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9.2.1 Employee Performance and Salary Management

The Group regards performance enhancement and salary management as important ways to effectively
motivate employees. In terms of performance management, we formulated and issued the Towngas Smart
Energy Operation Guidelines on Corporate Performance Management, and established performance
management standards and standardised processes. Managers are required to provide more guidance
to employees on improving their performance competence, so that a closed-loop management system
consisting of performance target setting, performance monitoring and guidance, performance assessment
and appraisal, and performance result application can be formed, effectively achieving corporate strategic
objectives.

During the vyear, all business segments of the Group enhanced their prevailing performance appraisal
systems from different dimensions according to their needs. Among them, the utility business segment
focused on production safety and incorporated relevant indicators into the performance appraisal criteria
for key positions. The renewable energy business segment innovatively reformed the evaluation model by
introducing the Objectives and Key Results (OKR) method, aligning employees’ personal objectives with
corporate strategic objectives. Besides, an all-round 360-degree evaluation was applied to certain promotion
paths, through which performance was evaluated comprehensively from all perspectives. This was to help
employees understand their strengths and weaknesses and enable tailor-made development plans in the
right direction. As at the end of 2022, all employees of the Group were subject to regular reviews on
performance and career development.

In terms of salary management, we followed the principles of performance-based remuneration and equal
pay for equal work. We improved our salary distribution mechanism according to the requirements of
Towngas Smart Energy Employee Handbook, Measures for the Administration of Salary and Welfare for
Expatriates and other systems. The objective was to ensure that the salary matches the rank and is not
affected by gender, age, nationality, disability and region, etc. At the end of each year, we carry out a
salary review and determine an employee’s salary for the next year according to his/ her performance, the
Group's operating efficiency and market conditions, aiming at evaluating employees’ commitment and duly
compensate them in a scientific, reasonable, comprehensive and accurate manner.

9.2.2 Employee Development and Training

To support the development and rapid growth of employees, the Group has set up dual career pathways,
and built a talent career development and training system to improve the professional skills and calibre of
employees. Multiple career development platforms are provided for employees at junior, middle and senior
levels, including vertical promotion, horizontal development and job rotation of core positions, completely
unleash the potential of employees and facilitate their long-term development. We also continuously
promote the Talent Ladder Scheme to drive business development.
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Talent Ladder Scheme

As the core for training the Group’s management talents, the Talent Ladder Scheme consists of five levels,
i.e. entry team, management trainees, manager training scheme, director training scheme and senior
management training course, providing a rapid development path for management talents from bottom to
top. We enlarge our talent pool via external recruitment and internal selection, and develop tailored training
plans to meet the ability improvement needs of talents at their different development stages. Arrangements
like job rotation and position mentoring are also provided to strengthen employees’ professional skills, thus
facilitating their growth.

Spark Talent-specific Career Path Mechanism

In order to promote talent development and stimulate team vitality, a Spark Talent-specific Career Path
Mechanism was launched by the renewable energy business segment in 2022. Targeting at employees with
high potential who graduated for less than five years, the mechanism provided them with a career ladder
moving upward from assistant to officer, then to manager, and finally to director. Diverse incentive measures
such as job development, promotion, salary and welfare, and echelon project awards were also available to
open up the internal career paths and provide a broad leeway for young talents’ development. In December
2022, the mechanism was officially put into effect and a total of 16 employees were recommended by
their departments to take part in the selection. Final decisions were made from an integrated performance
assessment including panel discussion, all-round 360-degree assessment and annual performance appraisal.

We have in place a mature talent training system, providing an array of internal and external curriculum resources
in the format of training projects both online and offline. Content of the training projects covers corporate
culture, professional technology, business management and personal improvement which can fully meet the
needs of employees in career development and personal growth. Meanwhile, all business segments of the
Group continue to enhance the format of training by promoting the construction of online learning platforms,
so as to improve the accessibility and convenience of training. During the year, five learning modules related to
gas business were designed and built via the Towngas Mobile Academy platform, namely general knowledge,
professional skills, business knowledge, leadership training and cultural activities, for employees to choose and
learn at their own preferences, which provided tremendous stimulation for learning among employees. In 2022,
there were 12,650 persons studied online and received 134,415 training hours in total. In addition, the Human
Resources Department can also design learning schemes according to the talent development needs of specific
posts or levels, and combine courses freely to improve the professionalism of relevant employees in a targeted
manner. Focusing on the digital transformation, the renewable energy business training officially launched
the Merit School learning platform on 9 January 2023, which features the integration of external curriculum
resources, management of internal knowledge base, career development path design, visual-based learning data,
management of the talent pool and other functions. This enhances the employee’s learning experience, and
provides comprehensive support to employees for accumulating professional knowledge and improving business
capabilities.
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Per capita training hours
by employee category (hour)
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management management
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Fresh Graduate Training Programme - Spark Scheme

In 2022, the Spark Scheme Phase Ill fresh graduate training programme was launched by the renewable
energy business, with 22 participants taking part in a total of 572 training hours. Training and activities
of the programme include face-to-face training, self-study of online courses, tutors’ guidance, monthly
On-The-Job Training, reading clubs, sharing sessions and topic researches. The programme’s objective is to
facilitate fresh graduates to quickly change their mentality and adapt to their new role, assist them in getting
acquainted with the Group'’s business and help them fit in well with the team and fulfil their tasks.
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Towngas Shandong Training Institute — Training for Industry Professionals

L — Since the promulgation of the 100-day

— = . Action Plan for Province-wide Inspection and
""I- ' Rectification of Urban Gas Safety Hazards
L]

e —— e d
1 i“| M TI ' | in Shandong Province, replacement of the
| ! lm ‘:; ; polyethylene (PE) pipes in many cities were

e —

¥ confirmed, which led to a sudden upsurge
¥ == in the demand for workers with specialty
i in gas installation and maintenance. In
this context, Towngas Shandong Training
Institute organised a training scheme in
a timely manner and invested sufficient
teaching resources to ensure that persons-
in-charge, safe production managers and
front-line workers were able to meet the basic requirement of holding a certificate. The project adopted both
means of online and offline trainings, effectively improving the professionalism of practitioners in the gas
industry, and provided a large talent pool for the province-wide rectification projects.

‘E@? 9.3 Protection of Employees’ Rights and Interests

The Group cares about the development needs of employees and puts emphasis on protecting the
employees’ rights and interests. By establishing effective and diverse communication and complaint channels
as well as conducting employee satisfaction surveys, we proactively listen to employees and improve our
human resources management measures.

)

9.3.1 Employee Communication Channels

We respect employees’ freedom of association and welcome all employees to join the group activities
organised by the Group. We have developed and refined the internal communication mechanism of
employees, and made smooth the internal communication channels. In this way, we can learn employees’
suggestions and demands in a timely manner and help solve the problems they may encounter at work and
in life.
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The Group's internal communication channels include the following:

Based on our performance We collect and respond to We timely inform
management mechanism, employees’ opinions and employees of the Group's
we communicate suggestions by holding policies, systems, major
with employees after department meetings and issues and activities
assessment about their group activities. through bulletin boards,
personal performance, e-mails and WeChat

and jointly discuss their groups and collect

future development employees’ feedback.

direction and means of
improvement, creating
a good communication
atmosphere.

In addition, employees are encouraged to report any cases of harassment, discrimination and other violations
as well as any dissatisfaction at work through the complaint channel. According to the requirements
of employee communication management, we have established standardised complaint processes and
relevant management should treat the cases in a serious manner and provide a definite reply. Employees
can complain to their superiors or the Human Resources Department, or to the senior management via the
Human Resources Department until a satisfactory result is obtained.

9.3.2 Employee Satisfaction Survey

To enable a better understanding of the Group’s current operation and management, business segments of
the Group conducted employee satisfaction surveys to collect opinions and demands from the perspectives
of working atmosphere, internal fairness, rewards, equality and respect, and cultural identity, to enhance
employees’ sense of identity and belonging. At the same time, we evaluated the effectiveness of the Group’s
human resources management based on the survey results, identified potential issues and took improvement
measures. In 2022, the Group’s overall survey participation rate and employee satisfaction rate maintained
a relatively high level, with the participation rate from renewable energy business reaching 91.37%. After
an in-depth analysis, we further clarified the standards for promotion, rewards and punishment, improved
the welfare system, and strengthened communication by organising regular internal and inter-departmental
communication to meet the mental needs of employees, and in turn improved employees’ overall
satisfaction.
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‘\gj@? 9.4 Employee Care

In addition to paying five social insurances and the housing provident fund as well as providing statutory
and annual leaves for all employees in accordance with the law, the Group provides a variety of commercial
insurances, paid leaves and other welfare benefits. We care about employees’ physical and mental health,
and hence have provided health checkups, established the Towngas Smart Energy Mental Health Hotline,
and hosted a variety of festival celebrations and team building activities. It is our target to help relieve their
pressure from work and life, and to improve their sense of happiness in multiple ways.

9.4.1 Employee Welfare and Benefits

00 Social Security Commercial Insurance
Pensions, medical, unemployment, =) Accidental death/disability, accidental
maternity and work injury insurance === medical treatment, hospitalisation

and housing provident fund allowance, critical illness, outpatient/
inpatient medical treatment, death
due to illness, gynaecological diseases,
maternity insurance

— Leave and Holidays Other Benefits
Statutory public holidays, paid Subsidies for mobile phone plan
annual leave, full-pay sick leave, expenses, festive benefits, recreational
work injury leave, medical leave, full- activities, annual health checkup,
pay examination leave, special leave annual trip travel

(marriage leave, maternity leave,
paternity leave, compassionate leave)

Scholarship Scheme for Employees’ Children

The Group has been organising the Towngas Smart Energy Scholarship Scheme for Employees’ Children
since 2013 to alleviate employees’ economic pressure caused by their children’s education while promoting
employees to care for their families and the next generation. In 2022, the Scheme received eight applications.
After a comprehensive evaluation, three applicants were awarded a scholarship of up to $10,000.
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9.4.2 Employee Care and Activities

Towngas Smart Energy Mental Health Hotline

A healthy body cannot do without a healthly mind. Knowing that fast-paced life is apt to cause anxiety, the
Group launched in 2014 a mental health consulting platform, the Towngas Smart Energy Mental Health
Hotline, to help employees lighten their mood, relieve their stress, and prevent and deal with various mental
health problems. Over the past eight years, the Hotline has walked through the COVID-19 epidemic and
home isolation together with the employees. According to statistics, employee concerns during the epidemic
mainly focused on self-growth and family relations, accounting for about 74% of the total cases. In order to
effectively handle their cases, we guide employees with patience over the Hotline to lighten their mood and
face the challenges at work and in life with an optimistic attitude. Furthermore, we share with employees
heart-warming tips from time to time, based on social topics of concern and our understanding of the
mental status of employees, to help safeguard their mental health well-being.

Health Checks for Employees

Taking care of our body starts
with a health checkup. To call
on employees to strengthen
health management on their own
initiative, the Group arranges
annual health checks for employees
for preventing diseases in a
scientific way. Employees can make
appointments for health checks at
e any of the 159 chain health checks
centres and public hospitals in 23
cities across the Country through
our partner, the 160 Health Checks service platform. During the year, we upgraded the health checks
package for employees aged over 40, and raised the fee allowance accordingly. At the same time, more
attention was paid to the health management of senior management, for whom a variety of choices for
physical check-ups were provided with a target of providing a more comprehensive health checks package.

The annual health checks for employees in 2022 ran from June to November. The participation rate of
employees reached 90% in five months.
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Towngas Smart Energy’s vision is to be a leading clean and smart energy supplier, with
a view to creating a sustainable world driven by green energy. We are committed
to generating robust operating results in return for the trust of investors. Through
strengthening our communication and cooperation with suppliers, customers, business
partners and other stakeholders in our daily operation, and leveraging the technologies and
resources of our business segments, we strive to constantly improve the quality of products
and services as well as customer experience.

@t 10.1 Supply Chain Management

Towngas Smart Energy regulates its own conduct and operation by following relevant laws and regulations
such as the Bidding Law of the People’s Republic of China, and formulates and strictly implements systems
such as the Manual on Procurement Management. Corresponding standards and management methods
are in place to strengthen the compliance management of suppliers and procurement processes. At the
same time, we have established and regularly reviewed our comprehensive management system covering
the whole process from supplier development, access and review. We required our suppliers to strictly
conform to the Basic Requirements for Towngas Group Suppliers, and developed anti-corruption and
monitoring mechanisms to jointly build a transparent supply chain. In addition, the Group values training
for and communication with suppliers, which can help suppliers better understand the needs of the Group
and boost the sustainable development of the supply chain. As at 31 December 2022, we had 121 major
suppliers, of which 117 were from the Chinese mainland and 4 from overseas.

10.1.1 Supplier Management

Suppliers are required to comply with Towngas Smart Energy’s unified standards as well as the requirements
on quality, environment, health and safety while abiding by business ethics and undertaking social
responsibility. For approval and acceptance of new suppliers, we have strict management requirements
and will conduct evaluation on quality, corporate social responsibility, 6S, management system certification
and other aspects. To manage qualified suppliers, we conduct on-site inspections, quality control, random
product checking and performance review. Suppliers are also required to carry out online self-assessment
every year, based on which results they will formulate an improvement plan. The Group will evaluate the
effectiveness of the improvement measures. For those who are assessed as unqualified, their qualification
as our supplier will be suspended. For major non-conformities identified in the inspections, measures will be
taken to control quality-related risks, such as suspending goods delivery and orders acceptance, and freezing
enterprises’ inventory.

Percentage of new suppliers Percentage of new suppliers

Total number of that were screened that were screened using
new suppliers using social criteria (%) environmental criteria (%)

23 100 82.61
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10.1.2 Supplier Training and Communication

The Group attaches importance to the coordination and communication with suppliers and strives to
establish and maintain good partnership with suppliers and peers to achieve mutual growth. In 2022,
we held a number of online and offline meetings with partners and suppliers to promote exchanges and
learning between the two sides. We also invited all of the Group’s suppliers to receive online training courses
on corporate social responsibility and provided relevant examinations.

10.1.3 Integrity of Suppliers

In 2022, major suppliers of the Group had established anti-corruption systems and monitoring mechanisms.
We also signed integrity handbooks with suppliers and included anti-corruption into our online training for
suppliers, in a bid to achieve transparent procurement, and eliminate any chance of corruption. During the
year, the coverage of anti-corruption training provided by the Group for suppliers was 73%. For corruption
cases spotted, we share with HKCG, our parent company, the channel of reporting corruption cases to
bolster the Group's integrity management. During the year, no reports of corruption or fraud along the
supply chain were discovered or confirmed by the procurement and logistics department of the Group.

10.1.4 Green Procurement

The Group adopts the strategy of green procurement and formulates environmentally friendly procurement
policies. By purchasing eco-friendly products and services, we aim at conserving resources, reducing pollution
and promoting resource recycling. We will also ensure that resource consumption and waste are minimised
throughout the procurement process. We advocate that all project companies choose green, energy-efficient
products and adopt environmentally friendly materials and services so as to ensure that products can be
properly disposed of after use. In 2022, the Group's green procurement requirements were incorporated into
the Manual on Procurement Management and the Blue Book: Procurement Manual for Group Affiliates. The
Group also promoted the concept of green procurement to suppliers, and encouraged them to put it into
practice. By this way, efforts are pooled to achieve the goal of carbon neutrality through multiple channels.

10.2 Customer Service Management

Quality service is the core competitiveness for our development. Adhering to customer- and people-oriented
service principles, the Group constantly enhances its processes and improves its quality of work and services
to provide an enhanced customer experience with Towngas Smart Energy’s characteristics.

10.2.1 Supplier Training and Communication

The Group provides customer services in strict compliance with the Law of the People’s Republic of China
on the Protection of the Rights and Interests of Consumers and other relevant laws and regulations. We
collect customer opinions and suggestions through multiple channels and perspectives, and take targeted
actions to improve quality of work and services. In 2022, the Group urged all regional companies to carry
out in-depth analysis on the results of the Mystery Shopper Assessment and Customer Satisfaction Survey
conducted by third-party companies in 2021, and carried out enhancement activities including service system
strengthening, special training, and competitions of service standards and skills with a view to continuously
improving service awareness and work performance.

91



92

Towngas Smart Energy Company Limited
Environmental, Social and Governance Report 2022

o

To improve the service experience of gas customers, the Group teamed up with more than 20 representative
enterprises in various regions to conduct in-depth research on all aspects of our services. Customers’ overall
impression and expectation on our services were gauged through surveys and in-depth interviews etc. Based
on the analysis of public opinions and complaints, and taking into account the experience of and feedback
obtained from front-line customer service personnel, the team gained a better understanding of the current
situation, prepared analysis reports and customer improvement research reports, and then came up with
reasonable suggestions and proposals to promote our service to a new height.

@

In 2022, bauhinia launched through local joint ventures a customer satisfaction survey on after-sales services
including the timeliness of delivery and installation, dress code, service attitude, maintenance skills and
quality of related personnel. The overall customer satisfaction was over 98%, exceeding the goal of 95%. By
virtue of its quality services and well-established after-sales service system, Bauhinia won two awards at the
end of 2021, namely the Top 10 Chinese After-sales Service Provider and Five-star Chinese After-sales Service
Provider by National Standards presented by China General Chamber of Commerce and National Commodity
After-service Conformity Certification Evaluation Committee.

To regulate and unify service standards, the Group provides front-line staff with guidance through the Smile
Service Manual. On top of that, we conduct analysis and monitoring to identify problems and issues. Plans are
formulated to improve services and quality of work, and provide training to front-line staff to enable effective
implementation into the daily work. As a result, issues and problems are resolved efficiently and properly.

In terms of customer complaints, the Group continues to improve its system. By monitoring public opinions
and call-in complaints, we sum them up and conduct analysis, and feedback the analysis results to each
region. For key customer complaints, the Group urges and monitors that rectification and improvement be
made by relevant enterprises to ensure customer satisfaction.

10.2.2 Customer Privacy Protection

The Group strictly abides by laws and regulations to protect customer privacy, and safeguarding their
interests. During the development of its mobile applications, Bauhinia only obtains the minimum
customer information as necessary and takes safety and protective measures. After the promulgation and
implementation of the Data Security Law of the People’s Republic of China and the Law of the People’s
Republic of China on the Protection of Personal Information in 2022, we enhanced our mobile applications
by adding pop-up windows to communicate our privacy policy and related menu in a timely manner,
therefore facilitating users in understanding the information. During the year, there was no infringement of
customer privacy or loss of information in the group.
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10.2.3 Responsible Marketing

In the process of product, service and brand marketing, the Group strictly obeys the laws of places where
we operate, including but not limited to the Advertising Law of the People’s Republic of China, and the
Law of the People’s Republic of China on the Protection of Personal Information. We endeavour to deliver
responsible marketing contents to consumers. Exaggeration, deception and false information in publicity are
strictly prohibited. We have formulated unified rules and established a unified sharing platform for brand
publicity. Via the platform, we are able to update product publicity materials, advertising rules and other
information in a timely manner, thereby avoiding violations in the process of promotion. We also require
suppliers for branding publicity stick to the requirements of laws and regulations. Advertising and branding
publicity involving as portrait rights, font copyright and intellectual property rights must secure and come
with legal approval documents to avoid any legal disputes. During the year, there were no complaints or
legal proceedings about misleading or deceiving information of products and services. Neither was there any
violation in marketing.

@

In 2022, Bauhinia arranged more than 10 marketing
training sessions for the Bauhinia teams of joint
ventures via the online platform Ding Talk and
offline seminars. The sessions covered a number
of areas including product introduction, sales
skills, installation and after-sales services, as well
as marketing and promotion compliance, etc.
The training was also provided to all employees of the Company, aiming at ensuring an accurate and
consistent understanding of product functions, service consultation and product-related standards, to avoid
misinformation or exaggerations.

10.3 Product Quality Management

Good and quality product is the cornerstone of Towngas Smart Energy. On this basis, we keep enhancing
product design and quality inspection processes.

In 2022, Bauhinia continued to innovate its product design and diversify its smart appliances. By replacing tin
water tanks with oxygen-free copper water tanks and cast-iron burner heads with die-cast aluminium burner
heads, the service life of water heaters and gas appliances were effectively extended. During the year, a new
burner with air intake from the surface was launched, effectively solving the problem of accidental flameout.
In terms of quality control, the entire line of Bauhinia products has received dual checks by the national
quality supervision and inspection authorities and qualified units with approved qualifications. A total of 67
random batch inspections were conducted in 2022. Among them, 47 batches underwent comprehensive
random checks and 20 batches underwent key parts random checks. The total number of samples checked
is 176 pieces/sets, with checked samples covering all products and production plants.
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10.3.1 Quality Control System

It is a responsibility and basic requirement for the Group to ensure its quality of products, services and
operation. In strict compliance with quality-related laws and regulations, Bauhinia has established a
comprehensive management system covering OEM product management, feedback on quality issues,
random checking of products, product recalls and monitoring of the assurance system for supplier quality.

OEM
product

management Newly developed products of Bauhinia must fully meet national standards with control imposed from

the very beginning of production. Durability test is added to the production process, and only products
passing the test can be put into the market.

Feedback
on quality

issues After its products are sold, Bauhinia would proactively communicate with the manufacturers about

quality issues highlighted by the regular feedback from customers so as to refine the products and
enhance the product quality in the laboratory to enable the best user experience.

checking

important components and parts with significant quality issues to determine if they meet the relevant
requirements.

Product

recalls
Any products that threaten customers’ health and safety will be immediately recalled.

Product
random Regular random checks will be conducted on products included in the random check list, as well as on

Monitoring of ~
the assurance

system f°"_ On-site quality monitoring is reqularly carried out, and raw materials, parts and components purchased
supplier quality from outsourcing, production processes of assembly lines, and finished products before delivery are
all put under inspection and supervision. During the visits, implementation and effectiveness of the
measures proposed in the suppliers’ rectification reports of the previous year would be verified. Quality
of products and processes with received complaints on defects would also be checked to ensure
improvement.
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10.3.2 Products Recall

Through collecting and conducting analysis on the information gathered from market feedback, random
product checking and external supervision and inspection, the Group closely monitors if there is bulk
products with quality issue in a serious nature. If the issue is not an isolated incident, project companies
would be instructed to recall products in bulk, solve the concerned quality issue to avoid reoccurrence. On
the other hand, Bauhinia manages products by a bar code system, making it possible to track defective
products by batch, thus enhancing the control over production quality. In 2022, among the products sold by
Bauhinia, there were no cases of product return due to quality reasons.

10.3.3 Quality Certification

In compliance with the Product Quality Law of the People’s Republic of China and other relevant laws and
regulations, Bauhinia promotes to the public the concepts of safe use of gas, safe cooking appliances,
professional installation and professional service while ensuring that its products fully meet all safety
standards. Bauhinia products have obtained the compulsory compliance qualifications required for dedicated
products, relevant energy efficiency records, and hygiene and safety approvals for products that involve
water. The certificates are subject to strict annual reviews, change and other management requirements.

0
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11 Undertaking Corporate Responsibility and Manifesting Love and Care

Upholding the ethos of benefitting society and contributing to the community, Towngas
Smart Energy actively undertakes corporate social responsibility and contributes to the
society by holding year-round charity activities of educational support and community care,
enhancing public awareness of charity.

E2 11.1 Educational Support

In response to the government initiative of poverty alleviation through education, Towngas Smart Energy
leverages the Group’s nationwide industrial and resource advantages to create a better teaching and learning
environment for teachers and students in poverty-stricken areas. Since its launch in 2013, our Gentle Breeze
Movement charity brand has been contributing to rural school construction and student development by
organising donations and supporting activities on a regular basis with dedicated fundings. The Group also
integrates the charity resources of its project companies across the Country to vigorously support national
education development.

W#Z Gentle Breeze Movement Set Foot in Pingnan County, Guangxi Zhuang Autonomous
Region
In May 2022, our Gentle Breeze Movement extended its presence to Shuangzhai Primary School in Pingnan
County, Guangxi Zhuang Autonomous Region, by donating two sets of multi-functional teaching facilities
and building up a Towngas Charity Library. The Group also funded the renovation of basketball courts,
badminton courts and table tennis courts, enabling children to grow stronger through exercise while
promoting their all-round development. This educational support activity amounted to approximately
RMB180,000.

During the activity, our staff members delivered a fascinating science lecture to the school children by
showing an animation on gas safety and sharing tips on the safe use of gas, raising children’s awareness of
gas safety.
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W/Z Gentle Breeze Movement Set Foot in Pengxi County, Sichuan Province

In December 2022, our Gentle Breeze Movement reached successively Pengxi Special Education School and
Pengxi Chengnan School in Pengxi County, Sichuan Province, donating school uniforms, school bags, books
and daily necessities with a total value of about RMB180,000.

Pengxi Chengnan School has admitted a large number of local children to meet their needs for quality
education arising from urban development while Pengxi Special Education School provides full-time boarding
education to children with special educational needs. As the two schools are not equipped with water filter
systems and lack of stable supply of hot water in their simple bathrooms, Towngas Smart Energy remodelled
the bathrooms in the two schools, and installed brand new water heaters, washing machines, dryers, water
purification systems and disinfection cabinets in the school canteens, facilitating a healthy diet and good
living environment for the school children.

Since the establishment of the Gentle Breeze Movement, the Group has donated more than RMB3.5
million, benefiting more than 7,000 students from over 30 schools in 12 provinces, autonomous regions
and municipalities across the Country. In the future, the Group will continue to shoulder its corporate social
responsibility and reach out to more places in need by means of our Gentle Breeze Movement while drawing
public attention to rural education.
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11 Undertaking Corporate Responsibility and Manifesting Love and Care

$v2 11.2 Community Care

Towngas Smart Energy has always been committed to improving people’s livelihood, helping those in need,
contributing to society, showing care and support, and promoting the harmonious and healthy development
of the community.

W% Rice Dumplings for the Community

Towngas Smart Energy organised the Rice Dumplings for the Community activity before the Dragon Boat
Festival, calling for the participation of project companies to show their care by sending their holiday
greetings to people in need. That received an overwhelming response from project companies. Staff
members volunteered to visit the communities, fire stations, social welfare institutions and special education
schools to send handmade rice dumplings and festive gifts to disadvantaged families, firefighters, the
elderlies living alone and children with special needs. More than 32,000 rice dumplings and daily necessities
of over RMB170,000 were shared, benefiting over 7,000 people.

W% Love and Care for Military Retirees

In September 2022, volunteers from Towngas Smart Energy joined hands with the community of Sungang
Street in Luohu District, Shenzhen City, Guangdong Province, to show their care for military retirees as
a National Day activity. Premium rice, cooking oil and other gifts were presented to 75 individuals in the
district, including those enjoying preferential relief and military retirees in need or with serious illnesses,
sharing festive blessings with them in advance.



Towngas Smart Energy Company Limited
Environmental, Social and Governance Report 2022

11.3 Other Charity and Philanthropic Activities

As a caring and socially responsible enterprise, Towngas Smart Energy not only carries out charity activities
such as educational support and community care, but also actively calls for its employees to take part in
charities and philanthropies. During the year, the volunteer team of Towngas Smart Energy officially joined
Shenzhen Volunteer Association and continued to contribute to volunteer services in Shenzhen by actively
participating in volunteer activities with a commitment to the spirit of participation, mutual assistance,
dedication and progress.

W/ Tree Planting Activity in Mangrove Wetlands

In October 2022, the volunteer team of Towngas Smart Energy jointly carried out mangrove planting with
Shenzhen Spring Environmental Protection Volunteer Association in Baguang Tulip Mangrove Wetland Park
in Dapeng New District, Shenzhen. The volunteers worked hard for more than two hours and planted 26
coastal heritiera seedlings in the park, facilitating the growth of mangrove and biodiversity in the wetlands
while raising awareness of environmental protection and encouraging more people to join in charity and
environmental protection activities.

W/#Z Construction of Gas Project for the Emergency Hospital in Lok Ma Chau Loop

At the height of the COVID-19 epidemic
in February 2022, the Central Government
approved the urgent construction of
community isolation facilities (mobile cabin
facilities) in Hong Kong, aiming at protecting
the health and safety of Hong Kong people.
One of the largest of these facilities was
located in Lok Ma Chau Loop. To ensure a
stable and safe supply of gas to patients,
quarantined people and staff, the Group took
active response to undertake the gas project for
the mobile cabin facilities in Lok Ma Chau Loop
through a fast and efficient planning and arrangement. An engineering team was formed to provide full
support to the project. Despite the COVID-19 epidemic, continuous wet weather and complex construction
situations, safe construction and quality of the project were not compromised. Eventually, the Group
completed the project with quality and kicked start a safe gas supply on 3 April, four days earlier than the
scheduled delivery date, rendering strong support to Hong Kong’s anti-epidemic efforts.

Towngas Smart Energy incessantly undertakes its corporate social responsibility through charity projects
such as Gentle Breeze Movement and Rice Dumplings for the Community. During the year, our over 8,000
volunteers provided social services of more than 410,000 hours and about RMB6.18 million were allocated
in charity, with over 170,000 beneficiaries. In the future, we will continue to expand our coverage in charity
by dedicating resources to help people in need and showing our love and care to the regions in need, with a
view to setting an example for creating a harmonious and inclusive society.
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Operating Performance

Economic Data

Revenue HK$' million 20,073 17,125 12,826
Profit for the year attributable to HK$" million 965 1,253 1,447
shareholders

Earnings per share HK cents 30.17 4153 49.56
Gas sales volume Million cubic meters 15,246 14,579 12,003
(excluding Shanghai Gas)

Length of pipeline network Kilometers 70,935 63,727 58,081

Environmental Performance

Emissions

Nitrogen oxide (NOx) Kilograms 50,621.2 38,946.0 18,973.3
Sulphur dioxide (SO2) Kilograms 854.8 574.1 145.4
Respirable suspended particulates (PM10) Kilograms 1,227.6 1,380.7 1,344.9
Total volume of hazardous waste

Total volume of hazardous waste (solid) Tonnes 17.7 16.2 15.3
Intensity of hazardous waste (solid) Tonnes/company 0.20 0.20 0.19
Total volume of hazardous waste (liquid) Litres 7,510.0 8,298.0 8,274.9
Intensity of hazardous waste (liquid) Litres/company 84.4 100.0 104.7

Total volume of non-hazardous waste

Total volume of non-hazardous waste

(solid) Tonnes 80,400.9 85,628.1 58,787.2
Intensity of non-hazardous waste (solid) Tonnes/company 903.4 1,031.7 7441
Total volume of non-hazardous waste

(liquid) Litres 477.6 4985 6144
Intensity of non-hazardous waste (liquid) Litres/company 54 6.0 7.8
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Use of Resources Unit 2022 2021 2020
Diesel MWh 2,476.7 2,461.6 2,340.5
Natural gas MWh 226,213.9 147,372.7 30,158.7
LPG MWh 11.8 10.1 11.3
Coal MWh 0 0 0
Others MWh 17,029.9 16,437.6 14,805.2
Consumption of non-renewable resources

(from fuel combustion) MWh 2457323 166,282.0 47,315.7
Electricity purchased MWh 44,213.6 41,692.9 38,644.1
Total energy consumption MWh 289,945.9 207,974.8 85,959.9
Energy consumption intensity MWh/company 3,257.8 2,505.7 1,074.5
Total water consumption Cubic meters 495,797.7 326,333.3 271,329.3
Water consumption intensity Cubic meters/company 5570.8 3,931.7 3,434.5
Total weight of product packaging

materials Tonnes 660.6 753.3 660.3
Average weight of product packaging

materials per piece Tonnes 0.002 0.002 0.002

Environmental Performance’

Emissions

Greenhouse gas emissions

Gas business Tonnes COe 43,435.3 41,823.8
Distributed energy projects Tonnes COse 39,820.8 24,103.2
Total greenhouse gas emissions Tonnes COze 83,256.1 65,927.0
Greenhouse gas emissions intensity Tonnes COze/

HK$100 million 4148 385.0

! During the year, we used the control approach to determine our institutional scope for calculating emissions. Specifically, we
incorporated 100% of the emissions of project companies owned 50% or more by us while those of project companies owned
less than 50% by us were not included.
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Social Performance

Staff
Total headcount Persons 23,663 23,287 22,506
Type of employment
Full-time % 100 99.9 100
Part-time % 0 0.1 0
By gender
Male % 68 68 67
Female % 32 32 33
By age group
<25 % 6 6 7
26-35 % 35 36 35
36-45 % 30 29 30
46-55 % 24 24 23
>56 % 5 5 5
By region?
Group Head Office % 1 2 2
Northeast China % 27 33 34
North China % 16 19 19
Central China % 7 8 8
East China % 20 5 4
West China % 16 19 20
South China % 13 14 13
By employee category
Senior Management % 3 3 3
Middle Management % 12 12 11
Junior Staff % 85 85 86
2 Since 1 February 2023, the Group has adjusted the regional division of its utility business segment on the Chinese mainland. The

new regions are: East China, West China, Central China, North China, Northeast China and South China.
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Total number of new employees

Staff ratio of new employees by gender
Male

Female

Staff ratio of new employees by age group
<25

26-35

36-45

46-55

>56

Staff ratio of new employees by region?
Group Head Office

Northeast China

North China

Central China

East China

West China

South China

Employee turnover

Employee turnover ratio by gender
Male

Female

Employee turnover ratio by age group
<25

26-35

36-45

46-55

>56

Persons

%
%

%
%
%
%
%

%
%
%
%
%
%
%
%

%
%

%
%
%
%
%

1,457

69
31

28
50
16

13
11
19
19
15
10
13
2.76

70
30

17
57
18
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768

69
31

22
56
20

18
16
21
10
12
10
13
3.05

69
31

12
65
17

69
31

28
54
14

19
27
13
13
10
16
2.22

73
27

23
57
14
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Employee turnover ratio by region?

Group Head Office % 10 11 2
Northeast China % 11 18 16
North China % 13 8 9
Central China % 14 13 18
East China % 11 13 17
West China % 18 17 16
South China % 23 20 22
Coverage of labour contract % 100 100 100
Coverage of social insurance % 100 100 100
Ratio of female management? % 28.76 2414 /

Proportion of employees receiving
regular performance appraisal and

career development review % 100 100 100
Staff
Number of recordable work-related injuries Persons 3 4 13
Rate of recordable work-related injuries 1,000 0.28 0.17 0.60
employees
Rate of recordable work-related injuries 1,000,000 0.11 / /
hours
worked
Number of work-related fatalities Persons 0 0 0
Ratio of work-related fatalities % 0 0 0
Work days lost due to work-related injuries Days 147 115 232
Number of employees with occupational Persons 0 / /
diseases
3 During the year, a revision was made to the calculation method of the ratio of female management. We calculated the number

of female management as a percentage of the total number of management (middle and senior management staff), and
retroactively adjusted the data of 2021.
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Training ratio by staff gender

Male

Female

Training ratio by employee category
Senior Management

Middle Management

Junior Staff

Per capita training hours by staff gender
Male

Female

Per capita training hours by employee
category

Senior Management
Middle Management
Junior Staff

Number of major suppliers

Proportion of spending on local
suppliers

Number of major suppliers by
geographical region
Chinese mainland

Overseas countries and regions

%
%

%
%
%

Hours

Hours

Hours
Hours
Hours

Number

%

Number

Number

92.81
90.60

93.89
94.80
91.66

59.19
59.59

45.15
58.03
60.04

121

98.11

117
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96.84
96.83

94.87

95.11

97.14

52.27
54.21

4419
52.51
53.23

131

125

91.05
89.64

90.41

98.20

97.63

58.81
56.69

50.50
65.61
57.29

129

124
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Product Responsibility

Percentage of products subject to recalls

over safety and health concerns % 0 0 0
Number of product- and service-related

complaints received Cases 50 66 42
Anti-corruption Unit 2022 2021 2020
Number of concluded legal cases

regarding corrupt practices Cases 0 0 0
Coverage of people receiving

anti-corruption training % 100 / /
Anti-corruption training Hours 11,526 523 /
Community Investment Unit 2022 2021 2020
Number of volunteers People 8,038 6,900 6,700
Number of beneficiaries People 178,535 170,000 80,000
Hours of social services Hours 415,441 300,000 570,000
Charity investment by the Group RMB’'000 6,178 7,410 5,700

SASB: Gas Utilities and Distributors

Issue Index No. Accounting Indicator

Integrity of gas IF-GU-540a.3 Percentage of gas % 100
transmission facilities transmission and

distribution pipelines

inspected

Index No. Indicator Unit 2022
IF-GU-000.C Length of high-pressure Kilometers 5,471
gas pipelines
Length of medium- 29,542
pressure gas pipelines

Length of low-pressure 35,922
gas pipelines
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Statement
of use

to the GRI Standards.
GRI 1 used  GRI 1: Foundation 2021

GRI Standards

General Disclosures

GRI 2: 2-1 Organisational details
General 2-2 Entities included in the
5(')52C|1°5Ufes organisation’s sustainability

reporting

2-3 Reporting period,
frequency and contact
point

2-4 Restatements of
information

2-5 External assurance

2-6 Activities, value
chain and other business
relationships

2-7 Employees

2-8 Workers who are not
employees

2-9 Governance structure
and composition

2-10 Nomination and
selection of the highest
governance body

2-11 Chair of the highest
governance body

2-12 Role of the
highest governance
body in overseeing the
management of impacts

2-13 Delegation of
responsibility for managing
impacts

GRI 11: Oil and
Gas Sector 2021
Sector Standard
Ref. No.

Towngas Smart Energy Company Limited has reported the information cited in this GRI
content index for the period January 1, 2022 through December 31, 2022 with reference

ESG Reporting
Guide by The
Stock Exchange
of Hong Kong

Limited Section

1.1 Important Notes
1.1 Important Notes

Reporting Scope

1.1 Important Notes

Reporting
Principles

1.1 Important Notes

Verification Statement

KPI B5.1 4.1.2 Business
Overview
10.1.1 Supplier
Management
Appendix I: Key

Statistics

Appendix I: Key
Statistics

10.1 Supply Chain
Management

See the annual report
for details

See the annual report
for details

KPI'B1.1

KPI B5.1

See the annual report
for details

See the annual report
for details

Governance
Structure

See the annual report
for details
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GRI Standards

2-14 Role of the highest
governance body in
sustainability reporting

2-15 Conflicts of interest

2-16 Communication of
critical concerns

2-17 Collective knowledge
of the highest governance
body

2-18 Evaluation of the
performance of the
highest governance body
2-19 Remuneration
policies

2-20 Process to determine
remuneration

2-22 Statement on
sustainable development
strategy

2-23 Policy commitments

2-24 Embedding policy
commitments

2-26 Mechanisms for
seeking advice and raising
concerns

2-27 Compliance with
laws and regulations

2-28 Membership
associations

2-29 Approach to
stakeholder engagement

GRI 11: Oil and
Gas Sector 2021
Sector Standard
Ref. No.

ESG Reporting
Guide by The

Stock Exchange
of Hong Kong
Limited
Governance
Structure

Governance
Structure

Reporting
Principles

Section

5.1 Statement of the
Board

See the annual report
for details

5.3.1 Communication
Channels and
Demands

5.1 Statement of the
Board

See the annual report
for details

9.2.1 Employee
Performance and
Salary Management
9.2.1 Employee
Performance and
Salary Management
5.1 Statement of the
Board

5.4.2 Business Ethics

Appendix IlI: List of
Policies

5.4.2 Business Ethics

Appendix IlI: List of
Policies

7.4.3 List of External
Industry Associations
or Initiatives in which
the Group Participates
5.3 Stakeholder
Communication

and Materiality
Assessment



GRI 11: Oil and
Gas Sector 2021
Sector Standard

GRI Standards Ref. No.

Material Topics

GRI 3: 3-1 Process to determine
Material material topics
Topics 2021

3-2 List of material topics

Towngas Smart Energy Company Limited
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ESG Reporting
Guide by The
Stock Exchange
of Hong Kong

Limited Section

5.3.2 Double
Materiality Approach

5.3.2 Double
Materiality Approach

Economic Performance

GRI 201: 201-2 Financial
Economic implications and other
Performance risks and opportunities due

11.2.2

General 7.3.1 Addressing
Disclosure A4 Transition Risks and
KPI A4.1 Opportunities

2016 to climate change

Indirect Economic Impacts

GRI 203: 203-1 Infrastructure 11.14.4
Indirect investments and services

Economic provided

Impacts

2016

Feature: Exploring
New ESG Frontiers
with Decisive Actions
7.4.2 Greenhouse Gas
Emission Reduction
Practices

Procurement Practices

GRI 3: 3-3 Management of 11.14.1
Material material topics

Topics 2021

GRI 204: 204-1 Proportion of 11.14.6
Procurement spending on local suppliers

Practices

2016

Anti-corruption

KPI B5.2 10.1.1 Supplier

Management

Appendix I: Key
Statistics

GRI 3: 3-3 Management of 11.20.1
Material material topics
Topics 2021
GRI 205: 205-2 Communication 11.20.3
Anti- and training about anti-
corruption  corruption policies and
2016 procedures
205-3 Confirmed incidents 11.20.4

of corruption and actions
taken

General 5.4.2 Business Ethics
Disclosure B7

KPI'B7.2

KPI B7.3 5.4.2 Business Ethics

General 5.4.2 Business Ethics
Disclosure B7

KPI'B7.1

1M1
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ESG Reporting
GRI 11: Oil and  Guide by The
Gas Sector 2021 Stock Exchange

Sector Standard of Hong Kong

GRI Standards Ref. No. Limited Section
Anti-competitive Behaviour

GRI 3: 3-3 Management of 11.19.1 5.4.2 Business Ethics
Material material topics

Topics 2021

GRI 206: 206-1 Legal actions for 11.19.2 5.4.2 Business Ethics
Anti- anti-competitive behaviour,

competitive  anti-trust, and monopoly
Behaviour practices

2016
Tax
GRI 3: 3-3 Management of 11.21.1 See the annual report
Material material topics for details
Topics 2021
GRI 7: 207-1 Approach to tax 11.21.4 See the annual report
Tax 2019 207-2 Tax governance, 11.21.5 for details
control, and risk See the annual report
management for details
GRI 3: 3-3 Management of General 10.1.4 Green
Material material topics Disclosure A2 Procurement
Topics 2021 General
Disclosure A3
KPI A3.1
GRI 301: 301-1 Materials used by KPI A2.5 Appendix |: Key
Materials weight or volume Statistics
2016
GRI 3: 3-3 Management of 11.1.1 General 8.1.1 Environmental
Material material topics Disclosure A2 Management Policies
Topics 2021 KPI A2.3 and Goals
General
Disclosure A3
KPI A3.1
GRI 302: 302-1 Energy consumption 11.1.2 KPI' A2.1 8.3.1 Use of
Energy 2016 within the organisation Resources
302-3 Energy intensity 11.1.4 KPI A2.1 8.3.1 Use of
Resources
302-4 Reduction of energy 8.3.2 Energy Use
consumption
302-5 Reductions in KPI A2.3 8.3.2 Energy Use

energy requirements of
products and services
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ESG Reporting
GRI 11: Oil and  Guide by The
Gas Sector 2021 Stock Exchange

Sector Standard of Hong Kong

GRI Standards Ref. No. Limited Section
Water and Effluents
GRI 3: 3-3 Management of 11.6.1 General 8.1.1 Environmental
Material material topics Disclosure A2 Management Policies
Topics 2021 General and Goals
Disclosure A3
KPI A3.1
GRI 303: 303-1 Interactions with 11.6.2 KPI A2.4 8.3.3 Water Resources
Water and  water as a shared resource KPI A3.1 Management
Effluents
2018
303-2 Management of 11.6.3 KPI A3.1 8.2.3 Wastewater
water discharge-related Management
impacts
303-3 Water withdrawal 11.6.4 8.3.3 Water Resources
Management
303-4 Water discharge 11.6.5 8.2.3 Wastewater
Management
303-5 Water consumption  11.6.6 KPI A2.2 8.3.3 Water Resources
Management
Biodiversity
GRI 3: 3-3 Management of 11.4.1 General Disclosure Feature: Exploring ESG
Material material topics A3 Frontiers with Decisive
Topics 2021 KPI A3.1 Actions
GRI 304: 304-1 Operational sites 11.4.2 See Climate-related
Biodiversity  owned, leased, managed and Nature-related
2016 in, or adjacent to, protected Directive Guide for
areas and areas of high details

biodiversity value outside
protected areas

304-2 Significant impacts ~ 11.4.3 See Climate-related

of activities, products and and Nature-related

services on biodiversity Directive Guide for
details
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ESG Reporting
GRI 11: Oil and  Guide by The
Gas Sector 2021 Stock Exchange
Sector Standard of Hong Kong
GRI Standards Ref. No. Limited Section

Addressing Climate Change

GRI 3: 3-3 Management of 11.2.1 General Disclosure 7.1 Climate Change
Material material topics 11.3.1 Al Governance
Topics 2021 KPI A1.5 8.1.1 Environmental
General Disclosure Management Policies
A3 and Goals
KPI A3.1
GRI 305: 305-1 Direct (Scope 1) GHG 11.1.5 KPI A1.2 7.4.1 Carbon Emission
Emissions emissions Reduction Targets and
2016 Actual Emissions
305-2 Energy indirect 11.1.6 KPI' A1.2 7.4.1 Carbon Emission
(Scope 2) GHG emissions Reduction Targets and
Actual Emissions
305-4 GHG emissions 11.1.8 KPI A1.2 7.4.1 Carbon Emission
intensity Reduction Targets and
Actual Emissions
305-5 Reduction of GHG 11.2.3 7.4.2 Greenhouse Gas
emissions Emission Reduction
Practices
305-7 Nitrogen oxides 11.3.2 KPI'A1.1 8.2.1 Exhaust
(NOx), sulphur oxides (SOx), Management
and other significant air
emissions
GRI 3: 3-3 Management of 11.5.1 General 8.1.1 Environmental
Material material topics Disclosure A1 Management Policies
Topics 2021 KPI A1.6 and Goals
GRI 306: 306-1 Waste generation 11.5.2 General 8.2.2 Waste
Waste 2020 and significant waste- Disclosure A3 Management
related impacts KPI A3.1
306-2 Management of 11.5.3 General 8.2.2 Waste
significant waste-related Disclosure A3 Management
impacts KPI' A3.1
306-3 Waste generated 11.5.4 KPI'A1.3 KPI 8.2.2 Waste
Al4 Management

114



124

Towngas Smart Energy Company Limited
Environmental, Social and Governance Report 2022

Verification Statement

Conclusion

Based on the verification results and in accordance with the verification procedures undertaken, HKQAA has
obtained a reasonable assurance and is in the opinion that:

the Report has complied with all mandatory disclosure requirements and “comply or explain” provisions
outlined in the ESG Reporting Guide;

e the Report has been prepared in accordance with CASS-CSR4.0, GRI Standards, GRI 11: Oil and Gas
Sector 2021, SASB Standards and I1SO 26000 for disclosure;

e  the Report illustrates the sustainability performance of Towngas Smart Energy, covering all material and
relevant aspects in a balanced, comparable, clear and timely manner; and

e the data and information disclosed in the Report are reliable and complete.

Signed on behalf of Hong Kong Quality Assurance Agency

Cow,

Connie Sham
Head of Audit
February 2023



