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ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT

I%

B #HERERRE

STANDARDS OF THE REPORT

This Environmental, Social, and Governance report (the “Report”)
provides an annual update on the various aspects of environmental,
social, and governance performance by CMIC Ocean En-Tech
Holding Co., Ltd. (the “Group”) in the year 2019.

The content of this Report was compiled in accordance with the
“Environmental, Social and Governance Reporting Guide” as set
out in Appendix 27 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited, as well as the actual
conditions of the Company. This Report is published annually in
each financial year together with the Annual Report of the Company
for the year on the website of the Company and HKEx.

BACKGROUND INFORMATION ON THE
COMPANY

The Group and its global subsidiaries are principally engaged in
the asset investment and operations management of offshore
engineering platforms, clean energy and technology investments,
and the design, manufacture, installation and operation of the
products and services of onshore and offshore drilling industries,
including rigs, oilfield expendables and engineering services.

CORPORATE SOCIAL RESPONSIBILITY (CSR)
VISION, ASPIRATIONS, POLICIES AND
STRATEGIES

The Group is dedicated to becoming an outstanding corporate
citizen in each of the communities it operates in around the world.

“The Group recognises a high degree of social responsibility and
awareness in environmental sustainable development as key factors
to the enterprise’s persistent growth and success.”

The Group pursues the values of tolerance, openness, reliability
and cooperation in both business development and social activities,
and has introduced effective measures to ensure full fulfilment of
its social responsibility and implementation of its environmental
policies. These areas of work involve the Group’s employees,
business associates, supply chain partners, and community groups
related to the Group’s business.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019

. REZER

ARE - e REARSE(AREDREHER
BEREFERMBEERARARA(AKEDR
“TNFERE  HEREARREEREAN
FEBEHBER

ABERREBERINEEMBRARES
EARAME -+ LA Z(RE  HERE
AREESDMES  URRBAEEERIS
MBBEMAK - ARE/FERS - SUHFE
HR—IR » I B ZF R B FHEEEHMER
B S Bt X P U o

. REAERER

REERERHRMBARNTIEXEBRETT
BRYGEERENELERE  BRERERK
BE  URRE  HiE - REREEELNE
AERTENERNRY - 21EH#EK  hAR
Mo AR TR

. ARBCEMEEENES

BE - BERRER

AEBEBRIRERLENEREREAMAS—
EEFHEEAR -

[FEEERE SENEEEERERTAHE
BREMREREERBFELRNKNE
=P e

RARENEBHREIMEEBDED @ F1TR
B FAR - AIEMEENEBERR - NEE3
AT BERERARREENLEEERRER
RIGUREEE - EETEPRIFEENE
T EEBH HERSERH UREKE
EBEENTREE -



ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT

lll. CORPORATE SOCIAL RESPONSIBILITY (CSR)
VISION, ASPIRATIONS, POLICIES AND
STRATEGIES (continued)

As a responsible corporate citizen, the Group is committed to
adhering to ethical standards and carries out the concept of
corporate social responsibility through 5 policies in behavioural
management, which requires all the Group’s employees to
participate and support. To this end, Part VIII of this Report
describes the Group's performance at the environmental, social and
governance aspects for the Year.

Business Ethics

Environmental
Sustainability

BANTRERE (@]

Supply Chain i
Management Behaviours
R a2 SEARTH

IV. STATEMENT OF THE BOARD

To manage various ESG aspects effectively and efficiently, we
have built a solid governance structure for ESG management of
the Group, i.e. the ESG governance structure for which the Board
assumes the ultimate responsibility and the professional ESG
working group (the “Working Group”) implements comprehensive
supervision.

Corporate Citizenship
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Human Resource
Management
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Occupational
Health and Safety
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IV. STATEMENT OF THE BOARD (Continued)

The Board and the ESG working group (“Working Group”) are
fully responsible for the Group’s ESG strategy and reporting,
including the formulation of the Company’s overall ESG
strategy, identification and evaluation of ESG risks, review of
ESG management policies, review of ESG plans and goals, and
consideration of ESG performance assessment; the Working Group
is responsible for execution of daily operations and reporting major
ESG issues to the Board. With this ESG management framework
and clear governance procedures, the Board can effectively monitor
ESG-related opportunities and risks within the Group.

From time to time, we obtain regularly updated information on
environmental, social and governance trends and regulations and
industry practices. Based on the external social and economic
macro-environment and the Company’s development strategy,
we have always given priority to stakeholders’ views, opinions and
suggestions on environmental, social and governance management,
and will conduct a materiality assessment and discussion on the
formulation of environmental, social and governance strategies,
determine the Company’s risks and opportunities in respect of
environment, society and corporate governance, and take the
management and improvement of key issues as sustainable
development strategy. Through the abovementioned efforts,
we have been able to better understand and manage our
environmental, social and governance risks, and achieve our goal of
creating higher value for all stakeholders.

SCOPE OF THE REPORT

The content of this ESG report summarizes the Group's performance
in terms of corporate social responsibility based on the reporting
principles of “importance”, “quantification”, “balance” and
“consistency”. In order to optimize the reporting process and
expand the scope of disclosure of the ESG report, the Group
has been proactively formulating effective ESG related policies,
recording relevant data and implementing and monitoring various
measures. This report illustrates the ESG performance of the Group
in achieving future sustainable development.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019

ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT
BiR - HEREREKSE

.EEEgBH@

EEERESGIENE(IENEDZEEBER
EEMESGEIE KL EE - BIEARIEEBESG
BB HIE © # R FIRHEESGRBS « BWALESGE R
B - BRESGETEIMBIZ - TBHRESGERE
% TR NMEAEREEERTTARANES
GREERESGHIE © RIBILESGEIEIELR ME
MR ERREF  EFTCA UM ERAELR
WESGIRRA# = KA -

BMTERERE  HERERBERANR
TEREHNEHRERES - ERIMNBHLERE
LERBENAREREE  RM—REEERE
KOERRE HERELREENER BER
N2 YERHIERE 4 REAREE
TEZUME  TRIEBEARERE 48
MABDRETHAEREEE - SEHHEN
ERERTHERHEEREBIE - BEL
MEES ) HPASURERSIMTERERHR
MRS e RERAR  BREMRME
ROEREEREENER -

. REHE

RESGHREMARBIBEIEZE] - [E10] - [F
G — B NHRE RS T AREEESE
HEBEFTHFEMNKRIA - BBILESGRENRE
BFhkAARE#®HE A5B—EF&HHTE
MAESGHEBECK - B EEBRBET TR E
BEBERE - AREHPBELAEEEER KRR
AR E RS EMESGRR -



VI.

ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT

SCOPE OF THE REPORT (continued)

This ESG report covers the main operating activities that the Group
deems significant (i.e. the environmental, social and governance
conditions in Qingdao, the principal place of operation). The
Group's operating sites in Qingdao are as follows:

(1) Qingdao TSC Offshore Equipment Company Limited (TSC-OE);
and

(2) TSC Oil and Gas Services Group Holdings Limited (TSC-QD).

Unless otherwise specified, this ESG report covers the environmental,
social and governance progress and performance in the period from
1 January 2019 to 31 December 2019 (the “Year”).

STAKEHOLDER ENGAGEMENT

The sustainable operation of the Group requires the joint efforts and
support of all stakeholders. The interests, expectations and concerns
of all parties are inseparable from the performance of the Group.
Therefore, the Group’s goal is to create a sustainable development
environment that is beneficial to enterprise development and the
well-being for stakeholders.

The Group is striving to promoting communication with its
stakeholders. The Group maintains open and continuous
communication with relevant stakeholders including stakeholders
and investors, employees, customers, community groups, media and
government bodies through various means to achieve transparency
and develop mutual understanding of each other’s aspirations
for corporate social responsibility. Through communication with
stakeholders, the Group is committed to identifying, assessing and
managing environmental, social and governance-related risks, while
ensuring that there is an effective internal monitoring system in
place to deal with the risks identified, so that the Group can achieve
sustainable development.
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VI. STAKEHOLDER ENGAGEMENT (Continued)

N BOENSRE

Key stakeholders

EFRFOE FRRBRERE

Main communication channels

Customers Visits and meetings
ES R BH
Telephone conferences
EoE
Customer questionnaires
EREEEHRAE
E-mails
BFEM4
Employees Employee newsletters
8T 8 T
Group intranet
SENEP B
Volunteer activities
e r:0)
Charitable activities
BRELD

Community organisations

A [ AR A

Unscheduled meetings with each organisation

HEAM T THEHE
Shareholders and investors
R REEE MEREEEA
Annual reports
FERE
Company website
NGIFER
Circulars
78 BK

Press release/business newsletter

Conference and communications

S REA

VII. CORPORATE GOVERNANCE

All executive Directors of the Group recognise that good corporate
governance is an indicator of company modernisation, as well as a
prerequisite to the sustainability of business. Since inception, the
Group has invested large amounts of resources and manpower into
developing appropriate business management practices according
to the needs of the business. The Group continually enhances the
essence of corporate governance into its management structures
and internal control procedures. The Group is striving to maintain
the highest level of ethics, to achieve highest standards or best
practices in all aspects of business activities, and to ensure that
the Group’s operations are fully compliant with relevant laws
and regulations. All Directors believe that implementation of
comprehensive and high-standard corporate governance allows the
Group to achieve greater efficiencies in all aspects of sustainable
development, and to safeguard and maximise the interests of
stakeholders.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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Vill. PERFORMANCE OF ENVIRONMENTAL AND RIGEHSREBNEN

SOCIAL ASPECTS

(1) Human Resource Management

(1) ADERER

Employment Policies

The Group has been striving to maintain the equality in
employment opportunity. Every vacancy in the Group is
publicly advertised online or via other appropriate channels.
A fair selection process is conducted on each applicant’s
competence, skills, etc. The Group will not refuse the job
applications because of the attributes such as race, skin colour,
gender, language, religion and/or political reason, etc.

In order to strengthen the attractiveness of various positions,
the Group’s remuneration system is based on job grade and
performance. The wages paid by the Group and its other
subsidiaries have reached the minimum wage standards of the
regions in which the Group is operating. In addition to assuring
employees’ stable income from the basic salary, the Group
also provides bonuses in association with the employee’s
performance for recognition and retention of outstanding
employees.

Furthermore, the Group purchases additional commercial
insurance (covering critical illness, traffic accident, etc.) for
those employees who have reached a certain level of seniority
for offering them additional coverage. In addition, each
mainland Chinese employee is entitled to sick leave benefit
better than the statutory requirement. While the statutory
requirement allows the employees’ wages to be deducted by
30% during sick leave period, the Group provides employees
with 6 days of paid sick leave in a year during which no wage
deduction is required. Other employee benefits include free
shuttle bus for pick-up, transport allowances, and call-time
allowances, etc.

The Group is striving to promotion of the balancing between
work and family and hence does not encourage overtime
work. The Group strictly controls the number of overtime
hours by requiring a review and approval process when
overtime work is required, under which all overtime work must
be approved by department managers and abide by the local
labour laws.

The Group strictly complies with legal requirements relating
to bilateral termination of employment contracts in each of its
operating locations.
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Vill. PERFORMANCE OF ENVIRONMENTAL AND N REREMSRERNER D

SOCIAL ASPECTS (Continued)

(1) Human Resource Management (Continued)
Employment Policies (Continued)
During the reporting period, the Group did not identify any
legal violation or complaint relating to discrimination or other
employment practices.

As of 31 December 2019, the Qingdao operation sites covered
by this Report had 208 employees, all of whom were full-time
employees, there was no part-time employee and 62% of
them ranged in the age group of 31 to 45.

No. of employees per gender
RUEFESTHETAH

(1) ADEREE )

ERBER (&)
EREHA - NEE AL EEFE R AR
Sk H bR BARRDA DM E R IR -

HZE2019F12A318 » AREFMEEN
SEXEMBEM208LZET FiIEE A
PHET - EEBET  62%METER
31E45 R F AR o

No. of employees age group
RERABEIHNETIAH

16.83%

§ o

W 1830
| EIEE)
Femal
. é@a e 1 73 ?Tg\%vees o 46-60

128587

61.54%

50 g3

24.04%

employee
HRT

——— 0.48%

29 erploress
3 ZET
13.94%

The average monthly employee turnover rate for the Year,
which represented a slight increase as compared with 2018,
was summarised as below.

REENFATHREE RARBROT -
E2018FELLER - AFEM B TR KRR
B -

2019 2018
Average Monthly Average Monthly
Employee Employee
Turnover Rate Turnover Rate
(%) (%)
20194 20184
BR¥HY BAH¥H
BERKE(%) EEREE(%)
Gender gl

Male S 1.36 0.97
Female eg 1.30 1.55

Age group BETIFR
18-30 18-30 1.31 1.31
31-45 31-45 1.16 1.29
46-60 46-60 1.75 0.28
> 60 > 60 2.08 0
Overall average: By 1.35 1.07

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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Vill. PERFORMANCE OF ENVIRONMENTAL AND N BEEHEdEREENENE
SOCIAL ASPECTS (continued)

(1) Human Resource Management (Continued) () AHEREE®)

Employment Policies (Continued)

Prohibition of Child Labour and Forced Labour

The Group strictly complies with the employment laws and
regulations in each of its operating locations pertaining to
child labour and forced labour. As a result, all job applicants
are required to provide personal identification documents for
verification. Prior to confirmation of employment contracts,
the Group allows sufficient time for employees to read and
understand the relevant terms and conditions, and contracts
are to be signed only when employees fully understand the
content.

During the reporting period, the Group did not identify any
complaint or legal violation relating to child labour or forced
labour.

Career Development of Employees

The Group fulfils the principle of meritocracy and regularly
provides its employees with the opportunity for promotion,
which is based on a comprehensive evaluation of both
employee’s work performance and competence. In addition,
the Group also emphasises on training of potential talent, and
internal training team is appointed with the responsibility for
talent development.

The Group is implementing two major training programs:

1. Cedar program: This program is designed to develop
talents of high potential and establish teams of high
performance. This program offers systematic training
courses, and trainees are developed into two roles
(managerial and technological) and four types of talent
(namely, high potential talent, global key talent, local key
talent and technical expert). After accumulation of three
to five years of working experience, trainees will develop
into the backbone of the Group.

2. Spring rain program: This program is designed to develop
the internal training team within the company and to
inherit effectively technology and corporate culture of
the Group. Through systematic training, the Group firstly
trains up a group of influential staff through sharing
by a ratio of 1 to 3 mentoring model. They will then be
developed to become high performance training team
after accumulation of three to five years of experience.
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Vill. PERFORMANCE OF ENVIRONMENTAL AND
SOCIAL ASPECTS (continued)

(1) Human Resource Management (Continued)
Employment Policies (Continued)
Career Development of Employees
In 2019, the total number of trained employees reached 184
at the Qingdao operation sites covered by this Report, with a
total of 789 training hours.

The following tables set forth the enhancement in
performance achieved by the Group in terms of proportion of
employees trained and the average number of training hours
per employee during the Year as compared with the last year:

N BREMERERNENR @

() ANEREE®E)
ERBER(E)
BETB¥EZE
R2019F E A REMRENES S EH
B BEREIIMBETBANE184 A
789MEIE FI/ N o

RTRABRAFEEREZIIEERD
Lo B B 1955 )l B 855 R U7 T O 4B S A
FEFRFHRBEERTT

Monthly Average Proportion of
Trained Employees (%)
EZRINEENE A FHERMNLL (%)

2019 2018 Change (%)

2019 20184 (%)
Gender % 5l
Male Bk 6.56 6.46 1.55%
Female i 7.00 7.19 -2.64%
Employee Rank BE&R5
Senior management SRERE 6.79 1.92 253.65%
Middle management FAREEE 8.47 10.78 -21.43%
Junior employee R ET 6.41 6.31 1.58%
Overall average #¥E g 6.65 6.58 1.06%

Monthly Average Training Time of

Each Employee (hour)
BEEENS A LHEIEE ()
2019 2018 Change (%)

20194 20184 B{(%)
Gender % Bl
Male Bk 0.28 0.30 -6.67%
Female gk 0.42 0.32 31.25%
Employee Rank EE& R
Senior management SEEE 0.62 0.15 313.33%
Middle management FREEE 0.78 0.49 59.18%
Junior employee MHET 0.23 0.29 -20.69%
Overall average By 0.31 0.30 3.33%

90 CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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Vill. PERFORMANCE OF ENVIRONMENTAL AND N BEEHEdEREENENE
SOCIAL ASPECTS (continued)

(2) Occupational Health and Safety (OHS) (2) BERENZZR

For continued mitigation of the occupational health and safety
impacts incurred from the operations, the Group is committed
not only adherence to laws, regulations and industry standards
as the baseline, and but also striving to achieve the corporate
safety target of “Zero Occupational Disease” and “Zero
Incident of Casualties”.

All the Group’s employees at managerial level or above, labour
union chairperson and OHS employee representatives are
members of the Safety Committee which is responsible for
the relevant occupational health and safety matters within
the Group. The Group adheres to the “Stop Work” policy:
whenever employee is subject to safety risk, all individuals
are empowered the right to stop work for preventing the
occurrence of work-related incidents.

The Group attaches great importance to employees. As an
employer, we are committed to protecting the health and
safety of all employees. We have comprehensive safety
policies and measures to provide protection for employees.
The Group is striving to identify various opportunities for
prevention of occupational disease through enhancement of
work environment. The Group also actively responds to advice
given by employees in relation to occupational health and
safety, recognises and rewards those employees who have
contributed to the continual improvement in those topics. In
addition, the Group also maintains close communication with
all employees and relevant stakeholders on occupational health
and safety, and establishes multiple communication channels
and models to ensure the health and safety of all employees.

The Group provides suitable personal protective equipment
(PPE) free of charge to its employees including helmets,
safety goggles, protective masks, safety gloves, safety belts
and purifying respirators. Employees exposed to hazards of
occupational diseases, including those who work in painting
and shot blasting processes, are arranged annually for free-of-
charge physical examinations by qualified medical institutions
for assuring the health conditions of employees. During
the Year, the Group has arranged a total of 67 employees
to undertake physical examination, from which no case of
occupational disease was diagnosed.
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VIll. PERFORMANCE OF ENVIRONMENTAL AND
SOCIAL ASPECTS (continued)
(2) Occupational Health and Safety (OHS)

(Continued)

In addition, the Group is striving to raising the safety
awareness of its employees through promotion on bulletin
boards and posting of safety signs. More importantly, the
Group has also established safety training and education
system and developed an annual training plan at the beginning
of the Year. Occupational health and safety training courses
are conducted regularly to its employees, training topics
include general occupational health and safety education,
correct usage of personal protective equipment, and safety
precautions for various hazardous work, such as safe handling
of dangerous chemicals, safe use of gas, safety of welding and
measures for prevention of heatstroke in working environment
of high temperature. Taking into consideration of various
health and safety training programmes, the total number of
the Group’s employees trained in the Year was 297, reaching a
total of 580 training hours. Moreover, the Group considers the
mental well-being of employees to be valuable assets for the
enterprises, and has alleviated employees’ working pressure
through arrangement of various activities such as mental well-
being courses and group sharing.

Some of the subsidiaries within the Group (such as Qingdao
TSC Offshore Equipment Company Limited), have established
and achieved the certification for OHSAS 18001 safety
management system. In accordance with the requirements
of the management system, the Group has identified clearly
the origins of dangers in the workplace and conducted risk
assessment at those areas. Relevant companies have evaluated
the workplace on the occupational hazards in plants in
October 2019 for assuring appropriate controls in all positions
identified with hazards. In addition, the Group has established
a 6S inspection system for regular check of workplaces
and inspection of fire and electrical equipment, as well as
formulation of plans for regular maintenance of equipment.

As of 31 December 2019, the Group neither identified
any legal violation against the key regulations relating to
occupational health and safety, nor any incident of work-
related fatality. However, a total of 49 working days lost was
recorded due to work-related injury.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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Vill. PERFORMANCE OF ENVIRONMENTAL AND N BEEHEdEREENENE
SOCIAL ASPECTS (continued)

(3) Supply Chain Management (3) HEEER

The Group adopts QHSE criteria for supply management,
through which its suppliers are selected with their performance
of corporate social responsibility as one of the evaluation
criteria. Suppliers are required to sign and comply with the
Group's stipulated code of supplier's conduct, which contains
clauses relating to environmental protection, anti-bribery,
etc. The Group also actively encourages communication with
the suppliers through multiple channels (including telephone,
e-mail, questionnaire, and training, etc.) to elaborate the
Group's requirements of corporate social responsibility
by promoting the mutual benefits from fulfilment of the
responsibility.

The process of manufacturing onshore and offshore rig
equipment is extremely complex and tedious, involving
the assembly of fine and complex parts, which requires
standardized work processes and stable supply chains to
ensure consistency. In order to ensure that the quality of
equipment produced is consistent and maintained at a high
level, we must have effective supply chain management and
maintain it a high level, and establish a sustainable relationship
with suppliers of materials, electronic parts, equipment,
services, etc. Therefore, the Group strictly follows internal
procedures to communicate with suppliers and ensure that the
required goods and services are purchased in a competitive,
fair and transparent manner. As quality, environmental
protection, service and cost performance are the key indicators
for the Group’s assessment of suppliers. Therefore, the Group
has developed a systematic supplier management system
to manage its supply chain to identify, analyze, select and
manage suppliers based on clear criteria.

Distribution of Suppliers

The Group has the qualified supplier quality assurance
personnel (SQA) to evaluate various aspects of suppliers on
regular basis, and to conduct audits on specified suppliers
for assuring their operations in compliance with the Group's
requirements. As of 31 December 2019, there was a total of
117 qualified suppliers for provision of materials to the Group,
and they were mainly based in China (111), the United States
(5) and Ireland (1).
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Vill. PERFORMANCE OF ENVIRONMENTAL AND
SOCIAL ASPECTS (continued)

)]

4

Supply Chain Management (Continued)

Evaluation of Social Responsibility/Environmental
Performance Aspects

Apart from considering the aforesaid scope of evaluation
scope, and also for supporting the reduction in emission
of greenhouse gases, the Group will give priority to local
suppliers possessing the same conditions. The proportion of
local suppliers currently accounts for approximately 95% of
the total supply base, overseas procurement will be made only
when suitable local suppliers are not available. Moreover, some
suppliers are subject to the evaluation of social responsibility/
environmental performance aspects, and approximately
18% of the Group's suppliers have fulfilled those evaluation
requirements in the year.

Achievement of Supplier Evaluation

During the year, the Group has engaged 4 new suppliers. They
had passed through the evaluation prior to procurement, and
some of them were additionally required to go through on-site
assessment for assuring compliance with the requirements of
the Group and its customers. Moreover, each of the Group's
existing suppliers is also subject to annual evaluation for
continued monitoring of their performance. Those existing
suppliers which may have significant impact on the Group’s
operations are even subject to on-site assessment. In 2019,
2 new suppliers and 41 existing suppliers passed the on-site
assessment.

Environmental Sustainability

In response to the environmental risks faced by the country
and the national policies, the Group is committed to being a
responsible enterprise to implement policies for prevention
of environmental pollution, despite the industry in which the
Group operates does not cause significant pollution.

The Group’s environmental protection policy includes the 3R
principle, namely Reduce, Reuse and Recycle, as well as the
effective use of materials and energy.

The Group actively responds to employees’ opinions on
environmental issues, and recognises and rewards those
employees who have made continuous improvement or
contribution to environmental protection, thereby raising
the awareness and sense of responsibility of employees and
stakeholders towards the surrounding environment.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019

N BREMERERNENR @

)]

Q)

HERER®)
BEE/RREMG EOFME

FEEE LAFFEHEENRE - AR
BRERBOHEN  AEEEELERER
RGN A HER - B AT SR
BRI % RABEERAREAMHER
RRHR - T ZREIMREE - SR - #8548
BOHEETEI LS REE/RRENS
EERHE - REEHB18%HHEREEB
BLFHEER -

HEBFTEER
AEFIETAZHER  EREAHE
BAKEWRE - MO EREREBRS
AE - BRTEAKERTPHER - It
S BRRANHEHERBFEFNE
UREERERE  WEELEREEY
ZNHEMEARXIGIE - R2019%F
HE2ZEEE RN KA EHEEEB
BIGE

BRENAHERR

PR e B 2% o e ) BRI R B R B SRR
BEAKRENTENSEEBMERTE
BEA—RARENEE  AEEHLHD
EEARRTARMBUR

AEBRIRBERES S EIEIREFEL - A
B> (Reduce) + B F A (Reuse) M1 IR &
(Recycle) * A& b (FE B RHABER o

AEEEBERS TR ERFHEER
MER  YHEMREERRRETHE
HISERESERNEBT - BHINRET
FFEsD ELINERFAIRAR R B AR



ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT

Vill. PERFORMANCE OF ENVIRONMENTAL AND
SOCIAL ASPECTS (continued)

(4) Environmental Sustainability (Continued)
Emission Reduction Policy

I

1.

Reduction of Exhaust Gas Emissions
Environmentally-friendly materials were used when
the Group renovates its office buildings, and indoor air
quality testing was performed before commissioning
of the office. Office operation would commence only
when the air quality test results fulfilled the specified
standards. In addition, spray-painting and shot-blasting
facilities represent the main sources of exhaust gas in the
operation process. For mitigating the pollution from the
exhaust gas, spray-painting and shot-blasting facilities
are equipped with system for ventilation, dust-removal,
poison-removal and filtration. The spray-painting facilities
adopts water curtain + activated carbon + filter cotton to
filter exhaust gas in three stages, and the shot-blasting
facilities adopt bag dust removal + cyclone dust removal.
The exhaust will be discharged after meeting standards.
Moreover, exhaust emissions from the operation are
tested on a regular basis.

Reduction of Greenhouse Gas (GHG) Emissions
Meanwhile, the Group recognises that the emission of
GHG is one of the main causes of the current global
warming, and energy consumption is key source of GHG.
In order to mitigate the situation of global warming,
the Group has adopted various policies and measures
to control the consumption of energy, thereby reducing
GHG emissions:

1. Prioritise the use of equipment and products of low
energy consumption and high efficiency;

2. Consider the use of renewable energy, whenever
appropriate;

3. Avoid unnecessary business trips to reduce carbon
emission generated by transportation;

4.  Prioritise the engagement of local suppliers to
reduce energy consumption resulting from the
transportation of cargoes;

5. Promote the importance of “Reducing Carbon
Emissions” along the supply chain.
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VIll. PERFORMANCE OF ENVIRONMENTAL AND N REREMEREBENEN @
SOCIAL ASPECTS (continued)
(4) Environmental Sustainability (Continued) (4) RENURERRE)
Emission Reduction Policy (Continued) WA B BER ()
. Reduction of Greenhouse Gas (GHG) Emissions I L BREREE(GHG)HK (&
(Continued)
Through achievement of the aforesaid measures, the FREBALEE  TRETKEF
following table sets out the emission volume from the EEBERABREMBENTEEE
main GHG emission sources of the Group's operating B A EZREREIREMNBER
sites in Qingdao covered by this Report during the year: £
GHG Emission
Volume (tonnes
Consumption carbon dioxide
GHG Emission Sources in 2019 equivalent)
BERBHHE
BEREHHERIR 20195 %8 (HM-F{HmES)
Diesel consumption (litres) Mobile source SaiEE ()RR 4,830 13.39
Fixed source Ehvab 1,500 3.39
Gasoline consumption (litres) Mobile source  JSMFEE (AFH) RENE 19,663 53.24
Natural gas consumption (cubic metres) RARFEE (LK) 3,150 5.29
Acetylene consumption (kg) LBEFEE(RT) 4,068.50 13.77
Power consumption of manufacturing SLEN RS (T RE) 3,023,515 2,444 81
facilities (kwWh)
Total GHG emissions AERBHHERES 2,534.43
Production volume (tonnes) HE= () 1,260.70
GHG Emission Intensity AERBHERERE 2.01

(tonnes carbon
dioxide equivalent/

tonnes)

(g — &b Tx

B2 1)

il Reduction of Wastewater Discharge o LK
The processes and technology adopted in the Group’s RAEEZERFAERANIRER
operations do not involve significant water consumption fir » WS R AE R KKEKEE
nor discharge of wastewater. Water is reused in W EREREREREMEANE
exhaust gas treatment system in spray-painting process. BERBAK: Bt - SEAEKE
Therefore, the Group's discharge of wastewater mainly REBPRBAENRAZTEE B
involves daily office operations. In view of this, water EBEEFHE - RXKE - REN
conservation signs are put up in washrooms, pantries, MEIREERRAKRERAIETL
canteens and dormitories to raise employees’ awareness BXIE:s  UAREEIMNENE
of resource conservation for reducing sewage generation. BoORmADIEKESE -

96 CMIC Ocean En-tech Holding Co., Ltd.
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Vill. PERFORMANCE OF ENVIRONMENTAL AND
SOCIAL ASPECTS (continued)

(4) Environmental Sustainability (Continued)
Emission Reduction Policy (Continued)

V.

Reduction of Solid Wastes

The Group has maintained a high degree of management
to reduce leakage of various oil products, thereby
reducing generation of the related wastes. Lean
production was adopted to change paints of low
consumption in small packages for reducing the amount
of hazardous wastes such as waste paint residues and
paint containers used. In addition, the Group also
advanced the technology for reducing the generation of
hazardous wastes, such as the adoption of centrifugal
casting process to fully prevent the release of asbestos
wastes.

The operating sites covered in this report generated a
total of 46.45 tonnes of non-hazardous waste during
the year of 2019, the types and distributions of these
wastes were set out in the following table. Currently, the
main identified hazardous wastes included: waste paint
residues, scrap paint containers and waste mineral oils.
The cumulative volume of all such wastes reached 4.38
tonnes. The Group recovers waste paint residues through
the water curtain system, and reduced waste paint
residues by 1.85 tonnes in 2019. The Group also uses
cyclone dust removal and bag dust removal to reduce
exhaust gas and dust particles. The total amount of waste
reduced in 2019 was 3.83 tonnes. In addition, the Group
also assisted in waste reduction through improvement
of processes/technologies. The total amount of waste
reduced in 2019 was 1.01 tons.
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Total volume  Emission Intensity

in 2019 per tonne of

Type of Waste (tonnes) production unit
2019 BWMEEEN

BEYESE ZHEHE (M) K BE B
Hazardous wastes BEEEY 4.38 <0.010
Scrap steel 3k 19.63 0.016
Scrap paper cartons REAR SR BLE 2.29 <0.010
Scrap wooden boxes BER B AR 2.35 <0.010
Domestic wastes ATERIIR 22.18 0.018
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Vill. PERFORMANCE OF ENVIRONMENTAL AND
SOCIAL ASPECTS (continued)

(4) Environmental Sustainability (Continued)
Emission Reduction Policy (Continued)

V.

Reduction of Solid Wastes (Continued)

Handling of Hozardous Wastes

The Group develops the plan for hazardous waste
management on an annual basis, and establishes waste
quantity targets for all relevant departments. Regular
assessment is conducted and appropriate control
measures are implemented for waste reduction where
necessary. To cope with relevant management efforts,
the Group arranges the classification of hazardous
wastes, put up signs of hazardous wastes in the storage
area, and engages the qualified subcontractors for proper
handling.

Reuse of Wastes

The Group keeps strengthening quality control to reduce
wastes that resulted from non-conforming products, and
is striving to extract steel materials from wastes for “non-
production” usage. Through this approach, a total of
3.94 tonnes of steel materials was reused throughout the
year. In addition, scrap iron chippings generated during
the processing stage was also reused by the Group for
casting production, and amounted to a total of 56.63
tonnes for reuse in casting throughout the year.

Recycle of Wastes

For effective handling of recyclable wastes, the Group
requires employees to classify relevant wastes and affix
them with appropriate labels, which facilitates collection
and periodic delivery to the qualified subcontractors for
recycling and disposal. One of the examples was the
handling of scrap product packaging cartons, the Group
follows the abovementioned principle to engage qualified
agencies for collecting and recycling of such paper
wastes. The total amount of such wastes recycled during
the year was 2.12 tonnes.

CMIC Ocean En-tech Holding Co., Ltd.
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ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT

Vill. PERFORMANCE OF ENVIRONMENTAL AND

SOCIAL ASPECTS (continued)

(4) Environmental Sustainability (Continued)
Effective Use of Resources
The Group consumes resources mainly through material
procurement, product manufacturing and office operations,
and has formulated the respective policies for managing
effective use of resources and reducing wastage:

BR - HERERERE

N BREMERERNENR @

(4 BRENTHFEBRE)
BERERAEIR
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ROADRE

Green Procurement Policy:

RERBHXK

Green Manufacturing Policy:

RESUEBR

Environmental safety assessments shall be conducted before
procurement of chemicals. Toxic and hazardous products shall be
substituted by products that are non-toxic or of low-toxicity;

KB ERE  BEXETRREZEME  AESHESHER
PRESHAEER

The manufacturing process mainly involves consumption of energy,
use of raw materials and use of water for exhaust gas treatment.
In view of this, the Group has formulated corresponding policies to
address issues in these three aspects:

iii)

SEBIREEW REROFER - EM G A KEREEN A
K BULERERE EE = EEm

Newly purchased equipment shall meet the national
energy consumption level, and purchase of high energy
consumption equipment listed in the national phase-out
catalogue is prohibited;

Technological processes shall be optimised for improving
utilisation of steel plates and reducing the amount
of scrap steel materials. In 2019, the Group further
improved the utilisation rate of steel plates and extruded
profiles as follows:

Utilisation rate

HRENRBETAEERNERS
Ao BIERBEZAABEENS
BEFERRE ¢

BEIERRE REaWiRERR
BOBEEHMAERE  R2019F 4K
EEEIRFA T MM AR KB F
A=

Steel plates Extruded profiles

FA= S8 AR A% Eidk )
2019 94% 96%
2018 86.5% 92.5%
Annual comparison FEEMLER 17.5% [3.5%

In addition, for the use of materials, the Group is striving
to recycling of scrap product packaging cartons. This
approach achieves reduction in both waste generation
and consumption of paper resources.

In the spray-painting process of the Group's factories, the
exhaust gas treatment system currently in use is designed
to absorb exhaust gas through water recycling, thereby
reducing the use of fresh water supply. This saved 105.2
cubic metres of fresh water throughout the year.

iii)

BoN - EYMROER L KEERS
BRANABEZRNEMBRAN 1t
e — 77 EOR D BEREEY) - R IR
AHEREER -
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Vill. PERFORMANCE OF ENVIRONMENTAL AND N RIREHSREBNERE

SOCIAL ASPECTS (continued)

(4) Environmental Sustainability (Continued)
Effective Use of Resources (Continued)
Green Office Policy:
HREPRNEBR

(4) BRENTHERR@E)
BRERERE)

Reduction in use of office resources includes: (i) using double-sided
printing of paper instead of single-sided printing, and priority to
consider paperless office operation; (ii) using water-saving devices
as much as possible amongst office facilities, such as high efficient
flushing toilets and automatic sensor switch faucets, and reminding
employees to save water in daily operations; (iii) improving interior
design to make full use of natural lighting, such as the use of
transparent tiles, and maximising the use of energy-saving devices
including LED lights, adoption of acoustic automatic control and
solar power supply for public lighting. The current office buildings
adopted LED lights during construction. Solar panels are used for
street lighting in new factories, light and acoustic automatic controls
are used in public area lighting, and newly purchased equipment
must meet the national energy consumption level. It is prohibited
to purchase high energy consumption equipment in the national
phase-out catalog.
BROWAENERER - B : (WRRERTHNRERLHEIT
B WEEZEEELPRERE  (MHARERSHRAEKE
B0 sREAKERANE B RERBENKESE  WEABE
ERREES TEHAOMK : (NBEEAR - REFNABAEK
W RAEARS  WREIRAHEEE - o0 EALEDE - A
FREALRAE X B EiEH - KIS ESE - BRI BRI ER
RAILEDIE - ¥ TRk B ARAAER A KI5 eE MR - N H = R A
RAXEMERE  HREXETREERNERSR - BILRE
BIZEK B SR E) = AR RERR M o

During the reporting period in the year, major resources RAFENMEEA - SEMEENEZE
consumed by the Group were listed as follows. Electricity BRBINMT  EANEZTEEANE
remained as the main resource consumed. IR e

Intensity of
consumption

Consumption per tonne of

Resources in 2019 production unit

2019 BMEEEN
&R 2EHRE WREABE
Municipal Electricity (kWh) & (F k) 3,023,515 2,398.28
Natural gas (cubic metres) RARGLITK) 3,150 2.50
Fresh water (cubic metres) HFEEHOK (I K) 22,918 18.18
Packaging materials (tonnes) BEE R () 117.91 0.09

'I 00 CMIC Ocean En-tech Holding Co., Ltd.
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R -HERERRSE

Vill. PERFORMANCE OF ENVIRONMENTAL AND REHEYSREENEN &
SOCIAL ASPECTS (continued)

(4) Environmental Sustainability (Continued) (4) BENTHEZRE®E)

Mitigation of Significant Impacts to Environment and
Natural Resources

Green Operating Processes

In addition to the aforesaid policies and measures for reduction
of emissions and effective use of resources, all products from
the Group have achieved the strict certification by Classification
Societies for fulfilment of the environmental protection
requirements for offshore products. Moreover, TSC Offshore
has established and obtained certification of the 1SO14001
Environmental Management System, and has formulated
effective procedures to assure minimising environmental risks
in its operations.

Environmental Protfection Training fo Employees

To cope with implementation of the environmental policies and
measures, the Group has formulated training programme to
employees for continued enhancement of their environmental
awareness and competence in the implementation of relevant
measures. In the year, the number of employees participated
in the environmental protection trainings and trainings on
identification, collection, transfer and storage of hazardous
wastes reached 176 persons with a total of 350 training
hours, this figure is about 24% higher than that achieved in
previous year which was 282 training hours, which will reduce
environmental risks imposed by the relevant operations in a
more effective way.

Promotion of Environmental Protection along the
Supply Chain

Suppliers are important partners with the Group. The Group
intends to enhance the environmental awareness of its
suppliers by taking advantage of its influence in the supply
chain. Consequently, environmental performance has also
become one of the evaluation criteria during the supplier
selection and approval process, thereby enhancing suppliers’
awareness of environmental protection and reducing carbon
emissions to the environment.

During the reporting period, the Group did not identify any
operating site with any legal violation or complaint relating to
environment.
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Vill. PERFORMANCE OF ENVIRONMENTAL AND

SOCIAL ASPECTS (continued)

(5) Business Ethics

Product Management

The Group has established and implemented the I1SO 9001
Quality Management System, and has formulated appropriate
monitoring procedures to address corresponding potential
product quality risks. All products are required to pass
through relevant quality inspection, whereby their design,
manufacturing process, installation and testing shall all
conform to relevant standards, specifications and technical
requirements, as well as satisfy relevant design parameters. In
addition, all products are subject to rigorous certification and
safety verification by Classification Societies.

The product quality assurance process of the Group is
controlled through the following four aspects:

1) Inspection of Materials
All raw materials must undergo incoming inspection
based on their drawings, standards, specifications
and technical agreements. Only materials passing the
inspection are allowed for storage.

Raw materials, that are going to be used in products
requiring classification, are subject to certification by
Classification Societies, and they are allowed for storage
and use only after approval.

2) Manufacturing Process
Verification and testing are conducted during the
manufacturing process. Semi-finished products can only
proceed to the next stage after pass result attained.

Manufacturing process for products requiring
classification must undergo certification by Classification
Societies, and can only proceed to next stage after
approval.

3) Inspection of Finished Products
Finished products are subject to final inspection and
comprehensive FAT testing.

Products requiring classification must undergo
certification by Classification Societies and are only
allowed for delivery after approval report has been
issued.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019

RERMERERNER#®

(5) BRER

EmnERE
EBET NEMHISO 00 1EEEHER -
iﬁfx‘;éﬁ“%ﬁé’]@%“%f%ﬂ”* Wi EE
TRRF MBEEMUABBREER
J ,\anJr SUEERE  ZENHBE N
ARERBEMIZEE REBFFWEK - I
/ﬁmaﬁam*““rﬁ%z BN MEEMY
BB NBBMATNEERRAERLZER

2K,
a2 °

AEBHEMESRTHBEZRBIATIUE
EE}ETTD}; S

) #HEEZE
FTA R LB IRE A - S
ME - RITHhESETESRS
Y EIPNER

BATNERNEMEEEEH
ﬂ’&%&ﬁi%ﬁf A EG A AEE
}Eﬁo

2 BEERE
HTBREHNRR  CBRRA
LR G SRS T— T -

EARERMEEBRERTLCBMN
mﬁﬂﬁ’A%éﬁjwﬁT*I
}‘% °

3) HaaE
T THYEE BT A mn iz B AN B A FAT

FEALNERTEBMALR
& WRHABRBRERSARE -



ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT

Vill. PERFORMANCE OF ENVIRONMENTAL AND

SOCIAL ASPECTS (continued)
(5) Business Ethics (Continued)

Product Management (Continued)

4

Nonconforming Product Conftrol

Whenever nonconformities are identified during the
quality verification process, the nonconforming product
is analysed and processed, and they would be segregated
from the manufacturing process.

Apart from monitoring of product quality, the Group is
also concerned on the protection of intellectual property.
The Group has signed confidentiality agreement with
employees for prohibition of employees disclosing
product information to unauthorised personnel. For
electronic information relevant to customers and own-
branded products, such as specifications and drawings,
they are encrypted for protection from leakage. Where
appropriate, the Group will apply for patents to seek
protection from the relevant authorities. The relevant
patents obtained by the Group in the year are listed as
follows:

Name of product/technology patent
B/ BirEFA8
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Registration authority

A

A type of intelligent remote control ship deck crane
used for ocean engineering

—RARESFTENSRICEEMMATR B

State Intellectual Property Office
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ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT
BiR - HEREREKSE

Vill. PERFORMANCE OF ENVIRONMENTAL AND
SOCIAL ASPECTS (continued)

(5) Business Ethics (Continued)
Product Management (Continued)

4

Nonconforming Product Confrol (Continued)
Despite the implementation of robust quality
management, the Group still attaches importance to
customer feedback and has established a comprehensive
complaint handling system. Sales and project
management team will firstly communicate with
customers to identify the details of nonconforming
situation, then the quality management team will
convene the relevant departments for cause analysis
and proposal of corrective actions. Eventually the sales
and project management team will reply to customers
with relevant solution and the implementation status
thereof. During the reporting period, the Group did not
identify any legal violation or complaint case relating to
product responsibility. In the same period, no product
was recalled for safety and health reasons. In addition,
the Group was awarded from various institutions in the
year for recognition of the Group’s product quality and
technological achievements:

Name of Product Award
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Issuing Authority
A HE

Certification of intellectual property management
system

Huazhi Certification Co., Ltd. (ZEAREB R A7)

MBERETEEBRRE EHREERAR]
Anti-corruption Measures Vi=gpi

Being a responsible enterprise, the Group has always
maintained “zero tolerance” attitude towards critical violations
of business ethics such as bribery, extortion, fraud and money
laundering.
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ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT

Vill. PERFORMANCE OF ENVIRONMENTAL AND
SOCIAL ASPECTS (continued)

(5) Business Ethics (Continued)
Anti-corruption Measures (Continued)
The Group is striving to provide an integrity business platform
and has continuously implemented the following measures,
including:

1. In 2012, the Group formulated the “Code of Business
Conduct” to which all board members, managers,
employees, agents and representatives must adhere;
the Group announced and implemented the “Employee
Handbook”, which contained the requirements for
prohibition of bribery, and has been signed and
acknowledged by all employees;

2. The Audit Committee, the Remuneration Committee, the
Supervisory Committee and the Nomination Committee
have been established under the board of directors of the
Group to be responsible for corporate governance;

3. The Group has set up a whistle-blowing hotline through
which suspected cases or incidents of business ethics
violations can be inquired about or reported, and
corrective measures will be formulated to eliminate the
root cause of the established cases;

4. In the employment contract, employees are required to
disclose conflicts of interest, and no relevant reporting
case was received throughout the year;

5. Open tendering policy has been formulated and
"comparison of quotations amongst at least 3 suppliers”
is required, whereby the supplier with competitive price
will be selected;

6.  Starting since 2013, procurement personnel must comply
with the “Revised Code of Self-Discipline Integrity
Conduct for China (including China MRO) Procurement
Personnel”;

7. The Group will appoint independent auditing agency to
proceed auditing and reporting of listed company on
an annual basis, and the content involving the internal
control system will be disclosed separately. Subsidiaries
will appoint the local auditing agencies to proceed
individual auditing and reporting as well as tax calculation
in accordance with the principles of the operating regions
for enhancement of the Group's internal control.
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Vill. PERFORMANCE OF ENVIRONMENTAL AND
SOCIAL ASPECTS (continued)

(5) Business Ethics (Continued)

Anti-corruption Measures (Continued)
8. The Group will provide a training session on anti-
corruption for directors and employees.

During the reporting period, the Group did not identify any
reported case or legal violation relating to corruption.

Community Contribution and Engagement

Being an outstanding corporate citizen in the community, the
Group intends to connect with the community for sending
best wishes and support to the disadvantaged and giving
back to the community. Based on this social responsibility,
the Group has been expecting to reach out to the community
over the years, through volunteer service or participation in
regional activities, and communication with local community
organisations in form of meetings and other means for
understanding their needs and satisfying demands in the
regions to the best of the Group's capabilities.
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