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ZH International Holdings Limited

FEBRRZERERAS

ABOUT THIS REPORT

AR A E

ZH International Holdings Limited (the “Company”, together with
its subsidiaries as the “Group”) is pleased to present the first
Environmental, Social and Governance Report 2016 (the ‘Report’) to
provide an overview of our commitment in achieving environmental,
social and governance goals through our sustainability pillars.

PREPARATION BASIS AND SCOPE

This Report is prepared in accordance with Appendix 27 to the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) — “Environmental, Social and
Governance Reporting Guide” and has complied with the “comply or
explain” provisions as set out in the Listing Rules.

This Report summarizes the effort contributed by the Group in
respect of corporate social responsibility in 2016, covering its
operations which are considered as material by the Group such as
property development, property investment and management, hotel
operations and securities trading and investment property investment
and management in Hong Kong, the People’s Republic of China (the
“PRC”), the United States (the “U.S.”) and overseas. As it is the first
time for the company to publish of the Report, it does not contain all
recommended disclosure. The Group will continue to optimize and
improve the extent of disclosure. This Report shall be published in
both English and Chinese. Should there be any discrepancy between
the English and the Chinese versions, the English version shall prevail.

REPORTING PERIOD

This Report demonstrates our sustainability initiatives during the
reporting period from 1 January 2016 to 31 December 2016.
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INTRODUCTION

=
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The Group, is currently pursuing twin engines of growth - the
Real Estate Investment Trust (“REIT”) ownership and management
strategy (“REIT strategy”) in the U.S. and expansion in real estate
development in the PRC. The Company is seeding and growing two
U.S. listed REITs, namely, American Housing REIT, Inc. and Global
Medical REIT, Inc. with dividend yields of 6% to 8%. Apart from
the REIT strategy, the Group has four main businesses — property
development, property investment and management, hotel operations
and securities trading and investment in Hong Kong, the PRC and
overseas.

The Group has recognized the importance of sustainable
development. In order to response to growing trends on the
expectation of the stakeholders on the corporate responsibility
performance, the Group is committed to responsible operation
and value creation for stakeholders and community by integrating
environmental and social factors into management considerations.
Sustainability strategy is based on the compliance with the legal
requirements applicable to us and opinions from stakeholders.
Sustainability is crucial for the Group’s growth in order to achieve
business excellence and enhance capabilities for long-term
competitiveness. The Group has established and implemented
various policies to manage and monitor the risks related to
environment, employment, operating practices and community.
Details of the management approaches to sustainable development
of different areas are illustrated in this Report.
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ZH International Holdings Limited

EEEREZERERAE

Expectations and opinions from our stakeholders are important
and valuable. The Group engages its stakeholders through utilizing
different channels as listed in the table below. Through stakeholders

STAKEHOLDERS’ ENGAGEMENT

K EZE

engagement, the Group understands the expectations and concerns
from stakeholders so as to facilitate the formulation of strategies for

sustainable development.

Stakeholders
BHoE

Government

BT

Issue of concern

BEER

To comply with applicable laws,
rules and regulation

Proper tax payment

Promote regional economic
development and employment

ETERER - RBIRAED
BOEMT

HEEHEEERRRE

Engagement channels

SHRRE

On-site inspections and checks

Research and discussion through
work conferences, work reports
preparation and submission for
approval

Annual reports

Website
REER LGS
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FERE
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HERAEEY  EPRAENHLE  ARETRESHNIRE
B LB HE TR ERRER o

Measures

#it

Provide job opportunities,
operated, managed and paid
taxes according to applicable
laws, rules and regulations,
strengthened safety management;
cooperated with government’s
supervision, inspection and
evaluation regarding environment,
safety and integrity, and actively
undertook social responsibilities.
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Stakeholders
BE

Shareholders
and Investors

BEREEE

Issue of concern

BEEE

Low risk

Continuous stable return on the
investments

Timely information disclosure and
transparency

Protection of interests and fair
treatment of shareholders

Operations in compliance with
applicable laws, rules and
regulations
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Engagement channels
SHRE

General meetings, such as annual
general meeting and extra-ordinary
general meetings

Annual reports, interim reports and
corporate announcements

Official website

BERARE (WBRBERE KRR
FrRIAE)

FERE  PHRERARAE

B 7 8k

SE-NERE. HEREARE

Measures
it

Disclosed company’s information
by publishing timely corporate
announcements/circulars and
annual report, interim report and
corporate governance report and
other periodic reports (as required)
in accordance with applicable
laws, rules and regulations

Disclosed company contact
details on website and in reports
and ensured all communication
channels available and effective.
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FEBRRZERERAS

Stakeholders
BE

Employees

=)
i

Customers

5P

STAKEHOLDERS’ ENGAGEMENT

Issue of concern

BEEE

Competitive remuneration
packages

Decent working environment

Good career development
opportunities

Sound health and safety protection

B35 e H BN 8
AFEE TIERIR

RIFHIBEERERME
TENRERZ2RE

Safe and high-quality products
and services

Stable relationship
Information transparency
Integrity

Business ethics

ZxMEEER MR

K EZE

Engagement channels
SHRE

Training, seminars, briefing
sessions

Cultural and staff welfare activities

Staff announcements

Regular performance appraisals
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Website, brochures, annual
reports

Email and Customer service
hotline

Feedback forms

Regular meetings

oyt SEM - FERSE
BE LT P RE LR
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Measures

B

— Provided a healthy and safe
working environment

— Improve internal management
systems such as staff recruitment
and promotion

— Cared for employees by helping
those in need and organizing
employee activities
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— Strengthened quality management
to ensure stable production
and smooth transportation, and
entered into long-term strategic
cooperation agreements

— Improve customer complaint
handling process
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Stakeholders Issue of concern Engagement channels Measures
BHE 22p=2=8 SHRE #it
Suppliers/Partners -  Long-term partnership — Business meetings, supplier — Invited tenders publicly to select
conferences, phone calls, best suppliers and contractors,
— Honest cooperation interviews performed contracts according
to agreements, enhanced daily
— Fair, open — Regular meetings communication, and established
long-term cooperation with quality
— Information resources sharing —  Site visits and assessment suppliers and contractors
— Risk reduction — Tendering process — Ensure transparency in

procurement process and receive
internal and external supervision
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Peer/Industry —  Experience sharing — Industry conference —  Stuck to fair play, cooperated
associations with peers to realize win-win,

— Fair competition —  Site visit shared experiences and attended
seminars of the industry so as to
promote sustainable development
of the industry.
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ZH International Holdings Limited

FEBRRZERERAS

STAKEHOLDERS’ ENGAGEMENT

K EZE

Stakeholders Issue of concern Engagement channels Measures
BHE Bx=E SEHRE #it
Financial Institutions — Compliance with applicable laws, - Consulting —  Complied with regulatory
rules and regulations requirements in a strict manner,
— Information disclosure disclosed and reported true
— Disclosure information information in a timely and
—  Reports accurate manner according to
- Good creditworthiness and strong law

ability to pay debts
— Pay debts on time to keep good
— Stable business development creditworthiness

— Strengthen cooperation with
domestic and foreign banks
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—  Environmental responsibility as to promote community building
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ENVIRONMENTAL ASPECTS

REREME

The Group is committed to minimising its environmental impact
as a real estate owner and developer. It believes that lowering
the environmental footprint of its buildings creates value for its
stakeholders. It incorporates environmental sustainability in its life
cycle management, in all stages of a project, from feasibility, design,
procurement, construction, operation to redevelopment. Monitoring
environmental impacts is integral to its business operations, as
efficient use of environmental resources such as energy and water
contributes to the operational efficiency and long-term sustainability
of the company. During the reporting period, most of our operations
are wholly office based. Therefore, our environmental impact is minor
compared to that of many other industries. The following elements
are the Group’s material environmental aspects of business functions
including investment and property development.

EMISSIONS

The Group’s policy of “Environmental Facilities Operation and
Management System” is established to oversee the emission control
of air pollutants, wastewater and solid wastes. It aims to promote
importance of environmental protection by controlling energy and
resource consumption and pollution prevention. Specific personnel
are appointed to monitor the environmental performance of the
operations and check if the emission meets the relevant national
standards.

Climate change is gradually concerned by the community. The Group
manages the carbon footprint by minimizing the energy consumption
and water consumption as these activities cause significant emission
of greenhouse gas. Policies and procedures adopted on resources
saving are mentioned in the section “Use of resources” of this Report.

Solid waste produced by the Group mainly generated from the daily
paper usage, office document waste and staff food waste in the
office operation. To mitigate the amount of solid waste produced,
the Group had taken measures to reduce the amount of paper
consumption by improving the efficient use of paper. We have
engaged specific recycler to handle the paper wastes. During the
reporting period, there was 1,030 kg of paper wastes are recycled.

The Group is in strict compliance with relevant laws and regulations
for environmental protection in the place where we operate. The
Group has not been aware of any material non-compliance with
relevant environmental laws and regulations during the reporting
period.
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FEBRRZERERAS

ENVIRONMENTAL ASPECTS

REREME

USE OF RESOURCES

The Group has adopted policies and guidelines to improve the
efficiency in energy, water and other material consumption, including
“Energy Saving Management System”. In our daily operation,
electricity, water and paper are the major resource consumption.

In view of the scarcity of resources, the Group advocates policies
and procedures on efficient use of resources as mentioned in “Staff
Handbook”. For example, air conditioner operating temperature is set
within a reasonable range. Heat exchangers of the cooling system
are checked and repaired regularly to secure their efficiency. Lights
and electrical appliance should be turned off before leaving the
room. We consistently seek ways to improve energy efficiency and
lower electricity usage in our facilities. The Group also motivates all
its employees to participate in resources conservation activities and
encourages them to save water, power and paper, including reducing
the times of business travel and encouraging double-sided printing.
Internal security staff also patrol the offices after the employees finish
duty to ensure there is no wastage of power.

THE ENVIRONMENT AND NATURAL
RESOURCES

For projects requiring construction, the Group and its subsidiaries
have clarified the management responsibilities of each post and
taken measures to protect the local ecological environment and
avoid the occurrence of environmental pollution and ecological
damage on construction sites as stipulated in the “Pollution accident
Management” session of the “Environmental Facilities Operation and
Management System”.
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SOCIAL ASPECTS

HEEHE

EMPLOYMENT AND LABOUR PRACTICES
Employment

The Group believes people are important assets of the company,
which is the foundation for success and development of the
Company. The Group’s “Personnel Policies & Procedural Manual”
and “Staff Handbook” sets out the standard of staff recruitment,
promotion guidelines, remuneration scale, work hours, rest breaks,
holidays, termination of employment and compensation matters.
The principle of equal opportunities is applied in the recruitment
policy. The Group promotes fair competition. All candidates have
equal opportunity for vacancies regardless of gender, age, marital
status, religion, race, nationality, disability or any status protected by
law. In order to encourage diversity in the company, both external
talents and internal employee are welcome to apply for positions in
the company. The adoption of those human resources policies and
procedures also ensures the Group’s compliance of the relevant
labor laws and regulations where it operates. During the reporting
period, there was no non-compliance or breach of legislation related
to applicable employment laws and regulations.

The Group has established a welfare system suitable for enterprise
development and employees’ growth. It provides various benefits to
employee such as subsidies on holidays and festivals, home leaves,
meal, transportation and residential allowance. The budget for the
benefits is planned and reviewed annually. The Group advocates
harmonious and work-life balance culture through a diverse choice
of activities such as annual dinner, tug of war competition, leisure
trip, outstanding employee award etc. Those activities can enable
employees to relax and enhance the communications among
employees.

Health and Safety

The Group strives to provide a healthy and safe working environment
for our employees. The Group aims to achieve zero accidents
and build good image and reputation. The Group promises that
all the construction projects fully comply with all the regulations
regarding occupational health and safety, providing an effective and
safe working environment for our employees. As stipulated in the
Group’s policy, all construction projects must follow related laws
and regulations and requirements of the contract to formulate safety
procedures. Besides, the safety measures and procedures in the
construction sites are monitored and evaluated its effectiveness.
If there is accident, emergency procedures will be put in practice.
The Group has not been aware of any material non-compliance with
relevant laws and regulations during the reporting period.
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SOCIAL ASPECTS

HEEHE

Development and Training

The Group offers different trainings and development opportunities to
our staff in order to strengthen work-related skills and knowledge and
improving operational efficiency and productivity as mentioned in the
Group’s “Employee Training Management System”. It aims to ensure
employees to understand the values and culture of the Group so as
to execute the Group’s policies and procedures.

In the Group, training is mainly divided into two levels:

First level training refers to the corporate level training, which is
organized depends on the needs of the corporate strategic needs.
For instance, corporate culture, management, technical training.
Different modes of trainings and activities are offered to employees in
order to enhance their learning experience. Example of activities are as
follows:

1. External instructors training
External instructors are invited to the company to deliver
trainings for different topics, for instance, finance, engineering,
design and planning, marketing, property management and
property development business chain etc.

2. Field trip
Every year, the company offers chance for employee to have
oversea field trip to learn real estate development knowledge
(e.g. property management, design concept, project
management, quality enhancement).

3. Directors training
The company selects 2 to 3 middle/senior management
personnel to prestigious universities like Tsinghua University
or Peking University for training so as to learn latest real
estate management concept and enhance leadership skills of
management personnel.

4. 48" management system training
4S management system ensures the company operates
effective. Therefore, all employees received at least twice 4S
management system training every year.

! It refers to Sort, Set in Order, Shine and Standardize.
! HOE B - RTRRIEE(E ©
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5. Orientation Training
It is the training that delivered to the new employees, including
corporate culture and other operation procedure.

6. Internal instructor training
It is arranged by Human Resources Department and
includes corporate culture, company’s fundamental system,
management concept, course sharing etc.

Second level training refers to the internal trainings for departments,
which is more technical and specific to the department All trainings
are recorded and the training contents and the feedbacks are
reviewed regularly.

Labour Standards

The Group has implemented “Corporate Social Responsibility Policy”
in order to show the commitment of the Group in maintaining labour
standard. The Group respects the human rights and freedom,
discrimination and forced labour are strictly forbidden. The Group
strives to provide a safe working environment and living condition
in order to protect the safety of employee’s health and safety. The
Group guarantees employees have equal opportunities regardless
of race, status, gender, age, marriage, disabilities, nationalities,
regions etc. To prevent child labour case, the Group’s ‘Human
Resource Management Policy” has stipulated that only candidate
aged 18 or above will be employed. The Group is in strict compliance
with relevant laws and regulations. During the reporting period, the
Group did not discover any significant risk exposure in relation to the
employment of child labour for works of hazardous nature, forced or
compulsory labour in any operation.

Environmental, Social and Governance Report 2016
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SOCIAL ASPECTS

HEEHE

OPERATING PRACTICES

Supply Chain Management

The Group works closely with its contractors and suppliers who
are committed to high quality, environmental, health and safety
standards. Contractors are only appointed for its projects upon
meeting the Group’s stringent selection criteria, one of which
is safety. The Group’s “Tendering, Procurement Management
Handbook” is established to enhance supply chain management and
maintain a long-term, stable relationship with suppliers. Tendering
process is in strict compliance with related laws and follows the
principle of fairness, openness and integrity. In order to mitigate the
risks raised from suppliers, the Group has a robust supplier section
procedure. All potential suppliers are evaluated by a list of criteria.
Site inspections are conducted when needed in order to understand
the operations and background of the suppliers, including but not
limited to safety procedures, quality of work. The result of evaluation is
treated seriously. If there is malpractice in the evaluation process, the
assessor will be punished.

Product Responsibility

Achieving and maintaining high quality standard for projects
are utmost important for sustainable growth of the Group. The
construction process of the projects is controlled and monitored
regularly in order to ensure we deliver safe and good quality of
services to our customers according to policies on quality control,
customer satisfaction management and complaint handling. The
Group is in strict compliance with laws and regulation related product
responsibility. During the reporting period, the Group did not discover
any significant risk exposure in relation to the product responsibility.

(i) Quality Control

The Group has consistently adhered to its promise “quality
first”, and takes quality improvement as the eternal theme
in construction process. In accordance with its business
development demand, the Group has adopted “Construction
Quality Control Operation Guideline “, which focuses on
improvement of owner’s satisfaction and project quality.
There are five key steps for the operation procedure. First of
all, the project management center (the “center”) organizes
all the related parties (e.g. designing unit, monitoring unit,
all contractors) to discuss the blueprint for the project. The
contractor will draft a proposal based on the blueprint and real
life situation All the documents are reviewed by the center.
All the procurement of material must follow the requirements
in the contract. Secondly, a prototype is made before
construction in order to make sure the quality meets the
standard before construction. Thirdly, the key processes (e.g.
structure, waterproof) and area are checked regularly during
construction process. After the completion of the project, it
will be reviewed and checked by engineer and the center. If
there are any incidents or complaints related to quality of the
project, the contractor must report to the center and the case
is followed up and starts the investigation and drafting the
“Quality Incident Report”.

14

EEEN
HEEEE
AEMEALBRTEEL - BE - RERZ2TEOROBRGEEE

EAfE e 7¥<’EF§E?‘T‘Q$EIE‘J}ET&% BIRE(EPR—IRA 2 2) &
FEEZEREER - AEETAIHEE RBEEFM - UES
fﬁﬁé%%i@&%ﬁ%iﬁifﬁﬁéﬁﬁﬁﬂ CREMBR - BERFEREST
o ARER IR B R R E

?ﬁﬁféﬁ}f&jigﬁ ? NFERAIERRAY
CAEERBTENHERREIEF  MBEEEHERHR X

7§U RAEEITRIA Z%Tﬁﬂ ERNEBLE R - $§%Eﬁ%%§l§%
’;‘iﬁﬁai‘@%g BEETNRRLZERERF  TEEE - MaTE4E
EXBRELF - WA BBRTFETETR  SHEABZBIES -

EmEE
ERNAREENSEERENASENARELEREHEZ - &
EREMREAHEEEEH  ERPWMEEEERRFRENERER
EPRHUZ2EEMNRYE - AREEHERERNERBRE - &K
EEBETAHMERAEENERNER - RBEHR  AERELTE
BREMAHERAEENERNRR -

EE2EY
AEEEFRTHIE8E —

(i)
JyEeE - WHERRBEPIER
BITRESEN T - REBERBEEEBERT REMNE
TEER %UT 1155l ] - ZIESI B INRES XM EE RIA
AEE  -BRIFEFODAABIELSR Ef‘ﬁ HEEEFDL
((EF/L\J)iﬂﬁﬁkFﬁﬁﬁﬁ@)\t(ﬁlJZZD FTEENL - BAIBELL - FRE
AEE)NwARNRAE - ABRBRERAERERER
BR—iEE - IAXH AT OEN - TARBM AR

BEAHOEPORE - KR IASE— ) REER - U
fn‘%ﬁ@lﬁ@?ﬁ%ﬁé%ﬁ o iR RERBEPERREHR
TR (Pl - ) RIES - HE TR - TiZR RSO
e Lﬁ%ﬁ%l HFAEERNEREIER E8 M FWIRF - &

BREARTOER  ERFEGRRMLHRAERERE
BEMHRE] -



(iii) Customer Satisfaction Management and Complaint

Handling

In order to improve the customer satisfaction, the Group
has established a “Customer Satisfaction Investigation
Management Procedure” It aims to do research on and
understand the needs of the customers. Customer satisfaction
survey is carried out to understand the feedback of customers
regarding the quality of the process of property development,
sales and after-sale services.

Moreover, complaint handling is crucial to increase the
customer satisfaction. The Group has established internal
procedures to provide guidelines for employee to response to
complaint effectively and efficiently.

(iiij  Customer Information Protection and Privacy

The Group places the utmost importance on protecting the
privacy of its customers, partners and staff in the collection,
processing and use of their personal data. As stipulated
in “Customer Information File Management System”, the
Group adheres to the applicable data protection regulations
and ensures appropriate technical measures are in place to
protect personal data against unauthorized use or access.
The Group also ensures that customers’ personal data is
securely kept and processed only for the purpose for which it
has been collected. Staff are provided with adequate training
in compliance with applicable laws on data privacy protection,
to strengthen their awareness of safeguarding personal data.

Anti-corruption

The Group maintains a high standard of business integrity throughout
its operations and tolerates no corruption or bribery in any form, the
Group strictly complies with relevant laws and regulations relating to
anti-corruption. In order to build up an ethical corporate culture and
practices, the Group has established “Anti — Corruption Management
Practice” for anti-corruption and anti-money laundering.

The Group has also adopted a whistleblowing system and procedures
for all levels and operations under the Group to raise concerns, in
confidence, about possible improprieties in any matter related to the
Group such as misconduct and malpractice. A department under
audit committee is specific for handling complaints related to bribery
or corruption. Employee can report to the department by phone or
email anonymously. Additionally, a fair and open tendering procedure
is adopted for all projects to prevent corruption, and all tender
documents are kept confidentially, restricted to concerned parties.
Tender evaluations are systematically based on the Group’s internal
policies.

During the reporting period, no concluded cases regarding corrupt
practices brought against the issuer or its employees were noted.
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SOCIAL ASPECTS

HEEHE

COMMUNITY

Community Investment

The Group is committed to contribute to the society and foster
positive relationship with the communities in which the Group
operates. The Group has established “Corporate Responsibility
Policy” to understand the needs of the community, such as villagers,
employees and non-governmental organizations. Contribution
to the community and maintaining harmonious relationship with
the stakeholders in the region of operation are crucial for the
sustainable development. The Group is willing to participate activities
organized by the community or government, in order to enhance
the communication among different stakeholders. The Group also
strives to promote the corporate responsibility to the suppliers
and distributors, encouraging the business partners to formulate a
comprehensive corporate responsibility policy.
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