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INTRODUCTION

Million Stars Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “Group”) are principally engaged in (i) internet
advertising agency services; (ii) mobile payment technical support
services; and (i) manufacture and sales of leather products. This,
the Group further expanded its business to provide internet
advertising agency services and mobile payment technical support
services for Chinese clients, thereby diversifying the Group’s
business and creating greater value.

The Group always lives up to its social responsibilities as its core
values. While safeguarding the interests of investors, the Group
are also concerned about environmental, social and governance
issues. We are committed to providing high-quality products and
services to our customers and offering appropriate and
competitive compensation to employees. As a leading
manufacturer and supplier of leather products in China, the Group
is willing to assume its social responsibilities with an open,
transparent and fair attitude and help the public get a better
understanding of the Group.

BASIS OF PREPARATION

This report is prepared and presented with reference to the
Environmental, Social and Governance (ESG) Reporting Guide 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:

1. Materiality: ESG issues that become sufficiently important
to investors and other stakeholders should be reported.

2. Quantitative: KPIs, if any, need to be measurable and
should be accompanied by a narrative, explaining their
purposes, impacts, and giving comparative data where
appropriate.

3. Balance: An ESG report should provide an unbiased picture
of the issuer’'s ESG performance and avoid selections,
omissions, or presentation formats that may inappropriately
influence readers’ decisions and judgments.

4. Consistency: The issuer should use consistent
methodologies to allow for meaningful comparisons of ESG
data over time. The issuer should disclose in the ESG report
any changes to such methodologies.

il

n

BEEBRARAB(ARR ) REKEAR (5
HIAEE ) BEPIEEN EBMAESRIBRS
(BB S MBS R/ R TS+ M (i) REFPEER
HENPEM - AFE  AREEBRRES
RARTPBEEFPRHEEBBESKERB MBS
MEMFHRY  EMERSEXRBZ T
WEIEE AEE -

AEE-HERTEITHEEENROER &
MR EEN SRR - AEB TRRERRE -
e MERTHNZEE  IHERREPEH
BENEMERY - MAEERSETM AR
FNNENF - ESPEALENERENHERN
EREEMEE  AKRERFLF - EH QA
FHREE BEBBUSREME SAREAE
13 1) R R A DA DIOBRE ©

mREE

RBERBEFLEHEXZMER AP GEMES
EmRAM SR T HORR - dEg RERARE
DM BERFRLZFIEREER

L OEER EES LR REANARED
EHRAE R A ELEEYE
B AR AR S -

2. Bib: BRIV ERERUER - IBRA
Al F ART 8 W0 R 1B TEL A RY
e+ M ATRISZ B R IR IR R B /)
2 o

3. VP AREEANME T FHEHRARAE
RIE - @ RERTENKE  ULER
TREMREFERR KA G AEE - B
WA E2HER -

4. —BM I AHmEER BB ES T
% EHRBEBBBRAEAEENLER -
ERETIDERAREMEE - MAERS
REERA -

02 MILLION STARS HOLDINGS LIMITED < ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT 2018



SCOPE OF REPORTING

Last year’s report only covered the manufacture and sales of
leather products in Guangdong Province, China. In view of the
Group's newly-developed internet advertising agency services, this
report covers not only the manufacture and sales of leather
products, but also the internet advertising agency services in
Beijing, China. The Group’s ESG principles cover the above two
areas.

COMMUNICATION WITH STAKEHOLDERS

The stakeholders of a company play a pivotal role. The Group is
fully aware that it has to communicate effectively with all
stakeholders and disseminate relevant information to them via
different channels. The Group's stakeholders mainly comprise
customers, suppliers, employees and investors. The Group
maintains close contact with them through various channels,
including visits to offices, shareholders’ meetings and community
services, so that all stakeholders may have an in-depth
understanding of the Group’s operations. The Group also actively
engages domestic and overseas industry and professional
organizations to catch up with emerging trends and business
drivers, such as the latest technology developments and new best
industry practices.

A. Environmental

The Group adheres to the principles of environmental
protection and pollution reduction. We implement a series
of environmental rules and carry out an operational system
for managing exhaust and greenhouse gas emissions and
the generation of harmful and non-hazardous wastes,
thereby reducing environmental damage caused by daily
business activities. During the year, the Group complied with
relevant laws and regulations that are material to the Group
and related to waste discharge and generation.

1. Exhaust Emissions and Greenhouse Gases

The group regards the management of exhaust and
greenhouse gas emission as part of its business
activities and takes effective measures to reduce
exhaust and greenhouse gas emissions. Since the
Group is principally engaged in internet advertising
agency services and manufacture and sales of leather
products, the Group does not have a lot of discharges
to water or land. The Group's exhaust emissions come
from the leather clothing business, which involves air
pollutants from transportation of products, such as
nitrogen oxides (NOx), sulfur oxides (SOx) and inhalable
particles.
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Emission

29587

Nitrogen Oxides (NOy) tonnes
RELY (NOy) i
Sulfur oxides (SOx) tonnes
a9 (SOy) 7
Particulate matter tonnes
FERLY) i

Emissions Density
E2 3581 RE
(emissions

per employee)

(BemE 8T)

32.20 0.40
0.15 0.001

3.19 0.04

Table 1 — Total Emissions During the Reporting Period

The Group's greenhouse gas emissions come from
office and factory operations, including electricity
purchased for day-to-day operations. During the
reporting period, the Group generated a total of
approximately 200 tonnes of greenhouse gases (carbon
dioxide equivalent), representing an emission density of
three tonnes of carbon dioxide equivalent per
employee and including those from electricity and
gasoline consumption.
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Range of greenhouse Total
gas emissions Emission source Emissions Density emissions
BERBHHEE BERORIR RE BE mEENE

(tonnes of

carbon dioxide (emissions
equivalent) per employee) (in percentage)
(LAWE — &L Bt (e,

285t BT) (LARASLLED)

Range 1
E1
Direct emissions Gasoline consumed by

the Group' 22.25 0.28 10.78
BEBER REETHE BRI
Range 2
E2
Indirect emissions Power purchased 182.20 2.28 88.30
I3 HF A BEE
Range 3
#E3
Other indirect emissions Discarded waste paper 1.89 0.02 0.92
E A 5 HE B BZERER
Total 206.34 2.58 100
HBEt

Table 2 — Total Greenhouse Gas Emissions During the Reporting
Period
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Though the Group mainly sells leather products in the
United States, Australia, Malaysia, Hong Kong and
Mainland China, the Group insists on employing its
sales staff and management staff locally. Employees of
the headquarters rarely have business trips abroad. The
Group also takes effective measures to reduce
greenhouse gas and exhaust emissions in other
respects. For example, the Group has adopted energy-
saving measures in its offices and workplaces. Such
measures include setting the most appropriate air-
conditioning temperature and switching off all
unnecessary lights or air-conditioning systems during
non-working hours. We also encourage employees to
turn off idle computers and other office equipment
during non-working hours. At our plants, employees
are encouraged to work on site to avoid operation of
machines during unnecessary operating hours and
non-working hours. In order to reduce greenhouse gas
emissions, the Group requires that at the plants, air-
conditioners or heaters can only be turned on when
the temperature is higher than 32°C or lower than the
specified temperature.

Waste Management

The Group sticks to the principles of waste
management and strives to properly handle and
dispose of all wastes generated from business activities.
The Group undertakes to practice the storage,
cleaning, transportation and disposal of wastes and to
keep the environment clean and sanitary. In respect of
non-hazardous waste generated in offices, the Group
advocates reducing the generation of solid waste and
encourage employees to develop good habits of
recycling waste, so as to get twice the result in
environmental protection with half the effort. We have
put in place paper recycling bins next to photocopiers
in our offices, in the hope that employees will work
together to recycle waste paper. After the toner
cartridges of photocopiers run out of toner, we will
commission a recycler to recycle them. In addition, the
leather plants operated by the Group do not produce
large amounts of hazardous or non-hazardous waste.
The non-hazardous waste leather produced is handed
over to relevant leather recyclers for recycling.
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Since our non-hazardous waste mainly comes from
waste paper, the Group has particularly stringent
requirements on paper use. We use FSC certified paper
which is derived from responsibly managed forest
resources to avoid indirectly involving in deforestation
of primeval forests. In addition, we extend our
environmental requirements to suppliers. All suppliers
of paper to the Group hold ISO 14001 environmental
management certification certifying their effective
environmental management. By partnering with them,
the Group reduces the impact of its supply chain on
the environment. In respect of leather production, we
will review the resource consumption records of leather
suppliers, such as water consumption. We also check
the quality of raw materials to ensure that all raw
materials meet non-hazardous standards.

During the reporting period, the Group did not
generate a large amount of hazardous waste, and the
non-hazardous waste generated was mainly paper
(approximately 400 kg). In order to reduce the use of
paper, the Group encourages employees to practice
double-sided printing and reuse all paper that has been
printed on one side as non-legal and ordinary
documents.
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Use of Resources

In order to use resources effectively, reduce waste and
protect the ecological environment, the Group is
committed to protecting resources to achieve
environmental and operational benefits. In order to
fulfill this environmental commitment, the Group has
implemented various measures to improve energy
efficiency and reduce paper and water consumption.
By monitoring and managing the use of resources, the
Group aims to reduce operating costs and carbon
footprint. Details on energy and water consumption
will be discussed in the following sections.

(a) Resources
During the reporting period, the resources directly
consumed by the Group for operations are as

follows:

Resources

Power kWh

ES TR

Gasoline litre

i nFH

Water m3

i LK

Packaging materials for finished products tonnes
(plastic)

X mBEME(ZRB) A

Packaging materials for finished products tonnes
(paper)

EK m B EME (AR) A

BREH

RTERMWERER - B IREM
RELRIRE  AEEHNREER
RAZBURR N BN - BETT
AR@RAEH  NEBEEESZAE
He IR T BE IR A s - R A AR E AR
KE - BBBRERNERERE
A AR S R E R R iR
R - BRAREREKERBREZF
BRR T EET T

(@ B

RI|BEHA - AEB RN ZLE
MERBERERIAT

Consumption Density
HER RE
(consumption

per employee)

OH#EBT)

210,007.91 2,625.10
9,788.15 122.35
2,293.84 28.67
4.29 0.05

6.80 0.09

Table 3 — Consumption of Resources During the Reporting Period
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The Group is principally engaged in internet
advertising agency services and manufacture and
sales of leather products. As a result, lighting and
air conditioning in offices and plants are the
largest sources of power consumption. In view of
this, the Group has introduced a series of
resource-saving measures, including:

Office Operations

Replace old lamps in offices with T5 energy-
saving lamps;

Display a series of conservation tips on the
screen saver of the computers used by
employees to encourage them to create a
green work environment;

Keep the air-conditioning temperature at
26°C;

Remind employees to turn off lighting, air
conditioning and other electrical equipment
that are not in use;

Give preference to energy-efficient products
when replacing electrical equipment;

Put potted plants in each office area to
purify the offices;

Promote double-sided printing and recycling
of office stationery and paper;

Advocate paperless office and promote
electronic communication via internet,
email, internal workflow systems, etc.; and

Regularly review and adjust the existing
measures to ensure their feasibility.

Plant Operations

Promote double-sided printing and recycling
of office stationery and paper;

Remind employees to turn off lighting, air
conditioning and other electrical equipment
that are not in use;
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(b)

o Make full use of natural lighting during the
day to reduce the use of lighting
equipment;

o Use air conditioners or heaters only when
the room temperature is higher than 32°C
or lower than the specified temperature;

J Commission companies with recycling
qualifications as required by the state to
recycle and dispose of wastes; and

o Engage a third-party agency to review the
Group’s environmental and conservation
results from time to time

During the reporting period, the Group achieved
remarkable results in resource conservation. In
terms of internet advertising agency business, up
to 95% of customers adopted electronic
settlement statements and electronic ordering,
saving a lot of paper.

Water Consumption

Sustainable and responsible use of water
resources is a major global issue. The Group is
aware that water shortage, excessive demand
and overuse of water can cause serious problems.
Due to the nature of its business, the Group does
not use or discharge significant amounts of
water.

Environment and Natural Resources

Given the nature of its business activities, the
impact of the Group on the environment and
natural resources is not significant. Our energy
consumption mainly comes from electricity used
in offices and plants. During the reporting period,
the Group has developed a series of measures to
reduce resource use and properly dispose of
waste (see “2. Use of Resources” above for
details).
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B.

The Group will continue to maintain a balance
between business development and
environmental protection in the pursuit of long-
term sustainable development. When reviewing
its business strategies and planning for future
business development, the Group will definitely
take environmental protection and conservation
of natural resources into consideration. The
Group will gradually raise the overall
environmental awareness within the Group
through education, training and advocacy, and
then promote such awareness among customers
in an effort to fulfill its corporate social
responsibility.

Social

1.

Employment and Labour Practices

Employees are an important asset of the Group and
have a critical impact on the quality of the Group's
products and services. The Group attaches great
importance to the protection and development of its
employees and hopes to establish long-term relations
with them.

The Group strives to build a safe, healthy, fair and non-
discriminative work environment, and maintain a
harmonious relationship between the Company and its
employees, so as to bring together all employees to
promote the long-term sustainable development of the
Group.

(@) Recruitment, Promotion and Equal Opportunity
Policies

The Group is convinced that equal employment
relations can improve employee satisfaction,
which in turn helps retain and motivate
outstanding talents and thus speeds up the
Group'’s business development. As such, in order
to ensure that employees are not discriminated
against in the recruitment process, the Group has
formulated the Anti-discrimination Policy and
appropriate recruitment procedures to ensure
that recruitment, promotion, compensation and
benefits are based on education level, experience
and ability and there will be no discrimination,
exclusion, preferential treatment or any other
infringement of equity rights and benefits due to
gender, age, race, religion, etc.
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(b)

As to the promotion of employees, considering
employees’ development needs and career
planning, the Group has established a
performance assessment system and promotion
mechanism integrating training, use and
evaluation of personnel, thereby building a sound
career platform for employees and creating a
virtuous cycle of personnel cultivation, use and
selection, which in turn lays a sound foundation
and provides sufficient motivation for the
sustainable development of the Group and the
self-growth of employees. In addition, the Group
has also introduced a new system of employee
performance assessment and self-evaluation in
stages, which can help comprehensively evaluate
the performance of employees and promote
them.

Compensation System

In terms of compensation system, the Group
continually reforms and improves the employee
compensation policies and systems and fully
considers growing employee compensation in
tandem with the Company’s performance, in an
effort to ensure that employees are rewarded
fairly based on their contribution. Each year, we
review and adjust our employee compensation
levels according to the Group's performance and
market factors.

In addition, the Group has formulated the Policy
on Termination of Labour Contracts, pursuant to
which employees who do not meet the relevant
job requirements or have serious dereliction of
duty, or those who have seriously violated
national laws and regulations or the Group'’s rules
and regulations, will be dismissed. By fully
communicating with the dismissed employees,
we make sure that the dismissal process is fully in
compliance with the relevant legal provisions.
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Retaining Talents

The Group attaches great importance to the
career development of employees and takes
measures to retain employees. Employees have
two career development paths depending on
their capabilities, one is being promoted to
management positions, and the other is being
promoted to higher professional or technical
ranks.

During the reporting period, the Group did not
have any cases of violation of relevant
employment laws and regulations, nor did it
receive any complaints related to recruitment.
The Group has complied with relevant laws and
regulations that are material to the Group and
related to employees’ rights and interests,
including the Employment Ordinance, Mandatory
Provident Fund Schemes Ordinance, Employees’
Compensation Ordinance and Minimum Wage
Ordinance.

Occupational Health and Safety

Ensuring that employees have a safe and healthy
working environment is the basic responsibility of each
company, and the Group takes it seriously. The Group
follows national laws, regulations and standards
concerning safety production to lay a foundation for
safe operation.

The Group has formulated a number of policies and
measures on occupational health and safety, including:

Promote effective communication between staff
and supervisors to form a sound safety culture;

Give daily safety guidance and supervision;

Conduct regular safety inspections, and timely
prevent and rectify the safety hazards found in
inspections;

Engage a third-party testing agency to test the
environmental conditions of production
workshops each year;
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o Hold health and safety meetings each year to
strengthen the awareness of all employees to
work in a safe environment;

o Install and use safety shields on production
equipment;

o Post warning signs on dangerous or accident-
prone equipment and machines;

o Provide adequate and neat sanitary facilities;

o Develop a management system with procedures
for employee to voice opinions and file
complaints;

° Conduct fire drills on an annual basis; and

o Equip employees exposed to occupational
hazards with appropriate personal protective
equipment.

During the reporting period, the Group did not identify
any non-compliance incidents related to occupational
health and safety and having material impacts on the
Group, and complied with the Occupational Safety and
Health Ordinance.

Development and Training

The Group understands the importance of providing
employees with opportunities to pursue meaningful
and prosperous careers, which can help employees
demonstrate their potential and facilitate the Group’s
objectives. The Group has developed personnel training
and development policies to provide induction training
for all new employees and arrange for experienced
technicians to guide new employees.

In addition, the Group organizes various internal
training courses, lectures and seminars for employees
to improve their skills and enhance their working and
professional capabilities.
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4.

Labour Standards

@

(b)

Prohibition of Child Labour and Forced Labour

The Group adheres to the principles of the United
Nations Global Compact and prohibits the
employment of any child labor or forced labor in
any operations or services. The Company and its
subsidiaries have formulated the Policy on
Prohibition of Child Labour and the Policy and
Procedures on Prohibition of Forced Labour to
prevent child labour or forced labour, including
corporal punishment, abuse, involuntary
servitude, debt servitude and human trafficking.
In addition, the Group has set up employee
opinion boxes to allow employees to report on
child labour or forced labour. In order to prevent
child labour from being mistakenly employed, the
Group has established a rigorous age verification
process to ensure that all job applicants reach the
legal working age. Moreover, the Group also
expects suppliers to prohibit child labour or
forced labour in the supply chain and hold zero
tolerance for such misconduct.

Employees’ Rights and Interests

The Group has formulated the Policy on
Employees’ Freedom of Association. Employees
are entitled to freedom of association and
collective bargaining. Employees can select staff
representatives to communicate and exchange
opinions and suggestions with the Company’s
management representatives on behalf of all
employees. Meanwhile, we take the feedback
from staff representatives very seriously in a drive
to have all staff work together to promote the
development of the Company.
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(c) Employee Benefits

The Group believes that offering employees
sufficient benefits will help them become more
engaged in their work. As such, the Group has
established a welfare committee which holds
regular meetings to review the relevant employee
welfare policies.

Provide food and beverage allowances;
o Hold monthly birthday parties;
o Buy social insurance for employees;

e Arrangements flexible working hours for
working mothers to better take care of their
families;

J Provide additional breastfeeding leave for
mother employees;

. Allow staff to work from home in inclement
weather; and

° Provide shuttles to take staff to and from
work.

In addition to providing the basic employee
benefits required by law, we also provide paid
leave for birthdays and Women's Day paid leave
for female employees, so as to enable employees
to maintain a work-life balance.

During the reporting period, the Group found no
incidents in violation of the laws and regulations
on labour standards.

Supply Chain Management

The Group believes that building a sustainable supply
chain can create value for employees, suppliers of
goods, service providers, communities and customers.
The Group also emphasises promoting good
communication and cooperation with business partners
to jointly maintain the quality and safety of products
and services.
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For internet advertising agency services, supply chain
management applies to hardware suppliers such as
computer, server and web hosting companies. In terms
of leather product supply management, our suppliers
are mainly leather material suppliers. Given the
complexity of the supply chain, when selection
suppliers, each of our business entities must consider
different conditions and standards, including price,
service, location, productivity (or service capacity) and
legal procedures, and the Group will also conduct
special consultations and consider the social and
environmental performance of suppliers as appropriate.

Product Responsibility

We are committed to providing quality products and
services to customers. The Group has established
rigorous policies and procedures for the production
and sales of products.

(@)  After-sales Policy

In respect of manufacture and sales of leather
products, the Group has established strict product
complaint procedures. When a customer files a
complaint about a product, the technical
department will obtain quality feedback
information and report to the quality
management department and the production
department in a timely manner. The head of the
production department will conduct an
investigation and analysis based on the customer
complaint report, and present an analysis report
to the quality management department within a
reasonable time. The quality management
department will combine the corrective action
report and quality control analysis report
prepared by the production department, and
then provide feedback to the technical
department. The technical department will
provide a written response report to the business
department which will then respond to the
customer. If the product being complained about
is found not conforming to the product
description after customer feedback or quality
inspection, or if the customer requests a product
return or the product has an impact on personal
safety, the production department shall arrange
immediate recall of the product.
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(b) Intellectual Property Policy

As for the protection of intellectual property
rights, internet advertising agency services do not
involve intellectual property rights and policies. In
respect of the manufacture and sales of leather
products, the Group has established regulations
on the protection of intellectual property rights,
covering the use of genuine products, photo
management, sample control, product control,
handicrafts and data records. For each intellectual
property item, there are relevant regulations in
place to prevent the leakage of intellectual
property of the Group’s customers.

(c)  Customer Data Protection and Privacy Policy

Whether in respect of internet advertising agency
services or manufacture and sales of leather
products, the Group take the protection of
customers’ personal data very seriously. In the
process of collecting, processing and using
customers’ personal data or procurement
(including but not limited to loan contracts),
customer information is kept in a strictly guarded
safe of the Company, and only personnel with
relevant authority can access such information.
Other personnel cannot access the relevant
information without the approval of the
management.

During the reporting period, the Group found no
incidents in violation of the laws and regulation
governing the provision and use of products/
services by the Group.

Integrity

The Group advocates honest operation and fair
competition and endeavours to maintain a high level of
ethical corporate culture. The Group has developed a
sound risk management code and internal control code
to ensure that all employees comply with the Group’s
rules in daily operations.
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The Group requires each employee to comply with the
internal control code, and grants appropriate authority
to each position to avoid abuse of powers and
potential conflicts of interest. Since the Group's
business involves personal data of customers, the
Group has developed confidentiality rules and provides
relevant guidance to employees to reduce the risk of
data leakage.

The Group provides clear guidelines to its employees
and business partners on the reporting and
investigation of misconduct in order to ensure that
employees can report their concerns through various
channels in an absolutely confidential manner. The
Group ensures that all reported matters will be
investigated and dealt with as necessary. In addition,
the Group engages a third-party agency to audit its
internal financials each year.

During the reporting period, the Group complied with
all laws and regulations that are material to the Group
and related to bribery, extortion, fraud and money
laundering, and was not involved in any legal
prosecution of corruption.

Community Engagement

As a responsible enterprise, the Group fully
understands its important role in promoting
environmental protection in its business areas. As such,
the Group is always committed to integrating
environmental elements into its day-to-day operations
and encouraging employees, customers, business
partners and communities to protect the environment
together.

In daily operations, the Group makes efforts to
promote energy-saving programs, which not only
reduce carbon emissions and protect the environment,
but also improve staff productivity and efficiency and
profitability. In addition, the Group participates in and
encourages employees to participate in public welfare
activities such as tree planting in the suburbs and
garbage cleaning, in order for employees to develop
environmental awareness and to become a social
responsible company.
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In addition to fostering environmental awareness, we
also encourage employees to donate money to
recognised charities to help the disadvantaged or those
in need. In addition, the Group endeavours to instill in
employees anti-discrimination ideas, such as anti-
sexism and anti-disability discrimination. Such move
can not only foster professionalism and professional
ethics among employees, but also create a more
friendly working environment and a more harmonious
and peaceful social atmosphere to facilitate the
fulfillment of our social responsibility.
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