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ABOUT THE REPORT

This is the first Environmental, Social and Governance Report (the
“ESG Report”) of SK Target Group Limited (the “Company”) and its
subsidiaries (collectively the “Group” or “We"). The ESG Report
summarizes the efforts and achievement made by the Group in
sustainability and social responsibility. As for the information of
corporate governance, please refer to the “Corporate Governance
Report” on pages 38 to 53 of the Annual Report of 2017.

The ESG Report focuses on the sustainability approach and
performance in the environmental and social aspects of the Group’s
headquarter and production plant in Malaysia, covering the period
from 1 June 2016 to 31 May 2017 (the “Year"). The Group will
continue to strengthen information collection in order to enhance
the environmental realm and disclosure of information on the
sustainable development.

The ESG Report was prepared in accordance with the
“Environmental, Social and Governance Reporting Guide” under
Appendix 20 of the Rules Governing the Listing of Securities on the
Growth Enterprise Market of the Stock Exchange of Hong Kong
Limited.

The engagement of our employees from different departments of the
Group helps us recognize our sustainability performance. The
diligently collected and carefully analyzed data underscores not only
the Group’s sustainable initiatives for the Year, but also the Group's
short-term and long-term sustainability strategy. The Group will
continue to increase the involvement of stakeholders via
constructive conversation with a view to charting a course for long
term prosperity.

For detailed information about the environmental, social and
corporate governance of the Group, please refer to the official
website (http://www.targetprecast.com). Your opinions will be highly
valued. If you have any advice or suggestions, please email to
enquiry@targetprecast.com.
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ABOUT US

The Group is headquartered in Malaysia and is principally engaged in
manufacturing and selling precast concrete telecommunication
junction boxes and precast concrete electrical junction boxes, which
are used mainly in telecommunication and electrical infrastructure
upgrade and expansion works as well as construction projects in
Malaysia. In comparison to traditional cast-in-situ junction boxes, a
precast one can achieve higher time effectiveness, cost efficiency
and structural specifications. Due to the aforementioned advantages,
the Group has accumulated a wide range of customers such as
infrastructure companies, construction companies, mechanical or
electrical contractors and sub-contractors in Malaysia who
participate in telecommunication or electrical infrastructure projects.
To complement our core business, the Group also trades junction
box accessories and pipes and offers mobile crane rental and
ancillary services such as uplifting services for our precast concrete
junction boxes. Thanks to the concerted efforts made by everyone in
the Group, the Group was listed on the GEM Board of the Stock
Exchange on 19 July 2017.

PROTECTING OUR ENVIRONMENT

Environmental protection is beyond dispute a collective responsibility
of all businesses given the stern environmental circumstances
nowadays. As a responsible corporation and manufacturer, the
Group has exerted itself to control emission from the production
process, in spite of the fact that manufacturing precast concrete
junction boxes generates very little air, water and noise pollution. We
comply strictly with the laws and regulations related to emission,
such as the Environmental Quality Act.
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The Group has established an environmental policy and an
environmental management system, which are unique to the
Group’s business context, aiming at preventing pollution and
minimizing environmental impacts. The major source of air pollutants
generated by the Group is the use of vehicles. To minimize the
impacts, the vehicles, during entry to and exit from our plant, are
sprayed with water to remove dusty materials. We also conduct
regular inspection on tyre pressure and ensure engines are turned
off for idling vehicles to reduce emission of pollutants. On the other
hand, the major source of wastewater is the water used for cleaning
our products. We adopt a filter system through which sand and
pellets of rock are filtered out from the wastewater and are collected
for recycling by designated contractors while wastewater enters the
municipal drainage system for proper wastewater treatment. With
regards to noise pollution, we have conducted a boundary noise
monitoring test which proved that the noise during both daytime and
nighttime around our plant was compliant with the mandatory limit
set by the Department of Environment in Malaysia.

The Group strives to handle our waste with the highest degree of
carefulness and compliance with laws, such as the Environmental
Quality Act and the Environmental Quality (Scheduled Wastes)
Regulations. To properly handle non-hazardous waste, the Group has
devised a series of procedures in an effort to avoid harmful impacts
to the environment resulted from our operation. We also recycle
scrap metals so as to minimize the amount of waste being discarded.
From our production process, minimal hazardous waste is
generated.

In our office, a plenty of measures are also implemented to reduce
waste. For instance, discarded papers such as documents and
letters without confidential information, and envelopes are collected
and sent to recycling companies. We also strive to extend the life
cycle of office stationery by reusing envelopes and refilling pens.
Besides, rechargeable batteries are chosen over disposable batteries
in the office. Toners are recycled after use to avoid hazardous
impacts to the environment.
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The Group is aware of the emergence of multifarious global
environmental issues and the associated influences on the human
society. We therefore shoulder the burden of environmental
protection and sustainability through dedicating considerable efforts
to reducing energy consumption. In order to minimize the electricity
usage and enhance the efficiency of the lighting system, we reduce
unnecessary lighting and ensure all light fixtures and lamps are
cleaned regularly.

Other than the lighting system, measures are also implemented for
more efficient operation of the air conditioning system. We conduct
leakage check on refrigerants and replace the worn-out pressure
gauges, pressure hose and connectors of air compressors to prevent
refrigerant leakage. Besides, in hot weather and on Fridays, our
employees are allowed to dress light so as to reduce the use of air
conditioning. There is also room for cutting down energy usage in
the use of other electric devices. For instance, computers and other
information and communication technology equipment are set to
automatic standby mode or switched off when not in use.

Our environmental commitment also encompasses an array of
water-saving measures such as reducing water pressure of pipes to
the lowest practical level, putting up water saving reminder label in
toilet, carrying out regular check for leakage and fixing dripping tips
in a prompt and timely manner. We also use water taps and urinal
equipment with water-efficient label to minimize water consumption.
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Climate change is the issue that dominates the world’s attention as
well as the Group’s. It is our conviction that all of us have the
obligation to take ownership of our carbon footprint. Therefore, apart
from complying with the local laws and regulations relating to
environmental protection, our dedication to cutting carbon footprint
can be reflected by a couple of measures. Logistics and
transportation is one of the major sources of greenhouse gas
emissions of the Group, we thereby optimize route planning for the
delivery of our products in order to minimize the mileage of vehicles.
We also substitute phone or video conferences for business travel as
much as possible. For unavoidable business trip, we always prefer
direct flights and economy class so as to lower our carbon footprint
from transportation.

The use of paper has long been a main source of carbon emission in
modern society, thus we endeavor to reduce paper consumption in
our office with pragmatism. We support the use of electronic means,
rather than paper-based, to disseminate information wherever
possible. Apart from setting our computers and printers as default
duplex and economic modes, notices are also placed next to printers
to remind employees to use and print on both sides of paper as well
as to reuse paper wherever possible. To minimize paper waste, we
encourage the use of reusable cutlery such as cups and chopsticks
over the disposable one.

In general, we strive to promote carbon reduction by inculcating our
staff with the emission reduction measures through email and
posters to raise their awareness about carbon reduction and
environmental protection.
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CARING ABOUT OUR EMPLOYEES

In order to provide the best working environment and protect the
rights of our employees, the Group strictly conforms with relevant
laws and regulations such as the Employment Act, Employees
Provident Fund Act, Employees’” Social Security Act and Minimum
Wages Order. Adhering to the principle of fairness, our applicants
are assessed on basis of merits and criteria regardless of his/her
gender, race or religion. As a means to avoid employing child labour,
our recruitment process also includes age verification which is an
essential step requiring newly employed staff to provide
identification documents. To prevent any form of forced labour, a job
description outlining the principal accountabilities of the employee is
attached in the letter of employment of every employee, which also
covers matters such as wages, working hours, probation period, and
requirement for notice of termination.

The Group seeks to build an elite workforce by recruiting and
promoting outstanding employees. We offer an appealing
remuneration package to our staff including salary, bonuses,
allowances and medical benefits. The salary of each employee is
determined according to his/her experience, qualifications, capability
and the prevailing market remuneration rate. Staff performance
review is also conducted regularly so as to form the basis of the
management decision with regards to salary adjustment, bonuses
and promotions. We take into consideration our staff's quality and
adequacy of work output, punctuality, initiative, attitude and
teamwork when considering salary increment and provision of
bonuses. For employees who have decided to resign, exit interview
will also be conducted in order to collect precious opinions for any
possible improvement of the Group’s policies.
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Adding to the remuneration package is an assortment of welfare
offered by the Group. In an attempt to assure our employees of
sufficient rest time, working hours are clearly defined in the letter of
employment of every employee and in compliance with relevant
laws and regulations. Our staff is subject to a corresponding
overtime salary rate for different types of overtime work. Our staff is
also entitled to a number of leaves, either statutory or non-statutory,
such as public holidays, annual leave, medical and hospitalization
leave, maternity and paternity leave, marriage leave, and
examination leave. Moreover, medical benefits, insurance and
allowance are provided to all employees in the Group. Besides that,
we also place emphasis on the work-life balance of our staff by
hosting various leisure activities, such as festive luncheons,
badminton competition and birthday celebration which allow our
employees to relax and interact.

Fostering our employees’ knowledge and skills hence their career
development has long been seen as a core strategy of the Group.
With the provision of specific training tailored to respective types of
employees’ goals and needs, we strive to create an intellectually-
stimulating environment within which employees can develop basic
skills and knowledge, if not specific talent and ability. We provide our
staff with ongoing training and development programmes which
encompass both technical and functional courses. For instance,
courses regarding essential knowledge on concrete and concrete
technology were arranged for our technical staff in an effort to
deepen their understanding of concrete hence our products and
production process. On the other hand, for accounting and financial
staff, training and conference on topics such as goods and services
tax (GST) were provided in a bid to improve the accuracy of the GST
accounting transactions, beyond compliance to the GST Act 2014.
We also offer training to the middle and top management from
different departments so as to enhance their supervisory and
management ability. As a way to encourage employees to take the
initiative in learning, we offer reimbursements to our staff who have
received relevant training and completed development programs
that pertain to their respective work positions and skills.

Our employee development strategy is more than mere provision of
training as the Group is also devoted to paving a path for employees’
career development. As mentioned, we carry out staff performance
review regularly in an attempt to provide promotion opportunities for
employees with outstanding performance. Recommendation on
training is also given to staff so as to help them step further in their
career path in the future.
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In view of the paramount importance of employees’ health and
safety, we strictly abide by the laws and regulations that are relevant
to occupational health and safety which include the Occupational
Safety and Health Act and the Workmen’s Compensation Act. To
better ensure the safety and health of our staff, we have also
established a Safety and Health Committee which is responsible for
reviewing our safety and health measures, investigating cases of
unsafe and unhealthy and coping with matters related to government
investigation. Employee representatives are appointed to the
Ccommittee and meetings are held regularly so as to keep track of all
health and safety matters.

The Group carries out a safety plan which consists of four areas. To
minimize the risk of injury, we provide personal protection
equipment such as safety shoes, gloves, spectacles, face shield and
earplugs, which cater for the needs of workers from different
departments. Safety training, which is conducted by either internal
or external parties such as the National Institute of Occupational
Safety and Health, is given to our employees before using any
machine or equipment. Programs such as toolbox talks, induction
programs, exercises, lectures and seminars are also organized to
complement each other. Apart from training and equipment
provision, we also carry out job hazard analysis on an ongoing basis
in an attempt to set down potential hazards preventive measures for
our employees to follow. Lastly, safety and health inspections are
conducted regularly to ensure all health and safety measures are
duly implemented.

In pursuit of an injury-free business environment, a fire drill, in
addition to the aforementioned safety measures, is also arranged
annually to enhance our employees’ ability in dealing with
emergency. In the Year, we have renewed the portable fire
extinguishers so as to ensure accidents can be handled with well-
functioning equipment.
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OPERATING OUR BUSINESS

To comprehensively fulfill our environmental and social
responsibility, the Group also puts effort in managing our business
operation including the supply chain. We purchase raw materials and
accessories for the manufacturing of our precast junction boxes.
When selecting suppliers, we take into account a range of criteria
including product pricing, product quality, supply capability, business
track record and the services provided by the suppliers.
Environmental performance of the suppliers is also an essential
factor affecting the Group’s decision. For example, we focus on the
chemical constituent of raw materials and consider if they are
detrimental to the health and safety of our employees or customers.

After collecting the relevant information during the selection process,
we have compiled a list of approved suppliers to facilitate periodic
review. The Group works closely and regularly with our suppliers in
order to review their background and performance as well as their
business licenses and requisite certifications. Besides, product
quality, ease of contacting and response to enquiries and complaints
are also parts of our consideration. To enhance the reliability of the
results of performance review, site Visits to our main suppliers are
also conducted to better evaluate their business performance. In
general, we aim to maintain a good relationship with suppliers with
remarkable environmental and social performance while suppliers
who fail to satisfy any of the aforementioned requirements or in
violation of the Group's policy would be excluded from the supplier
list.

As a manufacturer, we never spare ourselves in the pursuit of
excellence in product quality and we always adopt stringent and
high-standard quality control for our products and services so as to
achieve a continued success. The Group has established a quality
management system which is designed and implemented according
to requirements of the 1SO 9001:2008 Quality Management System.
While our top management is fully responsible and dedicated to the
development, implementation and continual improvement of the
quality management system, a quality control team is assigned to
oversee the quality control measures for our products and raw
materials.
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Generally, our quality management measures are carried out in
several steps. Before commencing the manufacturing of products for
our customers, the Sales Department is responsible for ensuring all
customer requirements are clearly defined so that products
specifications as required by our customers can be met. After that, a
physical inspection will be arranged for all incoming raw materials
and equipment to avoid any non-compliance with the specifications.
Upon completion of the manufacturing, our products are subject to
various quality examinations such as measuring product dimensions,
loading test and concrete hardness test. To better improve our
product quality, customers’ perception as to whether or not we meet
their requirements is determined through customer satisfaction
surveys, regular meetings or visits to customers. The results of the
aforementioned procedures will be properly documented.

In case of any non-conformance of our products, either to the
prescribed standards or the customers’ requirements, we will carry
out remedial and preventive action in response to the complaints
from our clients. Reports will also be prepared to summarize the
cases and suggest corrective actions. As a responsible manufacturer,
we always strive for zero-complaint.

As recognition of our effort in achieving high product quality, the
Group has obtained registrations from the Scientific and Industrial
Research Institute of Malaysia (SIRIM) for a certain models of our
standard precast concrete junction boxes in relation to product
quality since 2005. We have also successfully obtained the certificate
of 1ISO 9001:2008 for our quality management system applicable to
our precast concrete manholes and accessories.

Regarding customer information and data, the Group always handles
it with the highest degree of confidentiality. Instruction with respect
to confidentiality is clearly stated in the letter of employment of our
employees. In other words, employees are well noted about the
importance of protecting the privacy of our customers and the Group
even before their commencement of work. Our employees are
prohibited to reveal or capitalize on any confidential matters or
information related to their work and the Group no matter under
employment or after termination of their employment. To emphasize
the significance of privacy protection, divulging confidential
information to any third parties or outsiders without authorization is
regarded as a major misconduct and could result in disciplinary
actions
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The Group spares no effort to protect the intellectual property rights
of the Group by conforming to the relevant laws and regulations
such as the Trade Marks Act and Common Law Protection towards
Unregistered Trade Marks. We have registered our trademark in
Malaysia and all our precast concrete junction boxes are labeled with
the registered trademark to prevent any infringement of our
intellectual property rights by any parties. We respect intellectual
property rights and do not tolerate any breach of third parties’
copyrights. We also require absolute accuracy of all information on
our website and forbid any false, misleading or inaccurate statement
in any form of our marketing activities. In the Year except for the
litigation involving the Company’s subsidiaries as stated in the
Company’s announcement dated 16 October 2017, we had not
engaged in, and were not aware of, any litigation or legal
proceedings for the violation of intellectual property rights or any
material violation.

Corruption could be a source of risk that weakens a business’s
stability and hampers its development. Thus, the Group has made its
greatest effort to adhere strictly to a high standard of business
conduct. We truly believe that the business conduct of the Group
highly hinges on every employee’s conduct hence we have
formulated a code of ethics and make sure it is well communicated
to all employees in the Group.

Following the code of ethics, our employees are forbidden to
undertake any activity from which a conflict of interest of the Group
could arise. Any employee found to be in a position of conflict must
declare his interest and abstain from taking part in any decision
making process concerning that activity. Besides, we also have clear
regulations governing the receipt of gifts by employees from
customers, clients or suppliers, to deter any form of bribery.
Excessive and lavish entertainment without a clear business purpose
is strictly prohibited. For easier and clearer communication of the
meaning of the code of ethics, a list of major misconduct is also
included. For example, failure to declare interests by an employee is
deemed to have committed a major misconduct and subject to a
disciplinary action.
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CONTRIBUTING TO OUR COMMUNITY

Apart from the pursuit of business development, the Group also
exerts itself to attain its philanthropic goal through participating in
various charitable activities. Our endeavour in youth development is
exemplified by our active participation in the Charity Run to raise
funds for the relocation of a local primary school, the SIK(C) La Salle.
The Group has also played a part in the preservation of local culture
by making a charity donation to support the reconstruction of Huat
Heap Temple.
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Appendix: Content Index of ESG Reporting Guide
Mgk : CRIE - HEREARBEEIDABRSI

ESG Indicators
BE HER

ERER

A. Environment
A BE

A1: Emissions

AT HERY)

A2: Use of
Resources

A2 - BIREM

A3: The Environment

and Natural Resources

A3 RIFERAARER

Summary
Bt

General Disclosure

Information on:

(@)  thepolicies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
air and greenhouse gas emissions, discharges into
water and land, and generation of hazardous and
non-hazardous waste

—HHE

EURBERIRERBHR - mKRTHEHES BER

BEBRENMNELZN

@ mEE:R

(b) EFHETABERTENBEED KR

General Disclosure

Policies on the efficient use of resources,

including energy, water and other raw materials
—RIRE

BRFEAER(BIEER - KREMEME) HBOR

General Disclosure

Policies on minimising the issuer’s significant impact on
the environment and natural resources

—RIRE
REBITAHRERRAAERENERZENBR

Reference Sections
SZH} D

—  Pollution Treatment 3,4,6
—  Waste Management
—  Green Operation

— SR RE 3,4,6

— BUER

— HeEE

—  Energy and Water S
Conservation

—  HigEEK 5

—  Energy and Water 56
Conservation

—  Green Operation

—  HiREEK 56

— HeRE
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ESG Indicators

BiE - -HER Summary Reference Sections

ERER it 2ER5

B. Society

B.#&

B1: Employment General Disclosure - Employment and Welfare 7

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and
other benefits and welfare

B1: B —BEE — EERER 7
EBRHH R BEREA  TERE  RE - ¥E
#e - il RIERARE MRS KB

@ BEE: K
(b  EFHEHBTABERZEZEEED KRG
BB
B2: Health and Safety ~ General Disclosure —  Health and Safety 9

Information on:

(@)  thepolicies; and

()  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
providing a safe working environment and
protecting employees from occupational hazards

B2: @EHELZD —MB KRR — REaAZ? 9
BFARBZETERERREREEGEBELREL
@ mEE: R
(b  ETHETABEAZECOBEBED KR
HEH
B3: Developmentand  General Disclosure —  Training and Development 8
Training Policies on improving employees’ knowledge and skills
for discharging duties at work. Description of training
activities
B3 : & K& —MRIRE — BAIIEER 8
BRRAEERITIERENME R AR - i
BES
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ESG Indicators
B #HER

ERER

B4: Labour Standards

B4 : & T XA

B5: Supply Chain
Management

B5 : ftiEHE IR

B6: Product
Responsibility

B6: EmMELE

Summary

Bt

General Disclosure

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
preventing child and forced labour

—HHE

BAIEET R4 TH

@ BE: R

by BEBFHEHBITABEAZENEBED REAH

HER

General Disclosure

Policies on managing environmental and social risks of
the supply chain

— RN

EREEENRERTERRBCR

General Disclosure

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
health and safety, advertising, labelling and privacy
matters relating to products and services provided
and remedial measures

—MRIEE

BHMRRERNRBOHEREERZS B  BE K&

BEEU R ZEN :

@ BE: R

by BEBFEHBTABEAZENEBED REAH

HER

Reference Sections

2ER5

—  Employment and Welfare
—  EERERN

—  Supply Chain Management
—  fEEER

—  Quality Assurance

—  Protection of Customer
Data and Privacy

—  Business Ethics

— HERE
—  REZFHERLE
—  mREe
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ESG Indicators
B -HER Summary Reference Sections
EREE Bt ZER D

B7: Anti-corruption General Disclosure —  Anti-corruption 12
Information on:
(@)  the policies; and
(b)  compliance with relevant laws and regulations that
have a significant impact on the issuer relating to
bribery, extortion, fraud and money laundering

B7 - R&)S —BEE — RES 12
BEAVILLRRE 9% MEFREREN
@ BE: R
by BFEHBITABEAZENEBED REH
HER
B8: Community General Disclosure —  Contributing to Our 13
Investment Policies on community engagement to understand the community

needs of the communities where the issuer operates and
to ensure its activities take into consideration the
communities’ interests
B8 : {tRIE A —MRIREE —  BEHRE 13
BREMMER2ERTREEMEHREENBREES
EEEEELEREABR
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