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The board (the “Board”) of directors (the “Directors”) of Tibet Water
Resources Ltd. (the “Company”) and its subsidiaries (collectively the “Group”)
present the environmental, social and governance report for the year 2016. The
Group is committed to running our business sustainably and for the well-being
of employees, business partners, other stakeholders and the environment. For
these purposes, as the premier Tibetan water and beer manufacturer, we ensure
that we meet all relevant national and local laws and regulations as well as
industry standards and are committed to conducting our business operations as a

responsible, ethical and sustainable corporate.

We strive to offer the best quality products to the world and have built our
production plants at highland areas at an altitude of about 4,800 meters and
3,600 meters. We continue to improve our ethical and environment conditions

in accordance with international trends.

This report provides information related to the business activities of the
production plants and facilities directly controlled by the Group, its headquarters
and principal place of business in Hong Kong. Data from our customers or
suppliers are not included as such data are difficult to verify with available

resources.
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ENVIRONMENTAL PROTECTION:

Emissions

Our production facilities generate and discharge wastes during production
activities, which mainly include waste water, plastics, papers and air pollutants.
We consider the protection of the environment to be of utmost importance
and have implemented procedures for waste storage, handling and disposal. The
Group aims to minimize the impact of our activities on the environment and
requires our staff to follow the same principle. We adhere to the principles of
low carbon emission, waste and emission reduction, energy and cost saving and

an overall environmentally friendly approach in the way we operate.

Our water processing process, which includes water collection, inspection,
aeration, sedimentation and filtration, utilizes an open and accessible technology
and is environment-friendly. No chemical raw materials or additive is involved
during the water processing process. We employ two filtration technologies,
namely, media filtration and membrane technology. Media filtration uses filtering
materials such as activated carbon, sand and special granules for prefiltration
to remove excessive iron, manganese, arsenic or uranium substances from the
water. Membrane technology uses polyethersulfone ultrafiltration to remove
bacteria, viruses and all undissolved substances from the water without changing
its core mineral content. We have also integrated stretch blow-molding into
bottling, bottle labeling and water filling into one unit to minimize contamination
and maintain the purity and original taste of our water. We observe strict

hygiene standards at our production facilities.

Our beer products are brewed using a process based on individual formulas.
The typical brewing process involves mashing, lautering, boiling, fermenting,
conditioning, filtering, filling, labeling and packaging. The production of our beer
products follows the same brewery procedures as other beer producers in the

market.

We maintain efficient production lines in order to minimize the wastes generated
from production. We also advocate a paperless office and promote double-sided

printing, to the extent printing is necessary.

To the best of our knowledge, there were no identified violation of relevant

environmental laws and regulations by the Group during the reporting period.
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Use of resources
The Group's main energy consumption includes water and electricity used in
production lines. We advocate green initiatives and adopt measures to conserve

resources and reduce their consumption.

Green electricity is used in full-scale in our production plant at the altitude of
4,800 meters. Furthermore, advanced energy saving contiform filler block and
voice control LED lighting system are installed in the production plant. We pile
up most of the production in spring, summer and autumn. Major maintenance
works on production lines and employees' annual vacations are scheduled in
winter time. During the intensely cold period, the production plants will put to
semi or almost hibernated condition as higher energy consumption is needed
to keep the production plants in full function. We actively implement energy
conservation and environmental protection policies in our production plants and
office. For instance, electrical devices must be completely shut down to prevent
leaving devices on stand-by mode during non-operating hours. We also operate
an in-house telephone and video conferencing system to reduce travelling needs

of our management.

The environment and natural resources

In order to maintain the quality and safety of our water products, we have
established a “water protection zone” of 60 square kilometers around our
water source. No human activities are allowed in the most restricted zone and
the spring source has been secured in a fully enclosed facility to prevent any

potential contamination of our water source.

A 3-stage protection zone, including protection zone, limitation zone and
monitoring zone, is set up for our water source. A 24-hour closed circuit
television system is installed to monitor the trail from water source to the plant.
Our water source is rich in content but the extraction rate is relatively low. The
remaining flow of spring water follows the mountain slope and fills the wetland

which breeds and protects the local ecology.

SOCIAL:

Employment

Our people are our most valued assets and their well-being is essential for the
productivity and growth of our business. We treat them with fairness and respect
and provide them with a supportive working environment within which they can

unleash their greatest potential.
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The Board believes in being people-oriented. The employees of the Group
are one of the most important assets of the Group and their contribution
and support are highly valued. The Group is committed to providing equal
opportunities in recruitment and promotion, regardless of age, gender, race, skin
colour, religion, nationality, marital status, disability or sexual orientation. The
management review and adjust the structure, size, composition and diversity of
the manpower of the Group on a timely basis and make every effort to ensure

that there is no harassment in workplace.

The Group ensures staff are reasonably remunerated with regular reviews
on compensations and benefits policies in accordance with the industry
benchmark as well as the individual performance of the employees. Other fringe
benefits, training, employee provident fund and share options, if applicable, are
provided by the Group to solicit/retain loyal employees with the aim to form a
professional and united staff and management team that can bring higher levels

of achievements to the Group.

Health and safety

The Group follows a people-oriented philosophy by demonstrating care about
the mental and physical health of employees and striving to create a comfortable
working environment for our employees. We educate employees on health and
safety risks that may exist in work, in order to equip them with the relevant

knowledge and ability to safeguard personal and production safety.

We have posted operation safety procedures and instructions in production
plants to remind employees of safety practices. We also implement appropriate
protection measures for employees who work in positions with relatively higher

safety risks to reduce the occurrences of occupational accidents and injuries.

No accident relating to serious injuries or death or property damage has been
reported to our management during the reporting period. Furthermore, during
the reporting period, we were not subject to any claim arising from any serious
accident involving personal injury or death or property damage that had a

material adverse effect on our business, operation or financial position.
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Development and training

The Group believes that employees’ growth and development are essential to
the sustainable growth and development of the Group. We provide diversified
on-the-job training in our production plants based on the needs of the respective
positions and talents of the employees. We also encourage our management staff
to participate in continuous professional development training which are relevant
to their professions. Apart from induction training, the Company provides
updates to the Directors and senior management on the latest development
regarding the Listing Rules and other applicable regulatory requirements from
time to time, to ensure their compliance with and to enhance their awareness of

good corporate governance practices.

Labour standards

The Group strictly prohibits the use of child labour and forced labour. We only
employ employees aged over |8 years and never force employees to work
overtime in order to foster a working environment that respects human rights.
We do not allow any kind of discrimination or potential discrimination in our

workplace.

In accordance with the Labour Contract Law of the People's Republic of China
(the “PRC") (REARLMEILEEFE) , employers and employees
shall enter into written employment contracts to establish their employment
relationships. Employers are required to inform the employees about their job
duties, working conditions, occupational hazards, manufacturing safety conditions,
remuneration and other matters with which employees may be concerned.
Employers shall pay remuneration to employees on time and in full in accordance
with the commitments set forth in the employment contracts and the PRC laws

and regulations.

Under applicable regulations, including the Interim Regulations Concerning
the Levy of Social Insurance Fees (AL EREEBEHBETIEA) and the
Administrative Regulation on Housing Fund {({EEREEEEEHI) , employers
in the PRC shall make contributions to the basic pension insurance fund, basic
medical insurance fund, occupational injury insurance, unemployment insurance

fund, maternity insurance fund and housing fund for their employees.

To the best of our knowledge, there were no identified violation of relevant

employment laws and regulations by the Group during the reporting period.
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Supply chain management
The Group maintains long-term relationships with its suppliers to ensure stable

supply of materials for production.

We also require our suppliers to improve their sustainability performance, act
responsibly and to adhere to our environmental protection and product safety

strategies.

Product responsibility
The Group has put quality as its priority to ensure customer satisfaction in
terms of our products and services. Pursuant to the Product Quality Law of

the PRC (FREARENBEEREEE)

comprehensive internal management system for product quality, and implement

a manufacturer shall establish a

internal policies of quality, responsibility and assessment. We have been awarded
several certifications attesting to our outstanding quality control systems over

our products.

Our environment management system in the production and sales of our water
products has been certified to comply with ISA 14001:2004 and GB/T 24001-
2004 by the China Quality Certification Center since 2008. Our quality control
system in the production and sales of our water products has been certified
to comply with ISO 9001:2008 and G/T 19001-2008 by the China Quality
Certification Center since 2008. Our production process of water business has
been certified to comply with CAC/RCPI-1969, Rev4(2003) Guidelines for the
Hazard Analysis Critical Control Point (“HACCP"), which is an internationally-

recognized standard for food safety, since 2008.

Our environment management system in the production and sales of our beer
products has been certified to comply with ISA 14001:2004 and GB/T 24001-
2004 by the China Quality Certification Center since 2010. Our production
process of beer business has been certified to comply with CAC/RCPI-1969,
Rev4(2003) Guidelines for the HACCP, which is an internationally-recognized
standard for food safety, since 2010.

To the best of our knowledge, there were no identified violation of relevant laws
and regulations on product responsibility and data privacy by the Group during

the reporting period.
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Anti-corruption

The Group is committed to doing business with integrity and will not tolerate
any bribery or other misconduct. We have implemented internal policies and
guidelines to comply with applicable laws in the PRC on anti-bribery and anti-
corruption. Whistle blower policies and procedures are in place and disseminated
to all employees. These measures are subject to regular review and update to
ensure their effectiveness to strengthen the internal controls and compliance
regime of the Group. No complaints or suspect cases were received via the

whistle blower channel or other channels in 2016.

Community investment
We act as a responsible member of the society and are dedicated to contributing
to the well-being of our environment and to providing help to those who are in

need.

The Group hired about 95% of its employees at the production plant at
Dangxiong, Tibet, from local Tibetan farmers and herdsmen, and the Group
provided them with relevant education and on-the-job training. As a result,
these local people attained an average annual income of about RMB 50,000 per
capita, a significant increase from the previous baseline of below RMB 2,000 per
household before 2005.

By promoting opportunities and capabilities using a human development
approach, the Group has educated farmers in the countryside in Tibet with new
industry skills, improved their access to knowledge and learning, and provided
them with opportunities to leave defunct industries. By introducing them to
modern production methods, operations and management skills, local farmers
and herdsmen in rural areas of China gained not only knowledge and skills, but
also understanding of the modern society. Their living standards have substantially

improved, and their ways of living have been changed rapidly.

In August 2016, the United Nations Development Program, in collaboration
with the Development Research Centre of the State Council, jointly released
the “China National Human Development Report 2016" in Beijing. The report
used the Group as an illustration of developing local economy in Tibet and
highlighted our experience in promoting the unique local water industry. Our
case study emphasized the benefits of providing development-oriented aid to
underdeveloped regions in Tibet instead of mere handing out one-off relief

measures.
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We are constantly committed to water source protection. Since November
2015, we have been in corporation with Thirst, an organization which aims at
tackling the world's water scarcity crisis by educating and engaging the next
generation of global consumers. The cooperation reflects our commitment to
sustainability and environmentally responsible practices. Thirst promoted water
saving education through programmes in primary and secondary schools in
China to inspire the ideas and attitude towards saving water. So far more than
700,000 students have been involved in such programmes. Furthermore, Thirst
promoted its missions through events with extensive media coverage such as
the Run4Water Programme, in which Ms. Mina Guli, the founder of Thirst and
a water environmentalist, ran for water through 7 deserts in 2016 and along 6

rivers in 6 continents in 2017.

Supporting education and helping to create a more productive community are
the main drivers of the Group's community investment strategy. The donations
made by “Tibet 5100 Education Fund (Fa#i5 10045 EREIBES)", the charity
fund established by the Group, provide support to local basic education and
healthcare providers and assist in poverty alleviation, examples include school

meals and education facilities provided to local schools at Dangxiong, Tibet.

Shareholders

We strive to maximize long-term value and return for our shareholders.

Our commitment towards our stakeholders provides us guidance in respect of
our corporate responsibility policy which we strive to ensure that the values
of our social and environment responsibilities are integrated into our daily

operations and business code of conduct.

Customers and business partners

Our main goal is to satisfy our customers and provide them with world-class
Tibetan water and beer products. We regard each distributor and supplier as
our long-term business partner and conduct all businesses with integrity and in a

responsible manner.
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The Group seeks to maintain good relationships with its customers. The Group
maintains an after-sales call center to serve our end customers, and the sales
personnel make regular visits and/or phone calls to the distributors and sales
outlets in the market. If there is any complaint from customers, it will be
reported to the management and immediate remedial action will be taken.
Thereafter, the cause of such complaint will be studied, analyzed and evaluated,

and recommendations will be made for future improvements.

The Group also seeks to maintain good relationships with its suppliers. During
the year, there was no dispute in debts or unsettled debts. In addition, whenever

the Group places orders, our suppliers are willing to accept our orders.

10 TIBET WATER RESOURCES LTD.

AEESKEETPRFRIEAR - A&HE
REGERBHL - RERFANKRES -
HEABTHRT R/ AHETHEHEER
HERE - WEEEPRSF MEERES
2B AE SREUVERITE © tt1& - REEK
M kA EARRFNRR - YR
WERF -

AEENSRAHERESRIFEE - F
A BEEHEETIAREEH2FE - It
oh BARKETAER - BANHtERHE
BREMETE -



A4

PaF 7K TR B R &l
TIBET WATER
RESOURCES LTD.



