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Risk Management

Effective risk management ensures that the group meets its strategic objectives and protects its
reputation, market position and financial strength. The Company and its operating companies
follow the Group's corporate risk management policy. The entire risk management framework is
established based on COSO/ERM related contents. The company's risk management
continuously identifies, assesses, manages, monitors and reports existing and emerging risks.

Emerging Risks

Emerging risks refer to the risks that have recently emerged or are changing and may have a
serious negative impact on the national and social system, which requires timely and effective
measures to prevent and deal with. Emerging risks may be risks that have never been seen
before; It may be a risk that has appeared before but is beyond the level of human recognition or
has never been of human concern.

In addition to the identification of existing and potential risks, the company also evaluates the
possible emerging risks and puts forward a series of measures in combination with the possible
impact of the risks:

In 2021, the company assessed two emerging risks, the risk of climate action failure and the
risk of infectious diseases.

Risks of climate action failure

Risks of climate action failure refer that Failure of governments and businesses to enforce, enact
or invest in effective climate change adaptation and mitigation measures, preserve ecosystems,
protect populations and transition to a carbon-neutral economy. Enterprises around the world are
all facing enormous instability, raising concerns about actions to reduce carbon emissions.

Possible Impact Analysis

As a result of climate action failure, the increase of extreme weather conditions and natural
disasters as well as the rise of sea level will put the Company's core operations (Buildings and
infrastructure, carbon-intensity industries, resorts and vacation businesses, etc.) at risk which are
largely distributed in coastal cities or has a dependence on natural resources and environment.

Besides, climate action failure will cause a disorderly transition. The aggrevated frequency and
severity of supply chain disruptions due to labor and product shortages, will present challenges to
the Company's resilience of business models across a variety of industries.

The signal of climate action failure will raise more awareness of stakeholders’ business
involvement in climate transition. The Company could also lose out on opportunities to invest in
clean technologies and be equipped with enough resources to take the lead in achieving climate
transition.



Mitigating actions

In 2021, the Company has set "by 2030, reduce carbon emission intensity by 40% (GHG standard
range 1&2) (base year: 2019), energy consumption intensity by 30% (base year: 2019) and
maximize the use of renewable energy "to reduce energy efficiency and carbon emissions,
aiming to reduce the impact of climate change and strengthen climate resilience. To achieve this
commitment, we have been working with domestic and external companies on a variety of
greenhouse gas reduction actions, including energy efficiency transition, clean energy use, green
and low-carbon products, etc.

We regularly review our climate strategies, goals and plans by: 1) constantly studying and
forecasting risks and opportunities: in order to reduce or avoid the impact of climate-related risks
on our business in the long term, we are conducting research in accordance with the guideline of
the TCFD to identify significant risks and opportunities posed by climate change to our assets and
business operations. We plan to publish our TCFD report in due course to disclose our relevant
practices; 2) actively managing climate-related risks and opportunities in business operations; 3)
promoting low-carbon transformation and investing in carbon-neutral products and services; 4)
annually disclosing and reviewing the progress of our carbon neutrality strategy; 5) actively
cooperating and communicating with partners, external experts and other stakeholders.

Measures in detail can be referred on pages 79 to 89 of FTG ESG report 2021.

Risks of infectious diseases

Risks of infectious diseases refer that Massive and rapid spread of viruses, parasites, fungi or
bacteria that cause an uncontrolled contagion of infectious diseases, resulting in an epidemic or
pandemic with loss of life and economic disruption.

The Omicron variant spreads more easily than earlier variants of the virus that cause COVID-19,
including the Delta variant, creating new challenges in the global fight against Coronavirus. With
further restrictions and uncertainty about the degree of spread, the Omicron outbreak has become
a renewed threat to the global economy just when it started to recover from a deep recession.
European countries and the US are trying to find a way to coexist with COVID-19, China adheres
to the general policy of dynamic clearing and does not waver, and takes decisive measures to go
all out.

Possible Impact Analysis

As infectious diseases expected to remain volatile, global political and economic uncertainties have
increased drastically, posing severe challenges to capital markets, supply chain management, and
production and operations of the Company.

The headquarters of the Company is based in China with a large part of business operations and
markets spread in China Mainland. The affected areas due to infectious diseases will face travel
restrictions, extensive quarantines, and lockdowns, bringing uncertainties of operations and



international goods flow for the Company. The ongoing COVID-19 pandemic and containment
measures may adversely and materially affect the results of operation, financial condition and cash

flow of our business.

Mitigating actions

In the post-pandemic era, the Company firmly adheres to its globalization strategy. We not only
leverage our "Global + Local" resources but also try to increase empathy and unite the world to
fight against the pandemic. While undergoing the pandemic, the Company gives full play to
modern industrial ecology synergies' advantages and declares an all-out war against the virus
through the mobilization of resources, and technology-empowered containment, realizing a
"multiplier effect" of enterprise-strength in the fight against the pandemic.

Faced with COVID-19, the Company's hotels and resorts have activated epidemic prevention and
control strategies to ensure the safety of employees and customers. Club Med and Ecolab
cooperate to create a Safe Together project to ensure the holiday environment; Club Med Global
cooperated with CRISTAL to establish POSI (THE PREVENTION OF THE SPREAD OF INFECTION)
project, and all overseas resorts obtained POSI certification; Club Med cooperates with CCIC in
China to conduct double-monthly audit of epidemic prevention and control and health inspection,
ensuring the implementation of epidemic prevention and control measures and ensuring travelers'
carefree travel. Atlantis also implemented strict epidemic prevention and control strategies,
especially during the lockdown in Sanya in August 2022. As a quarantine hotel, Atlantis strictly
implemented epidemic prevention and control standards and achieved zero infection among staff

and visitors.

Measures in detail can be referred on pages 19 to 22 and 37 to 39 of the Club Med CSR report
2021.

For other risk assessment results, please refer to the annual risk assessment report.



