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About This Report B ji* 28 #i 15

This is the second Environmental, Social and Governance Report (the
“ESG Report”, the “Report”) of the Northeast Electric Development
Company Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”, or “We”). This report is prepared in accordance
with the Environmental, Social and Governance Reporting Guide (“ESG
Reporting Guide”) stated in the Appendix 27 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) with an aim to summarize the Group’s measures, plans
and achievements in respect of ESG and to demonstrate its commitment to

sustainable development.

The Report covers the period from 1 January 2018 to 31 December 2018.
Given that the disposal of New Northeast Electric (Jinzhou) Power Capacitor
Co., Ltd., a former wholly owned subsidiary, and its subsidiary, Jinzhou
JinRong Electric Company Limited (collectively referred to as “Xin Jin
Rong”) was completed during the year, and that the business scale of Xin
Jin Rong was comparatively small with its revenue accounted for 0.73% of
that of the Group in 2018, which had an insignificant impact on environment,
society and governance, this Report focuses on the performance of
environmental protection, social responsibility and corporate governance
of the Company and its subsidiary, Fuxin Enclosed Busbar Co., Ltd. (the

“Fuxin Busbar”) during the reporting period.

The Group has established an ESG working group (the “Working Group”)
comprised of personnel from related departments and appointees designated
by subsidiaries. Members of the Working Group are assigned to collect data
in connection with ESG and compile the ESG report. The Working Group
reports to the board of directors regularly, assists the Group to assess and
identify whether the risk management at ESG level and its internal monitoring
system are in place and effective. The Working Group reviews the Group’s
performance in respect of ESG, including environment, labour treatment and
information of other areas in connection with ESG. The directors set the tone
for ESG strategies and are responsible for compliant operation of the risk

management system and the internal monitoring system.
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Main businesses of the Group include research and development, design,
production and sales businesses of power transmission and transformation
equipment related products. Main products, including enclosed busbars,
are principally used in the power system field to improve 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 strives to create an environment
friendly enterprise. In line with the business objective of “Good Faith for
Reputation, Everlasting Innovation”, it provides customers with better
products and services through the concerted efforts of all employees to keep

pace with the times and struggle ahead.

As a responsible and visionary enterprise, we create value to shareholders

and potential investors through optimising 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
standardise its operation. The Group seriously complied with the provisions
of “Corporate Governance Code” and “Corporate Governance Report”
in the Appendix 14 to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited and, where appropriate, adopted the

recommended best practices as specified therein.
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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
conducted its business pursuant to the national laws and regulations on
environmental protection and energy conservation, and strictly managed
pollutant emissions. At the same time, the Company continued its investment
in energy conservation and emission reduction and conducted many technical
transformation projects for energy conservation and emission reduction with
a focus on implementation of the management of waste water, carbon
emissions and wastes. By combining strict management and benign
guidance, the Company strove to carry out measures to save resources. Its
usage of natural resources was in compliance with laws and regulations. The
construction of environment friendly enterprise was further promoted. 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
Environmental Protection Law of the People’s Republic of China,
Law of the People’s Republic of China on Prevention and Control of
Environmental Pollution by Solid Waste, Comprehensive Emission
Standard of Air Pollutants and Ambient Air Quality Standard,
and constantly pays close attention to environmental protection,
energy conservation and emission reduction. The Group takes the
possible impact on the environment during product manufacturing
seriously. As a result, energy saving and emission reduction, as
well as environmental protection have become a significant part in

production and operation.
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The Company is engaged in the research and development, design,
production, and sales of power transmission and transformation
equipment related products, belonging to the machining industry.
In daily production and operation, our design is carried out in
strict conformity with the national environmental protection
standards and design specifications; we implement the corporate
environment protection system in an all-round way, and our
“Three Wastes” treatment involving the emission of waste gases
and greenhouse gases has satisfied relevant national emission
standards. The Company has developed Environmental Factors
Control Standards to clearly define the details and requirements
of environmental management for “design and development of

2

products”, “manufacturing, packaging and transportation of

CLIY3

products”, “waste management”, “raw material and access to
natural resources” and other aspects. In addition, as required by
the certificate renewal of environmental management system, the
control procedures on identification and evaluation of environmental
elements and control procedures on operational environment in
relevant documents have been revised while we passed the on-
the-spot review by the certification company and were accredited
by the environmental management system. In production plants,
environmental protection specialists are appointed, and persons
in charge at each level execute environmental protection liability
statements, which clarify responsible persons, responsibility,
tasks, rewards and punishment, making sure that control indicators
in connection with environmental protection cover all operational

positions and all staff.
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As an enterprise engaging in rendering design and processing of
enclosed busbars, a type of power transmission and transformation
product, the Group only emits greenhouse gases during day-to-day
operation, and discharges industrial sewage and waste gases and
other pollutants. Such pollutants have been discharged free of any
hazardous chemical substance after filtering, conforming to the
environmental standards applicable to direct emission. A negligible
amount of dust and smoke and mechanical noise that does not exceed
60 dB and meets the environmental standards are also produced in
the process. The processing of materials produces recyclable wastes
from solid leftover materials such as scrap aluminum, scrap iron, and
scrap copper. A total of 18.2 tons of solid wastes were generated in
2018, a slight decrease by 5% as compared with that of the previous

year. The specific composition is as follows:
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No. |[Type Substance emitted Amount/Weight in 2018 Amount/Weight in 2017
FPoR |t 23 %7] 20185E P it i 201 TAER L A
1 |Atmospheric Emissions Dust 0.116mg/m? 0.145mg/m?
KB e
2 Smog = =
7
3 Noise 50-53DB 52-54dB
IR
4 Carbon dioxide 1.7t 2.32t
— bR
Nitrogen oxides 1.3t -
AE(EEY
6  [Sewage Emissions Industrial wastewater 1245m? 550m?
JB& ZKHERL A PEREK
7 Sanitary wastewater 1418m? 2750m?
A4 EREK
8  |Wastes Recyclable waste 1.2t 1.2t
BEFEY) AT B YY)
9 Non-recyclable waste 17t 18t
][ EE )
Hazardous waste 0.8t 0
fE kR EEY)
Notes: #r
1. Due to the relocation of the plant, replacement of manufacturing 1. i | A R A P B R I BR R Bk Bt -
equipment and purchase of environmental protection facilities, 01 TEEAE R EAEEYL 3t
nitrogen oxides was increased to 1.3 tons over that in 2017; 2. PR i 1 B > 3 7 T (R bR B e s it - AR PEJEE
2. Due to the relocation of the plant and the construction of workpiece TKHERT & s 2 A 1 i — (%
spray cleaning facilities, the discharge amount of waste water from 3. MRS o 18 A B R ek it ER PR R T
production has more than doubled over the past year; EEF R OEME R T A G R EYE
3. Due to the relocation of the plant, we have put to use new 0.8t ©

environmental protection facilities which need to replace the
activated carbon every six months, generating hazardous waste - 0.8
ton of activated carbon.
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Atmospheric Emissions

Based on the business nature and production activities
of the Group, daily operation only emits carbon dioxide,
nitrogen oxides and a small amount of dust without any other
greenhouse gases. As a result, the Group’s operations have a
slight impact over the environment. However, the Group is
devoted to fostering and enhancing employees’ awareness
of environmental protection in their daily work, and actively
and continuously implements its environmental measures to

reduce the emission of greenhouse gases.

In respect of the emission of greenhouse gases, the Group
strictly abides by Law of the People’s Republic of China on
Prevention and Control of Environmental Pollution by Solid
Waste, and continuously decreases waste gases produced
in operations. For the smoke, dust and other pollution
substances generated in the production process, open
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 hazard of noise.

Greenhouse gases of the Group mainly come from air
conditioning and seasonal heating in the office area. The
Group started to implement stricter energy saving policies
from 2018, by which the density of its greenhouse gas
emission is reduced by 26.72%. Details of such policies are

described in the section of “Use of Resources”.
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The Group’s emission of greenhouse gases is summarised RE RASHEICR M EE T
as follows:
Weight (tons of Weight (tons of
carbon dioxide) carbon dioxide)
o O SRR ) O SR )
2018 2017
Total emissions 1.7 2.32
PEds &
Density (Emissions/Employees) 0.01 0.004
HEHR ER)
We have adopted the following measures to reduce R B SR T 5145 0 L e (S 3R P 2
greenhouse gases emitted during our operations: s L0 RS A 113 2 R B R -
. Relocation of Fufeng Busbars. The equipment . BB RE - T
and process of the new plant have been renewed, W SF B R TR T T
restructured and further upgraded; the working B OSSR S
procedures of the workshops have been reasonably A7 S B W R
arranged; and the design planning of the plant has USRS T L
been optimised, in order to improve and smoothen e T B IS SR
the process flow and reduce emission from sources; W8 SOETE R e S
. The Company adopts energy-saving electric N INT RS I 4 B S A
appliances in the operation area, such as energy TR SR HIETRERS » HE18
saving lamp, and encourages employees to avoid M E T E SRS 7 R IS

turning on lights when the natural light suffices; B BE R
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. The Company applies energy-saving measures to
coolingandairconditioning systems, and encourages
employees to open windows to circulate air and shut
down air conditioners as much as possible when it is
in moderate temperature, in an effort to save energy

and reduce emission;

0 We advocate green traveling by encouraging
employees to take public transportation or shared

bicycles to reduce cars’ emission of exhaust gas;

Electricity consumption is deemed as the major source of
indirect emission of greenhouse gases. The Group has
implemented the measures contained in the section of “Use
of Resources” below to reduce energy consumption and

thus cutting carbon emission.

Through such measures to reduce greenhouse gases,
employees’ awareness of reducing greenhouse gases has

been increased.

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. The daily operating activities of
the production companies under the Group have discharged
more than twice the amount of wastewater than last year due
to the construction of the workpiece spray cleaning facilities
in the new plant. However, the discharge of domestic
wastewater has dropped significantly compared with last
year, down by approximately 50%. Most of the water supply
and drainage facilities are provided and managed by property
management companies, and the Group has discharged all
domestic wastewater in accordance with the national control

standards.
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According to the Law of the People’s Republic of China on

Prevention and Control of Environmental Pollution by Solid

Waste and other applicable laws and regulations, we have

formulated relevant rules, regulations and guidelines and

strictly implemented them.

1.31

Hazardous waste

The Group is engaged in the machining industry,
and it does not produce any hazardous waste in its
production operations due to its business nature.
However, due to the relocation of the plant, we
have put to use new environmental protection
facilities which need to replace the activated carbon
every six months, thus the activated carbon waste
was produced within the year. As for that , we
have prepared the guidelines on management and
disposal of hazardous waste. Any harmful waste
produced will be disposed of in accordance with

relevant environmental protection rules.

1.3
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HERRED

ALEEFE BN TAT3E
RHSEBMNE  ERAEE
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Weight (tons) in 2018
B i (i)

Weight (tons) in 2017

i 5 ()
2018 2017

Total emissions

PR E

0.8 0

Density (Emissions/Million revenue)

I (R E A

0.024 0.00
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Non-hazardous Wastes

Certain solid wastes inevitably produced during
material cutting and processing mainly include
recyclable wastes, non-recyclable wastes and
domestic garbage. We adopt the classification
management and centralized disposal of non-
hazardous solid wastes, by which recyclable
wastes are recycled regularly and reused while
non-recyclable wastes are handled by qualified
environmental protection units and domestic
garbage are treated strictly in compliance with the

relevant regulations of China.

The recyclable wastes mainly include scrap copper,
scrap aluminium, scrap iron, and other leftover
bits and pieces in the cutting and processing
process. Owing to the factors such as technical
transformation of equipment and processing
technique after completion of the relocation of the
plant, and low capacity utilisation rate, the total
amount of recyclable wastes was approximately 1.2
tons in 2018, flat with last year. Other non-recyclable
wastes are mainly the garbage generated from daily
operations, such as paper waste and food waste from
canteens, which has also reduced slightly year on
year. Discharge of the Group’s non-hazardous waste

is summarised as follows:

1.32
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Weight (tons) in 2018 Weight (tons) in 2017
Type i it () o Bt ()
b 2018 2017
Recyclable waste — Copper 0.18 0.2
][5 W BE i
Recyclable waste — Aluminium 0.75 0.8
A B g
Recyclable waste — Iron 0.27 0.2
A B EE
Non-recyclable waste — Garbage 17 18
] B W EEA— A
Total 18.2 19.2
HeEt
Density (Emissions/Million revenue) 0.563 0.594
HE(EEHEWBA)

We examine the amount of non-hazardous waste regularly,
and implement a number of measures to reduce the
generation of waste, in order to reduce the impact of non-
hazardous waste produced on the environment during
business operation. To diminish the generation of waste,
the Group takes measures in connection with the disposal

of waste, and introduce different methods to reduce waste:

. Further optimise the design drawing, avoid
reworking, reduce the use of raw material and
production of scraps, through which the Group

decreases waste from sources;
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. Further regulate the use of office supplies, and

establish monthly quota for each employee;

° Adjust the changing pattern of printer consumables,
and encourage employees to print in black and white
as well as on both sides and avoid colour printing and

single-sided printing as much as possible;

. Enhance the utilization rate of paper, recycle and use

waste printing paper to reduce waste;

. Encourage employees to take meals at our canteen,
and take food based on their consumption to avoid

waste of food.

Use of Resources

The Group strictly abides by the national laws and regulations
on resource protection, such as Provisional Regulations on the
Control of Energy Conservation, Technical Regulations on Energy
Conservation Design of Engineering Machinery and Standard and
Common Industry, and Design Code for Energy Conservation of
Machinery Industry. We are committed to optimizing the use of
resources, proactively implement measures to improve resource
efficiency and adopt an environmentally friendly approach in our
operations. Our daily operations mainly use electricity and water. The
Group has established policies and procedures to effectively utilize
resources and maximize resources conservation in accordance with
the objectives of achieving higher energy efficiency and reducing the

use of non-essential materials.
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Energy Consumption 2.1  BEPRIHAE
The main energy consumption of the Group in its daily AEEE S H S R 2RO AR
operationsiselectricity consumption and water consumption. RSB ITHAE S AR -
Density (per Density (per
Type of Consumption Million revenue) Consumption Million revenue)
No. resource Unit in 2018 BE(EANE in 2017 BE(ERAE
FRoE [ IR 414 THRERI2018 B )2018 HAER2017 BEA)2017
1 Power Kw 1,180,000 36,521.20 501,000 15,191.02
B
2 Water M3 2,663 82.42 3,218 97.57
K
Note: #Er
1. Due to the relocation of the old plant to a larger 1. R B B o o e e

new plant, and as the electric boiler was used for
heating in winter, the total power consumption was

significantly increased to 1,180,000Kw.

The Group has established rules and regulations to achieve
the goal of saving electricity and using electricity efficiently,
with the aim of reducing waste and reducing environmental

impact. The relevant specific measures are as follows:

. Use energy-efficient equipment and appliances in

operation, office and living areas;

. Advocate employees to avoid turning on lights when

the natural light suffices;

. Advocate employees to open windows to circulate
air and shut down air conditioners as much as

possible when it is in moderate temperature;
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. Encourage employees to turn off their computers
(hosts or monitors) when they are out for a long time,
and put the computer to sleep when they go out for

lunch at noon;

. Surrender the tenancy of the unused office area and

increase the usage rate of the venue.

Therefore, through these energy-saving measures,
employees’ awareness of energy conservation has

been increased.

Water Consumption

The daily operating activities consumed more than twice
the amount of water used in last year due to the construction
of the workpiece spray cleaning facilities in the new plant.
However, the consumption of domestic water has dropped
significantly compared withlastyear, down by approximately
50%. Domestic water is sourced from municipal water
supply. Most of the water supply facilities are provided
and managed by property management companies, so the
procurement of suitable water sources is not relevant to the

Group.

We encourage all employees to develop the habit of saving
water. We continue to strengthen the publicity of water
conservation and post water-saving reminders in the pantry

room to guide employees to use water reasonably.

For industrial water, we have installed water recycling
facilities and adopted the water recycling treatment, by
which the rinsing water is reused after it is recycled and

filtered, and thus the water consumption has been reduced.

o 2
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Use of Packaging Material

Based on the nature of our business, during processing
of materials provided by foreign clients, production and
packaging, the Group will consume a large amount of
packaging materials for product packaging. In 2018, a total
0f 6.25 tons of packaging materials was used, and the amount
of consumables was significantly reduced by 4.75 tons year

on year, the specific comparison is as follows:

2.3 WEMBHEH

ERHMAVEBEE - 308
TEEREHEEBES A%
B g R B R E e R B A
R > 20185 $1 51 FH6. 2515 Y &
SERIAR R - FIECREM B E R
/b4 T50E > BESHIRAT -

As a continuing commitment to corporate social responsibility,

we recognize the importance of reducing the negative impact of

business operations on the environment. We are also committed to

achieving sustainable development to create long-term value for the

community environment and investors.

Type Weight (tons) in 2018 Weight (tons) in 2017
R oA () 2018 A () 2017
Wooden box 2.6 4.1
RAE
Carton 0.35 0.4
Gi%E]
Plastic 0.3 1.5
Box iron 3 5
1 5
Total 6.25 11
M5
Density (Weight/Revenue in millions) 0.19 0.33
wE(EE S HERA)

Environment and Natural Resources B b e AR B
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In order to reduce the potential impact on the environment and natural
resources, the Group continued to promote internal management,
continuously explore internal energy saving potential, implement
energy conservation and emission reduction, reduce resource
consumption, and implement various resource saving measures,
such as eliminating unnecessary office decoration and engineering
renovation. As for the decoration and renovation of the office
area, meeting the minimum office needs will suffice. In addition,
reducing unnecessary business trips and holding video conference
and phone meetings using electronic communication equipment to
communicate and solve related issues also help energy conservation
and emission reduction. Furthermore, we simplify the layout of
the venue, reduce unnecessary roll screen, podium KT board, etc.,
print the necessary table cards, banners, reminder boards only, and

maximize the efficiency of reuse as much as possible.

Meanwhile, we focus on the environmental education and advocacy
among staff 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. We encourage employees to actively
participate in environmental public welfare activities, and arrange
for employees to participate in the publicity activities of “Caring
for Marine — Release Fry”, “Cleaning Coastline” and “Cycling
50km for Green Travel” organized by the substantial shareholder
HNA Volunteer Association. In addition, we actively encourage
employees to actively practice green public welfare activities in
their daily lives, such as driving to and from the workplace as little
as possible, taking the green model of public transportation, and

minimizing the waste of working meals in the canteen.
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The Group always 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, continuously 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

Human resources are the cornerstone supporting the sustainable
development of the Group. Therefore, we develop relevant
employment policies, adopt people-oriented management and
help employees reach their full potential. Relevant employment
policies have been formally documented, covering recruitment,
compensation, promotion, working hours and rest periods, diversity,
equal opportunities and other factors. 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. We devote
to building a fair, comprehensive, diverse and equality corporate

culture.

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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During the year, the Group is not aware of any material violations

of laws and regulations relating to employment and labor practices.

Health and Safety

The Group attaches great importance to the employees’ health
and safety, and is committed to providing employees with a safe
and healthy working environment. We set up a safety plan and
established rules and regulations on safe production and occupational
disease prevention, which contain health and safety management
programmes to ensure safety and prevent accidents. The Group
strictly implements national standards and norms of occupational
safety and health, pays attention to the work safety, such as installing
safety protective covers for processing equipment machinery
and new transmission parts of equipment, setting up warning
marks, strengthening the regular maintenance and management of
production equipment, and providing protective articles including
masks and safety goggles in accordance with occupational health
requirements, performs dust, noise and heatstroke prevention, avoids
accidents, ensures production safety for employees, and avoids work

accidents.

Also, the Group insists on the principle of taking precautions as the
main task, enhances its employees’ sense of safety in various ways,
strengthens occupational safety education, extensively commences
promotion, education and training on production safety, and
conducts emergency drills, 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.
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In terms of employee care, the Group actively organizes cultural and
sports activities to enrich employees’ life, organizes them to conduct
basketball or badminton activities from time to time, and organizes

single youths of appropriate age to participate in blind dates.

During the year, the Group is not aware of any violation of laws
and regulations relating to health and safety which has a significant
impact on the Group. In addition, we will continue to devote sufficient
resources to maintaining and improving safety management to

reduce risks associated with health and safety.

Development and Training

In order to meet the development needs of the Company and the
career planning of the employees, it is very important for us to
continuously improve the quality and work ability of our staff, and to
cultivate talents and enhance the skills of human capital. The Group
has established internal rules and regulations, and developed training
strategies focusing on creating value and satisfying the needs of its

customers, talents and society.
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We understand the importance of keeping up with the latest trends in
the industry and the changing pace of the domestic market for staff
training and development. We make full use of our internal resources
to provide different forms of training for employees, including intern
training, new employees’ induction training, business backbone
training, corporate integrity and compliance culture training, training
on operating instructions of safe production and usage of labour
protection appliances, and training on the new laws in relation to

safety, to enhance the knowledge and skills of professionals.

We also encourage employees to participate in training and obtain
professional qualifications. Participation in various training
programmes, such as the follow-up training of secretary of the
board provided by the Exchange’s designated training institutions,
the follow-up training of the listed company’s financial controllers,
the independent directors’ compliance training and the training for
qualifications of secretary of the board, etc., will enable employees
to further enhance their basic skills and professionalism. The Group

also encourages a culture of sharing knowledge and experience.

Labor Standards

As defined by laws and regulations, child labor and forced labor
are strictly prohibited during the recruitment process. The Group
strictly abides by relevant laws and regulations and has formulated
the “Staff Management System” and other systems. It endeavors to
create a 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.

The personal data collected by the Group during the recruitment
processisused to select suitable candidates and verify the candidate’s
personal data. The information collected is only used to understand
the background of the applicant. The human resources department
must also ensure that the identity documents have been carefully
examined, in particular the age. If a violation is involved, it will be

handled as the circumstances may require.
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During the year, the Group is not aware of any material violation of

laws and regulations relating to child labor and forced labor.

Supply Chain Management

The Group has always focused on protecting the interests of
consumers, suppliers and clients, valued its relationships with
suppliers (including subcontractors) and regarded them as important
business partners, 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 a sound management system for supply chain
system. In order to strengthen the selection of suppliers, the Group
welcomes the participation of qualified, competent and quality
suppliers. The Group’s procurement department and marketing
department are responsible for formulating these policies to
standardize supplier management and improve operating standards.
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.

The Group maintains close liaison with our suppliers to monitor their
performance and ensure compliance with our service commitments.
During the year, the Group is not aware of any major suppliers’
actions or practices that had a significant negative impact on business

ethics, environmental protection, human rights and labour practices.
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Product Responsibility

Focusing on productquality, the Group has built first-class production
conditions in China and a strict quality management system. During
theyear, weexperimented withand developed themainisolated-phase
busbars with 600MW, the pilot project in line with IEC international
standards. With the said project, the Company also won the project
“Panama 1X420MW unit of isolated-phase and nonsegregated-
phase busbars”. The Company could evade the market environment
with low bid domestically, and tap into the international market by
virtue of internationally acclaimed lab report. In addition, the R&D
and trial-production of the busbars dehumidifying system have
been successfully applied in the transformation of Unit 1# plant
& standby transformer nonsegregated-phase busbars in Chaoyang
Yanshan Power Plant, which could effectively deal with the decrease
of dielectric strength of busbars caused by humid air after a unit stops

working.

The Group also attaches great importance to customer satisfaction.
Oriented to customer satisfaction and excellent quality, the Group
has formulated various quality and safety inspection policies for
different products. Before manufacturing any product, it confirms
with customers on mutual expectations and directions for such
product, keeps in touch with and coordinates with customers while

providing services to them.

During the communication with customers, the Group gathers
customers’ information and has respects for customers’ rights
to their information assets and the value of such assets, in strict
compliance with systems and standards of customers’ data security
management. We also stringently perform the responsibility for

confidentiality, preventing confidential data leakage.
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Inaccordance with the Group’s polices and to comply with applicable
laws and regulations in an all-round way, we base our advertising
and labeling on customers’ benefits and further disseminate positive
information to customers and prohibit publication of violence,
pornography, hatred, superstition, gambling and other negative

information.

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.

Anti-corruption

The Group has zero tolerance for any corrupt, fraud and other
unethical behavior. 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, treasured and maintained due integrity, honesty and
fairness when conducting businesses, and committed to fostering a

harmonious and honest working environment.
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At present, the Group has formulated various internal control
systems and process control procedures such as Separation Control
System for Incompatible Positions, Code of Conduct for Employees,
Reporting and Complaint Management System, and Anti-fraud
Management System, to strictly monitor and prevent all kinds of
illegal commercial bribery activities carried out by the Company
or employees with customers and suppliers; to properly keep the
personal information of consumers, suppliers and customers which
shall not be illegally used or resold for profits; and to provide good
after-sales service and properly handle complaints and suggestions

from consumers, suppliers and customers.

At the same time, we have established a strict corporate governance
mechanism in accordance with the listing rules and the Securities and
Futures Ordinance to prohibit any fraudulent activities in the capital
market. Aside from this, we also encourage employees to report
any form of misconduct, such as the abuse of power and bribery by
customers or employees. The Group will investigate into and collect
evidence on these reports and report them to the regulatory and law
enforcement authorities; and periodically carry out incorruptible
training on employees and promote the construction of incorruptible
culture and require all employees to perform honestly, impartially
and with integrity, and develop the habit of strictly abiding by rules
and regulations in the process of actively promoting the construction

of corruption prevention system.

During the year, the Group is not aware of any serious impact on the
Group due to violations of laws and regulations regarding bribery,

extortion, fraud, and money laundering.
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Community Investment

The Group believes that participating in social engagement and
contributing to society are forms of showing corporate citizenship.
We also see the potential to nurture corporate culture and inspire
our employees towards social concerns in the daily work life. We
would maintain stability and promotes harmonious development of

the community as a part of the strategic development of the Group.

The Group encourages its employees to devote some time and
leverage their strengths to community work, by which they will have
more opportunities to learn about social and environmental problems
and the Group’s corporate value is boosted. We took part in the
community activities organized under the leadership of corporate
shareholders, and organized employees to participate in the blood
donation activities jointly conducted by HNA Volunteer Association
and Hainan Provincial Blood Center and to visit the elderly living
alone and stay-at-home children in Haikou City Welfare House at
weekends. The Company periodically organizes visits to people and

households badly off in the communities and offers relief to them.
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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 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited 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. During the year, the
directorships were filled promptly. The Group appointed directors
who has no background in relation to substantial shareholders, and
included a director who has the experience of hospitality business
and appointed a female director, which is favorable to create a

governance environment featuring with board diversity.
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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, the membership of which will
be adjusted in time based on actual circumstances, so as to lay a
foundation to give a full play of their functions regarding corporate
governance. Each committee regularly evaluates and reviews the

effectiveness of its work in accordance with its terms of reference.

During the reporting period, the Board of the Company has strictly
observed the policies and practices stipulated by laws and regulatory
requirements, and also formulated and amended its regulations with
reference to those policies and practices, with an aim to perfect our
corporate governance policies and practices. The Company continues
to focus on the training and 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 the internal control and improve the prevention
and management of risks. Compliance with the latest regulatory
requirements is thus ensured. For the more detailed corporate
governance policies and procedures of our Group and other
information, please refer to the Corporate Governance Report set out

in the Annual Report 2018 of our Company.
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The Company has complied with “comply or explain” provisions setoutin ~ A/N\FEEBSF(HFEHFEX G AER AT RS
the ESG Reporting Guide in Appendix 27 to the Rules Governing the Listing TR 5% — 1 (P85S - & A& aH4458])
of Securities on The Stock Exchange of Hong Kong Limited. The table below  Fak Y™ A RESFERREE (60 » PR EEW ST

sets forth an overview of our compliance with the provisions. SLHIIESE o

Areas, Aspects, KPIs “Comply or explain” Provisions Reference
B ~ R Bz B S U R R U S8 R R R 16 S page
SE
A Environmental
ABRBI
Aspect A1 Emissions
e Al P
General Disclosure Information on: 4-6
— e B (a) the policies; and
(b) compliance with relevant laws and regulations that have a significant impact on the
issuer relating to air and greenhouse gas emissions, discharges into water and land, and
generation of hazardous and non-hazardous waste.
B R R BOR = RAHEL - [H/K R HHHES - BE RIEEREYNELS
HY * (QBUR 5 R(b)E ST 51T A A A B TH RRE R R BIRY B
KPIAL.1 The types of emissions and respective emissions data. 6
oAl A N E AL HEmcre i AR R e s
KPIA1.2 Greenhouse gas emissions in total (in tonnes) and, where appropriate, intensity (e.g. per 8
ToR] S G TR AEA L2 unit of production volume, per facility).
Rz RAS AR (PANEET 5D R (W D 2% (A DU e = B A ~ 19 TR
SED
KPIA1.3 Total hazardous waste produced 10
e SR HE ARA LS (in tonnes) and, where appropriate, intensity (e.g. per unit of production volume, per
facility).
FrEEd A E RV AR (L8 K (AER)D &% E (Mg EE B - 51
st 5D
KPIAl.4 Total non-hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. 11
BE SR G fEA L 4 per unit of production volume, per facility).
P A e 5 g FE ) 4 i ( DANEE 50D e (U D) 2 (AN DA e 2 B A ~ 59
st &)
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Areas, Aspects, KPIs “Comply or explain” Provisions Reference
A~ e i b R S A R T AN < AR A R 3 page
SHE

KPIALS Description of measures to mitigate emissions and results achieved. 7-9
R NGB TRALS i 210 R B IR ST 2 Y 5 T e P 15 i SR
KPIAL.6 Description of how hazardous and non-hazardous wastes are handled, reduction 10-12
[ PR A U FE 1A L6 initiatives and results achieved.

AR A S SR BRI I3 0k ~ AR AR R AR R PR R AR
Aspect A2 Use of Resources
JE A2 B IFEH
General Disclosure Policies on the efficient use of resources, including energy, water and other raw 12
— B materials.

FRUEREIRCEREREIR ~ 7K B AR AR B BER
KPIA2.1 Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil) in total 13
[oR PR 4R U FE FEA2.1 (kWh in *000s) and intensity (e.g. per unit of production volume, per facility).

TR o3 0y BB /T BERE R (A8 ~ RBCH) S8 FE 8 (MAT(E T B ET5)

B e (AL e B R AL - IR TR
KPIA2.2 Water consumption in total and intensity (e.g. per unit of production volume, per 13
BRI RE1RA2.2 facility).

HaFE KB RS (LA 2 B - B EET )
KPI A2.3 Description of energy use efficiency initiatives and results achieved. 13-14
BRI AIE1RA2.3 0 S I 16 P g a8 R TS Bl AR
KPIA24 Description of whether there is any issue in sourcing water that is fit for purpose, water 14
BHER S E1EA2.4 efficiency initiatives and results achieved.

L SR B P KO b T A AR - LRI P K S i i 31 e P 15 PR R

KPIA2.5 Total packaging material used for finished products (in tonnes) and, if applicable, with 14-15

R STB IR IRAL.S

reference to per unit produced.

B BT A LA R AR (DA 50D R (AU D SR FE B 5 &
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Areas, Aspects, KPIs “Comply or explain” Provisions Reference

AREE ~ R i B B SR SRR AR T RS ik SRR 4 S page
Rt

Aspect A3 The Environment and Natural Resources

JEFIEIA3 BT R R R I

General Disclosure Policies on minimising the issuer’s significant impact on the environment and natural 15-16

— et EE resources.

AR ST N BRI R RN IR B A B I BUR

KPIA3.1 Description of the significant impacts of activities on the environment and natural 15-16
R S 48 U5 A 3.1 resources and the actions taken to manage them.

12U A5 B R R e RNV K 8 R R U E B B BRI T8

B Social
Btk &
Aspect B1 Employment
JE IEIB1 HEH
General Disclosure Information on: 17
— e (a) the policies; and
(b) compliance with relevant laws and regulations that have a significant impact on the
issuer relating to compensation and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-discrimination, and other benefits
and welfare.
FRAH B R i e ~ B R ETT - LAERE - RE - PERE - Zot(h - ]I
U LLUR HoAth 57 288 R AR A HY ¢ (a) BUER 5 Ba(b) 257 384T A A B B VAR R
AR R B
Aspect B2 Health and Safety
JF IEIB2 FEREE % 2
General Disclosure Information on: 18-19
— g (a) the policies; and

(b) compliance with relevant laws and regulations that have a significant impact on the
issuer relating to providing a safe working environment and protecting employees from
occupational hazards.

AR 2 4 TR M ARl e B e BSE R E BEHY © (QBUOR  R(b)E ST #
1T NA BB HBEERROIER
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(b) compliance with relevant laws and regulations that have a significant impact on the
issuer relating to health and safety, advertising, labelling and privacy matters relating to
products and services provided and methods of redress.

B RAFTHR AL A RS WY R R Bl e & ~ R i5 B ~ R AL R H DA
ROTER © @QBUOR 5 K(b) BT R 1T N AL BRVHEREE L BIRVER -

Areas, Aspects, KPIs “Comply or explain” Provisions Reference
B ~ R il Bz B S U RA A TS 385 R iR R 16 S page
SE

Aspect B3 Development and Training
JEF IETBS BN 5l
General Disclosure Policies on improving employees’ knowledge and skills for discharging duties at work. 19-20
— A EE Description of training activities.

BRI E BRIT TR AV RIS M RBE Y BUR - i)l iEE) -
Aspect B4 Labour Standards
JF iEiB4 LR
General Disclosure Information on: 20-21
— A R (a) the policies; and

(b) compliance with relevant laws and regulations that have a significant impact on the

issuer relating to preventing child and forced labour.

AR L2 TEEREIZF THY © @BGR ¢ K(b)BE ST #8617 NAE ARG BRI

TR SR B R
Aspect BS Supply Chain Management
JF IfiB5 HEHE A B
General Disclosure Policies on managing environmental and social risks of the supply chain. 21
— T R R Y B 05 Bt R BRI R
Aspect B6 Product Responsibility
JF IfiB6 JE it ES AT
General Disclosure Information on: 22-23
— M EE (a) the policies; and
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Areas, Aspects, KPIs “Comply or explain” Provisions Reference

AREE ~ R i B B SR SRR AR T RS ik SRR 4 S page
Rt

Aspect B7 Anti-corruption

JF IEB7 R

General Disclosure Information on: 23-24

— e & (a) the policies; and

(b) compliance with relevant laws and regulations that have a significant impact on the
issuer relating to bribery, extortion, fraud and money laundering.

ARG L BERS ~ B1R - WEE R R R R © (QBUR  ROBEFHEFTAFEKR
s BRI BRD AT R B B -

Aspect B8 Community Investment

JEF GBS b £ &

General Disclosure Policies on community engagement to understand the needs of the communities where 25

— R R the issuer operates and to ensure its activities take into consideration the communities’
interests.

Al DAL 1 2 BRI i S P 7 1L B R E AR R L T E B &8 L & Al
FYBLER
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