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The board (the “"Board”) of directors (the “Directors”) of Tibet Water
Resources Ltd. (the “Company”) and its subsidiaries (collectively the
“Group”) present the environmental, social and governance report for the
year 2019. The Group is committed to running our business sustainably
and for the well-being of employees, business partners, other stakeholders
and the environment. For these purposes, as the premier Tibetan water and
beer products producer, we ensure that we meet all relevant national and
local laws and regulations as well as industry standards and are committed
to conducting our business operations as a responsible, ethical and

sustainable corporate.

We strive to offer the best quality products to the world and have built our
production plants at highland areas at an altitude of about 4,800 meters
and 3,600 meters. We continue to improve our ethical and environmental
conditions in accordance with international trends.

This report provides information related to the business activities of
the production plants and facilities directly controlled by the Group, its
headquarters and principal place of business in Hong Kong. Data from our
customers or suppliers are not included as such data are difficult to verify
with available resources.

ENVIRONMENTAL PROTECTION:

Emissions and wastes

Our production facilities generate and discharge wastes during production
activities, which mainly include wastewater, plastics, papers and air
pollutants. We consider the protection of the environment to be of utmost
importance, which shall ensure the sustainability of the environment and
resources through committed efforts during its management and operation
process, and have implemented procedures for waste storage, handling and
disposal. The Group aims to minimize the impact of our activities on the
environment and requires our staff to follow the same principle. We adhere
to the principles of low carbon emission, waste and emission reduction,
energy and cost saving and an overall environmentally friendly approach in
the way we operate, and adopted long-effective environmental operation
and supervision conventions, with a view to achieving good environmental
performance.
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The solid wastes (non-hazardous) produced in the production process
(waste preforms, waste bottles, waste caps, waste film, waste paper
boxes) and domestic garbage in the plant area are all reclaimed with an
agreement signed by a qualified contractor and classified according to
the relevant national regulations. According to the production shift, it will
be collected for recycling twice a day, stored in a government approved
storage place for storage, and domestic garbage will be transported to
the county landfill. Our production process does not directly involve the
production of hazardous emissions and wastes.

Our water processing process adopts physical aeration, precipitation and
filtration methods. It adopts technology that meets national standards,
is open and easy to use, and is environmentally friendly. No chemicals
and additives are added to the water processing process. Quartz sand
and multi-stage high-precision membrane filtration are used to effectively
control secondary pollution during production and ensure that the core
mineral content of the water product does not change. We have also
integrated stretch blow molding into bottling, bottle labeling and water
filling in a single unit to minimize pollution and maintain the purity and
original taste of our water. The production process strictly implements
quality, Hazard Analysis Critical Control Point ("HACCP"), environmental
management and related hygiene standards.

Our beer products are brewed using a process based on individual
formulas. The typical brewing process involves mashing, lautering, boiling,
fermenting, conditioning, filtering, filling, labelling and packaging. The
production of our beer products follows the same brewery procedures as
other beer producers in the market.
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Within our operating boundaries, the Group actively advocates energy
conservation and emission reduction and reduced emissions by continuously
increasing investment in environmental protection. Through the use of
green electricity in our production facilities and other measures, the Group
reduces the generation of exhaust pollutants from the source to avoid
environmental pollution. Our business operation or manufacturing process
does not produce significant exhaust gas.

To the best of our knowledge, there were no identified violation of relevant
environmental laws and regulations by the Group during the reporting
period. In 2019 and 2018, the Group was not aware of any major incident
relating to environmental pollution.

As green electricity is strictly applied in the Group's production facilities/
process, the Group is not directly involved in significant emissions and
waste production (both hazardous and non-hazardous). Therefore,
there is no specific disclosure made in respect of the general disclosure
requirement of the key performance index under the Environmental, Social
and Governance Reporting Guide (the “Reporting Guide”) under the
Appendix 27 of the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules”). The measures to
mitigate emissions and wastes handling are mentioned above.
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Use of resources
We advocate green initiatives and adopt measures to conserve resources
and reduce their consumption.

The Group’s main energy consumption includes water and electricity used
in production lines. The electricity for the daily operations is all purchased
electricity. Such energy consumption is also the direct and indirect source
of air and greenhouse gas ("GHG") emissions. As the Group is not involved
in the use of other fuels, it is not involved in any direct air and GHG
emissions. The following table details the energy consumption and GHG
emissions data of the Group during the reporting period and 2018:
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Unit 2019 2018
By 2019 F 20184
Energy BEIR
Purchased electricity SNEE KWh
TET FE 23,916,440 25,146,710
GHG BERE
GHG emissions relative to purchased ~ YNEZENHAEEHARAZE  tonnes of CO2e
electricity consumption (note) REBHENZE (i) UN R Ny 21.896 23,022

Note: The electricity emission factor is based on the emission factors of regional power
grids listed in appendix 2: Reporting Guidance on Environmental KPIs to How to

Prepare an ESG Report from the Stock Exchange of Hong Kong.

Green electricity is used in full-scale in our production plant at the altitude
of 4,800 meters. Furthermore, advanced energy saving contiform filler
block and voice control LED lighting system are installed in the production
plant. We pile up most of the production in spring, summer and autumn.
Major maintenance works on production lines and employees’ annual
vacations are scheduled in the wintertime. During the intensely cold period,
the production plants will put to semi or almost hibernated condition as
higher energy consumption is needed to keep the production plants in full
function. We actively implement energy conservation and environmental
protection policies in our production plants and office. For instance,
electrical devices must be completely shut down to prevent leaving devices
on stand-by mode during non-operating hours. We also continue to
operate an in-house telephone and video conferencing system to reduce
travelling needs of our management.
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The environment and natural resources

Our water source is self-draining springs, but the use of water in pipelines
does not require exploitation. Diversion of water through pipelines will not
affect the local environment and the surrounding environment. Therefore,
according to the actual situation, the water-saving measures should start
from the beginning and be adapted to local conditions in order to eliminate
any leakage. The assessment of wasteful phenomenon has enhanced the
employees’ awareness of water-saving.

In order to maintain the quality and safety of our water products, we have
maintained a “water protection zone” of 60 square kilometers around
our water source. No human activities are allowed in the most restricted
zone and the spring source has been secured in a fully enclosed facility to
prevent any potential contamination of our water source.

A 3-stage protection zone, including protection zone, limitation zone and
monitoring zone, is set up for our water source. A 24-hour closed circuit
television system is installed to monitor the trail from the water source
to the plant. Our water source is rich in content but the extraction rate is
relatively low. The remaining flow of spring water follows the mountain
slope and fills the wetland which breeds and protects the local ecology.

Regular maintenance of valves and piping, and leaking pipelines must be
promptly replaced and repaired. We also phased out existing inefficient
electrical equipment and adopt energy efficient electrical equipment.

SOCIAL:

Employment

We regard employees as the most valuable asset for the Group. Talent is
the Group’s key to achieving its economic, environmental and social goals.
We believe that the establishment of a sense of belonging to the work
environment can lead to more effective implementation of our corporate
values of sustainable development. Therefore, we strive to create a pleasant
working environment, so that every employee can play their strengths. As
at 31 December 2019, the Group had hired a total of 417 employees (31
December 2018: 458 employees).
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The Board believes in being people-oriented. The employees of the Group  EEEBHUAAKR - AEERE ALEE
are one of the most important assets of the Group and their contribution HREZWEEZ — MANEREIHS
and support are highly valued. The Group is committed to providing NREER - AREBIRBEREASTE
equal opportunities in recruitment and promotion, regardless of age,  IREFEHE  TwEH - R - BR B
gender, race, skin colour, religion, nationality, marital status, disability B RS BE - BT - B
or sexual orientation. The management review and adjust the structure, Bl - EEBERK GBI AEENA D
size, composition and diversity of the manpower of the Group on a timely 288 ##% « AR R Z it B HHERT
basis and make every effort to ensure that there is no harassment in the — {EBFTANFEETMEBETA -

workplace.

Number of employees by gender, employment type, age group and region: B EEER  FRARRMEEHH

EEHBE
Number of employees
EBEHEA
As at As at
31 December 31 December
2019 2018
R2019F 2018
12A31H 12A31H
By gender: ®IRIE S
- Male -3 221 210
- Female -t 196 248
By employment type: RERERED
— Full-time — 2R 417 458
— Part-time — B = —
By age group: RERARES
->35 —>35 204 180
-<35 —<35 213 278
By region: EiwEE S
- Mainland China —HE R 406 446
- Hong Kong —BE 11 12
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The Group ensures staff are reasonably remunerated with regular reviews
on compensations and benefits policies in accordance with the industry
benchmark as well as the individual performance of the employees. Other
fringe benefits, training, employee provident fund and share options, if
applicable, are provided by the Group to solicit/retain loyal employees with
the aim to form a professional and united staff and management team that
can bring higher levels of achievements to the Group. Our staff turnover
rate continues to be rather stable and not high.

Health and safety

The Group follows a people-oriented philosophy by demonstrating care
about the mental and physical health of employees and striving to create
a comfortable working environment for our employees. We educate
employees on health and safety risks that may exist in work, in order to
equip them with the relevant knowledge and ability to safeguard personal
and production safety. To encourage care and communication among our
staff members, the Group has worked on staff care, and also realized the
all-round care to staff safety, emotion and self-realization through the
construction of effective and smooth internal communication regulations,
as well as the implementation of the regulations on the guidance to build
up team work. We understood staff appeals through building various
internal communication channels, such as interview with corporate leaders,
survey of staff satisfaction, mailbox, etc.

In addition to the physical health and safety of staff, we are also
committed to care for their well-being to promote work-life balance. The
Group regularly organized and supported various cultural or sport activities,
like sport days, interest groups and party gatherings, to advocate a healthy
life and work-life balance, promote the communication among staff, and
strengthen their teamwork spirit. In order to care for physical and mental
health of staff and prevent occupational disease, the Group provided
ongoing health check-ups, trainings, etc. for their staff; and regularly
organized various outdoor physical activities and club events to help staff
strike a balance between work and life.

Other than that, the Group endeavoured to create a comfortable and
pleasant working environment for its staff. To improve the comfort and
pleasure of the working environment, the Group has implemented various
modification projects in each plant area based on its actual conditions,
like upgrade of safety facilities in the Group’s staff dormitories and
activity rooms, modification of production equipment, greening working
environment and improvement of meal quality.
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We have posted operation safety procedures and instructions in a
conspicuous and appropriate place of our production plants and remind our
employees from time to time of the safety practices. We also implement
appropriate protection measures, including but not limited to technical
training, for employees who work in positions with relatively high safety
risks to reduce the occurrences of occupational accidents and injuries.

No accident relating to serious injuries or death or property damage
has been reported to our management during the reporting period.
Furthermore, during the reporting period, we were not subject to any
claim arising from any serious accident involving personal injury or death
or property damage that had a material adverse effect on our business,
operation or financial position.

Development and training

The Group believes that employees’ growth and development are essential
to the sustainable growth and development of the Group. We highly value
lifelong learning and training to improve the level of education and ability
of employees, and explore potential talent therefrom for our future.

We provide diversified on-the-job training in our production plants based
on the needs of the respective positions and talents of the employees.
We also encourage our management staff to participate in continuous
professional development trainings which are relevant to their professions.
Apart from induction training, the Company provides updates to the
Directors and senior management on the latest development regarding
the Listing Rules and other applicable regulatory requirements from time
to time, to ensure their compliance with and to enhance their awareness
of good corporate governance practices. These include attending in-house
training, seminars, reading handouts, newspapers, journals, the Group's
news, industry news, etc. Apart from this, on-the-job trainings are provided
to the working staff in the production plants on a timely basis.

Labour standards

The Group strictly prohibits the use of child labour and forced labour. We
only employ employees aged over 18 years and never force employees
to work overtime in order to foster a working environment that respects
human rights. We do not allow any kind of discrimination or potential
discrimination in our workplace. The Group is committed to creating an
equal and harmonious working environment for its staff. By maintaining
regular communication and exchange with staff, the Group understands
various demands from staff, listens to their opinions and firmly safeguards
their legally entitled interests.
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In accordance with the Labour Contract Law of the People’s Republic
of China (the "PRC") (PEAREMBELEERE) , employers and
employees shall enter into written employment contracts to establish their
employment relationships. Employers are required to inform the employees
about their job duties, working conditions, occupational hazards,
manufacturing safety conditions, remuneration and other matters with
which employees may be concerned. Employers shall pay remuneration to
employees on time and in full in accordance with the commitments set
forth in the employment contracts and the PRC laws and regulations. The
Group strictly complied with the national and local laws and regulations in
respect of the arrangement on staff working hours and holidays so as to
ensure staff can obtain appropriate treatment. The Group has established
the management regulations on staff holidays, regulating effectively
the arrangement of various staff holidays and application process, such
as statutory holidays, annual leave, maternity leave, work injury leave,
marriage leave, funeral leave, sick leave and other leave. Moreover, we
followed the national and local labour laws to implement working hour
management, and pay corresponding remuneration according to the staff's
job position and actual working hours.

Under applicable regulations, including the Interim Regulations
Concerning the Levy of Social Insurance Fees (M ERBREBHMEITIE
f5]) and the Administrative Regulation on Housing Fund (FEA%E®
E121%M) , employers in the PRC shall make contributions to the basic
pension insurance fund, basic medical insurance fund, occupational injury
insurance, unemployment insurance fund, maternity insurance fund and
housing fund for their employees.

To the best of our knowledge, there were no identified violation of
relevant employment laws and regulations by the Group during the
reporting period.
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Supply chain management

The Group mainly produces bottled mineral water and beer products. The
main production raw materials needed to be purchased are PRC produced
barley, Australia produced barley and hops. The packaging materials mainly
include carton box, labels, aluminum cans, glass bottles, PET (Polyethylene
terephthalate), HDPE (High-density polyethylene) and tape. Packaging
suppliers are mainly located in Tibet, Chengdu and the Yangtze River Delta
region. The suppliers currently working with the Group are leading players
in the industry both in terms of production scale and quality of products
they supply. The Group will evaluate suppliers based on their annual
supply services, product quality and product prices. The Group has a total
of 41 suppliers in 2019, including 23 suppliers in the water segment and
25 suppliers in the beer segment. There are common suppliers in the
water segment for labels and packaging in the beer segment. 41 suppliers
participated in the annual assessment, 40 passed, and 1 did not pass and
has eliminated. In 2019, there was 1 new supplier each for the water
segment and beer segment.

Based on our long-term and friendly strategic cooperation relationship
with suppliers, we also enjoy preferential product prices and stable
supply. The Group conducts unified bidding on the above-mentioned main
materials every year to confirm the suppliers and supply prices. During the
production cooperation, the supply prices are regularly reviewed, and the
purchase prices are adjusted in accordance with the actual changes in the
raw materials produced by the suppliers to save costs for the group as
much as possible. In order to ensure stable and timely product supply, in
addition to long-term suppliers, the Group is also soliciting new suppliers
as back-ups.

The Group maintains long-term relationships with its suppliers to ensure a
stable supply of materials for production. We also require our suppliers to
improve their sustainability performance, act responsibly and adhere to our
environmental protection and product safety strategies.
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Product responsibility

The Group has put quality as its priority to ensure customer satisfaction in
terms of our products and services. Pursuant to the Product Quality Law
of the PRC (HEARAMBERGE5) , a manufacturer shall establish
a comprehensive internal management system for product quality, and
implement internal policies of quality, responsibility and assessment. We
have been awarded several certifications attesting to our outstanding
quality control systems over our products.

Our environmental management system in the production and sales of our
water products has been certified to comply with ISA 14001:2004 and GB/
T 24001-2004 by the China Quality Certification Center since 2008. Our
quality control system in the production and sales of our water products
has been certified to comply with ISO 9001:2008 and G/T 19001-2008
by the China Quality Certification Center since 2008. Our production
process of water business has been certified to comply with CAC/RCP1-
1969, Rev4(2003) Guidelines for the Hazard Analysis Critical Control Point
("HACCP"), which is an internationally recognized standard for food
safety, since 2008.

Our environmental management system in the production and sales of
our beer products has been certified to comply with ISA 14001:2004 and
GB/T 24001- 2004 by the China Quality Certification Center since 2010.
Our production process of beer business has been certified to comply
with CAC/RCP1-1969, Rev4(2003) Guidelines for the HACCP, which is an
internationally-recognized standard for food safety, since 2010.

To the best of our knowledge, there were no identified violation of
relevant laws and regulations on product responsibility and data privacy by
the Group during the reporting period.
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Governance of Integrity

The Group is committed to doing business with integrity and will not
tolerate any bribery or other misconduct. We observe national laws
and regulations pertaining to anti-bribery, extortion, fraud and money-
laundering, including “Constitution”, “Criminal Procedure Law” and
“Supervision Law” of the PRC and implement thoroughly and consistently
provisions pertaining to commercial bribery, extortion, fraud and money
laundering under the “Anti-Money Laundering Law of the PRC" and the
“Anti-Unfair Competition Law”. We have implemented internal policies
and guidelines to comply with applicable laws in the PRC on anti-bribery
and anti-corruption. Whistleblower policies and procedures are in place
and disseminated to all employees. These measures are subject to regular
review and update to ensure their effectiveness to strengthen the internal
controls and compliance regime of the Group. No complaints or suspected
cases were received via the whistleblower channel or other channels in
2019.

In addition to the anti-bribery and anti-corruption policies of the Group's
staff handbook, the Group has also prepared relevant external reporting
procedures and regularly reviewed the effectiveness of the Group's
internal control system. The Board is responsible for efficiency monitoring,
standardizing various business management decision-making activities
of the Group, unifying internal and external inspection of pipelines and
strengthening internal and external supervision systems to effectively
prevent employees from performing their duties and performing work
incorrectly at all levels.

In 2019, the Group was not subject to any litigation involving corruption,
bribery, extortion, fraud and money-laundering, nor were any cases of
material violation reported.

Community investment

We act as a responsible member of society and are dedicated to
contributing to the well-being of our environment and to providing help
to those who are in need. The Group continued to hire about 95% of
its employees at the production plant at Dangxiong, Tibet, from local
Tibetan farmers and herdsmen, and the Group provided them with relevant
education and on-the-job training. As a result, these local people attained
an average annual income of about RMB50,000 per capita, a significant
increase from the previous baseline of below RMB2,000 per household
before 2005.

TIBET WATER RESOURCES LTD.
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By promoting opportunities and capabilities using a human development
approach, the Group has educated farmers in the countryside in Tibet
with new industry skills, improved their access to knowledge and learning,
and provided them with opportunities to leave defunct industries.
By introducing them to modern production methods, operations and
management skills, local farmers and herdsmen in rural areas of China
gained not only knowledge and skills, but also the understanding of the
modern society. Their living standards have substantially improved, and
their ways of living have been changed rapidly.

The Group continued to develop the local economy in Tibet and promote
the unique local water industry. It emphasized the benefits of providing
development-oriented aid to underdeveloped regions in Tibet instead of
merely handing out one-off relief measures.

Supporting education and helping to create a more productive community
are the main drivers of the Group’s community investment strategy. The
donations made by “Tibet 5100 Education Fund (FEI5100# B % EH1A
E)", the charity fund established by the Group, continued to provide
support to local basic education and healthcare providers and assist in
poverty alleviation, examples include school meals and education facilities
provided to local schools at Dangxiong, Tibet.

In 2019, the Group had actively participated in the support and educational
work of a number of local schools in Tibet through the “Tibet 5100
Education Development Special Fund”, including in June 2019, the Olympic
champions forming a team to teach skills in Tibet, share the spirit of sports,
train with the children in schools in Shannan City, Tibet, lunch, interact on-
site, and encourage them to “Be their own Champions.”

Shareholders
We strive to maximize long-term value and return for our shareholders.

Our commitment towards our stakeholders provides us with guidance in
respect of our corporate responsibility policy which we strive to ensure that
the values of our social and environmental responsibilities are integrated
into our daily operations and business code of conduct.
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Customers and business partners

Our main goal is to satisfy our customers and provide them with world-
class Tibetan water and beer products. We regard each distributor and
supplier as our long-term business partner and conduct all businesses with
integrity and in a responsible manner.

In terms of privacy, the Group’s customer information system only allows
authorized staff to visit. The staff of other departments of the Group
strictly apply, accept and provide information when they request for
information retrieval.

The Group seeks to maintain good relationships with its customers. The
Group maintains an after-sales call center to serve our end customers,
and the sales personnel make regular visits and/or phone calls to the
distributors and sales outlets in the market. If there is any complaint from
customers, it will be reported to the management and immediate remedial
action will be taken. Thereafter, the cause of such complaint will be
studied, analyzed and evaluated, and recommendations will be made for
future improvements.

The Group also seeks to maintain good relationships with its suppliers.
During the year, there was no dispute in debts or unsettled debts. In
addition, whenever the Group places orders, our suppliers are willing to
accept our orders.

TIBET WATER RESOURCES LTD.
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