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About the Report

The Report represents the 2024 Sustainable Development Report (hereinafter referred to as the “Report”) issued by
Mudanjiang Hengfeng Paper Co., Ltd. to disclose to stakeholders the Company’s concepts, methods and practices in
environment, society and governance, as well as corporate operations in 2024.

Reference Standards

The standards, frameworks and principles referenced for the preparation of the Report are as follows:

e GRI Sustainability Reporting Standards (GRI Standards 2021) issued by the Global Sustainability Standards Board
(GSSB)

e United Nations Sustainable Development Goals (UN SDGs)

e No. 4 Guidelines for Self Governance of Listed Companies of the Shanghai Stock Exchange - Preparation of Sus-
tainable Development Reports

Scope of the Report

Time Period: The Report covers our activities undertaken from January 1, 2024 to December 31, 2024, and may refer
to the information of other years in order to improve its comparability and perspectiveness.

Organizational Scope:Unless otherwise specified, the management methods, cases, and data in this report are
sourced from the following organizations:

e Headquarters of Mudanjiang Hengfeng Paper Co., Ltd.

eHeilongjiang Hengxiang Xince Testing Technology Co., Ltd.

eMudanjiang Hengfeng Thermal Power Co., Ltd.

The subsidiaries, Heilongjiang Hengxiang Xince Testing Technology Co., Ltd. and Mudanjiang Hengfeng Thermal Pow-
er Co., Ltd., are located in the office building of the Headquarters of Mudanjiang Hengfeng Paper Co., Ltd. According
to the Company's annual reporting practice, all data is merged with those of the Headquarters for statistical purposes.

Hubei Hengfeng Paper Industry Co., Ltd., a subsidiary, stopped operations in 2020 in accordance with the Resolution
on Closing Down the Holding Subsidiary that was passed at the 13th meeting of the 9th Board of Directors on June 7,
2020.

)

Designations
To facilitate the presentation, the titles of the subjects involved in the Report are hereby explained.

Category Company Name Abbreviation
"Hengfeng Paper", "Hengfeng", "the Compa-
Parent Company Mudanjiang Hengfeng Paper Co., Ltd. gieng Fap rny" or "\?Ve” 9 P

Heilongjiang Hengxiang Xince Testing Tech-
nology Co., Ltd
Mudanjiang Hengfeng Thermal Power Co.,
Ltd.

“Hengxiang Xince”

Subsidiaries
“Hengfeng Thermal Power”

Data Source

The data presented in the Report is extracted from official documents and statistical data of the Company. Unless
otherwise stated, the data in the Report are measured in metric system and the currency is denominated in Renminbi
(RMB).

Reliability Statement
We promise that there is no false record, misleading statement, or significant omission, and we will assume full liabili-
ties for its authenticity, accuracy, and completeness.

Third-party Assurance

The Company commissioned a third party to conduct an independent assurance of the content and data of the Report,
ensuring that the information and data in the Report are accurate and reliable. Please refer to the “Assurance State-
ment” appended herein.

Access to the Report

The Report is made in Chinese and English. You can download the electronic version of the Report from our official
website (www.hengfengpaper.com).

For any questions or access to further information, please contact us with the contact information below:

Tel.: 0453-6886586

E-mail: txglb@hengfengpaper.com

Address: No. 11, Hengfeng Road, Yangming District, Mudanjiang City, Heilongjiang Province, China

Q&= | 2024 Sustainable Development Report



Message from the Chairman

As a new year begins, everything takes on a new look. Looking back to 2024, severe challenges were posed on the
cost structure and profitability of enterprises by the low growth of the global economy and the increasingly fierce com-
petition in the special paper market. In the complex industry context, Hengfeng Paper steadfastly pursued its vision of
"building Hengfeng into a world-class special paper enterprise", centered on the strategy of "Technology, Intelligence
and Green", took sustainable development management as an important starting point, sought new opportunities in
changes, accelerated the construction of a new development paradigm, and continuously improved the ESG govern-
ance capability and the sustainable development indicators.

This year, we implemented robust systems to lay a solid foundation for corporate government. Hengfeng Paper in-
tensively deepened modern governance practices, improved modern corporate structures, stimulated and released
internal driving force, and promoted the comprehensive optimization of governance system. We improved our risk
management system and internal control system and enhanced our capability to prevent and address risks. Moreover,
we scrupulously abode by the highest standards of business ethics, and kept ourselves clean and honest, striving to
create a transparent, honest, fair and impartial business environment, and laying a solid foundation for the sustainable
development of the Company.

This year, we kept on technological innovations to provide customers with lean products. We insisted on driving indus-
trial upgrading with technological innovation, and our research strength and market competitiveness became increas-
ingly strong. We jointly established the Research Institute of Digital Paper Industry Technology with Harbin Institute
of Technology to create a new ecology of intelligent research and development. We focused on domestic trade, inter-
national trade, and new product trade, and mobilized domestic and international resources to improve product quality
and customer services, winning international acclaim for Hengfeng.

This year, we shouldered corporate responsibilities to boost the development of the industry. We took the initiative
to assume industry responsibilities and participate in the exchange of industry associations, exhibitions at home and
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abroad, forums and other activities, contributing our intelligence and wisdom to the development of the industry, pro-
viding Hengfeng's solutions, and demonstrating Hengfeng's responsibility. We incorporated ESG management re-
quirements into supply chain construction, and worked together with upstream and downstream partners in the supply
chain to build the most competitive industrial eco-chain for co-creation, win-win and common development.

This year, we focused on green development to build a low-carbon future. Guided by Xi Jinping's thought on ecological
civilization, we actively implemented the responsibility of environmental protection, and integrated the concept of green
development with the production and business management of the Company. We persistently implemented the initi-
atives of energy conservation and emission reduction, increased the proportion of clean energy, and passed the cer-
tification of the Alliance for Water Stewardship (AWS), and established a solid base for sustainable development. We
focused on the goals of "peak carbon dioxide emissions" and "carbon neutralization", took proactive climate actions,
and passed the SBTi certification in November 2024, continuously improving our climate resilience.

This year, we laid emphasis on the principle of people foremost to gather the power of goodness. We insisted on com-
pliant employment, prioritized the protection of employees' rights and interests, and built a competitive salary system
and welfare system. We set up a scientific training system and offered a development platform for employees to fully
explore their potential and realize their self-actualization, helping them to comprehensively improve their skills and
moral qualities. We continued to strengthen health and safety management, enhanced overall safety awareness and
protection capabilities, and strengthened the workplace safety. We practiced the business purpose of "employee sat-
isfaction" and "social satisfaction" through a variety of recreational and sports activities, regular assistance for employ-
ees in need, and donations for education, creating a warm and responsible corporate image.

Long as the journey is, we will reach our destination if we stay the course; Difficult as the task is, we will get the job
done if we keep working at it. In 2025, there are lingering uncertainties in the international political and economic situ-
ation, bringing both challenges and opportunities to the special paper industry. We will continue to implement the new
development approaches, accurately seize new opportunities, face up to the new mission of sustainable development,
turn the grand concept of “Hengfeng Reconstruction” into actual results, and help Hengfeng move towards a new jour-
ney of high-quality development!
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About Hengfeng

Company Profile

Mudanjiang Hengfeng Paper Co., Ltd. is a holding subsidiary of Mudanjiang Hengfeng Paper Group Co., Ltd. which
was restructured from a state-owned organization Mudanjiang Paper Mill founded in 1952, with a 70-year history and
proven technologies in the research and manufacturing of special tissue paper.

The Company has undertaken all the major businesses of the Group since its foundation in 1994. The Company suc-
cessfully had its shares were listed and traded on Shanghai Stock Exchange in 2001, with a stock code of 600356 and
a registered capital of RMB 299 million.

The Company is headquartered in Mudanjiang City, Heilongjiang Province. Mudanjiang City lies at the hinterland of the
economic "Golden Triangle" surrounded by China, Russia and North Korea, and enjoys the reputation of "China's Snow
Town", "Land of Milk and Honey" and "Northern Jiangnan" due to its unique regional features such as immense forest,
snowland, volcano and wetland.

The Company is specialized in the research and manufacturing of special tissue paper. The main products include
tobacco paper, non-tobacco paper and hemp pulp, such as cigarette paper, filter plug wrapping paper, hand rolled cig-
arette paper, new tobacco paper, tipping paper, home decoration paper, feather-weight wrapping paper, paper for daily
use, heat transfer paper, heat transfer printing paper, and feather-weight publishing and printing paper. The total pro-
duction capacity is nearly 230,000 tons of paper products and 6,000 tons of hemp pulp.

Mudanjiang Hengfeng Paper Co., Ltd. is awarded the Famous Trademark of Heilongjiang for its trademark of “Green
Growth Wheel” series. “Hengfeng Paper” brand is rated as Famous Brand of Heilongjiang. The Company's products are
applicable to all domestic industrial companies of China National Tobacco Corporation, as well as subsidiaries and affil-
iated material factories of China Tobacco Industry Development Center, with a domestic market coverage rate of 100%,
accounting for more than one-third of China's tobacco market shares. Furthermore, its products boast an international
presence, with a sales network spanning 41 countries and serving 183 customers, establishing a global marketing net-
work, firmly anchored in China and extending across the Asia-Pacific region, Europe, and the Americas.

Hengfeng Paper is the first key high-tech listed company in the pa-
per industry that is certified by the Ministry of Science and Technol-
ogy and the Chinese Academy of Sciences, and rated as a national
high-tech enterprise. It serves as the vice chairman membership of
the China Technical Association of the Paper Industry, the deputy
director membership of the Special Paper Professional Committee
of the China Technical Association of Paper Industry, the execu-
tive director membership of the China Paper Industry Chamber of
Commerce, and an outstanding member of the Special Paper Pro-
fessional Committee of the China Technical Association of Paper
Industry. Hengfeng Paper plays a crucial role in preparing national
and industry standards for Chinese cigarette paper. It has been
specifically appointed by China Tobacco as the production base for
cigarette paper.

Communicating through paper media, embracing the world’s diver-
sity. Hengfeng Paper will make every effort to develop into a world-
class company of researching and manufacturing paper products.
We are committed to enhancing services for the paper and tobacco
industries. We hope to work collaboratively with you to attain mutu-
al development and create a shared future!

Hengfeng Paper has steadfastly pursued its mission of “ To create
a permanent, prosperous and green home “. The Company aspires
to “build Hengfeng into a world-class special paper enterprise”.
Guided by the business philosophy of “Everlasting Prosperous
Business Resulting from Credibility”, Hengfeng has formulated a
strategic plan for “carbon neutralization and peak carbon dioxide
emissions”, consistently broken through industry bottlenecks, and
led the way in innovative and low-carbon development.
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Corporate Culture

Vision

To build Hengfeng into a world-class special paper enterprise

Mission

To create a permanent, prosperous and green home

Core Values

Innovation, Transcendence, Promise Keeping, Trustworthiness, Loyalty, Dedication, Craftsmanship, Responsibility

Tenet

Customer Satisfaction, Employee Satisfaction, Shareholder Satisfaction, Social Satisfaction

Business Philosophy

Everlasting Prosperous Business Resulting from Credibility

Overall Work Policy

Execution Culture, Refinement Culture, Reflection Culture, Inheritance and Innovation Culture

Special Culture
Benefit Culture, Talent Culture, Safety Culture, Quality Culture, Digital Culture, Brand Culture

11



About Hengfeng

Development History

‘ 1994

Mudanjiang Hengfeng Paper Industry Group Co., Ltd., in collaboration with Harbin Cigarette Fac-
tory and Yanji Cigarette Factory, jointly invested in establishing "Mudanjiang Tianyu Co., Ltd.,"
with a total share capital of 100 million shares.

® 1998

Mudanjiang Tianyu Co., Ltd. was renamed Mudanjiang Hengfeng Paper Co., Ltd.

1999

Hengfeng Paper was rated as a Key High-tech Enterprises of China Torch Program by the Min-
istry of Science and Technology. In the same year, it achieved dual recognition as a high-tech
enterprise through the evaluation by the Ministry of Science and Technology and the Chinese
Academy of Sciences.

2
000

Approved by the China Securities Regulatory Commission, the Company publicly issued 40 mil-
lion RMB ordinary shares at a price of RMB 7.09 per share, with a total share capital of 140 mil-
lion shares.

® 2001

The Company's shares were listed and traded on the Shanghai Stock Exchange. In accordance
with the Company Law, Securities Law, and Stock Listing Rules, the Company further improved
its corporate operating mechanism and advanced the construction of a modern corporate sys-
tem.

- 2005

Hengfeng was the first enterprise in Heilongjiang to complete the reform of non-tradable shares.
It also acquired a 65.32% equity stake in Hubei Hengfeng Paper Co., Ltd., establishing a diversi-
fied development pattern across different regions.

2007

The Company's application for private issuing of stock was successful, and 53 million RMB ordi-
nary shares were privately issued to China Access Paper Investment Company Limited, Heilong-

jiang Chenneng Investment Management Co., Ltd., and Heilongjiang Investment Corporation.
The total share capital of the Company increased to 193 million shares.

Ps 2010

The Company implemented an annual profit distribution program, namely, distributing two addi-
tional shares for every ten shares held by all shareholders. After the bonus issue, the total share
capital increased to 231.6 million shares.

12
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® 2012

Approval was granted for the Company's public issuance of convertible corporate bonds, with a
total face value of RMB 450 million. This capital was utilized for the implementation of projects
with annual output of 6,000-ton highly breathable filter plug wrapping paper and annual output of
17,000-ton Bible paper, enhancing the Company's competitiveness.

2015

All convertible corporate bonds were conversed into shares, increasing the total share capital to
298.73 million shares.

o 2019

The completion and operation of the 50,000-ton food wrapper project, one of Heilongjiang Prov-
ince's top 100 projects, marked a milestone achievement for "Hengfeng Speed".

China Papermaking Museum was opened.

- 2020

The second phase of the 20,000-ton food wrapper project, also one of Heilongjiang Province's
top 100 projects, was completed and put into operation. In the same year, the Company was rec-
ognized as a high-tech enterprise.

2021

The Company completed the state-owned-enterprises reform, and became a holding subsidiary
of Heilongjiang New Industry Investment Group Co., Ltd. In the same year, it was successfully
selected as the National "Green Factory" in 2021.

2022

The optimization and improvement of the Cloud ERP and Master Data Management Cloud Plat-
form were successfully completed, achieving all expected goals. The Research and Develop-
ment of Integrated Production, Operation and Control Platform for Smart Factories won several
awards, including the Award for Innovation Cases of National Smart Enterprise Construction, the
Award for Typical Cases in State-owned Enterprises, and the First Prize for Innovation Achieve-
ments in Modernization of Light Industry Management. The Company was awarded the title of
Intelligent Factory in Heilongjiang.

® 2023

The groundbreaking ceremony was held for the project with an annual output of 40,000-ton
green feather-weight special coated paper. Concurrently, the Company received renewed ac-
knowledgment as a high-tech enterprise.

13
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About Hengfeng

Major Events in 2024

>~

In 2024 '

Hengfeng Paper successfully held the theme event of
"Twenty Years of Culture « Opening a New Chapter" and
released the Hengfeng’s Corporate Culture System 2.0,
completing the iteration and upgrading of corporate culture
in the new development period and empowering the devel-

In August 2024

Hengfeng College was awarded the title of Heilongjiang Special Paper
Craftsman College, which is the only provincial craftsmen college in Mu-
danjiang City. In November, Li Jiangiang Model Worker Innovation Work-
shop was officially awarded as “Heilongjiang Model Worker and Craftsman
Talent Innovation Workshop". The annual labor competition was fascinat-
ing, with more than 1,000 participants, and projects such as safety man-
agement debate competition and digital skills competition made their debut,
helping employees improve their skills.

opment for a hundred years. -

In 2024 *

Hengfeng Paper jointly established the Research Institute
of Digital Paper Industry Technology with Harbin Institute
of Technology to promote the digitalization research and
achievement transformation of THE paper industry. It was
rated Level 3 in the Data Management Capability Maturity
Assessment Model (DCMM), which was the first national
certification related to data capability obtained by the Com-
pany. It successfully held the Second Digital Innovation
and Creativity Competition, injecting strong impetus for
promoting the digital transformation and upgrading of the
Company.

In 2024 ’

Xu Xiang, Secretary of the Party Committee and Chairman
of Hengfeng Group, was awarded the title of "Model of
Heilongjiang State-owned Enterprises" by the State-Owned
Asset System of Heilongjiang Province. Chen Yuxiang,
Han Lipeng, and Yao Jianzhi from Hengfeng Paper were
awarded the title of "Model of Heilongjiang State-owned

In November 2024

Hengfeng Paper was officially identified as the first special paper company
in China to have a clear scientific carbon target in the official public an-
nouncement of the Scientific Carbon Target Initiative (SBTi), by virtue of its
clear targets and implementation path of carbon emissions reduction. In the
same year, Hengfeng Paper promoted the certification of the Alliance for
Water Stewardship (AWS) and obtained the certification in January 2025,
and reached the highest international standards in water resources man-
agement and utilization. Moreover, it steadily promoted rooftop photovol-
taic, energy storage, wind power and other new energy projects, continu-
ously optimized the energy mix, and reduced the utilization of conventional
energy resources.

*~

In 2024

Hengfeng Paper was granted 4 new authorized patents and 3 software
copyrights, participated in the formulation and revision of 1 national stand-
ard and 2 industry standards, completed the system acceptance of two pro-
vincial key research and development projects, applied for approval of two
industrial technology research institutes and two key new products, and
achieved a total annual revenue of more than RMB 30 million in the indus-
trialization of scientific and technological achievements. The "Papermaking
Technology" team of Hengfeng Paper was selected as leading professional
and technical talents in Heilongjiang Province.

Enterprises". Xu Xiang was also appointed as a member @&————————

of the Strategic Advisory Committee of the Institute of Ad-
vanced Technology, HIT.

On November 29, 2024 4

Hengfeng Paper released the Proposal on Issuance of
Shares to Purchase Assets and Connected Transactions,
intending to purchase 100% equity of Sichuan Jinfeng Pa-
per Co., Ltd. by issuing shares, promote the construction
of a dual-base industrial platform for coordinated devel-
opment with one in south and another one in north, and

Hengfeng Paper's project with an annual output of 40,000-ton green feath-
er-weight special coated paper formally entered the stage of stand-alone
commissioning in December 2024, and will be successfully put into pro-
duction in January 2025. The T7 paper machine was successfully commis-
sioned and put into operation smoothly. The boiler renovation project was
successfully implemented, achieving the purpose of environmental protec-
tion and ultra-low emissions. The fourth round of project construction was
efficiently promoted, reproducing the "Hengfeng Speed".

further solidify its leading position in the industry and inter- @———

national market competitiveness.

In 2024 - °

Hengfeng Paper's operating revenue reached a new his-
torical high and exceeded the planned profit target.

In 2024

Hengfeng Paper achieved a machine-made paper production of 218,700
tons and sales of 225,200 tons, further consolidating its leading position
in the three major markets with high quality and production-sales balance.
Sales in the domestic market, international market, and new product mar-
ket increased by 3%, 10%, and 11% respectively compared to the previous
year.

15
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About Hengfeng

Achievements and Honors

Honorary Titles

"Flameless Creation Cup" Advanced Collec-
tive Medal (2021)

Granted by

Office of the Fire Safety Committee of Mu-
danjiang Municipal People's Government

Pictures

Advanced Collective in Fire Prevention &
Control and Fire Control Publicity and Educa-
tion in Yangming District (2024)

Fire Safety Committee of Yangming District,
Mudanjiang City
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Honorary Titles

National Enterprise with Advantage in IPRs
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Granted by

China National Intellectual Property Adminis-
tration

Pictures

Leading Enterprise of Technological Innova-
tion in China's Special Paper Industry

Special Paper Professional Committee of the
China Technical Association of Paper Indus-
try

China Technical Association of the Paper In-
dustry
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3.0 Industry Benchmark Award (2023)

Advanced Collective Medal for Social Fire
Protection (2022)

Office of the Fire Safety Committee of Mu-
danjiang Municipal People's Government

Excellent Enterprise Award for Digital and In-
telligent Supply Chain

Organizing Committee of the 2023 National
Digital and Intelligence Supply Chain Tech-
nology Summit

Innovative Cases of National Smart Enter-
prise Construction (2022)

China Enterprise Confederation
China Enterprise Directors Association

AR WGP (PR
RRAZR) RERD 2028 2R Lo

Single Champion Demonstration Enterprise
in Manufacturing Industry

Ministry of Industry and Information Technol-

ogy
China Federation Of Industrial Economics

Pilot Enterprise of Cleaner Production in
Heilongjiang Province

sion
Heilongjiang Environmental Protection Bu-
reau

Heilongjiang Economic and Trade Commis- :

ESG Golden Bull Award Top 100 Enterprises

China Securities Journal

Green Enterprise

Guiding Committee for Advocating Green
Civilization and Creating Green Homes in
Heilongjiang Province

High-tech Enterprise Certificate

Department of Science and Technology of
Heilongjiang Province

Finance Bureau of Heilongjiang Province
Heilongjiang Provincial Tax Service, State
Taxation Administration

Innovation Achievements of National Enter-
prise Management Modernization in Light
Industry (2022)

China Light Industry Enterprises Manage-
ment Association
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Chinese Management Model Innovation
Award

Chinese Management Models 50+ Forum

Innovation Achievements of National Enter-
prise Management Modernization in Light
Industry (2023)

Innovation Achievements of National Enter-
prise Management Modernization in Light
Industry (2023)
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Honorary Titles

First Prize for Excellent Achievements in Na-
tional Corporate Culture (2022-2023)

Granted by

China Enterprise Confederation
China Enterprise Directors Association

Paper Supply Shortlisting Enterprise of China
Publishing Group (2024-2025)

China Publishing Group Co., Ltd.
Beijing Zhongbanlian Printing Material Co.,
Ltd.

Honorary Titles

Innovative Cases of Smart Enterprise Con-
struction (2024)
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Granted by

China Enterprise Confederation
China Enterprise Directors Association

Pictures
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Provincial Service-oriented Manufacturing
Demonstration Enterprise (2024)

Department of Industry and Information Tech-
nology of Heilongjiang Province

Cases of China's Leading Digital Transforma-
tion in Light Industry (2024)

China National Light Industry Information
Center

Typical Cases of loT Empowering Industry De-
velopment (2024)

Ministry of Industry and Information Tech-
nology
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SBTi Certification

SBTi

NEAR-TERM SCIENCE-BASED TARGETS

Cases of the First Excellent loT Applications in
Heilongjiang Province

The 6th Heilongjiang Digital and Intelligent
Development Conference
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CDI12024 Digital Intelligent Manufacturing
Award

The 10th China Digital Innovation Expo

Model Enterprise of Credulity Construction in
Heilongjiang Province

Model Enterprise of Credulity Construction
in Heilongjiang Province

2024 Digital Innovation Leadership Award at
the 13th China Finance Summit (CFS)

The 13th China Finance Summit (CFS)

Fifty-First in the Field of Light Industry China
Brand Value Evaluation (2024)

China Council for Brand Development
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Heilongjiang Research Institute of Green
Feather-Weight Printing and Coated Paper In-
dustry Technology

Department of Science and Technology of
Heilongjiang Province

Heilongjiang Special Paper Craftsman Col-
lege

18

Heilongjiang Federation of Trade Unions

Heilongjiang Research Institute of Digital Pa-
per Industry Technology

Department of Science and Technology of
Heilongjiang Province
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Sustainable Development Management

Sustainable Development Governance

Hengfeng Paper has regarded sustainable development as

part of the company's overall strategy, been committed to the
concept of sustainable development throughout the company's
business development and operation, seized the sustainable
development opportunities in the new era, and made positive
contributions to the realization of the 2030 Agenda for Sustaina-
ble Development and its 17 Sustainable Development Goals of
the United Nations. Hengfeng Paper has steadfastly pursued its
mission of " To create a permanent, prosperous and green home
", and worked with stakeholders to fulfill their responsibilities in
environmental, social and governance aspects and to create

sustainable development value.

The Company has established a three-level sustainable de-
velopment management structure, namely “decision-making,
management and implementation”, and created a top-down
sustainable development management system with clear pow-
ers and responsibilities. The Board of Directors, as the top deci-
sion-making level, comprehensively led the Company's sustain-
able development affairs, ensured the effective promotion and
implementation of management measures, and provided strong
support for achieving sustainable development. In 2024, the
Company maintained the validity of its CSR management

system certification.

Guig Hui
Certificate for Social Accountabilty Management Systems Certfcation
Standard : (GB/T 39604-2020 & GH-SAMS-R-001
Certificate number: GH003-20245A0111

Itis hereby certified:

Certificate holder:  Mudanjiang Hengfeng Paper Co,, Ltd.

o code:

Registered address: No.11 Hengfeng Road,Yangming District, Mudanjiang
City,Heilongjiang Province
Business  address (audit address) : No.11 Hengfeng Road,Yangming
District, Mudanjiang City Heilongjiang Province
Certification Scope: Tobacco industrial paper, packaging paper, printing industrial paper,
medical & health paper design development and production, pulp
production involved in social responsibility management activities

has been assessed by GH and proof to meet the requirements of
the standard GB/T 39604-2020 & GH-SAMS-R-001

valid period: Issued  date : 2024-12-30
Effective date : 2025-12-29

First Registration Date: 2024-12-30 Registration Valid Date: 2027-12-29

s registered by Guang!

offoctive dato of the cortificate. Cortification oligibility is availablo on official wobsito www.dbis09000.com. It can

Certificate of CSR Management System Certification

Hierarchical Function Hierarchy Name Responsibilities

Decision-making

Level

Management

Level

Execution Level

Board of Directors

General Manager
and Other Senior
Executives

Functional De-
partments and
SIS IEES
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Communication with Stakeholders

The expectations of stakeholders are the driving force of the Company to strive to improve its sustainable development.
By establishing a variety of online and offline communication channels, we aim to set up a diverse and accessible com-
munication mechanism with all parties, listen to their opinions on the Company's sustainable development, and take them
as a key reference to promote sustainable development.

Hengfeng Paper has identified key stakeholders with influence on the Company based on its development strategy and
operational characteristics and combined with global industry experience and practice. The primary stakeholders of the
Company include shareholders and investors, government and regulatory agencies, customers, employees, suppliers,
the environment, communities, media and other third-party organizations. The Company has communicated with the
stakeholders via multiple communication mechanisms and channels, and took a series of measures to respond to their
demands and expectations in terms of sustainable development, thus demonstrating a responsible corporate image.

Stakeholders

Expectations and Demands

Mitigation Measures

Communication Methods

Lead the Company’s sustainable development, and formulate the strategic
plans and policies for sustainable development

Manage and supervise the achievement of indicators and targets related to the
Company's sustainable development

Review and approve the Company’s annual sustainable development report

Identify and control risks associated with sustainable development
Coordinate the Company’s sustainable development efforts

Promote and guide the sustainable development of all functional departments
and subsidiaries

Review and submit the annual sustainable development report to the Board of
Directors

Promote the sustainable development and take charge of the implementation
of relevant programs

Make statistics on, collect and report the sustainable development information

Summarize the problems encountered in the sustainable development, feed
them back to the management in time, and put forward reasonable suggestions

Participate in the preparation of the Company’s annual sustainable develop-
ment report
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Shareholders and
Investors

Sustainable profitability
Standardization of corporate governance

Information disclosure

Improve business management level

Optimize internal compliance manage-
ment system

Disclose business information in a timely

and accurate manner

Briefings on performance
Communication via interactive platform
Reception of investor visits

Answer to investor hotline

Government and
regulatory agencies

Tax payment by laws
Leading in technological innovation

Compliance with laws

Pay the taxes in full by law
Keep on technical innovation

Abide by laws and regulations

Seminars, symposia
Government project negotiation

Inspection and self-check

Integrity in contract performance
High-quality product

High-quality services

Strictly implement contracts

Intensify product quality management

Daily communication with customers

Customers Improve the service level Customer satisfaction survey
Response to complain Optimize customer complaint process Annual and quarterly communication
iir:)fr?rmatlon security and privacy protec- Protect customer privacy

. L . . Standardize employment and respect
Protection of legitimate rights and inter- human rights Face-to-face communication
ests of employees . ’
L Keep employee development channel|Questionnaire
Provision of career development oppor-

Employees it G Feedback
Guarantee for remuneration and benefits R e Communication and exchange
Occupational health and safety Provide a healthy and safe working envi-| Employee satisfaction survey

ronment
Honest operation Implement open and transparent pro- Phone call
. Promotion of suppliers’ sustainable de- curement principles and processes Interview
Suppliers Build a sustainable supply chain

velopment

Fair transactions

Take responsibility for raw materials pro-
curement

Partial written feedback

Supplier management and auditing

Environment

Climate change response

Energy conservation and consumption
reduction

Pollution reduction

Application of new energy sources

Take climate actions
Apply energy-saving technologies
Control pollutant discharge

Advance new energy resources

Environmental information disclosure

Communities

Promotion of community economic de-
velopment

Multi-level and multi-dimensional cooper-
ation

Community public welfare

Provide job opportunities
Support community development

Carry out public benefit activities and
volunteer services

Field visit
Questionnaire survey
Public welfare programs

Voluntary activities in community

Media and third-party
organizations

Information disclosure

Interview and communication

Disclose information in time

Organize visits, meetings, etc.

Media communication activities such as in-
terviews and meet-and-greets

Other public activities for external communi-
cation

Regular reports, corporate sustainability
reports
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Management of Material TOplCS Matrix of Material Topics of Hengfeng Paper
Standardized management of material topics is the foundation and core of Hengfeng Paper's sustainable development = W
and information disclosure. According to the GRI Sustainability Reporting Standards (GRI), the Sustainability Disclosure 17
Standard: General Requirements for Disclosure of Sustainability-related Financial Information (IFRS S1), and the latest 2 P 1 Social
. . . . . . ocCla
disclosure standards such as regulatory guidance and guidelines issued by exchanges, we have analyzed the dual im- 8 ———
. R, . e . . 19 7 9
portance of material topics, including "impact importance" and "financial importance”. The former refers to the impact on 20
the organization's economy, environment, and society, while the latter refers to the impact on the organization's business Economics &
operations, financial position, operating results, cash flow, etc. Ultimately, we have identified corresponding material top- 2 21 10 Covernance
N/
ics and made responses in the sustainable development report. A 14
th
2 15 3
2 18
23 22
11 4
5
23
Dual Importance Assessment Method 16 6 13
1K
Understand the context of the . — . . :
. o . Understand internal activities, business relationships, exter- 1" & =
Company's activities and busi- nal objective environment, and key affected stakeholders
ness relationships J : y ' MEEEM
1. Pollutant Treatment Dual Importance Degree Material Topics
2. Climate Change Response E ic Perf h
Identify topics of financial or impact importance based on conomic Feriormance
. . X L . 3. Environmental Management System Caiiivel il chisah
Prepare a list of topics industry characteristics, development stages, business mod- Environmen- eInirel el gl ClEfuiEle)=
els, and value chains. tal Topics 4. Energy Management System Protection of Employees’ Rights and Benefits
5. Water Resource Management Sustainable Supply Chain
6. Biodiversity Conservation Occupational health and safety
Climate change response
Assess the impact importance: Impact on the organization’s 7. Sustainable Supply Chain R&D Innovation
economy, environment and society; 8. Protection of Employees’ Rights and
Benefits
) Corporate Governance
A e il - - t th . 9. Occupational Health and Safety
ssess the financial importance: Impact on the organiza- o . : Environmental Management System
P ’ H 7 5 H HN 5 _ . Employee Developmen
tion’s business operations, financial position, operating re Social Tobics Energy Management System
sults, cash flow, etc. p 11. Employee Care
. : Water Resource Management
Assess the importance of topics 12. R&D and Innovation
) i . Employee Development
Integrate the assessment results of impact and financial 13. Intellectual Property Rights ol @
q g q g q mployee Care
importances, and establish a matrix of material topics. We 14 Cusiemer Serfiaes Mod el Y . Rioh
. i . . . . ntellectual Property Rights
identified a total of 23 material topics of importance, includ- 15. Quality M oderate . R
’ y Management Customer Services
ing 7 topics of major importance, 13 topics of moderate im- .
. . . 16. Communities Welfare Quality M t
portance, and 3 topics of minor importance. gabyisanaoemen
: Compliance Management
17. Economic Performance
Compliance with Business Ethics
18. Corporate Governance
Information Security
. 19. Compliance Management . .
Economics & Investor Relations and Shareholders’ Equity
20. Compliance with Business Ethics
. After completing the importance assessment, disclose the Governance , ;
Report the topics . . Topics 21. Information Security ] ] ]
results in the sustainable development report. Standardized Information Disclosure
22. Standardized Information Disclosure L . .
Biodiversity Conservation
23', Inve;;tor Relations and Sharehold- Camiies WelEme
ers’ Equity
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Implementing Robust Systems to Lay a Solid Foundation for Corporate Government

Standardized corporate governance is an important standard for measuring the comprehensive strength of
enterprises, and a basic guarantee for cultivating world-class enterprises. Hengfeng Paper has constantly
improved the governance system, realized modernization of governance capabilities, persevered in high

standards of business ethics and compliance requirements, and maintained a fair and transparent business
ecosystem. We have safeguarded the Company's information, ensured the compliant use and management
of information of employees, customers, suppliers and other partners, protected the legitimate rights and inter-
ests of investors, maintained positive interaction with investors, and standardized information disclosure.

Improvement of Corporate Governance

Governance System

The Company has strictly complied with the requirements of laws, regulations, and normative documents on the gov-
ernance of listed companies, such as the Company Law of the People's Republic of China, the Securities Law of the
People's Republic of China, and the Corporate Governance Guidelines for Listed Companies. We have continuously im-
proved the corporate governance structure centered on Shareholders' Meeting, Board of Directors, Board of Supervisors,
and General Manager, and formed a governance mechanism of "statutorily defined powers and responsibilities, transpar-
ent rights and responsibilities, coordinated operation, and effective checks and balances", laying a solid organizational
foundation for the Company's standard operation and healthy development.

Governance Structure

Stockholders' Meeting |
Board of Supervisors
Board of Director

Strategic Committee

Audit Committee

Office of Board of Directors

Nomination Committee

General Manager

Compensation and Assessment Committee

Construction of Board of Directors

The Board of Directors, responsible to the Shareholders' Meeting, implements the resolutions of the Shareholders' Meet-
ing. It is the decision-making body of the Company's business management, making decisions on the Company’s devel-
opment goals and major business activities. The Company formulates the Rules of Procedure of the Board of Directors,
clarifying the terms of reference of the Board of Directors and standardizing the decision-making of the Board of Direc-
tors, in order to ensure the scientific decision-making and work efficiency of the Board of Directors. All directors have con-
scientiously fulfilled their duties of loyalty and diligence, participated in the daily affairs of the Company with a responsible
attitude, got on with their jobs in strict accordance with the Rules of Procedure of the Board of Directors, the Articles of
Association of the Company and the working rules of the special committee, and participated in the training organized by
the supervisory authorities, in order to continuously improve the governance capacity of the Board of Directors.

In 2024

the Company held a total of8 board meetings
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Develop the Working System of Independent Directors and the Working System of Special
Meetings of Independent Directors, give full play to the functions of independent directors in
the Board of Directors in terms of participation in decision-making, supervision and check-

Independence
P and-balance, and professional consultation. As of the end of the reporting period, the Board
of Directors had 3 independent directors, effectively ensuring the rationality and fairness of
decision-making.
Diverse board members brought broader perspectives and richer knowledge resources to
e the Company. The board members are diversified in terms of gender, specialty and back-

ground, which helps to make more comprehensive and objective decisions and plan the
development direction of Hengfeng Paper.

Compliance and Risk Management

Hengfeng Paper has established a concept of compliance development with high standards, and improved the capability
of risk prevention and resolution by setting a perfect risk management system and an internal control system, to realize
compliant operation and promote the sustainable and healthy development of the Company.

Compliance Management

The Company has actively implemented compliance management, built a closed-loop management mechanism (ex ante
prevention, in-process control and ex post monitoring), embedded compliance review as a mandatory procedure in the
business management process, and carried out the organized and planned activities related to compliant business man-
agement.

Ex ante prevention In-process Control
Classify and identify compliance risks Strictly abide by laws, regulations and rules Ex post monitoring
Set up an information submission ) Continuously monitor the compliance
Set up a layered approval mechanism of corporate governance

and approval mechanism

VJ Conduct regular inspection and recti-
On the basis of actively studying and understanding various regulatory policies, la sﬁﬁﬁi?’?'egulations, we promptly re-
vised the work rules and management methods and refined work processes to comprehensively improve the Company's
governance compliance. In addition, the Company regularly conducts self-inspections, that is, all departments collaborate
with each other to verify the compliance of corporate governance, and then optimize and improve relevant processes ac-
cording to the actual conditions of the Company.

For the construction of compliance culture, the Company has incorporated compliance training into its annual training
plan, did a good job in building a regular and diversified compliance culture, and strove to strengthen the compliance
awareness of all employees. In 2024, the Company carried out activities to publicize laws, regulations and management
methods through a combination of online and offline channels, explaining the laws, regulations and management meth-
ods of the Company that were updated in recent years, conveying compliance concepts and requirements to all employ-
ees, raising the importance of compliance governance among them, and ensuring that they understood and complied
with the relevant laws, regulations and rules of the Company.

Risk Management

Taking its business strategies as the guidance, Hengfeng Paper has formulated risk management plans, evaluated the
risks faced by the Company, sorted out the risk events of various business processes, and developed specific manage-
ment strategies and solutions to effectively resolve major risks. The Company has set up three lines of defense for risk
management, forming a three-dimensional risk management system, effectively ensuring the counterbalance and con-
straint of risk management rights and responsibilities, and improving the efficiency and effect of risk management.
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Line of Defense Main structure Duties

First Line of Defense Business department Manage the risks in the department and relevant business areas

Establish a management system and construct a management

Second Line of Defense | Risk Management Department
framework

Review the effectiveness of the Company’s risk management and

Third Line of Defense Audit and Supervision Department ) ) ) .
supervise the implementation of improvement measures.

The Company has performed internal control and improved the quality of risk management according to the provisions of
the Basic Norms for Enterprise Internal Control and its supporting guidelines, as well as other regulatory requirements for
internal control. At the end of the reporting period, the Company evaluated the effectiveness of internal control on the ba-
sis of daily and special supervisions of internal control, covering risk areas such as organizational structure, development
strategy, human resources, social responsibility, corporate culture, comprehensive budget and financial activities. No ma-
jor, significant or general deficiencies were identified in internal control.

In 2024

the Company's internal environment was favorable, internal control measures were effective, and risk management
responsibilities were fully implemented.

e Financial activities e Production management
e Purchasing business e Distributing business
High—risk Sectors Concerned e Asset management e Contract management
by Hengfeng Paper o Risk Assessment e The Company's internal control over its subsidiaries
e Investments abroad e External guarantees and connected transactions
e Internal supervision e Information disclosure, etc.

Compliance with Business Ethics

Hengfeng Paper has always adhered to high standards of business ethics and re- r— SGS
Mudanjiang Hengfeng Paper Co.,
Ltd.

quired all employees to regularly promote the construction, monitoring, inspection
and training of anti-corruption and anti-bribery systems on the basis of passing the
certification of the anti-bribery management system. It has formed an effective mech-
anism of having institutions to govern power, work and personnel, and made integrat-
ed efforts to ensure that employees do not have the audacity, opportunity or desire to
become corrupt, do not test the red line, and conduct their business in an honest and
fair way.

Clean Governance and Anti-corruption

It is our working principle to combat corruption and uphold integrity. We adhere to
applicable laws and regulations, as well as the guidelines for clean governance and
anti-corruption, apply a zero-tolerance policy on corruption, continue to purify the po-
litical ecosystem by risk identification, system construction, training and publicity and Certificate of ISO 37001 Anti-Bribery
thematic actions, promote the improvement of Party conduct and clean government, Management System

and deliver more solid outcomes in the party conduct, clean governance and anti-corruption efforts.

Hengfeng Paper sets up a Discipline Inspection Office under the Discipline Inspection Commission. The Office remains
independent when exercising the functions of discipline inspection and supervision, administrative supervision and au-
diting, and free from undue interference from other departments or external forces, providing a strong guarantee for pro-
moting the institutionalization and standardization in the construction of Party conduct and clean government. We have
made consistent efforts to tackle pointless formalities, bureaucratism, hedonism and extravagance, gave full play to the
examples, and comprehensively strove to combat corruption, continuously optimized and protected the environment of
officers and entrepreneurs. The Company both is strict with its employees and cares for them, places equal emphasis on
providing incentives and imposing constraints, strengthens the requirements of strict self-discipline, enhances the ability
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and quality of discipline inspection cadres, and prevents the occurrence of corruption incidents. In addition, we closely
focus on key areas, key links, key positions, and key minorities, and fully strengthen Party organizations at all levels to
exercise the principal and oversight responsibilities for full and rigorous Party self-governance.

In 2024

there were no cases of corruption in the Company, providing strong support for the sustainable and healthy
development of enterprises and the preservation and appreciation of state-owned assets.

Anti-bribery Targets

1

Company 0 bribery incident

Initiatives for Clean Governance and Anti-corruption

P

1000/0 disposal rate of bribery incidents

System suppor Maintain the ISO 37001 anti-bribery management system certificate valid. j

Talks Institution on Party Conduct and Clean Governance
Management Institution for Clean Governance Files of Cadres
Institutional sup- Eight Prohibitions for Changing Work Style
port Eight Prohibitions on Clean Governance and Self Discipline of Leading Cadres
Measures for the Implementation of the Responsibility System for Building Party Conduct and Clean Governance
Regulations on Anti-bribery, Anti-corruption, Anti-Fraud and Whistleblowing Management, etc.

The Company set up a discipline inspection office and appoint disciplinary inspection commissioners, undertaking disciplinary
Organizational inspection and supervision duties respectively;

FLEpan: The Company organized the disciplinary inspection commissioners and conducted discipline inspection training to enhance their

supervisory capabilities.

The Company strengthened the supervision of subsidiaries and implemented a quarterly reporting system for the heads of sub-
sidiaries;
The Company signed the Letter of Commitment on Anti-Bribery and Anti-Corruption for Suppliers with the suppliers and the Let-
Supervision over ter of Commitment on Anti-Bribery and Anti-Corruption for Employees with the employees;
clean governance The Company promoted the identification of corruption risks in key departments one by one, and formulated preventive and con-
trol measures;

The Company organized the cadres at middle level and above to sign the Responsibility Agreement for Party Conduct and Clean
Governance Construction.

The Company established a pattern of building a clean-fingered culture with unified leadership of the Party committee, organiza-
tion and coordination of the discipline inspection commission, and active participation of all cadres and employees;

Incorruptibility We updated the publicity board of creative content of clean-fingered culture on the fence of Hengfeng Road, and scrolled the in-
training tegrity slogans on the Company’s big screen;

In 2024, we held activities such as “Party Conduct and Clean Governance Construction Conference”, “Party Discipline Learning
and Education”, and “Strengthening Warning Education and Maintaining Integrity”, creating an atmosphere of “honesty, integrity
and self-discipline”.

Hengfeng Group held the 2024 Party Conduct and Clean Governance (

In January 2024, Hengfeng Group held the 2024 Party Conduct and Clean Governance Construction Conference.
This conference summarized the clean government construction in 2023, and made arrangements for the key work
of clean government construction in 2024. We further strengthened supervision and inspection, promoted integrity
and self-discipline, and corrected various problems with a resolute attitude and targeted measures, so as to form a
united, serious, clean and healthy business atmosphere at the group level.
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% Cees Hengfeng Group held the 2024 Party Conduct and Clean Governance

In January 2024, Hengfeng Group held the 2024 Party Conduct and Clean Governance Construction Confer-
ence. This conference summarized the clean government construction in 2023, and made arrangements for the
key work of clean government construction in 2024. We further strengthened supervision and inspection, promot-
ed integrity and self-discipline, and corrected various problems with a resolute attitude and targeted measures,
so as to form a united, serious, clean and healthy business atmosphere at the group level.

Performance in Business Ethics

Indicator
Number of confirmed corruption incidents Each 0 0 0
Number of business ethics training sessions Time 5 3 4
Coverage rate of business ethics training (senior management) % 100 100 100

Percentage of all sites undergoing internal assessments or

. o . . % 100 100 100
reviews for specific business ethics issues

Complaint and Whistleblowing Mechanisms

To strengthen the internal and external control of business ethics and ensure the effective implementation of responsible
business conduct, the Company has provided smooth whistleblowing channels for stakeholders such as employees, sup-
pliers and customers, set up sound whistleblowing procedures, and encouraged relevant parties to report violations of
business ethics. Relevant parties can report by telephone, email, letter, interview and other forms, and the Company ver-
ifies and investigates them through relevant procedures. For those who reports with real names, regardless of whether
an investigation is initiated or not, the disciplinary inspection department provides feedback to the whistleblower. If a case
is not placed on file, they provide feedback and explain the reasons to the whistleblower within 10 workdays. For cases
opened for investigation, the results of the investigation are provided within three months.

Reporting Channel
Hotline: 0453-6886698
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The Company has strictly implemented the whistleblower protection mechanism, promised to strictly keep confidential the
personal information and materials provided by whistleblowers, effectively protected their legitimate rights and interests,
and prohibited any retaliation against them. Individuals who disclose whistleblower information or retaliate against whis-
tleblowers will be subject to penalties such as dismissal or termination of labor contract. Those who violate the law will be
transferred to judicial authorities for lawful handling.

Performance in Whistleblowing Handling

Indicator Unit 2024 2023 2022

‘ Number of whistleblowing cases ‘ Each ‘ 0 ‘ 0 ‘ 0

Safeguard for Information Security

Information Security Management System

Information security is an inevitable requirement in the digital era to ensure the legal and compliant operation of enter-
prises and maintain business stability. We have kept strictly to the Cybersecurity Law of the People's Republic of China,
the Data Security Law of the People's Republic of China and other laws and regulations, and continually improved the
construction of information security management system. We establish a professional information security management
team, set up a digital management center, effectively implement the responsibilities of information security and privacy
protection from the supervisory, management and execution levels, and regularly conduct internal reviews and third-party
audits on the operation of the information security system.

In 2024

we maintained the ISO/IEC 27001 information security management system certificate valid, and passed
the DCMM standard implementation assessment at the robust level (Level 3) (DCMM: Data Management
Capability Maturity Assessment Model).

Certficate CN25/00002349 SGS
e managementsystemof —

Mudanjiang Hengfeng Paper Co.,
Ltd.
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o 69. FAT I ARAF Gl
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Certificate of ISO/IEC 27001 Information Rating Announcement

Security Management System
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Information Security Management Measures

Hengfeng Paper has identified and evaluated information security risks based on the characteristics of the Company's
information security, the types of information assets, and the framework of information security management system, in
order to determine the threats and vulnerabilities of the information system, and prepare appropriate protective measures
and corrective actions to prevent and reduce information security risks.

The Company has carried out reinforcement and renovation in accordance with the standards of network security level
protection and the analysis of existing problems of the internal network security. It has clarified and implemented the
technical requirements for security protection from the aspects of secure computing environment, secure area bounda-
ries, secure communication network, and security management center. We also form an organic security protection sys-
tem with security protection measures in different regions and at different levels, and deploy advanced terminal security
management system, Internet behavior management system, IDS intrusion detection system, VPN, bastion host, network
gateways, firewalls, and other information network security management systems and hardware facilities to ensure infor-
mation security. The storage server is supported by RAID technology, enabling secure data backup. In addition, a UPS
battery pack is provided in the central computer room to ensure sufficient power supply and prevent data loss caused by
unexpected power failure.

In order to address the increasingly complex network security risks in the context of digital equipment, the Digital
Management Center decided to adopt a bastion host management system to provide support and guarantee after
scientific analysis. By employing a variety of technical means, the bastion host management system achieved the
centralized supervision, hazard identification and risk protection for the operations of servers, databases and other
equipment within the Company's network, ensuring that the network and data were free from invasion and damage.

The Company successfully deployed the bastion host manageme

HEERSFR

Case

The Company successfully deployed the next-generation protective
protection”.

In 2024, the Company successfully deployed the next-generation firewall system to further strengthen network se-
curity management and technical protection. The system adopted a new generation of independently developed
embedded secure operating system, which could fully satisfy the Company's needs in various scenarios such as
network internal, multi-branch interconnection, IPv6, traditional data center, and cloud data centers. We built a five-
in-one threat perception and protection system that integrated "network, identity, application, content and threat",
achieving self-learning of behavioral baseline, massive log aggregation and other functions to enable lean operation
and maintenance management and reduce the operation and maintenance costs.

The Company's network is connected through a three-layer network architecture consisting of core layer, aggregation
layer, and access layer. All terminal devices are configured with fixed IP addresses and virtual VLAN for access control,
greatly enhancing network security while avoiding cyber storm.

We have developed emergency plans for unexpected information security incidents such as the Emergency Plan for
Computer Room in Digital Management Center and the Emergency Plan for MES Server Reconstruction, established a
sound mechanism for response to and emergency treatment of information security incidents, and regularly organized
emergency drills to test the processing and coordination capabilities of emergency response departments by simulating
real scenarios, verify the feasibility and effectiveness of emergency plans, evaluate the adequacy and deployment effi-
ciency of the emergency resources, and safeguard the information security of the Company.
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Emergency Organizational Chart for Information Security Emergencies

Commander-in-Chief (Digital Director)

Deputy Commander-in-Chief (Chief Engineer for Network Security Management)

|

Digital Management (Responsible

Person of Digitization System) Equipment)

= Case
simulation MES server".

Network Security Management
(Responsible Person of Network

The Digital Management Center conducted an emergency drill ©

Equipment)

Network Security Management
(Responsible Person of Air
Conditioning and Firefighting

|

Network Security Management
(Responsible Person of Power
Equipment)

In May 2024, in order to improve emergency response and processing capabilities, the Digital Management
Center conducted an emergency drill on "downtime data recovery of simulation MES server”. After the sim-
ulation server broke down and sent an alarm, the person in charge of the digital system arrived at the server
room as fast as possible, then activated the emergency plan for the digital system based on the on-site incident
situation, and used the backup data to recover the data of the MES server, minimizing the damage and losses

caused by sudden information security incidents.

he Company has strengthened the training of employees' information security awareness and created an atmosphere
where "it is everybody's duty to guard information security". The Digital Management Center has conducted a great va-
rieties of information security training activities to help employees understand the basic concepts of information security,
relevant laws and regulations, basic emergency response methods, etc., so as to build up their sensitivity to information

security, improve their information security skills, and reduce the risk of information security.
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Usage Security".

The Digital Management Center conducted a training themed by “Netwo

In October 2024, in order to enhance employees' awareness of information security, the Chief Network Security
Engineer of the Digital Management Center conducted a training themed by "Network Security - Mobile Phone
Usage Security". The training covered mobile phone and property security, mobile phone and personal privacy
security, and other contents. The Engineer combined theoretical knowledge and practical cases in the training
to enhance the effect. Moreover, the trainees not only understood the basic principles and concepts of network
security, but also gained a deeper understanding of the applications of these theories in practical work through

practical cases.

it
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HengFeng Paper Training Courses
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Performance in Information Security

Indicator

Number of confirmed information security incidents

Unit

‘ Each ‘

01.
02.

03.
04.
05.

2024

0
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2023 2022
| o | o

36

Q&= 12024 Sustainable Development Report

Investor Relations Management

Information Disclosure

Hengfeng Paper is committed to strengthening communication with shareholders and potential investors through
high-level information disclosure, and constantly improving the transparency of the Company. According to the Company
Law of the People's Republic of China, the Securities Law of the People's Republic of China, the Administrative Meas-
ures on Information Disclosure by Listed Companies, the Self-regulatory Guidelines No. 1 for Listed Companies of the
Shanghai Stock Exchange - Standardized Operation, the Self-regulatory Guidelines No. 2 for Listed Companies of the
Shanghai Stock Exchange - Management of Information Disclosure Affairs, and other laws, regulations, and regulatory
measures, the Company has formulated the Management System for Information Disclosure, fulfilled the obligation of
continuous information disclosure in good faith, demonstrated the principle of open, fair and just treatment of all share-
holders, and ensured the authenticity, accuracy, completeness and timeliness of information.

In 2024, Hengfeng Paper, in strict accordance with the regulations, disclosed major information that might have a sig-
nificant impact on the price of the Company's securities and its derivatives and that investors had not yet learned about,
as well as information required to be disclosed by the securities regulatory authorities, to the public within the prescribed
time, on the prescribed media and in a prescribed manner, in order to safeguard the legitimate rights and interests of
shareholders, creditors and stakeholders of the Company.

Investor Communication

The Company has formulated the Investor Management System, followed the principles of "Compliance, Equality, Pro-
activity, Integrity and Trustworthiness", strengthened information communication with investors, and established a long-
term, stable and benign relationship with them. The Company has set up a variety of channels to facilitate the daily com-
munication with investors, including announcement, shareholders' meeting, E-interactive platform, phone call, etc.

Investor Communication

S/N Communication Methods

Convene performance briefings, where the General Manager, Chief Financial Officer, and Secretary of
1 the Board of Directors communicate and exchange ideas with investors regarding the Company's oper-

ating results and financial status.

information.

Establish regular communication with investors through the hotline, SSE e-Interactive Platform and oth-
2 er channels, respond to their questions in timer, and effectively safeguard their right to consultation and
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Keeping Technological Innovations to Provide Customers with Lean Products

Promotion of Technological Innovation

Hengfeng Paper has always regarded technological innovation as the primary engine driving force to promote high-qual-
ity development, taking the lead in shouldering the main responsibility for technological innovation of state-owned enter-
prises and building a more dynamic ecosystem for sci-tech innovation. The Company has made more efforts to research
and development, accelerated the transformation of technological achievements, and transformed innovative achieve-
ments into visible "productivity".

R&D Construction

The Company has continuously explored new initiatives and mechanisms for R&D construction, and promoted system-
atic reforms on the construction of scientific research teams, the industry-university-research integration, and other ele-
ments, providing inexhaustible innovation power for cultivating New quality productive forces.

R&D team establishment

and established a scientific research team with complete specialties and strong technical strength, which can pro-
vide comprehensive technical support and innovative solutions for the R&D needs of different products. The core
members are all senior engineers with more than 10 years of experience in R&D and production. They are mainly
specialized in the R&D of safe and eco-friendly featured products, and dominantly in the R&D of paper for tobacco
industry.

The Company has released the Implementation Plan for Promoting the Innovative Development of Hengfeng Pa-
per, the Incentive Plan for Innovation and Efficiency Enhancement of Hengfeng Paper and the Fifteen Articles on
Innovative Development of Hengfeng Paper, formulated the Work Goals and Implementation Plan for Innovative
Development in 2024, implemented an accurate, flexible, standardized and efficient distribution of rewards for in-
novation and efficiency enhancement, linked performance evaluation with technological project initiation, project
progress, innovation achievements and achievement transformation, further stimulated employees’ innovation en-
thusiasm, and created a cultural atmosphere that encouraged and supported innovation.

In 2024

the "papermaking technology" team of Hengfeng Paper was selected as leading professional and

The Company has integrated talent development with corporate development strategy, set up a technology center,
technical talents in Heilongjiang Province.

I Industry-academia-research cooperation

The Company is committed to building a sound industry-academia-research cooperation system, kept close co-
operation with universities and research institutions to successfully achieve the deep integration of technological
innovation and industrial development, injecting strong impetus into continuous progress. We have a postdoctoral
research center, a provincial special paper engineering technology research center and a provincial enterprise
technology center.

Postdoctoral Research Center Provincial Enterprise Technology

In 2024, the Company signed a joint construction agreement with Harbin Institute of Technology and Northeast
Forestry University for "Heilongjiang Research Institute of Digital Paper Industry Technology" and "Heilongjiang
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Research Institute of Green Feather-Weight Printing and Coated Paper Industry Technology" respectively, and
completed the online filing work of the Research Institute of Industry Technology. As of the end of 2024, the
Company has established long-term and stable cooperation relationships with universities and institutions such
as Northeast Forestry University, Qilu University of Technology, Dalian University of Technology, South China
University of Technology, and Tianjin University of Science and Technology. It has also strengthened cooperation
with China National Pulp and Paper Research Institute and related customers, and constantly promoted the de-
velopment of new products and the application of new technologies, in order to provide higher-quality and greener
products and services.

CEE | oxem _—
R HAmAL LTS

BARISTAEERES CEOE R

TR T Ak HATEFEd
b RE YT L ] = -
&ﬂhufmntnn Lo LTt L ani ]
=R SO

Joint Innovation Platform

mmim oA DIDE =

B " A R S B SR

hs .
Strategic Cooperation Agreement Signed with China National Pulp and Paper Research Institute

Hengfeng Paper worked with Harbin Institute of Technology tc
paper industry.

In May 2024, Hengfeng Paper and Harbin Institute of Technology jointly established the Research Institute of
Digital Paper Industry Technology and signed the Agreement on Co-construction of Research Institute of Digital
Paper Industry Technology and the Contract on Data Application and Industrialization Project in Full Life Cy-
cle of Intelligent Research, Inspection and Management, aiming to break through the traditional research and
development mode, jointly build Hengfeng Intelligent R&D System for the era of intelligent manufacturing, and
work together to create a source of major innovation achievements.
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Keeping Technological Innovations to Provide Customers with Lean Products

Intellectual Property Rights

Intellectual Property Rights (IPR), as the most important intellectual asset of the Company, are an important source for
promoting technological innovation and enhancing core competitiveness. The Company has strictly complied with laws
and regulations such as the Copyright Law of the People's Republic of China, the Patent Law of the People's Republic of
China, and the Specification on Enterprise Intellectual Property Management, formulated the Patent Administration Meas-
ures, constantly improved its capability in the creation, application, protection and management of intellectual property,
and established an intellectual property system that matched the Company's development strategy. In 2024, the Compa-
ny made a number of achievements in the field of intellectual property.

In 2024, 2 technological achievements were registered.

* A production method for feather-weight Bible paper

* A production method for high-transparency flame retardant tipping base paper

In 2024, 4 new authorized patents and 3 software copyrights were granted.

* A system and method for treating tail water and clean water of paper machine (invention patent)
* An eco-friendly aluminum free inner liner for moisturizing cigarette (invention patent)
* A paper permeability test device (utility model patent)

* A diagonal braced clamping device for pulp packing and unstacking at fixed position (utility model patent)
*Hengfeng Paper Supply Chain Synergy Intelligent Warehouse Control Platform V1.0 (software copyright)
*Hengfeng Paper Integrated Automatic Warning Platform V1.0 (software copyright)

*Hengfeng Paper Integrated Insight Platform V1.0 (software copyright)

In 2024, two products of Hengfeng Paper were recognized as provincial key product.

*Wrapping paper for heating section of heated non-burning tobacco (low-risk and harm-reducing product)

* Tipping base paper for flexographic cigarette

% Catt The Company organized a kickoff meeting for intellectual prope

In April 2024, on the occasion of the 24th World Intellectual Property Day, the Engineering Department of the
Company organized the relevant personnel of the Technology Center, the Digital Management Center and the
Quality Testing Department to hold a kickoff meeting for intellectual property promotion campaign with the theme
of "Transformation and Application of Intellectual Property Rights for High-quality Development". At the meeting,
the Notice of Heilongjiang Intellectual Property Administration on Organizing and Carrying out the Provincial
Intellectual Property Publicity Week in 2024 was publicized and implemented, including the relevant laws and
regulations on intellectual property and the policies and measures conducive to the development of intellectual
property, so as to further enhance the intellectual property awareness of key staff, strengthen the application
and protection of intellectual property, and create a good atmosphere for publicity.

4

42

Q&= 12024 Sustainable Development Report

Innovation Achievements

Hengfeng Paper is mainly engaged in the production and sales of special paper and pulp, fostering on the innovative
technologies in tobacco industry paper, new tobacco-related technologies, new green packaging products, new materials
for tobacco use, and the application of bamboo pulp. The Company has also accelerated the scientific development of
products and the transformation of technological achievements, strategically positioning the Company in emerging in-
dustries while actively pursuing development in new directions within the industry. The Company attains a seamless inte-
gration of technological innovation with production, positioning itself at the forefront of industry development in emerging
domains.

Key research interests
*Develop aluminum-free cigarette packaging materials, coated and eco-friendly liner paper

* Advocate for the substitution of paper for plastics, achieve success in the development of green fiber-based products
like straw base paper, straw packaging paper, food packaging paper, and medical paper

* Apply and promote high-carbon sequestration plant fibers, and outline the green trajectory for tobacco products and
new offerings in the future.

Hengfeng Paper was shortlisted for the China Tobacco Material Technc

In April 2024, Hengfeng Paper
was shortlisted for the China
Tobacco Material Technology

Innovation Alliance WLtT its #iﬂilﬁﬂiﬁlkﬂiiﬁﬁﬂﬂ’éﬁ—ﬁ ‘ ' 1%‘:
strong innovation capabilities o

and held the awarding cere- Ve wl

mony. This shortlisting creates __— ‘ e
favorable conditions for both
parties to achieve resource
sharing, achievement co-cre-
ation, talent co-education, and
win-win development, laying a
solid foundation for establish-
ing a leading innovation force
system.
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The Company has successfully developed the heat transfer paper with the lowest weight (25g/m2) on the me

With high sensitivity to market trend and prospective development capabilities, the Company has successfully
developed the heat transfer paper with the lowest weight (25g/m2) on the market. In addition to guaranteeing
the quality, this technology reduces the material cost, greatly enhancing the added value of the product, meeting
the customer's pursuit of cost-effectiveness, and bringing significant economic benefits to the Company.
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Keeping Technological Innovations to Provide Customers with Lean Products

% Case The Company successfully developed a new sealing paper product.

With the continuous development of the heated non-burning e-cigarette market, the Company has successfully
developed a sealing paper product, which is mainly used at the end of non-burning e-cigarette cartridge, and
has a sealing effect to prevent the tobacco flake or particle from falling off, which may affect the appearance and
performance of the cartridge. This product was favored by customers with its innovative features and design,
and excellent experience.
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Pursuit of Excellent Quality

Quality Management System

Product quality is a lifeline for the Company. Insisting on the leading product quality strategy of "deepening management,
meeting customer needs; growing stronger, and striving to lead the industry", Hengfeng Paper has prioritized the demand
of "meeting customer requirements and endeavoring to exceed customer expectations" in quality management. We have
established a perfect quality management system, monitored and managed the product quality throughout the life cycle,
and continuously improved the quality management level. Hengfeng Paper has leveraged management system stand-
ards as a foundation to develop a sophisticated management framework. We extensively embraces globally recognized
management philosophies, principles, methods, and skills, progressively aligning with international standards while fos-
tering a unified management culture with its own characteristics.

Quality System of Hengfeng Paper

QA (Management) QC (Testing)
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In 2024, the Company maintained the validity of the certificates of ISO 9001 quality management system and measure-
ment management system. Meanwhile, the Company obtained Grade A certification of the informatization and industriali-
zation integration management system in May 2024, marking a new breakthrough in lean, standardized and comprehen-
sive management, and laying a solid foundation for promoting the continuous quality improvement.

QUALITY MANAGEMENT SYSTEM CERTIFICATE

Registration No. 02122Q1155R5L.

Mudanjiang Hengfeng Paper Co., Ltd

isinconformity with
@B/T 19001-2016/1S0 9001:2015
“This cortfcate i valid forthe following scope:
Tobacco industrial paper, packaging paper, printing industrial

paper, medical & health paper product design and development,
and after-sales service, Pulp i

The certificate changed on November 21, 2024.
1998 Thi

2025

: Novembar 16,2022

RERT

BRIU

WEER
MANAGEMENT SYSTEM
CNAS C021-M

Certificate of Quality Management System

% Case

In 2024, Hengfeng Paper Testing Center maintained
the validity of CNAS laboratory accreditation certificate,
indicating that the Testing Center was complete in its
management activities, technical activities, and process
quality control of the Testing Center, accurate and reliable
in testing data, and stable and effective in the operation

of quality system.
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Certificate of Measurement Management System
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Assessment Certificate of Informatization and
Industrialization Integration Management System

Hengfeng Paper Testing Center maintained the validity of CNAS laboratory ac

iscwx CNAS

China National Accreditation Service for Conformity Assessment

LABORATORY ACCREDITATION CERTIFICATE
(Registration No. CNAS L6623 )

Mudanjiang Hengfeng Paper Co., Ltd. Testing Center
(Legal Entity: Mudanjiang Hengfeng Paper Co., Ltd.)
No.11, Hengfeng Road, Yangming District ji Heilongji China
is accredited in accordance with ISO/IEC 17025: 2017 General
quil for the C of Testing and Calibration
L ies(CNAS-CLO1 itation Criteria for the Competence of

Testing and Calibration L ies) for the to
the service described in the schedule attached to this certificate.

The scope of accreditation is detailed in the attached schedule
bearing the same registration number as above. The schedule forms an
integral part of this certificate.

Effective Date: 20221231
Expiry Date: 2028-12-30

—— 1

d for Conformity Assessment (CNAS)is d
Administration of the People’s Republic of China (CNCA) to operate the national accreditation schemes for conformity.
assessment, tory o Artangement t
(ILAC MRA) and the Asia Pcific Accreditation Cooperation Mutual Recognition Arrangement (AP AC MRA)
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Keeping Technological Innovations to Provide Customers with Lean Products

Quality Management Measures

The Company has run quality management through the whole life cycle of products, and effectively controlled processes
such as customer demand, production planning, material procurement/inspection/warehousing management, production
process control, finished product warehousing, finished product delivery, market service/customer complaint investigation
and handling, and product recalls with safety indicators or environmental/biological pollution, etc. Those efforts have suc-
cessfully transformed the isolated process management into integrated management, and realized comprehensive and
efficient quality control of conceptual design, product design, product production and product maintenance. The company
adopts an intelligent quality management mode for automatic production and inspection, which can quickly analyze the
quality of products and reduce the frequency and impact of product abnormalities.

Moreover, the Company has promoted Lean six Sigma management and QCD management, firmly moved towards the
goal of high-quality products in a customer-focused, process-oriented, data-driven way, and provided customers with
more reliable and high-quality products. In addition, the Company actively carries out activities such as daily special com-
munication with dedicated institutions, annual internal audit, management review, second-party certification and third-par-
ty supervision and audit, etc. We also respond to product quality requirements raised by internal and external stake-
holders in time, and formulates targeted solutions, laying a foundation for the Company to comprehensively enhance its
competitiveness.

% Case The Quality Testing Department launched 2024 Job Skills Competition.

In May 2024, the Quality Testing Department organized 2024 Job Skills Competition. This competition covered
two positions: physical inspection and visual inspection, with the participation of 102 inspectors. They competed
in paper disease identification, leveling and calibration of AL204 electronic balance, etc., laying a solid founda-
tion for further of shortcomings improvement, self-improvement and quality enhancement.

Quiality Culture Construction

According to the Company's quality standards, business development needs and staff capacity requirements, we active-
ly carry out quality culture construction activities to strengthen employees' awareness of quality assurance. In 2024, we
took the “Quality Month” as an opportunity to organize employees to participate in training on quality-related laws and
regulations, general knowledge, job skills, etc., and strengthened communication with customers, suppliers and other
partners to create a quality culture with full participation.

—_— —
.s,/ " ) ’ .fv

“Quality Month” Promotional Video
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2024
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Training on "Introduction to Filter Plug Wrapping Paper Products and Case Study of Superior Issues”

N

I Case

Communication between Hengfeng Paper and China Tobacco Yishenghua (Xiamen) Filter Plug

In March 2024, Hengfeng Paper held an exchange event with China Tobacco Yishenghua (Xiamen) Filter Plug
Co., Ltd. Both parties discussed the production process control of wrapping paper products and jointly provided
suggestions for improving product quality, in order to promote continuous improvement of products.
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Keeping Technological Innovations to Provide Customers with Lean Products

% Case

Hengfeng Paper held a closing meeting on 2023-2024 Six Sigma Projec

In October 2024, in order to strengthen the quality awareness of employees, Hengfeng Paper held a closing
meeting on 2023-2024 Six Sigma Project. This meeting summarized the implementation of 2023-2024 Six Sig-
ma Project and its tracking and verification results, and put forward requirements for project publication and
review. At the same time, the main creators demonstrated their project achievements, creating a strong quality
culture and helping the Company achieve its new vision and goals.

Enhancement of Customer Services

Customer Relationship Management

Hengfeng Paper has always been centered on customer demand and committed to providing leading products and
high-quality services to global customers. We have established diverse communication channels with customers, gained
a deep understanding of their personalized needs, applied these needs to the design of products and services, market-
ing, process improvement and other business development to create best-in-class customer experiences. We also carry
out a variety of training activities to improve the abilities of customer service staff and enhance their service awareness.

P m it A At
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Sales Staff Training on “Analysis of Wrapping Paper Products Advantages”

We have established a sound global customer service network. The staff of sales offices of our domestic trade, interna-
tional trade, and new product business departments regularly visit customers in various locations, respond to customer
needs in time, and solve problems arising from product use. Upon the completion of the service, the service staff issues
a Market Service Report, which records the service content, problems and suggestions for improvement, laying the basis
for optimizing the customer experience afterwards.

48

Q&= 12024 Sustainable Development Report

Customer satisfaction forms the cornerstone of the Company’s development. We have strengthened the tracking, meas-
urement and management of customer satisfaction, and conduct customer satisfaction surveys in the form of question-
naires at the end of each year, in order to gain a deeper understanding of customers’ true thoughts towards our products
and services. According to the survey results, the Company constantly optimizes product performance, formulates more
reasonable and effective service strategies, and continuously improves service level.

In 2024
the customer satisfaction was l 000/ Oas surveyed with "very satisfied" accounting for9 9 . 1 50/ 0
Performance in Customer Satisfaction
Indicator Unit 2024 2023 2022
Customer Satisfaction % 100 100 100
Very satisfied % 99.15 94.07 93.59

Customer Complaint Management

We have formulated the Regulations on the Management of Market Services and Customer Complaints, set up a lead-
ing group (with the General Manager of the Company as the leader, the Manufacturing Director and the Deputy General
Manager in charge of marketing and technology as the deputy leaders), and set up five groups, establishing a sound
closed-loop management mechanism for customer complaints.

The Company conducts root cause analysis on customer complaints, develops targeted improvement measures, and
verifies the effectiveness of the improvement measures to ensure that each complaint is handled appropriately. We
evaluate the effect of customer complaint handling according to the "Customer Complaint Handling Notice" and relevant
information obtained. Moreover, we take preventive measures based on the PDCA cycle to avoid similar problems and
effectively protect the legitimate rights and interests of our customers.

Customer Complaint Handling Procedure

After receiving a customer complaint, the sales staff should immediately communicate and identify it. For information
confirmed to fall within the scope of the complaint, they should promptly fill out and submit the "Customer Complaint
Feedback Handling Form" on the OA mobile office platform. If there are special or major quality complaints that need
to be urgently handled, they can first inform the leaders of each group and take emergency handling measures.
When sales staff fills in customer complaint content, they must be accurate and complete to facilitate the identifica-
tion of quality problem, traceability, investigation and analysis, improvement, and treatment of products in stock.

After receiving the “Customer Complaint Feedback Handling Form”, the Management Office should immediately re-
view the completeness and accuracy of the complaint content (if necessary, communicate with sales staff), appoint
the customer complaint handling team, and pass the complaint to the team head. Any customer complaint where
machine, production time and quality problems are unclear will be rejected (returned to the creator). If “there are sim-
ilar products in stock” (including off-site warehouses) is mentioned in the “Customer Complaint Feedback Handling
Form”, the Warehouse Department shall hang a mark “Pending” on the products (including off-site warehouses).

The group leader should define the responsible department, response letter and follow-up personnel for customer
complaints within one workday, pass the customer complaint to the responsible department (in the case of special
circumstances such as the need for further communication with the customer/internal re-verification, and failure to
define the responsibility within the specified time, the complaint should be fed back to the management office).

The responsible department shall complete the reply letter, cause analysis and improvement measures within the
specified time.

If the problems mentioned in the customer complains need to be investigated in the market, the implementation per-
sonnel shall fill in the Business Trip Application in the ERP system and implement it after approval.
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Hengfeng Paper has taken the initiative to assume industry responsibilities, participated in a number of industry associ-
ations, and worked together with industry partners to achieve a sustainable future. The Company actively participates in
domestic and international exhibitions, forums, and other activities, deepens communication with customers, suppliers,
and other parties, and jointly promotes industry development with upstream and downstream industrial chains.

Special Paper Professional Committee of the China Technical Association

1 of Paper Industry

2 The Ninth Council of China Technical Association of the Paper Industry

3 Paper-based Green Packaging Materials and Products Committee of

China Technical Association of the Paper Industry

4 China Paper Association

5 Printing Paper and Paperboard Sub-Technical Committee of National
Paper Industry Standardization Technical Committee

6 Technical Paper and Paperboard Sub-Technical Committee of National
Paper Industry Standardization Technical Committee

7 Heilongjiang Light Industry Science and Technology Association

8 Heilongjiang Association of Paper Industry

9 The Fifth Council of the China Paper and Pulp Industry Chamber of Commerce
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Deputy Director
Specially Appointed Vice Chairman
Member
Vice-Chairman Member
Member
Member
Standing Member
Vice President

Vice President
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Participated in the 21st Annual Conference of China Technical Association of the Paper Industry

52

Q&% (2024 Sustainable Development Report

Promey
o O MOting g h
With Inwiligenm?:uqa?m

¥ Daug)
NG and iy g

L < 2
PEMEC

Participate in the 2024 Paper Based Materials Exhibition

In August 2024, Hengfeng Paper and Mudanjiang Cigarette Factory launched an event on co-construction for
further exchange and cooperation. This event enhanced the understanding between both parties and injected
new vitality into future cooperation and development. Both parties took this event as an opportunity to further
strengthen cooperation and contribute to the development of the industry.

In September 2024, Hengfeng Paper participated in the Inter Tabac in Dortmund, Germany, showing the world
its outstanding product lineups and innovative technologies. Hengfeng Paper exhibited a number of innovative
products with independent intellectual property rights, such as paper for heated non-burning cigarette series,
eco-friendly inner liner, filter plug wrapping paper, bio-pellet hemp paper, CBD-related tincture and atomization
products. Hengfeng Paper also exchanged views and cooperated with industry partners from all over the world,
contributing more China's wisdom and strength to the prosperity of the global tobacco industry.

1GY POUCHES

NS
HENGFENG PAPER
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In September 2024, Hengfeng Paper was invited to participate in the 31st China International Paper Technology The Company has formulated procedures such as the Procurement Management System, established a sound mecha-
Exhibition (CIPTE) and the 2024 China International Paper Innovation and Development Forum and 2024 Chi- nism for supplier screening, admission, evaluation and violation handling, and set up high standards to establish a code
na International Paper Technology Exhibition held in the same period. During the exhibition, the representative of conduct for suppliers in terms of labor rights and interests and environmental responsibilities. It has persevered in
team of Hengfeng Paper had in-depth exchanges with the industry experts, scholars and enterprise represent- deep cooperation, collaborative development, and value co-creation with suppliers, and endeavored to build the most
atives, and cooperated with the industry colleagues to seek a green and sustainable development of the paper competitive industrial ecosystem for co-creation, co-winning and co-development.

industry.

The Company sticks to the concept of fair procurement, selects suppliers and materials based on the compre-
hensive optimal conditions in terms of technology, quality, service, supply, cost, environment, social responsibil-
ity and information security, and constantly improves the standards for supplier certification. When new suppli-
ers and materials are certified, a dedicated certification assessment team is established to audit the business
management, production conditions, quality control, environmental safety, hazardous substance control, social
responsibility management, integrity system, etc. of the suppliers. Detailed audit benchmarks and checklists are
developed. Only after passing the audit can a supplier become qualified.
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In October 2024, the Purchasing Department organized the Technology Center, the Quality Inspection Depart-
ment and the System Management Department to conduct on-site certification of the suppliers, and communi-

In November 2024, as a leading enterprise in China's tobacco paper, Hengfeng Paper made a wonderful ap- cated with them on the environmental and social impacts of the production process. At the same time, the Com-
pearance at the 2024 WT Middle East, highlighting its new innovative achievements and giving a comprehen- pany introduced its sustainable procurement policy in depth. Through on-site certification, the potential risks of
sive introduction. At the exhibition, we discussed with customers the new trends and development direction of the suppliers were effectively identified and assessed, and the quality management and social responsibility
the tobacco paper industry, built new connections, and created new value with them. management of the suppliers were strictly ensured to meet the requirements of the Company.

Hengfeng Paper deeply recognizes that a supply chain management model taking into account the ESG concept is cru-
cial to enhance its core competitiveness. The Company has regarded sustainable procurement as an important part of
ESG construction, managed the supply chain across the whole process, and incorporated ESG management require-
ments in the supply chain construction.
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Every year, Hengfeng Paper adopts a combination of online and offline methods to audit suppliers or commis-
sion a third party to audit. The audit dimension is consistent with the certification and access dimension, so as to
verify whether the suppliers comply with the Company's quality management requirements and policies on labor
and human rights, business ethics, and occupational health and safety.

Based on comprehensive audit, the Company can promptly identify potential risks of suppliers, and require them
to make improvement against risk points. The Company's sustainable procurement team will also provide guid-
ance to suppliers and help them make improvements more efficiently. If a supplier fails to meet the Company's
requirements within the specified correction period, the Company will initiate procedures for supplier downgrad-
ing or elimination. In 2024, the supplier risk of the Company was controllable.

e The Purchasing Department organizes the performance evaluations on suppliers in the List of
Qualified Suppliers according to performance evaluation indicators contents and methods. Evalu-
ation indicators include material inspection quality, usage quality, packaging quality, contract per-
formance (service quality), qualification review, quality improvement, price, and product quality and

Supplier perfor- safety. A performance evaluation report is prepared based on these evaluations.

mance evaluation o We rate the performance evaluation results into four grades, namely, A, B, C, and D. If rated as
Level A or B, suppliers can enjoy incentive policies such as prioritizing new project procurement
and enjoying better payment terms. If rated as Level C, suppliers are required to reduce their
supply share and suspend participation in new business. If rated as Level D, suppliers will have
their supply qualifications revoked.

e By the end of the first quarter of each year, according to the evaluation scope of qualified suppli-
ers, and the supply quality of qualified suppliers in the previous year, the Purchasing Department
puts forward a list of suppliers that need on-site audit in the current year, and formulates the audit
and certification plan. The Company audits the supplier’s comprehensive operation capability, fi-

On-site audit and nancial operation capability, customer service capability, and process control capability.

evaluation o After the review and evaluation, the System Management Department will complete the
evaluation and conclusion of supplier qualification certification within 15 workdays. Suppliers found
to be unsatisfactory must immediately cease supply. For suppliers with corrective actions required,
the Purchasing Department provides one month for the suppliers to develop corrective measures,
with completion expected within a maximum of three months.

Hengfeng Paper integrates the concept of sustainable development into the supply chain system, puts forward clear
management requirements for suppliers in terms of business ethics, environment, labor human rights, occupational
health and safety, and selects and cultivates suppliers with outstanding ESG performance to become long-term partners,

so as to build a responsible and sustainable supply chain together.

We have investigated the ESG performance of the suppliers through basic research, on-site review, perfor-
mance analysis, etc., required them to simultaneously sign the Letter of Statement and Commitment on Corpo-
rate Social Responsibility, put forward clauses on environment, labor and human rights in procurement contract,
and informed the suppliers of the whole process, ensuring that they comply with the Company's ESG require-
ments and truly practicing the concept of responsible supply chain.

We prioritize the procurement of FSC-certified raw materials, particularly wood pulp, and advocate for wood pulp
suppliers to practice the sustainable forest management and acquire certification in the forest product production
and sales supervision chain, ensuring that all wood pulp can be traced and thereby enhancing the stability of the
ecosystem and preventing excessive damage.

In 2024

the percentage of certified wood or wooden products/raw materials was
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Percentage of certified wood or wooden products/materials % 57 48 44 ‘
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We evaluate the social responsibilities of important suppliers annually in the form of data rating based on the
CSR questionnaire. If we find any supplier uses child labor or forced labor or has other serious violations of
laws, regulations or social responsibility standards, we will immediately stop cooperation with it. When neces-
sary, we will commission a professional and authoritative third party to conduct social responsibility audit on sup-
pliers to identify possible ESG risks of suppliers, so as to take appropriate measures to address them, thereby
enhancing the overall resilience of the supply chain.

In addition to strengthening its ESG construction, the Company also actively helps suppliers improve their ESG
development capabilities, and encourages suppliers to continuously improve their management and perfor-
mance in environmental protection, labor and human rights, employee health and safety, business ethics, etc.
We organize a series of supplier training to share the latest ESG standards and the Company's ESG policies
with suppliers, comprehensively enhancing their awareness of sustainable development.

In 2024

the Company provided the training on supply chain management to suppliers involving individuals

In April 2024, Hengfeng Paper participated in the "2024 China Pulp Summit" with the theme of "Analyzing Sup-
ply and Demand, Stabilizing the Industrial Chain, and Promoting High-Quality Development". The representa-
tives of the Company proposed to take supply stability and sustainability as criteria for selecting pulp suppliers,
and pointed out that zero deforestation was an important component of the sustainable procurement strategies,
striving to build a sustainable supply chain.
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To strengthen the ESG concepts for purchasers and supplier auditors, the Company invited external experts
to conduct training on "ESG Management Practices". This systematic training helped the participants to clarify

their awareness of sustainable procurement and enhance their capability to practice principles such as green
% 100 100 100 procurement and fair trade, which was conducive to the development of the supply chain in a more eco-friendly,
socially friendly and responsible way.

Percentage of suppliers who signed contracts with clauses on
environment, labor and human rights among all suppliers

Percentage of who completed questionnaire survey on social

- . % 100 100 100
responsibility among all Target suppliers
Percentage of Target suppliers who undergone on-site social
ge of Target supp done on % 100 100 80
responsibility audit among all Target suppliers

Percentage of Target suppliers who signed the Supplier Code of

g get supp g > ©UpP % 100 100 100
Conduct among all Target suppliers

Number of audited/evaluated li rticipating in i t

umber of audited/evaluated suppliers participating in improvemen Nos 1 9 9

actions or capability development

Moreover, we provide targeted training for purchasers and supplier auditors to increase their awareness of sus-
tainable procurement and ensure that they can implement the Company's sustainable procurement policy in the
procurement process, effectively identify and control ESG risks in the supply chain, and promote the sustainable
development of the supply chain.

Number of purchasers Person 7 7 8

In August 2024, the Company's purchasers participated in the training on the Risk Control and Compliance
throughout the Procurement Process organized by the China Procurement Business School, a national contin-

Number of purchasers trained on sustainable procurement Person 7 7 8

uing education base for professional and technical personnel of the Chinese Mechanical Engineering Society.
The keynote speaker gave an in-depth explanation of sustainable procurement issues, and introduced how to

Percentage of purchasers trained on sustainable procurement

. . % 100 100 100
in all regions

establish a risk analysis and evaluation mechanism to identify and reduce potential risks in the supply chain,
thereby keeping the long-term stable development.
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Enhancement of Environmental Management

Hengfeng Paper strictly complies with the requirements of the Environmental Protection Law of the People's Republic of
China and other relevant laws and regulations, as well as other requirements of the operating locations around the world,
continuously optimizes its environmental management, enhances its capability to fulfill the environmental responsibilities,
and vigorously promotes environmental protection and ecological civilization. Attaching importance to cleaner production,
we carried out a cleaner production audit in April 2024, and identified 14 cleaner production programs which were all
implemented and passed the assessment by the Mudanjiang Ecological Environment Bureau in that year. According to
the assessment results, a total investment of RMB 2.842 million was made in the implemented programs, with economic
benefits of RMB 6.13579 million, electricity saving of 4.4585 million kWh/a, steam saving of 13,000 t/a, and water saving
of 1,500 t/a, laying a solid foundation for environmental management.

I Environmental Management System

Hengfeng Paper adheres to the mission of " To create a permanent, prosperous
and green home ", actively responds to national and industry environmental
protection policies, establishes ISO 14001 environmental management sys-
tem, formulates strict environmental management standards, and identifies and

responds to the impact of the Company's operations, products and services Mudanjiang Hengfeng Paper Co, Ltd
on the environment. We are committed to carrying out effective environmental 3

8B/T 24001-2016/150 14001:2015
protection actions in all aspects, tracking and monitoring both the production ,".:J:‘”'%.mg;j”:wzm
processes and the discharge of pollutants, and continuously improving our envi- P redion v rlted menagementaciviies

o cortcste changed noverber 21, 2026

ronmental operational performance.

In 2024

the Company maintained the ISO 14001 energy management system valid.

MANAGENENT SYSTEM
ozt M

onas

Certificate of ISO 14001 Environmental Management System

Environmental management organization

The Company has implemented a responsibility system for environmental protection, and clarified the environ-
mental protection responsibilities at all levels, specifically from the Company to the operation teams, or from the

leaders to the operators. We set up an environmental management department, which is responsible for the
Company's environmental management work. The department has formulated environmental policies and strat-
egies, and clarified the commitment to environmental protection and the principles of environmental manage-
ment, including plans, document management, operational control, and emergency preparedness and response,
promoting the implementation of environmental management system. We set up environmental management
objectives and indicators, further clarify the environmental responsibility of each department, and promote the
stable operation of the environmental management system.

In 2024

the Environmental Management Department played a good role in organizing and leading the Company’s
environmental affairs.

Prevention and control of environmental risks

In order to effectively prevent and reduce the environmental emergencies, and to control, mitigate and eliminate
the hazards caused by environmental emergencies, the Company has strictly complied with the Emergency Re-
sponse Law of the People's Republic of China, the Management Measures for Emergency Response Plan and
other laws and regulations. It has set up a sound environmental risk prevention and control mechanism. The En-
vironmental Management Department identifies possible environmental risks, conducts regular inspections on
environmental hazards, develops rectification plans, urges all departments to rectify the associated problems,
and supervises the implementation of rectification measures.
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The Company conducted a comprehensive inspection on environmente

In July 2024, in order to give a new look to Hengfeng, the Company conducted an inspection on environmental
management. This event was intended to create a clean and comfortable working environment for all employ-
ees through meticulous environmental management and thorough cleaning, but also embodied the positive spir-
it and green development concept of the Company.

I Environmental information disclosure

Hengfeng Paper has disclosed its environmental information through multiple channels to deepen the public
understanding of its environmental management, enhance the transparency of the Company and strengthen the
social trust. The Company has set up "Environmental Protection", "Water Management" and other sections on
the website, which primarily focus on the information concerned by the public, society and the market. We se-
lectively disclose the key and conclusive environmental information, including GHG emission reduction targets,
GHG emission reduction activities and water management, so as to visually reflect to the public in a comprehen-
sive and detailed manner the Company's compliance with ecological and environmental laws and regulations
and its environmental governance. In the future, we will further strengthen communication with government
regulators, industry, society and other parties to promote the standardization and normalization of environmental
information disclosure.

Performance in Environmental Management

Indicator 2024 2023 2022
Percentage of operational sites undergoing specific risk assessment % 100 100 100
Investment in environmental protection RMB 10,000 | 1716.44 1752.29 1909.96

Standardization of Pollutant and Waste Treatment

The Company has regarded compliant emissions as the basic standard of environmental management, and always
managed pollutants and wastes from production and operations with a highly responsible attitude, thereby reducing the
impact of pollutants and wastes on the environment. We have formulated internal management measures and standards
such as the Regulations on Supervision of Wastewater Discharge and Waste Gas Emissions and the Regulations on
Waste Management, actively prevented and controlled the pollutants and wastes, and achieved emission and waste re-
duction on the basis of ensuring that emissions meet the environmental standards of the operational location.
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Wastewater Treatment

The Company's wastewater mainly includes tail water generated from the paper making process and waste water dis-
charged from help pulp production. The wastewater treatment system was built in 2000, with a processing capacity of
30,000 tons/day. It can treat the wastewater by the primary coagulation and sedimentation and the secondary activated
sludge process. After pre-treated with a grid, the wastewater is raised to the mixed reaction tank for mixing. After adding
chemicals, the wastewater is sent to the primary sedimentation tank for coagulation and sedimentation, and the effluent
is sent to the biochemical tank for biochemical treatment. The sludge sediment in the primary sedimentation tank and the
remaining biochemical sludge in the biochemical tank are concentrated in the sludge concentration tank, and then com-
pressed and dehydrated. After dewatering, the sludge is disposed of.

An intelligent environmental protection project is initiated
by the Company for the Water Supply and Drainage Plant,
with a distributed control system (DCS) installed. With the
DCS, the Plant can monitor the process parameters of the
water supply and drainage system in real time, commu-
nicate with the third-party data, providing sufficient basis
for scientific decision-making and facilitating to build an
efficient, energy-saving, green and eco-friendly intelligent
plant.

Functions of Intelligent Environmental Protection Project

e Use on-line monitoring equipment to monitor turbidity and pH value of the inclined plate sedimenta-
tion tank in real time, and get to know the changes in water quality quickly.

LELET TR E L) e Make effective adjustments as per the data collected by the automatic distributed control system to

improve the efficiency of water quality treatment and achieve the trend control of production water sup-
ply indicators.

e Monitor the key parameters such as chemical oxygen demand and pH value through synchronous
communication with the DCS control system via the PLC.

LA IR L L e According to the incoming water, timely adjust the process and the dosage to achieve effective treat-

ment, prevent against the hidden danger of substandard discharge caused by delayed adjustment, and
avoid waste of water treatment agent and energy.

N
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Performance in Wastewater Treatment

Indicator Unit 2024 2023
COD Ton 236.71 164.73 75.63
Ammonia nitrogen Ton 12.36 7.27 8.54

Waste Gas Treatment

The exhaust gas mainly comes from boiler flue gas in the Company. We adopt two-stage electric field, two-stage bag
dust removal, desulfurization with calcium injection in the furnace, and SNCR (urea) denitrification to minimize the impact
of exhaust gas on the environment. We have installed online automatic monitoring equipment at the exhaust duct, and
the monitoring data is uploaded to the national pollution source supervision platform in real time so as to ensure that the
emission is up to the standard.

-

Desulfurization Facilities Online Flue Gas Monitoring Equipment
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Hengfeng Thermal Power completed the ultra-low emission transformation project for flue gas in December 2024, us-
ing DSC dry purification of coal-fired flue gas and such processes as desulfurization, denitrification and dust removal to
achieve multi-pollutant collaborative treatment. After the transformation, sulfur dioxide, nitrogen oxide, particulate matter,
etc. are up to standard and better than the standard, significantly improving the boiler flue gas treatment, and optimizing
the safety performance of boilers and environmental protection equipment.

Performance in Waste Gas Treatment

Indicator Unit 2024 2023 2022
Nitrogen oxide Ton 152.26 213.57 318.16
Particulate matter (PM) Ton 17.54 21.59 34.18
Sulfur dioxide Ton 142.09 177.38 241.12

Waste Treatment

The Company has strictly implemented the requirements of the Regulations on Waste Management, standardized the
waste management methods and processes, evaluated the comprehensive utilization of industrial solid waste, promoted
the standardized, green, and large-scale development of the comprehensive utilization industry of industrial solid waste
resources, improved the technology, efficiency and scale expansion for the comprehensive utilization of industrial solid
waste resources, truthfully recorded the types, quantities, flows, storage, utilization, disposal, and other information of in-
dustrial solid waste generated, and achieved traceability and query of industrial solid waste.

We have adhered to the principle of "minimization, recycling, and harmlessness" in waste management, classified and
disposed of waste, promoted waste recycling, and achieved comprehensive utilization of waste.

We have developed different disposal methods for different types of waste.

Types Treatment Methods

Fly ash and slag from thermal power

company Comprehensively utilized by third party as per standards

Processed by cooperative third party into low-grade decorative cardboard, or trans-

Lime sludge from drainage treatment ferred to cement plant for producing desulfurizer, etc.

General waste that can be classified and

Sold for reuse
recycled

Unusable general waste Transferred to urban household waste management station for disposal

The Company pays particular attention to the treatment of hazardous waste, and manages all nodes of hazardous waste
such as generation, storage and transfer. Moreover, we strengthen the front-end control of hazardous waste generation,
standardizes the process of hazardous waste storage and transport, constructs hazardous waste storage warehouse,
hands the waste over to a qualified third party for treatment, and retains the records of waste transfer. We have made de-
tailed regulations for the transfer time, condition and protective measures of hazardous waste.

Performance in Waste Treatment

Indicator Unit 2024 2023 2022
Industrial solid waste
Total amount of industrial solid waste generated Ton 94658 107371 98797
Amount of industrial solid waste recycled Ton 94658 - -

Hazardous Waste

Total amount of hazardous waste generated Ton 11.467 10.15 14.215
Amount of hazardous waste transferred Ton 11.467 10.15 14.215
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Noise Abatement

The Company comprehensively strengthens the daily monitoring and supervision of noise in accordance with the Law
of the People's Republic of China on Prevention and Control of Noise Pollution, the Emission Standard for Industrial En-
terprises Noise at Boundary, and other laws, regulations, and industry standards. In terms of equipment selection, the
Company prioritizes low-noise equipment to reduce noise pollution from the source. We set up safety warning signs and
soundproof boards in noisy environments to reduce noise transmission. We also provide employees with noise-proof ear-
plugs and check whether they wear them during pre-shift meeting.

i

- .
undproof Boards Noise-proof Earplugs

Noise Safety Warning Signs and So

Optimization of Resource Utilization

Water Resource Management

Water is an essential resource for developing and sustaining economic
health and prosperity, and for ensuring human health and well-being. Heng-

feng Paper is committed to implementing a sustainable water management Certificate
strategy, collaborating with various stakeholders in an open and transparent ) Alfancnfor WatorShewariai (AWE)

. . . . . International Water Stewardship Standard Version 2.0
manner, and achieving environmentally sustainable and economically bene- At R o, Awsanorra

ficial development and utilization of water resources. S
Certificate Holder: T o Hengteng Paper Co, i

Fﬂ“@&%ﬁi‘kﬁa. ‘Yangming District, Mudanjiang City,
. . . . . Kioiont s
The Company has actively introduced the international sustainable water Cpason Adiss

i . ﬁ:i&hﬂ:'rgf;’rgﬂlmﬁ,hmmimDmnu.MudunimngCny‘
management standards (AWS), developed a set of scientific and reasona- o v s ..
ble water sustainability program (WSP), established a well-developed water e s A
resources management system, did a good job in water resources man- s W"E
agement, sustainable water balance and water quality management, and e !
made a commitment to the world on sustainable water management. The vy e ot o 20250120

Company sets up a sustainable water management committee to decide on

i

H

i

g 2025-01-20 3
the work of sustainable water management. The members of the Commit- !
tee come from all departments and levels of the Company. According to the §
requirements of the Guidelines for International Sustainable water manage- : WA Hkone (1)) A Tovaneiniana®
ment, they have developed water sustainability programs, and tracked and : - s p—
implemented the identified actions. Relevant personnel from other depart- AWS Certificate

ments provide support and are responsible for their own sustainable water
management indicators or projects. The plant management evaluates and
provides recommendations on sustainable water management. Hengfeng
Paper passed the AWS certification in January 2025, and was the first
paper enterprise to be certified by the AWS.
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Head of Sustainable Water Management

Li Enshuang

|

Guo Yingying
6886523

|

Guo Yunpeng

6886802

Li Guannan

Information Coordination of Gov- Energy and Environ-
Disclosure ernment Affairs mental Management

Wu Qingsheng
6886901

Production Water and Supplier Man- System Man-
Wastewater Management agement agement

Liu Yingzheng
6886840

Li Chuntao
6886641

Liu Zhenyi
6886586

Energy Management

Energy Management System

ergy efficiency, reduce GHG emissions and save resources, promoting the Com-
pany's green transformation. According to the requirements of ISO 50001 energy
management system, we have established the processes and standards of en-
ergy management to create a sound energy management system and vigorously
promote the Company's energy conservation, consumption reduction, and green
development.

In 2024

the Company maintained the ISO 50001 energy management system
certificate valid.

The Company has strictly implemented the national energy conservation law and
the relevant provisions of local governments on energy conservation and GHG
emission reduction. We set up a leading group and a working group for energy
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CERTIFICATE OF MANAGEMENT SYSTEM FOR ENERGY
e No.QOS2EN2273ROM
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“This s o certify that the Management Sysiem for Energy (EnMS) of

MUDANJIANG HENGFENG PAPER CO., LTD.
{RegistercaOperation Add: No,I1, HENGFENG ROAD, YVANGMING DISTRICT, MUDANJIANG CITY,
GHIANG PROVINCE, o

R GBT: R RBIT 1182014 {REREH
R WHEELWNEZR) .

1182014

ey i pulp and paper plants.
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This certificate is valid to the following scope for EaMS: *DESIGN AND DEVELOPMENT,
PRODUCTION PROCESS OF SPECIALTY THIN PAPER (CIGARETTE RELATED
INDUSTRY PAPER, WRAPPING PAPER, PRINTING PAPER, AND DECORATION BASE
PAPER) RELATED ENERGY MANAGEMENT ACTIVITIES*.

AAUETHIHMIE: 20254E 1 H6H.
This certificate is valid unti: 6 July 2025,

[T —————

conservation and GHG emission reduction, which are headed by the general
manager and deputy general manager. We also establish a "three-level network"
for energy conservation technology supervision based on the support of dedicat- S o

L \4):1;

EnMS Issued by: Tian Wei

ed energy conservation engineers and professional supervisors. The Company ‘
releases the plans and schedules for energy conservation and GHG emission re-
duction at the beginning of each year, analyze and summarize the GHG invento- certificate of ISO 50001 Energy Manég‘emem
ries and check the implementation effect per month, and constantly optimize and System

improve the scientific energy conservation management system. In daily manage-

ment, we take the energy conservation publicity week as an opportunity to collect the suggestions on minor reforms and ra-
tionalization for energy conservation and emission reduction, and give awards to the implementable suggestions, encouraging
everyone to brainstorm and jointly invest in energy conservation and emission reduction.

Organizational Chart of Sustainable Water Management System

Sustainable Water Management Committee Mudanjiang Hengfeng Paper Co., Ltd.

Hengfeng Paper has integrated the concept of green energy conservation into all

aspects of product design, production, manufacturing, etc., striving to improve en-

In February 2023, we launched a project to develop an intelligent energy management and control platform. The platform was
formally put into operation in December of the same year. It is composed of five modules, namely, energy consumption man-
agement, equipment management, production management, early warning management and energy efficiency management,
which can provide a basis for the Company to realize scientific energy management. We will continue to upgrade the intel-
ligent energy management platform and optimize the energy data analysis and visualization functions, so that we can more
quickly and accurately identify the anomalies in energy consumption, audit the abnormal energy consumption, and guarantee
the safety of energy consumption.
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The Company has conducted in-depth study on each link, identified potential water-saving points, optimized water utili-
zation processes in pulp preparation, spraying, washing, printing, and other links to reduce water consumption. We have
also introduced and applied advanced water-saving technologies and equipment, such as tail water recovery system,
high-pressure mobile point-jetting cleaner, and multi-disc tail water recovery technology, to improve the recycling rate of
water resources. Moreover, we have established a sound tail water reuse system, which can use the treated wastewater

Bt ik

13087.09
M (ewh)

for non-critical water consuming step in the production process, such as cooling and washing, so as to reduce water con- Sl - s -618.25
. ¥ iy (m*)
sumption.

Intelligent Energy System

I Energy conservation and consumption reduction project

Performance in Water Consumption

Indicator Unit 2024 2023 2022
. As a manufacturing enterprise, we have continued to explore the potential of energy conservation and con-
Total water consumption Ton = 4607546 3900045 3514998 sumption reduction, and launched a series of projects, effectively reducing energy consumption and improving
‘ Recycled water amount Ton = 691132 1088047 394962 SIS EUIERI
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List of Energy Conservation and Consumption Reduction Projects

ltems

Waste heat utilization

Contents

e Install advanced equipment to recover low-grade waste heat lost from the circulating water
of the steam turbine in the cooling tower, and heat the clean water used in the plant during
winter, so as to reduce steam consumption in production;

e |nstall a flexible-tube heat exchanger at the tail flue of the 7# furnace, using the waste heat of
the flue gas to heat the clean water and recover the waste heat from the discharged flue gas;
¢ After the above projects are completed, the annual heat recovery can be up to 30,231 GJ
(equivalent to 11,058 tons of steam).

Steam saving and con-
sumption reduction

¢ Optimize the steam condensing system of 2 paper machines (T2#, PM15) to save steam and
reduce consumption;

¢ Upgrade the steam condensation, insulation and condensate recovery system of the external
wire mesh of 2 paper machines (PM16, T6#) to reduce the loss of heat;

* Replace the steam cylinders of 2 paper machines (PM16, T6#) and improve the syphoning
device to improve the operating efficiency;

e Saving 3,625 tons of steam each year.

Upgrade and improvement
of ventilation system

¢ Optimize and replace the enclosed air hood drying and heat recovery system of T1# paper
machine, improve the ventilation system of the production plant, and enhance the moisture
removal effect of the paper machine’s air hood;

e Saving 493 tons of steam each year.
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Rooftop PV Module Green Electricity Certificate

Upgrade and improvement
of 8# paper machine’s
press section

e Upgrade and improve the pressing and dryer sections of 8# paper machine to reduce heat
consumption in subsequent drying, reducing the overall steam consumption by more than 8%;
¢ Saving 1,220 tons of steam each year.

Performance in Energy Consumption

Indicator Unit 2024 2023 2022

Total energy consumption 10,000 tons of standard coal| 13.39679 13.76537 13.42350

Amount of green electricity purchased kWh 30400000 / /

Intelligent and green trans-
formation for power saving

e Introduce and apply digital and intelligent energy-saving technologies to improve the overall
control level of the paper machine, ensure the control system of the Company's key cigarette
paper machines (12#, 16#, 21#) operates in a safe and reliable way, improve the operation
rate , and reduce power consumption;

* Saving 654,700 kWh electricity.

PV power kWh 5106343 / /

Energy-saving air suspen-
sion fan

e Install high-efficiency and energy-saving air suspension fans in the drainage system to saved
energy.

I Introduction of renewable energy

In response to the relevant national initiatives, Hengfeng Paper has regarded the introduction of renewable en-
ergy as an important means to achieve energy conservation and GHG emission reduction. The Company has
scaled up the layout of renewable energy sources, installed rooftop PV power facilities, and gradually reduced
the use of fossil fuels. In addition, the Company has actively purchased green electricity and continuously opti-

mized the energy mix.

In 2024

the Company generated 5,106,343 kWh of photovoltaic power and purchased 30,400,000 kWh of

green power.
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Climate Change Response

Strategies and Objectives

It is a new challenge and a new mission for Hengfeng Paper during its course of developing into an international first-
class enterprise to tackle climate changes and enhance climate resilience. We have integrated climate actions into the
Company's development strategy, prepared the Work Program for Peak Carbon Dioxide Emissions and Carbon Neutral-
ization, set up a “Dual Carbon” leading group and promotion office, regularly analyzed the Company's GHG emissions,
and actively sought ways and means to reduce GHG emissions.

In combination with the systematic guidance of the Task Force on Climate-Related Financial Disclosure (TCFD), we have
actively filled out the CDP questionnaire and done a good job in climate information disclosure, so as to comprehensively
understand its own GHG emissions, assess climate change risks, and help the Company formulate low-carbon strate-
gies. In 2024, we was rated as Management Level (B) in the CDP Water Security and Climate Change Question-
naire, ranking among the top 3% of disclosed companies, which demonstrates Hengfeng Paper's proactive ac-
tions in combating climate change and advancing sustainable water management, and highlights our steadfast
commitment to sustainable development. We joined the Science Based Targets initiative (SBTi) in August 2023,
committing to set the latest science-based emissions reduction target against 1.5°C. In November 2024, the
Company was rated as the first special paper enterprise with clear science-based carbon targets.

71



Focus on Green Development to Build a Low-carbon Future Q&= 12024 Sustainable Development Report

% Case Hengfeng Paper became the first special paper enterprise with clear sc

“ ‘ DP In November 2024, the SBTi publicized the verification results of Hengfeng Paper's science-based carbon
targets on its website. Under the guidance of the Committee, Hengfeng Paper's carbon reduction target is to

"reduce total emission of Scope 1 and 2 by 42% and reduce the emissions of Scope 3 by 25% from a FY 2023
base year to FY 2030". This marks that Hengfeng Paper has become the first special paper enterprise with clear
science-based carbon targets in China, and fully demonstrates Hengfeng Paper's determination to cope with cli-
Thank you again for your disclosure in 2024. You are part of a record 24,800+ mate change and achieve "peak carbon dioxide emissions and carbon neutralization".
organizations that are using data to drive Earth-positive decisions, paving the
way to an Earth-positive future.

SCIENGE .
BASED (0
Data is critical to power the transformative shift our planet and economy need. TARGETS \
The data from disclosure is being used by a wide range of stakeholders — AT B AN APPROVED —
across finance, procurement, investment, and policy — driving transparency to NEAR-TERM SCIENCE-BASED TARGETS
action.

The Science Based Targets initiative has validated that the science-based greenhouse gas
emissions reductions target(s) submitted by Mudanjiang Hengfeng Paper Co., Ltd conform

We are D|E‘356d to share your 2024 CDP thematic SCOFE{S:II with the SBTi Criteria and Recommendations (Criteria version 5.2).

SBTi has classified your company's scope 1 and 2 target ambition as in line with a 1.5°C

trajectory.
+ B for Climate e

The official near-term science-based target language:

» B- for Forests
Mudanjiang Hengfeng Paper Co., Ltd commits to reduce absolute scope
1 and 2 GHG emissions 42.0% by 2030 from a 2023 base year.

Mudanjiang Hengfeng Paper Co., Ltd also commits to reduce absolute

» B for Water Security scope 3 GHG emissions 25.0% within the same timeframe.

You can also access your category scores and disclosure badges below:

DATE OF APPROVAL

8 November 2024
Access your category scores

feEeEs yauy S5 d Iisciosiie barng GHG emission reduction target of Hengfeng Paper

Reduce the absolute emissions of Scope 1 and 2 by 42% from a FY 2023 base year to FY 2030

CD P 5':“ rE Reduce the absolute emissions of Scope 3 by 25% from a FY 2023 base year to FY 2030.

GHG emission reduction strategy roadmap of Hengfeng Paper

ACDP

In 2023, establish a GHG emission inventory for the base year;

Discloser
2024

By 2026, reduce the absolute GHG emissions of Scope 1 and Scope 2 by 18%, and reduce the GHG
emissions of Scope 3 by 10.7%;

By 2030, reduce the absolute GHG emissions of Scope 1 and Scope 2 by 42%, and reduce the GHG
emissions of Scope 3 by 25%.
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Focus on Green Development to Build a Low-carbon Future

Implementation Path of GHG Emission Reduction of Hengfeng Paper

e Upgrade production equipment to reduce energy
consumption

¢ |Innovate production technologies

i eImprove boilers for ultra-low emission

*Recycle boiler exhaust

¢ Improve the Company's intelligent energy management
system

¢ Keep the offices low-carbon and energy-saving

{ Reduce own energy con-
: sumption

Implementation path of
self-operated emission re-
duction

i eImprove the distributed PV system on the plant roof

* Promote the Company's wind power construction
projects

e Actively participate in green electricity and green
certificate trading

Increase the proportion of
! green electricity usage

¢ Key suppliers provided Hengfeng with their Scope 1
and 2 GHG emission data

e Key suppliers provide product carbon footprint to
! Hengfeng

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

Acquire supply chain related
: data

Implementation path of
GHG emission reduction | Develop low carbon stand-
across supply chain ards for supply chains

e Encourage suppliers to disclose energy consumption
data

¢ |ncrease emission-related indicators

i eUpdate supplier selection criteria

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

i e Provide knowledge and skills support related to
i GHG emission reduction to suppliers through supplier
conference, supplier training, etc.

Competence co-development

GHG Management

Hengfeng Paper has prioritized GHG management as a pivotal development strategy. By referring to the GHG account-
ing standards such as ISO 14064 and GHG Protocol, Hengfeng Paper has compiled and issued the GHG Inventory Con-
trol Procedure, standardized the GHG emission accounting process, and ensured the accuracy of activity data, emission
factors and global warming potential value (GWP value), so as to ensure that GHG inventories and GHG reports com-

ply with the principles of relevance, completeness, consistency, accuracy
and transparency. We also assess the performance in addressing climate SttementofContomny S 063 jﬁ&

Greenhouse Gas Verification Statement
h n . ‘The inventory of Greenhouse Gas emissions in 01 Jan. 2024 to 31 Dec. 2024 of
change MUDANJIANG HENGFENG PAPER CO., LTD

Business a No. 11 Hengfeng Road, Yangming District, Mudanjiang City.
He hina

1 Hengfeng Road, Yangming District, Mudanjiang City,

The GHG inventories for 2024 were verified and validated, with a ,:gwo 14064_':2";1':““ '
year-on-year reduction of 177,669.51tCO2e S

Indiroct Emissions from Importod Enorgy [Catogory 2]

from Transportation [Category 3]
90,200.35 tonnes of COz0.

by [Category 4]
157,365.69 tonnes of COzo

Performance in GHG Management

Total Emissions Quantifiod
730,236.79 tonnos of COz0

Indicator Unit 2024 2023 2022

Total GHG emissions tCO,e | 730236.79 907906.3 /

— Direct GHG emissions (Scope 1) tCO,e | 318539.27 | 319828.02 /

— Indirect GHG emissions (Scope 2) = tCO.,e 93430.20 114735.07 /

— Indirect GHG emissions (Scope 3) | tCO,e | 318267.32 | 473343.23 /

ISO 14064 Certificate for 2024

4
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We refer to the ISO 14067 standard and conduct product carbon footprint verification with the help of third-party profes-
sional organizations, providing support for the continuous improvement of product environmental performance. We have
prepared 5 product carbon footprint reports (25g cigarette paper, 24g 4800CU high-permeability filter plug wrapping pa-
per, 279 filter plug wrapping paper, 36g cigarette tipping paper, and 78g hard drip tip wrapping paper).

Insistence on Green Operation

Green Culture

Hengfeng Paper is committed to creating a green culture and strengthening green concepts. The Company actively car-
ries out activities such as scavenging, planting trees and clearing weeds to jointly guard the green home. We initiate var-
ious forms of environmental themed publicity and training activities to enhance employees' awareness of environmental
protection and build a green and sustainable future.

Hengfeng organized "Embracing Nature, Realizing Sustainable Deve
and tree-planting activities.

In April 2024, in order to implement the concept of green development, Hengfeng organized, scavenging, hik-
ing, and tree planting activity with the theme of "Embracing Nature, Realizing Sustainable Development". In the
activities, employees enthusiastically picked up plastic waste and rubbish, and planted trees to add new vitality
to Hengfeng. The Company took this event as a good start towards sustainable development, and in the future,
it will continue to hold various forms of activities to contribute to green development together.

\

e Y
»

et e |
F-

Environmental Management Training
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Focus on Green Development to Build a Low-carbon Future

Green Transport

We attach great importance to the role of green transport in green development, and increase the proportion of clean
transport by optimizing transport routes, adopting environment-friendly transport tools, improving vehicle loading capacity,
and developing multimodal transport.

* Select the shortest and smoothest route based on big data and intelligent planning software to

Optimize transport routes reduce transport mileage, energy consumption, and exhaust emissions.

Adopt environment-friendly

*Use new energy transport vehicles to significantly reduce pollutant and GHG emissions.
transport tools

¢ Reasonable arrangement of the spatial layout of goods and make full use of the volume of

Increase vehicle loading transport vehicles so as to carry more goods each time and decrease the number of transports

capacity ! and energy consumption.

) i e Integrate various transport modes such as highways, railways, waterways, and aviation
Develop multimodal trans- i organically. Prioritize rail or water transport, which have lower energy consumption, for long-
port i distance transport, and adopt road transport for "last-kilometer" delivery, which can effectively

reduce energy consumption and pollution.

Transport by Battery Truck

Green Packaging

In the initial design phase, the Company considered the reuse, optimization, and easy recycling of packaging materials,
exploring sustainable packaging from the source. We further practice the concept of green packaging by reusing pack-
aging materials and using more eco-friendly alternatives. We advocate our customers to use recyclable trays instead of
disposable trays to reduce resource consumption.

76

Q&= |2024 Sustainable Development Report

In 2024

Hengfeng used a total of 1540 sets of recyclable trays to replace 3544sets of disposable trays.

In addition, products such as Bible paper, food wrap paper and tipping paper for cigarette are all made by automatic
packaging line. Kraft paper packaging is used instead of plastic tensile membrane wrapping, improving packaging effi-
ciency, which not only improves the packaging efficiency, but also reduces the use of plastic products.

In 2024

we reduced the use of plastic tensile membrane by nearly42tons

Green Office

The Company has implemented the concept of green office in all aspects of daily operations, established a sound green
office mechanism, and encouraged the participation of every employee to create a favorable atmosphere of green office
for all staff.

Green office measures

4 N

¢ Classify and recycle paper, cartons, plastics, iron and aluminum cans, etc., and classify and reduce the garbage;

e Persist in double-sided printing, save paper, promote paperless office, and reduce printing frequency;

*\When using office equipment such as computers, printers, copiers, and shredders, set them in "Eco Mode" to reduce standby
energy consumption and extend their service life;

¢ Use more paper clips and staples, but less benzene-containing solvents, such as glue and correction fluid;

* Do not share one socket for electrical appliances with high power consumption, such as refrigerator and copier.

N /

Biodiversity Conservation

Biodiversity is one critical part of the Earth's ecosystem and an important basis for human survival and development.
As a paper enterprise, Hengfeng Paper works with the concept of respecting nature and actively promotes biodiversity

conservation. We prioritize the procurement of FSC-certified raw materials, [

particularly wood pulp, and advocate for wood pulp suppliers to practice the (e R
sustainable forest management, ensuring that the final products come from L‘;’gggé‘g_’,‘f}f"““e
certified and well-managed forests, so as to avoid over-harvesting and dam- e
age to the ecological environment, maintain the ecological functions of the e oty st

Purchasin of FSC i ard FSC contrled wod ol mamdackr (v sy rd et
o) nd sl FSC i FSC corobd e e i e o pckag, et
g, e g Ltk papr an oo W ape

forests, and conserve the biodiversity of the forests.

In 2024 s, S
e

we maintained the FSC certificate valid.

Hengfeng Paper places emphasis on selecting suitable tree species and
employing scientific methods to expand green areas. Adhering to the require-
ments related to the ecological environmental protection and the ecological
management of industrial and planted forests, the Company controls and
mitigates adverse impacts on the environment through the processes of land
preparation, afforestation, nurturing, harvesting, and regeneration, so as to
maintain the stability and safety of biodiversity and ecosystems. FSC Certification
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% Case Hengfeng held the ninth meeting of the Seventh Congress of Workers and

In February 2024, Hengfeng held the ninth meeting of the Seventh Congress of Workers and Staff. The meeting
centered on the spirit of keeping truthful and practical. The representatives made speeches and exchanges on
strategy implementation, innovative development, product quality, system construction, talent enhancement,
workplace safety and other issues, jointly planning a better future for Hengfeng.

Hengfeng Paper always believes that employees' sense of belonging and achievement is the cornerstone
of its sustainable and healthy development. For a long time, the Company has adhered to the principle of
equal employment, respected and safeguarded the rights and interests of every employee, provided them

a competitive salary and welfare system and a broad development platform, and shared the development
achievements with them. Moreover, the corporate development is base on the premise of ensuring the
health and safety of our employees. We are committed to becoming a model of occupational health and

safety management.

% Case Hengfeng’s labor union launched "Cool Summer" condolence activity.
. y . .
Protection of Employees’ Rights and Benefits In July 2024, the Iabor union visited the homes
of employees and carried out the "Cool Sum-
Human RIghtS Protection mer" condolence activity, delivering heatstroke

prevention and cooling supplies to the employ-
ees. The union carefully purchased sunscreen
and heatstroke prevention products, and
advised outdoor workers to take personal pro-
tective measures, safeguarding the happiness
and health of employees.

Hengfeng Paper has strictly observed such international conventions, laws and regulations as the Universal Declaration
of Human Rights, the Core Conventions of the International Labour Organization, and the Labor Law of the People's Re-
public of China, and signed labor contracts with employees according to law, ensuring to respect and protect their basic
human rights.

The Company has recruited any employees in an equal and fair manner, incorporated equality and non-discrimination
into the procedures of recruitment, onboarding, promotion and offboarding, and provided fair and equitable development
opportunities for every employee, gathering talents to build a world-class enterprise. We have always prohibited child
labor, resisted all forms of forced labor, and fully safeguarded the dignity of employees. We are also resistant to harass-
ment, including psychological, sexual and verbal harassment. Furthermore, we promise not to discriminate any employee
for the reason of race, age, gender, sexual orientation, ethnicity, disability, religious belief, etc., and strive to build equal

and harmonious labor relations. % Case Hengfeng Labor Union launched “Warm Winter” activity.

In 2024

To deliver the warmth and strength of Hengfeng to employees, the labor union launched the “2024 Warm Win-
ter” activity. The Company prepared ear muffs, gloves and other thermal supplies for employees. In the future,
the labor union will continually uphold the business purpose of "employee satisfaction", and strive to create a

we found no violations of employees' human rights.

Performance in Human Rights Protection more warm and harmonious working environment for employees.

Indicator 2024 2023

Proven violations of employees' human rights Each 0 0 0

Democratic Management

Hengfeng Paper respects and protects employees' rights to equal consultation, collective bargaining and freedom of as-
sociation, and encourages employees to freely and fully express their opinions and suggestions. We have set up a varie-
ty of communication methods to collect the thoughts of employees. The employees can express their ideas through chan-
nels such as the smart union platform, union mailbox, company website, integrated media platform, and internal online
communication. We pay attention to the legitimate needs of our employees and develop targeted solutions to respond to
their needs.

I Labor union management
The Company establishes a labor union in accordance with the law, and organizes employees to elect the

chairman of the union, the members of the union committee and the members of the funding review committee I Employee satisfaction survey
by secret ballot, fully safeguarding employees' democratic rights such as the right to information, participation,
expression and supervision. We always, on an equal basis, negotiate and resolve any issues concerning the

vital interests of employees such as wages, benefits and labor safety through labor union meeting and other

We regularly conduct employee satisfaction surveys to understand employees' satisfaction with the Company,

forms, and applied the concept of democratic management to every aspect of daily operations, continuously leadership team, departments, and corporation atmosphere. We regard the survey results as a key reference to
enhancing the transparency of the Company. In addition, the labor union organizes various forms of employee improve the effectiveness of corporate governance, constantly optimize the working environment, and enhance
care activities, takes the initiative to be a listener and close friend to the employees, and interprets the catch- employees' happiness and sense of belonging.

word “there is a kind of warmth called labor union by your side” with practical actions.
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I Employee complaint

We respect the right of every employee to complain. When employees think that their legitimate interests are
violated, or have different opinions on the business management of the Company, or find that others violated
the Company's regulations, they can complain to the Company according to the procedure. Employees could
submit complaints in face-to-face and written way. After receiving employee complaints, responsible persons or
departments at all levels should immediately investigate them and feed back on the results to the complaining
employees to safeguard their legitimate rights and interests

Inclusiveness and Diversity

Diversity is an important source of corporate vitality. The Company adheres to the policy of diversified employment, re-
spects individual differences and unique talents, and strives to create a diverse, equal and inclusive (DEI) development
environment. We also care about the welfare of people with disabilities, fully evaluate all positions, provide job opportu-
nities with high job safety and low labor intensity for them, and help them integrate into the group and achieve personal
progress.

In 2024

we hired 22 employees with disabilities.

The Company has attached importance to the value of female employees, provided equal opportunities for women, and
encouraged them to explore and seize career development opportunities and achieve their life's potential. With the Em-
ployee Health Service Center as the venue, we have provided specialized physical examinations such as cervical and
breast cancer screening for female employees to strengthen their health protection. We have also organized themed
activities for female employees such as the "Women's Day" to fully demonstrate our care and respect for them, and to
stimulate their enthusiasm, initiative and creativity.
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Performance in Employee Diversity

Indicator Unit 2024 2023 2022
Total number of employees Person 2156 2067 2042
Number of vulnerable groups such as disabled employees Person 22 22 23
Percentage of vulnerable groups such as disabled employees % 1.02 1.06 1.13
Gender Structure
Total number of female employees Person 271 277 294
Proportion of female employees in the total workforce % 12.57 13.40 14.40
Number of executives (excluding Board of Directors) Person 10 8 9
Number of female executives Person 1 - -
Proportion of female executives % 10 - -
Number of Board of Directors Person 9 9 9
Number of female directors Person 1 1 1
Percentage of female directors % 11.11 1.1 11.11
Age Structure
Number of employees under 30 years old Person 354 307 303
Number of employees between 30 and 50 years old Person 1494 1449 1426
Number of employees over 50 years old Person 308 311 313

Educational Background Structure

Number of employees with master degree Person 29 30 25
Number of employees with bachelor's degree Person 483 453 432
Junior College Degree Person 753 687 665

Implementation of Welfare and Care

Compensation System

Hengfeng Paper has set up a salary system suitable for the development needs of the Company, providing employees
with market-competitive salaries and giving full play to the incentive effect of salaries. The compensation is oriented
towards improving market competitiveness and attracting more talents, and is also fair for internal employees, external
companies and other individuals.

The Company adopts broadbanding design, compares the impact of each position on the business performance and
operational efficiency, and determines the salary scale of each position based on job analysis and position evaluation.
During the reporting period, we continued to keep the compensation system scientific and rational, and stimulate the en-
thusiasm and creativity of employees with performance management, helping them improve their work level and abilities
while effectively enhancing the overall business performance of the Company, hereby achieving coordinated develop-
ment between employees and the Company.
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Compensation Structure

a N

Departmental incentives

Performance bonus

e Post salary

e Year-end bonus

Special bonus Wage for seniority

e Wage for skills/post rank e Allowance for night duty

Subsidy for health

e Other allowances

Overtime pay

Social security and housing provident fund

N /

Performance in Compensation and Benefits

Indicator i 2024 2023

Ratio of the annual total salary of the highest-earning individual to
. / 10 21 15
the annual median total salary of all employees
Gap between unadjusted average salary of male and female Y 1 1 1
employees °

Benefits and Care

We have kept all the employees in mind, cared about them, strove to build a comprehensive employee security system,
and endeavored to provide a comfortable working and living environment, allowing them to work healthily in a relaxing
and pleasant atmosphere. To further enhance the welfare of employees, we establish cultural and sports associations
such as Hengfeng Running Association, Reading Club, Photography Association, and Badminton Association. We also
actively organize a variety of employee activities in order to achieve a balance between work and life.

Recreational Activities Room \
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“Fitness Month” Series Activities in 2024 \

ﬁiﬂﬁlmsxm

L'Ia‘u,l

/ Long-Distance Running Competition

“I Celebrate Mid-Autumn Festival in Hengfeng” Themed Activities \
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“Nourishing Mind with Books, Shaping Soul with Culture” Exchange Activities in Hengfeng

'““-"il‘.
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Hengfeng conducted pre-holiday visits to convey heartfelt condolences.

On the eve of the Spring Festival in 2024, Hengfeng extended its festival condolences and New Year greetings
to the employees who were still on duty, in difficulties, on assignment or could not go home for the New Year on
business. This activity conveyed care and warmth to employees, fully demonstrating the people-oriented spirit
of Hengfeng.
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Hengfeng held the 2024-2025 water polo league.

In June 2024, the 2024-2025 water polo league of Hengfeng was grandly opened, and the participating teams
demonstrated extremely high economic level and group cohesiveness. This league showed the positive, united
and enterprising spirit of the company's employees, and enriched the spare time life of employees.

fag Case The Company carried out the “Song of Hengfeng” singing practice.

In August 2024, the Company organized a joint singing activity named "Song of Hengfeng", with the partici-
pation of employees of all departments. This activity deeply reflected the mission and vision of the Company,
expressed the common value pursuit, ideals and beliefs of Hengfeng staff, and added new vitality to drive the
high-quality sustainable development.

The Company held the 2024-2025 gas volleyball competition.

In November 2024, the Company held the 2024-2025 gas volleyball competition at Hengfeng Sports Center,
with the participation of 150 employees, demonstrating their love and pursuit of a healthy lifestyle. During the
competition, the contestants embraced the challenges in their optimum state. In the future, we will continue to
carry out a variety of cultural and sports activities to create a more harmonious and healthy corporate culture.
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Support for Employee Growth

Hengfeng Paper is oriented at talent development. It has established a sound training system and smooth career pro-
motion channels, helping each employee achieve self-development and laying a talent base for the Company's industrial
upgrading.

Employee Training

In order to effectively enhance the overall business capabilities of employees and create a scientific training system, the
Company has established Hengfeng College and built a comprehensive training platform. We have formulated the Im-
plementation Plan for Annual Employee Training, and provided employees with a full range of training courses, so as to
constantly improve their professional skills and comprehensive quality.

Hengfeng College was awarded the title of Heilongjiang Special P

In August 2024, Hengfeng College was awarded the title of Heilongjiang Special Paper Craftsman College.
Hengfeng College will continue to actively develop training resources, enrich training methods, make more
training efforts, expand the scope of training, constantly improve the quality and quantity of craftsmanship talent
training, and satisfy the learning and development needs of employees at all levels.
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Relying on extensive investigation and advanced training platform, we fully tap internal and external course resources,
develop personalized training plans for employees at different levels and positions, and train all kinds of qualified man-
agers and operators for the Company. Meanwhile, we analyze the training situation, continuously improve the training
management system, provide more targeted training programs, encourage employees to make continuous progress, and
help them develop in the long run.

In 2024

Hengfeng College conducted a total of99 training sessions including 73 sessions on operational skills

The percentage of employees receiving skills-related training waslooo/o

Focus on practical operation training, including the training on job duties, operation
procedures and professional skills for on-the-job employees

First-line operating post

Management and profes- Focus on management skills training, including the training on professional knowl-
sional pos edge, professional proficiency and leadership
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% Case Plant 7 conducted training on "printing skills improvement".

In May 2024, Plant 7 conducted training on "printing skills improvement", explaining in detail the standardized
operation, key points of safety technical regulations, common quality problems and equipment inspection re-
quirements. This training strengthened the understanding of printing section workers about their job responsibili-
ties, enhanced their professional skills, and laid the foundation for subsequent work.

The Technical Center conducted training on "basic knowledge of p

In order to enhance the understanding and skills of operators and technicians in the production process, techni-
cal principles, and quality control of coated paper, the Technical Center invited external experts to conduct train-
ing on "basic knowledge of pigment coating". This training provided a comprehensive and in-depth presentation
to help relevant personnel fully grasp the core points and technical processes of coated paper production, pro-
viding solid theoretical support for subsequent actual production.

89



Prioritizing the Principle of People Foremost to Gather the Power of Goodness

i

Case

The Manufacturing Center organized the second session of profes
training for senior technicians.

In order to build a highly skilled craftsman team that leads the development of the special paper industry, the
Manufacturing Center organized the second session of professional knowledge and skills training for senior
technicians in August 2024, with the participation of machine managers and wire section workers from the
plants. This training was closely related to the wire section and press section of the paper machine, gave in-
depth analysis on the detailed configuration, performance and working principle of the machine. The theoretical
knowledge was introduced with practical operations to ensure that the trainees had a good understanding of
them and improved their skills to a new level.

Case

Hengfeng held a training, discussion and sharing meeting for reserve ca

In October 2024, Hengfeng held a training, discussion and sharing meeting for reserve cadres in order to check
the training effect in enhancing the comprehensive abilities of reserve cadres. This meeting runs through the
theme of "forging ahead with original aspiration, contributing to new era with responsibilities", and the reserve
cadres made speeches, shared their gains from learning, training and practice from multiple perspectives. In
the future, Hengfeng will continue to create conditions and set up a stage for the promotion of reserve cadres,
achieving the purpose of pass-on, assistance and guidance.

Employee Development

Hengfeng Paper has implemented the rules and regulations such as the Implementation Plan for the Construction and
Management of Talent Team, the Management Measures for Occupational Skills Assessment and Appointment of Em-
ployees in Operational Positions, the Documentary Measures for Cadres Selection and Appointment of Hengfeng Group,
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and the Management Measures for Competitive Recruitment of Management Personnel in Hengfeng Group, so as to
provide employees with fair opportunities and smooth channels for employee development. We have set up career devel-
opment sequences in management, technology, operations, etc., and employees can be promoted through competition,
selection, recommendation, evaluation, and other methods. We guide employees in making career planning, and help
them choose a suitable career development path based on their interests and strengths, in order to achieve their person-
alized development.

I Career Development Channel
— . Senior . Deputy .
exd Technician g éisitan: md Engineer fmd Staff I;;:np;palr E:Ie; .
ginee Engineer ginee Engineer ginee

: Depart-
Principal [ ment
Staff 3 Principal
Member Post

Senior
Staff
Member

Section
Member

Operation

exd Officer == — ElENER

Post

Management Post

] DePuty BB | cader [ Section gﬁfzt'fon
B | eader ie

The Company has leveraged the driving role of skills competitions in talent development, and regularly organized voca-
tional skills competitions in the combination of theoretical testing and practical operation. The Company sets up a stage
for employees to grow up and become successful, aiming to promote the competition and exchange among internal
talents, create a good atmosphere of "comparison, learning, catching-up, helping, and surpassing", and provide strong
support for the development of the Company.

The Warehouse Department held a forklift skills competition called *P
Skills, and Exhibiting Charm".

To enhance the safe operation skills of forklift drivers, the Warehouse Department held a forklift skills competi-
tion on June 19, 2024. With careful planning, the Warehouse Department took the forklift skills competition as a
practical classroom of "promoting learning, training and practice by competition", which provided a platform for
employees to show their skills and learn from each other, and practiced the "Craftsmanship Spirit" advocated by
the Company.
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% Case Hengfeng held a skills competition for slitting positions.

In August 2024, the Hengfeng Skills Competition kicked off again, the slitting technicians from different positions
gathered together to showcase their exquisite skills in full enthusiasm and wisdom. On the field, the participants
were skilled and precise in operation, and the referees were strict and meticulous in judging. In the future, we
will enrich and expand the contents and forms of skills competition, and provide a stage for employees to show
themselves and improve their skills.

aEE e NE

Performance in Employee Training and Development

Indicator Unit 2024 2023 2022
Number of training sessions Time 99 105 125
Number of employees receiving training Person-time 4608 5314 4507
Average training hours per employee Hour 9.33 16.08 12.08
Training coverage rate % 100 100 100
Percentage of employees undergoing skills-related training % 100 100 100
Percentage of employees undergoing performance and career % 100 100 100

development assessments

Occupational Health and Safety

Management System

Hengfeng Paper firmly holds to the concept of safe development, and endeavors to provide strong support and protection
for the occupational health and safety of every employee. We have strictly complied with the Workplace Safety Law of
the People’s Republic of China, the Occupational Disease Prevention and Control Law of the People’s Republic of China,
and other applicable laws and regulations in the place of operation. We followed the occupational health and safety man-
agement policy of "people foremost, health and safety protection", formulated and updated the supporting management
systems, and continuously improved the construction of occupational health and safety management system.

In 2024

the Company maintained the ISO 45001 occupational health and safety management system
certificate valid.
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Achievements of Occupational Health and Safety in 2024

OCCUPATIONALHEALTH AND SAFETY NANAGENENT SYSTEW CERTIICATE e Zero fatal incident

Registration No. 02124S11323R5L.

Mudanjiang Hengfeng Paper Co., Ltd

Zero incident of 1,000 people injured seriously

GB/T 45001-2020/1S0 45001:2018
This certfcate is vald for the following scope:
Tobacco industrial paper, packaging paper, printing industrial
paper, medical & health paper product design, development,
ion and related ivities; Pulj
production and related management activities

Zero incidence of occupational diseases

2009 Th 2027

Zero fire incident

97 workplaces assessed and tested for occupational hazards

: November21,2024

HEWT
EEFEEW
NOANAGEVENT SYSTEM e 100% coverage rate for both annual occupational health

CNAS C021-+

examinations and occupational health records

Certificate 0 ISO 45001 Occupational Health

and Safety Management System
The Company has established an occupational health and safety responsibility system for all employees, set up a work-
place safety committee and a workplace safety office, formed an efficient management framework, and fully carried out
occupational health and safety management at different levels and categories, allowing every employee to participate in
it, ensuring that management measures are implemented in place, and resolutely ensuring to safeguard the bottom line.

Occupational Health Protection

The Company has actively implemented comprehensive and effective management measures and strengthened the
management of prevention and control of occupational hazards through the implementation of the Measures for the Man-
agement of Employees' Occupational Health, the Management Program for Occupational Health and Safety Targets,
the Regulations on Occupational Health Managements, etc., to prevent, control and eliminate occupational hazards and
safeguard the healthy rights and interests of employees.

I Detection of occupational hazard factors

We have entrusted a qualified occupational health technical service institution to test the occupational hazard
factors in the workplace, identify the existing occupational hazard factors, and analyze their hazard rating and
impact on workers' health. The Company has putted up the Test Report of Occupational Hazards in a prominent
position in the workplace, and set up occupational health warning signs to inform employees of relevant risks.
The Company has improved the production processes to reduce the occupational health hazards of the working
environment.

In 2024

the Company assessed and tested occupational hazard factors in 97 workplaces.

Occupational health examination

| We regard occupational health examination as an important means of preventing and treating occupational dis-

eases. For key posts involving potential occupational hazards, we provide employees with pre-job, on-the-job
and post-job physical examinations, and establish an occupational health monitoring file mechanism to record
their occupational health information. For employees with occupational contraindications, we transfer their po-
sitions in time and make proper treatment. For those found to have suffered health damage or in need of re-ex-
amination, medical observation or treatment should be arranged as recommended by the occupational health
examination institution.

In 2024

the Company's incidence of occupational diseases was zero, and the coverage
rate of occupational health examination was 100%.
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Performance in Occupational Health Examination I Prevention of repetitive strain injury (RSI)

Indicator Unit 2024 2023 2022 Repetitive strain injury (RSI) is an increasingly threatening factor to employee health. In order to effectively re-
duce, avoid and prevent the RSI, the Company is equipped with automated equipment such as AGV, electric

Number of employees diagnosed with occupational diseases Person 0 0 0 ) ) ] ) ) oo )
tray carriage, robot, automatic packaging machine, and automatic packaging line, which can reduce a large
Number of employees diagnosed with occupational contraindications Person 0 0 0 number of repetitive physical labor, lower the incidence rate of RSI, and protect the health of employees.
Coverage Rate of Employee Physical Exam (for positions with occupational hazards) % 100 100 100

Facilities & equipment Functions Pictures

I Labor protection Stack the packaged products neatly without human

AGV i operation, reducing manual labor and improving work
The Company provides employees with personal protective equipment (PPE) that meet the requirements of  efficiency
prevention and treatment of occupational diseases, and strictly guarantees that they meet national or industry |
standards. Employees must wear the PPE correctly when starting their job. Those who do not wear and use

the PPE as specified shall not work. We are also S )
equipped with occupational disease prevention
facilities and emergency rescue facilities, and regu-

larly i t them t thei [ tion. . o . o
arly inspect them o ensure their normat operation Electric tray carriage ; Do not require manual pushing, just control its direction

In 2024, the Company set up a special fund for the
budget expenditure of the PPE, and arrange dedi-
cated personnel to count and report the PPE num-
ber monthly required. The Workplace Safety Office
will approve the report, uniformly purchase the PPE
and distribute them.

Replace the manual stacking of paper trays after slitting,

Robot . . .
automatically identify tray numbers and stack the trays

Automatically package the stacked paper trays instead

Automatic packa -
P g of manual packaging

ing machine

Automatic packag- Convey the packaged paper tray by a chain conveyor to i
ing line the next station, reducing manual handling ’

Wearing Workwear and Safety Shoes Hazard Factor Monitoring Instrument
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= Case

The launching ceremony of the Publicity Week of Occupational Disease

Law was held by Hengfeng in Mudanjiang City.

From April 25 to May 1, 2024, the 22nd Publicity Week of Occupational Disease Prevention and Control Law
was held in Hengfeng, with the theme of “Adhering to Prevention as the Main Priority, Guarding Occupational
Health”. The Company took this activity as an opportunity to further implement the policy of “prevention first”,
and made efforts to improve the working conditions, so as to create a healthier and safer working environment
for the employees.

Workplace Safety Management

Hengfeng Paper firmly believes that workplace safety is the foundation for its healthy development. We have formulated
the Management System for the Withdrawal and Use of Workplace Safety Expenses, standardized the management of
special funds for workplace safety, and promoted the workplace safety in a standardized and regulated way, effectively
preventing and reducing workplace safety incidents and safeguarding the lives of employees.

I Dual prevention mechanism

We have made solid progress in the establishment of a dual prevention mechanism for multi-level control of
safety risks and identification and management of hidden hazards, regularly conducting safety risk identifica-
tion and hazard investigation, and improving the level of workplace safety. On the one hand, in order to prevent
and reduce the emergencies from the source, we have established a multi-level risk control mechanism, draw
a four-color map according to the risk level, and defined the control responsibilities and responsible persons at
all levels. We have also publicized information such as hazard source, risk notification card, and risk four-color
chart to enhance the safety risk prevention capabilities of all employees.

S [IX Bk 448 G W (B X &S o 4= S [DX duk) 448 &% I (B 2 <8

WHRE fEIEEE FHREA

Risk Bulletin Board
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Risk Four-Color Chart

On the other hand, the Company continually optimizes the investigation and rectification of safety hazards, and
investigates and manages hidden hazards in an all-round way. The hidden hazard investigation includes daily
workplace safety inspections, regular workplace safety inspection, seasonal and holiday workplace safety in-
spection, professional (special) workplace safety inspection, and comprehensive workplace safety inspection.
The Workplace Safety Office regularly summarizes and reports on incident hazards, and supervises the rectifi-
cation effect. We have formulated the Incentive System for Workplace Safety Management to mobilize all em-
ployees to participate in hazard management.

In addition, in order to effectively reduce the safety risks and hazards of special equipment, the Company con-
ducts regular safety inspections on special equipment.

In 2024

we completed safety inspections for 16 elevators, 61 forklift trucks, 24 cranes, 29 pressure
vessels, and 9 thermal medium boilers.
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Management of workplace safety incidents Emergency Dirill for Fire Incident in Quality Control Department N

The Company attaches great importance to the management of workplace safety incidents and continuously
implements the incident accountability system to prevent and reduce workplace safety incidents. In the event
of an incident, the responsible person is required to report to the Workplace Safety Office, Human Resources
Department and the manager-in-charge as soon as possible, immediately organize the rescue of the injured,
and take effective measures to prevent the incident from aggravation and protect the incident scene. In order to
prevent the recurrence of similar incidents, all departments need to analyze the cause, and develop and imple-
ment appropriate corrective measures. We always associate safety incident with performance bonus, awarding
and excellence selection in order to enhancing the safety awareness of all employees and promote the effective
implementation of workplace safety.

We formulated the Emergency Rescue Management System for Workplace Safety Incidents, developed the
Emergency Rescue Management Plan for Workplace Safety Incidents, established a comprehensive emergen-
cy management system, set up emergency management agencies at all levels, defined the emergency support
responsibilities of all departments, and conducted emergency drills and training regularly in accordance with 4 Emergency Drill for Mechanical Injury Incident in Paper Making Plant 6
regulations, effectively improving the overall rapid response and emergency response of the team.

In 2024

we organized 13 emergency plan drills, including 2 drills for special emergency rescue plan i S . SO ' f',
and 11 for on-site disposal plan. {

I Safety emergency management

Structural Chart of Emergency Response Organization

Commander-in-Chief

Deputy Commander-in-Chief

)
(@)
Q
3

Paper Making Plant 2 conducted emergency drills for mechanical inju

Emergency Rescue Office

In June 2024, Paper Making Plant 2 organized an emergency drill for mechanical injury incidents. The drill sim-
ulated the scenario where "an employee's arm was scratched by dry mesh when removing broken paper". The
Section Chief immediately reported the incident after finding it, and activated the on-site emergency response
plan. After receiving the alarm, the Commander-in-Chief and Deputy Commander-in-Chief responded quickly,
organized the Rescue Support Team to shut down the equipment and cut off the power supply, and commanded
the rescue teams to rescue according to the plan. After the drill, the Plant conducted a summary and review and
pointed out the direction of subsequent drill optimization.
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Paper Making Plant 5 conducted emergency rescue training on fi
resuscitation for electric shock.

In order to further enhance employees' safety awareness and first aid skills, Paper Making Plant 5 organized
and carried out emergency rescue training on first aid and cardiopulmonary resuscitation for electric shock in
April 2024. This training was to simulate the scenario on site where "the operator of T2 paper machine was
electrocuted and unconscious, and then rescued with cardiopulmonary resuscitation". During the demonstra-
tion, the training expert emphasized the fallible and difficult points of operation, guided and corrected the actual
operations of employees, and ensured that each employee could correctly master the resuscitation correctly.
This training helped employees master the practical techniques of cardiopulmonary resuscitation, enriched their
first-aid skills, and improved their ablllty to respond to electric shock incidents.

I Construction of Safety Culture

The Company has established the Safety Education and Training System, created a workplace safety culture
covering all employees, strengthened their safety awareness and execution ability, and enabled them to reach
a consensus on safety values and safety goals, creating a good atmosphere of "“Everyone Putting Safety First".
The Company provides employees with safety education at three levels, that is, company level, plant level, and
section/team level, enabling them to have necessary safety skills.

Paper Making Plant 4 conducted safety training for the startup of 22#

In December 2024, Paper Making Plant 4 conducted safety training for the employees on duty of 22# machine
in three batches. In this safety training, the safety incident cases were analyzed in combination with actual prob-
lems that might be encountered in the startup of 22# machine and personal understanding of safety. In this way,
the employees gained a more intuitive and profound understanding of specific working environment, risks and
hazards, so that they could always remain vigilant in their work, effectively avoid safety incidents, and do a good
job in safety management with high standards in case of new environment, equipment and employees.
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The Workplace Safety Office invited external experts to share their e
management.

In October 2024, the Workplace Safety Office invited the Safety Director of Budweiser Group to share their ex-
perience in workplace safety management. This sharing session helped the attending employees learn about
the safety management experience of excellent enterprises, and provided them with new ideas and methods,
further promoting the development of the Company's workplace safety work.

The Company took the "Workplace Safety Month" as an opportunity to carry out a series of workplace safety
education activities. During the Workplace Safety Month in 2024, the Company carried out specific activities
each week with the themes of "Creating a Safety Atmosphere", "Improving Safety Awareness", "Strengthening
Safety Foundation" and "Smooth Access to Help". All plants and departments responded positively, effectively
improving the safety awareness of all employees, further enhancing the Company's workplace safety manage-
ment, and creating a safety culture with Hengfeng characteristics.
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Publicity, Training and Practice of “Workplace “Workplace Safety Month” Theme Activities in

Month” Activities in Warehouse Departme

= - = .

“Workplace Safety Month” Theme Activities in I- “Workplace Safety Month” Theme Activities in
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“Workplace Safety Month” Theme Activities in

“Workplace Safety Month” Theme Activities in

“Workplace Safety Month” Theme Activities in
Power Plant

i

I Case

Paper Making Plant 4 and Repair Workshop carried out the themed ac
Important".

During the Workplace Safety Month, Paper Making Plant 4 and Repair Workshop carried out the themed activity
of "For Whom Safety is Important". The employees were active in making statement, shared their understanding
of safety, and put forward valuable suggestions and opinions, injecting new vitality and wisdom into safety man-
agement, and further making “preventing risks and ensuring safety” a common pursuit and conscious activity for
all the employees.
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The Automation Plant carried out a series of “Workplace Safety Month*
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In order to implement the guiding thought of the “Workplace Safety Month” Activities in 2024, the Automation
Plant carried out a series of workplace safety activities, covering safety essay, family safety message, safety
emergency drill, safety handout, short video, safety knowledge competition, and "For Whom Safety is Important"
discussion, etc., aiming to enhance the safety awareness of employees in an all-rounded and multi-dimension
manner, and ensure that each employee can profoundly realize the importance of guarding the lives of them-

selves and others, thus guaranteeing the continuous safety and stability of the Company's production.

Safety Knowledge Contest

Performance in Workplace Safety

Indicator Unit 2024 2023 2022
Investment in workplace safety RMB 10,000 518 366 226
Lost workdays due to work-related injuries Each 3 6 8
Number of lost workdays due to work-related injuries Day 51 102 136
Percentage of operational sites undergoing health and safety risk % 100 100 100

assessment
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Commitment to Public Welfare

Hengfeng Paper has always taken "social satisfaction" as the purpose of running the enterprise and actively engaged in
public welfare undertakings. The Company has paid close attention to vulnerable groups in society, actively expanded
the theme of public welfare activities, fulfilled corporate social responsibilities, and made unremitting efforts to build a har-
monious and stable social environment.

The donation ceremony for the 2024 Hengfeng Education Incentive
School.

Hengfeng has adhered to the concept of "car-
ing about education, warming teachers and
students, and building the future together with
schools and enterprises”, and actively partici-
pated in the cause of education, bringing more
hope for children. The Company donated educa-
tion incentive fund to No. 15 Middle School and
Donghua Primary School to help them improve
the education and teaching environment. With
practical actions, Hengfeng practiced the tenet
of "social satisfaction" and contributed to the vig-
orous development of the local education cause.
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Hengfeng carried out "voluntary blood donation".

To effectively fulfill the social responsibility, Hengfeng volunteers assembled at the temporary blood donation
point of the Employee Health Service Center and actively participated in “voluntary blood donation”. This activity
demonstrated Hengfeng's sense of social responsibility and the dedication of employees once again, and inter-
preted the value of life and the public welfare concept of boundless love.
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In July 2024, the Company appointed the
Equipment Energy Office to set up a flood
prevention and rescue team in conjunc-
tion with the Water Supply and Drainage
Plant and the plants of the Manufacturing
Center to combat and floods. The depart-
ments made fast response, and more than
40 Hengfeng employees quickly installed
3 high-displacement diesel pumps and 10
submersible electric pumps, effectively al-
leviating the impact of the flood and making
Hengfeng contributions to defeating the
flood.
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% Case Fast response to the "flood defense" - Hengfeng showcased its corpo
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Our Actions

Chapters

e We continually put in more efforts to help employees in difficulty, got
to know their needs, and took measures such as visit to hospitalized
employee, regular condolences, and fund-raising for critically ill employee,
helping them tide over difficult times.

Implementation of Welfare
and Care

3 wasue

e We recruited any employees in an equal and fair manner, incorporated
equality and non-discrimination into the procedures of recruitment,
onboarding, promotion and offboarding, and provided fair and equitable
development opportunities for every employee.

e \We set up a salary system suitable for the development needs of the
Company, providing employees with market-competitive salaries and giving
full play to the incentive effect of salaries.

e We kept all the employee in mind, cared about them, and strove to build a
comprehensive employee security system.

e We followed the occupational health and safety management policy of
"people foremost, health and safety protection”, formulated and updated
the supporting management systems, and continuously improved the
construction of occupational health and safety management system.

Protection of Employees’
Rights and Benefits

Implementation of Welfare
and Care

Occupational Health and
Safetya

e We set up Hengfeng College, built a complete training platform, and
provided employees with a full range of training courses.

e We took the initiative in education, donated education incentive fund,
and helped primary and secondary schools to improve the education and
teaching environment.

Support for Employee De-
velopment

Commitment to Public Wel-
fare

5 HRTH

e We attached importance to the value of female employees, provided
equal opportunities for women, and encouraged them to explore and seize
career development opportunities and achieve their life's potential.

e With the Employee Health Service Center as the venue, we provided
specialized physical examinations for female employees to strengthen their
health protection.

Inclusiveness and Diversity

e We actively introduced the international sustainable water management
standards (AWS), developed a set of water sustainability program (WSP),
and established a well-developed water resources management system.

Optimization of Resource
Utilization

e \We continued to explore the potential of energy conservation and
consumption reduction, and launched a series of projects, effectively
reducing energy consumption and improving energy efficiency.

e \We scaled up the layout of renewable energy sources, installed rooftop
PC power facilities, actively purchased green electricity, and gradually
reduced the use of fossil fuels.

Optimization of Resource
Utilization

@ I{EH
LK

e We have set up a variety of communication methods to collect the
thoughts of employees. The employees can express their ideas through
channels such as the smart union platform, union mailbox, company
website, integrated media platform, and internal online communication.

Protection of Employees’
Rights and Benefits

e We continuously explored new initiatives and mechanisms for
development and construction, and promoted systematic reforms on the
construction of scientific research teams, the industry-university-research
integration, and other elements, providing inexhaustible innovation power
for cultivating New quality productive forces.

Promotion of Technological
Innovation
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Content Index

SDGs

Our Actions

Chapters

e \We also care about the welfare of people with disabilities, fully evaluate
all positions, provide job opportunities with high job safety and low labor
intensity for them, and help them integrate into the group and achieve
personal progress.

Inclusiveness and Diversity

12 5%fen

e \We established a comprehensive quality management system to monitor
and control the quality of products throughout their life cycle, continuously
improving our quality management level.

e \We were always centered on customer demand and committed to
providing leading products and high-quality services to global customers.

Pursuit of Excellent Quality

Enhancement of Customer
Services

e We joined the Science Based Targets initiative (SBTi) in August 2023,
committing to set the latest science-based emissions reduction target
against 1.5°C. In November 2024, the Company was rated as the first
special paper enterprise with clear science-based carbon targets.

e We referred to greenhouse gas accounting standards such as ISO 14064
and GHG Protocol, identified the main sources of our GHG emissions,
conducted GHG emissions accounting, and evaluated our performance in
addressing climate change.

Climate change response

e \We prioritize the procurement of FSC-certified raw materials, particularly
wood pulp, and advocate for wood pulp suppliers to practice the sustainable
forest management, ensuring that the final products come from certified and
well-managed forests, so as to avoid over-harvesting and damage to the
ecological environment, maintain the ecological functions of the forests, and
conserve the biodiversity of the forests.

Biodiversity Conservation

16

e We established a three-level sustainable development management
structure, namely “decision-making, management and implementation”, and
created a top-down sustainable development management system with
clear powers and responsibilities.

e We adhered to applicable laws and regulations, as well as the guidelines
for clean governance and anti-corruption, continued to purify the political
ecosystem by risk identification, system construction, training and publicity
and thematic actions, promoted the improvement of Party conduct and
clean government, and delivered more solid outcomes in the anti-corruption
efforts.

Sustainable Development
Governance

Compliance with Business
Ethics

&

e We communicated with the stakeholders via multiple communication
mechanisms and channels, and took a series of measures to respond to
their demands and expectations in terms of sustainable development, thus
demonstrating a responsible corporate image.

e \We took the initiative to assume industry responsibilities, participated in a
number of industry associations, and worked together with industry partners
to achieve a sustainable future.

e We regarded sustainable development as an important part of
procurement, managed the supply chain across the whole process,
and incorporated ESG management requirements in the supply chain
construction.

Sustainable Development
Governance

Leading the Joint Contribu-
tion to the Industry

Sustainable Supply Chain
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Content Index

GRI Content Index

GRI Content Index

Statement of Use

Mudanjiang Hengfeng Paper Co., Ltd. has reported the information cited in this
GRI content index for the period from January 1, 2024, to December 31, 2024 with

reference to the GRI Standards.

GRI Standard

Disclosure

Location

GRI 1 used

GRI 1: Foundation 2021

GRI Standard

Disclosure

Location

The organization
and its reporting
practices

2-1 Organizational details

Company Profile

GRI 3: Material Topics 2021

3-1 Process to determine material topics

Management of Material Topics

3-2 List of material topics

Management of Material Topics

3-3 Management of material topics

Management of Material Topics

2-2 Entities included in the organization’s sustainabili-
ty reporting

About the Report

GRI 201: Economic Performance
2016

201-1 Direct economic value generated and distribut-
ed

Company Profile

2-3 Reporting period, frequency and contact point

About the Report

2-5 External assurance

Third-party Assurance
Inspection Statement

Activities and

2-6 Activities, value chain and other business relation-
ships

Company Profile

GRI 205: Anti-Corruption 2016

205-1 Operations assessed for risks related to corrup-
tion

Compliance with Business Ethics

205-2 Communication and training about anti-corrup-
tion policies and procedures

Compliance with Business Ethics

205-3 Confirmed incidents of corruption and actions
taken

Compliance with Business Ethics

Prioritizing the Principle of People

GRI 302: Energy 2016

302-1 Energy consumption within the organization

Optimization of Resource Utilization

GRI 303: Water and Effluents 2018

303-1 Interactions with water as a shared resource

Optimization of Resource Utilization

303-2 Management of water discharge-related im-
pacts

Optimization of Resource Utilization

303-3 Water withdrawal

Optimization of Resource Utilization

303-4 Water discharge

Optimization of Resource Utilization

303-5 Water consumption

Optimization of Resource Utilization

GRI 304: Biodiversity 2016

304-2 Significant impacts of activities, products and
services on biodiversity

Biodiversity Conservation

workers 2-7 Employees Foremost to Gather the Power of
Goodness
. Improvement of Corporate Govern-
2-9 Governance structure and composition ance
2-12 Role of the highest governance body in oversee- | Sustainable Development Govern-
ing the management of impacts ance
2-13 Delegation of responsibility for managing im- | Sustainable Development Govern-
pacts ance
2-14 Role of the highest governance body in sustain- | Sustainable Development Govern-
Governance . .
ability reporting ance
GRI2: Gen- 2-15 Conflicts of interest Compliance with Business Ethics
eral Disclo-
sures 2021 2-16 Communication of critical concerns Communication with Stakeholders

2-17 Collective knowledge of the highest governance
body

Sustainable Development Govern-
ance

hiBE. EERAISE

2-22 Statement on sustainable development strategy

Sustainable Development Govern-
ance

GRI 305: Emissions 2016

305-1 Direct (Scope 1) GHG emissions

Climate change response

305-2 Energy indirect (Scope 2) GHG emissions

Climate change response

305-3 Other indirect (Scope 3) GHG emissions

Climate change response

2-23 Policy commitments

Sustainable Development Govern-
ance

2-24 Embedding policy commitments

Sustainable Development Govern-
ance

2-25 Processes to remediate negative impacts

Compliance with Business Ethics

GRI 306: Waste2020

306-1 Waste generation and significant waste-related
impacts

Standardization of Pollutant and
Waste Treatment

306-2 Management of significant waste-related im-
pacts

Standardization of Pollutant and
Waste Treatment

306-3 Waste generated

Standardization of Pollutant and
Waste Treatment

306-4 Waste diverted from disposal

Standardization of Pollutant and
Waste Treatment

306-5 Waste directed to disposal

Standardization of Pollutant and
Waste Treatment

GRI 308: Supplier Environmental
Assessment 2016

308-1 New suppliers that were screened using envi-
ronmental criteria

Sustainable Supply Chain

2-30 Collective bargaining agreements

57
2-26 Mechanisms for seeking advice and raising con- Compliance with Business Ethics
cerns
2-27 Compliance with laws and regulations Refer to the Repor
2-28 Membership associations Leading the Joint Contribution to the
Industry
FEAEE S S 2-29 Approach to stakeholder engagement Communication with Stakeholders
5 Protection of Employees’ Rights and

Benefits

GRI 401: Employment 2016

401-2 Benefits provided to full-time employees that
are not provided to temporary or part-time employees

Implementation of Welfare and Care

401-3 Parental leave

Implementation of Welfare and Care
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GRI Content Index

GRI Standard

Disclosure

Location

GRI 403: Occupational Health and
Safety 2018

403-1 Occupational health and safety management
system

Occupational Health and Safety

403-2 Hazard identification, risk assessment, and in-
cident investigation

Occupational Health and Safety

403-3 Occupational health services

Occupational Health and Safety

403-4 Worker participation, consultation, and commu-
nication on occupational health and safety

Occupational Health and Safety

403-5 Worker training on occupational health and
safety

Occupational Health and Safety

403-6 Promotion of worker health

Occupational Health and Safety

403-7 Prevention and mitigation of occupational
health and safety impacts directly linked by business
relationships

Occupational Health and Safety

403-8 Workers covered by an occupational health
and safety management system

Occupational Health and Safety

403-9 Work-related injuries

Occupational Health and Safety

403-10 Work-related ill health

Occupational Health and Safety

GRI 404: Training and Education
2016

404-1 Average hours of training per year per employ-
ee

Support for Employee Development

404-3 Percentage of employees receiving regular
performance and career development reviews

Support for Employee Development

GRI 405: Diversity and Equal Op-
portunity 2016

405-1 Diversity of governance bodies and employees

Improvement of Corporate Govern-
ance

Inclusiveness and Diversity

405-2 Ratio of basic salary and remuneration

Implementation of Welfare and Care

GRI 406: Non-discrimination 2016

406-1 Incidents of discrimination and corrective ac-
tions taken

Protection of Employees’ Rights and
Benefits

GRI 407: Freedom of Association
and Collective Bargaining 2016

407-1 Operations and suppliers in which the right to
freedom of association and collective bargaining may
be at risk

Protection of Employees’ Rights and
Benefits

GRI 408: Child Labor 2016

408-1 Operations and suppliers at significant risk for
incidents of child labor

Protection of Employees’ Rights and
Benefits

GRI 409: Forced or Compulsory La-
bor 2016

409-1 Operations and suppliers at significant risk for
incidents of forced or compulsory labor

Protection of Employees’ Rights and
Benefits

GRI 414: Supplier Social Assess-
ment 2016

414-1 New suppliers that were screened using social
criteria

Sustainable Supply Chain

414-2 Negative social impacts in the supply chain and
actions taken

Sustainable Supply Chain

GRI 416: Customer Health and
Safety 2016

416-1 Assessment of the health and safety impacts of
product and service categories

Pursuit of Excellent Quality

GRI 418: Customer Privacy 2016

418-1 Substantiated complaints concerning breaches
of customer privacy and losses of customer data

Upholding Security in Information
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Content Index

Indexes for Preparation of Sustainable Development Reports of Listed Companies Issued by Shanghai Stock Exchange

Dimensions S/N Topics Chapters
1 Climate change response Climate change response
I Standardization of Pollutant and
2 Pollutant Emissions Waste Treatmen
3 Waste treatment Standardization of Pollutant and
Waste Treatmen
4 Ecosystem and Biodiversity Conservation Biodiversity Conservation
Environment 5 Environmental Compliance Management Strengthening Environmental
Management
6 Energy Utilization t(i)opr:|m|zat|on of Resource Utiliza-
7 Water Resources Utilization gopglmlzatlon of Resource Utiliza-
Standardization of Pollutant and
) Waste Treatme
8 Circular Economy L .
Optimization of Resource Utiliza-
tion
9 Rural Revitalization /
10 Society Contribution Commitment to Public Welfare
. . Promotion of Technological Inno-
11 Innovation-driven ’
vation
12 Science and Technology Ethics /
13 Supply Chain Security Sustainable Supply Chain
Society
Equal Treatment to Small and Medium-sized . .
14 Enterprises Sustainable Supply Chain
Pursuit of Excellent Quality
15 Safety and Quality of Product and Service Enhancement of Customer Ser-
vices
16 5;’:a Security and Customer Privacy Protec- Upholding Security in Information
Prioritizing the Principle of People
17 Employees Foremost to Gather the Power of
Goodness
18 Due Diligence Sustainable Development Man-
agement
Governance Related 19 Communication with Sustainable Development Man-
. agement
to Sustainable Devel-
opment 20 Anti-Commercial Bribery and Anti-Corruption | Compliance with Business Ethics
21 Anti-Unfair Competition /
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INDEPENDENT VERIFICATION STATEMENT

[ VERITAS |
Objectives of Work

Bureau Veritas Certification (Beijing) Co., LTD (“BUREAU VERITAS”) has been
engaged by Mudanjiang Hengfeng Paper Co., Ltd. to conduct an independent verification
of its 2024 ESG Report (the “Report”). This Verification Statement applies to the related
information included within the scope of work described below.,

This information and its presentation in the report are the sole responsibility of the
management of Mudanjiang Hengfeng Paper Co., Ltd. Our sole responsibility was to
provide independent verification on the accuracy of information included.

Scope of Work

Mudanjiang Hengfeng Paper Co., Ltd. requested Bureau Veritas to verify the accuracy of
the following:

= Data and information included in the Report for the 2024.1.1-2024.12.31.

Excluded from the scope of our Verification is any verification of information relating to:
= Activities outside the defined verification period:;

= Positional statements (expressions of opinion, belief, aim or future intention by
Mudanjiang Hengfeng Paper Co., Ltd.) and statements of future commitment:

= Financial data and information that has been audited by a third party.

Level of assurance: limited assurance level
Verification standard

1. International Standard for Assurance Engagements Other than Audits or Reviews
of Historical Financial Information (“ISAE 3000 (Revised)“), developed by the
International Auditing and Assurance Standards Board;

Methodology
As part of its independent verification, Bureau Veritas undertook the following activities:
1. Interviews with relevant personnel of Mudanjiang Hengfeng Paper Co., Ltd.;

2. Review of documentary evidence produced by Mudanjiang Hengfeng Paper Co.,
Ltd.;

3. Audit of performance data, tracing and checking the sample data according to the
sampling principle;

4. Review of Mudanjiang Hengfeng Paper Co., Ltd. systems for quantitative data
aggregation and analysis.

Our work was conducted against Bureau Veritas’ standards for external Verification of Non-
financial Reports, based on current best practice in independent assurance. The validation
work was planned, carried out and concluded based on the limited, rather than absolute
assurance, as determined by Bureau Veritas.

Verification Conclusion

BUREAU VERITAS
ASR-TT-05 )28 ¥ 7 A 1E4R-EN V202406

Page 1 of 2
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On the basis of our methodology and the activities described above, it is our opinion that::

= Nothing has come to our attention to indicate that the reviewed statements within
the scope of our verification are inaccurate and the information included therein is
not fairly stated:

= |t is our opinion that Mudanjiang Hengfeng Paper Co., Ltd. has established
appropriate systems for the collection, aggregation and analysis of quantitative
data.

Statement of independence, impartiality and competence

Bureau Veritas is an independent professional services company that specialises in Quality,
Environmental and Occupational Health and Safety, Social Responsibility with more than
190 years history in providing independent assurance services. Members of the assurance
team have no interests or conflicts of relationship with Mudanjiang Hengfeng Paper Co.,
Ltd.. We have conducted this verification independently and impartially. Bureau Veritas has
implemented a Code of Ethics across the business to maintain high ethical standards
among staff in their day to day business activities.

dq-

Stella Hou

Director of Greater China Region
Bureau Veritas Certification (Beijing) Co., LTD
2025-02-28

Assurance Team Leader
Bureau Veritas Certification (Beijing) Co., LTD
2025-02-28

BUREAU VERITAS
ASR-TT-06 ¥I£R351F /= BR#4R-EN V202406 Page 2 of 2
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Feedback

Thank you very much for reading the 2024 Sustainable Development Report of Mudanjiang Hengfeng Paper Co., Ltd.
In order to continuously improve our sustainable development and provide valuable information to stakeholders, we sin-
cerely invite you to give us your valuable comments and suggestions on the Report through the following ways. Thanks

for your substantial support to our sustainable development!

Tel.: 0453-6886586

E-mail: txglb@hengfengpaper.com

Address: No. 11, Hengfeng Road, Yangming District, Mudanjiang City, Heilongjiang Province, China

1. For Hengfeng Paper, your identity is

] Shareholder & Investor [ Shareholder & Investor [] Customer [ Employee [ Supplier [ The Public
[l Media and Other Third-Party Organization [] Other (please specify)

2. Your overall assessment on the Report is

] Very Good [ Good L[] Average [ Poor L[] Very Poor

3. Response to and disclosure of stakeholder concerns in the Report are

] Very Good [ Good L[] Average [ Poor L[] Very Poor

4. Clarity, accuracy and completeness of the information, indicators and data disclosed in the Report are
] Very Good [ Good L[] Average [ Poor L[] Very Poor

5. The text, structural arrangement, and layout design of the Report are

] Very Good [ Good L[] Average [ Poor L[] Very Poor

6. What do you like most about the Report?

7. What other information would you like to see in the Report besides the disclosed content?

8. Do you have any comments or suggestions on our sustainable development?
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Mudanjiang Hengfeng Paper Co., Ltd.

Tel.: 0453-6886586
E-mail: txglb@hengfengpaper.com

Address: No. 11, Hengfeng Road, Yangming District, Mudanjiang City,
Heilongjiang Province, China



