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ABOUT THIS REPORT

As a renowned company in China, China Ocean Industry
Group Limited (the “Company”) and its subsidiaries
(collectively, the “Group”) stringently adhere to their
environmental and social responsibilities.

Since the business case for a strong Environmental,
Social and Governance (“ESG”) proposition becomes
more compelling on the global stage, the Group believes
that sustainable, resilient and reliable stewardship and
development are essential to the Group'’s long-term success.
With a clear concept genuinely engrained in the business
development, the Group has relentlessly been driving the
acceleration of ESG integration and promotion throughout
the organisation by taking into account its material social,
environmental, economic and governance-related impacts.
As sustainability is an inextricable part of business, the
Group is deeply aware of the importance of fathoming and
addressing the risks arising from the intertwined individual
elements, which encompass carbon emissions, climate
change, energy and resource use efficiency, labour relations
and diversity, dialogues with communities, law compliance
and its management robustness. Details of the Group’s
management approach in both environmental and social
aspects can be found throughout this ESG Report.

This ESG Report covers the environmental and social
performance within defined operational boundaries of the
Group that includes the Group’s business operations in Hong
Kong and mainland China. This ESG Report is prepared
in compliance with the ESG Reporting Guide as set out in
Appendix 27 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.
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REPORTING PERIOD AND SCOPE OF
THE REPORT

This ESG Report covers the environmental and social
performance within the operational boundaries of the Group
that include the business of intelligent car-parking and
automotive electronics business, shipbuilding business,
trading business, steel structure engineering and installation
business, and financial service business. The reporting
period of this ESG Report is the financial year from 1 January
2019 to 31 December 2019 (“FY2019"), unless specifically
stated otherwise. This ESG Report will be issued on an
annual basis.

INFORMATION DISCLOSURE

The information in this report was gathered from the official
documents and statistics of the Group, the integrated
information of supervision, management and operation in
accordance with the relevant policy, the internal quantitative
and qualitative questionnaires based on the reporting
framework, and sustainability practices provided by the
subsidiaries of the Group. This report is prepared in Chinese
and English and has been uploaded to the Group’s website
at www.irasia.com/listco/hk/chinaoceanindustry/. For any
conflict or inconsistency, the English version shall prevail.

BOARD INCLUSIVENESS

Group structure

The Group has established internal policies to create
sustainable value for stakeholders and to reduce the
negative impact the Group has on the environment. To
implement a sustainable development strategy from top to
bottom, the Board of Directors of the Group (the “Board”)
has ultimate responsibility for ensuring the effectiveness of
the ESG policies. In order to fully implement a sustainable
development strategy, the Group has established dedicated
teams to manage ESG issues. The Group has set up a
sustainable development strategy to create sustainable value
and continuously reduce the Group’s environmental impacts.
Dedicated teams with designated staff for the management
of ESG issues have been assigned to enforce and supervise
the implementation of the relevant ESG policies cascading
through the Group.
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Oversees the assessment of
the Group’s environmental
and social impacts;
EEAKERBNTETE

CEICE

Develops corporate
sustainability strategies,
guidelines and business
plans;
NGRS £33 N
IR T R

Tracks the sustainability
progress against appropriate
metrics;
RIFEENEFEMTHE
MR

Keeps updated on the alert
for any significant regulatory
and other changes in the
market.

IR T @R™S LA MERE
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Advises on the pros and cons
of alternative governance
approaches;
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2R

Supervises and monitors

the implementation of
sustainability policies from
the top;
EEME BN &= EE LN
ARFE M BRI

Manages the risks during
operations and provides
integrated solutions;
EIREEBE R E R IR
H—BRATER:

Maintains regular
communication with both
the Board and general staff
within the Group.
REAEEANPESTSHYT
BETHNTERER-

Executes the plans and sums
up the experience during
operations;

WITET B R L ERED
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Pursues technology
innovation and advanced
skills in the operations;
EITRAM TR WAERIESD
A A

Reports any barriers and
risks in the path towards
sustainable development to
the management.
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BERBET B AT AP
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Recognising that the pivotal role that the Board plays in ESG
management is one of partnership with management and
oversight, rather than unilateral board-level mandates. Thus,
the Board strongly ramps up its bottom-up analysis and
reporting mechanism, which could facilitate the barrier-free
communication within the organisation, thereby being timely
updated on the real impacts and related risks of ESG issues
on the Group’s operating model.

With the forward-looking guidance and well-designed
plans of actions to address underlying ESG matters, the
management and responsible teams keep reviewing and
adjusting the Group’s sustainability policies to satisfy the
ever-changing needs of its stakeholders on a regular basis.
Through the assignment of the responsibility of progress
tracking to different management level positions, the Group
is committed to achieving excellent performance in ESG
management while remaining competitive compared with its
peers.
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STAKEHOLDER ENGAGEMENT

Effective communication with both internal and external
stakeholders is regarded as essential to the Group in many
areas. It not only delivers the Group’s commitment to long-
term value creation to stakeholders who care about the level
of sustainable development of the Group, but also helps
the Group to garner a better understanding of those topics
material and relevant to different groups of stakeholders.

Fostering a meaningful relationship with all stakeholders has
been viewed as the premise of effective communications
and the realisation of the Group's vision of value creation
for all. As such, the Group relies on its good corporate
citizenship, reputational influence and great capability
incoordination, and has built a sound relationship with its
stakeholders including policymakers, regulators, investors,
customers, and suppliers. Through a broad range of open
communication channels, the Group successfully gained a
deeper understanding of its stakeholders’ genuine concerns
and expectations during recent years, which facilitated the
Group to better position itself in the competitive market and
to make a rapid and accurate strategic adjustment.

With the goal to strengthen corporate sustainability
management, while enhancing stakeholders’ awareness
of ESG and sustainability issues, the Group has put
tremendous efforts into its internal and external stakeholder
inclusiveness. During the year under review, the Group
carefully evaluated its stakeholders’ opinions on corporate
sustainable development, especially the material ESG topics,
and committed to properly resolving the problems based
on continuous, concise and effective communications. The
Group actively collects feedback from its stakeholders in
order to maintain a high standard of sustainability within the
group while building a trustful and supporting relationship
with them. The Group connects with its stakeholders through
their preferred communication channels as listed in the table
below.
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Stakeholders
FmEEEE

Expectations and Concerns

LY

Communication Channels

BERE

Government and
regulatory authorities

B R EEHE

Shareholders

PR

Employees

®E

Customers

BF

Law and regulation compliance -

ETIRRAM

— Anti-corruption policies

REBBE -
Occupational health and safety
BEEERALTE

Supporting local economic growth
XEFEMEERER

Return on investments -
& B
Corporate governance -
TBERER
Law and regulation compliance -

ETIRERAR

Employees’ remuneration and -
benefits

EEFHI BN -
Career development

BEER

— Training opportunities -

b=l 3
Health and safety in the workplace
EREZ 20 TIEERIE

Production quality assurance -
REXEES

Protection of the rights of customers -
REZFHER

Customer satisfaction

BEEmEE -
Enhancement of energy efficiency

Em R

Supervision on compliance with local
laws and regulations
EEHEHEMEARERNETER
Routine reports and tax payments
BT R AT

Regular reports
ERSmE
Announcements
nE

Regular general meetings
EHRR g%

Official website

B 77 Ak

Performance appraisal

REEZ

Regular meetings and training
courses

E B e IR IERE

Written comments via emails, notice
boards, telephone calls and team
building activities with management
RBAEH NERELHEERER 1T
BEREEEERZLTH

Customer satisfaction surveys
BEEmBERAE

Face-to-face meetings and on-site
visits

T T 3 R
Customer service hotline and emails

P IRIG 24 N BT
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Stakeholders

Expectations and Concerns

Communication Channels

Mz EHEEE HERBEER BERE
Suppliers — Fair and open procurement — Open tenders
HEm A RSN NEET NGELES
— Win-win upstream and downstream - Suppliers’ satisfaction assessments
cooperation R m B E Tk
ETHEEER — Telephone conferences, face-to-face
— Environmental protection meetings and on-site visits
RIR BiEgs HYEKRERSHHE
— Protection of intellectual property - Questionnaires and online
rights engagement
R o8 S0 B EE MEAERE LT
— Industry seminars
THEMFE

General public
KRR

Involvement in community activities
HEREEHSE

Employment opportunities
MERE

Conformance to business ethics
BTEEERE

Environmental protection awareness

RIRE

Media conferences and responses to
enquiries

HegzkoEAR

Face-to-face interviews

[EEEREN

Public welfare activities

NYEE )
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Materiality Assessment

As the ESG risk varies from industries and is subject to
the specific business model of the company, the Group
undertakes annual reviews in identifying and understanding
its stakeholders’ main concerns and material interests for
the ESG Report. In FY2019, the Group kept engaging its
stakeholders in its business development on a continuous
basis. In FY2018, the Group performed a materiality
assessment survey, which aimed to pinpoint the most
pressing issues that may significantly impact the Group’s
sustainable development. The engagement process
ranged from stakeholder identification, analysis, selection,
communication, to results evaluation and topic prioritisation.
Specifically, material stakeholders were chosen based
on their influence and dependence on the Group, and
then invited to participate in this online survey that was
comprised of numerous well-designed questions to express
their concerns on a list of sustainability issues. Through
such objective, transparent and decision-useful materiality
assessment, the Group could prioritise the material ESG
topics and emphasise in the ESG report.

The Group believes that the direction of sustainable
development and business strategies should be long-
lasting and continual. In alignment with the Group’s ongoing
sustainable development plans, therefore, the Group decided
to continue to use the outcome of the materiality assessment
in FY2018, in order to better track its sustainability
progress and to maintain the consistency of reporting and
development.

With respect to materiality assessment, the Group identified
“occupational health and safety”, “energy use” and “air
and greenhouse gas emissions” as issues of the highest
importance to its stakeholders and the Group. This review
has helped the Group to evaluate its sustainability issues
and highlight the material and relevant aspects so as to align
them with stakeholders’ expectations.

EEMFME
ENTRITENRRAEENRE LM
ERRRA T RILBURN AR R A%
BRI AEESFETRE  UEHI LT
RANMRAEESIRE L NERREN
TREIHMBEEAN @ - R_F—NHF-
AEBFEAFENSEBEL2RERD
BR-N_T— M5 AEELETEEN
AL BRSNS HARENAIHE
BRENBEATZENRBZENRE 2815
RREMNDEEENEE 2 R B
B DEERMERZE - AEBME
AEBERENGSHBEHARENTZE N
KFEREHEE RN EARE  WHERE
ARELERRELERE L — REINATH
BRRUEFERLEBZ - AEBRRKZE
BORFTHEE BBEE BRBEARK
BEPMEZ MG  AEEHANRE
EREABEANERNRR HENER
AN EEETH -

AEER A FERROTT R R EFRRE
EREFALTHEE EANEERFER
B AR ERRE B AL A& H
REMEBERA T~ \PMFNEEEFH
R UEHHEHTSEEREZ LS
FrmEEERO -

REZRMEN S  AREEE [BEEFE
Bz [RRERI UM ZRAER
BEN RYHEMNSHEERAEERS
EZMHE - RERISAEINAKEES
AEEAHEZRE YRHEZNEMEA
e N m AR E R E B

PBETEEBRAT 2019 RE - HekEamE



10

VI.

ENVIRONMENTAL SUSTAINABILITY

The Group has been committed to the long-term
sustainability of the environment and community where it
operates. The Group stringently controls its emissions and
consumption of resources and has complied with all relevant
environmental laws and regulations in Hong Kong and the
People’s Republic of China (“PRC”) in its daily operation. All
operating regions of the Group have implemented effective
energy conservation measures to reduce emissions and
resource consumption. The applicable and material laws and
regulations with which the Group strictly complied in FY2019
included:

° Environmental Protection Law of the People’s Republic
of China (I AR EFMBIIREREE) ;

° Law of the People’s Republic of China on the
Prevention and Control of Atmospheric Pollution ( 72
ARFZEMBERRFRGAZE) ;

° Law of the People’s Republic of China on the
Prevention and Control of Environmental Pollution by
Solid Wastes (P ZE A R A B E 88 REY))5 R IRIR
\‘L\si) .

/a7 )

o National List of Hazardous Wastes ( B 5 /& [ B&E ¥ 42
) ;

° Administrative Measures on Registration of Dangerous
Chemicals (Bt ERERLEBIE) ;

° Law of the People’s Republic of China on the
Prevention and Control of Water Pollution ( R A R 4t
MEIKFEEE) ; and

° Waste Disposal Ordinance (Cap. 354 of the Law of
Hong Kong).

This section primarily discloses the policies and practices of
the Group on emissions, use of resources, the environment
and natural resources during FY2019.

VI.
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A.1. Emissions

Air Emissions

In FY2019, the Group adamantly abided by
government laws and regulations regarding
environmental protection in the daily operation.

Shipbuilding business & Steel structure engineering
and installation business

In FY2019, air emissions from the shipbuilding and
steel structure engineering business were mainly
generated from the production process. The Group
used diesel and gasoline as its major energy sources
for the production process. The business segment
generated a small amount of air emissions due to
the use of paint spray, the amount of which was too
small to be considered. The exhaust gases from the
production process were under strict control and
in strict compliance with the local regulations after
filtration.

To reduce the amount of air emissions, the Group took
a variety of effective measures in its daily operations
in FY2019. Specifically, the mature environmental
management system was set up in each of the
manufacturing bases. The Manufacturing Department
established a management team that specialised in
environmental protection and energy-saving matters,
while each manufacturing base allocated specific staff
in charge of the operation of environmental protection
and energy-saving facilities. Further, in order to reduce
the emission of air pollutants, the Group adopted
sealing operations for processes that may generate
exhaust fumes during the production process and
installed dust removal devices.

Intelligent car-parking and automotive electronics &
Trading and financial service business

In these business segments, air emissions were mainly
generated from car use in daily operations. Due to the
nature of the business, gasoline was the major energy
resource consumed during operations. The Group
encouraged the employees to choose public transport
means instead of driving private vehicles, and to
consider low-carbon lifestyles, thereby mitigating their
impacts on the environment.
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The types of air emissions generated from the Group
were mainly nitrogen oxides (“NOx”), sulphur oxides
(“SOx") and Particular Matter (PM) from the production
process and the use of vehicles. In FY2019, the Group
generated a total of 401.3kg SOx, 1,073.3kg NOx, and
179.1kg PM.

Greenhouse Gases (“GHGs”)

The GHG emissions of the Group mainly came from
the indirect emissions of electricity consumption, and
the production and transportation process. To reduce
the amount of GHGs from the Group, the Group has
been persevering with measures for carbon offset, and
focusing its efforts on tree planting since its inception.
As GHG emissions are positively correlated to electricity
consumption, the Group insisted on reducing the
electricity consumption in its daily operation through
effective measures, which are further explained in the
subsection headed “Electricity” under section A.2. Use
of Resources of this ESG Report.

In FY2019, the total GHG emissions of the Group
descended substantially as the business was
undergoing strategic restructuring, which led to a
drastic drop in electricity consumption. With the
efforts of the Group in controlling the use of vehicles
for business travel and goods transportation, the GHG
emissions from mobile combustion sources declined by
around 16.3%.

Wastewater

Wastewater produced by the Group mainly came from
the operations of factories and daily consumption
from its staff in offices and canteens. The quality
of wastewater must meet the national and local
requirements before being discharged. Specifically, the
domestic wastewater was discharged to the sewage
pipe directly, while industrial wastewater was collected
separately in special containers and sent to the
professional treatment company for further treatment.
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In FY2019, the Group generated a total of 123.2 m?
of wastewater. The sharp decrease in wastewater
generation was mainly attributed to the decline of
production and strategic business restructuring. A
small amount of hazardous wastewater of 11.2 m?
was generated from factories of shipbuilding business
and was scientifically treated before being discharged
to the wastewater treatment plant. Since wastewater
generation is positively correlated to the water
consumption, the Group adopted specific measures
to reduce the water consumption, which are further
explained in the subsection headed “Water” under
section A.2. Use of Resources of this ESG Report.

Solid Wastes

Given the business nature, solid wastes produced
by the Group can be divided into general waste and
hazardous waste. In FY2019, the general solid wastes
included domestic and commercial solid wastes that
were generated by the employees during working
hours, waste paper, outmoded office appliances and
other non-hazardous solid wastes. The general solid
wastes were normally collected in rubbish bags and
sent to the local recycling & treatment plants.

Hazardous wastes, which were mainly generated from
the shipbuilding business and steel engineering and
installation business, were collected and sealed in
specific containers and sent to professional treatment
companies regularly. The hazardous wastes included
paint buckets, waste mineral oil, waste oil drums,
paint residue, electroplating sludge, waste batteries,
waste ink cartridges, waste lamps, waste film, and
oily rags. For the treatment of hazardous waste, the
Group has signed a pollutant recycling agreement
with professional manufacturers to regularly recycle
the industrial wastes. The relevant department of the
Group also regularly inspected and supervised the
performance of on-site environmental pollution control.
Since the total amount of hazardous solid waste was
too small to be recorded, no quantitative measurement
was performed.
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The Department of Transportation was mainly in
charge of the collection, storage and transportation
of all the solid wastes. The Planning Department was
responsible for the disposal by delegating the qualified
companies to treat all the hazardous wastes, while the
Department of Security supervised all the procedures
from waste generation to disposal.

To reduce the environmental impacts of solid wastes,
the Group implemented various measures in its daily
operations. The Group kept incorporating the concept
of recycling used paper and stationaries such as
lunch boxes, bottles and cans into operations. The
Group prohibited the use of disposable paper cups. In
FY2019, the Group generated a total of 254 tonnes of
non-hazardous solid wastes. In particular, the Group
has always been committed to the application of the
“3R” principle - reduce, reuse and recycle. During the
year under review, a total of 960 tonnes of metal waste
was recycled by the Group for further treatment before
being reused for other operations.

Noise

In compliance with the law and regulations in the
PRC, the Group conducted noise detection around the
operation site to meet the requirement of the Emission
Standard for Industrial Enterprise Noise at Boundary
(IEMERARTEZHHITLE) (GB12348-2008).
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Table 1 Total Emissions of the Group by Category in

RIZE-NAUER-ZB-\MFE

FY2019 and FY2018¢ BRIB D NAEEHRDBR
Item Types of Resources Unit FY2019 FY2018!
| EREH B “E-hEE ZE-\BF
Intensity? Intensity
Amount  (Per employee) Amount  (Per employee)
BE R
(B (ZEE
£ ANEGHE) g2 ABGTE)
Air emission® SO« Kg 401.3 - 15 -
EREH Haltam TR
NOx Kg 1,073.3 - 95.8 -
AElEN TR
PM Kg 179.1 - 7.1 -
BrY) TR
GHG emission Scope 1 Stationary Tonnes COz-e - - 8734 1.6
BERBHER #E(—) combustion M =& bk
Bl HNE
Mobile combustion  Tonnes CO--e 211.3 0.6 252.5 05
BEm e B — A {L ik
HNE
Scope 2 Purchased Tonnes COz-e 167.7 0.5 11,6480 21.1
#E(Z) electricity W =&tk
RESH HNE
Scope 3* Waste paper Tonnes COz-e 22.6 - 75 -
#HE (=) B B — A {L ik
HNE
GHG removals Tonnes CO2-e 34.7 - - -
from newly k=R (¢ 7q
planted trees HmE
HEEEARN
BEREAR
Total Tonnes CO2-e 366.9 1.0 12,7814 23.2
@t B — A {L ik
HNE
Non-hazardous Non-hazardous wastewater M2 112 0.3 73,543 1335
waste EERK NHA
EEEEY
Non-hazardous solid waste® Tonnes 254 0.7 815 0.1
EEEREZRYS B
Hazardous waste Hazardous wastewater R 11.2 - 3.0 -
BEBEY BERK AR
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A.2.

! The amount and intensity in FY2018 were extracted from the
data in the ESG Report 2018 of the Group;

2 Intensity for FY2019 was calculated by dividing the amount of
air, GHG and other emissions respectively by the Group’s total
workforce as of the end of FY2019;

3 For better accuracy, the air emissions in FY2019 incorporated
both the emissions data from the production process and
the emissions data from the exhaust gas of vehicles for
transportation, whilst in FY2018, only certain types of fuel
consumption were included;

4 The Group’s Scope 3 (Other Indirect Emissions) included other
indirect emissions from paper waste disposed at landfills;

o The non-hazardous solid wastes in FY2019 included domestic,
commercial and other non-hazardous solid wastes from
operations;

6 The methodology adopted for reporting on GHG emissions

set out above was based on “How to Prepare an ESG
Report? — Appendix 2: Reporting Guidance on Environmental
KPIs” issued by the Stock Exchange and the 2006 IPCC
(Intergovernmental Panel on Climate Change) Guidelines for
National Greenhouse Gas Inventories.

During the year under review, the Group was not in
violation of any relevant laws and regulations, which
have a significant impact on the Group, related to
emissions.

Use of Resources

In FY2019, the Group complied with the relevant laws
and regulations in relation to its use of resources,
including but not limited to Energy Conservation Law
of the People’s Republic of China (F#E A R HANE
En#Y8ER %) and Provisions on the Management of
Water Conservation in Cities (3 814 FA/KE IR E )
during the year under review. Resources used by the
Group mainly included electricity, water, paper, diesel
and gasoline.

A.2.
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Electricity

All the electricity consumption by the Group came
directly from the regular operations of both the
operating factories and offices. The Group continued
its practice to keep a comprehensive record of
its electricity consumption. The total electricity
consumption of the Group amounted to 319,000 kWh
in FY2019. To ensure the effective use of electricity,
the Group formulated internal policies, with which all
subsidiaries of the Group stringently conformed to save
energy. The Group’s electricity saving policies included
but were not limited as follows:

In the offices and parking lots:

° Modify the set temperature of air conditioners in
the offices based on the season;

° Clean office equipment such as refrigerators, air
conditioners and shredders regularly to ensure
their efficiency;

o Replace the outmoded facilities to increase the
electricity utilisation efficiency;

o Engage employees in energy management and
conservation and bring forward brilliant ideas for
energy-saving;

° Use electronic facilities with energy-saving labels;
and

o Replace energy-intensity lamps with LED lights
for office lighting.

HE
AEBHMAERERKRNEE
BEMAENATEZE - AEE—

REFEHRERNFALE -N_F

T
0

-

— B - REBEMLREFEA319,000

TEE - SEAREUAE ~KHE
HERERG - W ELAEBEMRA
BARIBRIRETIAR LI GEIR - N &E

2
P

METE T BIEE RN AT EE:

o EHUBMKAE  =F MR
MAREME A e

e FHMREZRHE UNRESAE
=

&=
=T

pid

o ERETETRRELENMFRE
WWEFRRASENEEER

s [ERMENMERENESR R

. BARBEELEDERERE
&

PBETEEBRAT 2019 RE - HekEamE

#

17



In the factories:

° Limit the use of electric heaters for the
industrial need, and employees must receive
the permission of the relevant department in
advance;

° Turn off idle machines timely;

o Arrange the operation of machines appropriately
and repair them immediately;

o Install a solar heating system in the dormitory;
o Optimise the operational procedures by replacing
the spraying production line, ovens and

refrigeration equipment with more efficient ones;

o Install power compensation devices to reduce
power loss;

o Minimise the use of high-power equipment
during production; and

o Stagger the peak electricity consumption

IR

RAIEATEMEMNE BT
8 PR 4 SR RBP4
$FAT

NESEARI R B

BETYHERENE I MEETT
M1

EEEREARBENBRS
BB B R R A
8 RS R ARG BRI
LR

TRINEMELE  LWRD IR
BFE:

rEERRTEEROEAA
R R

HARAESEN RBELHEE

period and arrange energy-intensive production FEEERFUROE
processes at night to save electricity.
In FY2019, the total electricity consumption dropped RZE—NBF BAREERDLE
dramatically due to the reduction of production and BB EHR REESE T

strategic business restructuring.
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Water

In FY2019, water consumed by the Group was mainly
from domestic use by its employees during the
working hours and industrial use for production. The
total water consumption of the Group was 112,000
m3 in FY2019. In order to strengthen its employees’
awareness of water conservation, the Group utilised
online resources to promote the importance of water
conservation among staff, and established a reward
and penalty mechanism to motivate all employees
to save water. To further improve the utilisation
efficiency of water resources, the Group formulated
internal policies, including but were not limited to the
followings:

° Recycle used water in daily practice if possible;

o Adopt low-flow faucets or showers in the office
and staff living areas. Once there is a leaking
problem, the Group will send a plumber
immediately; and

o Allocate resources and manpower to inspect the
water supply system regularly.

In FY2019, the amount of water withdrawal declined
significantly as compared to the figure in FY2018 due
to the reduction of production and strategic business
restructuring.

Energy

The Group consumed diesel and gasoline as its
primary energy resources in FY2019. The diesel
consumption came from the production process of
shipbuilding and steel engineering. The diesel and
gasoline consumed by the Group’s operations during
FY2019 amounted to 67,540 litres and 11,990 litres,
which fell by 75% and 89% respectively due to the
strategic business restructuring.
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To avoid unnecessary fuel consumption, the Planning
Department formulated the plan for procurement
based on the actual production volume. Relevant
departments were responsible for examining and
recording the consumption of fuels, while users kept
their consumption records and proactively took fuel-
saving measures.

The Group also consumed other gaseous resources
that supported the production process as well in
FY2019. The gases consumed by the Group included
compressed air, oxygen, carbon dioxide gas, acetylene
gas, nitrogen, argon, steam and other gases for
the production process. Gases purchased by the
Purchasing Department were carefully examined
and recorded. Users were required to strengthen the
inspection of gas pipelines to prevent any air discharge
and leakage. The Group was also responsible for
checking the gas storage containers and organising
maintenance work on a regular basis.

Paper

In FY2019, paper was one of the major natural
resources used by the Group, especially for operations
in its offices. To reduce the consumption of paper, the
Group adopted the following practices:

Set duplex printing as the default mode for most
network printers when printouts are necessary;

° Promote the idea of “Think before print” by using
posters and stickers in the offices;

o Place boxes and trays beside photocopiers as
containers to collect single-sided paper for reuse

and used paper for recycling;

o Reuse the back of single-sided documents for
printing or as draft paper; and

o Recycle used stationery whenever possible.
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In FY2019, the total consumption of paper resources
reached 4,750 kilograms, which moderately increased
when compared to that in FY2018 due to more
administrative work in the reporting year. Embracing
the concept of the “3R” principle, the Group put great
emphasis on the recycling of used paper and a total of
460 kilograms of paper were recycled in FY2019.

Table 2 Detailed resource consumption of the Group
by category in FY2019 and FY2018

R-F-NUF #AREREREE
EATOT R BT \MFB’A
B RERREFEANTTHRIIFEE
hne HF (3R] RRIMIES - AEEE
BRI AES R-T-NBFH
Bl 460 T Fe 4 5R ©

R2EEE -_Z—-hAHMERZZE—N
BERERB S NEREREFRE

Item Types of Resources Unit FY2019 FY2018
EHE ERER By ZE-NEEF “E-\UE
Intensity Intensity
Amount  (Per employee) Amount (Per employee)
BE BE
B (B%8TI) g (BZET)
Energy consumption Gasoline L 11,990 34.3 105,600.0 191.7
BERHRE i 7
Diesel L 67,540 193.0 272,711.0 4949
i 7
Electricity consumption kWh 319,000 911.4 19,780,624.6 35,899.5
RE TRE
Water consumption m? 112,000 320.0 423,405.7 768.4
Rk ASF S
Paper consumption kg 4,705 13.4 1,559.1 2.8
HRHEFE TR

As shown in the table above, the Group’s use of
resources in FY2019 witnessed an enormous decline
due to the reduction in production and strategic
business restructuring.
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A.3. The Environment and Natural Resources

The Group was in strict compliance with the relevant
laws and regulations, namely Law of the People’s
Republic of China on Circular Economy Promotion ( #
= AR LTEBEIRLE(REE) and Environmental
Impact Assessment Law of the People’s Republic of
China (R #E A R EMBIRRFLFTEL) | in relation
to the environment and the use of natural resources
during the year under review.

In terms of the environmental impacts from the
operation process, the Group'’s routine operations were
under strict control. In the operation site of shipbuilding
business, the Group formulated the Material Recycling
Incentives (¥ & [B1 4 &7 4 22 E) ¥ /&) to encourage
employees to make good use of residues and wastes
(including waste steel, waste steel wire, cable head,
non-ferrous metal scrap, iron shavings, paint bucket,
wood/paper crates, welding head, wire rod, waste
steel flange, pipe elbow, round plate and flange plate),
and reduce the consumption raw materials (include
electrodes, paint, diesel, gasoline, etc). The Group
financially rewarded the employees who showed
excellent performance in implementing the Group’s
environmental policies with the incentives accordingly.
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As an enterprise engaged in manufacturing activities,
the Group has focused its efforts on evaluating its
material environmental impacts of business operations
and committed to making appropriate responses
with solid actions according to global best practices
and internationally recognised standards, in order
to minimise the potential environmental risks.
With the rapid development of sensing, computing
technologies, automation and analytics techniques,
the transformation of the manufacturing industry
signals that it is necessary to march towards a
new generation of operations with the application
of sustainability, digitalisation and intelligence
in business. Improving energy and resources
consumption efficiency is undoubtedly an important
component of the Group’s ambition to forge a resilient
and sustainable enterprise. Aiming to become a
resource-efficient manufacturing model, the Group
has been monitoring its daily consumption of energy
resources and investing in supporting the innovation
of companies in breakthrough technologies and
applications, which could accelerate the Group’s pace
towards sustainability, while reducing the operating
costs. Meanwhile, the Group benchmarks the best
ESG practice from its global peers and commits to
delivering on ambitious UN Sustainable Development
Goals (“SDGs”) with efforts on the learning and
implementation of SDG Compass.
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Furthermore, the Group aims to meet the national
environmental protection standards of the shipbuilding
industry, as such it has set corresponding targets that
can be used to lead the Group towards a better future.
The target include

1)  Expand the coverage of the installation of exhaust
gas monitoring device and timely dynamic
monitoring, while increasing the adoption rate of
exhaust gas purification device in the factories;

2)  Further the improvement of sewage treatment
equipment to reduce water pollution, while
promoting the recycling of water in the factories
to save water resources.

Looking ahead, the Group will continue to adhere to the
safety, harmony and green development concept and
make unremitting efforts to create a resource-saving
and environmentally friendly corporation.

VII. SOCIAL SUSTAINABILITY
EMPLOYMENT AND LABOUR PRACTICES

B.1. The Environment and Natural Resources

The Group treasures employee’s talent and is
dedicated to providing a safe and sound working
environment for employees and cultivating talents
experienced in technology and management. Striving
to provide its employees with a suitable platform
for developing their career, professionalism and
advancement, employees’ rights and maintaining a
robust labour standard are deeply rooted in the history,
culture and business purpose of the Group. During the
year, the Group has launched numerous programs and
set up a series of effective policies to ensure that all
of its employees are treated with respect and dignity.
By improving the remuneration system and career
path, the Group has been committed to establishing
a comprehensive incentive system based on physical,
mental, emotional and growth motivations to carry
forward the harmonious and stable employment
relationship. As of 31 December 2019, the Group
employed a total of 350 employees in mainland China
and Hong Kong,
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Law compliance

The Group is an enterprise built on its employees,
whose diversity, advanced expertise and commitment
combine to create a successful company and shape
a responsible future. The human resources policies of
the Group strictly adhere to the applicable employment
laws and regulations in Hong Kong and the PRC, and
in FY2019, the Group abided by the relevant laws and
regulations including but not limited to the followings:

° Employment Ordinance (Cap. 57 of the Law of
Hong Kong);

° Labour Law of the People’s Republic of China
(REARLMBELHE) ; and

° Labour Contract Law of the People’s Republic of
China (REARLFMBELHERE) .

In FY2019, the Group also complied with the laws
and regulations with respect to the employees’ social
security schemes that were enforced by the local
governments in the PRC and Hong Kong in relation to
employee’s benefits. Housing subsidies were provided
to the employees in the PRC. The Human Resources
Department of the Group reviewed and updated
the relevant company policies on a regular basis in
accordance with the latest laws and regulations.
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Recruitment and promotion

One of the Group’s most successful initiatives to uphold
labour and human rights is its actions to improve
recruitment processes. In FY2019, the Group set an
annual recruitment plan to manage the recruitment.
To attract high-calibre candidates, the Group offered
fair, competitive remuneration and benefits based on
the individuals’ past performance, personal attributes,
job experiences and career aspiration. The Group
referenced market benchmarks in determining its
remuneration and benefits policies, and recruited
candidates through a wide variety of channels such
as posting online advertisements, participating in
recruitment seminars and partnering with headhunting
companies. The performance evaluation was carried
out regularly and the promotion report issued by the
manager was based on the assessment results of
employees.

Compensation and dismissal

As talent retention is vital to the sustainable business
development, the Group constantly reviewed its
compensation packages and performed probationary
and regular evaluations according to the market
level, the profitability of the Group and employee’s
performance in the past, which ensured that
all employees can be recognised by the Group
appropriately in terms of their efforts and contributions.
In FY2019, the Group provided discretionary bonuses
to employees according to their performance and
arranged a share point scheme as a long-term
incentive for key management staff.

Any appointment, promotion or termination of the
employment contract would be based on reasonable,
lawful grounds and internal policies including the Staff
Handbook. In FY2019, the Group strictly prohibited
any kinds of unfair or unreasonable dismissals to
protect its employee’s rights.
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Working hours and rest period

The Group formulated internal policies based on
local employment laws for determining working hours
and rest periods for employees. The Group strictly
monitored its employees’ working hours through
Attendance management regulations ( £ &R F )
and regulated that employees who work at non-office
hours can receive overtime pay or compensation leave.
In addition to basic paid annual leave and statutory
holidays stipulated by the employment laws of the
local governments, employees were also entitled to
additional leave benefits such as marriage leave and
sick leave.

Equal-opportunity and anti-discrimination

Moving towards Goal 10: Reduced Inequalities in
SDGs, as an equal opportunity employer, the Group
has been committed to creating a fair, respectful
and diverse working environment by promoting anti-
discrimination and equal opportunity in all its human
resources and employment decisions. For instance,
training and promotion opportunities, dismissals and
retirement policies were based on factors irrespective
of the employees’ age, sex, marital status, pregnancy,
family status, disability, race, colour, descent, national
or ethnic origins, nationality, religion or any other
nonjob related factors in all business units of the
Group. The equal opportunity policy allowed zero
tolerance in relation to any workplace discrimination,
harassment or vilification in accordance with local
ordinances and regulations, such as Disability
Discrimination Ordinance (Cap. 487 of the Laws of
Hong Kong) and Sex Discrimination Ordinance (Cap.
480 of the Laws of Hong Kong). In FY2019, employees
were encouraged to report any incidents involving
discrimination to the Human Resources Department
of the Group. The Group will take responsibility for
assessing, dealing with, recording and taking any
necessary disciplinary actions in relation to such
incidents.
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Other benefits and welfare

In terms of internal coaching and communication,
effective two-way dialogue between general staff and
the managerial staff was highly encouraged within the
Group, which believes that a barrier-free employer-
employee relationship was conducive to a productive
and pleasant working environment. The employees
maintained timely and smooth communication with
each other and with the management through different
channels, such as emails, regular meetings and social
networks.
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The Group provided fully equipped dormitories,
uniforms and meals to satisfy employees’ needs. The
Group offered bonuses and gifts to employees during
traditional Chinese festivals. In FY2019, the Group
hosted a series of activities for its employees, such as
travelling, dinner parties and recreational activities.
These events not only helped employees to relieve
stress, but also contributed to the Group’s corporate
culture of solidarity and cohesion among its employees.
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B.2.

During the year under review, the Group was in
compliance with relevant laws and regulations in
relation to compensation and dismissal, recruitment
and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, welfare and
other benefits that have a significant impact on the
Group.

Health and Safety

Adhering to the policy of “Safety First, Prevention
Primary, Comprehensive Treatment” (“Z2 % —:
JEB A E R A R1E”) , the Group attached great
importance to providing and maintaining a good
working environment. Aiming to pursue its goal of
creating a safe workplace with zero injuries, zero
occupational diseases and ensuring healthy lives and
well-being for all employees, the Group set up work
safety and health policies in line with various applicable
laws and regulations in Hong Kong and the PRC. The
material laws and regulations were Occupational Safety
and Health Ordinance (Cap. 509 of the Laws of Hong
Kong) and Employees’ Compensation Ordinance (Cap.
282 of the Laws of Hong Kong), Law of the People’s
Republic of China on the Protection of Production
Safety (2 AR MBI % 2 £ ZE %) and Regulation
on Work-Related Injury Insurance ( T {5 {= k{5 01) .

B.2.

REBEFEER  NEBEH B & #
B BEREA IR -REH FHH
g b RER B EEMFES
SHBTHASREREEAZENN
NEY NI

REHEZE

AEERF [Z2F— BHAE £
BORE B B LR R AT
MITERBERETZE - RERE
EEXEG TRERNLETHESM
RiERZREBNRELERMERN
B AKREEFENEEERTE
BEBERERERN TIEL 2 EiERE
BR - FBAFZREE BELE
KA ERIGRB) (FBIAHIHE509%) -
(R ERMEGRD) (FEED F282
B) (hEARKNBLZZ2EEER)
K (TBRRIGH -

PBETEEBRAT 2019 RE - HekEamE

29



Protecting employees from occupational hazards

The Group strictly conformed to the Occupational
Health and Safety Management System -
Requirements (GB/T28001) in the operations.
Employees were offered free physical examinations
every year, including onboard medical examination,
on-the-job medical examination and leaving medical
examination. Certain types of employees must attend
special training and receive a special work permit.
Wearing protective shoes and safety helmets were
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strictly required by the Group. To implement the policy mREE AEBERE GBERBR
of “Precaution First, Combine With Prevention” (“J&[ E) BIE (EEBSFTRELE2FER
BT BA&A") and protect employees from being REEGIE) UBEABHITRER -
exposed to occupational hazards and diseases, the

Group formulated the “Workplace Occupational Safety

and Health Management System” ({EZ 5 AT ¥ %L 2

BIEfEFEIEHIE ) according to Occupational Disease

Prevention Law (B3R B77A7% ) for internal execution

and management.
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Providing a safe working environment

Protecting employees from harm and safeguarding
their health is key to the Group’s success. The
Group has been dedicated to maintaining and
continuously developing the health, safety and welfare
of employees at work. In FY2019, the Group kept
creating a clean, tidy, smoke-free, harmless, non-
hazardous, healthy and safe working environment for
its employees. Specifically, the occupational health
and safety of the Group was responsible by the
Group’s Security Department, which assigned specific
safety personnel to conduct on-site inspections of
workshops and departments from time to time, so as
to ensure the Group's practices were in compliance
with the government’'s supervision, while ensuring
that the Group provided a healthy and safe working
environment for its employees. The daily work of
management and staff must follow the internal
production safety management rules and policies,
which cover a series of occupational health and safety
measures including policies in fire safety, chemical
management, emergency management and safety
rewards and punishment system. Regarding the
handling of hazardous chemicals, the Group required
its employees to stack them separately according to
their chemical properties so as to reduce the risks of
accidents, while outsourced the handling and disposal
of hazardous chemicals to qualified suppliers to
minimise any risks arise from mishandling of them. The
Group also arranged regular physical examinations for
staff responsible for special types of work and required
them to hold valid certificates before employment to
make sure they are familiar with all the operational
processes. Different departments were supposed to
shoulder the responsibilities under the overarching
guidance. The Group also formulated contingency
plans and arranged drills at least once a year. Besides,
the Group posted security bulletins, banners, slogans
and warning signs to remind employees of safety.
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In FY2019, no work-related fatalities occurred in the
Group’s related activities, and the lost days of work
due to work-related injuries were 90 days. To raise
its employees’ awareness of occupational health and
safety, the Group organised several safety training
workshops for its staff so as to familiarise them with
the necessary safety knowledge they need for working
in the factories. During the year under review, the
Group was not in violation of any of the relevant laws
and regulations in relation to providing a safe working
environment and protecting the employees from
occupational hazards that have a significant impact on
the Group.
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B.3. Development and training

The Group valued training and considered it
essential to improve the Groups’' overall operational
efficiency. With the aim to develop its people through
empowerment, teamwork and training, the Group
arranged comprehensive training and development
programmes for its staff to strengthen employees’
work-related skills and knowledge.

The Group provided integrated induction training for
newly recruited staff who were expected to understand
the corporate culture, business processes, work
health and safety, management system and group
development. The Group established an intern-tutor
system for job training, aiming to help the newly
graduated employees to fulfil their work responsibility.
For experienced employees, the Group developed
annual training programs to enhance their work-related
skills and knowledge through both physical lectures
and online learning website.

The Group also used mobile applications as an
innovative learning platform. Specifically, relevant
departments shared useful learning materials through
the intranet. Further, the Group established a training
centre in Shandong to help employees build their
occupational development schemes and provide
technical training courses.

The Group encouraged outstanding employees
to attend external training for enhancing their
competitiveness and expanding their capacity through
continuous learning. The Group also invited external
organisations and experts to provide job-related training
to its employees.

In FY2019, over 1,500 hours of training courses were
provided by the Group to its employees.
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B.4. Labour Standards

The Group strictly abided by the Employment
Ordinance (Cap. 57 of the Law of Hong Kong), Labour
Law of the People’s Republic of China (AR ZE A R
ME%E)L) , Labour Contract Law of the People’s
Republic of China (1 #E AR FEME L B4 %) and
other related labour laws and regulations in Hong Kong
and the PRC to prohibit any child or forced labour
employment during the year under review.

To combat illegal employment on child labour,
underage workers and forced labour, the Group’s
human resources staff required job applicants
to provide valid identity documents before the
confirmation of employment to ensure that the
applicants were lawfully employable. If any untrue or
invalid information is provided, the Group will terminate
the employment according to relevant laws. The Group
put child labour and compulsory labour policies in its
staff manual to eliminate the labour risks. The Human
Resources Department of the Group was responsible
for monitoring and ensuring compliance with the latest
relevant laws and regulations that prohibit child labour
and forced labour.

During the year under review, the Group was not in
violation of any of the relevant laws and regulations,
in relation to the prevention of child and forced labour
that has a significant impact on the Group.
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OPERATING PRACTICES
B.5. Supply Chain Management

As a socially responsible enterprise, it is critical for
the Group to maintain and manage a sustainable and
reliable supply chain that makes minimal negative
impacts on the environment and society. In FY2019,
the Group systematically assessed and mitigated social,
environmental, health & safety, and ethical risks in its
supply chain. Each of the operating subsidiaries within
the Group monitored the quality of its suppliers and
their supply chain practices on a strict and continuous
basis. The Group partnered with suppliers who are
expected to share its values of respecting people and
running business with integrity and excellence. Due to
the nature of the business, the trading and financial
service business involved only a few numbers of
suppliers, which to a certain degree hence was not
discussed in detail in this part. In FY2019, the Group
partnered with over 400 suppliers in its business
operations. In order to maintain the stability of the
supply chain and business, the Group maintained
stable communications with various suppliers and
signed contracts with them to establish long-term
cooperative relationships. The Group contacted
suppliers through various communication methods
such as emails and on-site visits, and managed the
catalogue of qualified suppliers reasonably. About
50-90% of suppliers maintained a stable, safe and
effective cooperation and communication mode with
the Group. In addition, in order to ensure that the
Group can reduce its impact on the environment from
the entire value chain, in terms of green procurement
policies, the Group prioritised high-quality materials
that have low environmental pollution and are
internationally recognized.
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Shipbuilding business & Steel structure engineering
and installation business

Despite the reduction of production and strategic
business restructuring, the policies of the business
segments in maintaining a stable supply chain never
changed.

The Group set up strict policies for supplier
management. Specifically, the Group adopted the
directory management and blacklist system and
required suppliers to meet the China Classification
Society (“CCS”) standard. Relevant environmental
protection certificates, product production qualification
certificates, the supplier’s reputation, past performance
and credit agency records were all important factors
that the Group considered when selecting suppliers.
The Group necessitated its well-selected suppliers to
be legitimate in providing high-quality products at a
reasonable price. Suppliers in compliance with relevant
environmental laws and regulations of the PRC are the
prior choice of the Group.

The Procurement Department of the Group conducted
surveys of potential suppliers in terms of their product
quality, price, production capacity, reputation and
their social and environmental responsibility during
the selection process. According to the assessment,
the Group blacklisted the supplier who was found to
have serious problems with law compliance, delivery,
health and safety or environmental risks. The qualified
suppliers were added to the approved supplier list
after an in-depth assessment based on the criteria
explicitly set by the Group. All the qualified suppliers
shall provide a copy of the business license, approval,
qualification or inspection certificate, quality assurance
certificate or product certificate, and other certificates
that can prove the suppliers’ ability. The Group also
required its suppliers to obtain specific industry
qualifications if necessary.
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To ensure the stability of the supply chain, at least
two suppliers were selected for each raw material. In
FY2019, the Group strengthened its monitoring and
follow up of corrective actions to improve the control
of its suppliers. Specifically, the Group performed
an annual evaluation of the suppliers in terms of top
management turnover, production capacity, changes in
manufacturing techniques, raw materials and quality
assurance ability to track their performances and law
compliance. Random inspections before accepting
the raw materials were conducted as well to check if
they are consistent with the product-related quality
certificates and test reports. If the supplier's products
do not meet the Group’s requirements after the official
delivery, the Group reserves the right to adjust the
orders and ask suppliers for economic compensations
according to the mutually-agreed contract.

The Group regularly provided quality management
training and advice to suppliers at meetings. The Group
maintained close liaison with its suppliers to ensure
suppliers’ compliance with local laws and regulations in
operations and adherence to their business ethics such
as the prohibition of the employment of child labour
and forced labour. To facilitate better cooperation and
communication between the Group and suppliers,
suppliers were required to promptly update their
inventory information and price through social
networks, telephone calls and other tools.
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The Group strived to reduce its environmental impacts
along its value chain as well. The product quality
standards of the Group clearly stated the specific
environmental requirements of the Group. The Group
performed interviews with its suppliers to assess their
environmental risks, the history of pollution-related
accidents, and their awareness of environmental
protection.

Intelligent car-parking and automotive electronics

The Group's intelligent car-parking and automotive
electronics business included two segments,
which were intelligent car-parking and parking lot
construction.

For the intelligent car-parking service, raw materials
purchased by the Group were PCB, wiring harness,
electronic components, galvanized sheet, and
structural plastic. The Group set up internal regulations
including Purchasing and Outsourcing Procedure (4}
#WoMNE THERTE) to manage the supply chain and
Supplier Field Assessment Report ( i & 75 5 ) 57 22 5}
) to select suppliers.

Suppliers were chosen based on the needs for product
development and the optimisation of the supplier
management system. The Procurement Department
went through the information of new suppliers such
as the quality and price of products and completed
the Supplier Basic Information Form (& pg H &
B3R ) . The relevant departments formed a team
to evaluate the pre-selected potential suppliers and
filled out the supplier evaluation form in the Supplier
Strength Evaluation Form (EEE HFEEX) .
Evaluations mainly covered product quality, production
capacity, reputation, qualification, transportation
management and their social and environmental
responsibilities. Potential suppliers should at least
possess 1SO9000 certificates and meet 1SO14000
environmental management standards and provide
product samples.
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Only if the samples of potential suppliers including
raw materials, auxiliary materials, components,
semifinished products and processed products meet
the quality and technical requirements of the Group
and pass relevant assessments, can the supplier be
marked as qualified suppliers. The qualified suppliers
were then required to provide business licenses, tax
registration certificate, organization code and other
relevant certificates to the Group accordingly.

To ensure the quality of raw material and components,
relevant departments conducted quality examinations
of the products and made records. Quality
management training programmes were provided for
suppliers with advice on production risk management
and quality management. The Group referred to its
internal Control Process of Unqualified Product (“F&
IR HIF220) in managing and disciplining those
who had a history of products being rejected.

The Group assessed the quality of purchased products,
delivery time, coordination and/or service of the
qualified suppliers every six months and recorded the
results of the assessment in the Supplier Assessment
Form (£ EREE N 7F{HK) . For those who fail
the assessment, the Group would provide a second
opportunity for them to rectify and reform, and then
conducted a second assessment.
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For the parking lot construction service, the suppliers
were introduced and recommended through internal
staff, outsiders and the internet. The recommended
suppliers must meet the qualification of the PRC and
have no record of any violation of laws in recent two
years. At least two suppliers should be chosen as
potential suppliers. After the determination of potential
suppliers, professional engineers visited the suppliers
to inspect the company’s capability.

The raw materials must be qualified with the
corresponding material testing report. The received raw
materials should be randomly selected for third-party
testing and applied to the engineering process after
meeting the requirements. During the construction
process, entrusted third-party qualified supervision
companies supervised the quality of materials,
services and projects. In addition, the government
built specialised agencies that were responsible for
supervising the safety and quality of the construction
process.

If any accident occurs, the Group coordinated backup
suppliers immediately to support the supplement,
aiming to ensure that the production process and
product quality were not influenced. Meanwhile,
a series of investigations and meetings would be
launched in order to identify the cause of the accident
and to prevent a similar situation from happening again
in the future.
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B.6.

Trading and financial service business

In addition to environmental and social risks, the
innovation in the business model may also bring about
and amplifies other risks such as legal risks. As such,
the Group has established a risk assessment system,
which was jointly established by the Risk Assessment
Department, the Commerce Department, and the Asset
Management Department, from multiple dimensions of
customer risk, industry risk, asset operation risk, and
business risk. For instance, in the trading and finance
business sector, the Group set up project inspection
and follow-up mechanism to keep abreast of the
operation of the lessee at any time, so as to avoid false
transactions and vicious defaults.

For better supply chain management, the Group
divided suppliers into different groups according to the
contract term, production scale and product category,
in order for more efficient management and timely
response in case of any risks or accidents arise.

Product Responsibility

The philosophy of products and service of the Group
is to provide products with good quality up to the
specification, keep in good relationship with customers,
and pursue mutual benefits to both parties at all times.
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Shipbuilding business & Steel structure engineering
and installation business

The Group believes that product quality is the essence
of an enterprise and strictly adheres to the policy of
“Quality First, Satisfy Customers”(“@BEE—  BEEm
E") and “Integrity of Life, Pursuit of Excellence”(”
SN - B EM”) in its businesses. In FY2019,
the Group complied with laws and regulations that may
significantly impact the Group such as:

o Patent Law of the People’s Republic of China (7
FEARKMBEEFE)

o Trademark Law of the People’s Republic of China
(PEARAMBEZRE) ;

° Regulation for the Implementation of the
Trademark Law of the People’s Republic of China

(hEARKNEBHEEEBIED) ;

o Intellectual Property Law of the People’s
Republic of China (& #E A K 700 A0 24 2= 4
=)

° Tort Liability Law of the People’s Republic of
China (FZEARKEFMEEEEEE) ;

° People’s Republic of China Special Equipment
Safety Law (FPE AR EMBFERELZ2E) ;

o Agreement on Trade-Related Aspects of
Intellectual Property Rights (B2 8 5 & 78 &9 &0 :5%
ERERTE) ;

o Interim Provisions on occupational health
supervision and management of workplaces ( {E

XEMBERREEEEETARE); and

e Work Injury Insurance Ordinance ( TSR 5

1) .
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The Quality Assurance Department of the Group was
responsible for examining the product quality and
ensuring the product’s compliance with the 1SO9000,
ISO18000, 1SO014000, 1S02003, GL\ABS testing and
other relevant international standards. The Group
implemented internal laboratory tests, wear tests and
actual practice tests in every production process,
which could help the Group to control the product
quality. If any defective product is found, the Group
is responsible for contacting the customer who has
purchased the product, collecting the customer’s
sample for quality inspection and analysis, and asking
the distributor to recall the nonconforming product if
necessary.

Customer Service Department of the Group was
responsible for collecting the feedback from customers
and responding to them immediately. For any
comments raised by the customers, the Group will
conduct internal negotiation immediately and resolve
the issues timely.

The Group complied with the Personal Data (Privacy)
Ordinance (Cap. 486 of the Law of Hong Kong) and the
relevant Hong Kong and PRC laws and regulations to
ensure that the rights and interests of customers were
strictly protected. Information collected by the Group
from its customers would only be used for the purpose
that has been illustrated to the customers. Only specific
staff of the Group had the access to the information
and the data processing was guided by different
departments. The Group prohibited the provision
of customer information to a third party without the
authorisation of the customer. The employees were
educated to enhance the awareness of the data
leakage risks and sign the confidentiality agreement.
The IT Department set obstruction between the office
and commercial net to prevent unauthorised data use,
exportation and copy.
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To protect its intellectual property rights, the Group
applied for intellectual properties timely and confirmed
the utilisation before employing any external intellectual
properties.

Intelligent car-parking and automotive electronics &
Trading and financial service business

The Group implemented the policy of “Quality comes
from responsibility” (@& )RR & E) and spared no
efforts to insert the pursuit of quality throughout the
various aspects of the enterprise. The Group complied
with local relevant laws and regulations, including

Product Quality Law of the People’s Republic of
China (FEAREMEEREE%) ;

° Production Safety Law of the People’s Republic
of China (FEARKMBELR 2 EEE) ;

o Consumer Protection Law of the People’s
Republic of China (R #E A R FIEH & &z
REX)

° Price Law of the People’s Republic of China (A
FARKEMBABRE);

° Regulations on the Safety of Special Equipment
(FEREBLDEEED) ;

° Opinions on Several Issues Concerning the
Implementation of the Regulations on the Safety
Supervision of Special Equipment (B & jiE
(FRRBLTERGKD) ETHENER) ;

o Rules on the Installation and Maintenance of
Electromechanical Special Equipment ( #5845

BERBLZREBCEREFAIRA) ;
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o Procedures of Installation Supervision and
Periodic Inspection of the Mechanical Parking
Equipment (#1312 B 3% 20 3% B2 B B F H
BRiii2);

o Manufacturing rules for mechanical and
electrical special equipment (# S a5 fE &5
ERFRIARAL

° Special Equipment Safety Supervision Ordinance
(HERBL2EREDM) ; and

° General safety requirements for mechanical
parking equipment (X FEREBREZ S
Z3K) (GB17907-2010).

The Quality Department was in charge of the quality
inspection process, which was comprised of four
detection groups responsible for the inspection of
the reliability of new products, the quality of raw
material, the production process and finished products
respectively. To ensure the quality of the products,
the Group assigned experts to develop specific
garage maintenance programmes and professional
maintenance staff to conduct routine maintenance
inspections. The Group also provided free training to
the customers for independent operation and general
troubleshooting. The products of the Group normally
have a warranty period of 2 years, during which all the
parts and components are free for maintenance. The
maintenance and change of components are charged
after the warranty period. Meanwhile, the Group
promised a 24-hour free service hotline to receive calls.
It had two to three maintenance personnel on board
and can reach the sites 30 minutes after the call. The
repair time for general failure was less than 1 hour and
less than 24 hours for complicated failure.
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When receiving complaints, the relevant departments
will start the analysis of complaints immediately. The
After-Sales Service Department will then research
and determine the responsibility of the complaints. In
particular, a WeChat group was established to deal with
any complaints in the first place. The management
from the Group was also in the WeChat group to
monitor the operation. The complaints must be
responded to in 30 minutes and dealt with within one
day.

The Group took measures to protect its intellectual
property rights and actively applied for the new
trademark, label and specialised knowledge as the
intellectual property to protect the exclusive right. The
Group had a legal consultant to provide legal advice
on the protection of intellectual property rights and
arranged internal legal staff to inspect and prevent
intellectual property infringement. The distributor
signed a confidential agreement to protect the
intellectual property of the Group.

The Group attaches great importance to information
and data security. The Group will not collect any
other personal information from customers apart
from fulfilling the requirements of the Customer
Identification System when establishing business
relationships with customers. All data will only be
used for the purpose as illustrated. In compliance
with the Consumer Protection Law of the People’s
Republic of China (FHEE A R AMENE B & R (RE
&), the Group strictly prohibited its employees from
disclosing any information to any third parties without
customers’ consent. All personal data is saved in an
encrypted computer system which only a few numbers
of designated personnel have access to. Meanwhile,
the relevant employees needed to sign a confidential
agreement to guarantee the non-disclosure of the
customer information. In order to further enhance the
data security of the Group, it has established a network
centre and regularly maintains the network to prevent
hacker intrusion and data leakage due to software
vulnerabilities.
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The Group set up internal policies to ensure all the
promotion and advertising are in compliance with
local laws such as Advertisement of the People’s
Republic of China (FFZE AR KEMBEIESE) . No
false representation or exaggeration of the product in
the advertisement was allowed. All promotions and
advertising materials must pass the basic test of the
Law Department to ensure their legality, fairness and
honesty. If the materials are not in compliance with
internal procedures, the Law Department of the Group
will take corrective measures immediately.

To avoid operational risks, the Group established
Risk Management Department run by professional
employees to ensure the strict control of operations
and only receive interests on rent in the condition of
security funds by signing contracts, while relevant
departments conducted the net value investigation and
risk control.

Given the materiality principle, since labelling is not a
material matter to the Group considering its business
nature, the relevant policies and actions are not
elaborated in the report. In FY2019, the Group was
not in violation of any relevant laws and regulations
regarding health and safety, advertising, labelling and
privacy matters of its products and services that have a
significant impact on the Group.
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B.7. Anti-corruption

To maintain a fair, ethical and efficient business and
working environment, the Group strictly adhered to the
local laws and regulations relating to anti-corruption
and bribery, irrespective of the area or country where
the Group conducts its business, such as Law of the
People’s Republic of China on Anti-money Laundering
(FhEE ARHAME R %) and Interim Provisions on
Banning Commercial Bribery (BERZE |F S BRERTT
ARE1TEE) . In addition, the Group also signed an
anti-corruption contract with employees and suppliers
to avoid any bribery.

The Group set the Chairman mailbox for employees
to report any bribery, extortion, fraud and money
laundering. If any of the corruption operations is found,
the Group will deal with it immediately and transfer to
the judiciary if necessary.

The Group established internal policies to prevent
the concentration of power and invited external
clients and suppliers to participate in supervision on
corruption. Training courses and seminars relating to
anti-corruption were provided to enhance colleagues’
awareness of corruption.
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Trading and financial service business

In accordance with Article 16 of the Anti-Money
Laundering Law of the People’s Republic of China (
#= AR EMBE R EIEE), this business segment
established a Customer Identification System which
specifies that, when establishing business relationships
with customers or providing customers with one-
off financial services such as cash remittances,
cash exchanges, and bill redemptions of more than
a prescribed amount, customers shall be required
to show true and effective identity documents or
other identification documents for verification and
registration. Where a client handles the business
on behalf of another person, the Group shall check
and register the agent and the principal’s ID or other
identification documents at the same time.

During the year under review, the Group was not in
violation of any of the relevant laws and regulations
in relation to bribery, extortion, fraud and money
laundering that have a significant impact on the Group.

COMMUNITY

B.8. Community Investment

As corporate citizens, the Group believes that the
community is the foundation on which the company
depends for survival and development, therefore, it
is its responsibility for contributing and building the
communities in which it operates so as to gain the
social licences to operate while giving back to the
society at the same time. In FY2019, all business
activities of the company fully considered the
interests of the community. Since its inception, the
Group has focused its efforts on fulfilling corporate
social responsibility, especially in the education
and environmental construction in the community.
Participation in such projects could help the Group
formulate policies and objectives, which were in line
with the interests of these communities. The Group
was also keen to support social welfare activities and
community care projects and always encouraged its
own employees to take part in these activities and
projects.
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