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ABOUT THIS REPORT

3R 7 S e

OVERVIEW

This is the third Environmental, Social and Governance (“ESG”) Report
issued by Honworld Group Limited for the purpose of providing information
about Honworld’s products, social and environmental performances as well
as our efforts in social responsibilities. It is expected that through this report
you will have a better understanding of what we have done in achieving a
sustainable development and revert to us your feedback.

BASIS OF PREPARATION

This report is prepared in accordance with the Environmental, Social and
Governance Reporting Guide (“ESG Guide”) as contained in Appendix 27 to
the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (hereinafter referred to as the “Stock Exchange”).

The contents of this report are determined based on a set of systematic
procedures, including the identification and enumeration of key stakeholders
and important ESG topics, determination of the scope of this ESG Report,
collection of relevant materials and evidence on which the information of
this report is based, and review of the data contained herein.

INTERPRETATION

This report is issued on a yearly basis covering the period from 1 January 2018
to 31 December 2018 (hereinafter referred to as the “reporting period”). For
interpretation purpose, “Lao Heng He (£ 1 ), the “Company” and “we”
used herein shall refer to Honworld Group Limited. The scope of this report is
the same as that of the 2018 Annual Report of the Company. Unless otherwise
indicated, all amounts presented in this report are dominated in Renminbi.

RELIABILITY GUARANTEE

The Company guarantees that there is no false statement, misleading
representation or material omission in the contents of this report. We
undertake to be responsible for the truthfulness, accuracy and
completeness of this report.
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ABOUT THIS REPORT (CONTINUED)

CONFIRMATION AND APPROVAL

This report was approved and authorised by the board of directors on 19
July 2019 upon confirmation by the management.

AVAILABILITY OF THIS REPORT AND
FEEDBACKS

This report is prepared both in Chinese and English. In case of
inconsistency, the Chinese version shall prevail over the English version.
Electronic version of this report is available on the page “Financial
Statements/ESG Information” on the website of the Stock Exchange. If you
have any enquiry or suggestion regarding this report, please feel free to
contact us at:

Correspondence address: 299 Zhongxing Avenue, Wuxing District, Huzhou
City, Zhejiang Province, PRC

Telephone: 0572-2123225

Fax: 0572-2568852

Investor relation mailbox: ir02226@hzlachenghe.com
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CHAIRMAN’S MESSAGE

The name of Lao Heng He well defines its philosophy: “Lao ()" stands for
its well-established brand with long history, “Heng (18)” stands for the
inheritance of its brewing methods, and “He (#1)” stands for its
heartwarming smile to the world. With unwavering determination
notwithstanding ups and downs, Lao Heng He is still adhering to its long-
standing motto of “Perseverance combined with good-naturedness and
creditworthiness (18 JA#5 2 + #1115 & Z)”, aiming at brewing healthy and
green condiments of high quality. As an enterprise enjoying a status of
“China Time-honored Brand (f % # F §7)”, with the spirit of national
culture as a guide, Lao Heng He is motivated by the goal of “ensuring food
safety, promoting environmental protection and enhancing consumers’
health” in passing on its tradition and forging ahead, so as to usher in
another century of development with confidence.

We have succeeded in maintaining a strong growth momentum by
continuously offering condiments of consistent quality, wide variety and
excellent flavors, such as cooking wine, soy sauce, rice vinegar, soybean
paste, fermented bean curd, and chili sauce to consumers. As of 31
December 2018, the Group recorded a revenue of RMB874.4 million,
representing an increase of approximately 8.9% as compared to 2017.

In 2018, we were recognized as a well-known trademark in China by the
Trademark Office of the State Administration for Industry and Commerce, and
our brand image was further promoted. Meanwhile, we participated in the
drafting of the association standards for brewing of cereal based cooking wine
in 2018, making contribution to the healthy and orderly development of the
cooking wine industry. Our wine vinegar workshop was awarded the “National
Light Industry Advanced Collective (2 B8 T 173550 #E 52 88)” title in recognition
of its high degree of professionalism. Our products “15% Cooking Wine (155
#HE)” and “30-year old yellow wine brewed from a recipe dated back to the
Song dynasty (R 7730 R H)” were awarded the “Gold Award for Cooking
Wine (BE£HA S 58)” and the “Qingzhuo Awards” for new alcoholic product
(yellow wine) of the year (F/E [ B/V4E ] BB M (EHER)) respectively by the
China Alcoholic Drinks Association, while our ancient crafts were continuously
refined. Our technical innovation team was selected as the “Elite Project (fg 5
5tZl)” in Nantaihu, Huzhou, and the research project applied jointly with
Jiangnan University won the “Science and Technology Advancement Award of
China Alcoholic Drinks Association (F BB 2 173 & B2 i 25 88)”, marking
our ceaseless efforts in enhancing our technique. Our new production base
was graded as the first batch of municipal-level green factories in Huzhou City,
which was a big step towards environmental protection.
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CHAIRMAN’S MESSAGE (CONTINUED)

In the past year, every achievement and every award has inspired Lao Heng
He to become more and more determined on the road to sustainable
development. Lao Heng He always demonstrates its commitment to
corporate citizenship, maintains close communication with all stakeholders,
and relates our corporate strategy, management system and business
operations closely to sustainable development issues. We continuously
optimize management in terms of product quality, R&D innovation, safe
production, resource recycling and support for employees, so as to fulfill
our environmental, social, and governance responsibilities, and contribute
to a win-win situation in the course of economic, social and environmental
development.

UPHOLDING QUALITY AND REFINING. As a time-honored brand in the
condiment industry, Lao Heng He regards product quality as the
fundamental of its business and food safety as its solid bottom line. In 2018,
we actively set up a whole process food quality and safety management
system covering raw material procurement, production, circulation and
product delivery, established supervision, selection and management
processes for front-end food materials, tightly controlled every part of food
production, strengthened the monitoring of risks associated with food
quality and safety, promoted the awareness of food quality and safety,
integrated production and operation strategies with quality management
systems and food safety systems, and implemented serious containment of
non-conforming products. With a strict organization and structure for food
quality and safety management, the Company did not involve in any food
safety incidents in 2018. On the basis of ensuring food safety, we pursued
quality and invested heavily in technology research and development, so
that each bottle of condiment produced by Lao Heng He can achieve a
balance of rich flavor, high nutrition and constant quality.

STRIVING FOR MUTUAL SUCCESS WITH JOINT DEVELOPMENT.
We focus on creating a transparent and fair development environment with
distributors, suppliers, industry players and customers to achieve win-win
cooperation. In 2018, we participated in the formulation of important
industry standards, and vigorously promoted the shifting of competition in
the cooking wine industry from price to product quality. We effectively
updated the supplier management system and improved the accountability
for our food supply chain. We controlled the quality of distributors and
conducted training for them to standardize their operating competence and
enhance the brand awareness of Lao Heng He. We set up a number of
customer communication channels and service quality objectives, continued
to improve customer satisfaction, highly respected customer privacy and
won the trust of our customers. We are strongly convinced that only with a
close working relationship with our peers and the upstream/downstream
integration can we embrace the real prosperity of the industry.
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CHAIRMAN’S MESSAGE (CONTINUED)

£ J Bk (%)

GATHERING OF TALENTS WITH HARMONY TO REFINE
CRAFTSMANSHIP. By adhering to its “people-oriented” employment
philosophy, Lao Heng He creates a diversified and equal working culture
and environment, safeguarding employees' legitimate rights, health, safety
and self-realization. In 2018, we developed a well-structured system for
human resources management and policy, successfully keeping the annual
turnover rate of employees at a low level. We met all the occupational health
and safety management requirements. With the use of screening,
assessment, publicity, regular meetings, implementation of recommendations
and accountability, safety risks associated with production were significantly
reduced. Employees’ occupational health was also dynamically monitored
and maintained. We provide employees with a variety of capability building
training, together with performance ratings, rank promotion, employee
benefits and other incentives to create a comprehensive caring mechanism,
so that every employee can whole-heartedly engage in self-value creation
and attain a happy working life.

SUSTAINABLE DEVELOPMENT AND GREEN OPERATIONS. Lao
Heng He always adheres to the social concept of corporate efficiency and
environmental protection, and carries out environmental protection work
under the guidance of sustainable operation philosophy. In 2018, we
continued to promote energy-saving innovation and technology
optimization, launched smart power systems, and formulated and
implemented energy-saving and consumption-reduction plans to reduce
the environmental impact of production and operation activities. We
introduced advanced water-saving technologies to improve the utilization of
water resources through the harmless recycling of wastewater, the recycling
of cooling water and the reuse of grey water, and attained effective
treatment of solid waste in compliance with regulations. We actively
advocated various forms of emission reduction, promoted environmental
protection concepts to stakeholders, and built a green value chain.

CULTURAL TRANSMISSION BY FLAVOUR. Lao Heng He always has a
sense of mission and regards historical and cultural transmission and
inheritance of the national spirit as its own responsibility, sparing no effort in
contributing to the community. In 2018, through sponsorship and content
production, we got involved in “Once Upon a Bite (EK AR, a
documentary exploring food culture, and “Great Expectations (& ABIE)”,
a war drama series highlighting national sentiments. We have a close
interaction with the communities in which we operate. By ceaselessly
exploring ways to contribute to the community based on our own operating
conditions, we have gained full recognition from the local residents.
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CHAIRMAN’S MESSAGE (CONTINUED)

THE PAST WAS DELIGHTFUL AND THE FUTURE IS FULL OF HOPE.
We will, as always, uphold the spirit of “artisan” to continue to offer safer,
healthier and greener naturally-brewed condiment products of higher
quality. With full use of our value and strength, we expect to make more
valuable and greater contributions to the sustainable development of the
economy, environment and society in the future.

Chen Weizhong
Chairman of the Board and CEO
July 2019
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ABOUT LAO HENG HE

YNSRI

INTRODUCTION TO THE ENTERPRISE

As one of the leading condiment manufacturers in China, Honworld Group
Limited mainly produces brewed cooking wine, yellow rice wine, soy sauce,
rose rice vinegar, fermented bean curd, sauce and marinated cooking wine.
Lao Yuan Da Jiang Yuan (Z T RK#EE), the predecessor of Lao Heng He,
was established in Huzhou of the Jiangnan region during the Qing Dynasty
under the reign of Emperor Xianfeng (82 %) and adopted its existing
name later in the 19th year after the founding of the Republic of China (E
+ JL4F), with a history of a century. Since its establishment, Lao Heng
He always adheres to its long-standing motto of “Perseverance combined
with good-naturedness and creditworthiness (18 LA 5 2 » Fl{5 A ). In
1915, the condiment products of Lao Heng He were awarded the Gold
Medal at the Panama — Pacific International Exposition. In 2010, Lao Heng
He was recognised as China Time-honored Brand (7 # £ = 5F) by the
Ministry of Commerce. In 2014, the Company was successfully listed on
the Stock Exchange (stock code: 2226).

PRODUCT SERIES

Based on the industry and market situation, Lao Heng He has carried out
multi-category layout to create a diversified condiment industry chain with
cooking wine as the leading product. We continue to increase the
production capacity of products such as soy sauce, rice vinegar and
fermented bean curd, enrich the existing condiment product mix, and
develop the Company’s condiment industry chain in multiple levels through
the complementary advantages of the cooking wine products and other
products.
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Cooking Wine
Series
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Ingredients of Lao Heng He’s cooking wine include Huzhou'’s high-quality rice and wheat, and Huzhou’s
high-quality water is used. First, the liquid should be brewed into yellow rice wine (JIER &=
dozens of herbal spices will be added into the wine while no alcohol will be added. Lao Heng He’s cooking
wine will not only remove any gamy or fishy flavour of food, but will also enrich aroma of dishes. It is also
rich in amino acids, vitamins, and beyond, which are healthy to the body.
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Rose Rice
Vinegar Series

BBKEER S

the most famous vinegars in China, is produced.

BRERFESR - & B AR 2 —HOKE -
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With carefully selected indica rice from Suzhou and Huzhou and the unique climatic conditions of
Jiangnan’s rainy seasons every year, Lao Heng He brews the vinegar by natural fermentation for months
without adding any bacteria before processing and bottling. Finally, Lao Heng He's rose rice vinegar, one of

MRIMERTERE - KBS B A% - BE

Rose Fermented
Bean Curd Series
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Rose fermented bean curd offers the fragrance of rose and pleasantly sweet taste. The appropriate
saltiness, delicate texture and tastiness contribute to its distinctive flavor. As our rose fermented bean curd
is in good quality and can be stored for long time without deterioration, we have received several awards.

HiANR - S0 BIERN - BEEE LF - &

Soy Sauce
Series

BmR5

Lao Heng He’s soy sauce is featured by the rich and natural sauce flavors. The series include products
such as Brewed-twice Soy Sauce and Seasoned Soy Sauce, which are rich in amino acid nitrogen.
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ABOUT LAO HENG HE (CONTINUED)
J3H 77 & fE A (%)

OPERATING RESULTS REEE

Leveraging on the stable quality of our products, the diversified sales BEBTMERLDE « ZubiHERBEEMEA
channels and our deep-rooted brand image, Lao Heng He achieved good ALK MEFE R » — T — \FEZEMNGRIFERE
development in 2018. Total sales increased by approximately 8.9% and B2 - ESHERER — T — - FIHINLI8.9% @ 71

gross profit increased by 6.4% compared with 2017. IN6.4% o
HERE (B B&x) EXN (Bfx: B8
Sales volume (unit: RMB million) Gross profit (unit: RMB million)
//-)
— ¥ 505 457.0
Increase Increase
B BR
8.9% 6.4%
2017 2018 2017 2018
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ABOUT LAO HENG HE (CONTINUED)

J5H S > fEL A (4)

After the expansion of distribution channels, catering channels and
e-commerce channels since 2016, our new sales channels have covered
30 provinces, autonomous regions and municipalities across the country,
with a total number of customers reaching 1,297. Sales from distribution
channels and catering channels recorded a growth of 14.4%, and the sales
from e-commerce channels increased by 12.6% compared with 2017.

7}|L.7E&§§’X7EL§%%§E
(B4 : BE&8x)
Sales volume of distribution channels
and catering channels (unit: RMB million)

P 1117
359.9
Increase
BR
14.4%
2017 2018

SOCIAL RECOGNITION

Lao Heng He takes the initiative to undertake social responsibilities while
creating economic benefits. During the reporting period, in the course of
streamlining our business and development, we continued to optimize
management in terms of product quality, R&D innovation and safe
production, and actively communicated with various stakeholders to
continuously strengthen corporate governance and strive to achieve
sustainable economic, social and environmental development. This has
been recognized by all sectors of the community.
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Sales volume of e-commerce
channels (unit: RMB million)
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ABOUT LAO HENG HE (CONTINUED)

During the reporting period, we won the following awards:

10.

“Lao Heng He” was recognized as a well-known trademark in China
by the Trademark Office of the State Administration for Industry and
Commerce;

“Research on the Control of Rancid Microorganisms in rice wine
tanks and the Research on Flavor Enhancement Technology”, a
project jointly applied with Jiangnan University won the Science and
Technology Advancement Award of China Alcoholic Drinks
Association;

Our wine vinegar workshop was accredited as the “National Light
Industry Advanced Collective (& Bl & T 17 3 5t # % #2)” by the
Ministry of Human Resources and Social Security, China National
Light Industry Council and All China Federation of Handicraft
Cooperatives ({2 2 B F T ¥4 EM4L);

Our product “15% Cooking Wine (15/Z #HH)” was awarded the “Gold
Award for Cooking Wine (EZi&£HE < #2)” by the China Alcoholic
Drinks Association;

Our product “30-year old yellow wine brewed from a recipe dated
back to the Song dynasty (K 75 304 [R = J&)” was awarded the
“Qingzhuo Awards” for new alcoholic product (yellow wine) of 2018 (=
Z-N\FE[FWE] EEN @(EE) by the China Alcoholic
Drinks Association;

During the reporting period, we applied for the provincial-level key
research institutes and were granted the notice and approval from
the Zhejiang Province’s Department of Science and Technology.
Meanwhile, our technical innovation team was selected as the “Elite
Project (#5551 2])” in Nantaihu, Huzhou:;

We were recognised as the “Innovation Workshop for Model Worker
and Craftsman (& #& T [F £ %7 T {E =) by Huzhou’s Federation of
Trade Unions (#1142 T &) and Huzhou’s Science and Technology
Bureau (BN RIEFEMB);

Our new production base was graded as the first batch of city-level
green factories in Huzhou City by Huzhou’s Committee of Economic
and Information Technology;

We won the “Advanced Collective Award (% # % 52
People’s Government of Huzhou City (G#N A REFT);

#)” of the

Our fermented bean curd product was recognised as a famous brand
product in Huzhou.

EEMBERRA
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ABOUT LAO HENG HE (CONTINUED)
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National Light Industry Advanced Collective Science and Technology Advancement Award
(wine vinegar workshop) of China Alcoholic Drinks Association
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Gold Award for Cooking Wine Qingzhuo Awards for yellow wine
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CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
AS OUR FIRST PRIORITY

EUH#HE ®\HRLS

Adhering to its long-standing motto of “Perseverance combined with good-
naturedness and creditworthiness (18 A5 2 » #1115 & 7Z)”, Lao Heng He
has been insisting on optimising the quality of brewing for many years,
constantly promoting the development of the industry and continuously
creating social and cultural values. As a century-old brand, Lao Heng He
emphasizes the principle of “inheritance”, extending the concept of
sustainable development into a corporate mission, transforming
environmental, social and governance requirements into our driving force,
and implementing the expectations of stakeholders into daily governance
and operational activities. In the attitude of “self-discipline and self-
improvement”, we will move towards the next century.

1.1 ESG MANAGEMENT

CONCEPT AND STRUCTURE OF
RESPONSIBILITY

As a corporate citizen pursuing comprehensive and sustainable
development, Lao Heng He takes the initiative to assume a diversified
social and environmental responsibility. By determining the various social
and environmental areas involved in the scope of operations, the
Company has established its own sustainable development strategy and
committed itself to fulfill its responsibilities in the following six areas: food
safety, products, compliance, employment, environment and community.

RFFE [MERFZ  MER/K]E—HI - ZEMZ
FREFITERERYD  THESTEER B8
BHHEXEEE - (FREFEFY  ZEMBX
[ME&] —F  BAREEREJEMADEED -
KRR - HERERERECRNEDR S - BEE
APEZEZHEERMELLY  UIE2 7D
TIMZRELET —RBFER -

1.1 ESG &
STESHEEE

FIREFLZAARKBEERNEEAR 2B
MESHERERZHE O ERREDT - BB
ETELHEMPRNZBHERELE
REAFCHIBENAKEERERR
RITHERRRE Em - AR ERE RER
SR [ SR B B ARG o

Scope of Sustainable Development Responsibility of Lao Heng He

Food Safety Responsibility

EEMASEERETEME

Compliance Responsibility

EmEEEE

Ensuring food safety

for the benefit of public health
BREALZ S

R RAREE

@f

Product Responsibility =DV E=d
EmEE =B
Safeguarding product quality and Perseverance
serving customers attegtgnaﬁly combined with
ORI B ood-naturedness
FORBES 9

and creditworthiness

Employment Responsibility
EEEE

Protecting employees’ interests and
facilitating their development
REB TR

REBTHR

EEMBERRA

AREE

Operating in compliance with laws and
regulations and upholding
anti-corruption and integrity
BEEHKRE

BPRROZMIE

Community Responsibility
HEEE
Concerning for the development

of the community and participating

in public welfare and charity
ItRER
DHENGEE

Environmental Responsibility

RIREME

Saving energy and reducing waste and
emissions to protect the ecological environment
BB FE) 5 ORBE

IREEREIRIR

A —T-)\FRE  HeREAmE
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CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
AS OUR FIRST PRIORITY (CONTINUED)

oy =

#—8 HEUHES BHRLS ()

According to the requirements relating to the Environmental, Social and
Governance Reporting Guide of the Stock Exchange, the board of directors of
Lao Heng He is fully responsible for the strategy and reporting functions in
respect of ESG of the Company. The board of directors is responsible for
evaluating the risks of the Company regarding ESG aspects, ensuring effective
risk management and internal control systems on ESG in place and monitoring
the implementation thereof by all levels of staff within the Company. In order to
fully integrate the ESG management into the strategies and decision-making
process of the Company, Lao Heng He built a top-down ESG management
structure, comprising leaders of ESG tasks (leader team of ESG tasks),
management of ESG tasks and front-line level of ESG tasks. The authorities
and responsibilities of ESG tasks at all levels are clearly prescribed. With this
rigorous ESG management structure, Lao Heng He is able to implement ESG
management in an efficient, reliable and comprehensive way.

BB ATORE g RERREEIDD
Zx . ZEMEEFEEB AFIESGHREE LE
HREENZHET BEFTARIMNESGHE
% FEIRA R EARWESGRBREERMA
HELPIE - WHR A AR B Y ESG T 1E
EITEHES - ABESGEERD AR A
HBRS SRR IBIR - EEFBEEE LM T
ESGEIRZRE - B2 ESG TIEEEE (ESG T
{EREE/ME) - ESGTIEEEERESG LIEE
EE=AET  WHSERNESGTIE#ER
ML AATERTE - REEE BT MWESGERER
B EEANEBUEH A% 2EME K
ESGEIE -

Framework of ESG Management of Lao Heng He

ZEHESGEARE

Leaders of ESG tasks .

The Chairman of the Company .

serves as the leader and the .
team members include the top

Leading ESG tasks
Formulating ESG strategies

support ESG tasks

Deploying resources of the Company to

management of each related e Assessing and approving the results of
function ESG tasks
o REESGHEH
ESGI{EEEE o HIFEESGEIRE
DAERRELER - 5180 o HRARIEELHESCTE
Bt mm BB AEEES o EWESCTIERE
Management of ESG tasks * Being Responsible for management of

Led by Sheng Mingjian, our
executive Director, heads of
various departments form the
ESG management team

specific ESG tasks

Arranging people-in-charge for ESG tasks
Overseeing the progress of ESG tasks
Reporting to the leaders of ESG tasks

B85 BREESGTIEE R

ESGTHZERE ZHESGTIIEEEAE
FRSATTE B EETE - &30 EEEESGTEARIER
PIB & AEKESCT FEEE MESGTIFREEER

Front-line level of
ESG tasks
Functional departments,
Factories and workshops

Collecting and submitting ESG information
Carrying out specific ESG tasks

Reporting the ESG tasks to the
management

R M HXESGIE &

ESGIEEME B R EEESG TIEEH
BB REHRPT MESGI{EE 12 B}
T RRFNEfRE
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CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
AS OUR FIRST PRIORITY (CONTINUED)

H—E HEUSEC BRIk ()

Communication with Stakeholders

Lao Heng He attaches great importance to the communication with
stakeholders, and consider the feedbacks received as an important
reference for assessing its performance and formulating future
development strategies. For the purpose of the compilation of this
ESG report, Lao Heng He engaged third-party professional agencies
to conduct comprehensive communication with various stakeholders
through diversified channels including live interviews , telephone
interviews and site visits, so as to understand the overall development
and ESG management of Lao Heng He that were most concerned by

the stakeholders.

Identification
of stakeholders

AR

Objectives of communication

BEER

BEABE
EEMREER ARG ANER  KEBE
RIER TS B & R IA S il TE R 2K 3 R 3K RS
MEZ2E - BERIRESGHRE - ZEM
CHEFE=THEERIE URSTH BEED
HKBMEDTEFEZREREESETARRA
EHMEE  ATHEDHEEMERER
RESGERHZRMIMNZR

Means of communication
BERE

Government departments
and regulatory authorities

B B P 2R B R

Shareholders and investors

PR EIEE

° Complying with laws and regulations of
places of operation

o Paying taxes in accordance with laws
o Maintaining good relationship with local
government

° Supporting governance of local
government in accordance with law

° Meeting compliance requirements of
regulatory authorities

o ETEEHEEER

o EBMTIR

. B BT AR FF R AT RAR

. X E B ORI RIE

o MEEEHMBNARENX

° Updating investors on the latest
development of the Company

° Gaining trust from investors

° Gaining investors’ support to management
decisions

° Maximising investment returns to investors
o  EREFTHMAFEREBER

o  ERREEREME

o EHREEHERERKHN R

. REETRERNIRE O

EZEMBERR AT

° Understanding latest laws and regulations

o Understanding compliance requirements
of regulatory authorities

o Active communication to promote mutual
understanding

o TEEIERER
s THBEERBNAMEX
o  TREE - REEHTH

° Regular announcement of financial and
operational information and data
° General meetings with shareholders

o Active communication and answering
queries

o TEHIBMMBMLEES  BE

e REARE
o IENEAER

“T-)\FRE HEREAWmE
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CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
AS OUR FIRST PRIORITY (CONTINUED)

oy =

R

Identification

of stakeholders

e AR

=3

EUH#S Bk ()

Objectives of communication

BEAR

Means of communication
BERE

Employees

>
HE
il
]

Consumers

BFE/HEE

Understanding employees’ opinion on
development of the Company

Collecting suggestions from employees on
enhancement

Understanding employees’ needs
Informing employees of direction of the
Company

Enhancing team spirit throughout the
Company

Providing good working environment to
employees

THRESBHARERNER

Wik e B i S

THEBNTX
EEETHRARERAM

=L YN N
RESREHM—AEE 8 FERNITHERER

Understanding comments of consumers
towards products of the Company
Offering products meeting consumers’
needs

Providing more attentive services to
consumers

Safeguarding personal information of
consumers

Setting up marketing strategies in
compliance with business ethics
THREBEHLARERNER
RS HEE T KN EM

BB ERFEIOHRE
RIEHEEENEAAERLSE

B B A B B R

Trainings for employees on occupation,
health and safety

Caring for employees

Public recruitment

Worker union in the enterprise
Organising cultural and recreational
activities for employees

Providing channels for feedbacks

BEBRZE 2% 2257

BEMEZ
NGREE
TETE
BEXEILH
BERRRTE

Marketing and communication in
compliance with requirements

Disclosure of corporate information
Disclosure of product information
Channels for consumer complaints and
feedbacks

BREHBE
ERESHE
EmEE R
HEBEERFRERRERE
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CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
AS OUR FIRST PRIORITY (CONTINUED)

Identification
of stakeholders

e AR

o =

T H

Objectives of communication

BEAR

EUR#CS BT ()

Means of communication
BERE

Business partners
(including suppliers and
distributors)

BEAEBH
(Bt - KHm)

Local community

Bt

Developing long-term and good
cooperation

Creating win-win situation

Creating cooperative atmosphere with
mutual trust

Jointly handling environmental and social
issues

BRI S (ERAR
BER TG HE

EEEENEIERE
HEVRIEIRIE - (L ERRE

Creating social values at the places of
operation

Enhancing economic development at the
places of operation

Protecting interests of local residents
Protecting local environment

AT Al & A
REBRFEEEER
RRE R R A0
RigE B

EZEMBERR AT

On-going communication mechanism
Responsible purchasing policy

Fair and open purchasing principles
Assessment and training for distributors

FEERRS

& BERRATR
AT AR TR
R B

Organising social and charitable activities
In-depth communication with the
community

Integrating environmental-friendly elements
in site design

Active communication with local
government authorities

BPHERHED

IRAM 2B

SR RERRARRITE

A& BT RS A 3R 2R

ST \EEE - HEREARE

=

17



CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
AS OUR FIRST PRIORITY (CONTINUED)
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—E fEpAc Bk ()

Analysis on Material Topics

By taking into account the opinions and expectations of stakeholders
when considering its own requirements of governance and
development and conducting a major assessment and analysis of the
ESG issues involved in its operations, Lao Heng He developed the
matrix of importance for ESG topics for the year 2018. This report will
provide a detailed disclosure of the results of the matrix.

Identifying potential material topics

After reviews on internal publications, media analysis, peer-to-peer
analysis and other relevant documents, the Company will identify the
impacts of Lao Heng He’s operations on the economy, environment
and society, or those potential key topics that affect stakeholders’
assessment and decision-making process about Lao Heng He;

Prioritising potential material topics

A plan for communication with stakeholders has been formulated,
and in-depth interviews have been conducted to understand the
priorities of stakeholders and update the matrix of importance;

Reviewing the contents of the report

After the report is finalised, its content will be checked to confirm a
reasonable description of the ESG development performance and
major issues of Lao Heng He is provided, and the process of
preparing the report is reviewed to ensure objectives of the report is
reflected. We will invite feedback from stakeholders in this regard.

O B 2 - Bk

Importance to stake holders

BEREZREDN

EEMEREANERRPZEGFER
BRFRBHES BZEMELR T LY
ESGE R BRI A O - {6 E
ZEM_Z— \FENESGHBEEAILEMR -
AREREREEERETHANRTHE -

BB B S
BARENETY - KBS FITYEES
R B

W B B AR AE B SRR - Rl BE
BEHKE RENLENEE P E2#
mAHEEMFEIRAKNEEEZAE |

HEEEEFEETHT

HIERE A BB S BBRAGKTBE
m AFBIBEEE - EMENIEERE

IR E AR E/TEIEE

EREERZE  RERENDTEERMHE

BFESGH#HERRME AL ZEN SR AL -

LA&@%*”* EREREE RBRERER ﬁ'JE’]%‘\
BES R AR T HEHRE

HEENTEXRNEEM

Importance to the

development of Lao Heng He
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CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
AS OUR FIRST PRIORITY (CONTINUED)
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Topics of high EEEERE 1 Health and safety issues of products EnEEELT S
importance 2 Business operation in compliance with laws &5 & KL EREE
and regulations and anti-corruption
3 Quality control and recall of products ERE s R E ik
4 Complaints against products and services & @ M RIGIZER
5 Intellectual property protection AHEREIRE
6 Use and management of water resources KER(E RS R
7 Occupational health and safety measures BEEREHET 2R
8 Emissions management e R
9 Employment ERER
10 Management of use of energy BEREAERE
11 Management of suppliers HEDERE
12 Management of distributors KiEm e
13 Employee training and related commitments & B3| X Hi& A
Topics of medium hEEERE 14 Information safety and privacy of consumers SHEEZ B Z 5 MEFL
importance 15 Management of use of energy R A E IR
16 Waste management BEEYER
17 Protection of human rights for employees B8 ABIRIE
18 Participation in and contribution FhEm 2 B E B
to the community
Topics of low BKESEZE 19 Management of packaging materials AR TR
importance for products

20 Declining to child labour and forced labour i % FA & T K380 44
o5 & g s

21 Management of greenhouse gases mEREEIE
22 Environment and natural resources RIERRREIR

ZEMNBEARAR —T—\FRE HERELRRE 19
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CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
AS OUR FIRST PRIORITY (CONTINUED)

55

H—x EUHEC BiHkT(

1.2 CORPORATE GOVERNANCE

Good corporate governance provides a framework that is essential
for effective management, a healthy corporate culture, sustainable
business growth and better value for Shareholders in the long term.
We are committed to creating a transparent, honest and compliant
operating environment, striving to improve and perfect an effective
accountability mechanism, comprehensively implementing
compliance activities such as anti-corruption, anti-monopoly and anti-
unfair competition, and conducting business in a transparent and
responsible manner, with a view to protecting the legitimate interests
of the Company, customers and shareholders.

Improving governance framework

The Company strictly follows the requirements of the “Company Law
of the People’s Republic of China (1 # A R £ M B A 5] /%), the
“Securities Law of the People’s Republic of China (7 % A R 2415
#E#%)", the “Code of Corporate Governance for Listed Companies
(LETRARAEAERI)” and other relevant laws and regulations and the
regulatory documents of regulatory authorities, builds an efficient
corporate governance structure, optimizes the governance process,
and maintains high standard of corporate governance practices to
increase accountability and transparency of the Company. In order to
ensure the effectiveness of our internal corporate governance, we
have built a corporate governance structure comprising various
parties.

)

1.2 AEER

RIFMOCEEREAERER B210%¥X
b AIEHEEBKER  UREAREREE
B — AN A s RAVIEZR « BB R 4T
HEIER s AEMNEESE BhfEsr
MESEINEELT  2EEERIBER
REHMRTNEEFFEFEEEIIE NEP
BEMNHTRAHAREARER  REQAR  BF
MR IEE RS -

TEREESR

RABRRB(PEARKMBERBEI (P E
ARKMBEREZZ) (LT ABREER)EE
BERERMEEMFRERBIEFNE
KBRS MEERBERE  ERBIR
B #RFSRENCEEARER  URESA
AMHEMEMERE - BT REARAEE
ENARE BMABERTZH2ENEEE

AR -

Structure of Corporate Governance

TEEBER
General Meeting
S &
BRAH Audit Committee
$ BHEAY
Board of Nomination
Directors Committee
=g RAUEEE
\L Remuneration
Committee
Management mH=E e
TR

For more corporate governance content, please refer to the
“Corporate Governance Report” section of the 2018 Annual Report.

Honworld Group Limited Environmental, Social and Governance Report 2018



CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
AS OUR FIRST PRIORITY (CONTINUED)
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Comprehensive management and control of risk

Lao Heng He follows the guidelines on risk management and control
set out in the “Corporate Governance Code” of the Stock Exchange
and regularly completes and submits the annual internal control and
evaluation report of the Company in accordance with the
requirements of the regulatory authorities and the board of directors
to ensure that appropriate and effective risk control and corporate
governance are in place. The Company has established a risk
management and internal control system with well-defined authorities
and responsibilities, clear procedures, high transparency and
effectiveness, which reasonably allocates the risk responsibilities of
each business unit, clarifies risk reporting channels and promotes the
implementation of risk management.

Risk Management System

[ P E IR EE &

EUR#CS BT ()

RHEREE

EEMERBXA(EERERTA) BRRKR
BENES - RREERBNESEENRE
HZERR IR E N R FE A EIER R ERS -
IREREA MM REBIESHEEER - A
RIERTHESH EFEWH - SEEH -
EHRRNRREERARPEIERRRGIE
BB REBIMNRERREE  PERR
WERE  HERBREENEE -

Board of directors E5&

. Responsible for maintaining an effective risk management and internal control
system and reviewing its effectiveness on a regular basis.

SRARARNEAREER ABERSE - ERRNEAMMY

Audit Committee.

During the reporting period, we continued to increase risk control
efforts, revised reimbursement systems for distributors and
employees, optimized the bidding process, and improved
transparency of transactions. In addition, a risk assessment was
conducted for e-commerce and rationalization recommendations
were proposed based on a longitudinal comparative analysis. The
Audit Committee and the board of directors have separately reviewed
the effectiveness of the Company’s risk management and internal
control systems. The board of directors believes that the Company’s
risk management and internal control systems have no major defects
in terms of completeness, rationality and effectiveness.

EZEMBERR AT

Senior management Sk &2 E

o Based on the procedures established by the board of directors and the Audit
Committee, the identified risks are assessed and prioritized, so as to
recommend risk mitigation plan to the board of directors and the Audit
Committee and designate the person-in-charge for risk management by the

REESTFLESFARMTNES - FHERFTIFFERAROELRF - 4t
OESEEFRZEERBEAARNERHERZEEEEEABNEEA -

Various business departments & 37528

o Identify, monitor and evaluate the risks associated with the department itself
and report to the senior management on a regular basis.

R ERRIEEBPASERNER  YEREAFSREREER

BEHAN BHAHENRRERESNNE &
R THEHEZIHER R B THESE - @1k
BERE  BARZEHE - I HHE
BRET ARG BRI IRE
BEcERE BRLZBEREZEECHHY
NGINED ﬁ%TIE&W*Bﬁ*T %Hfﬁ’]ﬁbﬁli&ﬁ?
—RmE - EEERA IR NMA
ERES G ET B /\IE \E&ﬁxﬁll&ﬁﬁ
BEE AR -

—N\FRE  HERERRE

21



22

CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
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Adhering to integrity and fairness

Lao Heng He strictly prohibits commercial corruption and is
committed to establishing a business relationship of integrity and
creditability. We continued to strengthen systems and processes of
procurement and internal auditing. We strictly complied with laws and
regulations such as the “Criminal Law of the People’s Republic of
China (P A R FEFIEF%)” and the “Law of the People’s Republic
of China Against Unfair Competition (4 % A R £ A1 B & N 1E & 5 F
7£)”, and formulated the “Anti-corruption and whistle-blowing system
(R EB SRR H|E)” of Honworld Group Limited accordingly, which
sets out a clear definition of malpractices and responsibilities. During
the reporting period, as for the provisions of the Company’s
employee handbook on professional ethics, we increased and
emphasized on the terms “not accepting bribes, not using unfair
means to participate in commercial competition, no part-time job, no
disruption of duties caused by personal reasons”. We also continue
to increase anti-corruption efforts to ensure smooth whistle-blowing
channels and improve the handling process.

Whistle-blowing channels
RIFEHRE

ERAAR
0572-2281200

Mail box of
chairman

EEREM

BIIZ K

The board of directors supervises the management in the cultivation
of anti-fraud culture within the Company and setting up
comprehensive sound internal control systems for preventing frauds
and other issues. The management has established good internal
control systems and set up whistle-blowing channels while proper
and effective rectification measures have been adopted for fraud
practices.

wEU#S Binkis (H)

Telephone hotlines

E-mail boxes
BT

Letters of complaint

BTFREQNILE
ZENBEZEIBHEBRTSE  BARES
FE - AENHEAEBRE - RMBEMNS
R R ER AN SES N
BARET (R ARJABANE) (P A RS
MBERTEEBER) SHRRER - LR
FT(EEABESRA R REERRR
B WERGTANBERBELRT - §
BP9 - AFS TFMFHRBEEENET -
BIMRAT [TEZHE  TMEATAFHTF
RLRBEHE  TER - TELEL] ZE
Ho RMTHENMABERBRAE RS
REEEEE - AHEERERIE -

EXSBRERERLARNEENNRIEEK
MALEREE - B TR SRR AR AR
HER - EREERIRIFOHNERS - R
RBRBFRE UHEETARIEZ LA
MH I
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CHAPTER 1 SELF-DISCIPLINE AND GOVERNANCE
AS OUR FIRST PRIORITY (CONTINUED)
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Workflow for Handling Complaints and Reports
RIFBHEERIZ

Conducting an investigation
against the personnel involved in

Real-name or the report and hiring an external
ancgquqs reporting Referring issues reported to ailz?gce)rir?\:ec:t?gee:t?g]ei??ly(;c;:ssasst
EEXERRR B REWEAR EREAEAS Reporting: tr:E in'v?stigation result
for E;)Ecsg;sjgeition BE %EEE%E}E?EEWEX o %iﬁi[g;?gﬁ
XIEEBFIE A - - FE =3
e FERRIRRER
We have strengthened the building of an integrity culture through HFEBE TAIEN - MEEEBRIUKL
various methods such as internal training of employees, declaration J%BZX{E*& % i@ 75 T INoR BRI 3RS ©
of conflict of interest and propaganda of honest governance culture. — Ry RBEERE BT ET RS
Through a series of anti-corruption measures, we have created an EﬂE’Ju;%*‘hl ERERAN - BPIUALES
open and transparent corporate atmosphere. During the reporting HAEEM  BEEARREBREBN HET }i‘ﬁ
period, social events were adopted as educational materials and FREBRERTEEREHNETEEY -
combined with the actual situation of the Company to carry out EEARRESPIA BB A LIRE)S %ghziﬁ-}tj
trainings on the topics of anti-corruption, anti-fraud and anti-unfair ZE-N\F EEMRBEESTHEMFTAR
competition, urging the relevant departments to avoid corruption and 5 o
fraud. In 2018, Lao Heng He did not involve in any lawsuits relating to
corruption.
The Company prohibits any unlawful discrimination or retaliation or NERIEFEAIEERRIMETR - HER
hostile measures against employees participating in the investigation. 2EBENE THRIEHEEGE - HEBFLE
Those who violate the rules and disclose the information of the BRAEEERRYBERAERIUITERER
informer or take revenge against the reporting personnel will be ANE Hﬁ%b@ﬁiﬁi BREBER : BILE
dismissed and the employment contract will be terminated. In case of 2R ALAMBEORRIE -

law-breaking behaviors, those involved will be transferred to judicial
departments for handling in accordance with laws.

ZEMNBEARAR —T—\FRE HERELRRE 23
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CHAPTER 2 UPHOLDING QUALITY AND REFINING

5% HEUBE FKEAG

Quiality is the foundation of the business of Lao Heng He. Starting from the
source, we ensure the purity of our products through fresh raw materials,
sophisticated technology and lean management. While inheriting the ancient
recipe, we also actively explore and innovate, so that the products can
meet the needs of modern people in terms of diversification and health on
the basis of maintaining the natural taste.

2.1 OPTIMIZING QUALITY WITH HEART

Excellent product quality is essential to Lao Heng He’s development
into a time-honored brand in the condiment industry over a century.
By adhering to its long-standing motto, Lao Heng He improves the
brewing quality with heart, strictly controls the quality of the products,
and controls the food safety in the whole process, so as to become a
conscientious food manufacturer. We actively fulfill the requirements
of the “Food Safety Law of the People’s Republic of China (% AR
HMEEGZLZEIR) and the related laws and regulations, and pass
the ISO 9001 quality management system certification and the
ISO 22000 food safety management system certification to establish
a food quality and safety management system that covers the whole
process from raw material procurement, production, circulation to
product delivery.

EERZEMNIEZA  BMACRERR B8
MEORE  ZRNTE  BEMNER  BREM
FORALLE - HEFALZNRE - BERRERRA
o BEMERFEAZIERNERL - WRAKA
ZRA - BE(LFTER -

21 AOnBmE
EUNEMMERZEBNER —KAFAH
mEFIRMBAETNER - ZEMETEI
RAURABERE  BRICHERLGE 2
REEERMLTE MIFRURMEHE - H
PEEET(PEARKIBRAREE) K
RABEREREZFR - @iBISO 9001 EEE IR
BARERISO 22000BEm L2 ERBRR
FOEHRERRE LE RBIES

RNNEBRERMEERR2EEER -
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CHAPTER 2 UPHOLDING QUALITY AND REFINING
(CONTINUED)
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Selecting raw materials

The excellence of raw materials determines the baseline of product
quality. Based on the brewing requirements of ancient recipe, Lao
Heng He sets up a complete selection and management process for
raw materials of food, making raw materials selection the first line of
defense for product quality and safety.

Lao Heng He actively follows the laws and regulations and related
standards of the place where it operates, and attaches great
importance to the reliability of the procurement of food raw materials.
During the reporting period, we updated the “Standards for Raw
Material and Ingredient Inspections (R &8 UIZ#E)” and adopted
a multi-step and high-frequency qualification review for food raw
material suppliers and the raw materials provided by them. At the
beginning of the procurement, we require suppliers to provide
qualification reports to determine the list of qualified raw material
suppliers through two procedures, namely the raw material sample
testing and the small batch product inspection. At the production
stage, we carry out quality inspection on each batch of raw materials
and return the unqualified raw materials. In addition to routine internal
testing, inspections on raw materials by external agencies are carried
out from time to time to ensure the accuracy of food raw material
testing. At the circulation stage, specific information on raw material
batches and raw material suppliers are incorporated into the product
labeling code to create a traceable chain for food raw materials.
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Selection and control process for food raw materials of Lao Heng He
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CHAPTER 2 UPHOLDING QUALITY AND REFINING
(CONTINUED)

B HEPDIEE A ()

LLao Heng He insists on the pursuit of natural organic raw materials, EEMEFEHZE LTi%ﬁff&EﬂE’JL* IR
actively promotes the upstream organic certification, and takes the HH EFMAREABRAE THRERME
initiatives to participate in the innovative research and development of BHAY B 3T T 2 o 3R 4 HR W , ﬁﬁ MESEM
food raw materials. During the reporting period, the soybean raw FRRATER A E’jj{_ﬁﬁﬂ A R kb R AE AR HY K
materials used in our soybean paste product line and the rice raw AKERERBERIAEILG RMa%ERE
materials used in the cooking wine product line passed the evaluation HHELEEC BRESERSNEEFEARS
for organic certification. We apply the self-developed yellow pepper HEREG EEEBEEEMNHEmERE
rich of vitamin C and capsaicin to the golden chili sauce (& & %) BETG—BENETUEBERBN BEIE
product line. In the area where the planting environment is suitable, BN R e A B o

we provide seeds to our planting partners and supervise the growing
condition, resulting in satisfactory management and control over the
raw material supply chain on the frontline.
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Lean Management

Lao Heng He always believes that lean management is essential to
safeguarding the food quality and safety, and insists on the concept
of “fairness, precision, timeliness, responsibility and innovation” in
pursuit of quality. We dynamically monitor and respond to potential
risks associated with food quality and safety in every single
production process. We continuously enhance the awareness of food
quality and safety of our production staff while constantly promote
the standardization of production environment, equipment and
facilities, so as to integrate the quality management system and the
food safety system into our production and operation strategies, with
a goal of making the product of Lao Heng He the symbol of excellent
quality.

Lao Heng He has formulated the “Document for Food Quality and
Safety Management System (R B EX = B E | E 8B X X )
according to the laws and regulations such as the “Food Safety Law
of the People’s Republic of China (FF 2 A R £ MBI R % 2 )%)” and
the “Measures on Management of Food Production License (B4
E FF 7] % & I it JX)”, which sets out 30 specific quality control
systems to guide the management of food quality and safety in each
production process. During the reporting period, we updated 8
quality inspection criteria and introduced 3 new rules on quality
control such as the “Food Microbial Control Plan (& G 4 ¥4z &5+
21y and the “Allergen Control Procedure (i@ & & 1% % 12 F)" to
further achieve the Company’s objective in respect of food quality
and safety.
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Food Quality and Safety Objectives of Lao Heng He
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Lao Heng He has established a sound structure for the management
of quality and safety, which comprises four levels, namely the
chairman, the general manager, the person-in-charge of the quality
and safety department and the management members of various
departments. The person-in-charge of the quality and safety
department is responsible for organizing and formulating the annual
target of quality and safety for each management team, taking the
lead in the dynamic management of “promotion, measurement,
analysis, decision-making and implementation”, and assessing the
quality and safety performance of each management team on a semi-
annual basis. In addition, Lao Heng He selects one or more
management personnel from the production center, quality research
and development center and other departments to form a self-
inspection group for food safety, to regularly streamline and inspect
the food quality and safety of the Company in all aspects, identify the
non-compliance risks arising from the storage of raw materials, the
production environment, the shelf life of finished products, the
product label, the product traceability and the recall process, and
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coordinate the relevant responsible persons to carry out timely
rectification. During the reporting period, we held regular office
meetings to discuss quality and safety topics, conducted quality and
safety training for employees at all levels, and strictly implemented a
“one-vote veto” mechanism for major quality and safety issues, so as
to continuously enhance the standard of our quality and safety
management.

Management Organization and Structure for Food Quality and Safety of Lao Heng He
ZEANRMEERZEREERE
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Primary Responsible Person
for Quality and Safety
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General Manager
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Quality and Safety
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Production Control Process 4+ EEGIRE
Lao Heng He carries out precise control over various factors affecting ZEMEEERBREF %&% mEETENE
food quality and safety in the course of the production, and BEEREITREREG $FIF N
implements management measures on the production process, staff, NI IR iﬁ&@jpgglﬁ WEEESE
equipment, processing, environment and protection. FEHE ©
e Key process control o ERIFEH
We carry out key process control according to the “Monitoring KRR CEEBRIT | BheE S E YR
System for Key Control Point in Production (4 /2 8 #2 %2 | 2h 85 AR T FZEHITE SEERERE
PEHIZ ), and stipulate the key control points in the production 210 b f BE SR 40 4 Eﬁ{ﬁﬁm;ﬁm A
process and packaging process, and clarify specific BELE  BREE - SiEfs - B
instructions on significant hazards, critical limits, objects of Tk EEYESER C EEir A B MAMRTITH)
supervision, monitoring methods, monitoring frequency, LEBRBER  VHEEWEFRLEEE
monitoring personnel and corrective actions, under the e s
management and control of the quality research and
development center;
Key process control of yellow rice wine production
BEBEERARIFES
EREIER I BT [r AR LF .
Inspection of Fermentation Sterilization BRI

ingredients Filling process

process process
\/N 2k A \/N
BUC - B 17 HETRE TR

Inspection and

JR¥ER U

Inspection of

LR R

] : Lamp inspection of Lamp inspection of
raw materials S’;OCF l?gsi r?gf B Drocoss empty bottle filled bottle
materials
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Personnel control

Based on the “Position Responsibility System ({2 & (EH1E)”,
we make a clear division of the quality and safety
responsibilities of personnel at all levels within the production
chain. We carry out comprehensive orientation training to
ensure that personnel at each production position have the
corresponding experience, qualifications and abilities.
Employees are allowed to work only after producing their own
health certificate. During the reporting period, we set up 6S
management dashboard in each production workshop to
record the personnel sorting, rectification, clearing, cleaning,
and quality and safety performance during the production
process, and provide an objective basis for the subsequent
correction measures on behavior through filing of quality
records. In the same year, we introduced the Sustaining
Competitive and Responsible Enterprises (SCORE) Project of
the International Labour Organization (ILO), making use of the
group meeting model to reach 209 recommendations and
proposals regarding rationalization in the area of workplace
cooperation, thereby achieving a fruitful result of a first-time
pass rate of 98.2% and a pass rate of finished products of
100% in inspections.

6S management dashboard in sauce workshop
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Equipment Control

Based on the “Equipment Management System (% #5 & 12
)”, We adopt the “Infrastructure Management Procedures (Z
R EEIEI2 )" and the “Equipment Overhaul Procedures (122
& 5% # %2 )" as a guidance for maintenance and overhaul
testing of production equipment, and promote food quality and
safety by ensuring the precision and safety of equipment
operations. We require equipment operators and maintenance
personnel to maintain “three conditions (=4¥)” (optimal, usable
and repaired), acquire “four abilities (P4 &)” (able to use, able
to maintain, able to check and able to troubleshoot) and
exercise “three rights (= I8 # #)” (the rights to stop running
equipment that is not prepared nor approved for overload
operation; the rights to stop running equipment that is not
checked and reported within the stipulated period; and the
rights to carry out lubrication management of equipment), with
a view to attaining precise and proper control of equipment.

Inspection and control of equipment
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*  Production environment control o AEEIBIEIEY
We formulate the regulations on production environment such KPHETEESBHIEY(BEITH 4]
as the “Hygiene Management System (#14£E R HIE)”, “Pest EWEEEEEREREEYEAE
Control System (8 E 2 %%/E)” and “System for Utilization of IREAEMESRTE  HIRSEAEE  TERE
Toxic and Hazardous Chemicals (B & E ZL2RFEAHIE)". BEMEANFESHETTHEERSE -
We conduct regular supervision and inspection on BREEREZELAEE - HIETES
environmental sanitation, hygiene of tool and equipment and BEHNESAEEERHEMERTE
personal hygiene, actively implement pest control measures, IR EIR TSR HIE B RS R -

prevent improper management of toxic and hazardous
chemicals that cause contamination to food, and penalize
those involve in negligence of duty in accordance with relevant
regulations and rules.

Before and after rectification
A&

Before and after rectification
IR

32 Honworld Group Limited Environmental, Social and Governance Report 2018



KA — =2

-

Management of non-conforming product

Lao Heng He has formulated the “Management System for Non-
conforming Product (T& & @mE EHIE)” to control the unintended
use and delivery of non-conforming products such as materials,
semi-finished products, finished products and products returned by
customers. Non-conforming products are properly disposed and
managed by identifying causes of defects. In the event that the raw
materials are unqualified, or that safety problems are discovered
during the production process, or that the whole batch of products is
unqualified, we will activate the “Control Procedures for Corrective
and Preventive Measures (4} 1F 2 78 [5 & j5 1% ) 32 F7)”, which
stipulate the corrective measures and follow-up verifications, so as to
minimise the possibility of non-conforming products.

tE
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Management process of non-conforming product
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For products associated with material quality problems and
complaints from customers, we have developed the “Unsafe Food
Recall System (1% 2 & i A B #l £)” and established a product
recall task group led by the chairman to organize at least one
simulated recall exercise each year, with an aim of minimizing the
harm to consumers’ health and the negative impacts on the public in
case of recall incidents. During the reporting period, Lao Heng He did
not involve in any recall incidents.

2.2 INNOVATION CONTRIBUTING TO 2.2
CRAFTSMANSHIP

Lao Heng He firmly believes that, only by constant innovation can it
keep abreast of the times. Since the period of the reign of Emperor
Xianfeng in the Qing Dynasty, Lao Heng He has been following the
ancient brewing recipe and craftsmanship. At the same time, Lao
Heng He conducts research and development on production
technology with modern scientific basis, allowing it to step forward on
the road of stable, excellent and unique products.

Innovative and natural ancient recipe

The four factors, namely seasonal and weather conditions,
geographic conditions, quality of materials, and craftsmanship, are
the fundamental elements of Lao Heng He’s ancient recipe for natural
brewing. Leveraging on our mastering of the best brewing time,
selected premium raw materials, refined production processes and
excellent timing of production, we successfully attain the balance of
preserving traditional flavor, preserving nutritional value and ensuring
stable quality.

One needs to steadfastly delve into a subject to become an expert in
the field. For Lao Heng He, the ancient recipe of brewing is the
cornerstone and the innovative technology is the pillar of its success.
Our sales team provides recommendations on enhancement and
improvement based on market response and advises direction for
research and development. We have set up a research and
development team to maintain close cooperation with relevant
research institutes for continuous development of new production
processes. Following a series of processes such as internal sampling,
taste testing, inspection, feedback, technology improvement and
production, new products will be officially launched to the market.
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Double drying, more than the tradition

In the brewing process of soy sauce, starch raw materials and protein raw materials are decomposed and
oxidized by various enzymes, and then undergo a composite reaction to convert water-insoluble food into
water-soluble soy sauce. Lao Heng He adopts the traditional natural drying process: the soy sauce mash
is heated by natural light during the day, so that the enzyme that works under certain high temperature
conditions can catalyze the main reaction; and the temperature difference at night makes the cold-active
enzymes react to ensure the nutrition, taste, aroma and thickness of the soy sauce. On the basis of natural
drying, Lao Heng He adopts the method of nesting and brewing with ceramic pots for a total of 360 days,
and extracts the first soy sauce as double-brewed soy sauce, a premium sauce featured by sweet and
pure flavor and a fresh taste.

2 HEaRBZ—E

BhBEaiET  BHERMIERERRNFTESEBRNER TOMRAL  WREBENHETE
BRME - BNARKHERE(CARAR/KHNER - ZEBENRAERRABH TE - REBENL
BRRGRNBAER  REF—ESEGMTRERNBENE(LCIRE  RENARAZEFERBER
ELEER  RESBRNEE A BRMRE - ERABHIER L ZENMRAEENTT X - AEIT
ERREE S HET 360K - ERREMASEEMEREBEH - EF[BFWEMMA  DREHEER DK

HERER -

Intellectual Property Rights Protection

As an enterprise that constantly introduces new products, Lao Heng
He understands the importance of intellectual property protection for
maintaining research and development results and encouraging
innovation of employees. In accordance with relevant laws and
regulations and industry practices, we have developed the internally
applicable General Principles for the Management of Intellectual
Property Rights of the Company (12 Az = # % 1248 A1) (hereinafter
referred to as the “General Principles”), which set out detailed
provisions on the scope of protection, ownership, management
departments and responsibilities, and specific management tasks in
respect of intellectual property rights. In the framework of the General
Principles, we have formulated a total of 29 system documents that
cover various management systems and control procedures,
strengthening intellectual property protection by refining process
management of our intellectual property. During the reporting period,
we distributed key documents regarding intellectual property rights to
various departments for study. We regularly arrange personnel from
various departments to participate in the study of judicial
interpretations regarding intellectual property rights, so as to
effectively enhance the awareness of intellectual property protection
among all employees.
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Patent Protection

We established the “Management System for Patents (£ 7 & 32 |
J£)” in accordance with the “Patent Law of the People’s Republic of
China (ff 2 A & £ F1 B = F| J%)” and the actual situation of the
Company. Provisions on patent management duties, approval of
application, licensing, protection and rewards and punishments were
formulated, making the patent system the main driving force of
technological innovation and protection mechanisms of the Company.
During the reporting period, we applied for a total of 4 new patents,
which are currently in the substantive examination stage. We have
introduced inspection and appraisal procedures for the research and
development of projects, upgraded the material and spiritual rewards
for those who have made significant contributions to scientific
research, and continued to enhance the Company’s creativity and
market competitiveness.

Trademark and Copyright Protection

As a China Time-honored Brand, Lao Heng He attaches great
importance on the brand image and reputation of its trademark. In
2018, according to the evaluation of Chinese brand value by the China
Council for Brand Development, the value of Lao Heng He's brand
reached RMB2.188 billion; the trademark of “Lao Heng He” was even
recognized as “well-known trademark” by the Trademark Office of the
State Administration for Industry and Commerce. In order to protect
our historic trademarks in a more effective way, we have established
the “Management System for Trademarks (7 1Z & 3% | )", which
stipulates the registration, printing, use, management, licensing,
transfer and protection of trademarks, etc., in turn demonstrating the
commercial value of Lao Heng He’s trademarks with proper use.

In the process of its innovative operation, Lao Heng He puts greater
emphasis on the protection of copyrights. Therefore, based on the
“Management System for Copyrights (Z{E#EE 2 H|Z)”, we protect
works including engineering designs, drawings and description of
product design, computer programmes and database, product
advertisements and package designs and other copyrighted works,
avoiding situations like unknown attribution of copyrights and

copyright infringement.
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CHAPTER 2 UPHOLDING QUALITY AND REFINING
(CONTINUED)
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Business Secret Protection

Lao Heng He resolutely opposes stealing, using without authorization
or revealing the Company’s business secrets by any employees or
third parties. We have established the “Management System for
Business Secrets (7 % # Z & 2 # £)” and the “Management
System for Secret Protection (fR% TYEE EH|E)” to designate the
head of each department to be the primary responsible person for
the protection of business secrets. The person-in-charge is required
to determine and amend issues and scope of business secrets of the
department, while enhance education to employees on confidentiality
through various promotion channels. All departments are required to
designate a confidentiality officer to supervise the confidentiality
measures, and the intellectual property department will investigate
the cases of stealing, revealing and leaking of secrets, and penalize
the personnel involved.

Anti-unfair Competition

We resolutely resist unfair competition and monitor infringements in
the market in all aspects. During the reporting period, we established
the bottom-up monitoring mechanisms for full supervision of market
infringements by salesmen, managers at city level, employees from
various departments and management members, and set up
measures in response to different types of infringements. Lao Heng
He hopes to promote the rapid development of the industry in a fair
and transparent market environment with its unremitting
commitments.

2.3 PRODUCT SAFEGUARDING HEALTH

While providing delicious condiments to the public, Lao Heng He is
also deeply integrating the concept of “natural and healthy” into its
product development strategy and sales strategy, striving to create
and promote a market of healthy and additive-free condiments.

We are committed to developing additive-free products of low
sodium and sugar. In view of the fact that China’s current salt intake
per capita exceeds the normal level, we maintain the flavor and
quality of our products but reduce the salt content of our products
and promote natural coloring, so that consumers can enjoy without
worrying.
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CHAPTER 2 UPHOLDING QUALITY AND REFINING
(CONTINUED)
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“Taiyou (A J#)”, an extraordinary sauce

Lao Heng He strictly follows the natural solar terms in brewing Taiyou. The

brewing process starts from the first day of the first period of the hot AR D

: % =1 N » o
season. After half a year of brewing, the “Toufu Soy Sauce (BE{K#A)" is I LR :
finished in the later Autumn. The “Toufu Soy Sauce” brewed in the previous et gtk

year is put into the yellow bean paste and continue to brew, forming a “two
sets (= ZE)” process. In the next year, the brewing process repeats and
“Taiyou” is finished after four repetitions. In the process of drying
fermentation, we need to manually turn over the sauce to have it dried
evenly, so as to ensure that the product is strongly flavored and colored,
without the need to add any colorants, food additives and preservatives.

it %= # B
According to our testing, the content of the amino acid nitrogen in Taiyou is e s pRmiRsRs S xE  FpEREARR
. . . . . ATL#® LERE FIH ZRS, “!%EIIIME
higher than 1.30g/100ml, which is far higher than the standard of premium il

SOy sauces.

[ACH ] A —RAVH

ZEAHBEREERASHR  KOREBRE - BRYFBE =RWRRESE [SRRER] - B LFO [BEINEH]
BAEFRABANERPEERE - UK —E | REEEEREE @ KBIORERRZKIKH] - EEBEEBRED
BMBTEATETRERE RIFPBHS ATRBERAFAGSEEFTNACRE  BEFEMIEFEER  R&EA
BB BE - R - BEMAANRERRER 22D 1.809/100ml » E 8 HFREHFRE - ﬂ;
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CHAPTER 3 STRIVING FOR MUTUAL SUCCESS
WITH JOINT DEVELOPMENT
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Making progress for industry is regarded as an integral part of the corporate
development. Lao Heng He actively plays the role as a leading cooking
wine company and continuously leads the product upgrade of the entire
cooking wine industry. We focus on serving our customers and work
together with our distributors, suppliers and industry peers to create a
transparent business environment that delivers high quality, safe and
healthy products.

3.1 INDUSTRY DEVELOPMENT

Cooking wine is an indispensable condiment in the household
kitchen, and the quality of its products is critical to consumers.
Currently, there are nearly 2,000 cooking wine producers throughout
the country. However, the industry still complies with the standard for
seasoning wine (SB T10416-2007) which was implemented in 2007
without containing the definition of “brewing (E£3&)” and “seasoning
(FRE)” for cooking wine. Indistinct industry standards hinder the
orderly competition and healthy development of the industry, and
also confuse the market regulations and consumers’ choice.

In order to effectively balance the cooking wine market, enhance
consumers’ awareness and satisfy consumers’ demand for high-level
products, Lao Heng He has participated in the formulation of the
association standards for “2018 Cereal-based Brewed Cooking Wine
(ZZ = VFECE W EE & B F )" which s initiated by the Brewed
Cooking Wine Division of China Alcoholic Drinks Association. In the
process of preparing these association standards, we are mainly
responsible for sample collection, index analysis, discussing and
handling with controversial views etc.

The association standards for “Cereal-based Brewed Cooking Wine
(ERWEEERLE)” stipulate the terminology and definition,
classification, requirement, test method, inspection rules, packaging,
transportation, storage of cereal-based brewed cooking wine. The
implementation of these standards will inevitably encourage cooking
wine producers to transform their production pattern to cereal-based
brewed cooking wine, promote enterprises to explore the real needs
of consumers and satisfy the demand through technology upgrades,
which is a milestone in protecting the development of high-quality
brands in the industry, accelerating the development of the brewing
wine industry, and promoting the competition of the wine industry
from price competition to quality competition.
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Preparation Process of the Association Standards for “2018 Cereal-based
Brewed Cooking Wine”
TE - N\F(RYBERE) BRFERRRE

April
e Preparing a drafting group for the May
formulation of the standards for e Determining and commencing a preliminary draft of the
brewed cooking wine. brewed cooking wine standard, discussing matters in
4R relation f‘[o stan?lard dr:aftilng, identhl‘ication %rooess in
e ] S terms of principle, technology, regulation and supervi-
° %%WJ@L%*#}@T%@E sion, conducting market sagwple gurvey and preparing
B/ o a preliminary draft of standards.

58

o HEE B BERBIREREGIET TIE - sRE
EE - RRHIETBRERARER - 540 058
EEQF‘EJLE%E;?JW I 5 R T 45 T S AT A
SRR TIE -

67

o IRIBHBEBREmAEEBR N
FOETISHRM - S KR
B - LHRGEELBZER
BR e

June

e According to the indicators from relevant
producers’ samples and the current situa-
tion of cooking wine market, a preliminary
draft of standards is concluded through
the discussions at the meetings and wiill
be sent out for review and summarising.

8A

o EAXRENRRNENER - W

B E RETTAmAERR - KB

HERDBIRE(E R -

August

e Preparing a revised draft of the
standards for brewed cooking
wine by summarising the revised
comments collected from differ-
ent channels and discussing and
modifying such revised com-
ments.

107

s EARBMNIENER  WRBMSEDIEAE
ERERDBREERP IER « RERR
3 Sl REST T E— SR
RS R E R Ty -

October

e Preparing a final draft of the standards for
brewed cooking wine by summarising the
revised comments made by different parties,
modifying the indicators and text format in the
revised draft of the standards for brewed cook-
ing wine according to the market sampling
status and amending and confirming the
quoted text format on one-by-one basis.
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3.2 CONSUMER SERVICE

Lao Heng He always strives to establish a “Reliable and Healthy (X
Iy~ f#52)” social images of the Company’s products and continuously
improves its quality of service to business customers and consumers.
In the process of serving consumers, the Company strictly complies
with relevant requirements of laws and regulations such as “The Law of
the People’s Republic of China on the Protection of Consumer Rights
and Interests (P2 AR HEMENH B & = (REX)”, “The E-Commerce
Law of the People’s Republic of China (FZ A R EMBEE FE#455%)
and “The Advertising Law of the People’s Republic of China (FF 2 A R
HAMPBIE LX) etc. so as to safeguard consumer rights and optimise
consumer communication channels with the aim of implementing the
Company’s service quality targets of “100% processing rate of
customers’ and consumers’ feedback”.

Establishing a Membership System

In order to provide better services to consumers and understand
consumer preferences, we have established a membership system
which would collect and store membership data. We would create
the pyramid chart according to consumer groups and consumption
powers supported by Alipay Applet and Databank, improve the
efficiency of the membership system on full-chain, omni-channel and
omni-media basis, and activate the value of private brand data. We
would enhance the rights of our regular members in different ways
such as bonus points, membership birthday reward, exclusive
privilege, membership discount, priority customer service hotline etc.,
and send online invitation to our members for cooking show and
other activities via IP (Internet Protocol Address).
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Customer Communication and Feedback

Lao Heng He keeps pace with social development trends, enhances
consumer communication channels, increases the numbers of online
platform, provides better service and listens to the consumers’
advice. We actively respond to consumer inquiries, complaints and
suggestions, and constantly review and improve the quality of our
products and services while giving timely feedback.

EFBENKRE
EEMERMERRBYE  QFHEEER
KRB EMELETE B HRBLIRIEH
BENEBE RMEBLOEBEEENHSN
B RER ERBGHRENRE - T
R Rt EmERENEE -

Communication Feedback Channel of Lao Heng He

ZEMNBRRERE

ERE R
Hotline

RLERE

Online channel

N

Offline channel

In order to improve our service procedures and improve customers’
satisfaction, we set up the “Customer Complaint Handling
Procedures (& = % &F & & 12 J¥)” which used for guiding and
standardising the handling procedures of customer hotline
complaints, stipulating each role and duty in the handling procedures
SO as to ensure that customer complaints are dealt with end-to-end
process on timely, effective and standardised basis.

BTRERFRERBAR REEFAE
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Honworld Group Limited Environmental, Social and Governance Report 2018



CHAPTER 3 STRIVING FOR MUTUAL SUCCESS
WITH JOINT DEVELOPMENT (CONTINUED)

KA —= e

o=

(GRS

o TR (E)

Customer Feedback Handling Procedures

EFEEFEERERRE
Dlsiidouites Telephone inquiry
feedback ES Tl
IR R AR
Customer Regfg):;ég;irket Selecting Eenslinend Collecting Handling Analysis and
information ~ —— & e information ~ — = E% %iy information informaton ~——  conclusion
BEER e 7 EREE Dl WEES ERRE DA
~ ~
Reflecting in
sales report Staff’s visiting E )
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fﬁ;ﬁi‘% NSRS measures
i E 1
Submitting to customer Eitsivenzss
service division for filing L Implementation
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After receiving and entering customer complaint into our internal
system, the customer service officer will classify and follow up every
complaint by category to ensure that such complaints are properly
solved within the specified timeframe. After communicating with the
customer to confirm that the complaint has been handled, we will
also invite the customer to evaluate the entire complaint handling
procedures. We regularly collect relevant customer comments and
evaluations every week, and achieve overall service quality tracking
with related data collected from online platform. During the reporting
period, we received 9 complaints which have been properly handled.
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Service Packaging
PR 75 25

In order to provide better services to consumers, we aim to be AREITHREEESE  RMLUBBEAFL -
customer-oriented by improving our product stickiness and arranging ReEERMEREN BHEIENI  BX
various consumer activities under the themes of “Can See, Can Buy, D EMD EEKSEEEETH  EREH
Can Taste (BRI Z) ~ EfE| - EH/E])”. We approach our customers BEEGHEN M NBEELTRHE &
and inculcate with general knowledge about Lao Heng He in all AKREFALH T REERM -

aspects.
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Non-Heritage Garden Fair with Colourful Hanging
lanterns

In order to promote the integration of traditional culture and life and
recount to public some anecdotes redolent of their childhood
memories, Lao Heng He, being a representative of Huzhou City,
participated the non-heritage garden fair in Hangzhou during the
traditional Lantern Festival. Lao Heng He inculcated the public people
with the knowledge of condiments, and introduced the brand history
of Lao Heng He during the event, which encourage public to fully
enjoy their life with non-heritage cultural experience and
consumption.
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Customer Privacy Protection

Customer trust is our precious asset. The Company respects and protects
customers’ personal privacy and information security, and has formulated
consumer privacy management methods such as “Commercial
Confidentiality Management System (75 2 4 % & 12 #| £ )”, which strictly
regulates the confidentiality of customer information involved in the business
service process and fully protects customer privacy rights.

We strictly protect the legitimate rights and interests of consumers
according to “The Law of the People’s Republic of China on the Protection
of Consumer Rights and Interests (FFZE A R £ FIBH B H SR EL).
During the reporting period, we have conducted research on the
implementation of the “The E-Commerce Law of the People’s Republic of
China (2= A R 2 M B & F 7 75 7%)” with effective on 1 January 2019,
which fully protected the legitimate rights and interests of customers who
purchased the Company’s products via our online channels. We set up and
implement internal information security and confidentiality management
procedure, and strictly protect the personal information that may be
collected, used, stored and processed by our marketing and customer
service departments, and require our employees to sign relevant
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confidentiality agreement upon their induction for prevent unauthorised & o [l - R B0 BRI SE = 7 RTG P %5 ] AERARE
disclosure of customer information. In addition, the Company also entered — F.{&r %% 1|7MA B ES AP HEMEEEES

into relevant privacy and confidentiality agreement with relevant third-party =~ &1z,
service providers, pursuant to which, it is strictly forbidden to disclose
relevant purchaser information and delivery order information in the course

of business.

3.3 COOPERATION WITH DISTRIBUTORS 3.3

The distributor is an important partner of Lao Heng He and plays an
important role in realising sales strategies of Lao Heng He. In order to
improve the overall quality of the distribution team and regional
market expansion capabilities, and standardise the various
operational aspects of the business process, we formulated and
implemented the system documents e.g. “Distributor Management
Manual (4% #5 75 & 2 F fit)” so as to further refine the distributor
management initiatives and clarify the management objectives of the
distributors.

Serving
customer

RIS =P

Distributor’s
management
objectLve

Serving
consumer Serving market

RESEEE BRIE %

In order to strictly control the quality of distributors, we select and
nurture quality distributing partners by screening, evaluation and
training for deepening their understanding of the products and brands
of Lao Heng He.
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Process of Screening Distributors

B ERE

Searching ﬂ Assessment ﬂ Business negotiation ﬂ Decision making ﬂ Signing contract
B aH& [ELEEE IR B
Understanding the Evaluating the value, Confirming distributors’ Deciding the cooperation
information about business, resource, commitments in respect distributors and
selected distributors development and service | of procurement, determining the
N of the selected investment, system cooperation priority.
PR AR ST 2 B distributors operation, market
wAfi o ) discipline, and profit X B
HESEEIHEEEES - | requirement and RERERLIER - HE
BRAEN - BIREES - B | three-year development | & 1FE5TIRF
HRe  RIRISH#EITIT plan, etc.
MR AL P S ﬁ BA -
ZHRfEA - BHEFEE
o ;ﬂﬂﬁﬁ KM =FEE
HEI%
Lao Heng He always maintains good communication with distributors and ZEMTHELHEANESIEFAEPHREREFR
actively provides various business supports in the process of cooperation, 0B A FE R TE{,#%E ¥R FHERE
such as regularly distribution training and joint planning of marketing K FEIHIEREE AR - Eoa
strategies, so as to enhance their understanding of products, and improve o 4P9 4 2E SR A T ﬁ¢ ReEERETRPAE
their communication capacity and skill with customers. Meanwhile, Lao WAL BRI - A ZEMEREERS
Heng He adopts a policy of zero tolerance on low-pricing model or cross- HBEEGHERFENERAMNEEE - BR
regional sales, and strictly imposes penalties according to the agreement to RBHHEOTERS  WRESHEBEOFE -

protect the interests of distributors.
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Distributor’s Training Workshops

EHE R

EE

As important partners, the distributors’ comment and feedbacks
enable the Company to timely adjust its direction for seeking a
suitable development plan. Lao Heng He conducts satisfaction survey
for distributors every year which targeted optimisation process and
support, covering products, sales and services, logistics and finance,
vision and confidence etc.

During the reporting period, Lao Heng He and its distributors jointly
organised various activities to conduct end-user education and
support the promotion of distributors.
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Descending Traditional Cuisine from Top Chefs —
Culinary Exchange Conference in Heilongjiang

In November 2018, Lao Heng He and its distributors successfully
held the Lao Heng He’s product and culinary exchange conference in
Harbin, which attracted industry professionals, Heilongjiang
Restaurant Association and more than 300 top chefs from various
catering society in different cities. Through the various exhibitions
such as Lao Heng He’s product display, experience, live cooking by,
live interaction, and food tasting, the chefs and industry peers were
invited to experience and use Lao Heng He’s products. Meanwhile,
we introduced products and time-honored technology of Lao Heng
He to the participants and received enthusiastic responses.
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3.4 SUPPLIER MANAGEMENT

In order to protect the safety and quality of products from the source,
Lao Heng He constantly improves the supplier management system
and explores efficient and rigorous management and control
methods, clarifies the Company’s procurement procedures, supplier
assessment methods and monitoring procedures in the process of
cooperation by formulating management systems such as “Supplier
Management Procedure (#:fEREE E2F)”, “Procurement Contract
Management (EREEA BE )" and “Procurement Control Procedure
(BREEIRHIF2F)” etc. , which is committed to working with suppliers
to create a high-quality food supply chain and implement responsible
supplies.
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Sampling test
Suppliers are required to
provide samples or sample-

¥ P8R ()

Process of Screening New Suppliers

LB ERE

On-site investigation

After the sample is qualified,
the supplier will conduct
on-site investigations and
examination, involving supplier
quality assurance capability,
process control, quality
control of products , and lead
time for production etc.

Preliminary assessment
By comparing the product
price, the confirmed samples,
accredited quality system,
creditability etc., we initially
select the qualified suppliers
and prepare the assessment
report.

nTEE
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Recording into the list of
suppliers

Supplier’s assessment report
is reviewed by different
departments , which will be
recorded into the list of
qualified suppliers upon
confirmation.

SRS
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based arts and crafts for
confirmation according to
technical data, or provide
third-party inspection reports
as the proof.

WP ERE ©

wER®H
S R T A R A
BT T B TR -
S B R E = 5 iR
FE e mEe -

HREBHER  ZEMEBEHEHERT
FEEISEE AT YR ERETHE -
HRNEBALEEYHREREEEH20% 3
KRB ERRG - SEE2 RARET AR
HEn - BHETREEBMETHERSE
EREEEHNE  IHEEEDARRERE
Ko RAKAISONEREEENABEF Y
TEHEHETRERIENEFEZ

For the existing suppliers, Lao Heng He formulates a supplier
assessment schedule every year which would assess the suppliers as
planned. For suppliers whose monthly return rate of materials is more
than 20%, who have serious defects in delivered materials or who
consecutively failed to deliver qualified materials at twice, the supplier
will receive a rectification form for improvement. The supplier will be
disqualified if the quality of the supply has not been improved. The
Company’s officers who hold ISO auditor certificate will conduct on-
site verification or perform audit procedure to major suppliers every
year.
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CHAPTER 3 STRIVING FOR MUTUAL SUCCESS
WITH JOINT DEVELOPMENT (CONTINUED)

BoE HPIE R ()

As at 31 December 2018, Lao Heng He had an aggregate of 451 BE-_Z—N\F+-_A=+—8  ZEMH
suppliers spreading from the southern, eastern to northern parts of JERRMBEUEAST R - IBMPEER « ERMESLSE
China, among which the suppliers in eastern China accounted for @i HrhEEME A ER(E L EDR89% ©

89% of the total number of suppliers.

HEERE 2 o
Distribution of Suppliers

Eastern China = Southern China
R MR ERhhlE
= Northern China = Other regions

el Hfth i [
Lao Heng He pays great attention to communication and exchange ZEMTH FEHEHREMNHNEBNZL - T
with suppliers, and continuously enriches the communication e EEBERERE  BRTEHNEETEE
feedback channels. We understand the supplier’s evaluation of the REERTEME N TREERESATHMES
Company’s integrity management and integrity image by issuing BMHEEENTEEE  EEYNTER
evaluation contact letter in relation to our credit management system ER - AREITER  GEMEREUER
credit, including evaluation and recommendations on enforcement THEENTERE®  UREREEEE
laws and regulations, contract performance, cooperation satisfaction EWBEMIE - WIHERGE -

and communication integrity, so as to verify and continually improve
the effectiveness of the integrity management system.
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CHAPTER 4 PURSUING SUSTAINABLE AND

GREEN OPERATION

MUK e iEs

o MY 5

Lao Heng He adheres to the principle of sustainable development of the
corporate and strictly complies with the relevant national and local
environmental laws and regulations, such as “The Environmental Protection
Law of the People’s Republic of China ({ % A R £ MBIIRIFIREX)”, “The
Atmospheric Pollution Prevention and Control Law of the People’s Republic
of China (1 2E A R &£ B K )5 258 7%)” and “The Water Pollution

CEMBRHPEAFEZRORI - FRET(H
FARKMBRBFREER) - (FEARKMBERR
ARAE) R(REARKMBEAOSRIEE) F
BZRMRREABERESR  BETE(CRER
EEIRREE) R(ERBERIEDRIR) F 6 EE
R BAMFERRRERE  BRIRAER - 6
IR R REE - BERTIRE R BE -

Prevention and Control Law of the People’s Republic of China (#F A R
An K 55 F FF SR JAR), in order to continuously improve the system
construction, such as “Regulations on Environmental Protection and
Management (3z % R & & £ # & &l [£)” and “Control Protocol of
Resources and Energy (B REERIZH|RIZ)”, identify and evaluate various
environmental factors, effectively enhance the utilisation efficiency of
resources and energy, and reduce the emission of gas, wastewater and
waste.

Identification and Evaluation of Environmental Elements

RIBERH B FHE

Process Flow

. . Method
Questionnaire

Survey
k=

HE*

On-site
Inspection
Bi5
B

We would identify and evaluate the discharge of pollutants,
the consumption of energy, resources and
raw materials, and potential environmental accident.
BAVG BRI AT E SR PEREE - 2R - AR -
JRMRLEERE - ARBERIRIBEENRE o
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CHAPTER 4 PURSUING SUSTAINABLE AND
GREEN OPERATION (CONTINUED)

BME MPKE HOEs ()

4.1 USE OF RESOURCES

After our exploration and experimentation over the years, we have
formulated and implemented policies, such as “Regulations on Water
and Electricity Conservation (&7 47K « & & 2 #1 7F)” and “Guiding
Manual of Energy Conservation and Consumption Reduction (£ 8E %
FEEIEIEEE)”, which defines the whole process of energy saving
control on the utilisation of power during major production process,
auxiliary production process and ancillary production process in
terms of steam, water and packaging materials etc, achieves
comprehensive and refined resource management from macro to
micro and from management to implementation, standardises the
management process, improves resource utilisation efficiency, and
reduces resource consumption in the operation process. During the
production process, we monitor and calculate the material
consumption of each production process, and adjust the material
quota accordingly for further saving materials while fulfilling the
production requirements.

Resources Management

During the reporting period, we continued to promote energy-saving
equipment renovation and process optimisation for improving
environmental management, minimising the environmental impact of
production and operation activities, and further implementing the
sustainable development operation concept of energy conservation
and consumption reduction. We have cooperated with third-party
energy management companies to launch smart power systems,
record and analyse electrical circuit conditions and related energy
usage data by monitoring the service platform system, and develop
annual energy conservation and consumption reduction plans based
on operational conditions to identify energy-saving components and
implement the corresponding measures.

Formulation of Energy Saving Plan

BRREPEFERT &IHIE |

Analysing the energy used in the previous
year, identifying energy-saving opportuni-
ties and proposing practical recommenda-
tions for preparation of the energy saving
plan for current year

¥ | G PRV BLRE (T ST - BRI
R - WA
EBERE FERT B

EZEMBERR AT

4.1 EREH

KBZFNREZETH - BB EL B (A
#K - BEERE) R(ERERFEEIRIZEE)
ERR G HIELEBRE WHHLEEBREM
ﬁﬁ"i?‘ﬂﬁqﬂe&ﬁ Rk BRME

BRMNANZBREMEENETTES
Eﬁ?fiﬁt&“ﬁilﬁﬁi&ﬁ HERIZE2EA
BORBRALERER  REEHEBRE &S
BRMAME  BEELBIEPHERER -
AEBRRET  RMAERYZESHETFH
MRFERBER LRI ARDHEEE &
i R SR R B o — A ER KDY o

WMERAN - BMFEHREREDEREET
2B TE Tmﬂ'fﬁiﬂaﬁqu BAREE
5sz'J\$JZﬁ<«é£/ﬁbﬂiatEEﬁ:% \E‘—*FE*
IR RN BT RES o P E
FEZFREREER TAT'F’EX@JT ﬁ'éﬂq B
o MAEERBFLEEZRDHENITER
GBS MABB LR (E A U - WiIRIBES
ERGIE FRE TS - BRI B4

=

ERREAWEEMRERLE -

Implementation of Energy Saving Plan

B REPEFERT BIBNAT

Preparing monthly statistics on the use of
resources of the Company, requiring
certain departments with high electricity
consumption to save energy, and
educating all employees of the Company
on enetgy saving in a conscious manner

2hE EFEHEtHE'D BER
THERBTHEERL

—N\FRE  HERERRE
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CHAPTER 4 PURSUING SUSTAINABLE AND
GREEN OPERATION (CONTINUED)

B MPKE HOEs ()

During the reporting period, Lao Heng He’s energy consumption was WEHR - ZEMERERBEROT
as follows:

Types of energy
Unleaded petrol |ERH liter NF 222,803 210,678
Diesel 5 liter nF 214,803 229,407
Electricity EW)| MWh JKELBF 184 200
Purchased gas BRI tons Mg 12,618 13,886
2017 2018
Energy consumption BEFE Units By —E—+HF —E-NEF
Direct consumption BHiZpeH MWh JKFL B 4,073 4,113
Indirect consumption FEEREREFE MWh JKEL B 13,268 14,730
Integrated consumption mERERE MWh JK R 17,341 18,843
Energy consumption intensity REERE MWh/10,000 JKF s~
RMB of EITWA
revenue 0.22 0.22
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CHAPTER 4 PURSUING SUSTAINABLE AND
GREEN OPERATION (CONTINUED)

o MY 5

Water Management

The Company has established a strict water management system
based on the production process and relevant local laws, regulations
and standards to regulate the water consumption habits and ensure
the scientific, rational and efficient use of water resources. We actively
adopt advanced water-saving technologies, such as using water-
saving equipment and appliances and installing water-saving and
non-spillable devices, which encourage the Company to make good
use of the wastewater treatment equipment and facilities installed
within the plant for sewage treatment to improve the reuse rate of
water resources. Meanwhile, we actively promote water-saving
culture and increase awareness of saving water.

1 PLk #8

#0032 (7])

KEREE

AERBEEETEBRNE WEBERER
RIRERY T BRAKEREEGIE - AR
ERAKTR  HERKEREAOHBEN - 4
EMEMSAE o FPIERERF ST BRI KEAT -
EREKE R BRE - REREK EK
B UEBARARBBEEEERARGK
BRIEREREH EEBEPASKETES
LRE  REKERNEENAE - FE -
BAPER B KYE - IRKEROEL
NE e

Recycling of water resources

KERBERF A

pickle
brine

&

N -
soaking rice

wastewater

RARK

cooling water
RHIK

soybean
wastewater
EEK
Recycle B FIA Recycle 1&37FIFA

During the reporting period, Lao Heng He’s water consumption was
as follows:

Flushing water

FPERZK

Reuse of
reclaimed water

oKEIA

BEHR - ZEMKEREABELNAT

Water management

R AAE me
B

Municipal water consumption

Intensity

EZEMBERR AT

m?3/10,000
RMB of revenue

STk 324,976
SHAKS
BT A 3.72

“T-)\FRE HEREAWmE
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CHAPTER 4 PURSUING SUSTAINABLE AND
GREEN OPERATION (CONTINUED)

B MPKE HOEs ()

Management of Packaging Materials BERMBEE

The packaging materials used by Lao Heng He in the production EZEMESEERRETRETHNBEMETES
process are mainly paper, glass and plastic. During the reporting AEE - WEURBEE - fHEHRN - ATE
period, the Company continued to optimise the packaging and BHETEENEOMEN  MEABEAEE
packaging materials, such as flexible packaging, printing labels HEARS HITHEZHUARVZEERES
directly on the bottle for reducing the use of labels, etc., to promote HEEREMBEEL « BRI -

lightweight and environmentally friendly packaging materials.

Meanwhile, we actively promote the recycling of packaging materials. B RPEBRETEMEUERE - 829
Part of the recyclable packaging materials shall be recycled in a Al A B MR —EITEIR - TEFRERE
unified manner, stored at a fixed point in the warehouse, recycled or BEREASAHERESE—OUWERIE -

recycled by the supplier.

During the reporting period, packaging materials of the most typical WEHR - EBEMFHEE A 500mIEHE 3 I
500ml cooking wine bottles used by Lao Heng He were as follows: BEMEMERIERIOT -
Usage (tons) Intensity (tons/
million bottles)
Packaging Materials' IR f¢ A2 (W) RE (W BB
Glass W 44,813.4 420.2
Metal &8 300.9 2.8
Paper we 2,464.7 23.1
1 The packaging material data only includes 500ml glass bottle packaging for all BEMB RS EE R ES00m KBNS LE
kinds of cooking wine products RHBE @
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CHAPTER 4 PURSUING SUSTAINABLE AND
GREEN OPERATION (CONTINUED)

B MDAk A

4.2 DISCHARGE CONTROL

Compliance in respect of emissions is the basic standards of the
Company. On this basis, Lao Heng He actively explores effective
measures to reduce emissions. According to relevant laws,
regulations and standards such as “The Law of the People’s Republic
of China on the Prevention and Control of Environmental Pollution by
Solid Wastes (# £ A & #£ A0 BRI RREIRE), “The
Atmospheric Pollution Prevention and Control Law of the People’s
Republic of China (2 A R 2RI A RSB /A7%)” and “Regulation
on the Safety Management of Hazardous Chemicals (&t 2%
2 & 1B (& ffl), the Company has established a strict emission
management system to minimise environmental pollution, taking
account of the production process.

Wastewater Discharge Management

The wastewater from the production and operation of Lao Heng He
mainly includes wastewater from each workshop, wastewater used
for cooling, washing and greening, and domestic wastewater used in
canteens, washrooms, and toilets, etc. We strictly follows the
“Integrated Wastewater Discharge Standard (35 7K #7 & HF JAZ #£)”
and “Indirect Discharge Limitation of Industrial Wastewater Containing
Nitrogen and Phosphorus (T 13 EE/KA ~ 85 2 Y M55 MR
{&)” and formulates internal management systems, such as the
“Wastewater Discharge Control System (& 7K #F 7k #2 %1 %l )" and
“Operation Guidelines on Wastewater Treatment (FE/KRIEEEEE
£)”, to standardise the Company’s various types of production and
domestic wastewater discharges.

We stay connected with the local environmental protection bureau to
share data and maintain real-time online monitoring of wastewater
discharges. In addition, the Company shall commission local
environmental monitoring agencies for inspection of wastewater
discharges on a regular basis.

EZEMBERR AT

A0 ()

4.2 BEIE Sl

BRBEREARNRKERE - EUER L -
EIEMBERRRMIE A BIEE - RIB(PE
ARKMBERRREYSAREAE) (P E
ARKMBARR BRI OE(ERIEERE
2EEGPDSHBEERERMITERL &
BEETEEN  RAREYTEBOERE
EHIE - RARRENREERERNGR

KB ETE
EEMEEBLTEENBEKRIZRERE
S A RO BE K ~ /2 ADREOK ~ R REOK ~ &R 1E
EERREKIARRE K - T B R P E
ERERGKE - HPIBRERCOTKEEH
BISE) MC TR B EREKR - B RMER
PERRBRIE) - BITE T BE/RBERUE B 1 2 ) B g
IKERIEERIEEE)SARERSE - REE
BRREEEERE RSB

HARsKEEEEERAERER  BEW
RRBER  BEAZE  REVHIGKN
BEREE - I RRERREMTREE

A ES KB CET TR -

“T-)\FRE HEREAWmE
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CHAPTER 4 PURSUING SUSTAINABLE AND
GREEN OPERATION (CONTINUED)

k003 2 (7))

LR VP S

58

During the reporting period, Lao Heng He’s wastewater discharge
was as follows:

WEHR - BEMEKIERIEROT

2018

Types of wastewater discharge BEKBERE R Units B —E—N\HE

Total discharge of wastewater BEKEEhEE me STk 167,192

Total discharge of COD COD ¥ E tons e 8.05

Total discharge of ammonia-nitrogen SREHEE tons A 2.98

Total discharge of BOD BODHF A& tons 7 0.70
Solid Waste Management EEEYEE

The Company formulated and strictly adhered to the “Waste
Management System (& % %) & 12 #l /£)” and “Regulations on
Classification and Management of Wastes (BEEZ¥H BN EIRETE)
in accordance with the our production process and other related
requirements, such as “The Law of the People’s Republic of China on
the Prevention and Control of Environmental Pollution by Solid
Wastes (& 88 BE ¥ )5 2 I8 5 [ )2 /%), the “Directory of National
Hazardous Wastes (B 5 /& % BE 3 ) % %), the “Measures for the
Prevention and Control of Environment Pollution by Discarded
Dangerous Chemicals (& Z f& b 2 )5 £ IR IR [/ %), the
“Measures for the Administration of the Transfer of Hazardous
Wastes (f& % & 2 ) 83 % Bt 22 % 32 #% 7X)”, which ensure proper
disposal of wastes and reduce the impact of wastes on the ecological
environment by adopting harmless disposal of the residue of soya,
vinegar residue, bean dregs, vinasse and liquid waste in the brewing
process through process optimisation and technological innovation.

In order to control all kinds of solid waste generated in all activities,
products and services of the Company, we have standardised the
requirements for classification, collection, handover, temporary
storage and disposal of waste in the “Operation Guidelines on
Classification, Collection and Disposal of Wastes (EEZ ¥ D B E -
BRIEVEEEE £)” and the “Operation Guidelines on Collection and
Disposal of Chemical Wastes and Containers, Waste Oils and Sludge
(BrERBRERE BHLERWEREEEXETE). We
divide wastes into production wastes, domestic and office wastes,
and hazardous wastes. The hazardous wastes primarily consisted of
waste organic solvents, waste oils, etc. which are deposited at
designated storage area in refuse station for disposing by engaged
hazardous waste service providers with relevant qualifications.

RERBEETRIER M EREY S RIRE
prar) (BRERERM AT CERERL
Bmis AREFaINE (Bl R EB
BEENE) SR ERGEL BB EEE
EMEEFIEINCERN DB REERTE)F
HE NHEREZEVSAZERE  ABB
MABEEMEAT RIS B PTE LN ES
BB - 208 B BERESETEELER
MO BEEME ERRITNFTE -

RTHRBFBERS  Em- REPELD
BB ETES - RAECEEDD
Bk BEEXEEEN(ELCLERBRS
28 BOm MR E B ERIEEE)FIE
EETRETHEEMNDE - WK - &%
E7 RBEFER - RASEEVOREE
BEEY  HERMAEEYNERERY
Hbhfelhpam I 2eRmBEa %A - B
BE MEENREREFRE XTREE
fERERERYEIEEE MR HEE -
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CHAPTER 4 PURSUING SUSTAINABLE AND
GREEN OPERATION (CONTINUED)

BME MPKE HOEs ()

During the reporting period, Lao Heng He’s solid waste discharge WEERN - ZEMNEEEEMHERBEROT
was as follows:

2018
Production wastes EEREY Units B —B-N\F
Soy sauce bean dregs BhmEBt tons 72 465
Wine vinasse/Vinegar residue BYE S tons 7 7,981
Fermented bean curd residue BEE tons 48 234
Sludge 35 tons 7 510
Total we tons Mg 9,190
Intensity RE tons/million WA, E & TR A 10.51

RMB of revenue

Domestic and office wastes EFERMRABEREY  Units
Total HE tons 72 357
Intensity BE tons/million e, B ETTHA 0.41
RMB of revenue
2018
Hazardous wastes ERREEZEY) Units B —E-NEF
Total PR =] Kg T 31
Intensity RE Kg/million Fi/ BHETHRA 0.04
RMB of revenue
Lao Heng He not only strive to recycle waste in their own ways, but ZEMTMERB LB S KEZEYERMNA
also promotes the concept of sustainable development to the society R RSEAEERRESHEL TS
which would encourage consumers to make concerted efforts to WA HEEEEZEMEREREMLELES -

reduce emissions with Lao Heng He.
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CHAPTER 4 PURSUING SUSTAINABLE AND
GREEN OPERATION (CONTINUED)

B MPKE HOEs ()

ZENEHEEE ‘B

Lao Heng He’s Tree Planting Festival

60

Lao Heng He promoted and carried out the special events of the Tree
Planting Festival in March 2018, which encouraged and motivated
public to participate the events.

In addition to the tree planting, we also actively encouraged everyone
to start recycling by reuse of different household supplies (e.g. glass
condiments jars) and turning rubbish into useful items while reducing
domestic wastes, so as to increase its values of recycling and protect
the environments.

SE-N\FZH - EEAE LR D
FEED R DARISHEIBRED
Beh -

B RRER AL HPEREE AR
RABLIFOYITE)  HRHARERERE
EIRRY REIN Y mINARNA - R D EE
nFEWRNEESE  BINEFERER &
RIFIEA A EBHRE °

AR

i, ATAL, TR,

Exhaust Gas Management

Lao Heng He attaches great importance to the management of
exhaust emissions. The exhaust gas generated during the production
and operation process is mainly attributable to the boiler emissions
and the cooking fume emissions from canteens. We have formulated
corresponding control measures to minimise the impact on the
surrounding environment. Meanwhile, we strictly comply with the
requirements of the regulatory authorities to control the total
discharge of the pollutants and ensure the compliance of exhaust
emissions. The emission of SO, and NO, generated during our
production operations is mild. In the process of monitoring of
pollutant emission during the reporting period, the test results of our
exhaust gas have reached relevant standards and requirements.

ERERE

EENSEERERSNER T EAE
4 B T2 o 7 A O R S SR N B
DAR R A IR B - TAMIE T AR e
BB RO HABRENEE [
B BRBEEETRIBOER  BHSRY
HEHEE  BRERERNEH - RMEE
/B4 T2 4 SO, FINO, M B8 T8RS
HREITHS R RE RS - B ER
#0841 F R R B -
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CHAPTER 4 PURSUING SUSTAINABLE AND
GREEN OPERATION (CONTINUED)

BME MPKE HOEs ()

During the reporting period, Lao Heng He’s greenhouse gas WEBAN - ZEMATREHEMEROT
emissions was as follows:

Greenhouse gas emissions BERBHM

Direct energy emissions BEREEN tonnes = 74 1,076 1,044
(scope 1)2 (gl —)2 CO.eq
Indirect energy emissions R AR R AR tonnes Wi — |k Bk 3,868 4,254
(scope 2)? (EilE—)3 CO,eq
Total emissions (only includes Hfph# & (£83¥E  tonnes WE — &bk 4,944 5,298
scope 1 and scope 2) gilE—R#ERE=) CO.q
Emission intensity HHRZRE tonnes e — 4 0.06 0.06
C0,eq/10,000 {Liit,”
RMB of BITHRA
revenue

: Lp

Source Control Initiation to Reduce Atmospheric SETA A HEEE R KRS YR EE
Pollutant Emissions

Lao Heng He actively explores feasible solutions to control atmospheric & 1B A& R R Y€ TR 3 2 Kl KRS R AT 5
poliution from the source and achieves the reduction of atmospheric i T 2 20 577 VB R KRS RMREHE - M £
pollutant emissions through process improvement, which minimise the ~EEE¥IRFEENTE -

impact of production operations on the environment.

Biomass particles are used as the boiler

fuels instead of conventional coal-fired
fuels which can achieve zero sulfur Water curtain dust collectors are applied to

dioxide emissions. make use of the inertial collision of water
PR A= ) B SRR A R SR IS VE A SR IE Y droplets and particles, or the full mixing of

AR - BUERE = S B RER - water and dust to capture the particles, or
enlarge or leave the particles in a fixed
container for separating dust from water.
ERAKEIREERRIREE - FIFRACBF BRI A1
WiE - REFIBKAPENT SRS ERBE
FAR S (EFERIE RSk BN EE RERA + LAEE]
IKFHEE D BEAR

iy

2 Direct emissions (scope 1): Covering greenhouse gas emissions from 2 B (B — ) ¢ S A A A A SR R A A A
unleaded gasoline and diesel combustion R E R

s Indirect energy emissions (scope 2): Covering indirect greenhouse gas 2 s R (BIE =)  SWERFHINES H AN
emissions from the use of purchased electricity and purchased steam B AMAZEEARN AT REBER
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CHAPTER 4 PURSUING SUSTAINABLE AND
GREEN OPERATION (CONTINUED)

B MPKE HOEs ()

Noise Management

During the reporting period, the Company continued to implement
noise reduction measures and actively carried out noise reduction
transformation, which requested that the noise made by the plant
shall meet the level 3 standard under the “Noise Standards for
Industrial Enterprises and Plants (T 373 BB IZ ) 50 as to
improve the working environment of employees and reduce the
impact on the surrounding environment.

On the basis of ensuring that the noise made by the plant shall meet
the national standards, the Company regularly identifies high-pitched
noise sources and engages professional noise monitoring firm for
monitoring the sound levels in the plant. During the reporting period,
the noise monitoring results showed that the sound levels at four
points in the plant were all lower than the standard by 3 to 5 dB.

WEMA > RAREBEETREEG  BBHE
REERE  BRASGHARBEI(TERD
EmARBEE) ZBIRE  UEFABINT
FIRIBA N REH RSB RRNTE -

EREBABTZIBARBENER L 2
AEHRARRER BEEXRIENR
AERAIMARE - HEMA - AFRBENR

558 -
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CHAPTER 5 BUILDING A CRITICAL MASS OF
EXPERTISE WITH INGENUITY

o TLEE

Lao Heng He regards its employees as the “craftsmen” of the Company
which unites “ingenuity” to jointly protects Lao Heng He and its time-
honored brand. Adhering to the philosophy of “people-oriented”, we create
a diverse and equal working environment and defend the legitimate rights
and interests of every employee for ensuring a healthy, safe and harmonious
working environment to help employees build self-worth and continuous
growth.

5.1 EMPLOYMENT OVERVIEW

In the process of recruitment and employment, Lao Heng He strictly
complied with relevant labor laws and regulations, such as “The
Labor Law of the People’s Republic of China (|72 A K 418 44
J%)”, “The Employment Promotion Law of the People’s Republic of
China (FZE AR EMEIFEE (R E)” and “The Labor Dispute
Mediation and Arbitration Law of the People’s Republic of China (F
= ARKEMBIAE)F R ABFEE)”, and accordingly formulated ten
internal policies, such as “Regulations on management of Human
Resources of the Company (R&E] A JEREEIETE)”, “Control
Procedures on Human Resources (A 1 & RIEHII2F)”, “Procedures
on Recruitment, Employment and Dismissal (B2 ~ /8 - #RE212 )
and “Employee Performance Management System (8 T 48K &2 4|
&)’ regarding recruitment, employment, promotion, dismissal, code
of conduct, working hours, performance assessment, welfare and
benefits, diversity and anti-discrimination, etc., and conducted
systematic regulations and management to protect the legitimate
rights and interests of employees in all aspects.

Lao Heng He strictly prohibits the employment of child labour, forced
labour and any other non-compliance of employment, and has
formulated contingency measures for these purposes. If employment
of child labour is found, we will instruct relevant departments to send
the child labours back to their original place of residence and return
to their parents or other guardians within a time limit and inflict a
punishment on relevant department head. For the purpose of
violations such as forced labour, we have a labour union and a labour
dispute mediation committee in place to analyse the violations. We
will make certain compensation for both material and mental
purposes to the employees upon confirmation and inflict a
punishment on both staff and their supervisors. For labour disputes
caused by unbalanced deployment, we will actively adjust the labour
distribution of the workshop and establish a monitoring mechanism
to avoid similar situations. During the reporting period, Lao Heng He
did not involve in any employment of child labour and forced labour.

EEMBERRA

MUBRA IO

EEMRETIR/RANIEAl BH&ETEL] XR
TEZEME-BFEFR - BT [AARE] R
2 BMTESTTSENIERE  BEE U8
THEERELD  RERFEZE2MEN TIFRE - B
NE—UBTHEAREEL TEERKE -

5.1 EREHR

EREMERBES  ZEMERET(PE
ARKMBESEEHZI(PEARKXMBE X
BRI CPEARRNBELHFZRBFEL)
SHBASBERERNER  AHESET
(RRIANERERREXANERESRFF)
CGRE - 57 BEREFXBETHEUEESE)
F10RNEKER - LHEE R - &/ - &I
iR TR TSR - B - 1R A
78 ZRERBAEFHET AR
REEWER - 2T E T -

ZENEREIEBEL  RESHREM
HMARENMIITR YRR T EYH
B BEFEEAEINGER  KiMEHE
HIERSEHMPIRPABE TR REE
MEXBMEMEE ARE - W KA
BEANETHERE - SHERESTERRBEN
BPREIeNEBHUNIREZES oY
BRENETHNT  EREERETREE -
EMEMBEE YHSEEARELE
EITHREE  HRERETFEHERNS
THHmEE RMEERRAERERSTIREE
WRTEEMS  BRBERBEREE - WS
HE - ZEMREREAZANEREZE M
BB TITR -

A —T-)\FRE  HeREAmE
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CHAPTER 5 BUILDING A CRITICAL MASS OF
EXPERTISE WITH INGENUITY (CONTINUED)

A MPUREA  JRERE O (5)

Lao Heng He implements an open and fair policy which aims to ZEMERAFLAR - A SANRBIEREK -
recruit the “best person for the job” with advocacy of employment BEEIEEZ L - £EEEBN F—(E
diversity. Lao Heng He never differentiates the candidates and BEMEIATEREAMR - F& - REX
employees in terms of their gender, age, national culture, marital b~ BIRARR - KEMR - RBENESE
status, family status and religious. We are committed to creating a MEEMEBIERERF - ZRPBHIREET
culture of corporate culture and work that is friendly, harmonious, BEREMZ FTERAE BETHNLE
equitable, and mutually supportive, so that every employee has a XAEFMTHESRE  EF—AETIEEZEMH
sense of belonging in Lao Heng He. BEELERBRX -
As at 31 December 2018, the Company had a total of 605 employees Be—_Z2—\F+-_A=+—8 RrHXHE
with annual employee turnover rate of 1.2%. The employees by 2REE605%E 2FEEILRARER1.2% o
gender, age and employment type were as follows: Bzt Fi5 - EEHEREPHNETHS
N
Proportion of employees by gender Proportion of employees by age Proportion of employees by function
BRI B2 K E T L BEREDHVETLLA REESEREPNE T LA
89, 15% 112, 18% 111, 18% 22, 4%
204, 34% ~ "
226,37% 246, 41%
401, 66%
404, 67%
Male & = Female &z " <30 30-50 " >50 Production = Sales and Marketing

EER EGHER

= Technology ®= Administration
BAoHE THERER
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CHAPTER 5 BUILDING A CRITICAL MASS OF
EXPERTISE WITH INGENUITY (CONTINUED)

BhE APBEA

5.2 SAFETY PROTECTION

Lao Heng He has always attached the primary importance to the
safety and health of employees in the production and operation
process, which continues to pay attention to potential safety and
health risks, steadily raises employees’ awareness of health and
safety, and carefully establishes employees’ safety objectives and
plans so as to fully protect their health and safety. Currently, we have
passed the ISO 45001 certification of the Occupational Health and
Safety Management System which aims to fully implement health and
safety management measures for each operation so that employees
can work with peace of mind and comfort.

Supporting Safety Production

Lao Heng He vigorously promotes safety production and operation
by providing employees with safe and harmless working environment
and equipment. Based on the safety management related laws and
regulations and local regulations, such as “The Work Safety Law of
the People’s Republic of China (F % AR FE L 2 £ ER),
“Regulation on Work-Related Injury Insurance (L {&/®F: {5&{1)” and
“Regulations on Safety Production in Zhejiang Province (41L& %%
HEED) 7, we have implemented “Management Measures on
Working Environment and Safety (L{ERBEM % 2 B IR IHE)”
throughout the Company which clearly stipulated the requirements
for work environment and safety management duties, management
scopes and methods, reports and records so as to minimise safety
risks and fully prevent the occurrence of production accidents.

We have implemented long-term and regular safety management
initiatives. The department of environmental, health and safety is
responsible for regularly monitoring the risk points and hazard
sources in each production process to curb the safety misadventures
at source. Every year, we determine safety management performance
appraisal indicators for each workshop, and arrange various morning
assemblies and trainings for the employees which promote their
awareness of occupational safety. Regular safety meeting of each
workshop must be held every Friday which would summarise the
hidden dangers and rectification period on a monthly basis so as to
strengthen the system of “prevention”.

EZEMBERR AT

JEpE DT O (48)

5.2 Z&RE

EEMBEREEINLT2HERNEEEE
ERERNE—( BEBIEENLZEAN
RERR BHESEIREZ2ER A
DRV BILZE2REBEEZNTE  2ERE
BIELZZE - Bl RUCEBABERE
ZE2EIBEERISO 45001 R:E AT &
ERONRADPEERELE2EEREREHE #E8T

BhzzdEE

EEMR/ETRHZ2EFTNTIERERR
B RNETRE2EENRER - UM(PEAR
HEMEZ 24 BRI CTHERRIED) OMTE
LR EEGRD) S L2 EBBMEARER MY
TEOIAEE - BAE2AREB(TIFRE
Mz 2EEINE)  BITERENL2EEN
BEER EBANRNTE REETHS
THEHRELHARESR  BLRE2EBREHKE -
TR EESWRAEE -

HHARMARERLZ2EEEE REREE
MR EHERREE —LAERST
R B AR RIR - R 2 EEUE I & AT
e B—FE  HMASEHREREERE
BHERER REIHERERELZ2A
HBEBYNRE  BISHEALTEE -
—EHSRAVARTLEIE  BEEA
FENZ 2R REBESHR - Bl Fa17E
B o

“T-)\FRE HEREAWmE

65



66

CHAPTER 5 BUILDING A CRITICAL MASS OF
EXPERTISE WITH INGENUITY (CONTINUED)

A MPUREA  JRERE O (5)

During the reporting period, we requested our employees to sign the
“Letter of Fire Protection Responsibility (&85 & EE)” which expand
the scale of fire drills, improve the authenticity of these drills so as to
promote employees’ awareness of fire protection responsibility.
Meanwhile, we started to implement the ILO SCORE project and set
up EIP (Enterprise Improvement Project) and EIT (Enterprise
Improvement Team) which would conduct on-site training and
encourage employees to make rational recommendations. Under the
module of “Occupational Health and Safety”, we have implemented a
number of rationalisation proposals to significantly reduce the security
risks in key portions.

HWEAN - BMEREBIETCEHETE)
BEAEPDBERZIHRE B EHERNE
ERE HEEEIMEMAEEE# - A
3 179 59 46 56 4T1LO SCOREB H * & BEIP
(Enterprise Improvement Project, 1& 2 24 i 75
22 ) FEIT (Enterprise Improvement Team, 102
MOEE ) - RERFRIESEN - WAKE
ITREGECEZ - FIBRERERET SR
W RMEETZEAGELER  NERE
BRIRE N 2 ER

Key Points for Safety Management of Lao Heng He

ZENZ2EERERER

& 4

Screening for Safety management
hazard sources performance appraisal
ERE S ZERERBEMEZ

Q@

Promotion of
occupational safety
BEZE2HBEE

W
W

Regular safety meeting Implementation of
Z2hle rationalisation proposal
BE(LERER

-
g

Signing of
responsibility agreement
BEERE]
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CHAPTER 5 BUILDING A CRITICAL MASS OF
EXPERTISE WITH INGENUITY (CONTINUED)

BAE MPEA SRR O (5])

“Getting Rid of Steam Hazard” LE

Large amount of steam are generated in the liquor and vinegar workshop which reduce the visibility of the air and increase the
possibility of mishandling due to invisibility. Meanwhile, the scorching steam creates high temperatures which will damage the
equipment and operators. As such, we adopted the suggestion from the staff to introduce the steam collection equipment which
gets rid of “steam fog” from our liquor and vinegar workshop. Employees can operate and maintain the equipment more clearly and
smoothly.

[REAREMRBE]

BEERGABEAZKS  —HEHBREZERATREREE  MATEETAMRBERBEOTRE  Z—HTHZIBRROHR S8
RESURBRIBEABER —ENEG - Blt - RMEAKTEIERE  sIAKRERE  EEEEEEITE [ EERE]

8 T R] AR IREE 8 (E AN AT R 4 £

As of the end of 2018, Lao Heng He had no major work-related
fatalities. In 2018, there were 4 work-related injuries with lost time of
300 hours.

Protection of Occupational Health

The health of employees is the basis for Lao Heng He’s operation.
The Company adhered to relevant laws and regulations such as “The
Law of the People’s Republic of China on the Prevention and Control
of Occupational Diseases (% AR LM B EHEGA7%)”, the
“Provisions on the Supervision and Administration of Occupational
Health at Work Sites (L{F55MBIEFEEEBTIRRE), the
“Management Measures for Diagnosis and ldentification of
Occupational Diseases (B 25772 i1 & 28 58 B HIH%)” and formulated
the 2 policies, i.e. the “Management Regulations on Monitoring and
Classification of Occupational Hazards of the Company (2 alB 2
ZREZHB D REERE)” and the “Management System on
Employees’ Occupational Health Check (% T 8% (2 FEEL 15 B 12 4
[£)”. The former provides provisions for the definition of occupational
hazards and monitoring procedures while the latter defines the
categories, specifics and frequency of health check-up as well as the
handling, which stipulated that occupational health management shall
be carried out from two dimensions, i.e. “control of harmful factors”
and “tracking of health status”.

During the reporting period, we conducted an annual occupational
disease screening for employees from 6 types of toxic and hazardous
positions involving dust works. Once the diagnosis was confirmed,
we will compensate employees who have suffered from the
occupational diseases and conduct a comprehensive investigation
with rectification of the employee’s work environment. In order to
reduce the possible damage to the respiratory system of employees
in dusty environments, we have used special breathable sealing mask
instead of the multi-layer mask, and actively sought the suitable dust
collection device to minimise the impact of dust. Currently, no
significant case of occupational diseases has been found.

EZEMBERR AT

HE-_Z—)\FK EEMABERTIEE
BHEABTEGH - \EBLTESE
48 - BRKTR A 300 &N o

RERERER

ETHRERLZEMNGINETOHER - JM
2R(PEARIMBBERBT AL (TIES
FIBEFEEEEERE)(BERDHE L E
EEEWE)FEZRERER  GIET(AA
BEeERRRA RS REERE) (BITR
FRERREENE)2ENE  BIELRE
REERERTE BHRFMORE  &E
MERRER  ATAY BREREES
AR R IAESEAREE] M [EERAERYE
MEgEFRBEEFEETE -

BEHR - BRAIEEESEMEEXRELE6
HESHAEMUMNBTHITEF —RHNBE
WEE - MEED  RABEESBERD
BTETMHE UHZETIHITIERRET
EHHEMNER - AL ETENERET
HRASAEZINES  RAKRENZ
BOEXAAERERTZHOE  YEERS
REHENMEWERE S HETE
BRERE - BRRMERERBENBRER
(BRI

“T-)\FRE HEREAWmE
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CHAPTER 5 BUILDING A CRITICAL MASS OF
EXPERTISE WITH INGENUITY (CONTINUED)

Hhx WMUBRA

5.3 DEVELOPMENT AND SUPPORT

The growth and development of employees will propel the
corporation forward. Lao Heng He cultivates every employee with an
open-minded and tolerant attitude. As such, the employees could
continuously improve their professional fields and realise their own
personal values which will promote the sustainable growth of Lao
Heng He.

Capacity Building

To raise the professional quality, job skills and integrity management
standards of the employees, the Company formulated the “Training
Management System (A Bl3E5)II/Z)” which includes the details and
relevant requirements of three types of trainings, namely induction
training, on-job training and professional training. We have adopted
various methods and focus of training for the employees from

JEPE DT O (48)

53#REXF

BTHRRERDECETEE - Z2EM
AR BRLRBEEE—LET X
EREXREPTHSIRS EEREAE
BRI HEZEMAIRFERR

RENER

BREATIEEESE  THEREKTRINE
ABKT - RMBIE TCRTBIIBIE - 3
BT BATEY RIS FREEIZES
RN EERTNRBES - HRTRE
BB T « RVERERIRTR & 537 %
=R

different rank.

Production staff

Scope of training: induction training/pre-job training/safety
training/process training of each workshop

Focus of training: cultivating the job awareness and practical quality
SEERET

EIRE © AR MEAEY, 228, S =R
FIRES  HEEUSENERERE

Intermediate and senior production/R&D staff

Scope of training: skill training/intermediate and senior technical training
Focus of training: cultivating sophisticated technology and innovation
TEEEER WREST

EIRE © BEeEhE R RTE R

SEARIE R - FHERAUR & AITRE

Management staff

Scope of training: management theory training/professional certificate training
required by various functional departments

Focus of training: improvement in capacity and effectiveness of management
EEFEET

BHIAE  BRERAHEE SRAERPI TR EEEEE

EARER - BRI

Sales and marketing staff

Scope of training: market development and operation training/sales technique training
Focus of training: cultivating sales professionals

HERBT

EIRE : TS E S E RS

EIRES  EEEEHEAS

E2RBEER - RMRA =5 ] #5 - B
(BIEE®S HZET HEER] BB
MELEE  ENRAUNRKRERE=TA
RPEZEERN[EZEMAL FEE I
BMARZENHBKRES

Throughout the Company, we adopt the “three-tier training (=&)”
system, namely “apprenticeship, new and old employees, rotation (£
fEEY - EEY - %@ ER)”, which creates a comprehensive
development of “Lao Heng He’s person (EZ1EFA)” through three
aspects, i.e. inheritance of technology and tradition, abilities
enhancement and quality training, and promotes the common
development and progress of each Lao Heng He’s person.
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CHAPTER 5 BUILDING A CRITICAL MASS OF
EXPERTISE WITH INGENUITY (CONTINUED)

BAE MPEA SRR O (5])

Lao Heng He’s staff training
ZEMETEIIRS

During the reporting period, Lao Heng He provided 3,576.5 hours of MEHRN ZENME2FNABIIBREA
comprehensive training throughout the year, details of which were as 3,576.5 &\ - ARHFRIME RN TR -
follows:
Total Average
training training LEEER

By employment type Units hours hours g5

Production hours 1,687 6.9 4EE B 1,687 6.9

Sales and Marketing hours 322 1.4 ERHEEE /B 322 1.4

Technology hours 514 4.6 T /NBE 514 4.6

Administration hours 1,053.5 47.9 THEBE /B 1,053.5 47.9
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A MPUREA  JRERE O (5)

70

Incentive Support

Employee development is inseparable from capacity building and
evaluation incentives. In order to encourage employees to
continuously improve their self-skills and quality, Lao Heng He has
formulated the “Employee Performance Management System (8 T 45
MEIRHE)” and the “Management Measures on Incentive
Promotion (B & F &2 %), which conduct the comprehensive
examination, analysis and evaluation on the achievement, behavioral
performance, working attitude and overall quality of both departments
and employees to identify and solve the existing and potential
problems in a timely manner. We continuously facilitate the employee’
behavior and quality, and explore their potential so as to establish
transparent and clear standards for the promotion of each employee.
We conduct comprehensive performance evaluations of our
employees every year. Commendation and promotion are given to
the employees who are excellent in comprehensive performance
evaluation and make special contributions to the Company’s
technology/management innovation.

In order to fully motivate employees to work actively and ensure their
self-development, we have formulated the “Remuneration Scheme (&7
Bii5t20)” which specially established a remuneration committee to
systematically manage the matters in respect of remuneration. We
provide employees with basic salary, job subsidy, performance
bonus, length of service allowance and other subsidies, of which the
job subsidies have set up 4 major indicators and 29 indicators to
ensure its fairness and rationality. We also provide employees with a
variety of benefits, including board and lodging, five social insurance
and one housing fund (. —%), reimbursement for training
expenses, holiday entitlement, various types of holiday, etc., which
enables every employee to understand the comprehensive protection
of their career in Lao Heng He so that to dedicate to the creation of
their own self-value.

BB

BTHRBETFAENER  BBETFHFEA
B REEE T TR B ke =%
ZENHETCETEMERGZ)MCHBE
FHEEE) HHFRETINITHEGER 17
RERB - THEREUNRGEREETEZER
B AT A REE - Ko B BIR AR OR IR TE AN E
ERE TEHREEITANKERS &
EERETEREN RE—EIWNER
RIEH BHMORE RMEFEHET
ETHEAEMA  BRABUETERE
7~ BE QRN E IR S M R R E R
MBTEREGTREREAHRE -

RESDHBEIREIE REEIEHRA
BERE - BPIRETCHMEE)  LHEK
YT MEEERASGEEERHMER -
BPEERMEATSE - BWAMEL  AXWE
T TERAEMARE MR B ¥ A
B —TRERE TARER20BERERRELR
RFREM - BRFB 2SN BFIREBRM
BEBN RREREZE LR—2EE-
B ERRE  BARARBN SELEOR
% 8B THERTIEZENT
EXINEARE  KME2L2ERABH
EBEAENERTE -
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CHAPTER 5 BUILDING A CRITICAL MASS OF
EXPERTISE WITH INGENUITY (CONTINUED)

BhE APBEA

5.4 WHOLEHEARTED SUPPORT WITH

CARE

Adhere to the concept of “Lao Heng He as a Family”, we aim to
provide our employees with a home-like company in happiness. For
the purpose of living, we have built a fully equipped apartment
building for our employees, which provided family rooms and couple
rooms to cater for the particular needs to facilitate our employees and
their families. We regularly customise and change the canteen menu
to meet the differences in eating habits between employees, which
allows employees who are in a foreign land to experience their most
memorable taste. For the psychological care, we have built well-
equipped quarters for our staff and set up a “Home for the Staff (5% T
Z )" to organise various caring activities for them such as birthday
dinner, group tour, summer festival etc., which facilitate the
communication and emotion between employees. Especially, we
established a “Green Passage (4% 2i838)” provide assistance to the
employees who have difficulties in economics, life or work etc. In the
future, we will continue to develop the forms of care for our
employees and continuously improve our employees’ sense of
belonging to Lao Heng He.

EZEMBERR AT

JEpE DT O (48)

54 20

[ZEM—RE | ZENHELRRITERK
F-RBENGFE  EEIRmERMLITIE
EE . HAEETTH  BMAE TEEARIE
EmnoEE  REETERFRIERE T
B RERE REIKHZRBAESR -
HMEHEHMELRERE  InEEL
ZHARRBENEZR BIEEMWETH
EERIRBNKE - EOERIRTE - &
MAZT BIzx| BEMEAKRR %
BikE BRESHEDHE-RJIBEIHEEED
B REB T ZHMRZRMEIE o HRE
P AR TEBR RN T - T 5
FXIL T AR €588 IR E By RAR E & » R
BMGEERREIME RN - THIRAS
THEBHOEERK-
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CHAPTER 6 PERFORMING GOOD DEEDS WITH
TRANSMISSION OF THE MAJOR PRINCIPLES

AT MPES WHEAE

Lao Heng He is a company with a sense of mission which has established EEME —XEGFEmBRNLE  EEFZBIRT
a unique historical and cultural status in the past 100 years. In orderto keep BBEMES (L&) » WIBERAESK - BT B
abreast of the times, we have opened a new chapter in facilitating the it [EAIFEHRNTFTEE o /LA - KRB
sustainable development of the community. During the reporting period, we TR HEH @ FF @ T XLERSEZE LR R &
actively practice corporate social responsibility and support the activities — JE&j o

involving cultural heritage and contribution to community.

6.1 CULTURAL HERITAGE 6.1 3L E%

Huzhou, a city in the south of the Yangtze River, enjoys the fame as IEDAMN - BE A DEH] 2% EROBE
the “country of wine” from time immemorial. Profound wine culture XIEEETEZRIXAONEAGE ° 168
has nurtured many well-known and touching poems. Lao Heng He REHREFHINEEMERREREE —
was established during the Qing Dynasty under the reign of Emperor FREXRETEMN LM  KBEFESL
Xianfeng with a long history of brewing culture. After a hundred years, WEMRER EEMREEKNERAT —EEX
Lao Heng He has developed into an important brand inheriting the R HiEENEERE -

spirit of national culture.

Cultural Transmission through Delicious Cuisine m‘,

In 2018, “Once Upon A Bite (WK A)” has become another popular
TV program about the cultural of national food after “A Bite of China

(FAREMH ). Lao Heng He, as a sponsor of the program, has E-—H(WEZE)
integrated its centenary tradition of traditional food in pursuit of the ;ﬁfg;iﬂg;ﬁ””

ingenuity of “flavour”. From the perspective of food, people can
experience the cultural concept behind each cuisine by feeling the
natural gift, the hard work of production and the constant
craftsmanship. Lao Heng He also teamed up with the production
crew of “Once Upon A Bite (MR Af)” to launch a series of offline
activities, namely “Urban Kitchen — Looking for Folk Cuisine (3% 1 &
E-ZERREZER)", to discover and narrate the unique food culture of
the region.

REAR - EREEL

- N\F (RKRARD KA T E(ER ENHE)EX —IERER
BWERXLEHR - ZEMERZHENEY )  BEFEAAF
EGRRERTEBAI(RAKARNELERS - LEXRHA
EEAMEEBRAMBROERES BRI ANER - HIEW
FLBMFF 2 AMER T - ZEFEEA (ERAR)RER - 57
RIWMEE — SREREXR] XK TED  ZELEAEZERER
HBRFHERUL TE
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CHAPTER 6 PERFORMING GOOD DEEDS WITH
TRANSMISSION OF THE MAJOR PRINCIPLES (CONTINUED)

BAE MUY W& (E)

lp

Lao Heng He, as a “time-honored” brand, have been through too many wars and reborn after several disasters. Historically, in 1940,
the Japanese military invaded Huzhou and forcibly blocked the oil and salt and other necessities of the anti-Japanese troop. Lao
Heng He showed patriotism and secretly transported all kinds of brewing materials and raw materials to the anti-Japanese troop.
During the occupation of Huzhou, the Japanese military inspected Lao Heng He in order to obtain the secret recipe for brewing. Al
staff of Lao Heng He’s sauce garden sacrificed for the secret recipe. At that time, the store and the factory were also burned. During
the reporting period, we have deep cooperation with the TV series of “Great Expectations (3& X Al #2)” for fully reproducing the
history of Lao Heng He as a national enterprise during Anti-dapanese War which transmitted the indispensable patriotic feelings of
the brand.

Mission of Guarding the National Major Principles

EARIR  TEREKAE

SHBEFMNEZENEXBBEEN  ERRHPBREL - EL L —AWNTF  BEREAMN - RITHEET B REAOMESE
AL Fm EEMEREEZ CAMSSERERMRHEXGIARKNE - BEERNGBRZEREY EBMABERIRERE
W7 EEMERR T ARWA 2N  ERNEENBRELNZ—E - REHRHE  HALERBCERFR)REAE - 7
DERTNBRPLEMESRKRERBETALZERBXENESE - FEMEERP TASHRORKERBFE -
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CHAPTER 6 PERFORMING GOOD DEEDS WITH
TRANSMISSION OF THE MAJOR PRINCIPLES (CONTINUED)

AT MUY WEKE(E)

6.2 CONTRIBUTION TO THE 6.2 EtEtE
COMMUNITY

As a corporate citizen, Lao Heng He recognizes that the importance ZEMEM  EBLELAR BEHFEZEE
to keep close interactive with surrounding communities and provide BEKERYER  AdRIBHERTE - ®
support to the community. During the reporting period, Lao Heng He SHIRN - ZEEBNUEEELIEHEREZE - T
continued to explore different methods to contribute the community RERLBHENZEES -

based on the operating conditions.

Recall in memory of “Get some soy sauce (§T & h)”

In 2018, Lao Heng He held the “New Year’s Soy Sauce Festival (T #HF &)’ during Chinese New Year for the fifth consecutive
year which aims to give back to the consumers by way of a series of activities, such as “Get some soy sauce with empty bottles
(FEZEMRITEDA) and traditional community garden fair, which provides the people of Hucheng with the happiness of the New Year
for retaining and inheriting the festival atmosphere that humanise life in Hucheng with a long and distinguished history.

TEH  RELIRHKE
—T\F - ZEMNESFETLMMEBN TERFES)  SEBE [FRRTEh] FPURGALBEESHA R KD
BEANEE - ARRAREFXE  TRUMFADEOER  NEET EEHITRRMALR -
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BAE MUY W& (E)

Revealing the secret recipe in an open-minded attitude

Lao Heng He always insists on arranging local schools in Huzhou to visit the factories. As such, Lao Heng He appointed a
commissioner to explain the process of the ancient brewing process, introduced the basic knowledge of condiments and the
production environment for the students. Through the communication with local students, Lao Heng He aims to stimulate
students’ desire and interest in traditional Chinese crafts and to deliver the importance of healthy diet.

BRAPT - B ARV
EZEM—EREFHAMELERAR IR  HESARMNKNBEBRDTZRETRREER NAAHRERMILHEL
BAERSE BREEMBLANER ZEVNEEARBESLHNTREERTENRMOMNER  EERFEARNER -
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LIST OF LAWS AND REGULATIONS

BEHERE T PR

LAWS EEER
The Constitution of the People’s Republic of China R AR EMEIEE

The Food Safety Law of the People’s Republic of China
The Product Quality Law of the People’s Republic of China
The Standardization Law of the People’s Republic of China
The Law of the People’s Republic of China on the Protection of
Consumer Rights and Interests
The Advertising Law of the People’s Republic of China
The Trademark Law of the People’s Republic of China
The E-Commerce Law of the People’s Republic of China
The Criminal Law of the People’s Republic of China
The Anti-Unfair Competition Law of the People’s Republic of China
The Contract Law of the People’s Republic of China
The Environmental Protection Law of the People’s Republic of China
The Environmental Protection Tax Law of the People’s Republic of China
The Atmospheric Pollution Prevention and Control Law
of the People’s Republic of China
The Water Pollution Prevention and Control Law
of the People’s Republic of China
The Law of the People’s Republic of China on Prevention and Control of
Pollution from Environmental Noise
The Law of the People’s Republic of China on the Prevention
and Control of Environmental Pollution by Solid Wastes
The Soil Pollution Prevention and Control Law of the People’s Republic of China
The Cleaner Production Promotion Law of the People’s Republic of China
The Law of the People’s Republic of China on Environmental Impact Assessment
The Energy Conservation Law of the People’s Republic of China
The Law of the People’s Republic of China on Intellectual Property Rights
The Labor Law of the People’s Republic of China
The Labor Contract Law of the People’s Republic of China
The Law of the People’s Republic of China on the Prevention
and Control of Occupational Diseases
The Work Safety Law of the People’s Republic of China
The Fire Protection Law of the People’s Republic of China

hEARAMERMZ2E
hEARANMEERLEEX
i AR A MBER (L
FEARKMBEEERSREES

hEARAMBEESZE

hE ARAMBEEIRE
hEARANEEFEEE
hEE AR EMBETNE
hEARAMBERPIEEHFR
hEARXMEE RE

hE AR AMBERBREE
hE AR AMBERBREDE
hE AREMBE AR SR

FREE AR MBS EA
R AR EMBIRR RS RIRIEN AE
FEARKNBIEEEY S RREN A A

hE AR MBS REa0A
hE ARAMBNERAE EfRfR
hEARAMBEREZEEE
HhEE AR HMBERERETANE
hE ARAMBEMBERE
hE ARAMBESENE
hEARAMELSE S RE
hE AR AMBBE R X

hEARAME R 2 EEE
hE ARKMBDEPNE
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CONTENT INDEX OF “ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORTING GUIDE”

CHE - g RERARID NE RS

Key Performance Indicators

Environmental, Social and
Governance Report 2018

BRENIER

2018 R - HEREARSE

A. Environment
AR

Aspect A1
EHE A1

Emissions

E2.35 €7

General Disclosure

— R

Information on:

(@) the policies; and

(o) 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.

BRERIBERBEIN  MKRLHOHES  FEREZER
YHELESH
(@) BUE: &

b) BTHETABEAZENRBEERRIINER -

4.2 DISCHARGE CONTROL
4.2 Bzl

Al The types of emissions and respective emissions data. 4.2 DISCHARGE CONTROL
HERU RS AR B B B - 4.2 BERUE

Al1.2 Greenhouse gas emissions in total (in tonnes) and, where | 4.2 DISCHARGE CONTROL
appropriate, intensity. 4.2 BERRIE S
RERREPE (CAMEETE) R (WER) B -

A1.3 Total hazardous waste produced (in tonnes) and, where | 4.2 DISCHARGE CONTROL
appropriate, intensity. 4.2 BERiE
FEEBEEEMEE AN HE) K (ER)ZE -

Al.4 Total non-hazardous waste produced (in tonnes) and, where | 4.2 DISCHARGE CONTROL
appropriate, intensity. 4.2 BERE
FrEAEEREYES (AETE) R (ER)ZE -

A1.5 Description of measures to mitigate emissions and results | 4.2 DISCHARGE CONTROL
achieved. 4.2 PEaE
RO E B E B b R PR IS AR o

A1.6 Description of how hazardous and non-hazardous wastes are | 4.2 DISCHARGE CONTROL

handled, reduction initiatives and results achieved.
HEEEEREEEEMN L  BEELESNEBEAENX
==

4.2 PERUE S|

ZEMNBEARAR —T—N\FR
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BRENER 2018 RE - HERERKRE
Aspect A2 Use of Resources
[EHE A2 EREA

General Disclosure

—RIEE

Policies on the efficient use of resources, including energy, water
and other raw materials.

Resources may be used in production, in storage, transportation,
in buildings, electronic equipment, etc.

BRERER(BIEEIR - KEEMERMEL) HBEE o
BRAIANAE  #F E& - BF ETREZ-

4.1 USE OF RESOURCES
4.1 BIRIEM

A2.1 Direct and/or indirect energy consumption by type (e.g. electricity, | 4.1 USE OF RESOURCES
gas or oil) in total (kWh in *000s) and intensity (e.g. per unit of | 4.1 &JR{FE A
production volume, per facility).
REAESHEERSEEER(NE - [I0R) BFEE (LT
EFEETE) REBE -

A2.2 Water consumption in total and intensity. 4.1 USE OF RESOURCES
BFEKEREE - 4.1 BRE R

A2.3 Desoription of energy use efficiency initiatives and results achieved. | 4.1 USE OF RESOURCES
Fo B R 18 PR e 5t B R PG RICER - 41 BREHR

A2.4 Description of whether there is any issue in sourcing water that is | 4.1 USE OF RESOURCES
fit for purpose, water efficiency initiatives and results achieved. 41 BRER
F K EGE KR LA A E AR - LA RIRA R KS &= 8 R
TR -

A2.5 Total packaging material used for finished products (in tonnes) | 4.1 USE OF RESOURCES
and, if applicable, with reference to per unit produced. 41 BJREHA
B MATAREMEINEE (UETE) R (ER) BEESN
I -

Aspect A3 The Environment and Natural Resources

EHE A3 RIBERRXAER

General Disclosure

—RRIREE

Policies on minimising the issuer’s significant impact on the
environment and natural resources.

AR ET ABIRIERRAE RERNEAF ENBE

4. PURSUING
SUSTAINABLE AND
GREEN OPERATION

manage them.
R HRERRAERNEATERERKNEREMY
LH(TH -

MUK - REEE
A3.1 Description of the significant impacts of activities on the PURSUING
environment and natural resources and the actions taken to SUSTAINABLE AND

GREEN OPERATION
4. FILAKE @ 2@ S
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BRENIER

2018 R - HEREARSE

B. Social
B.&4E

Employment and Labour Practices

BREREIER

Aspect B1
fE™E B1

Employment

(=

General Disclosure

—RIEE

Information on:

(@) 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

ERATMN R mE  BEREST  TERE - R TS#ke

TUAE ~ IR DA R H A 5738 R AR Ay

@ B &

b) BETABERZENRMERLROINER -

5. BUILDING A CRITICAL
MASS OF EXPERTISE
WITH INGENUITY

5. MRS » HEF O

B1.1 Total workforce by gender, employment type, age group and | 5.1 EMPLOYMENT
geographical region. OVERVIEW
BRI EFEERE - FRERN KRB S NIES A - 5.1 ERER
B1.2 Employee turnover rate by gender, age group and geographical | The overall turnover rate has
region. been disclosed, we plan to
IR - FEARI MRS S HEBIRALE - carry out refined management
in the future
EHBEERRAE - FTEIR
HAETIE LB 1R
Aspect B2 Health and Safety
[EE B2 BEEZE

General Disclosure

—RIEE

Information on:

(@ 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.

FARHEZE2TERERREREMCBELREN

(@) B &

b) BFHEITABEAXENEBEERROINER

5.2 SAFETY PROTECTION
52 Z2RE

B2.1 Number and rate of work-related fatalities. 5.2 SAFETY PROTECTION
ETERERMLT A AB R E o 5.2 BERE

B2.2 Lost days due to work injury. 5.2 SAFETY PROTECTION
ETIGEAIERS - 5.2 L2 RE

B2.3 Description of occupational health and safety measures adopted, | 5.2 SAFETY PROTECTION

how they are implemented and monitored.
PR B R L 25 ARMBEBRITRERTE -

5.2 Z2RE

ZEMNBEARAR —T—N\FR

%5

- HEMEREE

79



CONTENT INDEX OF “ENVIRONMENTAL,SOCIAL AND
GOVERNANCE REPORTING GUIDE” (CONTINUED)

CBBE ~ sh g B RBERID RE RS ()

Key Performance Indicators

Environmental, Social and
Governance Report 2018

BRENER 2018 RE - HERERKRE
Aspect B3 Development and Training
[EE B3 BRRIE

General Disclosure
—RI%FE

Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training activities.

Training refers to vocational training. It may include internal and
external courses paid by the employer.

BRARTHE BETT TIERE AR S BE M BUR » fLEsES) -

EIFERESEY - I RRAREENENRINERE -

5.3 DEVELOPMENT AND
SUPPORT
53 FERIFF

B3.1 The percentage of employees trained by gender and employee | We plan to carry out refined
category (e.g. senior management, middle management). management in the future
RURNREERN(NESRERE FREREZ)AHOXIE | sHERAIETHECEIR
EBDL -

B3.2 The average training hours completed per employee by gender | 5.3 DEVELOPMENT AND
and employee category. SUPPORT
ZUERREERERE D  BREETHZIIN TR - 5.3 BRI

Aspect B4 Labour Standards

[E T B4 B ITAEA

General Disclosure

—RIEE

Information on:

(@) 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.

BRAD L= Takag |55 T

5.1 EMPLOYMENT
OVERVIEW
5.1 RIEHER

discovered.
H IR R B AR ER A BB ATREA L5 o

@@ BUR: &
(o) BFHBETABERTENEBER IR OINER -
B4.1 Description of measures to review employment practices to avoid | 5.1 EMPLOYMENT
child and forced labour. OVERVIEW
FE R AT R B P R e AR R B T K& S5 T - 5.1 ERER
B4.2 Description of steps taken to eliminate such practices when | 5.1 EMPLOYMENT

OVERVIEW
5.1 EREHR

Honworld Group Limited Environmental, Social and Governance Report 2018
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BERERER 20183R% - HERERWRE
Operating Practices
EEER
Aspect B5 Supply Chain Management
[EEB5 MR EE
General Disclosure Policies on managing environmental and social risks of the supply | 3.4 SUPPLIER
— MR R chain. MANAGEMENT
EIRHE ARG ML g BRBR 3.4 HEHER
B5.1 Number of suppliers by geographical region. 3.4 SUPPLIER
it D EREE - MANAGEMENT
3.4 HERER
B5.2 Description of practices relating to engaging suppliers, number of | 3.4 SUPPLIER
suppliers where the practices are being implemented, how they MANAGEMENT
are implemented and monitored. 3.4 HENER
BRI A MHERMED - MERTEBENNMEREE
AR BRBHIRNITREER A -
Aspect B6 Product Responsibility
[ETE B6 EREE
General Disclosure Information on: 2 UPHOLDING QUALITY
— R ER (a) the policies; and AND REFINING
(o) compliance with relevant laws and regulations that have a | 2. BB @ RITH =
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.
BRMRHERMNREOHREERZS BE  R8 LEBEEMN
KR ITER -
@ EE: &
(o) BFHEITABEAXENHEBEERROINER
B6.1 Percentage of total products sold or shipped subject to recalls for | 2.1 OPTIMIZING QUALITY
safety and health reasons. WITH HEART
PERREREMAHTALZEEFRIEAMARNKNASL - | 21 AUVIRSE
B6.2 Number of products and service related complaints received and | 3.2 CONSUMER SERVICE
how they are dealt with. 3.2 HEEHRY
BN EmIRB R FE B A REE X -
B6.3 Description of practices relating to observing and protecting | 2.2 INNOVATION
intellectual property rights. CONTRIBUTING TO
Rl R E RARIE A EREEWOED - CRAFTSMANSHIP
22 BT E
B6.4 Description of quality assurance process and recall procedures. 2.1 OPTIMIZING QUALITY
B SRTEBREREREBIER WITH HEART
2.1 AR E
B6.5 Description of consumer data protection and privacy policies, how | 3.2 CONSUMER SERVICE
they are implemented and monitored. 3.2 HEEHR®E
FUE B EBBRRERFLBEE - AREERITRER % -

ZEMNBERRAR —T—\FRR
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BRENER 2018 RE - HERERKRE
Aspect B7 Anti-corruption
[BEB7 RES
General Disclosure Information on: 1.2 CORPORATE
—MRIREE (@) the policies; and GOVERNANCE
(b) compliance with relevant laws and regulations that have a 2 RAEIER
significant impact on the issuer relating to bribery, extortion,
fraud and money laundering.
AR ILRRES - 1R - MEFRERER
@ BE: &
(b) EFHBEITABEAXENHEBERELROINER
B7.1 Number of concluded legal cases regarding corrupt practices | 1.2 CORPORATE
brought against the issuer or its employees during the reporting GOVERNANCE
period and the outcomes of the cases. NRER
#Ei&ﬁﬂﬁﬂ‘%ﬁéﬁ/@iﬁ@%%ﬁj’ﬁaﬁ S ESIRAAR IR
ERSEIFEN
B7.2 Description of preventive measures and whistle-blowing | 1.2 CORPORATE
procedures, how they are implemented and monitored. GOVERNANCE
P e iE e R B RIE T - ARABERITRERTTE - 2 RAEEE
Community
HE
Aspect B8 Community Investment
[EHE B8 HERE
General Disclosure Policies on community engagement to understand the needs of | 6. PERFORMING GOOD
—R %R the communities where the issuer operates and to ensure its DEEDS WITH
activities take into consideration the communities’ interests. TRANSMISSION OF THE
ﬁFaLA%EEiJKTﬁ” EEMEMERFEENREREESTDEE ET MAJOR PRINCIPLES
I ) 5 B BUE 6. MRS KEXE
B8.1 Focus areas of contribution (e.g. education, environmental | 6. PERFORMING GOOD
concerns, labour needs, health, culture, sport). DEEDS WITH
BT EREE(NHE - BEEE  BIFHK #F - b B8 TRANSMISSION OF THE
B)e MAJOR PRINCIPLES
6. TARE  WEXE
B8.2 Resources contributed (e.g. money or time) to the focus area. PERFORMING GOOD
EEISHEMBAER(NEENRH) - DEEDS WITH
TRANSMISSION OF THE
MAJOR PRINCIPLES
6. FARS  KEAR
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