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ENVIRONMENTAL AND SOCIAL DUE DILIGENCE EXECUTIVE SUMMARY INTRODUCTION
Jiangxi Luli Wood Co., Ltd.

1. INTRODUCTION

Jiangxi Luli Wood Co., Ltd. (the “Company” or “Jiangxi Luli”) commissioned ERM (Shanghai) Limited
(“ERM”) to conduct an independent Environmental and Social Due Diligence (ESDD or the
“Assessment”) of a particle-based board manufacturing plant (the “Project”) located in the Bamboo
and Wood Industrial Zone, High-tech Industrial Park of Anfu County, Ji'an City, Jiangxi Province, P.R.
China (“Jiangxi Site”). The Company is a subsidiary of Shouguang Luli Wood Co., Ltd. (“Shouguang
Luli” or the “Borrower”). ERM understands that Shouguang Luli is arranging financing facilities with
Natixis, Commerzbank and Euler Hermes (the “Lenders”) for development of the Project in
conjunction with another wood processing plant to be developed in the South Zone of Industry Cluster
Park, Xintian County, Yongzhou City, Hunan Province, China (“Hunan Site”) by another subsidiary of
Shouguang Luli, i.e., Hunan Luli Wood Co., Ltd. (“Hunan Luli").

The Project occupies a land area of approximately 717,250 m? in total which accommodates a
particle-based board manufacturing plant and an ancillary biomass cogeneration facility. The
biomass cogeneration facility is designed to incinerate wastes from the particle-based board plant,
i.e., non-methane hydrocarbon (NMHC) emissions, particle emissions and other combustible wastes,
to supply heat and steam to the Project. The current ongoing construction of Jiangxi Site commenced
in June 2022. Prior to the site development, the land was occupied by farmhouses, forest lands and
farmlands.

Main components of the Project are listed below:

Table 1-1 Project Facilities and Operations
Facilities Operation Land Area
A particle-based board Debarking, lumber flaking,
manufacturing plant with a chipping, cleaning, drying,
designed production capacity of gluing, mat formation, hot

1.6 million m3 of boards per year pressing

An ancillary biomass
cogeneration facility consisting

of Approx.
ial feedi 717,250 m?
B Three 170 t/h circulating Raw material feeding,
fluidised bed boilers; and combustion, water purification,
steam generation and power

B Two 30 MW extraction back
pressure steam turbine
generator sets to supply
steam and power for the
Project

generation

No associated facilities were identified related to the Project.

Primary products of the Project include Oriented Surface Board (OSB) and Facing Oriented Surface
Board (FOSB):

m OSB is a particle-base board formed by adding adhesives and then compressing layers of wood
strands (flakes) in specific orientations?.

B FOSB is an original product developed by Luli. Innovated upon OSB, FOSB is paved by finer
materials on the surfaces which provides more versatile options in surface adorning and
decorations.

1 Oriented strand board - Wikipedia
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Jiangxi Luli Wood Co., Ltd.

Based on the onsite observations and information provided by Jiangxi Luli representatives, the
currently ongoing construction of the Jiangxi Site commenced in June 2022 with staged operation as
scheduled below:

m  Stage | — Operation of FOSB production is aimed to commence in October 2023;
m  Stage Il — Operation of OSB production is sought to commence in February 2024.
m  Operation of biomass cogeneration facility is sought to commence by October 2023.

According to the information provided by the site representative, the Project occupies a total area of
approximately 717,250 m? (~1,076 Mu). The following Real Estate Certificates (RECs) cover the
majority footprint of this land area and were provided for ERM’s review:

B Plot A: Land area of a 495,614.00 m? (~743 Mu) designated for industrial use, owned by Jiangxi
Luli, valid from 2022 to 2072.

®  Plot B: Land area of a 150,634.55 m? (~226 Mu) designated for industrial use, owned by Jiangxi
Luli, valid from 2022 to 2072.

The land acquisition for the above listed 970 Mu that will accommodate the Project involved both
economic displacement and physical displacement. The relocation for physical displacement and
cash compensation for economic displacement were completed in March 2023 and April 2022,
respectively.

Industrial land use permitting formalities had not been completed for a portion of the land used to
accommodate the Project, including an area of 38,000 m2 (~57 Mu) related to the three water storage
tanks and an area of approximately 33,000 m2 (~50 Mu) for part of the biomass cogeneration facility.
According to the site representative, the administrative process is on-going and the land use
certificate for the aforementioned surface areas was expected to be obtained in August 2023.

The Company contracted ERM to conduct the Assessment, by evaluating the Project’s environmental
and social (E&S) performance against the following standards (“Applicable Standards”):

m  Applicable local and national and international environmental, social and human rights laws,
regulations and standards;

m  Equator Principles IV (EP 1V), October 2020;

m |FC Performance Standards (IFC PS) on Environmental and Social Sustainability (2012);

B The applicable World Bank Group Environmental, Health and Safety (EHS) Guidelines, including:
O General EHS Guidelines;
O EHS Industry Sector Guidelines for Board and Particle-based Products (2007);
[0 EHS Industry Sector Guidelines for Waste Management Facility (2007);

B The Voluntary Principles on Security and Human Rights; and

®  The relevant published E&S Policies from the confirmed beneficiaries, i.e., Natixis, Euler Hermes,
and Commerzbank.

Based on ERM'’s review, the IFC PS 1-6 were determined to be applicable to the Project, while PS 7
and 8 were considered not applicable.

The Assessment consisted of 1) desktop review of relevant E&S documents provided by the
Company and publicly available information pertaining to Jiangxi Luli; 2) a physical site visit at Jiangxi
Site; 3) onsite interviews with the site representative, Project affected people and corresponding
village head, and local government representatives; and 4) preparation of an ESDD report.
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2. PROJECT CATEGORIZATION

ERM categorizes the Project to be Category A given number of physically-displaced villagers being
over 200 (i.e., 239 individuals in total, the physical displacement process had been completed in
March 2023).

3. FINDING SUMMARY

To facilitate a focused summary of the gaps against the Applicable Standards and propose mitigation
measures relating to the Project, the qualitative risk evaluation criteria provided in Table 3-1 has been
adopted. Where one or more aspects at risk correspond to the definitions below, a Risk Level of H
(High), M (Medium), or L (Low) is provided.

Table 3-1 Project Risk Level against IFC Performance Standards and EHS Guidelines
8 Definition
Level

Major regulatory permitting non-compliances and other risk-based issues that may:

e resultin closure or temporary suspension of the business, and/or

e induce potential significant adverse environmental or social risks and/or impacts
that are diverse, irreversible or unprecedented

Moderate permitting non-compliance or inconsistency with applicable E&S standards,
which may result in non-material rectification cost or fine but not shut down. Impacts are
generally confined to the Project boundary or its immediate surroundings, are
amendable to mitigation and are largely reversible.
Legal non-compliance or inconsistency with applicable E&S standards, which may
L result in minimal adverse environmental or social risks/impacts. May affect workers but
generally would not cause significant impacts beyond the project boundary.
Not applicable or no negative findings.

The ESDD did not identify high risk issues but several medium and low risk issues in connection with
the Project, which primarily include:

m  Lack of an external and internal grievance mechanism for engagement with the potentially
affected communities and the Company’s employees, and a Stakeholder Engagement Plan
(SEP);

®  Pending approvals for the environmental impact assessment (EIA) and Soil and Water
Conservation Plan (SWCP) of the biomass cogeneration facility;

B Pending RECs for a portion of the land used for three water tanks (38,000 m?) and part of the
biomass cogeneration facility (33,000 m?);

B To-be-strengthened communication with the Project affected villages, especially Yijia Village;
B Lack of Climate Change Risk Assessment (CCRA) for the Project;

m  Lack of a procedure to identify the need of stakeholders and the relevant viable ways of
engagement;

B Inconsistency between the Company’s marriage leave policy and local regulations;

®  Under-contribution to social insurance and housing fund;
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m  Unregistered employment of 4 juvenile trainees, and lack of a written policy/procedure for the
management of risks of employing juvenile workers;

®  Pending Safety Pre-Assessment (SPA), Safety Protection Facility Design, and Fire-fighting
Design for the biomass cogeneration facility;

®  Lack of requirements on labour and working conditions of the contractors in the contractor
management procedure;

®  Incomplete supply vetting program, which did not specifically incorporate child labour and forced
labour.

Based on the main findings identified during the Assessment as briefed above, as well as the
consideration of the actions to be implemented cooperating with the operation commencement
schedule, an Equator Principles Action Plan (EPAP) is proposed and provided in the following
section.
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EQUATOR PRINCIPLES ACTION PLAN

4, EQUATOR PRINCIPLES ACTION PLAN
No. Recommended Action Risk Responsible Objectives and Deliverables  Timeframe for
=352 frEhEi Ranking Parties H# sz Completion
REER — AFTHAL SEARA]
Assessment and Management of ES Risks and Impacts
RS KUK B M8 B PR A5 A B R

1. Obtain the EIA approval for biomass cogeneration facility. Moderate  Jiangxi Luli EIA approval for biomass By September 2023

HAR A ) R E ) R A r VANTE=N] cogeneration facility 202349 A
BRI PHIEE

2. Complete the environmental Completion Acceptance Inspection Low Jiangxi Luli Environmental CAl report Within 3-12 months upon
(CAI) for the Project. 1% VANTLE=ATT] FRERARP 8 LUk & operation
FERARITH R ORI commencement

T HIZE IR A 1 3-12
MHZA

3. Apply for the Pollutant Discharge Permit (PDP) prior to the Low Jiangxi Luli PDP Prior to operation
operation commencement. i MANTLE AT Heysemy commencement
TEIZE TT R AT H S VAT . BEITAGHT

4, File the SWCP for biomass cogeneration facility and obtain Moderate  Jiangxi Luli SWCP approval of the By September 2023
associated approval from Anfu County Bureau of Water Resource. rh L& biomass cogeneration facility 20234FE9 H
KW ) K AR TT AR s Rt e Bk S5 R, RISt PR ) K LR B
.

5. EHS staff should obtain the Safety Production Management Low Jiangxi Luli Safety Production By October 2023
Certificates from local Emergency Management Bureau as 1 MANITE=ATT] Management Certificates 2023 % 10 A
scheduled. LA BIET
EHS HB 1A R S $e R U5 R S 3R ORI 22 4 BEARIE

6. Regularly review and update the environmental and safety Low Jiangxi Luli Environmental and safety Regularly and upon
Emergency Response Plans (ERPs) to ensure that the Project 1% MANIE=ATT] ERPs change of the Project
specific ERPs are commensurate with the site activities. TSy I =R activities
W H AT R A 2 e N B TS, DA R AR I H A 2 S 2 5 W, LA H 2850
FAB SIS . RAAB A 5

7. Register the prepared environmental ERP at competent Low Jiangxi Luli ERP registration, and Before the operation of
government agency, disclose relevant information of the ERPs to 1% MANIEE=ATT] disclosure / communication the Project

the affected communities (e.qg., Yijia Village), and/or involve the
nearby communities in the future drills, as appropriate.

HEPRE N SN SRAEBUR B THAT & 5, R AL X ()]
W GHEA) RSB SRR RE L, RIS Lt
DX FL 7] 23 IR R R B8 ]

records with nearby
communities

INASSTIE S S A TRE I VA S]]
SR S 5 HHEARIX (7
TS

B E I hERT
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EQUATOR PRINCIPLES ACTION PLAN

No. Recommended Action Risk Responsible Objectives and Deliverables  Timeframe for
75 TaZ Ranking  Parties B ARFIZ A Completion
e A S8k
8. Ensure the environmental monitoring plan is aligned with the Low Jiangxi Luli Environmental monitoring plan  Before the operation of
requirement as specified in PDP. ik ANiE= AT BT 7 % the Project
AR 55 0 77 5 k5 8 AT AR SR — 3 B E I
0. Conduct industrial hygiene monitoring once per year, and Low Jiangxi Luli Industrial hygiene monitoring Regularly upon
Occupational Disease Hazard Status Assessment every 3 years, 1% MANpLTE--30 ] report, and Occupational operation
from commencement of operation Disease Hazard Status commencement
BEPEFEHT RO PARN, =07 KRG ER Assessment Report B8 W kT
FHVRTEAN - Tk PA: Bk, HRMER &
A RIVR AN R
10. Prepare a SEP that covers all internal and external stakeholders Low Jiangxi Luli A comprehensive and living Before the operation of
and strategy of engagement appropriate to the nature of the 1% MANTEEATT] SEP the Project
stakeholders. The SEP should be handled as a living document — R HA RS SEP 8 & H IR
and get updated when necessary.
W% — M FIZEAHK TS 511k (SEP) , SEP Z EF| A P HEAl
AMERFIZEAHOCTT, MASCE G XRS5 g . SEP MY
Fe A BEA RS S, AR EEIN TR AT R
Labour and Working Conditions
% LA LIERMA
11. Update the marriage leave policy in employee handbook in line with  Low Jiangxi Luli Updated employee handbook By August 2023
local laws and regulations (i.e., from 3 days to 18 days). ik LV & FEHTHY 7t L 202348 A
WRYEERL, SR R LT M SR 5G4k (A 3 RN 18
K)o
12. Consult legal counsel regarding the under-contribution to social Low Jiangxi Luli Consultation with legal counsel By September 2023
insurance and housing fund to understand the risks of potential fiX PANTLECRTT] record 202349 H
labour conflict in the future. [ESE SRR
H AL DB A 55 2 B S BN AN ) ) R R AR ], T ARAROR
RAVETE DT B R B AR <
13. Seek governmental approval if flexible working hour systems would  Low Jiangxi Luli Governmental approval of Prior to adoption of
be adopted. i LV & flexible working hour systems,  flexible working hour
4 RS R Y 2B R I if flexible working hours system
R SAT R R I R, R EASBUR BRI applied o the pr%ject. %ﬁ%%]ﬁﬁﬁﬁ%ﬂf}'ﬁ?ﬁﬁ
FRPR LI ] BE R BURHIE R Cln
FAZIH SEATRR A LI 1D
14. Inform the local Human Resources and Social Security Bureau Low Jiangxi Luli Registration record at local By August 2023
(HRSSB) regarding the employment of juvenile workers and i PN AT HRSSB for juvenile workers 202348 H
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ENVIRONMENTAL AND SOCIAL DUE DILIGENCE EXECUTIVE SUMMARY
Jiangxi Luli Wood Co., Ltd.

EQUATOR PRINCIPLES ACTION PLAN

No. Recommended Action Risk Responsible Objectives and Deliverables  Timeframe for
75 TaZ Ranking  Parties B ARFIZ A Completion
e A S8k
establish a policy/procedure to manage the risks of employing employment, and a
juvenile workers. policy/procedure to manage
A AR AR TS 24 A) BE IR AL 22 ORI ], J b the Tisks of employing Juvenile
A AR A X B BRI A TE 2440\ 7 BRI 25 (R )
1 & F A A LI B il
DA oA ol 4 T e AP DR A B
HIREFP
15. Establish and disclose to the employees a written policy of internal Low Jiangxi Luli Internal grievance mechanism By September 2023
grievance mechanism, which will specify the grievance channels, fiX PANTITECRTT] P 0 ER R AL ) 202349 A
parties who are responsible to address the concerns and feedback
milestones.
S ST ) B T A e A S R RATLAR B0 T TSR, B B2 T Af P I 2
T RAB AR SR e A S ) BTAE T
16. Follow up on preparation of SPA, Safety Protection Facility Design, = Moderate  Jiangxi Luli SPA, Safety Protection Facility By September 2023
and Fire-fighting Design for biomass cogeneration plant. File the H AN} Design, and Fire-fighting 202349 H
design documents with local authorities accordingly. Design for biomass
BRI AR P BB AT . % A M R A DR o ending racisiation
%%%Eﬁ%b‘%o #4@&%1#@&%?@%%% I‘]i&ﬁ%%o records at local authorities.
BRI Z T %
A VBT T AT B 1500t 1
TR, BLRTERICHTTH %
Filx
17. Complete firefighting CAl Low Jiangxi Luli Firefighting CAIl approval or Within 5 days from
22 R BT e S T3 i LV & registration engineering CAl of the
VH B e R T ae Ukt 5 el &= Project-related buildings.
FHREFLIER TS5 H
2]
18. B Complete safety CAl, Occupational Disease Hazards Control Low Jiangxi Luli m  Safety CAl report; ®  Within 6 months
Effectiveness Assessment within 6 months from operation ik MANTATE =] Occupational Disease from operation

commencement.

B The identified ODH of the Project shall be registered with local

authority within 30 days upon completion of CAL.
B ZEIRE 6 MW, e AR TR SONER MY fa T R
RIEHIRCR VAN

Hazards Control
Effectiveness
Assessment report
B ODH registration record
B AR TRWERY, Bk
T f 5 R R A i RO VAR

commencement
B Within 30 days
upon CAI
m ZEHFKE6NH
2

B ORTEE 30 KK
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EQUATOR PRINCIPLES ACTION PLAN

No. Recommended Action Risk Responsible Objectives and Deliverables  Timeframe for
75 TaZ Ranking  Parties B ARFIZ A Completion
e A SEA A
B RTINS 30 RN, SERIERMKR a3 B PARI T % it
% R GEERESR
19. The Company should monitor working condition of the construction-  Low Jiangxi Luli Monitoring record September 2023
related workforce benchmarking requirements of the Labour Law. fiX MANTITE0T] [VESRTeN 202349
ZWOFANEMREDR, BEETT AT T RSO
20. Integrate labour conditions (i.e., forced labour and child labour) into  Low Jiangxi Luli Supply chain management Before the operation of
the supply chain management procedures. fiX MANTITE0] procedure the Project
P T4 (D3RGS RIE T ASE TR (R0 B 3 POR LR LR e EIHaED
.
Resource Efficiency and Pollution Prevention
21. Conduct the annual greenhouse gas (GHG) emissions Low Jiangxi Luli GHG Emission Report Annual basis during the
guantification upon commencement of its operation. 1 MNLE=ATT B = S ARHEER 5 operation phase
BEIGE, TR E UG HBERE . BEWF K
22. Adopt the pollution prevention measures specified in the EIA report  Low Jiangxi Luli Environmental monitoring Within 3-12 months upon
of the biomass cogeneration facility accordingly; and conduct 1% MANTEE=ATT] report showing compliance the operation
environmental monitoring to ensure compliance with applicable with applicable standard limits WM HizE I ER 3-12
limits specified in the national/local standards and IFC EHS PRI W e, oWt Rk AAZWH
guidelines, whichever is more stringent. b
SN BTHLT FR TR LS RS YIRS b T RIS AR,
AT DR G AR & [ K 7 B AN IFC EHS 4851 i RE IIHER
PRAE DA™ s D)
23. Ensure all off-site waste disposal will be handled by qualified third Low Jiangxi Luli Contracts for waste disposal, As-needed basis during
companies. 1 MANITE=ATT] licenses of the vendors, and operation phase
WIRETA Y A BRI =T AR A E. hazardous waste transfer EE R AT
manifests
R E A, SERRMAEE
R BEBIE R, SER IR R IR
i
Community Health and Safety and Security
HXER. ZEMAE
24. Adopt the E&S impact mitigation measures as proposed in the EIA  Low Jiangxi Luli Evidence of implemented Ongoing during
report, Safety Facility Design, Fire-fighting Design, and 1% VL PH & mitigation measures operation phase

Occupational Health Protection Facility Design for the Project.

Vi SO It A TIE 47

IBE MRS
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EQUATOR PRINCIPLES ACTION PLAN

No. Recommended Action Risk Responsible Objectives and Deliverables  Timeframe for
75 TaZ Ranking  Parties B ARFIZ A Completion
e A SEA A
WSETH IR PPR . W VBB AR 4 5t 1
R WU BT 5 A S By R 1 i .
Land Acquisition and Involuntary Resettlement
T HAE R AR B IR
25. Obtain the RECs for water tanks and biomass cogeneration facility Medium Jiangxi Luli RECs covering the water tanks By August 2023
as planned. rh YLV & and biomass cogeneration 20238 H
PTG & /KR A= s S A DO AN Bl BUE - facility
RGBS A A AR BT LT X 8
FIANS = BUIE
26. Strengthen the communication with affected villages, especially Medium Jiangxi Luli SEP and external grievance Ongoing until re-
Yijia Village by following recommended actions as a part of SEP Hh PANTIERTT] mechanism, and evidence of establishment of the

and external grievance mechanism:
B Disclose recruitment information regularly on village notice
boards;
B Hold regular meeting with the Village Head to understand any
grievances and keep relevant documentation (e.g., meeting
minutes);
®  Develop a response procedure for future cases of villagers’
attempt at trespassing. Jiangxi Luli and the security personnel
are advised to foster awareness of using pre-calibrated words
when engaging with the villagers.
B Communicate with the responsible government agency to
understand the progress of re-establishing the tomb access
and share the communicate results with Yijia Villagers.
FULT AT RIZIN SEP RIS ERIRHLEI, LLINSR S 32 f2
I FERITAE, R 2 A
B EHEMGEE EAMEEER,
B OEMENTERETSU TN RS SAAERAN, JFRAA
RKIAF (W& BEEF)

B B R EE RN X A U E RO FE R o L P
AT ZZ RN AT B I, 389 55 FL 5 A R Ak A5 P TSt o
AREEihy =g

communication
SEP FAMHHFALE], DL
ARSI VA RS

tomb access
KB AZE AR EEN
1k
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Jiangxi Luli Wood Co., Ltd.

EQUATOR PRINCIPLES ACTION PLAN

No. Recommended Action Risk Responsible Objectives and Deliverables  Timeframe for
75 TaZ Ranking  Parties B ARFIZ A Completion
e A SEA A
B SPBUFEEEIAME, TRARLAREEERE, 555N
R S04 B
Biodiversity Conservation and Sustainable Management of Living Natural Resources
EMEZHERF ALY B RBEN T FEEH
27. Develop a procurement system to (i) identify the habitat type of the  Low Jiangxi Luli Procurement system Before the operation of
supply farms; and (ii) where possible, shift its primary supply chain 1% VL PH &N KM the Project
over time to suppliers that can demonstrate appropriate EE R
sustainability performance (e.g. with sustainability certificates).
) e R EE, LGB e BERCAR I I AR R s (i) 76 AT RE 1 10
N, B 3 BN R B BE 8 e 2 T KRR R SN A R
i (I3RAS rT R AE I R RS )
Others
S
28. Conduct a CCRA covering both physical risk and transition risk and  Low Jiangxi Luli CCRA Assessment report By January 2024
publicly disclose it as per requirement of EP IV. i VLPE &N AR A RS TP AR B 2024 £ 1 F
BEAT IR 25 A0 BRI L R XIS 1) A AR A KU Rl (CCRAD 5 IR
i EP IV IR AJT i
29. Develop an external grievance mechanism. Moderate  Jiangxi Luli External Grievance Before the operation of
ST AN H LA . ai VLG & Mechanism the Project
SR HRBIL I IEETTUGHT
30. Monitor the grievances received over time, and collaborate with the ~ Moderate  Jiangxi Luli Grievance records Since external grievance
local government for additional livelihood restoration and/or =5] ANLE=ATT] A 1 B B YR IE 3% mechanism being
resettlement plan in case a lot of complaints related to developed
resettlement/compensation being received. A1 YR AL 2 Sk
SPCEI R PR REAT IR, A RICR R G TR IR 22 B AE A2 AH
REVBEVFR, L 2 BORT IR & 1) 5 40 78 B 2B THIR S AN ez B it
Xl
31. Align the frequency of monitoring and reporting with the Lenders. - Jiangxi Luli Aligned monitoring and By October2023
50807 Ve JE T 2 WA 5 AT . AdEH and the reporting frequency 2023 4 10 H
Lenders WU 24 7€ 0 s AR 5 AR
TLPYE AT
75
32. Quantify the GHG emissions and publicly disclose its GHG Low Jiangxi Luli Annual GHG accounting report  Annual basis during
emission levels during the operational phase of the Project on an 1% MRpiiE=anT] and evidence of disclosure operation phase

PR AR AR S AN
I E

annual basis.

IBAT AT R IR = AR AL PR

BER—FI
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