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INTRODUCTION

The Chinese e-commerce sector is booming and trading on the e-platform has
become a global trend. In the process of developing its business operations,
HC International, Inc. (“HC International”) also takes into consideration social
impacts, consciously implementing a series of corporate social responsibility
programme to contribute to the community. We focus on a number of
areas, including staff performance enhancement, environmental protection,
community caring and poverty alleviation. We also actively combat cybercrime,
and have established the HC College to share business management
experiences with our customers. Through cooperation with our suppliers and
other business partners, we aim to build a robust and sustainable business
environment.

We are pleased to publish our first Environment, Social and Governance
Report. This report sets out the environmental and social policies of our Group
in 2016. We shall keep reviewing the relevant measures and execution, and
begin to collect relevant data which we hope to disclose in future reports.

ABOUT THIS REPORT

Reporting Scope

This report covers the environmental, social and corporate governance policies
taken by HC International in relation to the core operations in Beijing. We
anticipate including the environmental and social involvement policies of the
entire Group in future reports.

Reporting Period
This report covers information from 1 January 2016 to 31 December 2016.
Historical data is also included for comparison, where applicable.

Reporting Standard

This report is prepared pursuant to the ‘Comply or Explain’ sections of the
Environmental, Social and Governance Reporting Guide as set forth under
Appendix 27 of the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited.

Valuable Feedback

Stakeholders’ feedback is valuable for our continuous improvement in
environmental, social and governance performance. Please feel free to contact
us for any comments.

HC International, Inc.
Address: Tower B, Jingyi Technical Building,
No. 9 Dazhongsi East Road, Haidian District, Beijing
Postal code: 100098
Hotline: (86-10) 62298811
Email: ir@hcgroup.com

HC International, Inc
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CORPORATE OVERVIEW

HC International, Inc. (the “Company”) and its subsidiaries (collectively
referred as the "Group”) is one of the leading domestic B2B e-commerce
operators in the People’s Republic of China (the “PRC" or “China”). With
its professional information services and advanced internet technologies, it
has established a reliable demand and supply platform for small to medium
enterprises (“SMEs"), and has been providing them with complete business
solutions. Through dedicated efforts and developments over the past 24
years, the Group has expanded its business scope to cover more than 100
cities nationwide, with branches in 9 cities and a service team of about 2,964
individuals as at 31 December 2016.

With its professional experience and skills acquired from various industries
over the past 24 years, the Group provides SMEs with B2B1.0 marketing
solutions of Mai-Mai-Tong, an internet information based product, and
keyword search, and also offers customers with effective B2B2.0 service
experience through professional matching team, the entrusted operation
team, Xunpanbao products, Super Trade Catalogues and Liuliangbao under
the core principle of facilitating transaction conclusion by providing effective
buyer information to achieve buyer-seller interaction. In addition, the Group
successfully hosted Feasts for Industry Brands for about 50 industry sectors
through the Group’s strong media recourses and customer base, which help
SMEs to build up their brand names and promote their business transactions.
The Group also offers customers with internet financing products through the
joint venture established with Digital China Holdings Limited (“Digital China”)
(the shares of which are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the "Stock Exchange”) (Stock code: 861)); the landing
project of online-to-offline business model of the Group — Shunde 020
business exhibition centre completed on schedule and put into operation.
Such a complementary and multi-dimensional structure allows the Group
to create a unique development path amid the rapid expansion of the B2B
industry in China.
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Through the determined implementation of the professional and focused
strategy, the Group has been offering professional and all dimensional
marketing solutions to customers in those traditional industrial sectors
during the past several years. At the same time, the Group has been actively
expanding into the market segment of fast-moving consumer goods in the
field of high added-value service. Based upon the different natures in our
targeted markets, the Group has developed two unique business models for
relationship-based customers and transaction-based customers, separately.
Along with our direct sales, agency sales and telemarketing sales teams, the
Group provides the relationship-based customers with one-to-one, indepth
and professional solutions, and transaction-based customers with efficient,
user-friendly and standardised solutions and business platforms. Through
these services, the Group satisfies its different customers’ needs. The Group is
committed in providing professional and innovative services and products to
meet market and users’ needs, and facilitating the conclusion of transactions.
Customer experience and service quality are our constant focus. Within the
last several years, the Group’s businesses became more focused, product
portfolio became more precise, and business model and market demands
became more in line.

STAKEHOLDER ENGAGEMENT

We fully understand the value of stakeholder engagement, and therefore
we have used various channels to find out their expectations towards the
Group. These stakeholders include staff, investors, suppliers, the government
and customers. Their opinions are fairly important to our daily operations.
We have established different communication channels and frequencies
for different stakeholders, so as to enhance management proficiency and
operation efficiency.

Key Stakeholder Communication Channels

Staff Emails, Workers’ Meeting, Notice Board, Intranet
Investors Emails, Annual General Meeting, Results
Announcement, Annual Report,
Shareholders’ Meeting
Suppliers Emails, Conferences, Phone calls, Workshops
Government Emails, Conferences, Phone calls
Customers Emails, Conferences, Customer Satisfaction

Surveys, Group Website, Customer Service
Hotline

HC International, Inc
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ENVIRONMENTAL PROTECTION

Corporate development is dependent on national resources. HC International
operates mainly from offices and online platforms, and therefore the impact to
the environment is comparatively lower than manufacturing industries. Even
so, we will not relax lightly. We are committed to protecting the environment
from various aspects. The Group strictly complies with environmental laws and
regulations such as “Environmental Protection Law of the People’s Republic
of China” ([ #F ZE A R XA E IR | R # % J), the “Atmospheric Pollution
Prevention Law of the People’s Republic of China” ([HZE A RHEFMEI KRS
SB55R7% 1), to accomplish its responsibilities for the environment proactively,
and endeavour to achieve better environmental performance. The Group
has started to collect environmental data and anticipate disclosing relevant
indicators in the future. There were no environmental-related violations during
the reporting period.

GREENHOUSE GAS EMISSIONS

Our greenhouse gas emissions mainly come from the electricity and water
consumption in offices and dormitories. We advocate a variety of measures to
avoid the wastage of resources. The following are some of the measures we
have put in place to manage energy and water consumption:
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Energy consumption
BEIRBEA

- Reducing fuel consumption by purchasing power — [ABHAGEEE N @ MEAEEH
from power companies rather than using electricity
generators.
- Replacing traditional incandescent tube lighting with ~ — {FREBEE  REEREE
energy-efficient compact fluorescent lightbulbs.
- Setting timers of the lighting system so that lights are  — :RAMRAARRH @ BEXEN VIR S8

automatically switched off according to weather and
working hours.

- Adjusting temperatures of the air condition system and ~ —
setting temperature indicators for winter and summer
respectively.

Water consumption
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—  Reducing water consumption without having to change  —
water consumption habits by installing water saving
valves for bathroom and water outlet facilities.

—  HC Park has sewage facilities installed which can treat  —
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wastewater for plant irrigation. Ezﬁ%
- Facilities are regularly patrolled and immediate repairs — TEBE QAR @ & HRRKSIKEREEZN - 37
are carried out when situations like water leakage or BT THE(E

burst pipes be discovered.
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WASTE MANAGEMENT

We have established the following protocols to enhance the environmental
awareness of the staff members and to encourage recycling:

- Statistics relating to the quantity of waste for offices and dormitories are
complied when collecting waste;

—  Garbage bags are reused whenever possible; and

—  Paper usage is limited by setting a monthly limit to avoid unnecessary
paper usage.

The Group targets waste management from the source by procuring
durable products and encouraging recycling. Computer equipment is
indispensable for our online business platform, and the Group therefore has
to purchase durable models, which are maintained and managed by the IT
department and replace with regular updates to both hardware and software.
Replacement computers are purchased only when necessary.

GREEN OFFICE ENVIRONMENT

A comfortable and green office environment helps improving work efficiency.
The Group implements a 55 management system (Sort, Set in Order, Shine,
Standardise and Sustain) to maintain office discipline and environmental
hygiene. Environmental protection is also dependent upon staff’s cooperation,
and therefore we provide conservation suggestions to all staff members
and put up notices in suitable places to remind staff members about energy
conservation. We have implemented the following measures for green living:

- Prioritizing the selection of environmentally-friendly materials and
energy-saving products for office use when procuring office supplies;

- Reusing paper products, such as manila envelopes and envelopes for
internal document transfers;

—  Implementing intelligent office systems and integrating multi-department
management for the dissemination of information, so that documents
can be approved internally through the system without having to print

out hard copies; and

—  Reducing the frequency of business travel by utilizing video-conferences.

HC International, Inc
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CARING FOR OUR STAFF

Labour Standard, Fair and Diversified Culture

The Group does not tolerate any non-compliance activities or the use of child
labour. The Group strictly complies with the “Labour Law of the People’s
Republic of China” ([ #E AR EFMEI4 8% |), the “Labour Contract Law
of the People’s Republic of China” ([ 1 # A R £ M E % 8) & R)% 1), the
“Regulations of Insurance for Employment Injury” ([ T {5 1% & & %1l J) and
other related laws and regulations to effectively protect employees’ legal
rights. The age requirement is clearly stated in the job descriptions during
recruitment. Identification documents are verified during the interview to
ensure that applicants meet the age requirement by the time they start
working for the Group. We understand the importance of work-life balance.
We have never forced our staff to work overtime and staff members are also
allowed to apply for flexible working hours based on working conditions.
We also value multiculturalism since it can enhance staff communication
and creativity. We adhere to the principle of equality during the recruitment
process. The experience and skills of the applicants are the determining
factors and applicants would not be rejected because of gender, age or race.
Male and female staff received the same remuneration with the same job
duties. We also recruit from different minority groups, including Manchu, Hui,
Mongol, Miao, Zhuang, Tujia, Tibetan, Duar and Dong etc.

Remuneration and Welfare

HC International, as an e-commerce operator, is more creative and flexible
than the traditional businesses. We provide competitive remuneration package
to attract a talented workforce.

The remuneration package alone is not enough to retain quality staff. A
suitable working environment and welfare are also staffs’ considerations.
Our flexible welfare scheme meets staff’s actual needs. The active working
environment motivates our staff’s morale. As our staffs are diversified, the
Group provides dormitories near HC Park in order to reduce their living
expenses in Beijing. Our group also provides a leisure club so that our staff
can enjoy various activities after work. In 2016, we organised the 18th
sports meeting, events include but not limited to basketball, rope, dance
competitions, as well as a 5-km jogging and party events and etc.. Staff can
enjoy complimentary meals in the canteen. Menus are updated regularly to
provide balanced nutrition. We truly believe work-life balance can enhance
competitiveness. Staff are not only entitled to the statutory public holidays,
but also five-day working week. Complementary drinks and snacks are
provided during work breaks. Extended New Year holidays and free travel
allowance are also offered.
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Training and Development

Staff needs to keep up with the market trend and personal ability in the rapid
changing e-commerce industry and the fast-growing internet technology in
order to enhance competitiveness. HC International encourages its staff to
participate in training through the incentive learning management system.
Our Group not only provides internal training but also encourages continuous
education in spare time for obtaining professional qualifications. Staff might
have the opportunity for salary increment or promotion if they have obtained
the relevant qualifications.

As the Group develops and the number of staff increases, we provide soft
skills training to the managerial grade staff members to enhance operational
efficiency. The aim is to strengthen their leadership and management abilities
for team development. Soft skills trainings include the following categories:

—  Customer service skills;

—  Leadership training;

- Communication skills; and

—  Role and orientation for new managers.

Occupational Health and Safety

Occupational health and safety risks are hidden in all sectors. HC International
operates mainly in offices where the occupational health and safety risks
are comparatively low. We believe the most effective way to reduce work
injury is to improve staff safety awareness. We identify potential hazards in
the workplace and establish various safety practices. All staff must adhere to
the safety guidelines. We provide our staff with relevant health and safety
training. Fire safety and safety knowledge training was held in 2016. First aid
kits and fire extinguishers are placed at different areas in the offices with clear
indicators as to their locations. There were no serious casualties in 2016.

HC International, Inc
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OPERATING PRACTICE

Supplier management

The Group’s success is not only dependent on the hard work of the
employees, but also relies on the suppliers’ cooperation. In order to improve
the procurement process and control costs effectively, the Group has
adopted specific procurement policies to enhance the transparency of the
procurement process. Purchases must be made from designated suppliers,
and other supplies can only be used if the existing suppliers are not able to
meet the Group’s demands. The Group has chosen responsible suppliers
in order to jointly safeguard the customers’ best interests. In addition to
price and quality, the Group selects suppliers based on their awareness on
environmental protection and occupational safety. Besides, the products and
services provided by the suppliers must comply with the relevant national legal
requirements. The Group will assess the performance of the suppliers on a
regular basis, at the same time to manage environmental and social risks, to
enhance the sustainable development of the enterprise, and to build up the
corporate image and reputation of the enterprise.

Product Responsibility

The ever-changing internet world contains business opportunities and risks at
the same time. The e-commerce is the global trend. To be successful in the
e-commerce sector, besides focusing on product design and innovation, a
safe and reliable internet platform is also necessary. Conscientious verification
is required before becoming the seller and user to protect users’ rights and
benefits.

According to the “Network Security Law of the People’s Republic of China”
([FR2E A RAFMBIAEE % 2% ]), we have established relevant policy, rules,
flow and purchased suitable equipment to protect customer data during
operations. There was no reported leakage of customer data during the year
of 2016

We have strict protocols for uploading products onto the websites. Product
sellers are not allowed to post on the websites information regarding products
that violate or infringe intellectual property rights or counterfeit products. HC
International has established a clear guidance for sellers regarding the posting
information. The non-compliance products are detected through automatic
search system and that the non-compliance products would be de-listed. All
non-compliance cases are recorded for future follow-up. Any cases that may
constitute breach of laws are referred to the judiciary.

Customer feedback is of vital importance to the corporate image. The Group
tries to understand customers’ comments through various channels. The
customer service has adopted a unified approach. All of the complaints
and feedback are recorded and analyzed to avoid future recurrence and to
improve the existing mechanism.
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Anti-Corruption

The Group pursues the highest standard of corporate governance. The
Corporate Governance Report is included in the Group Annual Report
P.103-114. We operate with integrity and has no tolerance for any
corruption, bribery, extortion, fraud and money laundering. Staff handbook
has clearly set out the relevant regulation. This regulates the entire Group and
also its business partners, to strictly abide by relevant laws and regulations,
professional ethics, as well as the company rules and regulations, so as to
establish the clean and diligent working atmosphere, and prevent any damage
to the interests of the Group and its shareholders. The operation must fully
fulfill the compliance requirement. The Group has established the Whistle
Blowing Policy for reporting any suspected improper act by telephone or
email. The complaint procedure is handled in confidential manner to protect
reporters.

The Group procurement procedure has a higher chance of involving conflict of
interest. To avoid conflict of interest from happening, projects valued at more
than RMB100,000 are open for tender. The tender team consists of members
from several departments to review and analyse the tender document. During
the reporting year, there were no cases of corruption, bribery, extortion, fraud
or money laundering.

COMMUNITY INVOLVEMENT

HC International shoulders corporate social responsibility during business
development. We use our resources and strength towards community
development. We believe the community needs our support in a wide range
of aspects. Therefore, we partner with different organizations to contribute
to the community. At the same time, we encourage our staff to participate
in community development. The following activities and events were held in
2016:

Firefly Action — A present to brighten the future for children
‘Firefly Action’ was organized by Beijing Youth Development Foundation. This
is a special charitable project supported by the HC Water Purify Company for
providing portable LED desk lamp to the children living in remote mountainous
areas. Our volunteers had also gone to the impoverished mountainous area of
Baoding, Hebei, for a two-day charitable visit with Beijing Youth Development
Foundation in order to understand the real situation of children living in
mountainous areas and give the children a gift.

HC International, Inc
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“Yi Yi Bu She” - Clothing recycling programme

The Group partners with Beijing Changping District Government to set up
clothing recycling banks in different places in Beijing. One of the clothing
recycling bank is located at the HC International headquarter. Our staff fully
supported the programme and there were over 600 items of clothing being
collected during a short period of time. The project not only helped alleviate
poverty but also promoted green living style.

Flea Market Charity Bazaar — Help the impoverished students
Staff organised flea market charity bazaar on regular basis selling products
donated by our staffs. The profits made from the sale had been donated to
the foundation to help impoverished students. This project not only increased
the product value through reuse, it also aimed to help students who have
been suffering from poverty.

Colour, Way of Love - Bring colour to children

The HC Paint Company took part in the ‘Colour, Way of Love’ with Nippon
Paint to bring students a pleasant learning environment by furnishing the
deprived schoolyard with coloured paint. Our volunteers also visited the
school and attended art lessons with the children to bring them happiness.

The Ocean of Love - Support the education in the community
The Corporate Culture team participated in the “Ocean of Love”, partnering
with a non-profitable educational institute located in Shunyi District, Beijing
City, to provide the Love Ocean School with financial support. The volunteers
also gathered with the children for games, classes and improving their lunch
menus, etc.
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