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ABOUT THIS REPORT
Reporting Principles

This is Zhong An Real Estate Limited’s (“Zhong An” or the
“Company”; and collectively with its subsidiaries, the “Group”) first
annual Environmental, Social and Governance (‘ESG”) report (the
“Report”). The Report covers the financial year ended 31 December
2016 (the “Reporting Period”) and discloses information on Zhong
An’s management approaches, strategies, priorities and objectives
on ESG.

Disclosure made in this Report is in accordance with the ESG
Reporting Guide in Appendix 27 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited.
All information contained herein is from the Company’s official
documents and statistics, and has been reviewed and approved by
the Board of Directors. The Report focuses on the Group’s efforts in
the following aspects:

- Environmental aspects (emissions, use of resources,
environment and natural resources)

- Social aspects (employment, health and safety, development
and training, labour standards, supply chain management,
product responsibility, anti-corruption and community
investment)

For details of our corporate governance, please refer to the
Corporate Governance Report on pages 34 to 53 in our Annual
Report 2016.

The Group is dedicated to providing updated information about its
operations to its external stakeholders through various channels,
including financial reports, statutory disclosure, shareholder meeting,
investor and media events. The Report will allow our stakeholders
to better understand our performances on aspects besides financial
results and business operations.

Zhong An Real Estate Limited
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We welcome stakeholders’ feedback on the Report to help improve
our sustainability policies. Please share your views with us through
the followings:
Correspondence address: Room 4006, 40/F,

China Resources Building
26 Harbour Road
Wanchai, Hong Kong
(852) 2877 6990
ir@zafc.com

Facsimile:
E-mail:

About the Group

Founded in 1997, Zhong An was listed on the Main Board on
The Stock Exchange of Hong Kong Limited (the “Main Board”) on
13 November 2007. Amongst real estate developers in Zhejiang
Province, Zhong An was the second one to be listed on the Main
Board, and the largest one in terms of proceeds raised from IPO at
the time of its listing. Zhong An is a leading real estate developer
in Yangtze River Delta Region and primarily engaged in real estate
development, leasing and hotel operation. Our Hong Kong office is
mainly responsible for compliance matters for listing on the Main
Board.

While the business operation of China New City Commercial
Development Limited (“China New City”) (Stock code: 1321) — in
which the Group held a 73.15% interest as at 31 December 2016 —
is covered in the Report, China New City is also issuing a separate
ESG report.

Mission and Vision

The Group upholds its core corporate culture of “committed and
practical; united and aggressive; creative and efficient; honest and
sincere”. Adhering to the principle of property development at low
costs and in a people-oriented approach, we persist in building urban
complexes and diversity into residential and commercial service
sector. We strive to become one of the most competitive property
developers in the Yangtze River Delta Region, realizing diversification
and synergies in terms of business and product mix. Meanwhile, we
will maintain the best environmental and social standards, ensuring
the sustainable development of the Group, hence maximizing
values to the stakeholders and generating satisfactory return for the
shareholders of the Company.
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Policies on Corporate Social Responsibilities

Through continuous communication with stakeholders, such as
shareholders, investors, employees, state and local authorities,
suppliers and business partners, and the community, we are able to
understand their needs and formulate policies which help fulfill our
corporate social responsibilities (“CSR”). Such policies are to balance
the respective interests of stakeholders and have been incorporated
in our business decision making.

Clear instructions to comply with or exceed minimum legal standards
have been set forth, with a view to achieving best practice for our
daily operation. Our CSR policies are applicable to all directors,
senior executives and other employees and are made aware to
our suppliers and other related parties to ensure our values are in
alignment.

ENVIRONMENTAL ASPECTS
Environmental-related Policies and Guidelines

Zhong An recognizes the importance of good environmental
stewardship and is committed to protecting the environment. We
integrate environmental considerations into our business processes
(such as real estate development and commercial property operation)
and strive to comply with local regulations and industry-specific
guidelines to help improve our environment.

We closely monitor any changes in and strictly comply with the
country’s or local environmental laws and regulations, including the
Environmental Protection Law of the People’s Republic of China {/
= ANRLMNBIBIFREZE) |, Law of the People’s Republic of China
on Prevention and Control of Pollution From Environmental Noise (-
= ARKLFMBERERBSRIAA) |, Law of the People’s Republic
of China on Prevention and Control of Atmospheric Pollution {#
Z=ARLMB KA SEEZE) , Law of the People ‘s Republic of
China on Water Pollution Prevention and Control (/% A R 2L F1EI 7K
525 |, Law of the People's Republic of China on Appraising
of Environment Impacts (R E AR KEMBRBZEFTE L) , Law
of the People’s Republic of China on the Prevention and Control of
Environmental Pollution by Solid Wastes & %= A K 1B & 82 k2955

FIRBHIAZE)

Zhong An Real Estate Limited
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The Group proactively supports the country’s environmental
policies. Through enhancing operating efficiency and successful
implementation of relevant measures, we aspire to reduce emissions
of greenhouse gas and wastes, improve efficiency of use of

resources, in order to minimize impact on the environment.

Environmental considerations are put into our project planning for
both residential and commercial properties as we undertake to
comply with applicable laws and rules. Such initiatives enable us to
design products that cater for buyers or users’ needs while meeting
environmental standards. Prior to the project construction, we submit
environmental impact report to relevant government departments and
only commence works upon obtaining approval. We hire contractors
with good environmental and safety records for our construction
works. All contractors are required to comply with all prevailing laws
and regulations of the PRC, which cover construction materials,
methods, environment management and other areas. We encourage
continued equipment upgrades to reinforce dust control, lower
emissions of hazardous gas and dust, reduce construction wastes
and wastewater, and decrease the level of noise pollution and other
consumption from construction. We also arrange supervisors to
oversee all processes to ensure construction works are carried out
in accordance with the Group’s environmental requirements. For
any mistakes and violations, we urge contractors to take remedial
measures. Upon completion, the construction department submits
application of acceptance inspection for environmental protection
facilities of the projects.

As regards property operation, we adopt natural sunlight and LED
lighting system to reduce power consumption, install water-saving
equipment in washroom and other facilities to reduce water usage,
perform regular maintenance for escalators and elevators to ensure
efficient operation while limiting usage during low traffic hours to
save energy. We also implement suitable greening works within our

properties to improve environment and air quality.

Our executives oversee the implementation of the above-mentioned
measures and relevant environmental policies. We aspire to
ensure that all businesses are in best practice under the stringent
supervision and guidance, and meet with applicable legal
requirements. We will continue to review our policies and practices,
report the results to management and take improving measures when
necessary.
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SOCIAL ASPECTS

Employment

Zhong An Real Estate Limited

Employment and Labour Practices

As at 31 December 2016, the Group had 2,610 employees.
We believe that we, as an enterprise, should adhere to the
“people-oriented” approach and are responsible for providing
an honest and fair workplace where the employees are
respected. The Group has made sure that all employment
and labour practices and policies are in compliance with
the Employment Ordinance of the Laws of the Hong Kong,
People’s Republic of China Labour Law (/R #E A B A E &
B)J%) of the PRC and other regulations, and with reference to
the industry practice. All employee conduct is bound by such
practices and policies. The Group’s policies on salary and
recruitment are also determined with considerations of market
condition and industry benchmark, as well as our operations.

The Group conducts annual employee performance appraisal
for salary adjustment and promotion. Employees are offered
yearly discretionary bonuses given that their performances
reach a certain level. We also provide other basic benefits to
employees, such as sales commission and other cash or non-
cash incentives, mandatory provident fund, medical insurance,
social insurance, housing provident fund, statutory holidays
and paid extra leave, sick leave, other subsidies and benefits.
To help attract talent and have a stable management team,
eligible participants (including the Group’s employees) are
allowed to subscribe the Company’s shares under our share
option scheme. The Group also provides continuous education
and training programs to employees to enrich their skills and
knowledge, thus maintaining our competitiveness.
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For termination of employment contract for any reasons, the
Group’s human resources department handles according to
the procedures under our human resources system and Labour
Contract Law of the People’s Republic of China (FFEAR
HMELSHARE) and the Employment Ordinance of the
Laws of the Hong Kong. Terms of dismissal are set forth in the
employment contract and relevant rules for employees. In any
circumstances, supervisors seek advice from human resources
department, legal department and/or management to ensure all
dismissals are in compliance with applicable laws.

Health and Safety

We value safety and well-being of our employees as we
strive to provide a healthy and safe workplace. The Group
has established a comprehensive safety control system
which details the guidance of daily occupational safety and
contingency measures for accidents based on different
work positions. With operation of heavy machines involved
in construction works and the higher safety risks derived,
the Group and its contractors provide adequate protective
equipment. We also assign our staff to keep a close eye
on every process and working environment management.
Corrective actions will be taken immediately in case of any
problems. The Group provides regular health and safety training
and information to employees to raise their awareness. We also
offer body check, medical insurance, pension and other regular
insurance to staff of specific positions.

Our project management and safety control mechanism
are made in accordance with Safe Production Law of the
People’s Republic of China (F#EAREMBEZ 2 £ EE) ,
Fire Law of the People’s Republic of China {(f % A R H1
B8 855%) , Provisions on Fire Supervision and Management

of Construction Engineering (& TR BN EEEERT) ,
and Fire Supervision and Inspection Regulations & B & &%
E IR T ) issued by Ministry of Public Security of the People’s
Republic of China. We urge our employees to strictly follow all
guidelines under the mechanism. Employees and supervisors
shall report to management and take necessary improving
measures when there is any significant work safety risk and

accident.
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Development and Training

The Group attaches high importance to staff development. We
introduce management and professional talent, and optimise
our human resources structure to suit our business needs and
direction. Therefore, we arrange for and assist our employees
in joining various internal and external training and development
programs, such as seminars and training on machine
operating, workplace management, as well as industry and
market knowledge. Based on the demand from organisations
and regulatory authorities, we offer support and subsidy to
employees who are required to obtain certain certificates and
qualifications.

To retain talent and reward employees with good performance
and potential, we provide them with plenty promotion
opportunities. We also encourage open communication where
employees can discuss with their supervisors and management
about the working condition, promotion and career goal. We
strive to support our staff to develop their potential and grow
with the Company.

Labour Standards

The Group is in strict compliance with the Employment
Ordinance - Chapter 57 of the Laws of the Hong Kong and
Regulation on Labour Security Supervision (%5 8h{R[E 8522 (5
1) and Prohibition of Use of Child Labour (Z£|F{EFAZE TR
7E ) of the State Council of the People’s Republic of China, and
has made reference to the international labour standards to
formulate internal guidelines and labour system. All recruitment
processes and promotion activities are stringently monitored
according to the human resource management system of
the Group. During recruitment process, we carefully verify
identity of candidates by checking their identity cards. We also
prohibit management of all departments from squeezing labour
interest by threatening of punishment and the use of forced
labour. We ensure the Group has no child or forced labour, or
discrimination of race, religion, age, disability or in any other
forms, as well as harassment and bullying in workplace.

2016 Environmental, Social and Governance Report
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Behaviour of all directors, senior executives and other employees
is strictly regulated by the staff code of conduct, which has been
set out in the employment contract and employee guidelines. We
encourage employees to report any inappropriate behaviour to their
supervisors. We will promptly investigate the allegation and furnish
the results to management for consideration of suitable punishment
or dismissals. In more severe cases, we will seek legal advice and
take legal action. We will also improve our labour mechanism as a
response to such violation.

Supply Chain Management

The Group is committed to maintaining a proper management of
supply chain and promoting sound practices in our supply chain.
Besides cost, product quality and track record, we stress the
importance of integrity of our suppliers and business partners. To
our knowledge, our suppliers and business partners had a sound
business record in the past and made no serious violation to the
law or business ethics. We demand our activities of selecting
suppliers and procurement to be in accordance with our Guidance
of Tendering and Procurement Practice, in order to ensure all related
works are regulated. That prevents any forms of transfer of interest
by our suppliers and business partners for winning procurement
contracts or partnership deals.

Procurement and Supplier Assessment

We have strict assessment on suppliers in terms of contract fulfilment
as we require our suppliers to fulfill responsibilities under the
procurement contracts and guarantee their products and/or services
meet the Group’s demand. We will report suppliers for failing to meet
our quality demand or fulfill contract responsibilities. Those suppliers
will be blacklisted and banned from taking part in tendering of the
Group’s projects in certain years.

Environmental Protection

We require our suppliers and contractors to comply with any
applicable environmental laws. All property projects shall be in
compliance with the country’s environmental certification and achieve
energy saving and emission reduction to protect the environment
during construction.
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If a supplier or contractor violate any relevant environmental laws,
and leads to charges by government authorities against the Group,
significant and negative impact to the public and environment, or
even the Group’s losses of money or reputation, the Group will
demand that suppliers and contractors to take remedial measures.
We will also replace that supplier and contractor while conduct
internal review for improvement.

Product Responsibility

The Group strictly controls the quality of its property projects as we
see “delivering quality products and promote a pleasant lifestyle” as
our responsibilities.

Product Safety

The Group rigorously complies with various laws of the country,
including Contract Law of the People’s Republic of China (/% A
REFMEBIARE) and Construction Law of the People’s Republic
of China (PEARAKXMBERZEL) .

or lease, all property projects shall meet relevant construction

Prior to launch for sales

and acceptance requirements such as Regulations on Quality
Management of Construction Projects (G2 Ti2E2E R IEH) to
avoid mistakes or flaws. The Group also coordinates regular check
and maintenance for its commercial properties based on regulations,
such as Safety Specification for Manufacture and Installation of
Elevators (ZE# fll & B2 KL 2 R &) (GB7588-2003),
Specifications for Manufacture and Installation of Escalators and
Automatic Moving Walkways (& Sk F1 8 8 A1TiB8 R B & K 22
235 %) (GB16899-1997), and Specifications for Elevator Technical
Conditions {E# M IEM) (GB/T10058-2009). We offer after-sales
service to buyers and tenants which covers suitable maintenance

Safety

and/or management service under the sales and lease contract. We
believe that these initiatives effectively safeguard buyers and tenants
with safety use. We proactively communicate with our customers
in various channels to understand their needs. We will review our
service processes against customer’s opinions and promptly handle
any complaints, with a view to improving our service and product
quality.
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Product Sales and Advertising

The Group has bespoke guidelines of how product sales and
advertising solutions shall be conducted in strict compliance with
Advertising Law of the People’s Republic of China {f % A K
MBI E %) , Interim Measures for Administration of Internet
Advertising (BB EE BT B ETHE)
laws and regulations. We prepare advertising solutions that cater

and other relevant

to the characteristics of the industry and projects. All product
advertising activities are only done upon confirmation of meeting
the requirements under the brand usage and product and service
advertising solutions. We will also seek legal advice when necessary.

Privacy Policy

During the Reporting Period, we had no access to intellectual
property or other sensitive information regarding the patent
technology and other information about production/construction.
However, we do not rule out any possibilities of accessing trade
secrets or personal data of our customers, suppliers or business
partners in the future. Hence, we restrict our staff to carefully handle
customer information, protect their privacy and intellectual property
to avoid any unnecessary loss.

Anti-corruption

The Group upholds the corporate values of “integrity” and “clean”,
and has built a control system according to Criminal Law of the
People’s Republic of China (R ZE AR £ FE L) , Anti-Money
Laundering Law of the People’s Republic of China (f # A R #
MBI =% #%) and other regulations. We urge our directors,
senior executives and other employees to obey the law in business
operation and capital market. The Board of Directors does not
tolerate any kinds of corruption, bribery, extortion, money laundering
and fraud. To strengthen our corporate governance, not only have
we set up an internal audit department and an audit committee,
and have hired external lawyer and auditor to comply with listing
requirements, we also continuously review the effectiveness of our
internal control to prevent any similar incidents.
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The Group has established an anonymous reporting mechanism,
which encourages our staff, suppliers, business partners and other
stakeholders to report any misconduct. We take adequate measures
to preserve anonymity for the whistle-blowers. If we receive any
report about corruption, bribery, extortion, money laundering and
fraud, we will promptly initiate investigation, make internal verification
and report to management or government authorities. With the
Group’s continued business development, we will further improve our
anti-corruption system and reinforce regulation.

Community
The Group endeavours to fulfill our CSR. During the Reporting
Period, we actively give back to the society through the following

community service and donations:

Beneficiaries/Projects
TEHBER

AEBERYERBRRES BB T HftE
B AEEFIEMKNEIHREBEIET R
BgRRBARTRAS HDREEE - UKD
TABEBEES B YR AREREMERGE
APMERR RMASANEETHE  ETREZ
B YRAEEABERIBREBFEEE BEEAR
SEEBRKERR RABE-—TZEREDH
HEEE NER{EMMREENE

&
ARE-HENBILENEET - BEH
RMEBRUATHRERE REHEEED

EROEREMLE -

Initiatives

B

Hong Kong PHAB Association

BB GRS

Hangzhou Victoria Kindergarten

TN 4% 7 35 2h 2 &

Agricultural and Rural Office of People’s Government of Xiaoshan,
Zhejiang Province (Poverty Alleviation Project)

HILERKE

Zhejiang University Education Foundation

MIKRBHEEDE

The Group will continue to explore different ways to promote CSR
within the company while organising and participating in community
activities which are suitable to our profile. We strive to allow our
employees to give back to the community through these activities,
with a view to raising their awareness of caring and helping the
needy.

- Money donation (HK$17,000)

-  H&EW (17,0008 1)

- Money donation (RMB2,000,000)
- BeBEE (AR%2000,0007T)
- Money donation (RMB50,000)

- HeBE (AR®50,0005T)
- Money donation (RMB1,943,000)
-  BeRE (AR®1,943,000T)

AEBEBREEBRMARECENEHEELS
B ABX2EGENHEED - HMFEE
BUIRERE FEIHRGREELR  EWERE
BTINHREZ EPETHERE EPHEFT2A
+o
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