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Environmental, Social and Governance Report

Pursuant to the requirements under Appendix 20 “Environmental, Social
and Governance Reporting Guide” (the “ESG Reporting Guide”) of the Rules
Governing the Listing of Securities on the Growth Enterprise Market of the
HKEX, this report determined and disclosed the environmental, social and
governance (“ESG”) issues of Global Strategic Group Limited (the “Group”
or “we”) for the period commenced from 1 January 2016 and ended on 31
December 2016 (“FY 2016”, “this financial year” or the “Reporting Period”).

All of the business departments of the Group participated in the preparation
of this report, where we reviewed the operation of the Group, identified
the impact of the Group on ESG issues and assessed its materiality to the
stakeholders. Based on the materiality assessment of the Group, this report
primarily covered the supply of natural gas business, which is the principal
activity of the Group, as well as the following key areas:
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° Prevention of leakage of natural gas

Energy consumption

ESG Guide -
Environmental and Social Aspects Key Areas
ESGESI-RERHTEEE RS =
A. Environmental
A. RE
A1. Emissions ° Waste treatment
Al. BERYD s EEYVRE
° Sewage treatment
e SRR
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A2. Use of Resources °
A2, BIRfFA 8RB FE

A3. The Environment and Natural Resources
A3. RIBRRKAEBR

Water consumption

KR H#E

Environmental management
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Environmental, Social and Governance Report (Continued)

ESG Guide -
Environmental and Social Aspects
ESGIESI - RERLEEE

B. Social

B. #%g
B1. Employment
B1. &Ef&

B2. Health and Safety
B2. BEMHELE

B3. Development and Training
B3. #REK&IEFI

B4. Labour Standards
B4. & T %8|

B5. Supply Chain Management
B5. #EHER

B6. Product Responsibility
B6. EmAIT

B7. Anti-corruption
B7. R&HS

B8. Community Investment

Bs. #@&KE

Key Areas
AR E s

° Remuneration and benefit

o HERAEA

° Occupational health and safety
e BEFEREEATE

o Staff development and training
o BIZERENEY

° Prevention of child or forced labour
. PylbZE Tk b8 T

° Supply chain environment and social risk management
e (HESRERHtGERER

° Service quality
e k% EES

° Anti-corruption

e MBILER

o Community engagement
e HERBHE

Note: During the Reporting Period, the Group has no significant waste gas emission  iF: ZAEERREHBSEBENEIER M2 EE

and did not use packaging materials when providing services. Hence, the RURBREALEDE - BILESGIES| R iEME 2%
relevant disclosure requirements (KPI A1.1 and A2.5) under the ESG Guide do BBk (REBUEIEAIARA2.5) I N AR AL

not applied to the Group.

o

More disclosure on corporate governance is available in the “Corporate HEABEZHEEEIWE FLEAEEY (DEE

Governance Report” of the Group.

AEWE) ©
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Environmental, Social and Governance Report (Continued)

A. ENVIRONMENTAL

A1

Emissions

The Group is always dedicated to keeping its policies and
plans in line with the principles of environmental protection
and sustainability. It also strives to give the same priority to
business operation and environmental conservation. As it
actively supports and promotes green initiatives to staff and
customers while putting in efforts to achieve a green and low
carbon operation, it cultivates a green culture within the Group.
Meanwhile, the Group has also formulated the following polices
and measures of environmental protection management with an
aim to reduce the environmental impact:

° Prevention of air pollution: The Group strives to reduce
leakage of natural gas and steps up inspection and
repair efforts so as to prevent natural gas leakages
due to damaged pipelines. It also minimises the risk of
natural gas leakage by using materials of better quality
for pipeline construction, engaging Grade 1 contractors
to carry out construction work, making sure the quality
of pipelines meets or exceeds the standards, preforming
inspection on all pipelines and obtaining the pressurised
pipes certificate from the special inspection authority. In
addition, an emergency shutdown (ESD) system is installed
in pipelines for natural gas transmission. Hence, in case of
any secondary disasters caused by explosion or burning of
natural gas, the Group can isolate the pipeline to reduce air
pollution. The Group also provides staff trainings to raise
awareness and ability to prevent major accidents. During
the Reporting Period, there was no accidental leak of
natural gas from the Group.
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Environmental, Social and Governance Report (Continued)

A. ENVIRONMENTAL (continued)

A1

Emissions (Continued)

Prevention and treatment of water pollution: The Group
strictly follows the “Integrated Wastewater Discharge
Standard” issued by the State Environmental Protection
Administration for the treatment of water pollutants
discharged. The Group has sewage treatment facilities
in place to process sewage effluent until it meets the
required standard before discharging. Ground embedded
sewage treatment devices include coarse grids, primary
sedimentation tank, contact oxidation tank, secondary
sedimentation tank, disinfection tank, sludge tank, sewage
tank, fans and fan room, water pumps in sewage tanks,
other necessary pumps, electrical control cabinet and
auxiliary wirings and controls, level sensor, testing device,
valves and pipelines. The Chemical Oxygen Demand
(COD), Biological Oxygen Demand (BOD5), suspended
solids (SS) and ammonium (NH4) level of sewage after
treatment meet the grade | emission standard of the
“Integrated Wastewater Discharge Standard” (GB8978-
1996).

Treatment of hazardous waste: In the course of operation
and production, the Group may produce a small amount
of hazardous waste, such as ferric oxide and construction
waste. The Group has established clear procedures for
the disposal and management of construction waste and
has separators in place to monitor the residue generated
from the production process. The residue will first undergo
treatment before discharging to the sewage pool and
qualified companies will conduct centralised treatment
when a certain amount of residues is collected. As the
facility is relatively new, the Group did not generate
significant hazardous waste in FY 2016.

A.
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RIB (&)

A1

Bemw (&)
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Environmental, Social and Governance Report (Continued)

A. ENVIRONMENTAL (Continued)

A1

Emissions (Continued)

Treatment of non-hazardous waste: Non-hazardous waste
produced from operation mainly comprises waste from
household and office activities, which include paper,
plastics, glass and food waste. In FY 2016, a total of 3.5
tonnes of non-hazardous waste was generated. All non-
hazardous waste is required to be handed over for the
centralised management by service providers recognised
by the government.

Emission of greenhouse gases: Emission of greenhouse
gases by the Group mainly comes from energy
consumption for natural gas transmission, which totalled
approximately 193 tonnes of carbon dioxide equivalents.
Details of the policy, performance and emission reduction
measures are available in A2 Use of Resources.

All departments of the Group are required to strictly follow
the internal environmental management system to ensure its

compliance with laws and regulations. During the Reporting

Period, the Group has not identified any non-compliance with

environmental laws and regulations.

Note:

Carbon emission is calculated based on the “Greenhouse
Gas Protocol” published by the World Business Council for
Sustainable Development and the World Resources Institute, the
“Environmental Key Performance Indicators Reporting Guide” of
HKEx and “Baseline Emission Factors for Regional Power Grids
of China” published by the Department of Climate Change under
the National Development and Reform Commission.
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Environmental, Social and Governance Report (Continued)

A. ENVIRONMENTAL (continued)

A2 Use of Resources

of resources.

The Group established clear regulations on resources
consumption in business operation to ensure effective use

It also adopts various measures to cut power

consumption, including promotion of energy saving as well as
recycle and reuse of resources in its daily operation and working
environment, so as to reduce the negative environmental impact.
The management of the Group also performs regular checks
on the department report and use of resources, and carries out
rectify measures when issues arise. The Group has implemented
the following policy for the effective use of resources:

Enhancement of energy management and promotion of
the use of new energy-saving technology, energy saving
products and equipment.

Optimisation of the operation based on upstream and
downstream demand to determine the reasonable supply
and transmission models.

Giving full consideration to the needs of energy saving in
construction design, so as to keep the energy consumption
per floor area in line with the prevailing national and
industrial standards.

Promotion of energy saving design and energy saving
awareness.

Installation of air-conditioners with variable frequency
energy saving features in machine rooms and offices in
natural gas stations (“stations”) and adoption of energy
saving lightings. Meanwhile, the Group also enhanced
management to save energy by ensuring lights were out
when no one was in the office.
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Environmental, Social and Governance Report (Continued)

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2016 IR - #H & R EARE 7

A. ENVIRONMENTAL (continued) A. RIE (@)

A2 Use of Resources (Continued) A2 BRER(£&)

Use of Energy

Our total energy consumption during the Reporting Period is as
follows:

Type of Energy Consumption

Natural gas 30,940 cubic metres
Main electricity 121,616kWh
Gasoline 16,499 litres
Diesel 2,450 litres

The Group adopted the following energy saving plan to reduce
power consumption during the Reporting Period:

° Use of energy saving equipment, such as valves with good
sealing ability, filters and pressure adjustment devices.

° Use of energy saving transformers as well as capacitors,
electric wires and cables that reduce transmission loss.

° Adoption of high efficiency and energy saving lightings and
lamps and centralised control of outdoor lightings.

° Installation of timers on all streetlights outside the station
and wastage reduction by adjusting the operating hours
according to the time of sunset and sunrise in different
seasons.

° Putting up signs to encourage energy saving in all rooms at
the offices to raise green awareness of the employees.
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Environmental, Social and Governance Report (Continued)

A. ENVIRONMENTAL (continued)

A2

A3

Use of Resources (Continued)

Water Consumption

Total water consumption of the Group amounted to 1,618 cubic
meters in this financial year, mainly comprised of household
usage. The Group implemented the following plans in order to
cut water consumption during the Reporting Period:

° Recycle and reuse of water after storage or simple
treatment for watering flowers and trees at the stations.

° Energy saving education to relevant departments on a
regular basis and enhancement of staff awareness towards
water conservation with appropriate supervision.

° Regular pipeline inspection to prevent leakage.

° Posting of water saving notices in public toilets to
educate employees on water conservation and raise their
awareness.

The Environment and Natural Resources

The Group attaches great importance to the impact on the
environment and natural resources as a result of its business
activities. Apart from complying with the national environmental
regulations and international standards, the Group also
incorporates green awareness in its daily management to

achieve sustainable development of the environment.

For the purpose of reducing the environmental impact of
the operation of the Group, prior to the construction of
new natural projects, we will analyse and study the relevant
information, assess the emission of the project and analyse
the environmental impact and corresponding solutions. We will
base on the following areas of assessment and standards to
prepare an environmental impact assessment report for every
construction project:

A. BIE (&)

A2

A3

BRER (&)
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Environmental, Social and Governance Report (Continued)

A. ENVIRONMENTAL (continued)

A. BIE (&)

A3 The Environment and Natural Resources (Continued) A3 BRERXAER (&)

Areas of Assessment

Sa L

Laws and regulations

B MR

Basic information of the project
HEERER

Current environmental quality
RFEEEHRN

Standards of Assessment (including but not limited to)

AERE (BFELTRR)

The following regulations are adopted as the assessment standards:
“Environmental Protection Law of the People’s Republic of China”, “Water
Pollution Prevention and Control Law of the People’s Republic of China”, “Air
Pollution Prevention and Control Law of the People’s Republic of China”,
“Noise Pollution Prevention and Control Law of the People’s Republic of
China”, “Solid Waste Environmental Pollution Prevention and Control Law
of the People’s Republic of China”, “Evaluation of Environmental Impact
Law of the People’s Republic of China”, “Regulations on Environmental

» oo«

Protection and Management of Construction Projects”, “Promotion of Clean
Production Law of the People’s Republic of China” and “Technical Guideline
for Environmental Impact Assessment”

RATORRRETHIRE  (REARAMBIRBREL)  (RFEAREMBEIK
EERPRE) (REARKMBERRIGAEDEE) (PEARANMERES
FPRE) (REARKEMEEBEYSAREN AL (PEARKNE
REZEFNEZE) (BRBEBRFERETEEKRD) (PEARANBBRE
EREE) (REZETERMZBAD) F

Main content and objective of the construction project
HERREFrEANRTLHEBR

Estimated amount and percentage of environmental investment in total
investment

RRREGEREENHESRLEBD L

Assessment on whether air monitoring results meet with the requirements of
the “Ambient Air Quality Standards”
FEEAEREANMRRETA BATREEITE) HREER

Assessment on whether the water quality meets with the “Environmental
Quality Standards for Surface Water ”
IZKIRIRFEEENEERS ES GRKREEESFE) REZR

Assessment on whether the noise pollution level meets with the
“Environmental Quality Standard for Noise”
MRBEREEERTEN (BBEERIDE) HRESR
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Environmental, Social and Governance Report (Continued)

A. ENVIRONMENTAL (continued)

A. BIE (&)

A3 The Environment and Natural Resources (Continued) A3 BREBRXAER (&)

Areas of Assessment

Sa L

Environmental feasibility of
the project
BEMREATH

Standards of Assessment (including but not limited to)

AERE (BFELTRR)

Analyses if the project is in line with the policy, carried out at a reasonable
site and with a reasonable floor plan
SMEBRERFEE EHEBUERTEMGEAEM

Assess if the project meets the national clean production standard

FHEEE RENABRBREEMNKF

Conclude the environmental impact of project construction, measures to
control total emission and improvements
HERNBEEZRMERREEANTE FREEERIEREEARENER

B. SOCIAL B. &
B1 Employment B1 {E{&
The Group adheres to the principle of “no waste of talents SEFRAIAZES AAFSEIHAA
and equal opportunities” and is dedicated to creating a FR A - A& B B R B E — (8 17 7
working environment free from discrimination. Hence it ensures RO ITHERER RREFABEA AR5
that all employees and job applicants are entitled to the Bl &R HE - EBNE HRERABEET
same opportunity and treatment in relation to employment, KB REEZATERERATFE-
deployment, training, promotion, remuneration and benefits SEARLETT —RINEEFHF N KERN
by implementing a series of remuneration and benefit policies, Bk B
which include:
e The Group maintains strict compliance with the Labour e HEEBETEHEREHER
Law and Labour Contract Laws and makes salary payment FERBIERYNEH®-
to employees on time.
e Employees’ salary is based on the local market rates in e SEEIZHFM2ZEHRMAIT
the gas industry, with bonus determined according to the EmBKEMEES BEEEBER

Group and individual performance.

REBTRBENES-
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Environmental, Social and Governance Report (Continued)

B. SOCIAL (continued)

B1

B2

Employment (Continued)

° The Group makes contribution to the pension, medical,
work injury, maternity and unemployment insurance of the
employees.

° Annual leave arrangement is in strict compliance with the
national requirements.

° The Group offers entertainment facilities for employees’
use and regularly organizes activities to foster their
communication and interaction.

° The Group also sets up online public message group for
staff to exchange ideas.

During the Reporting Period, the Group did not identify any
major non-compliance with laws and regulations in relation to
human resources.

Health and Safety

The Group is committed to safeguarding staff health and safety
by providing a desirable workplace. It also formulated a variety of
safety policies and set up a management mechanism for major
safety risks:

° The Group organizes regular emergency, fire, evacuation,
leak and exit drills to raise staff awareness towards safety.

o The Group has implemented and circulated a set of fire
safety measures to employees, who are required to strictly
follow the instructions.

B. &= (&)

B1

B2

’E (&)
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Environmental, Social and Governance Report (Continued)

B. SOCIAL (continued)

B2

B3

Health and Safety (Continued)

° The Group has developed a set of work safety guidelines
which defines the procedures and matters of attention in
relation to work safety as well as clear responsibilities and
duties of employees.

° The Group has emergency plans in place for each project,
which set out the emergency management protocols and
responses in case of disasters, with an aim of minimizing
injuries and loss at time of accidents.

° All ignitions such as lighters are forbidden in the stations
and a no-smoking policy is implemented.

During the Reporting Period, the Group did not identify any non-
compliance with laws and regulations in relation to workplace
health and safety.

Development and Trainings

Staff education and trainings are our priorities, hence we are
committed to helping our employees achieve career goals and
enhancing their education level and ability. The Group develops
different career plans for them based on job positions and their
ambitions, abilities and development needs. We also encourage
staff exchange and job rotation between departments so that
our employees can have more chance to learn and practice their
skills.

The Group offers comprehensive professional capability
trainings, including internal trainings and external courses
such as fire trainings, safety manager trainings, trainings on
safe operation of long transmission channels and trainings on
operation of special equipment.

B. &= (&)

B2

B3
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Environmental, Social and Governance Report (Continued)
B. SOCIAL (continued) B. #& &)

B4 Labour Standards B4 %I %#H|

The Group has zero tolerance to child or forced labour. It has
also established the following policy to prevent child, under-aged
and forced labour.

The Group strictly follows the requirements of the Labour Law
by ensuring all employees are above 18 years old. Based on
the requirements of different job functions, the Group organizes
online open recruitment and employs applicants with the suitable
qualities. New employees must present their identification
documents at the commencement of employment for us to verify
their actual age and run background checks.

Our human resources department is responsible for the
comprehensive recruitment screening procedure that is designed
to make sure all information provided by the job applicants is
accurate. It also conducts regular review on our operation to
check if we have hired child or forced labour. Moreover, the
management encourages active participation to staff activities
which effectively prevent forced labour.

The Group did not identify any violation of laws and regulations
in relation to prevention of child and forced labour during the
Reporting Period.
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Environmental, Social and Governance Report (Continued)

B. SOCIAL (continued)

B5

B6

Supply Chain Management

In the selection of suppliers, the procurement department
not only takes into account the quality, price and commercial
considerations, but also includes their environmental and social
commitments in the evaluation process. Suppliers which do not
pass the assessment will be removed from the suppliers’ list and
the cooperation with them will be terminated.

When entering into contracts with contractors, the Group
requires them to also sign the HSE (Health, Safety and
Environment) Contract as part of the master agreement, thereby
minimizing the relevant risks. The Group requires the contractors
to keep the major risks of their construction works within the
acceptable range under the national and industrial standards
and provide a safe workplace for their employees. We will also
regularly inspect the work of our contractors, making sure that
they have organised safety inspections and equipped their staff
with the appropriate safety awareness and skills.

Product Responsibility

The Group is committed to providing quality services that satisfy
customers’ needs and sets fairness and safety as the centre
of its procurement and service procedure. Meanwhile, it has
established and made public its own customers’ interest policy,
which it implemented throughout the operation to safeguard
customers’ interests. The Group provides natural gas service
according to a set of comprehensive quality control system
basing on the “National Standard for Natural Gas GB17820-
2012”, which specifies the procedure for natural gas investment,
provision of consultation on natural gas technology and sales of
natural gas cooking appliances and accessories. Our practices
ensure the safety and health of our customers and play an
important role in protecting the environment.
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Environmental, Social and Governance Report (Continued)

B. SOCIAL (continued)

B6

B7

Product Responsibility (Continued)

The Group conducts on-going quality monitoring and regular
inspection on all suppliers. In the event that the qualification
of the supplier undergoes material changes or material quality
issues arise, the Group may suspend the cooperation with
suppliers experiencing the problems so as to maintain reliability
of our services.

With an aim of enhancing service quality, the Group gather
customers’ opinions and feedback on our products and services
from time to time through customer satisfaction survey.

The Group did not identify any non-compliance with laws and
regulations in relation to product and service quality during the
Reporting Period.

Anti-corruption

The Group always strives to be open-mined, responsible and
honest, and all of its employees must follow the code of ethics
and professional conduct. The Group has entered into anti-
corruption agreements and relevant documents with its suppliers
and employees, which prevent taking or accepting bribes or
rebates. Apart from that, the Group also forbids its staff to
engage in any acts of power abuse, document forgery, leaking
trade secrets and other behaviours that may harm our economic
benefits.

The Group also arranges anti-corruption trainings for its
employees and encourages them to report any corruption
concerns by raising their awareness on anti-corruption and anti-
money laundering. The Group did not identify any violation of
relevant laws and regulations during the Reporting Period.
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Environmental, Social and Governance Report (Continued)

B. SOCIAL (continued)

B8 Community Investment

As a corporate citizen, the Group places great emphasis on
social responsibility. We believe the extensive application of
natural gas not only reduces pollution, but also saves energy,
hence we put in tremendous efforts to develop the natural gas
business, which coincides with China’s energy strategy for the
future and helps promote the interest of the society.

For many years, the Group gives back to society in a number
of ways. For instance, it constructed cement roads on the mud
roads at Baiyangmo station for easier access of villagers, and
unclogged discharge pipes in the neighbouring communities for
free so that lives and properties of villagers will not be damaged
in heavy rains. The Group also sends festival greetings in
Chinese New Year and weddings, and offers condolences when
someone passes away. We strive to maintain good relationship
with the community and promote harmonious development of
society.
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Environmental, Social and Governance Report (Continued)

Set out below is the full text of the Corporate Governance Report contained
in the annual report of the Company for the year ended 31 December 2016.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining a high standard of corporate
governance practices. It met all the code provisions of the Corporate
Governance Code (the “Code”) set out in Appendix 15 of the GEM Listing

Rules in the year ended 31 December 2016.
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the required standard of dealing set out in Rules
5.48 to 5.67 of the GEM Listing Rules (the “Required Standard”) as the
code of conduct regarding securities transactions by the Directors. Having
made specific enquiry of all Directors, all Directors confirmed that they had
complied with the Required Standard during the year ended 31 December
2016.

CONFIRMATION OF INDEPENDENCE

The Company confirms it has received from each of its independent
non-executive Directors an annual confirmation of his/her independence
pursuant to Rule 5.09 of the GEM Listing Rules, and considers that the
independent non-executive Directors to be independent.

BOARD OF DIRECTORS

The Company is governed by a board of directors (the “Board”) which has
the responsibility for leadership and control of the Company. The Directors
are collectively responsible for promoting the success of the Group by
directing and supervising the Group’s affairs. The Board set strategies and
directions for the Group’s activities and lead the Group’s management team
through the Directors with a view to developing its business and enhancing
shareholder value.
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Environmental, Social and Governance Report (Continued)
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BOARD OF DIRECTORS (continued) EEg 0w
RBE-_T-—R"Ft_A=T—BLFE EFg
HRRENEERBE_T—R"E+-_A=+—H
HFEHFEEE S EFZRegaMREX
ERERENTE:

During the year ended 31 December 2016, the Board’s composition and
the individual attendance of each Director at the Board meetings, Board
Committee meetings and Shareholder meetings during the year ended 31
December 2016 are set out in the table below:

Attendance/Number of Meetings held
during the tenure of his/her office in the year
HERE/ FRERARETEERY

Human
Resources &

Board Remuneration Nomination Audit Shareholder
Meeting Committee Committee Committee Meeting
ADERR
EEEER FMzEe REZEE ENZEE BRAE
Executive Directors BITEE
Mr. Weng Lin Lei, Chairman SRRRE(ZE) 18/18 N/A 2/2 N/A 1/2
TER TER
Ms. Leung Tsz Man 2FREL 18/18 N/A N/A N/A 2/2
i A i A i A
Mr. Wei Yue Tong BAELRE (RZZ—RF 10/10 N/A 0/0 N/A 2/2
(resigned on 3 June 2016) NE=ZRET) TER TER
Mr. Fan Wei Guo PHEEE (RZ2—RF 10/10 N/A N/A N/A 2/2
(resigned on 3 June 2016) NAZHET) TER TER TER
Mr. Zheng Jian Peng* BEBEE (RZE—RF 10/10 N/A N/A N/A 0/2
(resigned on 3 June 2016) NAZHEE) TEA TEA TEA
Non-Executive Director FHTES
Mr. Zheng Zhu Ping* BREEE (RZE—RF
(resigned on 3 June 2016) NAZBHEML) 9/10 2/2 0/0 2/3 1/2
Independent Non-Executive Directors B FHITES
Ms. Kwan Sin Yee BfERat 18/18 3/3 2/2 6/6 1/2
Mr. Leung Oh Man, Martin REEE 18/18 3/3 2/2 6/6 1/2
Mr. Sun Zhi Jun BREELE 16/18 3/3 1/2 5/6 0/2
Ms. Huang Yu Jun aLELL 18/18 3/3 2/2 6/6 1/2
Mr. Chiu Wai Piu FEEEE(RZE—R%F
(resigned on 16 June 2016) ANRTABEE) 10/10 2/2 0/0 3/3 1/2
* Mr. Zheng Jian Peng is the son of Mr. Zheng Zhu Ping. * BEMS S ERBM TR EZF o

N/A: Not applicable

TEM: T

During the year ended 31 December 2016, the Board held eighteen (18)
Board meetings to review, among other matters, the Group’s financial and

BE T RF+T-_A=t—BHLFE EFa
TTAB)REFEEZ U (HPEE) ALK
B R EERER Ul wmFEG T LR -85
BENMBHEETEX MO ARBERELBES-

operating performance and discuss the business direction and strategy.
Agenda and accompanying board papers were sent to all Directors in a
timely manner.
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Environmental, Social and Governance Report (Continued)

BOARD OF DIRECTORS (continued)

Directors who could not attend in person could participate the Board
meetings and Shareholder meetings through other electronic means of
communications.

The biographical information of the Directors are set out in the section
headed “Directors and Senior Management Profile” on pages 16 to 18 in
the Annual Report.

The Company is committed to arranging and funding suitable training to
all Directors for their continuous professional development. During the year
ended 31 December 2016 and up to the date of this report, Mr. Weng Lin
Lei, Ms. Leung Tsz Man, Ms. Kwan Sin Yee, Mr. Leung Oh Man, Martin, Mr.
Sun Zhi Jun and Ms. Huang Yu Jun engaged in business activities in their
respective fields as continuous professional development to develop and
refresh their knowledge and skills so as to ensure that their contributions
to the Board remain informed and relevant. Ms. Leung Tsz Man and
Mr. Leung Oh Man, Martin have participated in continuous professional
development programs required by The Hong Kong Institute of Certified
Public Accountants. The Directors also participated in other trainings and
professional developments such as attending seminars, studying reading
materials relating to the Group or its industries and businesses; rules and
regulations; business management; or the roles, functions and duties of a
listed company director.

CHAIRMAN

The Chairman is responsible for the leadership of the Board, ensuring its
effectiveness in all aspects of its role and for setting its agenda and taking
into account any matters proposed by other directors for inclusion in the
agenda. Through the Board, he is responsible for ensuring that good
corporate governance practices and procedures are followed by the Group.
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Environmental, Social and Governance Report (Continued)

NON-EXECUTIVE DIRECTOR

The non-executive Director of the Company was appointed for a term of
up to about 3 years ending on the date on which the director shall retire
by rotation and re-election at the Company’s annual general meeting in
accordance with the Code and the Articles of Association of the Company.

HUMAN RESOURCES AND REMUNERATION
COMMITTEE

During the year ended 31 December 2016, the Human Resources and
Remuneration Committee (“Remuneration Committee”) held three (3)
meetings. The Remuneration Committee has reviewed and approved the
Group’s remuneration policy, including that for the executive Directors,
and the levels of remuneration paid to executive directors and senior
management of the Group. The terms of reference of the Remuneration
Committee follow the guidelines set out in the Code and it is responsible
for, among other things, making recommendations to the Board on
the remuneration packages of individual executive Directors and senior
management.

The remuneration payable to the Directors for the year ended 31 December
2016 is set out in note 11 to the consolidated financial statements.

The remuneration payable to the senior management of the Company
for the year ended 31 December 2016 is within the range of HK$0 to
HK$1,350,000.
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Environmental, Social and Governance Report (Continued)

BOARD DIVERSITY

The Board has adopted a policy concerning diversity of Board members
(the “Board Diversity Policy”) which is summarized as follows:

The Company is committed to maintaining a highly effective Board which
should have a balance of skills, experience and diversity of perspectives
appropriate to the requirements of its business. When deciding on the
appointment of directors, it is the policy of the Company to consider a
number of factors, including but not limited to, gender, age, cultural and
educational background, professional experience, and other qualifications,
skills and experience which the Company considers that it will make a
positive contribution to the performance of the Board.

The Nomination Committee of the Company (the “Nomination Committee”)
monitors the implementation of the Board Diversity Policy and reviews
it from time to time and shall bring to the attention of the Board any
significant issues or recommendations as and when necessary and
appropriate. Any reviews, updates and amendments to the Board Diversity
Policy shall be approved by the Board.

NOMINATION COMMITTEE

The terms of reference of the Nomination Committee have been determined
with reference to the Code.

The Nomination Committee is responsible for identifying potential new
directors and making recommendations to the Board for decision. A
director appointed by the Board is subject to re-election by shareholders at
the first annual general meeting after his/her appointment. All Directors are
subject to retirement by rotation at least once every 3 years. In accordance
with the Company’s Articles of Association, one third of the directors are
subject to retirement by rotation and re-election by shareholders at each
annual general meeting of the Company.

Potential new Directors are selected with reference to the Board Diversity
Policy whenever necessary and appropriate.
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Environmental, Social and Governance Report (Continued)

NOMINATION COMMITTEE (continuead)

The Nomination Committee held two (2) meetings during the year ended 31
December 2016 and work performed included reviewing the structure, size
and composition of the Board, the independence of the independent non-
executive Directors and the nomination of new Directors.

CORPORATE GOVERNANCE FUNCTIONS

The Board has adopted the terms of reference for corporate governance
functions set out in the Code and has delegated the Group’s corporate
governance functions to the Audit Committee of the Company (the “Audit
Committee”).

AUDIT COMMITTEE

The terms of reference of the Audit Committee, with the inclusion of
the corporate governance functions, follow the guidelines set out in the
Code. The Audit Committee is responsible for, among other things, having
relationship with the Company’s auditors reviewing the Group’s financial
information and its financial reporting, financial reporting system, risk
management and internal control systems and corporate governance,
including the adequacy of resources, staff qualifications and experience,
training programmes and budget of the Group’s accounting and financial
reporting function. The Audit Committee reports to the Board any significant
issues relating to its terms of reference.

During the year ended 31 December 2016, the Audit Committee held six
(6) meetings and work performed included reviewing the Group’s quarterly,
half-yearly and annual results, its risk management and internal control
systems, and corporate governance matters for inclusion in the Company’s
Annual Report.

AUDITORS’ REMUNERATION

The remuneration paid to Deloitte Touche Tohmatsu for audit and non-audit
services for the year ended 31 December 2016 amounted to approximately
HK$900,000 (2015: HK$724,000) and HK$1,148,800 (2015: HK$52,000)
respectively. The non-audit services provided by Deloitte Touche Tohmatsu
to the Group were in relation to the review service on taxation, quarter
results, interim result, limited assurance services on continuing connected

transaction, other professional services related to the Proposed Acquisition.
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Environmental, Social and Governance Report (Continued)

ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the accounts
of the Company. As at 31 December 2016, the Directors are not aware
of any material uncertainties relating to events or conditions which may
cast significant doubt upon the Company’s ability to continue as a going
concern. Accordingly, the Directors have prepared the consolidated
financial statements of the Company on a going-concern basis.

The responsibilities of the external auditors about their financial reporting
are set out in the Independent Auditor’s Report attached to the Company’s
consolidated financial statements for the year ended 31 December 2016.

The Board has, through the Audit Committee, conducted a review of the
effectiveness of the Group’s risk management and internal control system
with an aim to safeguard the shareholders’ investment and the Company’s
assets in compliance with the provisions of the Code. The purpose is
to provide reasonable, but not absolute, assurance against material
misstatements, errors, losses or fraud, and to manage rather than eliminate
risks of failure in achieving the Group’s business objectives.

RISK MANAGEMENT AND INTERNAL CONTROL

The Group maintains an effective internal control and risk management
systems. It consists, in part, of organisational arrangements with defined
lines of responsibility and delegation of authority, and comprehensive
systems and control procedures in order to safeguard the investment of the
Company’s shareholders and the Group’s assets at all times.

The Audit Committee performs the duties of risk management and
internal control on behalf of the Board to oversee the management in the
establishment, maintenance and monitoring of effective risk management
and internal control systems.
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Environmental, Social and Governance Report (Continued)

RISK MANAGEMENT AND INTERNAL CONTROL
(Continued)

The Audit Committee reviewed the Group’s risk management and internal
control systems in respect of the year ended 31 December 2016 and
considered the system effective and adequate. The Board assessed the
effectiveness of the Group’s risk management and internal control by
considering the reviews performed by the Audit Committee. The Group’s
risk management and internal control systems have segmented reviewed by
an independent professional party. The Company complies with the code
provisions relating to internal control contained in the Code.

COMPANY SECRETARY

The current company secretary is Mr. Chan Hank, Daniel who replaced Mr.
Au Yeung Ho Yin, on 7 October 2016. During the year, Mr. Au Yeung Ho
Yin and Ms. Leung Tsz Man have been company secretary from 15 April
2016 to 7 October 2016 and from 11 September 2015 to 15 April 2016
respectively. They undertook totally not less than 15 hours of relevant
professional training during the year ended 31 December 2016.

COMMUNICATIONS WITH SHAREHOLDERS

The Company maintains an on-going dialogue with its shareholders
through various channels including announcements and annual, interim and
quarterly reports published on its website at www.globalstrategicgroup.
com.hk and the Company’s general meetings. All shareholders are
encouraged to attend general meetings and they may put to the Board any
enquiries about the Group through its website at www.globalstrategicgroup.
com.hk or in writing sent to the principal office of the Company at Room
1216, 12th Floor, North Tower, Concordia Plaza, 1 Science Museum
Road, Tsim Sha Tsui East, Kowloon, Hong Kong. The Directors, company
secretary or other appropriate members of senior management respond to
enquiries from shareholders promptly. The Chairman, the Chief Executive
Officer, chairmen of board committees (or their respective delegates) and
external auditors attend the annual general meeting and are available to
answer questions raised by shareholders. Shareholders may also access
the Company’s corporate website for the Group’s information.
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Environmental, Social and Governance Report (Continued)

COMMUNICATIONS WITH SHAREHOLDERS
(Continued)

Pursuant to Article 58 of the Company’s Articles of Association,
shareholders holding at the date of deposit of the requisition not less than
one-tenth of the paid up capital of the Company carrying the right of voting
at general meetings of the Company shall at all times have the right, by
written requisition to the Board or the company secretary, to require an
extraordinary general meeting to be called by the Board for the transaction
of any business (including any proposals) specified in such requisition, and
such meeting shall be held within two months after the deposit of such
requisition. If within twenty-one days of such deposit the Board fails to
proceed to convene such meeting the requisitionists themselves may do so
in the same manner.

CONSTITUTIONAL DOCUMENTS

There had been changed once in the Company’s constitutional documents
during the year under review.

DIRECTORS’ RESPONSIBILITY IN PREPARING THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the Company’s
financial statements of the Group (the “Financial Statements”) which give
a true and fair view and are in accordance with Hong Kong Financial
Reporting Standards published by the Hong Kong Institute of Certified
Public Accountants. The Directors endeavor to ensure a balanced, clear
and understandable assessments of the Group’s performance, position
and prospects in financial reporting. Accordingly, appropriate accounting
policies are selected and applied consistently; judgments and estimates
made are prudent and reasonable.

The statement of the Company’s auditors about their reporting
responsibilities on the Financial Statements is set out in the Independent
Auditor’s Report on page 42 to page 50 of the Annual Report 2016 of the
Company.
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