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INTRODUCTION, ENVIRONMENTAL,
SOCIAL AND GOVERNANCE POLICIES

This Environmental, Social and Governance Report (the
“ESG Report”) summarizes China Environmental
Technology and Bioenergy Holdings Limited (the
“Company”), together with its subsidiaries (the “Group”
or “we”) environmental, social and governance (“ESG”)
initiatives, plans and performances, and demonstrates
its commitment to sustainable development.

The Group adheres to the ESG management principles
of sustainable development, and is committed to
effectively and responsibly handling the ESG affairs of
the Group. We take this as the core part of our business
strategy because we believe this is the key to our
continued success in the future.

ESG Governance Structure

The Group has established an ESG working taskforce
(the “Taskforce”). The Taskforce comprises of core
members from different departments of the Group and
is responsible for collecting relevant information on our
ESG aspects for the preparation of this ESG Report. The
Taskforce would periodically report to the Board of
Directors (the “Board”), assisting in identifying and
assessing the Group’s ESG risks and the effectiveness of
the internal control mechanism. The Taskforce also
examines and assesses the Group’s performance in
different aspects such as environment, health and
safety, labour standards, and product responsibility in
the ESG perspectives. The Board has set the general
direction of the Group’s ESG strategy and ensures the
effectiveness of ESG risk management and internal
control mechanism.

REPORTING SCOPE

The ESG Report mainly covers the Group’s three major
business operations in Mainland China, including
manufacturing and sales of wooden products, retail
business, and manufacture and sales of renewable
energy products. Unless specified otherwise, we
obtained ESG key performance indicator (“KPI”)
information through the Group’s operational control
mechanisms. We will continue to expand the scope of
disclosure in the future after the Group’s data collection
system becomes more mature and its work on
sustainable development is strengthened.
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REPORTING FRAMEWORK

This ESG Report has been prepared in accordance with
the Environmental, Social and Governance Reporting
Guide (the “ESG Reporting Guide”) under Appendix 27
of the Main Board Listing Rules of the Stock Exchange of
Hong Kong Limited.

REPORTING PERIOD

The ESG Report describes the ESG activities, challenges
and measures being taken during the financial year
ended 31 December 2019 (the “Reporting Period”).

STAKEHOLDERS ENGAGEMENT

Stakeholder engagement plays a core role in the
sustainability of the Group. We recognize the
mechanism for ongoing communications established
with stakeholders to understand and response to
stakeholders’ concerns. The Group has established
different communication channels with  key
stakeholders to report regularly to stakeholders on the
Group’s strategic planning and performance on
sustainable development, and to consult the opinions
and concerns of all parties, so that the Group's business
practices can meet the expectations of stakeholders.
The Group will consider the expectations of different
stakeholders and, through mutual cooperation, enable
the Group to continuously improve its performance and
create greater value for the community.

The Group’s stakeholders include the Board, employees,
government and regulatory authorities, customers,
suppliers, communities, shareholders, institutions and
individual investors, media and non-governmental
organizations. We will communicate with stakeholders
on different topics through different communication
channels. The Group’s communication channels with the
key stakeholders, as well as their expectations and
demand are as follows:
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Stakeholder
5i0E

The Board
EE

Employees

BT

Government and regulatory
authorities

BT B

Customers

=R

Suppliers
fitiEry

Community

&

Communication Channel
iBiERIE

Regular board meetings
EHIETESEER

Daily communications and reports

AEBENER

Training activities

1ElIEE

Team building activities

EIEEE)

Regular performance assessment
ERREEZ

Staff meetings

BTXEg

Daily communications and reporting

BEBERER

Daily communications and reporting
BHEBBLEER
Compliant management
BREE

Fulfillment of taxation obligations
FEARIR

Disclosure of information

SEUKEE
Written communications, wherever
appropriate

REERLUETA SR

Customer activities

BEFEH

Satisfaction questionnaire
SR

Telephone and face-to-face meetings

ERENEETSE

Meetings

o

On-site inspection
BitbER

Regular assessment
ERARTS

Exchanges and mutual visits

E=Es]

Promoting employment
RIEMZE

Community activities
HEEE

Investments and donations

REERE

Expectation and Demand
HREBEIEER

Compliant operations
aRgE

Financial results

BIEGE S

Corporate sustainability

EERAIRHER R

Career development
BEERE

Health and safety
fEREZ e

Remuneration and benefits
FrEMERtEF]

Equal opportunities

FEHE

Implementation of policies
BURHIT

Compliance with rules and laws
BAETE

Tax payment as required by law
LA

Business ethics

[EESEL

Community engagement

HESE

Customer information and privacy protection

EFEENFARRE

Business integrity and ethics

[GEZHEGNEL

Fair competition

/\\ /ﬁﬁ$

Business ethics and reputation

[GESERE =

Product quality

EmEE

Cooperation with mutual benefits

[=] {’Ez <HR

Compliant operations

aRgE

Promoting community development
R EERE

Environmental protection

IRISIRE
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Stakeholder Communication Channel

5i0E iBERE
Shareholders, institutions Annual general meeting and notices

and individual investors BEERBFRE B
BREE. MUENEAREE Regular corporate publications

(including financial statements)

EPNRETY (BEMBHRE)

Expectation and Demand
HREBEREER

Compliant operations
aRgE

Financial results

g

Corporate sustainability

Circulars and announcements, wherever ROTIHEIE

necessary
SRERFEEHERN NS

Corporate website

YNCI G
Media Corporate website
v e,
Circulars and announcements
BRREAS
Non-governmental Corporate website
organization NI i
JAEBATAE LS Circulars and announcements
BREAS

MATERIALITY ASSESSMENT

The management and employees of the Group’s major
function had participated in preparing the ESG Report,
assisted the Group in reviewing its operation and
identifying the key ESG issues, and assessing the
importance of these issues to our businesses and
stakeholders.

We have identified the important ESG issues of the
Group as below:

Compliant operations

BRgE

Promoting community development
BEMEEE

Environmental protection
IRISRE

Business ethics

[EESELR

Health and safety

fERETe

Promoting community development
REHEERE

Environmental protection
IRIERE

Health and safety
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Item Description Item Description

1 Exhaust Gas Emissions 12 Staff Development and Training
BERHER ST E RN

2 Greenhouse Gas (“GHG"”) Emissions 13 Prevention of Child and Forced Labour
RERE ( [R=ERE] ) HW B LB T R sdlss

3 Waste Management 14 Supplier Quality Management
EEERYDERIE HERNESEE

4 Sewage Management 15 Health and Safety related to Products
UL EmiRRAkZE

5 Waste Recycling and Reuse 16 Advertising and Labeling of Products
EEYD IR F FE EmES TR

6 Electricity Consumption 17 Customer Information and Privacy
BEIRRHA BEFRER AR

7 Water Consumption 18 Customer Satisfaction
IKERFEA ERmEE

8 Use of Packaging Materials 19 Product Quality Inspection
BERHER EmESRE

9 Impacts on the Environment and Natural Resources 20 Prevention of Bribery, Blackmail, Fraud and
HIRIBEN KRS R E Money Laundering

FoLEBRRE. #hER. ERGERIEEREE

10 Employee Remuneration and Benefits 21 Anti-corruption Machanism
& TSR AEF) [RE S

11 Occupational health and safety 22 Community Investment

BeERRN e

As at the year ended 31 December 2019, the Group has
confirmed that an appropriate and effective
management policy and internal monitoring system for
ESG issues has been established, and has confirmed the
information disclosed in the ESG Report meets the ESG
Reporting Guide. We will report on issues of stakeholder
attention in more detail in the ESG Report. At the same
time, the results of the materiality assessment will be
used to guide the Group in formulating next year’s ESG
strategic goals and plans, and to continue to advance
the sustainability development progress.
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CONTACT US

We welcome comments and suggestions from our
stakeholders. You may provide your comments on the
ESG Report or towards our performance in respect of
sustainability via email to

investors@merrygardenholdings.com,
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investors@merrygardenholdings.com,
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A. ENVIRONMENTAL

Al. Emissions

General Disclosures and KPIs

The Group adheres to the strategy of sustainable
development in its operations. In terms of
environmental protection, since the introduction of the
ISO14001 environmental management system in July
2014, the Group has been implementing the “Sound
System, Cherish Resources, Treat the Earth well, and
Sustainable Development” policy, with the aim to
reducing energy consumption and GHG emissions, as
well as exploring operating methods that will create less
harm to the environment. We value the importance of
good environmental management, and strive to protect
the environment so to implement the social
responsibility of the Group.

The Group sets control procedures for identification and
evaluation of environmental factors to identify exhaust
gas emissions, pollutants discharged into water, land
pollution, solid waste, and other pollutants. The Group
has implemented and strictly executes the energy
management regulations, waste control procedures and
hazardous waste management systems to monitor
various exhaust gas and GHG emissions, wastewater
disposal, the generation of hazardous and non-
hazardous waste, which are in compliance with the
“Integrated Emission Standard of Air Pollutants”, the
“Emission Standard of Air Pollutants for Boilers”, the
“Integrated Wastewater Discharge Standard”, the
“Standard for Pollution Control on Hazardous Waste
Storage”, the “Hazardous Chemicals Management
Regulations” and the  “Precursor  Chemicals
Management Regulations” of the People’s Republic of
China and other national standards.

The Group also strictly abides by the “Environmental
Protection Law of the People's Republic of China”,
“Water Pollution Prevention and Control Law of the
People’s Republic of China”, “Law of the People's
Republic of China on the Prevention and Control of
Environmental Noise Pollution”, “Law of the People's
Republic of China on the Prevention and Control of
Environmental Pollution by Solid Wastes” and other
laws and regulations related to environmental
protection. Based on this, we will construct and
implement various measures to reduce emissions and
reduce waste. During the Reporting Period, the Group
was not aware of any material non-compliance with
environmental laws and regulations relating to air and
greenhouse gas emissions, sewage discharge, water and
land pollution, and generation of hazardous and non-
hazardous wastes, which would have a significant
impact to the Group.
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Exhaust Gas Emissions

The Group's emissions are mainly originated from
boilers and vehicles. The production lines of the Group
will generate sawdust during the wood cutting process
and the humidity of the material will be adjusted by the
boilers when necessary. In terms of transportation, since
customers will either pick up the goods at factories by
themselves or appoint a third-party transportation
company, the Group’s vehicles are only reserved for
pick-up purpose, hence generating limited emissions.

During the Reporting Period, the Group’s exhaust gas
emissions performance in relation to boilers are as
follows:

Type of exhaust gas
EERIELE

B2 R AR
AEBRERAFMEZRRNBEMNSE, K&
BEEESREERERINIAHS S ELR
K, BRERSURIBEREMHIERE, T8
WAOHE, AREASI IHETRENEZLS
=heHER, AEBNEWMIERERE,
Rt REEEEREH.

RIREE, NEEBEERAFBRREHERN

T

Total emissions (tonnes)
Hep e = (188)

Sulphur Oxides (SOx) FRE LT

Nitrogen Oxides (NOx) S 4

Particulate Matter (PM) $8%/47)

GHG Emissions

The major sources of the Group’s GHG emissions are

emissions from the combustion of fuels generated from

the production process (Scope 1), purchased electricity

(Scope 2) and paper consumption (Scope 3). The Group

has formulated the Energy Management System, and

has actively adopted the following measures to reduce

GHG emissions during operation:

. Actively adopt environmental protection, energy
conservation and water conservation measures.
The corresponding measures are described in the
sections "Energy Management" and "Water
Resource Management" of Aspect A2; and

. Actively adopt measures to reduce paper use in
office. The corresponding measures are described
in the section "Waste Management" of this
section.

Through these GHG emission reduction measures,
employees' awareness of reducing GHG emissions has
been raised.

The Group’s total GHG emissions have increased by
approximately 5% from about 11,824 tCOe in 2018 to
about 10,882 tCO,e in 2019. However, due to the
increase in the Group’s revenue, the total GHG
emissions intensity in 2019 has reduced by
approximately 15.8% compared with 2018. The Group’s
GHG emissions performances are summarized as
follows:
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Intensity
(tCO.e/million RMB

Total emissions revenue)
(tCOze) TE
Indicator: Year HEaE = (BZEHREE/B
HiE L F1p (E—FUIREE) Bt AREKN)
Direct GHG emissions (Scope 1) - combustion 2019 3,857.28
from burning wood trim and saw dust
EEREREEHN (BE—) - 2018 4,264.00 -
R}, SEAMAE
Indirect GHG emissions (Scope 2) - 2019 7,010.02
purchased electricity
RHEREEAHY (HE) - 2018 754731 '
INEE
Indirect GHG emissions (Scope 3) — 2019 14.45
paper consumption
RiEREEEH (FE=) - 2018 1314 '
HREE
Total GHG emissions (Scope 1, 2 and 3) 2019 10,881.75 15.682
mERSHINAEE (BE— k=)
2018 11,824.45 18.63

Note: it

1. GHG emission data is presented in terms of carbon dioxide 7 R ERBSHEIE i At eEE =0, WELEEIEE

equivalent and are based on, including but not limited to, “The TR FRE BT T R (R 1835 T B PR =T/
Greenhouse Gas Protocol: A Corporate Accounting and H) (REGEETHTE. PEDFTHREIZE) | &
Reporting Standards” issued by the World Resources Institute BRI BRI R 7. BB G AT E Y
and the World Business Council for Sustainable Development; (UNTE GRS, HERESRES - WR_. HiEMHE
the latest released emission factors of China’s regional power FEIEIZERRSS)) . BTEalRE L BPIEE DT
grid basis; “How to prepare an ESG Report? — Appendix Il: (FERETIERE) BB F B R E a5 RIS R
Reporting Guidance on Environmental KPIs” issued by the ETHHH (8 EmbeFEISS LN E BAIERHE
HKEX; “Global Warming Potential Values” from the IPCC Fifth ) .
Assessment Report, 2014 (AR5), and “Greenhouse Gas
Inventory Guidance: Direct Emissions from Stationary
Combustion  Sources” issued by the United states
Environmental Protection Agency.

2. As at 31 December 2019, the Group’s total revenue was 2 R T NFF_H=1—H, REEFRGENBLIN
approximately RMB694,052,000. This data is also used for FE#% 694,052,000 7T, UEEHFI S HIEATERMEZE
calculating other intensity data. 7%,

Wastewater Management BE KB IE

The Group will discharge domestic sewage and boiler
water during daily operation process, and only a small
amount of domestic sewage will be discharged during
operation. In regards to domestic sewage, the Group has
built a domestic sewage treatment system, and treated
domestic sewage can be discharged upon reaching the
standard and used for irrigation. The detailed sewage
reduction measures are described in the section “Water
Management” of Aspect A2.

Waste Management

The Group adheres to the principle of waste
management, and is committed to properly handling
and disposing all waste generated by our business

AEETEABESBETEAMNER KRS
VERK, METHEENFNPSEERSK, &
FEREKEESE, AEBBRERISKEE
R, RIEBEEFSKIYESRAN, BARER
HER. B SKAMERSRER A2
b KEREE] —8FR0AE,

BEEYEE

AEBRTEMEERY, NOEERENE
ERKXMEBTBELENRBEREY., HMAN
PBEEMEEENIFEHEBREREZERR

activities. All of our waste management practices 4,
comply with relevant environmental laws and
regulations.
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Non-hazardous Waste

The Group will collect scraps and sawdust generated
from the wood processing process, and use them as fuel
for boilers as well as producing biomass energy, thus no
waste will be generated during the processing process.
In addition, the Group will collect boiler slags,
precipitator dust and liquid residue of dust removal, and
modify them as soil fertilizer for reselling purpose, thus
no waste will be generated during this process.
Therefore, the non-hazardous waste generated by the
Group is mainly paper, for instance paper used for
administrative purposes in office and sales material.

The Group requires all departments and employees that
generate solid wastes to take measures in collecting and
storing solid wastes. Each department should clearly
label the containers or designated locations used to
collect solid waste. Solid recyclable wastes will be
classified for centralized storing and recycling upon
reaching a certain amount; while non-recyclable
production and household garbage will be collected
daily by qualified contractor for processing.

The Group has implemented the following measures to
enhance paper efficiency, and thereby reducing carbon
footprint and the impact on the environment.

. Setting most of the network printers to double-
sided printing mode;

. Reminding employees to take sensible measures
when photocopying;

. Encouraging employees to use both sides of the
paper;

. Separating paper from other wastes for recycling;
and

. Placing a carton and a paper tray next to the
photocopier to collect single-sided paper for
recycling.

The Group also promotes waste reduction knowledge to
employees through bulletin  boards, company
newsletters and postings so to raise the awareness of
environmental protection. Through the above waste
reduction measures, employees' awareness of waste
reduction has increased.

Through the promotion on efficient use of paper and
waste reduction measures, the Group’s paper
consumption intensity remained at about 0.0043 tonnes
per million RMB revenue in 2019. The Group’s major
non-hazardous waste amount performance is
summarized as follows:
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Intensity

Type of waste Year Total amount (tonnes) (tonnes/million RMB revenue)

EE¥D %8 Bl Fn e () EE (W/BABTAREKN)

Paper 2019 3.0 0.0043

RS 2018 2.7 0.0043
Hazardous Waste BEEEEY

The Group’s hazardous wastes are mainly waste paint
buckets, waste wood chips used to absorb waste paint
during the spray process, and other hazardous waste
generated from our production processes. During the
production processes, we try to reduce and avoiding
using hazardous materials or production methods that
will produce hazardous wastes. It is regulated that waste
paint bucket and spray section for the adsorption of
waste wood chips of waste paint as well as other
hazardous wastes shall not be mixed with other solid
wastes, and must be stored in hazardous wastes
reservoir pool constructed strictly in accordance with
relevant requirements under the “Pollution Control
Standards for Hazardous Wastes Storage” GB18597-
2001. The disposal, collection, temporary storage and
management of hazardous solid wastes should be
carried out according to relevant provisions of
“Hazardous Chemicals Management Regulations” and
“Precursor Chemicals Management Regulations”. We
have formulated the Hazardous Waste Management
System, and all hazardous wastes should be entrusted to
qualified third parties for disposal. In addition, chemical
containers are kept by the Group in accordance with the
supplier agreement, and are regularly recycled by
suppliers for reuse so to reduce waste.

Since the Group has tried to reduce and avoid using
hazardous materials or production methods that will
produce hazardous wastes, therefore we did not
generate significant amount of wastes during the
Reporting Period.

AEBNEEERMHINEEREEBREES
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b, IRBEHERRZE, CEnSREHAEER
RE, TERKBHHEEBRWBAE, LUEDIR
&

o

HRAEETELEEBRTEERERM O R BRE
Bk EEEE EBENMNEES L, Bt
HARRESHETEEEREEZEY.

11 China Environmental Technology and Bioenergy Holdings Limited

Environmental, Social and Governance Report 2019



A2. Use of Resources

General Disclosures and KPIs

The Group aims to actively promote the effective use of
resources. We have real-time monitoring of the
potential environmental impact of business operations,
promote a green operating environment in order to
minimize the environmental impact brought by the
Group’s and its subsidiaries' operations. The Group
attaches great importance to the overall energy
consumption, establishes and implements the Energy
Management  Regulations, clarifies the use
specifications of various energy sources and the
responsibilities of various departments, and establishes
a monitoring team to supervise and inspect the energy
use of production systems and non-production systems.

Energy Management

In line with the concept of energy conservation, the
Group has been actively committed to the integrated
transformation of the energy-saving system to promote
low-carbon recycle and pollution reduction in
environmental protection facilities. Scraps and sawdust
generated from the wood processing process will be
collected and used as boiler fuel and to produce biomass
energy; after the operation of the biomass wood pellet
fuel production line with an annual output of
approximately 50,000 tonnes, wood residue and other
wastes generated from the wood processing will be
made full use of to make wood pellet fuel, making an
integrated utilization rate of approximately 99%.
Biomass pellet fuel, which does not contain sulfur
phosphorus, will not corrode the boiler and is able to
extend the service life of the boiler, from which the
enterprise will benefit. It will neither lead to acid rain,
nor it will pollute the atmosphere or the environment.

Besides, during daily production operation, the Group’s
major energy consumption will be power consumption
for operation. The Group has established the Energy
Management System, and has established principles in
the efficient use of equipment. The relevant measures
are specified as follows:

Lighting equipment

° Turning off lighting equipment when no employee
is around, achieving “No light when people are
leaving”; and

° Introducing energy-saving lighting fixtures.

Production equipment

° Conducting regular inspection to minimize energy
consumption; and

° Turning off all production equipment when
production ceases to prevent excessive power
consumption.

A2. iR ERA

—RIKEEREIIER
REBLIEBESANERERS =S, M
MRERXFEENERRERTE, EHERE
ZERBUSAEEZSEHRENTZERER
. AEBEIFEERERBFBOZERNR, 2
YiER (EREEEE)  BESERNE
RARBLZHAIWE, WRIZBSNE, BE
MB@EEERRNELEERGNERERS
e

BERE1E

REHYRRENES, AEEBEBHDRER
R e B G S LM ERKRBERGSF AR
RRRIEMS. AN IBEREENERS
. ABZWELRSFRBBERHBESERAR
RIFEMERER, FEL S5 BEEYBARFER
MHEEREMRRER, ZToOMBAMINIRE
RIARBEREEY), REARBRME, ER8AR
MGG EFI BEEL 99%., £MBERBE
REWmEE, TMETEERBIE, TRERBIERN
FHAEm, CESSHEZISMBE, METR
ZEHBRWELE, TASRAELERE.

s, EAREEEET, AEENEZEEIR
HEREERS. AEEITXYT (BBREES
E)  WEISZREEAERRE. HEAEE
e T

R B
e WBERBRELRBEIEBRKER, #
7 TAERR] | &

o ZFIE(EHHREKE.

FERE
o HMEMBRBLUURMEREE, R

o MREEFLBEFLEERXBNEZ LIRS
BEHIRE.

PREMERERRE 12

TENEEE. ERREARE



Air-conditioning equipment

. Turning of air-conditioning equipment when the
temperature reaches more than 28 degree Celsius
during summer with an air-conditioning
temperature not lower than 28 degree Celsius;

° Turning on air-conditioning equipment with a
room temperature no higher than 22 degree
Celsius only when the room temperature falls
below 15 degree Celsius;

° Turning off air-conditioning equipment by 21:00;
and

. Not turning on air-conditioning equipment when
there are less than 3 employees working
overtime.

Water film dedusting equipment

° Operating in accordance with the use of
equipment in order to maximize the efficiency;

° Conducting regular inspections to maintain high
performances; and

. Turning off all water film dedusting equipment
when production ceases to prevent excessive
power consumption.

In addition, the Group's Human Resources and
Administration Department is generally responsible for
promoting the awareness of power conservation, as well
as conducting regular inspections over power
conservation at different departments. Supervisors of
each department are responsible to promote, supervise
and inspect power conservation. The department that
consumes the most in power-driven equipment shall be
responsible for repairing and maintaining the
equipment. Through the above energy conservation
measures, the Group's employees' awareness on energy
conservation has been raised.

Through formulating and implementing the Energy
Management System, the Group’s energy consumption
intensity has decreased by approximately 15.1% from
about 18.34 MWh per million RMB revenue in 2018 to
about 15.57 MWh per million RMB revenue in 2019. The
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Group’s energy consumption performances are T:
summarized as follows:

Total consumption Intensity (MWh / million
(MWh) RMB revenue)
Energy Type Year BREEE (KR FEGERE/EETAR
BeRTELE Fin ) BIN)
Electricity 2019 10,810 15.57
ESp) 2018 11,639 18.34
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Water Resources Management

The Group’s use of water resources mainly comprises of
water used for boiler and domestic purposes. We do not
heavily rely on the use of water resources, and the
consumption of domestic water has a limited impact on
the Group.

To further reduce and reuse water resources, the Group
actively advocates the Group’s employees to establish
the concept of water conservation. In regards to boiler
water, the boiler’s steam condensate recovery system
does not only save fuels, but also effectively improves
water recycling. In regards to domestic sewage, the
Group has built a domestic sewage treatment system,
and treated domestic sewage can be discharged upon
reaching the standard and used for irrigation. Besides,
the Group has formulated the following water
conservation measures:

° Conducting regular inspection on water supply
facilities. If water leakage or various control
devices are found to be malfunctioning, immediate
measures should be taken or plans should be
formulated by supervisors to prevent the long-
term loss of production and domestic water;

. Using water supply facilities with good water
efficiency whenever possible;

. Establishing the mindset of water conservation so
to achieve the concept of “turning off the faucet
while leaving”. Whenever the water tap cannot be
closed, relevant personnel should be notified in
time for resolutions;

. Complying the standard of sewage discharge with
relevant government regulations;

Recycling of industrial water as much as possible;
Conducting regular inspection on water supply
pipelines, so to avoid water wastage and leakage;
and

. Reviewing water use and the effectiveness of
water conservation measures at environmental
management meetings, and propose other
effective water resources management measures
when necessary.

Besides, we have posted slogans relating to water
conservation on wash basins, commodes and kitchen
sinks. Through the above water conservation measures,
employees’ awareness on water saving has been raised.

Considering the production model and geographic
locations of our factories and offices, we do not have any
issue relating to accessing water sources.
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Use of Packaging Materials

The Group’s major products include leisure household
products as well as timber houses and their related
parts. The major packaging materials are poly velvet,
cartons and plastic materials. Without affecting sales,
we actively reduce secondary pollution caused by
excessive use of packaging materials. The performances
of total packaging materials and the respective intensity
are as follows:

B EHEA
rEENEEERBRBRERRTIAERE
HEBG. TEBERMHEREMN. ABENE
V%H ERAFEHENBRT, HBESE
PERERBRSHNBERYMEN ZIRISHR. £
ReEMHNERERERERRMIANT:

Total consumption Intensity
Type of packaging materials Year (tonnes) (tonnes/million RMB revenue)
B A RHE R Fn HAE () BE (HE/BEBETAREKAN)
Poly velvet 2019 16.50 0.024
1REEM 2018 14.60 0.023
Cartons 2019 156.27 0.225
i) 2018 139.19 0.219
Plastic bags 2019 8.02 0.012
ol 2018 7.25 0.011
Woven bags 2019 12.77 0.018
iR 2018 22.24 0.035
Other packaging materials 2019 117.02 0.169
Hih& 54 2018 104.15 0.164
The Group successfully reduced per unit produced in XEBE_E—NERXNBLEEES NG

2019. It is expected that the amount of packaging
material per unit produced can be maintained in 2019.

A3. Environment and Natural Resources
General Disclosure and KPIs

The Group focuses on the impact brought by the Group's
businesses on the environment and natural resources,
and pursues the best environmental practices. Apart
from complying with related environmental regulations
and international standards to protecting the natural
environment and achieving the aim of environmental
sustainability, the Group also integrates the concept of
environmental and natural resource protection into its
internal management and daily operational activities.

Natural Resource Management

The Group is principally engaged in the business of wood
processing and sales; therefore, we attach great
importance to the wood sources and their impacts to the
forest environment. The timber purchased by the Group
are supplied by suppliers who value sustainable
development, while pursue the balance between
economic, social and environment. The timber we
purchased are supplied by suppliers who are certified by
the Forest Stewardship Council (“FSC”) and The
Programme for the Endorsement of Forest Certification
(“PEFC”) in order to contribute in maintaining the
ecological environment and natural resource
conservation while conducting our own business.
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B. SOCIAL

B1. Employment

General Disclosure

Employees are the Group’s largest and most valuable
asset, and serves as the core of competitive advantage,
therefore the Group’s success relies heavily on the
ability to attract, develop and retain employees. We
adhere to a people-oriented principle, and adopt a
standardized and targeted recruitment policy of
“Selection, Cultivation, and Retention” that attract many
outstanding talents to serve the Company. At the same
time, the Group also regulates employment
management to respect and protect the legitimate
rights and interests of each employee, to protect
employees' occupational health and safety; while at the
same time motivate employees' enthusiasm, initiative
and creativity to build a harmonious labour relationship.

The Group actively complies with labour laws and
regulations such as the “Labour Law of the People's
Republic of China”, the “Labour Contract Law of the
People's Republic of China” and “Regulation on Work-
Related Injury Insurances”. The Group has developed a
series of human resource management policies
accordingly in guiding employees to integrate their
personal pursuits into the long-term development of the
Group. During the Reporting Period, the Group was not
aware of any material non-compliance of laws and
regulations in respect of human resources.

Remuneration and Benefits

The Group has established a fair, reasonable and
competitive remuneration system for employees based
on fairness, competitiveness, incentives,
reasonableness, and legality. The Group adheres to the
principles of more pay for more work and work
distribution; under the premises of improving economic
efficiency, we are able to fully reflect the operational
mission and corporate goals of high efficiency, high
wages, and high welfare.

Remuneration for employees of the Group is
determined by different factors such as the difficulty of
work, job responsibilities and the required professional
skills, workload, amount of physical labour, and the level
of contribution. The Group has complied with laws and
paid “five social insurance and one housing fund” for
employees, namely endowment insurance, medical
insurance, unemployment insurance, employment
injury insurance, maternity insurance and housing
provident fund, to ensure employees are covered by
social insurance.
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All employees of the Group have more than two
promotions or salary promotion opportunities annually
by the results of their monthly assessment. In addition,
all managements can obtain more than 2 times of their
annual bonus based on the assessment results.
Moreover, the Group provides welfare benefits such as
home purchasing subsidies, car subsidies, petrol
subsidies, phone subsidies, and meal subsidies for
management and technical staff who have excellent
performances. At present, more than 85% of the
management staff are enjoying the said welfare.

The Group sincerely safeguards the legitimate interests
of labours in accordance with the requirements of the
national and local laws and regulations such as the
“Labor Law of the People's Republic of China”, respects
the rights of employees to rest and leave, and regulates
their working hours as well as their rights for various
types of rest times and holidays. We comply with the
“Regulation on Paid Annual Leave for Employees” and
other relevant regulations, implement the annual paid
leave policy and pay overtime wages for employees who
work beyond their statutory working hours.

Employment, Promotion and Dismissal

The Group has developed a comprehensive and an all-
rounded human resources management system. The
system has clearly stipulated the requirements and
operational procedures for interviews, evaluations,
background checks and admission notice in the
recruitment processes conducted by the Group’s staff.
During the recruitment process, recruitment principles
will be standardized, appointment principles based on
the merits of excellence, knowledge, ability and
experience will be uphold, and principles of justice,
fairness, equality and openness will be adhered to so to
attract and recruit outstanding talents.

The Group specifies the basis and procedures for staff
promotion, transfer and demotion, regulates the
departure process so to and protect the interests of both
employees and the Group. Any employment, promotion
or dismissal will be based on legal reasons. The Group
prohibits any form of illegal dismissal.
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Equal Opportunities and Anti-discrimination

The Group strictly complies with national and local
government regulations by adopting a fair, just and open
recruitment process, and developing relevant systems
to prohibit discrimination in the recruitment process to
ensure no discrimination regardless to race, gender,
colour, age, family background, ethnic tradition,
religion, physical fitness and nationality, thus allowing
employees to enjoy fair treatment in every aspect
including recruitment, salary, training and promotion, so
to attract professionals with diverse backgrounds to join
the Group. The Group has zero tolerance for any
workplace discrimination, harassment or infringement
in accordance with relevant government legislations,
regulations and rules. If there are any violations of anti-
discrimination, employees may report to the Human
Resources and Administration Department. The Human
Resources and Administration Department s
responsible to ensure strict compliance with local and
corporate regulations, and to assess, manage, record
and take disciplinary actions against incidents.

B2. Health and Safety

General Disclosure

The Group highly values employees’ health and safety,
and commits itself to provide employees a healthy, safe,
and comfortable working environment so to eliminate
potential health and safety hazards in workplace in
preventing occupational hazards. We believe an
understanding environmental, health and safety
performance can bring sustainable growth to the Group.
We enforce relevant laws and regulations such as the
“Labour Law of the People’s Republic of China”, “Law of
the People’s Republic of China on the Prevention and
Treatment of Occupational Diseases”, and the “Fire
Protection Law of the People’s Republic of China”.

During the Reporting Period, the Group did not record
any accidents that resulted in death or serious physical
injury, and no claims or compensation were paid to its
employees due to such accident. We were not aware of
any material non-compliance of laws and regulations in
relation to health and safety of employees.
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Internal Health and Safety Management System

The Group highly values the protection of employee’s
work environment and social environment. In regards to
providing employees a healthy and safe environment,
the Group has developed a sound
quality/environment/occupational health and safety
management manual in accordance with GB/T19001—
2016/1S09001: 2015, GB/T24001 2016/15014001: 2015
and GB/T28001—2011/0OHSAS18001: 2007 standards.
The Group has provided labour insurance products on a
monthly basis, and requiring relevant personnel to were
specified respirators, earplugs, goggles, and other
protection supplies with reference to relevant laws and
regulations. In addition, the Group has launched
corresponding reward and punishment mechanism, and
established a supervision branch to conduct checking
and supervision. Moreover, the Group invested in the
construction of central dust removal system to avoid
secondary pollution and noise pollution, thus creating a
clean and safe working environment.

In order to maintain the air quality in workplace and
safeguard the health of employees, all central
processing plants of the Group are equipped with a
central dust removal system to effectively reduce dust
concentration, noise level and exhaust gas emissions.
Through the establishment of closed spray device, staff
are protected from exposing to exhaust gas and a safe
working environment can be guaranteed.

In addition, the Group has adopted the following
measures to protect employees’ occupational health
and safety:

. Providing staff with a seven-day pre-job safety
training and on-job special safety production
operation training from time to time;

. Implementing physical examination of employees
with occupational disease hazards and supervising
employees to wear protective equipment as
required;

. Using prevention and anti-occupational injury
device in the production process, such as using
active protective devices, fixed protective device
or a variety of protective devices;

. Strengthening troubleshooting of production
safety accidents, implementing and rectifying
measures to fulfil corporate obligations in
protecting employees’ health and safety;

. Purchasing accident insurance to ensure traffic

safety of staff;
. Sticking eye-catching reflective strip on uniforms to
ensure traffic safety in the nighttime;
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. Offering employees with free physical examination
annually and commissioning third parties for the
issuance of a Review (Test) Report for the Status of
Occupational Disease Hazard, all of which comply
with the Architectural Lighting Design Standards
(GB50034-2013), Occupational Exposure Limits for
Hazardous Agents in the Workplace Part 1: Physical
agents (GBZ2.1-2007) and Occupational Exposure
Limits for Hazardous Agents in the Workplace Part
2: Physical Agents (GBZ 2.2-2007); and

. Organizing corporate compulsory fire brigade to
purchase professional fire emergency rescue
facilities, including fire engines, automatic
sprinkler systems, automatic alarm system and
other fire facilities and equipment; performing fire
drills twice a year to increase the safety awareness
of employees, and conduct monthly fire training
targeted to key fire positions.

B3. Development and Training

General Disclosure

The Group focuses on the establishment of internal
management training and development system. We
satisfy the different needs of employees at all levels
through diversified training programs, enhance the
employees’ skills in achieving the Group’s aim of
sustainable development, while helping employees to
grow and develop at the same time.

Training Management

The Group does not only have trainings on pre-
employment  corporate  systems and on-job
requirements, but also trainings for on-job management
skills and business techniques.

The Group will conduct and organize various types of
trainings targeted at production technical skills. The
Group will also organize business skills trainings based
on the actual needs of job requirements, such as the

intellectual property right management system
trainings, FSC management system trainings,
occupational health management system internal

auditor trainings, and national forestry standardization
trainings, thus allowing employees to give full play for
their role.
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B4. Labour Standards

General Disclosure

Prevention of Child and Forced Labour

The Group has complied with the “Labour Law of the
People's Republic of China” and “Provisions on the
Prohibition of Using Child Labour of the People’s
Republic of China” relating to the employment of
teenagers under the age of 16 and their legal rights. The
Group also requires its suppliers to comply with the
guiding principles of International Labour Organization
Declaration on “Fundamental Principles and Rights at
Work” and the United Nations “Guiding Principles on
Business and Human Rights”. The Group strictly
complied such regulations, and has not violate principles
including freedom of association, collective bargaining,
elimination of the use of child labour, abolition of all
types of forced or compelled labour or workplace
discrimination and other relevant principles.

The Group strictly prohibits the employment of any child
and forced labour. The Group requires all new
employees to provide true and accurate personal data
upon appointment, recruiters will strictly scrutinize the
appointment information including physical
examination certification, academic credentials, identity
cards, household registration, etc. In addition, regular
reviews and inspections will be conducted to avoid any
child or forced labour in operation.

Furthermore, employees of the Group will work
overtime on a voluntary basis to prevent any breach of
labour standards. The Group also prohibits any
punishment, management methods and behaviours in
terms of verbal abuse, corporal punishment, violence,
mental oppression, sexual harassment and sexual abuse,
etc. At the same time, the Group will refrain from
appointment suppliers who are known to have engaged
in child labour or forced labour in their operations to
provide administrative supplies and services.

During the Reporting Period, the Group was not aware
of any material non-compliance with any laws and
regulations in relation to the prevention of child or
forced labour.

B5. Supply Chain Management

General Disclosure

The Group highly values the importance of managing the
potential environmental and social risks in its supply
chain and procurement procedures. The Group has
established a stringent and standardized procurement
system and supplier selection process to effectively
monitor procurement procedures and cost control,
increase procurement management transparency, while
putting forward the requirements of environment and
social risks control of suppliers.
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Supplier Assessment

In selecting suppliers, the Group shall, after checking the
relevant qualifications, conduct an on-site inspection
and categorize suppliers into three classes, A-class, B-
class and C-class according to their production scale,
production capacity, production environment, staffing,
safety management organization, quality control system
and other indicators. The Purchasing Department
regularly organizes with the Production Department, the
Human Resources and Administration Department and
other related departments to conduct integrated
assessment on safety management and performances,
as well as after-sales services to qualified supplies in
order to select the most suitable one. For a small
number of suppliers which have higher safety
management requirements, dedicated staff will be
arranged to conduct on-site if necessary.

The Group will possibly terminate suppliers who may
create serious pollution or cause serious social harm, or
have created significant environmental or social
incidents. Through the above reviewing processed, we
can ensure the quality of the materials supplied, while
also reducing the potential environmental and social
risks in the supply chain.

B6. Product Responsibility

General Disclosure

The Group recognizes the importance of product quality
and corporate reputation, we actively monitor the
quality of our products and services through internal
control and strive to produce high quality products that
meet international industry standards. We also maintain
communication with our customers to ensure
customers’ needs and expectations are understood and
satisfied, while understanding the customers’ level of
satisfaction so to continuously improve our products
and services.

The Group actively complies with laws and regulations
such as the “Product Quality Law of the People’s
Republic of China”, “Law of the People's Republic of
China on the Protection of Consumer Rights and
Interests”, “Advertising Law of the People’s Republic of
China”, “Copyright Law of the People’s Republic of
China”, “ “Patent Law of the People's Republic of China”,
and “Trademark Law of the People’s Republic of China”.
During the Reporting Period, the Group was not aware
of any material non-compliance with relevant laws and
regulations in relation to health and safety, advertising,
labeling and privacy related to the provision of products
and services.
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Quality Management

To ensure the highest quality products are provided to
customers, the Group has developed a stringent quality
control system, covering supplier selection, material
testing, production process control, product factory
inspection, third-party inspection and certification,
after-sales service, product quality tracking and other
processes.

We have established and implemented a number of
systems and mechanisms to ensure products of the
Group are meeting relevant requirements, including the
management system of “survival with records, flow
traceability, information accessibility and quality
retroactivity”; the quality inspection mechanism of first
inspection, self-inspection; line inspection, cross
inspection and final inspection; the abnormal reporting
and correction system, and the regular quality analysis
mechanism for export products. We will also organize
publicity and promotion meetings, training sessions,
site-meetings and seminars on a regular basis to help
staff in learning relevant laws, regulations and rules, and
developing the mindset of “Quality is the life of a
company, and the company has the highest
responsibility on the quality”. We develop a professional
team responsible for quality management through strict
product quality training assessment in order to enhance
employee’s responsibility on product quality and safety,
as well as the awareness on quality control.

Moreover, woods used for making products are supplied
globally and are certified by the FSC and PEFC forest
management systems. Woods are required to be
supplied by qualified suppliers together with a
certificate, and sample inspection record are required to
be provided for traceability. The Group will send
materials to CNAS approved laboratory at least once a
year to test the content of heavy metals (such as lead,
cadmium, mercury and chromium), free formaldehyde
and other toxic and hazardous substances. All woods
used for production have undergone epidemic
prevention treatment, and each batch of finished
product are subjected to approval by the Quality Control
Department; while randomly selected samples will be
sent to the inspection room for testing prior to delivery.

The Group had been awarded with the certificate of
“Excellent Enterprise in Fujian Furniture Industry in
2018"” by Fujian Furniture Association, and certificate of
“National Green Wood Model Enterprise” by Timber
Conservation Development Center. The Group was also
a “National Standardized Model Enterprise of the
Forestry Industry”, proofing external recognitions of the
Group’s products and production.
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Customer Services

The Group recognizes the importance of customer
services, and believes that customer satisfaction plays a
critical role in production and business sustainability of
the Group. The Group conducts annual satisfaction
surveys on key customers, focusing on the satisfaction
of new customers and customers with large purchases.
The Group will also review all complaints from
customers, suppliers and partners, and take appropriate
follow-up actions in accordance with internal
procedures and guidelines. If applicable, the Group will
conduct relevant investigations to resolve them, and
make improvements as needed.

Advertising and Labelling

Due to the business nature of the Group, the Group only
conducts limited publicity activities. Therefore, the
business operations of the Group do not involve
advertising and label related matters.

B7. Anti-corruption

General Disclosure

The Group believes that a corporate culture of high
integrity is the ley to its continual success, therefore we
recognize the importance of anti-corruption work and
systems, and are committed to building a fair, open, and
transparent corporate culture. In facing corruption-
related incidents, we insist on treating all cases with
honesty, fairness, transparency and accountability. The
Group has complied with laws and regulations such as
the “Company Law of the People’s Republic of China”,
“Bidding Law of the People’s Republic of China”, “Anti-
unfair Competition Law of the People’s Republic of
China”. During the Reporting Period, the Group was not
aware of any material non-compliance in relation to
bribery, extortion, fraud and money laundering.

Anti-corruption

The Group has been committed to establishing and
improving the internal control system to prevent
corruption and fraud. The Group’s Audit Committee and
management must not tolerate corruption and fraud.
Honesty, impartiality, transparency and accountability
are all reflected in the Group’s policies and operating
procedures.
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The Group has formulated the Anti-bribery and Anti-
corruption Policy, and requires key personnel and
individuals or units who have business relationships to
sigh the Commitment on Prevention of Commercial
Bribery so to strength the prevention and control of
corruption at source. The Group ‘s Human Resources
and Administrative Department also acts as the
department for supervising and monitoring business
fraud, and is responsible to implement and follow-up
inspections. If any employee is found to have violated
the Anti-bribery and Anti-corruption Policy, the Group
will handle the violation according to the level of
severity and relevant circumstances.

B8. Community Investment

General Disclosure

Charity Business

The Group has actively participated in the charity and
social welfare activities, and has established the “King
Wood Education Fund” in Zhangping Charity Federation
in 2008. The “King Wood Education Fund” engages in
providing social welfare, and had fund schools to build
teaching facilities; donating piano, computer and other
teaching equipment; subsidizing underdeveloped
villages for road construction. In the event of disasters,
the Group will also make donations to the affected
areas.

In 2019, the Group donated a total of approximately
RMB 253,000 (2018: approximately RMB 192,000).
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