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Northeast Electric Development Company Limited (“NEE” or the
“Company”) and its subsidiaries (collectively referred to as the “Group”,
“we”, “us” or “our”) have been preparing the Environmental, Social and
Governance Report (the “Report” or the “ESG Report”) since 2017 and
publish it at the fixed period annually. This is the third consecutive year that
the Group has published its annual Environmental, Social and Governance
Report. Based on practical experience of previous years, we strive to
further implement the concept of sustainable and healthy development. The
Report aims to give a fair picture of the Group’s exploration, development
and practice in respect of environmental protection, corporate social
responsibility and corporate governance in 2019, in a bid to help more

stakeholders better understand the Group’s achievements in this respect.

During the preparation of the Report, the standards and guidelines we
followed and referred to include the Guidelines of the Shenzhen Stock
Exchange for Standardized Operation of Companies Listed on the Main
Board, the Environmental, Social and Governance Reporting Guide (“ESG
Reporting Guide”) stated in the Appendix 27 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited, the
Guidelines for the Preparation of Corporate Social Responsibility Reports
in China issued by Chinese Academy of Social Sciences and the GRI
Sustainability Reporting Standards issued by the Global Sustainability
Standards Board.

The Report covers the period from 1 January 2019 to 31 December 2019.
During the reporting period, the Group proactively promoted business
transformation. Specifically, Hainan Garden Lane Flight Hotel Management
Co., Ltd. (“Garden Lane Flight Hotel”), a subsidiary, independently
developed hotel-related business, adding hotel accommodation and catering
services into its business scope. Therefore, the Report focuses on the
performances of the Company and its subsidiaries Fuxin Enclosed Busbar
Co., Ltd (“Fuxin Busbar”) and Garden Lane Flight Hotel on environment,

social responsibility and governance during the reporting period.
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As the supreme decision-making division for ESG management of the
Group, the Board of Directors is primarily responsible for the formulation
and supervision of ESG strategies, ensuring the establishment of effective
ESG risk management and internal supervision systems, and is responsible
for considering and approving annual ESG reports. Meanwhile, the Group
has designated relevant functional personnel to form a working group
which shall carry out annual ESG work pursuant to the ESG management
strategy resolved by the Board, and is mainly responsible for assessing and
identifying ESG-related risks, making improvement plans, collecting and
submitting data related to ESG management to the Board and preparing

annual ESG reports.

Core Business

During the reporting period, based on the original research and
development, design, production and sales businesses of power transmission
and transformation equipment related products, the Group pushed forward
the Company’s overall transformation and upgrading from the traditional
manufacturing sector to modern service industry, and made great efforts
to expand hotel accommodation and catering business centering on airport
hotels and relevant supporting services, with a view to seeking new business
opportunities and profit growth drivers. As of the end of the reporting
period, initial results have been achieved from the relevant business
transformation which has brought about new momentum to the Company’s
sustainable operation and development. Main products include enclosed
busbars mainly used for power system to improve the energy efficiency of
transmission lines and support high power transmission (being an important
piece of equipment for power system) and hotel accommaodation, catering,

and management services.
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Corporate Vision

Vigorously fulfilling its environmental responsibility of “Friendly
Environment, Warm Home”, the Company strives to create an
environment friendly enterprise. In line with the business objective of
“Good Faith for Reputation, Everlasting Innovation”, it provides
customers with better products and services through the concerted efforts of

all employees to keep abreast of the times and struggle ahead.

As a responsible and visionary enterprise, we create value to shareholders
and potential investors through optimising corporate governance,
environmental protection, talent development and factory environment
investment, and simultaneously support our business philosophy and
objectives, promote sustainable development strategy, implement
environmental-friendly policies, fulfill corporate social responsibility,
devote to sustainable talent growth, and endeavor to build a more pleasant

and harmonious social environment.

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

recommended best practices as specified therein.
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Environmental Responsibilities ¥ 38 & {1

The Group has always adhered to the environmental protection concept
of sustainable development, endeavoring to create a resource-conserving
and environment-friendly development model so as to contribute to the
construction of social and ecological civilization. During the reporting
period, the Group conscientiously complied with and implemented national
laws and regulations on environmental protection, energy conservation and
emission reduction, strictly controlled pollutant discharge with focuses on
wastewater, carbon emission and waste management. Besides, it developed
Control Procedures for Identification and Evaluation of Environmental
Elements, Emergency Response and Preparation Procedures and Risk
Response and Control Procedures so as to effectively control environmental
risks. Each production and operation unit set environmental objectives at
the beginning of each year, detailed the objectives, and carried out monthly
assessment and included the results in salary performance, ensuring the
fulfillment of environmental responsibilities and social commitments.
Meanwhile, the Company has established and constantly improves the green
management system, energetically explores a low-carbon business model,
adheres to transformation of energy-saving technology and exploiting
potential to reduce consumption, and continues to promote the construction

of an environment-friendly enterprise.

1. Emissions

According to the Environmental Protection Law of the People’s
Republic of China, the Law of the People’s Republic of China on
the Prevention and Control of Atmospheric Pollution, the Law
of the People’s Republic of China on Prevention and Control of
Water Pollution, the Law of the People’s Republic of China on
the Prevention and Control of Ambient Noise Pollution, the Law
of the People’s Republic of China on Prevention and Control of
Environmental Pollution by Solid Waste, the Energy Conservation
Law of the People’s Republic of China, the Law of the People’s
Republic of China on Promoting Clean Production and other
laws and regulations, the Group attaches great importance to the
impact of various pollutants on the environment and emission

management standards. Currently, pollutant discharge management
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has been included in the environmental performance assessment
of affiliated enterprises. Environmental protection specialists have
been assigned in each hotel and production factory. Environmental
performance assessment has been linked with personnel
performance and promotion, which clarifies “responsible persons,
responsibilities, tasks, rewards and punishment”, making
sure that assessment indicators in connection with environmental
protection cover all operation procedures. In 2019, there was no

environmental violation with significant impacts on the Group.

At present, the Group focuses on hotel and catering management
and the research and development, design, production, and sales
of power transmission and transformation equipment related
products. The business scope has changed from last year, and
therefore emissions have increased accordingly. Exhaust gases,
wastewater, solid waste, noise, smoke, dust and other pollutants are
generated during production and operation activities. The specific

composition of emissions is as follows:
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No. |[Type Substance emitted Amount/Weight in 2019 Amount/Weightin 2019
JPER A HEim 20194 it it 20194t i it
Atmospheric Emissions Dust N .
1 e G HER - 0.096mg/m 0.116mg/m
) Smog
3 Nolse 45-53db 50-530B
15
Carbon dioxide
4 — & (L 47.4¢ 1.7t
Nitrogen oxides
5 ey 1.25¢t 1.3t
Sewage Emissions Industrial wastewater N .
6 REKHEIL A REREAK 1540m 1245m
Sanitary wastewater 5 .
7 SRR 10286m 1418m
3 Wastes Recyclable waste L1t 19t
JEZEY) RIELkEEY ' )
Non-recyclable waste
9 B [ BEY) 184t 17t
Hazardous waste
10 ol BEW) 0.75t 0.8t
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Power transmission and transformation products - Design and
processing of closed busbar

During daily production, only greenhouse gases are released.
Other pollutants generated like industrial wastewater and exhaust
gases contain no dangerous chemical substance after filtration
and can be directly released after meeting the environmental
protection standards. Besides, there will be little dust and smog
that is negligible and mechanical noise of no higher than 60dB
within environmental protection standards. During the processing
of materials, recyclable waste of solid leftover materials will be
generated, such as waste aluminum, iron and copper. In 2019, a total
of 1.1 tons of solid recyclable waste was generated, down slightly

from last year.

Hotel accommodation, catering and hotel management services

In the newly-expanded business area, the Company also fully
considers a plan that will reduce the impact on environment in
building design, room renovation and equipment selection for the
hotel catering project. During project construction, the Company
actively took measures to control the pollution of smoke, dust,
noise, exhaust gases, wastewater and solid waste on the construction
site within the scope specified by laws, regulations and construction
management rules. After hotel catering premises were put into
operation, a series of environmental protection measures in strict
accordance with national standards were also implemented. The
project has passed the environmental protection acceptance for
completion of construction projects by the local environmental

protection bureau.

-

i 52 V6 7 i — B PH RERE ST B i T

HEAETHTEFBCEERE  EE£L
BEREATHEMAEEERYERNT
EALERKNBERESEY) - BRI
EFROREAVIE LT EEPER  EED
By RESA TRV BT © EA N ER
60dBfF & ER (REELEATIRARIE B+ FEAF LY
AN e o e AR [ A8 8 A Bkt /Yy T [E] W
FEEEY) > QN g ~ BE SRR 3 $ % > 20194F
SEEtEE AL 1A [ A8 7T B U RS Y > B
REME TR -

TR e~ 2 B T A R, 5

E R R Y S 5 Ik > A B IME T TS
K BRI H VSRt ~ & P S ekt
EA LR E RS IRE BN TE
FEIH H i L A8 R o R SR B A 95 e 3R
SHIHEE ~ R - BER - BEOK - [EREREE
VIF SRR AR - AR TEER
TERFEN - SR REE ST AE
BRI BRI IRBERIEERIT — RIRER
PREETENIE » %10 H B E IR IR S
B Ry E T H 0k TR R B UL -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2019
BB @RS 2019

Environmental Responsibilities ¥ 38 & {1

Exhaust and greenhouse gas emissions

In view of the business nature and production activities of the
Group, carbon dioxide, nitrogen oxides, little dust and other exhaust
and greenhouse gases are generated during daily operation, mainly
from (1) the combustion of fuel supplied by gas pipes for cooking
with kitchen stoves in hotels and boiler heating; (2) the using of
refrigeration materials by air conditioners in hotels and office areas;

(3) factory machining; and (4) seasonal heating, etc.

The Group strictly complies with the Law of the People’s Republic
of China on the Prevention and Control of Atmospheric Pollution
and continues to implement effective environmental protection
measures. We have maintained the overall emission density of
exhaust and greenhouse gases at a relatively low level. For smoke,
dust and other pollutants produced during the operation process,
we try to avoid open operation and set up ventilation devices. We
use paint spraying equipment meeting national environmental

protection standards to reduce the emission of harmful gases.

Greenhouse gases of the Group mainly come from air conditioning
and seasonal heating in hotel rooms and office areas. A number of
serious energy-saving policies were implemented in 2019, details of

which are described in the section of “Use of Resources”.
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The Group’s emission of greenhouse gases is summarised as = BRS¢
follows:
Weight (tons of Weight (tons of
carbon dioxide) carbon dioxide)
Item EEOH A e | HEROEEE)
HH 2019 2018
Total emissions 47.4 1.7
EE e
Density (Emissions/Employees) 0.30 0.01
wEHRER)
1.2 Sewage emissions 12 BERHE
The Group has fully satisfied the regulations provided in AEEE2HEEEER(FEALR
the Law of the People’s Republic of China on Prevention HEFIEG K7 275 6024 ) Te B 75 e Bl
and Control of Water Pollution and the Notice of the State W KT 220506 1T By 51 &1 109 28 H1)
Council on Issuing the Action Plan for Prevention and SR > EENAEERFEEIEEK
Control of Water Pollution. The producers under the Group TEER B UL s » B R ER o 7K Bz HE
have installed water recycling facilities. Most of the water KB ) SE B N R B
supply and drainage facilities are provided and managed o A2 TS /K 5§ B B 7 H2e i A 28
by property management companies, and the Group has HERT -

discharged all domestic wastewater in accordance with the

national control standards.
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Environmental Responsibilities ¥ 38 & {1

In 2019, as a result of the high demand for domestic water
of new business, industrial wastewater and domestic
wastewater discharged during production, operation, and
hotel running by the Group and domestic sewage generated
during daily office work by employees amounted to
11,826,000 cubic metres, an increase of 344% from last
year. Wastewater discharge intensity is 11,826,000 cubic
metres/RMB100 million revenue. All the Group’s business
sectors strictly comply with the requirements of the Law of
the People’s Republic of China on Prevention and Control
of Water Pollution and other national laws and regulations,
as well as emission standards, environmental impact
assessment documents and pollutant discharging licenses,

and discharge in accordance with standards.

Waste emissions

The Group generates waste during its operation. We have
established and strictly implemented a waste management
system, aiming to properly dispose all types of waste. In
addition to effective waste management, we also promote
the concept of circular economy throughout the operation
process to reduce waste as much as possible. We encourage

reuse, recycling and replacement of waste.
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1.31 Hazardous waste

Although the Group produces little hazardous
waste every year, we have prepared the guidelines
on management and disposal of hazardous waste.
Any harmful waste produced will be disposed of in
accordance with relevant environmental protection
rules. As activated carbons for environmental
protection facilities need to be replaced every six
months, 0.75 ton of hazardous waste-activated

carbon generated.

131 HEERED
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Weight (tons) in 2019

(tons of hazardous waste)

Weight (tons) in 2018

(tons of hazardous waste)

20194 Hi it 20184F Hi it
(i 5 152 58 W) (i T SEY)
Total emissions 0.75 0.8
PEAs &
Density (Emissions/Million revenue) 0.01 0.02
R CHER HE A

1.32  Non-hazardous waste

Certain non-hazardous solid waste is inevitably
produced by the Group during machining and
operation of hotel restaurants, mainly from raw
material cutting and processing, kitchen waste of
hotel restaurants, daily garbage of hotel rooms and
waste from office work of employees. We adopt the
classification management and centralized disposal
of nonhazardous solid waste, while non-recoverable
waste like paper and domestic waste is cleaned
by qualified sanitation company. Recoverable
solid waste, such as waste paper, scrap metal and
wood refuse, is recycled. Discharge of main non-

hazardous waste is summarised as follows:
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Weight (tons) in 2019 Weight (tons) in 2018
Type ok () o (i)
HR 2019 2018
Recyclable waste — Copper 0.35 0.18
A [ U 5 —i
Recyclable waste — Aluminium 0.30 0.75
A [E] U BE—si
Recyclable waste — Iron 0.4 0.2
BIEld
Non-recyclable waste — Garbage 184 17
Al [El g B —A iRk
In order to reduce waste emissions, the Group By TRV BEEYRER 0 AR
actively promotes the related projects in regard to E 45 & FEBREM > TR
upgrading and transforming production process, A E T8 RS
using substitutes and advocating demand as needed BEEFEN =7 -
by combining with business characteristics, and FRHEAEAHBEIE EH R > T E
examines the amount of non-hazardous waste HHfm & &5 B S E BE Y)Y
produced by each department regularly, so as to HERE B 5L - 1A [E
reduce the overall impact of non-hazardous waste REGEE EANRERE
produced on the environment during business YR S o
operation.
. Further optimise the design drawing, avoid . i — B B L& st
reworking, reduce the use of raw material 4K 0 R/ KR T
and production of scraps, through which the BV A RN (58 R
Group decreases waste from sources; EBAERIEL R
FENR R W=/l

AE 3
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Replace disposable hotel supplies with
recyclable products and try to provide
plastic products only when customers are
in need, so as to cut the overuse of earth

resources;

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

sides, recycle and use waste printing paper;

Apply “environmental protection
logos” in hotel rooms to remind customers
to reduce the frequency of changing
accommodation supplies, so as to reduce

goods consumption and save water;

Launch “Clean Your Plate Campaign”
and post warm tips in all restaurants and
canteens suggesting moderate number of

dishes;

Change work model and advocate paperless

office to reduce unnecessary paper waste.
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Use of Resources

The Group strictly abides by the Law of the People’s Republic of
China on Conserving Energy, the Measures for the Administration
of Industrial Energy Conservation, the Technical Regulations
on Energy Conservation Design of Engineering Machinery and
Standard and Common Industry, the Design Code for Energy
Conservation of Machinery Industry, and other laws, regulations
and government rules. We have developed energy-saving systems
and standard requirements based on business characteristics to
further strengthen energy-saving management. Through measures
such as promotion of energy-saving equipment and electrical
appliances and setting steps to carry out classified collection of
waste, we implement the environmental protection concept of
energy-saving and consumption reduction in all aspects of industrial

production and hotel operation.

2. B

A E B s sy (A RS FIEGRT#IFE
FOE) (LHEEEHENE) ~ (CLEH

W~ B TR BE AR

FHEAT A E ) T

CHEpH 7T R FE ST T ) TR R R
JFRREHE - BFIERE R B RHE T
B REHI EENIAR K » P IREIAEE
H o il E AR AR S~ B
FEFT RIS SR B8R - B RE R RERY
ROREL 202 A B T3 A FE RN 5 8 1Y &
THERER ©

2.1 Energy consumption 21 REPRINERE
The main energy consumption of the Group in its daily BEHHKEREAEERHEEE
operations is electricity and water consumption. HY T ZRETROHFE -
Density (per Density (per
Type of Consumption Million revenue) Consumption Million revenue)
No. resource Unit in 2019 BRE(FEE in 2018 HBE(FED
FRok | IR AR Lii§ DA i FEHI20194F B ) 20194 i #EH20184F BN )20185F
1 Power Kwr/h 3,234,500 32,345 1,180,000 36,521
B
2 Water \H 11,826 118 2,663 82
K
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We took proactive measures to achieve the goal of using
electricity economically and efficiently and reducing
carbon emissions. Through the publicity of environmental
protection knowledge in various channels and the adoption
of effective measures, the electricity efficiency of the Group
has been improved correspondingly with everyone’s joint

efforts:

. Ensure the normal operation of equipment by
reasonable renovation and update, regular repair
and maintenance of equipment used in factory

workshops, hotel rooms and office areas;

. Improve the air conditioning and lighting
management of public areas and hotel rooms,
adopt a series of appropriate energy-saving and
environmental protection measures, including the
installation of energy efficient lighting devices
(such as LED lamps or energy-saving light bulbs)
to reduce power consumption, replacement of
heat recovery wheels of new fans in guest rooms,
advocating turning off lights when the natural light

suffices in the office areas;

. Apply energy-saving measures of cooling and air
conditioning systems, and encourage employees
to open windows to circulate air and shut down
air conditioners as much as possible when it is in
moderate temperature, in an effort to save energy

and reduce emission.

In addition, the Group vigorously pushes green office,
advocates green traveling by encouraging employees
to take public transportation or shared bicycles and
arranging a commuter bus for employees to solve the “last
kilometer” travelling problem of employees, thus reducing

the emission of exhaust gas.
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Environmental Responsibilities ¥ 38 & {1

Water consumption

Due to the Group’s business nature, there is domestic
water consumed in the daily office, dining and bathing
process of employees, water for watering the lawn and fire
demand, apart from the water consumption in the product
manufacturing process. Domestic water is sourced from
municipal water supply. Most of the water supply facilities
are provided and managed by property management
companies, so the procurement of suitable water sources is

not relevant to the Group.

In order to standardize the water utilization, relevant water
resource management measures have been formulated
by all business sectors of the Group based on their
own characteristics, including the Regulations on the
Management of Water, Electricity and Gas Consumption
in the aspect of machining business and the Measures for
the Management of Water and Electricity Conversation
in the aspect of hotel catering business, etc., to strengthen
the management and utilization of water resources. We
continue to strengthen the publicity, education and training,
actively arrange water management personnel of each unit
to participate in different water-saving business training,
encourage them to learn more and enrich knowledge
through online platforms, and encourage each unit to
actively implement various water-saving publicity and
education activities according to its characteristics of water

utilization.
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Environmental Responsibilities ¥ 38 & {1

2.3 Use of packaging material

Based on the nature of our business, during processing of
materials provided by clients, production and packaging,
and restaurant operation, the Group will consume a large
amount of packaging materials for product packaging. In
2019, a total of 16 tons of packaging materials was used,
and the amount of consumables increased by 9.75 tons year

on year, the specific comparison is as follows:

23 EEMBHEE
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Type Weight (tons) in 2019 Weight (tons) in 2018
A HH 5t (1) 2019 5 5 (1§ ) 2018
Wooden box 6.5 2.6
S|
Carton 0.8 0.35
Gi%iE]
Plastic 0.7 0.3
Box iron 8 3
R S
Total 16 6.25
HaE
Density (Weight/Revenue in millions) 0.16 0.19
wBEER HERA)

Environment and Natural Resources BRI R E PR

We always adhere to the concept of environmental protection
responsibility, pursue e the philosophy of sustainable environmental
protection in the Company’s operation and production and
employees’ work and life through internal management, and
implement various resource saving measures, such as selecting
environment-friendly materials as much as possible in hotel
decoration and construction, starting business after passing the
environmental impact assessment test by environmental protection
department; setting up air cleaners in guest rooms and the lobby,
and retrofitting old boilers to cut carbon emissions; carrying out
video conferences to reduce unnecessary business trips; simplifying
the venue decoration, reducing unnecessary roll screen, podium KT
board, etc., printing necessary table cards, banners, reminder boards

only, and maximizing the efficiency of reuse as much as possible.
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Environmental Responsibilities ¥ 38 & {1

In order to fully implement the concept of sustainable development,
the Company actively guides its subsidiaries to promote green
office, encourage them to save resources and energies, reduce
pollutant emissions, and use and recycle renewable products. At the
same time, the Company is people-centered, advocates harmonious
working, and actively creates a green and comfortable office
environment for employees. Employees adopt the form of network
office, and are encouraged to print files and materials on both
sides, arrange and recycle reusable paper regularly. The Company
promotes to grow plants in the office to purify the air and reduce air

pollution.

Meanwhile, we focus on the environmental education and advocacy
among staff to raise the awareness of our people to understand the
importance of resource conservation. They are encouraged to make
full use of resources, to maximize their effectiveness and to avoid

wastage of resources.

We encourage employees to actively participate in environmental
public welfare activities, and arrange for employees to participate
in the public welfare activity themed marine organism proliferation
and release of “Gratitude for Marine ¢ Love for Hainan”
organized by the substantial shareholder HNA Group. In addition,
we actively encourage employees to actively practice green public
welfare activities in their daily lives, such as driving to and from
the workplace as little as possible, taking public transportation, and

minimizing the waste of working meals in the canteen.
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Social Responsibility #1 €7 £ {F

Economic Benefits

The Group has always focused on its economic responsibilities,
aiming at economic responsibility goals in such aspects as
improving economic benefits, implementing product and service
quality management, protecting the interests of consumers,
maintenance of long-term cooperation with suppliers and innovative
development. Taking “quality priority and service first” as
the Company’s management philosophy, we value consumers’
experience, sincerely accept various opinions and suggestions, and
deal with product and service complaints efficiently, which enables
us to continuously improve the hotel service and product process,
and maintain our good image in the market. Meanwhile, we also
regard all suppliers as our important business partners, and actively
establish good long-term relationships with them, to provide

enduring impetus to the Group’s stable development.

Product Responsibility

Focusing on product quality, the Group has built and implemented
a strict quality management system. During the year, we have
formulated the Quality, Environment, Occupational Health and
Safety Management Manual and the Procedure File for the product
manufacturing process of Fufeng Busbars, and implemented
metal enclosed busbar standard GB/T8349-2000. We set up the
quality inspection and process department, and increase relevant
functions of product process inspection, thus effectively ensuring
inspection in the production process and process implementation
effect. At the same time, the product quality is strictly controlled by
increasing the number of full-time inspectors and implementing the
employment system for part-time inspectors in each workshop. We
also encourage employees to make technological innovations and
minor reforms to improve the process, enhance the product quality
and productivity. During the year, we have promoted technological
renovation and achieved 3 new product research & development

and innovation.
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To standardize product quality appraisal and substandard product
recovery procedure, we formulated the Regulations on the Control
and Management of Substandard Products, the Quality Rejection
System and the Substandard Product Control Procedure to define
the power and responsibilities of the person in charge of test,
acceptance and release. The Notice of Reworking and Repair and the
Notice of Defective Products shall be issued when non-conforming
products are found in the appraisal process, and the quality
responsibility will be investigated. We also think highly of the after-
sales service of products on the basis of ensuring the quality of ex-
factory products, and have formulated the After-sales Management
Regulations and the Regulations on Quality Information Feedback
and Service Management. If products are found to be of serious
quality defects or hidden dangers after they are sold, they shall be
timely recalled or other effective measures shall be taken, so as to

further improve the quality of products and services.

We insist on the supplier access and evaluation mechanism in the
hotel catering business in which the Group is engaged, and have
signed commitment letters of food safety and quality with all
suppliers to strictly carry out quality, environment, safety standards
and inspection systems, strictly implement regulations on the
usage and management of food additives. Each of the procurement,
inspection, storage, processing and production links is under strict
control to ensure the food safety and specification, striving to offer

high-quality catering services for each customer.
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Service Responsibility

As a hotel operator, we keep up with the market trends and demands,
devoting to creating an airline hotel brand and delivering high-
quality and convenient services and facilities for each customer. To
this end, we have established a set of strict management regulations
and rules for hotel and catering service quality as core standards
of personnel management, operation and management and service
quality management, including but not limited to the Operation
Manual, the Operation Manual of Marketing Management, the
Catering Regulations and Rules, the Catering Standard Operating
Procedures, etc. In addition, we have insight into customers’
demands, establish complaint and suggestion mechanisms, actively
collect customers’ opinions for regular analysis and research, with
an aim to improve the hotel operation and employees’ performance,
and continuously strengthen the service awareness of staff in the
hotel.

The Group is firmly against any fraudulent and exaggerated
promotion in the process of product sales and hotel operation. \We
closely monitor the authenticity and positivity of the promotion
contents. All product labels and advertising promotional materials
must comply with the Group’s policies and only can be withdrawn
from the market upon careful inspection. Furthermore, the Group
strictly complies with all laws and regulations related to the privacy
of personal data. In accordance with our privacy policies, all
personal data collected must be kept strictly confidential, including
setting different levels of access, only granting access to and
handling customers’ personal data by the authorized personnel,
requiring hotel staff to sign confidentiality agreements, keeping

relevant records of the access to customers’ data by staff.
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Supply Chain Management

Based on years of operational development experience in the
electrical equipment manufacturing industry, we have gained a good
understanding of the industry and its upstream and downstream
industries, and evaluate and manage suppliers on that basis to select
qualified suppliers and create files for qualified suppliers. Suppliers
are evaluated according to the Supplier Evaluation Standards.
Supplier of bulk raw materials and electrical components are
relatively stable with good credibility in cooperation. During the
reporting period, the Group is not aware of any significant quality

issues and supplier complaints.

With regard to our newly developed hotel catering business, we
carefully choose suppliers and contractors, and select accredited
partners. At present, we have established a reliable supplier
network, offering diversified products and services covering
catering, cleaning and laundry, guest room supplies and hotel
facilities. As the supply chain is directly linked to the level of
services we provide for customers, the Group maintains close
liaison with our suppliers to monitor their performance and ensure
compliance with our service commitments, in an effort to provide

superior living experience for our customers.
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In order to efficiently manage the supply chain and lower risks,
the Group’s procurement department is in charge of the unified
management of procurement matters related to daily hotel operation.
We have established a sound management system for the supply
chain system to improve its coordination and stability. Meanwhile,
due to a deep knowledge that procurement decisions may have a
profound impact on the society and environment, possible adverse
effects of the procurement process on the environment and society
are reduced as much as possible, such as taking the environmental
protection into consideration when purchasing hotel appliances
and supplies, purchasing environment-friendly products as far
as possible, including LED lights, biodegradable shopping bags,
hazardous chemicals and cleaning supplies with environmental
certification and labelling, and advocating purchase of green
and local agricultural products. In the future, we will continue to
strengthen the screening and evaluation of suppliers, and welcome
the participation of qualified, competent and quality suppliers to

achieve “win-win development”.

Similarly, we also attach great importance to the relationships
with suppliers and regard them as important business partners
in the design and processing process of power transmission and
transformation equipment related products. All suppliers are
selected in strict accordance with the supplier selection process.
The professional review panel has conducted stringent accreditation
on suppliers’ qualification, technological capacity, productivity
and others. Only those accredited suppliers will be on the list
of cooperative units, by which the raw materials necessary for

production are offered.
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During the year, the Group is not aware of any major suppliers’
actions or practices that had a significant negative impact on
business ethics, environmental protection, human rights and labour

practices.

Employment

At the strategic perspective of maintaining the healthy development
of the Company, we are fully aware that employees are one of
our valuable assets, and ensuring employees’ interests and career
development is our important social responsibility. Therefore,
we effectively implement the principle of “legal and reasonable
employment, promotion of harmonized labour relationship”.
Strictly complying with the Labour Contract Law of the People’s
Republic of China and local laws and regulations, and sticking to the
principles of equality and diversification, the Group has established
a fair, democratic, competitive and meritocratic selection and
employment mechanism and enters into labour contracts in
accordance with the law. Meanwhile, we have formulated and
improved relevant policies and implementation rules including
the Salary Management, the Recruitment Management, the
Administrative Measures for Employees’ Vacation and the
Employee Manual. The human resources department strictly
controls the attendance time and salary structure of employees,
evaluates the performance and ability of employees on a regular
basis and takes such results as the benchmark of employees’ salary
adjustment and promotion. At the same time, the department
managers are also encouraged to actively communicate with
employees and give them feedback to continuously improve their

performance and efficiency.
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In order to improve employees’ identification and belonging, the
Group also actively provides multiple benefits for employees
including annual physical examination, holiday allowance, high
temperature allowance etc., enabling each staff to be respected
and cared as much as possible, thus enhancing the corporate

cohesiveness.

The Group strictly forbids any unethical employment approaches,
including child labour and forced labour in the workplace, ensures
employees to enjoy labour rights and perform their obligations in
accordance with laws, and earnestly fulfills social responsibilities.
During the year, the Group is not aware of any material violations of

laws and regulations relating to employment and labour practices.

Health and Safety

We are committed to providing employees with a safe and healthy
environment for daily working and clearly identify “emphasis
on employees’ health and concern with occupational health”
as one of our corporate responsibilities, which is essential to
improving occupational health and work efficiency of employees.
In strict abidance by relevant national laws and regulations on
occupational health, including but not limited to the Work Safety
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 Occupational Safety and Health Rules, we have
developed an internal safety management manual in which a
number of safety management and accident prevention measures
are set out, and provide employees with labour protective articles
including masks, gas masks, protective glasses, gloves, work
clothes, towels in accordance with labour protection requirements.
Physical examination for employees is arranged each year. Canteen
management personnel will take physical examination for health
certification, and trainings are provided to personnel in special

positions for operation certificate.
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Development and Training

In order to effectively respond to market competition and industry
changes and with the awareness of the importance of cultivating
talents and enhancing professional skills to employees and
an enterprise, we encourage employees to receive continuing
vocational education and participate in professional training, such
as the qualifications and follow-up training of secretary of the
board organized by the Exchange, the follow-up training of the
listed company’s financial controllers, the independent directors’
compliance training, to systematically learn and master relevant
professional knowledge, which provides a practical guarantee
for them to continuously update the knowledge and information
required for their performance of duties as well as to enhance their

ability to perform duties.

In addition, to assist employees in continuously pursuing
excellence in work and enhancing expertise, we will also offer
support to them through a variety of internal training programs,
for example, professional skill improvement trainings relating
to quality management system, special ultrasonic equipment,
high-pressure test operation, argon arc welding, fire safety, new
safety law and new product technology special effects organized
by relevant functional departments. Orientation courses for new
employees enable them to understand the business operations
and working environment and fit into the Company as soon as
possible. The Company also offers regular courses of corporate
culture presentation for all employees to deepen the sense of
corporate identity and boost employee morale. Further, we found
that employees in different post grades and with different career

planning have different individual needs, for which we need to

B RN

Fo T A E S 173555 FRITTRE(E > T
Mg B B AA AR SRR e B T
M EHE EREEN - N8 A
T2HBEEERFNHEEEI > A5
Frél S ERMERE AR ARG ~ £
N E B RER G - WL ES SN
JF > R ZEARBE R K
Fr S B AT R 0 Fnsik B & s TR
FES RO TUIEHIORIE -

50 > B T B B LREWSAE TAF EREnE
SR > Sl M H BRI Mt & A
B A BEHI N ER I B4 T AP R -
BIAIAH BRRE O FT4H BV E B EEAG &
FERER AR - S BRI (E - IR
B O E - R E A B SR
SUERSE R RE TR TR A - R ARG R Tie
AV R AE - (Bt P RE IR AR 2K 55 2
MR TIERE > R A SR e hE
e B THeftry e b ElaRE - IR e
ERFER RIRE LT LA S b I8
HA TR ALRER ~ BEER B F T 1
EEREFERER > KRMTEREREINTT
% RILHEMHIE T ST EEIERE - A
DB G - & LETRRESEPA



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2019

BN~ (L@ T 2019

Social Responsibility # € & %

develop a training scheme. We have designed diversified training
courses and provided them in various forms including business
seminars and online and offline teaching, covering enterprise
management, occupational health and safety, service quality
improvement, corporate compliance, technology R&D, and
environmental management and available for employees of different
types of work and different levels from ordinary employees at the

front-line production and operation to senior management.

Labour Standards

The Company strictly follows the Labour Contract Law of the
People’s Republic of China and other labour laws, regulations and
policies, uphold equal and standardized employment, explicitly
prohibits “child labour” and “forced labour”, and strictly

implements the statutory holidays system.

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

laws and regulations relating to child labour and forced labour.
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Anti-corruption

In active response to the call of regulators on the construction of
an industry of “compliance, integrity, professionalism, and
stability”, the Group continues to establish systems in terms of
combating corruption and upholding integrity (including but not
limited to bribery prevention, extortion prevention, and fraud
prevention), continuously strengthens the education on adherence
to business ethics and the management of relevant personnel
and strictly abides by the Criminal Law of the People’s Republic
of China, the Law of the People’s Republic of China on Anti-
Corruption and Anti-bribery, the Law of the People’s Republic
of China on Anti-money Laundering, the Law of the People’s
Republic of China on Tenders and Bids, the Prevention of Bribery
Ordinance and other relevant laws. The Group always has zero
tolerance for bribery, extortion, fraud, money laundering and other
illegal behaviors. We require our employees and suppliers to be
incorruptible and self-disciplined, always uphold the concept of
integrity and fair competition, and resolutely prevent any bribery
and corruption in business operations. For the purpose of enhancing
transparency and overall ethical standards, helping employees
obtain an better understanding of the Company’s anti-corruption
requirements, improving prevention awareness, we have specified
anti-corruption policies and monitoring measures in the employee
manual, including the definition and scenario description of
bribery of employees and suppliers, for example, gifts and tips
receiving, to assist and let employees to be informed of anti-
corruption requirements, and methods to prevent corruption in daily
operations. Any employee who requests or accepts gifts (money
or in any other form) from suppliers in business courses may be

subject to disciplinary sanction or even dismissal.
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In a bid to standardize the code of conduct of employees and create
a positive and initiative working atmosphere, the Group amended
and improved such internal monitoring rules as the Code of Conduct
for Employees, the Reporting and Complaint Management System,
and the Anti-fraud Management System, and cultivated the sense
of social responsibility and legal consciousness of employees
and encouraged employees and relevant stakeholders to report
misconduct in any form by launching propaganda of integrity cases

during the report period.

Community Investment

The Group is well aware that the long-term development of an
enterprise cannot materialize without the support and engagement
of all parties in the society. As the participant and co-builder of
a harmonious society, we are always grateful, actively give back
to the society and encourage and guide employees to participate
in social welfare voluntary services. We mobilize management
personnel to involve in various public welfare projects led by
regulators and shareholders, for example, one-to-one poverty
alleviation, blood donation, public donation, care for orphans and

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

business in the long run.

During the reporting period, the Group has fully complied with all code
provisions set out in the Guidelines of the Shenzhen Stock Exchange
for Standardized Operation of Listed Companies and the Corporate
Governance Code and Corporate Governance Report in Appendix 14 to
the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited and, where appropriate, adopted the recommended best

practices as specified therein.

To protect the interests of the Group and the shareholders while enhancing
the corporate value, the Group has been adopting a sound structure, good
practices and proper procedures of corporate governance. The Board of
Directors, now comprised of five executive directors and three independent
non-executive directors, is the highest governing body of our Group.
During the year, the directorships were filled promptly. The Group included
a director who has the experience of hospitality business and appointed a
female director, which is favorable to create a governance environment

featuring with board diversity.
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In strict compliance with good corporate governance principles,
the Board has clear division of responsibilities. The Chairman is
responsible for the management and leadership of the Board to
ensure that our Group maintains strong and effective corporate
governance practices and procedure. The Chief Executive Officer is
responsible for the daily management and operation of our Group’s
business, who, with the assistance of other Board members and other
senior management members, closely monitors the operation and
financial results of our Group, identifies the operational deficiencies
and carries out all necessary and appropriate actions to correct
such deficiencies. The Chief Executive Officer is also responsible
for formulating our Group’s future business plans and strategies
which are subject to the Board’s approval. There are the Strategic
Development Committee, the Investment Management Committee,
the Remuneration Committee, the Nomination Committee and the
Audit Committee under the Board, the membership of which will
be adjusted in time based on actual circumstances, so as to lay a
foundation to give a full play of their functions regarding corporate
governance. Each committee regularly evaluates and reviews the

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

During the reporting period, the Board of the Company has
strictly observed the policies and practices stipulated by laws and
regulatory requirements, and also formulated and amended its
regulations with reference to those policies and practices, with an
aim to perfect our corporate governance policies and practices.
The Company continues to focus on the training and continuing
professional development of directors and senior management,
and actively carries out internal review and rectification work to

improve the Company’s governance.

The Group reviews the Governance Code in a timely manner
to strengthen the internal control and improve the prevention
and management of risks. Compliance with the latest regulatory
requirements is thus ensured. For more detailed corporate
governance policies and procedures of our Group and other
information, please refer to the Corporate Governance Report set

out in the Annual Report 2019 of our Company.
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Ve

The Company has complied with the “comply or explain” provisions set AN\ T ESH(FEH AL 5 A IRAT S5 -
out in the ESG Reporting Guide in Appendix 27 to the Rules Governing the &R HI)[iE -+ (B ~ & REaHEE5])
Listing of Securities on The Stock Exchange of Hong Kong Limited. Thetable  Fr#iiy" A RESFERREE (53X » N EBEFTHIE

below sets forth an overview of our compliance with the provisions. JLHIREEE o
Areas, Aspects, KPIs “Comply or explain” Provisions Reference
B ~ R v Bz B S USRS U 385 R R R 106 S page
SE
A Environmental
AR
Aspect Al Emissions
IEEAT HEHY
General Disclosure Information on: (a) the policies; and (b) compliance with relevant laws and regulations 5-6
— A EE 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.
F R BE R OR = RESHEN - HK R T#HIHES - BERBERAYNEES
Bt (a)BUR R (b) ST T A E A BRI H RRE 1 RO BIRY B
KPI Al.1 The types of emissions and respective emissions data. 6
A S SREEFEALL e B A R HEI B
KPIAL.2 Greenhouse gas emissions in total (in tonnes) and, where appropriate, intensity (e.g. per 8-9
e SR HE HEAL2 unit of production volume, per facility).
25 RS AR B ( PANRET 5 fe (B D % 5 (A DA 2 B BE A ~ Tk
EED
KPI A1.3 Total hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. per 11
BH PR A e 1EALS unit of production volume, per facility).
e 4£ 75 F BE s 4 8 (DAMEET 50D fe (A8 F D % (M LA E B BAr - §H
Bdiigc)
KPIAl.4 Total non-hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. 12
B S B R FE IALA per unit of production volume, per facility).
P E A d 5 g e ) 4 i ( DANEE T 50 e (U DD 2 (M DA E 2 B A ~ 197
it &)
KPI Al.5 Description of measures to mitigate emissions and results achieved. 12-13
oA SURHEFEALS 15 210 AE R TR 8 Tt b Pl R
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Avreas, Aspects, KPIs “Comply or explain” Provisions Reference
A~ i i b R S A R TN < AR A 0% 3 page
SZ W

KPI A1.6 Description of how hazardous and non-hazardous wastes are handled, reduction | 12-13
[oH TR EALG initiatives and results achieved.

el s S B R IR BRI 705 ~ JBAEREE AR B AR R TS R
Aspect A2 Use of Resources
IEEA2 BiRER
General Disclosure Policies on the efficient use of resources, including energy, water and other raw 14
— et R materials.

FRE FER (EIERETR ~ 7K R LA A AR
KPI A2.1 Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil) in total 14
[ P 4B AU E 1A 2.1 (kWh in "000s) and intensity (e.g. per unit of production volume, per facility).

FOR RS o 0 B R R R RERE TR (AN ~ RECH ) SR E (DATE T LR s &)

B e (AN LUV R E 2 B ~ BRIEER AT 5D
KPI A2.2 Water consumption in total and intensity (e.g. per unit of production volume, per 14
B EIETRA 2.2 facility).

HOREKE R (A LV R B - IR
KPI A2.3 Description of energy use efficiency initiatives and results achieved. 15
RR SR SR EEA 2.3 7t A 5 (5 P 385 s o T o1 R T 15l R
KPI A2.4 Description of whether there is any issue in sourcing water that is fit for purpose, water 16
R S SR 1A 2.4 efficiency initiatives and results achieved.

i 2SR U F KO R AR R R RE - DAR R F K R st 81 R FT s B R
KPI A2.5 Total packaging material used for finished products (in tonnes) and, if applicable, with 17
BH SR SE IR IEA 2.5 reference to per unit produced.

BURL ST LSRR Y 48 & CDAMEET 50D R (@ A D B AL S &
Aspect A3 The Environment and Natural Resources
IEEA3 RERXAEE
General Disclosure Policies on minimising the issuer’s significant impact on the environment and natural 17-18

— AR

resources.

AR EET N B BRI R R AN I R B A B BUR
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Description of training activities.

ARATETT e BB T LI BRI RIS AR BERYBUR - i iU slEE) -

Areas, Aspects, KPIs “Comply or explain” Provisions Reference
A I~ o i B R S R A T 338 < R R R 163 page
SZ
KPI A3.1 Description of the significant impacts of activities on the environment and natural 17-18
FH S 4 U HE FEA3.1 resources and the actions taken to manage them.
1l S R B BRI R AN RV EE R 2 B N B R IVE A R B VAT E)
B Social
Btk 7
Aspect B1 Employment
EEB] &M
General Disclosure Information on: (a) the policies; and (b) compliance with relevant laws and regulations |  24-25
— R 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.
BRI & e ~ $8HE BT T~ TARRR S (R - PR - Zot(h - I
5 LU B R AEAEY ¢+ () BUSR ¢ Be(b) ST HE&T AAERFZERH
oA R B B
Aspect B2 Health and Safety
[EEB2 RBEHEZZE
General Disclosure Information on: (a) the policies; and (b) compliance with relevant laws and regulations 25-26
— A R that have a significant impact on the issuer relating to providing a safe working
environment and protecting employees from occupational hazards.
BRI M2 & TAFEREE R RfR e B A M ERY ¢ () BUER F(b) ST
HE1T NH E R BRI AR R BIH &k
Aspect B3 Development and Training
[EEB3 BRERIE
General Disclosure Policies on improving employees’ knowledge and skills for discharging duties at work. 26-27
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Areas, Aspects, KPIs “Comply or explain” Provisions Reference

R ~ e i e B S R AR U 38 R R 2 10 3L page
SF

Aspect B4 Labour Standards

/EEB4 TR

General Disclosure Information on: (a) the policies; and (b) compliance with relevant laws and regulations 27

— I R that have a significant impact on the issuer relating to preventing child and forced

labour.

AP TSRS T (B R(b) ST BT AH E AW
B L AP ER

Aspect B5 Supply Chain Management

[EEBS HEHRERE

General Disclosure Policies on managing environmental and social risks of the supply chain. 22-23
— R R A TR R Y B 5 B 1 SRR IR

Aspect B6 Product Responsibility

[EEB6 EREF

General Disclosure Information on: (a) the policies; and (b) compliance with relevant laws and regulations 19-21
— I 5 that have a significant impact on the issuer relating to health and safety, advertising,

labelling and privacy matters relating to products and services provided and methods of
redress.

7 TF P B8 (L P ot A Bl 75 Y PR B B 4~ B B ~ Ao RO PR S L DA R Al
BOTER () BUBR 5 R (b) BT 31T AA E A BRI AR R R BRI R -
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the issuer operates and to ensure its activities take into consideration the communities’
interests.

A B DA I 2 B A it g B8 P A 14 5 25 AN R HL SR VS B 5 R E A 53
HIB R

Areas, Aspects, KPIs “Comply or explain” Provisions Reference
A I~ o i B R S R A T 338 < R R R 163 page
SZ

Aspect B7 Anti-corruption
EEB7 RES
General Disclosure Information on: (a) the policies; and (b) compliance with relevant laws and regulations |  28-29
— R R that have a significant impact on the issuer relating to bribery, extortion, fraud and

money laundering.

FRAGT IREE ~ B - R RO B EERY ¢ () BUR ) R(b)ESFHEITAFE

LB HIAER AR R R B E R -

Aspect B8 Community Investment
[EEBS HERE
General Disclosure Policies on community engagement to understand the needs of the communities where 29
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