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MESSAGE FROM CEO

The year 2016 witnessed the progress of Global Sweeteners’ efforts in environmental conservation, social
contribution and corporate governance. As part of the Group’s overall strategy, our devotion in environment,
social community and governance development targets at building and maintaining a robust and comprehensive
mechanism to deliver the utmost value to our customers, employees, shareholders and other stakeholders as
whole. We adhere to our management philosophy of “social commitment leads to prosperity and harmony” in the
daily practices of business, and commit to community care and participation so as to achieve the objective of a
balanced and sustainable operation.

During the year 2016, we continued to improve operation and production efficiency, and devote ourselves to further
research and development to develop more value added products to provide better product mix to our customers.
Meanwhile, taking the opportunity of relocating our production facilities in Luyuan District, Changchun to the
Xinglongshan production site, our management team have been working closely with technicians and researchers
to apply new technologies to our production facilities in Xinglongshan site. Such measures are expected to raise
the Group’s production efficiency and lower operation costs.

In line with the Group’s people oriented strategy, we are dedicated to building a strong and vibrant team. We
enhanced the communication channels between employees and management to ensure every employee is treated
with fairness and justice and that their legal rights are protected. We pay attention to the physical and mental
health of our employees as well as their career development. A range of on-the-job training and professional
training are provided to employees and the management team of the Group. Diversified recreational and sport
activities were also held for our employees.

Global Sweeteners has always paid great attention to environmental conservation. Through continuous effort in
improving production efficiency and R&D, we intend to lower greenhouse gas emission rate and minimize the
impact on biodiversity and ecosystem. We encourage proper use of recycled materials and renewable resources
in daily operation, and closely monitor our gas emission and wastes discharge. Such practices aim not only at
complying with relevant laws and regulations, but also at realizing our business development goals without giving
up on the sustainability of the environment.

In relation to the Group’s corporate governance, we further improved the internal control and risk management
systems during 2016. The Board endeavors to maintain an effective system in line with the Company’s strategic
objectives and its business operation, to safeguard the Company’s assets from improper use or disposal, and
to comply with related laws and regulations. An external expert has been engaged to assist the management to
establish the enterprise risk management system, where major risks were reviewed and analyzed. Further internal
control policies were announced during 2016 to embellish the control system. We understand that any system of
control can only provide reasonable but not absolute assurance. Therefore, our efforts in improving these systems
will carry on on a continuous basis.

Going forward, following our environmental, social and governance philosophy, we will continue to strive for cleaner
energy, higher efficiency and sustainability so as to deliver superior value to all our stakeholders.

Kong Zhanpeng
Chairman

May 2017
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1. WORKPLACE QUALITY

In Global Sweeteners Holdings Limited (“GSH” or the “Company”) and its subsidiaries (collectively referred to
as the “Group”), our employees are essential to the success of the Group. GSH values every contribution from
its people which paves the way to success and emphasises the importance of a healthy and friendly working
environment which laid a good foundation for capable people to commit to the Group. GSH is keen to establish
a corporate culture with self-discipline, inspirations and commitment. We aim to attract the best talents in the
market, create a nurturing ground for both the Company and our people to grow and enjoy the fruits of our success
together. Apart from offering competitive remuneration to our employees, GSH also provides them with trainings,
career development and growth opportunities. GSH places high emphasis on workplace condition and safety. This
is one of the keys to our success.

1.1

WORKPLACE CONDITIONS

1.1.1 Employment Structure

GSH currently has operations in Changchun, Shanghai, Jinzhou and Dalian, with its headquarters in
Hong Kong. Below charts show an overview of GSH’s employment structure:

Employees by Employment Type

Employees by Employment Type 2016

Fulltime
Employees

v

1,124

W Temporary
Employees

Employees by Gender

Employees by Gender 2016

<q

Male

M Female

79%

Employees by Employment Type 2015

Fulltime
Employees

[ Temporary
Employees
1,249

Employees by Gender 2015

Male

[ Female

78%
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1. WORKPLACE QUALITY

Employees by Age

Employees by Age 2016 Employees by Age 2015

—0%

0%

129 50 or above 8% 4 50 or above
M 40-49 M 40-49
[ 30-39 [l 30-39
[ 20-29 [ 20-29
W 18-19 M 18-19
Employees by Geographical Location
Employees by Geographical Location 2016 Employees by Geographical Location 2015
0% 194 0%1%
Changchun Changchun
Il Shanghai M Shanghai
[ Jinzhou [ Jinzhou
[ Dalian [ Dalian
M Hong Kong M Hong Kong

Remarks:

2016: figures as of 31 December 2016
2015: figures as of 31 December 2015

Turnover Rate
The Group’s staff turnover rate for the year 2016 was approximately 15% (2015: 24%).

Among the total number of turnover staff, approximately 74% of them (2015: 65%) were temporary
staff.
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1. WORKPLACE QUALITY

The details of the staff turnover pattern are outlined in the tables below:

Turnover Rate by Geographical Region

Shanghai Jinzhou Dalian Hong Kong
2016 Fulltime Employees 50 51 1 3 156
Temporary Employees 0 28 0 0 66
Total No. of Turnover Staff 50 79 1 3 222
Turnover Rate 16% 10% 13% 27% 15%
2015 Fulltime Employees 78 59 0 5 145
Temporary Employees 0 272 0 0 272
Total No. of Turnover Staff 78 331 0 5 417
Turnover Rate 22% 34% 0% 42% 24%

Turnover Rate by Age and Employment Type

50 or above

2016
Fulltime Employees 8 37 80 30 1 156
Temporary Employees 12 30 20 4 0 66
Total No. of Turnover Staff 20 67 100 34 1 222
Percentage to Total Staff

Turnover 9% 30% 45% 15% 1% 100%
2015
Fulltime Employees 4 17 55 69 0 145
Temporary Employees 68 119 78 7 0 272
Total No. of Turnover Staff 72 136 133 76 0 417
Percentage to Total Staff

Turnover 17% 33% 32% 18% 0% 100%
Remarks:

Internal transfer under the Group was not counted in turnover rate.

2016: figures for the period from 1 January 2016 to 31 December 2016
2015: figures for the period from 1 January 2015 to 31 December 2015
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1. WORKPLACE QUALITY

1.1.3

1.1.4

Working Hours

Working hours for all employees under the Group in the PRC are in compliance with the local labour
regulations including the “Labour Law of the People’s Republic of China” and the “Law of the People’s
Republic of China on Employment Contracts”.

For operations in the PRC, office workers work 5 days a week with 8 hours a day. Workers at
production sites work on shifts, 8 hours a shift. In any case where overtime work is required, overtime
payment will be rewarded to employees as required under the PRC labour law. Employees’ rest days
and public holidays are formulated in line with the labour regulations in the PRC. Details of working
hours, rest days and holidays are outlined in the employment contracts for all employees.

All employees in Hong Kong work 5 days a week with 8 hours a day and enjoy rest days, statutory
holidays and paid annual leave during employment. Those are in line with labour legislation in Hong
Kong.

Staff Welfare and Benefits

GSH believes a highly motivated working team will be crucial to the development of the Company.
Employees’ remuneration packages are based on their performance and reviewed individually every
year to maintain competitiveness. Apart from this, employees have comprehensive medical, accidental

and disability insurance coverage and retirement schemes (such as MPF).

All GSH employees have insurance coverage as required by law and the Company complies with all
the labour regulations and procedures, including the followings:

o Labour Law of the People’s Republic of China ({1 % A R LA A F%E))
o Law of the People’s Republic of China on Employment Contracts ({13 A R X FMBE L FA RLE))

° Measures of Shanghai Municipality on the Basic Medical Insurance for Urban Employees ( /&
Tk S A T AR B R RRINE))

. Employment Ordinance (Hong Kong) (<{BIE&HIY & ))

. Minimum Wage Ordinance (Hong Kong) ({ &1E T&EFINES))

. Mandatory Provident Fund Schemes Ordinance (Hong Kong) ({3841t A& T 2GRN (EB))
. Employees’ Compensation Ordinance (Hong Kong) (/& B & &5l )(FE))

Apart from this, the Company also provides welfare housing for eligible employees. Applicants for
welfare housing will be assessed by their service term and overall performance.

During traditional Chinese festivals, it is the Company’s practice to give away gifts such as foodstuff
and necessity to employees. The Company would also provide assistance to employees whose
families are in difficulties from time to time.

Global Sweeteners Holdings Limited
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1. WORKPLACE QUALITY

1.2

HEALTH AND SAFETY

GSH is committed to providing a safe and non-hazardous working environment for all staff. Apart from
keeping update on the latest regulations by local and national authorities and government bodies, GSH
reviews the working environment in each operation sites from time to time to ensure the health and safety
of all staff. Such measures includes those internal control procedures such as setting up a team to inspect
the production sites from time to time, reporting any work related accidents, remedies and improvement
measures to be taken to the management in a timely manner, etc. All employees are trained before they
commence carrying out their duties to ensure they are fit for the job and continuous training are provided to
minimise chance of work related accidents.

1.2.1

1.2.2

Work Related Accidents
There were no work-related fatal event during year 2016.

During 2016, there was one work related accident happened in the Group’s Shanghai production site
and six in the Jinzhou production site. The accident in Shanghai happened when the worker slipped
down the stairs during equipment check. Among the six accidents in Jinzhou production site, two
of them happened as workers were loading goods, while the other four happened as workers were
operating machineries in the production facilities. As of 31 Dec 2016, lost days due to injuries was 657
days. The management in Shanghai and Jinzhou production site immediately formed an investigation
team to look into the causes of these accidents and to give solutions for preventing such incidents
happening again in the future. Extra training sessions were provided to workers on work safety and
operation of equipment to educate them on the work safety immediately after the accident happened.
Apart from what have been disclosed above, there was no other major work related accident or
disaster happened during 2016.

During 2015, there were five work related accidents happened in the Group’s Shanghai production
site. Among all these accidents, four accidents happened during the production process when workers
were manipulating the equipment and the remaining one happened as workers were loading goods. As
of 31 Dec 2015, lost days due to injuries was 658 days. The management in Shanghai production site
has provided extra training sessions to workers on work safety and operation of equipment to educate
them on the work safety. Apart from what have been disclosed above, there was no other major work
related accident or disaster happened during 2015.

Implementation and Monitor of Occupational Health and Safety Measures

All operations under GSH comply with the labour law and safety regulations by local as well as
national governments. List of regulations regarding the Group’s compliance are as followings:

. Production Safety Law of the People’s Republic of China ({#E A R HAMBE L2 £ EE))
. Work Related Injury Insurance Regulations ({ TSR 1EH))

. Guides to Define Work Related Injuries ({ TI522EHHE))

o Code of Occupational Disease Prevention of PRC ({Fp# A R MBI B Z B E5))

. Regulation for Safety Management of Dangerous Chemicals (/& {t £ 7% 2 B IR EH]))

. Occupational Safety and Health Ordinance (Hong Kong) ({BL% % 2 RAEFEIGHI(FHE))

Global Sweeteners Holdings Limited
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1. WORKPLACE QUALITY

1.3

The Group has its own tailor-made work manual (the “Manual(s)”) for employees, which incorporates
all the occupational health and safety procedures. The Manuals are designed to comply with the
regulations/laws above. The Group also set up work safety inspection teams (the “Team(s)”) to
ensure the implementation of these procedures. The Team will carry out weekly inspection to ensure
workplace safety and correct in case of any potential risk, review and improve the Manual from time
to time and offer internal training to staff. The Manual also includes aftermath procedures in case of
emergency or accidents.

DEVELOPMENT AND TRAINING

GSH invests in the personal and career development of its employees. Career development and
advancement opportunities are provided to dedicated staff. To improve employee’s knowledge and skills
to discharge duties at work, employees in different posts are fairly provided with tailor-made training
programmes regardless of one’s gender and background, either in-house or by external institutions to ensure
their performance are in line with the Company’s expectations and the changing market.

The Group also actively promotes good corporate governance by offering chances for senior management or
executives to attend seminars or forums organised by regulators or other professional authorities on topics
such as corporate governance best practices, handling price sensitive information, risk management and
updates on latest listing rules, etc. Such training materials will be translated and circulated to the Board as
well as subordinate staff in different departments as internal training materials. Internal trainings are given to
the Board as part of the corporate governance practices.

1.3.1 Training Programmes for Employees at the Operations in China
Ordinary staff:

All subsidiaries under GSH follow the Group’s training requirements and tailor-made/specific training
programmes are offered fairly to staff in different posts. All employees attend internal training
programmes before commencement of work (including introduction of production processes,
operation manual of machineries, work skills training, work safety procedures, management structure
and corporate governance, etc.).

On top of this, on-the-job trainings such as work skills training, career planning guidance and training
for promoted staff are provided for employees’ continuous career development and improvement
of their work skills. Implementation of staff training is taken by the Human Resources Department,
based on the assessment and recommendations by the head of each department on the needs and
requirements for their relevant staff to formulate the standards, contents and plan for staff training
every year. Assessment tests/ examinations and questionnaires are given to staff after training to
assess the effectiveness and results. Quiz competitions and forums are held regularly for staff to
assess the effectiveness of and exchange their ideas on the training programmes.

In light of the industrial accidents occurred in the Group’s Shanghai and Jinzhou production site
(details please refer to 1.2.1), occupational safety training has been arranged for the production staff
in Shanghai and Jinzhou production site in 2016.

In 2016, the Group’s ordinary staff in the PRC received an average of 10.3 hours of training (2015:
12.7 hours). Percentage of ordinary staff trained was 72% (2015: 100%). The drop in average training
hours and percentage was resulted from the suspension of Changchun production site, during which
training was also suspended.

Global Sweeteners Holdings Limited
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1. WORKPLACE QUALITY

1.3.2

Managerial grade or above:

Training programmes for managerial grade or above are provided mostly in-house, with seminars or
talks by external parties on specific topics occasionally or according to market needs. Employees at
managerial grade or above may attend training sessions on topics such as professional knowledge,
corporate culture, sales and marketing, occupational safety, strengthening skills in management and
policy implementation. Such training sessions were carried out by way of seminars, DVD training
sessions or reading sessions. Certain subsidiaries under the Group offer training sessions managerial
grade or above employees on food safety, cost control and career planning.

In 2016, staff at managerial grade or above in the Group’s PRC operations received an average of
12.83 hours of training (2015: 19.2 hours). Percentage of managerial grade or above staff trained was
approximately 100% (2015: 100%). The decrease in average training hours was also resulted from
suspension of Changchun production site.

Training Programmes for Employees at the Headquarters in Hong Kong
Ordinary staff:

All new employees are given an introduction session on the Company’s operation, corporate
governance and corporate culture. All employees are given a copy of the Company’s employee
handbook as guidelines. Internal and external trainings in relation to professional knowledge and
listing rules are also provided via seminars and reading sessions on a continuous basis.

In 2016, the Group’s ordinary staff in Hong Kong received an average of 14.5 hours of training (2015:
7 hours). Percentage of ordinary staff trained was 100% (2015: 100%). Such increase was a result of
our launch of training subsidy program offered to all employees in the Hong Kong office, to accelerate
employees’ professional training.

Managerial grade or above:

Trainings for senior management mainly cover the following aspects: corporate governance, business
management and administration, professional knowledge and listing rules. Such trainings are in the
form of lectures and seminars organised by internationally renowned universities in Hong Kong or
overseas, regulators or other professional bodies such as SEHK, HKICPA and HKICS. Apart from this,
the Company Secretary will update the Company’s management from time to time regarding the latest
changes in the listing rules and guidelines from SEHK to ensure their work are in compliance of the
listing rules.

In 2016, staff in managerial grade or above in the Group’s Hong Kong office received an average of 8.7
hours of training (2015: 18.6 hours). Percentage of managerial grade or above staff trained was 100%
(2015: 100%).

Global Sweeteners Holdings Limited
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1. WORKPLACE QUALITY

1.4

LABOUR STANDARDS

GSH has stringent recruitment procedures to avoid child or forced labour. The Group’s labour standards
and recruitment procedures are in compliance with all the local as well as national labour regulations.
Human Resources Department of each subsidiary will handle all staff-related matters including recruitment,
remuneration, training and other welfares to make sure they comply with the relevant labour regulations.

Recruitment and employment under GSH are in strict compliance with all the local and national labour law
and regulations, including the followings:

1.4.1

1.4.2

Labour Law of the People’s Republic of China ({ 2 A R AE 44 E)E))

Law of the People’s Republic of China on Employment Contracts ({FhE A R EME L E A RIE))
Minority Protection Law of the People’s Republic of China ({F%E A R HFEI R F AREE))
Provision on the Prohibition of Child Labour ({(Z£|H{FAE THE ))

Provision on Special Protection Against Under Aged Labour ({G&KF TR ERT))
Employment Ordinance (Hong Kong) (KBREIEHINEE))

Employment of Children Regulations (Hong Kong) (KB B REBRHINEE))

Recruitment Procedures and Standards

As a part of recruitment and internal procedures, use of child or forced labour is prohibited in the
Group and this is explicitly cited in the recruitment guidelines of each subsidiary under the Group. The
Group has maintained a database of the qualifications and requirements for different positions and a
well-established structure for each department in each subsidiary. Such information would serve as a
guideline for recruiting new staff to fit in the position under recruitment. Department supervisors would
notify and apply for recruitment of new positions or replacement to the Human Resources Department.
Human Resources Department would assess the application and approve or disapprove based on
the results of assessment. Recruitment channels include recruitment agencies, recruitment websites,
campus recruitment and internal referral. Respective candidates should pass written tests and
interviews and certification of academic qualification including identity card. The Human Resources
Department will arrange the signing of a formal employment contract upon confirmation and keep file
of all personal data of each employee as required by the relevant Labour Law.

Remedial Measures in Case of Non-compliance

In case of non-compliance on child or forced labour, the Group would report the case to the Police
and the local Labour Bureau and provide any appropriate assistance to the victim(s), including sending
the victim(s) back home. The Group would endeavour to ensure the employees of its subsidiaries to
co-operate with the Police and the Labour Bureau during the investigation of the crime. If it is found
to be the act of negligence of the employee of the Group that caused the crime, the Group would
immediately terminate the employment contract with the relevant employee and compensate any loss
or damage which has been caused to the victim(s). However, if it is found that such crime was caused
by fraudulence by any parties, the Group would take any necessary legal action against the fraud.

Global Sweeteners Holdings Limited
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2. ENVIRONMENTAL PROTECTION

Ecosystem integrity is extremely important to our natural habitat. The Group has strong awareness on
environmental conservation and places it as important as our business development. It is the Group’s mission to
maintain environmental sustainability together with its business growth.

To achieve this, the management of the Group is committed to:

1.

2.

21

continuously improve production efficiency and lower greenhouse gas emission through our R&D;

reduce waste disposal and impose stringent wastewater treatment standards against the discharge of
pollutants;

promote use of recycled materials and renewable resources;

promote sustainable use of energy, water, crops and other raw materials;
promote energy conservation;

minimise the impact on biodiversity and ecosystem;

comply with the relevant environmental regulations in all production facilities.

EMISSION

The Group has supervising team (“Supervising Team(s)”) set up in each subsidiary to monitor emission of
gas, discharge of waste water and generation of hazardous and non-hazardous wastes. The Supervising
Teams are responsible for the formulation of emission/discharge control procedures and environmental
protection measures, regular check and evaluation of emission standards, and ensuring those standards
are in compliance with the relevant national and local environmental regulations. Upon the request from
the Environment Bureau, each subsidiary would also submit emissions and discharges samples for random
check.

2.1.1 Types of Emissions and Respective Emission Data
During the production processes of the Group, certain amount of sulfur dioxide, nitrogen oxide,
wastewater and cinders would be emitted/ discharged. The emission data are outlined in the tables

below:

Summary of the Types of Emission and Emission Data in 2016

Greenhouse Greenhouse

Gases Gases
GSH Operation Sulfur Dioxide Nitrogen Oxide Wastewater Cinders
Locations (metric tonne) (metric tonne) (metric tonne) (metric tonne)
Changchun 0 0 65,995 0
Shanghai 3 68 340,000 0
Jinzhou 155 304 176,732 7,442
Total 158 372 582,727 7,442
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2. ENVIRONMENTAL PROTECTION

Summary of the Types of Emission and Emission Data in 2015

Greenhouse
Gases

GSH Operation Sulfur Dioxide

Greenhouse
Gases
Nitrogen Oxide

Wastewater

Cinders

Locations (metric tonne) (metric tonne) (metric tonne) (metric tonne)
Changchun 0 0 24,519 0
Shanghai 7 18 325,000 140
Jinzhou 203 107 324,925 4,653
Total 210 125 674,444 4,793
Remarks:

2016: figures for the period from 1 January 2016 to 31 December 2016

2015: figures for the period from 1 January 2015 to 31 December 2015

In Shanghai production base, we upgraded certain coal consuming facilities to use bio-based
materials instead. As a result, its cinder emission decreased to zero. However, as emission level varies
with different products and we kept adjusting our product mix according to market trends, when
compared to the year 2015, wastewater and greenhouse gases emission level of Shanghai production
base in 2016 was higher, and cinder and greenhouse gases emission of Jinzhou production base in
2016 was also higher.

Regarding the emission standards in the PRC, there is no written standard on the quantity emitted.
However, the Environmental Bureau in the PRC has written guidelines on the emission concentration
and quality. For example, these guidelines are written on the “Emission Permit” issued by the local
Environmental Bureau to the subsidiaries of the Group.

The Group’s production processes would emit certain greenhouse gases such as sulfurdioxide and
nitrogen oxide. Same as the arrangement for wastewater treatment, monitoring devices are placed at
all emission outlets and are subject to real time monitor by the Supervising Teams and the local as
well as the provincial Environmental Bureau.

All major production sites of the Group in the PRC (except the one in Changchun which uses
the wastewater treatment services provided by the Group’s Parent Company, Global Bio-chem
Technology Group Company Limited, “GBT Group”) have their own wastewater treatment facilities in
place to remove physical, chemical and biological contaminants from wastewater (from both industrial
and domestic sewage in the production sites), with the objective to produce an environmentally-
safe sewage discharges and recycle uses. The Group’s Supervising Teams monitor the discharges of
wastewater by the wastewater treatment facilities of the Group every hour through sample testing to
ensure the PH value, COD (Chemical Oxygen Demand) value and discharge volume of the wastewater
are in line with the relevant laws and regulations. In case of discharges beyond emission standards,
the Supervising Teams will alert the wastewater treatment plant and the production plant immediately
to fix the problem. In addition, monitoring devices are placed at all discharge outlets of the Group’s
wastewater treatment facilities and connected with the local Environmental Bureau’s network to
keep track of emission data such as COD value. Such data is also subject to real time monitor by
the Environment Protection Information Centre of the City as well as the Provincial Environmental
Protection Information Centre.

With respect to the cinder produced by the power plants, it will be sold as raw material for the
production of cinder blocks after treatment.

In 2016, the Group’s emission and discharge of wastes are in compliance with local laws and
regulations. No penalty notice nor warning has been received by the Group during the period (2015:
nil).
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2. ENVIRONMENTAL PROTECTION

2.2

2.1.2 Compliance with the Relevant Laws and Regulations on Emissions
All subsidiaries under GSH are in strict compliance with the relevant laws and regulations on emission
amounts, emission standards and the monitoring of emission data in the PRC. These laws and
regulations include:
o Environmental Protection Law of the People’s Republic of China ({FR#E A R LA EIRIBREE))
o Discharge Standard of Water Pollutants for Sugar Industry ({&HE T 27K)5 LY BERUIEAE))

° Law of the People’s Republic of China on the Prevention and Control of Water Pollution
(Amended) ((FZE AR5 RIEMELE)))

o Discharge Standard for Municipal Sewerage System ({J57KEE AR N /KE/KEIZZE))

o Integrated Standard of Wastewater Discharge of Shanghai City ({ b8 57K A BEIZAE))

. Integrated Standard of Wastewater Discharge of Liaoning Province ((EEE SRR A BERIZE))

. Emission Standard of Air Pollutants from Industrial Kilns and Furnaces ({ T /B K R5 &M
RURZED)

. Emission Standard of Air Pollutants from Thermal Power Plants ({ X & RA RS R PERIZAE))

o Emission Standard for Air Pollutants from Boilers ({#§1E XS5 2B IZE%E))

o Law of the People’s Republic of China on the Prevention and Control of Environmental Pollution
Caused by Solid Waste ({13 A R 55 [E 88 R Y))5 R RIBHAE))

. Emission Standard for Industrial Enterprises Noise at Boundary (T 213 IRE R = BEUZ
‘}E>>)
s

2.1.3 Recycle Use of Wastewater

With respect to water conservation, part of the wastewater will be recycled after wastewater treatment
and biological treatment. Recycled water will be used as cooling agent in production and daily use
such as cleaning and as flushing water. For example, in the production site in Jinzhou, approximately
73,000 metric tonnes of wastewater could be recycled every year for watering plants, cleaning and
as flushing water. Apart from wastewater, certain catalysts used during the production process could
also be recycled after rinsing and filtration.

USE OF RESOURCES

The production processes of the Group would involve the consumption of water, electricity, steam, coal and
packaging materials. As the majority of the Group’s products are food grade products, it is crucial for the
Group to source water from reliable source. Therefore, source of water of the Group comes mainly from the
local water supplies with a portion of recycled water. For electricity, as most of the Group’s production sites
have a power plant in place, nearly 40% of the electricity the Group needs for production is supplied by the
power plant internally and the GBT Group with the shortfall sourcing from local Electricity Supply Bureau.
All the steam required for production is generated by the boilers in the power plants. Coal and packaging
materials are sourced from the market by bids and tenders. To ensure the quality of the suppliers and their
services, all suppliers should pass the Group’s standard verification procedures and quality assurance
process before being recognised as the Group’s suppliers.
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2. ENVIRONMENTAL PROTECTION

Regarding the use of resources, all subsidiaries under the Group are encouraged to take part in energy
conservation scheme to promote environmental awareness amongst the employees. Results of energy
conservation are included as one of the parameters in the annual appraisal of each subsidiaries as well as

individual staff.

2.2.1 Summary of Consumption of Water, Electricity, Steam and Coal

Total Consumption of Water, Electricity, Steam and Coal

Water Electricity Steam Coal
(metric tonne) (’000 kwh) (metric tonne) (metric tonne)
2016 1,015,814 38,962 340,412 44,973
2015 1,256,657 43,974 410,100 58,361
Change (19%) (11%) (17%) (23%)
Remarks:

The reduction in consumption of the above items in 2016 was mainly attributable to the suspension of production
in the Group’s Changchun production site and the low utilization of the Group’s Jinzhou production site

respectively.
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2. ENVIRONMENTAL PROTECTION

Water Consumption by Facility Locations in 2016 and 2015

Water Consumption by Facility Locations

Chart
('000 metric tonnes)

1,000
750
500
250

) Changchun Shanghai Jinzhou

M 2016 68 615 333
2015 25 580 645
Electricity Consumption by Facility Locations in 2016 and 2015
Electricity Consumption by Facility Locations
Chart
('000 kwh)

40,000
30,000
20,000
10,000

) Changchun Shanghai Jinzhou

112016 2,246 10,428 26,288

2015 1,152 9,560 33,263
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2. ENVIRONMENTAL PROTECTION

Steam Consumption by Facility Locations in 2016 and 2015

Steam Consumption by Facility Locations

Chart
(metric tonnes)
300,000
225,000
150,000
75,000 -

) Changchun Shanghai Jinzhou

12016 27,353 152,645 160,414

2015 17,063 148,753 244,284

Coal Consumption by Facility Locations in 2016 and 2015
Coal Consumption by Facility Locations
Chart
(metric tonnes)
100,000
75,000
50,000
25,000
AR aay

) Changchun Shanghai Jinzhou

M 2016 0 0 44,973

2015 0 2,305 56,056

Remarks:

Overall consumption of water, electricity, steam and coal of the Group’s Jinzhou production site in 2016 dropped
substantially compared to that of 2015, which was mainly attributable to the low utilization rate during 2016.
Although production was mostly suspended during the year 2016, consumption of the Changchun production base

increased as a result of slightly increased production volume as compared to the year 2015.
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Consumption of Water, Electricity, Steam and Coal by Upstream and Downstream Production

Water Electricity Steam Coal
(metric tonne) (’000 kwh) (metric tonne) (metric tonne)
2016
Upstream 313,118 25,736 152,195 44,973
Downstream 702,696 13,226 188,217 0
2015
Upstream 577,028 31,500 226,882 56,056
Downstream 679,629 12,475 183,218 2,305

Unit Consumption of Water, Electricity, Steam and Coal Per Metric Tonne Product Produced

Water Electricity Steam Coal

(metric tonne) (kwh) (metric tonne) (metric tonne)

2016 2.81 107.74 0.94 0.12

2015 3.43 120.14 1.12 0.16

Change (18%) (10%) (16%) (25%)
Remarks:

Decrease in the Group’s unit consumption of electricity, steam and coal in 2016 was attributable to our strategic
suspension of the energy-consuming upstream production in Changchun and Jinzhou, and the optimization of
product mix and production efficiency.

Unit Consumption of Per Metric Tonne Product Produced by Geographic Location

Unit Consumption of Per Metric Tonne Product Produced in 2016

GSH Operation Water Electricity Steam Coal
Locations (metric tonne) (kwh) (metric tonne) (metric tonne)
Changchun 4.52 149.49 1.82 0.00
Shanghai 2.86 48.48 0.71 0.00
Jinzhou 2.53 199.93 1.22 0.34
Average 2.81 107.74 0.94 0.12
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2.2.2

Unit Consumption of Per Metric Tonne Product Produced in 2015

GSH Operation Water Electricity Steam Coal

Locations (metric tonne) (kwh) (metric tonne) (metric tonne)
Changchun 8.04 369.67 5.48 0.00
Shanghai 2.83 46.55 0.72 0.01

Jinzhou 413 21117 1.55 0.36
Average 3.43 120.14 1.12 0.16
Remarks:

As different products have different resource consumption patterns, unit consumption varies slightly due to
changes in product mix.

Unit Consumption of Per Metric Tonne Product Produced by Upstream and Downstream
Production

2016

Upstream 2.41 198.10 1.17 0.35
Downstream 3.03 57.08 0.81 0.00
2015

Upstream 4.16 226.96 1.63 0.40
Downstream 2.99 54.90 0.81 0.01
Remarks:

2016: figures for the period from 1 January 2016 to 31 December 2016
2015: figures for the period from 1 January 2015 to 31 December 2015

Conservation of Resources

GSH has strong awareness of resource conservation. Continuous R&D work on raising the efficiency
use of energy, water and steam is a major focus of the Group. The Group’s R&D team is dedicated
to improve the facilities and production technology to achieve conservation of resources. Their
achievements have been recognized and this is shown by the awards and recognition received in the
past years.

The Group has formulated a “Guidelines on Resource Consumption” for all its subsidiaries to ensure
efficient use of energy, water, steam and other raw materials. To increase employees’ awareness of
resource conservation, the Group also incorporates production efficiency and resource conservation
scheme results into the annual appraisal of individual staff. Apart from this, maintenance works and
system check are carried out on all machineries and facilities on regular basis to keep them in good
shape and ensure production safety.
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2.2.3 Consumption of Fuel

Consumption of Fuel by Type

Gasoline Diesel Total
(Litre) (Litre) (Litre)

2016 25,308 694,990 720,298
2015 37,260 1,016,823 1,054,083
Change (32%) (32%) (32%)

Consumption of Fuel by Purpose

Consumption of Fuel in 2016

Office Use

2% Management
Use
2%

Remarks:

Consumption of Fuel in 2015

Office Use
1% | Management
Use

2%

Production-related uses include fuel consumption in relation to transportation of raw materials and products.
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2.2.4 Consumption of Packaging Materials

Major packaging materials the Group uses are plastic pails and packaging bags, depending on
the storage requirements of the products and the specifications on customer’s orders. The Group
encourages the recycle use of packing materials. Among them, most plastic pails could be recycled
and reused. To encourage customers to participate in the recycle of packaging materials, the Group
requires each of its customers to pay a deposit equivalent to the cost of the plastic pails. In case of
failure of return or damage, the Group will deduct the amount from the deposit as penalty. In addition,
the Group continuously explores new packaging materials and transportation mode that are more
environmental-friendly and cost saving.

Consumption of Packaging Materials of the Group in 2016 and 2015

Consumption

(per metric

Total tonne product

Plastic Pails Packaging Bags Consumption produced)

(Unit) (Unit) (Unit) (Unit)

2016 54,208 881,989 936,197 2.59

2015 817,836 1,231,984 2,049,820 5.60

Change (93%) (28%) (54%) (54%)
Remarks:

In 2015, the consumption of plastic pails was substantially higher as the Group sorted out and discarded all
expired plastic pails. On the other hand, the reduction of total consumption of packaging materials was also
attributable to the suspension in upstream production, which led to a significant drop in packaging bags.

Summary of the Consumption and Recycle Use of Packaging Materials of the Group in 2016 and

2015
Recyclable Recyclable Non-Recyclable
Reusable Obsolete Sold
(Unit) (Unit) (Unit)
2016 159,140 18,180 918,017 1,095,337
2015 232,873 202,086 1,847,734 2,282,693
Change (32%) (91%) (50%) (52%)
Remarks:

The substantial drop in the consumption and recycle use of packaging material in 2016 was mainly attributable to
the decrease in sales volume.
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2.3

EFFECTS ON THE ENVIRONMENT AND NATURAL HABITATS

The ecosystem plays an important part in our life. It maintains the stability of our natural habitat which
provides us with what we need. The maintenance of biodiversity is crucial for a healthy mechanism of the
ecosystem. As the major raw material of the Group is corn kernel, the distortion of the ecosystem and the
environment will have immediate effect on our operation. GSH is dedicated to maintain biodiversity and
minimise the footprints on the environment.

The operation and production processes of the Group have minimal effects on the natural environment. As
described in the previous sections, emission of greenhouse gases and wastewater are in compliance with the
relevant regulations, while cinders and a portion of wastewater are treated for recycle use. In terms of the
use of resources, conservation of resources with high efficiency and exploration of recycle use of materials
are highly promoted among the Group’s members. Notwithstanding this, the Group will continuously study
and research for ways to further minimise our footprints on the environment.

On top of this, the Group also promotes office and production automation to reduce consumption of paper
and unnecessary exhaustion of other raw materials. All data and information regarding daily operation such
as procurement, production, sales and finance are digitally created, collected, stored, manipulated, and
relayed to accomplish basic tasks. At the production plants, production procedures and manipulation of
machineries are all automated to ensure precision and lower consumption of paper for production records,
etc. Every employees of the Group are advocates of resource conservation. Recycle use of paper is a
common practice within the Group.

Below is a summary of paper consumption (humber of pages) of the Group in 2016 and 2015:

GSH Operation

Locations 2015 Change
Changchun 60,000 40,000 50%
Shanghai 93,835 89,000 5%
Jinzhou 113,900 158,000 (28%)
Dalian 2,000 3,500 (43%)
Hong Kong" 578,317 414,850 39%
Total 848,052 705,350 20%
Remarks:

1) The paper consumption of the Group’s Hong Kong office includes the paper consumption with respect to the

preparation for the publication of circular, annual reports and interim reports during the year. While announcements
and circulars increased during the year 2016, paper consumption of Hong Kong office went up by 39%.

During the year, with the aim of reducing our impact on the ecosystem, we adopted recycled paper when
printing our annual reports and interim reports.
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Sustainable development covers not only environmental aspects but also social ones. To our customers, product
safety ranks at the top of our priority list. Apart from ensuring product hygiene and safety during production
processes, supply chain management is a continuous focus of the Group. Supplying quality and safe products to
customers not only builds the reputation and brand name of the Group, but also exhibits our social responsibility
to the community. On the other hand, to provide a nurturing ground for the healthy growth of the industry, the
Group is dedicated to uphold a lawful operating environment. We continuously educate our staff on business
conduct. Corruption, bribery, fraud or any form of crimes are strictly prohibited. We also have whistleblowing and
investigation procedures in place to reinforce the integrity of the Group.

3.1 SUPPLY CHAIN MANAGEMENT

Ensuring product quality and safety products has always been the mission of GSH. The Group has stringent
control in every process, from supply chain management, production processes, packaging, to delivery to
customers. With respect to supply chain management, the Group has respective guidelines and policies in
place for all staff when carrying out their duties.

3.1.1 Engaging Suppliers

For the engagement of suppliers, the Group implements a stringent supplier certification process.
Every supplier is required to go through a list of assessment procedures before getting qualified as
the Group’s supplier.

3.1.1.1 Corn Procurement Procedures

The Group procures corn kernels, the Group’s major raw material, in the corn producing regions in
Northeast China. Most of the corn was purchased directly from farmers. As a major raw material for
production, the Group adopts stringent quality control/assurance process during the corn procurement
process. Below is a summary of the flow of corn procurement adopted by GSH:
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Farmers deliver corn kernels to
GSH production sites.

U

SAMPLING
QA" Team gets samples from each batch of corn.

L

QUALITY CHECK
Samples are sent for QC? to test water content, quality
classification, ash or impurities, etc. |

T Fail
Pass

DATABASE REJECT DISAPPROVED
Procurement Team record the details of the batch QC CORN KERNELS
results, farmer’s personal information such as ID card Samples fail to pass the QA test will not
copy, origin of production, etc. These information will be approved or accepted.
be printed out on the QA slip for the farmer.
L
WEIGHING

The truck loaded with corn kernels will be weighted
before unloading the corn kernels into the warehouse.

L

UNLOADING
The truck will be directed to the warehouse for
unloading. The process will be monitored by the
Procurement Team to ensure the quality of the corn

kernels and check if there are any visible impurities. In situation w_hen the bat(_:h of c_:t_)rn
\I/ kernels has high level of impurities
DOCUMENT CHECK RETUREN OR DISCOUNT

At every procedure described above, the relevant
department or team will check and sign/chop on the QA
form as a proof of completion. The Procurement Team
will check and certify the documents as a final check
point before issuance of invoice.

l

SETTLEMENT

Based on the documents which detail the quality,

water content and impurities to be discounted, the

Procurement Team will issue a payment slip to the
farmer for confirmation and collection of funds.

Corn kernels with high content of

impurities will either be returned

or discounted with reference to
impurities content.

Remarks:

1) QA: Quality Assurance

2) QC: Quality Control
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3.1.1.2

3.1.13

Maintenance of Suppliers Database (for procurements other than corn)

The Procurement Centre of the Group plays an important role in the screening and engagement of
suppliers. The primary focus of the Procurement Centre is to conduct market researches, maintain a
database of suppliers and update suppliers’ information on regular basis. The Procurement Centre will
examine each supplier in the following aspects:

Aspects Details

Qualifications Examine supplier’s business registration, production approval and other
related documents to justify the supplier has the relevant qualifications,
ability and capacity to produce.

Company Background Assess supplier in terms of its operation, credit worthiness, management
system, environmental awareness and lawfulness. Supplier who has good
operation and credit worthiness and has least impact on the environment
would be preferred. Food safety is another major consideration during the
assessment process. Supplier with stringent control in production safety
and hygiene with no records of violation of food safety laws will pass the

assessment.
Product Quality For raw material and packaging suppliers, they should submit samples for
Assurance assessment and testing. The test will be based on the relevant national or

industry standards. Suppliers are also required to submit food safety and/
or quality assurance documents issued by Government bodies for certain
types of raw materials (food related).

Pricing Pricing is another major aspect that the panel would look into to gets the
best quality with the best price. The principal objective is to ensure the
Group operates at the lowest cost without sacrificing quality.

Delivery Continuously check on the samples from supplier’s delivery, product/
service quality as well as the timeliness of delivery.

Customers Service Assess supplier’s responsiveness and timeliness regarding order placement,
delivery and after sale service.

The assessment reports of the suppliers will be filed properly and those suppliers which passed the
assessments by the Procurement Centre will be updated in the database.

Screening and Engaging Suppliers (for procurements other than corn)

Every year end, each subsidiary will submit its annual procurement plan which lays down the details
of the procurement items/ services (including machineries, production raw materials and daily
consumables) to the Procurement Centre for approval. The Procurement Centre will then assess if
the proposed items and quantities are justified. After the plan is approved, the Procurement Centre
will provide a list of suppliers for the corresponding items (at least 3 suppliers for each item) from
its database. The information and the list of suppliers will be submitted to a panel made up of the
representatives from Procurement Department, Production Department, Quality Assurance Department
(“QA Department”) and Finance Department for screening. The panel will review and assess the
suppliers with reference to the reports from the Procurement Centre and the suppliers’ quotation. The
panel will also consider engaging more than one supplier for the same item to avoid over-reliance on
a single supplier.

After the procurement plan is finalised, each subsidiary will enter into a supply contract with the
assigned supplier which outlined the details of the purchase and the obligations and rights of each
party.
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3.1.1.4 Suppliers’ Quality Assurance and Order Follow Up (for procurements other than corn)

3.1.2

To monitor the quality of the suppliers’ goods and services, the QA Department will carry out random
check periodically. For those suppliers whose goods or service qualities fail to meet the Group’s
requirement, they will be panelised (such as refunds or delayed payment, return of goods, etc.).
For serious and/or continuous misconduct, they will be blacklisted and disqualified as the Group’s
suppliers.

Numbers of Suppliers (for procurements other than corn)

Summary of Numbers of Suppliers by Categories and Locations in 2016

GSH Operation Raw Packaging *Total by
Locations Machinery  Materials  Materials Utilities  Logistics Others  Locations
Changchun 140 16 4 4 4 2 170
Shanghai 60 21 5 2 6 3 97
Jinzhou 117 22 8 7 18 1 173
Dalian 0 0 0 0 0 0 0
*Total by Categories 317 59 17 13 28 6 440
Summary of Numbers of Suppliers by Categories and Locations in 2015

GSH Operation Raw  Packaging *Total by
Locations Machinery Materials Materials Utilities Logistics Others  Locations
Changchun 140 16 4 4 4 2 170
Shanghai 56 21 5 6 6 3 97
Jinzhou 104 20 7 9 15 2 157
Dalian 0 0 0 0 0 0 0
*Total by Categories 300 57 16 19 25 7 424

*

Since certain suppliers supply goods or services to various subsidiaries of the Group, the total numbers of
suppliers in the above tables do not represent the total number of suppliers of the Group as a whole for the
relevant year.

Geographic Distribution of Suppliers in 2016

Raw Packaging Total by
Geographic Regions Machinery  Materials  Materials Utilities  Logistics Others  Locations
Northeast China 114 24 7 7 21 3 176
Northern China 25 4 1 1 1 0 82
Eastern China 122 20 7 2 9 3 163
Others 14 3 1 0 0 1 19
*Total by Categories 275 51 16 10 31 7 390
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3.2

Geographic Distribution of Suppliers in 2015

Raw  Packaging Total by
Geographic Regions Machinery Materials Materials Utilities Logistics Others  Locations
Northeast China 111 25 8 13 18 4 179
Northern China 24 3 1 1 1 1 31
Eastern China 114 22 8 3 8 5 160
Others 13 4 1 0 0 0 18
*Total by Categories 262 54 18 17 27 10 388

*  Since certain suppliers supply goods or services to various subsidiaries of the Group, the total numbers of
suppliers in the above tables could be different from the ones on p.25 and do not represent the total number of
suppliers of the Group as a whole for the relevant year.

PRODUCT SAFETY

As a responsible corporate, GSH puts a lot of efforts to ensure product safety, especially a lot of our
products go to the F&B industry. With the increasing concern about food safety in China, it is of the Group’s
priority to ensure product quality and safety.

The Group adopts stringent control on product quality and safety along the production process. This
has earned the Group a good reputation in the industry. The internal quality controls of the Group are
mainly operated according to the requirements of ISO9001 quality management systems and 1SO14001
environmental management systems. The subsidiaries of the Group were also awarded the HACCP (Hazard
Analysis and Critical Control Point) certifications and QS quality safety certifications.

3.2.1 Standards and Procedures of Quality Assurance Processes

GSH has written guidelines and standards for the quality assurance processes which include the
details of the examination of raw materials, packaging materials and finished products, etc. The
details of the examination cover the examined subject, methods and scope which the Group has
formulated with reference to the requirements of the relevant national and industry standards. Below
is a summary of the standards of the Group adopts for different types of materials or products:

o Raw materials & production materials: The QA Department and the relevant production units
would inspect and examine all raw materials and production materials to make sure they are in
line with the relevant National GuoBiao (GB) standards and the Group’s requirements. Those
which have not been examined or did not pass the examination are strictly prohibited for
production use.

° Intermediate and finished products: The Production Team and the QA Department are
responsible for the inspection and examination of intermediate and finished products. The
Production Team monitors each of the production processes and carries out tests for the
materials in each process; while the QA Department is responsible for carrying out tests on all
finished products and random tests on intermediate products. Both teams keeps a record of
the findings of the tests which includes the details of production batch number, test frequency,
sample size and passing rate, etc. In general, the QA Department will keep every batch of
tested samples for 3-12 months (depending on the shelf life of the products and nature of
customers). In case of customer’s complaint, this will serve as a basis to investigate the cause
of the quality issue.
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The Group adopts random sample testing method for most of the production processes as required
by the relevant National GB standards or industry standards. In general, sample testing is carried out
on every stage of production. Only qualified materials could be passed to the next process. The below

diagram illustrates the workflow of the QA process:

Samples from
a batch

| .
Pass Fail
J 1

To next production Run the same test on multiple
process samples (larger sample size)
taken from the same batch

\,/— Pass

Fail _\I/

If the reason for the discrepancy in
the first test has been found and other
samples from the same batch pass the

test, the product could be passed to the
next production step after confirmation of
the quality of the batch of materials

Depending on the
parameter that is
in question, the
batch of materials
will be treated
differently:

Problems in relation to

impurity, concentration
or bacteria content

Problems in
relation to
contamination

The materials will be diverted back to

the relevant process (decolourization,

evaporation/distillation, ion exchange,

etc.). The materials will go through the

same QA processes as above after to

ensure the relevant requirements have
been reached.

The Production Team and the QA
Department will investigate the cause
of contamination, evaluate and improve
production procedures to avoid that in future.
The materials will be dumped as waste. It will
be treated through the wastewater treatment
facilities before discharge.

On top of the above arrangements, each subsidiary will submit samples to third party laboratory or
inspection bodies for examination and inspection on regular basis as required by PRC regulations.

° Packaging materials: Cleansed packaging materials and tankers would be inspected and
examined randomly before sending into the packaging lines. During the packing process,
workers keep track of the weight of materials to ensure it falls within the allowed range.
Packaged products would be inspected before sending to the warehouse to ensure product

quality.

° Warehousing: Finished products will be transferred to the warehouse after inspection and
stocktaking. The warehouse should be kept in clean, ventilated and dry condition as required

by national and industry standards.
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3.2.2

° Delivery: Before delivery, QA Department will carry out a final random check on the products.
Once the batch of products passes the examination, the QA Department will issue a QA report
to the customers. At the same time, as part of customer service and quality assurance follow
up, the QA department will keep the samples from each batch for 3 to 12 months, depending
on the nature or requirement of each customer. The truck should be clean and sterilised before
loading products onto it.

Below is a list of the relevant national and industry standards for the Group’s products:

° Glucose Syrup: GB/T 20885-2007

° Edible Glucose: GB/T 20880-2007

o Maltose: GB/T 20883-2007

° Syrup for Brewing: QB/T 2687-2005

° Isomaltooligosaccharide: GB/T 20881-2007

High Fructose Syrup: GB/T 20882-2007
Maltodextrin: GB/T 20884-2007

Food Additive — Sorbitol Solution: GB 7658-2005
Edible Corn Starch: GB/T 8885-2008

Corn Gluten Meal for Feedstuffs: NY/T 685-2003
Maize Qil: GB 19111-2003

Standards and Procedures for Recall of Products

All of the Group’s products must undergo the relevant examinations or tests to ensure they are free
from any possible quality or food safety problems; and if they do, the results of the examinations or
tests would prevent them from getting into the market. To ensure we react quickly enough in case
of any products which are proved to have quality defects or may endanger public health and safety;
and to minimise possible risk or damage posed to the community, the Group has written guidelines
regarding the procedures for the recall of products. All members of the Group strictly follow the
guidelines in case of problematic products.

Every subsidiary of the Group establishes a Product Recall Team to be responsible for the recall of
problematic products, which is directly led by the General Manager of the subsidiary. QA Department
is the major functional department of the team and it also consists of members from the Production
Department, Sales Department, Logistics Department and Administration Department, all members of
the team must work together and ensure they are well-informed about the latest situation during the
product recall procedures. The procedures for product recall are as follows:

1. When Sales team receives customer’s complaint regarding product quality or safety, they
will collect all the relevant information according to the nature of complaint and submit to
QA department immediately for further investigation. With the information on hand, the QA
department will then start investigating the case. If the product is proved to have defect,
whether it is visible or latent in nature, in relation to quality such as large discrepancy in
concentration or color, high bacteria content or contamination, etc., the QA department will
report to the Product Recall Team immediately. The Product Recall Team will inform the
relevant departments to suspend production and sale of the problematic product and at the
same time commence the product recall procedures.

2. As soon as the Production Department receives the reported case, they will examine the
production record of the relevant batch of product involved including the product name,
specification, batch number, deliveries, volume sold and stock. The Production Department will
then issue a “Product Recall Notice” to the Sales Team.
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3.2.3

There

The Sales Team will follow up with customers and request to quarantine the product involved.
The Sales Team will also record the involved volume and the reasons for requesting recall, and
then inform the Logistics Team to arrange the recall of the products. The Logistic Team will
record the details (including product name, volume, order number and invoice number, etc.) of
the products recalled and segregate them properly.

QA Department will examine the recalled product and submit a report outlining the type of the
quality defect, the cause of the problem, people who might be affected, level of seriousness
and urgency, and suggesting solutions to handle the problematic products (disposal for
contaminated or hazardous product while other problematic products (such as problems in
relation to concentration or color) will be reprocessed and recycled as appropriate). Depending
on situation, the product recalled will also be sent to a third party laboratory and inspection
body for examination. The report will be submitted to the General Manager of the relevant
subsidiary for further handling. If it is found that the product may endanger human safety, the
QA Department will immediately inform the relevant government bodies responsible for quality
supervision. Considering the seriousness of the case and as advised by the relevant authorities,
the Company will make a proper announcement to the community through the media to notify
the people who are affected or may possibly be affected. At the same time, the Company
would seek legal advice from the legal counsel regarding the legality of decisions and actions.

The Production Department will reprocess/dispose the problematic products as suggested
while the Sales Department will follow up the case with the customer.

Administration Department will keep a full report of the case for record.

QA Department will revise and verify the quality assurance system from time to time to ensure
the products are safe and meet the quality requirements.

was no product recall case in relation to food safety problems in the Group in 2016 (2015:

nil). However, there were cases of customer’s complaints and product return cases reported during
2015 and 2016 primarily in relation to concentration and packaging materials. Details of the cases are
outlined in section 3.2.3 below.

Statistics of Customer’s Complaint and Product Return Cases for the Group’s Core Business

Number of Cases of Customers’ Complaints and Product Return in 2016

Number of Cases

Changchun 0 0 0 0 0 0 0 0 0 0 0 0
Shanghai 1 0 0 0 0 5 0 1 0 8 0
Jinzhou 3 0 0 0 0 0 0 0 0 0 3 0
Total 4 0 1 0 0 0 5 0 1 0 1 0
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Number of Cases of Customers’ Complaints and Product Return in 2015

Problems in relation to

Product Invalid

Quality Packaging Quantity Complaints Others Total
Number of Cases C “PR C “*PR C “PR *C “PR ‘C “PR C “PR
Changchun 0 0 0 0 0 0 0 0 0 0 0 0
Shanghai 0 0 0 0 0 0 8 0 1 1 9 1
Jinzhou 5 0 0 0 0 0 0 0 0 0 5 0
Total 5 0 0 0 0 0 8 0 1 1 14 1

*

C — Number of complaint cases
PR — Number of product return cases

Based on the number of reported cases, percentage of customers’ complaint cases and product
return cases over the total number of sales orders processed for GSH in 2016 was 0.05% (2015:
0.08%) and 0.00% (2015: 0.01%) respectively. Such decrease was mainly attributable to the facility
and production technology upgrade and stringent quality control exercised, which in turn enhanced
GSH'’s overall product quality.

Tonnage of Products Involved in Relation to Customers’ Complaints and Product Return in 2016

Tonnage of Problems in relation to

Products Product Invalid

Involved (Metric Quality Packaging Quantity Complaints Others

Tonne) *c **PR *c **PR *c **PR *c **PR **PR

Changchun 0 0 0 0 0 0 0 0 0 0 0 0
Shanghai 5 0 5 0 0 0 66 0 67 0 143 0
Jinzhou 60 0 0 0 0 0 0 0 0 0 60 0
Total 65 0 5 0 0 0 66 0 67 0 208 0

Tonnage of Products Involved in Relation to Customers’ Complaints and Product Return in 2015

Problems in relation to

Tonnage of Product Invalid

Products Involved Quality Packaging Quantity Complaints Others Total
(Metric Tonne) C *PR C “PR C “PR C “PR C “PR C “PR
Changchun 0 0 0 0 0 0 0 0 0 0 0 0
Shanghai 0 0 0 0 0 0 148 0 10 10 158 10
Jinzhou 497 0 0 0 0 0 0 0 0 0 497

Total 497 0 0 0 0 0 148 0 10 10 654 10

* C — metric tonnes of products involved in complaint cases
** PR — metric tonnes of products involved in product return cases

Based on the volumes involved, percentage of customers’ complained volume and product return

volume over the total sales volume for GSH in 2016 was 0.05% (2015: 0.16%) and 0.00% (2015:
0.002%) respectively.
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3.3

3.2.4 Compliance with the Relevant Laws and Regulations on Quality Assurance & Product Safety

All subsidiaries under GSH are in strict compliance with the relevant laws and regulations in relation to
quality assurance and product safety in the PRC. These laws and regulations include:

. Food Safety Law of the People’s Republic of China ({FF#E A RIMNMER BT EE))

. Product Quality Law of the People’s Republic of China ({(Fh#E A R A MEE RS £8%5))

. Food Hygiene Law of the People’s Republic of China ({(FZE AR KB R MEEE))

. Standardization Law of the People’s Republic of China ({##E A R EFBIE AL E))

. Agriculture Law of the People’s Republic of China ({Fh# A R A E %))

° Law of the People’s Republic of China on Quality and Safety of Agricultural Products ({FZ A
REMBREREELEE))

. Law of the People’s Republic of China on Import and Export Commodity Inspection ({1 AR
HANBE®E T AERRRE))

o Special Provisions on Strengthening Food Safety Supervision and Management from the State
Council KEBEBANINBRMFEMT D EEERNTRRE))
° Law of the People’s Republic of China on the Protection of Consumer Rights and Interests ({/

FEARKNMBEDHEERZRER))
3.2.5 Product Liability Insurance

Apart from monitoring the Group’s product quality through the above-mentioned internal control
process to minimise the chance of quality issues, the management also reviews and assesses the
Group’s risk bearing ability from time to time.

In 2016, the Group has not engaged in any product liability insurance contract (2015: nil).
3.2.6 Confidentiality

There are written guidelines in all subsidiaries of GSH for all staff to ensure customers’ information
is protected. Unless required by laws in special circumstances, all employees of the Group are
required to keep customers’ information confidential. They are also educated from time to time to be
in compliance with the guidelines and the local laws and regulations. In certain circumstances or as
requested by customers, the Group will also enter into confidentiality agreements to protect the right
of customers as well as the Group.

ANTI-CORRUPTION

Corporate social responsibility, integrity and fairness laid a solid foundation for the Group’s corporate value.
GSH operates and continuously improves its internal control system to ensure the business activities are
conducted properly and in compliance with laws and the Code of Conduct of the Group.

As a public listed company, GSH applies the principles and complies with the code provisions in the
Code on Corporate Governance Practices as set out in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited, and adopts a code of conduct in relation to the
Directors’ securities transactions on terms no less exacting than the required standard set out in the Model
Code for Securities Transactions by Directors of Listed Issuers of the Listing Rules set out in Appendix
10 to the Listing Rules. A Corporate Governance Committee has been set up to ensure the effectiveness
of corporate governance and system of internal non-financial controls of the Group. The Committee shall
introduce and propose relevant principles concerning corporate governance and review and determine
the corporate governance policy, so as to enhance and ensure a high standard of corporate governance
practices in the Group.
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3. OPERATING PRACTICES

During the reporting period, the Group has completed the documentation of the Code of Conduct. The Code
of Conduct outlines the ethical principles and behavioural framework of the Group, and provides guidance
for all the members of GSH on their behaviours, responsibilities, rights and obligations. All members are
expected to strictly comply with the Code of Conduct to ensure the Group operates in a lawful and orderly
manner.

As anti-corruption is an important part of good governance, guidance in relation to anti-corruption is also
outlined in the Code of Conduct. Relevant guidance is formulated based on “A Corruption Prevention
Guide for Listed Companies” (published by Hong Kong Independent Commission Against Corruption) with
reference to the actual situation that is appropriate for the Group, which contains the anti-corruption policy
of the Group, definition of advantages and entertainment, allowance and supervision regarding acceptance
of advantages or entertainment, and reimbursement policy for business related entertainment expenses. The
Company also has a whistleblowing policy and procedures to encourage and enable Group members to raise
concerns about corruption and violation.

The Group adopts zero tolerance policy to corruption. Under no circumstances shall a Group member offer
or take bribes for personal earnings from business dealings (may it be in the form of commission, loan, gifts,
services or offering/ accepting a position in an organisation). For business related entertainment expenses,
employees are required to follow the company policies strictly and submit the relevant applications and
declarations where applicable, to suppress any bribery, fraudulent and corrupt practice which would
adversely affect the reputation and operations of the Group.

The Group is in compliance with the relevant national or local laws, regulations and guidance in relation to
anti-corruption, which are listed as followings:

. Company Law of the People’s Republic of China ({1 ARKEFMERATE))

Criminal Law of the People’s Republic of China ({#E A RHEMBETIE))

Law of the People’s Republic of China Against Unfair Competition ({ 1% A REFMBR T EE 5F0A5))
Prevention of Bribery Ordinance (Hong Kong) (F7 1EBEBEIEHIN(FE))

Theft Ordinance (Hong Kong) (CGEFEIRIEHIN(EE))

A Corruption Prevention Guide for Listed Companies (Hong Kong) ({ F A TP EHSI)(EH))

There is no cases in relation to bribery, blackmail, extortion or money laundering reported in any of the
subsidiaries under the Group in 2016 (2015: nil).

Global Sweeteners Holdings Limited
2016 Environmental Social Governance Report



4. COMMUNITY INVOLVEMENT

As a part of sustainable development, GSH is dedicated to community investment as it is the source of our people
and resources. Apart from the Group’s continuous efforts on employee’s career development and environmental
protection, GSH is committed to communicate with the communities where the Group operates in order to understand
their needs and concerns. To achieve this, the Group is open to communications with our stakeholders, employees,
the local governments, the community and other industry players. We encourage interactive consultation with the
community during the planning and development of projects as well as proactive community involvement.

As a manufacturing firm, GSH has strong awareness in our environmental footprints. The Group is dedicated to
operate with minimum impact on the environment. Apart from the stringent control on the emission level and
wastewater treatment, GSH continuously explores ways to lower energy consumption during the production process
and raise overall efficiency.

As announced by the Group on 7 January 2014, in response to the recent regional development plan of the local
government, the Group agreed to relocate its production facilities in Changchun to the new site in Xinglongshan. The
Group is now gradually relocating its production facilities to the new site in Xinglongshan according to the relocation
plan. The relocation is a good opportunity to upgrade the Group’s production facilities and streamline production
processes. It is expected that after the relocation, production efficiency at the new site will be improved and thus
reducing the Group’s energy consumption and footprints on the environment.

GSH is also dedicated to contribute to the corn-refinery and corn sweeteners industries. We actively take part in
relevant associations to promote the industry, food safety and production safety. GSH believes that a well-developed
industry standard would form a solid foundation for the growth of the industry. The Group has participated in
various organisations including the China Food Additives & Ingredients Association, the China Fermentation Industry
Association, the China Association of Bakery & Confectionery Industry and Provincial Quality and Technology
Supervision Association.

Corn is the Group’s major raw material which we source mostly from local farmers. It is the Group’s mission to
promote the better use of corn and contribute to the value adding process. It would create mutual benefit for
both farmers and corporate. To achieve this, the Group participates in the Provincial Agriculture Industrialisation
Association which aims to promote agricultural projects, applications of agricultural products and commercialisation
of these projects with the target to enhance the life of farmers and better utilisation of resources.
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4. COMMUNITY INVOLVEMENT

In 2016, the Group achieved good results in various evaluations and assessments organised by various institutions.

GSH Operation

Locations favards

Shanghai
Industry in 2016
(BHRZBERMIBITE T8k %)
Best Growth Enterprise of 2016
(2016 FEHKERKEE)

Jinzhou

(BN EE)

AAAAA Credit Rating Enterprise
(AAAAA R E B 3E)

Outstanding Enterprise

(BEFEE)

Major Export Enterprise

(EBHARE)

Top 20 Enterprises in China Starch Sugar

Meritorious Enterprise of Jinzhou City

Awarding Institution(s)

China Biotech Fermentation Industry Association

(PEEYEEEEGS)

People’s Government of Minhang District, Magiao
Town

(BITRSBEARRM)

Jinzhou Municipal Government

(8RN TR AT )

Jinzhou Binhai New Area Management Committee
(HMNEENREEZS)
Jinzhou Binhai New Area Management Committee

(BMNEBEBHEERS)

Jinzhou Binhai New Area Management Committee

(BMBEBTRELZS)

Our commitment to the community also involves our people. The Group organised various extracurricular and
social activities for our employees regularly and encourage our employees to participate in community investment
activities. During 2016, the subsidiaries of the Group have organised various sports events and ball games, and
selected outstanding athletes to take part in local marathon and other public sports events. Organisation of
these sports events helped enhance the Company’s corporate image and at the same time, cultivate the sense of

belongings and initiative of our people.
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