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INTRODUCTION

As an investment holding company, Global Strategic Group Limited (referred
to as the “Group”) core business operations are trading commodities, and
supply of natural gas and pipeline installation in Hong Kong and the People
of Republic China (referred to as the “PRC”). The Group is committed to
building an environmentally-friendly corporation while maintaining high
quality standards in our service and operations. The Group considers
social and environmental responsibilities as one of the core values in our
business operations, we strive for greater sustainability and transparency,
as well as to deliver service that foster a sustainable environment for future
generation.

This report summarizes several subjects of the Group’s business practices
for the ESG and its relevant implemented policies and strategies in relation
to the Group’s operational practices and environmental protection.

The Reporting Period of this report is for the period commenced from
1 January 2017 and ended on 31 December 2017 (“FY 2017” or the
“Reporting Period”).

REPORTING FRAMEWORK

This report follows the ESG reporting Guide, as set out in Appendix 20 to
GEM Board Listing Rules of the Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

REPORTING SCOPE

The report content is focused solely on the Group’s headquarter office
in Hong Kong and its main subsidiary office in Yichang, the PRC, unless
stated otherwise. As the operation in one of our subsidiary office —
Shenzhen, is relatively minor compared to the operations in Hong Kong and
Yichang, it does not represent any significant impacts on the environment,
thus its emission information will not be disclosed in this report.
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OUR STAKEHOLDERS

We believe that understanding the views of our stakeholders lays a
solid foundation to the long-term growth and success of the Group. We
develop multiple channels to a broad spectrum of stakeholders in order
to understand their views on our sustainability performance and future
strategies. The information collected through different communication
processes serves as an underlying basis for the structure of this ESG
Report.

Stakeholder Groups Engagement channels

B4 EAR BERE

Investors Annual report, annual general meetings,
corporate website, director
communication

wEE FWw -BRRAFAE - AE)4H -
EEBA

Customers Direct communication and emails,
complaint hotlines, opinion boxes,
customer surveys

s EREBRER HRFRE ERME-
BEFPAS

Employees Interviews, trainings, internal memos

== E# B REbE = 8%

KRN FDE

BABEE ZESNENERAINASAEEERE
BERRENKINETREER - RFAS TR BRI
ERRSBEE EMABTREHRMNAFHE
ERARRMARRENER BB TREREAW
SHNEHRARE HEREREBOEMME -

Possible concerned issue

ARERE SR

Business strategies and financial performance,
corporate governance, business sustainability

EBRBERYHRR  RFER "
EBARKEEERER

Service quality, Timely service, customers
security, privacy protection

REEE RERS FEFLE2 LERE

Rights and benefits, employee compensation,
training and development, work hours,
occupational health and safety

BEMEFNZ EEMS BIREE T
BEEEREkLD

Suppliers and business partners

HEE LR

Government

1245

Local community

R4t &

Business meetings, tender

EBas RE

Tax return

B

Developing community activities,
employee voluntary activities,
donations and sponsorships

AEtRES EEETEH-
BEIED

Fulfillment of promises, payment schedule
A BT KRG E

Compliance to the law and regulations,
Fulfillment of tax obligation
BFER BIOIMBEE

Business ethics, fair employment opportunities,
collaborative development, environmental
protection

BREE AVERES SFEER-
RIRRE
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MATERIALITY ASSESSMENT

Key topics Key topics
Air emission 10 Training and development
2 Greenhouse gas emission 11 Respect to human rights
3 Use of water resources 12 Suppliers’ and business
partners’ CSR performance
4 Use of energy 13 Customers’ health and security
5 Use of paper 14 Service quality and customers
satisfaction
6 Operational impacts to 15 Protection of intellectual
environment property rights
7 Employment practice 16 Protection of customers
privacy
8 Equality and diversity in 17 Anti-corruption
workplace
9 Occupational health 18 Community support
and safety

Based on the information collected the information collected from our
stakeholders and our assessments of their importance on business, we identify
the areas being concerned most by both our stakeholders and us as follows:
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MATERIALITY ASSESSMENT (continued)

Based on the assessment, the following topics have the highest materiality
impact to both our business and to stakeholders.

Number Topics

2 Greenhouse gas emission

4 Use of energy

9 Occupational health and safety

10 Training and development

11 Respect to human rights

12 Suppliers’ and business partners’ CSR performance
13 Customers’ health and security

14 Service quality and customers satisfaction

16 Protection of customers privacy

These areas will become the leading priorities in our ESG strategy. We
believe that they will contribute significantly to our sustainable development
in the long term basis.

ENVIRONMENTAL RESPONSIBILITY

The Group is aware of the indirect environmental impact created from the
operation of our working office and branches, thus the Group encourages
our staff to not just think green, but also act green.

The Group is committed to provide quality services to our client in a manner
that minimizes our potential adverse impact on the environment and
preserve natural resources.

Due to the nature of our business, our commitment to the environment
focuses on the conservation of energy, minimizing the use of paper and the
reduction of waste by recycling.
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ENVIRONMENTAL RESPONSIBILITY (Continuea)

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”,

“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 Protection and Management of
Construction Projects”

The following are the steps that the Group takes to manage significant

impacts of activities on the environment and natural resources:

|dentify main content and objective of the project

Set up an environmental management team to monitor resources
consumption

Assess on whether monitoring results meet with the relevant
requirement standard

Establish environmental plan and estimate amount and percentage of
target goal

Conclude the environmental impact, measures to control total
emission and improvements
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ENVIRONMENTAL RESPONSIBILITY (Continued)
Aspect A.1: Emissions

Since the Group is a service sector business that does not involve any
production process, we do not have any gaseous fuel consumption nor
generate any significant hazardous waste in FY 2017.

The Group has formulated the following policies and measures of
environmental protection management with an aim to reduce the
environmental impact:

Air Emission

The Group strives to improve the air quality at the roadside and improve
traffic flow problem. We encourage our employees to use public
transportation to replace many separate emission-producing vehicles with
few transit vehicles that generally emit less pollution on a per person basis.

During the Reporting Period, we have established assessment on whether
air monitoring results meet with the requirement of the “Ambient Air Quality
Standards”.

The air emission generated from the Group’s use of three vehicles is 218
g of Sulphur Oxides (SOx), 135 g of Nitrogen Oxide (NOx), and 10 g of
Particulate Matter (PM).

Greenhouse Gas Emission

The Group’s main business carbon footprint is the greenhouse gas
emission from vehicles, the use of electricity and, such as lighting system,
air-conditioning, computers, printers and other office equipment, business
travel and paper waste. The Group does not engage in any discharges of
wastes into water and land or generate significant amount of hazardous
wastes.
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ENVIRONMENTAL RESPONSIBILITY (Continued) REEFE®
Aspect A.1: Emissions (Continued) BEAA By (&)
Greenhouse Gas Emission (Continued) BERBHM (E)
The following represents the Group’s greenhouse gas emission in FY 17. UNTAREER-_ZE—+tHFMNEZEREBHN-
FY 17 COze
Emission Total Emission
Emission Sources (in tonnes) (in percentage)
—E—tHE
—EitEEHNR 48 HE Bk
BERIR (W) (BEA )
Scope 1 Direct Emission EEAEEZEHER
Vehicles B 41 26%
Scope 2 Indirect Emission 0 E 2/ Bk
Purchased Electricity BEE 113.05 72%
Scope 3 Other Indirect Emission &7 E3H fih B B HE K
Business Travel 2= 0.18 0%
Paper Waste BRRE 3.37 2%
Subtotal INET €55 2%
Total #at 157.6 100%
Unit Intensity
Emission Intensity BRRE B BE
Total CO2e Emission per employee BUEEN-—StREELIHHKE tonnes/employee 3.75
W, EE
The Group’s total staff number is 42. REEREEBEAI2A -
During the Reporting Period, the Group had 157.6 tonnes of carbon dioxide R ¥REH  NEB KL 2 BENE A157.60 — A1t
equivalent greenhouse gases (mainly carbon dioxide, methane and nitrous  fix & 28 = & 5 (IE% afix k-4t
oxide) emitted from the Group’s operation. The annual emission intensity is &) - FHWERE AR EI. 75 — AL E S -

3.75 tCOze/per employee.
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ENVIRONMENTAL RESPONSIBILITY (Continued)
Aspect A.1: Emissions (Continued)
Greenhouse Gas Emission (Continued)

Our employees are regularly being reminded to protect our environment
through varies of channel, including emails, notices and promotion slogan.
All departments 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.

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. The
Chemical Oxygen Demand (COD), Biological Oxygen Demand (BODS),
suspended solids (SS) and ammonium (NHa) level of sewage after treatment
meet the grade 1 emission standard of “Integrated Wastewater Discharge
Standard” (GB8978-1996).

Hazardous Waste

In the course of operation and production, the Group does not generate
any significant hazardous 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.
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ENVIRONMENTAL RESPONSIBILITY (Continuea)

Aspect A.1: Emissions (Continued)
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. During the Reporting Period, the Group has produced 0.32
tonnes of non-hazardous waste, compared to last year, there was 3.18
tonnes decrease of non-hazardous waste generated. All non-hazardous
waste is handled over for the centralized management by service providers
recognized by the government.

Measures to reduce the use of energy and other resources, to minimize the
use of paper and to better management waste are discussed below under
Aspect A2 and A3 of the ESG Guide.

Aspect A.2 Use of Resources

Our total energy consumption comparison between the financial year of
2016 and the financial year of 2017 is as follows:

RBEE (&)
BEAA: Hxm (&)
FEZHEEY

EEEENFEEREN I BOEREARAE
BEANERY  EOEEE 2 RENAYL
o R ERPY - 7 8 B A A RS S R S 10.320F
B4 4F [ BRI » T2 A O 2 AR S M3, 18
P A B 004 AR T MR $R A 1T
g -

RERR L2 RERESIEEA2KRAS T X
B B RE TR K EAth B R A9 FE M - LA AS A oR (% R RR
ERENEFHEIRREEY) -

EBEEA2FERAER

BAMEREREENR —F
FERELLBREINWT

—NMBRFER-_FT—+

FY 16 FY 17
Consumption Consumption Difference
Type of Energy BERYE A 168 FHIEE 170 FEHEE =8
Main Electricity FEN 121,616 115,761 (5,855)
kWh T & i kWh F & fs kWh F & &5
Gasoline V5 16,499 litres Ft+ 11,488 litres F+ (5,011) litres Ft
Diesel 5e0m 2,450 litres F+ 3,068 litres 7+ 618 litres F+

Despite there was an increase of 618 litres of diesel consumption compared
to last financial year, the Group has diminished the amount of electricity
and gasoline consumption in FY 17, which are 5,855 kWh and 5,011 litres
decrease of consumption respectively.

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

BEFRL  BRELLHIHESEN618T BAEE
MN-ZE—LBFERDTE LM EESE £
EE D Rk 5,855T R B 55,0117+ °

AEBEREBHREPFERAENBEFBRRE A
BREBMNAER - ERABESMITEREH I
RERZEERFEREE SBEREMERERE
REUWAMA - MR HRENEEEE -
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ENVIRONMENTAL RESPONSIBILITY (continued)
A.3 The Environment and Natural Resources
Electricity

The Group operations generated green house gases indirectly by electricity
consumed to power our facilities. The Group has committed to minimize our
energy usage. The commitments are driven by our energy saving intuition.
The Group has implemented the following measurements at the workplace
and all of our employees have obligation to follow:

° Turn off the light and air conditioner when leaving the company.
° Every computer was set to power saving mode, if computers did not
detect any movement for 20 mins, monitor will be shut down to save

energy.

° Every electronics facilities will be turned off or switched to energy
saving mode when they are not in use.

o Energy efficient lightings and cooling system were installed across all
our offices and branches.

o Continually upgrade its computer equipment, servers, and monitors to
energy efficient models.

Water Conservation
Since the Group is a service sector company, thus our businesses do not

involve high water consumption. Our main source of water usage comes
from toilet flushing, washing and canteen.
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ENVIRONMENTAL RESPONSIBILITY (Continuea)

A.3 The Environment and Natural Resources (Continued)
Water Conservation (Continued)

The Group is committed to manage water usage across the offices, and
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

° Energy saving education to relevant department on a regular basis
and enhancement of staff awareness towards water conservation

° Posting of water saving notices in public toilets
° Regular pipeline inspection to prevent leakage

Our headquarter office in Hong Kong operates in a leased premise for
which both the water supply and discharge are solely controlled by the
building management of the leased premises. Therefore, the provisions of
water withdrawal and discharge data or sub-meter from Hong Kong are not
available for disclosure.

During the Reporting Period, water consumption from the Group’s office in
Yichang is 156 tonnes and its intensity is 5.57 tonnes/employee.
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ENVIRONMENTAL RESPONSIBILITY (Continued)
A.3 The Environment and Natural Resources (Continued)
Paper Reduction

Consumption of paper significantly draws negative impact to our world.
Voluminous paper consumption leads to deforestation. Serious efforts
are needed to ensure that the environment is protected. With the aim of
minimizing the impact of our business operation on the environment, the
Group implements measures for environmental protection that minimize
our paper usage at our office. The Group strives to use paper in the most
efficient way and make it convenient for staff and clients to do so. The
Group provides paperless billing options for clients, and has imposed
eco printing modes for staff. We encourage our staff to use electronic
communications for directories, forms, reports and storage when possible.
Lastly, the Group recycles paper, carton box and envelope we have used,
including all non-confidential documents from the Group.

During the Reporting Period, the Group’s total paper consumption is 702
kg and its intensity is 16.7 kg/per employee.

Waste Management

The waste produced by the Group’s operation is mainly generated in the
daily life and by the operation of the office, including paper, plastic, glass,
and kitchen waste. The Group assigned an administrative staff to manage
and transport the wastes and recyclables for both Garbage and Recycled
Waste pick-ups.
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ENVIRONMENTAL RESPONSIBILITY (Continuea)

A.3 The Environment and Natural Resources (Continued)
Waste Management (Continued)
The staff’s duty includes but not limited to the following:

° Organizing and maintaining the garbage and recycled waste holding
areas.

° Placing appropriate signage on walls and bins, stating what type of
waste or recyclable should be placed in the bin.

° Collecting all used ink-jet cartridges for recycling.

° Sorting recycled waste into appropriate receptacles, informing
employees on sorting methods if needed.

° Additional to the administrative staff’s duty, our employees are also
encouraged to maximize lifespan of office stationary, such as reusing
the pen shafts by using refills instead of throwing away the whole
ballpoint pens.

SOCIAL RESPONSIBILITY

The Group believes building strong and lasting relationship with our
employees and suppliers is essential to our on-going commitment as a
socially responsible miner. Besides, maintaining an honest and authentic
dialogue is indispensable to be a responsible organization and partner to
our stakeholders.
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SOCIAL RESPONSIBILITY (continued)

Aspect B1: Employment and Remuneration Policies

Employees of the Group are remunerated at a competitive level and are
rewarded according to their performance and experience. The promotion
and remuneration of the Group’s employees are subject to review regularly.
Employees are entitled to Group Medical Insurance Scheme with AIA
International Limited, Mandatory Provident Fund Scheme with BOCI-
Prudential, Share Options and Share Award Schemes, transportation
allowance, discretionary bonus and various types of paid leave (marriage,
study and examination, jury service, maternity and consolation) in addition
to annual leave and sick leave. Details are set out in the Employee
Handbook, to ensure transparency of information on the employees’
responsibilities and rights.

The Group’s essential policies and procedures are also included in the
Employee Handbook which is reviewed and updated regularly. The Group
discourages and disallows any behavior that violates the regulations under
the Employee Handbook. Offenders will receive warning, and the group
has the right to terminate employment contract with offenders for serious
violations. During the Reporting Period, the Group did not find significant
violations of laws and regulation relating to human resources.

Employment

The Group is an equal opportunity employer and does not discriminate
on the basis of personal characteristics, gender or age. We establish and
implement policies that promote a harmony and respectful workplace. The
Employee Handbook outlining the terms and conditions of employment,
expectation for employees’ code of conducts and behaviors, and
employees’ rights and benefits.

The Group offers entertainment facilities for employees’ use and regularly
organizes activities to foster their communication and interaction. We also
set up online public message group for staff to exchange ideas.
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SOCIAL RESPONSIBILITY (continued)

Aspect B1: Employment and Remuneration Policies (Continued)
Employment (Continueq)

With the aim of ensuring fair and equal protection for all employees, the
Group has zero tolerance on sexual harassment or abuse in the workplace
in any form, which is a violation of the Hong Kong and the PRC laws.

The Human Resources Department conducts a comprehensive recruitment
review process to ensure that the data provided by the candidates are
accurate. The Group’s recruitment and promotion process are carried out
in a fair and open manner for all employees; employees are recognized and
rewarded by their contribution, work performance and skills, and outcomes
will not be affected by any discrimination on the grounds of age, sex,
physical or mental health status, marital status, family status, race, skin
color, nationality, religion, political affiliation and sexual orientation and other

factors.

The Group strictly prohibits the employment of children or forced labor
and sets out the policies in our labor code to eradicate child labor, juvenile
workers and forced labor.

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

Aspect B2: Health and Safety

The Group prides itself on providing a safe, effective and congenial work
environment as the Group believes that employees are the valuable assets
of an enterprise and regards human resources as its corporate wealth.
The Group works hard to provide a safe, healthy and comfortable working
environment and has complied with the Labor Law and other applicable
regulations.
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SOCIAL RESPONSIBILITY (Continued)
Aspect B2: Health and Safety (Continued)

The Group also has assigned a responsible person in the Administration
Department to identify any actual and potential hazards and risks to
each individual and work towards safe and hygienic work environment,
and to ensure that office and work environment is in line with or higher
than requirements of relevant laws. Our building management office has
also arranged rescue, fire and evacuation drills to improve staff safety
awareness; and employees are expected to comply with the policies and
procedures, and cooperate in all safety trainings.

During the Reporting Period, the Group did not find any case of violations
of laws and regulations in relation to the health and safety of the workplace,
and neither work-related fatalities nor work injury was noted.

Aspect B3: Development and Training

The Group regards our staff as the most important asset and resource
as they help to sustain its core values and culture. To maintain the best
people in our operation, the Group offers reimbursement of course fee
to the employees to encourage them to study and to take any relevant
examinations. Study leave and red packet money are also given to motivate
our employees.

The Group is committed to providing 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. We
also encourage staff exchange and job rotation between department which
collectively serves as a platform to encourage staff to develop potential and
self-improvement.
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SOCAIL RESPONSIBILITY (continued)

Aspect B3: Development and Training (Continued)

In addition, on-the-job training and off-the-job seminars facilitated by the
management of the Group will be held from time to time. Such session
will usually provide a detailed explanation and discussion of technical
knowledge encountered by our staff in recent transactions. The Group
highly encourages our staff to attend internal training courses to develop
personal skills and expand their knowledge.

The Group’s employees are highly encouraged to attend outside talks and
seminars to enrich their knowledge in discharging their duties. The Group
provides allowance and permission to all professional staffs to attend
seminars and training organized by professional bodies in Hong Kong and
the PRC.

Aspect B4: Labor Standard

The Group established and implemented a “Human Resources Manual”
which contains policies relating to relevant labor laws, regulations and
industry practices, covering areas such as compensation, dismissal,
promotion, working hours, dismissal, recruitment, rest periods, diversity and

other benefits and welfare.

In addition, the Company strives to ensure an equal and fair working
environment. The Group has strictly complied with the Labor Ordinance and
does not tolerate any form of sexual harassment, harassment and abuse in
the workplace, which is a violation of the employment law in Hong Kong.

The prohibition of child labor and forced labor practices are also set in
accordance with all relevant laws and regulations that applied in Hong
Kong. Before hiring any job applicant, our Human Resources Department
will verify their age by checking their documents that prove the age of
applicant and ensure that the applicant’s look is consistent with the
photograph on the identification card.

During the Reporting Period, no violation regarding the age of employment
and labor dispute has occurred between the Group and employees.

e85F®)

EEB3 : & KIFI (&)

IS - AN SR 18 3R E 4 B e A B IR B S BE BT AT 2
BARRIT ZEE@RBRERRMETALHAR

ZFHRBIHNRMABETHABRENTw - NEE
SESEEI2MABEINIRIE BREAKEE
158 = 08k o

BNEESBHEER IS M HERATHE @
EREHEEAHS AEEAMEEEA TRICE
REREFA MBS R AN S EREEROHT
58RI

[EEB4 : & E) %8

AEEHERATIANERFM] - AAEFEE
BENER ROIMITREOEEK REREP R MH
B fE B TESHE BE B8 BB 2T
1t R B Al F a5 R AR A

SN ARB SN ERERFFEFAENTERRE - A
SECHEBETS AP BERTERRIIES
PrEEmBLEBRFENNEMEAERERE

o

BATERBEBERBENLDERIELEBET R
SRS BRI ME - N ER B EH B AR &AM
B D B R BB i 2 v 78 B B 55 A SR IR B9 I - A
BEHEFR YHRAFEABRESNHIE LORA —
B o

RBESHE AREREEZRYRELRERESF
RSB THFRMMMNERSE



18 GLOBAL STRATEGIC GROUP LIMITED BHEKEBAR L T

BRI - B RERBE

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2017 B - @ R ER R &

Environmental, Social and Governance Report

OPERATING POLICIES

The Group has incorporated an Operation Manual to set out the general
compliance related practice and procedures for the conduct of business of
the Group. The manual is subject to review and amendments by the Board
from time to time.

Aspect B5: Supply Chain Management

In the selection of suppliers, the procurement department not only takes
into account the quality, price and commercial consideration, but also
includes their environmental and social commitment 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 constructions 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 organized safety
inspections and equipped their staff with the appropriate safety awareness
and skills.

In addition, to integrate the environmental vision into the procurement
of office supplies; the Group avoids disposable products and chooses
suppliers who provide durable products with less packaging materials,
and priority is given to environmentally friendly products, such as refillable
ballpoint pens and mechanical pencils, and environmental paper, so as to
raise their awareness of sustainable development.

Aspect B6: Product and Service Responsibility

The Group is committed to provide 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.
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OPERATING POLICIES (continued)

Aspect B6: Product and Service Responsibility (Continued)

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.

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

Customer Information

The Group collects and use customer information in a responsible and non-
discriminatory manner by restricting the use of the customer information
to purposes consistent with those identified in our contract. The Group’s
employees are taught to handle customers’ personal data with care, and
they may get information about the customer only when there is a good
reason to do so.

During the Reporting Period, the Group has proactively taken steps to make
our computer database secured and to safeguard the information we have
about the customer.

Public Interest and Accountability

The Group ensures our services are conducted in a manner consistent with
the highest ethical standards. This helps ensure high products quality at all
times to gain the confidences of customers and the public.

During the Reporting Period, the Group did not receive any complaints in
regards to our services, and we strive to continuing provide high quality
service in the most ethical manner.
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OPERATING POLICIES (continued)

Aspect B7: Anti-corruption and Anti-Money Laundering

The Group is committed to achieving and maintaining the highest standards
of openness, probity and accountability. Employees at all levels are
expected to conduct themselves with integrity, impartiality and honesty. It
is every employee’s responsibility and it is all interest of the company to
ensure that any inappropriate behavior or organizational malpractice that
compromises the interest of the shareholders, investors, customers and the
wider public does not occur.

The Group has adopted Code of Ethics in the Group’s Employee Handbook
and Operation Manual that includes provisions for conflicts of interest,
privacy and confidentiality of information, due diligence, bribery and anti-
corruption. Whistle-blowing policy is implemented to encourage employees
and others who have serious concerns about any aspect of the council’s
work to come forward and voice those suspected misconduct, illegal acts
or failure to act. Employees who breach anti-corruption policy will face
disciplinary action, which could result in dismissal for serious misconduct.

During the Reporting Period, no litigation regarding bribery has been
instituted against the Group and its staff.

Aspect B8: Community Investment

As a corporate citizen, the Group is committed to participate in the
community events to the improvement of community well-being and social
services. The Group believes that by encouraging staff to participate in a
wide range of charitable events, concerns for the community will be raised
and boosted, which would inspire more people to take part in serving the
community.

During the Reporting Period, the Group has cooperated a project with
Chinese Military Culture Society and donated RMB500,000 in the “Military
Culture” project, in hopes of bringing innovation and developments in
advanced military culture in China and serve the revolution, modernization
and standardization of national defense and the armed forces.
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SUSTAINABILITY

The Group understands the importance of achieving economic,
environmental and social sustainability for the long term success of our
business. Our sustainability guidelines lay out our principles and actions
for managing and performing ethically and sustainably, throughout our
operational flow. The Group will continue to deliver safe and quality
services served by our enthusiastic team members, without endangering
the environment. We will also continue to provide hearty service to our
customers and contribute back to the community.
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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 2017.

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 GEM Listing Rules

in the year ended 31 December 2017.
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the required standard of dealing set out in
Rules 5.48 to 5.67 of 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
2017.

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 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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BOARD OF DIRECTORS (continued) EEg(w)

During the year ended 31 December 2017, the Board's composition and REZ-Z—+F+-_F=+—"HLFE E=Z
the individual attendance of each Director at the Board meetings, board #EREZNEEREEZ_Z—+F+_-_A=+—H
committee meetings and shareholder meetings during the year ended 31 IFEEHFEEZe €% BT Ee ez REKX
December 2017 are set out in the table below: FHERSER T &R

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

HWERE/ ERERENETEERY

Human
Resources &
Board  Remuneration Nomination Audit Shareholder
Meeting Committee Committee Committee Meeting
ADERR
Ezegn yHzEe REZES ENZES RRAE
Executive Directors HiTES
Mr. Weng Lin Lei, Chairman PEREE TE 16/16 N/A 2/2 N/A 01
TER TEm
Ms. Leung Tsz Man RFXRE 10110 N/A N/A N/A 1/
TER TEA TER
Independent Non-Executive Directors ~ BYXHTES
Ms. Kwan Sin Yee BERZL 16/16 3/3 2/2 474 11
Mr. Leung Oh Man, Martin 2ENEE 16/16 3/3 2/2 474 1
Mr. Sun Zhi Jun BREER4E 16/16 3/3 2/2 4/4 0/1
Ms. Huang Yu Jun BEEXL 16/16 3/3 2/2 474 0/
N/A: Not applicable TEA: TEA

During the year ended 31 December 2017, the Board held sixteen (16) #HZEZE—-_ZT—+tF+-_A=+—HILFE EFcL
Board meetings to review, among other matters, the Group’s financial and T+ N(16)XEE € &% Uik (Hh ) A&
operating performance and discuss the business direction and strategy. ERBENREERIE Wl mmELE T T LRS- 23
Agenda and accompanying board papers were sent to all Directors in a ZHENKHBEEEEXHEREREXE2EEE-

timely manner.

Directors who could not attend in person could participate the Board #EEBHHFEEEeeZAREASNESAUA
meetings and Shareholder meetings through other electronic means of /& F@BFIH L~
communications.

ot

The biographical information of the Directors are set out in the section EEZEREFBHARNERFITENE[EEN
headed “Directors and Senior Management Profile” on pages 17 to 22 in EEEEEN | —5ie
this annual report.
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BOARD OF DIRECTORS (continued)

The Company is committed to arranging and funding suitable training to
all Directors for their continuous professional development. During the
year ended 31 December 2017 and up to the date of this report, Mr.
Weng Lin Lei, Mr. Cheung Tuen Ting, 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. Mr. Leung
Oh Man, Martin and Ms. Leung Tsz Man 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.

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.
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HUMAN RESOURCES AND REMUNERATION
COMMITTEE

During the year ended 31 December 2017, the Human Resources and
Remuneration Committee (the “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
2017 is set out in note 12 to the consolidated financial statements.

The remuneration payable to the senior management of the Company
for the year ended 31 December 2017 is within the range of HK$0 to
HK$2,000,000.

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.
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BOARD DIVERSITY (Continued)

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.

The Nomination Committee held two (2) meetings during the year ended 31
December 2017 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”).
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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 2017, the Audit Committee held four
(4) 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 2017 amounted to approximately
HK$950,000 (2016: HK$900,000) and approximately HK$1,213,000 (2016:
HK$1,149,000) 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.
ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the accounts
of the Company. As at 31 December 2017, 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.
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ACCOUNTABILITY AND AUDIT (continued)

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 2017.

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.

The Audit Committee reviewed the Group’s risk management and internal
control systems in respect of the year ended 31 December 2017 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.
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COMPANY SECRETARY

The company secretary is Mr. Chan Hank, Daniel since 15 April 2016. He
undertook totally not less than 15 hours of relevant professional training
during the year ended 31 December 2017.

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.

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.
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CONSTITUTIONAL DOCUMENTS

The Board is not aware of any significant changes in the Company’s
constitutional documents during the year ended 31 December 2017.
Memorandum and articles of association of the Company is available on
both the website of the Stock Exchange and the Company.

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 46 to page 52.
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