
company has signed this agreement.

The company and the direct supplier and the
pulp mill are all FSC certified organization,
which require relevant companies to sign the
policy for association is a declaration by the
company that they are not involved in directly
or indirectly with the activities that can violate
workers’ rights.

However, there is no disclosure on forest(s)
level suppliers’ information.

In addition, based on the procurement
documents sampling result:

- Arauco supplied non-certified pulp.

- The certificate status cannot be
verified for the pulp supplied from LD
Celulose and Sappi due to incomplete
supply chain info.

There is not any guarantee the upstream

suppliers are implementing this requirement.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company has developed the Supplier
Consent Agreement with the company
concerning dissolving pulp procurement and
compliance with human’s rights, covering the
core labor standards of International Labour
Organization (ILO), the supplier who has
cooperation with the company has signed this
agreement.

The company and the direct supplier and the
pulp mill are all FSC certified organization,
andworkers’ rights is within the certification
scope.

However, there is no disclosure on forest(s)
level suppliers’ information.

In addition, based on
documents sampling result:

the procurement

- Arauco supplied non-certified pulp.

- The certificate status cannot be
verified for the pulp supplied from LD
Celulose and Sappi due to incomplete
supply chain info.

There is not any guarantee the upstream
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suppliers are implementing this requirement.

7.6 Recognition and respect for human rights is | Conformance with Indicator:
demonstrated by the MMCF producer’'s Not Applicable
forest/wood suppliers. There is no evidence of D p-p

continuing to source from a forest/wood [] commitment Met

supplier that has failed to acknowledge or &Commitment in Progress
resolved social conflicts and remedy past or D Commitment Not Met

current human rights violations. **
|:| Insufficient Information Available

Description of the finding:

Recognition and respect for human rights is
included in the Company’s policy.

What's more, for Arauco, they have had
conflict with local and Indigenous communities
in Chile due to logging and plantations on their
customary lands.

This indicator is also a summary
requirement of 7.2-7.5 and therefore graded
as Commitment in progress.

Summary:

The company requires its suppliers in its sourcing policy to adopt a similar policy, systems and
procedures to implement Free, Prior and Informed Consent of indigenous people and local
communities.

The company has developed the Supplier Consent Agreement with the company concerning
dissolving pulp procurement and compliance with respect human rights, community rights, First
Nations rights and rights of workers, the direct supplier who has cooperation with the company
has signed this agreement.

The company and the pulp mill are all FSC certified organization, the requirement related to
human rights, worker rights and FPIC can be regarded as compliance at the company and pulp
mill level. However, as non-certified pulp supplied from Arauco and for LD Celulose and Sappi,
it's not able to define the certificate status of the pupl supplied to the company. What’s more,
the forest level suppliers are not known, There is not any guarantee the upstream suppliers are
implementing those requirements.

8. Development of Innovative and Alternative Fiber
Indicators Findings

8.1 The MMCF producer has developed and | Conformance with Indicator:
implemented an internal action plan to |:| Not Applicable
collaborate with innovative companies and

suppliers to explore and encourage the [[] Commitment Met
development of new alternative fiber sources |Z| Commitment in Progress
that reduce environmental and social impacts, .

such as agricultural residues and recycled [] commitment Not Met
fibers.** |:| Insufficient Information Available

Description of the finding:

The Company has an internal action plan to
explore and encourage the development of
alternative fibre sources which was confirmed
via interview with company supervisor of

CanopyStyle Audit Report Ver. 1
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8.2 The research and development phase for
the production of pulp and cellulosic fiber made
from alternative fiber sources has been
successfully completed and the MMCF producer
is entering a commercial scale phase.

Summary:

production and techniques department.
Currently, there is an ongoing project named:

Research and development of bamboo willow
for special pulp for Lyocell fiber production.
Bamboo willow is a new hybrid variety of willow
tree, known for its fast growth, strong
adaptability, and excellent quality; using
bamboo willow to produce specific pulp for
lyocell fiber is a new raw material and method
for lyocell fiber production. The cellulose
content and quality of bamboo willow are
higher than that of poplar and eucalyptus,
therefore it has the potential to broaden the
source of raw materials, which can effectively
alleviate the current shortage of lyocell pulp
and reduce the production costs of lyocell
fibers.

This project has passed the pilot phase and has
not yet been commercial scale phase.
Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

This project has passed the pilot phase and has
not yet been commercial scale phase. The
experimental report is available and checked.
Related patent certificate is issued in 27 Dec.
2022.

The Company has an internal action plan to explore and encourage the development of
alternative fibre sources, which was confirmed via interview with company supervisor of
production and techniques department. Currently, there is ongoing project named:

Research and development of bamboo willow for special pulp for Lyocell fiber production.-
Bamboo willow is a new hybrid variety of willow tree, known for its fast growth, strong
adaptability, and excellent quality; using bamboo willow to produce specific pulp for lyocell fiber
is a new raw material and method for lyocell fiber production. The cellulose content and quality
of bamboo willow are higher than that of poplar and eucalyptus, broadening the source of raw
materials, which can effectively alleviate the current shortage of lyocell pulp and reduce the

production costs of lyocell fibers.

This project has passed the pilot phase and has not yet been commercial scale phase.

9. Voluntary Advocacy for conservation solutions

Indicators
9.1 The MMCF producer has a track record of

participating in events that  support
collaborative and visionary system solutions

CanopyStyle Audit Report

Findings

Conformance with Indicator:
|:| Not Applicable
|:| Commitment Met

Ver. 1



42

>T‘-’referred
by Nature-

that aim to protect remaining ancient and
endangered forests.**

9.2 When prompted, the MMCF producer uses
its brand influence or purchasing influence to
positively impact conservation and
development solutions that have the Free, Prior
and Informed Consent of affected indigenous
and local communities.**

9.3 The MMCF producer publicly supports
science-based international and national
target(s) and programs for preserving
designated protected and conservation areas
that have the Free, Prior and Informed Consent
of affected indigenous and local communities.

CanopyStyle Audit Report

|:| Commitment in Progress
|Z Commitment Not Met
|:| Insufficient Information Available

Description of the finding:
During this audit, no solid evidence provided

for this indicator.

Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

During this audit, no solid evidence provided
for this indicator. In addition, the company is
not prompted during this audit period.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company has signed the World's MMCF
Producers Call on the Convention of Biological
Diversity (hereinafter: CBD to support
conserving at least 30% of the world's forests
by 2030. During this audit period, the company
has emailed to Canopy to support the CBD joint
letter and allow Canopy to use company logo
on the CBD joint letter, the email to Canopy on
25 August 2024 is provided.
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[City, Contry, date]
O, E&. BH)
To Heads of State and Government,
BEEBA RS

As time draws near for world leaders to gather in Colombia for COP 16 of the Convention on Biological
Diversity, our planet and nature depend on the collective actions of public and private sectors, as well as civil
society. to deliver the mission of the Global Biodiversity Framework. It is urgent to secure and implement
meaningful policies and decisive changes in corporate pracices, that will strengthen the relationship we have
with nature.

&»mﬁmmﬁnmemz, BIF CEMERIEAK) B 16 KK KL, RIMMRS EIRRNA
e FBR. RAVET RAFITAE RO,
e R

Our companies collectively represent 75% of the warld's viscose production, a material that commanly utiises
wood-based fibre as a feedstock. As part of the textile industry, we recognize that the protection of Ancient and
Endangered Forests is essential to mitigate climate change, maintain biodiversty, and sustain Indigenous
Peoples and local communities, More than 300 million trees are logged every year and tumed into celulosic
fabric used in the fashion industry and we recognise that our sector has the opportunity and responsibilty to
transform our supply chains to reduce the use of raw wood materials and instead utilse lower-impact
alternatives. In doing s0. we can help protect the world's most important and at-risk forests, We are working
with the non-profit Canapy and the CanopyStyle initiative. to accomplish this.

RAEAL AR R R & 2R 75%, TR LR T QA BT RN RN 1505587y —
B9 RAVARFRS REMEAEXRE, AHFRAREL. RIEWERE, SPRERDY
AR, mmnrmumwusz DIRLEF SR R4, R ML &ﬂlﬁmttrﬂﬁnﬂ*ﬁﬂwﬂw!
BHLLRRE, HE—BWD L3 + LAEA g

RS wﬂfﬁikiﬂﬁzﬁﬂ&nnpyﬂCanwymyle@ﬁ(ﬁ"# %lﬂlﬁ:ﬁﬂﬁ%

We agree with a key message included in a statement developed by Business for Nature (BIN). which said:
“voluntary action alone won't be enough. We need govemments' immediate leadership to strengthen — not

- the policies, mwm;mmmwmmmmmmhaﬂammm
nature loss by b coupled with v ty will faster innovation. transform
business models moa«/:ze investment and ensure companies are held accountable for their actions and
performance™

AAVIAF Business for Nature (TN FAARKED) ARIMBYRANE,: “ UBTLAHTHRTEH. RIITE
i 1%, K, & 2030 FERAEIL RIS
3 | B,

BRR%. R
BT TR "

* www businessfornature. org/business-statement

We also support the BN recommendations and urge you to adopt and enforce nature policies and regulations
that:

RATICH BIN (AL A GURIL, B & BRI IT 2 4 DL T 46 200 E A BORAAL

L Make sure b financial nature and ecosystems
=78

2. Ensure sustainable resource use o

3. Value and embed nature in decision-making and disclosure

4. Allgn ai financial flows to transition to 3 nature-postive, net zero, and equitable economy
Fi \ PEA
5. Adopt or strengthen adaress key nature-loss challenges
A

In addition. as a business sector whose supply chain utiises materials derived from forests. we ask that
governments give the highest priority to ensuring the protection of the worid's Ancient Forests. along with other
critically important and endangered ecosystems and direct investments to the scale-up of low-carbon, Next
Generation alternatives.

X MMERU AR BN O SR REBE SO, TRAIFOF % BECH o R A IR BRI BRY®, DL RICE REM
TESREORY, BRI KER. F—RBCHNR RN R,

We sign this statement in the spirit of collaboration and action to support the Global Biodiversty Framework's
implementation and the ambitious goal of 30x30° agreed at COP1S, to work to reverse biodiversity loss and
ensure a healthier planet by 2030,

R A b BELH MIIRAT AR 15 A B HEE 2
SR LB 30:G0" RYPEAT, AL 2030 42

¥ The 30%30 target is a goal set by the United Nations Biodiversity Conference (COP15) in 2022 to protect 30K of

ecologically representative terrestrial lands and 304 of ecologically representative waters, both marine and fresh, by 2030

with the specific intent of protecting global biodiversi

30x30 HRRRCA Bk 9 SAME 49 J K R TE 2022 FEABIL U0 E R, MDFE 2030 42 W RIP IR SONE AR FAE
« )

[Name]
[EE4Y ERRE Alex wang
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The company has made efforts to support the
science-based international and national
targets for preserving designated protected
and conservation areas related to local
community and affected indigenous. The
company has sent email to the Minister Marina
Silva, Environment and Climate Change to call
more active actions to protect the climate and
indigenous. The company also published its
vision and advocacy to protect forest.
Meanwhile, the company has asked all
suppliers to commit to FPIC of indigenous
people and local communities.

Letter to Minister Marina Silva, Environment and Climate Change (Meio Ambiente e Mudanca
do Clima/MMA)
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From SHANDONG HONGTAIDING NEW MATERIAL TECHNOLOGY CO.,LTD.
WAREE TR RA R

Dear Minister Silva,

LG EN R S

As leaders in the global textile sector, we are writing ahead of COP30 to urge world leaders to
take bold and immediate action to support nature protection and climate resilience — with a
partcular focus on forest conservation and increased investment n nature-based solutions.
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As participants in the CanopyStyle Initiative, we are committed to avoiding sourcing fibre from
Ancient and Endangered Forests, and to reducing our reliance on virgin forest fibre by using
recycled and Next Gen alternatives (including discarded textiles and agricultural residues)
instead. More than 550 fashion and textile brands, representing over $1 Trillion in annual
revenue, have also committed to purchasing man-made cellulosic fibres (MMCF), such as
viscose, rayon and lyocell, that meet these sus(ainabmty criteria.
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We strongly support conservation efforts that safeguard what remains of the world's rare and
irreplaceable forests. These ecosystems are critical to addressing the twin crises of climate
change and biodiversity loss ~ and building supply chain resilience.
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Four years ago, at COP26, 145 countries pledged to halt and reverse deforestation by 2030. Yet,
nature loss continues largely unchecked. With Brazil hosting COP30 in Belém — in the heart of
the Amazon — this summit represents a historic opportunity to change course. But realizing
that potential will require urgent and united action.
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We urge the leadership of COP30 to advance the following priorites:
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1. Support innovative financial mechanisms

SRR SR

Forests are not peripheral — they are essential infrastructure for climate stability and
economic resilience. As textile producers, we depend on natural ecosystems for raw
materials, water, and supply chain continuity. At COP29, nations pledged $300 million per
year for climate action in developing countries — just a fraction of the $1.3 trillion requested.
Moreover, nature-based solutions currently receive only 3% of global climate finance. This
must change if we are to succeed in tackling the aforementioned twin crises. Additionally,
capital needs to be mobilized to unlock the infrastructure needed to scale circular Next Gen
alternatives to forest-based products. We urge you to scale up funding for nature and circular
production and support the development of innovative inancial mechanisms.
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2, Prioritize nature-based solutions in national commitments
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Forests, land, and ecosystems must be fully integrated into countries’ Nationally
Determined Contributions (NDCs), aligned with the Glasgow Leaders’ Declaration. But
COP30 must also go further — we call on the COP leadership to forge bold international
agreements that move beyond the predictable and drive transformative cooperation in the
climate arena.
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3. Recognize Indigenous rights and leadership
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9.4 The MMCF producer is developing and
implementing specific programs to increase the
endangered species population and the
maintenance of their habitat through time, with
government and/or ENGO programs.**

Summary:

Arights-based approach to conservation must include the recognition of Indigenous People
and Local Communities (IPLC) land tenure and the upholding of
Consent (FPIC). Indi People and Local C ities (IPL(

As businesses that depend on natural resources, we want to ensure our decisions contribute to
solving the climate crisis and protecting the world’s most vital forest ecosystems. We are ready
to do our part — by shifting sourcing practices, investing in innovation, and working toward
circularity in
SLE T

We respectfully ask that you match this ambition with strong, et
COP30 that prioritize forests, finance, and frontline leadership. v
achieving an ambitious outcome at COP30 — one that will secu
sustainable path for generations to come

ceable commitments at
wish you every success in
ature’s future and chart a

AT IR, SRR

sincerely,

it 35

Alex
Fhgs

A

¢
Deputy General Manager .

SHANDONG HONGTAIDING NEW MATERIAL TECHNOLOGY CO.,LTD.
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Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Not applicable as this indicator is only
applicable to MMCF producers who manage
forests.

The company has actively supported the initiatives and events related to protect environment,
forest and indigenous people, including the email to the Minister Marina Silva, Environment and
Climate Change to call more active actions to protect the climate and indigenous. . While the
organization has asked all suppliers to commit to FPIC of indigenous people and local
communities, the company has not yet been prompted to take specific actions.

10. Responsible forest management
Indicators

10.1 The MMCF producer has defined criteria for
responsible forest management, gives a
preference for FSC certification and has
developed and implemented an action plan to
increase FSC intake.**

CanopyStyle Audit Report

Findings

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company has made public commitment to
protect the forest and give purchasing
preference to the material sourced from FSC

Ver. 1
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Summary:

certified forest, the commitment is available in
the company official website. Meanwhile, the
company has scheduled to increase the FSC
volume intake for the coming 3 years, the FSC
source increasing plan with company stamp is
available, which saying that the increasing
volume for FSC certified raw material is 100
ton/year in the coming 3 years based on the
2024 data.

Since there are gaps related to FSC certified
raw material, identified in criteria 2.1 in Annex
A, this action plan cannot be guaranteed.

The company has made public commitment to protect the forest and give purchasing preference
to the material sourced from FSC certified forest, the commitment is available in the company
official website. Meanwhile, the company has scheduled to increase the FSC volume intake for
the coming 3 years, the FSC source increasing plan with company stamp is available, which
saying that the increasing volume for FSC certified raw material is 100 ton/year in the coming 3

years based on the 2024 data.

11. Reduction of Greenhouse Gas (GHG) Footprint by recognizing the importance of forests and

peatlands as carbon storehouses
Indicators

11.1 The MMCF producer has procedures to
evaluate their suppliers’ performance in
reducing GHG.

11.2 MMCF producer has procedures to know
whether their suppliers are sourcing from
tropical peatlands and/or intact forest
landscapes.

CanopyStyle Audit Report

Findings

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

As per the Supplier Control Procedures, when
onboarding new suppliers, the company
mandates the submission of various
qualification = documents, which include
requirements for environment certification,
such as 1IS050001, which includes the
requirement of reducing GHG. However, the
assessment is just for the direct supplier, and
all the direct suppliers are trader, the company
shall evaluate the pulp mill’s performance.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Ver. 1
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11.3 The MMCF producer can document giving
preference to suppliers that are not operating
in intact forest landscapes or on drained tropical
peatlands and that have identified, withdrawn
from and are restoring peatlands and their
hydrology. **

Summary:

As per the Supplier Control Procedures, when
onboarding new suppliers, the company
assess whether the supplier is sourcing from
tropical peatlands and/or intact forest
landscapes. The interviewed assessor is
familiar with the forestmapper, their main
assessment tool. However, as the source area
in forest level is not collected from supplier,
this assessment is not implemented in reality.

Since there is non-certified pulp supplied to
the company, the commitment of not sourcing

from tropical peatlands and/or IFLs cannot

be guaranteed.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

It is clearly defined in the supplier Due
Diligence procedure that the supplier sourced
from intact forest landscapes or on drained
tropical peatlands will be ceased the
cooperation. Supplier who can provide FSC
certified material is given preference. FSC can
help reduce the risk/probability of material
from intact forest landscapes or on drained
tropical peatlands, although there is still
possibility that certified material still could be
sourced from peatlands and IFLs as FSC gives
exemptions (for example, when they are not
classified as HCV; the converted area is very
limited).

Due to the gap in missing the forest level
information, as well as there is non-certified
pulp supplied to the company, the
commitment of not sourcing from tropical
peatlands and/or IFLs cannot be guaranteed.

As per the Supplier Control Procedures, when onboarding new suppliers, the company mandates
the submission of various qualification documents, which include requirements for environment
certification, such as ISO50001, which includes the requirement of reducing GHG. However, the
assessment is just for the direct supplier, and all the direct suppliers are trader, the company

shall evaluate the pulp mill’s performance.

As per the Supplier Control Procedures, when onboarding new suppliers, the company assess
whether the supplier is sourcing from tropical peatlands and/or intact forest landscapes, the
interviewed assessor is familiar with the forestmapper, as their main assessment tool. However,
as the source area in forest level is not collected from supplier, this assessment is not

implemented in reality.

CanopyStyle Audit Report
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Due to the gap in missing the forest level information, as well as there is non-certified pulp
supplied to the company, the commitment of not sourcing from tropical peatlands and/or IFLs

cannot be guaranteed.

12. Pollution Prevention
Indicators

12.1 *This verification process will not verify at
first hand the pulp and viscose manufacturing
process which can lead to air and water
emissions that impact overall environmental
quality.

Canopy expects MMCF producers to invest in
and use the cleanest dissolving pulp and
viscose manufacturing technology

(i.e. lyocell process), and to implement the
ZDHC new viscose guidelines available at
https://www.roadmaptozero.com/post/zdhc-
man-made-cellulosic-guidelines-released

Summary:

Findings

Conformance with Indicator:

|Z Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The CanopyStyle audit will not report on this
indicator.

Other tools such as the Hot Button report will
address chemical management starting in
2020.

The CanopyStyle audit will not report on this indicator. Other tools such as the Hot Button report
will address chemical management starting in 2020.

** Indicates Critical Indicators

CanopyStyle Audit Report

Ver. 1
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Appendix B: standard checklist (CanopyStyle
Verification Framework — MMCF (Man-made
Cellulosic Fibre) Mill Checklist)

1. Evaluation of Participating site: Xiajin Hongtaiding New Materials
Technology Co.,Ltd.(hereinafter: Xiajin)

Primary Responsible Person:
(Responsible for control system at site(s))

Auditor(s):
People Interviewed, Titles:

Brief Overview of Audit Process for this Location:

Comments:

2. Standard Checklist

Ms. Zhang Xiumei, Cooperate with the
whole audit on behalf of management
representative

Lisa LV, supported by Peiying ZHOU

- Mr. Dai Kewen, head of the factory

- Mr. Feng Dianxiao, Supervisor of Raw
material Warehouse

- Mrs. Sun Lihua, statistician of raw material
warehouse

Please refer to Section 3.3 above for
Description of Overall Audit Process.

This mill is responsible for lyocell staple fiber
production and material and products storage
without involvement in pulp sourcing.

1. The MMCF producer has publicly communicated and is implementing the Fiber Sourcing/Forest

Policy
Indicators

1.1 Key managers at each production site/mill
are aware of the Policy and demonstrate a
similar commitment to implement it.**

CanopyStyle Audit Report

Findings

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

As a subsidiary of Shandong Hongtaiding New
Material Technology Co., LTD, Xiajin mill
completely follows the policy developed by
mother company, the mother company has
published Fibre Procurement Policy for
Protecting Forests to promote sustainable forest
management and conserve ancient and
endangered forests (effective on 30% January
2023 and updated on 28t March 2024), the

Ver. 1
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1.2 Each production site’s/mill’s managers
have developed procedures to implement the
Policy, when relevant.**

Summary:

policy is publicly available on its website:
https:// 1231 72 40 8 A4 LR 4 A BR 28 A - B0
Interviewed with key managers responsible for
Canopy audit and confirmed that they knew this
procurement policy.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:
As a subsidiary of Shandong Hongtaiding New

Material Technology Co., LTD, Xiajin mill
completely follows the procedures developed by
mother company to implement the policy
focusing on Canopy requirement, which is
confirmed via the interview with Canopy
representative from mother company.

As a subsidiary of Shandong Hongtaiding New Material Technology Co., LTD, Xiajin mill completely
follows the policy and procedures related to Canopy requirements developed by mother company,
which is confirmed via the interview with Canopy representative from mother company.

2. The MMCF producer only sources raw material from suppliers that are transparent, traceable
and are in conformance with the policy- and all sourcing from the local site is consistent with the

corporate desktop audit.
Indicators
2.1 The production site/mill maintains all

purchase and sales, documentation related to
the wood fiber inputs.

CanopyStyle Audit Report

Findings

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The company’s corporate office is in charge of
evaluating suppliers and selecting a pool of
suppliers. The mill then conducts the sourcing
from the selected pool of suppliers. All the
purchasing documents are maintained at the
mill. However, the accuracy of the data declared
in the sourcing information form did not match
with the provided purchasing documents for the
7 sampled purchasing transactions, details
please refer to indicator 2.1 under Annex A.

Ver. 1
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2.2 The mill/production site maintains all
delivery documentation received with the wood

fiber inputs.

2.3 All wood fibre input going into the mill is
consistent with and identified within the MMCF
supply chain assessment provided during the
desktop audit.

2.4 When sourcing from certified or verified
land origin, the supplier code and claim for the
applicable third-party verification is included on
sales and delivery documentation.

CanopyStyle Audit Report

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met

|:| Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Xiajin mill has saved all the delivery notes and
raw material reception records, the delivery

notes and reception records for sampled
purchasing transaction (BL-XJHTD-
241120C1034A and HJ24P01V075) were

provided and reviewed. Details please refer to
indicator 2.1 under Annex A..

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

For this audit, it is declared that all pulp for
Xiamin mill is sourced from three pulp mills:
SAPPI, Arauco, LD for the audit period, and
auditor checked the raw material stock-in
account and the raw material warehouse.
Arauco and LD Celulose are found at the
warehouse. Sappi, According to the company,
it's used out.

In addition, there are additional pulp that are
recorded in the financial ledger book, and they
are Georgia-Pacific, International Paper. Sun
Paper, on the other hand, were detected stocked
in the warehouse. The company provided
evidence showing that those additional pulps
were purchased before the auditing period and
the pulp from Sun Paper in the warehouse now
actually is owned by another company, who
leased the warehouse for saving temporarily.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Ver. 1
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2.5 The production site maintains and can
verify a summary of annual purchases (or
inputs).

2.6 All MMCF producers provide outgoing
transportation documents and certification
status if relevant. Supplementary information
should include the forest/plantation of origin
when known.

CanopyStyle Audit Report

Description of the finding:

There are following gaps detected from the
sampled transaction:

The FSC status and FSC claim indicated in the
sourcing information form does not match
with the one in the transaction docs. For LD
pulp, the transaction document between
Hongtaiding and direct supplier is missing, the
volume in the provided imported documents
is less than the volume information provided
in the sourcing information form; For Sappi
pulp, there is no any FSC claim in the
transaction docs in the provided 3 out of 6 VAT
invoices between Hongtaiding and direct
supplier, which is against the FSC claim in the
sourcing information form; For ARAUCO pulp,
there is no any FSC claim in the sampled
invoices between Hongtaiding and direct
supplier, which is again the FSC claim in the
sourcing information form.

In short:

- Arauco supplied non-certified pulp.

- The certificate status cannot be verified for the
pulp supplied from LD Celulose and Sappi due to
incomplete supply chain info.

Detail, please refer to indicator 2.1 under
Annex A.

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|:| Commitment in Progress

|Z Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

Due to concern raised in indicator 2.1 under
Annex A, this indicator is graded as Commitment
Not Met.

Conformance with Indicator:

|:| Not Applicable

|Z Commitment Met
|:|Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

In total, 6 sets of sales documents sampled,
and they are all showing the product traded

Ver. 1
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are non-certified and sold in the name of
Shandong Hongtaiding New Materials Co.,Ltd.

No supplementary information on
forest/plantation of origin.
Summary:

The company’s corporate office is in charge of evaluating suppliers and selecting a pool of
suppliers. The mill then conducts the sourcing from the selected pool of suppliers. All the
purchasing documents are maintained at the mill. For the volume and FSC status, they are not
confirmed by the auditor. From the sampled 7 batch of purchasing, issues existed in the traceability
and transaction.

There is additional pulp that are recorded in the financial ledger book as well as detected at the
warehouse during on-site visit.

In total, 6 sets of sales documents sampled, and they are all showing the product traded are
non-certified and sold in the name of Shandong Hongtaiding New Materials Co.,Ltd.

No supplementary information on forest/plantation of origin.

3. No conversion of natural forest to plantations.
Indicators Findings
3.1 The initial date of the plantation | Conformance with Indicator:

development has been documented and |:|NotAppIicabIe

sourcing only occurs in plantations established ;
before 1994** |:| Commitment Met

|Z Commitment in Progress
|:| Commitment Not Met
|:|Insufﬁcient Information Available

Description of the finding:
The risk assessments on supply chains for all
suppliers were conducted by the corporate

office. Detailed findings please refer to indicator

3 under Appendix A for corporate audit.
Summary:

The risk assessments on supply chains for all suppliers were conducted by the corporate office.

Detailed findings please refer to indicator 3 under Appendix A for corporate audit.

4. Since the signature of the Policy, all sourcing from ancient and endangered forests or other
controversial sources have been eliminated.

Indicators Findings

4.1 The production site/mill is aware of all = Conformance with Indicator:
relevant Iogal, natpnal and |nternat|ona! laws |:| Not Applicable

and there is no evidence of non-compliance, ;

with local, national or international laws.** [X] commitment Met

|:| Commitment in Progress

CanopyStyle Audit Report Ver. 1
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4.2 Production site/mill understands the
definitions of Ancient and Endangered forests
and controversial sources. They also comply
with the commitment to not receive wood
from Priority Ancient and Endangered forests,

as outlined in the Advice Note and from
controversial sources.

4.3 Production mills have conducted
assessment of presence of Ancient and
Endangered forests, as outlined in the Advice

CanopyStyle Audit Report

|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:

Interviews with management confirmed their
awareness of all relevant laws and regulations.

The auditor reviewed legally required
documents in China, including the business
license, and environmental impact assessment.
There is no information or news indicating that
the organization is non-compliant with national
and international laws.

The company holds a number of third-party
certificates, most of which covers the
compliance with applicable law, including:

e IS09001:2015 quality management syste

e FSC Chain of Custody,

e 1S014001:2015 Environment Managemik
System,

e IS045001: 2018 Occupational Health
Safety Management System

e STANDARD 100 by OEKO-TEX® testing
certification system.

(o)}

a)

Conformance with Indicator:

|:| Not Applicable

|:| Commitment Met

|Z Commitment in Progress

|:| Commitment Not Met

|:| Insufficient Information Available

Description of the finding:

The mother  company  oversees fiber
procurement, and the mill is not involved in any
fiber  procurement activities, but only
maintaining the procurement documents.The
training record showed that staff from
Procurement department was trained on 17
December 2024, however, parts of the
management staff interviewed from
procurement department, showed incomplete
knowledge on Canopy.

Corporate office has conducted the risk
assessment on their supply chains to understand
the risk of sourcing from ancient and
endangered forests and other controversial
sources. Detailed findings please refer to
indicator 2 and 4 under Appendix A.

Conformance with Indicator:
|Z Not Applicable
|:| Commitment Met

Ver. 1
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Note and other controversial sources in their |:| Commitment in Progress
ood supply areas.
w upply ar [_] Commitment Not Met

|:| Insufficient Information Available
Description of the finding:

The assessment was conducted by corporate
office. Detailed findings please refer to
indicator 2 and 4 under Appendix A.

4.4 The sourcing from regions that contain | Conformance with Indicator:
Ancient and Endangered forests, as outlined in Not Applicable

the Advice Note and other controversial > p.p

sources, is verified to be low risk by this [[] commitment Met

CanopyStyle audit. |:| Commitment in Progress
|:| Commitment Not Met
|:| Insufficient Information Available

Description of the finding:
The assessment was conducted by corporate

office. Detailed findings please refer to
indicator 2 and 4 under Appendix A.

Summary:

Interviews with management confirmed their awareness of all relevant laws and regulations. The
auditor reviewed legally required documents in China, including the business license, and
environmental impact assessment. There is no information or news indicating that the organization
is non-compliant with national and international laws.

The mother company oversees fiber procurement and conducts the risk assessment for supplier,
Xiajin site just choose supplier from the eligible supplier list provided by mother company.

5. If suppliers contravene these criteria, the MMCF producer will first engage them to change
practices and then re-evaluate its relationship with them

Indicators Findings

5.1 Production sites/mills have a documented | Conformance with Indicator:
program for. mopitoring performance of |Z Not Applicable

suppliers which includes procedures for ;

identifying  non-conformances to  their [[] commitment Met

CanopyStyle policy and sanctions to suppliers |:| Commitment in Progress
in such cases where non-conformances are |:|Commitment Not Met

identified.
|:| Insufficient Information Available
Description of the finding:
Supplier performance monitoring program
was conducted by the mother company and
shared with the mill.

Summary:
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Supplier performance monitoring program was conducted by the mother company and shared with
the mill.
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Appendix C: RECOMMENDATIONS FOR IMPROVEMENT

The CanopyStyle Initiative has developed these recommendations to provide direction on
how companies should address some of the main non-conformities found in this audit
report.

These recommendations have been developed by Canopy, presented to the company for
feedback, and are provided as an appendix in this audit report for use by the company
and auditors, starting immediately after finalization of the audit report.

Canopy congratulates Shandong Hongtaiding for completing their first CanopyStyle
audit. The report concludes that the company may have low risk of sourcing from
Ancient and Endangered Forests and other controversial sources but further verification
is required; this finding arises from discrepancies and gaps in documentation.

However, the company has made considerable improvements to their systems to
comply with CanopyStyle requirements and dedicated capacity for further
implementation. In the spirit of continual improvement, Canopy recommends the
following actions:

1. Continue to deepen the understanding of Shandong Hongtaiding’s commitment to
avoiding sourcing from Ancient and Endangered forests, both internally, and with supply
chain partners.

2. The company should conduct additional due diligence as part of its internal risk
assessment, which includes efforts identify the forest of origin. If the company cannot
identify the forest of origin, the company should know the region and species of tree
being used for the pulp. This is particularly relevant to suppliers that have possible risk.
This can help determine risk levels.

3. Continue to increase the use of FSC Mix and FSC 100% (note that Controlled Wood is
not considered as certified). The company should ensure that there is a clear chain of
documentation regarding the sourcing of wood from FSC certified suppliers, otherwise
claims of buying certified inputs cannot be verified.

4. With support from Canopy, collaborate with conservation organisations involved in
protecting forests either in region of sourcing or home country.

5. Explore the use of Next Generation Fibres to replace forest fibre used, and develop
an action plan to integrate recycled inputs into production.

6. Adopt best in class processing technologies. Work with experts in the field to
implement pollution control technologies to limit their impact. Implement the new ZDHC
MMCF guidelines for chemical management, which give the suppliers unified criteria for
measuring output indicators like wastewater, air emissions and other process- related
parameters.

We recommend that the company develop an action plan to address these priority
issues, so that they can be addressed before the next annual audit. Since a new facility
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is being built and is almost operational currently, we would recommend an audit in early
2027 that would include all facilities of the company.

As mentioned in the CanopyStyle audit framework, ongoing audits and/or random site
visits will be essential to ensure that Shandong Hongtaiding continues to implement
their policy and meets the expectations of the CanopyStyle Initiative. Once again, we
applaud Shandong Hongtaiding for undergoing and completing the audit and for
achieving low risk of sourcing from Ancient and Endangered Forests in its supply chain.
We look forward to working collaboratively to address any outstanding issues.
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