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OUR PHILOSOPHY
7 5 [E] LR

Chongging Machinery & Electric Co., Ltd. (the “Company” or

“Chongging Machinery & Electric” or “We”) and its subsidiaries
(collectively the “Group”) adhere to the business philosophy of “Going
beyond Excellence” to practice its core values of “integrity and
win-win”. The Group sticks to the principle of “making good use of
resources and providing services for the construction”, attaches
great importance to the sustainable development of enterprises,
makes effective use of resources and energy, and pays full attention
to the climate and ecological environment. Besides, the Group
takes the initiative to assume corporate social responsibility. With a
cohesive corporate culture across our subsidiaries and employees,
social responsibility has been rooted in our group-wide operation
and management in achieving our vision to “Equip China, Advance

towards the World”.
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ABOUT THIS REPORT

This Environmental, Social and Governance Report (the “Report” or
the “ESG Report”) discloses the approach, strategy, objectives and
overall performance of the Group’s principal business in the ESG
reporting scope. This ESG Report is published in accordance with
the Appendix 27 Environmental, Social and Governance Reporting
Guide (the “ESG Guide”) as set out in the Main Board Listing Rules
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
and its mandatory disclosure requirements and “comply or explain”

provisions.

REPORTING SCOPE

Unless otherwise stated, this Report covers the overall performance,
risks, strategies, measures and commitments of the Group’s business
operations in Hong Kong and the Mainland China in four aspects,
namely, working environment quality, environmental protection,
operating practices and community involvement during the reporting
period from 1 January 2021 to 31 December 2021 (the “Reporting
Period”).

REPORTING PRINCIPLES

At the time of reporting, the Group has complied with the reporting
principles in the Environmental, Social and Governance Reporting

Guide:
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ABOUT THIS REPORT
B A A H o

Reporting Principles
HERA

Materiality
=2
Quantitative
21t

Balance
7

Consistency

—

Interpretation

R

Identify material environmental and social issues by analyzing the opinions of the
Company’s stakeholders, and material issues are priorly considered and disclosed in

this report.
FROMARRFHNEER BRI EEZNRFETZE  VERZENARERELE
BN -

Collect data on environmental and social key performance indicators (“KPIs”) and
disclose the criteria, methods, assumptions, calculation references and source of
conversion factors used for reporting emissions and energy use.
Wﬁmﬁﬁﬁﬁ%ﬁiﬂhhﬁﬁ W EEE HERERENEEREAMANEE - 75
% R FTELEREREZRIR

This ESG Report should provide an unbiased picture of the Company’s performance
in environmental, social and governance aspects.
KRESGMEBATNR T FAMEBRARTEERE -t RERATEMERE -

This Report uses consistent statistical methodologies to allow meaningful
comparisons of ESG data over time. If there are changes in the methods used and
reporting scope, explanations are in the notes for stakeholders’ reference.
REECA—BOGA L SBE ASREABBHEEFAEERMNLER o MR
FAKERBEFE - RAGEM T RENREHERE -

For the corporate governance structure of the Company and other
relevant information, please refer to the Corporate Governance

Report on pages 102 to 121 of the Company’s Annual Report.

FEEDBACK

You are welcome to share any opinions on the environmental,
social and governance policies and performance of the Group after

reading this ESG Report, in the following ways:

Mailing address: Room 1407, Jidian Building, No. 60 Middle Section

of Huangshan Avenue, New North Zone, Chongging

Email: ob@chinacgme.com
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T : ob@chinacgme.com
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GOVERNANCE STRUCTURE

The Board of the Company takes the ultimate responsibility for
overseeing the Group’s ESG risk management and monitoring the
actual risks within the Group. This Report was approved by the Board
on 10 May 2022. In addition, the Board also plays an active role in
setting the Company’s vision to “Equip China, Advance towards the

World”.

The Board leads the Environmental, Social and Governance Working
Group (the “ESG Working Group”) to identify, assess and determine the
relevant environmental, social and governance risks, and formulate risk
response measures, with a view to promoting the concerted efforts of
all levels of the Company and effectively advancing towards the goal of
sustainable development. The Board will also continuously monitor the
implementation of risk countermeasures to ensure their effectiveness
and continue to listen to the opinions of various stakeholders to further

optimize the governing work.

The ESG governance duties at all levels of the Company are as follows:

Functional Bodies Specific Responsibilities

BiREHAE ARERE
The Board e Validate ESG-related risks
£ WEEESGHERE

I EESGHR M & J7 $t
BIRESG T ETEI AR

ESG Working Group
ESGI e/ HRIESG b B B
FBESGE T R EMMER

Report ESG status to the Board
M R EERESGIRN

Business Departments

E

Implement ESG-related policies

HMITESGHERIBR
[A) T/ MEE R AERE TR

ESG MANAGEMENT |
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-1

e

BALEESCRREEREEAEEEHE

BHBRREERBARAANEEE - &
20225 A10R BBEFSHE - S0
EFENMEZHPENAG  RAARE ME
BEHE - ERTRIZES o

EIJ

= &
1B E
ﬁ
==
=

E
i

EFg g RkEBIENE(ESGT
ENEDHR  THREEERAERESR gk
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EEENEHEEREREHEBONITER

BRET AR  UHERESMSEBINE
R #E—PTEERIHE -

wmERER

T RARRFEBHRNESGEEERARE ¢

Develop ESG strategy and approach

Review ESG work plans and achievements

Identify ESG risks and opportunities

Coordinate ESG audit and information disclosure

Report relevant work progress to the working group
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ESG MANAGEMENT
ESG &

ESG RISK MANAGEMENT

The ESG working group is responsible for assisting the Board in
evaluating, prioritizing and managing ESG risks that are material to
the Company. The ESG Working Group has established the following
ESG risk management process to comprehensively review and monitor

the impact of ESG issues on the Company.

Evaluate and

Identify potential stz E5

ESG risks

isk
S WesoRmED
2eCr) 574 5% 8 R B 5

The Board identifies material risks that may affect the Company’s
business through an ESG risk matrix analysis based on the severity
of the impact of the event and the likelihood of the occurrence of the
event. The Company has identified product quality as a high-level
risk, which is a material ESG risk; Health and safety, community
engagement and contribution, and intellectual property rights are

considered to be moderate risks.
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ESG MANAGEMENT
ESG & #

The Company has taken countermeasures against the relevant material N2 ]2 A& s AHBE E KA (EH EE 1 - a0

risks, which are shown in the table below:

Risk Level
BB AR Bl

High (Material ESG risks)

= (BAESGE®)

Medium

R

Material

ESG Risks

E KESGHE B
Product Quality
EmE=E
Health and
Safety
R

Community

Engagement and

Contribution
tEE 28 K J R

Intellectual
Property Rights

B EE

Infectious
Diseases

B

TERFR -

Internal Management of Chongqging Machinery & Electric
ERFMENRHEERR

All subsidiaries have adopted ISO 9001 quality control procedures and
stringent quality control procedures for products.
FrAaMBEEH BRSO 001 EEEERET  HERKINKENEEE

R -

Formulated the Compilation of Production Safety Management System
to regulate the management of production safety of subsidiaries by
the market operation department.

%H;é;zziF‘%I%IJJEE%m REMSETHFIH TEFrER2E

B o

Established the Chongqging Machinery & Electric Co., Ltd.
Management Measures for External Donations to regulate the
internal practice of actively performing social welfare.

BT <§J:T&ﬁﬂx1ﬁﬁﬁﬁﬂﬂ¥w\ﬁﬁ%I@?)ﬁf}w B AEERETT

Fan /N

Hewew the relevant qualifications of new employees, handle labor
employment procedures with them, sign the Labor Contract, and
sign the Confidentiality Contract.

HETE B THITAEBREERETEREAIELHA I FEWERL (BHse
) - Z:] KREERE) -

Six management measures were formulated according to the
pandemic prevention and control headquarters of the locations of
operation: strengthening personnel investigation, strictly controlling
the regional entrances of the Company, strictly controlling the travel
of management personnel, strictly controlling meeting activities,
strengthening office management and strengthening health publicity
and education.

IRIE & BT R BT IR B E AT L S KB IR E © IR A BHEE - &R
BIRERARRFALD - BIBERAB LT - BIRIEGIGHES - st
RIGERRRIEREEHE -
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ESG MANAGEMENT
ESG &

ESG TARGETS

In response to the concerns on ESG issues from all walks of life, the
Company has formulated relevant goals and actions after taking into
account three major factors, namely technical selection, financial

consideration and human resources involved in achieving the goals.

Please refer to the table below for details:

Indicators

EE

Target Areas

BRER

Environmental Targets
REBR

Reduction of Air Emissions

B BE R R IR

Air Pollutant Emission

RRSRBER

Greenhouse Gas Conduct carbon emission

ESGH 1

ROERFRHNESGHEENRT - AAREEZE

ER BRI MBI RIMEE  MBEEBARA

NEBR=AREXR - CRHIERBEBEZERTH -
ARBARB2HTE

Promote boiler equipment optimization

HEERIEREERL

Formulate carbon emission management system and internal

Promote renewable energy projects

Emissions management management policies
= REEBE EITHH B R HIERFEMEIRBR - AEEREER
Waste Generation Promote waste recycling Increase waste recycling
REEYEE HEERE Y E UL ENREEY) O E
Energy Use Promote the use of

renewable energy
SEIRGE A HEEN AT B AR AR IREV L R HEERIBARRER

Use of Water Resources  Advocate employees’
awareness of water

conservation

Provide employees with water conservation training/publicity

KEREE A RIEBILEKERH REBIHHAKEIN B

ENGAGEMENT OF STAKEHOLDERS HhHEsH

The Group understands the importance of communicating with internal A& BURBAE A LN BR D EBBOEE N -
and external stakeholders to enhance our sustainability performance  BEMRAR MW A HERRKE - £ —FHITHE
and further develop relevant policies and measures to respond to  BIEVBUR M AR ER (D E T K o REEH

the needs of stakeholders. The Group’s stakeholders mainly include
shareholders and investors, customers, employees, suppliers, other
business partners and the communities. Through various channels,
we regularly communicate with various stakeholders to maintain
a good relationship, understand their concerns and expectations,
and incorporate their opinions into the consideration of the Group’s

sustainable development strategy.
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ESG MANAGEMENT
ESG &

Stakeholders Communication Channels
BHE BEEE

e0e Shareholders and investors e Annual General Meeting
QP irrie: . RERFAR

e Annual reports, interim reports and announcements of the Group
o Fif  MHRERAEENE

e On-site visit or investor conference
o BIZLB SR EESH
e Results roadshow
o EIEE
e |nvestor Relations on the website of the Group
o RNEBEMY [REEMER]
® O L
k‘ (;ustomers ° gustpnl?r satisfactlon research
B e XPMEEEH
e Website of the Group and social media
o REBMuL Mt K pe
e Business communication
. o WA R
Employees e | abor union
'm' EE « ITE
e Employee representative meeting
e BMTRERE
e Chairman email
s EEXEREM
e Continuous direct communication
o RHEMERER
@' Suppliers . Eeld visit
> W . mipEE
e Examination and assessment
o TR NETHE

e Continuous direct communication

o FENEKER

:9:. Other business partners and e Website of the Group
communities o REBEMUL
Hb ZEBEERE AR ¢ Announcements of the Group

o KEEARE
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ESG MANAGEMENT
ESG &

MATERIALITY ANALYSIS

In order to gain a deeper understanding of the issues concerned
by various stakeholders, the Group commissioned an independent
consultant to assist in collecting opinions from stakeholders through
questionnaires and identified and assessed ESG-related issues
through materiality analysis. We will priorly consider and disclose
material issues in this report in response to the concerns of various
stakeholders. With reference to the materiality assessment in 2020,
the ESG Guide, and in combination with peer analysis and industry
concerns, we identified 19 ESG issues related to the Group and

formed the ESG issue database for 2021. The Board of the Group

has reviewed and confirmed the material issues.

R

BRAANBBRESREMEBINZE  ~AEEEZTE
EERBFERESER  WEFSAEBINE
R WilmiBmEZE MDA # B & aT & ESGHH 8
B RMREABRERKBEEERBESES
RE - DA JE S A ABRE 5 0B - B M12%E2020
FESEMTE  ESGIES| - AARES AT
EBRIMEE - BRI EAEEBEN19THESG
FRE K021 FEESGEEE - ASEEFE
EEGMERELEHHA

Employees @ Environment E Operation Practice and Others
%8 Y2 == © EEERREM
Employee health and safety Energy use and efficiency Product responsibility
BTIRRHEETSE BEIR{E PR B AR EmEE
Employee development and training Solid waste treatment and Use of raw materials
8 TEEEET management R #HE B
[EE] 5 i 12 A 7
Employment and employee benefits Sewage discharge and management  Intellectual property protection
BB E TrEn JIKBERURE IR A E AR
Labor Standards Air emissions and management Supply chain management
2 TR E BB I HpEsEER
Water resources and water efficiency Information security
IKE IR K Kb R BREE
Greenhouse emissions and Promote a circular economy and green
management economy
= HE T IR RERRE B AR R
Climate Change Anti-corruption
RIRE(L RER
Social participation and contribution
it m 2 K B R
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We invited various stakeholders to participate in the questionnaire and
arranged the materiality matrix from the two dimensions of “Importance

to Stakeholders” and “Importance to Chongging Machinery & Electric”.

Importance to stakeholders

HIFHENEEME

High

=]

Chongging Machinery ESG Issues Materiality Matrix

EFMEESGREERMERE

*

ESG MANAGEMENT
ESG & #

BFIBE T BENELERS [ HRFHENE
ENIRHEERENEET IMERE - HFIE
ZMIEEE o

&

Low

e 1

4. Staff Development and Training

o7

Product Responsibility
EmEE

8 T E R aE7
Energy use and efficiency
BEIR{E R B s

Importance Chongging Machinery & Electric
HEERBNEEN

® 2. Employee Health and Safety
ETRFEEZS
5. Employment and Employee Benefits
RERETER
® 3. Solid waste treatment and management
[ E pR IR LB IR

Tt

L
Q
o

® 3. Use of raw materials
JRARHE A

® 6. Intellectual property protection
HBERERE

® 9. Labor Standards
LTHR|
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SOCIAL RESPONSIBILITY
HLE B

SUPPLY CHAIN MANAGEMENT

We believe that sound supply chain management is important to
business sustainability and product quality. To achieve sound supply
chain management, we need to start with raw material quality control
while integrating environmental and financial viable practices into the
entire supply chain cycle. Based on this concept, we have formulated
the Administrative Measures for Centralized Procurement of Bulk
Materials and the Implementation Rules for Centralized Procurement of
Bulk Materials to strictly manage the supply chain. During the reporting
period, the total number of suppliers of the Group is 1,847, among

which there are 1,845 domestic suppliers and 2 foreign suppliers.

In terms of procurement, the Group is always open to mutual benefit
through collaboration with upstream and downstream players in the
industry chain. The Company adheres to open, fair and transparent
criteria in selecting suppliers, evaluates suppliers every year in
terms of price, quality, cost, delivery and after-sales service, and
insists the dual-sourcing management to establish a supply chain
platform with core competitiveness and vitality. In the selection of
manufacturers or suppliers for future cooperation, we will conduct
irregular procurement management and production-related inspection
by telephone communication and site visits to ensure that the Group

can obtain qualified products or parts and components supply.

During the Reporting Period, the Company has implemented relevant
audits on 370 suppliers. If a manufacturer or supplier is found to
have problems such as non-compliant operation or hidden dangers
in production, the Company will replace the manufacturer or supplier

in accordance with relevant policies.

The Company advocates the establishment of a green and sustainable
supply chain model, and attaches great importance to environmental
protection in product development and production. Through various
commercial activities, we demonstrate the environmental quality of our
products, promote our corporate culture, and encourage suppliers to

continuously improve their performance.
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PRODUCT RESPONSIBILITY

Adhering to the principle of “quality first, customer foremost”, we
continuously improve the product quality management of the Group
and are committed to providing customers with superior products
and services. All products manufactured by the Company are in
compliance with national standards on the industry and laws and
regulations in relation to product liability. During the Reporting
Period, the Group did not identify any cases of violations of laws and
regulations relating to health and safety, advertising, labeling, privacy

matters and remediation methods of products and services provided.

In order to strengthen product quality management, the Group has
formulated a set of effective quality management methods with its
management experience accumulated over a long time. Specific

measures include the followings:

° Implementing the “three-inspection system”, which refers to self-
inspection of operators, cross inspections among the staff and

specific inspection by professionals;

° Adopting a dual manager system for the key procedures, meaning
that there will be inspectors onsite when the operators would
conduct key procedures, and other technical staff or acceptors

on behalf of users will be onsite when necessary;

° Requiring quality reinspection. In order to ensure the quality of
the products to be delivered, the products will be subject to the
reinspection of personnel from the design, production, laboratory
and technical departments after acceptance of storage and

before delivery.

*
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SOCIAL RESPONSIBILITY
t &R

All subsidiaries have adopted ISO 9001 quality management FiAMELEHYEHFEUSO 001EEEEREF -
procedures and adopted stringent quality control procedures for HERKIEZENEEEERIE - MHEITEIE
products. The market operation department collects monthly product FAWERFAEACERLEERE  8FE2ER
quality statements of each subsidiary on a monthly basis; Quarterly — ZRGHEFEXFEEETIESTWE + BIMRIET

quality work analysis reports are submitted by wholly-owned and ZBRREFTEHALEZERERCEEHEES
controlled enterprises on a quarterly basis; In addition, the company MEES @ AHBETHEESEELA D TRE
will organize quality analysis meetings for wholly-owned and controlling W REARBHRS T AR MERMN - S EER
enterprises from time to time according to the needs. The market EBEET{ERERBIAVHEEFZERE —TRE
operation department will prepare a comprehensive analysis report T 1E o lkINFREFARNBRGFE TS EI TR
on quality and prepare a briefing report to report the quality status of X[ TEEHBERTEERES | [TELEE
each subsidiary. Each enterprise will report the progress of quality Z&EEIZ |  EMEE ARKSFRE © HREE
work and further follow up on the problem of quality. In addition, the BRETEHEEEEETNERENSUZZKRER

Pl

o

subsidiaries submit reports such as “Total value of industrial production &%
and sales and quality of major products”, “Major economic indicators
of industrial enterprises” and product quality monthly reports to the
market operation department on a monthly internal system to ensure
that the information related to mass supervision in the production

process can be properly collected and reported.
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Chongging Mengxun Electronic & Technology Co., Ltd. has also been
certified by the national authority. The product meets the requirements
of 3C certification, i.e. China Compulsory Product Certification, which is
a product conformity assessment system implemented in accordance
with laws and regulations to protect consumers’ personal safety and

national security, strengthen product quality management.

CUSTOMER SERVICE

Meanwhile, by adhering to the principle of being responsible to
customers, we will continue to improve and enhance customer
satisfaction. As of 31 December 2021, the customer satisfaction rate was
95%. In respect of services and complaints, the Group has established
pre-sales consultation, sales reception and after-sales service system.
When we receive customer complaints or inquiries, our staff will deal
with them promptly, and the results will be reported to customers
immediately. The Group sets up the principle of customer service first
and tries its best to avoid legal proceedings. The Company requires
that for whatever kind of complaints, regardless of the seriousness of
the circumstances, the assignees shall apologize to customers and
express their respect to customers. During the Reporting Period, the

Group did not recall any products for safety and health reasons.

The Group prohibits the use of false and misleading statements in
product promotion and transactions. The Group also pays attention to
protecting the privacy of itself and its customers. The Group requires
our employees involved in confidential matters to sign a confidentiality
agreement with the Group and strictly protect customers’ personal

data and information when serving them.

*
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The Group has also set up the product recall system, for which the
sales department will proactively collect the information on the quality
of products, including the complaints of customers, keep a record of
defective products and relevant information and report to the quality
management department. The quality management department will
make a comprehensive analysis of the defective products to identify
the causes quickly and offer corresponding settlement measures.
The after-sales service department is responsible for negotiating with

customers and providing proper solutions.

INTELLECTUAL PROPERTY PROTECTION

In order to protect the intellectual property rights of product technology
and key technologies, the Group clearly requires all employees to
perform their confidentiality duties to avoid possible leakage and
protect the commercial interests of the Group from a legal perspective.
We will review the relevant qualifications of new employees, handle
the labor employment procedures with them and sign the Labor
Contract and the Confidentiality Contract to ensure that employees
sign the confidentiality agreement for relevant positions and clarify
the confidentiality obligations. In addition, the Group will require the
headquarters and subsidiaries to conduct statistics on the trademarks,
patents and industrial standards owned by them or the application
status, which will be summarized and registered by the industrial
development department. The above policies strengthen the protection
of intangible assets rights and interests, and prevent infringement and

potential legal risks.
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The Group attaches particular importance to the maintenance and
protection of intellectual property rights, and has entered into a
strategic partnership with the Intellectual Property Office of Chongging
Municipality to promote the enhancement of enterprise patent level.
In 2021, the Group obtained 308 authorized patents, including 26
authorized invention patents, and expanded its patent pool to 2,053
patents, including 219 invention patents. The Intellectual Property
Office of Chongqging Municipality collaborates with the public security
bureau, the authorities regarding quality and technical supervision,
commerce and industry and other relevant authorities to crack down
on counterfeits infringing the Group’s products. These intellectual
property protection initiatives greatly assist the Group in consolidating

market share and maintaining a fair market competition environment.

ANTI-CORRUPTION

The Group attaches great importance to its responsibility in anti-
corruption in order to maintain a fair and positive business environment
and strictly complies with the following series of anti-corruption laws,
including but not limited to the Criminal Law of the People’s Republic
of China, the Anti-Money Laundering Law of the People’s Republic
of China, the Anti-Monopoly Law of the People’s Republic of China
and the Anti-Unfair Competition Law of the People’s Republic of
China. The Group has formulated the Code of Ethics of Employees
under which employees are required to abstain from accepting or
offering any money, gift and hospitality that might affect their business
decision or independent judgment, or exploit their positions against
the Group’s interests. The Anti-Fraud Procedures and Control System
is also established to prevent falsification and concealment of the
truth, fraudulence and other illegal behaviors by insiders or outsiders
involved in the Group’s activities that might infringe the interests of the
State, the Group or other parties. In addition to an internal audit system
in place to monitor and review all employees as to their compliance
with anti-corruption laws and regulations, the Group has established
the whistle-blowing system and procedures, including a special email
address and hotline to accept whistle-blowing reports. Whistle-blowers
of verified cases will be rewarded accordingly. During the Reporting

Period, the Group did not identify any corruption litigation cases.
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Under an innovative supervision model, the internal audit department
directly reports to the Board and accepts supervision and guidance
from the Audit and Risk Management Committee, strives to “manage
assets” through asset audit and financial audit, “manage compliance”
through inspection and investigation, “manage personnel” through
economic responsibility audit, “manage matters” through project audit,
“manage risk” through effectiveness assessment to earnestly ensure
supervision and give full play to the immunizing power of auditing
through adequate “service, supervision and compliance”. In addition,
the supervisory committee of the Company also plays an equally

important role in monitoring the daily operation of the Company.

Pursuant to the Basic Rules on Internal Control of Enterprises jointly
promulgated by five ministries and commissions including the Ministry
of Finance and the Code on Corporate Governance Practices for
Listed Companies on the Hong Kong Stock Exchange, the Group has
established a sound internal control system. Through the evaluation
and inspection on the operation of the internal control system of the
Company and its subsidiaries, as well as the continuous tracking
and monitoring of improvement on the internal control system, the
effectiveness of the internal control system has been promoted. In
2021, an evaluation or improvement has been conducted on the
effectiveness of the internal control system for the Company, and the
subsidiaries Chongqing General Industry (Group) Co., Ltd., Chongging
Machine Tools (Group) Co., Ltd., Chongging Pump Industry Co.,
Ltd. and Chongging Machinery & Electronic Intelligent Manufacturing
Co., Ltd. as well as the improvement on internal control system has
been tracked and monitored for Chongqging Pump Industry Co., Ltd.,
Chongging Gas Compressor Factory Co., Ltd. and Chongging Water
Turbine Works Co., Ltd.

18 ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2021
CHONGQING MACHINERY & ELECTRIC CO., LTD

AEFEFEESTN - AEHFITHESSEESR
BRI BRERREEZEENEENES -
NEBEET  MHEFNEEE]  REFHES
Bl BEREEFEAl BEREAEZF]- A
RIEFHE E R ] - MEI RGN - BEERIAL -
BRI BEEBRYE  NEREFRIFNRE
fEf o WO RABMESETREBRARBEE
LEIREZEREEZNAR -

BRETEYBBE R EANRIEHELRR
FEOINBFEBRIACLETAREREATADNE
Ko AKERIYTEENATIENRR - BEY
ARBRFABEEABEHRZETONE &
T BB ERMEE - R R B
RBERETHNENME - —2=—F - HARARHK
BYARERAKE  HAKE  ERQFANEHE
EERARIRRT AEEMMEFERREAZR
CRERBIREBEKARFHNIEENR
HEITIRMEESSE o

e



The Group has established effective legal risk prevention and treatment
framework comprising the Contract Management System and the
Management Measures on Legal Affairs. A legal review mechanism
has been established for rules and regulations, economic contracts,
and material decisions. In 2021, the Group reviewed 92 contracts; and
a quarterly reporting mechanism of significant legal risks has been

established to resolve the legal risks promptly.

Directors and employees of the Group actively participated in anti-

corruption training. Some of the training activities during the year are

as follows:

SOCIAL RESPONSIBILITY
HE R

AEBEICKAREEME) (BREEREHE
BHDEVEBIE - B BOYROEE R & 8 pR 12
B e BEURERE KBEER EBRK=-RE
RITEEEEREL  — T - —FTESHAR
92ff  BUBEXAZRERFHHES - RE(CEX
RERE -

AEBEERETHEBL2ERESHEN - AT
EAFENE D BIESR

The Group held the subsidiary party secretary’s report on party
construction work and education of party history summary meeting
2021. The meeting conveyed the spirit of the Group’s party style, clean
governance construction and anti-corruption work, and summarized
the development of the Group’s party history education. The meeting
planned for implementing the spirit of the Group’s party style, clean
governance construction and anti-corruption work conference, and
consolidating the achievements of party history education, and anti-

corruption education and warning films were watched in the meeting.
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Chongaing Pump Industry Co., Ltd. held Party Style and Clean
Governance Construction Promotion Meeting 2021 to convey the
Chongging Machinery’s spirit of party style, clean governance
construction and anti-corruption work. In the meeting, the party style,
clean governance construction and anti-corruption construction work
of Chongqging Pump Industry Co., Ltd. were planned and arranged,
and conversations on clean governance were conducted with newly-

promoted cadres. Warning educational videos on anti-corruption

practices were also watched in the meeting.
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ENVIRONMENTAL BENEFITS

ENVIRONMENTAL MANAGEMENT

Against the background of deteriorating environmental issues and the
transformation and upgrading of traditional manufacturing industries,
the Group understands that as a part of the industry, we should
take the initiative to assume more environmental responsibilities.
The Group adheres to the production principle of “saving energy
and reducing emissions” and is committed to building a resource-
saving and environmentally-friendly enterprise. The Group advances
technological innovations, enhances resource utilization efficiency
in its development and promotes energy conservation and emission
reduction in its production and development, to explore an approach
featuring low consumption, low emission and high output.

Therefore, the Group actively establishes and implements a
management system that contributes to environmental protection.
The relevant management system has been audited and certified
by a third-party institution. The environmental management systems
established by the subsidiaries of the Group, including Chongging
General Industry (Group) Co., Ltd., Chongging Pump Industry Co.,
Ltd., Chongging Machine Tools (Group) Co., Ltd., Chongging CAFF
Automotive Braking & Steering System Co., Ltd., Chongging Water
Turbine Works Co., Ltd., Chongging Gas Compressor Factory Co.,
Ltd., Chongging Mengxun Electronic & Technology Co., Ltd. and
Chongging Cummins Engine Co., Ltd. have been confirmed that were

in compliance with the requirements of ISO 14001: 2015.

The Group strictly complies with all applicable environmental laws and
regulations. During the Reporting Period, we did not identify any cases
of non-compliance or violations of the code of conduct regarding air
and greenhouse gas emissions, discharges into water and land, and

generation of hazardous and non-hazardous waste.
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EMISSION MANAGEMENT

The Group strictly complies with national laws and regulations such as
the Environmental Protection Law of the PRC, Atmospheric Pollution
Prevention and Control Law of the People’s Republic of China,
Law of the People’s Republic of China on Prevention and Control
of Radioactive Pollution and the Comprehensive Work Program for
Energy Saving and Emission Reduction in the 13th Five-Year Plan
Period. The Group has internally established management systems
within its subsidiaries and formulated relevant system documents.
For example, the Group’s water pump company has formulated the
Standardized Management Measures for Industrial Solid Waste and
Hazardous Waste, Environmental Protection Management System,
Pollution Prevention and Control Facilities Operation Management
System and Environmental Protection Accident Management System
to conduct environmental management with a series of documents.
The Group eliminated outdated production capacity, implemented
upgrading and renovation on major production equipment, raised the
level of energy utilization, aiming at realizing energy consumption per
unit of major products exceeding the national standard and maintaining

an advanced standard in the industry.

The Group is principally engaged in manufacturing machinery
equipment and parts, which does not directly emit a large number of
exhaust gases, greenhouse gases, wastewater and other hazardous
wastes. The Group understands that transportation is one of the main
sources of carbon emissions. To reduce greenhouse gas emissions
caused by business travel and related transportation, the Group
provides and encourages employees to use video and teleconferencing

systems.

*

ENVIRONMENTAL BENEFITS
BB

e B

AEEERREPEARKNBREREER)
(CREARAMBARSRIEE) (PEARK
MBS RAE) (T =R R bR A
THEFRISBZFORRER  EETERAIZ
VEERER - BB EXM o fInA KB
ERAFCKRREKTXERENMERENRE
fLERRE)  CREREEEHE)  O520A
FETERHEIR(RREFREEFE)  A—
RO i o NEBRAATRRESR
BT BEERBHOITRSE BETR A A 7K

BRI EEMEMRERERENRRELESE
R REBITERLENKE -

TRRER

IREA

AEFBFXFEXBAEEREHWWMBE LRI -
TEEEBEPTEEELEAREZER - BERE -

VEIKE BB o 7N 5 [ R AR B 22 3B 8 B 2 IR BE AR
MEZHRRz— BZMRELSEE TEARAE
BHEEHES  UBLBEKREEREEERB

BERSIBRMAZTREEHEN -
2021 B - HEREREE 93

EERERNBRAT



o~ T
ENVIRONMENTAL BENEFITS
BRI 4
Air Emissions'? ZREERY? Unit By 2021
2021FE
Nitrogen oxides (NOXx) ﬁﬁ{tﬂ%(NOx) kg BT 9,623.82
Sulfur Dioxide (SO,) i (S0,) 182.41
Particulate Matter (PM 2 (PM ) 224.42
Particulate Matter (PM, ) % (PM ) 319.58
Carbon dioxide (CO,) — &kt (COL 6,547.63
Greenhouse Gas Emissions REEREHFNRE Unit By 2021
20215 E
Total GHG emissions mERBANE Tonnes (CO,,) WA
(Scope 1 and Scope 2) (BE—M&EE ) (Z&eixE =) 14,127,481.64
Scope 1 Direct emissions? HE—EEER 28,938.10
Scope 2 Indirect emissions® = =B 14,098,543.54
Intensity mE Tonnes (CO,.) Wi/ BETARM
million RMB e AS
revenue ° 1,906.39

24

The calculation method and relevant emission factors of emissions
generated from vehicle fuel consumption are referenced from the Technical
Guidelines for Air Pollutant Emission Inventory for Road Vehicles (Trial),
while the emission generated from machinery are referenced from the
Technical Guidelines for Air Pollutant Emission Inventory for Non-road
Mobile Sources (Trial).

Emissions from natural gas consumption are calculated with reference
to the Manual of Emission Factors for Domestic Pollution Sources (Trial)

and the Industrial Boiler (Heat Supply) Industry Coefficients Manual.

The calculation methods and relevant emission factors of greenhouse gas
emissions (Scope 1) from fuel consumption of vehicles and machinery and
natural gas consumption are calculated with reference to the Guidelines
for Accounting and Reporting Greenhouse Gas Emissions from Road
Transport Enterprises (Trial) and the Guidelines for Accounting and
Reporting Greenhouse Gas Emissions from Other Industrial Enterprises
(Trial).

The national grid average emission factor of the Accounting Methods
and Reporting Guidelines for Greenhouse Gas Emissions of Enterprises

(2021 Revision) for power generation facilities is used.

Revenue of the Group for the Reporting Period was RMB7,410,600,000.
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Through the optimization, modification and recycling of our critical
points with large energy consumption including waste heat, residual
pressure and lighting, the Group has reduced the rate of emission in
terms of standard coal, CO2, SO2, particulate matter and greenhouse

gases.

HAZARDOUS AND NON-HAZARDOUS WASTE

The Group is principally engaged in the manufacturing of machinery,
equipment and parts. The emission mainly comprises solid metal
scraps from the machining process. During the Reporting Period, the
Group generated approximately 8,141 tonnes of metal scraps during
operation, which were disposed of through public auction with total
disposal proceeds of approximately RMB15,779,394. The hazardous
wastes produced by the Group are mainly composed of waste oil and
waste oil wrapping materials, in a total of about 166.01 tonnes, which
were collected by qualified professional recycling companies for the

innocuous treatment.

For the disposal of hazardous waste, we have formulated a waste

management system, some of which are as follows:

Collection, transfer, storage and management of hazardous waste

° The production and manufacturing department checks the
waste classification and storage of the Company’s solid waste
collection site in accordance with the Measures for Regulating

the Management of Garbage Sites;

° Hazardous waste is transferred from each factory to the Company’s

temporary storage point of hazardous waste;
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Each department of the Company is responsible for the
classification, storage and management of waste in the unit,
and the storage containers, facilities and sites should be kept

clean and tidy at all times;

The property management company shall keep the storage site
clean and tidy, and shall not have waste scattered or polluted

ground.

Disposal of hazardous waste

1.

26

The production and manufacturing department selects units with
hazardous waste disposal licenses to conduct bidding and obtain
relevant data for review. The aspects to be considered in the
assessment include: whether the contractor has the qualification
of a hazardous waste treatment license; Whether the contractor
has the waste treatment capacity and whether it will cause

secondary environmental pollution.

Before signing the contract, it is necessary to confirm the
processing capacity of the counterparty, and in the contract,
the contractor is required to commit not to cause secondary

pollution.

The production and manufacturing department regularly entrusts
qualified recyclers to handle and comply with the relevant national

laws and regulations.
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Disposal of non-hazardous waste %

° The general waste that can be recycled and reused will be e
transferred by each sub-factory to the designated place for
storage. Those that cannot be recycled and reused will be
transferred by the property management company and each

branch factory to the domestic waste storage point for storage.

° General waste is disposed of by the production and manufacturing e
department. Brutal loading and unloading are strictly prohibited
and leakages are prevented during transportation. Also, a
handling agreement is signed to prevent adverse environmental

impacts caused by improper transportation or handling.

*
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Hazardous Waste BEBREY Unit B 2021
2021 E
Total hazardous waste BEEBEEYRS Tonnes 7 166.01
Intensity e Kg/million RMB  F3= EBE&7T
revenue AR A 0.02
Non-hazardous Waste BEREY Unit By 2021
20215 E
Total non-hazardous waste EEREZEYRE Tonnes 18 9,836.43
Intensity wE Tonnes/million W, HE&TT
RMB revenue AR A 1.33
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WATER RESOURCES AND SEWAGE DISCHARGE

The Group attached great importance to the utilization and conservation
of water resources. We strictly comply with the Law of the Water
Pollution Prevention and Control Law of the People’s Republic of China
and adopted water-saving production technology and equipment. The
Group effectively managed and controlled the living and industrial
wastewater generated from the Company’s operations, products
and services. Through the construction of sewage treatment and
recycling systems, it is ensured that the industrial wastewater meets

the discharge standards °

The Group has also set up water conservation labels to enhance
water-saving awareness. The concealed pipes were checked regularly
to avoid leakage, and the internal water supply systems were also
inspected. In addition, the damaged tanks, faucets and other water
supply facilities were repaired or replaced promptly. The Group’s
water is sourced from the municipal water supply network and there

is no significant difficulty in sourcing water.

For sewage discharge, we have formulated the Wastewater

Management System, some of which are as follows:

1. All units of the Group that discharge production wastewater
must add residue filters to the discharge outlets as required
to prevent blockage, regularly clean the waste residues, and
discharge wastewater to its wastewater treatment station for
treatment. The degreasing wastewater from the cleaning line
and phosphating line is discharged to the wastewater treatment
station through the oily wastewater pipe network. Wastewater from
paint spraying, electrophoresis and phosphating is discharged
into the wastewater treatment station through the respective
special pipe network. It is strictly forbidden to pour all kinds of
wastewater into rainwater pipe networks and other waste pipe

networks;
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2. Toilet sewage containing manure in domestic wastewater must
pass through septic tanks or regulating pools before entering

the treatment facilities;

3. The canteen sewage in domestic wastewater must pass through

the grease trap and filter to enter the wastewater treatment station;

4. The production and manufacturing department is responsible
for the management of the wastewater treatment station. All
wastewater entered into the wastewater treatment station must
be treated in accordance with the operating procedures of the
wastewater treatment station, and only wastewater meeting
the standards can be discharged after the treatment. Direct

discharge of untreated wastewater is strictly prohibited; and

5. Waste residues separated from wastewater treatment must be
cleaned up regularly in accordance with the requirements of the

system.

The Group’s wastewater treatment system is complete and included
in the government’s online real-time monitoring, all of which meet the

discharge standards.
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2021FE

Total water consumption BEREKE m3 S A 591,446.00
Intensity wE SR/ BETT
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ENVIRONMENTAL BENEFITS
BB

USE OF RESOURCES

Responding to the government’s call on environmental protection
and energy-saving, the Group has accelerated the elimination and
scrapping of equipment with high energy consumption. Meanwhile,
our new plants are constructed in full compliance with environmental
standards, including the design of new energy-efficient equipment and
the wide use of green offices based on paperless technology. The
Group continued to carry out comprehensive energy-saving research
on other subsidiaries, to encourage the staff to effectively utilize energy
and to realize energy-saving and consumption reduction.

Chongging General Industry (Group) Co., Ltd. (*CQGI Group”)
has formulated the Energy Management System to strengthen the
standardized management of its energy use and enhance employees’
awareness of energy conservation. The measures guide different
business departments on energy management matters, including the
establishment of an internal charter, departmental energy performance,
and guide business entities to save energy through the following

measures:
1. Control the temperature of air conditioners in summer and winter;

2. Save electricity for lighting, and use sound-controlled lamps
in places that are not in use for a long time to avoid long-term

lighting;

3. Save electricity for office equipment, turn off all kinds of electrical
appliances consciously after prolonged use and after work to

reduce standby energy consumption; and

4. High-power electrical appliances are strictly prohibited in the

shift building.
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In terms of water consumption, CQGI Group has also implemented the 1 7

following measures through the same management system: E
1. Perform monthly statistics on water consumption, submit and 1.
supervise water conservation, and urge all departments to jointly

use water and save water;

2. Partial installed the sensor taps to save water. 2.

ENVIRONMENTAL BENEFITS
BB
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In 2021, the Group will continue to implement contract energy —T - —FERNEBEEBAEKEOMEB TR

management in selected qualified enterprises. iR T

Type of resource

consumption BREEER Unit By 2021
2021 E

Energy consumption’ ERBEREE
Total energy consumption BEEREFEE MWh FEF B 24,251,818.80
Electricity ES MWh FEF R 24,145,476.18
Fuel oil BAH MWh TEFRE 88,138.75
Natural Gas KAR MWh FEF b 18,203.87
Intensity 7E MWh/million RMB T{&T ELE, B E

revenue TTAREUA 3,272.59
Paper HoR Tonnes 1A 13.58
Packaging materials BEYIR
Total packaging materials BEYHEE kg T 569.70
Intensity BE kg/million Fr,/EBET

RMB revenue AREEIA 0.08

! The calculation methods and relevant conversion factors for the conversion !
of energy units are based on the Guidelines for Accounting and Reporting
Greenhouse Gas Emissions from Enterprises in Other Industries (Trial), the
Guidelines for Accounting and Reporting Greenhouse Gas Emissions from
Road Transport Enterprises (Trial), the Gasoline for Vehicles (GB17930-
2016) and the Diesel for Vehicles (GB19147-2016).

RERBABRNGERT ERBBEREHHLE
(TEHEMTECERAZTREHMZE F AER
EEBERTND (ELXBERLERETRE
P E R EERERB(ET))  (ERRM)
(GB17930-2016) K (B A 4Hm X GB19147-2016)
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ENVIRONMENTAL BENEFITS
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ENVIRONMENT AND NATURAL RESOURCES

Humans are highly dependent on the ecosystems of nature, thus it is
important to protect biodiversity and ecosystems. We pay full attention
to the possible impact on the environment and the consumption of
natural resources during the production process. We have established,
followed and maintained an effective environmental management

system to reduce the environmental impact of our operations.

Chongqging CAFF Automotive Braking & Steering System Co., Ltd.
identified that their production process may cause heavy metal pollution
to the environment, and therefore established mechanisms including
the Emergency Plan for Sewage Treatment Station, the Wastewater
Management System and the Emergency Plan for Environmental
Pollution to suppress the heavy metals that may be leaked in the

course of business.

CQGI Group will use natural gas and other energy in the production
process. Therefore, CQGI Group has set up an equipment energy
management department, and established daily inspection, check
and other management processes. CQGI Group also installed safety
facilities such as flammable gas probes in potential areas with leakage
of natural gas to further improve the possible significant impact of
natural gas emergencies. During the production process, CQGI Group
will use paint that generates volatile organic compounds (VOCs).
Therefore, CQGI Group has installed VOCs equipment to collect and
dispose of exhaust gas, and timely replace activated carbon, filter
cotton and other consumables to ensure that the emissions meet the
standards after disposal. In the process of loading and unloading
hazardous chemicals, improper operation may cause leakage of
hazardous chemicals and soil pollution. Therefore, CQGI Group has
prepared, reviewed and finally approved the environmental emergency
plan and conducted regular drills to improve its emergency response

capabilities.
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. SGS
1SO 14001:2015

ik, MRRIE D ERRE

Chongging Cummins Engine Company’s factory in Shapingba plant
has obtained ISO 14000/GB/T24001-2015 Environmental Management
System and ISO 50001/GB/T 23331-2020 Energy Management System
certifications. Cummins has formulated the Environmental Factors
Identification and Evaluation Control Procedures and the management
procedures for waste gas, wastewater, waste residue, etc., and
identifies the environmental impact and control measures caused by
various production activities of enterprises from the perspective of
the whole life cycle. The wastewater generated during the production
process is treated by the sewage station of the company to meet
the standards and then discharged into the municipal sewage pipe
network. The exhaust gas is treated by the exhaust gas treatment
facilities and discharged in compliance with the standards. The

hazardous waste generated is disposed of by qualified third parties.
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ENVIRONMENTAL BENEFITS
BB

CLIMATE CHANGE

Climate change has become one of the current challenges that require
immediate action to address. Facing this huge challenge, the country is
also in the same strict position and has put forward long-term climate
targets for carbon peak by 2030 and carbon neutrality by 2060. “14th
Five-Year Plan” advocates carbon reduction, energy conservation and
consumption reduction as the main means of ecological environmental
protection planning, and relevant concepts will become the new

direction of enterprise development.

Chongging Cummins Engine Company, a subsidiary of the Group,
has established the Emergency Plan for Flood Prevention and the
Business Continuity Plan of the company, and Chongqging General
Industry (Group) Co., Ltd. has established the Emergency Plan for
Heavy Pollution Weather to avoid the physical risks caused by climate

change with a systematic framework.
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EMPLOYMENT AND LABOR STANDARDS

The Group embraces the concept of “paying respect to the dedicated,
utilizing the competent, fostering the aspiring and incentivizing the
innovative” for talents, seeking to provide a safe and sound working
environment for employees and cultivating talents experienced in
technology and management. By improving the remuneration system
and designing career paths, the Group expects to establish a
comprehensive incentive system based on physical, mental, emotional
and growth motivations to carry forward a harmonious and stable
employment relationship. The Group fully safeguards the rights of its
employees, respects employees’ differences, provides a safe and
harmonious working environment for every employee, and cohesively
pursues the realization of employees’ solidarity and sense of belonging
through human resources policies, employee benefits, vocational
training and related activities. Together we pursue the core values

of the Group.

The Group has been strictly in compliance with all relevant local
employment laws where the operation is located, including but not
limited to the Labor Law of the People’s Republic of China and the
Labor Contract Law of the People’s Republic of China. During the
reporting period, the Group did not have any cases of violation of
relevant employment laws and regulations, nor did it receive any

complaints related to recruitment.

PEOPLE-ORIENTED
AN A

O 00 I 55 A e

AEBFRATEEWMENA - BFEBRNOA  BE
BENA  BBEFHOAINATES  BHR
ETREHEERZENIHERE  BESHRIM
MERERMOAT @  TEFHOEER  FRE
TRXZRBER  BEERAYE B9 8
B BROZEABRBER  #ENBRMNFRE
MEERR - AKEE2NEEBSTEN  BESR
ITZEN  RAFUEIRHE—MEAR2MFENHT
FRIR - WEBANEREEK - BTHRAN - BE
Bl REREESRER THRLNMBER - i
FEERERANEENZMEER -

AEBEBEBETHALESHEBNREED -
ERERENRNPEARKMBESEE)R(F

EARKMBESEE REVEERER - MEHH
I 38 RARBE R IBE DI R R B - IR
BRI EANRFESR -

2021 3845 -
EERERMNERAA]

HEREARE 35

|

\

N



PEOPLE-ORIENTED
N

During the Reporting Period, the Group had 7,692 employees. The  #HR&EHIM @ AEEAE7,602Z28 T - U Nh2EE

summary of employee data is set out as follows: HIRME -

Total number of employees & T#A#

5,385

By Employment

2,307 By Gender

type
ezl

ERER

© Male @ Female © Full-time O Part-time
L z EEE 0

431
3— 3,322

_ 7,548
2,013
By Age By Region
FHe &
1,926 .

@ Aged<35 @ Aged between @ Mainland China ) Hong Kong
<355% 36 and 45 T E At b
36-455%
@ Agedbetween @ Aged=56 @ Euro-American Region
46 and 55 2567% BEtE
46-558%
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Employee turnover rate’

*

PEOPLE-ORIENTED
AN

EERALLZR

By Gender

Bl

@ Male [ )
i
1.9%
6.5%
@ Ageds<35 @ Aged between
<355% 36 and 45
36-455%
@ Agedbetween @ Aged=56
46 and 55 25675%

46-555%

The calculation formula of employee turnover rate for each category is:
number of employee turnover of the category during the reporting period/
total number of employees of the category as of the end of the reporting
period x 100%.

Female
z
5.2%
By Region
ihE
@ Mainland China € Hong Kong
REIA &8

@ Euro-American Region
BEE

1 BERNEESBEBRXFEARS - MEHAZES
BEERMAB BEREARZEFIOLEE A
#x 100% °
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PEOPLE-ORIENTED
UNFyA

REMUNERATION AND BENEFITS

We have a well-established remuneration management system to
ensure that all employees are entitled to remuneration, benefits and
welfare, including minimum wage, leave, compensation for dismissal,
as well as relevant social insurance and provident fund benefits. We
adhere to the approach of linking individual compensation to corporate
profits. Employees are offered a competitive remuneration package,
subject to annual adjustments based on individual performance,
contribution and market conditions. With work hours arranged in
strict compliance with national labor laws, the Group pays full respect
to employees’ right to rest, providing paid leave and other leaves for

marriage, maternity and bereavement in addition to statutory holidays.

RECRUITMENT AND PROMOTION POLICY

The Group adheres to the principle of fairness. The recruitment
process is based on the needs of operation and management,
business development, as well as the requirements of job skills
and qualifications. The Group carefully selects suitable employees
based on the analysis of candidates’ ethics, professional skills, work
experiences and relevant qualifications, and never gives priority to
personal relations and interests and there is no discrimination. We
have also formulated a comprehensive performance appraisal and
a fair promotion mechanism to evaluate the work performance of
employees, ensure that each employee receives reasonable promotion
opportunities and builds a progressive and harmonious corporate

culture.

EQUAL OPPORTUNITIES AND DIVERSITY POLICY

The Group assesses employees based on their scope of work,
qualifications, work performance, sales volume and market conditions.
Remuneration, benefits and promotion are determined with reference
to the evaluation results. The Group does not discriminate against or
deprive of any benefits due to gender, ethnic background, religion,
age, marital and family status, disability or any other reasons, and

ensures that employees receive fair opportunities.
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The Group also actively protects employees from any form of
harassment and bullying at work. We have high requirements for
employees’ conduct and ethics. We monitor and prohibit harassment
and bullying within and outside the workplace through training and

information sharing, as well as strict codes of conduct.

We take labor protection measures for female employees during
menstruation, pregnancy, maternity and lactation periods, and it is
prohibited to arrange females in any work of the fourth-level physical

intensity as specified in national regulations or other prohibited work.

PROHIBITION
LABOR

OF FORCED LABOR AND CHILD

The Group strictly complied with the Labor Law of the People’s
Republic of China, the Provisions on the Prohibition of Using Child
Labor, the Regulations on Labor Security Supervision and other laws
and regulations, and strictly prohibits the use of child labor, inflection
child labor and forced labor, etc. During the interview and onboarding,
applicants are required to provide identification and qualification
documents including but not limited to identity cards and academic
certificates. Once the age of the applicants is proved to be inconsistent
with the legal requirements, the Group will terminate the employment
procedures. To protect the legitimate rights and interests of employees,
the Group has set up internal risk control positions (risk control, internal
audit and discipline inspection) to supervise whether employees have
handled the procedures in accordance with the procedures. At the
same time, a petition office has been set up, and relevant personnel
can make complaints, and grievances and report non-compliance
matters. We will also specify the working hours and work content in
the labor contracts signed by both parties in accordance with relevant
laws to prevent forced labor. The Group will review and further improve

the labor mechanism from time to time.

During the Reporting Period, the Group did not have any child labor
or forced labor, and there were no cases of non-compliance with

labor standards.
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DISMISSAL POLICY

In general, the Group dismisses employees mainly due to the following

reasons:

° the employee’s long-term poor work performance, or the
employee’s ability and skills clearly do not meet the corresponding
requirements of his/her position, so that he/she is not competent

for the current job;

° Significant violation of laws and regulations and employment

rules by employees to meet the conditions for dismissal; and

o The existence of the enterprise cannot be sustained due to major

objective reasons.

In case of dismissal due to the above reasons, the Group will follow
the procedures and make reasonable compensation to the dismissed
employees in accordance with the relevant employment ordinance
guidelines and the relevant termination provisions set out in the

employment contracts of each employee.

HEALTH AND SAFETY

The Group strictly complies with the Labor Law of the People’s
Republic of China and the Law on Protection of Labor Rights and other
applicable laws and regulations. Sticking to the approach of “safety
foremost, prevention-dominated and comprehensive treatment”, the
Group strictly implements the Basic Rules on Standardised Production
Safety of Enterprises (AQ/T9006-2010) and relevant laws, and has
formulated the Compilation of Work Safety Management System to
regulate the management of the safety production of subsidiaries by
the market operation department. Such management measures are
issued by the general manager office. The Group has made a clear
division of the responsibilities of the subsidiaries for production safety,
where the legal representative or the chief executive officer of the
employer is the first person responsible for the production safety of

the entity and is fully responsible for the production safety of the entity.
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The Group requires each subsidiary to establish and implement
the accountability for safety production, sign the Responsibility
Statement for Project Management, and implement target responsibility
management. The Group implements a production safety responsibility
system with level-by-level responsibility from bottom to top and level-
by-level assessment from top to bottom, and clearly classifies the
production safety responsibilities of the chairman, general manager,
party branch secretary, vice general manager, secretary to the Board,
financial director, safety production committee, division of labor union,
office, party-masses work department, finance department, capital
operation department, industry development department, market
operation department and employees of the Group. The production
safety responsibility system at all levels has been reviewed and

approved by the Board.

In response to occupational diseases, CQGI Group issued the
Safety Production Management System, Environmental Protection
Management System and Occupational Health Management System,
and put forward management requirements such as body checks
on occupational disease for employees and regular detection of
occupational disease hazards, and added safety and dust-prevention

facilities.

Chongging Gas Compressor Factory Co., Ltd. has formulated the
Compilation of Occupational Health Management System based on the
Law of the People’s Republic of China on the Prevention and Control
of Occupational Diseases and the Provisions on the Supervision and
Administration of Occupational Health at Work Sites. It specifies
the definition of occupational diseases, responsibilities of various
departments, implementation details of warning and notification of
hazards, declaration of hazardous items, publicity and education of
hazard prevention and control, maintenance and repair of protective
facilities, the management system of hazardous protective equipment,
the management system of hazard monitoring and evaluation, the
management system of “Three Simultaneities”, the management
system of occupational health surveillance and its file management,
handling and reporting of occupational disease hazard accidents and
emergency rescue and management system of occupational disease
hazards, and provides specific and systematic action framework for

employees in response to relevant risks.
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PEOPLE-ORIENTED
YN
2021 2020 2019
20215 E 20204 [Z 20195 /Z
Number of work-related fatalities occurred — BE=FEHFHE T T
in each of the past three years PN 0 0 0
Rate of work-related fatalities in each of the BE=ZFFHFAT T
past three years L= 0% 0% 0%
Lost days due to work injury ATHIEELATIIERH 80 30 20
The comprehensive management department of Chongging Gas EEREEARMAER QNS EIE AR
Compressor Factory Co., Ltd. organizes and cooperates with relevant A EPIACE - B2 RIHTE &S T - Al B h AR
departments to implement factory-level occupational safety and BFEZEDEEHE @ KETIR162E  HFIR
health education for new employees of the company before taking MITARBELEEEHRE RS MPER @ Fa

up their posts for no less than 16 hours. The department-level and
team-level occupational safety and health education is organized by
various departments, supervised and inspected by the comprehensive
management department. The education time at the department level
is no less than 24 hours, and the education time at the team level is
no less than 32 hours. We strive to enhance employees’ awareness

of occupational safety at all times.

The above occupational health and safety management system has
been audited by a third-party institution and certified to ensure that

the relevant system meets the requirements of ISO45001: 2018.

During the Reporting Period, the Group did not have any cases of
non-compliance with the relevant laws and regulations relating to
providing a safe working environment and protecting employees from

occupational hazards.
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DEVELOPMENT AND TRAINING % g B3

With an aim of creating a learning-oriented organization, the Group has ~ &FT &S H AR EFX

=

centered on competency development to improve professional quality, b RABEERSE
CRUEEREIIEREER  REIRMEEHN

established a platform for employees’ career development, and built a

-*

PEOPLE-ORIENTED
ANZyA

REBIAE TN ZR X
BERETITRELEZRRY

HI

&
sound training management system, thus providing a wealth of learning 2 ZE#EMRIFNAFHZRZSE -

opportunities and a positive atmosphere for knowledge sharing.

PLrogis Al
B £ PuIVDG A A AR UIBES 3 AL

o

In June 2021, the fourth session of the training class for reserve talents for leaders of subsidiaries organized
by the Group commenced. A total of 50 trainees participated in the talent training class, and a three-month
part-time training will be conducted. The training includes corporate strategy management, marketing, financial

management, human resources management, party building, etc.
202168 - AEEERNEMAFMECEREANSREATEIIRI - ASFIIHLE0R2ELIN - #1T
TREZEANFEHESI - WROFINIEE - CEERER  WHTHE  MBEERE  ANERER  BENERSE
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PEOPLE-ORIENTED
UNFyA

BEERERERREIRE AR EIR20214F9 A8 7
HIRITEEEFEEREEREEZIIREZ - B

In September 2021, Chongging Gas Compressor Factory Co., Ltd.

held training and assessment on lifting operation and command skills.

For the overall training during the Reporting Period, please refer to  RZAREFEHREEIIB N - FL2HEUTHE
the table below. 1% o
Employee training hours: BB ERFE
Category 2021
EHl 20215
Total number of employees 2 EIFFI8 TRAE Number AE
participating in training 7,415
Percentage of employees SEEYI 8 T Percentage AL
participating in training ERRCEGal]
to the total number of
employees 96.4%
Gender! R Male e Percentage Bkt 72%
Female 5§ Percentage AL 28%
Employee Category EEER Executive THREEBAR
management 31%
Other employees EMET Percentage AL 69%
Gender? el Male S Average hours F19RFE 71.3
Female '8 Average hours T £ 73.1
Employee Category? EEER Executive THE®EAE  Average hours FHEE
management 75.3
Other employees EMET Average hours FHEFEL 68.7
1 The calculation formula of the percentage of employees trained in each 1 EHEANEEZIESLLIEARA : ZERINZ

IR E AB HZIE B AZX 100% -

category is the number of employees raining in the category/the total

number of employees training x 100%.

BHENEREEFHRIBEHELAR
PV IE B ZIER 8 ZARREE AR -

2 The calculation formula of the average training hours per employee in 2 M
each category i: the total training hours of employees in the category/the

total number of employees in the category.
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CARING FOR SOCIETY

COMMUNITY INVESTMENT

The Group actively fulfills its social responsibility in accordance with
the Chongqging Machinery & Electric Co., Ltd. Management Measures
for External Donations. This includes relief donations to socially
vulnerable groups and individuals suffering from natural disasters or
living in national recognized forme revolutionary base areas, areas
inhabited by ethnic groups, remote and border areas and poverty-
stricken areas and those who are in need of production, living relief
and relife, public welfare reliefs to education, science, culture, health
and medical care, sports, environmental protection and social public
facilities construction. This ensures that the Group actively fulfills its
responsibilities and obligations in social welfare, cares for and helps

the socially vulnerable groups and supports charity.

HEA

A 1 o] i

AEERBKEERERNERA AL IMNEHER
WE) BRETHEAREME - HheEmER
BEAXERERFTERN(EZ - D & BEIFH

BARREOLSSEHENEARENANE
E - EERE - REHRBOELERE  mEE - #
2 Xt FLEBE  BEEX  REREUR
HEAARMERNLAGZEBESETER - U
WHERAEEBEEBETHE AT ENEENE
% BOEDTEHRE R

CXFREEE -

The Group actively responded to the national rural revitalization strategy and implemented consumption

assistance with practical actions. We regularly purchase local agricultural products from a town in Chongging,

which not only contributed to the rural revitalization, but also made employees feel the Group’s care.

AEBERGOERERAMNIREEE  WERTHRTEEER  BEATHBEEETRMBAZHRER - RS

REERMECHIE  LEEASTRIIIKERHE
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CARING FOR SOCIETY
B AL &

46

"'Serving the community and giving back to the society” is the key to the corporate responsibility of Chongging
Cummins Engine Co., Ltd., a joint venture of the Group. The “Dynamic Community, Beautiful Life — Barrier-Free
Bracelet” public welfare project was launched in 2018. It has improved the quality of life of more than 1,300
hearing-impaired people and their families until now. The picture shows that in January 2021, the company
donated 800 sets and 200 sets of second-generation “barrier-free” bracelets to the Chongging Association for
the Deaf and Lijia Street in Yubei District respectively, all of which were used for the hearing-impaired people

in the community

[RstR  WETE I RARESE R EERAMEDHRERARINEESEHER - 2018FRBN B HitRE
EHEE-BERTFRIARER - 2S9ER1300FLBEEBA LT RERENEEMESRIETT - BR2021F18 - 2
AIMEEMREARSRES Al EEEFIRC00E  AltEIEREE200E  2HANLEREBAL -
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CONTENT INDEK OF THE STOCK EXCHANGE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORTING GUDE |
WAchT (ORI~ AL e REIRHGETR T K51

Main Scope

TRERE

Description Relevant Section
AES REEH

Mandatory Disclosure Requirements

BHRERE

Governance Structure

A statement from the board containing the following elements:

(i) disclosure of the board’s oversight of ESG issues;

(i) the board’s ESG management approach and strategy,
including the process used to evaluate, prioritize and
manage material ESG-related issues (including risks to the
issuer’s businesses); and

(iii) how the board reviews progress made against ESG-related
goals and targets with an explanation of how they relate to
the issuer’s businesses.

m%%@%&&méﬁﬂ EHREHATIAR

() BREZEFSUESGEHENEE ;

(ii) %%@E’JESGEEE%&%W C BIERE BRI ERER
MESGHBSE (BFEHTITARBNER) KB &

(i) EBEFINAIRESGAER B R@AEE - WREBT M EETA
EBAME

ESG Management

ESGEE

Reporting Principles

fEE ¥ R A

A description of, or an explanation of, the application of
Materiality, Quantitative, Consistency and in the preparation of the

Reporting Principles

ESG report
SRR R BESGHRER A EA TIIERRA : S22 - —B HERA
M. TE 2

Reporting Boundary

B E e

A narrative explaining the reporting boundaries of the ESG report Reporting Scope

and describing the process used to identify which entities or

operations are included in the ESG report. If there is a change in

the scope, the issuer should explain the difference and reason for

the change.

ﬁf’E%EESGzFB%iE’JDt&EBI - R IRPGEPLL B RS S X NAIRIE 1 EHE
&g/uiﬁiéﬁﬂﬁ HIEREE G P - BT ARRETR 2R
L= J?.
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CONTENT INDEX OF THE STOCK EXCHANGE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORTING GUIDE
ek CBREL - Ahg RAERIREIET]) K5

Main Scope

TREHE

Description Relevant Section
RES REEH

General Disclosures and Key Performance Indicators (KPI)

—REENEREARER

A1 General Disclosure

(a) the policies; and Environmental Benefits
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to air and greenhouse gas emissions, discharges into
water and land, and generation of hazardous and non-hazardous
waste.

A1 —MRIRER BRBERRERBHEN - MKkLrEEs  AERESEEDH BEMGE
EEE -
(a) BE &
(b) BFHETABEATZENEMERLRIBNER

A1 The types of emissions and respective emissions data. Emission Management
PER IR S AR A BB K HRmER

Al1.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas Emission Management
emissions (in tonnes) and, where appropriate, intensity (e.g. per
unit of production volume, per facility).
B (8E1) kivRfEE (8E2) REREHRE (AEGE) & HimeER

<m@m>*r<mut%5“u BIERMBEE)

A1.3 Total hazardous waste produced (in tonnes) and, where Emission Management
appropriate, intensity (e.g. per unit of production volume, per
facility).
MELREEENHRERTE FRER

Al1.4 Total non-hazardous waste produced (in tonnes) and, where Emission Management
appropriate, intensity (e.g. per unit of production volume, per
facility).
MELBREEREVES TR PR ER

A1.5 Description of emission target(s) set and steps taken to achieve Emission Management
them.
MMPTRI BN E B R R AERE L B IR R PR HRmER

A1.6 Description of how hazardous and non-hazardous wastes are Emission Management

handled, and a description of reduction target(s) set and steps

taken to achieve them.

MR AERBESEEMNTE - I HRER RRRE R ER
235 LE B RPTERER Y 2P 5
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CONTENT INDEX OF THE STOCK EXCHANGE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORTING GUIDE

Main Scope

TREE

B pr (BRI - AL KRR HES]) BT

Description Relevant Section
AES REEH

A2 General Disclosure

A2 —REHEEE

Policies on the efficient use of resources, including energy, water Use of Resources

and other raw materials.
BRERAER (BFER - KREMEME) BBR ER{E A

A2.1 Direct and/or indirect energy consumption by type (e.g. Use of Resources
electricity, gas or oil) in total (kWh in  “000s) and intensity (e.g.
per unit of production volume, per facility).
REMESNEER SREGRERERTE BIRE A

A2.2 Water consumption in total and intensity (e.g. per unit of Water Resources and
production volume, per facility). Sewage Discharge
BAEKERTE IKRE IR K5 KB

A2.3 Description of energy use efficiency target(s) set and steps taken Use of Resources
to achieve them.
R PTET LM BEIRE AR B R R A E A & B IZFT IR 5 EIRER

A2.4 Description of whether there is any issue in sourcing water that is Water Resources and
fit for purpose, water efficiency target(s) set and steps taken to  Sewage Discharge
achieve them.
HIUSKEGE AR R SRR - RIS MA@ B RRA KERES5KEER
ERE LB EAIRR A R

A2.5 Total packaging material used for finished products (in tonnes) Use of Resources

and, if applicable, with reference to per unit produced.

EXRMTABEMENEE REBEESMLE BIRER
A3 General Disclosure Policies on minimizing the issuer’s significant impacts on the Environment and Natural
environment and natural resources. Resources
— MR EE BIRBITAHBRBERAAERENERZEZNBE BRERRAER
A3.1 Description of the significant impacts of activities on the Environment and Natural
environment and natural resources and the actions taken to Resources

manage them.
X FRDEUIRBERAARERNEATELERRERGHZEN RERRAER
78

A4 General Disclosure

—RRIEE

Policies on identification and mitigation of significant climate-
related issues which have impacted, and those which may
impact, the issuer.

BRI EHERRAIGEEHETAELEYENEAREIEREENR RIEE(L
Eﬁ o

Climate Change

A4

Description of the significant climate-related issues which have
impacted, and those which may impact, the issuer, and the
actions taken to manage them.

% ERRFAIEEEHETAEATENERRRIERER - REYHT RIRE(L

Climate Change
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CONTENT INDEX OF THE STOCK EXCHANGE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORTING GUIDE
Bhechr CBREL - Abg ARG 15 KT

Main Scope

TRHEHE

Description
R

Relevant Section

KEEH

B1 General Disclosure

(a) the policies; and

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

relating to compensation and dismissal, recruitment and

promotion, working hours, rest periods, equal opportunity,

diversity, anti-discrimination, and other benefits and welfare.

Employment and Labor
Standards

B1 —MRIXE ARG AR - MIBRET - TR B FERE - 2T BERRSTRE
1t~ RIEAR AR E A 78 RABFEY
(a) BUKR : &
(b) BFHETABEATENHEBERLRDINER
B1.1 Total workforce by gender, employment type (for example, full- or Summary of Employee
part-time), age group and geographical region. Data
ZIER - ERRE  FRARNFMES S HES B BEEHEEZ
B1.2 Employee turnover rate by gender, age group and geographical Employee Turnover rate

region.
BRI FiRAR R RBI D HESRKLE

EERALLEK

B2 General Disclosure

(a) the policies; and

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

relating to providing a safe working environment and protecting

employees from occupational hazards.

Health and Safety

B2 —Mi%E ﬁf‘aﬁﬁfﬁi%lf’ﬁ%ﬁ&%@@%E%@%E&%'I@;ﬁi%ﬁ@ : HERZE
a xR
Eb)) BTHETABEATENERERERRAIHER

B2.1 Number and rate of work-related fatalities occurred in each of the Health and Safety
past three years including the reporting year.
ETERRMIE T A B L HERZE

B2.2 Lost days due to work injury. Health and Safety
EIGEEXIIERH HEERZE

B2.3 Description of occupational health and safety measures adopted, Health and Safety

and how they are implemented and monitored.

HA PR B R R R 2k - ARBERITRERG A BEMEZE

B3 General Disclosure Policies on improving employees’ knowledge and skills for Development and
discharging duties at work. Description of training activities. Training

B3— M= ERRAEEBIT LIEBRENANB R REENBER - fEINED B RS

B3.1 The percentage of employees trained by gender and employee Employee Training Hours
category (e.g. senior management, middle management).
RURREERMNESHXIIEEEASL 1B BRI &K

B3.2 The average training hours completed per employee by gender Employee Training Hours

and employee category.

musREEEMNE D BREE KT FHRHR

R B 153 &
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CONTENT INDEX OF THE STOCK EXCHANGE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORTING GUIDE

Main Scope

TREE

Description
AR

B pr (BRI - AL KRR HES]) BT

Relevant Section

REEH

B4 General Disclosure

(a) the policies; and

(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
relating to preventing child and forced labor.

Prohibition of Forced
Labor and Child Labor

B4 —Mi%E B IEET e s 5T ZiFgHS T RET
(a) B3R & )
(b) BFHEITAGEATZENHEEERRROINER

B4.1 Description of measures to review employment practices to avoid Prohibition of Forced
child and forced labor. Labor and Child Labor
RS RIS B DIV AR R B T KGR HI55 T FIFRHISETRET

B4.2 Description of steps taken to eliminate such practices when The Group has

discovered.

fRFE IR 2 AR BN B R B RIS U RN 2 5

eliminated the possibility
of child labor and forced
labor at the recruitment
and daily employment
stage, so no violations
will occur.
AREBTBEREREAS
BAIRBREHBHREET
K2 o8 85 T2 ARy AT AE -
T SBEERIBR -

B5 General Disclosure Policies on managing environmental and social risks of the Supply Chain
supply chain. Management
B5 —fR¥%E ERHEENRE R SRREBUR HEEER
B5.1 Number of suppliers by geographical region. Supply Chain
Management
iR B H e BE HEEER
B5.2 Description of practices relating to engaging suppliers, number  Supply Chain
of suppliers where the practices are being implemented, and Management
how they are implemented and monitored.
A B HEERED - MERTEBBOINHEREE Uk HEEERE
BRBONBITRERTE
B5.3 Description of practices used to identify environmental and social Supply Chain
risks along the supply chain, and how they are implemented and Management
monitored.
B AR RS ERESNIR R R G ARMNEL - URIAME HEEER
TRERTE
B5.4 Description of practices used to promote environmentally Supply Chain

preferable products and services when selecting suppliers, and Management
how they are implemented and monitored.

R BRGE HER R R E 2 ARREM MRGED - LARBERT fEREE

REFTTA
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CONTENT INDEX OF THE STOCK EXCHANGE ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORTING GUIDE

Wachr CGRIE - A REREERT) Ral

Main Scope

TRHEHE

Description
R

Relevant Section

KEEH

B6 General Disclosure

(a) the policies; and

Product Responsibility

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

relating to health and safety, advertising, labeling and privacy

matters relating to products and services provided and methods

of redress.

B6 —Rk#ER BRFRHERNRBORERLZS  BE  FHILBEEARE EmEE
ROTER
(a) BR &
(b) BFHBETABEAZENHEBERZRRDNER

B6.1 Percentage of total products sold or shipped subject to recalls  Product Responsibility
for safety and health reasons.
EEUEEXEmBETRR > HEREHmARKNE D EmEE

B6.2 Number of products and service related complaints received and Customer Service
how they are dealt with.
BEARE M MR BB A RS 5% B R%

B6.3 Description of practices relating to observing and protecting Intellectual Property
intellectual property rights. Protection
B E RS B EREENIED HEBENE

B6.4 Description of quality assurance process and recall procedures. Product Responsibility
it o B A AR S E mm EIR R EmAf

B6.5 Description of consumer data protection and privacy policies, Customer Service
and how they are implemented and monitored.
HAUEBEERRERILBBOR - URBBRTRERT A =P BRTS

B7 General Disclosure

(a) the policies; and

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

relating to bribery, extortion, fraud and money laundering.

Anti-Corruption

B7 —Mi%5E BRI IEERRE - BIR - MEFROERE k&R
(a) B R \
(b) BFHETAGEATENHEEEERIROINER

B7.1 Number of concluded legal cases regarding corrupt practices Anti-Corruption
brought against the issuer or its employees during the reporting
period and the outcomes of the cases.
RERBAHETASAREEREWEEENE THLRENHRE RES
PEENGES

B7.2 Description of preventive measures and whistle-blowing Anti-Corruption
procedures, and how they are implemented and monitored.
P E A R RIE R - A RABRA AT R EER 50 R&ES

B7.3 Description of anti-corruption training provided to directors and  Anti-Corruption
staff.
MmMESE R E TRENRESE - RES

B8 General Disclosure Policies on community engagement to understand the needs Community Investment

of the communities where the issuer operates and to ensure its
activities take into consideration the communities’ interests.

B8 —fk iR ARNERSERRELENCLRTENBRAXFEDHEERL HERE
% ) g R

B8.1 Focus areas of contribution (e.g. education, environmental Community Investment
concerns, labor needs, health, culture, sport).
FIERERE HERIRE

B8.2 Resources contributed (e.g. money or time) to the focus area. Community Investment
EETEHEMEAEIR HRIRE
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