Fu Gang Construction Group Co. Limited Green Finance Framework
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Background
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Fu Gang Construction Group Co. Limited (the "Group") was established on July 8, 2010. The Rugao
Port Industrial Park Management Committee holds 100% of the Group's shares, making it the
controlling shareholder and actual controller. The Group is an important entity in urban construction
and state-owned asset management in Rugao City. It is currently engaged in leasing and property
services, hospitality and catering services, construction and development business.
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In accordance with the State Council's overall guidance on green development and the national
“14' Five-Year” Strategic Plan of “Environmental Protection and Development of Low-Carbon
Economy”, the Group is committed to ensuring that its economic performance is conducive to the
green development of the environment. The Group regards green development as its business
foundation and ensures that its economic development is beneficial to the environment. The
company adheres to a positive sense of environmental responsibility, and integrates the spirit of
green development into its rules, regulations and business development plans. The Group actively
integrates green principles into the economic development of Rugao City and is committed to
making contributions in the fields of green building and infrastructure. Meanwhile, the Group also
insists on reducing the negative impact on the environment during the engineering design and
construction process, in doing so, ensuring it applies its principle of environmental protection to
every work stage.
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The Rationale of the Group’s Green Finance Framework
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The Group adheres to high environmental standards with sustainable development at low carbon
emissions and regards environmental protection and sustainable development as its core values.
The Group is acutely aware of the need to control and mitigate the impact of its actions on the
environment and the communities in order to fulfill its green commitment towards creating long-
lasting value. The Group’s Board is responsible for leading and guiding the Group’s policies on
sustainable development at low carbon emissions and working together with management to identify,
evaluate and address environmental issues on an ongoing basis.
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Framework Overview
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The Green Finance Framework (the “GFF”) aims to describe how the Group could, with Green
Financing Transactions (each an “GFT”", the issuance of Green Financing Instruments, each an
“GFI”, including green bonds, green loans, or any other debt-like Green Financing Instruments), to
finance the projects that have positive environmental impact and align with it business strategy and
goals (the “Eligible Projects”). The net proceeds of GFTs will be applied exclusively to the Eligible
Projects that will deliver environmental benefits, and support the Group’s business strategy and
sustainability commitment.
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- With respect to bonds, bonds issued under the GFF will be in alignment with the Green
Bond Principles (GBP) 2021 (with June 2022 Appendix |) released by the International
Capital Market Association (ICMA).

- With respect to bonds, bonds issued under the GFF will also be in alignment with the Green
Bond Endorsed Projects Catalogue (2021 Edition) (W' or as they may be subsequently
amended.

- With respect to loans, loans issued under the Framework will be aligned to the Loan Market
Association (LMA), Asia Pacific Loan Market Association (APLMA), Loans Syndicated and
Transactions Association (LSTA) or Green Loan Principles 2023®) 2(GLP) as they may be
subsequently amended.

- Other forms of financing may conform to other well-established green principles as may
have been established at the time.
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GFTs do not place restriction on the tenor and currency and can include other terms and conditions
(including covenants) to reflect the financing strategy and plans of the Group, as well as the outcome
of the commercial discussions between the Issuer/Borrower and the Manager/Arranger/Lender.

"In alignment with the Green Bond Endorsed Projects Catalogue (2021 Edition)
http://www.gov.cn/zhengce/zhengceku/2021-04/22/content_5601284.htm

2In alignment with LMA Green Loan Principles, February 2023,
https://www.Ista.org/content/green-loan-principles/
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GFTs may be issued in any jurisdiction and market reflecting the Group’s current and future business
needs.
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In accordance with the above principles and guidelines, the Group’s GFF is presented through four
core components as well as its recommendations for external review and amendments to the GFF
as necessary from time to time:

1. Use of Proceeds

2. Process for Project Evaluation and Selection

3. Management of Proceeds

4. Reporting

5. External Review
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1. Use of Proceeds ¥ £ ¥4 A%

The Group will allocate an amount at least equivalent to the net proceeds of the GFI issued under
the GFF to finance and/or re-finance, in whole or in part, new and/or existing projects which meet
the eligibility criteria of the following Eligible Green Project Categories (“Eligible Green Projects”),
as defined below.
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A maximum 3-year look-back period would apply for refinanced projects and the Group expects
each issuance under the GFF to be fully allocated within 2 years from the date of issuance.
FRTAARKIALEA 3 F, FAMHAERTOELRATHARERITE 2 F T RDE.

Eligible Green Project Categories and Description/Conditions of Eligible Green Projects.
FAFANZERN B LA FefF & F AR ET B LA R/ REAF.



Eligible Green
Projects

Categories & Criteria of Eligible Green Projects
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Acquisition, construction, maintenance and renovation of building [Environmental

Objectives:
Climate change

that have received, or expect to receive certified the below

recognized green building certifications:

Green Building
HERR
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Chinese Green Building Evaluation Label — 2 Star or above
(Design / Operations Label); or

Building Research Establishment Environmental Assessment
Method (BREEAM) — Excellent or above; or

U.S. Leadership in Energy and Environmental Design (LEED) —
Gold or above; or

Hong Kong BEAM Plus — Gold or above; or

Building and Construction Authority (BCA) Green Mark — Gold or
above; or

Construction of Ultra-Low Energy Consumption Buildings:
Construction of public and residential buildings adapted to climate
characteristics and site-specific conditions that reduce the demand
for heating, air conditioning and lighting through passive building
designs, and adopt active technical measures to improve the
efficiency of building energy equipment and systems in the public
and residential building as well as the acquisition of consumption.
The technical indicators of the building shall meet the requirements
of the “Technical Standard for Near-Zero Energy Building” (GB/T
51350) which is commonly used in China and broadly equivalent to
the international standards; or

Green Warehousing Logistics: Construction, operation and
renovation of logistics warehouses in accordance with the national
green building codes and standards, for which they have obtained
national green building evaluation marks. For example, the
technical indicators of green logistics warehouse building shall
meet the requirements of 2 Star or above of the “Green
Warehouse Requirements and Evaluation” (SB/T 11164) which is
commonly used in China and broadly equivalent to the
international standards; or

Any other green building label, that is an equivalent standard of the
above (Note: To determine the equivalency of other green building
labels, the Company can compare their criteria with established
standards, check for benchmarking, third-party validation,
regulatory acceptance, and industry recognition.);

A maximum 3-year timeframe would be required for
properties/buildings to obtain the green certification under this

mitigation,
pollution
prevention and
control.

Project Benefits:

Reduce the use of
fossil energy and
carbon emissions,
improve the
utilization rate of
clean energy in
buildings, and
achieve
harmonious
coexistence
between human
and nature.
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framework. All eligible properties/buildings will have a pre-design
green certification.(Note: The 3-year timeframe is based on typical
construction and certification processes, which include design,
construction, and post-construction review. This duration allows for
potential delays and adjustments in the project. If buildings do not
receive the green certification within 3 years, they would no longer
be eligible under this framework. The Company should consider
extending the deadline on a case-by-case basis, considering
reasons for delay, but ultimately, the goal is to promote timely
compliance with green cetrtification standards.)

- In terms of energy performance, renovations should aim to achieve
at least a 15% reduction in energy consumption compared to the
baseline, which is the building's energy consumption before the
renovations.

- As for green certification, the renovations are expected to lead to
an improvement in the building's green certification level. The
green certification level should be upgraded by at least one level
according to a recognized green building certification system, such
as LEED or BREEAM.
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Exclusion Criteria HEf& % 7|

Eligible Green Projects will exclude the type of activities listed in the latest International Finance
Corporation Exclusion List:
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Production or trade in any product or activity deemed illegal under host country laws or regulations
or international conventions and agreements, or subject to international bans, such as
pharmaceuticals, pesticides/herbicides, ozone-depleting substances, polychlorinated biphenyls
(PCBs), wildlife or products regulated under the Convention on International Trade in Endangered
Species of Wild Fauna and Flora (CITES).
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Production or trade in weapons and munitions.
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Production or trade in alcoholic beverages (excluding beer and wine)
BAEGA (RGBT HE) EZRT 5,

Production or trade in tobacco.
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Gambling, casinos, and equivalent enterprises.
W, ARk,

Production or trade in radioactive materials. This does not apply to the purchase of medical
equipment, quality control (measurement) equipment and any equipment where any international
financial company considers the radioactive source to be trivial and/or adequately shielded.
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Production or trade in unbonded asbestos fibres. This does not apply to the purchase and use of
bonded asbestos cement sheeting where the asbestos content is less than 20 per cent.
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Drift net fishing in the marine environment using nets over 2.5 kilometres in length.
BHEFRFEPERNRKREALT 25 AL MO ARE L,

Production or activities involving harmful or exploitative forms of forced labour/harmful child labour.
BRAFEGRFINT X588 575) / FENEIHEZREN.

Commercial logging operations for use in primary tropical forest.
FEJR A #T AR AT 89 B AL AR R AE Jk .

Production or trade in wood or other forestry products other than from sustainably managed forests.
A BRELCHAL > St £ = RKT 5, THEELEMNT SR,



2. Process for Project Evaluation and Selection 3 B ##4& 5% #t iA42

In terms of the process for project evaluation and selection, the Group has established a relatively
refined control system. The process for green project evaluation and selection consists of two parts,
namely project screening and project review.

The Group’s Green Finance Working Group (“GFWG”) collect compliance documents of the
proposed green projects and check whether the documents are complete, thereafter examining the
compliance documents to assess the green features of the projects against the Green Bond
Principles (GBP) 2021 (with June 2022 Appendix |) released by International Capital Market
Association (ICMA) or the Green Bond Endorsed Projects Catalogue (2021 Edition), or the Green
Loan Principles 2023 (GLP). For the potentially qualified green projects, the GFWG will perform a
preliminary calculation on its environmental impact, and submit the compliance documents and
preliminary calculation results to the GFWG for project review.
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Accountability Mechanism for the Group’s Green Finance £ B 4k & & ak &9 Fr4EHL %)

The GFWG is responsible for the management of this GFF and the compliance of all financing
instruments issued under the GFF. The GFWG consists of representative of senior management
at the Group’s level and senior representatives from the following departments, including

¢ Investment Department: Responsible for the Company's investment project planning and
feasibility plans, and establish and improve the internal control system for investment and
external guarantee management.

e General Department: Responsible for the Company's administrative logistics service
guarantee and office secretarial work.

e Finance Department: Responsible for the Company's financial management and planning.

e General Office, Discipline Inspection and Supervision Office: Responsible for implementing
the national guidelines, policies, laws and regulations, formulating and organizing the
implementation of the Company's administrative supervision annual or phased work plans
and work measures.
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The GFWG may be supplemented from time to time, or expanded, by the inclusion of
representatives from other relevant teams.

The GFWG will:

Meet at least two times each year, endeavored to be distributed evenly throughout the year
Ratify Eligible Green Projects, which are initially proposed and submitted by the members
from other departments of the Group

Undertake regular monitoring of the asset pool to ensure the eligibility of Green Projects with
the criteria set out in the Group’s GFF Section 1, Use of Proceeds, whilst replacing any
ineligible Green Projects with eligible new Green Projects

Facilitate regular reporting on any Green issuance in alignment with our Reporting
commitments

Manage any future updates to this Framework

Ensure that the approval of Eligible Green Projects will follow the Company’s existing
credit/loan/investment approval processes
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The GFWG has standard process for project evaluation and selection of eligible green projects.

The GFWG will

Discuss and select Eligible Green Projects according to the eligibility and exclusion criteria
defined in section 1 of this Framework.

Prioritize selecting projects that comply with Energy Saving Regulation of the People’s
Republic of China, Green Building Evaluation Standard and other related Policies and
Regulations enforcing sustainability considerations.

Measure each project by its feasibility report. The feasibility report measures project by
assessing its investment necessity, feasibility in terms of both technical and financial aspects,
the ratio of return against cost, potential environmental impact and metrics in the framework
section 1 to measure eligibility of green projects. The feasibility report is usually conducted
by the third party agent or professional consultant team. The report scope will generally cover
the sections included above.

Identify and manage the environmental risks related to eligible green projects based on the
feasibility reports mentioned above.

Nominate green projects for the Board of Directors’ final decision. The shortlisted projects will

be presented to the Board of Directors for final approval to take into effect. After receiving the
8



Board of Directors’ assessment and approval, the projects which are selected will become
the Eligible Green Projects.
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3. Management of Proceeds ¥ £ &4 & %

The proceeds of each of the Group’s GFT can be managed through using an earmarked account or
keeping a GFT Register. Under the GFT Register method, the proceeds will be deposited in the
general funding accounts and earmarked for allocation towards the Eligible Green Projects. The
Group will maintain a GFT Register to track the use of proceeds for the GFT. Green Finance
Allocation Register will be established to ensure and monitor the allocation of green finance
proceeds.
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The Register wiII contain, for each GFT launched, information including:
EMBFOIEELFCBRTIHOATEE:

1. GFT Details: ISIN (if applicable), Pricing Date, Maturity Date and etc.
FORRARHEE: ISIN (ER). 2B, 2B 5,

2. Eligible Green Project Allocation List: Information including:

= The Eligible Green Projects List, including for each Eligible Green Project, the Eligible
Green Project Category, project description, project location, Group’s ownership
percentage, total project cost, amount allocated, settled currency, etc.

= Amount of unallocated proceeds
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It is Group’s intention to deploy proceeds of each Group’s GFT to Eligible Green Projects within 2
years. Any balance of issuance proceeds not allocated to Eligible Green Projects will be temporarily
held in cash deposits. Specifically, The Group will reallocate proceeds to another Eligible Green
Project as soon as practical when a project ceases to be eligible.
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4. Reporting 8%

Allocation Reporting 4Btk %

The Group will consolidate information on the allocation of the net proceeds of its GFls. Such
information will be prepared on an annual basis until all the net proceeds have been allocated. The
information will contain at least the following details:

1) List of Eligible Green Projects for the current year

2) The amount of proceeds allocated to each Eligible Green Project category

3) Descriptions of the Eligible Green Projects financed, such as project locations, amount
allocated, etc.

4) Selected examples of projects financed

5) Percentage of financing vs. refinancing

6) Amount of unallocated proceeds
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Furthermore, the Group will confirm that the use of proceeds of the GFT conforms to this GFF.
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The Group will report on the environmental benefits of the Eligible Green Projects potentially with
the following environmental impact indicators. In addition, calculation methodologies and key
assumptions will be disclosed, subject to data availability. Such information will be prepared on an
annual basis until all the net proceeds have been allocated and such information will be project
portfolio-based. The Group commits to disclosing the expected and actual qualitative impact of
projects financed and/or refinanced and quantitative impact when data is available
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Eligible Green Project Categories
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Green Building
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Environmental Impact Indicators
S A ACELS

= Type and level of green building
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= Annual energy savings (in MW) & 57
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= Annual greenhouse gas (GHG)
emissions reduced / avoided (in t CO>
eqp.a.) FEREAKRBRHEE (Fld
CO2 ¥ =/4)

= Annual reduction in water consumption
(inmd) FETAE (ZFHK)

The allocation and impact reporting mentioned above will be published on the Group’s website.
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5. External Review #} 2R % F

The Group has engaged CCX Green Finance International Limited to assess this GFF and its
alignment with Green Bond Principles, ICMA 2021 (GBP) (with June 2022 Appendix I) / Green Loan
Principles, LMA/LSTA/APLMA, 2023(GLP) and issue a Second-party Opinion (SPO).
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