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About This Report and The Statement of The Board of Directors st Hll o &

Northeast Electric Development Company Limited (“NEE” or the
“Company”) and its subsidiaries (collectively referred to as the “Group”,
“we”, “us” or “our”) have been preparing the Environmental, Social and
Governance Report (the “Report” or the “ESG Report”) since 2017 and
publish it at the fixed period annually. Based on practical experience of
previous years, we strive to further implement the concept of sustainable
and healthy development. The Report aims to give a fair picture of the
Group’s exploration, development and practice in respect of environmental
protection, corporate social responsibility and corporate governance in

2025, in a bid to help more stakeholders better understand the Group’s

achievements in this respect.

Reporting Principles

During the preparation of the Report, the standards and guidelines we
followed and referred to include the Guidelines of the Environmental,
Social and Governance Reporting Guide (“ESG Reporting Guide”)
stated in the Appendix C2 to the Rules Governing the Listing of Securities
on the Stock Exchange of Hong Kong Limited, the Guidelines for the
Preparation of Corporate Social Responsibility Reports in China issued by
Chinese Academy of Social Sciences and the GRI Sustainability Reporting
Standards issued by the Global Sustainability Standards Board, this report
follows the reporting principles of materiality, quantification, balance and

consistency..

Reporting Scope

The Report covers the period from 1 January 2025 to 31 December 2025.
The Report focuses on the performances of the Company and its principal
subsidiaries Fuxin Enclosed Busbar Co., Ltd (“Fuxin Busbar”) and Hainan
Garden Lane Flight Hotel Management Co., Ltd. (“Garden Lane Flight
Hotel”) on environment, social responsibility and governance during the

reporting period.
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About This Report and The Statement of The Board of Directors & st il i S eng il

As the supreme decision-making division for ESG management of the
Group, the Board of Directors is primarily responsible for the formulation
and supervision of ESG strategies, ensuring the establishment of effective
ESG risk management and internal supervision systems, and is responsible
for considering and approving annual ESG reports. Meanwhile, the Group
has designated relevant functional personnel to form a working group
which shall carry out annual ESG work pursuant to the ESG management
strategy resolved by the Board, and is mainly responsible for assessing and
identifying ESG-related risks, making improvement plans, collecting and
submitting data related to ESG management to the Board and preparing

annual ESG reports.

Core Business

During the reporting period, based on the original research and
development, design, production and sales businesses of power transmission
and transformation equipment related products, the Group continue pushed
forward the Company’s overall transformation and upgrading from the
traditional manufacturing sector to modern service industry, with a view to
seeking new business opportunities and profit growth drivers, which has
brought about new momentum to the Company’s sustainable operation
and development. Main products include enclosed busbars mainly used for
power system to improve the energy efficiency of transmission lines and
support high power transmission (being an important piece of equipment

for power system) and hotel accommodation, and catering.
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Corporate Vision

Vigorously fulfilling its environmental responsibility of “Friendly
Environment, Warm Home”, the Company strives to create an
environment friendly enterprise. In line with the business objective of “Good
Faith for Reputation, Everlasting Innovation”, it provides customers
with better products and services through the concerted efforts of all

employees to keep abreast of the times and struggle ahead.

As a responsible and visionary enterprise, we create value to shareholders
and potential investors through optimising corporate governance,
environmental protection, talent development and factory environment
investment, and simultaneously support our business philosophy and
objectives, promote sustainable development strategy, implement
environmental-friendly policies, fulfill corporate social responsibility,
devote to sustainable talent growth, and endeavor to build a more pleasant

and harmonious social environment.

The Group actively improves its corporate governance structure to
standardise its operation. The Group seriously complied with the provisions
of “Corporate Governance Code” and “Corporate Governance Report” in
Appendix C1 to the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited and, where appropriate, adopted the

recommended best practices as specified therein.
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The Statement of The Board of Directors

Based on the implementation of this report in various aspects of EGS, the

Board of Directors believes that:

(@)

(i)

(iif)

The supervision of ESG matters by the board of directors is
appropriate and reasonable. Both the board of directors and the
management have paid sufficient attention and attention to ESG
matters, and are able to actively participate in discussions and work

decisions related to ESG matters;

The ESG management policies and strategies of the board of
directors, including a controllable process of assessing, prioritizing,
and managing important ESG related matters (including risks to the

issuer’s business);

Each specialized committee of the board of directors reviews the
progress of managing ESG related objectives in accordance with
their respective roles and responsibilities, which are all related to

the issuer’s business.
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China solemnly commits to the gas environment and climate governance
goals of “achieving carbon peak by 2030 and carbon neutrality by
20607, “Government Work Report” and “14th Five-Year Plan” and
“15th Five-Year Plan” Incorporate “double carbon” into the overall
layout of ecological civilization construction and high-quality development,
accelerate the promotion of green and low-carbon development, actively
adjust the energy structure, promote the adjustment and upgrading of the
industrial structure, start super projects such as the construction of new
infrastructure and the technological transformation of energy conservation
and carbon reduction in key areas, rely on technological progress and
innovation to drive industrial growth, and promote the development of
traditional industries. Low-carbon transformation, vigorously develop
a new green and low-carbon economy, reduce energy consumption
and carbon emissions of industrial industries, and gradually realize the
decoupling of economic growth and carbon emissions. Carbon neutrality
will be achieved, and carbon emission management will become the third

wave of economic growth after real estate and IT.

o B R | 2030 SF i TEBLAR R I ~ 2060 45 i
BB FRRRRER A B > (BUF
TAEsRE) A1 TR, TR AREEE T
ARSI SN = E BV AT -
PRk (L RbER I - BAMTHELAE RGNS - A
SECHI BRI 4] - RREh R RS st ~ B
SRR BT UE F R TR » IRFERGITHES
FIEHTBRENE R - (A AR SRR RhEE AL
RITE T IIER RIRECT - FR(R IS A SEAVRETR
HBEAIBRTER > &5 EIH LR R AR IERATHR
> RPN EE R HEFHE - IT Z1RHIE =)
OB RS -



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2025

BB @R n 2025

Environmental Responsibilities 3238 5 {T:

According to the “2025 Green Development Report” released by the
Zero Carbon Research Institute of the Beijing News on 18 December 2025,
China’s performance in the global efforts to reduce carbon emissions
is particularly outstanding. In 2022, the carbon dioxide emissions per
RMB10,000 of GDP nationwide decreased by 0.8%. In 2023, the energy
consumption per RMB 10,000 of GDP nationwide decreased by 0.5%
compared with that in 2022. The energy consumption per unit of GDP
in 2024 decreased by more than 3% compared with that in 2023. Thanks
to the optimization of the energy structure, industrial upgrading, and the
comprehensive promotion of green policies, China’s achievements in
carbon reduction have demonstration significance on a global scale. In
the energy structure, the proportion of coal consumption has dropped
to 55.3%, a decrease of 5.1 percentage points compared with 2017, and
the dependence on fossil energy continues to decline. At the same time,
the consumption proportion of clean energy sources such as natural gas,
hydropower, nuclear power, and wind power has grown rapidly, reaching
26.4% by 2023. The proportion of power generation from non-fossil energy
sources accounted for nearly 40% of the total power generation in 2024.
The continuous substitution of clean energy not only optimizes the energy
structure but also provides solid support for achieving the goals of carbon

peak and carbon neutrality.

Electricity will be the most core factor of production in the future.
Compared with traditional oil and gas energy, it represents unlimited

incremental growth.
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China’s consistent investment in the new energy revolution has begun to
yield results. In the future, electricity, especially green power, will replace
fossil energies such as coal, oil and natural gas to become the key to the
world’s energy system. China is both a pioneer and a leader in this new

system.

The average share of electricity in final energy consumption in developed
countries is only 19.7%. China plans to increase this proportion to 36% by
2030, achieving sufficient energy security while meeting its dual carbon

emission reduction targets.

As a power transmission and transformation equipment supplier serving
the power industry, the Group has always adhered to the environmental
protection concept of sustainable development, endeavoring to create a
resource-conserving and environment-friendly development model so
as to contribute to the construction of social and ecological civilization.
During the reporting period, the Group conscientiously complied with and
implemented national laws and regulations on environmental protection,
energy conservation and emission reduction, strictly controlled pollutant
discharge with focuses on wastewater, carbon emission and waste
management. Besides, it developed Control Procedures for Identification
and Evaluation of Environmental Elements, Emergency Response and
Preparation Procedures and Risk Response and Control Procedures
so as to effectively control environmental risks. Each production and
operation unit set environmental objectives at the beginning of each
year, detailed the objectives, and carried out monthly assessment and
included the results in salary performance, ensuring the fulfillment of
environmental responsibilities and social commitments. Meanwhile, the
Company has established and constantly improves the green management
system, energetically exploresa low-carbon business model, adheres to
transformation of energy-saving technology and exploiting potential to
reduce consumption, and continues to promote the construction of an

environment-friendly enterprise.
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Emissions

According to the Environmental Protection Law of the People’s
Republic of China, the Law of the People’s Republic of China on
the Prevention and Control of Atmospheric Pollution, the Law
of the People’s Republic of China on Prevention and Control of
Water Pollution, the Law of the People’s Republic of China on
the Prevention and Control of Ambient Noise Pollution, the Law
of the People’s Republic of China on Prevention and Control of
Environmental Pollution by Solid Waste, the Energy Conservation
Law of the People’s Republic of China, the Law of the People’s
Republic of China on Promoting Clean Production and other
laws and regulations, the Group attaches great importance to the
impact of various pollutants on the environment and emission
management standards. Currently, pollutant discharge management
has been included in the environmental performance assessment
of affiliated enterprises. Environmental protection specialists have
been assigned in each hotel and production factory. Environmental
performance assessment has been linked with personnel
performance and promotion, which clarifies responsible persons,
responsibilities, tasks, rewards and punishment, making sure
that assessment indicators in connection with environmental
protection cover all operation procedures. In 2025, there was no

environmental violation with significant impacts on the Group.
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During the 2025 reporting period, on the basis of vigorously
enhancing the business level of enclosed busbars, the Group will
also operate the hotel business. The annual operating revenue was
RMB164.17 million, a increase of 4.9% compared to the 2024
revenue of RMB156.44 million. This is mainly influenced by the
overall favorable policies of the power industries in the beneficiary

countries, Exhaust gases, wastewater, solid waste, noise, smoke,

dust and other pollutants are generated during production and BEHER YIRS IR R R
operation activities, the emissions increased accordingly. The
specific composition of emissions is as follows:
No. |Type Substance emitted Amount/Weight in 2025 Amount/Weight in 2024
JPIR R HEisen 2025 SEY / Hi 2024 5P / i
Dust 0.109mg/m? 0.116mg/m?
1 R
Smog - -
2 5%
Atmospheric Emissions |Noise 49-61db 38-60db
3 | REHER BRE
Carbon dioxide 50t 52t
4 &b
Nitrogen oxides 1.4t 1.5t
5 F&ELEY
Industrial wastewater 2500m? 2100m?
6 |Sewage Emissions EERK
JE7KHERL Sanitary wastewater 12300m* 12000m?
7 ATEREK
Recyclable waste 1.40t 1.20t
8 RIEEGEY
Waste Non-recyclable waste 200t 205t
9 |EEY ] B =Y
Hazardous waste 1.25t 1.25t
10 fElREEY)
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Power transmission and transformation products — Design

and processing of closed busbar

During daily production, only greenhouse gases are released.
Other pollutants generated like industrial wastewater and exhaust
gases contain nodangerous chemical substance after filtration
and can be directly released after meeting the environmental
protection standards. Besides, there will be little dust and smog
that is negligible and mechanical noise of no higher than 60dB
within environmental protection standards. During the processing
of materials, recyclable waste of solid leftover materials will be
generated, such as waste aluminum, iron and copper. In 2025, a
total of 1.40 ton of solid recyclable waste was generated, down

slightly from last year.

Hotel accommodation and catering business

In the newly-expanded business area, the Company also fully
considers a plan that will reduce the impact on environment
in building design, room renovation and equipment selection
for the hotel catering project. During project construction, the
Company actively took measures to control the pollution of smoke,
dust, noise, exhaust gases, wastewater and solid waste on the
construction site within the scope specified by laws, regulations and
construction management rules. After hotel catering premises were
put into operation, a series of environmental protection measures in
strict accordance with national standards were also implemented.
The project has passed the environmental protection acceptance
for completion of construction projects by the local environmental

protection bureau.
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1.1

Exhaust and greenhouse gas emissions

In view of the business nature and production activities of
the Group, carbon dioxide, nitrogen oxides, little dust and
other exhaust and greenhouse gases are generated during
daily operation, mainly from (1) the combustion of fuel
supplied by gas pipes for cooking with kitchen stoves in
hotels and boiler heating; (2) the using of refrigeration
materials by air conditioners in hotels and office areas; (3)

factory machining; and (4) seasonal heating, etc.

The Group strictly complies with the Law of the People’s
Republic of China on the Prevention and Control of
Atmospheric Pollution and continues to implement
effective environmental protection measures. We have
maintained the overall emission density of exhaust and
greenhouse gases at a relatively low level. For smoke, dust
and other pollutants produced during the operation process,
we try to avoid open operation and set up ventilation
devices. We use paint spraying equipment meeting national
environmental protection standards to reduce the emission

of harmful gases.

Greenhouse gases of the Group mainly come from air
conditioning and seasonal heating in hotel rooms and
office areas. A number of serious energy-saving policies
were ongoing in 2025, details of which are described in the

section of “Use of Resources”.

1.1
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{

The Group’s emission of greenhouse gases is summarised R E RSB RIMEEAT
as follows:

Weight Weight
Item (tons of carbon dioxide) 2025 (tons of carbon dioxide) 2024
uiH 2025 fEdih (S AbEE) 2024 SEEE (k)
Total emissions 50 52
P
Density (emissions/employees) 0.18 0.18
wE (B BEAED
Sewage emissions 1.2 JEE AR T
The Group has fully satisfied the regulations provided in AREHCE2EXEERTEARL
the Law of the People’s Republic of China on Prevention FIE K52 FR872%) REH R
and Control of Water Pollution and the Notice of the State W (KI5 atTEhET SR @ %1 )
Council on Issuing the Action Plan for Prevention and WK > EENEEAFEEEEK
Control of Water Pollution. The producers under the Group TEER e g hE - B oRER o /K B HE
have installed water recycling facilities. Most of the water K Y E T\ B Pt S S T
supply and drainage facilities are provided and managed AR TETS /K Y R B SR P R AR L -

by property management companies, and the Group has
discharged all domestic wastewater in accordance with the

national control standards.



14

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2025
Bt @R 2025

Environmental Responsibilities 3235 5 {1

1.3

The production wastewater and domestic wastewater
discharged by the Group during production, operation,
and hotel operation in 2025, as well as the domestic
wastewater generated by employees during daily office
work. The annual operating revenue was RMB164.17
million, a increase of 4.9% compared to the 2024 revenue
of RMB156.44 million. This is mainly influenced by the
overall favorable policies of the power industries in the
beneficiary countries, the emissions increased accordingly.
This year, a total of 14800 cubic meters of sewage were
discharged, with a sewage discharge intensity of 89 cubic
meters per million yuan of operating revenue, a decrease
of 2.4 cubic meters of sewage discharge per million yuan
of operating revenue compared to the previous year. All
the Group’s business sectors strictly comply with the
requirements of the Law of the People’s Republic of China
on Prevention and Control of Water Pollution and other
national laws and regulations, as well as emission standards,
environmental impact assessment documents and pollutant
discharging licenses, and discharge in accordance with

standards.

Waste emissions

The Group generates waste during its operation. We have
established and strictly implemented a waste management
system, aiming to properly dispose all types of waste. In
addition to effective waste management, we also promote
the concept of circular economy throughout the operation
process to reduce waste as much as possible. We encourage

reuse, recycling and replacement of waste.

1.3

2025 FEEAEEEEEEE - HE
KB B BRI Ay A 2 B K AN A S
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1.3.1 Hazardous waste 131 HEBERED

Although the Group produces little hazardous waste every BEAEESEEEEEERDH
year, we have prepared the guidelines on management B HEEREEY > BMIR G EE
and disposal of hazardous waste. Any harmful waste KR ER EREEYNES] » BN E
produced will be disposed of in accordance with relevant EEMAEZREEY > FfIhE IR
environmental protection rules. As activated carbons for TH R R B AR B B 5% SRR ) -
environmental protection facilities need to be replaced BRI 75 A SR —JUE MR
every six months, 1.25 tons of hazardous waste-activated HET S AR VE M R e BE Y - ARHA
carbon generated during this period. NHERE EREEY) 1.25 I -

Weight in 2025 Weight in 2024
Item (tons of hazardous waste) (tons of hazardous waste)
HiH 2025 sEE R (I HBER ) 2024 SEE R (WA HRBESR)
Total emissions 1.25 1.25
P
Density (Emissions/Million revenue) 0.0075 0.008
B (R EE A
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1.3.2 Non-hazardous waste

Certain non-hazardous solid waste is inevitably produced
by the Group during machining and operation of hotel
restaurants, mainly from raw material cutting and
processing, kitchen waste of hotel restaurants, daily
garbage of hotel rooms and waste from office work of
employees. We adopt the classification management and
centralized disposal of non-hazardous solid waste, while
non-recoverable waste like paper and domestic waste is
cleaned by qualified sanitation Company. Recoverable
solid waste, such as waste paper, scrap metal and wood
refuse, is recycled. Discharge of main non-hazardous waste

is summarised as follows:

{

REE I T ROR SR ELE
EEI TP E A A R E L T
[ B g > £ A AR H R AR &
AL ~ 5 B B R e iR -
WG HEHIR AR B TN HE
B WA EEE Ry E T
EEHE > EhREAFEA BHA
AT B BN TR ~ ATERIIRE
AIsa GBS A= EEE -
A3 AT [ (B AR BE SR - W1BFAR
& <5 R B AR E IR A - £
HyfE S BESEYIHR UL T

132 MEFERY

Type Weight (tons) in 2025 Weight (tons) in 2024
b (L 2025 fEd s (i) 2024 fEd L (i)
Recyclable waste — Copper 0.30 0.30
A B R —

Recyclable waste — Aluminium 0.60 0.39
A [l EEY)— i

Recyclable waste — Iron 0.55 0.50
A [l EEY)—

Non-recyclable waste—Domestic waste 202 205
AT [l RE Y — A TERTR
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In order to reduce waste emissions, the Group actively
promotes the related projects in regard to upgrading
and transforming production process, using substitutes
and advocating “demand as needed” by combining with
business characteristics, and examines the amount of non-
hazardous waste produced by each department regularly,
so as to reduce the overall impact of non-hazardous waste

produced on the environment during business operation.

. Further optimise the design drawing, avoid
reworking, reduce the use of raw material and
production of scraps, through which the Group

decreases waste from sources;

. Replace disposable hotel supplies with recyclable
products and try to provide plastic products only
when customers are in need, so as to cut the overuse

of earth resources;

. Adjust the changing pattern of printer consumables,
and encourage employees to print in black and
white as well as on both sides, recycle and use waste

printing paper;

R TRV BEEDDER > A EEEE S
EBRE - /TR ETE
EREAMRS - EEEFRN =
[ - FR M R A A B 7 H BAJEE > I
S e e 25 B S 2 RS SE W AV A B
HiEW - imBREEEBEEE
RS BRI -

. #E—0 B bt B - b
FE i ORI 0 R READRE
A I s B AR AL - 18
TREA PRV ESE

. SRS — KM dn 0 BAE]
T8 22 (5 F AV EE am fF A 5 X
i WEEEETAARE
Rr A TR it SR B A > (AT K
DHHERERA B

. SREESI IR ERiR  BE
HETHER O R EH
FUEN > Bl AIA FSIEN AR -
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Apply “environmental protection logos” in hotel
rooms to remind customers to reduce the frequency
of changing accommodation supplies, so as to

reduce goods consumption and save water;

Launch “Clean Your Plate Campaign” and post
warm tips in all restaurants and canteens suggesting

moderate number of dishes;

Update working mode and advocate paperless

office to reduce unnecessary paper waste;

We have controlled the number of personnel
attending meetings via network, video and online
platforms as far as possible, to prevent unnecessary
on-site gatherings and traveling, thus continued

saving office resources and meeting costs.

ISR B TR,
TR AR MEE LAY 5
BIAR  JRY)in IRAE R &l
QRK

AT TORMATEY o AWAERT
ARBEN&ERERIET
o EEE R

B TR FREMmARIL
WA o DA DB T AR TR OR
=,

PERIE A R
& B R EPEFERK
LT A LRI
ERHTT > fETFr & B
NEFEELA
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Use of Resources

The Group strictly abides by the Law of the People’s Republic of
China on Conserving Energy, the Measures for the Administration
of Industrial Energy Conservation, the Technical Regulations
on Energy Conservation Design of Engineering Machinery and
Standard and Common Industry, the Design Code for Energy
Conservation of Machinery Industry, and other laws, regulations
and government rules. We have developed energy-saving systems
and standard requirements based on business characteristics to
further strengthen energy-saving management. Through measures
such as promotion of energy-saving equipment and electrical
appliances and setting steps to carry out classified collection of
waste, we implement the environmental protection concept of
energy-saving and consumption reduction in all aspects of industrial

production and hotel operation.

BPEEH

AEEFERET T E AR (G4
SEOEY (TEENREEENE) (TR -
PR T SR BN RE S TR AR e ) A (%
PATSEETRE St M) FRBAM R BUE
LRI - FMTEMRIB R R R E T 6
FERIERIREREK - E—DIEREIEEH -
AR N RE A AY R (5 L EE A ~ B AT
USRS USRS B RS RE R FE IR IR
BB TREENNEE SRS IHR
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[ J
2.1  Energy consumption 2.1 HERNEE
The main energy consumption of the Group in its daily BEHRKERZEAREERHE&HE
operations is electricity and water consumption. HY F BEEEE N EE -
Density (per
Density (per million million revenue)
Consumption in revenue) in 2025 Consumption in 2024
No. Type of resource Unit 2025 2025 R RS in 2024 2024 FEREE
JEHR | IR L {EA 2025 fEjNRE R CREE B CBAN) 2024 SERER (REE BB )
1 Power Kwh 4,755,000 28,557 4,834,000 30,900
B
2 Water M3 151,000 901 160,000 1,023
7K

We took proactive measures to achieve the goal of using
electricity economically and efficiently and reducing

carbon emissions:

. Ensure the normal operation of equipment by
reasonable renovation and update, regular repair
and maintenance of equipment used in factory

workshops, hotel rooms and office areas;

AP A R UM R 5 B LA B &Y
PR ~ =8 & RO iR B

B

. A AR TR ] RIS S
MRS (B I T &
BSUEHT - EdEERE
T PRES AT IE B 2T



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2025

BB @R n 2025

Environmental Responsibilities 3238 5 {T:

. Improve the air conditioning and lighting
management of public areas and hotel rooms,
adopt a series of appropriate energy-saving and
environmental protection measures, including the
installation of energy efficient lighting devices
(such as LED lamps or energy-saving light bulbs)
to reduce power consumption, replacement of
heat recovery wheels of new fans in guest rooms,
advocating turning off lights when the natural light

suffices in the office areas;

. Apply energy-saving measures of cooling and air
conditioning systems, and encourage employees
to open windows to circulate air and shut down
air conditioners as much as possible when it is in
moderate temperature, in an effort to save energy

and reduce emission.

. Carry out the six one energy-saving publicity
activities of “a piece of paper, a grain of rice, a
drop of oil, a drop of water, a kilowatt-hour of
electricity, and a ray of sunshine” to scientifically
promote energy conservation and emission

reduction.

In addition, the Group vigorously pushes green office,
advocates green traveling by encouraging employees to
take public transportation or shared bicycles and intensive
way to arranging a commuter bus for employees to solve
the “last kilometer” travelling problem of employees, thus

reducing the emission of exhaust gas.

. TELENLEIEE B
M= - WEHE - SRE—
2P S EATEIRE IR ORIE IE -
IR EEERERIEE > W
LED f& 5 s 5E 1 LU
FEE - &R EE IR
Bk ~ B EAE A& E
LR TE R HYIE L T SRk /D B

B

U

. BRABUSIZE 8 2 e i
it EEETIEREEE
iz > 2 FAET M - BE A
ZE5H - BIRENRGE

F o

. Bifeg © —HRAL > —HiK > —
W~ ik s B —
R NE R EEE
B > BIEHEENEIRERHE -

BeAh > REER ST
HEHEIT&EHT  ETIHEERR
AR EREEERE - L4177
HEPBEREEE A TET "
—2H, WITHEE  BRER
RHIBERY -

hull

%E
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227

Water consumption

Due to the Group’s business nature, there is domestic water
consumed in the daily office, dining and bathing process of
employees, water for cleaning environment, watering the
lawn and fire demand, apart from the water consumption
in the product manufacturing process. Domestic water is
sourced from municipal water supply. Most of the water
supply facilities are provided and managed by property
management companies, so the procurement of suitable

water sources is not relevant to the Group.

In order to standardize the water utilization, relevant water
resource management measures have been formulated
by all business sectors of the Group based on their
own characteristics, including the Regulations on the
Management of Water, Electricity and Gas Consumption
in the aspect of machining business and the Measures for
the Management of Water and Electricity Conversation
in the aspect of hotel catering business, etc., to strengthen
the management and utilization of water resources. We
continue to strengthen the publicity, education and training,
actively arrange water management personnel of each unit
to participate in different water-saving business training,
encourage them to learn more and enrich knowledge
through online platforms, and encourage each unit to
actively implement various water-saving publicity and
education activities according to its characteristics of water
utilization. This year, the total water consumption was

151,000 cubic meters.

252

TR RE

HNAEBEEBIEE - REEME
PEMRR FORRKRRSN - BAERT
HEBS ~ BES BN REA
TERIK > PURE BRIE SRR ~ R
ERENTER K » 475 K2k
BB K » KB /K S B
ViR EEAERM R EH - R
B GRS E AR -

R THEIMERK AEESED
FIARIE B B R HIE T AHRKE
TREERYEE - M0 T2 U7 THI ]
E (F/KAEAREEHAE) 8
JEEEER HEHE CKEEHNE
L) %o s (b/KETREEAF]
o BMREISEE SR E s
a2 e S B A K E N B4 8
FIEEKEBRE > SR B
WL EINEEY > REMH - 5
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2.3

Use of packaging material 23 EEMBHMER

Based on the nature of our business, during processing of FEATRMAER S o AT
materials provided by clients, production and packaging, A AR EREAE ~ BERE R T
and restaurant operation, the Group will consume REEEHFERNE L EENaEE
packaging materials for product packaging, effectively R S IR s e D =R 0
reduce packaging consumption by improving the design FLEEHRE 0 2025 AL LY 13.8
requirements. In 2025, a total of 13.8 tons of packaging WE ) AE ARl 4a & BLg g4
materials was used, the specific comparison is as follows: T

Type Weight (tons) in 2025 Weight (tons) in 2024
A 2025 SEeEE (1) 2024 SR (1)
Wooden box

K 6.9 6.8
Carton

ARG 1.6 1.5
Plastic

s 1.3 13
Box iron

TSl 4.0 3.5
Total

gt 13.8 13.1
Density (Weight/Revenue in millions)

e (HE/ HERA) 0.08 0.08
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Environment and Natural Resources

We always adhere to the concept of environmental protection
responsibility, pursue e the philosophy of sustainable environmental
protection in the Company’s operation and production and
employees’ work and life through internal management, and
implement various resource saving measures, such as selecting
environment-friendly materials as much as possible in hotel
decoration and construction, starting business after passing the
environmental impact assessment test by environmental protection
department; setting up air cleaners in guest rooms and the lobby,
and retrofitting old boilers to cut carbon emissions; carrying out
video conferences to reduce unnecessary business trips; simplifying
the venue decoration, reducing unnecessary roll screen, podium KT
board, etc., printing necessary table cards, banners, reminder boards

only, and maximizing the efficiency of reuse as much as possible.

In order to fully implement the concept of sustainable development,
the Company actively guides its subsidiaries to promote green
office, encourage them to save resources and energies, reduce
pollutant emissions, and use and recycle renewable products. At the
same time, the Company is people-centered, advocates harmonious
working, and actively creates a green and comfortable office
environment for employees. Employees adopt the form of network
office, and are encouraged to print files and materials on both sides,
arrange and recycle reusable paper regularly. Upholding the idea of
people first and harmonious workplace, we take the lead to create
a green and comfortable office environment for our staff. The
Company promotes to grow plants in the office to purify the air and

reduce air pollution.

BRBEUR IR B

B BTREREREVES > B8
WENE B m] Fr RV ER (R E R AR R A 5]
LELEE - BTTENEET - HitSHE
BR&YEIRAVIETE - ELALH G e R i 25
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EMRETT  BEESHE > FRIEFLE
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Hi 5 5L FT B b SEHEAT AR R LY - SEhERLY
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Meanwhile, we focus on the environmental education and advocacy
among staff to raise the awareness of our people to understand the
importance of resource conservation. They are encouraged to make
full use of resources, to maximize their effectiveness and to avoid
wastage of resources. Encourage employees to actively participate
in environmental public welfare activities, and arrange to participate
in themed publicity activities and public welfare activities such
as “December 18 2025 Hainan Free Trade Port Island-wide
Customs Closure”. In addition, we actively encourage employees
to actively practice green public welfare activities in their daily
lives, such as driving to and from the workplace as littleas possible,
taking public transportation, and minimizing the waste of working

meals in the canteen.

Climate Change

While focusing on production and business promotion, the
Company also pays attention to strengthening environmental
protection measures, ensure that business activities do not have
a significant impact on the surrounding environment and natural
resources. During this reporting period, various environmental
pollution and energy efficiency indicators involved in production
and operation were improved, bringing a positive impact on climate

and environmental protection.

[ERF - B R THPRRBEE T > DL
= B TR Ei4VEIRAVEE S - St
TOMAER > SEERAAE - e
HREE A R EE S - SR8 Tk
SHIREN D) L2 12025.12.18
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Economic Benefits

The Group has always focused on its economic responsibilities,
aiming at economic responsibility goals in such aspects as
improving economic benefits, implementing product and service
quality management, protecting the interests of consumers,
maintenance of long-term cooperation with suppliers and innovative
development. Taking “quality priority and service first” as
the Company’s management philosophy, we value consumers’
experience, sincerely accept various opinions and suggestions, and
deal with product and service complaints efficiently, which enables
us to continuously improve the hotel service and product process,
and maintain our good image in the market. Meanwhile, we also
regard all suppliers as our important business partners, and actively
establish good long-term relationships with them, to provide

enduring impetus to the Group’s stable development.

Product Responsibility

Focusing on product quality, the Group has built and implemented
a strict quality management system. Fuxin Busbar has formulated
the Quality, Environment, Occupational Health and Safety
Management Manual and the Procedure File for the product
manufacturing process of Fuxin Busbar, and implemented metal
enclosed busbar standard GB/T8349-2000. Our products have
passed the quality management system certification, environmental
management system certification, occupational health and safety

management system certification, and PCCC certification.

REERKIEE ST RIENEORELE
B GEEE T E 2n > TR E Em R mE
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Fuxin Busbar has set up the quality inspection and process
department, and increase relevant functions of product process
inspection, thus effectively ensuring inspection in the production
process and process implementation effect. At the same time, the
product quality is strictly controlled by increasing the number of
full-time inspectors and implementing the employment system
for part-time inspectors in each workshop. We also encourage
employees to make technological innovations and minor reforms to

improve the process, enhance the product quality and productivity.

Fuxin Busbar has been awarded one of the first batch of high-tech
enterprises of 2020 in Liaoning Province. In 2023, Fuxin Busbar
has been honored with the national — level title of “High — tech
Enterprise” and the provincial — level title of “Innovative Small
and Medium — sized Enterprise” in Liaoning Province. Driven
by the strategy of developing high-tech products and applying for
high-tech enterprise certification, Fuxin Busbar has continuously
pushed technical improvements and research and innovation of
new products by utilising not less than 5% of revenues per annum
for R&D investment. During the reporting period of 2025, Fuxin
Busbar completed the development and trial production of the
new condensing PT cabinet, and applied for 1 utility model patent,
accelerated and consolidated our own technological level, and

enhanced our product market competitiveness.

BT BHRE T B AR L A - S N
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To standardize product quality appraisal and substandard product
recovery procedure, we formulated the Regulations on the Control
and Management of Substandard Products, the Quality Rejection
System and the Substandard Product Control Procedure to define
the power and responsibilities of the person in charge of test,
acceptance and release. The Notice of Reworking and Repair
and the Notice of defective products shall be issued when non-
conforming products are found in the appraisal process, and the
quality responsibility will be investigated. We also think highly
of the after-sales service of products on the basis of ensuring the
quality of ex-factory products, and have formulated the After-
sales Management Regulations and the Regulations on Quality
Information Feedback and Service Management. If products are
found to be of serious quality defects or hidden dangers after they
are sold, they shall be timely recalled or other effective measures
shall be taken, so as to further improve the quality of products and

services.
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We insist on the supplier access and evaluation mechanism in the
hotel catering business in which the Group is engaged, and have
signed commitment letters of food safety and quality with all
suppliers to strictly carry out quality, environment, safety standards
and inspection systems, strictly implement regulations on the
usage and management of food additives. Each of the procurement,
inspection, storage, processing and production links is under strict
control to ensure the food safety and specification, striving to offer
high-quality catering services and accommodation experience for

each customer.

Service Responsibility

As a hotel operator, we keep up with the market trends and
demands, devoting to creating an airline hotel brand and
delivering high-quality and convenient services and facilities for
each customer. To this end, we have established a set of strict
management regulations and rules for hotel management services,
accommodation and catering service quality as core standards of
personnel management, operation and management and service
quality management, including but not limited to the Operation
Manual, the Operation Manual of Marketing Management, the
Catering Regulations and Rules, the Catering Standard Operating
Procedures, etc. In addition, we have insight into customers’
demands, establish complaint and suggestion mechanisms, actively
collect customers’ opinions for regular analysis and research, with
an aim to improve the hotel operation and employees’ performance,
and continuously strengthen the service awareness of staff in the

hotel.
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The Group is firmly against any fraudulent and exaggerated
promotion in the process of product sales and hotel operation. We
closely monitor the authenticity and positivity of the promotion
contents. All product labels and advertising promotional materials
must comply with the Group’s policies and only can be put into the
market upon careful inspection. Furthermore, the Group strictly
complies with all laws and regulations related to the privacy of
personal data. In accordance with our privacy policies, all personal
data collected must be kept strictly confidential, including setting
different levels of access, only granting access to and handling
customers’ personal data by the authorized personnel, requiring
hotel staff to sign confidentiality agreements, keeping relevant

records of the access to customers’ data by staff.

Supply Chain Management

Based on years of operational development experience in the
electrical equipment manufacturing industry, we have gained a good
understanding of the industry and its upstream and downstream
industries, and evaluate and manage suppliers on that basis to select
qualified suppliers and create files for qualified suppliers. Suppliers
are evaluated according to the Supplier Evaluation Standards.
Supplier of bulk raw materials and electrical components are
relatively stable with good credibility in cooperation. During the
reporting period, the Group is not aware of any significant quality

issues and supplier complaints.
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With regard to our newly developed hotel accommodation and
catering business, we carefully choose suppliers and contractors,
and select accredited partners. At present, we have established a
reliable supplier network, offering diversified products and services
covering catering, cleaning and laundry, guest room supplies and
hotel facilities. As the supply chain is directly linked to the level
of services we provide for customers, the Group maintains close
liaison with our suppliers to monitor their performance and ensure
compliance with our service commitments, in an effort to provide

superior living experience for our customers.

In order to efficiently manage the supply chain and lower risks,
the Group’s procurement department is in charge of the unified
management of procurement matters related to daily hotel operation.
We have established a sound management system for the supply
chain system to improve its coordination and stability. Meanwhile,
due to a deep knowledge that procurement decisions may have a
profound impact on the society and environment, possible adverse
effects of the procurement process on the environment and society
are reduced as much as possible, such as taking the environmental
protection into consideration when purchasing hotel appliances
and supplies, purchasing environment-friendly products as far
as possible, including LED lights, biodegradable shopping bags,
hazardous chemicals and cleaning supplies with environmental
certification and labeling, and advocating purchase of green and
local agricultural products. In the future, we will continue to
strengthen the screening and evaluation of suppliers, and welcome
the participation of qualified, competent and quality suppliers to

achieve “win-win development”.
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Similarly, we also attach great importance to the relationships
with suppliers and regard them as important business partners
in the design and processing process of power transmission and
transformation equipment related products. All suppliers are
selected in strict accordance with the supplier selection process.
The professional review panel has conducted stringent accreditation
on suppliers’ qualification, technological capacity, productivity
and others. Only those accredited suppliers will be on the list
of cooperative units, by which the raw materials necessary for

production are offered.

During the year, the Group is not aware of any major
suppliers’actions or practices that had a significant negative impact
on business ethics, environmental protection, human rights and

labour practices.
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Employment

At the strategic perspective of maintaining the healthy development
of the Company, we are fully aware that employees are one of
our valuable assets, and ensuring employees’ interests and career
development is our important social responsibility. Therefore,
we effectively implement the principle of “legal and reasonable
employment, promotion of harmonized labour relationship”.
Strictly complying with the Labour Contract Law of the People’s
Republic of China and local laws and regulations, and sticking
to the principles of equality and diversification, the Group has
established a fair, democratic, competitive and meritocratic
selection and employment mechanism and enters into labour
contracts in accordance with the law. A diverse workforce
contributes to a Company’s innovation and competitiveness. The
Group respects the cultural differences of different employees, is
committed to providing employees with equal and diverse career
development opportunities, strictly abides by relevant national laws
and regulations, supports the equal development of employees with
different backgrounds and groups, and is committed to creating a
diverse and inclusive cultural atmosphere, providing employees

with A workplace for equal employment and development.
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Meanwhile, we have formulated and improved relevant policies
and implementation rules including the Salary Management,
the Recruitment Management, the Administrative Measures for
Employees’ Vacation and the Employee Manual. The human
resources department strictly controls the attendance time and
salary structure of employees, evaluates the performance and
ability of employees on a regular basis and takes such results as the
benchmark of employees’ salary adjustment and promotion. At the
same time, the department managers are continuous encouraged to
actively communicate with employees and give them feedback to

continuously improve their performance and efficiency.

In order to improve employees’ identification and belonging, the
Group also actively provides multiple benefits for employees
including annual physical examination, holiday allowance, high
temperature allowance etc., enabling each staff to be respected
and cared as much as possible, thus enhancing the corporate

cohesiveness, and stimulate employees’ enthusiasm and creativity.

The Group strictly forbids any unethical employment approaches,
including child labour and forced labour in the workplace, ensures
employees to enjoy labour rights and perform their obligations in
accordance with laws, and earnestly fulfills social responsibilities.
During the year, the Group is not aware of any material violations of

laws and regulations relating to employment and labour practices.
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Health and Development

We are committed to providing employees with a safe and healthy
environment for daily working and clearly identify “emphasis
on employees’ health and concern with occupational health”
as one of our corporate responsibilities, which is essential to
improving occupational health and work efficiency of employees.
In strict abidance by relevant national laws and regulations on
occupational health, including but not limited to the Work Safety
Law of the People’s Republic of China, the Law of the People’s
Republic of China on the Prevention and Control of Occupational
Diseases, the Occupational Safety and Health Rules, we have
developed an internal safety management manual in which a
number of safety management and accident prevention measures
are set out, and provide employees with labour protective articles
including masks, gas masks, protective glasses, gloves, work
clothes, towels in accordance with labour protection requirements.
Physical examination for employees is arranged each year. Canteen
management personnel will take physical examination for health
certification, and trainings are provided topersonnel in special

positions for operation certificate.
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In 2025, the Company continued to strengthen the management
of production safety. It Strictly enforce the “Emergency Plan
for Sudden Environmental Incidents”, the “Emergency Plan for
Severe Air Pollution Weather”, and the “Occupational Health and
Safety Hazard Source Evaluation Form”, and provide occupational
disease examinations for frontline workshop workers, and the
Safety Production Department will look for a third-party company
to conduct occupational health assessments. Safety risk warnings
were added to places with limited hole spacing. A gas leakage alarm
device was installed for the gas used in the canteen. Hazardous gas
testing instruments and chemical protective suit sets were equipped
for work in confined spaces, providing effective guarantees for
the Company’s internal control governance. At the same time, the
Company continued to implement the theme of safety production,
deeply carried out “Safety Production Month” activities, adhered
to the combination of regular inspections and key rectification,
and insisted on the combination of training and drills, We have
comprehensively investigated safety production issues in our major
subsidiaries, successfully achieving zero accidents throughout the

year and maintaining a stable safety situation.
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In order to eliminate safety production accidents and Bt e A EENEE > SHETAE
comprehensively improve the Company’s safety production level, KSR > 2025 SN EFE 10 KZE%
the Company conducted 10 safety trainings in 2025: Four special Bl s CHBRZE) (ZEAEEZE) (FhX
study and training sessions were carried out on the Fire Control EEETRHE ) CROKERE EH s il
Law, the Work Safety Law, Warning Education on Hot Work JER ) BEIHE LRI 4 K > JH e lE
Operations, Interpretation and Application of New Regulations on BHIERZ » PRRZ ST > N e
Fire Extinguisher Management, and the Regulations on Penalty Bl A RN % E e mZE T W
Fines for Work Safety Accidents. In addition, special Training on HiE | B 2R ERERY
Fire Facility Operation gas safety training, fire safety knowledge BH®BEIZEEER > FELESER
training, a live broadcast training on implementing the “Two AR ZE SRR K E G F s -

Responsibilities” for food safety organized by the Provincial
Market Bureau, safety operation procedure training, work safety
training for resuming work after the National Day holiday, as well
as warning education on typical cases of work safety accidents and

fire protection knowledge training were also conducted.
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“Learn for use, and combine learning with use.”. In 2025, the
Company organized four emergency drills with the theme of
safety, fire protection, and epidemic prevention, including two fire
emergency evacuation drill and fire extinguishing drill, one special
equipment emergency drill, and one electric shock emergency
drill. For each emergency drill, we carefully design the drill plan in
advance, control the drill process, review after the drill, summarize
problems and experiences in a timely manner, revise the emergency
rescue and handling plan based on the actual situation and actual
drill situation, ensure the pertinence, feasibility, operability, and
connectivity of the emergency plan, and ensure that emergency
situations can be properly handled in the actual environment. To
increase safety risk warnings for areas with limited hole spacing,
install gas leakage alarm devices for cafeteria gas, and equip
hazardous gas testing instruments and chemical protective suits for

confined space operations.
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Development and Training

Talent is the precious wealth of enterprise development. In order to
effectively respond to market competition and industry changes, we
recognize that nurturing talents and improving vocational skills are
crucial for both employees and enterprises. We actively innovated
online training methods, and comprehensively covered all types of
training from the grassroots to middle and senior levels, enabling

employees to grow and develop.

During the reporting period, The Company organized directors,
supervisors, and senior executives to participate in subsequent
training for 2 people, to systematically learn and master relevant
professional knowledge, which provides a practical guarantee for
directors, supervisors, senior management to continuously update
the knowledge and information required for their performance of

duties as well as to enhance their ability to perform duties.
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At the same time, we encourage employees to participate in
vocational continuing education and professional training, to
assist employees in continuously pursuing excellence in work and
enhancing expertise, we will also offer support to them through
a variety of internal training programs, for example, professional
skill improvement trainings relating to quality management
system, special ultrasonic checkout equipment, high-pressure
test operation, argon arc welding, fire safety, new safety law,
new product technology special effects, computer aided design

(CAD) , ERP resource management system, office automation
system (OA ) , and Kingdee financial computerization software
organized by relevant functional departments. Orientation courses
for new employees enable them to understand the business
operations and working environment and fit into the Company
as soon as possible. The Company also offers regular courses of
corporate culture presentation for all employees to deepen the
sense of corporate identity and boost employee morale. Further,
we found that employees in different post grades and with different
career planning have different individual needs, for which we
need to develop a training scheme. We have designed diversified
training courses and provided them in various forms including
business seminars and online and offline teaching, covering
enterprise management, occupational health and safety, service
quality improvement, corporate compliance, technology R&D,
and environmental management and available for employees
of different types of work and different levels from ordinary
employees at the front-line production and operation to senior

management.
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Labour Standards

The Company strictly follows the Labour Contract Law of the
People’s Republic of China and other labour laws, regulations and
policies, uphold equal and standardized employment, explicitly
prohibits child labour and forced labour, and strictly implements
the statutory holidays system, and stipulation of pay above normal

working hours.

During the year, the Group is not aware of any material violations

of laws and regulations relating to child labour and forced labour.

Anti-corruption

In active response to the call of regulators on the construction
of an industry of “compliance, integrity, professionalism and
stability”, the Group continues to establish systems in terms of
combating corruption and upholding integrity (including but not
limited to bribery prevention, extortion prevention, and fraud
prevention), continuously strengthens the education on adherence
to business ethics and the management of relevant personnel
and strictly abides by the Criminal Law of the People’s Republic
of China, the Law of the People’s Republic of China on Anti-
Corruption and Anti-bribery, the Law of the People’s Republic
of China on Anti-money Laundering, the Law of the People’s
Republic of China on Tenders, Bids, the Prevention of Bribery
Ordinance and other relevant laws. The Group always has zero
tolerance for bribery, extortion, fraud, money laundering and other
illegal behaviors. We require our employees and suppliers to be
incorruptible and self-disciplined, always uphold the concept of
integrity and fair competition, and resolutely prevent any bribery
and corruption in business operations. For the purpose of enhancing
transparency and overall ethical standards, helping employees

obtain an better understanding of the Company’s anti-corruption
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requirements, improving prevention awareness, we have specified
anti-corruption policies and monitoring measures in the employee
manual, including the definition and scenario description of
bribery of employees and suppliers, for example, gifts and tips
receiving, to assist and let employees to be informed of anti-
corruption requirements, and methods to prevent corruption in daily
operations. Any employee who requests or accepts gifts (money
or in any other form) from suppliers in business courses may be

subject to disciplinary sanction or even dismissal.

In a bid to standardize the code of conduct of employees and create
a positive and initiative working atmosphere, the Group amended
and improved such internal monitoring rules as the Code of
Conduct for Employees, the Reporting and Complaint Management
System, and the Anti-fraud Management System, and cultivated the
sense of social responsibility and legal consciousness of employees
and encouraged employees and relevant stakeholders to report
misconduct in any form by launching propaganda of integrity cases

during the report period.

We attach great importance to the participation of stakeholders,
identify and respond to the concerns of stakeholders through a
normalized communication and monitoring mechanism, and then
build a closer relationship. At the same time, we continuously
improve management around the important issues of concern to

various stakeholders to better respond to their expectations.
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Community Investment

The Group is well aware that the long-term development of an
enterprise cannot materialize without the support and engagement
of all parties in the society. As the participant and co-builder of
a harmonious society, we are always grateful, actively give back
to the society and encourage and guide employees to participate
in social welfare voluntary services. We mobilize management
personnel to involve in various public welfare projects led by
regulators and shareholders, for example, one-to-one poverty
alleviation, blood donation, public donation, care for orphans and

the elderly in welfare homes, and other community activities.

In 2025, the Party Committee and Labor Union of Fuxin Busbar
Company visited the residential communities of employees and
carried out regular care activities. They delivered daily necessities
and consolation money to long-term sick employees and employees
from financially disadvantaged families. The company’s Labor
Union also organized care activities for sick employees, provided
consolation money, checked on their recovery status, and extended
sincere condolences. The enterprise has built a “smoke-free
factory area”, and the Labor Union has established a “care room
for female employees”, fulfilling the corporate responsibility for

the physical and mental health of employees.

10.
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The Group has been actively enhancing its corporate governance structure
and standardizing its operations through strictly complying with relevant
provisions such as the Company Law of the People’s Republic of China
and the Securities Law of the People’s Republic of China. The Board of
the Company is committed to maintaining a high standard of corporate
governance, and believes that good corporate governance practices are
crucial to the success and sustainable development of the Company’s

business in the long run.

During the reporting period, the Group has fully complied with all code
provisions set out in the Corporate Governance Code and Corporate
Governance Report in Appendix C1 to the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited and, where

appropriate, adopted the recommended best practices as specified therein.

To protect the interests of the Group and the shareholders while enhancing
the corporate value, the Group has been adopting a sound structure, good
practices and proper procedures of corporate governance. The Board of
Directors, now comprised of five executive directors and three independent
non-executive directors, is the highest governing body of our Group.
During the reporting period, the Company paid attention to the introduction
of directors and professional manager with financial knowledge and
resources, which is conducive to creating a diversified and gender diverse
governance environment for directors, so as to make the Company’s

corporate governance standards more in line with the best applicable codes.
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In strict compliance with good corporate governance principles, the Board
has clear division of responsibilities. The Chairman is responsible for the
management and leadership of the Board to ensure that our Group maintains
strong and effective corporate governance practices and procedure. During
this reporting period, Mr. Zhu Xinguang serves as Chairman of the Board,
and Mr. Liu Kejia serves as President, responsible for the daily management
and operation of our Group’s business, with the assistance of other Board
members and other senior management members, closely monitors the
operation and financial results of our Group, identifies the operational
deficiencies and carries out all necessary and appropriate actions to correct
such deficiencies. The Chief Executive Officer is also responsible for
formulating our Group’s future business plans and strategies which are
subject to the Board’s approval. There are the Strategic Development
Committee, the Investment Management Committee, the Remuneration
Committee, the Nomination Committee and the Audit Committee under
the Board, so as to lay a foundation to give a full play of their functions
regarding corporate governance. Each committee regularly evaluates
and reviews the effectiveness of its work in accordance with its terms of

reference.

During the reporting period, the Board of the Company has strictly observed
the policies and practices stipulated by laws and regulatory requirements,
and also formulated and amended its regulations with reference to those
policies and practices, with an aim to perfect our corporate governance
policies and practices. The Company continues to focus on the training and
continuing professional development of directors and senior management,
and actively carries out internal review and rectification work to improve

the Company’s governance.
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The Group reviews the Governance Code in a timely manner to strengthen
the internal control and improve the prevention and management of risks.
Compliance with the latest regulatory requirements is thus ensured. In
2025, the Company’s major decision-making and economic contract
review rate was 100%, and there was no legal dispute involving monopoly
and unfair competition. For more detailed corporate governance policies
and procedures of our Group and other information, please refer to the
Corporate Governance Report set out in the Annual Report 2025 of our

Company.

Notes by the Board on the “Non-standard audit report” issued by the

accounting firm for the reporting period

The fundamental reason for the auditor’s disclaimer of opinion for the Year
is the uncertainties relating to going concern and their possible impact on
the consolidated financial statements. These conditions indicate that the
existence of a material uncertainty which may cast significant doubt on the
Group’s ability to continue as a going concern and therefore, the directors
of the Company have reviewed the Group’s cash flow forecasts which
cover a period of not less than twelve months from the date of the end of the

reporting period.

Based on its internal business judgment, and taking into account its own
cash flow forecasts, operational improvement plans and legal opinions,
the Company believes that the risk of bankruptcy liquidation in the next
12 months is extremely low. In addition, the Company has applied to
the High People’s Court of Liaoning Province for a retrial, and expects
that the outcome of such application will be favourable to the Company.
Accordingly, the judgment will not be enforced against the Company
and is not expected to have any adverse impact on the financial position
or operations of the Group. At present, Liaoning Trust has not issued an
enforcement order in respect of the second-instance judgment, and the
Company is not required to pay any compensation or related interest. Its

cash resources will continue to be used for normal business operations.
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In addition, the assumptions ensure that the Company will continue to have
sufficient working capital and financing support during the forecast period,
and its liquidity position will not be affected. Working capital will be

sufficient to support going concern operations.

1. successful fundraising from major shareholders and obtaining

financial support to fully meet financial obligations as they fall due;

2. successful negotiation with banks to obtain new credit facilities;

3. settlement of compensation relating to prior litigation will not occur
within twelve months;

4. no repayment order will be reactivated by the court within the next

twelve months in respect of compensation liabilities arising from
guarantees provided for bank borrowings of former subsidiaries in

prior litigation; and

S. the Group will maintain stable operations, optimise resources and
costs, and expand into new markets through product innovation,
expansion into high-margin businesses and lean management. The
Company will also obtain strategic investors through capital market

financing.
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Cash flow forecasts, which are based on the assumption of the continuity
of normal business activity, indicate that the Group will have sufficient
liquidity to meet its operation, existing contractual debt obligation and
capital expenditure requirements for at least twelve-month period from
the date of the end of the reporting period. Such cash flow forecasts,
which include certain assumptions relating to the Litigation and certain
prior litigation cases, as well as plans and measures to alleviate liquidity
pressure and improve the financial position, are set out in Note 3-1 to the
consolidated financial statements of the Group and whether the going
concern assumption adopted in the preparation of the consolidated financial
statements is appropriate depends on the outcomes of these assumptions,
plans and measures, which are subject to multiple uncertainties,
including: (1) the Company has applied to the High Court for a retrial of
the litigation, and the outcome will be favourable to the Company such
that the judgment will not be enforced; (2) although the second-instance
judgment has taken effect, Liaoning Trust has not taken enforcement
action and the Company has applied for a retrial; the Group is not required
to pay compensation or related interest, and its cash resources will not be
affected; (3) if compulsory enforcement procedures continue, the court will
order a suspension of enforcement until the enforcement conditions are
satisfied, thereby safeguarding the Group’s liquidity and working capital;
(4) the Company will not be subject to liquidation proceedings initiated
by Liaoning Trust, nor will its assets be seized; the Group’s subsidiaries
will continue to operate to ensure that production and operations are not
affected; (5) successful fundraising from major shareholders and obtaining
financial support to fully meet financial obligations as they fall due;
(6) successful negotiation with banks to obtain new loan facilities; (7)
settlement of compensation relating to prior litigation will not occur within
twelve months; (8) no repayment order will be issued within the next twelve
months in respect of liabilities arising from guarantees provided for bank
borrowings of former subsidiaries in prior litigation; and (9) the Group
will maintain stable operations, optimise resources and costs, and expand
into new markets through product innovation, expansion into high-margin
businesses and streamlined management. The Company will also obtain
strategic investors through capital market financing. Some of measures

details are as follows:
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Maintain stability in the internal and external operating
environments and plan long term sustainable operation goals. In
order to achieve the balance of cash flow, we will reasonably plan
and adjust the business operation scale, establish sound operational
objectives, continue to do a good job in operation management,
improve product innovation ability, and maintain and strengthen the
capacity for continuous operation, thereby steadily improving the
profitability of our primary businesses. On the basis of the growth
of the Company’s existing primary business on a comparable basis
in 2025, it is expected that there will still be a certain increase in

2026.

Rationally allocate resources and enhance cost control. The Group
has adopted a flat management structure, effectively reducing labor
costs. Simultaneously, we will strengthen comprehensive budget
management and cost control, strictly control all kinds of expense
expenditures. In 2026, the operating lease expense of the Hotel
Nikko Dalian under Garden Lane Hotel has been reduced to RMB6
million, representing a 20% decrease compared with the previous
year, through multiple rounds of negotiations that secured favorable
renewal terms. This measure will help reduce operating costs and

maximize the profitability of its primary businesses.

Develop new products to enhance market competitiveness.
Centering on the development of traditional busbar-type power
transmission and transformation equipment, we will strengthen
R&D investment, adjust the product structure, and increase the
proportion of renovation projects with higher gross profit margins
and new products in sales revenue within the busbar business

orders.
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Ensure safe production and firmly uphold the safety red line.
We will strengthen organizational leadership, strictly implement
accountability, and vigorously enforce the implementation
of various responsibility measures to ensure safe and stable
production. Refine emergency response plans and improve
emergency handling capabilities, and adhere to the highest work
standards, strictest work requirements, and strongest sense of
responsibility to effectively implement safety precautions and
create an ideal safety environment for smooth and orderly operation

and development of the enterprise’s safe production.

By strengthening the collection of receivables and seeking external
financial support, the Group can guarantee its own funding needs.
Funding sources: Firstly, for the main business, we will improve
cash flow by strengthening supply chain management and internal
fund management, reducing capital occupation, accelerating
collection of payments, increasing the credit limit for material
purchases, or securing bank loans. Secondly, the Group will seek
financial support from major shareholders to provide the necessary
level of financial assistance. Thirdly, NEE and its subsidiaries do
not have no loans or borrowings from financial institutions or non-
connected external entities, and Fuxin Busbar has a good bank
credit rating and financing record, showing financing capabilities;
the Group may, subject to business development needs, apply for
bank credit support by pledging real estate, ensuring sufficient
funding for the next 12 months of continuous operation. By virtue of
these measures, the Group can meet working capital requirements

and achieve cash flow balance.
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(6) Fully utilize capital market financing channels to introduce strategic
investors with all efforts. The introduction of strategic investors is
a core task for NEE in 2026. To this end, a dedicated task force has
been established to fully advance this initiative. With the support
of strategic investors, the Company aims to resolve historical debt
burdens, cultivate new businesses, improve operating conditions
and its assetliability structure, and enhance its going concern

capability.

The Board has made a full and detailed assessment of the Group’s ability
to continue as a going concern, including reviewing the Group’s working
capital forecast for the next twelve months compiled by the management.
It is believed that the Group can obtain sufficient sources of financing to
ensure the need for working capital and capital expenditure. The Board
recognized the compilation of these financial statements on a going concern

basis by the management.

The Board understands that the fundamental reason for the auditor’s
disclaimer of opinion for the Year is the uncertainties relating to going
concern and their possible impact on the consolidated financial statements.
Notwithstanding the above, the Group has been actively implementing
plans and measures to alleviate liquidity pressure and improve its financial
position, details of which are set out in Note 3. 1 to the consolidated
financial statements of the Group. The Board considers that these action
plans will be able to address the basis for the disclaimer of opinion. The
Board will continue to pay attention to and supervise the management of the
Company to ensure that they take proactive and effective measures, focus
on the implementation of all work related to the Company’s going concern
to improve the Company’s ability to continue as a going concern, drive the
healthy, stable and sustainable development of the Company, and safeguard

the legitimate rights and interests of the Company and investors.
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The Audit Committee understands that the fundamental reason for the
auditor’s disclaimer of opinion for the Year is the uncertainties relating
to going concern and their possible impact on the consolidated financial
statements. Based on the work carried out and the preliminary results
achieved by management in mitigating debt risks during 2025 and up to
31 March 2026, the Audit Committee agrees with management’s position
and basis that the Group has actively implemented plans and measures to
alleviate liquidity pressure and improve its financial position. The Audit
Committee considers that the action plans will be able to address the basis

for the disclaimer of opinion.

The Audit Committee has reviewed the disclaimer of opinion for the Year
and agrees with its basis. Management has assessed the impact of the
disclaimer of opinion on the Group and is of the view that, provided the
measures set out in Note 3. 1 to the financial statements are successfully
implemented, the disclaimer of opinion will not have a material impact on
the Group’s day-to-day operations. The Audit Committee and management
have no disagreement on (i) the disclaimer of opinion and (ii) the

Company’s plans to address the disclaimer of opinion.

The Board has made a full and detailed assessment of the Group’s ability
to continue as a going concern, including reviewing the Group’s working
capital forecast for the next 12 months compiled by the management. It is
believed that the Group can obtain sufficient sources of financing to ensure
the need for working capital and capital expenditure. The Board recognized
the compilation of these financial statements on a going concern basis by

the management.
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The Board will continue to pay attention to and supervise the management
of the Company to ensure that they take proactive and effective measures,
focus on the implementation of all work related to the Company’s going
concern to improve the Company’s ability to continue as a going concern,
drive the healthy, stable and sustainable development of the Company, and

safeguard the legitimate rights and interests of the Company and investors.

Northeast Electric Development Co., Ltd.
31 March 2026
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The Company has complied with the “comply or explain” provisions set AN\ FEESF (FHEB SR GEREA TS EH
out in the ESG Reporting Guide in Appendix C2 to the Rules Governing the ~ #1HI[) Fff§E C2 (385 - tt& B GRS BT
Listing of Securities on the Stock Exchange of Hong Kong Limited. The — #kfY " AESFEREEE | (630 0 72 BaafsriiEmn

table below sets forth an overview of our compliance with the provisions. AR -

Areas, Aspects, KPIs “Comply or explain” Provisions Reference page
] ~ v B B USRS P AT R 4 156 5C ER U
A Environmental

A BB

Aspect A1 Emissions 9

i Al LY

General Disclosure Information on:(a) the policies; and (b) compliance with relevant laws and regulations that have a 9-10

— NG R significant impact on the issuer relating to air and greenhouse gas emissions, discharges into water

and land, and generation of hazardous and non-hazardous waste.
HRAEER SO ERASTER ~ WK LIRS ~ AE RS EEYELEN ¢ () BUR
F (b) BT NA BB AR ER BRI ER

KPIAL.1 The types of emissions and respective emissions data. 10
RS GTRIETE Al R S A RS

KPIA1.2 Greenhouse gas emissions in total (in tonnes) and, where appropriate, intensity (e.g. perunit of 13
BHSEERFEIE Al1.2 production volume, per facility).

R RAREEE (PUBER) K (ER) 28 (WEEREN - SRR

KPIAL.3 Total hazardous waste produced(in tonnes) and, where appropriate, intensity (e.g. per unit of 15
BE PR AR A3 production volume, per facility).

FREA A SRRV SR (SIS ) K Q@) 2% (QILUFER B - SRR

KPIAl.4 Total non-hazardous waste produced (in tonnes) and, where appropriate, intensity (e.g. per unit of 16
BRGNS IE Al4 production volume, per facility).
P iEEEEYEE (CUEER) Kk (ER) B COblisE 880 - SRR

KPIALS Description of measures to mitigate emissions and results achieved. 17-18
FRFEATSHERE ALS S LA R R A HE It e T S AR

KPIAL.6 Description of how hazardous and non-hazardous wastes are handled, reduction initiatives and 17-18
BRSPS EIE AL.6 results achieved.
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BRI GTRIEIE A 2.1

Areas, Aspects, KPIs “Comply or explain” Provisions Reference page
A ~ v B B U A PSS R 4 156 5C EREU
Aspect A2 Use of Resources 19

il A2 BIRE

General Disclosure Policies on the efficient use of resources, including energy, water and other raw materials. 20-25

— e AREHER (EIEREIR - KR HAM M) BIBER

KPIA2.1 Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil) in total (kWh in 23

’000s) and intensity (e.g. per unit of production volume, per facility).
TSRS AV B R/ TeTERER (AIER - SmECH) 4afE R (DATET BT REE (40
DU B AT ~ BT

BHSEATRHETE A3.1

KPIA22 Water consumption in total and intensity (e.g. per unit of production volume, per facility). 20
RRSRGIEIE A2.2 THKEREE (Mg ER R - B TE)
KPIA23 Description of energy use efficiency initiatives and results achieved. 20
BRFEETSHERE A 2.3 A I (5 s 3 B T R
KPIA2.4 Description of whether there is any issue in sourcing water that is fit for purpose, water efficiency 22
BHSHEIEIE A 2.4 initiatives and results achieved.

FEORECE A AR FT A ERIRERE - DURSRTF7/K e s 8 B AT Al R
KPIA25 Total packaging material used for finished products (in tonnes) and, if applicable, with reference 23
BESEGEIEIE A 2.5 to per unit produced.

BRI AR E (DAETS) R (AUEH) GAERSE
Aspect A3 The Environment and Natural Resources 24
7 idi A3 HEIR R I
General Disclosure Policies on minimising the issuer’s significant impact on the environment and natural resources. 24-25
— AR RS T ANBERIT N R ARG S R B RIBUR
KPIA3.1 Description of the significant impacts of activities on the environment and natural resources and 24-25

the actions taken to manage them.
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ARRIIEEE T BRI THY ¢ () BOR © B (b) M8 T VA EARS BRI
BURTERE

Areas, Aspects, KPIs “Comply or explain” Provisions Reference page
A ~ v B B U A PSS R 4 156 5C EREU
B Social
B L&
Aspect Bl Employment 33-34
i iiii B1 N
General Disclosure Information on:(a) the policies; and (b) compliance with relevant laws and regulations that 33-34
— e EE have a significant impact on the issuer relating to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity, diversity, anti-discrimination, and
other benefits and welfare.
BRI R - FEHE R BT - LIRSS - B - PSR E - Sl - SO AR HA
FHERARFIEY ¢ () BUR ;K (b) B 8T NA E A ERER A SR BRI &
Aspect B2 Health and Safety 35
i iiii B2 RS
General Disclosure Information on: (a) the policies; and (b) compliance with relevant laws and regulations that have 36-38
— R 75 a significant impact on the issuer relating to providing a safe working environment and protecting
employees from occupational hazards.
ARAtEA L & TR R RIEE B G EN ¢ (2) BUK § I (b) B FH#ET AR
BRI A RO IR E R
Aspect B3 Development and Training 39
7 ifi B3 Bl IT
General Disclosure Policies on improving employees’ knowledge and skills for discharging duties at work. 39-40
— S R Description of training activities.
AR E BT TIERE AR R R RYECR - SRS -
Aspect B4 Labour Standards 41
g 1iii B4 7L
General Disclosure Information on: (a) the policies; and (b) compliance with relevant laws and regulations that have a 41
— R R significant impact on the issuer relating to preventing child and forced labour.
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{
Areas, Aspects, KPIs “Comply or explain” Provisions Reference page
A ~ v B B U A PSS R 4 156 5C EREU
Aspect B5 Supply Chain Management 30
7 ifi] BS LA e B
General Disclosure Policies on managing environmental and social risks of the supply chain. 31-32
— e B LR ERTE Rt & EREBCR
Aspect B6 Product Responsibility 26
& iiii B6 e
General Disclosure Information on: (a) the policies; and (b) compliance with relevant laws and regulations that have 27-29
— A R a significant impact on the issuer relating to health and safety, advertising, labelling and privacy

matters relating to products and services provided and methods of redress.
ARAFR AL E AR R Y S - mEE AL - RREAREERARITEDN | ()
BUR ;& (b) B5r 81T N E R AR AR BRI R -

Aspect B7 Anti-corruption 41
7 i B7 il

General Disclosure Information on: (a) the policies; and (b) compliance with relevant laws and regulations that have a 42
— R R significant impact on the issuer relating to bribery, extortion, fraud and money laundering.

FBIVIERANS - $1% IR RIS | (@) BOR 5 Ko (b) BSFEH (T A AR I
B RIRBITE -

Aspect B8 Community Investment 43
i B8 tEEEfE B

General Disclosure Policies on community engagement to understand the needs of the communities where the issuer 43
— R operates and to ensure its activities take into consideration the communities’ interests.
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