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Introduction and Scope of ESG Report

For the year ended 31 December 2016, MEIGU Technology
Holding Group Limited (the “Company”, and together with
its subsidiaries referred to as the “Group”) has prepared the
first Environmental, Social and Governance (“ESG”) report of
the Group in accordance with the Environmental, Social and
Governance Reporting Guide (the “ESG Guide”) as set out in
Appendix 20 to the Rules Governing the Listing of Securities
on the Growth Enterprise Market of the Stock Exchange of
Hong Kong Limited (“GEM Listing Rule”). The Board has
reviewed and approved the report and is pleased to present
the performance and progress on the environmental, social
and governance of the Group for the year ended 31
December 2016.

The ESG report of the Group has been presented into two
subject areas, namely environmental area and social area,
and each subject area has various aspects to disclose the
relevant policies and the status of compliance with relevant
laws and regulations as addressed by the ESG Guide. Being
the first ESG report of the Group, it would mainly present
the Group’s policies, initiatives and performance for the
subject areas. The chart below shows the summary of the
ESG matters that are found to be material for the Group and
relevant ESG Guide:

ESG Guide
ESG $83|

A. Environmental 315
A.1 Emissions HEBU4

A.2 Use of resources &5 {5
A.3 Environment and natural resources
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B. Social €&

B.1 Employment {g{%

B.2 Health and safety {25 & &4

B.3 Development and training S & & 5%l
B.4 Labour standards &5 T #H|

B.5 Supply chain management it fE 5 7
B.6 Product responsibility 2 f B AE

B.7 Anti-corruption JZ J& B

B.8 Community investment & A
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ESG issues relevant to the Group
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Carbon dioxide, Volatile Organic Compounds (“VOCs”) and
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Measures in reducing environmental impact
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Labour practices 25 T.1&4
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Child labour and forced labor Z 1. J 5845 T.
Supplier management & 5 & ¥
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The information of the Group

The Group is engaged in the research and development,
production and sales of a variety of fibreglass reinforced

plastic (“FRP’’) products.

A. Environmental
A.1 Emissions
Carbon dioxide

The Group is engaged in manufacturing and sales of
various FRP products including (i) FRP Grating products
used for municipal engineering and sewage treatment
plants; (ii) United States Coast Guard (“USCG”) Approved
Phenolic Grating products used for offshore platform and
shipyard; (iii) FRP subway evacuation platform products;
and (iv) Epoxy wedge strip products for wind power
products. During the manufacturing process, the Group
would consume electricity for lighting the manufacturing
operation and powering the equipment and machinery.
carbon dioxide or greenhouse gas would be indirectly
produced when the Group consumes electricity. The
Group has implemented the policies to mitigate the
adverse effect of carbon dioxide emission as follows:

e  The manufacturing base has been designed to
have more windows for more natural light and
used less electronic light;

e The manufacturing base has single-storey
building with higher roof to increase the space
and to reduce the use of fan or air-conditioner;

e The office light and office equipment would be
turned off during the luncheon rest time; and

e The warehouse which store dangerous goods
would always be locked and lights are switched
off when the warehouse is closed.

Emission of VOCs

FRP is a new material which is produced by a mix of
several raw materials including glass fibre, resins and
other chemical materials. During the manufacturing
process, the Group would also release VOCs which
emits from i) styrene - a volatile component of
polyester resin and gelcoat; and ii) acetone - a solvent
used for cleaning tools and other surfaces
contaminated with resin. Since the emission of VOCs
are harmful to the environment and the Group has

established the facilities and policies to mitigate the
adverse effect of the emission as follows:
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. Maintain an active carbon absorption
system in specific manufacturing processes
to absorb the emission of VOCs;

. The manufacturing base has single-storey
building with higher roof to increase the
space for diluting the emission of VOCs into
the air;

. Install a number of industrial fans in certain
manufacturing processes to improve the air
quality of the manufacturing base; and

. The major VOCs emission source of the
Group comes from colouring process. Staff
is not allowed to enter into the coating
room during the natural drying procedure
of colour coating to avoid excess inhalation
of volatile gases.

Waste management

The Group would produce waste materials such as waste
raw materials, packaging materials, waste products and
other wastes during the manufacture process. The above
environmental wastes, which would pollute the land,
would be disposed by the Group to an independent
qualified waste collection and disposal services provider.

The Group has established policy to improve the
manufacturing efficiency and reduce errors productions to
reduce the land contamination. The Group will continue
looking for ways to reduce carbon dioxide, VOCs emissions
and land contamination through measures such as:

e  Reduction of VOCs emissions through using low-
styrene emissions resins; and

e  Efficient usage of raw materials monitoring
through better processing control.

The Group has constantly kept up-to-date the local
legislations and standards for environmental protection. In
the year ended 31 December 2016, the Group has
complied with applicable environmental laws and
regulations such as Environmental Protection Law of the
People’s Republic of China { HHZE A B 1 R 35 5 e
7£ ) , Prevention and Control of Atmospheric Pollution
Law of the People’s Republic of China { rPEE A 3t Fl1[E

KETTHG)A7E) and Regulations on Urban Drainage
and Sewage Treatment (IRFEHE/KELS/KEEEEEG]) .
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Overall, the management considers that the FRP products
feature an environmentally friendly production process
due to (i) the ease and availability of raw materials
compared with wood resources that are considered as
non-renewable mainly because of the long replant cycle;
and (i) the lower energy consumption during the
production process compared with steel, timber or
aluminum. Therefore, FRP has been increasingly used as
an alternative to metals in aggressive environment to
reduce maintenance costs. In addition, FRP is
characterized by its relatively environmental friendliness
and sustainability than other plastics as the latter would
easily break down and disperse into the environment.

A.2 Use of resources
Energy and water consumption

The resources that the Group used consist of water
consumption, electricity and raw materials. The main
ingredients of the materials used contain glass fibre yarn,
o-benzene resin, aluminum hydroxide, calcium carbonate,
quartz sand and styrene. The management has established
the following policies for the efficient use of resources
during production to reduce wastes:

e  Optimal schedule of production for a more
efficient  energy  consumption in the
manufacturing process which includes spreading
fiberglass into mold, pressing, heating and
cooling process;

e Reduce the usage of raw materials and
consumption of electricity such as limiting the
usage for lights and air conditioning; and

e  Test more environmental friendly raw materials
and explore ways to reduce the use of resources
so as to contribute its part for environmental
protection.

A.3 Environment and natural resources
Measures in reducing environmental impact

The production of FRP has less impact to environment
compared to steel, timber or aluminum. However, for
further reduction on the environmental impact and use of
natural resources, the Group would continue to make
assessment for better alternatives for the use of raw
materials that provide similar or better qualities.
Meanwhile, the Group’s policy objective is to maintain the
balance between operation efficiency and resource

consumption. It would allow the Group to have better
production without overuse of resources.
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B. Social
B.1 Employment
Labour practices

A good workplace practice attributes from being free from
discrimination and equal opportunities for all despite of
age, gender, race, colour, sexual orientation, disability or
marital status to increase employee satisfaction. To ensure
an equal and fair working environment, the Group adopts
practices and policies of Labour Law of the People’s
Republic of China ( 7 #E A EEHLFfIER %5 &)%) , Labour
Contract Law of People’s Republic of China ( % A &4t
il 2 @ & [8 /& ) and other relevant laws and
regulations.

Employment contract specifies the terms including
compensation and dismissal, working hours, rest periods
and other benefits and welfare for staff. Staff handbook
also highlights important information of policies on
compensation, employee benefits, rights on termination,
business conduct and leave benefits.

Social activities such as annual dinner, team building and
other social events are organized for employees to
participate to increase their work-life balance and enhance
the relationship with employees. Accommodation and
meals are also provided for the employees.

B. &
B. 1 {&/%
ZTIER

B TAEGATER N i de, e, Mk, §a,
B, BRI, EAN 2R P e,
ZREETINEE, AERAPEEM TR, A48
B PR afy<< 3 N IR B S Bhik>>, << 3 ARILA
(3 55 Bl A TR By oAt A BRVR A B 2> (50 A BB s -

ZEhE FERE TR TR E AR TR RS
SrEAfrE. QTFMHERE T HAHERER. R THE
HL AUEHE. FSEAT RAVR AR M BRI E 25 R

ik B T2 IAEREHE S B R E A A s B S 5L
BTN TAR SR )P R e st B TR R, A
EEJRA A TRAMEE g,

Gender Ratio For The Year Ended 31 December 2016
#HE20164F12 H31H 1k S B LB

70%

30%

B Female 14 ®m Male 3%




B.2 Health and Safety
Workplace health and safety

Protecting employee’s occupational health and safety is
critical for the Group. The Group complies with the Labour
Law of the People’s Republic of China (13 A B HLF1[E]
EL @4 ) with respect to occupational safety and health
and other applicable regulations for a healthy and
comfortable working environment. As there is a high
concentration of chemicals in the workplace, fire
prevention protection for manufacturing facilities
including fire-fighting equipment such as fire extinguisher
and fire detection equipment are equipped and checked
regularly to prevent any fire outbreak. Staff also
participate in regular fire drill and smoking is prohibited in
all areas. For the year ended 31 December 2016, the
Group has reported zero work related fatalities and work
injuries.

B.3 Development and Training
Employee development and training

Keeping employees trained is part of a fundamental role in
business growth. The Group encourages employees for
continuous development and improves their skill set
through training. The Group provided various internal and
external trainings for developing the workforce, including
orientation and on-board trainings for new staff so as for
them to adapt to the operation of the Group efficiently
and strengthen the skill and knowledge required at work.
There are also regular annual appraisals to access staff
performance with their supervisors.

B.4 Labour Standards
Child labour and forced labor

Under the Labour Contract Law of the People’s Republic of
China (¥ A RIS & EZ) , child labour and
forced labour is strictly forbidden at all times. Any
individuals hired under legal working age and without any
identification =~ documents are  disqualified from
employment. It is the Group’s policy to disqualify the
person from employment if he or she is found to be hired
against the requirements of the Labour Contract Law. For
the year ended 31 December 2016, there was no labour
dispute in the Group.
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B.5 Supply Chain Management
Supplier management

The Group places quality and safety as priorities and is
committed to reach the standard of safety and quality of
its products. A quality supply chain has been set up to
ensure high quality products for customers. The Group’s
policy on the supply chain management is as follows:

e  Great emphasis is placed on the communication
and relationship with the suppliers towards
sustainable development;

e Assessment on the environmental and social
risks of the supply chain is carried out regularly;
and

e  Suppliers are urged to take measures to reduce
their environmental and social risks.

B.6 Product Responsibility
Product safety and quality

Policies the Group has adopted to ensure customer
satisfaction and product quality include the ability to
exchange defected products, checking the materials
before production and returning any defected materials to
the suppliers immediately. Before products leaving the
warehouse, there is another inspection for quality. There
is also a one-year warranty provided for the customers.
For the year ended 31 December 2016, no products were
returned due to safety or quality problems nor any
complaint received from customers. The Group’s products
are in full compliance with Product Quality Law of the
People's Republic of China ( ¥ A\ RIFIEE wE &
)

B.7 Anti-Corruption
Anti-corruption and money laundering

A system with good moral integrity and anti-corruption
mechanism is the cornerstone for a sustainable and
healthy development of the Group and therefore, the
Group is committed to the compliance with Criminal Law
of the People’s Republic of China { HA¥E A ERELFIERAE )
and the Anti-Unfair Competition Law of the People’s
Republic of China (H13: A RIEFMBIR A IEE B FE)

and other relevant laws and regulations. To maintain high
standard in our business integrity there is no tolerance
towards any corruption, fraud, money laundering, bribery

and extortion. For the year ended 31 December 2016, no
such events took place in the Group.
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B.8 Community investment

Community involvement

For the continuous effort in giving back to the society, the
Group would seek for opportunities to get involved in
various community programs. The Group’s approach
towards community involvement is as follows:

e The Group would fulfill corporate social
responsibility through the sustainable
development strategy to expand its efforts in the
areas of charity work;

e Assessment will be taken on how to give
business activities to the interests of community;
and

e The Group is committed to provide career
opportunities to the locals and promote the
development of the community’s economy.
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