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MAIN OPERATIONAL STRUCTURE

THE MAIN OPERATIONAL STRUCTURE OF THE GROUP

AS AT 31 DECEMBER 2022 IS AS FOLLOWS:

OFFSHORE
&5

HONG KONG
i

PRC
hE

*  The unofficial English translation is for identification purpose only.

(SEHK:639)

EEXBRBUE

RZBZZHF+ZHA=+—H ' xEEz

Jade Green
Investments
Holding Ltd.

Thechoice
Finance Ltd.

Worldman
Industrial Ltd.

Gumpert
Industries Ltd.

Fushan Energy

Group Ltd.
BLERER
BRATF

Mount Gibson

Iron Ltd.
(ASX:MGX)

Benefit Rich Ltd.
BEARAF

J

N

100%

Thechoice
Finance (HK) Ltd.

FUE(FE)
BRAH

100%

Worldman

Industrial (HK) Ltd.

SR (FHE)
BRAHE

100%

Gumpert
Industries (HK) Ltd.
)

REEK (BB
BRAH

100% 100%

Shougang
Resources
(Hong Kong)

Fushan
Resources

Ltd.
HRER(ER)
BRAT

37.28%

16.51%

APAC
Resources Ltd.

TARBRERAT
(SEHK: 1104)

("Xingwu Coal Mine")
(Coking Coal Mine and
Coal Preparation Plant)
LI DR SRS A
BREELE

([ RESRE])
(RRRBHIRE)

Shanxi Liulin
Jinjiazhuang Coal

(Coking Coal Mine and
Coal Preparation Plant)

0., Ltd.
(*Jinjiazhuang Coal Mine”)

(“Zhaiyadi Coal Mine")
(Coking Coal Mine and
Coal Preparation Plant)

([REEN®])
(IR IR

67.17%

Jinshan Energy
Group Ltd.
(Coal Preparation Plant
and Trading of Coal Products)

100%

Shanxi Fushan
Resources Group
Company Ltd.*
(Safety Production Management)

WERLERER

Liulin Luenshan
Coking Co., Ltd.*

PSR LR
BRAF
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FINANCIAL HIGHLIGHTS

MBEHRE

For the year ended 31 December

BE+-A=+—HLFE

Percentage
(HK$'000) 2020 2021 2022 change
(F&T) 2T T —F ZB=Z Both#{t
Revenue W zs 3,996,951 7,075,818 8,214,719 +16%
Gross profit E7 1,869,207 4,394,574 5,289,594 +20%
Gross profit margin EVES 47% 62% 64% +3%
Profit for the year FEH A 1,187,283 3,060,831 3,308,155 +8%
Profit attributable to owners of EN/NCIE FSN(EZ 2= NID)
the Company (“Owners") FEAG & 1,080,041 2,538,495 2,715,374 +7%
EBITDA' EBITDA! 2,178,672 4,754,563 5,414,715 +14%
Basic earnings per Share BRA ARG EREF
(HK cents) (L) 20.62 50.25 53.75 +7%
Dividend per Share (HK cents) TR A R IR AR 2 GBAL) 16.5 40.0 43.0 +8%
= Interim (HK cents) — R ERCEAIL) 7.5 8.0 15.0 +88%
~ Final (Proposed) (HK cents) - RERGER) (B 9.0 32.0 28.0 -13%
The Group recorded historical high profit again for the year ended 31 AEEHZE - E-_—_F+_A=1+—HILFEH
December 2022. RERSEEL = AE o
As at 31 December
BR+=-—A=+—H
Percentage
(HK$'000) 2020 2021 2022 change
(F#&7T) —ECEE T —F  ZEBEZZF  BHHk®EME
Total assets BERE 21,433,646 24,779,977 23,463,484 -5%
of which: Hr
Cash and cash equivalents and RERBFLEEMR
time deposits with original JRTF R ER R B
maturity over three months =@AAZEHER 4,062,115 6,425,886 6,013,623 6%
Unpledged bills receivables AR IR 1,048,729 1,983,738 1,222,313 -38%
Total liabilities BfERE (4,142,576)  (5,631,759)  (4,786,265) -15%
of which: Hrp
Total borrowings BEERE - = - b
Total equity EmieE 17,291,070 19,148,218 18,677,219 2%
of which: Hrp
Equity attributable to Owners WA AR 15,837,166 17,300,083 16,768,677 3%
Equity per Share attributable to ??E"ﬁ/\lﬂ”’“ AR FE ML
Owners (HK$) #= (B7T) 3.13 3.42 3.32 3%
Current ratio (times)? ﬁ@]tt‘—?ﬁ ()2 2.77 2.69 3.23 +20%
Gearing ratio® BB ELL 3 - g - =

Notes:

1. EBITDA is defined as profit before income tax plus finance costs, share 1.

of loss of an associate, depreciation and amortisation.

2. Current ratio is computed from total current assets divided by total 2.

3. EAABBHERAMEERERERE

current liabilities.

3. Gearing ratio is computed from total borrowings divided by total equity.

Wit

H—FHEEREEE I
/ub@thT AR EN A E AR BN

EBITDAZ ERABRETAR ﬂ uﬁﬁkﬁﬁzﬁi Vi3

B -
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FINANCIAL HIGHLIGHTS

PROFIT & LOSS SUMMARY

MBEHRE

BERRE

Revenue Gross profit
I = EF
120%
HK$'QOO 1 16%

FET 8,214,719

HK$'000 5,289,594
FiBn

10,000,000 ‘* 6,000,000 _*
8,000,000 _‘ 5,000,000 ,*
-m 4,000,000
6,000,000
3,000,000
4,000,000
2,000,000
2,000,000 1,000,000
0 0
2020 2021 2022 2020 2021 2022
Profit for the year Profit attributable to Owners
FERT L A A 5 AF X
O/ WA
HK$'000 3,060,831 -m HK$'000
Fiax - ‘ T
3,500,000 ‘ 3,000,000 *
3,000,000 2,500,000
2,500,000
2,000,000 -W
2,000,000
1,500,000
1,500,000
1,000,000
1,000,000
500,000 500,000
0 0
2020 2021 2022 2020 2021 2022

HEALTHY FINANCIAL POSITION

BEM B R

Net assets Gearing ratio & current ratio
BHERE BFARLLERRELLEF
¥2% C i
19,148,218 urrent ratio
‘000 - 18,677,219 FEtb = %
et ‘ i
20,000,000 ‘* 3.0 ® -7 T 323 3
________ o
2.5
15,000,000 2.77 2.69
2.0 2
10,000,000 1.5
1.0 1
5,000,000 Gearing ratio
0.5 BEREELE
0.00% 0.00% 0.00%
0 0.0 0

2020 2021 2022

@ @ @
2020 2021 2022
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OPERATING MINES EED 7 EE

XINGWU COAL MINE B IR TR

e 6 km south of Liulin County and the mining right area extended o (IR PIMNZEUEEAE @ WEERE L L
over 11.6 sg. km and spans 4.5 km east to west and 4.5 km 11.6FF AR » REAEE45AE - EitiEE
north to south 4578

e Operation commenced in 1968 o R—ARNNFHREE

e Annual approved raw coking coal production capacity: 1.75 o (EFREEAEELES 17581
million tonnes

e Operate a coal preparation plant with annual designed input o £ —EF AKE A 120808 2 SR (K=
processing capacity of 1.2 million tonnes (put into operation in TE_F+ ARKRE)

October 2002)

e Mainly production of hard coking coal s FEAEFEHE
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OPERATING MINES (continued) gLt {6 )

JINJIAZHUANG COAL MINE TREHE

e 14 km south of Liulin County and the mining right area o ([IRUIMRZEUE 142 E - RERERIGHL
extended over 6.08 sg. km and spans 6.8 km east to west and 6.08F T RE - REMEEGSAE - mibigiE
3.4 km north to south 34RE

e Operation commenced in 1996 o R—ANRFRBEE

e Annual approved raw coking coal production capacity: 1.75 o (EFREEAEELES 17581
million tonnes

e Operate a coal preparation plant with annual designed input o &% —EF AKE A3008E M 2 SR (K=
processing capacity of 3.0 million tonnes (put into operation in SENFARAKRE)

June 2009)

e Mainly production of semi-hard coking coal o FEAEYEEE
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OPERATING MINES (continued) gLt {6 )

ZHAIYADI COAL MINE REEKE

e 16 km southwest of Liulin County and the mining right area o URAUIMGEATERE 162 E « IRIEERER G
extended over 13.9 sg. km and spans 5.5 km east to west and 13.9F AR » REAEESSAE - EitiEE
5.0 km north to south 5028

e Operation commenced in 1988 o R—ANNFRBEE

e Annual approved raw coking coal production capacity: 1.75 o (EFREEAEELES 17581
million tonnes

e Operate a coal preparation plant with annual designed input o  £&& —EF AKEH2108 M8 2 SEER (K=
processing capacity of 2.1 million tonnes (put into operation in E-ZEENMFERE)

the 4th quarter of 2010)

e Mainly production of semi-hard coking coal o FEAEYEEE
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OPERATING MINES (continued)

COAL CHARACTERISTICS

e  Located within the Lishi-Liulin mining area of Hedong coalfield,
one of China’s key reserve areas for high-quality hard coking

coal.

e Regarded as “panda coal” because of its scarcity and high

economic value.

e The Group’s coking coal is of particularly good quality due to
its high calorific value and caking index with low ash and sulfur
content characteristics that are highly desirable for coke and

steel making.

Major Clean Coking Coal Average

=LA X {C)

KR4S E

R RAEAZBENER - ZEATEEE
FERKzIEFEREZ — -

HREBBUEMNSEEEE  KERIREHE
B o
AEBzERERMESREEER  NLERX

0 K Mﬁﬂiﬁ E{Et FEZIBFEARR

Basic  Specification

Quality Characteristic TERBRETYEERH HE 28
Moisture (%) KD (%) Ad 0.3-0.4
Ash (%) W5 (%) D 8.8-9.5
Sulfur Total (%) EETE(%) D 0.52.0
Volatile Matter (%) 1BEYESE(%) Daf 18.5-21.0
Fixed Carbon (%) & 7% (%) Ad 65-72
Calorific Value (Kcal./kg) BEE(TR/T7R) Gr.v.d 7,430-7,480
Caking Index (G) iy it 24(C) 75-88

Source: Internal laboratory testing results.

BEHAR : NEFERERHER -
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OPERATING MINES (continued) B2 R E @
RESOURCES AND RESERVES ERENRRE
Operating Mines
EEDZEE
Xingwu Jinjiazhuang  Zhaiyadi Total
Resources and Reserves ERENHE
In-Place Resources as of HE-_TE+F+-_A=1+—H
31 December 2007 (Mt) ZFEMERE (AEME) 63.23 64.18 78.34 205.75
Recoverable Reserves as of HE-_ZZ+F+-_A=1+—H
31 December 2007 (Mt) ZAE#EE (B EN)
~ Proven reserves -BEHE 11.11 20.78 13.32 45.21
— Probable reserves - AR REE 35.23 23.02 38.89 97.14
Total proven and probable BHE_ZTTLFT_A=T—H
recoverable reserves as of ZRFEENBARGE(BEM)
31 December 2007 (Mt) 46.34 43.80 52.21 142.35
Less: Total raw coking coal output 3l : —EENFE-_T-—F
in 2008 to 2022 (Mt) RERBEE(FEMR) (25.82) (20.62) (31.79) (78.23)
In-Place Resources as of BE-_Z-_—_#+-H=+—H
31 December 2022 (Mt) (Note) ZE#ERE(EEM) (&) 37.41 43.56 46.55 127.52
Recoverable Reserves as of BE-_ZE-_—_f+-RB=+—H
31 December 2022 (Mt) (Note) ZAR#E(EEW) () 20.52 23.18 20.42 64.12
Note: Resources and reserves have taken into account the coal reserves 77 BREREEJIH—F B RERMEEEL

of the Operating Mines prepared by John T. Boyd Company, an
independent mining and geological consultant, as of 31 December
2007, in accordance with the JORC Code, after deduction of the total
raw coking coal output for the period from 1 January 2008 to 31

December 2022.

BTHERAIRBIORCRIZHERE

—ETEF

T A=+ —HLEEEFIZEBHOREERER
e EPIEE R e el T b e e H =
—AHENRERREEMHE -
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CHAIRMAN'S STATEMENT

Dear shareholders,

On behalf of the Board of Directors, | would like to present to the
shareholders of the Company (the “Shareholder”) the annual report
of the Group for the year ended 31 December 2022, and report to
the Shareholders on the performance and operation of the Group for
the year under review.

In 2022, the Chinese and even the global economy suffered a
blow due to unexpected factors such as the variants of COVID-19
with stronger transmission power. The triple pressures of shrinking
demand, disrupted supply and weakening expectations, coupled
with the turmoil in the external environment, have caused significant
negative impacts on the domestic economy. The cumulative real
estate investment has declined further, and new construction areas
fell by nearly 50%. On the other hand, the Chinese government
boosted investment in infrastructure construction, withstood the
pressure, co-ordinated pandemic prevention and control with
economic and social development, balanced development and
security, and achieved stable economic performance. To conclude,
the annual gross domestic product increased of 3.0% YoY in 2022
did not come easily.

Affected by the slowdown on the demand side, domestic coking
coal’s downstream industry, China’s steel sector faced a relatively
sluggish trend in 2022, resulting in a slight decline in output.
Crude steel output was approximately 1.01 billion tonnes in 2022,
a decrease of 2.1% YoY. Pig iron was approximately 0.86 billion
tonnes, a decrease of 0.8% YoY. In terms of coking coal supply,
efforts to domestic guarantee thermal coal supply in 2022 have
been strengthened, resulting in a 0.8% increase in overall domestic
supply of clean coking coal. In terms of the imports, China imported
nearly 64 million tonnes of coking coal, an increase of 16.7% YoY.
Mongolia and Russia became the leading importers, accounting for
more than 70% of the total import volume. The price of coking coal
showed a trend of “up first and down after” and fluctuated. Due to
the low base effect in the first half of 2021, the overall price of clean
coking coal in 2022 increased by more than 10% YoY.

TRBEE

EHHSAIRR

HERREFERNSURRREAEERE_Z
TCFFT A= HLEFEZFR YRR
BRERAEEERBEFENEERRMEEE
e

TR  BEEERNEERNTERSEES
BEAEREEE  PEDEEHREEESITE -
EoREE  HEFE  BHESR=KEN - N2
NSRRI BN - HBI A ER R T iR A8
BEFE FHEZFREE—PEER  WHT
MHETIEII50% « S—7 ™ + *F BIBUT IR ERE
BRIRE  TREESN - Sism BT Et e
BR - RERENTE  BRTEEYEET
ZECFrFERNEELEL EFIER3.0% ¢
KBTS o

SERHRESE  BANEEN T EERET
EE—T_FEZNAEER  EENEE—
HE TR —E - —FHREEN10.1E0
FILL TPE2.1% @ £EE=48.61E0E » L T &
08%° EEHE E  BERN-_Z-—FRHEHE
g - BEREREARESIER08% #EOH
M- PE2F RFTEOEREET6,40080E - Bt
BE16.7% SaMBEFKRAEDETSH 54
BEEOSLABATO%  EREERER AR ETE
B BEATT X - - —F FEFRAHY
f D R FRERAEERRL EH AN

o
e

i

o
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CHAIRMAN'S STATEMENT (continued)

Thanks to the efforts of all our employees in seizing every opportunity
in the market, we achieved record-breaking profit in 2022 once
again, bringing returns the unwavering support of the Shareholders
over the years. During the year under review, the Group produced
5.25 million tonnes of raw coking coal, a YoY increase of 2% and
reaching our annual approved production capacity. The sales volume
of clean coking coal reached 3.32 million tonnes, an increase of 1%
YoY, with self-produced clean coking coal sales volume increase of
approximately 4% YoY. The average selling price (inclusive of VAT)
of clean coking coal, the Group’s main product, reached RMB2,402/
tonne, representing an increase of 19% YoY. For the year ended 31
December 2022, the Group's sales revenue amounted to HK$8.2
billion, an increase of 16% YoY. The gross profit margin reached
64%, an increase of 2 percentage points compared to 2021. The
Group's net profit hit HK$3.3 billion, an increase of 8% YoY, with
the net profit attributable to Shareholders amounting to HK$2.7
billion, an increase of 7% YoY. These achievements have brought
considerable returns to our Shareholders. The Group is always in a
stable financial position with abundant funds, which provides a solid
foundation for the Group’s future development.

After China adjusted pandemic measures at the end of 2022,
the economy is expected to return to normal in 2023. The China
Securities Regulatory Commission has announced that real estate
companies are now able to refinance. The Central Bank and the
China Banking and Insurance Regulatory Commission jointly issued
16 financial measures to support steady and healthy development
of the real estate market. At the same time, we believe domestic
infrastructure will continue developing constantly. Although
the global pandemic has shown signs of easing and developing
economies have returned to a relatively stable situation, the world is
still changing, and global economic growth will further slowdown,
particularly in Europe and the United States where recession risks
are increasing. Affected by incidents such as Silicon Valley Bank and
Credit Suisse, the international economic situation has become more
complex and changing, and uncertainties have further increased.
Geopolitical conflicts will likely persist, leading a harm to the global
energy supply chain. The domestic economic recovery is still in the its
early stage. Since the willingness of consumers to purchase housing
and capital reinvestment remains sluggish, the policy stimulus aimed
at the real estate industry has not yet seen obvious achievements.
Indicators such as land purchase, new construction, and sales area
continue to remain low level and are still in a downward trend.

FEBREE @)

REFERES THEMSSENE —EE  —
T _FRAFMBEFREAELH S 0 NEERE
ZEPEMANTHE - OBEFERN AEEER
REKESS258M - FALIER2% @ EAEE
FROfEER  BEEHEEE3NEWN AR
1% HAEEREEHEELAN4% - AEEE
ZEMBEETIEE(GIEZER) EAR2,402
7T WE - Rt FF19% - BE-_Z-_—F+_A
S+ —ALTFE ASFEERBESKRAS2ES
U0 ALIER16% « 2FEFIEKEL% BT
Z—FEA2EE R c AEEFHEEIES
JCc R RS% R BREREFNBAE27E
B BTN EAT%  ARREEXRTLEEAND
o AEBBMBBMRREMEBRE  E27K A
EEE—TERETREEMR -

BEFEE_F__FERABHERAR  —FT—
“ERERRENITHE  THERERED
BREFE] - R1T  REESHAEMSEI6
R XBEHEM S FREFER - R -
BPEEEAERBRHER - 2IRRBERNYET
B BRRPEERITIRERY FRES - AW
HRERNERFE  2REBEERBE-TNK
& LERERERREZNEERRINK - X
o BEFRTEHFE  BEREEVZES
wHZE  THRERZE-FIER  WEBUAE
RINETE LB - HERARE BRI
E BAKEEHRDERKER  dXBmmBERE
EMEABRAZHAFAREN BHETE
BERRIB AR RABA - THBEE - HFHET
HEMBFHRERABRREEKE - PRV T
BHIED -
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CHAIRMAN'S STATEMENT (continued)

In 2023, China’s economy will adhere to the general tone of
prioritising stability while pursuing progress and solidly promoting
Chinese-style modernisation. The recovery of market demand is
expected to be relatively strong. However, due to the “Dual Carbon”
goal, the steel output is still expected to have room for a slight
decline in 2023. On the coking coal supply side, domestic coal mines
are expected to increase their output slightly, driven by the high-
profit margins and strict environmental protection and safety policies.
For imports, Mongolian and Russian coal will remain the dominant
forces in the import market and are expected to continue growing.
However, the import of Australian coal may be a critical uncertain
factor. Therefore, due to the unclear demand trend and the general
increase in coking coal supply, the price of coking coal is likely to
fluctuate significantly depending on changes in the balance of supply
and demand.

In 2023, the Group’s Xingwu Coal Mine is going to undergo a
transition of upper and lower coal seams. With the safe production
as the prerequisite, we will work to facilitate a smooth production
transition, and further improve quality and efficiency. We will adjust
production and operation in a timely and effective manner according
to market development.

I would like to extend my heartfelt appreciation to the management
team and all employees for their dedication to the Group. | would
also like to express my gratitude to the Shareholders for their
consideration and support to the Group. The Board of Directors
recommends a 2022 final dividend of 28 Hong Kong cents per
ordinary share to share the Group’s remarkable operating results
in 2022 with our Shareholders. We will persistently strive to create
long-term and stable returns for our Shareholders, society, and all
employees.

FEHREE @)

“Eo_FTEEERSRPICEAER LB
HEFBEABRLE  THEFRKEREHRR SR
o BEIEHRIBB/AERT Bt —T-_=%
MEEENA/NME T EO=RE - MEKMKE
NEBESMEELRBERRRL 2B RERED
THEFEHIE  EOHE - BFFREMBED
HREOMBESN  LAEE-FRRED - BRR
EORRERER T EERE - Ftt - EFHFEE
EB RN - ERHEAE EANERT - &
RERBZREHRFEESHEREND -

o= AKETEEERESEE L TA
B - ROERRZ2EENR N EMFLEE
FFREE - E—PRERY - YRETSER
15200 K B 75 S8 B A EE NN A 2R R o

BEyNEREREREEETITHERMENERE
RRDEG - TR AR R AN EE R AR
WELHEY R  EEgRBE_T__FREARKRE
FREER28HEM - LWAMBEMANKRES ZAEH
TR CFEEMNCENR  BRMDBEES D
ABRE HENEEE TAIERBERNLER |
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW

The key operational data of our three premium operating coking
coal mines in Liulin County, Shanxi Province (Xingwu Coal Mine,
Jinjlazhuang Coal Mine and Zhaiyadi Coal Mine, collectively referred
to as the “Three Mines”) for the year under review together with

B Em il
EOM

E 3 3E1] ]

that of the same period of 2021 (the “Last Year” or “2021 FY”)is | :

summarised as follows:

For the year ended

AEBEURILEENINZE=EEENETER
B (EEEE  SRARBNRERRE  G8E
[ZhE) MEFEEREEE _T - —FRAH(E
FEIMM-ZF-_—FEDNIRZLZEEHEREN

31 December Change
HEt-A=+—-HLEE 214
Quantity/
Unit 2022 2021 Amount  Percentage
B B ~“T--% BB /LE Aok
Production volume: EE:
Raw coking coal JREEHE Mt 5.25 5.17 +0.08 +2%
B &
Clean coking coal BEE Mt 3.23 3.20 +0.03 +1%
BEE
Sales volume: HE
Clean coking coal BEE Mt 3.32 3.30 +0.02 +1%
BEM
Average realised selling price FHEREE
(inclusive of VAT): (E/5ER) -
Clean coking coal R RMB/tonne 2,402 2,019 +383 +19%
AR/
Note:  No sales of raw coking coal for the 2022 FY (2021 FY: nil). ffat: —_Z__—_FERERERHEE(ZZT_—F

B &) -
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

BUSINESS REVIEW (continued)

For the year ended 31 December 2022, the Group produced
approximately 5.25 million tonnes (“Mt”) (2021 FY: approximately
5.17 Mt) of raw coking coal, representing a year-on-year (“YoY”)
increase of 2% and also produced approximately 3.23 Mt (2021 FY:
approximately 3.20 Mt) of clean coking coal, representing a YoY
increase of 1%.

Under strict implementation of epidemic prevention measures, the
Three Mines operated smoothly according to production plan during
the year under review. The raw coking coal production volume
increased by 2% YoY and the total production volume of raw coking
coal of approximately 5.25 Mt reached the total approved production
volume.

The increase in production volume of clean coking coal by 1% YoY is
mainly due to the increase in raw coking coal production volume by
2% YoY during the year under review.

After excluding the purchase of clean coking coal from outsiders
for sales of approximately 0.005 Mt in the 2022 FY (2021 FY:
approximately 0.13 Mt), the sales volume of self-produced clean
coking coal increased by 4% YoY for the year under review. For the
2022 FY and the 2021 FY, sales of clean coking coal accounted for
100% of the Group’s revenue. This is in line with the Group’s long-
term strategy to concentrate on clean coking coal sales.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

BUSINESS REVIEW (continued)

Continued benefit from certain policies on restriction of imported coal
to China and the strong coal demand in the domestic coal market
in the first half of 2022, etc., the average benchmark market selling
prices of clean coking coal, being the main products of the Group,
surged by approximately 89% YoY for the first half of 2022 when
compared with that in the first half of 2021. However, in the second
half of 2022, with the domestic and foreign demand becoming
dropped and the relatively high inventory level of steel mills etc.,
its average benchmark market selling prices decreased by 18% in
the second half of 2022 when compared with that in the first half
of 2022. The overall average benchmark market selling prices of
clean coking coal raised by approximately 18% YoY for the year
ended 31 December 2022. For the year ended 31 December 2022,
the Group’s average realised selling price (inclusive of value added
tax “VAT”) of clean coking coal increased by 19% YoY to Renminbi
(“RMB”) 2,402/tonne when compared with that of the Last Year
(2021 FY: RMB2,019/tonne) which was in line with the upside trend
of clean coking coal market prices. In terms of its sales volume, sales
of low sulfur and medium-high sulfur clean coking coal accounted
for 27% and 73% (2021 FY: 33% and 67%) of the total clean coking
coal sales volume respectively for the year ended 31 December
2022,

8
7T ('

\\-H

&
TE

JER TR

F o R (&)

M 2 BN A T IBCRBR HIE A O R B AN A B e
MER-_Z__FLEFERAYEAK - HE
TR CF EFFAER T EERBERNFE
HERETEERE T - —F FEEREATLD
89%  ER T - —HF TEEHRNIBRBR
THRENREFKEESTATE  ZE 24T
FEHEFYEZEMBEERE S -__FL¥FT
[£18% - B ZE —_E-_—_F+_-_A=+—HItF
B RERENBEBEYERMBERRT LAY
18% - HE_T-__F+_HA=1+—HILEFE "
AEERBERFHEREE(SBERIRFE LA
19% 2= AREE2,4027 /MEI(ZZE - —FF : AR
#2,0197C MF) - ERBFEEMISER A BE—
B WHEE HE_T-_—_F+-_A=+—
BIEFE EREkPamBEEEEED GBS
EEEEN27%RT3%(CE-—FF  33% M

67%) °




18 SHOUGANG FUSHAN RESOURCES GROUP LIMITED Annual Report 2022

MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW

For the year ended 31 December 2022, the Group recorded a
revenue of approximately Hong Kong Dollars (‘HK$”) 8,215 million,
representing an increase of approximately HK$1,139 million or 16%
YoY as compared with that of approximately HK$7,076 million for
the Last Year. The increase in revenue was mainly driven by the
increase in average realised selling prices of clean coking coal by
19% YoY and the increase in sales volume of clean coking coal by 1%
YoY, nevertheless there was a negative effect of the depreciation in
average exchange rate of RMB to HK$ by approximately 3.02% YoY
on the revenue for the year under review.

For the year ended 31 December 2022, the total revenue to the top
five customers accounted for approximately 74% (2021 FY: 78%)
of the Group’s revenue. Of which, the total revenue to the largest
customer, Shougang Group, together with its subsidiaries, accounted
for 46% (2021 FY: 40%) of the Group’s revenue.

For the year ended 31 December 2022, gross profit margin was
64% while 62% for the Last Year. Gross profit was increased by
approximately HK$895 million or 20% YoY. The increase in gross
profit was attributable to the increase in revenue by approximately
16% YoY for the 2022 FY as explained above.

The Group had achieved a record-breaking profit again for 2022
FY since the Last Year. For the year ended 31 December 2022,
the Group recorded a net profit of approximately HK$3,308
million representing an increase of approximately 8% YoY and
profit attributable to the owners of the Company (the “Owners”)
of approximately HK$2,715 million representing an increase of
approximately 7% YoY. During the year under review, the growth
in the Group’s net profit by approximately 8% YoY is due to the
increase in gross profit by approximately HK$895 million or 20%
YoY. In addition, during the year under review, as a result of the
rise in coal market prices, income from sales of coal related by-
products increased by approximately HK$30 million or 32% YoY;
and the significant increase in interest income by approximately
HK$37 million or 53% YoY as a result of the rise in market interest
rates. Nevertheless, dividend income generated from financial assets
was reduced by approximately HK$62 million YoY together with
the negative effect of the depreciation on exchange rate of RMB
to HK$ resulting in a net foreign exchange loss of approximately
HK$222 million during the year under review. Eventually, together
with the effective cost controls, the Group recorded a net profit of
approximately HK$3,308 million, increased by approximately 8%
YoY, during the year under review.

EEEmil
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

During the year under review, due to the depreciation on RMB to
HK$ exchange rate by approximately 6.78% as at reporting date on
31 December 2022 when compared with that as at 31 December
2021 (2021 FY: appreciation on RMB to HK$ exchange rate by
approximately 2.61% as at reporting date on 31 December 2021
when compared with that as at 31 December 2020), the Group
reduced in net profits by approximately HK$310 million YoY as a
result of net foreign exchange loss of approximately HK$222 million
for the 2022 FY while net foreign exchange gain of approximately
HK$88 million for the Last Year.

During the year under review, basic earnings per share was HK53.75
cents (2021 FY: HK50.25 cents), representing an increase of
approximately 7% YoY which was in line with the increase in profit
attributable to the Owner by approximately 7% YoY.

The Group recorded EBITDA of approximately HK$5,415 million (2021
FY: approximately HK$4,755 million) and generated a positive cash
flow of approximately HK$3,848 million (2021 FY: approximately
HK$3,877 million) from our operating activities during the year under
review.

As at 31 December 2022, the Group continues to maintain a
healthy financial position and has free bank balances and cash
of approximately HK$6,014 million (As at 31 December 2021:
approximately HK$6,426 million). During the year under review, the
Group has paid total cash dividend of approximately HK$2,815
million (2021 FY: approximately HK$913 million).
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MANAGEMENT DISCUSSION EEEmil
AND ANALYSIS (continued) B2 2 47 ()
FINANCIAL REVIEW (continued) Bt #% O B8 (&)
Cost of Sales SHER K

During the year under review, cost of sales was approximately
HK$2,925 million, representing an increase of approximately HK$244
million or 9% YoY, as compared with that of approximately HK$2,681
million for the Last Year. The increase in cost of sales was mainly due

REBEFEA - HEKAL29.25EE T BE
FEH26.81BBT  IBHEBIL2.44BF Tk
9% - HEXRAEMETEEABERBEERF
HN1% & TR E S EER AN G IEIE AT

to the increase in sales volume of clean coking coal by 1% YoY and £ °
the reasonable increase in unit production costs as disclosed below.
The unit production costs are summarised as follows: BREAEEMABRENT
Unit: RMB/tonne
By ARBTT/ W
For the year ended31 December Change
BE+T-A=+T—HLEE 21t
2022 2021 Amount Percentage
—E-— —T - k2.1 B
Production cost of raw coking JRER R R A
coal Nete 404 379 +25 +7%
Less: Depreciation and B ITE R
amortisation (75) (75) - -
Cash production cost of raw ReREREERSE
coking coal 329 304 +25 +8%
Less: Uncontrollable costs ¥ Jgf - ZR R[22 il iR AR##2 (102) (84) +18 +21%
Total At 227 220 +7 +3%
Processing cost for clean BEEMNTIE
coking coal 50 50 - -
of which, depreciation Eg & (7) (7) - 5

Note 1:

Excluded one-off additional amortisation of relocation and

reconstruction costs for village located in Xingwu Coal Mine (i.e.
amortisation of long-term deferred expenses) amounting to RMB168
million for comparison purpose.

Note 2:

Included resources tax and levies.

H21: BIERE  TeEUREERRE R ERE
MEBERAZ —
R SBARKE 688

#2: BRERHNHE

R \E%ﬁﬁ\\ﬁﬁiﬁ(ﬁﬂﬁﬁﬁ T B
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

Cost of Sales (Continued)

During the year under review, costs of sales included a one-off non-
cash additional amortisation of relocation and reconstruction costs
for village located in Xingwu Coal Mine amounting to RMB168 million
in order to release certain upper coal seam reserves for mining since
2016, after considering its production will be transferred from upper
to lower coal seam in 2023 as disclosed in the 2022 Interim Report.

Included in cost of sales, amortisation of mining rights was
approximately HK$252 million for the year ended 31 December
2022, representing a decrease of approximately HK$4 million or 2%
YoY, as compared with that of approximately HK$256 million for the
Last Year. The decrease in amortisation of mining rights was mainly
due to depreciation in average exchange rate of RMB to HK$ by
approximately 3.02% during the year under review.

Due to the increase in average realised selling prices of clean coking
coal by 19%, resources tax, which is charged on the basis of the
selling prices of coking coal, and levies of city constructional tax and
additional educational surcharge, which is charged on the basis of
the VAT, increased by RMB18/tonne YoY, during the year under
review.

Nevertheless, the stringent cost controls were continuously
implemented by the Group, the Group faced the rising concern
in cost pressure. Excluding the effect on the increase in those
uncontrollable costs as above, unit of production cost of raw coking
coal just increased by 3% YoY resulted from (i) the increase in staff
costs by RMB6/tonne YoY due to the additional bonus paid to the
staff as recorded an increase in profit and reached historical high
profit according to performance appraisal system and increase
payment in social insurances as a result of the rise in salary level,
(i) the increase in material market prices due to inflation and market
factors; and (jii) due to the regulatory requirements, it is necessary to
renovate certain buildings in order to meet the updated standards
that lead to increase the repair and maintenance fees YoY during the
year under review.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

Gross Profit and Gross Profit Margin

As a result of the reasons above, gross profit was approximately
HK$5,290 million for the year ended 31 December 2022,
representing an increase of approximately HK$895 million or 20%
YoY as compared with that of approximately HK$4,395 million for
the Last Year. Gross profit margin was 64% for the year under review
and 62% for the Last Year.

Interest Income

During the year under review, interest income was approximately
HK$107 million, representing a significant increase by approximately
HK$37 million or 53% YoY as compared with that of approximately
HK$70 million for the Last Year. The significant increase in interest
income was the result of the rise in market interest rates.

Other Income and (Losses)/Gains, Net

During the year under review, the Group recorded a net other
loss of approximately HK$95 million, representing a decrease of
approximately HK$339 million YoY as compared with a net other
gain of approximately HK$244 million for the Last Year. Excluding the
effect of net foreign exchange loss of approximately HK$222 million
(2021 FY: a net foreign exchange gain of approximately HK$88
million) and no dividend income generated from financial assets (2021
FY: approximately HK$62 million) during the year under review, other
income and (losses)/gains, net increased by approximately HK$33
million or 35% YoY, which was mainly attributable to the increase
in income from sales of coal related by-products by approximately
HK$30 million or 32% YoY as a result of the rise in market prices of
coal during the year under review.

During the year under review, the Group recorded turnaround from
net foreign exchange gain of approximately HK$88 million to net
foreign exchange loss of approximately HK$222 million as a result
of the depreciation on RMB to HK$ exchange rate of approximately
6.78% as at reporting date on 31 December 2022 when compared
with that as at 31 December 2021 (2021 FY: appreciation on RMB
to HK$ exchange rate by approximately 2.61% as at reporting date
on 31 December 2021 when compared with that as at 31 December
2020).
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)
Selling and Distribution Expenses

During the year under review, selling and distribution expenses
were approximately HK$349 million, representing an increase of
approximately HK$79 million or 29% YoY as compared with that
of approximately HK$270 million for the Last Year. Selling and
distribution expenses mainly included logistic costs such as the
trucking fees for short distance and freight costs by trucks and
sea for sales of clean coking coal, which are usually re-charged to
customers. The increase was mainly due to the increase in sales
volume of clean coking coal and proportion of sales by train and sea
during the year under review.
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General and Administrative Expenses

During the year under review, general and administrative expenses
were approximately HK$208 million (2021 FY: approximately HK$208
million).

Other Operating Expenses

During the year under review, other operating expenses were
approximately HK$118 million, representing an increase of
approximately HK$22 million or 23% YoY as compared with that of
approximately HK$96 million for the Last Year.

Other operating expenses included the additional depreciation arising
from the accelerated depreciation related to the underground mining
structures of the upper coal seam of Xingwu Coal Mine amounted to
approximately HK$65 million (2021 FY: approximately HK$73 million),
as it was expected that production will be transferred from upper to
lower coal seam in 2023 as disclosed in the 2021 Annual Report.

The increase was mainly resulted from the charitable donation in the
PRC related to precaution measures for COVID-19 of approximately
HK$9 million (2021 FY: nil) and the increase in loss on disposals
of scrap and obsolescence property, plant and equipment by
approximately HK$32 million.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)
Finance Costs

During the year under review, finance costs were approximately
HK$1.4 million (2021 FY: approximately HK$1.3 million), of which
approximately HK$1.4 million (2021 FY: approximately HK$1.2
million) was represented by the interest expense on lease liabilities
recognised under HKFRS 16 and the remaining balance was interest
derived from the early redemption of bills receivables of the Group for
the short-term financing.

Income Tax Expense

During the year under review, income tax expense amounted to
approximately HK$1,318 million (2021 FY: approximately HK$1,071
million). Income tax expense mainly includes the enterprise income
tax calculated at a tax rate of 25% for the Group’s major PRC
subsidiaries incorporated in the People’s Republic of China (the
“PRC”) (“major PRC Subsidiaries”) and the provision of withholding
tax of 5% on the dividend to be declared from the major PRC
Subsidiaries in accordance with the relevant tax regulations in the
PRC. The income tax expense increased in line with profits during
the year under review.

Owners’ Attributable Profit

By reasons of the foregoing, the profit attributable to the Owners
during the year under review was approximately HK$2,715 million, an
increase of approximately HK$177 million or 7% YoY which is also

recorded historical high profit, while approximately HK$2,538 million
for the Last Year.

Material Investments and Acquisitions

During the year ended 31 December 2022, the Group had no
material investments and acquisitions.

Material Disposals

During the year ended 31 December 2022, the Group had no
material disposals.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

Charges on Assets
As at 31 December 2022, save for disclosed below, none of the

Group’s assets was charged or subject to any encumbrance.

As at 31 December 2022, bank deposits of approximately HK$444
million and bills receivables of approximately HK$231 million were
used for securing bills facilities. As at 31 December 2022, bills
facilities of approximately HK$378 million has been utilised.

Contingent Liabilities

As at 31 December 2022, there were no guarantees given by the
Group and the Group has no material contingent liabilities.

Gearing Ratio

As at 31 December 2022, the Group had no borrowings. Thus, the
gearing ratio of the Group was 0% (As at 31 December 2021: 0%).
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

Exposure to Fluctuations in Exchange Rates

As at 31 December 2022, other than assets and liabilities
denominated in RMB and Australian Dollars (“AUD”), the Group had
no material exposure to foreign exchange fluctuations. As at 31
December 2022, RMB and AUD exchange rate were depreciated
by approximately 6.78% and approximately 5.90% respectively,
when compared to that as at 31 December 2021. As the net
assets value of the PRC business operations denominated in RMB
represented approximately 79% of the Group’s net assets value
as at 31 December 2022, the depreciation on RMB also led to an
exchange loss of approximately HK$1,037 million (other than the
foreign exchange difference recognised in profit or loss stated above)
recognised in the other comprehensive income upon translation of
its net assets in the financial statements of coal business operations
in the PRC for the year ended 31 December 2022. Besides,
the aggregate carrying amount of assets denominated in AUD
represented approximately 2% of the Group’s net assets value as at
31 December 2022. Thus, such fluctuation in AUD exchange rate is
not expected to have any material impact on the financial position of
the Group. The above exposure to fluctuation in exchange rates did
not have any material impact on the financial position of the Group.

Liquidity and Financial Resources

As at 31 December 2022, the Group’s current ratio (total current
assets divided by total current liabilities) was approximately 3.23
times and the Group’s cash and bank deposits amounted to
approximately HK$6,781 million, of which approximately HK$444
million was deposited to secure bills facilities of approximately
HK$195 million and approximately HK$323 million was restricted
bank deposits for land reclamation and mine environmental
restoration fund. The Group continued to maintain a healthy net cash
balance.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FINANCIAL REVIEW (continued)

Liquidity and Financial Resources (Continued)

The Group has total bills receivables amounting to approximately
HK$1,575 million (of which approximately HK$122 million
represented endorsed bills receivables and approximately HK$231
million was used for securing bills facilities of approximately HK$183
million) as at 31 December 2022. The free bills receivables were
readily convertible into cash, but would be subject to finance cost
upon conversion before the maturity. Taking into account for the free
bills receivables of approximately HK$1,222 million, the Group’s free
cash resources would have approximately HK$7,236 million as at 31
December 2022 (As at 31 December 2021: approximately HK$8,409
million).

Capital Structure

Total equity and borrowings are classified as capital of the Group.
As at 31 December 2022, the share capital of the Company was
approximately HK$15,157 million, represented approximately 5,052
million shares in number. During the year under review, there is no
change in number and amount of issued shares. The Group had no
borrowings as at 31 December 2022.

EMPLOYEES

As at 31 December 2022, the Group had 4,446 PRC and Hong
Kong employees. The remuneration packages of the employees
are subject to annual review. The Group provides mandatory and
voluntary provident fund schemes for its employees in Hong Kong
and the state-sponsored retirement plan for its employees in the
PRC. The Group also provides training to employees in the PRC. The
Group’s share option scheme has expired on 25 May 2022 and no
outstanding share option scheme as at 31 December 2022. During
the year under review, no share option was granted or exercised. As
at 31 December 2022, no share option was outstanding.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

SAFETY PRODUCTION AND ENVIRONMENTAL
PROTECTION

The Group has always been paying great attention to production
safety and environmental protection while achieving stable coal
production. Thus, the Group makes great efforts in promoting
safety management and strengthening measures for environmental
protection, aiming to build itself into a safety-oriented and
environmental-friendly enterprise. The Group has constantly complied
with the relevant environmental protection rules and regulations.
The Group fulfilled our responsibilities of energy saving, emission
reduction and environmental protection by strictly managing
production procedures, eliminating discharge of waste water and
waste gas and controlling vegetation damage, etc. in material
aspects. All coal mines of the Group have obtained necessary
permission and approval from the relevant Chinese regulators.

The Three Mines have been awarded level Il workplace safety
standard issued by the Provincial Coal Mine Safety Supervision
Bureau, and each of their coal preparation plants obtained level |
workplace safety standard issued by the Municipal Energy Bureau.

During the year under review, all coal mines of the Group operated
smoothly.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in the PRC while the Company itself is listed on the
main board of the Stock Exchange. The Group's establishment
and operations accordingly shall comply with relevant laws and
regulations in the PRC and Hong Kong. During the year ended 31
December 2022 and up to the date of this report, the Group have
complied with the relevant laws and regulations in the PRC and Hong
Kong.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

PRINCIPAL RISKS AND UNCERTAINTIES

The Group’s principal business activities are engaged in coking coal
mining, production and sales of coking coal products in the PRC.
As the Group's coking coal products are mainly used for refining of
coke which is the second largest raw materials for steel, our major
customers are steel manufacturers. The Group exposed to a variety of
key risks including financial risks (including market risk, credit risk and
liquidity risk), market price risk and operational risks. Details of the
aforesaid financial risks and risk mitigation measures are elaborated
in note 3 “Financial Risk Management” to the consolidated financial
statements.

The market price of coking coal is highly depended on the demand of
the downstream steel industry and the supply of coking coal. During
the year under review, coking coal prices remained at a high level in
the first half of 2022, reaching its historical high, and then began to
decline in the second half of 2022. The overall average market prices
of coking coal in 2022 FY were surged by approximately 18% YoY,
of which, the average market prices of benchmark clean coking coal
significantly increased by approximately 89% YoY in the first half
of 2022. If coal prices were dropping, the Group’s results would be
negative affected directly.

Operational risks include the estimation of remaining coal reserves,
the renewal of mining rights and the mining works. The lives of our
coal mines are highly depended on the estimated remaining coal
reserves and the possibility to renew the mining rights. Engineering
estimates of the Group’s coal reserves involved subjective judgements
by engineers that the inherent inaccuracy of technical estimation
exists. If the past estimates change significantly, the lives of our coal
mines would be shorter. In addition, the remaining license period
of the mining rights held by the Group range from around 10 to 20
years which are shorter than the estimated useful lives of the coal
mine estimated by the Group. If the Group is unable to renew the
license of the mining rights from the relevant authority continuously,
the respective mine may need to be closed down. Nevertheless,
according to our past experiences and with our competent
management team, we have renewed our mining rights at minimal
charges in the past years. Mining works would become difficult and
the environmental standards would be increased, resulting in rise in
mining costs in the future.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

RELATIONSHIPS WITH KEY STAKEHOLDERS

The Group’s success also depends on the support from key
stakeholders which comprise employees, customers, suppliers and
shareholders. Employees are regarded as the most important and
valuable assets of the Group. Details of employees are disclosed
above under “Employees”.

Customers

The Group's principal customers are steel manufacturers. For the
year ended 31 December 2022, the total revenue to the top five
customers accounted for approximately 74% (2021 FY: 78%) of the
Group's revenue, of which the total revenue to the largest customer,
Shougang Group, together with its subsidiaries, accounted for
approximately 46% (2021 FY: 40%) of the Group’s revenue. The
Group have maintained a long and good co-operation relationship
with these top five customers. Also, the competent sales team
established by the Group is capable to utilise various means to
strengthen the communications between the customers and the
Group.

Suppliers

The Group's principal suppliers are material vendors and contractors.
The Group will continue to derive cost effectiveness by tendering,
negotiating, improving the purchase system and developing new
suppliers. In the meantime, various means have been established to
maintain the quality of material and construction.

Shareholders

Shougang Group, together with its subsidiaries, is the largest
customer of the Group. To maximise shareholders’ interest is one
of the corporate goals of the Group. The Group will continue to
enhance production management, cost control and strive to increase
our production capability, resources and reserves through acquisitions
to improve the Group'’s profitability in order to create better value for
our shareholders.
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MANAGEMENT DISCUSSION EEEmil
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AND ANALYSIS (continued) B 54T (@)
FUTURE PROSPECTS KREE
Due to multiple unexpected factors that impacted the economy, —ZT-—F HEHZEBBEHEEZEGFE @ FH2
China’s economic performance fluctuated constantly in 2022. FEBERBNBERE @ £ RHIR IR B R iE

However, after a series of policies aimed at boosting the economy,
China’s Gross Domestic Product (“GDP”) growth ultimately stabilised
at 3%, which is still ahead of other major economies in the world.
This reflects the resilience of China’s economy and its long-term
fundamentals remain unchanged and positive.

In 2022, the outbreak of the Russia-Ukraine War and related political
influence brought an unprecedented energy crisis to the world,
leading to a sharp rise in energy prices. Coupled with the impact of
natural disasters on transportation in Australia, the price of seaborne
coal reached a record high. In China, unexpected changes in
the pandemic situation significantly impacted the economy since
the beginning of the year. Economic growth fell to 0.4% in the
second quarter, the lowest since the pandemic. However, after
the implementation of stimulus policies, the annual fixed assets
and infrastructure investment increased by 5.1% and 9.4% YoY,
respectively, the highest levels in three years since the pandemic.
But the real estate market weakened further, and investment in this
sector fell by 10% YoY. China’s steel demand weakened, resulting
in a decline in crude steel production and consumption volume.
Domestic coking coal supply and demand remained tight in the first
half of the year, and prices remained high. In the second half of the
year, the supply gradually eased as imports volume from Mongolia
and Russia increased. The annual coking coal imports volume
increased by 16.7% YoY, combined with falling overseas coking coal
prices, resulting in fluctuated coal prices in the second half of the
year.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FUTURE PROSPECTS (continued)

In 2023, China adjusted its pandemic prevention and control policy,
allowing the economy and society to return to normal steadily. The
government is now emphasising the expansion of domestic demand,
working to ensure a smooth economic cycle that supports people’s
livelihood, infrastructure, and primary industries. Policies and follow-
up measures are being introduced to stabilise the economy and
maintain a general tone of seeking progress while maintaining
stability. This year, the scale of the newly added local government
special bonds will remain relatively high, at RMB3.8 trillion with a
focus on supporting the foundational construction of projects in
11 existing fields and appropriately expanding the scope of capital
investment and project funding. The government is continuing to
send positive signals to the real estate industry in supporting rigid
and improved housing demand, including easing restrictions on
purchases and loans, promoting demand, reactivating steady and
healthy development in the industry, with signs of improvement in
transaction volume. The government has set a GDP growth target
of 5% this year, indicating a commitment to maintain a reasonable
growth rate. Many international institutions have raised their
economic growth forecasts for China, in which the International
Monetary Fund forecasting a growth rate of 5.2% for 2023. However,
the international situation is still complex and changing. The
continuation of the Russia-Ukraine war, the Silicon Valley Bank, and
the Credit Suisse bank incidents etc. will all have a greater impact
on the operation of the world economy. In 2023, the Company’s
operations will inevitably face greater pressure and difficulty.

On the supply side, domestic coking coal production has been
steadily increasing, but stricter safety inspections in coal mines may
lead to tighter supply in production areas, potentially affecting the
growth rate for the year. On the import side, Mongolia and Russia are
expected to further increase their coal exports to China. Meanwhile,
Australian coal imports are showing signs of easing, but the situation
remains uncertain. Given these factors, the price of coking coal is
expected to continue fluctuating.
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MANAGEMENT DISCUSSION
AND ANALYSIS (continued)

FUTURE PROSPECTS (continued)

Xingwu Coal Mine, a subsidiary of the Group, will undergo a transition
by transferring production from the upper coal seam to the lower
coal seam this year. We will prioritise safe production during this
transition. As a responsible company, we will strengthen our work in
the environment, social and governance to achieve comprehensive
and coordinated sustainable development. We will also accelerate
the complete intelligence transformation and cooperate with national
efforts to achieve carbon neutrality by 2060. With the Group’s stable
operation and financial position as well as strong cash flow, we will
continue to monitor the development of the overall environment and
economy to adjust our operating strategy in a timely manner. The
Group will maintain stringent corporate governance and leverage our
competitive advantages to create greater value for our shareholders,
employees and society.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

ABOUT THE REPORT

The report details the corporate social responsibility ideas
and practices and the progress made by Shougang Fushan
Resources Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) in the economic, social
and environmental aspects. It truly reflects the Group’s proactive
performance of its economic, social and environmental responsibilities
for comprehensive, coordinated and sustainable development. The
report is designed to allow shareholders, investors (including potential
investors) and stakeholders to have a more comprehensive and
profound understanding of the work done in the environment, social
and governance (“ESG") areas of the Group.

e Reporting Period

The reporting period is from 1 January 2022 to 31 December
2022, with part of the content not in the period.

e Scope of the Report

The report mainly covers the operations of the Group’s major
subsidiaries in Liulin County, Shanxi Province, including Xingwu
Coal Mine, Jinjiazhuang Coal Mine and Zhaiyadi Coal Mine,
which are engaged in the operation of three premium coking
coal mines and the associated coal preparation plants for the
production of raw and clean coking coal.

e Data Source

All data is mainly sourced from official documents, statistical
and financial reports of the Group, as well as the ESG
information collected from the Group's statistics, summaries
and verifications. The report is available in Chinese version
and English version. If there is any conflict or inconsistency
between the two versions, the Chinese version shall prevail.
Unless otherwise stated, the currency used is the Chinese yuan
(“yuan”).
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

ABOUT THE REPORT (continued)

References

The report is prepared based on the “Environmental, Social
and Governance Reporting Guide”("ESG Reporting Guide”) in
Appendix 27 of the Listing Rules of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). It also refers to the core
option of the GRI standards issued by the Global Sustainability
Standard Board (“GSSB").

Availability

You can browse the report and dynamic information about
sustainable development activities of the Group from the
“Investor Relations” section on the homepage of the Company’s
website (website address: www.shougang-resources.com.hk).

BOARD ESG STATEMENT

The Group is committed to enhancing sustainable
business practice, establishing a comprehensive ESG work
mechanism, striving to achieve the harmony in the society
and the environment, and creating long-term stable social,
environmental and enterprise value.

The board of directors of the Company (the “Board”) is the
highest responsible and decision-making body for ESG issues
and takes full responsibility for the Group’s ESG strategy
and reporting. As the main ESG monitoring unit, the Audit
Committee formulates ESG management policies and strategies,
specifically assessing, prioritising and managing material ESG
related issues and their risks to the Group’s business, reviewing
the Group’s ESG performance and the achievement of ESG
objectives, and promoting ESG resolutions in the Board. The
Board conducts regular debriefs on ESG works, reviews and
determines the results of stakeholders and makes decisions on
major issues, and based on Audit Committee recommendations
reviews and approves the annual ESG report of the Group.

The report details the progress and effectiveness of the Group’s
ESG efforts in 2022. After being submitted and being approved
in the Audit Committee meeting on 17 March 2023, the report
was approved at the meeting of the Board on 23 March 2023.
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SUSTAINABLE DEVELOPMENT MANAGEMENT

The Group has always implemented the concept of sustainable
development in the operation and management of the
Company and the planning of our overall strategy. We actively
improve our corporate governance structure, adhere to integrity
management and compliance operations, and promote the
fostering of a good corporate image. At the same time, as the
society’s understanding of environment protection and social
responsibility deepens, we continue to focus on the impact of
our operations and develop long-term sustainable solutions to
ensure that our business grows from strength to strength while
creating value for the environment and society.

2.1 ESG Management

The Group follows the requirements of ESG policies,
specifications and guides at the place where it is listed,
refines its ESG governance efforts and implements
sustainable development objectives and strategies by
building a comprehensive ESG system to safeguard the
sustainable development of the Company.

The Board is the highest responsible and decision-making
body for ESG issues, and responsible for making final
decisions and assuming full responsibility for the Group’s
ESG strategy. As the ESG monitoring unit, the Audit
Committee formulates ESG management policies, and
assesses important ESG related issues and their risks to
the Group’s business. The Audit Committee regularly
summarises the Group’s ESG performance and achievement
of ESG objectives, and reports them to the Board. At the
same time, the Audit Committee also reviews and approves
the annual ESG report of the Group.
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ENVIRONMENTAL, SOCIAL AND I%{ﬁ HER
GOVERNANCE REPORT (continued) ERmE@®

2. SUSTAINABLE DEVELOPMENT MANAGEMENT 2. AIEERXEEE(H&)

(continued)

2.1 ESG Management (continued) 2.1 ESGEH (&)

The ESG management group coordinates the
implementation of ESG affairs under the policies and
strategies formulated by the Board and the Audit
Committee, identifies ESG risks, regularly reports ESG
progress to the Board of and the Audit Committee, and
presents the Group’s annual ESG performance and annual
ESG report.

ESG working group is the executive body to implement ESG
guidelines and strategies into the Group’s daily operations
and ensure that ESG work is carried out in a comprehensive
manner. The ESG working group is composed of ESG staff
from various departments of the Group to promote ESG
issues from the perspective of daily operations, collect and
summarise ESG data and feedback, and reports to the ESG
management group on a regular basis.
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2. SUSTAINABLE DEVELOPMENT MANAGEMENT

(continued)

2.2 Stakeholders Engagement

The Group regards communication with stakeholders
as an important tool for the development of the Group.
Through the establishment of a sound communication
mechanism and diversified communication channels, we
listen to the views and suggestions from stakeholders such
as government and regulatory bodies, investors, customers,
employees, suppliers and community organisations. We
aim to deepen our relationship with our stakeholders by
continuously responding to their expectations and ensuring
that the Group’s business development receives attention
and feedback from all parties. We value the expectations of
our stakeholders and identify issues of significance to our
stakeholders’ concerns:

Stakeholders

B
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SE & E)

2. AREBREEEE)

2.2 FIF=HEHEL S8R

Expectations and Demands

AEE K ENZAE D WEBRSEE
BRNEZTFE  BBEYTENER
HHMZ TCRBRRE - RERBK
FREEWE REE FP BT
HER LT RARSNEREINER
AEZ - A LR BT = e 24T
BT VB R ORI 2 R B - B
REBHEBERESIKEETHE
BEMRE - LMIEREF BB TE R
BIMHIE - BRI A SR BEME
RMEZE

Communication Channel

FEAEBE T BirEE BERE
Investor Addressing climate change General meeting of shareholders
REE FEET R IRE (b BRERE
Technological innovation Notice
A nNE
Roadshow
7971
Reception
W&
Employees Employee care Labour Union
8T BTIRME I
Employee rights Performance appraisal system and
BT #H meeting
Employee development BREZHERGE
BI%R
Workplace safety
TEREE

Occupational health

BREER
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

2. SUSTAINABLE DEVELOPMENT MANAGEMENT

(continued)

2.2 Stakeholders Engagement (continued)

Stakeholders

Expectations and Demands

R
]
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% #HER

SRS @

AEHFERREE@E

2.2 FsEHEES S HEE

Communication Channel

MEMEES 2p= 1 BERE
Government Emissions management Government work conference
I2¢/5] B E IR B TEg®
Addressing climate change Information report
JEETRIRE L B AT E R
Ecological protection
FRERE
Energy use
BEIR (A
Stable supply
BEHRE
Anti corruption
RIg1ERk
Customer Product quality Product report
BF EmEE EmBE
Business ethics Regular visits
FRER EHED
Stable supply
BEHE
Supplier Supplier management Annual bidding announcement
e HERER FERERS
Fair competition Special project bidding announcement
NEFEF EEEAHBERE

Community organisation

A [ 4E 43

Technological innovation

AT eI

Public charity
Fau /N

Special technical meeting
BRI EH

Village visits
Rt/ 5]
Community engagements
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2.

SUSTAINABLE DEVELOPMENT MANAGEMENT
(continued)

2.3 Response to ESG Reporting Principles

Materiality: In accordance with the requirements of
the "ESG Reporting Guide"” issued by Stock Exchange,
combined with the capital market’s concerns about
the Group’s sustainable development, the Group
communicated with various stakeholders via different
channels, and based on a benchmarking analysis of the
issues disclosed in the reports of companies in the same
industry to identify and to select ESG issues related to the
Group.

The Group identifies and sorts out material ESG issues
based on the results of our routine communication with
stakeholders and regularly assess internal and external
directions and trends to further review the material issues
matrix. Following the Group’s analysis during the year, the
Board confirms whether there have been changes to the
material issues matrix and the three most important issues.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

2. SUSTAINABLE DEVELOPMENT MANAGEMENT

(continued)

2.3 Response to ESG Reporting Principles
(continued)

B
=
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SE & E)

2. AREBREEEE)

2.3 ESGH#R & R A E fE (&)

Quantitative: The Group conducts regular statistics on
key performance indicators involving the “Environmental”
subject area and “Social” subject area in accordance with
the ESG Reporting Guide. Statistical data are summarised
and disclosed at the end of the year. ESG quantitative data
calculation method and reference standard are disclosed in
the relevant sections of the report.

Consistent: The report has no major adjustments to
the scope of disclosure compared with previous ESG
reports, and adopts consistent statistical and disclosure
methods and further refines some categories of
disclosure corresponding to the ESG Reporting Guide. For
comparative figures, please refer to the relevant sections of
the report.

3. OPERATION IN COMPLIANCE

The Group has always adhered to the bottom line of compliant
operation, continuously improved its corporate governance,
strengthened its internal control system and enhanced its risk
prevention capability. At the same time, the Group places a
high value on business ethics and goodwill, fostering a culture
of integrity and operating with self-discipline. It also actively

BALRR : REBEHESGHRERE IR
BlaBkite | HENE(CERKE
BIRETEMRE - XRFERER - H®
5 o ESGECHEBERERTHETAKLS
RIREGE  FRAREEEH -

—HMERE  AREERAEFESGHRE
WEHETESAHE  BEA N
WS T - Wit — PR
FRESGHRE 53| H R IR BRI - s F ¥
LR R AR E S &6 o

3. BHRE¥

promotes antitrust and unfair competition work to safeguard

the sustainable development of the Group.

FEERZRTEREEER  TEHREAR
BDBEKY - BIERIERRRR -
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BE RREBERFRZAREE  BEREPR
EEMRALESRS TR AEERR
BERREHEIEAIRE
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GOVERNANCE REPORT (continued) ERBE @
3. OPERATION IN COMPLIANCE (continued) 3. EHRE®(E
3.1 Risk Management 3.1 RRRERE

The Group has always attached importance to the
construction of a risk management system. It has
implemented comprehensive risk prevention and control
measures across all fronts and continuously improved its
anti-risk capability. This has allowed the Group to ensure
the smooth and orderly operation of its various production
and business activities, while effectively mitigating
operational risks.

Risk Management System

The Group is continuously reinforcing its authority and
responsibility for risk management, and has implemented
a risk management system based on the “three models”
structure, which consists of “three lines of defense + three
levels”. This system enables the Group to comprehensively
promote the construction of a risk management and
internal control system.

Table: Management functions and measures of the
“three lines of defense” risk management structure

—HUK  AEERSEGAREILE
RER - 2HURARARGETIE
BIERIAREE N  ERERLBREERL
LRBEOAIRT  REARSELEL
LRENBFRE -

EEREERR

AEBETHRCEERRER - A=
BRI EREERBRER - A=
B+ —EAERINREREERR &2
R ETE N NP E RS R AR o

®[ZEMZIEREERENEER
BER

1st Line of Defense: 2nd Line of Defense:
Risk Management Function Risk Monitoring Function
E—ER  EAREEREE ETIERR - EREEEAE

3rd Line of Defense:
Independent Assurance Function

EERR  BYREEE

to mitigate risks
FRERT LR - TE Bk
8 BE T it DA R R L B

1) Identify and evaluate risks and | 1) Monitor design appropriateness

—_

) Conduct independent

take effective measures to and implementation of risk assessment on the
address them management procedures appropriateness and
HEBEITHR - FHE - WER EERREREFNRASE effectiveness of risk
BN A5 ZHE e 00 A JE MERENIT A B management system

2) Continuously evaluate the 2) Promote delivery of risk HERBREBERFAHNSEENE
effectiveness of measures and management information MR E
optimize and adjust measures 12 3 2L fe B 12 B A B (R
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3. OPERATION IN COMPLIANCE (continued)

3.1 Risk Management (continued)

Risk Management System (continued)

The Group has established a “three-levels” risk
management system based on a “three-lines of defense”
risk management system. The Board sets risk assessment
criteria based on the Company’s risk appetite and risk
tolerance, and informs the relevant entities, divisions,
operating units and subsidiaries of risks that could
potentially impact the normal operation of the Company
through the management. These entities adequately
identify and assess potential risks to the achievement of
their objectives in accordance with the annual business
planning objectives set by the Board, addressing them
through acceptance, avoidance, transfer, or control, in line
with the Board’s risk assessment criteria. The Internal Audit
Department is responsible for independently evaluating the
effectiveness of the overall risk management system.

3. ERE¥(E

3.1 EREE(E)
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3. OPERATION IN COMPLIANCE (continued) 3. ARE¥(H
3.1 Risk Management (continued) 3.1 EREE(E)
Risk Management System (continued) BEREEREZR (1E)
The Internal
Audit
The Board Department
Exg AEIE E
Is responsible for the overall management of the Group’s risk management Carries out
system and for determining the reasonableness and effectiveness of the risk independent
management system evaluation
BEAKEEREEASNEREE  UHRAREERGHNSBERBMIEETT of the risk
FIE management
Is responsible for setting annual business planning objectives and risk system
assessment criteria HEEET
BEBIEFELER D B BRMER T (HRLE ES /LLTT?‘%
The Audit Committee The Management EHE
EREES EEE
Conducts ongoing monitoring, | > Conducts ongoing monitoring of
evaluation and consideration of the the design and implementation of
findings of the management and the risk management process
the Internal Audit Department on R EIREF R MITET
the risk management system and BENEE
regular reporting of the findings to
the Board
MEIRE KB E B Y Ak B IR
ERH AT ERETHERS
HMNER  TEHRAESTSERR
EAER

Entities, divisions, operating units and subsidiaries of the Group

AEMER - 78 XBEARMEEN

Identifies potential risks affecting the achievement of its objectives in
accordance with the objectives of its annual business plan and assesses them
according to their degree of impact and likelihood of occurrence
REFELERINET BRI EEKNERNELRAR  WIRREAZEREN
A AR T TRAS

Based on the results of the assessment, and with reference to the Board’s
established risk appetite and risk tolerance, responds to risks through
acceptance avoidance, transfer or control

RRFERNER  T2REFSMENRRRENRRETRE - BREX - &
& BRI R A

Table: “Three-levels” Risk Management System

B =EE& EREEER
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ENVIRONMENTAL, SOCIAL AND I%{ﬁ HER
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3. OPERATION IN COMPLIANCE (continued) 3. ARE¥(H
3.1 Risk Management (continued) 3.1 BRREE (R
Risk Assessment and Response B B TP R FE 2T
The Group has established a sustainable risk assessment RE—SHRERREZELE  AEEH
system to further standardize risk management. This ETRAIHERRTEHE  RKEEL
system comprehensively identifies and assesses potential AN AT B M 2 E AE S A R E A R b
risks to the Company in terms of both impact' and TRE#HR - 5T - WA T Rk
probability of occurrence?. the Group has also defined risk & AT  EPEEEE  EEH
management processes such as risk collection, AEZRARERRE - LBRERSU
identification and assessment, monitoring and early BRUZES o

warning, monitoring and evaluation to ensure that risks are
effectively controlled.

In 2022, the Group conducted risk assessments for 12 —E - F REBTRELEBIZR
divisions using risk assessment forms. This allowed the B 5F 1 = 00 72 =X ST A 1 2 8 B P &9 R B
Group to comprehensively identify, assess and determine SHEERTIE - 2R - P BE
the risks and ways to respond to them in achieving the 2EBENEKEERNRR REST
strategic objectives of the Group as a whole, thereby A BAEREELELRR - BER
minimizing potential operational risks. As of the end of the HHEIR - REEZA R 8 F 2 @ g R
reporting period, the major risks identified by the Group HEBIT

and the measures to address them were as follows:

1 The impact on the achievement of departmental and corporate ' TEZRENRFEAERRE - HEPFITIER R
objectives should be comprehensively considered when relevant risk CEARERERNRNTZEIELGEZER WU
occurs, and should be evaluated on five levels: high, moderately high, 2 FERS FE  AERERESESHERE
moderate, moderately low and low. HEHE -

2 The likelihood of occurrence should be judged on the basis of both 2 B A E] R B TR DA R Bk R TR A &Y 77 S
past experiences and forecasts, and be evaluated on five levels: high, HEHEER - WhE - AERS  PE - BER

moderately high, moderate, moderately low and low. 1K AR S{E S AR (E H FTAE o
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3. OPERATION IN COMPLIANCE (continued) 3. AIREE(E)
3.1 Risk Management (continued) 3.1 BRREE (R

Risk Assessment and Response (continued)

Table: Risk Identification and Response

Iz B 5T A% R e ()

= R R Y

Risk category Annual Risk identification Risk response approach
strategic
objective

[ B 3 FERREE REBHE5 [ B FE ¥ 75 =

Safety risk Complete Mechanical injury, lifting injury, > Improve the system to standardize

7 ER elimination of falls from height, asphyxiation and measures and manage equipment in
serious injuries  poisoning by toxic and hazardous accordance with relevant standards to
and effective gases, hazardous chemical-induced prevent accidents from the source

prevention of fire and explosion, fire caused by
minor injuries electrical shock and leakage, etc.
BEMHBEEE BWESE BEGE KX

W BHMIER % ESEERARBESTE B
(CE & fEmNIIRNE - ERBEEREL

nE
Fulfillment of Imperfections in the regulations
production and specifications, substandard

safety standards site conditions in the dynamic
L2 EEIZ®E implementation process, and the
EIEE operating environment limited due
to design
REHE  RBETTEZE -
RGPHEEMRBIEPENERE
Mo EEREZRGRR

TEHIEAREGIE N - RREEIRE
EITREERE  ERREDHHER
wHE

Strengthen training and guidance
MBI E S

Enhance safety supervision during
operations

BILERBRZEEE

Conduct monthly safety risk
identification and evaluation and self-
inspection for safety compliance
BRET—RZERARIHENME -
ZEREEEREE

Carry out safety hazard inspection
and rectification once every ten days
BHRET—REZ2REHERE
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ENVIRONMENTAL, SOCIAL AND I%{ﬁ HER
GOVERNANCE REPORT (continued) ERmE@®

3. OPERATION IN COMPLIANCE (continued) 3. ARE¥(H
3.1 Risk Management (continued) 3.1 BRREE (R

Risk Assessment and Response (continued) [ B 71 R FE2T (4B)

Table: Risk Identification and Response (Continued) *  RRER R EL (&

Risk category Annual Risk identification Risk response approach
strategic
objective

[ B 4 B FEXBAEE REBEHEE E R EE SR

Environmental Zero violation Inadequate domestic wastewater > Strengthen the operation

risk of environment  treatment facilities and violations of management of mine water and

RIFE B protection environment protection regulations domestic sewage treatment plants
regulations and  resulting from the failure to strictly to ensure stable operation of
compliance follow the EIA regulations to environmental protection facilities
with policy manage in-production coal mines DERTEFIK ~ VRIS KEIE B &
requirements HVESKEREREINTE © KE TER  MRRIREMEEEET
BERRRITE BEBRPAEEEREFMAIE >  Attach great importance to the
Bl FEBR REFAME disposal of solid waste and govern in-
23K production coal mines in accordance

with environmental protection
requirements
SEEREENEETIE KR
RESORIBIE E BT

> Ensure capital investment in
environmental protection
FRERRESRA
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3. OPERATION IN COMPLIANCE (continued)

3. ERE¥(E

3.1 Risk Management (continued)

3.1 EREE(E)

Risk Assessment and Response (continued)

Table: Risk Identification and Response (Continued)

Risk category Annual

Risk identification

Iz B 5T A% R e ()

= R R e (5D

Risk response approach

strategic
objective
[ B 38 B FERKREE EBHED E R EY S X
Financial risk ~ Completion Uncertainties in the process of > Complete the project application
B 7% B fee of capital project application, approval, and approval procedures as early as

expenditure
projects on time
BEAM T HIAE

$2 B 52 A

implementation and assessment
which affect the completion time
and thus the normal turnover of
funds

HEIE - &t Bt %6
R IETEREZEZE K
B EMPEECERRAYE

possible after the project has been
identified
BWEHEAEER TKIEENL
B BUFE

> Ensure that project implementation
funds and personnel are in place
on time and in full, and that safety
and technical measures during
construction are strictly implemented
REFEEEERES  ABERRHTHE
AL - REFEMETRIR A A 2 2RI
BRI E

> Arrange for dedicated personnel to
follow up and supervise each task and
control the process to ensure that all
tasks are completed on time
BEEBTHEARREE - B2
B HRZIAEBEAIRE ST

> Develop a strict assessment method,
and conduct strict assessment on the
sub-tasks of each part, so that the
reward and punishment are clear
HEBRENZEZAN  HEBHH
BEBETEBER  BEIEEHS
i
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3. OPERATION IN COMPLIANCE (continued) 3. ARE¥(H
3.1 Risk Management (continued) 3.1 BRREE (R
Risk Assessment and Response (continued) [ B 71 R FE2T (4B)
Table: Risk Identification and Response (Continued) *  RRER R EL (&
Risk category Annual Risk identification Risk response approach
strategic
objective
[\ B 48 Bl FEXBEE EREE R FEE X
Time risk Completion of  Impact on the completion of the > Report uncontrollable policies and

By [ L B

Technology
risk

AR

the relocation of
villagers
FERCH R IR
fess

95% intact rate
of electrical
and mechanical
equipment
MER TR
#95%

mining plan factors to the management for
SEEFRIRET BT decision and seek policy support from

the government
HAAZENRE  AREREEE
R BRI = SRS BR S 5

Long hours, high intensity and > Implement heating pipe replacement
wet conditions as a burden works

on mechanical and electrical EHEEREHRIE

equipment, leading to equipment > Strengthen daily inspection and check,
failure and conduct planned maintenance
RRHE - f@ENREHRERRET and inspect the maintenance work
HREREBELAETREERR bﬂ?ﬁﬁﬁw%f% st &

= ERE  RERETE
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

3. OPERATION IN COMPLIANCE (continued)

3.2 Compliance Management

The Group actively carries out comprehensive compliance
audits, promotes compliance with laws and regulations,
continuously improves its compliance governance and
internal control system, and raises legal compliance
awareness among its employees.

In 2022, the Group conducted one annual external
compliance audit, which primarily focused on the
Company’s operations and management, including finance,
sales and marketing, customer credit evaluation, bidding
and procurement, capital construction investment process,
production safety and outreach affairs. The issues identified
in the audit have been rectified, except 2 issues are being
addressed through a comprehensive rectification plan that
has achieved some progress.

In addition, the Group provided employees with training
on laws and regulations in 2022, covering topics such as
the content of laws and regulations, the necessity to study
laws and regulations, case interpretations, etc., further
enhancing the compliance awareness and capability of all
employees.

B -

HER

BIAHRE @)
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3.2
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BRARBERS  BERIHERS
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GOVERNANCE REPORT (continued)

3. OPERATION IN COMPLIANCE (continued)

3.2 Compliance Management (continued)

BREZE

3.2 SREE(E)

Case: The Group carried out Constitution Publicity
and Training themed “Upholding the Authority of
the Constitution and Promoting the Spirit of the
Constitution”

In order to continuously improve the employees’ awareness
of legal risk prevention and comprehensive quality, the Group
carried out the thematic activity of “Constitution Publicity
Week” on 4 December 2022, and invited Shanxi Jinkai Law
Firm to conduct video training for employees of the Group on
the theme of “Upholding the Authority of the Constitution and
Promoting the Spirit of the Constitution”. The training focused
on the nature and role of the Constitution, the amendments
to the Constitution and other aspects of the Constitution to
provide a comprehensive overview and explanation, guiding
employees to study national laws and regulations in depth,
creating a good atmosphere for the development of the
Group'’s rule by law.
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Picture: Constitution Publicity and Training themed “Upholding the Authority of the Constitution and
Promoting the Spirit of the Constitution”
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

3. OPERATION IN COMPLIANCE (continued)

3.3 Business Ethics and Anti-corruption

The Group strictly observes the Supervision Law of the
People’s Republic of China, the Anti-Money Laundering
Law of the People’s Republic of China, Law of the People’s
Republic of China Against Unfair Competition and other
laws and regulations. In addition, the Group sets the
highest standards of business ethics for its employees,
continuously reinforces its integrity system and culture,
adopts bottom-line thinking and red-line awareness, and
maintains a corporate image of honesty, trustworthiness,
and self-discipline.

Building a culture of integrity

In adherence to the principle of “prevention first,
punishment second”, the Group continues to improve
its inspection and supervision mechanism to eliminate
illegal activities such as bribery and extortion. In 2022, the
Group actively carried out daily supervision and inspection
work, and conducted inspections of its mines, factories
and departments to identify any violations of the law and
discipline. During the reporting period, the Group did not
find any major illegal and disciplinary issues or corruption
litigation cases.

To strengthen its internal integrity and anti-corruption
efforts, the Group continued to strengthen its self-
inspection and self-correction of integrity risks. the Group
focused on the major violation of the Eight Provisions
of the Central Committee and the embezzlement and
abuse of power. In addition, the Group carried out special
rectification on illegal subsidies, sightseeing at public
expenses, illegal vehicle allocation, and illegal business
travel while advocating spending holidays and festivals
with integrity to improve the overall level of integrity
management. In addition, in 2022, the Group required
all leading cadres above the manager level — a total of 32
persons = to sign the Letter of Commitment for Honest
Duty Performance of Management of Shanxi Fushan
Resources Group Co., Ltd. to further promote the Group's
integrity building and anti-corruption work. As of the end
of the reporting period, 100% of the Group’s designated
employees had signed integrity agreements.
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ENVIRONMENTAL, SOCIAL AND I%;{ﬁ HER
GOVERNANCE REPORT (continued) ERmE@®

3. OPERATION IN COMPLIANCE (continued) 3. ERE¥(E

3.3 Business Ethics and Anti-corruption 33 BXEEERER(E
(continued)
Building a culture of integrity (continued) BEEXEZER(E)
The Group effectively enhanced the integrity awareness of AEEBBBHRBIERS®  REZ
all employees and created a culture of integrity within the THEEZRY VERRIEESIHN
Group through various activities, including meetings on BREZAEZED  2ESEHRNBHERERN
integrity building and anti-corruption warning education. CHEZE-__F+-A=+—H"
As of 31 December 2022, all Board members completed EREEFSRELDHERBIEING -
a four-hour anti-corruption training session, while general BEREVE —REIZERBER
staff participated in two anti-corruption training sessions, 551235 - B RES/ K o

with a total of eight hours.

Case: The Group held a meeting on the construction of =l : XEEBHERAEREREE
party style and clean governance

On 10 February 2022, the Group organized a meeting on —ZT-—F - A+H » KAEBEEEEFTE
the construction of party style and clean governance in #ZBHERREEXSH DTG
Xingwu Coal Mine. This meeting took the provisions on party ZEEBERMEZEEZECIEAEREER
style and clean governance and self-discipline as the key &' EXKETBHEEHEBRBEBRIESR @ &
learning content, requiring employees to consciously resist R » TTEEXE o LA EHNIBEFIB
the corruption, be strict with themselves and refrain from FE—FFTETEBERERTIE > A
giving and receiving bribes. The successful holding of this BEAEEREN - RBEHETEEETE
meeting further consolidated the Group’s clean governance  f# o

construction work and laid the foundation for the continuous

and efficient promotion of anti-corruption and anti-bribery

work.

Picture: meeting on party style and clean governance
BEREEREGERSRA
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3. OPERATION IN COMPLIANCE (continued)

w

3.3 Business Ethics and Anti-corruption
(continued)

Building a culture of integrity (continued)
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33 BRERERBHRER

FREXALZER (E)

Case: The Group organized an anti-corruption education
activity

The Group organized an anti-corruption education activity on
20 September 2022 for the secretaries of all party branches
and members of the organ party branch. During the activity,
all participating members watched a warning education film
to enhance the awareness of integrity and self-discipline,
build a firm anti-corruption ideological line of defense and
continuously deepen the construction of clean governance.
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Picture: Warning education activity
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ENVIRONMENTAL, SOCIAL AND fﬁfﬁ HER
GOVERNANCE REPORT (continued) BRHRE @
3. OPERATION IN COMPLIANCE (continued) 3. AIREE(E)

33 BRERERBM(E)

3.3 Business Ethics and Anti-corruption

(continued)

Whistleblowing Mechanism and Whistleblower
Protection

The Group abides by the Rules for Handling Complaints
by Discipline Inspection and Supervision Organs and the
Provisions of the Supreme People’s Procuratorate on the
Protection of Citizens’ Whistleblowing Right, and has
formulated and updated the Whistleblowing Policy of

BT REIFANRE

AEERT(ERERHBAEERBIT
FTERID(ERSARBER @R RE
RRBHEENOBRE)SFHE » HIEL
RBERREMES LEEH(EHEL
EREEERAFERABEK) » HE

TE Tx.:)% BT = B RAREHS] o
F o AREBBRREL - B

Shougang Fushan Resources Group Co., Ltd. in a timely
manner in accordance with changes in laws and regulations

=

to continuously broaden the channels for complaints and 78 MU AFRBEANRRRT - W8
improve the protection mechanism for whistleblowers. WEMHRPEREIAORM] - BEIES
In 2022, the Group adopted open and transparent Bl TR FRBEINEERE  BR

whistleblowing channels such as telephone numbers, email R RS OB E o EERK - K
addresses and mailing addresses. The Group adopted EEREEBAEAEHERE KB
a process of broadening the entry, conducting strict MEBmEMH - HREBARKIREBEORE
examination and extending the trial for whistleblowing, B BURIRE REAEEME - WER

so as to enable disposal in accordance with regulations, FERRR N BT IR A BB AR o
discipline and law. At the same time, the Group also
designated dedicated personnel to receive letters, visits,
and incidents and implemented strict confidentiality
measures to protect whistleblowers’ identities. The Group
kept all whistleblowing-related materials confidential and
effectively protected the legitimate rights and interests of

whistleblowers and those being reported.

4. PRODUCT RESPONSIBILITY 4. EREFE
The Group has consistently placed significant emphasis on AEBBKBERESHAFIEARRER
product quality and innovation as a fundamental aspect MEZEIF  2HUEFERLZEMH %
of its development. It takes a comprehensive approach to AERAERRE - AR AEEBEEXE
ensure product quality on all fronts and improves product FPEAGEEREELZS BLEELX2RE
quality from multiple angles. At the same time, the Group BES1 - NERRARBAKT - TERIHFEHE

respects the security of customers’ personal information and i RESENSRELEYEE o
privacy, strengthens its ability to protect information security,
continuously improves its services and builds a sustainable
supply chain to safeguard the Group’s sound operation and

development.
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4. PRODUCT RESPONSIBILITY (continued)

4.1 Quality Assurance

RIE €K
BIAHRE @)

4, EmEFGE)

4.1 EERRE

The Group has formulated the Regulations on the Quality
Management of Coal Products of Shanxi Fushan Resources
Group under the Law of the People’s Republic of China on
Product Quality. It has established a sound product quality
control mechanism and continuously optimizes production
processes and inspection standards. The Group strives to
increase its innovation management levels and promotes
the sustainable and stable development of its business.

Ensuring Product Supply

The Group rationally allocates annual production tasks
based on the production capacity of each coal seam in
each mine and prepares production plans scientifically to
maintain a balance between production and demand. To
ensure stable production, the Group conducts monthly
production planning meetings to arrange and deploy
monthly production tasks; at the same time, it conducts
quarterly zero-distance talks and exchange meetings with
each production unit to discuss the current production
situation and improvement plans.

The Group fully utilizes the advantages of integrating
production and sales, maintaining regular communication
with each mine, factory, and marketing department to stay
informed of the latest developments in both production
and sales by efficiently connecting the three key links of
production, transportation, and sales, the Group ensures
the smooth operation of its integrated production and sales
work.

Product Quality

The Group attaches great importance to coal quality and
has established a sound quality management system based
on the objective of “improving quality and increasing
efficiency”. It clarified the responsibilities of coal quality
management of key member units, set performance
indicators related to clean coal products and by-products
and conducted assessments, and controlled the quality of
coal throughout the entire coal production process, from
design and mining to production and delivery stages.
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ENVIRONMENTAL, SOCIAL AND RE -8R
. =40 =
GOVERNANCE REPORT (continued) EoR RS (@)
4. PRODUCT RESPONSIBILITY (continued) 4. EmEIGE
4.1 Quality Assurance (continued) 4.1 BEERE(E)

Product Quality (continued) EREE(E)
In 2022, the quality management system (ISO9001) —T-—F  AEETB AR A
certification of Shanxi Liulin Xingwu Coal Company HEREERECAFEEEERR
Limited, a subsidiary of the Group, is in its validity period (1IS09001)RFEE B MHIA » Wt &N
and is scheduled to be re-certified in 2023. T -FHRE -
Table: Coal quality control measures xR EEEGEE

Prioritize the type of support equipment and mining process that ensures coal quality
B BRENE R R B R T &

Develop a reasonable plan to ensure coal quality based on the actual situation of the mining site and monitor the

implementation of the plan

Conduct daily on-site inspection of coal quality and monthly acceptance of coal quality during the mining process
Develop special measures to ensure coal quality in the face of possible geological changes during the mining

process

RBFIBRSERER - SIEAETRRERE  UHAREEENETEE
HSRHREETRISRE - WRABRYKIRRIZTNRE
RSP AT BN E R BN - SIEEERRARERE

Production

£E

Delivery
B

During the reporting period, the Group did not recall any

Conduct coal quality inspection every half hour

Monitor and spot check the coal quality in the process of raw coal production and clean coal preparation
Conduct regular monitoring and inspection of clean coal preparation equipment and facilities

Collect and analyze coal quality data in a timely manner, summarize and provide feedback on any problems found
and take corrective action in a timely manner

B/ NESETT R E R

B BB R AE  REERBRPHEE

EREE BT HBRAERERE

RSB R GRS - HRROMEEITERRRE - I R RERA EEE

Randomly check the quality of ex-factory coal
Conduct batch-by-batch product quality checks at stations and provide timely follow-up and feedback on the
results

BEMMES R E 8
U HEEMESE - MFRRYRERESER

products due to safety and health issues. EEEmR e

BEHR - AEBEER L 2 E{2FRE
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

4. PRODUCT RESPONSIBILITY (continued)

4.1 Quality Assurance (continued)
Capacity Improvement

The Group is continuously optimizing its production
management and upgrading its equipment to improve
production levels. During the mining process, we utilize
the 110 green work method of roof cutting and pressure
releasing to maximize access to coal pillar resources,
improve resource recovery rates and extend the service life
of the mine. At the same time, we apply integral plastic
nets to alleviate the workload of frequent transporting and
network connecting, saving downtime caused by network
connections and effectively improving production work
efficiency. In the transportation process, to address the
lack of storage space for equipment trains in the coal pillar
recovery stage, we implemented a remote power supply
system. This system has eliminated the safety risks caused
by frequent pulling and moving of equipment trains. In the
production process, we have improved the production rate
of clean coal through equipment modifications.
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GOVERNANCE REPORT (continued) BRHRE @
4. PRODUCT RESPONSIBILITY (continued) 4, EmEFGE)
4.1 Quality Assurance (continued) 4.1 EERE(E)
Capacity Improvement (continued) EREIEH ()

Case: Technological improvement of the coarse Ffl: ESRFERERBELED BEARE
coal slurry separator feed pipe at Jinjiazhuang Coal #fffokiE
Preparation Plant

In 2022, the Group carried out a technical transformation of =2 = =4 » ANEE @4 HH R 7 2 # Ak
the feed pipes of the coarse coal slurry sorter. After technical & BB R flTekiE o BT - H @
discussions, we reset the sorting route of the coarse coal BN AZERKELZHEM  EFHRE TH
slurry by intervening in the branch pipe and installing valves, — BEJBH) D E AR - BRIK T AL ES# R E RS EL
reducing the content of coal slurry in the system at the stage RS = & WE R LIRHEFIEEY
of cleaning 5# raw coal and solving the problem of material RN TEAIERE » 2 F T IREAEER - it
deposition at the stage of cleaning 9# raw coal, improving the A& ANULES »

production rate of clean coal, which is expected to increase

revenue.
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Picture: Diagram of the technical transformation of the coarse coal slurry separator feed pipe at Jinjiazhuang
Coal Preparation Plant
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GOVERNANCE REPORT (continued)
4. PRODUCT RESPONSIBILITY (continued)

4.1 Quality Assurance (continued)

Capacity Improvement (continued)

In 2022, we aligned ourselves with the best practices of our
peers and focused on improving our capabilities in three
areas: product loading, electrical equipment management EXE
and production equipment management, thereby achieving
process flow and standardization of the production

~‘i§;

& @)

R 45
Bf ol
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4, EmEFGE)

4.1 EEREE)
ERIEH ()

ZEZF  RMEERTEFEER
ENFELKE  EAIREETEARE
ERE-EHEETRENRS  #
MEREEBENRECNELEL - 2
FIRAEREEIS% o

process, and have achieved a production efficiency of over

95%.

Table: Prioritized management projects in2022

kR TE_—_FEHEEEAR

Loading system management e Improve loading efficiency
KERRER ReRBEREX
Reduce the occurrence of coal loss
BMOERRARESE
Electrical equipment and facilities Improve basic management level of electrical and mechanical
management of grounding and distribution equipment
room REMEREEREIRKT

ERREREEOIEEEEE

Production efficiency management
EERRER

Reduce equipment start-up and stopping time and equipment
idling time

BAORBEXEERHRRBEEEERH

Case: Zhaiyadi Coal Preparation Plant applies automated

loading feeder

= :
H

REEXEBEABDLRELS

In 2022, the Zhaiyadi Coal Preparation Plant introduced a
rubber chain belt weighing feeder because the existing fine
coal loading and metering equipment is old and broken. At
the same time, we set up an automated loading control system
for the feeder to automate loading, effectively eliminating
problems such as blockage and misloading.
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

4. PRODUCT RESPONSIBILITY (continued)

4.1 Quality Assurance (continued)

Innovative Research and Development

Innovation is the inexhaustible driving force behind
the Group’s long-term development. The Group places
significant emphasis on enhancing the management of
technological innovation, providing incentives to employees
who contribute to innovative technology projects, and
actively promoting the protection of intellectual property
rights to safeguard its ability to sustain innovation. In
2022, we concluded our experiences and published three
professional papers, including Research on and Solution
to Problems of Permanent Magnetic Drive Pulleys in Lower
Transport Belt Conveyors, and obtained six national utility
model patents.
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4.1 BEERE(E)
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Picture: Utility model patent certificate for dispatch winch wire and automatic dipping, berthing and stalling installation
IREERMAENES
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

4. PRODUCT RESPONSIBILITY (continued)

4.1 Quality Assurance (continued)
Innovative Research and Development (continued)

Protection of intellectual property rights is a guarantee
for the Group to achieve sustainable innovation. The
Group complies with the Patent Law of the People’s
Republic of China, the Trademark Law of the People’s
Republic of China and other laws and regulations. It places
great emphasis on respecting the intellectual property
achievements of others while prioritizing the protection
of its own intellectual property rights. We continue to
strengthen our internal intellectual property management
and establish a protection mechanism to prevent
intellectual property violations. During the reporting
period, the Group did not have any intellectual property
infringement litigation cases.

4.2 Information Security Protection

The Group prioritizes the protection of customer privacy
and personal information security and regards it as a
crucial element for its stable development. The Group
strictly abides by the Personal Information Protection Law
of the People’s Republic of China, the Data Security Law
of The People’s Republic of China, and the Cybersecurity
Law of the People’s Republic of China, and formulates
the Regulations on Sales Confidentiality to strictly protect
personal privacy and data security. We established a
strict management system to control access to important
information such as customer information, strictly limiting
access only to staff with relevant permissions. During
routine operations, we explicitly prohibit the lending of
any sales-related files, contracts, data and other materials,
regulate the management of customer information and
eliminate the disclosure of customer information. During
the reporting period, the Group had no customer privacy
leak.
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4. PRODUCT RESPONSIBILITY (continued) 4, EmEEGE)

4.3 Customer Service

The Group actively fosters stable cooperative relationships
with its customers, committed to delivering a high-quality
service experience. The Group strictly abides by the Law
of the People’s Republic of China on the Protection of
Consumers’ Rights and Interests, promptly responding to
customer feedback and demands, actively reflecting on
problems, and learning from experience to improve service
quality.

The Group has established a management structure that
focuses on providing reliable and quality services to its
customers, enabling timely communication and feedback
on their needs. The Group’s sales team is required to
proactively maintain relationships with customers, focus
on efficiently resolving customer complaints, continuously
improve the customer complaint mechanism, and provide
timely resolution, real-time feedback, and attentive
rectification.

During the reporting period, the Group did not have any
customer complaint incidents and the customer satisfaction
rate reached 100%.
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4. PRODUCT RESPONSIBILITY (continued)

4.4 Supply Chain Management

R 45
Bf ol

The Group remains committed to upholding its mission
of maximizing the common interests of its business
partners. To achieve this, the Group has continued to
improve its supply chain management in line with its
business development needs, established efficient two-way
communication channels with its suppliers, empowered the
growth of its suppliers and ensured the safety and stability

of its supply chain.

As of the end of 2022, the Group had a total of 233

suppliers.

Table: Number of suppliers of The Group
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TEHERER  BEURMMEHER
LrRBEARE  HMeftEENE  RE
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®AKEEERHE

Indicator 2022 2021 2020
R =¥-=F _—T-_-F _"T_TF
Total suppliers 233 261 236
HEmAH
Number of suppliers by region China 233 261 236
miEIASNHERHE R KR
Overseas, and Hong Kong, Macau and Taiwan 0 0 0
BINRBRE
Number of suppliers certificated  Certified by ISO 9001 113 102 92
HERAEHE 1315090012
Certified by 15014001 50 70 60
181501400133 &
Certified by 15018001 33 70 60

JER1S018001:2 &
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ENVIRONMENTAL, SOCIAL AND I%{ﬁ HER
GOVERNANCE REPORT (continued) =D

4. PRODUCT RESPONSIBILITY (continued) 4. EmEIGE
4.4 Supply Chain Management (continued) 4.4 HEEEE(E)
In accordance with the Law of the People’s Republic of NEE G ETF(REARLIMEBIE
China on Bid invitation and Bidding, the Regulations BEE(PEARKNMBIBZERIZEE
on the Implementation of Law of the People’s Republic HIEB) FERER  BIECREER
of China on Bid invitation and Bidding, and other laws WE)ENEHE - BREEERIE
and regulations, the Group formulates internal rules and A BEERREHERRERE o

regulations such as the Regulations on Procurement to
achieve full-process management of suppliers from entry,
cooperation to withdrawal.

e Strictly implement the Company’s bidding management system and standardize the rules of supplier entry, and conduct
audits from multiple dimensions such as qualifications and certificates, business scope and technical level, to ensure
that the introduced suppliers meet the requirements of coal mine safety production

o EIRMITARBREEENELREHEREARY  LEEER  LLHE  RIUKTE2ERZETER
REINHER MR RER 2 EERK

~

e Implement technical agreements and relevant standards, and jointly inspect and accept products with professionals
from relevant departments to ensure the quality of products

e Implement dynamic supplier management, regularly assess their qualifications and certificates, production technology,
product quality and delivery capability, etc. classify the suppliers into three classes based on the assessment results:
excellent, qualified, and unqualified, and issue a supplier qualification assessment report

o ERMITARBREEENELRBHEREARY  LEEER  LE6E  RIUKTELERZETER -
REINHERE M EBER 2 EERK -

o HHERMETHAETE  THUHEEER  LERN  EREES  JNENFETER  BESRERBHER

\ DRER - A1 TABZEER - WHARERHERTERS j

B H

e Remove unqualified suppliers timely based on the assessment results

o HRBERER  REBERTABMER
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4. PRODUCT RESPONSIBILITY (continued)

4.4 Supply Chain Management (continued)

R -HER
ERHE @

4, EmEFGE)

4.4 HEREE ()

The Group prioritizes the sustainable development of its AEETEHERNIHFERR 75
supply chain and fully integrates the ESG development BIAESGERES - HENELTIE
concept, imposing requirements on suppliers in terms of B IRIBRETERDESK -

labor management and environmental protection.

Table: Supply Chain ESG Management

Labour management
BIER

Environment protection
RIFRE

xR HEHEESGER

Focus on the management of employees by suppliers and
require production suppliers to obtain occupational health and
safety certification

EIHERYEIMNER  BRAENHENESRERER

ﬁiwu =I5

Require production suppliers to obtain environmental
management system certification
EREEVUHEREGSREEEBARS

Give preference to sourcing products with green attributes
BARBERGEBUENER

Give priority to suppliers who can provide products that meet
national greenness and core enterprise greenness requirements,
and conduct on-site assessment of the pollution prevention
capabilities of prospective suppliers and makes requirements
BRERVEHTABERZEMEZLEREEMERER
M ER - SEAMEREIS AT NETRSEERZ - I
RHEEK
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5 WORKPLACE SAFETY

The Group is committed to safeguarding the safety and health
of all stakeholders. As part of this commitment, the Group
continually improves its safety management structure and
system construction to establish a strong line of defense for
workplace safety and a good atmosphere of safety responsibility
to safeguard the health and safety of its employees and
contractors.

5.1 Safety Management System

The Group places workplace safety in the forefront of its
work and, upholds the concept that “safety is employees’
best welfare and the enterprise’s greatest benefit”, and
has formulated internal systems such as the Assessment
Measures for the Workplace Safety Responsibility
System of Shanxi Fushan Resources Group Limited and
Implementation Measures for the Assessment of the Safety
Provident Fund for All Employees to strictly implement the
responsible workplace safety system for all employees.
Additionally, the Group breaks down safety objectives and
key safety work at all levels to guarantee the effectiveness
of workplace safety activities.

Workplace safety targets in 2022:
e Eliminate workplace safety-related casualties

e Eliminate major mechanical and electrical equipment-
related accidents

e Eliminate water prevention and control-related
accidents

e  Eliminate accidents of gas outburst and overrun
e Eliminate unplanned wind and power outages
e Application of Jinjiazhuang Coal Mine meets

national level standards with standardized safe mine
construction

R -HER
ERHE @

B/

Ul

ZEEE

AEBARESNGEBBINL2RBEER
off - KETEHA LR 2B ERBNHEZ
R BEEZEEENR  WURENLZEE
E5RE  REET AEEMNREREREZS -

51 Z2EERR

AEERLZEEEERNIFEEME -
ARERZEREIRENET  TER
PEHRRO MR IR - GIELTER
WEREEBRARNLZE2EEREHZE
BIWE(RERE2RBEEERERM
F)EABMHE  BBREEZELEE
EEES  HEZ2ARESH

Bhe 2 T1E
EITEES R  2EREZ2EEMLY

AEBNERIE -

—E-FRREERE:
o MBLEEEEABTEW

e MBBEAMEREREFN
o HMBPFIAKEEEHK

o MBRHTRL BRAEEEW
o MBESEIER - FEREEN

s HRSFHRELE
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5 WORKPLACE SAFETY (continued)
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5.1 Safety Management System (continued) 51 Z2EERAE)

To ensure the orderly implementation of workplace safety RREZ24AETENEFHRE &%
tasks, the Group has established a Workplace Safety ERETUESERDEL D EIEKIE
Committee. This committee is led by the general manager BREZBEBEA  ZFHMBEARKEN
and deputy general manager of safety and is composed REEEZE® w2 LEEEIBKLIE
of the heads of all departments. The deputy general BABA—KRZEHMEHT RN
manager of the Workplace Safety Committee convenes Be BFEARZE4EEGRE(LERE
monthly workplace safety analysis meetings and safety risk g HL2TEETHON - HHERY
identification meetings, and special quarterly workplace ZERBBETHI  E—PHRELEE
safety standardization meetings. These meetings aim to ERE - BtER - BB AEH—
analyze safety work, identify new safety hazards, and Re2TEgE BFEFAR—K%2
standardize workplace safety processes. At the same TiEBEEE UL TIENERIS)
time, the general manager convenes monthly safety work EITHRAREE - SEHRN - AEER
meetings and half-yearly safety work summary meetings to BELDEYW  DERTE2TENER
provide guidance and summarize the overall safety work. BERZE -

During the reporting period, the Group did not have any
safety incidents and has achieved the goal of zero accidents

in safety management.

Table: Main work of the Workplace Safety Committee R CECCHEREREEFREEFET

in 2022

Safety System and Institution Development
ZEBREGIZEER

Safety Management Action
TR BERITE

1

Strictly implement the national safety management policy and

the Group’s safety management system

BREEERL2ERRRESEL2ERGIE

Establish and improve the responsibility system for workplace

safety for all employees

BURREELRHEREH

Fully shoulder the main responsibility for safety and supervisory

responsibility

PEHERELRETIRETNEERME

Introduce and strictly implement the assessment and delivery of

the safety provident fund for all employees
BYBBRATEELRE2ABENEZNI

Implement the three-year action plan

HIT=F1T25T &

Carry out safety inspection, rectification and enhancement
activities

FRZEZAHE - KBA - ARMEH

Carry out safety evaluation and rectification work, implement
long-term supervision through settlement in enterprises in
mines/plants during the 20th National CPC Congress and at the
end and beginning of the year

FRZ2TEERTE  —+ABEAURRERFEVHEET
REBCRE HEERE
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5 WORKPLACE SAFETY (continued) 5 REEEGE)

5.1 Safety Management System (continued) 51 Z2EERAE)

The Group has established a safety management
mechanism with well-defined responsibilities. The
professional leader is in charge of managing professional
safety, the chartered mine leader takes responsibility for
managing the safety of the chartered mine, and the deputy
general manager of safety is responsible for supervising
safety to ensure the full implementation of the workplace
safety responsibility system. During the reporting period, all
three operating coal mines of the Group met the standards
of the level-2 national workplace safety standardized mine.

Safety Supervision Department:
Integrated supervision and inspection
of safety management
REEER
REEEHBEZ2EREIf

Leaders at all levels:
Safeguard
operation safety
BREAE
REXBZ2

Operation sections:
Safety management and
operation guidance
BEBNE
REEHEERIEE

Heads at all levels:

The first person responsible for the
safety management of the work site
BEHREABEA
RELEEE—HEA
EBETHRBENEEEE

AEEZUBEDRNRZZEEES -
Hef EXAERREHEEXRE B
BEEEAEEEEELE  TREAK
BRAREEE  2HEELXERLEER
Ehl - HEME - AEERFELETH
—EARESEIRR L2 A E —RIRE
Rt -

Picture: Responsibility system for workplace safety

B R2EERES
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5 WORKPLACE SAFETY (continued)
5.1 Safety Management System (continued)

Table: Workplace safety key performance indicator

R -HER
ERHE @
5 2224 ()

51 X2 EBEEZ (&)

®ZREERREN

Indicator Unit 2022 2021 2020
B B et —F—— —F_FF
Safety incidents Case 0 3 7
ZEFW (&3

Employee work-related Case 3 3 7
injuries

BT THER (&3

Working days lost due to work- Day 3 90 210
related injuries

ETTEHEEREH =

Employee work-related fatalities Person 0 1 0
BTHAIT A A

Rate of employee work-related % 0 0 0
fatalities

BTREIT R %
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5 WORKPLACE SAFETY (continued)

5.2 Occupational Health and Safety

|:|

HER

=0 )

5 RELEEHE)

The Group strictly abides by the Law of the People’s
Republic of China on Work Safety, and the Law of the
People’s Republic of China on Prevention and Control of
Occupational Diseases and other laws and regulations, and
has developed internal systems and taken various measures
to safeguard the health and safety of all employees,
contractors and suppliers.

Employee Health and Safety

We have developed the Regulations on Coal Mine Safety,
and continually strengthened the safety management by
reinforcing the safety management policies and plans,
regularly issuing special protective equipment to jobs and
individuals, conducting staff medical examinations and
strengthening education and publicity on occupational
health and safety, thereby creating a safe and health
human centered working environment.

52 BERERZE

AEEBEBET(REARANEZ 2
EEZI(PEARKMBEBER A
E)FRBRER  BIEREHIE - ZE
W REZEET  ABRHEMER
MRREZ E -

EIREHEZS

BAHECRBRL2RIE) BBTER

2HIEHRE - FHIE E AR A R
HIRITER S FES8 TR - hoRikk
¥RREETE2NUBEEEEEE  TH

MRZ2ERTIE  BIEUARENR
2 BEMTERE -
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5.2 Occupational Health and Safety (continued) 52 B¥RERZZ(E)

Employee Health and Safety (continued) ETREHEZTZ(E)
Table: The Group’s occupational health and safety R OEEERERELTDIHEREE

protection measures

Improving safety systems and planning
TEZRHERSAS

Formulate detailed implementation plans and annual plans for the prevention and control of occupational
hazards according to the actual situation, and clarify the work responsibilities of personnel at all levels

Set up notice boards to announce the rules and regulations, operating procedures and emergency rescue
measures for occupational hazards in a timely manner
REERERGIEFAOBELEARESRAFEE - ARSERABNTIERE

RENEW  HEMBREFRHENREE - BRIERE  BERCEFREINEEEEITRFNE S

Disbursing Safety Protective Equipment
BHRZ2HERR

Allocate sufficient funds to purchase protective gears from the safety-related expenses every year to equip
and upgrade employees with clothes, safety hats, dust masks, waterproof boots, trackers, etc.

In 2022, more than 11,070 pairs of dust-proof masks, more than 94,600 pieces of dust-proof filter cotton,
4,720 pairs of ear plugs, more than 3,090 sets of work clothes, more than 3,010 pairs of rain boots and
more than 2,880 safety helmets were issued

FELXRIERERQFELE  ARERERENTIER 2208  HEAOS - kst - B850
A

T AFRHENE 11,070808] - FHERIEIT 94,6008 « H3E4,7208 - TEAR 3,0904E -
¥t 3,010 % - 2218 2,88084T8

Organizing Regular Health Check
Y

®  Establish occupational health records

*  Organize annual occupational health checks for all employees and pre-employment medical checks for
employees exposed to occupational hazards

*  Off-duty occupational examinations were carried out for personnel leaving the workforce, the results of
occupational health examinations were informed in writing as required, and corresponding re-examinations
were arranged for personnel with abnormal medical examination results. 153 personnel leaving the
workforce in 2022 underwent all participated in off-duty occupational health examinations

o EUBEEEER

- ESEEAMIEETRRBXEFER HRBREEEREINE THETABER

o YHEEARHRBMBERS  BRATHBRECRRSHEREASH  HEREREBASLZH TR
MEE  —EF 0 IS3REEARET TH2ET EREERRS )

-

Safety Education and Publicity

o] =
REHHHEEE

*  Participate in occupational health and safety courses organized by the government and relevant institutions
and obtain the corresponding documents

*  Provide occupational health training to workers before and during their employment in accordance with the
regulations, and ensure that the content, duration and period of training meet the requirements of the
regulations

®  Post occupational disease hazard notification cards in workplaces and jobs where occupational disease
hazards exist

*  When concluding or changing employment contracts with workers, clearly inform them of the occupational
disease hazards that may arise in the course of work and their consequences, occupational disease
protection measures and other information

*  Enhance workplace safety education and training for employees to raise their level of awareness of safety
risk factors

o 2EPTRIBREERNNBEREL 2 RIE - WEUSHERE

o RMTEY LM ERBROSSEETREGESE  BIRE  HIIKBAEIBEREHERESR

o HEFEBERCENIESM  EEEUREBERLEESHR

o BMUEHEITUNETLEYAERASERENTIEBREPAIREENBEREETRAER  BERDEEE

E2EFN
o IREIEBEIRRSEHEMEIIE  BESEIHLT2RARERNRHKFE

- J




T oFFH ERELEREEERAT 73

ENVIRONMENTAL, SOCIAL AND i
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5 WORKPLACE SAFETY (continued) 5

5.2 Occupational Health and Safety (continued)
Contractor Health and Safety

The Group places significant emphasis on ensuring the
safety of contractors by conducting inspections and training
their workforce, providing safe working conditions, and
protecting all employees from health hazards and injuries.
To improve and implement contractor safety management,
we require construction companies to sign workplace
safety responsibility letters with project departments,
creating a healthy working atmosphere and safe operating
environment. At the same time, we set up dedicated safety
management positions responsible for communicating,
implementing, and supervising the implementation of the
Group's safety system. They carry out daily supervision of
contractors’ workplace safety and conduct regular safety
inspection activities to ensure the orderly implementation
of contractors’ safety work. For work involving high safety
risks, the Group categorizes the sources of hazards and
develops corresponding workplace safety contingency
plans.

B g2k
SRS @

ZEEEGE
5.2 BERERRZ 2 (H)
FAEHRERZE

AEEIEHABHNLEER  FR
AEBEETA BRSBTS ELRE
HLZ2O TGN - REEZEBTEAR
RRXEFERELGE - RABERBETE
EIBR MR LELEEEESE <&
MEEABRLEERTE  2ERR
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RELXZAEEHEER AEEE
BMAEEERELZ2HRNEER -
HEEENEEEEETARES
HRARZE2REEY  BREABHLE
EETIFARET - HHZ2ERES
MTHE » NREBETREBIRDE - A H
THENTZPEERSTER -

=i

Case: Zhaiyadi Coal Mine's on-site supervision

In 2022, the Group carried out a four-month 24-hour on-
site supervision at Zhaiyadi Coal Mine. During this period, we
conducted daily morning meetings and pre-shift meetings
to emphasize the safety norms of work at the mine, and
completed 77 safety supervision tasks, including the major
inspection, remediation and upgrading activities, special
inspection of hazardous chemicals, special inspection of
heating, special supervision and safety inspection activities,
which fully ensured the workplace safety of Zhaiyadi Coal
Mine.

A RERARERREEETE

2o —F  SEHREAMEUEANEE
[REEHE24/ N B IR PR IR ESE T 1F - 23R -
EZMERFRREASHIAE @ AHRAES
TENZEHE  TEMANRERER
RAES - BRI EHES - HEEE
B HBEBE  ZEAREBEHSITEL
2EETE 2EARETEERREBENE
EXE e
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5 WORKPLACE SAFETY (continued)

5.3 Workplace Safety Management

The Group has always adhered to law-based order and has
made the protection of life safety and health the priority
of all safety work. We strictly implement safety measures
such as “One Ventilation and Three Preventions” and
emergency drills, and strive to provide a healthy and safe
working environment for all relevant personnel.

Management Measures of “One Ventilation and
Three Preventions”

The Group places importance to mine ventilation, gas
prevention, coal dust prevention and fire extinguishing
(“one ventilation and three preventions”) for safe
production in the coal mine, and has formulated the
Management System of One Ventilation and Three
Preventions of Shanxi Fushan Resources Group Limited,
Disaster Prevention and Treatment Plan, Operating
Procedures for Each Type of Work of One Ventilation and
Three Preventions, Operation Standards for Ventilation
Facilities and other internal documents to standardize
the management standard of “one ventilation and three
preventions” and the workflow of emergency disposal of
accident rescue and danger. We have established a “one
ventilation and three preventions” management system
led by the chief engineer, and set up a “one ventilation
and three preventions” department. The Group formulated
annual and monthly targets for “one ventilation and three
preventions” according to the annual “one ventilation and
three preventions” management implementation plan, and
carried out assessments, and imposed penalties for failure
to meet targets, the existence of “one ventilation and three
preventions” hazards, the occurrence of “one ventilation
and three preventions” accidents and serious violations.
In 2022, the Group organized monthly meetings, carried
out the quarterly special inspection on “one ventilation
and three preventions”, and launched a mine safety risk
identification activity.
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5.3 Workplace Safety Management (continued) 53 REEEEE(E
Management Measures of “One Ventilation and [—B=fp | EEEE(E)

Three Preventions” (continued)
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Picture: Management System of “One Ventilation and Three Preventions”
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5.3 Workplace Safety Management (continued)

Management Measures of “One Ventilation and
Three Preventions” (continued)

The Group attaches great importance to gas forecasting
and prediction. In 2022, we conducted on-site mine
analysis, supervised and guided mines in making
gas forecasts and predictions based on geological
characteristics and gas-bearing conditions, and reinforced
the management of mine ventilation systems, gas
dynamics, pyrotechnics, fire prevention, and suppression.
We have also implemented graded safety monitoring and
control measures to address any abnormal problems or
hidden hazards. During the reporting period, the Group
has rectified all identified potential problems and achieved
the target of “zero” gas overrun.

The Group continued to update the equipment for “One
Ventilation and Three Preventions”, and accelerated the
digital transformation to ensure the safety of workers and
enhance work efficiency. For gas management in unmined
areas, we introduced 1,000m drilling rigs to strengthen
gas management in unmined areas, and implemented
the gas extraction effect sub-metric evaluation system to
reduce manual gas data monitoring and improve data
accuracy. To further strengthen the gas management in
the collection area, we installed a secondary fan remote
control system to prevent gas overruns caused by untimely
gas discharge during gas discharge procedures. Since the
system’s implementation, there have been no gas overruns.
Moreover, we also employed a rapid gas content measuring
instrument to facilitate timely grasp of gas bearing in the
coal seam. Furthermore, we adopted automatic pneumatic
dampers to prevent worker trapping and injury incidents.
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5 WORKPLACE SAFETY (continued) 5 RE2EEE
5.3 Workplace Safety Management (continued) 53 Z24EEE (&)
Management Measures of “One Ventilation and [—EB=F | EEEE(E)

Three Preventions” (continued)

The Group continued to strengthen the training and REBERFEMREET A BRIETIHEEE
development of mining personnel. During the reporting NRATIIE - MEMA - HPIHEFART
period, we conducted seven retraining sessions for special REBEZEAEBEFI  1REKRIRE
operators, one practical and theoretical study and training FREERBEE  2HHZEAR
for special professions, two training sessions for ventilation RARMEMEOIEIIE - LR2K
team leaders at each mine and two training sessions on the CHREE B AR B E 1 - 25t
Guides on Fire Prevention and Extinguishing in Coal Mines, EE[—B=F ] TENEIEKYF -

to improve the management level of the Group’s “One
Ventilation and Three Preventions” work.

Case: Jinjiazhuang Coal Mine conducted inverted %l €XHFEBHARKEER
ventilation drills

In 2022, Jinjiazhuang Coal Mine carried out an inverted —ZT == @XHEEBHEZEF 5
ventilation drill of the main and backup fans in the No.1 return  [B] &3z F A1 — 5% B @57 £ -~ FRE KRR
air shaft and No.2 return air shaft of the entire mine. During &% ° J&E R T L EHMEM EE
the drill, we rehearsed the prevention and emergency disposal =R & TEEITELR - 17 TR IIEA
of mine disasters, thus improving the miners’ early warning B¥RBHEENTBELEHE L EZRSRE
and emergency response ability when mine disasters occur. EEPAID

on =W~ P 1ot

Picture: Jinjiazhuang Coal Mine inverted ventilation drill in 2022
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5 WORKPLACE SAFETY (continued)

5.3 Workplace Safety Management (continued)

Emergency Management

The Group adheres to the policy of “safety and prevention
first”, establishes and improves the emergency plan
system, and formulates internal emergency management
documents including the Guidelines for the Preparation
of Emergency Plans for Production and Safety Accidents
in Production and Operation Units, the Emergency Rescue
Plan for Accidents in Shanxi Fushan Resources Group,
and the Emergency Plan for Safety Accidents in Shanxi
Fushan. We also utilize information technology to support
emergency management work, and conduct specialized
emergency drills and training to enhance our emergency
management capabilities.

The Group maintains a focus on improving the security of
its information system data and emergency management.
In 2022, we successfully conducted security level
protection assessments on various systems, including the
security monitoring system, personnel positioning system,
yield monitoring system, image surveillance system and
information technology-based integrated monitoring
network of the three mines to realize uninterrupted
monitoring of key links, detect potential accidents in
advance and eliminate them at the source.
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5 WORKPLACE SAFETY (continued)
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5.3 Workplace Safety Management (continued)

Emergency Management (continued)

The Group continues to enhance its response capability to
emergencies by organizing emergency drills and training
sessions. In 2022, the Group conducted 33 emergency
drills, including three comprehensive emergency drills,
15 special emergency drills, and 15 on-site disposal drills.
In spite of the daily emergency plan training for the coal
mining team, we organized one emergency training for
all employees and six emergency training sessions, with a
total of 3,216 attendances and 3,216 hours of training, to
further strengthen the understanding of all employees on
the emergency disposal process, measures and precautions
for various types of accidents.

53 ZE4EEEE )
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Picture: Emergency drill in 2022
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5 WORKPLACE SAFETY (continued)

5.3 Workplace Safety Management (continued)

Safety Risk Prevention

Given the high-risk nature of the coal mining industry,
the Group has increased its efforts to identify and prevent
various types of disaster risks, including gas, coal dust,
fire, roofing and rockburst. We are gradually improving
our infrastructure construction, striving to reduce the
occurrence of disaster accidents and making every effort to
safeguard the lives of employees and the Group's property.

The Group formulated and issued the Three-Year Action
Plan for Special Rectification of Workplace Safety, outlining
its political work for ensuring workplace safety across four
stages: mobilization and deployment, investigation and
rectification, centralized tackling and consolidation and
improvement. During the reporting period, the Group
has comprehensively identified, assessed and ranked the
existing risks and formulated effective preventive and
control measures. We identified and addressed any gaps,
problems, or significant hidden hazards that emerged
during our prevention and control process, and enhanced
our chain of responsibility, institutional achievements,
management methods, key projects, and safeguard
mechanisms to achieve the “elimination of potential
accidents at the root”.

A Safe and Intelligent Work Environment

To reduce health and safety risks in the workplace and
improve the work environment, the Group is promoting
the construction of a comprehensive system optimization
and equipment upgrade project.

Workplace safety

Maintaining a safe work environment is crucial to the well-
being of our employees. The Group regularly conducts
tests on the hazards in the work environment and actively
promotes the construction of system optimization and
equipment upgrade projects to ensure the health and
safety of its employee working environment.

B
=

HER
SE & E)

5 RELEEHE)
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

5 WORKPLACE SAFETY (continued)

R -HER
ERHE @

5 RELEEHE)

5.3 Workplace Safety Management (continued) 53 Z24EEE(H)

Safety Risk Prevention (continued)

LR ERENERRE(B)

Workplace safety (continued) Tt EE)
Table: Measures to create a safe work environment in R CECCHEBEVREEBRENE
2022 B

|dentification of risk factors

TS il

Equipment update and maintenance

REE R

Carry out annual workplace occupational hazards testing. In
2022, a qualified occupational health technical service agency
has been commissioned to test and evaluate the occupational
hazard factors in the workplaces of the three mines and three
plants, and corrective measures are made according to the test
results and the declaration of the occupational disease hazard
factors is completed in the workplaces
FRFEERSANBERLERZRA  —T-—F 2%
R EENRER AR RIS HE S =& =M IEF5 a0 R
XBEERRETROTE - WARERROR 4 R L B SIEE
TR TEESMBEREERREAERRIE

Zhaiyadi Coal Mine carried out the inspection, identification
and control of “dangerous sources of trackless rubber-tyred
vehicle”, and all special vehicles were equipped with backing
voice reminders
REERBEORBENRBRECHRRINREFHMEETIE
I PR R PR R W N I EE R E AR B

Xingwu Coal Mine promotes the use of polyester fiber plastic
nets to reduce the need for front-line staff to frequently
transport and connect nets, thereby reducing the safety risks
associated with connecting nets
EEAEEEEAREREENE  BRE—RIEABRE
B ERNIF  EMREEETRNZ AR

With the Xingwu Coal Mine as a pilot, the Group carried

out equipment spot checks and maintenance seminars,
strengthened the equipment lubrication management
featuring “fixed point, quality, time, quantity and person”,
and established a full life cycle table for major mechanical and
electrical equipment to ensure the safety of operators
NEEAERSAE  FEREBHRTEEAS  RICRER
EIEBRER  YHIZMERERZZEmBANE - REE
EYN=Lkas

The application of auxiliary transport lanes in Xingwu and
Jinjiazhuang has increased the efficiency of auxiliary operation
by 30% and reduced the intensity of workers’ transport by
80%, thereby solving the problems of safety hazards and low
operation efficiency of the rail transport system

FEE SREEAWHYERS  WHETHERES30% -
AT AEHRERIKSO% AN BERZALEZRE
% BITARERRE
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

5 WORKPLACE SAFETY (continued)

5.3 Workplace Safety Management (continued)

Safety Risk Prevention (continued)
Intelligent Production

The Group is committed to ensuring operational safety and
promoting intelligent construction to enhance workplace
safety. To this end, we have developed and issued the
Guidance Manual for Intelligent Coal Mine Construction
in Shanxi Province, which specifies the objectives, content,
technical path, implementation steps and investment scope
of intelligent coal mine construction, and standardizes the
nine major systems of intelligent coal mine information
infrastructure, geological security system, digging system,
integrated mining system, main transport system, auxiliary
transport system, comprehensive security system, safety
control system and operation management, etc. The
technical standards are customized based on mine type,
production capacity, service life, geology and other factors,
and we have created a configuration route table for
intelligent systems to enable intelligent remote control of
production links in coal mines and coal preparation plants.
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ENVIRONMENTAL, SOCIAL AND RE HEEK
GOVERNANCE REPORT (continued) BEREE @
5 WORKPLACE SAFETY (continued) 5 ZREEGE
5.3 Workplace Safety Management (continued) 53 Z24EEE (&)
Safety Risk Prevention (continued) B EBRMELEE ()
Intelligent Production (continued) HELEE

Case: Application of intelligent integrated mining XRf| : BftAREHENER
equipment

In 2022, the Group installed intelligent integrated mining —ZF = —4F » NEBR S RAEE - 12
equipment at Jinjiazhuang Coal Mine and Zhaiyadi Coal Mine, EEELZHEEGFEEE Y EBRBM
which has passed the acceptance of Lvliang Energy Bureau. BE/RBEIERIL - WA R EEMNE - KB
Through this equipment renovation, the mines’ digging work  ## TRUR A HI8% A H + Al T — 45
efficiency has increased by about 8%, and has prevented front- TRIFEH THESEREER 5@EMT
line workers from going underground to carry out high-risk 1 » KKIRF 7T Z 2z -

factor and high-intensity work, which has greatly enhanced

the safety benefits.

Picture: Intelligent integrated mining equipment
BB LR
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GOVERNANCE REPORT (continued) ERmE@®
5 WORKPLACE SAFETY (continued) 5 REEEGE)

5.3 Workplace Safety Management (continued)
Safety Risk Prevention (continued)
Intelligent Production (continued)

To promote the orderly development of intelligent coal
mines and increase awareness of intelligent coal production
among all employees, the Group regularly conducted
publicity and interpretation activities on policies related
to intelligent coal production, and promptly promoted
the progress of intelligent construction work and typical
experiences in Fushan Resources Newspaper and official
WeChat account. During the reporting period, we
actively studied successful experiences and outstanding
achievements in intelligent coal mine development within
the industry, creating a positive environment for the
development of intelligent coal mines.

53 Z2HEEEE(E)

R2ERENEFRE(E)
HELEE)

REFHERESECERE ik
F2EUERIEREENRM
IR RS e b ik A E AR R m*
EMEETE  WRNEEELEER
%ﬁ?1ﬂ&ﬁﬂ%%ﬁ@Méﬁﬁﬁ
WERARFETHEN - HEHR - B
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

5 WORKPLACE SAFETY (continued)

5.4 Developing a Culture of Safety

RIE #HER

ERHE @

B

5 RELEEHE)

The Group is committed to cultivating a strong safety
culture through a range of training and activities. We
proactively provide various types of safety education,
training, and publicity in accordance with the Regulations
on Coal Mine Safety to enhance the technical and
operational capabilities of all operators.

During the reporting period, the Group conducted a
total of 26 workplace safety and occupational health-
related training sessions both online and offline, with
5,729 participants in attendance. In addition, the Group
conducted random examinations on workplace safety
responsibilities for all employees and safety culture
examinations for 100 types of work for 25,134 participants,
which effectively enhances employees’ awareness of their
responsibilities in workplace safety.

Table: Statistics of Workplace Safety Training

54 ZE2X{LER

REBBBZ TTCHIEI AT - &
REFNRZEXEFE - BFIRE KR
ZERE)  BEHREBELE2HER
JEEE - B 2REEABRNRMR
fERET] °

RMEHR  AEEFRARLE - B THAL
EAR  ARZEEENRBERER
SRS 268K - 55315,729A
e ltih REBEHRE28LEHEESR
EdlHE - WE00EALEEITLE X
{EZ &, - K8 AKE25,134 0 BABT
TEEESTEH

=N o
/5 Al

® I REEEZIIRG

Indicator Unit 2022 2021
EE B —g—-= S
Employee workplace safety drill and training Participant 4,145 3,413
BT R 24 EBRRIE AR
Hours per 20 20
participant
A B
Employee occupational health and safety training  Participant 4,145 3,413
B TR EEREZ 2IE AR
Hours per 5 4
participant

A BB
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WORKPLACE SAFETY (continued)

Ul

5.4 Developing a Culture of Safety (continued)

HER
SEEAC )
224 ()

54 Z2LEHK(E)

Case: Mining workflow standard selection activity

In 2022, the Group carried out benchmarking and selection
activities for job workflow standards, driven by the construction
of basic organization, work and capacity, and party workers,
party group leaders and party member vanguard, and with the
standardization of workplace safety as the main line. During
the activity, we continued to promote the “six transitions”
in workplace safety, strictly implemented SXFS01-70
operational standards and standardized job workflow, and
provided training for operators on standardized job workflow
and organized sufficient exchanges and discussions among
employees. This deepens their knowledge of standardized
job workflow, and promotes the formation of the good habit
of “doing standard work” and “combining learning with
practice”, thus making the process standards for job operators
normal, unified and standardized.

R RIEEUEERREERTH

—E-—F KREENUZE|EZR  [=
T IBHAERED  UWEEEEZELAEE
R RAERTEMEEREZESEZ 78

EE) o EBHRE RS EHRDLEEE
[FNEEE ] - BI&EESXFS01-70IEE%

BREMELIERREREL  /IEXEAR
HEMIEXEREFEECETHEIALAHKS
THETT AR - IRT ELA
BEHERRERE LR - (REEKI#

RAEE - LREM I B[HITE —INRIFR
1B HMESELIFRABRERESE

1t~ BIEfL - REfk -

Picture: Mining workflow standard selection activity
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

6 GREEN DEVELOPMENT

The Group is committed to the principle of green development
and is actively addressing climate change through various
initiatives. It continues to enhance the clean production and
utilization of coal-based energy, vigorously promotes energy
conservation, emission reduction and pollution prevention
by improving energy utilization efficiency, strengthening the
construction of green mines and promoting the protection of
water resources and biodiversity, thereby contributing to the
construction of a green home for the earth.

6.1 Coping with climate change

Against the backdrop of the national goals of “carbon
peaking by 2030 and carbon neutrality by 2060” and with
more extreme weather events occurring, the Group has
prioritized climate change governance. It fully implemented
the relevant requirements of the State Council to
support the 2° C temperature control target of the Paris
Agreement reached by the parties to the United Nations
Framework Convention on Climate Change by 2022.
With reference to the framework and recommendations
of the Task Force on Climate-Related Financial Disclosures
(TCFD), the Group has established a climate change
risk management structure and conducted research to
identify a number of opportunities and physical climate
risks that may impact its business. It has also implemented
effective measures to adapt to and mitigate the impact
of climate change on business operations and sustainable
development. Moving forward, it will continue to enhance
the capacity to address climate change and contribute to
the fight against global climate change.
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BROBRE
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6 GREEN DEVELOPMENT (continued) 6 ZEEBRE(E

6.1 FEXREEL ()

6.1 Responding to climate change (continued)

Table: Climate Change Risk Identification and x  RIRE LRSI R EY

Response
Risk Type Risk Category Risk Description Response
g ki) . B 3 o B 4 gy
Physical risks Acute risks Risk of extreme > Damage to production and > Introduce a digital operation
1 TR precipitation, operational facilities could and maintenance platform for

flood easily result in a risk of mineral
mPEk ~ K

online real-time monitoring of

deficiency.
ENRHER

production and operation data to
provide timely warning of safety
hazards.

SIANBFLERTEHEES

> May pose a threat to the EHBRESEREN KRS
personal safety of underground RRRBHETEE -
personnel.
AEEFTIEABAGRS Reqularly inspect susceptible
EEHE - equipment and facilities, and
repair any damage in a timely
> Increase the risk of flooding of manner to avoid expanding the

production facilities downhole
and in low-lying areas.
AREEHTRUREERR
64 EE AR p B K EBRIE AN o

impact.
THREHITENRBER
M MBEBEREEERRE

I=787-
N7 &
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

6 GREEN DEVELOPMENT (continued)

6.1 Responding to climate change (continued)

Table: Climate Change Risk identification and

Response (continued)

RIE #HER

BIAHRE @)

6 REREGE

6.1 FEXREEL ()

*®  RIRBCERRRER R EY ()

Risk Type Risk Category Risk Description Response
E s ER . B L B 3k FEH 15 i
Extreme heat > Impact employee health and > Provide relevant labour protection
REKRR, safety. materials and equipment for
HETRELZDENTE - employees.
REIRMEBLEDHRENE
>  Additionally increase costs for I
temperature regulation at the
mine and maintenance of coal >  Develop emergency plans related
production facilities. to extremely hot weather.
FEHME INEE R Z 38 7 A A A HlEEBRREBOESTE
ERR A EREAR £
Extreme coldness > Impact employee health and > Provide relevant labour protection
BEXR safety. materials and equipment for
HETRELZDENTE - employees.
REIRMEBLEDRENE
> Additionally increase costs for R -

temperature regulation at the
mine and maintenance of coal
production facilities.

FEHME IR R F A AR
ERREEERENA

>

Check the operational status of
coal producing units regularly
during the winter.
ELXETHREEREEET
REE o

Take extreme cold weather into
account when building new
mines and new installations.
ERZTERMNAEER BT
BRAMAEZRE o

Add temperature protection
measures to existing production
units.
REANEEEEEMRER
EETE o

<718
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6 GREEN DEVELOPMENT (continued)

6.1 Responding to climate change (continued)

Table: Climate Change Risk identification and
Response (continued)

RIE #HER

BIAHRE @)

6 REREGE

6.1 FEXREEL ()

*®  RIRBCERRRER R EY ()

Risk Type Risk Category Risk Description Response
g ki) . B L B 3k FEH 15 i
Natural disasters > May threaten the personal safety Develop contingency plans for

Transition risks

B E R

Policy and legal
risks

R BUA R

Climate warming

= 4=4

AR

Environment
information
disclosure
compliance risks
REEERE
EHER

>

of workers.
AEREIAAEZRZR -

May cause damage to property.

AJREAER I IRLK

Increase risk of heat waves,
droughts, fires and maintenance
costs for production and
operation facilities.

ENER ZE - AKHR
B EMEELERBHHEE
REMA

Local regulators strengthen
their focus and requirements
on climate change or carbon
reduction in enterprises.

BB E B MR X R
BB R ER -

disasters.
HIEP K ESTER -

Develop contingency plans
related to climate risks.

T SR R L fex A B RO B & TR

=

e

Regularly monitor climate
conditions at the mine climate
change warning information in
real time.

T A B ORIRE (R PR AE 3 ORI 15
- ERETIREE(LEER
Boe

Strictly follows compliance
requirements for environment
information disclosure.
BRERBARERETRERE
B

Use digital platforms to monitor
environment data in real time.
FREFLTREREERE
g -

Conduct assessments of climate
change risks and opportunities.
BB R IR (R A ST
i o
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

6 GREEN DEVELOPMENT (continued)

6.1 Responding to climate change (continued)

Table: Climate Change Risk identification and

Response (continued)

RIE #HER

BIAHRE @)

6 REREGE

6.1 FEXREEL ()

*®  RIRBCERRRER R EY ()

Risk Type Risk Category Risk Description Response
E s ER B3 A LB 4 FES i
Energy mix risks > In the context of the energy > Pay attention to industry

Technology risks

et B

REREERR

Low-carbon
technology costs

IR BT A

transition, there is growing
demand for low carbon
technologies and services from
downstream industrial customers
and potentially lower demand for
coal mining.
ERRERNKERT T
T XX P SRR 82 AR 75 Y
FRERER  HREF KA
REREIE o

The introduction of a number
of energy policies in China has
increased the Group’s operating
costs and compliance risks.

REE B ZHEERBE - 20
AEBEHNKERAMEHR

G o
PR

In the face of the advancement >

of carbon emission reduction
targets, the Group needs to
introduce and develop low-
carbon technologies, increase
cost investment, improve the
application of environmental
protection technologies and
processes, reduce carbon
emissions and ensure the
continued stability of production
and operation.

mEBBRTERENHEE K&
B ol AFNEF R BT - AN
RAEABA - 175 R KM A
M B BKT - BRI EER
B ORBREAELLNFER

TE °

dynamics and policy changes, and
adjust its business development
direction in accordance with the
policy when appropriate.
BAETEBERMEEL &
RRERRABREIEBER
Ja e

Explore and use greener
production technologies that are
more energy efficient and reduce
consumption to lower production
costs.
RREITHEAEHEERENEE
HERM - BEEEKAK -

Continue to promote low-carbon
technology transformation,
optimize operation strategies
and apply digital intelligence
to manage the Group’s carbon
emissions.
FERERRRMIE - Bk
EERE  ERYELRME
BASEBEBIER

Set environment targets based
on our own production and
operation characteristics and
regularly track the progress of
our targets.
BEESLEELRHHITR
AR YTHERBRE
R o
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6 GREEN DEVELOPMENT (continued)

6.1 Responding to climate change (continued)

Table: Climate Change Risk Identification and

Response (continued)

RIE #HER

BIAHRE @)

6 REREGE

6.1 FEXREEL ()

*®  RIRBCERRRER R EY ()

Risk Type Risk Category Risk Description Response

E s ER B3 A LB 4 FES i
Market risk Changes in market > Customers will increasingly >  Focus on coal mining and actively
5@k demand demand low-carbon and efficient promote new businesses such as

mERRER

energy solutions, which will have
an influence on the market share
and profitability levels of coal
mining products.

B P R K BRED A2 B0 B2 R ROk
ARFJREERMK - gHE
TR E m BT 55 0 B A & R K
ERTE -

Carbon market trading is
gradually improving and
requirements are becoming
increasingly stringent.

MG HESTE

2K H

green finance, air treatment and
low-carbon production.
NHEBEHREAT  BHRAEZ
Bem - TRAE - BREE
SEEMER

Develop new coal products
with lower emissions and lower
energy consumption.
FREHERED  EREENM
BB REm

Pay attention to changes in
carbon market policies and strictly
comply with the requirements of
the carbon market and carbon
trading.

OISR EL  BRE
FHRTEHERBRZHHNZAR
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ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT (continued)

6 GREEN DEVELOPMENT (continued)

6.1 Responding to climate change (continued)

Table: Climate Change Risk Identification and

Response (continued)

RIE #HER

BIAHRE @)

6 REREGE

6.1 FEXREEL ()

*®  RIRBCERRRER R EY ()

Risk Type Risk Category Risk Description Response

E s ER . B L B 3k FEH 15 i
Waste disposal > With the increasing domestic >  Explore more efficient and cost
cost risk demand for solid waste treatment effective ways to dispose of
FEEMRIE and ecological restoration, the waste and consider recycling
[pNE cost of mine waste treatment will waste.

be affected to some extent.
BEEREAEEEEEMEEE
BRI AREN BREZE
MEERAEEXIH -
2 .

RRESH  BRANERY
BETA - EESEERNE Y
BFIA -

Consider adding waste treatment
units to the design and
construction of the plant.

FERR R 2R AT 2 R 2 B A0 AR
EMNEEELEE -

Promote the use of emission
reduction technologies in
production and operation.
HEEEEL TR RN RE
o
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6 GREEN DEVELOPMENT (continued)

6.1 Responding to climate change (continued)

Risk Type
EkRER

Table: Climate Change Risk Identification and

Response (continued)

Risk Category
. B

RIE #HER

BIAHRE @)

6 REREGE

Risk Description

ENGg g

6.1 FEXREEL ()

*®  RIRBCERRRER R EY ()

Response

JiFagi)i

Reputation risk
BEER

Stakeholder
concerns

M AR5 BEE

As the Group is an energy >

company, its performance in
environment protection and
carbon emission reduction
may not meet stakeholders’

expectations, resulting in >

significant negative public
pressure on the Company, which
may affect its image and result in
loss of revenue.

ERBEREE  AREHRR

BT ENRRAENT >

AMEEBLES  SHAAF
AXBEANAEERES €
MEBRRATR - ERRAR
% o

The construction and operation
process of the coal mine plant is
prone to have negative impact

on the surrounding communities >

and ecological environment.
IR R 2R RELBIZA 8
HBEBHRBRRERRREKE

B 988
2 -

Regularly review emissions
reduction performance each
year.

BETHREE SRR -

Strengthen stakeholder
communication and fully
understand their aspirations.
MAEFREBLER THT
FRECERSK o

Regularly make dynamic
adjustments to future action
plans based on work progress
and accurately plan low-carbon
development pathways.
THRETHEERBRAEARK
TEHRAETHRAE  BE
REERERRERE -

Conduct environment impact
assessments at the design and
planning stage, strictly monitor
pollutant emissions during the
operational phase, and carry out
ecological restoration work after
the end of mining projects.
ERAREBRETREYE
AE EELRRERBEAS
FYBW - ERRBRAERE
B A REWRTE T4k o
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ENVIRONMENTAL, SOCIAL AND {Eiﬁ HER
=

GOVERNANCE REPORT (continued)

6 GREEN DEVELOPMENT (continued) 6

6.1 Responding to climate change (continued)

Climate change presents both risks and opportunities for
the Group. As such, we did not only identify and respond
to the above-mentioned climate change risks, but also
focus on the opportunities that come with transitioning to
a low-carbon economy and working to incorporate these
opportunities into daily operations.

Table: Climate Change Opportunities

SRS @

BREREE)
6.1 FEXREEL ()

SRR B AL AN 5 B 7 2R L O R B B 75
KTHE - Bt BATES LdRE
BCRBETHINER  BRERMRT
RIECERRE - YE N ELEHB
BIERAZIEEESD -

R RIERSHE

Opportunities Description
Resource efficiency > Energy efficiency in production >  Promote the use of new technologies,
BRI processes develop technological innovation capabilities
FET RGNS and improve resource and energy efficiency

in production operations to reduce operating
costs.
AT HE B (R AT R RN - S E R B AE
ReEEEEBEPERMERREIEmE
REBLERAK -

Market > New businesses > Based on the Group's experience in the coal

%5 EBHSE industry, expand other related businesses

based on coal mine development and develop
our main business and ecological protection
in a synergistic manner.
RIBEBAERRITENE R - ERBEFREE
B EMREMABREER - BEERIERK
B A RERFE o
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6 GREEN DEVELOPMENT (continued)

6.1 Responding to climate change (continued)

Table: Climate Change Opportunities (continued)

RIE #HER

=

6

SRS @

BREREE)
6.1 FEXREEL ()

*®ORIRECHE (B

Opportunities Description

Bia BB
Policy > Industry development > Actively respond to the coal industry’s “14th
BUR ITHEERS Five-Year Plan” development requirements,

promote coal restructuring, expand the

scale of the Group through cooperation,
acquisition, mergers, restructuring, and listing,
improve the industry’s overall international
competitiveness and anti-risk ability.
EREREK TR THRIERENK - #HiE
BRAEBAE - mAkKs KB R0 &
B b BAKREBRRE  IBESTTEEBR
BRI ALRE R e -

The country is vigorously promoting
infrastructure construction, which will boost
the consumption demand for coal.

BIR K N E B R IEER - WBERAE
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6 GREEN DEVELOPMENT (continued)

6.2 Environment Governance

R -HER
ERHE @

6 REREGE

6.2 RIFRE

The Group strictly complies with relevant laws and
regulations, and has established implementation rules for
environmental protection in each of its mines and coal
preparation plants. In accordance with its annual objectives
and work policies, the Group strictly monitor the operation
of environmental protection facilities and the discharge
of pollutants in the production process, promote the
implementation of supervision and assessment mechanisms,
clarify environmental responsibility governance, and
refine emission management policies. The Group support
the construction and certification of environmental
management systems and continually raise awareness of
our environmental management responsibilities. Our efforts
have led to a reduction in the environmental impact caused
by our business operations. In 2022, the Group received
no environmental penalty due to environmental protection

AEBRSBEMRERER  ESE
MEBMHEY TREREE KA - B
ENREE B ENIESH BB E4
EBRRPRRZEETER LS LM
WIS - W E TR E XS -
REEMRE - AR E BB -
HEREEERAERNRE  HER
BREEEETEHR  UWRDRBIER
BEEERNIREFE T2 2F K
EEAEARREERESARREES S
o

management.

External regulations

SMERERR

The Environment Protection Law of the People’s
Republic of China
(PE AR BEMBIRZREE)

The Law of the People’s Republic of China on the
Prevention and Control of Water Pollution

(R ARAKMBIKOE RE80E)

The Law of the People’s Republic of China on the
Prevention and Control of Solid Waste Pollution

(R EE AR KM B 38 B2 005 R IR EBARE)

Internal systems

BB I

Measures for the Management of Environment Protection

(RRTIEEEIE)

The Guide on Environmental Protection of Shanxi Liulin
Xingwu Coal Co., Ltd.
QUAYMIMEEREBEERETARIRBEREZT EMAL)

The Guide on Environmental Protection of Shanxi Liulin
Zhaiyadi Coal Co., Ltd.
QUPATINEERREXERARIRRBREE HAE])

The Guide on Environmental Management of Shanxi Liulin
Jinjiazhuang Coal Co., Ltd.
(LM KEREGR A RIREERERAA)
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6.2 Environment Governance (continued)

Environmental targets for 2022 —Z-—FRHEHE

6 2 I— EE(II;)

Status

Xingwu Jinjiazhuang Zhaiyadi
Coal Mine

LI R R ERERE RERRR

Coal Mine Coal Mine

100% pollutants are discharged in 524 IZHERRZE100%

accordance with standards
100% normal operation rate of RRBIEIERBITRE
environment protection facilities  100%

100% upload rate of online water KB 7E 4R B5 8| 4% HE =R

quality monitoring system #100%
Consumption of deep well water ~ JFEFIK ~ BEILKCEEE

and mine pit water is controlled 2 I 7E CEXK T A )

within the scope of the Water #E -

Abstraction Permit.

Construction of Environmental Management System

To ensure compliance with relevant laws and regulations
and promote the seamless integration of environmental
management with business operations, the Group has
established the Infrastructure and Environment Protection
Department for the overall management of environmental
matters, and set up the Environment Protection Section of
its three operating coal mines responsible for conducting
the daily environment protection work to ensure that
adverse impacts on the ecological environment from
construction and production and operation can be detected
in a timely manner. In 2022, the Xingwu Coal Mine had an
effective environmental management system certificated by
ISO4001.

RFE 2 EBERK
All achieved this year

REEEBRER

AERBMABEERER  BRIRFEREL
EREBFEENROME  AEEHRL
AERRPERRBERESTE WK
—EEERERTRRAR AERTA
BIRIBRELE R RFERRE
HRMEESE REH ERBRIBEMNT
FIFE o :;__E EaR[Bleopit o8
BERIRREIEE RZRFE1S014001)E &K
R -
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6 GREEN DEVELOPMENT (continued) 6 HBERREGE)

6.2 Environment Governance (continued) 6.2 IRIFRIE (&)

Supervision, Management and Assessment System

The Group has established the Environment Protection
Assessment Management System to keep track of
responsibilities and carry out supervision and inspections
using a points-based assessment for all departments
involved in environment protection in the mines to actively
promote the inspection of hidden environmental hazards.
The Group has set up environment protection sections
in each coal mine to regularly inspect the operation of
environmental protection facilities and supervise the
management of water pollution prevention, air pollution
prevention, solid waste disposal and pollutant emission
control in all production and living areas within the
coal yard. The Environment Protection Section issues
a Supervision and Inspection Form for Environment
Protection Problems based on the onsite circumstances,
requiring departments with identified issues to correct their
malpractices by setting a deadline and obtaining approval
before the issue is considered resolved. In case of non-
compliance, deductions in the points-based assessment are
applied to the responsible departments who have failed
to correct their malpractices within the allotted time or
if the issue is particularly severe. In addition, the Group
has signed Pollution Source Self-monitoring Contracts,
Online Monitoring Equipment Comparison and Monitoring
Contracts and Online Monitoring Equipment Operation
Contracts with professionally qualified third-party
companies in accordance with environmental protection
requirements to ensure the completeness and accuracy of
environmental monitoring data. In 2022, all environmental
protection issues identified have been rectified completely.

EEEEZRAE

AEBHET(RERESZE R
E) BEBYMRERNEMAETES
WERED EZBEEEREEHS - B
BHERRE RIS - AEEESKE
RERRF - UEHRRERRRIGET
B EEEERSHEEANEEESL
EIBFTROS RS ~ KRIFRFE -
EIREYMEE S RMERIBUESIE
e RERMBEEXRSERTECR
FREBEBRER) » BEREFERRH
78 B HB IR A B A0 B W BH SR - BARTE
HIRARBUBEHEENMFABEA
BTHRBEDEZRZ - 1IN BIPIRRER
REKEEEXEEE=RAIRR T
CaRRBTERA R (ERERRE
HHEMERI(ERENRBELS
F) - BRREE R SIEN 2 M & ERE
e —F-—F  MEHEINRERME

BTN -
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6.2 Environment Governance (continued)

R -HER
ERHE @

6 REREGE

6.2 IRFAE (H)

Pollutant Discharge Management

The Group actively follows the Environmental Impact
Assessment Law of the People’s Republic of China by
constructing, operating, and managing various pollution
prevention and control facilities. The Group has also
formulated emergency precautionary measures to manage
various types of pollution. The Group prioritizes the use
of clean energy in production, living, and construction,
while also adopting processes with high resource utilization
efficiency and low pollutant emissions, and implementing a
green and sustainable production and operation policy.

The Group's primary sources of wastewater are domestic
sewage and mine water. To optimize water resource
utilization, the Group has built a domestic wastewater
treatment station and a mine water treatment station
at each operating mine, which are contracted and
operated by professional third parties. It has also procured
water treatment equipment for pumping and discharge
stations to further reduce the discharge of wastewater.
In particular, the domestic wastewater treatment station
adopts the AO-MBR? while the mine water treatment
station adopts flocculation, sedimentation, filtration and
ultrafiltration, allowing all treated water for the rescue for
dust prevention, sprinkling and coal washing, with the rest
discharged after filtration and ultrafiltration by activated
carbon.

JTRY G EE

AEBKR(hEARKMNBEBRERE
BRI B - BB S RITRE
SARMEER - BITMERE - I TEY
SESRMNESMEIER - BAFEARE
HEEELR  BRIETTEEERBZR
R MAERNAMES SR
MELNTE BEREEAKENLIE
BETIE -

ANEBTEEL KA ESKMET
Ko BERABEMNAKER  RMAES
PETE MBI A A& 57K B R v AR FF
IKEIBILE— B - HEEF = HEREE
& WEFRERMRR I KEERE
HE— R T BRI BER o e EVE
S57KERIB UL ER FAAO-MBR3F) R TR T % -
BRIR 18 KRR 2 SR T8 FA R HEKBA EE K
AR - BEFF KB ER uh B P 225 -
TR B - BIBRIE TE - APKERE
% E > BB R H T B BB KA LR B
K FERE D LSRR BE - HBIEEIE
BEZHE -

3 AO-MBR: Anaerobic Aerobic Membrane Bio-Reactor (AO-MBR) is a 3 AO-MBR : BREIF A -8 £ ¥ = & 2% (Anoxic Oxic

new type of wastewater treatment system that combines improved
membrane separation technology with biological treatment technology.

Membrane Bio-Reactor, AO-MBR) & — & i R #Y &
2 BERIT B AE B IR T B M A A T R BE K B
BEL -
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6 GREEN DEVELOPMENT (continued) 6 ZREREGE
6.2 Environment Governance (continued) 6.2 IRIFRIE (&)
Pollutant Discharge Management (continued) SERYHENEE ()

Picture: Mine water treatment equipment (left) Domestic sewage treatment station (right)

CEHOKRIERERE () - AIESKEIBIL(R)

Case: Sewage desliming system renovation =1 FRBRRARSGRE

To optimize the efficiency of mine wastewater treatment, the RECRESKEERER  —TZ_FXK
Group added a desliming system at all domestic wastewater SEEERKEERRERBEREEZ K
treatment terminals in 2022 according to environmental HINTRERSG  TEXHHEABRAS
requirements, and the main equipment used stacked-screw JERRIKHE - RARBRIETI5REKRE - H
sludge dewatering machines, which greatly reduced the sludge TALBESERS °

water content and reduced the amount of manual sludge

cleaning.

Picture: New sewage desludging system

L HTER KB R AT
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Pollutant Discharge Management (continued) SERY N ERE ()

The Group's general solid waste mainly comes from the
coal gangue produced by underground mining, and the
hazardous waste is mainly waste machine oil. During the
production process, we fully consider the environmental
impact, aim to “reduce the waste, turn waste into
resource, and render waste harmless”, and explore the
model of making full use of solid waste resources. The
Group transports all the gangue generated to the gangue
field for ditch filling. In the production process, the
transport truck drivers are required to transport the gangue
to the designated location under the command of the site
personnel during the ditch filling operation. The Group
build a drainage ditch on the inner side of the gangue field
to prevent water gathering and scouring on the slope, and
carry out temporary mulching after the slope is stabilized,
then grow grasses and plants for greening in time, and
carry out unified land reclamation when the final pile is
filled to the design height.

AEE-REBEZMEIZRAHFTH
RELNRITO  BEEENIERE
Wom o £EBRET > BT EERE
FE UDREL ERIEMEEIR
AR RREEERNTDFAERN
REENT A2 EREMAGETEA
BE o EAEBRED - RABRIER
FEREREFTERGABNEET
BEAFOEXREENE - WEFAS
RRAMEZ R - B R EDEK O R
| FRRBERETHREEL ki
REREEETRIE  EREERERS
BERTETR - THER -

Picture: Greening effect of gangue factory

C AP RRBARE R
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6 GREEN DEVELOPMENT (continued)

6.2 Environment Governance (continued)
Pollutant Discharge Management (continued)

Since 2020, the Group has fully implemented gas oxidation
heating technology and air energy heat pump heating
technology to reduce boiler exhaust gas emissions. The
Group’s current emissions are unorganized dust and
soot, which are mainly removed by raw coal concentrate
silos, closed coal storage sheds, tyre washing devices and
dust collectors in the screening plant. In 2022, the Group
procured additional dust collectors and dust washers to
further reduce the impact of emissions on the environment.

Table: Environmental pollutant emissions

R -HER
ERHE @

6 REREGE

6.2 RIFEAE (F)

JTRY B E E ()

—ToTFE AKEZEAZXARSSA
b B2 I 22 SR B AR AL BT A
B HRIERERBER - A%E B RIE G
REBRER - SRR - Wia
HEBNGH O ERRERERBELETE
Bre —T-—F  BMWFTRE TIRE
KEMRESRRE - E— TR ERY
MERFENTE -

®BRRSRYHERE

Indicators Unit 2022 2021 2020
BE By —g-C —F=— —EFTHF
Atmospheric Gas 10,000 cubic meters 5,273 5,055 4,547
pollutant
KBS 2 Jsp:ii B K
Water pollutants Mine wastewater 10,000 tonnes 79 73 232
UNEELY) fE H BB K A
Chemical oxygen 10,000 tonnes 1.9 2.1 1.6
demand
t2FaE ey
Non-hazardous  Gangue 10,000 tonnes 167 220 174
waste
mEEZEY A el
Non-hazardous 10,000 tonnes/ 0.02 / /
waste intensity million yuan of
output value
BEBRZEYEE BWE BBTEE
Hazardous waste Waste engine oil  tonnes 49 Disposed Disposed
by the third party by the third party
BEBEZEY REH A E-HBRE FZFRE
Hazardous waste 10,000 tonnes/ 0.007 / /
intensity million yuan of

output value

BEERMER BM, BETEE
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6 GREEN DEVELOPMENT (continued)

6.2 Environment Governance (continued)
Corporate Clean Production Audit

Adhered to the concept of “energy conservation,
consumption reduction, pollution reduction and efficiency
enhancement”, the Group actively responds to relevant
national requirements on clean production for enterprises
in key industries. The Group encourage all operational
mines to explore clean production models, promote the
use of clean energy and raw materials, adopt advanced
technology and equipment, and improve management and
enable comprehensive utilization. Our goal is to improve
resource utilization efficiency and reduce the generation
and emission of pollutants in the production process, and
ultimately reduce or eliminate the hazards to human health
and the environment.

The Group entrusted a professional third party to conduct
regular clean production audits of the Group’s three in-
production coal mines in accordance with the requirements
of the Cleaner Production Audit Measures formulated by
the National Development and Reform Commission and
the Ministry of Ecology and Environment and the provisions
of the Notice on Enhancing The Standardisation on Cleaner
Production Audit of the Shanxi Ecology and Environment
Department. In January, 2022, Xingwu Coal Mine,
Jinjiazhuang Coal Mine and Zhaiyadi Coal Mine have all
passed the Clean Production Audit Assessment by the Liulin
Branch of the Lvliang Bureau of Ecology and Environment.

B
5

6

HER
SRS @

REREE)

6.2 RIFAE (H)

TEERLEEFR

REBFRAEGE - &R BUT - 18
MAEES RERERERHERTE
CEBREENHBEESR  SBSHEE
BERRBREERN  HEEREBR
HIBEIR M R FL ~ BRA TR T By
R HEERE  HRANBERER K
miEmERMARE - R EEBIET
ERMELEBER - URE S E B
HABRENRENRBE

AEBRREXE-FTHAZE =ELE
ERE  BREXERNAEZES
BRIRBREBHENCEREEEZ
TR BKMIL AR RBRERE(H
RE-—FPRABFREEEZTIENE
HYRE  EMETEREEER - —
T _F—F BERE SRERE
REERREDRB T aRMAERRE
BRI s BECEREEFZTE) o

Picture: Intelligent dry separator used for clean production

OBREEMEMANERE

R
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ENVIRONMENTAL, SOCIAL AND
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6 GREEN DEVELOPMENT (continued)

6.2 Environment Governance (continued)
Corporate Clean Production Audit (continued)

Table: Clean Production Audit Conclusions for Three
Mines

Evaluation method: According to the “Cleaner Production
Evaluation Index System for Coal Mining and Selection
Industry”, the five aspects of production process
and equipment, resource and energy consumption,
comprehensive utilization of resources, ecological
environment and cleaner production management will
be evaluated, and the final clean production grade will
be determined based on the score obtained from the
comprehensive evaluation.

B #HeR
ERmE@®

6 REREGE

6 2 I— EE(II;)

TEBERLEEFN ()

R CZREREEBLELSR

E”Hé?)ﬁ% CRBCOERRRERIFTREE

TEEEBR) BRELEEIERE
1% BlReeRERE - BR&EENA - &
RRIRIE C BREEEERAFARMT
it REREKBRETBEDERTE
BEEFR -

Coal Mine

&L

Design Scheme

R ARAR

Xingwu Coal Mine

L4 B AR

Jinjiazhuang Coal Mine

T FHRTR

Zhaiyadi Coal Mine
EERRRE

The current clean production level of Xingwu Coal Mine
is evaluated at Level Ill, reaching the general level of clean
production in China.

BRIEEEREREEKTAEZFRBINE  ERERNEREE—
AR -

The current clean production level of Jinjiazhuang Coal Mine
is evaluated as Level Il, which is an advanced level of clean
production in China.

BRle R RS REEKTTEER/NA  EINRANEFREE
SR o

The current clean production level of Zhaiyadi Coal Mine
is evaluated as Level Il, which is an advanced level of clean
production in China.

BRIRERRERSREEKTIEER/NA  EINRNFREE
bs =T
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6.3 Use of Resource

6.3 BERFEA

The Group attaches importance to the management of
energy resources, strictly complies with the Law of the
People’s Republic of China on Energy Conservation, the
Water Law of the People’s Republic of China and other
laws and regulations, and has established a performance
assessment mechanism for energy consumption indicators
to facilitate the implementation of a cost reduction
and efficiency enhancement concept in every aspect of
production and operation, and building a model resource-
saving enterprise.

Energy Consumption Management

To continuously improve the efficiency of energy use
and implement the concept of green and sustainable
operations, we strives to optimize resource allocation
during practical production operations, and consistently
experiment with new technologies, processes, and energy
sources. It has also adopted a digital management platform
that shall monitor electricity and other relevant data in real-
time.

AEFBEREREREE - BIBEST
(PEARAMBESHOEFE (PEA
RAMBIACOR) FXRER - BILT 8
FEIEIRAE B XS] - ARG BR ANIB 2K
MIESERELEELHN T —(ERE
ITEEREHBIRIRRE -

BEMEHE

BAELEEELTES BRI - HiR
BITERE(CRE - EHER M -
MITE - R BABFLEEYS
HENSHBEFARERED  BERS
RREAME  ERREHEELE
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Picture: Intelligent power operation and maintenance platform
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6 GREEN DEVELOPMENT (continued) 6

6.3 Use of Resource (continued)

Energy Consumption Management (continued)

meiR (@

6.3 ERMEM (&)

BEFEETE ()

Case: Green coal conservation mining technology is
applied

In 2022, we have applied the 110 working method — green
mining technology with no coal pillar along the gob-side
entry to Zhaiyadi Coal Mine and Jinjiazhuang Coal Mine. The
110 method of Zhaiyadi Coal Mine was reused in December.
The method reduced coal pillar loss by 320,000 tonnes,
saved dredging inputs and had significant environmental and
economic benefits.

RO - REHRMERRMBRALR

“EF BABN0IDE - A=EEE
RIESERRENERERERRBENE
SRR - HRREERBEBU0TAN+=
HER  ZTERRDRERR32E0 -
MAOEERA - RIFEERGRE -

Picture: 110 method — green mining site with no coal pillars along the gob-side entry
CM0IDE - mEB B EETZERIRES
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6.3 Use of Resource (continued)

Energy Consumption Management (continued)
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BEFEETE ()

Case: Jinjiazhuang coal mine ventilation equipment
renovation

In 2022, the new main ventilation fan of Jinjiazhuang Coal
Mine was successfully put into operation. The fan is equipped
with perfect monitoring and automatic monitoring functions
and can be localized and automatically controlled according
to the process requirements. With the same power, the rated
current of the motor was optimized from about 60A to less
than 40A, saving about 30% of power consumption.

P ERFRBMBARERE

TR CF o RERBEHN T EEKIER
BAET  ZARAGTZENEARED
TR - AT AR T B ERET AL
BB AENXT  EREEERA
R RH60AT A B ETE40A - FIKE
NIEFERIZ0% ©

Picture: Illlustration of the new main ventilation fan in operation
CETERREMETTE
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6.3 Use of Resource (continued)

Energy Consumption Management (Continued)

BEFEETE ()

Case: Low-concentration Gas Power Generation Project
in the Zhaiyadi Coal Mine

To solve the problem of low concentration gas utilization,
improve the availability of low concentration gas and reduce
the environmental pollution caused by gas venting, Zhaiyadi
Coal Mine has built a coal mine low concentration gas
direct combustion/DC oxidation power generation project
in cooperation with Beijing Junfa and Anhui University of
Technology research team. In 2022, the project has formally
completed to generate electricity, using gas pumping station
to pump out 5% to 8% low concentration gas, significantly
improving the gas resource utilization rate and comprehensive
thermal efficiency. The project was selected as the first (set)
major technology and equipment projects in the field of energy
by the National Energy Administration.

R REERBERERLGRERE

RBRRAMERELHNAEE  REERE
RETAI A A - B LT = H R AR E
AR REERBERIEREEMLZEIET
REMTEG A FRRRBRERELNTE
W/ BERELEERE - —T-—F %
THE EXEKEE - F A TR v
5%-8%ERELLHT - ARz R AT ERA
AEMGERRE - AEBTERERBE
REE G (B)EARMEAFER -

Picture: Low-concentration gas power generation project control site
ERE R E A B IR 5
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6.3 Use of Resource (continued)
Water Resources Management

The Group attaches great importance to the conservation
and comprehensive utilization of water resources. It
continuously strives to enhance the efficiency of water
resource utilization while reducing freshwater consumption.
To achieve this, the Group has installed water saving
equipment, introduced water saving and consumption
reduction technologies, and recycled discharged
wastewater with better wastewater treatment. Specifically,
the mine water and domestic wastewater produced by
the Group in its daily operations are collected and treated
collectively. The treated wastewater is then recycled
and reused for dust reduction, equipment cleaning, and
greening purposes in the pit.

Table: The Group’s Water Consumption

R -HER
ERHE @

6 REREGE

6.3 BERMEA (&)

KEREE

AEEREERKEROEQEEAH
A - BB AR ~ SR KRR
A - BEPRREOKTEIRAA - MISRRE/OR
BERERIIKERFARE - FEH
SEKHERE - AEBEHRELTELD
Bk AR 5K — RIBRAETTE
REEMNA  ERFTRE RIBBRX
KA FERE o

xR AREKERERER

Indicators Unit 2022 2021 2020
EE BB —E-C —E—— —E-TF
Water Municipal water 10,000 cubic 57 41 51
consumption supply meters
KE R B EEGTUN B K
Groundwater 10,000 cubic 25 58 65
meters
bR K B K
Total water 10,000 cubic 82 99 116
consumption meters
FKkRE B K
Water 10,000 cubic 0.012 0.017 0.029
consumption meters/million
density yuan of output
value
FEKEE B K

BETEER
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6.3 Use of Resource (continued)

Water Resources Management (continued)

Table: Energy Use of the Group

B HB8R
ERmE@®
6 HZEORREGE
6.3 BERMEA (&)
KEFREE (4E)

*®AKEEREABR

Indicators Unit 2022 2021 2020
ey =2 —E=-= —FE=— —ZEEF
Energy Gasoline Litre 58,498.00 70,151.40 9,989.35
gEIR YU 7+
Purchased 10,000 kWh 20,433 17,637 21,416
electricity
HSMEE N BT R
Total Tonnes of 25,174.39 21,750.71 26,384.26
comprehensive standard coal
energy
consumption*
A s WEAR AR B
EREEE
Comprehensive Tonnes of 3.57 3.69 7.43
energy standard
consumption coal/million
density yuan output
value
FEaBIR WEIZAEH
HREEE BETEE

The energy consumption is calculated according to the conversion

coefficient of various energy into standard coal in General Principles for
Calculation of Comprehensive Energy Consumption GBT2589-2008.

3 BEREEERBGRAERTEBAIGBT2589-

2008) ERBIRERIGE R BTES

o
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6.3 Use of Resource (continued)
Water Resources Management (continued)

Table: Greenhouse Gas Emissions of the Group

6.3 BERMEA (&)
KEFEE

®IAREREREHERER

Indicators Unit 2022 2021 2020
BE B S —T_—F —ZB_FF
Greenhouse gas® Scope 1 greenhouse Tonnes of carbon 129.04 154.74 132.33
gas emission® dioxide equivalent
RERAES HE—RE M_EtiEE
REHHES
Scope 2 greenhouse Tonnes of carbon 116,528.60 107,603.34 130,659.02
gas emission’ dioxide equivalent
BE_AZ M _ALREE
REHNE
Total greenhouse gas  Tonnes of carbon 116,657.64 107,758.08 130,791.34
emissions dioxide equivalent
mERE M_EftiEE
Hmes
Greenhouse gas Tonnes of carbon 16.53 18.27 36.81

emission density® dioxide
BERE equivalent/ million
B Ee yuan of output
value
Wi — &b
EE/ BB
EfE

The greenhouse gas emissions are calculated based on the Guidelines
for Calculation Methods and Reporting of Greenhouse Gas Emissions
of other Industrial Enterprises, and the electricity consumption is
converted with reference to the national grid average emission factor
of 0.5703tCO2/MWh for the year 2022 published by the Ministry of
Ecology and Environment.

Direct greenhouse gas emissions (Scope 1): mainly including direct
carbon dioxide emissions from gasoline combustion.

Indirect greenhouse gas emissions (Scope 2): mainly including indirect
carbon dioxide emissions from purchased electricity.

Greenhouse gas emission intensity = Total greenhouse gas emissions for
the year = the Group’s operating revenue for the year

BERBENENERKEBEEMIECERERE
Bz E R AEREER) ERASELE LR
BREREHAN ST - _FE2EEEFHERER
F0.5703tCO2/MWhETTHRE -

RERBEZRHNE(HE ) - T2RETHM
BER R H) — AL BRE IR PEIR -
REREHZHNRE(RE D) - TE2REIEE
FI ) — AL B BB o
BRERBHREE=FRNAEREINEE - EF
REEZZERA
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6.4 Ecological Development 6.4 £REE

The Group attaches importance to the protection
of biodiversity and complies with national laws and
regulations such as the Law of the People’s Republic of
China on Soil and Water Conservation, the Regulations
on the Protection of the Geological Environment of Mines
and the Regulations on the Administration of environment
protection of Construction Projects, etc. During the project
development stage, we engage qualified third-party units
to carry out assessments on community impact, biodiversity
impact, and environmental impact in the area surrounding
the proposed plant site. This enables us to analyze the
potential impact of project construction on the surrounding
ecological environment (such as the status-quo of soil
erosion, water resources distribution, vegetation coverage
and biodiversity). During the project construction phase,
we will strictly implement the “three simultaneous actions”
for environment protection to ensure that environment
protection facilities are designed, constructed and put
into use at the same time as the main facilities, to reduce
the impact of production activities on the ecological
environment. Based on the results of the environmental
impact assessment, we will formulate ecological protection
requirements for each phase of project construction
and operation, identify ecologically sensitive targets and
prohibited development areas based on the ecological red
line.

In the later stage of construction, the Group also
takes action to compensate and restore the ecological
environment. These measures include carrying out
aquaculture and re-greening of the mine land to
compensate for the impact of the project construction on
the ecological environment and promote the harmonious
coexistence of man and nature.

AEEIEEMZRIERE - EECP
FEARKMBIKERFDE) ~ (RILME
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) FBEOREER - IR B MR
BREBREENE=FEUHRNAIHE
BiutRERERCETZE - £EMEEEE
2 REFEFHENNEIE of
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Z(tERaNAEN  KERD HIE
N ERBERREYMSEE) - £R
B 2R ERBRATIRIZRE&E =R
HE - BRREREREETERIER
kst~ BREL - RRERER @ F
BAEERDHARRRENNTE - K
MeEERREFEFELERELBERE
RME S BB R ERRRERR - &
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L -
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6 GREEN DEVELOPMENT (continued) 6 RERRE
6.4 Ecological Development (continued) 6.4 H£REER (&)

Mine Land Re-greening

The Group will fill in the mine pits and restore the original
vegetation after mining, so that the mines will be re-
greened in the shortest possible time after mining. To
deal with soil erosion, the Group uses waste gangue to
build a base, cover the upper layer with soil and establish
drainage channels to ensure good integration of water
and soil; at the same time, it works with a number of
professional external contractors to lay the most suitable
soil for the mine environment according to various factors
such as the degree of pollution in the mine area, the slope
of the terrain, the composition of the surface material and
the thickness of the covered earth to ensure soil fertility;
With emphasis equally placed on cold, drought, water
erosion and wind erosion in the mining area, “grass, shrub
and arbor” are rationally allocated in the mining area to
restore the vegetation. In 2022, the Group has successfully
afforested and restored a total of 11,400 square meters of
coal mines.

1 B2 £ th 1R 4%

BMERREGBBNELTRERE
W BREENBLEREHBAE
War s - BEEROKLERABAE - BT
AEENTAE  LEBELE &
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Picture: Jinjiazhuang Coal Mine Land Re-greening Project
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With adherence to the employee-oriented principle, the Group
fully protects the rights and interests of employees. In addition to
recognizing the potential for career growth and development of
its employees, the Group provides diverse training opportunities H¥geh HEIBEFET BORITE
to assist them in enhancing their professional abilities. In this —fE¥%E - BB - MEAEARENBISER
way, the Group walks hand in hand with employees with a 15 o

commitment to creating an equal, friendly, harmonious and

warm workplace.

7.1 Employment 7.1 BETEE

The Group strictly abides by the Labor Contract Law of the
People’s Republic of China, the Labor Law of the People’s
Republic of China, the Social Insurance Law of the People’s
Republic of China, the Regulations on Prohibition of Child
Labor and other relevant laws and regulations during the
employee recruitment process, and takes a firm stance
against any form of child labor and forced labor. The
Group upholds the principle of equality in its recruitment
and employment practices, and ensures that employees
are treated equally regardless of nationalities, ethnicities,
races, genders, religious beliefs and cultural backgrounds,
ensuring equal pay for equal work, to protect the
legitimate rights and interests of all employees.

AEEERET(REARKNBES S
BREVEI(PEARKMBE L L) (P
FEARKMBEE S REE) (ELLER
BETHRE)SBRMERERETETH
B OBSELEREIMBES T
o BAMERENAIHEERFIAR
FAENRAHFIREE Rk -
Bk - R RBEIMXEEENE
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7.1 Employment (continued)
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7.1 ETEEE)

Table: Employees of the Group kI AKEEET
2022 2021 2020

—E-CF —E-—F —E-TF
Number of employees by employment type
RERELNESEIHE
Regular employee Persons 4,425 4,575 4,744
EXET A
Dispatched workers Persons 201 85 85
BKKEET A
Number of regular employees by gender
RURESHEXBEIHE
Male Persons 3,884 3,997 4,123
S A
Female Persons 541 578 621
g A
Number of regular employees by region
RS S FXBEIEHE
Mainland China Persons 4,425 4,575 4,744
HREIRRES T A
Number of regular employees by age
REREDEABEILEHE
18-28 Persons 293 320 473
18-285% A
29-40 Persons 1.931 1,921 1,868
29-405%, A
41-49 Persons 999 1,098 1,194
41-495% A
>50 Persons 1,202 1,236 1,209
50m% & A £ N

The Group recognizes the significance of human resources
in its growth and places great emphasis on minimizing
talent loss. Through analyzing and summarizing the
factors that contribute to employee turnover, we strive to
implement corrective measures and improvements. As of
31 December, 2022, 6.62% of the total workforce, or 293
employees, have left the Group.

AEBRAATHEMERNEEM
Rt =EMIETRARR - D@L
BITREARA - & TSRS
BIET—ZT-_—F+_-_A=1+—H A&
BB TmAAZB293A - BEITRELA
6.62% °
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7.1 Employment (continued) 7.1 ETREE
Table: The Group’s Employee Turnover R IAEBEIRIER
2022 20211 2020°
—E-CF TE 0 ZECTES
Divided by Persons  Percentage Persons Percentage Persons Percentage
Epag i REAE RELAI MAANE AL MAANE Nk AL
By gender Male employees 244 5.51% 158 3.45% 198 4.17%
RIERIEID 58T
Female employees 49 1.11% 26 0.55% 23 0.48%
BT
By region Mainland China 293 6.62% 184 4.00% 221 4.65%
RHEES REABEET
By age 18-28 15 0.34% 39 0.85% 37 0.78%
RERERED 18-285%
29-40 63 1.42% 40 0.87% 67 1.41%
29-405%,
41-49 14 0.32% 20 0.43% 26 0.55%
41-495%,
>50 201 4.54% 85 1.85% 91 1.91%
505 R £

o Due to the change of statistical scope and statistical method, the data of ~ ° HRBEBERHEENMRT T ARAEEE  — T =
employee turnover in 2020 has been adjusted. TEHHE TRKIEREED FHE -

10 Due to the change of statistical scope and statistical method, the data of  '© HRBERTBEMR; HEBEEE =
employee turnover in 2021 has been adjusted. —FBHELIRKRERBIEEAE -
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7.1

7.2

Employment (continued)

The Group is committed to providing employees with
competitive remuneration in the industry, adheres to
work-based distribution and creates a fair remuneration
system. During the reporting period, the Group carried
out an annual remuneration survey in the industry and
nearby enterprises, which enabled it to gain an in-depth
understanding and analysis of peer and neighboring
enterprise remuneration practices, including their impact
on employees at all levels, and determined the direction
for the improvement of remuneration management. Based
on the survey and research in the same industry, we insist
on the principle of more pay for more work, standardized
salary distribution, and aligning bonuses and incentives
with employees’ actual abilities. We provide further
bonuses to employees with excellent innovation spirit.
During the reporting period, the Group’s total salary paid
increased by 8.6% when compared to the year of 2021.

Employee Training

The Group firmly believes that building a quality talent
team is fundamental to the sustainable progress of the
enterprise. Based on the Employee Training Management
Manual, the Group focuses on the “enhancement of
effectiveness and efficiency through job transfer appraisal,
remuneration raise, leadership role and benchmarking”.
The Group has established a perfect training mechanism,
that provides various training programs aimed at improving
employees’ professional skills and knowledge across all
aspects of the business, helping employees in realizing
their self-worth, and thus ensuring the sustainability of the
Group's talent development.

B -
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7.2 Employee Training (continued)

In terms of training and development, the Group has
developed diversified career paths for employees, providing
management, technology and operation training courses
for employees based on their own circumstances. In
addition, we also provide employees with supporting
measures such as performance appraisal, benchmarking,
and strengthened management to track their learning
and improvement progress, and help them examine their
shortcomings and grow.

Management

At the employee management level, the training was
designed to meet the evolving needs of management
personnel as the Group continues to grow. We conducted
one training session on Learning Safety Management from
DuPont and nine sessions of the Basic Knowledge Lecture
Series for Coal Mine Processing Plants as well as 14 sessions
of online Shougang Management Innovation Lectures.
These lectures cover a range of professional training topics,
including cost reduction and efficiency improvement, lean
management, and digital transformation. The knowledge
lecture series aims to provide our non-production
departments with a better understanding of practical
business. During the reporting period, a total of more than
1,300 participants attended the management training.

BiE g2k
SRS @

7 HMEEHERE)

7.2 ETHFI(E)

EFJIEERTH  ARESETHE
TEUHBERERER  REHREESE
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Picture: Management training
C EEERRS
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7.2 Employee Training (continued)
Technology

At the technology level, the Group focuses on improving
the business level and expertise of its employees by
providing” vocational skills training” for employees. A total
of 987 participants completed 48 types of vocational skills
training throughout the year. This training was supported
by the skill subsidy of Liulin County Human Resources and
Social Security Bureau.

In addition to improving the professional skills of
employees, we held 4 training sessions on “Quality and
Skills Improvement” with 100 participants, and 5 training
sessions on “Human Resources Personnel Training”,
with 125 participants. These programs were designed to
strengthen the employees’ knowledge of laws and business
related to human resources and employee-employer
relations.

During the reporting period, there were a total of more
than 1,200 participants in technical training.
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Picture: Technical training
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(continued)

7.2 Employee Training (continued) 7.2 ETEI(E)
Operation HRIESE
The Group continues to cultivate sophisticated and REBIFTEEERD  FEHEHA
professional compliance personnel to ensure that our I BEREMANIEAGESNEEMN
workers with different skills are equipped with rich BB o HMIFR R IE
professional knowledge and proficient skills. We carried EFID GBI BGERFID(ZE 5
out three training courses, Special Work Certification A = IBEIERE o RSk TiEE
Training, Mine Rescue Team Training and Training on Three ARG LS - HEFFI203A - 28
Violations. Among them, the special work training was EHNTAN - BEEE142A °

adjusted to online training, with 203 participants in total.
174 participated in the examination and 142 finally passed
the examination.

During the reporting period, there were a total of more REBMA - BRIERENEF2EASR
than 2,300 participants in the operation training. 2,3008% A ©

Picture: Operation training
CRERIEYIRG
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7.2 Employee Training (continued) 7.2 BT (E)
Operation (continued) IRIEHE (1E)
Table: Employees Training of the Group xR AEBEIZIER
Divided by 2022 2021 2020
g kit —g=-= —E—— —_T_TF
Attendance of employees by gender Male 36,789 22,748 24,920
RMRIBE D BZ AR BET
Female 2,429 669 491
ZET
Hours of training by gender on Male 120 79 75
average
gkl EbaN:OR DS AN 21 FET
Female 80 40 32
ZET
Attendance of employees by Senior management 27 5 5
category
RESHEAEHHZIIAKR =EET
Middle management 77 67 67
hEST
Employees 38,173 23,345 23,082
E@mET
Hours of training by category Senior management 41 26 41
RESHAE SN THAZINKE SEET
Middle management 50 36 50
mEET
Employees 120 80 120

LTEET
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(continued)

7.3 Care for Employees 73 EIEE

Employees are the foundation of the Group’s development,
and it is our responsibility to safeguard their physical and
mental health. We prioritize the health and safety of our
employees by implementing diverse initiatives, such as
occupational health check-ups and employee congresses.
At the same time, we regularly organize employee care
activities such as badminton and basketball tournaments to
promote a healthy work-life balance, and a positive work
environment.

Care for Employees

In 2022, the Group implemented a series of measures
to ensure the health and safety of our employees. We
conduct regular occupational health check-ups for all
employees, with a total of 4,425 employees receiving
occupational health check-ups in batches across our three
mines. In addition, we provided necessary work protective
equipment such as helmets, self-rescuers, dust masks and
anti-static overalls to underground workers to ensure their
work safety to the greatest extent.

To better understand the needs of its employees, the Group
encourages open communication through channels such as
employee congresses. We actively respond to suggestions
and opinions put forward by our employees, striving to
meet their demands and ensure effective communication.

In daily life, the Group actively carries out various employee
care activities and distributes multi-category benefits to
create convenient living conditions for employees.
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7.3 Care for Employees (continued)

Care for Employees (continued)

A& £ 2 (8)

73 ETREAE (&)

BETHEE

Case: Employee benefits distribution

The Group actively distributes benefits to employees on the
basis of ensuring their health and safety, such as flour and
other supplies on festivals such as Mid-Autumn Festival and
Spring Festival, and monthly labor protection supplies such as
laundry detergent, soap and washing powder.

In addition to regular benefits distribution, we also supervise
and promote the reform of the cafeteria to reduce the daily
dining expenses of employees with more refined meals and
low price to continuously meet the needs of employees and
enhance group cohesion and employee happiness.

=P BETEFBK

AEBEREBETIRFEREOER L B
BEEETRMNERINE  EFK - HFH
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Picture: The Group employees welfare materials distribution
CAEEETENYEEN
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(continued)

7.3 Care for Employees (continued) 73 ETEZE (&)

Care for Employees (continued)

BETHEE

Case: Difficult employee assistance

The Group not only cares for employees at the work level,
but also actively helps families in need and solves employees’
worries. We investigate and understand the family situation
of the poor employees and pay regular visits to them to make
them feel the care of the Group. The management of the
Group provides condolence money and daily necessities for
the employees encountering special hardship. After learning
that the employees have to take care of their seriously ill family
members while working, we further reduced the workload
of the employee after discussion and coordination so that he
could have enough time and energy to take care of his family.
Corporate care and workers' love injected hope for the worker
in difficulty and made him feel the solid belief of the Group in
caring for the employees.

In August 2022, the Group carried out the “Golden Autumn
Scholarship” campaign to help employees’ families solve the
problem of children’s education, and helped 165 families.

During the reporting period, the Group provided assistance to
48 workers in difficulty and 23 workers with major diseases.
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7.3 Care for Employees (continued)

Recreational Activities

The Group advocates balance of work and life, and
stimulates vitality of employees and showcases their
style by holding fun activities and various sports and
cultural competitions. We hope to promote the healthy
development of the enterprise by revitalizing the vitality of
employees.
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Case: Diversified recreational and sports activities for
employees

In order to enhance the physical health of the employees and
foster a good atmosphere of national fitness, the Group held
the first “Fushan Cup” Basketball Invitational Tournament of
Employees, enhancing the unity and cohesion of the Group
and stimulating the enthusiasm of the employees.

At the same time, we set up a badminton team and actively
participated in the badminton tournament organized by
Liulin County Trade Union, and in October 2022, we held the
“Welcome the 20th CPC National Congress and Embarking on
a New Journey” badminton tournament to show vitality and
enhance the bond with other teams in the tournament and
create a harmonious and friendly union atmosphere.

R BISHRAXEED
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Picture: “Fushan Cup” Basketball Invitational Tournament of Employees
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7.3 Care for Employees (continued)

Pandemic Prevention and Control

Since the outbreak of COVID-19, the Group has been doing
its best to prevent and control the COVID-19 in accordance
with the national requirements, and protect itself while
going all out to help the surrounding communities to
overcome the difficulties and hardships together. We are
fully committed to the pandemic prevention and control,
and working together to prevent the COVID-19.

During the pandemic, the Group strictly implemented
more than 20 documents issued by the higher authorities
and relevant deployment requirements, and required
each company, mine and office building to formulate
internal documents such as Emergency Plan for Pandemic
Prevention and Control and Lockdown Emergency Plan
with reference to various documents. In response to the
national call, the Group entered into a “wartime state”
to comprehensively deploy the pandemic prevention
and control work, set up a dedicated team and strictly
implement the “Five Haves and One Grid” prevention and
control measures.
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Pandemic Prevention and Control (continued) BIEE# (4E)

Case: The Group donated anti-pandemic materials to ZRfl: AEEASIENEREREYE
Jinjiazhuang Town

In April 2022, the COVID-19 situation in Shanxi Province was —Z - =48 - |LAZREEES= ' &
in an emergency, and people from all over the country were HiHBI A B EZENBREER » BER
deployed to monitor the pandemic on the roads of villages and ~ RIEE LR = o AL B R R & T1E
work hard to ease the spread of the virus. The Group took the  &HHFEE LS 7 - A& RS KR FTHEIE—
hard work and efforts of the COVID-19 prevention and control #2188 7 ZEHEWE -

workers to heart and organized donations of various anti-

pandemic materials to the front line of prevention and control

in Jinjiazhuang Town.

Picture: Jinjiazhuang Town material donation site
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7 CREATING A HARMONIOUS WORLD 7 MEEEA(E)

(continued)
7.3 Care for Employees (continued) 73 ETEZE (&)

RIEE 2 (&)

Pandemic Prevention and Control (continued)

R AREBRB B R B E

Case: The Group donated mobile nucleic acid testing
vehicle

RBEVETRBEIL - BIRITIHRIGH 2
FRER  NEMFIRERIBIHELE
AEEERZTIEBARAE - SUIMEA
RERBEBHRERAE  YERETE
BRIBHIEREZES

In order to effectively curb the spread of the virus, resolutely
fight the war of pandemic prevention and control, and
effectively prevent and control the virus in Liulin County,
the Group responded to the call of the County Federation
of Industry and Commerce, and donated mobile nucleic
acid testing vehicles to Liulin County People’s Hospital, and
effectively improve the overall pandemic prevention and
control emergency response capability.

7.4 Community Building 7.4 HEHA

The Group firmly believes that enterprise development
is inseparable from social harmony and progress. As we
continue to grow, we strive to enhance our employees’
sense of mission and responsibility, actively participating in
social welfare undertakings and making continuous efforts
to build a harmonious society. Guided by the principle of
“taking it from society and giving it back to society”, we
actively undertake our social responsibilities, supporting
community service, public welfare, charity, and assistance
for the less fortunate and students. It serves as a great
platform and works together with all sectors to create a
better life. The Group has formulated the Measures for the
Implementation of Decisions on “Three Important and One
Major” Matters to standardize the management of public
charity donations and make sure donations are transparent.
In 2022, the Group made charity donation RMB7.9 million
in total.

AEBREDERRBETHES MG
o EOETHAENRE - BB
ETHIZoE B THFEmRRE TR - Bk
BEMHERAREE  BEENELST
W h o  REBETIBZREETER
WAL E I MARES  EHRRE -
NBEE REPESE T EBEGEREDL
SEE ROBREBESFFREY  EBF
ZERHEBAIGEFFERE - BABRB(=
E-ARIBERARERPDOEEELL
BRERAESLCERS  BREESEEPA
e —T-—F  AEBERFEINEE
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INDEX OF THE HKEX ESG REPORT GUIDELINE Bt X FTESGIE R & 5|
Subject Areas, Aspects, General Disclosures and Key Performance Indicators (KPIs) Location
BRiE - HEREREHBE - RFERBRERISEKP) FREBES
Environment
"
A1: Emissions General Disclosure P100 - 102
Al BERD —MRIREE
Al.1 The types of emissions and respective emissions data. P103
BRI IE 2R AR R B B BUE -
Al.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas | p112
emissions (in tonnes) and, where appropriate, intensity (e.g. per unit of
production volume, per facility).
HEEE) R REE (BE2) A EREBATRE AN &) k(W
HR)EEMMNEEBEMN - BEREH)
A1.3 Total hazardous waste produced (in tonnes) and, where appropriate, | P103
intensity (e.g. per unit of production volume, per facility).
FEXAAEEEDEECAEAE) N(MER)BE(MAEESE
i - BRI ©
Al.4 Total non-hazardous waste produced (in tonnes) and, where | P103
appropriate, intensity (e.g. per unit of production volume, per facility).
FEEABREEEDEECAEAE) L(MER)BE(MAEESE
i - FIERME) ©
A1.5 Description of measures to mitigate emissions and results achieved. | pgg
HAPTET S HBEN 2 B IE R REDE L B IEMRRA SR o
Al.6 Description of how hazardous and non-hazardous wastes are handled, | p102
reduction initiatives and results achieved.
HLRIBEENEZTEEYNTE - RERFAATZHREBRERER
EIEL HRATERERA SR o
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BiE g2k
ERHE @

Bt X FRESGIE R R 5| (&)

Subject Areas, Aspects, General Disclosures and Key Performance Indicators (KPIs) Location
B AR A RN B — AR I R B AR IS AR (KPY) Fir e L1
A2: Use of Resource | General Disclosure P106
A2 BIREA — MR EE
A2 .1 Direct and/or indirect energy consumption by type (e.g. electricity, gas | P111
or oil) in total (kWh in "000s) and intensity (e.g. per unit of production
volume, per facility).
RENESNEER SEERRIE - fslh) AFEECATET
N8 REEQABES B - §FHEZMHE) -
A2 .2 Water consumption in total and intensity (e.g. per unit of production | P110
volume, per facility).
BFKEREE(WAGES SN - BHEBHITE) -
A2 .3 Description of energy use efficiency target(s) set and steps taken to | P107 — 109
achieve them.
I FTET SR BEIRE Az B R R R ETE L B R AT A 558 o
A2 .4 Description of whether there is any issue in sourcing water that is fit | P110
for purpose, water efficiency target(s) set and results achieved.
I SKEGER AR LRl BER A - AR ARG B TR
REDEL BRI TR -
A2.5 Total packaging material used for finished products (in tonnes) and, if | N/A
applicable, with reference to per unit produced. g
SR @A e REEE (CAEE) R(ER) BEEEMNLE -
A3: General Disclosure P113
The Environmental | —f&# &
el NEdE] A3.1 Description of the significant impacts of activities on the P113-114
Resources . )
ey environment and natural resources and the actions taken to
o N manage them.
BRRRBER HREBEDHBERRAERNEANE R ANERENYE
BITTED o
A4 : General Disclosure P87
Climate Change —RR I EE
Al A4 Description of the significant climate-related issues which have | P88-96

TIRZAL

impacted, and those which may impact, the issuer, and the
actions taken to manage them.
HMEERAEEHETAEEVENEARGHEBEE - REY
178 -
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ERHE @

Bt X FTESGIE R R 5| ()

Subject Areas, Aspects, General Disclosures and Key Performance Indicators (KPIs) Location
BiIE - HEREREBE - RFERBRERISEKP) FRrERR
Social
te
B1: Employment General Disclosure P116
B1: &% —RIE
B1.1 Total workforce by gender, employment type, age group and P116
geographical region.
BIER - BEHE (N2 EEER)  FRER LRSS HNEER
o
B1.2 Employee turnover rate by gender, age group and geographical | P117
region.
IR FEAR R REIDMEE AL E -
B2: Health and General Disclosure P70
Safety —AR IR
: FHZS
B2 - REERXE B2.1 Number and rate of work-related fatalities occurred in each of | P70
the past three years including the reporting year.
BE=ZF(BRERFE)FFRAITHHABMLLLE -
B2.2 Lost days due to work injury. P70
AIEEATIHEBH -
B2.3 Description of occupational health and safety measures P67 — 86
adopted, and how they are implemented and monitored.
A PTER A B X R T 20 - A REBERIT RER A -
B3: Development General Disclosure P122
and Training — MR EE
. é i—:‘zé| .
B3 - R RE B3.1 The percentage of employees trained by gender and employee | P122
category (e.g. senior management, middle management).
RURIMEERAN(NERERE FREEBEASNZIEER
DL e
B3.2 The average training hours completed per employee by gender | P122

and employee category.
RUERIREEERNE S - FEEETREIE TR -
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BiE g2k
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Bt X FRESGIE R R 5| (&)

Subject Areas, Aspects, General Disclosures and Key Performance Indicators (KPIs) Location
BiIE - HEREREBE - RFERBRERISEKP) FRERES
B4: Labour General Disclosure P115
Standards —MRHER
Mk T
B4 - SRR B4.1 Description of measures to review employment practices to P115
avoid child and forced labour.
IR T R B A M e AR e B T ko8 H| 45 T -
B4.2 Description of steps taken to eliminate such practices when P115
discovered.
H AL TE B I E RIS B A B ISP EREE 25 -
B5: Supply Chain General Disclosure P64
Management —RH R
CpEEE . . .
BS - SRIEREE B5.1 Number of suppliers by geographical region. P64
RuEE DR HERRE -
B5.2 Description of practices relating to engaging suppliers, number | P65 — 66
of suppliers where the practices are being implemented, how
they are implemented and monitored.
M ERAEREERMIES  MERTEBREMNNHEERHKE - U
RAEESITRERFE -
B5.3 Description of practices used to identify environmental P66
and social risks along the supply chain, and how they are
implemented and monitored.
AR B HEET RN R R EBRAEH - LA REHE
HMITRERTTE -
B5.4 Description of practices used to promote environmentally P66

preferable products and services when selecting suppliers, and
how they are implemented and monitored.
HERERENRHREZARRERRRBHOED - LRE@ER
TRERFE -
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(continued)
Subject Areas, Aspects, General Disclosures and Key Performance Indicators (KPIs) Location
RiE -  HEREREREE - RKEERBRERISEKP) FRERR
B6: Product General Disclosure P55 - 63
Responsibility —RRHEE
. O =
B6 : MR B6.1 Percentage of total products sold or shipped subject to recalls P57
for safety and health reasons.
EERDEXERBHET AR ERFEREHMACLKNESL
B6.2 Number of products and service related complaints received and how | pg3
they are dealt with.
BEMNERMREHIRFE B AR EEH T -
B6.3 Description of practices relating to observing and protecting intellectual | pg2
property rights.
Tl B4 v T (R B RS E M R AR AB A
B6.4 Description of quality assurance process and recall procedures. P57
HLE SR EBEREMBIBIRF ©
B6.5 Description of consumer data protection and privacy policies, how they | pg2
are implemented and monitored.
OB B ERMRIE RFLBER - U RMEBMITRER X -
B7: Anti- General Disclosure P52
corruption —AR IR EE
B7 : RE)S B7.1 Number of concluded legal cases regarding corrupt practices brought | p52
against the issuer or its employees during the reporting period and the
outcomes of the cases.
RERBAAHEITASHESREVTEEENESHFARGIEE
NEFAER -
B7.2 Description of preventive measures and whistle-blowing procedures, | p55
how they are implemented and monitored.
FEL S b R ERIRIR T - A RABREIN AT MBS 50K ©
B7.3 Description of preventive measures and whistle-blowing procedures, | p53 — 54
how they are implemented and monitored.
HRMEE R A TREORASEY -
B8: Community General Disclosure P129
Investment —RHER
.Y =T 3¢k
B8 : 1t & B8.1 Focus areas of contribution (e.g. education, environmental concerns, | p129
labour needs, health, culture, sport).
HXEREB(NHE  BRFEHEH BIFTRK BFR- b8
B) -
B8.2 Resources contributed (e.g. money or time) to the focus area. P129

EFISBEMHBERNEERER) o
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DIRECTORS' BIOGRAPHIES

Mr. Ding Rucai, aged 58, had acted as a deputy general manager
of the Company since August 2014, then was appointed as the vice
chairman of the Board, an Executive Director and managing director
of the Company in September 2014 and was re-designated as the
Chairman from 29 January 2018. Mr. Ding is also the chairman of
each of the Executive Committee and the Nomination Committee, a
member of the Remuneration Committee, and a director of certain
subsidiaries of the Company.

Mr. Ding is a senior engineer in professor grade. He graduated
from the School of Metallurgical and Ecological Engineering of the
University of Science and Technology Beijing with a doctoral degree
in ferrous metallurgy, he also studied senior business administration
in the University of Warwick, United Kingdom. Mr. Ding has extensive
experience in management of listed companies, mergers and
acquisitions, production management of steel and coal industries,
project construction management, trading of iron ore and coking
coal resources and shipping management.

Previously, Mr. Ding was an executive director and the deputy
managing director of Shougang Concord International Enterprises
Company Limited (now known as Shoucheng Holdings) (SEHK:697),
a listed company in Hong Kong.

Currently, Mr. Ding is a non-executive director of Mount Gibson Iron
Limited (ASX:MGX), a company listed on the Australian Securities
Exchange Limited. He also holds several senior positions in the group
companies of Shougang Group, including the positions as a director
and deputy managing director of Shougang Holding.

Mr. Fan Wenli, aged 43, was appointed Executive Director and
managing director of the Company in November 2019. He is also
a member of the Executive Committee and a director of certain
subsidiaries of the Company.

Mr. Fan is a senior mining engineer and a certified safety engineer.
He graduated from Wuhan University of Technology with a bachelor’s
degree in mining resources engineering and then obtained a
master’s degree in mining engineering from University of Science and
Technology Beijing.

ESEN
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Previously, Mr. Fan held various senior positions in Mining
Corporation of Shougang Group Co., Ltd. (“Shougang Mining”) and
had been responsible for mining production and operation safety for
a long time. Mr. Fan served as the deputy mine manager of the iron
ore production plants of Shougang Mining, namely Xingshan Iron
Mine (underground mine) and Shuichang Iron Mine (open-pit mine).
He also served as the deputy director and the director of production
division of Shougang Mining during which he facilitated the
commencement of production and the arrival at mine full production
capacity of Xingshan Iron Mine. Mr. Fan has extensive management
experience both in open-pit and underground mines.

Mr. Chen Zhaoqiang, aged 55, was appointed Executive Director
and deputy managing director of the Company in January 2010. He is
also a member of the Executive Committee and a director of certain
subsidiaries of the Company.

Mr. Chen graduated from Jiaozuo Mining Institute with a bachelor
degree majoring in mining engineering and obtained a master degree
in management science from Huazhong University of Science &
Technology and a finance executive master of business administration
from Shanghai Advanced Institute of Finance of Shanghai Jiao Tong
University. He has extensive experience in coal mining industry
including in the areas of production safety management for coal
mining, purchase and logistics management, mineral resources
development and coal trading.

Previously, Mr. Chen had engaged in many important posts in coal
mining enterprises, including in Pingdingshan Coal Co. Ltd., Henan
Pingbao Coal Co. Ltd., and Henan Company for Coal Seam Gas
Development & Application.

Mr. Liu Qingshan, aged 64, was appointed Executive Director in
November 2008 and also acted as the deputy managing director of
the Company in January 2010. He is also a member of the Executive
Committee and a director of certain subsidiaries of the Company.

Mr. Liu graduated from Shanxi University of Finance and Economics
Department of Accounting and obtained a master of business
administration from Capital University of Economics and Business. He
has extensive experience in the fields of accounting and finance in
the mining industry in China.

Prior to joining the Group, Mr. Liu worked as chief financial officer in
Fortune Dragon Group Limited and in other sizable energy resources
companies in China.

EEH @

BE - BEEBRBEHEEBRARBEERAR
((EMEXDEETZESABL  YRPEER
IWHREEELETIE - BEAEEBRERDBIEE
S B SR TS 0 A L R (3 T B L) Ko 7k R S
(BRELMEIREER  TEEEMEXLEERD
BlER  BREREFRG  NERAKT S WLERD
RIRENMREZE - BAEHBERRM TREILE
BHABLENKR -

BRIEELE 55  R_T—TF - ARZER
HWITEERARBRESALE - RA/ATE
BEZKBRARRETHEBARZES -

RELEENEFRESR  BRBEIREXS
T8 HEEEPREAZBEREENMBBEL
BUMEEXBABLIESRCRBRERS
REMEBABTHERBLIRM - HRRKET
¥ BREABNLZZALEEETRE RBRYRE
2 BmEEFRABEMIBREZTHHABLEEL
E o

BE - REENRBRSETZHEZRG &
RERNFRLUEE(EBR) QR  AmPERE
BERABMAIEERERAEMNMARR -

BBLEE 6am R-ZTTN\F+—-AEZE
RPTES IR _ZE-—TF-ALEERRRZ
BEFRRKE BITARTEEGEZKERAR
AETHEBARIZES -

ZEEEXNIUAMESRET R - YR EEY
IMBEEEZBHRMEBIEERRLEMN - HRF
BREXZ T EMB I MABLELR

MAKREER - BIRERNBREESEBERAFLE
bR BARBEERE R FIEETSEE -



T FF%H ERARLEREEBRAF 137

DIRECTORS’ BIOGRAPHIES (continued)

Mr. Wang Dongming, aged 48, was appointed Executive Director
in June 2020 and further appointed as a deputy managing director
of the Company in November 2021. He is also a member of the
Executive Committee and a director of certain subsidiaries of the
Company.

Mr. Wang graduated from the University of Wales with a master
degree in business administration. He has extensive experience in
the fields of trading of mineral resources, investment and capital
operation, and has also been awarded the practicing certificates in
the asset management and securities categories by the Hong Kong
Securities and Investment Institute respectively.

Mr. Wang had been working in Shougang Group for years, during
which he served as the assistant general manager of Shougang
International Mineral Resources Corporation to handle various
overseas acquisition projects in relation to mineral resources. He had
also acted as the assistant general manager of the Company. Mr.
Wang had been the general manager of the investment department
at Shougang Holding prior to his appointment as a deputy managing
director of the Company in 2021.

Ms. Chang Cun, aged 44, was appointed Non-executive Director of
the Company in July 2018.

Ms. Chang is a certified public accountant in China and a certified
internal auditor. She holds a bachelor degree in economics from
Beijing Institute of Business and a master degree in management
from Beijing Technology and Business University. Ms. Chang has
extensive experience in accounting, auditing, financial and insurance
businesses.

Previously, Ms. Chang held various positions in Funde Sino Life.

Currently, she is the director, deputy general manager and chief
auditor of Funde Insurance Holdings Co., Ltd, the director and chief
auditor of Funde Sino Life, the chief auditor of Sino Life AMC, and
also the chief supervisor of The National Trust Co., Ltd respectively.
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Mr. Shi Yubao, aged 69, was appointed Non-Executive Director and
member of the Remuneration Committee in September 2019.

Mr. Shi is a senior economist and a senior political affairs specialist.
He graduated from Chongging University with a master degree in
business administration. Mr. Shi has extensive experience in the fields
of corporate management, strategic planning and economic.

Previously, Mr. Shi held various senior positions in Chongging
Changan Industry (Group) Co., Ltd. including the chairman of its
board of directors, chairman of its labour union, general manager,
etc. In addition, he served as the factory director of the automobile
manufacturing plants of the Changan Automobile (Group) Company
Limited, the chairman of the board of directors of Chongging
Changan Real Estate Development Co., Ltd. and Changan Minsheng
APLL Logistics Co., Ltd., a company listed in Hong Kong, respectively,
and the chairman of supervisory committee of Chongging Changan
Automobile Co., Ltd., a company listed in Shenzhen. Mr. Shi also
served as the external director of Shougang Group. Mr. Shi was a
member of the 14th and 15th executive committee of China National
General Labour Union, a member of the 2nd and 3rd labour union
committee of Chongging General Labour Union and a member of
the expert group jury panel of Chongqing Enterprise Management
Excellence Evaluation Committee.

Currently, he is the independent director of Chengdu Haoneng
Technology Co., Ltd. (SSE: 603809), a company listed on the
Shanghai Stock Exchange.

Mr. Choi Wai Yin, aged 64, was appointed Independent Non-
executive Director in July 2004 and is the chairman of the Audit
Committee and a member of each of the Nomination Committee and
the Remuneration Committee.

Mr. Choi holds a master degree of science in finance from the City
University of Hong Kong, a bachelor degree in business administration
from The Chinese University of Hong Kong and a bachelor degree in
law from the Peking University. He has extensive experience in the
fields of finance and fund management.

Currently, he is a director and a responsible officer of Success Talent
Global Limited, a company carrying the asset management business.
Mr. Choi is also an investment adviser registered under the SFO.
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Mr. Japhet Sebastian Law, aged 71, was appointed Independent
Non-executive Director in September 2013 and is the chairman of
the Remuneration Committee and a member of each of the Audit
Committee and the Nomination Committee.

Mr. Law graduated from the University of Texas at Austin with a
doctor of philosophy degree in mechanical/industrial engineering in
1976.

Previously, Mr. Law was an independent non-executive director of
Beijing Capital International Airport Company Limited (SEHK:694)
(from June 2008 to June 2020), a listed company in Hong Kong, and
was a professor of The Chinese University of Hong Kong. He joined
The Chinese University of Hong Kong in 1986 and retired in August
2012. Before retirement, Mr. Law was a professor in the Department
of Decision Sciences and Managerial Economics. He was the
associate dean and subsequently the dean of the Faculty of Business
Administration of The Chinese University of Hong Kong from 1993
to 2002. Prior to returning to Hong Kong, Mr. Law was the director
of Operations Research at the Cullen College of Engineering and the
director of Graduate Studies in Industrial Engineering at the University
of Houston and was also involved with the U.S. Space Program in his
career with McDonnell Douglas and Ford Aerospace in the United
States. He acted as a consultant for various corporations in Hong
Kong and overseas. He had also served on the boards of profit, non-
profit and charitable organisations in Hong Kong and overseas. In
addition, Mr. Law had once served as a member of the Provisional
Regional Council of the Hong Kong Special Administrative Region
Government and various other committees, he was active in public
services.

Currently, Mr. Law is an independent non-executive director of
each of Global Digital Creations Holdings Limited (SEHK:8271),
Tianjin Port Development Holdings Limited (SEHK:3382), Binhai
Investment Company Limited (SEHK:2886), Regal Hotels International
Holdings Limited (SEHK:78) and Tianjin Binhai Teda Logistics (Group)
Corporation Limited (SEHK:8348) respectively, and an independent
supervisor of Beijing Capital International Airport Company Limited
(SEHK:694), all of which are listed on the Stock Exchange.
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Mr. Chen Jianxiong, aged 64, was appointed Independent
Non- executive Director in June 2020 and is a member of each
of the Nomination Committee and the Remuneration Committee
respectively.

Mr. Chen is a senior economist and a senior human resources
management specialist. He graduated from Hong Kong Baptist
University with a master of science degree in applied accounting and
finance.

Previously, Mr. Chen was an executive director of China Orient Asset
Management Co., Ltd. and had held various senior positions there
including the vice president, the board secretary and the general
manager of human resources department. He also served sequentially
as the chairman of the board of directors of Bangxin Asset
Management Co., Ltd. and Orient Bangxin Finance Holding Co.,
Ltd. In addition, he had served as the head of deposits division and
head of personnel and education division of Bank of China Zhejiang
Branch. Mr. Chen has extensive experience in the fields of corporate
management, economic and finance, human resources and banking.

Mr. Shen Zongbin, aged 57, was appointed Independent Non-
executive Director in June 2021 and is a member of each of the
Audit Committee, the Nomination Committee and the Remuneration
Committee.

Mr. Shen is a practicing lawyer in the PRC and holds the qualifications
of patent attorney and securities investment fund in the PRC. He
graduated from Kyushu University in Japan with a doctoral degree
in engineering, is a post-doctoral fellow and also a senior engineer.
Mr. Shen has extensive experience in law, specialised in corporate
business, investment, merger and acquisition, dispute resolution etc.,
and technology.

Previously, Mr. Shen was the deputy chief engineer of China
Environmental Protection Group Co., Ltd. and the post-doctoral
fellow of the post-doctoral mobile station of China Iron & Steel
Research Institute Group Co., Ltd..

Currently, Mr. Shen is a full-time lawyer and a partner of Beijing
Zhongwen Law Firm, a member of All China Lawyers Association and
a member of All China Patent Agents Association. Mr. Shen has also
been appointed as a consultation expert and a duty counsel lawyer of
the Supreme People’s Procuratorate.
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The Company is committed to maintaining good corporate
governance standard and procedures to safeguard the interests of all
shareholders and to enhance accountability and transparency.

COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

The Company has complied with the code provisions of the CG Code
during the year under review.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) of
the Listing Rules as a code of conduct of the Company for Directors’
securities transactions.

Having made specific enquiry of all Directors, the Directors have
complied with the required standards set out in the Model Code
and the Company’s code of conduct regarding Directors’ securities
transactions throughout the year under review.

Employees who are likely to possess inside information in relation to
the Company or its shares are required to prohibit from dealing in
Shares during the black-out period.

BOARD OF DIRECTORS
Composition

The Board currently comprises a total of 11 (10 male and 1 female)
Directors, being 5 Executive Directors, 2 Non-executive Directors and
4 Independent Non-executive Directors. The list of Directors is set out
in the section headed “Directors’ report” of this annual report. In
addition, an updated list of the Directors and their roles and functions
is published on the websites of the Stock Exchange and the Company
respectively.

The Board is characterised by significant diversity with mixed-
gender and has a balance of skills and experience appropriate for
the requirements of the business of the Company. The Directors’
biographical information is set out in the section headed “Directors’
Biographies” of this annual report.

TEERRE

ARBBNEFREFEREREARERF - NA#
EEBRENE  ReREELERE -

A}
A}

BFEEER

A

ARBREBEFEASETEEEATRATA
fER3C ~

EITESFIZNEESTA

ARBICHEFTETESF S MM LR RIF
FHETAEFETEAFRINRETA(RE
SAIDIEREARGOTTRTA -

ERFEESELRTENE  FEEFROE
FENDETEEFHRAAANEPEERTE
%32 5 01T R T BT RO -

TAAREEBARARRIKERDAOATHEE D
N | WEE‘E

B8 HIEREERREZTRREND -

EEg

EZgRRABNI0BI1)BES - BASBHNT
EX 2BFNTESTRABBYIFNTESRH
Ko EEZRERFINAFRIE=TGRE] A -
BN BRFNEFTREREAGEBEDHTIE
TRBERZ P R AN R R A8 UA | o

EXEeARENZTLEE KETE2EBE—
MR BEA R ARG AHRREE RIDMER -
EENENENBINAFERIEEEHN & -



142 SHOUGANG FUSHAN RESOURCES GROUP LIMITED Annual Report 2022

CORPORATE GOVERNANCE REPORT

(continued)

BOARD OF DIRECTORS (continued)
Composition (continued)

The Directors give sufficient time and attention to the affairs of the
Group. All Directors are required to disclose to the Company at
the time of their appointment and to provide the number and the
nature of offices held in public companies or organisations and other
significant commitments with an indication of the time involved
annually.

Save for those as disclosed in the section headed “Directors’
Biographies” of this annual report, the Board members have no other
financial, business, family or other material/relevant relationships with
each other.

The Board includes a balanced composition of Executive and Non-
executive Directors (including Independent Non-executive Directors)
so that there is a sufficient independent element on the Board, which
can effectively exercise independent judgement.

The Non-executive Directors (including Independent Non-executive
Directors) are of sufficient number and calibre for their views to carry
weight. The functions of Non-executive Directors include:

e  bringing an independent judgement at Board meetings;
e  taking the lead where potential conflicts of interests arise;
e  serving on Board committees if invited; and

e scrutinising the Company’s performance and monitoring
performance reporting.

The Non-executive Directors (including Independent Non-executive
Directors) have made a positive contribution to the development of
the Group strategy and policies through independent, constructive
and informed comments. They give the Board and the committees
on which they serve the benefit of their skills, expertise, varied
backgrounds and qualifications through regular attendance and
active participation.

Composition of the Board is disclosed, and the Independent Non-
executive Directors are identified, in all corporate communications to
shareholders.
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(continued)

BOARD OF DIRECTORS (continued)

Board Diversity

The Company adopted a board diversity policy (the “Board Diversity
Policy”) on 28 August 2013 which sets out its approach to achieve
diversity on the Board with a view to achieving a sustainable and
balanced development of the Group.

The Company seeks to achieve Board diversity through the
consideration of a number of factors, including but not limited
to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service.
The Company will also take into account factors based on its own
business model and specific needs from time to time. The ultimate
decision will be based on merit and contribution that the selected
candidates will bring to the Board.

The board will review the implementation and effectiveness of its
board diversity policy annually.

The Company currently has eleven Directors, one of which is female,
representing approximately 9% in proportion. The Board targets to
maintain the existing proportion of female in the Board to maintain
gender diversity and will continue to increase the proportion of
female members in the future if suitable candidates are available.
For more information on the measures the Company has adopted to
evaluate potential candidates to achieve diversity, please refer to the
“Nomination Committee” section of this report.

In 2022, approximately 12% of our workforce is female. For details
of gender distribution, please refer to the “Environmental, Social
and Governance Report” in this annual report. We may face the
issue of whether the supply of female personnel in the human
resources market matches the qualifications, experience and skills
required for positions within the Group. Despite these challenges,
we are committed to creating favorable conditions in our working
environment to hire more female staff based on the qualifications,
experience and skills required.
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BOARD OF DIRECTORS (continued)

Director Nomination Policy

The Company adopted a director nomination policy (the “Director
Nomination Policy”) on 12 December 2018 which sets out the criteria
and process in the nomination and appointment of directors of the
Company, in order to ensure that the Board has a balance of skills,
experience and diversity of perspectives appropriate to the Company,
and ensure the Board continuity and appropriate leadership at Board
level.

According to the selection criteria of the Director Nomination
Policy, the Nomination Committee will carry out evaluation on
candidates by considering their character, professional qualifications,
skills, experience, independence (in case of Independent Non-
executive Directors), gender and time commitment and then make
recommendation to the Board based on the nomination procedure.
The Nomination Committee will also review the Director Nomination
Policy from time to time and recommend proposed amendments to
the Board when necessary to satisfy the business needs and to ensure
its compliance with the regulatory requirements and maintain good
corporate governance practices.

When an INED serving more than 9 years be considered for re-
election, the factors considered, the process and the Board or
Nomination Committee’s discussion in arriving at the determination
in the explanation on why such INED is still independent and should
be re-elected would be disclosed in the papers to shareholders
accompanying the relevant resolution.

Role and Function of the Board and the Management

The Board is responsible for overall strategic formulation and
performance monitoring of the Group. It delegates day-to-day
operations of the Company to the Executive Committee and the
management within the control and authority framework set
by the Board. In addition, the Board has also delegated various
responsibilities to the Audit Committee, the Remuneration Committee
and the Nomination Committee. Further details of these committees
are set out in this report.
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BOARD OF DIRECTORS (continued) EEE(HE)

Board Meetings EEEER

The Board meets regularly and holds at least 4 Board meetings a
year. Additional meetings will be arranged, if and when required. The
Directors can attend meetings in person or through electronic means
of communication in accordance with the Articles.

The Company Secretary assists the Chairman in drawing up the
agenda of each Board meeting. Draft agenda of each regular Board
meeting will be sent to all Directors for review before the agenda is
issued and all Directors may request for inclusion of other matters
in the agenda. The Chairman will take into account the matters
proposed by the Directors and where appropriate, approve the
inclusion of such matters in the agenda of the Board meeting.
Generally, at least 14-day notice of a regular Board meeting is given
and the Company aims at giving reasonable notice for all other
Board meetings. The Company also aims at sending the agenda and
the accompanying board papers, which are prepared in a form and
quality sufficient to enable the Board to make informed decisions
on matters placed before it, to all Directors at least 3 days before
the intended date of a Board meeting. Where queries are raised by
Directors, prompt and full responses will be given if possible.

There has been procedure in place to enable Directors to seek
independent professional advice in appropriate circumstances at the
Company’s expenses. The Board shall resolve to, upon reasonable
request, provide separate independent professional advice to
Directors to assist them perform their duties to the Company.

The Company Secretary is responsible for taking minutes of Board
meetings and Board committee meetings, draft and final versions
of which would be sent to Directors for comments and records
respectively, within a reasonable time after each meeting. Minutes
are recorded in sufficient detail the matters considered and decisions
reached, including any concerns raised by Directors or dissenting
views (if any) expressed. Minutes of Board meetings and Board
committees meetings are kept by the Company Secretary and are
open for inspection by any Director/committee member.
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BOARD OF DIRECTORS (continued)

Board Meetings (continued)

If a substantial shareholder or a Director has a conflict of interest
in a matter (including material transaction with connected persons)
which the Board has determined to be material, the matter will
be dealt with by a physical Board meeting, rather than a written
resolution. Independent Non-executive Directors who, and whose
close associates, have no material interest in the transaction should
be present at that Board meeting.

Except for those circumstances permitted by the Articles and all
applicable laws, rules and regulations, a Director shall not vote on any
Board resolution approving any contract or arrangement or any other
proposal in which he or any of his close associates (or associates
where the transaction or arrangement is a connected transaction
under Chapter 14A of the Listing Rules) has a material interest nor
shall he be counted in the quorum present at the meeting.

Attendance Records

During the financial year ended 31 December 2022, the Directors
have made active contribution to the affairs of the Group. Subject to
the requirements under the Listing Rules, the Board considered and
approved, among other things, various projects contemplated by the
Group in the form of physical meetings and written resolutions, and
the review and approval of the interim results and annual results of
the Group must be done by way of physical meetings.
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(continued) (4&)
BOARD OF DIRECTORS (continued) EEg(@
Attendance Records (continued) o A0 &% (48)
Records of the Directors’ attendances at the Board meetings, ZEZER_T__FHEZC S  EXZEgSg
Audit Committee meetings, Nomination Committee meetings, and & * IRRZEeea kFWEZEeea 2 H/ER
Remuneration Committee meetings in 2022 are as follows: RN

Number of meeting(s) attended/eligible to attend
HESEXRY SEREESRRE

Audit Nomination Remuneration
Directors Board Committee Committee Committee
5= EEg EREES REEEE FHEES
Executive Directors
BITES
Ding Rucai (Chairman) 6/6 N/AT 3 F 171 1/1
TET(EE)
Fan Wenli 6/6 N/AZ 33 A N/AT 3 A N/AA3E A
SBF
Chen Zhaogiang 5/6 N/A 35 N/A 35 A N/A 35
FRIK 8
Liu Qingshan 6/6 N/AiE A N/AT i B N/AZ~ 3 F
21510
Wang Dongming 6/6 N/A 3 N/A 35 N/A 35 A
F A8
Non-executive Directors
FHITES
Chang Cun 6/6 N/A 33 N/A 35 A N/A 33
BF
Shi Yubao 6/6 N/A 3 A N/AA3E 1/1
RrEE
Independent Non-executive Directors
BIYFHTES
Choi Wai Yin 6/6 2/2 11 11
=EE
Japhet Sebastian Law 6/6 2/2 1/1 1/1
7 X ik
Chen Jianxiong 5/6 N/AT 3 A 0/1 1/1
BoR M
Shen Zongbin 6/6 2/2 171 11
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BOARD OF DIRECTORS (continued)
Access to Information

The Board is supplied with sufficient explanation and information
by the management to enable the Board to make an informed
assessment of financial and other information put before it for
approval. The management provides all Board members with monthly
updates which give a balanced and understandable assessment of
the Company’s performance, position and prospects in sufficient
details to enable the Board as a whole and each Director to discharge
their duties. Where any Director requires more information than
is volunteered by the management, each Director has the right to
separately and independently access to the Company’s management
to make further enquiries if necessary.

Appointment and Re-election of Directors

Appointment of new Directors is a matter for consideration by
the Nomination Committee. The Nomination Committee will give
adequate consideration to the Director Nomination Policy and Board
Diversity Policy, will review the profiles of the candidates, and will
make recommendations to the Board on the appointment, re-
appointment and nomination of Directors.

According to the Articles, any Director so appointed by the Board
shall hold office, in the case of filling a casual vacancy, only until the
next following general meeting of the Company or, in the case of
an addition to their number, until the next following annual general
meeting of the Company, who shall then be eligible for re-election
at such general meeting. Every Director is subject to retirement by
rotation at least once every 3 years. At each annual general meeting,
one-third of the Directors for the time being, or, if their number is
not three or a multiple of three, then the number nearest to but not
less than one-third, shall retire from office by rotation.

None of the existing Non-executive Directors and Independent Non-
executive Directors is appointed for a specific term, but they are
subject to retirement by rotation and re-election by shareholders at
annual general meeting pursuant to the Articles.
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BOARD OF DIRECTORS (continued)

Independent Non-executive Directors

The Company has appointed 4 Independent Non-executive Directors
and at least one of them has appropriate professional qualifications
or accounting or related financial management expertise, complied
with Rules 3.10(1) and 3.10(2) of the Listing Rules.

The number of Independent Non-executive Directors represents more
than one-third of the Board, complied with Rule 3.10A of the Listing
Rules.

The Company has received from each of its Independent Non-
executive Directors an annual confirmation regarding the
independence of himself and his immediate family members pursuant
to Rule 3.13 of the Listing Rules, the Company considers that all of
the Independent Non-executive Directors are independent.

Pursuant to code provision B.1.4 of the CG Code, the Company
ensures independent views and input are available to the Board via
the below mechanisms:

1. The Board composition and the independence of Independent
Non-executive Directors should be reviewed by the Nomination
Committee regularly, in particular the proportion of Independent
Non-executive Directors and the independence of Independent
Non-executive Directors who have served for more than nine
years;

2. An annual written confirmation should be received by the
Company under Rule 3.13 of the Listing Rules from each of
the Independent Non-executive Directors in relation to his
independence to the Company;

3. The chairman of the Board should meet with Independent Non-
executive Directors without the presence of other Directors at
least once annually; and

4. All members of the Board can seek independent professional
advice when necessary to perform their responsibilities.
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BOARD OF DIRECTORS (continued)

Independent Non-executive Directors (continued)

Pursuant to code provision B.2.3 of the CG Code, if an independent
non-executive director has served more than nine years, such
director’s further appointment should be subject to a separate
resolution to be approved by shareholders. The papers to
shareholders accompanying that resolution should state why the
board (or the nomination committee) believes that the director is
still independent and should be re-elected, including the factors
considered, the process and the discussion of the board (or the
nomination committee) in arriving at such determination.

During the year under review, no Independent Non-executive Director
serving the Board more than 9 years has been re-elected. In the AGM
2023, Mr. Choi Wai Yin, Independent Non-executive Director serving
the Board for more than 9 years, will be re-elected in accordance
with the code provision.

Currently, no Independent Non-executive Director held 7 (or more)
listed company directorships. Each Independent Non-executive
Director has indicated that he is able to devote sufficient time to the
Board's affairs to fulfil his responsibilities, and has confirmed that he
does not hold any cross directorship or other significant links with
other directors through involvement in other companies.

Insurance for Directors’ and Officers’ Liability

Appropriate insurance cover on directors’ and officers’ liabilities has
been in force to protect the Directors and officers from their risk
exposure arising from the businesses of the Group.

Directors’ Training and Professional Development

Every newly appointed Director will be given an introduction of
regulatory requirements. Directors are continually updated on the
latest development of the Listing Rules, legal and other regulatory
requirements to ensure compliance and upkeep of good corporate
governance practice. Directors are also encouraged to participate in
continuous professional development to develop and refresh their
knowledge and skills. The Company Secretary facilitates induction
and professional development of Directors and the Company is
responsible for arranging and funding suitable training for the
Directors.
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BOARD OF DIRECTORS (continued) BEEE(H)

Directors’ Training and Professional Development EERIIREXERE @

(continued)

All Directors have provided to the Company their records of training FPIEEECRARRRHKESHEEFENES
received during the year under review, a summary of which is as BolmRCe: - BEEMT
follows:

Continuous professional development

Directors Type (Note I) Subject (Note /l)
2= BEGLH) ARG
Ding Rucai A 1,3
T&A B 1,2,3,4
Fan Wenli A 1,3
SEICH B 1,2,3,4
Chen Zhaogiang A 1,3
BRIK B 1,2,3,4
Liu Qingshan A 1,3
2151 B 1,2,3,4
Wang Dongming A 1,3
B B 1,2,3,4
Chang Cun A 1
BiF B 1,2
Shi Yubao A 1
BHEE B 1,2
Choi Wai Yin A 1
=EE B 1,2
Japhet Sebastian Law A 1
iy g B 1,2
Chen Jianxiong A 1
PRI LE B 1,2
Shen Zongbin A 1

E R B =2
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BOARD OF DIRECTORS (continued)

Directors’ Training and Professional Development
(continued)

Continuous professional development (continued)

Note I:

A:  Attending seminars, conferences, forums, in-house briefings or in-house
training

B:  Reading newspapers, journals and updates
Note II:

1. Laws, rules and regulations

2. Finance, accounting or taxation

3: Management

4:  Businesses relating to the Group

CHAIRMAN AND MANAGING DIRECTOR

The roles of chairman and managing director are separate and
exercised by different individuals to reinforce their independence and
accountability. Mr. Ding Rucai is the Chairman and Mr. Fan Wenli
is the managing director of the Company. The Chairman provides
leadership for the Board and ensures that the Board works effectively
and performs its responsibilities. The managing director of the
Company has overall chief executive responsibility for the Group’s
business development and day-to-day management generally. The
division of responsibilities between the Chairman and the managing
director of the Company is clearly established and set out in writing.
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(continued)

CHAIRMAN AND MANAGING DIRECTOR
(continued)

The responsibilities of the Chairman include, amongst other things:

e taking primary responsibility for ensuring that good corporate
governance practices and procedures are established,;

e ensuring that all Directors are properly briefed on issues arising
at Board meetings, and ensuring that Directors receive, in a
timely manner, adequate information which must be accurate,
clear, complete and reliable;

e encouraging all Directors to make a full and active contribution
to the Board's affairs and taking the lead to ensure that the
Board acts in the best interest of the Company;

e encouraging Directors with different views to voice their
concerns, allowing sufficient time for discussion of issues and
ensuring that Board decisions fairly reflect Board consensus;

e ensuring that appropriate steps are taken to provide effective
communications with shareholders and that their views are
communicated to the Board as a whole; and

e promoting a culture of openness and debate by facilitating the
effective contribution of Non-executive Directors in particular
and ensuring constructive relations between Executive and Non-
executive Directors.

During the year, the Chairman held meeting with the Independent
Non-executive Directors without the presence of other Directors.
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BOARD COMMITTEES

The Board has established the following committees to oversee
particular aspects of the Company’s affairs and to assist in the
execution of the Board’s responsibilities. All committees have their
own terms of reference. All resolutions passed by the committees will
be reported to the Board at the Board meeting where appropriate.

Executive Committee

The Executive Committee was established in May 2009 with specific
written terms of reference which deal clearly with its authorities and
duties.

The Executive Committee has been conferred with the general
powers of the Board (except those matters specifically reserved for
the Board) to manage and oversee the operations of the Group and
has been assigned with the responsibilities to perform the corporate
governance duties as follows:

to develop and review the Company’s policies and practices on
corporate governance and make recommendations to the Board;

e to review and monitor the training and continuous professional
development of Directors and senior management;

e to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

° to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the Group’s employees
and Directors;

e  to review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report; and

e to conform to any requirement, direction, regulation that may
from time to time be prescribed by the Board or contained in
the constitution of the Company or imposed by legislation.
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BOARD COMMITTEES (continued)

Executive Committee (continued)

As per the list below, the Executive Committee comprises all Executive
Directors with the Chairman as the chairman of the committee.

Committee chairman Ding Rucai
Member Fan Wenli
Member Chen Zhaogiang
Member Liu Qingshan
Member Wang Dongming

During the year under review, 1 meeting for the purpose of
performing the corporate governance duties was held by the
Executive Committee, all members at the time (namely Ding Rucai,
Fan Wenli, Chen Zhaogiang, Liu Qingshan and Wang Dongming)
attended that meeting. The major works performed by the Executive
Committee during the year under review included, amongst other
things, the following:

e reviewed the Company’s compliance with the CG Code and
disclosure in the corporate governance report of the Company;

e managed and overseeing the daily operation of the Group; and

e  performed corporate governance duties.
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BOARD COMMITTEES (continued)

Audit Committee

The Audit Committee was established in October 1999 with specific
written terms of reference which deal clearly with its authorities and
duties. The terms of reference of the Audit Committee are posted on
the website of the Company.

The principal duties of the Audit Committee include, amongst other
things:

e making recommendations to the board on the appointment,
reappointment and removal of the external auditor, and
approving the remuneration and terms of engagement of the
external auditor, and handling any questions of its resignation or
dismissal;

e reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process
in accordance with applicable standards, and discuss with
the auditor the nature and scope of the audit and reporting
obligations before the audit commences;

e reviewing and monitoring integrity of the issuer’s financial
statements, annual report and accounts and interim report, and
reviewing significant financial reporting judgements contained
in them:;

e reviewing the Company’s financial reporting system, risk
management and internal control systems;

e ensuring the reporting principles of the ESG report complied
with the requirement of the Listing Rules, and reported the
finding to the Board; and

e reviewing the arrangements that employees of the Company
can use, in confidence, to raise concerns about possible
improprieties in financial reporting, internal control or other
matters.

The Audit Committee has explicit authority to investigate any activity
within its terms of reference and the authority to obtain outside
legal or other independent professional advice, at the Company’s
expense, to perform its responsibilities if it considers necessary. It is
given access to and assistance from the employees and reasonable
resources to perform its duties properly.
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BOARD COMMITTEES (continued)

Audit Committee (continued)

As per the list below, the chairman and all members of the Audit
Committee are Independent Non-executive Directors. None of the
members of the Audit Committee are former partners of the auditor
of the Company.

Choi Wai Yin
Japhet Sebastian Law
Shen Zongbin

Committee chairman
Member
Member

The major works performed by the Audit Committee during the year
under review included, amongst other things, the following:

. reviewed the final results and annual financial statements of the
Group for the financial year ended 31 December 2021;

. reviewed the interim results and interim financial statements of
the Group for the six months ended 30 June 2022;

e reviewed the reports on the risk management and internal
control systems of the Group prepared by the internal audit
department;

e oversaw and reviewed the effectiveness of the Group’s risk
management (including ESG risks) and internal control systems
(including financial, operational and compliance controls);

e met with the auditor of the Company in the absence of
management, to discuss matters relating to its audit fees, any
issues arising from the audit and any other matters the auditor
may wish to raise;

e made recommendation to the Board regarding the re-
appointment of Company’s auditor; and

e reviewed the ESG report and to ensure the reporting principles
complied with the requirement of the Listing Rules, and reported
the finding to the Board.

During the year under review, the Board had no disagreement
with the Audit Committee’s view on the selection, appointment,
resignation or dismissal of the external auditor.
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BOARD COMMITTEES (continued)
Nomination Committee

The Nomination Committee was established in May 2009 with
specific written terms of reference which deal clearly with its
authorities and duties. The terms of reference of the Nomination
Committee are posted on the website of the Company.

The principal duties of the Nomination Committee include:

e reviewing the structure, size and composition of the Board and
making recommendations on any proposed changes to the
Board to complement the Company’s corporate strategy;

e identifying individuals suitably qualified to become Board
members and selecting or making recommendations to the
Board;

e assessing the independence of Independent Non-executive
Directors;

e making recommendations to the Board on the appointment
or re-appointment of Directors and succession planning for
Directors; and

e reviewing the Board Diversity Policy, as appropriate; and
reviewing the measurable objectives that have been set for
implementing the Board Diversity Policy, and reviewing the
progress on achieving the objectives.

Where vacancies exist at the Board, candidates are proposed and
put forward to the Nomination Committee for consideration. The
recommendations of the Nomination Committee made in accordance
to the Director Nomination Policy will then be tendered to the Board
for approval. In considering the nomination of a new Director,
the Nomination Committee will give adequate consideration to
the Board Diversity Policy and take into account the qualification,
ability, working experience, leadership and professional ethics of the
candidates. In determining the independence of Directors, the Board
follows the requirements set out in the Listing Rules.
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BOARD COMMITTEES (continued)

Nomination Committee (continued)

The Nomination Committee has explicit authority to seek any
necessary information from the employees within its scope of
duties and the authority to obtain outside independent professional
advice, at the Company’s expense, to perform its responsibilities if it
considers necessary.

As per the list below, the chairman of the Nomination Committee
is the Chairman and the Independent Non-executive Directors
constitute the majority of the Nomination Committee.

Committee chairman Ding Rucai

Member Choi Wai Yin
Member Japhet Sebastian Law
Member Chen Jianxiong
Member Shen Zongbin

The major works performed by the Nomination Committee during
the year under review included, amongst other things, the following:

e assessed the independence of the Independent Non-executive
Directors;

e considered and making recommendations to the Board on the
re-election of Directors at the annual general meeting; and

e reviewed the existing Board Diversity Policy.
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BOARD COMMITTEES (continued)

Remuneration Committee

The Remuneration Committee was established in September 2005
with specific written terms of reference which deal clearly with its
authorities and duties. The terms of reference of the Remuneration
Committee are posted on the website of the Company.

The principal duties of the Remuneration Committee include:

e making recommendations to the Board on the Company’s
policy and structure for all remuneration of Directors and senior
management of the Group;

e reviewing and approving the management’s remuneration
proposals with reference to the Company’s goals and objectives;

e determining, with delegated responsibility, the remuneration
packages of individual Executive Directors and senior
management and making recommendations to the Board on the
remuneration of Non-executive Directors;

e considering salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the Group;

e reviewing and approving compensation payable to Executive
Directors and senior management and compensation
arrangements relating to dismissal or removal of Directors for
misconduct; and

e ensuring that no Director or any of his/her associates is involved
in deciding his/her own remuneration.

The Remuneration Committee may consult the Chairman and/or
the managing director of the Company about their remuneration
proposals for other Executive Directors. It has explicit authority to seek
any necessary information from the employees within its scope of
duties and the authority to obtain outside independent professional
advice, at the Company’s expense, to perform its responsibilities if it
considers necessary.
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BOARD COMMITTEES (continued) EEEETZES(HE)

Remuneration Committee (continued) FMEEE(E)

The remuneration policies for the Company as well as the Directors AR A R EEHF B R Y EMISEKE R TER
are market alignment and reward for performance. The Company IR #ME - AR B EEZEHIHEN - HH BT
reviews the remuneration package annually taking into consideration — #AJ% M EAARIR - ILFEBRTHMMAES -

of the market practice, competitive market position and individual

performance.

As per the list below, the chairman of the Remuneration Committee 0 RERFF7] > HEEE SN TFEHR — 2B IFH
is an Independent Non-executive Director and the Independent Non- ~ {TEHE(T » ﬁi##ﬂﬁi%ﬁ FMZEgRKR
executive Directors constitute the majority of the Remuneration %[ °

Committee.

Committee chairman Japhet Sebastian Law ZEgFRE 7R
Member Ding Rucai 8 TaA
Member Shi Yubao pg=! FEE
Member Choi Wai Yin (o= BEE
Member Chen Jianxiong 8 Bk
Member Shen Zongbin K8 LR

The major works performed by the Remuneration Committee during HMZESGHREBEFTEANBIT