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Group Introduction

China Aoyuan was listed on the Main Board of the Stock Exchange in October 2007 (Stock Code:3883.HK).
As the pioneer of composite real estate in China, China Aoyuan integrated related themes into real estate
development, with an aim to create harmonious and excellent living experience and cultural value for customers
with the concept of “building a healthy lifestyle”. The Group focuses on Guangdong-Hong Kong-Macao Greater
Bay Area, and covers four major regions including South China, core region of Central and VWestern China, East
China, and Bohai Rim. China Aoyuan has established an extensive urban redevelopment layout and is a top notch

player of urban redevelopment in the Greater Bay Area. Looking forward, the Group is committed to become the

leader of health life while achieving sustainable and steady development.
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A
il I Definitions

“2022 Annual General Meeting” or
“2022 AGM”

“2023 Annual General Meeting”

"Aoyuan Beauty Valley”

“Aoyuan Healthy Life Group” or
“Aoyuan Healthy”

“Articles of Association”

"Audit Committee” or "AC"
"Board”

“Cayman Companies Act”
"CG Code”

“chief executive”

“Company” / “China Aoyuan”

“connected person(s)”
“Director(s)”
“Dividend Policy”
"Group”

"HKS$"”

“Hong Kong”

China Aoyuan Group Limited

the annual general meeting of the Company held on Wednesday, 24
August 2022

the annual general meeting of the Company to be held on
Thursday, 24 August 2023

Aoyuan Beauty Valley Technology Co., Ltd (formerly known as
Kinghand Industrial Investment Group Co., Ltd.), the shares of which
are listed on Shenzhen Stock Exchange

Aoyuan Healthy Life Group Company Limited, a company
incorporated in the Cayman Islands with limited liability, the shares
of which are listed on the Main Board of the Stock Exchange (stock
code: 3662)

the amended and restated articles of association of the Company,
which was adopted by special resolution in the 2022 AGM, currently
in force

audit committee of the Company
the board of Directors

the Companies Act, Cap. 22 (Act 3 of 1961, as consolidated and
revised) of the Cayman Islands

Corporate Governance Code set out in Appendix 14 to the Listing
Rules

has the meaning ascribed to it under the Listing Rules

China Aoyuan Group Limited, a company incorporated in the Cayman
Islands with limited liability, the Shares of which are listed on the
Main Board of the Stock Exchange

has the meaning ascribed to it under the Listing Rules
the director(s) of the Company

a dividend policy adopted by the Company

the Company and its subsidiaries

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the People’s
Republic of China



"INED(s)"
“Listing Rules”

“"Mode!l Code”

“Nomination Committee” or “NC”
“PRC"

“Remuneration Committee” or “RC"
"RMB"

“SFO"

“Share(s)”

"“Shareholder(s)”

“Share Option Scheme”
"“Stock Exchange”
“substantial shareholder”

ucy "
(0]

Definitions (continued) |_.|I_|_

the independent non-executive director(s) of the Company
the Rules Governing the Listing of Securities on the Stock Exchange

Mode! Code for Securities Transactions by Directors of Listed Issuers
as set out in Appendix 10 to the Listing Rules

nomination committee of the Company
the People’s Republic of China
remuneration committee of the Company
Renminbi, the lawful currency of the PRC

the Securities and Futures Ordinance, Chapter 571 of the Laws of
Hong Kong as amended, supplemented or otherwise modified from
time to time

ordinary share(s) of HK$0.01 each in the issued share capital of
the Company or if there has been a subsequent sub-division,
consolidation, reclassification or reconstruction of the share capital
of the Company, shares forming part of the ordinary equity share
capital of the Company

holder(s) of Share(s)

the share option scheme adopted by the Company on 29 May 2018
The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules

per cent
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1< Corporate Information

BOARD OF DIRECTORS NOMINATION COMMITTEE
Executive Directors Mr. Guo Zi Wen (chairman)
_ _ Mr. Cheung Kwok Keung
Mr. Guo Zi Wen (chairman) Mr. Lee Thomas Kang Bor
Mr. Guo Zi Ning Mr. Tsui King Fai (resigned on 20 January 2023)
(vice chairman and chief executive officer) Mr. Wong Wai Keung Frederick
(resigned on 27 April 2023) (appointed on 24 February 2023)

Mr. Ma Jun (co-president)

Mr. Chen Zhi Bin (co-president and chief financial officer)  JOINT COMPANY SECRETARIES
(appointed on 27 January 2021)
(resigned as the chief financial officer on 27 April 2023)  Ms. Wong Mei Shan

Mr. Tan Yi (vice president) Ms. Lee Mei Yi

(appointed on 27 April 2023)
Mr. Chan Ka Yeung Jacky AUTHORISED REPRESENTATIVES

(senior vice president)

(resigned on 14 April 2022) Mr. Guo Zi Wen

Mr. Guo Zi Ning (resigned on 27 April 2023)

Non-Executive Director Ms. Wong Mei Shan (appointed on 27 April 2023)
Mr. Zhang Jun AUDITOR

(resigned on 29 July 2022)

SHINEWING (HK) CPA Limited
Registered Public Interest Entity Auditors

CORPORATE WEBSITE

Independent Non-Executive Directors

Mr. Cheung Kwok Keung
Mr. Lee Thomas Kang Bor
Mr. Tsui King Fai (resigned on 20 January 2023)
Mr. Wong Wai Keung Frederick
(appointed on 24 February 2023) STOCK CODE

AUDIT COMMITTEE 3883 HK

WWwWWw.aoyuan.com.cn

Mr. Cheung Kwok Keung (chairman)
Mr. Lee Thomas Kang Bor
Mr. Tsui King Fai (resigned on 20 January 2023)
Mr. Wong Wai Keung Frederick
(appointed on 24 February 2023)

REMUNERATION COMMITTEE

Mr. Tsui King Fai (chairman)
(resigned on 20 January 2023)
Mr. Lee Thomas Kang Bor (chairman)
(appointed as the chairman on 20 January 2023)
Mr. Cheung Kwok Keung
Mr. Wong Wai Keung Frederick
(appointed on 24 February 2023)

4 China Aoyuan Group Limited



Corporate Information (continued) |_.|I_|_

PRINCIPAL BANKERS

Industrial and Commercial Bank of China Limited

Agricultural Bank of China Limited
Bank of China Limited

China Construction Bank Corporation
Bank of Communications Co., Ltd.
PingAn Bank Co., Ltd.

China Bohai Bank Co., Ltd.

Hang Seng Bank Limited

Nanyang Commercial Bank Limited
China Merchants Bank Co., Ltd.
The Bank of East Asia, Limited
China Everbright Bank Co., Ltd.
China Minsheng Banking Corp., Ltd.

Shanghai Pudong Development Bank Co., Ltd.

China Zheshang Bank Co., Ltd.

Hua Xia Bank Co., Limited

Bank of Guangzhou Co., Ltd.

Guangzhou Rural Commercial Bank Co., Ltd.
China Guangfa Bank Co., Ltd.

Guangdong Huaxing Bank Co., Ltd.

China CITIC Bank Corporation Limited

China Resources Bank of Zhuhai Co., Ltd.

REGISTERED OFFICE

Cricket Square, Hutchins Drive
P.O. Box 2681

Grand Cayman

KY1-1111

Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN PRC

Aoyuan Mansion

No. 108, Huangpu Avenue West
Tianhe District, Guangzhou

PRC

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Units 1901-2, 19th Floor, One Peking
No. 1 Peking Road

Tsim Sha Tsui, Kowloon

Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Suntera (Cayman) Limited
Suite 3204, Unit 2A, Block 3
Building D, P.O. Box 1586
Gardenia Court, Camana Bay
Grand Cayman KY1-1110
Cayman Islands

HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre
183 Queen’s Road East

Wanchai

Hong Kong

INVESTOR RELATIONS
Email: ir@aoyuan.net
Telephone: (852) 3622 2122

(86) 20-3868 6666
Facsimile: (852) 2180 6189
(86) 20-3868 6688
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A
il — Chairman’s Statement

China Aoyuan Group Limited

Dear Shareholders and Investors,

Since the second half of 2021, the real
estate industry of China has experienced
unprecedented changes. In 2022, real estate
investments, new starts GFA and contracted
GFA sold saw a downward trend, while it
still took time for market confidence and
demand to recover. As a result, real estate
enterprises were facing various degrees of
operating pressure. The Group has been
working in unity to actively address different
difficulties and treating people with sincerity,
and striving and commitment. On behalf of
the Board, | would like to express my sincere
gratitude to our shareholders, investors and
other stakeholders for their support and trust
in the Company, as well as the tolerance
and support given by domestic and foreign
creditors in the Company.

In the face of challenges, the Group has been
taking all measures to achieve operating
targets including delivery and sales. We
continued to optimise its cost structure and
squeeze on all unnecessary expenses in
order to maintain operational stability. Our top
priority is to ensure delivery of the project.
As a result, a virtuous cycle is formed as
the capital flow has been revitalized and the
corporate creditability has been restored,
while a sound foundation for sales has been
laid.

At the same time, the Group also actively
consolidated resources to revitalise its assets
and promote sales through the introduction
of strategic investors and cooperation
with branded project manager on the
project level. During the year, the Group
signed project management agreements
with various well known enterprises to
revitalise sales of projects in Chongging,
Chengdu, Xi'an and Xiamen, etc. Since
2023, the Group introduced central state-
owned enterprises and competent corporate
groups to jointly develop various urban
redevelopment projects including the Zhuhai
Cuiwei urban redevelopment project and
reached a strategic cooperation agreement.
In 2022, the Group recorded contracted
sales of approximately RMB20.22 billion and
contracted GFA sold of approximately 2.09
million sg.m..



Chairman’s Statement (continued) |_.|I_|_

While stabilising operations, the Group has been actively pushing forward the restructuring of its domestic
and offshore debt. Domestically, the Group has entered into arrangements with certain domestic financial
institutions to extend the maturity of existing domestic financing arrangements for principal amount in
excess of RMB32.7 billion. Progress was also made in the restructuring of offshore debts. The Group
has reached agreement in principle with an ad hoc group of holders of offshore senior notes on the key
terms of the full restructuring. The restructuring will significantly improve the balance sheet position of the
Group and demonstrate the confidence of domestic and offshore stakeholders in the future market and the
Company’s development. The Group believes that with the support of the domestic and offshore creditors,
the completion of the domestic and offshore debt restructuring by stage will be beneficial to the continued
recovery of the Group’s overall business.

In 2023, although domestic and international situations remain complex, the Chinese government is insisting
on stability seeking progress in the midst of focusing on stable growth, employment and commodity
prices. Further supportive measures will be introduced to promote the stable development of the real
estate industry and the economy as a whole. The Group will continue to ensure the development and
smooth delivery of projects and speed up sales and cash collection by strengthening its capability, opening
up new resources and saving outflows. Moreover, the Group continuously makes every effort to reach
the settlement with domestic and offshore creditors as soon as possible, in order to ensure the stable
development of the Company.

The Company is following HKEx's guidance to propel the resumption with a good progress.

With a bright heart, the future is promising. Again, | really appreciate all the understanding and trust our
shareholders and investors have given as well as the support from all creditors.

Guo Zi Wen
Chairman

Hong Kong
30 June 2023

Annual Report 2022 7
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111! Management Discussion and Analysis

BUSINESS REVIEW

In 2022, the pandemic was continuing and the authorities set up various degree of anti-pandemic policies.
The real estate market was sluggish. Real estate investment and housing demand were weakening.
According to the National Bureau of Statistics, the national real estate investment was down by 10.0% year-
on-year to approximately RMB13.3 trillion, while the sales of commodity housing was down by 26.7% year-
on-year to RMB13.3 trillion. As the pandemic restriction policies lifted at the end of the year, the government
introduced a number of policies to stabilise market expectations.

During the Reporting Period, the Group achieved property contracted sales of approximately RMB20.22
billion with contracted GFA sold of approximately 2.09 million sq.m.. Details of property contracted sales
breakdown by region are as foliow:

Property

Contracted Contracted
Region sales amount GFA Sold

(RMB billion) ('000 sg.m.)
South China 8.28 809.1
Core Region of Central & Western China 4.94 683.7
East China 5.23 467.2
Bohai Rim 1.47 103.9
Offshore 0.3 26.6
Total 20.22 2,090.5

In 2022, the Group actively stabilised its operations, while steadily advancing the construction of projects
to ensure delivery. During the Reporting Period, the Group achieved delivery of approximately 2.09 million
sg.m. in 45 cities nationwide.

The Group continues to focus on the urban redevelopment in Greater Bay Area to reserve development
impetus. As at 31 December 2022, the Group had urban redevelopment projects with a planned total GFA of
31.55 million sg.m. and a planned saleable area of approximately 13.56 million sg.m..

As at 31 December 2022, the Group has 267 projects with a total landbank of approximately 30.83 million
sg.m. and attributable GFA of approximately RMB24.89 million sg.m..

OUTLOOK

2023 is a pivotal year for the implementation of the 14th Five-Year Plan. The Central Economic Work
Conference stated the property sector is one of pillar industries, while stressing to ensure a stable property
market development.

The Group will continue to strive to resolve risks amid challenges, gradually resume normal operation,
striving for a “low debt” and “petite but beautiful” development position to create more value for the
shareholders of the Company (the “Shareholder(s)"”), investors of the Company (the “Investor(s)”) and the
society.

8 China Aoyuan Group Limited



Management Discussion and Analysis (continued) |_.|I_|_

FINANCIAL REVIEW
Operating Results

The revenue is primarily generated from property development. In 2022, the Group's total revenue was
approximately RMB18,711 million, representing a decrease of approximately RMB31,311 million or 62.6%
over approximately RMB50,022 million in 2021. Property development revenue, other revenue such as hotel
operation/property management and sales of goods and property investment revenue accounted for 82.1%,
16.6% and 1.3% respectively.

In 2022, the Group's revenue generated from property development amounted to approximately RMB15,353
million, representing a decrease of approximately RMB30,208 million or 66.3% over approximately
RMB45,561 million in 2021. The GFA of delivered properties decreased by 62.5% to 2.09 million sg.m. from
5.58 million sg.m. in 2021, while the average selling price decreased by 10.2% to RMB7,335 per sg.m. from
RMB8,169 per sg.m. in 2021. This was mainly attributable to the further decrease in the average selling
price of residential apartments which accounted for the highest portion of properties delivered compared to
the corresponding period in 2021.

Gross Profit and Margin

In 2022, the gross profit of the Group was approximately RMB841 million, representing an increase of
107.0% over negative gross profit of RMB11,935 million in 2021, and the gross profit margin was 4.5%.

Other Income, Gains and Losses

In 2022, the other income, gains and losses of the Group recorded approximately RMB3,731 million net loss,
which mainly included exchange loss of approximately RMB2,835 million, interest income of approximately
RMB143 million, impairment loss on assets classified as held for sale of approximately RMIB1,021 million
and other losses of approximately RMB13 million.

Selling and Distribution and Administrative Expenses

In 2022, total selling and distribution expenses of the Group were approximately RMB1,215 million,
representing a decrease of 52.1% from approximately RMB2,536 million in 2021, which was mainly
attributable to the decrease in overall sales, marketing and promotional activities owing to the decrease in
property contracted sales amount during the year. Total administrative expenses decreased by 39.5% from
approximately RMB3,921 million in 2021 to approximately RMB2,372 million.

Loss Attributable to Owners of the Company

In 2022, loss attributable to owners of the Company was approximately RMB7,843 million, representing an
increase of 76.3% over loss of approximately RMB33,075 million in 2021.

Financial Position

As at 31 December 2022, the Group's total assets amounted to approximately RMB234,426 million (as at 31
December 2021: approximately RMB261,423 million) and total liabilities were approximately RMB252,063
million (as at 31 December 2021: approximately RMB268,953 million).

Current ratio was 0.9 as at 31 December 2022 (as at 31 December 2021: 0.9).

Annual Report 2022 9
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1] Management Discussion and Analysis (continued)

Cash Position

As at 31 December 2022, the Group had cash and bank deposits of approximately RMB5,110 million (as at
31 December 2021: approximately RMB9,262 million). As at 31 December 2022, the Group had restricted
bank deposits of approximately RMB4,231 million (as at 31 December 2021: approximately RMB9,153
million).

As at 31 December 2022, cash, bank deposits and restricted bank deposits of the Group mentioned above
totalled approximately RMB9,341 million, of which 86.6% was denominated in Renminbi and 13.4% was
denominated in other currencies (mainly in HK dollar, Australian dollar and Canadian dollar).

Borrowings, Senior Notes, Corporate Bonds

As at 31 December 2022, the Group had bank and other borrowings of approximately RMB76,294 million
(as at 31 December 2021: approximately RMB84,927 million) and senior notes and corporate bonds of
approximately RMB32,756 million (as at 31 December 2021: approximately RMB29,481 million) as follows:

31 December 31 December
2022 2021
(RMB million) (RMB million)

Repayment period

Repayable on demand and within one year 99,446 112,777
More than one year, but not exceeding two years 5,935 1,563
More than two years, but not exceeding five years 3,219 63
More than five years 450 -

109,050 114,408

Part of the borrowings of the Group are floating-rate borrowings, of which interest rates are subject to
negotiation on an annual basis, thus exposing the Group to cash flow interest rate risk. The Group has
implemented certain interest rate management policies which included, among others, close monitoring
of interest rate movements and replacing and entering into new banking facilities when good pricing
opportunities arise.

Contingent Liabilities

As at 31 December 2022, the Group had the following contingent liabilities relating to guarantees in respect
of mortgage facilities provided by banks to purchasers and banking facilities granted to joint ventures and
associated companies of the Group amounting to approximately RMB95,373 million (as at 31 December
2021: approximately RMB100,523 million).

The Group acted as guarantor to the banks in respect of the mortgage bank loans granted to certain
property purchasers of the Group’s property and agreed to repay the outstanding mortgage loans upon
the purchasers’ default on the repayment of the outstanding mortgage loans and the loan interest accrual
thereon. In the opinion of the directors, the fair value of the financial guarantee contracts is not significant at
the initial recognition and provision has not been made as the default rate is low.

10 China Aoyuan Group Limited



Management Discussion and Analysis (continued) |_.|I_|_

Commitments

As at 31 December 2022, the Group had construction cost and land payments but not provided for of
approximately RMB18,868 million (as at 31 December 2021: approximately RMB23,951 million). In addition,
the Group's share of commitments relating to its joint ventures arising from construction cost contracted but
not provided for is approximately RMB4,016 million (2021: RMB4,938 million). The Group expects to fund
these commitments principally from sale proceeds of properties and bank borrowings.

Foreign Currency Risks

Most of the Group’s revenues and operating costs are denominated in Renminbi. Except for the bank
deposits denominated in foreign currencies, senior notes denominated in US dollar and bank loans
denominated in US dollars, HK dollars and Canadian dollars, the Group's operating cash flow or liquidity is
not directly subject to any other material exchange rate fluctuations. The management closely monitors
foreign currency exposure and will consider hedging significant foreign currency exposure should the need
arise.

Pledge of Assets

As at 31 December 2022, the Group pledged its properties for sales, property, plant and equipment,
investment properties, right-of-use assets and restricted bank deposit of approximately RMB45,321 million
(as at 31 December 2021: approximately RMB48,562 million) to various banks to secure project loans and
general banking facilities granted to the Group.

EVENTS AFTER THE REPORTING PERIOD

Except for the measures the Group implemented or is in the process of implementing to improve the
liquidity and cash flows as disclosed in Note 2 to the consolidated financial statements, subsequent to 31
December 2022, the following significant events have taken place:

Disposals of 60% Equity Interest in Zhuhai Aoyuan Huafu Property Company Limited

On 6 January 2023, the Group entered into two disposal agreements in relation to the disposal of an
aggregate of 60% equity interest in Zhuhai Aoyuan Huafu Property Company Limited (S EREEEE XA
PR 2 &) (" Aoyuan Huafu”) with Shandong Yiyang Health Group Real Estate (Group) Co., Ltd. (LLIZREEE 2 FE
SEE % (5£8) AR AT, an independent third party, in the aggregate consideration of RMB584,425,700
(equivalent to approximately HK$677,933,000). Completion of the disposals took place on 6 January 2023
and immediately upon which, the Company retained the control of 40% equity interest in Aoyuan Huafu and
Aoyuan Huafu ceased to be a subsidiary of the Company. Please refer to the Company’s announcement
dated 3 February 2023.

Disposal of 29.9% of the Issued Share Capital of Aoyuan Healthy

On 16 February 2023, Main Trend Limited (“Main Trend"”), a wholly-owned subsidiary of the Company,
entered into a sale and purchase agreement with Best Discovery International Limited (“Best Discovery”),
an independent third party, pursuant to which Main Trend conditionally agreed to sell, and Best Discovery
conditionally agreed to purchase, 29.9% of the issued share capital of Aoyuan Healthy at the consideration
of HK$256,000,000 (equivalent to approximately RMB224,168,000).

Annual Report 2022 11
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1] Management Discussion and Analysis (continued)

Immediately after completion of this transaction, Best Discovery and Main Trend shall hold 29.9% and
24.68% of the entire issued share capital of Aoyuan Healthy respectively, and therefore Best Discovery shall
become the single largest shareholder of Aoyuan Healthy, and Main Trend together with the Company will
cease to be the controlling shareholders of Aoyuan Healthy but shall remain as the substantial shareholders
of Aoyuan Healthy. Aoyuan Healthy and its subsidiaries will cease to be accounted as the subsidiaries of the
Group by virtue of the completion.

Disposal of the entire issued share capital in each of Aoyuan 133ASurrey GP Ltd., 133A
Street Projects Ltd. and Aoyuan Parking and Storage (BC) Ltd

On 11 May 2023, the Group entered into a sale and purchase agreement with Macdonald Communities
Limited (“Macdonald Communities”), an independent third party, pursuant to which, the Group conditionally
agreed to sell, and Macdonald Communities conditionally agreed to purchase, the entire issued and
outstanding common shares of Aoyuan Parking and Storage (BC) Ltd., 133A Street Projects Ltd. and
Aoyuan 133ASurrey GP Ltd. and the interest free promissory note issued by 133A Street Projects Ltd. in the
amount of CAD50,300,000 in the aggregate consideration of CAD50,300,004 (equivalent to approximately
RMB258,346,000). Upon completion of the disposal of the aforesaid issued and outstanding common
share, Aoyuan Parking and Storage (BC) Ltd., 133A Street Projects Ltd., Aoyuan 133ASurrey GP Ltd. and
their subsidiaries (as the case may be) will cease to be subsidiaries of the Company. Please refer to the
Company's announcement dated 12 May 2023.

Independent Investigation as to the Fund Flows Matters

In response to certain fund flows with the related parties of Aoyuan Healthy and its subsidiaries (the
“Fund Flows Matters"”) and the independent investigations into the Fund Flows Matters conducted by the
investigation firm engaged by the Aoyuan Healthy's investigation committee (the “AH Investigations”)
as disclosed in the announcements of Aoyuan Healthy dated 3 October 2022 and 31 March 2023, an
independent investigation committee (the “Independent Investigation Committee”), comprising all the
independent non-executive Directors, has been established and the Independent Investigation Committee
has engaged an independent financial adviser in March 2023 to provide independent views on, among
others, the adequacy of the AH Investigations and the integrity of the personnel involved during the
corresponding period. Further, the Independent Investigation Committee has engaged an independent
investigator in May 2023 to conduct independent forensic investigation (the “Forensic Investigation”) into
the Fund Flows Matters. The Forensic Investigation seeks to establish the relevant facts and circumstances
surrounding the Fund Flows Matters, which may be followed by a targeted internal control assessment to
assess whether there are indications of potential weaknesses or deficiencies in the Company’s internal
control systems in connection with the Fund Flows Matters, together with the status of any rectification
measures that may have been implemented to-date.

The Company has been actively cooperating with the independent financial adviser and the independent
investigator. The work of the independent financial adviser and the independent investigator is still in
progress and no conclusion has been drawn as at the date of this report. The Independent Investigation
Committee will provide its views by separate announcement after reviewing the reports from the
independent financial adviser and the independent investigator.

12 China Aoyuan Group Limited



Management Discussion and Analysis (continued) |_.|I_|_

Progress of the Offshore Debt Restructuring

The Company and its advisors have been engaged in active discussions with certain major offshore
creditors to implement a holistic financial restructuring that would provide the Group with a sustainable
capital structure to deliver long term value for all of its stakeholders. The Company is pleased to announce
that it has agreed the key commercial terms of the offshore holistic debt restructuring plan (the “Holistic
Restructuring”) with the ad-hoc group comprising holders of certain offshore senior notes issued by the
Company (representing approximately 33.10% of the outstanding principal amount of certain offshore senior
notes issued by the Company).

Once implemented, the Holistic Restructuring will provide the Group with a sustainable capital structure,
allowing the Company to focus on its daily operations with a view to enhance stakeholder value.

The Company continues to engage in constructive discussions with all relevant stakeholders with the
assistance of KPMG.

Offshore creditors of the Company are encouraged to contact the following representative to facilitate the
Company's efforts to implement a potential restructuring plan:

KPMG Advisory (China) Limited

Address: 8/F, Prince’s Building, 10 Chater Road, Hong Kong
Email: aoyuan.restructuring@kpmg.com

EMPLOYMENT AND REMUNERATION POLICY

As at 31 December 2022, the Group had 9,002 employees (31 December 2021: 13,032 employees). The
Group regularly reviews remuneration and benefits of its employees according to the relevant market
practice and individual performance of the employees. Pursuant to relevant laws and regulations, the Group
provides contributions to social insurance of China and contribution to the Mandatory Provident Fund
Scheme of Hong Kong for eligible employees. The Group also provides employees in China with medical
insurance, individual work injury insurance, maternity insurance and unemployment insurance.

Annual Report 2022 13
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N Biographical Details of Directors

Guo Zi Wen, Executive Director
Chairman

Guo Zi Wen, aged 58, is the founder of the Group, and holds a Master degree in business administration. He is
an executive Director of the Group, the Chairman and the chairman of the Nomination Committee. Mr. Guo
is also a director of certain subsidiaries of the Company. Mr. Guo is mainly responsible for the formulation
of development strategies of the Company, as well as giving guidance to the Group's project planning,
financing and investment, and leads the overall administration management of the Group.

In 2008, Mr. Guo was awarded as one of the Top 10 Outstanding Entrepreneurs of the Past Three Decades
in China Real Estate and was recognized as one of the Top 30 Leaders in the Residential Construction of
Guangdong. In 2014, Mr. Guo received the Award of “Outstanding Leaders for the Year” nominated by
Nanfang Media and Peking University. In 2015, Mr. Guo was awarded “2015 Corporate Social Responsibility
Outstanding Enterprise Award” (20151 ¥4 & EEAE B E R ) by Xinhuanet.com (FTEH). Mr. Guo Zi
Wen is also a director and a distinguished alumni of Guangzhou Jinan University. He served as a member
of the Standing Committee of the Nineth Chinese People’s Political Consultative Conference in Guangdong
Province, the vice president of the Nineth Session of the Guangdong Federation of Industry and Commerce,
the vice chairman of the Tenth Session of the Guangdong Federation of Industry and Commerce and other
social positions. Except for being a Director of the Company, Mr. Guo has not held any directorship in the
last three years in public companies which are listed in Hong Kong or overseas. Mr. Guo is the brother of
Mr. Guo Zi Ning.

Guo Zi Ning, Executive Director

Guo Zi Ning, aged 61, resigned as an executive Director, a vice chairman and the chief executive officer
of the Group on 27 April 2023. He participated in the formation of the Group in 1996, and leads the party
committee, trade union and corporate culture of the Group. Mr. Guo holds a Master degree in business
administration and a doctor degree in business administration; and he obtained a Postdoctoral certificate
from the California State University Monterey Bay in U.S. in September 2016. Mr. Guo has also been an
external tutor of Peking University HSBC Business School EDP Centre (1t ;R A 2248 207 5 4 B IE 2 B (EDP)
/1.0 since November 2017, and is currently a distinguished professor of the faculty of economics at Peking
University and a member of the National Steering Committee for Postgraduate Education of Business
Administration Degree (2B TEBIEEXSN T EHREREZLZE D). Mr. Guo was the chairman of the
board and non-executive director of Aoyuan Healthy Life Group (3662.HK) between 9 July 2018 and 16
February 2023 and resigned on 16 February 2023. Mr. Guo is the brother of Mr. Guo Zi Wen.

Ma Jun, Executive Director
Co-president

Ma Jun, aged 46, is an executive Director and a co-president of the Group. He is also a director of certain
subsidiaries of the Company. Mr. Ma is mainly responsible for the operation and management of property
development of the Group. Mr. Ma holds a Master degree in civil engineering construction from Chongging
University and a Bachelor degree in environmental engineering from Tianjin University in the PRC. Mr. Ma
joined the Group in March 2015, he was appointed as an executive Director on 28 August 2015 and was
appointed as co-president of the Group on 21 March 2021. Mr. Ma worked at F /8 ZE X =2 7] (in English,
for identification purpose only, China Overseas Land Tianjin Company) as deputy general manager and
Autren Real Estate (Group) Co., Ltd. as an executive vice president and possesses more than 20 years of
experience in the real estate industry. Mr. Ma was appointed as chairman of the board and non-independent
director of Aoyuan Beauty Valley Technology Co., Ltd (000615.SZ7) (formerly known as Kinghand Industrial
Investment Group Co., Ltd.) in 15 July 2020 and resigned on 29 December 2021.
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Chen Zhi Bin, Executive Director
Co-president and Chief Financial Officer

Chen Zhi Bin, aged 41, is an executive Director and co-president of the Group. From 19 April 2019 to 27
April 2023, Mr. Chen had served as the chief financial officer of the Group. He is mainly responsible for the
domestic and external debt restructuring. Mr. Chen graduated from Sun Yat-Sen University in the PRC with
a bachelor’s degree in finance and is a member of The Chinese Institute of Certified Public Accountants.
Mr. Chen joined the Group in August 2014, he was appointed as an executive Director on 27 January 2021
and was appointed as co-president of the Group on 21 March 2021. Mr. Chen had served in renowned
companies such as Deloitte Touche Tohmatsu CPA and Fantasia Holdings as an audit manager and a general
manager of finance department. Mr. Chen resigned as the chief financial officer on 27 April 2023. Mr. Chen
had served as a non-executive director of Aoyuan Healthy Life Group Company Limited (3662.HK) from July
2018 to January 2021.

Chan Ka Yeung Jacky, Executive Director
Senior Vice President

Chan Ka Yeung Jacky, aged 43, was an executive and a senior vice president of the Group. Mr. Chan
is mainly responsible for listed company related affairs, including corporate finance and capital markets
management, as well as advisory of International Investment Group. He graduated from the University
of Illinois at Urbana-Champaign in the USA with extensive experiences in finance industry and corporate
management. Mr. Chan joined the Group in October 2013, and was appointed as an executive Director on
15 April 2019 and left his positions as an executive Director and a senior vice president of the Group on
14 April 2022. He had previously been the capital markets department head of Agile Group and the chief
investment officer of Zhong An Group. Except for being a Director of the Company, Mr. Chan has not held
any directorship in the last three years in public companies which are listed in Hong Kong or overseas.

Zhang Jun, Non-executive Director

Zhang Jun, aged 47, was a non-executive Director. Mr. Zhang graduated from Zhongnan University of
Economics and Law, majoring in Marketing and studied in Wuhan University with a minor in Industrial and
Civil Architecture. Mr. Zhang joined the Group in February 2015 and was appointed as an executive Director
on 20 April 2020, and was re-designated as a non-executive Director on 30 July 2021. He resigned as a
non-executive Director on 29 July 2022. Mr. Zhang served as a deputy general manager of operation and
marketing and vice president in renowned companies such as Dalian Wanda Group Company Limited and
China Yurun Food Group Limited. Except for being a Director of the Company, Mr. Zhang has not held any
directorship in the last three years in public companies which are listed in Hong Kong or overseas.
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Biographical Details of Directors (continued)

Tsui King Fai, Independent Non-executive Director

Tsui King Fai, aged 73, was appointed as an independent non-executive Director on 13 September 2007. Mr.
Tsui is the chairman of Remuneration Committee, member of Audit Committee and Nomination Committee.
Mr. Tsui holds a Master degree of science in accountancy and a Bachelor degree of business administration
with first class honours awarded by the University of Houston. He is a fellow member of the Hong Kong
Institute of Certified Public Accountants, a member of the Chartered Accountants in Australia and New
Zealand and a member of the American Institute of Certified Public Accountants. He has over 40 years of
extensive experience in accounting, finance and investment management, particularly in investments in
Mainland China. He had worked for two of the “Big Four” audit firms in Hong Kong and the United States of
America and served in various public listed companies in Hong Kong in a senior capacity. Mr. Tsui resigned as
an independent non-executive Director, the chairman of Remuneration Committee, a member of each of the
Audit Committee and Nomination Committee on 20 January 2023. He was an independent non-executive
director of Lippo China Resources Limited (156.HK) up to 30 December 2022. Currently, Mr. Tsui is an
independent non-executive director of Lippo Limited (226. HK), Hongkong Chinese Limited (655.HK), Vinda
International Holding Limited (3331.HK) and Newton Resources Limited (1231.HK), all listed on the Main
Board of the Stock Exchange.

Cheung Kwok Keung, Independent Non-executive Director

Cheung Kwok Keung, aged 56, was appointed as an independent non-executive Director on 20 January
2011. Mr. Cheung is the chairman of Audit Committee, a member of each of Remuneration Committee and
Nomination Committee. He is a fellow member of the Association of Chartered Certified Accountants and
an associate member of the Hong Kong Institute of Certified Public Accountants. Mr. Cheung has over 20
years of experience in auditing, accounting and financial management. Mr. Cheung was the chief financial
officer and company secretary of Lee & Man Paper Manufacturing Limited (2314.HK) up to 31 December
2022, which is listed on the Main Board of Stock Exchange, and was an independent non-executive director
of Coolpoint Innonism Holding Limited (formerly known as DCB Holdings Limited, 8040.HK) from 19 January
2018 to 7 February 2023, which is listed on the GEM of the Stock Exchange.

Lee Thomas Kang Bor, Independent Non-executive Director

Lee Thomas Kang Bor, aged 69, was appointed as an independent non-executive Director on 13 April 2021.
Mr. Lee is the chairman of Remuneration Committee (from 20 January 2023 onwards), a member of each
of Audit Committee and Nomination Committee. Mr. Lee graduated from The Hong Kong Polytechnic
University (formerly known as Hong Kong Polytechnic) with a higher diploma in accountancy in 1976.
He received his bachelor and master of laws degrees from the University of London in 1988 and 1990,
respectively. Mr. Lee is a member of the Henan Provincial Committee of the Chinese People’s Political
Consultative Conference, a fellow member of the Hong Kong Institute of Certified Public Accountants, the
Association of Chartered Certified Accountants (UK), the Taxation Institute of Hong Kong, and a member
of the Institute of Chartered Secretaries and Administrators and the Hong Kong Institute of Chartered
Secretaries. Mr. Lee was called to the Bar of the Honourable Society of Lincoln’s Innin 1990. Mr. Lee is a
past president and an advisor of the Taxation Institute of Hong Kong, a past president and honorary advisor
of Asia Oceania Tax Consultants’ Association and a past president of Hong Kong Professional and Senior
Executives Association. Mr. Lee is the chairman of Thomas Lee & Partners Limited, Certified Tax Advisers.
From August 2008 to March 2021, Mr. Lee served as an independent non-executive director of Sparkle
Roll Group Limited (970.HK); From September 2005 to May 2022, Mr. Lee served as an independent non-
executive director of China Infrastructure & Logistics Group Limited (1719.HK) the shares of which are listed
on the Main Board of the Stock Exchange.
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Tan Yi

Tan Yi, aged 43, is vice president of the Group. He graduated from Sun Yat-Sen University with a master’s
degree in laws. He joined the Group in October 2006, he was appointed as an executive Director on 27
April 2023, and is mainly responsible for overall daily operation and compliance, investment and legal
management of the Group.

Yang Hai Neng

Yang Hai Neng, aged 48, is a vice president of the Group. He graduated from Fudan University with an
EMBA master degree. He had worked in well-known property companies such as CIFl and BRC, and served as
the general manager of city companies and group president assistant. He joined the Group in January 2018
and is currently responsible for operation and management of real estate development projects in Zhejiang,
Jiangsu, Shanghai and Hunan.

Zhang Chao

Zhang Chao, aged 38, is vice president of the Group. He graduated with a master’s degree in civil
engineering from Chongging University. He served as general manager and assistant president of Greenland,
Yango, and Seedland. He joined the Group in July 2021, and is mainly responsible for the operation and
management of real estate development projects in Shenzhen, Huizhou, Zhuhai and Zhanjiang.

Yin Ji

Yin Ji, aged 41, is a vice president of the Group. He graduated from Sun Yat-sen University with an EMBA
degree. He worked as a marketing manager, general manager of city companies, president assistant and
general manager of South China in companies such as Vanke, Guangdong Resources Group, and Fosun
Health Capital. He joined the Group in March 2018, and is mainly responsible for the operation management
work of real estate development projects in regions such as Beijing, Chongging and Chengdu and capital
investment of the Group.

JOINT COMPANY SECRETARIES
Wong Mei Shan

Wong Mei Shan, joined the Group in July 2017 and was appointed as the company secretary of the
Company in August 2018. She is a certified public accountant and a fellow member of Hong Kong Institute
of Certified Public Accountants, with over 10 years of experience in company secretarial, corporate
governance and compliance affairs. She holds a Bachelor of Business Administration degree in accounting
from the Hong Kong University of Science and Technology and a Bachelor of Laws degree from the
University of London.

Lee Mei Yi

Lee Mei Yi, was appointed as the company secretary of the Company in January 2017. She is an executive
director of Corporate Services of Tricor Services Limited. She holds an Honours Bachelor's degree in
Accountancy and is a Chartered Secretary and a fellow member of both the Hong Kong Institute of
Chartered Secretaries and The Chartered Governance Institute.
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- Corporate Governance Report

The Board recognizes the importance of maintaining a high standard of corporate governance to protect
and enhance the benefits of shareholders. The Board and senior management of the Company recognized
their responsibility to maintain the interest of the shareholders and to enhance their value. The Board also
believes a deliberate policy of corporate governance can facilitate a company in rapid growth under a healthy
governance structure and strengthen the confidence of shareholders and investors.

DIRECTORS’ RESPONSIBILITIES

The Board should assume responsibility for leadership and control of the Company and is collectively
responsible for directing and supervising the Company's affairs.

The Board directly and indirectly through its committees, leads and provides direction to management by
laying down strategies and overseeing their implementation, monitors the Group's operational and financial
performance, and ensures that sound internal control and risk management systems are in place.

All Directors have full and timely access to all the information of the Company and may, upon request, seek
independent professional advice in appropriate circumstances, at the Company’s expenses, for discharging
their duties to the Company.

The Board reserves for its decision all major matters relating to policy matters, strategies and budgets,
internal control and risk management, material transactions (in particular those that may involve conflict of
interests), financial information, appointment of Directors and other significant operational matters of the
Company.

All Directors shall ensure that they carry out duties in good faith, in compliance with applicable laws and
regulations, and in the interests of the Company and its shareholders at all times.

CORPORATE GOVERNANCE CULTURE

The Company is committed to ensuring that its affairs are conducted in accordance with high ethical
standards. This reflects its belief that, in the achievement of its long-term objectives, it is imperative to act
with probity, transparency and accountability. By so acting, the Company believes that Shareholder wealth
will be maximised in the long term and that its employees, those with whom it does business and the
communities in which it operates will all benefit. Corporate governance is the process by which the Board
instructs management of the Group to conduct its affairs with a view to ensuring that its objectives are
met. The Board is committed to maintaining and developing robust corporate governance practices that are
intended to ensure:

satisfactory and sustainable returns to Shareholders;

- that the interests of those who deal with the Company are safeguarded;

- that overall business risk is understood and managed appropriately;

- the delivery of high-quality products and services to the satisfaction of customers; and

- that high standards of ethics are maintained.

China Aoyuan Group Limited
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CORPORATE GOVERNANCE PRACTICES

The Board is responsible for establishing a sound corporate governance framework and procedures and has
adopted the CG Code as its corporate governance code of practices.

During the year, the Board had performed, without limitation to, the following:

(e)

(f)

formulation and review of the Company's policies and practices on corporate governance;
review of the training and continuous professional development of Directors and senior management;

review and monitoring of the Company's policies and practices in compliance with legal and regulatory
requirements;

formulation, review and monitoring of the code of conduct and compliance applicable to employees
and Directors;

review and monitoring of the risk management and internal control system of the Company to ensure
their effectiveness; and

review of the Company’s compliance with the CG Code and disclosure in this report.

For the year ended 31 December 2022, the Company has complied with the provisions of the CG code,
details of which are set out on pages 18 and 33 of this report.
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CORPORATE GOVERNANCE STRUCTURE
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Board of Directors

As at 31 December 2022, the Board comprised four executive Directors namely Mr. Guo Zi Wen, Mr. Guo
Zi Ning, Mr. Ma Jun and Mr. Chen Zhi Bin and three independent non-executive Directors, namely Mr.
Tsui King Fai, Mr. Cheung Kwok Keung and Mr. Lee Thomas Kang Bor. The Board possesses a balance of
skills and experience appropriate for the requirements of the Company’s business. The Directors possess
management, finance and accounting professional qualifications with extensive experience in diversified
business.

The Board is responsible to the shareholders for providing effective leadership, and ensuring transparency
and accountability of the Group’'s operations. It sets the Company’s values and aims at enhancing
shareholders’ value. It formulates the Group's overall strategy and policies and sets corporate and
management targets, key operational initiatives as well as policies on risk management pursuant to the
Group's strategic objectives.

The Board is scheduled to meet at least four times a year to determine overall strategic direction and
objectives, approve interim and annual results, and discuss other significant matters on the businesses
and operations of the Group. During the year ended 31 December 2022, a total of 9 Board meetings were
held. Details of the Directors’ attendance at the Board meetings are set out under “Directors’/Committee
Members’ Attendance at Meetings” below.

There is no relationship among members of the Board except that Mr. Guo Zi Wen is the brother of Mr. Guo
Zi Ning.

Directors’/Committee Members’ Attendance at Meetings

Meeting Attended/Held During the Year Ended 31 December 2022
Annual Extraordinary

Audit Remuneration Nomination General General

Name of Directors Board Committee Committee = Committee Meeting Meeting
Executive Directors
Mr. Guo Zi Wen 99 171 I "
Mr. Guo Zi Ning (resigned on 27 April

2023) 99 n I
Mr. Ma Jun 99 11 7
Mr.Chen Zhi Bin 99 n I
Mr. Chan Ka Yeung Jacky

(resigned on 14 April 2022) 9/9 11 il
Non-executive Director
Mr. Zhang Jun

(resigned on 29 July 2022) 9/9 0/0 0/0
Independent Non-executive Directors
Mr. Tsui King Fai

(resigned on 20 January 2023) 9/9 2/2 3/3 1N il il
Mr. Cheung Kwok Keung 8/9 2/2 3/3 11 1”1 "
Mr. Lee Thomas Kang Bor 99 2/2 3/3 11 " "
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CONTINUOUS PROFESSIONAL DEVELOPMENT OF DIRECTORS

Directors should participate in continuous professional development to develop and refresh their knowledge
and skills to ensure that their contribution to the Board remains informed and relevant.

Every newly appointed Director has received a formal and comprehensive induction on the first occasion of
his/her appointment to ensure appropriate understanding of the business and operations of the Company
and full awareness of director’s responsibilities and obligations under the Listing Rules and relevant statutory
requirements.

Directors should participate in appropriate continuous professional development to develop and refresh their
knowledge and skills. Internaliy-facilitated briefings for Directors would be arranged and reading material on
relevant topics would be provided to Directors where appropriate.

The Company has arranged and funded suitable training, placing an appropriate emphasis on the roles,
functions and duties of a listed company director. The Company Secretarial Department of the Company
would provide relevant reading materials to the Directors to ensure that they are apprised of the latest
changes in the commercial, legal and regulatory requirements in relation to the Company’s businesses, and
to refresh their knowledge and skills. In addition, all Directors are encouraged to attend external forum, or
training course on relevant topics. During the year, the Directors had provided their records of continuous
professional development to the Company. The Board has reviewed and monitored the continuous
professional development of the Directors.

The Directors’ knowledge and skills are continuously developed and refreshed by, inter alia, the following
means:

(1) Attending training sessions, including but not limited to, briefings, seminars, conferences and
workshops; and

(2) Reading news/journal/magazine/other reading materials as regards real estate, legal and regulatory
changes and matters of relevance to the Directors in the discharge of their duties.

Records of the Directors’ training during 2022 are as follows:

Training
Members of the Board received
Executive Directors
Mr. Guo Zi Wen (Chairman) (1 &(2)
Mr. Guo Zi Ning (vice chairman and chief executive officer) (resigned on 27 April 2023) (1) & (2)
Mr. Ma Jun (co-president) (1) &(2)
Mr. Chen Zhi Bin (co-president and chief financial officer)

(resigned as the chief financial officer on 27 April 2023) (1) & (2)
Mr. Chan Ka Yeung Jacky (senior vice president) (resigned on 14 April 2022) (1) & (2)
Non-executive Director
Mr. Zhang Jun

(resigned on 29 July 2022) (1) & (2)

Independent Non-executive Directors
Mr. Tsui King Fai (resigned on 20 January 2023) (1) & (2)
Mr. Cheung Kwok Keung

Mr. Lee Thomas Kang Bor

SIS
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Guo Zi Wen is the Chairman of the Board and Mr. Guo Zi Ning is the Chief Executive Officer of
the Company. The Chairman of the Board is responsible for the overall strategic development of the
Group’s operation. The Chief Executive Officer, on the other hand, is principally responsible for the overall
management of the Group.

iINDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the existing INEDs has been appointed for a term of one year, subject to the provision of retirement
and rotation of Directors under the Articles of Association.

Pursuant to Rules 3.10(1) and 3.10(2) of the Listing Rules, the Company has appointed three INEDs. Two
of the INEDs have appropriate professional qualifications or accounting or related financial management
expertise.

As at the date of this annual report, Mr. Cheung Kwok Keung has served the Board for more than nine years.
Notwithstanding their length of tenure, in view of their professionalism, extensive business experience and
familiarity with the Company’s affairs, the Board is of the opinion that they possesses the required character,
integrity and experience to ensure their independence in order to objectively scrutinise the Company’s
performance.

The Company has received confirmations of independence pursuant to Rule 3.13 of the Listing Rules from
each of the INEDs and considers them to be independent.

The Chairman of the Board encourages open and active discussions. Directors may speak freely at the Board
meetings and actively participate in the discussions of significant decision-makings of the Company.

The Chairman of the Board places great emphasis on the communication with INEDs and meets INEDs
at least once a year in the absence of executive Directors to discuss about the Company's development
strategies, corporate governance, and operation management. During the year, the Chairman of the Board
held a meeting with all INEDs without the presence of the executive Directors. Details of their attendance
record are set out in the following table:

Number

of Meeting

Attended/

Number of

Name of Director Meeting Held
Mr. Guo Zi Wen Al
Mr. Tsui King Fai (resigned on 20 January 2023) 11
Mr. Cheung Kwok Keung il
Mr. Lee Thomas Kang Bor Al
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BOARD INDEPENDENCE EVALUATION

The Company has established a Board Independence Evaluation Mechanism which sets out the processes
and procedures to ensure a strong independent element on the Board, which allows the Board effectively
exercises independent judgment to better safeguard Shareholders’ interests.

The objectives of the evaluation are to improve Board effectiveness, maximise strengths, and identify the
areas that need improvement or further development. The evaluation process also clarifies what actions of
the Company need to be taken to maintain and improve the Board performance, for instance, addressing
individual training and development needs of each Director.

Pursuant to the Board Independence Evaluation Mechanism, the Board will conduct annual review on
its independence. The Board Independence Evaluation Report will be presented to the Board which will
collectively discuss the results and the action plan for improvement, if appropriate.

During the year ended 31 December 2022, all Directors has completed the independence evaluation
individually. The Board Independence Evaluation Report was presented to the Board and the evaluation
results were satisfactory.

BOARD COMMITTEES
(a) Audit Committee

During the year, the AC consists of three members with all INEDs, namely, Mr. Cheung Kwok
Keung (as chairman), Mr. Tsui King Fai and Mr. Lee Thomas Kang Bor. Mr. Cheung Kwok Keung,
the chairman of AC, has appropriate professional qualifications, accounting and related financial
management expertise, with appropriate professional qualification as required under Rule 3.10(2) of
the Listing Rules.

The primary duties of the AC are mainly to make recommendations to the Board on the appointment
and removal of external auditor; review the financial statements and material advice in respect of
financial reporting; and oversee financial reporting system and internal control procedures of the
Company.

The terms of reference of the AC are in compliance with Rule 3.21 of the Listing Rules and the CG
Code as set out in Appendix 14 to the Listing Rules. For the year ended 31 December 2022, the AC
held 2 meetings. Details of the committee members’ attendance at the AC meetings are set out
under “Directors’/Committee Members' Attendance at Meetings” above.

The summary of the work of the AC during the year ended 31 December 2022 is set out below:

° reviewed the Company's relationship with the external auditors, discussed with the Company’s
external auditors on the tasks performed by them including the nature and scope of their audit
and reporting obligations, and reviewed the terms of engagement and remuneration of the
external auditors;

° met with the auditors to discuss the accounting and audit issues of the Group and reviewed
their findings, recommendations and representations;

o reviewed the Group's internal control and risk management system; and

° reviewed the adequacy of resources, qualifications and experience of staff of the Group's
accounting and financial reporting function and their training programmes.
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(b) Remuneration Committee

During the year, the RC consists of three members with all INEDs, namely, Mr. Tsui King Fai (as
chairman), Mr. Cheung Kwok Keung, and Mr. Lee Thomas Kang Bor.

The terms of reference of the RC are in compliance with Rule 3.25 of the Listing Rules and the
CG Code as set out in Appendix 14 to the Listing Rules. The primary duties of the Remuneration
Committee are to make recommendations to the chairman of the Board about their remuneration
proposals for other executive Directors, make recommendation to the Board on the Company’'s
remuneration policy and structure for all Directors’ and senior management, assessing performance
of the executive Directors, make recommendation to the Board on the remuneration packages of
individual Directors’ and senior management and reviewing and/or approving matters relating to share
schemes under Chapter 17 of the Listing Rules.

For the year ended 31 December 2022, the RC held 3 meetings. Details of the committee members’
attendance at the RC meetings are set out under “Directors’/Committee Members’ Attendance at
Meetings” above.

The summary of the work of the RC during the year ended 31 December 2022 is set out below:

o reviewed the existing policy and structure of the remuneration of management of the Group;

° made recommendations to the Board on the remuneration packages of the executive Directors
and management of the Group; and

° assessed performance of the executive Directors.
The remuneration of the senior management (excluding Executive Directors), whose biographical

details are included in section headed “Biographies of Directors and Senior Management” of this
Annual Report, during the year falls within the following bands:

Remuneration (RMB) Number of individuals
500,000-1,000,000 2
1,000,000-1,500,000 2

The Company’s remuneration policy is to ensure that the remuneration offered to employees,
including Directors and senior management, is based on skill, knowledge, responsibilities and
involvement in the Company’s affairs. The remuneration packages of executive Directors are also
determined with reference to the Company’s performance and profitability, the prevailing market
conditions and the performance or contribution of each executive Director. The remuneration for the
executive Directors comprises basic salary, pensions and discretionary bonus. Executive Directors
shall receive options to be granted under the Company’s share option scheme. The remuneration
policy for non-executive Director and independent non-executive Directors is to ensure that non-
executive Director and independent non-executive Directors are adequately compensated for their
efforts and time dedicated to the Company’s affairs, including their participation in Board committees.
The remuneration for the non-executive Director and independent non-executive Directors mainly
comprises Director’s fee which is determined with reference to their duties and responsibilities by the
Board. Non-executive Director and independent non-executive Directors shall not receive options to
be granted under the Company's share option scheme. Individual Directors and senior management
have not been involved in deciding their own remuneration.
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During the year ended 31 December 2022, the Board reviewed the implementation and effectiveness
of the Board Independence Evaluation Mechanism and the results were satisfactory.

(¢) Nomination Committee

During the year, the NC consists of four members with one executive Director, namely Mr. Guo Zi
Wen (as chairman) and three INEDs, namely, Mr. Tsui King Fai, Mr. Cheung Kwok Keung, and Mr. Lee
Thomas Kang Bor.

The terms of reference of the NC are in compliance with the CG Code as set out in Appendix 14 to
the Listing Rules. The primary duties of the NC are to review the structure, size and composition
of the Board and make recommendations to the Board regarding candidates to fill vacancies on the
Board.

For the year ended 31 December 2022, the NC held 1 meeting. Details of the committee members’
attendance are set out under “Directors’/Committee Members' Attendance at Meetings” above.

The summary of the work of the NC during the year ended 31 December 2022 is set out below:
° made recommendations to the Board on the re-election of Directors at the 2022 AGM;

° made recommendations to the Board on the new appointment of an executive Director and
independent non-executive Director;

o assessed the independence of INEDs; and
° reviewed the structure, size and composition of the Board.

In assessing the Board composition, the Nomination Committee would take into account various
aspects as well as factors concerning Board diversity as set out in the Company’s Board Diversity
Policy. The Nomination Committee would discuss and agree on measurable objectives for achieving
diversity on the Board, where necessary, and recommend them to the Board for adoption.

In identifying and selecting suitable candidates for directorships, the Nomination Committee would
consider the candidate’s relevant criteria as set out in the Director Nomination Policy that are
necessary to complement the corporate strategy and achieve Board diversity, where appropriate,
before making recommendation to the Board.

APPOINTMENT, RE-ELECTION AND REMOVAL OF DIRECTORS

According to the Articles of Association, Directors shall be elected at the Shareholders’ general meeting. At
the expiry of a Director's term, the Director may stand for re-election and reappointment for further term.
Subject to the compliance of the provisions of the relevant laws, the general meeting of the Shareholders
may dismiss by ordinary resolution any Directors of whom the term of office has not expired (the claim for
compensation under any contracts shall however be not affected).
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The procedures for the appointment, re-election and removal of directors are set out in the Articles of
Association. The remuneration committee carefully considers the qualifications and experience of director
candidates and recommends them to the Board for consideration. After the Board passes the nomination
resolution in relation to the candidate, it is proposed to the general meeting to elect the relevant candidates
for approval.

DIRECTOR NOMINATION POLICY

The Board has delegated its responsibilities and authority for selection and appointment of Directors to the
NC.

The Company has adopted a Director Nomination Policy which sets out the selection criteria and process
and the Board succession planning considerations in relation to nomination and appointment of Directors
of the Company and aims to ensure that the Board has a balance of skills, experience and diversity of
perspectives appropriate to the Company and the continuity of the Board and appropriate leadership at
Board level.

The Director Nomination Policy sets out the factors for assessing the suitability and the potential contribution
to the Board of a proposed candidate, including but not limited to the following:

° Skills, experience and professional expertise — the candidate should possess the skills, knowledge,
experience, qualification and professional expertise which are relevant to the operation of the Group.

° Diversity — the candidate should be considered with due regard to the diversity perspectives set out in
the board diversity policy of the Company.

° Commitment — the candidate should be able to devote sufficient time to attend the board meetings
and participate in induction, training and other relevant activities.

o Standing — the candidate must satisfy the Board and the Stock Exchange that he/she has the
character, experience and integrity, and is able to demonstrate a standard of competence
commensurate with the relevant position as a director of the Company.

° Independence — the candidate to be nominated as an independent non-executive Director must satisfy
the independence criteria set out in Rule 3.13 of the Listing Rules.

The Director Nomination Policy also sets out the procedures for the selection and appointment of new
Directors and re-election of Directors at general meetings. During the year 2022, there were some changes
in the composition of the Board as below:

1. Mr. Chan Ka Yeung Jacky resigned as an executive Director and the senior vice president of the
Group, with effect from 14 April 2022.

2. Mr. Zhang Jun resigned as a non-executive Director, with effect from 29 July 2022.
Save as disclosed, there was no other change in the composition of the Board during 2022.

The Nomination Committee will review the Director Nomination Policy, as appropriate, to ensure its
effectiveness.
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BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy which sets out the approach to achieve diversity on the
Board, based on a range of measurable objectives, including but not limited to gender, age, cultural and
educational background, professional experience and qualifications, skills, knowledge and length of service,
having due regard to the Company’s own business model and specific needs from time to time.

All Board appointments will be made on meritocracy and candidates will be considered against objective
criteria, with due regard for the benefits of the diversity on the Board. Selection of candidates will be based
on a range of diversity perspectives, including but not limited to gender, skills, age, professional experience,
knowledge, cultural, educational background, ethnicity and length of service. The Nomination Committee will
discuss and agree annually all measurable objectives for achieving diversity on the Board and recommend
them to the Board for adoption.

With the existing Board members coming from a variety of business and professional background, having a
balance of skills, experience, expertise and diversity of perspectives appropriate to the requirements of the
Company's business. Furthermore, our Board has a wide range of age, ranging from 41 years old to 72 years
old. Taking into account our existing business model and specific needs as well as the different backgrounds
of our Directors, at present, the composition of our Board satisfies our Board Diversity Policy. During the
year, the Board did not have female director, but the Board will try to achieve the target of appointing at
least 1 female director in the coming future.

The Nomination Committee will review the Board Diversity Policy, as appropriate, to ensure its
effectiveness. The Nomination Committee will discuss any revision that may be required and recommend
any such revisions to the Board for consideration and approval.

GOING CONCERN AND MITIGATION MEASURES

In view of the matters described in the section headed "“Basis for disclaimer of opinion — Multiple
Uncertainties Relating to Going Concern” in the “Independent Auditor's Report” on pages 117 to 119 of this
annual report, the Company’s independent auditor, SHINEWING (HK) CPA Limited (the "Auditor”), did not
express an opinion on the consolidated financial statements of the Group for the year ended 31 December
2022.

The Directors have carefully considered the Group’s anticipated cash flow projections for the next 18
months from 31 December 2022 and have given due consideration to the matters that give rise to material
uncertainty as to its ability to continue as a going concern, and accordingly, have proactively come up with
debt solutions to improve the liquidity position, details of which are set out in note 2 to the consolidated
financial statements as contained in this annual report. In the Directors’ opinion, in view of such plans
and measures, the Group will be able to optimize resources to revitalize the construction and sales of its
properties and meet its financial obligations as and when they fall due within the next 18 months from
31 December 2022. Accordingly, the Directors consider that the preparation of the consolidated financial
statements as at 31 December 2022 on a going concern basis is appropriate.

The Board has discussed the going concern issue with the Group’s management and is sincerely satisfied

that with the orderly implementation of the plans and measures regarding debt restructuring resolution, it is
appropriate to prepare the consolidated financial statements on a going concern basis.
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The Audit Committee has discussed with the Board and the Group’s management regarding the going
concern issue, and with the orderly implementation of the plans and measures regarding debt restructuring
resolution, agreed with the position taken by the Group’s management and the Board regarding the
accounting treatment adopted by the Company.

The Audit Committee also discussed and understood the concerns of the Auditor that uncertainties exist as
to whether the Group’s management will be able to attain its plans and measures. There is no disagreement
by the Board, the Group’s management nor the Audit Committee with the position taken by the Auditor
regarding the going concern issue.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the risk management and internal control systems and
reviewing their effectiveness. Such systems are designed to manage rather than eliminate the risk of failure
to achieve business objectives, and can only provide reasonable and not absolute assurance against material
misstatement or loss.

The Board has the overall responsibility for evaluating and determining the nature and extent of the risks it is
willing to take in achieving the Company’s strategic objectives, and establishing and maintaining appropriate
and effective risk management and internal control systems.

The AC assists the Board in leading the management and overseeing their design, implementation and
monitoring of the risk management and internal control systems.

The Company has developed and adopted various risk management procedures and guidelines with defined
authority for implementation by key business processes and office functions.

All divisions conducted internal control assessment regularly to identify risks that potentially impact the
business of the Group and various aspects including key operational and financial processes, regulatory
compliance and information security. Self-evaluation has been conducted annually to confirm that control
policies are properly complied with by each division.

The management, in coordination with division heads, assessed the likelihood of risk occurrence, provided
treatment plans, and monitored the risk management progress, and reported to the AC and the Board on all
findings and the effectiveness of the systems.

The management has reported to the Board and the AC on the effectiveness of the risk management and
internal control systems for the year ended 31 December 2022.

The Internal Audit Department is responsible for performing independent review of the adequacy and
effectiveness of the risk management and internal control systems. The Internal Audit Department
examined key issues in relation to the accounting practices and all material controls and provided its findings
and recommendations for improvement to the AC.

Annual Report 2022 29



NN

(i

30

Corporate Governance Report (continued)

The Board, as supported by the AC as well as the management report and the internal audit findings,
conducted an annual review of the risk management and internal control systems, including the financial,
operational and compliance controls, for the year ended 31 December 2022, and considered that such
systems are effective and adequate. The annual review also covered the financial reporting, internal audit
function, and staff qualifications, experiences and relevant resources.

The Company has developed its disclosure policy which provides a general guide to the Company’s
Directors, officers, senior management and relevant employees in handling confidential information,
monitoring information disclosure and responding to enquiries.

Control procedures have been implemented to ensure that unauthorized access and use of inside
information are strictly prohibited.

AUDIT

The Directors acknowledge their responsibility for preparing the financial statements of the Group for the
year ended 31 December 2022 and confirm that the financial statements contained herein give a true and
fair view of the results and state of affairs of the Group for the year under review. The Directors consider
that the financial statements have been prepared in conformity with the statutory requirements and the
applicable accounting standards.

Auditor’'s Remuneration

An analysis of the remuneration paid/payable to the external auditor, SHINEWING (HK) CPA Limited, in
respect of audit services and non-audit services for the year ended 31 December 2022 is set out below:

RMB’000
Audit services 11,500*
Non-audit services
— Others 98
* Another RMB3,500,000 is payable to a member firm for audit services in relation to a subsidiary of the Company registered in
the PRC.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct regarding directors’ dealings in
the securities of the Company. The Model Code is sent to each director of the Company on his/her initial
appointment and from time to time which is amended or restated.

Upon specific enquiry by the company secretary of the Company, all Directors have confirmed that they

have complied with the required standards as set out in the Model Code throughout the year ended 31
December 2022.
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JOINT COMPANY SECRETARIES

Ms. Wong Mei Shan and Ms. Lee Mei Yi are the joint company secretaries of the Company. Ms. Lee Mei Yi is
an executive director of Corporate Services of Tricor Services Limited, and is not a full time employee of the
Company. Ms. Wong Mei Shan is a full time employee of the Company. For the year ended 31 December
2022, both of Ms. Wong and Ms. Lee have received not less than 15 hours of relevant professional training
respectively in compliance with Rule 3.29 of the Listing Rules.

SHAREHOLDERS' RIGHTS

The Company recognizes the importance, and takes high priority, on communication with its shareholders.
Certain key information on shareholders’ rights is provided below:

1. Communication with Shareholders

The general meetings provides a channel for communication between the Board and the
Shareholders. The Group makes great efforts to enhance the communication with Shareholders. The
Shareholders can visit the website of the Company (www.aoyuan.com.cn) for updated information of
the Group and press releases are also posted on our website in a timely manner. Notice of the AGM
together with the meeting materials will be despatched to all shareholders at least 20 clear business
days before the AGM.

2. Procedures to convene and put forward proposals at extraordinary general meeting

Shareholders may request the Company to convene a general meeting according to the provision
as set out in the Articles of Association and the Cayman Companies Act. A copy of the Articles of
Association can be found on the Company'’s website.

Pursuant to Article 58 of the Articles of Association of the Company, the Board may, whenever it
thinks fit, call extraordinary general meetings. Any one or more Members holding at the date of
deposit of the requisition not less than one-tenth of the paid up capital of the Company carrying
the right of voting at general meetings of the Company shall at all times have the right, by written
requisition to the Board or the Secretary of the Company, to require an extraordinary general meeting
to be called by the Board for the transaction of any business or resolution specified in such requisition;
and such meeting shall be held within 2 months after the deposit of such requisition. If within 21
days of such deposit the Board fails to proceed to convene such meeting the requisitionist(s) himself
(themselves) may convene a physical meeting at only one location which will be the Principal Meeting
Place, and all reasonable expenses incurred by the requisitionist(s) as a result of the failure of the
Board shall be reimbursed to the requisitionist(s) by the Company.

3. Procedures for Shareholders to Propose a Person for Election as a Director of the
Company

The Company also adopted a set of procedures for putting forward proposals by the Shareholders at
general meetings.

According to the provisions of the Articles of Association, the Company may from time to time in

general meeting by ordinary resolution elect any person to be a Director either to fill a casual vacancy
or as an additional Director.
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If a Shareholder wishes to propose a person other than a Director of the Company for election as a
Director at a general meeting, he/she can deposit a written notice at the principal place of business
of the Company in Hong Kong for the attention of the Board and Company Secretary. The period
for lodgment of such written notice shall commence on the day after the despatch of the notice of
general meeting and end no later than 7 days prior to the date of such general meeting.

To facilitate the Company to inform Shareholders of that proposal, the written notice must state the
full name of the person proposed for election as a Director, including the person’s biographical details as
required by Rule 13.51(2) of the Listing Rules, and be signed by the Shareholder concerned and that
person indicating his/her willingness to be elected.

In order to allow the Shareholders have sufficient time to receive and consider the proposal of election
of the proposed person as a Director of the Company, Shareholders are encouraged to submit and
lodge the written notice as early as practicable.

The procedures for shareholders to nominate a person for election as a Director of the Company is
available on the Company’s website with title “Procedures for Shareholders to Propose a Person for
Election as a Director of the Company”.

4. Procedures to send enquiries to the Board

Shareholders may send their enquiries and concerns to the Board by addressing them to the principal
place of business of the Company in Hong Kong at Units 1901-2, 19th Floor, One Peking, No. 1
Peking Road, Tsimshatsui, Kowloon, Hong Kong by post for the attention of the Company Secretary.

INVESTOR RELATIONS

The Company's website (www.aoyuan.com.cn) provides comprehensive and understandable news and
information of the Company to the Shareholders, other stakeholders and investors. The Company will
also update the website information from time to time to inform Shareholders and investors of the latest
development of the Company.

The Company considers that effective communication with Shareholders is essential for enhancing investor
relations and investor understanding of the Group’s business performance and strategies. The Company
also recognizes the importance of transparency and timely disclosure of corporate information, which will
facilitate Shareholders and investors to make the best investment decisions. To achieve this, the Company
maintains a website at http://www.aoyuan.com.cn, where up-to-date information and updates on the
Company’s business operations and developments, financial information, corporate governance practices
and other information are posted.

The general meetings of the Company also provide good opportunity for exchange of views between the
Board and the Shareholders. The Chairman as well as chairmen of the NC, RC and AC or, in their absence,
other members of the respective committees and, where applicable, the chairman of the independent Board
committee, are available to answer questions at Shareholders’ meetings.

The Board believes effective investor relations can contribute towards lowering cost of capital, improving
market liquidity for the Company’s stock and building a more stable Shareholder base. Therefore, the
Company is committed to maintaining a high level of corporate transparency and following a policy of
disclosing information to Shareholders, investors, analysts and bankers. Keeping the Shareholders aware of
our corporate strategies and business operations is one of the key missions of our investor relations team.
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CONSTITUTIONAL DOCUMENT

During the year, the amended and restated Memorandum and Articles of Association was adopted by the
shareholders of the Company in the 2022 AGM held on 24 August 2022 for reflecting the amendments
made to the relevant Listing Rules, including Appendix 3 to the Listing Rules with effect from 1 January
2022. An up-to-date version of the Company’'s Memorandum and Articles of Association is available on the
Company's website and the Stock Exchange's website.

DIVIDEND POLICY

The Board has adopted a dividend policy in compliance with code provision E.1.5 of the CG Code:

Pursuant to the Dividend Policy, the Company does not have any pre-determined dividend payout ratio. The
declaration, payment and amount of dividends are subject to the discretion of the Board having regard to the
following factors:

(1) the Group's actual and expected financial performance;

(2)  the Group's expected working capital requirements, capital expenditure requirements and future
development plans;

(3) retained profits and distributable reserves of the Company and each of the other members of the
Group;

(4)  the Group's liquidity position;

(5)  the general economic conditions and other internal or external factors that may have an impact on the
business or financial performance and position of the Group;

(6)  the contractual restrictions on the payment of dividends by the Company to its Shareholders, if any;
(7)  the statutory and regulatory restrictions on the payment of dividends by the Company; and
(8) any other factors the Board may consider relevant.

The Company's dividend distribution record in the past may not be used as a reference or basis to determine
the level of dividends that may be declared or paid by the Company in the future.

The declaration and payment of dividend by the Company is also subject to any restrictions under the
Cayman Companies Act, any applicable laws, rules and regulations and the Articles of Association.
The declaration and payment of future dividend under the Dividend Policy are subject to the Board's
determination that the same would be in the best interests of the Group and the Shareholders of the
Company as a whole. The Board will review the Dividend Policy from time to time and may exercise at its
sole and absolute discretion to update, amend and/or modify the Dividend Policy at any time as it deems
fit and necessary. There is no assurance that dividends will be paid in any particular amount for any given
period.
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1 ABOUT THIS REPORT

China Aoyuan Group Limited (“China Aoyuan” or the “Company”), together with its subsidiaries (the
"Group”, “we" or "us”), as a leading developer and operator of composite real estate and theme properties
in China, are committed to building a harmonious and beautiful living experience and cultural values for the
homeowners with a brand concept of “Building Healthy Life”. The Group also fulfills its corporate social
responsibility by actively giving back to the community and contributing in the areas such as education,
poverty alleviation and community support. The Group firmly believes that through our persistent efforts,
China Aoyuan will achieve sustainable and quality development and become a long-lived enterprise with
stable operations.

1.1 Reporting Standards

China Aoyuan Group Limited and its subsidiaries are pleased to present the Environmental, Social and
Governance ("ESG") Report (the "ESG Report”), which outlines the efforts and achievements of the Group
in environmental and social aspects over the past year.

This report is prepared in accordance with the Environmental, Social and Governance Reporting Guide
(the "ESG Reporting Guide”) in Appendix 27 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, and with reference to the Guidelines on Preparation of Corporate Social
Responsibility Report for Corporations in China of Chinese Academy of Social Sciences (“CASS-CSR4.0"),
the GRI Sustainability Reporting Standards (the GRI Standards) and the Guide for Business Action on the
Sustainable Development Goals (“SDGs").

The ESG Report has been prepared in accordance with the Environmental, Social and Governance Reporting
Guide as set out in Appendix 27 of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) and has complied with the mandatory disclosure requirements
and the "Comply or Explain” provisions therein.

1.2 Scope of Reporting

The Report mainly discloses the ESG performance of business related to property development and property
investment in Mainland China from 1 January 2022 to 31 December 2022 (the “2022 Financial Year”, the
“Reporting Period” or the "Year"). As the nature of the business is similar (and so as the corresponding
environmental, social and governance impacts) in each region and the scale of business is directly
proportional to revenue, thus we use revenue to determine the scope of reporting. Unless otherwise stated,
the disclosure scope of the Report is consistent with that of the 2021 Environmental, Social and Governance
Report, including policies and management practices on material environmental, social and governance issues
relating to property development and real estate investment.

The environment data disclosed in this report include only the direct emission and consumption data
generated from offices and sales centres during the operation of relevant businesses of property
development and investment of the Group, and do not include the environment data generated from third
parties of the Group, such as contractors, tenants and customers. The data on human resource, occupational
health and safety and training disclosed in this report include data of all businesses of the Group as a whole.
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1.3 Principles of ESG Reporting

The Group based on the four reporting principles of materiality, quantitativeness, consistency and balance in
the compilation of this report. In preparing the ESG Report, the Group has paid attention to the principles of
materiality, quantitativeness, consistency and balance, and has applied such reporting principles as set out in
the Environmental, Social and Governance Reporting Guide above in the following manners:

Materiality

The content of the ESG
Report is determined on
the basis of a
stakeholder engagement
and materiality
assessment process
which includes
identifying ESG-related
issues, collecting and
reviewing comments
and suggestions from
management and
stakeholders, assessing
the relevance and
materiality of different
issues, and preparing
and validating the
reported content. The
ESG Report covers the
key issues which are
concerns for different
stakeholders.

Quantitativeness

The disclosure of
quantified
environmental and
social KPIs in the ESG
Report provides
stakeholders with a
comprehensive
understanding of the
Group's ESG
performance.
Information on the
standards, methods,
references-and data
resources for these
KPls*are set out where
appfapriate

Consistency

To facilitate
comparison of the
ESG Report of
different years,the
Group has adopted a
consistent reporting
format and calculation
method as far as
reasenably practicable.
Any changes to the
methodology have
also been presented
and explained in detail
in the corresponding
section.

Balance

The relevant data and
contents of the Group
are disclosed in an
objective and balanced
manner.
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2 BOARD STATEMENT
2.1 Vision and Mission

With the brand philosophy of “Building a Healthy Lifestyle” and the corporate core value of “Efficiency,
Integrity, Responsibility and Shared Success”, the Group is committed to providing customers with a quality
living environment and creating an active and healthy lifestyle, building a healthy living ecosystem.

Customer experience is of cardinal importance to the Group. The Group values customer feedback, striving
to improve customer satisfaction through establishing a customer satisfaction control system. The Group
pursues innovation in products and services, and therefore enhances brand awareness and reputation to
gain customer recognition.

The Group is committed to enhancing its corporate management as impetus for quality growth. The Group
has continued to raise the standardisation requirements in various areas such as project operation, sales
management, procurement and safety management, thereby enhancing overall operational efficiency. The
Group has also stepped up its monitoring and auditing efforts to build up a working culture of integrity.
Moreover, the Group actively promotes the upgrading and dissemination of its corporate culture to form
common values and objectives in the enterprise. We have strengthened the recruitment and cultivation of
talents and improved the incentive and appraisal mechanisms to create an environment encouraging staff to
demonstrate their talents.

3 STATEMENT OF THE BOARD

3.1 ESG Governance Structure

Board

It is comindttteditd taking, into cansideration of the impact of the Company’s
operations onenviranment and society and develops sustainable development |
poligiesittassumes the ESG management resposnsibilities, and regularly assesses i
the overall risk of the Group.

Senior Management

The senior management of each business segment is delegated to monitor the
implementation of sustainable development guidelines. The senior management
regularly assess the ESG risks and opportunities, and implement appropriate
measures.

)9eqpPay

ESG Working Group

Consisting of the management from relevant functional departments, it conveys
ESG performance target. It regularly reports to the Board of Director of
Company (the “Board”) on the Group’s sustainability performance and the latest
developments to ensure that the Board receives sufficient information and
follows up in a timely manner.
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China Aoyuan is committed to incorporating the concept of sustainable development into the governance
structure with the Board taking the lead in implementing sustainable development objectives and
commitments. The Audit Committee under the Board is responsible to oversee the management and
working group, regularly assesses the overall risk of the Group and formulates corresponding plans to
reduce the risk to an acceptable level.

The Group’s ESG Working Group is led by members of the Board of Directors and comprises heads of
functional departments. Its main responsibilities are to:

Keep abreast of the latest developments and regulations on corporate governance and ensure that
the Group's systems.and practices are'in line with regulatory requirements

Report regularly to the Board on Sustainability-related issues and the governance of the entity

Ensure integration of the structure and system of the Group with sustainable development strategies

Ensure the clear and accurate disclosure of the performance and investment in sustainable
development of the Group

culture

If there are significant risks in the business operation, the Board will follow up in a timely manner to prevent
them from affecting the Group's operation and profitability.
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3.2 Stakeholder Engagement and Materiality Assessment

Stakeholder engagement is of great importance to the sustainable development of the Group. In order to
understand and meet the opinions and expectations of stakeholders regarding the Group within the ESG
context, the Group actively maintains good communication with all internal and external stakeholders.
Effective communication with stakeholders also provide the Group with insight into existing risks and
potential opportunities. The Group has categorized its key stakeholders into the following eight groups,
covering all key stakeholders who are affected by or have a significant impact on the operations of the
Group. The communication channels of the Group with each category of stakeholders are set out in the
following table:

China Aoyuan Stakeholder Communication List

Stakeholders Expectations and requirements Communication channel and response
Government and ° Comply with national policies, laws e Communicate with regulators
Regulators and regulations regularly
° Promote local economic ° Inspection and supervision
development ° Case reporting

° Bolster local employment
Pay taxes on time

Shareholders e  Revenue return e General meeting
° Compliant operation ° Company announcement
° Enhance corporate value ° E-mail, telephone and company
° Clear information flow and website
effective communication e  (Case reporting
e  Site visit
Business partners ° Integrity operation ° Business communication
° Fair competition ° Negotiation for cooperation
o Perform according to the law o Review and evaluation meeting
° Mutual benefit ° Exchanges and seminars
Customers o Quality products and services o Customer communication meeting
o Health and safety o Customer service center and hotline
o Perform according to the law o Customer opinion survey
o Integrity operation o Social media platforms
o Return visits
Environment ° Comply with emission standards e Communicate with local
Energy conservation and emission environment authorities
reduction ° Communicate with local residents
o Ecological protection ° Report submission
Industry o Industry standard formulation o Exchanges and visits
° Promote industry development ° Participate in industry forums
Employees ° Rights and interests protection ° Staff communication meeting
o Occupational health and safety o Internal newsletterl and Intranet
o Compensation and benefits o Employee mailbox
° Career development ° Training and workshops
0 Humanistic caring o Staff activities
Community and the ° Open access to information ° Company website
public ° Improved community environment e Company announcement
° Engage in public welfare ° Media interviews
° Social media platforms
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Issues of which stakeholders are concerned are constantly changing according to changes in the market
and the environmental conditions. In this regard, based on market trends, opinions gathered via stakeholder
communication, and internal review made by the Board, we have updated and identified material ESG issues
which have a direct impact on the Group’s operations on an annual basis. The Group also engages a third-
party ESG consultant to conduct a materiality assessment of the Group in order to better understand the
expectations of each stakeholder category on the Group and to develop a more market-appropriate operating
strategy.

In order to identify material and relevant issues within the ESG aspects in business operation, we
conducted a materiality assessment through questionnaires. We undertstood from internal stakeholders,
external stakeholders and the Group management the issues which they consider relevant and important
to stakeholders and the Group's operations. The Group adopted the following three steps to assess
the materiality of an issue towards stakeholders and the entire business. The materiality assessment
was established by combining the questionnaire results and materiality maps' provided by renowned
external organizations. The assessment results are also used by the Board as a reference to enhance the
effectiveness of management and measures within the Group. In summary, materiality assessment and
issues are developed through a 3-step process as follows:

& } Identify
¥

The Group distributes questionnaires to-stakeholders for better
understanding of ESG issues they are exp eg'd'to at work and rank the
issues in accordance witlbthé.ir importance.

22

§ ...

The ESG consultant analyzes the questionnaire results and the
Group's-business, to identify ESG issues that have a significant impact
on:the business, and prepares a materiality matrix based on the

results. -

The results of the materiality assessment are reviewed and confirmed
by the Board in response to the concerns of the statkeholders.

Note:

1 The materiality maps referred to in the include the Environmental, Social and Governance Sector Materiality Map prepared by
Morgan Stanley Capital International (MSCI) and the Sustainability Accounting Standards Board (SASB) Foundation respectively.
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China Aoyuan's Material Issues

Environmental, Social and Governance Report (continued)

During the Year, the Group identified 13 key ESG-related issues together with ESG consultants, which will
be discussed in detail in each chapter of this report.

Key Issues Communication channel and
response
14. Employment Compliance 11 EMPLOYMENT AND LABOUR

PRACTICES

15. Employees' Remuneration and 11 EMPLOYMENT AND LABOUR
Benefits PRACTICES
16. Employees' Working Hours and | 11 EMPLOYMENT AND LABOUR
Employment and Labour Rest Period PRACTICES
Practices
17. Diversity and Equal Opportunity | 11 EMPLOYMENT AND LABOUR
PRACTICES
18. Occupational Health and Safety | 10 HEALTH AND SAFETY
19. Training and Education 11 EMPLOYMENT AND LABOUR
PRACTICES
21. Operational Compliance 5 REAL ESTATE PROJECT QUALITY
AND ADVERTISEMENT
24. Procurement Practices 8 SUPPLY CHAIN MANAGEMENT
25. Quality Management 5 REAL ESTATE PROJECT QUALITY
AND ADVERTISEMENT
8 SUPPLY CHAIN MANAGEMENT
Operational Practices 26. Customer Health and Safety 5 REAL ESTATE PROJECT QUALITY
AND ADVERTISEMENT
28. Customer Service Management | 6 CUSTOMER SERVICES
31. Customer Privacy Protection 7 INTELLECTUAL PROPERTY
AND PERSONAL INFORMATION
PROTECTION
32. Anti-corruption 4 ANTI-CORRUPTION
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3.3 Materiality Matrix and Corresponding Issues

Based on the results above, the issues of concern to stakeholders of the Group for the Year 2022 are set
out as follows:

2022 Materiality Matrix of ESG Issues
Issues of average importance  Issues of major importance @ @
o G
2719)
o &
(4301

&)

Importance for stakenholders

(17
(5 7
[5) @
(3 @ @ |
@
Issues of minor importance
Importance for corporate
. Environment Management . Employment and Labour Practices

' Operation Practices ‘ Community Investment

Annual Report 2022 41



— /N

Environmental, Social and Governance Report (continued)

Environment

Employment and Labour
Practices

Operation Practices

Community Investment

1. Environmental Compliance

14. Employment Compliance

21. Operational Compliance

33. Charity

2. Air Pollutant Management

15. Employees' Remuneration
and Benefits

22. Managing Environmental
Risks of Supply Chain

34. Promotion of Community

Development

3. Fleet Emissions Management

16. Employees' Working Hours
and Rest Period

23. Managing Social Risks of
Supply Chain

3b. Poverty Alleviation

4. \Wastewater Management

17. Diversity and Equal
Opportunity

24. Procurement Practices

5. Greenhouse Gas Emission

18. Occupational Health and
Safety

25. Quality Management

6. Waste Management

19. Training and Education

26. Customer Health and Safety

7. Energy Consumption

20. Prevention of Child Labour
and Forced Labour

27. Responsible Sales and
Marketing

8. Use of Water Resources

28. Customer Service
Management

9. Green Energy Project

29. Research and Development

10. Use of Raw Materials and
Packaging Materials

30. Information Security

11. Ecological Protection

31. Customer Privacy Protection

12. Responding to Climate
Change

32. Anti-corruption

13. Prevention and Handling of
Environmental Incidents

3.4 Opinions and Feedbacks

For details on the environmental, social and corporate governance of the Group, please refer to the official
website of China Aoyuan Group Limited (https://aoyuan.com.cn). For any questions or suggestions regarding
this report, please feel free to contact us via email: ir@aoyuan.net
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CORPORATE GOVERNANCE

4 ANTI-CORRUPTION
4.1 Supervision Centre

The Supervision Centre has continued to strengthen the Group’s internal governance and training. It has
organized regular exchange sessions, training, seminars on integrity risk prevention and exchanges for
various departments, and communicated with different enforcement agencies. The Supervision Centre has
also adopted relaxed approaches to promote integrity awareness, such as the production of a microfilm
“Choice” adapted from a real-life case, the appointment of integrity supervisors, the launch of WeChat emoji
pack with the theme of integrity, the organisation of public court hearings.

During the Year, no significant matters in violation with any laws and regulations relating to bribery,
extortion, fraud and money laundering were identified. The Group will strictly comply with relevant laws and
regulations, and establish a joint anti-corruption mechanism to enhance the integrity awareness of its staff.

4.2 All-round Integrity System

The Group adheres to the corporate spirit of “Efficiency, Integrity, Responsibility and Shared Success”, and
actively promotes the corporate integrity culture. The Group adheres to the following policies:

| Strictly following the Listing Rules of the Main Board of Hong Kong Stock Exchange and local laws
and regulations, promoting high transparency and corporate governance, to ensure the Group’s
operation is compliant with laws and with integrity

| Attaching importance to the integration of internal integrity mechanism building into operations and
strictly enforcing the “Ordinance on the Supervision Work of China Aoyuan Group”

| Strengthening integrity building, setting up correspondence channels and defining the duties of each
functions and the approval authority of each position

| Fullfilling the responsibility under “integrity indicators”, such as setting up and executing the
guidelines on gift registration and reporting

| Enhancing the integrity awareness of the staff through training, and strictly enforcing the “Eight Rules
of Aoyuan”, and issuing integrity tips from time to time

| Requiring new employees to sign a commitment letter on integrity and self-discipline, and carring out
integrity review on the performance appraisal. The staff are required to should abide by professional
ethics, so that they can realize their personal values under the principle of integrity

| Establishing supplier relationships with integrity and transparency. Integrity clauses and whistle-
blowing channels are included in the supplier contract. The procurement procedures are electronized
to prevent commercial bribery

| Actively establishing a joint mechanism on the prevention of commercial crimes, and jointly
promoting the building of integrity culture with the stakeholders, including property owners, suppliers
and business partners through three defences, namely “Anti-corruption by culture”, "“Internal
management and control” and “External joint defense”
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4.3 “Three defences” on Anti-corruption

The Audit and Supervision Centre is determined to implement the decision and deployment of the Board,
firmly lays equal stress on prevention and combat, and strives to build the full-coverage “three defences”:

1)

Working with human resources department to guard the entrance line of employees: The Audit
and Supervision Centre carries out a review of integrity in the process of employee induction and
promotion in according with the Regulations on Supervision Work of China Aoyuan Group. At the
same time, the Audit and Supervision Centre gives feedbacks to the Board based on the clues found
in the data from alliances such as the Trust and Integrity Enterprise Alliance, the Enterprise Anti-
Fraud Alliance and the “Greater Bay Area Enterprise Monitoring Alliance” and internal investigation for
future policy improvement. Employees at deputy manager level and above of the Group and regional
companies are required to conduct regular integrity review and at the time of induction and promotion.

Building three-level vertical education defence for headquarters, regional companies and
project companies: The Audit and Supervision Centre promote the materiality of integrity through
intranet, internal magazine and other channels.

Establishing the “three-in-one” supervision comprising disclosure, inspections and review:
The Audit and Supervision Centre has fully implemented integrity notice and conducted review on
the management suggestions provided for cases, monitored the implementation of rectification
measures, and built a solid integrity management defence.

4.4 Whistle-blowing Policies

The Group establishes various whistle-blowing channels to ensure smooth supervision and encourages the
real-name whistle-blowing, while strictly keeping the information of the whistle-blower confidential. For
anonymous reports, the whistle-blower is required to provide clues or evidence which can be verified. Upon
receipt of an anonymous report without clear clues and evidence, the Audit and Supervision Centre may
reject the report if, after communicating with the whistle-blower by mail or phone call, the whistie-blower
fails to reply within the prescribed time or refuses to provide relevant information on the whistle-blowing
matter.

Investigate
reported cases
and file a record

Determine (
whether reported Classify Verify the Follow up the
cases fall within reported reported
. . . A reported cases
the scope of information information
acceptance

Diagram of the whistle-blowing process
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4.5 Integrity Education for All

The Group is committed to promoting integrity education for all, which covers the introduction of integrity
construction, interpretation of supervision regulations, and integrity rules, analysis of typical cases and
other works, and invites professional teams to communicate with the staff to enhance the awareness. The
Company Secretary sends latest corruption prevention information issued by the Hong Kong Independent
Commission Against Corruption to the Board members to strengthen the Board’s integrity awareness, and
provide practical advice and plan to the Board members to implement effective anti-corruption measures at
both individual and corporate levels, so as to facilitate a healthy development of the Group.

The Group’s Audit and Supervision Centre is responsible for coordinating the construction of the Group-
wide integrity education system and formulating annual integrity education plans. The Audit and Supervision
Centre arranges integrity training on integrity building and anti-corruption rules and regulations.

During the Year, the Group was not involved in any corruption lawsuits, and did not provide anti-corruption
training.

SERVICE RESPONSIBILITY
5 REAL ESTATE PROJECT QUALITY AND ADVERTISEMENT

The Group has continually improved the quality of projects from design to engineering, marketing and
after-sales services in order to enhance the Group's operational efficiency and customer satisfaction. The
Group has also set project inspection systems and quality inspection standards based on the best quality
standards of national and international projects, which will be regularly updated and communicated to
relevant staff. We also require suppliers to comply with such standards and include them in the terms of
relevant contracts when negotiating such contracts. To enhance the quality of our projects, the Group's
Operations Management Centre has issued a number of construction management systems, including the
“Standard and Prohibited Construction Practices of the Aoyuan Group”. Also, the Group has an internal
organization that conducts regular inspections to check the quality of the construction in accordance with
these standards. The Group has also commissioned Shenzhen Ruijie Engineering Consulting Services
Company Limited(Z&FImiE TI2 A RSB R 2 B)), which is ranked first in the industry, to conduct physical
measurements and safety assessments and benchmarking analysis against industry standards, with a view
to improve the construction workmanship as a whole.

All projects strictly comply with national legal requirements and are inspected and accepted by relevant
governmental authorities to ensure that the projects meet the standards. The Group has established the
“Product Delivery Practice Guidelines of the Aoyuan Group“to regulate the property delivery process,
including pre-delivery inspection and follow-up, and delivery process operation. When the properties are
handed over, we will arrange for a dedicated team to carry out inspection procedures for walls, windows,
floors, kitchens and toilets, and furniture for the prospective owners in accordance with the “Practice
Guidelines on Sub-tenant Inspection of Housing of the Aoyuan Group”and the “Joint Assessment
Management Measures for Delivery Areas of the Aoyuan Group”, and inspect whether the properties meet
the delivery standards and are consistent with the sales information in accordance with the established
standards. In case any problems are found, the Group will follow up in a timely manner in accordance with
the “Guidelines for the Management of Defects in Products and Services of the Aoyuan Group”.

During the Year, the Group received accolades including the 17th Kinpan Award (for the Jiangsu region
best main unit space design and best supporting activity space design) and the Guangzhou 2022 Excelient
Engineering Survey and Design Industry Award, showcasing the quality of the Group's real estate projects.

In terms of marketing, the Group has established relevant systems for sales, pricing and positioning, and

adhered to the Group's principle of integrity, which prohibits any misrepresentation in sales advertisements
and sales brochures that would mislead consumers.
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Case Study:.” A+ Factory”

The Group has formulated the “A+ Factory Enginéering Operation Guidelines”. All areas of

the “A+ Factory” displays should be btilt:on a per delivery basis to create a “what you see
is what you get” effect. Xi'an Puyde Bay and-Jingzhou Xuefuli apparently have passed the
A+ Factory Engineering Operation.Guidelines: ‘and achieved spectacular results.

A+ Factory: Jingzhou Xuefuli

-

Landscape Experience in line with delivery standards Fine Decoration Experience — Display of
Workmanship in line with delivery standards
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6 CUSTOMER SERVICES

China Aoyuan has always made customer relationship management an important direction in the building
of its core competitiveness. We have analyzed the current customer service management model and
restructured and improved the customer service structure, upgraded the existing customer service centre
and upgraded the service management system with a view to raising the standards of customer service to
an industry-leading level.

6.1 Customer Service Structure

A well-established customer service organisation is the foundation of quality customer service. To this end,
China Aoyuan Customer Service Centre has carried out organisational restructuring, and set up service
teams for each project, so as to provide customers with services that are in close proximity and easily
accessible.

China Aoyuan further established rules and regulations to inject the “soul”of the system into the service
centre. In 2022, based on the Customer Service Management System, the nine systems of the customer
service were stipulated and published which, provides all-round service guidelines and practices on risk
aversion, customer complaint handling, customer contact and business relationship.

6.2 Handling Customer Complaints

During the financial year of 2022, the Group received a total of 10,800 (2021: 22,201) complaints on
service. The Group has formulated the “Customer Service Management System of Aoyuan Group”, the
“Guidelines on Handling Customer Relationship Crises of the Aoyuan Group” and the “Customer Complaint
Management System of the Aoyuan Group” to regulate the implementation and execution of the general
customer service process, as well as the response, notification and management of customer relationship
crises. The group's customer Service Centre is responsible for the overall coordination of the Group's
customer service operations, clarifying the customer complaint handling process, improving the efficiency
and quality of complaint handling, properly resolving customer requests, avoiding escalation of complaints
and deepening of losses, reducing the risk of negative public opinion, safeguarding the Company's brand
image and enhancing customer satisfaction.

China Aoyuan attaches great importance to customer feedback and complaint handling. The Group has issued
the "Complaint Handling System of the 400 Customer Service Hotline” and the “Standardized Service
Operation Guide of the Call Centre”. With the Group customer service centre, the customer experience
management process could focus more on unified handling, efficient resolution, quality control and data
analysis, in order to enhance customer service experience and handling efficiency. Once a customer
complaint is received, the Group will arrange for our customer service officers to proactively contact the
customer by phone to follow up on the case and provide independent solutions for the customer's complaint
or improvement plans. In the financial year of 2022, the Group achieved a customer complaint closure rate
of 80% for the 400 Customer Service Hotline.

Annual Report 2022 47



- . . .
1] Environmental, Social and Governance Report (continued)

Spotlight; 400 Customer Service Hotline

With the 400 Customer Service Hotline,staff atthe service centre handle customers’complaints
systematically and improve service ‘experience for customers, and can identify
interdepartmental resource sharing, multiple’business processing and marketing and other
integrated functions, replacing the previous simple telephone answering and registration
consultation model.

400 hotline . Supervision -
operator Fast and accurate Procures first through the Visits the
receives communication to contact with the escalation customer after

request for the responsible customer within mechanism the case

assistance person 24 hours process ends

Forms a closed:oep
management system

6.3 Improving Customer's Satisfaction

Working on customer relationship maintenance and satisfaction improvement, China Aoyuan has set up
a customer loyalty fund for handling customer issues and organizing customer activities so as to increase
customer loyalty. For issues that are most likely to cause disputes, such as launching new projects and
product sales, the Group has formulated relevant regulatory systems, such as the “Management Measures
on Project Delivery of Aoyuan Group” and “Sales Service Contact Standardization Manual for Prospective
Owners of Aoyuan Group”, to strictly control the project quality, reduce the proportion of complaints, and
improve customer satisfaction.
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7 INTELLECTUAL PROPERTY AND PERSONAL INFORMATION PROTECTION

In order to protect intellectual property rights, the Group’s headquarters uniformly arranges trademark
registration and entrusts a professional intermediary team to provide advice and services. The Group adopts
a rigorous attitude to review and consider the development of the Group in respect of existing and future
trademark registrations, and makes strategic arrangements to achieve effective protection of intellectual
property rights.

The Group is committed to complying with national and local laws and regulations in relation to personal
information and privacy, and to deal with the methods and guidelines for collecting, utilizing, storing,
disclosing, transferring, confidentializing and accessing personal information in accordance with the Six Data
Protection Principles in order to protect the personal information provided by our customers and employees
in the avoidance of information leakage or illegal use. During the 2022 Financial Year, the Group had no
significant matters in violation with any laws and regulations related to product and service quality.

7.1 Company Information Security Protection

Information security protection has become a new challenge for enterprises in the information era.
China Aoyuan puts emphasis on information security construction and has formulated systems such as
the “Information Security Management Measures (2021) Version” and “Information Security Incident
Management Regulations”, which provide guidance on how to handle information security incidents with
different levels of impact and causes of occurrence. In addition, the Company has established an information
security leadership team and an information security working group to fulfil the responsibility for information
security maintenance. The Group is confident through the building of the protective firewall for information
security, which effectively protects the information of the Group and personal data of its customers.

7.2 Customer Information and Privacy Protection

With the increasing advancement in technology, the Group recognizes the importance of maintaining a
secure information network. The Group places great importance on the protection of customer information
and privacy by constantly overcoming technical firewall to prevent information leakage. The Group also has
internal control over its staff. The new recruits are asked to sign integrity and confidentiality agreements.
Our staff are required to comply with laws and regulations such as the “Anti-Unfair Competition Law” and
the"” Labour Contract Law", as well as rules and regulations such as the “Aoyuan Group Confidentiality
System”. The Group strictly prohibits employees from disclosing user information. If any information
leakeage is discovered, the Group will dismiss the employee or terminate his or her employment contract,
and reserves the right to seek legal action against that employee.
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8 SUPPLY CHAIN MANAGEMENT

The Group attaches importance to supply chain management and formulates its internal management
system such as bidding and procurement, and suppliers inspection, and strictly regulates the supply chain
and procurement activities.

8.1 Supplier Selection Process, Considerations and Supervision

The Group has set up the “Aoyuan Group Suppliers Management System” to strictly implement the supplier
admission assessment procedures. A professional supplier database is established for the cultivation of high-
quality strategic partners. The Group has set up regional supplier management teams to manage different
types of suppliers at different levels, and conducts regular meetings and relationship maintenance with its
suppliers.

The Group conducts annual or quarterly performance assessments by supplier category. The Group assesses
suppliers’ contract fulfillment on a quarterly basis through third party patrol inspection, unannounced
inspection, and random inspection. The Group maintains and updates the supplier database on quantity,
quality, work progress, cooperativeness, contract fulfillment and responsibility, etc. The Group has established
a stringent assessment system for evaluating suppliers’ performance. We conduct appraisal on suppliers
and give rating based on comprehensive criteria including project experience, professional knowledge,
environmental protection policies and measures, records of work-related injuries and accidents, whether
child labours and forced labours are used and community engagement, etc. We also require suppliers to
obtain from third party institutions certifications on quality, environmental protection and social responsibility,
such as ISO9001, ISO14001 and other domestic and overseas accreditations relating to social responsibility.

The Group continuously monitors the suppliers on the construction status, the products and services
provided by them, regularly reviews the list of suppliers, conducts appraisal on their KPls and arranges on-
site inspections. The Group has also developed evaluation methods and scoring criteria by supplier category.
If any supplier is discovered of not meeting our standard, it is required to make improvement immediately,
failing of which the service of that supplier will be terminated or it will be blacklisted to ensure that all the
existing suppliers meet our quality requirements and the criteria on social responsibility.

The Group adopts a fair and open tendering mechanism. We conducts regular supplier benchmarking with
the benchmark real estate enterprises in the region to explore the resources of suppliers with similar values,
strong performance capability and high quality product realisation capability. We also conducts supplier
inspections of important categories in all directions, strictly controlling the potential risks of suppliers’
entry and shortlisting. In addition, we invites sufficient number of companies to participate in bidding, and
segregate duties during the bidding process such as identifying suppliers and reviewing tender documents
to ensure their confidentiality. We regularly review the tendering mechanism with internal audit and
supervision department, in order to reduce risks on bribery and malpractices due to control loopholes.

In addition, the Group requires its suppliers to comply with practices encouraging them to use more
environment-friendly products and services, and establishes effective monitoring methods to maintain a
green supply chain. When a supplier violates the Group’s requirements or fails to meet the performance
requirements in the course of providing services or products, its regular evaluation results will reflect the
case and renewal of contract will be affected. In severe cases, the Group may even terminate cooperation
with the supplier immediately.
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8.2 List of Suppliers

The Group strives to fulfill its social responsibility and protect the environment in the development of its
business, and incorporates green concepts in its supply chain management and procurement. The Group
gives preference to suppliers that are geographically closer to the projects in the procurement process
to reduce the carbon footprint in the transportation process. The Group will also consider using products
that have a smaller impact on the environment, such as those with environmental labels, as long as they
meet production requirements. At the same time, the Group put in place comprehensive warehouse
control procedures to keep track of materials and products in storage, encourage staff to be aware of the
shelf life of materials and products, and prioritize the use of materials and products purchased earlier to
avoid unnecessary wastage. During the Year, the group has 993 major suppliers (2021: 7,804). During the
Year, the Group has re-categorized its suppliers and identified them into five major categories, namely civil
construction, application for project approval and construction, landscaping, fitting-out works and electrical
and mechanical, hence the supply list was reorganized and ineffective suppliers were removed, so the data
differed significantly from the 2021 data. The Group’s major suppliers are as follows:

Suppliers Distribution

1.2% 2.5%
Northern China Northeast China

14.6%
Central China
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The Group strictly requires suppliers tendering with the following principles:
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8.3 Supplier Communication and Training

China Aoyuan places high value on communication with suppliers. We have improved the cooperation
efficiency and enhanced mutual trust and dependence through communications such as stocktaking
seminars, thematic workshops, post-tender meeting, quarterly meeting, face-to-face on-site meeting with
new suppliers. Quarterly communication meetings will be held no less than three times a year to discuss
the results of third-party assessment and inspection, highlights and problems, case studies, management
requirements, rewards and penalties, etc. For unsuccessful suppliers, the Group will communicate
effectively with them after the tender process, focusing on the entire tender process, and pay attention
to the status of unsuccessful suppliers. The Group will also organize supplier appreciation meetings at the
Group and regional levels on a regular basis to evaluate quality suppliers, and provide corresponding prizes
and rewards to the awarded units, so as to lay a good foundation for strategic cooperation for sustainable
development.

In addition to good communication, the Group provides post-award fostering of new suppliers by arranging
“induction guides“to help them understand the system and culture of Aoyuan, and discusses the current
status of project cooperation and improvement measures to help them better meet the expectations and
requirements of Aoyuan.
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9 COMMUNITY INVESTMENT

Property development and community operations are our main businesses, which are closely linked
to community contributions. We actively contribute to the community and continue to devote efforts
to education, poverty alleviation and community development, in order to fulfill our corporate social
responsibility. The Aoyuan Charity Foundation under the Group made a total of 8 donations during the Year.
The total amount of community investments made is shown in the following table:

Community Investment Year 2022
Name of Activity Scope of Contribution Contribution Amount (RMB)
Aoyuan Charity Foundation Donation 296,773

9.1 Aoyuan Charity Foundation

With the goal of “helping as many people in need as possible”, the Group has continued to contribute to the
public welfare and charity cause for many years, and has established the Aoyuan Charity Foundation to carry
out charitable activities such as the “Double Tens, Double Hundreds"”targeted charity work, teaching with
love, donation to schools, disaster relief and public welfare volunteer work to help poverty eradication and
village revitalisation, and continuing to spread the truth, goodness and beauty.

Aoyuan Charity Foundation’s charitable activities during the Year included donations of teaching equipment,
village construction, helping the unprivileged and sending regards to anti-pandemic staff.

9.1.1 Donation of Teaching Equipment

In line with the strategic plan of the nation to alleviate poverty and revitalise the rural areas, the Group
carried out the “Double Tens, Double Hundreds"targeted donation campaign during the Year. The Group
donated teaching equipment to LLuoxi Primary School, Luoxi Town, Luhe County, Guangdong. The Group
also provided scholarships to needy students in the school to alleviate their financial burden.

Donation teaching equipment to Luoxi Primary School, Luoxi Town in Luhe County
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9.1.2 Helping and Assisting Needy Households

During the Year, the Group continued to provide targeted assistance to needy villages. The Group donated
edible oil, eggs and noodles and other food items as well as comfort money to the needy villagers in Dongli
Village during the Spring Festival.

i

Spring Festival greetings for the needy from the Aoyuan Charity Foundation
9.2 Supporting Workers

Following the outbreak of the COVID-19 pandemic, the Group provided protective gears and other materials
to the areas in need to support their fighting against the pandemic. During the Year, the Group donated to
the Zhongcun Street Nucleic Acid Testing Station the commonly used items including milk, water, food to
enable the medical workers to quickly replenish their energy and to express our greetings.

i

Aoyuan Charity Foundation’s greetings for the nucleic acid testing staff at
Zhongcun Street for the prevention and control of the pandemic

China Aoyuan Group Limited



Environmental, Social and Governance Report (continued) |_.|I_|_

EMPLOYMENT AND PERSONNEL MANAGEMENT

10 HEALTH AND SAFETY

The Group strictly complies with national laws and regulations, formulates internal safety management
systems and annual targets, establishes an organisational structure for the work, and clearly sets out the
safety responsibilities of managers at all levels and manages performance appraisals. The Group also closely
monitors the safety red lines and strives to reduce the risk of injury to employees, partners and customers.
The Group places emphasis on raising the safety awareness of employees, creating a safe and healthy
corporate culture and protecting the safety and occupational health of employees.

Employees who were unfortunately injured at work during the year were issued with a “Confirmations of
Work Injury”in accordance with the procedures and received appropriate subsidies, granting of leave or
reimbursement of medical expenses from the Group or their insurers. In the past three years, the Group had
not suffered any work-related fatality of employees. Work-related injuries and fatalities and work days lost
due to work-related injuries of the Group are set out in the following table:

Year 2022 Year 2021
Number of Lost days due to Number of Lost days due to
work-related injuries work-related injuries work-related injuries work-related injuries
9 612.0 19 1845.5

10.1 Occupational Safety Management
10.1.1 Safety Management Structure and System

The Group strictly enforces the relevant occupational safety laws and regulations, and has established a
safety management system and a safety responsibility system to implement a series of measures to protect
the health and safety of its employees. The Safety Management Committee (“Safety Committee”), as the
highest decision-making body for the Group's safety management, is responsible for safety management
requirements, safety drill arrangements, staffing standards, safety incident management, safety assessment
management and other safety management and production-related tasks. In addition, the Group conducts
the comprehensive review of the fulfillment of safety responsibility that covers general managers of regional
companies, engineering leaders, project leaders and safety, health and environment management personnel,
to strengthen the safety supervision of each level and to safeguard the employees in the production
process.

The Group has also launched a number of employee health and safety training programmes during the year,
including emergency fire evacuation, training on the operation and use of fire-fighting devices, induction
training for new employees, training for resuscitation on drowning, training on food safety and training
on emergency handling of playground facility, etc., in order to equip employees with a wide range of
safety knowledge and to enable them to protect themselves in case of emergency and to perform simple
emergency treatment.
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10.1.2 Occupational Safety Promotion and Drilling
"Heartbeat 240s" - 2022 Healthy Aoyuan First Aid Training

In line with the brand philosophy of “Building a healthy lifestyle”, we hope to enhance employees’ first aid
awareness and improve their ability of scientific rescue through a series of activities. The training included
not only lectures and demonstrations, but also hands-on sessions to equip employees with relevant
knowledge and skills to deal with common emergencies in daily life.

]

Lecture by expert Hands-on session led by expert
2022 Aoyuan Corporate Culture: Rehabilitation Workshop
With the physical harm and trouble caused by office workers' sedentary lifestyle in mind, this session of the
Aoyuan Workshop invited professional rehabilitation instructors from the Guangdong Provincial Sports Team

to provide detailed guidance to employees on the rehabilitation of back pain, shoulder and neck strain, injury
prevention during exercise and post-exercise recovery in daily life. Also, hands-on sessions were arranged

for employees.

Hands-on sessions led by expert Lecture by expert
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10.2 Fighting against COVID-19

The Group is committed to protecting the health and safety of its employees. In response to the COVID-19
pandemic, the Group has formulated the “Operational Guidelines on COVID-19 Prevention” and the “
COVID-19 Prevention and Control Plan” to standardize and regulate management in daily life and during
emergency in relation to the outbreak and to strengthen the capabilities of the Group's projects and
departments to deal with the outbreak. The Group has also put in home quarantine measures and related
implementation procedures in accordance with the latest local pandemic prevention requirements to ensure
that diagnosed employees are kept at a distance from other employees to protect their health. In addition,
the Group also pays close attention to the health of frontline employees by issuing pandemic prevention
health kits and disinfecting the office premises regularly during the Year to provide a safe working
environment and protect their health and safety.

Distribution of pandemic prevention health kits to employees

Annual Report 2022 57



NN

(i

58

Environmental, Social and Governance Report (continued)

10.3 Construction Quality and Safety
10.3.1 Construction Safety Management System

China Aoyuan values construction quality and has a comprehensive quality and safety management system
in place. The Group has formulated policies such as “Regulations on Management of Engineering Works of
Aoyuan Group”, “Aoyuan Group Development Project Safety and Civilized Construction Standards”, “Aoyuan
Group Management Measures for Major Hidden Safety Hazards” and “Aoyuan Group Development Project

Safety Management Standards” to manage and monitor employee safety on site and during construction.

In addition to strict enforcement of relevant laws and regulations, the Group has also formulated a series
of management measures for construction safety management and management of labour protective
gears for employees, including keeping medical kits at fixed locations, issuing labour protective gears on
a regular basis as required, supervising employees to use labour protective gears properly, and making
available sufficient labour protective gears such as safety helmets, safety belts, safety footwear, plastic
shoes and raincoats at construction sites to create a safe working environment. At the same time, before
the construction of each project commences, the Group will assign the person in charge of each unit as
the person primarily liable for safety management and sign a safety management responsibility letter to
ensure the effective implementation of the on-site safety system. Each unit is required to organize regular
safety management meetings and prepare safety management reports to the Safety Department under the
Group's Quality Control Centre for record.

The Group has established emergency response organizations with clear responsibility mechanism. An
emergency response plan has been formulated. Upon occurrence of a safety incident, the responsible
person in charge of the unit should initiate the corresponding crisis management plan as soon as possible
and report the incident to higher level following the procedures and according to the severity of the situation.
Relevant department of the Group headquarters shall determine the initiation of corresponding plan and
method of handling according to the severity of the incident.

10.3.2 Implementation of Safety Inspection and its Standards

In order to better meet the market demand and improve the quality of our projects, we have implemented
the “Aoyuan Group’s Subcontractor Project Evaluation Management System”, the “Management Measures
for Unannounced Inspection by Aoyuan Group” and the “Guidance Manual for Management and Control
over Fine Decoration of Aoyuan Group”. The Group also developed a safety inspection and risk prevention
system and scoring standards, and conducts quarterly, monthly and weekly safety inspections. If any major
construction hazards or fire hazards are found, the work will be stopped immediately and can be resumed
only after the relevant unit has conducted a safety review with satisfactory results.

In addition, we will also hire well-known external construction consultants to conduct quality and safety
assessments for ongoing projects on a monthly basis. Such assessments cover project quality, construction
safety, material quality, management pattern and quality risks. Through benchmarking with the industry by
third party assessment of the subcontractors, the scores obtained by China Aoyuan’s subcontractors in the
quality and safety assessments were at the forefront of the industry in 2022.
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10.3.3 Construction Quality and Three Levels of Safety Inspection System

To ensure the quality and safety of its projects, China Aoyuan has established the 3-level quality and safety
inspection system which includes the Group, regional companies and project units.

Operation Department of the Group divides labour by region, and the responsible person performs
normal monitoring on the construction quality in the region. Construction inspections will be carried out
on a quarterly basis to perform construction quality inspections on all projects and the inspection results
are reported. Special meetings are held on key projects and a dedicated person is arranged to follow up
and supervise such projects as appropriate to ensure the quality management is under control.
Meanwhile, the Group will carry out non-regular,campaigns such as “quality month” or “quality special
action”.

‘ Regional companies: J

Quality management and control unit has been set up in regional companies to be responsible for the
implementation of quality management requirements on projects. The unannounced inspections and
project assessments have been carried out in regional companies on a monthly basis to implement Eight
Requirements for Quality Management and Control, while implementing various special quality
compaigns as required by the Group.

Project units: J

Implements quality management and control requirements by the Group and regional companies, and
cooperates with the supervisory unit to supervise the constructors to comply with the requirements of the
government and the Group on quality management and control.

10.3.4. Safe Production Training Activity

In order to raise the safety awareness of our employees and their attention on work safety, the Group
arranges various training on safe work every year, such as Fire Prevention Month, Safety Month, Safe
Work Knowledge Contest, Quality Control Month and Skill Competition. At the same time, through safety
activities and safety promotional campaign, the Group will enhance the safety knowledge, skills, awareness
and emergency handling capability from the management to the general staff in order to improve the overall
project quality.
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10.3.5 Rapid Response Mechanism on Construction Quality and Safety Issues

China Aoyuan has established emergency response teams with clear responsibilities. An emergency
response plan has been formulated and responsible person in charge of the incident unit should initiate
the corresponding crisis management plan as soon as possible after the occurrence of the safety incident,
and report the incident to higher level following the procedures according to the severity of the situation.
Relevant departments of the headquarter shall determine on the initiation of corresponding plan and method
of handling the incident.

Case Study: Action to Prevent Flooding — Aoyuan Makes
Every Safeguarding Effort

Rapid Response to Flood Prevention

In response to the flooding in Guangdong in June, Aoyuan Yingde Chocolate Kingdom responded
quickly and took immediate action. Responsible persons at alt|evels stepped up their shifts and
conducted flood safety checks on facilities and equipment, such as sewers, drainage networks,
workers quarters at construction sites and outdoor equiprnents to prevent safety incidents.

As regards the community, the staff of Aoyuan property management unclogged watef. pipes
and removed fallen trees in a timely shanner despite the heavy rain. Property managers,feminded
owners to take safety precautionsifrgm @oor-to-doer. For owners whose homes were-gamaged
by flooding, project representatives-from Aoyuan Yingde Chocolate Kingdom actively<patticipated
in the local rescue operations=tashelp rebuild,their homes and distributed drirking waterand
supplies to the people affettedsdnd worked,together to get through the floodsegason’
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Case Study: Aoyuan Builds Safety Defences in Full Swing

TheBell is Ringing for Heightening of Precaution

In the Northeast Region, the SheghyangAoyilan Expo Plaza conducted 35 comprehensive
inspections on fire safety, flood jprevention, and roofing safety, and conducted comprehensive
tests on the district fire fighting, system:.emefgency fire drills simulation, lift drills and fire
fighting safety training withstHe*AXoyuar! International City in Shenyang, etc.. By launching the
comprehensive fire safetyifhanagement pragramme on equipment and facilities, residents can
rest assured of having a safé iome,

Shop tenants and consumers’were linvited to participate in the whole process of the drill, which
enhanced the awareness of safety laws and regulations, general knowledge of safe production
and emergency response capability of Aoyuan commercial management team, shop tenants
and consumers. It further improved the emergency response capability of the commercial
management team in fire prevention, explosion prevention and disaster relief, and laid the
foundation for creating a safe and secure shopping environment.

11 EMPLOYMENT AND LABOUR PRACTICES
11.1 Employee Rights

The hard work of our employees is inextricably linked to the long-term development and success of the
Group’s business. The Group complies with employment-related laws and regulations, including but not
limited to the “Labour Law of the People’'s Republic of China”, the “Labour Contract Law of the People’s
Republic of China” and the “Prohibition of Child Labour Provisions”. In order to attract and retain talents
to meet the Group’s development needs and to implement its corporate strategy, the Group is committed
to protecting the rights of its employees and providing them with competitive remuneration, training and
development opportunities.
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The Group promotes a harmonious and diverse work environment and strives to treat people of all
cultural backgrounds, gender, religion, marital status, etc. equally. Our recruitment criteria is based on the
candidate’s resume and interview performance. We offer reasonable remuneration and fair promotion
opportunities based on the performance of employee. The Group respects the relationship with its
employees. Any termination of employment is subject to appropriate notice periods and clear communication
with the employee regarding the reasons. No employees will be dismissed without justification.

In order to increase the diversity of our workforce and provide development opportunities for the young
people, the Group offers opportunities for the physically challenged and fresh graduates every year as well
as in-house on-the-job training and courses to nurture them to become an important force in the Group and
a future pillar of society.

11.2 Employee Recruitment

The Group strictly complies with relevant laws and regulations. The Group has also established a clear
human resources management system and standard operating procedures, which are fully implemented
by the human resources department and reviewed by the Board on a regular basis. The human resources
department regularly reviews the relevant laws and regulations and issues notices as soon as the relevant
provisions are updated. During the Reporting Period, the Group was not aware of any material non-
compliance with the laws and regulations relating to employment.

The Group has a well-defined and comprehensive talent recruitment process and configuration to prevent
any irregularities or illegal recruitment, such as child labour or forced labour. The human resources
department requires candidates to produce their identitification documents, academic qualifications and
employment proof at the time of recruitment to ensure that their age and identity are consistent with the
documents they have submitted. The Group also performs pre-employment checks on the prospective
employee, including interfacing with the former employer to understand the prospective employee’s
performance and verification of information from relevant government departments. Important work terms
such as job duties, working hours, remuneration, social benefits, insurance, labour protection, work ethics
and termination of contract are clearly stated in the employment contract. All employees must voluntarily
sign an employment letter with the Group to ensure the rights of both parties. There were no material
breaches of laws and regulations relating to the prevention of child labour or compulsory labour during the
Reporting Periods.
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There is a strict gate-keeping process for the recruitment. In the event that a minor under the age of 16 is
recruited, the Group will immediately stop the employment procedures, and the person in charge of human
resources concerned will be criticised and his/her annual perforrance incentives will be deducted. In the
event that child labour is found, the Group will immediately report the matter to the local labour department,
arrange for a health check and cover any medical expenses that may be incurred. The human resources
department will contact their guardians, make full payment of wages earned and arrange for escort or return
by their guardians.

11.3 Staff Benefits/Staff Care

In order to enhance the social security of our employees, the Group taken out corresponding social
insurance for all employees at the time of employment. As a “Joyful@Healthy Workplace” certified by the
Hong Kong Occupational Safety and Health Council, the Group has always in place blood pressure monitors
and touchless thermometers in the office to ensure that employees can monitor their health conditions
at all times. The Group is committed to promoting healthy lifestyle, organizing sports activities such as
sports clubs and sports day, as well as psychological counselling services to encourage staff to get used to
exercising while relieving stress.

The Group understands the importance of the sense of belonging and cohesiveness among its employees
in the overall development. In this regard, China Aoyuan organized a wide range of staff care activities such
as quarterly birthday parties, “Summer Holiday Cooler”, and festive activities like “Goddess Care Activity”
on March 8 Women's Day and “Afternoon Tea and Childhood Memory Activity” on June 1 Children’s Day.
The Group also organizes various activities to improve the physical and mental health of our employees and
to promote the concept of work-life balance. For example, the monthly book recommendation sessions, the
“"Weight-losing Competition”, the “Sports Season for All” and the basketball tournament.

Good communication is important to understand the needs of employees and get them to be engaged at
work. The Group is committed to listening to its staff and build various communicating channels, including
performance interviews, staff meetings, the AOffice mobile work platform, e-newsletters, social media, the
intranet, corporate magzine and the suggestions mailbox.

11.4 Staff Promotion and Rewarding System

To retain talent and encourage performance, the Group will give priority to internal promotion when a
vacancy arises. The Group established a promotion management process and promotion cycles and
conditions for different ranks. Promotion results and salary adjustments will be determined by the ability and
performance of the staff, ensuring that all staff are given equal opportunities and that those who are capable
will be rewarded. Staff remuneration is linked to performance and competency, and performance will be
evaluated on two scales, “key performance” and “competency-based attitude”.

To reward staff performance and encourage self-improvement, the Group has set up awards and benefits
such as certificate allowance, instant award, annual award, etc., and publicised the achievements of the
awarded staff and the awards received. For employees who have obtained professional qualifications or
awards, the Group will provide them with cash bonuses, paid leave, salary adjustments and promotions in
accordance with the management system. The Group will impose penalties and warnings for employees
who fail to perform or improperly perform their duties in violation of the rules and regulations. The reward
and punishment system has been recorded in the Group’s human resources management system to ensure
fairness in reward and punishment.
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11.5 Annual Employment Data/Employee Distribution

The total number of employees of China Aoyuan in 2022 was 14,375 (2021: 18,258), 99.1% of whom were
full-time employees, of which 99.4% were in Mainland China. Details of the Group’s employee distribution

are set out below:

Aged 50 or above

19%
(2021: 13%) Aged 30 or below
21.4%
(2021: 28.6%)
Aged 30-49
60.0%

(2021: 58.5%)

[ e

Male
——56.7%
(2021: 56.8%)

Female
43.3%
(2020: 43.2%)

{ Type of Employment }

Part-time

/ 0.2%

(2021: 0.2%)

Full-time
99.8%
(2021: 99.9%)

AT

China Hong Kong and
/ Overseas

0.6%
(2021: 0.9%)

|

Mainland China
99.4%
(2021: 99.1%)

NN

Senior Management
(Assistant President or above)

0.5%
(2021: 1.8%)

General Staff

(Senior Supervisor and below)
81.4%
(2021: 68.1%)
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The Group had 9,473 (58%) staff turnover in 2022. The following table shows the Group’s employment
turnover figures in 2022 :

Employee Turnover (%) Year 2022 Year 2021
Total 58 62
By Gender
Male 61 66
Female 17 56
By Age
Below 30 years old 73 75
Between 30 - 50 years old 54 60
Above 50 years old 48 41
By Geographic Region
Mainland China 58 62
China Hong Kong 2 21
Overseas 9 18

During the Year 2022, the Group had no significant matters in violation with any laws and regulations related
to employment. The Group strictly complies with relevant laws and regulations. The Human Resources
Department will review the relevant laws and regulations on a regular basis. If the relevant provisions
are updated, the staff will be notified immediately, and the Group will organize relevant staff training if
necessary.
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11.6 Career Development and Training
11.6.1 The Group’s Planning for Staff Training

China Aoyuan attaches great importance to the career development and nurturing of its employees to create
a learning organisation, with the goal of increasing the competitiveness of the Group and its employees as a
whole. The Group provide a comprehensive on-the-job training which is mainly in-house, with supplementary
external training for our staff. The courses are delivered either online or offline and are taught and led by
professional instructors. In addition to preparing the course materials, instructors are required to mark the
trainees at the end of the course to monitor their progress and participation. At the end of the quarter,
instructors are also required to provide quarterly summaries and thematic training programmes to the staff
in charge as a guide to improve the quality of the courses for the coming quarter.

During the Year, the Group organized a wide range of training courses covering sales, finance, legal,
customer relations, real estate, management, product and market analysis, project management,
psychological quality, effective communication, self-improvement and workplace etiquette to enhance
staff’'s competence and confidence in their work.

11.6.2 Resources Invested by the Group in Staff Training

The Group has also set up a series of targeted training and mentorship programmes through the “Aoyuan
School of Management” and the “Aoyuan Night School” to ensure the availability of talents to support the
sustainable development of the Group.

a) Aoyuan School of Management

Aoyuan School of Management is in line with the development strategy of the Group and has built a training
system characterized by “three-verticals” (leadership, cultural power, professional enhancement) and “three-
horizontals” (talent team development, business empowerment, industry dialogues). The School will focus
on training current staff, new recruits, management trainees, middle and senior managers, and successor
echelons, to nurture talents for the Group and lay the foundation for long-term corporate development.

b) Aoyuan Night School

Since May 2022, the Group has launched a training programme called Aoyuan Night School to build a
continuous learning organization. Within a short span of three months, Aoyuan Night School has held
16 courses successfully with cumulative attendance of 6,000 participants. Courses regarding various
perspectives of professional skills have been conducted, including property management and business
management, to facilitate organizational iteration and empowerment.

11.6.3 Number of Participants in Internal/External Training and Training Hours during the Year

The Group is committed to nurturing talents and provides sufficient resources to organize a wide range
of training programmes and offer opportunities for its employee. The training is conducted to align with
the Group’s comprehensive internal ranking system and promotion mechanism, providing a wide range of
career development opportunities. The Group invested more than RMB287,500 this year on staff training.
The number of employees trained reached 9,075 and the total number of training hours reached 116,140, as
listed in the chart below.
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Employee Training Percentage J

62.0%
Male (2021: 61.1%)

F | 64.6%
emale (2021: 61.4%)

Employee Average Training Hours J

8
Male (2021: 23)

Femal 8
emale (2021: 24)

Employee Training Percentage (Average Training Hours) J

General Staff
(Senior Supervisor
and below)

65.4% (9)
(2021: 65.6% (25))

Middle Management
(Assistant Manager -
General Manager)

53.5% (5)
(2021: 63.6% (21))

Senior Management
(Assistant
President or above)

34.2% (2)
(2021: 24.5% (9)

11.7 Diversity and Inclusion Policy

In line with our meritocratic approach, China Aoyuan and Aoyuan Healthy were accredited The Racial
Diversity and Inclusion Charter For Employers by the Hong Kong Equal Opportunities Commission in January
and May 2021 respectively, with China Aoyuan being one of the first 100+ signatories to the Charter and the
first Mainland real estate enterprise having the accreditation. The Group's policy on diversity and inclusion
was fully recognised by the Labour and Welfare Bureau of the Hong Kong Special Administrative Region
Government under the Talent-Wise Employment Charter.
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11.8 Family-Friendly Measures

With its family-friendly and people-oriented human resources policy and management’'s commitment to
promoting equal opportunities, China Aoyuan was awarded the “Equal Opportunity Employer for Family
Status Equality” by the Hong Kong Equal Opportunities Commission, the first Mainland real estate enterprise
to receive such recognition. Meanwhile, the Group was awarded the “Breastfeeding Friendly Workplace”
by the Hong Kong Committee for UNICEF for two consecutive years, an award which recognises companies
that provide breastfeeding facilities and support to working mothers, and help working mothers to take care
of their family responsibilities when they return to work after childbirth.

As a responsible employer, China Aoyuan will continue to demonstrate its social responsibility, improve its
human resources management system and stimulate the vitality of its talents and organisation.

ENVIRONMENTAL MANAGEMENT

12 ENVIRONMENTAL PROTECTION

The Group attaches great importance to the impact of its operational activities on the surrounding
environment and ecosystem. Therefore, environmental risk assessments are conducted before and after
the development of real estate projects. In the phases of planning, design, construction and operation,
efforts are made to minimise the impact on the surrounding environment such as noise pollution and dust
pollution, and to take into account the protection of biodiversity and natural habitats. The Group also sets
environmental targets for each real estate project and continuously monitors, reports and reviews the
environmental performance of the projects to reduce the environmental risks to an acceptable level.

In response to the country’'s carbon neutrality and sustainable development objectives, the Group is
committed to achieving low carbon operations and integrating environmental protection concepts into
its corporate sustainability strategy and approach. The Group ensures that its comply with national laws
and regulations on environmental protection, as well as the formulation of different internal management
regulations and systems to implement environmental protection work. The Group sets annual environmental
targets and work arrangements during the year to build a sustainable corporate. The environmental targets
set by the Group for the current year are as follows:
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Environment Related Targets

Environmental Aspect Environmental Targets

Greenhouse Gas We are committed to reducing greenhouse gas emissions and responding to the
“Action Plan for Peak Carbon Dioxide Emissions by 2030" issued by The State
Council to achieve the national carbon peak target by 2030.

The Group set an annual target to reduce greenhouse gas emissions by 5% by 31
December 2023.

Use of Energy We are committed to reducing energy consumption, promoting energy
conservation and consumption reduction, and replacing conventional energy with
renewable energy and clean energy.

The Group set an annual target to reduce energy consumption by 5-10% by 31
December 2023.

Use of Water Resources We step up internal publicity to promote water conservation and recycling habits,
and regularly check and repair water facilities to reduce losses, so as to improve
the efficiency of water usage.

The Group set an annual target to save 30-40% of its water use by 31 December
2023.

Waste We promote paperless office, reuse of used resources, separation of domestic
waste and industrial waste, and improve the efficiency of recycling and the types
of recycled items.

The Group set an annual target to increase the recycling rate of computer waste
to 100% by 31 December 2023 to reduce the waste generated during operation.

12.1 Green Construction

China Aoyuan is concerned about the impact of construction development on the ecosystem. Environmental
assessment, inspection and acceptance of the project to the surrounding environment are carried out before
and after project development to analyse, predict and assess the impact of the project on the ecosystem
and biodiversity. The Group also pays attention to the cultivation of plants and prevention of pests and
diseases in the process of landscape implementation to ensure the variety of greenery and biodiversity.

China Aoyuan strictly complies with relevant laws and regulations such as the “Regulations on the
Administration of Construction Project Environmental Protection”and the “Interim Provisions on Civilized
Construction and Environmental Management of Construction Sites”to promote green construction
practices. The Group actively promotes new environmental technologies such as modular construction
and aluminum film system to reduce construction waste, construction noise and on-site dust. In view of
the waste pollution, light pollution, noise pollution and dust pollution caused by construction sites to the
surrounding environment, the Group has taken a number of measures to reduce waste emissions and
implement resource recycling with the goal of protecting the environment and lowering its environmental
Impact.
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12.2 Environmental Building Projects

Over the years, the Group is committed to the exploration of the concept of eco-living and pursuit
of architectural quality. In recent years, the Group has also actively invested in new techniques and
technologies, gradually adopting aluminium mouldings to replace traditional wooden templates in order to
reduce its reliance on wood.

The Group’'s Chongging Aoyuan Jade Mansion and Changde Aoyuan Scenery Bay are designed with
reference to green building standards and have been filed for record. Guangzhou Aoyuan Academy No. 8,
Guangzhou Aoyuan Kangwei Plaza, Huizhou Aoyuan Lingyu, Zhuhai Tianyue Bay Garden, Zhuhai Golden Bay
Project all achieved the two-star Green Building Standard.

12.3 Green Building

China Aoyuan promotes green development and strictly adheres to relevant laws and regulations to actively
integrate the concept of environmental protection into its corporate development, creating high-quality green
buildings that use renewable resources for its customers. China Aoyuan has implemented the construction
concept of sponge city in a number of projects to collect rainwater and irrigation water for reuse, reducing
water wastage and increasing the area of greenery in the projects for air purification, sound and noise
absorption and temperature regulation. Meanwhile, the Group has also enhanced the use of lead-free taps,
energy-saving lights and other eco-friendly materials in its projects to provide owners with a green and
healthy living space.

Adhering to the Group’s sustainable development concept of “shared responsibility for environmental
protection”, the Group carefully plans green belts around construction sites at all stages of design,
construction and completion, and develops comprehensive policies and a series of measures to ensure
effective preservation of ecological appearance and minimize the negative impact to the surrounding
environment. In addition, for the light pollution, noise pollution and dust pollution that the property
development business may cause to surrounding environment, the Group takes different actions to control
and minimize the impact on ecological environment during construction.

Ll L

'ﬁ'éllu:c%'h management
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® Limit the intensity and angle of.illumination'during night-time construction to avoid disturbing the community and
affecting the livelihood of residents
® Use protective equipment such as shades to reduce the impact of glare

Noise pollution management J

® Requires contractors to control construction noise by conducting regular noise assessments, using qualified silent
construction machinery, measuring noise levels with noise detectors, installing noise barriers, silencers and enclo-
sures to prevent noise from spreading to nearby residential areas, selecting appropriate time slots for major
construction work, etc.

e Strictly requiring workers to wear devices to protect their hearing

Dust pollution management J

® Uses precast concrete components and finished mortar to reduce the amount of dust generated on the construction
site and install extensive sprinklers on the construction sites and conduct periodical spraying to reduce dust in the air

® Various measures such as hardening of roads, covering of exposed soil and washing of vehicles before leaving the
construction sites are adopted to prevent dust from polluting the nearby environment and community

® Sprinklers with automatic spray flushing system have been set up in side way of all main carriageways in the
construction site to reduce road dust
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12.4 Green Office

China Aoyuan promotes the concept of “low-carbon office” and pays attention to the use of resources
and impact to the environment in the office. It strictly complies with internal management policies such
as the "Office Environment Management Measures for China Aoyuan Tower” and “Energy-Saving and
Consumption-Reduction Management Manual for China Aoyuan Tower"” to carry out energy saving and
consumption reduction work.

The Group actively promotes the efficient use of resources by its staff. The Group saves water and
electricity and reduces energy consumption by posting water and electricity saving slogans, controlling the
hours of electricity consumption in public areas, setting energy-saving temperatures for air-conditioning,
turning off idle electrical equipment in a timely manner and using water-saving sensor taps. The Group takes
measures in the management of office consumables and advocates paperless office. Various measures
such as setting permission for color photocopying, real name registration for office stationery, encouraging
double-sided printing and recycling of paper to save resources such as paper and toner cartridges are
adopted to reduce waste.

The Group also focuses on advocating water saving plans in the office, which include the adoption of water-
saving devices, such as sensor taps, reducing water pressure to the lowest practicable level and using dual
flush toilets, etc to reduce unnecessary wastage. The Group also regularly checks office water consumption
and inspects the plumbing tanks to ensure that there is no leakage. If any leakages are found, repair will be
done immediately to ensure that it is in line with overall water-use plans. The Group also regularly advocates
water conservation and promotes water-saving measures to staff through posters and e-mails to further
enhance their awareness of environmental protection.

13 Engergy Usage and Emissions

The Group has integrated environmental protection into its development approach. The Group strives to
provide its customers with green buildings that are comfortable, low energy consumption and make good use
of renewable energy. At the same time, the Group considers the concept of environmental protection and
energy saving as part of its sustainable business objectives, and pays close attention to the consumption
of resources in its daily production and operation activities to ensure that resources are well utilised. During
the Year, the Group used 4.50 tonnes of packaging materials’, all of which were paper and paper-based
materials.

13.1 Energy Efficiency

The Group has introduced low energy consumption construction technology to reduce water usage and the
energy required in the lighting, air-conditioning and ventilation systems during the construction process. In
addition, the Group actively adopts environmental construction designs and reduces the energy consumption
in the routine operation of buildings from external wall design, glass window material, hot water system and
other aspects.

In terms of office environment, the Group promotes and encourages the effective use of resources in
various aspects to raise awareness on resource conservation and environmental protection. The Group
compiled the “Energy Saving and Consumption Reduction Management Manual for the Aoyuan Group
Building”, formulated a corresponding reward and penalty system and set up an “Energy consumption
management and monitoring team” to strengthen the supervision and management of energy saving and
consumption reduction and carry out energy saving and consumption reduction inspections with record and
analysis of electricity and water consumptions to enhance the overall environmental performance of the
Group.

' Packaging materials are disclosed for the first time in Year 2022, and there is no data for Year 20271 for comparative disclosure.
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13.2 Water Efficiency

The Group has actively taken various measures with contractors to improve water efficiency, establishing
water quota guidelines, recording water consumption at construction sites for regular review, and posting
water-saving slogans within the sites to increase staff awareness. Contractors are also required to plan
the water supply system at the constrction site, and set up water recycling devices and surface water and
rainwater collection systems. We collect reusable sewage and natural water which, after sedimentation and
filtration, is used for washing machines, significantly increasing the reuse of water resources. During the
Year, the Group has not encountered any difficulties in sourcing water.

The Group implemented sponge city construction in various projects in Qingdao and other cities for the
recycling of rainwater and irrigation water which effectively reduces wastage of water and protects the
ecological environment. Various projects of the Group such as the Xi'an project are designed in accordance
with the Green Building two-star standard to ensure that the water resource utilisation of the building meets
international standards.

The Group's energy consumption and water consumption data for the Year are set out in the following table:

Energy Consumption’ Year 2022 Year 2021
Total energy consumption (MWh) 10,177 5,945

Direct energy? 1,029 2,805°

Indirect energy® 9,148 3,140°
Energy consumption intensity (MVWh/per group company) 598.63 165.14
Water Consumption Year 2022 Year 2021
Total water consumption* (m3) 63,023.27 8,870.00
Intensity of water consumption (m3/per group company) 3,707.25 246.39
Notes:

! The resource consumption data disclosed in this report includes only energy and water used directly by the Group in its
business operation. Data on resources used by third parties such as outsourced contractors, tenants and customers of the
Group are not included.

2 Direct energy consumption includes energy consumption from petrol use. The data are calculated based on the National
Standard “Gasoline for Motor Vehicles” (GB17930-2016) issued by the State General Administration of the PRC for Quality and
the “Land transportation enterprise — Guidelines for the greenhouse gas emissions accounting and reporting (Trial)” issued by
the National Development and Reform Commission of the PRC (the "NDRC").

3 Indirect energy consumption includes energy consumption from purchased electricity. It is calculated based on the actual
electricity consumption amount purchased by the Group.

4 Total water consumption is calculated based on the actual water consumption by the Group.

5 2021 Direct energy consumption is disclosed in unleaded petrol (litres), to ensure consistency in reporting, the units disclosure
of 2021 direct energy consumption unit have been converted to megawatt hour (MWh).

6 2021 Indirect energy consumption is disclosed in terms of electricity (kWh), to ensure consistency in reporting, the units
disclosure of 2021 indirect energy consumption have been converted to megawatt hour (MWh).
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13.3 Climate Change Adaptation and Greenhouse Gas Emission Management

To attain the global goal of zero greenhouse gas emissions by 2050, the Group expects that climate change
will have a certain impact on its daily operations and assets. Therefore, the Group is committed to reducing
carbon emissions generated during the course of operation and reducing its carbon footprint in order to
eliminate the impact of climate change and demonstrate its responsibility as a green enterprise.

The Group set up an Extreme Weather Response Team to assess climate risks for all projects, identify
direct and indirect physical and transitional risks arising from climate change, and take preventive measures
and emergency relief efforts. Physical risks such as strong typhoons, hailstone, rainstorm and flooding,
high temperature and other extreme weather conditions will cause direct damage to the structure of the
buildings and bring serious chailenges and risks to the safety of residents. Transition risk refers to changes
in the economy, regulations, consumer behavior, technology, etc. caused by actions to address climate
change. Transition risks may affect the entire industry chain and market, raising new investment and cost
considerations for enterprises, investors, and consumers, and even reducing the value of their assets.

In order to cope with the increasingly severe climate change and the risks caused by it, the Group
formulated relevant climate solutions, requiring all future development projects to conduct local climate
studies to ensure that resilience of the property is enhanced. The Group will continue to adopt green building
practices and undergo application of green materials and technologies, enhance asset value and create new
values and services for investors and the community.

The Group’s greenhouse gas emissions data for the year are set out in the following table:

Greenhouse Gases' Year 2022 Year 2021
Total greenhouse gas emissions (Tonnes of carbon dioxide equivalent) 4,350.53 3,012.81
Scope 1: Direct emissions 2 (Tonnes of carbon dioxide equivalent) 256.45 773.71
Scope II: Indirect energy emissions 3 (Tonnes of carbon dioxide

equivalent) 1,497.966 2,235.37
Scope 3: Other indirect emissions 4 (Tonnes of carbon dioxide

equivalent) 2,593.53 3.73
Greenhouse gas emission intensity (Tonnes of carbon dioxide

equivalent/per group company) 451.43 83.69
Notes.

! The resource consumption data disclosed in this report only includes greenhouse gas emissions generated directly from the Group's operations.
Resource data used by the Group's third parties such as contractors, tenants and customers are not included. Greenhouse gas emissions include
carbon dioxide, methane, and nitrous oxide, and are presented in tonnes of carbon dioxide equivalent.

2 Scope 1 covers emissions from mobile combustion sources. The calculation method of fuel consumption by vehicle is based on Appendix Il
Reporting Guidance on Environmental KPIs published by the Stock Exchange ("Appendix II") and emission factors is based on the "Land Transport
Enterprises — Guidelines on Greenhouse Gas Emission Accounting and Reporting (Trial)" issued by the NDRC.

8 Scope 2 Indirect energy emissions include indirect greenhouse gas emissions generated from purchased electricity. The data is calculated based
on the “Guidelines on Greenhouse Gas Emission Accounting and Reporting” provided by the NDRC. The conversion factors used are from the
“Average Carbon Dioxide Emission Factor of China Regional Power Grid”.

4 Scope 3 Other indirect emissions includes electricity usage on water treatment, and methane generated from disposal of waste paper. To better
reflect the Group’s actual emissions, Scope 3 of the Year also includes indirect emissions generated from business air travel. The emission
factors used for water treatment are based on Appendix Il, “Study on Energy Consumption of Urban Water Supply System in China” published
by Tsinghua University, "Statistical analysis and quantitative identification of the law of energy consumption in urban sewage treatment plants
in China" published by Tsinghua University and National Urban Water and Drainage Engineering Technology Research Center. The calculation
method and emission factors for methane emissions from disposal of waste paper are based on Appendix II. Emissions from business air travel
are calculated based on the International Civil Aviation Organization (ICAO) Carbon Emissions Calculator.
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13.4 Sewage Treatment

Although the Group does not generate a large volume of sewage directly during the course of daily
operation, we are also well aware of the negative impact on the environment brought by sewage. Therefore,
we require contractors to adopt measures on sewage treatment to ensure that the discharge of sewage
complies with the environmental protection requirements, and strictly prohibit the discharge of sewage
without treatment directly into the municipal drainage system.

The measures undertaken include:

e installing sewage treatment system, including desilter, oil separator and septic-tank, and only purified
sewage could be discharged into drainage pipeline of designated municipal drainage system;

o regularly maintaining and cleaning up sewage treatment facilities to ensure the normal and effective
operation; a portion of the treated sewage will be reused in the site to reduce water usage.

The Group will continue to monitor the performance of its construction site contractors in the treatment of
sewage, review and improve its policy on sewage treatment from time to time, so as to ensure that the
treatment process complies with national regulations, and strive to reduce the production and discharge of
sewage.

13.5 Waste Management

The waste directly generated by the Group mainly comes from office paper and domestic waste. The Group
advocates reducing and recycling paper documents (including waste paper, posters, letters and envelops)
and encourages the use of environmentally friendly paper. Recycling bins are set up in offices to collect
waste paper. Notices are posted at conspicuous locations next to the copiers/printers to remind staff to use
double-sided photocopying or reusable paper to utilise resources. The Group also conducts regular paper
counts to monitor paper consumption and take appropriate improvement measures.

The Group actively promote paperless office and paperless concepts to employees. We encourage
employees to store documents electronically, use e-mail as the main communication method and replace
manual approval with electronic approval to replace paper-based office administration systems (“OA
Systems”) with electronic OA Systems.

The Group takes measures in the management of office consumables. Real name registration for office
stationery and replacement of toner cartridges are in place for employees. The Group also reminds staff
to reduce the use of disposable and non-recyclable products (e.g. plastic cutlery) and sets up waste
separation and recycling facilities in the office to encourage employee to develop a proactive recycling and
environmental protection habit.

China Aoyuan Group Limited
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In 2022, the Group generated 120 tonnes of waste paper (2021: 247 tonnes), all of which is recycled.

A total of 908 kg of hazardous waste (2021: 6,551 kg') was collected during the Year, all of which was
electronic equipment waste. All electronic equipment waste was collected and recycled by qualified
recyclers.

The Group also strictly requires contractors to establish a comprehensive waste disposal mechanism to
control and reduce the amount of waste by various means so as to eliminate its impact on the surrounding
environment.

During the planning stage, the
contractor needs to have a clear
estimate of the amount of materials
to be used and the ameunt.of waste
to be generated, “and” to avoid
demolition and"waste of materials
due to changes in the design after
constryction has started

Strictly reviews the drawings to
reduce at source the wastage of
materials due to incorrect drawings
which could lead to demolition work
and wastage

The Group standardise the

construction of products +£0
avoid waste arisingsfrem
demolition due to madification
of designs and-{0*educe-the
amount of wastebyiracyeling
and recovering the.fémaining
nonshazaidous-weste according
to differentitems

Waste will be sorted after
collection and contractors will be
required to deliver hazardous
waste to designated waste
disposal sites for disposal in
accordance with the  relevant
statutory guidelines

Contractors are required to have
proper site planning. zoning and
waste  collection areas,
centralise storage and disposal
of waste, and clearly document
waste  disposal  routess o
minimise the possibility offany
loss or improper disposal

! 2021 Hazardous waste is disclosed in terms of computer units, and to ensure consistency in reporting, the units disclosure of
2021 hazardous waste have been converted to kilograms.
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13.6 Air Pollutant Emission Management

The Group has taken different measures to effectively monitor the various emissions from contractors
during the construction process in order to control the impact on the environment. During the project
planning stage, the Group will set pollutant emission standards and limits with the contractor, and real-time
environmental monitoring instruments are to be installed to continuously monitor the actual emissions at
construction sites. The Group will collect the data regularly to compare with industry benchmarks to analyze
and formulate plans for improvements. in case of excess emissions, contractors are required to report to the
Group immediately and identify the source of the problem. In order to reduce the particulate matter (“PM2.5")
generated during the construction process, we have installed the PM2.5 detectors in a number of projects
to monitor dust emission levels, and reduce the particulate matter in the air by spraying water to improve
air quality. The Group also requires contractors to use low-polluting fuels which meet emission standards as
the main fuel for construction machinery and transport vehicles. Contractors should also install filtering and
conversion equipments in the exhaust pipe to effectively reduce the emission of air pollutants. There was
no reported case of investigation by the regulatory authorities as a result of excessive emission during the
Reporting Period.

The Group's air pollutant data for the Year are set out in the following table:

Air Pollutant’ Year 2022 Year 2021
Nitrogen oxides (kg) 177.86 121.76
Sulphur oxides (kg) 1.57 4.28
Particulate matter (kg) 13.28 8.97
Notes:

! The Group's direct air pollutant emissions are mainly from emissions from motor vehicles in motion. The calculation method
and emission factors of vehicle exhaust come from Appendix II.
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13.7 Environmental Compliance Management

The Group adheres to the philosophy of building a low-carbon and healthy lifestyle. The following low-carbon
and green policies are implemented in an effort to reduce the negative impacts of the operating activities on
the environment:

Compliance supervision Group operation Third parties

Strictly comply with the
relevant environmental and
emission regulations and
standards, and promptly
address and report any
exceedance or non-
compliance

|dentify-'sources of green-
house gases, air emissions,
effltents, waste and adopt
the best environmental
practices to improve the
Group's emission perfor-
mance

Require contractors to use
low-emission  construction
techniques and materials
and continuously monitor
the greenhouse gases, air
emissions, effluents,
waste, etc. generated by

contractors in real estate
projects

Promote  enviroamental Leverage the  Group's
awareness and. advocate influence  to actively

the “Group's..environmental promote the performange of
philesophy:"and, “.*policies environmentali*obligations
among-staff so" that they by  business’/ parthers,
caryperform-their duties in a suppliers.and‘customers
manrer consistent with the

Group’s environmental

policy

Committed to sustainable
development and take the
environment into account in
business decisions
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The Group strives to strictly comply with environmental-related laws, regulations and requirements of the
business operation regions in the process of project development. During the Reporting Period, the Group
has not identified any material breaches of the laws and regulations related to environmental protection.

To ensure that the Group complies with environmental-related laws and regulations, the engineering
department will check the relevant laws and regulations on a regular basis. If there are any updates on
the relevant provisions, contractors will be notified in real time and required to comply with the relevant
provisions, and will be informed, trained and monitored. The Group implements the following control
measures for contractors:

The Group requires The Group conducts The construction materials
contractors to comply regular inspections on used by the contractors in
with local environmental contractors during the the contract must be

policies and  such construction to detect green materials which are
requirements form part and prevent irregulark- in compliance with the
of the contract terms ties .frﬁtional requirements
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REPORTING CONTENT INDEX

Appendix 1

List of Policies, Laws and Regulations

ESG indicators Internal policy of the Company Complying with external laws and regulations
A1, Emissions Aoyuan Group Vehicle and Driver Management System (2020 Environmental Protection Law of the People's Republic of China
revised edition)

Law on Prevention and Control of Pollution From Environmental
A2. Use of Resources Notice on Further Carrying Out Energy-Saving and Noise of the People’s Republic of China

ConsumpafijgeeCtion Law on Prevention and Control of Atmospheric Pollution of the

A3. The Environment Energy-Saving and Consumption-Reduction Management People’s Republic of China
;:csioN:(t:u;al Manual for China ASjugrh[oer Law on Prevention and Control of Water Pollution of the People's
uree Office Environment Management Regulations for China Republic of China
Aoyuan Tower

Law on Marine Environment Protection of the People’s Republic of
China

Regulations of the People’s Republic of China on the Administration
of Prevention and Control of Pollution from Land-hased Sources and
Damage to the Marine Environment

Law on the Prevention and Control of Environmental Pollution by
Solid Wastes

National List of Hazardous Wastes
Consolidated Management of Hazardous Waste Transfer Forms

Work Program for the Control of Greenhouse Gas Emissions in the
13th Five-Year Plan

Regulations on National Environmental Monitoring and
Management

Urban Appearance and Environment Health Management
Regulations

Regulations on the Administration of Construction Project
Environmental Protection

Law on Environmental Impact Assessment of the People’s Republic
of China

Regulations on the Administration of Construction Engineering
Survey and Design

Interim Provisions on Civilized Construction and Environmental
Management of Construction Sites

Environmental Noise Emission Standards for Construction Site Area

Environmental Quality Standard for Noise
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ESG indicators Internal policy of the Company Complying with external laws and regulations
B1. Employment Manual on Human Resource Management System of China  Labour Law of the People's Republic of China
Aoyuan

Regulations on Supervision Work of Aoyuan Group

Staff Manual

80 China Aoyuan Group Limited

Labour Contract Law of the People’s Republic of China

Law of the People’s Republic of China on the Promotion of
Employment

Social Insurance Law of the People’s Republic of China

Law on Protection of the Disabled of the People’s Republic of China
Underage Workers Special Protection Provisions

Prohibition of Child Labour Provisions

Special Provisions on Labour Protection for Female Workers

Regulations on Minimum Wages
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ESG indicators Internal policy of the Company Complying with external laws and regulations

B2. Health and Safety Safety Management Policy of China Aoyuan Group Labour Law of the People’s Republic of China
Introduction of CRM System

Law on Prevention and Control of Occupational Diseases of the
Information Security Management Measures of China Aoyuan  People's Republic of China

{2019 Edition) , . . .
. ) _ Law of the People's Republic of China on Safe Production
Safe and Civilised Construction Standards for Project
Development of Aoyuan Group Regulations on the Safe Production Management of Construction
Statement of Safety Responsibility Projects
Safety Culture Manual Trade Union Law of the People's Republic of China
Safety Management Policy of Aoyuan Property Group Law of the People’s Republic of China on Fire Protection
Safe and Civilised Construction Standards for Project Law of the People's Republic of China on Response to Emergencies

Development of China Aoyuan

Management Measures for Maior Hidden Safety Hazards of Regulations for the Safe Management of Hazardous Chemicals

China Aoyuan Regulations on the Reporting and Investigation of Workplace Safety
Safety Management Standards for Project Development of ~ Accidents
China Aoyuan

Provisional Regulations on the Identification and Management of
Regulations on Management of Engineering Works of Aoyuan Hidden Production Accident Risks

Property Group

Regulations of the People’s Republic of China on Work Injury

Guidance Manual for Management and Control over Fine
Insurance

Decoration of Aoyuan Property Group

Notice on Further Strengthening the Management of the Regulations on Occupational Health Supervision and Administration
Pandemic Containment for Project in the Workplace

Safety Management Standards for Dangerous Operations  Classification and Catalog of Occupational Diseases

Manual on Standardisation of Fire Fighting Facilities in

. : Social Insurance Law of the People’s Republic of China
Operating Premises

Sub-project-hased Safety Management Measures for
Dangerous Segments (Trial)
Safety Management Measures for Cooperative Projects (Trial)

Guidelines for Work of Temporary Party Branches at
Construction Sites
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ESG indicators Internal policy of the Company

Environmental, Social and Governance Report (continued)

Complying with external laws and regulations

B3. Development and Training Manual on Human Resource Management System of China
Aoyuan

Training Programme For The Year

Labour Law of the People’s Republic of China

Human Resource Management System

Labour Law of the People's Republic of China

Social Insurance Law of the People’s Republic of China

Law on Protection of Women's Rights and Interests of the People’s
Republic of China

Trade Union Law of the People’s Republic of China

B4. Labour Standards Manual on Hurnan Resource Management System of China
Aoyuan

Staff Manual

Labour Law of the People's Republic of China
Prohibition of Child Labour Provisions

Law of the People’s Republic of China on the Protection of Minors

B5. Supply Chain Management Rules on Bidding-based Procurement of Aoyuan Group (2020
Edition)

Marketing Work Tender Management System of China
Aoyuan (2020 Edition)

Supplier Management System of Aoyuan Group (2021
Edition)

Guidelines for Inspection of Suppliers of Aoyuan Property
Group (2020 Edition)

Measures for Consultant and Management of Engineering
Cost Assessment of Aoyuan Group (2020 Edition)

Cost Management System of Aoyuan Group (2020 Edition)

Construction Law of the People's Republic of China
Bidding and Tendering Law of the People’s Republic of China

Regulation on the Implementation of the Bidding and Tendering
Law of the People's Republic of China

Law of the People's Republic of China on Government Procurement

Provisions on Construction Projects Subject to Mandatory Bidding

China Aoyuan Group Limited
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ESG indicators Internal policy of the Company Complying with external laws and regulations
B6. Product Responsibility Pre-launch Risk Inspection System for Projects of China Criminal Law of the People’s Republic of China
Aoyuan

Construction Law of the People’s Republic of China
Operational Guidelines on Disclaimer Contents Involved in . o . .
Prop Sales of China Aoyuan Construction Engineering Quality Management Regulations
Management Measures for Project Delivery Initiation of China Advertising Law of the People's Repubic of China

Aoyuan Product Quality Law of the People's Republic of China

Complaint Handling Rules for the 400 Custorner Service Tort Liability Law of the People's Republic of China

Hotline of China Aoyuan (Tria) Consumers' Interests Protection Law of the People's Republic of

Notice on Reaffirming the Timeliness and Quality of Customer China

Complaint Handling General Rules of the Civil Law of the People's Republic of China
Customer Satisfaction Objectives and Assessment Measures Contract Law of People’s Republic of China
for 2020

Sales Service Contact Standardization Manual for Prospective Pl ights Law ofthe People's Republi ofChina

Owners of Aoyuan Group Product Quality Law of the People's Republic of China
Customer Service Management System of China Aoyuan Consumers' Interests Protection Law of the People's Republic of
(Real Estate Sector) China
Engineering Standard Practices and Prohibited Practices of ~ Advertising Law of the People’s Republic of China
Aoyuan Property Group Trademark Law of the People's Republic of China
EFOdUCt Delivery Operation Guideiines of Aoyuan Property Urban Real Estate Administration Law of the People's Republic

roup

o of China

Inspection Guidelines for Housshold Acceptance of Aoyuan
Property Group Construction Engineering Quality Management Regulations
Management Measures for Joint Review of the Delivery Area  Regulation on the Administration of Development and Operation of
of Aoyuan Group Urban Real Estate
Custorner Service Management System of Aoyuan Property  Code of Fire Protection for Building Design GB50016-2014
Group Residential Building Code GB5368-2005
Hendiing Guideiines for Customer Relationship Criss of Guiding Opinions of the General Office of the State Council on
Aoyuan Property Group

Vigorously Developing Prefabricated Buildings

The Quality Control Management Incentive Regulations of

Standard for Assessment of Prefabricated Buildings
Aoyuan Group

Regulations on Property Management

Third Party Project Evaluation Management System of . .
Aoyuan Property Group Regulatory Measures on the Sale of Commodity Housing

Management Measures for Unannounced Inspection of
Aoyuan Property Group

Qualify Control Standardisation System
System and Goal: A+ Factory
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ESG indicators Internal policy of the Company

Environmental, Social and Governance Report (continued)

Complying with external laws and regulations

B7. Anti-corruption Internal Control Management System (Trial)
Internal Control Self-Assessment Toolkit
Operational Guidelines for Internal Control Self-Assessment
The Audit Accountability System of Aoyuan Group
Regulations on Supervision Work of Aoyuan Group (Trial)

The Eight Military Rules of Aoyuan

Company Law of the People's Republic of China

Ant-Money Laundering Law of the People’s Republic of China
Law of the People’s Republic of China Against Unfair Competition
Interim Provisions on Prohibiting Commercial Bribery
Anti-Monopoly Law of the People’s Republic of China

Bidding and Tendering Law of the People’s Republic of China

Supervision Law of the People’s Republic of China

B8. Community Investment

Charity Law of the People’s Republic of China
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Appendix 2

Reference Table of Indices

Subject Areas, General Disclosures and Corresponding SDGs GRI
Key Performance Index of Environmental,
Social and Governance
A Environmental
A1. Emissions General disclosure 12 Environment SDG 6, 7, 11,12, GRI 2: General disclosure
Information on: Protection 13,14, 15 2021
(a) the policies; and 13 Resource Usage and 2-22,2-23, 2-27
(b) compliance with relevant laws — Emissions GRI'3: Material Topics 2021
and regulations that have a 3-3
significant impact on the issuer
relating to air and greenhouse
gas emissions, discharges into
water and land, and generation
of hazardous and non-hazardous
waste.
KPI A1.1 13 Resource Usage and SDG 13 GRI 305: Emissions 2016
The types of emissions and respective ~ Emissions 305-1, 305-2, 305-3, 305-6,
emissions data 305-7
KPI A1.2 13 Resource Usage and SDG 13 GRI'305: Emissions 2016
Direct (Scope 1) and energy indirect Emissions 305-1, 305-2, 305-4
(Scope 2) greenhouse gas emissions
(in tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).
KPI A1.3 13 Resource Usage and SDG 11, 12 GRI 306: Waste 2020
Total hazardous waste produced Emissions 306-3
(in tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).
KPI A1.4 13 Resource Usage and SDG 11, 12 GRI 306: Waste 2020
Total non-hazardous waste produced ~ Emissions 306-3
(in tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).
KPI A1.5 12 Environment SDG 7,13 GRI'305: Emissions 2016
Description of measures to mitigate Protection 305-5
emissions and steps taken to achieve 13 Resource Usage and
them. Emissions
KPI A1.6 12 Environment SDG 11, 12 GRI'306: Waste 2020

Description of how hazardous and
non-hazardous wastes are handled,
reduction initiatives and steps taken to
achieve them.

Protection
13 Resource Usage and
Emissions

306-4, 306-5
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Subject Areas, General Disclosures and Corresponding SDGs GRI
Key Performance Index of Environmental,
Social and Governance

A Environmental

A2. Use of General disclosure 13 Resource Usage and SDG 6, 7, 12 GRI 2: General disclosure
Resources Policies on the efficient use of Emissions 2021
resources, including energy, water and 2-22,2-23, 2-27
other raw materials GRI'3: Material Topics 2021
33
KPI A2.1 13 Resource Usage and SDG 7 GRI'302: Energy 2016
Direct and/or indirect energy Emissions 302-1, 302-3

consumption by type (e.g. electricity,
gas or oil) in total (kWh in 000s) and
intensity (e.g. per unit of production
volume, per facility).

KPI1 A2.2 13 Resource Usage and SDG 6, 12 GRI 303: Water and
Water consumption in total and Emissions Effluents 2018
intensity (e.g. per unit of production 303-5

volume, per facility).

KPI A2.3 12 Environment SDG 7 GRI'302: Energy 2016
Description of energy use efficiency Protection 302-4, 302-5
initiatives and steps taken to achieve 13 Resource Usage and

them. Emissions

KPI A2.4 12 Environment SDG 6, 12 GRI'303: Water and
Description of whether there is any Protection Effluents 2018
issue in sourcing water that is fit for 13 Resource Usage and 303-1

purpose, water efficiency initiatives and  Emissions
steps taken to achieve them.

KPI A2.5 13 Resource Usage and SDG 12 GRI'301: Materials 2016
Total packaging materials used for Emissions 301-1

finished products (in tons), and if

applicable, with reference to per unit

produced
A3. The General Disclosure 12 Environment SDG6,7,11,12  GRI 2: General disclosure
Environment Policies on minimizing the issuer’s Protection 2021
and Natural significant impact on the environment 2-22, 2-23, 2-27
Resources and natural resources GRI 3: Material Topics 2021
33
KPI A3.1 12 Environment SDG6,7,11,12  GRI303: Water and
Description of the significant impacts ~ Protection Effluents 2018
of activities on the environment and 303-1
natural resources and the actions taken GRI 304: Biodiversity 2016
to manage them 304-2
GRI'306: Waste 2020
306-1, 306-2
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Subject Areas, General Disclosures and Corresponding SDGs GRI
Key Performance Index of Environmental,
Social and Governance

A Environmental

A4 Climate General Disclosure 13 Resource Usage and SDG 12 GRI 2: General disclosure
Change Policies on identification and mitigation ~ Emissions 2021
of significant climate related issues 2-22, 2-23

which have impacted, and those which
may impact, the issuer

KPI A4.1 13 Resource Usage and SDG 12 GRI201: Economic
Description of the significant climate- ~ Emissions Performance 2016
related issues which have impacted, 201-2

and those which may impact, the issuer,
and the actions taken to manage them

B Social

Employment and Labour Practices

B1. Employment General Disclosure 10 Health and Safety ~ SDG 3, 5, 8,9, 12 GRI 2: General disclosure
Information on: 11 Employment and 2021
(a) the policies; and Labour Practices 2-22,2-23, 2-27
(b) compliance with relevant laws GRI 3: Material Topics 2021
and regulations that have a 3-3

significant impact on the issue
relating to compensation and
dismissal, recruitment and
promotion, working hours, rest
periods, equal opportunity,
diversity, anti-discrimination,
and other benefits and welfare.

KPIB1.1 11 Employment and SDG 5,12 GRI 405: Diversity and Equal
Total workforce by gender, employment Labour Practices Opportunity 2016

type (such as fulltime or part-time), age 405-1

group and geographical region

KPI B1.2 11 Employment and SDG 5,12 GRI'401: Employment 2016
Employee turnover rate by gender, age  Labour Practices 401-1

group and geographical region
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Subject Areas, General Disclosures and Corresponding SDGs GRI
Key Performance Index of Environmental,
Social and Governance

B Social

Employment and Labour Practices

B2. Heaith and  General Disclosure 10 Health and Safety ~ SDG 3 GRI 2: General disclosure
Safety Information on: 11 Employment and 2021
(a) the policies; and Labour Practices 2-22,2-23, 2-27
(b) compliance with relevant laws GRI'3: Material Topics 2021
and regulations that have 3-3

a significant impact on the
issuer relating to providing a
safe working environment and
protecting employees from
occupational hazards.

KPI B2.1 10 Health and Safety ~ SDG 3 GRI'403: Occupational
Number and rate of work-related Health and Safety 2018
fatalities in the past three years 403-9, 403-10
(including the reporting years).
KPI B2.2 10 Health and Safety ~ SDG 3
Lost days due to work injury
KPI B2.3 10 Health and Safety ~ SDG 3 GRI'403: Occupational
Description of occupational health and 11 Employment and Health and Safety 2018
safety measures adopted, how they are Labour Practices 403-1, 403-3, 403-5, 403-7
implemented and monitored
B3. Development General Disclosure 11 Employment and SDG 3 GRI'403: Occupational
and Training Policies on improving employees’ Labour Practices Health and Safety 2018
knowledge and skills for discharging 403-1, 403-3, 403-5, 403-7
duties at work. Description of training
activities
KPI B3.1 11 Employment and SDG 3

The percentage of employees trained  Labour Practices
by gender and employee category
(e.g. senior management and middle

management).

KPI B3.2 11 Employment and SDG3 GRI 404: Training and
The average training hours completed  Labour Practices Education 2016

per employee by gender and employee 404-1

category
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Subject Areas, General Disclosures and Corresponding SDGs GRI
Key Performance Index of Environmental,
Social and Governance

B Social

Employment and Labour Practices

B4. Labour General Disclosure 11 Employment and SDG 12 GRI 2: General disclosure
Standards Information on: Labour Practices 2021
(a) the policies; and 2-27
(b) compliance with relevant laws GRI 3: Material Topics 2021
and regulations that have a 3-3

significant impact on the issuer
relating to preventing child and
forced labour.

KPI B4.1 11 Employment and SDG 12 GRI'408: Child Labour 2016

Description of measures to review Labour Practices 408-1

employment practices to avoid child GRI'409: Forced or

and forced labour Compulsory Labour 2016
409-1

KPI B4.2 11 Employment and SDG 12 GRI'408: Child Labour 2016

Description of steps taken to eliminate  Labour Practices 408-1

such practices when discovered GRI'409: Forced or
Compulsory Labour 2016
409-1

Operational Practices

B5. Supply Chain General Disclosure 8 Supply Chain SDG 3,9, 11,12, GRI 2: General disclosure
Management Policies on managing environmental Management 17 2021
and social risks of the supply chain 2-6
KPI B5.1 8 Supply Chain SDG 12 GRI'2: General disclosure
Number of suppliers by geographical Management 2021
region 2-6
KPI B5.2 8 Supply Chain SDG 12 GRI'2: General disclosure
Description of practices relating Management 2021
to engaging suppliers, number of 2-6
suppliers where the practices are GRI'308: Supplier
being implemented, how they are Environmental Assessment
implemented and monitored 2016
308-1, 308-2

GRI'414: Supplier Social
Assessment 2016
414-1,414-2
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Subject Areas, General Disclosures and Corresponding SDGs GRI
Key Performance Index of Environmental,
Social and Governance
B Social
Operational Practices
B5. Supply Chain KPI B5.3 8 Supply Chain SDG 12 GRI'2: General disclosure
Management Description of practices relating to Management 2021
identifying environmental and social 2-6
risks at each stage of the supply chain GRI'308: Supplier
and how they are implemented and Environmental Assessment
monitored 2016
308-1, 308-2
GRI'414: Supplier Social
Assessment 2016
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