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SCOPE AND REPORTING PERIOD
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This ESG report is prepared by Pu’er Lancang Ancient Tea
Co., Ltd. and its subsidiaries (the “Company”, and together with
its subsidiaries, the “Group”), highlighting its Environmental,
Social, and Governance (the “ESG”) performance, with disclosure
reference made to the ESG Reporting Guide as described in
Appendix C2 of the Listing Rules and Guidance set out by The
Stock Exchange of Hong Kong Limited (“HKEX”). Climate-related
disclosures are aligned with the Task Force on Climate-Related
Financial Disclosures (“TCFD”) framework.

This ESG report covers the Group’s overall performance in two
subject areas, namely, Environmental and Social aspects of its
business operations in various cities in the People’s Republic of
China (the “PRC"), namely Guangzhou and Pu’er, from 1 January
2023 to 31 December 2023 (the “Reporting Period”), unless
otherwise stated.

In addition, this ESG report also includes the social performance
of its retail locations in Chengdu, Hefei, Henan, and Xi'an
in the PRC. However, since the abovementioned locations
have insignificant environmental impact, their environmental
performance are not considered to be within the reporting scope
of this ESG report.

Unless otherwise specified, the scope and explanations of this
ESG Report is consistent with the 2023 Annual Report.

There were no major operational changes in the scope of this
report compared with that for the period from 1 January 2022 to
31 December 2022 (the “Last Reporting Period”).
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FEE ¥ R R
REPORTING PRINCIPLES

The Report is prepared in accordance with the “Environmental,
Social and Governance Reporting Guide” set out in Appendix
C2 to the Listing Rules of the Stock Exchange (the “Guide”). The
contents covered herein are in compliance with the provision
of “Comply or Explain” as well as four reporting principles of
materiality, quantitative, balance and consistency required in the
Guide.

Materiality — Materiality assessments have been carried out to
identify material environmental and social issues that have major
impacts on investors and other stakeholders, the significant
stakeholders, procedures, and results of the engagement of
which are presented in the section “Stakeholder Engagement and
Materiality” in the Report.

Quantitative — Key performance indicators (‘KPI”s) have been
established, and are measurable and applicable to make valid
comparisons under appropriate conditions; information on the
standards, methodologies, assumptions, and/or calculation
tools used, and sources of conversion factors used, have been
disclosed when applicable.

Balance — The Report presents the Group’s performance during
the Reporting Period in an impartial manner, avoiding choices,
omissions or presentation formats that may unduly influence
readers’ decisions or judgements.

Consistency — Consistent statistical methodologies and
presentation of KPIs have been used to allow meaningful
comparisons of related data over time.

REPORTING LANGUAGE

The Report is published in both English and Traditional Chinese.
In case of discrepancies, the English version shall prevail.
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STAKEHOLDER ENGAGEMENT AND MATERIALITY
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The Group values input and feedback from its stakeholders
as they bring potential insights to the Group's business. The
Group communicates with different stakeholders through regular
engagement activities to better understand their concerns and
expectations on the Group’s ESG and business performance.

To effectively promote sustainable development and bring positive
impact to the long-term development of the environment and
community, the Group pledges to continuously communicate
and exchange opinions with internal and external stakeholders
(including, but not limited to, shareholders/investors, staff,
customers, business partners, suppliers, regulatory authorities,
and community/non-governmental organisations) to understand
their views and expectations.

The input of various stakeholders shall be incorporated while
determining and assessing ESG risks, and while formulating
relevant risk management and business strategies. After gaining
further insight on which ESG aspects are deemed important
by stakeholders, a materiality assessment shall be produced
to determine the most material ESG topics to the Group. The
board of directors of the Company (the “Board”) believes that
transparent communications with stakeholders shall play a crucial
role in maintaining business sustainability.
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MATERIALITY ASSESSMENT

The materiality assessment process is crucial to the decision-
making process of the Group and its sustainability reporting.
It helps identify and prioritise the issues that matter most to its
stakeholders. The Board has worked with external consultants to
establish a materiality assessment process and to identify material
ESG risks to the Group. Upon extensive discussions and research,
the Board has made the decision to adopt the Sustainability
Accounting Standard Board (the “SASB”) Standard as the basis
for its material assessment. Founded in 2011, the purpose of the
SASB Standard was to establish and maintain industry-specific
standards that assist companies in disclosing financially material,
decision-useful sustainability information to investors.

In conjunction with material issues identified in the “Non-Alcoholic
Beverages” and “Processed Foods” industries in the SASB
Standard, the Group has also specifically engaged a variety of
stakeholders, namely the Board, management, shareholders,
suppliers, frontline employees, and business partners, to gain
insights regarding ESG material topics and challenges of the
Group’s operation during the Reporting Period.

Results of the materiality assessment and the consolidated list of
material aspects are presented in the following matrix and table
respectively.
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Environmental Practices
Al 5
Energy
A2 7K
Water
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Air Emission
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Other Raw Materials Consumption
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Environmental Protection Measures
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Climate Change
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Employment
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Occupational Health and Safety
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Development and Training
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Labour Standards
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Operational Practices
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Supply Chain Management
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Intellectual Property
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Data Protection
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Customer Service

C5 Em/ RiEEE
Product/Service Quality
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Anti-corruption
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Community Investment
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Among the environmental and social aspects, the following topics
are identified as the most material issues to the stakeholders:

o Occupational Health and Safety;
° Product/Service Quality;

° Labour Standards;

° Employment; and

° Development and Training.

In addition, the Board has identified the following material risks
and issues through the review of the SASB Standard (listed in no
particular order):

° GHG Emissions;

° Energy Management;

° Water & Wastewater Management;

° Product Quality & Safety;

° Product Design & Lifecycle Management; and
° Supply Chain Management.

The above aspects have been strictly managed through the
Group’s policies and guidelines. Management of the aspects is
described in separate sections below. The Group will continue
to keep close communication with its stakeholders to understand
their expectations and to identify areas of improvement for the
concerned aspects for advancing ESG management.
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The Group promotes effective communications with all the
stakeholders through newsletters and notices via the Company’s
websites and its WeChat, Weibo accounts, as well as notices,
announcements, and reports via the Company’'s website and
HKEX's website. The Group welcomes stakeholders’ feedback on
its ESG approach and performance. Please give your suggestions
or share your views with us by email at ir@lcgc.cn.
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THE GROUP’S MISSION AND VISION ON SUSTAINABILITY COMMITMENT
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This ESG report demonstrates the Group’s unwavering
commitment to sustainable development and its dedication to
corporate governance, environmental protection, and human
capital. The Group is committed to conducting business in a
transparent, equitable, legal,
This is reflected in its exceptional internal management and
corporate governance.

and socially responsible manner.

Due to increasing risk from climate change, environmental
protection is viewed as an integral corporate responsibility at the
Group, and the Group is dedicated to lowering the environmental
impact of different aspects of their business operations.
Environmental stewardship and corporate social responsibility are
a key part of the Group’s core growth philosophy which, along
with their focus on sustainability, diversity, and public interests,
shall generate value for their Shareholders. As such, the Group
has adopted a comprehensive ESG policy, which sets forth the
Group’s corporate social responsibility objectives and provides
guidance on practicing corporate social responsibility in their
daily operations and productions.

Furthermore, in recognition of the Group’'s commitment to
sustainable production, one of the Group’s important production
bases, namely Pu’er Lancang Ancient Tea Renhe Co., Ltd., has
been reviewed and approved as a national level green production
company by the Ministry of Industry and Information Technology
of the People’s Republic of China during the Reporting Period.

In the coming years, the Group will implement more strategies
to advance environmental performance for long-term sustainable
growth.
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GOVERNANCE STRUCTURE
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BOARD RESPONSIBILITIES

Aside from pursuing business development, the Group assumes
its corporate social responsibilities and bears environmental and
social interests in mind. The Board has overall responsibility for
the Group’s sustainability strategy and reporting, and it oversees
sustainability issues related to the Group’s operations.

The Group has currently delegated responsibility of reviewing
different ESG aspects to various departments and subsidiaries.
The legal department is responsible for monitoring legal
compliance and anti-corruption measures, the production bases
are responsible for supply chain and product quality assurance,
and the management centre is responsible for handling human
resources and employee development. If any ESG issues have
been identified, the department in charge shall report to the
ESG task force team for further discussion. After preliminary
organisation of collected information, the ESG task force team
shall report ESG issues which are deemed significant to the
Board. For more details regarding the structure of the ESG task
force team, please refer to the section headed “ESG Task Force
Team” below.

Furthermore, the Group has also established worker’s unions for
the Company and major subsidiaries for handling staff rights,
welfare, and benefits, and a party branch office for aligning
business development, corporate social responsibilities, and
community investment of the Group with national interests.
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ESG TASK FORCE TEAM

The Board has set up an ESG task force team consisting of
representatives from different departments of the Group, which is
responsible for handling all ESG issues that arise in the Group’s
operations and reports to the Board directly. In addition to the
above-mentioned ESG aspects, the ESG task force team is also
responsible for ESG climate risk discussions and ensuring that
effective climate risk management is in place. Further details
regarding climate-related risks and opportunities shall be
disclosed in the “Combatting Climate Change” section below.

The ESG task force team is responsible for setting ESG and
climate goals for the Board’s consideration on an annual basis,
during which it will also review the Group’s progress in achieving
the goals of the preceding financial year. Additionally, the ESG
task force team will be convening at least once a year to bring
attention to ESG concerns, as well as offer solutions that can be
applied in the Group.
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MANAGING EMISSIONS

While the refined tea industry which the Group operates in is not
highly polluting, every effort has been made to reduce generation
of waste and other emissions. For example, the Group has taken
care to request for plantations from which it procures tea leaves
to not overuse fertilisers within its plantations, as to avoid nutrient-
rich runoff or effluent from disrupting the local ecosystem. The
Group has implemented company-wide health, safety, social
and environmental protection policies and standard operating
procedures that include workplace management, process safety
management, waste treatment and disposal, and emergency
planning and response.

The Group was not aware of any cases of material non-compliance
relating to air and greenhouse gas emissions, discharge into water
and land, and the generation of hazardous and non-hazardous
waste during the Reporting Period. Regarding any emissions
and discharges which cannot be avoided, the Group has taken
necessary measures to ensure compliance with all applicable
national, industrial, and local standards, laws, regulations and
policies. These include, but not limited to the following:

. Environmental Protection Law of the PRC

Law of the PRC on the Prevention and Control of
Atmospheric Pollution

o Water Pollution Prevention and Control Law of the PRC

Catalogue of classified management of discharge permits
for stationary pollution sources
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AIR EMISSIONS

During the Reporting Period, the Group-owned, fossil-fuelled
vehicles (consisting of passenger cars and light goods vehicles)
contributed to the emissions of nitrogen oxides (“NOx”), sulphur
oxides (“SOx") and respiratory suspended particles (“RSP")
through their consumption of petrol and diesel.

See below for the breakdown of 2023 air emissions, as well as
comparisons with Last Reporting Period.

SECCEBERYRCGERERR)
2022 air emissions (non-GHG)

RSP (2 fT)
RSP (kg)

SOx (A f)
SOx (kg)

1.46 0.28

TECCFBRYERCGERERSE)
2023 air emissions (non-GHG)

NOx (A fr) RSP (A FT) SOx (A fT)
NOXx (kg) RSP (kg) SOx (kg)
#Et 20.58 1.57 0.20
Total
Mzt . BRIFZEFH - SRR BREFEat HRELHA L Note:  Emission factors for calculations on environmental parameters

AFG2EEERGREEMHRR THRTACERE
AR A B #E =+ RE TR -

EAEERREHERNNRERES (RIEDH 18
AEESGHWEENEIFERZE A0.0317NOX
0.300Z 72 SOx }.0.00252 RSP °

throughout the report were made reference to Appendix 27 of the Main
Board Listing Rules and their referred documentation as set out by
Hong Kong Exchanges and Clearing Limited, unless stated otherwise.

The intensity of air emissions by the Group was 0.031 g of NOX,
0.300 mg of SOx, and 0.002 g of RSP per tonne of production
volume, with reference to the total tea production of the Group (in
tonnes) in the Reporting Period.

13
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GREENHOUSE GAS (“GHG”) EMISSIONS

During the Reporting Period, the Group’s business operation
resulted in GHG emission of 1,902.11 tonnes of carbon dioxide
equivalent (“tCO,eq."), mainly carbon dioxide, methane and
nitrous oxide. The overall intensity of the GHG emissions for the
Group was 2.87 tCO,eq./tonne of production volume.

During the Reporting Period, the Group’s GHG emissions were
contributed by:

- Scope 1 — Direct Emissions from operations that are owned
by or controlled by the Group;

- Scope 2 — “Energy indirect” emissions resulting from the
generation of purchased or acquired electricity, heating,
cooling, and steam consumed within the Group; and

- Scope 3 — All other indirect emissions that occur outside
the Group, including both upstream and downstream
emissions.
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See below for the detail breakdown of 2023 GHG contributions, as
well as comparisons with Last Reporting Period.

—E-= —E=-=
BERBENE | AERBIENE
(M-|REE) (B_HIREER

2023 GHG 2022 GHG
AEREENEE BEBUR Emissions Emissions
Scope of GHG emissions Emission sources (tCO,eq.) (tCO,eq.)
gE1 BREHE B E R AR iR e YRR IR 192.92 296.33
BEER Combustion of fuels in stationary | Biomass Pellet
Scope 1 sources'’ Charcoal
Direct emission
PREE 0.00 60.61
Coal
R ER BRI U 32.96 50.21
Combustion of fuels in mobiles Petrol
sources'’ A
g 2.85 0.00
Diesel
AT 0.12 0.00
Extinguishing Agents?
gE2 HNBE N° 1,496.57 1,418.76
BER A EHE R Purchased electricity?
Scope 2
Energy indirect emission
EE3 REARERIR 2.29 7.06
Hib A EHE Paper waste disposal’
Scope 3 W _
N4 HEE 1
Other indirect emission BT ISR AT B ) Sl Sy
Electricity used for freshwater treatment by
government'
B BI85 7K PR E 7! 2.67 2.65
Electricity used for sewage treatment by
government!
B B B S 2= Z RS 166.43 Em
Business air travel by employees® N/A*
#gte 1,902.11 1,841.01
Total®
EE1+HECRERETE (M_GtREE  WEE) 2.60 1.69
Scope 1 + Scope 2 GHG Intensity (tCO,eq./tonne of production volume)
BERBAEZE (M_StHBERE WEE) 2.87 1.71

Total GHG Intensity (tCO,eq./tonne of production volume)
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Notes:

1. Emission factors were made reference to Appendix C2 of the Main
Board Listing Rules and their referred documentation as set out by
Hong Kong Exchanges and Clearing Limited, unless stated otherwise.
Scope 3 emissions were only calculated based on the available
emission factors from the referred documentation.

2. The quantities of extinguishing agents were estimated according to
assumed leakage coefficient. The 100-year Global Warming Potential
(GWP 100) values of CO, were made with reference to the Fifth
Assessment Report (AR5) of the Intergovernmental Panel on Climate
Change.

3. According to The Ministry of Ecology and Environment of People’s
Republic of China (2023): Emission factor of 0.5703 tCO,e/MWh was
used for purchased electricity from the National Grid of the PRC in
2023; Emission factor of 0.5810 tCO,e/MWh was used for purchased
electricity from the National Grid of the PRC in 2022.

4. The Group has not started keeping business air travel records until
2023 as per ESG reporting requirements, so emissions from 2022
business air travel is not available.

o CO, emissions from the Group's business air travels were reported
with accordance to the International Civil Aviation Organization (ICAO)
Carbon Emission Calculator.

6. Total GHG Emissions may not equal total of emission sources or sub-
totals due to rounding errors.

HAZARDOUS WASTE

The operations of the Group have not generated any significant
amount of hazardous waste, thus related data has not been
reported.

NON-HAZARDOUS WASTE

During the Reporting Period, the Group’s business operations
generated approximately 21 tonnes of non-hazardous waste,
with an intensity of 31.74 kg/tonne of production volume. Types
of non-hazardous waste included tea impurities, powdered or
broken tea leaves, food waste from staff canteen, and office waste
from the Group’s office operations. Tea impurities and broken or
powdered tea leaves were sent back to plantations to be process
into fertilizers for self-use, whereas the other listed non-hazardous
wastes were either disposed of or recycled by licensed collectors.
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See below for the detail breakdown of 2023 non-hazardous waste
generation, as well as comparisons with Last Reporting Period.

—E-= —=E-=

EEXE(AF) EEXE(AF)

2023 Amount | 2022 Amount

BERYER Type of Non-Hazardous Waste (in kg) (in kg)

REME R RIHARE Tea Impurities and Powdered or Broken Tea 5,395.00 9,551.00

Leaves

EIENIR (BIERTER ~ PFARIIR Domestic Waste (including food waste, office 15,657.75 A N/A
M REAR) waste, and wastepaper)

et Total 21,052.75 9,551.00

ffet - B —F = =FHIERIRESG I & M E S et
HEHEIER M AWIRREABIR - T SER R —
E-—FREBEAREE

RWERE AEBSEBEMTRESH
2,294 48 DTN o BREBFTBHKR (TimiE

AHFETREE) RTeRENHEER - KEKE
WY AR SRBR AN ©

B BE 45 B

AEBNABDORERBHRERBINEE AR
M ERBERMBEIRORE - BERNEERED

S ROB R EROMIE - ISR T [RFIM S
B | —EHE -
R AREYHER M 2RISR R AR R

Lﬁf;ﬂ?fé c AKBEERABGEREN  EREAZ
RO Z@M|mMFE - BNERRIERBEBMEEK -
T8 - BEECOVID-19R BT EN M E BREIER
BEMEEZRD IRERRERAKF - FE WL
AEENRERESANETMERABMEZIK -

: EMSD/EPDX & 2EY (A% - FEIRHME) 10
BRERBHEREBRRORENREESD (ZTENEF
IR =T —TFRR)

Note:  The Group has not started keeping food waste, office waste, and

wastepaper data until 2023 as per ESG reporting requirements, so 2022
domestic waste data is not available.

The Group’s business units also purchased a total of 2,294.48 kg
of office paper during the Reporting Period. It has been assumed
that all paper, whether stored or purchased within the organisation
boundary, will eventually be disposed at landfills unless collected
and recycled.

MEASURES TO MITIGATE EMISSIONS

A significant portion of the Group’'s GHG emissions come from
purchased electricity and combustion of fuels at stationary
sources and mobile sources. For the Group’s measures on
reducing energy consumption, further details shall be disclosed in
the “Energy Use Efficiency Initiatives” section below.

The Group keeps track of employees’ business travelling and
their relative carbon emission throughout the year. The Group
had adopted the use of video-conferencing software for sharing
presentation materials among various parties, with the goal of
reducing the use of business air travel. However, as the effects
of the COVID-19 pandemic have subsided during the Reporting
Period, business air travel have returned to pre-pandemic levels.
Nevertheless, the Group still encourages its employees to limit the
use of business air travel wherever possible.

. EMSD/EPD Guidelines to Account for and Report on Greenhouse Gas
Emissions and Removals for Buildings (Commercial, Residential or
Institutional Purposes) in Hong Kong, 2008 and 2010 Editions
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2022 Figures

To reduce emissions from paper waste disposal, the Group
encourages double-sided printing for inner circulation documents,
the Group has also begun transition towards a paperless office
environment and digital data storage system. Furthermore, the
Group may also purchase carbon certificates or plant more
trees to sequester carbon dioxide, as to reduce its overall GHG
emissions.

The Group had set the long-term target of reducing its Scope 1
and Scope 2 GHG emissions intensity by 10% in 10 years from
2022, or by 2032. See below for the detail breakdown of the
Group’s progress towards its emission reduction target.

=-—T=—fF

HYIRBE B 2

—EI=FYE
2023 Figures

SEHEIL
% Change

Reduction
Target by 2032

HEE1VREREHENRE 0.38MF =& hix -10% | 0.35M8 & tHix -9%
Scope 1 GHG Emissions | 58 /HiES BEE/ WES

0.38 tCO,eq./tonne of 0.35 tCO,eq./tonne of

production volume production volume
HECEEREHEHE 1.31Mi A fLhx -10% | 2.26MF — A1tk +73%

BE WMES
1.311CO,eq./tonne of
production volume

Scope 2 GHG Emissions

EE/MES
2.26 tCO,eq./tonne of
production volume

REBREHTHEOREBETR  AEECRRH
THARBEUEHWERESNEER EFPINAHE
EmELRKEEEE R EAEBENTRNER
FHEERE REFEEMTECREGHNFERE
HEBRMREAR - BEAKBC R BE 1N
B BHERHHRERLET  BEIE  Rast
mET EERTESERERLET  AHEBH
HREERERARD °

ERNZER/ER  AEBESEYSEEERBE T EN
ER - EAKERERET —EARS ABHOREEE
7 AREKZEREBENREEEFHARATR
MEEEMRERFEERHERER -

In order to effectively respond to the changing post-epidemic
market conditions, the Group has strategically prepared more
processed products during the Reporting Period, which helps to
reserve flexibility for its product launch strategy and allows the
Group to make potential adjustments at any time based on market
conditions. These processed products mainly include tea blends
that need to be pressed and packaged before shipping. Although
the Group has already reduced Scope 1 emissions and Scope 2
emissions have remained flat year-on-year, it should be noted that
processed products are not included in the accounting process of
total tea production, thus resulting in a higher emission intensity
than the baseline.

Based on these results, the Group shall be monitoring its progress
on emissions reduction closely. If the Group continues to stray
from its emissions reduction target for the next reporting period,
the Group shall consider re-evaluating its emissions reduction
target, either through redefining the baseline year or adopting
different units of intensity.
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2022 Figures

BEBRNELEERE
Non-Hazardous Waste
Generation Intensity

8.85AfT /MEE
8.85 kg/tonne of
production volume

WASTE HANDLING AND REDUCTION
INITIATIVES

The Group encourages the reduced usage of paper, such as
adopting e-fax, intranet platforms, and digital data storage
systems to push paperless office environment in its business
operations, using recycled paper, single-sided used paper,
and double-sided printing for internal use and drafting
documents, and recycling paper used whenever possible to
reduce landfill disposal.

While the operations of the Group have not generated any
significant amount of hazardous waste, the Group has
nonetheless adopted internal policies with respect to handling
hazardous waste.

The Group had set the target to reduce its non-hazardous
waste generation intensity by 10% in 10 years from 2022, or
by 2032. See below for the detail breakdown of the Group's
progress towards its waste generation intensity reduction
target.

A-—E=C
Ho IR B 2

Reduction
Target by 2032

—EC-HFYE
2023 Figures

SHHIL
% Change
317407 /WES

31.74 kg/tonne of
production volume

-10% +259%

RAEREHTHE(CWERBENR  ARECRH
SHARBUEMERESNEER  EREPRAE
EREEREREEERTBEAEEERT LR
EHEERE REEERTECREHNFTER
HRBEMEER - RAFART  EERTES
ERERRET BUEEBRVMELEEERER

IS

In order to effectively respond to the changing post-epidemic
market conditions, the Group has strategically prepared more
processed products during the Reporting Period, which helps
to reserve flexibility for its product launch strategy and allows
the Group to make potential adjustments at any time based on
market conditions. These processed products mainly include
tea blends that need to be pressed and packaged before
shipping. In the accounting process, processed products are
not included in the total tea production, resulting in a higher
non-hazardous waste generation intensity than the baseline.
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Furthermore, the Group has just started recordkeeping of
domestic waste generation during the Reporting Period, meaning
there is an additional source of non-hazardous waste to account
for when compared to the Last Reporting Period. This has resulted
in a more significant increase in non-hazardous waste generation

when compared to other environmental KPIs.

Based on these results, the Group shall be monitoring its progress
on waste generation reduction closely. If the Group continues
to stray from its waste generation reduction target for the next
reporting period, the Group shall consider re-evaluating its waste
generation reduction target, either through redefining the baseline

EEFHMERER
HEFUH #

year or adopting different units of intensity.

RESPONSIBLE USE OF RESOURCES
ENERGY CONSUMPTION

—E_= —E-=
=Bz HEE (TRE) HEE (TRR)
BEREES RERHZEE 2023 2022
HiE BEERRR 2023 Raw Material | 2022 Raw Material Consumption Consumption
Direct/Indirect Energy Sources Consumption Consumption (in kWh) (in kWh)
BN 2,624,177 93 F EL B | 2,441,922 50 F FLEF 2,624,177.93 2,441,922.50
Electricity 2,624,177.93 kWh 2,441,922.50 kWh
EYE R R 61,600.00 AT 94,610.00 AT 504,777.78 775,276.39
Biomass Pellet Charcoal 61,600.00 kg 94,610.00 kg
oy 0.002T 33,370.00 2T 0.00 193,805.54
Coal 0.00 kg 33,370.00 kg
ba:: 12,351.27 A F 18,876.86 A Ft 109,458.66 167,289.37
Petrol 12,351.27 litre 18,876.86 litre
Ly 1,075.86 2 F 0.00AF 10,756.58 0.00
Diesel 1,075.86 litre 0.00 litre
#Et 3,249,170.95 3,578,293.80
Total
Hiat : HBRERABTIIREBERERE(EFRAGTFMIM=—FE  Note: Conversion factors were used pursuant to IEA Energy Statistics Manual
NEFIPCCCEIZ B EREEEEIEHIIRA - and 2006 IPCC Guidelines for National Greenhouse Gas Inventories.
AEBEBKEEEENEFEEE3,249,17095FTFE The Group’'s business operations resulted in total energy

BEREENRAH  RE—ARSE ML 9.20%
NEFENAERE H4,808.49 T R/ MEES -

consumption of 3,249,170.95 kWh from the use of electricity
and petrol, recording a 9.20% decrease from the Last Reporting
Period. The Group’s energy intensity was 4,898.49 kWh/tonne of
production volume.
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B REMBREKEFRXAKEZARKELS
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EAIEKRMHEE -
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AEBEAORDEEZEBRPOREH - RATT
BT HEELETETERRNAREEE -

AEFEDRAIHEZETREREENHOELERS
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WATER CONSUMPTION

During the Reporting Period, the Group’s business operations
consumed water amounted to 12,193.00 m® (2022: 12,606.00 m?),
contributing to the water consumption intensity of 18.38 m®/tonne
of production volume. This corresponds to a 3.28% decrease and
57.36% increase from the Last Reporting Period respectively.

It is assumed that all water consumed was discharged for
wastewater treatment by the local government authorities.
Freshwater sourced from the municipal water supply system is
consumed mainly for domestic activities, such as for drinking,
watering of plants, and cleaning of offices, as well as for
production of tea products. The Group had not noted any material
issues in sourcing water during the Reporting Period.

ENERGY USE EFFICIENCY INITIATIVES

The Group is strongly dedicated to reducing its carbon footprint
throughout its operations. It has made continuous efforts to
identify energy use efficiency initiatives in its operations wherever
possible.

The Group has identified that the highest relative energy
consumption portion of operations as the tea leaf sorting process.
To address this, the Group has implemented an automated system
for this portion of the production process, which reduces energy
wastage and elevates product quality.

Other high energy consumption portions of operations include the
baking and drying process of tea refining, and so the Group has
taken measures to reduce energy consumption through installing
an automatic adjustment system which maintains the temperature
and humidity optimally, while at the same time implementing
stricter monitoring to prevent overloading, which lowers the
energy efficiency of equipment. Furthermore, the Group has
adopted policies to turn off idling machinery, which both prolongs
the lifespan of tea processing machinery and reduces energy
consumption.

21
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In addition, the Group plans to adopt the following measures:

° Implementing energy saving measures, such as assigning
staffs to inspect electrical appliance such as lights and
production machinery. If equipment is found to be idling or
left on outside of scheduled periods, the staffs shall follow
up with responsible personnel;

. Replacing energy-intensive lighting such as high bay light
and fluorescent lamps with high luminous efficacy light
set such as LED lights when possible within the Group’s
operations sites;

° Reducing usage of air conditioning or other sustainable
measures sustainable measures for better efficient use
of energy within the Group’s operations sites wherever
possible;

° Reminding employees of energy-saving measures through
labels for turning off lights and air conditioners before
leaving work, which shall be provided in major corridors
and rooms throughout the offices; and

° Replacing company vehicles with hybrid or electric
vehicles when possible to reduce emissions from fuel
consumption.

From the above-mentioned measures, the Group had set the
following targets of energy consumption reduction:

° Reduce purchased electricity consumption intensity by
10% in 10 years from 2022, or by 2032; and

° Reduce fuel consumption intensity at stationary combustion
sources by 10% in 10 years from 2022, or by 2032.
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See below for the detail breakdown of the Group’s progress
towards its energy use intensity reduction target.

===
HY IR B =
“EC-CFYE Reduction | —E-_=F%§ S2FHFIL
2022 Figures Target by 2032 | 2023 Figures % Change
IMBEDHERE 2,261.88 -10% | 3,956.25 +75%
Purchased Electricity TEE,/WEE TR/ WES
Consumption Intensity 2,261.88 kWh/tonne of 3,956.25 kWh/tonne of
production volume production volume
EERBR (ENEBRRMRE) | 1186427/ WES -10% | 92.872F /WEE -22%
HRRERRE 118.54 kg/tonne of 92.87 kg/tonne of

Fuel Consumption Intensity at
Stationary Combustion Sources
(Biomass Pellet Charcoal and

production volume

production volume

Coal)
BBEREHTEH2ENEEBEMR  NEEERK
HHARBEMEREESHNEER EEPURAHE

EREEREREEERTBRAEEERT R
EHEERE ZEEEMTIZEREHNFTEE
%&@ m/hbm E/\%)LD-I—//ILJ*EEP EEDDTEE
EXREmREED - %?&@I\ﬁﬁﬁ HREBRERERR
= o AT AN &R B B KR FF 1K B TE MR R IR B0 KA KB
o AL EREERERNREERTERERE
FF&AR -

ERZERER  AEERESEEEHIRERE
ROEMER - BAKERERET — @RS 5K
RERBEREIRBER  AKRBREREBENNEE
EERRATRNEE B REHTEEERER
BB B 1% -

In order to effectively respond to the changing post-epidemic
market conditions, the Group has strategically prepared more
processed products during the Reporting Period, which helps
to reserve flexibility for its product launch strategy and allows
the Group to make potential adjustments at any time based on
market conditions. These processed products mainly include tea
blends that need to be pressed and packaged before shipping.
In the accounting process, processed products are not included
in the total tea production, leading to higher purchased electricity
consumption intensities when compared to the baseline. Whereas
the Group has significantly reduced fuel consumption at stationary
combustion sources, thus leading to the reduction in intensity
of fuel consumption at stationary combustion sources when
compared to the baseline.

Based on these results, the Group shall be monitoring its progress
on energy consumption reduction closely. If the Group continues
to stray from its energy consumption reduction target for the next
reporting period, the Group shall consider re-evaluating its energy
consumption reduction target, either through redefining the
baseline year or adopting different units of intensity.
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KHEERE

Water Consumption Intensity

11.683 75K,/ MEE
11.68 m%/tonne of
production volume

WATER USE EFFICIENCY INITIATIVES

Water conservation practices are encouraged throughout the
Group’s operations. the Group has also installed
touch-free water saving taps in its workplaces, as well as posted
water conservation slogans around the workplace. There was no
material issue in sourcing water that is fit for the purpose of the
Group’s daily operation.

In addition,

The Group had set the target to reduce its water consumption
intensity by 10% in 10 years from 2022, or by 2032. See below for
the detail breakdown of the Group's progress towards its water
consumption intensity reduction target.

F=2==
HY B B 1R
Reduction

Target by 2032

—ECoC=EYE
2023 Figures

B2EHOL
% Change
18.383 ok MEE

18.38 md/tonne of
production volume

-10% +57%

RAEREHTHE(CNERBENR - AKRECRH
SHARBEMERESNEER  EAPRAE

E i SR RS TR R SR 1 R T AR B AN O BE B
EHEERE REEERTECREHNFER
HEBEMESR - RAFART  EERTES
EREREET  BIKEREERESKRS °

ERNZERER > NEESE Y EZEEEHRKOER
THHER - EAKERERE T —ERSH0K
HREERBR  ARESEEERENAEEESF
BRI Rl B 2 B AL R B AT A ELKOB AR BB
1R

P ¥ B - N5 BN R IR A SKEUKIR A 1
E-WNE:

In order to effectively respond to the changing post-epidemic
market conditions, the Group has strategically prepared more
processed products during the Reporting Period, which helps
to reserve flexibility for its product launch strategy and allows
the Group to make potential adjustments at any time based on
market conditions. These processed products mainly include tea
blends that need to be pressed and packaged before shipping.
In the accounting process, processed products are not included
in the total tea production, leading to higher water consumption
intensities when compared to the baseline.

Based on these results, the Group shall be monitoring its progress
on water consumption reduction closely. If the Group continues
to stray from its water consumption reduction target for the next
reporting period, the Group shall consider re-evaluating its water
consumption reduction target, either through redefining the
baseline year or adopting different units of intensity.

The Group had not noted any material issues in sourcing water
during the Reporting Period.
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PACKAGING MATERIALS

To distribute its tea products, the Group makes regular use of
packaging materials for its operations.

See below for the detail breakdown of 2023 packaging materials
consumption, as well as comparisons with Last Reporting Period.

—sE-= —=E=-=

HEE (AT) HEE (AT)

2023 Amount 2022 Amount

BRMEER Type of Packaging Material (in kg) (in kg)

BER (A M) Packaging Box (Inner and Outer) 622,927.48 481,329.93

(UE 5% F Bamboo Leaves and Fibres 19,144.00 28,860.40

R ERERAE Anti-Static Bags and Bubble Wrap 6,484.27 N/A

N5 A

S Labels 3,114.00 3,811.00

#st Total 651,669.75 514,001.33
Bifet © B - - ZFBIRIEESGHR SR ESL 45  Note:  The Group has not started keeping anti-static bag and bubble wrap

HENDFERRRABESE - A EERR —F—
ZFEZEBEARRE -

i —EREAL - AEBEREMRREREEIE
N26.78% - EF BZRARANEENIRE BFAEE R
HEENAREBNENRES - 1t BEEELE
TEMNTEEN  AEEEARATSZER(ZERD
He BHHEESETAE)  UBREERJUELT
HEH RS FH o

AEREBEMHMERENZE

BKAReEAGFNERR - flm -

ARRBOMERBEDRRTHS R
RERBMAEMTIREBEE -

REE—HEES
AEEE Y
BEAL  ABR

data until 2023 as per ESG reporting requirements, so 2022 related
data is not available.

The Group has recorded a 26.78% increase in total packaging
materials consumption when compared to the Last Reporting
Period. This is mainly due to the Group having to replace
aging outer packaging boxes used for transportation within its
warehouses during the Reporting Period. In addition, with the
continuing rise of online retail, the Group has to devote more
resources, mainly packaging boxes, anti-static bags, and bubble
wrap, to ensure that its products can be safely shipped to
customers.

To lower the environmental impact of packaging material, the
Group has been actively looking into alternatives for different
components of packaging. For example, the Group has replaced
parts of packaging components with biodegradable bamboo
leaves and fibres, while also choosing paper packaging over
plastic packaging wherever possible.
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BEMBBEREE
Packaging Materials
Consumption Intensity

476 10RT /WES
476.10 kg/tonne of
production volume

The Group had set the target to reduce its packaging materials
consumption intensity by 10% in 10 years from 2022, or by 2032.
See below for the detail breakdown of the Group’s progress
towards its packaging materials consumption intensity reduction
target.

F=T==
MBI B 2

Reduction
Target by 2032

“EC=FYE
2023 Figures

BEHADL
% Change

9824717 /WEE
982.47 kg/tonne of
production volume

-10% +106%

RRERE  AEERATHERSE LS8
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During the Reporting Period, the Group had expanded its product
offerings, which has resulted in the increase in packaging
materials consumption intensity. Nevertheless, the Group has
strictly complied with relevant laws and regulations such as
GB 23350-2021, which limits packaging expense and layers of
packaging material. By accordance with GB 23350-2021, the
Group foresees that it shall further reduce packaging material
consumption. Furthermore, the Group shall pay close attention to
future developments in laws and regulations regarding packaging
material use as to ensure full compliance.

Based on these results, the Group shall be monitoring its progress
on packaging material consumption reduction closely. If the
Group continues to stray from its packaging material consumption
reduction target for the next reporting period, the Group shall
consider re-evaluating its packaging material consumption
reduction target, either through redefining the baseline year or
adopting different units of intensity.

CHERISHING THE ENVIRONMENT

The Group is committed to managing its products and services
with great consideration of environmental protection. During the
Reporting Period, the Group has acted in accordance with national
standards and regulations to reduce its energy and resource
consumption, to decrease its procurement of raw materials which
lead to significant pollution, and to mitigate or eliminate the
environmental impact of its products. Together with society and its
business partners, the Group will contribute making a better and
greener world.
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SIGNIFICANT IMPACTS OF ACTIVITIES ON
THE ENVIRONMENT

As a responsible corporate citizen, the Group is committed to
fulfilling its sustainability and environmental obligations. With
consideration to its business nature, the Group is aware of its
impacts on the environment and natural resources, particularly in
terms of raw material consumption.

For example, according to the procurement schedule being
implemented, the Group mainly arranges procurement in spring
so that the tea trees can rest better after picking the tea leaves.
Furthermore, the Group has adopted a number of measures to
ensure that tea plantations practice environmental conservation,
including sending employees to inspect plantations before
purchasing, providing tea tree conservation training to plantation
workers, and conducting quality inspections on raw materials
purchased from plantations. Finally, the Group has obtained
organic certification from the China Quality Certification Center in
China, proving that its farming operations are ecologically sound
and meet the sustainability standards of the food industry. Such
measures can encourage tea plantations to invest more resources
in protecting the environment of tea plantations. Through these
measures, attention to fertiliser use, and non-hazardous waste
disposal policies, the Group ensures that its plantations have
minimal impact on the local environment and ecology.

The Group’s ESG Task Force Team continues to strengthen the
Group’s sustainability performance across a wide spectrum
of environmental issues. The senior management in different
units is dedicated to fully supporting eco-friendly practices
and implementing various environmental programme in daily
operations.

Looking forward, the Group is committed to creating a more
sustainable future for its employees, clients, and the communities
it serves.
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COMBATTING CLIMATE CHANGE

Climate change is now one of the major global issues and
challenges, and the Group understands that the impact of climate
change is increasing day by day. As global warming intensifies,
the Group will be facing a growing number of risks to its business,
including, but not limited to, disruptions to supply chains,
damages from natural disasters, shifts in consumer preferences,
etc. Climate change will undoubtedly be of increasing concern
to the Group as well as the refined tea industry as a whole for
the foreseeable future; as such, the Group has endeavoured to
identify the risks and opportunities that climate change poses
to its business operations, along with corresponding strategies
to mitigate risks and to take advantage of arising opportunities.
With this in consideration, the Group also agrees with the latest
scientific findings of the Intergovernmental Panel on Climate
Change (the “IPCC") regarding climate change.

In alignment with TCFD recommendations on climate-related
the Group shall be disclosing its climate-
related information based on the four core elements of
Governance, Strategy, Risk Management, and Metrics and
Targets.

financial disclosure,

GOVERNANCE

The Group recognises that energy consumption, GHG emissions,
and climate change are important aspects of environmental
protection which have significant impact on its operations, and
thus the Board and senior management have implemented an ESG
Task Force Team for formulating countermeasures and strategies
for any risks or opportunities that may arise from climate change.

For further details of the Group’s ESG governance, please refer to
the section “Governance Structure”.
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AEBEHBREERIEERBER  WiE THEBE  The Group has identified relevant climate-related risks and

e  wE2AEEMNEH#HIRERE - ERFE  assessed their potential financial impacts. The climate risks

HE BEARBEMBEEUOTRAR - identified, their time horizon, trend, and the potential financial
impacts affecting the Group are shown below.

iy ] 5 [
RARER Time BERKR
Climate Risks horizon Potential financial impact
BERER =M AR N FIE - BRE - ERFRHOK SRS R ES G RREN
Physical Risks Acute Short term | Increase AREgHEMERRMERIEE - HPAETRERER

BERE  WHANEREXTE - EMEBREEERE -
Extreme weather events with increased severity during
cyclones, hurricanes, storm surges and floods can
cause supply chain interruption by bringing damage
to local infrastructure, potential damage to offices and
plantations, and disruption to human resources.

&t =3 N RIEEANROAZ(C AT MERKE « BERAE - A
Chronic Long term | Increase NEBRKAERRE -

Longer-term shifts in climate patterns can increase
capital costs, operating costs, costs of human
resources and increased insurance premium.

BERE B =3 0 RBEER - AREBETES S| AFTE A KB A B
Transition Risks | Technology | Longterm | Increase XM mEA,/ BEHEELREOEIIKATS
= .

During the transitional period, the Group expects
increased procurement expenditures to introduce new
and alternative technologies, and the additional cost of
adopting/deploying new practices and processes.

BOREER | hEH =yl FEBMNRIDE  RERERATNRTEERRNL AN
Policy and | Short to Increase TEENA -
Legal medium Implementation of tightened environmental laws,

term stringent requirements on climate disclosures and

carbon pricing system increases operating costs.
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5 S =yl RBEHME - W TRGIERERR - FEETREREFR
Market Short term | Increase REKESMEBIRATEE -
During the transitional period, the Group might face
a decrease in revenue due to higher environmental
requirements of clients, if no strategy has been set
accordingly.
BE H5E HA 0 FOEHAEERFEEMEENERIREEREENR
Reputation | Short to Increase BREEZH  PEAEENRENTE  EMGNKEE
medium SRR -
term Stakeholders’ concerns on climate-related issues of
the Group might dampen the investment sentiment
of investors, impacting the stock price and market
capitalisation of the Group, and hence increasing the
liquidity risk.
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Despite these risks, the Group believes that climate change may
also bring about opportunities to its business operation.

The Group has plans to further source sustainably for its tea
products, which may be advertised as a selling point. The Group
believes that the general public is becoming more environmentally
conscious due to increasing effects of climate change, and this
would open a new market base of customers.

As worsening climate change threatens the growing of tea trees,
the Group also believes that its tea reserves pose as a business
opportunity. While the change in temperatures and rainfall may
decrease the quality and output of tea products, the Group may
position its tea reserves as a more premium product that retains
the original quality, thus allowing the Group to increase profit from
its tea products.
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ESGRBFEENTESHECHABER (A= An ESG risk assessment was conducted based on assessing the

4 m - PR MATREIE R EETT - ERBEE  possibility and impact of each identified risk into three levels:

SICBEE  UREAT M RFEFLE S A=~ B high, medium and low. Risks are then prioritised and classified

MR =R RARER - into the overall risk levels, high, medium and low based on the
possibility and impact ratings.

[ By 5 4% ERERERNESR

Risk levels Definition of the overall risk levels

= HERNRBAIGEEELERERR - BAARYAEEEN —FFE  ERAREERNRKER
High Risks at this level may have serious consequences. It is highly likely that there will be some

impacts to the Group and hindrance for the Group to achieve strategic goals.

& HERORBAIEEEERERR  BREREIRE - AR - RRATEREN  EEERERS -
Medium Risks at this level may have serious consequences, but they are less likely to occur. Conversely,
the consequences could be minor in nature, but the probability of occurrence is higher.

{li§ IERRARUAERERNRBEFRNEEREREIR - BRERERE -
Low Risks at this level have limited harm and consequences for the Group to achieve its strategic
goals, and the probability of occurrence is low.

ARBEERBETCFOMNRIZHEBM B REOREN  The Group has identified its risk profile based on the climate-
REMRRAERAER - #ETHRRAMR - RIZEE  related risks suggested by the TCFD recommendations on

@Erl - TAREAERREKT SRR LS E climate-related financial disclosure. All climate-related risks are

BER - assessed to be in medium or high risk levels according to the risk

assessment.

ERERBER
RIZER Overall risk BT bt
Climate risks | level Management Approach
B = H - FH¥Rm R R E NI TAEMESRE N HENERE R
Physical Acute Medium RIE
-~ - Prepared relevant contingency strategies for extreme

weather events, such as work-from-home arrangements for

Eonic non-essential employees




32

TERAG KRB ERAF
Pu’er Lancang Ancient Tea Co., Ltd.

BRREE M
PURSUING ENVIRONMENTAL EXCELLENCE

ERRERER
AR = bk Overall risk EEA &
Climate risks | level Management Approach
BE R BUR 2 = — EEREEATHREEBRBIREMES
Transition | Policy and High - Engaged with professionals to provide advice on climate-
Legal related issues
= BB TSN RIRBEER KBS
= Continuously monitor the latest climate-related regulations
and trend
Bl H - #—HEEBEETRARERENM R E
Technology Medium - Further adopt green technology and materials for use in
business operations
5 = - HEENZTRHZ T
Market High - Diversify supply chain and customer base
BE = - B BT B SRARERE AR M8 2
Reputation High - Continuously monitor the latest climate-related regulations
and trend

EERRRNDE - AREHRERERR(CHRARR
AREMHEXBRBSEKEHRARMEHRR

ERHA - ARRREL AR BRAZESFH
MARAESEGHRBEEE - HETRENRR
R TMEFREH RBEMAENTRBERIES © &
AREBEMRLERAEERER TR - AiMAI R
HRPUERBIRK -

MREXRE  RESCAESHEDRMRERE
REMNEHBEEEMNE - REEDRATRRGHE
TERSGRY  BREECAEERELEEEDN
BREMEREHRLTAITENE - ERAE
HEABERNRELERENTNZE  AMEHR
AEBNBRREMEGE T  BEXHER -

In terms of physical risks, the Group believes that extreme
weather events brought about by climate change poses as both a
short-term risk and long-term risk to its business.

In the short-term, extreme weather such as heavy rain, typhoons,
or droughts may become increasingly common due to climate
change. Said unstable weather conditions not only would cause
damage to tea plantations and tea processing facility, but would
also disrupt logistics and lead to delays in the transportation of
tea products, potentially causing financial losses to the Group.

In the long-term, climate change may threaten the livelihood of
local plantations from which the Group sources its tea leaves
from. Tea trees grow best in sub-tropical climates, but climate
change may lead to irreversible changes in temperatures and
rainfall for local plantations. These changes would negatively
affect the growth of tea leaves in said plantations, and thus lead
to a decline in quality for the Group’s refined tea products, which
would damage the foundation of the Group’s business.
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The Group has formulated a number of strategies to mitigate
damages from these identified physical risks. The Group has
established a reactive mechanism for determining the best course
of action when facing extreme weather events; for example, the
Group may choose to send supplies to local plantation to protect
tea leaves and plantation workers if they are needed, or the Group
may perform checks on logistics such as transportation or product
storage to ensure to the best of its abilities that products are safe
from any adverse weather effects. In addition, the Group has also
formulated countermeasures to combat the possible decline in
quality of tea leaves from long-term climate change. For example,
the Group maintains a large quantity of reserve tea leaves in its
storage, which would allow the Group to produce refined tea
products with its reserves if plantations are unable to produce
quality tea leaves. Furthermore, the Group shall also seek out
other plantations that are still suited for growing tea trees and
engage with them to procure tea leaves for its production, as well
as source for sustainable alternatives for its raw materials. Finally,
the Group may expand its product offerings to further its potential
customer base.

In terms of transition risks, as climate change exacerbates, the
Group foresees that market sentiment may shift towards preferring
products that have an environmentally friendly image, as
increasing awareness of climate change among the general public
may lead to different product choices. Without proper marketing,
consumers may prioritise refined tea products from companies
that appear greener.

In addition, the transition towards a low-carbon economy may also
bring about risks to the Group’s productions. As the electricity
grid switches to renewable energy, the demand for electricity may
outpace supply, possibly leading to an increase in frequency of
electricity outages and unpredictable disturbances to the refined
tea production of the Group.
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The Group has formulated a number of strategies to mitigate
damages from these identified transition risks. To lower the
reputation risk and the financial risk from changes in market
preference, the Group may promote itself as a green company.
For example, the Group may share sustainability concepts
through media channels to promote the environmental image of
its tea products, which may develop the customers’ confidence
in purchasing its offered tea products and thus maintaining the
stability of sales revenue. To lower the risk of interruptions in
production due to blackouts, the Group may maintain a backup
energy source for its refined tea production facilities.

METRIC AND TARGETS

To measure the level and impact of the Group’s climate-related
risks, the Group monitors metrics and indicators to ensure an
effective and quantitative assessment. The Group monitors
and reviews its Scope 1, Scope 2, Scope 3 GHG emissions (in
tCO,eq.), total GHG emissions (in tCO,eq.) and GHG emission
intensity (in tCO,eq./tonne of production volume) regularly. The
GHG emission data and information about target setting are
shown in the section “Managing Emissions” of this Report.

The Group has also included carbon footprint reduction as one
of its long-term goals, and has pledged to reduce greenhouse
gas emissions of its operations as well as its supply chain.
Furthermore, in pursuit of social responsibility, and to align with
the national target of carbon neutrality by 2060, the Group has
also set the target of becoming carbon neutral by 2050. To reach
this target, the Group plans to purchase carbon certificates, plant
more trees, as well as commit to other sustainable measures to
sequester any GHG emissions that are unavoidable.
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CARING FOR OUR EMPLOYEES

The Group has strictly complied with the relevant laws and
regulations to ensure employees’ interests are protected. These
include, but not limited to the following:

Labour Law of the PRC;

° Labour Contract Law of the PRC;
° Regulations on Paid Annual Leave for Employees;
o PRC Law on the Protection of Disabled Persons;

o Trade Union Law of the PRC;

° PRC Law on the Protection of Women’s Rights and
Interests;
o Special Rules on the Labour Protection of Female

Employees; and

° Provisions on the Prohibition of Using Child Labour.

The Staff Handbook provides details on standard working
hours, annual performance appraisal, promotion and transfer
opportunities and procedures, different types of leave and their
application, salary and welfare coverage, statutory holidays
and rest periods, contract termination, dismissal and retirement
guidelines. During the Reporting Period, the Group was not aware
of any cases of material non-compliance in relation to employment
practices.
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EMPLOYMENT FIGURES

workforce.

As of 31 December 2023, the Group had a total number of 854
employees. See below for the detail breakdown of the 2023

BatE

BE+-A=1+T—HMEIHAH Total Workforce as of 31 December Percentage
BILEFE 5 By Gender

S Male 351 41.10%

g Female 503 58.90%
HEREEEE S By Employment Type

£ Full-Time 854 100.00%

FRE Part-Time 0 0.00%
HIESHEE By Employee Category

BRERE Senior Management 8 0.94%

PAREEE Middle Management 101 11.83%

— B RHMES Frontline and Other Employees 745 87.23%
BERBEE D By Age Group

1822573 18-25 123 14.40%

26 £355% 26-35 397 46.49%

362 4575% 36-45 221 25.88%

46 ZE 555 46-55 95 11.12%

56m A E 56 or above 18 2.11%
B E W B E 5 By Geographical Location

HR B A s Mainland China 854 100.00%
#at Total 854 100.00%
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B =R TURNOVER FIGURES

REHE - AEBEXF197 B REBER - BEBEX A total of 197 employees left the Group during the Reporting

5B23.07% - NEBEBEELFEEREIRMHEELGMNE Period, which corresponds to a turnover rate of 23.07%.

FREZHERES - ARSI RBEE AT The Group will continue providing better benefits and more
developmental opportunities for existing employees to attract and
retain talents.

BLMTR THE_ZT-_=-%EBMABZDSWHE See below for the detail breakdown of 2023 turnover rate by
B RS AREAA - employee group.

BE+t-HA=1+T—HWEIHAH Total Workforce as of 31 December Turnover Rate
beg ik By Gender
51 Male 86 24.50%
i Female 111 22.07%
BFRERE S By Age Group
185 257% 18-25 53 43.09%
26 £ 355% 26-35 105 26.45%
3624575 36-45 26 11.76%
462 5575% 46-55 10 10.53%
563K A I 56 or above 3 16.67%
BB EE 5 By Geographical Location
REIAHE Mainland China 197 23.07%
At Total 197 23.07%
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EQUAL OPPORTUNITY

As stated in the Group’s employment policy, employees are not
discriminated against or deprived of recruitment and employment
opportunities on the basis of gender, ethnic background, family
status, disability or any other discrimination prohibited by
applicable law.

In addition, the Group has also been promoting diversity through
continuous implementation of equal opportunity management
practices, as well as through fair treatment for all employees
regardless of background. The Group has drafted diversification
policies and plans to implement said policies starting from the
Board. By promoting these practices, the Group aims to cultivate
health, wellbeing, and work-life balance for all their employees.

EMPLOYEE RELATIONS

To strengthen employees’ sense of belonging, the Group holds
various activities throughout the year, such as corporate annual
meetup, Spring Festival gathering, and other activities. In addition,
the Group offers other bonuses to its employee, such as gifts for
Women’s Day and Spring Festival. The worker’s union also brings
up issues regarding employees’ rights and welfare to the Board,
and negotiates on their behalf for further employee benefits.

OCCUPATIONAL HEALTH AND SAFETY

The Group strives to provide and maintain a safe and healthy
working environment whilst complying with all applicable laws and
regulations. These include, but not limited to the following:

° Law of the PRC on the Prevention and Treatment of
Occupational Diseases

° Work Safety Law of the PRC
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Further to the above, the Group has also passed inspection by
local health authorities from Pu’er City, who have deemed that
workplaces of the Group do not contain any significant factors
that may contribute to occupational diseases.

During the Reporting Period, there were no major changes in
policies related to providing a safe working environment and
protecting employees from occupational hazards. The Group was
not aware of any cases of material non-compliance in relation to
health and safety laws and regulations.

The Group has also adopted internal policies to promote
safe production within its sites, which include stringent safety
guidelines for production staff, regularly scheduled maintenance
on machinery and equipment, and occupational safety training
for employees to raise awareness and knowledge of accident
prevention.

Specifically, the Group (1) has various guidelines governing
workplace safety and fire control; (2) inspect office premises and
production facilities regularly to identify emergencies and safety
hazards and minimize related risks; and (3) keep health records
for production staff and conduct health examinations before and
during their employment with the Group, especially for employees
directly engaged in production activities.

OCCUPATIONAL HEALTH AND SAFETY DATA

ITHEEBENETER Work related fatality 0 0 0

RTXE Fatality rate 0.00% 0.00% 0.00%

BERERAEB=BEIEXEN Work injury cases >3 days 1 1 0
IBER

BHEIXPONBIEER=EBIE Work injury cases <3 days 0 0 0
RENTHEER

EIBERTERE Lost days due to work injury 51 35 0
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SUPPORTING EMPLOYEE DEVELOPMENT

The Group believes that employees are the key assets. It has
continuously devoted efforts to attract, nurture, and retain talents.
As part of the Group’s commitment to their success, employees
are provided with necessary resources to reveal their potentials.
The Company considers learning and training as the essential
right and responsibility of all employees. Based on employees’
career development plans and needs, the Company provides
necessary training through internal and external training courses,
workshops, and seminars.

Apart from orientation training for new staff and general career
development opportunities, the Group also encourages its
frontline employees and tea sommeliers in their nationwide stores
to undergo training, in order to provide professional tea tasting
services for customers. Tea sommeliers certified by the company
can receive monetary rewards from the company if they pass
internal review. Other training workshops offered by the Group
include, but not limited to, training on corporate culture, systems
management, storage management, safety training, business
etiquette, and sharing of case studies.

During the Reporting Period, 100% of employees of the Group
received training. The total training hours and the average training
hours per employee (based on total number of employees as of 31
December 2023) were 6,118 hours and 7.16 hours per employee
respectively.
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& &35 &E EMPLOYEE TRAINING DATA
F 1555 5l i 24
Average
B Training
Percentage Hours
gy i By Gender

S Male 100.00% 7.62/\F5
7.62 hrs
g Female 100.00% 6.84/)\FF
6.84 hrs

HZIESEFIE 5 By Employee Category
BREEE Senior Management 100.00% 26.75/) N
26.75 hrs
PARER Middle Management 100.00% 2.26/)\FF
2.26 hrs
—BRHMES Frontline and Other Employees 100.00% 7.62/\BF
7.62 hrs
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LABOUR STANDARDS

There were no major changes in policies, and the Group was
not aware of any cases of material non-compliance relating to
preventing child and forced labour during the Reporting Period.
The Group strictly follows relevant laws and regulations such
as the Labour Law of the PRC, the Labour Contract Law of the
PRC, and the Law on the Protection of Minors to manage labour
practices. Screening and background checks are performed
when recruiting new employees. Working hours are also strictly
restricted to 8 hours to prevent excess workload, and forced
labour is prohibited as the Group complies with Article 38 of the
Labour Contract Law.

The Group has zero tolerance towards child or forced labour. If
any case of non-compliance with labour standards is discovered,
the Group will immediately terminate employment and further
investigate to avoid recurrence. If any incidents of child or forced
labour is discovered with its suppliers or business partners,
the Group will immediately terminate its business activities
with the offending party, as to prevent further occurrence of
illegal activities. In both cases, the Group will also reach out to
authorities or regulators for remedial actions.
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SUPPLY CHAIN MANAGEMENT

As working conditions for tea plantation workers have been a
raising concern in recent years, the Group has also implemented
measures to minimise the chances of child labour, forced, or
compulsory labour within its supply chain. The Group procures
its tea leaves from tea plantations from areas such as the Yunnan
Province, and the Group carries out site visits to tea plantations
to ensure that they fulfil the Group’s requirements and that there
are no incidents of child labour, forced, or compulsory labour on
the premises before engaging them as suppliers. During these
site visits, the Group also sends out professionally trained workers
to provide technical guidance on picking and refining tea leaves.
This ensures that the quality of tea leaves is of Group standards,
and also allows for sustainable development of tea plantations.

The Group sources some of its packaging material from outside
companies, all of which are compliant with national standards and
regulations. The Group also primarily engages with two logistics
companies to transport its tea products to retailers. To promote
environmental consciousness, the Group gives preference to
packaging material which are biodegradable, and has signed
agreements with logistics companies to transition towards
greener, low-carbon transportation.

During the Reporting Period, the Group had 82 key suppliers with
a purchase amount of more than RMB1 million, all of which were
from Chinese mainland, for their provision of various services
(such as logistics, processing, packaging, etc.) and raw materials.

43



44

TERAG KRB ERAF
Pu’er Lancang Ancient Tea Co., Ltd.

BEE
VALUE CHAIN

EmEE

REEYNBERERNME  2ENAHEMRE
TEBHERERER  BRETRRATER

. (PEARKANBER DR E2EEHIEH)
. (RMGEFFAIEEWE)
. (FREARKAMBEINEG 575D

. (PEARAMBSHEBBFELREREER
TE )

. (REARKMESE L ORMEZEEEINE)

. (FEARKNBEERERE)
. (PEARKMBDEE E#RREER)
R|ERRE - AEEREANTEERBEIEERE

RIEHMERNREEEANRENLZE BE &
BNLEEETEBEEAERTERBER

PRODUCT RESPONSIBILITY

The Group is committed to ensuring the quality of its tea products,
and it has complied with all applicable laws and regulations
regarding product responsibility. These include, but not limited to
the following:

° The Implementation Rules of Food Safety Law of the PRC

o Administrative Measures on Food Operation License

° Foreign Trade Law of the PRC

° Provisions on the Recordation of Customs Declaration

Entities of the PRC

° Measures of the PRC for the Administration of Safety of
Imported and Exported Food

° Product Quality Law of the PRC
° Law of the PRC on the Protection of Consumer Rights and
Interests

During the Reporting Period, the Group was not aware of any
cases of material non-compliance regarding health and safety,
advertising, labelling and privacy matters relating to products and
services provided as required by related laws and regulations.
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QUALITY ASSURANCE

To ensure that high quality tea leaves are used for producing tea
products, the Group primarily engages with tea plantations from
the Yunnan Province, where the local climate and environment is
most suitable for growing tea. In addition, the Group has obtained
the necessary food production and food business licenses from
national authorities for producing refined tea products, as well
as relevant food safety management certification and quality
management certification from the China Quality Certification
Centre (the “CQC") and major quality accreditation in the PRC
as per CQC through GB/T 19630 (China Organic Certification).
Furthermore, the Group has obtained organic production
certification for portions of its raw materials in the European
Union and United States as per Certification of Environmental
Standards GmbH. Regarding quality control, the Group has
certified its product management system through ISO9001 (Quality
Management System), 1SO22000 (Food Safety Management
System), and HACCP (Hazard Analysis Critical Control Points
Certification).

As tea products have strict temperature and humidity
requirements during storage, the Group has installed temperature
and humidity control equipment in its warehouses to maintain the
quality of its refined tea, where the equipment is inspected on a
regular basis to ensure proper operation. The above measures
not only allow the Group to closely monitor the quality of its
tea products, but they also provide additional levels of security
regarding the safety of the Group’s tea products. Furthermore, the
Group has implemented key control points in its production chain
to ensure product safety. For example, the Group has developed a
corporate quality management system that covers the raw material
and packaging material supply chain, product manufacturing,
warehousing, logistics and sales to ensure that its products meet
relevant quality standards. The Group has implemented a strict
access and elimination system for raw material and packaging
material suppliers, and strictly control the quality of material
supply. The Group also strictly implements product safety and
quality control standards, and takes corresponding control
measures throughout the entire production process to ensure that
all products comply with corresponding national safety standards
and strict internal quality standards. The Group has established a
dedicated channel and product quality assurance team to extend
quality control to storage, transportation and sales.

In addition, there had been no products sold or shipped subject to
recalls for safety and health reasons during the Reporting Period.
In the case of any recalls, the Group will arrange for relevant
personnel to immediately withdraw the products in question, as
well as carry out review procedures to avoid recurrence.
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CUSTOMER SERVICE

The Group has developed complaints handling procedures and
action plans to deal with complaints for its offered products. In
the case of unforeseen issues with tea products that have already
been shipped to retailers, the Group has formulated management
policies for after-sales services, which include procedures for
recalling shipped and sold products, handling returned products
by consumers, and processing complaints from consumers.

During the Reporting Period, the Group has not received any
material customer complaints. In the case of any complaints,
the Group will act swiftly to remedy the problem to mitigate any
potential issues.

No material non-compliance with relevant laws and regulations
that have a significant impact on the Group in relation to customer
services was recorded during the Reporting Period.

INTELLECTUAL PROPERTY (“IP”) AND
DATA PROTECTION

The Group actively engages in protecting the novel technologies
and IP used in its operations. The Group’s employees also have
the responsibility to protect the Group’s IP rights, including
patents, copyrights, trademarks, service marks, research and
development achievements, trade secrets, technical data and
other related rights. Employees are not allowed to damage,
delete or take advantage of any asset or documents without the
Group’s approval. Employees shall not disclose any confidential
information to any unauthorised personnel or parties. No
infringement had been identified during the Reporting Period.

As of 31 December 2023, the Group holds 71 issued patents.
During the Reporting Period, the Group was granted a total of 21
new patents, all of which pertaining to industrial design.
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DATA PRIVACY POLICY

The Group places strong emphasis on data privacy protection for
employees. Any data collected in recruitment application form will
strictly be used to assess the candidate’s suitability.

Employees are prohibited from using, for any purpose or
disclosing to any person or entity, any confidential information
acquired during the course of employment with the Group.
Reviews and revisions of the Group’s personal data and privacy
protection practices are conducted to ensure compliance with
relevant laws and to identify improvement actions as needed.

During the Reporting Period, the Group has strictly complied with
all relevant laws and regulations related to data protection and
privacy.

ETHICAL CULTURE

The Group regards knowledge and compliance with laws and
regulations as the foundation of its business. The Group requires
that all employees shall conform to the Law Against Unfair
Competition of the PRC, Criminal Law of the PRC, and other laws,
regulations and regulatory documents related to commercial
bribery. The Group’s departments with legal supervising
duties continue to implement a monitoring system to ensure
zero tolerance of corruption, bribery, extortion, fraud, money
laundering, and any other unlawful activities. The Group will also
industry
norms and its business development, so as to update and revise
policies and procedures in due course.

regularly review the prevailing laws and regulations,

The Group has established whistleblowing hotlines and emails for
employees and third parties (including customers and suppliers
of the Group) to report any misconduct, dereliction of duty or
violations. Furthermore, the Group plans to conduct anti-corruption
training to the Board and its employees to cultivate awareness of
business ethics and integrity, covering topics such as anti-bribery,
avoiding conflict of interest, and business ethics.

The Group has not aided, abetted, assisted, or colluded with
an individual who has committed, or conspired to commit any
unlawful activities. No non-compliance with relevant laws and
regulations that have a significant impact on the Group relating
to corruption, bribery, fraud and money laundering had been
identified during the Reporting Period.
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COMMUNITY INVESTMENT

The Group has focused its corporate social responsibilities on
three areas: education, culture, and environmental concerns. As
a socially responsible corporation, the Group is sensitive to local
community needs and responded through active participation in
community services and financial supports.

In terms of community services, the Group has donated 10
dormitory beds to the local secondary school at Simao District to
improve living conditions of local students during the Reporting
Period. The Group has also donated 30 tea sets and 2 cabinets,
as well as assisted in renovations of the cultural exhibit at the
local primary school at Simao District, as to promote and spread
awareness of tea culture during the Reporting Period. The Group
organised its employees to participate in trash cleanup of the
local community, contributing around 20 manhours to helping with
cleaning activities.

In terms of financial support, the Group has donated 20,000
RMB to the Guangzhou Charity Federation to help with alleviating
conditions of rural villages during the Reporting Period. The
Group has also donated 46,827 RMB to the Sun Yat-sen University
Alumni Association as part of sponsorship for their 99" anniversary
dinner.

In terms of cultural services, the Group’s Lancang Ancient Tea
Scenery Maishan Traditional Tea Making Skills Workshop in
Lancang County has been recognized as a Yunnan Provincial
Intangible Cultural Heritage. The workshop uses tea as a medium
in rural revitalization work, where it establishes an interest linkage
and technology sharing mechanism to provide technical support
and training activities for Pu'er tea production area cooperatives
and tea farmers. Tens of thousands of tea farmers have
participated in the training, which has effectively promoted the
development of the local tea industry.
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