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Climate-related Disclosures Report

FOREWORD

In recent years, climate change has become one of the most pressing
challenges facing the globe. The World Economic Forum’s (WEF)
Global Risks Report 2024 ({2024F 2R HE)) lists extreme
weather and the failure of climate change mitigation as one of the
most severe global risks over the next decade. Meanwhile, the World
Meteorological Organization (WMO) has recently confirmed that 2024
was the warmest year on record. The continuous rise in global
temperatures has increased the frequency of extreme weather events,
bringing far-reaching impacts on ecosystems, economic development,
and social stability. In the face of this trend, governments, businesses,
and all sectors of society around the world must accelerate action and
jointly advance the green and low-carbon transition.

In 2020, China officially announced the goals of “dual carbon”, and
established the “1+N” policy system to promote the transition of the
economy and society to green and As a socially
responsible company, Hengan International Group Co., Ltd. (Hengan or
the Group) actively responds to the national strategy, promotes green
transition and value chain emission reduction efforts, and contributes
to the achievement of the “dual carbon” goals and the temperature
control targets set by the Paris Agreement ({2 221 € )).

low-carbon.

Hengan has always adhered to transparent and professional
sustainable development information disclosure. Since 2016, we have
released the Environmental, Social, and Governance (ESG) Report ({38
B g &EA(ESG)#E)) annually, and since 2022, we have
continuously released the Climate-related Disclosures Report for three
consecutive years, showcasing our climate strategy, actions, and
performance to the public and accepting supervision from all
stakeholders, while continuously ESG and climate
management levels. With the joint efforts of all stakeholders, Hengan’s
sustained efforts in climate management were widely recognized
externally. In 2024, we achieved a B (management level) rating in the
CDP (Global Environmental Information Disclosure Platform) climate
change questionnaire assessment, reflecting Hengan’s progress in the
field of climate change management.

improving our
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In 2024, Hengan continued to promote the green and low-carbon
transition, carried out emission reduction work around the entire
lifecycle of products
low-carbon operations, and efficient storage and logistics. In addition,
we have also strengthened cooperation with supply chain and industry
partners to jointly explore green and low-carbon solutions.

including green raw material procurement,

Looking forward, Hengan will continue to deepen its climate strategy,
further promote the low-carbon across the value chain, and strengthen
communication and cooperation with stakeholders, joining hands with
the public to jointly embark on the road of green and sustainable
development.

1. GOVERNANCE
Hengan always believes that a sound climate governance
mechanism is a driving force for corporate sustainability. Hengan
integrates ESG and climate-related into the daily
decision-making and management, and further
top-level design of ESG and climate-related governance. At the
level of organizational guarantee, Hengan has established a
four-level

issues
refines the

climate governance framework with clear
responsibilities: the Board is responsible for strategic
decision-making, the ESG Committee is responsible for
coordinating and supervising, the ESG working group specializes
in coordination, and functional departments are responsible for
implementation. This vertically integrated,
collaborative governance network ensures that climate risk
management requirements permeate every business node. By
internalizing ESG standards into the operation genes, Hengan is
forging sustainability competitiveness for the future, so as to lay
a solid foundation for high-quality development.

horizontally
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1.1.

Board of Directors

The Board of Directors is the highest decision-making
body for ESG and climate-related issues and has the
primary responsibility for ESG and climate-related issues of
the Group. Based on the business operations and
stakeholder demands, the Board of Directors monitors the
climate-related risks and opportunities, and continuously
strengthens the responsibilities of ESG and climate-related
issues as follows:

o make decisions and oversight on the ESG and
climate-related issues

° develop ESG and climate-related issues management
mission, policy and strategy

° review ESG and climate-related goals

° approve the release of ESG Report and
Climate-related Disclosures Report and disclosure of

information

° identify the goals and priorities of ESG and
climate-related issues for the next phase

The Board of Directors dynamically optimizes the ESG and
climate governance mechanism according to the strategic
development needs to ensure that related goals are
always in sync with the business strategy. In 2024, the
Board of Directors received and reviewed a report from
the ESG committee, covering key information such as
global climate governance dynamics, compliance regulation
requirements, the effectiveness of the Group’s carbon
management implementation, stakeholder demands, and
climate management and gave full
recognition to the scientific nature of the Group’s climate
strategy pathway and the effectiveness of carbon
management practices.

recommendations,
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1.2,

ESG Committee Responsibilities

The Group has established the ESG Committee under the
Board, which is a specialized working body for ESG and
climate-related issues. ESG Committee reports ESG and
climate-related issues annually to and be monitored and
reviewed regularly by the Board of Directors for its
responsibilities under the Board of Directors’ strategy:

° identify, assess and manage significant ESG &
climate-related issues and risks to the Group’s
business

° determine ESG & climate-related management goals

and formulate ESG & climate change strategic plan

o oversee the implementation of ESG & climate change
plan and work

° confirm with the Board of Directors in respect of the
effectiveness of ESG & climate change risk
management and internal control system

° supervise the release of ESG Report and
Climate-related Disclosures Report and disclosure of
information

In 2024, the ESG Committee has completed the review of
the progress and performance of the Group’s goals for
ESG and climate-related issues during the reporting
period, which is in compliance with the Group’s ESG and
climate-related management strategy.

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
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1.3.

1.4.

1.5.

ESG Working Group Responsibilities

ESG Working Group is the coordinating body that
composes of ESG department and representatives of
functional departments, responsible for the following ESG
& climate-related issues:

° maintain risk management and internal control system
for ESG reporting and Climate-related Disclosures
reporting

° carry out ESG reporting and Climate-related
Disclosures reporting, and implement ESG & climate
change strategies and goals

o collect ESG & climate change data and information
regularly

° prepare ESG Report and Climate-related Disclosures
Report

Group Functional Department Responsibilities
Functional departments, as a base, steadily support the
coordination of ESG & climate-related issues, and
cooperate with ESG working group in implementing ESG &
climate-related issues to each functional department.

Capability Building

Hengan believes that strengthening climate-related
capability building will help us better respond to climate
change and improve the performance of corporate
sustainability. Therefore, we continuously carry out the
climate information popularization and climate change
response capability building work across both
decision-making and implementation constantly
improving the climate capability building system.

level,

At the governance framework level, the Board of Directors,
tracks the evolution of domestic and international climate
policies in real-time through the ESG Committee to ensure
that strategic decisions are dynamically aligned with the
global sustainability agenda. In 2024, we conducted ESG
and climate disclosure training for all
training covered the introduction of climate risks and
opportunities, global climate disclosure requirements, and
best practices in the to ensure that the
governance level has necessary capabilities and skills to
supervise the Group’s coping strategies against climate
change.

Directors. The

industry,
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ESG and climate disclosure training
ESGK Rix{E B E

At the business execution and operation level, we
encourage management and employees to actively
participate in the popularization and learning of
climate-related knowledge to learn about the latest
industry trends, and to promote employees to complete
the cognitive upgrading from climate risk awareness to
coping skills, thereby establishing a value connection
between climate change and corporate resilience building.
In 2024, we also conducted training on ESG and climate
change coping across the management of relevant
departments responsible for climate change management.
The training covered the latest domestic and international
trends and regulatory requirements in ESG and climate
change, the status-quo and achievements of Hengan’s
climate management, carbon inventory theory and
practice, and suggestions for improving ESG and climate
management. It aims to effectively enhance Hengan’s
climate resilience through improving the management
level's climate awareness and management capabilities.

2. STRATEGY =

With the increasingly severe climate risks in recent vyears,
extreme climate disasters occurred frequently, Hengan has
recognized that climate-related risks and opportunities will affect
the Group’s business and finance. Since the first climate-related
disclosures in 2022, Hengan has regularly reviewed the identified
climate-related risks and opportunities.

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
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Risk/opportunity categories
BB,

/HBER

21.
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Risk and Opportunity Identification

In 2024, based on our previous work, we conducted a

new round of

identification and assessment of

climate-related risks and opportunities. We identified six
major climate-related risks, comprising two physical risks

and four transition

risks, as well

as four major

climate-related opportunities. These were then prioritized in

order of significance.

Risk/opportunity
name

BB/ HEERE

Finance/business impact

BB/ EHEE

Policy and Increased pricing of Paying extra cost of carbon emissions, causing

legal risk GHG operational cost increase

BRAER TR AR EF+ XATEIN BB PUR A - BERAR LA

Market risk Consumer’s green May lose a significant number of environmentally

preference conscious consumers, causing decrease in

product sales and revenue decrease

% HEERITES REBREFBHEESH EmHETR 2K
208

Policy and Tightened policies Increase in the probability of non-compliance

Transition legal risk events and the cost of compliance, and corporate

risks image damaged;

B Increased investment in transformation in
response to regulatory requirements and causing
increasing operating cost

BREMZERE EERRKE BREHOBERE LA EMERRE B8
iz £330
EHEEEROBRG AL EERA LA

Market risk Lack of raw Raw material shortages causing business

materials interruptions and reduced product output;
Increase in raw materials prices and causing
increase in production cost and decrease in profit

M5 R RS B EMHBRHREREBRE EREETR:

R RER LR EERA LT FE TR

Taking into account the Group’s business strategy, climate-related goals !

and strategies, as well as climate regulatory requirements, we define the
short-term, medium-term, and long-term time horizons as 1-3 years, 3-5
years, and 5-10 years, respectively. The scope of impact of risks and
opportunities is quantified based on the significance of the risk or
opportunity multiplied by its likelihood of occurrence, and is then
categorized into low impact, medium impact, and high impact according
to the risk and opportunity thresholds.

Upstream value chain activities include raw material procurement, supplier
management, and inbound logistics; internal operational activities include
production management, product quality management, warehousing and
outbound logistics, product research and development, and risk
management; downstream value chain activities include marketing and
brand management, customer service and support, and distributor
management.
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Value chain
impact?

EEEYE
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B/ BEXERE
Short- Medium- Long-
term term term

gk ik 3
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internal operations
i
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RiEHAHEFBRSE

Value chain
impact?
EEEYE

Risk/opportunity
Risk/opportunity categories name

Ve 3tV A/ HEEE

Finance/business impact

L YES 32 |

Scope of impact’
Bk BEYERE

Short- Medium- Long-
term term term

EH Gl R

Acute risk

Frequent extreme
weather

Disruption in production, storage, transportation
and other process will disrupt operational
workflows;

Factory and equipment are damaged,
maintenance costs and insurance premiums
increase;

Threatening employees’ health and safety

Upstream and
internal operations

Physical risks 2 BHXAEH EE B BESEOTE BAINEY: Ee
WERR BE RESTE #ERAEN RBEE: B5EY
BETRRZ2EGERR
Chronic risk Water shortage and Decrease or interruption in production capacity Upstream and
drought will increase operating cost; internal operations
Shortage of upstream raw materials or rising
prices will increase production costs
12 KERBH KL ESTHRYEERE E2XALA: e
ERRVBERAES R EERA LA BHEE
Market Enhance corporate Attract more consumer groups will increase sales . . Internal operations
brand image and revenue; and downstream
Attracting investors or financial institutions will
decrease difficulty and cost of obtaining funds
M5 RFCEREL R EMRSIELHERE HE LR 240Em: BHEE -
BRREEICRRESR SoBGANEER b
AR TR
Technology Improve resource Decrease in resource and energy consumption will . . Internal operations
and energy efficiency  reduce operational cost, and enhance competitive
advantage
o RARRRERER RREERARTE BERARE FHEFH EE L
Opportunities R ELBEES
8
Resources Use low-carbon Decrease in carbon emissions will reduce cost of . . Internal operations
energy carbon emission and compliance;
Decrease in demand for purchased energy will
decrease operational cost
B 15 A K Tk a8 R TREERC TR R D BRAE R AR & SRR A BHEE
HDINBRERT K EERATR
Products and  Develop and/or Meeting consumers’ low-carbon demands will . . Internal operations
services increase low-carbon increase product sales and revenue and downstream
products
ER RS RERM/SEMER WREEEERS R EREELA SRR BHEE Tl
B
Low risk O Medium risk [ ) High risk
& R R th AR B AR
‘ Low opportunity . Medium opportunity . High opportunity
B 1438 G 3] S 3
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2.2,

Climate Strategy

Hengan has formulated a series of measures to address
the identified climate-related risks and opportunities. To
mitigate climate risks, we’re promoting carbon reduction
across the value chain, actively responding to extreme
weather events, enhancing supply chain resilience, and
building sustainable brands so as to create a green
product image. Hengan will continuously drive green
transition, increase the use of renewable energy, promote
circular economy, and contribute to achieving carbon
neutrality goals for a sustainable future.

2.2.1 Climate Risk Mitigation

To actively respond to the national “dual carbon”
strategy and relevant regulations of the Energy
Conservation Law of the People’s Republic of China
(/R #E AR £ 7 B & 2 8 )R /%)), Hengan
International deeply integrates the concept of green
and low-carbon into corporate operations, and is
committed to mitigating climate risks and achieving
the Group’s value chain carbon reduction goals
through selecting low-carbon suppliers, innovating
production processes, optimizing logistics, improving
storage efficiency, conducting effective carbon
emission management, and actively promoting green
concepts.

> Value Chain Carbon Reduction

° Green Raw Materials
The Group conducts scope 3
greenhouse gas emissions calculations
to assess the carbon footprint of the
product life cycle and promote more
precise carbon management strategies.
We collect carbon emission data from
suppliers through means such as
obtaining sustainability reports, ESG
reports, carbon inventory reports,
product carbon footprint reports, or
distributing questionnaires, and
incorporate carbon emission
management indicators into the
selection mechanism to create a
low-carbon supply chain.

Climate-related Disclosures Report
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Carbon Reduction in Production and
Operation

Hengan has implemented a series of
measures, including but not limited to
improving the energy management
system and intelligent management,
undertaking energy-saving technology
transformation and upgrading
equipment, and optimizing the energy
structure, to improve energy utilization
efficiency so as to continuously explore
opportunities to improve energy
utilization efficiency from the
perspectives of management
enhancement and technical
improvement. These efforts aimed to
enhance sustainable operations and help
reduce energy consumption and
greenhouse gas emissions.

Green Storage

We also fully consider energy use
efficiency in the construction of
warehouses, implemented practices
such as building three-dimensional
warehouse in large-scale production
bases to balance seasonal storage
demand, promoting the use of clean
energy in warehouses, installing
photovoltaic power generation
equipment on the roof of the
warehouse, and reducing environmental
pollution from the source by using
electrical forklifts and short-haul vehicles
within the warehouse, thus promoting
green storage.

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
2024 Climate-related Disclosures Report

BB RIR

BRELERRR
BREERRNEEE
RERBR RAE
BefLE IR - B BE R
BEMBRETR B
fLRERERELIEE
- R E IR AR T AR
M A 9 A T 12
12 = B R A A R
MgE REATHE
BEKE - B R D
BE RO FEELR E R A8

BER

meERRE
BMEERERER
0 E B RE AR
T FERBEESLM
EEEUBREIN
FEARAEFTRMHE
KoERETHES
REERNER ER
EREZKICREE
wE RERAERD
BEXEMEREFR
R LR D IRES
F HMHEBERSER
fa



° Green Logistics

By utilizing digital technology to collect
and integrate logistics data, the Group
enhances shipment monitoring and
logistics efficiency. We combine route
optimization with volume optimization to
reduce route duplication. Furthermore,
we encourage logistics suppliers to use
lightweight and new energy vehicles for
transportation, and promote the
development of green logistics. By
adopting recyclable B2C turnover boxes
to replace traditional disposable
packaging materials, we effectively
reduce resource waste.

For more information, please refer to the
Hengan International Group 2024
Environmental, Social and Governance
Report ({18 % B & F A R A 5120244
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“Green Operations”.
Water Resources Management y» KEFREH
The production department of each segment REBZSRBEELEER
of the Group is responsible for the IKFEREFTE R AKEIE -
assessment of water demand, the A7 HEE B OK BT Y AT Ak K2 E
management of water consumption, and the B UABERKE - KEE
promotion of the assessment and application ERBESEEEREER
of water conservation technologies to reduce REHFOAKEH a2
water consumption. The Group also raises BEIMEHARAKER -

awareness of water conservation among all
employees by posting water conservation
signs in each workshop and living area.
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We have upgraded our technology to
introduce water-saving technologies and
equipment, and established a sound water
management system to reduce water capital in
areas where water pressure risk is high. At the
same time, Hengan protected the water
resources of the place of operation in various
ways, including filtering and reusing of paper
wastewater through film to reduce the use of
fresh water. All wastewater from Hengan
factories was discharged into municipal
sewage treatment plants after being treated at
the wastewater treatment stations in the
factories to ensure that the production
wastewater is well-treated to protect the water
quality of local water sources. Hengan also
carried out special treatment and renovation of
old fire and fire water networks and municipal
water networks to reduce running and dripping
during water use. In addition, the Group
established water cisterns in factories to
reduce the negative impact of drought or
water stoppage on production and ensure the
continued operation of the plants.

For river and coastal flood risks, the first step
is to carry out waterproofing and
flood-proofing designs and renovations on
enterprise buildings to enhance their flood
resistance and reduce damage to facilities and
equipment caused by floods. Secondly,
Hengan invests in constructing water
conservancy facilities such as reservoirs,
canals, and drainage systems to strengthen
flood control capabilities, minimizing the
impact of floods on enterprise facilities and
production. Furthermore, Hengan develops
emergency plans specifically for coastal floods,
outlining emergency response procedures and
assigning responsibilities clearly and ensuring
timely and effective responses to floods when
they occur.

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
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Carbon Credits Management

The Group actively responds to the national
call for energy consumption and emission
reduction, deeply participates in the carbon
emission trading market, and takes it as an
important strategic measure to promote the
Group’s low-carbon development and green
transition. We are committed to building a
sound carbon emission trading management
system, accurately grasp the market
dynamics, and flexibly respond to fluctuations
in the price of carbon emission trading rights,
ensuring stable progress in a complex and
changing market environment.

By the end of 2024, five production
companies, including Hengan (China) Paper
Co., Ltd., Hengan (Chongqing) Live Paper Co.,
Ltd., Weifang Hengan Thermal Electric Co.,
Ltd., have been listed as key emitting entities
to participate in the carbon emission
information reporting and quota clearing
fulfillment work. With the continuous
expansion and deepening of the carbon
emission trading market in China, it is
expected that more entities will join this cause
in the future, contributing together to the
response to climate change.

We are fully aware that, in the face of
increasingly strict carbon emission regulatory
requirements, only by continuously
strengthening carbon emission monitoring and
management, actively adopting green and
low-carbon technologies, can we ensure the
corporate sustainability. Through in-depth
participation in the carbon emission trading
market, Hengan not only enhances its
understanding of carbon emission costs but
also actively promotes and applies low-carbon
emission reduction technologies in practice,
thereby injecting strong momentum into the
Group’s green transition.
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2.2.2 Climate Risk Response

4

Flexible Production Supply System
Climate change will lead to an increase in the
frequency of extreme weather events such as
heavy rain and typhoons, causing disruptions
in production, storage, transportation, etc. (e.g.
warehouse flooding), and disrupting
operational processes. The costs of
post-disaster reconstruction and insurance will
also rise. Seasonal droughts may hinder
waterway transportation, forcing some water
transport to switch to land transport, leading
to increased logistics costs. Additionally,
extreme weather events may affect employee
travel, posing a threat to employee health and
safety.

Hengan is addressing the impacts of extreme
weather events by developing a business
continuity plan and utilizing intelligent means
to create a flexible production and supply
system. It monitors real-time extreme weather
disaster warnings in the locations of suppliers
and responds promptly and remedies when
extreme weather such as wildfires and floods
occur in procurement areas. In the event of
extreme weather, emergency response and
post-disaster management will be carried out
according to the Emergency Preparedness and
Response Plan ((JEEZEHEALETRE)), and
orders from areas affected by extreme
weather-induced capacity disruptions will be
transferred to unaffected areas. Safety
warehouses will be established to handle order
turnover during extreme situations like
typhoons and heavy rain.

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
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In the future, Hengan will continue to monitor
short, medium, and long-term data related to
climate change, deepen analysis to obtain
more specific results, and provide guiding
recommendations for subsequent strategic
adjustments. For more information on climate
change adaptation strategies, please refer to
the Hengan International Group 2024
Environmental, Social, and Governance Report
(EZEEEEERAF024FEE HER

EIREE)).

2.2.3 Sustainable Brand Building

Hengan integrates sustainable development into its
innovation strategy, guiding its innovation efforts with
eco-friendliness and environmental sustainability as
one of its innovation concepts, and is committed to
creating safe, healthy and environmentally friendly
products. During the R&D process, we explore the
use of green raw materials and biodegradable
materials, and actively adopt lean manufacturing
practices to minimize the negative impact on the
environment.

We actively explore the use of green raw materials,
such as using lower-carbon bamboo pulp to reduce
the environmental impact. Meanwhile, we have
constructed a biodegradation evaluation system for
degradable materials to accelerate the evaluation of
biodegradation performance of new materials.
Through in-depth
mechanism of biodegradable materials, we have
clarified the relationship between the shelf life and
degradation of various materials and products to
ensure the safety,

reliability of products.

research on the degradation

environmental protection and
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In the field of lean projects, we continuously
promote lean research and development projects in
all product businesses, carrying out R&D and
application practices such as material optimization
and material consolidation under the premise of
ensuring stable quality and efficient operation of
equipment.

Additionally, Hengan attaches great importance to
consumer education and guidance, aiming to extend
the concept of environmental protection to the daily
lives of every consumer to jointly build a more
environmentally friendly and harmonious future. We
use environmental protection symbols on our
product packaging to convey the concept of
environmental protection and sustainable
development to consumers and encourage them to
practice environmental protection in their daily lives.

BB T 4 TR

Environmental and hygiene care packaging symbol
FRERREHLEDRER

For more relevant information, please refer to the
Hengan International Group 2024 Environmental,
Social and Governance Report ((EZ B K E£BHR
NAI2024FRIT - g REAMSE)) Section 2.3.6
“Eco-friendly brands”.
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2.2.4 Sustainable Procurement

Hengan continuously enhances the sustainability of
supply chain cooperation through strict
standardization of raw material procurement
standards, upgrading intelligent supply chain
management, and strengthening communication and
cooperation with suppliers. Meanwhile, the Group
focuses on ensuring the continuous and stable
supply of key raw materials, striving to establish
diversified supply channels and breaking away from
exclusive suppliers. It gradually expands the sources
of raw materials by collaborating with multiple wood
pulp suppliers from various countries and regions
such as China, the United States, and India. This
approach reduces the impact of risks related to
water and climate factors on Hengan caused by the
origin of wood pulp materials and the production
sites. By doing so, Hengan lowers cooperation risks
in the supply chain, ensures the stability of raw
material supply, enhances the sustainability of supply
chain cooperation,
warehouses to handle extreme situations like
typhoons and heavy rain for order turnover.

and establishes secure

3 Certified/Traceable Raw Materials

Hengan firmly conveys the concept of
ecological environment protection in the value
chain, continuously promote responsible wood
pulp procurement, and protect the forest
resources that mankind relies on for survival.
In 2024, the Group issued the Zero
Deforestation Commitment ({Z 2 M & ##))
and conveyed the expectation of “zero net
deforestation” to suppliers and partners, so as
to advance together towards this
commitment.
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Hengan establishes and implements strict
supplier selection criteria, choosing legal,
clearly sourced, traceable, and renewable
wood for pulp production. The Group
rigorously selects raw material suppliers and
requires them to adhere to the Group’s pulp
raw material procurement standards, thereby
reducing supply chain compliance risks.
Hengan assists suppliers in advancing forest
certification, encourages them to meet the
standards set by the Forest Stewardship
Council (FSC).

Intelligent Supply Chain Management
Hengan has established the “Hengyigou”
supplier management platform to track and
evaluate the environmental impact of the
supply chain, identify opportunities for
improvement, and identify potential significant
risks of key suppliers. Climate-related risk
assessments are conducted for the locations
of suppliers. Through real-time monitoring of
the “Hengyigou” supplier management
platform, we can obtain real-time weather data
and supply chain information. Once shortages
of raw materials or extreme weather
conditions that may affect the stability of the
supply chain are detected, we can take
immediate measures, such as adjusting
transportation routes, increasing inventory, and
adjusting production plans, to reduce the
impact on the supply chain. As of now, the
system has been fully implemented in various
types of suppliers nationwide, including
production procurement, non-production
procurement, spare parts procurement,
logistics procurement, and outsourced finished
product procurement.

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
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3 Supplier Communication
The Group strengthens communication and
cooperation with suppliers to jointly promote
sustainable development of the
Hengan occasionally communicates with
suppliers to discuss improving the
environmental performance of products and to
understands the environmental performance of
new products launched by suppliers, giving

industry.

priority to environmentally friendly and
low-carbon products or services.

For more related information, please refer to
the Hengan International Group 2024
Environmental, Social and Governance Report
(EZEKEEEFRAA024FRE G R
ERTRE)) Sections 2.6.2 “Forest Protection”
and 5.2 “Sustainable Supply Chain”.

2.3. Climate Resilience
2.3.1 Scenario Analysis

risks and
impacts on our
Group’s business, both now and in the future.
Despite the
disasters in recent years, we acknowledge that
climate change is a long-term process, influenced by
a variety of factors including government policies,
international trends, societal awareness, and
geographical locations, and thus is subject to
significant uncertainties. Therefore,
redefined the two scenarios of low emission and
high emission based on previous work. Taking into
account the publicly available data from international
mainstream climate models, we have
comprehensively assessed the impact of climate
change on our Group in the short,
long term through climate scenario analysis.

We recognize that climate-related
opportunities may have varied

increasingly severe climate-related

we have

medium, and
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%, f& 46 BA 1% 55 R &

Scenario name

FREH

Low emission scenario

BEHERESR

High emission scenario

BHERESR

Scenario definition

Scenario description

(RS- pu

Take ambitious climate action to limit global
warming to 1.5°C or far below 2°C by the end
of this century

PREREL A 2O B AR T B A ARt 40 R 2 PR B
BR il £E1.5°C 3k i {& 1A 2°C

With the global consensus on addressing
climate change, countries around the world
have successively adopted ambitious climate
actions, such as setting emission reduction
targets, implementing strict climate policies, and
imposing carbon taxes.
respond to climate policies, reducing carbon
emissions. Consumers actively choose green
and low-carbon products, further promoting the
green transition of enterprises. Against this
backdrop, multiple countries and regions aim to
achieve net-zero emissions by 2050. We have
chosen this scenario to assess the impact on
us of strict climate strategies and actions
developed to achieve temperature control target
of 1.5°C or far below 2°C as set out in the
Paris Agreement (B2t E)).
FEE2REH RIS ERNEE EAZEH
HERREAFEONRIKITE - &l ERHEE
ZETERBNREEE BRSNS %
B ERIRER  REBBEN HBE X
EEZEERRNEm # TR TEENE
BER SR ZEBR KR E2050
FRIEBRFTHW - RPBEBEUBERUAFNEE
HCE 215 E ) 1.5°C 3 R (K F2°CHE R B 1R m
HH B S SRR R EITE W R M E -

Enterprises actively
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Climate action fails, global average temperature
rise exceeds 4°C by the end of this century

RIRITENRE B A ELERZIRTFHRR L
8 184°C

There is still no global consensus on the
severity of climate change, leading to
stagnation or poor implementation of many
existing climate policies and actions. Fossil
fuels still dominate, and greenhouse gas
emissions are rising sharply, accelerating the
deterioration of climate change. As climate
change physical risks are also
significantly increasing. The global average
temperature is rising substantially, and extreme
weather events are becoming more frequent
and severe. We have chosen this scenario to
assess the impact on us of a significant
increase in climate-related physical risks due to
the lack of effective climate actions.

intensifies,

EREEAERNRIRECEBRERENREE R
ER B BERTHNRESRRBEKRETSHE
BRIEH AT AR - LA EREKE G &
TEMG REREHREZ2RESBIE RS
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Scenario name

ERRE

Low emission scenario

BEHERER

Climate-related Disclosures Report

RIEHAHEBRSE

High emission scenario

BHERER

Reference data source

2EZHERIR

PCC SSP 1-2.6 Scenario: A sustainable
society dominated by clean energy, with
global warming limited to far below 2°C
through effective climate action;

IEA 2050 Net Zero Emissions Scenario
(NZE Scenario): The global energy system
and some developed economies achieve
net zero emissions by 2050, with global
warming limited to 1.5°C.

IPCC SSP 1-26f5% : UBREEIRAE
WAIKFBEERET S BBERNAR
1T R 2 Bk IR 22 1l 72 R AR 7R2°C

IEA 2050% & # ) & = (Net Zero
Emissions by 2050 @ NZE) & & : F/2050
FRREREAMIL o ELERER
SFEHER - 2 BRE R A R 5] 751.5°C

In addition, we have also used the publicly available

data of the

International Energy Agency’s

Announced Pledges Scenario (APS) and Stated
Policies Scenario (STEP) to assess the impact of
factors such as carbon prices, energy prices, and
clean energy investment on our finance.

IPCC SSP 5-8.5 Scenario: Economic
development is highly dependent on fossil
fuels, with a continuous increase in
greenhouse gas emissions and
increasingly severe climate change.

IPCC SSP 5858 & : EBEERESE K
BlAgR AEREHERESFELIN -
SARE{LBZZMB -

gEoh - APt E A TIEARE
& (Announced Pledges Scenario,
APS)IE & M B E I 2K (Stated
Policies, STEP)IE = #) A F £4% -
ARE IR E - BERERE - R
BRIRAZRZHHMABTOZE -
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Transition Risk

BRE R

Risk Name

[ B % 78

Impact Analysis
FEDW

Tightened policies

EEBRKE

The regulatory requirements for corporate green transition are increasingly tightening globally. On
the one hand, to achieve the “dual carbon” goal, China has formulated and promoted a series of
energy-saving and emission-reduction plans, committing to reducing the energy consumption per
unit of GDP by about 2.5% annually from 2021 to 2025. For example, the Energy Consumption
Per Unit Product of Pulp and Papermaking ((ZL4% i 4K BEA1E fh L IR HFEMREE)) (GB 31825-2024)
was released in April 2024. This standard sets higher requirements for the main products of the
Group, such as tissue paper pulp and paper towel pulp, compared to the 2015 version. The
energy consumption limit for level 1 reduced by about 10% from the old version. On the other
hand, the Hong Kong Stock Exchange, where the Group is listed, has updated and released the
Environmental, Social and Governance Reporting Guidelines ((3R1E 1 & R E A HRE ST I)),
which puts forward stricter requirements for climate disclosure for listed companies.

PHREEANCESCEANEETERARKRE - —FTHEH AERIEHRIBE FBRE2HEL
HE) T —RIEEER BT &l - B R 1E20214F B2025F HifF] + K B L GDPHIBEFE & & T B &Y
2.5% o N - (BT SR B AL E M AL ROEFER BE)(GB  31825-2024) 8 1A2024F 4 5 34 - {4
BRE - ANMEREAEE T ZERABR0REEHTESHER 1RBEMAEMERERERT
FE#010% - Z—FH  AEBE FTAEMEEIGAERTEMG TORE HEREARABREST
A B ETEERKKRERL T EMERBHER -

The Group continuously monitors the latest developments in domestic and foreign laws and
regulations, and keeps enhancing the performance of sustainable development. By the end of this
reporting period, the Group has not been involved in major violations and penalties. However,
with the increasingly strict supervision and review in areas such as energy conservation and
emission reduction, plastic packaging, and ecological protection, we may need to spend more on
compliance costs. In the event of violations and penalties, our brand image may be damaged,
which will further affect our product sales and revenue. Moreover, our suppliers, in order to meet
compliance requirements, may increase the price of raw materials, leading to an increase in our
costs.

AEBEFBERIBEARINEREIRNERFBIE UKERATSERRENR BELAREH KR
AEBRPREERES - A BEEHHEHERS PHEEK FRFRESIINEEM
EEHaBB BRMATEZSENHESHNERKA -MNRFLEERES  HMANRETERA
EXE ERE - FPRERMNERFEEREW - WI RANKERREHSRERTES
RERMBEE EMGRRMAMKAR LT -
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RIEHAHEBRSE

Risk Name
kBB

Impact Analysis
TEHM

Increased pricing of GHG
T BE AR A< £ F

The global carbon emission regulation is becoming increasingly strict. China launched the national
carbon trading pilot market in 2021. By the end of 2024, the highest price of carbon quota in the
national carbon market reached RMB106.02 per tonne, increased by more than 100% from the
opening price of RMB48 per tonne in 2021. By the end of 2024, two of the Group’s production
companies had been included in the national carbon trading market, and three had been
included in the provincial carbon trading market, with the overall carbon quotas basically showing
a surplus. However, as the country’s emission reduction requirements for enterprises continue to
rise, the price of carbon may continue to rise in the future. We have predicted the proportion of
carbon emission costs to our total revenue under the three scenarios of the IEA in 2030, 2040,
and 2025, and the results are as follows:

EREBRERNEERRERE  PRERIFREB T2EMRSHHAMMIE 8l E22024F K - &
Bt m IS E R e ERED ARK106.027T, /8 - B2021F B K& A RE487T 1 L ikiB 8
100% ° HZ2024F K - AEB D AREERRIEMNAZBRRR ZME  SREEQARHEMAASL
TmRH5ME BERRESEAZRBHBMRE - A BEERRECEREERNTHIES
REHRBAIRENE 2R TH R B o 3 YIEARIS(E 5 5 T20304F ~ 20404 A N 20254 #ik 4
WA AER AL WA #ET TR BALRNT

Climate scenarios 2030 2040 2050
RIFESR 20304 20405 20504
STEP <0.01% 1% 1%
APS <0.01% 2%

NZE <0.01% 2%

GHG Emission Costs as A Percentage of Total Revenue
R = RS HE K R h 42 Wt
The projection shows that by 2050, carbon pricing will account for about 5% of our total
revenue under the NZE scenario, 4% under the APS scenario, and 1% under the STEP scenario.
However, considering that in the future, with increasingly stringent policies, we may have more
factories included in the carbon trading market, the proportion of carbon pricing to our total
revenue may further increase. If we fail to take effective measures to reduce carbon emissions,
carbon emission costs may become one of our main operational costs in the future.

TE R4S REUT - /20605 - Bk BE A AR AENZEIS = T A5 B 3 P48 2 ) 495% - FEAPSBE IR T
i 3% $4% - FESTEPBIR TR /1% - A EEE K REERREE  HMATEEEZHTHR
WAAMR 55 > PR A R APIE2 W LB A5 T BE s — Z IR0 - MR PIBRREAE
BE e - PR BREF A AN AT REEAR KR A H I EREERAZ —
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RiEHAHEFBRSE

Transition Risk

BRE R

Risk Name
R B & 1B

Impact Analysis
TR

Consumer’s green preference
HEEREES

In recent years, the concept of sustainable development has further spread across the world, and
green consumption has been recognized by an increasing number of consumers. PwC’s Voice of
the Consumer Survey 2024 China Report ({2024%F JH & % 2 & i sh B R & )) points out that the
proportion of consumers in China who purchase more sustainable or climate-friendly products
has reached 50%. Meanwhile about 90% of Chinese consumers are willing to pay a premium for
products with lower carbon footprints, with over 40% of them willing to pay a premium of more
than 10%.

MFER AIFEERNESEEREERNE-TERE GEHEXI THRBEZHEBEENRT -
BENGEQOUAFHBEZBAMTERE)EL  BEENAKEARREER/ ERNEE
EEPEMNGELEEDS0%  REEL0%NFEEEEREARETREMERMN L —EH
B HPBB40%MEEERE XN BIB10%HEE -

To meet the consumers’ green demands, we need to increase our investment in the research
and development of green products, purchase green and low-carbon raw materials, and increase
investment in clean production. These steps will likely lead to an increase in our operating costs.
Meanwhile, as consumers increasingly prefer green products, our product sales and revenue will
gradually rise. However, if we fail to complete the green transition in time to meet the
consumers’ green demands, they may choose competitors that can provide green products,
leading to a decline in market share and pose risk to our revenue.

ARTEBENGEER RMBEMARCEQNTHRA  LHEGEHN ML - i
REREERAS BERERRMELSREN LA AB SHEAREEHECERNIRTHE
2 RMNEGHEREWSES LA AT NERMEEAREERGECHY  HEEES
MEEEY ABETEERBENRHECESNRE RMEEBTSHE TR  ZUOR
L E AR -

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
2024 Climate-related Disclosures Report



Transition Risk

A

Climate-related Disclosures Report

RIEHAHEBRSE

H 2,
3 B

Risk Name
kBB

Impact Analysis
E/ g aN Tﬁ.

Lack of raw materials

Raw material procurement is one of the main operating costs of the Group. With the increasingly
severe climate change, on the one hand, extreme weather events may affect the stability of the
supply chain, leading to a shortage of raw materials needed for production, disrupting the normal
production and operation. On the other hand, the production of the Group’s main raw materials,
wood pulp, is greatly affected by the environmental impact of climate change. Changes in climate
patterns may lead to a reduction in wood pulp production and an increase in prices, thus
causing our operating costs to rise.

EMHRBERAEEREIENELRA 2 - BERGELLEREREK  —FH BmRXAEMH
AT EHERNBEN BRLEEMZRMBER FELTFTENEEEE -S—FH K
SEFrZRMEARNEETREREZERA REEXANE LA BETRRREE B
FRR - EMERKMNEERAR LT -

By the end of the reporting period, raw material shortages or price fluctuations have not had a
significant impact on the Group’s business and finance. However, if the supply and prices of raw
materials experience significant fluctuations due to the continuously changing climate environment
in the future, our operations could be affected. If we raise our product prices to cope with the
rising price of raw materials, it may lead to a decrease in the competitiveness of our products
and a reduction in sales; while not raising the product prices may lead to a decline in our
profits.

HEARESHRK J?Mﬂﬁﬁ)%?ﬁ*%/&"ibﬁﬂilﬂ$%lH’J%ﬁ%ﬂﬁﬁﬁ%i_ﬁkﬁj(%% AT Ul
R R R K £ FE T B AS B R T T TKE’]ﬁﬂ%f&f‘HﬂfEJﬁJ?\'J&@J BMmES S
ANEE - MEMRESERSERYREMBER LR THREBRMERDE %ﬁ—l—lﬁr HE
WY MUIRITREEREE SR EREMOFETE -
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RiEHAHEFBRSE

Physical Risk

Y2 & B

Risk Name
[ 2 & B

Impact Analysis

FELN

Frequent extreme weather
Bk X REH

As climate change intensifies, the frequency and severity of extreme weather events such as
typhoons and floods are also increasing. On the one hand, extreme weather may disrupt our
production, storage, and transportation processes, affecting our normal operation and production,
and increasing our operational costs. On the other hand, extreme weather may also damage our
buildings, equipment, and facilities, threaten the health and safety of our employees, thereby
reducing asset value, and simultaneously increasing disaster prevention investment and insurance
costs.

EEREFCARRE BE - BKERHRAREHNEEEEERSEREEHE s LA —7
H BmARAEGEXNKMNEE RTF BERIROPE FEIMEFTELEE WL
BMHOEERR - Z—FH BmARMAEERMORE  RE [EXE RBEINRER
s EREEEERIE RS ANMRBERIEM-

Many of our factories are located in coastal areas and river banks that are prone to extreme
weather, and in recent years, typhoons have already affected our operation and production.
However, the financial and business impact of extreme weather is extremely minimal.
Expenditures such as building and equipment repair costs, production halt losses, raw material
damage losses, and property insurance premiums account for much less than 0.01% of our total
revenue.

AEBZREIBURZZEHRRARZEN GELR R AF  AFR - 28 B0 E S LM
MESEEEKRTE -AM SR ARELEANHRMANVBEAXBLESR ) BEBRERER
MECER FERX BMHXBRX VERREZEANHAERMAEERIEL IR
0.01% °

During this reporting period, Hengan used the Water Risk Atlas Aqueduct™ of the World
Resources Institute (WRI) to assess the flood risks of rivers and coastal areas for our factories.
The assessment results show that one of our factories has an extremely high river flood risk level,
two factories have extremely high coastal flood risk level, and the vast majority of the remaining
factories have low or low-to-medium risk levels:

NI EHA - FAFE B ERE R WRIFE [ 7KE]KE B T A(Water Risk Atlas
Aqueduct™) ¥t 3 169 T80 m R M os g oKk MR - FFHERBETR  HAB IR TR
MAKRRRRNASEBS 2XIHOAEHKARASERS  HBEBANS THRNRRERG HE
A
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REHBARERSE

Physical Risk

) 3 3 B

Results of River Flood Risk Assessment

R ER AR

01 >

‘ Extremely high risk High risk Medium to high risk ‘ Low to medium risk Low risk
B ERE = AR i E R 1A E R KRR

Results of Coastal Flood Risk Assessment

HERKERF AR

2

‘ Extremely high risk High risk Medium to high risk - Low to medium risk Low risk
&R ERR =R R 1A R iV
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RiEHAHEFBRSE

Physical Risk

Y2 & B

Risk Name
B B & B

Impact Analysis

FELN

We also use the climate impact assessment tool developed by Climate Analytics to conduct a
quantitative analysis on the future impact of extreme weather. Under the IPCC SSP5-8.5
scenario, the average loss caused by typhoons and tropical cyclones at our operational sites in
China will increase by approximately 6% by 2030 and 57% by 2050 compared to the current
level. The average loss caused by river floods is expected to increase by 3% by 2030 and 12%
by 2050. Although the direct average financial loss caused by extreme weather to us under this
scenario will be still less than 0.001%. Given the impact figures are average results, the actual
affected degree in some areas may be much greater than the average, therefore, we need to
focus on some factories that are more susceptible to impacts and take corresponding disaster
prevention measures.

AP IR & A Climate AnalyticsF M RIEF 2T E T AU BE X R ARNEEHAREEON &£
IPCC SSP5-8.55& T~ " UMM ELHERE AT RIEEXNOFHBRARBEAIME + 1
20304 M20505F 1§ 53 Bl 12 1= K96 % F157 % -+ B ] it X6 3 X /9 T #5948 2K 20304 20504 1§ 5 5l
ER3%M12% c BEMLZBIE Tk AR EMEKNERE FIITBIERK ) F0.001% - A
ZRINZTEZHATHE BERBHIMRBOXTEREINEERARTEE  RMFEHEE
O SFRZEEN TR WERIUEER S5 -

Water shortage and drought
KERERRER

Water resources are an indispensable and important resource in Hengan’s production and
operation, but also crucial for the production of our main raw material pulp. Based on our
experience, we have not yet encountered a situation where water scarcity has led to a reduction
in production capacity or operation disruption, nor have we seen a reduction in supply or an
increase in price of upstream raw materials due to water resource shortage. However, as water
scarcity becomes increasingly severe due to global climate change, the Group has profoundly
realized that the risk of water shortage and drought will exist for a long term.

KEBRTERBLZEEMELBRETIARINERZER  CHAMNEIERMBRENEE
EHREE -AERNTMBAENLER  BMAMKEERKERERMEBESL THRIELTEHNE
S IRAR IR B RMEEOKE R B MR A HE SR ER LR - A BEZKEREREA IR
REZLCMBEMEERE ARERARBINKERERIEENARERBFRE -

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
2024 Climate-related Disclosures Report



Physical Risk

Climate-related Disclosures Report

RIEHAHEBRSE

We used Aqueduct Water Risk Atlas, a water risk tool developed by the World Resources
Institute (WRI) to conduct water pressure risk assessments for our factories. The assessment
results show that the Group has ten factories located in areas defined by extremely high baseline
water pressure values and four factories in areas defined by high baseline water pressure values:

BFIERERERFTAGE KRR TAHEMN THARKEDRRE  FEEREBR
AEBURBESMESEEKBENEEENKENREN THREE D 5 B10K 4R

Results of Water Pressure Risk Assessment

KB AR BRI R

‘ Extremely high risk High risk Medium to high risk \ Low to medium risk Low risk
B ERE =R hEER & R Ly

Additionally, we also analyzed the future water pressure risks faced by the Group’s factories.
According to the results of IPCC SSP5-8.5 scenario analysis, the number of factories in the
Group located in areas defined by extremely high baseline water pressure values will be nine in
both 2030 and 2050, and the number of factories located in areas defined by high water
pressure values will be six in 2030 and five in 2050, respectively, showing no significant change
compared to the current situation. However, the rise in global temperatures and changes in
rainfall patterns may further exacerbate the risk of water scarcity in the future, and our factories
located in areas with extremely high and high water pressure may face the risk of water
shortages, resulting in the negative impacts on our normal production and operation.

It S i P9 7 B AN B2 () T JRR R R T B B0 KB ) BB E 1T 0 A © ARIRIPCC SSP5-8.516 S 0 #T 45
R 2030 M2050F A EE MU N BB EEKBENEERNKEN RSN THEEY RIK
UARHGEEKENEEZNKENEEN THREE D B R6RSR - HERALAHEEX
Bl 2RI SMEREXNB(CATERIE - FNEIKEREREAR  BHALNES
MEKEBENRENTHRAESEERKOEAR EMHBEENEENELELAEMETE -
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Climate Opportunities

RiIx#B

Opportunity Name
BB ERE

Impact Analysis

FELN

Enhance corporate brand image
RAGEXDEER

As concerns on corporate sustainable development performance from all sectors of society
gradually increases, companies with a good brand image, especially in terms of sustainable
development, will be increasingly favored by consumers and investors. For example, consumers
are willing to pay a premium for products produced by conscientious companies, and financial
institutions will take into account a corporate’s sustainable development actions and performance
when making investment and financing decisions.

BEHSEAYCETRBEERRANBIEES RS AERFGBEER  LERAFESE
RESHNERBBERBZIEEENREENTR LB EERERBARLEXREENEM
XHEE REBEETRBRERSEENAIFEERTHIEEARAAALE -

Hengan has established a comprehensive ESG governance system, actively promotes green
transition through the “GROWTH” approach to enhance sustainable performance. By the end of
this reporting period, Hengan’s MSCI ESG rating reached “BBB” level; the FTSE Russell ESG
rating has improved for three consecutive years, and has been successfully selected as a
constituent stock of the FTSE4Good Index Series; the S&P Global’s Corporate Sustainability
Assessment rating has improved year by year, and has been selected as a member of the S&P’s
Global Sustainability Yearbook (China Edition) ({7] 1% 48 %% & F §& (R Bl i) )) for two consecutive
years. In addition, our Hang Seng ESG rating has been promoted to A, and has been included in
the “Hang Seng Corporate Sustainability Benchmark Index “for the first time.

BLRRELTEENESGHERF - BIBIGROWTH | EREDHZEEE - BAUKBERRR
BEAREHRR  ELHOMSCIFHEERBBBIEA : EREZFRCEEMFRA  AKDA
BERERM G ETHEM(FTSEAGood) 27 B EEMREENBEERIGREZFRA - 28
MEAERBRELR(CIFEZRFE (PER)) - U5 HPINIELESGH R ETTEA - L ERK
MAIBEAHSEEROFEEERH] -

The Group’s excellent performance in the field of sustainable development has also been
recognized by financial institutions. In 2023, Hengan successfully obtained a customized
sustainable development trade finance solution from HSBC. This solution provided Hengan with
professional advice on sustainable development and green project management, and supported
the construction of our responsible supply chain. Moving forward, Hengan will continue to use
sustainable practices as a driving force to propel the high-quality development and establish a
green and sustainable corporate brand image.

AEEEAHEERAENEFSRA LB T ERBBHRA » 2023F - BELXRNERTEL
RITRENEHRLCAIBEZREZIRETR RERRRTURERRNGECEABEETEN
BERBIXHRMNBEEHERER KA BEXBEENAKEERASIE BHPLE
SEENT BUKERENCERRIER -
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Climate Opportunities

RAIRHEB

Opportunity Name Improve resource and energy efficiency

HEEW RAERREREARE

Impact Analysis Resource and energy consumption is one of the main production and operating costs of the
FESN Group. The Group is actively driving a green transition, improving the efficiency of resource and

energy utilization through intelligent energy management, equipment upgrades, optimized
warehousing and logistics, reducing the use of product and packaging materials, and enhancing
the sustainable development awareness of employees and consumers. Although green transition
may increase our operating costs in the short term, reducing energy and resource consumption
can help lower production and operating costs in the long run. Additionally, efficient energy use
also helps us reduce carbon emissions and lower carbon emission costs.

BREGEREREASERIENEEEERAZ - AKEEBRESSECEL  BETREL
EREE REBAR BLERDR BIERMHAEEMER ARETIEBEEEAFESR
BREBREASST BAERERERNEAYE SKEBUREAEEHASEMEMNEZK
A EREERMRE ROEREERERENEDRMABRELEEELERET - AR SHNEE
TRAE PR A0, 8 B A 3R 1P B AEC AR B TR ORL A R B IR AR

Opportunity Name Use low-carbon energy

BBEEH &£ 1K B BE R

Impact Analysis According to the IEA NZE climate scenario, to achieve net zero emissions by 2050, the global
FESN proportion of renewable energy use needs to reach 28% by 2030 and 71% by 2050. In addition,

China’s “14th Five-Year Plan” also aims to increase the proportion of non-fossil energy to 20%
by 2025. The Group continuously increases investment in renewable energy projects, increasing
the proportion of renewable energy use through the construction of distributed photovoltaic power
generation projects and the procurement of green electricity. By the end of 2024, the Group had
installed distributed photovoltaic panels in 11 production companies, with a total installed
capacity of 28.75MW, generating over 31.0 million kWh of electricity throughout the year.

BIRIEA NZEREE & - B EHR2050F T H M - 250 B 4 s8R (E At ] f£20304F 7 & 2
28% ° fE2050F FHEEN71% © Loh - B[+ U AR E | TR B 0 R E20254F 1§ FE (L A LR & B
PliIEmE20% - AEETH MAAIBARREERE  BREEE HA KRB EEE MREL
BENEAN BN BARERERALA - HE2024F K AEFBCENREERALTE T H
AR RER  RERDTEE28.75MW » 2 FHESHIB3,1008 F °
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Climate Opportunities

RiIx#B

Opportunity Name
HWBEERE

Impact Analysis

FEOW

The installation of distributed photovoltaic projects requires short-term capital investment, but the
low-cost electricity in the future will reduce our energy costs and carbon emissions. According to
the IEA NZE scenario data, China’s comprehensive power generation cost will be USD 85/MWh
in 2030 and USD 60/MWh in 2050, while the operating costs of photovoltaics will be only USD
10/MWh in 2030 and USD 5/MWh in 2050, showing a significant advantage over traditional
power. Additionally, under the IEA NZE scenario, China’s capital expenditure on photovoltaic
panels will decrease by 40% in 2030 and 60% in 2050 respectively compared to 2023, so we
expect to be able to build distributed photovoltaic power generation projects with lower capital
investment in the future.

ZEROBANRBEECRHETELESHE A BERANE N ERLEEREERMPAOELRKA I
AR BRI o IR IBIEA NZETS S #UE © A B A 47 & % B A AN E20304F 20504 #5 9 Bl B85% T,/
JKEL B FI603E T, /IR FLBF » M Yt K 938 & R AN E 5 Bl B103 7T,/ Ik FLI M5 7T,/ I FLI » $R 8%
BRENEZE KR o FIEA NZEBE =T + # B (R R 89 B 2 14 7 32 7£20304F F120504F 48
20235 i 7 5l T FF40%F160% - E L FRMTEET R KRB MELNFEHE ST AEZ D HR KR
BWEIEF o

Develop and/or increase low-carbon products
B B A 2R 0K B

With the government’s increasingly stringent regulatory requirements for the green and low-
carbon attributes of products, as well as consumers’ growing preference for green and low-
carbon goods, developing and increasing low-carbon products can not only meet compliance
requirements but also attract green consumption.

EBRNHYERSECRARBUNEEEZRTHRES URHEBEEUREETRGEERE R - 7
HANEMERE R TERERREARER  TERSIGEHE -

The Group actively develops and increases the low-carbon environmental attributes of products
through multiple initiatives, including improving production and storage logistics efficiency,
increasing the use of renewable energy, selecting green and biodegradable raw materials in
product design, and continuously reducing the weight of products. Looking ahead, we will further
calculate the carbon footprint of core products and carry out targeted emission reduction actions
based on the calculation results. And we will increase the proportion of low-carbon products to
meet consumers’ green consumption needs, thereby improving the market share of green
products and achieving continuous revenue growth.

AEEBEBRAEREERARBYRYE MAABLERER UREERRTBREPER
REe FTRENEME IRENERIERRES I ABEERAE ML NERERRRE ML -
AR BPGE-—FPRAERZLERNREY  URBIELARMEHEENRETE  TEE
MEBREROEL  REEEENGEHEST R EtMRASKETSEEER LEREUDT
g & -
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2.3.2 Resilience Assessment

Scenario analysis reveals transition and physical
risks with various degrees under different climate
conditions, while we have already been equipped
with certain climate resilience to face the challenge.

In terms of physical risks, our manufacturing bases
are distributed in different areas, and the impact of
single climate events at specific locations on us is
limited. Based on our previous experience, extreme
weather events have never had a significant impact
on the Group. According to the results of climate
scenario analysis, the impact of future impact of the
two major physical risks, extreme weather events
and water shortage and drought, will also be
At the same time, we have
improved business

relatively small.
formulated and continuously
continuity plans, built flexible production and supply
systems, implemented emergency response plans, so
as to strive to minimize the negative impact of
extreme weather.

In terms of transition risks, although five of the
Group’s factories have been incorporated into the
carbon trading market. By the end of 2024, the
overall carbon quota was in a surplus state. The
Group has never experienced major violations related
to climate or the environment, and fluctuations in
raw material prices have not had a significant impact
on the Group. The
analysis indicate that as the carbon prices continue

results of climate scenario

to rise and the number of factories of the Group
included in the carbon trading market increases,
carbon emission costs may become one of the
Group’s main operating costs. The Group has
promoted a series of projects to improve energy
efficiency and the use of green energy. Given the
trend of continuously decreasing unit costs of green
energy investment and operation, these projects will
help us achieve cost reduction and efficiency
improvement with relatively less investment, and
greatly reduce the costs of carbon emission and
compliance. At the same time, we can also establish
a green and low-carbon brand image through green
transition, meet consumers’ demand for
products, and thereby seizing climate-related
opportunities to achieve revenue growth.

green
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However,
change is a long-term process, the climate policies
of various countries and regions may continue to
evolve, and there is significant uncertainty regarding
the ultimate climate scenarios and their impact on

considering that addressing climate

us. Therefore, we closely monitor the latest trends in
climate, environmental, and other related regulatory
developments in real-time. We continue to promote
green transition strategies, and promote
environmentally friendly production methods
throughout the value chain. We also collaborate with
governments, non-governmental organizations, and
industry partners to jointly develop and implement
In addition, we continuously
logistics layout,
implement emergency plans for extreme weather,
enhance climate resilience, and ensure the long-term
sustainable development of the Company.

innovative solutions.
optimize our warehousing and

RISK MANAGEMENT

We have realized that climate change has brought many
uncertainties to business operations and market environment,
which may lead to risks such as supply chain disruptions,
resource shortages, rising production costs, etc. We incorporate
climate risk management into the Company’s comprehensive risk
management system, the Board of Directors of the Group
acknowledges the overall responsibility for the design and
implementation of the risk management system. Under its
supervision,
identify, assess and manage significant risks faced by the
Group.

the management has established procedures to
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EXkBERERZESEDEBLTES
(COSO)R BBIE HIMERY - R [ = ER 4R )4
RORBREZER AEFEREEAIHN
RAEgfrfENRREE - A@#5 - FEME
EEBENEZAR:

Hengan has established a risk management framework
consisting of the “Three Levels of Defense” based on the
Committee of Sponsoring Organizations of the Treadway
Commission (COSO) internal control model. The Board of
Directors and Chief Executive Officer (CEO) are jointly
responsible for the Group’s risk management to identify, assess

and manage significant risks faced by the Group:
Board of Directors
EEXE
The Group CEO
SEEEHTE

The Third Line
Internal Audit

B=EMR REBREE

The Second Line
Functional Departments

SBEPA  BRREERFT

The First Line Business

Executive Management

F—EMR EBRITER

Identify, respond to, monitor
and report risks at the
business front end.

1E % 75 Ao B
B RIRERR -

Conduct risk management,
build institutional culture,
supervise risk response
across departments, and
analyse anomalies.
EITRBRER BRI E
Xt - EBEHPIRBREY
DITREFR

©  Assist senior management in
conducting an independent
and objective assessment of
the overall risk.
MBS REREH R RET
B RB AR o

Risk Management Framework and Segregation of Duties

R ERERMBES T

EXREREEHRAT
2024 F RIGIEAEERS



Climate-related Disclosures Report

Each of the three levels of defense performs its own duties and
cooperates with each other flexibly, which effectively guarantees
the operational compliance of the enterprise. Business
departments are responsible for identifying business-related
risks. The functional departments such as the internal control
department, the safety office and the finance department work
together with business departments to integrate internal and
external resources, and design and optimize the control
processes for the various operational risks identified. Internal
audit is the supervisory department for risk management of the
Group, assessing the overall risk management effectiveness of
the Group through annual audits and special audits, enhancing
the awareness of risk management among employees and
building a culture of risk management through training, publicity,
routine inspections and other measures.

In terms of identifying and assessing climate-related risks and
opportunities, we regularly conduct the identification of
climate-related risks and opportunities based on the previous
year’s result and the latest climate regulatory trends and industry
dynamics. We also carry out quantitative impact analysis based
on the latest climate scenario data. This allows us to thoroughly
assess the climate resilience of the Group, optimize
management strategies, and further integrate climate into our
overall risk management and business strategies.

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
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Risk and
_pr;)_?un_'ty Based on Hengan’s previous identification results and international mainstream climate risk and opportunity libraries, we
identificaion ) . ) - .
BBE conducted extensive peer research and climate regulatory trend analysis. Taking into account Hengan’s current operations

Heom and the latest business plans, we have preliminarily identified potential climate-related risks and opportunities.
FEEZEFHNERTNBERERRIERR RESBENER - ARBEZNORAERANAREEBEON - LESELHES
BRSO E B - VIZ R ETE R RIRIERI R RS -

Risk and
opportunity We conducted climate workshops, inviting representatives from various departments within Hengan to quantitatively assess
assessment . ’ . " . . . .
and the impact of climate-related risks and opportunities on Hengan in the short, medium, and long term from two dimensions:

prioritization probability of occurrence and degree of impact. Further prioritization was carried out based on the opinions of Hengan’s

Ea R e management and external experts to identify significant climate-related risks and opportunities for Hengan.
S(LERHEE FRREIEY  BFEETAENBPFAIRKEZENRENTEREMELEEERIREHERR RGEHBELERGE - PHN
RREMZEETEETE - WESEREREBURIINBERNERETE —SNERT - BRlERERRIREERR X
Scenar.io We conducted climate scenario analysis, using the latest climate models from organizations such as the Intergovernmental
?;;IX;; Panel on Climate Change (IPCC) and the International Energy Agency (IEA), as well as publicly available climate data, to
[Rles quantitatively analyze the impact of climate-related risks and opportunities on Hengan’s own operations and the upstream and
downstream value chain.
iR R \%%ﬁﬂﬁ %EA IPCC * IEASHEBSINRIFER R ARMNAGHBEE RIGEBRR REBHERE HEER LT
HEEENTZZETE(EDT
Resilience
assessment Based on the results of climate scenario analysis and Hengan'’s historical experience of being affected by climate risks, we
ke 2r analyzed the effectiveness of Hengan'’s climate response strategies and management measures, and assessed climate
resilience of Hengan.
REREBEEONTER  AEELXXAEABRZENELLR  HITELRIZEE KB EEERENARL - THEZHR
1REIE -
Hengan continuously improves the consideration of climate risk BT THRERARGRREZCEBEEZRER
factors among the Group’s significant risks, combines with the FRER &6 0 TRIERERR TS E R
analysis of climate risks and financial risks including market FERERM SRR SHERER - FKE
risks, credit risks, and liquidity risks, to form a more MEENMTENEERE SEMALEER
comprehensive and complete management strategy. The EEEEEEHE ERACERBEIENR
strategy is ultimately integrated into the overall business RNt EEREECERTENEEN %
operations strategy, enhancing the climate resilience while 2 -ELXEEEQEEREESCGEET B
strengthening the reputation and influence in climate change BEEVRFEHBESGK R X @ E R E 2K
management. Hengan has established the ESG Committee under BIEHIHIE - E A RETE AR AR ERER
the Board, which is responsible for creating and reviewing ESG BB MEFSREEE KM
and climate-related risk management and internal control FIREE AR A K BEESG K R # (18 H
systems to identify and prioritize climate-related risk issues, and [R B2 ©

providing recommendations to the Board of Directors to manage
and mitigate ESG and climate-related risks.

EXREREERRAT
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INDICATORS AND TARGETS

Hengan has set specific indicators and targets for climate
actions, closely tracking greenhouse gas emissions and energy

consumption data to ensure their accuracy and transparency.
For the papermaking sector, we have set clear environmental
goals to actively respond to the challenges of climate change.

Through continuous technological

innovation and green

transition, we are committed to reducing environmental impact,
promoting sustainable development, and contributing to the
construction of a low-carbon future.

4.1.

Greenhouse Gas Emission Data

To tackle the complex challenges of greenhouse gas
emission data statistics, Hengan has launched a
comprehensive greenhouse gas emission
involving a thorough review of the Group’s scope 1,
scope 2, and scope 3 greenhouse gas emission sources,

inventory,

aiming to accurately grasp the current status of the
Group’s greenhouse gas emissions through systematic
investigation, thereby solving the long-standing difficulties
in data collection and analysis. This not only helps the
Group better understand its impact on the environment
but also provides a scientific basis for developing effective
emission reduction strategies. In 2024, Hengan introduced
digital methods into the greenhouse gas emission
inventory. By utilizing the automatic greenhouse gas
emission accounting system, Hengan is able to collect,
analyze, and accurately calculate various emission data in
real time, which not only improves the efficiency of data
processing but also provides management with intuitive
and comprehensive decision support through visualization
methods.

Hengan attaches great importance to the role of
employees in greenhouse gas emission management.
Through this greenhouse gas inventory work, we have
organized a series of professional training sessions aimed
at enhancing employees’ understanding and ability to
recognize greenhouse gas emissions. Through the training,
employees not only mastered the basic methods of the
inventory work but also strengthened their environmental
awareness, contributing together to the Company’s
sustainable development.

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
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4.1.1 Accounting Standards

The GHG emissions are measured by carbon dioxide
equivalent according to the Greenhouse Gas
Protocol Corporate Accounting and Reporting
Standard (CREREZERR  bEZREHRER
#)) and the Greenhouse Gas Accounting System:
Accounting and Reporting Standards for Enterprise
Value Chain (Scope 3) (CRERBEZERZR : DXE
B (S E3) ZEHREITAE)) issued by the World
Resources Institute (WRI) and the World Business
Council for Sustainable Development (WBCSD), and
with reference to the Guidelines for the Calculation
and Reporting of Greenhouse Gas Emissions from
Paper and Paper Products Manufacturers (Trial) ({i&
MANEHmMEECERERBEMZEEHRE
$#£7 (5177))) and the Guidelines for Accounting
Methods and Reporting of Greenhouse Gas
Emissions of Power Generation Enterprises in China
(Tria) (RBIEECEREREBENZEF 2EGE
Er (7).

4.1.2 Organizational Boundary

The calculation scope of greenhouse gas emissions
of Hengan covers 30 production companies.

4.1.3 Operational Boundary

The Group identifies the greenhouse gas emissions
associated with Hengan in accordance with the
standard and categorizes the
emissions by Scope 1 direct GHG emissions, Scope
2 indirect energy GHG emissions and Scope 3 other
indirect GHG emissions.

requirements,

Climate-related Disclosures Report

4.1.1 ZEZ%E
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— ==
RiEHRBAHRERSE
4.1.4 GHG Emissions 414 B ZRBEHKE
The GHG emissions of Hengan in Scope 1 and KizHE - 1B%20245 # E1EH E
Scope 2 in 2024 are as follows: CHVRERBHRIBERLLOT
GHG emission in Scope 1&2 (tons carbon dioxide equivalent, tCO,e) 2024 0023
BEREHEREE12(BM_F{LHEER  tCOe)
Total GHG emissions: Scope 1 + Scope 2 1,427,401 1,672,592
BEERBHENE @ €E1&EE2
Scope 1: Direct GHG emissions 557,885 585,056
#E: EEAEABEEN
Scope 2: Indirect GHG emissions — Location-based 869,516 987,536

FE2: MEOABZERBHM(ER )

Scope 1&2 based on GHG emission categories (tons carbon dioxide
equivalent, tCO.e)
BELERBHEREREI I NG E1G2 (M-S EE > tCO,e)

Carbon dioxide CO, 1,423,673 1,569,092
— & 1LH CO,

Methane CH, 415 404
iz CH,

Nitrous oxide N,O 1,606 1,589
A{LTA N0

Hydrofluorocarbons HFC_ 1,606 1,402
LAY HFC,

Sulfur hexafluoride SF, 101 105

REALHE SF,

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
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In 2024, the GHG emissions of Hengan in Scope 3
are as follows:

GHG emission in Scope 3 (Kilotonnes CO, equivalent, ktCOe)
BERBHEREEI(TH _F{LHREE  ktCO,e)

Total GHG emissions: Scope 3

HESRERBHME R

Category 1 — Purchased goods and services*

¥Rl — BE &m0k

Category 2 — Capital goods

Bl — EXE®

Category 3 — Fuel and energy-related activities

A3 — MBI A EEIRBREE B

Category 4 — Upstream transportation and distribution & Category 9

— Downstream transportation and distribution
B4 — ERPERARXRIARO — T E®w ML X
Category 5 — Waste generated in operations
BRe — BEPELENED
Category 6 — Business travel
hle — BAIMKIT
Category 7 — Employee commuting
Bl — BEERY
Category 12 — End-of-life treatment of sold products
Fh2 — ERSGRIENEHE®

Climate-related Disclosures Report

RIEHAHEBRSE

BIZH - B R20245 X BEHESE
ZREHHERNT

2024 2023

1,853 1,577
1,298 1,109
5 6

188 127
282 259

2 3

1 1

10 8

67 64

Scope 3 GHG emission factors from US EPA, UK Government GHG
Conversion Factors for Company Reporting, Ecoinvent, China Products
Carbon Footprint Factors Database (CPCD), etc. In 2024, due to the
update of the emission factors, Category 3, Category 7, and Category 9
GHG emissions increased.

Category 1 — Purchased goods and services covers the Group’s
procurement of nine major raw materials such as wood pulp, polymers,
nonwovens, plastics and cartons. The increase in procurement of raw
materials such as wood pulp, polymers, nonwovens, and plastics in
2024 has led to a rise in Category 1 GHG emissions.

& B3R = R 8 5 W E F R BUS EPA - UK
Government GHG Conversion Factors for Company
Reporting * Ecoinvent * AR ERE2EGHEEAESR
BEHMABES - 2024F BN HE A FEH - B
A3 AT RIOR EREEHE M E LN -

BRI — BEOARMREOBERREREERE
RE--@HF \EMH - B BRESEXTERM
B e2024F K- mO T \|HM EREZERMH
HESEN SRENVAEREEREE N -
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4.2,

Energy Consumption Data

Hengan adheres to the concept of green development,
actively strengthens its energy management system, and
maintains a high level of attention for energy consumption.
We have established a refined energy consumption
monitoring mechanism to achieve comprehensive, real-time
tracking and analysis of the Company’s energy
consumption. Through the introduction of cutting-edge
energy-saving technologies and optimized energy
allocation, Hengan has effectively reduced energy
consumption levels, demonstrating a strong sense of
environmental responsibility.

Energy consumption

B R 7 2024
Direct energy consumption 2,058,305
BEEERHEE

Natural gas 90,868,860
Anthracite 168,241
e

Liquefied natural gas 7,023
BALRAR

Liquefied petroleum gas 3.1
BAL B H R

Diesel fuel 16.95
Ze0m

Indirect energy consumption 1,823,445
B E R R E 3

Purchased electricity 122,916
MBS

Purchased steam and heat 2,139,442
SNEE PR R B A

Total energy consumption 3,881,749
REFEHE

Energy consumption intensity 1.7

BRERE

4.2. HFEHE

BLRFGEHERES  BEBR(CER
EEER HERERBEARE®EH
E e BB EBAC MR REER
B BRHOERERNZE  BEER]
BT o BBEI AR H BT RE R BB L
REIRECE B AMEETRAEKT
RALEHBNRRETEE -

sz UM
B
2,205,561 MWh
JK BB
109,032,108 m?
ST OK
166,884 tonnes
L7
3,651 tonnes
U
9.0 tonnes
L7
28.05 tonnes
L7
1,713,607 MWh
JK BB
115,571 10,000 kWh
BE
2,008,440 GJ
HE
3,919,168 MWh
JK FL B
1.6 MWh/RMB10,000 of revenue
JKFLEE BT AR &R

HENGAN INTERNATIONAL GROUP COMPANY LIMITED
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RIEHEABEERS
4.3. Environmental Targets for the Papermaking Sector 43. EEMHEEREBEEZE
Hengan has established the control targets for energy for Bt E TEAERBEREZERZ
the papermaking sector: 23k
Metrics 2028 target Progress Units
0 2024 2023 2022  __ .
EIR 2028H 12 i e k==K(v2
Energy consumption By 2028, the energy Achieved 0.34 0.35 0.31  tce/tonne of paper
intensity consumption intensity of

the papermaking sector
will be controlled at
0.30-0.40 tce/tonne of

paper
ermE 20284 A - EARIRBRAERE W WA KK, A 4K
7 JZ 12 %1 4£0.30-0.40MF
B WA
In 2024, the energy consumption intensity per tonne of 20245 - A K H W K e B E E b
paper was 11% lower than the Level 1 requirement of the (R ERENE MR EERE
Energy Consumption Per Unit Product of Pulp and (GB 31825-2024)F M 14 Z K K11% °

Papermaking ({2 %% & 4 B (I E f 68 R B & R 58))
(GB 31825-2024).
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