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About This Report BiX S Hith

This Environmental, Social and Governance Report is prepared by
Northeast Electric Development Company Limited (the “Company”)
and its subsidiaries (the “Group”) for the year ended 31 December 2017.
Main businesses of the Group include research and development, design,
production and sales businesses of power transmission and transformation
equipment related products. Main products, such as electric power
capacitors and enclosed busbars, are principally used in the power system
field to improve the voltage quality of power systems and the transmission
efficiency of transmission lines, and support the transmission of high-power
electric energy, serving as the important equipment of power systems.

Actively realizing its environmental responsibility of “Friendly
Environment, Warm Home”, the Company strivesto create anenvironment-
friendly enterprise. In line with the business objective of “Good Faith for
Reputation, Everlasting Innovation”, it provides customers with better

products/services through the concerted efforts of all employees to keep pace

with the times and struggle ahead.

As a responsible and visionary corporate, we create value to shareholders/

investors through optimizing corporate governance, environmental

protection, talent development and community investment, and
simultaneously support our business philosophy and objectives, promote
sustainable development strategy, implement environmental friendly
policies, fulfill corporate social responsibility, devote to sustainable talent

growth, and endeavor to build a more pleasant and harmonious environment.

The Group actively improves its corporate governance structure to
standardize its operation. In 2017, the Group seriously complied with the
regulations of “Corporate Governance Code” and “Corporate Governance
Report” stated in the Appendix 14 of the Hong Kong Stock Exchange Listing
Rules, and adopted the best practices recommended contained therein in an

appropriate circumstance.

AR RILER SR G ARAT (" ALH )
REKTEAT ( "AHEE, ) BE2017F12AH
31 HIE 23R8 - g REGHE - REFHFEHE
B fEin S R A IS ~ st £
HEEE  TEELTELENESS - HEARE
% FEERATENLZGES - AUSESE24
(B B S AR = B R AR U R RE R > AT
HREREHVEY > FE SRRV E T -

NEEHET BB ~ R RS
RE BT (RS - A T DUSHRE ~
AIFARTE ) (VEEESR S - EIEEE R TERHEER
SRR GHEE BRI - R Pt (&
B, TR -

ER—xBEAREELRERNEE  RfTEBEL
BEES - B - R AT HEREETH
HUFEHE > RylEeR, Tea RS EERER - e
B EHOMNES ER - BN RERR - &
TTRAFEREERES - BREMEERE > AT KEH
AR o Rldat B R AIGRA ST -

[ERF AR e S A A N GEAE - HEAF
HE - AEEREE ST (FERE G L
AIT) BiFgsk0 (RS EVESFRI) K (RSEEIAHE)
HYRURE - FHEBEERTEIL T RGIH e
EEM -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2017

B @AY 2017

Environment ¥ 15

Actively realizing its environmental responsibility of “Friendly
Environment, Warm Home”, the Company strives to create an
environment-friendly enterprise. During the reporting period, the Group
seriously carried out the national laws and regulations on energy conservation
and environmental protection, managed pollutant emissions, and saved
resources, and the usage of natural resources was in compliance with laws
and regulations, the energy conservation and environmental protection
achieved positive results, and no environmental incidents occurred in the

whole year.

1. Emissions

The group strictly abides by national laws and regulations such as
Law of the People’s Republic of China on the Prevention and Control
of Environmental Pollution by Solid Wastes, Comprehensive
Emission Standard of Air Pollutants and Ambient Air Quality
Standard, and constantly pays close attention to environmental
protection, energy conservation and emission reduction. In
daily production and operation, our design is carried out in strict
accordance with the national environmental protection standards and
design specifications, and our “Three Wastes” treatment involving
the emission of waste gases and greenhouse gases has satisfied the

relevant national emission standards.

1.1 Atmospheric Emissions

The Group engages in green, environment-friendly and
energy-saving products, and strictly complies with Law of
the People’s Republic of China on the Prevention and Control
of Atmospheric Pollution in respect of waste gas emissions
in the production of power transmission and transformation
products. For the gas, smoke, dust and other pollution
substances generated in the production process, open-type
operation shall be avoided as far as possible, and ventilation
devices shall be set up. For the noise pollution caused by
the mechanical equipment in processing and production, the
equipment with noise < 60dB shall be selected to prevent

workers from the noise.
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Sewage Emissions

The Group has fully satisfied the regulations provided in
the Law of the People’s Republic of China on Prevention
and Control of Water Pollution and the Notice of the State
Council on Issuing the Action Plan for Prevention and
Control of Water Pollution, and the production companies
of the Group now have no sewage in manufacturing, and
have discharged all domestic wastewater in accordance with

the national control standards.

Wastes

Solid wastes produced during material cutting and
processing mainly include recyclable wastes, non-
recyclable wastes and hazardous wastes. According to Law
of the People’s Republic of China on the Prevention and
Control of Environmental Pollution by Solid Waste, we
have formulated relevant rules and regulations and strictly
implemented them. We adopt the classified and centralized
management of solid wastes, in which the recyclable wastes
are recycled regularly and used; non-recyclable wastes are
handled by qualified environmental protection units; and
hazardous wastes are treated strictly in compliance with the

relevant regulations of the State.
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Use of Resources 2. ik
The Group strictly abides by the national laws and regulations A B S 1 ST B R A R R R YA
on resource protection, such as Provisional Regulations on the AR A0 (BTSRRI EEI T RG) - (T
Control of Energy Conservation, Technical Regulations on Energy AEREAL ~ Aot 2 TR G AR TR AR AE )
Conservation Design of Engineering Machinery and Standard and A CHERAT LB RE RS Hid) - EHE 4
Common Industry, and Design Code for Energy Conservation of EH o NEREEIREE - AR ER
Machinery Industry. In daily production, the Group strengthens WHHEFEE RN TE LS ER - DUE
energy management and saves resources to the maximum extent such BHRERE o R ENA - HOLH AR 4
as installing metering meters in the sections with large consumption EELE R - BRI IH S AERRFOBFE T
of electricity to save energy and reduce production costs. Taking
the enclosed busbar production line as an example, various energy
consumption types are illustrated as follows:
Energy Consumption Table Bel R R
Serial No. Energy Types Unit Installed Capacity Consumption P&t
PR HE DR L:4DA B 2017
1 Electricity & /] kW 1,000 501,000
Production and Domestic Water
2 A EEARTERIK m’ 3,218
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Environment and Natural Resources

The Group earnestly fulfills its responsibility for energy conservation
and emission reduction, promotes the internal management,
constantly explores the internal energy-saving potential, and makes
efforts to reduce the influence of the production and management to
the environment and natural resources, such as choosing metal halide
lamps with high luminous efficiency, good color transmission, shock
resistance and voltage fluctuation for the factories and production
plants, high efficiency and energy-saving fluorescent lamps for
office buildings, high pole street lamps for streets and other measures
to save energy. Meanwhile, we focus on the environmental education
and advocacy among staff. Various resources saving measures are
implemented to raise the awareness of our people to understand the
importance of resource conservation. They are encouraged to make
full use of resources, to maximize their effectiveness and to avoid

wastage of resources.

The Group has no non-compliance regarding environmental

protection during the reporting period.
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The Group adheres to the talent concept of “Believing, Employing,
Cultivating, Motivating and Developing Talents”, builds people-oriented
harmonious labor relations and strives to create a non-discriminatory and
equal working environment, strengthens occupational health protection
and fully protects the health and work safety of employees, continuously
improves salary distribution systems to provide attractive remuneration
packages and promotion opportunities for employees, as well as adequate
resources for training, enhances supply chain management, fulfills product
responsibility, promotes sustainable and sound development of the Company,
gives maximum consideration to the interests of all relevant parties, actively
promotes community investment and anti-corruption, maintains stability and

promotes harmonious development of the community.

1. Employment

Our human resources philosophy is “solicit talents, make best use
of talents and seat for promising talents”. We devote to build a
fair, comprehensive, diverse and equality corporate culture. During
the staff recruitment and promotion, morality, knowledge, ability,
physical fitness and job requirements are used as the selection
standards. We provide equal opportunities to employees and they
are not discriminated against because of their race, gender, age,

nationality or religion.

In formulating relevant policies and procedures, the Group strictly
follows the relevant labour laws and regulations, strictly forbids any
unethical employment approaches, including child labor and forced
labor in the workplace, ensures employees to enjoy labor rights
and perform their obligations in accordance with laws, maintains
relatively stable positions, actively promotes the full employment,
fulfills social responsibilities, and avoids mass dismissal of

employees under normal operation conditions to increase social

burden.
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In addition, The work hours of staff are in line with the relevant local
labor laws and regulations. Staff consent for any necessary working
overtime is needed so as to prevent forced overtime work; and they
are compensated in accordance with the requirement of the local laws

and regulations.

Health and Safety

The Group attaches great importance to the employees’ health and
safety, and has established rules and regulations on safe production
and occupational disease prevention, strictly implements national
standards and norms of occupational safety and health, pays attention
to the work safety, performs dust, noise and heatstroke prevention,
avoids accidents, ensures production safety for employees, avoids
accidents, such as installing safety protective covers for removal
of transmission parts of processing equipment and new equipment,
strengthening theregular maintenance and managementof production
equipment with warning marks to eliminate hidden safety dangers in
time. To avoid the occurrence of work-related injury accidents, the
equipment layout shall take full account of the requirements for safe

production.

Also, the Group insists on the principle of taking precautions as
the main task, enhances its employees’ sense of safety in various
ways and extensively commences promotion, education and training
on production safety, while safety education will be provided to
new employees once they join the Group. With great emphasis
on employee induction and orientation, we have implemented a
qualification authentication system on special posts and carried out
regular safety inspection for workplace to remove hidden safety risks
timely and improve occupational health and safety and environment

management.

During the reporting period, there was no major production safety

accident in the Group.
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Development and Training

With a view to meeting the Company’s development needs,
providing career development opportunities to our employees and
enhancing staff skill and ability, the Group has established policies
and procedures in this area and prepared a well-considered training

plan, through both internal and external staff training programs.

We shall arrange a pre-post training for new hires based on their
positions, organize related personnel to visit the corresponding
positions for learning, and help them get familiar with the job
following the regulated process. The new staff may not start to
work until they pass an assessment. In order to ensure that our
employees are equipped with the required knowledge and skills
and management capacity; employees have to receive updates and
training periodically to improve their skills. Besides, the Company
has conducted sufficient external trainings to enhance employees’
expertise and skills, such as learning exchanges for manufacturers

using similar equipment and introduction to labor laws and

regulations.
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Labor Standards

The Group adheres to its “people-oriented” principle of
development, which emphasizes staff management, and has
established various systems, including the “Staff Management
System”, “Labor Contract Management Measures”, “Requirements
on Labor Contract Termination” and “Implementation Measures for
Paid Leave”. It endeavors to create better working environment for
its staff, and at the same time reduces exposure to labor employment
risks, as well as efficiently eliminates the use of child and forced

labor.

Supply Chain Management

The Group has always focused on protecting the interests of
consumers, suppliers and clients, treated them in good faith, and
shall not pursue benefits through fraudulent promotion and false
advertisements. We shall strengthen the quality of our products and
services in earnest, especially ensuring the product or service safety,
with an effort to provide safe and healthy products and services with

high quality for the society.

We have established supply chain management system to encourage
employees, suppliers, customers and other business-related parties
in reporting any violations of laws or regulations or duties through

different channels.

The Company’s professional review panel has conducted stringent
accreditation on suppliers’ qualification, technological capacity,
productivity and others to guarantee product quality and reduce
production costs. Only those accredited suppliers will be on the
list of cooperative units, by which the raw materials necessary for

production are offered.
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Product Responsibility

Focusing on product quality, the Company under the Group has
built first-class production conditions in China and a strict quality
management system, and achieved localization with modern
power transmission and transformation equipment of international
standards via cooperation with ABB, Siemens, Hitachi and Alstom
and introduction of their advanced technologies. In addition, the
Group pays particular attention to its products’ after-sales services
and takes customer satisfaction as the tenet. It has been recommended
by users and awarded as “Winner” of China Environment-friendly
Power Station Construction Joint Meritorious Contest (£ [BF 2 {25
VRS & 1T 505 by the Department of Water and Power and

Machinery Department three times in succession.

The Company takes the lead in the industry to establish “Serving
for Users System”, with its main products having received awards
from national, ministries, provincial and municipal authorities. All
of our products are made in accordance with national standards,
(GB) standards of International Electrotechnical Commission (IEC)
and standards of developed countries including Germany, America,
Japan and Britain, and have passed ISO9001:2008 international

quality system authentication and reexamination.

The Company shall standardize the production process, establish a
strict product quality control and inspection system, strictly control
the quality, and prevent the products without quality assurance or
jeopardizing the life and health of the people from flowing into the
society. The Company shall think highly of the after-sales service of
products. If it finds products with serious quality defects or hidden
dangers after they are sold, it shall timely recall them or take other
effective measures to minimize or eliminate the social harm that may

be caused by these products.
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Anti-corruption

Pursuant to the Criminal Law of the People’s Republic of China,
Prevention of Bribery Ordinance implemented by Independent
Commission Against Corruption of Hong Kong and the laws and
regulations of other relevant countries, the Group has always focused
on combating corruption and building a clean environment. We make
all-around efforts to ensure that the supervisory responsibility is

shouldered to foster a harmonious and honest working environment.

The Group has strictly controlled and prevented all kinds of illegal
commercial bribery activities between the Company or staff
and customers or suppliers through a series of internal control
management systems and process control procedures, such as
Incompatible Duties Separation System; properly maintains the
personal information of consumers, suppliers and clients, and
shall not use or resell those personal information in an illegal way
for benefits; provides good after-sales services and duly handles
the complaints and suggestion raised by consumers, suppliers and
customers. When actively pushing forward the construction of a
corruption prevention system, we conduct irregular trainings on
integrity on employees to build a culture of integrity, and require
each of our staff to act with an attitude of upright, impartial and
honesty, so as to make them form the habit of strict observance of

rules and regulations.
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Community Engagement and Charity

The Group strived to maintain community stability and promote
community harmony. The Group consolidated internal resources
during implementation of major asset restructuring and other
measures in accordance with the national and local laws and
regulations, and carried out corporate reforms orderly, which
maintained the stability of the enterprise and the place in which it
operates.. Besides, the Group encourages its employees to be active
in assuming social and charitable responsibilities and obligations,
concerning and helping socially disadvantaged groups, supporting
charity, participating in public welfare activities and contributing to
the society; enhances its employees’ senses of identity and belonging
towards the Company and strengthens harmony of the community

and regional charity growth.
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The Company has been actively enhancing its corporate governance
structure and standardizing its operations through strictly complying with
relevant provisions such as the Company Law of the People’s Republic of
China and the Securities Law of the People’s Republic of China. The Board
of the Company is committed to maintaining a high standard of corporate
governance, and believes that good corporate governance practices are
crucial to the success and sustainable development of the Company’s

business in the long run.

During the reporting period, the Company has fully complied with all
code provisions set out in the Corporate Governance Code and Corporate
Governance Report in Appendix 14 of the Listing Rules of the Stock
Exchange of Hong Kong and, where appropriate, adopted the recommended

best practices as specified therein.

To protect the interests of the Group and the shareholders while enhancing
the corporate value, the Group has been adopting a sound structure, good
practices and proper procedures of corporate governance. The Board of
Directors, now comprised of six executive directors and three independent
non-executive directors, is the highest governing body of our Group. In strict
compliance with good corporate governance principles, the Board has clear
division of responsibilities. The Chairman is responsible for the management
and leadership of the Board to ensure that our Group maintains strong and
effective corporate governance practices and procedure. The Chief Executive
Officer is responsible for the daily management and operation of our Group’s
business, who, with the assistance of the other Board members and other
senior management members, closely monitors the operation and financial
results of our Group, identifies the operational deficiencies and carries out
all necessary and appropriate actions to correct such deficiencies. The Chief
Executive Officer is also responsible for formulating our Group’s future
business plans and strategies which are subject to the Board’s approval. There
are the Strategic Development Committee, the Investment Management
Committee, the Remuneration Committee, the Nomination Committee and
the Audit Committee under the Board, each of which regularly evaluates
and reviews the effectiveness of its work in accordance with its terms of

reference.
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During the reporting period, the Board of the Company has strictly observed — {E#HzEHAN » A5\ 5] S B & B NP A R R BT E
the policies and practices in compliance with laws andregulatoryrequirement, € 5 HIVEER S iR > FFLALLHIE KT A GHHE
and also formulated and amended its regulations with reference to those I » NEFEZ M EE ARG R EH » HETE
policies and practices, with an aim to perfect our corporate governance 5N =&REHE N ERVRE K FHE B 3228 E » FHETK
policies and practices. The Company continues to focus on the training and ~ BAENEIE R I TAE » DIIEEAEEG/KE -
continuing professional development of directors and senior management,

and actively carries out internal review and rectification work to improve the

level of the Company’s governance.

The Group reviews the Governance Code in a timely manner to strengthen — ZASEE S @ ia1RE JA<FR - sRILAEL L - 523
the internal control and improve the prevention and management of risks.  JE&[auEEH - MECRET S Hmofr Ve S 2K - AR
Compliance with the latest regulatory requirements is thus ensured. For the — ASEE[E B ¥4 (> & T A B SR ANRR e B Hifth s

more detailed corporate governance policies and procedures of our Group — FHZ a4\ F] 2017 FEAFEHR I FTEL . S8 /G -
and other information, please refer to the Corporate Governance Report set

out in the Annual Report 2017 of our Company.
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