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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RE  HERERERE (A)

ABOUT THE REPORT

In 2016, China Automotive Interior Decoration Holdings Limited
(hereinafter referred to as ‘The Group’ or ‘We') has upheld its
goal of caring for the environment, ecology and talent by ‘Seeking
truth from facts and practising what we preach’ with the active
participation of its employees to ensure that environmental and social
projects are effectively implemented. We hope that the employees
and the Group can raise awareness of our environmental and social
responsibility, and also develop and grow together. Based on the
principal of mutual benefit, we maintain effective communication
with our stakeholders, exchanging views and sharing information
about environmental and social responsibility with them, in order to
build a long-term working relationship.

Report scope: This is the first of the Group to summarise
environmental, social and governance performance. The contents of
this report cover the Group’s environmental, social and governance
("ESG") performance with respect to the operation of automotive
interior decoration business. The report data was principally collected
at the Group’s Wuxi factory. The preparation of this report is in
accordance with Appendix 27, titled ‘Environmental, social and
governance report guidelines’ of the securities listing rules (listing
rules) of the Stock Exchange of Hong Kong.

Reporting period: This is an annual report, and the reporting period
is 1 January 2016 to 31 December 2016.

COMMUNICATION WITH STAKEHOLDERS

An insight into the stakeholders’ needs is an important consideration
for the development of the Group. We have established two-way
communication with our stakeholders through channels such as
company visits and meetings, teleconferencing, company website
information, company publications and email to inform them about
issues such as environmental awareness, fire safety, product quality
and emission reduction. Through these channels, we can better
understand their expectations, which can help us to maintain a good
relationship. The Group abides by the related regulations of the
Stock Exchange in regularly convening an Annual General Meeting
of Shareholders to present the shareholders with the Group’s
business situation and vision in order to build up the shareholders’
understanding and confidence in us.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RE  HERELRRE (A

1. Environment 1. &®E

1.1 Cherish environment and reduce emissions

As society develops rapidly, the issue of environmental
protection becomes increasingly important. The Group
undertakes the responsibility of running its business with
a conscience by focusing on three major categories of
issues, namely greenhouse gas emissions, water saving
and waste reduction. Therefore, we have established
the ‘Energy conservation policy’, ‘Business travel
reduction Policy’, the ‘Indoor air quality policy’, the
‘Solid waste recycling Policy’ and the ‘Hazardous waste
reduction policy’, in response to society’s demands on
environmental conservation and emission reduction.
Specific activities implemented by the Group include:

(i) For energy conservation, take action to increase
the effect of heat conservation in Heat setting
production line and use energy-saving motors to
reduce energy consumption;

(i)  To propose plans to reduce business trip
expenditures and avoid holding meetings involving
long-distance travelling. Replace these with
teleconferencing or videoconferencing to reduce
the carbon emissions generated by travel;

(iiiy  Support and prioritise the use of local suppliers and

exert environmental influence on the supply chain;

(iv)  Maintain indoor air quality, indoor organic waste

gases are collected and handled properly, and

ventilation fans are installed indoors;

(v) In daily operation, remind employees and visitors
to save water; promote properly production plan to
reduce the waste water generated from washing
equipment when changing production batches;
production waste water is to be recycled;

(vi) Reduce waste by means of reducing the use,
categorisation, recycling and so on; Disposal of
glass waste, plastic products, aluminum cans,
and collection of scrapped metal materials for
other production purposes, regular evaluation of
the production processes to identify the source
of hazardous waste and the establishment of
hazardous waste reduction plan;

(vii)

Promote paperless office, reusing ink cartridges.

The Group abides by the laws and regulations related to
emissions, and did not commit a single offence in 2016.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RIE - HERERKRE (&)

1.2

1.3

Use of resources

We encourage the cherishing of resources and hence
have formulated the ‘Green Office Policy’ to instil
a mind-set of ‘Energy conservation and low carbon
emissions’ throughout the organisation. We have
initiated water and electricity conservation and also
a paperless office, and office expenditure is strictly
controlled to reduce unnecessary wastage. We focus
on turning off lights or not using them as often. In the
office or conference room, we have been using natural
light whenever possible, and making sure that the lights
are turned off once the area is not in use, in order
to reduce electricity consumption in the office or not
related to the office. On the production, we choose raw
materials with the green mark of certification, and strictly
control raw material procurement and usage based on
production orders. We strictly forbid over-procurement
and wastage. The Group uses new highly-effective steam
drainage equipment that conserves thermal energy. As
for important files such as contracts and agreements,
we will implement an electronic filing system and scan
documents to be saved as electronic copies, in order to
avoid unnecessary paper printing.

Environment and natural resources

It is our responsibility to love and protect the earth.
Therefore, we demonstrates our determination to support
cherishing the environment and natural resources and
are willing to share information about environmental
conservation to our stakeholders. We advocate green
procurement policy and prioritise the use of products
from green organisations. In addition, we provide online
ordering services to save paper. At the same time, we use
posters to promote environment conservation measures
to contractors. We provide green products and services
in response to customers’ requirements. On the topic of
green education, we provide annual training to staff on
environmental conservation, fire-fighting and solid waste
classification and disposition, and as early as 2006, we
obtained 1SO14001 Environmental Management System
certificate.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)
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2.

Employment and labour practices
2.1 Employment

The Group believes that employees are an invaluable
resource, and also its growth factor. ‘Setting up a
system to protect our employees’ is an indispensable
management concept. Therefore, we have been striving
to maintain the rights of employees and let them work
in a safe and comfort environment, and we can go side
by side. We have been formulating many employment
policies that include:

Equal promotion policy: Based on staff performance,
quality and capability to fully mobilise their initiative
and enthusiasm, and to facilitate fair and just treatment
within the company and establish a mechanism of fair
competition.

Work-life-balance policy: Besides implementing local
wage standards, we also offer holiday benefits. The
Group provides certain welfare benefits to employees on
their birthday, illness, marriage and so on, depending on
the situation.

Compensation policy: We pay employees social
insurance and work accident insurance in a timely
manner. In case of work-related accidents happened,
employees are compensated timely.

Remuneration policy: Internally, employees are
rewarded equally corresponding to their work effort,
contributions and performance, and employees doing
similar jobs or with similar capabilities are rewarded
equally; Externally, our compensation has a corresponding
competitiveness, more conducive to attract and retain
quality talent.

Termination and retirement policy: The Group
executes retirement procedures for employees reaching
retirement age, based on China’s policy. For employees
that are not employed in line with the regulations under
the Labour Law, the Group shall terminate their labour
agreements in accordance with the Labour Law and
company regulations.

Anti-discrimination policy: We encourages people with
disabilities to be self-reliant and employs them in order to
promote the integration of people with disabilities in the
business world.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)
RIE - HERERKRE (&)

Employee diversity policy: The Group does not support
the concept of regional discrimination. As long as the
applicants fulfil the employment criteria, local or foreign
applicants are accepted.

Employee welfare: We adopt holidays in accordance
with the Labour Law: such as paid annual leave, statutory
holidays and maternity leave, and has signed the ‘Special
Agreement on Collective Consultation on Wages’,
‘Special Agreement on Collective Consultation on Special
Protection of Women Workers and Special Rights’ and
‘Special Agreement on Collective Consultation on Labour
Protection’.

In addition, we have formulated an employee enquiry
mechanism to facilitate the handling of employees’
enquiries. On 15 June 2016, an employee made an
enquiry to the Administration Department over a wage
problem. Taking the situation into consideration, the
Administration Department sought to verify with the
Production Department. It was discovered that the
employee had applied for leave but came to work
without cancelling his leave, causing his attendance
record to be short of one day, and causing him to have
one day’'s deducted. Considering the fact that the
employee actually came to work, although he forgot to
cancel his leave, we should not have deducted his wages
for the day. Therefore, we agreed to compensate him
in his next month’s wages. The employee expressed his
understanding and had no further concern, and the case
was solved on the same day.

The Group leveraged on the implementation and control
of the above-mentioned employment policy to prevent
the occurrence of any form of violation. Therefore, there
was no occurrence of violation of employment regulations
during the reporting period.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RE  HERELRRE (A

2.2 Health and safety 22 RBEHZE

The Group has established a policy which is implemented
and monitored on-site to safeguard the health and safety
of employees. We have formulated a workplace health
and safety policy, providing employees with personal
protection equipment and medical supplies, and assigned
safety officers to supervise and inspect. We know the
importance of training, so we provide employees with
training on workplace health and safety, helping them
to recognise workplace hazards and equip them with
accident prevention tips, in order to achieve ‘Zero fire,
zero death, zero casualty and zero occupational hazard'.
In addition, we focus heavily on our employees’ health,
providing employees with psychological counselling
and helping them to relieve stress, allowing them to
work in a conducive environment. With regard to
the safety-monitoring policy pertaining to external
contractors, we have signed a safety management
agreement with them, clearly defining their duties; and
we carry out supervision and monitoring to ensure their
compliance. We place great importance on feedback,
complaints and opinions from employees regarding health
and safety. On 14 August 2016, employees provided
feedback that during meal time, the floor of the canteen
was wet and slippery causing slips and falls easily. We
assigned the Administration Department to find out the
cause. As the dampness was found to be due to constant
raining during summer, we cleaned up with dry cloths
and placed anti-slip foot pads on the floor, thereby
solving the problem in an appropriate manner in response
to the employee appeal, and preventing a slipping and
falling accident.

Given that the above-mentioned policy was effectively
implemented, we did not have any cases of violation of
health and safety requirements in 2016.

AEERBRELGE KRB IZEBEE
o mEEE THREEZ 2 3, M
FIEBRERRILZE2HBR BB TIR{E
ZEMEIEMBEEAM TERLE
BETEEREER KMAEEID
HEEWH AL ZMAE LIRERFERE
R R Z 2550 - fE 4P 88 SR 5 L {EH &Y
TR -BHEEHR BEEE[AKER
AT WTEAT EHEEAET BE
RERERZT | N BMBEET
D IR ER - % B T 1T /0 IR & AR
B-EZETREAESBEMNRET I{EH
RINB 2 %2 B R BUR » B B2 4t 1P
R LEEREHE G ERESEE I
ETEERES -HMERE TEEHEHE
ZEREBEFNFER 1£20165F8H14
B ETITRMAZRREWRZE B
SEE BEMERTEDPERREA &
HEXZMERHE NZmE2REE
ez EERRMEBEF-KREEZ
E LA E B TAYEFk kit % R =+
BREE-

ERN EBRNARATT E20165F
B-RMREEREFERL 2 ERE
Ao

FESEAHGSREASR LA

7



8

2.3 Development and training

In order to achieve the long-term development and
training of employees, The Group formulated a career
development policy and staff training policy. The key to
the career development policy is to help employees to
formulate a career plan and establish a feasible career
development goal. Following this, we can formulate a
series of plan for training, promotion and job rotation
based on that goal. Under the staff training development
policy, the Group provides employees with a good
platform for growth, focusing on their occupational
health, actively improving the workplace environment and
establishing an excellent corporate culture, and helping
employees and the corporate to grow together and in all
aspects.

2.4 Labour standards

The Group places great importance on labour standards.
Therefore, we strictly adhere to the ‘Employment
Ordinance’ of Hong Kong and the ‘Labour Contract
Law’ of China. We have also established a ‘Child labour
protection policy’ and ‘Forced labour prevention policy’ to
ensure that labour standards are effectively implemented.
We have also used the bulletin board and email to
inform all employees about the importance of the labour
standards. We insist on not employing children below
18 and do not force employees to do overtime work.
If the employee volunteers to do overtime work, they
will have to fill in a "Voluntary overtime form’, and the
overtime pay has to be implemented in accordance with
the Labour Law. As a result, we did not have any cases of
violation of the labour standards in 2016.

Supplier management

The Group and its suppliers have established long-term
partnerships with the endeavour to forge a win-win situation
for all parties. We are of the view that corporate social
responsibility should cover product and service quality,
environment, workplace safety and health, community
involvement and being an employer with a conscience.
Therefore, we require suppliers to obtain awards and
certificates on corporate social responsibility and to abide the
supplier code of conduct that we have defined for them. At
the same time, we have engaged third-party organisations
to regularly evaluate the corporate social responsibility
performance of our suppliers, and have required the suppliers
to ensure that their service quality fulfils our requirements.
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Product responsibility

The operational basis and belief of the Group is product
quality, environment and safety. We have formulated
policies that are in line with laws and regulations, and the
requirements of the client and the Group. We also strictly
manage and control our products to ensure that the products
fulfil these requirements. In terms of product compliance, we
adhere to the ‘Comprehensive management programme for
product verification’. Products can only be issued after they
have passed strict quality inspection and safety verification.
The Group places great importance on fair promotional
messages to avoid misleading our customers. Therefore, we
require of all our sales personnel to provide customers with
correct and true information when selling. Considering of
the importance of after-sales service, we have formulated the
‘Customer satisfaction management programme’ to ensure
that there is timely and effective communication pertaining to
the customer’s requirements. Once the products need to be
recalled, we will handle and recall based on the ‘Management
of non-conforming products procedure’.

We have been effective in ensuring that product responsibility
is fulfilled. Therefore, there was no case of violation of service
responsibilities during the reporting period.
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Honest Operations

The Group's directors prioritise the interest of shareholders by
maintaining and promoting successful business growth, and
have managed the formulation of the company’s management
policies. The Board of Directors has the Chairman of the Board,
the Executive Director and the Independent Non-executive
Director, who report to the Board of Directors on a monthly
basis. To prevent corruption, we have effectively established
many ‘Clean governance policies’ and undertake regular
evaluation policies, which include the following:

Anti-corruption policy: An anti-commercial bribery
commitment policy is implemented for key links and key
position holders, and staff in important position are required to
sign the ‘Letter of undertaking of non-bribery/non-corruption’
with the company.

Whistle-blowing policy: The Group encourages employees
and companies with business dealing to report cases of
corruption. Acceptance, investigation and other related actions
in connection with these cases are kept strictly confidential.

Conflict of interest declaration policy: Employees need
training on correctly handling conflicts of interest at work and
prevention of the acquisition of improper benefits. In addition,
employees must fill in the ‘Conflict of interest declaration
form’.

Service contract approval policy: All contracts have to be
approved by the Finance Department and General Manager,
and those with large amounts have to be approved by the
Managing Director.

Tender policy: The Group performs procurement in a
systematic, effective, open and fair manner, comparing both
price and quality, and exercising supervision and control over
the whole process, preventing improper conduct during the
procurement process.

Anti-money laundering policy: Prior to paying out large
amounts, the Group records the personal information of the
receiver.

Prevention of extortion and fraud policy: Increase
awareness of safety and alertness, and provide training through

case studies from time to time.

Given that the policy was implemented effectively, the Group
did not have any cases of corruption in 2016.
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Care for society

The Group is focused on the needs of the community, and
actively cooperates and participates in activities organised
in local and urban areas. We have assigned Administrative
Department to inform the employees of the event through the
bulletin board and email, and evaluate the effectiveness of
the events on a yearly basis. Once we receive feedback from
community groups, we reply immediately, discuss with the
related personnel and follow-up. From the above-mentioned
activity, the Group and its employees have enhanced their
sense of responsibility about environmental protection and
caring for the community.

Brand image

The Group seeks to improve itself constantly and strives to
provide good-quality products and services to consolidate its
good brand image. Therefore, we have received many forms of
recognition and awards in business management, including:

o 2005 cultured company award, presented by the
management committee of the new district of the
People’s Government of Wukxi

o Charity Star, presented by the Jiangxi Street Charity
Association

3 High New-Tech Company, presented by the Wuxi Science
and Technology Department, Finance Department, State
Administration of Taxation and the Local Taxation Bureau

3 Wuxi Safe production Class A enterprises, presented
by the Wuxi Safety Production Supervision and
Administration Bureau

o Advanced enterprise in Wuxi New District fulfilling
Social Responsibility, presented by the New District
Administrative Committee

o Wuxi New District ‘Top Ten’ overseas Chinese enterprises,
presented by the New District United Front

o Green Level Enterprise Exercising Environmental Behaviour
in Wuxi New District, presented by New District Planning
and Construction Bureau

o Model Social Enterprise that is Environmentally Friendly
and Energy Saving, presented by the Wuxi Proactive
Information Committee, Wuxi Municipal Finance Bureau
and Wuxi Science and Technology Bureau

3 Harmonious Union, Happy Home, presented by the Wuxi
New District
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (Continued)

RE  HERELRRE (A

ESG content index

Key areas/dimensions of the ESG Reporting Guidelines

ESGHEESITEHR BE TEFHBBHEX

A. Environment

A RIE
Level A1: Emissions
BEA R BED
Level A2: Use of Resource
BEA2 - EREMR
Level A3: The environment and natural resources
BHEHA3 - RRERRAANER

B. Society

B. #&
Employment and labour standards
BEESIER
Level B1: Employment
[EMEB1 : BE
Level B2: Health and safety
[EMEB2 - EEHZ 2
Level B3: Development and training
[EMB3 : R kI
Level B4: Labour standards
[EE B4 : 4 T AR
Operating practices
ZEE D
Level B5: Supply chain management
[EmB5 : gz EIE
Level B6: Product responsibility
[EHEB6 - Ema f
Level B7: Anti-corruption
EBMB7 : RE)5
Community
ol
Level B8: Community investments

EMBS : {EIEE

B HEREAMEESIATRI

ESG report section Page
ESG &5 E BEH
Environment 3
RIR

Environment 4
RIR

Environment 4
RIR

Employment and labour practices 5
BRERBIER

Employment and labour practices 7
BRERBIER

Employment and labour practices 8
BRERBEIER

Employment and labour practices 8
BERBIER

Supplier management 8
HEmER

Product responsibility 9
EmEE

Honest Operations 10
158 5P FROR

Care for society 11
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