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SCOPE AND REPORTING PERIOD

This is the first Environmental, Social, and Governance
("ESG") report by the Group, highlighting its ESG
performance, with disclosure reference made to the ESG
Reporting Guide as described in Appendix 27 of the Listing
Rules and Guidance set out by The Stock Exchange of Hong
Kong Limited.

The principal activities of the Group are design, manufacture,
installation and the provision of services for environmental
products. The Group is an integrated atmospheric pollution
control solution provider, with a primary focus on particulate
emission control, offering mega-sized precipitators, flue gas
desulphurization and denitrification equipment to customers
in various industries. The main products provided by the
Group are dry, wet, movable collecting electrode plate, high
temperature and low temperature electrostatic precipitators
("ESP"), bag filters, electric-bag precipitators (“EBP"), dry,
semi-dry and wet flue gas desulfurizers ("FGD"), selective
catalytic reduction ("SCR") and selective non-catalytic
reduction (“"SNCR") denitration systems, denitration
catalysts, dense-phase fly ash conveyor systems with
fluidized pumps, fly ash conveyor systems of double pipes
and pulp alkali recovery equipment. This ESG report covers
the Group's overall performance in two subject areas,
namely, Environmental and Social of the business operations
in the People’s Republic of China (the “PRC") including the
headquarter office and the manufacturing plant in Zhuji,
Zhejiang Province from 1 January 2016 to 31 December
2016, unless otherwise stated.

STAKEHOLDER ENGAGEMENT AND
MATERIALITY

In order to identify the most significant aspects for the Group
to report on for this ESG report, key stakeholders including
investors, shareholders and employees have been involved in
regular engagement sessions to discuss and to review areas
of attention which will help the business meets its potential
growth and be prepared for future challenges.

STAKEHOLDERS’ FEEDBACK

The Group welcomes stakeholders’ feedback on our
environmental, social and governance approach and
performance. Please give your suggestions or share your
views with us via email at by@tengy.com.
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ENVIRONMENTAL

Types of emission sources the Group involved in the
reporting period were mainly petrol, diesel, natural gas,
electricity, paper, water and business air travel. The
business does not involve in consumption of packaging
materials.

The Group understands that electricity consumption in
its business operation contributes to significant
emission of greenhouse gas thus to global warming.
The Group therefore implements initiatives in reducing
electricity consumption. As a manufacturer of
environmental protection equipment, the Group also
proactively researches on advanced technologies in
treating volatile organic compounds, achieving zero
wastewater discharge in power plants, cleaner bag
filters, and integrating de-sulfurization, dust removal
and mist elimination.

Total floor area coverage for the Group was 37,327.50
m?.

1. Greenhouse Gas Emission
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Scope of Greenhouse

Gas Emissions Emission Sources

Emission’
(in tonnes of Total Emission
CO.e) (in percentage)
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AEREHERER HE AR E25) (LB 2 EEE)
Scope 1
gE—
Direct Emission? Unleaded petrol consumed by 133.08 3%
Group Owned Vehicles
BEHERC REE BB BWAEANEE T
Diesel consumed by Group 15.85
Owned Vehicles
REE BB RWARNEM
Scope 2
gE—
Indirect Emission?® Purchased Electricity* 4,859.74 94%
I HERC HNEETE 14
Scope 3
gEE=
Other Indirect Emission  Business Air Travel 168.32 3%
HAb R MZE Z IR
Total 5,176.99
HEt
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Note 1: Emission factors were made reference to Appendix 27
of the Main Board Listing Rules and their referred
documentation as set out by Hong Kong Exchanges
and Clearing Limited, unless stated otherwise.

Note 2: Emission from natural gas consumption in staff
canteens was not included in the calculation due to
unavailable consumption data in the reporting period.

Note 3: Emission from water consumption was not included in
the calculation due to unavailable consumption data in
the reporting period.

Note 4: Combined margin emission factor (average) of 0.88
tCO2/MWh was used for purchased electricity in
Mainland China.

There were 5,176.99 tonnes of carbon dioxide
equivalent greenhouse gases (mainly carbon
dioxide, methane and nitrous oxide) emitted from
the Group’s operation in the reporting period. The
annual emission intensity was 0.14 tCO,e/m?.

Emission Sources and Use of Resources

(i) Direct Emission
A total of 49,146.29 litres of petrol and
5,715.63 litres of diesel were used for the
Group-owned vehicles in the reporting
period, contributing to 143.32 kg of nitrogen
oxides, 10.24 kg of sulphur oxides, 7.82 kg
of particulate matter emissions and 148.93
tonnes of carbon dioxide equivalent
emission. The Group also used natural gas
for cooking, contributing to direct emission
of greenhouse gases. Emission from natural
gas consumption was not included in the
greenhouse gas emission calculation due to
unavailable consumption data in the
reporting period.

(i) Electricity
The electricity consumption by the Group
was 5,522,431 kWh, with an energy
intensity of 147.95 kWh/m2. The Group
encourages staff to adopt energy saving
measures, for example:

° Setting electronic appliances and
equipment in energy-saving modes

° Switching off unnecessary lighting and
electronic appliances
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(iii)

(iv)

(v)

° Installing air conditioners with
thermostats

° Switching on air conditioners only
when ambient temperature is 25°C or
above

° Switching on heaters only when
ambient temperature is 5°C or below

Water

Water consumed by the Group was supplied
by the public water utility company. Water
consumption by the Group was not available
in the reporting period, but it is noteworthy
that the consumption is insignificant.
However, the Group reminds its staff to
reduce water usage whenever possible.

Waste

The Group generates no hazardous waste in
its operation. Non-hazardous waste
generated from the Group’s operation in the
reporting period was mainly office paper.
Other recyclables wastes were sold to
recycling companies.

Office Paper

The Group practices paper saving initiatives,
such as encouraging employees to use
duplex printing for internal documents and
adopt environmentally friendly printing habit.
The Group also provides ample facilities and
procedures for paper waste collection so as
to enhance recycling efficiency.

Business Air Travels

During the reporting period, employees
travelled by air for meetings and
collaboration, resulting in a total amount of
168.32 tonnes of CO, emitted.
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B. SOCIAL
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(vi)

Packaging Materials

The Group consumed channel steel, angle

steel and cold-rolled steel for packaging its
products. Below shows the total
consumption in the reporting year.

i)  BEYH
AREBEEREN - AW MRLE
MEeXRER - TRETRRE
FEMEHRE -

Materials Consumption (in tonnes)
Yt SHFEER (LAWEE)
Channel steel 3
FEH
Angle steel 5
p=kii]
Cold-rolled steel 3
e
e
1. Employment and Labour Practices 1. EERZBIEL
Employment ) 1ERE

(i)

WORKFORCE BY AGE
GROUP
EFERARSIDE TERE

46-55,
46-558%
35%

Zhejiang Tengy Environmental Technology Co., Ltd

The Group had a total number of 598
employees as of 31 December 2016, in
which all of them were full-time employees
from difference provinces of the PRC.
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24%
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Competitive Compensation and Benefits
The Group offers competitive remuneration
and strives to provide a pleasant and healthy
work environment to staff. It established a
remuneration management policy, which
clearly stipulated pay scale of all positions,
eligible welfare and subsidies, taxes and
insurance of staff. The Board and the
Human Resources Department set criteria
of assessments, appraisals and audits,
develop and implement the remuneration
policy, award system, annual assessments
and appraisals. Assessments help
distinguish outstanding staff to be awards
through cash or gifts. The transparent
appraisal system serves as a basis for
staff’'s remuneration and discretionary
bonus adjustment.

Working hours are restricted to no more than
8 hours per day and 40 hours per week.
Working hours can only be extended after
consultation and discussion with the Labour
Union (T&). The Group puts emphasis on staff's
healthy lifestyle. Overtime work is normally
restricted to an hour unless due to special
reasons. The Group suggests that employees
should not work overtime for over 3 hours per
day and 36 hours per month. Apart from
holidays under national regulations, staff is
guaranteed to have at least one day of holiday
per week. Annual leave, sick leave and other
legal paid leave are provided to staff after
approval from the management. Staff is also
provided with social security from the
mandatory housing fund contributions and
social welfare benefits including pension
insurance fund, medical insurance,
unemployment insurance, work-related injury
insurance and maternity insurance. Staff
required to stay on-site is entitled to
accommodation subsidies and free meals in
canteens.
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Zhejiang Tengy Environmental Technology Co., Ltd

Promotion and Dismissal

The Group regularly provides promotion
opportunities to employees, with
consideration of employees’ capability, work
experience, work performance, personality,
attendance to compulsory training
programs, adaptability and potential.
Employees in related departments are
always considered first before public
recruitment when there is a job vacancy.
Employees with outstanding performances
or remarkable contribution to the Group can
be promoted at times other than the
standard promotion period.

With respect to dismissal, fair conditions for
changing contract terms, conditions and
procedures for termination of contract have
been specified in the employment contract.

Equal Opportunity

The Group provides equal opportunities for
employees in respect of recruitment,
training and development, job advancement,
and compensation and benefits. Employees
are not discriminated against or deprived of
such opportunities on the basis of gender,
ethnic, background, religion, colour, age,
marital status, family status, retirement,
disability, pregnancy or any other
discrimination prohibited by applicable laws
in the PRC. It also provides a just and
competitive environment in recruitment and
job advancement. Favouritism due to
personal relationships (such as family
members, relatives and close friends) is not
allowed. Employees that are relatives shall
avoid positions with direct business
relationships. The Group can make relevant
position adjustments if necessary to
maintain a fair work environment.
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Employee Communication

Effective communication helps to maintain
positive relationships, facilitate innovation
and build an efficient team. The Group
encourages employees to communicate
closely among themselves and with the
management. It also recommends the
management to be role models of their
fellow staff, provide employees with
pragmatic advice and encourage healthy
lifestyle among employees. An “Award and
Penalty System” is adopted so that
employees with outstanding performance is
rewarded, while employees committed
misconduct or deceitful behaviours will be
penalised.

Turnover

A total number of 61 employees left the
Group in 2016, contributing to overall
turnover rate of 10.20%. The annual
turnover rates (categorized by age groups
and gender) in the reporting period are as
follows:

BETE#

B EREBRETRITEIE -
HERAF  UEREBEVYEBEN
B REFEEE T KL
AREEEEEZER  TE
EEEENARENELR A
BEIRHEBEMNER  WEH
BIEBREMEFTHN &
SEHRAIRIAFE] BEE
BHRBNE T EEE - W
EHAEITRALIBRTmITANE
TRIESES -

MKRE
RZT—RF - AEEHXEF6
ZEIHB BRAAEXR
10.20% » R & ARIRFERE
Rl B 1 Rl 81 5 B R K R 4N
T

Annual Turnover 56 and
Rate by Age Group 18-25 26-35 36-45 46-55 above
RERRAERIEI DK

FERKE 18-255% 26-355% 36-455% 46-555%  56m &L
2016 31.25% 16.67% 8.22% 2.87% 2.13%
—EF—RF

Annual Turnover Rate by Gender Male Female
RURB S EFERERAR B peg i3
2016 10.70% 8.04%
—E-REF
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(if)

Employee Health and Safety

With the principle of “Safety first”, the
Group established a safe production
management policy to ensure a preventative
approach is adopted to any potential
workplace hazards. The policy stipulated in-
house rules in managing security, fire
prevention, firefighting, personal protective
equipment (“PPE") and work-related
injuries. The Group performs safe
production assessments to assess safety
performances of different departments.
Parties (including employees, departments
and subsidiaries) who made significant
contribution in safe production will receive
cash rewards while parties in bleach of the
policy will be subject to disciplinary actions
and held accountable under relevant laws or
regulations in serious cases.

The Group provides a safe workplace with
necessary PPE provided. Details of PPE
distribution including distribution dates,
recipients’ details and type of PPE provided
are recorded. The Group is in compliance
with all fire control, labour protection and
occupational health and safety related laws
and regulations. With respect to the
relatively high lost days due to work injury,
the Group enhanced safety trainings to
increase employees’ awareness on safety.
It also encourages employees to take
adequate rest before they resume their
duties after injury.

(ii)
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Occupational Health and Safety Data 2016
BERBEHEZ2HE —E—AF
Work related fatality 0
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Work injury cases >3 days 15
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Work injury cases <3 days 0
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Lost days due to work injury 873
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(iii)

Development and Training

Provision of employee training is one of the
Group's long-term development strategies.
The Group aims to equip employees with
well-rounded qualifications in order to adapt
to its dynamic business development,
enhance work efficiency and stabilize its
sustainable growth. Holding the corporate
philosophy to “Value, Gather, Nurture and
Utilize" talents, the Group provides ample
training opportunities to employees and
established a training management policy to
maintain a standardized and structured
training management. Trainings provided
are categorized into internal (organized by
the Group) and external (organized by
external parties) trainings.

Internal trainings include induction training,
general training and professional training.
General training aims to enhance new
employees’ understanding in the Group's
history, development, vision, operation and
policy; while professional training
familiarizes employees with their duties,
relevant professional knowledge and skills.
Other internal trainings include trainings on
job responsibilities and work processes,
which are compulsory for new employees.

External trainings include training on
management skills, professional knowledge
and skills that are not covered by internal
trainings and personal development.

To cater for employees’ needs, the Human
Resources Department circulates surveys
annually and quarterly to gather employees’
preferences on trainings. The department
will then formulate training proposals for the
consecutive year and quarters, with
thorough consideration of employees’
needs, targets, content, organizer,
audiences, time, venue, means and budget
of the trainings.

(ifi)
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A total of 61,016 hours of training courses
was conducted in the reporting period, in
which 100% of the employees were trained.
The average training hours completed per
employee by gender and employee category
are shown below.

Average Training Hours by Gender

RIE RIS 7 7 F I 5 )l B 2K

(iv)

Zhejiang Tengy Environmental Technology Co., Ltd
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Average Training Hours by Gender
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Labour Standards

Pursuant to the Labour Law of the PRC,
there was no child nor forced labour in the
Group's operation. During interviews, job
candidates’ identity cards and household
registration booklets are checked to ensure
compliance with all applicable laws and
regulations regarding labour standards.

REBEHE - BRI XERT

61,016/NK: B3I ER AR -

100% MR B EZEZIH - RIE
MkEERRE Y BX2EE

STACH) ARSI BN T

Average Training Hours by
Employee Category
1ZIE BRI &5 H) T 52X

Frontline and Middle Senior
other Staff Management Management
AMEREMET FHREERAE SREEAER

Average Training Hours by Employee Category
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2.

Operating Practices

(i)

Supply Chain Management

The Group manages its procurement
(including rating of suppliers, formulation of
contract, assurance, stocking and payment)
in a just and transparent manner.
Procurement management is centralized
with selection of suppliers from a supplier
directory, which logs qualified materials or
equipment suppliers. Bulk and major
materials are purchased through tendering
and procurement agent. At least three
quotations from different suppliers shall be
obtained for comparison. Selection of
supplier will be based on its price and
quality. Materials Department records
receival of purchased materials while Quality
Control Department conducts quality
assurance assessments for acceptance of
materials. In purchasing stainless steel, the
Group selects stainless steel meeting
American quality standards with mill test
and inspection certificates provided.

Most materials were supplied by different
provinces and cities of the PRC including
Zhejiang, Jiangsu, Beijing, Hebei, Shanghai,
Anhui, etc. in the reporting period.

2.

LEEM

(i)
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Zhejiang Tengy Environmental Technology Co., Ltd

Product Responsibility

Quality Assurance

Installation of products is supervised by on-
site engineering staff while quality
assurance staff regularly visits and conducts
test to ensure products meet required
standards. Product safety and quality is also
assured by a stabilization period, which lasts
for 168 hours with close monitoring to
ensure emission from product complies
with national emission standards. \Warranty
period covers one year after formal
acceptance of products, which provides
customers with after-sales services
including technical services, emergency
maintenance and necessary accessories.

The Group values customers’ feedback and
strives to improve its products and services
continuously. The Marketing Department
communicates closely with customers,
understands and investigates customers’
satisfaction on the Group’s products and
services. Investigation results will be
provided to the Quality Control Department,
Production Department or related
departments for follow-up actions or
evaluation. Any complaints received are to
be dealt with promptly to ensure problems
are solved with customers’ satisfaction.

Confidential Information

According to the staff handbook, staff shall
take cautions when dealing with any trade
secrets. Customers’ data is also protected
with restricted access to ensure a high level
of privacy.
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(i) Anti-corruption

The Group complies with the anti-corruption
related regulations and laws of the PRC. Its
staff handbook specified that it is the staff's
duty to create a work environment with
integrity, honesty and a high standard of
ethics. Staff shall not receive undue benefits
and shall avoid conflict of interest. Rebates
and commissions shall be reported to the
Company, embezzlement is strictly
prohibited. Those violating the code of
ethics as stipulated in the staff handbook
will be pursued with economic
compensation and can be held accountable
under relevant laws in serious cases. Staff
is encouraged to cease or report any noticed
improprieties to relevant departments. Staff
may report anonymously if he or she does
not want to reveal his or her identity.

There was no concluded legal case
regarding corrupt practices brought against
the Group or its employees during the
reporting period.

Community Investment

The Group advocates staff to make contributions
to the community. It regularly participates in blood
donation activities.
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